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(a joint stock limited company incorporated in the People’s Republic of China with limited liability)

ANNUAL RESULTS ANNOUNCEMENT
FOR THE YEAR ENDED 31 DECEMBER 2001

The Growth Enterprise Market (“GEM”) of the Stock Exchange of Hong Kong Limited (“the Stock
Exchange”) has been established as a market designed to accommodate companies to which a high
investment risk may be attached. In particular, companies may list on GEM with neither a track record of
profitability nor any obligation to forecast future profitability. Furthermore, there may be risks arising out
of the emerging nature of companies listed on GEM and the business sectors or countries in which the
companies operate. Prospective investors should be aware of the potential risks of investing in such
companies and should make the decision to invest only after due and careful consideration. The greater
risk profile and other characteristics of GEM mean that it is a market more suited to professional and other
sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities traded on GEM may
be more susceptible to high market volatility than securities traded on Main Board and no assurance is
given that there will be a liquid market in the securities traded on GEM. The principal means of
information dissemination on GEM is publication on the Internet website operated by the Stock Exchange.
Listed companies are not generally required to issue paid annoncements in gazette newspapers.
Accordingly, prospective investors should note that they need to have access to the GEM website in order
to obtain up-to-date information on GEM-listed issuers.

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

This announcement, for which the directors of Tong Ren Tang Technologies Co. Ltd. collectively and
individually accept full responsibility, includes particulars given in compliance with the Rules Governing
the Listing of Securities on the Growth Enterprise Market of The Stock Exchange of Hong Kong Limited
for the purpose of giving information with regard to Tong Ren Tang Technologies Co. Ltd. The directors,
having made all reasonable enquiries, confirm that, to the best of their knowledge and belief:- (1) the
information contained in this announcement is accurate and complete in all material respects and not
misleading; (2) there are no other matters the omission of which would make any statement in this
announcement misleading; and (3) all opinions expressed in this announcement have been arrived at after
due and careful consideration and are founded on bases and assumptions that are fair and reasonable.



RESULTS HIGHLIGHTS

Tong Ren Tang Technologies Co. Ltd. (“the Company”) and its subsidiaries and its joint venture (hereafter
collectively referred to as the “Group”) mainly strives for the modernisation and internationalization of
traditional Chinese medicine by improving the existing Chinese medicinal products and developing natural
pharmaceuticals, while expanding the sales network and intergrating modern Chinese medicine into the
mainstream international pharmaceutical market. The Company is engaged in the development of
pharmaceutical technologies, manufacture and sales of Patent Medicine and biological formulations.
Given the household brand name of “[A] 1~ %% > with history of 333 years and the strict implementation of
cost-effective policies on production, the Group has achieved substantial growth in revenue and net profit
over the past few years. Revenue of RMB497,373,000 and net profit of RMB99,798,000 for the year ended
31 December 2001, representing an increase of 46.85% and 83.52% respectively as compared with the
same period in last year.



ANNUAL RESULTS

The Board of Directors of the Company are pleased to announce that the audited results of the Group for

the year ended 31 December 2001, together with the comparative figures for the corresponding period of

the previous financial year, as follows:

Revenue

Cost of sales

Gross profit

Distribution costs
Administrative expenses

Profit from operations

Finance income (cost), net
Share of results from associated company
Profit before taxation

Taxation

Income before minority interests

Minority interests in the net loss of
subsidiaries

Net profit for the year

Dividends declared after year end

Earnings per share — Basic and diluted

2001
RMB’000

497,373
(241,049)
256,324
(70,262)
(100,735)
85,327
7,614
(173)
92,768
6,910

99,678

120

99,798

(54,840)

RMBO0.55

2000
RMB 000

338,699
(173,218)
165,481
(35,424)
(62,267)
67,790

(1,164)

66,626
(12,247)

54,379

54,379

(38,388)

RMBO0.44




Notes:

Corporate Restructuring and Basis of Presentation

The Company was incorporated as a joint stock company with limited liability in the People’s
Republic of China (the “PRC”) on 22 March 2000 and, upon the placing of its H shares, were listed on
the GEM on 31 October 2000. In preparing for the listing of the Company’s H shares on the GEM,
Beijing Tongrentang Company Limited (“Tongrentang Ltd.”) underwent a restructuring (the
“Restructuring”), details of which are set out in the prospectus of the Company dated 24 October 2000
(the “Prospectus™).

The Restructuring was accounted for as a reorganisation of the Company as a continuing operation
and accordingly, the financial statements have been prepared as if the current structure of the
Company had been in existence throughout the year ended 31 December 2000, rather than from the
date on which the Restructuring was completed. The Company’s directors are of the opinion that the
financial statements prepared on this basis present fairly the results of operations and the state of
affairs of the Company as a whole. Therefore, the net profit for the year ended 31 December 2000
includes the results of operations before the Restructuring.

The accompanying financial statements are prepared in accordance with International Financial
Reporting Standards as published by the International Accounting Standards Board.

Revenue

An analysis of the Group’s revenue is as follows:

2001 2000
RMB’000 RMB’000
Sales of medicine:
Domestic 472,322 327,486
Overseas 16,707 9,734
Agency fee income — domestic 8,344 1,479
497,373 338,699
c¢. Finance income (cost), net

2001 2000
RMB’000 RMB’000

Interest expenses on bank loans
repayable within 5 years (2,148) (2,939)
Interest income 10,430 2,419
Others (668) (644)
7,614 (1,164)



Profit before tax

Profit before tax was determined after crediting and charging the following:

2001 2000
RMB’000 RMB’000
Crediting:
Interest income 10,430 2,419
Agency fee income 8,344 1,479
Selling expenses reimbursed by the Parent
Company — 3,296
Charging:
Cost of inventories 186,792 145,986
Staff costs
— Salary and wages 44,610 29,295
— Contribution to retirement benefits 4,885 3,827
Depreciation of property, plant and equipment 11,566 10,677
Operating lease rentals 6,933 6,264
Auditors’ remuneration 1,100 700
Exchange losses, net 622 612
Provision for doubtful debts 5,251 62
Research and development expenses 7,307 4,578
Advertising expenses 32,468 17,303
Agency fee charged by the Parent Company 14,499 9,272
Loss on disposal of property, plant and equipment 424 162
Taxation

Pursuant to the relevant taxation regulations of the PRC, a high-technology enterprise (“HTE”)
located in a designated area of Beijing Economic and Technological Development Zone (“BETDZ”) is
subject to EIT at a rate of 15%. Moreover, upon approval by the relevant local tax bureau, such a HTE
is entitled to an exemption from EIT for the first three years from its commencement of operations
and a 50% reduction for the three years thereafter. The certification as a HTE is subject to an annual
review by the relevant government bodies. In addition, an amount equal to the EIT exemption or
reduction from 15% has to be appropriated to a non-distributable tax reserve.

In August 2001, the Company renewed the HTE certification granted by Zhongguancun Technological
District Committee for the year of 2001. The Company was registered in the BETDZ and has obtained
an approval from the BETDZ Local Tax Bureau (“BETDZ LTB”) to enjoy an EIT exemption for three
years commencing from 2000 and a 50% reduction in EIT for the three years thereafter. The BETDZ
LTB has verbally confirmed to the Company that the above EIT preferences should be available to the
Company as long as the Company’s registered address is in BETDZ and it remains as a HTE.



However, the preferential tax treatment the entities comprising the Group obtained, including the EIT
exemption as mentioned in the preceding paragraph, may also be subject to review by higher
authorities. Should the EIT exemption not be available to the Company, an addition EIT liability of
approximately RMB39,611,000 may arise. Management believes that the possibility of such a liability
arising is unlikely.

For the year ended 31 December 2001, an amount equal to the 15% EIT exempted amounting to
approximately RMB18,766,000 (2000: RMB4,427,000) was transferred to the tax reserve.

The reconciliation of the statutory tax rate to the effective tax rate is as follows:

2001 2000
RMB’000 RMB’000

Accounting profit 92,768 100.0% 66,626 100.0%
Tax at the statutory tax rate of the

Company of 33% 30,613 33.0% 21,987 33.0%
Non-deductible permanent differences 8,998 9.7% — —
Effect of different applicable EIT rates

upon expected reversal of temporary

difference 531 0.6% - -
Effect of tax benefits of being a HTE (40,372) (43.5%) (16,420) (24.6%)
Application of the Parent

Company’s tax rate in 2000 prior to issuance of

income tax registration certificate and

refund in 2001 (6,680) (7.2%) 6,680 10.0%
Tax (credit) expense (6,910) (7.4%) 12,247 18.4%

Under PRC income tax law, the Company’s subsidiaries and joint venture are generally subject to EIT
at a rate of 33% on the taxable income. However, as these entities had no material operating activities
nor taxable profits for the year, no EIT provision was made.



f. Earnings per share

The calculation of basic earnings per share is based on the net profit for the year attributable to
ordinary shareholders of approximately RMB99,798,000 (2000: RMB54,379,000) divided by the
weighted average number of shares during the year of 182,800,000 shares (2000: 122,942,222 shares).

Diluted earnings per share equal basic earnings per share because there were no potential dilutive
ordinary shares outstanding during the year.

MOVEMENT IN RESERVES

Statutory  Statutory
Share Revaluation surplus public Retained
premium reserve reserve fund welfare fund Tax reserve profits
RMB’000  RMB’000 RMB’000  RMB’000  RMB’000  RMB’000

Balances as of

1 January 2000 - - - - - -
Revaluation surplus - 18,630 - - - _
Premium from shares

issued in connection

with the Restructuring 354 (18,630) - - - -
Issue of the Domestic

shares to the China

Beijing Tong Ren Tang

Holdings Corp. and

other shareholders 35 - - - - -
Issue of H shares 180,526 - - - - -
Shares issuance expense (22,990) - - - - -
Net profit for the year - - - - - 54,379
Appropriation from

retained profits - - 5,438 2,719 4,427 (12,584)
Balances as of

31 December 2000 157,925 - 5,438 2,719 4,427 41,795
Net profit for the year - - - - - 99,798
Dividends - - - - - (38,388)
Appropriation from

retained profits - - 10,452 5,226 18,766 (34,444)
Balances as of 31 December 2001 157,925 - 15,890 7,945 23,193 68,761




DIVIDENDS

The Board of Directors declares and proposes the final dividend for the year ended 31 December 2001 of
RMBO0.30 (2000: RMBO0.21) per share based on 110,000,000 domestic shares and 72,800,000 H shares in
issue. Such proposed dividend has not been recorded in the accounts and is subject to passing of the
proposal at the Annual General Meeting to be held on 20 May 2002. The dividend will be payable on or
before 31 August 2002 to shareholders whose names appear on the H shares register of member of the
Company at 4:00 p.m. on 19 April 2002.

CLOSURE OF H SHARE REGISTER

The H shares register of shareholders of the Company will be closed from 20 April 2002 to 19 May 2002
(both days inclusive), for the purposes of final divdend and Annual General Meeting, during which no
transfer of H shares will be effected.

MANAGEMENT DISCUSSION AND ANALYSIS
Business Review

In 2001, the Group has achieved and exceeded the objectives of the year plan, sales of main products was
buoyant and sales revenue and net profits increased significantly. Turnover for the year ended 31
December 2001 amounted to approximately RMB497,373,000, representing an increase of approximately
46.85% compared with the previous year. Net profit for year 2001 amounted to approximately
RMB99,798,000, representing an increase of approximately 83.52%. No segment information is presented
as the Company operates in one industry and geographical segment.

In respect of production, the Company has combined two production plants which resulted in the
streamlining of management personnel and administrative expenses were lowered without affecting the
production quality. The Company has implemented a policy of “production according to order” and
adjusted the production structure based on the orders to meet the market demand in a timely manner.

The Company has done a great deal in the modification of hardware and software to accomplish the
gradual compliance of its production lines with the GMP standards such as formulating various rules and
quality standards and conducting staff training. Four production lines of pills and granules (comprising
two production lines of pre-processing and extracting) have successfully passed the GMP standard
certification in 2001. In addition, the Company has also accomplished on-site examination for the
production lines of soft capsules. The compliance of production lines with the GMP standards is beneficial
to enhance the Company’s competitiveness in increasing its share in domestic market and gaining entry to
the international markets.

In respect of sales, domestic sales are mainly undertaken through Tongrentang Ltd. with the Company
conducting the related market research, screening for and nurturing new products with strong market
potential and increasing promotional activities so as to improve the sales of new products. In 2001, the
Company has established its own branch companies and branch companies for new products which are
responsible for domestic sales. The Company also makes proper adjustments to its marketing strategies in
accordance with the market trend of pharmaceutical products and to increase promotion efforts and
actively develop overseas markets.



The Company has also actively developed new products and launched its secondary stage of research and
development. The construction of the Research Centre is in progress according to the business plans. In
2001, the New Medicine Certificate of new anti-influenza drug — anti influenza effervescent tablet has
been obtained with the laboratory testing being completed. For the anti-cardiovascular disease drug, the
Company has drawn up the conclusion on clinical testing, completed supplementary testing as well as
modification of data and the relevant data have been submitted to the relevant government departments for
approval. For the anti-menopause syndrome drug, clinical testing is still underway.

For the development of bio-pharmaceutical technologies, Beijing Tong Ren Tang WM Dianorm Biotech
Co., Limited, a joint venture company formed by the Company and WM Dianorm Biotech Co., Ltd., has
already obtained the business license and completed the tax registration procedures. The joint venture has
completed the layout of its development program, the draft of regulations and systems, the establishment
of its organization structure and the deployment of personnel. It is now working on the training of staff and
the establishment of production lines. It has established the production technique and the related operation
standards regarding the application of liposome technology on cosmetics. Two cosmetics have already
completed their respective laboratory research stage.

Tong Ren Tang Hutchison (H.K.) Pharmaceutical Development Company Limited has been incorporated in
Hong Kong and part of the capital contribution has been made. Hutchison Chinese Medicine Investment
Limited is performing market research while the Company is responsible for research on the prescription
to cater for the U.S. market.

In order to ensure the quality of the Chinese medicine, the Company has invested RMB12.75 million in
the establishment of four subsidiaries for the plantation of raw materials in four places, namely Hangzhou
of Zhejiang province, Nanyang of Henan province, Wuhan of Hubei province and Yutian of Hebei
province. The registration procedures were completed before the end of 2001 and the work for plantation
and processing is being finalized for the time being. In order to expand the production base, the Company
has acquired two pieces of land in the Beijing Economic and Technological Development Zone in 2001
with a total area of approximately 30,618 sq.m.. The Company has finished the work regarding design and
planning, land surveying, approval of information and tendering in respect of the first phase.

Liquidity and Financial Resources

The Group has maintained a sound financial position in this year. During the year, the Group’s primary
source of funds was cash provided by operating activities and the balance of cash proceeds from the issue
of new shares pursuant to a placing exercise of the Company in October 2000. As at 31 December 2001,
the Group had bank and cash balances amounted to RMB387,504,000 (2000: RMB310,958,000) and
short-term borrowings of RMB30,000,000 (2000: RMB45,400,000). These borrowings are denominated in
Renminbi and provided by various banks in the PRC and bear fixed interest ranging from 5.58% to 5.85%
(2000: 5.58% to 6.44%) per annum. As at 31 December 2001, the Group had total assets of
RMB617,861,000 (2000: RMB517,603,000) which were financed by current liabilities of RMB149,217,000
(2000: RMB122,499,000), shareholders’ equity of RMB456,514,000 (2000: RMB395,104,000) and
minority interests of RMB12,130,000 (2000: Nil).

The Group’s gearing ratio, defined as the ratio between total borrowings and shareholders’ equity, was
0.07 (2000: 0.11). The liquidity ratio of the Group, represented by a ratio between current assets over
current liabilities, was 3.29 (2000: 3.55), reflecting the abundance of financial resources.



Prospects

The Company will continue to perform technical modifications of its production lines in accordance with
GMP requirements. After obtaining the GMP certification of production lines of pills and granules, the
Company target to obtain the GMP certification of production lines of soft capsules, tablets and liquid
preparations (oral liquid, aerosol, etc.) in 2002. It is intended that the GMP certification process would
gradually upgrade the Company’s management standard, improve the technical standard and product
quality, enable technology upgrades and reduction of production costs so as to satisfy the demand of
domestic and overseas customers. The Company will also focus on the market and follow the production
order system, enhance the operation quality of production command system whilst meeting the market
demand.

The construction of the Research Centre will be continued in accordance with the business plans.
Resources will be deployed from the Research Centre to the development of new medicines and secondary
stage of research and development. The target is to obtain one to two new approvals for new medicines in
2002. Meanwhile, one to two new projects for new medicines will be established as reserves. As for the
anti influenza effervescent tablet, we will speed up the technical tests and commence trial production. For
the new anti-cardiovascular disease drug, we will complete the approval procedures and the related
technical data supplementation in order to get the New Medicine Certificate. For the new anti-menopause
syndrome drug, we will complete all the clinical tests and start the new medicine application work as well
as the technical data supplementation work. The Company will focus on the selection work of new
products and speed up the establishment of technology development system which involves a combination
of our research and development center and scientific research institutes. We will continue to conduct the
secondary stage of research and development of other products and efforts will be made on fundamental
items research and new technology application. In respect of the development of bio-pharmaceutical
technologies, Beijing Tong Ren Tang WM Dianorm Biotech Co., Limited will continue to study the
application of liposome technology to the research and development of pharmaceutical products.

The Company will continue to center on the market and face the challenge of increasing market
competition and to adapt to market demand by supplying marketable products at reasonable prices and
quality services. At the same time, we must use timely and accurate information and take to account
effective promotional initiatives and good credit to expand the domestic and overseas market share so as to
achieve high economic returns. We will devote our efforts to the marketing of new products and
development of new markets and gradually establish a smooth and perfect sales network and distribution
channel.

The Company is facing development opportunities and challenges as the day when China acceded to World
Trade Organization comes closer. The Company will continue to advocate the application of advanced
technology for the development of natural herbal medicines. On the basis of preserving the characteristics
of Chinese medicinal raw materials and the medication characteristics of Tong Ren Tang, the Company
aims to achieve modernization and internationalization of Chinese medicine. The Company will continue
to carry out the business plans as stated in the Prospectus and the sources of funding will include internal
resources and the balance of proceeds raised. We will make our best efforts in developing our businesses
to produce good economic results and better returns for our shareholders.

Charges on group assets

As at 31 December 2001, none of the Group’s assets was pledged as security for liabilities (2000: Nil).
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Foreign currency risk

The Group has foreign currency risk as certain of its payables to equipment suppliers and certain accounts
receivable rising from export sales are denominated in foreign currencies, principally U.S. dollars.
Fluctuation of the exchange rates of Renminbi against foreign currencies could affect the Group’s results
of operations.

Capital commitments

As at 31 December 2001, the Group had the following capital commitments which were not provided for
in the consolidated financial statements of the Group:

(1) Authorised and contracted for:

Commitments relating to the construction of production facilities amounted to RMB13,510,000
(2000: Nil).

Commitments relating to capital contributions to investee entities amounted to RMB88,417,000
(2000: RMB109,986,000). Out of these commitments, the timing of contributions amounting to
RMB78,484,000 is subject to further negotiations with the co-investors in these entities, progress of
the investment projects and the approval from the government authorities.

(i1) Authorised but not contracted for:

Commitments relating to the construction of production facilities amounted to RMB15,490,000
(2000: Nil).

Employees and Remuneration Policies

As at 31 December 2001, the Group had 1,306 employees (2000: 1,315 employees). Remuneration is
determined by reference to market terms and the performance, qualifications and experience of individual
employee. Discretionary bonuses based on individual performance will be paid to employees as

recognition of and reward for their contribution. Other benefits include contributions to retirement
scheme, medical scheme, unemployment insurance scheme and housing fund.

PURCHASE, SALE OR REDEMPTION OF SECURITIES
During the year, the Company has not purchased, sold or redeemed any of the Company’s listed shares.

RULES 5.28 TO 5.39 TO THE GEM LISTING RULES

The Group has complied with rules 5.28 to 5.39 concerning board practices and procedures throughout the
financial year.
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PUBLICATION OF INFORMATION ON GEM WEBSITE

The Annual Report of the Group, which will contain all the information required by rule 18.50 to the GEM
Listing Rules, will be published on the GEM website on or before 31 March 2002.

On Behalf of the Board of Directors
Yin Shun Hai
Chairman

Beijing, the PRC
15 March 2002
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NOTICE OF ANNUAL GENERAL MEETING

NOTICE IS HEREBY given that the annual general meeting of the Company will be held at Jia 20,
Nansanhuan Zhonglu, Fentai District, Beijing, the PRC on 20 May 2002 at 9:00 a.m. for the following
purposes:-

1. To receive and consider the audited financial statements of the Company and the Report of the
Directors and the Auditors for the year ended 31 December 2001; and

2. To declare and propose a final dividend of RMBO0.30 per share for the year ended 31 December 2001.
The proposed dividend will be payable on or before 31 August 2002 to shareholders whose names
appear on the register of Shareholders of the Company at 4:00 p.m. on 19 April 2002.

By Order of the Board
Yin Shun Hai
Chairman

Beijing, the PRC
15 March 2002

Notes:

1. Any shareholder entitled to attend and vote at the meeting mentioned above is entitled to appoint one
or more proxies to attend and vote at the meeting on his or her behalf in accordance with the Articles
of Association of the Company. A proxy needs not be a shareholder of the Company.

2. In order to be valid, the proxy form of holder of H shares and , if such proxy form is signed by a
person under a power of attorney or other authority on behalf of the appointer, a notarially certified
copy of that power of attorney or authority shall be deposited at the Hong Kong Registrars Limited on
2/F., Vicwood Plaza, 199 Des Voeux Road Central, Hong Kong (“the Company’s Shares Registrar”)
not less than 24 hours before the time for holding the meeting or 24 hours before the time appointed
for taking the poll.

3. Shareholders or their proxies shall produce their identity documents when attending the meeting.

4. The register of shareholders of the Company will be closed from 20 April 2002 to 19 May 2002 (both
days inclusive), during which no transfer of shares will be registered. In order to ascertain the
entitlement to attendance at the above meeting, all properly completed transfer forms accompanied by
the relevant share certificate must be lodged with the Company’s Share Registrar not later than
4:00p.m. on 19 April 2002, for registration.

5. Shareholders entitled to attend the Annual General Meeting have to notify in writing for the
attendance to the Company’s Share Registrar not later than 30 April 2002.

This announcement will remain on the “Latest Company Announcement” page of the GEM website for at
least 7 days from the date of its publication.
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