MEHE

FINANCIAL REPORT
(REFEETERRH)
(PREPARED UNDER PRC ACCOUNTING STANDARDS)

(—) BhEEHENRHINMBESE | Financial accounts prepared in conformity with

(REE) PRC accounting standards (Unaudited)
EHEERRAR Consolidated Balance Sheet
At 53N
Group Company
200356F 30A 20025128318 2003£6A 30A 2002612/ 318
As at As at As at As at
EE ltems 30 June 2003 31 December 2002 30 June 2003 31 December 2002
ARBT ARET ARBT ARBT
RMB RMB RMB RMB
(B&3t) (B&3T)
(audited) (audited)
HE Assets
RHEE Current assets:
ERES Cash on hand and in bank 429,978,157.97 503,467,118.60 421,126,786.34 495,429,329.13
BERE Short-term investment - — - —
ELZFE Notes receivable 31,716,589.21 13,256,368.20 31,716,589.21 13,256,368.20
FE R A Dividend receivable - — - —
FERFE Interests receivable - — — —
e IR Accounts receivable 323,330,206.07 259,552,936.20 323,330,206.07 259,552,936.20
Hi W Other receivable 99,920,975.84 117,975,275.33 98,398,087.95 116,546,077.78
BRER Deposits to suppliers 3,868,049.14 3,401,774.74 3,664,296.78 3,152,474.52
7E Inventory 225,465,372.86 220,777,068.33 218,746,893.26 215,173,993.62
#HER Deferred and
prepaid expenses - — — —
—ERIEBN Long term investments
REEERE due within one year - - - —
HRBEE Other current assets - — - —
nRDEESH Total current assets 1,114,279,351.09 1,118,430,541.40 1,096,982,859.61 1,103,111,179.45
RHRE: Long term investment:
RERERSE Long term equity investment 63,554,518.00 55,277,318.00 71,445,209.39 63,208,974.89
REGEERE Long term debenture investment 75,500.00 75,500.00 75,500.00 75,500.00
RHRESH Total long term investment 63,630,018.00 55,352,818.00 71,520,709.39 63,284,474.89
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ltems

Fixed assets:
Fixed assets at cost
Less: accumulated
depreciation
Fixed assets - net book value
Less: provision for
devalued fixed assets
Net value of fixed assets
Construction materials

Construction-in-progress

Total fixed assets

Intangible and other assets:
Intangible assets
Long term deferred and
prepaid expenses

Other assets

Total intangible and

other assets

Deferred taxation:

Debit for deferred taxation

Total assets

22 LWRHERERDBERQAF

2003F6A 307
As at

30 June 2003
AR

RMB

1,099,254,779.83

&

Group

2002F 124318
As at

31 December 2002
ARET

RVB

1,085,199,625.04

BT

Company

2003%6F 30H
As at

30 June 2003
AR

RmB

1,098,446,454.83

2002F 12318
As at

31 December 2002
ARET

RMB

1,084,485,074.04

618,817,475.05 585,157,010.10 618,531,273.57 584,956,320.84
480,437,304.78 500,042,614.94 479,915,181.26 499,528,753.20
480,437,304.78 500,042,614.94 479,915,181.26 499,528,753.20
8,558,149.83 8,558,149.83 8,558,149.83 8,558,149.83
287,794,096.04 154,740,709.72 287,794,096.04 154,740,709.72
776,789,550.65 663,341,474.49 776,267,427.13 662,827,612.75
72,534,167.56 68,331,382.56 72,534,167.56 68,331,382.56
72,534,167.56 68,331,382.56 72,534,167.56 68,331,382.56
2,027,233,087.30 1,905,456,216.45 2,017,305,163.69 1,897,554,649.65
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ltems

Liabilities and
shareholders’ equity
Current liabilities:
Short term loans
Notes payable
Accounts payable
Deposit from customers
Accrued payroll
Welfare and benefits payable
Dividends payable
Tax payable
Other payments
QOther payable
Accrued expenses
Long term loans
due within one year

Other current liabilities

Total current liabilities
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et
Group
2003%6A30A 2002%12A31H
As at As at
30 June 2003 31 December 2002
AR ARET
RMB RMB

130,000,000.00 140,000,000.00

50,298,566.88 6,800,000.00
148,788,405.74 110,077,846.60
13,470,764.13 6,794,110.56
10,703,971.24 9,832,743.40
10,666,757.50 32,574,317.50
-15,762,621.01 -22,029,554.22
47,787,139.39 32,499,211.31
2,000,000.00 3,000,000.00

200,000,000.00 200,000,000.00

BAH
Company
2003%6F 30H 2002124318
As at As at
30 June 2003 31 December 2002
AR ARET
RMB RMB

130,000,000.00 140,000,000.00

50,298,566.88 6,800,000.00
142,423,244.18 104,682,406.00
12,692,764.13 6,649,110.56
10,703,971.24 9,832,743.40
10,666,757.50 32,574,317.50
-14,980,486.11 -21,331,654.46
46,916,071.05 32,116,375.97
2,000,000.00 3,000,000.00

200,000,000.00 200,000,000.00

597,952,983.87 519,548,675.15

590,720,888.87 514,323,298.97
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ltems

Long term liabilities:
Long term loans
Debentures payable
Premium on

debentures payables
Long term payables

due after one year

Total long term liabilities

Deferred taxation:

Credit for deferred taxation

Total liabilities

Minority interest
Shareholders’ equity:
Share capital
Less: Reverted investment
Net share capital
Capital reserve
Surplus reserve
including: welfare reserves

Undistributed profit

Total shareholders’ equity

Total liabilities and

shareholders’ equity

24 LWRHERERDBERQAF

#t B4H

Group Company
2003%6A 308 2002128318 2003%6A 30A 2002128318
As at As at As at As at
30 June 2003 31 December 2002 30 June 2003 31 December 2002
ARST ARET ARBT ARET
RMB RMB RMB RMB
3,561,500.00 3,561,500.00 3,561,500.00 3,561,500.00
3,561,500.00 3,561,500.00 3,561,500.00 3,561,500.00
601,514,483.87 523,110,175.15 594,282,388.87 517,884,798.97
2,695,828.61 2,676,190.62 - -
457,312,830.00 457,312,830.00 457,312,830.00 457,312,830.00
457,312,830.00 457,312,830.00 457,312,830.00 457,312,830.00
558,919,077.15 558,919,077.15 558,919,077.15 558,919,077.15
148,905,850.41 148,905,850.41 148,697,841.66 148,697,841.66
24,188,172.04 24,188,172.04 24,118,835.79 24,118,835.79
257,885,017.26 214,532,093.12 258,093,026.01 214,740,101.87

1,423,022,774.82

1,379,669,850.68

1,423,022,774.82

1,379,669,850.68

2,027,233,087.30

1,905,456,216.45

2,017,305,163.69

1,897,554,649.65




Profit and loss account

FARRFIESESE
ER ltems
- TEEBHA Income from principal operations
B TEERAA Less: Cost of sales
TEER Sales tax and
HeRKm extra charges
. TEERAE Profit from

principal operations

m:EeEEHE Add:

Profit from other operations

B EXER Less: Selling expenses
EEER General and administrative expenses
HEER Financial expenses
SN £71) Operating profit
m: REYE Add:  Investment income
XM Non-operating income
B EENTH Less: Non-operating expenses
m HEEE Profit before taxation
B REH Less: Income tax
HERRER Minority shareholder's loss/gain
B ORNE Profit after taxation
m:ERRIEAE Add:  Undistributed profit at the
beginning of the period
EftEA Other transfer
A RABHFE Distributable profit

B RRARESAR  Less:

RRiEAHE

t. THREZIRNAE

A RDESEBLR  Less:

Appropriation of statutory
surplus reserve

Appropriation of statutory
welfare reserve

Profit available for
distribution to
shareholders

Appropriation of
discretionary
surplus reserve

EAEBRRA General dividends payable
N XA EFE Undistributed profit
at the end of the period

2003
AR®T
RMB

677,350,595.15
510,900,379.84

2,356,973.50

164,093,241.81
611,095.85
56,693,044.05
51,463,749.64
4,508,822.81
52,038,721.16
350,000.00
1,361,551.20
3,054,848.86
50,695,423.50
7,322,861.37
19,637.99
43,352,924.14

214,532,093.12

257,885,017.26

257,885,017.26

257,885,017.26

A
Group

MEHE
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BE6A30H1L6MER
For the six months ended 30 June
EYN
Company

2002 2003 2002
ARER N o AR¥R
RMB RMB RMB
600,146,705.52 668,990,884.59 595,159,165.79
441,300,240.96 505,795,175.53 438,315,472.97
2,503,313.48 2,285,126.42 2,467,603.96
156,343,151.08 160,910,582.64 154,376,088.86
151,524.73 611,095.85 151,524.73
56,930,113.56 54,468,139.69 55,605,628.30
48,221,963.50 50,542,622.14 47,922,507.13
1,511,213.90 4,524,309.01 1,519,447 .45
49,831,384.85 51,986,607.65 49,480,030.71
340,000.00 309,034.50 551,324.36
1,537,581.20 1,361,551.20 1,537,581.20
3,529,118.07 3,054,848.86 3,529,068.07
48,179,847.98 50,602,344.49 48,039,868.20
7,189,128.00 7,249,420.35 7,052,721.65
3,573.43 - -
40,987,146.55 43,352,924.14 40,987,146.55
190,439,498.49 214,740,101.87 190,605,675.93
231,426,645.04 258,093,026.01 231,592,822.48
231,426,645.04 258,093,026.01 231,592,822.48
231,426,645.04 258,093,026.01 231,592,822.48
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Cash Flow Statement

ltems

Cash flows from operating activities

Cash received from sales of goods or rendering of services

Refund of tax
Other cash received relating to operating activities

Sub-total of cash inflows

Cash paid for goods and services

Cash paid to and on behalf of employees
Taxes paid

Other cash paid relating to operating activities

Sub-total of cash outflows

Net cash from operating activities

Cash flows from investing activities

Cash received from return of investment

Cash received from distribution of dividends or profits

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

Other cash received relating to investing activities

Sub-total of cash inflow

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

Cash paid to acquire investments

Other cash paid relating to investing activities

Sub-total of cash outflow

Net cash from investing activities

Cash flows from financing activities
Proceeds from issue of bonds and shares
Proceeds from borrowings

Other proceeds relating to financing activities

Sub-total of cash inflow

Cash repayment of amounts borrowed

Cash payments of distribution of dividends or
profits and interest expenses

Other cash payment relating to financing activities

Sub-total of cash outflows
Net cash from financing activities

Effect of foreign exchange rate changes on cash

Increases in cash and cash equivalent

WRFEREROBGER QT

A BARH

Group Company
AR AR
RMB RMB
537,657,917.06 521,283,685.84
5,748,435.25 6,018,435.25
543,406,352.31 527,302,121.09
343,405,521.22 330,709,639.46
65,096,633.62 64,219,521.52
19,539,523.83 19,093,280.33
74,408,110.58 73,225,255.21
502,449,789.25 487,247,696.52
40,956,563.06 40,054,424.57
350,000.00 350,000.00
524,646.00 524,646.00
874,646.00 874,646.00
83,783,851.14 83,690,077.14
8,277,200.00 8,277,200.00

92,061,051.14

91,967,277.14

-91,186,405.14

-01,092,631.14

70,000,000.00 70,000,000.00

2,569,302.53 2,564,084.86
72,569,302.53 72,564,084.86
80,000,000.00 80,000,000.00

15,828,421.08

15,828,421.08

95,828,421.08

95,828,421.08

-23,259,118.55

-73,488,960.63

-23,264,336.22

-74,302,542.79
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Supplementary information:

ltems

Reconciliation of net profit to cash flows
from operating activities

Net profit

Add: Minority loss/gain

Provision for bad debt or
bad debt written off

Depreciation of fixed assets

Amortization of intangible assets

Increase in accrued expenses

(or deduct: decrease)

Losses on disposal of fixed assets,
intangible assets and other long-term
assets (or deduct: gains)

Losses on fixed assets written off

Financial expenses

Losses arising from investments
(or deduct: gains)

Deferred tax credit (or deduct: debit)

Decrease in inventories (or deduct: increase)

Decrease in operating receivables
(or deduct: increase)

Increase in operating payables
(or deduct: decrease)

Net cash flows from operating activities

Investing and financing activities that do not
involve cash receipts and payments:
Repayment of debts by the transfer of fixed assets
Repayment of debts by the transfer of investment
Investment in the form of fixed assets
Repayments of debts by the transfer of inventories

Net increase in cash and cash equivalent:
Cash at the end of the period

Less: Cash at the beginning of the period
Add: Cash equivalent at the end of the period

Less: Cash equivalents at the beginning of the period

Net increase in cash and cash equivalent

o
=]

Group
ARET
RMB

43,352,924.14
19,637.99

33,660,464.95
1,032,495.00

-1,000,000.00

-076,982.49

4,508,822.81

-350,000.00

-4,688,304.53

-112,167,735.69

77,565,240.88
40,956,563.06

429,978,157.97
503,467,118.60

-73,488,960.63

BAE
Company
AR®T
RMB

43,352,924.14

33,574,952.73
1,032,495.00

-1,000,000.00

-076,982.49

4,524,309.01

-309,034.50

-3,572,899.64

-112,190,348.32

75,619,008.64
40,054,424.57

421,126,786.34
495,429,329.13

-74,302,542.79
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General Background

Shandong Xinhua Pharmaceutical Company Limited (the
“Company”), a listed company, was established in 1993 as the
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 (“PRC”) on The Stock Exchange of
Hong Kong Limited. In July 1997, the Company listed it's A Shares
of the PRC on Shenzhen Stock Exchange. In November 1998, the
Company became a foreign investment joint stock limited
company which is approved by the Ministry of Foreign Trade and
Economic Cooperation of the PRC. In Sept. 2001, the Company
issued 30 million ordinary A shares and offered 3 million state-

owned shares after approval.

As at 30 June 2003, the registered capital of the Company was
RMB 457.31 million and the capital structure of the Company is

T: as follows:

BRHEE
Number of shares BEEE 54
outstanding Amount Percentage

ARSFIT AR¥TFir

RMB’000 RMB’000 %
ER=R State-owned shares 214,440 214,440 46.89
HEEAR Legal-persons shares 16,720 16,720 3.66
HEARHRKR General public H shares 150,000 150,000 32.80
HEARAR General public A shares 76,153 76,153 16.65
&t Total 457,313 457,313 100%

ARTRETENEME RENFEELS
FRE RERETER-

The principle business of the Company is to develop, produce
and sell bulk pharmaceuticals, preparations and other chemical

products.
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NOTES TO THE ACCOUNTS
(REBHESFHERES)

(PREPARED UNDER PRC ACCOUNTING STANDARDS)

Basis of presentation of financial statements

The financial statements of the Company have been prepared in
conformity with the Accounting Standards for Enterprises and the
Accounting Regulations of Enterprises issued by the Ministry of
Finance of the PRC.

The consolidated financial statements

2.2.1. The consolidated financial statements, comprising the
consolidated accounts of the Company and its subsidiaries
which the Company controls more than half of the issued
share capital, or controls less than half of the issued share

capital, but possesses of the right of management.

2.2.2. The consolidated financial statements have been prepared
in accordance with the Provisional Regulation of
Consolidating Financial Statement and relevant
supplementary regulations. All significant transactions and
balances between the Company and its subsidiaries are

eliminated upon consolidation.

Principal Accounting Policies and Accounting
Estimates

Accounting period

The accounting period of the Company is from 1 January to 31

December of the calendar year.
Accounting principle 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.
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3.3.

3.4.

3.5.

3.6

Recording currency

The Company uses RMB as its recording currency.

Translation of foreign currencies

Foreign currency transactions 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.

Cash equivalents

Cash equivalents are short-term (usually referring to those due
within three months from the purchasing date), highly liquid
investment that are readily convertible to known amounts of cash

and which are subject to an insignificant risk of changes in value.

Provision for bad debts

The confirmation of bad debts: The debts cannot be collected
even with all bankruptcy estate or heritage in a foreseeable time
due to the cancellation, bankruptcy, liquidation or fund shortage
and shutdown of the debtors caused by serious natural calamity
and other receivables that is overdue for 3 years and clearly proven
by other related evidence to be unrecoverable were confirmed to
be bad debts.
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3.7.

B it R R P EE
NOTES TO THE ACCOUNTS
(REBHESFHERES)

(PREPARED UNDER PRC ACCOUNTING STANDARDS)

The calculation of bad debts: Allowance method is adopted to
calculate bad debts. The provision for bad debts is determined by
using aging analysis method at the end of accounting period and
included in the operating results. After approval by the board of
directors or general meeting of the Company, bad debts can be
recorded as losses to offset the provision for bad debt after concrete

valuation for those unreceivables.

The provision for bad debts is determined as follows:

Aging Percentage
Overdue within 1 year 0.5%
Overdue within 1-2 year 10%
Overdue within 2-3 year 20%
Overdue for more than 3 years 100%

The provision for other receivables of the Company is made in
accordance with the policy for the accounts receivable. For special
receivables, the provision should be determined after concrete

valuation of unreceivables.

Inventories

Inventories, comprising mainly raw materials, work-in-progress
and finished goods, low value consumables and packaging

materials, are stated at cost.

The cost of raw materials includes all purchase cost, transportation
fee, loading and unloading fee and insurance fee, incurred in
bringing the raw materials to the present location and condition.
As to the self-made semi-products and finished goods, their costs
include all actual expenses incurred in the manufacturing and

production process.

Costs of inventories sale: The use and sale of raw materials and
the sale of semi-finished goods and finished goods were calculated

on a weighted average basis.
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3.8.
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3.8.

The costs of low-value consumables and packaging materials were

amortised on an one-off basis upon use.

The inventories are recorded at the actual costs or net realizable
value whichever is lower. The Provision for loss on realization of
inventory is determined on an individual basis whenever the cost
of inventory items exceeds its net realized value. When inventories
are damaged, partially or fully become obsolete or their selling
price falls below cost and, as a result, their costs exceed their net
realizable value, then the excess of their original costs over their
net realizable value is considered as a provision for loss on
realization of inventories. Net realizable value is the estimated
selling price in the ordinary course of business less the estimated
costs of completion and the estimated costs necessary to conclude

the sale.

Long-term investment

Long-term investment includes long-term equity investments and

long-term debt investments.

Long-term equity investments are receorded at initial cost on
acquisition. Long-term investments are recorded by using cost
method where all these investments constitute less than 20% of
the capitals of the invested enterprises, or as the Company has no
significant influence while it holds 20% or more than 20% of the
voting capital of the invested company. The equity method is
applied when the Company holds 20% or more of the voting
capital of the invested company, or has significant influence when

it holds less than 20% of the capitals of the invested company.
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NOTES TO THE ACCOUNTS
(REBHESFHERES)

(PREPARED UNDER PRC ACCOUNTING STANDARDS)

The equity investment difference between the inital investment
cost and the shareholder’s equity of the invested company enjoyed
by the Company should be amortized to the operating results on
a straight-line basis for a period stipulated in the contract. If the
investment period is not stipulated in the contract, the excess of
the investment cost over the shareholder’s equity of the invested
company enjoyed by the Company should be amortized over a
period of not more than 10 years. The shortfall of investment cost
over the shareholder’s equity of the invested company enjoyed
by the Company should be amortized over a period of not less

than 10 years.

The cost of long-term debt investment acquired is the total price
paid on acquisition. The interest on bonds which has been accrued
and therefore included in the price paid, should be accounted for

separately as receivable items on an accrual basis.

The difference between the initial costs of debt investment in which
incidental expenses and unpaid interest on bonds have been
subtracted and the par value of bonds is regarded as premium or
discount on investment in bonds. Premium or discount on
investment in bonds should be amortized over the period between
the acquisition date and the maturity date in which the relevant

bond interest is recognized by using a straight-line method.

Impairment of long-term investments: In case the recoverable
amount of any investment is lower than the carrying amount of
that investment as a result of a continuing decline in market value
or changes in operating conditions of the invested enterprise, and
there is no hope of recovery in the foreseeable future, then the
difference between recoverable amount and the long-term
investment book value would be recorded as impairment of long-

term investments.
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3.9.
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3.9.

Fixed assets and Construction in progress

3.9.1. Fixed assets

Fixed assets include buildings and constructions,
machinery equipment, electronic apparatus and office
equipment and motor vehicles. Fixed assets refer to the
production and operation of the Company with useful lives
of over one year, also include other main equipment with
individual values of over RMB2,000 and using lives in

excess of 2 years.

The fixed assets are recorded at initial cost. The costs of
the fixed assets purchased or constructed by the Company
include the price and relevant taxes and other expenses
for operating. The fixed assets invested by the investors

are recorded at their approved value.

To further enhance the management of the fixed assets and
tally with the actual situation, the useful lives of the fixed

assets were changed as follows:

FHREER FURAEER

Existing expected New expected

useful lives useful lives

FEREEY Plants and building 15% /years 20% /years
BRRE Machinery and equipment 10% /years 105 /years
ETES Electronic apparatus 10% /years 5% /years
MARBERERTIR Office equipment and motor vehicles 10% /years 5% /years

ZRBEHRNA LXFREHE
AR BEBREAFEER

WRFEREROBGER QT

The change of expected useful lives of the fixed assets has
no material impact on the profit for the six months ended
30 June 2003 and was not retrospected due to the change

falling into the accounting estimation.
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NOTES TO THE ACCOUNTS
(REBHESFHERES)

(PREPARED UNDER PRC ACCOUNTING STANDARDS)

For those fixed assets that are already devalued (as a result
of excessive functions, leave unoperated for a long time,
replacement value drop significantly, yield of the fixed
assets lower than normal capital yield etc), the margin
between the discountable value and the book net value
would be the provision for devalued fixed assets. Full
amount will be withdrawn under any of the following

situations:

M The market values of the fixed assets have declined
significantly during the period and it is not expected
to recover during the remaining expected useful

period;

(2) Fixed assets will not be used because of the progress

in technique and being damaged;

(3) Fixed assets will not be used because of the assets
have been restructured, disposed or suspended

business;

(4)  Significant adverse changes in operating
environment, such as technology, marketing,

economic and legal environment;

(5) Receivable amount of fixed assets decreased
significantly due to great increase in interest rate
at the same time which properly result in a change
of conversion rate of receivable amount of fixed

assets.

(6)  There is evidence showing the devaluation of fixed

assets.
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3.9.2 Construction in progress

The construction in progress is stated at actual cost. The
cost comprises original cost of plant and equipment,
installation, construction and other direct costs stated at
cost 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.

Construction in progress is transferred to the fixed assets
account and the accrual of depreciation commences from
next month when the assets has been substantially

completed and reaches the expected usable condition.

The company conducts a through inspection for the all
the constructions in progress at each year end. Provision
for devaluation of the construction in progress will be
withdrawn when one or some of the following situations

occur:

(1) The construction in progress suspended for a long
time and will not be restarted for construction in

the forseeable 2 years;

(2) The construction had been dropped behind in terms
of function and technique, and there is great
uncertainness in bringing economic profit to the

Company;

(3) Other situations proving that the construction in

progress had been devalued.

3.10. Valuation and amortization of intangible assets

The intangible assets of the Company mainly include land
use right. The land use right is amortized by using straight-
line method over 50 years. The house use right is amortized
by using straight-line method over 22 years. Software use
right is amortized by straight-line method over 5 years for

their expected beneficial period.
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311, ERWAMNER 3.11. Revenue recognition
WARRRAIRNERFAEEL Revenues from sales of goods is recognized when the
NEIZRABANBMECERGE enterprise has transferred to the buyer the significant risks
87 ARRTBUHZERE and rewards of ownership of the goods; the enterprise
BEEEENZEE MR retains neither continuing managerial involvement to the
AERREHME T RRNE degree usually associated with ownership nor effective
B HEMABNRAESTSE control over the goods sold; the relevant amount of revenue
Nt EASERRIARANER - and costs can be measured reliably; it is probably that the

economic benefits associated with the transaction will flow

to the enterprise.

3.12. HHE 3.12. Principal Taxation

3.12.1 freHt 3.12.1.Income tax
25/ B ek A 4 7E O 1 h S T R Since the company is registered in Shandong Zibo High-
EXMRECIE  REEKK tech Industry Development Zone, according to relevant
HENBSHRNEXMBEAN tax policies approved by the State Council of the PRC, the
BB A KBER - # income tax for the Company is 15% starting from 2002.
2002F BHATFTE BB R15% )
BE °
ERRMNERF AR EEAEH The subsidiaries of the Company are subject to 33%
ERABER33% ° income tax rate.

122 EH 3.12.2.Value added tax
FREHERAEREBER  H The Company is subject to value added tax (“VAT”). The
P REEMBERERT7% rate of VAT for domestic sales is 17% and the rate of VAT
HOEMEBRBRERAT - for export sales is 0%.
EREBERMBEXFHIEE Input VAT from purchase of raw materials can be netted
BUERBRE A LUEHISHER - H off against output VAT from sales. Input VAT from purchase
B BHAERN XS REED of raw materials used for export sales is offset against output
#2002 3R R FKEITRIEE VAT from sales under the Dismissing. Offsetting and
BR > WEBEMEEBE - Refunding Policy which was put into practice since March

2002.

FRANEEREAHESER VAT payable is the net difference between output VAT and
HEREAERERRRNER input VAT.
o
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3.12.3. City Maintenance Construction Tax and Education

3.13.

3.14.

Additional Expenses

City maintenance construction tax and education
additional expenses will be levied at 7% and 3%

respectively as payable turnover tax.
Employee’s welfare and social insurance reserve

In accordance with National and Zibo Municipal
Regulations on labor 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 accrued

payroll. The rates of provision are as follows:

Unemployment insurance fund 2%
Pension fund 23%
Welfare 14%
Housing fund 5%
Labor union fund 2%
Industrial injury insurance 0.9%
Education fund 1.5%

Profit Appropriation

Profit after taxation is appropriated in the following order
in accordance with the Articles of Association of the

Company and the relevant PRC regulations:
(1) Make up accumulated losses of prior years;

(2)  Appropriate 10% of profit after taxation to the

statutory surplus reserve;

(3)  Appropriate 5% to 10% of profit after taxation to

the statutory welfare reserve;

(4)  Appropriate a discretionary surplus reserve at an
amount approved by the shareholders in the

shareholders meetings;

(5) Distribute dividends to the shareholders.



ZEREFAT
RATFWERFAGRBERMOT :
INCE EfEF
Registered
Name Capital
ARBTR
RMB000
MENEAREEERAT
Zibo Xinhua Pharm. Co., Ltd. 2,000
MEFE=ALIERAA Y
Zibo Xinhua Sanhe Chemical Co.,Ltd USD500K
MENEBERGRERART
Zibo Xinhua Pharmaceutical
Design Institute 2,000
ENFERBEAEERRAR
Dezhou Xinhua Pharm. Co., Ltd. 600
RENEXEEERAT
Dongying Xinhua Pharm. Co., Ltd. 900
BHHEREEERAT
Weifang Xinhua Pharm. Co., Ltd. 300

*1

2

*3

EEMEXRBEERATHLR1999F
7H  BARFHLRSEBREEBER
BEFLARRAHEMAE FIMELS
ARM100ETT - 200298 1 aliE &
FEER00ETARKE KA FHELR
FEBEEBRERETATHRELH
5B B88%F12%  20024E9F + M
BAREMARB200E T

HEHE=F THR R AR R2002
F105 - AFRAEAFHAE R H#A
M AR=ZHALIEHEERAF
REHEME  ZMELXROBET
HEELRELPIDFIB70% > 25% »
5% °

HEHEBER N EBRAAKLR
2002438 - AR AL R ERE
KEERAAREAHELRE TMEX
R200BTARE  HEEFRELHD
FI7590%F10% °
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NOTES TO THE ACCOUNTS
(REBHESFHERES)

(PREPARED UNDER PRC ACCOUNTING STANDARDS)

Subsidiaries
The detailed list of subsidiaries of the Company is as follows:
HEeE Bk FERE st
Invested Principal
Amount Ratio Business Comment
AREFR
RMB’000
BnTE "
1,760 88% Pharmaceutical retail
BEET BEGERELT
EmfRE - £ENHEE i
USD350K 70% Pharmaceutical & Chemical
research, production and sales
BHEIRRG 3
1,800 90% Pharmaceutical project design
EnEE 4
360 60% Pharmaceutical retail
BREE 5
477 53% Pharmaceutical retail
AnEE 6
165 55% Pharmaceutical retail

*1 Zibo Xinhua Pharmacy Co., Ltd. was registered on July, 1999, the
registered capital is contributed by the Company and Shandong Xinhua
Pharmaceutical Group Co., Ltd, which hold 88% and 12% of the
registered capital, respectively. The original registered capital is RMB

1,000K. In September, 2002, the registered capital is increased to

RMB2,000K.

*2 Zibo Xinhua Sanhe Chemical Co.,Ltd. was set up on October, 2002 by
the Company, Japan Kyowa Pharmaceutical Co., Ltd and Beijing Mita
Chemical Tech. Co., Ltd., which hold 70%, 25% and 5% of the registered

capital, respectively. The original registered capital is USD500K.

*3 Zibo Xinhua Pharmaceutical Design Institute Company Limited was set

up on March, 2002 by the Company and Shandong Xinhua
Pharmaceutical Group Co., Ltd., which hold 90% and 10% of the
registered capital, respectively. The original registered capital is

RMB2,000K.
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*5

6

BN EZBEABERERAAK LR
20014F8H + HIA R AIAFEIR 7 4 K18
HEAZEERAANLREMEERE
RERAARARHERE  EIMELS
0BTARE - HEETRELHL S
#560%F140% °

RENEABEBR AN G LR2002F
38 AR AR F A TS EFEX
BEERADJARETEGREHRE
REFLAGREAHELE FMELE
WETARY  HEETRELHZE
#53%H47% ©

B EABEBR AR AR L R2002F
128 AR GNZERFAGSEHE
ABEERATHNLRFEBEERL
ARFAHEEHE FMEXNETAR
B OHEEERELONS B BE55%H
45% o

R¥E®

nE

BITEN

it

Cash on hand
Cash in bank

Total
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%4

*5

*6

Cash

Dezhou Xinhua Pharmacy Co., Ltd. was set up on August, 2001 by Zibo
Xinhua Pharmacy Co., Ltd., one of the subsidiaries of the Company and
Sshandong Dezhou Pharmaceutical Co., Ltd., which hold 60% and 40%
of the registered capital, respectively. The original registered capital is
RMB60OK.

Dongying Xinhua Pharmacy Co., Ltd. was set up on March, 2002 by
Zibo Xinhua Pharmacy Co., Ltd., one of the subsidiaries of the Company
and Dongying Lanjing Tech.Co., Ltd., which hold 53% and 47% of the
registered capital, respectively. The original registered capital is RMB9IOOK.

Weifang Xinhua Pharmacy Co., Ltd. was set up on March, 2002 by Zibo
Xinhua Pharmacy Co., Ltd., one of the subsidiaries of the Company and
Shandong Kangda Pharmaceutical Co., Ltd., which hold 55% and 45%
of the registered capital, respectively. The original registered capital is
RMB300K.

2003.6.30 2002.12.31
ARBETFT ARBETFT
RMB’ 000 RMB'’ 000
47 42

429,931 503,425
429,978 503,467




B it R R P EE
NOTES TO THE ACCOUNTS
(REBHESFHERES)

(PREPARED UNDER PRC ACCOUNTING STANDARDS)

FE U 3R B8 6. Notes receivable
2003.6.30 2002.12.31
AR®TT ARMFTT
RMB’ 000 RMB’ 000
BEALESR Trade notes receivable - 2,000
BITEAREER Bankers notes receivable 31,717 11,256
&t Total 31,7117 13,256
FEWEE K ZH B 5200356 A LA#% - Notes receivable which are bankers’ notes receivable with no
BEERNABESR - pledge and not overdue. The maturity date is after June 2003.
& Ut o 3% 7. Accounts receivable
JE IR SRR R 0 4T The aging analysis of accounts receivable as follows:
el RIRHE R tt i RIREE
Provision for Provision for
2003.6.30  Proportion  bad debts  2002.12.31 Proportion bad debts
ARBTR ARBFR AR%Tx AR%T
RMB’000 % RMB’000 RMB’000 % RMB’000
—F LR Within 1 year 296,717 90.11 1,217 233,336 87.90 1,167
—ZZ% {yearto?2years 17,288 5.25 1,769 17,691 6.67 1,769
“E=Hf 2yearsto3years 15,176 4.61 2,865 14,327 5.40 2,865
=®BE Over3Years 100 0.03 100 100 0.03 100
&t Total 329,281 100% 5,951 265,454 100% 5,901

IR P EFERDT%A ERG
NRREMB IR -

There was no accounts receivable due from shareholders who

hold 5% or more of the Company’s shares.
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8.

H it FE 4 X 8. Other receivable
:4:) HiR =GR xa] RIRER
Provision for Provision for
2003.6.30  Proportion  Bad debts  2002.12.31 Proportion Bad debts
UN: AER®TRE AR®TxR AR®TR
RMB’000 % RMB’000 RMB’000 % RMB’000
—E LR Within 1 year 65,165 64.49 Ly 83,219 69.87 41
—Z2Z%F 1yearto?2years 33,156 32.81 247 33,156 27.84 247
ZZE=% 2yearsto3years 93 0.09 19 93 0.08 19
=HFBE Over3Years 2,642 2.61 828 2,642 2.21 828
a5t Total 101,056 100% 1,135 119,110 100% 1,135

9. #®#E® 9. Inventories

B R HREER
Reserve Reserve
against against
declining declining
2003.6.30 in price  2002.12.31 in price

AERBTRE ARWTRT AR®TRT AR®TZ
RMB’000  RMB’000  RMB'000  RMB'000

RAH Raw materials 27,067 - 26,718 —
EER Work in progress 64,648 — 76,872 -
ERm Finished goods 116,508 321 102,081 321
ERFEm Goods in stock 6,718 - 5,603 -
REZ#%R Low value articles 9,137 - 8,116 -
RERBNE Special materials

for Government 1,708 - 1,708 -
CE Total 225,786 321 221,098 321
FEREERARBEAMIREEER Impairment of inventory value was provided for on the basis of
20036 B30 MEZ M1 ° the difference between the carrying value of the finished products

and the market value as at 30 June 2003
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10. RIS 10. Long-term investments

10.1.

10.2.

RARERSE 10.1. Long-term investments include:
2002.12.31 REREE  AHMEM AHEY 2003630  REER
Impairment Increased ~ Decreased Impairment

AR®TR  AR®TR ARBTR ARBTz ARETR ARETZ
RMB000 ~ RMB000 ~ RMB000  RMB000  RMB'000  RMB'000

RERERE  Stock investment 55,277 — 8,278 — 63,555 —
REBERE Securities investment 76 - - - 76 _
ait Total 55,353 - 8,278 - 63,631 -
REREREGSE 10.2. Long-term stock investments include:
wRELT AR REHR RELE ERBELAREREFILE
The period of Investment % of
Name of Company investment amount ownership held
AE%TR
RMB’000
AARFEREEAA & 30,000 1.46%
Tianton Securities Co. Long-term
AFERBAF o3 7,000 0.25%
Pacific insurance Co. Long-term
WRBRFRERGARAT R 1,500 5.50%
Sandong Huanzhong Pharm. Co. Long-term
EHEABENRREARAF 50F 3,200 6.4%
Jinrui Sifang Inves. Co. 50 years
RBRIT &H 13,577
Communication Bank Long-term
HERNSHEARLF 23 8,278 50%

Xinhua Perrigo Pharmaceutical Co., Ltd ~ Long-term

&t Total 63,555
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11. BERE 11. Fixed assets
FEREEY  HERRM EWRE BEREM #
Building & Machinery Motor
construction equipment Vehicle Apparatus Total

AERTT  AR®FT ARWTR  ARWTRT  AR®TR
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

HARE At 31 December 2002 291,057 758,048 22,431 13,663 1,085,199
e RER Additions 63 14,631 1,681 5,362 21737
Ho: ARIBEA Include: transferred from CIP - — — — —
B RERD Disposal 136 7,124 421 - 7,681
HREE At 30 June 2003 290,984 765,555 23,691 19,025 1,099,255

BYRHHE Accumulated depreciation

At 31 December 2002 163,151 397,780 11,264 12,962 585,157
me:AEEM Additions 6,080 28,890 1,584 1,412 37,966
B ARERY Disposal 136 4,170 - - 4,306
BARRIE At 30 June 2003 169,095 422,500 12,848 14,374 618,817
BAFE Net value at

31 December 2002 127,906 360,268 11,167 701 500,042
HREE Net value at

30 June 2003 121,889 343,055 10,843 4,651 480,438
MAEEEEBRERR  RFHERE At the end of the accounting period there is no devaluation for
o the fixed assets and no provision had been withdrawn.
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EEBIE 12. Construction in progress
2003.6.30 2002.12.31
AR®TR ARBTR
RMB’000 RMB'000
H#E®ER Construction projects 287,794 154,741
At Total 287,794 154,741
121. EEEEBAA 12.1. Detailed list of construction projects
A P &t
IBEH FORE  ABRG  EEEE 0 IBHE  EERF  IBEE IREE EIEE
Include: Expected
Opening transferred Closing Capital Project Project Date of
balance Addition to FA balance  resources budget  progress Completion
ARBTT ARBTR ARETR ARET:R ARETT AR%TR ARBTR
RMB'000 RMB'000 RMB'000 RMB’000 RMB'000  RMB'000 RMB’000
FaR 8,625 2,386 - 11,011 HE 2003-4
Comprehensive Building Self-owned
HREENHRIR 59,055 72,979 - 132,034 BR 160,000 2003-10
Caffeine Project Raised fund
EoEER 7,845 2,284 - 10,129 BE 2003-10
Dormitory Building Self-owned
ZRIE 21,599 1,307 - 22,906 HE 2003-4
SanAn Project Self-owned
7% (AR AR IXE 15,137 7,028 - 22,165 BE
Westen Xinhua Industry Zone Self-owned
¥% (RB)EKIXE 9,045 409 - 9,454 BE
Easten Xinhua Industry Zone Self-owned
FEA%R 4,250 456 - 4,706 BE 2003-6
Packaging Project Self-owned
REFTMPEELR 2,818 5,629 - 8,447 BE 2003-9
TMP Expansion Project Self-owned
ZNEETRELIR 2,432 67 - 2,499 BE 2003-5
Anagin Project Supplement Raised fund
E 23,935 40,508 - 64,443 BE
Other Projects Self-owned
a3
Total 154741 133,053 - 287,794
“1 ERTBARHZERESN T *1 Special loan is not used for the construction-in-progress and

2

3

FHEEXRFBIER -

HAREETREREREY - E
YR IBHEER -

HBEIRHBABHAEM
85.98% ' FTERHRLFEH
THFHRENEEIERFR
AXBES  ZHE-LHHT
BEEEEEARINRAL
%o

there is no capitalised interests.

*2 At the end of the period there is no devaluation for CIP and no
provision had been withdrawn.

*3 The construction in progress at the end of the period is increased
by 85.98% as compared to that at the beginning of the period
which was mainly attributable of the investment of Caffeine

project and other new projects.
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13. |EHEE 13. Intangible assets
K®# REMARE  tHERE  RNEEE Eth ait
Building Land use Transfer
K3 Software use rights rights  of technique Others Total

ARBTR  AREBTR  ARBTR  ARBTR  AR®Tr  AR%Txn
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

Fie®  Cost 820 612 76,363 - 48 77,843
BAEE  The original cost

at 1 January 2003 656 529 67,100 - 47 68,332
B RTEE  Accumulated amortization

at 1 January 2003 164 83 9,489 - 1 9,737
RERM  Addition - - - 5,000 235 5,235
REHE  Amortization 82 14 825 83 29 1,033
HIRZFEHE  Accumulated amortization

at 30 June 2003 246 97 10,314 83 30 10,770

rHEH Charge for the year - - - - - _

HREE Net value at
30 June 2003 574 515 66,275 4917 253 72,534

FBBEER The last of the year

of the amortization 4 21 43 10 5
BRLEETHMARBRERREE 8K At the end of the period there is no devaluation for Intangible
FHRBEER - assets and no provision had been withdrawn.

14. BERIER 14. Short term loans

FHRE
2003.6.30 2002.12.31  Monthly interest

AR®TR ARBTR

RMB’000 RMB’000
ERER Guaranteed loans - 10,000 4.78%-5.31%
EREREE Trusted loans 130,000 130,000 4.78%-5.31%

&5t Total 130,000 140,000
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15. EfRE 15. Notes payables
2003.6.30 2002.12.31
AR®TR AR¥T T
RMB’000 RMB’000
BEALESR Trade notes payable 29,444 4,800
RITARESR Bankers’ notes payable 20,855 2,000
A5t Total 50,299 6,800
16. PFEFHIRSR 16. Accounts payable
2003.6.30 2002.12.31
AR®TR AR¥T T
RMB’000 RMB’000
P& BR K Accounts payable 148,788 110,078
JE A IR B R IR D FI5% (B5%) Mk There was no account payable due from shareholders who hold
RRERDHWRREMHRE - 5% or more of the Company’s shares.
17. TR 17. Deposits from customers
2003.6.30 2002.12.31
AR®TR AR¥T T
RMB’000 RMB’000
U R Deposits from customers 13,471 6,794
R BEIEREENERESRTER Deposits aging over 1 year that had not been carried forward
HEFHEENEERE - were mainly balance due settled with clients.
FA U BR SR S AN D T15% (B5%) B E There was no deposits from customers due from shareholders who
RAEBRDWBREENNIE o hold 5% or more of the Company’s shares.
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18.

19.

48

FE £ B F1 18. Dividend payable
iR R E Rl
Class of Shareholders 2003.6.30 2002.12.31
AR®TR AR® TR
RMB’000 RMB’000
BEEAR - 12,866
State shares
TBRAR 4,569 4,569
Listed Stock A-share
TERHER - 9,000
Listed Stock H-share
Ht 6,098 6,139
Other
att
Total 10,667 32,574
EZRE 19. Tax payables
2003.6.30
AR®TR
RMB’000
FERFr 88 Income tax -4,609
eI E B VAT -9,687
FEREER Operating tax 73
ERXWmER Urban maintenance
construction tax 210
FEXHEEMM  Additional Education Expenses 374
FEXMEAFRSBH 1T Payable -2,425
FEXtiEAB  Land Use Tax Payable 134
ERXEER Real Estate Tax Payable 167
&t Total -15,763

WRFEREROBGER QT

2002.12.31
ARBTR
RMB’000

-5,764
-13,459
100

-950
-166
-1,664
-309
182

-22,030

RRE

Reasons

EEERFBRF
Dividend had not been paid this year

L
As above
&Lt
As above
L

As above

AKX

Taxed ratio

15%
17%
3%-5%

7%
3%

1.2%



20.

21.

22.

H i FE £ &

Hitn B

Hitt BN RERFAR Q5% (B5%)
RERREROOBRREMNFR -

HiRRA

EEME
iR

&M &=

ERBA
Banking Bank

PEEL AR
China Import & Export Bank

g O RAT
China Import & Export Bank

RAERRHLURNEBEEEER

BEERARMER -

x&
Corpus

ARET R
RMB'000

150,000

50,000

B it R R P EE
NOTES TO THE ACCOUNTS
(REBHESFHERES)

(PREPARED UNDER PRC ACCOUNTING STANDARDS)

20. Other payable

2003.6.30 2002.12.31

AR®TR AR®TR

RMB’000 RMB’000

Other payable 47,787 32,499

There was no other payable due from shareholders who hold 5%

or more of the Company’s shares.

21. Accrued expenses

2003.6.30 2002.12.31
ARBTT AR®BTR
RMB’000 RMB’000
Bonus to the directors 2,000 2,000
Audit expenses 1,000
Total 2,000 3,000

22. Long-term loans
% ERHE Rkt ik
Yearly Ratio Period Condition Usage

%

4.05 2001.9-2003.9 ERER LERE

Guaranteed Loan Production turnover

3.51 2002.6-2003.9 ERER tERE
Guaranteed Loan Production turnover

*The long-term loans are guaranteed by Shandong Xinhua Pharmaceutical

Group Company Limited.
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23.

24,

50

BEx 23. Share capital
2003.6.30 2002.12.31
ARRTIL ARBTTR
RMB’000 RMB'000
- REFRERSG: Unlisted shares:
1. BEARG 1. Sponsors’ share 214,440 214,440
He BRR GERBR®) States shares (unlisted shares) 214,440 214,440
BREAREERR Domestic legal persons shares
2. BEEARGERER®D) 2. Collecting Legal person 16,720 16,720
3. BER 3. Transferring and Allotting shares - -
4. RBEIK 4. Employee shares - -
5. BERRHM 5. Preferred stock and others
KETRBRG A Total 231,160 231,160
Z. EBLERERK Listed shares
1. RALTARMEER AR) 1. Public A shares (listed shares) 76,153 76,153
2. BALTEERHR) 2. Hshares (listed shares) 150,000 150,000
3. RALWHIER 3. Foreign-capital shares in domestic listing - -
4. BHETHNER 4. Foreign-capital shares in overseas listing - -
BLmRBRAAG Listed negotiable stock total 226,153 226,153
= B3 st Total stock 457,313 457313
BEEXxoEe 24. Capital surplus
2003.06.30 RE N AHEY  2002.12.31
Increased  Decreased
AERBTRE AR%Tn AR%®Tx AR%Tn
RMB’000 RMB’000 RMB’000 RMB’000
EEEMEE Surplus on asset revaluation 60,910 - - 60,910
RERTHE Share premium 496,851 - - 496,851
BXRE Donation 1,158 - - 1,158
CL Total 558,919 - - 558,919

WRFEREROBGER QT



25.

26.

BRRLoRE

RS E

NEAE

W e
SBRRAR

FHAE

n: BORIERE

AR BHNE
B RIEEBSRLRE

REGEEARS

HEIENADERE

B RASE

ROAZEBLARE

HARIENERE

HRRIENE

25. Surplus reserve

B it R R P EE
NOTES TO THE ACCOUNTS
(REBHESFHERES)
(PREPARED UNDER PRC ACCOUNTING STANDARDS)

2003.06.30 KEEM KEHS  2002.12.31
Increased  Decreased
AERRTRE AR®TR ARBTR ARE®T:R
RMB’000 RMB’000 RMB’000 RMB’000
Statutory surplus reserve 64,129 - - 64,129
Discretionary surplus reserve 60,589 - - 60,589
Statutory employee welfare 24,188 - - 24,188
Total 148,906 - - 148,906
26. Appropriation of profit
2003.6.30 2002.12.31
AR®FT ARBTR
RMB’000 RMB'000
Profit for current accounting period 50,695 81,379
Less: Income tax 7,322 12,559
Minority Loss/gain 20 56
Profit after tax 43,353 68,764
Add:  Undistributed profit at
beginning of the year 214,532 190,439
Profit available for the year 257,885 259,203
Less: Appropriation of statutory
surplus reserve - 6,904
Appropriation of statutory
employees welfare reserve - 3,452
Undistributed profit
available for the year 257,885 248,847
Less: Dividends distribution - 27,439
Appropriation of discretionary
surplus reserve - 6,876
Undistributed profit, at 31 December 2002 - -
Undistributed profit, at 30 June 2003 257,885 214,532
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NOTES TO THE ACCOUNTS
(REHESFHERES)
(PREPARED UNDER PRC ACCOUNTING STANDARDS)

27.

28.

29.

52

EFERBWA - K& 27. Sales and cost
FERBBRA FEXBHF
Sales Cost
2003.1-6 2002.1-6 2003.1-6 2002.1-6
AEBTRE AR%®Tn ARBTRT AR%¥Tn
RMB’000 RMB’000 RMB’000 RMB’000
Rz Bulk pharmaceuticals 412,085 388,964 322,766 294,003
He 0O Include: export sales 249,736 243,098 196,083 183,549
S5 Preparations 245,709 198,746 171,555 138,187
{tIEREEM  Chemicals and other products 19,557 12,437 16,580 9,110
&5t Total 677,351 600,147 510,901 441,300
FTERERaRMmM 28. Tax and additional
HE 2
Standard 2003.1-6 2002.1-6
AR®TR ARBT R
RMB’000 RMB’000
wEH KERIBERNT%
City Construction Tax 7% of VAT payables of this year 1,650 1,752
HBEEK M KERIEBEHRNI%
Education Expenses Additional 3% of VAT payables of this year 707 751
At
Total 2,357 2,503
HfthRH5F R 29. Other operating profit
2003.1-6 2002.1-6
RtRBEhA HbESXH RORENE HtXBuel HeEgxd HteEBiE
Other Other Other Other Other Other
operating operating operating operating operating operating
revenue cost profit revenue cost profit
AR®TET AE®TR ARBTRT ARBTRT AR¥TR  ARBT:R
RMB’000 RMB’000 RMB’000 RMB'000 RMB'000 RMB'000
$#EMB  Sales of materials 12,705 13,233 -528 19,193 20,302 -1,109
HEKER  Sales of water,
electricity and gas 5,496 5,455 M 6,908 6,726 182
BiEE Technology supplied
and rental income 50 28 22 336 130 206
g Rent 1,138 62 1,076 923 51 872
I Total 19,389 18,778 611 27,360 27,209 151
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31.

32.

MERHR

MNEEA
BITFEE
RS BA
EXEE
it

HipRERE W
ERRERS

it

BERMBA

Bl EEEREKE
HENLON
it

B it R R P EE

NOTES TO THE ACCOUNTS
(REBHESFHERES)

(PREPARED UNDER PRC ACCOUNTING STANDARDS)

30. Financial expenses

2003.1-6 2002.1-6

AR®TR AR TR

RMB’000 RMB’000

Interest expenses 6,722 8,437
Banking charge 563 534
Less: Interest income 2,916 7,780
Exchange loss 421 255
Others -281 65
Total 4,509 1,511

31. Investmentincome

2003.1-6 2002.1-6

AR®TT AR®T T

RMB’000 RMB’000

Other equity investment earnings 350 340
Debt investment proceeds — —_—
Total 350 340

32. Non-operating income

2003.1-6 2002.1-6

AR®TR AR TR

RMB’000 RMB’000

Proceeds from disposal of fixed assets 1,309 950
Fines income 53 19
Others - 568
Total 1,362 1,637
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33. EXH®H 33. Non-operating expenses
2003.1-6 2002.1-6
AR®BTR ARET T
RMB’000 RMB’000
EEETEERX Loss on disposal of fixed assets 332 304
e BREXH Overdue penalty and fines 1 1
Hity Others 2,722 3,224
&5t Total 3,055 3,529
34. BAFEHERERE 34. Notes to the parent company
34.1. FERIRE 34.1. Accounts receivable
FE Wb R R e 0 AT The Aging analysis for other receivables is as follows:
4] BRER £ BiRER
Provision Provision
2003.6.30 Ratio for bad debt  2002.12.31 Ratio  for bad debt
AR%TT ARRTRT AR%Tn ARBTR
RMB'000 % RMB'000 RMB’000 % RMB’000
—ELR Within 1 year 296,717 90.11 1,217 233,336 87.90 1,167
-22F 1 year to 2 years 17,288 5.25 1,769 17,691 6.67 1,769
- 2 years o 3 years 15,176 4.61 2,865 14,327 5.40 2,865
ZEHLE  Over3years 100 0.03 100 100 0.03 100
At Total 329,281 100% 5,951 265,454 100% 5,901
FEWIRR P EBFEARLDFS5%MU There was no account receivables due from shareholders
LROHBRREMHRN - who hold 5% or more of the Company’s shares.
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34.3.
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NOTES TO THE ACCOUNTS
(REBHESFHERES)

(PREPARED UNDER PRC ACCOUNTING STANDARDS)

34.2. Other receivables

4 IR ] BIRER
Provision Provision
2003.6.30 Ratio for bad debt  2002.12.31 Ratio  for bad debt
AR®TR AB®TRT AR®T:R ARBTR
RMB’000 % RMB’000 RMB'000 % RMB'000
—FHR Within 1 year 63,642 63.95 H 81,790 69.50 4
-BCE 1 year to 2 years 33,156 33.31 247 33,156 28.17 247
g 2 years to 3 years 23 0.09 19 93 0.08 19
ZENE Over 3 years 2,642 2.65 828 2,642 2.24 828
&t Total 99,533 100% 1,135 117,681 100% 1,135
HitEWHRHETEREREOR Other receivables in a great amount include export
$134,206F 7T ° drawback of RMB34,206,000.
RAKRE 34.3. Long-term investments

RERERE  Stock investment
REEERE  Securities Investment

2002.12.31 BEER KEE AHED 2003.6.30 REERE
Impairment Increased Decreased Impairment

AR®TR  AR®TR  AR®TR  AR®TR  AR®Tr  AR®Tx
RMB’000 RMB'000 RMB’000 RMB'000 RMB'000 RMB'000

Bt Total

63,200 - 8,236 - 71,445 -
76 - - - 76 -
63,285 - 8,236 - 71,521 -
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Hep REBERE Include: Long-term equity investments
BRRLFEHR RRHR iR eE ERRRATEREFLH
Name of Company The period of Initial investment
investment amount % of ownership held
ARBTR
RMB’000
AERSAREELT R 30,000 1.46%
Tiantong Securities Co. Long-term
ATERRAF R 7,000 0.25%
Pacific insurance Co. Long-term
WREPHERHERAT RE 1,500 5.50%
Sandong Huanzhong Pharm. Co. Long-term
RO BENRREARAR 505 3,200 6.4%
Jinrui Sifang Inves. Co. 50 years
RERT R 13,577
Communication Bank Long-term
NERER G RERAT RE 1,800 90%
Xinhua Pharm.Design Institute Long-term
MEFEREE RE 1,760 88%
Zibo Xinhua Pharm.Co. Long-term
HENE=ACIARAT RY 2,897 70%
Zibo Xinhua Sanhe Chemical Co. Long-term
HEHE-BNEERAR R4 8,278 50%
Zibo Xinhua Perrigo Pharmaceutical Co. Ltd. Long-term
L 70,012
Total
34.4. EEEBRA - A 34.4. Sales & cost
FERBBA FERBRF
Sales Cost

2003.1-6 2002.1-6 2003.1-6 2002.1-6
ARBFRE AR®TR ARWTR AR%Tx
RMB’000 RMB’000 RMB’000 RMB’000

R Bulk pharmaceuticals 412,085 388,964 322,766 294,003
He oo Include: export sales 249,736 243,098 196,083 183,549
3. Preparations 245,709 198,746 171,555 138,187
tIERKEM  Chemicals and other products 11,197 7,449 11,474 6,125
&t Total 668,991 595,159 505,795 438,315
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345 REWER 34.5 Investment income
2003.6.30 2002.12.31
ARBTT AR®T R
RMB’000 RMB’000
Hits R R E W& Other equity investment earnings 309 551
ERERE WS Debt investment proceeds — -
At Total 309 551
RABATRERRERS 35. Related parties transactions
35.1. EZE2003F6A30R * KAAM 35.1. The general descriptions of the related parties as at 30 June

TEBBATERERMT

2003 are as below:

AL ARKE EARE Hf EREF REEE HERGLARE
Name of the Representative Registration Registered Business Relationship
related parties Nature of legal person site capital scope  with the Company
AE®TR
RMB’000
LWRAEEEEE FRELLT EimE HEREE BRI BEREAR
BRERLT RE E5%
Shadong Xinhua Company He Duanshi Zhangdian, 298,500 Pharmaceutical & Holding company
Pharmaceutical Group Limited Zibo chemical production,
Company Limited trade and others
WRHETE R EIdE LIEE HEREE LESELT BE REAT
ROERAT BERRS AR
Shandong Xinhua Joint Stock Fu Henggian Zhangdi-an, 23200  Production and sales  Related party and
Industry & Trade enterprises Zibo of bulk pharmaceuticals  a subsidiary of the
Company Limited and others Group Company
WRFEHERR RRERLT I HEREE Rit  AEEHE  BY RELF
RERRERLA BEKER ZTRF
Shandong Xinhua Zibo Company  Wang Shoujian Zhangdi-an, Design, production  Related party and
Packing Company Limited Zibo and sale of packing  a subsidiary of the
Limited products Group Company
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TR
Name of the

related parties

WREEHERE
BRAT

Shandong Xinhua Zibo
Xincat Pharmaceutical
Company Limited

LWREBHERFHE
BRAT

Shandong Zibo

Chemferm Pharmaceutical

Company Limited
WRHEEBFSRY
BREALT
Shandong Xinhua Zibo
Comprehensive Service
Company Limited
WRHEH T
BREALT
Shandong Xinhua
Zichuan Chemical
Company Limited
LWRFEEERE
HERMAREALT
Shandong Xinhua Zibo

Sulphuric Acid Manufaturing

Company Limited

KFRR EARE

Representative

Nature of legal person

PHEE BHE
Joint Venture Tao Jingshi
pHeE BER
Joint Venture Fu Henggian
ERERAT TAR
Company Yu Gongfu
Limited
FRELLT RASH
Company  Chen Dazheng
Limited
FREALT Bf
Company Cheng Bo
Limited
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kit
Registration

site

HEREE

Zhangdi-an,
Zibo

HEREE

Zhangdi-an,
Zibo

HEREE

Zhangdi-an,
Zibo

HEH)IE

Zichuan,

Zibo

HERLE

Boshan,

Zibo

EMES
Registered

capital
IN:1 4w
RMB’000

USD 3,105K

USD 11,388K

19,301

3,174

7,735

£ i
Business

scope

B HELE
RR%

Production and sales
of the bulk
pharmaceuticals
B HEER
FIER

Production and

=1

sale of Cephalexin
and Cephradine
RERH

Comprehensive

services

LB #E
tIEm
Production and
sale of bulk
pharmaceuticals
LB #E
tIEm
Production and
sales of Chemical

products

REHLEIRE
Relationship

with the Company

B SELT
AN

Related party and
a subsidiary of the
Group Company
Bl BT
AN

Related party and
a subsidiary of the
Group Company
B RELT
AN

Related party and
a subsidiary of the
Group Company
B RELF
ZFRF
Related party and
a subsidiary of the
Group Company
B RELT
ZFRF
Related Party

and a subsidiary

of the Group
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(PREPARED UNDER PRC ACCOUNTING STANDARDS)

35.2. RAGRAETEBHATARIAR
mTE :

35.21. ARFOBAHARHEES

o RMEE D BENR

35.2. The major transactions with the related parties are

described as follows:

35.2.1. Sales of products and provision of energy, labour

and technology services by the Company to the

35.2.2. BBARMALDRRER 35.2.2.Raw materials supplied by the related parties to the
MR REBHNEH Company
BER 1 fiisE
Amount  Closing balance Notes
i (Eft)
Receivable (Payable)
ARRTR ARBTR
RMB’000 RMB’000
Ed: LURHEIERGAA (16,290) - Rt
Include:  Shandong Xinhua Industry & Raw materials
Trade Company Limited
HIMEIBERA R (6,170) (3,363) Rt
Zichuan Chemical Company Limited Raw materials
HERFHERRAT FRar8
Xinhua Chemferm pharmaceutical Raw materials
Company Limited - -
FEAEERERAR (12,400) (7,116) RA#
Xinhua Packing Company Limited Raw materials
HEGERBLR (5,980) - SHRRH
Xinhua Comprehensive Lawout and
Service Company other services

i BR 75 related parties
BER 1 fiisE
Amount  Closing balance Notes
fE (FEft)
Receivable (Payable)
Ed:  LURHEIERGLA 11,150 25,388 HEBNIRIZE
Include: ~ Shandong Xinhua Industry & Sales of power
Trade Company Limited
HERERHELA 440 1,081 #HEDD
Xinhua Comprehensive Sales of power
Service Company Limited
HERERRLA 250 4,307 BHRER®
Xincat pharmaceutical Company Limited Sales of power
HERTHERRAT 2,010 3,472 HED IR BB
Xinhua Chemferm Pharmaceutical Sales of power
Company Limited
HERERREARAT 620 - B RE%
Xinhua Packing Company Limited Sales of power
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36.

37.

60

3523 AATEBEKATEMIT 35.2.3.0ther transactions with the Related Parties (advance, loans
RKBER - BRE) and etc.)
BEE 1] fiiE
Amount  Closing balance Notes
ik (E&f$)
Receivable (Payable)
AERTIT AERTIT
RMB’000 RMB’000
Ed:  LRFEEERELR 2,810 (2,940) ERRRBERZ
Include:  Shandong Xinhua Pharmaceutical Loans and advances
Group Company Limited
ERAEEBEBAT IR The transactions with the related parties are all settled at
ZRTIEER N IHEER market prices.
EITHE -
BREEHR 36. Contingent events
& None
HfthEIH 37. Other matters
& None
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MEHE

FINANCIAL REPORT
(REFEEZERAZETRARSH)
(PREPARED UNDER HONG KONG GENERALLY ACCEPTED ACCOUNTING PRINCIPLES)

(Z) #EEEERMZzESsFERHES 1. Condensed Consolidated financial statements

ZHBHE CRERER) prepared in conformity with the HKGAAP
BHGESRER Condensed Consolidated Profit and Loss Account
#F2003F EZE2002%F
6A30H 6H30H
Ik6fE A It6f@A
For the six months For the six months
ended 30 June ended 30 June
2003 2002
(REEFR) (RBE)
(Unaudited) (Unaudited)
HA ik ARBTFTT ARETF T
Item Notes RMB’000 RMB’000
3 Turnover 2 677,351 600,147
HERE Cost of goods sold (513,957) (444,462)
EFH Gross profit 163,394 155,685
Hil A Other revenues 3,813 7,884
HEER Selling expenses (56,693) (56,930)
EEER Administrative expenses (50,735) (48,098)
HnEE &R Other operating expenses (1,630) (1,388)
RERF Operating profit 3 58,149 57,153
HKER Finance costs (6,722) (8,437)
BRBAIRF Profit before taxation 51,427 48716
BE Taxation 4 (7,433) (7,269)
BRB R R Profit after taxation 43,994 41,447
DBRRER Minority interests (20) (4)
RRELER Profit attributable to shareholders 43,974 41,443
HHRE Interim dividend 14 - -
SREF Earnings per share 5 AR%RMB0.0962 A R¥RMB0.0906
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FINANCIAL REPORT
(REFBEERAZETRAUEH)
(PREPARED UNDER HONG KONG GENERALLY ACCEPTED ACCOUNTING PRINCIPLES)

HHGSEEARSR Condensed Consolidated Balance Sheet
(&= 5)
(restated)
200364 30H 2002128310
At 30 June 2003 At 31 December 2002
(REEH) (&3
(Unaudited) (Audited)
i ARBFT AE¥TFT
Note RMB’000 RMB’000
FRBEE Non-current assets
BEEE Fixed assets 6 557,167 573,270
ERIR Construction-in-progress 6 296,639 163,299
k& Investments 63,555 55,277
917,361 791,846
RBEE Current assets
BE Inventories 223,322 218,634
EUESREE Trade and bills receivables 7 344,821 261,358
HittERFE » Other receivables,

RERAFRE deposits and prepayments 71,358 65,103
WEEHORER T Export value-added-tax recoverable 34,206 41,429
EVEEERATRE Amount due from immediate

holding company 20,888 27,569
EHRE Short-term investments 76 76
TEERERT Income tax recoverable 4,609 5,762
RERBIERLEHR Cash and bank balances 429,978 503,467
1,129,258 1,123,398
REEE Current liabilities

EREAREE Trade and bills payables 8 199,087 108,988
Hit AR AR EAER Other payables and accrued charges 76,377 47,339
EHRTES  RER Short-term bank loans- unsecured 9 180,000 190,000

RERTERZ-FA Current portion of long-term 9

EEEE  RER bank loans- unsecured 150,000 150,000

ERRE Dividends payable 5,573 —
611,037 496,327
REBEEFE Net current assets 518,221 627,071
BEERRBERE Total assets less current liabilities 1,435,582 1418917
EARE Financed by:
k& Share capital 10 457,313 457,313
e Reserves 974,276 930,302
BRIRRE Proposed final dividend - 27,439
REER Shareholders' funds 1,431,589 1,415,054
DERRER Minority interests 2,695 2,675
FRBEE— Non-current liabilities
EEHE Deferred taxation 13 1,298 1,188
1,435,582 1,418,917
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HHESHERE Condensed Consolidated Cash Flow Statement
#HE2003F HZ22002%F

6A30H 6H30H

1t6fER 1L6{E A

For the six months For the six months
ended 30 June ended 30 June

2003 2002
(RiEER) (REEG)
(Unaudited) (Unaudited)
AR%TFTT AREFTT
RMB’000 RMB’000
BETHrRERANTE Net cash inflow from operating activities 98,632 42,844
REEB<RESRLRE Net cash outflow from investing activities (160,972) (67,635)
BEZRERETE Net cash outflow before financing (11,149) (14,029)
BeRRLEEMAED Decrease in cash
and cash equivalents (73,489) (38,820)
-F-BZB&R Cash and cash equivalents
REEEN at 1st January 503,467 617,231
AAZTHZEAER Cash and cash equivalents
RESEN at 30th June 429,978 578 411
BERBSEBULHAN:  Analysis of the balances of cash and
cash equivalents:
BERBOTRERLEHR Cash and bank balances 429,978 578,411
BHGEARREREBD xR Condensed Consolidated statement of changes
in equity
BE2003F HZ2002F
6A30H 6A30A
LL6fEA 1618 A
For the six months For the six months
ended 30 June ended 30 June
2003 ~ 2002
(RiEFH) (REEH)
(Unaudited) (Unaudited)
ARBFL ARETT
RMB’000 RMB’000
M1A1A At 1st January, as previously reported 1,414,433 1,384,816
REERE 128 (BE3T) EF Effect on adoption of SSAP 12 (revised) 621 381
R1A1E - BE7 At 1st January, as restated 1,415,054 1,385,197
KEFE Profit for the year 43,974 41,443
ERRE Dividends (27,439) (36,585)
ROEENGS -BIRR Decrease in statutory public welfare
BRI ZERML reserve fund - Capital expenditure for
common facilities of staff - (1,661)
R6A30A At 30th June 1,431,589 1,388,394
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B HEE

REBFLGEHATRIRE DERER
B MASEMZEEEHERER
(BTERKER) F25% (FANKHS)
T 4wl

AEAPRRERR TR _F2FE
MBHE—HRE -

RAAHRTHIRE RAZETBER
FtERtREE-ER-F+ZA=
t-BEFEZFERBAEAE -
B AKERRATIIHE B
AEEMzEEBENE  BEE
TEHBER  ZEFEHEIR=ZR=
F-R-HBIIUEHBRZETHBE
N

BT ERERE 125 (REF)  EH

RG] 2 R E1 25 B & 5T
Re2@BUCEHNER  SEBRHAFE
BINRERBITZBE - Bt » =
E_FR-ZEE=F—-F—-HZHIRK
BRFE 2 5EMmAK%3,576,0007T
R ARY3,816,000T © BPRIEL
PBEEE -M_BT_ER-ZTT=F
—A-BREBVEEEGRRECHDIA
R¥%3,195,0007T * B RWIELHE
afE- %ﬁﬁﬁ%gﬁ:ﬁg—EJr—ﬁ
St-BZEBEEBBEEEFERSA
¥621,000T - HE_ZE _ﬂ‘mﬁ =
TRALAEAZRBAEHIARY
80,0007T °

WRFEREROBGER QT

Accounting policies

These unaudited consolidated condensed interim accounts are
prepared in accordance with Hong Kong Statement of the Standard
Accounting Practice (“SSAP”) 25 “Interim Financial Reporting”,

issued by the Hong Kong Society of Accountants.

These condensed interim accounts should be read in conjunction

with the 2002 annual accounts.

The accounting policies and methods of computation used in the
preparation of these condensed accounts are consistent with those
used in the annual accounts for the year ended 31st December
2002 except that the Group has changed certain of its accounting
policies following its adoption of the following SSAPS issued by
the Hong Kong Society of Accountants which are effective for

accounting periods commencing on or after 1st January 2003:

SSAP 12 (revised) : Income tax

The adoption of the new SSAP12 represents a change in
accounting policy, which has been applied retrospectively so that
the comparatives presented have been restated to conform to the

changed policy.

Accordingly, the opening retained earnings at 1st January 2002
and 2003 have been increased by RMB3,576,000 and
RMB3,816,000 respectively, represent the under provision of
deferred tax assets. The opening asset revaluation reserves at 1st
January 2002 and 2003 have been decreased by RMB3,195,000
which represent the under provision of deferred tax liabilities.
This change has resulted in a decrease in net deferred tax liabilities
as at 31st December 2002 by RMB621,000. The profit for the
period ended 30th June 2002 have been decreased by RMB80,000.
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- 3] 2.  Turnover and revenue
AEETENREHAE  HERKHEH The Group is principally engaged in the development, production
mo BECERME WA (WHEK and sales of pharmaceutical products including bulk
HAE)  LIRHEER TELEHR pharmaceuticals, preparations (e.g. tablets and injections),
ERTH - chemicals and other products. Its major place of operation is in
the PRC.
iy EBIHEH: (i) By business segments
#E200356A 308 LL6fEA B 2200256 30H 1618 A
For the six months ended For the six months ended
30 June 2003 30 June 2002
BRRH Rt %@ Bnxk At £8
Pharmaceutical Other Pharmaceutical Other
business operations Group business operations Group
AEBFT  AEBFTT  ARBTT ARETT  ARETT  ARET:R
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AHBA Segment revenues 680,814 350 681,164 607,691 340 608,031
AHEE Segment results 57,799 350 58,149 56,813 340 57,153
(iy EBERELEIHER (ii) By geographical location of customers
BB SBRE
Segment revenues Segment results
#X2003F BZ2002% #X2003F B 22002
6A30HIL6MA  6A30AL6MA  6A30HI6MA  6A30HL6fEA
Six months ended ~ Six months ended ~ Six months ended  Six months ended
30 June 2003 30 June 2002 30 June 2003 30 June 2002
AREBFIT AREFR AR®FIT AREFR
RMB’000 RMB’000 RMB’000 RMB’000
B (EE#) PRC (including Hong Kong) 434,956 364,637 114,375 101,061
B Europe 84,008 79,193 19,239 18,103
EM Americas 97,541 90,137 19,515 16,969
EER Others 60,846 66,180 13,321 22,713
677,351 600,147 166,450 158,846
KABWARA  Unallocated costs (108,301) (101,693)
EXNE Operating profit 58,149 57,153
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wERA 3. Operating profit
REBASTTARMBKRTHIER : Operating profit is stated after crediting and charging the following:
#E2003F BZ2002F
6H30R1L6fEA 6A30H k6@ A
Six months ended Six months ended
30 June 2003 30 June 2002
ARBFTL ARETT
RMB’000 RMB'000
ftA Crediting:
LEBEEE NS Gain on disposal of fixed assets 977 646
nk Charging;
BEECEENE Depreciation of owned fixed assets 39,699 35,471
BIRAK (FEFEEERESZME)  Staff costs (excluding directors’ emoluments) 45,514 54,911
IHEIRREFHEER Contributions to retirement scheme 10,517 9,203
ek 4. Taxation
B§E_SE= BE—-ZTTC
~NB=+H AAZ=TH
ILREA EREA
Six months ended Six months ended
30 June 2003 30 June 2002
AR¥TIT ARMFT
RMB’000 RMB’000
REEBRRAZH The amount of taxation charged
ZBREWT : to the consolidated profit
and loss account represents:
FYHECERER PRC enterprise income tax 7,323 7,189
ELEHRE Deferred taxation 110 80
7,433 7,269
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(a) Pursuant to approval documents ZiDiShuiKaiZi[200215
and ZiGaoXinDiShuiFa [2003]14 from Zibo Local Tax

Bureau, the Company is subject to PRC enterprise income

tax rate of 15% for the year ended 31st December 2002

and year ending 31 Deceumber 2003. This treatment will

be subject to annual reviews by Zibo Local Tax Bureau in

future years after 2003.

(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 six months ended 30 June

2003 (six months ended 30 June 2002: Nil).

(c)  The tax on the Group’s profit before taxation differs from

the theoretical amount that would arise using the tax rate

REELENESEBHZFMT applicable to the Group as follows:

#E-S2= BE-%3-%

~B=+H ABZ1H

LLAfEA <A A

Six months ended Six months ended

30 June 2003 30 June 2002

ARBTT AREFR

RMB’000 RMB’000

BRHARA Profit before taxation 51,427 48,716
BB R15% BI3H B (2002 15%) Tax calculated at 15% (2002:15%) (7,714) (7,307)
BREERE Recognition of temporary difference (110) (80)
BERBKA Income not subject to taxation 731 357
FERANBRNER Expenses not deductible for tax purpose (340) (239)
(7,433) (7,269)

SHANDONG XINHUA PHARMACEUTICAL COMPANY LIMITED
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BRAET 5.

BREMNRBREAKEE ZRREMLEF
ARM43,974F 7t (2002%F : ARM
M,443F ) 8 - BREFZEAEAH
REBRTROZMETEYE
457,312,830/ (20024 : 457,312,830
i) FHE o

BZ_ZZ_FN-_TZ=FXA=+
AUEMRERRE 98B RERREY
SHLER AR EUERBAE
RE#EE -

BEMEMAX 6.
BOREEE Net book value at 1 January 2003
wE Additions

HE Disposals

ik Depreciation

HAREFE Net book value at 30 June 2003

68 LWRHERERDBERQAF

Earnings per share

The calculation of basic earnings per share is based on the Group’s
profit attributable to shareholders of RMB43,974,000 (2002:
RMB41,443,000) and based on the weighted average of
457,312,830 shares (2002: 457,312,830 shares) in issue during

the year.

There was no dilution effect on the basic earnings per share for
the six months ended 30 June 2003 and 2002 as there were no
dilutive shares outstanding during the six months ended 30 June
2003 and 2002.

Capital expenditure

#XE2003F6A 300 LLofE A
Six month ended 30 June 2003

Wi BERRE EBIE ]

Property, plant Construction-in-
and equipment progress Total
ARBTT ARBTT ARRTT
RMB’000 RMB’000 RMB’000
573,270 163,299 736,569
26,972 133,340 160,312
(3,376) — (3,376)
(39,699) — (39,699)
557,167 296,639 853,806
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FE Uy bR % e IR 4 7.

M2003%F6H30H @ BWIRFA R ZER
HigR2MmT :

—FHUR Within one year
—FEC-F One to two years
—EE=F Two to three years
L

AEEZENEEZEREIUERE
BARRELTRETHE  EXBH
AR RIRTIRX BN ET - 3
PUEF 2BRAERRERRTRRMR
o

FEf IR R R 8.

M2003F6A30H @ BENIERREER
HigR2MmT :

—F LR Within one year
—FEC-F One to two years
—EE=F Two to three years
BB=F Over three years

SHANDONG XINHUA PHARMACEUTICAL COMPANY LIMITED

Trade and bills receivables

At 30th June 2003, the ageing analysis of the trade and bills

receivables were as follows:

=t 2 55 e
~NA=+H +t=ZA=+—H
30th June 2003 31st December 2002
AR®TFT AR® TR
RMB'000 RMB'000
328,434 245,366

12,966 13,268

3,421 2,724

344,821 261,358

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.

Trade and bills payables

At 30th June 2003, the ageing analysis of the trade and bills

payables were as follows:

=t 2 55 e
AA=+H +=A=+-A
30th June 2003 31st December 2002
AR®TIT AREFT
RMB'000 RMB'000
193,636 103,537

1,705 1,705

304 304

3,442 3,442

199,087 108,988
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10.

70

B|ITHMR

H2003FE6 300 » RITER
FHESR:

F-ER
E-ZRER

BTERRHERZRATRMERER -

Bz &

EERE
307,312,830/ (ZEE=% :
307,312,8301%)
ARBREBEARE1.00%
150,000,000 (ZBE=F :
150,000,000
HREREEARE1.00T

BRTRBEREK
307,312,830/ (ZEE=% :
307,312,8308%) AR B R E B
AR1.00T2A
EEL
EAR
BAR

150,000,000K (=3B =% :
150,000,000
HREREEARR1.00%

RARUT

9. Bank loans

follows:

—EEZE
~NBETH
30th June 2003
ARBFIT

RMB'000

Within one year 180,000
In the second to fifth year 150,000

330,000

As at 30 June 2003, the Group’s bank loans were repayable as

ZEECF
TZA=t-H
31st December 2002
ARBFT
RMB'000

190,000
150,000

340,000

The Loans are guaranteed by immediate holding company,

Shandong Xinhua Pharmaceutical Group Company Limited.

10. Share capital

- 4 %2
~A=tH
30th June 2003
ARSTT
RMB'000
Registered
307,312,830 (2002: 307,312,830)
A Shares of RMB1.00 each
307,313
150,000,000 (2002: 150,000,000)
H Shares of RMB1.00 each
150,000
457,313
Issued and fully paid
307,312,830 (2002: 307,312,830)
A Shares of RMB1.00 each
divided into:
State shares 214,440
Legal person shares 16,720
Individual shares 76,153
307,313
150,000,000 (2002: 150,000,000)
H Shares of RMB1.00 each
150,000
457,313

WRFEREROBGER QT

it ok -3
+TZA=t-H
31st December 2002
ARBTR
RMB'000

307,313

150,000
457,313

214,440
16,720
76,153

307,313

150,000
457,313
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11. FXKIE 11. Capital Commitments
(i) ERIBRREEEERIE (i) Commitments for construction-in-progress and fixed assets
R-ZBE=FXRA=1TH K& At 30th June 2003, the Group had the following capital
EIENAHERENREERR commitments principally related to construction-in-
MEZRIRRBEREEEZR progress and purchase of fixed assets in respect of buildings
BEELMARNT : and production facilities which were not provided for in
the accounts:

i 4 33 “RECF

~A=tH tZA=t-H

30th June 2003 31st December 2002

AEBTFT ARBTR

RMB'000 RMB000

EENEREE Contracted but not provided for 62,220 62,220

EHEERES Authorised by the directors but not contracted 170,160 303,500

232,380 365,720

(iy  HfpEie (i)  Other commitments
AEBER-EZ=FAA=T At 30 June 2003, the Group had capital commitments to
B AEREBEATINERY invest in joint ventures which were not provided for in the
AEMT accounts:

i 4 23 “RECF

~A=+H t-A=1-H

30th June 2003 31st December 2002

AEBTFT ARBTFR

RMB'000 RMB000

EENEREE Contracted but not provided for 22,349 5,794
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12.

72

FRABALXS

(@)

AEEEEEXRBEEANETZ
EXREEBARARZBRAOT

12.

Related party transactions

()

Significant related party transactions, which were carried

out in the normal course of the Group's business are as

follows:

HE-SZ=E BZE-%3-%
~NA=tH ~RA=TH
LLRfEA tAEA
Six months ended Six months ended
30 June 2003 30 June 2002
ARBFTL ARETT
RMB’000 RMB’000

RERBRAGAMNMBEAT  Fellow subsidiaries of SXPGC, holding Company
— HERKRR RN Sale of finished goods and raw materials 14,030 10,205
— RERMR Purchase of raw materials 34,830 13,669
—HEWA Rental income - 713
— YNEERECHRE Payment of labour and other services 5,980 5,078

ESERA LEXZTITREEM
—REBBERPEEBITENE
B PR TE O FE AR AR R AR 1B 1)
NZER S O RIRRTMET o

REBR  ARRAREEERA
ARBERHARYE2,810,0007T
(ZZZ=F : AR%3,901,000
) MEBEEZERLAAER
EARMNEBRRAKAEN -
BE-_ZZ=fX<A=1+H" &
BERBERANBRERAARY
-2,940,000t (=B 2%
+=H=+—H :6,874,000
o) WERBEDREES &
MEREETERAS -

WRFEREROBGER QT

The Directors are of the opinion that the above transactions
were conducted in the ordinary and usual course of
business of the Group at price and terms determined
according to relevant industry practice and in accordance
with the terms of the agreements governing such

transactions.

During the period, the Company paid certain expenses on
behalf of its immediate holding company totalling
RMB2,810,000 (2002: RMB3,901,000), which were
charged back to the immediate holding company on cost
reimbursement basis. As at 30th June 2003, the amount
from the immediate holding company in connection with
such transactions amounted to RMB-2,940,000 (2002:
RMB6,874,000),which is unsecured interest free and has

no fixed terms of repayment .
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13. BEERR

EERBRAEELNEERERTE
WEI5% (ZEEZF  15%) E2EE

1%0

ELHEEE (BE) 28BN

EEHERR
R-A—H
ERERZH (HEm)

RAA=1H

R—A—H
ERESRCE (D)

RAB=1H

BERERIKZ
RELHAAREHEEE

EELHEEE
HittE g E

MEHERE
Hitt@e
HittiERE

RELHERR

13. Deferred taxation

Deferred taxation is calculated in full on temporary differences

under the liability method using a principal taxation rate of 15%

(2002: 15%).

Movement on the deferred tax
liabilities/(assets) is as follows:
Deferred tax liabilities
At 1 January
Charged to the Profit and
loss account (Note 4)

At 30 June

Deferred tax assets
At 1 January
Credited to the Profit and
loss account (Note 4)

At 30 June

Net deferred tax
liabilities represents:—

Deferred tax liabilities

Other temporary difference

Deferred tax assets
Deferred tax on depreciation
Provisions for accounting purposes
Other temporary difference

Net deferred tax liabilities

k- 8- —EECF
2003 2002
AR¥FIT AREFL
RMB’000 RMB’000
6,019 5,879
215 179
6,234 6,058
(4,831) (4,451)
(105) (99)
(4,936) (4,550)
6,234 6,058
(2,724) (2,520)
(2,189) (2,007)
(23) (23)

(4,936) (4,550)
1,298 1,508
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14.

15.

16.

74

R B 14.

EESERTREEZ2003F6A30H
1618 A R IR B (2002 : &) -

BRAR 15.

BZ200356H30BLL6MEA - AKE
WEREMIAREE -

REB®ER 16.

BZ200356H30BLL6MEA - AKE
WEREMEHAREE

LWRFERERODBER QT

Interim dividend

The Board of the Directors did not recommend the payment of an
interim dividend for the six months ended 30 June 2003 (six

months ended 30 June 2002: Nil).

Contingent liabilities

The Group has no significant contingent liabilities as at 30 June
2003.

Events after balance sheet date

There were no significant post balance sheet date events up to

the date of this report.



