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Milestones: 
 

 Luoxin brand recognized as “Famous Trademark” 

in Shandong Province by State Administration for 

Industry and Commerce. 

 Ranked 34th in Forbes Magazine’s 2009 list of 

“Small Companies in China with Most Growth 

Potential.”  

 Recognized as “High and New Technology 

Enterprise”; enjoy tax concession rate of 15% for 

three years (2009-2011). 

 200 Ton production capacity expansion each in 

aseptic bulk medicines and special chemical bulk 

medicines completed last year.  

 Application made to transfer Hong Kong exchange 

listing to the Main Board. 
 

 

Corporate Contact Information: 

 

Shandong Luoxin Pharmacy Stock Co., Ltd. 

Luo 7 Road 

High and New Technology Experimental Zone 

Linyi City, Shandong Province, 276017 PRC 

www.luoxin.cn 
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Financial Data:  

Price: ....................................................................HK$6.86 

Market Capitalization (mln): ........................US$541.4 

Shares Outstanding (mln): .........….………...............609.6 

Float (%): ……............…..………..…....…….……….49.4 

Beta: ……………………….......…................................1.56 

Avg. Volume (90 day, approx.): ...…...….....….....468,700 

52 Week Range: ………...……..….....HK$1.96-HK$7.55 

Exchange: ........…………OTCQX: SLUXY, SEHK: 8058 

Informational Report 

Company Description: 
 

Shandong Luoxin Pharmacy Stock Co., Ltd. is a leading pharmaceutical manufacturer 

and marketer in the People’s Republic of China (PRC). The Company operates 30+ 

GMP-certified production lines and manufactures more than 240 different 

pharmaceutical products, including Western medicines and bulk medicines. 

Shandong Luoxin Pharma is widely recognized for its exceptional R&D capabilities 

and robust new product pipeline. The Company has been first to market in China with 

several high-technology, first-in-class medicines. In recent years, the Company has 

made substantial investments in expanding its production capacity and sales network, 

which now reaches all of China’s 27 provinces and 4 municipalities. These 

investments have also improved the vertical integration of its operations, enabling 

Shandong Luoxin Pharma to boost operating efficiencies and provide one-stop 

shopping for hospitals and other customers.   
 

The Company has produced consistent high double-digit sales growth since 2005 as 

well as strong gains in operating and net margins. Sales rose 36.2% year-over-year in 

the first nine months of 2009 after rising 31.2% in 2008 and 60.2% in 2007. Net 

earnings climbed 29.1% in the nine-month 2009 period following 27.4% growth in 

2008. We look for continued strong sales gains, which will result from China’s 

increased healthcare spending and Shandong Luoxin Pharma’s new products and 

expanded production capacity.   
 

 

Informational Report Highlights: 

 $50+ billion PRC pharmaceutical market growing 20% annually 

An aging population, rising per capita income and increasing government spending 

on health care are all factors expected to drive 20% annual growth in China’s 

pharmaceutical market. Over the next three years, the PRC government has pledged 

to invest RMB780 billion (US$114 billion) in China’s medical service system. As 

part of this plan, 2,000 new county-level hospitals and 29,000 township hospitals will 

be built and 300 to 400 essential medications will be made available at every public 

health care facility.   

 Strong R&D capabilities target the launch of 50 new products by 2010  

Shandong Luoxin Pharma benefits from its research collaboration with Shenyang 

Pharmaceutical University, one of China’s oldest and most prestigious pharmacy 

schools, as well as relationships with other research institutions. The Company’s 

R&D program supported the launch of 27 new products last year and a total of 50 

new products are expected to launch in 2009-10. Known for its advanced technology, 

Shandong Luoxin has introduced many first-in-class medicines in the PRC.    

 Production expansion/vertical integration  supports margin gains  

Shandong Luoxin Pharma has added 400 tons of new production capacity of bulk 

medicines and has become vertically integrated in many products - from raw 

materials to finished drugs.  Efficiencies achieved on higher volume are supporting 

gross margin gains while the Company’s high degree of vertical integration boosts 

operating profits.   

 

P&L: Millions USD 2005 2006 2007 2008 

Revenues 36.6 46.6 74.6 97.8 

Gross Profit 15.4 21.0 36.5 46.4 

Operating Profit 9.9 15.6 28.6 37.3 

Net Profit 5.4 8.8 17.9 26.8 

EPS 0.012 0.0134 0.029 0.044 

Balance Sheet   

Millions, USD 
 2008 

Cash 19.1 

Total debt  0 

Stockholders’ Equity 72.1 

Enterprise Value 53.3 

Total Capital  87.1 

 

Margin: (%) 2005 2006 2007 2008 

Gross Margin 42.2 45.1 48.9 47.5 

Operating Margin 24.8 30.7 36.2 36.0 

Net Margin 14.8 18.9 24.0 27.4 
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Financial Metrics 
 

Multikine®: An Immune Simulator Multikine® (Leukocyte Interleukin, Injection) consists of a defined mixture of 

natural cytokines that are combined to accurately replicate the natural, healthy immune system. It is a multitargeted, 

non-tumorspecific 

In doing so, it decreases the likelihood that cancer cells would remain after surgery, and in turn, increases the 

likelihood for successful treatment. With a smaller threat from micrometastases, CELSCI 

However, if concurrent 

chemotherapy and radiation therapy is still needed, CEL-SCI believes that it may be possible to administer these 

therapies in less intensive regimens, and thus, spare patients the severe toxicities with which these therapies are 

commonly associated. As a result, Multikine® may further enhance the efficacy 

CEL-SCI has conducted a series of Phase I and Phase II clinical trials in over 200 patients throughout the U.S., 

Europe, Canada, and Israel, which have demonstrated that Multikine® is safe and well tolerated, with significant 

clinical impact. Most importantly, there has not been a single reported severe adverse event associated with the use 

of Multikine® in the Company’s trials. In the most recently completed PhaseII trial, patients treated with Multikine® 

plus the standard of care had an average 33% improvement in the 3.5 year median overall survival versus the median 

values for overall survival reported in 55 publications in peer-reviewed medical journals between 1987 and 2007 for 

patients who were given only the standard. 

 
 

SHARE STATISTICS 

Average Volume (3 month) 472,622 

Average Volume (10 Day) 475,200 

  

Shares Outstanding 609.6 Million 

  

  

% Held By Insiders NA 

% Held By Institutions 2.48 

  

Shares Short  NA 

Short Ratio NA 

  

Beta 1.23 

52-Week Change 220.965% 

S&P 500 52-Week Change 
 

33.92% 

52-Week High  HK$7.55 

52-Week Low  HK$1.96 

  

50-Day Moving Average HK$6.14 

200-Day Moving Average HK$4.58 

 
 
 
 

2008 BALANCE SHEET  

  

Cash& ST Investments $19.1 Million 

 Cash Per Share $0.031 

LT Liabilities 0 

LT Debt/ Equity 0 

Common Equity  $72.1 Million 

Book Value Per Share $0.12 

  

 

MANAGEMENT EFFECTIVENESS 

  

ROA  26.1% 

ROE 45% 

 

PROFITABILITY 

  

EBITDA Margin 38.1% 

Net Margin 27.4% 

 

CASH FLOW STATEMENT  

  

  

From Operations $23.5 million 

 

FISCAL YEAR 

  

Fiscal Year Ends: Dec 31 

 

SHARE PRICE 

HK$6.86 

 

 
 
 
 
 
 

MARKET CAPITALIZATION 

US$541.4 Million 

 

 
 
 
 
 

VALUATION STATISTICS 

  

Total Enterprise Value  
(Jan 20, 2010) 

503.1 Million 

  

TEV/Sales 4.08 

TEV/EBITDA 11.134 

TEV/EBIT 11.783 

TEV/Net Income 15.385 

  

 
 
 
 
 

2008 INCOME STATEMENT  

  

Revenues $97.9 Million 

Revenue Per Share $0.16 

Revenue Growth 31.2% 

Operating Income $35.2 Million 

Earnings from Cont. Ops $26.8 Million 

Net Income $26.8 Million 

Diluted EPS $0.044 
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Information Overview 
 

Shandong Luoxin Pharmacy Stock Co., Ltd. (“Shandong Luoxin Pharma”) 

develops, manufactures and markets pharmaceutical products in the People’s 

Republic of China. The Company’s product line consists of Western medicines 

as well as bulk medicines. Specific pharmaceutical products include quinolones, 

cephalosporins, ß-lactams, macrolides, tetracyclines, sulfonamides, anti-

bacterials, anti-fungal drugs, medicines for the digestive system and circulatory 

system, nervous system and respiratory system medicines. Shandong Luoxin 

Pharma also offers anti-tumor medicines, anti-viral drugs, gynecology medicines 

for external application, vitamin and hormone tablets, antipyretic and analgesic 

drugs, anti-tuberculosis drugs, nutritional medicines, as well as tablets and 

injectable medicines for the hematic and hematopoietic systems. Founded in 

1995 and based in China’s Linyi City, Shandong Luoxin Pharma was 

restructured and transformed into a joint stock limited company from Shandong 

Luoxin Factory by way of promotion by  Luoxin Pharmacy Group and 10 other 

promoters, including Shenyang Pharmacy University. The Company’s shares 

began trading on the Hong Kong Stock Exchange (“SEHK”) in 2005. 

The Company is an accredited GMP manufacturer and is recognized as a High 

and New Technology Enterprise by the Shandong Province Science and 

Technology Committee. Shandong Luoxin Pharma operates more than 30 GMP-

certified production lines and produces a broad range of powder and lyophilized 

powder for injection, solid type medicines, chemical bulk medicines, 

cephalosporin bulk medicines and oral drugs. Annual production capacity has 

been upgraded as part of a three year program and currently exceeds 1 billion 

units of powder for injection; 200 million units of lyophilized powder for 

injection; 500 million units of liquid for injection; 2.5 billion tablets; 2 billion 

capsules; 300 million packs of granules; 80 million bags of dry suspension; 300 

tons of cephalosporin bulk medicines; and 100 tons of other chemical bulk 

medicines.  

 

Shandong Luoxin Pharma has significant R&D capabilities and benefits from its 

R&D partnership with Shenyang Pharmaceutical University, one of China’s 

oldest and most prestigious pharmacy schools, and also its relationships with 

other research institutions. The Company’s R&D program focuses on high 

Shandong Luoxin Pharma is widely 

recognized in China for its exceptional 

R&D capabilities and the high technology 

content of its products.  
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quality, value-added products containing strong technology content.  Over 240 

different products are currently produced.  The Company’s R&D team consists 

of 100 researchers, many of whom hold doctorates and other advanced science 

degrees, as well as advisors, university professors, pharmacists and engineers. 

Its R&D partner Shenyang Pharmaceutical University was a major shareholder. 

The Company has a successful track record as a technology innovator and has 

introduced many new, first-in-class medicines in China, including Luoxin 

Yanda (injectable Gatifloxacin), a State Class 1 new medicine that was awarded 

the Shandong Province Scientific and Technological Progress Prize. Shandong 

Luoxin Pharma plans to further enhance its R&D capabilities and strengthen its 

brand recognition, which in turn should fuel products sales and lay a solid 

foundation for future growth. 

 

 

 

Shandong Luoxin Pharma products are sold through a national sales network 

across the PRC, consisting of over 500 sales agents and distributors.  Sales are 

made in all of China’s 27 provinces and 4 municipalities.  The Company sells its 

products to over 5,000 customers, including many large hospitals and medical 

institutions.  Hospital clients represent approximately 60% of revenues.  

Shandong Luoxin Pharma also sells raw materials to other pharmaceutical 

companies and is licensed to import and export medicines.  

 

Market Growth Drivers 

Medical reforms implemented by the PRC government and the proactive 

introduction of new cooperative medical initiatives are expected to effectively 

boost China’s spending for medical services and pharmaceutical products. 

China’s government plans to invest RMB780 billion (US$114 billion) over the 

next three years to upgrade the country’s medical services system and make 

essential pharmaceutical products more readily available to China’s citizens. 

This in turn should boost pharmaceutical consumption and create new growth 

opportunities for established pharmaceutical manufacturers.  

 

China’s Ministry of Health has also laid out the “2020 Healthy China” plan, 

which has three stages of development. In the first stage, the PRC will establish 

a national sanitary service system covering urban and rural areas. In the second 

stage, the PRC will boost its ranking among developing countries in terms of 
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sanitary services. By the third stage, China expects to match the standards of 

most developed countries.  

Internal Growth Initiatives 

Over the past year, Shandong Luoxin Pharma has enhanced its R&D 

capabilities, expanded its production capacity and developed its sales network 

for improved efficiency and geographic coverage. The third phase of a major 

production capacity expansion project was completed last year and the Company 

has commenced operations at higher volume levels. The production expansion is 

driving market share gains for Shandong Luoxin Pharma and also enabling the 

Company to improve margins through enhanced purchasing power and 

economies of scale. 

 

 
 

In addition, the Company’s technology center was recently certified as a 

Provincial Enterprise Technology Center by the PRC government. Several new 

R&D-focused training programs have been established, including the Luoxin 

Pharmacology Post-doctorate program, Luoxin Pharmacology Education and 

Training program and Luoxin Pharmacology Internship program, all at 

Shenyang Pharmaceutical University. These programs help to identify and 

nurture future R&D talent and enhance the Company’s technology advantage.  

 

 
 

Financial Performance 

Shandong Luoxin Pharma’s sales increased 31.2% last year to RMB667.8 

million (US$97.9 million) from RMB509.1 million (US$69.7 million) as a result 
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of new products, consolidation of the product portfolio and sales network 

expansion.  Cost of sales rose 34.7% to RMB351.2 million (US$52.7 million) 

from RMB260.6 million (US$39.1 million), resulting in a modest decline in 

gross margins to 47.4%versus 48.8% one year earlier. Shandong Luoxin 

Pharma’s operating expenses climbed only 17.5% to RMB78.3 million 

(US$11.8 million), resulting in operating margin gains and a 50.2% 

improvement in operating profits to RMB183.2 million (US$27.5 million). 

Weighted average 2008 EPS was RMB 0.3 (US$0.04). 

 

 
 

The Company ended 2008 with cash and equivalents totaling RMB145.5 million 

(US$21.8 million) and had no long-term borrowings.  

 

During the nine months ended June 2009, Shandong Luoxin Pharma’s unaudited 

sales rose 36.2% year- over- year to RMB654.0million (US$95.7 million) from 

RMB480.2 million (US$70.3 million), which the Company attributed to new 

products, an improved product mix and sales network expansion.  Cost of sales 

increased 42% year-over-year to RMB345.8 million (US$50.6 million), causing 

a decline in gross margins to 47.0% from 49% one year ago. Operating expenses 

increased 35.6% to RMB75.2 million (US$11.0 million) and operating profits 

rose 2912% to RMB178.3 million (US$26.1 million). Weighted average EPS 

was RMB0.29 (US$0.04) for the nine month 2009 period.  

 

The Company also increased its cash and cash equivalents during the nine 

month 2009 period to RMB409.1 million (US$59.9 million) from RMB31.4 

million (US$4.6 million) one year earlier. Shandong Luoxin Pharma continues 

to have no long-term debt.  

 

Future results will benefit from the Company’s recently reduced tax rate. During 

the 2009 third quarter, Shandong Luoxin Pharma was recognized as a New and 

High Technology Enterprise by the PRC’s state authority. This will allow the 

Company to enjoy a 15% Enterprise income tax rate, which is well below the 

statutory 25% income tax rate.  
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Shandong Luoxin Pharma's sales rose 

36% and operating profits grew 29% 

year-over-year during the first nine 

months of 2009 as a result of new 

products, an improved product mix and 

sales network expansion.  
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Growth Strategy 

 

Shandong Luoxin Pharma is implementing a five-year plan to further strengthen 

its business operations. Key aspects of the plan include enhancing the 

Company’s competitive position, accelerating product development and 

continuous improvements in its organizational structure, technology, 

management skills, marketing and human resources. Specific initiatives are 

discussed below: 

 

Expand economies of scale 

The Company completed the third phase of its production capacity expansion 

project last year and commenced production at higher levels. Production 

capacity for aseptic bulk medicines and special chemical bulk medicines has 

each increased by approximately 200 tons. The production expansion is helping 

the Company achieve economies of scale that reduce overall production costs 

and enhance gross margins.  

 

 
 

Strengthen business foundation 

Shandong Luoxin has entered into an agreement with Qilu Medical Investment 

Management Limited to acquire a 20% equity interest in its business and formed 

Qilu Luoxin Pharmaceutical Company. Qilu Medical’s principal activity is 

managing and consulting to medical-related businesses. It is also a licensed PRC 

pharmaceutical and medical equipment trading company. This acquisition 

further strengthens and extends Shandong Luoxin Pharma’s supply chain and 

improves the Company’s competitive position as a one-stop vertically integrated 

supplier, with R&D, manufacturing and marketing combined under one roof.  

 

Enhance R&D capabilities 

The Company continues to invest in R&D and became certified as a Provincial 

Enterprise Technology Center in September 2008. In addition, Shandong Luoxin 

Pharma has collaborated with Shenyang Pharmaceutical University to establish 

Pharmacology Post-doctorate, Pharmacology Education and Training and 

Pharmacology Internship programs at Shenyang Pharmaceutical University. Its 

collaboration with Shenyang Pharmaceutical University contributes to the 

Company’s ongoing technological development and provides an active channel 

The acquisition of an ownership stake in 

Qilu Medical extends Shandong Luoxin 

Pharma’s supply chain and solidifies its 

position as a one-stop, vertically integrated 

supplier.  
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for technology interchange, talent recruitment and skill development between 

the two organizations.  

 

The Company’s R&D efforts have yielded impressive results. Shandong Luoxin 

Pharma has introduced more than 240 different products. During 2008, the 

Company obtained approvals on 27 new products from China’s State FDA and 

further strengthened its product portfolio. These new products contributed over 

20% of 2008 revenues and have broad applications in the treatment of 

inflammation, analgesia, and digestive and respiratory system disorders. 

 

The Company has been recognized as a “Top Ten Pharmaceutical Enterprises 

with Growth Potential” and a “Top 100 Pharmaceutical Companies in China” 

every year since 2006. In addition, Shandong Luoxin Pharma was ranked highly 

among “Small and Medium Enterprises in China with the Most Potential” by 

Forbes magazine this year for the second consecutive year. The Company’s 

Forbes ranking improved from 144
th

 place in 2008 to 34
th

 place in 2009. 

 

Stricter environmental protection standards being imposed on the 

pharmaceutical industry by the PRC government are helping to accelerate 

industry consolidation and create growth opportunities for established 

enterprises such as Shandong Luoxin Pharma. The Company plans to capitalize 

on consolidation opportunities to enhance the capabilities of its R&D staff, 

accelerate the expansion of its sales team, expand production and broaden its 

distribution network. In addition, the Company is exploring ways to further 

reduce production costs through economies of scale and solidify its position as a 

high value-added pharmaceutical manufacturer. The launch of additional 

technology-rich products helps fuel consistent top-line growth, boost profits and 

create positive returns for shareholders. Shandong Luoxin Pharma plans to 

launch a total of 50 new products in 2009 and 2010.   

 

The Company plans to further improve its visibility in the global investment 

community and has applied to transfer its Hong Kong exchange listing to the 

Main Board. Coupled with the Company’s newly created American Depositary 

Receipt’s listing on the International OTCQX market place in the United States, 

the home market listing change will also enhance Shandong Luoxin Pharma’s 

corporate brand, build name recognition outside the PRC and improve trading 

liquidity, all of which are beneficial to the Company’s future growth and long-

term business development. 

Shandong Luoxin plans to capitalize 

on consolidation within China’s 

pharmaceutical industry to enhance 

its R&D capabilities accelerate sales 

organization growth and expand 

production volume.   
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      Management Team 

 

Executive Directors 
 

Liu Baoqi (age 49) is an 

Executive Director and 

the Chairman of the 

Company. He is 

responsible for strategic 

planning and overall 

management of the 

business.  Liu completed 

his tertiary education in 

economics and 

management from the 

School of the Shandong 

Provincial Communist Party in 1996 and obtained qualification as a pharmacist. 

He has 20years experience in China’s medical and pharmaceutical industry.  Liu 

joined Shandong Luoxin Factory (the Company’s predecessor) in 1995 and prior 

to that, worked for Linyi Luozhuang Pharmacy Company from 1988 to 1995.  

He was named the Outstanding Young Entrepreneur in Linyi City and one of the 

Ten Outstanding Young Persons in Linyi City in May and October of 1996, 

respectively. Liu is also a delegate of the Linyi City People’s Congress and the 

uncle of Shandong Luoxin Vice-Chairman Liu Zhenhai. 

 

Liu Zhenhai (age 35) is an Executive Director and the Company’s Vice-

Chairman.  He is responsible for overall business, financial and strategic 

planning. Liu has 13 years experience in the medical and pharmaceutical 

industry in the PRC. Before joining the Company in 2001, he spent seven years 

as an executive in accounting and finance for Linyi Luozhuang. Liu is also a 

delegate of the Linyi City People’s Congress and the nephew of Liu Baoqi. 

 

Li Minghua (age 45) is an Executive Director as well as the Company’s 

General Manager, Chief Executive Officer and head of research and 

development. She assists Shandong Luoxin Pharma’s Chairman in directing 

overall business development and operations. She graduated from Shenyang 

Pharmacy University with a bachelor’s degree in Pharmacy. Ms. Li is certified 

as a senior professional engineer in medicine in the PRC and is a registered 

practicing pharmacist. Prior to joining the Company in 2001, she spent 15 years 

with other PRC pharmaceutical enterprises. 

 

Han Fengsheng (age 35) is an Executive Director and the Company’s Secretary 

to the Board of Directors. Han graduated from Dalian University with a degree 

in Computer Science. Before joining Shandong Luoxin Pharma in November 

2001, Han spent five years in the information technology department at Linyi 

Luozhuang. 

 
Chen Yu (age 41) is the Vice General Manager of the Company’s production 

department.  Chen completed post-graduate education in Nanjing Chemical 

Power College, and was certified as a Heat Supply and Ventilation Engineer by 

the Liaoning Province Human Resources Bureau.  Chen has over 28 years of 

experience in the PRC medicine manufacturing industry. 

 
 

 

 

Liu Baoqi 

Executive Director& Chairman 

Liu Zheuhai 

Executive Director&Vice-Chairman 
 

Ms. Li Minghua 

Executive Director, General Manager, 

CEO & Chief R&D Officer 
 

Han Fengsheng 

Executive Director& Secretary to the 

Board of Directors  
 
 
 
 Chen Yu 

Vice General Manager  
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Non-Executive Directors 
 

Yin Chuangui (age 54) is a Non-Executive Director, and the authorized 

representative of Linyi City People’s Hospital.  Yin graduated from Weifang 

Medical College with a bachelor’s degree in Health Management. In May 2001, 

he was nominated by Linyi People Hospital to be a Non-Executive Director of 

Shandong Luoxin Pharma. 

 

Liu Yuxin (age 52) is a Non-Executive Director. Liu completed his tertiary 

education in Yishui Medical College. In May 2001, he was nominated by Pingyi 

County People’s Hospital,one of the Company’s major shareholders, to be a 

Non-Executive Director. Liu is also a member of the Chinese People’s Political 

Consultative Conference of Shandong Province. 

 

Independent Non-Executive Directors 
 

Victor Foo Tin Chung (age 42) has been an Independent Non-Executive 

Director of the Company since April 2005. Foo has been the executive director, 

financial controller, accountant, corporate secretary and compliance officer for 

exchange-listed Jinheng Automotive Safety Technology Holdings Limited since 

June 2004.  Foo holds a bachelor’s degree in Accounting and Information 

Systems from the University of New South Wales in Australia, and a master’s 

degree in Business Administration from the Australia Graduate School of 

Management. He is a CPA of the Hong Kong Institute of Certified Public 

Accountants and a CPA of CPA Australia.  He has held senior management 

positions with several listed companies in Hong Kong and was an auditor for an 

international audit firm. 

 

Fu Hongzheng (age 47) has been an Independent Non-Executive Director since 

June 2001.  Fu graduated from the Pharmacy School of Yanbian University in 

1985 with a bachelor’s degree and obtained his master’s degree from Shenyang 

Medical University in 1991. 

 

Li Hongjian (age 57) became an Independent Non-Executive Director of the 

Company in November 2006. Ms. Li graduated from the Faculty of Pharmacy of 

Shandong Medical University in 1976. Since her graduation, Ms. Li has been 

engaged in pharmacy work at hospitals. She currently manages the pharmacy 

department and serves as the Chief Pharmacist at Shandong Qian Fo Shan 

Hospital. She is also a part-time professor and advisor to graduate students at 

Shandong University. 

 

Yin Chuangui 

Non-Executive Director 
 

Liu Yuxin 

Non-Executive Director 
 

Victor Foo Tin Chung 

Independent Non-Executive Director 
 

Fu Hongzheng 

Independent Non-Executive Director 
 
 

Li Hongjian 

Independent Non-Executive Director 
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Senior Management 
 

Ji Honghai (age 36) is the Vice-General Manager of the Company and is 

responsible for sales and marketing operations. Ji graduated from the University 

of Jinan City Workers with a degree in Financial Accounting. He joined 

Shandong Luoxin Pharma in 1997 and, prior to that, was employed by Linyi 

Luozhuang from 1996 to 1997. 

 

Zhao Xuekun (age 75) is the Company’s Chief Engineer, with responsibilities 

for product development, production technology and GMP compliance.  Zhao 

completed his tertiary education at Shenyang Pharmacy University.  Before 

joining Shandong Luoxin Pharma in 1996, Zhao had a 39 year career working in 

a hospital, a drug control and inspection center, and the health department of 

Linyi City. 

 

Lau Hon Kee, FCPA, CPA (age 40) is the Company’s Financial Controller and 

Corporate Secretary. He oversees accounting, financial reporting and internal 

control procedure function at Shandong Luoxin Pharma. Lau holds a bachelor’s 

degree in Commerce from Australian National University and a master’s degree 

in Professional Accounting from Hong Kong Polytechnic University.  He has 

been an independent non-executive director of exchange-listed Strong 

Petrochemical Holdings Limited since November 2008.  He is a Fellow CPA of 

the Hong Kong Institute of Certified Public Accountants and a CPA of CPA 

Australia. Before joining the Company in March 2003, Lau spent 10 years in 

various executive finance and accounting positions with service and 

manufacturing companies. 

 

 
 

Ji Honghai 

Vice-General Manager 
 

Zhao Xuekun 

Chief Engineer 
 

Lau Hon Kee 

Financial Controller & 

 Corporate Secretary 
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Market Overview 
 

China is the world’s most populated country, with an estimated 1.3 billion 

citizens and is also the fastest-growing world economy. China's GDP is 

estimated to reach US$4.7 trillion in 2009, but per capita wealth remains low at 

only around US$3,450 per person. China's pharmaceutical market is positioned 

for robust growth over the next several years as a result of the PRC Central 

Government’s establishment and investment in an Essential Medicines System. 

As part of this initiative, 300-400 essential medicines will be made available to 

Chinese citizens at every public health facility, starting at the grassroots level. 

However, proactive medical reform is only one of many factors driving 

pharmaceutical industry growth. Demand for pharmaceuticals is also rising 

because of China’s aging population, emerging middle class and expanding 

scope of medical protection.  

 

China’s government has committed 780 billion Yuan (US$114 billion) to 

develop the country’s healthcare system over the next three years.  The plan 

calls for the creation of a platform for universal healthcare access by 2020 

through the construction of 2,000 new county level hospitals and 29,000 

township hospitals and the upgrading of another 5,000 hospitals. In China, 

pharmaceuticals are sold mainly in hospitals and drugstores, so the healthcare 

reform plan will almost certainly increase consumer access to pharmaceuticals. 

 

Sales of Chinese and Western drugs in China were estimated at $50 billion in 

2007 by Pharma China. China is already the dominant global supplier of active 

pharmaceutical ingredients (APIs) and Chinese companies are investing in the 

expansion of their capacity and production of generic drug formulations. Many 

global pharmaceutical companies consider China a hugely attractive market with 

immense growth potential and several large multi-nationals, including 

GlaxoSmithKline, Eli Lilly, Sandoz and Merck, have expanded their R&D 

operations in China. 

 

PRC Pharmaceutical Market Growth 

The Chinese pharmaceutical market has grown at double-digit annual rates for 

the past three decades. Sales of drugs, including Western medicines, 

biopharmaceuticals, and traditional Chinese medicines, rose more than 60-fold 

between 1980and 2007, according to China’s State Food and Drug 

Administration (SFDA).  Pharmaceutical R&D work outsourced to China by 

contract research organizations was valued at nearly RMB4.0 billion (US$550 

million) in 2007, according to a Xinhua News Agency report. 

 

The PRC government is encouraging the growth of a strong pharmaceutical 

industry, led by large, research-based domestic companies, and has also opened 

the door to increased foreign investment. Many government policies such as 

preferential drug pricing and hospital drug procurement favor larger, research-

based enterprises. China’s government has improved market access for foreign 

companies by strengthening intellectual property protection laws and agreeing to 

work with the U.S. FDA to jointly combat counterfeit drugs. China has also 

stepped up efforts to regulate and approve APIs and audit drug production 

facilities. 

 

Government support of new drug innovation and the development of R&D-

based manufacturing are attracting interest from outside investors. More than a 

dozen Chinese pharmaceutical companies have already listed their shares on 

U.S. stock exchanges, according to China Bio Stock Index, and Chinese 

pharmaceutical manufacturers have begun acquiring foreign businesses, as 

evidenced by WuXi PharmaTech’s acquisition of U.S.-based AppTec last year.  

 

China’s pharmaceutical market generates 

more than $50 billion in annual sales and 

is forecast to grow 20% annually over the 

next several years. China’s government 

will invest RMB780 billion (US$114 

billion) in the nation’s healthcare system 

over the next three years. 
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IMS Health forecasts better than 20% average annual growth in China’s 

pharmaceutical market over the next several years, driven mainly by health care 

reform that will bring preventive care and essential medicines to all of China’s 

citizens.  Although some of China’s regulatory reforms may create uncertainty 

in the short-term, the longer-term effect of these new policies will be a more 

favorable environment for pharmaceutical industry growth. 
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Competition 

According to China Market Research Group, China’s pharmaceutical industry is 

still quite young - 90% of China's pharmaceutical manufacturers are small or 

medium-sized enterprises, and the ten largest companies generate only about 

13% of the industry's overall revenues, versus 40-50% in developed markets 

from large companies such as Merck and Pfizer. Currently China has about 

3,500 drug companies, down from more than 5,000 in 2004, according to 

government figures. The number is expected to drop further.  

China’s thousands of domestic companies account for approximately 70% of the 

market.  Since June 30, 2004, China’s SFDA has been closing down 

manufacturers that do not meet new GMP standards. Foreign players account for 

10% to 20% of overall sales, depending on the types of medicines included in 

the count. However, sales at the top-tier Chinese companies are growing faster 

than at Western firms, according to IMS Health. 

Even the top selling companies in China just barely exceed sales of $100 million. 

With sales of RMB668 million (US$97.9 million) last year, Shandong Luoxin 

Pharma is one of China’s larger drug companies. Other large R&D-focused 

pharmaceutical manufacturers in China include Wuxi Pharmaceutical, Harbin 

Pharmaceutical Group, Sinovac Biotech and C &O Pharmaceutical Technology 

Holding Company.  

Shandong Luoxin Pharma identifies its principal competitive advantages as: 

 

 Its successful R&D track record and expertise in marketing new 

medicines on a national level; 

 A steady stream of new valued-added medicines and a deep pipeline; 

 Experienced management team, with senior executives possessing 20 

or more years of pharmaceutical industry experience; 

 R&D supported by collaborations with a leading pharmaceutical  

university and research institutes; 

 Extensive sales and distribution network; 

 Cost advantage resulting from vertical integration and the ability to 

provide one-stop shopping for finished and bulk pharmaceuticals. 

 

Shandong Luoxin Pharma’s exceptional R&D capabilities and the high value-

added component of its products have created a strong brand name. The Luoxin 

brand is recognized as a “Famous Trademark in Shandong Province" by the 

State Administration for Industry and Commerce. Several of the Company’s 

products have earned "Scientific and Technological Progress Awards" in 

Shandong Province, where many of China’s pharmaceutical manufacturers are 

located. In addition, Shandong Luoxin Pharma has been named a "Grade AAA 

9Credible Enterprise” by the PRC Ministry of Commerce, and recognized as a 

"AAA-Grade Credible Provincial Enterprise", "Trustworthy Enterprise with 

Integrity", "Modernized Enterprise" and "Leading Enterprise in the 

Pharmaceutical Industry" at both provincial and city levels. The Company has 

been twice honored as a "Top 10 Pharmaceutical Enterprise with the Most 

Potential" since 2006, and was acknowledged as one of the "Top 100 

Pharmaceutical Enterprises of China". 

Shandong Luoxin Pharma’s R&D skills are attributable in part to its relationship 

and support from the Shenyang Pharmaceutical University. This university was 

a major Company shareholder and is one of China’s oldest and best-known 

pharmaceutical universities. Shandong Luoxin Pharma’s collaboration with 

The Company’s technology skills and 

research relationship with one of China’s 

leading pharmaceutical universities are 

competitive advantages. In addition, 

Shandong Luoxin Pharma has a high 

degree of vertical integration and recently 

expanded production capacity by 400 tons.   

http://en.wikipedia.org/wiki/Good_Manufacturing_Practice
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Shenyang Pharmaceutical University on new product development has resulted 

in a steady stream of new high technology content medicines. The Company 

introduced 27 new products in 2008, with applications in the treatment of 

inflammation and digestive and respiratory system disorders, and plans to 

launch a total of 50 new products in 2009 and 2010. 

Shandong Luoxin Pharma is GMP-certified and presently operates 30+ 

production lines. Its annual capacity consists of 1 billion units of powder for 

injection; 200 million units of lyophilized powder for injection; 500 million 

units of liquid for injection; 2.5 billion tablets; 2 billion capsules; 300 million 

packs of granules; 80 million bags of dry suspension; 300 tons of cephalosporins 

bulk medicines; and 100 tons of other chemical bulk medicines. The ability to 

produce both ingredients and finished products positions the Company as a one-

stop, vertically integrated supplier to hospitals and other large clients.  

 

 

 

Relationship with Luoxin Pharmacy Group 

Luoxin Pharmacy Group Co. Ltd. is the Company’s controlling shareholder and 

holds 39.15% of its issued share capital. Shandong Luoxin Pharma’s Chairman 

Liu Baoqi is also Executive Director and the Chairman of Luoxin Pharmacy 

Group and a controlling shareholder, holding 51.72% of Luoxin Pharmacy 

Group registered stock. Prior to forming its relationship with Shandong Luoxin 

Pharma, Luoxin Pharmacy Group had been a marketer of chemical medicines, 

Chinese medicines, medical equipment and health and beauty products. 

However, in November 2002 it entered into a non-compete agreement with 

Shandong Luoxin Pharma and discontinued its chemical medicine business. In 

June 2005, Luoxin Pharmacy Group signed a supplementary non-compete 

agreement limiting its sales activities to Linyi City and its client base to small 

and mid-sized medical institutions. Shandong Luoxin Pharma sells mainly to 

large hospitals and medical institutions. The Company receives an annual 

confirmation from Luoxin Pharmacy Group that it is in compliance with these 

agreements.  
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Investment Risks 

 

Regulatory risk  

The manufacture and sale of pharmaceutical products in China is heavily 

regulated by state, provincial and local authorities. These regulations 

significantly increase the difficulty and costs involved in obtaining and 

maintaining regulatory approvals for pharmaceutical products. Shandong Luoxin 

Pharma’s future growth and profitability depends on its ability to secure 

regulatory approvals for new drugs. Additionally, laws may change that prohibit 

the use of certain pharmaceuticals, which in turn could negatively impact the 

Company’s sales. The China National Development and Reform Commission 

(CNDRC) have implemented price adjustments on many marketed 

pharmaceuticals. Shandong Luoxin Pharma has no control over governmental 

policies and some of the new government policies could negatively impact the 

pricing and profitability of its products. 

 

The SFDA requires pharmaceutical manufacturers to obtain Good 

Manufacturing Practices, or GMP, certification. While Shandong Luoxin 

Pharma has received its certification, if it fails to maintain GMP certifications in 

the future, it will no longer be able to manufacture pharmaceuticals in 

China.  Laws and regulations governing pharmaceutical industry acquisitions 

could also change and impact the Company’s ability to grow through 

acquisitions. 

  

Political and economic risks  

China is transitioning from a planned economy to a market economy.. Many of 

the economic reforms carried out by the PRC government are unprecedented or 

experimental, and some may require further refinement and improvement. It is 

possible that new reforms could pass which would negatively impact the 

Company’s operations or business development.  

  

Competitive risk   

Shandong Luoxin Pharma competes with other companies, many of which are 

developing, or can be expected to develop, similar products. Some competitors 

may have better brand recognition or greater financial, technical, marketing and 

other resources. There is a risk that some competitors may respond more quickly 

to new or changing business opportunities, undertake more extensive 

promotional activities, offer more attractive terms to customers or adopt more 

aggressive pricing policies.  

 

Intellectual property risk  

Shandong Luoxin Pharma develops new technologies and relies on patents, 

trade secret laws, and restrictions on disclosure to protect its intellectual 

property rights. Unauthorized use of its technology may damage the Company’s 

ability to compete. Its service marks, trademarks, trade secrets, patents and 

similar intellectual property are critical to its success. Some of the Company’s 

products have secured trademark and patent protection in China, but no 

assurance can be given that these patents and licenses will not be challenged, 

invalidated, infringed or circumvented. Policing the unauthorized use of 

proprietary technology can be difficult and expensive. Also, litigation may be 

necessary to enforce intellectual property rights.  The outcome of litigation is 

uncertain and may not adequately protect the Company’s rights. Litigation is 

also expensive and diverts management’s attention from day-to-day business 

operations.  

 

Material supply risk 

Shandong Luoxin Pharma depends on third parties to supply the raw materials 

used in its products. Any interruption or failure by suppliers, distributors and 

Shandong Luoxin Pharma’s future growth 

and profitability depends on its ability to 

introduce new products, protect its 

technology, leverage its sales organization 

and realize economies of scale on 

expanded production volume.    
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collaboration partners to satisfy their agreements could have a material adverse 

effect on the Company’s business. In addition, all third party suppliers and 

contractors are subject to China SFDA and government agency requirements. 

The Company’s business and financial viability depends on regulatory 

compliance by these third parties, and on the strength, validity and terms of its 

contracts with third party manufacturers, distributors and collaboration partners.  

 

Procurement risk  

The Chinese government and SFDA regulate access to chemical compounds and 

the manufacture, shipment, storage, sale and use of chemical ingredients. 

Availability of certain active ingredients may be limited and the Company’s 

procurement quota may be insufficient to meet commercial demand or complete 

clinical trials. Shandong Luoxin Pharma must apply annually to government 

agencies for procurement quotas. Any delay by these agencies in establishing 

procurements could hinder clinical trials and/or product launches or cause trade 

inventory disruptions.  

  

China SFDA risk  

The China SFDA and Department of Health impose substantial requirements on 

the development, manufacture, labeling, sale, distribution, marketing, 

advertising, promotion and introduction of therapeutic products. The submission 

of a drug application alone does not guarantee that the SFDA will grant 

marketing approval.  Satisfaction of SFDA requirements typically requires 

years, and the timing of the approval process is difficult to predict. 

 

Current SFDA standards for pharmaceutical products are more stringent than 

past standards. There can be no assurance that the SFDA or other regulatory 

agencies will approve products developed by the Company on a timely basis, if 

at all.  

 

Customer risk 

The Company’s largest customers are Luoxin Pharmacy Group, Anhui Huayuan 

Pharmaceutical co., Ltd, and Linyi People Hospital. Luoxin Pharmacy Group 

contributed approximately 8.5% of sales last year and Shandong Luoxin 

Pharma’s five largest customers represent approximately 21% of sales. The loss 

of any one of these customers could have a material adverse impact on the 

Company’s revenues and profits. 
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Summary 
 

Shandong Luoxin Pharma is ideally positioned to capitalize on rapidly 

increasing demand for pharmaceutical products in China. IMH Health predicts 

greater than 20% annual growth in China’s pharmaceutical market over the next 

several years. The Company manufactures and markets over 240 pharmaceutical 

products, including Chinese medicines, Western medicines and bulk medicines, 

has strong brand recognition and is known for the high technology content of its 

products, a reflection of its exceptional R&D capabilities. Shandong Luoxin 

Pharma is expanding its production capacity and vertical integration to take 

advantage of market opportunities, increase share and extend its sales coverage. 

The Company already serves more than 5,000 clients and notes there are 

significant opportunities to increase penetration of existing large accounts. At 

present, it derives about 60% of revenues from hospital clients.   

 

The PRC government is committing RMB780 billion (US$114 billion) over the 

next three years to upgrade healthcare coverage and make preventative care 

more readily available to Chinese citizens. As part of this three year plan, 2,000 

new county level hospitals and 29,000 township hospitals will be built. In 

addition, 300 to 400 essential medicines will be made available at every public 

health facility. Even without government programs, China’s healthcare spending 

is likely to continue to rise as a result of the country’s aging population, 

emerging middle class and increased public awareness of  healthcare  issues.  

 

Shandong Luoxin Pharma benefits from its R&D partnership with Shenyang 

Pharmaceutical University and its strong internal R&D capabilities. Most 

members of its R&D team have Ph.D.s or other advanced science degrees and 

the Company employs university professors, pharmacists and engineers. 

Shandong Luoxin Pharma has introduced many first-in-class medicines in China 

and launched 27 new products last year which together contributed 20% of 2008 

sales. The Company expects to introduce a total of 50 new products this year 

and next year and maintain R&D investment at high levels.   

 

The Company is an accredited GMP manufacturer and produces a broad range 

of injectable, oral and bulk medicines on its 30+ production lines. Last year 

Shandong Luoxin Pharma completed a three-year expansion program that has 

added 200 tons each to annual asceptic bulk and special chemical bulk medicine 

production capacity. The production expansion solidifies the Company’s 

position as a vertically integrated supplier and facilitates gross margin gains 

through production efficiencies and economies of scale. 

 

With annual sales of RMB667.8 million last year and products known for their 

high technology content, Shandong Luoxin Pharma ranks among China’s top 

pharmaceutical manufacturers. Sales have grown at a nearly 40% average 

annual rate in the last three years. PRC government healthcare spending, 

demographic trends and other factors contribute to a favorable long-term growth 

outlook for China’s pharmaceutical industry and a trend towards consolidation 

encouraged by the PRC government favors larger R&D-focused companies such 

as Shandong Luoxin Pharma, which have the skills and financial resources to 

make synergistic acquisitions.        

Shandong Luoxin Pharma continues to 

solidify its position as a vertically 

integrated, one-stop supplier and has the 

financial and other resources needed to 

capitalize on PRC pharmaceutical market 

growth and consolidation.  
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Income Statement 
 

 
 

  

For the Fiscal Period Ending

Dec-31-2005 Dec-31-2006 Dec-31-2007 Dec-31-2008

12 months

Sep-30-2009

Currency USD USD USD USD USD

 

Revenue                          36.6                          46.6                          74.6                          97.8                        123.3 

Other Revenue - - - - -

  Total Revenue                          36.6                          46.6                          74.6                          97.8                        123.3 

Cost Of Goods Sold                          21.1                          25.6                          38.1                          51.4                          66.5 

  Gross Profit                          15.4                          21.0                          36.5                          46.4                          56.8 

Selling General & Admin Exp.                            6.4                            7.1                            9.8                          11.5                          14.4 

R & D Exp. - - - - -

Depreciation & Amort. - - - - -

Other Operating Expense/(Income) -                        (0.4)                         (0.3)                         (0.3)                         (0.3)  

  Other Operating Exp., Total                            6.4                            6.7                            9.5                          11.2                          14.1 

  Operating Income                            9.1                          14.3                          27.0                          35.2                          42.7 

Interest Expense                        (1.0)                         (1.1)                         (0.7)                         (0.2)                                0 

Interest and Invest. Income                            0.2                            0.2                            0.2                            0.1                            0.2 

  Net Interest Exp.                        (0.8)                         (0.9)                         (0.5)                         (0.1)                             0.2 

Income/(Loss) from Affiliates - - -                            0.5                            0.6 

Other Non-Operating Inc. (Exp.) - -                            0.3                            0.4                            0.3 

  EBT Excl. Unusual Items                            8.3                          13.4                          26.8                          36.0                          43.8 

Impairment of Goodw ill - - - - -

Other Unusual Items - - - - -

  EBT Incl. Unusual Items                            8.3                          13.4                          26.8                          36.0                          43.8 

Income Tax Expense                            2.9                            4.5                            8.9                            9.2                          11.1 

  Earnings from Cont. Ops.                            5.4                            8.8                          17.9                          26.8                          32.7 

Earnings of Discontinued Ops. - - - - -

Extraord. Item & Account. Change - - - - -

  Net Income                            5.4                            8.8                          17.9                          26.8                          32.7 

Pref. Dividends and Other Adj. - - - - -

  NI to Common Incl Extra Items                            5.4                            8.8                          17.9                          26.8                          32.7 

  NI to Common Excl. Extra Items                            5.4                            8.8                          17.9                          26.8                          32.7 
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Balance Sheet 
 

 
  

Balance Sheet as of:

Dec-31-2005 Dec-31-2006 Dec-31-2007 Dec-31-2008 Sep-30-2009

Currency USD USD USD USD USD

ASSETS

Cash And Equivalents                          22.8                          17.2                          17.0                          19.1 -

  Total Cash & ST Investments                          22.8                          17.2                          17.0                          19.1                          38.3 

Accounts Receivable                            4.0                            5.6                            7.9                          10.0 -

Other Receivables                            3.4                            2.4                            0.5                            0.6 -

  Total Receivables                            7.4                            8.0                            8.4                          10.6 -

Inventory                            5.7                          11.0                          10.1                          19.2 -

Prepaid Exp. - -                            0.7                            4.9 -

Other Current Assets                            1.1                            3.3 -                            2.2 -

  Total Current Assets                          37.0                          39.4                          36.3                          56.0 -

Gross Property, Plant & Equipment                          14.3                          19.5                          33.2                          43.0 -

Accumulated Depreciation                        (2.1)                         (3.2)                         (4.6)                         (6.3)  -

  Net Property, Plant & Equipment                          12.2                          16.2                          28.6                          36.7 -

Long-term Investments - - -                            3.3 -

Other Intangibles                            0.7                            0.7                            1.9                            2.0 -

Deferred Tax Assets, LT                            0.7                            0.5                            0.4                            0.2 -

Other Long-Term Assets                            1.2                            1.6                            1.7                            1.5 -

Total Assets                          51.7                          58.4                          68.9                          99.8 -

LIABILITIES

Accounts Payable                            2.9                            6.3                            4.7                            9.6 -

Accrued Exp. - -                            1.4                            1.4 -

Short-term Borrow ings                          15.5                          11.5                            4.5 - -

Curr. Income Taxes Payable                            0.3                            0.8                            1.6                            1.1 -

Other Current Liabilities                            6.1                            5.9                            6.7                          12.6 -

  Total Current Liabilities                          24.8                          24.5                          18.9                          24.8 -

Unearned Revenue, Non-Current                            3.0                            3.0                            3.0                            3.0 -

Other Non-Current Liabilities - - - - -

Total Liabilities                          27.8                          27.4                          21.9                          27.8 -

Common Stock                            8.9                            8.9                            8.9                            8.9 -

Additional Paid In Capital                            4.6                            4.6                            4.6                            4.6 -

Retained Earnings                          10.5                          17.5                          33.6                          58.6 -

Treasury Stock - - - - -

Comprehensive Inc. and Other - - - - -

  Total Common Equity                          23.9                          31.0                          47.0                          72.1                          87.1 

Total Equity                          23.9                          31.0                          47.0                          72.1                          87.1 

Total Liabilities And Equity                          51.7                          58.4                          68.9                          99.8 -
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Cash Flow 
 

 
  

For the Fiscal Period Ending

Dec-31-2005 Dec-31-2006 Dec-31-2007 Dec-31-2008

Currency USD USD USD USD

 

Net Income                            5.4                            8.8                          17.9                          26.8 

Depreciation & Amort.                            0.7                            1.1                            1.4                            1.9 

Amort. of Goodw ill and Intangibles                            0.1                            0.2                            0.2                            0.2 

Depreciation & Amort., Total                            0.9                            1.3                            1.5                            2.1 

Other Amortization                            0.0 - - -

(Gain) Loss From Sale Of Assets                            0.1                            0.0                            0.0                            0.0 

Asset Writedow n & Restructuring Costs - - -                        (0.4)  

(Income) Loss on Equity Invest. - - -                        (0.1)  

Provision & Write-off of Bad debts                            1.2                        (0.2)                         (0.1)                             0.0 

Other Operating Activities                        (0.7)                             0.6                            0.9                        (0.3)  

Change in Acc. Receivable                        (1.8)                         (1.4)                         (2.2)                         (2.1)  

Change In Inventories                        (0.9)                         (5.2)                             0.9                        (9.2)  

Change in Acc. Payable                        (2.8)                             3.4                        (1.6)                             4.9 

Change in Other Net Operating Assets                            1.9                            0.8                            3.4                            1.5 

  Cash from Ops.                            3.2                            8.1                          20.7                          23.5 

Capital Expenditure                        (6.7)                         (5.2)                       (13.8)                       (10.3)  

Sale of Property, Plant, and Equipment                            0.0                            0.0                            0.0                            0.3 

Cash Acquisitions - - - -

Divestitures - - - -

Sale (Purchase) of Intangible assets                        (0.2)                         (0.6)                         (1.5)  -

Invest. in Marketable & Equity Securt. - - -                        (2.9)  

Net (Inc.) Dec. in Loans Originated/Sold - - - -

Other Investing Activities                            0.1 - - -

  Cash from Investing                        (6.8)                         (5.8)                       (15.3)                       (12.9)  

Short Term Debt Issued -                          12.6                            4.5                            8.8 

Long-Term Debt Issued                          17.4 - - -

Total Debt Issued                          17.4                          12.6                            4.5                            8.8 

Short Term Debt Repaid -                      (16.5)                       (11.5)                       (13.3)  

Long-Term Debt Repaid                      (17.2)  - - -

Total Debt Repaid                      (17.2)                       (16.5)                       (11.5)                       (13.3)  

Issuance of Common Stock                            5.9 - - -

Common Dividends Paid -                        (1.8)                         (1.8)                         (1.8)  

Total Dividends Paid -                        (1.8)                         (1.8)                         (1.8)  

Special Dividend Paid - - - -

Other Financing Activities                            4.2                        (2.2)                             3.3                        (2.2)  

  Cash from Financing                          10.4                        (7.9)                         (5.6)                         (8.4)  

  Net Change in Cash                            6.8                        (5.6)                         (0.2)                             2.1 
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Disclaimer 

This report has been prepared by Viriathus Holdings LLC, Viriathus Research LLC Series (“Viriathus Research”) based upon 

information provided by the Company.  Viriathus Research has not independently verified such information and cannot guarantee 

the total accuracy of the information in this report.  Viriathus Research has issued this report in connection with Viriathus Capital 

LLC Series’ (“Viriathus Capital”) OTCQX Advisory service for the Company for which Viriathus Capital will be compensated 

US$100,000.00 annually. This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen 

or resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use 

would be contrary to law or regulation or which would subject Viriathus Research, its subsidiaries, or its affiliates (“Viriathus”) to 

any registration or licensing requirement within such jurisdiction.  Some of the information in this report relates to future events or 

future business and financial performance.  Such statements constitute forward-looking information within the meaning of the 
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