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CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET
(“GEM”) OF THE STOCK EXCHANGE OF HONG KONG LIMITED
(THE “STOCK EXCHANGE”)

GEM has been positioned as a market designed to accommodate
companies to which a higher investment risk may be attached
than other companies listed on the Stock Exchange. 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 the Main Board
and no assurance is given that there will be a liquid market in the
securities traded on GEM.

Hong Kong Exchanges and Clearing Limited and the Stock Exchange
take no responsibility for the contents of this report, make no
representation as to its accuracy or completeness and expressly
disclaim any liability whatsoever for any loss howsoever arising from or
in reliance upon the whole or any part of the contents of this report.

This report, for which the directors (the “Directors”) of Beijing Tong
Ren Tang Chinese Medicine Company Limited (the “Company”,
together with its subsidiaries, the “Group”) collectively and individually
accept full responsibility, includes particulars given in compliance with
the Rules Governing the Listing of Securities on GEM (the “GEM
Listing Rules”) of the Stock Exchange for the purpose of giving
information with regard to the Company. The Directors, having made
all reasonable enquiries, confirm that, to the best of their knowledge
and belief the information contained in this report is accurate and
complete in all material respects and not misleading or deceptive, and
there are no other matters the omission of which would make any
statement herein or this report misleading.
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ﬁfV‘Corporate Profile
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Founded in 1669 (Eighth year on the throne of Emperor Kangxi, Qing Dynasty), Beijing CO ntent
Tong Ren Tang (“Tong Ren Tang”) was the only one serving the royal families with Chinese

medicine for 188 years over the reign of eight emperors since 1723. Beijing Tong Ren Tang N

was renowned in the traditional Chinese medicine (“TCM”) industry nationally. Inheriting M/

the Tong Ren Tang’s corporate motto of “Complexity and quality are not to be forfeited by

costs”over 346 years, we are self-disciplined to offer products and services with quality. We

are cautious in our manufacturing process and look for excellence, our products are famous

and hereditary with its unique formulas, superior raw materials, superb technical skills and Tong Ren Tang at a Glance in 2015
distinguished efficacy. —E-hERC-CE—E

“From commitment since its establishment to being the sole Chinese medicine provider Distribution Network

to royal families; from recession to recovery, and to the invasion of the enemies; and SHERK
from the rebirth as the People’s Republic of China to forge reform and be innovative. Financial Highlights
Tong Ren Tang, an enduring national brand that overcame vicissitude, is the symbol of s

quality and credibility.”
Chairman’s Statement

Quote from “Tong Ren Tang: Inheritance and Development” by Bian Dong Zi EE R
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March =H

Attended the Boao Forum
Annual Conference

2 INEE M

May Ti.H

Opened the 5th retail outlet
in New Zealand

MR R ESR T E 1L

February —~H

Completed the acquisition
of Honour Essence Trading

TRBBEARLESERA

— TONG REN TANG at a Glance in 2015
_ WFE AR

August J\H

Opened the 6th retail outlet
in New Zealand

o NETERIFRFEORTELIN
¢ Grand opening of the 1st

Chinese medicine health
and wellness centre in the
INEEHETeS
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October 1+-H

Formally launched
our cross-border
e-commerce platform
“trt.hk”
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November +—H

Opened the 7th retail outlet in
New Zealand

IR E TR T E KL
Opened the 2nd retail outlet

in the United Arab Emirates
(“UAE”)

TR R 28 FIRR B2 R T 4R

December +—-H

Grand opening of the 1st retail
outlet in each of Sweden and
Czech
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Opened one retail outlet in
Hong Kong
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Financial Highlights

H pspins

Our Growth in 2015 —_ZE—FHEMIEE

Revenue Gross Profit
e 2 7 5 o 25 I
(0] (0]
HK$'000 ® / o ° / (o)
T
1,000,000 970,477 800,000 | HK$'000
T T 680,877
750,000 600,000
500,000 400,000
250,000 200,000 [ 118,881
0 2011 2012 2013 2014 2015 0 2011 2012 2013 2014 2015

The following is a summary of the published results and assets and liabilities of the Group for the
past five financial years.

Financial Summary #5545 %2

Continuing Operations & & & %78

Revenue B

Gross profit 7|

Profit for the year 4 & F)8

Discontinued Operations T & IF & & ¥ 7%

Profit for the year 4 & Fl ;4

Profit for the year & E 7|8

Profit attributable to owners of the Company 7~ 2 T # A& A fE15 75H

Total assets 8 & E

Total liabilities 42 & {&

Net assets & & F 8

Financial Metrics 813§ 512

Gross profit margin F &2

Net profit margin 45 &l 2

Current ratio /i B Lt &

Return on equity A% 7K [@ %k &

Return on assets & ZE B 7R &

Earnings per share (HK$) E% & F| (G57T)
— from continuing operations 7 B 1 B /F & ¥ 75

— from discontinued operations 3 B & 4 | F &R & 375

Dividend per share (HK$) BRI S (78 7T)

Profit Attributable
Profit for the Year To Owners of the Company
w7, )3
HEAL AT
e 1 % e I %
400,000 | HK$'000 374,578 400,000 | HK$'000 354,249
FHT 204,698 FET o 12s

220,001

200,000 200,000
100000 | 60,153 100000 | 5g 738
0 2011 2012 2013 2014 2015 0 2011 2012 2013 2014 2015

NTAREEBER AT RFENDS AMEEANEERBERE

For the year ended 31 December BEZE+—A=+—HLFE

2015 HK$’000 2014 HK$'000 2013 HK$'000 2012 HK$'000 2011 HK$'000

—R-EF TR —F-NFTET T4 TET —F--F DB —F—F AL

970,477 761,051 613,963 333,039 173,259
680,877 543,031 420,043 236,092 118,881
374,578 294,698 227,548 92,161 4,690

- = = 66,953 55,463
374,578 294,698 227,548 169,114 60,153
354,249 287,124 220,001 155,935 58,738

At 31 December *+=—HA=+—H

2015 HK$’000 2014 HK$'000 2012 HK$'000 2011 HK$'000

T F FTH L —T——F FHET

—®-FHE FER —B-0F TEL

2,026,985 1,632,541 1,410,115 668,859 479,441
118,070 95,680 100,396 101,171 69,676
1,908,915 1,636,861 1,309,719 567,688 409,765
70.2% 71.4% 68.4% 70.9% 68.6%
38.6% 38.7% 37.1% 27.7% 2.7%
14.7 14.5 121 5.3 5.3
19.6% 19.2% 17.4% 28.0% 14.7%
18.5% 18.1% 16.1% 23.8% 12.5%
0.42 0.35 0.29 0.15 0.01

- = = 0.11 0.09

0.42 0.35 0.29 0.26 0.10

0.13 0.10 0.08 0.25 =
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Natures

It refers to the four
properties: Cold, Hot,
Warm, and Cool. The
four natures influence
the body to regulate
yin and yang and the
transformations of Cold
and Heat.
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Cold is one of the four properties
of Chinese medicinals. Cold
medicines can eliminate heat
patterns. Among the four
properties, Cold and Cool are
opposite of Hot and Warm. Cold
and Cool are the same in nature
but differ in degree. Cold is
stronger than Cool.

For example:

Lonicerae Japonicae Flos, Rhei
Radix Et Rhizoma and Coptidis
Rhizoma

- LB

- \WPHTH

e
- ot

=

o B
- W Z R

=R g

S e

N
=]

009

Cool is one of the four
properties of Chinese
medicinals. It can
down bear fire and
relieve heat patterns.

For example:
Panacis Quinquefolii
Radix, Chrysanthemi
Flos and Dendrobii
Caulis
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Hot is one of the four
properties of Chinese
medicinals. It can dispel
Coldand is used to
eliminate heat patterns.
Hot and Warm are the
same in nature but differ
in degree. Hot is stronger
than Warm.

For example:

Aconiti Lateralis Radix
Praeparata, Cinnamomi
Cortex and Zingiberis
Rhizoma

Warm is one of the four properties of Chinese
medicinals. It can dissipate Cold and
supplement deficiency.

For example:
Jujubae Fructus, Astragali Radix and
Angelicae Sinensis Radix
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Flavours

The five flavours refer
to five different tastes
of Chinese medicinals.
They are acrid, sour,
sweet, bitter, and salty.
They reflect the effects
of medicinals in clinical
experiments.
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Circulates blood and gi as well as dispersing wind and cold.

Examples include Ephedrae Herba and Cinnamomi Ramulus help to
relieve exterior syndrome and dissipate cold; Aucklandiae Radix and
Carthami Flos help to promote the circulation of blood and qi.

The corresponding organ — Lung

Sour

%
A
o) Engender body fluids and
=
i
b=

a8
%‘E'i % ® increase the appetite, astringe
g F ® and stop sweating.
D *
i Hﬂ Jiy Examples include Schisandrae
f;% =% Chinensis Fructus and Corni
o BE T Fructus which help to astringe
A ° sweating and essence.
7
i Galla Chinensis astringes the

intestines to relieve diarrhea.

The corresponding organ — Liver
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Clears heat and drains fire, dispels
cold and dries dampness.

Examples include Coptidis Rhizoma
and Phellodendri Chinensis Cortex
which clear heat and dry dampness;
Rhei Radix Et Rhizoma drains
downward.

The corresponding organ — Heart

) Supplements deficiency and relieves pain,
and harmonizes the nature of medicinals.

¢ Examples include Ginseng Radix Et

k Rhizoma and Astragali Radix which
supplement original qi; Glycyrrhizae Radix
1 and Jujubae Fructus harmonize the spleen
and stomach as well as other medicinals.
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The corresponding organ — Spleen
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Salty

Drains downward to free the stool, softens hardness and
dissipates binds.

Examples include Sargassum and Arcae Concha, which
soften hardness and dissipate binds; Natrii Sulfas drains
downward to free the stool.

The corresponding organ — Kidney
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Tong Ren Tang, with ancient traditions and strong
vitality, advances with times and innovates in our
inheritance. Our cultural roots and development
paces are in succession from the Yue’s Family’s

concept when the brand was created.

Evolving over several thousands years, Chinese medicine, which embodies
the profound philosophy, health and wellness of the Chinese nation and
practical experiences, is the treasure of ancient Chinese science and also
the key to the treasure of Chinese civilization.

With profound cultural heritage, unique medical model and positive efficacy results to modemn diseases, chronic
diseases and infectious diseases, the Chinese medicine, its treatments and services are increasingly known and
accepted by people all over the world. It is becoming an irreversible historical trend around the world.

Advancing with Times, Be innovative

2015 was a crucial year for the comprehensively deepened reform of China and also for wrapping up China’s
Twelfth Five-year Plan. The domestic and international economic environment remained intricate, making 2015 a
year of opportunities with challenges.

Amidst the global tides of economic slowdown, the Group rose to the challenges and seized the opportunities by
taking the initiative to adapt to the New Normal, adjusting our business models and structure, making diversified
investments, stressing innovative strategies and improving risk prevention and control. During the Year, the Group
acquired Honour Essence Trading Limited (“Honour Essence”). We took advantages of its strong distribution
networks, working with our existing retail outlets, so as to further increase the Group’s competitiveness and
market share and to consolidate the leading position of Tong Ren Tang in Hong Kong.
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Chairman’s Statement

Following Tong Ren Tang’s first step to Europe by settling up business in Poland in 2013, more and more Europeans
began to trust and accept the philosophy of Chinese medicine and healthcare. During the Year, the Group successfully
entered into the Netherlands, Sweden and Czech, further improved the development layout of Europe market and
actively boosted the EU-China bilateral development.

With the idea of “Internet Plus” penetrating in every field of the society, “Medical Internet Plus” will become one of the
major trends in the industry in the coming years. The digitalization, mobilization and the Big Data will make the medical
industry even more energetic. Based on our overseas premium resources and development, the Group placed
digitalization of health index as the core and adapted to the era of “Internet Plus” by utilizing health data detection and
analysis, so as to achieve an international health service ecological platform. This platform is integrated with healthcare,
disease prevention, disease treatment, rehabilitation and insurance and is supported by four major segments of health
testing and consultation, cross-border health vertical e-commerce, cross-border Chinese medicine e-commerce and
finance and insurance. “trt.hk”, our cross-border health vertical e-commerce was officially launched during the Year,
focusing on imported health and wellness products, we were able to track the entire value chain from supply to sales.
Such transparency is a milestone for establishing a sophisticated Chinese medicine, health and wellness structure.

Rooted in culture, a fusion of East and West

Communication is the key to cultural exchange, which is consistent with the Confucian philosophy to accommodate
divergent views. In spite of the differences in history and culture, the East and the West have gained fruitful returns
through the cooperation in economic, cultural and academic exchange over the years. The in-depth research and
review of Chinese medicine has contributed to the world’s medical industry and research and development of life
science. The Group has been committed to combine the traditional Chinese medicine culture with modern science to
strengthen the research and utilization of the Chinese medicine supported by the theory and data. On the basis of
building the famous brand, the Group has been constantly improving our innovation and service strategies. During the
Year, the Group worked with the program from China Central Television (CCTV) named “Dream Weavers China” to
capture the legendary adventure of the overseas development of Tong Ren Tang and the realization of the Chinese
Dream, constantly promoting the positive attitudes. As a representative Chinese medicine company with high
reputation, Tong Ren Tang attended the Boao Forum for Asia for the first time and took the opportunity to draw the
world’s attention to the development of the Chinese medicine and to promote the Chinese medicine to the world.

Business prospects

As strategy of China’s “The Belt and Road” continues to develop, the internationalization of Chinese medicine industry
is facing new opportunities. In response to the national urge of “Traditional Chinese Medicine Going Global”, the Group
will continue to expand the overseas market and establish Chinese medical and healthcare centres, and accelerate the
registration of the Group’s self-manufactured products and the parent group products in overseas in order to continue
to expand the overseas market share of Tong Ren Tang brand products. In the future, the Group will seek diversified
developments, with “Big Health” as the development concept, “Localization” as the development method, “Capital
Operation” as the development tool and “Brand Culture” as the development cornerstone, and strive to establish local
production bases overseas so as to build the whole industrial chain model for the integration of cultivation, procurement,
research and development, production, sales, service, culture and education. We also keep the long-term interests of
our shareholders in mind and make overall plans and prudent investments according to the situations of different
countries, regions, stores and products.

We will fulfil the growing needs for health and healthcare by strengthening the cooperation with mainstream foreign
universities, adhering to the development and collaborative innovation of Chinese medicine, as well as constantly
enriching the theory and practice of the Chinese medicine. We will widely spread the finest Chinese culture, form a
sense of cultural identity and consensus and contribute to the Chinese Dream of the Chinese nation.

Acknowledgements

In the times of globalization and internet solution with lots of challenges and competitions, the hard-working and loyal
employees with innovation and wisdom are the most valuable assets of the Group. | take this opportunity, on behalf of
the board of Directors of the Company (the “Board”), to express our heartfelt thanks to all employees both at home and
abroad for their dedication and loyalty and to our shareholders, customers and business partners for their trust and
support.
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/&‘E;Mana ement Discussion and Analysis
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From commitment since its establishment to being
the sole Chinese medicine provider to royal families;
from recession to recovery, and to the invasion of
the enemies;

and from the rebirth as the People’s Republic of
China to the economic reform and innovative
development. Tong Ren Tang, an enduring national
brand that overcame vicissitude, is the symbol of
quality and credibility. 99

Business Review

Overview

Over 346 years, since the establishment of Beijing Tong Ren Tang, the long brand has inherited the reputation for
delivering high quality and authentic Chinese medicines. The core values of the brand we uphold, integration of
internal product resources and the innovative development strategies are reasons for our successful continuous
development.

Reviewing the overall situation of the global economy in 2015, the slow economic recovery was fragile with much
instability and uncertainty. Our business faced many challenges, but the trend of aging population, growing public
demand for healthcare, gradually increasing awareness of the use and effect of Chinese medicine and health
products, made the demand for Chinese medicine increase with steady growth in medical consumption. In
accordance with the characteristics of each of the overseas markets, we deployed strategies and carried out
targeted investment. In 2015, we launched retail outlets in Hong Kong, the Netherlands, New Zealand, Sweden,
the UAE and Czech respectively, where our coverage has increased from 56 retail outlets in 2014 to 63 retail
outlets in 2015 across 19 countries and regions.

For the year ended 31 December 2015 (the “Year”), revenue increased by 27.5% to HK$970.5 million (2014:
HK$761.1 million), net profit increased by 27.1% to HK$374.6 million (2014: HK$294.7 million), profit attributable
to owners of the Company increased by 23.4% to HK$354.2 million (2014: HK$287.1 million) and earnings per
share increased by 20.0% to 42 HK cents (2014: 35 HK cents). The Directors recommend the payment of a final
dividend of 13 HK cents per share for the Year (2014: 10 HK cents).

Hong Kong

This Year, the Group’s revenue and profit are still mainly attributable to Hong Kong market. Despite a decreasing
growth in visitor consumption and arrivals in Hong Kong, and slowdown of the overall retail growth, the revenue
from Hong Kong market amounted to HK$558.5 million (2014: HK$378.7 million), representing an increase of
47.5% with the same-store sales growth of 12.2%, which was driven by strengthening brand and product
promotion this Year. In order to promote Tong Ren Tang’s “benevolence-oriented” philosophy as well as
commitment of bringing health to more people, some of our retail outlets provided periodic free Chinese medical
consultation service. In addition, a number of promotional activities for key products were carried out so that the
brand of Tong Ren Tang can further penetrate the local market in Hong Kong. In February 2015, the Group
successfully acquired Honour Essence. By utilizing its powerful distribution network, the market competitiveness
and market share of the Group’s products have been further strengthened, and the leading position of Tong Ren
Tang products in Chinese medicine market in Hong Kong has been consolidated.

Beijing Tong Ren Tang Chinese Medicine Company Limited | Annual Report 2015

CCpp s 2 0 Tt A
ﬂr@£@%JW§MEm
S o L SR 37
ﬂﬁ%ﬁ@mﬁﬁ%m
MR TR A |
ﬂﬁM&$%@%Z%

[l I8 B e SR A R i A,

JRECHRER > B Ay E m B EERIREL - 99

BitRACEZRTES  BB46FZA - BERMPENREXLE
ﬁk?&i@?ﬂ?l\)\i?ﬁZﬁF%E/iitxméﬂﬁﬂﬁ%E?EEZ;J BIVRA
ZWmE L ERE T»uﬁi%ﬁ%ﬁ&'ﬂ?ﬁiﬁ + RIS B R B

ERPIFEERNOKIZE

AB_T - NERRQERREDRS  DHFERS TREEM A5
ElE - BERMESEHUZERS - BEZAOZCBERE - AR
HREEEFRKAEEN - B ERRRERDERRERNRBEZ
SR CHBEENFRERER  BEHE-—BAFBENER -
KB BE MM EBEE - RIBEIITISNTRARE - DHEHNE - &
THENERE - R0 F RMEFE  wF  NOH - Wi
P e MR RTERE  SARBEBEENERIMREZ 19

B N EERGE T MFeREE-T-—RF63K °

HE-Z—AF+-_A=+—BLEFE(TAF])  KREBUAEN
27.5%1970.5@%,%%(_7 e 7611 EBEB L)  JF B
27TA%E3746EEBL(ZT—UF : 2047HEE ) ARA %A
ANE(RFEIEN23.4% =354 2B BB L (=T —UF : 2871 & B
70)  BRAR EFA200% E428 W (=ZF—HF : 3581L) - EHE

BT AREAR S ERABEIL (Z T~ - 10381l) -

EHkTi
AFE BEEMGRABAEBLERETEHRARBFNER - BE

BIRFAERLRKERETRTE  BEBRRTERERRE K
SEEEMSHNRAR86BEBT(— T~ : 378 7B EET)
EF475%  BEHEERE122% IR AKE NG ®ERER
EEHETHME - REERCE [ACRAE] E’JEE‘\ ?&ﬁﬂ—rﬁ_ﬁm

REZA BRSO TEERERRAPERDRY - RE5E

HEHERERLY - %Iﬁ1:ﬁﬁﬁ$i&-ii§)\%?§$im%— 750_
T-RER AEERDEEBTAZES - MAERKHDHER
CRETRCEREE

E—FMRAREERNTSHF O REAE
mAEEE T B EM SN AT -

CT—

HKS$’ million
BEHBIT 970.5
761.1
K 2014 2015

ERACEAEERARF | —2—AF 58



Management Discussion and Analysis

B i S o i

The healthcare centre “Tong Xin Tong Le Tong Ren Tang” ([E/0) 2% e [5{= %) located in Central, Hong Kong is
our first flagship store of exploring healthcare services. Adhering to the brand philosophy that “Nurturing kindness
and virtue, Preserving tranquility and wellness”, the healthcare centre introduced various characterized healthcare
programmes and provided tailor-made healthcare plans for comprehensive and meticulous treatment for
customers according to their health conditions and specific needs. Over one year’s operation, the comprehensive
services and excellent medical diagnosis and treatment the Centre offered has gained good representation and
popularity among local Hong Kong people. Valuable experiences were provided for further establishing healthcare
service models to the overseas.

This Year, since we focused on optimizing and improving operating efficiency of existing retail outlets, only one
retail outlet was added in Hong Kong resulting in an increase of number of retail outlets in Hong Kong to 23.

Apart from Hong Kong market, the Group is making efforts on opening up new overseas markets on the basis of
consolidating the existing overseas markets, so as to achieve the global strategic layout of “Base in Asia and open
up Europe and America”. During this Year, we opened one retail outlet in the Netherlands, Sweden and Czech
respectively,which are new markets, expanding the business to 18 countries and regions out of Hong Kong, and
increasing the total number of outlets to 40. In the Year, the revenue from overseas market amounted to
HK$232.5 million (2014: HK$195.5 million), representing an increase of 18.9% with same-store sales growth of
17.4%.

The sales of self-manufactured products in the Mainland China were in line with the sales last year despite the
continued pressure on the domestic economic slowdown in the Mainland China.

MREBPREYND [AOELE -RCE ] BEREDL  BAEERR
BERBRRBEZNEHEEE - BEEPORERCE [RECHE
BERLE I NRBEE  sSIAZEREEEREEE  TERRER
TRBERE R STEHHUERENR  2ELAEEHEREA
SEAN - BAEPLBEB—FRNEE - TEERIRAE R H RS
B BEUSBRZERN  BRERSNOE BEEEANMLANE
o RT - PEHELERBRBEADEIMEETEENLR

AE - FPETEEMRRREAEMNSE N - RIEN—FHEH
CEBTHERIGLE2ZR o

BRAEETHEIN  NEBEZERBEIITISNER - BHMEBHT
KBNS BIR [VhiZaN - FHEEE] NE2KREHR - NER -
BMEFTHEE  mH - FRoflRE—XEERE  SEBHARE
HEBUIIG18ERR LME - TELIHILE 40 o AF - 2REFHD
MEMRAB22RLEERTL(ZE—WF 1066888 L)  BEK
18.9% * RIS HEBRIE7.4% °
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Retail Network 2515 7%
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Brunei 303 Indonesia HIJ& Singapore #H/k fima
Cambodia Hifi%e Macao [ Sweden it UAE [l &
Canada in&k Malaysia J&2kpGi Thailand % UK 3R
Czech #ws New Zealand #iv4ii

-

We are self-disciplined to offer products
and services with quality

The Netherlands is one of the European countries that favors Chinese medicine the most. Chinese medicine by
reputation and efficacy has been gradually well-accepted by the mainstream Dutch society, since many Dutch
people recovered by turning to Chinese medicine for help after having no solution in western medicine. The Group
set up a Pudu health centre in The Hague, the Netherlands in August this year. The centre now has four major
service sectors: traditional Chinese medicine therapy, integrative medicine physical therapy of Chinese medicine
and western medicine, sales of traditional Chinese medicine healthcare products and Chinese medicine healthcare
and regimen. We are committed to bringing new experience for the Dutch people’s health by integrating medical
treatment, rehabilitation and healthcare. In December this year, the Group opened a new retail outlet in
Stockholm, the capital of Sweden and Prague, the capital of Czech respectively, to provide Chinese medical and
healthcare services. The Group has achieved the business layout across Eastern Europe, Western Europe and
Northern Europe, making Chinese medicine long-life and interationalized.
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Rooted in the Philosophy of the brand, Tong Ren Tang is making
Chinese medicine in genuineness and integrity.

The Group has been adhering to refined quality standard and striving for excellence. Inheriting the Tong Ren
Tang’s corporate motto of “Complexity and quality are not to be forfeited by costs”, under the guidelines of Tong
Ren Tang’s quality and integrity system, we are to improve employees’ professionalism and quality control
standards continuously.

This Year, our production base located at Tai Po Industrial Estate, Hong Kong (“Tai Po Production Base”) has
completed the fifth GMP (Good Manufacturing Practice) certification, with the production environment, quality
assurance system, management procedures unanimously approved by monitoring officials. Our production base
has also been accredited with the globally recognised 1ISO22000:2005 (Food safety management system) and
Hazard Analysis Critical Control Point (HACCP). The strengthening of food safety control has led to enhanced
product quality management level and competitiveness, which lays a good foundation for healthy and sustainable
development of the Group.

During the year, The Group successfully developed 10 new products of Tong Ren Tang brand, which further
enriched the product diversity of “Tong Ren Tang” and enhanced the core market competitiveness of the Group.
The Group inherits the traditions and actively carries out prospective research work to accumulate relevant raw
data, in order to provide powerful support for the overseas market expansion. The Group cooperated with local
universities in Hong Kong and research institutions in the United States and Taiwan in research and development
projects. Currently, the Group has commenced a joint research project with the University of Hong Kong on the
safety and mechanism of Angong Niuhuang Wan, a key product of Tong Ren Tang brand, while we also worked
with a famous research institution in the United States on enhancing immunity and specific direction of inhibition
of tumor and etc. on Sporoderm-broken Ganoderma Lucidum Spores Powder series products.

As a 346-year-old brand, Tong Ren Tang is not only an economic entity, but a carrier of culture. The Group takes
the promotion of traditional Chinese medicine culture as its mission, and further strengthens the publicity of Tong
Ren Tang’s culture in the overseas by using multimedia channels.

This Year, we cooperated with CCTV on the production of “Dream Weavers China e Beijing Tong Ren Tang
Overseas Legends”. The program covered areas such as Hong Kong, Macao, New Zealand, Malaysia and
Australia, interpreted the process of Tong Ren Tang'’s overseas development in great depth, and at the same time
promoted the brand.

We also actively participated in many Chinese medicine special events, including the first Chinese medicine
sub-forum “Traditional Chinese Medicine Going Global” of the Boao Forum held in Sanya, Hainan, Tong Ren Tang
Chinese medicine health lecture “World Trip, Health will Accompany You” held in Jakarta of Indonesia, BRICS
Business Forum in Dubai on behalf of Chinese national brands and the “China day in Seoul” activities held in
Seoul. Through these activities, we have further promoted the culture of Chinese medicine and enhanced the
international influence of Tong Ren Tang. The Group was also awarded “Brand of the Year” in the UK’s “2015
World Branding Awards”, as well as the most influential Asian brand award in Chinese medicine in Singapore.

In Hong Kong, we launched the free Chinese medical consultation service in designated retail outlets and held
many product promotion activities, so that more people understood the profound Chinese medicine treatment
and the efficacy and benefits of Tong Ren Tang products. In October this year, we sponsored the “Innovation and
Technology Carnival” exhibition in School of Chinese Medicine of Hong Kong Baptist University and jointly
published the “Guide to Chinese Medicine Healthcare” to the public to promote the culture of Chinese medicine.
In addition, we continued to strengthen publicity of Tong Ren Tang key products on 129 buses of different routes
in Hong Kong Island and Kowloon to promote Angong Niuhuang Wan and Sporoderm-broken Ganoderma
Lucidum Spores Powder Capsule (“GLSPC”), making Tong Ren Tang brand products more popular among Hong
Kong people.

At 31 December 2015, we have a total of 657 employees (2014: 602 employees).

The Group’s staff costs for the Year were HK$137.6 million (2014: HK$117.3 million), representing an increase of
17.3% from last year, which was primarily due to the increase in number of salesmen, Chinese medicine
practitioners, therapists and administrative staff to cater for our expansion needs in business. To ensure that the
Group is able to attract and retain talents, remuneration policies were reviewed on a regular basis. In addition,
discretionary bonus was offered to qualified employees with reference to the Group’s results and individual
performance.
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Subsequent to the completion of research and development of five series of new products under the Tong Ren
Tang brand last year, the Group launched a new product Tong Ren Tang Lingzhi Collagen Capsule during the
Year, which has further broadened our product portfolio on Chinese medicine and healthcare products and
resulted in the increase of core competitiveness of the Tong Ren Tang brand.

BEFAKERINMELERS RCE] REHER  AFEHEL [BZREBER] FER

RIEEERES - WRATRECZOROHRES

B HEAPER

Ganoderma Lucidum #2:2

¢ Lingzhi Collagen Capsule
BEZRIBE

Lingzhi Collagen Capsule consists of
premium quality spores powder of
Ganoderma lucidum, Ganoderma
lucidum extract by advanced
technology and Marine Collagen
Peptides and is easily absorbed and
taken.
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Camphorata 2

it}

Ginseng-Antrodia
Camphorata Capsule
F2EZBE
Schisandra-Abtrodia
Camphorata Capsule
ARG ZEE

Antrodia camphorata plays an important
role in protecting liver and improving
metabolism, reducing the rate of acute
liver injury caused by alcohol, as well as
regulating immune function.
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Ginseng 2

e Korean Red Ginseng
BEAZ

Red Ginseng Granule Tea
A SR ERNZ

Sourcing from Geumsan in Korea, the
origination of Ginseng, our Ginseng
products are being processed, steamed,
moisturised, pressurised and packed in the
traditional metal case. The processing
technic we applied ensures the stimulants
are being well-preserved.
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Health & Wellness Tea #/E4%
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Tea Green Tea
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Solomon'’s Seal Semen
Tea Cassiae Tea
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Corn Tea

Complex
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Fagopyrum
Esculentum Tea

¢ Rhodiola Rosea Capsule
ARABE

¢ Blueberry & Rhodiola Rosea Capsule
ESASXBE

Rhodiolae grows in high and cold
areas. It helps enhance immunity,
anti-hypoxic, anti-fatigue and
enhance memory.
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Ginger Tea And Big Red Date Tea
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Marine Collagen Peptide
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Financial Review

During the Year, the Group revenue reached HK$970.5 million (2014: HK$761.1 million), representing an increase
of 27.5% from last year. The increase was mainly driven by the strong demand of our owned products and
expansion of our sales network globally.

The Group’s gross profit increased by 25.4% to HK$680.9 million (2014: HK$543.0 million), while the gross profit
margin was 70.2% (2014: 71.4%), which was in line with last year’s level.

The Group’s distribution and selling expenses increased by 15.7% to HK$141.9 million (2014: HK$122.6 million).
The increase was mainly attributable to the increase of rental expenses, staff costs, depreciation of fixed assets
and other selling expenses as the number of retail outlets increased during the Year. Distribution and selling
expenses as a percentage to revenue decreased slightly from 16.1% last year to 14.6% this Year.

The Group’s general and administrative expenses increased by 14.9% to HK$90.1 million (2014: HK$78.4 million).
The increase was mainly attributable to (i) an increase in the number of administrative and management personnel
driven by business expansion and increase in number of subsidiaries of the Company, which led to the increase in
wages and welfare expenses, rental expenses, depreciation of fixed assets, as well as other related administrative
expenses; and (i) an increase in legal and professional fee due to an increase in number of feasibility studies as
the Group keeps business expanding. General and administrative expenses as a percentage to revenue has a
slight decrease from 10.3% last year to 9.3% this Year.

The Group’s finance income decreased by HK$2.7 million to HK$8.7 million (2014: HK$11.4 million). Such
decrease was mainly attributable to the decrease in average short-term bank deposit interest rates from last year.

The Group’s finance costs was HK$0.2 million (2014: Nil) which was generated from a long-term bank borrowing
for purchase of a property by a subsidiary of the Company in Australia during the Year.

The Group’s income tax expense increased by 35.5% to HK$82.0 million (2014: HK$60.5 million). Such increase
was mainly due to an increase in taxable income for the Year. The weighted average applicable tax rate for the
Year has slightly increased from 16.5% last year to 17.1%, which was caused by the change in proportion of
contribution of taxable profit.

The Group’s profit for the Year increased 27.1% to HK$374.6 million (2014: HK$294.7 million) with a net profit
margin of 38.6% for the Year (2014: 38.7%). Profit attributable to owners of the Company amounted to HK$354.2
million (2014: HK$287.1 million), representing an increase of 23.4% from last year. For the Year, the basic
eamnings per share were 42 HK cents (2014: 35 HK cents). The Directors recommend the payment of a final
dividend of 13 HK cents per share for the Year (2014: 10 HK cents).

During the Year, the Group funded its liquidity by the net proceeds from the Listing (as defined below) and
resources generated internally. Based on the Group’s steady cash inflow from operations, coupled with sufficient
cash and bank balances, the Group has adequate liquidity and financial resources to meet the daily operations
and working capital requirements as well as to fund its expansion plans.
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The Group continued to be in a strong financial position and its cash and bank balances were mainly denominated
in Hong Kong dollar, Renminbi, Macao pataca, Singapore dollar, Australian dollar and Canadian dollar and were
deposited in reputable financial institutions with maturity dates falling within one year. The table below sets out the
information regarding cash and bank balances, working capital, total equity, current ratio and net gearing ratio as
at 31 December 2014 and 2015 and net cash generated from operating activities for the year ended 31
December 2014 and 2015:

FAEBESERFBEMBAR B RROTEBIERET - AR BPIT - #0
BT RTTEIT  TEFRRNEERINSREEER —FRAH - TREIIN =
Z-NER-E-RFT A=+ -HNRSRRVITER  2EES  H=mEE R
P EREBEHEEEE T - NFLR T - AF T A=+ B ILFENLLED
ELENRSFRNER

As 31 December

Cash and bank balances 3 & & $R1777 5%
Working Capital " 258 & < ()

Total Equity % #4258

Current Ratio @ 7 8) Lk & @

Gearing Ratio @ B {EEH, & O

R+=A=+-H

2015 2014
—T-5F

HK$'000 HK$'000
FTERT THET
1,280,266 1,033,912
1,541,472 1,228,646
1,908,915 1,636,861
14.7 145
0.03% N/A T3 3

For the year ended 31 December
BE+-A=+—HL

2015 2014

—E—FHF —ZT—OF
HK$’000 HK$°000
FHxT FHTT

Net cash generated from operating activities & &)E &) & £ HIR £ /F 58

m Being net current assets

@ Being current assets divided by current liabilities

@ Being borrowings divided by total equity. The Group had no borrowings at 31 December 2014, and therefore gearing ratio
was not applicable

Capital Expenditure
During the Year, the Group’s capital expenditure incurred amounted to HK$89.3 million (2014: HK$71.2 million),
which was primarily used for the establishment of new retail outlets and addition to intangible assets.

Capital Commitment
Details of the Group’s capital commitments as at 31 December 2014 and 2015 are set out in note 26 to the
consolidated financial statements.

Major Investment, Acquisitions and Disposals

On 27 February 2015, the Group has completed the acquisition of 51% of the issued share capital of Honour
Essence Trading Limited with total consideration of HK$71.4 million, with details stated in the note 27 to the
consolidated financial statements.

Charges over Assets of the Group

At 31 December 2015, the Group’s net property value of HK$12.3 million has been pledged as securities for long-
term bank borrowing. Such bank borrowing in Australian dollars bears interest at 1.5% plus the bank bill rate of
the day in Australia per annum and is wholly repayable in 2020.

Contingent Liabilities
At 31 December 2015, the Group did not have any significant contingent liabilities.

Foreign Currency Risk

The Group’s main business operations are conducted in Hong Kong and other overseas counties/regions. The
transactions, monetary assets and liabilities of the Group are mainly denominated in Hong Kong dollar, Renminbi,
Macao pataca, Singapore dollar, Australian dollar, Canadian dollar and United States dollar. During the Year, there
was no material impact to the Group arising from the fluctuation in the exchange rates of these currencies.

The Group did not engage in any derivatives activities and did not commit to any financial instruments to hedge its
foreign exchange exposure during the Year.
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Use of Proceeds from the Listing T TSR

The Company was listed on GEM of the Stock Exchange on 7 May 2013 (the “Listing”) and issued 230,000,000 ARABRZE—=FRAACATEHMIMAEIFER EM( LW - IHER3.04BTET
new shares at HK$3.04 per share. The net proceeds from the Listing received by the Company are HK$636.7 230,000,000 A& #7f% - A QAT EMAAERIBFEA636.7 A& 8T - BRBERA T HEH
million. These proceeds are intended to be applied in accordance with the business plan set out in the prospectus AT —=FHAZTRANBRER((BRER]) MHEEFHEER - BRERAM
of the Company dated 25 April 2013 (the “Prospectus”). The business plan and schedule of use of proceeds WREFRIRMBHEFEATENEREAEENGRBRERFERRTRARKE
disclosed in the Prospectus were based on the best estimation of future market conditions made by the Group at HEHELR - MATSREREMSEREEER -

the time of preparing the Prospectus, while the proceeds were applied in accordance with the actual development
of the market.

During the year ended 31 December 2015, the net proceeds from the Listing were applied as follows: HE_ZT—RAF+-A=1+—ALFE  ETAEFREFEARUTIE :

() HK$4.4 million on expanding our distribution network in existing countries or regions (as defined at Listing); 0] ALEBAETRANERBEERKZZ LTRAMEEMNRERRKME

(i)  HK$16.9 milion on expanding our distribution network into new overseas markets (as defined at Listing); iy 16OEEBILHANBERHENEE EMEMEENEI/ITS

(i) HK$10.0 milion on a Chinese medical healthcare centre in Hong Kong; (i) 10.0BBEBETANERBPEELEREFD

(v)  HK$2.1 million on upgrading of the production facilities and capacities for our owned products; and vy 21EBATANRERAEERBREAERNERS &

(v)  HK$5.2 milion on products’ research and development. V)  S52EEBTAREMIME -

The Directors had evaluated the business plan and considered that no modification of the business plan and EECTHEBRE  RAEBERBRERMMAEBHREARENEB RS RARK
future plans regarding the use of proceeds as described in the Prospectus was required. FTaEl -

Comparison with Listing Business Plan Bil i SRS R 2 BT

Business Objectives for the year ended 31 December 2015 Actual business progress up to 31 December 2015

BE-Z-AF+-A=+-BHLFENEKER BE-Z-AF+t-A=1t-HNEBBEREE

Continue the promotion of o Hold seminars and training program to broadcast Chinese regimen culture Continue the promotion of ° Attended the Boao Forum 2015 Annual Conference “Traditional Chinese
Chinese Medicine Products and Chinese medicine products Chinese Medicine Products Medicine Going Global” held in Sanya and promoted Tong Ren Tang’s

in Non-PRC Markets . B E RISIRELNESPEEEXV L REETREER in Non-PRC Markets Chinese medicine culture.

BENFEPETSERE 5 BERNFEPETISHERE P S o S2ME=ZGRTNIBETMNRIB2015FFE [EHRARNE - PEEBRRL]
Em Em frmiE FSERCERBEXL -

° Worked with CCTV on the program “Dream Weavers China e Beijing Tong
Ren Tang Overseas Legends” interpreting the process of Tong Ren Tang’s
overseas development.

. B REIREAETKCESPE o tRFACEHIMET) TR - 28
R8I RIETE

° Attended the “Innovation and Technology Carnival 2015” on the theme of
“Leading a Modern Healthy Lifestyle through Traditional Chinese Medicine”
hosted by Hong Kong Baptist University to educate the public to achieve the
healthy lifestyle by applying Chinese medicine wisdom.

o SHEBBZGRBRIN [BIFRHEFE2015] 58 - U EHEERS
BRABRRREEE I RTE HETREATPEESETRERNEEAN

. Attended the health and regimen conference “World Trip, Health Will
Accompany You” held in Jakarta of Indonesia on the theme “Discover modern
diseases from Chinese medicine perspective”.

o TEENEFEANZESRTT [ AT - @RAIRTT] L P BMERAR " AEENRE
FREEREE -

° Enhanced Tong Ren Tang’s influence in Korea by promoting Chinese
medicine culture at “China Day in Seoul” event.

o 2H [0 FEBE E—PHETHEE YL BATIERACEEE
BN -
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Management Discussion and Analysis
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Business Objectives for the year ended 31 December 2015

BE-Z-AF+-A=+-BLFENEKEE

Actual business progress up to 31 December 2015
BE-—Z- A5+ -A=+—HNEBEREE

Increase geographical
coverage and
retail outlets

HRRERAREER R

° Establish one retail outlet in each of Australia, Macao, Singapore, Indonesia,
Thailand
. FORAFITE RPT - I - BB - REEF R — KL

° Establish first new retail outlet in Austria
. REMFIFR B KT ERiH
o Evaluate network and enter into new jurisdictions and/or add new stores in

then existing jurisdictions if deemed appropriate

. SHERA™S - WHHIR AR ENIE IR RARER P2 R EH

Increase geographical
coverage and
retail outlets

ARRERAREER R

o Established one new retail outlet in each of Hong Kong and the UAE

. REE - W D BIFRR RN TERR

° Closure of one retail outlet in Singapore due to expiration of lease
. HAREES RPN —MEERmETEE%E

o Established three new retail outlets in New Zealand

o RITF RIS = RTE LIS

o Launched the first retail outlet in each of the Netherlands, Sweden and Czech
. REE - i BRoRIRR T ARTELmN

o Acquired Honour Essence

. WEREE S

Broaden our products and
service offerings

BINAEENERRRBESR

. Launch our new Ganoderma Lucidum series products in Hong Kong

. MR EBHEHITNE S RZIER

o Continue to register Tong Ren Tang branded products if deemed
appropriate
. HHEERER M [RCZ] RBRER

° Established e-commerce business and built up self-owned operation platform
. EREBEY BUAR2ETE
Broaden our products and ° Lingzhi Collagen Capsule available on sale in Hong Kong

service offerings

BnAEENERRREESR

. BEREEBRTAMMMNE

° Developed 10 new owned products
o BRI 10 BRI B B Em
° Completed the registration of GLSPC (small pack) in Macao

. EKBREEZHTFHBE(NEE)RBRPIREM

° Completed the registration of Marine Collagen Peptide and GLSPC in Vietnam
o ERAEFBRELNR BEEZHTHBREABE M

Upgrade and expand the
production facilities for
self-manufactured
products

RAWER BHEREERKE

o Continue to evaluate the need to upgrade and expand
. BB RIEA MEROMEN

o Completed the registration of fine pearl powder in Hong Kong
o B KB AL NN E ST M
Upgrade and expand the o Optimized the manufacturing process of Angong Niuhuang Wan

production facilities for
self-manufactured

o BIEREFEANEETER

Continue to enhance the
distribution of
self-manufactured
products

BEMEERERND H

° Evaluate registering Angoing Niuhuang Wan and GLSPC in countries which
we have not registered

. REEFREAAMZEFEALBEEZ A FHRBENBEZETTME
AT R

o Continue to evaluate registering our self-manufactured products in new
jurisdictions

. BENGEN R AEREMAREREES

products o Re-planed the manufacturing layout according to the new products
RALER BREREERE . REFTIEE B L BREEEGRD
Continue to enhance the . Continued the registration of Angong Niuhuang Wan in Vietham

distribution of
self-manufactured
products

BEMRENERND H

o HENRUBEMZEFEAN

° Continued the registration of GLSPC in Malaysia and Indonesia
o BENERADR - HEedMREEZRTFHRE
o Commenced registration processes of 8 new owned products and 3 Parent

Group’s products in Hong Kong

. NEEE  ZPeEBAHERLIES EEERMNTMZRF

o Explore the possibility of sale of 6 owned products and 10 Parent Group’s
products in Sweden, the Netherlands and Czech

. Rete AR AERKRI0EGEFREMN IR - FHIME A HE Tt

Build up effective logistics
and financial information
system to improve cost
and operating efficiencies
BV BRI RRHBEE
REUBARAREAEE
EUES

o Evaluate our system and upgrade if necessary
. HE ARG R TR L BN
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Build up effective logistics
and financial information
system to improve cost
and operating efficiencies
EVERNYRRHBEE
AEUHHORERREAEE
RS

o Completed construction of logistics and financial information system and put
into operation

. TRRER M EELRR - LIERETT
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Brand philosophy of Tong Ren Tang

Over 346 years since 1669, Yue Xianyang, the founder of Tong Ren Tang, established Tong Ren Tang in capital
city, we have been known for the long lasting brand which heritages the reputation for delivering high quality and
authentic Chinese medicines. Tong Ren Tang vigorously promoted excellent Chinese traditional culture and
deeply embeded its own brand culture into the national culture that lead to Tong Ren Tang’s great achievement
today.

“Nurturing kindness and virtue” is Tong Ren Tang’s encouragement for all employees and incentives that
motivates employees to take manufacturing and selling medicines and saving lives as a way to practice their own
kindness. Chinese nation has always respected “self-disciplined and morally benevolent”, which emphasize
dedicating oneself after self-discipline and moral formation. “Preserving tranquility and wellness” is the highest
level of “kindness and virtue”. Tong Ren Tang’s employees take it as our mission to improve and enhance the
human health and quality of life. We innovate from the succession and develop from the innovation. We always
adhere to the ways of operation of making profits by performing good deeds with honesty and trustworthiness,
abide by the fundamental of kindness and virtue and hold sentiments of preserving tranquility and wellness, in
order to actively promote the Chinese medicine culture. With benevolent mind and skills and to benefit the
mankind, we will continue to move forward and realize the dream of “Healthy life, Global choice”.

“Complexity and quality are not to be forfeited by costs” explicitly shows the value of Tong Ren Tang. Today,
Tong Ren Tang staff still follow the ancient precepts and follow the process of the pharmaceutical recipe without
cheating. At the same time, we insist the four characters of medicine manufacturing which include “unique recipe,
superior raw materials, superb technical skills and distinguished efficacy”, which lead our fame both at home and
abroad.”

Sustainable talent management strategy

The Group expanded the number of personnel recruitment to meet the needs of the rapidly growing business and
operation development. At 31 December 2015, we have 657 employees worldwide (2014: 602 employees),
representing a 9% increase from last year.

We operates in various countries in Asia, Europe, America and Oceania with diverse labor laws, the code of
practice on employment and the cultures. The structure of labor law in some countries is sound, while some may
be less developed. We fully comply with the labor law and stay sensitive to the culture and business in each
country.

Beijing Tong Ren Tang Chinese Medicine Company Limited | Annual Report 2015
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Diversified workforce strategy EPIRIWN=F

With the Group’s continuous development in overseas market, pluralistic coexistence, harmony in diversity, HEERNEEBTGIIMIGHTERR - 2oty IMTRE - @eaE  REEBEe
integrated innovation and long-term stability have become main features of our business development. As a KR THRMEBEROER - ER—REANBIBR(CHEEER  —XBEETX
leading international group of Chinese medicine, a team of multicultural staff is critical to the enterprise. We have IEMBIRMECEIEFEE - BRMEARATRESREREEL T —AHEEZ
established an extensive recruitment network over the headquarter and regions where our business located to HRIEEL  EEHREESF AT - ARKMORBEANARES AL ETEN
recruit local talents. We also deploy talents from China to different business areas to cater the needs of personal ¥%EE  UEEABIMNEARE  MEEELRBEEERIENTE -

development, knowledge transfer and resource allocation.

We firmly believe that a diverse workforce will help: BRI - 2B TRAER -
. Better understand the dynamics of the local market and predict major changes in the market. . F AP AR S TS RO B BN RE - TERITT IS E R EE) -
. Enhance the competitiveness of the enterprise by utilizing diverse background, cultures, skill and . BBZ TS S - UL - BREMEZNER - IRA YRS -

complementary perspectives.

. Better prepare for the future development of globalization. . RERERRERMTHR

At 31 December 2015, the Group has a total of 657 employees worldwide, of which 43%, 29%, 12%, 6%, 5% RZZE—RAF+-A=1+—H AEE2IKETH657 A A 43% - 29% * 12%

and 5% are located in Hong Kong, Macao and other Asian countries and regions, Oceania, America, Mainland 6% 5% k5% DRI R EE  RFIREMEMBEIR K@ - XFM - M - PEIAM
China and Europe, respectively. KRN E

Under the premise of the corporate spirit “Nurturing kindness and virtue, Preserving tranquility and wellness” and EUA TR CE - BEEEE | RSN [ bk - mRER] BB LR R
international development strategy “Global expansion on the legacy of Chinese culture”, the Group utilizes the BRRT Lt ERBBECERATFRAE - MBICA - BEEERE  BEBED
diversification strategy to become an enterprise with proper age interface, knowledge matching, complementary BiEE - EERMMBEE LRSS - ARFBIEELZNERK S MERES -

job functions and unity and close cooperation. This makes us a more innovative team which creates more
development opportunities and strategic advantages for the Company.

Global Distribution of Staff Proportion of Expatriates Age Distribution of Staff Worldwide Gender Distribution of Staff Worldwide

ASEE 2 BR B T4 AYIINER ] ZERE T A BR B TR0 A

12%

6%

5%
\ 43%
24%
2!
5% 25%
@ Hong Kong &8 @ Expatriates /NEAE @ Below 30 305 LT ® Male 5
® Mainland China FE Rt ® Local staff it A & ® 30-39 30-395% ® Female L
@ Macao and other Asian countries @ 40-49 40-495%
and regions @ 50 and above 505% & M £
BEEREMENERRLE
@ Europe BN
America ZiM - -
@ Oceania &M
\_ J
The idea of diversification is part of the talent strategy, which means that regardless of race, gender and sexual ZbMESRAS B —2o - BT ERER - MR - MEW - B TEZX I
orientation, employees should not be discriminated against. We adopt equal opportunities and non-discrimination B BPEHEM AU TFERERTERRRA - ZbREREZENL - MEL(L
principle in our remuneration policy. Diversification is the pursuit of pluralism which is one of our key assets as well EREMNEZEEE, —  BERMRFEIFENES S -

as our driving force to remain innovative.
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Gender Distribution of Directors and Age Distribution of Directors and

Senior Management of the Company Senior Management of the Company

Fobs

A v o R Rl s BN BRI o i AN vl L e

Distribution of Academic Background of
Directors and Senior Management of the
Company

A vl BB R BN ELER R S ffia

Distribution of Expertise of Directors and
Senior Management of the Company

A v U e

50% 40%

® Male B @ 40-49 40-495%
® Female & ® 50-59 50-595%
@ 60 and above 605 & 2L &

\ /

Among senior management of the Company, there are five women, namely Ms. Ding Yong Ling, the executive
Director and the chief executive officer, Ms. Lin Man, the executive Director, the chief financial officer and the
company secretary, Ms. Leung Oi Sie Elsie, the independent non-executive Director, Ms. Hua Ji Hong, the deputy
general manager and Ms. Li Xia, the chief engineer. The proportion of female executives in the senior management
is 50%.

To cope with our international development strategy and to accelerate the pace of diversification, diversified
background of senior management plays a crucial role for the Group’s development of strategic thinking and
executions, and ensures sustainable development of the Group.

Number of Staff Worldwide

Service Year of Staff Worldwide
FRRE T\ ARRE T T AR

13%
+9%

+379 A
a 10% A
55%
22%
438 602 657

O 2013F ® Below 3 years 3F LT
® 2014F ® 3-5years 3-5F

® 20155 @ 6-10 years 6-104F

@ 11 years and above
1MFERUE
- J
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30%

® Undergraduate K2R}
@ Postgraduate and above
WRERLE

10%

® Business management &5 &

® Accounting and finance B2 & B
@ Chinese medicine HE%

O Law i

/

ARFEELSREBABETERUZE  ADARATEEREFERITE T K

Bt WITESRYH

RARNERS LT  BUFNTEEREHLL B

BEBIETA L RETEMFELL - AMSEERFSREBROMMELHIA

50% °

RTERERMEINTESHERICEREE  MEZTERISK  SREREAENS
TEEREAEESRNOEESENTHENEFEZNEAR  LERELEBEER

AREERNEZAE -

Distribution of Academic Background of
Staff Worldwide

AXBRE LERRR Sy A

13%

47% 26%

14%

@ Postgraduate and above FIZE4£ K B £
® Undergraduate KEZ R}
@ College KE=HF]

@ Secondary technical school and below
FERUT

Distribution of Academic Background of Management
and Administrative Staff of the Company

ARl B A TN BBV Sy i

9%

@® Secondary technical school and below
PERUAT

® Undergraduate X247}

@ Postgraduate and above FfZE4 R UL £
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BRES ~ AL SR TR

Diversified training mechanism

As our business continues to globalize, we are constantly undertaking staff training, instilling corporate values to
employees, while training staff with good conduct and professional knowledge and skills. It helps in enhancing a
sense of belonging and ownership among employees and thus forming a good and harmonious working
atmosphere.

To ensure the ability to attract and retain employees, the Group regularly reviews the remuneration and welfare policy.
We respect the diverse background and ability of each employee. We build an international remuneration structure
that based on position value as core, staff ability and work performance. We apply position-based salary scheme
and performance-based bonus incentive with reference to the market level, so as to promote simultaneous
increase in employee remuneration and business performance. At the same time, our multi-dimensional and multi-
tiered welfare system combines local statutory staff benefits with voluntary ones. We offer more paid holidays
other than the statutory holidays, free Chinese medical consultation service and other supplemental benefits to
our staff, that effectively meet diversified needs of global workforce.

Management and administrative staff

This Year, the Group carried out a 3-day professional finance training on the theme “Intelligence to Wealth”. Senior
management of the Company, key personnel of all departments and financial staff of 16 countries and regions
overseas participated in the training. The contents of the training included concepts of insider information,
connected transactions and notifiable transactions, international accounting standards that are closely related to
our operation, the Company’s internal audit policy, compliance procedures, financial policies, financial analytical
skills, financial budgeting, financial reporting, tax and information system management. Lectures and discussion
have been conducted in response to requests and queries from various countries and regions, so as to enhance
business abilities and work efficiency.

% AL S G

BEEE2RCEBOIGRER  RAGETHNFRRE TR ME TERECEXEEBED
FE - BB TRENTARBEEEZNRNEE  ERE THMENBBRME R
REMKRIFH - BUAR TIERE -

RTHRREARSIRBERT  AEEFERRIFHERNBE - RMEESLET
MZTLERMEN BB T UBLEEREZDL - NETEBENMTERERKE
B EHHABRBARETES - METE UTSER2ROFMIRTR - BHi
PETHMBLLEENRIEER - AR - HABF 0L EETEMNMNE ZEFE
e LAERMAER  UEINAENAHER  2BNHEHRARBEE &
BT BBZHE  ZEANENRERBRENRREHRETETIER -

FHRATBAH

FER - FNEERRTAH=ZRUEE « 8IF | REENVBHEEEIE - XQFH
SRERAL MAKPEHE TEIMEERRREN B A BB MZRIF -
ZIBIRAFER  BEXSMATAMXZERS - BRAREKSSEENERS
A URABMATRE - AaRMRE  BBHIE  FBomxDn - MBEE - #®
RABHH RELETFEREELAND  BREGSERMBRMNERRERM TR
AR - ERRAEBKT RS TERENOMR -

We provide trainings from time to time to all employees in Hong Kong on Tong Ren Tang’s corporate culture,
focusing on the interpretation of the corporate spirit of “Nurturing kindness and virtue, Preserving tranquility and
wellness” and “Two Commandments”, “Excellent tradition Chinese culture” of Tong Ren Tang and code of
conduct which make staff deeply understand the essence of Tong Ren Tang and practice the corporate culture.
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This Year, we conducted an induction training to newly hired business managers at the training centre of Tong
Ren Tang Holdings. The content of training covered corporate culture of Tong Ren Tang, development history and
strategies of the Company, category management, execution skill and etc. After that, the staff were sent to retail
outlets in Beijing, Macao and Hong Kong for practice in order to understand the knowledge of products, product
distribution, and operation model of retail outlets of Tong Ren Tang.

For mainland expatriates to adapt to and integrate into the working and living environment in Hong Kong more
quickly, and to enhance the communication and cooperation with Hong Kong local staff, we organized Cantonese
classes in groups periodically to enhance Cantonese conversational proficiency of mainland staff.

Production Staff

We regularly provide safety training for production staff, for example, fire protection training which including
introduction of escape stairs and escape exits and the usage and application method of the current fire equipment
one by one. The staff fully understood the application methods of these equipment and were aware of the related
safety matters. We also provide site management and cleaning training. Through these trainings, employees were
able to understand the cleaning requirements of GMP, including daily cleaning and batch cleaning as well as the
post-cleaning on-site effect by showing pictures.

b

We invited officers of Tai Po East Fire Station to Tai Po Production Base to conduct evacuation drill and fire safety
talk. Through promotional videos, employees learnt how to keep calm in case of fire and the proper use of fire
protection equipment such as fire extinguisher, fire blanket and the way to break glass of fire alarm call point. On
the training day, the staff also conducted evacuation drill.

Sales Staff

We trained reception staff of the healthcare centre on reception etiquette, service processes, etc. in order to
enhance the level of service in detail, improve effectiveness of service and enhance the value of enterprise and
customer satisfaction.

We invited highly skilled trainers with much experience and techniques in massage from Beijing to conduct training
on conditioning and massage techniques of the five elements visceral organ-imaging namely: renal bone, blood,
metabolism, tendons and pores. Through the distinctive ways of point massage, it helps to dredge body conduit,
release toxins to relieve pain, improve physical fithess, enhance immune function and maintain energy. The
training improved the level of massage techniques of technicians and enriched their experience.

A 5-day training of the Group’s product knowledge was held for over 200 staff of Watson'’s retail outlets. Through

the training, the staff of retail outlets could understand functions of the products and sales techniques more
thoroughly.
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B ~ A B iR
%Iuft B Li5H)

o RACEXEZA - CEHEEAN  HRBERAARTOHAMCEENCREE
HHNNRERERBE R OEHGREETREN - 5 UATE  UEBRIZHEHES
RIS  BERMAMETHREER - FEEL - BROEREAEEETSIEMR
BV - RAETRCEHE TGN RIIEE -

Diversified staff activities

Kindness is the essence of Tong Ren Tang culture. Benevolence internally reflects on benevolent government
thought of people-centered humanistic management. It reflects externally on spirit of preserving tranquility to serve
the country with industry and to contribute to the community. Faith is sincere and trustworthy kept by honesty
and what we make profits from, which is the ethical spirit of Confucian advocacy, and also the business model we
adhere to. Preserving tranquility and wellness is the pursuit of personal values and social ideals of harmony,
setting a strong responsibility of Tong Ren Tang to employees and society.

We organized many sports and cultural activities entitled “healthy life, happy work” as its theme to enrich the life of BPATREREE  RETHE] A8  EBTNHR TEEZ2HNEES B8 T
the employees in their spare time, improving staff relationship and enhancing team cohesion. HIESHRI L ATE - 1GE B TRXIE - LB BRER N -
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Picking Lingzhi mushroom in Auckland
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Supply Chain Management L Bl Bl

Uphold Tong Ren Tang brand culture concept, we have strict quality control in each production step: FARCEREXEES  RMNERE  £E GANSERONTESENES - &
procurement, production and warehousing. We test quality and stability of product samples by on-site visits to MBAEHENEHER  HEQKMETES KRBT RO mEZEE R RME
supplier, so as to select high-quality raw material suppliers and to ensure the quality of raw materials. In the HERE  WRFEMENEE - TAEEBRBEFT - HMEHRIREAENITERREAS
production process, we carry out strict inspection on uniforms and personal hygiene of the operators; implement ERITRERE  HRERAITHEBREEERF REERSNSEES - WEREH
the relevant Standard Operation Procedure and production records for ingredients, as well as hygiene THERBEEERBERS IR BERIESIZERERR -

management regulations and standard procedures of cleaning and clearing for each production step.

In respect of warehouse management, we have room temperature warehouse, cool warehouse and cold T?A“E'EEE REFEREDARBRARTE BRFETE  REFZ  ZERHEFITER
warehouse to meet the storage requirement of different materials. Warehouse inventory follows the principle of EEGHME - BE frﬁ’%@ﬁ& R R FMERNRAIE E NIEEEMR S
convenient storage and management. Computer-controlled manipulator is used to pick up goods from BEBBEMIEFEMFFREY  FAEKEESMGETEABERE  KARER
stereoscopic warehouse in our Tai Po Production Base. Computer management software is used for storage DERE o WIEHAAK G B 1R R 5T A S A A ER S A9 R B ©

management which can minimize errors. Delivery of materials and finished products follows the principle of first-in,
first-out, and near-expiry products first-out.
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Packaging Order of each

Annual Production Plan Production

SFEEE

Product Safety

We are committed to ensure product safety, which is undoubtedly the most important task of the Group. The
production is under the guidance of GMP and ISO9001 quality control system, and the products meet the
requirements of Chinese Pharmacopoeia & National Standards and related food safety standards. Tai Po
Production Base has successfully obtained the certification from the highest international standard
1S022000:2005 and HACCP, which is the first time for companies of Tong Ren Tang Group to obtain such
certification, marking a historic leap for the Group’s production and quality control and creating the condition for
the Group’s production base to manufacture boutique products for the world. It has also laid a solid foundation
for the future establishment of local factories in European and American countries.

In addition, our production environment has achieved the general and Class 100,000 cleanliness production
standard. We have developed quality control standards in each medicine manufacturing process and post-
manufacturing process, including production operators, production equipment, production machinery and
production environment, as well as Chinese herbs, supplementary materials, packaging materials, semi-finished
and finished products.

Environmental Protection

The Group is highly aware of the importance of environmental protection. While maintaining premium quality of
production process, we are actively minimizing the waste and reducing the consumption of resources. This Year,
we have implemented different environmental protection measures to reduce the impact on environment and
encouraged staff to be environmental friendly at work by consuming electricity and paper according to actual
needs, so as to minimize unnecessary waste and make efficient use of resources.

1) Electricity consumption

— Turn off all power consuming devices (lights, air conditioners, computers, display screens) before
leaving the office

- Switch off the water ports before long holidays

— Recommend all offices to set the room temperature to not lower than 25.5 degrees

— Reduce the number of lamp tubes in offices by half as appropriate

2) Paper consumption
- Promote the use of recycled paper
— Use double-sided printing to reduce paper consumption by half
— Use email instead of paper for internal communication whenever practical
— Use recycled paper for printing the Company’s annual report

3) Other aspects

— Collect used ink cartridges in office and return to suppliers
— Recycle batteries to reduce land pollution

Beijing Tong Ren Tang Chinese Medicine Company Limited | Annual Report 2015
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Contribution to Society

346 years ago, the founder of Tong Ren Tang established the mission of “Preserving tranquility and wellness”.
While expanding our business, he did good deeds by giving the poor free congee in winter, free medicine in
summer and free coffin, and providing free education and etc. to help the poor. Tong Ren Tang won the
reputation through these little things. Tong Ren Tang has kept its tradition of contributing to the community and
treating the society with kindness until now.

We participated in the event of “Charity Walk for Hong Kong Island and Kowloon” and “Christmas Greetings for
the Chest” held by The Community Chest of Hong Kong. The former is to help families in need while the latter is
to support nine member social welfare agencies in providing “Service for the Mentally Ill & Ex-mentally llI” which

will help the needy overcome obstacles and integrate into the community.

Our e-commerce company and China Children and Teenagers Foundation jointly launched the “Spring Buds
Program” to help the healthy growth of children and teenagers in poor areas by platform “trt.hk”. We donate
RMB1 for each sales order in “trt.hk” to support the public service of China Children and Teenagers.

We also donated to support the Hong Kong Museum of Medical Sciences for cultural development of medical
science and support the Hong Kong Federation of Women to improve and protect the lawful rights of women.

In addition, with our principal of kindness and contribution to our society, some of our retail outlets provided
periodic free Chinese medical consultation services.

gz &
346 FHI - FICEMRIZER TT BEERE] e  AREAKENRAB LRSS
BRLENE  EXBE mEE NEESWESTEML - LREL/)E  BRAE
ERGTRIENAE - ACEOERE  SHRULSNER—BEEAES -

RAEFES RMAZ2ETHEEAGSIRNES  NERAST R R 2R
TR A - ERFAREDERENRE - KEMREPNAEREHR [1E19H
BERERERE | WEELSEANRE  EPBeREERERERTARE =R
DIRER - BRAEE -

RTEPERMEREFOMERKE  RMEFARETERELFESSHARMAR
[BEHE 2558 BBIRANE] LEEL —EAHETERATERELFES
ERBITHERNIRRELFRERGEE -

RMERHESESMYE  AALRESXEE  URBEESABLHABES -
PR DA ER A IR A A 2

R R CEI AR BRESGHE  HTHOTERmEHMRETERLRG -
BRARR

Anti-corruption

In order to maintain a fair and efficient business and working environment, we attach great importance to
responsibilities of anti-corruption. The Group does not tolerate any form of corruption. Also we make code of
conduct regarding in employee handbook to prohibit employees from requiring, charging or accepting any form of
interest from people, companies or organizations who do business with the Group.
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Effective and Two-way Communication

The Group is committed to fostering productive and long-term relationships with individual shareholders and
institutional shareholders (collectively named as “Shareholders”), and the investment community at large, through
effective two-way communication channels.

The Group’s communication strategy is to ensure that information about the Group is delivered on a timely,
transparent and non-exclusionary basis. We strive to be responsive to the enquiries of the investment community
by being easily accessible and responding in a timely manner. We endeavour to ensure that all information
published is factual and presented in a clear and balanced manner. We also collect feedback from investors and
analysts for the attention of executive management and the Board of Directors. This also helps to formulate our
investor relations plan and improve our investor relations practices on an on-going basis.

Investor Relations Activities

We are highly supportive to investor relations activities. In order to facilitate a two-way communication between
the Company, Shareholders and the investment community, through platforms including domestic and
international non-deal roadshows, investor meetings, annual general meeting, company visits, teleconferences
and emails, we made frequent contact with Shareholders, analysts, fund managers and potential investors. During
the Year, our management attended over 100 one-on-one and group meetings and actively participated in
investor conferences and non-deal roadshows in Singapore, Hong Kong, Shenzhen and Shanghai, meeting with
over 300 investors.

Major inventor conferences that we participated in 2015 are set out below:

Month A 3 Event 15

May f1 A Goldman Sachs APAC Healthcare Forum in Hong Kong 2015 5% 2015 25 A 2 B R i@ fff it &
May F1 A HSBC China Conference JE 2 R1TH B st &

May #1 A Credit Suisse China Healthcare C-Level Conference 1= 7 Bl % B (R BRI FT &

May F A Morgan Stanley The China Summit — Rebalancing The Economy EEIR + /4| Bl ig & —
June 75 A Macquarie Emerging Leaders Corporate Day 25482 3T F 3548 % B

November +— A Goldman Sachs China Conference 2015 & 5% 2015 ff B¢ &

November +— /8 Morgan Stanley Fourteenth Annual Asia Pacific Summit EEfR = FIZEE £+ INEFEE AR IES

We held non-deal roadshows at least semi-annually following the release of our results announcements to answer
questions regarding the performance and business development of the Group. The Company website contains an
investor relations section to reach out to the investment community and public with the latest information on the
Company. We also promote proactive communication through direct contact with our investor relations team via
email at ir@tongrentangcm.com.

Annual General Meeting

2015 annual general meeting (the “AGM”) was held at the Lounge, Mezzanine Level, Grand Hyatt Hong Kong, 1
Harbour Road, Wanchai, Hong Kong on 7 May 2015, which is our 2nd annual general meeting after the Listing,
for approval of, among others, the re-election of retiring Directors, the new articles of association of the Company,
the general mandates to issue and purchase shares. Particulars of the major items considered at the AGM are set
out in the circular dated 31 March 2015. All proposed resolutions were passed by way of poll voting at the AGM.

The 2016 AGM will be held at 3 Dai King Street, Tai Po Industrial Estate, New Territories, Hong Kong on Friday, 6
May 2016 at 10:30 am.

Awards and Recognition

The design of our annual report has been fantastic. Since our 2013 annual report won multiple international annual
report design awards, our 2014 annual report themed with Chinese medicine going global and designed with
minimalist style embedded with Chinese elements continued winning a number of awards in various global annual
report contests, including 3 Grand Awards in categories of Cover, lllustrations, Design and Printing and 9 Gold
Awards in different categories in International ARC Awards, 4 Gold Awards and Best of the Show in Galaxy
Awards, as well as the Best Annual Report in the 27th Hong Kong Print Awards.
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Non-executive Director

Mei Qun, aged 59, is the chairman of the Company and is a deputy chief pharmacist with a postgraduate
qualification. Mr. Mei was formerly the general manager of China Beijing Tong Ren Tang (Holdings) Corporation
(“Tong Ren Tang Holdings”), the chairman of Beijing Tong Ren Tang Co., Ltd. (“Tong Ren Tang Ltd.”), the
chairman of Tong Ren Tang Technologies Co., Ltd. (“Tong Ren Tang Technologies”). Mr. Mei is currently the
secretary to the Party Committee, the chairman of Tong Ren Tang Holdings; the chairman of Beijing Tong Ren
Tang Health Pharmaceutical Co., Ltd., the chairman of Beijing Tong Ren Tang Pharmaceutical Co., Ltd., the
chairman of Beijing Tong Ren Tang Chinese Medicine (Hong Kong) Group Company Limited, the chairman of
Beijing Tong Ren Tang International Co., Ltd.. Mr. Mei is the vice president of Chinese Society of Traditional
Chinese Medicine, a standing director of Beijing Pharmaceutical Association, the vice president of Beijing
Enterprise Confederation, a standing director of China Association of Trade in Services, the vice president of
Beijing Brand Association, and the vice president of Beijing Pharmaceutical Profession Association. Mr. Mei was
also the member of the Education Technology Culture Health and Sports Committee of Beijing’s 14th National
People’s Congress (“NPC”), and the representative of the 15th NPC of Beijing Dongcheng District.

Executive Directors

Ding Yong Ling, aged 52, is an executive Director and the chief executive officer of the Company. Ms. Ding is
mainly responsible for our day-to-day operation and management. Ms. Ding has been appointed as a Managing
Director of the Company since September 2004. Ms. Ding joined the Tong Ren Tang Group in 1984. From 1995
to 2003, Ms. Ding held various positions including head of the foreign trade division of Tong Ren Tang Holdings,
manager of the import and export branches and the deputy general manager of Tong Ren Tang Technologies.
Ms. Ding has been the deputy general manager of Tong Ren Tang Holdings and the managing director of Beijing
Tong Ren Tang International Co., Ltd. since 2003, and has been a director and deputy general manager of Tong
Ren Tang Holdings since 2012. Ms. Ding graduated from the Party School of the central committee of the CPC in
August 1997 with a bachelor’s degree in major of economic management. Further, Ms. Ding completed a course
for research student under employment in international business administration at Business School of the
University of International Business and Economics in April 2002.

Zhang Huan Ping, aged 55, is an executive Director and a deputy general manager of the Company. Mr. Zhang
is mainly responsible for production. Mr. Zhang joined the Company as a deputy general manager in October
2010 and was appointed as a Director on 1 February 2011. Mr. Zhang is a pharmacist conferred by Beijing
Intermediate Professional Technical Titles Evaluation Committee in November 2002. Mr. Zhang joined the Tong
Ren Tang Group in 1979, and served as the deputy manager of Beijing Tong Ren Tang Chinese Medicine Factory
from 1999 to 2002 and the deputy manager of Beijing Tong Ren Tang Medicine Wine Factory from 2002 to 2008.
Mr. Zhang was also an executive director of Tong Ren Tang Technologies from June 2009 to April 2010. Mr.
Zhang graduated in major of economic management from the Correspondence Institute of Party School of the
Central Committee of the CPC in December 2000.

Lin Man, aged 40, is an executive Director, the chief financial officer and the company secretary of the Company.
Ms. Lin is mainly responsible for finance management. Ms. Lin joined the Company in 2004 and was appointed as
the company secretary in 2005 and our chief financial officer in 2008. Ms. Lin was appointed as a Director on 1
February 2011. Ms. Lin is a member of the Hong Kong Institute of Certified Public Accountants. Ms. Lin obtained
a bachelor’s degree in arts in Polish from Beijing Foreign Studies University in July 1999 and a bachelor’s degree
in accounting and finance from the University of Lancaster in July 2004.
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Directors and Senior Management
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Independent Non-executive Directors

Leung, Oi Sie Elsie, aged 76, has been appointed as an independent non-executive Director of the Company with
effect from 7 May 2013. Ms. Leung was the Secretary for Justice of Hong Kong as well as a member of the Executive
Council of Hong Kong from July 1997 to October 2005. Ms. Leung was admitted as a solicitor of the Supreme Court
of Hong Kong in 1968 and she is also a qualified solicitor in England and Wales. Ms. Leung is currently a consultant of
lu, Lai & Li Solicitors & Notaries and she is also a Notary Public and China-Appointed Attesting Officer. Ms. Leung also
serves as an independent non-executive director of each of UC Rusal Plc (Stock code: 486) and China Resources
ower Holdings Company Limited (Stock code: 836). Ms. Leung served as a member of several government boards
and committees, including the Independent Police Complaints Council, Equal Opportunities Commission, Social
Welfare Advisory Committee and Inland Revenue Board of Review. Ms. Leung served as a delegate of the Seventh
Guangdong Provincial People’s Congress from 1988 to 1993, and a delegate of the Eighth NPC from 1993 to 1997.
She has been the deputy director of the Hong Kong Basic Law Committee of the Standing Committee of the NPC
since 2006. Ms. Leung obtained from the University of Hong Kong in November 1988 a master’s degree in law.

Zhao Zhong Zhen, aged 58, has been appointed as an independent non-executive Director of the Company on
15 April 2013. Mr. Zhao is currently a professor and an associate dean of the School of Chinese Medicine of Hong
Kong Baptist University. Mr. Zhao has been an associate professor of Hong Kong Baptist University since April
1999. Mr. Zhao is currently a member of the Chinese Pharmacopoeia Commission and a member of Chinese
Medicine Development Committee. From 1985 to 1987, Mr. Zhao was a research assistant of China Academy of
Chinese Medical Sciences. From 1987 to 1988 and 1991 to 1992, Mr. Zhao was a visiting scholar of Tokyo
University of Pharmacy and Life Science. Mr. Zhao was a research director of a laboratory for Chinese medicines
in Japan during the period from October 1992 to April 1999. From July 2009 to January 2010, Mr. Zhao was a
visiting scholar of Osher Research Centre of Harvard Medical School. Mr. Zhao obtained a bachelor’s degree and
a master’s degree, both in Chinese medicine, from Beijing University of Chinese Medicine in March 1982, and
from China Academy of Chinese Medical Sciences in December 1985, respectively. Mr. Zhao obtained his
doctorate degree in pharmacy in Tokyo University of Pharmacy and Life Science in March 1992.

Chan Ngai Chi, aged 44, was appointed as an independent non-executive Director of the Company on 15 April
2013. Prior to joining the Company, Mr. Chan had more than 20 years of financial management, compliance and
auditing experience. Mr. Chan worked in the audit division of PricewaterhouseCoopers Hong Kong from 1994 to
1999. Mr. Chan has also worked at various listed companies in Hong Kong and the U.S. Mr. Chan worked in
Tong Ren Tang Technologies as the financial controller and company secretary from 2004 to 2007. Mr. Chan
worked as the principal financial officer of Gushan Environmental Energy Company Limited, which was a company
listed on the New York Stock Exchange since December 2007 and privatized in October 2012. Mr. Chan is
currently the principal financial officer of China Metal Resources Utilization Limited (Stock code: 1636). Mr. Chan is
a fellow member of the Hong Kong Institute of Certified Public Accountants and the Association of Chartered
Certified Accountants. Mr. Chan graduated from the Hong Kong University of Science and Technology with a
bachelor’s degree in business administration in accounting in 1994 and also obtained a master’s degree in
Economics from the Chinese University of Hong Kong in 2008.

Senior Management

Hua Ji Hong, aged 41, is a deputy general manager of the Company, and is mainly responsible for the brand
management, marketing management as well as import and export business in traditional markets of the Company.
Ms. Hua joined Tong Ren Tang Group in 2000. Ms. Hua obtained a bachelor’s degree and a master’s degree,
both in Chinese medicine, from Beijing University of Chinese Medicine in June 1997 and July 2000, respectively.

Anyang Ma, JP, aged 54, is a deputy general manager of the Company, and is mainly responsible for the project
investment. By holding a master’s degree of Herbal Medicine from the University of Sydney, Mr. Ma is the founder
and the Managing Director of Beijing Tong Ren Tang (Australia) Pty Ltd. During the past of more than 30 years in
his career, Mr. Ma has accumulated extensive experiences in various Traditional Chinese Medicine (TCM) sectors
including clinical services, processing and manufacturing, import and export, wholesale and retail, research and
development, quality control and management. Before migrating into Australia in 2001, Mr. Ma served as a senior
executive of Hai-O Group, a listing company specialized in Chinese medicine in Malaysia for many years. Due to
his keen interest in the TCM globalization, modernization and the popularization, Mr. Ma has been appointed as
the committee member of Australian Mirror Committee (HEO31) of the Chinese medicine standardization
committee under the International Standard Organization (ISO/TC249). Mr. Ma is also the current president of
Chinese Medicine Industry Council of Australia (CMIC).

Li Xia, aged 49, is the chief engineer of the Company, and is mainly responsible for research and development of
Chinese medicines and healthcare products. Ms. Li has been in Tong Ren Tang Group since 1990 and joined the
Company in 2008. Ms. Li obtained a bachelor’s degree in Chinese medicine from Beijing University of Chinese
Medicine in July 1989.
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The Directors are pleased to present their report and the audited consolidated financial statements of the Group
for the year ended 31 December 2015.

Principal Activities

The principal activities of the Company are manufacturing, retail and wholesale of Chinese medicine products and
healthcare products and provision of Chinese medical consultation and treatments. The principal activities and
other particulars of the Company’s subsidiaries are set out in note 30 to the consolidated financial statements.

Results and dividends

The results of the Group for the year ended 31 December 2015 are set out in the consolidated income statement
on pages 104 to 105 of this annual report.

The Directors recommend the payment of a final dividend of 13 HK cents per ordinary share for the year ended
31 December 2015 (2014: 10 HK cents). Such final dividend will be proposed for approval by shareholders at the
annual general meeting to be held on Friday, 6 May 2016 and if approved, are payable to shareholders whose
names appear on the Register of Members of the Company on 16 May 2016. Details of the dividend for the year
ended 31 December 2015 are set out in note 13 to the consolidated financial statements. It is expected that the
final dividend will be paid on or around 30 May 2016.

Segment Information

Details of the segment information of the Group are set out in note 5 to the consolidated financial statements.

Property, Plant and Equipment

Details of movements in the property, plant and equipment of the Group are set out in note 15 to the consolidated
financial statements.

Bank Borrowing

As at 31 December 2015, the Group had bank borrowings of HK$0.6 million (2014: Nil), details of which are set
out in note 23 to the consolidated financial statements.

Share issued

Shares of the Company were issued on 27 February 2015 as consideration for the acquisition of 51% interest in
Honour Essence Trading Limited. Details of the issue of shares are set out in note 21 to the consolidated financial
statements.

Reserves

Details of movements in the reserves of the Company and the Group during the year ended 31 December 2015
are set out in note 22 to the consolidated financial statements and in the consolidated statement of changes in
equity respectively.

Distributable Reserves

As at 31 December 2015, the reserves of the Company available for distribution amounted to HK$900.5 million
(2014: HK$621.9 million).

Donations

Cash charitable donations made by the Group during the year ended 31 December 2015 amounted to HK$0.1
million (2014: HK$0.5 million).

Five year financial summary

A summary of the results and of the assets and liabilities of the Group for the last five financial years is set out on
pages 8 to 9 of the annual report.
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Major Customers and Suppliers

During the year ended 31 December 2015, income received/receivable from the top five customers in aggregate
and the single largest customer accounted for approximately 50.1% (2014: 57.5%) and 15.5% (2014: 17.9%) of
the Group’s revenue, respectively.

During the year ended 31 December 2015, purchases paid/payable to the top five suppliers in aggregate and the
largest supplier constituted approximately 48.7% (2014: 45.5%) and 28.0% (2014: 25.0%) of the Group’s total
purchases, respectively.

For the years ended 31 December 2015 and 2014, among the Group’s top five customers include a subsidiary of
our ultimate holding company and a subsidiary of our intermediate holding company. And, among the Group’s
top five suppliers include our immediate holding company and our intermediate holding company.

Save as disclosed above, none of the Directors, their associates or any shareholder of the Company (who to the
knowledge of the Directors owns more than 5% of the share capital of the Company) has any interest in any of
the top five customers and suppliers.

Relationships with Employees, Customers and Suppliers

The Group values the contributions of employees. The Group provides competitive remuneration package to
attract and motivate the employees. The Group regularly reviews the remuneration package of employees and
makes necessary adjustments to conform to the market standard.

The Group also understands that it is important to maintain good relationship with its customers and suppliers to
fulfil its long-term goals. To maintain its core competitiveness, the Group aims at delivering constantly high
standards of quality in the Chinese medicine products and service to its customers. During the year ended 31
December 2015, there was no material and significant dispute between the Group and its customers and/or
suppliers.

Directors
The directors during the year ended 31 December 2015 and up to the date of this report were:

Mei Qun (Chairman)

Ding Yong Ling (Chief executive officer)
Zhang Huan Ping (Deputy general manager)
Lin Man (Chief financial officer and company secretary)

Leung, Oi-sie, Elsie
Zhao Zhong Zhen
Chan Ngai Chi

A full list of the names of the directors of the Group’s subsidiaries can be found in the Company’s website at
http://www.tongrentangcm.com under “Investor Relations”.

Directors” Service Agreements

The non-executive Director, Mr. Mei Qun entered into a service contract with the Company for a fixed term of
three years commencing from 7 May 2014, and all the executive Directors, Ms. Ding Yong Ling, Mr. Zhang Huan
Ping and Ms. Lin Man have entered into service contracts with the Company for a fixed term of three years
commencing from 15 April 2013.

Each of Ms. Leung, Oi Sie Elsie, Mr. Zhao Zhong Zhen and Mr. Chan Ngai Chi, being all our independent non-
executive Directors, has entered into a letter of appointment with the Company for a fixed term of three years
commencing from 7 May 2013, 15 April 2013 and 15 April 2013, respectively, unless terminated by either party
giving at least two months’ notice in writing.

None of the Directors has entered or proposed to enter into any service contracts with the Company which is not

determinable by the Company within one year without payment of compensation other than statutory
compensation.

Biographical details of directors and senior management

Brief biographical details of directors and senior management are set out on pages 58 to 61 of the annual report.

Beijing Tong Ren Tang Chinese Medicine Company Limited | Annual Report 2015

FHE P ARG

HE-_T-—AF+_A=+—HLLFE KETABRFAARE SATFHNOWR &
ks o B AR EBWALS501% (ZF —MUF : 57.5%) &155% (ZF — M 4F :
17.9%) °

HE_Z—AF+-A=+—HULFE BN ENEREEES X AEERFR
BEZE D B A EE B EN48.7% (=T — P04 : 45.5%) % 28.0% (== — Q4 :
25.0%) °

BE_Z-AFR_T-HWFE+-_A=1+—HLFE  ARENOIARFFPTEETHR
IR REZER AR TN — KRB AR LR PR R EZERARBE T —HKMERF -
NEAEBORIAHERTEETRMANEEZERATDREMNTHEZERAF -

B EXFIRBEEIN ARAER - WENBEASMEMRR GLESMARFEARFE%
VAEBAS) B A LRE P R A AR (A4 2 o

g B ~ &5 KA ER B %

AEEERERER - AEMBEABTI HOFHEBUR MUMES - AEEE
Higst B THHIEE - LETLBBE  UHETISEE -

AEENTHEATPNHERRSREBELERARNARNERE - BREH®A
BEOBEEN  AREBIRARPHERKSEENTEERNRE -BE_F
—AFT A=+ BUEFE  AEEAEFR RHEE I HEEEENEASH -

HF

BE-Z-AF+ A=+t RALFERBEAREAHEEEEZALTNOT

Tx¥(BEHITE)
RIS (B #ACTE )
We (A BREFR L ANE)

BE
i i
CEe

REBTBF AR 2EB5TES B LR R4 UL www.tongrentangem.com [ &
HEEFR]ER -

o F R Tk

ST BB A AR AT U RBAK BT MERALARABZE 2
BATEF ] AR LL  RAT % RS LT RAANT Y RHAK 8 -F—=
AT B A A -

BIUFMTEERES AL BPRREERRBMEALERARTFIIZEE 2
FE-Z—=FAA+H  —Z—=FMOATRAR-Z—=FMATHARLAH=
FoOEEA-SBEEEDMIEAOBEBAL RIS -

EEMEEARRARI N RER] IR —FRK LTRSS H#IE CEERERSN) B ER IR
Bak -

R B

EERAEESREREERFBHNAFMESSE61H °

ERACEAEERARF | —2—AF 58



Directors’ Report

e

Emolument Policy

The remuneration of the employees of the Group is determined with reference to market terms and the
performance, qualifications and experience of the individual employee. The remunerations of the Directors are
determined with reference to the economic situation, the market condition, the responsibilities and duties
assumed by each Director as well as their individual performance. Details of the fee and emolument of the
Directors are set out in note 8 to the consolidated financial statements.

Retirement Schemes

The Group operates various retirement schemes. Particulars of these retirement schemes are set out in note 2(t)
to the consolidated financial statements.

Directors’ and Chief Executive’s Interests in Shares

As at 31 December 2015, the interest and short positions in the shares and underlying shares of the Company or
any of its associated corporations (within the meaning of Part XV of the Securities and Futures Ordinance (the
“SFQ”)) of the Directors and chief executive of the Company which would have to be notified to the Company
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests which they are taken or deemed to have
under such provisions of the SFO) and required to be entered in the register maintained by the Company pursuant
to Section 352 of the SFO or which were required, pursuant to Rules 5.46 to 5.67 of the GEM Listing Rules, to be
notified to the Company and the Stock Exchange, were as follows:

Long position in shares

Types of interests
EamtE

il <2 5 K

FEBEEZHMDE2ETSEFREEEARR EERERRET - EF2H
B2 RIEERS  THER  SNEFNBRENEARBRETE - EF0 S R
SRBERNE I RAMES -

BRG]

REEETZHERNRGTE - LR EFITHN A HIHRRMTE2)

PN E TN BB O A

R-B—RE+-A=+—0 ARAEEREBTHABRAD T RITHEEE
(E% R EH RS (B4 RAEEG]) FXVE) A1 KA MR G EE R5E
% RS IGOIEXV M5 7 R 8 5 HB MR AN D RIS oA A (BIBRIEEA R AE I
B RS E SR (R S A O HERS) BRI % B 60128 352 (/R A RIB T 48
1RO B R T 04% AR 35 8 AR 1 74 B % 5.46 5 5.67 (R/A B A2 B RBF R P M0 4
BRARMT :

The Company A2 7]

Ding Yong Ling T 7% Personal & A

Lin Man #£2 Personal & A

Tong Ren Tang Technologies F1= % &

Mei Qun 158 Personal & A

Tong Ren Tang Ltd. E{=Z &4

Mei Qun #58% Personal & A
Notes:

(1) The shares represent 0.46% of domestic shares of Tong Ren Tang Technologies.

) All represent A shares of Tong Ren Tang Ltd.

Save as disclosed above, none of the Directors and chief executive of the Company had any interests and short
positions in the shares, underlying shares and debentures of the Company and its associated corporations (within
the meaning of Part XV of the SFO) as recorded in the register required to be kept under Section 352 of the SFO
or as otherwise notified to the Company and the Stock Exchange pursuant to the standards of dealing by
Directors as referred to in Rule 5.48 to 5.67 of the GEM Listing Rules.

Rights to Acquire Shares or Debentures

Other than as disclosed under the section “Directors’ and Chief Executive’s Interests in Shares” above, at no time
during the year ended 31 December 2015 was the Company or any of its subsidiaries, or any of its fellow
subsidiaries, a party to any arrangement to enable the Directors or chief executive of the Company or their
respective associates (as defined in the GEM Listing Rules) to have any right to subscribe for securities of the
Company or any of its associated corporations as defined in the SFO or to acquire benefits by means of
acquisition of shares in, or debentures of, the Company or any other body corporate.

Directors” Interests in Competing Businesses

None of the Directors or their respective associates has any competing interests which need to be disclosed
pursuant to Rule11.04 of the GEM Listing Rules.
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Interests in Competing Businesses

To ensure that the business classification between the Company, Tong Ren Tang Ltd., Tong Ren Tang
Technologies and Tong Ren Tang Holdings (collectively the “Controlling Shareholders”) are properly documented
and established, each of the Controlling Shareholders entered into a deed of non-competition in favour of the
Company on 18 April 2013 (“Deed of Non-competition”), details of which are set out in the Prospectus, mainly to
the effect that at any time until their collective beneficial interest in the equity interest in the Company is less than
30%, each of them shall not, and shall procure their respective subsidiaries (except through its interests in the
Group) not to, without prior written consent of the Company, directly or indirectly:

i) engage in the research, development, manufacture and sales of any products containing ganoderma
lucidum or ganoderma lucidum spores as raw materials in Hong Kong, Macao and markets outside of the
PRC (the “Non-PRC Markets”);

(ii) engage in the research, development, manufacture and sale of any products with Tong Ren Tang brands in
Non-PRC Markets, except for the manufacture of the Chinese medicine products for the two independent
third parties in Japan; for the avoidance of doubt and without prejudice to the generality of the Deed of
Non-competition, except for the current excluded business in Japan, engage in arrangement with any other
parties in the Non-PRC Markets similar to the excluded business in Japan;

(iii) carry out any sales or registration (new or renewal) for Angong Niuhuang Wan in Non-PRC markets;

(iv)  engage in the distribution of any Chinese medicine products in Non-PRC Markets, except for certain
existing arrangements as disclosed in the Prospectus; and

(v) carry out any new overseas registration of Tong Ren Tang branded products, ((i) to (v) are collectively
known as “Restricted Business”).

In addition, under the Deed of Non-competition, each of the Controlling Shareholders has also undertaken that if
each of them and/or any of its associates is offered or becomes aware of any project or new business opportunity
(“New Business Opportunity”) that relates to the Restricted Business, whether directly or indirectly, it shall (i)
promptly and in any event not later than seven days notify the Company in writing of such opportunity and provide
such information as is reasonably required by the Company in order to enable the Company to come to an
informed assessment of such opportunity; and (i) use its best endeavours to procure that such opportunity is
offered to the Company on terms no less favourable than the terms on which such opportunity is offered to it and/
or its associates.

The Directors (including the independent non-executive Directors) will review the New Business Opportunity and
decide whether to invest in the New Business Opportunity within thirty (30) business days of receipt of notice from
Controlling Shareholders.

Tong Ren Tang Holdings has also granted the Company rights of first refusal to acquire its interest in Beijing Tong
Ren Tang Hong Kong Medicine Management Limited, Beijing Tong Ren Tang (UK) Limited and Beijing Tong Ren
Tang Tai Fong Co., Ltd. on terms which are not less favorable than the terms it wishes to sell to other parties.

In this connection, the Group adopted the following corporate governance measures to manage any potential
conflicts of interest arising from any future potential competing business and to safeguard the interests of the
shareholders of the Company:

(i) the independent non-executive Directors shall review, at least on an annual basis, the compliance with and
enforcement of the terms of the Deed of Non-competition by the Controlling Shareholders; and

(ii) the Company will disclose the review by the independent non-executive Director with basis on the
compliance with and enforcement of the terms of the Deed of Non-competition in its annual report.

In monitoring the competing business of the Parent Group (refer to Tong Ren Tang Holdings, Tong Ren Tang Ltd.,
Tong Ren Tang Technologies and their respective subsidiaries, other than the Group and their respective
predecessors), an executive committee (the “Competition Executive Committee”) comprising two disinterested
Directors, namely Mr. Zhang Huan Ping and Ms. Lin Man, has been established with the following major
responsibilities:

() conduct quarterly inspection of the distribution channels of the Parent Group, including retail stores and
wholesale customers, to check whether any products containing ganoderma lucidum or ganoderma
lucidum spores as raw materials (other than GLSPC manufactured by the Group) is sold in Non-PRC
Markets; and

(o) conduct quarterly communications with representatives of the Parent Group to confirm whether their
research and development portfolio has any products which contain ganoderma lucidum or ganoderma
lucidum spores as raw materials.

A supervisory committee (the “Competition Supervisory Committee”), comprising three independent non-executive
Directors, namely, Ms. Leung, Oi Sie Elsie, Mr. Zhao Zhong Zhen and Mr. Chan Ngai Chi, has been established
with the following major responsibilities:

(a) meet quarterly and review the quarterly inspection record and daily communication records by the
Competition Executive Committee (if applicable); and

(b) report findings during its review of the records provided by the Competition Executive Committee to the
Board which will be published in the Company’s annual report.

To the best knowledge of the Competition Executive Committee, they are not aware of the distribution channels
of the Parent Group selling any products containing ganoderma lucidum or ganoderma lucidum spores as raw
materials (other than GLSPC manufactured by the Group) in Non-PRC Markets for the year ended 31 December
2015.
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Substantial Shareholders T H

At 31 December 2015, the interest of the persons, other than Directors or chief executive of the Company, in the RZZB-—RAF+TZA=+—0 EXRRTRN REARDFHEREES RAEKD
shares and underlying shares of the Company which were notified to the Company and the Stock Exchange EXVIEBE 2 R 3D EE ME AR B KBt X AT MR IEE 5 KB 1505 336 I8 &H AR R
pursuant to Divisions 2 and 3 of Part XV of the SFO and entered in the register maintained by the Company B FELMIANEARGNREZ AT (RARESHEZTHRABRINGAT ¢

pursuant to Section 336 of the SFO, or otherwise notified to the Company were as follows:
Long position in shares Bl &

Approximate
percentage of

Number of  issued share capital

Name of shareholder Capacity shares
e F1n [SSvE 4]
Tong Ren Tang Technologies [~ &} Beneficial owner Bz A A 318,540,000 38.05%
Tong Ren Tang Ltd. R{ZZ /& O Beneficial owner Bz A A 281,460,000 33.62%
Interest of a controlled corporation 522 il A &) K #E 25 318,540,000 38.05%
Tong Ren Tang Holdings [E{=Z @A 7@ Interest of a controlled corporation 4% #ll A &Y #E 25 600,000,000 71.67%
Greenwoods Asset Management Holdings Limited® Interest of controlled corporation S22 & A Al HE 25 50,919,000 6.08%
Greenwoods Asset Management Limited® Interest of controlled corporation 542 |2 Bl Az 50,919,000 6.08%
Jiang Jinzhi® Interest of controlled corporation 4% il /A & #) 4 2 50,919,000 6.08%
Unique Element Corp.® Interest of controlled corporation S42 H| A Al 28 50,919,000 6.08%
Notes: 3T -
(1) Tong Ren Tang Ltd. directly holds 46.85% of the issued share capital of Tong Ren Tang Technologies. Accordingly, Tong Q) @Cﬁﬁgﬁﬁﬁﬁ(ﬁﬁﬁ1:ﬁﬂ?§aj§ﬁﬁﬁ$ﬁ'ﬂ 46.85% ° ALt - M- ZRNHBRFERCE
Ren Tang Ltd. is deemed to be interested in 318,540,000 shares of the Company held by Tong Ren Tang Technologies. RHSF#% 318,540,000 AR AR {7 A M 2
) Tong Ren Tang Holdings directly holds 52.45% of the issued share capital of Tong Ren Tang Ltd. which in turn directly ) EEE;‘Egﬂﬁ%ﬁﬁlﬁﬁﬁﬂﬁ1ﬁﬁ?§ﬁ@$ﬁ@ 52.45% Eﬁ@ﬁ%ﬂﬁ@XEf?ﬁﬁ B
holds 46.85% of the issued share capital of Tong Ren Tang Technologies. Tong Ren Tang Holdings also directly holds ERE Eﬁ‘ﬁﬁﬁmﬁyﬁ-%% ° FEE - [ L%% A E?fj:ﬂf Al CERREEITRA F—Q
0.74% of the issued share capital of Tong Ren Tang Technologies. Accordingly, Tong Ren Tang Holdings is deemed to be 0.74% © E - IW_%%QTTE?%T!&%ELEM&&EL_%HX% 5 BIFTH5 318,540,000 A%
interested in 318,540,000 shares of the Company and 281,460,000 shares of the Company held by Tong Ren Tang [ T2 281,460,000 AR A7 HO HE 25
Technologies and Tong Ren Tang Ltd., respectively.
©)) According to the disclosure forms filed by Greenwoods Asset Management Holdings Limited, Greenwoods Asset 3) 7fE})§ Gr‘eenyvoodsl Asset Management Holdings Limited, Greenwoods ASSSL Managegent Iimited,
Management Limited, Jiang Jinzhi and Unique Element Corp. on 15 July 2015, the following interests in shares of the Jiang Jinzhi % Unique Element Corp. 78 — % — B & £ +THABEXNHEEE @ H
Company were held by Greenwoods Asset Management Holdings Limited, Greenwoods Asset Management Limited, Greenwoods Asset Management Holdings Limited, Greenwoods Asset Management Limited,
Jiang Jinzhi and Unique Element Corp. as follows: Jiang Jinzhi % Unique Element Corp. 8 A QA Gz T -

Direct interest
Y/N

Name of controlled corporation Name of controlli % control = Number of shares
REEE A1 PR R A 447 H EHEDE% ( ) iin g B
Unique Element Corp. Jiang Jinzhi 100.00 N & Long position 4f & 50,919,000
Greenwoods Asset Management Holdings Limited Unique Element Corp. 81.00 N & Long position &7 50,919,000
Greenwoods Asset Management Limited Greenwoods Asset Management Holdings Limited 100.00 N & Long position 4F& 50,919,000
Golden China Master Fund Jiang Jinzhi 100.00 &= Long position & 7,685,000
Greenwoods Asset Management Limited Greenwoods Asset Management Holdings Limited 100.00 N & Long position 47 & 21,920,000
Greenwoods China Alpha Master Fund Greenwoods Asset Management Limited 100.00 Y = Long position & 72 15,771,000
Golden China Plus Master Fund Jiang Jinzhi 100.00 Y =& Long position #f & 3,343,000
Greenwoods China Healthcare Master Fund Greenwoods Asset Management Limited 100.00 Y = Long position & & 2,200,000
Save as disclosed above, the Company had not been notified by any persons (other than Directors or chief B EXFHEEI  ARRTEREFMALT(RARFESREZITHRABRIN NS HE
executive of the Company) who had interests or short positions in the shares or underlying shares of the Company BERBEFLFLAEGIEXVIE 2 R 3H EECAMA N R FEEXRIEES LEBAEK
which would fall under the provisions of Divisions 2 and 3 of Part XV of the SFO to be disclosed to the Company, 125 336 AN BB FHEIFNE R METRE S A A D B IR (1 s BB IR (DS SUA | -

or which were recorded in the register required to be kept by the Company under Section 336 of the SFO.

Equity-linked Agreement e S ER B T e

Details of the equity-linked agreements entered into during the year or subsisting at the end of the year RERBIHBHERRNFAIRARFRFEFBFHIN AT ¢
are set out below:

On 5 February 2015, the Company and Mr. Lin Song Xiong (the “Vendor”) entered into a sale and purchase RZZE—RAF_ARAB  ARREMRELEE(TBEFDELEE RS - XARIUBIK
agreement, pursuant to which the Company has conditionally agreed to purchase and the Vendor has HRBEWEME S ABREREUN S EHERABE 71,426,000 7T (AFE - A FHE)
conditionally agreed to sell the 51% of the issued share capital of Honour Essence Trading Limited at the HERERESHERARSI% EEITRA - ARAIE AT 10.06 1 %177,100,000 %
consideration of HK$71,426,000 (subject to downward adjustment, if any), which shall be satisfied by the TR EMNGEES - BAREELETEN  RERR-_Z—RAF-_A=-+tH%
allotment and issue of the 7,100,000 ordinary shares at HK$10.06 each by the Company to the Vendor. The 7o

acquisition was completed and the consideration shares were issued on 27 February 2015.
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Related Party Transactions

Details of related party transactions of the Group during the year ended 31 December 2015 are set out in note 29
to the consolidated financial statements, certain of these transactions (as set out below) also constitute connected
transactions/continuing connected transactions under Chapter 20 of the GEM Listing Rules. The Company
confirmed that it has complied with the disclosure requirements in accordance with Chapter 20 of the GEM Listing
Rules.

Continuing Connected Transactions

The Group has entered into a number of transactions with entities which have become connected persons (as
defined in the GEM Listing Rules) of the Company upon the Listing. Following the Listing, these transactions have
continued in the ordinary and usual course of business and have constituted continuing connected transactions
under the GEM Listing Rules, which are subject to the reporting, annual review, announcement and/or
independent shareholders’ approval requirements. The Company has applied to the Stock Exchange for, and the
Stock Exchange has granted, a waiver from strict compliance with the announcement and/or independent
Shareholders’ requirements relating to these continuing connected transactions under the GEM Listing Rules. In
addition, the Directors confirm the Company will comply with the applicable provisions under Chapter 20 of the
GEM Listing Rules. During the year ended 31 December 2015, the Group also entered into certain non-continuing
transactions with connected persons of the Company in accordance with the GEM Listing Rules.

Details of the non-exempted continuing connected transactions of the Group are as follows:

On 10 April 2014, the Company and Tong Ren Tang Holdings entered into a supplemental agreement to
the PRC distribution framework agreement dated 3 October 2013 (the “PRC Distribution Framework
Agreement”) that the Tong Ren Tang Group (collectively refer to Tong Ren Tang Holdings, its subsidiaries,
its joint ventures and its associates, other than Tong Ren Tang Technologies and its subsidiaries) would act
as a non-exclusive distributor of the Group and would purchase the Owned Products (as defined in the
announcement of the Company dated 10 April 2014) from the Group and then distribute the same to
retailer or end users in the PRC for a period from 1 January 2014 to 31 December 2016.

The sale of the Owned Products to the members of the Tong Ren Tang Group would be beneficial to the
development of the Group’s business, whose sales network is operating under the brand of Tong Ren
Tang which is targeted to gain dominant position in respect of sales of Chinese medicine and healthcare
products in the PRC.

Tong Ren Tang Holdings is the ultimate controlling shareholder of the Company and is therefore a
connected person of the Company under the GEM Listing Rules. The annual caps for the transactions
contemplated under the PRC Distribution Framework Agreement for the years ended 31 December 2014
and 2015 and year ending 31 December 2016 are HK$185,000,000 (exclusive of value-added tax in the
PRC), HK$220,000,000 (exclusive of value-added tax in the PRC) and HK$260,000,000 (exclusive of value-
added tax in the PRC), respectively.

As one or more of the applicable percentage ratios (other than the profits ratio) of the annual caps exceed
5% and the annual caps is more than HK$10,000,000, the PRC Distribution Framework Agreement and
the transactions contemplated thereunder are subject to reporting, announcement and annual review
requirements as well as the requirement of independent shareholders’ approval under the GEM Listing
Rules.

This continuing connected transaction was approved by the independent shareholders of the Company in
the extraordinary general meeting held on 7 May 2014.

The Group has entered into the following lease agreements (the “Lease Agreements”) with the Parent
Group:

(i) Beijing Tong Ren Tang International Natural-Pharm Co., Ltd. (the “TRT International Natural-Pharm”),
a directly wholly owned subsidiary of the Company, entered into two lease agreements (as
supplemented by their respective agreements dated 3 April 2013) on 1 January 2011 and a lease
agreement on 31 December 2012 with Tong Ren Tang Holdings whereby Tong Ren Tang Holdings
leased to TRT International Natural-Pharm (1) a warehouse located at Beijing, the PRC for storage
purpose at a rental of RMB18,000 per year; (2) an office located at Beijing, the PRC at a rental of
RMB10,000 per year; and (3) a storage room located at Beijing, the PRC at a rental of RMB500 per
year, respectively, each for the period from 1 January 2013 to 31 December 2015;
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(i) Beijing Tong Ren Tang Consulting Services Co., Ltd. (the “TRT Consulting Services”), an indirectly
wholly owned subsidiary of the Company, entered into a lease agreement (as supplemented by an
agreement dated 31 December 2012) with Tong Ren Tang Holdings on 31 December 2010 whereby
Tong Ren Tang Holdings leased to TRT Consulting Services a property located at Beijing, the PRC
for office purpose at a rental of RMB3,600 per year for the period from 1 January 2013 to 31
December 2015; and

(iii) the Company entered into a lease agreement (as supplemented by an agreement dated 9 April
2013) with Beijing Tong Ren Tang International Co., Ltd. (the “TRT International”) on 1 October 2012
whereby TRT International leased to the Company a property located at Hong Kong for office purpose at
a rental of HK$150,000 per month for the period from 1 October 2012 to 31 December 2015.

The annual rental payable to the Parent Group for each of the year ended 31 December 2013, 2014 and
2015 pursuant to the Lease Agreements is HK$1,838,000. For the Year, Tong Ren Tang Holdings waived
the rental charges payable by the Group as stated in 2(i) and 2(ii) above with details stated in the table on
pages 76 to 77 of the annual report.

Tong Ren Tang Holdings is the controlling shareholder of the Company and TRT International is owned as
to 100% by Tong Ren Tang Holdings, hence they are connected persons of the Company for purpose of
the GEM Listing Rules. The transactions under the Lease Agreements therefore constitute continuing
connected transactions of the Company under Chapter 20 of the GEM Listing Rules.

On 30 September 2012, the Company entered into a master purchase agreement with Tong Ren Tang Ltd.
(the “Angong Niuhuang Powder Master Purchase Agreement”) whereby the Company would purchase
Angong Niuhuang Powder, being the raw materials for production of Angong Niuhuang Wan, from Tong
Ren Tang Ltd. for the period from 1 January 2013 to 31 December 2015.

The annual caps in respect of the transactions under the Angong Niuhuang Powder Master Purchase
Agreement for the years ended 31 December 2013, 2014 and 2015 are HK$10,000,000, HK$12,000,000
and HK$13,000,000, respectively.

Tong Ren Tang Ltd. is our controlling shareholder of the Company and hence a connected person of the
Company for the purpose of the GEM Listing Rules.

As the existing Angong Niuhuang Powder Master Purchase Agreement expired on 31 December 2015, on
28 October 2015, the Company entered into a new Angong Niuhuang Powder master purchase agreement
with Tong Ren Tang Ltd. for renewal of the continuing connected transactions thereunder for the period
from 1 January 2016 to 31 December 2018. As one or more of the applicable percentage ratios (other than
the profits ratio) of the annual caps exceed 0.1% but less than 5% on an annual basis, the transactions
contemplated under the new Angong Niuhuang Powder master purchase agreement are subject to
reporting, announcement and annual review requirements but exempt from the independent shareholders’
approval requirements under the GEM Listing Rules.

The new annual caps in respect of the transactions under the new Angong Niuhuang Powder master
purchase agreement for the years ending 31 December 2016, 2017 and 2018 are HK$14,400,000,
HK$17,800,000 and HK$20,700,000, respectively.

On 28 October 2014, the Company entered into the exclusive distributorship framework agreement (the
“Exclusive Distributorship Framework Agreements”) with each of Tong Ren Tang Technologies and Tong
Ren Tang Ltd. whereby TRT International Natural-Pharm, a wholly-owned subsidiary of the Company, was
appointed by each of Tong Ren Tang Technologies and Tong Ren Tang Ltd. as the sole distributor of Tong
Ren Tang branded products of each of Tong Ren Tang Technologies and Tong Ren Tang Ltd. in Non-PRC
Markets and TRT International Natural-Pharm would purchase Tong Ren Tang branded products from
Tong Ren Tang Technologies and Tong Ren Tang Ltd. for the period from 1 January 2015 to 31 December
2017.

The annual caps in respect of the transactions under the Exclusive Distributorship Framework Agreements
for the year ended 31 December 2015 and years ending 31 December 2016 and 2017 are
HK$90,300,000, HK$106,400,000 and HK$125,200,000, respectively.
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The Group is the primary overseas distribution platform of the Parent Group and is the member of the
Parent Group solely distributing PRC manufactured Tong Ren Tang branded Chinese medicine products
outside PRC. The Exclusive Distributorship Framework Agreements are to ensure the continuity of the
exclusive distributorship arrangement outside PRC, which is of utmost importance to the Parent Group as
well as the Group.

Tong Ren Tang Technologies and Tong Ren Tang Ltd. are both the controlling shareholders of the
Company and hence are connected persons of the Company for the purpose of the GEM Listing Rules.

As one or more of the applicable percentage ratios (other than the profits ratio) of the annual caps exceed
5% and the annual caps is more than HK$10,000,000, the new exclusive distributorship framework
agreements and the transactions contemplated thereunder are subject to reporting, announcement and
annual review requirements as well as the requirement of independent shareholders’ approval under the
GEM Listing Rules.

The Exclusive Distributorship Framework Agreements were approved by the independent shareholders of
the Company in the extraordinary general meeting held on 27 November 2014.

Details of the above continuing connected transactions are further summarised as follows:

Name of

connected party Nature of transaction
Ry A RHEE

(1)  Tong Ren Tang Holdings RI{=Z %@ /A7  Income received/receivable for the sales of the Owned Products

HEBBEMNT IR Bk ES
(2)  Tong Ren Tang Holdings RI{=E%£@/AF]  Expense paid/payable for leases of properties

HEWEDN EMNFEX
TRT International [E{= & B2 Expense paid/payable for lease of a property
THEWMEDH EMNFX
(3)  Tong Ren Tang Ltd. B{=% &% Purchase of Angong Niuhuang Powder
BEEREFEND

(4)  Tong Ren Tang Technologies [F{Z % Purchase of Tong Ren Tang branded products for distribution
EERRDENRCEREER

Tong Ren Tang Ltd. B{==E &5 Purchase of Tong Ren Tang branded products for distribution
BEERRDENRCEREER

(1) Tong Ren Tang Holdings waived all the rental charges for the year ended 31 December 2015 in respect of leases stated
on pages 72 to 75 of the annual report.

The price and the terms of the above transactions have been determined in accordance with the pricing policies
and guideline set out in the relevant announcements and the Prospectus.

Confirmation of independent non-executive Directors:

The independent non-executive Directors have reviewed the above continuing connected transactions and
confirmed that these continuing connected transactions have been entered into by the Group:

(1) in the ordinary and usual course of business of the Group;
) on normal commercial terms or better; and

Q) in accordance with the relevant agreements governing them on terms that are fair and reasonable and in
the interests of the shareholders of the Company as a whole.
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PricewaterhouseCoopers, the Company’s auditor, was engaged to report on the Group’s continuing connected
transactions in accordance with Hong Kong Standard on Assurance Engagements 3000 “Assurance
Engagements Other Than Audits or Reviews of Historical Financial Information” and with reference to Practice
Note 740 “Auditor’s Letter on Continuing Connected Transactions under the Hong Kong Listing Rules” issued by
the Hong Kong Institute of Certified Public Accountants. The Company’s auditor has issued their unqualified letter
containing their findings and conclusions in respect of the continuing connected transactions disclosed above by
the Group on pages 72 to 77 of this annual report in accordance with Rule 20.54 of the GEM Listing Rules. A
copy of the auditor’s letter has been provided by the Company to the Stock Exchange.

Contracts of Significance

Saved as disclosed above, there is no contract of significance between the Company or any of its subsidiaries,
and the Controlling Shareholders or any of its subsidiaries. There is no contract of significance for the provision of
services to the Company or any of its subsidiaries by the Controlling Shareholders or any of its subsidiaries.

Directors’ Interests in Transaction, Arrangement or Contracts of
Significance

Details of Directors’ interests in contracts of significance in relation to the Group’s business are set out in the
section headed “Continuing Connected Transactions” in this annual report.

Other than as disclosed above, there was no transaction, arrangement or contract of significance to which the
Company or its subsidiaries, or its holding companies or any of its fellow subsidiaries was a party, and in which a
Director or a entity connected with the Director was materially interested, whether directly or indirectly, subsisting
during or at the end of the year ended 31 December 2015.

Interests of the Compliance Adviser

As notified by the Company’s compliance adviser, Kim Eng Securities (Hong Kong) Limited (the “Compliance
Adviser”), except for the compliance adviser agreement entered into between the Company and the Compliance
Adviser dated 6 May 2013 effective on 7 May 2013, the date of the Listing, neither the Compliance Adviser nor its
directors, employees or associates had any interests in relation to the Company as at 31 December 2015 which is
required to be notified to the Company pursuant to Rule 6A.32 of the GEM Listing Rules.

Purchase, Sale or Redemption of the Listed Securities of the
Company

Neither the Company nor any of its subsidiaries had purchased, sold or redeemed any of the listed securities of
the Company during the year ended 31 December 2015.

Indemnity of Directors

The Company has arranged for appropriate insurance cover for Directors’ and officers’ liabilities in respect of legal
actions against its Directors and senior management arising out of corporate activities. A permitted indemnity
provision (as defined in section 469 of the Hong Kong Companies Ordinance) for the benefit of the Directors is
currently in force and was in force throughout this year.

Environmental Policies and Performance

The Group considers the importance of environmental affairs and believes business development and environment
affairs are highly related. This Year, the Group implemented certain environmental protection measures to save
energy and reduce the consumption of resources. These policies were supported by our staff and were
implemented effectively.

Compliance with Laws and Regulations

As a listed company engages business in Hong Kong, the Group is subject to various laws and regulations
including Companies Ordinance (Chapter 622), Business Registration Ordinance (Chapter 310), Inland Revenue
Ordinance (Chapter 112) and Employment Ordinance (Chapter 57). Our Group has put in place internal controls
to ensure compliance of the same. In addition, as the Group also engages business in certain jurisdictions,
compliance procedures are in place to ensure adherence to applicable laws, rules and regulations in particular,
those have significant impact on the Group. Any changes in the applicable laws, rules and regulations are brought to
the attention of relevant employees and relevant operation units in the Company and subsidiaries from time to time.
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Sufficiency of Public Float

As at the latest practicable date prior to the issue of this report, based on information that is publicly available to
the Company and within the knowledge of the Directors, the Directors confirm that the Company maintained the

amount of public float as required under the GEM Listing Rules.

Auditor

PricewaterhouseCoopers will retire, and being eligible, offer themselves for re-appointment at the forthcoming
annual general meeting. A resolution for their re-appointment as auditor of the Company will be proposed at the
forthcoming annual general meeting. The Company has not changed its auditor in any of the preceding three

years.

Mei Qun
Chairman

Hong Kong, 11 March 2016
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Corporate Governance Practices
CORPORATE GOVERNANCE

E\RAT\;\&E\LV?RK SHAREHOLDERS The Board as a whole and the management of the Company are committed to the
RREARE JRs e maintenance of good corporate governance practices and procedures. The Group firmly
believes that strict corporate governance can enhance the Group’s credibility and
transparency, thus strengthening the confidence of the shareholders and investors in
the Group.

For the year ended 31 December 2015, the Group had complied with all applicable
ESA\&EWGO%Y(ERNANCE provisions of the Corporate Governance Code (the “Code”) as set out in Appendix 15 of

EEE G AER BOARD OF Dl RECTORS the GEM Listing rules. The Group is committed to the principles of good corporate

governance as set out in the Code.

Compliance with the Required Standard of Dealings
in Securities Transactions by Directors of Listed

R TR T issuers
LRI P2 [
The Company has adopted a code of conduct regarding securities transactions by
Directors on terms no less exacting than the required standard of dealings set out in
/responsib[e for the engagement of ) responsible for overseeing Rules 5.48 to 5.67 of the GEM Listing Rules. Having made specific enquiries of all the
xternal auditors and review of the ~O~ ! irectors, all the Directors confirmed that they had complied with the required standar
external auditors and review of the g;eddoayegt%anyxma[;goeafpdégt Di Il the Di firmed that they had lied with th ired standard
AUDIT oy ozncie] wiomzio, i eleantod authority, and of dealings and the code of conduct regarding securities transactions by Directors
COMMITTEE reporting system, internal control e eIy,
wHRERG procedures and risk management system implementation of the adopted by the Company.
~ & HZRINE LB BN A S Croup s statogy and poliey
BBER  BRE RS NHER et S
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NOMINATION independent non-executive Directors
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Directors

Board composition

Details of the composition of the Board and the Directors’ biographical information are set out on pages 58 to 61
of the annual report, respectively. The Board consists of seven Directors, comprising one non-executive Director,
three executive Directors and three independent non-executive Directors. One-third of the Board are independent
non-executive Directors of which more than one have appropriate professional qualifications, or accounting or
related financial management expertise. The structure, size, composition and diversity of the Board are reviewed
from time to time to ensure that it has a balance of expertise, skills and experience appropriate for the
requirements of the business of the Company. The independence of the independent non-executive Directors is
assessed according to the relevant rules and requirements under the GEM Listing Rules.

The composition of the Board, by category and position of Directors including the names of the Chairman, the
executive Directors, the non-executive Directors and the independent non-executive Directors, is disclosed in all
corporate communications. The Company maintains on its website and on the website of the Stock Exchange,

(i) an updated list of its Directors identifying their respective roles and functions together with their biographical
information and whether they are independent non-executive Directors; and (i) the terms of reference of the Board
committees to enable the shareholders to understand the roles played by those independent non-executive
Directors who serve on the relevant Board committees.

Board and Committee Meetings

Regular Board meetings are usually scheduled towards the end of the immediately preceding year to give all
Directors adequate time to plan their schedules to attend the meetings. At least 14 days formal notice would be
given before each regular meeting. Board meeting documents including supporting analysis and related
background information are normally sent to the Directors at least three days before regular Board meetings. According
to the Articles of Association of the Company (the “Articles of Association”), a Director may waive notice of any meeting.

The Board meets regularly and held meetings in March, April, June, August and October during the Year. In
consultation with members of the Board, the company secretary of the Company (“Company Secretary”) assists
the Chairman in preparing the meeting agenda, where applicable, matters proposed by other Directors are
included in the agenda. The senior management members are invited to join Board meetings if necessary, to
enhance the Board and management communication. During the year ended 31 December 2015, the Directors
actively participated in meetings and a summary of the Directors’ attendance records in 2015 are as follows:

Members of the Board
Non-Executive Director ¥ #{TEE
Mei Qun 1 &f

Executive Directors ${TESE

Ding Yong Ling T 7k¥

Zhang Huan Ping 3R /&

Lin Man # £

Independent Non-executive Directors B FFH{TEE
Leung, Oi Sie Elsie 2% %

Zhao Zhong Zhen & H #&

Chan Ngai Chi 3% &t

The Company Secretary prepares written resolutions or minutes and keeps records of substantive matters
discussed and decisions resolved at all Board and Board committee meetings. These meetings minutes/resolutions:

o contain sufficient detail the matters considered by the Board/Board committees and decisions reached;
° are sent to the Directors for their comments;
o are sent to all Directors/Board committee members within a reasonable time (generally within 14 days) after

such meeting; and
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o are available for inspection by Directors/Board committee members.

Important matters are dealt with by a physical Board meeting. If a Director has a conflict of interest in a matter to
be considered by the Board which the Board has determined to be material, the matter will be dealt with in
accordance with applicable rules and regulations and, if appropriate, an independent Board committee will be set up to
deal with the matter. Directors must declare his/her interest in the matters to be passed in the resolution, if applicable.

The Company has arranged for appropriate liability insurance to indemnify its Directors for their liabilities arising
out of corporate activities undertaken for the Company. During the year ended 31 December 2015, no claim was
made against the Directors.

Our Chairman, Mr. Mei Qun, acts as a non-executive Director in the Company and leads the Board in terms of
formulating policies. The Chairman of the Board determines the broad strategic direction of the Group in
consultation with the Board and is responsible for the high-level oversight of the management. With the support of
the executive Directors and the Company Secretary, the Chairman ensures that all Directors are properly briefed
on all key and appropriate issues in a timely manner. The Chairman promotes a culture of openness and
encourages Directors with different views to voice their opinion and be fully engaged in the Board’s affairs so as to
contribute to the Board’s functions, and he may meet and/or communicate with the independent non-executive
Directors without the presence of the executive Directors.

While our chief executive officer, Ms. Ding Yong Ling, is responsible for business strategic planning and day-to-
day management and operation of the Group. The Board believes this segregation of duties helps to supervise
and balance the power and authority of the Board and enhances the independence and accountability of the Board.

The procedures for appointing and re-electing directors are set out in the Articles of Association. The appointment
of a new director must be approved by the Board. The Nomination Committee is responsible for making
recommendations to the Board on the selection of individuals nominated for directorship taking into account
factors such as appropriate professional knowledge, industry experience, personal ethics, integrity, personal skills,
gender, age, cultural and educational background.

Pursuant to Article 97 of the Articles of Association, at each annual general meeting one-third of the Directors for
the time being, or, if their number is not three or a multiple of three, then the number nearest to but not less than
one-third, shall retire from office by rotation and shall be eligible for re-election. The Directors to retire by rotation
will be those Directors who have been Directors longest in office since their last re-election or appointment.

By virtue of Article 97 of the Articles of Association, Ms. Ding Yong Ling, Ms. Lin Man and Ms. Leung, Oi Sie Elise
will retire at the forthcoming annual general meeting, and being eligible, would offer themselves for re-election at
the annual general meeting.

The Company has entered into service agreements with non-executive Director and each executive Director, and
appointment letters with independent non-executive Directors. The tenure of all Directors is 3 years.

The Board is accountable to the shareholders for sustainable development of the Group. The Board is responsible
for formulating the overall strategies as well as monitoring and evaluating the operation and financial performance
of the Group. The Board reserved for its decision or consideration matters covering overall Group strategy, major
acquisitions and disposals, annual budgets, annual, interim and quarterly results, recommendations on Directors’
appointment or reappointment, approval of major capital transactions and other significant operational and
financial matters. All the Directors carry out their duties in good faith and in compliance with applicable laws and
regulations and pursue excellence in the interests of the shareholders at all times.

Our non-executive Director together with our independent non-executive Directors offer diverse industry expertise,
serve the important function of advising the management on strategies and ensuring that the Board fulfils high
standards of financial and other mandatory reporting requirements as well as providing adequate checks and
balances for safeguarding the interests of the shareholders and the Company as a whole.

The non-executive Directors not only exercise their independent judgment and advise on the future business
direction and strategic plans of the Company, they also review the financial information and operational

performance of the Company on a regular basis.

Every executive Director has hands-on knowledge and expertise in the areas and operation in which he/she is
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charged with. Appropriate attention to the affairs of the Company is measured in terms of time as well as the
quality of such attention and the ability of the Directors to contribute with reference to his/her area of knowledge
and expertise, and his/her global perspective. There is satisfactory attendance at Board meetings during the Year.

The Directors have disclosed to the Company at the time of their appointment and from time to time thereafter the
number and nature of offices held in public companies or organisations and other significant commitments,
identifying the public companies or organisations involved.

All Directors receive comprehensive information on appointment, so as to ensure understanding of the business
and operations of the Group and Directors’ responsibilities and obligations under the GEM Listing Rules and
relevant regulatory requirements.

The Company also updates the Directors on the latest developments and changes of the GEM Listing Rules and
the applicable legal and regulatory requirements in the discharge of their duties.

During the Year, all the Directors actively participated in continuous professional development, by attending
external training or seminars, attending in-house training and/or reading materials on the various topics covering
regulations, corporate governance, finance and business, to develop and refresh their knowledge and skills, which
ensure that their contribution to the Board remains informed and relevant. The Directors have provided records of
training to the Company.

During the Year, the Company has complied with Rules 5.05(1) and (2) and 5.05A of the GEM Listing Rules
relating to the appointment of at least three independent non-executive directors representing more than one-third
of the Board and the non-executive directors possess professional qualification and experience in the three areas
of financial accounting, law and Chinese medicine industry, respectively. All independent non-executive Directors
also meet the guidelines for assessment of their independence pursuant to Rule 5.09 of the GEM Listing Rules.
Each of the independent non-executive Directors makes an annual confirmation of independence pursuant to the
requirements of the GEM Listing Rules. The Company is of that view that all the independent non-executive
Directors meet the independence guidelines set out in the relevant requirements of the GEM Listing Rules and are
independent in accordance with the terms of the guidelines.

Board/Board committee meeting documents with adequate and reliable information are circulated not less than
three days before the regular Board/Board committee meetings to enable the Directors/Board committee
members in making informed decisions on matters to be raised at the Board/Board committee meetings.

All Directors have full and timely access to all relevant information as well as the advice and services of the
Company Secretary and senior management of the Company, with a view to ensuring compliance with the Board
procedures and all applicable laws and regulations.

The Company Secretary acts as the bridge between the Directors and business units of the Group to ensure that
queries raised and clarification sought by the Directors are dealt with and that further supporting information is
provided, as appropriate.

Directors have been advised that the Company Secretary can arrange independent professional advice at the
expense of the Company should such advice be considered necessary by any Director or any Board committee.

Executive Directors are in charge of different businesses and functional divisions in accordance with their
respective areas of expertise.

For matters or transactions of a material nature, the same will be referred to the Board for approval. For matters
or transactions of a magnitude requiring disclosure under the GEM Listing Rules or other applicable rules or
regulations appropriate disclosure will be made and where necessary, circular will be prepared and shareholders’
approval will be obtained in accordance with the requirements of the applicable rules and regulations. Specially,
the Board has had in place Guidelines for Investments stating the authority approval limits and procedures.

The Board led by the Chairman, is responsible for the Group’s future development directions; overall strategies
and policies; evaluation of the performance of the Group and the management and approval of matters that are of
a material or substantial nature. Under the leadership of the chief executive officer, management is responsible for
the day-to-day operations of the Group.
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Corporate Governance Duties

The Board has delegated the responsibility of performing the corporate governance duties to the audit committee
(the “Audit Committee”). Such function is responsible for performing the corporate governance duties according
to the Code Provision D.3.1, which includes:

(1) developing and reviewing the policies and practices on corporate governance of the Group;

2 reviewing and monitoring the training and continuous professional development of Directors and senior
management;

©)) reviewing and monitoring the Group’s policies and practices on compliance with legal and regulatory
requirements;

4) developing, reviewing and monitoring the code of conduct and compliance manual (if any) applicable to
Directors and employees; and

5) reviewing the Company’s compliance with the Code and disclosure in the corporate governance report of
the Company.

Board Committees

The Board established an Audit Committee, a remuneration committee (the “Remuneration Committee”) and a
nomination committee (the “Nomination Committee”) on 28 March 2013 with written terms of reference which are
available for viewing on the websites of the Company and the Stock Exchange. Board committees report to the
Board of their decisions and recommendations at the Board meetings.

The Board established the Audit Committee with written terms of reference in compliance with Rules 5.28 to 5.33
of the GEM Listing Rules and the Code. The Audit Committee has three members (all of them are the independent
non-executive Directors) comprising Chan Ngai Chi (Chairman), Leung, Oi Sie Elsie and Zhao Zhong Zhen.

The primary duties of the Audit Committee are mainly to communicate with external auditor; to review the
remuneration, terms of engagement, independence and objectivity of the external auditor; to review the
accounting policy, financial position and financial reporting procedures of the Company; and to assess the
financial reporting system, internal control procedures and risk management function of the Company and making
recommendations thereof.

Minutes drafted by the Company Secretary are circulated to members of the Audit Committee within a reasonable
time after each meeting. Audit Committee meetings were held in March, April, August and October of 2015.

The following is a summary of the work of the Audit Committee during 2015:

1. Review the financial reports for 2014 annual results, 2015 first quarterly results, 2015 interim results and
2015 third quarterly results;

2. Review the findings and recommendations of the interal audit department on the work of various
departments and related companies;

3. Review the effectiveness of the internal control and risk management systems;

4. Review the external auditor’s audit findings;

5. Review the auditor’s remuneration;

6. Review the control mechanisms for the risks of different business units and advising on action plans for

improvement of the situations;
7. Perform the corporate governance functions and review the corporate governance policies and practices; and

8. Review the connected transactions with the Parent Group.
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On 4 March 2016, the Audit Committee met to review the Group’s 2015 consolidated financial statements,
including the accounting principles and practices adopted by the Group, in conjunction with the Company’s
external auditor. After review and discussions with the management, internal auditor and external auditor, the
Audit Committee endorsed the accounting treatment adopted by the Company, and the Audit Committee had to
the best of its ability assured itself that the disclosure of the financial information in the Annual Report 2015
complied with the applicable accounting standards and the GEM Listing Rules.

The Group’s annual report for the year ended 31 December 2015 has been reviewed by the Audit Committee.
The Audit Committee therefore resolved to recommend for the Board’s approval the consolidated financial
statements for the year ended 31 December 2015. The Audit Committee also recommended to the Board the
re-appointment of PricewaterhouseCoopers as the Company’s external auditor for 2015 and that the related
resolution shall be put forth for shareholders’ consideration and approval at the 2015 annual general meeting.

No member of the Audit Committee is a former partner of the existing auditing firm of the Company during the
one year after he/she ceased to be a partner of the auditing firm.

The Company established the Remuneration Committee with written terms of reference in compliance with Rules
5.34 to 5.35 of the GEM Listing Rules and the Code. The Remuneration Committee has three members
comprising Mr. Zhao Zhong Zhen (Chairman, the independent non-executive Director), Mr. Chan Ngai Chi (the
independent non-executive Director) and Ms. Ding Yong Ling (the executive Director).

The primary duties of the Remuneration Committee are mainly to make recommendations to the Board and
review the terms of the remuneration package of each Director and member of senior management and making
recommendations to the Board regarding any adjustment thereof in accordance with the Group’s corporate goals
and objectives; and to review and evaluate the performance of individual Directors. No Director shall participate in
any discussion about his or her own remuneration.

The Remuneration Committee did consult the Chairman and/or the executive Director about proposals relating to
the remuneration packages and other human resources issues of the Directors and senior management, including
but not limited to, succession plan and key personnel movements as well as policies for recruiting and retaining
qualified personnel. The human resources department provides administrative support and implements the
approved remuneration packages and other human resources related decisions approved by the Remuneration
Committee.

The remuneration of the Directors was determined with reference to their respective experiences, responsibilities
with the Group and general market conditions. During the Year, one meeting of the Remuneration Committee was
held to review the remuneration package of the Directors and senior management of the Company. All members
of the Remuneration Committee attended the meeting.

Details of the remuneration payable to the Directors are set out in note 8 to the consolidated financial statements.

The Company established the Nomination Committee with written terms of reference in compliance with the Code
Provisions A.5.1 and A.5.2 as set out in the Code. The Nomination Committee has three member comprising Ms.
Leung, Qi Sie Elsie (Chairman, the independent non-executive Director), Mr. Chan Ngai Chi (the independent
non-executive Director) and Ms. Ding Yong Ling (the executive Director). During the Year, the Nomination
Committee had reviewed the structure of the Board.

The primary duties of the Nomination Committee are mainly to review the structure, size and composition
(including the skills, knowledge, experience and diversity of perspectives) of the Board at least annually and to
make recommendations on any proposed changes to the Board to complement the Company’s corporate
strategy; to identify individuals suitably qualified to become the Board members and select or make
recommendations to the Board on the selection of individuals nominated for directorships of the Company and to
assess the independence of independent non-executive Directors. In reviewing and recommending the
appointment of new directors, the Nomination Committee would seek to identify the competencies required to
enable the Board to fulfill its responsibilities. The resume or document of the nominee or candidate will be given to
the Nomination Committee for consideration.

The Board adopted a board diversity policy setting out the approach to diversity of members of the Board and the
Nomination Committee shall review such policy periodically. The Company recognises and embraces the benefits
of diversity of Board members. It endeavors to ensure that the Board has a balance of skills, experience and
diversity of perspectives appropriate to the requirements of the Company’s business. All Board appointments will
continue to be made on a merit basis with due regard for the benefits of diversity of the Board members.
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Board Diversity

-
> 4
Selection and appointment of new directors will be based on a range
of diversity perspectives, including but not limited to gender, age, J. ‘
cultural and educational background, qualifications, skills, 7,
knowledge, business and related experience, commitment,
ability to contribute to the Board process and such
qualities and attributes that may be required by the
Board. The ultimate decision will be made upon
the merits and contribution that the selected
candidates will bring to the Board.

Accountability and Audit

Directors are provided with a review of the Group’s major business activities and key financial information on a
quarterly basis and the management provide all members of the Board with monthly updates of the Company’s
performance.

The Board has included the separate statement containing a discussion and analysis of the Group’s sustainable
development strategy in the section headed “Management Discussion and Analysis” of this annual report.

Company Secretary

The appointment and removal of the Company Secretary is subject to Board approval in accordance with the
Articles of Association. The Company Secretary reports to the Board through the Chairman whilst all members of
the Board have access to the advice of the Company Secretary. The Company has appointed an employee of the
Company to be the Company Secretary of the Company since 2005. The Company Secretary also:

o ensures the effective conduct of Board meetings and that Board procedures are fully followed;

o prepares written resolutions or minutes and keeps records of substantive matters discussed and decisions
resolved at all Board and board committee meetings; and

o advises on compliance with all applicable laws, rules and regulations in relation to the investments of the
Group and keeps the Board fully abreast of all legislative, regulatory and corporate governance
developments.

Communications with Shareholders

The Board aims to present a clear, balanced and understandable assessment of the Group’s performance and
position in all shareholder communications. The Board is aware of and updated with the requirements under the
applicable rules and regulations about timely disclosure of inside information or matters regarding the Company
and will authorise the publication of such announcements as and when the occasion arises. The Company
Secretary and investor relations department work closely and in consultation with legal advisers and compliance
adviser to review the materiality and sensitivity of transactions and proposed transactions and advise the Board
accordingly.
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The Board adopted a Shareholder’s Communication Policy on 8 March 2013 which provides that the Board
should endeavour to maintain an ongoing dialogue with the shareholders and in particular, use annual general
meetings or other general meetings to communicate with the shareholders and encourage their participation.
Such policy is being reviewed from time to time to ensure its effectiveness. The Company establishes different
communication channels with shareholders and investors, including:

0} printed copies of corporate communications (including but not limited to financial reports, notices of
meetings, circulars and proxy forms) required under the GEM Listing Rules;

(ii) the annual general meeting and other shareholders meetings provides a forum for shareholders to raise
comments and exchange views with the Board;

(i) updated and key information on the Group is available on the website of the Company;

(iv)  the Company’s website offers a communication channel between the Company and its shareholders and
stakeholders;

(v) briefing meetings with analysts are arranged from time to time to update on the performance of the Group;
(v the Company’s Registrar deals with shareholders for share registration and related matters; and

(vi)  the investor relations department of the Company handles enquires from shareholders and investors
generally.

In 2015, all members of the Board, the Company’s external auditor, legal advisor and compliance officer attended
the annual general meeting, and were available to answer questions. The Company’s notice to shareholders for
the 2015 annual general meeting of the Company was sent at least 20 clear business days before the meeting.

At the 2015 annual general meeting, the Chairman of the meeting (i) explained the detailed procedures for
conducting a poll, and answered questions from shareholders; (i) exercised his power under the Company’s
Articles of Association to put each resolution set out in the notice to be voted by way of a poll.

Representatives of the Share Registrar of the Company were appointed as scrutineers to monitor and count the
poll votes cast at the 2015 annual general meeting and other general meetings. Poll results were then posted on
the websites of the Company and the Stock Exchange.

Directors’ Responsibility for the Consolidated Financial Statements

The Board, supported by the finance department, is responsible for the preparation of the financial statements of
the Company and the Group. The Board has prepared the financial statements in accordance with the Hong
Kong Financial Reporting Standards issued by the Hong Kong Institute of Certified Public Accountants.
Appropriate accounting policies have also been used and applied consistently. The Directors were not aware of
any material uncertainties relating to events or conditions which may cast significant doubt upon the Group’s
ability to continue as a going concern.

The statement by the auditors of the Company and the Group is set out in the Independent Auditor’s Report on
pages 102 to 103 of this annual report.

Directors’ Interests in Shares

Details of Directors’ interests in the shares of the Company are set out in the section headed “Directors’ Report”
on pages 66 to 67 of this annual report.
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Auditor’s Remuneration

The remuneration paid/payable to the Company’s external auditor, PricewaterhouseCoopers for the year ended
31 December 2015 is set out as follows:

Serviced rendered

PSR AR TS

Audit services % RS
Non-audit services 3F% Z iR 7§
Total #85t+

Fee paid to other auditors were approximately HK$848,000.

Non-audit services include consultancy services on internal control procedures and ERP system.

Internal Control and Risk Management

The Board is responsible for formulating proper internal control and risk management system for the Group, and
reviewing its effectiveness regularly through the Audit Committee. The internal audit department of the Group
reports and presents directly to the Audit Committee on a regular basis, responsible for constantly supervising the
work flow and risk assessment of each department of the Group, to assist the Board and senior management
complying with the applicable supervising requirements and guidelines in risk control and supervision, so as to
improve the efficiency of internal control system. Through continuous internal audit and reporting from time to
time, the internal audit department will ensure the effective operation of the internal control system.

During the Year, the Audit Committee held four meetings with the internal audit department. The Audit Committee
reviewed and discussed the works done and planning reports submitted by the internal audit department and
reported the results of review and discussion to the Board. During the year, the Audit Committee and the Board
considered that the internal control system of the Group worked effectively. For risk management, the Board will
regularly review the Group’s finance, operation and compliance, and risk management corresponding to the
changes in its business and to cope with by discussing and formulating strategies or measures, taking into
account the adequacy of resources, staff qualifications and experience, training programmes and budget of the
Group’s accounting and financial reporting function.

In light of the updated requirements of Appendix 15 Corporate Governance Code and Corporate Governance
Report of the Hong Kong Exchange’s Growth Enterprise Market Board Listing Rules, the Group is in the process
of improving its risk management framework. During the Year, management of the Company conducted a risk
assessment to: (1) identify, filter and prioritize the key risks faced by the Group; (2) develop a risk register to
document the Group’s key risks and their respective risk ratings; and (3) identify the mitigating measures for the
identified key risks, and the person in charge to monitor and follow up the implementation progress of the
mitigating measures. The top 10 identified risks are categorized as business and strategic risk, operational risk,
regulatory compliance risk and financial & reporting risk. The result of the risk assessment was reported to the
Audit Committee at the audit committee meeting held on 4 March 2016 and was approved by the Board at the
board meeting held on 11 March 2016.
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Shareholders’ Rights

The general meetings of the Company provide an opportunity for communication between the shareholders and
the Board. An annual general meeting of the Company shall be held in each year and at the place as may be
determined by the Board. Any general meeting other than an annual general meeting shall be referred to as an
extraordinary general meeting.

Subject to applicable laws and regulations, including the GEM Listing Rules and the Articles of Association, an
extraordinary general meeting can be convened to consider proposals in accordance with the following provisions:

The Board may, whenever it thinks fit, convene an extraordinary general meeting, and extraordinary general
meetings shall also be convened on such requisition, or in default may be convened by such requisitionist(s),
holding at least 5% of the total voting rights of all the members having a right to vote at general meetings. If at any
time there are not sufficient Directors capable of acting to form a quorum, any Director or any 2 shareholders who
are entitled to attend and vote at a general meeting may convene an extraordinary general meeting in the same
manner as nearly as possible as that in which a meeting may be convened by the Directors.

The requirements and procedures as set out in sections 566 to 569 of the Companies Ordinance are summarised
as follows:

o The requisition must state the general nature of the business to be dealt with at the meeting, and may
include the text of a resolution that may properly be moved and is intended to be moved at the meeting,
and must be signed by the requisitionists and deposited at the registered office of the Company, and may
consist of several documents in like form, each signed by one or more requisitionists.

o If the Directors do not within 21 days from the date of the deposit of the requisition proceed duly to
convene a meeting for a day not more than 28 days after the date on which the notice convening the
meeting is given, the requisitionists, or any of them representing more than one-half of the total voting rights
of all of them, may themselves convene a meeting, but any meeting so convened shall not be held after the
expiration of 3 months from the said date.

o Any reasonable expenses incurred by the requisitionists by reason of the failure of the Directors duly to
convene a meeting shall be repaid to the requisitionists by the Company.

In addition, shareholders are requested to follow section 615 of the Companies Ordinance for including a
resolution at an annual general meeting. The requirements and procedures are set out below:

(i) Any number of shareholders representing not less than 25% of the total voting rights of all shareholders
having at the date of the requisition a right to vote at the an annual general meeting to which the requisition
relates, or not less than 50 shareholders who have a right to vote on the resolution at the annual general
meeting to which the requests relate, may submit a requisition in writing to put forward a resolution which
may properly be moved and is intended to be moved at an annual general meeting.

(ii) The Company shall not be bound by the Companies Ordinance to give notice of the proposed resolution to
shareholders of the Company entitled to receive notice of an annual general meeting unless a request (a) is
sent to the company in hard copy form or in electronic form; (b) the resolution of which notice is to be given
is identified; (c) is authenticated by the person or persons making it; and (d) is received by the Company not
later than (i) 6 weeks before the annual general meeting to which the requests relate; or (ii) if later, the time
at which notice is given of that meeting.

Articles of Association

In 2015, amendments to Articles of Association of the Company were made mainly to the compliance with the
Companies Ordinance (Chapter 622). On 7 May 2015, New Articles of Association of the Company was adopted
by special resolution passed on the 2015 Annual General Meeting. Please refer to the circular of the Company
dated 31 March 2015 and the announcement of the Company dated 7 May 2015 for details.
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Independent Auditor’s Report
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To the Members of Beijing Tong Ren Tang Chinese Medicine Company Limited
(incorporated in Hong Kong with limited liability)

We have audited the consolidated financial statements of Beijing Tong Ren Tang Chinese Medicine Company Limited (the
“Company”) and its subsidiaries set out on pages 104 to 185, which comprise the consolidated balance sheet as at 31
December 2015, and the consolidated income statement, the consolidated statement of comprehensive income, the
consolidated statement of changes in equity and the consolidated statement of cash flows for the year then ended, and a
summary of significant accounting policies and other explanatory information.

Directors’ Responsibility for the Consolidated Financial Statements

The directors of the Company are responsible for the preparation of consolidated financial statements that give a true and fair
view in accordance with Hong Kong Financial Reporting Standards issued by the Hong Kong Institute of Certified Public
Accountants, and the Hong Kong Companies Ordinance, and for such internal control as the directors determine is necessary
to enable the preparation of consolidated financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit and to report our
opinion solely to you, as a body, in accordance with section 405 of the Hong Kong Companies Ordinance and for no other
purpose. We do not assume responsibility towards or accept liability to any other person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards on Auditing issued by the Hong Kong Institute of Certified
Public Accountants. Those standards require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the consolidated financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation of consolidated financial statements that give a true
and fair view in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of accounting estimates made by the directors, as well as evaluating the
overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion

In our opinion, the consolidated financial statements give a true and fair view of the financial position of the Company and its
subsidiaries as at 31 December 2015, and of their financial performance and cash flows for the year then ended in accordance

with Hong Kong Financial Reporting Standards and have been properly prepared in compliance with the Hong Kong
Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 11 March 2016

PricewaterhouseCoopers, 22/F, Prince’s Building, Central, Hong Kong
T: +852 2289 8888, F: +852 2810 9888
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Consolidated Income Statement Consolidated Income Statement

EPI AR N e s

For the year ended 31 December 2015 #&E ~F—AfF+ " H="1—HILFE For the year ended 31 December 2015 #& 3 —FAE = —H IR
2015 —ZE—HF 2014 —Z—4F
Note Pt HK$'000 F#& 7T HK$'000 FiE 7T
Revenue HA 5 970,477 761,051
Cost of sales §5& k2 6 (289,600) (218,020)
Gross profit £ 680,877 543,031
Distribution and selling expenses 7 $5 & $& & 5 5% 6 (141,930) (122,639)
General and administrative expenses —#& & 17 5 52 6 (90,080) (78,369)
Other gains E M F|15 3,608 1,496
Operating profit £ F& 452,475 343,519
Finance income 81 764 & 9 8,749 11,451
Finance costs 81 7537 9 (215) -
Finance income, net /5 &1 7% iz 8,534 11,451
Share of (loss)/profit of investments accounted for using the equity method FE{L IR A AR 2 1% & (E518)/ FE 10 (4,395) 249
Profit before income tax & Fir 1§ %1 A1 718 456,614 355,219
Income tax expense FT 15 i b 2 11 (82,036) (60,521)
Profit for the year £ E K8 374,578 294,698
Profit attributable to: LA A £ FE{5 R :
Owners of the Company A A FI#HB A 354,249 287,124
Non-controlling interests FE{Z2 A #EZS 20,329 7,574
374,578 294,698
Earnings per share attributable to owners of the Company for the year (expressed in HK$ per share) R A 7#E AL EREF
(AEFRRABTTEIR)
Basic and diluted earnings per share SR EAR K #5582 F) 12 0.42 0.35
The notes on pages 116 to 185 are an integral part of these consolidated financial statements. £ 116 2 185 A MM A Z A I IR RE AR D o
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Consolidated Statement Of Comprehenswe Income Consolidated Statement Of Comprehensive Income

e T A N IN et

For the year ended 31 December 2015 #&E ~F—AfF+ " H="1—HILFE For the year ended 31 December 2015 #& 3 —FAE = —H IR
2015 —ZE—HF 2014 —ZE—4F
( HKS000 FBT | HK$'000 T
Profit for the year 4 F;& 374,578 294,698
Other comprehensive income: H 4R & i :
Item that may be subsequently reclassified to profit or loss £ & A] s E #f 77 #H 2 1B a5 f 78 H
Currency translation differences &% ¥ #1 = %8 (16,119) (11,446)
Other comprehensive loss for the year & E EAb4r & 5518 (16,119) (11,446)
Total comprehensive income for the year & E 4R & I 54858 358,459 283,252
Attributable to: LA A &G :
Owners of the Company A A A A A 342,155 278,434
Non-controlling interests FE#Z Az 16,304 4,818
Total comprehensive income for the year FE 4R & WA 58 358,459 283,252
The notes on pages 116 to 185 are an integral part of these consolidated financial statements. F116E 185 EMMiF AZEA HUEHRERMNAEK D ©
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Consolidated Balance Sheet Consolidated Balance Sheet

HifEEAESR O

As at 31 December 2015 R =ZF—HE+_H=+—H As at 31 December 2015 A 2 —H4E+H=+—H
2015 = F—HF 2014 —Z—F
Note Pzt HK$'000 F#& 7T HK$'000 FiE7T
Assets BE
Non-current assets IR ENEE
Leasehold land FH & + 3 14 17,094 17,637
Property, plant and equipment #13 - /= & & & 15 262,430 260,363
Intangible assets & &= 16 61,336 -
Investments accounted for using the equity method 12z A AR Z & 10 23,081 25,858
Deposits paid for purchase of property, plant and equipment & B %1% - FiE LREHND RS 334 2,175
Deferred income tax assets EFEFT{F & E 17 8,520 6,857
372,795 312,890
Current assets REN & E
Inventories 7 & 18 160,259 121,025
Trade receivables and other current assets & 5 fE W 28 & Z A8 & &= 19 213,665 164,714
Short-term bank deposits 2 £ER 1717 20 20 520,406 470,529
Cash and cash equivalents 32 & &R & F (&Y 20 759,860 563,383
1,654,190 1,319,651
Total assets &= 2,026,985 1,632,541
Equity and liabilities 7% & & &
Equity attributable to owners of the Company 72 B G A (L
Share capital A% 7% 21 938,789 867,363
Reserves f#ffs 22
— Other reserves E i #5 (22,807) (12,004)
— Retained earnings & 7 B2 F1) 8 899,726 630,390
1,815,708 1,485,749
Non-controlling interests FE{Z IR %S 93,207 51,112
Total equity %458 1,908,915 1,536,861
Liabilities & f&
Non-current liabilities JF37 2 & f&
Borrowing f& & 23 561 -
Deferred income tax liabilities #&4EFT {37 & & 17 4,791 4,675
5,352 4,675
Current liabilities 7 E1 & &
Trade and other payables 2 5 K £l & (< 5k 1A 24 76,984 70,873
Current income tax liabilities & HAFT 155 & f& 35,734 20,132
112,718 91,005
Total liabilities 2 & & 118,070 95,680
Total equity and liabilities #3% % & &4 28 2,026,985 1,632,541
The notes on pages 116 to 185 are an integral part of these consolidated financial statements. F116 2185 HMMI i Az EMIERER AR IS ©
The financial statements on pages 104 to 185 were approved by the Board of Directors on 11 March 2016 and were signed on FI4Z 15 ENMBBRRN-E—ANE=A+—BEEETeH £ WHUTRREZ -
its behalf.
Ding Yong Ling Lin Man T KK "e
Director Director o -
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Consolidated Statement Of Changes In Equity

YRS

For the year ended 31 December 2015 #E ~F—HE+ A =+—HIEHE

Consolidated Statement Of Changes In Equity

Y TEL

For the year ended 31 December 2015 #& 3 —FAE = —H IR

Attributable to owners of the Company 282 Rl H A &L

Non-

Share Share Merger Other Statutory Exchange Retained controlling Total
capital premium reserve reserves reserve reserve earnings interests equity
A R 13 aftE HitufE e EERE E R fRE Wias TR R BRAHE
HK$'000 T8 7T HK$'000 F87C HK$000 T HK$000FET HK$000FETL HK$000FHT HK000 T HK$000FETL HK$000FHT HK$000FHT
At 1 January 2014 R=Z—MF—H—H 415,000 452,363 (13,124) 742 1,634 6,141 410,959 1,273,715 36,004 1,309,719
Comprehensive income %24 Wiz
Profit for the year & 7|3 f - - - - - - 287,124 287,124 7,574 294,6@
Other comprehensive loss E 4R & &8
Currency translation differences E# R £4
— Group A%E - - - - - (8,143) - (8,143) (2,756) (10,899)
— Joint ventures and an associate & &b % M & A A \_ = - - - - (647) - (647) - (647)/
Total comprehensive income %R & Wi 42 28 - - - - - (8,690) 287,124 278,434 4,818 283,252
Transactions with owners in their capacity as owners EiE i E HEAEFTB EH FHETHR S " \
Transfer of retained earnings to statutory reserve B R B RS A TE il - - - - 1,293 - (1,293) - - -
Dividends relating to 2013 =B —=41B@E & - = = = = - (66,400) (66,400) (2,891) (69,291)
Transition to no-par value regime on 3 March 2014 R =F—NE= A= ABEE ERERD HIE 21 452,363 (452,363) - - - - - - - -
Capital injections into subsidiaries [AIfff B2 &/ & k - - - - - - - - 13,181 18,1€y
Total transactions with owners in their capacity as owners
HERFMAEUEMEENGMETHR S WAE 452,363 (452,363) - - 1,293 - (67,693) (66,400) 10,290 (56,110)
At 31 December 2014 R=Z—MF+=-A=+—H 867,363 - (13,124) 742 2,927 (2,549) 630,390 1,485,749 51,112 1,536,861

The notes on pages 116 to 185 are an integral part of these consolidated financial statements.
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Consolidated Statement Of Changes In Equity Consolidated Statement Of Changes In Equity

R IR IES G FRERS SR £

For the year ended 31 December 2015 #& 3 —FAE = —HIE4EE For the year ended 31 December 2015 #& 3 —FAE = —H IR

Attributable to owners of the Company s 2 Bl # & A FE{E

Non—
Share Share Merger Other Statutory Exchange Retained controlling
capital premium reserve reserves reserve reserve earnings interests
IRAS REIEE AptEE HitbfRE SEERE ERfRE B8z FFRiERR R
HK$°000 HK$’000 HK$’000 HK$’000 HK$°000 HK$’000 HK$°000 HK$’000 HK$°000 HK$000
FHET FET FHET FHET FET FHET FET FHET FHET FHET
At 1 January 2015 R=Z—HF—HA—H 867,363 = (13,124) 742 2,927 (2,549) 630,390 1,485,749 51,112 1,536,861
Comprehensive income #r& Uz
Profit for the year 4 & 78 = - - - - - 354,249 354,249 20,329 374,578
Other comprehensive loss 24z & &g
Currency translation differences & i # =58
— Group A% H = = = - . (9,985) . (9,985) (4,025) (14,010)
— Joint ventures and associates & & 7> 2 K B &4 A & - - - - - (2,109) - (2,109) - (2,109
Total comprehensive income 47 & U= 2858 = = = = = (12,094) 354,249 342,155 16,304 358,459
Transactions with owners in their capacity as owners g FiE&E AEEEN FHETHR S 4 \
Transfer of retained earnings to statutory reserve #E#R B W 25 = X F HE1H - = = = 1,203 = (1,203) = = =
Dividends relating to 2014 = Z—Pu4F sERARR =, - - - - - = (83,710) (83,710) (6,087) (89,797)
Issue of ordinary shares relating to business combination 134 §f 217 8 I R A 27 71,426 - - - - - - 71,426 = 71,426
Non-controlling interest arising from acquisition of a subsidiary 27
HEW BB B 1 RIFTEE £ RO FEHE IR M 25 - - - - - - - - 21,144 21,144
Capital injections into subsidiaries [AIFffE A 7l)EE - = = = = = = = 10,844 10,844
Capital deduction of a subsidiary fiB A &1& £ 4 - - - - - - - - (1,031) (1,031)
Changes in ownership interests in a subsidiary without change of control 28
WIS OB A TSR \_ - - - 88 - = = 88 921 1,009/
Total transactions with owners in their capacity as owners
HERIEEUEMEENIMHETHR S NEE 71,426 - - 88 1,203 - (84,913) (12,196) 25,791 13,595
At 31 December 2015 R=Z—HF+=-H=+—H 938,789 - (13,124) 830 4,130 (14,643) 899,726 1,815,708 93,207 1,908,915
The notes on pages 116 to 185 are an integral part of these consolidated financial statements. E116 =185 EMPIE RZ LA HUBRRMAK IS -
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Consolidated Statement of Cash Flows .

AN P Consolidated Statemerjt of Cas\h FlIE(')WS
BN G NS

For the year ended 31 December 2015 #& 3 —FAE = —H IR

For the year ended 31 December 2015 #E ~F—HE+ A =+—HIEHE

2015 —F—HF 2014 —Z—F
Note fff =t HK$'000 F &7t HK$'000 Fi#&7T
Cash flows from operating activities & & E B I E4 IR SHRE
Cash generated from operations £% % PfTZE 4 #9358 & 25(a) 427,365 312,051
Interest paid B F.8 (215) -
Income tax paid B fFFT1S (73,574) (67,317)
Net cash generated from operating activities € & /& EFTE A )38 & F 78 353,576 244,734
Cash flows from investing activities IR EEBFIELENBERE
Interest received 2 U H B 8,749 11,451
Dividends received from a joint venture & & & 5% 8 203 276
Increase in short-term bank deposits with original maturities exceeding three months JR AR 72 =1 A LA_E 2 52 BRSR 1747 23 hn (49,877) (1,196)
Investment in a joint venture A& & B EKIEE = (12,000)
Investment in an associate 75 & A 7] A% & 10(d) (3,930) =
Purchase of property, plant and equipment BB %2 - &5 & & & (26,189) (69,113)
Acquisition of a subsidiary, net of cash acquired YK & A 7] 25(c) 3,197 -
Deposit paid for purchase of property, plant and equipment f& B #)% - /= k& EHD ks (784) (2,301)
Net cash used in investing activities 1% & /& E)FT FA3E & 558 (68,631) (72,883)
Cash flows from financing activities B & GBI FTIEE MR SHE
Capital injection by non-controlling interests JE{Z %1 25)E & 8,308 13,181
Drawdown of borrowing & &1l 8,132 =
Repayment of borrowing & & & (7,557) -
Proceeds from disposal of interest in a subsidiary without loss of control &~k {22 142 T ! & Ff /8 A Rl a5 2 FT{S 5018 25(d) 1,009 =
Cash paid to non-controlling interests due to reduction in share capital of a subsidiary /&2 & & 2 2> (1,031) =
Dividends paid to the Company’s shareholders B 15 A 2 AR ER ) 1% 8 13 (83,710) (66,400)
Dividends paid to non-controlling interests B 1 JE12E & 4 2 A %S, (6,087) (2,891)
Net cash generated used in financing activities i & /& ) BT 3R & 58 (80,936) (56,110)
Net increase in cash and cash equivalents 38 & & IR & S E YL hFEE 204,009 115,741
Cash and cash equivalents at beginning of year #1235 & &3 & E(EY) 563,383 454,264
Exchange losses on cash and cash equivalents & 38 & S {EY)0E 5 8% (7,532) (6,622)
Cash and cash equivalents at end of year FR 2R & RIS ZEY 759,860 563,383
The notes on pages 116 to 185 are an integral part of these consolidated financial statements. 51162 185 AR A% 5 & M B RERMAK IS °
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Notes To The Consolidated Financial Statements

GO A5 I Ak

L

General information

Beijing Tong Ren Tang Chinese Medicine Company Limited (the “Company”) and its subsidiaries (together the “Group”)
are engaged in manufacturing, retail and wholesale of Chinese medicine products and healthcare products and
provision of Chinese medical consultation and treatments. The immediate holding company of the Company is Tong
Ren Tang Technologies Co., Ltd. (“Tong Ren Tang Technologies”) which is a joint stock limited company established in
the People’s Republic of China (the “PRC”) and is listed on the Main Board of The Stock Exchange of Hong Kong
Limited. The intermediate holding company of the Company is Beijing Tong Ren Tang Co., Ltd. (“Tong Ren Tang Ltd.”)
which is a joint stock limited company incorporated in the PRC and is listed on the Shanghai Stock Exchange. The
ultimate holding company of the Company is China Beijing Tong Ren Tang (Holdings) Corporation (“Tong Ren Tang
Holdings”) which is a company incorporated in the PRC.

The Company is a limited liability company incorporated in Hong Kong. The address of its registered office is Room
1405-1409, Office Tower, Convention Plaza, 1 Harbour Road, Wanchai, Hong Kong.

The Company is listed on the Growth Enterprise Market (“GEM”) of The Stock Exchange of Hong Kong Limited.

These consolidated financial statements are presented in Hong Kong dollars (HK$), unless otherwise stated. These
consolidated financial statements have been approved for issue by the Board of Directors on 11 March 2016.

Summary of significant accounting policies

The principal accounting policies applied in the preparation of these consolidated financial statements are set out
below. These policies have been consistently applied to all the years presented, unless otherwise stated.

(a) Basis of preparation
The consolidated financial statements have been prepared in accordance with all applicable Hong Kong Financial
Reporting Standards (“HKFRS”) issued by the Hong Kong Institute of Certified Public Accountants. The
consolidated financial statements have been prepared under the historical cost convention.

The preparation of the financial statements in conformity with HKFRS requires the use of certain critical
accounting estimates. It also requires management to exercise its judgement in the process of applying the
Group’s accounting policies. The areas involving a higher degree of judgement or complexity, or areas where
assumptions and estimates are significant to the consolidated financial statements are disclosed in Note 4.

(i) Adoption of amendments to standards and new Hong Kong Companies Ordinance
(@) Amendments to standards adopted by the Group
The Group has adopted the following amendments to standards which are relevant to the Group’s
operations and are mandatory for the financial year beginning on or after 1 January 2015:

Annual Improvements Project Annual Improvements 2010-2012 Cycle

Annual Improvements Project Annual Improvements 2011-2013 Cycle

The adoption of above amendments to standards does not have any significant financial effect on
these consolidated financial statements.

(b) New Hong Kong Companies Ordinance (Cap. 622)
In addition, the requirements of Part 9 “Accounts and Audit” of the new Hong Kong Companies
Ordinance (Cap. 622) became effective during the financial year, as a result, there are changes to
presentation and disclosures of certain information in the consolidated financial statements.
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Notes To The Consolidated Financial Statements

B F BRI

Notes To The Consolidated Financial Statements

G BRI

2 Summary of significant accounting policies (Continued) 2 TREEETHOREEEE ()

(a) Basis of preparation (Continued) (a) HmREE#H)
(i)  New standards and amendments to standards which are not yet effective (i)  EREMBIFTETER R ER Z 55T

The following are new standards and amendments to existing standards that have been published and are
mandatory for the Group’s accounting periods beginning on or after 1 January 2016 or later periods, but
have not been early adopted by the Group.

THEBEMERRREEL 2 EFTRARER TR F—A—HKZ
BFMRE ST R BRR AR R HETT - EARELEIE TR

HKAS 1 (Amendment) Disclosure initiative(® EBGTEASE 15 (BFTA) Hesitay I
HKAS 16 and HKAS 38 (Amendment) Clarification of Acceptable Methods of Depreciation and ARG EAFE 165K EMBENAES T ENEED
Amortisation BB 385 (IBFTA)
HKAS 16 and HKAS 41 (Amendment) Agriculture: Bearer Plants® ARG EAFE 165K EREEMO
BEASETEAIE 415 (BFTA)
HKAS 27 (Amendment) Equity Method in Separate Financial Statements® BB GFERE 27 5 (IB5TA) B TEIRER 2 A
HKFRS 10 and HKAS 28 (Amendment)  Sale or Contribution of Assets between an Investor and its BBMBRELEFE 105 R REEREBENGEREZE
Associate or Joint Venture! BEIERE 2858 (BT AN) WEEHEXFRO
HKFRS 10, HKFRS 12 and HKAS 28 Investment Entities: Applying the Consolidation Exception” BRI HERELERIFE 105 REEEE - BEA OIS
(Amendment) %5/%57}7?1#&%455\' F1258 K%
BETERIZE 285k (1871 4)
HKFRS 9 Financial Instruments® %595 ﬁﬂﬁiﬁ%ﬁ—ﬁu% 95k ERIAe
HKFRS 11 (Amendment) Accounting for Acquisitions of Interests in Joint Operations” BHBREERFE 1 RUSETAR) WEERCEEZHNETED
HKFRS 14 Regulatory Deferral Accounts” éf?’éﬂﬂ%iﬁi BIZE14 58 BREERLERSO
HKFRS 15 Revenue from Contracts with Customers® BB HRELERIFE 1555 BEFE &K=
HKFRS 16 Leases® BB BHRELRE 165 HEe
Annual Improvements Project Annual Improvements 2012-2014 Cycle™ FEUGEIER T C—FE_T-FAH
ZEEUEN
@ Effective for the accounting period beginning on 1 January 2016 [ R-T—XE— A —AHBNeH R A
@ Effective for the accounting period beginning on 1 January 2018 @ NoE— \FE— A — B e R A%
© Effective for the accounting period beginning on 1 January 2019 [©) RoB—E— A — B ERE et R £

The Group will apply the above new standards and amendments to standards when they become
effective. The Group is in the process of making an assessment of the impact of the above new standards
and amendments to standards and does not expect that the adoption of these revised standards and

?é?t%ﬁ%ﬁﬂi’@,ﬁﬂ&E‘EE\‘JZﬂ%ET’?J&E% P REE SRR FER R R
o A B IEER A _ EMRTER FERIZ BRI E - TRHRA L
%%1 FI RN ER Z EFTH A S BN EE KM BARRA TS EEFAER

amendments to standards will result in any material impact on the Group’s results and financial position. 45 o
(b) Subsidiaries b) KBAF
(i) Consolidation (i) aof

A subsidiary is an entity (including a structured entity) over which the Group has control. The Group
controls an entity when the Group is exposed to, or has rights to, variable returns from its involvement with
the entity and has the ability to affect those returns through its power over the entity. Subsidiaries are
consolidated from the date on which control is transferred to the Group. They are deconsolidated from the
date that control ceases.

Business combinations

Except for business combination under common control, the Group applies the acquisition method to
account for business combinations. The consideration transferred for the acquisition of a subsidiary is the
fair values of the assets transferred, the liabilities incurred to the former owners of the acquiree and the
equity interests issued by the Group. The consideration transferred includes the fair value of any asset or
liability resulting from a contingent consideration arrangement. Identifiable assets acquired and liabilities
and contingent liabilities assumed in a business combination are measured initially at their fair values at the
acquisition date.

The Group recognises any non-controlling interest in the acquiree on an acquisition-by-acquisition basis.
Non-controlling interests in the acquiree that are present ownership interests and entitle their holders to a
proportionate share of the entity’s net assets in the event of liquidation are measured at either fair value or
the present ownership interests’ proportionate share in the recognised amounts of the acquiree’s
identifiable net assets. All other components of non-controlling interests are measured at their acquisition
date fair value, unless another measurement basis is required by HKFRS.
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Notes To The Consolidated Financial Statements

G BRI

2 Summary of significant accounting policies (Continued)

(b) Subsidiaries (Continued)
(i) Consolidation (Continued)
Business combinations (Continued)
Acquisition-related costs are expensed as incurred.

If the business combination is achieved in stages, the acquisition date carrying value of the acquirer’s
previously held equity interest in the acquiree is re-measured to fair value at the acquisition date; any gains
or losses arising from such re-measurement are recognised in profit or loss.

The excess of the consideration transferred, the amount of any non-controlling interest in the acquiree and
the acquisition-date fair value of any previous equity interest in the acquiree over the fair value of the
identifiable net assets acquired is recorded as goodwill. If the total of consideration transferred, non-
controlling interest recognised and previously held interest measured is less than the fair value of the net
assets of the subsidiary acquired in the case of a bargain purchase, the difference is recognised directly in
the consolidated income statement.

Intra-group transactions, balances and unrealised gains on transactions between group companies are
eliminated. Unrealised losses are also eliminated. When necessary, amounts reported by subsidiaries have
been adjusted to conform with the Group’s accounting policies.

Changes in ownership interests in subsidiaries without change of control

Transactions with non-controlling interests that do not result in a loss of control are accounted for as
equity transactions — that is, as transactions with the owners of the subsidiary in their capacity as owners.
The difference between fair value of any consideration paid and the relevant share acquired of the carrying
amount of net assets of the subsidiary is recorded in equity. Gains or losses on disposals to non-
controlling interests are also recorded in equity.

Disposal of subsidiaries

When the Group ceases to have control, any retained interest in the entity is re-measured to its fair value
at the date when control is lost, with the change in carrying amount recognised in the profit or loss. The
fair value is the initial carrying amount for the purposes of subsequently accounting for the retained interest
as an associate, joint ventures or financial asset. In addition, any amounts previously recognised in other
comprehensive income in respect of that entity are accounted for as if the Group had directly disposed of
the related assets or liabilities. This may mean that amounts previously recognised in other comprehensive
income are reclassified to profit or loss.

(i) Separate financial statements
Investments in subsidiaries are accounted for at cost less impairment. Cost includes directly attributable
costs of investment. The results of subsidiaries are accounted for by the Company on the basis of dividend
received and receivable.

Impairment testing of the investments in subsidiaries is required upon receiving dividends from these
investments if the dividend exceeds the total comprehensive income of the subsidiary in the period the
dividend is declared or if the carrying amount of the investment in the separate financial statements
exceeds the carrying amount in the consolidated financial statements of the investee’s net assets including
goodwiill.

(c) Associates
An associate is an entity over which the Group has significant influence but not control, generally accompanying a
shareholding of between 20% and 50% of the voting rights. Investments in associates are accounted for using
the equity method of accounting. Under the equity method, the investment is initially recognised at cost, and the
carrying amount is increased or decreased to recognise the investor’s share of the profit or loss of the investee
after the date of acquisition. The Group’s investments in associates include goodwill identified on acquisition.
Upon the acquisition of the ownership interest in an associate, any difference between the cost of the associate
and the group’s share of the net fair value of the associate’s identifiable assets and liabilities is accounted for as
goodwill.

If the ownership interest in an associate is reduced but significant influence is retained, only a proportionate share
of the amounts previously recognised in other comprehensive income is reclassified to profit or loss where
appropriate.

The Group’s share of post-acquisition profit or loss is recognised in the income statement, and its share of
post-acquisition movements in other comprehensive income is recognised in other comprehensive income with a
corresponding adjustment to the carrying amount of the investment. When the Group’s share of losses in an
associate equals or exceeds its interest in the associate, including any other unsecured receivables, the Group
does not recognise further losses, unless it has incurred legal or constructive obligations or made payments on
behalf of the associate.
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Notes To The Consolidated Financial Statements

G BRI

2 Summary of significant accounting policies (Continued)

(c)

(d)

(e)

Associates (Continued)

The Group determines at each reporting date whether there is any objective evidence that the investment in the
associate is impaired. If this is the case, the Group calculates the amount of impairment as the difference between
the recoverable amount of the associate and its carrying value and recognises the amount adjacent to “share of
profit/loss of investments accounted for using equity method”, in the income statement.

Profits and losses resulting from upstream and downstream transactions between the Group and its associate
are recognised in the Group’s financial statements only to the extent of unrelated investor’s interests in the
associates. Unrealised losses are eliminated unless the transaction provides evidence of an impairment of the
asset transferred. Accounting policies of associates have been changed where necessary to ensure consistency
with the policies adopted by the Group.

Gain or losses on dilution of equity interest in associates are recognised in the income statement.

In the Company’s balance sheet, its investments in associates are stated at cost less provision for any impairment
losses. Income from associates is recognised by the Company on the basis of dividends received and receivable.

In the Company’s balance sheet, impairment testing of the investments in associates is required upon receiving
dividends from these investments if the dividend exceeds the total comprehensive income of the associates in the
period the dividend is declared or if the carrying amount of the investment in the separate financial statements
exceeds the carrying amount in the consolidated financial statements of the investee’s net assets including
goodwill.

Joint ventures

The Group has applied HKFRS 11 to all joint arrangements. Under HKFRS 11 investments in joint arrangements
are classified as either joint operations or joint ventures depending on the contractual rights and obligations of
each investor. The Group has assessed the nature of its joint arrangements and determined them to be joint
ventures. Joint ventures are accounted for using the equity method.

Under the equity method of accounting, interests in joint ventures are initially recognised at cost and adjusted
thereafter to recognise the Group’s share of the post-acquisition profits or losses and movements in other
comprehensive income. The Group’s investments in joint ventures include goodwill identified on acquisition. Upon
the acquisition of the ownership interest in a joint venture, any difference between the cost of the joint venture and
the group’s share of the net fair value of the joint venture’s identifiable assets and liabilities is accounted for as
goodwill. When the Group’s share of losses in joint ventures equals or exceeds its interests in the joint ventures
(which includes any long-term interests that, in substance, form part of the Group’s net investment in the joint
ventures), the Group does not recognise further losses, unless it has incurred obligations or made payments on
behalf of the joint ventures.

Unrealised gains on transactions between the Group and its joint ventures are eliminated to the extent of the
Group’s interests in the joint ventures. Unrealised losses are also eliminated unless the transaction provides
evidence of an impairment of the asset transferred.

In the Company’s balance sheet, its investments in joint ventures are stated at cost less provision for any
impairment losses. Income from joint ventures is recognised by the Company on the basis of dividends received
and receivable.

In the Company’s balance sheet, impairment testing of the investments in joint ventures is required upon receiving
dividends from these investments if the dividend exceeds the total comprehensive income of the joint ventures in
the period the dividend is declared or if the carrying amount of the investment in the separate financial statements
exceeds the carrying amount in the consolidated financial statements of the investee’s net assets including
goodwiill.

Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating
decision-maker. The chief operating decision-maker, who is responsible for allocating resources and assessing
performance of the operating segments, has been identified as the Company’s board of executive directors and
non-executive directors that makes strategic decisions.

Foreign currency translation

(i) Functional and presentation currency
ltems included in the financial statements of each of Group’s entities are measured using the currency of
the primary economic environment in which the entity operates (“the functional currency”). The
consolidated financial statements are presented in Hong Kong dollars (‘HK$”), which is the Company’s
functional and the Group’s presentation currency.

(ii) Transactions and balances
Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions or valuation where items are re-measured. Foreign exchange
gains and losses resulting from the settlement of such transactions and from the translation at year-end
exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised in the
income statement.
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Notes To The Consolidated Financial Statements

G BRI

2 Summary of significant accounting policies (Continued)

(f) Foreign currency translation (Continued)
(iijj  Group companies
The results and financial position of all the group entities (none of which has the currency of a hyper-
inflationary economy) that have a functional currency different from the presentation currency are translated
into the presentation currency as follows:

- assets and liabilities for each balance sheet presented are translated at the closing rate at the date
of that balance sheet;

- income and expenses for each income statement are translated at average exchange rates (unless
this average is not a reasonable approximation of the cumulative effect of the rates prevailing on the
transaction dates, in which case income and expenses are translated at the rate on the dates of the
transactions); and

- all resulting currency translation differences are recognised in other comprehensive income.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets and
liabilities of the foreign entity and translated at the closing rate. Currency translation differences arising are
recognised in other comprehensive income.

(iv)  Disposal of foreign operation
On the disposal of a foreign operation (that is, a disposal of the Group’s entire interest in a foreign
operation, or a disposal involving loss of control over a subsidiary that includes a foreign operation, a
disposal involving loss of joint control over a joint venture that includes a foreign operation, or a disposal
involving loss of significant influence over an associate that includes a foreign operation), all of the currency
translation differences accumulated in equity in respect of that operation attributable to the owners of the
Company are reclassified to profit or loss.

(9) Property, plant and equipment
Land and buildings comprise mainly a factory, offices and retail shops. Leasehold land classified as finance lease
and all other property, plant and equipment are stated at historical cost less depreciation. Historical cost includes
expenditure that is directly attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits associated with the item will flow to the Group and the cost
of the item can be measured reliably. The carrying amount of the replaced part is derecognised. All other repairs
and maintenance are charged to the income statement during the financial period in which they are incurred.

Freehold land is not depreciated. Leasehold land classified as finance lease commences amortisation from the
time when the land interest becomes available for its intended use. Amortisation on leasehold land classified as
finance lease and depreciation on other assets is calculated using the straight-line method to allocate their cost to
their residual values over their estimated useful lives, as follows:

— Leasehold land held under finance lease Over the lease term of 34 to 47 years
— Buildings 33 to 50 years

— Leasehold improvement Over the lease term

— Plant and machinery 310 12 years

— Motor vehicles 5to 8 years

— Furniture and equipment 2.5t0 12 years

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at the end of each reporting
period.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount
is greater than its estimated recoverable amount (Note 2(i)).

(h) Intangible assets
(i) Goodwill
Goodwill arises on the acquisition of subsidiaries represents the excess of the consideration transferred,
the amount of any non-controlling interest in the acquiree and the acquisition-date fair value of any
previous equity interest in the acquiree over the fair value of the identified net assets acquired.

For the purpose of impairment testing, goodwill acquired in a business combination is allocated to each of
the cash-generating units (“CGUs”), or groups of CGUSs, that is expected to benefit from the synergies of
the combination. Each unit or group of units to which the goodwiill is allocated represents the lowest level
within the entity at which the goodwill is monitored for internal management purposes. Goodwill is
monitored at the operating segment level.

Goodwill impairment reviews are undertaken annually or more frequently if events or changes in
circumstances indicate a potential impairment. The carrying value of the CGU containing the goodwill is
compared to the recoverable amount, which is the higher of value in use and the fair value less costs of
disposal. Any impairment is recognised immediately as an expense and is not subsequently reversed.
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Notes To The Consolidated Financial Statements

G BRI

2 Summary of significant accounting policies (Continued)

(h)

(i)

0]

(k)

U]

(m)

Intangible assets (Continued)

(ii) Customer relationships
Customer relationships acquired in a business combination are recognised at fair value at the acquisition
date. The customer relationships have a finite useful life and are carried at cost less accumulated
amortisation. Amortisation is calculated using the straight-line method over the expected life of the
customer relationship of ten years.

Impairment of non-financial assets

Assets that have an indefinite useful life or intangible assets not ready to use are not subject to amortisation and
are tested annually for impairment. Assets that are subject to amortisation are reviewed for impairment whenever
events or changes in circumstances indicate that the carrying amount may not be recoverable. An impairment
loss is recognised for the amount by which the asset’s carrying amount exceeds its recoverable amount. The
recoverable amount is the higher of an asset’s fair value less costs to sell and value in use. For the purposes of
assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable cash
flows (cash-generating units). Non-financial assets other than goodwill that suffered an impairment are reviewed
for possible reversal of the impairment at each reporting date.

Financial assets

(i) Classification
The Group classifies its financial assets as loans and receivables. The classification depends on the
purpose for which the financial assets were acquired. Management determines the classification of its
financial assets at initial recognition.

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. They are included in current assets, except for the amounts that are settled or
expected to be settled more than 12 months after the end of the reporting period. These are classified as
non-current assets. The Group’s loans and receivables comprise “trade receivables and other current
assets” and “cash and cash equivalents” in the balance sheet (Notes 2(m) and 2(n)).

(i) Recognition and measurement
Loans and receivables are subsequently carried at amortised cost using the effective interest method.

(iijj  Offsetting financial instruments
Financial assets and liabilities are offset and the net amount reported in the balance sheet when there is a
legally enforceable right to offset the recognised amounts and there is an intention to settle on a net basis
or realise the asset and settle the liability simultaneously. The legally enforceable right must not be
contingent on future events and must be enforceable in the normal course of business and in the event of
default, insolvency or bankruptcy of the company or the counterparty.

Impairment of financial assets

The Group assesses at the end of each reporting period whether there is objective evidence that a financial asset
or group of financial assets is impaired. A financial asset or a group of financial assets is impaired and impairment
losses are incurred only if there is objective evidence of impairment as a result of one or more events that
occurred after the initial recognition of the asset (a ‘loss event’) and that loss event (or events) has an impact on
the estimated future cash flows of the financial asset or group of financial assets that can be reliably estimated.

Evidence of impairment may include indications that the debtors or a group of debtors is experiencing significant
financial difficulty, default or delinquency in interest or principal payments, the probability that they will enter
bankruptcy or other financial reorganisation, and where observable data indicate that there is a measurable
decrease in the estimated future cash flows, such as changes in arrears or economic conditions that correlate
with defaults.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related
objectively to an event occurring after the impairment was recognised (such as an improvement in the debtor’s
credit rating), the reversal of the previously recognised impairment loss is recognised in the consolidated income
statement.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined using the weighted average
method. The cost of finished goods and work in progress comprises raw materials, direct labour, other direct
costs and related production overheads (based on normal operating capacity). It excludes borrowing costs. Net
realisable value is the estimated selling price in the ordinary course of business, less applicable variable selling
expenses.

Trade receivables and other current assets

Trade receivables are amounts due from customers for merchandise sold or services performed in the ordinary
course of business. Other current assets include prepayment, deposits and other receivables. If collection of trade
receivables and other current assets is expected in one year or less (or in the normal operating cycle of the
business if longer), they are classified as current assets. If not, they are presented as non-current assets.

Trade receivables and other current assets are recognised initially at fair value and subsequently measured at
amortised cost using the effective interest method, less allowance for impairment.
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G BRI

2

Summary of significant accounting policies (Continued)

(n)

(o)

(p)

(a)

U]

(s)

Cash and cash equivalents

In the consolidated statement of cash flows, cash and cash equivalents include cash in hand, deposits held at call
with banks, other short-term highly liquid investments with original maturities of three months or less, and bank
overdrafts (if any).

Share capital
Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new shares are shown in equity as a deduction, net of tax,
from the proceeds.

Trade and other payables

Trade payables are obligations to pay for goods or services that have been acquired in the ordinary course of
business from suppliers. Trade and other payables are classified as current liabilities if payment is due within one
year or less (or in the normal operating cycle of the business if longer). If not, they are presented as non-current
liabilities.

Trade and other payables are recognised initially at fair value and subsequently measured at amortised cost using
the effective interest method.

Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently
carried at amortised cost; any difference between the proceeds (net of transaction costs) and the redemption
value is recognised in the income statement over the period of the borrowings using the effective interest method.

Fees paid on the establishment of loan facilities are recognised as transaction costs of the loan to the extent that
it is probable that some or all of the facility will be drawn down. In this case, the fee is deferred until the draw-
down occurs. To the extent there is no evidence that it is probable that some or all of the facility will be drawn
down, the fee is capitalised as a pre-payment for liquidity services and amortised over the period of the facility to
which it relates.

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer settlement of
the liability for at least 12 months after the end of the reporting period.

Borrowing costs

General and specific borrowing costs directly attributable to the acquisition, construction or production of
qualifying assets, which are assets that necessarily take a substantial period of time to get ready for their intended
use or sale, are added to the cost of those assets, until such time as the assets are substantially ready for their
intended use or sale.

Investment income earned on the temporary investment of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in the period in which they are incurred.

Current and deferred income tax

The tax expense for the period comprises current and deferred tax. Tax is recognised in the income statement,
except to the extent that it relates to items recognised in other comprehensive income or directly in equity. In this
case the tax is also recognised in other comprehensive income or directly in equity, respectively.

(i) Current income tax
The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted
at the balance sheet date in the countries where the Company’s subsidiaries and associates operate and
generate taxable income. Management periodically evaluates positions taken in tax returns with respect to
situations in which applicable tax regulation is subject to interpretation. It establishes provisions where
appropriate on the basis of amounts expected to be paid to the tax authorities.

(i) Deferred income tax
Inside basis differences
Deferred income tax is recognised, using the liability method, on temporary differences arising between the
tax bases of assets and liabilities and their carrying amounts in the consolidated financial statements.
However, deferred tax liabilities are not recognised if they arise from the initial recognition of goodwill, the
deferred income tax is not accounted for if it arises from initial recognition of an asset or liability in a
transaction other than a business combination that at the time of the transaction affects neither accounting
nor taxable profit or loss. Deferred income tax is determined using tax rates (and laws) that have been
enacted or substantively enacted by the balance sheet date and are expected to apply when the related
deferred income tax asset is realised or the deferred income tax liability is settled.

Deferred income tax assets are recognised only to the extent that it is probable that future taxable profit
will be available against which the temporary differences can be utilised.
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2 Summary of significant accounting policies (Continued)

(s)

®

(u)

(v)

Current and deferred income tax (Continued)

(i) Deferred income tax (Continued)
Outside basis differences
Deferred income tax liabilities are provided on taxable temporary differences arising from investments in
subsidiaries, associates and joint arrangements, except for deferred income tax liability where the timing of
the reversal of the temporary difference is controlled by the Group and it is probable that the temporary
difference will not reverse in the foreseeable future. Generally the Group is unable to control the reversal of
the temporary difference for associates. Only when there is an agreement in place that gives the Group the
ability to control the reversal of the temporary difference in the foreseeable future, deferred tax liability in
relation to taxable temporary differences arising from the associate’s undistributed profits is not
recognised.

Deferred income tax assets are recognised on deductible temporary differences arising from investments
in subsidiaries, associates and joint arrangements only to the extent that it is probable the temporary
difference will reverse in the future and there is sufficient taxable profit available against which the
temporary difference can be utilised.

(iiijj  Offsetting
Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset
current tax assets against current tax liabilities and when the deferred income taxes assets and liabilities
relate to income taxes levied by the same taxation authority on either the taxable entity or different taxable
entities where there is an intention to settle the balances on a net basis.

Employee benefits

The Group operates various post-employment schemes which are defined contribution plans and are generally
funded through payments to insurance companies or trustee-administered funds. The Group has adopted a
provident fund scheme for its employees in Hong Kong as required under the Mandatory Provident Fund
Schemes Ordinance, and has also participated in employee pension schemes organised and governed by the
relevant local authorities for its employees in the PRC and overseas countries/regions. Details of employer’s
pension costs are set out in note 7 to the consolidated financial statements.

(i) Pension obligations
A defined contribution plan is a pension plan under which the Group pays fixed contributions into a
separate entity. The Group has no legal or constructive obligations to pay further contributions if the fund
does not hold sufficient assets to pay all employees the benefits relating to employee service in the current
and prior periods.

(i) Bonus plans
The Group recognises a provision where contractually obliged or where there is a past practice that has
created a constructive obligation.

Provisions

Provisions are recognised when the Group has a present legal or constructive obligation as a result of past
events; it is probable that an outflow of resources will be required to settle the obligation; and the amount has
been reliably estimated. Provisions are not recognised for future operating losses.

Where there are a number of similar obligations, the likelihood that an outflow will be required in settlement is
determined by considering the class of obligations as a whole. A provision is recognised even if the likelihood of
an outflow with respect to any one item included in the same class of obligations may be small.

Provisions are measured at the present value of the expenditures expected to be required to settle the obligation
using a pre-tax rate that reflects current market assessments of the time value of money and the risks specific to
the obligation. The increase in the provision due to passage of time is recognised as interest expense.

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable, and represents amounts
receivable for goods supplied and services rendered, stated net of discounts, returns, rebates and value added
taxes and after eliminating sales within the Group.

The Group recognises revenue when the amount of revenue can be reliably measured; when it is probable that
future economic benefits will flow to the entity; and when specific criteria have been met for each of the Group’s
activities, as described below. The Group bases its estimates of return on historical results, taking into
consideration the type of customer, the type of transaction and the specifics of each arrangement.

(i) Sales of goods
The Group sells healthcare products and Chinese medicine to wholesalers and individual customers. Sales
of goods are recognised when a group entity has delivered products to the wholesaler or customer.
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2 Summary of significant accounting policies (Continued)

(v) Revenue recognition (Continued)
(i) Sales of goods (Continued)

For wholesales, the wholesaler has full discretion over the channel and price to sell the products, and there
is no unfulfilled obligation that could affect the wholesaler’s acceptance of the products. Delivery does not
occur until the products have been shipped to the specified location, the risks of obsolescence and loss
have been transferred to the wholesaler, and either the wholesaler has accepted the products in
accordance with the sales contract, the acceptance provisions have lapsed, or the Group has objective
evidence that all criteria for acceptance have been satisfied. Sales are recorded based on the price
specified in the sales contracts.

For retail sales, the Group operates a chain of retail outlets for selling products. Sales of goods are
recognised when a Group entity sells a product to the customer. Retail sales are usually in cash or by
credit card.

(i) Service income
The Group provides Chinese medical consultation and treatments in retail outlets. Service income is
recognised in the accounting period in which the service is provided to the customer and it is settled in
cash or by credit card.

(iii)  Royalty fee income
Royalty fee income is based on pre-determined rates on the total turnover of overseas entities for them to
use the “Tong Ren Tang” brand name. Royalty fee is recognised in the income statement on an accrual
basis upon sales recognised by the overseas entities.

(iv)  Interest income
Interest income is recognised using the effective interest method.

(w) Leases
Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are classified
as operating leases. Payments made under operating leases (net of any incentives received from the lessor) are
charged to the income statement on a straight-line basis over the period of the lease.

(x) Dividend distribution
Dividend distribution to the Company’s shareholders is recognised as a liability in the Group’s and the Company’s
financial statements in the period in which the dividends are approved by the Company’s shareholders or
directors, where appropriate.

3 Financial risk management

(a) Financial risk factors
The Group’s activities expose it to a variety of financial risks: market risk (including currency risk and cash flow
interest rate risk), credit risk and liquidity risk. The Group’s overall risk management programme focuses on the
unpredictability of financial markets and seeks to minimise potential adverse effects on the Group’s financial
performance. Risk management is carried out by management of each individual entity within the Group.

(i) Foreign exchange risk
Each individual group entity has its own functional currency. Foreign exchange risk to each individual
group entity arises when future commercial transactions or recognised assets or liabilities are denominated
in a currency that is not the group entity’s functional currency.

The Group operates internationally and is exposed to foreign exchange risk arising from various currency
exposures, primarily with respect to Renminbi. The Group currently does not have a foreign currency
hedging policy. The Group manages its foreign currencies risk by closely monitoring the movement of the
foreign currency rates.

At 31 December 2015, if Renminbi had strengthened/weakened by 5% against Hong Kong dollar, with all
other variables held constant, the profit before income tax for the year ended 31 December 2015 would
have been HK$4,621,000 (2014: HK$3,886,000) higher/lower, mainly as a result of foreign exchange
gains/losses on translation of Hong Kong dollar-denominated trade receivables held by a PRC subsidiary
whose functional currency is Renminbi. Whereas, the exposure arising from the other foreign currencies is
not significant to the Group.

(ii) Interest rate risk
Other than short-term bank deposits and bank balances, the Group does not have significant interest-
bearing assets or liabilities. The Group’s exposure to interest rate risk associated with the effects of
fluctuations in the prevailing levels of the market interest rates on its cash flows are not deemed to be
substantial in the view of the Directors based on the nature of the assets and liabilities.

At 31 December 2015, if the interest rates on bank deposits had been 50 basis-points higher/lower with
all other variables held constant, profit before income tax for the year would have been HK$6,369,000
(2014: HK$5,144,000) higher/lower, respectively, mainly as a result of higher/lower interest income on
bank deposits.
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3 Financial risk management (Continued)

(a) Financial risk factors (Continued)
(iiij)  Credit risk
Credit risk arises from bank deposits and trade receivables (including trade receivables from group
companies) and other current assets.

All the bank deposits are placed with banks with good credit ratings to mitigate the risk. For trade
receivables (including trade receivables from group companies) and other current assets, the Group
assesses the credit quality of the counter parties by taking into account their financial position, credit
history and other factors. Management also regularly reviews the recoverability of these receivables and
follows up on the disputes or amounts overdue, if any. The management is of the opinion that the risk of
default by counterparties is low. The Group does not hold any collateral as security.

Majority of the Group’s trade receivables are due within 90 days from the date of billings. As at 31
December 2015, 89.9% of the Group’s trade receivables were due within 90 days (2014: 89.3%). The
maximum exposure to credit risk is represented by the carrying amount of trade receivables in the
consolidated balance sheet.

(iv)  Liquidity risk
The Group’s policy is to maintain sufficient cash and cash equivalents to meet its working capital
requirements. The Group has steady cash inflow from operations and has adequate financial resources to
fund its operations and future expansions. As at 31 December 2015, the Group’s financial liabilities were
mainly trade and other payables amounting to HK$76,984,000 (2014: HK$70,873,000), which were due
within 12 months and equal their carrying balance as the impact of discounting is not significant.

(b) Capital management
The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a going
concern in order to provide returns for shareholders and benefits for other stakeholders and to maintain an
optimal capital structure to reduce the cost of capital.

Total capital is calculated as “equity” as shown in the balance sheet. In order to maintain or adjust the capital
structure, the Group may adjust the amount of dividends paid to shareholders, return capital to shareholders,
issue new shares or sell assets to reduce debt.

(c) Fair value estimation
The Group’s financial assets are classified as loans and receivables and are measured at amortised cost. The
carrying amounts of the Group’s financial assets, including short-term bank deposits, cash and cash equivalents
and trade receivables and other current assets, approximate their fair values due to their short maturities.

The carrying amounts of the Group’s financial liabilities, including trade and other payables are measured at
amortised cost.

4 Critical accounting estimates and judgments

Estimates and judgements are continually evaluated and are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances.

The Group makes estimates and assumptions concerning the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results. The estimates and assumptions that have a significant risk of causing
a material adjustment to the carrying amounts of assets and liabilities within the next financial year are addressed below.

(a) Goodwill
The Group tests annually whether goodwill has suffered any impairment according to their recoverable amounts
determined by the cash-generating units based on value in use calculations. These calculations require the use of
estimates which are subject to change of economic environment in future. Details are set out in Note 16.

(b) Inventories
(i) Net realisable value
Net realisable value of inventories is the estimated selling price in the ordinary course of business, less
estimated selling expenses. These estimates are based on the current market condition and the historical
experience of manufacturing and selling products of similar nature. It could change significantly as a result
of changes in consumer preferences and competitor actions in response to severe industry cycles.
Management reassesses these estimations by each balance sheet date.

(i) Impairment assessment
Provisions are made against slow-moving, obsolete and damaged inventories for which the net realisable
value is estimated to be less than the cost. Inventories which are damaged or obsolete are written down
as identified. The risk of obsolescence of slow-moving inventory is assessed by comparing the level of
inventory held to future sales projected on the basis of historical experience. The actual realisable value of
inventory may differ materially from the estimated value on which the provision is based.
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4 Critical accounting estimates and judgments (Continued) 4 BERGEMLER A o)

(¢) Income taxes () Fr8#
The Group is subject to income taxes in numerous jurisdictions. Significant judgement is required in determining AEBERZE T/H%lu:u%l@?ﬁ S c EEHAZS M2 SR EERSELSE
the worldwide provision for income taxes. There are many transactions and calculations for which the ultimate tax ZHE - ZTER S EGTE N HETIE R RETE - REBERNETA TREINIIE
determination is uncertain. The Group recognises liabilities for anticipated tax audit issues based on estimates of FHTEA RSB EEERAE - WS EENRKHBERERIRVIPR
whether additional taxes will be due. Where the final tax outcome of these matters is different from the amounts reRE  AFEERE ST EECEEc RN REERMSHEERARE -

that were initially recorded, such differences will impact the current and deferred income tax assets and liabilities
in the period in which such determination is made.

(d)  Property, plant and equipment d Y% BERRZE

(i) Useful lives (i) Al & F R
The Group’s management determines the estimated useful lives and related depreciation charges for its AEEEBEEETYE BERRBENGAIERFHRABTES
property, plant and equipment. This estimate is based on the historical experience of the actual useful lives o EIBEFRBEEE RIEEEUNZEEEERAGERAFHABEL
of these assets of similar nature and functions. It could change significantly as a result of technical %ﬁfﬁﬂ’ﬁﬂj & A R AT KRR F Rt Rx@]ﬁﬂ/ﬂiﬁ’lﬁiﬂﬁﬁ
innovations and competitor actions in response to changes in market conditions. Management wil c fWAME A F R Z ARG AR HEEEeRANER
increase the depreciation charge where useful lives are less than previously estimated lives, or it will write i Y%E#&fi’% i B’]&ﬁ]ﬂ%i#%ﬁiﬁéﬁhﬁ%ﬂzW/ﬁY
off or write down technically obsolete or non-strategic assets that have been abandoned or sold.

(i)  Impairment assessment (i)  HEFFE
Property, plant and equipment are reviewed for impairment whenever events or changes in circumstances MR EHRIEREBERERENEEEKE - BIZBHDE BER
indicate that the carrying amount may not be recoverable. The recoverable amounts have been determined REETRERME - AT E SR Mﬁﬁﬁf’f@%ﬁ@ﬁﬁ@?ﬂ@%ﬁ%”%ﬁiﬂﬂé
based on the higher of value-in-use and fair value less costs to sell, taking into account the latest market W%Zﬁ%%%ﬁ CWETREF TS A BELBRRERIEBRRE
information, past experience and current business performance. If the recoverable amount of an asset is o fig ﬁ?ZTH&Z@@%EEEH&E@%E{E Blg#ZIB A E 2 BREEH
estimated to be less than its carrying amount, the carrying amount of the asset is reduced to its /J—X:I:;E;—.[LBZE SR o BEBEARERBRAY

recoverable amount. An impairment loss is recognised as an expense immediately.

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the M EE B EIRERE - BIZEEZREEAAAZELEET 2 Mt
revised estimate of its recoverable amount, so that the increased carrying amount does not exceed the Bl&%E - A EZREETS tﬂz_ﬁif & E W AR HE R R (B 5 1R
carrying amount that would have been determined had no impairment loss been recognised for the asset REWEE ZREE o BEEE 2 B L BRER A o

in prior years. A reversal of an impairment loss is recognised as income immediately.

(€) Impairment of trade receivables and other current assets (e) EBEFEWE Iﬁﬁﬁﬂb/ﬁﬁﬁgﬂﬁ
The Group assesses whether there is objective evidence that trade receivables and other current assets are AEBTEER BIRFEARE SHEWGIAR AR E ERE - A EBEA
impaired. It recognises impairment loss based on estimates of the extent and timing of future cash flows using i A BL IR R R ¥T$Xfﬂfﬁmiﬁ<$&ﬂﬁ MEfEE - ERBEEE - Z5EK
applicable discount rates. The final outcome of the recoverability and cash flows of these receivables will impact RBREBRE Z R ER IR REK B EEBELREBBHSE -

the amount of impairment loss required.

. . PYASYA £ N
5 Segment information 5 JabER
The chief operating decision maker has been identified as the executive directors and non-executive director of the FELERRECHERBARANAITEETRIENTES ((MTEE] R [3EHT
Company (the “Executive Directors” and the “Non-executive Director”). The Executive Directors and Non-executive BE])  BTEFRINTEETEHAEEALRE AT ERBIDEER - RRR
Director review the Group’s internal reporting in order to assess performance and allocate resources and have BZEREETEEDE °

determined the operating segments based on these reports.

The Executive Directors and Non-executive Director consider the Group’s business from a geographic perspective and HITEE RN TESUHEAEERASENEBTEEAEEEUT=HESRE

have determined that the Group has three reportable operating segments as follows: B -

0] Hong Kong — sale of Chinese medicine products and healthcare products and provision of Chinese medical 0] B4 — BRTEERNHETHEMRRBRIUREFELE  UREES
consultation and treatments through retail outlets as well as wholesale of Chinese medicine products and BHEEQRRER - WINZSBREREBERACE] REEBENEINE
healthcare products in Hong Kong. In addition, it includes the royalty fee income received from overseas entities BEHY an W25 AR B e o

for using “Tong Ren Tang” brand name.

(ii) Mainland China — wholesale of healthcare products in Mainland China and the sole distributor operation for Tong (ii) FREI AL — RO B At L R SRR R B At ASNB R 9 s R C Z R R
Ren Tang Technologies and Tong Ren Tang Ltd. for Tong Ren Tang branded products outside Mainland China. RECERMDHORCE BEER °

(i) ~ Overseas — sale of Chinese medicine products and healthcare products and provision of Chinese medical (i) I — REAEINER (BIERPT) $5E 845 fn KRR A RIR R B8 2
consultation and treatments in other overseas countries, including Macao. B ©

Unallocated items comprise mainly corporate expenses. ROMBEEEEBRELERAS

Sales between segments are carried in accordance with terms agreed by the parties involved. 2 P SHE AR IEAR R 5 10 2 RRGETT ©

The Executive Directors and Non-executive Director assess the performance of the operating segments based on HITESERITESRESEEES THNRARD BEETEHIERRA - B IE@

revenue and segment results of each segment. Management has determined the operating segments based on the BEENUERAREFELERARE RO ERMTEREAEMNNEHEES

location of the entities and the information reviewed by the Group’s chief operating decision maker for the purposes of PaN-i

allocating resources and assessing performance.

Segment assets include leasehold land, property, plant and equipment, intangible assets, investments accounted for PHEERFERELH VX BERSZE EFEE - BEEARZEE -

using equity method, deferred tax assets, deposits paid for purchase of leasehold land and property, plant and FISHEE BEVX BMERIHEHNENIES  FE - BZEUGRIEREAM m@)ﬁ
equipment, inventories, trade receivables and other current assets, short-term bank deposits and cash and cash B Hﬂ RITERNRERBEEEY » »7 ‘BEE@%FE B 5 LE MR FRIE
equivalents. Segment liabilities include borrowing, trade and other payables, current and deferred income tax liabilities. EHRBEEMGHARE -
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G BRI B F BRI

5 Segment information (Continued) 5 HlEER )
(a) Analysis of consolidated income statements (@) BHtRERDIIT
Hong Kong Mainland China Overseas
BB FREIA i iiSEIN

HK$'000 F7#7T HK$'000 77T HK$'000 47T HK$'000 F7#7T
Year ended 31 December 2015 HZE—ZT—HAF+-—A=+—HILEFE
Segment revenue 5 2RI A / 740,130 242,701 232,452 1,215,28%
Inter-segment revenue 2 5B & 1A (181,643) (63,163) - (244,806)
Revenue from external customers 3k B M F 2 A 558,487 179,538 232,452 970,477
Contribution to segment results 7 2P 248 = & Bk 449,381 18,308 30,068 497,757
Depreciation and amortisation 478 & # 45 (15,796) (557) (5,779) (22,132)
Amortisation of intangible assets 42 & & # i1 (1,083) - - (1,083)
Write-off of inventories 77 & Hifl (1,136) (7) (85) (1,228)
Segment results 2 B ¥4 431,366 17,744 24,204 473,314
Inter-segment elimination 43 & & % 4 (20,839)
Operating profit 48 & Fl/ ;& 452,475
Finance income 8 %54 8,074 138 537 8,749
Finance cost 81 %37 ) (9) — (206) (215)
Share of loss of investments accounted for using the equity method J& 1 iz 4E 25 % A BR 2 R & F5 18 (4,395)
Profit before income tax Bk Fr5 % i1 F1) 456,614
Income tax expense FT {5515 5% (72,541) (5,228) (4,267) (82,036)
Profit for the year 4 & 715 \_ 374,578 )
Year ended 31 December 2014 HZE=-Z—NE+-A=+—HLLFE
Segment revenue 7 ZBURA 529,059 230,691 195,522 955,272
Inter-segment revenue %3 ZBFEUA (150,322) (43,899) - (194,221)
Revenue from external customers 2k B 7MNEEE = 2 A 378,737 186,792 195,522 761,051
Contribution to segment results 7 2345 2 & Ef 317,358 18,807 21,240 357,405
Depreciation and amortisation #7 £ K # & (14,122) (259) (3,758) (18,139)
Write-off of inventories 17 & #ifl £ (573) - = (573)
Segment results 7 2 A& 302,663 18,548 17,482 338,693
Inter-segment elimination 4> B & % §5 4,826
Operating profit £ 4 7))k 343,519
Finance income 81 74tz 10,568 117 766 11,451
Share of profit of investments accounted for using the equity method J& & &€ 2554 A BR 2 1% & X8 249
Profit before income tax B AT 15 ¢ A 114 355,219
Income tax expense F13%:i 52 (51,181) (5,699) (3,641) (60,521)
Profit for the year 4 Z K& 294,698

(b) Analysis of consolidated balance sheets

(b) EHEERBERNIN

Hong Kong Mainland China Overseas
B FRE A it SN
HK$'000 F#7T HK$'000 F#7T HK$'000 F#7T HK$'000 F#7T
At 31 December 2015 R=Z—HF+=A=+—H
Segment assets and liabilities 22 EE R & &
Total assets 4 &2 a 1,670,019 152,002 204,964 2,026,985\
Investments accounted for using the equity method &£ 25 % A BR 2 1% & 13,282 - 9,799 23,081
Additions to non-current assets™ JEji )& & < #5010 65,465 §558 22,319 89,337
Total liabilities 42 & {& \_ (69,362) (27,922) (20,786) (118,070)/
At 31 December 2014 R=Z—F+=H=+—H
Segment assets and liabilities 2 EE R & &
Total assets #& & 1,295,220 134,047 203,274 1,632,541
Investments accounted for using the equity method ¥z z/A A BR 2 & 12,795 - 13,063 25,858
Additions to non-current assets" JERENE 2 2 1 1O 21,686 1,391 48,128 71,205
Total liabilities 42 & & (40,933) (35,649) (19,098) (95,680)
a In this analysis, additions to non-current assets exclude investments accounted for using the equity method and deferred 0} KON IEREBEE NN EE RS EAE IS EMBELEEHEE -

tax assets.
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G BRI B F BRI

5 Segment information (Continued) 5 HlEER )
() Revenue () WA
The analysis of revenue by category is as follows: EHERE D HRADHTAT ¢

2015 —&E—hH&E 2014 —E—M4&E

HK$'000 F3&7T HK$'000 F& 7T
Sales of products $5 & £ 5 935,218 732,419
Service income ARFS A 34,475 27,933
Royalty fee income an {5 Fl & iz 784 699

l 970,477 l 761,051

(d) Information about major customers d EBEXEEFHNER
For the year ended 31 December 2015, revenue from three (2014: three) customers each accounted for more HE_T—AF+_A=T—HLFE RE=F(ZZ—OF : =R)TFH
than ten percent of the Group’s total revenue. These revenues are attributable to the Hong Kong segment and WAZIERERBIRAB D Z T E - ZFWRAKRBEEE D HBRFBEAMS
the Mainland China segment. The revenues from these customers are summarised below: o REZZEEFPHRABAMIAT
2015 = Z—HF
HK$’000 87T
Revenue from: 2RE A T ALTHURA -
— Customer A EF A 150,035
— Customer B #F B 148,991
— Entities under the control of the ultimate holding company (Note 29(a)) &4 A% A B FrE HI 0 B 82 0 (P 7E 29(a)) 124,946
l 423,972 l
2014 —Z—F
HK$’000 F#7T
Revenue from: 2RE A T ALHURA :
— Customer A EF A 136,345
— Entities under the control of the ultimate holding company” (Note 29(a)) F 442 B A 7] Bz $ 80 Z 22 0) (Ff 3£ 29(a)) 126,100
— Customer B %~ B 120,089
382,534
u It represents a group of entities under common control considered as a single customer. a EXARESO—EERE  RAE—KP -
There are no customers of other segments individually accounted for ten percent or more of the Group’s total HEZZ-—AF+-A=1+—HILEFE  HttoBHETS (2 —HF - &)
revenue for the year ended 31 December 2015 (2014: ni). BRI AEERWARNE D Z T L o
(¢) Information about geographical areas (e) FHBENEN
The Company is domiciled in Hong Kong. An analysis of revenue from external customers and non-current assets RAFRNBAEE - AEEZRMERESHRBINATE ZWARFERBEER
of the Group by geographical area is set out below: DHTET
(i) Revenue (i) WA
2015 =& —H%F 2014 —Z—F
e =) -
HK$000 T 7T HK$000 FH7T
Hong Kong &% 558,487 378,737
Mainland China A B A #f, 179,538 186,792
Macao /2T 98,260 75,341
Australia JEAF 25 40,983 36,988
Canada I£X 32,611 31,025
Singapore #7 N3 23,540 30,612
New Zealand %7 74 f# 14,967 4,407
Other countries® E fthEIZR @ 22,091 17,149
970,477 761,051
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G BRI

5 Segment information (Continued)

(e) Information about geographical areas (Continued)
(ii) Non-current assets @

Notes To The Consolidated Financial Statements

B F BRI

5 rubERGE)
@ ARSENER G
i) EFBAE"

Hong Kong &%

Mainland China A Bl A3
Macao 2

Australia & A 25

Canada J1E X

Singapore #7113

New Zealand #7745

Other countries® £ fth B 5 @)

m The geographical location of revenue is analysed based on the location where goods are sold and services are

provided.

@ Other countries include entities located in Brunei, United Arab Emirates, South Korea and European countries.

@ The geographical location of non-current assets is analysed based on where the assets are located or held. In this
analysis, the total of non-current assets excludes investments accounted for using the equity method and deferred
tax assets.

6 Expenses by nature

2015 —E—HF 2014 —ZE—F
(" HK$000 FEX | HKS000 T
275,937 226,966

2,485 1,623

9,724 10,356

37,179 29,200

3,431 5,712

864 318

4,718 2,368

6,856 3,632

341,194 280,175

® WA SRR [ 12 80 5 B o S SR (L ARIS FRAE S D AT ©

2 HABIR BB - ki B RBNERER -

& FRBEEZRMRERD T ERBEZEENMELKIFTHILETE - Ao+
FRBEERBTEREDEARZRENMELERSHEE -

6 TRMEITIEIIBE S

Cost of inventories sold (Note 18) tH & &R 7N (HizE 18)
Employee benefit expenses (Note 7) 18 £ 1@ #5357 (K& 7)
Operating leases payments & &8 & 145k
Amortisation of prepaid operating lease payments 78 {5 4% 4 FH & 78 ## 5
Amortisation of intangible assets (Note 16) &7 & E=# §4 (Mi3E 16)
Depreciation of property, plant and equipment (Note 15) 1% - &= & R & & (3£ 15)
Loss on disposal of property, plant and equipment tH&E#% « R « RiEZEE
Write-off of inventories (Note 18) 17 & ##U (M3 18)
Auditors’ remuneration #% £k & Bl &
— Audit services % E IR TS
— Non-audit services FE4% &R 75
Utilities 7K & &
Repair and maintenance #1{& &R
Research and development #f2%
Net exchange loss/(gain) & 5. /& 18,/ (F15) 558
Promotion and advertising expenses = & & & & 5 2
Legal and professional expenses A7 & F 5
Transportation expenses & i sz
Bank charges $R{TF &
Store supplies J& & F
Other taxes and levies E 118 & # &
Other expenses £t ff 5z
Total cost of sales, distribution and selling expenses and general and administrative expenses $5& AN « 2 85 #5 B S M — BRI 1T BLBE o A4 48
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2015 =B —HF 2014 —E—4E
HK$'000 T8 7T HK$'000 F#7T
230,025 168,204
137,597 117,265
55,739 49,980
543 543
1,083 _
21,589 17,596
444 39
1,228 573
3,084 2,704
402 20
5,261 4,419
3,356 2,970
5,155 4,844
86 (165)
8,141 8,423
6,423 4,566
5,298 4,866
3,615 2,413
8,334 5,485
4,664 4,357
19,543 19,926
521,610 419,028
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G BRI B F BRI

7 Employee benefit expenses, including directors’” emoluments 7 fREWmAGES - clEE I 5

2015 —ZE—HF 2014 =T — &

HK$'000 T35t HK$000 T 7T
Salaries, wages and bonuses & + T& RKIEAL 122,650 104,455
Pension costs — defined contribution plans (R R &M A — FREMt Rt E 7,295 5,600
Other benefits E fth 48 F| 7,652 7,210

l 137,597 l 117,265

(@) Five highest paid individuals (@) EIEEEEHFAL
The five individuals whose emoluments were the highest in the Group for the year include three (2014: three) ANEBENNRALZSEEFATEE=((ZZE—UE : =()ES - HERH
directors whose emoluments are reflected in the analysis presented in Note 8(a). The emoluments paid or payable T 8() DT R - FAENHEMERTMA(ZZF—UF : WAL ATAEE
to the remaining two (2014: two) individuals during the year are as follows: R

2015 —ZE—HF 2014 —Z— &

HK$'000 T 7T HK$'000 T 7T
Basic salaries and other benefits Z A& & & E (b 45 F| 1,430 241
Bonuses fE4L 1,246 2,120

Pension costs — defined contribution plans BR & KA — ERBHEHTE 36 -

L 2,712 l 2,361

The emoluments fell within the following bands: BT IATEE -

Number of individuals A 2{

2015 —E—HF 2014 —B—M4
Emolument bands B4 &6 &
HK$1,000,001-HK$ 1,500,000 1,000,001 /& 7t —1,500,000 7 7T 2 2
(b)  Senior management’s emoluments b) EREBEAEMS
The emoluments paid or payable to senior management (including the one who resigned in May 2015) for the HE T AF+-_A=T—HLFEENIENEREEAB (BERE
year ended 31 December 2015 fell within the following bands: —AERABEN—EaREEAR) MBS TUATEHE -

Number of individuals A 2

2015 —=B—HE 2014 =Z—M&E

Emolument bands B < &3 [

HK$0-HK$1,000,000 0% 7t —1,000,000 7% 7T 2 1
HK$1,000,001-HK$1,500,000 1,000,001 7T —1,500,000 % 7T 2 3
(¢)  For the year ended 31 December 2015, no emoluments (2014: nil) were paid by the Group to any of the five () BE—Z—RAF+-_A=1+—HUEFE AEEVENENESKAZRST
highest paid individuals as an inducement to join or upon joining the Group or as compensation for loss of office, ATZMERBE (ZZE—OFE - £) - fEAKS|EINASKIIAZRE BEF R ZE)
and no arrangement under which any of the highest paid individuals waived or agreed to waive any of the SEEEME  TEEHRES  EFdERFTATRERRERETAHESHE
emoluments. B -
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G BRI

8 Benefits and interests of directors (disclosures required by
section 383 of the Hong Kong Companies Ordinance (Cap.
622), Companies (Disclosure of Information about Benefits of
Directors) Regulation (Cap. 622G) and HK Listing Rules)

(a) Directors’ emoluments
The remuneration of every director of the Company for the years ended 31 December 2015 and 2014 are set out
below:

Year ended 31 December 2015 HE—FE—RAF+_-_A=1+—HILFE

Notes To The Consolidated Financial Statements

B F BRI

8 HHEMM AL (& (L mrG) (55622
) 55 3836k fe/n vl (82 B H A dx & k) Bl )
(5 622G 7) BLE 1% 58)

(@) E=BS
HE_Z-—FAE; T NE+-_A=+—RAILEFENRQRZIESFHMOT :

Emoluments paid or receivable in respect of a person’s services as a director,
whether of the Company or its subsidiary undertaking
ERES (FERARRRHEF LA R LH) RERBE M A REWRHBE
Employer’s
contribution
to a retirement
Discretionary benefit scheme
bonus ==
BIETIEAL  RIASFTEAR

Non-executive Director JEHI{TE =
Mr. Mei Qun® f#g 8554 O

Executive Directors $117% =

Ms. Ding Yong Ling® T k¥ 22 £ ©
Mr. Zhang Huan Ping & #& - 5 4
Ms. Lin Man # &% +

Independent Non-executive Directors B JEH1TE 5
Ms. Leung, Oi Sie Elsie Z2& 3% %+

Mr. Zhao Zhong Zhen i #fk 75 4

Mr. Chan Ngai Chi R 35t 55 4

(HK$'000 FBT  HK$000 FB7%  HK$000 FB7  HK$000 FB7%  HK$000 FB7T )

- 1,300 1,577 18 2,895
- 715 1,011 18 1,744
= 715 1,011 18 1,744
240 = = = 240
240 - = = 240
240 = = = 240
L 720 2,730 3,599 54 7,103 |

Emoluments paid or receivable in respect of a person’s services as a director,
whether of the Company or its subsidiary undertaking
ERES (FERAQARHEF D AER) RERB M SREKA S
Employer’s
contribution
to a retirement
Discretionary benefit scheme
bonus Bxz

Year ended 31 December 2014 EZE—F—NE+_A=+—HILFE

Non-executive Directors JEHITE S
Mr. Mei Qun® #8554 O
Mr. Yin Shun Hai® B& 8§ 75 4 @

Executive Directors #117& =

Ms. Ding Yong Ling® T 5k3% 22 @
Mr. Zhang Huan Ping 3R K3 5 4
Ms. Lin Man # 2 %+

Independent Non-executive Directors S8 FEHITE S
Ms. Leung, Oi Sie Elsie 2 & :F 2+

Mr. Zhao Zhong Zhen i/ #fk 45 4

Mr. Chan Ngai Chi [ %% &t 72 4

M Mr. Mei Qun was appointed on 7 May 2014
@ Mr. Yin Shun Hai resigned on 7 May 2014
@ Ms. Ding Yong Ling is also the Chief Executive of the Company.

No directors of the Company waived any emoluments and no emoluments were paid by the Group to any of the
directors of the Company as an inducement to join or upon joining the Group or as a compensation for loss of
office as director.
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BEREA RAESFTEHER

HK$'000 F/#7c  HK$000 Fi#L  HK$000 &L  HK$000 FA&TL  HK$000 FHE7T

_ 1,300 1,323 17 2,640
_ 715 811 17 1,543
_ 715 820 17 1,552
180 - - - 180
180 - - - 180
180 - - - 180
540 2,730 2,954 51 6,275

&0 BEEEN _T—NFRAACHERE
2 RIEEEER—F—NFHA L ABHE
& TXKEZEMRADBZSITHASR

ARBAEBEEREEAHE  AEETERARREMNEEINEMME
TE R B INAR KB 2 22/ =5 FE AN A B 2B sl (E R RER A 12
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G BRI

8 Benefits and interests of directors (disclosures required by
section 383 of the Hong Kong Companies Ordinance (Cap.
622), Companies (Disclosure of Information about Benefits of
Directors) Regulation (Cap. 622G) and HK Listing Rules)
(Continued)

(b) Directors’ retirement benefits
No retirement benefits were paid to or receivable by any directors in respect of their other services in connection
with the management of the affairs of the Company or its subsidiary undertaking (2014: Nil).

(c) Directors’ termination benefits
No payment was made to directors as compensation for the early termination of the appointment during the year
(2014 Nil).

(d) Consideration provided to third parties for making available directors’ services
No payment was made to the former employer of directors for making available the services of them as a director
of the Company (2014: Nil).

(e) Information about loans, quasi-loans and other dealings in favour of directors, controlled bodies
corporate by and connected entities with such directors
There are no loans, quasi-loans and other dealings in favour of directors, controlled bodies corporate by and
connected entities with such directors during the year (2014: Nil).

(f) Directors’ material interests in transactions, arrangements or contracts
No significant transactions, arrangements and contracts in relation to the Group’s business to which the
Company was a party and in which a director of the Company had a material interest, whether directly or
indirectly, subsisted at the end of the year or at any time during the year (2014: Nil).

9 Finance income and costs

Notes To The Consolidated Financial Statements

B F BRI

8 HFMFISAHEL (& (O FMGHE) (58 622
i) 58 3836 S /v | (B R = A AR Bk K1)
(%6 622G =) Bl i) i)

(b) EZRIAEF
AEFALEDNRENEZRAKEN  AESEREARFIEMBEMET
EIEAEEMRE 2B (ZF—mF : &\ -

() EZEREA
AEEAWE|EAEEZMEMNE @ (FARRAMEHENRERBE(CT—mF
&) -

(d BEF="FAERE=EINNNE
AEEALTERBEE=TABRARAIEEMREINEZZEASREREETHN
RE(CZ—TEF: 8) -

() EZ EFZHILX EIHEBNERBRCEN EENUREMXZARRGES

AEFRAALEES  EFTFEOE EFEUERBZEN EEFUAREMR
SEBES(Z2—HEF : &) o

() ESELAKRETINRS ZHERSEPTHEAER

REEAKFER  AEERERITEASIRAKEZEBMARRZEEE
ERRRERETRAEARGECEER S  RHHAR (ZF—1F : &)

9 MEslaR

2015 =F—HF 2014 —ZE—M4&E

Finance income B 75425
Finance costs 817z

Finance income, net /% Bf #5125

10 Investments accounted for using the equity method

(a) The amounts recognised in the consolidated balance sheet are as follows:

HK$'000 & 7T HK$'000 F&7T
8,749 11,451
(215) =

l 8,534 l 11,451
10 TEREARIRE AR Z &% &

(a) RESIEERBERERNESELT :

2015 —E—H&E 2014 —ZE—M4&

Joint ventures & &%
Associates Hit & A 7]

At 31 December R+ =A=+—H

(b) The amounts recognised in the consolidated income statement are as follows:

HK$'000 T3 T HK$'000 T 7T
23,081 25,858

l 23,081 l 25,858

(b) RESIERERBANSEHNOT :

2015 =F—AH%F 2014 =ZF—m&

Joint ventures & & (b3
Associates Hf & /A 7]
For the year ended 31 December &=+ =—A=+—HIL&E
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HK$'000 F3&7T HK$'000 T 7T
(476) 249

(3,919) -

(4,395) 249
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G F BRI
10 Investments accounted for using the equity method (Continued)

The Group has interests in a number of individually immaterial joint ventures. The following table analyses, in
aggregate, the movement of the carrying amount of the Group’s interests in these joint ventures, and its share of
results, other comprehensive income and commitments of these joint ventures.

Notes To The Consolidated Financial Statements

B F BRI

10 PERERIR AR Z & (1)

(c) Interests in joint ventures (c)

Reghx s
AEEHEAETEGNITERNGEEENER - TROMARE R LMRZSE
BECENESRIEZPNEIEZEAELENEE - Eftbiradasm R -

2015 =& —H%F

2014 —ZE—M4%F

At 1 January ®—HA—H

Addition /0

Share of (loss)/profit for the year FE{G & (E518)/ 7

Share of other comprehensive loss fEff H b 474 518
— Currency translation differences &% 5 #= 58

Dividends fi% &,

At 31 December R +=—A=+—8H

The Group’s share of joint ventures’ commitments 2N 52 [ fE{f & 4 (b 2 & HE
Notes:
(a) The joint ventures are private companies and there are no quoted market prices available for their shares.
(b) There are no contingent liabilities relating to the Group’s interests in the joint ventures.

(c) Details of principal joint ventures are set out in Note 30.

(d) Interest in associates (d)
The Group has interests in a number of individually immaterial associates. The following table analyses, in
aggregate, the movement of the carrying amount of the Group’s interests in these associates, and its share of
results and other comprehensive income of these associates.

T nhrorezene )

HK$°000 F3& 7T HK$'000 F& 7T
25,858 14,432

- 12,000

(476) 249

(2,098) (547)

(203) (276)

23,081 25,858

2,864 3,562

(@) BECEAMLARR - HEMO L EMSRE -
(o) VEFHAKEMFSECERENREAE -
© TEAECEFBERNMES0 -

RBE QT2

AEEEAE TERNTERNEERRNER - TROTAEE S K% E
BN RN ERRAEZSTREZSHE R RN EEREMES RS -

2015 —Z—HF

2014 —Z— 45

At 1 January ®—HA—H

Addition 3 ffl

Share of loss for the year f&{h4F € &5 18

Share of other comprehensive loss fE{5 E 4R 4 &5 18
— Currency translation difference &% i =48

At 31 December ¥+ = A =+—H

Notes:

(a) The associates are private companies and there are no quoted market prices available for their shares.

(b) There are no contingent liabilities relating to the Group’s interest in the associates.

(c) At 31 December 2015 and 2014, the Group has fully impaired its investment in one of the associates which is still under

the process of being wound up.
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HK$'000 F3#& 7T HK$000 F/&7T

3,930 =
(3,919) =

(11) -

~— @@

(@ BE AR ALARE - BB L ETISRE o

(o) WEBEASEMSHE ARERNKEAE -

(© REZE-—AFR-FT-—NF+-A=+—H AKEEH —HBERRNKREER
BURME - LB E A B MEER A
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G BRI B F BRI

11

12

13

=]
Income tax expense 11 Prefi>cH
Hong Kong profits tax has been provided for at the rate of 16.5 % (2014: 16.5%) on the estimated assessable profit for ERGERBEFHIZ16.56% =T —H4F : 16.56%) T KR BB FEH o Hh
the year. PRC corporate income tax has been provided at the rate of 25% (2014: 25%) on the estimated assessable EIEN B QR FE AT R A EIZ25% (ZF —MHF : 25%) WF KR B
profits for the year of the subsidiaries operating in the PRC. Taxation on overseas profits has been calculated on the RS o BINMIER R IBERNF AT AR RASELEMERRAIRITH
estimated assessable profit for the year at the rates of taxation prevailing in the countries in which the Group operates. KitHE -
2015 —ZE—HF 2014 —ZE—4F
e ) -
HK$’000 T8 7T HK$'000 47T
Current income tax & HAFT15 8L
— Current year &AFE 85,058 60,796
— Under/(over) provision in prior years 4 A&t/ (FB%E) % 507 (161)
85,565 60,635
Deferred income tax (Note 17) 3EFEFT1S8E (i sE17) (3,529) (114)
Income tax expense F{5#i % H 82,036 60,521
The income tax on the Group’s profit before income tax differs from the theoretical amount that would arise using the AEBERBAIFEOMSHEARAEAR S HARETEMN BN NETSHERFENE
weighted average tax rate applicable to profits of the consolidated entities as follows: MEFEERNT ¢
2015 —Z—HF 2014 —Z &
e =) -
HK$’000 87T HK$’000 F#7T
Profit before income tax Bk FT5%% 1 K8 456,614 355,219
Tax calculated at domestic tax rates applicable to profits in the respective countries & {E B X A B BRE R B N R 51 & 2 B 18 77,999 58,496
Tax effects of: LA TR #5522
— Income not subject to tax & Uz (2,801) (2,805)
— Expenses not deductible for tax purposes 1~ a] 1%t f 52 1,237 543
— Tax losses for which no deferred income tax asset was recognised 7 FERR IR 1L T 15 51 & = Y B 8 /5 18 4,289 3,168
— Withholding income tax on royalty fee from overseas entities B /&4MN & 82 7 2 & F3 &8 R0 FTS T 287 295
— Under/(over) provision in prior years £ A&t/ (HB%8) ¥ 507 (161)
— Others HAth 518 985
Tax charge BiIER X 82,036 60,521
The weighted average applicable tax rate was 17.1% (2014: 16.5%). The increase is caused by a change in the HAMNNMEEEHER17.1% (ZF—F : 16.5%) - ME EAREAALER T AR
proportion of contribution of taxable profit of the Group’s subsidiaries in the respective countries. A B R R B B G2 -
. /=t BIu
Earnings per share 12 FEEA
Basic earnings per share is calculated by dividing the profit attributable to owners of the Company by the weighted BRERRFTIIEAR RS ABLFERAFADZTEBROMETIEGTE -

average number of ordinary share in issue during the year.

2015 —Z—HF 2014 —Z—F
e =) -
HK$'000 T8 7T HK$’000 F%7T
Profit attributable to owners of the Company 7~ 2 & # B A FE 15 718 354,249 287,124
Weighted average number of ordinary shares in issue (thousands) & 317 & i A% I 4E F 1528 (T %) 835,991 830,000
Earnings per share (HK$) &% & F| (7S T) 0.42 0.35
For the years ended 31 December 2015 and 2014, diluted earnings per share is the same as basic earnings per share HEZZT R+ -_A=1T—HILFE BABCEEREZRG(ZT—HFE : &) °
as there were no potential dilutive shares.
.. U
Dividends 13 &
The dividends paid in 2015 and 2014 were HK$83,710,000 (HK$0.10 per share) and HK$66,400,000 (HK$0.08 per —Z—7A ¢ &7: T ¢ E’\JﬁE 1% B 9 Bl &83,710,0007% 7T (F AZ0.107%8 7T ) &
share) respectively. A dividend in respect of the year ended 31 December 2015 of HK$0.13 per share, amounting to a 66,400,009‘/%71 (Fr%0.0877T) ° Eﬁﬁf?—ﬁﬁ +ZA=+—HLFE E’UH&%
total dividend of HK$108,823,000 is to be proposed at the annual general meeting on 6 May 2016. These financial f&0.13 77T (B B 4258 % 108,823,000 B 70 ) IR A R RIFE =2 — /"N F A AN BETH
statements do not reflect this dividend payable. BREBFAE LIRS - RS HMRIERBRZEMBRE ©

2015 —&E—H&E 2014 —ZE—M4&E

HK$'000 F387T HK$'000 T8 7T
Interim dividend paid of HK$nil (2014: HK$nil) per ordinary share B &A% @A B 8T8t (Z T — 04 : Tt) = =
Proposed final dividend of HK$0.13 (2014:HK$0.10) per ordinary share % &% @A R HAAL S 0138 7c (=2 — 4 : 0.10/487T) 108,823 83,710

l 108,823 l 83,710
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G BRI B F BRI

14 Leasehold land 14 MHE Ty

The Group’s interest in leasehold land represents prepaid operating lease payments and its net book value is analysed REEHEE TR ERERMNCERERE  HREFESNAT
as follows:

2015 —&E—hH&E 2014 —E—M4&E
( HK$000 TBR | HKS000 T

In Hong Kong, held on: A &#&FTH
Lease of between 10 and 50 years FHi A 10 & 50 4F 17,094 17,637
At 1 January ®—H—H 17,637 18,180
Amortisation of prepaid operating lease payments T8 {5 4% 44 FH & 28 ## 5 (543) (543)
At 31 December ®+=A=+—H 17,094 17,637

)t

15 Property, plant and equipment 15 VI3 - Wgbs Jas i

Freehold

land and
leasehold land
held under

finance lease

KA Leasehold
EY i)Y improve — Plantand  Furniture and
RIZRE Buildings ment machinery equipment  Motor vehicles

HEMRFHEE BF  HEWEEES s R as BERRE =

HK$'000 T4t HK$'000 T HK$000 T/ HK$'000 T HK$000 T HK$000 T4 HK$000 F47T
At1 January 2014 R=Z—MFE—A—H

Cost B A 98,500 90,5642 32,373 43,699 10,416 2,338 277,868
Accumulated depreciation and impairment 25147 & K& (2,527) (14,446) (14,347 (29,405) (5,924) (1,146) (67,795)
Net book amount IR EF{E 95,973 76,096 18,026 14,294 4,492 1,192 210,073
Year ended 31 December 2014 BE—ZF—MFE+-_A=+—HALFE
Opening net book amount 1K EF{E 95,973 76,096 18,026 14,294 4,492 1,192 210,073
Additions 511 5,402 27,379 27,820 4,054 6,789 71 71,515
Disposals (Note 25(b)) % /52 & (FizE25(b)) = = @ = (87) = (9)
Depreciation charge (Note 6) #7 & 32 i (Fft 5T 6) 2,123 2,362) (7,249) (3,289) (2,220) (353) (17,596)
Currency translation differences &% 1 i =58 (354) (1,930) (987) - (310) ) (3,590)
Closing net book amount 27K i [ F & 98,898 99,183 37,608 15,059 8,714 901 260,363
At 31 December 2014 A=Z—NF+=F=+—H
Cost B 103,548 115,986 59,615 47,753 16,374 2,422 345,698
Accumulated depreciation and impairment 25147 & KR {E (4,650) (16,803) (22,007) (32,694) (7,660) (1,521) (85,335)
Net book amount & /F{E 98,898 99,183 37,608 15,059 8,714 901 260,363
Year ended 31 December 2015 HZ—T—HAF+—A=1+—ALFE
Opening net book amount E#1R EE (& f 98,898 99,183 37,608 15,059 8,714 901 260,363 )
Additions & 4,250 8,008 6,203 2,028 8,006 264 28,759
Acquisition of a subsidiary (Note 27) U &t B A &) (K& 27) - - - - 23 361 384
Disposals (Note 25(0)) i & (Ki#E25(0)) - - (5) - (439) - (444)
Depreciation charge (Note 6) #7837 ! (3£ 6) (2,127) (2,505) (10,346) (3,547) (2,560) (504) (21,589)
Currency translation differences &% 3 i =58 (505) (2,373) (1,612) - (533) (20) (5,043)
Closing net book amount iR IR 7 F{E 100,516 102,313 31,848 13,540 13,211 1,002 262,430
At 31 December 2015 R=Z—HF+=A=+—H
Cost B 107,292 121,613 63,396 49,781 22,807 2,972 367,861
Accumulated depreciation and impairment 25137 & &g & (6,776) (19,300) (31,548) (36,241) (9,596) (1,970) (105,431)
Net book amount #RTH F{E L 100,516 102,313 31,848 13,540 13,211 1,002 262,430 )
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G BRI B F BRI

15 Property, plant and equipment (Continued) 15 W3 ~ WUz Bt o)

The net book value of the interests in freehold land and leasehold land classified as finance lease are analysed as follows: KAERLH RS EAMERSENHET MESHREFESTEOT :
2015 =Z—HF 2014 —Z &
HK$'000 T 7T HK$'000 F#7T
In Hong Kong, held on: A &#&FTH
Leases of between 10 and 50 years 8 8 & 10 £ 50 91,723 93,850
Outside Hong Kong, held on: A& 7 E SN
Freehold 7k A S48 8,793 5,048
As at 31 December 2015, bank borrowing is secured by a freehold land and building amounted to HK$12,258,000 R=_ZF—HF+_A EJri\El + SRITIE FRUABREI{E 12,258,000 8 7T (=T — U4 : )
(2014: Nil) (Note 23). B3 RIS FAERIE R (FifaE23) -
Depreciation expenses were charged to the consolidated income statements as follows: B& MR RS HNTER ST

2015 =F—HF 2014 —ZE— &

HK$'000 F7& 7T HK$'000 F/5 7T
Cost of sales $§& KA 6,649 6,704
Distribution and selling expenses 7 5 & §5 & 7 5% 10,562 7,496

General and administrative expenses — % & 1TE 7 % 4,378 3,396

21,589 17,596

e
. 7
16 Intangible assets 16 W& A
The net book value of the Group’s intangible assets is analysed as follows: BEEMEREFEITAOT -
Customer
Goodwill relationships
5k = F %
HK$000 T8 7T HK$000 F#7T HK$000 FH7T
At 1 January 2016 R=Z—HFE—A—H - - -
Acquisition of a subsidiary (Note 27) Y& B A & (ff5£27) 49,419 13,000 62,419
Amortisation (Note 6) #E5 (Ff3E6) = (1,083) (1,083)
At 31 December 2015 R=Z— A&+ =-HA=+—8 49,419 11,917 61,336
Impairment test for goodwill EERENR
Goodwill is monitored by management at the operating segment level. For the purpose of impairment testing, the EEEELESHEEEARE - B THEANANE N - BEREEREKMEH 2R
goodwill arising on acquisition is allocated to the Group’s cash generating units (‘CGU”) within the Hong Kong segment. EREEZBEBMBEANERBNRSEESN
The recoverable amount of the CGU is determined by management based on value-in-use calculation. The key ReELBEUMARESEEEREREERBEMDIMET - AR EERER
assumptions adopted in the value-in-use calculation are based on management’s best estimates and past experience. HERBRERENEEENZEMTNALINERMET
The value-in-use calculation is based on a five-year financial budget approved by management. Cash flows beyond the FHEBESEREEEBENAFTMRIEE - AFHINE 2 KIEE TH{E A 3%
five-year period are extrapolated using the estimated growth rate of 3%. A pre-tax discount rate of 20% is used which RIfEEHEREHEH o FTAZBETRER20%  IMREABRE S B2 FFE R
reflects the specific risks relating to the relevant operating segment.
o N e =% =]
17 Deferred income tax 17 SEIEFTISH
The analysis of deferred income tax assets and liabilities is as follows: BEFSHREERBBENSTAT :
2015 =Z—HF 2014 —Z—&F
e =) -
HK$'000 T %7t HK$'000 F#7T
Deferred income tax assets #EXEFT1SHi & &=
— to be recovered after more than 12 months #7712 & A 14 1k & - -
— to be recovered within 12 months #7712 & B AUk [E] 8,520 6,857
8,520 6,857
Deferred income tax liabilities {EFEFT 1S5 & &
— to be settled after more than 12 months R BB 128 B & 4EE (2,999) (3,109)
— to be settled within 12 months #5712 8 A R #EE (1,792) (1,566)
(4,791) (4,675)
Deferred income tax assets, net IRIEFT1SHi & & F 58 3,729 2,182
—
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17 Deferred income tax (Continued)

The gross movement in the deferred income tax account is as follows:

Notes To The Consolidated Financial Statements

B F BRI

RIS (#89)

Ju
BEIEFTIS AR B @EFHMT

At 1 January ®—A—H

Acquisition of a subsidiary (Note 27) Uef& Ft B8 2~ & (Mf£27)

Credited to the consolidated income statement (Note 11) 5t A& fflUkzs 5= (FiFFE11)
Currency translation differences &% 3 i = 28

At 31 December R +=HA=+—H

The movements in deferred income tax assets and liabilities, without taking into consideration the offsetting of balances
within the same tax jurisdiction, are as follows:

2015 —ZE—HF 2014 —ZE—&E
m HK$'000 T8 7T
2,182 2,075

(1,840) -

3,529 114

(142) @)

3,729 2,182

ENZRA BB AEEASREHNERT  BEMSREERBEZSHNOT

Deferred income tax assets JEZEFTSHEE

At 1 January 2014 R=Z—MF—HF—H

(Charged)/credited to the consolidated income statement (F18 ) /5t A& fHlas &
Currency translation differences & % 3, # = 58

At 31 December 2014 R=Z—NF+=F=+—H

At 1 January 2016 R=ZE—R&F—HA—H

Credited to the consolidated income statement 5t A& Hfilizs 5%
Currency translation differences & % 3 # = 5

At 31 December 2015 R=Z—HF+=H=+—H

Accelerated
accounting
depreciation Unrealised profit Provision
RS EHTE RETFH B
HK$'000 T 7T HK$'000 T 7T HK$'000 F7& 7T HK$'000 F7%& 7T
88 4,209 2,026 6,323
(84) (399) 1,042 559
) (4) (17) (25)
- 3,806 3,051 6,857
- 3,806 3,051 6,857
284 1,527 38 1,849
- (6) (180) (186)
284 5,327 2,909 8,520

Accelerated

tax depreciation

Deferred income tax liabilities 3E#E i 5% & &

At 1 January 2014 R=Z—MF—A—H

(Charged)/credited to the consolidated income statement (F158 )5t A& fHlkzs &
Currency translation differences & % 3 #1= 58

At 31 December 2014 R=Z—MF&+=-H=+—H

At 1 January 2016 R=Z—HFE—HA—H

Credited to the consolidated income statement &F A& #f k25 &
Acquisition of a subsidiary (Note 27) Y886 B A & (M z£27)
Currency translation differences &% i # =58

At 31 December 2015 R —Z—h&E+=-HA=+—H

Deferred income tax assets are recognised for tax loss carry-forwards to the extent that the realisation of the related tax
benefit through future taxable profits is probable.

The Group did not recognise deferred income tax assets of approximately HK$7,550,000 (2014: HK$3,919,000) in
respect of tax losses amounting to approximately HK$42,655,000 (2014: HK$20,590,000) at 31 December 2015. These
tax losses have no expiry dates except for the tax losses of HK$13,652,000 (2014: HK$8,245,000) which will expire
between 2015 and 2020 (2014: expire between 2014 and 2019).

The Group did not recognise the deferred income tax liabilities of HK$2,003,000 (2014: HK$1,305,000) in respect of the
withholding tax that would be payable on the unremitted earnings of certain subsidiaries amounting to HK$33,636,000
(2014: HK$19,964,000) at 31 December 2015, as the Group can control the dividend policies of these subsidiaries and
these unremitted earnings will not be distributed in the forseeable future.
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DRI
HK$'000 F35 7T HK$'000 F35 7T HK$000 F#7E
(3,537) 711) (4,248)
(685) 240 (445)
18 - 18
(4,204) 471) (4,675)
(4,204) @71) (4,675)
191 1,489 1,680
- (1,840) (1,840)
44 - 44
(3,969) (822) @791))

i FLEEAR R ERT A BE R ARREVIRES - A HAERGSEERETASHERE °

AEBR-_Z—AF+ A=+ BUWERRPRBIEEE 42,655,000 T (=%
— P £F : 20,590,000 7T ) B i %E BT 15 8 & E 497,550,000 o ( = F — U £ -
3,919,000 7T) - ZEMBE BT EE B R T —RAFE T _ZFH 3|
(Z2-—WOF: —T-—"NFEFE_FT—NFHEH) WFIEEIE 13,652,000 T( ==
—PO4E : 8,245,000 7T ) BRI ©

RZZE—RAF+ZA=+—0 ' KEEIWEF2,008,000/87L(=F—M4F : 1,305,000
BIL) 2 & T M B A 7] A 45 2 A A] 48 &+ 2 X 0 B¢ 78 #E 52 33,636,000/ 7L (= &
—PU4F : 19,964,000787T) ZIREFTESFH B E - IIHREEEMIEHIEL T AR
FREBUR - W B 55 LR R AN 2 12 0] 8 R AR R D AL AR F -

ERACERAEER AR | 2 AFEH
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18 Inventories

Notes To The Consolidated Financial Statements

B F BRI

2015 —ZE—HF

2014 =& —M4&F

Raw materials R#1 £}
Work in progress 7%
Finished goods and trading merchandise £LA% & & & 5 & i

The cost of inventories recognised as expense and included in “cost of sales” amounted to HK$230,025,000 (2014:
HK$168,204,000) and the write-off of inventories included in the “cost of sales” amounted to HK$1,228,000 (2014:
HK$573,000) for the year ended 31 December 2015.

19 Trade receivables and other current assets

HK$'000 F7&7T HK$'000 /87T
61,872 44,384

4,350 2,471

94,037 74,170

l 160,259 ) 121,025

HE-Z—FAF+-_A=1+—"HLLFE  BERAEFAI LA [HEKRAK] OFEKA
7280,025,000/8 70 (ZZ — U4 : 168,204,000/ 7T) * 5H A [$HEKA | 77 S

/31,228,000 87T (=T —PI4 : 573,00087T) °

19 B 5 ME WG T S H At e B 5 7

Trade receivables & 5 & Y5118
— fellow subsidiaries [F % Ffi & 2 7]
— joint ventures & &%
— associate f & /A 7]
— third parties 5 =77
Trade receivables & 5 & IA
Prepayments and other receivables T8 {~f 5k 38 & EL b i U 5008
Deposits &4
Amount due from a joint venture (Note b) & Uk & & 1> 2 8 (M b)

Notes:

() The fair values of trade receivables and other currents assets approximate their carrying amounts.

(b) The amount is repayable on demand, unsecured in nature and bears no interest.

(c) Retail sales at the Group’s stores are usually made in cash or by debit or credit cards. For wholesales to distributors (including

fellow subsidiaries, joint ventures and an associate), the Group normally grants credit periods ranging from 30 to 90 days.

At 31 December 2015 and 2014, the aging analysis of trade receivables based on invoice date (including amounts due from related
parties of trading in nature) is as follows:

2015 = —H%F 2014 —Z—F
HK$'000 F3& 7T HK$'000 T8 7T
52,422 50,507

669 986

507 -

117,517 75,887
171,115 127,380

25,168 21,337

16,268 14,883

1,114 1,114

213,665 164,714

(@) B RUGGAREMRBEEN AR BEREREERS

(b) ZARBANEREER - MIEARBE -

(© FEEFTEEXBBEURS  BRFAHEARET IRBBETFOHB(BERAMNBEA
Al AERERBEARME AREBERENEEHA/0EWA

RZB-RAFR-F-NF+-A=+—H REZFRAHNEZREFR(2ERKE
ENE SR KRR DTN

Up to 3 months =1& A sk AR
3to 6 months ==/~ & A

6 months to 1 year N EAZE— &
Over 1 year —F A £

(d) At 31 December 2015, the Group’s trade receivables of HK$68,943,000 (2014: HK$51,956,000) were past due but not impaired.
These trade receivables relate to a number of customers, including group companies, for whom there is no recent history of
default.

The aging analysis of these trade receivables is as follows:

2015 —Z—HF

2014 —Z&— &

HKS$'000 F 38 7% HK$'000 F 57T
153,842 113,804

11,009 9,629

3,806 3,922

2,458 25
75 127,380

©) RZF—AFTZA=1+—H AKENE FEKHIE68,943,000/& (= F —M%F :
51,956,000 7T) E@HERRE - %EBHRUARBERSZUEF (REEEAR) A

1% S EA A R AR 8 o

ZEE S RRTIRARESTAOT

Past due less than 3 months #1537 = {& A
Past due within 3 to 6 months #1H1 = % /< {f A
Past due over 6 months #3718 A 2A £

(e) At 31 December 2015, no trade receivables of the Group were impaired (2014: nil).
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2015 —F—HF

2014 —Z—MF

HK$'000 T8 7T HK$'000 T/&7T

55,545 40,765

10,940 11,166

2,458 25

( 68,943 | 51,956

© R-F—AF+-_A=1+—H AEEVEEFEREFACHE(ZF—MNF : &) -

ERACERAEER AR | 2 AFEH
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G BRI B F BRI

. . =y E Neiy pd
19 Trade receivables and other current assets (Continued) 19 & 5 MEICGHRIE S HAth i Bl 5 7 (i)
Notes: (Continued) B 5 (48)
(f) The carrying amounts of the Group’s trade receivables and other current assets are denominated in the following currencies: G} AEBME S EKEIER MRS EERNEMEN T EEiE :
2015 =2 —HF 2014 =2 —MF
T mwirm sest—= ) -
HK$000 F&7T HK$'000 FH57T
Hong Kong dollar 77T 127,013 85,895
Renminbi A % 69,959 58,120
South Korea won 27T, 4,409 7,517
United States dollar 27T 1,415 4,886
Australian dollar &7t 1,309 1,534
Singapore dollar #7113 7T 1,249 1,260
New Zealand dollar #f 78 & 7t 49 2,262
Other currencies H & # 8,262 3,240
213,665 164,714
o Other currencies mainly include Arab Emirates dirham, Swedish krona and Euro. L Hh &% B miEf Bt g mi ImH s RS REUT °
©) At 31 December 2015, the Group does not hold any collateral as security (2014: nil). (©) AEEN A R R ERER(ZT—HE : &) -

20 Cash and bank balances 20 & MR THEER

2015 —ZE—HF 2014 —Z— 44
f ) -
HK$°000 87T HK$’000 F&7T
Cash and cash equivalents 24 KR & ZEY
— Cash at bank and on hand #8717 & EFH & 547,284 301,584
— Short-term bank deposits with original maturities within three months & 2[R & =1{& A sk LA 2 52 HRSR 1717 73X 212,576 261,799
759,860 563,383
Short-term bank deposits with original maturities exceeding three months RHAMR & =18 A LA £ 2 5 EiR 1717 30 520,406 470,529
Total 85t 1,280,266 1,033,912
At 31 December 2015, the Group has no bank overdraft (2014: nil). R-Z—HAF+-_A=1+—8 AEEFEBTEZ(ZT—NF : &) -
At 31 December 2015, the Group’s cash and cash equivalents and short-term bank deposits included balances of RZZE—RAF+_A=1+—0 Ax5ENHES KB eSEYVUAREBRIRTEREEL
HK$33,089,000 (2014: HK$31,851,000), which were deposits with banks in the PRC. The remittance of such balances #£33,089,000/8 7L (—Z — U4 : 31,851,000/87T) © s ZXEBEFHRHR ZET
out of the PRC is subject to the rules and regulations of foreign exchange control promulgated by the PRC government. KT o Bz S5 A T BIZBE  AP BB AR R INEE SR A REAREEE o
The carrying amounts of the Group’s cash and cash equivalents and short-term bank deposits are denominated in the AEEMRS KRS ESEMUREHRRITERNEREENL T EBHE -

following currencies:

2015 —=Z—HF 2014 —Z—MF
( HKS000 FBT | HK$000 T
Hong Kong dollar 77T 1,164,908 918,802
Renminbi A B # 33,292 32,233
Macao pataca 2F97T 19,073 18,397
Singapore dollar i3 7T 18,930 20,361
Canadian dollar jii7T 10,318 8,246
United States dollar 7T 8,246 3,845
Australian dollar Y27 6,464 20,030
Arab Emirates dirham BB 2§ 347 45 2,463 4,884
Other currencies EAth &% O 16,572 7,114
1,280,266 1,033,912

™ Other currencies mainly include Euro, New Zealand dollar and Swedish krona. ™ Hih E¥ B aIERIT « HramEx RinH#EEd o
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21 Share capital

Notes To The Consolidated Financial Statements

B F BRI

21 R

Ordinary shares issued and fully paid: 2217 & 8 & Z @R

At 1 January 2014 R=Z—WFE—F—H

Transition to no-par regime on 3 March 2014 (Note) A == —MM 4 = A = BiBE =R 5 EmEHIE ()
At 31 December 2014 A—Z—ME+=-H=+—H

Issue of ordinary shares relating to business combination (Note 27) 1> %4 #2178 & @M% (K5 27)

At 31 December 2015 R=Z—HF+=A=+—H

Note:

On 3 March 2014, the new Hong Kong Companies Ordinance (Cap. 622) (“New CO”) came into effect. The new CO abolishes the
concepts of nominal (par) value, share premium and authorised share capital for all shares of Hong Kong incorporated companies. All
amounts received for issuing equity shares of a company should be recorded as share capital. Pursuant to the adoption of the New CO,
the balance of share premium was transferred to share capital.

22 Reserves

Number of shares Share capital Share premium
R &R IR BREE
HK$’000 F & 7T HK$’000 F & 7T HK$°000 F#& T
830,000,000 415,000 452,363 867,363
- 452,363 (452,363) -
830,000,000 867,363 = 867,363
7,100,000 71,426 - 71,426
837,100,000 938,789 = 938,789

FfE

REZE-—WFE=A=H - FEBCRBEH) (£622F) (R A RHEHI) ERK o F D AHEDIRER T &
BRMAZARWAERNDEE  BRAREREERARS o AR BITRARD YERE A K
RS ABA - REBFMBIAFGE] - RS ENEHRE EHERA

22 fikdi

Merger Statutory
reserve Other reserve Exchange Retained
A Bt (Note a) reserve JiEf#E (Note b) reserve earnings
(Kzxa) Hithf s (H¥zEDb) E R f#E R EB IRz
HK$'000 F#7T  HK$000 T/  HK$000 FiEr  HKE000 AT  HKE000 FHET — HK$000 FE7T
At 1 January 2014 R—Z—F—H—H (13,124) 742 1,634 6,141 410,959 406,352
Comprehensive income %= & I
Profit for the year 4F & /5 ( - - - - 287,124 287,1 24 )
Other comprehensive loss B4R & &8
Currency translation differences &% 3 #1 = 5
— Group A& E = - - (8,143) - (8,143)
— Joint ventures and an associate & & (b % [ Bt & A 7] L - - - (547) - (547) )
Total comprehensive income %= & U & 48 58 - - - (8,690) 287,124 278,434
Transactions with owners in their capacity as owners 2R i E UEEEN SR ETHR S KB ( )
Transfer of retained earnings to statutory reserve B2 (R 28 Ik 25 =74 1 - - 1,293 - (1,293) -
Dividends relating to 2013 (Note 13) — = — =4 AR 2 (Kiz£13) L - - - - (66,400) (66.400) |
Total transactions with owners in their capacity as owners S35 Fi G & LLH T B &M B IETHR S K458 = = 1,293 = (67,693) (66,400)
At 31 December 2014 R=Z—mE+=H=+—H (13,124) 742 2,927 (2,549) 630,390 618,386
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22 Reserves (Continued)

Merger reserve

(Note a)
AOHEE (izta)

Notes To The Consolidated Financial Statements

B F BRI

22 fi#f (#)

Statutory
Other reserve Exchange Retained
reserve (Note b) reserve earnings

HibfEfE EERE (MEb) bE 7 1 R W sk

At 1 January 2015 R=—Z—HF—HA—H
Comprehensive income 4R & W&
Profit for the year 4 [& F1);#
Other comprehensive loss 4R & 518
Currency translation differences & i #1258
— Group ANEH
— Joint ventures and associates & & 1> 3 K Hf & /A 7]

Total comprehensive income %= & U & 48 48

Transactions with owners in their capacity as owners BRI E UK FTEEN SR ETHR S NEEE
Transfer of retained earnings to statutory reserve (R BN 2 A EEE

Dividends relating to 2014 (Note 13) —Z— U4 {ARIR% B (KizE13)

Changes in ownership interests in a subsidiary without change of control 4452 i #£ 2k 42 KO fff 8 A B2 2

Total transactions with owners in their capacity as owners B2z i & UEFIEE N B D ETHR S HNELE
At 31 December 2015 R=Z—HF+=A=+—H

Notes:

() Merger reserve of the Group represents the difference between the net book value of the entities that had been acquired and the
investment consideration paid by the Company to effect a reorganisation that took place in 2010.

(b) The PRC laws and regulations require companies registered in the PRC to provide for certain statutory reserves, which are to be
appropriated from the net profit (after offsetting accumulated losses from prior years) as reported in their respective statutory
financial statements, before profit distributions to equity holders. All statutory reserves are created for specific purposes. PRC
company is required to appropriate 10% of statutory net profits to statutory surplus reserves, upon distribution of its post-tax
profits of the current year. A company may discontinue the contribution when the aggregate sum of the statutory surplus reserve is
more than 50% of its registered capital. The statutory surplus reserves shall only be used to make up losses of the companies, to
expand the companies’ production operations, or to increase the capital of the companies. In addition, a company may make
further contribution to the statutory surplus reserve using its post-tax profits in accordance with resolutions of the board of
directors.

23 Borrowing

HK$’000 F7#& 7T

HK$'000 8T HK$000 FHET HK$000 FET HK$000 FHET HK$000 FHET

(13,124) 742 2,927 (2,549) 630,390 618,386
1 N - - - 354,249 354,249
_ _ - (9,985) - (9,985)
_ - - - (2,109) - (2,109) )
= = = (12,094) 354,249 342,155
e N
_ _ 1,203 - (1,203) -
= = = = (83,710) (83,710)
L = 88 = = = 88 )
= 88 1,203 = (84,913) (83,622)
(13,124) 830 4,130 (14,643) 899,726 876,919
BEE

(@) AEENAHHRBECEKEERNEIFEEARARRAAR T2 FETEMAMINHER
ARENER -

(b) RENERRERATE - AT EEM AR RRERSEADIRIER - ARS BEEMER
RPN 2 EAEAE R AEFENRAERER) B - DEFRAEERE TATHE - A
AERBEHREERBEMRL - PERIBRAIKE FEARTRTEE - AREE RSB
BOBOEEFHEA10% © & R RDETE 8RR E R @B BEEM & A/ 50% i - RAR]A]
FIEAE  AERMFEFHERTRERARAINER  BARANEESELIEMARNE
Ao Jphh - RBEBRERER - ARAEBERBREIIEREEB2RFHEFBELE—SHK -

23 BE

2015 —E—H%&E 2014 —ZE—M4&

Secured bank borrowing & #E R 1T E

Notes:

(a) The bank borrowing is secured by the land and building of the Group amounted to HK$12,258,000 (2014: Nil) (Notes 15).

(b) The bank borrowing bears interest at 1.5% plus the bank bill rate of the day in Australia per annum and is wholly repayable in 2020.

The Group has HK$7,637,000 undrawn borrowing facility with floating rate expiring beyond one year.

() The bank borrowing is denominated in Australian dollar and its carrying amount approximates its fair values.

24 Trade and other payables

HK$’000 F & 7T HK$'000 F%& 7T
561 =

(@ RITEF A E A 12,258,000 B H# 8 130 R A& THER (ZF—0F : &) (HiFE15)

(b) RITEFIRAFTRRITRIZFIE NN 1.6% R F5E - W B IRITIFHRER 20205 2 FEE ©
7R 5 B HK$7,637,000 AR ) A KO fE B BB o HL S B M) 3 5| H RS Rl iR — 4F o

(© RITFEFOARTTHE - BRRAEEARBEMSE °

24 HE o R HAMIEN #KIH

Trade payables & 5 & 5178

— fellow subsidiaries [7 Z i &2 &)

— intermediate holding company = fE#5f% A &)

— immediate holding company E ZiZ% A 7

— third parties =77
Trade payables (Note a) & 5 FE I 50E (it a)
Accruals and other payables FE=T 2 f K H fh fE - 38
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2015 =2 —AH% 2014 —Z— 4
(e —wm=) .
HK$’000 Fi& 7T HK$'000 F& 7T

122 955

4,422 8,624

89 5,287

30,716 23,291

35,349 38,157

41,635 32,716

\ 76,984 70,873
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. Bz &1,
24 Trade and other payables (Continued) 24 5 S HABMEAS FRIE (#)
Notes: e
@ At 31 December 2015 and 2014, the aging analysis of the trade payables (including amounts due to the related parties of trading in (@ RZZ—RFR-ZE—NE+_A=1+—H REXZAHNE S EMNRE(BEENE
nature) based on invoice date is as follows: BHMESIIE) MRROTINT ¢

2015 = ZF—FHF 2014 =2 —F

HK$’000 F3& 7T HK$'000 F & T
Up to 3 months =18 A 3k AR 34,094 29,392
3 to 6 months =Z /<1 A 232 4,456
6 months to 1 year /<8 A ZE—4F 449 3,749
1to0 2 years —EMF 574 560
l 35,349 ] 38,157
(b) The carrying amounts of the Group’s trade and other payables are denominated in the following currencies: (o) AEEE S REA RN FRIBRREEN T EEEHE -
2015 == —HF 2014 =T —M4F
( HKk$'000 T ) HK$'000 T87%
Hong Kong dollar # 7T 32,880 15,322
Renminbi A R #& 27,956 35,312
Australian dollar 27T 3,305 4,679
Singapore dollar #7013 7T 1,885 5,587
Macao pataca 2F97T 1,588 1,316
New Zealand dollar #f 78 # 7T 1,569 1,516
Canadian dollar 7T 1,503 3,566
United States dollar 27T 237 1,715
Other currencies E &% O 6,061 1,860
76,984 70,873
Ul Other currencies mainly include Brunei dollar, Korean Won, Pound sterling, Euro, Arab Emirates dirham and Poland zloty. 4 HEtE®FE@IEFT - Bor - BE - Bt - B ahE RORMZLEIR -
25 Notes to consolidated statement of cash flows 25 APFBLET R R MR
(a) Cash generated from operations (a) REFMEEZERS
2015 = ZF—HF 2014 —ZE—F
( HK$'000 T8 | HKS000 T
Profit before income tax B BT 5% 5il FlE 456,614 355,219
Adjustments for: BtLA I8 B FH%E -
— Amortisation of prepaid operating lease payments (Note 6) T8 1< 48 4 F8 & 78 # 1 (K 5£6) 543 543
— Depreciation of property, plant and equipment (Note 6) #1% - iR N & @ & (KizE6) 21,589 17,596
— Amortisation of intangible assets (Note 6) &7 & Z&#4 #5 (3£ 6) 1,083 =
— Write-off of inventories (Note 6) 17 & 4584 (Ff3E6) 1,228 573
— Loss on disposal of property, plant and equipment (Note 6) & ¥% - FiE & &4 2 B8 (ftiE6) 444 39
— Finance income, net (Note 9) /%81 # U 25 (H5£9) (8,534) (11,451)
— Share of loss/(profit) of investments accounted for using the equity method (Note 10) #Z 25 A A BR 2 E(E R EEIE,
(F18) (FFsE 10) 4,395 (249)
477,362 362,270
Changes in working capital: && & & &
— Inventories 17 & (11,545) (21,087)
— Trade receivables and other current assets & 5 & B & E iR B & &= (23,618) (32,378)
— Trade and other payables 2 5 K EAth f& - 5/ 1B (14,834) 3,246
Cash generated from operations &£&FE4E 2B e 427,365 312,051
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25 Notes to consolidated statements of cash flows (Continued)

(b) In the statement of cash flows, proceeds from disposal of property, plant and equipment comprise:

Notes To The Consolidated Financial Statements

B F BRI

25 GOFB S R 2R o)
(b) BeHRERT  HENE  MERREFEWEOE

Net book amount (Note 15) BREE (& (K3 15)
Loss on disposal of property, plant and equipment (Note 6) H & #1% - BE & &2 B8 (HisEe6)
Proceeds from disposal of property, plant and equipment & #1% - BE K& & AT 1S 708

(c)  Acquisition of a subsidiary (Note 27)

2015 —ZE—H%F 2014 —ZE—M4%F

HK$’000 T8 7T HK$'000 T 7T
444 39
(444) 39)

- -

() WEKHEAR (FEE27)

2015 —F—HF 2014 —ZT—F

( HK$000 FERT | HKS000 FHIE

Property, plant and equipment ¥1% B /E & & 5 384 -
Customer relationships % F 1% 13,000 =
Trade receivables and other current assets 2 5 fi W 28 K H A i 8) & &= 30,910 —
Cash and cash equivalents 3 & &3 & EEY) 3,197 =
Inventories 17 & 33,859 -
Deferred income tax liabilities & EFT15 5 & & (1,840) =
Trade and other payables 2 5 K £l & < 7% 18 (32,701) =
Income tax payables FT{5%i & (& (3,658) =
Net assets acquired (Note 27) FriifE & EFE A2 BE (MiFE27) 43,151 =
Non-controlling interest E#22 % # 25 (21,144) =
Goodwill F5 49,419 =
Consideration X{& 71,426 -

The analysis of net cash flow in respect of acquisition of a subsidiary is as follows:

WK B AR FREMANMAT

2015 =2 —HF

HK$’000 F& 7T

Cash consideration settled in cash® AR & Eff 2 IR EREO
Cash and cash equivalents acquired Tl iE 2R E MRS ZEY
Total cash inflow from the acquisition 3 (&5 4z 88 2 3R & 7 A %8

M The consideration for the acquisition of the subsidiary was settled by issue of ordinary shares of the Company.

(d) Disposal of interest in a subsidiary without loss of control (Note 28)
The analysis of net cash flow in respect of the disposal of interest in a subsidiary is as follows:

3,197

2014 —E—M&

HK$'000 F/&7T

l 3,197 l -

D ARBBETRDERSBEHBARNRE -

(d) FERREHRET HEHEAR (HE28)
FRAHEMNBERRAFRSIROFTAOT :

Cash consideration, net of direct costs 3 &A(B + B 0BR B A
Cash and bank balances disposed of Fff i & 2 38 4 & $R1T 4584
Total cash inflow from the disposal 58 B H & Z 31 & i A 4858
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2015 —&E—H&E 2014 —ZE—M4&

HK$000 F &7t HK$'000 F&7T
1,009 =

l 1,009 ] =
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26 Commitments

(a) Capital commitments

Notes To The Consolidated Financial Statements

S NiRiupgE e
26 HKIE

(a) EREE

Contracted but not provided for: & 5] #7118 A& # &
— property, plant and equipment #1% - Bz & 5%

— investment in an associate A & B A Bl H) % &

(b) Operating lease commitments
The Group leases various retail outlets, warehouses and staff quarters under non-cancellable operating lease
agreements. The lease terms are between 1 and 10 years and certain lease agreements are renewable at the end
of the lease period at market rate.

The future aggregate minimum lease payments under non-cancellable operating leases are as follows:

2015 —ZE—H%F 2014 —ZE—M4%F

HK$’000 T8 7T HK$'000 T 7T

12,985
3,993

(b) REEEFRE
AEERBEIIRECEHNERSZETEERH AEREIRS - HENT
1E10F - & THAATNEAPARERTSESELQ -
BB RIS EHEN R R ERE N FAEENT

2015 —&E—H & 2014 —ZE—M4&

No later than 1 year —&F A
Later than 1 year and no later than 5 years —4F JA F ZEHF LR
Later than 5 years F A £

27 Business combination

On 27 February 2015, the Company completed the purchase of 51% of the issued share capital of Honour Essence
Trading Limited, a limited company incorporated in Hong Kong which is principally engaged in the distribution of Chinese
medicine products in Hong Kong, at the total consideration of HK$71,426,000 which was settled by the issue of
7,100,000 ordinary shares of the Company to the vendor. As a result, Honour Essence Trading Limited became a
subsidiary of the Company.

As a result of the acquisition, the Group is expected to further expand its distribution business in the existing markets,
broadening the Group’s revenue source. The goodwill of HK$49,419,000 arising from the acquisition is mainly

attributable to the expected synergies derived from the acquiree’s management know-how.

The following table summarises the consideration paid for the acquisition, and the amounts of the assets acquired and
liabilities assumed at the acquisition date.

At 27 February 2015

HK$°000 F & 7T HK$'000 F%& 7T
42,157 45,478

67,389 72,108

3,274 10,706

l 112,820 l 128,292

27 FEBEDE
RZT—RAF-_A=++tRH  AARMEH 77,100,000 &L @A 75 X ZARE
71,426,000 8 T WBAEB S ER AR (REBEMKILZ RG]  EBEEEHR
BN BEER)S1%MEBRTRA - Hitt - KEBSERARKARARINHEA
a o

AEERERRRBRE - THRBEM S HER  BIMAKERARIR © LR
Mo fi 2 A B9 7 B HK$49,419,000 X ER B 1R UK IB 77 & TR AR BREE AR HOTRER 1 1D 248

TREERINHRERBEAMBANEEMAEAS

R-Z—HEF-—A=—1++tH

Purchase consideration: & A A& :

— Equity instruments (7,100,000 ordinary shares) # s T £ (7,100,000 I &%)
Recognised amounts of identifiable assets acquired and liabilities assumed B RN A BINBANEER GTNERS
Property, plant and equipment (Note 15) #1% ~ B K a&f& (H7£15)

Customer relationships (Note 16) % F B (& (HizE 16)

Trade receivables and other current assets & 5 FEUCRIE & H 75 8) &
Cash and cash equivalents I8 & &35 & Z(EY)

Inventories 17 &

Trade and other payables & 5 K £ i & (< 738

Current income tax liabilities & HAFf 1551 & &

Deferred income tax liabilities (Note 17) MEFEFTSHL & & (3£ 17)

Total identifiable net assets A5l 1 F & ELLEE

Non-controlling interest FF#2 A% #E 25

Goodwill (Note 16) 2 (£ 16)
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71,426

384
13,000
30,910

3,197
33,859
(32,701)

(3,658)
(1,840)
43,151

@1,144)
49,419
71,426
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27

28

29

. . . A /\ A

Business combination (Continued) 27 EBEDE )
Acquisition-related costs of HK$343,000 have been charged to general and administrative expenses in the consolidated UeBEHRRAAK AN 343,000 B TEREBE T —AFE+ - A=+—A L EENAHNER
financial statements for the year ended 31 December 2015. FA—RRITHFASZ R -
Honour Essence Trading Limited contributed revenue of HK$144,803,000 and profit of HK$25,663,000 to the Group for BT RAF_A-t++tBHE-_ZT—RAF+_A=1t—HIHE  REBEZERAA
the period from 27 February 2015 to 31 December 2015. BRIASE /U A 144,803,000 7T & F))H & 25,663,000 75 7T ©
Had the acquisition occurred on 1 January 2015, the consolidated revenue and the profit of the Group for the year Mt B EER T —AF—A—A%4%  A5EHE-_T—RAF+t-A=1+—HL
ended 31 December 2015 would have been HK$989,559,000 and HK$377,148,000 respectively. FEZAFRARFES B A 989,559,000 74 7T & 377,148,000 /& 7T

. . . . qe . T = J\ =
Disposal of interest in a subsidiary without loss of control 28 (EAKPEHIRE T & &2 =
On 2 March 2015, the Company disposed of 9% of interest in a subsidiary, Beijing Tong Ren Tang (Auckland) Limited —T-—AF=A=H  ARARAKE 180,000 40 7 T (FHZ F 1,009,000 7T) [ —
(“TRT (Auckland)”), to an independent third party at a consideration of 180,000 New Zealand dollars (equivalent to UBIE=FHE—KMBARIRECEZ(R=f@)BRAR(TRICE (B=HE)])
HK$1,009,000). After the date of disposal, the Company remains to own 51% equity interest in TRT (Auckland). The H)9% i - REER @ ARANFHERCE (BRTE)51%iE - ACE (RTH) &
carrying amount of the non-controlling interests in TRT (Auckland) on the date of disposal was HK$921,000. The Group JEFERRRE e A B AYBRE{E A 921,000 78 7T o A5 B FE v JE 58 AR A 25 48 0 921,000
recognised an increase in non-controlling interests of HK$921,000 and an increase in equity attributable to owners of the B BB TARREA ARNERIEMNSS,0004T - BICE (R WEREE Y
Company of HK$88,000. The effect of changes in the ownership interest of TRT (Auckland) on the equity attributable to BET—RAFT-A=1+—ALFERBRARREE ANBENZERENT -

owners of the Company for the year ended 31 December 2015 is summarised as follows:

Carrying amount of non-controlling interests disposed of & FE12 ik 4 25 ) BRI (& (921)
Consideration received from non-controliing interests B FE 42 B #E 25 U B EY 418 1,009
Gain on disposal recognised within equity 7£ 4 2 # #E32 & F1)15 88
. . . . z — K .
Significant related party transactions 29 H KB 725
At 31 December 2015, two subsidiaries of Tong Ren Tang Holdings, Tong Ren Tang Technologies and Tong Ren Tang R-ZE—AF+_A=+—0 RACELEQARNMENBARRCEREERCE
Co., Ltd. directly own 38.05% and 33.62% of shareholding in the Company respectively. Tong Ren Tang Co., Ltd. is RDERARDBIEREFEHE AR F]38.05% & 33.62% o o - ZRMNDER AT INA
also the controlling shareholder of Tong Ren Tang Technologies. Tong Ren Tang Co., Ltd. effectively owns 71.67% ACERENERRERE RACEZEROERARDERFBTERRRT1.67%RE - AT
equity interest in the Company. The remaining 28.33% of the shares are widely held. 28.33% MR EIZIFH °
The Board of Directors of the Company regards Tong Ren Tang Technologies as the immediate holding company, Tong ARRESERRACERBAEEZERAR  BCERMNER AR AT EZERAF R
Ren Tang Co., Ltd. as the intermediate holding company and Tong Ren Tang Holdings as the ultimate holding company, BCEEBARARKERAR %S5 ARIHRF EEMAKL

all of which are companies incorporated in the PRC.

In addition to those disclosed in other sections of these consolidated financial statements, the following transactions BRZESHPBEREREMELHAMEEEIN 0 TR ST HERRE T #1T :
were carried out with related parties:

(@) Sales and purchases of products (a) HERBEEM
2015 —B—HE 2014 —E—M&
Note FfizE HK$’000 F3#& 7T HK$'000 T3 7T
Sales of products to: $HEER T :

Joint ventures & & {3 0] 2,809 3,052
Fellow subsidiaries [7 Z K1 & 2 7] 0 124,946 126,100
An associate B A 7] (i) 773 =
128,528 129,152

Purchases of products from: B LA A 7] S Z &
Immediate holding company B &2 %A 7] 0] 15,835 13,652
Intermediate holding company A &5 i% A & (i) 47,325 36,741
Fellow subsidiaries [ % [ /& A &) 0] 1,745 2,747
64,905 53,140
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29 Significant related party transactions (Continued) 29 E KRBT 25 ()
(b) Royalty fee income (b) mEEABERE
2015 —ZE—HF 2014 —ZE—F
Note Bff =t HK$’000 F#& T HK$000 FH7T
Royalty fee income from joint ventures 2R B & & 1% 2 m k& A & e (i) 784 621
(c) Rental expense (c) 7MHELpx
2015 —F—HF 2014 —ZT—F
Note Bff#% HK$’000 F & T HK$000 T 7T
Rental expense to a fellow subsidiary @& R KB A E 2 &M% 0} 1,800 1,800
(d  Key management compensation d) FEESBEASHH :
Key management includes directors (executive and non-executive) and senior management. The emoluments FEEEBABERITRIFEPTESTNSREEAS - HEERBRNEZERE
paid or payable to key management for employee services is as follows: ABX NS ERNHMEIT

2015 —B—HE 2014 —B— &

HK$’000 F &7t HK$'000 F/&7T
Salaries and other short-term employee benefits 4 1 H {152 2{E 2 12 7 11,402 10,215
Pension costs — defined contribution plans R A £ KA — E BT E 180 132

l 11,582 ) 10,347

Notes: B 5

[0) These transactions were conducted in the normal course of business at prices and terms mutually agreed between the (0] ZERGN—MRESBIZPIRE TS 0 E OB RIGTHET
parties involved.

(ii) The royalty fee is charged annually by the Company at predetermined rates ranging from 1% to 3% on turnover of its joint (i) MEERENARRIRBEREEAEGEABTEEEN TZEAECEEEEN1%
ventures in accordance with the royalty agreements. Pursuant to these agreements, these joint ventures are allowed to E3%IRFWE - RIBZZWZ  RZCECEEEUTRCE] RREERS -

trade under “Tong Ren Tang” brand name.
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30 Principal group companies

The following is a list of principal group companies at 31 December 2015 and 2014:

30 FHEELE/AH]

TXHEIN - E-—AFR-_Z-—OF+-A=+—HNEERA :

Name £7§

Subsidiaries Fff &2 7]

(U]

Beijing Tong Ren Tang Chinese Medicine Company Limited

Directly held by the Company

KAREERE

Beijing Tong Ren Tang International
Natural-Pharm Co., Ltd.

I RACEBEREEFRRR O

Beijing Tong Ren Tang (Australia) Pty. Ltd.

IERFEE CRARE) ERAR

Beijing Tong Ren Tang Science Arts
(Singapore) Co Pte. Ltd.

IERREEF IS () FLABRAE

Beijing Tong Ren Tang (Toronto) Inc.
IRECE(ZREZ)BERAG

Beijing Tong Ren Tang Canada Co., Ltd.

ERFECZ(NER)ERAF]

Beijing Tong Ren Tang Gulf FZLLC
IRACEZEFRAA

Beijing Tong Ren Tang (Macau)
Company Limited
JERECE CRF) AR AR

Place of incorporation

and kind of legal entity
SRR S MY B R A AR
oL

PRC, limited
liability company

T BRAF

Australia, limited
liability company
RANE - BRAF

Singapore, limited
liability company
g - ERAR

Canada, limited
liability company

NEeEX - ERATE

Canada, limited
liability company
MEX - BRAA

United Arab Emirates,
limited liability company

Pl A& pg RED -
BRAA

Macao, limited
liability company

R BRAF

Annual Report 2015

Principal activities and
place of operation

TEXEBRQL I

Sale and distribution of Chinese
medicine products
and healthcare products

SHE R $HHH 25 m B R 2

Beijing, PRC

FE - dER

Wholesale and retail of Chinese
medicine products
and healthcare products
and provision of Chinese medical
consultation and treatments

BB R TE A B E B R A
KR B 2B AR TS

Sydney, Australia

BAFTE - &fE

Wholesale and retail of Chinese
medicine products
and healthcare products
and provision of Chinese medical
consultation and treatments

R TE 2 m R EmIA
Rt B2 BERYG

Singapore

BTl

Retail of Chinese medicine products
and healthcare products
and provision of Chinese medical
consultation and treatments

TE B BRI DA R AR it
hEZERS

Toronto, Canada

mex  Zm%

Retail of Chinese medicine products
and healthcare products
and provision of Chinese medical
consultation and treatments

T P B BLR DA R AR it
2 RIRS

Vancouver, Canada

MEX - REFE

Retail of Chinese medicine products
and healthcare products
and provision of Chinese medical
consultation and treatments

TE P B i BLR 2 o DA SR R it
PR ERY

Dubai, United Arab Emirates

A RE S RE - B

Wholesale and retail of Chinese
medicine products and
healthcare products and
provision of Chinese medical
consultation and treatments

HERTEREERERRBRIAR
TRt BB RS

Macao SB[

Particulars of
issued share capital

BRITRAFE

HK$10,000,000
10,000,000 7T

AUD1,000,000
1,000,00027T

SGD857,000
857,000 % 103 7T

CAD100
100 & AT

CAD1,000,000
1,000,000 INEATT

AED1,920,000
1,920,000 B B 25 st 7 4

MOP1,000,000
1,000,000RF97T

Effective equity interest held

FrisER R

2015 —ZE—H &

100%

75%

51%

51%

51%

51%

51%

2014 —Z—F

100%

75%

51%

51%

51%

51%

51%
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30 Principal group companies (Continued)

Name £78

Subsidiaries K& & (Continued)

(U]

(i)

Beijing Tong Ren Tang Chinese Medicine Company Limited

Directly held by the Company
NN B HEFAE (Continued)

Beijing Tong Ren Tang Poland sp.zo.o0.

IERFECZE CRBE) AR AR

Beijing Tong Ren Tang (Seoul)
Company Limited
IERECE(ER)BRAR

Beijing Tong Ren Tang (Auckland)
Company Limited
ERECE(RER)BRAT

Beijing Tong Ren Tang Tong Xin
Tong Le Company Limited
ERRECERORLER A

Honour Essence Trading Limited
AREESHBRAT

Indirectly held by the Company

AR B EEEE

Beijing Tong Ren Tang (Melbourne)
Company Limited

IRACE (BRA)BERAQA]

Beijing Tong Ren Tang Pudu Health
Centre B.V.
ERECEEEEEHLARAR

Place of incorporation

and kind of legal entity

SR AR L M1t B R A A B R
bl

Poland, limited
liability company

W BRAR

South Korea, limited
liability company

HE - BRAF

New Zealand, limited
liability company
am - ARAA

Hong Kong,
limited liability company

B8 BARAH

Hong Kong,
limited liability company

B BRAF

Australia, limited
liability company

BAFZE - BRAF

The Netherlands,
limited liability company

8 BRAR

Annual Report 2015

Principal activities and
place of operation

TEEBRQE I

Retail of healthcare products and
provision of Chinese medical
consultation and treatments

TERERIARRHESEDBERS

Warsaw, Poland

R - =D

Wholesale of Chinese medicine
products and healthcare products

ArEerh g m R R E R

Seoul, Korea

R HR

Retail of Chinese medicine products
and healthcare products
and provision of Chinese medical
consultation and treatments

T P B i BLR R DA KR AR
hEZERS

Auckland, New Zealand

¥Eam Rl

Retail of Chinese medicine products
and healthcare products
and provision of Chinese medical
consultation and treatments

T P B BLR (R DA R AR it
B2 ERS

Hong Kong

B

Wholesale of Chinese medicine
products and healthcare products

BB o B2 BLR R

Hong Kong

BE

Retail of Chinese medicine products
and healthcare products
and provision of Chinese medical
consultation and treatments

T 6 B i BLARAE T A AR
hEZERE

Melbourne, Australia

JBAMEE - BRA

Retail of healthcare products
and provision of Chinese
medical consultation and

treatments
TERBRARRHHPE
LR RS

Den Haag, the Netherlands
(il =2

Notes To The Consolidated Financial Statements

B F BRI

30 EEEEANE ()

Particulars of
issued share capital

BRITRAFE

Zloty50,000
50,000 ZZ 7 1%

WON 1,0562,000,000
1,052,000,000 %2 7T

NZD2,000,000
2,000,000 ¥ Fa 7T

HK$10,000
10,0008 7T

HK$2,000
2,000/ 7T

AUD100,000
100,00027T

Euro650,000
650,000 B4 7T

Effective equity interest held

PR B R

2015 —ZE—H &

100%

51%

51%

100%

51%

38%

45%

2014 —Z—NE

100%

51%

60%

100%

38%

ERACERAEER AR | 2 AFEH
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30 Principal group companies (Continued)

Place of incorporation
and kind of legal entity Principal activities and
FMARZMth R AAER  place of operation

Name #7% =il ETEXEBRQE I

Notes To The Consolidated Financial Statements

B F BRI

30 EEEEANE ()

Particulars of
issued share capital Effective equity interest held
EBITRAFE BB ERE
2015 —Z—HF 2014 —Z—MF

Joint ventures & & %

Directly held by the Company
ARAREEFE
Peking Tongrentang (M) SDN. BHD Malaysia, limited Retail of Chinese medicine products
It RECE (BREE) BRAR@ liability company and healthcare products
BRAEDE - ARAA and provision of Chinese medical
consultation and treatments
TE A B B RE DA AR it
hEZERS
Kuala Lumpur, Malaysia
BoRAD - HER

PT. Beijing Tong Ren Tang Indo Indonesia, limited liability Retail of Chinese medicine products
ERECE (D) BRATR company ENfE * BR A A and healthcare products
and provision of Chinese medical
consultation and treatments
TE AP B o B AR o DA SR R
REEDERTE
Jakarata, Indonesia EfE + HEAniE

Beijing Tong Ren Tang (Thailand) Co., Ltd. Thailand, limited Wholesale and retail of Chinese
IERECE (GRE)BRAR@ liability company medicine products and
Z=E - BRAF] healthcare products
and provision of Chinese medical
consultation and treatments
HERTEDEERERRERAK
Rt B 2ERY
Bangkok, Thailand
=E - 2a
Union Health International Limited Hong Kong, limited Retail of Chinese medicine products
BB AR AR liability company and healthcare products
&% BRAR] and provisionof Chinese medical
consultation and treatments
TE A B BRI DA AR it
R EZERS
Hong Kong
BE

“J The English name of the company incorporated in the PRC represents the best effort by the management of the Group in
translating from its Chinese name as it does not have an official English name.

@ Although the Company owns more or less than 50% of the equity interests in these entities, the directors of the Company consider
that these entities are joint ventures of the Company because their strategic operating, investing and financing activities are jointly
controlled by the Company and the joint venture partners in accordance with the joint venture agreements rather than under the
unilateral control or significant influence of the Company.

@ The non-controlling interests of all non-wholly owned subsidiaries are individually not material to the Group.

Beijing Tong Ren Tang Chinese Medicine Company Limited | Annual Report 2015

@

( N\
MYR1,900,000 60% 60%
1,900,000 F5#
US$1,000,000 50% 50%
1,000,000 37T
THB38,000,000 49% 49%
38,000,000 Z=ék
HK$10,000 50% 50%
10,00077C )

R BEEMAMARBEAEXERE  HRANAEEAREEEFRET X AR EMN
B

BEARRAFEZEEEESNHDINE0% B - RN RIES Elh#  ZEEBORBE
& REMBEERDORARRREERHARES  MIFBARRETHEHHEES
TR WARREERAREERNARFAZERE -

PREMIERENMB AR Z FHER AR = HREREEANTE -

ERACERAEER AR | 2 AFEH



Notes To The Consolidated Financial Statements

G BRI

31 Balance sheet of the Company

Notes To The Consolidated Financial Statements

B F BRI

Assets BE

Non-current assets FERENE =
Leasehold land 8 & 1 b
Property, plant and equipment #22 ~ & & & &
Investments in subsidiaries KB A 7l 2 &
Investments in joint ventures A& & E 2 RE

Investments in associates FBf & A &) 2 &
Deposits paid for purchase of property, plant and equipment B B ¥1% - BE RREHN D Hi2E

Current assets REEE
Inventories 17 &
Trade receivables and other current assets 2 5 & U 718 & E AR Eh & &
Short-term bank deposits 52 HiR 1T 1E X
Cash and cash equivalents 3¢ &I £ % EY

Total assets BEMA%E
Equity and liabilities & & &
Equity attributable to owners of the Company &A1 B #HE A FE{G R
Share capital A&Zx
Retained earnings {#8
Total equity = #2 58
Liabilities & f&
Non-current liabilities FEREN & &
Deferred income tax liabilities #EXEFT {554 & (&
Current liabilities i &8 &
Trade and other payables & 5 & H #f & {~ 718
Current income tax liabilities & HiFT 157 & &

Total liabilities & &4 %8
Total equity and liabilities #%5 & & &4 48

The balance sheet of the Company was approved by the Board of Directors on 11 March 2016 and was signed on its
behalf.

Ding Yong Ling Lin Man

Director Director

32. Retained earnings of the Company

2015 —E—HF 2014 —Z—M4&F
() .
Note FfizE HK$’000 F7& 7T HK$'000 T 7T
17,094 17,637

185,413 193,843

229,799 133,208

31,307 31,307

3,930 -

334 902

467,877 376,897

70,374 63,681

224,350 180,815

512,790 456,142

626,346 450,884

1,433,860 1,151,522

1,901,737 1,528,419

938,789 867,363

32 900,472 621,896
1,839,261 1,489,259

3,542 3,628

28,012 17,767

30,922 17,765

58,934 35,532

62,476 39,160

1,901,737 1,528,419

ARNPFBRRN-_Z-—ANF=A+—BESESHE THUATRRES -

T K& -
EBE BF

32. EI PR WA
Retained earnings

REE Wz

At 1 January 2014 R=Z—WFE—F—H

Profit for the year 4 & 78

Dividends relating to 2013 (Note 13) =% — = & 18RI 8 (Fif5E13)
At 31 December 2014 R=Z—MNFE+=-A=+—H

At 1 January 2016 R=Z—HFE—A—H

Profit for the year 4 & &

Dividends relating to 2014 (Note 13) == — P4 BREAL S (FiFE13)
At 31 December 2015 R=Z—HF+=A=+—H

Beijing Tong Ren Tang Chinese Medicine Company Limited | Annual Report 2015

HK$'000 T8 7T
413,827
274,469
(66,400)
621,896
621,896
362,286
(83,710)

l 900,472 l
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]:Q j Informatlon for Investors

Investor Calendar

28 April 2015 2015 first quarterly results announcement

11 August 2015 2015 interim results announcement

28 October 2015 2015 third quarterly results announcement

11 March 2016 2015 annual results announcement

6 May 2016 Annual General Meeting

3 to 6 May 2016 Closure of Register of Members (for determination of shareholders who are entitled to attend and
(Both days inclusive) vote at annual general meeting)

12 to 16 May 2016 Closure of Register of Members (for determination of shareholders who qualify for the final
(Both days inclusive) dividend)

16 May 2016 Record Date (for determination of shareholders who qualify for the final dividend)

30 May 2016 Payment of final dividend

Share Information

Company Name Beijing Tong Ren Tang Chinese Medicine Company Limited

Listing The Growth Enterprise Market of The Stock Exchange of Hong Kong Limited
Stock Code 8138

Listing Date 7 May 2013

Board lot Size 1,000 shares

Issued share capital 837,100,000

as at 31 December 2015

Investor Relations Department

Beijing Tong Ren Tang Chinese Medicine Company Limited
Room 1405-09, Convention Plaza Office Tower

1 Harbour Road, Wanchai, Hong Kong

Tel: (852) 2881 7989

Fax: (852) 2881 0839

Email: ir@tongrentangcm.com

Website: www.tongrentangcm.com

Shareholders Service and Enquiries

For enquiries about your shareholding including change of name or address, transfer of shares, loss of share certificates or dividend
cheques, registrations and requests for annual/interim/quarterly report copies, please contact the Company’s share registrar and

transfer office:

Computershare Hong Kong Investor Services Limited
Shops 1712-1716, 17th Floor, Hopewell Centre

183 Queen’s Road East, Wanchai, Hong Kong

Tel: (852) 2862 8555

Fax: (852) 2865 0990/2529 6087

Email: hkinfo@computershare.com.hk

Website: www.computershare.com
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Directors

Non-executive Director
Mei Qun (Chairman)

Executive Directors
Ding Yong Ling
Zhang Huan Ping

Lin Man

Independent Non-Executive Directors
Leung, Oi Sie Elsie

Zhao Zhong Zhen

Chan Ngai Chi

Audit Committee

Chan Ngai Chi (Chairman)
Leung, Oi Sie Elsie
Zhao Zhong Zhen

Nomination Committee

Leung, Oi Sie Elsie (Chairman)
Chan Ngai Chi
Ding Yong Ling

Remuneration Committee

Zhao Zhong Zhen (Chairman)
Chan Ngai Chi
Ding Yong Ling

Company Secretary
Lin Man

Compliance Officer
Ding Yong Ling

Authorised Representatives

Ding Yong Ling
Lin Man

Stock Code

8138

Hong Kong Share Registrar

Computershare Hong Kong Investor
Services Limited

Shops 1712-1716

17th Floor, Hopewell Centre

183 Queen’s Road East

Wanchai, Hong Kong

Company’s Website

www.tongrentangcm.com

Registered Address

Room 1405-1409, Office Tower
Convention Plaza, 1 Harbour Road
Wanchai

Hong Kong

Legal Adviser

DLA Piper Hong Kong

17th Floor, Edinburgh Tower

The Landmark, 15 Queen’s Road Central
Hong Kong

Compliance Adviser

Kim Eng Securities (Hong Kong) Limited
30th Floor, Three Pacific Place

1 Queen’s Road East

Admiralty

Hong Kong

Auditor

PricewaterhouseCoopers
Certified Public Accountants
22nd Floor, Prince’s Building
Central Hong Kong
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Where the English and the Chinese texts conflict, the English text prevails. This Annual Report is printed on environmentally friendly paper
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