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NOTES:

1. GENERAL

The Company is incorporated in the Cayman Islands as an exempted company with limited liabilities and its shares are 

listed on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”).
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The Group has not early applied the following new and revised standards, amendments or interpretations that have been 

issued but are not yet effective.

HKFRSs (Amendments) Improvements to HKFRSs1
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The Group had received an advice from a tax expert that, the profits of that subsidiary for the financial years 2000 and 

2001 were neither arisen in nor derived from Hong Kong. The directors of the Company believes that the subsidiary 

has a reasonable likelihood of success in defending its position that the income derived is non-Hong Kong sourced and 

therefore, are not subject to Hong Kong Profits Tax. Accordingly, no provision for profits tax is required.

On 16 March 2007, the PRC promulgated the Law of the PRC on Enterprise Income Tax (the “New Law”). On 6 December 

2007, the State Council of the PRC issued Implementation Regulations of the New Law. Under the New Law and 

Implementation Regulation, the Enterprise Income Tax rate of the Group’s subsidiaries was reduced from 33% to 25% 

progressively from 1 January 2008 onwards. The relevant tax rates for the Group’s subsidiaries ranged from 15% to 25% 

(2007: 13% to 33%).

In accordance with the relevant regulations, approvals from relevant local tax bureaus and Foreign Enterprise Income Tax 

Law in the PRC, one (2007: two) subsidiaries operating in the PRC are entitled to exemption from PRC income tax in the 

first two years from the first profit-making year, followed by a 50% reduction of PRC income tax for the next three years 

and thereafter, preferential treatments which are subject to the relevant law and regulation.

One subsidiary obtained approval from the relevant tax bureau during the year ended 31 December 2008 and are qualified 

as a High and New Technology Enterprise which is subject to a tax rate of 15%. This subsidiary is subject to a tax rate of 

13% during the year ended 31 December 2007.
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8. DIVIDENDS
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Notes:

(a) The Group’s sales are on open account terms. The Group normally grants to its customers credit periods ranging from 90 days to 180 days 

which are subject to periodic review by management.

At the balance sheet date, the aging analysis of the trade and bills receivables net of impairment loss recognised was as follows:

 2008  2007

 HK$’000  HK$’000

Within 30 days 2008  





12

13. ACQUISITION OF SUBSIDIARIES

On 20 March 2008, the Group acquired the entire equity interest in Sichuan Hengtai Pharmaceutical Company Limited 

(“Sichuan Hengtai”) and its subsidiary (“Hengtai Group”) for a consideration of RMB200,000,000 (approximately 

HK$222,222,000). This acquisition has been accounted for using the purchase method. The amount of goodwill arising as 

a result of the acquisition was approximately HK$112,406,000.

The relevant information about the acquisition is as follows:

 Acquiree’s

 carrying

 amount before  Fair value

 combination  adjustment  Fair value

 HK$’000  HK$’000  HK$’000

Net assets acquired:
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MANAGEMENT DISCUSSION AND ANALYSIS

Business Review

During the year 2008, because of the completion on the acquisition of Sichuan Hengtai, the immediate direct effect had been 

benefited was significant synergies created in terms of financial performance, operation scale and corporate organization. The 

operation of Sichuan Hengtai had been consolidated in the reporting year, which enhancing the turnover and profits attributable 

to equity holders of the Company. The Group recorded a turnover of approximately HK$698 million, an increase of approximately 

38% as compared to HK$507 million last year. However, due to the uncertainties of renewing import drug license of Osteoform, 

the Group had to provide impairment amounted to approximately of HK$38 million on its goodwill. Profit attributable to equity 

holders only increased by approximately 21% to approximately HK$61.1 million. At tightened budget control, gross profit margin 

after selling and distribution expenses of the Group reached approximately 38% against approximately 31% last year. Basic 

earnings per share were HK3.94 cents (2007: HK3.27 cents). The Group’s financial position remained strong, with approximately 

HK$152 million of bank balance and cash as a provi5g5mber 2008.

Year 2008 was a rewarding year for pharmaceutical industry in China. On general environment, demand for higher living 

standard and health awareness are increasing resulted from the continuous improving on individual income and education level 

of Chinese citizen. Rural area development and increasing population in the cities also aggregate demand on pharmaceutical 

products from consumers. On the one hand, the pharmaceutical industry was still suffering from the adverse impact of the price 

cut on pharmaceutical products, while the emergence of OTC and tertiary end user market, the merger and acquisition activities 

in the pharmaceutical industry, and the rising importance of research and development of pharmaceutical products within the 

production chain, have all presented more market opportunities.

During the year under review, the Group continues to diversify product development, expand and optimize product range, 
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Flagship product

“Osteoform” – a compound calcium amino acid chelate capsule for the treatment of osteoporosis and calcium deficiency

Sales of our flagship product “Osteoform” increase steadily and the acquisition effect of Sichuan Hengtai, with a turnover of 
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“Agiolax” (Plantain and Senna Granules), a drug to restore the functions of the intestines

The Group had implemented the revised market strategy and re-appoint product agent in 2008. Agiolax had re-launched into the 

market in year 2008. Turnover duringhed i8 was  anroximrkely HK$11.2 millhe .0 Tw
(26)Tj
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0 (Sichuan Heng” � Tw
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Business Prospect

The PRC medical reform scheme (中國醫療改革方案) resolved to drive the growth of pharmaceutical industry by internal 

demand. The industry anticipated that medical expenditure attributed to the medical insurance of urban citizens will be increased 
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Exposure to foreign exchange risk and Currency policy
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Benefited from a shorter trade receivable credit periods and lower inventory level of Sichuan Hengtai, average trade receivable 
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CLOSURE OF BOOK


