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III. CHANGES IN SHARE CAPITAL STRUCTURE AND INFORMATION ON
SHAREHOLDERS
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Supervisors:
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REVIEW OF OPERATION

During the first half of 2007, the Group took active steps to undermine the negative impact

brought by the increase in the price of the chemical raw materials, decrease in the price of

pharmaceuticals and exchange rates fluctuations. The Group took advantage of the booming

sale market, actively explored the domestic and overseas pharmaceutical markets and
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VI. MANAGEMENT DISCUSSION AND ANALYSIS

The Group is mainly engaged in the development, manufacturing and sale of bulk

pharmaceuticals, pharmaceutical preparations, chemical and other products. The profit of the

Group is mainly attributable to these businesses.

1.
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2. Results and Financial Analysis under PRC accounting standards

In the first half of 2007, the Group had achieved a turnover of RMB968,877,000 from its
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An analysis of the Group’s turnover from principal operations is as follows:

First half of 2007
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VII. REVIEW OF MAJOR EVENTS

Save as disclosed herein:
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7. The Company and its shareholders holding more than 5% of total number of issued

shares of the Company have provided undertakings for information disclosure as follows:
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VIII. CORPORATE GOVERNANCE

COMPLIANCE WITH THE CODE ON CORPORATE GOVERNANCE PRACTICES
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Notes of prepared in accordance with PRC accounting standards:

1.
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Current liabilities
Trade and bills payables 9 311,119 213,080

Other payables and

accrued charges—80T
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3. SEGMENT INFORMATION

The Group is principally engaged in the development, production and sales of

pharmaceutical products, preparations, chemicals and other products. Its major place of

operation is in the People’s Republic of China (“PRC”).

(i) By business segment:





— 35 —

4. EXPENSES

Expenses (income) included in selling expense, administrative expenses and other operating

expenses are analysed as follows :

(unaudited) (unaudited)

Six months Six months

ended 30th ended 30th

June 2007 June 2006

RMB’000 RMB’000

Depreciation 60,062 50,114

Amortisation of prepaid lease
Amortisation oftechnical knlow-how:642 642
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(b) The Company and a subsidiary are located in the high-technology economic zone
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10. RELATED PARTY TRANSACTIONS

Significant related party transactions, which were carried out in the normal course of the

Group’s business are as follows :

(unaudited) (unaudited)

Six months Six months

ended 30th ended 30th

June 2007 June 2006

RMB’000 RMB’000

Shandong Xinhua Pharmaceutical Group

Company Limited (“SXPGC”) and its subsidiaries

— Sale of water, electricity and steam

 and raw materials 6,714 9,028

— Purchase of raw materials 40,948 21,244

— Rental income — 700

— Rental expense 500 —

— Purchase of machineries — 1,499




