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山東新華製藥股份有限公司
Shandong Xinhua Pharmaceutical Company Limited

（a joint stock company established in the People’s Republic of China with limited liability）
（Stock Code: 0719）
2014 ANNUAL RESULTS ANNOUNCEMENT

The board of directors (the “Board”) and directors (“Directors”) of Shandong Xinhua Pharmaceutical Company Limited (the “Company”) hereby announce the audited consolidated results of the Company and its subsidiaries (the “Group”) for the year ended 31 December 2014. The following financial information has been prepared in accordance with Hong Kong Generally Accepted Accounting Principles (“HKGAAP”) and the People’s Republic of China (the “PRC”) accounting standards. This results announcement (the “Announcement”) is summarised from the annual report (the “Annual Report”) and investors are advised to read the full text of the Annual Report to understand the full details. 

The Announcement is published in Chinese and English. If there are any discrepancies between the Chinese version and the English version, the Chinese version shall prevail. 
I.
Financial summary

(i)
Prepared in accordance with HKGAAP (Audited)

Consolidated Statement of Profit or Loss (after adjustment)

	Item
	2014

RMB’000
	2013

  RMB’000

	2012

RMB’000

	
	
	（Restated）
	（Restated）

	Revenue
	3,533,178
	3,338,512
	3,209,457

	Profit before tax
	90,589
	63,246
	50,454

	Income tax expense 
	(23,016)
	(14,270)
	(11,416)

	Profit for the year
	67,573
	48,976
	39,038

	Non-controlling interests
	17,609
	10,838
	9,445

	Profit for the year attributable to owners of the Company
	49,964
	38,138
	29,593


Consolidated Statement of Financial Position (after adjustment)

	Item
	2014
RMB’000
	2013

RMB’000
	2012 

RMB’000

	
	
	（Restated）
	（Restated）

	Total assets
	4,249,518
	4,019,174
	3,794,560

	Total liabilities
	(2,332,623)
	(2,130,037)
	(1,924,737)

	Non-controlling interests
	(91,179)
	(80,314)
	(84,635)

	Equity attributable to owners of the Company
	1,825,716
	1,808,823
	1,785,188


(ii) Prepared in accordance with PRC accounting standards (Audited)
 Principal Financial Data
	Item
	2014

  RMB

	2013

RMB
	Change as compared to the last year (%)
	2012

RMB

	
	
	Before adjustment
	After adjustment
	
	

	
	
	
	
	After adjustment
	Before adjustment
	After adjustment

	Total operating income
	3,589,749,770.93
	3,169,653,150.69
	3,391,228,655.29
	5.85
	2,971,519,619.90
	3,248,484,539.15

	Profit attributable to the equity holders of the Company
	50,725,311.05
	36,745,414.38
	39,153,122.05
	29.56
	23,663,577.96
	30,839,069.57

	Net cash flow from operating activities
	346,342,064.00
	92,636,929.72
	104,990,785.05
	229.88
	37,817,990.39
	40,477,776.49

	Basic earnings per share
	0.11
	0.08
	0.09
	22.22
	0.05
	0.07

	Diluted earnings per share
	0.11
	0.08
	0.09
	22.22
	0.05
	0.07

	Item
	As at 31 December 2014

RMB
	As at 31 December 2013

RMB
	Change as compared to the end of last year (%)
	As at 31 December 2012

RMB

	
	
	Before adjustment
	After adjustment
	
	

	
	
	
	
	
	Before adjustment
	After adjustment

	
	
	
	
	After adjustment
	
	

	Total assets  
	4,245,149,713.77
	3,849,353,234.20
	4,009,560,374.10
	5.88
	3,628,270,364.03
	3,787,773,747.51

	Net asstes attributable to equity holders of the Company
	1,820,690,172.44
	1,759,529,934.58
	1,803,036,178.87
	0.98
	1,737,287,914.32
	1,778,386,450.94


(iii)
Reconciliation of accounts prepared in accordance with PRC accounting standards and HKGAAP

	
	Profit attributable to equity holders of the Company

RMB
	Net assets

RMB

	
	2014
	2013
	As at 31 December 2014
	As at 1 January 2014

	Prepared under PRC accounting standards
	50,725,311.05
	39,153,122.05
	1,820,690,172.44
	1,803,036,178.87

	HKGAAP adjustments:

	Deferred taxation
	134,688.95
	175,877.95
	(888,172.44)
	(1,023,178.87)

	Provision for education fund
	(896,000.00)
	(1,191,000.00)
	5,914,000.00
	6,810,000.00

	Prepared under HKGAAP 
	49,964,000.00
	38,138,000.00
	1,825,716,000.00
	1,808,823,000.00


Note: Explanation of the difference between the PRC accounting standards and HKGAAP:

1. Education expenses are regarded as actual expenditure without the need of provision under HKGAAP. As at 31 December 2014, the balance of education expenses was RMB5,914,000.00 under the PRC accounting standards, and the education expenses were RMB896,000.00 for 2014;

2. The aforesaid difference also led to the difference in the Company’s deferred income tax, with the difference in accumulated deferred income tax being RMB888,172.44 and the deferred income tax of the current period being RMB134,688.95.

II.
DIVIDENDS

The Board has announced and proposed a final dividend for the year ended 31 December 2014 of RMB0.02 per share in the Company (the “Share”) (approximately HK$0.025 per Share, including income tax) on 307,312,830 A Shares and 150,000,000 H Shares in issue. The proposed dividend is subject to approval by the shareholders of the Company at the Company’s annual general meeting for the year 2014. In respect of the book closure period of the proposed dividend, please see the announcement dated 27 March 2015 headed 2014 Final Dividend Distribution and Enterprise Income Tax Withholding of Overseas Non-resident Enterprises for details. 
III.
MAIN BUSINESS AND FINANCIAL SITUATION

The Group is mainly engaged in the development, production and sale of bulk pharmaceuticals, preparations, chemical products and other products. The profit of the Group is mainly attributable to its principal operations.
Analysis of financial situation and operating results in accordance with PRC accounting standards

Total assets of the Group as at 31 December 2014 was approximately RMB4,245,150,000, increased by approximately RMB235,589,000 or 5.88%, as compared with the figure of approximately RMB4,009,560,000 at the beginning of the year. The increase in total assets was mainly due to the increase of investment in fixed assets and the increase of the fair value of available-for-sale financial assets.

Cash of the Group as at 31 December 2014 was approximately RMB328,769,000, decreased by approximately RMB94,657,000 or 22.36%, as compared with the figure of approximately RMB423,426,000 at the beginning of the year. The decrease in cash was mainly due to the payment of RMB102,000,000 for merger of Shandong Zibo XinCat Pharmaceutical Company Limited by the Company this year.

Total equity attributable to the shareholders of the Company as at 31 December 2014 was approximately RMB1,820,690,000, increased by approximately RMB17,654,000 or 0.98%, as compared with the figure of approximately RMB1,803,036,000 at the beginning of the year. This increase was mainly attributable to the profits this year.

The total liabilities of the Group as at 31 December 2014 were approximately RMB2,333,281,000, representing an increase of approximately RMB207,071,000 or 9.74%, as compared with the figure of approximately RMB2,126,210,000 at the beginning of the year. The increase in liabilities was mainly attributable to an increase in investment for relocation of the Park, leading to new borrowings raised by the Company.

Operating profit of the Group amounted to RMB54,559,000 for the year of 2014, while the operating loss of the Group amounted to RMB29,946,000 for the same period last year, representing an increase of approximately RMB84,505,000 as compared with the same period last year. The main reasons for the change were due to the following initiatives adopted by the Company: active and significant adjustment to the product structure, increase in marketing efforts, expansion of the sales scale, and implementation of in depth research on product technology, energy-saving and emission reduction, leading to decrease in the consumption of raw material and power and reduction of production costs.
The Group’s net decrease in cash and cash equivalents for the year of 2014 was approximately RMB29,591,000. The decrease in currency funds was mainly attributable to the continuous expenditure on relocation projects.

Analysis under HKGAAP

As at 31 December 2014, the current ratio and the quick ratio of the Group was 90% and 58% respectively, and the rate of accounts receivable turnover (rate of accounts receivable turnover = revenue/average trade and bill receivables×100%) and the rate of stock turnover (rate of stock turnover = cost of sales/average inventories×100%) were 830.39% and 561.50% respectively.

The Group’s demand for working capital did not show significant seasonal fluctuation throughout the year.

The Group’s main source of funds was loans. As at 31 December 2014, the total amount of outstanding loans was approximately RMB1,474,836,000. As at 31 December 2014, cash on hand and in bank of the Group amounted to approximately RMB328,770,000 (including bank acceptance drafts deposits of approximately RMB34,685,000 and frozen deposits from Shandong Zibo Xincat Pharmaceutical Company Limited of approximately RMB12,740,000).

As at 31 December 2014, the Group put the land use rights in Hutianzhen, Zhangdian on charge with a bank for loans. The total original value of the land use rights is RMB73,109,000, net value is RMB65,188,000. As at 31 December 2014, Shandong Xinhua (Shouguang) Company Limited, a wholly-owned subsidiary of the Group pledged the bank acceptance to a bank to handle bank acceptance, and the amount of pledged note was RMB6,000,000. Apart from this, there was no other charge on the Group’s assets except the above charged assets.

The Company invested RMB8,000,000 to establish Shandong Xinhua Mechanical Engineering Company Limited during 2014.

During 2014, the Company acquired 40% equity interests of Shandong Zibo Xincat Pharmaceutical Company Limited from Hualu Holdings Company Limited, the ultimate controller of the Company with a consideration of RMB102,000,000. The Company successfully acquired six residential buildings (the total floor area is 6240.89 square meters) in Honggou Road, Zhangdian District, Zibo City owned by Shandong Xinhua Pharmaceutical Group Company Limited and the occupied land use rights (the area of land use rights is 4,425.32 m2) and two pieces of equipment with the listed price of RMB13,000,000.

Apart from the above transactions, the Group did not have any material investment, acquisitions or any disposal of assets during the reporting period.
As at 31 December 2014, the number of staff employed by the Group was 6,602, and the total amount of salaries and wages for 2014 was approximately RMB297,184,000.

The debt-to-capital ratio of the Group was 80.78% (debt-to-capital ratio = total borrowings / equity attributable to owners of the Company ×100%).

The bank balance of the Company will mainly be used as working capital for project construction and relocation of the Company.

The assets and liabilities of the Group were mainly recorded in Renminbi. For the year 2014, the revenue from the Group’s exports was approximately US$190,162,000, which exposed the Group to certain risks associated with the fluctuation of exchange rates. Therefore, the Group has taken the following measures to lower the risks from the fluctuation of exchange rates: (1) the Group has increased the price of its export products to decrease the risks from the fluctuation of exchange rates; (2) the Group has made arrangements with overseas customers when entering into significant export contracts that the risks associated with the fluctuation in exchange rates shall be borne by both parties if the fluctuation exceeds the range of exchange rate fluctuation agreed by both parties; (3) Foreign currency accounts receivable pledge loans, reducing the risk of exchange rate fluctuations.

IV.
business review

In 2014, the Group captured opportunities amid changes in the pharmaceutical market. By increasing marketing activities, stepping up restructuring, promoting technological progress and enhancing fundamental management, the Group’s development has been satisfactory. 
1. Focusing on key areas of development whilst refining organizational structure
The preparations business has undergone the quickest development in recent years under our innovative marketing model and increased marketing activities. In 2014, the sales revenue of preparation industrial products amounted to RMB873 million, representing an increase of 12.8% as compared to the corresponding period of last year. Sales volume of the five major strategic varieties including rabeprazole have increased by 43.5% over the corresponding period of last year. Sales revenue of the preparation segment accounted of 43.9% of the total, representing an increase of 1.8% as compared to the corresponding period of last year. 
A more complete industry chain has been achieved as the scale advantage of pharmaceutical raw material business has been greater. Our competitive advantages have become greater as the projects of relocation for the production of Analgin and Aspirin series using new techniques and equipment have been successfully completed. In addition, the Group has stepped up the relocation of the production of its new products to its multi-function industrialization center and further explored the market of featured pharmaceutical raw materials. As a result, the profit margin of its featured pharmaceutical raw materials has widened.   
International strategy has been developed with the expansion of product variety. The Group has stepped up its business on commissioned processing from multinational corporations in addition to its steady exports of pharmaceutical raw materials. As a result, the revenue from overseas commissioned processing of preparations amounted to RMB97 million, representing an increase of 11.7% as compared to the corresponding period of last year. 
New opportunities of merger and acquisitions in pharmaceutical industry have been captured by conducting feasibility analysis on related companies. In 2014, the Company successfully acquired 40% equity interest in Shandong Zibo Xincat Pharmaceutical Company Limited in an open tender. At present, the Company has control over Shandong Zibo Xincat Pharmaceutical Company Limited as it directly holds 60% equity interest in that company.

Significant progress has been made in the innovation of business model. The online platform of Xinhua Drug Store officially commenced operation in July. In addition, our online flagship store on JD.com as well as the stores on TMall.com and YHD.com have also commenced operations.     
2. Accelerating transformation of findings by technological innovation
In 2014, the Company obtained approvals for the production of its new class 3.1 drugs calcium polycarbophil and preparation medicine, and the progress of clinical studies on the two new products was satisfactory. In addition, the report and inspection on new products for our five pharmaceutical raw materials and seven preparation products were also completed. At present, the Company has 34 applications of new products pending approval from the Center for Drug Evaluation (CDE) of the PRC government. Several breakthroughs were accomplished by the antibody-drug conjugate jointly developed by the Company. Production transformation on nine of our products, including Carbidopa, glimepiride and rabeprazole sodium, was completed.          

Twelve key projects on technological breakthroughs have been completed or have preliminary results achieved. Consequently, the costs of producing comparable products have been significantly reduced. The Company was granted 18 patents and successfully admitted to the National Torch Program as a key high-tech enterprise again.   

3. Satisfactory progress in project development under scientific planning for parks
The relocation of our main factory in the headquarter was nearly completed. The necessary adjustments and replenishments for the phase II factory of Analgin series were successfully completed, forming a solid foundation for the effective production of the products. The project on the necessary adjustments and replenishments for the Aspirin series was also completed on time, providing a favorable environment for capturing market opportunities and accomplishing repaid development.     
The phase II of the construction of sewage treatment facilities for factory II was successfully completed. In addition, the development of the projects for innovation platforms of the industrialization center and biological laboratories have also been completed. Furthermore, development of online systems for the management of the security, environment, fire services, energy and production have also been completed.    
The transformation projects for exploring the potential production capacity on Ibuprofen, Caffeine and L-380 of factory I has been completed and the related capacity and efficiency have been utilized and delivered during the year.
4. Enhancing basic management for improving overall competitiveness

The Group has improved the organizational structure of its parks for increasing the efficiency of management. In addition, it has pressed on to conduct with the review and evaluation on its personnel and adjusted the wages for boosting efficiency. 

The control and assessment on the funds allocated to finished goods and the amount of account receivables were enhanced. In addition, operating risks were effectively controlled by managing credit risk and funding allocation.  
The Group has successfully obtained the accreditations of the FDA of the US, the GMP of Europe and the new GMP. Furthermore, it has passed more than 130 foreign reviews and its injection workshop has passed the review of IDA (International Dispensary Association). In addition, Xinhua Medical and Trading as well as Xinhua Drug Store have passed the new GSP certification.   

The Group has implemented 37 general safety measures and 16 key environment measures with the objective to develop the Group as an intrinsic safety enterprise. In addition, the Group has actively managed and controlled basic work safety with no major safety or environmental incident occurred during the year.     
The Company has finished 20 energy saving projects and successfully reduced energy consumption by RMB35.55 million. It was appointed as a drafting unit for the National Standards on Online Energy Management System for the Pharmaceutical Industry.  
V.
Prospects

In 2015, the bulk purchase prices of global raw materials, such as crude oil, have been moderately decreasing. In addition, the devaluation of the Renminbi and the rapid migration of the industries of high-end pharmaceutical raw materials and preparations from developed countries have provided rare opportunities for businesses to reduce purchase costs, expand exports as well as restructure and fine-tune organizational structures. Pharmaceutical consumption will continue to increase amid increasing government support to the biopharmaceutical industry, ageing population, expanded coverage of medical insurance and self-awareness on healthcare. On the other hand, improvement in the bidding process of basic medicines and the introduction of government policies such as the low priced medicine catalog will be favorable to the rapid execution of the Group strategy of greater preparations of the Group.     
Uncertainties to development of businesses also exist. More uncertainties may arise amid sluggish global economy, which may have an impact on the exports of drugs. In addition, competition may still be fierce as the PRC economy is still under downward pressure. Due to relocation of parks, environmental control and investment in human resources, pressure on the profit margin of the Group may increase.    
As a result, focus of the Group for 2015 will be as follows,

1. Develop new growth engines with emphasis on marketing activities

The Group will press on with its strategy on greater preparations with the objective to fully leverage its advantages in self-developed pharmaceutical raw materials, such that a new development model with synergy from pharmaceutical raw materials and preparations can be established. In addition, the Group will capture the opportunities from the latest round of medical reforms and introduction of low priced medicine policies in order to leverage its overall advantages in branding as well as quality. It will also focus on the bidding of basic medicines and step up its development of key basic medicines and preparations. On the other hand, the Group will delicately develop strategic product categories with an aim to maintain rapid growth in the sales of related items and advancing to a new stage for the development of its preparations.     
The Group will consolidate its competitive advantages in developing pharmaceutical raw materials by aggressively exploring domestic and overseas markets. In addition, it will steadily dominate the pricing in the markets of pharmaceutical raw materials. The Group will also increase its exploration in the market of featured pharmaceutical raw materials in order to expand its new growth engines as soon as possible. With its multi-functional industrialization center, the Group will step up the commercialization process of its new products and aggressively step up its development of new featured pharmaceutical raw materials. 
2. Enhance on-going development capacity by stepping up technological advancement

The Group will further increase its investment in technology development and innovation in its research and development system. It will mainly better utilize its own capacity while adopting models of collaboration and outsourcing for stepping up the development of products. The Group’s objective is to obtain acceptance of 5-8 patent applications and more than 40 products pending approval at the CDE by the end of the 2015.   

The Group will focus on the development of key product categories and new preparations. It will also aggressively develop technologies in preparations, including RNA (ribonucleic acid), sustained-release and osmotic pump etc for advancing development of its new products.   
The Group will step up the technological progress of its existing products. It will further increase the rewards to efficiency improvement and technological progress in order to accomplish major breakthroughs in new techniques and technologies as well as further increase the competitiveness of its products.  
3. Accelerate execution of globalization strategy on opportunities from global industrial line migration
The Group will further consolidate its collaboration with multinational corporations. It will fully make use of its existing customer base and industrial advantages to expand its collaboration with renowned multinational corporations such that it can accomplish its export target for the whole year.  

The Group will step up the execution of its co-operative preparations projects. In addition to improving the organization on its production of Redoxon, Saridon and Ibuprofen, the Group will capture the opportunities arising from the migrations of production line of multinational pharmaceutical corporations with an aim to leverage its overall advantages on stepping up the progress of its co-operative projects for further increasing the exports of its preparations 
The Group will fully leverage on the advantages of its wholly-owned subsidiaries overseas. Whilst focusing on the marketing activities of its products, the Group will aggressively pursue its drugs to be ANDA registered in Europe and the US in order to export the preparation products of its own brands to developed markets such as Europe and the US as soon as possible.  
4. On-going improvement on parks and aggressive development on projects 

The Group will ensure efficient production of its relocated products. It will solidly capture the opportunities from the market of the Aspirin series. The Group will leverage on the advantages after the relocation of factory by accomplishing efficient production. In addition, it will leverage on the technological advantage of the Analgin series after the transformation by the way of application of new technologies, new materials, new processes and new equipment, such that it can reduce the costs of production.    
The Group will focus on the development of its subsequent projects. In order to ensure the fulfillment of market demand by the production of its preparations, the Group will focus on the design, evaluation and project development of the international cooperation center for modern pharmacy in the park area of the headquarters. Following the completion of the development of the second multi-functional industrialization center of factory II, the Group will continue to press on with the development of the subsequent projects such as public utilities systems in its parks.  
5. On-going enhancement of basic management for the basis of corporate development 
The Group will further liberalize its ideology and update its concepts. It will be more down-to-earth and focus on long-term development. In addition, it will prepare its “Thirteen Five-Year” plan with a reformative and innovative mind.  

The Group will co-ordinate its corporate management and improve its resources allocation by adopting information technology, with the objective to increase operating efficiency and strictly execute its budget for cost control purposes. Besides, the Group will maximize the efficiency of its funding and to ensure the safety of its funds. 
The Group will boost its product quality so as to pass government inspections and customer review. 
The Group will fully implement 5S management in its production units in order to raise the standard of site management and develop as an intrinsic safety enterprise. It will increase investment in environmental protection and import new technology and equipment. In addition, the Group will increase its control on basic work safety in order to ensure no major safety or environmental incident to happen in the year. 
VI. 
Important Issues

Staff and Remuneration

The Group’s staff remuneration was determined in accordance with state policies, the Company’s profit in the corresponding period and the average income of local residents.

As at 31 December 2014, the number of staff employed by the Group was 6,602, and the total amount of their salaries and wages for the year 2014 was approximately RMB297,184,000.

Purchase, Sale or Redemption of the Company’s Listed Securities

During the year ended 31 December 2014, the Company did not redeem the Company’s listed securities. Neither the Company nor its subsidiaries, purchased, sold or redeemed any of the Company’s listed securities.

Connected Transactions

Significant connected transactions carried out in the normal course of the Group’s business are summarised as follows:
	Item
	2014

 RMB’000
	2013 
RMB’000

	With holding company and its subsidiaries
	
	

	—Sale of water, electricity, steam and waste materials
	          12,444 
	           7,680

	—Sale of bulk pharmaceuticals and chemical raw materials
	         - 
	          60,972 

	— Purchase of raw materials

	         94,275 
	       70,286 

	— Payment of annual trademark licence fee
	          10,300 
	          10,300 

	—Acquisition of land use rights
	26,220
	-

	Total 
	143,239
	149,238

	—Repair service income
	89　
	-　

	—Rental expenses
	             608
	             500 

	Others total
	697
	500

	With ultimate holding company 
	
	

	—Interest expenses of loan
	          40,850 
	          40,850 

	—Underwriting expenses of loan
	           2,100 
	           2,100 

	Total
	42,950
	42,950

	With minority shareholders
	
	

	— Sale of bulk pharmaceuticals and chemical raw materials
	140,764
	         141,659 

	— Purchase of customer list
	-          
	           2,439 

	Total
	140,764
	144,098

	Grand total 
	327,650
	        336,786 


In the opinion of the Directors (including the independent non-executive Directors), the above transactions were carried out in the ordinary and usual course of the Group’s business and on normal commercial terms. The aggregate amount of the above transactions for each of the years 2013 and 2014 did not exceed the annual cap approved in the general meeting of the Company.
Auditors

The accounts of the Company and the Group for this year prepared in accordance with HKGAAP and PRC accounting standards have been audited by SHINEWING (HK) CPA Limited (practicing certified public accountants in Hong Kong) and ShineWing Certified Public Accountants (certified public accountants in the PRC) respectively.

The Company intends to re-appoint ShineWing Certified Public Accountants as international auditors and PRC auditors of the Company respectively for the year 2015 at the annual general meeting for the year 2014 to be held in 2015.

Corporate Governance Code 

The Directors (including the independent non-executive Directors) are of the opinion that for the year ended 31 December 2014, the Company complied with all code provisions set out in the Corporate Governance Code contained in Appendix 14 to the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited.

The Company has always strived to comply with the best corporate governance practices in the Corporate Governance Code. 
Material Litigation and Arbitration

The Group was not involved in any material litigation or arbitration and no material litigation or arbitration is pending or threatened or was made against the Group during the reporting period.

Sale of Assets
During 2014, the Company acquired 40% equity interests in Shandong Zibo Xincat Pharmaceutical Company Limited from Hualu Holdings Company Limited, the ultimate controller of the Company with a consideration of RMB102,000,000. The Company successfully acquired six residential buildings (the total floor area was 6240.89 square meters) in Honggou Road, Zhangdian District, Zibo City owned by Shandong Xinhua Pharmaceutical Group Company Limited and the land use rights of the occupied land (the area with land use rights was 4,425.32 m2) and two pieces of equipment with the listed price of RMB13,000,000.

Apart from the above transactions, the Group did not have any material investment, acquisitions or any disposal of assets during the reporting period.
Amendments to the Articles

During the reporting period, there were no amendments to the articles of association of the Company.

Audit Committee

The audit committee has, together with the management, reviewed the accounting principles, practices and methods adopted by the Group and has reviewed the auditing, internal control and financial reporting of the Group. The audit committee has convened four meetings to review the audited financial statements for 2013, the unaudited 1st quarterly financial statements for 2014, the unaudited interim statements for 2014 and the unaudited 3rd quarterly financial statements for 2014.
The audit committee convened a meeting on 27 March 2015 to review the 2014 audited accounts and annual results announcement.

VII.
FINANCIAL REPORTS

The financial reports of the Company and the Group for the financial year ended 31 December 2014 have been audited by SHINEWING (HK) CPA Limited (practicing certified public accountants in Hong Kong) and ShineWing Certified Public Accountants (certified public accountants in the PRC) in accordance with HKGAAP and PRC accounting standards respectively. In their respective auditors’ reports there was no qualified opinion.

CONSOLIDATED financial statements AND NOTES PREPARED UNDER HKGAAP
CONSOLIDATED STATEMENT OF PROFIT OR LOSS
	
	NOTES
	2014
	2013

	
	
	RMB’000
	RMB’000

	
	
	
	(Restated)

	Revenue
	
	3,533,178
	3,338,512

	Cost of sales
	
	(2,812,611)
	(2,760,875)

	
	
	
	

	Gross profit
	
	720,567
	577,637

	Investment income
	
	11,228
	7,572

	Other income
	
	128,925
	112,097

	Other expenses
	
	(92,857)
	(32,452)

	Distribution and selling expenses
	
	(317,763)
	(276,426)

	Administrative expenses
	
	(281,721)
	(253,455)

	Finance costs
	4
	(77,790)
	(71,727)

	
	
	
	

	Profit before tax
	
	90,589
	63,246

	Income tax expense
	5
	(23,016)
	(14,270)

	
	
	
	

	Profit for the year
	6
	67,573
	48,976

	
	
	
	

	Profit for the year attributable to:
	
	
	

	Owners of the Company
	
	49,964
	38,138

	Non-controlling interests
	
	17,609
	10,838

	
	
	
	

	
	
	67,573
	48,976

	
	
	
	

	Earnings per share – basic and diluted
	8
	RMB 0.109
	RMB0.083


CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

	
	NOTE
	2014
	2013

	
	
	RMB’000
	RMB’000

	
	
	
	(Restated)

	
	
	
	

	Profit for the year
	
	67,573
	48,976

	
	
	
	

	Other comprehensive (expense) income
	
	
	

	Items that maybe reclassified subsequently to profit or loss:
	
	
	

	Exchange differences arising on translation of a foreign operation
	
	(1,746)
	(456)

	Fair value gain (loss) arising on available-for-sale financial assets
	
	93,179
	(28,891)

	Income tax relating to items that may be reclassified subsequently
	
	(13,977)
	4,334

	
	
	
	

	Other comprehensive income (expense) for the year, net of tax
	
	77,456
	(25,013)

	
	
	
	

	Total comprehensive income for the year
	
	145,029
	23,963

	
	
	
	

	Total comprehensive income attributable to:

	Owners of the Company
	
	128,039
	13,208

	Non-controlling interests
	
	16,990
	10,755 

	
	
	
	

	
	
	145,029
	23,963


CONSOLIDATED STATEMENT OF FINANCIAL POSITION

	
	NOTES
	31/12/2014
	31/12/2013
	1/1/2013

	
	
	RMB’000
	RMB’000
	RMB’000

	
	
	
	(Restated)
	(Restated)

	Non-current assets
	
	
	
	

	Intangible assets
	
	9,377
	13,248
	14,686

	Property, plant and equipment
	
	1,978,165
	1,454,184
	1,474,047

	Construction in progress
	
	177,782
	540,483
	274,367

	Prepaid lease payments on land use rights
	
	293,506
	252,878
	239,159

	Investment properties
	
	69,585
	63,926
	68,906

	Available-for-sale financial assets
	
	220,591
	127,412
	156,303

	Deferred tax assets
	
	25,871
	20,963
	21,438

	Goodwill
	
	-
	2,716
	2,716

	Prepayments for acquisition of buildings
	
	-
	7,399
	             -   

	Prepayments for acquisition of land use rights
	
	15,400
	15,400
	63,555

	
	
	
	
	

	
	
	2,790,277
	2,498,609
	2,315,177

	Current assets
	
	
	
	

	Inventories 
	
	514,562
	487,250
	524,418

	Properties under development
	
	74,326
	74,316      74,316 
	-             -   

	Trade and other receivables
	9
	507,271
	500,048
	456,509

	Prepaid lease payments on land use rights
	
	7,858
	6,518
	5,995

	Amounts due from immediate holding company
	
	-
	15,467
	19,827

	Amounts due from fellow subsidiaries
	
	5,638
	9,718
	3,971

	Tax recoverable
	
	482
	3,821
	3,275

	Short-term deposits
	
	20,334
	-
	-

	Restricted bank balances
	
	47,425
	112,401
	50,900

	Bank balances and cash
	
	281,345
	311,026
	414,488

	
	
	
	
	

	
	
	1,459,241
	1,520,565
	1,479,383

	Current liabilities
	
	
	
	

	Trade and other payables
	10
	737,991
	580,212
	544,943

	Dividend payables
	
	5,311
	5,311
	5,311

	Amounts due to fellow subsidiaries
	
	9,358
	4,616
	2,558

	Amount due to ultimate holding company
	
	13,000
	             -   
	  13,500

	Tax payable
	
	6,516
	1,190
	2,725

	Provisions
	
	9,440
	9,440
	9,440

	Loan from ultimate holding company
	
	199,400
	-
	-

	Borrowings 
	
	639,487
	500,666
	528,370

	
	
	
	
	

	
	
	1,620,503
	1,101,435
	1,106,847

	
	
	
	
	

	Net current (liabilities) assets
	
	(161,262)
	419,130
	372,536

	
	
	
	
	

	Total assets less current liabilities
	
	2,629,015
	2,917,739
	2,687,713

	Capital and reserves
	
	
	
	

	Share capital
	
	457,313
	457,313
	457,313

	Reserves
	
	1,359 ,257
	1,342,364
	1,323,302

	Proposed final dividend
	
	9,146   
	9,146
	4,573

	
	
	
	
	

	Equity attributable to owners of the Company
	
	1,825,716
	1,808,823
	1,785,188

	Non-controlling interests
	
	91,179
	80,314
	84,635

	
	
	
	
	

	Total equity
	
	1,916,895
	1,889,137
	1,869,823

	
	
	
	
	

	Non-current liabilities
	
	
	
	

	Deferred tax liabilities
	
	15,885
	7,034
	12,331

	Loan from ultimate holding company
	
	497,000
	694,300
	496,500

	Borrowings
	
	138,949
	194,467
	221,147

	Deferred income
	
	60,286
	132,801
	87,912

	
	
	
	
	

	
	
	712,120
	1,028,602
	817,890

	
	
	
	
	

	
	
	2,629,015
	2,917,739
	2,687,713


NOTES  TO  THE   CONSOLIDATED  FINANCIAL  STATEMENTS  UNDER  HKGAAP

1.
 BASIS OF PREPARATION
The audited consolidated financial statements are prepared in accordance with Hong Kong Financial Reporting Standards (“HKFRSs”), Hong Kong Accounting Standards (“HKASs”) issued by Hong Kong Institute of Certified Public Accountants (“HKICPA”) and the disclosure requirements of Appendix 16 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited.

Adoption of merger accounting
During the year, the Group acquired 40% equity interest in Shandong Zibo Xincat Pharmaceutical Company Limited (“Xincat”) from its ultimate holding company, Hualu, details are set out in note 12. The Group resulting from the above mentioned transaction is regarded as a continuing entity. Accordingly, the consolidated financial statements of the Group have been prepared using the principles of merger accounting in accordance with Accounting Guideline 5 Merger Accounting for Common Control Combinations as if the group structure under the group reorganisation had been in existence from the date when the combining entities first came under the control of Hualu.

The net assets of the combining entities or business are consolidated using existing book values from the controlling parties’ perspective. No amounts is recognised in respect of goodwill or excess of acquirer’s interest in the net fair value of acquiree’s identifiable assets, liabilities and contingent liabilities over cost at the time of common control combination, to the extent of the continuation of the controlling party’s interest.

The consolidated statement of profit or loss includes the results of each of the combining entities or business from the earliest date presented or since the date when the combing entities or business first came under the common control, where this is a shorter period regardless of the date of the common control combination.

The comparative amounts in the consolidated financial statements are presented as if the entities or business had been combined at the end of the previous reporting period or when they first came under common control, whichever is shorter. Accordingly, comparative figures were restated. The impact on the consolidated reserves of the Group arising from the common control combination is disclosed in note 12.

Basis of preparation of the consolidated financial statements

 
The consolidated financial statements have been prepared on a going concern basis notwithstanding the Group had net current liabilities of approximately RMB161,262,000 as at 31 December 2014.

In the opinion of the directors of the Company, the Group should be able to maintain itself as a going concern in the next twelve months from 31 December 2014 by taking into consideration the followings:

 
At 31 December 2014, the Group has undrawn borrowings facilities available for immediate use and which will not be expiring in the next twelve months from 31 December 2014 of approximately RMB 458,000,000 .
 
Accordingly the directors of the Company consider that the Group will have sufficient working capital to meet its financial obligations when they fall due for the next twelve months from 31 December 2014 and satisfy that it is appropriate to prepare these consolidated financial statements on a going concern basis.  The consolidated financial statements do not include any necessary adjustments to write down the value of assets to their recoverable amounts and to provide for further liabilities which might arise and to reclassify non-current asset as current assets should the Group be unable to continue as a going concern.
2.   APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING STANDARDS (“HKFRSs”)

In the current year, the Group has applied the following new and revised HKFRSs, which include HKFRSs, Hong Kong Accounting Standards (“HKAS(s)”), amendments and Interpretations (“Int(s)”), issued by the Hong Kong Institute of Certified Public Accountants (the “HKICPA”).
	Amendments to HKFRS 10, HKFRS   12

 and HKAS 27
	Investment Entities

	Amendments to HKAS 32
	Offsetting Financial Assets and Financial

 Liabilities

	Amendments to HKAS 36
	Recoverable Amount Disclosures for Non-

Financial Assets

	Amendments to HKAS 39 
	Novation of Derivatives and Continuation of

 Hedge Accounting

	Hong Kong (International Financial 

    Reporting Interpretation Committee) (“HK(IFRIC)”) – Int 21
	Levies


Except as described below, the application of other 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.


Amendments to HKFRS 10, HKFRS 12 and HKAS 27 Investment Entities 

The Group has applied amendments to HKFRS 10, HKFRS 12 and HKAS 27 Investment Entities for the first time in the current year. The amendments to HKFRS 10 define an investment entity and introduce an exception to consolidating subsidiaries for an investment entity, except where the subsidiaries provide services that relate to the investment entity's investment activities. Under the amendments to HKFRS 10, an investment entity is required to measure its interests in subsidiaries at fair value through profit or loss. 

To qualify as an investment entity, certain criteria have to be met. Specifically, an entity is required to: 

· obtain funds from one or more investors for the purpose of providing them with professional investment management services; 

· commit to its investor(s) that its business purpose is to invest funds solely for returns from capital appreciation, investment income, or both; and 

· measure and evaluate performance of substantially all of its investments on a fair value basis. 

Consequential amendments to HKFRS 12 and HKAS 27 have been made to introduce new disclosure requirements for investment entities. 

As the Company is not an investment entity, the directors of the Company consider that the application of the amendments has had no impact on the disclosures or the amounts recognised in the Group’s consolidated financial statement 

Amendments to HKAS 32 Offsetting Financial Assets and Financial Liabilities 

The Group has applied amendments to HKAS 32 Offsetting Financial Assets and Financial Liabilities for the first time in the current year. The amendments to HKAS 32 clarify existing application issues relating to the offset of financial assets and financial liabilities requirements. Specifically, the amendments clarify the meaning of “currently has a legally enforceable right of set-off” and “simultaneous realisation and settlement”. 

The amendments have been applied retrospectively. As the Group does not have any financial assets and financial liabilities that qualify for offset, the application of the amendments has had no impact on the disclosures or on the amounts recognised in the Group’s consolidated financial statements.

Amendments to HKAS 36 Recoverable Amount Disclosures for Non-Financial Assets 

The Group has applied amendments to HKAS 36 Recoverable Amount Disclosures for Non-Financial Assets for the first time in the current year. The amendments to HKAS 36 require disclosures on additional information about the fair value measurement when the recoverable amount of impaired assets is based on fair value less costs of disposal. If the recoverable amount is fair value less costs of disposal, an entity shall disclose the level of the fair value hierarchy within which the fair value measurement of the asset or cash generating unit is catergorised in its entirety. The Group is required to make additional disclosures for Level 2 and Level 3 of the fair value hierarchy: 

· a description of the valuation techniques used to measure the fair value less costs of disposals. If there is any change in valuation techniques, the fact and the reason should also be disclosed; 

· each key assumption on which management has based its determination of fair value less costs of disposal; 

· the discount rates used in the current and previous measurement if fair value less costs of disposal is measured using a present value technique. 

Amendments to HKAS 39 Novation of Derivatives and Continuation of Hedge Accounting 

The Group has applied amendments to HKAS 39 Novation of Derivatives and Continuation of Hedge Accounting for the first time in the current year. The amendments to HKAS 39 introduce an exception to the requirements for the discontinuation of hedge accounting in HKAS 39 if specific conditions are met. The amendments to HKAS 39 state that the novation of a hedging instrument is not be considered an expiration or termination if the novation (a) is required by laws or regulations; (b) results in a central counterparty or an entity acting in a similar capacity becoming the new counterparty to each of the parties to the novated derivative and (c) does not result in changes to the terms of the original over-the-counter derivatives other than the changes directly attributable to the novation. For all other novations outside the scope of the exemption, an entity should assess if they meet the derecognition criteria and the conditions for continuation of hedge accounting. The amendments have been applied retrospectively. The Group does not have any derivatives that are subject to novation, the application of the amendments has had no impact on the disclosures or on the amounts recognised in the Group’s consolidated financial statements 

HK(IFRIC) – Int 21 Levies 

The Group has applied HK(IFRIC) – Int 21 Levies for the first time in the current year. HK(IFRIC) – Int 21 addresses the issue as to when to recognise a liability to pay a levy imposed by government. The interpretation defines a levy, and specifies that the obligating event that gives rise to the liability is the activity that triggers the payment of the levy, as identified by legislation. The interpretation provides guidance on how different levy arrangements should be accounted for, in particular, it clarifies that neither economic compulsion nor the going concern basis of financial statements preparation implies that an entity has a present obligation to pay a levy that will be triggered by operating in a future period. 

HK(IFRIC) – Int 21 has been applied retrospectively. The application of this interpretation has had no material impact on the disclosures or on the amounts recognised in the Group’s consolidated financial statements.

New and revised HKFRSs issued but not yet effective

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

	HKFRS 9 (2014) 
	Financial Instruments4

	HKFRS 15 
	Revenue from Contracts with Customers3

	Amendments to HKFRSs 
	Annual Improvements to HKFRSs 2010 – 2012 Cycle1

	Amendments to HKFRSs
	Annual Improvements to HKFRSs 2011 – 2013 Cycle1

	Amendments to HKFRSs
	Annual Improvements to HKFRSs 2012 – 2014 Cycle2

	Amendments to HKAS 19
	Defined Benefit Plans: Employee Contributions1

	Amendments to HKAS 16 and

 HKAS38 
	Clarification of Acceptable Methods of Depreciation and Amortisation2 

	Amendments to HKAS 16 and

 HKAS 41 
	Agriculture: Bearer Plants2

	Amendments to HKAS 27 
	Equity Method in Separate Financial Statements2

	Amendments to HKFRS 10 and HKAS 28 
	Sale or Contribution of Assets between an Investor and its Associate or Joint Venture2

	Amendments to HKFRS 11
	Accounting for Acquisitions of Interests in Joint Operations2


1 Effective for annual periods beginning on or after 1 July 2014. 

2 Effective for annual periods beginning on or after 1 January 2016. 

3 Effective for annual periods beginning on or after 1 January 2017. 

4 Effective for annual periods beginning on or after 1 January 2018. 

The directors of the Company anticipate that the application of new and revised HKFRSs will have no material impact on the results and the financial position of the Group.
HKFRS 9 (2014) Financial Instruments 

HKFRS 9 issued in 2009 introduces new requirements for the classification and measurement of financial assets. HKFRS 9 was amended in 2010 and includes the requirements for the classification and measurement of financial liabilities and for derecognition. In 2013, HKFRS 9 was further amended to bring into effect a substantial overhaul of hedge accounting that will allow entities to better reflect their risk management activities in the financial statements. A finalised version of HKFRS 9 was issued in 2014 to incorporate all the requirements of HKFRS 9 that were issued in previous years with limited amendments to the classification and measurement by introducing a “fair value through other comprehensive income” (“FVTOCI”) measurement category for certain financial assets. The finalised version of HKFRS 9 also introduces an “expected credit loss” model for impairment assessments. 

Key requirements of HKFRS 9 (2014) are described as follows: 

· All recognised financial assets that are within the scope of HKAS 39 Financial Instruments: Recognition and Measurement to be subsequently measured at amortised cost or fair value. Specifically, debt investments that are held within a business model whose objective is to collect the contractual cash flows, and that have contractual cash flows that are solely payments of principal and interest on the principal outstanding are generally measured at amortised cost at the end of subsequent accounting periods. Debt instruments that are held within a business model whose objective is achieved both by collecting contractual cash flows and selling financial assets, and that have contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of principal and interest on the principal amount outstanding, are measured at FVTOCI. All other debt investments and equity investments are measured at their fair values at the end of subsequent reporting periods. In addition, under HKFRS 9, entities may make an irrevocable election to present subsequent changes in the fair value of an equity investment (that is not held for trading) in other comprehensive income, with only dividend income generally recognised in profit or loss. 

· With regard to the measurement of financial liabilities designated as at fair value through profit or loss, HKFRS 9 requires that the amount of change in the fair value of the financial liability that is attributable to changes in the credit risk of that liability is presented in other comprehensive income, unless the recognition of the effects of changes in the liability’s credit risk in other comprehensive income would create or enlarge an accounting mismatch in profit or loss. Changes in fair value of financial liabilities attributable to changes in the financial liabilities’ credit risk are not subsequently reclassified to profit or loss. Under HKAS 39, the entire amount of the change in the fair value of the financial liability designated as fair value through profit or loss was presented in profit or loss. 

· In the aspect of impairment assessments, the impairment requirements relating to the accounting for an entity’s expected credit losses on its financial assets and commitments to extend credit were added. Those requirements eliminate the threshold that was in HKAS 39 for the recognition of credit losses. Under the impairment approach in HKFRS 9 (2014) it is no longer necessary for a credit event to have occurred before credit losses are recognised. Instead, expected credit losses and changes in those expected credit losses should always be accounted for. The amount of expected credit losses is updated at each reporting date to reflect changes in credit risk since initial recognition and, consequently, more timely information is provided about expected credit losses. 

· HKFRS 9 introduces a new model which is more closely aligns hedge accounting with risk management activities undertaken by companies when hedging their financial and non-financial risk exposures. As a principle-based approach, HKFRS 9 looks at whether a risk component can be identified and measured and does not distinguish between financial items and non-financial items. The new model also enables an entity to use information produced internally for risk management purposes as a basis for hedge accounting. Under HKAS 39, it is necessary to exhibit eligibility and compliance with the requirements in HKAS 39 using metrics that are designed solely for accounting purposes. The new model also includes eligibility criteria but these are based on an economic assessment of the strength of the hedging relationship. This can be determined using risk management data. This should reduce the costs of implementation compared with those for HKAS 39 hedge accounting because it reduces the amount of analysis that is required to be undertaken only for accounting purposes..
HKFRS 9 (2014) will become effective for annual periods beginning on or after 1 January 2018 with early application permitted. 

The directors of the Company anticipate that the adoption of HKFRS 9 (2014) in the future may have significant impact on the amounts reported in respect of the Group’s financial assets and financial liabilities. 

HKFRS 15 Revenue from Contracts with Customers 

The core principle of HKFRS 15 is that an entity should recognise revenue to depict the transfer of promised goods or services to customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods or services. Thus, HKFRS 15 introduces a model that applies to contracts with customers, featuring a contract-based five-step analysis of transactions to determine whether, how much and when revenue is recognised. The five steps are as follows: 

i) Identify the contract with the customer; 

ii) Identify the performance obligations in the contract; 

iii) Determine the transaction price; 

iv) Allocate the transaction price to the performance obligations; and 

v) Recognise revenue when (or as) the entity satisfies a performance obligation. 

HKFRS 15 also introduces extensive qualitative and quantitative disclosure requirements which aim to enable users of the financial statements to understand the nature, amount, timing and uncertainty of revenue and cash flows arising from contracts with customers. 

HKFRS 15 will supersede the current revenue recognition guidance including HKAS 18 Revenue, HKAS 11 Construction Contracts and the related interpretations when it becomes effective. 

HKFRS 15 will become effective for annual periods beginning on or after 1 January 2017 which early application permitted. The directors of the Company anticipate that the application of HKFRS 15 in the future may have a material impact on the amounts reported and disclosures made in the Group’s consolidated financial statements. 

Annual Improvements to HKFRSs 2010 – 2012 Cycle 

The Annual Improvements to HKFRSs 2010-2012 Cycle include a number of amendments to various HKFRSs, which are summarised below. 

The amendments to HKFRS 2 (i) change the definitions of ‘vesting condition’ and ‘market condition’; and (ii) add definitions for ‘performance condition’ and ‘service condition’ which were previously included within the definition of ‘vesting condition’. The amendments to HKFRS 2 are effective for share-based payment transactions for which the grant date is on or after 1 July 2014. 

The amendments to HKFRS 3 clarify that contingent consideration that is classified as an asset or a liability should be measured at fair value at each reporting date, irrespective of whether the contingent consideration is a financial instrument within the scope of HKFRS 9 or HKAS 39 or a non-financial asset or liability. Changes in fair value (other than measurement period adjustments) should be recognised in profit and loss. The amendments to HKFRS 3 are effective for business combinations for which the acquisition date is on or after 1 July 2014.

The amendments to HKFRS 8 (i) require an entity to disclose the judgements made by management in applying the aggregation criteria to operating segments, including a description of the operating segments aggregated and the economic indicators assessed in determining whether the operating segments have ‘similar economic characteristics’; and (ii) clarify that a reconciliation of the total of the reportable segments’ assets to the entity’s assets should only be provided if the segment assets are regularly provided to the chief operating decision-maker. 

The amendments to the basis for conclusions of HKFRS 13 clarify that the issue of HKFRS 13 and consequential amendments to HKAS 39 and HKFRS 9 did not remove the ability to measure short-term receivables and payables with no stated interest rate at their invoice amounts without discounting, if the effect of discounting is immaterial. 

The amendments to HKAS 16 and HKAS 38 remove perceived inconsistencies in the accounting for accumulated depreciation/amortisation when an item of property, plant and equipment or an intangible asset is revalued. The amended standards clarify that the gross carrying amount is adjusted in a manner consistent with the revaluation of the carrying amount of the asset and that accumulated depreciation/amortisation is the difference between the gross carrying amount and the carrying amount after taking into account accumulated impairment losses. 

The amendments to HKAS 24 clarify that a management entity providing key management personnel services to a reporting entity is a related party of the reporting entity. Consequently, the reporting entity should disclose as related party transactions the amounts incurred for the service paid or payable to the management entity for the provision of key management
The directors of the Company do not anticipate that the application of the amendments included in the Annual Improvements to HKFRSs 2010-2012 Cycle will have a material effect on the Group’s consolidated financial statements .

Annual Improvements to HKFRSs 2011 – 2013 Cycle 

The Annual Improvements to HKFRSs 2011-2013 Cycle include a number of amendments to various HKFRSs, which are summarised below. 

The amendments to HKFRS 3 clarify that the standard does not apply to the accounting for the formation of all types of joint arrangement in the financial statements of the joint arrangement itself. 

The amendments to HKFRS 13 clarify that the scope of the portfolio exception for measuring the fair value of a group of financial assets and financial liabilities on a net basis includes all contracts that are within the scope of, and accounted for in accordance with, HKAS 39 or HKFRS 9, even if those contracts do not meet the definitions of financial assets or financial liabilities within HKAS 32. 

The amendments to HKAS 40 clarify that HKAS 40 and HKFRS 3 are not mutually exclusive and application of both standards may be required. Consequently, an entity acquiring investment property must determine whether: 

(a) the property meets the definition of investment property in terms of HKAS 40; and 

(b) the transaction meets the definition of a business combination under HKFRS 3. 

The directors of the Company do not anticipate that the application of the amendments included in the Annual Improvements to HKFRSs 2011-2013 Cycle will have a material effect on the Group’s consolidated financial statements .

Annual Improvement to HKFRSs 2012 – 2014 Cycle 

The Annual Improvements to HKFRSs 2012-2014 Cycle include a number of amendments to various HKFRSs, which are summarised below. 

The amendments to HKFRS 5 clarify that changing from one of the disposal methods (i.e. disposal through sale or disposal through distribution to owners) to the other should not be considered to be a new plan of disposal, rather it is a continuation of the original plan. There is therefore no interruption of the application of the requirements in HKFRS 5. Besides, the amendments also clarify that changing the disposal method does not change the date of classification. 

The amendments to HKFRS 7 clarify that a servicing contract that includes a fee can constitute continuing involvement in a financial asset. An entity must assess the nature of the fee and arrangement against the guidance for continuing involvement in HKFRS 7 in order to assess whether the additional disclosures for any continuing involvement in a transferred asset that is derecognised in its entirety are required. Besides, the amendments to HKFRS 7 also clarify that disclosures in relation to offsetting financial assets and financial liabilities are not required in the condensed interim financial report, unless the disclosures provide a significant update to the information reported in the most recent annual report. 

The amendments to HKAS 19 clarify that the market depth of high quality corporate bonds is assessed based on the currency in which the obligation is denominated, rather than the country where the obligation is located. When there is no deep market for high quality corporate bonds in that currency, government bond rates must be used. 

HKAS 34 requires entities to disclose information in the notes to the interim financial statements ‘if not disclosed elsewhere in the interim financial report’. The amendments to HKAS 34 clarify that the required interim disclosures must either be in the interim financial statements or incorporated by cross-reference between the interim financial statements and wherever they are included within the greater interim financial report. The other information within the interim financial report must be available to users on the same terms as the interim financial statements and at the same time. If users do not have access to the other information in this manner, then the interim financial report is incomplete. 

The directors of the Company do not anticipate that the application of the amendments included in the Annual Improvements to HKFRSs 2012-2014 Cycle will have a material effect on the Group’s consolidated financial statements .

Amendments to HKAS 19 Defined Benefit Plans – Employee Contributions 

The amendments to HKAS 19 simplify the accounting for contributions that are independent of the number of years of employee service, for example, employee contributions that are calculated according to a fixed percentage of salary. Specifically, contributions that are linked to services are attributed to periods of services as a negative benefit. The amendments to HKAS 19 specifies that such negative benefit are attributed in the same way as the gross benefit, i.e. attribute to periods of services under the plan’s contribution formula or on a straight-line basis. 

Besides, the amendments also states that if the contributions are independent of the number of years of employee service, such contributions may be recognised as a reduction of the service cost as they fall due. 

The amendments to HKAS 19 will become effective for annual periods beginning on or after 1 July 2014 with early application permitted. 

The directors of the Company anticipate that the application of the amendments to HKAS 19 will have no material impact to the Group. 

Amendments to HKAS 16 and HKAS 38 Clarification of Acceptable Methods of Depreciation and Amortisation 

The amendments to HKAS 16 prohibit the use of revenue-based depreciation methods for property, plant and equipment under HKAS 16. The amendments to HKAS 38 introduce a rebuttable presumption that the use of revenue-based amortisation methods for intangible assets is inappropriate. This presumption can be rebutted only in the following limited circumstances: 

i) when the intangible asset is expressed as a measure of revenue; 

ii) when a high correlation between revenue and the consumption of the economic benefits of the intangible assets could be demonstrated. 

The amendments to HKAS 16 and HKAS 38 will become effective for financial statements with annual periods beginning on or after 1 January 2016. Earlier application is permitted. The amendments should be applied prospectively. 

The Group use straight-line method for depreciation of property, plant and equipment, the directors of the Company do not anticipate that the application of the amendments to HKAS 16 and HKAS 38 will have a material impact on the Group’s consolidated financial statements.

Amendments to HKAS 16 and HKAS 41 Agriculture: Bearer Plants 

The amendments to HKAS 16 and HKAS 41 define bearer plants. Biological assets that meet the definition of bearer plants are no longer accounted for under HKAS 41, but under HKAS 16 instead. The produce growing on bearer plants continues to be accounted for in accordance with HKAS 41. 

The amendments to HKAS 16 and HKAS 41 will become effective for financial statements with annual periods beginning on or after 1 January 2016. Earlier application is permitted. The amendments should be applied retrospectively. 

The Group does not have any biological assets, the directors of the Company do not anticipate that the application of the amendments to HKAS 16 and HKAS 41 will have a material impact on the Group’s consolidated financial statements .

Amendments to HKAS 27 Equity Method in Separate Financial Statements 

The amendments to HKAS 27 allow an entity to apply the equity method to account for its investments in subsidiaries, joint ventures and associates in its separate financial statements. As a result of the amendments, the entity can choose to account for these investments either: 

i) at cost; 

ii) in accordance with HKFRS 9 (or HKAS 39); or 

iii) using the equity method as described in HKAS 28. 

The amendments to HKAS 27 will become effective for financial statements with annual periods beginning on or after 1 January 2016. Earlier application is permitted. The amendments should be applied retrospectively. 

The Company does not have any investment in associates or joint ventures, the directors of the Company do not anticipate that the application of the amendments to HKAS 27 will have a material impact on the Company’s financial statements .

Amendments to HKFRS 10 and HKAS 28 Sale or Contribution of Assets between an Investor and its Associate or Joint Venture 

The amendments provide guidance on addressing the acknowledged inconsistency between the requirements in HKFRS 10 and those in HKAS 28, in dealing with the sale or contribution of assets between an investor and its joint venture and associate. An investing entity is required to recognise the gain or loss arising from selling or contributing assets that constitutes or contains a business to a joint venture or associate in full. An investing entity is required to recognise the gain or loss arising from selling or contributing assets that does not constitute or contain a business to a joint venture or associate only to the extent of the unrelated investors’ interests in that joint venture or associate. 

The amendments to HKFRS 10 and HKAS 28 will become effective for financial statements with annual periods beginning on or after 1 January 2016. Earlier application is permitted. The amendments should be applied prospectively. 

The Company does not have any investment in joint operations, the directors of the Company do not anticipate that the application of the amendments to HKFRS 10 and HKAS 28 will have a material impact on the Company’s financial statements.

Amendments to HKFRS 11 Accounting for Acquisition of Interests in Joint Operations 

The amendments provide new guidance on how to account for the acquisition of an interest in a joint operation that constitutes a business as defined in HKFRS 3 Business Combination. Specifically, the amendments state that the relevant principles on accounting for business combinations in HKFRS 3 and other standards should be applied. The same requirements should be applied to the formation of a joint operation if and only if an existing business is contributed to the joint operation by one of the parties that participate in the joint operation. 

A joint operator is also required to disclose the relevant information required by HKFRS 3 and other standards for business combinations. 

The amendments to HKFRS 11 will become effective for financial statements with annual periods beginning on or after 1 January 2016. Earlier application is permitted. The amendments should be applied prospectively. 

The Company does not have any investment in joint operations, the directors of the Company do not anticipate that the application of the amendments to HKFRS 11 will have a material impact on the Company’s financial statements.

3.   SEGMENTAL INFORMATION

The Group’s operating segments, based on information reported to the board of directors of the Company, being the chief operating decision maker, for the purposes of resource allocation and assessment of segment performance focuses on the types of goods supplied.  The principal types of goods supplied are bulk pharmaceuticals, preparations, chemical and other products, commerce circulations and property development and management. The board of directors of the Company decided the property development and management segment should be separately presented to facilitate a better presentation of segment information in 2014 so that the comparative figures in 2013 had been restated to conform with current year’s presentation. No operating segments identified by the chief operating decision makers have been aggregated in arriving at the reporting segments of the Group. The Group’s reportable segments under HKFRS 8 are as follows:

	Bulk pharmaceuticals:
	Development, production and sales of bulk pharmaceuticals

	
	

	Preparations:
	Development, production and sales of preparations (e.g. tablets and injections)

	
	

	Commerce circulations:


	Trading of pharmaceutical products (including retail and wholesale)

	
	

	
	

	Chemical and other products:
	Production and sales of chemical and other products 

	
	

	Property development and management
	Development and sale of properties and provision of property management service


Information regarding the above segments is reported below.  
Segment revenues and results

The following is an analysis of the Group’s revenue and results by reportable and operating segment.

For the year ended 31 December 2014

	
	Bulk pharmaceuticals
	Preparations
	Commerce circulations
	Chemical and other products
	Property development and management
	Eliminations
	Total

	
	RMB’000
	RMB’000
	RMB’000
	RMB’000
	
	RMB’000
	RMB’000

	
	
	
	
	
	
	
	

	REVENUE
	
	
	
	
	
	
	

	  External sales
	1,514,545
	876,967
	818,589
	321,667
	1,410
	-
	3,533,178

	Inter-segment sales
	3,821
	313,183
	109,176
	345,207
	-
	(771,387)
	-

	
	
	
	
	
	
	
	

	Total 
	1,518,366
	1,190,150
	927,765
	666,874
	1,410
	(771,387)
	3,533,178

	
	
	
	
	
	
	
	

	Segment profit (loss)
	120,739 
	43,596 
	(1,697)
	19,969  
	(128)
	
	182,479

	
	
	
	
	
	
	
	

	Unallocated income
	
	
	
	
	
	
	21,619

	Unallocated expenses
	
	
	
	
	
	
	(35,719)

	Finance costs
	
	
	
	
	
	
	(77,790)

	
	
	
	
	
	
	
	

	Profit before tax 
	
	
	
	
	
	
	90,589


For the year ended 31 December 2013，as restated.

	
	Bulk pharmaceuticals
	Preparations
	Commerce circulations
	Chemical and other products
	Property development and management
	Eliminations
	Total

	
	RMB’000
	RMB’000
	RMB’000
	RMB’000
	
	RMB’000
	RMB’000

	
	
	
	
	
	
	
	

	REVENUE
	
	
	
	
	
	
	

	  External sales
	1,518,928
	769,157
	810,525
	238,790
	1,112
	-
	3,338,512

	Inter-segment sales
	9,034
	280,181
	25,536
	308,372
	-
	(623,123)
	-

	
	
	
	
	
	
	
	

	Total 
	1,527,962
	1,049,338
	836,061
	547,1  62
	1,112
	(623,123)
	3,338,512

	
	
	
	
	
	
	
	

	Segment profit
	101,436
	35,746
	3,059
	14,640
	225
	
	155,106

	
	
	
	
	
	
	
	

	Unallocated income
	
	
	
	
	
	
	17,299

	Unallocated expenses
	
	
	 
	
	
	
	(37,432)

	Finance costs
	
	
	
	
	
	
	(71,727)

	
	
	
	
	
	
	
	

	Profit before tax 
	
	
	
	
	
	
	63,246


The accounting policies of reportable segments are the same as the Group’s accounting policies described. Segment profit/loss represents the profit earned by/loss from each segment without allocation of investment and other income (exclude government grants, waiver of trade payables, reversal of impairment loss on trade and other receivables and gain or loss on disposal of property, plant and equipment and prepaid lease payment on land use rights), depreciation for investment properties,other expenses and finance costs. This is the measure reported to the chief operating decision maker for the purposes of resource allocation and performance assessment. 

Inter-segment sales are charged at prevailing market rates.
Segment assets and liabilities

The following is an analysis of the Group’s assets and liabilities by reportable and operating segment:

At 31 December 2014

	
	Bulk pharmaceuticals
	Preparations
	Commerce circulations
	Chemical and other products
	Property development and management
	Total

	
	RMB’000
	RMB’000
	RMB’000
	RMB’000
	RMB’000
	RMB’000

	
	
	
	
	
	
	

	Segment assets
	1,905,836
	718,567
	208,437
	675,434
	75,611
	3,583,885

	Unallocated corporate assets
	
	
	
	
	
	665,633

	
	
	
	
	
	
	

	Consolidated assets
	
	
	
	
	
	4,249,518

	
	
	
	
	
	
	

	Segment liabilities
	406,893
	218,753
	52,529
	151,469
	431
	830,075

	Unallocated corporate liabilities
	
	
	
	
	
	1,502,548

	
	
	
	
	
	
	

	Consolidated liabilities
	
	
	
	
	
	2,332,623


At 31 December 2013, as restated
	
	Bulk pharmaceuticals
	Preparations
	Commerce circulations
	Chemical and other products
	Property development and management
	Total

	
	RMB’000
	RMB’000
	RMB’000
	RMB’000
	
	RMB’000

	
	
	
	
	
	
	

	Segment assets
	1,697,087
	727,180
	189,506
	690,994
	74,858
	3,379,625

	Unallocated corporate assets
	
	
	
	
	
	639,549

	
	
	
	
	
	
	

	Consolidated assets
	
	
	
	
	
	4,019,174

	
	
	
	
	
	
	

	Segment liabilities
	330,710
	160,861
	62,424
	172,866
	208
	727,069

	Unallocated corporate liabilities
	
	
	
	
	
	1,402,968

	
	
	
	
	
	
	

	Consolidated liabilities
	
	
	
	
	
	2,130,037


For the purposes of monitoring segment performances and allocating resources among segments:

· all assets are allocated to reportable segments other than deferred tax assets, available-for-sale financial assets, investment properties, tax recoverable, short-term deposits, restricted bank balances, bank balances and cash. Assets used jointly by reportable segments are allocated on the basis of revenues earned by individual reportable segments; and
· all liabilities are allocated to reportable segments other than liabilities associated with dividend payables, deferred tax liabilities, loan from ultimate holding company, borrowings and tax payable.  Liabilities for which reportable segments are jointly liable are allocated on the basis of revenues earned by individual reportable segments. 
Other segment information

For the year ended 31 December 2014

Amounts included in the measure of segment profit or loss or segment assets:
	
	Bulk pharmaceuticals
	Preparations
	Commerce circulations
	Chemical and other products
	Property development and management
	Total

	
	RMB’000
	RMB’000
	RMB’000
	RMB’000
	RMB’000
	RMB’000

	
	
	
	
	
	
	

	Addition to non-current assets (Note) 
	306,841
	105,946
	1,714
	50,584
	1,205
	466,290

	Depreciation and amortisation (excluded depreciation for investment properties)
	105,817
	40,667
	1,922
	48,135
	22
	196,563

	Impairment losses recognised in respect of property, plant and equipment
	-
	1,635
	-
	105
	-
	1,740

	Gain or loss on disposal of property, plant and equipment and prepaid lease payment on land use rights
	(47,060)
	(14,319)
	1
	(3)
	-
	(61,381)

	Impairment losses recognised in respect of  trade and other receivables 
	496
	358
	273
	7,997
	540
	9,664

	Impairment losses recognised in goodwill
	-
	2,716
	-
	-
	-
	2,716

	Waiver of trade payables
	1,337
	478
	87
	-
	-
	1,902

	Reversal of impairment loss on trade and other receivables
	-
	(1,819)
	(2,294)
	(4)
	-
	(4,117)

	Reversal of allowance for inventories
	(2,992)
	(1,952)
	(572)
	(1,033)
	-
	(6,549)

	Write-down of inventories
	1,500
	(203)
	(1,290)
	2,254
	-
	2,261


Note: 
Non-current assets excluded financial instruments, investment properties and deferred tax assets. Goodwill is allocated in the reportable segments.

For the year ended 31 December 2014

Amounts regularly provided to the chief operating decision maker but not included in the measure of segment profit or segment assets:

	
	Bulk pharmaceuticals
	Preparations
	Commerce circulations
	Chemical and other products
	Property development and management
	Total

	
	RMB’000
	RMB’000
	RMB’000
	RMB’000
	
	RMB’000

	
	
	
	
	
	
	

	Interest income
	1,833
	1,071
	82
	318
	7
	3,311

	Finance costs
	(58,797)
	(18,437)
	(552)
	(4)
	-
	(77,790)

	Income tax expense
	(3,318)
	(5,600)
	(6,107)
	(7,991)
	-
	(23,016)


For the year ended 31 December 2013, as restated

Amounts included in the measure of segment profit or loss or segment assets:
	
	Bulk pharmaceuticals
	Preparations
	Commerce circulations
	Chemical and other products
	Property development and management
	Total

	
	RMB’000
	RMB’000
	RMB’000
	RMB’000
	
	RMB’000

	
	
	
	
	
	
	

	Addition to non-current assets (Note) 
	307,441
	80,604
	3,126
	78,464
	-
	469,635

	Depreciation and amortisation (excluded depreciation for investment properties)
	104,391
	35,400
	2,761
	43,101
	1
	185,654

	Impairment losses recognised in respect of property, plant and equipment
	-
	142
	-
	148
	-
	290

	Gain on disposal of property, plant and equipment and prepaid lease payment on land use rights
	33,923
	8,927
	8
	9
	-
	42,867

	Impairment losses recognised in respect of  trade and other receivables 
	414
	110
	5,626
	25
	-
	6,175

	Waiver of trade payables
	1,810
	547
	91
	-
	-
	2,448

	Reversal of impairment loss on trade and other receivables
	(32)
	（30）
	(1,381)
	(10)
	-
	(1,453)

	Reversal of allowance for inventories
	(6,549)
	(2,007)
	(1,054)
	(3,316)
	-
	(12,926)

	Write-down of inventories
	4,086
	1,667
	1,049
	1,034
	-
	7,836


Note: Non-current assets excluded financial instruments, investment properties, deferred tax assets. Goodwill is allocated in the reportable segments.

For the year ended 31 December 2013, as restated

Amounts regularly provided to the chief operating decision maker but not included in the measure of segment profit or segment assets:

	
	Bulk pharmaceuticals
	Preparations
	Commerce circulations
	Chemical and other products
	Property development and management
	Total

	
	RMB’000
	RMB’000
	RMB’000
	RMB’000
	
	RMB’000

	
	
	
	
	
	
	

	Interest income
	1,864
	607
	362
	345
	16
	3,194

	Finance costs
	(53,479)
	(14,610)
	-
	(3,638)
	-
	(71,727)

	Income tax expense
	(8,101)
	(3,450)
	(902)
	(1,817)
	
	(14,270)


Geographical information

The Group’s customers are mainly located in the PRC, Europe, America and other countries. Information about the Group’s revenue from external customers is presented based on the location of the customers.

	
	Revenues from external customers

	
	2014
	2013

	
	RMB’000
	RMB’000

	
	
	(Restated)

	PRC
	        2,350,370 
	2,095,750

	Europe
	           417,601 
	440,490

	America
	           461,146 
	594,071

	Others
	           304,061 
	208,201

	
	
	

	
	3,533,178
	3,338,512


Over 99% (2013 as restated: 99%) of the Group’s non-current assets are located in the PRC and therefore the analysis of non-current assets by geographical location of the assets is not presented.
Information about major customers

The Group’s customer base includes a wide range of different customers. During the year ended 31 December 2014 and 2013, the Group had no single customer that contributed 10% or more of the Group’s revenue. Therefore, there was no significant concentration of source of income from a particular customer.

4.    FINANCE COSTS
	
	2014
	2013

	
	RMB’000
	RMB’000

	
	
	(Restated)

	Interest on:
	
	

	- Bank loans wholly repayable within 5 years
	36,323
	27,918

	·  Government loans wholly repayable within 5 years
	1,197
	1,197

	·  Loan from ultimate holding company
	40,850
	40,850

	
	
	

	
	78,370
	69,965

	Less: interest capitalised on the specific borrowing pool at a rate of 5.85 – 6.40% (2013: 5.85 – 6.40%) per annum
	(3,553)
	(3,965)

	
	
	

	
	74,817
	66,000

	Discount charges on bank acceptance notes
	-
	3,627

	Other incidental borrowing costs
	2,973
	2,100

	
	
	

	
	77,790
	71,727


5.    INCOME TAX EXPENSE

	
	2014
	2013

	
	RMB’000
	RMB’000

	
	
	(Restated)

	PRC enterprise income tax (“EIT”)
	
	

	   - Current
	29,638
	12,468

	   - Under-provision in prior years
	3,412
	2,290

	
	
	

	
	33,050
	14,758

	
	
	

	Deferred tax
	(10,034)
	(488)

	
	
	

	
	23,016
	14,270


Under the Law of the PRC on EIT (the “EIT Law”) and Implementation Regulation of the EIT Law, the tax rate of the PRC companies is 25% for both years. 

No provision for Hong Kong profits taxation has been made as the Group’s income neither arise in, nor is derived from, Hong Kong.
Pursuant to the relevant laws and regulations in the PRC, the Company was accredited as a high-tech enterprise. The accreditation is valid for three years. The Company is entitled to the preferential tax rate of 15% for a period of three years from 1 January 2011 to 31 December 2013. In the current year, the accreditation is extended for three years from 1 January 2014 to 31 December 2016.
Pursuant to the relevant laws and regulations in the PRC, the Group’s subsidiary, Xincat, operating in the PRC was accredited as a high-tech enterprise. The accreditation is valid for three years. Xincat entitled to the preferential tax rate of 15% for a period of three years from 1 January 2014 to 31 December 2016.
The tax charge for the year can be reconciled to the profit before tax per the consolidated income statement as follows:
	
	2014
	2013

	
	RMB’000
	RMB’000

	
	
	(Restated)

	Profit before tax
	90,589
	63,246

	
	
	

	Tax at the domestic income tax rate of 25% (2013: 25%)
	22,647
	15,812

	Effect of preferential tax rate in the PRC
	(3,684)
	(6,049)

	Effect of different tax rates of subsidiaries operating in 
other jurisdictions
	(156)
	(92)

	Tax effect of income not taxable for tax purpose
	(842)
	(1,529)

	Tax effect of expenses not deductible for tax purpose
	3,424
	5,877

	Tax effect of additional allowance (Note)
	(2,423)
	(1,819)

	Tax effect of tax losses not recognised
	1,802
	_-

	Tax effect of deductible temporary differences not recognised
	539
	735

	Utilisation of deductible temporary differences not previously recognised
	(363)
	(4)

	Utilisation of tax losses not previously recognised
	(1,340)
	(951)

	Under-provision in prior years
	3,412
	2,290

	
	
	

	Tax charge for the year
	23,016
	14,270


Note: 
The amount represents the tax effect of additional tax allowance granted to the Group in respect of research and development expenditure as stipulated in the relevant tax rules in the PRC.
6.    PROFIT FOR THE YEAR

Profit for the year has been arrived at after charging (crediting):
	
	2014
	2013

	
	RMB’000
	RMB’000

	
	
	(Restated)

	Depreciation for property, plant and equipment
	185,776
	175,209

	Depreciation for investment properties
	4,243
	4,980

	Amortisation of prepaid lease payments on land use rights
	6,916
	6,568

	Amortisation of intangible assets
	3,871
	3,877

	
	
	

	Total depreciation and amortisation
	200,806
	190,634

	
	
	

	Auditor’s remuneration
	840
	840

	Research and development costs recognised as an expense
	51,573
	49,323

	Operating lease rentals on land and buildings
	2,810
	2,008

	
	
	

	Impairment losses recognised in property, plant and equipment
	1,740
	290

	
	
	

	Impairment losses recognised in goodwill
	2,716
	-

	
	
	

	Impairment losses recognised in respect of trade and other receivables (Note 9)
	9,664
	6,175

	Loss  on disposal of property, plant and equipment and prepaid lease payments on land use rights
	61,381
	-

	
	
	

	Reversal of allowance for inventories (included in cost of sales)
	(6,549)
	(12,926)

	Write-down of inventories (included in cost of sales)
	2,261
	7,836

	Staff costs (excluding directors’, chief executive’s and supervisors’ emoluments) 
	430,068
	347,872

	Cost of inventories recognised as an expense
	2,801,880
	2,747,967


7.    DIVIDENDS
	
	2014
	2013

	
	RMB’000
	RMB’000

	
	
	

	Dividends recognised as distribution during the year:
	
	

	- 2013 final dividend: RMB0.02 per share
	9,146
	-

	- 2012 final dividend: RMB0.01 per share
	-
	4,573

	
	
	

	
	9,146
	4,573


For the year ended 31 December 2014, final dividend of RMB0.02 (2013: RMB0.02) per share (approximately HK$0.025(2013: HK$0.025) per share, including income tax of A shares) on 307,312,830 A shares and 150,000,000 H shares has been proposed by the directors of the Company and is subject to approval by shareholders at the annual general meeting and has been included as a dividend reserve in the consolidated financial statements.

8.    EARNINGS PER SHARE
The calculation of the basic earnings per share is based on the Group’s profit for the year attributable to the owners of the Company of approximately RMB49,964,000 (2013 as restated:RMB38,138,000) and based on the weighted average number of 457,312,830 (2013: 457,312,830) shares in issue during the year.

Basic earnings per share and diluted earnings per share for two years ended 31 December 2014 and 2013 are the same as there were no dilutive events existed during both years.

9.     TRADE AND OTHER RECEIVABLES
	
	2014
	2013

	
	RMB’000
	RMB’000

	
	
	(Restated)

	Trade and bills receivables
	497,506
	481,170

	Less : Allowance for doubtful debts of trade receivables
	(61,927)
	(65,780)

	
	
	

	
	435,579
	415,390

	
	
	

	Other receivables, deposits and prepayments
	82,827
	80,536

	VAT recoverable
	4,368
	10,329

	Consideration receivable on disposal of land use rights
	8,000
	8,000 

	Less : Allowance for doubtful debts of other receivables
	(23,503)
	(14,207)

	
	
	

	
	71,692
	84,658

	
	
	

	Total trade and other receivables
	507,271
	500,048


The Group does not hold any collateral over these balances.

Included in the trade receivables are the following amounts denominated in foreign currencies other than the functional currencies of the relevant group entities to which they relate: 

	
	2014
	2013

	
	RMB ’000
	RMB ’000

	
	
	(Restated)

	USD
	157,751
	180,239

	GBP
	3,022
	4,911

	EUR
	381
	-


The Group’s revenue from export sales is on letter of credit or documents against payment. The credit period is agreed upon and stipulated in the sales contract. Except for some particular customers where payment in advance is normally required, the Group allows an average credit period of 30days to its local trade customers and 90 days for local hospital customers.
The following is an aged analysis of the trade and bills receivables net of allowance for doubtful debts presented based on the invoice date, which approximated to the revenue recognition dates, at the end of the reporting period.
	
	2014
	2013

	
	RMB’000
	RMB’000

	
	
	(Restated)

	Within one year
	434,825
	413,599

	More than one year but within two years
	420
	961

	More than two years but within three years
	334
	830

	
	
	

	Total
	435,579
	415,390


Included in the Group’s trade and bills receivable balance are debtors with aggregate carrying amount of approximately RMB10,453,000 (2013 as restated: RMB14,893,000) which are past due as at the reporting date for which the Group has not provided for impairment loss.

In respect of trade and bill receivables, individual credit evaluations are performed on all customers requiring credit over a certain amount. These evaluations focus on the customers’ past history of making payments when due and current liability to pay, and take into account information specific to the customer as well as pertaining to the economic environment in which the customers operate. 98% (2013 as restated: 96%) of the trade and bill receivables that are neither past due nor impaired have good settlement history under the Group’s individual credit evaluations. 

Ageing of trade receivables which are past due but not impaired
	
	2014
	2013

	
	RMB’000
	RMB’000

	
	
	(Restated)

	Within one year
	9,804
	14,163

	More than one year but within two years
	345
	204

	More than two years but within three years
	304
	526

	
	
	

	Total
	10,453
	14,893


Receivables that were past due but not impaired relate to a number of independent customers that have a good track record with the Group.  Based on past experience, management believes that no impairment allowance is necessary in respect of these balances as there has not been a significant change in credit quality and the balances are still considered fully recoverable.  

Movements in the allowance for doubtful debts of trade receivables
	
	2014
	2013

	
	RMB’000
	RMB’000

	
	
	(Restated)

	At 1 January
	65,780
	67,274

	Impairment losses reversed
	(4,114)
	(1,409)

	Amounts written off as uncollectible
	(104)
	(856)

	Impairment losses recognised
	365
	771

	
	
	

	At 31 December
	61,927
	65,780


In determining the recoverability of trade receivables, the Group considers any change in the credit quality of the trade receivables from the date credit was initially granted up to the end of the reporting period. The concentration of credit risk is limited due to the customer base being large and unrelated.
Included in the allowance for doubtful debts are individually impaired trade receivables with an aggregate balance of approximately RMB61,927,000 (2013 as restated: RMB 65,780,000) which were found to be under severe financial difficulties.
Movements in the allowance for doubtful debts of other receivables

	
	2014
	2013

	
	RMB’000
	RMB’000

	
	
	(Restated)

	At 1 January
	14,207
	8,887

	Impairment losses reversed
	(3)
	(44)

	Amounts written off as uncollectible
	-
	(40)

	Impairment loss recognised
	9,299
	5,404

	
	
	

	At 31 December
	23,503
	14,207


Included in the allowance for doubtful debts are individually impaired other receivables with an aggregate balance of approximately RMB23,503,000 (2013 as restated: RMB 14,207,000) which were found to be under severe financial difficulties. 

As at 31 December 2014, certain secured bank loans were secured by trade and bills receivables of the Group with an aggregate carrying values of nil (2013 as restated: RMB61,579,000) (Note 36).

As at 31 December 2014, bills receivable of approximately RMB6,000,000 was pledged to bank to secure banking facilities granted to the Group in respect of bills issuance and operation.

10.    TRADE AND OTHER PAYABLES

	
	2014
	2013

	
	RMB’000
	RMB’000

	
	
	(Restated)

	Trade payables
	473,920
	377,632

	Other payables and accrued charges
	102,046
	84,047

	Accrued construction expenses
	162,025
	118,533

	
	
	

	
	737,991
	580,212


The following is an aged analysis of trade payables presented based on the invoice date at the end of the reporting period. 
	
	2014
	2013

	
	RMB’000
	RMB’000

	
	
	(Restated)

	Within one year
	465,803
	369,239

	More than one year but less than two years
	2,744
	3,400

	More than two years but less than three years
	1,574
	2,247

	Over three years

	3,799
	2,746

	
	
	

	
	473,920
	377,632


The average credit period on purchases of goods is approximately 30 days. The Group has financial risk management policies in place to ensure that all payables are settled within the credit timeframe.
11.    RELATED PARTY TRANSACTIONS
(a)
Except as disclosed elsewhere in the consolidated financial statements, the other significant related party transactions, which were carried out in the normal course of the Group’s business are detailed as follows:

	
	2014
	2013

	
	RMB’000
	RMB’000

	
	
	（Restated）

	Immediate holding company:
	
	

	SXPGC:
	
	

	- Payment of annual trademark licence fee 

(Note i)
	10,300
	10,300

	- Rental expense
	500
	500

	- Acquisition of land use rights, buildings, construction in progress and equipment
	26,220
	-

	
	
	

	Ultimate holding company:
	
	

	Hualu:
	
	

	- Interest expenses on loan from ultimate holding company
	40,850
	40,850

	- Share of underwriting expenses of loan from ultimate holding company
	2,100
	2,100

	
	
	

	Fellow subsidiaries:
	
	

	- Sale of water, electricity, steam and waste materials
	12,444
	7,680

	- Sale of bulk pharmaceuticals and chemical products
	-
	60,972

	- Purchase of raw materials
	94,275
	70,286

	- - Mechanical and electrical engineering services income
	89
	-

	- Rental expense
	108
	-

	
	
	

	Non-controlling interest shareholders:
	
	

	- Purchase of customer list
	-
	2,439

	- Sale of bulk pharmaceuticals and chemical raw materials
	140,764
	141,659


Notes:

1. On 7 December 1996, the Group was granted the exclusive right to use the trademark “Xinhua” (“Trademark”) by SXPGC for its existing and future products in and outside the PRC at an initial annual fee of RMB600,000 increasing at the rate of an extra RMB100,000 per year until the annual fee reaches the cap amount of RMB1,100,000, which shall stay as such until the agreement is terminated. The terms of the agreement shall continue to have effect during the validity period of the Trademark, being 28 February 2013, subject to further renewal of the registration of the Trademark.

On 23 March 2012, the Group entered into the supplemental trademark licence agreement with SXPGC, pursuant to which the annual licence fee to use the Trademark is RMB10,000,000 for the period between 1 April 2012 to 31 December 2014. Other terms of the trademark licence agreement remain unchanged.

Xincat entered into the trademark licence agreement with SXPGC, pursuant to which the annual licence fee to use the Trademark is RMB300,000 for the period between 1 January 2013 to 31 December 2016.

2. The Group operates in an economic environment predominated by enterprises directly or indirectly owned or controlled by the PRC government through its numerous authorities, affiliates or other organisations (collectively “State-owned Enterprises”). During the year ended 31 December 2014, the Group had transactions with State-owned Enterprises including, but not limited to, sales of pharmaceutical products and purchases of raw materials. The directors of the Company consider that transactions with other State-owned Enterprises are activities in the ordinary course of business, and that dealings of the Group have not been significantly controlled or owned by the PRC government. The Group has also established pricing policies for products and such pricing policies do not depend on whether or not the customers are State-owned Enterprises. Having due regard to the substance of the relationships, the directors of the Company are of the opinion that none of these transactions is a material related party transaction that requires separate disclosure.

(b)
As at 31December 2014, the ultimate holding company provides guarantee in respect of bank loans to the Group amounted to RMB293,158,000 (2013 as restated: RMB169,157,000).
As at 31December 2014, the immediate holding company provides guarantee in respect of bank loans to the Group is nil (2013 as restated: RMB25,000,000).
(c)
Compensation of key management personnel

The remuneration of directors and other members of key management during the year was as follows:

	
	2014
	2013

	
	RMB’000
	RMB’000

	
	
	

	Short-term benefits
	5,513
	4,280

	Post-employment benefits
	332
	266

	
	
	

	
	5,845
	4,546


The remuneration of directors and key executives is determined by the remuneration committee having regard to the performance of individuals and market trends.

12.
BUSINESS COMBINATION UNDER COMMON CONTROL

The Group adopts merger accounting for common control combinations in respect of the following transactions occurred during the year ended 31 December 2014.

On 29 September 2014, the Company had entered into the acquisition agreement with Hualu to acquire 40% equity interest of Xincat, which is principally engaged in in the business of manufacturing and trading of medicine in the PRC, at a consideration of RMB102,000,000 by cash, The acquisition has been completed on 23 October 2014.

The immediate holding company of Xincat prior to the acquisition by the Group is Hualu while Hualu is the ultimate holding company of the Group. As the Group had held 20% equity interest in Xincat immediately before this transaction, Xincat becomes a subsidiary of the Group after this acquisition. The aforesaid transactions are regarded as business combinations under common control.

No significant adjustments were made to the net assets and net results of Xincat as a result of the common control combination to achieve consistency of accounting policies.

	
	The Group

(excluding

Xincat)
	Xincat
	Adjustment
	The Group

(including

Xincat)

	
	RMB’000
	RMB’000
	RMB’000
	RMB’000

	
	(as originally

reported)
	
	(Note)
	(Restated)

	As at 31 December 2014
	
	
	
	

	
	
	
	
	

	Non-current assets
	
	
	
	

	Intangible assets
	9,377 
	            -   
	               -   
	9,377 

	Property, plant and equipment
	1,924,479 
	54,792 
	(1,106)
	1,978,165 

	Construction in progress
	177,599 
	183 
	 -   
	177,782 

	Prepaid lease payments on land use rights
	286,087 
	7,631 
	(212)
	293,506 

	Investment properties
	69,585 
	            -   
	               -   
	69,585 

	Interest in an associate
	67,400 
	            -   
	(67,400)
	             -   

	Available-for-sale financial assets
	220,591 
	            -   
	               -   
	220,591 

	Deferred tax assets
	23,591 
	2,081 
	199 
	25,871 

	Prepayments for acquisition of land use rights
	15,400
	-
	-
	15,400

	
	
	
	
	

	
	2,794,109 
	64,687 
	(68,519)
	2,790,277 

	Current assets
	
	
	
	

	Inventories 
	480,760 
	33,802 
	               -   
	514,562 

	Properties under development
	74,326 
	            -   
	               -   
	74,326 

	Trade and other receivables
	487,984 
	19,287 
	               -   
	507,271 

	Prepaid lease payments on land use rights
	7,555 
	315 
	(12)
	7,858 

	Amounts due from fellow subsidiaries
	5,638 
	8,654 
	(8,654)
	5,638 

	Tax recoverable
	167 
	315 
	               -   
	482 

	Short-term deposits
	             -   
	20,334 
	               -   
	20,334 

	Restricted bank balances
	26,685 
	20,740 
	               -   
	47,425 

	Bank balances and cash
	264,676 
	16,669 
	               -   
	281,345 

	
	
	
	
	

	
	1,347,791 
	120,116 
	(8,666)
	1,459,241 

	Current liabilities
	
	
	
	

	Trade and other payables
	692,964 
	45,027 
	               -   
	737,991 

	Dividend payables
	5,311
	-
	-
	5,311

	Amounts due to fellow subsidiaries
	5,019 
	4,339 
	
	9,358 

	Amount due to subsidiaries
	8,654 
	            -   
	(8,654)
	             -   

	Amount due to ultimate holding company
	13,000 
	            -   
	               -   
	13,000 

	Tax payable
	6,516 
	            -   
	               -   
	6,516 

	Provisions
	-
	9,440
	-
	9,440

	Loan from ultimate holding company
	199,400 
	            -   
	               -   
	199,400 

	Borrowings 
	639,487 
	            -   
	               -   
	639,487 

	
	
	
	
	

	
	1,570,351 
	58,806 
	(8,654)
	1,620,503 

	
	
	
	
	

	Net current  liabilities
	(222,560)
	61,310 
	(12)
	(161,262)

	
	
	
	
	

	Total assets less current liabilities
	2,571,549 
	125,997 
	(68,531)
	2,629,015 


	
	The Group

(excluding

Xincat)
	Xincat
	Adjustment
	The Group

(including

Xincat)

	
	RMB’000
	RMB’000
	RMB’000
	RMB’000

	
	
	
	(Note)
	

	As at 31 December 2014 (Continued)
	
	
	
	

	
	
	
	
	

	Capital and reserves
	
	
	
	

	Share capital
	457,313 
	84,930 
	(84,930)
	457,313 

	Reserves
	1,354,041 
	41,067 
	(35,851)
	1,359,257 

	Proposed final dividend
	9,146
	-
	-
	9,146

	
	
	
	
	

	Equity attributable to owners of the Company
	1,820,500 
	125,997 
	(120,781)
	1,825,716 

	Non-controlling interests
	38,929 
	            -   
	52,250 
	91,179 

	
	
	
	
	

	Total equity
	1,859,429 
	125,997 
	(68,531)
	1,916,895 

	
	
	
	
	

	Non-current liabilities
	
	
	
	

	Deferred tax liabilities
	15,885 
	            -   
	               -   
	15,885 

	Loan from ultimate holding company
	497,000 
	            -   
	               -   
	497,000 

	Borrowings
	138,949 
	            -   
	               -   
	138,949 

	Deferred income
	60,286 
	            -   
	               -   
	60,286 

	
	
	
	
	

	
	712,120 
	            -   
	               -   
	712,120 

	
	
	
	
	

	
	2,571,549 
	125,997 
	(68,531)
	2,629,015 


	
	The Group

(excluding

Xincat)
	Xincat
	Adjustment
	The Group

(including

Xincat)

	
	RMB’000
	RMB’000
	RMB’000
	RMB’000

	
	(as originally

reported)
	
	(Note)
	(Restated)

	As at 31 December 2013
	
	
	
	

	
	
	
	
	

	Non-current assets
	
	
	
	

	Intangible assets
	13,248
	-
	-
	13,248

	Property, plant and equipment
	1,409,625
	45,741
	(1,182)
	1,454,184

	Construction in progress
	540,030
	453
	
	540,483

	Prepaid lease payments on land use rights
	249,532
	3,570
	(224)
	252,878

	Investment properties
	63,926
	-
	-
	63,926

	Interest in an associate
	24,910
	-
	(24,910)
	-

	Available-for-sale financial assets
	127,412
	-
	-
	127,412

	Deferred tax assets
	18,705
	2,045
	213
	20,963

	Goodwill
	2,716
	-
	-
	2,716

	Prepayments for acquisition of buildings
	-
	7,399
	-
	7,399

	Prepayments for acquisition of land use rights
	15,400
	-
	-
	15,400

	
	
	
	
	

	
	2,465,504
	59,208
	(26,103)
	2,498,609

	Current assets
	
	
	
	

	Inventories 
	457,676
	29,574
	-
	487,250

	Properties under development
	74,316
	-
	-
	      74,316 

	Trade and other receivables
	460,425
	39,309
	314
	500,048

	Prepaid lease payments on land use rights
	6,363
	167
	(12)
	6,518

	Amounts due from immediate holding company
	-
	15,467
	-
	15,467

	Amounts due from fellow subsidiaries
	9,717
	447
	(446)
	9,718

	Tax recoverable
	3,817
	4
	-
	3,821

	Restricted bank balances
	97,901
	14,500
	-
	112,401

	Bank balances and cash
	282,822
	28,204
	-
	311,026

	
	
	
	
	

	
	1,393,037
	127,672
	(144)
	1,520,565

	Current liabilities
	
	
	
	

	Trade and other payables
	540,533
	39,679
	-
	580,212

	Dividend payables
	5,311
	-
	-
	5,311

	Amounts due to fellow subsidiaries
	4,607
	9
	-
	4,616

	Amount due to an associate
	25
	-
	(25)
	             -   

	Amount due to immediate holding company
	-
	74
	(74)
	-

	Tax payable
	1,190
	-
	-
	1,190

	Provisions
	-
	9,440
	-
	9,440

	Borrowings 
	475,666
	25,000
	-
	500,666

	
	
	
	
	

	
	1,027,332
	74,202
	(99)
	1,101,435

	
	
	
	
	

	Net current assets
	365,705
	53,470
	(45)
	419,130

	
	
	
	
	

	Total assets less current liabilities
	2,831,209
	112,678
	(26,148)
	2,917,739


	
	The Group

(excluding

Xincat)
	Xincat
	Adjustment
	The Group

(including

Xincat)

	
	RMB’000
	RMB’000
	RMB’000
	RMB’000

	
	
	
	(Note)
	

	As at 31 December 2013 (Continued)
	
	
	
	

	
	
	
	
	

	Capital and reserves
	
	
	
	

	Share capital
	457,313
	84,930
	(84,930)
	457,313

	Reserves
	1,298,858
	27,748
	15,758
	1,342,364

	Proposed final dividend
	9,146
	-
	-
	9,146

	
	
	
	
	

	Equity attributable to owners of the Company
	1,765,317
	112,678
	(69,172)
	1,808,823

	Non-controlling interests
	37,290
	-
	43,024
	80,314

	
	
	
	
	

	Total equity
	1,802,607
	112,678
	(26,148)
	1,889,137

	
	
	
	
	

	Non-current liabilities
	
	
	
	

	Deferred tax liabilities
	7,034
	-
	-
	7,034

	Loan from ultimate holding company
	694,300
	-
	-
	694,300

	Borrowings
	194,467
	-
	-
	194,467

	Deferred income
	132,801
	-
	-
	132,801

	
	
	
	
	

	
	1,028,602
	-
	-
	1,028,602

	
	
	
	
	

	
	2,831,209
	112,678
	(26,148)
	2,917,739


	
	The Group

(excluding

Xincat)
	Xincat
	Adjustment
	The Group

(including

Xincat)

	
	RMB’000
	RMB’000
	RMB’000
	RMB’000

	
	(as originally
reported)
	
	(Note)
	(Restated)

	As at 1 January  2013
	
	
	
	

	
	
	
	
	

	Non-current assets
	
	
	
	

	Intangible assets
	14,686 
	          -   
	     -   
	14,686 

	Property, plant and equipment
	1,426,187 
	49,118 
	(1,258)
	1,474,047 

	Construction in progress
	273,977 
	390 
	     -   
	274,367 

	Prepaid lease payments on land use rights
	235,658 
	3,737 
	(236)
	239,159 

	Investment properties
	68,906 
	          -   
	     -   
	68,906 

	Interest in an associate
	24,963 
	          -   
	(24,963)
	         -   

	Available-for-sale financial assets
	156,303 
	          -   
	     -   
	156,303 

	Deferred tax assets
	19,168 
	2,044 
	226 
	21,438 

	Goodwill
	2,716 
	          -   
	     -   
	2,716 

	Prepayments for acquisition of land use rights
	63,555 
	          -   
	     -   
	63,555 

	
	
	
	
	

	
	2,286,119 
	55,289 
	(26,231)
	2,315,177 

	Current assets
	
	
	
	

	Inventories 
	489,673 
	34,745 
	     -   
	524,418 

	Trade and other receivables
	428,468 
	28,101 
	(60)
	456,509 

	Prepaid lease payments on land use rights
	5,840 
	167 
	(12)
	5,995 

	Amounts due from immediate holding company
	            -   
	19,827 
	     -   
	19,827 

	Amounts due from fellow subsidiaries
	3,971 
	514 
	(514)
	3,971 

	Tax recoverable
	3,275 
	          -   
	     -   
	3,275 

	Restricted bank balances
	46,600 
	4,300 
	     -   
	50,900 

	Bank balances and cash
	375,544 
	38,944 
	     -   
	414,488 

	
	
	
	
	

	
	1,353,371 
	126,598 
	(586)
	1,479,383 

	Current liabilities
	
	
	
	

	Trade and other payables
	522,747 
	22,196 
	     -   
	544,943 

	Dividend payables
	5,311
	-
	-
	5,311

	Amounts due to fellow subsidiaries
	1,484 
	1,074 
	     -   
	2,558 

	Amount due to an associate
	514 
	 -   
	(514)
	 -   

	Amount due to ultimate holding company
	13,500 
	 -   
	 -   
	13,500 

	Tax payable
	883 
	1,842 
	 -   
	2,725 

	Provisions
	-
	9,440
	-
	9,440

	Borrowings 
	493,370 
	35,000 
	 -   
	528,370 

	
	
	
	
	

	
	1,037,809 
	69,552 
	(514)
	1,106,847 

	
	
	
	
	

	Net current assets
	315,562 
	57,046 
	(72)
	372,536 

	
	
	
	
	

	Total assets less current liabilities
	2,601,681 
	112,335 
	(26,303)
	2,687,713 


	
	The Group

(excluding

Xincat)
	Xincat
	Adjustment
	The Group

(including

Xincat)

	
	RMB’000
	RMB’000
	RMB’000
	RMB’000

	
	
	
	(Note)
	

	As at 1 January 2013 (Continued)
	
	
	
	

	
	
	
	
	

	Capital and reserves
	
	
	
	

	Share capital
	457,313 
	84,930 
	(84,930)
	457,313 

	Reserves
	1,282,204 
	27,405 
	13,693 
	1,323,302 

	Proposed final dividend
	4,573 
	          -   
	     -   
	4,573 

	
	
	
	
	

	Equity attributable to owners of the Company
	1,744,090 
	112,335 
	(71,237)
	1,785,188 

	Non-controlling interests
	39,701 
	          -   
	44,934 
	84,635 

	
	
	
	
	

	Total equity
	1,783,791 
	112,335 
	(26,303)
	1,869,823 

	
	
	
	
	

	Non-current liabilities
	
	
	
	

	Deferred tax liabilities
	12,331 
	          -   
	     -   
	12,331 

	Loan from ultimate holding company
	496,500 
	          -   
	     -   
	496,500 

	Borrowings
	221,147 
	          -   
	     -   
	221,147 

	Deferred income
	87,912 
	          -   
	     -   
	87,912 

	
	
	
	
	

	
	817,890 
	          -   
	     -   
	817,890 

	
	
	
	
	

	
	2,601,681 
	112,335 
	(26,303)
	2,687,713 


	
	The Group

(excluding

Xincat)
	Xincat
	Adjustment
	The Group

(including

Xincat)

	
	RMB’000
	RMB’000
	RMB’000
	RMB’000

	
	(as originally

reported)
	
	(Note)
	(Restated)

	Results for the year ended 31 December 2014
	
	
	
	

	
	
	
	
	

	Revenue
	3,301,665 
	232,584 
	(1,071)
	3,533,178 

	Cost of sales
	(2,674,341)
	(139,430)
	1,160 
	(2,812,611)

	
	
	
	
	

	Gross profit
	627,324 
	93,154 
	89 
	720,567 

	Investment income
	14,392
	851
	(4,015)
	11,228 

	Other income
	128,348 
	577 
	               -   
	128,925 

	Other expenses
	(92,926)
	69 
	               -   
	(92,857)

	Distribution and selling expenses
	(263,891)
	(53,872)
	               -   
	(317,763)

	Administrative expenses
	(262,082)
	(19,639)
	               -   
	(281,721)

	Finance costs
	(77,307)
	(483)
	               -   
	(77,790)

	
	
	
	
	

	Profit before tax
	73,858 
	20,657 
	(3,926)
	90,589 

	Income tax expense
	(20,293)
	(2,709)
	(14)
	(23,016)

	
	
	
	
	

	Profit for the year
	53,565 
	17,948 
	(3,940)
	67,573 

	
	
	
	
	

	Profit for the year attributable to:
	
	
	  
	

	Owners of the Company
	49,810 
	17,948 
	(17,794)
	49,964 

	Non-controlling interests
	3,755 
	            -   
	13,854 
	17,609 

	
	
	
	
	

	
	53,565 
	17,948 
	(3,940)
	67,573 

	
	
	
	
	


	
	The Group

(excluding

Xincat)
	Xincat
	Adjustment
	The Group

(including

Xincat)

	
	RMB’000
	RMB’000
	RMB’000
	RMB’000

	
	(as originally

reported)
	
	(Note)
	(Restated)

	Results for the year ended 31 December 2014 (Continued)
	
	
	
	

	
	
	
	
	

	Profit for the year
	53,565 
	17,948 
	(3,940)
	67,573 

	Other comprehensive (expense) income
	
	
	
	

	Items that maybe reclassified subsequently to profit or loss:
	-
	-
	-
	-

	Exchange differences arising on translation of a foreign operation
	(1,746)
	            -   
	               -   
	(1,746)

	Fair value (loss) gain arising on available-for-sale financial assets 
	93,179 
	            -   
	               -   
	93,179 

	Income tax relating to components of other  comprehensive income
	(13,977)
	            -   
	               -   
	(13,977)

	
	
	
	
	

	Other comprehensive (expense) income for the year, net of tax
	77,456 
	            -   
	               -   
	77,456 

	
	
	
	
	

	Total comprehensive income for the year
	131,021 
	17,948 
	(3,940)
	145,029 

	
	
	
	
	

	Owners of the Company
	127,885 
	17,948 
	(17,794)
	128,039 

	Non-controlling interests
	3,136 
	            -   
	13,854 
	16,990 

	
	
	
	
	

	
	131,021 
	17,948 
	(3,940)
	145,029 


	
	The Group

(excluding

Xincat)
	Xincat
	Adjustment
	The Group

(including

Xincat)

	
	RMB’000
	RMB’000
	RMB’000
	RMB’000

	
	(as originally

reported)
	
	(Note)
	(Restated)

	Results for the year ended 31 December 2013
	
	
	
	

	
	
	
	
	

	Revenue
	3,118,781
	220,746
	(1,015)
	3,338,512

	Cost of sales
	(2,626,865)
	(135,114)
	1,104
	(2,760,875)

	
	
	
	
	

	Gross profit
	491,916
	85,632
	89
	577,637

	Investment income
	7,415
	157
	-
	7,572

	Other income
	112,024
	73
	-
	112,097

	Other expenses
	(32,452)
	-
	-
	(32,452)

	Distribution and selling expenses
	(224,074)
	(52,352)
	-
	(276,426)

	Administrative expenses
	(236,942)
	(16,513)
	-
	(253,455)

	Finance costs
	(71,307)
	(420)
	-
	(71,727)

	Share of profit of an associate
	2,742
	-
	(2,742)
	-

	
	
	
	
	

	Profit before tax
	49,322
	16,577
	(2,653)
	63,246

	Income tax expense
	(12,028)
	(2,228)
	(14)
	(14,270)

	
	
	
	
	

	Profit for the year
	37,294
	14,349
	(2,667)
	48,976

	
	
	
	
	

	Profit for the year attributable to:
	
	
	  
	

	Owners of the Company
	35,730
	14,349
	（11,941)        
	38,138

	Non-controlling interests
	1,564
	-
	9,274
	10,838

	
	
	
	
	

	
	37,294
	14,349
	(2,667)
	48,976

	
	
	
	
	


	
	The Group

(excluding

Xincat)
	Xincat
	Adjustment
	The Group

(including

Xincat)

	
	RMB’000
	RMB’000
	RMB’000
	RMB’000

	
	(as originally

reported)
	
	(Note)
	(Restated)

	Results for the year ended 31 December 2013 (Continued)
	
	
	
	

	
	
	
	
	

	Profit for the year
	37,294
	14,349
	(2,667)
	48,976

	Other comprehensive (expense) income
	
	
	
	

	Items that maybe reclassified subsequently to profit or loss:
	-
	-
	-
	-

	Exchange differences arising on translation of a foreign operation
	(456)
	-
	-
	(456)

	Fair value (loss) gain arising on available-for-sale financial assets 
	(28,891)
	-
	-
	(28,891)

	Income tax relating to components of other  comprehensive income
	4,334
	-
	-
	4,334

	
	
	
	
	

	Other comprehensive (expense) income for the year, net of tax
	(25,013)
	-
	-
	(25,013)

	
	
	
	
	

	Total comprehensive income for the year
	12,281
	14,349
	(2,667)
	23,963

	
	
	
	
	

	Owners of the Company
	10,800
	14,349
	(11,941)
	13,208

	Non-controlling interests
	1,481 
	-
	9,274
	10,755 

	
	
	
	
	

	
	12,281
	14,349
	(2,667)
	23,963


Note： The adjustment comprise of elimination of the inter-group transactions and inter-group current accounts, elimination of the net assets of Xincat against the investment cost and non-controlling interests.The fair value of consideration for the acquisition of 40% equity interest of Xincat amounted to approximately RMB102,000,000.

	Net cash outflow from business combinations
	RMB’000

	
	

	Cash consideration paid
	102,000


Earnings per share – basic and diluted

The effects of adoption merger accounting for common control combination on the Group’s basic and diluted earnings per share for the year ended 2014 and 2013:
	
	2014
	2013

	
	RMB
	RMB

	
	
	(Restated)

	
	
	

	Reported figures before adjustments
	0.109
	0.078

	Adjustments arising on common control combination
	-
	0.005

	
	
	

	Restated figures after adjustments
	0.109
	0.083


By Order of the Board

Shandong Xinhua Pharmaceutical Company Limited
Zhang Daiming
Chairman
27 March 2015, Zibo, PRC
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