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Chairman’s Statement

EREE

DEAR SHAREHOLDERS

On behalf of the board of directors (the
“Board”) of Extrawell Pharmaceutical
Holdings Limited (the “Company”)
together with its subsidiaries (the
“Group”), | am pleased to present

the annual report of the Group for

the year ended 31 March 2017.

HEOIARR -
BAERKRBEEXZZREBR
AA(ALXBDERDHHBE A
AlrEEDEES(ES
SNRAREAEEEZE
—_E—+tH¥=A=+—H
FFEZFR
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Chairman’s Statement (Continued)
FERE @

Economic and political uncertainties continued to weigh on global
growth through 2016. The global economic outlook for 2017 is
complicated by geographical risks and uprising of trade protectionism
and the hastened pace of U.S. interest rates hikes. China’s economic
growth edged up to 6.8% in the fourth quarter of 2016, bringing its
whole year growth to 6.7%, the slowest in 26 years but within the
central government’s target range of 6.5% to 7%. However, both
global trade and China’s economy enter 2017 with decent growth
momentum. Though the central government has trimmed the nation’s
2017 economic growth target to around 6.5%, the national economy
starts a year with steady growth striking 6.9% in the first quarter
exhibiting signs of stabilisation between 6.7% and 6.9% for seven
consecutive quarters.

China’s pharmaceutical industry has experienced tremendous
challenges and changes alongside the ongoing healthcare reforms and
the rebalancing structural economy under the new normal state. The
sustained deepening of the healthcare reform remains a nationwide
focus. New policies and regulations have been persistently rolled out,
aiming to optimise the regulatory regime thereby making the
healthcare system more regulated and complete, whereas the
heightened regulatory requirements, inter alia, stricter standards on
pharmaceutical circulation through the tendering system and
administration in addition to the central government’s tightening
control on medical expenditure, increase pressure on prices of
pharmaceuticals and intensify competition among pharmaceutical
enterprises. The frequent rolling out of new policies and measures by
the central government in deepening the healthcare reform tend to
accelerate the industry consolidation and encourage technological
innovation while reshaping the competitive landscape in the industry.

As China’s pharmaceutical industry also entered into a new normal
state, the industry has witnessed a slower pace of growth. Impacted by
the frequent policy changes and challenging regulatory environment,
the Group'’s sales and product gross margins were impacted amid the
highly competitive landscape. Despite the Group’s manufacturing
segment delivered improved performance, segment profit of its trading
segment declined substantially as its imported products were more
sensitive to the changing market conditions.

The Group's profit for the year attributable to owners of the Company
amounted to about HK$20.8 million as compared to a profit of about
HK$32.8 million of last financial year, representing a decline of about
36.6%.
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Chairman’s Statement (Continued)

FEHRE @

In light of the ever-changing, competitive operating environment in
which the Group’s businesses operate, the Group has been exerting
assiduous efforts in adjusting its marketing strategies, tightening cost
control and reinforcing internal management so as to enhance
operational efficiency while putting additional efforts on developing
quality products by leveraging the facilities of the Group’s GMP factory
in Changchun, with a view to withstanding short-term operating
pressures created by the more stringent regulatory requirements and
new policies, thereby delivering positive results.

While China’s economy will continue to rebalance and the ongoing
evolution of the pharmaceutical market will add challenges to the
Group’s businesses through 2017, the Group believes that China’s
pharmaceutical market will continue to prosper under the Thirteen Five-
Year Plan supported by the central government’'s continuous
commitment to build a moderately prosperous society in all respects. In
November 2016, the Ministry of Industry and Information Technology
of China issued the Pharmaceutical Industry Development Plan
Guidance to support the pharmaceutical industry’s development in the
next five years, aiming to maintain an annual growth rate over 10%.

Notwithstanding that tough market environment would persist and
pose tremendous challenges to the Group in 2017, the Group believes
that these impacts will be manageable with the relentless efforts of the
Group’s dedicated team and positive changes will emerge with the
healthcare reform, ultimately fostering the industry to maintain its
growth in the long term and bringing opportunities to pharmaceutical
enterprises. Further still, as part of the long-term development strategy
of the Group and in addition to the Group's investment in the oral
insulin project, the Group will continue to explore investment
opportunities which will provide impetus and long-term benefits to the
Group, with a view to enhancing the Group’s corporate value.

On behalf of the Board, | would like to express its appreciation to all
those in the Group for their dedicated efforts and contribution to the
Group during the past year, and to the shareholders and business
partners for their continuous support.
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Management Discussion and Analysis

BUSINESS REVIEW

Overall Performance Review

The global economy recovered slowly and grew at 2.5% only in 2016,
which was the year with the lowest growth rate since the financial crisis
began in 2009. Yet despite most countries still facing anemic growth,
China had a good beginning in its Thirteenth Five-Year Plan (2016-2020)
(the “Plan”) with stable growth at 6.7%. The Plan, inter alias, outlines
priorities and targets with the aim of promoting “Healthy China”,
which seeks to enhance the quality and accessibility of healthcare
services for the people while rolling out various measures to reform its
healthcare system. Against this backdrop, the pharmaceutical industry
continued its growth momentum albeit at a slower pace since the
launch of reforms in 2009. And after years of deepening healthcare
reforms, the market is now highly competitive and more consolidated,
causing larger corporations gaining market share of small competitors.

This trend had been accelerating under the frequent reform policies
released in 2016, which affected drugs pricing and usage capacity and
posed significant challenge to the Group. In the year under review,
revenue and gross profit decreased to HK$107.9 million (2016:
HK$142.2 million) and HK$43.9 million (2016: HK$69.3 million)
respectively, representing a decrease of about 24.1% and 36.7% as
compared with that of last financial year. These were mainly the results
of decrease in sales of the imported pharmaceutical products under the
trading segment, in spite of having improvement in performance of the
Group's manufacturing segment.

Operating profit before taxation was about HK$18.9 million (2016:
HK$27.5 million), representing a decrease of about HK$8.6 million or
31.1%, and when excluding the increase in share of loss in an associate
of about HK$1.3 million, the decrease was about HK$7.3 million. Such
decrease was mainly due to the decrease in gross profit of about
HK$25.4 million with corresponding decrease in selling and distribution
expenses of about HK$10.7 million, the respective increases in effective
interest income arising from and loss in fair value changes on
investments in convertible bonds of about HK$9.1 million and HK$9.4
million, decrease in allowance for trade and other receivables in
aggregate of about HK$5.3 million and a gain on disposal of intangible
assets of about HK$2.8 million.

The Group's profit for the year attributable to owners of the Company
was about HK$20.8 million, representing a decrease of about HK$12.0
million when compared to profit of about HK$32.8 million of last
financial year.
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Management Discussion and Analysis (Continued)
SRR SR NC )

REVENUE AND OPERATING RESULTS

Imported Pharmaceutical Sector

In the year under review, the segment was hardest hit as the sales of
Group’s products continued to decline in the second half of the
financial year. Revenue and segment profit decreased to about
HK$63.4 million (2016: HK$99.3 million) and HK$2.7 million (2016:
HK$16.8 million), representing decrease of HK$35.9 million and
HK$14.1 million respectively. Such decrease was primarily due to price
adjustments for most of the Group’s imported products coupled with
the drastic drop of sales quantity in skin treatment drugs.

Although the Group’s imported products were perceived of premium
quality, intensified competition from competing products of local PRC
manufacturers in a price-sensitive market impacted sales and gross
margin. In response to this challenging market environment, management
has focused on streamlining operating efficiency and deploying
resources to strengthen its networks with medical professionals in order
to increase product awareness and recapture the market share in the
long term. Management believes that sales would be back on track
with the continuous marketing efforts and more detailed market
cultivation and would strive for delivering better results.

Manufactured Pharmaceutical Sector

Amid challenging market environment, the performance in the year
under review was a strong start where revenue growth compensated
the sales lost from the closure of JECP's manufacturing plant last year
that accounted for more than one-third of the revenue line. Sustained
with the growth momentum in the first half of the year and bolstered
by increased production, revenue increased to about HK$44.5 million
(2016: HK$42.9 million), representing an increase of HK$1.6 million or
3.7%. This reflected management’'s efforts on expanding new
distribution channels to increase market share with competitive pricing
by leveraging the benefit of lowering manufacturing costs. However,
gross margin decreased slightly by 1.0% as the advantage of increased
production was partly offset by product price reduction in order to
cope with intensified market competition.
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Management Discussion and Analysis (Continued)

REVENUE AND OPERATING RESULTS (continued)

Manufactured Pharmaceutical Sector (Continued)

In addition to the disciplines on enhancing productivity and improving
operating efficiency, management had focused on risk management
measures for creditability of customers with the aim of limiting the
credit exposure. As a result, segment loss reduced from about HK$20.2
million to HK$12.0 million, representing an improvement of HK$8.2
million or 40.4%. Such improvement was mainly due to decrease in
allowance for bad and doubtful debts.

With enhanced production capabilities and assured product quality, the
GMP compliant factory in Jiu Tai, Changchun has established a clear
pathway for sustainable growth in future. From a position of increased
competitiveness, management would continue focusing on enhancing
productivity, operating efficiency and risk management with the aim of
delivering better performance.

Gene Development Sector

During the year, gene development remained inactive and no revenue
was recorded.

Interest in an Associate

The Group regards its 49% equity interest in Smart Ascent Limited
("Smart Ascent”, together with its subsidiaries, the “Smart Ascent
Group”) a potential investment for the Group in light of enormous
market arising from the growing diabetic population in the PRC. The
Group anticipates that the project team of oral insulin will exert
additional efforts in expediting the development of the oral insulin and
keep the project on track. The directors of the Company are of the
view that the success of the oral insulin project could bring impetus to
the Group.

The Group notes that the major asset held by the Smart Ascent Group
is the intangible asset in relation to an in-process research and
development project (“In-process R&D") involving an oral insulin
product (“Product”). In view of the nature of the intangible asset in
relation to the In-process R&D, the Group in making the assessments as
to the recoverable amount of the In-process R&D, has engaged an
independent qualified valuer, Roma Appraisals Limited (“Valuer’) in
conducting a valuation as to the fair value of the interest in the
associate.
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Management Discussion and Analysis (Continued)
SRR SR NC )

REVENUE AND OPERATING RESULTS (continued)

Interest in an Associate (Continued)

The asset-based approach was adopted in the valuation of the fair
value of the Group’s interest in the associate in order to ascertain the
recoverable amount of the In-process R&D, which was determined
based on value in use calculation using cash flow projections prepared
by the management of the Smart Ascent Group. In calculating value in
use, certain key assumptions were adopted, in which the estimated
cash inflows derived from budgeted sales and gross margin were based
on the expectation for the market development, and which included
the regulatory approvals from the relevant government bodies (in
particular, the granting of the certificate of new medicine and
pharmaceutical manufacturing permit for the Product by China Food
and Drug Administration of the PRC) to launch the Product by end of
2019. The recoverable amount of the interest in the associate is
determined based on share of the estimated fair value of the In-process
R&D after taking into account the lack of control discount.

As a minority shareholder of Smart Ascent, in the coordination with
Innovative Pharmaceutical Biotech Limited (“Innovative Pharm”), the
51% shareholder of Smart Ascent, the Group is given to understand
that Innovative Pharm will inject additional resources into clinical trial of
the In-process R&D and consolidate the effort of the project team of
oral insulin in order to facilitate its development, and the assumption to
launch the Product by end of 2019 is the best estimate by the Smart
Ascent Group, having regard to the progress of the In-process R&D.

The directors of the Company having considered, inter alias,
reasonableness of assumptions used for preparation of forecasts and
the valuation conducted by the Valuer, are of the view that the
valuation has been prepared on a fair and reasonable basis. As the
recoverable amount of the Group's interest in the associate is estimated
to be higher than its carrying amount in the valuation and the directors
of the Company, having considered the prevailing market conditions,
do not identify any indication on the carrying amount of interest in the
associate as at 31 March 2017 may need to be impaired, therefore
considered that no impairment is necessary as at 31 March 2017.

The Group will continue to closely coordinate with Innovative Pharm in
actively monitoring the progress of the oral insulin project with a view
to facilitating successful and early launch of the Product to the market.
In addition, the Group will continue to perform impairment assessment
on the carrying amount of the interest in the associate in accordance
with Hong Kong Accounting Standard 36 “Impairment of Assets” if
there is any impairment indication that may need to be impaired.
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Management Discussion and Analysis (Continued)

REVENUE AND OPERATING RESULTS (continued)

Other income and gains and losses, net

Other income and gains and losses, net were in total a gain of about
HK$42.4 million (2016: HK$34.2 million), which increased by about
HK$8.2 million or 24.0%. The increase was primarily attributable to
investments in convertible bonds in which its effective interest income
increased by about HK$9.1 million but levelled off by its increase in loss
on change in fair value of its derivative component of about HK$9.4
million, decrease in allowance for trade and other receivables of about
HK$5.3 million, gain on disposal of intangible assets of about HK$2.8
million.

Selling and Distribution Expenses

Selling and distribution expenses of the Group decreased to about
HK$31.7 million (2016: HK$42.4 million), representing a decrease of
HK$10.7 million or 25.2%. The decrease was the result of decrease in
sales.

Administrative Expenses

Total administrative expenses were about HK$27.2 million (2016:
HK$27.4 million), representing a decrease of about HK$0.2 million.
However, when excluding the one-time expense of about HK$0.9
million for closure costs of JECP’s manufacturing operation as included
in the corresponding year, there was an increase of about HK$0.7
million or 2.6%, which mainly related to higher staff costs following
the increase in headcount and salary adjustments.

OUTLOOK

Against the backdrop of geopolitical uncertainties, the World Bank has
recently released its forecast on global economic growth at 2.7% in
2017. Both global trade and China’s economy show a decent
momentum going into 2017. In light of mounting demands, in
particular, driven by combined factors of accelerated aging population,
growing chronic diseases and improving standard of living in China, the
opportunity from the pharmaceutical market is huge despite the
multiple challenges brought by the deepening healthcare reforms.
Although the industry has undergone unprecedented changes under
the reforms, the prospect is affirmative and expected to grow parallel
during the 5-year period under the Thirteen Five-Year Plan.
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Management Discussion and Analysis (Continued)
SRR SR NC )

To confront with the competitive threats in the context of decline in
revenue and margin squeeze caused by pricing pressure and regulatory
compliance, the Group will deploy resources to reinforce and
strengthen the competitive advantages of its quality products with the
aim of increasing revenue and gaining market share, and at the same
time, the Group will continue to enhance the performance of its
segments through more flexible marketing strategies and tighter cost
controls. Further, the Group will keep a close watch on the investment
opportunities with a view to enhancing its corporate value.

Despite the rising challenges that the Group currently encounters, the
outlook remains cautiously positive. The Group will take the challenges
as an opportunity to adjust its business model and align its capabilities
for sustainable and profitable growth in future.

FINANCIAL REVIEW

Liquidity and Financial Resources

It is the Group’s strategy to manage its financial resources conservatively
by maintaining a healthy level of cash flows to meet all its financial
commitments when they fall due. The Group generally finances its
operations with internally generated cash flow and banking facilities.

As at 31 March 2017, the Group had total cash and bank balances
(including pledged bank deposits) of about HK$238.0 million (2016:
HK$201.1 million), representing an increase by approximately 18.4%.

The Group did not have bank borrowings during the year but had
banking facilities on trade finance, which were supported by the pledge
of the Group’s fixed deposits of about HK$20.2 million (2016: HK$20.1
million) and corporate guarantees from the Company and certain
subsidiaries of the Company. In general, there is no significant
seasonality fluctuation on trade finance requirement of the Group.

The Group’s total borrowing over total assets ratio as at 31 March
2017 was 0.047 (2016: 0.043), calculated based on the Group's total
assets of about HK$1,172.7 million (2016: HK$1,160.9 million) and
total debts of about HK$55.0 million (2016: HK$49.5 million),
comprising convertible bonds of about HK$35.2 million (2016: HK$29.7
million) and amount due to an associate of HK$19.8 million (2016:
HK$19.8 million).
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Management Discussion and Analysis (Continued)

Foreign Exchange Exposure

Save for certain purchases are denominated in Euros, the Group's
business transactions, assets and liabilities are principally denominated
in Hong Kong dollars, United States dollars and Renminbi. The Group
manages the foreign currency exposure by closely monitoring the
foreign currency movements and may purchase foreign currencies at
spot rate, when and where appropriate for meeting its payment
obligation. No hedge on foreign currencies was made during the year
but the Group will use financial instruments for hedging purpose when
considered appropriate.

Employment and Remuneration Policy

As at 31 March 2017, the Group had 238 employees (2016: 220). Staff
costs (including directors’ emoluments) for the year ended 31 March
2017 amounted to approximately HK$26.8 million (2016:
approximately HK$22.6 million), which was mainly due to increase in
headcount and salary adjustments.

The Group remunerates its employees based on industry practices. Its
staff benefits, welfare and statutory contributions, if any, are made in
accordance with prevailing labour laws of its operating entities.

On 24 August 2012, shareholders of the Company had approved the
adoption of a share option scheme (the “Scheme”), which became
effective on 29 August 2012 after obtaining approval from the Listing
Committee of the Stock Exchange and, unless otherwise cancelled or
amended, will remain in force for 10 years from that date.

The Scheme will enable the Group to reward the employees, the
directors and other selected participants for their contribution to the
Group and will also assist the Group in its recruitment and retention of
high caliber professionals, executives and employees who are instrumental
to the growth of the Group.

From the effective date of the Scheme to 31 March 2017, no share
option has been granted under the Scheme.
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Directors and Senior Management Profile

EFEAEEREEAREN

BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT

Executive Directors

Dr. Xie Yi Ph.D. (aged 54)

Chairman, Chief Executive Officer and Executive Director

Dr. Xie Yi is a professor of School of Life Sciences in Fudan University
and is one of the founders of United Gene group of companies in the
PRC. Being a scientist with significant breakthroughs in human genome
research, Dr. Xie is responsible for research and development and
management of United Gene group and is the vice chairman and chief
executive officer of United Gene Holdings Limited in the PRC.

Dr. Xie is currently the chairman and chief executive officer of the
Company responsible for the strategic planning and development and
the overall management of the Group. He is also an executive director
and chairman of Changchun Extrawell Pharmaceutical Co., Ltd., a 73%
owned subsidiary of the Company established in the PRC, and an
executive director of certain members of the Group.

Dr. Lou YiPh.D. (aged 59)

Executive Director

Dr. Lou Yi obtained a doctoral degree in medicine and conducted his
postdoctoral research in clinical study at Shanghai Second Medical
University (now renamed as School of Medicine, Shanghai Jiaotong
University) and industrial economy at Fudan University. Dr. Lou had
been a director and general manager of Shanghai Biochip Co. Ltd. and
as a director and deputy general manager of General Technology
Group Pharmaceutical Holdings, Ltd. in the PRC. Dr. Lou was also a
non-executive director of Shanghai Fudan-Zhangjiang Bio-
Pharmaceutical Co., Ltd., a company listed on the Growth Enterprise
Market of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”), from June 2004 to June 2006. Dr. Lou is currently a
director and general manager of various companies owned by Dr. Xie
Yi and Dr. Mao Yumin, former chairman and executive director.
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Directors and Senior Management Profile (continued)

EENSEE

BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT (continued)

Executive Directors (Continued)

Mr. Cheng Yong (aged 54)

Executive Director

Mr. Cheng Yong is a practicing pharmacist in the PRC. Mr. Cheng
obtained his Master of Pharmacology from Second Military Medical
University in the PRC. He has been engaged in pharmacology and
research study for over ten years and has extensive experience in the
aspects of research and drug development. Since 2001, he has been
working in the capacity of director and general manager for various
companies owned by Dr. Xie Yi and Dr. Mao Yumin, former chairman
and executive director. Mr. Cheng is currently a director of two PRC
subsidiaries of Innovative Pharmaceutical Biotech Limited (formerly
known as United Gene High-Tech Group Limited), a company listed on
the Stock Exchange.

Ms. Wong Sau Kuen (aged 54)

Executive Director

Ms. Wong Sau Kuen joined the Group in May 2008 as assistant to the
Board and was appointed as director in October 2008. Ms. Wong has
more than 20 years of experience in both the commercial and industrial
sectors including the PRC pharmaceutical market. Ms. Wong has
extensive experience in areas of business administration and internal
control. She is currently the Authorised Representative of the Company.

Ms. Wong has been appointed as the joint company secretary of the
Company with effect from 8 January 2014.

Mr. Liu Kwok Wah (aged 55)

Executive Director

Mr. Liu Kwok Wah joined the Company in November 2008 as the
company secretary and financial controller and was appointed as
executive director in December 2013. Mr. Liu has become the joint
company secretary with effect from 8 January 2014. Mr. Liu is a fellow
member of the Association of Chartered Certified Accountants and an
associate of the Hong Kong Institute of Certified Public Accountants.
Mr. Liu holds a Master’s degree in Business Administration from The
Open University of Hong Kong and has more than 20 years of
experience in accounting and financial management. Prior to joining
the Company, he had worked for international accounting firms and
several listed companies in Hong Kong.
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Directors and Senior Management Profile (continued)
EEREEEEBEAEG T @

BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT (Continued)

Executive Directors (Continued)

Mr. Lu Zhigiang (aged 42)

Executive Director

Mr. Lu Zhigiang was appointed as executive director of the Company in
January 2017. Mr. Lu holds a Master Degree of Business Administration
from Central State University of the United States of America, a
Bachelor Degree of Engineering and a Bachelor Degree of Industry from
Nanchang Hangkong University of the PRC. Mr. Lu attended the
program of a Master of Science Degree in International Purchasing &
Supply Chain Management organised by Audencia NANTES.Ecole de
Management. Mr. Lu is experienced in corporate management and
investment. He is currently an executive director and chief executive
officer of Hong Kong Life Sciences and Technologies Group Limited (stock
code: 8085) whose shares are listed on the Growth Enterprise Market
("GEM") of the Stock Exchange. He was a non-executive director of
Lamtex Holdings Limited (formerly known as China New Energy Power
Group Limited) (stock code: 1041) from 29 October 2014 to 9 July
2015 and an executive director of Global Energy Resources International
Group Limited (stock code: 8192) from 28 November 2014 to 2
September 2016, the shares of these two companies are listed on the
Main Board and GEM of the Stock Exchange respectively.

Independent Non-executive Directors

Mr. Fang Lin Hu (aged 79)

Independent Non-executive Director

Mr. Fang Lin Hu was a professor in Fudan University, ex-vice chancellor
of the Fudan University (overseeing technology industrialisation and
utilisation matters), a member of National Information Technology
Education and Electronic Education Advisory Committee and vice
faculty head of the Physics Faculty of Fudan University, dean of the
Electronic Engineering Faculty, and the director of Micro-electronic
Research Institute. Mr. Fang retired in 2000. Currently, he is the vice
chairman of the Shanghai Senior Professor Association and a vice
president of Shanghai Retired Education Workers Association. Mr. Fang
has performed research in the area of microwave theory and
technology. He is a well-recognised scientist who has extensive
experience in scientific research and management. Mr. Fang was
appointed as an independent non-executive director in 2001.
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Directors and Senior Management Profile (continued)

EENSEE

BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT (continued)

Independent Non-executive Directors

Mr. Xue Jing Lun (aged 83)

Independent Non-executive Director

Mr. Xue Jing Lun was the chief professor of Fudan University, a guest
professor of the Second Military Medical University of China, Tongji
Medical University and Shantou University, chairman of Chinese
Environmental Mutagen Association, a director of International
Environmental Mutagen Association, and a committee member of the
China Genetic Engineering Society. Mr. Xue retired in April 2007. The
research team led by Mr. Xue gained international recognition in the
area of gene therapy and transgenic animal research. Mr. Xue has been
granted a number of national awards for merits in scientific research
and is an internationally recognised genetic scientist. Mr. Xue was
appointed as an independent non-executive director in 2001.

Ms. Jin Song (aged 46)

Independent Non-executive Director

Ms. Jin Song holds a diploma in engineering from Broadcasting
University in Shandong Province and a diploma in business from Fudan
University. She is a member of the Chinese Institute of Certified Public
Accountants (“CICPA") and passed all the professional examinations
held by CICPA in 2001. Ms. Jin has over 20 years' experience in
accounting in different industries. Ms. Jin was appointed as an
independent non-executive director in 2004.

Senior Management

Dr. Wen Ming (aged 56)

Head of Research and Development

Dr. Wen Ming joined the Group in 1992. He is responsible for
overseeing the regulatory affairs, research & development, and the
registration of the Group’s products, and the marketing and promotion
aspects of the Group's imported pharmaceutical business. Dr. Wen
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graduated with a bachelor's degree in medical science from the ¥ERNEMEER  WEESBRE+EM K
Guangzhou Medical College and obtained a master’s degree in medical A BRI AXE(RF AP L KE2)HEGE
science from Sun Yat Sen University of Medical Sciences (now renamed 218 + 247 - JBEE A 7F i1 A K& B 7l E (£
as the Sun Yat Sen University). Prior to joining the Group, Dr. Wen | K2R E R 2 T8 A E 4 o
worked in a hospital of Sun Yat Sen University as the chief physician for
ten years.
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Directors and Senior Management Profile (continued)
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EEkERE

BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT (Continued)

Senior Management (Continued)

Mr. Gong Youlu (aged 48)

General Manager of Changchun Extrawell Pharmaceutical Co.,
Ltd. (“CEP”) and Jilin Extrawell Changbaishan Pharmaceutical
Co., Ltd. (“JECP")

Mr. Gong Youlu joined the Group in 2011. Mr. Gong is responsible for
the overall management and operations of CEP and JECP. He has over
20 years' experience in the pharmaceutical manufacturing sector. Mr.
Gong holds a Bachelor of Engineering degree from Taiyuan Mechanical
College (now known as North University of China) and a Master's
degree in Business Administration from Jilin University, China. Prior to
joining the Group, he had held the position of general manager for
pharmaceutical manufacturing enterprises in the PRC for over 10 years.

Ms. Wu Hong (aged 45)

Group Senior Finance Manager

Ms. Wu Hong, a qualified accountant in the PRC, joined the Group in
1995 and is responsible for all the Group’s financial matters in the PRC.
She graduated from Jiangsu Television Broadcast University, majoring in
Foreign Trading Accounting. Before joining the Group, she worked
with a joint venture company in the PRC.

Mr. Huang Wenda (aged 40)

Financial Controller of CEP and JECP

Mr. Huang Wenda joined the Group in 2004. Mr. Huang is responsible
for financial control and financial management of the operations of
CEP and JECP and currently also serves as secretary to the board
handling corporate secretarial matters of CEP and JECP. He has
accumulated experience of over 10 years in financial management of
pharmaceutical manufacturing enterprises. Prior to joining the Group,
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he worked with manufacturing enterprises in the PRC. ANHREDPE T E-
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CORPORATE GOVERNANCE PRACTICES A. DEERER
Corporate Governance TtEESR
The Group recognises the importance of achieving and AREEBRAREYREIESKELE
monitoring the high standard of corporate governance consistent BRAZEEZM BREAEEZTER
with the need and requirements of its business and the best %Emu\&ﬁ B 7 & ERZ o K
interest of all of its shareholders. The Group is fully committed to EBAZBEIEERSKEZL
doing so. XER
In the opinion of the directors, the Company has complied with EERE KQRDBTERBAER
the code provisions of the Corporate Governance Code and SHERRAR(BAZFRDESR LW
Corporate Governance Report (“Code Provisions”) as set out in 55 EIJ ([ ETREN]) K&+ mET &M
Appendix 14 of the Rules Governing the Listing of Securities (the PEEARTARPEESREANLZ
“Listing Rules”) on The Stock Exchange of Hong Kong Limited (the TFAHE ([SFEMEN]) - R RE-Z
“Stock Exchange”). During the year ended 31 March 2017, the —tF=A=+—BLFE ARF
Company had adopted and applied the Code Provisions, except EEMNERSTAG  ETHET
for certain deviations as set out below. TREEE RN o
Code Provisions A.1.3 and A.7.1 stipulate that 14-day notice TFRMEYEATIIRATVIERE B
should be given for each regular board meeting and that in BRrEZSMeREHTHBEBEA
respect of regular meetings, and as far as practicable in all other BEGMNE (RREMRAEMIBRY
cases, an agenda and accompanying board papers should be sent EA TR ERRE2EESETE 2
in full to all directors in a timely manner and at least 3 days BEREEGEXH X EDERE
before the intended date of a board or board committee meeting RUTEFeHENLZEegEH
(or other agreed period). The Company agrees that sufficient time HY=Ha(kEMpEREEA) X
should be given to the directors in order to make a proper HoARAFREZEBELTEEREER
decision. In these respects, the Company adopts a more flexible UEHBEERT B ES AR
approach (and yet sufficient time has been given) in convening KA EEEE 2 E(NEH T
board meetings to ensure efficient and prompt management BB AHESEe e UWERE
decisions could be made. HEBRERRRBE ZEBER
% o

Code Provision A.2.1 provides that the roles of chairman and TFAMEXEA2MERTEER RITH
chief executive officer should be separate and should not be wvEsAaEESR BETERRB—A
performed by the same person. Dr. Xie Yi has served as the BT -HBELEARARAZER
Chairman and Chief Executive Officer of the Company. However, FITHEHR - R Ffﬁ BERARBFTAE
the Company believes that there is adequate balance of power FTERROARBAETGKERE
and authority in place though vesting the roles of both chairman oA REEE BIFERRE— AR
and chief executive officer in the same person as all major TXENMITHREE  MEAMESE N
decisions of the Company are made in consultation with BAER 2 F 18 -
members of the Board.
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CORPORATE GOVERNANCE PRACTICES
(Continued)

Corporate Governance (Continued)

Code Provision A.4.1 stipulates that non-executive directors
should be appointed for a specific term, subject to re-election.
The Company deviates from this Code Provision as the
independent non-executive directors (“INEDs") are not appointed
for specific terms. According to the bye-laws of the Company,
however, the INEDs are subject to retirement and re-election. The
reason for the deviation is that the Company believes that the
directors ought to be committed to representing the long-term
interest of the Company’s shareholders.

Code Provision A.4.2 stipulates that every director should be
subject to retirement by rotation at least once every three years.
According to the bye-laws of the Company, one-third of the
directors shall retire from office by rotation provided that the
Chairman, Deputy Chairman or Managing Director shall not be
subject to retirement by rotation. The Company’s bye-laws
deviate from the Code Provision. The Company considers that the
continuity of the Chairman/Deputy Chairman/Managing Director
and their leadership are essential for the stability of the business
and key management. The rotation methodology ensures a
reasonable continuity of directorship which is to the best interest
of the Company’s shareholders.

Code Provision A.4.2 also stipulates that all directors appointed
to fill a casual vacancy should be subject to election by
shareholders at the first general meeting after their appointment.
According to the bye-laws of the Company, any director so
appointed shall hold office only until the next annual general
meeting. The Company’s bye-laws deviate from the Code
Provision. However, the Company believes that it is in the best
interest of the Company’s shareholders to transact this ordinary
course of business in the annual general meeting.

The Company will continue to review and monitor the situation

as stated above, and to improve the practices as and when the
circumstances demand.
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DIRECTORS’ SECURITIES TRANSACTIONS B. EEETZRHBRS
The Company has adopted the Model Code for Securities KN R) B R TR BT 8% 4 Bk
Transactions by Directors of Listed Issuers (the “Model Code”) as ZIETBRTAEFTETELERIN
set out in Appendix 10 to the Listing Rules as the Company’s ZEFA(EEFADERER QT
code of conduct for dealings in securities of the Company by the EEESEANABEZBRSTSTH - &
directors. Based on specific enquiry of the directors, the directors MEFEFLHEERE ESREFE
have complied with the required standard set out in the Model WEABREZ 2 HMEAALY —BEEBR
Code throughout the accounting period covered by the annual EAE ST HIFTE 2 38 2R o
report.
BOARD OF DIRECTORS C B8
As at the date of this annual report, the board of directors (the RAFERP QA EF2((EF
“Board”) comprises six executive directors and three INEDs as EAHABRAITESERN =B BILIE
follows: WEME KRBT
Executive Directors HITES
Dr. Xie Yi (Chairman and Chief Executive Officer) HRIEL(FERITEAAE)
Dr. Lou Yi BlzE+
Mr. Cheng Yong BEEAE
Ms. Wong Sau Kuen FHEIBZ+
Mr. Liu Kwok Wah BB e &
Mr. Lu Zhigiang [E &R &
Independent Non-executive Directors BYKEHITES
Mr. Fang Lin Hu T3 MRE 5 A
Mr. Xue Jing Lun BERfmEE
Ms. Jin Song EA/ -G
Save as disclosed, there is no other relationship (including GIFEEIN  EEEeRE MW EFE
financial, business, family or other material/relevant relationship) MEMBEER(BENBE 2% Kk
among the members of the Board. Sk EMEKRIABEBER)
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BOARD OF DIRECTORS (Continued)

The Board is responsible for the leadership and control of the
Company and oversees the Group’s businesses, strategic
decisions and performances. The management is delegated with
the authority and responsibility by the Board for the day-to-day
management of the Group. Major corporate matters that are
specifically delegated by the Board to the management include
the preparation of interim and annual reports and
announcements for the Board's approval before publishing,
execution of business strategies and initiatives adopted by the
Board, implementation of adequate internal control systems and
risk management procedures, and compliance with relevant
statutory and regulatory requirements and rules and regulations.

Each of the INEDs has complied with the provisions set out in
Rule 3.13 of the Listing Rules and the Company also considers
that they are independent under the Listing Rules. Of the three
INEDs, Ms. Jin Song has appropriate accounting or related
financial management experience as required under Rule 3.10(2)
of the Listing Rules.

During the year ended 31 March 2017, four Board meetings and
an annual general meeting of the Company were held, and the
attendance records of each director at the respective meetings
are set out in the table below:

BEEgwm

EEeARFEERERARR] UK
BARKEZER  KE ﬁﬁﬁ&%fﬁm
EXEeRTEERBREINEMENE
EAREEZERER BEFRAIK
TEEERIREZIEZLESEEH
BREGHTHRFERERDE
MRTIERERXEFSME BiEE
FEMRMZEBREE LR EAT
RRZAMEENERREAREER
FrodtB8THEBEEMEERE M
A EE R -

BEUFRED BT ETARANE33
{RPT & 2 13 - MARA R R IRIE
EHRA WEHBEYL c Z BB
FHREES é@ﬁiﬁﬁiﬁ?%ﬁﬁﬂ
F310Q IR E < B E & 5T HAEREE
IS EREER -

HE_ZT—tF=-A=+—BLHF
B ARARCRITINUAEESSEHR
—ABRRBEFAE MSEERAH
CRIZIEEEHINT X :

Number of attendance

IR #

Board Meeting General Meeting
Name of Director EERSR By BEXE
Dr. Xie Yi # R+ 4/4 1/1
Dr. Lou Yi Blz1E+ 4/4 I7Al
Mr. Cheng Yong EBEi4E 4/4 11
Ms. Wong Sau Kuen FHBELL 4/4 11
Mr. Liu Kwok Wah BEESLYE 4/4 11
Mr. Lu Zhigiang* B Ao S A+ 1/4 0/1
Mr. Fang Lin Hu MR E 4/4 11
Mr. Xue Jing Lun EEmfm T 4/4 11
Ms. Jin Song ER /G 4/4 11

appointed on 27 January 2017
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C. BOARD OF DIRECTORS (continued)

In addition, a meeting was held between the Chairman and all
INEDs (except Ms. Jin Song's sickness absence) without the
presence of executive directors during the financial year.

The Company has arranged appropriate directors’ and officers’
liability insurance for members of the Board and officers in order
to protect legal claims against their lawful discharge of duties in
relation to the Group's business.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Dr. Xie Yi serves as the Chairman and Chief Executive Officer of
the Company. This is a deviation from Code Provision A.2.1,
which requires the roles of chairman and chief executive officer
should be separate and should not be performed by the same
person. As all major decisions of the Company are made in
consultation with members of the Board, the Company believes
that there is adequate balance of power and authority in place
though vesting the roles of both chairman and chief executive
officer in the same person.

NON-EXECUTIVE DIRECTORS

Pursuant to Code Provision A.4.1, non-executive directors should
be appointed for a specific term, subject to re-election and,
pursuant to Code Provision A.4.2, every director shall retire by
rotation at least once every three years. None of the INEDs of the
Company is appointed for a specific term and according to the
bye-laws of the Company, one-third of the directors (except for
the Chairman) shall retire from office by rotation and become
eligible for re-election. The reason for the deviation is that the
Company believes that the directors ought to be committed to
representing the long-term interest of the Company’'s
shareholders and the rotation methodology ensures a reasonable
proportion of directors in continuity which is to the best interest
of the Company’s shareholders.
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NON-EXECUTIVE DIRECTORS (Continued)

The function of the INEDs includes but not limited to participating
in Board meetings and meetings of committees to bring an
independent judgement to bear on issues of strategy, policy,
performance, accountability, resources, key appointments and
standards of conduct, and the written terms of reference for their
functions in the respective committees; namely Nomination
Committee, Remuneration Committee and Audit Committee are
available on the websites of the Stock Exchange and the
Company.

NOMINATION COMMITTEE

The Nomination Committee consists of four members including,
Dr. Xie Yi (Chairman), Chief Executive Officer and Chairman of
the Board, and all INEDs, namely Mr. Fang Lin Hu, Mr. Xue Jing
Lun and Ms. Jin Song.

The major role and function of the Nomination Committee are to
formulate and implement the policy for nominating candidates
for election by shareholders, and to assess the independence of
non-executive directors.

The Board has adopted a Board Diversity Policy and the
Nomination Committee will help implement and monitor the
policy. To enhance the effectiveness of the Board, selection of
candidates will be based on a range of perspectives, including but
not limited to, gender, age, cultural and educational background,
professional experience, skills and length of service. The
Nomination Committee will review and discuss the measurable
objectives for Board diversity on an annual basis and will make
recommendation to the Board for its consideration and approval.

The Nomination Committee held two meetings during the year
ended 31 March 2017, and all members had attended the
meetings to review the structure, size and composition of the
Board, assess the independence of INEDs, consider and make
recommendation to the Board for the appointment of Mr. Lu
Zhigiang as executive director.
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REMUNERATION COMMITTEE

The Company has established a Remuneration Committee with
specific terms of reference, which state clearly its authority and
duties. It advises the Board on the remuneration of the directors
and senior management of the Company.

In line with good and fair practice, members of the Remuneration
Committee consist of the three INEDs, namely Mr. Fang Lin Hu
(Chairman), Mr. Xue Jing Lun, Ms. Jin Song, and Dr. Xie Yi.

During the year ended 31 March 2017, three meetings were held
and attendance of each director is set out as follows:

FMWEES

ARARERLFMEZE S LHEH
FrEBERE BRI AEE N KB
BA-FHZESRAERARAESEK
BEEEABZFHMRAESSRM
BR-

REGRUERAFZEN FHEE
EZXHREBRR=Z2BIFNE (DR
RAMERE(ERE)  BERBLLE
ML) RHRBL -

HE_Z—+tF=A=+—HILF
EORRTZREFE BEEZUHRE
RHIIE

Number of attendance

Name of Director EEHE HE R
Mr. Fang Lin Hu 7 MR S A 3/3
Mr. Xue Jing Lun EBERmitE 3/3
Ms. Jin Song EX /Ay e 3/3
Dr. Xie Yi HMERE L 3/3

The emoluments of the directors are reviewed and recommended
by the Remuneration Committee and/or decided by the Board as
authorised by the shareholders at the annual general meeting
according to the directors’ respective responsibilities, individual
performance and prevailing market conditions. The Company has
also adopted a share option scheme as an incentive to the
directors and the senior management. The Board conducts
regular review of the remuneration policy and structure of the
directors and senior management which will take into account
the prevailing market condition and the responsibility of individual
members. During the year ended 31 March 2017, the
Remuneration Committee reviewed and approved the
remuneration packages (including directors’ fees) of the directors
and made recommendation to the Board for considerations and
approval.
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REMUNERATION COMMITTEE (Continued)

Directors’ emoluments and the five highest paid individuals for
the year ended 31 March 2017 are disclosed in notes 12 and 13
respectively to the consolidated financial statements. Emoluments
of senior management whose profiles are disclosed in the section
“Directors and Senior Management Profile” but not included in
the note as the five highest paid individuals, fell within the
following band:

FHEEE @

BE_Z—tF=A=+—HIL*HF
EzEEZEMERAUSGSHFMAL
DRI M BHRERMFE12RX13K
KR -SEEEABHEBEERER
[EERSEEEABBN]—H) B
ETEERZMERNERELRZS
FEAL MEMSBR THHE :

Number of individuals
AE
2017 2016
—E—+tF ZE—RF

Emolument band
HK$ Nil to HK$1,000,000

B < %5 &

Z 7% 7£ & 1,000,00078 7T

AUDIT COMMITTEE

The Company has established an Audit Committee with specific
terms of reference that have included the duties which are set
out in Code Provision C.3.3 with appropriate modification when
necessary.

The major role and function of the Audit Committee are to
ensure the maintenance of proper relationship with the
Company’s auditors, the establishment of proper review and
control arrangements relating to risk management and internal
control systems, financial reporting and the compliance to
applicable reporting requirements.
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AUDIT COMMITTEE (Continued)

The current members of the Audit Committee are Mr. Fang Lin

u (Chairman), Mr. Xue Jing Lun and Ms. Jin Song. During the
year ended 31 March 2017, three meetings were held and
attendance of each director is set out as follows:

EZREEE W

ERZBEZRERBRIAMER
E(ER) BRfAEERSRLZL-
BE-ZT-—tF=ZRA=+—-HLILHF
B 2ROT=-ZREH SEEZHE
KM

Number of attendance

Name of Director EERS HE IR
Mr. Fang Lin Hu FMR k& 3/3
Mr. Xue Jing Lun BERmiE 3/3
Ms. Jin Song EX/A g 3/3

The Audit Committee reviewed the half yearly and full year
consolidated financial statements, including the Group’s adopted
accounting principles and practices, risk management and
internal control systems with internal audit function and financial
reporting matters (in conjunction with the external auditors for
the annual results). The Audit Committee endorsed the
accounting treatments adopted by the Company and, to the best
of its ability assured itself that the disclosures of the financial
information in this report comply with the applicable accounting
standards and Appendix 16 of the Listing Rules.

AUDITORS" REMUNERATION

An analysis of remuneration in respect of audit and non-audit
services provided by East Asia Sentinel Limited for the year ended
31 March 2017 is as follows:

ERZESGCENFFEREZER
EMBHmE BRAKREMRAZE
FHRAIRAED] - s EIE R ARBEE
B E (RA A BEZY L) &M H|
EFEEH URFEFEBRIMNSZH
b —FERH - EZZBEERARQA
PAERER TR A WEFNHE
RABRERBZHBENTRER
SRR ETRBIMT SR+ < -

2R A =

E—+F=ZA=+—HLF
?JH’;IEE AHENE AR A AR
HEZEGEEZRB ZME W0

M@f

T

HK$'000

TET

Audit services AR 760
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FINANCIAL REPORTING

The directors of the Company acknowledged their responsibility
for preparing the consolidated financial statements of the Group
in accordance with the requirements of the Listing Rules and
applicable statutory requirements and accounting standards. The
Group had adopted the going concern basis in preparing its
financial statements.

A statement by the auditors of the Company about their
reporting responsibilities is set out in the “Independent Auditors’
Report” on pages 53 to 56 of this annual report.

RISK MANAGEMENT AND INTERNAL
CONTROL

The Board is responsible for overseeing on an ongoing basis and
ensuring that sound and effective risk management and internal
control systems are maintained within the Group in order to
safeguard the Group's assets and the interests of the Company’s
shareholders. These systems are designed under the framework
of a defined management structure with specified limits of
authority and control responsibilities to manage rather than to
eliminate the risk of failure to achieve business objectives and
help to provide reasonable assurance against material
misstatement or loss.

The Audit Committee is delegated with authorities to assist the
Board to fulfill its oversight role over the systems by reviewing
and evaluating on a regular basis the effectiveness and adequacy
of the Company’s financial controls, risk management and
internal control systems (the “Systems”). During the year ended
31 March 2017, the Audit Committee, after taking into
consideration the size of the Group’s activities and operations,
had adopted a risk-based approach in identifying the scope for
review for its business units. The review was conducted by the
Group’s risk management and internal audit function
independent of the business unit, which covered appraisal of the
Systems by conducting physical counts of assets, walkthroughs
and tests on operating procedures. Audit findings and
recommendations were reported to the Audit Committee and the
senior management. The Audit Committee and the Board
satisfied the result of the review and concluded that the key areas
of the Systems are reasonably and adequately implemented to
their satisfaction.
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RISK MANAGEMENT AND INTERNAL
CONTROL (continued)

With respect to handling and dissemination of inside information
(the “Information”), the Group is aware of its obligations under
the Listing Rules, the Securities and Futures Ordinance and the
guiding principle that when the Information comes to the
Group's attention it should be properly disclosed as soon as
practicable. In this regard, the Group has adopted an inside
information disclosure policy (the “Policy”) in 2013 with the aim
of preventing the disclosure of premature Information and
ensuring shareholders and the public are provided with full,
accurate and timely Information about the activities, performance
and financial condition of the Group. The Policy covers the
procedures as to (i) maintain the confidentiality of Information,
such as identification of project by using code name,
dissemination on a need-to-know basis and (ii) identify, assess
and monitor the dissemination of Information. The Audit
Committee and the Board consider that the procedures are
effective in discharging the Group’s obligations in respect of the
Information.
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DIRECTORS’ CONTINUOUS TRAINING AND L EENHEZIRER
DEVELOPMENT
Directors are encouraged to participate in continuous professional KNG ESETEENEEE
development in order to develop and refresh their knowledge B NEREEHNRENME LR
and skills. This is to ensure that their contribution to the Board e W RESEEAZREA
remains informed and relevant. BAERNEAEFENEBELATRESS
EEERBA ©
During the year ended 31 March 2017, the directors were briefed HE_Z—+tF-_HA=+—HLHF
and updated with written materials on the latest development E EFESEBLMBALEM
regarding the Listing Rules and other applicable legal and THREANEENEERERTNE
regulatory requirements from time to time, to ensure compliance BB MEHE@MER  UERE
and enhance their awareness of good corporate governance EEFLREATSINETNLES
practices. In addition, the Company had organised an in-house BEM AN RABMAEE R
training seminar for the directors, which was conducted by WNEE I & - ZATEREER
qualified professional covering topics of regulatory development EEATHIT RELBRLEELES
and directors’ responsibilities with training materials provided. EE TR MEREEINME - K
Directors are also encouraged to attend outside seminars and AEINEEMES2NAEFAHRRE
talks organised by professional bodies to enrich their knowledge PWEINRI T o M B UG IR E
in discharging their duties as a director. All directors have ERETESRETAMNAHS TEE
participated in continuous professional development by attending EDFEBSINEERREE ke Ess
training courses and/or referring materials on the topics related to BOEEERRERMERETHE
corporate governance and regulations: EES A
An induction including briefings on the Group’s operations and KARERMEAEFTELSRLAE
corporate governance practices, company policies and BHABE) R AEREENL
procedures, was provided for Mr. Lu Zhigiang, the newly TEEREHR  RABERMEFRIERS
appointed director. o
Executive Directors HITES
Dr. Xie Yi Attending in-house training course and EIESYE 2N M 2B 5 AR K
self-study =RES
Dr. Lou Yi Attending in-house training course and ElztE 4 200 A B8 R R K
self-study =RES
Mr. Cheng Yong Attending in-house training course and BEBELE Z2MAMENRRE R
self-study SRES
Ms. Wong Sau Kuen Attending in-house training course and EFHFB/BERE 2MAMBEINRER
outside seminars/talks conducted by MEEASERD
professional bodies and self-study SNRI T 'R R
SR
Mr. Liu Kwok Wah  Attending in-house training course and BEELE 2MRIBEINRE N
outside seminars/talks conducted by HEEASERD
professional bodies and self-study SNRI T 'R K
SRES
Mr. Lu Zhigiang Attending in-house training course and EERAEE Z2IMAIEIFRRE R
self-study A &
Extrawell Pharmaceutical Holdings Limited 30 BREXERERAT




DIRECTORS’ CONTINUOUS TRAINING AND
DEVELOPMENT (Continued)
Independent Non-executive Directors

Mr. Fang Lin Hu Attending in-house training course and

self-study

Mr. Xue Jing Lun Attending in-house training course and
self-study

Ms. Jin Song Self-study

JOINT COMPANY SECRETARIES

Mr. Liu Kwok Wah and Ms. Wong Sau Kuen are joint company
secretaries of the Company and each has taken no less than 15
hours of relevant professional training during the year ended 31
March 2017.

Communication with Shareholders

The Company believes the value of maintaining open
communication with and providing current and relevant
information to its shareholders, and uses a number of channels to
disseminate information to shareholders through:

(1) the Stock Exchange’s website (www.hkexnews.hk)

(2)  the Company's website (www.extrawell.com.hk)

(3)  corporate information in printed forms such as annual and
interim reports, circulars and explanatory materials

(4)  annual general meeting
(5) the Company’s Hong Kong Branch Share Registrar, Tricor

Tengis Limited in respect of share registration and related
matters
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COMMUNICATION WITH SHAREHOLDERS
(Continued)

The annual general meeting of the Company provides a useful
forum for shareholders to exchange views with the Board. The
Board members, in particular, Chairman of the Board as well as
chairmen of the Nomination Committee, Remuneration
Committee and Audit Committee (or their delegates) will make
themselves available at the annual general meetings to meet
shareholders and answer their enquiries.

SHAREHOLDERS' RIGHTS

Convening a Special General Meeting

Section 74 of the Companies Act 1981 of Bermuda stipulates
that the directors shall, on the requisition of shareholders holding
not less than one-tenth of such of the paid-up capital of the
Company, forthwith proceed duly to convene a special general
meeting of the Company. The requisition must state the purposes
of the meeting, and must be signed by the relevant requisitionists
and deposited at the registered office of the Company. If the
directors do not within twenty-one days from the date of the
deposit of the requisition proceed duly to convene a meeting, the
requisitionists, or any of them representing more than one half of
the total voting rights of all of them, may themselves convene a
meeting, but any meeting so convened shall not be held after the
expiration of three months from the said date.

Putting forward Proposals at General Meetings

Section 79 of the Companies Act 1981 of Bermuda stipulates
that the Company shall, on the requisition in writing by either
any number of shareholders representing not less than one-
twentieth of the paid-up capital of the Company carrying the
right of voting at general meetings of the Company or not less
than 100 shareholders, (a) give to shareholders entitled to receive
notice of the next annual general meeting notice of any
resolution which may properly be moved and is intended to be
moved at that meeting, and (b) circulate to these shareholders a
written statement of not more than 1,000 words with respect to
the matter referred to in any proposed resolution or the business
to be dealt with at that meeting.
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SHAREHOLDERS' RIGHTS (continued)

Putting forward Proposals at General Meetings
(Continued)

Section 80 of the Companies Act 1981 of Bermuda stipulates
that the written requisition as signed by the requisitionists must
be deposited at the registered office of the Company with a sum
reasonably sufficient to meet the Company’s expenses in giving
effect thereto not less than six weeks before the meeting in case
of a requisition requiring notice of a resolution and not less than
one week before the meeting in case of any other requisition.

Enquiries to the Board

Shareholders may send their enquiries and suggestions to the
Board by mail to the Company’s principal place of business at
Suites 2206-08, 22/F, Devon House, Taikoo Place, 979 King's
Road, Quarry Bay, Hong Kong.

CONSTITUTIONAL DOCUMENTS

There were no changes in the Company’'s constitutional
documents during the year ended 31 March 2017.
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INTRODUCTION

As a member of the global business community, the Group
recognises the importance of sustainable development. This first
Environmental, Social and Governance Report (the “ESG"),
covering the period from 1 April 2016 to 31 March 2017 (the
“Period”), has been prepared in accordance with the
“Environmental, Social and Governance Reporting Guide” under
Appendix 27 of the Listing Rules. The ESG report herein sets out
the practices and various works of the Group in environmental
and social aspects, and the governance is separately reported on
pages 34 to 41.

ENVIRONMENTAL ASPECTS

The Group recognises the importance of environmental
sustainability and is committed to regularly reviewing,
implementing and monitoring its environmental practices and
measures from time to time with the aim of operating effectively
and responsibly to protect the environment. Each business
segment manages the environmental impacts of emissions caused
by its activities and complies with the applicable environmental
laws, prevention and control regulations in which it operates.

2.1 Emissions

The Group’s major lines of business are trading and
manufacturing segments. The trading segment engages in
the marketing and distribution of imported pharmaceutical
products, which does not have material impact on the
environment in term of emissions.

As to the manufacturing segment with a factory in
Changchun, China, the Group has established an
“Environmental Protection, Occupational Health and Safety
Management Committee” (the “Committee”) to lead the
management of environmental protection as well as to
foster a safe and healthy work environment. The
Committee includes staff members who are professionally
qualified with relevant permits recognised by the authorities
to administrate and monitor the works.
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2. ENVIRONMENTAL ASPECTS (Continued) 2. BEIFH @

2.1 BE B ()
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2.1 Emissions (Continued)

The Committee has formulated policies to ensure its strict
compliance with the environmental requirements under the
relevant laws and regulations such as the Environmental
Protection Law ({3E 35 1R s %)), the Water Pollution
Prevention and Control ({735 Z£ B 8% )) and Prevention
and Control of Air Pollution ({(X ;5 %758 7%)). During
the Period, the factory handled its major emissions in the
following manner:

21 B EERYER

2.1(a) Solid waste management

The factory has implemented procedures to ensure
proper storage and disposal of various hazardous
wastes generated from the production process, which
are handled in accordance with the requirements of
relevant rules and regulations. In particular, the
factory has engaged waste management services
provided by contractors as designated by Jilin Province
Environmental Protection Office for hazardous waste
disposal.

2.1(b) Wastewater management

The factory has built its own waste water treatment
facilities with daily capacity of 400 tons to treat the
wastewater from its production processes before
discharge. To monitor and control the discharge, the
factory has worked jointly with local environmental
monitoring stations and third-party inspection units
to ensure wastewater emission has complied with the
standards.

2.1()Waste gas emission management

During the year, the factory installed a desulfurisation
tower to ensure levels of emission including sulfur
dioxide, nitrogen oxides, flue gas and others are in
compliance with the standards. The tower is
functioning well and levels of emission are
significantly lower than the lower limit of the national
emission requirements.

During the Period, the factory did not breach the
above laws and regulations in relation to the
emissions.
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2.

ENVIRONMENTAL ASPECTS (Continued) 2. BEBEHHE @

2.2 Use of Resources 22 ERER
The Group’s manufacturing activities consume mainly AREBEBAEFTEH T EHEK
water, electricity and coal. It is the Group'’s policy to ensure BENRER REBHRE A
effective and efficient use of resources in the production HFEEREPHEERN S
process with the aim of minimising wastes and reducing R UEERLEEYNE
consumption of the resources. Measures being RERERE -FIETHRES
implemented include avoiding procurement of high-energy EReRBESHEEME - T
consumption materials, regular monitoring performance of EREERBOME  ARE
the production equipment, upgrading and phasing out non K IE IR IR 25 DA IR FH ¥ B2 R
eco-friendly machines to raise the utilisation of energy and LKERHER -
resources.
As to the Group's office operations, it is the Group’s policy MAEBNWAEEEmS
to encourage all staff to be environmentally friendly at work AEBNBEAEBEES
to reduce the consumption of papers, water and electricity TEIFFTRERE AR DK
and effective use of the resources. Measures being R-KEBHABEEL = HE
implemented include double-sided printing and copying, AER -FTEITHEHEEEYE
disseminating information in digital format, waste papers EITEI R - LEB R &
recycling, turning off power consuming devices when not BEM OWRESR  RTERB
in use. REMAER

2.3 The Environment and Natural Resources 23 RERBEBRER
The Group is dedicated to reducing the adverse effect of its NEBHR O R EERNE IR
activities that could result in environmental damages, BEWRENTEOTRMEE 5
controlling the level of consumption of natural resources HBEAEIRNEFEKTEREF
and promoting environmental awareness among our EEEIESAMBRERER-
employees at workplaces. In production, the Group has REEMS  AEEDZHRRKE
regularly inspected and monitored the production process STHBERNERZERTEH
to ensure strict compliance with relevant laws and BENEEEERRE - P AD
regulations on emissions. In office, management has EmME ERETEIRERSE
persistently reminded colleagues to protect our environment B@EU KR NER - BT
by recycling papers and plastic, turning off unused TRNEENRESRIE - 518
electricity devices. Management has also kept colleagues AR EEHSEREMNE
abreast of various environmental issues and encouraged WERRS2HEREES -
colleagues to participate in activities like tree planting.
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3.

SOCIAL ASPECTS

3.1

3.2

Employment

The Group employs about 238 employees, who are valuable
asset to the Group's success and sustainable development.
It is the Group’s policy to attract and retain high caliber
people for our business operations.

The Group recruits people on the basis of job requirements
without discrimination on grounds of age, gender, ethnic,
politics or religion, trains and grows their capabilities,
rewards and makes promotion based on their contributions.
The Group remunerates its employees based on industry
practices. The Group arranges working hours, rest periods,
benefits and welfare including medicals and retirement
protection in accordance with prevailing labor laws of its
operating units in which they operate. The Group is
committed to ensuring that all applicable legal requirements
are observed in dealing with dismissal of any employee who
violates Group'’s regulations or persistently performs below
job requirements.

During the Period, the Group did not breach any
employment laws and regulations in the PRC, Hong Kong
and Malaysia.

Health and Safety

The Group is committed to providing and maintaining a
safe and healthy working environment for all its employees.

For the Group’s factory in China, management has
persistently upheld the principle of safe production. There is
no allowance of any personal consideration but strict
compliance of the requirements under the GMP standards
and the relevant laws and regulations. We have regularly
conducted safety examinations for production equipment,
conducted drills and provided training to employees in
order to increase their awareness and involvement in
accident prevention.
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3.

SOCIAL ASPECTS (Continued) 3. HEEEH@

3.2 Health and Safety (Continued) 32 REEZZ @)
For the Group's office operations, management strives to REAEENORAZTESLH S
maintain smoke-free, healthy and safe working BEEMOLEEBRD BEN
environment. All employees are encouraged to participate TEMIERE - RPEE2
regularly emergency drills held by the office building BEETFHZ2NHLAIEETER
management. BITHEZESR -
During the Period, the Group did not breach any laws and RAEAR A - A% B I E [
regulations in relation to occupational health and safety. ¥REMTEEREMERE

R e

3.3 Development and Training 3.3 BREEZI
The Group organises and provides on-the-job training to REBAZREHEBREI
develop our employees’ potential in order to support the NEREBEBEZFAEEDN
Group's sustainable development. Employees are AEEMER - HMEEES
encouraged to equip themselves with relevant academic 20N B & 5Bk 3 3 R /Y 9 56
and professional qualifications by attending external BIRE EBINEBEER
training programs for future career development. MR HEEER-

3.4 Labour Standards 3.4 B IT#A|
All employees of the Group are employed in accordance AEB2EREEYIZIBWEER
with the relevant laws and regulations on employment EEERBER O RE(HEHAPE
including, inter alias, working hours, rest periods and staff H)IEER KEBBKEE
benefits. The Group does not employ forced or child labour ERMNEZRBAE - AEBEIW
and requires all newly recruited staff to provide true and HEEARVNASIXNET T E
accurate personal information for records and checking KIFBEHMBEEIRHEER
purpose. The Group will take immediate action to terminate R E A G S A ER 8 Rz
the employment of anyone who provides false information B WEREREREE®RE
or in breach of the Group’s regulations. BERAEEBN K&

1 BN SR AR h AR L L R (R AR -
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4. OPERATING PRACTICES

4.1 Supply Chain Management

The Group relies on a wide range of vendors to supply
goods; from raw materials to finished goods for the
Group’s manufacturing and trading activities. In order to
fulfill the Group’s mission to provide quality products, it is
imperative for our pursuit of quality goods from the
vendors.

Our GMP plants in China have established a quality
management system to regulate the production and quality
management of drugs. Since all procurement is conducted
locally, we have clearly notified our vendors to comply with
our quality standards and provide necessary permits if so
required by the relevant laws and regulations for the goods
supplied. Specific procedures have been implemented in
quality control and inventory management in order to
ensure our products are consistently manufactured in
accordance with the registration requirements. The aim of
our management system is to minimise the risks of
contamination, detect, monitor and rectify errors in
production process. During the Period, the Group did not
breach any laws and regulations.

As to our trading segment for China market, all drugs are
sourced from GMP manufacturers in Europe and Latin
America, and we have worked closely with and provided
supports to our customers for quality control in compliance
with the stringent testing conducted by the PRC drug
authorities. During the Period, all imported drugs had
passed the testing and complied with the relevant import
requirements of the PRC laws and regulations.
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4. OPERATING PRACTICES (Continued) 4. EEEH @
4.2 Product Responsibility 42 EmEHE
The Group places great emphasis on maintaining and AEBSEERGEFARESH
improving the quality of its products. All products EmmE -AEBERTEETR
manufactured, purchased and sold by the Group to our g HKELAELENFA
customers in China have met the GMP production ERYE BT AGMPE EEHE
standards and complied with the registration requirements HEABERREMEREEERA
with the China Food and Drug Administration. The Group FaMEE . KEBEEET S
has implemented a comprehensive quality control and HHEENRERERF BRE
inspection procedures to ensure product quality and safety mIENEE R0 R
from procurement of raw materials, packaging materials KaSETENEENNETE -
and finished products.
On distribution side, all products distributed by the Group DETE AEEDHENA
have clear instructions and specifications as to its EnBERERKY BHELRETD
composition, quality and safety use for end-user protection FTRMMEEEWHERREL
purpose, which are in compliance with the laws and BEHBRBARERIHEAF It
requirements, such as the Advertisement Law and the Drug MERNETREEELZNARE
Administration Law in China. BREERER -
The Group has also worked closely with customers to deal AREBTHEAEPRYESEEIE
with products and services complaints in order to ensure EmARBIEF BRERD
product quality and competitiveness and has put top EERBF N TERERE
priority to ensure privacy of customer’s information. BALERIEAE B
During the Period, the Group did not recall and receive RABREA - AN & B W& EF 7
return of drugs due to health and safety issues. EhkZE2MEBEESER GOk
mREEM-
4.3 Anti-corruption 43 RES
The Company understands the importance of good AR AARIFEFERERNE
business ethics, which along with good corporate SN HERIMNDEER—
governance are essential foundation to success. The HEEEKITMEZER - AR
Company has established ethics code to promote integrity AERIERETAEERER
and accountability, which requires all group companies and meefmE - EkmESEE QA
employees to strictly comply with the local laws and R EERKBETE M EE
regulations. The code contains, inter alia, provisions for FEHoSFREHA(ER EIE)
bribery, extortion, fraud, money laundering and BE - BREE - BREE - B R ERRE
whistleblowing procedures. Fr2% A5G -
During the Period, the Group did not breach any laws and RAHBER P FERA
regulations relating to anti-corruptions or receive any SREA=ZWME NEEI
reports in relation thereof in China, Malaysia, and Hong mMENTRNAEBRE SN AR
Kong. ER R E TR
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COMMUNITY INVESTMENT

As a socially responsible corporation, the Company is committed
to leverage its resources to facilitate the community development
and strongly encourages all staff members to participate in
volunteering and charitable activities, such as “Dress Casual Day”
and “Blood Donation”.

HERE

ER—BALEEETRNEE AR
AEANMBEEREEMLBEERY
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The directors present their annual report and the audited consolidated
financial statements of Extrawell Pharmaceutical Holdings Limited (the
“Company”) and its subsidiaries (collectively referred to as the “Group”)
for the year ended 31 March 2017.

PRINCIPAL ACTIVITIES AND BUSINESS REVIEW

The principal activity of the Company is investment holding and the
activities of its principal subsidiaries and an associate are set out in
notes 39 and 22 to the consolidated financial statements respectively.

The business review of the Group and the discussion and analysis of the
Group's performance for the year ended 31 March 2017 are set out in
the sections “Chairman’s Statement” and “Management Discussion
and Analysis” on pages 4 to 6 and pages 7 to 13 of this annual report
respectively, which form part of this report.

RESULTS AND DIVIDEND

The results of the Group for the year ended 31 March 2017 are set out
in the consolidated statement of profit or loss and other comprehensive
income on pages 57 to 58.

The directors do not recommend the payment of dividend in respect of
the year.

FIVE YEARS’ FINANCIAL SUMMARY

A summary of the results and of the assets, liabilities and non-
controlling interests of the Group for the last five financial years is set
out on page 172.

INVESTMENT PROPERTIES

Details of movements in the investment properties of the Group during
the year are set out in note 16 to the consolidated financial statements.
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PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment of the Group
during the year are set out in note 17 to the consolidated financial
statements.

SHARE CAPITAL

Details of movements in the share capital of the Company during the
year are set out in note 35 to the consolidated financial statements.

EQUITY-LINKED ARRANGEMENT

No equity-linked agreement which may result in the Company issuing
shares was entered into during the financial year.

Details of the convertible bonds of the Company with principal amount
of HK$577,170,000 outstanding are disclosed in note 33 to the
consolidated financial statements.

SHARE OPTIONS

On 24 August 2012, the shareholders of the Company approved the
adoption of a new share option scheme (the “Scheme”), as the share
option scheme adopted by the Company on 8 August 2002 expired on
14 August 2012. The Scheme became effective on 29 August 2012
after obtaining approval from the Listing Committee of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) and, unless
otherwise cancelled or amended, will remain in force for 10 years from
that date. Information about share options and the Scheme is set out in
note 13 to the consolidated financial statements.

DISTRIBUTABLE RESERVES

As at 31 March 2017, the reserves of the Company available for cash
distribution and/or distribution in specie amounted to HK$120,267,000
which was computed in accordance with the Bermuda Companies Act.
In addition, the Company’s share premium account with a balance of
HK$191,738,000 as at 31 March 2017 may be distributed in the form
of fully paid bonus shares.
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RELATIONSHIP WITH EMPLOYEES

During the vyear, the Group had not experienced any significant
problems with its employees or disruption to its operations due to
labour disputes nor had it experienced any difficulties in the
recruitment. The directors consider that the Group has maintained
good working relationship with its employees.

MAJOR CUSTOMERS AND SUPPLIERS

The Group understands the importance of maintaining good
relationships with its customers and suppliers to the overall
development of its business. During the year, there were no disputes
between the Group and its customers and/or suppliers which would
have caused significant adverse impact to the Group's business.

For the year ended 31 March 2017, revenue attributable to the Group’s
five largest customers accounted for approximately 68% of the Group's
revenue, and revenue attributable to the Group’s largest customer
accounted for approximately 37% of the Group's revenue.

For the year ended 31 March 2017, purchases attributable to the
Group'’s five largest suppliers accounted for approximately 88% of the
Group's purchases and purchases attributable to the Group’s largest
supplier accounted for approximately 42 % of the Group’s purchases.

None of the directors, their close associates or any shareholders (which
to the knowledge of the directors owned more than 5% of the
Company’s issued share capital) had any interests in the Group’s five
largest customers and the suppliers.
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DIRECTORS

The directors of the Company during the year and up to the date of
this report are:

Executive directors:

Xie Yi

Lou Yi

Cheng Yong

Wong Sau Kuen

Liu Kwok Wah

Lu Zhigiang (appointed on 27 January 2017)

Dr. Xie Yi, Dr. Lou Yi, Ms. Wong Sau Kuen and Mr. Liu Kwok Wah are
also directors in certain subsidiaries of the Company.

Independent non-executive directors:

Fang Lin Hu
Xue Jing Lun
Jin Song

In accordance with the Company’'s bye-law 111, other than the
Chairman, the directors of the Company, including the independent
non-executive directors (“INEDs"), are subject to retirement by rotation
and re-election at the annual general meeting of the Company, and in
accordance with the provisions of the Company’s bye-laws, Mr. Cheng
Yong, Ms. Wong Sau Kuen, Mr. Liu Kwok Wah and Mr. Lu Zhigiang
will retire by rotation at the forthcoming annual general meeting of the
Company and, being eligible, offer themselves for re-election.

The Company has received annual confirmations of independence from
Messrs. Fang Lin Hu, Xue Jing Lun and Jin Song pursuant to Rule 3.13
of the Rules Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”) and still considers them to be independent.

DIRECTORS’ SERVICE CONTRACTS

No director proposed for re-election at the forthcoming annual general
meeting has a service contract with the Company which is not
determinable by the Company within one year without payment of
compensation, other than statutory obligation.
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DIRECTORS’ REMUNERATION

The directors’ fees are subject to shareholders’ approval at general
meetings. Other emoluments are determined by the Company’s board
of directors with reference to directors’ duties, responsibilities and
performance and the results of the Group.

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed in the consolidated financial statements, no director
had material interests, either directly or indirectly, in any contract of
significance to the business of the Group to which the Company or any
of its subsidiaries was a party during the year.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

During the year, no directors or their close associates are considered to
have an interest in a business which competes or is likely to compete,
either directly or indirectly, with the business of the Group.

PERMITTED INDEMNITY

Pursuant to the Company'’s bye-laws, every director or other officer of
the Company shall be entitled to be indemnified out of the assets of
the Company against all losses or liabilities which he/she may sustain or
incur in or about the execution of the duties of his/her office or
otherwise in relation thereto. In addition, the Company has arranged
appropriate directors’ and officers’ liability insurance coverage for the
directors and officers of the Group.
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DIRECTORS’ INTERESTS AND SHORT POSITIONS
IN SHARES, UNDERLYING SHARES AND
DEBENTURES

At 31 March 2017, the interests and short positions of the directors in
the shares, underlying shares or debentures of the Company or its
associated corporations within the meaning of Part XV of the Securities
and Futures Ordinance (the “SFO"), as recorded in the register required
to be kept by the Company pursuant to Section 352 of the SFO, or as
otherwise notified to the Company and the Stock Exchange pursuant
to the Model Code for Securities Transactions by Directors of Listed
Issuers (the “Model Code”) were as follows:

EERK ﬁ HE RO KE#E
2 -}

\J<
S

RZE—tF=ZA=+—H EBFERERQ
RIS HEMRAHEE (TR LESFRBE KD
([BHERBEEA ] EXVE) 2 H -~ 4
RO EEZET BEELALARAR
& % %&Hﬂifﬂﬂﬁﬂ%3521IQ7ET¥EZ%E;.E
M kAR IBRELELTHITAES
LTTL%X%Z@ SFRN(MHE2E=F RN A
MEARNR LBz S LABRWT

Long positions in the ordinary shares of the Company RAQATZER Z2HF A
Number of
ordinary shares Approximate
of HK$0.01 percentage of
Name of director Notes Capacity and nature of interest each held interests held
FREER
E{E0.01B T2 FriFzis
BEMA M BORERME EEREE BYBEI
Xie Yi (a) Through controlled corporations 80,000,000 3.35%
FilE BBEIEHIRF
Cheng Yong Directly beneficially owned 830,000 0.03%
2E BEEERER
(b) Through a controlled corporation 1,060,000 0.05%
g ol i N
Held by spouse 5,090,000 0.21%
HEBFAR
6,980,000 0.29%
Notes: B

(a) The entire issued share capital of JNJ Investments Ltd is owned by Biowindow Gene
Development (Hong Kong) Limited (“HK Biowindow"), and the entire issued share
capital of HK Biowindow is owned by United Gene Group Ltd (a company
incorporated in the British Virgin Islands). The issued share capital of United Gene
Group Ltd is owned as to 33% by Ease Gold Investments Limited, which is wholly
owned by Dr. Xie Yi.

(b) The shares are held by Merchandise Holdings Limited (a company incorporated in
the British Virgin Islands) which is wholly owned by Mr. Cheng Yong.

(a) INJ Investments Ltd 2 2 & B 2 1Tl N & 51§
EEARBERAR(BEEENDES M5
BBz 2 a0 B %17 & 7N B United Gene Group
Wd(—RREBREZESHMR I ZAAF) #
A ° United Gene Group Ltd 2 & % 77 B 78 1 3 %
8 &= 2 & # A Z Ease Gold Investments Limited #
H33% -

(b) &A% f Merchandise Holdings Limited (— & %
REREZESFMALZRAANEE  ZARH
BELAER2ERE -
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DIRECTORS’ INTERESTS AND SHORT POSITIONS
IN SHARES, UNDERLYING SHARES AND
DEBENTURES (continued)

Long positions in the ordinary shares of the Company
(Continued)

Save as disclosed above, as at 31 March 2017, none of the directors
had registered an interest or short position in the shares, underlying
shares and debentures of the Company or any of its associated
corporations that was required to be recorded pursuant to Section 352
of the SFO, or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES AND
DEBENTURES

At no time during the year were rights to acquire benefits by means of
the acquisition of shares in, or debentures of, the Company or any
other body corporate granted to any directors or their respective
spouses or minor children, or were any such rights exercised by them,
or was the Company or any of its subsidiaries a party to any
arrangement to enable the directors, their respective spouses or minor
children to acquire such rights in any other body corporate.
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES

At 31 March 2017, the following interests and short positions of 5% or
more of the shares and underlying shares of the Company were
recorded in the register required to be kept by the Company pursuant
to Section 336 of the SFO.

TERRREMALRERS
1B AR 1 T R A RO
y=!

R-ZE—+tF=A=+—H BREAQA
% R %&Hﬂfﬂﬂﬁ\J%Beﬂ%\%{%Tz
BT sk B lEA AR A RD MiE

Eﬂﬂﬁ%iuiﬁﬁ& BRZ AT -

Number of Long (L) or Approximate
Capacity and ordinary shares Short (S) percentage of
Name of substantial shareholder nature of interest held/entitled position interest held
¥ B
BEZ HRL® iR
FTERRER SORERME ZERHAE KA (S) BHOEIL
Innovative Pharmaceutical Biotech Directly beneficially 1,357,510,000 L 56.80%
Limited (“Innovative Pharm") owned
(formerly known as United Gene (Note)
High-Tech Group Limited)
EMBERAEVEREBERA BEEERUER
(TeEMm e s]) (R B S %l (B =)
MEEEARARD
Note: Innovative Pharm is a listed company on the Main Board of the Stock Exchange and Mt : EME SR — KRB XM ER EWEOAE - M
its interest in 1,357,510,000 shares of the Company represents (i) 457,510,000 H A A 7)1,357,510,000 A% f% 15 2 # 25 mé.?ﬁé
shares or 19.14% of the Company’s shares in issue and (i) 900,000,000 conversion (/457,510,000 f% % 19.14% 2 R & B # 17 & 15
shares to be allotted and issued to Innovative Pharm upon exercise in full by RMBEBERARAR T —=F A+ BET
Innovative Pharm of the conversion rights at conversion price of HK$0.6413 per 2205 TR RREF(MRERBZASER
share under the Company’s 20-year zero coupon convertible bonds issued on 16 577,170,000 7T) - REM = E R RKRE TR
July 2013 with principal amount of HK$577,170,000 outstanding. At 31 March &1 0.641378 T B BATE MR ER - KM EM
2017, there was a total of 2,390,000,000 shares issued by the Company, and B8 2 it 8% K2 ¥ 17 2 900,000,000 A% #8 f% B 1 o 7
assuming the exercise in full of the conversion rights attaching to the Company's —E—+tF=A=+—8 ARAEBEHETKRH
convertible bonds, Innovative Pharm will hold approximately 41.26% of the & 9% #32,390,000,000 % {82 5% 7& & 17 {8 B 1A X
enlarged share capital of the Company. NRZAIRREFZRRE EMBESFEE
RN RSB R4 41.26% ©
Save as disclosed above, as at 31 March 2017, the register as K EXFEEEN R_ZE—tF=ZA=

maintained by the Company pursuant to Section 336 of the SFO
recorded no other interests or short positions in the shares or
underlying shares of the Company.
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MATERIAL RELATED PARTY TRANSACTIONS

Details of the material related party transactions entered into by the
Group which do not constitute connected transactions under the
Listing Rules for the year are set out in note 38 to the consolidated
financial statements.

CONTRACTS OF SIGNIFICANCE

Save as disclosed in “Material Related Party Transactions” above, no
contracts of significance to which the Company or any of its subsidiaries
was a party and in which a director of the Company had a material
interest, whether directly or indirectly, subsisted at the end of the year
or at any time during the year.

EVENTS AFTER THE REPORTING PERIOD

On 2 June and 11 May 2017, Extrawell Enterprises Limited (the
“Subscriber”), an indirect wholly-owned subsidiary of the Company,
entered into the subscription agreement with KKC Capital SPC, a
segregated portfolio company incorporated in the Cayman Islands (the
“Fund”), and pursuant to which the Subscriber agreed to subscribe for
30,000 and 50,000 participating shares in the Fund attributable to the
segregated portfolio at aggregate consideration of HK$30,000,000 and
HK$50,000,000 respectively on the respective dates, which were both
funded by the internal resources of the Group. Details in relation to the
subscriptions are disclosed in the announcements dated 2 June and 11
May 2017.

Save as disclosed above, there is no other material subsequent event
occurred after 31 March 2017 and up to the date of this report.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and
within the knowledge of the directors, at least 25% of the Company’s
total issued share capital was held by the public as at the latest practicable
date prior to the date of this report.
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MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS

The Company has adopted the Model Code as set out in Appendix 10
to the Listing Rules as the Company’s code of conduct for dealings in
securities of the Company by the directors. Based on specific enquiry of
the directors, the directors have complied with the required standard
set out in the Model Code throughout the year ended 31 March 2017.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

Neither the Company, nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities during the year.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
bye-laws or the laws of Bermuda, being the jurisdiction in which the
Company is incorporated, which would oblige the Company to offer
new shares on a pro-rata basis to existing shareholders.

AUDIT COMMITTEE

The Company has established an Audit Committee (the “Committee”),
with written terms of reference, in compliance with Rule 3.21 of the
Listing Rules, for the purpose of reviewing and providing supervision
over the financial reporting process and risk management and internal
control system of the Group. The Committee comprises three INEDs.
The Group’s financial statements for the year ended 31 March 2017
have been reviewed by the Committee. The Committee is of the
opinion that such financial statements comply with the applicable
accounting standards, and Stock Exchange’s and legal requirements,
and that adequate disclosures have been made.
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Auditors = B Em

The financial statements for the year were audited by East Asia Sentinel ARNEE 7 MR AC HEH ST EKFT
Limited, who will retire and, being eligible, offer themselves for re- HR AR EZ  ZTHEME UHEER
appointment as auditors of the Company at the forthcoming annual KEENREEMREBRBFEAS tESXEE A

general meeting. ANR T2 ZERAD o

On behalf of the Board REES2

Dr. Xie Yi *TE

Chairman HBE LT

Hong Kong, 29 June 2017 58 ZE—tF A=+ NH
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TO THE MEMBERS OF

EXTRAWELL PHARMACEUTICAL HOLDINGS LIMITED
BREEXERERATDEZERE

(Incorporated in Bermuda with limited liability)

(REREZZMKZZERNA])

DISCLAIMER OF OPINION

We were engaged to audit the consolidated financial statements of
Extrawell Pharmaceutical Holdings Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set out on pages
57 to 171, which comprise the consolidated statement of financial
position as at 31 March 2017, and the consolidated statement of profit
or loss and other comprehensive income, the consolidated statement of
changes in equity and the consolidated statement of cash flows for the
year then ended, and the notes to the consolidated financial
statements, which include a summary of significant accounting policies.

We do not express an opinion on the consolidated financial statements
of the Group. Because of the significance of the matters described in
the “Basis for Disclaimer of Opinion” section of our report, we have
not been able to obtain sufficient appropriate audit evidence to provide
the basis for an audit opinion on these consolidated financial
statements. In all other respects, in our opinion, the consolidated
financial statements have been properly prepared in compliance with
the disclosure requirements of the Hong Kong Companies Ordinance.
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BASIS FOR DISCLAIMER OF OPINION

Impairment for interest in an associate, Smart Ascent
Limited and its subsidiaries (“Smart Ascent Group”)

As disclosed in note 22 to the consolidated financial statements, the
major asset held by the associate is the intangible asset in relation to an
in-process research and development project (“In-process R&D")
involving an oral insulin product (“Product”). The carrying amount of
the In-process R&D is determined based on the management’s key
assumptions which are made with high degree of estimation
uncertainties. This carrying amount is highly dependent upon further
research and development work that is required to be carried out,
results of clinical trials, successful launching of the Product and key
assumptions to be applied in preparing a cash flow projection for the
sales of the Product.

One of the major assumptions relied on in assessing the carrying
amount is the directors’ opinion that the Smart Ascent Group would be
successful in obtaining the regulatory approvals from the relevant
government bodies and launching the Product by the end of 2019.
These assumptions are the fundamental factors upon which the entire
valuation exercise as to the recoverable amount of the In-process R&D
is based.

However, we are unable to obtain sufficient appropriate audit evidence
to support the probability of the Smart Ascent Group successfully
launching the Product, that is, specifically, the likelihood and timing in
obtaining the regulatory approvals from the relevant government
bodies to launch the Product by the end of 2019. In the absence of
sufficient audit evidence for these fundamental assumptions, we are
unable to ascertain the reasonableness of the key assumptions relied
on by the management in assessing the recoverable amount of the
intangible asset as at 31 March 2017.

Consequently, we are unable to satisfy ourselves as to whether the
carrying amount of the Group’s interest in the associate approximately
HK$330,969,000 as included in the Group’s consolidated statement of
financial position as at 31 March 2017 was fairly stated, and whether
any impairment on the interest in an associate should be recognised.

Any further adjustments to the interest in the associate would affect
the amount of net assets reported by the Group as at 31 March 2017
and of its financial performance for the year then ended, and the
related disclosures thereof in the consolidated financial statements.
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BASIS FOR DISCLAIMER OF OPINION (Continued)

Impairment for interest in an associate, Smart Ascent
Limited and its subsidiaries (“Smart Ascent Group”)
(Continued)

In addition, included in the interests in subsidiaries as shown in note 36
to the consolidated financial statements, the Company has equity
interest in Extrawell (BVI) Limited (”“EBVI”) amounting to
HK$624,604,000 as at 31 March 2017.

The Smart Ascent Group, is also an associated company in relation to
the Company’s subsidiary, EBVI, as at 31 March 2017. In the absence
of sufficient audit evidence supporting that the carrying amount of
interest in the Smart Ascent Group was fairly stated, we are similarly
unable to satisfy ourselves as to whether the carrying amount of the
Company’s equity interest in EBVI amounting to approximately
HK$624,604,000 as included in the Company’s statement of financial
position as at 31 March 2017 as set out in note 36 of these
consolidated financial statements was fairly stated, and whether any
impairment on the interest in the subsidiary should be recognised.

RESPONSIBILITIES OF DIRECTORS AND THOSE
CHARGED WITH GOVERNANCE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

The directors are also responsible for overseeing the Group'’s financial

reporting process. The Audit Committee assists the directors in
discharging their responsibility in this regard.
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AUDITORS’ RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS

Our responsibility is to conduct an audit of the consolidated financial
statements in accordance with Hong Kong Standards on Auditing
issued by the HKICPA and to issue auditors’ report in accordance with
Section 90 of the Bermuda Companies Act. This report is made solely
to you, as a body, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

However, because of the matters described in the “Basis for Disclaimer
of Opinion” section of our report, we were not able to obtain sufficient
appropriate audit evidence to provide a basis for an audit opinion on
these consolidated financial statements.

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

East Asia Sentinel Limited
Yim Wing Yee

Director

Practising Certificate No. P05906

Hong Kong
29 June 2017
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2017 2016
—E—tHF Z—T—XF

Notes HK$'000 HK$'000
B 5 FHET FHET
Revenue W = 7 107,903 142,201
Cost of sales iH & A AR (64,007) (72,888)
Gross profit ESpl 43,896 69,313
Other income H Aty Y A 8 77,418 67,798
Other gains and losses, net Ht s REEFE 9 (35,034) (33,606)
Selling and distribution expenses HELDHE R (31,673) (42,359)
Administrative expenses TEHER (27.231) (27,368)
Share of results of an associate JEME— g R A EE 22 (2,897) (1,600)
Effective interest expense AMRESF CERMNERX
on convertible bonds 33 (5,552) (4,688)
Profit before taxation Rk #4 BT S A 10 18,927 27,490
Taxation I 1 (616) (90)
Profit for the year ZNC R 18,311 27,400
Other comprehensive expense Hit2EAX
Item that may be reclassified subsequently HE & RJgtE# H BB 1H H
to profit or loss
Exchange differences arising on BREBIEBEACERZRE
translation of foreign operations (8,359) (7,880)
Total comprehensive income AEEZHERAELE
for the year 9,952 19,520
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2017 2016
—E—tHF Z—T—RF
Notes HK$'000 HK$'000
M 5 THER FHET

Profit (loss) for the year attributable to: AN ATEMAFERF (F8):

Owners of the Company ZIN/NESIE SN 20,796 32,781

Non-controlling interests FEPE AR R (2,485) (5,381)

18,311 27,400

Total comprehensive income (expense) LATATEMAZEREA

attributable to: (%) -

Owners of the Company PiN/NESIE SN 12,443 25,359

Non-controlling interests FEVE AR #E = (2,491) (5,839)

9,952 19,520
HK cents HK cents
Al AL

Earnings per share for profit attributable 72X A 51 ¥ B A FE 1k i 7

to owners of the Company: ZERAEF: 14

— Basic — &K 0.87 1.37

— Diluted — e 0.80 1.14
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2017 2016
—E—tF —ZT—RF
Notes HK$’000 HK$'000
B E FHE T FET
NON-CURRENT ASSETS FREBEE
Investment properties wEYE 16 1,497 1,556
Property, plant and equipment ME BB NMERE 17 145,839 161,911
Prepaid lease payments FERHEERMRK 18 9,299 10,155
Intangible assets M & E 19 1,807 1,807
Investments in convertible bonds MR ESRE 20 376,324 362,960
Available-for-sale investments A ERE 21 — —
Interest in an associate R—HEEERe 2R 22 330,969 333,866
Amount due from an associate JiE Wi — i Bt 2 X B FRIE 23 17,235 13,199
882,970 885,454
CURRENT ASSETS REBEE
Inventories FE 24 7.607 5,924
Trade receivables B 5 EIWERER 25 37,417 57,019
Deposits, prepayments and other e ERNFIER
receivables E b pE I 508 26 4,972 8,393
Available-for-sale investments AHEERSE 21 1,685 3,012
Pledged bank deposits HEFRITER 27 20,215 20,053
Bank balances and cash RITEBR MRS 28 217,803 180,998
289,699 275,399
CURRENT LIABILITIES REEE
Trade and bills payables B RNERRENER 29 14,859 11,093
Accruals and other payables TER B A & H fh FE (T 5018 30 59,501 68,614
Amount due to an associate JE {5 — B Bt 2 B FRIE 31 19,780 19,780
Deferred income on government grants B T 7 Bh 2 B & U A 34 63 —
Tax payable &+ B 18 14,587 15,695
108,790 115,182
NET CURRENT ASSETS REBEEEE 180,909 160,217
TOTAL ASSETS LESS CURRENT BEERRBAEME
LIABILITIES 1,063,879 1,045,671
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2017 2016
—E—tHF Z—T—RF
Notes HK$'000 HK$'000
Bt 5 THET FAET
NON-CURRENT LIABILITIES *RBEME
Deferred tax liabilities EIEFEAE 32 102 102
Convertible bonds AR E & 33 35,222 29,670
Deferred income on government grants Bt T 7 Bh 2 B & U A 34 2,704 —
38,028 29,772
NET ASSETS EEFE 1,025,851 1,015,899
CAPITAL AND RESERVES EARRFEE
Share capital % 2 35 23,900 23,900
Reserves 15 1,005,792 993,349
Equity attributable to owners RNARHE AEERER
of the Company 1,029,692 1,017,249
Non-controlling interests SR AR 2 (3,841) (1,350)
TOTAL EQUITY A 1,025,851 1,015,899

The consolidated financial statements on pages 57 to 171 were
approved by the Board of Directors on 29 June 2017 and were signed

on its behalf by:

Xie Yi
EIE
DIRECTOR
s
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Attributable to owners of the Company

L WNGE DN 1
Foreign Convertible
currency bonds Non-
Share  Share  Capital Contributed translation equity Accumulated controlling
capital premium  reserve surplus reserve reserve profits Total interests Total
TRRES
REA ROEE E4RE B ABRS% ERRE RERE  RHEA Bt FERES Ch
HK$'000  HK$'000  HK$'000 HK$'000 HK$'000 HK$'000 HK$'000  HK$'000 HK$'000  HK$'000
TEL ThET THx TR TER TR T TER FEL THEL
(Notea)  (Noteh) (Note ¢) (Note d) (Note e)
GEDINGED) (s (FisEd) (Ft7Ee)
At T April 2015 RoT-RE
mA—H 23,900 191,738 6,542 4,839 38,794 512,359 213,718 991,890 4,489 996,379
Profit(loss) for the year A E 5 7| (B518) - — — — — — 32,781 32,781 (5381) 27,400
Exchange differences on & /G 5M ¥ 7%
translation of foreign ~ E4£ZER
operations E8 - - — — (7422) - — (7422 (458)  (7,880)
Total comprehensive 2 YA (B %)
income (expense) R - — — - (7,422) - 32,781 25359 (5.839) 19,520
At31 March 2016 RZB—R%F
=A=1+-H 23,900 191,738 6,542 4,839 31,372 512,359 246,499 1,017,249 (1,350) 1,015,899
Profit(loss) for the year R[5 | (E518) - — — — — — 20,796 20,796 (2,485) 18,311
Exchange differences on 2§ 5) £ 7%
translation of foreign B4 ZEH,
operations E5 — — — — (8,353) — —  (83%3) (6) (8359
Total comprehensive 2 E YA (%)
income (expense) k] — — - — (8,353) — 20,796 12,443 (2,491) 9,952

At 31 March 2017 RZE—t&

“A=+-H 23,900 191,738 6,542 4,839 23,019 512,359 267,295 1,029,692 (3,841) 1,025,851

Notes: B 5E

(@) The share premium account represents the amount subscribed for share capital in (@) B &EERBERACEBLE@EZ HE -
excess of nominal value.

(b)  In accordance with the relevant regulations in the People’s Republic of China (the “PRC”),  (b) ~ REHFEARKMBE ([ E ) HRIE - A2
all of the Company's subsidiaries registered in the PRC are required to transfer part RIETHERFPEEMZHE AR BEEI D
of their profit after tax to the capital reserve. Subject to certain restrictions set out in BREENEREZEAREE EAXNRGEAE
the relevant PRC regulations and the articles of association of these PRC subsidiaries, BEEBEIAEER L ARBERA  EASH
the capital reserve may be used to offset losses or for capitalisation as paid-up B AE@EDIFEE TR RZEREMNE R
capital. EIRMAAIZ R -

(c) The contributed surplus of the Group represents the difference between the nominal  (c) AEEZHANBBAREBEAEER—NAALEF
value of the share capital of the subsidiaries acquired pursuant to the group EITEEMBREBHNBEARRAZEEBAAR
reorganisation in 1999, over the nominal value of the share capital of the Company AMERMABASBZERITRAHBECERE -
issued in exchange thereof.

(d)  Foreign currency translation reserve represents gains/losses arising on retranslating ~ (d) B EBEEEESHNEB 2 EE BB FHEEN
the net assets/liabilities of foreign operations into presentation currency. BRERRIEBMEEZ W B -

(e) Convertible bonds equity reserve represents the amount allocated to the equity  (€) AMREFERFEERERBGEMBREWNE
component of convertible bonds issued by the Company recognised in accordance SABMATRBRESFFIRAZEABERRBR 2K
with the accounting policy adopted for convertible bonds in note 3 to the RABTABRBRESERDOMESE 2K
consolidated financial statements. I8 o
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2017 2016
—E—+tFE —T—REF
HK$’000 HK$'000
FET FHET
CASH FLOWS FROM OPERATING ACTIVITIES RETH2HERE
Profit before taxation & B4 Bl & ) 18,927 27,490
Adjustments for: FENTIEE :
Depreciation of investment properties KEWMEZFE 59 59
Amortisation of prepaid lease payments FENEENK#IE 228 243
Depreciation of property, plant and equipment M - BELREZTE 6,427 6,235
Gain on disposal of property, plant and LEME BEREEZ
equipment, net Wz F R = (68)
Gain on disposal of intangible assets HEmEEE RS (2,819) —
Allowance for bad and doubtful debts, net RIBIREE TR 4,456 9,004
Impairment on other receivables oAb JlE YRR I R E — 717
Allowance for inventories FTEEE — 713
Share of results of an associate EiR—EBERAEE 2,897 1,600
Change in fair value of derivative component ABRESFRENTETAR
of investments in convertible bonds 2o 2N {EEE 33,397 23,953
Effective interest income on investments AMBRESRE ZCER
in convertible bonds T B WA (71,786) (62,718)
Effective interest expense on convertible bonds AMERES 2 ERMNERS 5,552 4,688
Imputed interest income on amount fEW — B A RIRIEZ
due from an associate HEFEHA (4,036) (3,091)
Interest income F B U A (1,299) (831)
Amortisation of deferred income i AE T N\ B 5 (193) —
Operating cash flows before movement LEESEPH KL
in working capital ReEn= (8,190) 7,994
(Increase) decrease in inventories FEOEMm R (1,683) 10,413
Decrease (increase) in trade receivables Z 5 e U BR FUR A (38 n) 15,146 (8,455)
Decrease (increase) in deposits, prepayments e FEAIE R EMmEK
and other receivables SIER A (38 ) 3,421 (2,308)
Increase (decrease) in trade and B o EMNERNENZRE
bills payables o CRl ) 5,543 (1,583)
(Decrease) increase in accruals and AR B A Rk H AN RIE
other payables CRL2) & hn (8,114) 2,530
Cash generated from operations CEBELAES 6,123 8,591
Income tax paid EATFTEH (641) (2,317)
NET CASH GENERATED FROM RETHEEZHESFE
OPERATING ACTIVITIES 5,482 6,274
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2017 2016
—B—+tF —T—REF
HK$’000 HK$'000
FTHERT FAET
CASH FLOWS FROM INVESTING ACTIVITIES REFDHELEZHRERE
Interest income received from convertible bonds ARRES 2 B WA B KA 25,025 25,025
Interest income received B UF B A 1,299 831
Government grant received B U5 T A B 2,955 —
Proceeds from/(purchases of) available-for-sale AHEEESHERE
financial assets FSHIE/(Z2BE) 1,124 (3,012)
Proceeds from disposal of property, LEME  WEREE
plant and equipment Fr 18 518 = 71
Purchases of property, plant and equipment BEWE HWENLEKE (1,008) (481)
Increase in pledged bank deposits 2RI ERIE N (162) (82)
NET CASH GENERATED FROM RETHELE RS FE
INVESTING ACTIVITIES 29,233 22,352
NET INCREASE IN CASH AND CASH RERBRESEABEMFA
EQUIVALENTS 34,715 28,626
EFFECT ON FOREIGN EXCHANGE RATE IEEZSHIZE
CHANGES 2,090 145
CASH AND CASH EQUIVALENTS AT FHzBEERBRSEHEER
BEGINNING OF YEAR 180,998 152,227
CASH AND CASH EQUIVALENTS AT FR2EERESZEER
END OF YEAR
— represented by bank balances — ARITE R RIE 2 5R
and cash 217,803 180,998
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GENERAL INFORMATION

The Company is a limited liability company incorporated in
Bermuda whose shares are listed on the Main Board of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”). The
address of its registered office is Clarendon House, 2 Church
Street, Hamilton HM 11, Bermuda. The address of its principal
place of business is Suites 2206-08, 22/F, Devon House, Taikoo
Place, 979 King's Road, Quarry Bay, Hong Kong.

The Company is an investment holding company. The principal
activities of its subsidiaries and an associate are set out in notes
39 and 22 respectively to the consolidated financial statements.

The functional currency of the Company is Hong Kong dollar
("HK$"), which is the same as the presentation currency of the
consolidated financial statements.

These consolidated financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards
("HKFRSs"), which collective term includes all applicable individual
HKFRSs, Hong Kong Accounting Standards (“HKASs"”) and
Interpretations issued by the Hong Kong Institute of Certified
Public Accountants (the “HKICPA"), accounting principles
generally accepted in Hong Kong and the disclosure requirements
of the Hong Kong Companies Ordinance. These consolidated
financial statements also comply with the applicable disclosure
provisions of the Rules Governing the Listing of Securities on the
Stock Exchange. They have been prepared under the historical
cost convention, except for certain financial instruments, which
are measured at fair value, as explained in the accounting policies
set out below.

Extrawell Pharmaceutical Holdings Limited
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GENERAL INFORMATION (Continued)

Fair value is the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between
market participants at the measurement date, regardless of
whether that price is directly observable or estimated using
another valuation technique. In estimating the fair value of an
asset or a liability, the Group takes into account the characteristics
of the asset or liability if market participants would take those
characteristics into account when pricing the asset or liability at
the measurement date. Fair value for measurement and/or
disclosure purposes in these consolidated financial statements is
determined on such a basis, except for share-based payment
transactions that are within the scope of HKFRS 2 “Share-based
payment”, leasing transactions that are within the scope of HKAS
17 "Leases”, and measurements that have some similarities to
fair value but are not fair value, such as net realisable value in
HKAS 2 “Inventories” or value in use in HKAS 36 “Impairment of
assets”.

In addition, for financial reporting purpose, fair value
measurements are categorised into Level 1, 2 or 3 based on the
degree to which the inputs to the fair value measurements are
observable and the significance of the inputs to the fair value
measurement in its entirety, which are described as follows:

— Level 1 inputs are quoted prices (unadjusted) in active
markets for identical assets or liabilities that the entity can
access at the measurement date;

—  Level 2 inputs are inputs, other than quoted prices included
within Level 1, that are observable for the asset or liability,
either directly or indirectly; and

—  Level 3 inputs are unobservable inputs for the asset or
liability.

The significant accounting policies applied in the preparation of
these consolidated financial statements are set out below. These
policies have been consistently applied to all the years presented,
unless otherwise stated.
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GENERAL INFORMATION (Continued) 1. —REH @

The preparation of consolidated financial statements in RETEEBVBREER 2FE
conformity with HKFRSs requires the use of certain critical R AFERARE TEKRZ M
accounting estimates. It also requires management to exercise its FONEEEEERERASEES:
judgement in the process of applying the Group's accounting Rz BREPELHE - P ReEH
policies. The areas involving a higher degree of judgement or BTSN EE - SEESHBER
complexity, or areas where assumptions and estimates are XBEANBRMGEE 2 &R
significant to the consolidated financial statements are disclosed AW EE -

in note 4.

APPLICATION OF NEW AND REVISED HONG 2. FERAH IR KB T E 5 8
KONG FINANCIAL REPORTING STANDARDS BWEEAN(E B BB R
(“HKFRSs") HAER )
(i) New and revised HKFRSs adopted by the () XEBEHERZFHITRE
Group BIIEBRMBEHREER
The Group has adopted the following new and revised KREBORAEE 2B BERE
HKFRSs for the first time in the current year's financial NEREMNA T REIEE
statements. BEBYEmEER -
Amendments to HKFRS 10,  Investment Entities: Applying ERMBRE KETE:
HKFRS 12 and HKAS 28 the Consolidation AERIE 1055 - ERGZE
Exception BEAEMBRE  ABEMHIN
ZERIE12% R BR
%-55%2.‘5*5& Al
F28FIEET A
HKFRS 14 Regulatory Deferral Accounts EBEPBRE EERLEKRA
AR E 1458
Amendments to HKAS 1 Disclosure Initiative Efﬁ’;\?r R BEIDE
F1FIBET R
Amendments to HKAS 16 Clarification of Acceptable FEEeEE BEAUE®R
and HKAS 38 Methods of Depreciation Bl RBE FTEREE
and Amortisation @RI E38 2k
SRR AR
Amendments to HKAS 27 Equity Method in Separate E‘%AE R ER B HRK
Financial Statements FAIHAEET R HEE=EE
Amendments to a number of Annual Improvements 2012- ETEAMSGEHE —_E2——F%
HKFRSs 2014 Cycle HAR| —E—F
BRI AR Bz FE
o HE
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2. APPLICATION OF NEW ANDREVISEDHONG 2. EAHITIRKEITE B H
KONG FINANCIAL REPORTING STANDARDS BHREERN(EBB KR
(“"HKFRSs") (Continued) HEA]) @)

(i) New and revised HKFRSs adopted by the (i) XEEEHRMBZHITIRR

Group (Continued)

(a

Amendments to HKAS 1 include narrow-focus (a)
improvements in respect of the presentation and

disclosure in consolidated financial statements. The

amendments clarify:

o the materiality requirements in HKAS 1;

o that specific line items in the statement of profit
or loss and the statement of financial position
may be disaggregated;

o that entities have flexibility as to the order in
which they present the notes to financial
statements; and

J that the share of other comprehensive income
of associates and joint ventures accounted for
using the equity method must be presented in
aggregate as a single line item, and classified
between those items that will or will not be
subsequently reclassified to profit or loss.
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2. APPLICATION OF NEW AND REVISED HONG 2. FERH i R KB &8 5
KONG FINANCIAL REPORTING STANDARDS BHREER(EFEBTFER
("HKFRSs") (Continued) £ 28 ]) @)

(i) New and revised HKFRSs adopted by the () XEBEHERZFHITRE
Group (Continued) BRI B BT KR EER @
Furthermore, the amendments clarify the requirements that LN ZEEETE S RSk
apply when additional subtotals are presented in the MERMERR ﬂqfﬁlj 8 HN N ET
statement of financial position and the statement of profit FaEANET ZEB I E
or loss. The amendments have had no significant impact on Foprig=AE a’j AR EREL
the Group's consolidated financial statements. f\BATE
(b) Amendments to HKAS 16 and HKAS 38 clarify the () FESAERF16HENE

principle in HKAS 16 and HKAS 38 that revenue B g R E R E385 B F]
reflects a pattern of economic benefits that are KR EEBWZF BB
generated from operating a business (of which the KE—BHEBK(BEPZE
asset is part) rather than the economic benefits that EAKE—H)MEE
are consumed through the use of the asset. As a BN SRR kR
result, a revenue-based method cannot be used to BERAUEEMFERAN
depreciate property, plant and equipment and may LR S o B AR
only be used in very limited circumstances to amortise BEBROGETTRIED
intangible assets. The amendments are applied ¥ BMEMEREBEZWE
prospectively. The amendments have had no impact BHEMNERLSBRONER
on the financial position or performance of the Group THEEVEE 25
as the Group has not used a revenue-based method IR BEER BRA
for the calculation of depreciation of its non-current EEWIFFERUAKSZ AE
assets. WMH R EFEEIFERBE
FTFF& ux#f DTT\/E;E\Q
REBEZHBARALEKER
B RE -
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2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (Continued)

(i)

New and revised HKFRSs adopted by the
Group (Continued)

()

Annual Improvements to HKFRSs 2012-2014 Cycle
issued in October 2014 sets out amendments to a
number of HKFRSs. Details of the amendments are as
follows:

HKFRS 5 Non-current Assets Held for Sale and
Discontinued Operations: Clarifies that changes to a
plan of sale or a plan of distribution to owners should
not be considered to be a new plan of disposal, rather
it is a continuation of the original plan. Accordingly,
there is no change in the application of the
requirements in HKFRS 5. The amendments also
clarify that changing the disposal method does not
change the date of classification of the non-current
assets or disposal group held for sale. The
amendments are applied prospectively. The
amendments have had no impact on the Group as
the Group did not have any change in the plan of sale
or disposal method in respect of the disposal group
held for sale during the year.
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2. APPLICATION OF NEW AND REVISED HONG 2. FEAH I R KB & & 8
KONG FINANCIAL REPORTING STANDARDS BHREERN(FBEBH
("HKFRSs") (Continued) £ 28 ]) @)

(ii) New and revised HKFRSs that have been (i) BHEENRERZHE

issued but not yet effective %‘;%ﬂk“TﬁlﬁﬁJfﬁiﬁ”:&
Bl

The Group has not early adopted the following new and AREBTERZENBHBHRA

revised HKFRSs that have been issued but are not yet REEMUATEBRMBEHKRE

effective, in these financial statements. W2 ¥R R EAER] BB B 3R
=R

Amendments to Statement of Cash Flows: Disclosure %.5‘ @R BehRhex:

HKAS 7 Initiative' 7sf%1 AR BEDE'
Amendments to Recognition of Deferred Tax Assets SR HAEREERER
HKAS 12 for Unrealised Losses' %12?)ﬁﬂ%ﬂ$ EEHREEE
Amendments to Classification and Measurement of EEMBRE AR BERNT
HKFRS 2 Share-based Payment Transactions? HERIE 2% R HHN D E R

EHIEN TE’
HKFRS 9 (2014) Financial Instruments? RENBHRSE SEIA?
HAIEH
(ZT—lm%F)
HKFRS 15 Revenue from Contracts with ERBRE KERFAHZ
Customers? ERIE15% ey
Amendments to Clarifications to HKFRS 15 Revenue ERTHRE BEEBUERS
HKFRS 15 from Contracts with Customers? ZEBI|E 155 B FE155
BETA REEFAEH
2z’
K (IFRIC)-Int 22 Foreign Currency Transactions and EF (BREHHE  IEXFEBN
Advance Consideration? £RBZE)  RE
—RBE2LR
Amendments to Transfers of Investment Property? EBatE]| REYE 8B’
HKAS 40 EXGACHN
HKFRS 16 Leases® BRBBRE ne?
ERIE 165
Amendments to Sale or Contribution of Assets ERIBERE Txﬁ%@ﬂﬁ ‘y‘ﬁ =
HKFRS 10 and between an Investor and its ERIE 105 & DAGAELE
HKAS 28 (2011) Associate or Joint Venture® EReE]| BHEELES
F28W BRI AR g
(ZE——%)
Amendments to Annual Improvements to HKFRSs ERRBRE BEEUBERE
HKFRSs 2014-2016 Cycle® EREETAR ER-Z-mF
E-T-RFHE
7 F RN
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2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (Continued)

(ii) New and revised HKFRSs that have been
issued but not yet effective (Continued)

' Effective for annual periods beginning on or after 1 January 2017

Effective for annual periods beginning on or after 1 January 2018
Effective for annual periods beginning on or after 1 January 2019

No mandatory effective date yet determined but available for adoption
Effective for annual periods beginning on or after 1 January 2017 or 1
January 2018, as appropriate

The Group has already commenced an assessment of the
impact of adopting the above new and revised HKFRSs to
the Group. The Group is not yet in a position to state
whether these pronouncements will result in substantial
changes to the Group’s accounting policies and financial
statements.
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2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (Continued)

(ii) New and revised HKFRSs that have been

issued but not yet effective (Continued)

Further information about those HKFRSs that are expected
to be applicable to the Group is as follows:

The HKICPA issued amendments to HKFRS 2 in August
2016 that address three main areas: the effects of vesting
conditions on the measurement of a cash-settled share-
based payment transaction; the classification of a share-
based payment transaction with net settlement features for
withholding a certain amount in order to meet the
employee’s tax obligation associated with the share-based
payment; and accounting where a modification to the
terms and conditions of a share-based payment transaction
changes its classification from cash-settled to equity settled.
The amendments clarify that the approach used to account
for vesting conditions when measuring equity-settled share-
based payments also applies to cash-settled share-based
payments. The amendments introduce an exception so that
a share-based payment transaction with net share
settlement features for withholding a certain amount in
order to meet the employee’s tax obligation is classified in
its entirety as an equity-settled share-based payment
transaction when certain conditions are met. Furthermore,
the amendments clarify that if the terms and conditions of
a cash-settled share-based payment transaction are
modified, with the result that it becomes an equity-settled
share-based payment transaction, the transaction is
accounted for as an equity-settled transaction from the
date of the modification. The Group expects to adopt the
amendments from 1 April 2018. The amendments are not
expected to have any significant impact on the Group’s
consolidated financial statements.
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2. APPLICATION OF NEW AND REVISED HONG 2. ERFIIRKREITETARAM
KONG FINANCIAL REPORTING STANDARDS BHREERN(EBB KR
(“"HKFRSs") (Continued) HEA ) @

(i) New and revised HKFRSs that have been (i) EEMEEKRERZHIHE
issued but not yet effective (Continued) REBIT BB BEREE

In September 2014, the HKICPA issued the final version of
HKFRS 9, bringing together all phases of the financial
instruments project to replace HKAS 39 Financial
Instruments Recognition and Measurement and all previous
versions of HKFRS 9. The standard introduces new
requirements for classification and measurement,
impairment and hedge accounting. The Group expects to
adopt HKFRS 9 from 1 April 2018. The Group is currently
assessing the impact of the standard upon adoption and
expects that the adoption of HKFRS 9 will have an impact
on the classification and measurement of the Group’s
financial assets. The Group is currently assessing the impact
of the standard.

Amendments to HKFRS 10 and HKAS 28 (2011) address an
inconsistency between the requirements in HKFRS 10 and
in HKAS 28 (2011) in dealing with the sale or contribution
of assets between an investor and its associate or joint
venture. The amendments require a full recognition of a
gain or loss when the sale or contribution of assets between
an investor and its associate or joint venture constitutes a
business. For a transaction involving assets that do not
constitute a business, a gain or loss resulting from the
transaction is recognised in the investor’s profit or loss only
to the extent of the unrelated investor’s interest in that
associate or joint venture. The amendments are to be
applied prospectively. The previous mandatory effective
date of amendments to HKFRS 10 and HKAS 28 (2011) was
removed by the HKICPA in January 2016 and a new
mandatory effective date will be determined after the
completion of a broader review of accounting for associates
and joint ventures. However, the amendments are available
for application now.
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2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (Continued)

(ii) New and revised HKFRSs that have been

issued but not yet effective (Continued)

HKFRS 15 establishes a new five-step model to account for
revenue arising from contracts with customers. Under
HKFRS 15, revenue is recognised at an amount that reflects
the consideration to which an entity expects to be entitled
in exchange for transferring goods or services to a
customer. The principles in HKFRS 15 provide a more
structured approach for measuring and recognising
revenue. The standard also introduces extensive qualitative
and quantitative disclosure requirements, including
disaggregation of total revenue, information about
performance obligations, changes in contract asset and
liability account balances between periods and key
judgements and estimates. The standard will supersede all
current revenue recognition requirements under HKFRSs. In
June 2016, the HKICPA issued amendments to HKFRS 15 to
address the implementation issues on identifying
performance obligations, application guidance on principal
versus agent and licenses of intellectual property, and
transition. The amendments are also intended to help
ensure a more consistent application when entities adopt
HKFRS 15 and decrease the cost and complexity of applying
the standard. The Group expects to adopt HKFRS 15 on 1
April 2018 and is currently assessing the impact of HKFRS
15 upon adoption.
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2. APPLICATION OF NEW AND REVISED HONG 2.
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (Continued)
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(ii) New and revised HKFRSs that have been (i) EEMENRERZHE
issued but not yet effective (Continued) ® i‘;ﬁé BT B BEREE
Al (@)
HKFRS 16 replaces HKAS 17 Leases, HK(IFRIC)-Int 4 BRUBREELFE165TENR
Determining whether an Arrangement contains a Lease, TEASEIMNIRIEE]
HK(SIC)-Int 15 Operating Leases — Incentives and HK(SIC)- & BB EREBEE
Int 27 Evaluating the Substance of Transactions Involving @)FAER B BT —HLTHR
the Legal Form of a Lease. The standard sets out the SR —HEHEE] FEEHR
principles for the recognition, measurement, presentation BLZE e E151K% ;ﬁ%fﬁ« il
and disclosure of leases and requires lessees to recognise g —HEINEFEBEHNR %#é
assets and liabilities for most leases. The standard includes BEE27IREEIF 1?5 £1$ =
two recognition exemptions for lessees — leases of low- BREIRSEG |- LR
value assets and short-term leases. At the commencement FETHERR % . §IJ =R A0
date of a lease, a lessee will recognise a liability to make WERRE - I ESKAME AR
lease payments (i.e., the lease liability) and an asset EEEEEHMENEHHEW
representing the right to use the underlying asset during Mo EERCEREESE E 1
the lease term (i.e., the right-of-use asset). The right-of-use BENBEN HERERHE ,%\
asset is subsequently measured at cost less accumulated EEMEGE EHER 11/*
depreciation and any impairment losses unless the right-of- ABABZATES E’] E5( ED
use asset meets the definition of investment property in HEET MR AE—BAE
HKAS 40. The lease liability is subsequently increased to WHER-BEERRETHER
reflect the interest on the lease liability and reduced for the NERIZNEER/RERBE
lease payments. Lessees will be required to separately BHEEEE) -BRZFHEEEES
recognise the interest expense on the lease liability and the EBEBGIELFIREEY
depreciation expense on the right-of-use asset. Lessees will EHREIN FREEEER
also be required to remeasure the lease liability upon the FA AR 2 53 & A RRE
occurrence of certain events, such as change in the lease BRETEREAE - HEAE
term and change in future lease payments resulting from a MEEZE - NS Rl K
change in an index or rate used to determine those BRAE & A S R A Al R AR
payments. Lessees will generally recognise the amount of ERENLfN - KBEAFTEE
the remeasurement of the lease liability as an adjustment to BRERAEEABENNEBRM
the right-of-use asset. Lessor accounting under HKFRS 16 is FHAEEENITEER - A
substantially unchanged from the accounting under HKAS ANEFTERAREEHRARE
17. Lessors will continue to classify all leases using the same N EHEESE  flwEE
classification principle as in HKAS 17 and distinguish BRELARBERAREES
between operating leases and finance leases. The Group LM ES RN E (T
expects to adopt HKFRS 16 on 1 April 2019 and is currently EHHNARKREEMNRTOEL -
assessing the impact of HKFRS 16 upon adoption. AEABREEHHERENE
Vi Ecm A RN ERAEEE
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2. APPLICATION OF NEW AND REVISEDHONG 2. EAHI RKBITEEH
KONG FINANCIAL REPORTING STANDARDS BHREER(EFEBTFER
("HKFRSs") (Continued) £ 28 ]) @)

(ii) New and revised HKFRSs that have been (i) BaERERER 2¥E*T
issued but not yet effective (Continued) ,?‘;% CHES-EE &

Bl ()
Amendments to HKAS 7 require an entity to provide BRI ERETIRIEFT AR
disclosures that enable users of financial statements to TERARBZEEN  HI KR
evaluate changes in liabilities arising from financing XEAEIG XL BRER S
activities, including both changes arising from cash flows LIS EHTEANBETH
and non-cash changes. The amendments will result in S B EEHMA - ZHFE
additional disclosure to be provided in the financial e MBI SRR E -
statements. The Group expects to adopt the amendments AREFBEHR _ZT—+F WA
from 1 April 2017, —HEBZEBE -
Amendments to HKAS 12 were issued with the purpose of EB A ERFEFNRHEEITAR
addressing the recognition of deferred tax assets for ERETERARAATFETENE
unrealised losses related to debt instruments measured at BITEHBOARAEREIRE {EEEL
fair value, although they also have a broader application for BEREMGHEENRE B
other situations. The amendments clarify that an entity, EMtEZERREMB /R °
when assessing whether taxable profits will be available ZEBITERBTEIIGRASR
against which it can utilise a deductible temporary AR BB TR =2 E
difference, needs to consider whether tax law restricts the M RN EREEEZER
sources of taxable profits against which it may make ARG TN R =R
deductions on the reversal of that deductible temporary O M ERBENA KR it
difference. Furthermore, the amendments provide guidance G (B ETANIR A T B AE 4 {a] B
on how an entity should determine future taxable profits TARKREZRB BT IS - W
and explain the circumstances in which taxable profit may R T ERM G A AR T —
include the recovery of some assets for more than their HEEMNLOKSBEBEAERR
carrying amount. The Group expects to adopt the SEHENBERL - AEBEFEHRL =
amendments from 1 April 2017. Z—tFNA-—BRERKAZSE
(EH
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SIGNIFICANT ACCOUNTING POLICIES

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

(a) Consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries and an
associate made up to 31 March.

(i) Subsidiaries

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

The Group applies the acquisition method of
accounting to account for business combinations. The
consideration transferred for the acquisition of a
subsidiary is the fair values of the assets transferred,
the liabilities incurred to the former owners of the
acquiree and the equity interests issued by the Group.
The consideration transferred includes the fair value
of any asset or liability resulting from a contingent
consideration arrangement. Acquisition-related costs
are expensed as incurred. Identifiable assets acquired
and liabilities and contingent liabilities assumed in a
business combination are measured initially at their
fair values at the acquisition date. On an acquisition-
by-acquisition basis, the Group recognises any non-
controlling interest in the acquiree either at fair value
or at the non-controlling interest’s proportionate
share of the acquiree’s net assets.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 3. FE& % @)
(a) Consolidation (Continued) (a) &RERE (@)
(i) Subsidiaries (Continued) (i) MEEE)
Acquisition-related costs are expensed as incurred. W EE AR AN E LB
R -
If the business combination is achieved in stages, the HEEBAEHOBERET
acquisition date fair value of the acquirer’s previously BI| U B8 75 5 BIT BT 15 1k W B
held equity interest in the acquiree is remeasured to TRENRKEBRSHNAF
fair value at the acquisition date through profit or BERWKREBHAFEEB
loss. BamEHteEo
Any contingent consideration to be transferred by the AEBMEZENETAHA
Group is recognised at fair value at the acquisition RERIKEBBEAFE
date. Subsequent changes to the fair value of the R kK AREBGRIE—
contingent consideration that is deemed to be an HEEXEE) AFED
asset or liability is recognised in the consolidated By iERETS2:
statement of profit or loss and other comprehensive EREIFEREEERK
income in accordance with HKAS 39. Contingent Efth 2 WU = R ERR o i
consideration that is classified as equity is not AR BEHEAEZT  F
remeasured, and its subsequent settlement is BEEHTE MERBLGS
accounted for within equity. HirEmP AR
Inter-company transactions, balances, and unrealised REIHMNR S  EB QA
gains or losses on transactions between group RS EHREAERU
companies are eliminated. Profits and losses resulting mHEESEHE - BER
from inter-company transactions that are recognised BEHMAINAAERH
in assets are also eliminated. Accounting policies of PrTEARBININEL -
subsidiaries have been changed where necessary to MEBARNEFHEERE
ensure consistency with the policies adopted by the BEEERIELNRE U
Group. REANE BN A) K —
B o
In the Company’s statement of financial position, the KA R BB BBARRK
investments in subsidiaries are stated at cost less AN RBRARZKE T
provision for impairment losses. Cost includes direct Ak A 0 BR RL(E B 1B B s
attributable costs of investment. The results of FIBR - K A B IEIRENE
subsidiaries are accounted for by the Company on the EEBRA - ANNT EH
basis of dividend received and receivable. BRrrlzEERBE W NE
I AR BB o
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(a) Consolidation (Continued)

(i)

(i)

(iii)

Subsidiaries (Continued)

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

Changes in ownership interests in
subsidiaries without change of control
Transactions with non-controlling interests that do
not result in loss of control are accounted for as
equity transactions — that is, as transactions with the
owners in their capacity as owners. The difference
between fair value of any consideration paid and the
relevant share acquired of the carrying value of net
assets of the subsidiary is recorded in equity. Gains or
losses on disposals to non-controlling interests are
also recorded in equity.

Disposal of subsidiaries

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

SIGNIFICANT ACCOUNTING POLICIES (continued)

(b) Associates

Associates are entities over which the Group has significant
influence but not control, generally accompanying a
shareholding of between 20% and 50% of the voting
rights. Investment in an associate is accounted for in the
consolidated financial statements by the equity method of
accounting. Under the equity method, the investment is
initially recognised at cost, and the carrying amount is
increased or decreased to recognise the investor’s share of
the profit or loss of the investee after the date of
acquisition. The Group's investment in an associate includes
goodwill identified on acquisition.

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

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

The Group determines at each reporting date whether
there is any objective evidence that the investment in the
associate is impaired. If this is the case, the Group calculates
the amount of impairment as the difference between the
recoverable amount of the associate and its carrying value
and recognises the amount adjacent to “share of results of
an associate” in the consolidated statement of profit or loss
and other comprehensive income.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(b)

(@]

(d)

Associates (Continued)

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

Gains and losses on dilution of equity interest in an
associate are recognised in the consolidated statement of
profit or loss and other comprehensive income.

Segment reporting

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

Foreign currency translation

(i) Functional and presentation currency

ltems included in the consolidated financial
statements of each of the Group’s entities are
measured using the currency of the primary economic
environment in which the entity operates (“the
functional currency”). The consolidated financial
statements are presented in Hong Kong dollars,
which is the Company's functional and the Group’s
presentation currency.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(d) Foreign currency translation (Continued)

(i)

Extrawell Pharmaceutical Holdings Limited

Transactions and balances

Foreign currency transactions are translated into the
functional currency using the exchange rates
prevailing at the dates of the transactions. Foreign
exchange gains and losses resulting from the
settlement of such transactions and from the
translation at year-end exchange rates of monetary
assets and liabilities denominated in foreign currencies
are recognised in the consolidated statement of profit
or loss and other comprehensive income.

Changes in the fair value of monetary securities
denominated in foreign currency classified as available
for sale are analysed between translation differences
resulting from changes in the amortised cost of the
security and other changes in the carrying amount of
the security. Translation differences related to
changes in amortised cost are recognised in profit or
loss, and other changes in carrying amount are
recognised in other comprehensive income.

Translation differences on non-monetary financial
assets and liabilities such as equity investments held
at fair value through profit or loss are recognised in
profit or loss as part of the fair value gains or losses.
Translation differences on non-monetary financial
assets such as equities investments classified as
available-for-sale are included in other comprehensive
income.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 3. F* E & % @)

(d) Foreign currency translation (Continued) (d) shEEBE (@)
(iii) Group entities (i) SEE®
The results and financial position of all the Group HI4L M B 2 5| E R
entities (none of which has the currency of a hyper- RZHERERRN TS
inflationary economy) that have a functional currency (BT EZEHBREE
different from the presentation currency are ZE) 2 FEMM BN

translated into the presentation currency as follows:

— assets and liabilities for each reporting period
presented are translated at the closing rate at
the end of the reporting period;

— income and expenses for each consolidated
statement of profit or loss and other
comprehensive income presented are translated
at average exchange rates (unless this average
is not a reasonable approximation of the
cumulative effect of the rates prevailing on the
transaction dates, in which case income and
expenses are translated at the dates of the
transactions); and

— all resulting exchange differences are recognised
as a separate component of equity.

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets
and liabilities of the foreign entity and translated at
the closing rate at the date of that transaction.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

(d) Foreign currency translation (Continued)

(iv) Disposal of foreign operation and partial

disposal

On disposal of a foreign operation (that is, a disposal
of the Group’s entire interest in a foreign operation,
or a disposal involving loss of control over a subsidiary
that includes a foreign operation, a disposal involving
loss of joint control over a joint venture that includes
a foreign operation, or a disposal involving loss of
significant influence over an associate that includes a
foreign operation), all of the currency translation
differences accumulated in equity in respect of that
operation attributable to the owners of the Company
are reclassified to profit or loss.
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(e) Property, plant and equipment (e) ME -BERZE
Property, plant and equipment are stated at historical cost Y BB MR T AR £ K
less accumulated depreciation and impairment losses (if KR E RBRERE(M
any). Historical cost includes expenditure that is directly B)FEE o FF Ak R B3 U BE =%
attributable to the acquisition of the items. Subsequent LEHEEEEESE ALY 2R
costs are included in the asset’s carrying amount or HIFEE A AR ERER
recognised as a separate asset, as appropriate, only when it AlEEmMAARNEB REER S5t E
is probable that future economic benefits associated with HBEARKAZIERLT  EEKAK
the item will flow to the Group and the cost of the item Fest \BEEF@EENERAE
can be measured reliably. All other repairs and maintenance BUYBEE(MBER) - TE EA
are charged in the consolidated statement of profit or loss HENREREELSHEELS
and other comprehensive income during the period in EEHZNMEMEEWEERINEG -
which they are incurred.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

(e) Property, plant and equipment (Continued)

Depreciation of property, plant and equipment is calculated
at rates sufficient to write off their cost or revalued
amounts less their residual values over the estimated useful
lives on a straight-line basis at the following rates per
annum.

Over the lease terms of
the relevant leasehold land
and 50 years if shorter

Buildings

6.67%-20%
10%-30%

Plant and machinery

Furniture, fixtures and
equipment

Motor vehicles 20%

Construction in progress represents buildings, plant and
machinery under construction or pending installation and is
stated at cost less impairment, if any. Cost includes the
costs of construction of buildings and costs of plant and
machinery. No provision for depreciation is made on
construction in progress until such time as the relevant
assets are completed and ready for intended use. When the
assets concerned are brought into use, the costs are
transferred to property, plant and equipment and
depreciated in accordance with the policy as stated above.

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

An asset’s carrying amount is written down immediately to
its recoverable amount if the asset’s carrying amount is
greater than its estimated recoverable amount.

Gains and losses on disposal are determined by comparing
the proceeds with the carrying amount and are recognised
within other gains and losses, net in the consolidated
statement of profit or loss and other comprehensive
income.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 3. FE& % @)

(f) Investment properties ) BREWE
Investment property is defined as property (land or a KEYWERTAEAE(REA
building — or part of a building — or both) held (by the ASKHEAEABIERE RS
owner or by the lessee under a finance lease) to earn B)ARBME S E NI ENE
rentals or for capital appreciation or both, rather than for: (a) KRTEB B W3 (iiﬂgi%?
use in the production of supply of goods or services or for — KB F E‘IS D—HME)
administrative purposes; or (b) sale in the ordinary course of WI:@QFAREEHEE R
business. R /T B A & (b)) El

XBBREPLHEIWE-
The land component of leasehold investment property is HEREMEZ LW BHILTE
accounted for as a prepaid land lease payment. it + 3 & I A LR -
The building component of investment properties is initially KEMEZEFIHED G IL
recognised at cost and subsequently carried at cost less AR HEBIRK AR ZT
accumulated depreciation and accumulated impairment EMZRBBEEE(WE)T
losses (if any). Depreciation is calculated using a straight- R-MEFRERESTE B
line method to allocate the depreciable amounts over the {EE el B FEHI30.25F N5 ]
estimated useful lives of 30.25 years. WESHE E -
The residual values and useful lives of investment properties REVHFELEEBRKREDY
are reviewed, and adjusted as appropriate, at each financial EOFBEAE }SZ A {F B F B i
year end. The effects of any revision are included in the oUW ERBEENRAE £7@
statement of profit or loss when the changes arise. B2 ERNBAFEHET A
BamEN e

(9) Intangible assets (9) BEEE
Intangible assets acquired separately BrRWENERLEE
Intangible assets with finite useful lives that are acquired BB W EE B B AR A {F B Ef
separately are carried at costs less accumulated amortisation M B E T IRK AR R 58
and any accumulated impairment losses. Amortisation for 85 M AEfa] 2 518 E B 18 51 iR
intangible assets with finite useful lives is recognised on a BEERAFEHRFHNERLEE
straight-line basis over their estimated useful lives. The IR ERERE MR
estimated useful life and amortisation method are reviewed FRHFIHRNBER - et EA
at the end of each reporting period, with the effect of any FHREREBEFEANSREERX
changes in estimate being accounted for on a prospective et MmhstzTAEEH T E
basis. WIEEEE AR -
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SIGNIFICANT ACCOUNTING POLICIES (continued)

(9) Intangible assets (Continued)

Intangible assets acquired separately (Continued)
Intangible assets with indefinite useful lives that are
acquired separately are carried at cost less any subsequent
accumulated impairment losses (see the accounting policy
in respect of impairment losses on tangible and intangible
assets below).

Internally-generated intangible assets — research
and development expenditure

Expenditure on research activities is recognised as an
expense in the period in which it is incurred. An internally-
generated intangible asset arising from development
activities (or from the development phase of an internal
project) is recognised if, and only if, all of the following
have been demonstrated:

—  the technical feasibility of completing the intangible
asset so that it will be available for use or sale;

— theintention to complete the intangible asset and use
or sell it;

— the ability to use or sell the intangible asset;

— how the intangible asset will generate probable
future economic benefits;

— the availability of adequate technical, financial and
other resources to complete the development and to
use or sell the intangible asset; and

— the ability to measure reliably the expenditure
attributable to the intangible asset during its
development.

The amount initially recognised for internally-generated
intangible asset is the sum of the expenditure incurred from
the date when the intangible asset first meets the
recognition criteria listed above. Where no internally-
generated intangible asset can be recognised, development
expenditure is recognised in profit or loss in the period in
which it is incurred.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 3. F E & % @)

(9) BEEE @)

(9) Intangible assets (Continued)

Extrawell Pharmaceutical Holdings Limited 88

Internally-generated intangible assets — research
and development expenditure (Continued)
Subsequent to initial recognition, internally-generated
intangible assets are reported at cost less accumulated
amortisation and accumulated impairment losses (if any),
on the same basis as intangible assets that are acquired
separately.

Intangible assets, which comprise rights to technological
know-how and rights to commercially exploit certain gene
inventions and goodwill, are stated at cost less accumulated
amortisation and impairment losses. The categories of
intangible assets are summarised as follows:

(i)  Technological know-how
This category consists of rights to technological know-
how for the development and production of general
pharmaceutical products which are amortised on a
straight-line basis over the estimated economic lives
from seven to fourteen years commencing in the year
when the rights are available for use.

(i)  Gene invention rights
The cost of gene invention rights is amortised over
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the lives of the rights granted for the invention of a 7] E 5 B A AR RE AR
period up to a maximum of twenty years. R +F#5H-
(iii)  Goodwill (iii) BE&

Goodwill arising on an acquisition of a business is
carried at cost as established at the date of acquisition
of the business (see the accounting policy above) less
accumulated impairment losses, if any, and is
recognised in the consolidated statement of financial
position as “intangible assets”.

For the purposes of impairment testing, goodwill is
allocated to each of the Group’s cash-generating
units (or groups of cash-generating units) that is
expected to benefit from the synergies of the
combination.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 3. F* E & % @)

(g) Intangible assets (Continued) (9) BFEE @)
Internally-generated intangible assets — research ARELERTEE —HEE
and development expenditure (Continued) ¥ (&)

(iii) Goodwill (Continued) (i) P& ()

A cash-generating unit to which goodwill has been
allocated is tested for impairment annually or more
frequently when there is indication that the unit may
be impaired. For goodwill arising on an acquisition in
a reporting period, the cash-generating unit to which
goodwill has been allocated is tested for impairment
before the end of that reporting period. If the
recoverable amount of the cash-generating unit is less
than its carrying amount, the impairment loss is
allocated first to reduce the carrying amount of any
goodwill allocated to the unit and then to the other
assets of the unit on a pro-rata basis based on the
carrying amount of each asset in the unit. Any
impairment loss for goodwill is recognised directly in
profit or loss. An impairment loss recognised for
goodwill is not reversed in subsequent periods.

On disposal of the relevant cash-generating unit, the
attributable amount of goodwill is included in the
determination of the amount of profit or loss on
disposal.
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Extrawell Pharmaceutical Holdings Limited 90

SIGNIFICANT ACCOUNTING POLICIES (continued)

(h) Impairment on tangible and intangible

assets other than goodwill (see the
accounting policy in respect of goodwill
above)

At the end of the reporting period, the Group reviews the
carrying amounts of its tangible and intangible assets with
finite useful lives to determine whether there is any
indication that those assets have suffered an impairment
loss. If any such indication exists, the recoverable amount of
the asset is estimated in order to determine the extent of
the impairment loss, if any. When it is not possible to
estimate the recoverable amount of an individual asset, the
Group estimates the recoverable amount of the cash-
generating unit to which the asset belongs. When a
reasonable and consistent basis of allocation can be
identified, corporate assets are also allocated to individual
cash-generating units, or otherwise they are allocated to
the smallest group of cash-generating units for which a
reasonable and consistent allocation basis can be identified.

Intangible assets with indefinite useful lives and intangible
assets not yet available for use are tested for impairment at
least annually, and whenever there is an indication that
they may be impaired.

Recoverable amount is the higher of fair value less costs of
disposal and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the
risks specific to the asset for which the estimates of future
cash flows have not been adjusted.

If the recoverable amount of an asset (or a cash-generating
unit) is estimated to be less than its carrying amount, the
carrying amount of the asset (or a cash-generating unit) is
reduced to its recoverable amount. An impairment loss is
recognised immediately in profit or loss.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(h) Impairment on tangible and intangible

(i)

()

assets other than goodwill (see the
accounting policy in respect of goodwill
above) (Continued)

Where an impairment loss subsequently reverses, the
carrying amount of the asset (or cash-generating unit) is
increased to the revised estimate of its recoverable amount,
but so that the increased carrying amount does not exceed
the carrying amount that would have been determined had
no impairment loss been recognised for the asset (or a
cash-generating unit) in prior years. A reversal of an
impairment loss is recognised immediately in profit or loss.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined using the weighted average
method. The cost of finished goods and work in progress
comprises raw materials, direct labour, other direct costs
and related production overheads (based on normal
operating capacity). Net realisable value represents the
estimated selling price for inventories less all estimated
costs of completion and costs necessary to make the sale.

Financial instruments

Financial assets and financial liabilities are recognised when
a group entity becomes a party to the contractual provisions
of the instrument.

Financial assets and financial liabilities are initially measured
at fair value. Transaction costs that are directly attributable
to the acquisition or issue of financial assets and financial
liabilities (other than financial assets or financial liabilities at
fair value through profit or loss) are added to or deducted
from the fair value of the financial assets or financial
liabilities, as appropriate, on initial recognition. Transaction
costs directly attributable to the acquisition of financial
assets or financial liabilities at fair value through profit or
loss are recognised immediately in profit or loss.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(j)  Financial instruments (Continued)

(i)

Extrawell Pharmaceutical Holdings Limited 92

Financial assets

Financial assets are classified into the following
specified categories: financial assets at fair value
through profit or loss (“FVTPL"), held-to-maturity
investments, available-for-sale (“AFS”) financial assets
and loans and receivables. The classification depends
on the nature and purpose of the financial assets and
is determined at the time of initial recognition.

Effective interest method

The effective interest method is a method of
calculating the amortised cost of a debt instrument
and of allocating interest income over the relevant
period. The effective interest rate is the rate that
exactly discounts estimated future cash receipts
(including all fees and points paid or received that
form an integral part of the effective interest rate,
transaction costs and other premiums or discounts)
through the expected life of the debt instrument, or,
where appropriate, a shorter period, to the net
carrying amount on initial recognition.

Interest income is recognised on an effective interest
basis for debt instruments other than those financial
assets classified as at FVTPL, of which interest income
is included in the "other gains or losses’ line item.

Financial assets at FVTPL
Financial assets are classified as at FVTPL when the

financial asset is either held for trading or it is
designated as at FVTPL.
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3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

()

Financial instruments (Continued)

(i)

Financial assets (Continued)
Financial assets at FVTPL (Continued)

A financial asset is classified as held for trading if:

— it has been acquired principally for the purpose
of selling in the near term; or

— oninitial recognition it is a part of a portfolio of
identified financial instruments that the Group
manages together and has a recent actual
pattern of short-term profit-taking; or

— it is a derivative that is not designated and
effective as a hedging instrument.

Financial assets at FVTPL are stated at fair value, with
any gains or losses arising on remeasurement
recognised in profit or loss. The net gain or loss
recognised in profit or loss includes any dividend or
interest earned on the financial assets and is included
in the 'other gains and losses’ line item. Fair value is
determined in the manner described in note 6.

Embedded derivatives

Derivatives embedded in non-derivative host contracts
are treated as separate derivatives when they meet
the definition of a derivative, their risks and
characteristics are not closely related to those of the
host contracts and the host contracts are not
measured at FVTPL.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(j)  Financial instruments (Continued)

(i)
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Financial assets (Continued)

Investments in convertible bonds

The component parts of the convertible bonds are
classified separately as debt component and
conversion option derivative.

At the date of acquisition of the convertible bonds,
the debt and derivative components are recognised at
fair value. In subsequent periods, the debt component
of the convertible bonds is carried at amortised cost
using the effective interest method. The conversion
option derivative is measured at fair value with
changes in fair value recognised in profit or loss.

Transaction costs that relate to the acquisition of the
convertible bonds are allocated to the debt and
derivative components in proportion to their relative
fair values. Transaction costs relating to the derivative
components are charged to profit or loss immediately.
Transaction costs relating to the debt component are
included in the carrying amount of the debt portion
and amortised over the tenor of the convertible bonds
using the effective interest method.

AFS financial assets

AFS financial assets are non-derivatives that are either
designated as available-for-sale or are not classified as
(a) loans and receivables, (b) held-to-maturity
investments or (c) financial assets at FVTPL. The Group
designated unlisted investments in BEAR( /82 EE
EREER AT (“Shanghai Longmark”) as AFS
financial assets on initial recognition of those items.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(j)  Financial instruments (Continued)

(i)

Financial assets (Continued)

AFS financial assets (Continued)

Dividends on AFS equity instruments are recognised
in profit or loss when the Group’s right to receive the
dividends is established.

AFS equity investments that do not have a quoted
market price in an active market and whose fair value
cannot be reliably measured and derivatives that are
linked to and must be settled by delivery of such
unquoted equity investments are measured at cost
less any identified impairment losses at the end of
each reporting period (see the accounting policy in
respect of impairment loss on financial assets below).

Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that are
not quoted in an active market. Subsequent to initial
recognition, loans and receivables (including trade
receivables, other receivables, pledged bank deposits,
bank balances and amount due from an associate)
are measured at amortised cost using the effective
interest method, less any identified impairment losses
(see accounting policy on impairment of financial
assets below).

Interest income is recognised by applying the effective
interest rate, except for short-term receivables where
the recognition of interest would be immaterial.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(j)  Financial instruments (Continued)

(i)

Extrawell Pharmaceutical Holdings Limited 96

Financial assets (Continued)

Impairment of financial assets

Financial assets, other than those at FVTPL, are
assessed for indicators of impairment at the end of
each reporting period. Financial assets are considered
to be impaired when there is objective evidence that,
as a result of one or more events that occurred after
the initial recognition of the financial asset, the
estimated future cash flows of the financial assets
have been affected.

For all other financial assets, objective evidence of
impairment could include:

— significant financial difficulty of the issuer or
counterparty; or

—  breach of contract, such as a default or
delinguency in interest or principal payments; or

— it becoming probable that the borrower will
enter bankruptcy or financial re-organisation.

For certain categories of financial assets, such as trade
receivables, assets that are assessed not to be
impaired individually are, in addition, assessed for
impairment on a collective basis.

Objective evidence of impairment for a portfolio of
receivables could include the Group’s past experience
of collecting payments, an increase in the number of
delayed payments in the portfolio past the average
credit period of 120 to 180 days, observable changes
in national or local economic conditions that correlate
with default on receivables.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(j)  Financial instruments (Continued)

(i)

Financial assets (Continued)

Impairment of financial assets (Continued)

For financial assets carried at amortised cost, the
amount of the impairment loss recognised is the
difference between the asset’s carrying amount and
the present value of the estimated future cash flows
discounted at the financial asset’s original effective
interest rate.

The carrying amount of the financial asset is reduced
by the impairment loss directly for all financial assets
with the exception of trade receivables, where the
carrying amount is reduced through the use of an
allowance account. Changes in the carrying amount
of the allowance account are recognised in profit or
loss. When a trade receivable is considered
uncollectible, it is written off against the allowance
account. Subsequent recoveries of amounts previously
written off are credited to profit or loss.

For financial assets carried at cost, the amount of the
impairment loss is measured as the difference
between the asset’s carrying amount and the present
value of the estimated future cash flows discounted
at the current market rate of return for a similar
financial asset. Such impairment loss will not be
reversed in subsequent periods.

For financial assets measured at amortised cost, if, in
a subsequent period, the amount of the impairment
loss decreases and the decrease can be related
objectively to an event occurring after the impairment
was recognised, the previously recognised impairment
loss is reversed through profit or loss to the extent
that the carrying amount of the investment at the
date the impairment is reversed does not exceed
what the amortised cost would have been had the
impairment not been recognised.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 3. * E &3 HE @)
() Financial instruments (Continued) () &EMIAuwm
(ii) Financial liabilities and equity instruments (i) *tMEBRRATIA
Debt and equity instruments issued by a group entity SBEERBETZEBER
are classified as either financial liabilities or as equity ATENDBESHLHEZ
in accordance with the substance of the contractual NEESREERRAT
arrangements and the definitions of a financial BEvEEDEAeREE
liability and an equity instrument. SRR o
Equity instruments RATA
An equity instrument is any contract that evidences a AT EATDEFEREERER
residual interest in the assets of an entity after MEMBEABEREZEEY
deducting all of its liabilities. Equity instruments issued BERBEZZEANES
by the Company are recognised at the proceeds B o RARIBITZRAL
received, net of direct issue costs. Bz W Z FT{5 B K
BEEBITHAMER -
Other financial liabilities HttzmEE
Other financial liabilities including trade and bills EmemaE(R2EES
payables, accruals and other payables and amount ENERRENEE &
due to an associate are subsequently measured at IRE A N E b FE R IE A
amortised cost, using the effective interest method. NERM—EEE DR
H) B AERNXX
RBEPCARNGT & o
Effective interest method BB R E %
The effective interest method is a method of ERANEEZDAESRE
calculating the amortised cost of a financial liability BZEERARES B
and of allocating interest expense over the relevant MARBESAMEXHEZH
period. The effective interest rate is the rate that EoBBRMETIRERMEA
exactly discounts estimated future cash payments Bz F 8z (WEA)
(including all fees and points paid or received that B 55 HA A 1 BT R 2R 3R
form an integral part of the effective interest rate, ENR(BEREBKE
transaction costs and other premiums or discounts) BRAEREEIE S 2 Bk
through the expected life of the financial liability, or, ERERREEH RXHK
where appropriate, a shorter period, to the net AN H MG BT E) &
carrying amount on initial recognition. Interest BTN YEER 2EE
expense is recognised on an effective interest basis. FEZMEFEFRZTY
RERN EEERER -
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(j)  Financial instruments (Continued)

(ii)

Financial liabilities and equity instruments
(Continued)

Convertible bonds containing liability and equity
components

Convertible bonds issued by the Company that
contain both liability and conversion option
components are classified separately into respective
items on initial recognition in accordance with the
substance of the contractual arrangements and the
definitions of a financial liability and an equity
instrument. Conversion option that will be settled by
the exchange of a fixed amount of cash or another
financial asset for a fixed number of the Company’s
own equity instruments is an equity instrument.

On initial recognition of convertible bonds issued by
the Company, the fair value of the liability component
is determined using the prevailing market interest of
similar non-convertible debts. The difference between
the gross proceeds of the issue of the convertible
bonds and the fair value assigned to the liability
component, representing the conversion option for
the holder to convert the convertible bonds into
equity, is included in equity (convertible bonds equity
reserve).

In subsequent periods, the liability component of the
convertible bonds is carried at amortised cost using
the effective interest method. The equity component,
representing the option to convert the liability
component into ordinary shares of the Company, will
remain in convertible bonds equity reserve until the
embedded option is exercised (in which case the
balance stated in convertible bonds equity reserve will
be transferred to share premium). Where the option
remains unexercised at the expiry date, the balance
stated in convertible bonds equity reserve will be
released to the accumulated profits. No gain or loss is
recognised in profit or loss upon conversion or
expiration of the option.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(j)  Financial instruments (Continued)

(i)

Extrawell Pharmaceutical Holdings Limited

Financial liabilities and equity instruments
(Continued)

Convertible bonds containing liability and equity
components (Continued)

Transaction costs that relate to the issue of the
convertible bonds are allocated to the liability and
equity components in proportion to the allocation of
the gross proceeds. Transaction costs relating to the
equity component are charged directly to equity.
Transaction costs relating to the liability component
are included in the carrying amount of the liability
portion and amortised over the period of the
convertible bonds using the effective interest method.

Derecognition

The Group derecognises a financial asset only when
the contractual rights to the cash flows from the asset
expire, or when it transfers the financial asset and
substantially all the risks and rewards of ownership of
the asset to another entity.

On derecognition of a financial asset in its entirety,
the difference between the asset’s carrying amount
and the sum of the consideration received and
receivable and the cumulative gain or loss that had
been recognised in other comprehensive income and
accumulated in equity is recognised in profit or loss.

The Group derecognises financial liabilities when, and
only when, the Group’s obligations are discharged,
cancelled or expire. The difference between the
carrying amount of the financial liability derecognised
and the consideration paid and payable is recognised
in profit or loss.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(k)

0)

(m)

Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits
held at call with banks and other short-term highly liquid
investments with original maturities of three months or less.

Provisions

Provisions are recognised when the Group has a present
obligation (legal or constructive) as a result of a past event,
it is probable that the Group will be required to settle that
obligation, and a reliable estimate can be made of the
amount of the obligation. Provisions are measured at the
best estimate of the consideration required to settle the
present obligation at the end of the reporting period,
taking into account the risks and uncertainties surrounding
the obligation. When a provision is measured using the
cash flows estimated to settle the present obligation, its
carrying amount is the present value of those cash flows
(where the effect of the time value of money is material).

Borrowings

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

Fee paid on the establishment of loan facilities are
recognised as transaction costs of the loan to the extent
that it is probable that some or all of the facility will be
drawn down. In this case, the fee is deferred until the
drawdown occurs. To the extent there is capitalised as a
prepayment for liquidity services and amortised over the
period of the facility to which it relates.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement of the
liability for at least 12 months after the end of reporting
period.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 3. FE& % @)

(n) Government grants (n) BF®EY
Grants from the government are recognised at their fair EREAEETE SRR BT
value where there is a reasonable assurance that the grant By MASEBFETTAWNE
will be received and the Group will comply with all attached 1R - BN IR E A FEER -
conditions.
Government grants relating to costs are deferred and BB KA BT B R
recognised in the consolidated statement of profit or loss FE - 30 R % A R R B B E B E
and other comprehensive income over the period necessary HEMKARSMENHBA
to match them with the costs that they are intended to et EakEtM2EKER
compensate. T LAMER ©
Government grants relating to property, plant and BEWE BMENMEZEHEOBRF
equipment are included in non-current liabilities as deferred MBI AIETRHEEN AR
income on government grants and are credited to the BT B 2 E W A - IR
consolidated statement of profit or loss and other EREENTEHFRANKESR
comprehensive income on a straight-line basis over the HEEFAGEBEMNEMEE
expected lives of the related assets. Wk o

(o) Borrowing costs (o) BER
Borrowing costs directly attributable to the acquisition, Wi BEEXEERBEREE
construction or production of qualifying assets, which are (EAEEE e ENHETE
assets that necessarily take a substantial period of time to FRIHERRNEE) HEE
get ready for their intended use or sale, are added to the HHEERAN DTMAZEE
cost of those assets until such time as the assets are ERNKA BEZEEERNH
substantially ready for their intended use or sale. A EFEARHEREALL -
All other borrowing costs are recognised in profit or loss in FrEHEMEEREADTREESE
the period in which they are incurred. HIM R IB S P RER -

(p) Taxation (p) BiE
Income tax expense represents the sum of the tax currently FriefiZ MR E BB &
payable and deferred tax. EIER I AR o
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 3. F* E & % @)

(p) Taxation (Continued) (p) I8 (@)

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from “profit before tax” as
reported in the consolidated statement of profit or loss and
other comprehensive income because of income or expense
that are taxable or deductible in other years and items that
are never taxable or deductible. The Group’s liability for
current tax is calculated using tax rates that have been
enacted or substantively enacted by the end of the
reporting period.

Deferred tax is recognised on temporary differences
between the carrying amounts of assets and liabilities in the
consolidated financial statements and the corresponding
tax base used in the computation of taxable profit. Deferred
tax liabilities are generally recognised for all taxable
temporary differences. Deferred tax assets are generally
recognised for all deductible temporary differences to the
extent that it is probable that taxable profits will be
available against which those deductible temporary
differences can be utilised. Such assets and liabilities are not
recognised if the temporary difference arises from goodwill
or from the initial recognition (other than in a business
combination) of other assets and liabilities in a transaction
that affects neither the taxable profit nor the accounting
profit.

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries and
an associate, except where the Group is able to control the
reversal of the temporary difference and it is probable that
the temporary difference will not reverse in the foreseeable
future. Deferred tax assets arising from deductible
temporary differences associated with such investments
and interests are only recognised to the extent that it is
probable that there will be sufficient taxable profits against
which to utilise the benefits of the temporary differences
and they are expected to reverse in the foreseeable future.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 3. FE& % @)

(p) Taxation (Continued) (p) BiIE (@)
The carrying amount of deferred tax assets is reviewed at BEXERBEEZHREABIRS
the end of each reporting period and reduced to the extent MEARETRN URTE
that it is no longer probable that sufficient taxable profits A BE B 2 % FE AR B s A AT R
will be available to allow all or part of the asset to be [B] & FB ok 7 5 & E R 1EF R ©
recovered.
Deferred tax assets and liabilities are measured at the tax REHEEERABRRER R
rates that are expected to apply in the period in which the EHREHEMKIELEEBM 2
liability is settled or the asset is realised, based on tax rate (and ME(RBR)REHEARE
tax laws) that have been enacted or substantively enacted EEENEHEERB I HX
by the end of the reporting period. &
The measurement of deferred tax liabilities and assets BELMEBEREEZHER
reflects the tax consequences that would follow from the BN RN R g
manner in which the Group expects, at the end of the S EEEEENEBEREEY
reporting period, to recover or settle the carrying amount FREEEZMBER-
of its assets and liabilities.
Current and deferred tax are recognised in profit or loss, BIVHA B 3 A £ 18 72 18 25 W RR
except when they relate to items that are recognised in MEEREMEE R A EE
other comprehensive income or directly in equity, in which NREZPEZNBEBEEBEER
case, the current and deferred tax are also recognised in SN I IE SRR - BN HR I GE
other comprehensive income or directly in equity FMIBIr o B H A4 2 U S sk
respectively. Where current tax or deferred tax arises from BEENERZANER - A2
the initial accounting for a business combination, the tax BEMFETVBRSTEEmE
effect is included in the accounting for the business AWM IERELCHIAEM
combination. EOBRBEEDNGAEBAM

BEETEER -

(g) Retirement benefit costs and termination () BRBRNERARLILER
benefits
Payments to state-managed retirement benefit schemes RE R REF 58 Kok
and the Mandatory Provident Fund Scheme are recognised BlEABESFENETNES
as an expense when employees have rendered service RUHBREMAEEES HERE
entitling them to the contributions. REBFAXL
Termination benefits are recognised when, and only when, RIEBRHNE(REE) NEET]
the Group demonstrably commits itself to terminate EOFEREKIEIEAKNAFR
employment or to provide benefits as a result of voluntary &F 1 =\ ET &1 (% 51 &1 3 7~ 7] g2
redundancy by having a detailed formal plan which is H)BEFEE B TUARER -
without realistic possibility of withdrawal.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(r)

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable. Revenue is reduced for estimated
customer returns, rebates and other similar allowances.

Revenue from the sale of pharmaceutical products
manufactured by the Group and trading of pharmaceutical
products is recognised when the goods are delivered and
titles have passed, at which time all the following conditions
are satisfied:

— the Group has transferred to the buyer the significant
risks and rewards of ownership of the goods;

— the Group retains neither continuing managerial
involvement to the degree usually associated with
ownership nor effective control over the goods sold;

— the amount of revenue can be measured reliably;

— it is probable that the economic benefits associated
with the transaction will flow to the Group; and

—  the costs incurred or to be incurred in respect of the
transaction can be measured reliably.

Interest income from a financial asset is recognised when it
is probable that the economic benefits will flow to the
Group and the amount of income can be measured reliably.
Interest income is accrued on a time basis, by reference to
the principal outstanding and at the effective interest rate
applicable, which is the rate that exactly discounts the
estimated future cash receipts through the expected life of
the financial asset to that asset’s net carrying amount on
initial recognition.

The Group’s accounting policy for recognition of revenue
from operating leases is described in the accounting policy
for leasing below.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

For consistency

(s) Leasing

(i)

Operating leases (As a lessee)

Leases in which a significant portion of the risks and
rewards of ownership are retained by the lessor are
classified as operating leases. Payments made under
operating leases (net of any incentives received from
the lessor) are charged in the consolidated statement
of profit or loss and other comprehensive income on
a straight-line basis over the period of the lease term.
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(i) Operating leases (As a lessor) (i) MEBAPDUEREHEAN)
The Group leases investment properties under AEEREBEL&LEHEAOEME
operating leases, the assets are included in the REMHE EERRHEMK
consolidated statement of financial position according TREETHERITEA
to their nature and where applicable, are depreciated B R(WWER)KR X
in accordance with the Group’s depreciation policies, Bt 5E3(F) P & 2 AN &£ @ 37
as set out in note 3(f) above. Revenue arising from ERNRETHE - BEE
assets leased out under operating leases is recognised DEREEEERENE
when the assets are leased in accordance with the BANAHEER  BIREL
substance of the relevant lease agreements. EHEOEHRCBEERMESL

Rl e T AR -

(iii) Finance leases (i) MEMEE
Leases that substantially transfer to the Group all the MEHERKEBHEREEE
risks and rewards of ownership of assets are 2 B K [0 5K 48 K5 o 3
accounted for as finance leases. At the ETAEE 2 2HE- M
commencement of the lease term, a finance lease is B st EHE UM
capitalised at the lower of the fair value of the leased EEEz A FERREM
asset and the present value of the minimum lease cHRE(SENHEBAMAS
payments, each determined at the inception of the B ZBRIEERETER -
lease term.

The corresponding liability to the lessor is included in HHANEEEERTE
the statement of financial position as finance lease RS 3R BN VE FE S BE B AR
payable. Lease payments are apportioned between E-HENZRABMEEHR
the finance charge and the reduction of the KRB RS &R M
outstanding liability. The finance charge is allocated EE B - EBERMNHE
to each period during the lease term so as to produce HRE MDA M
a constant periodic rate of interest on the remaining BEMAEERENEDN
balance of the liability. BREE -
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(s)

(t)

Leasing (Continued)

(iii) Finance leases (Continued)
Assets under finance leases are depreciated the same
as owned assets over the shorter of the lease term
and their estimated useful lives.

(iv) Lease of land and building

When a lease includes both land and building
elements, the Group assesses the classification of
each element as a finance or an operating lease
separately based on the assessment as to whether
substantially all the risks and rewards incidental to
ownership of each element have been transferred to
the Group. Specifically, the minimum lease payments
(including any lump-sum upfront payments) are
allocated between the land and the building elements
in proportion to the relative fair values of the
leasehold interests in the land element and building
element of the lease at the inception of the lease.

To the extent the allocation of the lease payments
can be made reliably, interest in leasehold land that is
accounted for as an operating lease is presented as
“prepaid lease payments” in the consolidated
statement of financial position and are initially stated
at cost and subsequently recognised on the straight-
line basis over the lease terms. When the lease
payments cannot be allocated reliably between the
land and building elements, the entire lease payments
are included in the cost of the land and buildings as a
finance lease in property, plant and equipment.
Unless it is clear that both elements are operating
lease, in which case the entire lease is classified as an
operating lease.

Dividend distribution

Dividend distribution to the Company’s shareholders is
recognised as a liability in the Group’s and the Company'’s
financial statements in the year in which the dividends are
approved by the Company’s shareholders or directors,
where appropriate.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 3. F E & % @)

(u) Related parties (u) BEEETS
A related party is a person or entity that is related to the LTHAEEBFE@E 2 EAAXE
Group if: BEERE T -
(@ A person or a close member of that person’s family is (@ MWEBULTAL  BIZZAZL
related to the Group if that person: AT ZIREARE
B

(i)  has control or joint control over the Group; () = H sk KR E S K

£8:

(i) has significant influence over the Group; or (i) HAXEBFBBEKRY

25
(i) is a member of the key management personnel iy BAEBHANE
of the Group or of the parent of the Group. RAZEEZERE
B8 o
(b) An entity is related to the Group if any of the (b) A THEMA M- 8l
following conditions applies: ZEREASEBEH -

() The entity and the Group are members of the () ZEEEAEZEBHE
same group (which means that each parent, F—%BEZKER
subsidiary and fellow subsidiary is related to the EIQE =SS/ =TI )
others). BERARIERBERWNEB

NAREEBR) -

(i) One entity is an associate or joint venture of the (ih —HEEBAS—F
other entity (or an associate or joint venture of S B E R REHE
a member of a group of which the other entity BHhE(RR—TE
is a member). F%%B‘ﬁ—FEXE\Q\

7 ZEERNEHE
EREIKBRR)

(i) Both entities are joint ventures of the same (i) WMEEEHAR—
third party. FoAEEDRE-

(iv)  One entity is a joint venture of a third entity and vv —HEBEBAEBE=H
the other entity is an associate of the third BEREZ2EELE M
entity. SF—ERBRZE=

FERBEE QG -
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(u) Related parties (Continued)

(b) An entity is related to the Group if any of the
following conditions applies: (Continued)

(v)  The entity is a post-employment benefit plan
for the benefit of employees of either the
reporting entity or an entity related to the
reporting entity. If the reporting entity is itself
such a plan, the sponsoring employers are also
related to the reporting entity.

(vi)  The entity is controlled or jointly controlled by a
person identified in (a).

(vii) A person identified in (a) has significant
influence over the entity or is a member of the
key management personnel of the entity (or of
a parent of the entity).

(viii) The entity, or any member of a group of which
it is a part, provides key management personnel
services to the reporting entity or to the parent
of the Group.

4. KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Group’s accounting policies, which are
described in note 3 to the consolidated financial statements, the
directors of the Company are required to make judgements,
estimates and assumptions about the carrying amounts of assets
and liabilities that are not readily apparent from other sources.
The estimates and associated assumptions are based on historical
experience and other factors that are considered to be relevant.
Actual results may differ from these estimates.
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KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

The estimates and underlying assumptions are reviewed on an
on-going basis. Revisions to accounting estimates are recognised
in the period in which the estimate is revised if the revision affects
only that period, or in the period of the revision and future
periods if the revision affects both current and future periods.

The following are the key assumptions concerning the future, and
other key sources of estimation uncertainty at the end of the
reporting period, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within
the next financial year.

Impairment of interest in an associate

The interest in an associate represents interest in Smart Ascent
Limited and its subsidiaries (the “Smart Ascent Group”). The major
asset held by the Smart Ascent Group is the intangible asset in
relation to an in-process research and development project (the
“In-process R&D") involving an oral insulin product (the “Product”).
As at 31 March 2017, the carrying amount of interest in an
associate is HK$330,969,000 (2016: HK$333,866,000), which is
highly dependent upon further research and development work
required to be carried out, results of the clinical trials, the
successful launching of the Product and the appropriate key
assumptions to be applied in preparing cash flow projections. In
addition, the recoverable amount of the In-process R&D which is
not yet available for use and is determined based on fair value
calculation. These calculations require the use of estimates and
assumptions made by management on the future operation of the
business, pre-tax discount rates, and other assumptions underlying
the fair value calculations. In addition, the management based on
an assumption that Smart Ascent Group would be successful in
obtaining the regulatory approvals from the relevant government
bodies and launching the Product by the end of 2019.
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KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

Impairment of interest in an associate (Continued)

Should the actual outcome of the clinical trials and the launching
of the Product be unsuccessful, or the likelihood and timing in
obtaining the regulatory approvals from the relevant government
bodies to launch the Product to be unrealised or the key
assumptions applied in preparing the cash flow projections from
the Product in assessing impairment, including the discount rates
or growth rate assumptions applied in the cash flow projections
on the In-process R&D, turn out to be unrealised, it could
materially affect the net present value in the impairment test and
as a result affect the Group’s interest in the associate. It will
consequently have an adverse effect on the net assets and the
results of the Group.

The directors of the Company performed an impairment
assessment on the Group's interest in an associate as at 31 March
2017, with reference to the valuation report prepared by an
independent qualified valuer, Roma Appraisals Limited, by using
asset-based approach. The fair value of the Group’s interest in an
associate as at 31 March 2017 was valued at HK$471,000,000
and the directors are of the view that no impairment loss is
required.

Allowance for bad and doubtful debts

The allowance for bad and doubtful debts of the Group is
estimated based on the evaluation of collectability and aging
analysis of individual trade debts performed by the management.
A considerable amount of judgement is required in assessing the
ultimate realisation of these receivables, including the current
creditworthiness and the past collection history of each customer.
If the financial conditions of customers of the Group were to
deteriorate, resulting in an impairment of their ability to make
payments, additional allowances may be required.

Impairment of prepaid lease payments and
buildings

As at 31 March 2017, the prepaid lease payments and buildings
are reviewed for impairment when events or changes in
circumstances indicate that the carrying amount of the assets
exceeds its recoverable amount. The recoverable amounts have
been determined based on value-in-use calculations or market
valuations. These valuations require the use of judgements and
estimates.
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KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

Impairment of prepaid lease payments and
buildings (Continued)

Management's judgement is required in the area of assets
impairment particularly in assessing: (i) whether an event has
occurred that may indicate that the related assets value may not
be recoverable; and (ii) whether the carrying amounts of assets
can be supported by the recoverable amount, being the higher of
fair value less costs of disposal or net present amounts future
cash flows which are estimated based upon the continued use of
the assets in the business. The management performed an
impairment assessment on its prepaid lease payments and
buildings as at 31 March 2017, with reference to the valuation
report prepared by an independent qualified valuer using the
depreciate replacement cost approach. The fair values of these
assets were higher than their carrying amounts. Accordingly, no
impairment loss is recognised for prepaid lease payments and
buildings based on the impairment assessment performed by the
management as at 31 March 2017 (2016: nil).

As at 31 March 2017, the carrying amounts of prepaid lease
payments and buildings are approximately HK$9,299,000 (2016:
HK$10,155,000) and HK$116,728,000 (2016: HK$127,965,000)
respectively.

Allowance for slow-moving and obsolete
inventories

Allowance for slow-moving and obsolete inventories is made
based on the aging and estimated net realisable value of
inventories. The assessment of the allowance amount involves
judgement and estimates. Where the actual outcome in future is
different from the original estimate, such difference will impact
the carrying value of inventories and allowance charge/write-back
in the period in which such estimate has been changed.

Net realisable value represents the estimated selling price for
inventories less all estimated costs of completion and costs
necessary to make the sale. These estimates are based on the
current market condition and the historical experience of
manufacturing and selling products of similar nature. It could
change significantly as a result of changes in market condition.
The Group will reassess the estimates by the end of each
reporting period.
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KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

Fair value of investments in convertible bonds

The fair value of embedded conversion option of convertible
bonds invested by the Group is calculated using valuation
techniques. Valuation techniques are certified by independent
and recognised international business valuers before being
implemented for valuation and are calibrated to ensure that
outputs reflect market conditions. Valuation models established
by valuers make the maximum use of market inputs and rely as
little as possible on the Group's specific data. The model involves
estimates on time to expiration, risk free rate, share price,
volatility, discount rate and others. As at 31 March 2017, the
carrying amount of the embedded conversion option of
convertible bonds invested by the Group is HK$21,078,000 (2016:
HK$54,475,000).

Should any of the estimates be revised, especially the share price
of the issuer, it may lead to a material change to the fair value of
the investments in convertible bonds.

Fair value of the embedded option of the convertible
bonds issued by the Company

On initial recognition of convertible bonds issued by the
Company, the fair value of the embedded option of the
convertible bonds was calculated using the valuation techniques.
Valuation techniques were certified by an independent qualified
valuer before being implemented for valuation and were
calibrated to ensure that outputs reflect market conditions.
Valuation models established by the valuer make the maximum
use of market inputs and rely as little as possible on the Group’s
specific data. The model involved estimates on time to expiration,
risk free rate, share price, volatility, discount rate and others.

Should any of the estimates be revised, it may lead to a material

change to the fair value of the convertible bonds issued by the
Company.
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KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

Income taxes

The Group is subject to income taxes in several jurisdictions.
Significant estimates are required in determining the provision for
income taxes. There are many transactions and calculations for
which the ultimate tax determination is uncertain during the
ordinary course of business. The Group recognises liabilities for
anticipated tax audit issues based on estimates of whether
additional taxes will be due. Where the final tax outcome of these
matters is different from the amounts that were initially recorded,
such differences will impact the income tax and deferred tax
provisions in the period in which such determination is made.

Impairment for available-for-sale financial assets

The Group follows the guidance of HKAS 39 to determine when
available-for-sale financial assets are impaired. This determination
requires significant judgement. In making this judgement, the
Group evaluates, among other factors, the duration and extent to
which the fair value of an investment is less than its cost, and the
financial health of and near-term business outlook for the
investee, including factors such as industry and sector
performance, changes in technology and operational and
financing cash flows.

CAPITAL RISK MANAGEMENT

The Group's objectives when managing capital are to safeguard
the Group's ability to continue as a going concern, so that it can
continue to provide returns for shareholders and benefits for
other stakeholders through optimisation of capital structure to
reduce the cost of capital. The Group’s overall strategy remains
unchanged from prior year.

The Group regularly reviews and manages its capital structure,
and makes adjustments to it taking into account the changes in
economic conditions, risk characteristics of the underlying assets,
the Group’s investment strategy and opportunities, projected
operating cash flows and capital expenditures. To maintain or
adjust the capital structure, the Group may adjust the level of
borrowings, dividend payment to shareholders, issue new shares,
or buy back its own shares.
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CAPITAL RISK MANAGEMENT

The Group monitors its capital structure using debt to equity
ratio; whereby debt comprises convertible bonds whilst equity
means the total equity of the Group. During the year, the Group’s
strategy to maintain a healthy debt to equity ratio has remained
unchanged, and the debt to equity ratio is 0.054 as at 31 March
2017 (2016: 0.049).

EXERER

REBEEHEERALXEZTAER
RegEw EhaEeREnmRkEs

MEDAEASE CEZLETE R
FE -AEBEHBEREIBEESL

K2 RBEDATE R —tF=
A=t+—HBz&aE#E&xkE4AE0054
ZFE—XF :0.049) ©

FINANCIAL INSTRUMENTS €I A
Categories of financial instruments LR TEER
2017 2016
—E—tF Z—ZT—XF
HK$'000 HK$'000
FET FET
Financial assets EREE
Financial assets at FVTPL BEAVEFAEZENEREE 21,078 54,475
Available-for-sale investments —J HEEKE 1,685 3,012
Loans and receivables (including cash g TA&ﬁuﬁz RE(BEERe L
and cash equivalents) $E=EIERH) 652,328 587,533
Financial liabilities EREE
Amortised costs B 5H Ak AN 121,541 119,612
Financial risk management objectives and MRREREEEEREE

policies

The Group’s major financial instruments include investments in
convertible bonds, trade receivables, deposits and other
receivables, pledged bank deposits, bank balances, trade and bills
payables, accruals and other payables, amount due from/to an
associate and convertible bonds. Details of these financial
instruments are disclosed in respective notes.

The Group’s activities expose it to a variety of financial risks such
as foreign currency risk, credit risk, liquidity risk and interest rate
risk. The Group's overall risk management programme focuses on
the unpredictability of financial markets and seeks to minimise
potential adverse effects on the Group’s financial performance.
The management monitors and manages the financial risks
through internal risk assessment which analyses exposures by
degree and magnitude of risks.
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FINANCIAL INSTRUMENTS (Continued) 6. TR T HEm@m
Market risk B R
Foreign currency risk %’#’u‘ﬁll‘ﬁ
Foreign exchange risk arises when commercial transactions, assets SNEERERNIEEBTEINEEE 2
or liabilities are denominated in a currency that is not the EBINEI EELS BENRBEE
functional currency of the group entities. The Group operates o REBZEBTERTEHLERK
mainly in the PRC and Malaysia and is exposed to foreign Phonak e WWHEEe Z BINEE A& 2 H)
currency exchange rate risk arising from various foreign currency WETE SR | [ o AN £2 (B IR A T E AN
exposures. The Group currently does not have a foreign currency VRERER o AT BIEE Y ERINER
hedging policy. However, the management monitors foreign % 0 WA A B E E Y R & K SME
exchange exposure and will consider hedging significant foreign e
currency exposure should the need arise.
As at end of the reporting period, the carrying amounts of the RIEHR HEEBEEENNGEE
Group's monetary assets and liabilities that are denominated in BN EETFENAEERERE
currency other than functional currencies of the respective group ENMBEHOEREMENT :
entities are as follows:
United States
Euro RMB Dollars ("US$")
BT AR EVA(E )]
2017 2016 2017 2016 2017 2016
TE—tF ZE-RFE ZEB—tF ZZE—RFE ZB—tF —ZT—KRF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THER FAET THER FAET THET FAET
Bank balances and R 1T 45 84 &%
cash e 2,002 3,235 1,873 1,585 85,726 66,990
Trade and bills B 5 ENERR
payables & ER R 3,685 3,783 — — — —
Sensitivity analysis BBED M
The bank balances and cash denominated in US$ belong to the AETEBEZFEITE ﬁ?&iﬁﬁﬁ 7
group entities in which the functional currency is HK$. The NEEERAET SEEER -EFR
directors are of the opinion that the HK$ are reasonably stable B O BAREBEBEXRGET BirH
with the US$ under the Linked Exchange Rate System, and ETHEEEFE Bt WEE ﬂ%ﬁ
accordingly, no sensitivity analysis of US$ with respect to HK$ is HEBTZBRE DT -
performed.
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FINANCIAL INSTRUMENTS (Continued)

Market risk (Continued)

Foreign currency risk (Continued)

Sensitivity analysis (Continued)

The following table details the Group’s sensitivity to a 5% (2016:
5%) increase and decrease in the functional currency of the
respective group entities against the relevant foreign currencies
and all other variables were held constant as at 31 March 2017
and 2016. 5% (2016: 5%) is the sensitivity rate used which
represents management’s assessment of the reasonable possible
change in foreign exchange rates. The sensitivity analysis includes
only outstanding foreign currency denominated monetary items
and adjusts their translation at the year end for a 5% (2016: 5%)
change in foreign currency rates. The negative numbers below
indicate decrease in post-tax profit for the year ended 31 March
2017 where the functional currency of the respective group
entities strengthens 5% against the relevant foreign currencies.
For a 5% (2016: 5%) weakening of the functional currency of
the respective group entities against the relevant foreign
currencies, there would be an equal and opposite impact on the
result for the year.

@I A

™5 A B (&)

S s =L By ()
BB E 5 HT ()
TERAADHEIN -_Z—EFR-F
—RNFZA=T—"BAXAEEREE
EERNINGEEELABINE L
K T FE5% (= F — X4 : 5%) (1 Pr
BEMAZEREERS TE) /U
E-EEEHINESEXRAREAEED
ETHERRANGBELER5%
TE-RF %) c MRENNE
BREMMIMNEFENRAREENER
HE RFRAINEERSR (ZF—
NES%)MEBETHREFE - T
XFRBBARTEEEERENY
REEEHLBBINETESRE  #E
—E—+tFZA=F+—-HLEFER
MM D ENEREEER
DR EELEBINERER(ZF
—NEF5%) 8 RIAl R F R XA
EXREREREE -

Euro RMB
BT AR
2017 2016 2017 2016
—E—tFE —E2—RF ZEBE—tHFE =TT
HK$'000 HK$'000 HK$’000 HK$'000
FHExT FHET FHExT FET
Profit or (loss) i A 2k (E518) 70 23 (78) (66)
FZE

Interest rate risk

The Group's fair value interest rate risk primarily relates to debt
component of convertible bonds held by the Group and the
liability component of convertible bonds issued by the Company
as set out in notes 20 and 33 respectively.
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FINANCIAL INSTRUMENTS (Continued)

Market risk (Continued)

Interest rate risk (Continued)

The Group's cash flow interest rate risk primarily relates to
variable-rate pledged bank deposits and bank balances (see notes
27 and 28 respectively for details). The Group currently does not
have interest rate hedging policy. However, the management of
the Group will consider hedging significant interest rate exposure
should the need arise. The management considers the Group's
exposure to future cash flow interest rate risk is minimal taking
into account the minimal fluctuation on market interest rate.
Accordingly, no sensitivity analysis is presented.

Price risk on embedded conversion option in
convertible bonds held by the Group

The Group is required to estimate the fair value of the embedded
conversion option in the convertible bonds held by the Group at
the end of the reporting period with changes in fair value to be
recognised in profit or loss as long as the convertible bonds are
outstanding. The fair value adjustment will be affected either
positively or negatively, amongst others, by the changes in share
price and its volatility of the convertible bonds issuer.

Sensitivity analysis

The sensitivity analyses below have been determined based on
the exposure to the change of share price and its volatility of the
convertible bonds issuer at the reporting date.

If the share prices of the convertible bonds issuer had been 5%
(2016: 5%) higher/lower and all other variables were held
constant, the Group's post-tax profit for the year ended 31
March 2017 would increase/decrease by HK$5,555,000 (2016:
HK$14,907,000)/HK$ 1,158,000 (2016: HK$4,550,000) as a result
of changes in fair value of conversion option embedded in the
convertible bonds held by the Group.

€@ T A m)
™ 5 A B (|)

A 2R = B ()
AEBZReRENN AR EESR
WEBAEF R ZEEFRITER
RIBTHG(FED A RWF27R
28) B o 7N 5 B IR B 37 A ) R
WA REBEETERBENLE
REBHHERMNERR - ERXT
BRAENRBEN  BEBEERREE
EEAZARRRERENEZRRBRE
e At SEZINGRE D -

rAEEFAEcABRRESRS
BBRAZBRREZEEER

ARBANRE MR EEH AR
B2 RRES A BRAZ BB
0 RS R
# 1@“@%%% MR A
FEFLEER (LT R TARE
AEEAZBRERDRAREDE
EESTEZ

BREDN

T BREES N TRE A BRBES
BITARRE B HIFEERARESZ
BNMERIEEE

WA R ESETAZRELR T
[$5% (=T —NF:5%) MATAEHE
HWEERFILE AEEHE_T—
tF=ZA=+—HBIEFEZ2HER
F 3 18 Hn, 38 425,555,000 7T (— &
— /N4 14,907,000/ 7T), 1,158,000
Bt (ZZF — 74 : 4,550,000 7T)
THRASEEFEENARKRESS
iR AZBBREZ A TFEEBME -
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FINANCIAL INSTRUMENTS (Continued)

Price risk on conversion option embedded in
convertible bonds held by the Group (Continued)

Sensitivity analysis (Continued)

If the volatility of share prices of the convertible bonds issuer had
been 5% (2016: 5%) higher/lower and all other variables were
held constant, the Group’s post-tax profit for the year ended 31
March 2017 would increase/decrease by HK$7,847,000 (2016:
HK$17,022,000)/HK$3,077,000 (2016: HK$7,269,000), as a
result of changes in fair value of conversion option embedded in
the convertible bonds held by the Group.

In management’s opinion, the sensitivity analyses are
unrepresentative of the inherent market risk as the pricing model
used in the fair value valuation of the conversion options
embedded in the convertible bonds involves multiple variables
and certain variables are interdependent.

Credit risk

The Group's credit risk is primarily attributable to investments in
convertible bonds, trade and other receivables, amount due from
an associate, pledged bank deposits and bank balances.

As at 31 March 2017, the Group’s maximum exposure to credit
risk which will cause a financial loss to the Group due to failure
to discharge an obligation by the counterparties is the carrying
amounts of the respective recognised financial assets as stated in
the consolidated statement of financial position.

In order to minimise the credit risk, management of the Group
has delegated a team responsible for the determination of credit
limits, credit approvals and other monitoring procedures. In
addition, management reviews the recoverable amount of each
individual trade debt regularly to ensure that adequate
impairment losses are recognised for irrecoverable debts. In this
regard, management considers that the Group’s credit risk is
significantly reduced.
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FINANCIAL INSTRUMENTS (Continued)

Credit risk (Continued)

The investments in convertible bonds as at 31 March 2017 expose
the Group to concentration of credit risk. At the end of the
reporting period, the Group assessed the financial position and
performance of the issuer of the convertible bonds of carrying
amount HK$376,324,000 (2016: HK$362,960,000) and in view
of sufficient net assets and significant bank balances and cash of
the issuer, the management considers the default risk on the
investments in convertible bonds is not significant.

The Group also has concentration of credit risk as 48% (2016:
60%) of the total trade receivables were due from the Group's
major customers, which are privately owned PRC and Macau
companies engaged in trading of pharmaceutical products. The
directors of the Company considered that the credit risk of trade
receivables is insignificant after considering the credit quality and
financial ability of these customers. In respect of trade receivables,
individual credit evaluations are performed on all customers
requiring credit over a certain amount. The Group has policies in
place to ensure that sales are made to customers with an
appropriate credit history. These credit evaluations focus on the
customers’ past history of making payments when due and
current ability to pay, and take into account information specific
to the customer as well as pertaining to the economic
environment in which the customer operates. The Group will
make specific provision for those balances which cannot be
recovered. Normally, the Group does not obtain collateral from
customers. In the opinion of the directors, the default risk of the
Group is considered to be low.

With respect to credit risk arising from other receivables and
amount due from an associate, in the opinion of the directors, no
significant credit risk is expected as there is no default repayment
history.

The credit risk on the Group’s pledged bank deposits and bank
balances is limited because the counterparties are reputable and
creditworthy banks with high credit ratings assigned by
international credit-rating agencies.
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FINANCIAL INSTRUMENTS (Continued) 6. @I AEum
Credit risk (Continued) EER B @)
The maximum exposure to credit risk is represented by the KAEERBRRKEREPARATES
carrying amount of each financial asset at the end of the MEEZREME-
reporting period.
Liquidity risk REE SRR
The Group's policy is to regularly monitor current and expected AREB ZHRATHERGH LB
liquidity requirements to ensure that it maintains sufficient cash Bz hRegEeHk UHERERFEH
and cash equivalents to finance the Group’s operations and B4 NBESEEER AAEEB &
mitigate the effects of fluctuations in cash flows. BERERBRERERERB 2TE -
The following table details the Group’s contractual maturity for TRAWKREB ZIETELRAEE
its non-derivative financial liabilities based on the agreed (REWETERBHZALEEA) -
repayment dates. The table includes both interest and principal TERBEMNERAGRERE -
cash flows.
Weighted Carrying
average Between Total amount at
effective Less than 1to5 Over undiscounted 31 March
interest rate 1 year years 5 years cash flows 2017
R=ZZ—t&F
fn#EF 3 KBERE =ZA=+—8H
BRAE 10K 1ZE5F #BBS5HF REAT ZEEE
HK$'000 HK$'000 HK$'000 HK$'000 HK$’000
THExT FTExT FTER FTER FER
At 31 March 2017 R=-B—t&
=A=+-—8
Trade and bills payables & 5 F& < BR ¢
K ENEE — 14,859 — — 14,859 14,859
Accruals and other TERER R EM
payables FET FRIE — 51,680 — — 51,680 51,680
Amount due to e — R B
an associate NCIF ] — 19,780 — — 19,780 19,780
Convertible bonds AR ES 18.72 — — 577,170 577,170 35,222
86,319 — 577,170 663,489 121,541
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6. FINANCIAL INSTRUMENTS (Continued) 6. TR T HEm@m
Liquidity risk (Continued) AEBE SRR @
Weighted Carrying
Average Between Total amount at
effective  Less than 1t05 Over  undiscounted 31 March
interest rate 1 year years 5 years cash flows 2016
RZTE—REF
g KRR E —A=+—H
BRAME 1FUA 1E5F BBSF R AR ZBREE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHExT FAHET FTHET FAET FAET
At 31 March 2016 R-ZB—XREF
=A=+—8
Trade and bills payables 2 5 & 1< BE 5%
RENZ® — 11,093 — — 11,093 11,093
Accruals and other BREAREAM
payables ANES] — 59,069 — — 59,069 59,069
Amount due to an FEAST — R B
associate YNSIF/ @] — 19,780 — — 19,780 19,780
Convertible bonds AR E S 18.72 — — 577,170 577,170 29,670
89,942 — 577,170 667,112 119,612

Fair value of the Group’s financial assets that are
measured at fair value on a recurring basis

Some of the Group’s financial assets are measured at fair value at
the end of the reporting period. The following table gives
information about how the fair values of these financial assets
are determined (in particular, the valuation technique(s) and
inputs used), as well as the level of the fair value hierarchy into
which the fair value measurements are categorised (levels 1 to 3)
based on the degree to which the inputs to the fair value
measurements is observable.

RESEHELERAFEHITE
ZEAGEBEREEZATE

REBsETeREEDRHRER
KEAFEFE TRISEEHEET
ZECHMEEAFEZER(LER
FrfE B 2 S ERM i A BE) - LA
MIBEAFEFEH ASE 28
REEBAFEFESEZAFAE
BR(FEI1ZEIF)2ER -
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FINANCIAL INSTRUMENTS (Continued)

Fair value of the Group's financial assets that are
measured at fair value on a recurring basis

(Continued)

6. TR I Eum@m)
BESEMEERANTENE

ZEAEEERMEEZATYE
(#)

Relationship of

Fair value as at Fair value  Valuation technique Significant unobservable
Financial assets 31 March 2017 hierarchy  and key inputs unobservable inputs  inputs to fair value
R-Z—+F TUER
=A=+-H RERTR ERFUHE BABBEAYE
tREE ZAYE ATEESR TEBRAZE WAHE ZH&
Available-for-sale Assets — HK$1,685,000  Level 2 Note 21(b) N/A N/A
financial assets (2016: HK$3,012,000)
AHEESRERE BE—1,6850008 7T  E2M4k H#5E21(0) TER TEA
(ZZT—R%F:
3,012,000 1)

Assets — HK$21,078,000 Level 3
(2016: HK$54,475,000)

Conversion options
embedded in investments
in convertible bonds
classified as financial asset
at FVTPL in the
consolidated statement of
financial position.

REaBBRARADE BE—21,07800087T %34

BRATESABREN (ZT—AF:
TREEZURRES  54,475000%7T)

BREBBIRAZBAE -
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Binominal model Expected volatility of the The higher the volatility
share price of of the share price of
Innovative Pharm, Innovative Pharm, the
determined by higher the fair value.
reference to the (Note a)
historical share price

of Innovative Pharm.

The fair value is estimated
based on risk free rate for
the life of the option and
share price (from
observable market data),
expected volatility of the
share price of Innovative
Pharmaceutical Biotech
Limited ("“Innovative
Pharm”) (Note b),

expected dividend yield
on the shares and exercise
price.
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FINANCIAL INSTRUMENTS (Continued)

Fair value of the Group's financial assets that are
measured at fair value on a recurring basis

Notes:

6. LRI EHum@m)

BB

RENEERQAFENE

ZEEHEETRHEEZLQAFTE

(Continued) (&)
B 5
A slight increase/decrease in the expected volatility of the share price of (a) (B R BT B B > 4E B Y (S 78 HE R IR
Innovative Pharm used in valuation would result in significant increase/ BT TR S E RN AR R E A
decrease in the fair value measurement of the conversion options embedded WEBBH A ZBREEATLETE AR
in investments in convertible bonds. A 5% (2016: 5%) increase/decrease in #0005 - A S SR E TR AR &
the expected volatility of the share price of Innovative Pharm holding all F/ TR BE5% (= F — X F :5%) 0 W AT
other variables constant would increase/decrease the carrying amount of the BEEMAUSEEZREFIALE JRES
conversion options embedded in the convertible bonds by HK$7,847,000 Bk A 2 ¥ A% R BR T (E 18 18 00 OR A
(2016: HK$17,022,000)/HK$3,077,000 (2016: HK$7,269,000). 7,847,000/ jT (=& — /< 1 17,022,000
7 JT) /3,077,000 7T (= T — X F ¢
7,269,000/ 7T) °
Innovative Pharm is a listed company on the Main Board of the Stock (b) EMEEAS —RPBIHAERLETH
Exchange and its interest in 1,357,510,000 shares of the Company A Al i H R A A F1,357,510,000 i
represents (i) 457,510,000 shares or 19.14% of the Company’s shares in f&% 5 2 # &= A8 & 7 (1)457,510,000 A% X
issue and (ii) 900,000,000 conversion shares to be allotted and issued to 19.14% 2 AN A 7 B 8 17 B 19 K (i) 1R %
Innovative Pharm upon exercise in full by Innovative Pharm of the conversion ARARRZ_ZE—ZFt A+ BT
rights at conversion price of HK$0.6413 per share under the Company’s 20- Z2FTERBMEES(MABEERZ $
year zero coupon convertible bonds issued on 16 July 2013 with principal % %8 /577,170,00078 7T ) + A <E fin B8 %
amount of HK$577,170,000 outstanding. At 31 March 2017, there was a BB EER K% 0.64138 LB EIT 195
total of 2,390,000,000 shares issued by the Company, and assuming the PR HEE BEEMREERE LT
exercise in full of the conversion rights attaching to the Company's 900,000,000 % 2 P& i 1 o M —ZF —+ F
convertible bonds, Innovative Pharm will hold approximately 41.26% of the ZA=+—HB ARQAFNCETRHAHE
enlarged share capital of the Company. 7$2,390,000,000 % © 15 5% 7& £ 17 16 M 1
KRR AR ES 2 RIRE B
B RAAR RS AR 4)41.26% ©
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FINANCIAL INSTRUMENTS (Continued) 6.

There is no transfer between different levels of the fair value
hierarchy for the years ended 31 March 2017 and 2016. The
directors consider that the carrying amounts of financial assets
and financial liabilities recorded at amortised cost in the
consolidated financial statements approximate their fair values.

Reconciliation of Level 3 fair value measurements

@I A

BE_Z—tHFR-_FT-R"F=A
=t+t—HLEFE FTRAAFEERZ
B EEMEE - EFA R REH

RARGAMBEREARZEHME
EkcRABEsRAEREQFE
& e

FRATBRRESZREZNTE
= N\

of derivative financial instruments included in ERMIABEZE=ZRAFES
investments in convertible bonds EZHERRX

HK$'000

FAET

As at 1 April 2016 RZTE—RFMNA—H 54,475

Change in fair value loss in profit or loss Bab s A VTEEHERE (33,397)

As at 31 March 2017 RZZE—+F=ZA=+—H 21,078

Loss from change in fair value recognised in profit or loss relates REEFTHERZATFEEHEIET

to the conversion option embedded in Innovative Pharm Bonds as HEMEEESBBRA 2B E

defined in note 20 and is included “Other gains and losses, net”.

Fair value measurements and valuation processes

The management of the Company is ultimately responsible for
the determination of the appropriate valuation techniques and
inputs for fair value measurements that the Company uses as its
basis of valuations.

In estimating the fair value of an asset or a liability, the Group
uses market-observable data to the extent it is available. Where
Level 1 inputs are not available, the Group engages independent
qualified valuers to perform the valuation. The Company works
closely with the qualified external valuers to establish the
appropriate valuation techniques and inputs to the model and
reports the findings to the board of directors of the Company
every half year to explain the cause of fluctuations in the fair
value of the financial instruments.

Information about the valuation techniques and inputs used in
determining the fair value of the financial instruments are
disclosed above.
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REVENUE AND SEGMENT INFORMATION

Revenue for the year represents the fair value of amounts
received and receivable for goods sold to external customers, less
discounts and sales-related taxes for the year, and is analysed as
follows:

7.

Wz ks BER

FARAkEERIEBEPLHESE M
BREEEFEZ AFERRFA
MR HEREHE - 2 m T

2017 2016

—E—tE —ZE—RE

HK$’000 HK$'000

FHExT FET

Manufacturing of pharmaceutical products 3% 2% f, 44,477 42,893
Trading of pharmaceutical products BNE5 63,426 99,308
107,903 142,201

The Group's operating businesses are structured and managed
separately, according to the nature of their operations and the
products they provide. Each of the Group’s operating segments
represents a strategic business unit that offers products which are
subject to risks and returns that are different from those of the
other business segments. Summarised details of the reportable
and operating segments are as follows:

(@)  the manufacturing segment engages in the development,
manufacture and sales of pharmaceutical products;

(b) the trading segment engages in the marketing and
distribution of imported pharmaceutical products; and

(©)  the gene development segment engages in the commercial

AEBZREXBDHRBEEB T
BELRHZERBLOBRE
B AKEREEDBNRTHERZ
REEXBEML  SXBIEZRAR
LEHAFERR - I 2HEZEDHE
BMEFBET

@ RENPBUFAE HERHE
) BZoEREHEREHEN
BEEM X

0 EZARABEIBANRZTERNBER

exploitation and development of genome-related oz B 73 S Es -
technology.
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REVENUE AND SEGMENT INFORMATION 7. WEkasBER@m
(Continued)
Segment revenues and results PTHEREREE
The following is an analysis of the Group's revenue and results LT AZI2FRELEDEE 52K
from operation by reportable and operating segments. BREEEB I AEERSZINESE D
#T o
Manufacturing Trading Gene development Total
B ES ERBR =k
2017 2016 2017 2016 2017 2016 2017 2016
ZE—tF ZT-RF Z8—+tF ZF—RF ZE-tF ZFT—R"F ZF—tF ZT—K~F
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FTER FET TR FHET FTER FET TR FHET
Revenue g
Sales to external BEENGESE
customers HE 44,477 42,893 63,426 99,308 — — 107,903 142,201
Segment results DEEES (12,044) (20,218) 2,709 16,829 (83) (81) (9,418) (3,470)
Unallocated other KABLz EAt
income WA 77,418 67,798
Unallocated other gains 7 9 it 2 £ fth
and losses, net W k&8
FE (33,397)|  (23,953)
Corporate expenses ¥R %2 (7,227) (6,597)
Effective interest ARRESZ
expense on EIRAE
convertible bonds 53 (5,552) (4,688)
Share of results of an  JiE {f§ — S B &
associate NGIES (2,897) (1,600)
Profit before taxation & %% A1 )& F 18,927 27,490
Taxation i (616) (90)
Profit for the year KEFHEF 18,311 27,400
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REVENUE AND SEGMENT INFORMATION 7. WaEkosEER @
(Continued)
Segment revenues and results (Continued) PEWREREESE@
The accounting policies of the operating segments are the same LD @K EERE BB R
as the Group’s accounting policies described in note 3 to the ) B I N R e
consolidated financial statements. Segment profit (loss) represents B o 248 (E8) 5 72 I £ 2 B 7
the profit earned by (loss from) each segment without allocation BIWA AR EFKREZEERENE
of interest income, effective interest income from investments in WA~ EMWE L ERFERE  PER
convertible bonds, other gains and losses, net, corporate Y E R R EE N A B
expenses, share of results of an associate and effective interest BHEZEBRFMERIZBRT &9
expense on convertible bonds. This is the measure reported to BRIz &M (EEZEE) - it 8
the chief operating decision maker, being the board of directors, BREELLERRENESFTE) 2
for the purposes of resource allocation and performance HAREE RS R RIBTME -
assessment.
Segment assets and liabilities THEEERERE
The following is an analysis of the Group’s assets and liabilities by UTABIRAEFREEDIEE D 2 &K
reportable and operating segment. EBREENBESH-
Manufacturing Trading Gene development Total
B g5 ERBH &t
2017 2016 2017 2016 2017 2016 2017 2016
—E—tF ZT—RF Z8—+tF ZT—RF ZE-tF ZT—R"F ZE—tF ZT—KF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER FET TER FHET TER FAT THER FAT
Segment assets PEEE
Segment assets DIEE 186,775 212,943 144,865 128,759 6 6 331,646 341,708
Investments in AR & H
convertible bonds "E 376,324 362,960
Interest in an associate 7 — & # &
NAIZ R 330,969 333,866
Corporate and other b ¥ o H
assets BE 133,730 122,319
Total assets EEME 1,172,669 | 1,160,853
Segment liabilities 2 E&E@
Segment liabilities DEAE 77,121 83,260 13,992 11,845 64 64 91,177 95,169
Convertible bonds AR & H 35,222 29,670
Corporate and other M %¥ o H
liabilities a8f&E 20,419 20,115
Total liabilities aEes 146,818 | 144,954
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REVENUE AND SEGMENT INFORMATION 7. WERSEES M@
(Continued)

Segment assets and liabilities (Continued) THEEEREE®W

For the purposes of monitoring segment performance and MEZSBEXRBRRDOBERIRE
allocating resources between segments: RME

all assets are allocated to operating segments other than
investments in convertible bonds, interest in an associate
and corporate and other assets; and

all liabilities are allocated to operating segments other than

e KRAUBEKRESKE K —HB
BRRIZERZRCEREME
EN FBEEHUIRELE
o R

e KRUBREFREEREMA

convertible bonds and corporate and other liabilities. B FTEREEHIREELE
Other segment information Hitt o BER
Manufacturing Trading Gene development Total
HiE g5 HER® h
2017 2016 2017 2016 2017 2016 2017 2016
ZE—tHF Z2F ZE—+tF ZTRF ZT-tF ZZ—F ZE—tF ZT—R¥
HK$'000 HK$'000 HK$'000 HK$'000 HK$’000 HK$'000 HK$'000 HK$'000
FET FHT FEBT FHET FET FHT FHT FHET
Amounts included in 5T A9 5% F
the measure of HEIE
segment profit or B
loss:
Depreciation and e R
amortisation 6,483 6,323 99 103 — — 6,582 6,426
Unallocated RAABFTER
depreciation and B
amortisation 132 1M
6,714 6,537
Allowance for bad and 3 2 5 £ &
doubtful debts, net %8 4,456 9,004 — — — — 4,456 9,004
Impairment on other 4 fiE g 8
receivables RE = 717 = — — - - 77
Gain on disposal of ~ HEWE - K
property, plantand ~ EREHZ
equipment, net Wz F5 - 71 = 3 - - — (68)
Gain on disposal of ~ HEELEE
intangible assets pa e (2,819) — — — — — (2,819) —
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REVENUE AND SEGMENT INFORMATION 7. WERTEER @m)
(Continued)

Geographical information i I B R

The Group's operations are located in the PRC and Malaysia. AEB ZHEBURPENERAE -
Information about the Group’s revenue from external customers BERAXGQIBEBEEZAEBRKZE 2
is presented based on the location of the customers and EBRTEEPREHEEMMEN S
distributors. Information about the Group’s non-current assets is 5o ERAANEBIERBEEZERTY
presented based on the geographical location of the assets. BREEFMEMBLUERY -

Revenue from

external customers Non-current assets
RENEEF ZWE REBEE

2017 2016 2017 2016

“E—tFE —T-A%F “E—tF —T-AF

HK$'000 HK$'000 HK$'000 HK$'000

FET FAT FET FAET

(Note) (Note)

(B =E) (B 3E)

Hong Kong BB — — 564 658

The PRC s 84,434 114,030 156,071 172,964

Macau R FI 23,469 28,171 — —

107,903 142,201 156,635 173,622

Note: Non-current assets excluded financial instruments, intangible assets and e ERBEETRESM TR BREE

interest in an associate. ER—EHE AR 2R -

Information about major customers FEEFER

Revenue from customers of the corresponding years contributing HAFEERBRAEKRZI0NE P

over 10% of the total revenue are as follows: W

2017 2016

“E-tF —T-AF

HK$'000 HK$'000

FERT AT

Customer A PR 39,928 71,137

Customer B 2B/, 23,469 28,171

Note: Revenue from customers A and B are generated from trading of M : REEFRRERPZZM AR ERE

pharmaceutical products. SESE -
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OTHER INCOME 8. HzgA
2017 2016
—E-tHF C—ZT—RF
HK$'000 HK$'000
FHExT F&T
Interest income B WA 1,299 831
Rental income Ha A 54 228
Sundry income HMETE WA 50 930
Government grants B #8 B 193 —
Effective interest income from investments AR EES5EE 7
in convertible bonds (note 20) 'R F B U A (K :E20) 71,786 62,718
Imputed interest income from amount due & U — S Bt & A FI31E 2
from an associate (note 23) HEF B U A (HE23) 4,036 3,091
77,418 67,798
OTHER GAINS AND LOSSES, NET 9. HKWEREEFHE
2017 2016
—E—tF CZT—RF
HK$’000 HK$'000
FET FET
Gain on disposal of property, plant and HEWME BMERREZ
equipment, net W 25 5 58 — 68
Gain on disposal of intangible assets HEEFEE 2 W& 2,819 —
Change in fair value of derivative ARREFREZTETIREHS S
component of investments 2N FEE B (F5£20)
in convertible bonds (note 20) (33,397) (23,953)
Allowance for bad and doubtful debts, net 512 B $5 {5 % 58 ([ 3 25)
(note 25) (4,456) (9,004)
Impairment on other receivables Hh pE U IE 2 R (B — (717)
(35,034) (33,606)
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10. PROFIT BEFORE TAXATION 10. BR%R A& F

The Group’s profit before taxation from operation has been AEBREFEBERLEEBT 2B
arrived at after charging: A BRI T &I
2017 2016
—E-tF Z—ZT—RF
HK$'000 HK$'000
FERT FAT
Amortisation of prepaid lease payments T8 5 70 & w8 228 243
Depreciation of investment properties KEMENTE 59 59
Depreciation of property, plant and ME - -BWEREBITE
equipment 6,427 6,235
Auditors’ remuneration % BLAD B 2 760 728
Cost of inventories recognised as expenses 1R A& B 2 FEK A 64,007 72,888
Including: Allowance for inventories (Note) &% : 77 & & #& (M 31) = 713
Operating lease charges in respect of land B LW REF2KEHESE A
and buildings 1,792 1,925
Staff cost (including directors’ emoluments) B T A (B FE = EH M)
Salaries, bonus and allowances e fEA ROERL 23,581 19,428
Retirement benefits scheme contributions 3R K48 | 5 21 fit 7% 3,172 3,203
Note: Allowance for inventories is reversed when the relevant inventory is e GERBREEGESERHEHEE
utilised/sold. g -
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11. TAXATION 1. BIE

2017 2016
—E—t+HF Z—ZT—KF
HK$’000 HK$'000
TER FET
Current tax: ENEARE 1A -
Hong Kong a5 56 70
PRC Enterprise Income Tax AR ERER 554 —
Other jurisdictions Hiha xR 40 50
650 120
(Over) provision in prior years A FE (B #E
Hong Kong B (19) (20)
Other jurisdictions Hihmlx#ER (15) (10)
(34) (30)
Taxation Fi18 616 90
Hong Kong Profits Tax has been provided at the rate of 16.5% REZMEFE  HAEFNGSH IR MG
(2016: 16.5%) of the estimated assessable profits for both years. JERBRF AR E165%(ZF— X
F :16.5%) EH B
Under the Law of the PRC on Enterprise Income Tax (the “EIT BEPEHCEMSHETCEMS
Law”) and Implementation Regulation of the EIT Law, the tax rate BEDREEMBREERIEG - A
of the PRC subsidiaries is 25% from 1 January 2008 onwards. —EENF-A-—BRFBENREA
BZBER25% °
Taxation arising in other jurisdictions is calculated at the rates REMEERBEEEZCRBNEAR
prevailing in the relevant jurisdictions. el ERERITHEAE -
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11. TAXATION (Continued)

11. F1E @)

The tax charge for the year can be reconciled to the profit before AREEBRERYHEEGS

taxation per the consolidated statement of profit or loss and

82 & H A

Iﬁuﬁzm%ﬁﬁﬁlJZﬁ%mﬁu/ﬁﬂ Ea

other comprehensive income as follows: N
2017 2016
—E—+F —E—REF
HK$'000 HK$'000
FERT AT
Profit before taxation % 4 B 18,927 27,490
Tax at the domestic income tax rates BAMTEMMERTEZHIE (4,717) 2,965
Tax effect of expenses not deductible AWMz AZ 2 RBTE 4,199 3,524
Tax effect of income not taxable TR WA Z BB E (178) (11,932)

Tax effect of temporary differences RERLRFEBIRBETE

not recognised (477) 1,198
Tax effect of tax losses not recognised AERARMBEEEZRETE 1,804 4,365
Over provision in prior years BEFEHERE (15) (30)
Taxation Fi 18 616 90
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12. DIRECTORS’ AND CHIEF EXECUTIVE'S 12. EERBSTHAEME
EMOLUMENTS

Salaries and Retirement benefit
Fee other benefits scheme contributions Total
e HFeREMEF BAERGEMR &t
2017 2016 2017 2016 2017 2016 2017 2016

ZB-tF —F-RF ZE—+tF ZT-RF ZB-+tF “F-RF ZE-tF —T—RHF
HK$"000 HK$’'000 HK$'000 HK$'000 HK$’000 HK'000 HK$°000 HK$'000
Tz THET Tz TET TR THET THER THET

Name of director EEH &
Xie Yi I 70 60 1,316 1,316 —_ — 1,386 1,376
Lou Yi [: 472 70 60 487 487 — — 557 547
Cheng Yong 25 70 60 487 487 — — 557 547
Wong Sau Kuen T 718 70 60 787 787 18 18 875 865
Liu Kwok Wah B E 70 60 995 995 18 18 1,083 1,073
Lu Zhigiang & &5 — — 108 — — — 108 —
Fang Lin Hu FMmR 70 60 — — — — 70 60
Xue Jing Lun Erfm 70 60 — — — — 70 60
Jin Song /N 70 60 — — — — 70 60
560 480 4,180 4,072 36 36 4,776 4,588
Xie Vi is also the Chief Executive of the Company and his HBENAERRATERTHRAE  EE
emoluments disclosed above include those for services rendered MEEMeREEEARSITHRA
by him as the Chief Executive. SARRERBOME -
No emoluments were paid by the Group to any of the directors P Z B T A - 7R SR (B NI A R 4 ]
as an inducement to join or upon joining the Group or as EFENMNE  ERMAREEKA
compensation for loss of office for both years. None of the B FE BB E  RNZWESF
directors has waived or agreed to waive any emoluments for both ER - BIEAWESREXRBRE
years. WEE R B -
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13. EMPLOYEES' EMOLUMENTS 13. EEME

The five individuals whose emoluments were the highest in the REBAFEZRAMNZSHE WAL

Group for the year include three (2016: four) directors whose BREZR(ZE—XAF HRB)EE-

emoluments are shown in note 12. The emoluments paid to the BEZMESHERM T2 BEZF

two remaining individuals (2016: one) for the year ended 31 —tF=ZA=Z+—HLEFEREH#

March 2017 were as follows: ME(ZE-—RF: —R)ATENZ
MemT :

2017 2016

—E—+HF Z—ZT—RF

HK$’000 HK$'000

FTER FH&T

Salaries and allowance e KER 1,356 583

Retirement benefit scheme contributions & K 4@ FI| 5+ &I 4 3% 25 18

1,381 601

Number of individuals

AE
2017 2016
—E—+tF Z—ZT—RF
Their emoluments were within BEZHMENF TISHER :
the following bands:
nil to HK$1,000,000 = % 1,000,000/ 7T 2 1
During both years, no emoluments were paid by the Group to REZMEFER  REBEY &R R
the five highest paid individuals and directors as an inducement R ATREZZNEE - EAMN
to join or upon joining the Group or as compensation for loss of AREB K AR BB
office, and no highest paid individual has waived or, agreed to B EEESESHATHREXREN
waive any emoluments. BEEMME -
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13. EMPLOYEES’ EMOLUMENTS (Continued) 13. EEME @
On 24 August 2012, the shareholders of the Company approved RZE—ZFNAZ+WITH > xXAQF]
the adoption of a new share option scheme (the “Scheme”), as F% BRHE O R A4 3T BB AR RE T 8 ([ 5% &t
the share option scheme adopted by the Company on 8 August 2D BRAERKRRTNZZEZT_FN
2002 expired on 14 August 2012. The Scheme became effective ANBEABZEREFEER-Z
on 29 August 2012 after obtaining approval from the Listing ——FNA+IEEBEEM- ZtEIEE
Committee of the Stock Exchange and, unless otherwise BHMXMEMZESHEZRR T
cancelled or amended, will remain in force for 10 years from that ——HENABZTABAY BRIEUHE
date. 7 X EBUEEET - BAIZETEIE B
ZBERFTFEFRN—EBEBR -
The Scheme provides incentives and rewards to eligible ZitE e EAHAEBRZERINGE
participants who contribute to the success of the Group's HEBZAERL2EZFREBEREE X
operations. Eligible participants of the Scheme include the Bl - ZA8lzaER2EERER
Company’s directors (including independent non-executive NAEZ(BREBYIFNTES) K
directors), other employees of the Group, suppliers of goods or EEHEMEE  AEEZE MR
services to the Group, customers of the Group, and any non- BHER AEBEZEFPEAQTNEBE
controlling interests in the Company’s subsidiaries. DR A FEER R -
Share options granted to a director, chief executive or substantial MARNREERE THREHSEZERR
shareholder of the Company, or to any of their associates, are SRS MBE AR ERRE
subject to approval in advance by the independent non-executive BEEBISBEIIERITESIE - It
directors. In addition, any share options granted to a substantial AN R 1218 A B m AR R =
shareholder or an independent non-executive director of the ERRAB IR TESSHHEZ
Company, or to any of their associates, in excess of 0.1% of the BB ARL 2 E A ERE B K
shares of the Company in issue at any time or with an aggregate BBEARNARITMEBEETRGD
value (based on the price of the Company’s shares at the date of 20.1% + B E(RRARQFRMDRN
the grant) in excess of HK$5 million, within any 12-month period, BE A ZEKETE)B1B5,000,000
are subject to shareholders’ approval in advance in a general Ao BIZEELENKRE RS FERE
meeting. HEHE o
The offer of a grant of share options may be accepted in writing ABRARREZBEHLEF21BR
within 21 days from the date of the offer, upon payment of REMEHIB T Z2EREBEAREBRE
nominal consideration of HK$1 in total by the grantee. The NEmEANREBREZEZZ IR
exercise period of the share options granted shall be determined HHEEREZTERREE2ERIS
by the directors at their absolute discretion, but in any event shall SRIE MR AR QAR 15 R N B R
not be more than 10 years from the date of the offer of the share FAHEII0F - ARAFTESFAR
options. The directors of the Company may at their absolute HEBHE2ENBERATCTMFEES-
discretion impose any vesting period at the date of grant.
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13. EMPLOYEES' EMOLUMENTS (Continued)

The exercise price of the share options is determinable by the
directors, but may not be less than the highest of (i) the closing
price of the Company’s shares as stated in the Stock Exchange’s
daily quotation sheet on the date of grant; (i) the average closing
price of the Company’s shares as stated in the Stock Exchange’s
daily quotation sheets for the five business days immediately
preceding the date of grant; and (iii) the nominal value of the
Company'’s shares on the date of grant.

Share options do not confer rights on the holders to dividends or
to vote at shareholders’ meeting.

From the effective date of the Scheme to 31 March 2017, no
share options have been granted, exercised, cancelled or lapsed
under the Scheme.

The Group has joined a mandatory provident fund scheme (the
“MPF Scheme") for all qualifying employees in Hong Kong. The
MPF Scheme is registered with the Mandatory Provident Fund
Scheme Authority under the Mandatory Provident Fund Scheme
Ordinance. The assets of the MPF Scheme are held separately
from those of the Group in funds under the control of an
independent trustee. Under the rules of the MPF Scheme, the
employer and its employees are each required to make
contributions to the scheme at rates specified in the rules. The
only obligation of the Group with respect to the MPF Scheme is
to make the required contributions under the scheme.

The retirement benefits cost of the MPF Scheme charged to the
consolidated statement of profit or loss and other comprehensive
income represents contributions payable to the fund by the
Group at rates specified in the rules of the scheme.

The employees of the Group’s subsidiaries in the PRC are
members of the state-sponsored retirement benefit scheme
organised by the relevant local government authority in the PRC.
The subsidiaries are required to contribute, based on a certain
percentage of the salaries of its employees, to the retirement
benefit scheme and have no further obligations for the actual
payment of pensions or post-retirement benefits beyond the
annual contributions.
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14. EARNINGS PER SHARE 14. SRER

ARRBEEANRIEEREARES
AN TIEEE

The calculation of the basic and diluted earnings per share
attributable to owners of the Company is based on the following

data:
Earnings &7
2017 2016
—E-—tF ZFT-RF
HK$’000 HK$'000
FET FAT
Earnings for the purpose of basic earnings MR ESREREF 2
per share 2 F
(Profit for the year attributable to owners (AR QA FIHEA A EIHANFEE
of the Company) S A 20,796 32,781
Effect of dilutive potential ordinary shares: B8 fE v BE LB 2 £
Interest on convertible bonds AR ES T S 5,552 4,688
Earnings for the purpose of diluted earnings ARt E G EEER T 2 B F
per share 26,348 37,469
Number of shares vl =i
2017 2016
—E—tF ZE—RF
Weighted average number of ordinary ARAESREARRTNZ
shares for the purpose of basic TR AR DN I &
earnings per share 2,390,000,000 | 2,390,000,000
Effect of dilutive potential ordinary shares: B8 fE v BE LB 2 £
Convertible bonds A R (E 55 900,000,000 900,000,000
Weighted average number of ordinary ARAESREBERN
shares for the purpose of diluted I AR hHE I B
earnings per share 3,290,000,000 | 3,290,000,000
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15.

16.

DIVIDENDS

The directors do not recommend the payment of dividend for the
year ended 31 March 2017 (2016: nil).

15.

IR

EFETEANBE_T—LF=A
=t-BLEFERERE(ZZT—RN
FE) o

INVESTMENT PROPERTIES 16. REWHE
HK$'000
FET
COST SN
At 1 April 2015, 31 March 2016 and 31 RZEBE—RFMNA—B ZFT—KRF
March 2017 =A=t+—RBAR=ZZE—+E=A=+—H 8,057
DEPRECIATION AND IMPAIRMENT WERRE
At 1 April 2015 R-_ZE—HFMWMA—H 6,442
Charge for the year REEHZ 59
At 31 March 2016 RZE—R"F=ZA=+—H 6,501
Charge for the year REEFZ 59
At 31 March 2017 RZZE—+tF=A=+—H 6,560
CARRYING VALUES REE
At 31 March 2017 RZE—+tF=ZA=+—H 1,497
At 31 March 2016 RZE—R"F=RA=+—H 1,556

The above investment properties are depreciated using the
straight line method, after taking into account their estimated
residual value, over the lease terms of the leasehold land.
The Group's investment properties are located on land in the
PRC with land use period from 1992 to 2042.

The fair value of the Group's investment properties at 31 March
2017 amounting to RMB3,200,000 (2016: RMB3,000,000) has
been arrived at on the basis of valuation carried out for that date
by Roma Appraisals Limited, an independent qualified valuer not
connected with the Group. The valuation was arrived at by direct
comparison approach with reference to market evidence of
comparable transaction prices for similar properties as available in
the relevant market.
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17. PROPERTY, PLANT AND EQUIPMENT

17. ¥ -BERSZE

Furniture,
fixtures
Plant and and Motor
Buildings machinery equipment vehicles Total
&R BE
BER ®ER
BF HEs B4 RE mEt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAET FAET FAEAxT FTHT TER
coST B2
At 1 April 2015 RZZE—RFWMA—H 145,886 38,622 6,840 5,868 197,216
Additions NE — 278 203 — 481
Disposals & — — @1 (121 (1,152)
Exchange realignment B i, 5 =& (6,742) (1,869) (119) (229) (8,959)
At 31 March 2016 N_E—-—R"F=-ZA=+—H 139,144 37,031 6,893 4,518 187,586
Additions NE — 773 74 161 1,008
Disposals e — — (4) — (4)
Exchange realignment PE 5 A% (8,978) (2,496) (164) (271)  (11,909)
At 31 March 2017 RZTE—+tF=A=+—H 130,166 35,308 6,799 4,408 176,681
DEPRECIATION AND HERRBE
IMPAIRMENT
At 1 April 2015 RZZE—RFMWMA—AH 8,482 2,611 5113 5,080 21,286
Charge for the year KEEIZ 2,933 2,680 388 234 6,235
Disposals e — — (28) (1,121 (1,149)
Exchange realignment BEE 3, 38 2= (236) (191) (74) (196) (697)
At 31 March 2016 R-ZZE—XRE=ZA=+—H 11,179 5,100 5,399 3,997 25,675
Charge for the year RKEEHZ 2,748 3,093 393 193 6,427
Disposals H e — — 4 — 4)
Exchange realignment & XA (489) (412) (115) (240)  (1,256)
At 31 March 2017 R-ZZFE—+F=ZA=+—H 13,438 7,781 5,673 3,950 30,842
CARRYING VALUES BREE
At 31 March 2017 R—ZZE—+F=ZA=+—H 116,728 27,527 1,126 458 145,839
At 31 March 2016 R-ZE—ARF=ZA=+—H 127,965 31,931 1,494 521 161,911

Depreciation expenses of HK$1,167,000 (2016: HK$1,173,000)
and HK$5,260,000 (2016: HK$5,062,000) have been charged in

administrative expenses and cost of sales respectively.
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17. PROPERTY, PLANT AND EQUIPMENT (Continued)

18.

The carrying value of buildings comprises properties located on:

17. ¥ -BERRE@

BFz2EEESRBUNATLRZ

2017 2016
—E—tF Z—T—XF
HK$'000 HK$'000
FET FET
Land outside Hong Kong: BRI T
Medium-term leases AR ER A 49 116,728 127,965
PREPAID LEASE PAYMENTS 18. ANHEEMNRK
HK$'000
FET
cosT B A
At 1 April 2015 RZE-—RFMNA—H 14,935
Exchange realignment PE 3 3 (528)
At 31 March 2016 RZE—RF=ZA=+—H 14,407
Exchange realignment PE H K (703)
At 31 March 2017 RZE—+F=H=+—H 13,704
ACCUMULATED AMORTISATION ZF B REE
AND IMPAIRMENT
At 1 April 2015 RZE—RFMNA—H 4,056
Charge for the year REFHIX 243
Exchange realignment M 5 T B (47)
At 31 March 2016 RZE-—RF=ZA=+—A1 4,252
Charge for the year REEHZ 228
Exchange realignment ME 5, B (75)
At 31 March 2017 RZE—+F=H=+—H 4,405
CARRYING VALUES BREE
At 31 March 2017 RZE—+tF=A=+—H 9,299
At 31 March 2016 RZE—RF=ZA=+—H 10,155
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18. PREPAID LEASE PAYMENTS (Continued) 18. BN HENT @

All land in Mainland China is state-owned and no individual land REAME Tt ARE RTTE
ownership rights exist. The Group acquires the right to use certain EER LT AR AREBWEET
land and the considerations paid for such right are recorded as T ALY NEBEENZRE
prepaid lease payments, which are amortised over the lease terms ABRTI A TE N E & 5 R Hi40

of 40 to 50 years using the straight-line method. ES0FFRHEZEAHE -
The carrying value of prepaid lease payments located on: EREENRZEAERERAT

&
2017 2016
—E—tHFE —ZT—REF
HK$'000 HK$'000
FET FAT
Land outside Hong Kong: BAERIN T

Medium-term leases FREAFE 49 9,299 10,155
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19. INTANGIBLE ASSETS 19. B EE

Gene

Technological invention
know-how rights Goodwill Total

BT &% 2R
HE e B Bt

HK$'000  HK$'000 HK$’'000 HK$'000
THET TAET TRET THET

(Note)
(Bt 3E)

cosT %N
At 1 April 2015 and RZE-—RFHA—HBRK

31 March 2016 —E-RFE=ZA=+—H 11,444 95,000 1,807 108,251
Less : Disposal e (11,444) — — (11,444)
At 31 March 2017 RZE—tF=A=+—H — 95,000 1,807 96,807
AMORTISATION AND 8 &R E

IMPAIRMENT
At 1 April 2015 and RZZE—RFHA—HBRK

31 March 2016 —E—RHF=ZA=+—H 11,444 95,000 — 106,444
Less : Disposal A= (11,444) — — (11,444)
At 31 March 2017 R-ZE—+F=A=+—H — 95,000 — 95,000
CARRYING VALUES REE
At 31 March 2017 A—E—+F=ZA=+—H — — 1,807 1,807
At 31 March 2016 RZE—RF=ZA=+—H — — 1,807 1,807

20. INVESTMENTS IN CONVERTIBLE BONDS 20. TRARESFKRE

On 28 July 2014, the Group completed the disposal of 51% RZZE—WmFLAZ+NB  &&
equity interest in Smart Asent Limited and received consideration TRHEEEBRRQFZ51%
with fair value of HK$435,193,000 comprising (i) cash payment f% #E - 0 U ER A B A 435,193,000
of HK$65,000,000; and (i) convertible bonds issued by Innovative BT zRE EFREORSMR
Pharm on 28 July 2014 with principal amount of HK$715,000,000 65,000,000/ 7T R = F — WM
(the “Innovative Pharm Bonds”) and fair value of FHrAZF+ N NHHEMBEEZEITR
HK$370,193,000. % % /&715,000,000% 7T 2 Al # A%

BEF(EMBEESDMAFER
370,193,000/8 7t °
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20. INVESTMENTS IN CONVERTIBLE BONDS

(Continued)

The Innovative Pharm Bonds bear interest at 3.5% per annum
payable in arrears annually with maturity on the 7th anniversary
of the date of issue of the Innovative Pharm Bonds (the “Maturity
Date”). The Group has the right to convert the Innovative Pharm
Bonds into shares of Innovative Pharm at any time from the date
of issue to the Maturity Date at an initial conversion price of
HK$2.5 per share.

The fair values of the Innovative Pharm Bonds and its components
on initial recognition and of the derivative component as at 31
March 2017 are determined based on the valuation conducted by
an independent qualified valuer. The methods and assumptions
applied for the valuation of the Innovative Pharm Bonds and its
components are set out as below:

20. TRARESFKEE @

EMBEESMEFNERIS%EF
X ZHE - BB BEMEEE
FETBHRFIEEF B2 H
B -AEEEARETEHREIH
Bz {E fa] B {5 1S <R i B8 BE B 5 1R 1)
FHMBREGB25ETERSEAMNE
Bipgin 2 R -

EMBREEFLERNBEREZ
ERBOARTELERORN -F
—tF=A=+—-HZRAFEDE
RBIAEREEMET ZMHEEM
BT HEMBEEFREARTD
ETHEMERZ T ARBRHED
LU

Debt Derivative

component component Total

7%
EX®HS ITERD F
HK$'000 HK$'000 HK$'000
F&TT FETT FETT
At 1 April 2015 RZZE—RHFMNA—H 270,792 78,428 349,220
Effective interest income (note 8) EERFBUWA (M ES) 62,718 — 62,718
Interest income received = U A B g A (25,025) — (25,025)
Change in fair value (note 9) NEEEB (ME9) — (23,953) (23,953)
At 31 March 2016 RZE—R"F=ZHA=+—8H 308,485 54,475 362,960
Effective interest income (note 8) ERRA B WA (M 5F8) 71,786 — 71,786
Interest income received B U 7 8 U A (25,025) — (25,025)
Change in fair value (note 9) NEEEE () — (33,397) (33,397)
At 31 March 2017 R-_E—+F=A=+—H 355,246 21,078 376,324

During the year ended 31 March 2017, the Company received
interest of HK$25,025,000 (2016: HK$25,025,000) from the
Innovative Pharm Bonds.
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20. INVESTMENTS IN CONVERTIBLE BONDS

(Continued)

The fair value of debt component of the Innovative Pharm Bonds
on initial recognition is determined using the prevailing market
interest rate of similar non-convertible debts and is carried at
amortised cost subsequently. The effective interest rate is
24.67%. The fair value of the derivative component, which is the
embedded conversion option in the Innovative Pharm Bonds is
calculated using the Binomial Model. The inputs into the model
at the respective dates are as follows:

20. TR ESHFKRE @

EMBEBELFBEB Lo RIBER
B2 AT ETREMUT ] &R ES
W3R 77T 35 F R B F I BB 18 1% B 58
AT ER - B A K £24.67% © 17
AETEBH (EMBEEFNRALR
i) 2 AFEA-—BRNEXGFE -
ZEARSBHAE ABENT

Stock price (HK$) i fh B 1% (B 7T)
Conversion price (HK$) EIRE(ET)
Discount rate AL IR =

Risk free rate (Note a) 7 b F E (M sa)

Expected volatility (Note b) 8 HR R 08 (Mt 5= b)
Expected dividend yield (Note c) TEHA AR B & (3t c)
Option life (Years) HA 4 HABR (4F HR)

31 March 31 March
2017 2016
—E-tF CTAF
=AR=+—-B =A=+—H
0.60 1.10

2.50 2.50
21.85% 25.11%
1.225% 0.942%
55.788% 65.913%
0% 0%

4.3 5.3

Any changes in the major inputs used in the model will result in
changes in the fair value of the debt component.

Notes:

(a) The rate was determined with reference to the yields of Hong Kong
government bonds and treasury bills as at the date of valuation.

(b) Based on the historical price volatility of Innovative Pharm for the period
from 18 July 2008 up to the date of issuance of Innovative Pharm Bonds or
up to the end of the reporting date.

ZHEAFMAEBHABB L CA2
BEEHEBBH 2 ATEE -

e -

@  ENEDSEFBBRFESKEFNE
BERHMNESRETE -

by HREMBER-_ZZNAFLA+NR
EEMBEEESETRYRNEEREN
RIEHMOBEERKIEBSL -

(c) Estimated with reference to the historical dividend payout of Innovative (c) SEBEMBENBAERBIRMTEE
Pharm.
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21. AVAILABLE-FOR-SALE INVESTMENTS

21. IHEERE

2017 2016

—B—tF ZT-RF

HK$’000 HK$'000

FHExT F&T

At 1 April HMmA—H 3,012 —

Additions NE — 3,012

Disposals & (1,124) —

Exchange realignment PE 5% (203) —

At 31 March R=A=+—H 1,685 3,012
Analysed as: DT A

Non-current assets (Note a) EMENE E (M 5Fa) — —

Current assets (Note b) meh & E (MisEb) 1,685 3,012

1,685 3,012

Available-for-sale financial assets were denominated in Renminbi.

The maximum exposure to credit risk at the reporting period end
is the carrying value of the debt securities classified as available-
for-sale.

Notes:

(a) On 13 January 2012, JECP, a wholly-owned subsidiary of the Company
subscribed for Renminbi (“RMB”) 2,500,000 of the registered capital of
Shanghai Longmark by way of capital injection. Shanghai Longmark is a
company incorporated in China and engaged in provision of health care
management services. The subscription was completed in April 2012, and
the enlarged registered capital of RMB12,500,000 of Shanghai Longmark
was owned as to 20% by JECP and 80% by United Gene HealthCare
Limited, Shanghai (“Shanghai United Gene”), which subsequently
transferred its 80% interest in Shanghai Longmark to B8 #ER( &) fEEE B 12
RIGAMR AT (“HAEM") in December 2012. Both Shanghai United Gene
and E#EAR are indirect wholly-owned subsidiaries of Innovative Pharm.
Shanghai Longmark was accounted for as an associate of the Group upon
the completion of subscription.
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21. AVAILABLE-FOR-SALE INVESTMENTS (Continued)

Notes:

(a)

(Continued)

On 25 April 2013, JECP entered into a capital injection and subscription
agreement with &K and Xie Yi, a shareholder and director of the
Company, in which Xie Yi agreed to subscribe for RMB7,490,000
(the” Subscription”) of the registered capital of Shanghai Longmark. The
Subscription was completed in August 2013, and the registered capital of
Shanghai Longmark increased from RMB12,500,000 to RMB19,990,000.
Accordingly, the Company’s equity interest of Shanghai Longmark was
diluted from 20% to 12.51%, and the respective shareholding of B &gfK
and Xie Yi in Shanghai Longmark was 50.02% and 37.47% respectively. As
a result of dilution, the Group considered it was no longer in a position to
exercise significant influence over Shanghai Longmark and Shanghai
Longmark ceased to be an associate of the Group. Shanghai Longmark is
accounted for as unlisted available-for-sale investments as the Group has the
intention to hold the investment for a continuing strategic and long-term
purpose and is measured at cost less impairment. The investment cost was
reduced to zero in prior years by share of loss of Shanghai Longmark.

The amount represents short-term highly liquid investments placed in a PRC
state-owned financial institution, which are readily convertible to cash. These
investments are all denominated in Renminbi with non-determinable return
rate. The fair value of these investments are based on estimated return of 2.8%
(2016: 2.6%), and the credit quality of these investments can be assessed by
reference to historical information or external credit ratings, if any. As at 31
March 2017, none of these investments is either past due or impaired and
the Group’s maximum exposure to credit risk as at that date is the carrying
value of these investments.

The fair value of these investments that are not traded in an active market is
determined by using valuation techniques. These valuation techniques
maximise the use of observable market data where it is available and rely as

At HERE @

i

(@

NZZE—=FMA_+HHE EHEE
HEEREARARERESHRT L
&ﬁ&%%%%vﬁ%~%%ﬁ%%%
g3 Ik &0 5 it & & A R #7,490,000
T(REFED REFTHEHENR=-Z—
SFENAREK R ESERNOEME
AN AR #12,500,0007C 38 i1 E A R
19,990,0007T © A it © AR &K EEEE
il ) A% 4 B 20% B SH = 12.51% + 1M 5 88
RRHBREEERNSERED BB
mm%&wu%om%%%%%-m
ERAEHESERTHAAEAY
%ﬁvﬁt§£%Tﬁﬁ$§@%%ﬁ
Ale FBEIRARAFE LT AIHLEER
A REARAEEENSEERKELES
BERE  BREE IR AR LR E
FTE-REXRAES B LGERMNEIE

MRBAFEARES -

ZHEETRN —HTEEE SR EE
ITEDETE#‘EEE%Z;_\L/HH@/M@E?X
B ZEREEMHUUARKEE M
HOREDBEIAEE -ZSREND
FETIIE28%(ZF —RNF :26%)H
REEREL TZERENEELXR
AR2EREERLIBEETR(W
B)TURE - RZE—LEF=A=+—
H ZEREMABHLBE MAE
ERZAFHAGENRSEERRAZS
REMKREE -

ZERBEYFAETRMSEERE MAR
FEDEMGERTERE RFEE
EMSBER ZAEHERMNEEER

little as possible on entity specific estimates. BRASE YRAERDEKBEENS
TE st o
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22,

INTEREST IN AN ASSOCIATE

CR—EBEQT ZER

2017 2016
—B—tF ZT-RF
HK$'000 HK$'000
FHET F&T
Cost of investment in an associate, unlisted R —REH 4N F 2% &
A 3E T 337,000 337,000
Share of post-acquisition losses and other — FE{SUtEE R BB R Hth2mH
comprehensive expense 5 (6,031) (3,134)
330,969 333,866

Smart Ascent is a private company with no quoted market price
available for its shares. The major asset held by the Smart Ascent
Group is the intangible asset in relation to an in-process research
and development project (“In-process R&D") involving an oral
insulin product (“Product”). As at 31 March 2017, in view of the
nature of the intangible asset in relation to the In-process R&D,
the Group in making the assessments as to the recoverable
amount of the In-process R&D, has engaged an independent
qualified valuer, Roma Appraisals Limited in conducting a
valuation as to the fair value of the interest in the associate.

The asset-based approach was adopted in the valuation of the
fair value of the Group's interest in the associate in order to
ascertain the recoverable amount of the In-process R&D. In
preparing cash flow projections, certain key assumptions were
adopted, in which the estimated cash inflows derived from
budgeted sales and expected gross margin were based on the
expectations for the market development. In addition, the
fundamental assumption included the regulatory approvals from
the relevant government bodies (in particular, the granting of the
certificate of new medicine and pharmaceutical manufacturing
permit for the Product by China Food and Drug Administration of
the PRC) to launch the Product by end of 2019. The recoverable
amount of the interest in the associate is determined based on
share of the estimated fair value of the In-process R&D after
taking into account the lack of control discount.
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22. INTEREST IN AN ASSOCIATE (Continued)

Particulars of the Smart Ascent Group at the end of the reporting

period are as follows:

Proportion of

22 RA—EEBE QAT 2R @

ERmERRZFBOT

AR

Proportion of
nominal value

voting power of issued
Place of held by the capital held by
incorporation/ Class of Group/Smart the Group/ Measurement
Name of associate operations shares held Ascent  Smart Ascent Principal activities method
x&E®/
X&EE/  EEFECD
ZMELS FERG EEfRE BTRAE
BENRER EEWH gl RERELH EELS EEEH FEAHR
Smart Ascent Hong Kong Ordinary 49% 49% Investment holding  Equity
piidas Bk g REERK i 42
Subsidiaries of Smart Ascent
EEZHE DA
Fosse Bio-Engineering ~ Hong Kong/ Ordinary 51% 51% Developmentand  Equity
Development Limited China commercialisation
of oral insulin
products
BHEAEMIRERAR BE/FEH L& MEkEmtORk R#E
BREZEE®
Welly Surplus Hong Kong Ordinary 51% 51% Inactive Equity
Development Limited
WmBERERAA BB R RS e 42
Nation Joy Industries British Virgin Ordinary 100% 100% Inactive Equity
Limited Islands (“BVI")
EREXARLA EBEUES TR EEXB P 1
([RBREX
ISH))
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22. INTEREST IN AN ASSOCIATE (Continued)

22. A—EEE QAT 2R @

The summarised consolidated financial information below THHEEAEMBERME BREBESTE
represents amounts shown in the Smart Ascent Group's RS EREVELEERES
consolidated financial statements prepared in accordance with BIfS TN 2 & %8
HKFRSs.
31 March 31 March
2017 2016
HK$'000 HK$'000
—E—+tF —E-RF
=A=+—H =ZA=Z+—H
FET FET
Current assets REEE 2,728 2,638
Non-current assets IETREEE 294,638 299,285
Current liabilities mEIaE (65,794) (65,795)
Non-current liabilities IRBEE (10,801) (8,234)
Non-controlling interests JEIERR RS (115,358) (116,569)
Non-current assets include the following: ZEBIEAEBIEATER
Intangible assets — In-process R&D B EE—#EITP 2 284,260 284,260
2017 2016
—E-+tF ZE-KRF
HK$'000 HK$'000
FHET FET
Revenue & — _
Loss and total comprehensive expense EBEEEZEES AR (5,912) (3,266)
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22. INTEREST IN AN ASSOCIATE (Continued) 22. R—REEE QAT 2R m@m

Reconciliation of the above summarised consolidated financial PR A BERBEHESG A TG
information to the carrying amount of the interest in Smart MRAMER IR EE ZEZHEER
Ascent recognised in the consolidated financial statements: H{E 2 $ 8k -
2017 2016
—E2—+tF ZZZT—KF
HK$'000 HK$'000
FET FHET
Net assets of the Smart Ascent Group EEBBEABGELES
attributable to owners of Smart Ascent BEFE 105,413 111,325
Proportion of the Group’s ownership KEBR#EE B E
interest in Smart Ascent #E 25 £ I 49% 49%

Carrying amount of the Group's interest REBRESE(ER—RHBE
in Smart Ascent as an associate NAE)z #wm 2 BREE 51,652 54,549

Adjustment for remeasurement to fair value 3 4 & B & & A V&
of the assets of the Smart Ascent Group AR ERE 2

on initial recognition EHFTEAE 279,317 279,317
330,969 333,866
23. AMOUNT DUE FROM AN ASSOCIATE 23. B —EHBE QX RRMIE

2017 2016
—E-tF TR
HK$'000 HK$'000
FERT FAET

Amount due from an associate FE U — Bk & R Al FRIE
Smart Ascent (Note) # A (M EE) 17,235 13,199
Note: As at 31 March 2017, amount due from an associate is unsecured and e R=ZFT—tF=A=+—8" El—
interest-free. Principal amount of HK$41,941,000 (2016: HK$41,941,000) is HBEQAARELAERMBR RS-
expected to be repaid after 6 years from 28 July 2014. Accordingly, the N @ §841,941,0008 T(ZF — X F:
balance is classified as non-current. Such non-current interest-free amount 41,941,000 1) EEI R =T — M F
due from an associate is recognised at its fair value of HK$8,455,000 upon tAZ+H N \BRERFAFEREEZ At
the disposal of Smart Ascent at an effective interest rate of 26.99% per BRSO ERIERE - AR —
annum. During the reporting period, imputed interest income of SRR ZIERDEEREAR L E#
HK$4,036,000 (2016: HK$3,091,000) is credited to profit or loss. A B R H A F{E8,455,0008 THER - &

BEFRB2699% - RBEHR - HE
| B U A 4,036,000 T (= F — N F
3,091,000 7T) BEt A% o
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24. INVENTORIES 24. FE

2017 2016

—B—tF ZT-RF

HK$’000 HK$'000

FTET FAT

Raw materials R M R 1,210 1,395
Work in progress EE S 797 588
Finished goods 2UpK M@ 5,600 3,941
7,607 5,924

25. TRADE RECEIVABLES 25. E 5 BUWERRX

2017 2016

—E—tF ZE—RF

HK$'000 HK$'000

FTHET FAEXT

Trade receivables B HEUWIER 72,370 89,827
Less: allowance for bad and doubtful debts & : 3% BR B #5 (34,953) (32,808)
37,417 57,019

The Group'’s trading terms with its customers are mainly based on REBEEPZESBAREEZERR
credit, except for new customers, where payment in advance is HoEREP—RBEEBENTR —
normally required. The credit period is generally ranging from 120 RERAT BEFESEHB1208E
to 180 days, extending up to one year for some major customers. 180 2 EEM mMEeETEFERRA

EMERSZ —F -
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25. TRADE RECEIVABLES (Continued)

The following is an aged analysis of trade receivables, net of
allowance for bad and doubtful debts presented based on the
date of delivery of goods which approximated the respective
dates on which revenue was recognised.

25. E 5 FEWBR X (@)

UTREZEEEFINEREST B
IRREREE LREERIMNH
HMEERRENEBASES) 2
5] o

2017 2016

—E—tF —F-AF

HK$'000 HK$'000

FHT THER

0-90 days 0-90H 14,352 19,467
91-180 days 91-180 H 15,490 26,658
181-365 days 181-365H 7,575 10,894
37,417 57,019

Included in the Group'’s trade receivable balance are debtors with
aggregate carrying amount of HK$7,575,000 (2016:
HK$10,894,000) which are past due as at the reporting date for
which the Group has not provided for impairment loss.

Ageing of trade receivables which are past due but not impaired

AEBESERERESTPREAE
& H*A7,5750008 L (ZF —/NF:
10,894,0007 7T ) M) JE U BR S 3R 5
BEAC @ ER - M A S B A RF UL 1ED
VEREN SR d

ERHBERREZE D EEERRER
e

2017 2016

—E-—tF C—ZT—RF

HK$'000 HK$'000

FET FHT

0-180 days 0-180H 7,575 10,894
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25. TRADE RECEIVABLES (Continued)

26.

25. B 5 FEWBR X (@)

The movements of allowance for bad and doubtful debts are as RIBEBRESEFHOT :
follows:

2017 2016
—E—+tF ZZE-REF
HK$'000 HK$'000
FET FHET
At 1 April RIMWA—H 32,808 26,745
Exchange realignment (E A (2,311) (1,836)
Allowance for bad and doubtful debts, net R iZ BF B {5 /% 58 4,456 9,004
Amounts written off as uncollectible 35 /7R A Y Bl ZRIE — (1,105)
At 31 March R=ZA=+—H 34,953 32,808

DEPOSITS, PREPAYMENTS AND OTHER 26. & FEAREREMERK

RECEIVABLES MIE
2017 2016
—EB—tEFE —T—XAE
HK$'000 HK$'000
FExT FAET
Deposits g 706 688
Other receivables H {th fE Y oA 1,579 4,008
Prepayments TE R 560 614
Trade deposits BEo5%® 2,127 3,083
4,972 8,393
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27.

28.

PLEDGED BANK DEPOSITS

Pledged bank deposits represent deposits pledged to a bank to
secure short-term banking facilities granted to the Group and are
therefore classified as current assets. The pledged bank deposits
carry variable interest rates ranging from 0.94% to 1.34% (2016:
0.48% to 0.7%) per annum.

BANK BALANCES AND CASH

Bank balances carry variable interest rates of 0.001% to 3.6%
(2016: 0.001% to 3.4%) per annum. Conversion of RMB into
foreign currencies is subject to the PRC’s Foreign Exchange
Control Regulations and Administration of Settlement, Sale and
Payment of Foreign Exchange Regulations.

The carrying amounts of cash and cash equivalents are
denominated in the following currencies:

27.

28.

EEARITER

BRFETERIERIF FETAME
AAEBEERZEHBRTRESRE
MERZTER MOBARBEE -
EHBRTERERFHHNENT
FFE094%E134% (=T — N F:
0.48% £0.7%) it B »

RTERERRS

RITHEBIZ TN EETF0001%E
36%(=ZF—XF :0.001% =3.4%)
R ARB R AINEEB ST
ZHNEE R AEHIIA R A TE - & B K A
EEEBE -

HekhkBEeEZEBEEZERENR
LT EEEE:

2017 2016

—B—tF ZT-RF

HK$'000 HK$'000

FHET FET

Euros B 2,002 3,235
Hong Kong dollars BT 47,573 56,283
Renminbi AR 5,356 3,217
United States dollars ET 162,872 118,263
217,803 180,998

156
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29. TRADE AND BILLS PAYABLES 29. ESENRARRENSNEE

UTARBERRREBRZAHZ
2B RNERRENZERER

The following is an aged analysis of trade and bills payables
presented based on the invoice date at the end of the reporting

30. ACCRUALS AND OTHER PAYABLES 30. FREARHMESKIE
2017 2016
—E—tF ZT—KF
HK$’000 HK$'000
FHET FET
Accruals and other payables TEIRE A I H fth FE NP RRIA 59,501 65,481
Received in advance (Note) 78 U sk mE (Bt aE) = 3,133
59,501 68,614
Note: On 21 September 2015, JECP entered into a transfer agreement with k& e RZFT—RFAAZ+—B HHNHBEER

period. S o
2017 2016

—E—tHF ZT-RF

HK$'000 HK$’000

TER TETT

0-90 days 0-90H 8,968 8,725
91-180 days 91-180 H 4,473 1,363
181-365 days 181-365H 756 156
1-2 years 124 168 325
Over 2 years 2F LA £ 494 524
14,859 11,093

REERERLHEAR AT for the transfer of the production technologies of

-z
MERBEEREHBERAFANEERSE

TEZESMNEERMEPEEETL
iz NEARARK260000075T (18
F 43,133,000 L) ([BEEHE]) - %8
FEERARERNCLETN - TREE
BEkHEME2EARERNCHERE B
Ao

certain pharmaceutical products and trademarks in the PRC at the
consideration of RMB2,600,000 (equivalent to HK$3,133,000) (the “Transfer”).
The Transfer was completed during the reporting period and the relevant
income was recognised in consolidated statement of profit or loss and other

comprehensive income.
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31.

32.

33.

AMOUNT DUE TO AN ASSOCIATE 31. B —EEE QAT RE

2017 2016
—F-tF =—ZEF—X
HK$'000 HK$’000
FTET FET
Amount due to an associate — JE 7 — FEl Bt i R B I —
Smart Ascent A 19,780 19,780
The amount is unsecured, interest-free and repayable on demand. A EAEEIF  AERARENE
2 o
DEFERRED TAX LIABILITIES 32. EERIEEE
The deferred tax liabilities recognised arose from the accelerated ORZAETEHEABE I HRINER
tax depreciation. BT EEL -
At the end of the reporting period, the Group has unused tax RBEHR REEBREB R
losses arising in Hong Kong and the PRC of approximately E A AT R BH R R B AR BOE N 2
HK$6,223,000 (2016: HK$6,223,000) and HK$ 13,202,000 (2016: RE)R B EE D 5 & #6,223,000
HK$10,371,000) respectively available to offset against future BT (=T — X 6,223,000/ 7T)
taxable profits. No deferred tax asset has been recognised due to 513,202,000/ T( = T — X F:
the unpredictability of future profit streams. Tax losses arising in 10,371,0007% 7T ) o B 70 K 2K 5 A1 88
Hong Kong may be carried forward indefinitely. Tax losses arising A RIER - B U R SRR AE A IR
in the PRC will expire in 5 years from the year of origination since BE REBEEZHBEEEITER
2015. Mg A -_FT—RFEE RPEE
EBBEREAEEZ FRASEF
WEH -
CONVERTIBLE BONDS 33. AR E S
On 16 July 2013, the Company issued zero-coupon convertible RZE—=F+HA+"H KQFEH
bonds (the “Convertible Bonds”) with principal amount in TR & #858641,300,0008 L 2 T B
aggregate of HK$641,300,000 at the conversion price of MR ES(AIRRES])  RKRE
HK$0.6413 for each new share of the Company, which, if fully RERARREFKRM0.64138 T - R
converted, is equivalent to 1,000,000,000 new shares of the TEHUH 1% B E 52 1,000,000,000 J A
Company to Mr. Ong Cheng Heang (“Mr. Ong"”) and Mr. Mao NAEFARRAD - AT R &S Th 9 Bl 81T
Yumin (“Mr. Mao”), each of principal amount of ¥ Ong Cheng Heang 5& 4 (TOng 4t 4 |)
HK$320,650,000. Mr. Ong was the non-controlling shareholder MEMREE(TELRED  ZFADA
and director of Smart Ascent prior to the completion of & % 17 7N § %8320,650,0007% 7T
acquisition of the remaining 49% interest in Smart Ascent by the AN £ B 5T K WS i A 2 T 82 49% HE
Group (“Acquisition”) and Mr. Mao was a director of the (W EE]) A Onglt £ B#EE
Company until 5 December 2013, and is a shareholder of the IHEERBRARESE MELEDE
Company in the current year and the prior years. EARAEFEEZE _TE—=F+=

RARRIL WREAFEREFER
RABRE -
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33. CONVERTIBLE BONDS (Continued)

The Convertible Bonds are convertible at the option of the
bondholders into ordinary shares of the Company at a conversion
price of HK$0.6413 per ordinary share on or before the seventh
business day prior to the maturity date of 16 July 2033, subject to
anti-dilutive clauses.

The Convertible Bonds are issued in HK$. The fair value of the
liability component of the Convertible Bonds was HK$20,712,000,
which has been determined by the discounted cashflow approach
using the prevailing market interest rate of similar non-convertible
bonds and taking into account the credit risk of the Company.
The effective interest rate is 18.72%. The fair value of the
conversion option of HK$569,288,000 classified as equity
component for the Convertible Bonds was calculated using the
Binomial Model. The inputs into the model were as follows:

33

AR ESF @

BEFEHEAATEERIHE -_FT=
=FEtAtTANBRELEEEBNK
Z AR IR BB B I & B AX0.6413/8 7T
HABRKREFAB/ARBRZER
B A RESEGTRR -

ATMBRESTIAB T EIT AR
BEHAED A F(ER20,712,000
BT HDEBREUETBRRES
LBETMBNEWKEREARNG 2
FEERBUBBBESREELETE
BN K B1872% 1 ¥ A& A
REHFEEEBL 2B EZATFE
569,288,000/ ;T Jy R A — B A E K
AFE ZERX @ ASENT :

Date of
issuance
16 July 2013
BITHH

—E—=
£H+~H
Stock price (HK$) f& & (B T) 0.59
Exercise price (HK$) TEECGET) 0.6413
Discount rate Ah IR & 18.72%
Risk free rate (Note a) R A X (rEa) 2.63%
Expected volatility (Note b) T8 HR R 08 (Bt 5Eb) 66.55%
Expected dividend yield (Note c) TEEARR Bl & (M) 0%
Option life (Years) HA i HAPR (5F HR) 20

Any changes in the major inputs used in the model will result in
changes in the fair value of the liability component.

Notes:

(a) The rate was determined with reference to the yields of Hong Kong
government bonds and treasury bills as at the date of valuation.

(b) Based on the historical price volatility of the Company for the period from 24
December 2009 up to the date of issuance of the Convertible Bonds.

(0) Estimated with reference to the historical dividend payout of the Company.
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33. CONVERTIBLE BONDS (Continued)

33. IR ES @

Movements of the liability component of the Convertible Bonds Al ESFaER s 2EEBFH Y WM
are set out below: T
Principal
amount Carrying
(Note) amount
A& HE
(Bt 3E) AREE
HK$'000 HK$'000
FAT FAET
At 1 April 2015 R-ZZE—RHFMNA—H 577,170 24,982
Interest charge B X H — 4,688
At 31 March 2016 R-ZE—R"F=ZA=+—H 577,170 29,670
Interest charge BT H — 5,552
At 31 March 2017 RZE—+F=A=+—H 577,170 35,222
Note: At the date of issuance, the principal amount of the Convertible Bonds was e : RBETEH ATRREFSZASER
HK$641,300,000, and thereafter the following events were taken place: 641,300,000/ 7t - i H & % 4 T 51518 -
On 5 August 2013, the Convertible Bonds with principal amount of R—ZZE—=ZF N \ARB A&HEhE
HK$64,130,000 was converted into 100,000,000 ordinary shares of the 64,130,000 T 2 AT MR EF ER B
Company at the conversion price of HK$0.6413 per ordinary share. 100,000,000k AR Bl F il ik - HiR(ER
il Em0.64138 T °
On 25 October 2013, 24 April 2014, 30 August 2014, 31 December 2014 R-_ZE—=%+F-+HB  —_F—
and 30 April 2015, the Convertible Bonds with principal amount of MEMA=Z+MA - ZT—WFNAR
HK$320,650,000, HK$64,130,000, HK$64,130,000, HK$64,130,000 and =+H - ZE—WmWFE+=ZA=+—H
HK$64,130,000 were acquired by Innovative Pharm from Mr. Mao EF-_Z—RAFNA=Z+H A&8EY
respectively. Al A& £1320,650,0007% JT 64,130,000 7%
JC * 64,130,000/ 7T * 64,130,000 7T &
64,130,000 7T 2 7] # R & 25 B B B Ml
BEmMELERE -
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34. DEFERRED INCOME ON GOVERNMENT

GRANTS

The amount represented receipt of grants by a subsidiary from
local government authority in the PRC. The movements in
deferred income on government grants are as follows:

34.

BAT 8 B 2 3R 5E WA

BRFKEE KB Q&R T
E I BT AR P 2 16 B o B HE B 2 R
ST AZE BT -

2017 2016
—E-tF ZZT—RF
HK$'000 HK$'000
FET FAETT

At 1 April R A—A
Receipt of grants 2 W4 B 2,955 —
Recognised in the profit or loss (note) iE s R () (193) —
Exchange realignment PE 7, 3 2 5 —
At 31 March R=ZA=+—H 2,767 —

Analysed as: PoRi=

Current liabilities B A& 63 —
Non-current liabilities ERBEE 2,704 -
2,767 —

Note: Government grants relating to property, plant and equipment are included
in non-current liabilities as deferred income on government grants and are
credited to the consolidated statement of profit or loss and other
comprehensive income on a straight-line basis over the expected lives of the

related assets.
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35. SHARE CAPITAL 35. lR&

Number of shares Share capital
& E N
2017 2016 2017 2016
ZE—itF ZE-RF ZEB—+tF ZT—RF
‘000 '000 HK$'000 HK$'000
TR T & FET FAT
Ordinary shares of EREEIOAEITLE
HK$0.01 each ERK
Authorised ETE 20,000,000 | 20,000,000 200,000 200,000
Issued and fully paid BEEITRAR
At 31 March R=ZA=+—H 2,390,000 2,390,000 23,900 23,900
No shares were issued during the years ended 31 March 2017 RNEBEE_ZT—+FRZT—RE=
and 2016. A=+—BIFE BEZETRND -
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36. FINANCIAL INFORMATION OF THE COMPANY 36. X2 R B &R

2017 2016
—E—tHFE —ZT—REF
HK$’000 HK$'000
FHExT FET
NON-CURRENT ASSETS ERBEE
Interests in subsidiaries — unlisted KRB AR 2 Em—I L™ 629,927 629,927
Amounts due from subsidiaries A I NG E 177,352 195,109
807,279 825,036
CURRENT ASSETS REBEE
Deposits, prepayments and other Ze BNFER
receivables H 4th pE W sk 8 222 221
Bank balances and cash RITHEHRLIA S 110,694 103,201
110,916 103,422
CURRENT LIABILITIES REEE
Accruals and other payables TEIR B A & H b e 518 724 637
Amount due to subsidiaries FE B B R R ZRIA 30,123 34,379
30,847 35,016
NET CURRENT ASSETS REBEEEE 80,069 68,406
NON-CURRENT LIABILITIES FREBEE
Convertible bonds Al A 1B & 35,222 29,670
NET ASSETS EEFE 852,126 863,772
CAPITAL AND RESERVES EXR#EE
Share capital P& A 23,900 23,900
Reserves (Note) () 828,226 839,872
TOTAL EQUITY ERBE 852,126 863,772
The financial statements were approved by the Board of Directors MBmERER_TE—LF AT
on 29 June 2017 and were signed on its behalf by: NEZLEEEMELTAHULTALR
REE
Xie Yi Wong Sau Kuen
EiES ETEHE
DIRECTOR DIRECTOR
- EF
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(Continued)

Note:

Reserves of the Company

36. FINANCIAL INFORMATION OF THE COMPANY

36. AT BEER @

B

AT EE

Foreign Convertible

currency bonds
Share Contributed translation equity Accumulated
premium surplus reserve reserve profits Total
AR AR &
ROEE BABRH ERLFEE ERFHE KRR k]
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THET THET FHET FET THET THET
At 1 April 2015 RZT—RF
MA—H 191,738 64,636 3,862 512,359 38,119 810,714
Profit for the year KEE i F — — — — 29,158 29,158
At 31 March 2016 RZZ—X
—A=+—8H 191,738 64,636 3,862 512,359 67,277 839,872
Loss for the year KREEEE — — — — (11,646) (11,646)
At 31 March 2017 R-ZB—tF
=RA=+—H 191,738 64,636 3,862 512,359 55,631 828,226
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37.

38.

COMMITMENTS 37. HiE
Commitment under operating lease REHEAE
The Group had future aggregate minimum lease payable under AREBRTAREECEHE T,Tju ot
non-cancellable operating lease with respect to office premises NGy AR REENESAEN
rental as follows: T
2017 2016
—E—+tF —T—REF
HK$'000 HK$'000
TEx FAET
Within one year —F R 1,826 1,564
In the second to fifth years, inclusive F_EFLFBEEREMFRL
) 3,427 —
5,253 1,564
Operating lease payments represent rental payable by the Group CEHENRIEASERENAE
for its offices. Leases are negotiated for terms ranging from one ERzHE FTERHELNERN ?
to three years and rentals are fixed over the lease terms and the —EZE=F HarHENHAEE B
above amounts do not include contingent rentals. LFHFIBEBABEXAER -
MATERIAL RELATED PARTY TRANSACTIONS 38. EAZEHM A X 5

Details of directors and key management compensation are
disclosed in notes 12 and 13 in these consolidated financial
statements. Save as the related party balances and transactions
disclosed elsewhere in the consolidated financial statements, the
Group had no other related party transactions during the year.

EERTEEEE 2R ZFBR
I EEE B WEWF12R13%
TEoREAEVMBRRAEMITDAEE
LB ERRER S FREEE
WmEMBEH TS -
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39. PARTICULARS OF PRINCIPAL SUBSIDIARIES

Country/place of Registered/

incorporation/ issued and fully

39. TEMB A TFE

registration/ paid share Proportion of issued share capital/
Name of subsidiary operations capital registered capital held by the Company Principal activities
EMmRL
B/ EE 2 BRI ARABFBERITRAE
(o) NCIER Bx/ 2% R#EREK A E A B TEXEK
2017 2016
—E-tf —E-RF
Directly Indirectly Directly  Indirectly
BE# ) B# &
Extrawell (BVI) Limited BVI/Hong Kong US$10,000 100% — 100% — Investment holding
ordinary shares
Extrawell (BVI) Limited HERAESR/ 10,000% 7 BB
B Egel
Jilin Extrawell Changbaishan  China RMB33,000,000 100% — 100% — Development,
Pharmaceutical Co., Ltd. registered manufacture, and
("JECP") capital sales of pharmaceutical
products
EMEEROIIEE [ AR FE HERHEER
BRRE 33,000,0007T
([E#HEED HMER
Extrawell Enterprises Hong Kong HK$20 = 100% — 100%  Investment holding
Limited ordinary shares and property
HK$1,000,000 investment
non-voting
deferred shares
BELERRAA e 2087 REBEREMERE
TR
1,000,000/ 7T
BREERT
i g
Extrawell Pharmaceutical Hong Kong HK$2 — 100% — 100%  Provision of agency
(HK) Limited ordinary shares services
BEZEX(BB)ERLRA FE 2B RERERE
TR
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39. PARTICULARS OF PRINCIPAL SUBSIDIARIES
(Continued)

39. TEMB LA AIFEE @

Country/place of
incorporation/

Registered/
issued and fully

registration/ paid share Proportion of issued share capital/
Name of subsidiary operations capital registered capital held by the Company Principal activities
EMmRL
2R/ KEz T BRT ADAMBERTRE
Wi 2 R & BR/ % RBRBRAX & A A TEEXH
2017 2016
—E—t#F —E-REF
Directly Indirectly Directly  Indirectly
BE# e & B GikES
South Asia Pharmaceutical ~ Malaysia Us$1 — 100% — 100% Marketing and
(China) Limited ordinary share distribution of
pharmaceutical
products
South Asia Pharmaceutical 5 26 75 25 1% HEREHER
(China) Limited TR
Mega Asia Pharmaceutical ~ Hong Kong/ HK$10,000 = 100% — 100%  Provision of agency
Limited China ordinary shares services
KBFEXERAF B/ HE 10,000 7T RERIZRE
TR
Smart Phoenix Holdings BVI Us$100 = — — 100%  Investment holding
Limited (note(i)) ordinary shares
Smart Phoenix Holdings ABRAHS 100% 7T REER
Limited (Pff (1)) gL
Changchun Extrawell China RMB50,000,000 — 73% — 73% Development,
Pharmaceutical Co., Ltd. registered manufacture and
("CEP") capital sales of pharmaceutical
products
RERBEBEERD L AR FE HERHEER
BRRE 50,000,000 7T
(TRERBED A EAR
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39. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(Continued)

Country/place of
incorporation/

Registered/
issued and fully

39.

FTEME QA AIFEE @

registration/ paid share Proportion of issued share capital/
Name of subsidiary operations capital registered capital held by the Company Principal activities
EMmRL
B/ KEz T BRT ARABFBERTRAE
(o) NCIER BR/ % R#EREK A E A B TEXEK
2017 2016
—E-tF —E-REF
Directly Indirectly Directly  Indirectly
E# % B &
Best-Bio Developments BVI/China Uss$1 — 100% — 100%  Investment holding
Limited ordinary share
Best-Bio Developments KBRELEE/ 1570 REER
Limited i TR
Right & Rise Limited BVI/China US$50,000 — 100% — 100% Holding of gene
ordinary shares invention rights
and investment
holding
Right & Rise Limited KBELEE/ 50,0003 7T BEEREEHER
i TR KREER
note (i) Smart Phoenix Holdings Limited was dissolved on 5 October 2016. FfF5EG) Smart Phoenix Holdings LimitedBERAZ%
—RNETARBREE -
The above table lists the subsidiaries of the Company which, in LRI ZARAMBRARRAR
the opinion of the directors of the Company, principally affect AEFRRIBREAFEMNHE
the financial results of the year or form a substantial portion of RABRKAREAEFEERNSS
the net assets of the Group. Z B AT -
None of the subsidiaries had any debt securities outstanding at R RSF R AR - SRR B A
the end of the year or any time during the year. AR A EATESN 2 BFE S o
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39. PARTICULARS OF PRINCIPAL SUBSIDIARIES
(Continued)

The table below shows details of non-wholly owned subsidiaries
of the Group that have material non-controlling interests:

Place/country of Proportion of

39.

Proportion of

TEME QA AIFHEE @

TRINTAEEREREKRFERE
BZHFEEMBRAZFT:

registration/ ownership

voting rights

incorporation/ interests held by held by (Loss) allocated to Accumulated

Name of subsidiary operations non-controlling interests non-controlling interests non-controlling interests non-controlling interests
B/ EMRY FERERFEZAE FERERAEZ STEEFERESZ
o N LEr Y BR R RERELH (B5#8) Rt FERER
2017 2016 2017 2016 2017 2016 2017 2016
ZEtE T RF ZB-tF T RF ZB—tF T R¥ ZFB-tF “T-R¥
HK$'000 HK$'000 HK$'000 HK$'000
TER TR FTERT TR
CEP China 27% 27% 27% 27% (2,470) (5,397) (3,826) (1,350)
RERE qn
Individually immaterial
subsidiaries with
non-controlling interests (15) 16 (15) —
BEFERERZ
ERTERMBRA
(2,485) (5,381) (3,841) (1,350)

Summarised financial information in respect of each of the
Group's subsidiaries that has material non-controlling interests is
set out below. The summarised financial information below
represents amounts before intragroup eliminations.

ERAAEERAERFERERZ
EWMBLrRZHMBERBESRF M
T TIHMBERBEREEBARF]
MY AT 2 28 e

CEP RERGE
2017 2016
—E—tHF —E—RF
HK$'000 HK$'000
FET FET
Current assets TENEE 28,283 30,740
Non-current assets EREEE 152,562 169,215
Current liabilities REBEE (179,541) (192,975)
Non-current liabilities EREBARE (7,198) (3,614)

Equity attributable to owners of RATHEE ANEE#ER
the Company (2,068) 4,716
Non-controlling interests JEIE AR RE S (3.826) (1,350)
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39. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(Continued)

39. TEMB LA AIFHEE @

CEP (Continued) RERBE @
Year ended Year ended
31 March 2017 31 March 2016
BZE HE
—E—tHF ZE—RF
=Z=A=t+—-H =A=+—H
LtEE IEFE
HK$'000 HK$’000
FET FAET
Revenue 1 = 44,477 28,584
Expenses 3 (53,717) (48,654)
(Loss) for the year KEE (F8) (9,240) (20,070)
(Loss) attributable to owners of the Company — 7x 2 &% A A FE(L (E18) (6,770) (14,673)
(Loss) attributable to non-controlling interests  FE 3% f% 4 25 FE (5 (E548) (2,470) (5,397)
(Loss) for the year KFZ (E18) (9,240) (20,070)
Other comprehensive (expense) income KAEHER ANEMLEAM
attributable to owners of the Company 2m| () WA (14) (315)
Other comprehensive (expense) income JEPE R HE o5 PR E A
attributable to non-controlling interests 2m|(FZ) WA (6) (458)
Other comprehensive (expense) income for AEEEME2E(FHX)
the year A (20) (773)
Total comprehensive (expense) attributable to 2N A & #EA A G 2 E
owners of the Company (%) EBE (6,784) (14,988)
Total comprehensive (expense) attributable to  ZE3E AR HEZS E(R 2
non-controlling interests (%) %sE (2,476) (5,855)
Total comprehensive (expense) for the year AFEE2E(FAX) A% (9,260) (20,843)
Net cash (outflow) from operating activities RESTBIES 7RSS
() F88 (4,552) (27,424)
Net cash (outflow) from investing activities WEESELE RS
Om i) %8 (1,026) (395)
Net cash (outflow) inflow from financing REEHELA RS
activities (mE)mAFEE (3,766) 20,636
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40. EVENTS AFTER THE REPORTING PERIOD

On 2 June and 11 May 2017, Extrawell Enterprises Limited (the
“Subscriber”), an indirect wholly-owned subsidiary of the
Company, entered into the subscription agreements with KKC
Capital SPC, a segregated portfolio company incorporated in the
Cayman Islands (the “Fund”), and pursuant to which the
Subscriber agreed to subscribe for 30,000 and 50,000
participating shares in the Fund attributable to the segregated
portfolio at aggregate consideration of HK$30,000,000 and
HK$50,000,000 respectively on the respective dates, which were
both funded by the internal resources of the Group. Details in
relation to the subscriptions are disclosed in the announcements
dated 2 June and 11 May 2017.
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A summary of the results and of the assets, liabilities and non-
controlling interests of the Group for the last five financial years, is set

AEBEBELEMBRFEZRE UWRE
E RERFERESMENT

out below:
For the year ended 31 March
BE=A=1t—-HLFE
2017 2016 2015 2014 2013
ZE—tF —T-RFE —T—RHF —T—NF —T—=F
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FTERT TExT FET FHET TExT
(restated)
(=7)
RESULTS ES
Revenue &= 107,903 142,201 128,833 150,673 151,068
Profit before taxation B B E A 18,927 27,490 555,397 34,046 8,886
Taxation Fi18 (616) (90) (92) (20,574) (706)
Profit for the year N4 & i R 18,311 27,400 555,305 13,472 8,180
Attributable to: AT ALTFEA:
— Owners of the Company —ARNAEEA 20,796 32,781 565,457 13,816 10,876
— Non-controlling interests —IE PR R 2 (2,485) (5,381) (10,152) (344) (2,696)
18,311 27,400 555,305 13,472 8,180
As at 31 March
W=B=+-H
2017 2016 2015 2014 2013
—2-tF TR —T-HFf —T-WOF —FT-=F
HK$°000 HK$'000 HK$'000 HK$'000 HK$'000
FTET TET TET FHET FET
(restated)
(=7)
ASSETS, LIABILITIESAND NON- ¥ - &8& K
CONTROLLING INTERESTS FERER
Total assets BEE 1,172,669 1,160,853 1,138,643 720,346 717,616
Total liabilities BaRE (146,818) (144,954) (142,264) (161,551) (134,324)
Total equity MaRE 1,025,851 1,015,899 996,379 558,795 583,292
Non-controlling interests R 3,841 1,350 (4,489) (135,499) (198,945)
Equity attributable to owners AR FEAF A
of the Company ek 1,029,692 1,017,249 991,890 423,296 384,347
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