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Report of the Auditors

ARG+ HH

ShinewWing

certified public accountants

1 WEREFTERERMEDERLAD

& +86(010)65542288
telephone: +86(010)65542288

A T R 5 P K A 8 5
BHERKECHEI2E

12th Floor, Block C, Fu Hua Mansion
No.8, Chao Yang Men Bei Da Jie,
Dong Cheng District,

Beijing, 100027, P.R. China

fE +86(010)6554 1612
facsimile: +86(010)6554 1612

To the shareholders of
SHANDONG XINHUA PHARMACEUTICAL COMPANY LIMITED
(Incorporated in the People’s Republic of China with limited liability)

We have audited the balance sheet of Shandong Xinhua
Pharmaceutical Company Limited (the “Company”). As at 31
December 2000, its profit and loss statement and cash flows statement
for the year then ended. These financial statements are the
responsibility of the Company and our responsibility is to express an
audit opinion on these statements. We conducted our audit in
accordance with Standards for Independent Audits of PRC Certified
Public Accountants. We have examined, on a test basis, the
accounting records and supporting evidence, and have carried out

such audit procedures as we considered necessary.

In our opinion, the financial statements mentioned above present
fairly, in all material respects, the financial position of the Company
at 31 December 2000, the results of its operations and cash flows for
the year then ended, in conformity with Accounting Standards for
Enterprises and Accounting Regulations of Joint Stock Limited

Company, and on a consistent basis.

Shine Wing CPAs
Certified Public Accountants, PRC
26 February 2001
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Consolidated Balance Sheet
TEEEF{ T H=+—H As at 31 December 2000

? SEEEE(8#)

Assets

Current assets:
Cash on hand
Cash in bank
Marketable securities
Notes receivable
Accounts receivable
Other receivables

Less: Provision for bad debts

Deposits to suppliers

Deferred and prepaid expenses

Inventories

Less: Provision for loss on
realisation of inventory
Long term investments due

within one year
Other current assets

Total current assets

Long term investments:

Long term investments

(RIBHEE 51 R AfRE)

(prepared in accordance with PRC accounting standards)

FRE
At end
of Period
AR#TT
RMB

47,917.03
279,177,794.53
9,495,259.28
220,345,849.54
84,702,812.38
5,395,137.18
6,700,584.42
899,393.00
166,451,320.16

329,809.51

FHHE

At beginning
of Period
AE®T
RMB

49,232.86
289,599,668.25
10,892,478.00
276,952,202.56
79,481,379.97
24,171,501.13
4,456,281.38

182,825,765.71

3,308,431.80

762,095,983.65

816,777,075.80

38,663,500.00

Accounts receivable due after one year —

Total long term investments

Fixed assets:
Fixed assets at cost

Less: accumulated depreciation
Fixed assets-net book value
Construction materials
Construction-in-progress

Total fixed assets

Intangible assets:
Land use rights

Proprietary technology and patents
Other intangible assets

Total intangible assets

Other assets:

Other deferred expenses

Total other assets

Total assets

1,707,500.00

38,663,500.00

1,707,500.00

896,876,180.18
460,999,541.46
435,876,638.72
2,039,971.44
61,735,431.31

863,821,164.52
406,590,094.74
457,231,069.78
1,975,397.84
42,869,275.95

499,652,041.47

502,075,743.57

62,315,248.00

63,707,292.00

62,315,248.00

63,707,292.00

1,362,726,773.12

1,384,267,611.37
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Consolidated Balance Sheet (continued)
TEEFEZF+ H=+—H As at 31 December 2000

Liabilities and shareholders’ equity

Current liabilities:
Short term loans
Notes payable
Accounts payable
Accrued payroll
Tax payable
Dividend payable
Deposits from customers
Other payables
Accrued expenses
Welfare and benefit payable
Other payments
Long term loans due

within one year

Other current liabilities

Total current liabilities

Long term liabilities:
Long term loans
Debentures payable
Premium (Discount) on

debenture payable
Accounts payable due
after one year

Total long term liabilities
Other liabilities
Total other liabilities

Total liabilities

Minority interests
Shareholders’” equity:
Share capital
Capital surplus
Surplus reserve
Including: welfare reserve
Undistributed profit

Total shareholders’” equity

Total liabilities and shareholders’

equity

(RIEHETE 5T /R AR R

(prepared in accordance with PRC accounting standards)

FRE
At end
of Year
AR#¥TT
RMB

259,100,000.00
27,669,400.00
74,285,403.98
4,563,274.84
38,853,599.05
5,747,527.45
12,144,333.86
2,500,000.00
8,389,761.25

FHE

At beginning
of Year
AR
RMB

276,230,000.00
14,690,000.00
84,410,021.19
2,580,729.41
21,376,200.90
4,727,609.01
14,558,425.55
1,500,000.00
6,552,860.44

63,146,000.00

433,253,300.43

489,771,846.50

3,561,500.00

3,561,500.00

3,561,500.00

3,561,500.00

436,814,800.43

493,333,346.50

215,781.09

427,312,830.00
218,402,458.30
113,462,310.71

18,815,386.30
166,518,592.59

149,696.06

427,312,830.00
218,402,458.30
96,182,464.06
15,359,416.97
148,886,816.45

925,696,191.60

890,784,568.81

1,362,726,773.12

1,384,267,611.37

WEREFTERERMEDERLAD
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(WRIEFEZ5TRRIHER)
\ (prepared in accordance with PRC accounting standards)

EEBRR

% Balance Sheet
Iz

T EEFZF+_H—=+—H As at 31 December 2000

FERE FHRE
At end At beginning
BE Assets of Period of Period
AR AEHETT
RMB RMB
RENEE - Current assets:
RE Cash on hand 47,917.03 44,029.71
RITER Cash in bank 277,458,330.37 288,398,955.66
BEES Short term investment — —
fENEIE Notes receivable 9,495,259.28 10,892,478.00
& U BR R Accounts receivable 220,345,849.54 276,952,202.56
B EULFR Other receivables 85,018,602.04 80,130,829.78
OB IEARENR Less: Provision for bad debts 5,395,137.18 24,171,501.13
FEITER Deposits to suppliers 6,700,584.42 4,456,281.38
SHMER Deferred and prepaid expenses 899,393.00 —
55 Inventories 164,705,614.64 180,948,764.96
B GEEIR Less: Provision for loss on
B realisation of inventory 329,809.51 3,308,431.80
—FAEERRY Long term investments due
REBRE within one year — —
HitRnEgEE Other current assets — —
REBEESE Total current assets 758,946,603.63 814,343,609.12
REKE Long term investments:
REAKE Long term investments 40,245,894.72 2,805,271.10
—FEPA LR Accounts receivable due
fEWFRIE after one year — _
RERESET Total long term investments 40,245,894.72 2,805,271.10

BE&EE Fixed assets:
BEEERE Fixed assets at cost 896,755,953.18 863,738,410.52
B BETITE Less: accumulated depreciation 460,977,437.10  406,588,715.50
BEEEFE Fixed assets-net book value 435,778,516.08 457,149,695.02
IEME Construction materials 2,039,971.44 1,975,397.84
FREITE Construction-in-progress 61,735,431.31 42,869,275.95
BEEESE Total fixed assets 499,553,918.83 501,994,368.81
BEEE : Intangible assets:
St FAE Land use rights 62,315,248.00 63,707,292.00

TXEEREERIN

Proprietary technology and patents

HWEEEE Other intangible assets — —
BEEESET Total intangible assets 62,315,248.00 63,707,292.00
HihEE - Other assets:

HEEST B Other deferred expenses — —

Total other assets

Total assets

1,361,061,665.18

1,382,850,541.03
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Balance Sheet (Continued)

? EEBBEE 4

FF+_H=1+—H As at 31 December 2000

Liabilities and shareholders’ equity

Current liabilities:
Short term loans
Notes payable
Accounts payable
Accrued payroll
Tax payable
Dividend payable
Deposits from customers
Other payables
Accrued expenses

Welfare and benefit payable

Other payments

Long term loans due
within one year

Other current liabilities

Total current liabilities

Long term liabilities:
Long term loans
Debentures payable
Premium (Discount) on

debenture payable

Accounts payable due after one year

Total long term liabilities
Other liabilities
Total other liabilities

Total liabilities

Shareholders’ equity:
Share capital
Capital surplus
Surplus reserve
Including: welfare reserve
Undistributed profit

Total shareholders’” equity

Total liabilities and shareholders’ equity

(RIEHETE 5T /R AR R

FRE
At end
of Year
AR#¥TT
RMB

259,100,000.00
27,669,400.00
72,345,623.64
4,792,208.67
38,853,599.05
5,747,527.45
12,405,853.52
2,500,000.00
8,389,761.25

(prepared in accordance with PRC accounting standards)

FHE

At beginning
of Year
AR
RMB

276,230,000.00
14,690,000.00
83,249,905.19
2,442,880.35
21,376,200.90
4,727,609.01
14,589,016.33
1,500,000.00
6,552,860.44

63,146,000.00

431,803,973.58

488,504,472.22

3,561,500.00

3,561,500.00

3,561,500.00

3,561,500.00

435,365,473.58

492,065,972.22

427,312,830.00
218,402,458.30
113,462,310.71

18,815,386.30
166,518,592.59

427,312,830.00
218,402,458.30
96,182,464.06
15,359,416.97
148,886,816.45

925,696,191.60

890,784,568.81

1,361,061,665.18

1,382,850,541.03

WEFERERBDBERLF

Shandong Xinhua Pharmaceutical Company Limited
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MEXRRERABoE R (5§ #)
Consolidated Profit and Loss Account and Profit Distribution
BE_EEEF+_B=1+—HIFE For the year ended 31 December 2000

Sales
Including: Export sales
Less: Sales allowance and discount

Net sales
Less: Sales tax
Cost of sales
Including: Cost of export sales

Sales gross profit

Less: Selling expenses
General and administrative expenses
Financial expenses

Add: Net income from other operations

Operating profit

Add: Investment income
Non-operating income
Allowance

Less: Non-operating expenses

Add: Prior year adjustment

Profit before income tax
Less: Income tax
Minority interests

Profit after taxation
Add: Undistributed profit at
the beginning of the year

Distributable profit
Less: Appropriation of statutory
surplus reserve
Appropriation of statutory
employees welfare reserve

Undistributed profit available for the year
Less: Appropriation of discretionary
surplus reserve
Dividends distribution
Prior year’s income tax adjustment

Undistributed profit

(RIBHEE 51 R AfRE)

(prepared in accordance with PRC accounting standards)

AEREH
Current year
AE®BT
RMB

1,044,072,798.76

411,336,366.20

1,044,072,798.76

6,830,368.63
734,998,291.82
299,399,457.18

302,244,138.31
109,892,641.12
98,780,714.31
9,045,939.49
1,972,534.35

86,497,377.74

604,000.00
4,021,563.07

6,447,997.04

84,674,943.77
15,489,472.12
66,085.03
69,119,386.62
148,886,816.45
218,006,203.07
6,911,938.66
3,455,969.33
207,638,295.08
6,911,938.66
34,185,026.40

22,737.43

166,518,592.59

LEFEREH
Last year
AE®T

RMB

950,661,233.82
378,039,049.50

950,661,233.82

6,759,541.17
677,224,674.49
268,596,440.01

266,677,018.16
94,999,313.65
87,584,371.01
8,557,154.65
1,432,222.87

76,968,401.72

2,195,218.01
1,275,439.62
6,399,857.67

74,039,201.68
10,399,765.39
29,696.06
63,609,740.23
118,272,024.47
181,881,764.70
6,360,974.02
3,180,487.01

172,340,303.67

6,360,974.02
17,092,513.20

148,886,816.45




(RIEHETE 5T /R AR R

(prepared in accordance with PRC accounting standards)

MERRKRHMEDER

FEEHEA
Hrp: MOFEEHEA
B ITHI BRI AR

FEEFNNSE

B FEEBFRERMIN
FEXFHMA

Hrh: WOFEXHFNAE

FEEFFE

B ERER
BEEH
MBEEN

V=i itE /R D

R E

- mEWE
BERNA
fEAUA

B BEANZE

1 AR EEm i

A EHEER
B BTE

BRI E
1 FRRDE
QlbE

S0 ECAYA)E

B IRBUARE
BEFNIE
REUVARE
NG

SRR D ECRY A

B IEEER
BEFNIE
FEAT & 5m A AR A
LEEMRAE

KD ECHE

Sales
Including: Export sales
Less: Sales allowance and discount

Net sales
Less: Sales tax
Cost of sales
Including: Cost of export sales

Sales gross profit

Less: Selling expenses
General and administrative expenses
Financial expenses

Add: Net income from other operations

Operating profit

Add: Investment income
Non-operating income
Allowance

Less: Non-operating expenses

Add: Prior year adjustment

Profit before income tax
Less: Income tax

Profit after taxation
Add: Undistributed profit at the
beginning of the year

Distributable profit
Less: Appropriation of statutory
surplus reserve
Appropriation of statutory
employees welfare reserve

Undistributed profit available for the year
Less: Appropriation of discretionary
surplus reserve
Dividends distribution
Prior year’s income tax adjustment

Undistributed profit

Profit and Loss Account and Profit Distribution
#HE _FEFF+_HF="1—HILFE For the year ended 31 December 2000

AEREH
Current year
AER®BT
RMB

1,036,321,498.73

411,336,366.20

1,036,321,498.73

6,784,444.58
729,267,954.45
299,399,457.18

300,269,099.70
109,280,196.04
98,240,297.63
9,069,265.68
1,972,534.35

85,651,874.70

1,088,623.62
4,021,563.07

6,432,218.65

84,329,842.74
15,210,456.12

69,119,386.62
148,886,816.45
218,006,203.07
6,911,938.66
3,455,969.33
207,638,295.08
6,911,938.66
34,185,026.40

22,737.43

166,518,592.59

LFEREE
Last year
AR

RMB

948,767,096.60
378,039,049.50

948,767,096.60

6,752,435.35
675,839,663.76
268,596,440.01

266,174,997.49
94,910,717.51
87,535,903.04
8,561,552.05
1,432,222.87

76,599,047.76
217,771.10
2,195,218.01

1,275,439.62
6,399,857.67

73,887,618.82
10,277,878.59

63,609,740.23
118,272,024.47
181,881,764.70
6,360,974.02
3,180,487.01
172,340,303.67

6,360,974.02
17,092,513.20

148,886,816.45

WEFERERBDBERLF

Shandong Xinhua Pharmaceutical Company Limited
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(RIBHEE 51 R AfRE)

(prepared in accordance with PRC accounting standards)

HERER (5 #H)
Consolidated Cash Flow Statement
#HE _FEEFF+_F—-1T—HIFTFE For the year ended 31 December 2000

Cash flows from operating activities
Cash received from sales of goods or
rendering of services
Rental received
Refund of tax
Other cash received relating to
operating activities

Current year
AR%E
RMB

1,058,282,987.40

8,830,000.00

5,383,580.54

Sub-total of cash inflows

1,072,496,567.94

Cash paid for goods and services
Cash paid for operating leases
Cash paid to and on behalf of employees
Value added tax paid
Income tax paid
Taxes paid other than value added tax
and income tax
Other cash paid relating to operating activities

630,215,071.02
198,500.00
110,321,854.76
71,086,463.40
23,893,924.84

9,487,785.14
59,757,644.66

Sub-total of cash outflows

904,961,243.82

Net cash flow from operating activities

167,535,324.12

Cash flows from investing activities

Cash received from return of investments

Cash received from distribution of dividends
or profits

Cash received from bond interest income

Net cash received from disposal of fixed assets,
intangible assets and other long-term assets

Other cash received relating to investing activities

44,000.00

604,000.00

Sub-total of cash inflows

648,000.00

Cash paid to acquire fixed assets, intangible assets
and other long-term activities

Cash paid to acquire equity investments

Cash paid to acquire debt investments

Other cash paid relating in investing activities

47,087,869.74
33,200,000.00

Sub-total of cash outflows

80,287,869.74

Net cash flow from investment activities

(79,639,869.74)




(RIEHETE 5T /R AR R

(prepared in accordance with PRC accounting standards)

S B hBEE(AH) (a)
T Consolidated Cash Flow Statement (continued)
#HE _FEFF+_HF="1—HILFE For the year ended 31 December 2000

Current year
AR
RMB
= BEGIEENRZME Cash flows from financing activities
IRUGERIT IR ERNEINIRE Proceeds from issuing shares —
S1TESPTUEIRYIRSE Proceeds from issue of bonds —
BMANEIRNIRE Proceeds from borrowings 430,100,000.00
INEINEMEEEEEERMAVIEE  Other proceeds relating to financing activities 8,468,702.55
WERANE Sub-total of cash inflows 438,568,702.55
BEREFBITNIRT Cash repayments of amounts borrowed 507,594,400.00
BHEEEBRTSIN Cash payments of expenses on
HYIRE any financing activities —
DR BENANEATSZ Y Cash payments for distribution of
MIRE dividends or profits 6,641,297.96
SRMBAITIIRE Cash payments of interest expenses 21,715,731.40
RMEBEMZITHNIRS Cash payments for finance leases —
WD MERPTSTRIIRE Cash payments for reduction of registered capital —
SUNEMEEEEEEM Other cash payments relating to
HIIR % financing activities 899,393.00
IRERLNET Sub-total of cash outflows 536,850,822.36
EEEHELENRERERE Net cash flow from financing activities (98,282,119.81)
o SEREHHIRENEE Effect of foreign exchange rate changes on cash (36,524.12)
I RERREEEYRIZINEE Net Increase in cash and cash equivalents (10,423,189.55)

WEFERERBDBERLF

I 9 Shandong Xinhua Pharmaceutical Company Limited



(RIBHEE 51 R AfRE)

(prepared in accordance with PRC accounting standards)

BEREXR(SH) (&)

Consolidated Cash Flow Statement (continved)
#HE _FEEFF+_F—-1T—HIFTFE For the year ended 31 December 2000

wrRER Supplementary information:
Current year
AR
RMB

—  AB RSN HRER

Investing and financing activities that do not

SHEH involve cash receipts and payments:
DEEEEREREBR Repayment of debts by the transfer of fixed assets —
LR BERER Repayment of debts by the transfer of investments —

Investment in the form of fixed assets
Repayments of debts by the transfer of inventories

IR TR AR T EEER Reconciliation of net profit to cash flows from
ReEme operating activities:
ez IbES Net profit 69,119,386.62
I EHERVEIRERENEEIBAYER  Add: Provision for bad debt or bad debt written off 10,277,608.22

EEBENE

Depreciation of fixed assets

64,027,415.16

B EEEIE Amorisation of intangible assets 1,392,044.00
REECEE  BIFEE Losses on disposal of fixed assets,
MEAMREAE ERY intangible assets and other
B () long-term asset (or deduct: gains) 2,381,633.68
BEEEHREBIER Losses on scrapping of fixed assets —
B ER Financial expenses 9,045,939.49
REEBX Losses arising from investments
ORISR (or deduct: gains) (604,000.00)
EERMEIE OF : E18) Deferred tax credit (or deduct: debit) —
FERY Decrease in inventories (or deduct: increase) 12,776,580.26
BT E W IE B RV B Decrease in operating receivables
CRL = 18I (or deduct: increase) (9,457,104.49)
HEMTRIIEERIEM Increase in operating payables
CRBL = R (or deduct: decrease) 5,280,055.78
Hith Others 3,295,765.40
REEEHELNREREPE Net cash flow from operating activities 167,535,324.12

= REREZFEWSENBER
REHVHIRERER

Net increase in cash and cash equivalents:

Cash

at the end of the period

279,225,711.56

W IR HVEARDERER Less: cash at the beginning of the period 289,648,901.11
- REFBYRIEIRERER Plus: cash equivalent at the end of the period —
B RS EYRVEARDERER Less: cash equivalents at the beginning the period —

RERREEEWFBNE

Net increase in cash and cash equivalents

10

(10,423,189.55)




BERER

(RIEHETE 5T /R AR R

(prepared in accordance with PRC accounting standards)

Cash Flow Statement
#HE _FEFF+_HF="1—HILFE For the year ended 31 December 2000

— REEIEENERETAE

WEFm - BHEH
IWEIRVIRE
WERRYAE &
WEIRE SRR

W B Y EL i B A R R &)
BRANRE

BERANE

BERm  BEXEBUNIERESE
TEEEERTSZITRVESE

YRR IURBE IUNIRE
BERRMAVIRER K
SIYRIFTISIR R

SATHIBRIBIER ~ ATERIASNAY
HEMRE
YR E MR T R E)
BRANRE

BEAL/at

REEHELENREREPHR

Cash flows from operating activities
Cash received from sales of goods or
rendering of services
Rental received
Refund of tax
Other cash received relating to
operating activities

Sub-total of cash inflows

Cash paid for goods and services

Cash paid for operating leases

Cash paid to and on behalf of employees

Value added tax paid

Income tax paid

Taxes paid other than value added tax
and income tax

Other cash paid relating to
operating activities

Sub-total of cash outflows

Net cash flow from operating activities

rHIEER
Current year

AR
RMB

1,047,900,682.99

8,830,000.00

5,284,192.56

1,062,014,875.55

622,308,165.10

109,975,250.30
70,625,492.53
23,526,603.31
9,440,455.83

59,154,605.78

895,030,572.85

166,984,302.70

WEFERERBDBERLF

Shandong Xinhua Pharmaceutical Company Limited
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(prepared in accordance with PRC accounting standards)

H\ HeRER
? T Cash Flow Statement (continved)
#HE _FEEFF+_F—-1T—HIFTFE For the year ended 31 December 2000

Current year
AR
RMB
CREERHELENHEERE Cash flows from investing activities
WOl & FTINEIRYIR &= Cash received from return of investments 44,000.00
DERAEAE Cash received from distribution of
FTUEIRYIR & dividends or profits 604,000.00
VS EST BURAPTNEIIRE Cash received from bond interest income —
REETCEE BEEEMEMN Net cash received from disposal of fixed assets,
RIABEEMWERYVIRE S8 intangible assets and other long-term assets —
WEIRE B % B R H) Other cash received relating to —
BRIEE investing activities —
WERANNE Sub-total of cash inflows 648,000.00
BEEEEE Cash paid to acquire fixed assets,
BEEEMELM intangible assets and other
REHBEMZYHIRE long-term activities 47,050,396.74
BRI R B IIRE Cash paid to acquire equity investments 33,200,000.00
BETREMIRIRE Cash paid to acquire debt investments —
SATHYE MR B B R & Other cash paid relating in
BRENIRS investing activities —
IRERMLNET Sub-total of cash outflows 80,250,396.74
REEHEENRERERE Net cash flow from investment activities (79,602,396.74)

12 |
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(prepared in accordance with PRC accounting standards)
H\ HERE R 5

?? Cash Flow Statement (continved)

/ BHE _FTEFEFF+_H—=+—HILTFE For the year ended 31 December 2000

Current year
AR
RMB
= BEGIEENRZME Cash flows from financing activities
IRUGERIT IR ERNEINIRE Proceeds from issuing shares —
S1TESPTUEIRYIRSE Proceeds from issue of bonds —
BMANEIRNIRE Proceeds from borrowings 430,100,000.00
BN E M EEE B EE) Other proceeds relating to
BRENIRE financing activities 8,468,702.55
WERANE Sub-total of cash inflows 438,568,702.55
BEREFBITNIRT Cash repayments of amounts borrowed 507,594,400.00
BHEEEEH Cash payments of expenses on
FTSZ(TRVIRE any financing activities —
D EC iR B AE Cash payments for distribution of
AT YHIRE dividends or profits 6,641,297.96
SRMBAITIIRT Cash payments of interest expenses 21,715,731.40
REBEMZITHIRS Cash payments for finance leases —
BAOFEME Cash payments for reduction of
Tz (IR E registered capital —
SNEMEEZEETEE) Other cash payments relating to
BREIIRE financing activities 899,393.00
IRERLNET Sub-total of cash outflows 536,850,822.36
EEEHELENRERERE Net cash flow from financing activities (98,282,119.81)
o SEREHHIRENEE Effect of foreign exchange rate changes on cash (36,524.12)
I RERREEEYRIZINEE Net Increase in cash and cash equivalents (10,936,737.97)
13 WEFTERERBDERRI
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Cash Flow Statement (continued)
#HE _FEEFF+_F—-1T—HIFTFE For the year ended 31 December 2000

wrRER Supplementary information:
Current year
AR
RMB

—  AB RSN HRER

Investing and financing activities that do not

SHEH involve cash receipts and payments: —
LIBEEEERER Repayment of debts by the transfer of fixed assets —
IR BERER Repayment of debts by the transfer of investments —
DIEEEEEITIRE Investment in the form of fixed assets —
LIBEEERER Repayments of debts by the transfer of inventories —

IR TR AR T EEER Reconciliation of net profit to cash flows from
RERE operating activities:
B Net profit 69,119,386.62
0 : EHERYIEIRAE RSN Add: Provision for bad debt or
@ﬁf’éaﬁﬁ‘fﬁﬁ bad debt written off 10,277,608.22
EEENE Depreciation of fixed assets 64,006,689.16
Eﬂ/ﬁfﬁ&ﬁfﬁ Amorisation of intangible assets 1,392,044.00
FEEEQE R Losses on disposal of fixed assets,
BENEMERRAEERN intangible assets and other
TE% OB = WA long-term assets (or deduct: gains) 2,381,633.68
BEEEEHRBIERX Losses on scrapping of fixed assets —
BB BER Financial expenses 9,069,265.68
REEBX Losses arising from investments
ORI (or deduct: gains) (604,000.00)
EIERRER Deferred tax credit
OBl : &18) (or deduct: debit) —
Decrease in inventories
FERD (or deduct: increase) 12,645,285.03
KETRENEERN Decrease in operating receivables
B GBI (or deduct: increase) (7,424,444.38)
KEITREMIEERN Increase in operating payables
BN G OB (or deduct: decrease) 5,098,103.21
Hith other 1,022,731.48
REEEHELNREREPE Net cash flow from operating activities 166,984,302.70

= HERESSHEWSENER

Net increase in cash and cash equivalents:

IREZAVEARERER Cash at the end of the period 277,506,247.40
W IR HVEARDERER Less: cash at the beginning of the period 288,442,985.37
- REFBYREIRERER Plus: cash equivalents at the end of the period —
B RS EYRVEARDERER Less: cash equivalents at the beginning the period —

RERREEEWFBNE

Net increase in cash and cash equivalents

(10,936,737.97)

14
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Notes to the Accounts
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(prepared in accordance with PRC accounting standards)

T

WERHMERERNDBRAT (TH: X
RE) B2—ELARE ARTE—T
N=FHWRNERERMTERNIL - —
NNANEFET_BEARTYLUEBRLT
o NEAFTHEARRMBEHERS
—NANEFTCRARFILURIRB L™
o RRABOTHEARKMBIAREKE -
—NNNF+—RBiEREARXMEL
NEZIEEGERIRER » BRABK
ERDBRAT -

BLTZERFE+-A=+—H 24

GENERAL BACKGROUND

Shandong Xinhua Pharmaceutical Company Limited (the
“Company”), a listing company, was established in 1993 as a
result of the reorganization of Shandong Xinhua Pharmaceutical
Factory. In December 1996, the Company issued its H Shares of
the People’s Republic of China on Hong Kong Security Exchange.
In July 1997, the Company listed its A Shares of the People’s
Republic of China on Shenzhen Stock Exchange. In November
1998, the Company became a foreign investment joint stock
limited company approved by the Ministry of Foreign Trade and

Economic Cooperation of the PRC.

As at 31 December 2000, the registered capital of the Company

SNEMESTR AR 42,7318 » I was RMB427.31 million and the capital structure of the Company
TEEBUWT - for the year ended of 31 December 2000 was as follows:
Bt BEE
Number of
Shares BN LEBl
Outstanding Amount Percentage
ANERBFT
‘000 RMB’000
W 2% B% State shares 217,440 217,440 50.89%
HEBEAR Legal-persons shares 16,720 16,720 3.91%
HERRHE General public H shares 150,000 150,000 35.10%
HELARAR General public A shares 43,153 43,153 10.10%
=H Total 427,313 427,313 100%

AR EBNEE RETHELS
REZE "R RIETER °

AT ML - RS ET -

15

The principal business of the Company is to develop, produce and
sell bulk pharmaceutical, preparations and other chemicals

products.

The registered address of the Company is Zibo City, Shandong

Province.

WEFERERBDBERLF

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

2. BEtRRIRBELE

2.1

2.2

ARTPITHEARTANE AR
(XS EAD M ERIDBRA
SEEHE) - FRTUARBERE
BRAIHE -

AR EIR BRI AR (G HED
ME)RBEEMKRE  E-FFE
FEAATHEBRYREIS 88%:ll IE 558
BT — EENEAEEER
REMAEGHEFTBRENEGHEE -
MENEAEEBRATIR—AN
F+—RTNHHEEIHITNEE
BHEENS ML

2. BASIS OF PRESENTATION OF FINANCIAL STATEMENTS

2.1

2.2

The financial statements have been prepared in conformity
with the Accounting Standards for Enterprises and the
Accounting Regulations of Joint Stock Limited Companies
issued by the Ministry of Finance. The Company uses RMB

as its recording currency.

The consolidated financial statements, comprising the
consolidated accounts of the Company and its subsidiary —
Zibo Xinhua Pharmacy Co., Ltd. which was approved for
incorporation by the Zibo Industrial and Commercial
Administration on 19 November 1999 and in which the
company holds 88% of the total equity interest, has been
prepared in accordance with Provisional Regulations of
Consolidating Financial Statements and relevant
supplementary regulations. All significant transactions and
balances between the Company and its subsidiary are

eliminated upon consolidation.

3. ¥E

3.1

3.2

3.3

b

TERSR

=
-]
=]

1.

il

B

onn

AATEHAFEERF-—B—HEE
+-HB=+—Hi-

EIRERREHERE

AATEETRMRUEST HEHRECIR
[RE > BRISRIERAAN » SIBEEIFLU
MERNEEREMAEHE

NEBEFREL A

ARATNBEBIEERBEER—H
PEARRITOMAMEERITER
ARG - NBEEREENEE -
REEEBEXRARPFRERRAE - E
ERVERBmMEt AERER -
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3. PRINCIPAL ACCOUNTING POLICIES

3.1

3.2

3.3

Accounting period

The accounting period of the Company is from 1 January to

31 December of the calendar year.
Accounting principles and basis of valuation

The financial statements have been prepared on an accrual
basis and the various assets are valued at historical cost unless

otherwise indicated.

Translation of foreign currencies

Foreign currency transactions during the year are translated
into RMB at the rates of exchange quoted by the People’s
Bank of China on the first day of the month in which the
transaction occurred. Foreign currency monetary assets and
liabilities are translated into RMB at the rates of exchange
prevailing at the balance sheet date. Exchange differences

arising are included in the operating results.
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Notes to the Accounts (continued)

3.4 RIRER

3.5

AR EREE =F L ERVEUBRTFRIZ
100%5T IR AR %0 » BRESE_TF =2
= FRIBINRRIZ 20% 5T IR IR AR
& > BREE—E _FMRURIZ
10%5T IRIRER 2SR » BREE—F LA
B BN AR TRIZ 0.5% 5T IR ISR AR 0 -

AR E MBI EE A T
O TR5H £R PR BB MUAR R — B0 R
EHRIEIRER

58

ArRIFEEERMH  TERNE
i » AR A ETHE

FMH%P‘EEZEEBELEB* g K

CRIBEFEMN  TEMBERNS
EE@ZLWIEJB%&EP?;EETJQIE%W
< BEEVE - ERTENRE
ERBMA -

E R mBREINEFIDAGEE -

MRBBFERRBRERZEERGTE
IBENMASRETEIRPENEER
I -

3. PRINCIPAL ACCOUNTING POLICIES (Continued)

17

3.4 Provision for bad debts

3.5

Full provision is made for the accounts receivable outstanding
for over three years. The 20% and 10% provisions are made
for the balances outstanding over two but less than three years
and over one but less than two years respectively. A general
provision of 0.5% is made for the balances outstanding within

one year.

The provision of the other receivables is made in accordance
with the policy of the accounts receivable except for the major

transactions with the related parties.
Inventories

Inventories, comprising mainly raw materials, work-in-progress

and finished goods, are stated at cost.

The cost of raw materials includes all purchase cost,
transportation, loading and unloading and insurance, in
bringing the raw materials to the present location and
condition. In the case of work-in-progress and finished goods,
costs include the actual costs of direct materials, direct labour

and manufacturing overheads.

Cost of finished goods is determined on a weighted average

basis at the end of months.

The provision for loss on realization of inventory is
determined on an individual basis whenever the cost of

inventory items exceeds its net realizable value.

WEFERERBDBERLF

Shandong Xinhua Pharmaceutical Company Limited
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3. EEEEBER &)
3.6 REARE

ARTRAKREBDEOEMERIRE
M—FUEREEESAES « BE
z - AATMRBZEMERIREE
FRVRIEITIE20%LA THY » BUZAAS
EZE - DEMENRERANBE
ESABWALLIES #EHE -

3.7 BIEBEEMNERIRE
JVIBEEEE

REHERIRBRIEEE EMN
tEFEE B8 ERMEERHE » X
HEMBANEEEENUERM
AETE - EEEEITEUEHE
BERERABERASE » LiIZE
EEEMER - BEIERFIREE
NEXR - MEHERFR—MKR -

IEER

BERZEEY 155
g 104
B 104

#ﬂ#’z}&ffﬁ& EmT R 105

372EEIRE

AR ERIREUERMAEAS
B EENICBEEBRERE
) WERBBBERENAEE
& BERA R ERIEE R
SHE2RAEERER
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(RIBHEE 51 R AfRE)

(prepared in accordance with PRC accounting standards)

Notes to the Accounts (continued)

3. PRINCIPAL ACCOUNTING POLICIES (Continued)

3.6

3.7

Long-term investments

Long-term investments represent investments in other
enterprises and securities such as bonds and treasury bonds
due over one year. Long-term investments are recorded by
using cost method as all these investments constitute less than
20% of the capitals of the invested enterprises. The income
earned from investment in other enterprises and interest
incomes from the securities are accounted for on an accrual

basis.

Fixed assets and construction in progress

3.7.1 Fixed assets

The fixed assets owned by the Company before the
reorganization are stated at appraised values as
determined by an independent asset appraisal at the date
of reorganization. The fixed assets purchased or
constructed by the Company after the reorganization are
stated at cost. Depreciation of fixed assets is calculated
on a straight line basis over their expected useful lives,

and classified by items. The useful lives are:

Expected

Useful lives

Plants and buildings 15 Years
Machinery and equipment 10 Years
Electronic apparatus 10 Years
Office equipment and motor vehicles 10 Years

3.7.2Construction in progress

The construction in progress are stated at cost. Cost
comprises all direct and indirect costs of acquisition or
construction of buildings, plant and machinery as well as
the capitalized interests for the loans borrowed and

exchange differences arising during the construction.
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Notes to the Accounts (continued)

3. EEFEBR @)

3.8

3.9

BREESHBERMIBLEA

ARENEFLEEZZETMER
g - REBSEMEEEEEIER S
BiEF(1993)8E365E X » LRI
BIFERNTEESHE - WEART
R YIFIRE TR EAR A+ 2 HA
1838 o

EEWIARER

HWEESYNERNATERNTEE
EiER I ESIEN SRR RIEFE

Eol

SHMATEEREERET - NEIEE
ERXES U EE R RIEF R

3.10118

3101 BT

REUEEARRTIBRF
(1996) 1275%1 X {HE R B FTER
BEHE - AR IEZIR15%[
REBINEEFER -

3. PRINCIPAL ACCOUNTING POLICIES (Continued)

19

3.8 Valuation and amortization of intangible assets

3.9

Land use rights are stated at appraised values as determined
by an independent asset appraisal performed upon the
reorganization of the Company and amortized on a straight
line basis over the land use rights period of 50 years in
accordance with the document of “Zi Guo Zi Qi Zi (1993)
No. 36” issued by the Zibo State Asset Administration Bureau.

Recognition of revenue

Revenues from sales of goods is recognized when the
ownership of the goods has been transferred and the revenue

or revenue entitlement has been obtained.

Service income is recognized when the service has been
performed and the revenue or revenue entitlement has been

received.

3.10 Principal Taxation

3101 Income tax

The Company is subject to a 15% preferential income tax
rate according to the “Approval for Income Tax of Listing
Company Lu Zheng Zi (1996) No. 127" issued by the

Shandong Provincial Government.

WEFERERBDBERLF

Shandong Xinhua Pharmaceutical Company Limited
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3. EEEEBER &)
310RIE (#8)

310218 1B

AREEEWNBERIBER » B
o NIBERBIBRER7%

HOERBBERERS -

AR TBEERMEEFZIANEIE
REBREILURIIRER - B
o REOERMSZYRYEIRR

SILARHRERER -

AREHIBEREMRERER
HERNBRERERRENE

% -

3N BETIRARAERE

RERAXREMSDEENERAR
€ ARERBITIERBN—EL
BIETIEE LA Bt EREEE
ETARBNIESFNENET » 5HEL

BIan -

TEREES
EZREES
BIErNE
EEEL
ITEKE
TERE
BIHSKE

2%
23%
14%

5%

2%

1.5%
1.5%
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(RIBHEE 51 R AfRE)

(prepared in accordance with PRC accounting standards)

Notes to the Accounts (continued)

3. PRINCIPAL ACCOUNTING POLICIES (Continued)
3.10 Principal Taxation (Continued)
3102 Value added tax

The Company is subject to value added tax. The rate for

domestic sales is 17% and the rate for export sales is 0%.

Input VAT from purchase of raw materials can be netted
off against output VAT from sales. Input VAT from
purchase of raw materials used for export sales is

refundable.

VAT payable is the net difference between output VAT
and input VAT.

3.11 Employees’ welfare and social insurance reserve

In accordance with the National and Zibo Municipal
Regulations on labour administration, the Company should
provide a certain percentage of the total salaries of its
employees as welfare and social insurance reserve. The
unpaid balance is recorded in the accounts like as accrued

payroll. The rates of provision are as follows:

Unemployment insurance fund 2%
Pension fund 23%
Welfare 14%
Housing fund 5%
Labour union fund 2%
Industrial injury insurance 1.5%
Education fund 1.5%
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Notes to the Accounts (continued)
Iz

3. XBEEBR (&) 3. PRINCIPAL ACCOUNTING POLICIES (Continued)
3.2 EDE 3.12 Profit Appropriation
ARTRENEREERXBRIERR Profit after tax are appropriated in the following order in
RIYEFERZ TNIEFRDE accordance with the Articles of the Company and the relevant

PRC regulations:

(1) WHELBIFEERBE (1) Make up accumulated losses of prior years;
(2) BEN0WEERBAER (2) Make a 10% appropriation of the profit after tax for the

statutory surplus reserve;

(3) EBE5%ZE10%EELMTE (3) Make 5% to 10% appropriation of the profit after tax for
the statutory welfare reserve;

(4) EHHKREAZBBNESEER (4) Appropriation of a discretionary surplus reserve at an
RIEEZ R amount approved by the shareholders in shareholders
meeting; and
(5) KRBT - (5) Distribute dividends to the shareholders.

4. BEHLETNERERTE 4. CHANGES & INFLUENCES IN ACCOUNTING ESTIMATES
ARTAEPIENTENHBUIRT - B The Company has changed its accounting estimates in provision
i U SR B BT 1R I AR E R <2 LE BIE 5 48 for bad debts of accounts receivable and other receivables. The

EBHEE » CEEHEEREIRT change resulted in the net profit increased RMB210,000.

WA EREZERARE218TT -

WEFERERBDBERLF

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

g B E M S oa

EWNEE 5. CASH
_EEEF —ANNE
+-_B=+—H +-"H=+—H
31 December 31 December
2000 1999
AR®FT ARMFIT
RMB’000 RMB’000
RE Cash on hand 48 49
RITHE R Cash in bank* 279,178 289,600
BET Total 279,226 289,649

* Hifh (1) ZETTZHIGHN  873,629.427T
(2) ZETEHIGFRN  26,576,202.957T
(3) BHEEFN19,635.307T °

FliNEER B _EEEF+_F_
TNAEHARBITAMOMSESR » =T
H8.278 1 HERITE ARBRIR » B
121.06068VERTE ANRBERIR o

* Including a deposit of USD873,629.42 and USD26,576,202.95 and
a deposit of HKD19,635.30.

Above foreign currency deposits are stated in RMB at the rates
of exchange quoted by the People’s Bank of China on 29
December 2000. The rate of US$ was 8.2781 and that of HK$
was 1.0606.

22 |
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H iR B M & (&)
&f Notes to the Accounts (continued)

6. MEULERFR 6. ACCOUNTS RECEIVABLE
6.1 FEULARFRERED D47 - 6.1 The aging of accounts receivable is as follows:
_EEEF —NNANE
+ZB=+—H +—-B=+—H
31 December 31 December
2000 1999
AR#BTT ARET T
RMB’000 RMB’000
—FUA Within 1 year 189,961 215,839
—EF 1 year to 2 years 16,690 29,313
—E=F 2 years to 3 years 13,695 15,650
e =) Wl ks Over 3 years* — 16,150
= Total 220,346 276,952
B IREARE R Less: Provision for bad debts** 5,352 23,313
FEWERFR 2B Net value of Accounts receivable 214,994 253,639
FEBERRPEF B LT 5% U LK There are no accounts receivable due from shareholders who
1D HVBR EREENIAYRNFR © hold 5% or more of the Company’s shares.
* o S FRIEARFR » EAEEZ RS *  The Company had written-off the accounts receivable over 3
[FHIHLE 1 HE years which had been approved by the local tax authority.
o ERARERRIE B R BRI SHEET IR **  The movement of provision for bad debts is set out in the
BA - accounting estimates.
3| I il 8% 77\ E
| 23 WESFERERIMIZDBRRI
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6.2 BUWIRMERIIBIABRE -

£y

Name

EASTWEST UNITED GROUP
DELBO GMBH

WERIERBERRAT

SHANDONG JINGYI CO. LTD.

LK & K TRADING B.V

INDUKERN CHEMIE AG.
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Notes to the Accounts (continued)

(RIBHEE 51 R AfRE)

(prepared in accordance with PRC accounting standards)

6. ACCOUNTS RECEIVABLE (Continued)

6.2 The top five account receivables

&R

Amount
AEMETFT
RMB’000
18,433

16,884

9,528

8,784

3,943

R R

Time

—FLUA
Within 1 year
—FLUA
Within 1 year
—E=F
Over 1 year

less than 3 years
—FLUA
Within 1 year
—FUA
Within 1 year

REA

Reason

SR EAARE]
Undue
[EREAARE
Undue
MEREFRR
Long period promotion
for new products
[EREAARE
Undue
ERERRE!
Undue
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H { FEUFR

7.1 B FRERES D 7

—FUA
—ZE°F
—E=F
=FE
a3

W SRR ZE R

FEWEMFVFE

JWENRTIBROTEREHAE B

7. OTHER RECEIVABLES

7.1 The aging analysis for other receivables is as follows:

Within 1 year
1 year to 2 years
2 years to 3 years

Over 3 years

Total

Provision of bad debts

Net value

WEBE R TMEMERRN R SIE
R W FRE S RETRERR

2R -

TEETF

—_0 e T

—NNANE

+ZBA=+t—H +tZ-R=+—H

31 December

31 December

2000 1999
FIHE ARBTT ARETT
Notes RMB’000 RMB’000
67,263 73,155

16,221 366

219 2,950

1,000 3,010

84,703 79,481

7.1.1 43 858
84,660 78,623

71.1No provision is made for the interest receivable for the
fixed deposit with Industrial & Commercial Bank of China,
Zibo Branch, the receivables from Group Company and

related parties and receivable of unrefunded tax.

WEFERERBDBERLF

Shandong Xinhua Pharmaceutical Company Limited
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7. BB @)
7.2 Bt EBRR SRS ASZE :

£y

Name

EERRES

Zibo Tax Bureau

REERTT

Communication Bank, Zibo Branch

M LERT

Industrial & Commercial Bank

mEMEEE

Zibo Finance Bureau

HINEERITEEIENT
Shenzhou Medical & Pharmaceutical

Investment Company Limited

26

7. OTHER RECEIVABLE (Continued)

7.2 The top five of other receivables

EE
Amount
AEMETFT
RMB’000
21,026

13,577

8,904

7,520

3,200

(RIBHEE 51 R AfRE)

(prepared in accordance with PRC accounting standards)

R R

Time

—F A
Within 1 year

—E_F
Over 1 year

less than 2 year

—FLUA
Within 1 year

—FLUA
Within 1 year

—Z2°F
Over 1 year

less than 2 year

REA

Reason

HRE B R

Unrefunded tax

EESERiEg L
FENKER
Investment not go

through formalities

EHERAE

Interests

FREEFTIFIRR

Unrefunded tax

CESEE T
FIEMNRER
Investment not go

through formalities
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Notes to the Accounts (continued)

=8 8. INVENTORIES
_EEEF —NANE
+—_HA=+—H +-_B=+—H
31 December 31 December
2000 1999
ARETFT ANEETT
RMB’000 RMB’000
R Raw materials 23,183 21,856
TEm Work in progress 57,099 62,332
EE RN m Finished goods 76,542 88,511
EEm Goods in stock 1,746 1,144
KEZ R Low value articles 6,380 6,863
HERBINE Special materials for Government 1,501 2,120
EH Total 166,451 182,826
FERIRBRER Provision for loss on realization
of inventories 330 3,308
FiE Net value 166,121 179,518
oy E==3 IJ 25% 7\ E
| 27 W 5 ¥ ZE & & g 9 8 R & 3

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

9. REIIRE 9. LONG-TERM INVESTMENTS

9.1 REAREBIE : 9.1 Long-term investments include:
HRZD & HIARE
Opening AERIEIN FHED Closing
BH Item Balance Increased Decreased Balance
AR®FT AR®FT AR®FT AREFT
RMB’000 RMB’000 RMB’000 RMB’000
REBRERSE Equity Investment 1,500 37,000 — 38,500
RRBERE Debts Investment 208 — 44 164
CH Total 1,708 37,000 44 38,664

9.2 REARRIEIREBIE : 9.2 Long-term equity investments include:

ERIRERT
SEMMEARLLS
KREEH % of equity
it =Y N=IE=1 Name of Company Investment Amount interest held

ARBTFIT

RMB’000
KEFEFBEREMEART Tiantong Security Co., Ltd. 30,000 1.46%
KEFREQT Pacific Insurance Company 7,000 0.25%

WERIR AR R EE D Shandong Huanzhong

BEAT Pharmaceutical Co., Ltd. 1,500 5.50%

=5 Total 38,500
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& Notes to the Accounts (continued)

F

10.BEEE 10. FIXED ASSETS
BEER e R
By B Ea i
Plant and  Machinery & Motor Bx #Rat
IEH Item building equipment vehicle Apparatus Total
AREFT  AREFT AREFT AREFT AREFT
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Ri& Cost
HAfD As at 1 January 2000 235,630 599,530 20,405 8,256 863,821
- M Additions 1,117 42,202 2,869 927 47,115
Hh: TEIEEA  Include: transferred from CIP — 16,544 — — 16,544
o AERD Disposal 45 9,349 4,323 343 14,060
HAIX As at 31 December 2000 236,702 632,383 18,951 8,840 896,876
REHITE Accumulated depreciation
HAfD As at 1 January 2000 119,001 267,377 12,749 7,463 406,590
J0 : ZEEIE I Additions 15,498 47,250 1,499 1,114 65,361
B RERAD Disposal 45 6,674 3,923 310 10,952
HiIX As at 31 December 2000 134,454 307,953 10,325 8,267 460,999
BB Net value
EAfD As at 1 January 2000 116,629 332,153 7,656 793 457,231
BB Net value
HiIX As at 31 December 2000 102,248 324,430 8,626 573 435,877
| 29 WESFERERIMIZDBRRI
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M.EEIR

HiZIBH
TEER

(ARE=Y=SEISEERES

MPFREE

—EGMP
BE

g

hEEkH
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CORPIMR

S
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)

11. CONSTRUCTION IN PROGRESS

—_EEEF

—NANE

+-B=+—H +Z-“BR=+—H

31 December

31 December

2000 1999
TrE ARBFT ANERBFT
Notes RMB’000 RMB’000
Construction projects 11.1 10,776 6,662
Prepayments 50,959 36,207
Total 61,735 42,869
11.1Details of construction projects
HfR Heh@A
EXLEE EEEE
FHEH Include: Include: FXEHE TEEE
Opening  AEEM capitalized  AEFD  transferred Closing  Project
balance  Additions interest Disposal to fix assets balance  progress
AEEFT ARBTT AREFT ARBTT AREFT AREFT
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Caffeine expansion 2 7,263 — 7,244 7,244 21 EXL
project Completion
GMP innovation project 584 - — — - 584 2001.65c L
in Workshop 1 To be finished
in June 2001
The pilot testing plant 381 - - - - 381 2001.8% L
in Research Institute To be finished
in August 2001
Metals and fittings — 829 - — - 829  2001.12%T
transfer station To be finished
in December 2001
Analgin project - 4,521 - - - 4,521 2001.125% T
To be finished
in December 2001
Comprehensive Building — 1,309 — — - 1,309
Other projects 5,695 6,736 328 9,300 9,300 3,131
Total 6,662 20,658 328 16,544 16,544 10,776
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?f Notes to the Accounts (continued)

12.BIEE 12. INTANGIBLE ASSETS
EEERE T {ERRE
Building Land
use rights use rights
ARBEFT ARET T
RMB’000 RMB’000
[R1E Cost 612 68,211
Accumulated amortisation
HA®D RSt 5A as at 1 January 2000 — 5,116
AR Addition — —
NE A Charge for the year 28 1,364
Accumulated amortisation
HACR ZRET 58 as at 31 December 2000 28 6,480
HAR2E Net value as at 31 December 2000 584 61,731
HA®D 2 1B Net value as at 1 January 2000 612 63,095
3| I il 8% 77\ E
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T Notes to the Accounts (continued)

13. 52 HA1ER 13. SHORT TERM LOANS
ZZEZEF -NANEF
+ZH +ZR
=+—-H =t+—-H BR%
31 December 31 December EIHiH Monthly f§&fF
2000 1999  Maturity date Interest Conditions
ARBBTT ARETRT %

RMB’000 RMB' 000

RiTEB03 Communication Bank, 9,000 28,000 25 April 2001 0.4875
Zibo Branch “EE-FMNA_+hHH
RTEEDT Bank of China, 37,000 60,000 24 May 2001 0.4875 1R
Zibo Branch “EE-FhAZTMH Guaranteed
THEBERE Commercial & Industry Bank, 70,100 92,230 30 May 2001 0.4875 {RIR*
%13 Zibo Zhangdian Branch “EE-FHhRA=1H Guaranteed
EERTEE Agriculture Bank, 33,000 30,000 20 December 2001 0.4875 {ER*
P13 Zibo Branch “EE-F+°"RB°+H Guaranteed
REEXETD CITIC Industrial Bank 10,000 30,000 27 March 2001 0.4875 &R
_EE-F=-A_+tH Guaranteed
MEREL ORI Import and Export Bank 100,000 — 13 September 2001 0.4875 TEHR*™
of China “EE-ENA+=H Guaranteed
FAITESBM  Ever Bright Bank, South of — 36,000
BxiT Qingdao Branch
=El Total 259,100 276,230
* AUERHETERIDERN GER - *  The short term loans are guaranteed by Shandong Xinhua Industry

& Trade Company Limited.

o [l EHTEEE R EEERE N THER **  Guaranteed by Shandong Xinhua Pharmaceutical Company Limited.
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T Notes to the Accounts (continued)

14. [E{UiEFIE 14. EMPLOYEES’ BENEFITS PAYABLE
£
Amount
ANEETT
RMB’000
HARDERER Opening balance 6,553
NGRS Accrual for the year 11,206
AEZHATE Payment for the year 9,369
HAK BR &R Closing balance 8,390
15.[BRZRE 15. TAXES PAYABLE
WERR
HEEMM
Urban
ZER FF 5% maintenance & HiniRig
Value Income construction Other =
added tax tax tax taxes Total

ARBTIT ARETT AR%TT ARETT AR%TT
RMB’000  RMB’000 RMB’000 RMB’000  RMB’000

FHRRITEE Opening balance 4,340 (2,429) 643 27 2,581
rEENELE Accrual for the year 68,049 15,512 6,842 4,058 94,461
REENEE Payment for the year 71,111 11,125 7,316 2,927 92,479
FRRIEE Closing balance 1,278 1,958 169 1,158 4,563

WEFERERBDBERLF
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[EZN 16. SHARE CAPITAL
_EEEF —NNE
+-HB=+—H +Z—B=+—H
31 December 31 December
2000 1999
AR®FT ARBEFIT
RMB’000 RMB’000
xR GERERD) State shares (unlisted shares) 217,440 217,440
HEAEAE GERBEZD)  Legal persons shares (unlisted shares) 16,720 16,720
MR T (JEAEAXID) * Employee shares (unlisted shares)* — 30,653
HERARHE (E/&ED) H shares (listed shares) 150,000 150,000
HERRAR (ERBEZD) Public A shares (listed shares) 43,153 12,500
=Ll Total 427,313 427,313

* WESB LA — B EECA L AE

* Employee shares had been listed in the Security Exchange.

BERREE 17. CAPITAL SURPLUS
FHEREE FREEE
Opening A AEBD Closing
balance Increased Decreased balance
AR®FT AREFT AREFT AREFT
RMB’000 RMB’000 RMB’000 RMB’000
BEEEMILE Surplus on asset revaluation 60,910 — — 60,910
REZTRE Share premium 156,334 — — 156,334
BZREE Donation 1,158 — — 1,158
EEl Total 218,402 — — 218,402
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18.BEFTE

37

Statutory surplus reserve

18. SURPLUS RESERVE

Discretionary surplus reserve

Statutory employee welfare

35

FAEREE FREFE
Opening AN REFD Closing
balance Increased Decreased balance
AREFT AREFT AREFT AREFT
RMB’000 RMB’000 RMB’000 RMB’000
42,113 6,912 — 49,025
38,710 6,912 — 45,622
15,359 3,456 — 18,815
96,182 17,280 — 113,462

WEFERERBDBERLF
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Notes to the Accounts (continued)

19. 7B EC B

CESTERESRBERAT

19. APPROPRIATION OF PROFIT

The appropriation of profit for 2000 is as follows:

&8

Amount

ARBETIT

RMB’000

IpEE S Profit before taxation 84,675

g8 TR Less: income tax 15,489

EAE Profit after tax 69,186

o DB R BT Less: Minority Interest 66

0 : BRRDR o Bo A8 Add: Undistributed profit at beginning of the year 148,887

oD B YA 8 Distributable profit 218,007

B IERBUAERBGAES Less: Appropriation of statutory surplus reserve 6,912

B IRBUAE A ME Less: Appropriation of statutory employees welfare reserve 3,456

SHE D ERIR D B A Undistributed profit available for the year 207,639

8 B Ao B Less: Dividends distribution 34,185

EEEERRGBLAES Appropriation of discretionary surplus reserve 6,912
HARDR 2 @Eﬂﬁ;ﬂ% Adjustment for undistributed profit

at the beginning of the year 23

HAZR R0 BC A Undistributed profit at the end of the year* 166,519

* IRIENE _FEFFFEREILESE » 18
B10%8) ZEBEBRNEZ ~ 5%HI /]
10%IFEEGE L NBEZTE  RERZE
427,312,8308% ’ﬁf%ﬁfﬁf BIETRA
ZHRA EH0.087T -

36

* According to the Company’s proposed plan for dividends distribution
for 2000, cash dividend of RMBO0.08 per share to shareholders
calculated on the base of the total share capital of 427,312,830 shares
is proposed after appropriation of 10%, 5% and 10% of the profit after
tax to the statutory surplus reserve, the statutory public welfare reserve
and the discretionary surplus, respectively.
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Notes to the Accounts (continued)
Iz

20. EEXHBWA 20. SALES
“EEEF —NNANE
—ZE+ZH —Z2+_RH
January to January to
December December
2000 1999
ARBTT ARBETFIT
RMB’000 RMB’000
[R5 Bulk pharmaceuticals 667,302 595,714
Hrp s 1 Include: export sales 411,336 378,039
F| Preparations 358,968 341,870
tITEmREM Chemicals and other products 17,803 13,077
EE Total 1,044,073 950,661
21.8XEH 21. SELLING EXPENSES
“EEEF —NNANE
—Z=+°H —Z&+ZH
January to January to
December December
2000 1999
ARBTT ARBFIT
RMB’000 RMB’000
EERMEBEEE" Advertisement and marketing expenses* 62,051 52,764
E3 = Operating expenses 8,586 6,746
EORSFRE Commission fee for export sales 15,573 12,786
EmE Transportation fee 8,774 12,890
ZIRE Travelling expenses 4,458 2,876
HAth Others 10,451 6,937
asf Total 109,893 94,999
* TEEMERNTSHEERA - * The expenses incurred mainly for the market expansion of new
products.
3| E=o U ZEZ 1 A =1
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22. EIEEH 22. GENERAL AND ADMINISTRATIVE EXPENSES

“EEEF —NANE

—E+ZH —E+_H

January to January to

December December

2000 1999

ARBTT ARBTFT

RMB’000 RMB’000

ITERIENE Payroll and welfare 14,656 11,905

e Depreciation 6,627 6,237

BEREE Labour insurance 16,908 15,560

K% E Technology research fee 12,830 10,758

AR Provision for bad debt 10,064 3,881
FEKEBX Provision for loss on the realisation

b4 of inventory (2,979) 1,971

TN RBRFE Rear service fee 5,743 5,577

Tt e PRI A Amortization of the land use right 1,364 1,364

HAth Others 33,568 30,331

=Ll Total 98,781 87,584
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(prepared in accordance with PRC accounting standards)

23. 1% EH 23. FINANCIAL EXPENSES

_EFEF —NNANE
—ZE+ZH —Z+_H
January to January to
December December
2000 1999
ARBTT ARETFIT
RMB’000 RMB’000
NEER Interest expenses 21,599 20,519
RITTFIEE Banking charge 105 148
ABWA Interest income (12,586) (11,327)
ERIEXR Exchange loss 703 379
Hit Others (775) (1,162)
ast Total 9,046 8,557

24 Ht 75 7E 24. OTHER OPERATING PROFIT
“EESFF —NNNE
—ZE+ZH —Z+°H8
January to January to
December December
2000 1999
ARBTT ARBEFT
RMB’000 RMB’000
M Sales of materials 667 165
KER Sales of water, electricity and gas — —
RiMEREREHEE Technology supplied and rental income 1,306 1,267
HEt Total 1,973 1,432

WEFERERBDBERLF
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25. 2N IMA 25. NON-OPERATING INCOME

_EFEEF —NANE
—Z2+_H —Z+_H
January to January to
December December
2000 1999
ARBTFT ANEREET T
RMB’000 RMB’000
EE & EBIEN M Proceeds from disposal of fixed assets 1,496 42
STFULA Fines income 30 27
B Others 2,496 2,126
BEt Total 4,022 2,195

26.ZFENZH 26. NON-OPERATING EXPENSES
_EEEF —NNNE
—®+_H —Z+_A
January to January to
December December
2000 1999
AR®FiT ANEBETFT
RMB’000 RMB’000
RIEETEEEBXK Loss on disposal of fixed assets 1,982 1,593
RN~ SIEF 2 Overdue penalty and fines 1,528 1,888
BT H Donations 22 18
B Others 2,916 2,901
BEt Total 6,448 6,400
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Notes to the Accounts (continued)

27.FAELBERRERZS 27. RELATED PARTIES TRANSACTIONS

ABEFEEEF+B=1T—H" &
NEIMEBMELTERBERAT

December 2000 are as below:

27.1The general descriptions of the related parties as at 31

BEARK imihE By ASIRIR
INSEA REUE Representative  Registration  Efi&EA £REE Relationship with
Name of the related parties Nature of legal person ~site Registered capital  Business scope the Company
URMEREEBEREINT BRERERT  BiRE HEREE  ARE30,150BT  EE(KIRE E3F ERERT
Shandong Xinhua Pharmaceutical ~ Company He Duanshi Zhangdian, ~ RMB301,500,000  Pharmaceutical & chemical ~ Holding company
Group Company Limited Limited Zibo production, trade and others
USEHETERNERLT RiptleE  BiER EEREE  ARE23208T 4R EGHIIHBRRE  BE £ERATZILT
Shandong Xinhua Industry & Trade  Joint Stock Fu Henggian ~ Zhangdian, ~ RMB23,200,000 Production and sales of Related party and
Company Limited enterprises Zibo bulk pharmaceuticals a subsidiary of the
and others Group Company
URHMEEBREREERELLT BREERT IT@ BEREE  ARE1S40BR R ZEEHER B2 EELTTLT
Shandong Xinhua Zibo Packing Company Wang Shoujian ~ Zhangdian, ~ RMB15,400,000 REHMm Related party and
Company Limited Limited Zibo Design, production and a subsidiary of the
sale of packing products Group Company
B EREERAT THEE BE BEREE  ET275ET 25 BELSL2ER W& EERTIFAT
Shandong Xinhua Zibo Xincat Joint Venture  Tao Jingshi Zhangdian, ~ US$2,875,000 Production and sales of the  Related party and
Pharmaceutical Company Limited Zibo bulk pharmaceuticals a subsidiary of the
Group Company
UREBNESZHEERAT THEE CIEE EEREE  E3028T LB HEBRRIER g EELTILT
Shandong Zibo Chemferm Joint Venture  Fu Henggian ~ Zhangdian,  US$3,820,000 Production and sale of Related party and
Pharmaceutical Company Limited Zibo Cephalexin and Cephradine  a subsidiary of the
Group Company
URMBLERaRBERELAT BREEAT HEE HEREE  ARE1901BT  HEEB e §ERTZFAT
Shandong Xinhua Zibo Company Mi Chuanhuang  Zhangdian, ~ RMB19,301,000 Comprehensive services Related party and
Comprehensive Service Limited Zibo a subsidiary of the
Company Limited Group Company
UEMEEICIEREEAT BREELNT  EAM EBEIE  ARE3174BT LB -HENIER e EBATTLT
Shandong Xinhua Zichuan Company Luo Dacheng  Zichuan RMB3,174,000 Production and sale of Related party and
Chemical Company Limited Limited Zibo bulk pharmaceuticals a subsidiary of the
Group Company
UREaNZEEMEIEREENT BREELT ThHE EEEAE  ARE400ET LB HELIER g EELTILT
Shandong Huantai Fine Chemical ~ Company Yu Ruixuan Huantai, RMB4,000,000 Chemical production Related party and
Company Limited Limited Zibo a subsidiary of the
Group Company
AR R E B BRE BREELT BB BEEUE ARSER ZEHELIER [ UNCIPegN]
EREELT Company Zheng De Boshan, RMB7,735,000 Production and sales of Related party and
Shandong Xinhua Zibo Limited Zeng Zibo Chemical products a subsidiary of the
Sulphuric Acid Manufacturing Group Company
Company Limited
EEREEELERE BREfFRT - EEREE  AREIS0ER TE BELIER e EEATFRT
L TEREELT Company Wang Xuyi Zhangdian,  RMB1,500,000 Production and sales of Related party and
Shandong Xinhua Zibo Limited Zibo Chemical products a subsidiary of the
Dengfeng Chemical Group Company
Company Limited
1 41 LWEFERHRERBDERRI
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Notes to the Accounts (continued)
Iz

27. FAELRRKRERS #) 27. RELATED PARTIES TRANSACTIONS (Continued)
2728 R BEERMERITRZABU 27.2The major transactions with the related parties are described
e as follow:

VUNARABOFERTBEG R ~ I8 27.2.1Sales of products and provision of energy, labour and
HEND ~ BB LIRS technology services by the Company to the related parties

BEH BRE

Amount  Closing balance

B (B

Receivable (payable)
ARETT AREFT B

RMB’000 RMB’000  Notes
Hrp
Include:
R ETERIB AT 9,300 19,099 REEM
Shandong Xinhua Industry & Sale of products
Trade Company Limited
R EEMERERRAT 492 492 EN7JEMRE
Shandong Zibo Xincat Pharmaceutical
Company Limited Power and other services
MEEIRERRATD 2,192 —  HEERRRE
Shandong Zibo Xinhua Chemferm Sales of product and
Pharmaceutical Company Limited other services
WEHEE/IETERRAT 362 — KR
Shandong Xinhua Zichuan Chemical
Company Limited Technology service
REaHERIMETBRAT 108 108 RAMARE
Shandong Huantai Xinhua Fine Chemical Technology service
Company Limited
WEHEEEERKERRAT 1,488 —  BIRRE
Shandong Xinhua Zibo Packing Power and other services

Company Limited

42 |




(RIEHETE 5T /R AR R

\ (prepared in accordance with PRC accounting standards)
|é§$ Bk B MW EE (e)

Notes to the Accounts (continued)
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27. BN RARKRERS (&) 27. RELATED PARTIES TRANSACTIONS (Continued)
V2 RERT AR TEERME 2722Raw materials supplied by the related parties to the
RIHEN I Company
e BRER
Amount  Closing balance
UL (FEf)

Receivable (payable)
ARETT AREFT  fEi

RMB’000 RMB’000  Notes
Hp -
Include:
WERHMETIERRD AT (13,400) —  ER#H
Shandong Xinhua Industry & Raw materials
Trade Company Limited
WERHEE/IMETERAT (5,897) (2,564) [FMH
Shandong Xinhua Zichuan Chemical
Company Limited Raw materials
WERBEHERMILIERAD (1,761) — RMH
Shandong Huantai Xinhua Fine Chemical
Company Limited Raw materials
IR aBHESZIRETRAT (10,200) (1,011)  RIH
Shandong Zibo Xinhua Chemferm Raw materials
Pharmaceutical Company Limited
URHEEFERRERRAT (15,800) (4,674) RIH
Shandong Xinhua Zibo Packing
Company Limited Raw materials
WEREFEEBIRERBERAD (12,156) —  HBENRH
Shandong Xinhua Zibo Comprehensive
Service Company Limited Lawbout and other services
mEREBRETAT (6,203) (1,117) R8I
Zibo Sulphuric Acid Manufacturing Raw materials
Company Limited
mERELTIERETAT (1,020) (427) R¥H
Zibo Dongfeng Chemical Company Limited Raw materials

WEFERERBDBERLF
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Notes to the Accounts (continued)
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27. FELBRRERS &) 27. RELATED PARTIES TRANSACTIONS (Continued)
VAR EEEEQNTEMER 27230ther transactions with the Related Parties (advance,
HER - EBIE) loans and etc.)
BSURE REC]
Amount  Closing balance
FEW (1)

Receivable (payable)
ARETT AREFT B

RMB’000 RMB’000  Notes

Hrp

Include:

RN EEREERREMT AT 3,217 (12,236) BRARABER

Shandong Xinhua Pharmaceutical Group Loans and advances
Company Limited

LEMETIERIDLAT 793 4,181 REEH

Shandong Xinhua Industry & Advances for related parties
Trade Company Limited

WERHEE L TBRAT 261 — ([2ER

Shandong Xinhua Zichuan Chemical Advances for related parties
Company Limited

RBAEMERMEIRRAT 142 476 NEBER

Shandong Huantai Xinhua Fine Advances for related parties
Chemical Company Limited

R EEMERERRAT 115 2,043 BREAR

Shandong Zibo Xincat Pharmaceutical Advances for related parties
Company Limited

WEHEEEERKERRAT 43 — HZ2EH

Shandong Xinhua Zibo Packing Advances for related parties
Company Limited

R EEBIRERBERLT 4,305 7618 HBER

Shandong Xinhua Zibo Comprehensive Advances for related parties
Service Company Limited

AN TEMEL TR ZHIFE The Company’s transactions with the related parties are

MSERETHEE - all settled at market prices.
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Notes to the Accounts (continued)

BARMEEGE 28. CAPITAL COMMITMENTS
Bl _EEEF+_A=1T—H &2 As at 31 December 2000, the Company had the following capital
BFEERMEFGEUT - commitments:
_EFEEF —NANE
—2+_"H —ZE+_8
January to January to
December December
2000 1999
AREFIT ANEETT
RMB’000 RMB’000
EEME R Contracted but not yet appropriated 9,150 6,607
BESEREBREN Authorized by Directors but not contracted 127,700 48,600
el Total 136,850 55,207
28 EECRIEBXRFNINIEEHBME : 28.1The listing of projects which are authorized by directors but

not sign contract.

_EE-FRER

JIE]=] Projects 2001 investment
(&fi7 - F7z)
(Unit: 7000)
RERMEAMCTE Public System Technology Upgrade 35,000
eI SESF I Caffeine Technology Upgrade 10,000
ek L Micropowder Center 5,000
VMTEMHABERNERERSE New-product development & Monitoring Equipment 15,000
RETE Public Project 4,000
E4=ESE Equipment Renewal 5,000
L Comprehensive Building 4,000
At Others 49,700
HEt Total 127,700
3| E=o U ZEZ taf A =1
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Notes to the Accounts (continued)
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29. HihEIE

BRSPS LR ERE
—% > ARIRIEFFEEFNE_+Z
HINEIZE B BElRRER » HART
B O£ AY Y 5] IL AR AT N1 6.51 %AI
[RieR » —EFEEFNANEEIRTD
EEERESAERS LR - WRIDE
ZiEA -

AR EEME ORI =AY B ERS
ARERERENE% °

46

29. OTHER MATTERS

As to the claims to which the Company was referred as one of
the leading producers of Aspirin in the PRC, the Company
received the final decision from the Department of Commerce
of the United States of America on 22 June 2000, in which the
Company’s export of Aspirin to the USA will be subject to anti-
dumping duties at the rate of 16.51%. The Company has brought
an appeal to the International Trade Court of USA on 6

September, the suit is still in the process of investigation.

The sales of Aspirin to the USA are less than 1% of the gross

sales of the Company in the year.




