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TONG REN TANG TECHNOLOGIES CO.

Management Discussion and Analysis (Cont'd)

B B RE A B o A (AR

WERI0A
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JiNku1r SHENQI PiLLs

SRR

Warmly invigorating kidney Yang,
functioning of Qi for promoting diuresis,
manifested as edema caused by kidney
deficiency, soreness and weakness of
waist and knees, dysuria, fear of cold and
cold extremities.

BB ERITK - BREBE
KR - IRRRBRER - /IMEAF -

RERL

o

brp Fuvnyning

1
[
WER 0N
WARIIE

NIUHUANG JiEDU TABLETS

B )y

Heat-clearing and detoxifying. Patterns
of internally exuberant wind-fire-heat
manifested as swollen sore throat,
swelling painful gum, mouth and

tongue sores, red painful swelling eyes.
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Liuwer DIHUANG PiLLS
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Nourishing Yin and invigorating
kidney. Patterns of kidney Yin
deficiency manifested as dizziness,
tinnitus, soreness and weakness of
waist and knees, bone-steaming
tidal fever, night sweating, seminal
emission.
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Replenishing blood for nourishing Yin,
moistening dryness and hemostasis,
manifested as blood deficiency and
sallow complexion, vertigo and
palpitation, irritability and sleepless, and
cough due to lung-dryness.
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GANMAO QINGRE GRANULES

X8 H i #EOR

Expelling wind and cold pathogens,
relief of exterior syndrome,
heat-clearing, manifested as wind-cold

and common cold, headache and fever,

aversion to wind and generalized pain,
clear nasal discharge, cough and dry
throat.
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XIHUANG PiLLs
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Heat clearance and detoxification,
swelling reduction and resolving
mosses, manifested as carbuncle,
furunculosis, scrofula, deep multiple
abscess and malignant lump caused
by heat and toxic accumulation.
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Smoothing the liver and clearing the heat, strengthening the
spleen and replenishing the blood, manifested as liver
depression, blood deficiency, incoordination between liver and
spleen, pain at two sides, dizziness, fatigue and reduced
appetite, irregular menstruation, navel pain and abdominal
distension.
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TONG REN TANG TECHNOLOGIES CO.

Management Discussion and Analysis (Cont'd)
B ) B b (A

The Group mainly produces Chinese patent medicine, involving forms pills, tablets, granules, oral liquid and gums. Most of the
products of the Company were not exclusive and the competition among homogeneous products and among manufacturers
become increasingly fierce and more difficult to capture or consolidate market share. Therefore, the Company gives full play to its
competitive advantages of multi-category, multi-dose and multi-specification product offering, with comprehensive consideration
to factors including competing products of other manufacturers and market capacity, sorts out and analyzes the existing product
structure, highlights the characteristics of products, and continuously expands product portfolio.

In 2018, the sales revenue of the Group’s products was basically the same as that of the previous year. The number of products
achieved a sales amount of more than RMB5 million increased from 51 to 53 and the product portfolio expanded further. At the
same time, in order to cope with the changes in various factors such as market fluctuations of different series of products, we
further optimized our product mix, highlighted the products with traditional advantages and ensured stable business
performance. Among our major products, the sales amount of Liuwei Dihuang Pills (7<Bk 1 2 #1) series, NiuhuangJiedu Tablets (4~
# R & F) series, Biao (F B) series and Xihuang Pills (B8 # 1) series decreased by 12.63%, 11.10%, 55.69% and 11.58%,
respectively, as compared with the corresponding period last year. Despite the decrease in the sales amount of our major products
as compared with the corresponding period last year, the sales amount of Jinkui Shengi Pills (& [& B % #1) series and Ganmao
Qingre Granules (2% & & 2 B8 K1) series stably increased by 29.91%, 14.65%, respectively, as compared with the corresponding
period last year. In addition, other products including Shugan Hewei Pills (£7 fF F1 5 A1) series and Qiguanyan Pills (5% 4 #)
series increased significantly by 6.04% and 37.85% respectively, as compared with the corresponding period last year.

During the Reporting Period, in a dynamic product market, the Company gave full play to the key role of production scheduling,
took into consideration market demand, seasonal impact, supply of the previous process and production capacity of each
production unit, constantly strengthened communication and coordination with sales units, according to the market demand of
its core products and products for cultivation, refined and split production plans, set priorities, and timely adjusted the pace of
production. In the meantime, the Company coordinated and arranged production staff and effectively deployed the production
capacity of each production unit to enable rational allocation of resources and orderly allocation of production.
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Management Discussion and Analysis (Cont'd)
B ) B b (A

During the year, the Company continued to promote the constructions in progress in a steady and orderly manner. The Daxing
Production Base (‘Daxing Base”) of the Company located in Da Xing Bio-Pharma Industrial Base of Zhongguancun Technology
Park District, Beijing primarily consists of three standalone buildings, namely the research and development centre, solid dosage
production workshop, and pills production workshop. Upon its completion, the Daxing Base will become comprehensive
production base which focuses on the manufacture and research of water-honeyed pills, condensed pills, big honeyed pills, and
other pills. In 2018, construction of elevators fire-fighting equipment and low voltage electric system and interior decoration works
were carried out at the research and development centre, solid dosage production workshop, and pills production workshop of
Daxing Base. The installation and commissioning of production equipment and related supporting facilities have also been carried
out in an orderly manner. As at the end of 2018, the total investment in the Daxing Base has reached RMB598 million. The
construction of research and development center, solid dosage production workshop, and honey pills production workshop were
all completed.

Tong Ren Tang Technologies Tangshan located in Yutian County, Tangshan City, Hebei Province primarily engages in the core
businesses of storage of basic materials and net materials, processing and extraction of certain raw materials, and manufacturing
of liquid dosage. It is constructing Chinese medicine extraction workshop and liquid dosage workshop in local area and will be
another production base of the Company for Chinese medicine products upon completion. Construction of the production base
is a result of the proactive implementation of Beijing municipal government’s requirements concerning relieving functions
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nonessential to its role as the capital. In addition, it will further enhance production efficiency by building high-standard workshops

and adopting advanced automatic and mechanical equipment. As of 31 December 2018, RMB610 million had been invested in the

aforesaid base. Currently, the construction of the extraction workshop and liquid dosage workshop have been completed. The
20 workshops are in the process of GMP certification.

The Company has abundant products and is mainly committed to conducting secondary scientific research on existing product,
taking into consideration of the curative effects of existing products and tapping the potential of technological improvement and
upgrading. During the year, the Company continuously upgraded the essence of quality of its products and exercised stricter
internal quality control standardization system for water-soluble extracts, microbial limit and water content requirements of major
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—
-

\

raw materials of the leading product Liuwei Dihuang Pills (7<ERHbZ #1), such as Cortex Moutan, Cornel and Tuckahoe, raw
materials, 50 as to improve the product quality of Liuwei Dihuang Pills (7XBR i }1) series. Meanwhile, taking into consideration
the characteristics of curative effects of Xihuang Pills (78 & 1), the Company conducted systematic study of its inhibitory effect on
esophageal cancer cells so as to broaden the clinical value of products. Moreover, during the Reporting Period, the prescription of
the Company's exclusive Ertong Qingre Liquid (52 Z /520 ARAR) was granted the national invention patent, which provides
protection for the product.

The Company has over 40 domestic and overseas substantial subsidiaries who are engaged in manufacturing and distribution of
traditional Chinese medicine products, food and daily chemical products, production of Chinese medical raw materials, medical
services, distribution of medicine, etc..

Based in Hong Kong, our principal subsidiary Tong Ren Tang Chinese Medicine, as our overseas development platform, primarily
engaged in manufacturing, retail and wholesale of Chinese medicine products outside Mainland China. The Company adopts a
strategy of driving medicine demand by providing medical services and promoting culture at first. It based itself in Hong Kong to
build a global layout, with the aim of continuously accelerating the internationalization of traditional Chinese medicine. During the

TONG REN TANG TECHNOLOGIES CO.

Reporting Period, Tong Ren Tang Chinese Medicine continued to explore the overseas market and set up new retail terminals in
America. It's business has expanded into 21 countries and regions outside of Mainland China. The number of retail terminals has
increased from 80 in 2017 to 81 in 2018. The Company achieving the global strategy of “Anchor in Hong Kong and Asia and march
to overseas”. As of 31 December 2018, the sales revenue of Tong Ren Tang Chinese Medicine and its subsidiaries was
RMB1,284,474,000, representing an increase of 17.04% as compared with the corresponding period of last year; net profit
attributable to owners of the Company amounted to RMB187,068,000, representing an increase of 16.00% as compared with the
corresponding period of last year.
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Management Discussion and Analysis (Cont'd)
B ) B b (A

Founded in 2001, Tong Ren Tang WM has been devoted to the combination of natural herbal plants and modernization of Chinese
medicines and the application thereof, whose main products are masks, creams and daily chemical products. During the year,
Tong Ren Tang WM focused on marketing of “Ginseng Vitamin E Emulsion (A 244 ZE%])” and "Tong Ren Tang Freckle-
Removing and Moisturizing Cream ([FH{=Z %5 BT B fE 78)” series through a variety of promotional activities and order-placing
meeting, which effectively enhanced the reputation and recognition of the products. Furthermore, in respect of the existing
moisturizing products and Ganoderma lucidum series, Hancao (&) series mask and other products, with upgraded formulation
and improved production process, product quality and user experience were both enhanced. During the year, Tong Ren Tang WM
obtained a patent certificate for invention of traditional Chinese toothpaste from the State Intellectual Property Office, which
further protected the intellectual property rights of the Group. Meanwhile, Tong Ren Tang WM passed the re-certification of high-
tech enterprises, which ensured Tong Ren Tang WM can enjoy preferential tax rates in the next three years. As of 31 December
2018, the sales revenue of Tong Ren Tang WM was RMB133,370,000, representing a year-on-year increase of 10.41%; net profit
amounted to RMB15,071,000, representing a year-on-year increase of 17.16%.

Tong Ren Tang Second Traditional Chinese Medicine Hospital and Nansanhuan Zhonglu Drugstore are wholly-owned medical
institution and retail pharmacy of the Company. The two companies adhere to Tong Ren Tang's service principle of “Benefiting the
Mankind", and serve customers with kindness. Tong Ren Tang Second Traditional Chinese Medicine Hospital has persisted with the
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treatment principle of using traditional Chinese medicine as the primary cure while combing it with western medicine. It

combined Chinese and Western patent medicines with Chinese herbal medicine, and used physical therapy, acupuncture and

other unigue Chinese medicine treatments as the complementary methods to provide treatment based on specific disease case.

Due to these efforts, the hospital received warm response from the public. During the year, Tong Ren Tang Second Traditional
22 Chinese Medicine Hospital further satisfied the needs of patients. New diagnostic and therapeutic examinations, including 4 test
items of blood coagulation and small dense low-density lipoprotein, were added. Through upgrading inspection equipment,
comprehensive medical service capacity and service quality were continuously improved, highlighting the unique diagnostic and
therapeutic methods of integration of traditional Chinese and Western medicine. As of 31 December 2018, the two companies
jointly achieved sales revenue of RMB231,043,000, representing a year-on-year increase of 11.59%. Net profit reached
RMB17,129,000, representing a year-on-year increase 76.10%.

LTD.

Six subsidiaries that engage in planting continued to capitalize on their geographical advantages, based on the local geographical
and climatic characteristics, followed the planting principle of “planting and harvesting specific to places of origin and seasons”
and adopted the partnership planting model, which ensured the stability of quality and quantity of major medicinal materials
including Cornel, Tuckahoe, catnip, Corydalis Bungeanae and Cortex Moutan. Meanwhile, the subsidiaries continued to explore the
advantages of native medicinal materials in Hebei Province, Anhui Province and Jilin Province, carried out experimental planting of
native medicinal materials such as Bupleurum Chinense, Paeonia lactiflora, Siler Root, Schisandra chinensis during the year,
widened the planted strains and enriched experience in planting. As at 31 December 2018, six subsidiaries engaging in production
of Chinese medicinal raw materials recorded an aggregate sales revenue of RMB207,250,000, representing a year-on-year increase
of 14.26%, and net profit of RMB16,412,000, representing a year-on-year increase of 15.90%.

TONG REN TANG TECHNOLOGIES CO.
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Management Discussion and Analysis (Cont'd)
B ) B b (A

FINANCIAL REVIEW

Liquidity and Financial Resources

The Group has maintained a sound financial position. During the year of 2018, the Group's primary source of funds was cash
generated from daily operating activities and borrowings.

The Group mainly uses Renminbi and Hong Kong dollars ("HKD") to make borrowings and loans and to hold cash and cash
equivalents.

As at 31 December 2018, the Group’s cash and cash equivalents amounted to RMB1,904,036,000 in total (31 December 2017:
RMB2,023,561,000).

As at 31 December 2018, the Group's short-term borrowings amounted to RMB195,000,000 (31 December 2017: RMB207,300,000),
carrying an interest rate of 4.501% per annum (2017: 4.354%), and current portion of non-current unsecured bank borrowing
amounted to RMB5,146,000 (31 December 2017: RMB2,500,000), total accounting for 8.03% of the total liabilities (31 December
2017: 8.68%). Long-term borrowings amounted to RMB911,331,000 (31 December 2017: RMB915,480,000), bearing annual interest
rate of long-term borrowings at 1.202% (2017: 1.216%), and the actual annual interest rate of bonds was 3.008% (2017: 3.008%),
long-term borrowings representing 36.56% of the total liabilities (31 December 2017: 37.89%). Of all the borrowings of the Group
as at 31 December 2018, RMB200,146,000 will mature within one year and RMB911,331,000 will mature beyond one year.
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24 Capital Structure

The Group's capital management policy is to ensure the continuous operation of the Group with an aim to provide returns for the
shareholders and benefits for other stakeholders, and to maintain an optimal capital structure to reduce the cost of capital.

As at 31 December 2018, the total assets of the Group amounted to RMB9,769,866,000 (31 December 2017: RMB8,875,657,000).
The funds comprised non-current liabilities of the Group amounted to RMB1,000,690,000 (31 December 2017: RMB1,014,569,000),
current liabilities amounted to RMB1,492,327,000 (31 December 2017: RMB1,401,546,000), equity attributable to owners of the
Company amounted to RMB5,316,652,000 (31 December 2017: RMB4,816,620,000) and non-controlling interests amounted to
RMB1,960,197,000 (31 December 2017: RMB1,642,922,000).

LTD.

In 2018, the Group's funds were mainly used for production and operation activities, construction of engineering projects,
purchase of property, plant and equipment, repayment of borrowings and payment of cash dividends, etc..

Liquidity

As at 31 December 2018, the Group’s liquidity ratio (the ratio of current assets to current liabilities) was 4.95 (31 December 2017:
4.88), reflecting that the Group had sufficient financial resources. The Group's quick ratio (the ratio of liquid assets to current
liabilities) was 3.30 (31 December 2017: 3.17), reflecting that the Group remained liquid. The Group's trade receivables turnover
ratio (the ratio of revenue to the average of trade receivables balance) was 11.43 (31 December 2017: 13.74), reflecting that the
Group's trade receivables were liquid. The Group's trade payables turnover ratio (the ratio of cost of sales to the average of trade
payables balance) was 3.98 (31 December 2017: 4.08), reflecting that the Group had a relatively strong ability to use funding from
suppliers at nil consideration. The Group’s inventory turnover ratio (the ratio of revenue to the average of inventory balance) was
2.17 (31 December 2017: 2.23), reflecting that the inventory had a high turnover rate.

TONG REN TANG TECHNOLOGIES CO.
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REsu4e8Bn(ZE—tF+= H_Jr—E:AE?ﬁ%zSo.oF%ﬁ) BETEREELH AN (ZE—FF
+-—A=+—H :868%) r REIMERAARENI1BIEL(ZE—+F+_A=+—"8: AR¥ 915480
Bir) ERRHRITERFENERE1202%(ZF—+LF : 1216%) * BHERFEFEE3.008%(—F—+F :
3.008%) EHH{%#MEZ@féFtMﬁlJi%%%%(_Z\ +HE+ZA=+—H :3780%) - AEBR T — \F
+—A=+—HE2BEEF  ARE200146BTTER—FRENE - ARY91,1331 BTN —FLAER
HY o

B

AEBENECERRE  RREASEREELE  USRRREHREBRNAEMERHAARENER
AR RA#RRENENEBAREEZKA

RZZE—NF+-_A=+—8 AEBEZEELBEAEAREI6B6ETL(ZE—+tF+-_A=1+—8:
ARBR87565787T) B K RAERHABARKE 100060008 T (ZE—+F+-_A=1+—"H: ARK
1014569%7‘1) RBBEARK 1402278 (ZE—tF+-_A=+—H: AR® 14015468 L) ' &
BRAARIMEENERARKES16652BT(ZE—+F+-A=1—0H: AR%481662087T) MIEIE
HlEER AR 1960197 BT (ZE—+tF+-_A=1+—H ' AR¥1642902287T) °

“T-)\FR AKBZESTEMNLERL LY  ZRIIERA  BERETEE BEBERNMINE
TREFE -

Vi 4 V00
KoB-N\E+-A=+—R REEZRABELHE  DRDEERRDABILE  Haos(—F—

FL-A=+—B:488) RMHBARTH BHLE DRHEERRDEELE A330(—2
LT AS+—R:317) REAEESRLN R BUERERE - B RERER T8
SHE - BN(CE L= A=+ A 1374)  REEKEZRDIES | B AEREEE - DX
ARENERTFOREILE - B308(CB—LF+- A=+ 8 :408)  REMEEHREDEASH
B i FRANE  DMARFETHRELE 5217 (CB—LFT-A=+—R :223) KRB
FEEERERY -
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Notes to the Consolidated Financial Statements (Cont'd)

& OF B 05 i 3R B R (4]
For the year ended 31 December 2018 #Z—=—F—/\F+=A=1+—HILFE

18. RESERVES(Q»WD
Tt a0

(d) Foreign currency translation differences

CIL R TRt

Foreign currency translation differences reserve arises from currency AN EH ZBELANEBR DR E BT EGE
translations of all group entities that have a functional currency B TRV ARERIHE S BB & AN E
different from the RMB being translated into the Group's presentation HECRR RIS A RSB H) =58 o

currency of RMB.

(e) Other reserve

LAl okt

Other reserve mainly includes reserves arising from the issuance of HfFEEETBEERF LA RIEERMD EANE

additional shares by subsidiaries and disposals to non-controlling B g E 1= H|HER) F A B HEZS = &) o
interests without change in control.

19. DEFERRED INCOME — GOVERNMENT GRANTS
EFE WA — BURH B

2018 2017

RMB’000 RMB'000

ARET R ARETFT

Beginning of the year & f]#r =8 93,787 75,932

Government grants received ZN 4 UK | B9 AT 48 B 12,632 27,118

Amortisation in the income statement (Note 25) R UR =5 4 58 (K1 5E 25) (22,739) (9,263)

End of the year FF KRR ¥E 83,680 93,787
The ending balance of the government grants are relating to: FERBIFEBessEE L NIBE B EE -

As at 31 December
R+=-—H=+—H

RMB’000 RMB'000

AR®FT ARETT

Research and development expenditure ff 35 5 3% 5% 9,691 9,223
Property, plant and equipment 5 & M2 EEY) - R E Kk 51,931 54,876
Land use rights =3 {5 F 42 16,277 14,450
Other expenditures E X7 i 5,781 15,238
83,680 93,787

WbV —F
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Notes to the Consolidated Financial Statements (Cont'd)
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For the year ended 31 December 2018 #ZE=F—/\F+=A=+—HIEFZF

20. BORROWINGS
H- o/,
H BA

As at 31 December

R+t=-—RA=+—H

\
<
\
>
\
>
\
>
\
>
\
4
\
4
\
>
\
>
\
>
\
>
\
>
\
4
\
4
;l
|

@ RMB’000 RMB'000
c AR%T NS
» Non-current JE R E)
© Corporate bonds (‘bonds”) A FfE % ([ &% ) 798,908 798,474
&
- Bank borrowings $817 & 7k
Z — Secured 48 48 506
z — Unsecured &K ## 112,375 116,500
911,331 915,480
Current i &
Bank borrowings $R1T & 7K
202 — Secured & ## 3,000 3,000
— Unsecured &£ # 160,000 172,300
Add: Current portion of non-current unsecured bank borrowing
= EEEIEREIRITERO BN S 5,146 2,500
a)
5 Borrowings from a related party (Note 34(e))
e EaEsE 2~ A8 ARV (FH5E 34(e)) 32,000 32,000
200,146 209,300
Total borrowings f& X 4258 1,111,477 1,125,280

Certain secured bank borrowings are secured by land and buildings of ~ Zf D IFE R AR EE A Tt FIEFIREE
carrying amounts of RMB9,562,000 (2017: RMB10,318,000) of the Group B A R #9562000 T( —ZE—+F : AR
(Notes 6.and 7). 10,318,000 7T ) A (KizteF7)

TONG REN TANG TECHNOLOGIES CO.

AV OO OO OO CNEO OO OO NCNEONCNEONEONIOIONONEN




Notes to the Consolidated Financial Staten1ents((:ont'd)

& P BB i R B GE (48

For the year ended 31 December 2018  #Z=F—/\F+=H=+—HIFFZE

20. BORROWINGS (contn)
& 3K )

@ At 31 December 2018, the Group's borrowings would be (@) RZE—N\F+_A=+—H  ~EH
repayable as follows: BRERRNAT :

As at 31 December
WR+=B=+—H

RMB’000 RMB'000 !
— e !
ARBT ARETT 8
Within 1 year —%F JAA 200,146 209,800 ;
Between 1 and 2 years —F & —4F 5,194 5,000 S
Between 2 and 5 years —F E R F 814,345 818,980 =
Over 5 years A A E 91,792 91,500 #
1,111,477 1,125,280
(b)  In 2016, the Company issued bonds with aggregate principal  (b) AAGBR-ZE—NEE L BESZSHT 203
amount of RMB800 million and a maturity of five years with a EIT81ETT {?f:‘ﬁ EEEFEE295% -
nominal interest rate of 2.95% per annum, which are listed on HEAFEF - R_FE—N\NE+_A
the Shanghai Stock Exchange. The fair value of bonds as at =+—H ' RRIEEHNALEBEESETA
1 December 2018 amounted to RMB796,143,000 (2017: R#796143000( ZE—+F: AR ;
RMB781,526,000) which is determined by reference to published #781,526,0007C ) * BEJVRERER =
price quotations and within level 1 of the fair value hierarchy BEEFT BAABEEBROE —F (KM T
(Note 3.3). i£33) ° -
b=
The carrying amounts of other borrowings approximate to their HuEZmEREmEEEE AR BEMRD S5
. 7
fair value. -
==
b=
(© The carrying amounts of the Group's borrowings are () AEBEEFTNEBEEIL NI E® 58 2
denominated in the following currencies: 57 : f
al

As at 31 December
R+=-—H=+—8H

RMB’000 RMB'000

AR¥T T ARETIT

RMB A R #& 1,110,408 1,124,774
Macanese Pataca BP9 1,021 =
Australian Dollar JB A Fl g5 7T 48 506
1,111,477 1,125,280

WV WV WV WV VUV VUV VUV VUV VYV YV V VYV V V.V
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& F B 5 o R M AR (88
For the year ended 31 December 2018 #ZE=F—/\F+=A=+—HIEFZF

20. BORROWINGS (contn)

- &
& FK @

PRUONCNEO OO OO OO NCNEONEONCNONEOCNONEONONEONONO

Trade payables are unsecured and are usually paid within 120 days of  FE{FBR R MEIE(R - Wi B EER 120K A F
recognition. LA A5t o

(d)  The average interest rates (per annum) are as follows: d FHEFERT :
- ] 2018 2017
Bonds &%
. —RMB AR¥ 3.008% 3.008%
(=}
(]
= Other borrowings E Ath f& X
= —RMB AR 3.255% 3.207%
" — Australian Dollar A F25 75 5.224% 4929%
i — Macanese Pataca J&2F9 7T 0.000% =
<
>
z 21. TRADE AND BILLS PAYABLES
=+,
< JREAS Mok B SR 4%
As at 31 December 2018, the ageing analysis of trade and bills payables R-_E—NEFE+_B=+—H ' ENEZ X
based on invoice date and financial position was as follows: RIS I O HA M BT A AR SR B BR B8 o A 40
204 B
As at 31 December
R+=A=+—H
a
[_‘
—

. RMB’000 RMB'000
O ARBTR AREBETFTT
w Within 4 months P9 {8 B LA 475,392 442,072
‘5" Over 4 months but within 1 year PU1E 5 Z= —4F 101,996 244,678
= Over 1 year but within 2 years — & & — 4F 86,236 10,572
Z Over 2 years but within 3 years —F & =4 529 402
5 Over 3 years —F N F 885 691
=
o 665,038 698415
<
[_‘
zZ
[S8)

(=4
O
4
o
[_‘

The carrying amounts of trade and bills payables are considered to be ~ HARHEAR &S - FENEER N EZEMNEEEE
the same as their fair values, due to their short-term nature. WEAEENDBEHEE -
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& OF B 05 i 3R B R (4]
For the year ended 31 December 2018 #Z—=—F—/\F+=A=1+—HILFE

22. SALARY AND WELFARE PAYABLES
JREAT T A A 2

As at 31 December

R+t=-—RA=t+—H

RMB’000 RMB'000
AR®T T AREFTT
Salary payable FE{f T& 91,951 88,597
Welfare payable & < 1& ) & 1,019 1,303
92,970 89,900
23. REVENUE
A

RMB’000 RMB'000
ARMTF T ARETT

Sales of Chinese medicine products F %572 & $5 & UL A

— Mainland China 72 Bl A ith 4,041,543 4169434
— Outside Mainland China 7 E b B 5} i [& 923,834 776,548
4,965,377 4,045,082

Advertising service &5 ARTEURA
— Mainland China 7 H Bl A i 43,018 37,606

Service income ARSI A

— Mainland China 7R B A3, 7,244 =
— Outside Mainland China 7 E fth B 5} i [& 43,618 41,129
50,862 41,129

Royalty fee income fif h {5 FR AR A
— Outside Mainland China A E A BIZR K i & 381 466

5,059,638 5,025,183

WbV —F
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Notes to the Consolidated Financial Statements (Cont'd)

A IR B SR B AR (A

For the year ended 31 December 2018 #ZE=F—/\F+=A=+—HIEFZF

23. REVENUE contp)

\
<
\
>
\
>
\
>
\
>
\
4
\
4
\
>
\
>
\
>
\
>
\
>
\
4
\
4
;l
|

WA a0
The Group has recognised the following liability related to contract AEBERHERIA TEEFE SR ABHNEEN
with customers: afE:
31 December 1 January
- 2018 2018
z —E-N\E§E —EFE-N\F
- t=A=+—"H —A—A
|
(=4
o
= RMB’000 RMB'000
e (Restated)
< (1 =51)
2 reutr e
z
< Contract liabilities — Service income & R & & — ARFFUA 4,324 4,607
The Group has not recognised any contract assets related to contract W —-_ZT—N\EFE—F—HM_ZFT—N\F+_A
with customers as at 1 January 2018 and 31 December 2018. _—|— H NEBAERERXPAREMEH
206 AREE -
There is no significant changes in contract liabilities during the year & %& —&FE— \F+ — }E] +—HIFEE -
ended 31 December 2018. HE&*%EEK“
{ &
} = Revenue recognised in relation to contract liabilities
4B e wl 1Y B [ R A A B R A
>< ; The following table shows revenue recognised in relation to contract [~EXMRAEEZE —_ZEZ—/\FEF+_HA=+—H
} ”i liabilities in the year ended 31 December 2018 related to carried tifaﬁﬁwé‘]gﬁi/\ﬂﬁﬁﬁfijé‘]q&)\l#gﬁi
{ Lo/ forward contract liabilities as at 1 January 2018. —E-NE-—A—HEAEARAGBEBY
-l
> E A2 o
4 z
> B
< o 31 December
) - 2018
O —
dE —EB-N\F
} = +=ZB=+—8
dE
>4 z RMB’000
} z ARBT T
o
‘ = Revenue recognised in relation to contract liabilities at 1 January 2018
n R-F-N\F—A - HEEIANESRAEHARENKA 3,751
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For the year ended 31 December 2018 #Z—=—F—/\F+=A=1+—HILFE

24. FINANCE INCOME AND COSTS
S5 W b B

2018

RMB’000 RMB'000
ARMF T ARBTT

Finance income Bf #§ Uk 2

Interest income FJ 242 A 31,806 23,788
Exchange gains/(losses), net [ 5 Uezs,(384K) » SF58 225 (3.958)
32,031 19,830
Finance costs # 7% & F
Interest on bonds &% Fl & (24,035) (24,021)
Interest on bank borrowings #8177 B 7 Fl 8 (10,396) (10,698)
Less: amounts capitalised on qualifying assets (Note 7)
W EBEREEENMEEEE (M7) 19,467 13,034
(14,964) (21,685)
Finance income/(costs), net B i§ k2% (& A) & 25 17,067 (1,855)
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Notes to the Consolidated Financial Statements (Cont'd)
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For the year ended 31 December 2018 #ZE=F—/\F+=A=+—HIEFZF

25. EXPENSE BY NATURE
SRR B HEAT SR

Operating profit was arrived at after charging/(crediting) the following: N3 & IBE &0, (E:2) BT FIE -

2018 2017

\
<
\
>
\
>
\
>
\
>
\
4
\
4
\
>
\
>
\
>
\
>
\
>
\
4
\
4
>4
|

= RMB’000 RMB'000
° AR®TF T ARETF T
» Raw materials, merchandise and consumables used R4 %+ ~ 74 5 K B #E 0o JE AE 1,545,463 1,578,677
2 Change in inventories of finished goods and work-in-progress
e EXmREERNTREE 86,647 51,718
= Employee benefit expense (Note 26) B T &5 sz (Ff&E 26) 851,793 789,386
; Depreciation of property, plant and equipment (Note 7)
z FERERY - BB REHIE (FHE7) 75,837 77,287
< Amortisation of prepaid operating lease payments (Note 6)
TRt &t E IR R (Fiate) 3,631 3,414
Amortisation of intangible assets (Note 8) 2 & &= # § (B 3£ 8) 7,515 3,782
Amortisation of other long-term assets - tb & H & EE 5 £ 1,451 1,006
208 Provision for impairment of inventories 17 & E%E/ﬁf%%'ﬂfé 44,250 30,113
Provision for/(reversal of) impairment of receivables [ R IBIZ BR 511 /(85[0 ) 6,055 (1,427)
Provision for impairment of property, plant and equipment
R R2EY) - BE KRR EE AR - 5,783
Operating lease rental 484 1 & 2 97,771 151,338
< - Auditor's remuneration 1% 26 Bl &
>< : — Audit services #Z ERTS 7,156 6,830
) 5 — Non-audit services 3E4% £ AR 75 258 141
{ v Research and development costs!" fiff 3% i 2% & F§ 27,835 27,585
} 5 Loss on disposal of non-current assets
4E EREEEBRAR 1,850 1,003
} o Amortisation of deferred income — government grants (Note 19)
{E AT — BT B 4083 (BHHE 19) (22,739) 9263)
n b Processing costs il T & 279,506 247,303
} i: Advertising and promotion expenses & K EEEEE 301,678 433,955
< - Transportation & i £ 58,647 57,130
} = Repair and maintenance #1& M (R # 34,479 38,811
dE Utilities #A R} K% (8% 3 ) 67,741 69,671
} ~ Other taxes EfhFi & 56,668 54,420
4 B
} é 0 Excluding employee benefit expense, depreciation and amortisation [ TEFEEIRMASX  MEREBHER 2L
4 = expense. The research and development costs including employee MmB AR FAEERAARKS5889,000(2017
} benefit expense, depreciation and amortisation expense were F : AR 54,740,000) °
}4 RMB55,889,000 (2017: RMB54,740,000).
4
4
4
4
4
4
4
4
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For the year ended 31 December 2018 #Z—=—F—/\F+=A=1+—HILFE

26. EMPLOYEE BENEFIT EXPENSE

B A& A A 5L
2018

RMB’000 RMB'000

ARBTT ARETT

Salary and wages T& 617,512 576,219

Staff welfare 18 %1 & 59,851 60,485

Housing fund (X B A fE& 45,340 38,186
Contribution to pension schemes R R & 3k 129,090 114,496 ¥

851,793 789,386

The five individuals whose emoluments before individual income tax ~ ANFEEANE B E A FTERAIF € & W AAL
were the highest in the Group for the year include one (2017: one) ATBE—U(ZFE—CF: —)EF T
director and no (2017: no) supervisor whose emoluments are reflected U(ZF—tF: TU)ES mfimeE
in the analysis presented in Note 30. The emoluments payable to the MTE30 Y AT AR o RFE XN TFHERT
remaining four (2017: four) individuals during the year are as follows: (=T ) ATEBMESIT

WbV —F
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RMB’000 RMB'000
ARMF T ARBTT

Basic salaries, allowances and bonuses Z A< ~ jE 8L & 4 5,515 5310
Contribution to pension scheme iR {K & HHFX 82 133
5,597 5,443
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For the year ended 31 December 2018 #ZE=F—/\F+=A=+—HIEFZF

26. EMPLOYEE BENEFIT EXPENSE (cont
B AR B S a0

The emoluments of these individuals fell within the following band:

HEATHMESEATEENARRS

HKD1,000,001-HKD1,500,000 (Equivalent to RMB846,601-RMB1,269,900)
781 1,000,001-1,500,000 7T (F8 74 AR ¥ 846,601-1,269,900 7T.)
HKD1,500,001-HKD2,000,000 (Equivalent to RMB1,269,901-RMB1,693,200)
781 1,500,001-2,000,000 7T (FE A AR #51,269,901-1,693,200 7T
HKD2,000,001-HKD2,500,000 (Equivalent to RMB1,693,201-RMB2,116,500)
78 2,000,001-2,500,000 7T (FEE A AR #51,693,201-2,116,500 7T
HKD2,500,001-HKD3,000,000 (Equivalent to RMB2,116,501-RMB2,539,300)
78 2,500,001-3,000,000 7T (FEE A AR5 2,116,501-2,539,800 7T
HKD3,000,001-HKD3,500,000 (Equivalent to RMB2,539,801-RMB2,963,100)
Y& 3,000,001-3,500,000 7T (FEE A AR5 2,539,801-2,963,1007T)

Among the above four (2017: four) individuals, there are three (2017:
two) individuals whose emoluments were paid by Tong Ren Tang
Chinese Medicine and its subsidiary for the year.

None of the five highest paid individuals of the Group waived any
emoluments and no emoluments were paid by the Group to any of
such individuals as an inducement to join or upon joining the Group or
as compensation for loss of office.

27. INCOME TAX EXPENSE
i 2

Pursuant to the Corporate Income Tax Law of the PRC effective from 1
January 2008, enterprises with a High/New Technology Enterprise
("HNTE") status are able to enjoy a preferential tax rate of 15%. For the
entities without the HNTE status, the PRC income tax rate is 25% (2017:
25%). As of 31 December 2018 and 2017, the Company and certain of
its subsidiaries have obtained the HNTE certificate. Consequently, their
applicable income tax rate in 2018 is 15% (2017: 15%).

Hong Kong profits tax has been provided at the rate of 16.5% (2017:
16.5%) on the estimated assessable profit for the year.

AFEE AL (ZF—+F : [Of) ALH
B (ZZF—tF: M) ALNFHMER
CEREREFRRXM -

FRAMHESHEA LI RBEETAHE - K
SEYEAANTR=HFTALTINMEIERE
AREMAREENME - RKREBAHR

=
8 ©

BEE-TENF—A—BHTHPELE
FTEBERTE S ERMEEERNZE15%
WATEHESRHE - HRESHRMEE -
FTISBIRR R 25% (ZF—+4F : 25%) « #HZE
—E-N\FF+ZA=ZF+—BRZ-ZFT—tF
+—A=4+—H xR RIS FLARER
SERIEMEEEE - Bt ZBH A=
- N\FHEAMBRMER I (ZE—t
& 15%) °

RAFEGERRAE  B50EAF
RGBSR EE1650( —F—tF :
16.5%) °
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27. INCOME TAX EXPENSE (conTD)

Fr B A oo
Income tax on overseas profits has been calculated on the estimated 4N | 2 T 235 R AN FE B (L =1 FE R 5 71
assessable profit for the year at the income tax rates prevailing in the KB AREEF KL EEAERFR SR 2 IR1T
tax jurisdictions in which the Group operates. FHRAHE o

2018 2017

RMB’000 RMB'000
ARMF T ARBTT

Current income tax expense & BAFT1S 5 &

— Mainland China & B A13th 105,838 103472 t
— Hong Kong &% 96,423 80,805 P
— Overseas (excluding Hong Kong) /@40 (T2 &) 5,206 4,839 :;
#

207,467 189,116

Deferred income tax (credit)/expense #EIEFT 55 (&18) & F (6,250) 7,216

201,217 196,332

The tax on the Group's profit before income tax differs from the ANEBFMGASHAITEAMIE » BIXES
theoretical amount that would arise using the weighted average St 82 F|EE AR ME LR E21.0% (==
income tax rate of 21.0% (2017: 21.3%) to profits of the consolidated ~ —+44F : 213%) MEES N IER BN =5
entities as follows: [N

2018 2017

RMB’000 RMB'000
ARBT R AREET T

Profit before income tax & AT 15 %4 BT A1) 1,207,070 1,166,224

[ 73 B & 3R R )R

Tax calculated at domestic tax rates applicable to profits in the respective countries

EEABEBRROAEIRERNE MR ERAERTIE 253,679 248,430
Tax effects of: FRIEF £
— Income not subject to tax & AT 2 WA (4,810) (3.336)
— Expenses not deductible for tax purposes I~ A] #F% ~  FH 6,330 3,839

— Tax losses and temporary differences for which no deferred income tax assets
were recognized

RERAREMSREENTBEREREREEZR 4,279 4,566

— Effect of preferential income tax treatments Fr 1S4 8 BB 5K H) 5/ 2 (58,986) (56,930)
— Final settlements and payments [ & /5 £ 78 % 479 (326)
— Others F At 246 89
Income tax expense PT{S 7% & F 201,217 196,332
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28. EARNINGS PER SHARE
il

Basic earnings per share is calculated by dividing the profit attributable to & X E AW ES IR AN A B Fr B & FE(RF R B 4
owners of the Company of approximately RMB677,815,000 by the A R #¥677,8150007T @ B LAS B 31T @
weighted average number of 1,280,784,000 shares in issue during the year. X BYANFE 92 B 1,280,784,000 B 2R 5T E &Y ©

PRUONCNEO OO OO OO NCNEONEONCNONEOCNONEONONEONONO

The Company had no dilutive potential shares in 2018 and 2017. AKANBR_E—NEFER_TE—+FIEE
= ZHERAD -
o
(]
:
@)
[=9)
|S8)
= RMB’000 RMB'000
< ARETT N R
o
é Profit attributable to owners of the Company FE 5 BR ARG FTE & 677,815 666,666
<

Weighted average number of ordinary shares in issue (thousands)

AR E BT E R ARE (T 1,280,784 1,280,784

212 Earnings per share &%z RMBO0.53 RMBO.52
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For the year ended 31 December 2018  #Z=F—/\F+=H=+—HIFFZE

29. DIVIDENDS
E&A%\

The cash dividends paid in 2018 and 2017 were RMB217,733,000
(RMB0.17 (including tax) per share) and RMB204,925,000 (RMBO0.16
(including tax) per share) respectively.

On 19 March 2019, the Board of Directors proposed a cash dividend in
respect of the year ended 31 December 2018 of RMBO0.18 (including
tax) per share, amounting to a total of RMB230,541,120, which is
subject to the shareholders’ approval at the 2018 annual general
meeting to be held on Tuesday, 11 June 2019. These financial
statements do not reflect this dividend payable.

RZB—NFER_ZE—+FALTNANRERK
BRI A ARE2177330007T (FIRARE
0177t (& H)) K A R ¥ 204,925,000 7T (& %
ARE016TT(EF)) °

RZZBE-—NF=ZAT+NH EFCEREE
BRARKLISTT(EM)REHE_T—N\F
T A=+ HLEFERERE BEAA
R#230541,120T0 c ZMREDERRFERFTL
T-NFAA+—B(EHD)BHAHN-ZF
—NFERRBAFTRSHE - NPKEREKK

RMB’000 RMB'000
ARBT T ARBTIT

Interim dividend paid of RMB nil (2017: RMB nil) per ordinary share

FHIRERE SRARKOT (ZE—+F - FRARKOT)

Final dividend proposed of RMB0.18 (including tax) (2017: RMBO0.17
(including tax)) per ordinary share

BRAHRE  BRARKIST(EH)(—ZF—+F : BRARK0L17T(EH)) 230,541 217,733

230,541 217,733

WbV —F
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Notes to the Consolidated Financial Statements (Cont'd)

& F B 5 o R M AR (88
For the year ended 31 December 2018 #ZE=F—/\F+=A=+—HIEFZF

30. BENEFITS AND INTERESTS OF DIRECTORS AND SUPERVISORS
3 NS R 55 R 45

Directors’ and supervisors’ emoluments

Byl
For the year ended 31 December 2018: BIZE—ZT—/\FE+_H=+—HILFE :

PRUONCNEO OO OO OO NCNEONEONCNONEOCNONEONONEONONO

Emoluments paid
@ or receivable
o in respect of
o aperson’s services
s as a director/
o supervisor, whether Emoluments paid or receivable in respect of director's/
= of the Company supervisor's other services in connection with
22 orits subsidiary the management of the affairs of the Company or
jt undertaking its subsidiary undertaking
= faEE/ES
z (FERRLTS
z £7030%)
RARHAXA RERANESRTAALENER
FRLNEHE RULHES/ ESREMINDRLNHE
Employer's
contribution to
Discretionary  Allowances and aretirement
2 1 4 Fees Salary bonuses benefits®  henefit scheme Total
BRICERF
ik it BiEgso  EEREN £ Eh
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARHTR KRBT N A KRBT INL A N R

Chairman EER
Mr. Gao Zhen Kun BrisE 4 o - - - - -

LTD

Executive directors $i{TES
Mr. Huang Ning ¥ BB £ ¢ - - - - - _
Mr. Wule Jun @ REE 4 © - - - - _ _

Ms. Wu Qian ¥ REEZ L - - - - - -
Mr. Wang Yu Wei ® T /&5 0 = 1,283 853 45 55 2,236
Ms.Fang Jia N EREL T - 514 pIT} Iy} 55 855

Mr.GuHai Ou® BB RS0 . - - - - _
Mr. Rao Zu Hai @ BB 2640 - - - _ . .

o
o
w
m
Q
o
—
©)
Z
a5
O
m
=
Q
Z
<
i
Z
[S8)
(=4
Q
Z
o
=

M. i Bin 9 B854 9 - - - - - -
Independent non-executive directors B H1TEE

Mr. Ting Leung Huel, Stephen T RB% 4 203 - - - - 203
Ms. Chan Ching Har, Fliza ¥ FRIE E &1 102 - - - = 102
Mr. Zhan Yuan Jing ¥ R & 264 50 - - - - 50
Miss Tam Wai Chu, Maria® 5%/ 102 - - - - 102
MrJin ShiYuan © 470555 50 - - - - 50
Supervisors £

Ms.SuLi &L - - - - - -
M Wu Yi Gang RIS £ 100 - - - - 100
Mr. Dong Ke Man © B 52 49 - 385 122 Iy} 55 604
Ms. MaBao Jian ® HREL L9 - - - - - =
Ms. Ding Guo Ping© T B 2019 - 425 - - 4 466
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Notes to the Consolidated Financial Statements (Cont'd)
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For the year ended 31 December 2018 #Z—=—F—/\F+=A=1+—HILFE
30. BENEFITS AND INTERESTS OF DIRECTORS AND SUPERVISORS (contp)

2 R g AR A a0

Directors' and supervisors’ emoluments (Contd)

wREREH @

Notes: 3T

(1) Bonuses are accrued according to current year's results, which will be (1) RATIREEFXETEIRESNERBAENS I

paid in the following year after Board of Directors’ approval PR ERESES I AR

(20 Include housing and car allowance Q) BEERERLNER

(3)  Chief executive of the Company (B) AAMEKE

4)  Appointed on 12 June 2018 W WNoE—NESNAT-RESEE H

(5)  Resigned on 12 June 2018 65 MZE—N\FANA+-BEME |
N

(6)  Elected on 12 March 2018, with effect from 12 June 2018 6 MRZZE—NF=ZA+-—BEE —ZT—N\F~A -;

TBAER &

#

For the year ended 31 December 2017: BE_ZT—+tHF+_A=+—HILFE:

Emoluments paid
or receivable

215

asa director/
supervisor, whether Emoluments paid or receivable in respect of
director's/supervisor's other services in connection with
the management of the affairs of the Company or
undertaking its subsidiary undertaking

Ex/E%

cretionary
bonuses "

Bt
RMB'000
ARETTL

[ 73 B & 3R R )R

Chairman E5 &
Mr. Gao Zhen Kun 1R 4 - - - - _

Executive directors H{TEE

Mr. Gu Hai Ou R B B8 £ 4 - - - - -
Mr. Rao Zu Hai B8 T4 - - - - -
Mr. Li Bin 5% 4 - - - - -
Mr. Wang Yu Wei @ T2 B4 - 1,290 847 51 2188
Ms.Fang Jia Zhi R E X+ - 516 342 51 909
Independent non-executive directors & 31T EE
Miss Tam Wai Chu, Maria 2%/ 208 - - - 208
Mr. Ting Leung Huel, Stephen T RIB2E & 208 - - - 208
Mr. Jin Shi Yuan 7T 45 100 - - - 100
Supervisors E%
Ms. Ma Bao Jian SRE Z £ = = = - -
Mr. Wu Yi Gang RIAS%E & 100 - - - 100
Ms. Ding Guo Ping T B & £ - 505 - 51 556
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For the year ended 31 December 2018 #Z=F—\&FE+=H=1—HIFFZE

30. BENEFITS AND INTERESTS OF DIRECTORS AND SUPERVISORS (contp)

2 N B R g RN RE A )
Directors’ and supervisors’ emoluments (Contd)

o9 T )

Notes:

(1) Bonuses are accrued according to current year's results, which will be
paid in the following year after Board of Directors’ approval

2) Chief executive of the Company

No directors and supervisors waived any emoluments and no
emoluments were paid by the Group to any of the directors and
supervisors as an inducement to join or upon joining the Group or as
compensation for loss of position.

No payments or benefits in respect of termination of directors’ and
supervisors' services were paid or made, directly or indirectly, to or
receivable by any director or supervisor; nor are any payable.

No consideration was provided to or receivable by third parties for
making available directors’ or supervisors’ services.

There are no loans, quasi-loans or other dealings in favour of the
directors and supervisors, their controlled bodies corporate and
connected entities.

Saved as disclosed in Note 34 and elsewhere in these financial
statements, none of the directors and supervisors had a material
interest, either directly or indirectly, in any transactions, arrangements
and contracts of significance relating to the business of the Group, to
which the Company or any of its subsidiaries was a party, and which
was subsisting at the end of the year or at any time during the year.

B EE

(1) AREARBEFEXERRSREBASRS I
RNRFREESHEREN

@ rAAgE

AARTEEERESEHNETMNMNE - A&
BN E R AR BT EE K E S A
© - tERRSIINAKREE 2 2B E AR
HEE) S E A RERR A (E o

AEEATEEZIMERNESMESRILE
B AR 75 i [A) B ST A (B EL e MR HOBREE -

AEERYL EFES R ESRBERB A E
=77 A SER Y TREE

AEEAVTEBEENES  EFMESEH
¥ EFEBBERIER  EEFTAULHE
X HHAEIEE

RN 5 34 RAB B BE LS - A
FENREES  AEBERETEDS R
AEEY EBHMARA 2 ESREFEEL
MEERTHEEEAMEIEERS B
HAR -



Notes to the Consolidated Financial Statements (Cont'd)

For the year ended 31 December 2018 &% —

31. RETIREMENT AND TERMINATION BENEFITS

AR AR 1) e Bl e e P

Pursuant to the PRC laws and regulations, the Group is required to
make monthly contributions to various retirement benefit schemes
organised by the relevant provincial and municipal governments for
the Group’s employees in the PRC at rates ranging from 22% to 28%
(2017: 27% to 32%) of the employees’ standard salaries, of which 14%
to 20% (2017: 19% to 24%) is borne by the Group and the remaining
portion is borne by the employees.

The Group's subsidiaries in Hong Kong participate in a Mandatory
Provident Fund scheme (the “MPF scheme”) in accordance with the
Mandatory Provident Fund Scheme Ordinance of Hong Kong (the
“MPF Ordinance’). The only obligation of the Group with respect to
the MPF Scheme is to make the required contributions under the
scheme. These defined contribution schemes are responsible for the
pension liabilities of the employees. The Group's contributions to these
defined contribution schemes are expensed as incurred.

In addition, the Group provides termination benefits to certain
employees up to their normal retirement age as set out in Note 2.22(c).
The carrying amount of the relevant provision as at 31 December 2018
was approximately RMB1,228,000 (2017: RMB1,700,000).

32. HOUSING FUND
ERAEE

The Group's full-time employees in the PRC participate in a state-
sponsored housing fund (“Fund”). The housing fund can be used by
the Group's employees for purchasing houses, or withdrawn upon
their retirement. The Group is required to make annual contributions to
the Fund based on certain percentages of the employees’ salaries. The
Group's liability in respect of the housing fund is limited to the
contributions payable in each period. For the year ended 31 December
2018, the Group contributed approximately RMB45,665,000 (2017:
RMB38,432,000) to the Fund.

& PF B i R B EE (48)

E-NF+-_A=1—HIFE

BEPEHEEERER BT AEBEE
RREANE TR AMBFREREHNERE
ZRE - BRXER AE BT HIEHZET
éfE’Jzzfy()izs%ZFﬁ(_ﬁE +F 2% E
%2 f@)  HbmAREERERNLLLAIAE14%
Z20% (ZE—+HF  19% F 24%) © H&8I D
B8 TAE-

AEBUREENFRARRBEELRHER

BEEM(MaEEE ) 2Rt ER
AE((mEestE])  aERBEe8R - $
SE B EERAFEIELABHNR - %F

BTERRRZEZSHBFRERBERE -
AEEHBRFRERBOHINBFLEREM
1t -

o - AEE AR LR 8 EIRATRIKMAT 2
HETFEERANFEER ZATABERMH T
2.22(c)) ° %—"—A¢+—ﬂ_+—aﬁﬁ
FHEREREEN A AR 1228000 L (ZF—

& AR¥1,700,0007T) °

FrEREBNREANMEEE T HEL2INEH
REMMEE L ABEeTE((AEESHE)) -
AEBEETAHAAEEEERE NN ENRE
— XL AEEGFREITIE—TAH
DA AEESFTEHZK - HHELEEM
= - $%lmfﬁ IR EE— MM ELDH
R BE_ZTE—NF+_A=+—HLF
B AEEANMEABREATINHOAR
45665000C( —Z E —tF: HARE
38,432,000 7T) ©

WbV —F
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Notes to the Consolidated Financial Statements (Cont'd)
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For the year ended 31 December 2018 #ZE=F—/\F+=A=+—HIEFZF

33. CASH FLO\X{‘INFORMATION
Heha®tER

(a) Reconciliation from profit before income tax to cash generated from operations:

B3 B 75 50 1 R S 468 465 355 Bl e 0 B < W R A B G

2018 2017

\
<
\
>
\
>
\
>
\
>
\
4
\
4
\
>
\
>
\
>
\
>
\
>
\
4
\
4
>4
|

= RMB’000 RMB'000
2 ARBTR ARETFT
» Profit before income tax F& AT 45 %% BT F1) B 1,207,070 1,166,224
o Adjustments for: FEIE R
= Depreciation of property, plant and equipment (Note 7)
= FEREEY - BEREEHITE (HiE7) 75,837 77,287
P Amortisation of prepaid operating lease payments (Note 6)
2 AR RS EHE KRB (MiTe) 3,631 3414
Z Amortisation of intangible assets (Note 8) & 72 & EE# 84 (F17E8) 7,515 3,782
a Amortisation of other long-term assets Eth = 23 & 2= # £ 1,451 1,006
Provision for impairment of inventories 17 & B (& £ B 5T 12 44,250 30,113
Provision for/(reversal of) impairment of receivables & W BB E =T 12, (85 [a]) 6,055 (1,427)
Impairment loss of property, plant and equipment (Note 7)
218 FEREEY - BFEMREEOREREK (H5E7) - 5,783
Loss on disposal of non-current assets
JEMBEEFIRIAR 1,850 1,003
Amortisation of deferred income — government grants (Note 19)
EIEW A — BB B 88 (5 19) (22,739) (9,263)
- Interest income (Note 24) F 8 A (P 7E 24) (31,806) (23,788)
- Interest expense (Note 24) F| 837 H (B 24) 34,431 34,719
- Exchange (gains)/losses (Note 24) [ 5, (U2 ) 182K (Fi5E 24) (225) 3,958
Share of losses/(income) of investments accounted for using the equity method
(Note 10) ZH REwE ARMIREMEE (M) (58 (3 10) 138 (96)
Release of foreign currency translation differences upon liquidation of a joint venture
(Note 10) & &R FBE MBE L 2 SNESF E =5 (FiIFE10) 1,442 -
Other gains E Ath U 2 (558) (120)
Operating profit before working capital changes &8 & & & B A 2 £ & F) ) 1,328,342 1,292,595

Changes in: &) :

TONG REN TANG TECHNOLOGIES CO.

Inventories 17 & (95,654) (126,673)
Trade and bills receivables FE 4R R 5K &2 = 4% 95,231 (353,969)
Amounts due from related parties [ 4% BB A 5] F0H (13,819) (45,086)
Other financial assets at amortised cost J«‘A%ﬁ%ﬁﬁﬁiﬁ’\]ﬁﬁﬂ%@iﬁ% (53,283) =
Prepayments and other current assets T84 7k &2 E (7R B & 2= 71,805 (31,795)
Financial assets at fair value through other comprehensive income
RARBEAZEEZHF ARG RaemEE (141,827) =
Trade and bills payables &1+ BR 58 & 1% (33,377) 101,286
Other current liabilities HAth B & (& (18,700) 26,143
Amounts due to related parties f& 1~ B8 B A &) ZXIE 85,528 11,337
Proceeds from government grants FEZEH A — EﬁUﬁﬁﬁjJ 5,660 27,118
Cash generated from operations A% & /& B B H9 3R & 1,229,906 900,956

AV OO OO OO CNEO OO OO NCNEONCNEONEONIOIONONEN
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For the year ended 31 December 2018 #Z—=—F—/\F+=A=1+—HILFE

33. CASH FLO\XQINFORMATION (CONTD)
HEMEREE @

(b) Analysis of the balances of cash and cash equivalents and short-term bank Deposits
B 4 B B 4 55 48 W e B0 BRAT R K

As at 31 December, cash and cash equivalents were denominatedin = R+_A=+—H ' IHE LB X BEYIRKE
the following currencies: YR

As at 31 December

Rt=A=+-8
N
RMB’000 RMB'000 &
ARBFT AREFTT S
Cash at bank and in hand 28 & M SR 1T & HifFE 2k g
RMB AR 1,378,417 1314,655
HKD /& #& 450,035 616,235
Australian Dollar /B X F|35 7T 15,166 10,123
Macanese Pataca Y2F97T 13,396 19,468
United States Dollar 7T 11,677 16,686 219
Singapore Dollar 713 7T 10,501 10,054
Canadian Dollar i1 & A JT 8,558 6,300
New Zealand Dollar 7 75 7T 4,637 5,299
South African Rand 3 3£ 4,270 12,271 f;j
UAE Dirharm /B 28 388 17 45 2,275 2,949 .
European Dollar BXJT 2,263 3,734 m
Swedish Krona i 8 75 BA 1,187 1,786 i
Swiss Franc 135 ED 948 2,380 o
Korean Won $2 7t 294 50 5B
Polish Zloty i I 2% & 12 289 773 g
Brunei Ringgit 3R E FF 86 614 s
Great British Pound 245 30 62 24
Czech Koruna #3252 57 7 122 f
A
1,904,036 2,023,561

WV WV WV WV VUV VUV VUV VUV VYV YV V VYV V V.V
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& F B 5 o R M AR (88
For the year ended 31 December 2018 #ZE=F—/\F+=A=+—HIEFZF

33. CASH FLO\X{_INFORMATION (CONTD)
ﬁé?ﬁ%%fﬁ A%\ (%7

(b) Analysis of the balances of cash and cash equivalents and short-term bank Deposits (Contd)

B4 e B 4 5 1B W A 0 1 BRAT A7 K (a0

Bank deposits with original maturities of over three months were  [RIGTFFHAR BB =A B NETERI R A
classified as short-term bank deposits and denominated in the (2 HRSR{T1F & » IREEREH| RO ¢
following currencies:

PRUONCNEO OO OO OO NCNEONEONCNONEOCNONEONONEONONO

o
o
= As at 31 December
= Rt=A=t+-—8
o
|8}
@z,
—
<t
5 RMB’000 RMB'000
z AR®T R AREFTT
<t
RMB A R & 34,909 89,368
HKD & #& 1,482,191 943,716
Singapore Dollar #7 03 7T 9,269 8,892
770 Canadian Dollar J1& AT 8,369 5,510
New Zealand Dollar 7 P8 &8 7T 2,404 -
United States Dollar Z£ 7T 759 710
Australian Dollar 8K F25 7T 224 232
- 1,538,125 1,048,428
—

As at 31 December 2018, the cash in hand balance of the Groupwas R-_FE—NFE+_BA=+—H ' XEFERZ
RMB1,599,000 (2017: RMB1,969,000). Cash at bank and short-term bank 35 ¢ #2%8 5 A K% 1,599000 L (ZE —+ % :
deposits balance of the Group was RMB3,440,562,000 (2017: A F£#51,969,0007T)  NEE R 1T1F 7 & 5 HA
RMB3,070,020,000). Management did not expect any losses from non-  §R 1717 ZX 842 %8 & A FR#53440,562,000 0 ( =&
performance by those banks. —+F . AR¥3,070,0200007T) c BEIEER
REEFFERERRRKIE -
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Notes to the Consolidated Financial Statements (Cont'd)

& P BB i R B GE (48

For the year ended 31 December 2018  #Z=F—/\F+=H=+—HIFFZE

33. CASH FLO\)Z‘INFORMAT[ON (CONTD)
Iﬁé‘z\?ﬁ%%fﬁ A%\ (##)

(c) Reconciliation of cash flows from financing activities

5T ) P A W B O

This section sets out an analysis of cash flows of financial liabilities from 2N &1 &} 51| & {& HA & A B %1 7= E’j E&8ELEE
financing activities and its movement for each of the year presented. Y IR & R E R D T AN

RMB’000 RMB'000 [
ARETR AREET T W
|
Gross debt — fixed interest rates 28 {&7% — & F F| = (919,429) (920,474) =
Gross debt — variable interest rates Z8 &7 — /2 EFI| = (192,048) (204,806) _';
=

(1,111,477) (1,125,280)

Borrowings due Borrowings due
within 1 year after 1 year Total 271

—FREWER —FRIABERK #Et
RMB'000 RMB'000 RMB'000
ARBFT ARBETT ARBTIT

Liability from financing activity as at 1 January 2017

R_ZE—+F—F—HELEETHNERE (211,000) (917,549) (1,128,549)
Cash flows B &/ & 3,700 = 3,700
Foreign exchange adjustments [ & F 2 = (€) ©)
Other changes H th & (2,500) 2,078 (422)

Liability from financing activity as at 31 December 2017

[ 73 B & 3R R )R

RZZBE—+F+-A=+—HELEETINAEE (209,800) (915,480) (1,125,280)
Cashflows I &M= 14,800 (549) 14,251

Foreign exchange adjustments [ & F 2 - (13) (13)
Other changes £ fth % (5,146) 4,711 (435)

Liability from financing activity as at 31 December 2018
RZE-NF+_A=+—REHEFHNAE (200,146) (911,331) (1,111,477)
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Notes to the Consolidated Financial Statements (Cont'd)
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For the year ended 31 December 2018 #ZE=F—/\F+=A=+—HIEFZF

34. RELATED PARTY TRANSACTIONS
6 Wi 5 22

Related parties include the Group and its subsidiaries, other majority
state-owned enterprises and their subsidiaries directly or indirectly
controlled by the PRC government, other entities and corporations in
which the Company is able to control or exercise significant influence
in making financial and operating decisions and key management
personnel of the Company as well as their close family members.

The ultimate holding company is beneficially owned by the State-
owned Assets Supervision and Administration Commission of People’s
Government of Beijing Municipality, so it is a state-owned enterprise
and is controlled by the PRC government, which also owns a significant
portion of the productive assets in the PRC. In accordance with IAS 24,
“Related Party Disclosures”, state-owned enterprises and their
subsidiaries, other than the ultimate holding company and its
subsidiaries, directly or indirectly controlled by the PRC government
are also defined as related parties of the Group.

A portion of the Group's business activities are conducted with other
state-owned enterprises. The Group believes that these transactions
are carried out on normal commercial terms that are consistently
applied to all customers. For the purpose of related party transactions
disclosure, the Group has identified, to the extent practicable, those
corporate customers and suppliers which are state-owned enterprises
based on their ownership structure. It should be noted, however, that
substantially all of the Group's business activities are conducted in the
PRC and the influence of the PRC government in the Chinese economy
is pervasive. In this regard, the PRC government indirectly holds
interests in many companies. Many state-owned enterprises have
multi-layered corporate structure and the ownership structures change
over time as a result of transfers and privatisation programs. Some of
these interests may, in themselves or when combined with other
indirect interests, be controlling interests. Such interests, however,
would not be known to the Group and are not reflected in the
disclosures below. In addition, a portion of the Group’s revenue from
sales of goods are of a retail nature to end users, which include
transactions with the employees of state-controlled entities while such
employees are key management personnel and their close family
members. These transactions are carried out on normal commercial
terms that are consistently applied to all customers. Due to the volume
and the pervasiveness of these transactions, the Group is unable to
determine the aggregate amount of these transactions for disclosure.
Therefore, the revenue from sales of goods disclosed below does not
include retail transactions with these related parties. However, the
Group believes that meaningful information relating to related party
disclosures has been adequately disclosed.

Al BRAKRER TEBT AR - EfthF
BRFAEZRSIEZREHINEEEEREFA
Al - B AR R ARE N W EM B L RE
EEEGIRENERNTE 2 RRIARARE
FAREEABRMMABEREINNRENKE -

RRABFEERARBIERT ARKTE
BEEEBEEZBERalA  FINRES
—REALE  XERTERF - AEHH
BABEERELLUHEE - REBERSE
ISR 24 5% [BEBE T ER | BRRIRIER AR R
HTNBTRrsh  BEREEKTEBAE
B EMEEEEMEFRARBKEE BN
BRI -

AEEN—BOEXFADHRREMERELE
ETH ARER/BFRHEENEEH
RASERBAEF —BOLEERFREITET
B SEBTRSBEBHN - AEBER
TREARBREEEHRIBREBLEN
EFEMHER - BRERBIENR  A5H
M E R XA ET BT A BRRA
HPBEKEAAERENRANTE - B
FERFREEERZ RARNER - FFZH
BERBERBEREMLERLS IREHN
BREE - FURSEATNEM LA HEEE
mEER T EGER - BR - AREEN
BHELEERERL RRAEIATHESD © 1t
Sh > REBENBARR D RERKRAFPER
RHNRT ZBEAFRARTELE R
% MELBRATEEEBEAECXERE
BABRMBMABERZEINREREZRS -
HERXHRENEEARAEBMEES, —
BOWLEFBRGFETH - BERLBEXFZH
HEEERNERFIERAN  NEBEEEKE
HEXZNAFTESE - Bt A M REAH
ERANSHELINEEHEAR S RAERNE
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Notes to the Consolidated Financial Staten1ents((:ont'd)

For the year ended 31 December 2018 &% —

RELATED PARTY TRANSACTIONS (conTD)
B 7 28 5

During the year, the Group had the following material transactions
with related parties, which were entered into at terms mutually agreed
with these related parties in the ordinary course of business.

(a)

Transactions with the ultimate holding company

l»‘ § /&jx%

Transactions with the ultimate holding company during the year are

summarised as follows:

GRS R S

mE

—NEF+ZASS—AILEE

REBAEEHBEHE TGO TERRS
BERFGER —MEFBIERIZEBE QAT
R E HEFCGEITHY ©

ZNGS R g Sl N

AR ZT -

2018

RMB’000
ARBT R

RMB'000
ARETT

Trademark licence fee (Note (i

) FIRE A& (HEE))

Rental expense (Note (ii)) =t {58 B & (B 5E (i)

Property leasing expense (Note (iii)) ¥ %# & & A (M & (iii))

2,642 850

2,364 2,364

4,995 3,780

Notes:

0]

(ii)

A licence agreement was renewed on 28 February 2013 between the
Company and the ultimate holding company whereby the Company is
allowed to use certain trademarks and trademark logos (collectively,
“Trademarks’) of the ultimate holding company.

The licence agreement is effective from 1 March 2013 to 28 February
2018. Upon the expiration of the licence, if the ultimate holding
company successfully renews the right to use the Trademarks and if the
Company fully complies with the terms and conditions of agreement
and requests to continue to use the Trademarks, the ultimate holding
company shall renew the agreement with the Company.

A licence agreement was entered on 28 February 2018 between the
Company and the ultimate holding company whereby the Company is
allowed to use Trademarks of the ultimate holding company. The licence
agreement is effective from 1 March 2018 to 31 March 2021. In case of
the extension of the agreement, the Company can apply three months
prior to the expiration of the licence and renew the licence agreement
with the ultimate holding company. The annual licence agreement fee is
RMB3,000,000 with an annual increase of RMB300,000 thereafter.

A land use right leasing agreement (the “Old Agreement”) dated 6
October 2000 was entered into between the Company and the ultimate
holding company. Pursuant to the agreement, the total area leased to
the Company is approximately 49,776.35 sq.m. The land is located in
Beijing, the PRC, with a lease period of 20 years commencing from 6
October 2000. The annual rental is calculated at a rate of RMB53.95 per
sg.m. Any adjustments to the annual rental shall be made at the market
rent, provided that such adjustment shall not exceed 10% of that of the
previous year. On 1 January 2006, an amendment was made to reduce
the total area of the land leased to 43,815.15 sg.m., the remaining clauses
on the Old Agreement still remain effective.

faE

(ii)

—T-=F_ -+ /\HEHKRE]
@HPET SEAFAAR - FIE - AR

i
RERARNEERERER (5 Fﬁﬁ

@\JD
° Ema»_l

AE
B
R

@EIDN}

FEEERSARE S ——F - —BE
%E*/\i A+ \BIE - FFrAEAEmHRE -
REERA RN KZEEFENEBEE
LK/AET@EMEL—TE%:\H]Umﬂj?dz%“@iﬁﬁii.:
ﬁm%ﬂi REER AR EERRBERTA A

U>E¢IE1TFI|

A\=E—NE=- A=+ /\BHESKIER
RIEMII N —MEREASFAAR - it - &
NEAEARKERATREE - SRR
BE_ - \FZA-—BBRE_ZT-_—F=H8
=+—Hit WFELERFERARKRE - NARAES
RZ S =E AR B BRKIERAF BT
BIRZERTTAR - —F— \FEHIEZEHFEA
HFAAREEABARKI0ETT  UNEEFETH
AREE30ETT ©

PTN] ) gggngﬁ,\mﬁ?%q EENCIE-S
Fl— it EREEE G (RipE]) - *ETE;,Z

W& AD Tfﬁ)\iiﬁgﬁﬁiﬁzxgﬁéssﬂ?ﬁﬁéo
Ziuwi PRIt R HERE ST TF+
ARBER  BH-_1+F FHEABTFHFRKAR
B&539570 - ARTHEZFTHESE  FIERBEBEIE
BhiGEET BETEBALFEMNESZT -
JJL/\_YY/\¢ )E] = Z’S jﬂﬁﬁl"b‘&¢ n/\T
BRI A HﬁE%EF“E%MSBBﬂ?E
Ko RipEMEAERTE -
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Notes to the (:onsolidated Financial Statements (Cont'd)

B PR B 3R B AR (A

For the year ended 31 December 2018 #ZE=F—/\F+=A=+—HIEFZF

CONTD)

34, RELATED PARTY TRANSACTIONS
B 77 38 25 o
(a) Transactions with the ultimate holding company (Cont'd)

I BRI A AR 5 ()

Notes: (Cont'd)

(i)~ On 25 January 2017, the Company and the ultimate holding company
entered into a property leasing framework agreement, pursuant to
which, the ultimate holding company has agreed to lease and procure
its other members to lease certain premises to the Group for its
productions and operations, including but not limited to office premises,
warehouses and staff quarter, for a term of three years commencing
from 1 January 2017 to 31 December 2019.

(b)
REEBRAFRB AV REGERENZS

B eE

(ifi)

(8]

b‘(\\:%ftifﬂ :+£E| KA ) HR R AR A
—;g;TfF%%%E B o BIEZ B - &K
ZERAGERE Hﬁﬁjﬂ&ﬁﬁﬁmz,a Gl
FUETFAEBRELEEREE  BFEETRER
%“*%% BEKBIRFEE REHE=F 8=

—+E—A—BRE_ZE-—NAF+_-_A=1+—
EIJJ:°

Transactions with the subsidiaries and joint ventures of the ultimate holding company

RMB’000 RMB'000
AR®T R ARETTT
Sales of Chinese medicine related products (Note (i) %65 A %548 B8 2= & (FF 5 () 1,078,396 925,238
Purchases of Chinese medicine related products (Note (i) £EBE e 848 82 & (M = (i) 146,224 118,972
Sole overseas exclusive distributorship (Note (iii)) /&49NE 3R & 885 (7 (iii)) 60,367 60,677
Advertising services income (Note (iv)) & & BRFSIA (B 3E (iv)) 41,505 37,205
Property leasing expense(Note (a)(iii) ¥ 2 & & F (M &F (a)(iii)) 3,687 3,806
Notes: LR
0) On 29 September 2016, the Company renewed the distribution (i) 75/\\_ T—RNENLA-TNE » KRAFEFRIER
framework agreement with the ultimate holding company. Pursuant to NEVEFTHEERERZ - RIBZER HE

the renewed agreement, the price of the products to be sold by the
Group to the ultimate holding company’s subsidiaries and joint ventures
shall not be lower than that charged by the Group to other independent
third parties and shall be determined in accordance with a reasonable
cost plus a fair and reasonable profit margin: (1) the reasonable cost shall
be determined by reference to the cost of the raw materials, the cost of
labour and the manufacturing expense etc.; and (2) the profit margin
shall be determined by reference to the prevailing market and the then
market price for comparable products in the related industry, and the
profit rate of the products of the Group in the past years of not
exceeding 50%, which is in line with the previous gross profit rate of the
Group. The renewed agreement was approved at the extraordinary
general meeting of the Company on 16 December 2016 and for a term
of three years from 1 January 2017 to 31 December 2019.

EEEHETRRERARANTARIRAERE
ZEMBREMER AN EB R EMIB L E =
%Z%‘QT% WIRABKAMAFEEBFBERET -

NAEKASBEMEIK A « AT K AEER
iﬁgm KA BEER2BEEITENLERZ
EAMSRERMSERRAEBERBEFE
TiBiES0% (EANEBMBEEMNR ) 2FBHxX
MET °» ZB I HECEARA —_T—RF+=
BTAABRMBRERFIASIE  BH=F
H—_FE—ttF—F—HE-Z—NF+=A
=t+—H8-
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(b)

Notes to the Consolidated Financial Statements (Cont'd)

For the year ended 31 December 2018

RELATED PARTY TRANSACTIONS (contp)
R i 7 22 5 a0

A R B 3R B AR (A

HE—ZFT—\F+_A=1+—HIFE

Transactions with the subsidiaries and joint ventures of the ultimate holding company (Contd)

SRR ERAFN AR RGBEENRZ S @

Notes: (Cont'd)

(ii)

(i)

(iv)

The Company renewed a master procurement agreement with the
ultimate holding company on 29 September 2016. Pursuant to the
agreement, the subsidiaries and joint ventures of the ultimate holding
company can supply to the Group the products that are required for the
Group's production, sale and distribution. The price procured by the
Group from the ultimate holding company’s subsidiaries and joint
ventures shall be negotiated by the parties on an arm'’s length basis. The
ultimate holding company shall not supply the products to the Group (1)
at a price higher than that of the products of the same type and quality
offered to the Group by independent third parties or the prevailing
market price; (2) if there is no comparable market price available for the
relevant materials/products, the price shall be determined based on the
integrated cost plus not more than 15% surcharge, and in any event, the
price for such procurement shall not be higher than terms offered by
independent third parties to the Group. The renewed agreement was
approved at the extraordinary general meeting of the Company on 16
December 2016 and for a term of three years from 1 January 2017 to 31
December 2019.

Tong Ren Tang Chinese Medicine renewed an exclusive distributorship
frame-work agreement with Parent Company 28 October 2014, with an
effective period from 1 January 2015 to 31 December 2017, pursuant to
which, Tong Ren Tang International Natural-Pharm, a wholly-owned
subsidiary of Tong Ren Tang Chinese Medicine, is appointed as the sole
overseas distributor of the Parent Company, for the purpose of the
distribution of the relevant Tong Ren Tang branded products supplied
by Parent Company ("Relevant Products’) outside the PRC. The price of
the Relevant Products supplied shall not be higher than the wholesale
price of the Relevant Products sold to the wholesale customers in the
PRC and shall be determined with reference to the then prevailing
market price. The renewed agreement has been approved by the
extraordinary general meeting of Tong Ren Tang Chinese Medicine on
27 November 2014.

Tong Ren Tang Chinese Medicine renewed the agreement with Parent
Company with similar pricing policies on 8 November 2017, with an
effective period from 1 January 2018 to 31 December 2020. The renewed
agreement has been approved by the extraordinary general meeting of
Tong Ren Tang Chinese Medicine on 1 December 2017.

On 29 September 2016, Tong Ren Tang Century Advertising renewed
the advertising agency framework agreement with the ultimate holding
company for a term of three years from 1 January 2017 to 31 December
2019. Accordingly, the fees for the provision of specific services by Tong
Ren Tang Century Advertising to the ultimate holding company or its
subsidiaries and joint ventures under individual implementation
agreement shall be negotiated and determined by the parties with
reference to the actual quotation offered by the advertiser, which is at
discount on the basis of its published price list, plus a reasonable fee for
the advertising agency service of Tong Ren Tang Century Advertising,
which is generally not higher than 15% of the quotation offered by the
advertiser.

BHeE - (#)

(i)

(iii)

(iv)

ARANZZE—RNEFELA TN BEZRIERD
AIBERZ—HDERBERE DS - Bt SEZEBRA
ANTFRARIRAECENAAEEHERAEEE
E #HERDEMBZABER AEER&K
ERARNTARIRAECERBHNERBIER
FRAGETER - OWREREEZEMME @ &
TERBYE=FRAANEBREZ ERRERFZ
MEET QWHEBERTETWAIHERT
B BIERGHRBARAN MR 5% KM meE
BETE  BEmuM  SEREBZEBRERTS
MBI E = F AL ERE 2 ERERT - B
BHECEARR —E—AF+ AT/ NBEHN
RERERREHE  A=F KT —+F—
A—BZ=Z—N4F+=-—A=+—H8-

RZZ-—NFE+A-+N\R RCERZEEFR
AERBIBREH DS AR - —hF
—A—RET—tF+-A=+—H - REH
@ RACEREN2EFARRICZERBERE
RERBEINEZEHE - AT AR P B LASM R
HEFLRHREZFHERCEREER ((HRE
) BRRRHEERERNERE2ENRFE
MWTISERETE - BENERREHE T EKH
B EER - ZBITHEEER T —F
T—AZTLtAARNRCERERRENAE
HEAE

R=ZZT—+F+—AN\B ' ACEREEGNF
ABUMERBRES T ZHhs BT
—N\E—A—HE-_ZE-_FF+-_A=+—H-
ZMERCER_E—tF+t A —HEBHRMNRLC
=R R A IE o

RZZB-RNFAAZ+IAR  RECEHLEESH
REERAREITEESREERBE A=
F ARER-Z—tE-A-RE-_TNF
TZA=+—R8 - gt - ACEHLESARKZ
ZERARREFARSAEEELAEARITHE
ATHREHEMABRE 2 EANE2EESRH
BEEBESTIPENER LG T —ERNENE
SREEYMERCEMLESNAERBER (—
BRAERES RHERERERN 15%) BEE °
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Notes to the Consolidated Financial Statements (Cont'd)

& F B 5 o R M AR (88
For the year ended 31 December 2018 #ZE=F—/\F+=A=+—HIEFZF

34. RELATED PARTY TRANSACTIONS (conto)
B i 7 22 5 a0

(c) Transactions with other state-owned enterprises

St B A SR R 5

In the ordinary course of business, the Group sells goods to, and
purchases goods from other state-owned enterprises based on terms
as set out in the underlying agreements, market prices or actual cost
incurred, or as mutually agreed.

The Group places deposits in and receives loans mainly from state-
owned financial institutions in the ordinary course of business. The
deposits and loans are in accordance with the terms as set out in the
respective agreements, and the interest rates are set at prevailing
market rates.

(d) Key management compensation

FEREA BB

Key management includes directors (executive and non-executive) and
senior management. The compensation paid or payable to key
management for employee services is shown below:

EREEBBRALENARERS  AEEMA
HEEEYEREBESY - BEXFER
HEHHEAEIGER - mE  MEENERK
A B B A IGRETT o

EEERSFAKENTFRMEREZ BB
BESHMEBEL - FRIMERDREZIEA
BT - MXRNILRBITHISNRETE -

TEEEABBRATMIFRTEEMSR
BEAE - EBRBAZEEEABXN
BB T -

As at 31 December
W+=B=+—H

RMB’000 RMB'000

ARBTR ARETTT

Salaries and other short-term employee benefits ¥ F1E {th 2 #{& & & 9,189 9,098
Pension costs — defined contribution plans 3BK & A A — FEEHZET 2] 442 405
9,631 9,503




Notes to the Consolidated Financial Statements (Cont'd)

& OF B 05 i 3R B R (4]
For the year ended 31 December 2018 #Z—=—F—/\F+=A=1+—HILFE

34. RELATED PARTY TRANSACTIONS (cont)
R i 7 22 5 a0

(e) Balances with related parties
128 Wi 2> ) A 2R Bk AR
As at 31 December, balances with related parties consisted of: PN+ A=1+—8 B RIFRAGEEE

As at 31 December
R+t=BA=+—H

RMB’000 RMB'000 A
I-LESH BT .
Amounts due from related parties (Note (i)): /& U B8 B 2 T 708 (FFEE (i) : :;
Subsidiaries and joint ventures of the ultimate holding company e
RERA RN T ARIREG SR 141,003 115,862
Other state-owned enterprises F B A 1k % 73,775 87,467
214,778 203,329 227

Amounts due to related parties (Note (i)): #& 1 B8 B A B 58 (MiEE (i) :
Subsidiaries and joint ventures of the ultimate holding company

REERAFNFREIRAEERE 50,269 46,699
Other state-owned enterprises F B 5 1k % 104,409 22,451
154,678 69,150

Borrowings from a related party (Note (ii)): {& B85 2 518 A K=K (B (i) -
Ultimate holding company Bx 4% 1% 3% 2 7] 32,000 32,000

[ 73 B & 3R R )R

>
\
>
\
>
\
>
\
>
\
>
\
>
\
>
\
>
\
>
\
>
\
>
\
>
\
>
\
¢
3



PRUONCNEO OO OO OO NCNEONEONCNONEOCNONEONONEONONO

\
>
\
4
\
4
\
4
\
>
\
>
\
>
\
>
\
4
\
4
\
4
\
<
\
>
\
5
>

ANNUAL REPORT 2018

228

LTD

o
o
w
m
Q
o
—
©)
Z
a5
O
m
=
Q
Z
<
i
Z
[S8)
(=4
Q
Z
o
=

Notes to the Consolidated Financial Statements (Cont'd)

B PR B 3R B AR (A

For the year ended 31 December 2018 #ZE=F—/\F+=A=+—HIEFZF

34. RELATED PARTY TRANSACTIONS (conTD)
B 7 28 5

(e) Balances with related parties (Cont'd)
58] W5k 2> ] 4 2 B 7 )

Notes:

(i) The amounts due from/to related parties are unsecured, interest-free and
recoverable or repayable within twelve months.

As at 31 December, the ageing analysis of amounts due from related
parties based on invoice date was as follows:

() ER/ESBBRARSRERES  ER
B WETEARGEE -

EFERK

RT+—A=1+—8 EBREBIFARBEREER
B HERE AT

As at 31 December
R+=—A=+—H

RMB’000
ARMF T

RMB'000
ARETIT

Within 4 months PH{E A LA R 159,684 158,830
Over 4 months but within 1 year P9 B 2= — 4 46,318 24,495
Over 1 year —F A £ 13,057 21915

219,059 205,240

Movements in the provision for impairment of amounts due from related
parties were as follows:

FE YRR A B IRBUE RO B BN A T

RMB’000
ARBTR

RMB000
ARETT

At 1 January R—H—H 1,911 =
Provision for impairment J& BT 12 2,370 1911
At31 December R +=—HA=+—H 4,281 1,911

As at 31 December, the ageing analysis of amounts due to related parties
based on invoice date was as follows:

R+—A=1+—8 ENBEBIFZRBEREER
B HRRE AT

As at 31 December
R+=—A=+—8H

RMB’000 RMB'000

AR¥TR ARBT T

Within 4 months PU1&E A LA A 153,663 62,442
Over 4 months but within 1 year P9 B Z=— 4 141 6,052
Over 1 year —F A Lk 874 656
154,678 69,150

(i) Borrowings from a related party are in the form of entrusted loans which
are unsecured, bear interest by reference to benchmark lending interest
rate published by the People’s Bank of China with moderate decrease
and repayable within one year.

i) MBARERAERTRRNANEREN &
I 2% B A R R 1T R B A
TOF - WIE— PR -




Notes to the Consolidated Financial Statements (Cont'd)

For the year ended 31 December 2018

35. BANKING FACILITIES

SBATRNE
As at 31 December 2018, the Group had aggregated banking facilities
of RMB1,080,487,000 (2017: RMB706,157,000) for loan and other trade
financing. As at 31 December 2018, the unutilised banking facilities
amounted to RMB909,681,000 (2017: RMB530,350,000).

36. COMMITMENTS
HREFHIH

(a) Capital commitments

BAK

As at 31 December, the Group had the following capital commitments
which were contracted but not provided for:

& PF B i R B EE (48)

HE—ZFT—\F+_A=1+—HIFE

RZE—NE+_A=+—8 ~&=EF#HE
AR ¥ 1080487000 TRITEEREE(ZZ
—+F : AR¥706,157,0007T) * AIARERK
MESZME R_TE—N\F+_A=+—
B RBEZEFREE A AR®09681,0007T
—T—+t%F : AR¥530350,0007T) °

RTZA=1t—8 AEEEN N HARRR
AR wRAEBE RO EAAGE

As at 31 December
R+=B=+—H

RMB’000
ARBT R

RMB'000
AREF T

Property, plant and equipment 55 & &Y « BRE K&

245,914 395,855

(b) Operating lease commitments

R MBE R

The Group leases various warehouse and factory premises under non-
cancellable operating leases. The future aggregate minimum lease
payments under non-cancellable operating leases are as follows:

AEEURBEMEELERNBEE RN
BEHM A o R A A BEERL 2 RIE
REEEAT

As at 31 December
R+=-—H=+—H

RMB’000 RMB'000

AR®T T AREFTT

Not later than one year —F A 62,293 59,498
Later than one year and no later than five years — & 2| 1 & 59,747 75,698
Later than five years FLEF LA = 4,801 11,275
126,841 146,471

WbV —F
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Notes to the Consolidated Financial Statements (Cont'd)

B PR B 3R B AR (A

For the year ended 31 December 2018 #ZE=F—/\F+=A=+—HIEFZF

37. muANCEﬁﬂETAND3E$RVENKWEMENTOFTHECONWANY
o vl B AR Mo B R

Balance sheet of the Company

\
<
\
>
\
>
\
>
\
>
\
4
\
4
\
>
\
>
\
>
\
>
\
>
\
4
\
4
;l
|

A B A R
As at 31 December
R+=HA=+—8H
=
= RMB’000 RMB'000
5 ISR Rt
o
o Assets EE
—
= Non-current assets IR B) & &
z Leasehold land and land use rights F & £t & 4 b {55 FA 48 74,920 77,250
< Property, plant and equipment 512 R IZEY) - BE KB 985,929 844,937
Intangible assets & &= 4,168 2,392
Investments in subsidiaries ¥fF A Al H) % & 858,784 670,826
Investments accounted for using the equity method &z /A A BRFYIRE 8,700 10,700
230 Amounts due from subsidiaries &Y+ &) 7K 18 - 299,950
Prepayments for purchase of property, plant and equipment
FBENEEY - BB KRR EEN K 26,245 25914
Deferred income tax assets #EIEFTIS 1 & & 12,966 8,086
; é 1,971,712 1940955
}4 S Current assets i 81 & &
4B Inventories 17 & 1,909,347 1,798,051
} S Trade and bills receivables JEU BE &mﬁﬁ 816,003 959,726
4 o Amounts due from subsidiaries &4+ &5k IR 397,049 10,766
} 5 Amounts due from other related parties JEHSZ 2N PO 21,198 78,403
4 i Other financial assets at amortised cost J«A%ﬁ?ﬁﬁﬁiﬁ’]ﬁﬁﬁﬁ%ﬂﬁ}?ﬁ 10,278 =
>< b Prepayments and other current assets T84 58 & B 7R &) & B 15,922 22,135
} [* Financial assets at fair value through other comprehensive income
< > WARBEFEEESS AR MEE RSN EREE 141,827 -
3 2 Short-term bank deposits %5 EA#R1T1F X 21,191 79,368
4 Z Cash and cash equivalents 3R & & 3R & EEY) 974,823 1,047,126
> E
4 B 4,307,638 3,995,575
> E
; 2 Total assets & & # 5t 6,279,350 5,936,530
4
4
4
4
4
4
4
4
4
4
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For the year ended 31 December 2018  #Z=F—/\F+=H=+—HIFFZE

37. BALANCE SHEET AND RESERVE MOVEMENT OF THE COMPANY (conto)
4 ) AR M A R

Balance sheet of the Company (Contd)

A& EAERm®

As at 31 December
Rt+t=HA=+—H

RMB’000 RMB'000
AR®T T ARETT !
Equity and liabilities ## & & & {
Equity attributable to owners of the Company _;
BEERRAQRREE &
Share capital &< 1,280,784 1,280,784 #
Reserves (Note (a)) & # (P 3T @) 3,098,345 2,804,306
Total equity #Ez= & 5t 4,379,129 4,085,090
Liabilities & f& 231
Non-current liabilities 3£/ E) & &
Borrowings f& 5k 910,408 914,974
Deferred income — government grants #EZEUW A — BT BN 47,571 57,835
957,979 972,809 S n
N )
Current liabilities REI & & }LL 4
Trade and bills payables &1 BR 58 & 5 395,601 365,951 » }
Salary and welfare payables &t T & K 18 Fl| & 65,378 64,496 - {
Advances from customers FBU ZXIA 23,130 25,093 = }
Arnounts due to subsidiaries B -2 51308 49,854 118,855 =
Amounts due to other related parties AN NI E 100,536 37,128 &= }
Current income tax liabilities & BT 5 & (& 21,190 18,099 & 4
Other payables A &< 5% 199,553 164,509 =t >
Borrowings f& 2k 87,000 84,500 f <
al
942,242 878,631 h
Total liabilities & & & &t 1,900,221 1,851,440 >4
Total equity and liabilities #3 & & & 5t 6,279,350 5,936,530 a
The balance sheet of the Company was approved by the Board of /A &] PR RERESEEN _ZE—NF=A a
Directors on 19 March 2019 and was signed on its behalf. ‘f‘j'L BitE WRREZFZEE - }
Gao Zhen Kun Fang Jia Zhi ;
5 R 18 BERE <
Chairman Director
EFE 5% h
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For the year ended 31 December 2018 #ZE=F—/\F+=A=+—HIEFZF
37. BALANCE SHEET AND RESERVE MOVEMENT OF THE COMPANY (contp)

N B R B B3R

Balance sheet of the Company (Contd)

PRUONCNEO OO OO OO NCNEONEONCNONEOCNONEONONEONONO

2w & AR R )
(a) Reserve movement of the Company (a) ATFIEREER
Statutory Statutory

z Capital surplus public welfare

o reserve  reserve fund fund  Taxreserve Retained

s (Note18(a))  (Note18(b))  (Note18(b))  (Note 18(c)) earnings

o AR

o EX R NEE  iEAEE 4%ES

= (W)  (MEE18b)  (RiEE1s(b)  (W&E18(c) ERedlE

> RMB'000 RMB'000 RMB'000 RMB000

: ARETT ARETL ARBTR ARETR

<
Balance asat 1 January 2017 R =S —+F— A — A 414100 387,703 45455 102,043 1528053 247735
Profit for the year ZEfE - - - = 531,877 531,877
Appropriation from retained earnings IR N E - 53,201 = = (53,201) =
2016 dividends paid to shareholders of the Company

232 INARARR-Z—FERE - - - - (204,925) (204,925)

Balance as at 31 December 2017 R=F—tE+-A=1+—AH%HE 414100 440904 45455 102,043 1,801,804 2,804,306

a)

= Balance asat 1 January 018 R =E—\E—A—B#HE 414,100 440,904 45,455 102,043 1,801,804 2,804,306
Profitfor the year & I - - - - 511,772 511,772
Appropriation from retained earnings IR B R A E - 51,208 - - (51,208) -
2017 dividends paid to shareholders of the Company
INADARE=E—+FERE - - - - (1773) (217173

Balance as at 31 December 2018
R-ZZE-N\E+-R=1—-BHE 414,100 492,112 45,455 102,043 2,044,635 3,098,345
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Please use JD App to scan the following QR code
i FH S SR App it 4t DA T A 1S

Tong Ren Tang Food Flagship Store Tong Ren Tang Cosmetic Flagship Store
(JD.COM) (JD.COM)
) A3 SRR R SR 4k) A A At SBE g s ORISR )

Please use TAOBAO App to scan the following QR code
wi VR B App fa 8 DA T 4TS

Tong Ren Tang Food Flagship Store Tong Ren Tang Cosmetic Flagship Store
(TMALL.COM) (TAOBAO.COM)
[l £ S (RS T 4 WAt iR s (F )

OFFICE AND MAILING ADDRESS  No 20. Nansanhuan Zhonglu, Fengtai District, Beijing,
the PRC

W Rl bR AE I A R = B R 205%



Tong Ren Tang Technologies Co. Ltd.
EXRLZHEERRNA RAF
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This Annual Report is printed on environmentally friendly paper
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