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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）
FIRST QUARTER RESULTS OF 2018
（for the period commencing from 1 January 2018 to 31 March 2018）
This announcement is made pursuant to rules 13.09 and 13.10B of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the ‘‘Listing Rules’’) and the Inside Information Provisions (as defined under the Listing Rules) under Part XIVA of the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong).

The board of directors (the “Board”) of Shandong Xinhua Pharmaceutical Company Limited (the “Company”) hereby announces the unaudited consolidated results of the Company and its subsidiaries (the “Group”) for the 3 months ended 31 March 2018. The financial information set out in this announcement has been prepared in accordance with the CASBE (as defined under the Listing Rules) and has been reviewed and approved by the Audit Committee of the Board.

This announcement was prepared in both Chinese and English. In the event of any inconsistencies between the two versions, the Chinese version shall prevail.

A. UNAUDITED RESULTS DURING THE REPORTING PERIOD 

1. KEY ACCOUNTING AND FINANCIAL DATA

	
	As at 31 Mar 2018
(Unaudited)

RMB Yuan
	As at 31 Dec 2017
(Audited)

RMB Yuan
	Change



	Total assets
	5,422,254,249.93
	5,273,647,124.63
	2.82%

	Net assets attributable to the shareholders of the Company
	2,514,624,527.68
	2,480,023,776.59
	1.40%


	
	Jan- Mar 2018
(Unaudited)

RMB Yuan
	Jan- Mar 2017
(Unaudited)

RMB Yuan
	Change



	Operating income
	1,417,348,459.35
	1,295,383,415.66
	9.42%

	Net profits attributable to the shareholders of the Company
	67,593,570.18
	51,550,425.89
	31.12%

	Net profits attributable to the shareholders of the Company after deduction of non-recurring profit or loss
	65,231,667.77
	42,672,569.90
	52.87%

	Net cash flow from operating activities
	（4,063,722.33）
	54,305,762.76
	-107.48%

	Basic earnings per share 

(RMB Yuan / Share)
	0.14
	0.11
	27.27%

	Diluted earnings per share 

(RMB Yuan / Share)
	0.14
	0.11
	27.27%

	Ratio of weighted average return on net assets
	2.71%
	2.56%
	0.15%


2. PROFIT AND LOSS ACCOUNT 
	Items
	Jan- Mar 2018
	Jan- Mar 2017

	
	Consolidated

RMB Yuan

(Unaudited)


	Parent company

RMB Yuan

(Unaudited)
	Consolidated

RMB Yuan
(Unaudited)
	Parent company

RMB Yuan
(Unaudited)

	1.Total operating income
	1,417,348,459.35
	801,008,517.76
	1,295,383,415.66
	682,888,870.35

	Include: Operating income
	1,417,348,459.35
	801,008,517.76
	1,295,383,415.66
	682,888,870.35

	2.Total operating cost
	1,337,393,218.41
	722,041,019.53
	1,236,936,513.90
	629,466,784.04 

	Include: Operating cost
	1,012,624,493.50
	595,945,265.77
	945,943,210.71
	503,277,951.30 

	Business taxes and surcharges
	15,944,379.60
	8,857,629.90
	16,406,920.23
	9,536,875.42

	Selling expenses
	192,083,579.25
	18,739,120.38
	152,556,515.24
	15,551,588.32

	Administrative expenses
	94,797,386.37
	77,618,566.56
	106,151,166.96
	85,472,791.49

	Financial expenses
	21,943,379.69
	20,880,436.92
	15,878,700.76
	15,627,577.51

	Assets impairment
	-
	-
	-
	-

	Add:   Fair value change 
   income
	-
	-
	-
	-

	  Investment income
	807,270.99
	807,270.99
	50,054.83
	2,691,554.92

	Include: Investment income   of related ventures and joint ventures
	
	
	
	

	Gains from asset disposal
	101,286.71
	86,793.68
	7,682,682.96
	7,501,959.41

	Other incomes
	2,553,700.01
	2,553,700.01
	3,560,999.99
	3,560,999.99

	3. Operating profits
	83,417,498.65
	82,415,262.91
	69,740,639.54
	67,176,600.63

	Add: Non-operating income
	882,211.16
	685,257.18
	924,598.17
	858,438.03

	Less: Non-operating  expenses
	1,512,635.74
	1,447,734.87
	1,861,092.25
	1,155,935.47

	4. Profits before taxation
	82,787,074.07
	81,652,785.22
	68,804,145.46
	66,879,103.19

	Less: income tax expenses
	12,939,245.75
	12,247,917.78
	14,122,917.14
	9,492,555.18

	5. Net profits after taxation
	69,847,828.32
	69,404,867.44
	54,681,228.32
	57,386,548.01

	(1) Net profit from continued operations
	69,847,828.32
	69,404,867.44
	54,681,228.32
	57,386,548.01

	(2) Net profit from discontinued operations
	-
	-
	-
	-

	Net profits attributable to the equity holders of the parent company
	67,593,570.18
	-
	51,550,425.89
	-

	Minority interest
	2,254,258.14
	-
	3,130,802.43
	-

	6. Other comprehensive income after taxation
	（33,207,681.02）
	（32,042,089.60）
	2,615,625.45
	1,726,207.20

	Other comprehensive income after taxation belonging to the owners of parent company 
	（32,992,819.09）
	-
	2,645,682.52
	-

	(I) Other comprehensive income not subject to reclassification to profit or loss in future 
	-
	-
	-
	-

	1. Changes in net indebtedness or net assets after re-measurement of defined benefit plans 
	-
	-
	-
	-

	2.Share enjoyed in other comprehensive income not subject to reclassification to profit or loss in investee companies under equity method 
	-
	-
	-
	-

	 (II) Other comprehensive income to be reclassified to profit or loss in future 
	（32,992,819.09）
	（32,042,089.60）
	2,645,682.52
	1,726,207.20

	      1. Shares enjoyed in other comprehensive income to be reclassified to profit or loss in investee companies under equity method 
	-
	-
	-
	-

	      2. Profit or loss relating to change in fair value of financial assets available for sale 
	（32,042,089.60）
	（32,042,089.60）
	1,726,207.20
	1,726,207.20

	      3. Profit or loss relating    to held-to-maturity investment reclassified as 
available-for-sale financial assets 
	-
	-
	-
	-

	      4.Effective part of profit or loss on cash flow hedge
	-
	-
	-
	-

	      5.Conversion difference of foreign currency statement
	（950,729.49）
	-
	919,475.32
	-

	      6. Others
	-
	-
	-
	-

	Other comprehensive income after taxation belonging to the minority shareholders
	（214,861.93）
	
	（30,057.07）
	-

	7. Total comprehensive income
	36,640,147.30
	37,362,777.84
	57,296,853.77
	59,112,755.21

	  Total comprehensive income attributable to the shareholders of parent company
	34,600,751.09
	-
	54,196,108.41
	-

	Total comprehensive income attributable to the minority shareholders
	2,039,396.21
	-
	3,100,745.36
	-

	8. Earnings per share:
	
	
	
	

	(I) Basic earnings per share (RMB Yuan / Share)
	0.14
	-
	0.11
	-

	(II) Diluted earnings per share(RMB Yuan / Share)
	0.14
	-
	0.11
	-


B. CHANGES IN ACCOUNTING POLICIES TAKING EFFECT IN THE REPORTING PERIOD AND THEIR IMPACT 

The changes in the applicable accounting policies which took effect in the reporting period are as follows:

(i) The Ministry of Finance (the “Ministry of Finance”) of the People’s Republic of China (the “PRC”) amended the Accounting Standards for Enterprises No. 22 - Recognition and Measurement of Financial Instruments, the Accounting Standards for Enterprises No. 23 – Transfer of Financial Assets and the Accounting Standards for Enterprises No. 24 – Hedging by circulars No. 7, No. 8 and No. 9 [2017]; and

(ii)  The Ministry of Finance amended the Accounting Standards for Enterprises No. 37 – Presentation of Financial Instruments by Caihui [2017] No. 14 ;

The above policies have been implemented since 1 January 2018. From the implementation date that these standards took effect, enterprises shall perform classification and measurement of financial instruments in accordance with these accounting standards. If there are inconsistencies between the data of previous comparable financial statements and these accounting standards, no adjustments are required. The discrepancy between the original nominal value of the financial instruments and the new nominal value of the financial instruments on the implementation date of these accounting standards shall be included in the retained earnings at the beginning of the period or other comprehensive revenue of the reporting period during which these account standards were implemented;

The Ministry of Finance published the Accounting Standards for Enterprises No. 14 – Income by Caihui [2017]  No. 22
The above policies have been implemented since 1 January 2018. The standards stipulated that the enterprises which first implement the standards shall, pursuant to the accrued amounts affected by the first implementation of the accounting standard, adjust the amount of retained earnings and other items of the financial statements for the year first implemented these accounting standards, and no adjustment shall be made to the information in the comparable period. In the meantime, the enterprises shall disclose in the notes that the affected amount of the relevant items in the relevant financial statements when implementing the standards, as compared with the original regulations of the income-related accounting standard system. If there are significant impacts, the reasons shall be disclosed. 

Accounting policies adopted upon changes in accounting standards and their impacts
For the Accounting Standards for Enterprises No. 22 - Recognition and Measurement of Financial Instruments, the Accounting Standards for Enterprises No. 23 – Transfer of Financial Assets and the Accounting Standards for Enterprises No. 24 – Hedging and the Accounting Standards for Enterprises No. 37 – Presentation of Financial Instruments amended by the Ministry of Finance, the major amendments include: (1) by using the “business model” for holding of financial assets and “contractual cash flow characteristics” as the basis of determining the classification of financial assets, financial assets shall be classified into three types, namely financial assets measured at amortised cost, financial assets measured at fair value and its changes are recorded in other comprehensive income and financial asset measured at fair value through profit or loss of the current period; (2) the losses for impairment of financial assets is measured by “loss occurred approach” to “expected loss approach” so as to make impairment provisions for financial assets in a more timely and adequate manner, and reveal, prevent and control the credit risks of financial assets; (3) for financial assets such as investment in equity instrument not held for trading, which are measured at fair value and its changes are recorded in other comprehensive income, the portion subsequently measured in other comprehensive income shall not be transferred to current profit or loss and shall be accounted for as direct adjustment to retained earnings; (4) the relevant accounting hedge regulations have been amended to make the hedge accounting to fully reflect the risk management activities of an enterprise; (5) the judgement criteria and accounting treatment for transfer of financial assets are further clarified; (6) the disclosure requirements for financial instruments are adjusted accordingly.

For the Accounting Standards for Enterprises No. 14 – Income, the major amendments include: (1) consolidating the current revenue and construction contract standards into a unified revenue recognition model; (2) replacing the risk-and-reward approach with the transfer-of-control approach as the criteria for the time of revenue recognition; (3) providing a more accurate guidance for the accounting treatment of contract concerning multiple trading arrangements; (4) expressly formulates new policies to the revenue recognition and measurement of certain specific transactions (or matters).

It is expected that the accounting policies mentioned above will not result in material changes in the income recognition methods of the Company, and will not cause material impact on the current and previous net profit, total assets and net assets. The abovementioned changes in relevant accounting standards of financial instruments will not cause material impact on the retained earnings and other comprehensive income of the Company at the beginning of 2018, and it is not necessary to perform retrospective adjustment. 

Due to the changes in the abovementioned accounting standards, the Company is requied to make corresponding amendments to the original accounting policies from the commencement of this reporting period, and implement the abovementioned updated accounting policies. The Board has considered and approved the abovementioned changes in the applicable accounting policies as at the date of this announcement, and the data within the reporting period as disclosed in this announcement has adopted and reflected the updated accounting policies.
Shandong Xinhua Pharmaceutical Company Limited

By order of the Board of Directors

                                         Zhang Daiming

                                         Chairman

20 April 2018, Zibo, PRC
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