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Submission of Financial Statements  
   

We are including in this Current Report on Form 6-K our unaudited consolidated financial statements for the three months and nine 
months ended September 30, 2008 and 2009 and as of December 31, 2008 and September 30, 2009 as Exhibit 99.1.  
   

Sales . Sales increased 40.1% to $47.8 million in the nine months ended September 30, 2009 from $34.1 million in the nine month 
ended September 30, 2008.  Our sales in the nine months ended September 30, 2009 comprised sales of Healive, Bilive, Anflu, Panflu and 
Panflu.1. The total number of doses sold increased from 6.0 million in the nine months ended September 30, 2008 to 10.8 million in the nine 
months ended September 30, 2009. Sales growth in the nine months ended September 30, 2009 was mainly attributed to (i) increased sales of 
Healive driven by the entry into the public market and fulfillment of the purchase order of Ministry of Health, or MOH, as part of MOH’s 
vaccination campaign, (ii) significantly increased sales of Anflu due to swine flu break out in current year which stimulates the demand of the 
seasonal flu vaccines, (iii) increased sales of Bilive due to a successful marketing campaign, and (iv) commencement of sales of Panflu and 
Panflu.1.  

   
Cost of Sales. Cost of sales increased 67.0% to $8.9 million in the nine months ended September 30, 2009 from $5.3 million in the 

nine month ended September 30, 2008.  
   
Gross Profit . Gross profit increased 35.1% to $38.9 million in the nine months ended September 30, 2009 from $28.8 million in the 

nine month ended September 30, 2008. Gross profit margin was decreased to 81.4% in the nine months ended September 30, 2009 from 84.4% 
in the nine months ended September 30, 2008. The gross margin was adversely affected by the lower selling price of Healive vaccine delivered 
to the Ministry of Health, of which approximately 2.3 million doses were delivered in the first nine months of 2009 and favorably impacted by 
the utilization of the Anflu production line to produce Panflu and Panflu.1 and expanded production volume of Bilive.  

   
Operating Expenses . Total operating expenses for the nine months ended September 30, 2009 were $15.2 million, compared to $16.3 

million in the nine months ended September 30, 2008.  
   
Selling, General and Administrative Expenses. Selling, general and administrative expenses, or SG&A expenses, decreased 11.0% to 

$11.9 million in the nine months ended September 30, 2009 from $13.4 million in the nine months ended September 30, 2008, primarily due to 
economic scale associated with the significant growth of sales.  SG&A expenses as a percentage of sales decreased to 25.0% in the nine months 
ended September 30, 2009 from 39.3% in the nine months ended September 30, 2008. The lower SG&A expenses as a percentage of sales 
resulted primarily from the increased economies of scale associated with the significant growth of sales and the higher portion of Healive sold 
to the government.  

   
Research and Development Expenses . Research and development expenses increased by 14.3% to $2.8 million in the nine months 

ended September 30, 2009 from $2.4 million in the nine months end September 30, 2008, primarily representing amounts spent to complete the 
clinical trial for the H1N1 influenza virus and to research and develop the EV 71 vaccine, pneumococcal conjugated vaccine and universal 
pandemic influenza vaccine.  

   
Operating Income. Operating income increased 90.3 % to $23.7 million in the nine months ended September 30, 2009 from $12.5 

million in the nine months ended September 30, 2008.  
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Interest and Financing Expenses. Interest and financing expenses decreased by 23.6 % to $571,349 in the nine months ended 

September 30, 2009 from $747,496 in the nine months ended September 30, 2008, mainly resulting from lower average effective interest rate.  
   
Income Taxes . We incurred an income tax expense of $6.4 million in the nine months ended September 30, 2009 compared to $3.2 

million in the nine months ended September 30, 2008.  
   
Net Income . Net income increased to $17.0 million in the nine months ended September 30, 2009 from a net income of $8.5 million 

in the nine months ended September 30, 2008.  
   
Net Income Attributable to the Stockholders . Net income attributable to the stockholders increased to $11.1 million, or $0.26 per 

diluted share, in the nine months ended September 30, 2009, from net income attributable to the stockholders of $5.6 million, or $0.13 per 
diluted share, in the nine months ended September 30, 2008.  

   
As of September 30, 2009, our cash and cash equivalents totaled $46.6 million, compared to $32.9 million as of December 31, 2008. 

The increase in cash and cash equivalents primarily reflects an advance payment received for a vaccine-stockpiling program.  
   

Recent Accounting Pronouncements  
   

Our unaudited consolidated financial statements have been prepared on the same basis as our audited consolidated financial statements 
included in our annual report on Form 20-F for the year ended December 31, 2008, as amended, other than the amounts in relation to non-
controlling interest, formerly referred to as minority interest, which have been reclassified in accordance with Statements of Financial 
Accounting Standards Statement No. 160, Non-controlling Interests in Consolidated Financial Statements, an amendment of ARB No. 51 
(“SFAS 160”), now codified in Accounting Standards Codification (“ASC”) Subtopic 810-10, Consolidation, which was adopted by us on 
January 1, 2009. SFAS 160 (codified in Subtopic 810-10) must be applied prospectively as of the beginning of the fiscal year in which it is 
initially applied, except for the presentation and disclosure requirements. The presentation and disclosure requirements must be applied 
retrospectively for all periods presented. If we were to adopt SFAS 160 retrospectively, our financial information for the years ended 
December 31, 2006, 2007 and 2008 and as of December 31, 2007 and 2008 would be recast as follows:  

   
Financial statement line items in consolidated balance sheets as of December 31, 2007 and 2008 affected by the retrospective application of 
the presentation and disclosure requirements of SFAS 160 (codified in ASC Subtopic 810-10)  
   

December 31, 2007  
   

   
December 31, 2008  
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Financial statement line item affected  
   Prior to adopting SFAS 160 ($)  

   After adopting SFAS 160 ($)  
   

Minority interest  
   2,897,687 

   —
   

Non-controlling interest  
   —

   2,897,687 
   

Total equity  
   30,003,855 

   32,901,542 
   

Financial statement line item affected  
   Prior to adopting SFAS 160 ($)  

   After adopting SFAS 160 ($)  
   

Minority interest  
   7,185,349 

   —
   

Non-controlling interest  
   —

   7,185,349 
   

Total Equity  
   49,713,775 

   56,899,124 
   



   
Financial statement line items in consolidated statements of operations and comprehensive income (loss) for each of the year ended 
December 31, 2006, 2007 and 2008 affected by the retrospective application of the presentation and disclosure requirements of SFAS 160 
(codified in ASC Subtopic 810-10)  

   
4  

 



   
December 31, 2006  

   

   
December 31, 2007  

   

   
December 31, 2008  
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Financial statement line item affected  
   

Prior to adopting SFAS 160  
($)  

   
After adopting SFAS 160  

($)  
   

                
Minority interest share of (earnings) loss  

   (1,001,279 )  —
   

Net income attributable to non-controlling interest  
   —

   (1,001,279 ) 
                
Cumulative translation adjustment  

   302,490 
   —

   
Comprehensive income (loss)  

   (393,543 )  —
   

Comprehensive income (loss) attributable to stockholders  
   —

   (393,543 ) 
                
Other comprehensive income  

             
- Foreign currency translation adjustment  

   —
   (405,156 ) 

                
Comprehensive income attributable to non-controlling interest  

   —
   293,633 

   
Comprehensive income (loss)  

   —
   (99,910 ) 

Financial statement line item affected  
   

Prior to adopting SFAS 160  
($)  

   
After adopting SFAS 160  

($)  
   

Minority interest share of (earnings) loss  
   (3,562,501 )  —

   
Net income attributable to non-controlling interest  

   —
   (3,562,501 ) 

                
Cumulative translation adjustment  

   1,310,985 
   —

   
Comprehensive income  

   8,961,391 
   —

   
Comprehensive income attributable to stockholders  

   —
   8,961,391 

   
                
Other comprehensive income  

             
- Foreign currency translation adjustment  

   —
   (1,416,415 ) 

                
Comprehensive income attributable to non-controlling interest  

   —
   835,101 

   
Comprehensive income  

   —
   9,796,492 

   

Financial statement line item affected  
   

Prior to adopting SFAS 160  
($)  

   
After adopting SFAS 160  

($)  
   

Minority interest share of (earnings) loss  
   (4,205,407 )  —

   
Net income attributable to non-controlling interest  

   —
   (4,205,407 ) 

                
Cumulative translation adjustment  

   2,186,769 
   —

   
Comprehensive income  

   10,196,992 
   —

   
Comprehensive income attributable to stockholders  

   —
   10,196,992 

   
                
Other comprehensive income  

             
- Foreign currency translation adjustment  

   —
   2,269,024 

   
                
Comprehensive income attributable to non-controlling interest  

   —
   4,287,662 

   
Comprehensive income  

   —
   14,484,654 

   



   
SIGNATURE  

   
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by 

the undersigned, thereunto duly authorized.  
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SINOVAC BIOTECH LTD.  

      
      
   

By:        /s/ Weidong Yin  
   

Name: Weidong Yin  
   

Title: Chairman and Chief Executive Officer  
      
      
Date: November 18, 2009  
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SINOVAC BIOTECH LTD.  
   
Consolidated Balance Sheets  
(Unaudited)  
(Expressed in U.S. Dollars)  
   

The accompanying notes are an integral part of these consolidated financial statements.  

      September 30,  
   December 31,  

   
      2009  

   2008  
   

                
ASSETS  

             
                
Current assets  

             
Cash and cash equivalents  

   $ 46,579,789 
   $ 32,894,102 

   
Accounts receivable – net (notes 3 and 8)  

   36,917,624 
   19,486,596 

   
Inventories (note 4)  

   13,541,462 
   6,486,351 

   
Income tax refundable  

   —
   348,018 

   
Prepaid expenses and deposits (note 10(b))  

   877,260 
   933,297 

   
Deferred tax assets  

   678,620 
   1,189,831 

   
                
Total current assets  

   98,594,755 
   61,338,195 

   
                
Property, plant and equipment (notes 6 and 8)  

   21,426,879 
   19,262,099 

   
Long term inventories (note 5)  

   3,110,828 
   942,514 

   
Deferred tax asset  

   532,854 
   569,937 

   
Licenses and permits (notes 7 and 8)  

   794,567 
   1,090,477 

   
Total assets  

   $ 124,459,883 
   $ 83,203,222 

   
                
LIABILITIES AND STOCKHOLDERS ’  EQUITY  

             
                
Current liabilities  

             
Loans payable (note 8)  

   $ 21,937,522 
   $ 8,024,277 

   
Accounts payable and accrued liabilities (note 11)  

   14,301,303 
   11,909,037 

   
Income tax payable (note 12)  

   2,962,831 
   —

   
Due to related parties (note 10(a))  

   46,971 
   46,971 

   
Dividends payable to non-controlling shareholder of Sinovac Beijing  

   115,957 
   115,677 

   
Deferred tax liability (note 12)  

   768,876 
   —

   
Deferred research grants (note 15)  

   1,051,099 
   1,182,703 

   
Total current liabilities  

   41,184,559 
   21,278,665 

   
                
Deferred government grants (note 15)  

   2,690,382 
   2,836,994 

   
Loan payable (note 8)  

   —
   2,188,439 

   
Deferred revenue (note 16)  

   9,798,760 
   —

   
                
Long-term debt  

   12,489,142 
   5,025,433 

   
                
Total liabilities  

   53,673,701 
   26,304,098 

   
                
Commitments and contingencies (notes 6, 10(b), 12 and 19)  

             
                
STOCKHOLDERS’  EQUITY  

             
                
Preferred stock  

   —
   —

   
Authorized 50,000,000 shares at par value of $0.001 each Issued and outstanding: nil  

             
Common stock (note 13)  

   42,584 
   42,894 

   
Authorized: 100,000,000 shares at par value of $0.001 each Issued and outstanding: 42,583,761

(2008– 42,893,928)  
             

Additional paid in capital  
   42,299,500 

   41,629,506 
   

Accumulated other comprehensive income  
   4,218,717 

   4,143,225 
   

Dedicated reserves  
   5,549,684 

   5,549,684 
   

Retained earnings (accumulated deficit)  
   9,407,160 

   (1,651,534 )  
                
Total stockholders’  equity  

   61,517,645 
   49,713,775 

   
Non-controlling interest (note 9)  

   9,268,537 
   7,185,349 

   
Total equity  

   70,786,182 
   56,899,124 

   
Total liabilities and equity  

   $ 124,459,883 
   $ 83,203,222 

   



   

 



   
SINOVAC BIOTECH LTD.  
Consolidated Statement of Changes  in Stockholders’ Equity  
September 30, 2009  
(Unaudited)  
(Expressed in U.S. Dollars)    
   

   
The accompanying notes are an integral part of these consolidated financial statements.  

   

 

                        Accumulated  
         Retained  

                     
                  Additional  

   other  
         earnings  

   Total  
   Non-  

         
      Common stock  

   paid in  
   comprehensive 

   Dedicated  
   (accumulated  

   stockholders’   
   controlling  

   Total  
   

      Shares  
   Amount  

   capital  
   income  

   reserves  
   deficit)  

   equity  
   interest  

   equity  
   

Balance, December 31, 2008 
   42,893,928 

   $ 42,894 
   $ 41,629,506 

   $  4,143,225 
   $ 5,549,684 

   $  (1,651,534 ) $  49,713,775 
   $ 7,185,349 

   $ 56,899,124 
   

                                         
Stock-based compensation  

   —
   —

   308,195 
   —

   —
   —

   308,195 
   —

   308,195 
   

                                         
Share buyback (note 13(a))  

   (542,767 ) (542 ) (335,289 ) —
   —

   —
   (335,831 ) —

   (335,831 ) 
                                         
Exercise of stock options  

   232,600 
   232 

   693,053 
   —

   —
   —

   693,285 
   —

   693,285 
   

                                         
Share subscription received 

(note 13(a))  
   —

   —
   4,035 

   —
   —

   —
   4,035 

   —
   4,035 

   
                                         
Other comprehensive income 

                                                
- Other comprehensive 

income attributable to 
NCI  

   —
   —

   —
   —

   —
   —

   —
   15,236 

   15,236 
   

- Other comprehensive 
income attributable to 
stockholders  

   —
   —

   —
   75,492 

   —
   —

   75,492 
   —

   75,492 
   

                                         
Net income for the period  

                                                
- Net income attributable to 

non-controlling interest  
   —

   —
   —

   —
   —

   —
   —

   5,917,215 
   5,917,215 

   
- Net income attributable to 

stockholders  
   —

   —
   —

   —
   —

   11,058,694 
   11,058,694 

        11,058,694 
   

                                         
Dividend to non-controlling 

interest  
   —

   —
   —

   —
   —

   —
   —

   (3,849,263 ) (3,849,263 ) 
Balance September 30, 

2009  
   42,583,761 

   $ 42,584 
   $ 42,299,500 

   $  4,218,717 
   $ 5,549,684 

   $  9,407,160 
   $  61,517,645 

   $ 9,268,537 
   $ 70,786,182 

   



   
SINOVAC BIOTECH LTD.  
Consolidated Statements of Income and Comprehensive Income  
Three Months and Nine Months Ended September 30, 2009 and 2008  
(Unaudited)  
(Expressed in U.S. Dollars)  
   

   
The accompanying notes are an integral part of these consolidated financial statements.  
   

 

      
Three months ended  

September 30  
   

Nine months ended  
September 30  

   
      2009  

   2008  
   2009  

   2008  
   

                          
Sales  

   $ 21,224,685 
   $ 8,753,671 

   $ 47,809,111 
   $ 34,137,101 

   
                          
Cost of sales - (exclusive of depreciation of land-use rights 

and amortization of licenses and permits of $104,732 (2008 
- $102,742) for three months and $314,081 (2008-$202,575) 
for nine months  

   3,675,695 
   1,658,862 

   8,886,251 
   5,320,667 

   
                          
Gross profit  

   17,548,990 
   7,094,809 

   38,922,860 
   28,816,434 

   
Selling, general and administrative expenses (notes 10 and 

14)  
   3,519,977 

   3,791,916 
   11,927,879 

   13,408,452 
   

                          
Research and development expenses - net of $133,176 

(2008- $16,829) for three months and $261,861 (2008- 
$147,958) for nine months in government research grants  

   1,443,834 
   811,901 

   2,753,009 
   2,408,745 

   
                          
Depreciation of property, plant and equipment and 

amortization of licenses and permits  
   179,962 

   178,404 
   511,835 

   526,117 
   

                          
Total operating expenses  

   5,143,773 
   4,782,221 

   15,192,723 
   16,343,314 

   
                          
Operating income  

   12,405,217 
   2,312,588 

   23,730,137 
   12,473,120 

   
                          
Interest and financing expenses  

   (246,036 )  (189,935 )  (571,349 )  (747,496 ) 
                          
Interest income and other income (expenses) (note 10)  

   77,300 
   58,456 

   243,451 
   (36,685 ) 

                          
Income before income taxes and non-controlling interest  

   12,236,481 
   2,181,109 

   23,402,239 
   11,688,939 

   
                          
Income taxes recovery (expense)  

                       
- Current  

   (3,230,985 )  (1,005,174 )  (5,026,902 )  (4,229,613 ) 
- Deferred  

   (551,478 )  94,028 
   (1,399,428 )  991,461 

   
                          
Consolidated net income for the period  

   8,454,018 
   1,269,963 

   16,975,909 
   8,450,787 

   
                          
Less: net income attributable to non-controlling interest  

   (3,228,659 )  (530,084 )  (5,917,215 )  (2,814,703 ) 
Net income attributable to the stockholders  

   $ 5,225,359 
   $ 739,879 

   $ 11,058,694 
   $ 5,636,084 

   
Net income for the period  

   $ 8,454,018 
   1,269,963 

   16,975,909 
   8,450,787 

   
Other comprehensive income  

                       
Foreign currency translation adjustment  

   64,108 
   33,637 

   90,728 
   2,358,956 

   
Total comprehensive income  

   8,518,126 
   1,303,600 

   17,066,637 
   10,809,743 

   
Less: comprehensive income attributable to non-

controlling interest  
   3,229,599 

   522,960 
   5,932,451 

   2,889,658 
   

Comprehensive income attributable to stockholders  
   $ 5,288,527 

   $ 780,640 
   $ 11,134,186 

   $ 7,920,085 
   

Earnings per share – basic and diluted  
   $ 0.12 

   $ 0.02 
   $ 0.26 

   $ 0.13 
   

Weighted average number of shares of common stock 
outstanding  

                       
- Basic  

   42,428,755 
   42,873,511 

   42,574,921 
   42,299,187 

   
- Diluted  

   43,631,572 
   43,142,788 

   42,758,104 
   42,638,584 

   



   
SINOVAC BIOTECH LTD.  
Consolidated Statements of Cash Flows  
Three Months and Nine Months Ended September 30, 2009 and 2008  
(Unaudited)  
(Expressed in U.S. Dollars)  
   

   
The accompanying notes are an integral part of these consolidated financial statements.  
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      Three Months ended September 30  
   Nine Months ended September 30  

   
      2009  

   2008  
   2009  

   2008  
   

Cash flows from (used in) operating activities  
                       

Net Income for the period  
   $ 8,454,018 

   $ 1,269,963 
   $ 16,975,909 

   $ 8,450,787 
   

Adjustments to reconcile net income to net cash used by 
operating activities:  

                       
- deferred income taxes  

   551,478 
   (94,028 )  1,399,428 

   (991,461 ) 
- loss (income) on disposal fixed assets  

   641 
   2,249 

   (6,708 )  2,249 
   

- stock-based compensation  
   180,152 

   16,635 
   308,195 

   49,907 
   

- provision for doubtful debts  
   (1,595,787 )  408,289 

   717,137 
   1,968,207 

   
- depreciation of property, plant and equipment, and 

amortization of licenses  
   529,957 

   517,751 
   1,394,064 

   1,298,314 
   

- research and development expenditures qualified for 
government grant  

   (133,176 )  (16,829 )  (261,861 )  (147,677 ) 
Change in other assets and liabilities  

                       
- accounts receivable  

   (3,545,198 )  4,718,247 
   (18,088,750 )  (8,650,832 ) 

- inventories  
   (4,063,146 )  (1,620,126 )  (9,198,785 )  (3,934,756 ) 

- income tax refundable (payable)  
   3,482,345 

   —
   3,309,317 

   —
   

- prepaid expenses and deposits  
   (197,728 )  273,079 

   58,098 
   188,789 

   
- advance from stockpiling program  

   147,160 
   —

   9,791,728 
   —

   
- accounts payable and accrued liabilities  

   3,646,229 
   (2,168,844 )  2,362,439 

   1,973,562 
   

Net cash provided by operating activities  
   7,456,945 

   3,306,386 
   8,760,211 

   207,089 
   

                          
Cash flows from (used in) financing activities  

                       
Loan proceeds  

   —
   (3,572,010 )  16,074,281 

   —
   

Loan repayment  
   (4,384,356 )  2,143,206 

   (4,384,356 )  (3,572,010 ) 
Proceeds from issuance of common stock  

   693,285 
   —

   693,285 
   2,143,206 

   
Repurchase of common shares  

   —
   —

   (335,831 )  9,854,560 
   

Loan repayment from non-controlling shareholder of 
Sinovac Beijing  

   1,461,298 
   —

   —
   —

   
Proceeds from shares subscribed  

   4,035 
   20,060 

   4,035 
   20,060 

   
Dividends paid to non-controlling shareholder of Sinovac 

Beijing  
   (3,846,501 )  —

   (3,846,501 )  (2,947,877 ) 
Government grant received  

   171,326 
   143,626 

   171,326 
   214,321 

   
Net cash provided by (used in) financing activities  

   (5,900,913 )  (1,265,118 )  8,376,239 
   5,712,260 

   
                          
Cash flows from (used in) investing activities  

                       
Restricted cash  

   —
   434,196 

   —
   (725 ) 

Acquisition of property, plant and equipment  
   (1,718,443 )  (1,046,849 )  (3,480,444 )  (3,283,424 ) 

Net cash used in investing activities  
   (1,718,443 )  (612,653 )  (3,480,444 )  (3,284,149 ) 

                          
Exchange effect on cash and equivalents  

   37,748 
   303,614 

   29,681 
   845,803 

   
Increase (decrease) in cash and cash equivalents  

   (124,663 )  1,732,229 
   13,685,687 

   3,481,003 
   

                          
Cash and cash equivalents, beginning of period  

   46,704,452 
   18,820,271 

   32,894,102 
   17,071,497 

   
                          
Cash and cash equivalents, end of period  

   $ 46,579,789 
   $ 20,552,500 

   $ 46,579,789 
   $ 20,552,500 

   
                          
Cash paid for interest, net of interest capitalized  

   $ 285,423 
   $ 150,657 

   $ 615,691 
   $ 456,665 

   
Cash paid (received) for income taxes  

   $ (251,359 )  $ 1,502,166 
   $ 1,717,585 

   $ 2,812,129 
   



   
SINOVAC BIOTECH LTD.  
Notes to Consolidated Financial Statements  
   
Three Months and Nine Months Ended September 30 , 2009  
(Unaudited)  
(Expressed in U.S. Dollars)  
   
1.                                       Basis of Presentation  
   

These consolidated financial statements are those of Sinovac Biotech Ltd., formerly Net-Force Systems Inc., (“parent company”), its 
100% owned subsidiaries Tangshan Yian Bioengineering Co., Ltd. (“Tangshan Yian”) and Sinovac Biotech (Hong Kong) Ltd . , and a 
subsidiary, Sinovac Biotech Co. Ltd.(“Sinovac Beijing”), which is 71.56% owned by Sinovac Biotech (Hong Kong) Ltd. Collectively, 
they are referred to as “the Company”  
   
The accompanying unaudited interim consolidated financial statements have been prepared by management in accordance with U.S. 
generally accepted accounting principles for interim financial information.   Accordingly, they do not include all of the information 
and footnotes required by generally accepted accounting principles for annual financial statements.  They should be read in 
conjunction with the financial statements and related footnotes for the Company’s most recently completed year ended December 31, 
200 8 .  Except as otherwise noted, th ese unaudited interim consolidated financial statements are prepared applying the same 
accounting policies used in the annual consolidated financial statements.  In the opinion of management, all adjustments (consisting of 
normal recurring accruals) considered necessary for a fair presentation have been included.  
   
These interim results are not necessarily indicative of the results for other periods or for the year as a whole.  The Company does not 
earn its revenue evenly throughout the year, although expenses, with the exception of certain sales expenses, are relatively constant 
from period to period.  Vaccine sales have historically been lower in the first quarter because of Chinese New Year’s celebrations.  
Vaccine sales are relatively higher in the fourth quarter, since this coincides with vaccination programs for children returning to school 
and with annual purchase planning by customers.  

   

 



   
SINOVAC BIOTECH LTD.  
Notes to Consolidated Financial Statements  
   
Three Months and Nine Months Ended September 30, 2009  
(Unaudited)  
(Expressed in U.S. Dollars)  
   
2.                                       Accounting Policy Changes and New Accounting Pronouncement  
   

(a)                     Recently adopted accounting policies  
   

Effective July 1, 2009, the Company adopted the Financial Accounting Standards Board (“FASB”) Accounting Standards 
Codification (“ASC”) 105-10, “Generally Accepted Accounting Principles.” ASC 105-10 establishes the FASB Accounting Standards 
Codification™ (“Codification”) as the source of authoritative accounting principles recognized by the FASB to be applied by non-
governmental entities in the preparation of financial statements in conformity with GAAP for SEC registrants. All guidance contained 
in the Codification carries an equal level of authority. The Codification supersedes all existing non-SEC accounting and reporting 
standards. The FASB will now issue new standards in the form of Accounting Standards Updates (“ASUs”). The FASB will not 
consider ASUs as authoritative in their own right. ASUs will serve only to update the Codification, provide background information 
about the guidance and provide the bases for conclusions on the changes in the Codification. References made to FASB guidance have 
been updated for the Codification throughout this document.  
   
Effective January 1, 2009, the Company adopted guidance issued by the FASB, which is included in the Codification in ASC 805, 
Business Combinations. Under ASC 805, an acquiring entity is required to recognize all the assets acquired and liabilities assumed in 
a transaction at the acquisition-date fair value with limited exceptions. The Company has adopted this standard but the impact on 
accounting for business combinations will be dependent upon future acquisitions.  
   
Effective April 1, 2009, the Company adopted guidance issued by the FASB that relates to accounting for assets acquired and 
liabilities assumed in a business combination that arise from contingencies, which is included in the Codification in ASC 805-10. The 
guidance amended and clarified the initial recognition and measurement, subsequent measurement and accounting, and related 
disclosures arising from contingencies in a business combination. ASC 805-10 applies to all assets acquired and liabilities assumed in 
a business combination that arise from contingencies that would be within the scope of FAS No. 5 if not acquired or assumed in a 
business combination, except for assets or liabilities arising from contingencies that are subject to specific guidance in ASC 805. We 
have adopted this standard but the impact on accounting for business combinations will be dependent upon future acquisitions.  
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SINOVAC BIOTECH LTD.  
Notes to Consolidated Financial Statements  
   
Three Months and Nine Months Ended September 30, 2009  
(Unaudited)  
(Expressed in U.S. Dollars)  
   
2                                          Accounting Policy Changes and New Accounting Pronouncement (continued)  

   
Effective January 1, 2009, the Company adopted guidance issued by the FASB that relates to the presentation and accounting for non-
controlling interests, which is included in the Codification in ASC 810-10, Consolidation. As a result of adoption the following 
retroactive adjustment was made: non-controlling interest balance of $ 7,185,349 as of December 31, 2008 was previously presented 
as minority interest of $7,185,349 and was transferred to a separate component of equity on adoption. Also, non-controlling interest 
has been presented as a reconciling item in the consolidated statements of changes in stockholders’ equity, and the consolidated 
statements of income and comprehensive income. Consolidated net income was retrospectively presented inclusive of amounts 
attributed to both the parent company and the non-controlling interest for all periods. Consolidated comprehensive income was 
retrospectively adjusted to include the comprehensive income attributed to the parent company and the comprehensive income 
attributed to the non-controlling interest for all periods.  
   
Effective January 1, 2009, the Company adopted guidance issued by the Emerging Issues Task Force (“EITF”), which is included in 
the Codification in ASC 808, Accounting for Collaborative Arrangements. ASC 808 requires collaborators to present the results of 
activities for which they act as the principal on a gross basis and report any payments received from (made to) other collaborators 
based on other applicable GAAP or, in the absence of other applicable GAAP, based on analogy to authoritative accounting literature 
or a reasonable, rational, and consistently applied accounting policy election. Further, ASC 808 clarified that the determination of 
whether transactions within a collaborative arrangement are part of a vendor-customer (or analogous) relationship subject to Issue 01-
9, Accounting for Consideration Given by a Vendor to a Customer. The adoption of this standard did not have an impact on the 
Company’s consolidated balance sheets, consolidate statements of income and comprehensive income, consolidated statement of 
change in equity and consolidated statements of cash flows.  
   
Effective January 1, 2009, the Company adopted guidance issued by the FASB, which is included in the Codification in ASC 350, 
Determination of the Useful Life of Intangible Assets. ASC 350 amends the factors that should be considered in developing renewal 
or extension assumptions used to determine the useful life of a recognized intangible asset under ASC 350 Goodwill and Other 
Intangible Assets. The intent of the position is to improve the consistency between the useful life of a recognized intangible asset 
under ASC 350 and the period of expected cash flows used to measure the fair value of the intangible asset. The adoption of this 
standard did not have an impact on the Company’s consolidated balance sheets, consolidate statements of income and comprehensive 
income, consolidated statement of change in equity and consolidated statements of cash flows.  
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SINOVAC BIOTECH LTD.  
Notes to Consolidated Financial Statements  
   
Three Months and Nine Months Ended September 30 , 2009  
(Unaudited)  
(Expressed in U.S. Dollars)  
   
2                                          Accounting Policy Changes and New Accounting Pronouncement (continued)  
   

Effective January 1, 2009,  the Company adopted guidance issued by the EITF, which is included in the Codification in ASC 323, 
Equity Method Investment Accounting Considerations, addresses a number of matters associated with the impact of ASC 805 and 
ASC 810 on the accounting for equity method investments including initial recognition and measurement and subsequent 
measurement issues. The adoption of this standard did not have an impact on the Company’s consolidated balance sheets, consolidate 
statements of income and comprehensive income, consolidated statement of change in equity and consolidated statements of cash 
flows.  
   
Effective January 1, 2009, the Company adopted guidance issued by the EITF, which is included in the Codification in ASC 350, 
Accounting for Defensive Intangible Assets. ASC 350 provides guidance for accounting for defensive intangible assets subsequent to 
their acquisition in accordance with ASC 805-10 including the estimated useful life that should be assigned to such assets. The 
company has adopted this standard and the impact on accounting for defensive intangible assets will be dependent upon future 
acquisitions.  
   
Effective June 30, 2009, the Company adopted guidance issued by the FASB and included in ASC 855-10, Subsequent Events, which 
establishes general standards of accounting for and disclosures of events that occur after the balance sheet date but before the financial 
statements are issued or are available to be issued. It requires the disclosure of the date through which an entity has evaluated 
subsequent events (Note 17).  
   
Effective June 30, 2009, the Company adopted guidance issued by the FASB relating to interim disclosures about fair value of 
financial instruments, and included in ASC 825, Financial Instruments. ASC 825 requires public companies to disclosure the fair 
value of its financial instruments whenever it issues summarized financial information for interim reporting periods. The fair values of 
financial instruments are estimated at a special point in time, based on relevant information about financial markets and specific 
financial instruments. As these estimates are subjective in nature, involving uncertainties and matters of significant judgment, they can 
not be determined with precision. Changes in assumptions can significantly affect estimated fair values.  
   
The carrying values of cash and cash equivalents, accounts receivable, due from related parties, short-term loans payable, accounts 
payable and accrued liabilities, due to related parties and dividend payable approximate their fair value because of their short term 
nature. The fair values of long-term loans payable are based on the estimated discounted value of future contractual cash flows. The 
discount rate is estimated using the rates currently offered for debt with similar remaining maturities.  
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Three Months and Nine Months Ended September 30 , 2009  
(Unaudited)  
(Expressed in U.S. Dollars)  
   
2.                                       Accounting Policy Changes and New Accounting Pronouncement (continued)  

   
Effective June 30, 2009, the Company adopted guidance issued by the FASB and included in ASC 320, Recognition and Presentation 
of Other-than-Temporary Impairment. ASC 320 amends the impairment guidance for certain debt securities and will require an 
investor to assess the likelihood of selling the security prior to recovering the cost basis. If the investor is able to meet the criteria to 
assert that it will not have to sell the security before recovery, impairment charges related to non-credit losses would be reflected in 
other comprehensive income. The adoption of this standard did not have an impact on the Company’s consolidated balance sheets; 
consolidate statements of income and comprehensive income, consolidated statement of change in equity and consolidated statements 
of cash flows.  
   
Effective June 30, 2009, the Company adopted guidance issued by the FASB and included in ASC 320, Recognition and Presentation 
of Other-than-Temporary Impairment. ASC 320 amends the impairment guidance for certain debt securities and will require an 
investor to assess the likelihood of selling the security prior to recovering the cost basis. If the investor is able to meet the criteria to 
assert that it will not have to sell the security before recovery, impairment charges related to non-credit losses would be reflected in 
other comprehensive income. The adoption of this standard did not have an impact on the Company’s consolidated balance sheets; 
consolidate statements of income and comprehensive income, consolidated statement of change in equity and consolidated statements 
of cash flows.  
   
Effective June 30, 2009, the Company adopted guidance issued by the FASB and included in ASC 820, Determining Fair Value When 
the Volume and Level of Activity for Asset or Liability have significantly Decreased and Identifying Transactions that are Not 
Orderly. ASC 820 provides additional guidance on fair value measurements in inactive markets. The new approach is designed to 
address whether a market is inactive, and if so, whether a transaction in that market should be considered distressed. The adoption of 
this standard did not have an impact on the Company’s consolidated balance sheets, consolidate statements of income and 
comprehensive income, consolidated statement of change in equity and consolidated statements of cash flows.  
   

(b)                    Recently issued accounting guidance, not adopted as of September 30, 2009  
   

In October 2009, the FASB issued authoritative guidance on multiple-element revenue arrangements, which requires an entity to 
allocate arrangement consideration at the inception of the arrangement to all of its deliverables based on relative selling prices.  The 
guidance eliminates the use of the residual method of allocation and expands the ongoing disclosure requirements.  The guidance is 
effective for the first fiscal year beginning after June 15, 2010, and may be adopted through prospective or retrospective application. 
 Accordingly, the Company is required to adopt this guidance beginning January 1, 2011.  The Company is currently evaluating the 
effect that the adoption of this guidance will have on its consolidated financial statements.  
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(Unaudited)  
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2.                                       Accounting Policy Changes and New Accounting Pronouncement (continued)  
   

In August 2009, the FASB issued authoritative guidance clarifying the measurement of liabilities at fair value.  When a quoted price in 
an active market for the identical liability is not available, the guidance requires that the fair value of a liability be measured using one 
or more of the prescribed valuation techniques.  In addition, the guidance also clarifies that when estimating the fair value of a 
liability, an entity is not required to include a separate input or adjustment to other inputs relating to the existence of a restriction that 
prevents the transfer of the liability.  The guidance also clarifies how the quoted price of a debt security when traded as an asset should 
be considered in estimating the fair value of the issuer’s liability.  The guidance is effective October 1, 2009.  The Company is 
currently evaluating the effect that the adoption of this guidance will have on its consolidated financial statements.  
   
In June 2009, the FASB issued authoritative guidance for determining whether an entity is a variable interest entity (“VIE”) and 
requires an enterprise to perform an analysis to determine whether the enterprise’s variable interest or interests give it a controlling 
financial interest in a VIE.  Under the guidance, an enterprise has a controlling financial interest when it has (i) the power to direct the 
activities of a VIE that most significantly impact the entity’s economic performance, and (ii) the obligation to absorb losses of the 
entity or the right to receive benefits from the entity that could potentially be significant to the VIE.  In addition, the guidance requires 
an enterprise to assess whether it has an implicit financial responsibility to ensure that a VIE operates as designed when determining 
whether it has power to direct the activities of the VIE that most significantly impact the entity’s economic performance.  The 
guidance also requires ongoing assessments of whether an enterprise is the primary beneficiary of a VIE, requires enhanced 
disclosures, and eliminates the scope exclusion for qualifying special-purpose entities.  The guidance is effective for interim and 
annual periods beginning after November 15, 2009.  Accordingly, the Company is required to adopt this guidance beginning 
January 1, 2010.  The Company is currently evaluating the effect that the adoption of this guidance will have on its consolidated 
financial statements.  
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SINOVAC BIOTECH LTD.  
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Three Months and Nine Months Ended September 30 , 2009  
(Unaudited)  
(Expressed in U.S. Dollars)  
   
3.                                       Accounts Receivable  
   

   
As at September 30 , 2009, accounts receivable with a carrying value of $ 8.70 million (December 31, 200 8 - $ 8.7 million) were 
pledged as collateral for outstanding bank loans (see note 8).  
   

4.                                       Inventories  
   

   
5                                          Long term inventories  
   

Long-term inventories represent H5N1 vaccines. The vaccines are for government stockpiling purpose.  
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September 30,  

2009  
   

December 31,  
2008  

   
Trade receivables  

   $ 39,513,122 
   $ 21,561,226 

   
Allowance for doubtful accounts  

   (2,869,028 )  (2,146,166 ) 

      36,644,094 
   19,415,060 

   
Other receivables  

   273,530 
   71,536 

   
Total  

   $ 36,917,624 
   $ 19,486,596 

   

      
September 30,  

2009  
   

December 31,  
2008  

   
Raw materials  

   $ 1,790,132 
   $ 811,576 

   
Work in progress  

   1,796,858 
   1,291,694 

   
Finished goods  

   9,954,472 
   4,383,081 

   
Short term inventories  

   $ 13,541,462 
   $ 6,486,351 

   

      
September 30,  

2009  
   

December 31,  
2008  

   
Work in progress  

   $ 2,142,593 
   $ 868,234 

   
Finished goods  

   968,235 
   74,280 

   
Long term inventories  

   $ 3,110,828 
   $ 942,514 

   



   
SINOVAC BIOTECH LTD.  
Notes to Consolidated Financial Statements  
   
Three Months and Nine Months Ended September 30 , 2009  
(Unaudited)  
(Expressed in U.S. Dollars)  
   
6                                          Property, Plant and Equipment  
   

   

   
As at September 30 , 2009, a land-use right and plant and buildings with a n aggregated net book value of $ 4,734,885 (December 31, 
200 8 - $ 4,911,000) we re pledged as collateral for outstanding bank loans (see note 8).  
   
Depreciation expense for the nine months ended September 30 , 2009 and 200 8 was $ 1,095,721 and $ 1,006,636 , respectively. 
Depreciation expense for the three months ended September 30 , 2009 and 200 8 w as $ 430,488 and $ 418,496, respectively.  
   
Capital expenditure contracted for but not yet incurred at September 30, 2009 is $586,000.  
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      September 30 , 2009  
   

      Cost  
   

Accumulated  
Depreciation  

   
Net book  

Value  
   

Construction in progress  
   $ 823 , 860 

   $ —
   $ 823 , 860 

   
Plant and buildings  

   7,610,670 
   1,655,887 

   5,954,783 
   

Land-use rights  
   1,258,456 

   214,345 
   1,044,111 

   
Machinery and equipment  

   14,047,638 
   4,319,720 

   9,727,918 
   

Motor vehicles  
   658,734 

   310,430 
   348,304 

   
Office equipment and furniture  

   950,727 
   452,600 

   498,127 
   

Leasehold improvement  
   3,435,975 

   406,199 
   3,029,776 

   
Total  

   $ 28, 786,060 
   $ 7,3 59,181 

   $ 21,426,879 
   

      December 31 , 2008  
   

      Cost  
   

Accumulated  
Depreciation  

   
Net book  

Value  
   

Construction in progress  
   $ 2,567,378 

   $ —
   $ 2,567,378 

   
Plant and buildings  

   8,293,709 
   1,455,882 

   6,837,827 
   

Land-use rights  
   1,255,408 

   190,783 
   1,064,625 

   
Machinery and equipment  

   9,957,425 
   3,542,244 

   6,415,181 
   

Motor vehicles  
   604,327 

   285,922 
   318,405 

   
Office equipment and furniture  

   836,827 
   387,454 

   449,373 
   

Leasehold improvements  
   1,898,537 

   289,227 
   1,609,310 

   
Total  

   $ 25,413,611 
   $ 6,151,512 

   $ 19,262,099 
   



   
SINOVAC BIOTECH LTD.  
Notes to Consolidated Financial Statements  
   
Three Months and Nine Months Ended September 30 , 2009  
(Unaudited)  
(Expressed in U.S. Dollars)  
   
7                                          Licenses and Permits  
   

   
(a)                                   As at September 30, 2009, the licenses and permits with a net book value of $794,567 were pledged as collateral for certain 

outstand bank loans (see note 8).  
   
(b)                                  Amortization expenses for the licenses and permits were $ 298,343 and $291,678 for the nine months ended September 30 , 

2009 and 2008, respectively. For the three months ended September 30 , 2009 and 2008 amortization expenses were $99,469 
and $99,255, respectively.  

   
(c)                                   The estimated amortization expenses for the remaining useful lives are as follows:  

   

   
The above amortization expenses forecast are estimates. Actual amounts of amortization expense may differ from estimated 
amounts due to additional intangible asset acquisitions, changes in foreign currency exchange rates, impairment of licenses 
and permits, and other events.  
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September 30  

2009  
   

December 31  
2008  

   
               
Inactive hepatitis A  

   $ 3,089,776 
   $ 3,082,293 

   
Recombinant hepatitis A&B  

   444,301 
   443,225 

   
      3,534,077 

   3,525,518 
   

Less: accumulated amortization  
   (2,739,510 )  (2,435,041 ) 

Net book value  
   $ 794,567 

   $ 1,090,477 
   

2009  
   $ 99,000 

   
2010  

   $ 398,000 
   

2011  
   $ 298,000 

   



   
SINOVAC BIOTECH LTD.  
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Three Months and Nine Months Ended September 30, 2009  
(Unaudited)  
(Expressed in U.S. Dollars)  
   
8                                          Loans Payable  
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      September 30,  
   December 31,  

   
      2009  

   2008  
   

Bank loan (China Merchants Bank): RMB10,000,000, bearing interest at 5.31% per 
year, interest is payable quarterly and the principal is repayable on October 5, 2009. 
The loan is collateralized by a fixed charge on certain accounts receivable with a 
carrying value of not less than $2.9 million and licenses and permits with a carrying 
value of $ 794,567. The loan was repaid subsequent to September 30, 2009 on its 
maturity date.  

   1,462,501 
   1,458,959 

   
                
Bank loan (Bank of Beijing): RMB10,000,000, bearing interest at 5.31% per year, 

interest is payable quarterly and the principal is repayable on December 15, 2009. 
The loan is collateralized by a fixed charge on certain accounts receivable with a 
carrying value of not less than $2.9 million and licenses and permits with a carrying 
value of $794,567.  

   1,462,501 
   1,458,959 

   



   
SINOVAC BIOTECH LTD.  
Notes to Consolidated Financial Statements  
   
Three Months and Nine Months Ended September 30, 2009  
(Unaudited)  
(Expressed in U.S. Dollars)  
   
8.                                       Loans Payable (continued)  
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Bank loan (China Construction Bank): RMB15,000,000, bearing interest at 7.47% per 
year, interest is payable monthly and the principal is due on July 23, 2009. The loan 
is collateralized by the land-use rights and plant and buildings of Sinovac Beijing, 
with an aggregated net book value of $4,734,885. The loan was repaid on July 20, 
2009.  

   —
   2,188,441 

   
                
Bank loan (China Construction Bank): RMB 10,000,000 bearing interest at the bank’s 

primary lending rate. The interest rate is adjusted every 12 months to the current bank 
primary lending rate; the effective interest rate is 5.67% per year in 2009 and 2008. 
Interest is payable monthly. The loan is due on December 12, 2009 and collateralized 
by the land-use rights and plant and buildings of Sinovac Beijing with an aggregated 
net book value of $4,734,885.  

   1,462,501 
   1,458,959 

   



   
SINOVAC BIOTECH LTD.  
Notes to Consolidated Financial Statements  
   
Three Months and Nine Months Ended September 30, 2009  
(Unaudited)  
(Expressed in U.S. Dollars)  
   
8.                                       Loans Payable (continued)  
   

   
The weighted average effective interest rates were 5.45% and 7.56% for the three months ended September 30, 2009 and 2008; and 
5.86% and 7.50% for the nine months ended September 30 , 2009 and 2008, respectively .  
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Bank loan (China Construction Bank): RMB 10,000,000, bearing interest at 5.58% per 
year, interest is payable monthly and the principal is repayable on November 27, 2009. 
The loan is collateralized by a fixed charge on certain accounts receivable with a 
carrying value of not less than $2.9 million and licenses and permits with an 
aggregated carrying value of $ 794,567.  

   1,462,501 
   1,458,959 

   
                
Bank loan (Bank of Beijing): RMB10,000,000, bearing interest at 5.31% per year, 

interest is payable quarterly and the principal is repayable on June 11, 2010.  
   1,462,501 

   —
   

                
Bank loan (Bank of Beijing): RMB100,000,000, bearing interest at 5.31% per year, 

interest is payable quarterly and the principal is repayable on June 29, 2010  
   14,625,017 

   —
   

Loans payable — current-term  
   $ 21,937,522 

   $ 8,024,277 
   

                
Bank loan (China Construction Bank): RMB 15,000,000, bearing interest at the bank’s 

primary lending rate. The interest rate in 2008 is 7.56% per year and adjusted every 12 
months to current bank primary lending rate. Interest is payable monthly. The loan is 
due on August 25, 2010 and collateralized by the land-use rights and plant and 
buildings of Sinovac Beijing with an aggregated net book value of $4,734,885. The 
loan was repaid on July 20, 2009.  

   —
   2,188,441 

   
Loan payable — long-term  

   $ —
   $ 2,188,439 

   



   
SINOVAC BIOTECH LTD.  
Notes to Consolidated Financial Statements  
   
Three Months and Nine Months Ended September 30, 2009  
(Unaudited)  
(Expressed in U.S. Dollars)  

   
9.                                       Non-controlling interest  
   

Non-controlling interest represents the interest of minority shareholder in Sinovac Beijing based on its proportionate interest in the 
equity of that company adjusted for its proportionate share of income or losses from operations.  In the nine months ended 
September 30 , 2009 and 2008 , the non-controlling interest was 28.44%.  
   

10.                             Related Party Transactions and Balances  
   

Related party transactions and balances not disclosed elsewhere in the consolidated financial statements are as follows:  
   

(a)                                   Unsecured, non-interest bearing and due on demand:  
   

   
(b)                                  The Company entered into the following transactions in the normal course of operations at the exchange amount with related 

parties:  
   

   
In 2004, the Company entered into two operating lease agreements with China Bioway Biotech Group Holding Ltd., a non-
controlling shareholder of Sinovac Beijing, with respect to Sinovac Beijing’s production plant and laboratory in Beijing, 
China for an annual lease payments totaling $204,410 (RMB1,398,680).  The leases commenced on August 12, 2004 and 
have a term of 20 years.  

   
In June 2007, the Company entered into another operating lease agreement with China Bioway Biotech Group Holding Ltd., 
with respect to the expansion of Sinovac Beijing’s production plant in Beijing, China for an annual lease payment of 
$298,614 (RMB 2,043,270). The lease commenced in June 2007 and has a term of 20 years. Included in prepaid expenses 
and deposits as at September 30, 2009, are $276,963 ( RMB 1,895,125 ) (December 31, 2008 - $461,665 (RMB 3,164,345)), 
representing the prepaid rent made to this related party.  
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      September 30,  
   December 31,  

   
      2009  

   2008  
   

Due to a principal shareholder  
   $ 46,971 

   $ 46,971 
   

      September 30,  
   September 30,  

   
      2009  

   2008  
   

Rent paid to China Bioway Biotech Group Holding Ltd., a non-controlling 
shareholder of Sinovac Beijing for nine months  

   $ 377,268 
   $ 307,610 

   



   
SINOVAC BIOTECH LTD.  
Notes to Consolidated Financial Statements  
   
Three Months and Nine Months Ended September 30, 2009  
(Unaudited)  
(Expressed in U.S. Dollars)  

   
10.                                Related Party Transactions (continued)  
   

(c)                                   During the nine months ended September 30, 2009 and 2008, the Company incurred management consulting services and 
director fees of $82,000 and $23,133 respectively, to directors of the Company. Included in accounts payable and accrued 
liabilities is $25,000 owing to these related parties (2008- nil).  

   
During the three months ended September 30, 2009 and 2008, the Company incurred $25,000 and $6,167, respectively. 
Included in accounts payable and accrued liabilities is $25,000 owing to these related parties (2008- nil).  

   
(d)                                  In August 2006, the Company entered into a license agreement with a corporation related to China Bioway Biotech Group 

Holding Ltd. (a non-controlling shareholder of Sinovac Beijing) in respect of the trademark used on the Company’s products 
for nil consideration.  This license agreement is non-exclusive and continues to August 20, 2011.  

   
11.                                Accounts Payable and Accrued Liabilities  
   

Accounts payable and accrued liabilities as at September 30 , 2009 and December 31, 200 8 consisted of the following:  
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      September 30 , 2009  
   December 31, 200 8  

   
Trade payables  

   $ 3,788,325 
   $ 1,370,761 

   
Machinery and equipment payable  

   699,965 
   451,361 

   
Accrued expenses  

   3,655,727 
   3,772,514 

   
Value added tax payable  

   947,884 
   522,959 

   
Other tax payable  

   253,494 
   124,637 

   
Withholding personal income tax  

   1,072,921 
   843,833 

   
Bonus and benefit payables  

   2,604,617 
   4,123,291 

   
Other payables  

   1,278,370 
   699,681 

   
               
Total  

   $ 14,301,303 
   $ 11,909,037 
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(Unaudited)  
(Expressed in U.S. Dollars)  
   
12                                   Income Tax Payable and Deferred Tax Liabilities  
   

As of September 30, 2009, the income tax payable included a withholding tax payable of $365,625 related to transferring 71.56% 
interest of Sinovac Beijing Ltd. to its 100% owned subsidiary Sinovac Biotech (Hong Kong) Ltd., according to the newly enacted tax 
rule of “GuoShuiFa (2009 No. 59) - The Notice on Income Taxes Issues Resulted from Enterprises Reorganization”. The tax liability 
is recorded based on Company’s estimation. The ultimate payment could be higher than the amount accrued because there is some 
uncertainty regarding this amount as the Chinese tax authorities have not provided complete implementation rules.  

   
In accordance with “ GuoShuiFa (2009 No.81) -The Notice of implementation tax treaties and regulations of interest and dividend 
payment”, the Company has accrued a deferred income tax liability of $768,876 in respect of withholding tax expected to be paid 
when current period earnings are distributed by way of a dividend.  

   
13.                                Common Stock  
   

(a)                                  Share Capital  
   
In 2008, the Company issued 63,000 and 13,000 shares of common stock on the exercise of employee stock options with exercise 
price of $1.31 and $2.40 per share respectively, for total proceeds of $113,730, of which $9,170 was received in 2007.  

   
In 2008, the Company received cash proceeds of $39,295 on the exercise of stock options for which the shares were issued in 
July 2008.  
   
In 2008, the Company issued 2,500,000 shares of common stock upon the completion of a private placement at $3.90 per share for 
total proceeds of $9.75 million.  
   
In 2009, the Company repurchased 249,234 shares of common stocks through open-market transactions on NYSE AMEX, at an 
average price of $1.35, for a total consideration of $335,831.  
   
In 2009, the Company canceled 542,767 shares of common stock which were repurchased from open market.  
   
In 2009, the Company issued 232,600 shares of common stock on the exercises of employee stock options with exercise price of $2.40 
to $3.20 per share, for total proceeds of $693,285. In 2009, the Company received further cash proceeds of $4,035 on the exercise of 
stock options for which the shares were issued subsequent to September 30, 2009.  
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14.                                S tock Options  
   

(a)                                   Stock Option Plan  
   

The board of directors approved a stock option plan (the “Plan”) effective November 1, 2003, pursuant to which directors, officers, 
employees and consultants of the Company are eligible to receive grants of options for the Company’s common stock.  The P lan 
expires on November 1, 2023.  A s of September  30, 2009, 713,800 shares of stock under the Plan remained available for issuance 
(December 31, 2008 — 2,405,500). Each stock option entitles its holder to purchase one share of common stock of the Company.  
Options may be granted for a term not exceeding 10 years from the date of grant.  The Plan is administered by the board of directors.  
   
In January 2009, the Company granted 1,708,500 options to directors, officers and certain employees with an exercise price of $1.60, 
being at the quoted market price of the Company’s shares at the time of grant. These options vest in installments from January 20, 
2010 to April 20, 2012 an d expire on January 20, 2014 .  
   
(b)  Valuation Assumptions  
   
The following assumptions were used in determining stock based compensation costs under the Black-Scholes option pricing model :  

   

   
T he expected volatility related to the 2009 grant is based on the Compan y’s historical stock p rices. Computation of expected life was 
estimated after considering the contractual terms of the stock-based award, vesting schedules and expectations of future employee 
behaviour.  The interest rate for period within the contractual life of the award is based on the U.S. Treasury yield in effect at the time 
of grant.  

   
23  

 

      2009  
   2008  

   
Expected volatility  

   75.80 %  —
   

Risk-free interest rate  
   1.38 %  —

   
Expected life (years)  

   2.26 
   —

   
Dividend yield  

   Nil 
   —

   
Weighted average fair value of options granted  

   $ 0.70 
   —
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14.                                S tock Options (continued)  
   
(c)                               Stock-Based Award Activity  
   

A summary of the Company’s stock options activities is presented below:  
   

   

   
Aggregate intrinsic value of the Company’s stock options is calculated as the difference between the exercise price of the options and 
the quoted price of the common shares that were in-the-money.  The aggregate intrinsic value of the Company’s stock options 
exercised under the Plan was $1,539,669 and $ 76,270 , for the nine months ended September 30 , 2009 and 200 8 , determined as of 
the date of option exercise.  
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Weighted  
Average  

   
Aggregated  

Intrinsic  
   

      Number  
   Exercise Price  

   Value  
   

                    
Options outstanding at December 31, 2007  

   800,800 
   $ 1.99 

        
Exercised  

   (88,900 )  1.50 
        

Expired  
   (386,000 )  1.31 

        
                    
Options outstanding at December 31, 2008  

   325,900 
   2.93 

        
Granted  

   1,708,500 
   1.60 

        
Exercised  

   (232,600 )  2.98 
        

Forfeited  
   (15,000 )  1.60 

        
Expired  

   (1,800 )  3.36 
        

Options outstanding and vested or expected to vest as at September 30, 
2009  

   1,785,000 
   $ 1.66 

   $ 11,831,145 
   

                    
Exercisable at September 30, 2009  

   88,500 
   $ 2.81 

   $ 484,830 
   

Options Outstanding  
   Options Exercisable  

   
            Weighted  

               Weighted  
         

            Average  
   Weighted  

         Average  
   Weighted  

   
Range of  

         Remaining  
   Average  

         Remaining  
   Average  

   
Exercise  

   Number  
   Contractual  

   Exercise  
   Number  

   Contractual  
   Exercise  

   
Prices  

   Outstanding  
   Life  

   Price  
   Exercisable  

   Life  
   Price  

   
                                    

$1.01 - $2.00  
   1,693,500 

   4.25 
   $ 1.60 

   —
   —

   —
   

$2.0 1 - $3.00  
   61,500 

   1.85 
   $ 2.62 

   58,500 
   1.83 

   $ 2. 61 
   

$3.01 - $4.00  
   30,000 

   1.08 
   $ 3.20 

   30,000 
   1.08 

   $ 3.20 
   

      1,785,000 
   4.11 

   $ 1.66 
   88,500 

   1.58 
   $ 2.81 
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14.                                S tock Options (continued)  
   

As at September 30 , 2009, there was $ 901,428 of unrecognized compensation cost related to non-vested share-based compensation 
arrangements granted under the Plan.  That cost is expected to be recognized over a period of 51 months.  Stock-based compensation, 
included in general and administrative expenses for the nine- month period s ended September  30, 2009 and 200 8 w ere $ 308,195 
and $ 49,907 , respectively, and for the three - month period s ended September  30, 2009 and 200 8 w ere $ 180,152 and $ 16,636, 
respectively. The estimated fair value of stock options vested during the nine month periods ended September 30 , 2009 and 200 8 w 
ere $ 20,695 and $ 76,295 respectively.  
   

15.                                Deferred Government Grants  
   

Deferred government grants (current) represent research and development grants received, net of research and development 
expenditure incurred. The Company received $171,326 government grant for the nine months ended September 30 , 2009, ( 2008-
$214,321 ) for research and development expenses .  
   
Deferred government grants (non-current) of $2,690,382, ( December 31 , 200 8 — $2, 836 , 994) represent the unamortized balance 
that the Company received in 200 7 for construction of a pandemic influenza vaccine production facility.  The condition of receiving 
the production facility grant requires the Company to spend an equal amount of the grant received on the pandemic influenza 
production facility and the entire facility is required to manufacture pandemic influenza vaccines at any given moment by the Chinese 
government.  As of September 30 , 2009 , the Company has incurred $6,504,756 on the influenza production facility, which is 
presented in property, plant and equipment on the consolidated balance sheets.  
   

16.                                Deferred Revenue  
   

Deferred revenue included $9,652,510 received from the Chinese government for stockpiling of H5N1 vaccines. Sales revenue is 
recognized when persuasive evidence of an arrangement exists, the price is fixed and determinable, delivery has occurred and there is 
a reasonable assurance of collection of the sales proceeds.  The Company generally obtains purchase authorizations from its customers 
for a specified amount of products at a specified price and considers delivery to have occurred when the customer takes possession of 
the products. The portion of deferred revenue relating to the products upon expiration is recognized as revenue on product expiry date. 
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17.                                Earnings per Share  
   

Earnings per share (“EPS”) are calculated in accordance with FASB guidance now codified as ASC 260, Earnings Per Share. Basic 
EPS is based upon the weighted average number of common shares outstanding. Diluted EPS is based on the assumption that all 
dilutive stock options were exercised. Dilution is computed by applying the treasury stock method. Under this method, options are 
assumed to be exercised at the beginning of the period, and as if funds obtained thereby were used to purchase common stock at the 
average market price during the period.  
   
The computations of basic and diluted EPS for the nine and three months ended September 30, 2009 and 2008 are as follows:  
   

   
For the nine months ended September 30, 2009 and 2008, diluted weighted average number of shares outstanding included the dilutive 
effect of stock options of 183,183  and 339,397, respectively, and excluded the anti-dilutive effect of stock options of nil and 1,385, 
respectively. For the three months ended September 30, 2009 and 2008, diluted weighted average number of shares outstanding 
included the dilutive effect of stock options of 1,202,817 and 269,277, respectively, and there was no anti-dilutive effect of stock 
options.  
   

18.                                S egmented Information  
   

The Company operates exclusively in the biotech sector.  The Company’s business is considered as operating in one segment based 
upon the Company’s organizational structure, the way in which the operation is managed and evaluated, the availability of separate 
financial results and materiality considerations.  All revenues are generated in China.  The Company’s assets are all located in China.  
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Three months ended  

September 30  
   

Nine months ended  
September 30  

   
      2009  

   2008  
   2009  

   2008  
   

                          
Net Income  

   $ 5,225,359 
   $ 739,879 

   $ 11,058,694 
   $ 5,636,084 

   
                          
Basic weighted average common share outstanding  

   42,428,755 
   42,873,511 

   42,574,921 
   42,299,187 

   
                          
Dilutive effect of stock options  

   1,202,817 
   269,277 

   183,183 
   339,397 

   
Diluted weighted average common share outstanding  

   43,631,572 
   43,142,788 

   42,758,104 
   42,638,584 

   
                          
Earnings per share - basic and diluted  

   0.12 
   0.02 

   0.26 
   0.13 
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19.                                  Collaboration Agreement  
   

On March 12, 2009, the Company entered into a Technology Transfer Agreement with a non-related party to develop a pneumococcal 
vaccine. The collaboration term under the Technology Transfer Agreement is from the signing date to 8 years after the first sales of 
the vaccine developed under the Technology Transfer Agreement in Chinese market. Under the term of the Technology Transfer 
Agreement, the Company will make milestone payments of up to $ 3 million and royalty payment based on net sales in Chinese 
market. Both parties will also work together to develop international markets for the products. The Company has made $200,000 
milestone payment pertaining to the Technology Transfer Agreement” as of September 30, 2009.  The payment is recorded as R&D 
expense.  
   
On August 18, 2009, the Company entered into a Patent License Agreement with the National Institutes of Health, hereinafter referred 
to as “PHS”, agency of the United States Public Health Services within the Department of Health and Human Services. PHS grants the 
Company a non-exclusive license to make and use its certain licensed products. PHS also grants the Company the right to use the 
relevant information for development of its licensed products. The Company agrees to pay PHS non-refundable license issue royalty 
of $80,000, non-refundable minimum annual royalty in the amount of $7,500, and earned royalties on net sales from ranging from 
1.5% to 4% depending on the sales territory and the customers. The Company also agrees to pay PHS benchmark royalties upon 
achieving each benchmark as specified in the Patent License Agreement. As of September 30, 2009, $80,000 license issue royalty is 
included in R&D expenses.  
   

20.                                Subsequent Events  
   

In preparing these financial statements, the Company has evaluated events and transactions for potential recognition or disclosure 
through November 15, 2009, the date the financial statement were available to be issued.  
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