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As a 347-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. -
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Inwted to speak for Chinese medicine mternatlonallzahon— -
in the Boao Forum for Asia for two consecutive years,

we explored cooperation of traditional medicines and
medical services between China and other countries to
promote the global sharing of traditional Chinese medicine
in diverse dimensions through sharing our development
concept “entrepreneurship, creation, innovation” and

our overseas development experience. By making full

use of China and foreign high-quality scientific

research resources, we actively carry out scientific
research to enhance the quality of products and market
competitiveness, providing Tong Ren Tang an objective,
detailed and specific scientific data as a support for
entering into Europe and America mainstream market.
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EAST MEETS WEST

With 347 years of history, Tong Ren Tang is committed to “Two
must-do” motto and strictly complies with the self-discipline to offer
products and services with premium quality. We contribute Chinese
medicine development by serving people with excellent products,
which are manufactured with unique formulas, superior raw materials,
superb technical skills and distinguished efficacy. From offering
Chinese medicines to royal family in the past to general

public nowadays, Tong Ren Tang has become the cornerstone of
traditional Chinese medicine industry, which has been developing
through exploration and honing.
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Over 347 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.
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COLD HEAT
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Eight Principles
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Syndrome differentiation with the
Eight Principles is one of the
fundamental diagnostic methods in
traditional Chinese medicine. It refers
to the differentiation of syndromes
by the use of the Eight Principles,
namely exterior, interior, cold, heat,
deficiency, excess, Yin and Yang, to
analyze and identify the location,
severity and nature of disease, as
well as the state of contrast between
the pathogenic factors and the
disease resistance of human body.

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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SYNDROME
DIFFERENTIATION OF
EXTERIOR AND INTERIOR
It is the principle of the
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of the pathological changes
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SYNDROME
DIFFERENTIATION OF
COLD AND HEAT

Cold and heat are two principles
in identifying the nature of
disease. Cold syndrome and heat
syndrome reflect the Yin-Yang
balance state of the body where
a disharmony of Yin excess and
Yang deficiency implies cold
syndrome while a disharmony of
Yang excess and Yin deficiency

implies heat syndrome.
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COLD

Cold syndrome is a condition fesulting
from exposure to exogenous cold; or
resulting from internal damages or long-
term illness leading to Yang-Qi
depletion; or a relatiye excess of Yin
being developed inside the body

due to the over-consumption

of foods that afe cold in nature.

Cold syndrome is caused by:

the invasion of exogenous

cold ofis a syndrome of

a disharmony of Yang

deficiency and Yin

excess.
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Heat syndrome is a
condition caused by the
invasion of exogenous heat
or the transformation of cold
into heat; or extremes of the
seven emotions producing
constraint that transforms
into heat; or the over-
consumption of foods that
are spicy and hot in nature,
or the deficiency of vigor as
a result of excess sexual
activities leading to a
disharmony of Yin deficiency
and Yang hyperactivity. Heat
syndrome is caused by the
invasion of exogenous heat
or a disharmony of Yin
deficiency and Yang
hyperactivity, a syndrome
of human body in a
hyperactive state.
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Fi = or the deficiency of vigor as
’fl ?E a result of excess sexual
-] activities leading to a
é disharmony of Yin deficiency
5 and Yang hyperactivity. Heat

syndrome is caused by the
invasion of exogenous heat
or a disharmony of Yin
deficiency and Yang
hyperactivity, a syndrome
of human body in a
hyperactive state.

DY

i i 22 3

AN

Capsicum

r3

=
o #NES

=

™ oul

B
2
%
&
B
=
R
= B
E B
G|
2 [
%
2
£
=3
&
By
= 3
i

Allium
sativum




DEFICIENCY

=1
x
2
=
-7
B
I
o)
2
h
A
e
1IE
£l

o
8
£
o
il
i
1E
B
=
By

ad 2
=z

SYNDROME
DIFFERENTIATION OF
DEFICIENCY AND EXCESS
Deficiency and excess are two
principles used; to differentiate the
balance between pathogenic
influences and the body’s
resistance. Deficiency and excess
mainly reflect the state of the
body’s resistance and the strength
of the pathogens during the

process of pathological changes.

EXCESS
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DEFICIENCY
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Deficiency syndrome refers to
the insufficiency of the disease
preventing ability. Under the
deficiency syndrome, the
human body is dominated by
the weakness of the disease
preventing ability rather than
by abundance of pathogenic
factors. Clinical manifestation is
basically characterized by
insufficiency, relaxation and
decline. It is commonly seen in
chronic disease or the later
stage of disease, with a longer
course of disease.
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Excess syndrome is the
summary of various
clinical syndromes
formed by the invasion
of pathogenic disease,
or the imbalance of Yin-
Yang and Qi (vital
power) and blood
principally caused by
Yang, heat, stagnation
and blockage in the
course of disease, or
the accumulation of
pathological products
inside the body.
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S It refers to a 5 It refers to

;ﬁ]( series of gé manifestations

il manifestations E of excitation,

- of inhibition, Ev;? restlessness,
quietude, hyperactivity
deterioration and bright
and dark symptoms
symptoms under exterior
under interior syndrome,
syndrome, excess
deficiency syndrome and

syndrome and
cold syndrome.

9

heat syndrome.

9

Yin-Yang is the general principle

o B - BENE - BEMT S WM - ol @

of the syndrome differentiation

within the Eight Principles.
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During the process of diagnosis,
all kinds of diseases can be
divided into two major
categories, namely Yin and
Yang, according to the
pathological natures under
clinical manifestation. Yin-Yang
can summarize the contents of
the other six principles of the T TTTT
syndrome differentiation with
the Eight Principles, in which
syndromes of exterior, heat,
excess belong to the category of

Yang; syndromes of interior,

cold, deficiency belong to the

category of Yin.
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Founded in 1669 (Eighth year on the throne of Emperor Kangxi, Qing Dynasty), Beijing
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 was renowned in the Chinese medicine industry nationally. Inheriting the
Tong Ren Tang’s corporate motto of “Complexity and quality are not to be forfeited by
costs” over 347 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 distinguished efficacy.

“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 forge reform and
be innovative. Tong Ren Tang, an enduring national brand that overcame vicissitude,
is the symbol of quality and credibility.”

Quote from “Tong Ren Tang: Inheritance and Development” by Bian Dong Zi
(BERF(RCE : FRAZE))
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Tong Ren Tang at a Glance in 2016
2016 fE[A{- 5 8 SN N
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2018-11-23
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March

Attended the Boao Forum for
Asia Annual Conference 2016
held in Hainan, China

SRR EEERTHIEE
DNRIE 2016 FES

D

May

W Opening of the Chinese
medical healthcare and
wellness centre in Vancouver,
Canada

ORMEXATERRPES
ERER

J[113Y

B Opened one retail outlet in
Hong Kong

O AEBER-RTERR

August

W Firstly launched “Beijing Tong
Ren Tang 3D Tram Station”
and Beijing Tong Ren Tang
Tram in Hong Kong

O RXRERBRTIERECESD
YREBH RIERECER
HESEH

B Opened one retail outlet in
Hong Kong

O EEBER—HXTELR

Beijing Tong Ren Tang Chinese Medicine Company Limited | Annual Report 2016

)

September

W Officially entered the United

States (“US”) market with
opening of 3 Chinese medical
clinics and retail outlets

O EXEEXETS > H3IRH
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October

M Attended the 21st Macao
International Trade and
Investment Fair

O 2mME21ERFIHERE 5
BEREE

W Tong Ren Tang promotion
vehicle landed in Hong Kong
to provide free medical
consultation services

O RCERHE %ﬁﬂﬁ*ﬁ%
A RRHEENERS RS

W Broke Guinness World Record
of “The Largest Qigong
Lesson” with 1,680 people to
practise Ba Duan Jin

O f|WIFANRE ES - &
51,680 ABRE\FZER > R
TRAN\RBEBN B
TR g

November

. ) W Awarded “The Best Listed

Company” and our Chairman
Mei Qun was awarded “The
Most Influential Listed
Company Leader” in the 6th
China Securities Golden
Bauhinia Awards

O $REF 6 EPEESFERAR
TRELHATRIE ME
EETEEHEE RARE
H Em AR A 218

December

B Opened one retail outlet in
Hong Kong

O EEBER—RTERR
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Financial Highlights
VA A5 Fvi 22

Revenue

Gross Profit

mil

Profit for the Year

VAF 5| # i

Profit Attributable

To Owners of the Company

A |4 il |5 43 |\

1% [

Il

1,250,000 | HKS' 000

11.7%

Fa 1,084,280
1,000,000 970,477
750,000
500,000

333,039

0 2012 2013 2014 2015

800,000

600,000

400,000

200,000

0

16.8%

795,087

HK$’ 000
THET

543,031
420,043

236,092

2012 2013 2014 2015 2016

500,000
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HK$’ 000
FHET

2012 2013

2014 2015 2016

17 .42,

439,880

500,000 | HKS' 000
FHET

400,000

300,000

200,000

155,935

18.6%

220,001

354,249

420,315

@@

0

2013 2014

2015 2016

The following is a summary of the published results and assets and liabilities of the Group for the

past five financial years.

Financial Summary I 5§ %

NTAAEEBEREMBRFEEND AHEEAREERAERE -

For the year ended 31 December #E 12 31 HLLEE

2016 HK$ 000

2015 HK$’ 000

2014 HKS$’ 000

2013 HK$’ 000

2012 HK$' 000

2016 5 F#T 2015 F#T 20145 F&ET 2013 FH#T 2012 F#ET
Continuing Operations F4F& S 25
Revenue Y A 1,084,280 970,477 761,051 613,963 333,039
Gross profit £ 795,087 680,877 543,031 420,043 236,092
Profit for the year fEEEFIE 439,880 374,578 294,698 227,548 92,161
Discontinued Operations B 4% IE AT & ¥ 75
Profit for the year S EF)H - - - - 66,953
Profit for the year £ EEF|7H 439,880 374,578 294,698 227,548 159,114
Profit attributable to owners of the Company <A B A AFELFIE 420,315 354,249 287,124 220,001 155,935

2016 HK$ 000

2015 HK$' 000

2014 HK$' 000

2013 HK$’ 000

2012 HK$' 000

2016 & F#T 2015 F#T 20145 F#ET 20134 F#7T 2012 F#ET
Total assets A2 EE 2,354,822 2,026,985 1,632,541 1,410,115 668,859
Total liabilities 42 & & 127,585 118,070 95,680 100,396 101,171
Net assets BEFE 2,227,237 1,908,915 1,536,861 1,309,719 567,688
Financial Metrics BAF5351E
Gross profit margin EF| = 73.3% 70.2% 71.4% 68.4% 70.9%
Net profit margin &%= 40.6% 38.6% 38.7% 37.1% 27.7%
Current ratio RENEEE 15.9 14.7 14.5 121 5.3
Return on equity f&AS[E]#R 19.8% 19.6% 19.2% 17.4% 28.0%
Return on assets B ERFRE 18.7% 18.5% 18.1% 16.1% 23.8%
Earnings per share (HKS) &REF (B7T)
- from continuing operations & B FELE 0.50 0.42 0.35 0.29 0.15
- from discontinued operations 28 B B 48 IE A& & #55 - = = - 0.11
0.50 0.42 0.35 0.29 0.26
Dividend per share (HKS) SRS (HB7T) 0.16 0.13 0.10 0.08 0.25

6 Beijing Tong Ren Tang Chinese Medicine Company Limited

Annual Report 2016
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Chairman’s Statement
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With changes in people’s concepts of health and transformations of medical models, the philosophy of “prevention
of diseases” in TCM as well as the advantages and features in preventing and treating modern diseases of Chinese
medicine have been well-recognized and widely accepted by a growing number of countries and medical
professionals. Professor Tu Youyou’s discovery of artemisinin and its derivatives bore testament to the world that
traditional medical science with thousands of years of wisdom integrated well with modern medical science to
settle knotty healthcare issues in the world.

Targeting the overseas market with global strategic layout

The year of 2016 was a year of excitement for the development of Chinese medicine. As a commencement year of
the “Thirteenth Five-year Plan” in China, the development of Chinese medicines acted as a national strategy. As
the most representative elements in China, Chinese medicines are advancing towards the world. The first ever
passing of the legislation of “Law on Traditional Chinese Medicine” in China enabled the development of the
Chinese medicine industry to be on the track under the legal system. The deepening of medical reform provided
the Chinese medicine industry with a comprehensive development platform. The White Paper: “Traditional Chinese
Medicine in China” enabled the world to understand the oriental wisdom with a long and rich history. The
implementation of strategies including vigorous development of Chinese medicine healthcare services and
establishment of a healthy globe not only helped Chinese medicine industry to achieve the goal of “Healthy
China”, but also entrusted it with a new mission of “Healthy World”.

In the present stage, Chinese medicines have been spread to 183 countries and regions, which have become an
important component in the international medical system and are playing an active role in promoting human
health. In 2016, the Group newly opened retail outlets and Chinese medical centers in the US, which will

have a significant and positive influence on the growth and sound development of TCM in the US.

Meanwhile, Tong Ren Tang has made a substantial contribution in promoting culture of TCM,
especially in facilitating the modernization of TCM to satisfy the American’s health needs and
fostering collaborations and exchanges between China and the US in the field of TCM, so as to
further materialize the growth strategy of “Targeting the Overseas Market with Global
Strategic Layout”.

| T I

8

Beijing Tong Ren Tang Chinese Medicine Company Limited | Annual Report 2016
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Chairman’s Statement

With the rapid development of the Internet, the new social eco-industrial structure and lifestyle created by Internet
technology and information technology have become prevalent. We regard the promotion of TCM culture across the
globe as our responsibility and mission. After the launch of Tong Ren Tang’s own cross-border e-commerce platform
“trt.hk” in 2015, we established another e-commerce platform for Chinese medicine. This not only served as a
channel for foreigners to purchase premium proprietary Chinese medicine products, but also instilled new vitality
into Tong Ren Tang's overseas development, which further empowered the inheritance and sales model of this
time-honored brand with breakthroughs and innovations of the new era.

Rooted in culture, a fusion of East and West

Rooted in the Chinese traditional culture and heritage with the ancient memories of the Chinese nation deeply
embedded in its soul, Chinese medicine linked up the traditional Chinese culture and values of the Chinese nation.
As the overseas development platform of Tong Ren Tang, the Group targets the global markets with its foothold in
Hong Kong, shoulders the mission of promoting Chinese medicine culture, upholds its craftsmanship, thoroughly
explores the cultural connotation of Chinese medicine, actively boosts the cultural exchange of Chinese medicine
and practically enhances the international influence of Chinese medicine.

During the Year, we attended the Boao Forum for Asia and once again promoted the internationalization of Chinese
medicine. While Beijing and Prague became sister cities, we actively responded to “The Belt and Road”
development strategy and leveraged on TCM to nurture friendships around the world. We popularized the
knowledge of stroke prevention by organizing a stroke awareness event which called up over a thousand of people
practising Ba Duan Jin and broke the Guinness World Record. We fostered the Chinese traditional culture across the
Pacific by combining Chinese medicine with the artistic conception of Beijing opera. Through different means
including free medical consultation services and seminars carried out by Chinese medical experts, lessons hosted
by traditional healthcare experts, we allowed foreigners to take a close look at the background of Chinese medicine
with five thousand years of history and culture.

Looking forward, moving ahead

Facing the current complicated global economic landscape, the Group will continue to make efforts in developing
new products, accelerating the pace of product registration and entry in mainstream markets such as the European
and American markets, facilitating the execution of major projects overseas and establishment of retail outlets in a
steady and progressive manner, upholding innovative-driven strategies, widening customer base and reinforcing
the promotion of Chinese medicine culture, thereby uplifting the image and competitiveness of Tong Ren Tang
brand and products.

Hong Kong is the starting point and the bridgehead of the overseas business development of Tong Ren Tang.
Having been striving together for over 20 years, employees of Tong Ren Tang experienced tough time along the
path of entrepreneurship and overrode numerous hurdles. We take “Healthy life, Global choice” as our mission and
explore a path of overseas development combining the four elements of “product, medical care, culture and
scientific research” with the quiding principles of “progressive advancement, solid foundation, sale of medicine
driven by medical treatment, integration of treatment and medicine, cultural marketing, brand establishment,
stringent management and efficiency assurance”.

In the coming future, Tong Ren Tang will continue to inherit and promote the overseas spirit of “advance in unity
admist adversities”, proactively deploy additional resources and dig deep for development potentials. With
localization of scientific research as the starting point, we will reproduce the whole industrial chain involving
Chinese herbs planting and proprietary Chinese medicines processing to overseas market in a progressive manner
and produce “premium and pure” Tong Ren Tang medicine with premium natural resources overseas. In addition,
we will ensure the enhancement in our profitability and efficiency and the integration between traditional
operation and e-commerce, as well as the intergration between “sale of medicine driven by medical treatment”
and “comprehensive healthcare”. We will keep efforts in facilitating the diversity in investment portfolio and
enhancing the corporate scale and efficiency and maximising the interest of the shareholders.
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Tong Ren Tang, an enduring national treasure that overcame 347 years of vicissitude, is the symbol of quality and
integrity. It advances with times and innovates in our inheritance. Its cultural roots and development paces are in
succession from the Yue’s Family’s concept when the brand was created. When the evening lights are lit, Tong Ren
Tang, being surrounded by red walls and green tiles, is especially dazzling. Our 347-year-old prestigious brand is
still energetic and gorgeous.

Tong Ren Tang has no longer operated as factory shop nowadays. In the new era, it becomes an internationally
renowned TCM group with three major sectors, namely modern pharmaceuticals, retail business and medical
service. Tong Ren Tang's belief in quality-focused and its idea of operating as a well-established, powerful,
excellent and large-scaled business are excellent management concepts left by all the former generations to their
successors. Premium quality and international recognition has long been the relentless pursuit of Tong Ren Tang.

Business Review
Overview

Throughout 2016, against the fall in non-US dollar currencies (such as Euro) and the slump of the crude oil price,
the acceleration of the US Federal Reserve’s progress on raising interest rates, and the subsequent impact arising
from Brexit, the global economic recovery was slow with uncertainties. Despite the various challenges our business
faced, under the guidance of the strategy of China’s “The Belt and Road”, we carried out specific deployment and
expanded overseas investment by implementing effective business development strategies. We strived to build an
internationally renowned and professional Chinese medical and medicine group specializing in cultivation and
procurement, research and development, production, sales and services and culture dissemination through different
forms of mergers and acquisitions. During 2016, we launched new retail outlets in Hong Kong, Canada and the US,
thus expanding our business coverage to 19 countries and regions outside the Mainland China and increasing the
number of retail outlets from 63 in 2015 to 67 in 2016.

We are committed to achieving sustainable and stable returns to shareholders. Amid a difficult and challenging
market environment, the growth of the Group’s revenue and profit remained steady. For the year ended 31
December 2016 (the “Year”), the Group’s revenue increased by 11.7% to HK$1,084.3 million (2015: HK$970.5
million), net profit increased by 17.4% to HK$439.9 million (2015: HK$374.6 million), profit attributable to owners
of the Company increased by 18.6% to HK$420.3 million (2015: HK$354.2 million) and earnings per share increased
by 19.0% to 50 HK cents (2015: 42 HK cents). The Directors recommend the payment of a final dividend of 16 HK
cents per share (2015: 13 HK cents).

J
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Hong Kong Market wriktiLy,

In the Year, despite the reduction in visitor arrivals and the slowdown in consumption of visitors exerted continuous BERESHEREARNBAVDRBREHERECE  EENTEEE
pressure on the overall retail sector in Hong Kong, the Group’s revenue from Hong Kong market managed to record RBEESE  AEEFEMBRANGRREEERGCI% » BRIRA
a steady growth of 6.9%, achieving a revenue of HK$597.1 million (2015: HK$558.5 million) with the same-store ES597.1EE BT (20154 [ 558.5 B BT) » BEHEERIE2.3% »
sales growth of 2.3%, which was driven by the continuous market demand for the products of the Group and the WHRERTSEHAERNERFESREREEENMNAE - R
strengthening brand promotion. Meanwhile, we opened three new retail outlets in Tsuen Wan, Lam Tin and Hang BMREE - EHERNOMKR T ZREEKE > BT RKELNEIH
Hau and closed two retail outlets upon expiry of the tenancy, resulting in an increase of number of retail outlets in NEEE > BREAZELHENEBEHRE > CEBZELRRKILE 24
Hong Kong to 24. Such addition helped us to achieve an optimized distribution of retail outlets in Hong Kong. ReoE—FTHERCERMER  BADSBEEER > ZEETHECEmR
Products under Tong Ren Tang brand were further promoted in order to increase our market share and consolidate IREEBPBERIZHEE/M

the leading position of Tong Ren Tang brand in the Chinese medicine market in Hong Kong.

Non-Hong Kong Markets R,

The Group made efforts in developing new overseas markets while consolidating the existing overseas markets, so AEBETEERABITENER L > BAREHNEIINTIS > BIR
as to achieve the global development strategic layout of “Base in Asia and March to Overseas”. In the Year, we FEAFEEE M > EMAEIN NEREEREEGRE - 5 > BATEMEAR
opened a total of 4 new retail outlets in Canada and the US, resulting in an increase of number of overseas retail EEHEMARIRSERE > BISELRILE 436 - kB BIHIH
outlets to 43. The revenue from overseas markets amounted to HK$252.5 million (2015: HK$232.5 million), B A 2525 B @B T (20158 1 232558 BT) » E8.6% [
representing an increase of 8.6% with same-store sales growth of 5.2%. IEIHE I RIES.20 ©

With the increase of awareness of healthcare, the recognition of the high-quality Owned Products of the Group has BEELEFREERBR  AEEEENEAERRIZTUTERSRE
been improved and the overseas demand for Tong Ren Tang products remains strong, resulting in an increase in HEECEERBRARY  BROFHGEBERUWAIGI o ]ERE
the revenue from the sole distribution of the parent group’s products. In the Year, the revenue from Mainland China AT 5 A B 1S K IRIE R30.8% 0 E234.7B E A T (20154 ¢
market recorded a significant growth of 30.8% to HK$234.7 million (2015: HK$179.5 million). 179558 BT) ©

Retail Network

_____________________________________________________________
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In the Year, Beijing and Prague became sister cities and both China and Czech organized a series of exchange AERENRERIBEARTHT > TIHARPRESE21TT -3
activities related to medicine and health. We invited several well-known Chinese medical experts in China to visit FIBREFERINES > RUFBHEEANESPEERIIEC
the office of Tong Ren Tang in Czech, organized traditional Chinese medicine promotion activities in Prague to ERRAE EHRUERTTERPEREEES  LRRHELEPE
provide free Chinese medical consultation services, and conducted seminars on Chinese medicine and healthcare, R BRPEELEE EEARRRIRHEIRAZHREENE
which allowed the Czech people to experience the efficacy of Chinese medicine treatments and learn about the BRI BR R ERPBEUERTS o

traditional Chinese medicine culture.

The effects of acupuncture and TCM applied on the treatment of incurable diseases and modern diseases drew the REMN#H R RPRBETARREFNRAFBHERRERE > L5IHEH
attention of the people around the world. With the traditional Chinese medical treatment being increasingly AWIEE > WHRBEENES AFRDHNES - BEPEEREBESH
recognized by the medical profession in mainstream society and the general public, TCM in the US has entered into REUFEIRHEBE2RANRRIY] > PBRETEZFHEEATREEE
a new era of rapid development. Leveraging on such trend, Tong Ren Tang opened retail outlets and Chinese R - ACEREERER  EXEFITERBERPEEEH
medical centers in the US, offered free consultation services and clinical services as well as organized health o MERPERD  KEHERBE > BXERJRTPEENHII
seminars to allow the US citizens to experience the miracle effects of TCM. Meanwhile, we opened health and ¥ BER > BRMUTENEARREERL  KEMEETESBEMERXN
wellness centres in Canada. After two-year exploration of new model in Hong Kong, we promoted the philosophy BRER B DaRF MEEEIHERIEEN -

of “prevention of diseases” to the North America.

There is still a considerably long way for TCM to be fully accepted by the western mainstream society as a FREEA T EN R AN ANEAS TR BRI MRE—
comprehensive medical system. Despite the difficulties, the prospect is optimistic. Through the endless efforts EHRERNBRE > BEFEE > BAIRLE - BIBE20ZFHNTEE
devoted in more than 20 years, Tong Ren Tang, as a prestigious brand of TCM, benefited the people around the AR A CEEERBENESFREERNER  BE2AE- A
world through Chinese medicines, Chinese medical consultation and treatments, health and wellness services and hEER S PEZE BREEERBSEET RKREBEPEBEMAHER
realized the dream of “Healthy life, Global choice”. MM > BIR TAIEREE > 2HE=] REE -
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Production, Research and Development

The Group has been adhering to quality management philosophy of “vital quality, striving for excellence and
advocating kindness and virtue”. We are committed to “Two must-do” and “self-discipline” mottos to offer products
with premium quality. Having effectively consolidated traditional experience and skills as well as modern
management and technology and enhanced system management and staff quality, we assure continuous
improvement of quality by the use of technology and specification under the whole industrial chain model, which
has demonstrated an embodiment of an economic entity and a carrier of culture in terms of quality.

Our production base located at Tai Po Industrial Estate, Hong Kong (“Tai Po Production Base”) has a high level of
quality management system with GMP (Good Manufacturing Practice) certification and the globally recognised
15022000:2005 (Food safety management system) and Hazard Analysis Critical Control Point (HACCP) certification,
allowing us to provide consumers with reliable and high-quality products on an on-going basis.

During the Year, the Group has submitted the registration of 9 kinds of new Chinese medicine products to the
Department of Health, and has successfully promoted the trial production of 5 new products, which further enriched
the product diversity of “Tong Ren Tang”. While striving to develop our Owned Products, the Group also actively
carried out fundamental research and development. The Group cooperated with renowned professional research
institutions in Hong Kong, China and overseas in research projects on the safety and mechanism of Angong
Niuhuang Wan, Sporoderm-broken Ganoderma Lucidum Spores Powder Capsule (“GLSPC”) and Tongren Niuhuang
Qingxin Wan. The research project on the safety and mechanism for stroke treatment of Angong Niuhuang Wan has
been supported by the project fund from Hong Kong Innovation and Technology Commission.

Brand Promotion

As a renowned brand in China, Tong Ren Tang adheres to the philosophy of “Innovating from the succession and
developing from the innovation” and the way of operation of making profits by performing good deeds with
honesty and trustworthiness. We will continue to actively promote the Chinese medicine culture and realize the
dream of “Healthy life, Global choice”.

In the Year, we focused on strengthening brand promotion for the core market in Hong Kong. We initiated “Tong
Ren Tang's Stroke Awareness Campaign”, which was the first ever large-scale stroke awareness event in Hong
Kong, to spread the correct knowledge of Chinese medicines for stroke prevention to the general public in Hong
Kong through a series of diversified promotional activities. In September, the first Tong Ren Tang promotion vehicle
was officially launched in Hong Kong, penetrating into the community and kicking off the stroke awareness
campaign. The promotion van travelled to different districts in Hong Kong to promote the knowledge of stroke
prevention through interactive games and provide free consultation services offered by professional Chinese
medicine practitioners. On 30 October, we organised a Ba Duan Jin event which called up nearly two thousand
people to practise Ba Duan Jin and broke the Guinness World Record of “The Largest Qigong Lesson”. In addition,
Tong Ren Tang, The Hong Kong Brain Foundation and School of Chinese Medicine of The University of Hong Kong
jointly organized a number of health seminars on the prevention of stroke for the general public in Hong Kong
hosted by Chinese and Western medicine experts. Meanwhile, we organized a series of events including promotion
of relevant products in retail outlets and placement of advertisements in various major social networking websites.
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e B bk

FEE-EFRATUERD - ZEERH SHCEINEEEEESR
BEME BAB WEESH > BT MEAEAR  FOAXRII N
BRER - BERLE RENRAEE RWETAXRSE ; K
ERAEERASREANRABRRME - BXEHNNE BN
B RENHEREEXENEERIRFEEEBNTEREA > B4
ERCERSQAER  XEXTtHETEEEENEEMREER -

BRUREBABIENNEERE M (TABEEREM ) BESKT
HE2EEE AR > FHGMP(Good Manufacturing Practice) 5235 K Bl &
124E15022000 : 2005 B RE 2B ARHACCP (BEDMHPEEH
B)RE o FETEM A HERREESEBNEEES

RER > AEBHABEBRITIBPAERMNEMBE > B
IEF S T SERERNAEZETLF  E—FLET TACE MEE
miEH > RAERSTCEE - EANHABEEERENRRE > KEMH
t—EMEHERERMAIE  —BEETBRBAIZSEEXEHRHE
BEE METFEA KREEZAFHBRERBCHAEBLARE
ZEM - FARESHTENMAEIF ZEFEAZ2ERPREE
EAEMARE  BERESTEBAMMKBENEREEF -

i W {R B HE g

EAREETS > BCERK MTEARAN > 28
HpER NES; BRUENF - SETENEE
ZE; BTRECERZRE  BRFAMBEEZBIR;
RIBSA R BEEXE » O ERALR > & TA
EREE - 2RAZ) NSREEATT

FE HABHMBERZOTENMEEEGEKE
B ZEFBEEMIPANAEES BLEIT
ZEF RCHERRR BE—RISTERNE
FEE REEBTRIMNBEN QT EEESR
RBEIR BREMECERIETEEELKL
BRABBHE > AMITEAEERBEREFEE - ABE
BEBEEBSE  ELRALHER > EEDROZEZ > EFHT

BEFH o E108308 » AR 7T T AR « BBERESTIES
IRBEIE 22,0008 TR > EFAIRH TRAENKRIBSZN @Ht

R o IS HAREBEBESEREBRBEPEBRHFSE
MTLEHPABRERHHEBARNMETARERE » LRFE G:U ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ’ ’ ’ H
TERRHLERERERRS AN RAHLETEEFERES -

BRACEEARERAT | 2016 5 F 8

17




Management Discussion and Analysis
PR R A N o BT

Regarding culture and brand promotion, we
transformed a tram stop, which is located outside our
flagship store in Central and is the first ever Beijing
Tong Ren Tang 3D tram stop in Hong Kong, into a
showcase of Chinese medicine history and culture
with the theme “profound cultural heritage of
Chinese medicine” to promote Chinese medicine
culture. At which, a “Beijing Tong Ren Tang tram”
representing the traditional history and local culture
travelled along the main roads on Hong Kong Island
every day and brought up the effect of the
integration between Tong Ren Tang’s culture and
local culture. We also opened an official fan page on Facebook named “Beijing Tong Ren Tang (HK)” to disseminate
real-time information regarding health and wellness, culture of TCM, our products and promotional activities and
etc. widely through the information network nowadays, so as to allow the people to have a deep understanding of
this TCM brand with a history of 347 years.

In the Year, we continued to step up our efforts in brand promotion overseas, including our cooperation with CCTV
on the production of “Dream Weavers China - Beijing Tong Ren Tang Overseas Legends”. The program covered
regions such as Dubai, Vancouver and Toronto in Canada, and showed the overseas development of Tong Ren Tang.
In September, we participated in the Macao International Trade and Investment Fair and demonstrated the
technique on producing traditional Chinese medicine to the general public in Macao. We also sponsored various
events such as a Peking opera performance in Melbourne, Australia and a programme on an online channel named
“Discussing Materia Medica with Zhongzhen”. Meanwhile, we continued to attend the Chinese Medicine Forum
entitled “Ancient Therapy: Rediscovering the Value of Traditional Medicines” in Boao Forum. Through sharing our
overseas development experience of more than 20 years, we interpreted how the internationalization of TCM
adhered to the five concepts for development “innovation, coordination, green, global progress and benefit to all”
to promote the idea of “building a community with a shared health future through exchange and mutual learning
and benefit to all”.

In order to integrate into the society and reinforce our brand influence in the academic field, we were invited by
the Faculty of Business Administration of The Chinese University of Hong Kong to give a speech, and hosted a field
trip for master degree students majoring in Chinese Medicine from The Chinese University of Hong Kong to visit our
Tai Po Production Base, during which we arranged a discussion session with our management and thus enabled the
students to have a thorough understanding of Tong Ren Tang, a well-known brand of Chinese medicine culture, and
the overseas development of the brand. Moreover, we participated in a number of events such as “InnoCarnival
2016” exhibition organized by Hong Kong Baptist University and a study tour titled “Fan Changjiang Action” for
students with a major in media from tertiary institutions in Hong Kong.

In the Year, our efforts in overseas business were highly recognized by once again winning the “World Branding
Awards” in the United Kingdom and “Asia’s Top Influential Brands” in Singapore. Meanwhile, we were awarded the
“Asia Pacific Entrepreneurship Awards” for the first time. In November of the Year, we were granted the award of
“The Best Listed Company” out of several hundreds of domestic and international renowned enterprises at the 6th
“China Securities Golden Bauhinia Awards” organized by Hong Kong Ta Kung Wen Wei Media Group Limited. Mei
Qun, the chairman of the Company, was granted the award of “Most Influential Listed Company Leader”. These
awards indicated the affirmation and recognition from the society and the domestic and overseas professional
institutions in respect of the sustainable healthy and rapid development of our business, and represented their
confidence in the growth of this renowned brand with a long history.

Human Resources Management

At 31 December 2016, we have a total of 705 employees (2015: 657 employees).

The staff costs for the Year were HK$155.6 million (2015: HK$137.6 million), representing an increase of 13.1%
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 employees with outstanding performance with reference to the Group’s results and individual
performance.

Beijing Tong Ren Tang Chinese Medicine Company Limited | Annual Report 2016

AEXERmEEERE > RAEEEERIERE{CEIDIIBERE
MUTERER AEE > BLZERPIREBENNEELRITEREN
PRESXCEE  #EPBEXL AFEEEREEMA LML
HRXRTERECERE REES  SRRLQEZREBETEL
B THERR MR > RERCEXCRA L XERIRIA  HFILH
RTY TERACESR NEEERE > MARSEANAEENTS
EZRRFEREEREELEEN  PEREGRXE ERREEH
EEBHEAL  BEREERABRBSEEGIM7TEELNPEERE

B A FAEMREIN R
SEEITE BIEHAFRRER
E61F HE(REFRE- I
RECESINMEFT)EES
B BIEARRETHE
MEXRTERZHGSZEH
E RAREBTRICZZESH
BRERER; RoBBMT R
FMANNEREZRERE
g ARMARRERTEE
FHPENERE, TETE
BERNEBATEESL
(RiRRAE) & HIBEE
BH-RBM RMPAEEEHE
mIERRESRIE TREA
oMM PBEEREL B
RME > BBRICE20%5F
R EINEE B EI R X ARl
BB R RA TR~ % - BB R EZ) AXRERE
BE #E IXnE%E s NEEZ  BREEGELRRE -

REBALE > MBRRBESMANZES » RALEREZEBHRNK
BTHEESRERES  NETEEPXRBEETEBET S
HRENSESHRUNAHBEESE N PREZHEEEERR > 2R
BMETRECEEERERBENTEE U CREMMEERINIE
BoZoh RAIZHRERBIEAE TAIMBREFE2016) BE -
ERERERRERENEF ERILITH NESEHF -

TF > RFRFBIINEERRESESE £ FBEEHEEM
FRBERE R TENRRRZENREKRE) > AFEE THX
EEFHE c AF N A > A(EBRXEGRREEERRAR) i
NEARE TFEESFSEFAR d > RMTHEERERINGEER
IRAEEME - R TRELTHAR) BB, MSHEFERE RAXE
N EBRABEM #IE - AEMRELRBARARLEZRMNBANE
FREBHRMABERFEREZRNVEGENRA > HERFEEMME
58 ~ HUE ~ oK) FEIRE D ©

N1 &P R
H2016E 128318 > BRFEAE 7052 1ES (20154 : 657 R ESR) o

AERNBIMAAI5.6BEBT (20155 1 137.6 BB ET) ' BE
FHEE13.1% > TEZHARSEEHIFERR > TEISRAIZHEA
B B BEMRTHREBAEBSUNEERERER - ARRE
BESIRSIRIEBEFET » NEET AT HENBER o thoh > &NER
SEEEREARE > ARAEENESIRHEEIGER -

BRACEEARERAT | 2016 5 F 8

19



Management Discussion and Analysis
PR R A N o BT

Financial Review
Revenue

The Group’s revenue for the Year reached HK$1,084.3 million (2015: HK$970.5 million), representing an increase of
11.7% from last year. The increase was mainly driven by the continuous strong demand for our Owned Products,
the growth in the existing sales network and the expansion of the sales network.

Gross Profit

The Group’s gross profit increased by 16.8% to HK$795.1 million (2015: HK$680.9 million). The gross profit margin
increased from 70.2% to 73.3%, which was due to slight decrease of the cost of raw materials resulting from
temporary depreciation of Renminbi, economic of scale arising from expansion of production and upward
adjustment of product selling prices.

Distribution and Selling Expenses

The Group’s distribution and selling expenses increased by 14.1% to HK$161.9 million (2015: HK$141.9 million).
The increase was mainly attributable to (i) the increase of rental expenses and sales staff costs as the number of
retail outlets increased during the Year, and (ii) the Group’s advertising and promotion activities increased this
Year, which resulted in an increase in advertising and promotion expenses. Distribution and selling expenses as a
percentage to revenue increased slightly from 14.6% last year to 14.9% this Year.

General and Administrative Expenses

The Group’s general and administrative expenses increased by 21.6% to HK$109.6 million (2015: HK$90.1 million).
The increase was mainly due to the continuous expansion of the Group’s business and increase in the number of
subsidiaries and increase in administrative and management personnel, which resulted in an increase in staff costs,
rental expenses, depreciation of fixed assets, as well as other related administrative expenses. General and
administrative expenses as a percentage to revenue increased slightly from 9.3% last year to 10.1% this Year.

Finance Income, net

The Group’s net finance income decreased by 0.6 million to HK$7.9 million (2015: HK$8.5 million). Such decrease
was mainly attributable to the decrease in finance income as the average short-term bank deposit interest rate
was lower than from last year.

Income Tax Expense

The Group’s income tax expense increased by 12.6% to HK$92.4 million (2015: HK$82.0 million). The increase was
mainly due to an increase in taxable income for the Year. The weighted average applicable tax rate for the Year
has slightly decreased from 17.1% last year to 16.9%, which was caused by the change in proportion of
contribution of taxable profit.

Profit for the Year, Profit Attributable to Owners of the Company,
Basic Earnings Per Share and Dividend

The Group’s profit for the Year increased by 17.4% to HK$439.9 million (2015: HK$374.6 million) with a net profit
margin of 40.6% for the Year (2015: 38.6%). Profit attributable to owners of the Company amounted to HK$420.3
million (2015: HK$354.2 million), representing an increase of 18.6% from last year. For the Year, the basic earnings
per share were 50 HK cents (2015: 42 HK cents). The Directors recommend the payment of a final dividend of 16
HK cents per share for the Year (2015: 13 HK cents).

Financial Resources and Liquidity

During the Year, the Group funded its liquidity by the net proceeds from the listing 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.

Beijing Tong Ren Tang Chinese Medicine Company Limited | Annual Report 2016
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Management Discussion and Analysis
EEEEVSi

The Group continued to maintain a strong financial position with cash and bank balances of HK$1,583.6 million
(2015: HKS$1,280.3 million). The majority of the Group’s cash and bank balances were denominated in Hong Kong
dollar, Renminbi, Macao pataca, Singapore dollar, Canadian dollar, United States dollar and Australian 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 2015 and 2016 and net cash generated from operating activities for the year ended 31
December 2015 and 2016:

FEBEBRFREREMBERL RekRTEFREE1,583.6 B8 BT (20155 :
1,2803E&EBT) - REKXVITHEFETER BT - AR RFI7T ~ #I0KTT ~ Mo~
EnkBa TTEGHRREERFNERMEBER —FNEM - TREIIN2015F
52016 F 12 A31HNREKRRITER  EEET  HEBE AL RAMAELRA
BE2015FR2016F 12831 BEFENKEZHNELENREFENEY

As at 31 December

®12831H
2016 2015
HK$’ 000 F 7T HKS'000 F#& 7T
Cash and bank balances & K& $R1TER 1,583,601 1,280,266
Working Capital™ EiE&E " 1,833,755 1,541,472
Total Equity #ez5 48 %8 2,227,237 1,908,915
Current Ratio®@ SRENLEER @ 15.9 14.7
Gearing Ratio® B{ELEE® 0.02% 0.03%

For the year ended 31 December

#ZE12831H1LE

2016 2015
HK$’ 000 F7# 7T HK$'000 F3B7T
Net cash generated from operating activities & & BB E £ HIIRE FEE 467,721 353,576

M Being net current assets
@ Being current assets divided by current liabilities
® Being borrowings divided by total equity

Capital Expenditure

During the Year, the Group’s capital expenditure incurred amounted to HK$38.8 million (2015: HK$89.3 million),
which was primarily used for the establishment of new retail outlets.

Major Investment, Acquisitions and Disposals

During the Year, the Group did not have any major investment, acquisitions and disposals.

Capital Commitment

Details of the Group’s capital commitments as at 31 December 2015 and 2016 are set out in note 27 to the
consolidated financial statements.

Charges over Assets of the Group

At 31 December 2016, the Group’s net property value of HK$11.6 million (2015: 12.3 million) has been pledged as
securities for long-term bank borrowing. Such bank borrowing is denominated in Australian dollars and 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 2016, 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, Canadian dollar, United States dollar and Australian 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.

Beijing Tong Ren Tang Chinese Medicine Company Limited | Annual Report 2016
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Owned Products
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Function: The pathogenic
heat intervening the
interior, accumulation of
phlegm, sustained high
fever lockjaw, convulsions
and coma.

Tha @ EHEES - SRERER ©
ARRBARSENRE &
HTIR - FRISKE - BEM
B ERS-

Astaxanthin- Sacha
Inchi Oil Capsule

BREE-EERMNBE

The product is composed
of Sacha Inchi 0Qil, which

is rich in Omega-3 (Q-3)
and a-linolenic acid (ALA),
and Haemittococcus
pluvialis extract with
abundant Astaxanthin. It is
manufactured by a modern
technology and suitable for
people who care about skin
and cardiovascular health.

N REAE S 0mega-3 &
a-EMEHNE 2R mARR
RUE RS RHAEER
Y RARKIEBRMmA
TR R R 8 RO 2 R
ATHEBREZH -

Beijing Tong Ren Tang Chinese Medicine Company Limited

Major Ingredients: Calculus
Bovis, Moschus, Margarita,
Cinnabaris, Realgar, Rhizoma
Coptidis, Radix Scutellariae,
Fructus Gardeniae, Radix
Curcumae, Borneolum
Syntheticum.

FERD FE -BE B
B kW HE-BHEH
E 1B F B kR

Xanthophyll="Sacha
Inchi Oil Capsule
BE&ER -
EERHBE

The product is composed

of Sacha Inchi Qil, which is
rich in Omega-3 (Q-3) and
a- linolenic acid (ALA), and
Calendula officinalis extract
with abundant Xanthophyll.
It is manufactured by a
modern technology and
suitable for people who
care about cardiovascular
and eye health.

NGB E & 0mega-3 &
a-2EERY 2 B R AR
RUESEZRNEERIERR
) AR IEBRMmA
BERREE OISR R EREA
THREFRBEZA -

Sporoderm-broken Ganoderma
Lucidum Spores Powder Capsules

WEBZHRFHBE

Function: To enhance
immunity. For the elderly
and the frail or the people
with low immune
function,and for patients
after surgery or medication.
I - Gse e o AREE
BBEE - B RESERRY
BEE T AL » U FraiE M
ARBINES > HREEE -
EEA ©

Prebiotics

Reviving Prebiotics

This product contains
high-quality fructo-
oligosaccharide as major
ingredient, formulated

with Astragalus extract,
Scrophulariaceae extract and
Angelica Sinensis Extract,
and is manufactured by a
modern technology. Suitable
for people that suffered
with both Qi deficiency and
poor blood circulation and
people suffered with poor
intestine activity.

FrREREERRRBEAR
¥ BOLURECIRENY) 0 K2R
MM ERZRY) - KARA
TEBERMMA - BANRMLT
EReE B EIREERSS AR
BERE o

Annual Report 2016

Major Ingredients:
Ganoderma lucidum spores

FEMG  BZAT

Cranberry
Collagen Prebiotics
TRmE

This product contains
high-quality fructo-
oligosaccharide as major
ingredient, formulated with
cranberry power and marine
collagen peptides and is
manufactured by a modern
technology.

rsREREERRRIEAR
¥ BB ERERY  EFR
FREAK  RARATZER
MAE °

Ganoderma Lucidum

Lingzhi Collagen Capsule
BZREBE

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.
BZREZBEUBENRERS
AFH > EUARAKMTIRIE
BZREWMRSERREAMN
BB SRABRKRRE S EH
BEs -

Others

Ginseng-Antrodia Camphorata
Capsule & Schisandra-Abtrodia
Camphorata Capsule
FBEZBER
LGREZRBE

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.

B2 AFHRERERAE  (RER
B~ BRE ~ ARG MO ME
R R A MAEIER ©

Korean Red Ginseng
Red Ginseng Granule Tea
BEBiAZK
AL IR FE ML AS

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.

ABERRBBEASZME

W SFERFMAMITE > L@k
B &R IR BR > R
ERNEEETER  TBRE
SEEZABNEREEMNS

Rhodioa

Rhodiola Rosea Capsule

Blueberry & Rhodiola Rosea
Capsule
ARRBER
EURXBE

Rhodiolae grows in high and
cold areas. It helps enhance
immunity, anti-hypoxic,
anti-fatigue and enhance
memory.

RRX—RERESRMF > 8
BRMRE. FURA. TURS.
TIBS RIEREERESIEA ©

________________________________________________________

Hawthorn Tablet
WiE R

Rose Cherry Tablet
WIRER R

Semen
Cassiae Tea

RAFH

Ultra Fine
Pearl Powder

Fagopyrum
Esculentum Tea

e
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Major Awards
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Golden Bauhinia Award 2016
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. The most influential listed company leaders
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= Best Listed Company
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- Design awards for Annual Report 2015
2015 FFERREHEIE

Organisation Chart
il

AR

TRT International
Natural-Pharm

[l ARG

TRT (Brunei)
[R5 (BK)

TRT (Australia)
[R5 (OKF )

TRT (Canada)
[R5 (hnEEK)

TRT Consulting

TRT (Thailand)

TRT (Melbourne)

TRT (Toronto)

Gl i ) | IR IRl R A) =% (i)

TRTTZ":;gL;““ :L_ TRTI%"?E‘IQ“*‘) | TRT (Auckland) | TRT (vancouver)
- il il (B

Iﬁj{:ﬁﬁlt\lﬁj% (E;;Kﬁgﬁ) D{Aﬁ(%ﬁ%) Iﬂ{#ﬁ(h%?)

TRT (Macau)
[ (RR)

TRT (Indonesia)
=% (ENJE)

TRT Management
=5 B

TRT US Holding
=B SR I

TRT (Singapore)
Il (R nge)

TRT (Thai Boon
Boong)

Il (83 F)

Honour Essense

TRT Fook Ming

g = Tang
KBS |1 i
TRT (Seoul) | 1 | TRT (Boryung)
FU-RE () | 1) WS (R
TRT (Gulf) : TRT E-commerce
[R5 () [R5 EE g

Cathay Natural
Beautique

ERVHIES

This chart is produced based on the information as at 31 December 2016.

TRT (Los Angeles)
IRH % (A2 )

TRT Ming Qi
(e

TRT Concord
[R5 g

TRT (Poland)
I (3 )

TRT (Leeds)

TRT
-| Europe Holding
= BRI

o O (23]

TRT (Pudu)
[R5 (5 )

TRT (Czech)
| (7 37))

TRT (Sweden)
[R5 (B )

TRT (Berlin)
FH 3 (RTRR)

KE AR 2016 2 125 31 ABIEFIARH -

TRT LTD. TRT TECHNOLOGIES PUBLIC SHAREHOLDERS
(=& Ry A=A NGl
THE COMPANY A/Z3H]
A_gA OCEANIA AMERICA EUROPE



28

Investor Relations Report
REA RS

Effective and Two-way Communication

We believe communication with our individual shareholders and institutional shareholders (collectively named as
“Shareholders”) is a two-way communication process. We make no distinction between individual shareholders and
institutional shareholders.

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 Shareholders,
investors and analysts for the attention of executive management and the Board of Directors. This also helps to
formulate our investor relations plan and our business development strategies.

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 meetings, 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 Hong Kong, Shenzhen, Shanghai and Singapore meeting with over

300 investors.

Major investor conferences that we participated in 2016 are set out below:

A3 30 B g i 5
BP9 (5 BB A R IR (R UL 10 H BO 4 30 5 4678 (MR ) (0SB 2 — (B8
HIBTR » 1B A R BRI — R -

FERNBBERREEZRFEHAERNEEKRE - BRARIFBIMEMR - FEEARNS
RERRAEFEHRERNBERE > TR NBRFRAAMHZHHEEAEEERILEHT
T2 FRINEHE - 2EETRERR REERDMENRBERR » URZER
RRBGEEEREERS - LRAEMHIAEBNREEME B REBRRRE -

L 2% HIZ v
P B BRI T)
HPHREERR T TOTIT > ARELARTREATIZZENEREE > @AM
EREINNIEXGRE KREETE  RIEBFEART s Q0N  BEETEREILEZHRNE
RiE o EIGHR s DT s B K EREBETREEEERR RIEEMIIR °

FFE > AREEBHEAI00R—H—SZR/NVETE > TRIBSEREEMTTURK
BREB R~ DBRAIKAERZRE > B@300 B KREERH -

EMR2016 FE2H T ALK EEMRTT !

" Month B {7 Event HIE Location 324 "
January —H Morgan Stanley Healthcare/Utilities, Energy & Chemical Corporate Day Hong Kong &8
ERTAFISEERE AR BAOKE2ERCER
March =H Morgan Stanley Hong Kong Investor Summit — With a Focus on The New Economy Hong Kong &%
ERTANSBEREERE — FHENKERS
May HH HSBC China Conference JEZRITHEIA & Shenzhen &3l
May A Morgan Stanley Second Annual China Summit R EAFE _BEEPHIES Beijing 163

November +—8  Daiwa Investment Conference KAKZ BT
November +—/&  Morgan Stanley Asia Pacific Summit EiR AT A EIEE

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

The annual general meeting (the “AGM”) is a platform for face-to-face communication with Shareholders. Our
Board members, senior management, legal counsel and external auditors will attend and answer questions on the
Group raised by the Shareholders.

2016 AGM was held at 3 Dai King Street, Tai Po Industrial Estate, New Territories, Hong Kong on 6 May 2016, for
approval of, among others, the re-election of retiring Directors and 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 2016. All
proposed resolutions were passed by way of poll voting at the AGM.

The 2017 AGM will be held at 3 Dai King Street, Tai Po Industrial Estate, New Territories, Hong Kong on Monday, 8
May 2017 at 10:30 am.

Beijing Tong Ren Tang Chinese Medicine Company Limited | Annual Report 2016
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Awards and Recognition Jub % ok 2% Meetings with Investors
In this year, the Company participated in selecting activity of the 6th “China Securities Golden Bauhinia Awards” KE > AT BEBA(EBRAXESEESE _{ i ‘ P | fi| i | i | i .
organized by Hong Kong Ta Kung Wen Media Group Limited. We stood out from few hundreds of renowned local EAERAR) EMMERE THEESEER
and overseas enterprises and have been awarded “The Best Listed Company”. Mr. Mei Qun, the Chairman of the FIEZ) TR > HHMBERERNIIMEERE
Board, also has been awarded “The Most Influential Leader of Listed Companies”. In the ceremony, Mr. Mei gave a RIRFEEMmY > B TRELH A KRIE;
speech “A famous Chinese brand with a long history going abroad” to thousands of elites and leaders of the MARFESGFEEHELE RAKE
commercial circles, sharing the hard works and successes of Tong Ren Tang’s “The Belt and Road” overseas N EHATEM) RIE > MRS FHTES
development and the promotion of culture of Chinese medicine. The representatives of the Hong Kong Special FRPEPERE BRPBER TEHEMY
Administrative Region, the representatives of the Hong Kong and Mainland Governance Institute, China Embassy in FREEFR NEEEH FEHIZRCE
Hong Kong and ambassador of consulate, various renowned enterprises and celebrities of the political and —%—R WBNERRESPEEL
commercial circles, experts, scholars and thousands of outstanding representatives from different industries ERAERNEMBE BEREBHREX > &
attended the awards ceremony, tens of local and overseas mainstream media also reporting in the ceremony. The BREBHNRER BB RAMEEEHEL
Company’s promotion video was broadcasted in the awards ceremony, foam board has been set up, for promotion R-BEBCERESFEARSE URRZH
of corporate image and self-introduction of Mr. Mei Qun, the Chairman of the Board, in the exchange area of the BEEEHERIR - EREBZFHT AR
venue with concerns and praises from the attending guests and media. BEETREENGEARERUE > BRsSH
HTRERERBATRE - WOEHERHA Group /NMEEH
RBGEMBERTARBEERR > TE5 [ one-on-one —#—
RRERITEERREBREREESRE
FEEHBEANG TATHEEENE
AL €[] 2 4 (o] 38 A IR 28 ] B 4 B S AR 23 o
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16 Annual Gendgs

Share Performance JIfig & Bl Market Dividend Per Share
| | Capitalisation™ and Dividend Yield®
2016 2015 2014 2013 . - - - A
—ili[i]~ |} e e[ e e[ [ —
Closing price as at 31 December (HKS per share)
712 B 31 BB (B #ET) 10.48 9.88 10.78 10.18
Highestﬂrice during the year (HKS per share) HKS' billion HKS %
FERSE (BRET) 12.20 14.82 12.50 14.90 o BT o BT AL
! : 018 18
Lowest price during the year (HKS per share) Fo 8.77
FEREME (SRET) 7.55 7.71 9.09 4.70 88 1
Average daily trading volume (thousand share) 86 845 11 0.12 _ 12
SHTFHERRE (FKR) 396 822 1,056 3,966 84 { 8z 08
82 ] 0.06 % 06
Ivi I UYERZLES 80 1 -
Dividend History JIi% 3 YOk \i
7.8 - 0.00 0.0
Dividend per share  Dividend yield® Payout ratio 2013 2014 2005 2016 013 2014 2015 2016
Year £ E SRS REEO RS EEE
HKS Bt M Market capitalization and dividend @ Dividend per share
yield are calculated based on closing sﬁgﬁiu )
2013 0.08 0.8% 30.2% share price of the company at 31 ] ;)r'lVéldg‘d yield
December of the respective years. S
0y 0
2014 0.10 0-9% 29.2% 0 HERREERREEED2E
2015 0.13 1.3% 30.7% B AT IREHE -
2016 0.16 1.5% 31.9%

M Dividend yield is calculated based on the closing share price of the Company as at 31 December of the respective years

™ REXEZREBEEF12A31ANARBKRTRESE

30 Beijing Tong Ren Tang Chinese Medicine Company Limited | Annual Report 2016 LTRECEREBRAT | 2016 £ F R 31




32

Directors and Senior Management

HP SN ERAG

Non-executive Director

Mei Qun, aged 60, 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 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”).

Executive Directors

Ding Yong Ling, aged 53, is an executive Director and the chief executive officer of the Company and 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 and was formerly the 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 is currently the director and the deputy general manager
of Tong Ren Tang Holdings and the managing director of Beijing Tong Ren Tang International Co., Ltd. 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, and she further 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 56, is an executive Director and a deputy general manager of the Company and is mainly
responsible for production. Mr. Zhang joined the Company as a deputy general manager in April 2008 and was
appointed as a Director on 1 February 2011. Mr. Zhang joined the Tong Ren Tang Group in May 1979 and formerly
served as the deputy manager of Tong Zhou Medicine Factory and Medicine Wine Factory of Tong Ren Tang Ltd.,
and an executive director of Tong Ren Tang Technologies. 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. He is a
pharmacist-in-charge conferred by Beijing Intermediate Professional Technical Titles Evaluation Committee in
November 2002.

Lin Man, aged 41, is an executive Director, the chief financial officer and the company secretary of the Company
and is mainly responsible for finance management. Ms. Lin joined the Company in 2004 and was appointed as the
company secretary in 2005 and the 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.

Independent Non-executive Directors

Leung, Oi Sie Elsie, aged 77, has been appointed as an independent non-executive Director of the Company with
effect from 7 May 2013. Ms. Leung was the first Secretary for Justice of the Hong Kong SAR 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 United Company Rusal
Plc (Stock code: 486), China Resources Power Holdings Company Limited (Stock code: 836) and China Life Insurance
Company Limited (Stock code: 2628). 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.
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Zhao zhong zhen, aged 59, 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 45, 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 and 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 2003.

Senior Management

Hua Ji Hong, aged 42, is a deputy general manager of the Company, and is mainly responsible for the brand
management outside mainland China, marketing, information management as well as sales and business
management in traditional markets in Hong Kong, as one of the main countries outside mainland China, 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 55, 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-0 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 (HE031) of the Chinese medicine standardization committee
under the International Standard Organization (1SO/TC249). Mr. Ma is also the current president of Chinese Medicine
Industry Council of Australia (CMIC).

Li Xia, aged 50, is the chief engineer of the Company, and joined the Company in 2008. Ms. Li has been in Tong
Ren Tang Group since 1990 and is mainly responsible for research and development of Chinese medicines and
healthcare products. 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 the report and the audited consolidated financial statements of the Group for
the year ended 31 December 2016.

Principal Activities

The principal activities of the Company are manufacturing, retail and wholesale of Chinese medicine 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 31 to the consolidated financial statements.

Results and Dividends

The results of the Group for the year ended 31 December 2016 are set out in the consolidated income statement
on pages 88 to 89 of this annual report.

The Directors recommend the payment of a final dividend of 16 HK cents per ordinary share for the year ended 31
December 2016 (2015: 13 HK cents). Such final dividend will be proposed for approval by shareholders at the
annual general meeting to be held on Monday, 8 May 2017 and if approved, are payable to shareholders whose
names appear on the Register of Members of the Company on 16 May 2017. Details of the dividend for the year
ended 31 December 2016 are set out in note 13 to the consolidated financial statements. It is expected that the
final dividend will be paid on or around 31 May 2017.

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 2016, the Group had bank borrowings of HK$0.6 million (2015: HK$0.6 million), details of which
are set out in note 24 to the consolidated financial statements.

Share Capital

Details of movements in the Company’s share capital during the year ended 31 December 2016 are set out in note
22 to the consolidated financial statements.

Reserves

Details of movements in the reserves of the Company and the Group during the year ended 31 December 2016 are
set out in note 23 to the consolidated financial statements and in the consolidated statement of changes in equity
respectively.

Distributable Reserves

As at 31 December 2016, the reserves of the Company available for distribution amounted to HK$1,220.4 million
(2015: HK$900.5 million).

Donations

Cash charitable donations made by the Group during the year ended 31 December 2016 amounted to HKS$1.1
million (2015: HK$0.1 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 6 to 7 of the annual report.
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Major Customers and Suppliers

During the year ended 31 December 2016, income received/receivable from the top five customers in aggregate
and the single largest customer accounted for approximately 53.6% (2015: 50.1%) and 21.0% (2015: 15.5%) of
the Group’s revenue, respectively.

During the year ended 31 December 2016, purchases paid/payable to the top five suppliers in aggregate and the
largest supplier constituted approximately 63.0% (2015: 48.7%) and 37.3% (2015: 28.0%) of the Group’s total
purchases, respectively.

For the years ended 31 December 2016 and 2015, among the Group’s top five customers include a subsidiary of
our ultimate holding company and a subsidiary of our intermediate holding company. In addition, 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 2016, 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 2016 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, Qi 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
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 2016.

Each of Ms. Leung, 0i 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 2016, 15 April 2016 and 15 April 2016, respectively, unless terminated by either party
giving at least two months’ notice in writing.
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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 of the Group are set out on pages 32 to 35 of the
annual report.

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 2016, 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
“SF0")) 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 5.48 to 5.67 of the GEM Listing Rules, to be
notified to the Company and the Stock Exchange, were as follows:
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Approximate
percentage of
issued share capital

Types of interests Capacity Number of shares HERITREH
EmEE 513 RIGEE A ESL
The Company ZxAF]
Ding Yong Ling T k¥ Personal 1@ A Beneficial owner ER A A 250,000 0.029%
Lin Man £ Personal 18 A Beneficial owner B A A 220,000 0.026%
Tong Ren Tang Technologies F{= 2%
Mei Qun 15 &% Personal f& A Beneficial owner B A A 3,000,000 0.234%
Tong Ren Tang Ltd. F{-Z & BR1{%
Mei Qun 158 Personal & A Beneficial owner B A A 93,242 0.007%
Notes: MisE :

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

2) All represent A shares of Tong Ren Tang Ltd.

Save as disclosed above, none of the Directors and chief executives 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.
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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 2016 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.

Interests in Competing Businesses

To ensure that the business classification between the Company, Tong Ren Tang Technologies, Tong Ren Tang Ltd.
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 of the Company dated 25 April
2013 (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”);

(i) 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, its 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 (ii) 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.
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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

(i) 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:

(a)  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

(b)  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:

(@)  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
2016.
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Substantial Shareholders

At 31 December 2016, the interest of the persons, other than Directors or chief executive of the Company, in the

shares and underlying shares of the Company which were notified to the Company and the Stock Exchange
pursuant to Divisions 2 and 3 of Part XV of the SFO and entered in the register maintained by the Company
pursuant to Section 336 of the SFO, or otherwise notified to the Company were as follows:

i 2B o

R2016F12831H » HEERRAARBREMBG P EERBESRBPERGIEXVEE?2
E3NEHEBMEERAT R R RIRIEES RPEROIEIBEBALTATEEELM
FAEAABTNERZ AT (RABNESHETETHASRIN IOTF :

Approximate
percentage of
issued share capital

Number of shares HERITRAH

Name of shareholder [ R & 78 Capacity &1% R s E L ESI=R e
Tong Ren Tang Technologies [E{Z & &l#% Beneficial owner ER A A 318,540,000 38.05%
Tong Ren Tang Ltd. E{=E&H O Beneficial owner B A A 281,460,000 33.62%
Interest of a controlled corporation %4 A B = 318,540,000 38.05%

Tong Ren Tang Holdings R{Z 2 &£ @ AT @ Interest of a controlled corporation S #EHIA T A= 600,000,000 71.67%
Greenwoods Asset Management Holdings Limited® Interest of a controlled corporation S # A & K 45,936,000 5.49%
Greenwoods Asset Management Limited® Interest of a controlled corporation 1% %A B = 45,936,000 5.49%
Jiang Jinzhi® Interest of a controlled corporation 4% HI/A 5 Y4 45,936,000 5.49%
Unique Element Corp.® Interest of a controlled corporation I A T K #E 45,936,000 5.49%

Notes:

(1) Tong Ren Tang Ltd. directly holds 46.85% of the issued share capital of Tong Ren Tang Technologies. Accordingly, Tong Ren
Tang Ltd. is deemed to be interested in 318,540,000 shares of the Company held by Tong Ren Tang Technologies.

2) Tong Ren Tang Holdings directly holds 52.45% of the issued share capital of Tong Ren Tang Ltd. which in turn directly holds
46.85% of the issued share capital of Tong Ren Tang Technologies. Tong Ren Tang Holdings also directly holds 0.74% of the
issued share capital of Tong Ren Tang Technologies. Accordingly, Tong Ren Tang Holdings is deemed to be interested in
318,540,000 shares of the Company and 281,460,000 shares of the Company held by Tong Ren Tang Technologies and Tong
Ren Tang Ltd., respectively.

3) According to the disclosure forms filed by Greenwoods Asset Management Holdings Limited, Greenwoods Asset Management

Limited, Jiang Jinzhi and Unique Element Corp. on 8 December 2016, the following interests in shares of the Company were
held by Greenwoods Asset Management Holdings Limited, Greenwoods Asset Management Limited, Jiang Jinzhi and Unique
Element Corp. as follows:

MisE :

(1) RBACERNVEZEFARCERKRSEITRARN46.85% it ACERNDELERR
ZE XA 318,540,000 BR AR 15 By 1 H o

2) EMEERQAEEFERCERDBEEITRAEARNS2.45%  MEACERGXEERE
FMZEREEETRAN46.85% c BR > BCEEEARNEEEARCERZBET
BEAR0.74% c Flt > A EERMADRAEERCENERRACERS SRR
318,540,000 B& AR 19 B2 281,460,000 fRAR (7RI ©

(3)  1R#xGreenwoods Asset Management Holdings Limited, Greenwoods Asset Management
Limited, Jiang Jinzhi K&z Unique Element Corp. /2201612 8 8 HIEX IR BEERRIE »
H Greenwoods Asset Management Holdings Limited, Greenwoods Asset Management
Limited, Jiang Jinzhi & Unique Element Corp. A ARA BT :

Direct interest

Y/N

Name of controlled corporation Name of controlling shareholder % control EE(FE/'%}Z Number of shares
SIEEBNRE ERERRNERRRE EHEZE®D (B/&) B3 88

Unique Element Corp. Jiang Jinzhi 100.00 N & Long position & 45,936,000
Greenwoods Asset Management Holdings Limited Unique Element Corp. 81.00 N & Long position & 45,936,000
Greenwoods Asset Management Limited Greenwoods Asset Management Holdings Limited 100.00 N & Long position ¥ & 45,936,000
Golden China Master Fund Jiang Jinzhi 100.00 Y2 Long position & 7,685,000
Greenwoods Asset Management Limited Greenwoods Asset Management Holdings Limited 100.00 N & Long position ¥ & 14,004,000
Greenwoods China Alpha Master Fund Greenwoods Asset Management Limited 100.00 Y 2 Long position ¥ & 19,545,000
Golden China Plus Master Fund Jiang Jinzhi 100.00 YR Long position ¥ & 1,700,000
Greenwoods China Healthcare Master Fund Greenwoods Asset Management Limited 100.00 Y 2 Long position ¥ & 3,002,000

Save as disclosed above, the Company had not been notified by any persons (other than Directors or chief
executive of the Company) who had interests or short positions in the shares or underlying shares of the Company
which would fall under the provisions of Divisions 2 and 3 of Part XV of the SFO to be disclosed to the Company, or
which were recorded in the register required to be kept by the Company under Section 336 of the SFO.

Related Party Transactions

Details of related party transactions of the Group during the year ended 31 December 2016 are set out in note 30
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.
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Continuing Connected Transactions

The Group has entered into a number of connected transactions/continuing connected transactions with the
connected persons (as defined in the GEM Listing Rules) of the Company. The Directors confirmed that the Company
has complied with the disclosure requirements in accordance with Chapter 20 of the GEM Listing Rules. Details of
the non-exempted continuing connected transactions of the Group during the year ended 31 December 2016 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) was 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.

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, 2015 and 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 the PRC Distribution Framework Agreement expired on 31 December 2016, on 14 December 2016, the
Company entered into the new PRC distribution framework agreement with Tong Ren Tang Holdings for
renewal of the continuing connected transactions thereunder for the period from 1 January 2017 to 31
December 2019. The annual caps in respect of the transactions under the new PRC distribution framework
agreement for the years ending 31 December 2017, 2018 and 2019 are HK$200,000,000 (exclusive of value-
added tax in the PRC), HK$230,000,000 (exclusive of value-added tax in the PRC) and HK$270,000,000
(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 new 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.

The new PRC distribution framework agreement were approved by the independent shareholders of the
Company in the extraordinary general meeting held on 6 January 2017.

0n 28 October 2015, the Company entered into a Angong Niuhuang Wan Powder master purchase
agreement with Tong Ren Tang Ltd. (the “Angong Niuhuang Wan Powder Master Purchase Agreement”)
whereby the Company would purchase Angong Niuhuang Wan Powder, being the raw materials for
production of Angong Niuhuang Wan, from Tong Ren Tang Ltd for the period from 1 January 2016 to 31
December 2018.

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 market demand for the Angong Niuhuang Wan exceeds the original projection, the amount of Angong
Niuhuang Wan Powder procured by the Group from Tong Ren Tang Ltd. Group under the Angong Niuhuang
Wan Powder Master Purchase Agreement is expected to exceed the original annual caps during the
remaining term of the Angong Niuhuang Wan Powder Master Purchase Agreement. In view of the above,
the Company and Tong Ren Tang Ltd. entered into a supplemental agreement on 8 August 2016 (the
“Supplemental Agreement”) to revise the annual caps for the each of the three years ending 31 December
2018 in order to comply with Rule 20.52 of the GEM Listing Rules.
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The new annual caps in respect of the transactions under the Supplemental Agreement for the year ended
31 December 2016 and years ending 31 December 2017 and 2018 are HK$17,400,000, HK$23,200,000 and
HK$26,500,000, respectively. 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 Existing 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.

0n 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 Beijing Tong Ren Tang International Natural-Pharm Co., Ltd. (“TRT International Natural-
Pharm”), a wholly-owned subsidiary of the Company, was appointed by each of Tong Ren Tang Technologies
Group (refer to Tong Ren Tang Technologies, its subsidiaries and its associates (other than the Group)) and
Tong Ren Tang Ltd. Group (refer to Tong Ren Tang Ltd., its subsidiaries and its associates (other than Tong
Ren Tang Technologies Group and the Group)) as the sole distributor of Tong Ren Tang branded products in
Non-PRC Markets for the period from 1 January 2015 to 31 December 2017. TRT International Natural-Pharm
would purchase Tong Ren Tang branded products from Tong Ren Tang Technologies Group and Tong Ren
Tang Ltd. Group and distribute them to Non-PRC Markets.

The annual caps in respect of the transactions under the Exclusive Distributorship Framework Agreements for
the years ended 31 December 2015 and 2016 and year ending 31 December 2017 are HK$90,300,000,
HK$106,400,000 and HK$125,200,000, respectively.

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

LHEFERERRFBE—SHENT :

Transaction amount
for the year ended
31 December 2016

Annual cap
for the year ended
31 December 2016

HE2016F HE2016F

Name of connected party Nature of transaction 12A31H 12A31H

REF BB RHHE IEFEERZE ILEEZFELR

HKS$'000 HKS$’000

FET FHT

(1)  Tong Ren Tang Holdings R{ZE &£ @A Sales of the Owned Products 151,780 260,000

HEBRER

(2) Tong Ren Tang Ltd. E{Z & & 1% Purchase of Angong Niuhuang Wan Powder 15,525 17,400
BEZEFEAR

(3) Tong Ren Tang Technologies and Purchase of Tong Ren Tang branded products for distribution 72,387 106,400

Tong Ren Tang Ltd.

BEARSHNECEREBER

BECERRKRECERR

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.

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;
(2)  onnormal commercial terms or better; and

(3) inaccordance 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.

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 48 to
53 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 2016.
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Interests of the Compliance Advisor

The Company’s compliance advisor, Kim Eng Securities (Hong Kong) Limited (the “Compliance Advisor”) entered
into the Compliance Advisor agreement (the “Compliance Advisor Agreement”) with the Company dated 6 May
2013 effective on 7 May 2013, the date of the listing (the “Listing Date”) of the Company’s shares on the Stock
Exchange. As at 31 December 2015, the engagement of the Compliance Advisor has covered the second full
financial year commencing after the Listing Date, which has been satisfied with the Rule 6A.19 of the GEM Listing
Rules. As at 30 March 2016, the engagement of the Compliance Advisor has expired.

As at 30 March 2016, as notified by the Compliance Advisor, except for the Compliance Advisor Agreement, neither
the Compliance Advisor nor its directors, employees or close associates had any interests in relation to the
Company 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 2016.

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 requlations are brought to the
attention of relevant employees and relevant operation units in the Company and subsidiaries from time to time.

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, 14 March 2017

Beijing Tong Ren Tang Chinese Medicine Company Limited | Annual Report 2016

T3 BRI ) HE

FRABMEGHREREHES (F8) ARAF ((ERER) BEARTN2013F58 6 HEJ
Y EHERBRE > TRARABNRAEMRALTEBEN > B2013F5878 (TE™H
HERY) » 1220155128318 > ARERNEEIEREET LT EBESNE —ExTE
BEE > FERAIEREDRABA191E - L2016 F3 8300 » SREBEMNBEER
HRm e

2016 F3A30H » AREEEGRBEAMEG - FERBEBRI > SRBRAREES
EEHEREHMRALTHEREARBAZER EHRABANKANEGELTANEERT
BRI EMED -

S S PR LR A I AT M W e

BE2016F12A31BLEE > AABATEEAMELARNMERE - HENERIAAQT
] L85 o

e i
FREIEHEERSRAEBEBERR  RIERFRBITHIBM AR EE 2 A RFR
BE - ERESHEEFNBEGEX RBABRROFE1698) IR REREFRFEN

BB BUR e 4 Bl

FERERRERE  DAHTCEEFERARREHSEER - NAEE > AEEHET
—ERIBRERN > SHBHNERRROERER - LEBREBFRAEIIFLE
MEN

WSFIEH N B

EA—REESABKENLETAT  FEBRZZIELREEBRRE » SfFATEL (5622
Z) s  BELZCEL (FE310F) « RFEEG (F112F) REEEG (F57F) - ZEED
HIEAIRIZEF > UBRHTERE o i FERTEEET ZHERELE  BFES
REFURGRETERIERE KOKREE > F2HAERBBELENEE X4
KR o HRAERE R AN F AT KLEEMNARFIBRBEANERE - R0 KRB ERE
Eﬂ( °

- | LB = IEE=R

S B 3 Bk 1 IR ek

ERLAREZABAERENBEY > RELXRATNLRABERRBESHM > EFE
REABERFAIER EHRAUFMRENIRFTRE -

B 4 b

BREFRKEGSHMEBMAZRE  EHSERNEERREFAGEREF - ARF
RREERRAFEAGREEERAIAKEGHNEBMARABTZEENNRZEE - &
AEBE 3 F A BRI o

ey
TR

&8> 2017FE38148

SRACEARERAT | 2016 5 F 8



56

Corporate Governance Report
R EEWS

CORPORATE GOVERNANCE
FRAMEWORK
EREEIE

SHAREHOLDERS

JReH

B=F

FRAMEWORK

zezez | BOARD OF DIRECTORS i i€

BOARD
GOVERNANCE

g IVAN
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COMPETITION
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COMMITTEE
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COMPETITION
EXECUTIVE
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MANAGEMENT

responsible for the communication with
external auditors and review of the
Group’s financial information, financial
reporting system, internal control
procedures and risk management system
BE M HENE L B AER
MBER « MBRERT - BER
ErRREREEHE

responsible for overseeing
the day-to-day management
and operation with Board'’s
delegated authority, and
implementation of the
Group’s strategy and policy
REEFEMTFIOENER
BEENREEREE B
AEE BB R BUR

responsible for reviewing the structure,
size and composition of the Board,
assessing the independence of the
independent non-executive Directors
and making recommendations to the
Board on the appointment and
re-appointment of Directors
BEBRNESGES - ABURMAERMN -
FHEB I IEFRITESRNB L RNBE
REAEFNESGTREERES

responsible for making recommendations
to the Board on the policy and structure
of the remuneration of all the Directors
and senior management for approval

by the Board
BERARBDESRSREEASHNER
N R R R B R E R SR S
HEEEHE

responsible for review of findings by the
competition executive committee on
competing business of the Parent Group
BEERBFNTZEEAMESER
B EBIRE

Q,\\

responsible for monitoring of the
competing business of the Parent Group
BEERAGERHRTFEY
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Corporate Governance Practices

The Board as a whole and the management of the Company are committed to the
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 2016, the Group had complied with all applicable
provisions of the Corporate Governance Code (the “Code”) as set out in Appendix 15 of
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 Issuers

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
Rules 5.48 to 5.67 of the GEM Listing Rules. Having made specific enquiries of all the
Directors, all the Directors confirmed that they had complied with the required standard
of dealings and the code of conduct regarding securities transactions by Directors
adopted by the Company.
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Directors

Details of the composition of the Board and the Directors” biographical information are set out on pages 32 to 35 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 (ii) 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.

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 each year and held meetings in March, April, August and October during the Year. In
consultation with members of the Board, the company secretary of the Company (the “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 2016, the Directors actively
participated in meetings and a summary of the Directors’ attendance records in 2016 are as follows:
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Attendance/Number of Meetings

HERE EERE

Audit Remuneration Nomination  Annual General
Members of the Board Board Committee Committee Committee Meeting
EHENE 55g BREEY FMEESE REEE® RRBFEAE
Non-executive Director JFHITER
Mei Qun #&58% 4/4 - - - 1/1
Executive Directors $|{TE& %
Ding Yong Ling T k¥ 4/4 - 1/1 1/1 1/1
Zhang Huan Ping 5RA T 4/4 4/4 - - 1/1
Lin Man th& 4/4 4/4 1/1 1/1 1/1
Independent Non-executive Directors JHILIEITEE
Leung, Oi Sie Elsie 2E5F 4/4 4/4 - 1/1 0/1
zhao Zhong zhen # 3R 4/4 4/4 1/1 - 1/1
Chan Ngai Chi FRZ& 5t 4/4 4/4 1/1 1/1 1/1
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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:

contain sufficient detail the matters considered by the Board/Board committees and decisions reached;
are sent to the Directors for their comments;

are sent to all Directors/Board committee members within a reasonable time (generally within 14 days)
after such meeting; and

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 2016, 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 board 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, Mr. Mei Qun, Mr. Zhang Huan Ping and Mr. Chan Ngai Chi 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.

Beijing Tong Ren Tang Chinese Medicine Company Limited | Annual Report 2016
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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, 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 reqular basis.

Every executive Director has hands-on knowledge and expertise in the areas and operation in which he/she is
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
requlations, 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.
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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.

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;

(3) 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.
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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, 0i 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, the financial reporting system, internal control procedures and risk
management system 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 2016.

The following is a summary of the work of the Audit Committee during 2016:

1. Review the financial reports for 2015 annual results, 2016 first quarterly results, 2016 interim results and
2016 third quarterly results;

2. Review the findings and recommendations of the internal 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.

0on 6 March 2017, the Audit Committee met to review the Group’s 2016 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 2016 complied with
the applicable accounting standards and the GEM Listing Rules.

The Group’s annual report for the year ended 31 December 2016 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 2016. The Audit Committee also recommended to the Board the re-appointment
of PricewaterhouseCoopers as the Company’s external auditor for 2017 and that the related resolution shall be put
forth for shareholders’ consideration and approval at the 2017 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.
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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, the Remuneration Committee had held a meeting
to review the remuneration package of the Directors and senior management of the Company.

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 members comprising Ms.
Leung, Oi 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 held meeting to review 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 endeavours 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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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 and also to the Chief Executive Officer on
day-to-day duties and responsibilities. Company Secretary is responsible for supporting and advising the Board on
governance matters. All Directors have access to the advice and service of the Company Secretary to ensure that
board procedures, all applicable rules and regulations are followed.

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 Board adopted a Shareholder’s Communication Policy on 8 May 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:

(i)  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;

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

(iii)  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;
(vi) the Company’s Registrar deals with shareholders for share registration and related matters; and

(vii) the investor relations department of the Company handles enquires from shareholders and investors generally.
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In 2016, the Board members, the Company’s senior management, external auditor and legal advisor attended the
annual general meeting, and were available to answer questions. The Company’s notice to shareholders for the
2016 annual general meeting of the Company was sent at least 20 clear business days before the meeting.

At the annual general meeting held in 2016, the Chairman of the meeting (i) explained the detailed procedures for
conducting a poll, and answered questions from shareholders; (ii) 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 annual general meeting held in 2016. 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 80 to 87 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 40 to 41 of this annual report.

Auditor’s Remuneration

The remuneration paid/payable to the Company’s external auditor, PricewaterhouseCoopers for the year ended 31
December 2016 is set out as follows:
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serviced rendered FRiZ{HARTE

Amount £%8
HKS'000 87T

Audit services % EARTS
Non-audit services 3E1%BIARFS
Total 485t

Fee paid to other auditors were approximately HK$444,000.

Non-audit services include consultancy services on internal control procedures and corporate governance.

Internal Control and Risk Management

In light of the updated requirements of Appendix 15 Corporate Governance Code and Corporate Governance Report
of the GEM Listing Rules, this year, the Group has set up a risk management system to establish a clear structure
and procedures for risk management with a systematic and rigorous approach. The Group’s risk management
system is aligned with the internal control framework of international body consisting of the five elements,
namely, the control environment, risk assessment, control activities, information and communication, and
monitoring. The Group’s risk governance structure is based on the “3 lines of defense” model comprised of day-to-
day operational management and control, risk and compliance oversight, and independent assurance.
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The Board is responsible for overseeing the Group’s risk management and internal control systems and reviewing
its effectiveness. The management is responsible for implementing and maintaining a robust internal control
system to protect the Group’s assets and interests of stakeholders. The system is designed to manage rather than
eliminate the risk of failing to achieve business objectives and to provide a reasonable but not an absolute
assurance against misstatements or loss. The Board annually reviews the financial, operating and compliance
affairs of the Group and discuss and formulate strategies or measures to address those risks corresponding to the
changes in the Group’s business after considering the adequacy of resources, staff qualifications and experience,
training progarmmes and etc.

The Board is responsible for determining the Group’s risk profile within the acceptable tolerance levels for key risks,
overseeing the Group’s risk management framework, reviewing the Group’s key existing and potential risks and
their respective mitigation strategies and ensuring risk management effectiveness. The Company has set up a risk
management committee, which is composed of the management of the Company. The risk management
committee holds regular meetings to review the management of these risks and effectiveness of mitigation
strategies and controls and constantly monitor the changes in risks.

Risk assessment is the identification and analysis of existing and emerging risks which identifies, filters and
prioritizes the key risks faced by the Group by the likelihood and impact of the risks to identify significant risks. The
Group has adopted a top-down approach to review and assess if risks are comprehensively identified and
prioritised, and properly addressed by the management to accomplish the Group’s objectives. This Year, the Group
identified top 10 risks, which are categorized as business and strategic risk, operational risk, requlatory compliance
risk and financial & reporting risk, and developed a risk register to document the Group’s key risks and their
respective risk ratings. The Group also identified 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 Group’s risk management approach is a structured mechanism and a continuous process of identifying,
evaluating, prioritizing, managing and monitoring of the risks that the Group faces. The key process of the Group’s
risk management is illustrated below:

According to the risk assessment conducted in 2016, top risks affecting the Group and relevant controls are set out
as below:

Risk Identification

3 Identify potential risks of key processes at least annually
ROSEHNETEBIEZBERR

3 Evaluate and prioritise the risks at least annually
ROSFEHARELHTEREHELEREERE

Formulate risk mitigation plan for the significant risks identified
A PR 9 8 2 B8 K R B 6 5T L B R 4R 51 B

Risk Momtorlng

.. Ill"

3 Implement and review of the identified risks reqularly in order to
' confirm the risk handling strategy can be operated effectively
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Top Risks of the Group
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The Group may not precisely forecast the market condition during investment.
The project may fail to meet the future market demand and the investment cost
may not be recovered, resulting in the project may fail and the profit of the
Group may be affected.
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The Group’s business covers Hong Kong, Mainland China and other overseas
areas. If there are changes in economies, social environment, politics, laws and
regulations of the relevant areas, the Group’s business, operating results and
financial condition may be affected.
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The Company has set up an independent internal audit department which regularly report directly to the Audit
Committee. The internal audit department is responsible for reviewing all aspects of the Group’s activities, risk
management, corporate governance processes and constantly supervising the work flow and risk assessment of
each department of the Group, and assists the Board to independently assess the effectiveness of the internal

control systems and risk management process in order to seek continuous improvement.

Being an integral part of the risk management to provide assurance on the effectiveness of the Group’s risk
management process and system of internal control, the internal audit department reqularly carries out assessment
on the risk management progress and risk responses submitted by risk owners. When developing the annual audit
plan, the internal audit department identifies, prioritises and formulates the audit works by a continuous risk
assessment of the Group’s business activities with significant risks. The Audit Committee reviews and approves the
annual audit plan and approve all subsequent major changes during the quarterly meeting. In the individual audit
project, the internal audit department will further assess the key areas of financial, operational, compliance and
fraud risk to evaluate the control effectiveness and the mitigation measures adopted by management.

The internal audit department reports significant risks, material changes and the associated mitigating actions and
highlights to the Audit Committee quarterly to enhance the accountability and quality of the risk management
process. The internal audit department will communicate with management in details on all findings and
recommendations on internal control deficiencies identified from each audit work. Management will establish
remedial plans to improve those internal control deficiencies within a reasonable time period. The internal audit
department will report significant deficiencies of individual engagement to the Audit Committee.

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. The Audit Committee has annually reviewed the
adequacy of resources, qualifications, experience and training programmes of the Group’s internal audit, accounting
and financial report functions and considered that staffing is adequate and that all staff are of sufficient
competence to carry out their roles and responsibilities.

Through the Audit Committee, the Board has conducted annual review of the effectiveness of the Group’s risk
management and internal control systems for the year ended 31 December 2016, covering all material financial,
operational and compliance controls, and it has considered the Group’s risk management and internal control
system to be effective and adequate.
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Disclosure of Inside Information

The Group acknowledges its responsibilities under the Securities and Futures Ordinance, Chapter 571 of the laws of
Hong Kong and the GEM Listing Rules that inside information should be announced to the public as soon as
reasonably practicable.

The procedures and internal controls for the handling and dissemination of inside information are as follows:

The Board shall take reasonable precautions for preserving the confidentiality of Inside Information and the
relevant announcement (if applicable) before publication;

Before the relevant information is fully disclosed to the public, the Group should ensure that all Inside
Information must be treated strictly confidential; and

Disclosure must be made in a manner that provides the public with an equal, timely and effective access to
the inside information disclosed, such as through the electronic publication system operated by The Stock
Exchange of Hong Kong Limited.

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:

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.

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.

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 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.

(i) 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

During the year under review, no change has been made to the Articles of Association.
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.
pwec

To the Members of Beijing Tong Ren Tang Chinese Medicine Company Limited
(incorporated in Hong Kong with limited liability)

Opinion
What we have audited

The consolidated financial statements of Beijing Tong Ren Tang Chinese Medicine Company Limited (the
“Company”) and its subsidiaries (the “Group”) set out on pages 88 to 191, which comprise:

the consolidated balance sheet as at 31 December 2016;

the consolidated income statement for the year then ended;

the consolidated statement of comprehensive income for the year then ended;
the consolidated statement of changes in equity for the year then ended;

the consolidated statement of cash flows for the year then ended; and

the notes to the consolidated financial statements, which include a summary of significant accounting
policies.

Our opinion

In our opinion, the consolidated financial statements give a true and fair view of the consolidated financial position
of the Group as at 31 December 2016, and of its consolidated financial performance and its consolidated cash flows
for the year then ended in accordance with Hong Kong Financial Reporting Standards (“HKFRSs”) issued by the
Hong Kong Institute of Certified Public Accountants (“HKICPA”) and have been properly prepared in compliance
with the Hong Kong Companies Ordinance.

Basis for Opinion

We conducted our audit in accordance with Hong Kong Standards on Auditing (“HKSAs”) issued by the HKICPA. Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements section of our report.

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

We are independent of the Group in accordance with the HKICPA’s Code of Ethics for Professional Accountants (“the
Code”), and we have fulfilled our other ethical responsibilities in accordance with the Code.

PricewaterhouseCoopers, 22/F, Prince’s Building, Central, Hong Kong
T: +852 2289 8888, F: +852 2810 9888
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Key Audit Matter L R

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of FREBFETESRBERMNEZAE > RARANAAHMBRRNEARAZTENS
the consolidated financial statements of the current period. These matters were addressed in the context of our He GEFEERARMBARRSHMBRAAEARRNETEREN - HMFEHE
audit of the consolidated financial statements as a whole, and in forming our opinion thereon, and we do not LEHERHERNER -

provide a separate opinion on these matters.

Key audit matter identified in our audit is impairment of goodwill. BMESPH MRS SER A A ERE -
Key Audit Matter How our audit addressed the Key Audit Matter R Bt HIE BRIREH A EIERRE s H1E
Impairment of goodwill We evaluated management’s impairment assessment including cash EERE PGB T EEENRETG 2RSS REER
flow forecast, and the process by which they were drawn up, and KREGIERE > W EARTHERSE -
Refer to note 4 (Critical accounting tested the underlying calculations. F2REHMBRRWE 4 (E
estimates and judgments) and note 16 K& sHh st R HIER) R MizE16 o
to the consolidated financial Specific work we performed over the impairment assessment KA REFERIT TN THERT(E
statements. included:
As at 31 December 2016, the Group . comparing management’s short-term forecasted sales and mEs BEEELXEESH - 5 TR i 1 5T R 8 & TR ORI R A B SR B 5P 2
had a goodwill of HK$49,419,000 and it profit margins with historical performance; HMBERRNEABEH - HE BEIFEEE 5
was significant to the consolidated 20165128318 HER&EA
financial statements. . comparing the management’s key assumptions for discount 49,419,000 B 7T © . RZzEBRAPEEEHMRAERRAKREE
rate and long-term growth rate in the forecast with industry BRI EIT R BREITHER ; &
Management prepared the value-in- data; and EEERBELEEEMBZRE
use calculation based on cash flow EHBETHNIRSRERNRER
forecast of the cash-generating unit . obtaining management’s sensitivity analysis over the key HEABEEREE  UEIZESE - ST EEEHIRE RN IS
that included this goodwill to assumptions of the cash flow forecast to analyse the potential GFHEREEREE - HMEFRKILE U MBEIRERBIERZ -
determine whether there was any impact of a range of possible outcomes. EFEEREEAGRERFERE
impairment. We focused on this area BEREY R E AN EIEE H &
due to the size of the goodwill balance We found management’s assessments that there was no impairment R © KMER > BRERMMENESE  EEEMHEL
and the significant judgments and of goodwill is supportable by the evidence we gathered and consistent AEERENTEL > ERMAOTER— -

assumptions the management used in  with our expectation.
preparation of value-in-use calculation.

Management has concluded that there EEENGwRE BERER

is no impairment of goodwill. ENEE -
Other Information L5 2
The directors of the Company are responsible for the other information. The other information comprises all of the BERAESEAHHEMEEAE - HMEEBEFRANMARGE » EXBESHUBER
information included in the annual report other than the consolidated financial statements and our auditor’s report REKFIIZEEAR S ©
thereon.
Our opinion on the consolidated financial statements does not cover the other information and we do not express BMEEHEBRRNBEREFREEMER > RAUTFEZEEMEBHREMTL
any form of assurance conclusion thereon. e AL ©
In connection with our audit of the consolidated financial statements, our responsibility is to read the other EERMAEEHEMBHRRINSS > RANETRFAEBEMER > FLBAREF > TEEM
information and, in doing so, consider whether the other information is materially inconsistent with the EERTHEAHU BRI KRMEB T BEFRATHRNBEREEERNIEEREULEE
consolidated financial statements or our knowledge obtained in the audit or otherwise appears to be materially BARIERFRAMAYIE R ©
misstated.
If, based on the work we have performed, we conclude that there is a material misstatement of this other ERBMAENTH I URHEMIAHEMEEEEEAEREL > RABEREZE
information, we are required to report that fact. We have nothing to report in this regard. BoEEAE  BMEERMARKRS o
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Responsibilities of Directors and the Audit Committee for the
Consolidated Financial Statements

The directors of the Company are responsible for the preparation of the consolidated financial statements that give
a true and fair view in accordance with HKFRSs issued by the HKICPA 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.

In preparing the consolidated financial statements, the directors are responsible for assessing the Group’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to liquidate the Group or to cease operations, or have
no realistic alternative but to do so.

The Audit Committee is responsible for overseeing the Group’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Consolidated
Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes
our opinion. We 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. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of these
consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise professional judgment and maintain professional
scepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the consolidated financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence
that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

Obtain an understanding of internal control relevant to the audit 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 Group’s internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the directors.

Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may
cast significant doubt on the Group’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in the
consolidated financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However, future
events or conditions may cause the Group to cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the consolidated financial statements, including
the disclosures, and whether the consolidated financial statements represent the underlying transactions
and events in @ manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Group to express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the group audit. We remain solely responsible
for our audit opinion.
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We communicate with the Audit Committee regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal control that we identify during
our audit.

We also provide the Audit Committee with a statement that we have complied with relevant ethical requirements
regarding independence, and to communicate with them all relationships and other matters that may reasonably
be thought to bear on our independence, and where applicable, related safequards.

From the matters communicated with the Audit Committee, we determine those matters that were of most
significance in the audit of the consolidated financial statements of the current period and are therefore the key
audit matters. We describe these matters in our auditor’s report unless law or regulation precludes public disclosure
about the matter or when, in extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in this independent auditor’s report is Lo Kai Leung, Thomas.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 14 March 2017
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Consolidated Income Statement
ST

For the year ended 31 December 2016 #Z2016512H318LLFE

Revenue WA
Cost of sales $4£ pzs
Gross profit £F
Distribution and selling expenses 43 #4 & #4 &5 B2
General and administrative expenses —f& 1T EIFI %
Other net gains EMF1§ — F%8
Operating profit 4F &5
Finance income BF 75U &%
Finance costs B4%537
Finance income, net 2B FE UL
Share of losses of investments accounted for using the equity method FE{L¥&1E A NIRZ R B H1E
Impairment loss on an investment accounted for using the equity method &AEZTENBRZ X E 2 REHE
Profit before income tax BRFR1STRAIF;H
Income tax expense FriSRBEI
Profit for the year SEEEFI:H
Profit attributable to: JAF A LFE(LFIE :
owners of the Company ZR A #EE A
Non-controlling interests JE3% AG 1 2%

Earnings per share attributable to owners of the Company for the year (expressed in HKS per share)
FERF2TRAARESREN USKBTIIT)
Basic and diluted earnings per share SRE A RIBHEEF

The notes on pages 100 to 191 are an integral part of these consolidated financial statements.
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CRULLENS

For the year ended 31 December 2016 #Z=20165F12H31HLLEE

Note PffzE

5
6

10
10

11

12

2016

HK$’000 Fi#7T

2015 |

HKS$'000 F787T

1,084,280 970,477
(289,193) (289,600)
795,087 680,877
(161,901) (141,930)
(109,611) (90,080)

3,924 3,608
527,499 452,475
7,913 8,749
(43) (215)
7,870 8,534
(1,809) (4,395)
(1,290) -
532,270 456,614
(92,390) (82,036)
439,880 374,578
420,315 354,249
19,565 20,329
439,880 374,578
0.50 0.42

F100E 19 BN ERZFAHMBRRAOERED
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Consolidated Statement of Comprehensive Income Consolidated Statement of Comprehensive Income
APt e R LR L EnT S

For the year ended 31 December 2016 #Z2016512H318LLFE For the year ended 31 December 2016 #Z2016512H318LLFE
| 2016 2015 |
Note Pfi&E HK$’000 F#7T HKS'000 F#7T
Profit for the year EEFIH 439,880 374,578

Other comprehensive losses: H {4z & 548 :
Item that may be reclassified to profit or loss B#& R sEE# 7 B E B EH

Change in value of available-for-sale financial asset AJfittHE&E £ R B EBEEH) 17 (475) -

Currency translation differences & #& T EZE (4,721) (16,119)
Other comprehensive loss for the year &£ EE 4z 5 #5418 (5,196) (16,119)
Total comprehensive income for the year FE4Z &N E425E 434,684 358,459
Attributable to: A A L&Y

owners of the Company &K AEI#EH A 415,656 342,155

Non-controlling interests JE¥=RRIEZE 19,028 16,304
Total comprehensive income for the year FEELR S UNEELEEE 434,684 358,459

The notes on pages 100 to 191 are an integral part of these consolidated financial statements. B100E 191 BNMERAZE S HMFRROAERBD
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Consolidated Balance Sheet
N

aOFEEARE

As at 31 December 2016 #2016512831H

Assets BE
Non-current assets JEFENE &
Leasehold land FA& 13t
Property, plant and equipment #2. RS K=& &
Intangible assets ;& &
Investments accounted for using the equity method IZEZENEREZ R E
Available-for-sale financial asset EIfitH & S RIE &
Deposits paid for purchase of property, plant and equipment BB, BB MRENE[TEE
Deferred income tax assets IEXEF1SIRE &=

Current assets B &&=
Inventories 7 &
Trade receivables and other current assets & 5 FEUREIE N L mEh & &
Short-term bank deposits 42ER$R1TER
Cash and cash equivalents 3R &M IREEEY)

Total assets #E E
Equity and liabilities xRk & &
Equity attributable to owners of the Company Zs 2 E]#EH A FE(LiEE
Share capital f2Zs
Reserves f#f&
— Other reserves HEfthff&
— Retained earnings &% B

Non-controlling interests JE{ZBRIERE
Total equity #5445

Liabilities & &

Non-current liabilities JE;REh & &

Borrowing 18 &
Deferred income tax liabilities IEZEFF 1SR & &

Current liabilities SRE) & &
Trade and other payables & 5 & HAthfE{T=IE
Current income tax liabilities & HAFFSIR & &

Total liabilities A& &
Total equity and liabilities 35 B & B48%E

The notes on pages 100 to 191 are an integral part of these consolidated financial statements.

The financial statements on pages 88 to 191 were approved by the Board of Directors on 14 March 2017 and were

signed on its behalf.

Ding Yong Ling Lin Man
Director Director
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As at 31 December 2016 #2016512831H

Note PffzE

14
15
16
10
17

18

19

20

21
21

22
23

24
18

25

2016

HK$’000 Fi#7T

2015 |

HKS$'000 F787T

16,551 17,094
256,012 262,430
81,279 61,336
19,810 23,081
13,313 -
1,221 334
9,990 8,520
398,176 372,795
178,539 160,259
194,506 213,665
786,044 520,406
797,557 759,860
1,956,646 1,654,190
2,354,822 2,026,985
938,789 938,789
(26,301) (22,807)
1,210,053 899,726
2,122,541 1,815,708
104,696 93,207
2,227,237 1,908,915
556 561

4,138 4,791
4,694 5,352
88,372 76,984
34,519 35,734
122,891 112,718
127,585 118,070
2,354,822 2,026,985

F100E 191 BRI MR ZEF S HMBRRWARDD

B8 EIIHMMBRARMN2017F3/ 4BEESFGHAE > THUTAREE -

Tkie
BE

e
BE
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Consolidated Statement of Changes in Equity

A PFHER RS &

For the year ended 31 December 2016 #ZE20165F12831HILEE

Note fffzE

At 1January 2015 12201518 1H
Comprehensive income 42 & iz
Profit for the year EEFIE
Other comprehensive loss Efthir & #5418
Currency translation differences S R iE%E
— Group AEE
— Joint ventures and associates & 1t % K E AT
Total comprehensive income 42 & iy #4848
Transactions with owners in their capacity as owners EigEZFIEEUHFREENFHETHRS
Transfer of retained earnings to statutory reserve EERBINGE T A EHE
Dividends relating to 2014 2014 EERIAR &

Issue of ordinary shares relating to business combination =% & 4247 B R 28
Non-controlling interests arising from acquisition of a subsidiary ¢ URB&H B A T Fr & £ R FE =R 28

Capital injections into subsidiaries EIfiB AR EE

Capital deduction of a subsidiary B AR BEHL

Changes in ownership interests in a subsidiary without change of control i E AN B A B 23 29
Total transactions with owners in their capacity as owners E{EzEFiE & U HFAEEN SR EITHR Z ML

At 31 December 2015 420155128318

The notes on pages 100 to 191 are an integral part of these consolidated financial statements.
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Consolidated Statement of Changes in Equity
O OFHERS S B &

For the year ended 31 December 2016 #Z20165F12831HILFE

Attributable to owners of the Company A B %A AFE(G

Non-
Merger Other Statutory Exchange Retained controlling Total
reserve reserves reserve reserve earnings Total interests equity
Eftf#EE  Htthk  EERE ERHEE  RERE B FEkEm 0 EDEE

HKS'000  HK$'000  HKS'000  HKS'000  HKS'000  HK$000  HKS'000  HKS'000  HKS'000
FERT FERT FERT FERT FERT FET FERT FERT FET
867,363 (13,124) 742 2,927 (2,549) 630390 1,485,749 51,112 1,536,861
- - - - - 354249 354249 20329 374578
- - - - (9,985) - (9,985) (4,025 (14,010)
- - - - (2,109) - (2,109) - (2,109
- - - - (12094) 354249 342,155 16304 358,459
g g g 1,203 - (1,203) - - 2\
- - - - - (83710)  (83,710) (6,087)  (89,797)
71,426 - - - - - 71,426 - 71,426
- - - - - - - 21,144 21,144
- - - - - - - 10,844 10,844
- - - - - - - (1,031) (1,031)
- - 88 - - - 88 921 1,009
71,426 - 88 1,203 - (84913)  (12,19) 25,791 13,595
938,789 (13,124) 830 4130 (14643) 899726 1,815,708 93207 1908915

B0 E 191 BHNMERAZEF S HMBRROARBD
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Consolidated Statement of Changes in Equity
A PFHER RS &

For the year ended 31 December 2016 #ZE20165F12831HILEE

Consolidated Statement of Changes in Equity

aOFHER RS &

For the year ended 31 December 2016 #Z20165F12831HILFE

Attributable to owners of the Company AT #EHE AL

Non-

Share Merger Other Statutory Exchange Retained controlling
capital reserve reserves reserve reserve earnings Total interests
x AR HttREE  EERE EREFE REOW= CH 2
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TERT T#ERT T#Rx T#RT Ti#w Ti#w Ti#wT Ti#wT Ti#wT
At 1 January 2016 12201651818 938,789 (13,124) 830 4,130 (14,643) 899,726 1,815,708 93,207 1,908,915
Comprehensive income 42 & iz
Profit for the year FEFIH = = = = - 420,315 420,315 19,565 439,880
Other comprehensive loss E 4z & 5518
Change in value of available-for-sale financial asset AJfit i & &R & EBEZS) = = (475) = = = (475) = (475)
Currency translation differences BRI ELE
— Group &M = - - - (4,012) - (4,012) (537) (4,549)
— Joint ventures A& b3 = = - - (172) - (172) - (172
Total comprehensive income 43 & Iz 4858 - - (475) - (4,184) 420,315 415,656 19,028 434,684
Transactions with owners in their capacity as owners E{EZEFiE EUHBE EN S REITHR S
Transfer of retained earnings to statutory reserve EERBINGE E L EHE - - - 1,165 - (1,165) - - -
Dividends relating to 2015 2015 FEABRIZ & - - - - - (108,823)  (108,823) (19,239)  (128,062)
Capital injections into subsidiaries M AT EE = = = = = = = 11,700 11,700
Total transactions with owners in their capacity as owners iR EUEFIAEN S RETHR ML = = = 1,165 - (109,988)  (108,823) (7,539)  (116,362)
At 31 December 2016 1420165128310 938,789 (13,124) 355 5,295 (18,827) 1,210,053 2,122,541 104,696 2,227,237

The notes on pages 100 to 191 are an integral part of these consolidated financial statements.
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Consolidated Statement of Cash Flows
GO TR ER

For the year ended 31 December 2016 #Z2016512H318LLFE

Cash flows from operating activities X & ;EEFREEMNRSHE
Cash generated from operations &S & FrEENIRS
Interest paid 1372
Income tax paid BAFFFEH
Net cash generated from operating activities &S & EEFTE LIRS PR
Cash flows from investing activities X Z EEIFFEEHNIRERE
Interest received BULFI &
Dividends received from a joint venture BUR&E T2 S
Increase in short-term bank deposits with original maturities exceeding three months
[FHAR 2 =18 B M k2 5 HRsR 1T RRIg N
Investment in an associate RE#= AT IR E
Purchase of property, plant and equipment BB « lBE K& E
Purchase of intangible assets & & A, & &=
Acquisition of a subsidiary, net of cash acquired YBEHI B A E]
Purchase of available-for-sale financial asset #8 E Al HE&E SRUE &=
Deposit paid for purchase of property, plant and equipment BEBE¥)% « BEKRRENBEAES
Net cash used in investing activities ¥ & EEIFT IR S F 58
Cash flows from financing activities R4 ;EBIFiEENIRERE
Capital injection by non-controlling interests JEi= AR IER &
Drawdown of borrowing & & 120
Repayment of borrowing & &&=
Proceeds from disposal of interest in a subsidiary without loss of control FERLIEHIIE T S E M B A B E DR 2 FHSFUE
Cash paid to non-controlling interests due to reduction in share capital of a subsidiary Hf& A3 & 74
Dividends paid to the Company’s shareholders B {1z~ A F R ERAIAE 2
Dividends paid to non-controlling interests B {4 IERRIETE AR B
Net cash used in financing activities Ri & ;EENFR AR S H 58

Net increase in cash and cash equivalents IR & KR IR £ S {EY1EINEEE
Cash and cash equivalents at beginning of year 4] ZREMIREFEY
Exchange losses on cash and cash equivalents £ MRS EBYIEREL

Cash and cash equivalents at end of year & ZIRE RIS ZEY

The notes on pages 100 to 191 are an integral part of these consolidated financial statements.
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Consolidated Statement of Cash Flows
Gt E R aEER

For the year ended 31 December 2016 #Z=20165F12H31HLLEE

2016 2015 |

Note FfizE HK$’000 F# 7T HKS$'000 T8 7T
26(a) 563,642 427,365
(43) (215)

(95,878) (73,574)

467,721 353,576

7,913 8,749

- 203

(265,638) (49,877)

- (3,930)

(13,915) (26,189)

(21,660) -

26(c) - 3,197
(13,788) -

(2,689) (784)

(309,777) (68,631)

11,700 8,308

- 8,132

- (7,557)

26(d) - 1,009
- (1,031)

13 (108,823) (83,710)
(19,239) (6,087)

i 35) (E0%35).

41,582 204,009

759,860 563,383

(3,885) (7,532)

797,557 759,860
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Notes to the Consolidated Financial Statements

CRUL R R TS

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 (HKS$), unless otherwise stated.
These consolidated financial statements have been approved for issue by the Board of Directors on 14 March
2017.

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”) and requirements of the Hong Kong Companies
ordinance Cap. 622. The consolidated financial statements have been prepared under the historical
cost convention, as modified by the revaluation of available-for-sale financial asset, which is carried
at fair value.

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

(i) Adoption of improvements, new and amendments to standards

The Group has adopted the following improvements, new and amendments to existing
standards which are relevant to the Group’s operations and are mandatory for the financial
year beginning on or after 1 January 2016:

Annual Improvements Project Annual Improvements 2012-2014 Cycle

(Amendment)

HKAS 1 (Amendment) Disclosure Initiative

HKAS 16 and HKAS 38 Clarification of Acceptable Methods of Depreciation and
(Amendment) Amortisation

HKAS 27 (Amendment) Equity Method in Separate Financial Statements

HKFRS 10, HKFRS 12 and Investment Entities: Applying the Consolidation Exception

HKAS 28 (Amendment)

HKFRS 14 Regulatory Deferral Account
HKFRS 11 (Amendment) Accounting for Acquisition of Interests in Joint Operations

The adoption of the above improvements, new and amendments to standards did not have any
significant financial impact on these consolidated financial statements.
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Notes to the Consolidated Financial Statements

CRUL R R TS

2 Summary of significant accounting policies (continueq)
(a) Basis of preparation (continued)

(if)

New standards and amendments to standards which are not yet
effective

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
2017 or later periods, but have not been early adopted by the Group.

HKAS 7 (Amendment) Disclosure Initiative®
HKAS 12 (Amendment)

HKFRS 2 (Amendment)

Recognition of Deferred Tax Assets for Unrealised Losses

(lassification and Measurement of Share-based Payment
Transactions®

HKFRS 9 Financial Instruments®

HKFRS 10 and HKAS 28 Sale or Contribution of Assets between an Investor and its
(Amendment) Associate or Joint Venture®

HKFRS 15 Revenue from Contracts with Customers®

HKFRS 15 (Amendment) Clarifications to HKFRS 15@
HKFRS 16 Leases®

Effective for the accounting period beginning on 1 January 2017
Effective for the accounting period beginning on 1 January 2018
Effective for the accounting period beginning on 1 January 2019
Effective date to be determined

=

g8 38

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.

(b) Subsidiaries

(i)

Consolidation

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.
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Notes to the Consolidated Financial Statements

CRUL R R TS

2 Summary of significant accounting policies (continueq)
(b) Subsidiaries (continueq)

(i)

(i)

Consolidation (Continued)
Business combinations (Continued)

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.

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.

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 a dividend
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 goodwill.
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2 Summary of significant accounting policies (continueq)

(c)

(d)

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.

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 balance sheet of the Company, 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 balance sheet of the Company, 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 arrangements

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.

Beijing Tong Ren Tang Chinese Medicine Company Limited | Annual Report 2016

Notes to the Consolidated Financial Statements

CRUL RGE eSS

2 RS BUORBEE @
(ORI = %/NTi |

BMEAREAERHEAEARENEL BIEFENER  —RNEES
H20%E50% R ZEMKE - RBHEQADNKERBREGHATIR - R
BREEE  REMBURATES » RIREERR > IREEE MR - 5
SRAERGRRESFENEE FEERBERARNRESERER
AR EE o WEBMEQARNMARERZR  MEARNMERAEERRE
HHMEAT RN EERAENANBEFENEAEBARIIESSE o

HREERARNFRAREERDENREEATEN > AEARBERL
BIREMGRS W EREREENIG > REEBERTEMIDEETAR -

FEEBGEWBROMEHGREN NS RER > MEGRBRNEMES
Wik S8 7E H AR S W FESD - MARMEABIR B MIREE o A& M A B
ERABIRSNSBBFHE QR ED (SEEMEthERIKRENRRER)
B> AEBETBREDER  RIEAEBRIESZESNHEESEAHE
ABIZAIRRIA ©

FEEREREOEEECSTEEBRETIBEQATNNREHTRE -
HEARE AEEGHEHRAESE (RHE AR KEIEHEEARE
B2 ER) TRIRERN TR EREREZARZREFE, BE IR ZEE

FEEREBEATNMZ LT HRSMEEFBREERAEBMBERE
MR BELCFRMERESNBEARNNEEAR - RIFARBERTRS
FRREENEERRAE > TRREREGRETETUEE - MEAT T
BRENVEREE > DURAEREBRMNNBE - -

IR EHE A B AR RO 8 I i SRS R WK s AR T ©

EXRABNEESERT > RBMEQARNKRERMRA R R EBEERF
FIER o RAE R E R KR AR S HEDR B BE AT K

AAADNAEABED  NRABE L ERRZ R EBBERR LM
BWEADNGERERE  ABIMBRENEAREESE A HHBE
FRREATNEEFHE (DEHE) WREE  AYENHEATREEE
BRI o

(d) AL
FEECHMBERERHEASBVMBREENE 115 - RESBMHR
SEAE N REELZHNRERIIRETN SN REELER
BEEBHAGELE - FAEEBTLEERHNEE  BREEESAGED
o GEREBEEIAAR -

REREGSHE > REBEREZ TN DIRAATRES > BRBAEURER LK
EEREKEBERTERNEEREMGS NG 28 c FEERSELEN
RECERBEREENHE - WESELENMARREDZR > SELREN
A AEERLEECETHIBEERAENAABEPENEAEZSE
ARFIFEE - MAEBEESEEEZERENABEMBGEREZ
i (BEERBRAEERSEREREFR I ERNRAER) - £&H
THEERBEE  BREAEEEESERNSERENR > BIIERGR °

ERACEARERAT | 20165 F 8

107



Notes to the Consolidated Financial Statements

CRUL R R TS

2 Summary of significant accounting policies (continueq)
(d) Joint arrangements (Continued)

(e)

(M)

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. Accounting policies of the
joint ventures have been changed where necessary to ensure consistency with the policies adopted
by the Group.

In the balance sheet of the Company, 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 balance sheet of the Company, 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 goodwill.

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

Items 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 (“HKS"),
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.

(iii) 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.
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2 Summary of significant accounting policies (continueq)

()

(8)

(h)

Foreign currency translation (continued)
(iv) Disposal of foreign operation

0n 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.

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 Shorter of remaining lease term or useful life
— Plant and machinery 3 to 12 years

— Motor vehicles 5 to 8 years

— Furniture and equipment 2.5 to 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)).

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 CGUs, that is expected to benefit
from the synergies of the combination. Each unit or group of units to which the goodwill 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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2 Summary of significant accounting policies (continueq)
(h) 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 relationships of ten years.

(iii) Other intangible assets

Within the Group there are two types of other intangible assets: management contract and
exclusive supply contract. These intangible assets acquired have a finite useful life and are
carried at cost less accumulated amortisation. Amortisation is calculated using the straight-line
method over their expected useful lives within 20 years.

(i) 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 of disposal 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.

(j)  Financial assets
(i) Classification

The Group classifies its financial assets as loans and receivables and available for sale. The
classification depends on the purpose for which the financial assets were acquired.
Management determines the classification of its investments at initial recognition depending
on the purpose for which the investments are acquired.

(@ Loans and receivables

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”,
“short-term bank deposits” and “cash and cash equivalents” in the consolidated balance
sheet (Notes 2(m) and 2(n)).

(b)  Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either designated in this
category or not classified in any of the other categories. They are included in non-current
assets unless the investment matures or management intends to dispose of it within 12
months of the end of the reporting period.

(ii) Recognition and measurement

Regular way purchases and sales of financial assets are recognised on the trade-date — the
date on which the Group commits to purchase or sell the asset. Investments are initially
recognised at fair value plus transaction costs for all financial assets not carried at fair value
through profit or loss. Financial assets are derecognised when the rights to receive cash flows
from the investments have expired or have been transferred and the group has transferred
substantially all risks and rewards of ownership.

Loans and receivables are subsequently carried at amortised cost using the effective interest
method. Available-for-sale financial assets are subsequently carried at fair value.

Changes in the fair value of available-for-sale financial assets are recognised in other
comprehensive income. When the available-for-sale financial assets are sold or impaired, the
accumulated fair value adjustments recognised in equity are included in the consolidated
income statement as gains or losses from financial assets.

Dividends on available-for-sale equity instruments are recognised in the consolidated income
statement as part of other income when the Group’s right to receive payments is established.
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2 Summary of significant accounting policies (continueq)

()

Financial assets (continued)
(iii) 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.

(k) Impairment of financial assets

U)

(i) Assets carried at amortised cost

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.

(ii) Assets classified as available for sale

The Group assesses at the end of each reporting period whether there is objective evidence
that a financial asset or a group of financial assets is impaired.

For equity investments, a significant or prolonged decline in the fair value of the security below
its cost is also evidence that the assets are impaired. If any such evidence exists the cumulative
loss — measured as the difference between the acquisition cost and the current fair value, less
any impairment loss on that financial asset previously recognised in profit or loss — is
reclassified from equity and recognised in profit or loss. Impairment losses recognised in the
consolidated statement of profit or loss on equity instruments are not reversed through the
consolidated statement of profit or loss.

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.

(m) 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, excluding prepayments, 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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2 Summary of significant accounting policies (continueq)

(n)

(0)

(p)

(r)

(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.
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2 Summary of significant accounting policies (continueq)
(s) Current and deferred income tax (continued)
(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.

(ii) 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.

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.

(iii) 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.

(t) 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.
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2 Summary of significant accounting policies (continueq)

(t)

(u)

(v)

Employee benefits (continueq)
(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.

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.
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2 Summary of significant accounting policies (continueq)
(v) Revenue recognition (continued)
(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) Interestincome

Interest income is recognised using the effective interest method.

(v) Dividend income

Dividend income is recognised when the right to receive payment is established.

(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
(@) 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) Market risk

1 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 2016, 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 2016 would have been HK$3,012,000 (2015: HK$4,621,000)
higher/lower, mainly as a result of foreign exchange gains/losses on translation of Hong
Kong dollar-denominated trade payables 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.

2 Cash flow 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 2016, 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$7,907,000 (2015: HK$6,369,000) higher/lower, respectively,
mainly as a result of higher/lower interest income on bank deposits.
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3 Financial risk management (continueq)

(@)

(b)

(o)

Financial risk factors (continueq)
(ii) Credit risk

Credit risk arises from bank deposits and trade receivables (including trade receivables from
fellow subsidiaries and joint ventures) 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 2016, 89.6% of the Group’s trade receivables were due within 90 days (2015:
89.9%). The maximum exposure to credit risk is represented by the carrying amount of trade
receivables in the consolidated balance sheet.

(iii) 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 2016, the
Group’s financial liabilities were mainly trade and other payables amounting to HK$88,372,000

(2015: HK$76,984,000), which were due within 12 months and equal their carrying balance as
the impact of discounting is not significant.

Capital management

The Group’s objectives when managing capital are to safequard 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.

Fair value estimation

The Group’s available-for-sale financial asset is carried at fair value as at 31 December 2016 by level
of the inputs to valuation techniques used to measure fair value. Such inputs are categorised into
three levels within a fair value hierarchy as follows:

Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1).

Inputs other than quoted prices included within level 1 that are observable for the asset or
liability, either directly (that is, as prices) or indirectly (that is, derived from prices) (level 2).

Inputs for the asset or liability that are not based on observable market data (that is,
unobservable inputs) (level 3).

The Group’s available-for-sale financial asset is included in level 1.

Details on the fair value measurement for available-for-sale financial asset are set out in Note 17 to
the consolidated financial statements.

The rest of 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 and
borrowing are measured at amortised cost.
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Critical accounting estimates and judgments

Estimates and judgments 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) Other intangible assets

The Group tests whether the other intangible assets have suffered any impairment whenever events
or changes in circumstances indicate that the carrying amount may not be recoverable in accordance
with the accounting policy stated in Note 2(h). The recoverable amount of the other intangible assets
has been determined as its value in use.

Segment information

The chief operating decision maker has been identified as the executive directors and non-executive director
of the Company (the “Executive Directors” and the “Non-executive Director”). The Executive Directors and
Non-executive Director review the Group’s internal reporting in order to assess performance and allocate
resources and have 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 have determined that the Group has three reportable operating segments.

The geographical location of revenue is analysed based on location where goods are sold and services are
provided. The details are set out as follows:

(i) Hong Kong — sale of Chinese medicine products and healthcare products and provision of Chinese
medical consultation and treatments through retail outlets as well as wholesale of Chinese medicine
products in Hong Kong. In addition, it includes the royalty fee income received from overseas entities
for using “Tong Ren Tang” brand name.

(i) Mainland China — wholesale of healthcare products in Mainland China and the sole distribution of
Tong Ren Tang branded products of Tong Ren Tang Technologies and Tong Ren Tang Ltd. to customers
outside Mainland China.

(iii)  Overseas — retail and wholesale of Chinese medicine products and healthcare products and provision
of Chinese medical consultation and treatments in other overseas countries, including Macao.

Unallocated items comprise mainly corporate expenses.
Sales between segments are carried in accordance with terms agreed by the parties involved.

The Executive Directors and Non-executive Director assess the performance of the operating segments based
on revenue and segment results of each segment. Management has determined the operating segments
based on the location of the entities and the information reviewed by the Group’s chief operating decision
maker for the purposes of allocating resources and assessing performance.

Segment assets include leasehold land, property, plant and equipment, intangible assets, investments
accounted for using equity method, available-for-sale financial asset, deferred tax assets, deposits paid for
purchase of property, plant and equipment, inventories, trade receivables and other current assets, short-
term bank deposits and cash and cash equivalents. Segment liabilities include borrowing, trade and other
payables, current and deferred income tax liabilities.
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5 Segment information (continueq) 5 b EF @
(@) Analysis of consolidated income statements @ G B

Hong Kong Mainland china Overseas

s £ ] P 3t k)

HK$’000 F#Jt  HKS$'000 F#st  HKS'000 Fi#st  HKS'000 Fi#iT
Year ended 31 December 2016 82016 FE12A31 HILEE

Segment revenue 3 ZBULA 826,109 316,892 252,842 1,395,843
Inter-segment revenue 43 ZBREULA (229,022) (82,187) (354) (311,563)
Revenue from external customers 28 H4MERE B Z WX A 597,087 234,705 252,488 1,084,280
Contribution to segment results 3 2P 48 2 B 530,060 15,918 24,646 570,624
Depreciation and amortisation 725 K # 8 (15,183) (605) (6,670) (22,458)
Amortisation of intangible assets 2 & E# i (1,300) - (417) (1,717)
Write-off of inventories 775 #UR (730) (17) (115) (862)
Segment results 3 S 248 512,847 15,296 17,444 545,587
Inter-segment elimination 432 5 ¥ 85 (18,088)
Operating profit &% 773 527,499
Finance income Bf#5 U7 7,494 180 239 7,913
Finance cost B 7§37 H! (12) = (31) (43)
Share of losses of investments accounted for using the equity method FE(SIREZEZARZ IR EEE (1,809)
Impairment loss on an investment accounted for using the equity method

BEDEANRZREZ RER (1,290)
Profit before income tax BREF1S#R 51 F 532,270
Income tax expense FTEM A (85,648) (2,502) (4,240) (92,390)
Profit for the year E£EFIE 439,880

Hong Kong Mainland China Overseas

X Hh = Py 3t Viwl)

HKS$'000 787 HKS$'000 F7&7T HKS'000 87T HKS$'000 F787T
Year ended 31 December 2015 #ZE 2015 F 12 31 HILEE

Segment revenue 73 ZBULA 740,130 242,701 232,452 1,215,283
Inter-segment revenue 43 ZBREFUL A (181,643) (63,163) - (244,806)
Revenue from external customers 28 B4MEEZE B Z URA 558,487 179,538 232,452 970,477
Contribution to segment results 9> ZpE4E 2 Sk 449,381 18,308 30,068 497,757
Depreciation and amortisation &5 K {# 4 (15,796) (557) (5,779) (22,132)
Amortisation of intangible assets &2 & E#H (1,083) = - (1,083)
Write-off of inventories 77 & MR (1,136) (7) (85) (1,228)
Segment results 3 3F 4 431,366 17,744 24,204 473,314
Inter-segment elimination 4330 & %84 (20,839)
Operating profit £&X% %14 452,475
Finance income BA U % 8,074 138 537 8,749
Finance cost B4 753 4 9) - (206) (215)
Share of losses of investments accounted for using the equity method FE{LIZER A AR Z IR EEE (4,395)
Profit before income tax FRFR1SH3 A1 456,614
Income tax expense PSRRI 2 (72,541) (5,228) (4,267) (82,036)
Profit for the year £ EFI;H 374,578
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5 Segment information (continueq)

(b) Analysis of consolidated balance sheets

At 31 December 2016 201612 H31H

Segment assets and liabilities A HPEEKREE

Total assets 42 &

Investments accounted for using the equity method R E AR Z B E
Additions to non-current assets" JESRBNE E 2 10O

Total liabilities 42 & &

At 31 December 2015 /220155 12831H

Segment assets and liabilities 23 & E M E &

Total assets 425 &

Investments accounted for using the equity method #%# R AARZIZE
Additions to non-current assets JERBNE ZE 10O

Total liabilities 48 & {&

M In this analysis, additions to non-current assets exclude investments accounted for using the equity method,
available-for-sale financial asset and deferred tax assets.

(c) Revenue

The analysis of revenue by category is as follows:

Sales of products $H& E &
Service income ARFSUIA
Royalty fee income & {EFR &

(d) Information about major customers

For the year ended 31 December 2016, revenue from three (2015: three) customers each accounted
for more than ten percent of the Group’s total revenue. These revenues are attributable to the Hong
Kong segment and the Mainland China segment. The revenues from these customers are summarised
below:

Notes to the Consolidated Financial Statements
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5 uBEF @
(b) UFE S LT

Hong Kong Mainland China Overseas

& FhE A3t b))

HKS'000 F#7T HKS'000 F# 7T HKS'000 F# 7T HKS'000 F# 7T

1,976,634 122,994 255,194 2,354,822
11,467 - 8,343 19,810
4,430 263 34,150 38,843
(73,863) (28,653) (25,069) (127,585)
1,670,019 152,002 204,964 2,026,985
13,282 = 9,799 23,081
65,465 1,553 22,319 89,337
(69,362) (27,922) (20,786) (118,070)

@ EOHP > FRBEEZENTFEEREEEARZIRE - JHHES
MEEELEFRSREE -

© WA

AR D BB A D HFET

2016 2015 |

HK$’000 F3#7T HK$'000 F#& 7T
1,044,886 935,218
38,519 34,475

875 784

1,084,280 970,477

d) AR E %P ER
HE2016F12A31HIEEE » FBE=8 Q2015 F | =) EFHNIKRAZL
AEBMBRAETDZTUL ZZERAKEETELBRPERMD I o K
BZEERHNIRABRIT :

2016 2015

Revenue from: 2R B AR A :
— Customer A ZEE A

— Entities under the control of the ultimate holding company (Note 30(a))
RAAERATPTERINEREO (FizF30(a))
— Customer B Z5 B

M It represents a group of entities under common control considered as a single customer.

There are no customers of other segments individually accounted for ten percent or more of the
Group’s total revenue for the year ended 31 December 2016 (2015: nil).
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HK$’ 000 T8¢ HK$’000 T8 7T
227,517 148,991
151,780 124,946
142,603 150,035
521,900 423,972

o S HEEHN— S RAE—KF

HE2016F 12831 BIEFE » Hth D SFMERE (2015 F © #) @R{h 4
EEBEKRANEDZ MU L -
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(e) HIHIMRIKTIR

KRENERBEE - AEBERMER DN RBIARETR ZWAKRIERSE
The Company is domiciled in Hong Kong. An analysis of revenue from external customers and non- ERSFUT :

current assets of the Group by geographical area is set out below:

(e) Information about geographical areas

(i) WA®

(i) Revenue®

2016 2015

HK$'000 F# 7T HK$'000 T8 7T
Hong Kong & & 597,087 558,487
Mainland China FRE] A 234,705 179,538
Macao P9 110,190 98,260
Australia JEAF 28 45,353 40,983
Canada MNEX 33,320 32,611
Singapore FT0 23,945 23,540
New Zealand ¥r7aE 17,023 14,967
Other countries EL{thEIZR 22,657 22,091
1,084,280 970,477
) (i) FEVRENE E @
(i) Non-current assets®
I 2016 2015 |
HK$'000 F# 7T HK$'000 T8 7T
Hong Kong &# 263,883 275,937
Mainland China FREIPAith 2,000 2,485
Macao &F9 9,500 9,724
Australia B AFIEE 36,296 37,179
Canada ME X 4,828 3,431
Singapore FTAN 759 864
New Zealand #7G 5,555 4,718
United States = 24,868 -
Other countries EfthE 2 7,374 6,856
355,063 341,194

M WA SRRt & 3% 85 B & ma R iR AR TS FRTE L D 4T ©
“> The geographical location of revenue is analysed based on the location where goods are sold and

services are provided.
@ FRBEERMEDNMERBEZEENMEMBFTAMETE o &
@ The geographical location of non-current assets is analysed based on where the assets are located or S E R SR EROIERE S EAETIRSE At e
held. In this analysis, the total of non-current assets excludes investments accounted for using the SREEMBILREREE o
equity method, available-for-sale financial asset and deferred tax assets.
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6 Expenses by nature

Cost of inventories sold (Note 19) HHEFE S (MizE19)
Employee benefit expenses (Note 7) lEEEFIFIZ (FizE7)
Operating leases payments &% F0 & 13k

Amortisation of prepaid operating lease payments (Note 14) FE{1AS &R SR IEEH (MizE 14)

Amortisation of intangible assets (Note 16) & E# Y (HiEE 16)

Depreciation of property, plant and equipment (Note 15) #1% - B = K& fE I E (M£15)
Loss on disposal of property, plant and equipment HEY% R - RE 28

Write-off of inventories (Note 19) 77 & #fis (HizE 19)
Auditors’ remuneration 1% 2XEmEH &

— Audit services 1% ZiBRTS

— Non-audit services JEIZELBRTS

Utilities 7K &

Repair and maintenance #1E KRR &

Research and development #ff 2%

Net exchange loss FEE R E518;5 58

Promotion and advertising expenses =18 &% E & sz
Legal and professional expenses ;A2 R E 2%
Transportation expenses iZ#iFAsz

Bank charges $R1TFEE

Store supplies &5 & FH &R

Other taxes and levies EfthiR B R &

Other expenses EftBEs

Total cost of sales, distribution and selling expenses and general and administrative expenses

HEMT  DHERHERZN—RRITHREXEE
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6 FVETI o B ¢

2016 2015
HK$’000 T 7T HK$'000 F#&7T
226,757 230,025
155,636 137,597
61,890 55,739
543 543
1,717 1,083
21,915 21,589
35 444
862 1,228
2,924 3,084
790 402
5,904 5,261
4,077 3,356
4,273 5,155
76 86
15,943 8,141
6,758 6,423
7,809 5,298
3,685 3,615
8,406 8,334
5,252 4,664
25,453 19,543
560,705 521,610
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7 Employee benefit expenses, including directors’ emoluments 7 DRELRAFIDH C, ol kG g
1 S

HK$’000 Fi#7T HK$'000 F#7T

Salaries, wages and bonuses ¥ ~ TEKRIEAL 137,082 122,650
Pension costs — defined contribution plans IBRE 4 — EFEM RS 8,999 7,295
Other benefits ELfth42F] 9,555 7,652
155,636 137,597

(@) Five highest paid individuals

The five individuals whose emoluments were the highest in the Group for the year include two (2015:
three) directors whose emoluments are reflected in the analysis presented in Note 8(a). The
emoluments paid or payable to the remaining three (2015: two) individuals during the year are as
follows:

FIERIHE VN

FERFANAERSHALTEEMMT 2015F | =) BE > EMEICH
5E8(a) PITHRER - FRENHAMIERT =L (2015 M) ALBIENE
W

2016 2015 |
HK$’000 Tt HK$'000 F&7T
Basic salaries and other benefits E 7<% £ K& HMIEF 1,559 1,430
Bonuses TEAL 2,519 1,246
Pension costs — defined contribution plans JE k& aZx — EFBHEEHE 36 36
4,114 2,712

The emoluments fell within the following bands:

M= FUTEE :

Emolument bands i< &5 &
HKS$ 7575 1,000,001 - HKS 775 1,500,000

(b) Senior management’s emoluments

The emoluments paid or payable to senior management for the year ended 31 December 2016 fell
within the following bands:

(b) waREBLN B

BE2016F 12831 BEEEENHBNSREEZASHMEN FUTEHE !

Number of individuals A%

2016 2015
Emolument bands Bl &5 &

HKS #8750 - HKS 77T 1,000,000 = 2
HKS 375 1,000,001 - HKS %75 1,500,000 3 2

(C) For the year ended 31 December 2016, no emoluments (2015: nil) were paid by the Group to any of
the five highest paid individuals as an inducement to join or upon joining the Group or as
compensation for loss of office, and no arrangement under which any of the highest paid individuals
waived or agreed to waive any of the emoluments.
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(c)

BE2016F 12831 BLEFE > AERL T|ME A S & A £ 2 HE RN
& (20154F : &) > {EAWR5|E A SN A 75 & B 55 i 22 Bh s BE Bl 6 > 7%
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8 Benefits and interests of directors (disclosures required by 8 P WM AR M ORE AR (A UEC ) kB )
section 383 of the Hong Kong Companies Ordinance (Cap. (oY 622 %50) 5% 383 0k M (v i) (9% 88 ot 98 0 4k
622), Companies (Disclosure of Information about Benefits R BB Gff 622G 53) Bl i M 1l Bl
of Directors) Regulation (Cap. 622G) and HK Listing Rules) JUI BB TF) % )

(@) Directors’ emoluments (a)
The remuneration of every director for the years ended 31 December 2016 and 2015 are set out BE2016F K2015F 12A31BLEEENEAATZERFHMAOT :
below:

Emoluments paid or receivable in respect of a person’s services as a director,
whether of the Company or its subsidiary undertaking

FAEER (FERTAENEME AT R 3) 1= HIRHEST X {38 Uk aE &

Employer’s

contribution to

a retirement

Discretionary benefit scheme

bonuses {EEXZBAKE

Year ended 31 December 2016 #ZE 201612 531 HILEE BIETEAL sHEIHRR

HK$’000 F#E7T HK$ 000 F#sT HKS 000 F#E5T HKS 000 F#E5T HKS 000 F#iT
Non-executive Director: JFHITES :
Mr. Mei Qun f#88#5c4E = = = = =
Executive Directors: #I{TEDE :

Ms. Ding Yong Ling® T k¥ X+ ® = 400 = 6 406
Mr. Zhang Huan Ping 5R& 54 = 715 1,011 18 1,744
Ms. Lin Man #h&%+ - 715 1,011 18 1,744
Independent Non-executive Directors: 3 JFHITED :
Ms. Leung, Oi Sie Elsie 22554+ 240 - - - 240
Mr. Zhao Zhong Zhen R R FTE 240 - - - 240
Mr. Chan Ngai Chi PR35t T4 240 - - - 240
720 1,830 2,022 42 4,614
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8 Benefits and interests of directors (disclosures required by 8 P WM AR M ORE AR (A UEC ) kB )
section 383 of the Hong Kong Companies Ordinance (Cap. (if} 622 %) 5§ 383 5k Mo (2 wi) (P %5 ot 8 M) 4
622), Companies (Disclosure of Information about Benefits R BB Gff 622G 53) Bl i M 1l Bl
of Directors) Regulation (Cap. 622G) and HK Listing Rules) U BLE W9 9 25 a0
(Continued)

(a) Directors’ emoluments (continued) (@) HIME @

Emoluments paid or receivable in respect of a person’s services as a director,
whether of the Company or its subsidiary undertaking
FRES (TERNRARSHENEB AT ER) RIEARFS M = I AEWAENE

Employer’s

contribution to

a retirement

Discretionary  benefit scheme

bonuses  EEZIEBHAE

Year ended 31 December 2015 #ZE 2015 F 12 A31HILFE BYIBTEAL =T EIH=

HKS'000 F7&7c  HKS'000 F#7t  HKS'000 F#7T  HKS'000 F#E7T  HKS'000 T#E7T
Non-executive Director: JE#I{TESS :
Mr. Mei Qun 188£5c4E = = - - -
Executive Directors: BI{TES :

Ms. Ding Yong Ling® T k¥ e £ ™ = 1,300 1,577 18 2,895
Mr. Zhang Huan Ping SRI& 54 - 715 1,011 18 1,744
Ms. Lin Man #A&%+ - 715 1,011 18 1,744
Independent Non-executive Directors: IZIEHITES :
Ms. Leung, Oi Sie Elsie 2EFu+ 240 - = = 240
Mr. Zhao Zhong Zhen # R %cE 240 = = - 240
Mr. Chan Ngai Chi PR3 Bt o4 240 = = - 240
720 2,730 3,599 54 7,103
m Ms. Ding Yong Ling is also the Chief Executive of the Company. ™ TRRZLITFARATRBITHAL ©
@ Ms. Ding Yong Ling returned salary of HK$818,000 for the year ended 31 December 2015 and salary of @ TXREBLITMR2016FREFHZE2015F 12831 HIEFEN#H £818,000
HK$272,000 for the year ended 31 December 2016 to the Company in 2016. BT REE2016F12 831 HIEEENH £272,0008TF A AT o
Except for the disclosure for director’s emolument made in foot note (2) above, no directors of the PBRT U ERBERHE QNEEMEI > ARBUEEERETMME > &
Company waived any emoluments and no emoluments were paid by the Group to any of the directors EENEEERNETAMNES > (EARS|IINAKE B 2 ZEHEIAREEZE
of the Company as an inducement to join or upon joining the Group or as a compensation for loss of oY (E 2 BB S o

office as a director.

(b) Directors’ retirement benefits (b) LRI FI
No retirement benefits were paid to or receivable by any directors in respect of their other services in AEERTEESAHECSEZTERET > FAERHEAIATDRENBEN
connection with the management of the affairs of the Company or its subsidiary undertaking during EREEAREMARE ZME (20154 © &) o
the year ended 31 December 2016 (2015: Nil).

(c) Directors’ termination benefits () HAFHEH
No payment was made to any directors as compensation for the early termination of the appointment AEENLEAES S MERME > (FaERAFENRBMHE (20154 :
during the year ended 31 December 2016 (2015: Nil). ") o

(d) Consideration provided to third parties for making available (d) MESE =5 N\ 8 24 SO
directors’ services
No payment was made to the former employer of any directors for making available the services of AEERITERBEE=ZAAEAL AT EETMEZITHZEASFEE
them as a director of the Company during the year ended 31 December 2016 (2015: Nil). FHRE (20155 © ) ©
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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)

10

(e) Information about loans, qluasi-loans and other dealings in
o

(f)

favour of directors, controlled bodies corporate by an
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 ended 31 December 2016 (2015: Nil).

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 ended 31
December 2016 (2015: Nil).

Finance income and costs

2016 2015

Finance income BF#FEUR %
Finance costs B4 7532
Finance income, net ;35U

Investments accounted for using the equity method
(@) The amounts recognised in the consolidated balance sheet are

as follows:

| 2016 2015 |

Joint ventures & %
Associates B /A F]
At 31 December i 12 B 31H

(b) The amounts recognised in the consolidated income statement

are as follows:

Notes to the Consolidated Financial Statements

CRUL RGE eSS

8 o 5 R A% A KE &R (A PEC &y u) 5 B )
(58 622 %51) 5 383 5 Mo {2y wi) (9% 25 o 5 F £
BFRD BB (G 622G 58) Bl bk e ol Bl
W BLE W P% %) a0

(e) ith, HRPERIMIE, HRRIEEH B, B

()

DUR FEAth 22 S A B S

AEERLEES EELHOY BERHBREER BERUKRHE
3z ZAERE S (2015 © ) o
HCREAEEET I AR S, Z PRk S Il b i R REL

FEENHEER > sEERERIETASREERZEBMEARRZE
EEESHEEHTEAEARG  EERS « THRGRE (20155 © ) °

9 WFESBLAR M e il

HK$’000 F#& 7T HKS$'000 T8 7T
7,913 8,749

(43) (215)

7,870 8,534

10 FERELR IR AW 2 Pe

(a)

JRA DR FUA R AR AN |

HK$’000 F# 7T HK$’000 387t
19,810 23,081
19,810 23,081

(b) RGP R R B |

2016 2015

Joint ventures & %
Associates B AT

For the year ended 31 December #ZE 12 31 HIEEFE
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HK$’000 TF#&7T HKS$'000 T8
(3,099) (476)

- (3,919)

(3,099) (4,395)
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10 Investments accounted for using the equity method (continueq)

(o)

(d)

Interests in joint ventures

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.

At 1 January 218 1H
Share of losses for the year FE{LEE &2
Share of other comprehensive losses FE{G E fth4z & E548
— Currency translation differences S R ZE%E
Impairment loss jFi{E 512
Dividends f& 2
At 31 December ¥ 12 B31H
The Group’s share of joint ventures’ commitments 2<% B f& (L & & (b 3 R I

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.

(0) Details of the joint ventures are set out in Note 31.

Interest in associates

The Group has interests in a number of individually immaterial associates.

Notes to the Consolidated Financial Statements

CRUL RGE eSS

10 FEHEAR 1R AW 2 Be ¥ )

(c)

REERIE e

FEEEAETENFTEANGELENELE - TROMEAEBSHMRF
ZERECENEDREELINBLZSTAECENES HtRS
ot R ARHfE ©

2016 2015 |
HK$’000 F#7T HK$'000 T8 7T
23,081 25,858
(1,809) (476)
(172) (2,098)
(1,290) -
- (203)
19,810 23,081
5,424 2,864
[i§=3
(a) EELEABTMWAAT > HRHDIEEHIZHRE o
(b) TEEMAEEFEAECEEENREARE -
(c) B EMERNHE3 -

(d) JRUHES Ll 2 Mk

FEBERE TEIFTERNHE AT

2016 2015

At 1 January 18 1H

Addition 370

Share of loss for the year FE{h EEE518

Share of other comprehensive loss fE{L E fh4z & 518
— Currency translation difference S#E R iAZ=2E

At 31 December it 12 H31H

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 2016 and 2015, the Group’s investment in one of the associates which is still under the
process of being wound up, was fully impaired.

(d) In 2016, the Group has not recognised its share of loss of one of its associates as its share of accumulated
loss has exceeded its investment cost.
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HK$’000 Fi#7T HK$’000 T 7T

= 3,930
- (3,919)

- (1)

B EE
(a) HEATNAMAAT > HERMPUEHIZRE -
(b) UEARAEEFEHEASEGZNIBEEE-

()  H2016FRK2015F 12831 AEEEF—HBHEATNRECEEH
BE o WHE AT MEBES o

(d) EAEEEE—EBREQRNERBASERNZHEATDZRERSE
UL 2016 A A D EFE(GBIASIE ©
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e A
11 Income tax expense 11 B
Hong Kong profits tax has been provided for at the rate of 16.5% (2015: 16.5%) on the estimated assessable MERGEHERRFIEIZ16.5% (20154 © 16.5%) MR EHRE BT ER o i
profit for the year. PRC corporate income tax has been provided at the rate of 25% (2015: 25%) on the EE E M B A B F AL st R FMEIZ 25% (20154 © 25%) R EHRPELE
estimated assessable profits for the year of the subsidiaries operating in the PRC. Taxation on overseas FriSi8 o BAMIBENREBEERERNMESERRNFBHRAEBLERETRARMIRT
profits has been calculated on the estimated assessable profit for the year at the rates of taxation prevailing MEFE o

in the countries in which the Group operates.

| 2016 2015 |
HK$’000 Fi#&7T HK$'000 F3&7T
Current income tax & HAFF1SH:
— Current year 8 95,400 85,058
— (Over)/under provision in prior years X4 (%3t) /D st 545 (745) 507
94,655 85,565
Deferred income tax (Note 18) iEIEFT/ER (FizE 18) (2,265) (3,529)
Income tax expense FRiS#z H 92,390 82,036
The income tax on the Group’s profit before income tax differs from the theoretical amount that would arise FEFBRAMBNFASRERBEARSHAREEF HNMEFIIREHE
using the weighted average tax rate applicable to profits of the consolidated entities as follows: WEREEAERNT ¢
2016 2015 |
HK$'000 F#7T HKS'000 F7T
Profit before income tax BEFR1SFRAIFIE 532,270 456,614
Tax calculated at domestic tax rates applicable to profits in the respective countries
ZE R B RFEEANE AR E 2 R1E 90,035 77,999
Tax effects of: U FHIM ISR &
— Income not subject to tax &R (4,097) (2,801)
— Expenses not deductible for tax purposes <A1 RH 2 2,404 1,237
— Tax losses for which no deferred income tax asset was recognised RFERIRIEFFSIR E ENMIBEIE 3,018 4,289
— Withholding income tax on royalty fee from overseas entities B /4N B2 s 2 E B B LI 1SR 247 287
— (Over)/under provision in prior years 4 (Z&t) /D et (745) 507
— Others EAth 1,528 518
Tax charge #RIERY 92,390 82,036
The weighted average applicable tax rate was 16.9% (2015: 17.1%). The decrease is caused by a change in AR T A16.9% (20154 : 17.1%) c BXE TFTHESEAKSER
the profitability of the Group’s subsidiaries in the respective countries. WEASEEBEREF A ke o

146  Beijing Tong Ren Tang Chinese Medicine Company Limited | Annual Report 2016 TRECERZERFRAT | 2016 FEF | 147



Notes to the Consolidated Financial Statements Notes to the Consolidated Financial Statements

CRUL R R TS CRUL RGE eSS

12 Earnings per share 12 fg )b i #
Basic earnings per share is calculated by dividing the profit attributable to owners of the Company by the SREABMNDRARBDES ANRGEFBERUFERNBETEBERNIMETIIEE
weighted average number of ordinary share in issue during the year. Ho
2016 2015 |
HK$’000 F#7T HK$'000 F#7T
Profit attributable to owners of the Company Z~AF#EH A FE(LF)HE 420,315 354,249
Weighted average number of ordinary shares in issue (thousands) B21TE @R INHET 98 (FTBR) 837,100 835,991
Earnings per share (HKS) ER&FI (Bt) 0.50 0.42
For the years ended 31 December 2016 and 2015, diluted earnings per share is the same as basic earnings BHE2016FR2015F 12831 HILEFE » BEBEEEEREZRG °
per share as there were no potential dilutive shares.
13 Dividends 13 JBe X
The dividends paid in 2016 and 2015 were HK$108,823,000 (HK$0.13 per share) and HK$83,710,000 20164 K2015FE W E 4 & B 9 Bl 108,823,000 (& KR0.13E ) &
(HKS$0.10 per share) respectively. A dividend in respect of the year ended 31 December 2016 of HK$0.16 per 83,710,000 & 7T (B 0.1087T) - BE2016F 12 B31 HIEFEMNKREERK0.16
share, amounting to a total dividend of HK$133,936,000, is to be proposed at the annual general meeting BT (RS 48284 133,936,000 8 7T) R A AT E2017FE5 88 HRITHRERE
on 8 May 2017. These financial statements do not reflect this dividend payable. FAGLREZ - ZEUBBRRUBRBRZELARE o
| 2016 2015 |
HK$’000 F#JT HK$'000 &7t
Interim dividend paid of HK$nil (2015: HKSnil) per ordinary share B34 &R iEAR R AR E S H 7T (2015 F : T8 T) - -
Proposed final dividend of HK$0.16 (2015:HK$0.13) per ordinary share
ERSRZERARIEKE 0.16 87T (20155  0.13787T) 133,936 108,823
133,936 108,823
B
14 Leasehold land 14 HIE 1
The Group’s interest in leasehold land represents prepaid operating lease payments and its net book value is AEFEHRE I N EFRIERMKERENE > HEREFESRNT !
analysed as follows:
| 2016 2015 |
HK$000 F#7T HK$'000 F&7T
In Hong Kong, held on: A& AR
Lease of between 10 and 50 years fA#§% 10 £ 50 &F 16,551 17,094
At 1 January 51818 17,094 17,637
Amortisation of prepaid operating lease payments F8{3 4% & 0 & TUIE# 4 (543) (543)
At 31 December 7212 H31H 16,551 17,094
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15 Property, plant and equipment

Year ended 31 December 2015 #ZE2015F 12831 HILEE
Opening net book amount HA#IIRELEE
Additions &0
Acquisition of a subsidiary (Note 28) UgB&MI B AT (KizE28)
Disposals (Note 26(b)) HE (FizE 26(b))
Depreciation charge (Note 6) $#TEEs7 i (Ffi5E 6)
Currency translation differences SR ZEZE
Closing net book amount HAK IR &R {E
At 31 December 2015 74 2015%12H31H
Cost A7
Accumulated depreciation and impairment R 5t E KB E
Net book amount IR &R {E
Year ended 31 December 2016 #ZE 201612831 HILEE
Opening net book amount HA#IIREHE
Additions 310
Disposals (Note 26(b)) & (FizE 26(b))
Depreciation charge (Note 6) #TEE37 i (FfiE 6)
Currency translation differences S ¥R =%E
Closing net book amount HAKIRE R {E
At 31 December 2016 2201612 831H
Cost A4S
Accumulated depreciation and impairment & 5t#7E K& &
Net book amount IREE{E
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Freehold land
and leasehold
land held under
finance lease
KAFERE LM
RiRIERE
HEFEN
HE L
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Buildings
BF

15 2. ki B e

Leasehold
improvement
HEME
5=1E

Plant and
machinery

BB R 2%

Furniture and
equipment

HERRE

Motor vehicles

SE

HK$'000 F357T  HKS'000 FHE7T  HKS'000 F7T HKS'000 T35 HKS'000 F#IT HKS'000 F3#T  HKS'000 FE7T
98,898 99,183 37,608 15,059 8,714 901 260,363
4,250 8,008 6,203 2,028 8,006 264 28,759
- - - - 23 361 384
= = (5) - (439) - (444)
(2,127) (2,505) (10,346) (3,547) (2,560) (504) (21,589)
(505) (2,373) (1,612) - (533) (20) (5,043)
100,516 102,313 31,848 13,540 13,211 1,002 262,430
107,292 121,613 63,396 49,781 22,807 2,972 367,861
(6,776) (19,300) (31,548) (36,241) (9,596) (1,970) (105,431)
100,516 102,313 31,848 13,540 13,211 1,002 262,430
100,516 102,313 31,848 13,540 13,211 1,002 262,430
- - 9,446 54 6,280 516 16,296
- - (16) - (19) - (35)
(2,127) (2,779) (9,671) (3,594) (3,258) (486) (21,915)
(66) (212) (93) - (391) ) (764)
98,323 99,322 31,514 10,000 15,823 1,030 256,012
107,227 121,385 70,270 49,835 28,363 3,477 380,557
(8,904) (22,063) (38,756) (39,835) (12,540) (2,447) (124,545)
98,323 99,322 31,514 10,000 15,823 1,030 256,012
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15 Property, plant and equipment (continueq) 15 Pk, Wy Bt in
The net book value of the interests in freehold land and leasehold land classified as finance lease are DEAKAEE I M KIRERBSAERENEAE T HNERNREFEINAT ¢

analysed as follows:

2016 2015 |
HK$'000 F#&7T HKS'000 F7T
In Hong Kong, held on: A &R
Leases of between 10 and 50 years FHEA 10 E 50 F 89,596 91,723
Outside Hong Kong, held on: R &BIEINRIF
Freehold ;K A 2 #E 8,727 8,793
As at 31 December 2016, bank borrowing is secured by a freehold land and building amounted to 12016 F 12831 H > IRITERUEREE 11,585,000 7t (20154 : 12,258,000
HK$11,585,000 (2015: HK$12,258,000) (Note 24). FBTT) B A EEAE R A FOEA IR (ML 24) ©
Depreciation expenses were charged to the consolidated income statements as follows: HEMERSHNITERZNT @
2016 2015 |
HK$'000 F#&7T HKS'000 F7T
Cost of sales 5 A 24s 6,671 6,649
Distribution and selling expenses %3 £ K8k & 2 9,731 10,562
General and administrative expenses —f& 1T EBE Sz 5,513 4,378
21,915 21,589
16 Intangible assets 16 ME)E X it
The net book value of the Group’s intangible assets is analysed as follows: AEBNBTEENREFEINOT:

Other intangible

Goodwill assets

[ Hittmf & &

HK$'000 F#87T HK$’000 T8 7T HK$’000 T8 7T
At 1)anuary 2015 12201518 1H - - -

Acquisition of a subsidiary (Note 28) UgBEHI B A= (KizE28) 49,419 13,000 62,419
Amortisation (Note 6) #84 (MzE6) - (1,083) (1,083)
At 31 December 2015 #2015 12 831H 49,419 11,917 61,336
Additions 110 - 21,660 21,660
Amortisation (Note 6) #84 (MzE6) - (1,717) (1,717)
At 31 December 2016 #2016 12 831H 49,419 31,860 81,279

Note: PaE -

Other intangible assets represent customer relationships, a management contract and an exclusive supply contract. HthEREEDAZTERHEZ SEARARBRIEEESE -

Customer relationships were acquired in a business combination in 2015 (Note 28). ZERIAR 2015 EM D XS B RESD (fEE28) o

Pursuant to the management contract and the exclusive supply contract acquired in 2016, the Group is appointed to provide 2016 ENENEEARARBRIESAR  ZEF A — RN ERANNH R D FTIR

non-medical management service and as an exclusive supplier of Chinese Medicine products to an acupuncture clinic based HIEBRFNEERBRERUEREER - THEREERREBERFHER » AEH

in New York, the United States. The Group is entitled to receive management fee income and profits from supplying Chinese ST SRS ERFIE o

Medicine products in return to its services rendered.
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16 Intangible assets (continueq)

17

18

Impairment test for goodwill

Goodwill is monitored by management at the operating segment level. For the purpose of impairment
testing, the goodwill arising on acquisition is allocated to the Group’s cash generating units (“CGU") within
the Hong Kong segment.

The recoverable amount of the CGU is determined by management based on value-in-use calculation. The
key assumptions adopted in the value-in-use calculation are based on management’s best estimates and
past experience.

The value-in-use calculation is based on a five-year financial budget approved by management. Cash flows
beyond the five-year period are extrapolated using the estimated growth rate of 3%. A pre-tax discount rate
of 16% (2015: 20%) is used which reflects the specific risks relating to the relevant operating segment.

The Group recognised a goodwill of HK$49,419,000 during the year ended 31 December 2015 as a result of
the acquisition of the equity interest in Honour Essence Trading Limited, which is principally engaged in the
distribution of Chinese Medicine products in Hong Kong. The goodwill has been allocated for impairment
testing to Honour Essence Trading Limited’s cash-generating unit within the Hong Kong segment.

An increase in discount rate to 22.2% or a decrease in forecast sales growth rate to -1.4% and terminal
growth rate to -1.4%, all changes taken in isolation, would remove the remaining headroom.

Available-for-sale financial asset

At 1 January X1 81H

Addition 170

Loss transfer to equity (Note 23) K5i8E =1 (s 23)
At 31 December 212 H31H

The available-for-sale financial asset represents a Hong Kong listed equity security which is denominated in
Hong Kong dollars. The fair value is within level 1 of the fair value hierarchy.

Deferred income tax

The analysis of deferred income tax assets and liabilities is as follows:

Deferred income tax assets IEIEFRTSIRE &
— to be recovered after more than 12 months #5212 1@ 8 & Uk [E]
— to be recovered within 12 months #7212 1@ B A lk[=]

Deferred income tax liabilities ¥EIEFFSTR & 1&
— to be settled after more than 12 months i iBiB 12 @B B4EHE

— to be settled within 12 months #& 7% 1218 8 R4S E

Deferred income tax assets, net IEXEFF1STRE ;258
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16 MIEE @t @)

R R

EEEECENNERENRE - AT RHENSNEN > BEESEEFEEZ
ERMEANERHONREELES -

REELEUNTRDSHRCEERRECABESNEEIMNERE - ARt EER
BENRAREREENEEENREGFHNBENERMERE -

FREETERENEEEEENAEMKER - AFEHNEBZ HBEATLER
3 LIS REFWE c FTAZMATAEIREA16% (2015 : 20%) » MR LB RHE
BB ZHERR ©

FEER 2015 FRBAREZERAR (AXTEXHAREBREOHPEER)
RS L E#25 49,419,000 87T - HBRDEEETRDHBALEZARLQBNIE
TEHETHETRENR -

BAIRE EAE 2220 HFEMHELREITRE-14% RREIBREE-1.4% (25
WAL EE) BOHFRIERIERZER] -

17 w6 45 B il ¥ e

2016 2015 |
HK$'000 Fi#7T HK$'000 F3E7T
13,788 -
(475) -
13,313 -

HEESHEEAUBTEENSELTATES  HANBEARARBERER
HE—E -

08 2 1

RIEFFSMEERBEHN DM T

2016 2015 |
HK$’000 Fi#7T HK$’000 T8 7T
9,990 8,520
9,990 8,520
(2,627) (2,999)
(1,511) (1,792)
(4,138) (4,791)
5,852 3,729
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18 Deferred income tax (continueq)

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

At 1 January 18 1H
Acquisition of a subsidiary UEEIE A B

Credited to the income statement (Note 11) st AUZER (MizE11)

Currency translation differences S ¥R #aZ=%E
At 31 December X 12 H31H

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

Deferred income tax assets IEIEFRSME E
At 1 January 2015 722015518 1H

Credited to the income statement 5t AU ZE T
Currency translation differences &#& R #17= %8
At 31 December 2015 #2015 12H31H
At 1 January 2016 12201618 1H

Credited/(charged) to the income statement 5t A~ (30 8) W&

Currency translation differences & #& #1758
At 31 December 2016 #2016 128 31H

Annual Report 2016

Notes to the Consolidated Financial Statements

18 SR a0

EIEFRSMARBFEBMT ¢

CRUL RGE eSS

2016 2015

HK$’000 F#7T HK$’000 T8 7T
3,729 2,182

- (1,840)

2,265 3,529
(142) (142)

5,852 3,729

EREZEE—IRBEIEAEENGEHIEHNERT  BLEFMSREERAREES

W

Accelerated

accounting Unrealised
depreciation profit Provision
IEE st E REFFH 15
HKS'000 F3#7c  HKS'000 F#&7c  HKS'000 &7t HKS'000 Tt
- 3,806 3,051 6,857
284 1,527 38 1,849
- (6) (180) (186)
284 5,327 2,909 8,520
284 5,327 2,909 8,520
(237) 3,049 (1,202) 1,610
(6) = (134) (140)
41 8,376 1,573 9,990
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18 Deferred income tax (continueq)

Notes to the Consolidated Financial Statements

CRUL RGE eSS

18 BRI i B

Accelerated tax

depreciation

Deferred income tax liabilities iEJEFFISIRE &
At 1January 2015 12201518 1H

Credited to the income statement 5t A &&=
Acquisition of a subsidiary U BEKBAE
Currency translation differences & 2 Z=%E

At 31 December 2015 722015512 H31H

At 1January 2016 12201618 1H

Credited to the income statement 5t A U ZE 3R
Currency translation differences & #2258

At 31 December 2016 5£ 201612 H31H

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$6,333,000 (2015: HK$7,550,000) in respect of tax losses amounting to
approximately HK$33,845,000 (2015: HK$42,655,000) at 31 December 2016 that can be carried forward
against future taxable income. These tax losses have no expiry dates except for the tax losses of
HK$18,858,000 (2015: HK$13,652,000) which will expire between 2017 and 2036 (2015: expire between
2016 and 2020).

The Group did not recognise the deferred income tax liabilities of HK$2,713,000 (2015: HK$2,003,000) in
respect of the withholding tax that would be payable on the unremitted earnings of certain subsidiaries
amounting to HK$46,271,000 (2015: HK$33,636,000) at 31 December 2016, as the Group can control the
dividend policies of these subsidiaries and these unremitted earnings will not be distributed in the
foreseeable future.

19 Inventories

INEIRIARE

HKS'000 F#7T HK$'000 &7t HKS'000 F# 7T

(4,204) (471) (4,675)
191 1,489 1,680
- (1,840) (1,840)
44 - 44
(3,969) (822) (4,791)
(3,969) (822) (4,791)
378 277 655
(2) - (2)
(3,593) (545) (4,138)

MR E B AR EER A EIREAMNIBESE > AIMNBEEBAESRDIELEFRESR
BE o ZEENE T A A E LUK R R FER R UR s AU 5849 33,845,000 75 (2015
£ 142,655,000 8 7T) BERIEILFR S B E49 6,333,000 A7t (20154 © 7,550,000
BIT) o B8 IE S 818,858,000 7T (20154 © 13,652,000 7Tt ) M 2017 E
2036FMEIHA (20155  2016FFE 20205 M) » ZEREBBUERERBL ©

R20165F 128310 AEEMEERE THBREREEZRF 46,271,000 7T
(20154 : 33,636,000 8 7T) stiREM 2 AINMIEBEZ RSN EE 2,713,000 8
7t (20154 © 2,003,000787T) » thTh A E R AESEEHE L B A B FI AR B BUER »
I BEEREENFBAEEATBRENRKAE

19 {715

2016 2015 |
HK$'000 F#&JT HKS'000 F7T
Raw materials JRA4#} 65,474 61,872
Work in progress 155 5,107 4,350
Finished goods and trading merchandise 245 & % & 5 7 & 107,958 94,037
178,539 160,259

The cost of inventories recognised as expense and included in “cost of sales” amounted to HK$226,757,000
(2015: HK$230,025,000) and the write-off of inventories included in the “cost of sales” amounted to
HK$862,000 (2015: HKS1,228,000) for the year ended 31 December 2016.
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. 3 E~ V& e
20 Trade receivables and other current assets 20 ¥ % KEBCK 0 b JL A 37 B) ¥ it
[ | 2016 2015 |
HK$'000 &7t HKS$'000 F387T
Trade receivables B 5 FEURTRIE
— fellow subsidiaries E &I EB AT 45,797 52,422
— joint ventures & &3 162 669
— associate BtE AT - 507
— third parties 5=7 98,618 117,517
Trade receivables & 5 FEWEIE 144,577 171,115
Prepayments and other receivables F8{T 71 K& H fth FEUKFIE 29,863 25,168
Deposits ¥ 18,952 16,268
Amount due from a joint venture (Note b) FEUR& & 2B (FisEb) 1,114 1,114
194,506 213,665
Notes: P EE -
(@) The fair values of trade receivables and other currents assets approximate their carrying amounts. () EZREUREREMABEENAABEAHIKREMERS o
(b)  The amount is repayable on demand, unsecured in nature and bears no interest. (b) ERIBEREREHMEE BIREREE
() Retail sales at the Group’s stores are usually made in cash or by debit or credit cards. For wholesales to distributors () AEEZEEZAEEURSE - EFRHREAFRET MRMEFHHE (B1ER
(including fellow subsidiaries, joint ventures and an associate), the Group normally grants credit periods ranging ABAE ECERBENR)MS » 2EFEERHNEEIA30E0H °

from 30 to 90 days.

At 31 December 2016 and 2015, the aging analysis of trade receivables based on invoice date (including amounts 722016 F K 2015F 12 B31 H » 1RFE R H AN E 5 RUGRIE (SERIEES B
due from related parties of trading in nature) is as follows: B2™MIE) NERE 2T ©
2016 2015
HK$’000 F %7t HK$'000 F#7T
Up to 3 months =1& B 3R 129,603 153,842
3 to 6 months == 7NEH 12,193 11,009
6 months to 1 year AR E—F 382 3,806
Over 1 year —F L 2,399 2,458
144,577 171,115
(d) At 31 December 2016, the Group’s trade receivables of HK$36,360,000 (2015: HK$68,943,000) were past due but (d) 720165F12831H > & E 8 & 5 FE UL 7 836,360,000 7T (20154 ©
not impaired. These trade receivables relate to a number of customers, including fellow subsidiaries and joint 68,943,000 8 70) EBHAERRE ZEEZRURELEZURTF (BIERZRM
ventures, for whom there is no recent history of default. BATEIRGERE) AR REFLHEERENEENDH o
The aging analysis of these trade receivables is as follows: Z LB RUGRIENERER 2T :
HK$’000 F#7T HKS'000 Tt
Past due less than 3 months #EH3 LR =18 22,823 55,545
Past due within 3 to 6 months #EHi=Z 718 H 10,818 10,940
Past due over 6 months E1HA7<1E B UL E 2,719 2,458
36,360 68,943
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20 Trade receivables and other current assets (continueq)

Notes: (Continued)

(e) At 31 December 2016, no trade receivables of the Group were impaired (2015: nil).

() The carrying amounts of the Group’s trade receivables and other current assets are denominated in the following

currencies:

Hong Kong dollar &7t
Renminbi A R

South Korea won #&7T
United States dollar =7t
Euro BR7T

Canadian dollar A7t
Australian dollar J&7c
Other currencies Efth &5 #&

(9) At 31 December 2016, the Group does not hold any collateral as security (2015: nil).

21 Cash and bank balances

Cash and cash equivalents & KIS ZEY)
— Cash at bank and on hand $R1T R EFRS

— Short-term bank deposits with original maturities within three months [RHEAFR 2 =18 B 5 LU Z 12 HASR1T 2K

Short-term bank deposits with original maturities exceeding three months FREAPRE 2 =188 MU £ Z BHARITER

Total 485t

At 31 December 2016, the Group has no bank overdraft (2015: nil).
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20 51 % MEOBCK 1 e SLAW 37 8h ¥ 7 a0

MisE : ()
(e) M2016F12A31H > AEELEE ZEBRIEEHME (20154 : )

() FAEENEZERKRREREMABHEENREEL TGS E

2016 2015 |
HK$'000 F#7T HK$'000 F#7T
112,409 127,013
52,405 69,959
8,809 4,409
7,767 1,415
3,037 1,090
2,762 647
2,618 1,309
4,699 7,823
194,506 213,665

() AEBMIERHEMBRGAE/ER (0155 @ ) o

21 BLG il iy wfi ik

2016 2015 |
HK$’000 F#7T HK$’000 T8 7T
740,325 547,284
57,232 212,576
797,557 759,860
786,044 520,406
1,583,601 1,280,266

20165128318 » ZEELEIEITESL (2015F @ #|) o
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21 Cash and bank balances (continueq)

At 31 December 2016, the Group’s cash and cash equivalents and short-term bank deposits included
balances of HK$30,348,000 (2015: HK$33,089,000), which were deposits with banks in the PRC. The
remittance of such balances out of the PRC is subject to the rules and requlations of foreign exchange control
promulgated by the PRC government.

The carrying amounts of the Group’s cash and cash equivalents and short-term bank deposits are
denominated in the following currencies:

Hong Kong dollar 7t
Renminbi A E#&

Macao pataca JEF7t
Singapore dollar #1037t
Canadian dollar fi07c

United States dollar =7t
Australian dollar 87t

New Zealand dollar #FaE 7T
Other currencies Eth & #&

22 Share capital

ordinary shares issued and fully paid: B %17 R 41 & @8

At 1 January 2015 220151818

Issue of ordinary shares relating to business combination (Note 28) =& 21T789 L @AR (F5E28)
At 31 December 2015 #2015 12H31H

At 31 December 2016 #2016 F 12 H31H
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21 B B BT S5 ER )

R2016F 128310 Z&EEANRERBEESEEBYUREHRITERSIE
30,348,000 77T (20154 : 33,089,000 7T) » ZERBBEFTEHMRZIBITHNE
o R EEFRELTPEBZPEBIFEMIIINEE HIRBFOAREE o

FEENRERREFEYMURERRTERNREBEBUTIE KA !

2016 2015 |
HK$'000 F#7T HKS'000 F#7T
1,454,549 1,164,908
31,498 33,292
22,842 19,073
19,520 18,930
16,507 10,318
12,486 8,246
10,477 6,464
5,136 6,203
10,586 12,832
1,583,601 1,280,266
22 A
Number of shares Share capital
G 2 4E] g

HKS$'000 78T

830,000,000 867,363

7,100,000 71,426
837,100,000 938,789
837,100,000 938,789
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23 Reserves

Statutory

At 1 January 2015 220151818
Comprehensive income 43 & Wik
Profit for the year ZEFEEF¥
Other comprehensive losses Hfth4z & A58
Currency translation differences S ¥R =48
— Group ZEE
— Joint ventures and associates & ¥ K H= AT
Total comprehensive income 42 & U ZE 4858
Transactions with owners in their capacity as owners SliEZFAE E U HRBEN SR EITHNR ZH4EEE
Transfer of retained earnings to statutory reserve R E N R E L EHD
Dividends relating to 2014 (Note 13) 2014 E+BRIIR 2 (£ 13)
Changes in ownership interests in a subsidiary without change of control FEEEHIHE R E I B A Bl R &)
Total transactions with owners in their capacity as owners B FrE B HRAEN S R IETHR ZNEEE
At 31 December 2015 #2015 12H31H
At 1 January 2016 #2016 E1H1H
Comprehensive income 42 & igiE
Profit for the year ZEFEEF¥
Other comprehensive loss Efth4r & E518
Change in value of available-for-sale financial asset Al & SR E EBEES)
Currency translation differences S ¥R =%E
— Group ZEE
— Joint ventures and associates & ¥ K H= AT
Total comprehensive income 434 Ug 254888
Transactions with owners in their capacity as owners SiEZFFEEUEMBEEN SR IETHNR B H4EEE
Transfer of retained earnings to statutory reserve B R E N E L EFHD
Dividends relating to 2015 (Note 13) 2015 ZE4BRAMR 2 (FiEE 13)
Total transactions with owners in their capacity as owners BiEHFIA EUEFRAEEN FRIETHR AHEEE
At 31 December 2016 #2016 12 H31H

Notes:

(3) 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
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 reserve is more than 50% of its registered capital. The statutory 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 reserve
using its post-tax profits in accordance with resolutions of the board of directors.
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(Note a)
A

(MisEa) (FidsEb) BE 52 {1/ R W

HK$'000 F787T

CRUL RGE eSS

23 fafi D

Other reserves

HithfH R

HK$'000 T8 7T

reserve
(Note b) Exchange Retained
EEHE reserve earnings

HKS$'000 F#7c  HKS'000 F787c  HKS'000 7875 HKS'000 F787T

(13,124) 742 2,927 (2,549) 630,390 618,386
- ~ - = 354,249 354,249

- - - (9,985) - (9,985)

- - - (2,109) = (2,109)
- - - (12,094) 354,249 342,155
- - 1,203 - (1,203) -

- = = - (83,710) (83,710)
- 88 - - - 88

- 88 1,203 - (84,913) (83,622)
(13,124) 830 4,130 (14,643) 899,726 876,919
(13,124) 830 4,130 (14,643) 899,726 876,919
- - - = 420,315 420,315

- (475) - - - (475)

- - - (4,012) = (4,012)

- - - (172) - (172)
- (475) - (4,184) 420,315 415,656
- - 1,165 - (1,165) -

- - - - (108,823) (108,823)

- - 1,165 - (109,988) (108,823)
(13,124) 355 5,295 (18,827) 1,210,053 1,183,752

Pk -
(3) AEEMNEHAEAFEEEKRBEEENREFEEAATAN 2010 FETEHRRAS

HRRERERER -

REVERBGERRE - ETEEMNARRRERE AR - BREEZE
EMBRRAERAZFE GEHEUTFEENRSFERR) B> DEERBELRE
ETAERE FIAEZERBHIABERARMRKRIL - PEABRNRDIKEFENF
MEFEE > ARZEERFDEEZEFFEE10% o ERQRBEE FENEMNE
BHEMERRS0%E > ABARILEDER - AEMBEI TR FEBRMBARMNGE
BARABNEELEIEMABTNES o Ib5h > BREBZTGRER > 2RI ER
HFRBRFBREERBIERE—FSHR -
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CRUL R R TS CRUL RGE eSS

o e A
24 Borrowing 24 Y
| 2016 2015 |
HK$’000 F &7t HKS$'000 37T
Secured bank borrowing BEIRERTTERR 556 561
Notes: s -
(@)  The bank borrowing is secured by the land and building of the Group amounted to HK$11,585,000 (2015: (a) SRITERRAAEEA 11,585,000 7 7o hY 1 it R A& F KR (2015 4F © 12,258,000
HK$12,258,000) (Note 15). ) (M4EE15) ©
(b)  The bank borrowing bears interest at 1.5% plus the bank bill rate of the day in Australia per annum and is wholly (b) SRITEFIZBRAFEAVIRITRBAIZTINA.5%RFE > I BIRITERER 2020
repayable in 2020. The Group has HK$7,300,000 (2015: HK$7,637,000) undrawn borrowing facility with floating rate FRIEE - NEMEAF 7,300,000 75T (20154 : 7,637,00078 75) RENFARIZE)
expiring beyond one year. FRESEED AR REBB—F o
() The bank borrowing is denominated in Australian dollar and its carrying amount approximates its fair values. (o) SRATERLURITEE > BHIREAEAAABERS o
ES
25 Trade and other payables 25 ¥ % e JEABPEDS 3% 0
2016 2015 |
HK$'000 F#7T HKS'000 F7T
Trade payables & 5 FE{IFRIA
— fellow subsidiaries [F & HIB A F = 122
— intermediate holding company #EiZ& A E 15,793 4,422
— immediate holding company BiZ#R A 2,962 89
— third parties =7 17,489 30,716
Trade payables (Note a) B 5 FE{F70IE (5T a) 36,244 35,349
Accruals and other payables &5t E Fi K L FE (T 718 52,128 41,635
88,372 76,984
Notes: s -
(@ At 31 December 2016 and 2015, the aging analysis of the trade payables (including amounts due to the related () F2016F%2015F 128310 » IRFFZHPNE ZEGRIE (BIERMREES
parties of trading in nature) based on invoice date is as follows: 8 5%mMIE) HARE I :
2016 2015
HK$’000 F#&7T HK$'000 F#7T
Up to 3 months =1{B A s A 34,260 34,094
3 to 6 months =ZE7~EH 1,604 232
6 months to 1 year 7NEAZE—&F 217 449
1to 2 years —EmM4E 163 574
36,244 35,349
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25 Trade and other payables (continueq)

Notes: (Continued)

(b)  The carrying amounts of the Group’s trade and other payables are denominated in the following currencies:

Hong Kong dollar 7T
Renminbi A R#§
Australian dollar S8t
Singapore dollar #7013 7T
Macao pataca BP9
Korean Won %87z
Canadian dollar 07T

Other currencies Efth&#&

26 Notes to consolidated statement of cash flows
(@) Cash generated from operations

Profit before income tax BRFEFSFRAIFIE
Adjustments for: FLA TIEE R :
— Amortisation of prepaid operating lease payments (Note 6) TE{J 4= FH SR IEE (M5t 6)
— Depreciation of property, plant and equipment (Note 6) #% - BrE K& EHTEE (FizE6)
— Amortisation of intangible assets (Note 6) 7 E #8H (MizE 6)
— Write-off of inventories (Note 6) TZ & & (MizE6)
— Loss on disposal of property, plant and equipment (Note 6) &Y% « R KRB #E Z B8 (MizE6)
— Finance income, net (Note 9) ;BB F5Uk 25 (FzE9)

— Share of loss of investments accounted for using the equity method (Note 10)
eGSR A AR Z IR EE1E (s 10)

— Impairment loss on an investment accounted for using the equity method (Note 10)

RiEE ANRZ R EREEHR (H5E10)

Changes in working capital: & iEE &)
— Inventories &
— Trade receivables and other current assets & 5 FEUEIE R EfimEh & &
— Trade and other payables & 5 K& H thFE{S FRIE

Cash generated from operations FEFREE ZIRS
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FEBE H REMBENRENREEN T EEE !

| 2016 2015 |

26 Y DFBLAR UR 2 B
Fe A 2 Bl

2016 2015 |

HK$000 F# 5T HK$'000 FE 7T
40,566 32,880
27,871 27,956
3,497 3,305
2,140 1,885
1,706 1,588
1,686 2,580
3,508 1,503
7,398 5,287
88,372 76,984

ak
HK$’000 Fi#E7T HKS'000 F#& 7T
532,270 456,614
543 543
21,915 21,589
1,717 1,083
862 1,228
35 444
(7,870) (8,534)
1,809 4,395
1,290 -
552,571 477,362
(22,256) (11,545)
13,590 (23,618)
19,737 (14,834)
563,642 427,365
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26 Notes to consolidated statement of cash flows (coniinueq) 26 SUFBLE T W &Gk @
(b) In the consolidated statement of cash flows, proceeds from (b) GPOFBETELD, WEYIE, WwE Bk
disposal of property, plant and equipment comprise: i
2016 2015 |
HK$’000 Tt HK$'000 F&7T
Net book amount (Note 15) BREE{E (FizE15) 35 444
Loss on disposal of property, plant and equipment (Note 6) HIE&E#)2 « BB R 32 > 518 (Mizt6) (35) (444)
Proceeds from disposal of property, plant and equipment tHEYE « RE R ZEFFSFIE - -
(c) Acquisition of a subsidiary (Note 28) (c)  WicHRr Ja 2 vl (B 28)
The analysis of net cash flow in respect of acquisition of a subsidiary is as follows: WEEH B AT RRERDMAT !

2015

HK$'000 &7t
Cash consideration settled in cash UIREE T ZIREREO -
Cash and cash equivalents acquired FriiiE 2 IRE IR EEY 3,197
Total cash inflow from the acquisition 28 B Ui Z IR &M A 4858 3,197

(1) FRARBTRBEAKRBRBARMNAE-

(1) The consideration for the acquisition of the subsidiary was settled by issue of ordinary shares of the
Company.

(d) EARPERIRE B a2y bl (B ik 29)

(d) Disposal of interest in a subsidiary without loss of control
(Note 29)

The analysis of net cash flow in respect of the disposal of interest in a subsidiary is as follows:

. _____________________________________________________ws]

HKS$'000 F787T

BRHERBAREERFRSROMMT

Cash consideration, net of direct costs IEM1E > EMNREIER A 1,009
Cash and bank balances disposed of Frii & ~ B & K RIT4AS iR -
Total cash inflow from the disposal ZEE H & Z IBE& R A 4258 1,009
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27

28

29

Commitments
(a) Capital commitments

Notes to the Consolidated Financial Statements

27

CRUL RGE eSS

36
(@ BAKIE

2016 2015

Contracted but not provided for B5J491Bk &
— property, plant and equipment #J% ~ &= K& &

(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:

No later than 1 year 1R
Later than 1 year and no later than 5 years 18 EZF 5 FUA
Later than 5 years 5 & £

Business combination

0On 27 February 2015, the Company acquired 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 and goodwill of HK$49,419,000 arose from the acquisition.

Disposal of interest in a subsidiary without loss of control

0on 2 March 2015, the Company disposed of 9% of interest in a subsidiary, Beijing Tong Ren Tang (Auckland)
Limited (“TRT (Auckland)”), to an independent third party at a consideration of 180,000 New Zealand dollars
(equivalent to HK$1,009,000). After the date of disposal, the Company remains to own 51% equity interest
in TRT Auckland. The carrying amount of the non-controlling interests in TRT (Auckland) on the date of
disposal was HK$921,000. The Group recognised an increase in non-controlling interests of HK$921,000 and
an increase in equity attributable to owners of the Company of HK$88,000. The effect of changes in the
ownership interest of TRT (Auckland) on the equity attributable to owners of the Company for the year
ended 31 December 2016 is summarised as follows:

Carrying amount of non-controlling interests disposed of & JE#ZERG 5 AU BRI {EL

Consideration received from non-controlling interests B JF#E A% 1 s I EX AU £HE

Gain on disposal recognised within equity TE#E P HESE H EFIE

Beijing Tong Ren Tang Chinese Medicine Company Limited | Annual Report 2016
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HK$’000 F#7T HK$'000 F#&7T

2,761 490

(b) AEE MR
#EEIRE T A SR RAE RS ETEER AERATRES - 1

AN F1E105F - BFRYOTRERERERDISHASEY
BRI RS EHENRRREEEMREERNT ¢
2016 2015 |

HK$’000 Fi#7T HK$’000 T8 7T

52,591 42,157
75,730 67,389
8,433 3,274
136,754 112,820

DD

HR2015F2827H > XA R E 5 3477,100,000 RZ BRI A X ZFRE
71,426,000 B TNBAGREZERAR (REBEMMILZAF » TBEFAR
ENHPEER)S1NNBEETRAE ALl ) KABZERATHRAS AT
MEBAT > MItWEEEEES 49,419,000 BT ©

(EARPETIHE B A5 B g 22 i

20153828 » <A LLA{E 180,000 4R 74 B8 7T (FH 5T 1,009,000 78 7T) A —
MUBILIE=FHE—ZXHNBARNILRECE (B%EH) ARAR (TR{CE (BE
BE) 1) B99% BRIE c MHERE » AATNIFARCE (B5E) 51% R - R{CE
(B5e i) UIEIERRE R M HE HAVERMEE % 921,000 8 7T o ERERIEEER
I N0921,0008 7T » BRE T AR EES AREEIENNSS,0008 7T o F{ZE (B
o) MR EEREHE2015F 12831 HILEERBRAATES AR
HERBWT :

2015

HKS$'000 87T
(921)
1,009

88
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30 Significant related party transactions

At 31 December 2016, two subsidiaries of Tong Ren Tang Holdings, namely Tong Ren Tang Technologies and
Tong Ren Tang Co., Ltd. directly owned 38.05% and 33.62% of shareholding in the Company respectively.
Tong Ren Tang Co., Ltd. is also the controlling shareholder of Tong Ren Tang Technologies. Tong Ren Tang
Co., Ltd. effectively owns 71.67% equity interest in the Company. The remaining 28.33% of the shares are
widely held.

The Board of Directors of the Company regards Tong Ren Tang Technologies as the immediate holding
company, Tong Ren Tang Co., Ltd. as the intermediate holding company and Tong Ren Tang Holdings as the
ultimate holding company, 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 were carried out with related parties:

(a) Sales and purchases of products

Sales of products to: SHEERT -
Joint ventures & & {2

Fellow subsidiaries [FZ& KB AE
An associate BE A F]

Purchases of products from: B T AE B E E M
Immediate holding company BE#Z&AE
Intermediate holding company FIRIIZEAR A F]
Fellow subsidiaries [FZ& KB AE

(b) Royalty fee income

Royalty fee income from joint ventures 2R B & & (b~ Mg FERHE N

Beijing Tong Ren Tang Chinese Medicine Company Limited | Annual Report 2016
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30 LN 2%

R2016FE 128310 CEEBATNREKBATRCER S RRCER
HBERATDD R EEZIFAE A AT 38.05% K% 33.62% i o RIZERNDERAT
NARCERFENIZEREE -FACERSERAREBRIFTESATT71.67%
HE o BR T 28.33% MIRRIDIEZIFA

FABEFEREACENAERERAT - BCERNERAT A FEER
ARRECEEBRABAREIERAT > ZFABIN P REIGEMARIL o

MFzF et M BRRAMBHAIRESS > TR RRAESET

(@) Y Rl A b

2016 2015 |

Note FfizE HK$’000 &7t HKS'000 T 7T
(i) 3,973 2,809

(i) 151,780 124,946

(i) - 773
155,753 128,528

(i) 27,103 15,835

(i) 58,797 47,325

(i) 2,012 1,745
87,912 64,905

(b) I E S

2016 2015 |

Note Fff& HK$’000 F#& 7T HK$’000 %7t
(ii) 875 784
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30 Significant related party transactions (continueq) 30 NS 22 % o)
(c) Rental expenses (0 HEBSZ

2016 2015

Note ffizE HK$000 F&7T HKS'000 F 7T
Rental expense to: MU F AT X2 ALY :
Ultimate holding company BRALIZERRAE] (i) 104 -
Fellow subsidiaries 1 Z& B AE] (i) 2,210 1,800
2,314 1,800
(d) Key management compensation: (d) FEEPLN S H -
Key management includes directors (executive and non-executive) and senior management. The FTEBBEASBEITRIENTESTNSREEAS - MEERBTHE
emoluments paid or payable to key management for employee services is as follows: EEEASSZMHEMMEWT -
| 2016 2015 |
HK$’000 Fi#&7T HK$'000 F&7T
Salaries and other short-term employee benefits #r& M E G EAEEEF 8,082 11,402
Pension costs — defined contribution plans :BRE 4 — EZEMH 2] 169 180
8,251 11,582
Notes: B 5E -
(i) These transactions were conducted in the normal course of business at prices and terms mutually agreed (i) ZERZR—REBBIRZPIRE 515 NV BIS RARTRET
between the parties involved.
(i) The royalty fee is charged annually by the Company at predetermined rates ranging from 1% to 3% on (i) REEREDNAATRRBEREEARGEASTEEENTIZESELE
turnover of its joint ventures in accordance with the royalty agreements. Pursuant to these agreements, EEBEN 1% E30REWER - REZEHE > ZESECEREU TR
these joint ventures are allowed to trade under “Tong Ren Tang” brand name. 2 mBERERS o
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31 M E N6 SR

TXHEHFIR 2016 FE K 2015F 12 831 BB AT RS E 0%

31 Principal subsidiaries and joint ventures
The following is a list of principal subsidiaries and joint ventures at 31 December 2016 and 2015:

Place of incorporation

and kind of legal entity  Principal activities and Particulars of issued

(a) Subsidiaries [fiBAT]
(i) Directly held by the Company AT EHIZHE

SER Al 3L B3t RE R
EANEREEY

place of operation

FEEBRIEEME

share capital

ERTRAFE

Effective equity interest held
FRfsT R
2016

Beijing Tong Ren Tang International PRC, limited liability Wholesale of Chinese HK$10,000,000 100% 100%
Natural-Pharm Co., Ltd. company medicine and 10,000,000 &7
ITRECZ2EREERREAT O HE > BRAF healthcare products
HeEE R mERE S
Beijing, PRC
FRED > J6R
Beijing Tong Ren Tang Australia, limited Wholesale and retail of Chinese AUD1,000,000 75% 75%
Australia Pty. Ltd. liability company medicine and healthcare 1,000,000 27T
IEREMZE CRAFIE) BRAF TAARFEE - BRAT products and provision of
Chinese medical consultation
and treatments
HBERTEREERERER
MR AR M B8 52 R AR TS
Sydney, Australia
TRARIEE - BE
Beijing Tong Ren Tang Science Arts Singapore, limited Wholesale and retail of Chinese SGD857,000 51% 51%
(Singapore) Co Pte. Ltd. liability company medicine and healthcare 857,000 03 7T
IEREMZEFH N (BIE) FAA i - BRATR products and provision of
BRAF Chinese medical consultation
and treatments
HEE R T E R & E QB (RS
MR AR R B8 52 R AR TS
Singapore
Fron3g
Beijing Tong Ren Tang (Toronto) Inc.  Canada, limited Retail of Chinese medicine and CAD100 51% 51%
IEREACE (ZH%) BRAT liability company healthcare products and 100 INEKRTT
M=K > BRAT provision of Chinese medical
consultation and treatments
TE & E G B R
IR B RARTS
Toronto, Canada
MEKX > ZE%
Beijing Tong Ren Tang Canada, limited Retail of Chinese medicine and CAD1,000,000 51% 51%
Canada Co. Ltd. liability company healthcare products and 1,000,000 IE AT
EREZE (MEKX) BRAF MEX > BRAF provision of Chinese medical
consultation and treatments
TEREERERERR
R B RARTS
Vancouver, Canada
MEKX - BEIE
Beijing Tong Ren Tang Gulf FZ-LLC United Arab Emirates, Retail of Chinese medicine and AED1,920,000 51% 51%

IRFACEBERRAT

Beijing Tong Ren Tang Chinese Medicine Company Limited

limited liability

company
S ERE

BRAHE

Annual Report 2016

healthcare products and
provision of Chinese medical
consultation and treatments
TEEEDEREL K
R B RARTS
Dubai, United Arab Emirates
MhABESERR > B

1,920,000
] Bt 7 30 T 4
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31 Principal subsidiaries and joint ventures (contineq) 31 EHEMEL RSB EE®

Place of incorporation
and kind of legal entity  Principal activities and Particulars of issued
S AR 3L A3th B By place of operation share capital Effective equity interest held

EANEREE FEEHRCEHE BRIl HE FRiSE R
2016

(a) Subsidiaries (Continued) MBAE (&)
(i) Directly held by the Company (Continued) S A B EIERHFH (1)

Beijing Tong Ren Tang (Macau) Macao, limited Wholesale and retail of Chinese MOP1,000,000 51% 51%
Company Limited liability company medicine and healthcare 1,000,000 2F97T
IERRFEMZE CRPI) BRAE BP9 BRAE products and provision of
Chinese medical consultation
and treatments
HEE R TE R & E R (RS
RiR MR BB RS
Macao
BRFT
Beijing Tong Ren Tang Poland, limited Retail of Chinese medicine and Zloty50,000 100% 100%
Poland sp.z0.0. liability company healthcare products 50,000 24 ZE 1=
IERFECE (F#) BRAT K BRAT and provision of Chinese
healthcare treatments
TEREEGEREBR R
RH B ARTS
Warsaw, Poland
K o =D
Beijing Tong Ren Tang (Seoul) South Korea, limited Wholesale of Chinese medicine WON1,052,000,000 51% 51%
Company Limited liability company and healthcare products 1,052,000,000 #8755
ETRECE (B8 kit §EE > ARAH HE 35 A 2 2 B R IE
Seoul, Korea
EEE o 5@
Beijing Tong Ren Tang (Auckland) New Zealand, limited Retail of Chinese medicine and NZD2,000,000 51% 51%
Company Limited liability company healthcare products and 2,000,000 #TFA & TT
IERECE (R%E) BRAT ¥EaE 0 BRAT provision of Chinese medical
consultation and treatments
TERZERERERR
IR B8 R AR TS
Auckland, New Zealand
FhEaEs 0 BT
Beijing Tong Ren Tang Tong Xin Hong Kong, limited Retail of Chinese medicine and HKS$10,000 100% 100%
Tong Le Company Limited liability company healthcare products and 10,000 & 7T
IERECEZROELERAT & ARAH provision of Chinese medical
consultation and treatments
TEREERERELR
RIBEPESRRT
Hong Kong
B
Honour Essence Trading Limited Hong Kong, limited Wholesale of Chinese medicine HKS$2,000 51% 51%
REEBSAERAT liability company and healthcare products 2,000 87T
&5 ARAT HEEF 2 E B RIE
Hong Kong
BH
Beijing Tong Ren Tang Canada, limited Retail of Chinese medicine and CAD750,000 51% 51%
Vancouver Co., Ltd liability company healthcare products and 750,000 07T

IRECERBIFEREFRD
BRAT

Beijing Tong Ren Tang Chinese Medicine Company Limited

MEKX > BRAR

Annual Report 2016

provision of Chinese medical
consultation and treatments
TEREERARBRK
R EIRTS
Vancouver, Canada
=KX > BEIE
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31 Principal subsidiaries and joint ventures (contineq) 31 EHEMEL RSB EE®

Place of incorporation

and kind of legal entity  Principal activities and Particulars of issued

18 AR 3L AT BE Ry place of operation share capital Effective equity interest held
BE{TRAHE PR 8 FR i s

2016

EAERREY EEEBRIGE M,

(a) Subsidiaries (Continued) MB AT (&
(ii) Indirectly held by the Company Zs A FIRIEFE

Beijing Tong Ren Tang Melbourne Australia, limited Retail of Chinese medicine and AUD100,000 38% 38%
Pty Limited liability company healthcare products and 100,000 387
IERACE (EHA) BRAE BARTE > BRAT provision of Chinese medical
consultation and treatments
TEREEDERER K
R BB ARTS
Melbourne, Australia
JRAARFEE > EFA
Beijing Tong Ren Tang Pudu The Netherlands, limited Retail of healthcare products and Euro650,000 45% 45%
Health Centre B.V. liability company provision of Chinese medical 650,000 BX7T
TRECEZEERREROERAT @ ARAS consultation treatment
SERERRREHRPEDERRS
Den Haag, the Netherlands
i - B
Beijing Tong Ren Tang Czech The Czech Republic, Retail of Chinese medicine and Euro 120,000 45% 45%
Republic SE limited liability healthcare products and 120,000 BX 7o
IERECE (Ex) BREAR company provision of Chinese medical
% ARAR consultation and treatment
TEREEREREDK
R B2 R ARTS
Prague, Czech Republic
R, itk
Beijing Tong Ren Tang Sweden AB Sweden, limited Retail of Chinese medicine and SEK 50,000 45% 45%
IERFECE (HH) BRAT liability company healthcare products and 50,000 I 25 BA
Ihel > ARAT provision of Chinese medical
consultation and treatment
TEREEELERERS R
RIMPEZERTS
Stockholm, Sweden
I > Hr{E sl
Beijing Tong Ren Tang Ming Qi United States, limited Wholesale and retail of US$1,000 60% =
Group, LLC liability company Chinese medicine and 1,000 &7t
IERECZRIEERAE =H > BARAE healthcare products
e 25 e TE B
REm
New York, United States
EE > A8
Beijing Tong Ren Tang Concord United States, limited Retail of Chinese medicine and UsS$800,000 51% =
New York LLC liability company healthcare products 800,000 =7t
ERECERNANBRAF = > BRAR TERZERARER
New York, United States
ESEIRN i)
Beijing Tong Ren Tang Los Angeles United States, limited Retail of healthcare products and US$600,000 51% 51%
Healthcare Center LLC liability company provision of Chinese medical 600,000 7T

IRFECEBZEERTO
BRAE

Beijing Tong Ren Tang Chinese Medicine Company Limited

XE > ARAF

Annual Report 2016

consultation and treatments
ZEMRBERRIREPEBZBRTE
Los Angeles, United States
EEIR-Y A

ERACEEARERAR | 2016 F £ 8



186

Notes to the Consolidated Financial Statements

CRUL R R TS

31 Principal subsidiaries and joint ventures (contineq)

Place of incorporation
and kind of legal entity

SEAR R 3L B 3hRE By
EAERREY

(b) Joint ventures A& ¥
(i) Directly held by the Company AT HiFiFHE
Peking Tongrentang (M) SDN. BHD Malaysia, limited
IERENZE (F2RAER) BRAT @ liability company
EkfLE > BIRAT

Beijing Tong Ren Tang (Thailand) Thailand, limited
Co., Ltd. liability company
IERENZE (RE) BRAT @ #=E > BRAE
Union Health International Limited Hong Kong, limited
EEERERAT liability company

FE  ARAF

Principal activities and
place of operation

EEEBRIGE M,

Retail of Chinese medicine and
healthcare products and
provision of Chinese medical
consultation and treatments

TEREERERERAKR
R BZERE

Kuala Lumpur, Malaysia

Bk > HEE

Wholesale and retail of Chinese
medicine and healthcare
products and provision of
Chinese medical consultation
and treatments

MERTEPEERERER
MR AR R B 52 AR TS

Bangkok, Thailand

=E - 258

Retail of Chinese medicine and
healthcare products and
provision of Chinese medical
consultation and treatments

TErh&EE G R RUK

RILPB SRR
Hong Kong
B

(1) The English names of the group companies incorporated in the PRC represent the best effort by the management of
the Group in translating from their Chinese names as they do not have official English names.

2) 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.

3) The non-controlling interests of all non-wholly owned subsidiaries are individually not material to the Group.
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31 i BB 2y i) e AR )

Particulars of issued

share capital Effective equity interest held
BE{TRAHE PR 8 FR i s
2016

MYR1,900,000 60% 60%
1,900,000 & #&
THB38,000,000 49% 49%
38,000,000 Z#k
HK$10,000 50% 50%
10,000 7T

RPEEMAINERAREEX RS  ARAXEBEAEEHEEERE
XX EERIEMAL ©

BEXRAARFAZEERZNHLIN00KRE  EHNIRBESERE  2EE
ERRBEE  KRERMEEHIHARARNRSEBHHERES > MIEHEAH
BEREEFNBEEATE  RAQRNEFEIAZSERNDARBGERE -

FrERNEEERBARZIFERERENMEHERMREERTLE -

ERACEEARERAR | 2016 F £ 8

187



188

Notes to the Consolidated Financial Statements

CRUL R R TS

32 Balance sheet of the Company

Assets BE
Non-current assets JEFENE &
Leasehold land FA & i
Property, plant and equipment #1% - BB K& 5
Investments in subsidiaries FA B AT 2 &% E
Investments in joint ventures IR & & ¥ 2K E
Investments in associates REFE AT 2 &% E
Available-for-sale financial asset AIfitHi & £ /& &
Deposits paid for purchase of property, plant and equipment BEE#)% « BERRENEIES

Current assets RN E
Inventories T &
Trade receivables and other current assets & 5 FEURFRIE R H At REhE &
Short-term bank deposits 4228 $R1TER
Cash and cash equivalents & RIS EEY)

Total assets HEHEE

Equity and liabilities &R & &

Equity attributable to owners of the Company s A F)#H A FE(GHERE
Share capital &7
Reserves f &
— Available-for-sale financial asset reserve BIfH & & R0E E
— Retained earnings 1R B YxzE

Total equity #5488

Liabilities &21&

Non-current liabilities JES7iEN & (&

Deferred income tax liabilities IEIEFFISI & &

Current liabilities B & 1&

Trade and other payables B 5 & H{th & {4 =18

Current income tax liabilities EHAFFSIRE &

Total liabilities &1 f&42%8
Total equity and liabilities 25 R & {E48 %8

The balance sheet of the Company was approved by the Board of Directors on 14 March 2017 and was
signed on its behalf.

Ding Yong Ling Lin Man
Director Director
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Note PffzE

33
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2016 2015 |
HK$’000 &7t HKS'000 T 7
16,551 17,094
177,410 185,413
265,531 229,799
26,942 31,307
3,930 3,930
13,313 -
1,221 334
504,898 467,877
120,283 70,374
187,600 224,350
769,528 512,790
644,713 626,346
1,722,124 1,433,860
2,227,022 1,901,737
938,789 938,789
(475) -
1,220,410 900,472
2,158,724 1,839,261
3,306 3,542
35,413 28,012
29,579 30,922
64,992 58,934
68,298 62,476
2,227,022 1,901,737

ABNHBFREN2017F3/V4BEEETHE  TRUATAREE -

T ke
EF

"e
BF
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33 Reserves of the Company 33 23 wi) fifi b

Available-for-sale
financial asset

reserve

Retained earnings Al Total equity

REBUES =B ERE AR

HKS'000 F787T HKS'000 87T HK$'000 F#E 7T

At 1 January 2015 2201518 1H 621,896 - 621,896
Profit for the year £ EEF);H 362,286 - 362,286
Dividends relating to 2014 (Note 13) 2014 ZE4HRERE 2 (HF5E13) (83,710) - (83,710)
At 31 December 2015 420155 12H31H 900,472 - 900,472
At 1 January 2016 1¥2016 18 1H 900,472 - 900,472
Profit for the year ZFEFH 428,761 - 428,761
Dividends relating to 2015 (Note 13) 2015 ZEFHRIRZ B (M5 13) (108,823) - (108,823)
Change in value of available-for-sale financial asset FI{ftH! & £ RAE EBEEE) - (475) (475)
At 31 December 2016 /#2016 12H31H 1,220,410 (475) 1,219,935
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Information for Investors

REHAER

Investor Calendar

27 April 2016 2016 first quarterly results announcement

8 August 2016 2016 interim results announcement

27 October 2016 2016 third quarterly results announcement

14 March 2017 2016 annual results announcement

8 May 2017 Annual General Meeting

2 to 8 May 2017 Closure of Register of Members (for determination of shareholders who are
(Both days inclusive) entitled to attend and vote at annual general meeting)

12 to 16 May 2017 Closure of Register of Members (for determination of shareholders who qualify for
(Both days inclusive) the final dividend)

16 May 2017 Record Date (for determination of shareholders who qualify for the final dividend)

On or before 31 May 2017 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 2016

Investor Relations Department

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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Corporate Information
wHlER

Directors
Non-executive Director

Mei Qun (Chairman)

Executive Directors
Ding Yong Ling
Zhang Huan Ping
Lin Man

Independent Non-executive Directors
Leung, Qi Sie Elsie

Zhao zhong Zhen

Chan Ngai Chi

Audit Committee

Chan Ngai Chi (Chairman)
Leung, Qi Sie Elsie
Zhao zhong Zhen

Nomination Committee

Leung, Qi 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

Beijing Tong Ren Tang Chinese Medicine Company Limited

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

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
FREXRARBNBER R » B EXHRAEEE - KRERIRRATIREN S
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