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

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

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

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

This announcement, for which the directors of Jilin Province Huinan Changlong Bio-pharmacy Company Limited (the
“Directors”) collectively and individually accept full responsibility, includes particulars given in compliance with the Rules
Governing the Listing of Securities on GEM of the Stock Exchange (the “GEM Listing Rules”) for the purpose of giving
information with regard to Jilin Province Huinan Changlong Bio-pharmacy Company Limited and its subsidiary (“the
Group”). The directors, having made all reasonable enquiries, confirm that, to the best of their knowledge and belief: (1)
the information contained in this announcement is accurate and complete in all material respects and not misleading;
(2) there are no other matters the omission of which would make any statement in this announcement misleading;
and (3) all opinions expressed in this announcement have been arrived at after due and careful consideration and are
founded on bases and assumptions that are fair and reasonable.
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CHAIRMAN’S STATEMENT

As the Chairman and on behalf of the Board of Directors (the
“Board”), | am pleased to present the audited consolidated result of
Jilin Province Huinan Changlong Bio-pharmacy Company Limited
(the “Company”) and its subsidiaries (collectively referred to as the
“Group”) for the year ended 31 December 2015.

During the year under review, the total revenue of the Group for the
year ended 31 December 2015 was RMB539,134,000, representing a
decrease of 10% as compared with RMB601,715,000 for the previous
year. Profit for the year attributable to owners of the Company
decreased to RMB117,638,000 from RMB132,785,000 last year.
For the year ended 31 December 2015, basic earnings per share
decreased to RMB21.00 cents from RMB23.70 cents last year.

The achievements in 2015 were the results of joint effort of our staff
at all levels. In fact, the Board of Directors has already expressed its
view for 2015’s profitability in the 2014 annual report. As the state
speeded up the reform of the health care system and increased the
anti-corruption effort to increase pharmaceutical distribution, we
overcame the unfavorable factors relating to increased production
cost, lowering drug prices, limited prescription of medicines and rising
material costs, and achieved the targets set out in the beginning
of the year. As such, the Board would like to share its view on the
Company’s competitive edges with shareholders since these edges
would allow the Company to achieve further success in the coming
years.

Firstly, basing on the sales growth of one single product, namely, the
Hai Kun Shen Xi capsule (8RB ZB%) as our target; we exerted
effort in increasing the sales of mainline products, strengthened
academic promotion and speeded up the development of unexplored
new markets and while ensuring clinical sales, we increased the sales
of Compound Huonaoshu capsule (€777 4 &7 B %). Meanwhile, we
continued to make efforts in the production and marketing of injecting
drugs, including Edaravone injection (#KEH Z=;T 51/%) to further
improve our sales.

On the other hand, the research and development center of the
Company worked with a number of pharmaceutical universities,
research institutes and a number of experts in the field of drug
research and development and scholars to develop technologically
advanced new drugs, with special efficacy and a broad market
prospect.
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Moreover, we have followed the management regulations of the new
version Good Manufacturing Practice and strengthened production
management. The solid dosage capsule production workshop Two,
Membrane workshop, Pre-delivery processing workshop One have
obtained the new version of Good Manufacturing Practice Certificate
in the year.

Lastly, the Company passed the certification of “national high-tech
enterprise” on 17 September 2015. This year, Compound Huonaoshu
capsule (1877 /5472 %) was named “Branded Products”. The
Company’s trademark Qing Tong Pai (Bi8#) was awarded well-
known trademark of the city.

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

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

On behalf of the Board, | would like to express my heartfelt thanks
to all levels of staff and the management for their efforts and
contributions in 2015 and my deep gratitude to our clients, business
partners and owners for their utmost support.

By order of the Board
Zhang Hong
Chairman

Jilin Province, the PRC
30 March 2016
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ANNUAL RESULTS (AUDITED) FEEE(KEXR)

The Board of Directors (the “Board”) of the Company are pleased to AR FEEe([EFe|)MAXMEAERRE
announce that the audited consolidated results of the Group for the —ZE—HF+-_A=+—BHIIFELEXGAE
year ended 31 December 2015, together with the comparative figures 4 @ ERIEE —ZT—WNFE+_—_A=+—HILFE
for the year ended 31 December 2014, as follow: ZHBREFHOT

CONSOLIDATED STATEMENT OF PROFIT OR #HReEZkHMEEWER
LOSS AND OTHER COMPREHENSIVE INCOME

For the year ended 31 December 2015 BE_FE—hF+_H=1—HIFE

(Expressed in Renminbi) (UAREZT)
2015 2014
—Z-I1f%F —
Notes RMB’000 RMB’000
HtaE AR®T R AREEF T
Revenue WA 539,134 601,715
Cost of sales $HE RA (108,352) (115,213)
Gross profit EF 430,782 486,502
Other income HAaugA 23,913 11,309
Other gains H At Uz - 7,000
Distribution and selling costs DHEREERS (271,170) (276,949)
Administrative expenses THRFAX (45,534) (67,901)
Profit from operations $ i 7| 137,991 159,961
Finance costs RbE AR (209) (297)
Profit before income tax T BiE 137,782 159,664
Income tax expense FriSfisz (20,144) (26,879)
Profit for the year REERF 117,638 132,785
Other comprehensive income Hib2EEs - _
Total comprehensive income for the year ZEE2HEIKFEE 117,638 132,785
Profit attributable to: LU FEAES R
Owners of the Company ViN/NEIEZ SN 117,638 132,785
Total comprehensive income T EEZEmKE
attributable to: A EE
Owners of the Company AREHER A 117,638 132,785
Earnings per share istib ezl
- Basic (RMB cents) —BEE(ARESD) 10 21.00 23.70




CONSOLIDATED BALANCE SHEET

As at 31 December 2015

mEEERER
RZF—hF+=ZA=+—H

(Expressed in Renminbi) (KARKZT)
2015 2014
—E-AF —T-HEF
Notes RMB’000 RMB’000
&t AR¥T R ARBTIT
ASSETS AND LIABILITIES BEEREE
Non-current assets FRBEE
Bearer biological assets T BEMEE 5,557 5,169
Property, plant and equipment ME - BENEE 134,986 144,307
Prepaid land lease payments SEL Rkt 16,428 16,882
Construction in progress HEIR 74,557 66,781
Intangible assets EmEE 659 2,519
232,187 235,658
Current assets REEE
Inventories =FE 28,764 33,635
Trade receivables FEWE 5 BRI 12 212,073 230,196
Other receivables, deposits HhEWFIE « 5Te &
and prepayments A FIE 84,412 88,408
Loans receivables FERE T 12,500 35,000
Prepaid land lease payments FEMLiEe 454 453
Available-for-sale financial assets A ESEEE 154,500 30,000
Cash and cash equivalents RERREFEY 183,104 130,316
675,807 548,008
Current liabilities REEE
Trade payables TENE ZER 13 21,857 13,559
Other payables, deposits received EfbpEMFIE - BUY
and accruals A REFTER 95,841 105,348
Deferred income PRIEUT A 1,949 3,086
Income tax payable e PTIS TR 13,416 12,255
Other tax payables H b FE IR 13,695 13,847
Bank borrowings RITIER 4,000 -
Loans from government authority BT E R 682 1,317
Dividend payable FERTAR B 1,501 1,827
152,941 151,239
Net current assets REEEFRE 522,866 396,769
Total assets less current liabilities HEERRBEE 755,053 632,427




2015 2014
=Z-1fF —T—MF
RMB’000 RMB’000
ARET T ARET T
Non-current liabilities ERBERS
Loans from government authority BT RS E R 2,908 3,513
Bank borrowings RITEE - 4,000
Deferred income PRIEU A 27,863 18,358
Deferred tax liabilities RIEFIBEE 327 239
31,098 26,110
Net assets EEFE 723,955 606,317
EQUITY ATTRIBUTABLE TO OWNERS A& R#EH AEW
OF THE COMPANY EHE
Share capital R 2R 56,025 56,025
Reserves #1E 667,930 550,292
Total equity ERAsE 723,955 606,317




CONSOLIDATED STATEMENT OF CHANGES IN

REEBREHR

EQUITY
For the year ended 31 December 2015 Bz ?*ﬂ_fﬁ +-A=+—HItFEF
(Expressed in Renminbi) (UARBEZTF)
Statutory
Share Share surplus Retained
capital premium reserve profits Total
BRA ROGRE EERBHE RERA @t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETR AR¥Tn AR®TR AR%Tz AR%Txn
Balance at 1 January 2014 RZE—NF-A—Hz&% 56,025 51,008 33,242 333,167 473,532
Comprehensive income 2HEMNE
Profit for the year NEZHEF - - - 132,785 132,785
Other comprehensive income Htr2mbas - - - - -
Total comprehensive income PENESE - - - 132,785 132,785
Transactions with owners RERZR5
Appropriation to statutory BRELTRBEE
surplus reserve - - - - -
At 31 December 2014 RZE-MF+-F=1+—H 56,025 51,098 33,242 465,952 606,317
Balance at 1 January 2015 R-E-RE-A-A7EH 56,025 51,098 33,242 465,952 606,317
Comprehensive income 2EKE
Profit for the year AEERF - - - 117,638 117,638
Other comprehensive income Hth2 AW - - - - -
Total comprehensive income Eanlgarate - - - 117,638 117,638
Transactions with owners REZRS
Appropriation to statutory BREETRBRE
surplus reserve - - - - -
At 31 December 2015 RZE-05+-A=1+-H 56,025 51,098 33,242 583,590 723,955




GENERAL INFORMATION

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

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

The Company is principally engaged in the manufacture and
distribution of Chinese medicines and pharmaceutical products
in the PRC under the brand names of Changlong and Qing
Tong.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

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

(a) Statement of compliance

These consolidated financial statements have been
prepared in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”) which collective term
includes all applicable individual Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards
(“HKASs”) and Interpretation issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”),
accounting principles generally accepted in Hong Kong,
applicable disclosure provisions of the Rules Governing
the Listing of Securities on the GEM of The Stock
Exchange of Hong Kong Limited (the “GEM Listing Rules”)
and the applicable requirements of the Hong Kong
Companies Ordinance.

(b) Basis of preparation
The consolidated financial statements have been prepared
under the historical cost convention, as modified by certain
biological assets and available-for-sale financial assets
measured at fair value.

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

Change in Accounting Estimates of the Useful
Lives of Property, Plant and Equipment

Starting from 1 January 2015, the Group has changed
its estimated useful lives for its plant and equipment from
10 years to 6 years, as to reflect the physical conditions
of these assets and to align with the requirements of the
GMP. The change has been applied prospectively from 1
January 2015. Accordingly, the adoption of the change in
the estimated useful lives of the plant and equipment has
no effect on prior years. The effects of the above change
are summarised below:

(c)

¥ BERRBEAFHNG
st H & B

B-Z-—hAF AR KA&H
15 R B % i 1 RHGE AR 4F B R
FIOFEMAR6F - URBMILEE
ENERRARFTE [BREER
£ |REGMP)HES - BHEH
T-hF-—HA—RBEMER
bt RS KRB SR ERF
HNEPHRAZEBETFE - Ll #
BHFERAMT

Consolidated statement of profit or loss for BE-_E—-af+=-HA=+—HL RMB’000
the year ended 31 December 2015 FEZHREBRREK AR¥F T
Increase in depreciation expenses of plant R E R ETE B R

and equipment 5,578
Decrease in income tax expense TS & Am 836
Decrease in the profit for the year and profit FRRFNMARBES A

attributable to owners of the Company FEA & F R 4,742
Consolidated balance sheet as at R-B—-RE+=-HA=+—HZ
31 December 2015 RREERER
Decrease in the property, plant and equipment mE - BENMEERLD 5,578
Decrease in deferred tax liabilities B EE ER 836
Decrease in retained earnings REE & AR 4,742
Changes in accounting policy and disclosures (d) EHHERBEZEE

In the current year, the Group has applied the following
new and revised Standards, Amendments and
Interpretations (“new and revised HKFRSs”) issued by the
HKICPA that are effective for accounting periods beginning
on or after 1 January 2015.

HKFRSs (Amendments) Annual improvement HKFRSs 2010 - 2012 cycle

HKFRSs (Amendments) Annual improvement HKFRSs 2011 - 2013 cycle

HKAS 19 (Amendments) Defined benefit plans; Employee contribution

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

New Hong Kong Companies Ordinance (Chapter
622)

The requirements of Part 9 “Accounts and Audit” of the
new Hong Kong Companies Ordinance (Chapter 622) (new
co) come into operation during the financial year. As a
result, there are changes to presentation and disclosures
of certain information in the consolidated financial
statements.
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New standards, amendments to standards and
interpretations

The Group has not early applied the following new and
revised HKFRSs that have been issued but are not yet

effective.

HKFRS 9 Financial instruments?

HKFRS 14 Regulatory deferral accounts'

HKFRS 15 Revenue from contracts with customers?

HKFRS 11 (Amendments) Accounting for acquisitions of interests in joint
operations'

HKAS 1 (Amendments) Disclosure initiative'

HKAS 16 and HKAS 38 Clarification of acceptable methods of depreciation
(Amendments) and amortisation’

HKAS 16 and HKAS 41 Agriculture: Bearer plants’
(Amendments)

HKAS 27 (Amendments) Equity method in separate financial statements'

HKFRS 10 and HKAS 28 Sale and contribution of assets between an
(Amendments) investor and its associate or joint venture®

HKFRS 10, HKFRS 12 and Investment entities:

HKAS 28 (Amendments) Applying the consolidation exception’
HKFRSs (Amendments) Annual improvements HKFRSs 2012 - 2014 cycle
M Effective for annual periods beginning on or after 1 January 2016.
@ Effective for annual periods beginning on or after 1 January 2018.
@ Effective for annual periods beginning on or after a date to be
determined.

The Group did not early adopt any of these new or revised
HKASs and HKFRSs, amendments and interpretation to
existing HKASs and HKFRSs. Management is currently
assessing the financial impact of these revisions to the
Group’s financial position and performance.

REVENUE

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

HaTER| - ERIEFTR 2B

K % )3 4 32 3 7 P B AR 46 B
4 5 2 2 B0 37 2T T A 2T ) BB B
| -

FelbasEEs  fEIE

ERORRERNENE  EEELEE

TAMRREENR 08 %ﬁ’%”&

FEMBRSEAENE  YEReERER Y
(I38)

ERGIENRNGIE) A
BRGIEHRORRARE ARRLMEREENLE
PRI (BT

BRGIEHRGRRARS R LEMEN

iPEAEHE B

BRGEEIR(BE) BUMRERELE
BEMRESENEONE  RAREEBRLARARDALE

Bper ez LREHEREE
(B3T%)

BEMRESENR0R -2 RHER: BRGAROMAGN
RIBRSENR R RE

REHENZI8 63T E)
BRI REEN (BiD) %“ﬁ%ﬁ’%ﬁ%ﬁ‘t;f—:ﬁ
TR ERRE

o REZB-RE-A-BRZERBZF
EHERAER o

@ REZB-N\FE-A-BHZERRBZF
EHERAER o

® NEEZ B Z R MR FREIRE
R

R E B BT F R B E R F RS
BT REGTERNRBTEYRB
WERER - HRBABFEGH LR
BEVBRELEINZETRRE -
EEERANEEMGEZREEITHA
SEPBERARKE ZFE -

WA
AEBZIBEBREERDHPELE
BES - WAEEEERNWERE IO
MEBRERE i BEBRLEMHEE
REARANEEE

2015 2014
—E—RE —E—4F
RMB’000 RMB’000
AR¥T ARBTIT
Sales of Chinese medicines and REEk BRI E
pharmaceutical products 539,134 601,715
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SEGMENT INFORMATION

Segment information

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

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

Geographical information

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

Information about major customers

There is no revenue from customers for the years ended 31
December 2015 and 2014 contributed over 10% of the total
operating revenue of the Group.
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OTHER INCOME H A
2015 2014
—EB-1F —E-E
RMB’000 RMB’000
AR®T R ARETT
Recovery of bad debts previously Ui [2] B il 41322 B
written off 1,295 115
Bank interest income HRITHEWA 2,087 491
Government subsidies (Note) AT RL (A7 3E) 140 1,593
Recognition of deferred income FERIE AL A 3,362 3,086
Interest income on loans receivables  FEU & ZF 2 U0 A 2,780 2,815
Yield gain on available-for-sale A EMSEE
financial assets B 3R U 790 662
Reversal of impairment of inventories 77 & g & [l #& - 1,061
Reversal of provision of trade JE IS 5 B P (o] 43
receivables - 568
Reversal of provision of loans JIE UK B SR R o] B
receivables 2,816 -
Others H 10,643 918
23,913 11,309

Note: During the year ended 31 December 2015 and 2014, the Group received
subsidies from various local municipal government bodies in the PRC,
which aimed at the general financing of the business and technology
development of the Group.
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OTHER GAINS 6. Httlkz=
2015 2014
—E—REF —E—OF
RMB’000 RMB’000
ARBT T ARET T
Gain on disposal of property, HEWE - BER
plant and equipment BEEF - -
Gain on disposal of intangible assets HEEFEEZT - 7,000
- 7,000
FINANCE COSTS 7. BERE
2015 2014
—E-AHF —T-MF
RMB’000 RMB’000
AR¥T R ARET T
Interest expenses on loans from B #EE R 2 F &
government authority E=4:= 89 177
Interest expenses on long-term mIER RAEFANERE
bank borrowings, wholly repayable RHRITEEZFEER
within five years, unsecured 120 120
209 297
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PROFIT BEFORE INCOME TAX BAREF
2015 2014
—E-REF —E—pF
RMB’000 RMB’000
AR®T T ARET T
Profit before income tax for the year is AN B A )
arrived at after charging/(crediting):— Bk (GEA)
TH&E : —
Cost of inventories sold (excluding BEHETFEXNAR(TE
additional provision for, and write off of FE I N N i E
obsolete and slow-moving inventories) BEENEETEE 100,224 106,580
Provision for obsolete and slow-moving BEE N IHTF SRR
inventories 188 -
Write off of obsolete and slow-moving WEEEE N REEE
inventories 4,148 -
Impairment loss on intangible assets B EERESE - 6,085
Impairment loss on loans receivables EWER 2 REEE - 12,090
Impairment loss on trade receivables FEWE 5 R 2 RE
E1R 24,720 -
Impairment loss on other receivables, EmEWRE - 5Te &
deposit and prepayment AR FRIEZ
WAEEE 189 1,886
Impairment loss on property, Y - BE RS
plant and equipment WIEEE - 8,497
Auditor’s remuneration:— e e - —
Provision for the year FNRE 252 210
Over-provision in prior years BAEFEBBEEE (26) 9)
Amortisation of intangible assets B EEREE
(included in cost of sales) (B ASHERA) 1,860 3,815
Research and development cost == 1,518 1,364
Amortisation of prepaid land lease TENT T 7H S 3 8
payments (included in cost of sales) (B ASHERKA) 453 454
Depreciation of property, plant Y - BE RS
and equipment e 16,233 11,489
Employee benefits expenses BITREHNER
(excluding directors’ and supervisors’ (TBEREEK
remuneration): EEMe)
Salaries and allowances e RoER 126,762 142,073
Pension scheme contributions RIRE IR 1,620 1,576
Loss on disposal of property, HEWE  BEX
plant and equipment R EE 60 10,747
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9.

INCOME TAX EXPENSE 9. FERXHE
(@) Income tax represents: (@) FBHERE:
2015 2014
—E—RE —T—pF
RMB’000 RMB’000
ARB T ARETF T
PRC enterprise income tax RS
— Current year —RNFEE 21,659 28,246
— Overprovision in prior years —BEFERERE (1,603) (1,268)
Deferred taxation BT IR 88 (99)
20,144 26,879

(b)

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

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

On 17 September 2015, the Company was accredited
as a “National New and High-tech Enterprise” by the
Jilin Provincial Science and Technology Bureau (& #%&
RIZ K 4i7EE) and is entitled to a reduced PRC Enterprise
Income tax rate of 15% for the three consecutive years
commenced since year 2015.

Reconciliation between tax expense and

FEMERMERIRESEEBE

BRREREE -

R-ZZLF=A+XEB  2HA
REBHETELEMFTL - A
“EENEFE-F-HRBEN - RIE
ML TANERINEDELS
—IRE2E%BMNEEMEH

H

ARAR-_ET-—HFNAR+LHE

EMEMBRMEE SRR H L
¥ o ARRR T —AFRTER
“FURBARTEARMERERE

15% 5N TIA ©

(b) BEXHESHENRBARE

accounting profit at applicable tax rate: HERMT :
2015 2014
—E-fHF —T-F
RMB’000 RMB’000
AR¥ETF T ARETTT
Profit before income tax TR 137,782 159,664
National tax calculated at PRC BRI EMEHE15%

enterprise income tax rate of 15% —E—MOF : 15%)

(2014: 15%) STEMEIE 20,668 23,950
Tax effect of non-deductible expenses 7~ a] %4 5 = wy Fi 75 57 & 991 4,296
Overprovision in prior years BEFE B (1,603) (1,268)
Deferred tax on temporary differences @1+ £ [E & =55 2

in prior year RIETRIE 88 (99)
Income tax expense Frig®iz h 20,144 26,879
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11.

12.

10. EARNINGS PER SHARE 10. BRAZF
The calculation of basic earnings per share for the year ended HE-Z—RAE+-_F=+—HILFE
31 December 2015 is based on the profit attributable to EREARFDBBEFARNEE RS AR
owners of the Group for the year of RMB117,638,000 (2014: 1 A A R # 117,638,000 L (= F —M
RMB132,785,000) and 560,250,000 shares in issue during the F: ARM132,785,0007) R FANE
year (2014: 560,250,000 shares). 77 i 17 560,250,000 f ( =& — 4 4 :
560,250,0000% )5t & -
Diluted earnings per share is not presented as there were no HREEZZT—AFR_FT—NOF+=A
dilutive potential ordinary shares in existence during the years —+—ALEFEVHEETHE LA - AR
ended 31 December 2015 and 2014. WEZHGREEERT -
DIVIDENDS 11. RE
No final dividend has been proposed or paid by the Company in AR P EZEIRNEE_ZT—RF
respect of the year ended 31 December 2015 (2014: Nil). +-A=+—BHItFEZEMKRBPERE(=
T—IUF : &) o
TRADE RECEIVABLES 12. EWWE Z R
2015 2014
—E-AF —T-EF
RMB’000 RMB’000
AR®T R AREF T
Trade receivables EUE 5 BRFK 244,875 238,278
Less: Provision for impairment B ORE R (32,802) (8,082)
Trade receivables — net FEUE 5 BRI
—HE 212,073 230,196
()  The Group’s policy is to allow an average credit period of () AEBBREAGTEZIRFPFH180
180 days to its trade customers. AZEEH -
(i) The movements in the provision for impairment for iy FARFRREBRENEH(BEETE
doubtful debts during the year, including both specific and REgEERIY)WT
collective loss components, are as follows:
2015 2014
—E-EF —E—F
RMB’000 RMB’000
AR¥EF T ARBTIT
At 1 January n—H—H 8,082 8,650
Additional provision (Note 8) $ONEAE (B E8) 24,720 -
Reversal [o] #% - (568)
At 31 December R+—_A=+—H 32,802 8,082

Provision for doubtful debts had been made for the
estimated irrecoverable amounts arising from the sale of
goods. The provision was determined by the directors with

reference to past default experience.
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(i)

(iv)

The ageing analysis of trade receivables, based on the
invoice date and net of provision for impairment of trade
receivables, is as follows:

(i)

REEE A RN ERE ZEX
BEREE BREIERINERD
WranT :

2015 2014

—E-hF —E—F

RMB’000 RMB’000

AR TR ARETIT

Current BN ER 34,761 60,334
31-90 days 31-90H 50,152 111,595
91-180 days 91-180H 30,521 35,068
More than 180 days HBiB180H 96,639 23,199
212,073 230,196

The ageing analysis of trade receivables that are neither (v) WEER KRB IERENERE
individually nor collectively considered to be impaired is as SERFERER T
follows:
2015 2014
—2-F —F-mE
RMB’000 RMB’'000
ARBTR ARBTIT
Neither past due nor impaired 3 #8260 HA SRk B 115,434 206,997
Less than 1 month past due mHL R —1E A 6,590 8,474
1 to 3 months past due wWEH—E=={E A 10,592 7,768
Over 3 months past due AR =18 A 79,457 7,296
212,073 230,535
Trade receivables that were neither past due nor impaired s RS A EW E B ESE
relate to a wide range of customers for whom there was no BT AR EEAH o
recent history of default.
Trade receivables that were past due but not impaired BEEERENERKESESES
relate to a number of independent customers that have LEITEEED  ZETENAS
a good track record with the Group. Based on past BHEE0SET - BEBER
experience, management believes that no impairment is B TEEBRLA LZEGNBAER
necessary in respect of these balances as there has not B ERACSEZTES AS
been a significant change in credit quality and the balances B BB ER 2 U E o
are still considered fully recoverable. The Group does not ANEE R S R R o
hold any collateral over these balances.
The Directors consider the carrying amount of trade (v) FEWE BES Y BEREE

receivables approximates their fair value.
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13. TRADE PAYABLES 13. BHE SR

The ageing analysis of trade payables, based on the invoice UTAERSEZAHMNENE ZERFINE
date, is as follows: BT
2015 2014
—E—REF —E—OF
RMB’000 RMB’000

AR®F T ARBET T

Current BIHA 4,520 4,339
31-90 days 31-90H 4,396 2,702
Over 90 days HiB90H 12,941 6,518
21,857 13,559
The average credit period from the Group’s trade creditors is 90 REHEESHERAZTHEERAOBE
to 180 days. 180H -
Trade payables principally comprise amounts outstanding for ENESERTERBEREEEESE -
trade purchases. The directors consider the carrying amount of EEZRAENESERZEEDERAQT
trade payables approximates their fair value. BHEE -
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

For the year ended 31 December 2015, the Group’s
revenue decreased to RMB539,134,000 from approximately
RMB601,715,000 while the profit for the year attributable to
owners of the Company decreased to RMB117,638,000 from
RMB132,785,000. For the year ended 31 December 2015, basic
earnings per share decreased to RMB21.00 cents from RMB23.70
cents last year.

For the year ended 31 December 2015, the manufacturing and sales of

Hai Kun Shen Xi capsule (82 & Z B %) continued to be the Group’s
core source of revenue.

OPERATION REVIEW

Good Manufacturing Practice (GMP)

During the year ended 31 December 2015, the Company has already
obtained GMP certificates for the following:

1.  Tablets — valid until 28 January 2021

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

Extraction) — valid until 28 January 2021

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

6. Bulk Drug (Fucoidan) — valid until 12 February 2020
7. Powder for Injection (Cephalosporins) — valid until 29 December
2018

8.  Lyophilized Powder for Injection — valid until 29 December 2018

9. Small Volume Parenteral Solutions — valid until 29 December
2018

10. Sterile Bulk Drug (Cefpiramide, Cefmenoxime Hydrachloride,
Cefepime Hydrachloride), Bulk Drug (Edaravone) — valid until 17
October 2018

11. Solution (External Use) — valid until 20 June 2018

12.  Granules and Pills (Water Pills) — valid until 26 September 2017
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RESEARCH AND DEVELOPMENT

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

PRODUCTION FACILITIES

In 2014, the Group invested in altering the production line for
fucoidan, with an invested amount of RMB10,000,000.The alteration
was completed and the operation was commenced in 2015 and this
helped to fulfill the demand of Hai Kun Shen Xi capsule (BEBEZR
#), the dominant product of the Group.

In 2015, RMB5,000,000 was invested to build and enhance the
craftsmanship. RMB2,000,000 was invested to build Membrane
Workshop and the official commencement of operation in 2016 is
expected. The solid dosage capsule production workshop Two,
Membrane workshop, Pre-delivery processing workshop One have
obtained the new version of Good Manufacturing Practice Certificate
in 2015.

In 2015, the property, plant and equipment of the Group was
increased by RMB7,072,000 and the construction in progress was
approximately RMB8,055,000. We believe the production capacity of
the Group will be further enhanced.

FINANCIAL REVIEW

For the year ended 31 December 2015, the Group’s recorded
a revenue amounted to approximately RMB539,134,000 (2014:
RMB601,715,000), a drop of approximately 10% as compared
with the figure of the previous year. The audited profit for the
year attributable to owners of the Company was approximately
RMB117,638,000, representing a decrease of 11% as compared with
RMB132,785,000 of the previous year. The basic earnings per share
amounted to RMB21.00 cents (2014: RMB23.70 cents), representing
a decrease of RMB2.70 cents over the previous year.

The Board of Directors is pleased with the financial performance in
2015. It is believed that the maintenance of profitability is attributed to
the following reasons:

Firstly, we emphasized on sales and distribution and achieved

breakthrough with the rapid growth of sales of our dominant products,
reaching our sales target.
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Secondly, the solid dosage capsule production workshop Two,
Membrane workshop, and Pre-delivery processing workshop One
have obtained the new version of Good Manufacturing Practice
Certificate in 2015, bolstered the growth and development of the
Group.

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

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

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

The gross profit margin for the year ended 31 December 2015 was
approximately 79.9%, representing a 1.0% decrease as compared
with that of 80.9% for the year ended 31 December 2014.

For the year ended 31 December 2015, the Group recorded other
income and gains of approximately RMB23,913,000, contrasting to a
figure of RMB18,309,000 for the year ended 31 December 2014.

Distribution and selling costs dropped to approximately
RMB271,170,000 for the year ended 31 December 2015 from
approximately RMB276,949,000 in last year. These expenses
accounted for 50% of revenue in 2015, which represented a 4%
increase from 46% as compared with the corresponding period of last
year.

For the year ended 31 December 2015, administrative expenses

decreased to approximately RMB45,534,000 from approximately
RMB67,901,000 last year.
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LIQUIDITY AND FINANCIAL RESOURCES

The Group has maintained a sound financial position during this
year. As at 31 December 2015, cash and bank balances of the
Group amounted to RMB183,104,000 (2014: RMB130,316,000) with
total borrowings of RMB7,590,000 (2014: RMB8,830,000) which
were interest bearing at commercial rates and unsecured. As at 31
December 2015, the Group had total assets of RMB907,994,000
(2014: RMB783,666,000) which were financed by current liabilities of
RMB152,941,000 (2014: RMB151,239,000), long term borrowings
of RMB2,908,000 (2014: RMB7,513,000), deferred tax liabilities
of RMB327,000 (2014: RMB239,000) and shareholders’ equity of
RMB723,955,000 (2014: RMB606,317,000).

GEARING RATIO

As at 31 December 2015, the Group had a net cash and cash
equivalents of RMB183,104,000. As at 31 December 2015, the ratio
of the total liabilities to the total assets of the Group was 20% (2014
23%) which was calculated by dividing the Group’s total liabilities
of RMB184,039,000 (2014: RMB177,349,000) by the Group’s total
equity and liabilities of RMB907,994,000 (2014: RMB783,666,000).
The Group’s gearing ratio which derived from the total borrowings to
total net assets was 1.1% (2014: 1.5%).

EMPLOYEES

The Group has a total of 654 full-time employees and has employed
some temporary sales persons.

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

ENVIRONMENTAL, SOCIAL AND CORPORATE
RESPONSIBILITY

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

SEGMENTAL INFORMATION

The Group has only one business segment which is the manufacture
and distribution of Chinese medicines and pharmaceutical products in
the PRC. In 2015, revenue of the Group was generated entirely from
sales in the PRC and all identifiable assets of the Group are located
in the PRC. Accordingly, no business or geographical segmental
analysis is prepared for the year.

CAPITAL STRUCTURE

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

CHARGE OF ASSET

As at 31 December 2015 and 2014, the Group had no security over
its assets.

FOREIGN EXCHANGE RISK

For the years ended 31 December 2015 and 2014, the Group mainly
generated revenue and incurred costs in Renminbi. The directors
consider the impact on foreign exchange exposure of the Group
is minimal. Accordingly the Group did not employ any financial
instruments for hedging purposes.

CONTINGENT LIABILITIES
As at 31 December 2015 and 2014, the Group had no material
contingent liabilities.

PURCHASE, SALES OR REDEMPTION OF LISTED
SECURITIES

Neither the Company nor its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities during the year.
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DIRECTORS’ AND SUPERVISORS’ INTERESTS
IN SHARES

At 31 December 2015, the interests and short positions of the
Directors, supervisors and chief executives of the Company in the
shares, underlying shares and debentures of the Company and
its associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFO”) as recorded in the
register required to be kept under Section 352 of the SFO or as
otherwise notified to the Company and the Stock Exchange pursuant
to the minimum standards of dealing by directors as referred to in
Rule 5.46 to 5.67 of the Rules Governing the Listing of Securities
on the Growth Enterprise Market of the Stock Exchange (the “GEM
Listing Rules”) were as follows:

EERESERROMER

R_ZT—HF+-_A=+—H ARRIEE &
ERFTBITRABRAR AR ET( B LR
(EERFHNMAEGEMN([EFHRAEEMN]) S
XVER) Mkt « HERD REHFTREEREES
RGBS 352{6 + B A ZIGAT a2 50 A9
R RR - SIRBB R TR ¥R E S LR Al
([BIZEMR L8 8]) F5.461525.671§FTiEES
BEREIZEMANGAQ G R FTHER R
KEWT

Long positions in shares REBRHBHERR

Percentage of

total registered

Type of Number of Percentage of Share Capital

Director Interests Capacity Domestic Shares Domestic Shares 15 48 5 M AR 2

E= R A 14 REREE HREREIHL HBEDE

Zhang Hong Personal Beneficial owner 101,937,000 26.29 18.19
DI TEA BEREAA

Zhang Xiao Guang Personal Beneficial owner 42,315,000 10.91 7.55
RBE TEA BEREAA

Wu Guo Wen Personal Beneficial owner 900,000 0.232 0.161
REIX & A EEBEAA

Save as disclosed above, as at 31 December 2015, none of the
Directors, supervisors and chief executives of the Company has
any interests and short positions in the shares, underlying shares
and debentures of the Company and its associated corporations
(within the meaning of Part XV of the SFO) as recorded in the register
required to be kept under section 352 of the SFO or as otherwise
notified to the Company and the Stock Exchange pursuant to the
minimum standards of dealing by directors as referred to in Rule 5.46
to 5.67 of the GEM Listing Rules.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES

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

As at 31 December 2015, the following persons (other than the R®R-Z—AFE+-A=+—01  KREAQFEE
Directors, supervisors and chief executives of the Company) had #F# REHIEEHIEIB6IEEFHNRRE L MER -
interests and short positions in the shares and underlying shares of MU TAL(AAFTESE EERTIBTHAER
the Company as recorded in the register required to be kept under M)A ARA TR RABRBER D h A EZE XA -
Section 336 of the SFO.

Long positions in Domestic shares RREBRHER
Percentage of
Capacity/ Number of Percentage of total registered
Name of shareholder Nature of Interest Domestic Shares Domestic Shares Share Capital
GBI A
RERER B REEME ANEREE HRERBSL WEZL
Huinan County SAB (Note) Beneficial owner 81,975,000 21.14 14.63

BB RREEGREEAR(ME) BmBEAA

Kret - BRAMEARRRBRARERI - BEEMRAERRAME
ARI|AEEARRNEMER LA E R BFEE

Note: Apart from the equity interest in the Company, Huinan County SAB does not have
any direct or indirect interest in the Company, including representatives in the

Board of Directors. FRAMRE -
Long positions in H shares RHEHER

Percentage of

Number of Percentage of  total registered

Name of shareholder Capacity H Shares H Shares Share Capital

1k 48 2 B A

RERER 514 HEREE fEHER B 2Lt WEDL

Chen Jingwei Beneficial owner 29,520,000 17.11% 5.269%
PR & EmERA

Shen Qianzhen Beneficial owner 13,996,000 8.11% 2.498%
LY EREAA
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COMPETING INTEREST

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

PRE-EMPTIVE RIGHT

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

CONNECTED TRANSACTIONS

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

COMPLIANCE WITH CORPORATE GOVERNANCE
PRACTICES

The Company is committed to achieve high standards of corporate
governance to safeguard the interest of its shareholders and enhance
its corporate value. Throughout the year ended 31 December 2015
and up to the date of this annual results, the Company has complied
with the Corporate Governance Code as set out in Appendix 15 of the
GEM Listing Rules.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

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

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

- the Independent Directors have free and direct access to the
Company’s external auditors and independent professional
advice when considered necessary.

Mr. Zhang Hong, the chairman, is a substantial shareholder of the
Company and has considerable industry experience. He is motivated
to contribute to the growth and profitability of the Group. The Board
is of the view that it is in the best interests of the Group to have
an executive chairman so that the Board can have the benefit of a
chairman who is knowledgeable about the business of the Group
and is most capable to guide discussions and brief the Board in a
timely manner on pertinent issues and developments to facilitate open
dialogue between the Board and the management.
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CODE OF CONDUCT REGARDING SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted a code of conduct regarding securities
transactions by directors on terms no less than the required standard
of dealings as set out in rules 5.48 to 5.67 of the GEM Listing Rules.
The Company has also made specific enquiry of all Directors and the
Company was not aware of any non-compliance with the required
standard of dealings and its code of conduct regarding securities
transactions by Directors throughout the year ended 31 December
2015.

BOARD OF DIRECTORS AND BOARD MEETINGS

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

Executive Directors

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

Mr. Zhao Bao Gang

Mr. Wu Guo Wen

Independent Non-Executive Directors
Mr. Gao Yong Cai

Ms. Tian Jie (appointed on 25 June 2015)

Ms. Qiu Fang Ping (appointed on 25 June 2015)

As at the date of this announcement, the Board comprised seven
Directors, four of whom are Executive Directors, three of whom are
INEDs of the Company.

AUDIT COMMITTEE

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

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

The Board is responsible for ensuring that the Group has a sound
and effective internal control system. The Group is committed to
the identification, monitoring and management of risks associated
with its business activities and has implemented a practical and
effective control system which includes a defined management
structure with limits of authority, a sound cash management system
and periodic review of the Group’s operation and performance by
the Audit Committee and the Board. The internal control system is
reviewed on an ongoing basis by the Board to ensure it is effective.
The Board is satisfied that, based on information furnished to it and
on its own observations, the present internal controls of the Group
are satisfactory. The Board has conducted review of the effectiveness
of the system of internal control and is of the view that the system
of internal control adopted for the Year is sound and effective. The
Group does not have an internal audit function and the Board is of
the view that there is currently no need for the Group to have this
function.

AUDITORS

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

By order of the Board

Zhang Hong
Chairman

Jilin Province, the PRC
30 March 2016

As at the date of this announcement, the Board comprises four
executive directors, being Zhang Hong, Zhang Xiao Guang, Zhao
Bao Gang and Wu Guo Wen and three independent non-executive
directors, being Qiu Fangping, Gao Yong Cai and Tian Jie.

This announcement will remain on the “Latest Company

Announcements” page on the GEM Website at www.hkgem.com for
at least 7 days from the date of its posting.
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