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Notes to the Accounts

(WRIEEEZ BRI BT RRIRE)
(prepared under Hong Kong Generally Accepted Accounting Principles)
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PRINCIPAL ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation of

the consolidated accounts are set out below:

(a) Basis of preparation

The consolidated accounts are prepared under the historical
cost convention as modified by the revaluation of certain
property, plant and equipment, in accordance with accounting
principles generally accepted in Hong Kong and comply with
accounting standards issued by the Hong Kong Society of

Accountants.

(b) Consolidation

The consolidated accounts include the accounts of Shandong
Xinhua Pharmaceutical Company Limited (the “Company”)
and its subsidiary (the “Group”) made up to 31 December.
All significant intercompany transactions and balances within

the Group are eliminated on consolidation.

Minority interest represents the interests of outside shareholder

in the operating results and net assets of the subsidiary.

In the Company’s balance sheet, the investment in the
subsidiary is stated at cost less provision, if necessary, for any
diminution in value other than temporary in nature. The
results of the subsidiary are accounted for by the Company

on the basis of dividends received and receivable.

(c) Property, plant and equipment

(i) Land use rights are stated at revalued amount less
subsequent amortisation and are amortised over the land

use rights period of 50 years on a straight-line basis.
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Notes to the Accounts (continued)
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PRINCIPAL ACCOUNTING POLICIES (Continued)

(c) Property, plant and equipment (Continued)

(ii)

(iii

(iv)

Other fixed assets are stated at revalued amount less
accumulated depreciation.

Other fixed assets are depreciated at rates sufficient to
write off their valuation amount over their estimated
useful lives on a straight-line basis. The estimated useful

lives of these fixed assets are as follows:

Buildings 15 years
Plant, machinery and equipment 10 years
Motor vehicles 10 years

Major costs incurred in restoring fixed assets to their
normal working condition are charged to the profit and
loss account. Improvements are capitalised and

depreciated over their expected useful lives to the Group.

The carrying amounts of fixed assets are reviewed
regularly to assess whether their recoverable amounts
have declined below their carrying amounts. Expected
future cash flows have not been discounted in
determining the recoverable amount. Increases in
valuation are credited to the asset revaluation reserve.
Decreases in valuation are first offset against increases on
earlier valuations in respect of the same item or group
of identical assets and are thereafter debited to operating
profit. Any subsequent increases are credited to operating

profit up to the amount previously debited.

The gain or loss on disposal of a fixed asset is the
difference between the net sale proceeds and the carrying
amount of the relevant asset, and is recognised in the
profit and loss account. Any revaluation reserve balance
remaining attributable to the relevant asset is transferred
to retained earnings and is shown as a movement in

reserves.
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Notes to the Accounts (continued

FEEETHE #)

) TR

(e)

TR TZRURMASIIER - A BERT
BRENESZEEY) MERHS
W—tEEREENS - LRIRER
HARTZ B2 ~ LR RAIGEIR L
BRENRIANERZE - MBUREFE
TEABERHENIREESER -
AIRRERERE -

®E

RIAFBZIRE
(ERS VAN

S I A BRI AR

ERIRECREEEEFMHEEHIINE
%5y » IAHERTEREGE THRE
EREREE - R TR IFFZER
1t BIERREZIREEERAIBRER
B - HIBZ SREETE IR mER P II(F
2 °

[

=y

FEBERNmNERR - FRFER
N BEENNMEXNTRIRFE_E
L BIEENR - A BEUINEFIIE
EEE > WHEERMH - BERFIR
BILCTBEERSEM< - I8R5
BT RsrEEHRLFEESRET
8 - RHmERTBRETENER
‘IR -

FEWUIR R

NFERBERIRZ BUART » 19125

i - TEEBRBRRAIIRZEIGR
MREHFRBRERE

1.

PRINCIPAL ACCOUNTING POLICIES (Continued)

(d) Construction-in-progress

Construction-in-progress is stated at cost. Cost comprises all
direct and indirect costs of acquisition or construction of
buildings and plant and machinery as well as interest
expenses on the related funds borrowed during the
construction, installation and testing periods prior to the
commissioning date. A plant is considered to be
commissioned when it is capable of producing saleable

quality output in commercial quantities on an ongoing basis.

Investments

Investments held for long-term are stated at cost less any

provision for diminution in value.

The carrying amounts of individual investments are reviewed
at each balance sheet date to assess whether the fair values
have declined below the carrying amounts. When a decline
other than temporary has occurred, the carrying amount of
such investments will be reduced to its fair value. The amount
of the reduction is recognised as an expense in the profit and

loss account.

Inventories

Inventories comprise stocks and work in progress and, other
than consumables, inventories are stated at the lower of cost
and net realisable value. Cost, calculated on the weighted
average basis, comprises materials, direct labour and an
appropriate proportion of all production overhead
expenditure. Net realisable value is determined on the basis
of anticipated sales proceeds less estimated selling expenses.
Consumables are stated at cost less provision for

obsolescence.
Accounts receivables
Provision is made against accounts receivables to the extent

that they are considered to be doubtful. Accounts receivable

in the balance sheet is stated net of such provision.
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Notes to the Accounts (continued)
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PRINCIPAL ACCOUNTING POLICIES (Continued)

(h)

Deferred taxation

Deferred taxation is accounted for at the current taxation rate
in respect of timing differences between profit as computed
for taxation purposes and profit as stated in the accounts to
the extent that a liability or an asset is expected to be payable
or receivable in the foreseeable future.

Translation of foreign currencies

Transactions in foreign currencies are translated at exchange
rates ruling at the transaction dates. Monetary assets and
liabilities expressed in foreign currencies at the balance sheet
date are translated at rates of exchange ruling at the balance
sheet date. Exchange differences arising in these cases are
dealt with in the profit and loss account.

Foreign currency translation differences relating to fund
borrowed for the acquisition and construction of fixed assets
are capitalised to the extent that they are regarded as an
adjustment to interest cost. All other exchange differences are
dealt with in the profit and loss account.

Revenue recognition

(i) Revenue from the sale of goods is recognised on the
transfer of risks and rewards of ownership, which
generally coincides with the time when the goods are

delivered to the customers and the title has passed.

(i) Interest income is recognised on a time proportion basis,
taking into account the principal amounts outstanding and

the interest rates applicable.

(iii) Dividend income is recognised when the right to receive

payment is established.

(iv) Operating lease rental income is recognised on a straight-

line basis.
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Notes to the Accounts (continued
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1.

PRINCIPAL ACCOUNTING POLICIES (Continued)

(k)

Retirement benefits

The Group participates in a local municipal government
retirement scheme whereby it is required to pay annual
contributions at the rate of 25% (1999: 24%) of the total
salary, bonuses and allowances of the Group’s staff paid for
the year. The local municipal government undertakes to
assume the retirement benefits obligations of all existing and
future retired staff of the Group. Contributions to this
retirement scheme are charged to the profit and loss account

as and when incurred.

Research and development costs

Research and development costs are expensed as incurred,
except where it is expected that the product under
development will be profitable and will be produced and its
technical feasibility has been demonstrated. Such
development costs are recognised as an asset and amortised
on a straight-line basis over a period of not more than 5 years
to reflect the pattern in which the related economic benefits
are recognised.

(m) Borrowing costs

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

Cash and cash equivalents

For the purposes of the consolidated cash flow statement, cash
and cash equivalents comprise cash and bank balances, bank
deposits with less than three months to maturity, net of short-

term bank loans with less than three months to maturity.
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T Notes to the Accounts (continued)

2. WAREZEER 2. REVENUES AND TURNOVER
AEBTENSHERBERR > 815 The Group is principally engaged in the development, production
E2BERENE /KB (AHBEIREED - and sales of pharmaceutical products including bulk
TIREMER FT2IKEEMWER/AE pharmaceuticals, preparations (e.g. tablets and injections),
ARHKAE (MRl - AF2EER chemicals and other products. Its major place of operation is in
ASIET - the People’s Republic of China (the “PRC”). Revenues recognised

during the year are as follows:
_EEEF —NNANE
2000 1999
ARBTFT AR®EFT
RMB’000 RMB’000
=S Turnover
EmBEIWA (5@a)) Sales of goods (note (a)) 1,044,073 950,661
HAUWA Other revenues
FSUWA Interest income 12,586 11,328
HEZ WA Rental income 780 465
EEREE A Sales of scrap materials 667 2,824
REUWA Dividend income 604 —
14,637 14,617
U Total revenues 1,058,710 965,278
(a) AEERMEDTZEFRLEUT - (a) An analysis of the Group’s turnover by geographical locations
is as follows:
FEREM Geographical location “EFEF —NANE
2000 1999
AREFT ARBETIT
RMB’000 RMB’000
HE (BEER) PRC (including Hong Kong) 697,815 628,023
RN Europe 158,357 148,189
ES Americas 129,401 140,671
Hith Others 58,500 33,778
=111 Total 1,044,073 950,661
RS MEREE RN R EETE Y — There is no major disparity in the ratios between turnover and
RRLERIWHEEXESR » BRI LEZ profit in relation to the above geographical locations, hence no
Sl D FEMNERI DT - analysis was performed on the profit contributions from the above

geographical locations.
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3. OPERATING PROFIT

following:

Crediting

Reversal of write-down of slow moving

and obsolete inventories

Charging

Staff costs

Provision for bad and doubtful debts
Depreciation of owned fixed assets
Contributions to retirement scheme
Auditors’ remuneration

Research and development costs
Loss on disposal of fixed assets

Net exchange loss

Repairs and maintenance expenses
Advertising and promotion expenses

Provision for slow moving and obsolete inventories

Operating profit is stated after crediting and charging the

_BEEF —NANE
2000 1999
ARETFT ANEETT
RMB’000 RMB’000
656 -

95,622 83,711
8,074 6,685
69,013 67,937
16,909 15,560
1,095 1,095
12,830 10,758

904 1,594

703 379
26,333 32,993
61,868 53,444

- 1,971
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?f Notes to the Accounts (continued)

4. BHER 4. FINANCE COSTS
_EEEF —NANEF
2000 1999
ARBFT AREFT
RMB’000 RMB’000
BARAFARERD Interest on bank loans repayable
RITERFR within five years 21,599 23,860
ARDEAERD Interest on other loans repayable
HiEFF = within five years 328 923
EEM AR Total borrowing costs incurred 21,927 24,783
B ISR TR Less: amount capitalised in
BEARZHER construction-in-progress (328) (4,263)
21,599 20,520
—mREESRIRBFERIEZES The capitalisation rate applied to funds borrowed generally and
FACERLEEREF4.8% (—NN used for construction-in-progress is 4.8% (1999: between 5.8%
NE : TFEBE5.8%HM11.7%) o and 11.7%) per annum.
5. RIE 5. TAXATION
_EEEF —NANEF
2000 1999
ARBTIT ARBETIT
RMB’000 RMB’000
RirEEmETA The amount of taxation charged in the
SHHZRBYT : consolidated profit and loss
account represents:
REREEPTER PRC enterprise income tax
— &H1 (Ff(a)) — current (note (a)) 34,126 19,168
— BERERIE (@) — tax refunded (note (a)) (18,614) (8,768)
15,512 10,400
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Notes to the Accounts (continued
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5. TAXATION (Continued)

(a) The Group is subject to PRC Enterprise Income tax at the rate

of 33% on its taxable income.

Pursuant to approval documents from the People’s
Government of the Shandong Province and the Shandong
Province Zibo Municipal Finance Bureau, the Company is
entitled to a preferential enterprise income tax refund
treatment from the Shandong Province Zibo Municipal
Finance Bureau. The refund equals to 18% of their taxable
income in respect of the enterprise income tax paid to the
taxation bureau. The tax refunded represents financial
subsidies received during the year. It is the directors’ opinion
that these refunds are received without recourse.

According to the State Council’s notice numbered Guofa
[2000] 2 in respect of the rectification of “Levy First Refund
Later” local taxation policy and Caishui [2000] 99 notice from
the Finance Bureau and the National Tax Bureau on the
implementation of the rectification of “Levy First Refund Later”
local taxation policy, the Company, as a company listed on
The Stock Exchange of Hong Kong Limited, will continue to
enjoy such preferential income tax refund treatment up to 31
December 2001.

The Company will endeavour to submit an application to the
relevant PRC government authorities for the continuance of
such preferential tax treatment subsequent to 31 December
2001. However, there can be no assurance that such an

application would be approved.

(b) No provision for Hong Kong profits tax has been made in the

accounts as the Group has no income assessable to Hong
Kong profits tax for the years ended 31 December 1999 and
2000.
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?f Notes to the Accounts (continued)

5. RIE &) 5. TAXATION (Continued)
(c) ELEMRIE (c) Deferred taxation
ArEEREIRAT
Group and Company
_EEEF —NNANE
2000 1999
ARBTT AR®EF7T
RMB’000 RMB’000
R—A—HR At 1 January and
+-B=1+—H 31 December 1,809 1,809
EIERIBAT The amount of deferred taxation represents:
ArEERETRT
Group and Company
“EFTEF —NNNE
2000 1999
OJREHIRZ OJEEHIR
BEEH ERER BEZH Bt
Full potential Provision Full potential Provision
liabilities made liabilities made
AREFIT ARBFT AREF+T AREFT
RMB’000 RMB’000 RMB’000 RMB’000
HEBLERMZ  Timing differences
ZERAPTRHE on HKGAAP
MESXZRE adjustments 1,855 1,855 1,665 1,665
HibFZE Other timing
differences (46) (46) 144 144
1,809 1,809 1,809 1,809
AEBWEARE B EORLERIE - There is no material unprovided deferred taxation.

10 |
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Notes to the Accounts (continued

IREELEF 6. PROFITS ATTRIBUTABLE TO SHAREHOLDERS
SIARRERECERRELRRBARBAR The profit attributable to shareholders is dealt with in the accounts
#867,340,0007T (—ANNE : AR of the Company to the extent of RMB67,340,000 (1999:
57,621,0007T) © RMB57,621,000).
gt 7. DIVIDENDS
_EEEF — AN E
2000 1999
AE#FT ANE#EFT
RMB’000 RMB’000
EERE — BRARM0.087T Proposed final - RMB0.08
(=AANEFE : ARM0.047T) (1999: RMB 0.04) per share
1%277,312,8308% on 277,312,830
(—ANNE = 277,312,8308%) (1999: 277,312,830) A Shares
A% & 150,000,0008% and 150,000,000
(—7L/L/LEE ¢ 150,000,0008%) HEZETE  (1999: 150,000,000) H Shares 34,185 17,093

2R EF

BB EREEBRZGRREIRERN
BN AR 67,826,000 (—LNILE :
ARYE57,838,00070) 5tE -

BERBINERFNERITRDZ
427,312,830 (— LN EF
427,312,8308%) 18 -

11

EARNINGS PER SHARE

The calculation of earnings per share is based on the Group’s
consolidated profit after taxation attributable to shareholders of
RMB67,826,000 (1999: RMB57,838,000).

The earnings per share is based on 427,312,830 (1999:
427,312,830) shares in issue during the year.
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Notes to the Accounts (continued)

9. EERESEME

(a)

FATEEOESRESIZME
1BERAT -

9. DIRECTORS’ AND SUPERVISORS” EMOLUMENTS

(a) The aggregate amounts of emoluments payable to the directors

and supervisors of the Company during the year are as

follows:

_EFEF — NN
2000 1999
AREFT AREFT
RMB’000 RMB’000
BE Fees —_ -

B Other emoluments
— EAFHEREN - Basic salaries and allowances 711 424
— TBAL — Bonuses 889 776
— BRiEAl — Retirement benefits 155 115
1,755 1,315

BE— R BEEF A=
+—BLLEE - AEBML BT
EEZOEAHS -

SIALLTEERBI < ESMES AR
o -

BEARK
1,000,0007T

Nil to
RMB1,000,000

BE—NNNER_SEEE+_H
=t+—ALEE - ZEEFAEEN
S -

HE-NNNERZEEEF+AH
=t—HIEFEAMERSHALA
TIEIRAIRTHNITES » REZME
EWLEDH -

12

No emolument was paid to non-executive directors for the
years ended 31 December 1999 and 2000.

(b) The number of directors and supervisors whose emoluments

fell within the following bands:

WITES
Executive directors
“BEEF —NWNNE
2000 1999

FRITES
Non-executive directors
“BEEF —NNNE
2000 1999

B
Supervisors
ZEEEF -NNONE
2000 1999

10

No directors or supervisors waived their emoluments in respect
of the years ended 31 December 1999 and 2000.

(c) The five individuals whose emoluments were the highest in
the Group for the years ended 31 December 1999 and 2000
are executive directors of the Company whose remuneration

are reflected above.
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Notes to the Accounts (continued

10.BEEE 10. FIXED ASSETS
AEH
Group
K&
Plant,
T {E machinery, RE
Land use BEEY and Motor st
rights  Buildings equipment vehicles Total
ANREFIT AREFTT AREFT ARET T ARETT
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
EihE Valuation
—B—H At 1 January 2000 68,823 175,832 444,828 15,673 705,156
RERIRE Transferred from
A Construction-in-progress — — 16,544 — 16,544
AN Additions — 1,117 25,744 2,869 29,730
HEE Disposals — (45) (8,852) (4,322) (13,219)
RIBEEF At 31 December
+”-B=+—H 2000 68,823 176,904 478,264 14,220 738,211
RIEHE Accumulated depreciation
RIEES
—A—H At 1 January 2000 4,774 49,979 111,490 7,533 173,776
AEERE Charge for the year 1,392 17,203 48,919 1,499 69,013
HEE Disposals — (45) (6,851) (3,923) (10,819)
RIBEEF At 31 December
+”-B=+—H 2000 6,166 67,137 153,558 5,109 231,970
IRENRE Net book value at
R_EEFEEF At 31 December
+-B=+—H 2000
(BitZE10(e)) (note 10(e)) 62,657 109,767 324,706 9,111 506,241
R—Nnns At 31 December
+—A=+—H 1999 64,049 125,853 333,338 8,140 531,380
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Notes to the Accounts (continued)

10.BEEE &)

(IRIREBEBIRINS 51 RAIRR)

10. FIXED ASSETS (Continued)

(prepared under Hong Kong Generally Accepted Accounting Principles)

P, /N
Company
BB ~ ¥
K&
Plant,
T fERE machinery, RE
Land use EEEY and Motor i@
rights  Buildings equipment vehicles Total
ANEET T ARST T ARET T AEEFT ARETT
RMB’000  RMB’000  RMB’000  RMB’000  RMB’000
EGE Valuation
—B—H At 1 January 2000 68,823 175,832 444,745 15,673 705,073
HEEIR=E Transferred from
LEWN Construction-in-progress — - 16,544 — 16,544
B Additions - 1,117 25,707 2,869 29,693
HE Disposals — (45) (8,852) (4,322) (13,219)
RZEEZEEF At 31 December
+_-B=+—H 2000 68,823 176,904 478,144 14,220 738,091
REHE Accumulated depreciation
QT EEEEEE
—B—H At 1 January 2000 4,774 49,979 111,488 7,533 173,774
AEENE Charge for the year 1,392 17,203 48,899 1,499 68,993
HE Disposals _— (45) (6,851) (3,923) (10,819)
RIEEEF At 31 December
+—-_B=+—H 2000 6,166 67,137 153,536 5,109 231,948
IRESE Net book value
R_EEEFF At 31 December
+—-_B=+—H 2000
(BitzE10(e) (note 10(e)) 62,657 109,767 324,608 9,111 506,143
R—NANE At 31 December
+_BA=+—H 1999 64,049 125,853 333,257 8,140 531,299
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Notes to the Accounts (continued

10.BEEE (&)

(a)

REBRARTZHEREYIIMR
RE » ZEEEYFTEN M BRE
THEREDREEMER TitERE
BETRY  REAS0E » WH—T1I17T
F=RH/N\HEFHE -

NERBASLNINREREEHERS
FIERATLM  ARTNEEEE
BER—NNOE+_B=1T—HH
R B BT L B Z BT BT S 75 T i%
NESEMANEEFHE - EHIE
EmARY6,420,0007T - HEAXR
ANEEEER—NAANENE="
HA—BIGEM — =EAEemT
BIRATZAFAMEEHGE - BX
BhEBERARE22,625,0007T © M
BEEHEBEIREHESEE_STET
+_B=1T—HIEEENNAEE
AR ARY3,029,0005T (—LN
T AR#84,387,00075) °

10. FIXED ASSETS (Continued)

(a)

All buildings of the Group and the Company are located in
the PRC, and the land use rights of the land where the
buildings of the Group and the Company are situated were
granted by the State Land Administration Bureau of Zibo City
for a period of 50 years from 8th March 1996.

(b) In the preparation of the listing of the Company’s shares on

RAEBRAIRTZEEEELNE

BERBSHITEAR » ZFEELKRE

B D BIHIAS -

TinfERE Land use rights

) Buildings

= ~ Bas Plant, machinery and
SE equipment

_E Motor vehicles

15

The Stock Exchange of Hong Kong Limited, the Company’s
fixed assets were firstly revalued as at 31 December 1995 by
Shandong Certified Public Accountants, a firm of valuers
registered in the PRC on a depreciated replacement cost basis
as part of its restructuring. The revaluation surplus was
RMB6,420,000. Another separate revaluation was carried out
for the Company’s fixed assets as at 30th September 1996,
by Chesterton Petty Limited, an independent valuer, on an
open market value basis. This has resulted in a further
revaluation surplus of RMB22,625,000 to the Company. The
adoption of the above two revaluations in the accounts has
resulted in an additional depreciation charge of
RMB3,029,000 (1999: RMB4,387,000) in respect of the year
ended 31 December 2000.

Had the fixed assets of the Group and the Company been
carried at cost less accumulated depreciation, the carrying
value of such assets in the accounts would have been

approximately:

F5H Z /NS

Group Company
“EEEF —ANNE TZ|BEFE —NAANE
2000 1999 2000 1999
ARETT AR%TT AR®BTT AR%ETT
RMB’000 RMB’000 RMB’000 RMB’000
62,316 63,708 62,316 63,708
101,156 115,357 101,156 115,357
323,985 331,570 323,887 331,489
8,625 7,654 8,625 7,654
496,082 518,289 495,984 518,208

WEREFEREREBDBERLF

Shandong Xinhua Pharmaceutical Company Limited
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Notes to the Accounts (continued)

? EE K a)

10.BEEE &)

(d) DIESETREMIEE  MEEL
BIERIE ©

(] iR b ey = eyl =R /N
SRAEECHBEEEEIIHER
DEFHNEEENAIEEIFHE -
HREREER_EEEF+_H=
T—HEZERESFELTEERER &
ERREEEER_EEEF TR
=T —HZEREFEDER TR
HEREHZYWNEEE -

10. FIXED ASSETS (Continued)

(d) The above revaluations do not constitute a timing difference

and therefore have no deferred taxation effect.

(e) At 31 December 2000, all fixed assets of the Company and
the Group were revalued by the directors on a depreciated
replacement cost basis. Since there was no material
differences between the revaluated amount and the net book
value at 31 December 2000, the directors are of the opinion
that the net book value of fixed assets at 31 December 2000
fairly reflected their recoverable amount at that time.

1M.EEIRE

—A—H
81
BEETEE

R+ZHE=1t—H

ARIRRER_SEEF+_H=1—
HEERESEHEREENREED - BB
RMBRBEABENHAS - TX8FEER
ERTEREIREMBETNERNEIER
AR#8328,0007T (—NSANE : ARHEE
4,263,0007T) °

16

11. CONSTRUCTION-IN-PROGRESS

AEERART
Group and Company

“EEEF —NNNE
2000 1999
ARBTT AERBFT
RMB’000 RMB’000
At 1 January 44,845 46,711
Additions 35,474 79,454
Transferred to fixed assets (16,544) (81,320)
At 31 December 63,775 44,845

Construction-in-progress comprises expenditures incurred on
buildings, plants and machinery not yet commissioned at 31
December 2000. During the year, interest capitalised in respect
of loans borrowed for financing construction-in-progress amounted
to RMB328,000 (1999: RMB4,263,000).




(WRIEEEZ BRI BT RRIRE)
\ (prepared under Hong Kong Generally Accepted Accounting Principles)

iR B MEE &)
?f Notes to the Accounts (continued)

12,18 12. INVESTMENTS
ArEERETRT
Group and Company
_EEEF —NANTFE
2000 1999
ARBFT AREFT
RMB’000 RMB’000
FELHATRD - EHAE Unlisted shares, at cost 38,500 1,500
13.MERT 13. SUBSIDIARY
E /NS
Company
—EFEF —NANE
2000 1999
ARSBFT N
RMB’000 RMB’000
FLEMKRE > NAE Unlisted shares, at cost 880 880
RIEEEF+_HB=+T—HZHRER The details of the subsidiary at 31 December 2000 are as follows:
SRYEFBAT -
SEMAIIEIR FEXBFRICEMR SEMERER BERERRER
NSIE=E Country of Principal activities Particulars of Effective
Name incorporation and place of operation registered capital interest held
EERTEXEE FRE] IRAAEAE & Y R AE#1,000,0007T 88%
BRAT BEMREE RMB1,000,000
Zibo Xinhua People’s Retail sales of medicine
Drug Store Republic of and medical products
Company Limited China (“PRC”) in the PRC
3| E==3 i Za8% V7S =
17 WEREFTERZERBDERRI

Shandong Xinhua Pharmaceutical Company Limited
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Notes to the Accounts (continued)

14. INVENTORIES

14.5E8
R Raw materials
EHm Work-in-progress
EE RN m Finished goods
R @ Consumables

RCEEEF+_H=+—H  DO¥
IREEIRCAEBR AT FEEER
HESTEAR®14,324,0007T (—LN

& AR%13,716,0007T)

o

rEE /NS

Group Company
“EEEF —NNANE ZTZEEE —NANANE
2000 1999 2000 1999
AREBTT AR%BTT AREBTT AR%ETT
RMB’000 RMB’000 RMB’000 RMB’000
18,423 19,629 18,423 19,629
57,098 62,332 57,098 62,332
82,078 90,694 80,332 88,817
6,380 6,863 6,380 6,863
163,979 179,518 162,233 177,641

At 31 December 2000, the amount of inventories of the Group
and the Company that are carried at net realisable value amounted
to RMB14,324,000 (1999: RMB13,716,000).

15.

BWRAR R

15.

R_EEEFT_RA=1T—H  BHEK

AREBAVIRE DA T -

—ELAN Within one year
—FE"F One to two years
“EE=F Two to three years

TRADE AND BILLS RECEIVABLES

At 31 December 2000, the ageing analysis of the trade and bills

receivable were as follows:

rEHE /NS

Group Company
“EEEF —NNANE ZTZ|EEE —NANANE
2000 1999 2000 1999
ARBTT AR%BTT AREBTT AR%TT
RMB’000 RMB’000 RMB’000 RMB’000
204,153 223,506 204,153 223,507
8,088 23,607 8,088 23,607
770 4,380 770 4,380
213,011 251,493 213,011 251,494

AEBRARIZERELZEFET
UEREHURRELIVGETHE - &
FEZHEHMEERRIZECRR H IV E
17 EREiDUEPZBRERENR
IRERIERE -

18

The Group’s and the Company’s turnover from export sales is on

letter of credit or documents against payment. The remaining

balances of turnover are on open account terms which are

partially covered by customers’ stand-by letter of credit or bank

guarantees.




(WRIEEEZ BRI BT RRIRE)
\ (prepared under Hong Kong Generally Accepted Accounting Principles)

iR B MEE &)
$ Notes to the Accounts (continued)

16.[BWIZ IR X EFRIE 16. AMOUNT DUE FROM HOLDING COMPANY
EWZER A NS MEESEER s BN ER The balance is unsecured, interest-free and has no fixed terms of
TR BHEMIE - repayment.
17.BIURARTRE 17. TRADE AND BILLS PAYABLES
RIZEEEF+THE=1+—H B At 31 December 2000, the ageing analysis of the trade and bills
AREBIIRE DT - payables were as follows:
rEE ¥ /N=|
Group Company
_EBEEF —NNNE ZTEEEF —NAANE
2000 1999 2000 1999
ARBFIT ANEEFT AREFT AREFT
RMB’000 RMB’000 RMB’000 RMB’000
—FLR Within one year 92,690 84,580 90,726 82,801
—FE_F One to two years 2,165 1,643 2,165 1,643
_FE=F Two to three years 1,124 1,224 1,124 1,224
BE=0 Over three years 2,661 3,847 2,661 3,847
98,640 91,294 96,676 89,515
31| IFE i) 5% 77\ E
1 19 W 5= ¥ 2 ® & 5 12 8 R 2 3

Shandong Xinhua Pharmaceutical Company Limited
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Notes to the Accounts (continued)

g EE K a)

18.18 K 18 SHARE CAPITAL
FEERERT
Group and Company
_EEEF —ANNE
2000 1999
ARBFT ANEETT
RMB’000 RMB’000
EERE Registered
277,312,8308% 277,312,830
(—ANNEE : 277,312,8308%) (1999: 277,312,830)
AREEREEAKE.007T A Shares of RMB1.00 each 277,313 277,313
150,000,0000% 150,000,000
(—ANEE 2 150,000,0008%) (1999: 150,000,000)
HIZ Z i E B AR 1.007T H Shares of RMB1.00 each 150,000 150,000
427,313 427,313
ERITRYERE Issued and fully paid
277,312,8308% 277,312,830
(—ANNEE : 277,312,8308%) (1999: 277,312,830)
AREREEANRKE1.007TD5 ¢ A Shares of RMB1.00 each divided into:
B =X A State shares 217,440 217,440
BN Legal person shares 16,720 16,720
RERE TR (5f(a)) Internal staff shares (note (a)) — 30,653
& AB& (5F(@a)) Individual shares (note (a)) 43,153 12,500
277,313 277,313
150,000,0000% 150,000,000
(—ANEE 2 150,000,0008%) (1999: 150,000,000)
HIZ i E B AR 1.007T H Shares of RMB1.00 each 150,000 150,000
427,313 427,313
BfEL - Note:
(@) 30,653,330 TR _EEEFT (@) 30,653,330 internal staff shares were listed on Shenzhen Stock
B+ "BAERIIESRZAT CHRE - Exchange on 26th July 2000.

20 |




(WRIEEEZ BRI BT RRIRE)
(prepared under Hong Kong Generally Accepted Accounting Principles)

Notes to the Accounts (continued

? EE K a

19. @ 19. RESERVES

vy
Group
BiniEER
BAREE (b)) HiEEE BE BHE
(& (b)) Share  (if(c) EfhfEE (W)

Capital  premium  Reserve Asset  Retained
reserve  account funds revaluation  earnings bk
(note (b)) (note (b))  (note (c)) reserve  (note (d)) Total

ARETT ARETT ARETT ARETT ARETT ABETT
RMB’000  RMB’000  RMB'000  RMB’000  RMB'000  RMB'000

R—ANANE—F—H At 1 January 1999 78,642 126,101 85,918 29,045 116,786 436,492
AEBRT Profit for the year = — — — 57,838 57,838
BARRBES Transfer to reserve funds — — 15,902 — (15,902) —
BE (KizF7) Dividends (note 7) = = - —  (17,093)  (17,093)
ETERRNEMmZ Capital expenditure for

BAMZH common facilities of staff = = (5,638) = = (5,638)
R—=NNANE

+ZH=1+—-H At 31 December 1999 78,642 126,101 96,182 29,045 141,629 471,599
RIEEEFE—HF—H At 1 January 2000 78,642 126,101 96,182 29,045 141,629 471,599
KEERA Profit for the year — — - - 67,826 67,826
BARRES Transfer to reserve funds — — 17,280 —  (17,280) —
BE (fst7) Dividends (note 7) — = = —  (34,185)  (34,185)
R_EEEE

+-B=+—-H At 31 December 2000 78,642 126,101 113,462 29,045 157,990 505,240

L 21 L B8 7 ZE B & B 3 8 R A =

Shandong Xinhua Pharmaceutical Company Limited
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\ (prepared under Hong Kong Generally Accepted Accounting Principles)

iR B M EE (=)
?f Notes to the Accounts (continued)

19.6fB &) 19. RESERVES (continued)

E NS
Company
i RER
EFXRRE (b)) RRES EE BEEN
(7£(b)) Share  (5t(c)) EftREE  (F)

Capital  premium  Reserve Asset  Retained
reserve  account funds revaluation  earnings L]
(note (b))  (note (b))  (note (c)) reserve  (note (d)) Total

ARBTT AEETT ARETT ARSTT AREFT ARETT
RMB'000  RMB’000  RMB'000 ~ RMB'000  RMB’000  RMB'000

R—NANNFE—-B—H At 1 January 1999 78,642 126,101 85918 29,045 116,786 436,492
AEERT Profit for the year — = — — 57,621 57,621
BEARBES Transfer to reserve funds = — 15,902 —  (15,902) —
B2 (fEt7) Dividends (note 7) — — — —  (17,093)  (17,093)
ST EERAMNFM Capital expenditure for

BARSH common facilities of staff — = (5,638) — — (5,638)
R—=ANNE

+-B=+—H At 31 December 1999 78,642 126,101 96,182 29,045 141,412 471,382
RIEESE—F—H At 1 January 2000 78,642 126,101 96,182 29,045 141,412 471,382
AEERA Profit for the year = = — — 67,340 67,340
BEARRES Transfer to reserve funds = — 17,280 —  (17,280) —
B2 (HE7) Dividends (note 7) — = — —  (34,185)  (34,185)
RZBEEE

+-B=+—-H At 31 December 2000 78,642 126,101 113,462 29,045 157,287 504,537

22 |
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Notes to the Accounts (continued

19.fE &)

(a)

RIEPEBRERERARTINRTE
B (REERE) - RREERNER
UTZRFEDIK -

(1) FFHRESE

IREIRR B BT 10%FE EERLR
NEE - EXCERIGLIESEEE
EAMELRNS0% » JUARBIR
By ;

(2)

RBEMEEBANS5%ZE10%EEE
NS

EIHKREREKREAZBBZE

BEBRBLEE R

KRB FIRE -

R EEBRRABE REED
BRSBTS 5HEE
R R EREC RRER
FIEtE -

BEXnEE RO RER

EAXANEZTEDEARTHEEER
FERRDHIBRATIREERE
FEEREER T VAR A ZE5E - IIDRE
BRBBIOIRERMESL - WERSE
TREEH - REPERBRZER &
AREEREIDEERSRBEARIEM
B

19. RESERVES (continued)

23

(a) Pursuant to relevant PRC regulations and the Company’s

Articles of Association (the “Articles”), profit after taxation

shall be appropriated in the following order:

(1M

(2)

make up accumulated losses;

transfer 10% of the profit after tax to the statutory surplus
reserve. When the balance of the statutory surplus reserve
reaches 50% of the registered capital, such transfers need
not be made;

transfer 5% to 10% of the profit after tax to the statutory
public welfare reserve;

transfer to the discretionary surplus reserve an amount
approved by the shareholders in general meeting; and

distribute dividends to shareholders.

The amount transferred to the statutory surplus reserve
and statutory public welfare reserve shall be based on the
profit after taxation in the statutory accounts prepared in

accordance with PRC accounting standards.

Capital reserve and share premium account

Capital reserve comprises mainly surplus between the

appraised value of assets and value of shares issued when the

Company was converted from a state-owned enterprise to a

joi

nt stock limited company. Share premium account arose

from issues of shares net of issuing expenses. According to

rel

evant PRC regulations, capital reserve and share premium

account can only be used to increase share capital.

WEREFEREREBDBERLF

Shandong Xinhua Pharmaceutical Company Limited



(WRIEEBE BRI SETRRIRE)
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iR B M EE (=)
; Notes to the Accounts (continued)

19.6fB &) 19. RESERVES (continued)

(c) REEEE (c) Reserve funds
EERER EEARE EERER
VN (5L(ii)) N F+
(5%(i) Statutory (& (iii)
Statutory public Discretionary
surplus welfare surplus
reserve reserve reserve fazE
(note (i) (note (ii)) (note (iii)) Total
AREFT AREFT ARETT ANREFT
RMB’000 RMB’000 RMB’000 RMB’000
R—NANE—B—H At 1 January 1999 35,751 21,069 29,098 85,918
Transfer from profit and
BEEREM loss account 6,361 3,180 6,361 15,902
BT ERHMC Capital expenditure for
BAMSZH common facilities of staff — (5,638) — (5,638)
R—ANNE
+-A=+—H At 31 December 1999 42,112 18,611 35,459 96,182
RIBEZFE—H—H At1 January 2000 42,112 18,611 35,459 96,182
Transfer from profit and
LS EEigus) loss account 6,912 3,456 6,912 17,280
RIEZSHF
+_-B=+—H At 31 December 2000 49,024 22,067 42,371 113,462

24 |
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(prepared under Hong Kong Generally Accepted Accounting Principles)

Notes to the Accounts (continued

19.fE &)

(c)

(d)

HERBEE (&)
Kzt
() EEBEQAES

AEEFRENDEEEREZRER
B 10%EEERFRESE - EAE
BRHABEEEZMERAIS0%ET -
LIARBREN - BB
BIEIEMEE - BRI RBHEBE
N EEREEREEE - BREENE
ERFEMERR25% °

/N

AEEFRENPEAEEREZREF
BRY5%E10%EEEL@E © LA
ERmERRRERESRTHIE
SRR ERITSTHE - MZER
e BREILARTMNE - RATE
8o EELmMEANIYABLUKEGER
& o
(i) EEBERES
ERBRFLBRICBEEMNPEIN
EEERTEREA » TRIFREES
BRIBINRA - (BIZEUEREARAR
BREASRZ BB - FUBEELE
LIMERREAERZRE -

B

RIBATER - I{ERADIKAVEF
WRIER QIR E ST ERI R BT
REPETENEE : ROIREBEE
EHERISN A TIESN EHiER 2 g5t
HERIFTETERVENEE - BNEME PR
Z BB LER  ZRFRESE
EF+_A=1T—HOHDIKZHEE
KA AR1157,287,0007T (—N
NE - ARME141,412,0000T) °

19. RESERVES (continued)

25

(c)

Reserve funds (continued)

Notes:

(i)

(iii)

Statutory surplus reserve

The Group is required in each year to transfer 10% of the profit
after taxation as reported under the PRC statutory accounts to
the statutory surplus reserve until the balance reaches 50% of
the registered share capital. This reserve can be used to make
up any losses incurred or to increase share capital. Except for
the reduction of losses incurred, any other usage should not
result in this reserve balance falling below 25% of the registered

capital.

Statutory public welfare reserve

The Group is required in each year to transfer 5% to 10% of
the profit after taxation as reported under the PRC statutory
accounts to the statutory public welfare reserve. This reserve is
restricted to capital expenditure for employees’ collective welfare
facilities which are owned by the Company. Except in
liquidation, the statutory public welfare reserve is not available

for distribution to shareholders.

Discretionary surplus reserve

The discretionary surplus reserve can be set up by means of
appropriation from the retained earnings or transfer from
statutory public welfare reserve. Subject to approval by
shareholders in general meetings, the reserve can be used to
reduce any losses incurred and to increase share capital. Any
transfers to the reserve also require the approval of shareholders

in general meetings.

(d) Profit appropriation

According to the Articles, the net profit for the purposes of

profit distribution is deemed to be the lesser of (a) the amount

determined in accordance with the PRC accounting standards

and financial regulations; and (b) the amount determined in

accordance with International Accounting Standards or

accounting standards of the place at which foreign shares of

at

the Company are listed. The amount available for distribution

31 December 2000 determined on this basis was

approximately RMB157,287,000 (1999: RMB141,412,000).

WEREFEREREBDBERLF

Shandong Xinhua Pharmaceutical Company Limited
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|3\ RE MR e
?f Notes to the Accounts (continued)

20.B1ITREMER 20. BANK AND OTHER LOANS

R_EEEF+T_A=1+—H *&E

At 31 December 2000, the Group’s and the Company’s bank and
RARTZIBITREMETARLTE

other loans were repayable as follows:

HAESR -
TEERFAT
Group and Company

RERITER FHRITER EfER

Long-term bank loans  Short-term bank loans Other loans
“EEEFE NNGE ZEEEF -ANNF Z8EEF -NWANE
2000 1999 2000 1999 2000 1999
ARBTT NEETT ARBTRT ARETT AREFT ARETT
RMB’000  RMB’000  RMB’000  RMB’000  RMB’000  RMB’000
H—FN Within one year = 53,500 259,100 276,230 — 9,646

26 |




(WRIEEEZ BRI BT RRIRE)
\ (prepared under Hong Kong Generally Accepted Accounting Principles)

Bk B M EE &)

Notes to the Accounts (continued

1.{78HERERMET 21.NOTES TO THE CONSOLIDATED CASH FLOW

STATEMENT

) BRREIRTREERF HEEANS

(a) Reconciliation of profit before taxation to net cash inflow

BEHIARTR from operating activities
“EEEF —NANE
2000 1999
AR#BTIT ARBEFIT
RMB’000 RMB’000
GOl Profit before taxation 83,404 68,268
BEEENE Depreciation of fixed assets 69,013 67,937
MEZH Interest expenses 21,599 20,520
FIRWA Interest income (12,586) (11,328)
FELEMKRERIEWA  Dividend income from unlisted investment (604) —
TEETEEBE Loss on disposal of fixed assets 904 1,995
FERD Decrease in inventories 15,539 793
EB RN RIE ~ Decrease/(increase) in trade
HMM IR ~ and bills receivables,
REREIRIE other receivables, deposits,
B GBI and prepayments 8,601 (8,921)
EIRARRIE Increase/(decrease) in trade
HM AR and bill payables,
fEETERIEM,/ other payables and
ORI accrued charges 4,462 (2,364)
W A EIRRIB Decrease/(increase) in amount due
B GBI from holding company 10,957 (1,511)
REEFIRE Net cash inflow from
RN IPER operating activities 201,289 135,389
| 27 W= ERERIMIDBRRI

Shandong Xinhua Pharmaceutical Company Limited
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\ (prepared under Hong Kong Generally Accepted Accounting Principles)

|é iR B M EE (=)
?f Notes to the Accounts (continued)

1.3 8 HERERMEE &) 21.NOTES TO THE CONSOLIDATED CASH FLOW
STATEMENT (continued)

(b) FRMERE DT (b) Analysis of changes in financing during the year
RITREMER
Banks and other loans
“EFEF —NANEF
2000 1999
ARBTIT ARBETTT
RMB’000 RMB’000
I—H—H At 1 January 339,376 306,728
HBRITEMR New bank loans 367,500 278,630
ERFTREMER Repayment of bank and other loans (447,776) (245,982)
R+—B=+—H At 31 December 259,100 339,376
22.iR1TEE 22. BANKING FACILITIES
RIEEEFE+"_H=1+—H  &5%H At 31 December 2000, the Group’s and the Company’s bank loans
RAQRTZBITETRBBEHENWARE totalling approximately RMB250,100,000 (1999:
250,100,0007C (—ANANE : AR RMB312,376,000) were guaranteed by a fellow subsidiary.
312,376,00070) H—XEEEKELRT
{FHELR -

28 |




(WRIEEEZ BRI BT RRIRE)
\ (prepared under Hong Kong Generally Accepted Accounting Principles)

iR B MEE &)
?f Notes to the Accounts (continued)

23. 1B 23. COMMITMENTS
(a) BEXEIE (a) Capital commitments
RIEFEF+_H="1t—H & At 31 December 2000, the Group had the following capital
BErEMEMERYREER BT commitments principally related to the construction-in-
BTRREREEETEESRARREE progress and purchase of fixed assets in respect of buildings
IEEEWT - and production facilities which were not provided for in the
accounts:
_EEEF —NANEFE
2000 1999
ARETFT AR IT
RMB’000 RMB’000
B E R & iE Contracted but not provided for 9,150 6,607
EFCREEREL  Authorised by the directors but not contracted for 127,700 48,600
136,850 55,207
(b) EEBERE (b) Commitments under operating leases
RIBESEEF+_/B=+—H ' &H As 31 December 2000, the group had commitments to make
BRI EZHEEMRARRK T payments in the next twelve months under operating leases
—ERSYZ AR - which expire as follows:
_EEEF —NANE
2000 1999
AREFT ANEREFT
RMB’000 RMB’000
TR REY Land and buildings
E_EFOHENR In the second to fifth year inclusive 360 —
3| E==3 i) Za8% 77\ =
| 29 WEFTFERERBDEBERRI
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T Notes to the Accounts (continued)

24 BRAEALTRS 24. RELATED PARTY TRANSACTIONS
AEEEERFRFHENETCEAN The Group had the following material transactions with the
HERTIRZHEUT : following related companies in the normal course of business:

_EEEF —NANEF
2000 1999
ARBFT AREFT
RMB’000 RMB’000
BA| || SRR Shandong Xinhua Pharmaceutical
BREERQT Group Company Limited (“SXPGC”),
RIRERAT the ultimate holding company
— BERBROR — Purchase of equity interests in The Bank
AR A F R of Communication and China Pacific
NEZ D Insurance Company Limited — 20,577
— FEEmPTAIARHE — Purchase of two properties in
MEMRESM Zibo and Qingdao,
LBE the PRC — 1,027
GER SRS 2 /NSI]ED)
== WNS] Fellow subsidiaries:
— HEHNER — Sale of finished goods and
R w raw materials 13,942 10,669
— RERVHE — Purchase of raw materials 54,281 60,434
— MEZWA - Rental income 465 465
— ZfUBHR — Payment of labour and
F A5 other services 12,156 12,156
(a) ARTVEFER RS IHRESE (a) In the opinion of the directors, the transactions stated above
FHBRERE —REFRTET ° were carried out on normal commercial terms in the ordinary

course of business.
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(prepared under Hong Kong Generally Accepted Accounting Principles)
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Notes to the Accounts (continued)
Iz

25. RIRIFRAT 25. ULTIMATE HOLDING COMPANY
ESARTLIACERERRIR—K The director of Company regard SXPGC, a State-owned limited
REEGFMANITNEREERETA liability company established in the PRC, as being the ultimate
g — WEMEBEEEBREER holding company.

a o

26.iRE&i8 26. APPROVAL OF ACCOUNTS
rEEBRBER-_EE-—F=FN1HHA The accounts were approved by the Board of directors on 9 March
ESgEE - 2001.

31| i) Za8% 77\ E
1 31 W= % FE R EKBBERRI

Shandong Xinhua Pharmaceutical Company Limited



