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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 2018.
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Global growth strengthened in 2017, accelerating at its highest pace in
six years while China’s economy grew by 6.9% picking up pace for the
first time in seven years. Amid the widespread concerns over potential
impacts on the global economy brought by the possible rise in
protectionist sentiment, escalation in geopolitical tensions and
increased currency volatility, the Chinese economy saw a solid start to
the year 2018 with a better-than-expected growth of 6.8% in the first
quarter of the year demonstrating a pattern of stability.

While China’s economy has been rebalancing with focuses on
economic transition from rapid growth to high quality development,
moving towards accomplishing the overarching goal of becoming a
‘moderately prosperous society’ by year 2020 under the Thirteenth
Five-Year Plan (2016-2020) and establishing a ‘Healthy China’ by year
2030, China’s pharmaceutical industry has been undergoing in-depth
adjustments alongside the continuous deepening of healthcare reforms
and advancing of the supply-side structural reforms. The Chinese
government took further steps to reform the national healthcare system
and strengthen the regulatory system for the pharmaceutical industry
that a number of new policies were rolled out throughout 2017,
covering key areas in the industry, including production, circulation and
research and development. The implementation of policies such as the
‘Two-Invoice System’ across the entire nation by year 2018 would
eliminate multi-tier distribution and call for a more unified distribution
network, thereby accelerating consolidation within groups of
distributors, whereas, the hierarchical diagnosis and treatment system,
the zero mark-up of drugs by hospitals would affect the circulation
system for drugs and the structure of the end market for drug sales,
ultimately reshuffling the pharmaceutical distribution sector. The
policies associated with the standardisation of drug quality via
consistency evaluation on quality and efficacy of generic drugs,
continuous tightening of national environmental regulations and
intensified supervision pose pressure and challenges to manufacturing
enterprises, while reform policies and measures were introduced to
encourage research and development of innovative drugs.
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In the context of frequent reform policies and stricter regulatory
requirements, China’s pharmaceutical industry has entered into a new
normal state characterised by slower growth rate while the industry
structure is being optimised. The in-depth implementation of the reform
policies and stricter standards spurred fierce competition among
pharmaceutical enterprises and lead to severe market conditions which
have been increasingly impacting the Group’s trading segment of
imported pharmaceutical products which are more price-sensitive due
to intensifying competition from locally manufactured quality products
and are impacted by the regulatory measures of increasing scrutiny on
imported products. Despite the weaker than expected performance of
the trading segment which has turned into loss-making, the Group’s
relentless efforts on manufacturing quality products by leveraging the
production facilities of the Group’s GMP plants in Changchun have
demonstrated positive progress, the manufacturing segment has
achieved continuing improvement in performance during the year under
review.

The Group’s profit for the year attributable to owners of the Company
amounted to about HK$29.9 million as compared to a profit of about
HK$20.8 million of last financial year, representing an increase of about
HK$9.1 million primarily attributable to non-cash items.

As China’s pharmaceutical industry is still going through in-depth
structural adjustments under the sustained deepening of healthcare
reforms, the ongoing evolution of the pharmaceutical market will pose
additional challenges to the Group. However, the Group believes that
China’s rebalancing economy with growth momentum provides
dynamics for the sustainable growth of the pharmaceutical industry.
The Group will continue to focus on leveraging its GMP plants in
Changchun to develop quality products to meet market demand and
stay vigilant in cash flow management and cost control to enhance
overall operational efficiency with the aim of improving the Group’s
performance and maintaining its sound financial fundamentals to cater
for its long-term development. In the meantime, the Group will
endeavor to seek potential business opportunities to diversify its
revenue stream, and will continuously identify and evaluate investment
opportunities which will provide 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.

Dr. Xie Yi
Chairman
Hong Kong, 29 June 2018
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BUSINESS REVIEW

Overall Performance Review

In 2017, the global economy improved steadily throughout the year,
which grew at its highest pace since 2011. The Chinese economy in
the second year of its Thirteenth Five-Year Plan (2016-2020) also
recorded a better-than-expected growth at 6.9%, a pick-up of 0.2% in
2016, and in the first quarter of 2018, reported growth at 6.8%, an
indicative of its relatively steady economic growth. Against this
stabilised economic backdrop, the Chinese government unveiled a raft
of policies and measures; including two-invoice system for drug
procurement, cancellation of drug price mark-up in public hospitals,
stricter regulatory compliance and supervision on drug manufacture
and circulation in order to push forward the structural reform of its
healthcare system under the “Healthy China 2030 Plan”. These multi-
pronged policies to rationalise drug pricing structure and enhance
qualities tend to more favour leading pharmaceutical enterprises with
strong distribution networks and production capabilities, but entalil
significant impacts on the revenue and profitability of small enterprises
in the face of heightened pressure on prices and costs, which increase
uncertainties of being nudged out of market share in the context of
ever-changing market environment. Meanwhile, the regulatory policy
changes on new drugs stimulate the vitality of drug research and
development and support innovation to meet the nation’s unmet
medical needs.

The highly competitive environments posed significant challenges to
the Group. In the year under review, revenue and gross profit
decreased to HK$85.8 million (2017: HK$107.9 million) and HK$42.0
million (2017: HK$43.9 million) respectively, representing a decrease of
about 20.5% and 4.2% as compared with that of last financial year.
These were mainly the results of significant decrease in sales of the
imported pharmaceutical products under the Group’s trading segment,
notwithstanding the continuing improvement in performance of its
manufacturing segment.

The Group’s operating profit before income tax was about HK$29.2
milion (2017: HK$18.9 million), representing an increase of about
HK$10.3 million or 54.2%. Such increase was mainly due to the
reduction in share of loss of an associate of about HK$2.9 million, the
respective increase in effective interest income arising from and
decrease in loss in fair value changes on investments in convertible
bonds that are both non-cash items of about HK$11.5 million and
HK$16.6 million, and partly offset by provision for impairment loss on
available-for-sale investments of about HK$21.0 million.
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BUSINESS REVIEW (Continued)

Overall Performance Review (Continued)

The Group’s profit for the year attributable to owners of the Company
was about HK$29.9 million, representing an increase of about HK$9.1
million when compared to profit of about HK$20.8 million of last
financial year.

REVENUE AND OPERATING RESULTS

Imported Pharmaceutical Sector

Trading conditions remain difficult for the Group’s imported products.
The risks materialising in the year have put the segment under
tremendous pressure. The Group’s trading business was greatly
impacted by the unfavorable factors including the intensifying price
competition from competing products of local manufacturers and the
negative impact arising from increasing regulatory scrutiny on imported
products, as reported in the first half of the financial year extended into
the second half of the financial year. Segment revenue (net of provision
for sales return of about HK$5.4 million) declined significantly to about
HK$25.6 million (2017: HK$63.4 million), representing a decrease of
HK$37.8 million or 59.7%. Despite gross margin slightly improved and
recurring expenses remained in line with last year figures, this
significant decline in revenue and related profit contribution resulted in
a notable loss of about HK$6.0 million (2017: profit HK$2.7 million).
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REVENUE AND OPERATING RESULTS

(Continued)

Imported Pharmaceutical Sector (Continued)

As stated in the Group’s interim report issued in November 2017, the
substantial decline in revenue was primarily due to destocking pressure
of customers in anticipation of deeper discount on drug tendering price
triggered by increasingly aggressive competition from competing
products of local manufacturers, and an adjustment of subsequent
sales return in November which reduced revenue by about HK$4.7
million due to a product recall of an imported product from Argentina.
As to the understanding of the management, the product recall was
due to certain potential manufacturing practices issue reported in an
overseas on-site inspection by the Chinese regulatory authorities, and
the vendor had applied for renewal of import license of its product that
due in end October 2017. The vendor committed to bear all the related
costs of the sales return thus incurred and had been taking remedial
actions to resolve the matter with the authorities, however, the renewal
of its import license has yet to be obtained. Management considered
that the sales hiatus of this product would inevitably affect the segment
revenue, however, as its gross profit contribution had been decreasing
to below 10%, which would not have material impact on the segment
profitability. Currently, the backlog of approval process for the renewal
is expected to take some time to bring this product back to the market.

During the second half of the financial year, the Chinese authorities
conducted another overseas on-site inspection in Spain for the
Group’s major imported product that is a significant revenue and profit
contributor to the trading segment, the outcome of which has yet to be
concluded. The increasing regulatory scrutiny on imported products
further adversely influence the sentiment of the Group’s customers in
stock replenishment in light of the uncertainties brought by the on-site
inspection and the intensifying competitive landscape by the locally
manufactured products. Given the complicated operating environment,
the segment performance was considerably below management’s
expectation despite increased efforts, and management is cautiously
alert that such difficult market situation will persist in the coming year.

In light of the tremendous challenges, the Group has been collaborating
with business partners and consultants with the aim of resolving any
regulatory issues to mitigate the impact on the Group’s imported
products in the long term, and at the same time, adopting a more
flexible pricing approach to capture sales in the rapidly changing
environment.
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REVENUE AND OPERATING RESULTS

(Continued)

Manufactured Pharmaceutical Sector

The segment continued to make progress in revenue growth and
achieve significant reduction of operating loss. Sales of manufactured
pharmaceutical products increased to about HK$60.2 million (2017:
HK$44.5 million), representing an increase of HK$15.7 million or 35.3%
and segment loss reduced to about HK$3.7 million (2017: HK$12.0
million), representing a decrease of HK$8.3 million or 69.3%. However,
when taking into account the one-off gain on disposal of intangible
assets of about HK$2.8 million as recorded in last year, the loss
reduced by about HK$11.2 million.

During the year, the structural reform of pharmaceutical distribution
through implementation of two-invoice system in various provinces and
cities brought along challenges and opportunities to the segment. In
response to the change, management seized the opportunities to
adjust its distribution channels and expand its market coverage through
collaboration with distributors with extensive distribution network. This
led to an increase in revenue, and combined with management’s
dedicated efforts on improving productivity while maintaining product
quality for long-term competitiveness, gross margin improved by about
HK$13.8 million or 14.8%. To cope with the market development,
management had reduced certain direct sales workforce and deployed
providers of promotion, marketing and sales support-related services
to promote the Group’s product awareness in rural areas and
communities. The improved segment results were also contributed by
management’s efforts to strengthen measures for evaluating
creditability of customers and collectability of the overdue accounts
receivable. As a result of more effective credit management, provision
for impairment on trade receivables made in accordance with the
Group’s policies reduced by about HK$1.2 million and bad debts
recovered by about HK$3.4 million, when compared to provisions
made for last financial year.

The progress in the year highlights the Group’s investments to build
new GMP plants in Jiu Tai, China in 2014 with enhanced production
capabilities and assured product quality which are instrumental to meet
the challenges of ongoing healthcare reforms. The Group believes that
the intense efforts over the past years have laid a solid foundation for
future business growth and will continue to deliver long-term
performance for the Group.
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REVENUE AND OPERATING RESULTS

(Continued)

Gene Development Sector

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

Interest in an Associate

The Group holds 49% equity interest in Smart Ascent Limited (“Smart
Ascent”, together with its subsidiaries, the “Smart Ascent Group”), and
the major asset of 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”), which is still at its
clinical trial stage. In making the assessment as to the recoverability of
the In-process R&D and the fair value of the interest in the associate,
the Group has engaged an independent qualified valuer, Roma
Appraisals Limited (“Valuer”) in conducting a valuation. The asset-
based valuation approach has been consistently adopted in the
valuation and the recoverable amount of the In-process R&D was
determined based on fair value calculation using cash flow projections,
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 and launching of the Product by mid 2020.
The recoverable amount of the interest in the associate was determined
based on share of the estimated fair value of the In-process R&D after
taking into account the lack of control discount.

In conducting the impairment assessment, the directors of the
Company, having considered the prevailing market conditions,
reasonableness of assumptions used for the cash flow projections and
the valuation as prepared by the Valuer indicating its fair value in
excess of the carrying amount, do not identify any indication on the
carrying amount of interest in the associate as at 31 March 2018 that
may need to be impaired. Accordingly, no impairment is considered
necessary as at 31 March 2018.

As a minority shareholder of Smart Ascent, the Group will continue to
closely coordinate with Innovative Pharmaceutical Biotech Limited, the
51% shareholder of Smart Ascent, in monitoring the progress of the
oral insulin project with a view to facilitating successful launching of the
Product to the market. In addition, the Group will continue to perform
impairment assessment on the carrying amount of the interest in
associate in accordance with Hong Kong Accounting Standard 36
“Impairment of Assets” where necessary.

Annual Report 2018 =T — \FEF#f

Wk EEREw

EEMERE
RAFE ZRAREBENRAR WL
IR B A 35 -

R—BBEQT 2R

AEEFKEELEERRA(ELE] EF
HINBARMWAEESEE])40%MHE -
ERECTEEERBRETH ZMER
BETHZHAEDNELEE EF Y

RORRSEER(EM])  BENERRK
BARER AEEERETHZMEZT

WhEl RN SRR RS2 AP EE
TR EERBYAERMEEMES
BEFEARQR((HEM]DETHE-
RETHER-—BEXRAEEERGEE
METHR 2B AR EDSEHERRSE
ﬁ%ﬁmﬁfﬁiﬁﬁﬁﬁi HRE
EHERREMNXFEZAFRER

E%Fﬁm%?EZﬁ% REBER=
Z_TEFTHNGSEBERMAES A
EREREm REBEQA 2#ER I
B EBIORBEEETHIZHEZMGEFL

FEYEAREZGHEIITERETE -

FEETRENGEE  EEEEMHR
EQMEEW%E%F“WAEE&%@
BT RERAEAFEBLEEE
ARAEFYEZREMPRE TN S
NAZEER T N\F=ZA=+—RHZ
FREEAEAFLRE BB AR _F—
NE=ZA=+—BHBEELRE-

EEREEZLPERER  AE@BGHEER
EMBEREVREAERAR (FEEEL
a%h%Zh%ﬂ% T 1E  BSER O AR R
EZEEMERBR - LIREERKNE
M5 Wik AEERNBEFEER
BEBETERFEI6EEERME] 5 R
BRRZ RS ZEEEETRERTMS -

11



12

BREXEREARQF

Extrawell Pharmaceutical Holdings Limited

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$53.0 million (2017: HK$42.4 million), which increased by about
HK$10.6 million or 25.0%. The increase was primarily attrioutable to
investments in convertible bonds in which the effective interest income
increased by about HK$11.5 million and loss on change in fair value of
its derivative component decreased by about HK$16.6 million, bad
debts recovered by about HK$3.4 million and partly offset by a
provision of about HK$21.0 million arising from impairment loss on
available-for-sale investments.

Selling and Distribution Expenses

Selling and distribution expenses of the Group slightly increased to
about HK$32.3 million (2017: HK$31.7 million), representing an
increase of HK$0.6 million or 1.9%. Such increase reflected sales
growth of the Group’s manufacturing segment, which was partly offset
by a decrease in selling and distribution expenses of the Group’s
trading segment.

Administrative Expenses

Administrative expenses remained relatively stable at about HK$27.0
million (2017: HK$27.2 million), which reflects the Group’s continued
efforts and focuses on cost containment initiatives to reduce expenses
and to prevent unnecessary spending without causing damage to the
Group’s profitability.

OUTLOOK

Since the implementation of the Thirteenth Five-Year Plan (2016-2020),
China’s pharmaceutical industry has witnessed frequent rolling out of
reform policies bringing healthcare and supply-side structural
adjustments which reshape the competitive landscape and accelerate
consolidation within the industry.
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OUTLOOK (Continued)

It is anticipated that the Chinese government’s continued measures
and initiatives in regulating the pharmaceutical industry and demanding
regulatory compliance will continuously intensify market competition
and pose challenges on the Group’s performance. As the Group’s
trading segment of imported products has been hard hit by the ever-
increasing competition from competing products of local
manufacturers, the Group will continue to leverage scale production
and product quality in its manufacturing segment in competition for
gaining greater market share, which has demonstrated positive
progress and achieved continuing improvement in its performance. The
Group will continue enhancing the production efficiency and
strengthening cost savings measures to reinforce fundamentals for
development of the manufacturing segment. In addition, the Group will
be more agile in response to policy changes through more flexible
marketing strategies and focus on improving the overall operational
efficiency to cope with the rapidly changing market conditions.

Looking forward, the year ahead is full of challenges to the Group.
Although the pharmaceutical industry has been undergoing very
significant changes since healthcare reforms in 2009, the Group
believes that the industry will maintain a stable growth as there are
mounting demands, in particular, driven by combined factors of
accelerated aging population, growing chronic diseases and improving
standard of living in China. In the meantime, the Group will continuously
endeavor to improve the Group’s business operations and will seek
potential opportunities with the aim of diversifying its revenue stream
and creating long-term value for the shareholders.

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.
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Extrawell Pharmaceutical Holdings Limited

FINANCIAL REVIEW (continued)

Liquidity and Financial Resources (Continued)

As at 31 March 2018, the Group had total cash and bank balances
(including pledged bank deposits) of about HK$182.3 million (2017:
HK$238.0 million), representing a decrease by approximately 23.4%.
Such decrease was mainly the result of significant investments made in
aggregate of HK$80 million (as detailed below) and the receipt of about
HK$25.0 million interest income from investments in convertible bonds.

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$20.5 million (2017: HK$20.2
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
2018 was 0.051 (2017: 0.047), calculated based on the Group’s total
assets of about HK$1,216.8 million (2017: HK$1,172.7 million) and
total debts of about HK$61.6 million (2017: HK$55.0 million),
comprising convertible bonds of about HK$41.8 million (2017:
HK$35.2 million) and amount due to an associate of HK$19.8 million
(2017: HK$19.8 million).

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.
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FINANCIAL REVIEW (continued)

Significant Investments

In the year under review, the Group subscribed a total of 80,000
participating shares in KKC Capital SPC, a segregated portfolio
company incorporated in the Cayman Islands at aggregate
consideration of HK$80,000,000. Details of these significant
investments at 31 March 2018 as held by the Group and classified as
available-for-sale investments at fair value through comprehensive
income are set out below:
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Extrawell Pharmaceutical Holdings Limited

FINANCIAL REVIEW (continued)

Employment and Remuneration Policy

As at 31 March 2018, the Group had 178 employees (2017: 238). Staff
costs (including directors’ emoluments) for the year ended 31 March
2018 amounted to approximately HK$25.8 million (2017: approximately
HK$26.8 million), which was mainly due to decrease in headcount at
the manufacturing segment.

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 of Hong Kong Limited 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 2018, no share
option has been granted under the Scheme.
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BIOGRAPHICAL DETAILS OF DIRECTORS
AND SENIOR MANAGEMENT

Executive Directors
Dr. Xie Yi Ph.D. (aged 55)

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 Yi Ph.D. (aged 60)

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.

Mr. Cheng Yong (aged 55)

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.
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Extrawell Pharmaceutical Holdings Limited

BIOGRAPHICAL DETAILS OF DIRECTORS
AND SENIOR MANAGEMENT (continued)

Executive Directors (Continued)
Ms. Wong Sau Kuen (aged 55)

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 56)

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.

Mr. Lu Zhigiang (aged 43)

Mr. Lu Zhigiang 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.
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BIOGRAPHICAL DETAILS OF DIRECTORS
AND SENIOR MANAGEMENT (continued)

Independent Non-executive Directors
Mr. Fang Lin Hu (aged 80)

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.

Mr. Xue Jing Lun (aged 84)

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 47)

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.
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Extrawell Pharmaceutical Holdings Limited

BIOGRAPHICAL DETAILS OF DIRECTORS
AND SENIOR MANAGEMENT (continued)

Senior Management
Dr. Wen Ming (aged 57)

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
graduated with a bachelor’'s degree in medical science from the
Guangzhou Medical College and obtained a master’'s degree in
medical science from Sun Yat Sen University of Medical Sciences (now
renamed as the Sun Yat Sen University). Prior to joining the Group, Dr.
Wen worked in a hospital of Sun Yat Sen University as the chief
physician for ten years.

Mr. Gong Youlu (aged 49)

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 46)

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 41)

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, he worked with
manufacturing enterprises in the PRC.
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A. CORPORATE GOVERNANCE PRACTICES

Corporate Governance

The Group recognises the importance of achieving and
monitoring the high standard of corporate governance consistent
with the need and requirements of its business and the best
interest of all of its shareholders. The Group is fully committed to
doing so.

In the opinion of the directors, the Company has complied with
the code provisions of the Corporate Governance Code and
Corporate Governance Report (“Code Provisions”) as set out in
Appendix 14 of the Rules Governing the Listing of Securities (the
“Listing Rules”) on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). During the year ended 31 March 2018, the
Company had adopted and applied the Code Provisions, except
for certain deviations as set out below.

Code Provisions A.1.3 and A.7.1 stipulate that 14-day notice
should be given for each regular board meeting and that in
respect of regular meetings, and as far as practicable in all other
cases, an agenda and accompanying board papers should be
sent in full to all directors in a timely manner and at least 3 days
before the intended date of a board or board committee meeting (or
other agreed period). The Company agrees that sufficient time
should be given to the directors in order to make a proper
decision. In these respects, the Company adopts a more flexible
approach (and yet sufficient time has been given) in convening
board meetings to ensure efficient and prompt management
decisions could be made.

Code Provision A.2.1 provides that the roles of chairman and
chief executive officer should be separate and should not be
performed by the same person. Dr. Xie Yi has served as the
Chairman and Chief Executive Officer of the Company. However,
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 as all major
decisions of the Company are made in consultation with
members of the Board.
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A. 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.
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A.

CORPORATE GOVERNANCE PRACTICES

(Continued)

Corporate Governance (Continued)

Code provision E.1.2 stipulates that the Chairman of the Board
should attend the annual general meeting of the Company. Due
to health reason, Dr. Xie Yi was unable to attend the annual
general meeting of the Company held on 25 August 2017. Dr.
Lou Vi, an executive director of the Company, was appointed to
chair the annual general meeting in accordance with the
provisions of the Company’s bye-laws, and answered questions
from shareholders of the Company.

The Company will continue to review and monitor the situation as
stated above, and to improve the practices as and when the
circumstances demand.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (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 2018.
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C. BOARD OF DIRECTORS

As at the date of this annual report, the board of directors (the
“Board”) comprises six executive directors and three INEDs as
follows:

Executive Directors

Dr. Xie Yi (Chairman and Chief Executive Officer)
Dr. Lou Vi

Mr. Cheng Yong

Ms. Wong Sau Kuen

Mr. Liu Kwok Wah

Mr. Lu Zhigiang

Independent Non-executive Directors

Mr. Fang Lin Hu
Mr. Xue Jing Lun
Ms. Jin Song

Save as disclosed, there is no other relationship (including
financial, business, family or other material/relevant relationship)
among the members of the Board.

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.
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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.

C. BOARD OF DIRECTORS (Continued) C. E%%(%)
During the year ended 31 March 2018, four Board meetings and HE-_Z—N\F=A=1+—HIHF
an annual general meeting of the Company were held, and the B AARSERTUANETSEEN
attendance records of each director at the respective meetings —RBERAFAES  MSESNIEH
are set out in the table below: @X VHBERFHNTER:
Number of attendance
HE R "
Board General
Meeting Meeting
Name of Director EENS EEggR BRAE
Dr. Xie Yi IR IE L 4/4 0/1
Dr. Lou Vi BilzE+ 4/4 1/1
Mr. Cheng Yong 2E %A 4/4 11
Ms. Wong Sau Kuen FHEBLZL 4/4 11
Mr. Liu Kwok Wah B2 B EE S A 4/4 1/1
Mr. Lu Zhigiang BRI E 4/4 11
Mr. Fang Lin Hu MRS A& 4/4 11
Mr. Xue Jing Lun EBERfmiE 4/4 11
Ms. Jin Song EA /NG 4/4 11
In addition, a meeting was held between the Chairman and all AN EEING R BREE NER(T
INEDs without the presence of executive directors during the EETAEENBER TNH2ES T IE
financial year. HERT-RAg=E-
The Company has arranged appropriate directors’ and officers’ NI R =50l = N A= S N =|
liability insurance for members of the Board and officers in order ZHEBEZEE NS R AE T TR
to protect legal claims against their lawful discharge of duties in M LA BT S ot AN £ B 75 4O0% B B
relation to the Group’s business. BREPEANEEAFRFIZEHERE -
CHAIRMAN AND CHIEF EXECUTIVE D. EERITHAR

HBRBLEERAR R EFE RITHAE
ol MR ETRHRXEA2IKE
REFRTHRARZABEZD
- BETEAR-ALTREZIRE -
HRARAMBEIERRARES
SR BERREL  WARFMRE
BERR - AREETERTHR
HoMBAERENEERZ -
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E. 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.

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.
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F. NOMINATION COMMITTEE (continued)

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 a meeting during the year ended
31 March 2018, and all members (except Ms. Jin Song) had
attended the meeting to review the structure, size and
composition of the Board, and assess the independence of
INEDs.

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.
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G. REMUNERATION COMMITTEE (Continued)

During the year ended 31 March 2018, two meetings were held
and attendance of each director is set out as follows:

G. FMNZEES®

BE-_Z-N\F=A=+—8 1%
EORBITMASHE SESEZ2HE
KEFHWT

Number of attendance

Name of Director BEERR H X E
Mr. Fang Lin Hu R Yk 2/2
Mr. Xue Jing Lun EBEmfmteE 2/2
Ms. Jin Song &M+ 2/2
Dr. Xie Vi M E L 2/2

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 conditions and the responsibility of
individual members. During the year ended 31 March 2018, 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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G. REMUNERATION COMMITTEE (Continued)

Directors’ emoluments and the five highest paid individuals for
the year ended 31 March 2018 are disclosed in notes 10 and 11
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:

G.
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Number of individuals

AE
2017
—E—+F
Emolument band B < 8
HK$ Nil to HK$1,000,000 = 7 7T = 1,000,0005% 7T 3

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.

H.

BEREES

ARFERLBEREZEE  WIHE
FEBESLE AHBESECS 2%
ST AR X E C.33EPTE (X W B E
HBEER) ZBE -

BERZREGZIEZRARYESE
RERRB 2 ZHMGRT RITH
FoREBREERABEESE B
BHRERBTERRSEREFLE
EEMMEER-

29



30 Extrawell Pharmaceutical Holdings Limited f{EZEIERAR AT

H. AUDIT COMMITTEE (Continued)

The current members of the Audit Committee are Mr. Fang Lin
Hu (Chairman), Mr. Xue Jing Lun and Ms. Jin Song. During the
year ended 31 March 2018, three meetings were held and
attendance of each director is set out as follows:

H ZEEZEgw

BERZEGZHRAREBRIMES
E(ER) BERfRtERkeEnzt-
BE-_T-N\F=ZA=+—HBLL#F
B BRIT-ZAEH SEFZHR
KW -

Number of attendance

Name of Director EEHR o R
Mr. Fang Lin Hu FMESEE 3/3
Mr. Xue Jing Lun Rt A& 3/3
Ms. Jin Song SNt 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.

AUDITOR’S REMUNERATION

An analysis of remuneration in respect of audit and non-audit
services provided by BDO Limited and BDO Tax Limited
respectively for the year ended 31 March 2018 is as follows:

BERZRECCEN+FEREER
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BB
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MRENEZNIFBERE M e
DT

HK$’000

FE&ET

Audit services EZRTE 798
Non-audit services FEEZIRTS 25



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 auditor of the Company about their reporting
responsibilities is set out in the “Independent Auditor’s Report”
on pages 62 to 66 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 2018, 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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K. 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 (i) 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.

DIRECTORS’ CONTINUOUS TRAINING
AND DEVELOPMENT

Directors are encouraged to participate in continuous
professional development in order to develop and refresh their
knowledge and skills. This is to ensure that their contribution to
the Board remains informed and relevant.

During the year ended 31 March 2018, the directors were briefed
and updated with written materials on the latest development
regarding the Listing Rules and other applicable legal and
regulatory requirements from time to time, to ensure compliance
and enhance their awareness of good corporate governance
practices. In addition, the Company had organised an in-house
training seminar for the directors, which was conducted by
qualified professional covering topics on the Listing Rules,
including regulatory development and directors’ responsibilities
with training materials provided. Directors are also encouraged to
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L.

M.

DIRECTORS’ CONTINUOUS TRAINING L.
AND DEVELOPMENT (Continued)

attend outside seminars and talks organised by professional
bodies to enrich their knowledge in discharging their duties as a
director. All directors have participated in continuous professional
development by attending training courses and/or referring
materials on the topics related to corporate governance and
regulations:

Executive Directors

Dr. Xie Yi Attending in-house training course and
self-study

Dr. Lou Vi Attending in-house training course and
self-study

Mr. Cheng Yong Attending in-house training course and
self-study

Ms. Wong Sau Kuen Attending in-house training course and
outside seminars/talks conducted by
professional bodies and self-study

Mr. Liu Kwok Wah  Attending in-house training course and
outside seminars/talks conducted by
professional bodies and self-study

Mr. Lu Zhigiang Attending in-house training course and
self-study
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 Attending in-house training course and
self-study
JOINT COMPANY SECRETARIES M.

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 2018.
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N.

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)

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

(4)  annual general meeting

(6) the Company’s Hong Kong Branch Share Registrar, Tricor
Tengis Limited in respect of share registration and related
matters

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.
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O. SHAREHOLDERS’ RIGHTS (continued)

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.

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 2018.

Annual Report 2018 =Z— \EF#f

B RREF )
RBREAELEZSZRESR

BREE(NAN—FRaE)ET9ME
RE ARAERFEBENRAQA
BREREREZAQAHBEBRAT
PR+ oDz —Z2EMREERE %
AOR100ZBREMETER : @
BT —EREAFTFAEBS
2 PR ER B B AN 0 PGS FNE A AT RE R
ZASLERBZLERE L8 &
ZIRFHR MO)AZERREMTE
B1000F2EMBRAE  LEAR
ZASGLEREZAFBRAMETR
BREEZEE-

BREE(— AN —FREE)FE80E
RE HEBARBZEAEHEAX
RAPEEMMEE B2FAR
FLR(MBEZEXRIAEZERBAZE
BIARTRITANELANEHH (WA
EREMEF) ASRTHAEL—E
HER WASNREASERHEAA
RIS 2 5KTE °

MEEERXEN

BRMAERERRERE O BREHAR
NAIETEZEEXEMEBTESS Wikt A
BRI B RRBEIIR AL HER
KIE 2218 2206-08 = °

MBEREXH

BE_ZT-N\F=ZA=+—HL*F
B ARAEzBBERE X EEM

35



36 Extrawell Pharmaceutical Holdings Limited f{EZEIERAR AT

INTRODUCTION

As a member of the global business community, the Group
recognises the importance of sustainable development. This
second Environmental, Social and Governance (“ESG”) Report,
covering the period from 1 April 2017 to 31 March 2018 (the
“Period”), has been prepared in accordance with the
“Environmental, Social and Governance Reporting Guide” under
Appendix 27 of the Listing Rules. The Group observes the
principles of materiality, quantitative, balance and consistency,
and therefore focuses on reporting the practices and various
works in environmental and social aspects of the Group’s major
lines of business in manufacturing and trading activities as well as
the operations of its Hong Kong headquarters. The selected Key
Performance Indicators are summarised under Section 6 of this
report. With respect to governance, it is separately reported on
pages 21 to 35.

The Board is responsible for the ESG strategy, and is committed
to conducting regular review and evaluation of the Group’s ESG-
related policies and risks so as to ensure that appropriate and
effective ESG risk management and internal control systems (the
“Systems”) are in place. Senior management of relevant
operations have been engaged to identify the relevant ESG
issues and to assess their materiality to the Group’s business as
well as to its stakeholders. As manufacturing activities involve
production process, which will have a material ESG impact, an
"Environmental Protection, Occupational Health and Safety
Management Committee” (the “Committee”) has been formed 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 Chinese authorities to
administrate and monitor the works. The Committee will report to
the Board on material ESG issues on annual basis. For trading
segment and Hong Kong headquarters, which are generally
office’s operations and will have a limited ESG impact, staff
members of various departments are engaged to implement the
sustainable policies and practices adopted by the Group. The
Group’s risk management and internal audit function will conduct
regular review on the effectiveness of the Systems and report the
findings to the Board.
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INTRODUCTION (Continued)

The Group values opinions from stakeholders including
shareholders, staff members, business partners, governments
and the communities, and is committed to building constructive
relationships with stakeholders through different communication
channels including annual general meetings, the Company’s
website, annual reports, industry forums, meetings and corporate
social responsibility activities with a view to achieving its
objectives towards sustainable growth. Stakeholders could send
their comments on this ESG Report to the head office of the
Company by post, fax or email as detailed in the Company’s
website www.extrawell.com.hk.

ENVIRONMENTAL ASPECTS

It is the Group’s policy for each business segment or operation
to manage the environmental impacts of emissions caused by its
activities and comply with the applicable environmental laws,
prevention and control regulations in which it operates. During
the Period, the Group did not breach the related emissions laws
and regulations.

2.1 Emissions

Emissions arising from production activities of the Group’s
manufacturing segment include air pollutants, greenhouse
gas (“GHG”), water and solid wastes. The Group’s trading
activities and the Hong Kong headquarters have
insignificant emissions of air pollutants, water and solid
wastes but GHG emissions. In this report, GHG is
categorised into three scopes as below:

refers to direct emissions from sources
that are owned or controlled by the
operations. Examples include coal
combusted for boilers, fuels used by
owned vehicles.

(i) Scope 1

refers to indirect emissions from
consumption of purchased electricity,
steam or other sources of energy.

(i)  Scope 2

refers to indirect emissions from other
activities that are consequences of the
operations but are not directly owned or
controlled. Examples include business
travel, third-party distribution and
logistics.

(iiy  Scope 3

Annual Report 2018 =Z— \EF#f

A= RC))

AEBERMNZHEE(RERR -
BT EBAEREH BNRTRERE)
BENBER UHRORBEBTRER
REB(BEREBEBFRG AR08
U FEHRE  TERE KD
EuegEEED BN EHEEEY
ROBEFE UHEREAFEERE
ZE-FmAEENBEET FAEK
BB AN (FEREARQ AR AL www.
extrawell.com.hk)) [A] 2 A &) 48 #% =5 &
RRXBEZFHAIRE HERERRE

MER -

REEE

AEERXEBOBRHEENHER
EREREERHELANFREREDN
FEVYBTELERMERENER
REER FAHREEER - RAH
A AEEYRERBEEROER
KRR

2.1 HEW

AEEREDENEERDE
TN ERERSRD
BERBIAEERE] KK
BEEED AEENE5E
HLEERBELENZERS
2~ K B [ B8 BE 2 ) B UK
FEM - MR EREBERAEK
Lo EARET AEERED
RUAT=ZE&%E :

) HWE1 EREXRHKERNK
72 ] B SRR B B 1%
BEBR = 5] 20 5 18 KR
BRER - BA A
EERRMREF -

ERBHEEMBE
N ERE AR
BROR /A & B

iy #E2

R e

iy #E3 BENKBIIFEEEE
BRI EFESE
B H M E B A R

BEDR o Il 20 78 75 i
T F=ZADHERK

At
MRS -



38

Extrawell Pharmaceutical Holdings Limited f{EZEIERAR AT

2. ENVIRONMENTAL ASPECTS (Continued)

2.1 Emissions (Continued)

2.1.1 GHG emissions arising from the Group’s trading

activities and the Hong Kong headquarters mainly
relate to indirect emissions of purchased electricity
under Scope 2 and third-party distribution and
logistics as well as business travels under Scope 3.
During the Period, the respective Scope 2 and Scope
3 emissions amounted to a total of about 26 tonnes
carbon dioxide (“C0O2”) and 111 tonnes CO2
respectively.

2.1.2 As to the manufacturing segment with a factory in

Changchun, China, the Committee is responsible for
implementing policies and monitoring the factory’s
performance so as to ensure its strict compliance
with the environmental requirements under the
relevant laws and regulations such as the
Environmental Protection Law ((RIZREE)), the
Water Pollution Prevention and Control Law (K52
[5587%)) and Prevention and Control of Air Pollution
Law ({KFI5EMAE)). During the Period, the
factory handled its major emissions in the following
manner:

The major source of waste gas emission comes
from coal-fired boilers. Air pollutants mainly
include sulfur oxide (“SOx”), nitrogen oxide
(“NOx”), and particle material (“PM”). The
factory has installed a desulfurisation tower to
ensure levels of emission 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. In the Period, SOXx,
NOx, and PM emissions amounted to about
3,326 kgs, 535 kgs and 75kgs respectively. In
pursuit of continual improvement, the factory
has planned to replace coal-fired boilers with
gas boilers by end of 2018.
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2. ENVIRONMENTAL ASPECTS (continued) 2. BIEBEE@®
2.1 Emissions (Continued) 2.1 BER)
2.1.2 (Continued) 2.1.2 (&)
GHG emissions arising from coals used for WA B 8RB P R R

coal-fired boilers and fuels for daily operations
of vehicles (Scope 1), purchased electricity
(Scope 2) and business travels (Scope 3)
amounted to about 3,105 tonnes CO,, 1,185
tonnes CO;, and 4 tonnes CO. respectively.

The factory has built its own waste water
treatment facilities with daily capacity of 400
tonnes 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. During the Period,
about 22,479 tonnes of wastewater were
treated before discharge.

In order to improve the degree of wastewater
quality monitoring and reduce errors in
measurement, an on-line monitoring system will
be installed by end of 2018. The system will
test the effluent and the data gathered will be
transmitted to an online monitoring platform
maintained by local environmental protection
authority on regular basis.
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2. ENVIRONMENTAL ASPECTS (Continued)

2.1 Emissions (Continued)

2.1.2 (Continued)

The storages and disposals of hazardous and
non-hazardous wastes are handled in
accordance with the requirements of relevant
rules and regulations. During the Period, about
57 kgs hazardous wastes generated from the
production process were disposed of with
waste management services provided by
contractors as designated by Jilin Province
Environmental Protection Office. The non-
hazardous wastes of about 188 tonnes were
disposed of through wastes collection services
provided by the local authorities.

2.2 Use of Resources

It is the Group’s policy to encourage all staff to be
environmentally friendly at work to reduce the consumption
of paper, water and electricity and effective use of the
resources. Measures being implemented include double-
sided printing and copying, disseminating information in
digital format, waste paper recycling, turning off power
consuming devices when not in use.

2.2.1 The major resources used by the Group’s trading
activities and Hong Kong headquarters are electricity,
and paper (including own offices use and bulk
printing of reports and circulars distributed to the
Company’s shareholders through printing firms). In
the Period, the electricity consumption and paper
used were in aggregate of about 16,000 kWhs and 1.6
tonnes respectively. With respect to the paper usage,
about 1.4 tonnes were used for the Group’s
documents copying and annual and interim reports
using FSC certified paper.
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* Amount generated per HK$'000 of revenue

2. ENVIRONMENTAL ASPECTS (continued) 2. BEEMRE®)
2.2 Use of Resources (Continued) 22 ERMFER @
2.2.1 (Continued) 2.2.1 (&)
The Group has been making its best efforts to reduce REB—BHEZEFKRE
paper usage by distributing office files in digital D ERFER - FIE
format, reusing single-sided paper, and collecting BB AX
double-sided printed paper for recycler’'s handling. B EREmE NN EE
The Group also adopts the practice of green T ED Rl 45 4 [ 45 5 BR 28 o
procurement that eco-friendly paper is selected for N E E IR EE B A% B BE i
office use and bulk printing of reports. EOBERREANRBEA
EFEARIEENRFRS -
2.2.2 The Group’s manufacturing activities consume mainly AREBNEETSH ETEH
water, electricity, coal, fuel for vehicles and packing FEXK-FBH - Ex RE
material used for finished products. Paper MBI RRIKGFARNeE
consumption in its daily operations (amounted to el EHEEBFHAR
about 22 tonnes) relates to paper used during the SHRE (K)22m8) 5 M 5 8
processes of procurement, invoicing, production, HAZZE A E BT
quality assurance, marketing and administration, of Bl R EEBREF AT
which the consumption in various departments is FERMER EEELE
being monitored by the management, where TEBFAMKKRBEFERE
management aims to reduce paper consumption Wt LA ER 5 3@ F 4F 3 Al A
within internal departments by better utilisation of the BFREREEL S
electronic network and digitalisation of files and would 77 =0 3Rk A A B ER P A9 4%
select eco-friendly paper products as far as RHFE WHEAKRKEB
practicable in the paper procurement process. EHRRAEERERRER
2 o
The major resources consumed in the Period are set AEEMEENEZER
out as below: ;AR
Amount Intensity*
Type of resources consumed FrEEERER HE BE*
1. Water (tonne) 7K (&) 35,000 0.58
2. Electricity (KWh) BH(TEE) 150,000 2.5
3. Coal (tonne) R () 1,069 0.018
4. Fuel for vehicles (liter) VLB AR(FH) 20,000 0.33
5. Packing material (tonne) R (HE) 813 0.014

*BTETRARMEENEE
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2. ENVIRONMENTAL ASPECTS (Continued)

2.2 Use of Resources (Continued)

2.2.2 (Continued)

It is the Group’s policy to ensure effective and
efficient use of resources in the production process
with the aim of minimising wastes and reducing
consumption of the resources. As water is a key
element of the products and production process,
water supplies are provided by the municipally owned
water supply company, which will ensure relatively
stable and adequate water supplies. During the
Period, there was no reported difficulties or issues
arising from water supplies. Management has
recognised the importance of water conservation,
and therefore has closely monitored the operation
with the aim of identifying means and ways in saving
and reusing water; including setting clear instructions
for better water used (time, volume and frequency) in
the production process, more frequent inspection to
reduce leakage in water supplies, and enhance
employees’ consciousness of water conservation in
operation process training. As to other resources,
measures being implemented include avoiding
procurement of high-energy consumption materials,
regular monitoring performance of the production
equipment, upgrading and phasing out non eco-
friendly machines to raise the utilisation of energy and
resources. Packing materials primarily comprise
paper, glasses and plastics used for the Group’s
finished products. As a good practice, the Group
endeavors to select eco-friendly materials in the
procurement process, and minimise wastes by
managing purchase quantities.
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2. ENVIRONMENTAL ASPECTS (Continued) 2. REEBHEH®

23 BRIRERKARER

AEBBARB L ENEHIR
BRENETHONIMNEE &

2.3 The Environment and Natural Resources

The Group is dedicated to reducing the adverse effect of its
activities that could result in environmental damages,

controlling the level of consumption of natural resources
and promoting environmental awareness among its
employees at workplaces. In production, the Group has
regularly inspected and monitored the production process
to ensure strict compliance with relevant laws and
regulations on emissions. In office, management has
persistently reminded colleagues to protect the environment
by recycling papers and plastic, turning off unused
electricity devices. Management has also kept colleagues
abreast of various environmental issues and encouraged
colleagues to participate in activities like tree planting.
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3. SOCIAL ASPECTS 3. HEEM

3.1 Employment 3.1 EfE

The Group employs about 178 employees on a permanent
basis, and the manufacturing segment accounts for over
90% of the Group’s workforce. The statistics of the
Group’s workforce and employee turnover rate of the
manufacturing segment are set out as below:

AREBEENIT8ZRHEE -
MEEDENEELASEER
THEEO%A L REBE T
BNV ESHENEERKRE
BETEFI AT

Age

FR
Below 30 Between 30-50 Over 50 Total
Gender £ 3l 308 LT 30Z505% 508 A £ BEt
Male ES 11 34 20 65
Female L8 32 79 2 113

Total 4=t 43 113 22 178
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3. SOCIAL ASPECTS (Continued)

HEERE@®

People 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 its 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 labour 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 the 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.

3.1 Employment (Continued) 31 EfE @
Age
F#R
Below 30 Between 30-50 Over 50 Total
Gender 1 Bl 308 AT 30 £505% 508 A £ et
Male S 0 9% 23% 11%
Female Z 0 1% 0 8%
Total EEt 0 10% 23% 9%
* Information relating to the manufacturing segment is disclosed as the BERAEEDANERERHEE
employee turnover rate of the trading segment and Hong Kong AEEBSPEREAEITINES
headquarters is insignificant. MR -
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3. SOCIAL ASPECTS (Continued) 3. ?:I:% E E (%&)

3.2 Health and Safety 32 REHZZ

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

For the Group’s office operations, management strives to
maintain smoke-free, healthy and safe working
environment. All employees are encouraged to participate
regularly emergency drills held by the office building
management.

For the Group’s factory in China, management has
persistently upheld the principle of safe production and
observed the requirements of the “Law of the Prevention
and Control of Occupational Diseases” ( {BtZERLEE) ).
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.

During the Period, the Group did not breach any laws and
regulations in relation to occupational health and safety and
there were no work-related fatalities in the Group’s
operations but 9 work injury cases in the manufacturing
segment resulting in 132 lost days. Measures have been
taken to strengthen the production safety with the aim of
minimising risk of injury through safety publicity and
education in order to enhance consciousness of all
employees.
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3. SOCIAL ASPECTS (Continued)

3.3

3.4

Development and Training

The Group organises and provides on-the-job training to
develop its employees’ potential in order to support the
Group’s sustainable development. Employees are
encouraged to equip themselves with relevant academic
and professional qualifications by attending external training
programs for future career development.

As to the Group’s manufacturing segment in China, regular
training programs have been provided in the areas of
production process operations, quality and safety
management, applicable legal and regulatory requirements,
important environmental factors and risk controls to
relevant personnel including production technicians, safety
management personnel and operating personnel.

The Group also provides training subsidies to support its
employees to receive external professional training to
develop and refresh their knowledge and skills.

Labour Standards

All employees of the Group are employed in accordance
with the relevant laws and regulations on employment
including, inter alias, working hours, rest periods and staff
benefits. The Group prohibits the use of child labour and
forced labour at all its operation units. During the
recruitment process, the Group requires all applicants to
provide true and accurate personal information including
their proofs of identity for checking purpose, particularly for
verifying the photo on the documents and reviewing the
age. The Group will take immediate action to terminate the
employment of anyone who provides false information or in
breach of the Group’s regulations.

During the Period, the Group has complied with
employment-related laws and regulations and found no
violations of laws and regulations regarding child labour
and forced labour.
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3.4
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4. OPERATING PRACTICES 4. EEEH

4.1 Supply Chain Management 41 HEEER

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 its pursuit of quality goods from the vendors.

The Group’s 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, the Group has clearly notified its vendors
to comply with relevant 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 the Group’s 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.

As to the Group’s trading segment for China market, all
drugs are sourced from GMP manufacturers in Europe and
Latin America, and the Group has worked closely with and
provided supports to its 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
before their sales to market.
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4. OPERATING PRACTICES (Continued)

4.2 Product Responsibility

The Group places great emphasis on maintaining and
improving the quality of its products. The Group has
implemented a comprehensive quality control and
inspection procedures to ensure product quality and safety
from procurement of raw materials, packaging materials
and finished products. All products manufactured,
purchased and sold by the Group to its customers in China
have met the GMP production standards and complied
with the registration requirements with the China Food and
Drug Administration (now known as State Drug
Administration of the PRC), except for a product recall
relating to an imported product of its trading segment as
explained below:

During the Period, products imported from Argentina
having passed relevant inspection testing by the PRC drug
authorities before their sales, were recalled from the market
due to health and safety concerns as a result of certain
potential manufacturing practices issues reported in an
overseas on-site inspection by the Chinese regulatory
authorities. The vendor has committed to rectifying the
issues to ensure strict compliance with the requirements of
good manufacturing practices of the PRC and has
submitted the corrective action plan with the authorities.
The Group has been working closely with the vendor with
the aim of bringing the products back to the market as
soon as possible.

On distribution side, all products distributed by the Group
have clear instructions and specifications as to its
composition, quality and safety use for end-user protection
purpose, which are in compliance with the laws and
requirements, such as the Advertisement Law and the Drug
Administration Law in China.

The Group has also worked closely with customers to deal
with products and services complaints in order to ensure
product quality and competitiveness and has put top
priority to ensure privacy of customer’s information.
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OPERATING PRACTICES (continued)

4.3 Anti-corruption

The Company understands the importance of good
business ethics, which along with good corporate
governance are essential foundation to success. The
Company has established ethics code to promote integrity
and accountability, which requires all group companies and
employees to strictly comply with the local laws and
regulations. The code contains, inter alia, provisions for
bribery, extortion, fraud, money laundering and
whistleblowing procedures.

During the Period, the Group did not breach any laws and
regulations relating to anti-corruptions or receive any
reports in relation thereof in China, Malaysia, and Hong
Kong.

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”. In the Books for Love @10 charity
campaign, second-hand books were donated by staff for charity
sale.
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6. ENVIRONMENTAL KEY PERFORMANCE 6.

INDICATORS (“KPIs”) TABLE

The following table summarises the Group’s significant KPIs

Extrawell Pharmaceutical Holdings Limited f{EZEIERAR AT
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information as set out in this report: FREWIEZER

2018
KPIs BERENER —E-N\F
Environment RE
Air pollutants (Kg) RREFEY(FR)
SOx =N ) 3,326
NOx AREY 535
PM R 75
Greenhouse gas (Tonne CO2) BERE (W =-S )
Total emission: HWHHE - 4,431
Direct emission (Scope 1) BEE B (EE) 3,105
Indirect emission (Scope 2) ME B (FE2) 1,211
Indirect emission (Scope 3) PR (FES) 115
Intensity per employee HIEERE 25
Wastes (Tonne) EEE Y (WF)
Total hazardous waste produced FIEEEEEEVRE 22,479
Intensity (Hazardous waste) per employee HEERE(BEEEY) 126
Total non-hazardous waste produced FIEEEEEEYRE 188
Intensity (Non-hazardous waste) per employee ZREBRE(EZEEEREY) 1
Energy consumption BERERE
Total energy consumption: BEREHEAE .
Fuel consumed for vehicles (Liter) REREE R (FH) 20,000
Intensity (Fuel) per employee SHEERE (MK 112
Electricity (kWh) BH(FTRE) 166,000
Intensity (Electricity) per employee ZEBE®RE(EN) 933
Coal (Tonne) B (W) 1,069
Intensity (Coal) per employee #HEERE (KK) 6
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6. ENVIRONMENTAL KEY PERFORMANCE 6. BREEENEZ(HE
INDICATORS (“KPI”) TABLE (Continued) BEWEE]D R

2018
KPIs BRENEEZ —E-N\F
Social e
Total workforce (persons) — Group ITHEEIT(AE)BHE — KK 178
By gender: ZRERE S
Male L 65
Female s 113
By age group: BEREE D
<30 30R AR 43
30-50 30E505% 113
>50 505% A £ 22
By employment type: RERBERES:
Permanent £ 178
Part-time SR —
Employee turnover rate (%) — Manufacturing {EERAE(%)— HESE
By gender: RERE D :
Male Es 11%
Female 18 8%
By age group: RERES S :
<30 305 AT —
30-50 302 507% 10%
>50 505% A £ 23%
By employment type: REFBERE S
Permanent 28 100%
Part-time F -
Health and safety BREERZE
Number of work-related fatalities TEBELT A -
Lost days due to work injury (days) ITEBLMNIERE(R) 132
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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 2018.

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 21 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 2018 are set
out in the sections “Chairman’s Statement” and “Management
Discussion and Analysis” on pages 4 to 6 and pages 7 to 16 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 2018 are set out
in the consolidated statement of profit or loss and other comprehensive
income on pages 67 to 68.

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 184.

INVESTMENT PROPERTIES

Details of movements in the investment properties of the Group during
the year are set out in note 15 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 16 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 33 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 31 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 11 to the consolidated financial statements.

DISTRIBUTABLE RESERVES

As at 31 March 2018, the reserves of the Company available for cash
distribution and/or distribution in specie amounted to HK$161,271,000
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 2018 may be distributed in the
form of fully paid bonus shares.
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RELATIONSHIP WITH EMPLOYEES

During the year, 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 2018, revenue attributable to the Group’s
five largest customers accounted for approximately 48% of the Group’s
revenue, and revenue attributable to the Group’s largest customer
accounted for approximately 27% of the Group’s revenue.

For the year ended 31 March 2018, purchases attributable to the
Group’s five largest suppliers accounted for approximately 68% of the
Group’s purchases and purchases attributable to the Group’s largest
supplier accounted for approximately 20% 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

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. Xue
Jing Lun and Ms. Jin Song 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.
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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.

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 2018, 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:
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Long positions in the ordinary shares of the RAEAPNTEBERZHFR
Company
Number of
ordinary shares Approximate
of HK$0.01 percentage of
Name of director Notes Capacity and nature of interest each held interests held
TESE=T
HE0.01BT2 itz &
ESpE Mz SOREZEUEH EBEREE BABEI
Xie Yi (a) Through controlled corporations 80,000,000 3.35%
EiE FRZESD
Cheng Yong Directly beneficially owned 830,000 0.03%
2B BEEERER
(b) Through a controlled corporation 1,060,000 0.05%
FBZES A
Held by spouse 5,090,000 0.21%
HEBRHA
6,980,000 0.29%
Notes: Bt -
@ The entire issued share capital of JNJ Investments Ltd is owned by Biowindow  (q) JNJ Investments Ltd 2 2 #8 B 1T IR AR 1 & B 18

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.

EERARBEAERAR(BEEENHEE mMB
BB E 2 2 80 B ¥ 17 IR 7N B United Gene Group
Ld(— KR EABEXBESEMALZRA)#
A ° United Gene Group Ltd Z & 2 17 A% 7K & &t %
8 2 & ¥ B 2 Ease Gold Investments Limited #
F33% °

(b) #% % B% 15 /1 Merchandise Holdings Limited (— R %
EBELEEEMARLZARNEE  ZAFH
BBELER2ERSR -
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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 2018, 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.

B2EEN 1H B8
EEZERZRAE @

=
S
ol
i

REQATEBR ZHFE @)

BREXHBEEEN R_FE-NF=ZA=
T— B SMECAEERARALEEMA
HEOAE 2 B - HERD REEES
BRBEAREES MNP ERPIE352(FA
TRz EmIORR  IRBEFETRA
HMERRNBI LB SRR ©

%E%Aﬁﬁ&ﬁ%%ZE

REREAEE THEFXRFTEZ
B ARKETZRBERERATEBALRR
A EREMEER O R EEEMER
R REELE|ITEEMAEEERN K
AR B S E AL R KT8 A B IR ] S AT &
B BEEE RETEBIEBHARKEF
F R A PMEA E A E B S FER -



SUBSTANTIAL SHAREHOLDERS’ AND
OTHER PERSONS’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

At 31 March 2018, 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.

Number of Long (L) or
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R K H M A i
Eéﬂﬁﬁ ERERZE

=
&

Bl H
%E%

R-_F—NF=ZA=1—H REXRXT
R RE %&Hﬂfﬂﬂﬁﬂ%336%1\%{%7{_2
BRMALe:  ELEAARE RN &E

8 i D5%XL}\J:T*§J:1 ERBEZALTIT ©

25
| |

Approximate

Capacity and ordinary shares Short (S) percentage of

Name of substantial shareholder nature of interest held/entitled position interest held
i EREEE HFRALR B 5 R 22

FTEREES S REZHE ZERHE KA (S) BB
Innovative Pharmaceutical Biotech Directly beneficially 1,357,510,000 L 56.80%

Limited (“Innovative Pharm”) owned (Note)

(formerly known as United Gene
High-Tech Group Limited)

EfE E&EWM&%B&
(FEM 2 52 ]) (Al 5 é‘%é.\%l (Bt &%)
B &EE E R~ A])

Note: Innovative Pharm is a listed company on the Main Board of the Stock Exchange
and its interest in 1,357,510,000 shares of the Company represents (i) 457,510,000
shares or 19.14% of the Company’s shares in issue and (i) 900,000,000 conversion
shares to be allotted and issued to Innovative Pharm upon exercise in full by
Innovative Pharm of the conversion rights at conversion price of HK$0.6413 per
share under the Company’s 20-year zero coupon convertible bonds issued on 16
July 2013 with principal amount of HK$577,170,000 outstanding. At 31 March
2018, there was a total of 2,390,000,000 shares issued by the Company, and
assuming the exercise in full of the conversion rights attaching to the Company’s
convertible bonds, Innovative Pharm will hold approximately 41.26% of the enlarged
share capital of the Company.

Save as disclosed above, as at 31 March 2018, the register as
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.

Misck: EMEEL —FRRBIMERLETZAA
H A A F]1,357,510,000% & 19 2 #E 25 & 7
(457,510,000 1% 8 19.14% 2 /A A & B % 17 B 15
RBRBEARAR _E—=F+ A+ NB %17
ZFETEARBRELS(MABEZALER
577,170,000/ 7T) - MEM B EIRBRE TR
AR 5 0.64138 BB AT RARER - KM EM
B8 2 i %% J %% 17 2 900,000,000 A% 2 AR A% 15 7
—ZE-NFE=ZA=+—R8  AQFASBITHM
:./\ﬁzsgoooooooﬂx R 5% 7 B AT (0 BT A R

NRZAIBRRESFZBRRE  EMBESRTE
QN EAEHE KRR AR 4941.26% ©

BREXHBEBREEN RZE—N\F=ZA=
+—H ARRABREEFFERBEKGE
3361EF B M Z Rt I &2 SRR AR A A%
M EEROPHEMERIORE -
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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 37 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

There is no material subsequent event occurred after 31 March 2018
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.

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 2018.

EXBEBLEXRS

BERASERNAFE L MRE EmRA
T EXBEXHIEANBYR IS - &
BRI R A M I HRERMIEEST

EXEXN

BREXTEXBEBOI XS IAEREESN B
ANEFE R ANFEANE A E Y\ ER
NAREAEA B R R 2RI AR A
EENETEERXMERAETANAZME
MEREH -

BEHRREE
R-B—N\F=A=+—ARRESAH
ERE AEETRREBRPEER-
RERABERE
RBARTNAMAEG 2 &R KR EFH
R RARE TR AN 2 BEERT

BE RBATRLPEEARARAEEHITR
KB E25% ©

N

EEvESRERESTA

ARABERM EMA RS T B 2B %E
SAERARREZEEARAESF 2B
ST RRAESFLHHEEERRER
EENBE_T-\F=ZA=1t—HLF
E-—EEREETAMEZHEED -



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 2018
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.

AUDITOR

BDO Limited was appointed as the auditor of the Company for the year
ended 31 March 2018 in succession to East Asia Sentinel Limited who
resigned as auditor with effect from 10 April 2018. East Asia Sentinel
Limited was the auditor of the Company for the years ended 31 March
2016 and 2017.

The financial statements for the year were audited by BDO Limited,
who will retire and, being eligible, offer themselves for re-appointment
as auditors of the Company at the forthcoming annual general meeting.

On behalf of the Board

Dr. Xie Yi
Chairman

Hong Kong, 29 June 2018
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IBDO

Tel : +852 2218 8288
Fax: +852 2815 2239
www.bdo.com.hk

25t Floor Wing On Centre
111 Connaught Road Central

Hong Kong
EEE : +852 2218 8288 EHBTEED1115E
85 : +852 2815 2239 SkZehy25HE

www.bdo.com.hk

TO THE SHAREHOLDERS OF EXTRAWELL PHARMACEUTICAL HOLDINGS LIMITED

BREEEXERERLAADZERR
(incorporated in Bermuda with limited liability)
(RERETMAK L2 ERL A

DISCLAIMER OF OPINION

We were engaged to audit the consolidated financial statements of
Extrawell Pharmaceutical Holdings Limited (the “Company”) and its
subsidiaries (together the “Group”) set out on pages 67 to 183, which
comprise the consolidated statement of financial position as at 31
March 2018, 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 notes to the consolidated financial statements, including 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 a
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.

BDO Limited
BBUGRESMEBRERAT

TERERER

AITERERERECTEI3AMERFE
BEEBRERATDTERAAD REKMBLR
Al(REEREDZ2EAMBHRE A
REER-_ZE-\F=ZA=1t—BZ&EA&
MEARRKMBEZRALFEZHEAR
ahEpEERSER REESEBRNK
HeaBlenE8R UREEMBRRMZ
(BREASTEREME) -

AITEARH BEREZEAVBHHRRER
BR-ARARETERBRZER]—
Bt EENEZN  ATREERFRTE
BENEBZRBEAERREHRZSEEANE
BRREGELRNER NAAEHEMT®E -
RITRR HEVBERREREZTERF
GROIZHBERELRRE -

BDO Limited, a Hong Kong limited company, is a member of BDO International Limited, a UK company limited by guarantee,

and forms part of the international BDO network of independent member firms.



BASIS FOR DISCLAIMER OF OPINION

The Group had an interest in an associate, Smart Ascent Limited of
approximately HK$330,970,000 as at 31 March 2018 (2017:
HK$330,969,000). The Company’s directors have determined that the
Group’s interest in the associate as at 31 March 2018 is fairly stated.

In its consolidated financial statements, the Group applied equity
method of accounting to account for its interest in the associate and
shared the associate’s net assets as its interests therein. As disclosed
in note 21 to the Group’s consolidated financial statements, the major
asset held by the associate was an intangible asset in relation to an in-
process research and development project (“In-process R&D”) involving
an oral insulin product (“Product”). For the purpose of assessing that
the carrying amount of the intangible asset is not higher than its
recoverable amount, the Company’s directors estimated the fair value
of the intangible asset in relation to the In-process R&D using income
approach, which involved the preparation of a cash flow projection (“Cash
Flow Projection”) using significant management assumptions and
judgement.

During the course of our audit for the current year, we had not been
provided by the Company’s directors and other parties as appropriate
with the information which we considered sufficient to satisfy ourselves
as to the basis for which the Cash Flow Projection was prepared and
the related data to which specific assumptions were applied; including
the timing of the amounts of cash flow, the estimation of which related
to the completion of the necessary clinical trials, the obtaining of the
relevant regulatory approvals and launching of the Product. There were
no alternative audit procedures which we could adopt to satisfy
ourselves as to this matter. Accordingly we were not able to satisfy
ourselves as to whether the Group’s share of net assets of Smart
Ascent Limited and therefore its interest in associate of
HK$330,970,000 as at 31 March 2018 (2017: HK$330,969,000) was
fairly stated and whether its share of results of associate for the year
then ended would have any adjustment. Any impairment loss to the
intangible asset would reduce the Group’s interest in the associate and
the Group’s net assets as at 31 March 2018 and adversely affect the
Group’s financial performance for the year then ended, and the related
information of the disclosures thereof in the consolidated financial
statements may be subject to amendments.
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BASIS FOR DISCLAIMER OF OPINION

(Continued)

In addition, included in the Company’s interests in subsidiaries of
HK$629,927,000 as stated in note 34 to the consolidated financial
statements was an equity interest in Extrawell (BVI) Limited (“EBVI”), a
Company'’s subsidiary, of HK$624,604,000 as at 31 March 2018.
Smart Ascent Limited was an associate of EBVI as at 31 March 2018.
In the absence of sufficient audit evidence relating to estimating the
recoverable amount of the intangible asset as included in Smart Ascent
Limited’s financial statements, we were unable to satisfy ourselves as
to whether the Company’s cost of investment in EBVI of
HK$624,604,000 as at 31 March 2018 was fairly stated, and whether
any impairment provision for the Company’s interest in the subsidiary
should be recognised.

The auditor had disclaimed their opinion on the consolidated financial
statements for the year ended 31 March 2017 as they were unable to
obtain sufficient appropriate audit evidence to satisfy themselves as to
the reasonableness of certain major assumptions adopted by the
management in the impairment assessment of the In-process R&D,
and accordingly whether the carrying amount of the Group’s interest in
associate of HK$330,969,000 was fairly stated and the Company’s
interest in EBVI of HK$624,604,000 as at 31 March 2017 required any
impairment provision. These limitations remained unresolved for the
current year.

DIRECTORS’ RESPONSIBILITIES 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.

FrERERAZE®R

N R E—NF=ZA=+—H &6
S mEMF4mE EAFNKKMEBAR
2 HE2£629,927,0008 T B IER &R FMK
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DIRECTORS’ RESPONSIBILITIES FOR THE
CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

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.

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our responsibility is to conduct an audit of the Group’s consolidated
financial statements in accordance with Hong Kong Standards on
Auditing issued by the HKICPA and to issue an auditor’s report. This
report is made solely to you, as a body, in accordance with Section 90
of the Bermuda Companies Act 1981, 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 matter 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.
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OTHER MATTER

The consolidated financial statements of the Group for the year ended
31 March 2017 were audited by another auditor who expressed a
disclaimer of opinion on those statements on 29 June 2017.

BDO Limited

Certified Public Accountants

Chiu Wing Cheung Ringo

Practising Certificate Number: P04434

Hong Kong
29 June 2018
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Consolidated Statement of Profit or Loss and
Other Comprehensive Income

REeREREtZERG R

Forthe year ended 31 March 2018 & Z=F—N\F=A=+—HIFE

Notes
B &
Revenue & 6
Cost of sales 58 KA
Gross profit FEH
Other income H b A 7
Other gains and losses, net Hab Wz R EEFE 8
Selling and distribution expenses HERDHEER
Administrative expenses TIRE R
Share of results of an associate JEE —RIEE A RIEE 21
Effective interest expense on convertible A # i% (& & 2 BB R 2 5 X
bonds 31
Profit before income tax B BT 15 56 Bl i 9
Income tax credit/(expense) g e, /() 12
Profit for the year KEERF
Other comprehensive income Ht2ml A

Items that may be reclassified
subsequently to profit or loss

HEREEN DB E R
#9718 H

Exchange differences on translation of — # & /& 4) ¥ 7§ 7 [& 3, = %8
foreign operations
Total comprehensive income AEE2EWALLE

for the year

2018
—B-N\F
HK$°000
FET

85,762
(43,713)

42,049
90,514

(37,522)

(32,259)

(27,007)
1

(6,590)

29,186
86

2017
—T—tF
HK$000
FHET

107,903
(64,007)

43,896
77,418
(35,034
(31,673
(27,231

(2,897

—_ =D

(5,552)

18,927
(616)

18,311

(8,359)

9,952
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Consolidated Statement of Profit or Loss and Other Comprehensive Income (Confinued)
GEBEERHEMZERER @)

Forthe year ended 31 March 2018 #HZE—T—N\F=A=+—HIFE

2018 2017
= LIS —T—+F
Notes HK$’000 HK$’000
Bt 5 FET FAT
Profit/(Loss) for the year DT ATEEREERR
attributable to: (B#8) :
Owners of the Company ViN/NETEF SN 20,796
Non-controlling interests TR = (2,485)
18,311
Total comprehensive income LTATEMAZE
attributable to: ON X
Owners of the Company VIN/NETEF SN 41,881 12,443
Non-controlling interests I AR R (653) (2,491)
41,228 9,952
HK cents HK cents
AL AL
Earnings per share for profit AENBEEAEERHZ
attributable to owners of SRER :
the Company: 13
— Basic —EK 0.87
— Diluted -8 13 0.80
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Consolidated Statement of Financial Position

e MERAR

At31March2018 WZ—ZZE—N\&E=A=+—H

2018

—B-N\F
Notes HK$'000
B & FET

NON-CURRENT ASSETS IRBEE
Investment properties REWHE 15 1,437
Property, plant and equipment ME - BB MEE 16 155,469
Prepaid lease payments JEMFE MR 17 10,017
Intangible assets mEEE 18 1,807
Investments in convertible bonds AMRESHFKRE 19 417,783
Available-for-sale investments AEHERE 20 59,047
Interest in an associate R—EBE AR xS 21 330,970
Amount due from an associate FE U — R B & A B RIE 22 22,505
Deferred tax assets EERIEA E 30 69
999,104
CURRENT ASSETS RBEE
Inventories T8 23 4,100
Trade and bills receivables B 5 REWRER N EREE 24 21,076
Deposits, prepayments and other e - TBN IR KA M FE U
receivables MIE 25 8,361
Available-for-sale investments AfHERE 20 1,875
Pledged bank deposits EEMRITHER 26 20,502
Cash and bank balances e RIBITHEE 27 161,765
217,679
CURRENT LIABILITIES REAE
Trade and bills payables BESRENERRENER 28 6,916
Accruals and other payables IR B A & H A RIE 60,721
Amount due to an associate FEAS —RIEE & A B RE 29 19,780
Deferred income on government BT B 2 B A
grants 32 98
Tax payable FERFIR 16,255
103,770
NET CURRENT ASSETS RBEEFE 113,909
TOTAL ASSETS LESS CURRENT HMEERRBDAE

LIABILITIES

1,113,013

2017
—T—tF
HK$000
FHET

1,497
145,839
9,299
1,807
376,324
330,969
17,235

882,970
7,607
37,417
4,972
1,685

20,215
217,803

289,699

14,859
59,501
19,780

63
14,587

108,790

180,909

1,068,879
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Extrawell Pharmaceutical Holdings Limited fEZEEERER LT

Consolidated Statement of Financial Position (Continued)
GEMBERRE &)

At31March2018 HRZ-ZE—NEF=A=+—H

2018 2017
ZE-)N\F i
Notes HK$’000 HK$’000
B3t THE T FH&T
NON-CURRENT LIABILITIES EREBEE
Deferred tax liabilities JEIERTE & (& 30 = 102
Convertible bonds R E S 31 41,812 35,222
Deferred income on government grants I i #8 B 2 3B FE Ug A 32 4,122 2,704
45,934 38,028
NET ASSETS EEFE 1,067,079 1,025,851
EQUITY =
Share capital B& A 33 23,900 23,900
Reserves w1 35 1,047,673 1,005,792
Equity attributable to owners AATEEAEMGLEESR
of the Company 1,071,573 1,029,692
Non-controlling interests FERER (4,494) (3,841)
TOTAL EQUITY EREE 1,067,079 1,025,851
On behalf of the Board REEZS
Xie Yi Wong Sau Kuen
EE EFHE
Director Director

EF EF
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—E-N\EFH

Consolidated Statement of Changes in Equity
GeEQEDR

Forthe year ended 31 March 2018 #HZ=F—N\F=A=+—HIFE

Attributable to owners of the Company

KAREEAER
Foreign Convertible
currency bonds Non-
Share Share Capital Contributed translation equity Retained controlling
capital  premium  reserve surplus reserve reserve earnings Total interests Total
TERES
BE RGEE EARE HABRH ERRE ERRE  REEA B FERER @zt
HK$000  HK$'000  HK$'000 HK$000  HK$'000  HK$'000 HK$'000  HK$'000 HK$'000  HK$'000
TEr  FEx  TEx TExr  FTEr  TEn TExT T TELT TiEn
(Note 35(a)) (Note 35(b))  (Note 35(c)) (Note 35(d))  (Note 35(g))
(Fi+£35(@) (MizEas) (MizEss(c) (MEE35(d) (Fi+350)
At 1 April 2016 RZB-1%
mA—A 23900 191,738 6,542 4,839 31372 512,359 246,499 1,017,249 (1,350) 1,015,899
Profitiloss) for the year & %%/
(B#) - - - - - - 2079 20,79 (2,485) 18311
Exchange differences &SI EBEE
on tranglation of LERES
foreign operations - - - - (8,359) - - (8,359) 6) (8,359)
Total comprehensive 2 E U A%
income - - - - (8,353) - 20796 12,443 (2,491) 9,952
At31March2017and H-Z—+F
1 April 2017 ZR=+-H
RZE-t%
mA—-A 23900 191,738 6,542 4,839 23019 512,359 267,295 1,029,692 (3,841) 1,025,851
Profit/joss) for the year A& E 7|,/
(&%) 20930 29,930 (658) 29,272
Exchange differences R E SN EHE £
on translation of ZERER
foreign operations 11,951 5 11,956
Total comprehensive 2 A B %
income 29930 41,881 (653) 41,228
At 31 March 2018 RZB-\%
=A=1-H 191,738 512,359 297,225 1,071,573 (4,494) 1,067,079
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Extrawell Pharmaceutical Holdings Limited fEZEEERER LT

Consolidated Statement of Cash Flows

GREHERER

For the year ended 31 March2018 #EHZEZE-ZT—N\F=A=+—HILFE

Cash flows from operating activities
Profit before income tax
Adjustments for:

Amortisation of prepaid lease payments

Depreciation of investment properties

Depreciation of property, plant and
equipment

Gain on disposal of intangible assets

Provision for impairment on trade
receivables, net

Provision for impairment loss on
inventories, net

Impairment loss on available-for-sale
investments

Share of results of an associate

Change in fair value of derivative
component of investments in
convertible bonds

Effective interest income from
investments in convertible bonds

Effective interest expense on convertible

bonds
Imputed interest income from amount
due from an associate

REETBHZHRETRE

B P 15 B¢ A1 2 7

HEBEIATIHER
BRNHEHENRZ#H
REMEZIE
ME BELRRBZITE

HEETEE RS

B 5 e W SRORU(E Bk 1 T R

FERERERE TR
A ERERERE
fEMh — B g R A B

AR 445 B 472 T A
BHZAFEED

AMEEFRE ZERFE

A

AMEES BRI ERX

fEl — B & RAIRIAZ
HE NS UA

Interest income FE WA

Amortisation of deferred income i JE T\ B 5
Operating cash flows before movements ‘& & & & # & aij v K&

in working capital Remns
Decrease/(Increase) in inventories FERL (L)
Decrease in trade receivables B 5 e BERFOR

(Increase)/Decrease in deposits,
prepayments and other receivables
(Decrease)/Increase in trade and bills

mE o B RIE R A R
| (E ), A
BHRNERARENRE

payables CRL ),/

Increase/(Decrease) in accruals and other B 12 £ F & £ fth fE 1 2018
payables R )

Cash (used in)/generated from EE(FA) FMELEZ2RS
operations

Income tax paid BREE

Net cash (used in)/generated from KRETE (A, FEEZ
operating activities REeEFE

2018
—E-N\F
HK$'000
TERT

85
20,953
(1)
16,782
(83,266)
6,590
(5,270)

(1,806)
(172)

(7,081)
3,422
8,990

(3,389)

(7,943)

1,220

(4,781)
(102)

(4,883)

2017

—E—tF

HK$'000

TR

18,927

228
59

6,427
(2,819

4,456

33,397
(71,786)
5,552
(4,036)

(1,299)
(199)

(8,190)
(1,683)

15,146
3,421
5,543

(8,114)

6,123
(641)

5,482
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Annual Report 2018 =Z— \EF#f

—N\F=ZA=1T—HULHFE

2017
—+F
HK$’'000
FA T

Cash flows from investing activities REZEFELECRERE
Interest income received from AMBREHREEZ

investments in convertible bonds B R B A 25,025
Interest income received B YF B A 1,299
Government grant received 2 W BT 46 B 2,955
(Purchase of)/proceeds from disposal of A[{tHESRMEE (v HBE),/

available-for-sale financial assets & P15 K18 1,124
Purchase of property, plant and BEWE BELEKE

equipment (1,008)
Increase in pledged bank deposits B R 1715 5L i (162)
Net cash (used in)/generated from BREZE(FTA), FFEE£Z

investing activities REBE 29,233
Net (decrease)/increaseincashand REFREZEEE (RD)/

cash equivalents & 34,715
Effect of foreign exchange rate INEBE2HE

changes 2,090
Cash and cash equivalents at FEzREREEEEER

beginning of year 180,998
Cash and cash equivalents at FERC2ESRESZEEER

end of year 217,803
Analysis of the balances ofcashand RE&¢RERELZ@EEH 2

cash equivalents EerD W
Cash and bank balances IR & RIRTTHE & 217,803
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74 Extrawell Pharmaceutical Holdings Limited f{EZEIERAR AT

Fortheyearended 31 March2018 #HZE—-Z—N\F=A=+—HILFE

1.

GENERAL

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 (together with
the subsidiaries referred as the “Group”). The principal activities
of its subsidiaries and an associate are set out in notes 39 and
21 respectively to the consolidated financial statements.

ADOPTION OF HONG KONG FINANCIAL 2.
REPORTING STANDARDS (“HKFRSs”)

(@) Adoption of new/revised HKFRSs —
effective 1 January 2017

Amendments to HKAS 7

Amendments to HKAS 12

Annual Improvements to
HKFRSs 2014-2016
Cycle

Disclosure Initiative

Recognition of Deferred Tax
Assets for Unrealised
Losses

Amendments to HKFRS 12,
Disclosure of Interests in
Other Entities

—gER

AR DREREZMALCBR
2ECERODRESBERIFE
BRAG([EBERFT]) ER Ehe HiF
fift 9% = BZ #b 41k {52 7 Clarendon House,
2 Church Street, Hamilton HM 11,
Bermuda > EF ZE XU R BB
HABR2EIIORAETHERAKNE
2212 2206-08 & °

ARA B —HREEZRAR(GERA
MEARSBERIANEE]) - KAAA
BETHBARLE -—EBERAR 2T
EEBOREARNGEA M BERERME
39 K21 -

540 55 B 7 3R 25 0
(% % Bt 15 35 = 2 B |

(@) HFa]RIETES
MBHREEN—R=
B—tFE-A-BEX
BB G LR EarE

FETHRUBFTA)
BB LER| BAER
F125 (BT A) EEER
EIEF IR
& E
BB RE BB
R =ZF—F FREEER]
EZT—RF F125%
BHNFERE REME
BB En

BEMNE
]
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Forthe year ended 31 March 2018 &#Z—-T— \F=ZA=+—HIFE

2. ADOPTION OF HONG KONG FINANCIAL 2. 4 E BB EHEEL
REPORTING STANDARDS (“HKFRSs”) (BB HREEAR]
(Continued) (&)

(@) Adoption of new/revised HKFRSs —

effective 1 January 2017 (Continued)

The amendments introduce an additional disclosure that
will enable users of financial statements to evaluate
changes in liabilities arising from financing activities.

The adoption of the amendments has no impact on these
financial statements as the Group has no financing activities
other than the convertible bonds issued by the Company of
which movement is set out in note 31 and there was no
cash flows arising from such convertible bonds during the
year.

The amendments relate to the recognition of deferred tax
assets and clarify some of the necessary considerations,
including how to account for deferred tax assets related to
debt instruments measured of fair value.

The adoption of the amendments has no impact on these
financial statements as the clarified treatment is consistent
with the manner in which the Group has previously
recognised deferred tax.

REBRIER
% g

ag
E

i

Iy

ZEEFSIAEMBITE K&
MBRENBPEAFERE
ABELAZBEES -

Rz ST X REZENH
BREKRTE RESKTA
RAEBRTABRBRESRN N&E

By RETEMNREED A

ﬁTﬁhf%m """"" £ B B B
CERZRFABRRESLR

Eiﬁﬁﬁio

ZEEFRERELCHBEE
ERLEBEETLHENEE
BREERAFESEZEBL
AERBENELCHEAEEZ DA
N

B B B 1R B K & B 2 A
RIEERAEN T AN E/H— B0

WRAE S
R
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For the year ended 31 March 2018 #HZ—-=

Extrawell Pharmaceutical Holdings Limited f{EZEIERAR AT

2. ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”)

(Continued)

(@) Adoption of new/revised HKFRSs —

effective 1 January 2017 (Continued)

The amendments issued under the annual improvements
process make small, non-urgent changes to standards
where they are currently unclear. They include amendments
to HKFRS 12, Disclosure of Interests in Other Entities, to
clarify that the disclosure requirements of HKFRS 12, other
than the requirements to disclose summarised financial
information, also apply to an entity’s interests in other
entities classified as held for sale or discontinued operations
in accordance with HKFRS 5, Non-Current Assets Held for
Sale and Discontinued Operations.

The adoption of the amendments to HKFRS 12 has no
impact on these financial statements as the Group did not
have any interests in other entities classified as held for sale
or discontinued operations in accordance with HKFRS 5.

—N\F=ZA=1T—HULHFE

2.

7 8 B 7 4R 2 0 B
% B 15 35 25 2 81 )

S RIETTE R
—I—/E\l - %—
—A—BEX

b

REBEFEICEBIERMZ I F
BRI A ML TAEZZ IR
ERAELBABRY TR &
K- HPBREHEBY KRS
ERIFR2RNEMER 2R
RENE ABEEEND
HEERF12F|OWERE (W
BYBERBENRERIN IR
BRARERREBREEMBERSE
ZREMITIEHLE Z IR
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RBELEIERIERERD
ZHEMERE S -

KRB BY B REERF125
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Forthe year ended 31 March 2018 #HZE—T—\F=A=+—HIFE

2. ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”)

(Continued)

(b) New/revised HKFRSs that have been
issued but are not yet effective

The following new/revised HKFRSs, potentially relevant to
the Group’s financial statements, have been issued, but are
not yet effective and have not been early adopted by the
Group. The Group’s current intention is to apply these
changes on the date they become effective.

Annual Improvements to Amendments to HKAS 28,
HKFRSs 2014-2016 Investments in Associates
Cycle and Joint Ventures'

Amendments to HKFRS 2 Classification and
Measurement of Share-
Based Payment

Transactions'
HKFRS 9 Financial Instruments’
HKFRS 15 Revenue from Contracts with
Customers'

Amendments to HKFRS 15 Revenue from Contracts with
Customers (Clarifications to
HKFRS 15)'

HK(IFRIC)-Int 22 Foreign Currency Transactions
and Advance Consideration'

Amendments to HKFRS 9 Prepayment Features with
Negative Compensation?

HKFRS 16 Leases’
HK(IFRIC)-Int 23 Uncertainty over Income Tax
Treatments?

Amendments to HKFRSs  Annual Improvements to
HKFRSs 2015-2017 Cycle?

Amendments to HKFRS 10 Sale or Contribution of Assets
and HKAS 28 between an Investor and its
Associate or Joint Venture®

% 8 B 1 4R 25 5 B
% B 75 35 25 2 81 )

PATS 7% 7T B B2 K &= [ Bf 7% 3R K
HEAzZERMERARERAY
AREREBRERM/ 2
RETEEMBHREEDL - K
SERERNAREZTEALEN
ZAERZEES -

AR BRE 2N ARGHEAS
“E-MFESEoN BERMER
FERNHEEYNE ARAELE

LEEME
ERUBREENEE URNDAERR
CHES ZRBLAE
Rit&'
ERUBREENFER @I
ERUBREER REAHNE
£15%

BRMBREER RPAHNE
5155 (BFT ) (BERBRE
RRIE 1558
&)
B ERMBRS2E NERFREM
ZEe)-2RBERE AE
BRMBREENET WHFAHEL

(BFI %) BT ER
BEBBRE LR HE®?
£16%

ER(ERBHRE2R HEHEEN
ZE8)-2RBERBE TEEH
BRMBREER EAMBHEE

(EFTA) f=-%2-3F
EIE—+F
BHNHEE
Hig?

BRAMBREENZ0R REZRAKE
REBGHEAENE LNARAE
\CHEY CERHER

INEE®
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Forthe yearended 31 March2018 #HEZE-ZT—N\F=ZA=+—HItFE

2. ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”)

(Continued)

(b) New/revised HKFRSs that have been

issued but are not yet effective (Continued)

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

Effective for annual periods beginning on or after 1 January 2019

The amendments were originally intended to be effective for periods
beginning on or after 1 January 2016. The effective date has now been
deferred/removed. Early application of the amendments continue to be
permitted

The amendments issued under the annual improvements
process make small, non-urgent changes to standards
where they are currently unclear. They include amendments
to HKAS 28, Investments in Associates and Joint Ventures,
clarifying that a venture capital organisation’s permissible
election to measure its associates or joint ventures at fair
value is made separately for each associate or joint venture.

The directors of the Company anticipate that the
application of these amendments will have no material
impact on the consolidated financial statements.

2.

(b) EMEM{E

7 8 B 7 4R 2 0 B
% B 15 35 25 2 81 )
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Forthe year ended 31 March 2018 #HZE—T—\F=A=+—HIFE

2. ADOPTION OF HONG KONG FINANCIAL 2. 4 E BB EHEEL
REPORTING STANDARDS (“HKFRSs”) (BB HREEAR]
(Continued) (&)

(b) New/revised HKFRSs that have been

issued but are not yet effective (Continued)

The amendments provide requirements on the accounting
for the effects of vesting and non-vesting conditions on the
measurement of cash-settled share-based payments;
share-based payment transactions with a net settlement
feature for withholding tax obligations; and a modification
to the terms and conditions of a share-based payment that
changes the classification of the transaction from cash-
settled to equity-settled.

The directors of the Company anticipate that the
application of the above amendments will have no material
impact on the consolidated financial statements.

HKFRS 9 introduces new requirements for the classification
and measurement of financial assets. Debt instruments that
are held within a business model whose objective is to hold
assets in order to collect contractual cash flows (the
business model test) and that have contractual terms that
give rise to cash flows that are solely payments of principal
and interest on the principal amount outstanding (the
contractual cash flow characteristics test) are generally
measured at amortised cost. Debt instruments that meet
the contractual cash flow characteristics test are measured
at fair value through other comprehensive income (“FVTOCI”)
if the objective of the entity’s business model is both to
hold and collect the contractual cash flows and to sell the
financial assets. Entities may make an irrevocable election
at initial recognition to measure equity instruments that are
not held for trading at FVTOCI. All other debt and equity
instruments are measured at fair value through profit or loss
(“FVTPL").

ZEEAATHAEBENIERE
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Forthe yearended 31 March2018 #HEZE-ZT—N\F=ZA=+—HItFE

2. ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”)

(Continued)

(b) New/revised HKFRSs that have been

issued but are not yet effective (Continued)

HKFRS 9 includes a new expected loss impairment model
for all financial assets not measured at FVTPL replacing the
incurred loss model in HKAS 39 Financial Instruments:
Recognition and Measurement and new general hedge
accounting requirements to allow entities to better reflect
their risk management activities in financial statements.

HKFRS 9 carries forward the recognition, classification and
measurement requirements for financial liabilities from
HKAS 39, except for financial liabilities designated at
FVTPL, where the amount of change in fair value
attributable to change in credit risk of the liability is
recognised in other comprehensive income unless that
would create or enlarge an accounting mismatch. In
addition, HKFRS 9 retains the requirements in HKAS 39 for
derecognition of financial assets and financial liabilities.

2.
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Forthe year ended 31 March 2018 #HZE—T—\F=A=+—HIFE

2. ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”)

(Continued)

(b) New/revised HKFRSs that have been
issued but are not yet effective (Continued)

Based on the Group’s financial instruments as at 31 March
2018, the directors of the Company consider the following
potential impact on initial application of HKFRS 9:

Classification and measurement:

° Available-for-sale investments carried at fair value as
disclosed in note 20: these investments qualified for
designation as financial assets measured at FVTOCI
under HKFRS 9. At the date of initial application, the
impairment loss on available-for-sale investments
amounting to HK$20,953,000 will be reclassified from
retained earnings to available-for-sale financial assets
reserve as at 1 April 2018 without any restatement in
the corresponding period.

2.

% 8 B 1 4R 25 5 B
% B 75 35 25 2 81 )
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For the year ended 31 March 2018 #HZ—-=

2. ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”)

(Continued)

(b) New/revised HKFRSs that have been
issued but are not yet effective (Continued)

The debt component and equity component of the
investments in convertible bonds as disclosed in note
19 is measured at amortised cost and FVTPL
respectively under HKAS 39 for the year ended 31
March 2018. Upon the initial application of HKFRS 9,
this entire hybrid contract will be classified as financial
assets measured at FVTPL and will no longer be split
into debt and conversion option components. On
transition, the difference between the fair value of the
entire hybrid contract accounted for under HKFRS 9
and sum of the fair values of the two components
previously recognised separately under HKAS 39
would be adjusted in its opening retained earnings as
at 1 April 2018 without any restatement in the
corresponding period. Subsequent to initial
measurement, all fair value gains/losses are
recognised in profit or loss.

All other financial assets and financial liabilities will
continue to be measured on the same bases as are
currently measured under HKAS 39.
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Forthe year ended 31 March 2018 #HZE—T—\F=A=+—HIFE

2. ADOPTION OF HONG KONG FINANCIAL 2. 4 E BB EHEEL
REPORTING STANDARDS (“HKFRSs”) (BB HREEAR]
(Continued) (&)

(b) New/revised HKFRSs that have been

issued but are not yet effective (Continued)

The application of the expected credit loss model of
HKFRS 9 in the future will result in early provision of credit
losses which are not yet incurred in relation to the Group’s
financial assets and is not likely to have other material
impact on the results and financial position of the Group
based on an analysis of the Group’s existing business
model. The Group will apply the limited exemption available
in HKFRS 9 relating to transition for classification and
measurement and impairment, and accordingly will not
restate comparatives in the year ending 31 March 2019.
The Group expects to apply the simplified approach and
record lifetime expected credit losses that are estimated
based on the present value of all cash shortfalls over the
remaining life of all of its trade and other receivables.

The new standard establishes a single revenue recognition
framework. The core principle of the framework is that an
entity should recognise revenue to depict the transfer of
promised goods or services to customers in an amount
that reflects the consideration to which the entity expects
to be entitled in exchange for those goods and services.
HKFRS 15 supersedes existing revenue recognition
guidance including HKAS 18 Revenue, HKAS 11
Construction Contracts and related interpretations.
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2. ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”)

(Continued)

(b) New/revised HKFRSs that have been
issued but are not yet effective (Continued)

HKFRS 15 requires the application of a 5-step approach to
revenue recognition:

° Step 1: Identify the contract(s) with a customer

° Step 2: Identify the performance obligations in the
contract

° Step 3: Determine the transaction price

° Step 4: Allocate the transaction price to each
performance obligation

° Step 5: Recognise revenue when each performance
obligation is satisfied

HKFRS 15 includes specific guidance on particular revenue
related topics that may change the current approach taken
under HKFRSs. The standard also significantly enhances
the qualitative and quantitative disclosures related to
revenue.

The amendments to HKFRS 15 included clarifications on
identification of performance obligations; application of
principal versus agent; licenses of intellectual property; and
transition requirements.
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2. ADOPTION OF HONG KONG FINANCIAL 2. 4 E BB EHEEL
REPORTING STANDARDS (“HKFRSs”) (BB HREEAR]
(Continued) (&)

(b) New/revised HKFRSs that have been

issued but are not yet effective (Continued)

The directors of the Company have assessed its
performance obligations of its manufacture and sales of
pharmaceutical products pursuant to HKFRS 15 and has
concluded that there are no significant differences on the
timing and amounts of revenue recognised for these
revenue streams in the respective reporting periods.
Accordingly, the implementation of HKFRS 15 would not
result in any significant impact on the Group’s financial
position and results of operations. Meanwhile, there will be
additional disclosure requirements under HKFRS 15 upon
its adoption. The Group plans to apply the new standard
only to contracts not completed as of the date of initial
application which is 1 April 2018 as permitted by the
practical expedients in HKFRS 15.

The interpretation provides guidance on determining the
date of the transaction for determining an exchange rate to
use for transactions that involve advance consideration
paid or received in a foreign currency and the recognition
of a non-monetary asset or non-monetary liability. The
interpretations specifies that the date of the transaction for
the purpose of determining the exchange rate to use on
initial recognition of the related asset, expense or income (or
part thereof) is the date on which the entity initially
recognises the non-monetary asset or non-monetary
liability arising from the payment or receipt of advance
consideration.
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2. ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”)

(Continued)

(b) New/revised HKFRSs that have been
issued but are not yet effective (Continued)

The directors of the Company anticipate that there would
be no significant impact on the Group’s results and
financial position upon the adoption of this interpretation.

The amendments clarify that prepayable financial assets
with negative compensation can be measured at amortised
cost or at fair value through other comprehensive income if
specified conditions are met — instead of at fair value
through profit or loss.

The directors of the Company anticipate that the
application of these amendments will have no material
impact on the consolidated financial statements.
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2. ADOPTION OF HONG KONG FINANCIAL 2. 4 E BB EHEEL
REPORTING STANDARDS (“HKFRSs”) (BB HREEAR]
(Continued) (&)

(b) New/revised HKFRSs that have been

issued but are not yet effective (Continued)

HKFRS 16, which upon the effective date will supersede
HKAS 17 Leases and related interpretations, introduces a
single lessee accounting model and requires a lessee to
recognise assets and liabilities for all leases with a term of
more than 12 months, unless the underlying asset is of low
value. Specifically, under HKFRS 16, a lessee is required to
recognise a right-of-use asset representing its right to use
the underlying leased asset and a lease liability representing
its obligation to make lease payments. Accordingly, a
lessee should recognise depreciation of the right-of-use
asset and interest on the lease liability, and also classifies
cash repayments of the lease liability into a principal portion
and an interest portion and presents them in the statement
of cash flows. Also, the right-of-use asset and the lease
liability are initially measured on a present value basis. The
measurement includes non-cancellable lease payments
and also includes payments to be made in optional periods
if the lessee is reasonably certain to exercise an option to
extend the lease, or to exercise an option to terminate the
lease. This accounting treatment is significantly different
from the lessee accounting for leases that are classified as
operating leases under the predecessor standard, HKAS
17.

In respect of the lessor accounting, HKFRS 16 substantially
carries forward the lessor accounting requirements in
HKAS 17. Accordingly, a lessor continues to classify its
leases as operating leases or finance leases, and to
account for those two types of leases differently.
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2. ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”)

(Continued)

(b) New/revised HKFRSs that have been

issued but are not yet effective (Continued)

As set out in note 36 below, the future aggregate minimum
lease payments under non-cancellable operating lease of
the Group as at 31 March 2018 amounted to approximately
HK$3,427,000. Based on current leasing patterns, the
Group expects the adoption of HKFRS 16 as compared
with the current accounting policy would not significantly
impact the Group’s financial performance but it is expected
that certain portion of the operating lease commitments
would be recognised in the consolidated statement of
financial position as right-of-use assets and lease liabilities.

The interpretation supports the requirements of HKAS 12,
Income Taxes, by providing guidance over how to reflect
the effects of uncertainty in accounting for income taxes.
Under the Interpretation, the entity shall determine whether
to consider each uncertain tax treatment separately or
together based on which approach better predicts the
resolution of the uncertainty. The entity shall also assume
the tax authority will examine amounts that it has a right to
examine and have full knowledge of all related information
when making those examinations. If the entity determines it
is probable that the tax authority will accept an uncertain
tax treatment, then the entity should measure current and
deferred tax in line with its tax filings. If the entity determines
it is not probable, then the uncertainty in the determination
of tax is reflected using either the “most likely amount” or
the “expected value” approach, whichever better predicts
the resolution of the uncertainty.
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2. ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”)

(Continued)

(b) New/revised HKFRSs that have been
issued but are not yet effective (Continued)

The directors of the Company anticipate that there would
be no impact on the consolidated financial statements.

The amendments clarify the extent of gains or losses to be
recognised when an entity sells or contributes assets to its
associate or joint venture. When the transaction involves a
business the gain or loss is recognised in full, conversely
when the transaction involves assets that do not constitute
a business the gain or loss is recognised only to the extent
of the unrelated investors’ interests in the joint venture or
associate.

The directors of the Company anticipate that there would
be no impact on the consolidated financial statements.
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3. BASIS OF PREPARATION AND
PRESENTATION

3.1

3.2

3.3

Statement of compliance

The consolidated financial statements have been prepared
in accordance with all applicable HKFRSs, Hong Kong
Accounting Standards (“HKASs”) and Interpretations
(hereinafter collectively referred to as the “HKFRSs”) and
the disclosure requirements of the Hong Kong Companies
Ordinance. In addition, the financial statements include
applicable disclosures required by the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong
Limited.

Basis of measurement

The consolidated financial statements have been prepared
under the historical cost basis except for certain financial
instruments, which are measured at fair values as explained
in the accounting policies set out below.

Functional and presentation currency

The consolidated financial statements are presented in
Hong Kong dollars (“HK$”), which is the same as the
functional currency of the Company. The amounts stated
are rounded to the nearest HK$1,000 unless otherwise
stated.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

4.1

Basis of consolidation

The consolidated financial statements comprise the
financial statements of the Company and its subsidiaries.
Inter-company transactions and balances between group
companies together with unrealised profits are eliminated in
full in preparing the consolidated financial statements.
Unrealised losses are also eliminated unless the transaction
provides evidence of impairment on the asset transferred,
in which case the loss is recognised in profit or loss.
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4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4. EXETTHERE @)

4.1 Basis of consolidation (Continued) 41 ZEEHE ()

Acquisition of subsidiaries or businesses is accounted for
using the acquisition method. The cost of an acquisition is
measured at the aggregate of the acquisition-date fair value
of assets transferred, liabilities incurred and equity interests
issued by the Group, as the acquirer. The identifiable
assets acquired and liabilities assumed are principally
measured at acquisition-date fair value. The Group’s
previously held equity interest in the acquiree is re-
measured at acquisition-date fair value and the resulting
gains or losses are recognised in profit or loss. The Group
may elect, on a transaction-by-transaction basis, to
measure the non-controlling interests that represent
present ownership interests in the subsidiary either at fair
value or at the proportionate share of the acquiree’s
identifiable net assets. All other non-controlling interests are
measured at fair value unless another measurement basis
is required by HKFRSs. Acquisition-related costs incurred
are expensed unless they are incurred in issuing equity
instruments in which case the costs are deducted from
equity.

When the Group loses control of a subsidiary, the profit or
loss on disposal is calculated as the difference between (i)
the aggregate of the fair value of the consideration received
and the fair value of any retained interest and (i) the
previous carrying amount of the assets (including goodwill),
and liabilities of the subsidiary and any non-controlling
interest. Amounts previously recognised in other
comprehensive income in relation to the subsidiary are
accounted for in the same manner as would be required if
the relevant assets or liabilities were disposed of.
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4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4.1

4.2

Basis of consolidation (Continued)

Subsequent to acquisition, the carrying amount of non-
controlling interests that represent present ownership
interests in the subsidiary is the amount of those interests
at initial recognition plus such non-controlling interest’s
share of subsequent changes in equity. Total
comprehensive income is attributed to such non-controlling
interests even if this results in those non-controlling
interests having a deficit balance.

Subsidiaries

A subsidiary is an investee over which the Company is able
to exercise control. The Company controls an investee if all
three of the following elements are present: power over the
investee, exposure, or rights, to variable returns from the
investee, and the ability to use its power to affect those
variable returns. Control is reassessed whenever facts and
circumstances indicate that there may be a change in any
of these elements of control.

In the Company’s statement of financial position,
investments in subsidiaries are stated at cost less
impairment loss, if any. The results of subsidiaries are
accounted for by the Company on the basis of dividend
received and receivable.
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4. SUMMARY OF SIGNIFICANT 4.
ACCOUNTING POLICIES (Continued)

BERSFTHEHME @)

4.3 Associate 4.3 B N\ T

An associate is an entity over which the Group has
significant influence and that is neither a subsidiary nor a
joint arrangement. Significant influence is the power to
participate in the financial and operating policy decisions of
the investee but not control or joint control over those
policies.

An associate is accounted for using the equity method
whereby it is initially recognised at cost and thereafter, its
carrying amount is adjusted for the Group’s share of the
post-acquisition change in the associate’s net assets
except that losses in excess of the Group’s interest in the
associate are not recognised unless there is an obligation
to make good those losses.

Profits and losses arising on transactions between the
Group and its associates are recognised only to the extent
of unrelated investors’ interests in the associate. The
investor’'s share in the associate’s profits and losses
resulting from these transactions is eliminated against the
carrying value of the associate. Where unrealised losses
provide evidence of impairment of the asset transferred
they are recognised immediately in profit or loss.

Any premium paid for an associate above the fair value of
the Group’s share of the identifiable assets, liabilities and
contingent liabilities acquired is capitalised and included in
the carrying amount of the associate. Where there is
objective evidence that the investment in an associate has
been impaired, the carrying amount of the investment is
tested for impairment in the same way as other non-
financial assets.
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4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4.4 Goodwill

Where the fair value of identifiable assets and liabilities
exceed the aggregate of the fair value of consideration
paid, the amount of any non-controlling interest in the
acquiree and the acquisition date fair value of the acquirer’s
previously held equity interest in the acquiree, the excess is
recognised in profit or loss on the acquisition date, after re-
assessment.

Goodwill is measured at cost less impairment losses. For
the purpose of impairment testing, goodwill arising from an
acquisition is allocated to each of the relevant cash-
generating units that are expected to benefit from the
synergies of the acquisition. A cash-generating unit is the
smallest identifiable group of assets that generates cash
inflows that are largely independent of the cash inflows
from other assets or groups of assets. A cash-generating
unit to which goodwill has been allocated is tested for
impairment annually, by comparing its carrying amount with
its recoverable amount (see note 4.15), and whenever there
is an indication that the unit may be impaired.

For goodwiill arising on an acquisition in a financial year, the
cash-generating unit to which goodwill has been allocated
is tested for impairment before the end of that financial
year. When the recoverable amount of the cash-generating
unit is less than the carrying amount of the unit, the
impairment loss is allocated to reduce the carrying amount
of any goodwill allocated to the unit first, and then to the
other assets of the unit pro-rata on the basis of the carrying
amount to each asset in the unit. However, the loss
allocated to each asset will not reduce the individual asset’s
carrying amount to below its fair value less cost of disposal (if
measurable) or its value in use (if determinable), whichever
is the higher. Any impairment loss for goodwill is recognised
in profit or loss and is not reversed in subsequent periods.
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4. SUMMARY OF SIGNIFICANT 4.
ACCOUNTING POLICIES (Continued)

REFTHEHME @)

4.5 Property, plant and equipment 45 N¥E BERERE

Property, plant and equipment are stated at cost less
accumulated depreciation and any impairment losses. The
cost of property, plant and equipment includes its purchase
price and the costs directly attributable to the acquisition of
the items.

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

Property, plant and equipment are depreciated so as to
write off their cost net of expected residual value over their
estimated useful lives on a straight-line basis. The useful
lives, residual value and depreciation method are reviewed,
and adjusted if appropriate, at the end of each reporting
period. The annual rates/useful lives are as follows:

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

Buildings

6.67%-20%
10%-30%

Plant and machinery

Furniture, fittings and
equipment

Motor vehicles 20%

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

The gain or loss on disposal of an item of property, plant
and equipment is the difference between the net sale
proceeds and its carrying amount, and is recognised in
profit or loss on disposal.
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4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4.6 Investment properties

Investment property is property held either to earn rentals
or for capital appreciation or for both, but not held for sale
in the ordinary course of business, use in the production or
supply of goods or services or for administrative purposes.

The land component of leasehold investment property is
accounted for as a prepaid land lease payment.

The building component of investment property is
measured at cost on initial recognition and subsequently
carried at cost less accumulated depreciation and
accumulated impairment (if any). Depreciation is calculated
using a straight-line method to allocate the depreciable
amounts over the estimated useful lives of 30.25 years.

The residual values and useful lives of investment property
are reviewed, and adjusted as appropriate, at each financial
year end. The effects of any revision are included in the
statement of profit or loss when the changes arise.

4.7 Leases

Rental income from operating leases is recognised in
profit or loss on a straight-line basis over the term of
the relevant lease. Initial direct costs incurred in
negotiating and arranging an operating lease are
added to the carrying amount of the leased asset and
recognised as an expense on the straight-line basis
over the lease term.

The total rentals payable under the operating leases
are recognised in profit or loss on a straight-line basis
over the lease term. Lease incentives received are
recognised as an integrated part of the total rental
expense, over the term of the lease.
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4. SUMMARY OF SIGNIFICANT 4. EXAEBHHEBME @
ACCOUNTING POLICIES (Continued)

4.7 Leases (Continued) 4.7 #HE )

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.
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4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4.8 Intangible assets (other than goodwill)

Intangible assets with finite useful lives that are
acquired separately are carried at costs less
accumulated amortisation and any accumulated
impairment losses. Amortisation for intangible assets
with finite useful lives is recognised on a straight-line
basis over their estimated useful lives. The estimated
useful life and amortisation method are reviewed at
the end of each reporting period, with the effect of
any changes in estimate being accounted for on a
prospective basis.

Intangible assets with indefinite useful lives that are
acquired separately are carried at cost less any
subsequent accumulated impairment losses (see
note 4.8(iii)).

Expenditure on internally developed products is
capitalised if it can be demonstrated that:

° it is technically feasible to develop the product

for it to be sold;

o adequate resources are available to complete
the development;

° there is an intention to complete and sell the
product;

o the Group is able to sell the product;

o sale of the product will generate future

economic benefits; and expenditure on the
project can be measured reliably.
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4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4. EXETTHERE @)

4.8 Intangible assets (other than goodwill) 48 B EE (B ERH)
(Continued) (%)

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.

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, are stated at cost less
accumulated amortisation and impairment losses.
The categories of intangible assets are summarised
as follows:

(@ 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.

(b) Gene invention rights
The cost of gene invention rights is amortised
over the lives of the rights granted for the
invention of a period up to a maximum of
twenty years.
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4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4.8 Intangible assets (other than goodwill)
(Continued)

Intangible assets with finite lives are tested for
impairment when there is an indication that an asset
may be impaired. Intangible assets with indefinite
useful lives and intangible assets not yet available for
use are tested for impairment annually, irrespective of
whether there is any indication that they may be
impaired. Intangible assets are tested for impairment
by comparing their carrying amounts with their
recoverable amounts (see note 4.15).

If the recoverable amount of an asset is estimated to
be less than its carrying amount, the carrying amount
of the asset is reduced to its recoverable amount.

An impairment loss is recognised as an expense
immediately, unless the relevant asset is carried at a
revalued amount, in which case the impairment loss
is treated as revaluation decrease to the extent of its
revaluation surplus.
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4. SUMMARY OF SIGNIFICANT 4. EXAEBHHEBME @
ACCOUNTING POLICIES (Continued)

4.9 Financial Instruments 49 €T A

The Group classifies its financial assets at initial
recognition, depending on the purpose for which the
asset was acquired. Financial assets at fair value
through profit or loss are initially measured at fair
value and all other financial assets are initially
measured at fair value plus transaction costs that are
directly attributable to the acquisition of the financial
assets. Regular way purchases or sales of financial
assets are recognised and derecognised on a trade
date basis. A regular way purchase or sale is a
purchase or sale of a financial asset under a contract
whose terms require delivery of the asset within the
time frame established generally by regulation or
convention in the marketplace concerned.

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

These assets include financial assets held for trading.
Financial assets are classified as held for trading if
they are acquired for the purpose of sale in the near
term. Derivatives, including separated embedded
derivatives, are also classified as held for trading
unless they are designated as effective hedging
instruments or financial guarantee contracts.

Subsequent to initial recognition, financial assets at
FVTPL are measured at fair value, with changes in fair
value recognised in profit or loss in the period in
which they arise and is included in “other gains or
losses” line item.
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4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4.9 Financial Instruments (Continued)

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.

Loans and receivables

These assets 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, cash and
bank balances and amount due from an associate)
carried at amortised cost using the effective interest
method, less any identified impairment losses.

Interest income is recognised by applying the
effective interest rate, except for short-term
receivables where the recognition of interest would
be immaterial.

Available-for-sale financial assets

These assets are non-derivative financial assets that
are designated as available-for-sale or are not
included in other categories of financial assets.
Subsequent to initial recognition, these assets are
carried at fair value with changes in fair value
recognised in other comprehensive income, except
for impairment losses and foreign exchange gains
and losses on monetary instruments, which are
recognised in profit or loss.
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4. SUMMARY OF SIGNIFICANT 4.
ACCOUNTING POLICIES (Continued)

REFTHEHME @)

4.9 Financial Instruments (Continued) 49 €@ I @)

Available-for-sale financial assets (Continued)
Dividends on available-for-sale equity investments are
recognised in profit or loss when the Group’s right to
receive the dividends is established.

For available-for-sale 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 instruments, they
are measured at cost less any identified impairment
losses.

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.
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4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4.9 Financial Instruments (Continued)

The Group assesses, at the end of each reporting
period, whether there is any objective evidence that
financial asset is impaired. Financial asset is impaired
if there is objective evidence of impairment as a result
of one or more events that has occurred after the
initial recognition of the asset and that event has an
impact on the estimated future cash flows of the
financial asset that can be reliably estimated.
Evidence of impairment may include:

° significant financial difficulty of the debtor;

o a breach of contract, such as a default or
delinquency in interest or principal payments;

° granting concession to a debtor because of
debtor’s financial difficulty;

° it becoming probable that the debtor will enter
bankruptcy or other financial reorganisation.

For Loans and receivables

An impairment loss is recognised in profit or loss
when there is objective evidence that the asset is
impaired, and is measured as the difference between
the asset’s carrying amount and the present value of
the estimated future cash flows discounted at the
original effective interest rate. The carrying amount of
financial asset is reduced through the use of an
allowance account. When any part of financial asset
is determined as uncollectible, it is written off against
the allowance account for the relevant financial asset.
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4. SUMMARY OF SIGNIFICANT 4. EXAEBHHEBME @
ACCOUNTING POLICIES (Continued)

4.9 Financial Instruments (Continued) 49 €@ I @)

For Available-for-sale financial assets

Where a decline in the fair value constitutes objective
evidence of impairment, the amount of the loss is
removed from equity and recognised in profit or loss.

Any impairment losses on available-for-sale debt
investments are subsequently reversed in profit or
loss if an increase in the fair value of the investment
can be objectively related to an event occurring after
the recognition of the impairment loss.

For available-for-sale equity investment, any increase
in fair value subsequent to an impairment loss is
recognised in other comprehensive income.

For available-for-sale equity investment that is carried
at cost, the amount of impairment loss is measured
as the difference between the carrying amount of the
asset and the present value of estimated future cash
flows discounted at the current market rate of return
for a similar financial asset. Such impairment loss is
not reversed.

The Group classifies its financial liabilities, depending
on the purpose for which the liabilities were incurred.
Financial liabilities at amortised costs are initially
measured at fair value, net of directly attributable
costs incurred.
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4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4.9 Financial Instruments (Continued)

Financial liabilities at amortised cost

Financial liabilities at amortised cost including trade
and other payables and the amount due to an
associate are subsequently measured at amortised
cost, using the effective interest method. The related
interest expense is recognised in profit or loss.

Gains or losses are recognised in profit or loss when
the liabilities are derecognised as well as through the
amortisation process.

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).
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4. SUMMARY OF SIGNIFICANT 4. EXAEBHHEBME @
ACCOUNTING POLICIES (Continued)

4.9 Financial Instruments (Continued) 49 €@ I @)

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.

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.

The effective interest method is a method of
calculating the amortised cost of a financial asset or
financial liability and of allocating interest income or
interest expense over the relevant period. The
effective interest rate is the rate that exactly discounts
estimated future cash receipts or payments through
the expected life of the financial asset or liability, or
where appropriate, a shorter period.
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4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4.9 Financial Instruments (Continued)

Equity instruments issued by the Company are
recorded at the proceeds received, net of direct issue
costs.

The Group derecognises a financial asset when the
contractual rights to the future cash flows in relation
to the financial asset expire or when the financial
asset has been transferred and the transfer meets
the criteria for derecognition in accordance with
HKAS 39.

Financial liabilities are derecognised when the
obligation specified in the relevant contract is
discharged, cancelled or expires.

4.10 Inventories

Inventories are initially recognised at cost, and subsequently
at the lower of cost and net realisable value. Cost
comprises all costs of purchase, costs of conversion and
other costs incurred in bringing the inventories to their
present location and condition. Cost is calculated using the
weighted average method. Net realisable value represents
the estimated selling price in the ordinary course of
business less the estimated costs of completion and the
estimated costs necessary to make the sale.
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4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4. EXREFHEBEw

411 W EER

4.11 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 (see note 4.7(i)).
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4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4.12 Income tax

Income taxes for the year comprise current tax and
deferred tax.

Current tax is based on the profit or loss from ordinary
activities adjusted for items that are non-assessable or
disallowable for income tax purposes and is calculated
using tax rates that have been enacted or substantively
enacted at the end of reporting period.

Deferred tax is recognised in respect of temporary
differences between the carrying amounts of assets and
liabilities for financial reporting purposes and the
corresponding amounts used for tax purposes. Except for
goodwill and recognised assets and liabilities that affect
neither accounting nor taxable profits, deferred tax liabilities
are recognised for all taxable temporary differences.
Deferred tax assets are recognised to the extent that it is
probable that taxable profits will be available against which
deductible temporary differences can be utilised. Deferred
tax is measured at the tax rates appropriate to the
expected manner in which the carrying amount of the asset
or liability is realised or settled and that have been enacted
or substantively enacted at the end of reporting period.

Deferred tax liabilities are recognised for taxable temporary
differences arising on 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.

Income taxes are recognised in profit or loss except when
they relate to items recognised in other comprehensive
income in which case the taxes are also recognised in
other comprehensive income or when they relate to items
recognised directly in equity in which case the taxes are
also recognised directly in equity.
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4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4. EXETTHERE @)
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4.13 Foreign currency

Transactions entered into by group entities in currencies
other than the currency of the primary economic
environment in which they operate (the “functional
currency”) are recorded at the rates ruling when the
transactions occur. Foreign currency monetary assets and
liabilities are translated at the rates ruling at the end of
reporting period. Non-monetary items carried at fair value
that are denominated in foreign currencies are retranslated
at the rates prevailing on the date when the fair value was
determined. Non-monetary items that are measured in
terms of historical cost in a foreign currency are not
retranslated.

Exchange differences arising on the settlement of monetary
items, and on the translation of monetary items, are
recognised in profit or loss in the period in which they arise.
Exchange differences arising on the retranslation of non-
monetary items carried at fair value are included in profit or
loss for the period except for differences arising on the
retranslation of non-monetary items in respect of which
gains and losses are recognised in other comprehensive
income, in which case, the exchange differences are also
recognised in other comprehensive income.

On consolidation, income and expense items of foreign
operations are translated into the presentation currency of
the Group (i.e. Hong Kong dollars) at the average exchange
rates for the year, unless exchange rates fluctuate
significantly during the period, in which case, the rates
approximating to those ruling when the transactions took
place are used. All assets and liabilities of foreign
operations are translated at the rate ruling at the end of
reporting period. Exchange differences arising, if any, are
recognised in other comprehensive income and
accumulated in equity as foreign exchange reserve.

On disposal of a foreign operation, the cumulative
exchange differences recognised in the foreign exchange
reserve relating to that operation up to the date of disposal
are reclassified to profit or loss as part of the profit or loss
on disposal.
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4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4.13 Foreign currency (Continued)

Goodwill and fair value adjustments on identifiable assets
acquired arising on an acquisition of a foreign operation on
or after 1 January 2005 are treated as assets and liabilities
of that foreign operation and translated at the rate of
exchange prevailing at the end of reporting period.
Exchange differences arising are recognised in the foreign
exchange reserve.

4.14 Employee benefits

Short term employee benefits are employee benefits
(other than termination benefits) that are expected to
be settled wholly before twelve months after the end
of the annual reporting period in which the employees
render the related service. Short term employee
benefits are recognised in the year when the
employees render the related service.

Payments to state-managed retirement benefit
schemes and the Mandatory Provident Fund Scheme
are recognised as an expense when employees have
rendered service entitling them to the contributions.

Termination benefits are recognised on the earlier of
when the Group can no longer withdraw the offer of
those benefits and when the Group recognises
restructuring costs involving the payment of
termination benefits.
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4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4. EXETTHERE @)
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4.15 Impairment of assets (other than

financial assets)

At the end of each reporting period, the Group reviews the
carrying amounts of the following assets to determine
whether there is any indication that those assets have
suffered an impairment loss or an impairment loss
previously recognised no longer exists or may have
decreased:

° property, plant and equipment/investment property
under cost model;

o intangible assets; and

° investments in subsidiaries and an associate

If the recoverable amount (i.e. the greater of the fair value
less costs of disposal and value in use) of an asset is
estimated to be less than its carrying amount, the carrying
amount of the asset is reduced to its recoverable amount.
An impairment loss is recognised as an expense
immediately, unless the relevant asset is carried at a
revalued amount under another HKFRS, in which case the
impairment loss is treated as a revaluation decrease under
that HKFRS.

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, to the extent 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 in prior
years. A reversal of an impairment loss is recognised as
income immediately, unless the relevant asset is carried at
a revalued amount under another HKFRS, in which case
the reversal of the impairment loss is treated as a
revaluation increase under that HKFRS.
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4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4. EXEFTHERE @)
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4.15 Impairment of assets (other than

financial assets) (Continued)

Value in use is based on the estimated future cash flows
expected to be derived from the asset, 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 or cash generating unit.

4.16 Borrowing costs

Borrowing costs that are directly attributable to the
acquisition or production of a qualifying asset is capitalised
as part of the cost of the asset until when substantially all
the activities necessary to prepare the asset for its intended
use or sale are complete, after which such expense is
charged to profit or loss. A qualifying asset is an asset that
necessarily takes a substantial period of time to get ready
for its intended use or sale. Capitalisation of borrowing cost
is suspended during extended periods in which active
development is interrupted.

The amount of borrowing costs eligible for capitalisation is
the actual borrowing costs incurred on the borrowing
during the period less any investment income on the
temporary investment of the borrowing.

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

4.17 Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing
or amount when the Group has a legal or constructive
obligation arising as a result of a past event, which it is
probable will result in an outflow of economic benefits that
can be reliably estimated.
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4. SUMMARY OF SIGNIFICANT 4.
ACCOUNTING POLICIES (Continued)

BERSFTHEHME @)

4.17 Provisions and contingent liabilities

(Continued)

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow of
economic benefits is remote. Possible obligations, the
existence of which will only be confirmed by the occurrence
or non-occurrence of one or more future events, are also
disclosed as contingent liabilities unless the probability of
outflow of economic benefits is remote.

4.18 Government grants

Grants from the government are recognised at their fair
value where there is a reasonable assurance that the grant
will be received and the Group will comply with all attached
conditions.

Government grants relating to costs are deferred and
recognised in the consolidated statement of profit or loss
and other comprehensive income over the period
necessary to match them with the costs that they are
intended to compensate.

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.

4.19 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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4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4.20 Related parties

(@)

)

A person or a close member of that person’s family is
related to the Group if that person:

(i)

(i)

has control or joint control over the Group;

has significant influence over the Group; or

is @ member of key management personnel of
the Group or the Company’s parent.

An entity is related to the Group if any of the following
conditions apply:

U)

(i)

(i)

(iv)

The entity and the Group are members of the
same group (which means that each parent,
subsidiary and fellow subsidiary is related to the
others).

One entity is an associate or joint venture of the
other entity (or an associate or joint venture of a
member of a group of which the other entity is
a member).

Both entities are joint ventures of the same third
party.

One entity is a joint venture of a third entity and
the other entity is an associate of the third
entity.
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4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

4.20 Related parties (Continued)

(b)

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

(vi)

(vil)

(viil

The entity is a post-employment benefit plan for
the benefit of the employees of the Group or an
entity related to the Group.

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

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

The entity, or any member of a group of which
it is a part, provides key management personnel
services to the Group or to the Company’s
parent.

Close members of the family of a person are those
family members who may be expected to influence,
or be influenced by, that person in their dealings with
the entity and include:

U)

(i)

(i)

that person’s children and spouse or domestic
partner;

children of that person’s spouse or domestic
partner; and

dependents of that person or that person’s
spouse or domestic partner.
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CRITICAL ACCOUNTING JUDGEMENTS 5 E A&

AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies, which are
described in note 4 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.

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 Group’s 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 an 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 2018, the carrying amount of the
Group’s interest in an associate amounted to HK$330,970,000
(2017: HK$330,969,000). The directors of the Company have
performed an impairment assessment on the Group’s interest in
an associate as at 31 March 2018, with reference to a valuation
report prepared by an independent qualified valuer, Roma
Appraisals Limited, using asset-based approach and are of the
view that no impairment provision is required.
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CRITICAL ACCOUNTING JUDGEMENTS 5 E A&

AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Impairment of interest in an associate
(Continued)

In making the assessment, key assumptions adopted by the
management include that Smart Ascent Group would be
successful in completing the clinical trials, obtaining the regulatory
approvals from the relevant government bodies and launching
the Product by the middle of 2020 (2017: end of 2019).

Should the actual outcome of the clinical trials, obtaining of the
regulatory approvals and the launching of the Product be
unsuccessful or delayed; and of any other key assumptions
applied in preparing the cash flow projections, including the
discount rates and growth rate assumptions used be different
from what were adopted by the management, the recoverable
amounts of the Group’s interest in associate for impairment test
purpose could be different from what have been determined by
the management. This could affect the carrying amount of
Group’s interest in associate as well as the Group’s profit for the
year as reported.

Impairment loss on trade receivables

The impairment loss on trade receivables 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 2018, 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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Extrawell Pharmaceutical Holdings Limited f{EZEIERAR AT

AND 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: () whether an event has
occurred that may indicate that the related assets value may not
be recoverable; and (i) 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 2018, 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 2018 (2017: nil).

As at 31 March 2018, the carrying amounts of prepaid lease
payments and buildings are approximately HK$10,017,000 (2017:
HK$9,299,000) and HK$126,776,000 (2017: HK$116,728,000)
respectively.

Impairment loss on slow-moving and
obsolete inventories

Impairment loss on 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.

—N\F=ZA=1T—HULHFE

5. CRITICAL ACCOUNTING JUDGEMENTS 5 E A E:HHUE R L F
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Forthe year ended 31 March 2018 &#Z—-T— \F=ZA=+—HIFE

CRITICAL ACCOUNTING JUDGEMENTS 5. E A2 ¥ B 1§t F

AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Impairment loss on slow-moving and
obsolete inventories (Continued)

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.

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 2018, the
carrying amount of the embedded conversion option of
convertible bonds invested by the Group is HK$4,296,000 (2017:
HK$21,078,000).

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.
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For the year ended 31 March 2018 #HZ—-=

CRITICAL ACCOUNTING JUDGEMENTS 5.

AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

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

On initial recognition of convertible bonds issued by the
Company, the fair value of the conversion 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.

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.
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Forthe yearended 31 March2018 #HZE_-_ZT— N\F=—A=+—HItFE

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:

Wk oBER

FRUEEAIBEPLEERM
BEREERFTEZAFERRFA
ZIMEHERBERE - 2T

2017

—+tF

HK$’000

FAT

Manufacturing of pharmaceutical products B 3 % 44,477
Trading of pharmaceutical products & n B 5 63,426
107,903

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.

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
(“Manufacturing”);

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

(c) the gene development segment engages in the commercial
exploitation and development of genome-related
technology (“Gene Development”).
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Notes to the Consolidated Financial Statements (Continved)
REMBHRERNE @)

Forthe year ended 31 March 2018 &#HZ—-T— \F=ZA=+—HIFE

6. REVENUE AND SEGMENT INFORMATION 6. W% R 2 E&EE @)

(Continued)
Segment revenue and results TEWREREE
The following is the Group’s revenue and results from operation IUTAEBRITEREEDBE D 2K
by reportable and operating segment. EEEEBIAEBRENRES -
Manufacturing Trading Gene Development Total
i g5 ERAR @
2018 2018
—E-N\f —E-N\E
HK$'000 HK$’000
TERT ; TER
Revenue W&
Sales to external customers [\ 9P E & P
e 60,176 44,477 25,586 63,426 Sl 107,903
Segment results DEEE (3,695) (12,044) (6,009) 2,709 (9,787)

Unallocated other income k7 B 2

=2 9N 90,514
Unallocated other gains and & 5 it 7 &
losses, net b4z &
BEFE (87,739)
Corporate expenses rERZ (7.217)
Effective interest expense A #1 ik f& %
on convertible bonds ZEBF
BEY (6,590)
Share of results of fEfl—
an associate EUNGIES
&

Profit before income tax [ TS 8 A

hddl
Income tax credit/(expense) FfT g gjiﬁ %/
(%it)
Profit for the year AEERH
The accounting policies of the operating segments are the same RS SKE 7 @ HEEE S BB
as the Group’s accounting policies described in note 4 to the 2% MizF4Frii A E B 2 @5t R HE
consolidated financial statements. Segment profit/(loss) B e D8E%HN(EE)EELED R
represents the profit earned by/(loss from) each segment without FEIWA - A EEIRE 2T
allocation of interest income, effective interest income from BIWA Bz REIETERE X
investments in convertible bonds, other gains and losses, net, BY BEH—EBELA XS RATR
corporate expenses, share of results of an associate and effective BEAZEERMERZI ZERT
interest expense on convertible bonds. This is the measure LS M (EEZER) -
reported to the chief operating decision maker, being the board HtEANBEELEREE(ES
of directors, for the purposes of resource allocation and @) E2EFRUBEERYD B KRBT

performance assessment. f o
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Notes to the Consolidated Financial Statements ((onﬁnued)
mEMBHRRMEE

For the year ended 31 March 2018 &#Z—-T— N\F=ZA=+— EIJJ:@FL

6. REVENUE AND SEGMENT INFORMATION 6. W% R 2 E&EE @)

(Continued)
Segment assets and liabilities PTHEERAE
The following is the Group’s assets and liabilities by reportable ARAEBIRAERELE S HEE » 2K
and operating segment. SEEERBE-
Manufacturing Trading Gene development Total
HiE g5 EREAR @t

2018 2017 2017 2018 2017 2017
=LA — T+ —E2—+F Rt — T+ ZE—LF
LGS HK$'000 HK§'000 | LLEHIE  HK$'000 HK$'000
TR TR TBT TR TAL THBT

Segment assets
Segment assets
Investments in
convertible bonds
Interest in an associate

Corporate and other
assets

Total assets

SEEE
NBREE 201,454 186,775 144,865 292,167 331,646
MR ES

RE 417,783 376,324

il

Nz Em 330,970 330,969
rEREM

BE 175,863 133,730
BESH SRl 1,172,669

Segment liabilites 2EE&E
Segment liabilies A E 87,033
Convertiole bonds [ # k&% 41,812
Corporate and other 7 % 2 H fth
liabilities afE 20,859
Total liabilities BBEeE 149,704 146,818

For the purposes of monitoring segment performance and

allocating resources between segments:

° 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
convertible bonds and corporate and other liabilities.

ARERIBERARRSBEIKEE
R E

s KRAUBMKREFKRE R HH
BRAE S &m%&ﬁ@é
E MBEEEANRERLE
DR R

+ BARBEERLERAMA
B FABESSEEE S
S -
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Notes to the Consolidated Financial Statements (Continued)
GENBBRERME @)

Forthe year ended 31 March 2018 #Z—T—N\F=A=+—HIFE

6. REVENUE AND SEGMENT INFORMATION 6. W% R 2 E&EE @)

(Continued)
Other segment information HtoEER
Manufacturing Trading Gene Development Total
HiE g5 HERMAR st

2018 2017 2017 2018 2017 2017
AN —FtF “Etf et T+ F —E—tF
GLEIIE  HK$'000 HK$'000 | GLEHNY  HK$'000 HK$'000
TER TAT TBT TR TAL TBT

Amounts included in -~ 5t A5 8% Fl

the measure of HERE
segment profit or pa ¢k
loss:

Depreciation and TERE

amortisation
Unallocated AOERMER

depreciation and B

amortisation
Provision for B HERER

impairment on RERE

trade receivables, ek

net 3,218 3,218
Bad debts recovered 2 U [a 52 (3,431) (3431)
Gainondisposal of HEER EE

intangible assets 2 WiE
Provision for FEMESRE

impaiment losson & FE
inventories, net
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Forthe yearended 31 March2018 #HZE_-_ZT— N\F=—A=+—HItFE

6. REVENUE AND SEGMENT INFORMATION 6. W R oEEE @

(Continued)
Geographical information i I &
The Group’s operations are located in the People’s Republic of AREEZEBMURPEARILM
China (the “PRC”) and Malaysia. (B EE®RPD o
Information about the Group’s revenue from external customers BRI BEBEEZAEBRKZE 2
is presented based on the location of the customers and BRI EEPRZIEEAEN 2
distributors. Information about the Group’s non-current assets is o BEAAEBIEREEEZERTY
presented based on the geographical location of the assets. HEEFMEHEBLERY -
Revenue from
external customers Non-current assets
REMEEF 2 Wz ERBEE
2017 2017
—E—+F —E—tF
HK$’'000 HK$’000
FET FET
(Note)
(Bt 5E)
Hong Kong a5 — 564
The PRC i 84,434 506,082
Macau SR P 23,469 —
107,903 506,646
Note: Non-current assets exclude financial instruments and deferred tax assets. s ERBSEETER ST ARELERE
Information about major customers FEEEFEER
Revenue from customers contributing over 10% of the total BRI BBI%ZBRPE 2 IRz
revenue are as follows: wmR
2017
—E—tF
HK$’000
FET
Customer A =P H 39,928
Customer B BFE L 23,469
Note: Revenue from customers A and B are generated from trading of M KERFRREF L2 W HEYRERE

pharmaceutical products. SFTELE
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Notes to the Consolidated Financial Statements (Continved)

GEPBHRRMEEE

Forthe year ended 31 March 2018 #Z—T—N\F=A=+—HIFE

7. OTHER INCOME

7. HilA

Interest income

Rental income

Sundry income

Government grants

Effective interest income from
investments in convertible bonds
(note 19)

Imputed interest income from amount
due from an associate (note 22)

B M A
e WA
FEIEA
I 8 B

ABRBRESFREZERMBEA

(M 5E19)

FEW — B E RRIRIAZ
mE MBS UWA (P FE22)

8. OTHER GAINS AND LOSSES, NET

Gain on disposal of intangible assets

Change in fair value of derivative
component of investments in
convertible bonds (note 19)

Impairment loss on available-for-sale
investments (note 20)

Provision for impairment on trade
receivables, net (note 24)

Bad debts recovered

HEBRTEE 2 W
ABRRESREZITETARD
ZRFEZEFE19)

A4 SR RE B 18 (7 20)
B 5 R RSB E B BF 8

(Pt 5E24)
Uk [ 3 BR

2018
—E-N\F
HK$°000

FTHER

1,806

2018

—B-NF
HK$’000

TER

(16,782)

(20,953)

(3,218)
3,431

(37,522)

2017
—E—+F
HK$’000
FET

1,299
54
50

193

71,786

4,036

77,418

8. HttWE=REBEFE

2017

—E—tF

HK$'000
TAET

2,819

(33,397)
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Notes to the Consolidated Financial Statements (Continued)
REMBHRRHEE

Forthe year ended 31 March 2018 #HZE—T—\F=A=+—HIFE

PROFIT BEFORE INCOME TAX 9. BRATB AT AR
2018 2017
A T tF
Notes HK$’000 HK$000
B 5 FE T FAT
Profit before income tax is arrived at TSR R B Nk
after charging: TA&IE
Auditor’s remuneration 1% BRAT B & 760
Amortisation of prepaid lease payments T8 {< 78 & 1< 2k 8 44 17 228
Depreciation of investment properties X &M EITE 15 59
Depreciation of property, plant and ME BENMXEITE
equipment 16 6,427
Cost of inventories recognised as MRAEBRAZEFERA
expenses 64,007
Operating lease charges in respect of AR T i RIEF 7 K&
land and buildings HEEZER 1,792
Provision for impairment loss on GFEREBERGFE
inventories, net* -
Staff costs (including directors’ BEIRA(BEESHM)
emoluments)
Salaries, bonus and allowances e TEAL R 23,581
Retirement benefits scheme RINTEFIEH B 50
contributions 3,172

included in cost of sales.

- FEASHERA
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Notes to the Consolidated Financial Statements (Continved)
GENBBRERME @)

Forthe year ended 31 March 2018 #Z—T—N\F=A=+—HIFE

10. DIRECTORS’ AND CHIEF EXECUTIVE’'S 10.EEZRESTHAEMS

EMOLUMENTS
Salaries and Retirement benefit scheme
Fee other benefits contributions Total
e FEREMER RIRER G EMR @it

2018 2017 2017 2018 2017 2017
—3- 5 [EEEEE & s -\« BT e
HK$000 HK$'000 HK$'000 HK$000 HK$'000 HK$'000
7 T Tn M TR T

Name of director ~ BEZ# £

Xie Vi #HR

LouYi Bl

Cheng Yong 158

Wong Sau Kuen T5

Liu Kwok Wah Bz

Lu Zhigiang EHH

Fang Lin Hu HRE

Xue Jing Lun BERf

Jin Song EXN

560 4,719

Xie Yi is also the Chief Executive of the Company and his HBRITRARRERITRAR  HE
emoluments disclosed above include those for services rendered MEEMESeEHEEARSITRA
by him as the Chief Executive. BRTIRHIRBHME -
No emoluments were paid by the Group to any of the directors RNZMEFEE A - 2N & B I £ [ {E ]
as an inducement to join or upon joining the Group or as EFTNMNE  EABMAREB S A
compensation for loss of office for both years. None of the BERF 2 A B S BB B - R M EF
directors has waived or agreed to waive any emoluments for ER BMECNEEREXRERE

both years. U B AE ] Bl & o
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11. FIVE HIGHEST PAID INDIVIDUALS, 11.

SENIOR MANAGEMENT’S EMOLUMENTS
AND EMPLOYEES’ BENEFITS

(@) The five highest paid individuals

Of the five individuals with the highest emoluments in the
Group, four (2017: three) were directors of the Company
whose emoluments are included in the disclosures in note
10 above. The emoluments of the remaining one (2017:
two) individual(s) were as follows:

EUEEHFMAL
AEBRAUZEHFMALH T
F(ZE—+F: ZR)RAER
RIESE REZHMERN EXW
FAI0AKE - Hef— R (ZF —
+tE WB) AL ZME 0
T

2017
—tF
HK$’000
THET

Salaries and allowance e Koz
Retirement benefit scheme contributions iE 1 1@ F 5 &I 4 2

1,356
25

1,381

The emoluments of each of the above highest paid
individuals (excluding the directors of the Company) were
all within the following bands:

LL SEEHFMALTCREIER
ANAEB)ZBHEN T T &EE
A :

2017
—+tF
Number of
individuals

A

Nil to HK$1,000,000 £ %1,000,0007% 7T

During both years, no emoluments were paid by the Group
to the five highest paid individuals and directors as an
inducement to join or upon joining the Group or as
compensation for loss of office, and no highest paid
individual has waived or, agreed to waive any emoluments.

Rz EEER - A% IS
MAVGESTFMALTIRESES
NBE EAEMARERSA
B AE BB E . R
EEEEMNATHESRRE K
ZL AL -
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For the year ended 31 March 2018 #HZ—-=

Extrawell Pharmaceutical Holdings Limited f{EZEIERAR AT

11. FIVE HIGHEST PAID INDIVIDUALS,
SENIOR MANAGEMENT’S EMOLUMENTS
AND EMPLOYEES’ BENEFITS (continued)

(b) Share option scheme

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 and, unless otherwise cancelled or amended,
will remain in force for 10 years from that date.

The Scheme provides incentives and rewards to eligible
participants who contribute to the success of the Group’s
operations. Eligible participants of the Scheme include the
Company’s directors (including independent non-executive
directors), other employees of the Group, suppliers of
goods or services to the Group, customers of the Group,
and any non-controlling interests in the Company’s
Subsidiaries.

Share options granted to a director, chief executive or
substantial shareholder of the Company, or to any of their
associates, are subject to approval in advance by the
independent non-executive directors. In addition, any share
options granted to a substantial shareholder or an
independent non-executive director of the Company, or to
any of their associates, in excess of 0.1% of the shares of
the Company in issue at any time or with an aggregate
value (based on the price of the Company’s shares at the
date of the grant) in excess of HK$5 million, within any
12-month period, are subject to shareholders’ approval in
advance in a general meeting.

—N\F=ZA=1T—HULHFE

ENBEEMAL BB
BB EMERESEAN
(%)

(b) B8 AR #E ST &
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AN B B% B A B A T B AR A
E(%EED RERAAR
AR _F/)\A\NBHH
ZHEREAECR T ——F
AH+EEFﬁ 7% &t &8l £ B
SEBXMEMZEGHEEZLR
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B BRIEAE A R EUH B
] BAlZEHE S B Z AR
T+TERN—EBK -

ZEt Bl AYAKEEEXINE
HERMZAERSEERME
BEE®H- B 2BERS
HERBEARRES (BREBL
FHRTESR) AKEZHME
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RAZ AR FR R AR A S
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REBRRABSE 2T AB %ﬁi
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11. FIVE HIGHEST PAID INDIVIDUALS, M. EVBESHFMAL S8
SENIOR MANAGEMENT’S EMOLUMENTS EBEAEMEREEER
AND EMPLOYEES’ BENEFITS (Continued) ()

(b) Share option scheme (Continued)

(b) BERESE &

The offer of a grant of share options may be accepted in
writing within 21 days from the date of the offer, upon
payment of nominal consideration of HK$1 in total by the
grantee. The exercise period of the share options granted
shall be determined by the directors at their absolute
discretion, but in any event shall not be more than 10 years
from the date of the offer of the share options. The
directors of the Company may at their absolute discretion
impose any vesting period at the date of grant.

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 (i) 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 2018,
no share options have been granted, exercised, cancelled
or lapsed under the Scheme.

ARARRZZE HEF21H
AN RIXNEH1IBTZREBRA
RER UEEZARLBR
BzEFE FIROBREZDT
FEHHEFERERBRE  #
BEwMATSERNERERZR
HHIEF10F - ARREZET
RELBEME2EREREEM
R -

BREZTFEERNBRESE
FoERABERUNT=FR 2
BeE()ARFRMHRERAB
HEBSHBRRR 2 WS
B AR BROREERD
ER:CN R Y = e ey Tl =
WERATMZFHRTE - i)
AARBROHREBEHBHZEE-

BREYLTETHAEAEDIK
BEINBERAGRE 2R -

ARHBEERARE-T— N
FZR=+—BILHE e
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11. FIVE HIGHEST PAID INDIVIDUALS,
SENIOR MANAGEMENT’S EMOLUMENTS
AND EMPLOYEES’ BENEFITS (continued)

(c) Retirement benefits schemes

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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12. INCOME TAX

The amount of income tax (credit)/expense in the consolidated
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Notes to the Consolidated Financial Statements (Continued)
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Forthe year ended 31 March 2018 #HZE—T—\F=A=+—HIFE

12. Fr 8%

ARG hEMEEKERT 2R
(

statements of profit or loss and other comprehensive income B (ER), /Y HRIEE :
represents:
2017
U T+ F
HK$’000 HK$’000
FTHET FHET
Current tax BN ER % 18
— Hong Kong — &% 56
— PRC Enterprise Income Tax — B EMEH 554
— Other jurisdictions — EMelEER 40
650
Overprovision in prior years BEFEHBERE
— Hong Kong — &8 (19)
— Other jurisdictions —HEM el EER (15)
(34)
616
Deferred tax (Note 30) iR FE B 78 (M 5E30)
— current year —ArFE -
— over provision in prior years —BAFEBEEE -
Income tax (credit)/expense S8 (o), i 616

Hong Kong Profits Tax has been provided at the rate of 16.5%
(2017: 16.5%) of the estimated assessable profits for both years.

Under the Law of the PRC on Enterprise Income Tax (the “EIT
Law”) and Implementation Regulation of the EIT Law, the tax rate
of the PRC subsidiaries is 25% (2017: 25%).

RZMEFE  BEFESHIEGET
F :16.5%) EH B -

BEFECEMBRHEATCEMS
FoAD R¥EBHEABRGEY -+
BEMBARZME RS (ZT—+
1 25%) o
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12. INCOME TAX (Continued)
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Forthe yearended 31 March2018 #HEZE-ZT—N\F=ZA=+—HItFE

12.

Taxation arising in other jurisdictions is calculated at the rates

prevailing in the relevant jurisdictions.

The income tax (credit)/expense for the year can be reconciled to
the profit before income tax expense in the consolidated
statements of profit or loss and other comprehensive income as

follows:

EH @

REMBREAERELECRBRE
B ARRIITHEAE -

AEEMRERESR) X HEFEE
mREMEERERMIZEMAE
P AR A B BRI T ¢

2017
—E—tF
HK$’000
FAT
Profit before income tax expense bR BT 15 B 2 W A v 7 18,927
Tax calculated at domestic income tax ZEA R B AR EBRZ
rates applicable to profit or loss in R ERMEAE 2B
the jurisdictions concerned 4,717)
Tax effect of expenses not deductible 7~ a] 155 = B 2 2 T 75 57 & 4,199
Tax effect of income not taxable TR WA 2 BT 5 & (178)
Tax effect of temporary differences not KRR LR =5 7 MG g £
recognised (458)
Tax effect of tax losses not recognised FRIERTRIAEIE 2 MIET & 1,804
Over provision in prior years BAFEBRERE (34)
Income tax (credit)/expense TSR (Ke), S 616
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13. EARNINGS PER SHARE 13. EREF
The calculation of the basic and diluted earnings per share AKARIEEAELRSRERNRE S
attributable to owners of the Company is based on the following BR TR T 5 EEETE -
data:
2017
—E—tF
HK$’000
FAT
Earnings 2T
Earnings for the purpose of basic ARFTESRERZRN 2 AT
earnings per share (Profit for the year (KR GIHEHE AEGHAREE
attributable to owners of the st )
Company) 20,796
Effect of potential ordinary shares: BELERZE
Interest on convertible bonds AR ESF S (HFE31)
(note 31) 5,652
Earnings for the purpose of diluted ARETEGREERT 2 AT
earnings per share 26,348
2017
—E—tF
000
T i
Number of shares B8 B
Weighted average number of ordinary FREFETFREAREF] 7 L @K
shares for the purpose of basic hn#E 35 &
earnings per share 2,390,000
Effect of potential ordinary shares: BEERRIZE
Convertible bonds AT ES 900,000
Weighted average number of ordinary FARTEFREB EEF] 2 L EK
shares for the purpose of diluted I &
earnings per share 3,290,000
14. DIVIDENDS 14. IR B
No dividend was paid or declared by the board of directors HE_Z—\F=A=+—HIHF
during the year ended 31 March 2018, nor has any dividend B EEH2YWARIKNMNXE IR T MK
been proposed since the end of reporting period (2017: nil). B B R 4E EA R BA R R 2 iR

ERIRE(ZE—LF: &) -
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15. INVESTMENT PROPERTIES 15. BE WY
HK$’000
FE&ETT
COST A
At 1 April 2016, 31 March 2017, RZEBE—RFHNA—H ZZT—+F
1 April 2017 and 31 March 2018 ZA=Z=+—H - ZZE—+tFWMA—A8K
—E-NE=ZA=+—H 8,057
ACCUMULATED DEPRECIATION Z:iifERRE
AND IMPAIRMENT
At 1 April 2016 R-E—R"FNOA—H 6,501
Charge for the year KEEY X 59
At 31 March 2017 and 1 April 2017 R-E—+tHF=F=+—8BK
—E—tFMA—H 6,560
Charge for the year REEIXZ 60
At 31 March 2018 R-_E—N\F=ZA=+—H 6,620
NET CARRYING AMOUNT BREEE
At 31 March 2018 R-ZZE—N\F=A=+—H 1,437
At 31 March 2017 R—E—+tF=ZA=+—H 1,497

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
2018 amounting to RMB3,200,000 (2017: RMB3,200,000) 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.

LR EMELEBE G RGE
B% REELHMZHBRABERE
E-

AEBZIREMEMNRP R H1 i
FHAEE NN FEE_ZFTNM—
FBHIE-

R-ZZE—NEFE=ZA=Z=+—H" 'K
EEZEREVELRFEAARE
3,200,000t( =& —+EF: AR
3,200,0007T) * & 88 iR AR £ E I
ERHECBEUAERGEMESH
R EERAARZBETZHE
EEEFH - HENELX2EHEBTS T
AISHMBEUMEANTELRR 5 ER
MMEREAREELBRAER -
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15. INVESTMENT PROPERTIES (Continued)

The fair value of the Group’s investment properties as at 31
March 2018 is a level 3 recurring fair value measurement and
based on the properties highest and best use, which does not
differ from their actual use. The following table presents the fair
value hierarchy into which the fair value measurement of these
properties are categorised (Level 3), based on the degree to
which the inputs to the fair value is unobservable. The valuation
takes account of the condition and location of the buildings in the
valuation of the property.

15. RE WX »)

RZZE-N\F=RA=+—H K~&H
CHENEZAFERF=ZMER
MAFEFAELERNDERSI T2
ZOEM(EEEERERAEER) - TX
EINRBAFEFEBBAREZD
AEERERZEMEZ R FER
EDBZAFEER(FE=H) - &H
MEETHER ZGEESFTRET
BRI ML E -

2017
—E—tF
RMB’000
ARBT T
Fair value hierarchy NEEER
Level 3 E=H 3,200

There was no transfer among the categories in the hierarchy and
no changes to the valuation techniques during the years ended
31 March 2018 and 2017.

BHE_ZTZ—\F#rR-_FE—+tF=H
—t+t—HLEFE ZEHRASERZ
MW AREITER  (HERMTIFREE
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16. PROPERTY, PLANT AND EQUIPMENT

Extrawell Pharmaceutical Holdings Limited f{EZEIERAR AT

—N\F=ZA=1T—HULHFE

16. % BERRE

Furniture,
Plant and fixtures and Motor
Buildings machinery equipment vehicles Total
BER &#H- -BE
BF K RERRE AE et
HK$'000 HK$'000 HK$'000 HK$'000 HK$000
FAET TAT THET FTAT TAT
COST B A
At 1 April 2016 RNZZE—XRFMNA—H 139,144 37,031 6,893 4,518 187,586
Additions NE — 773 74 161 1,008
Disposals k- - — (4) — (4)
Exchange realignment (EEEE (8,978) (2,496) (164) (271)  (11,909)
At 31 March 2017 and RZE—+tF=A=+—H
1 April 2017 k—Z—+tFWMA—H 130,166 35,308 6,799 4,408 176,681
Additions NE 24 76 24 — 124
Exchange realignment [ 3, 3 2 13,972 3,972 265 433 18,642
At 31 March 2018 RZE-NF=ZA=+—H 144,162 39,356 7,088 4,841 195,447
ACCUMULATED RN FERRE
DEPRECIATION AND
IMPAIRMENT
At 1 April 2016 R-Z—RENH—H 11,179 5,100 5,399 3997 25675
Charge for the year KNEEY| X 2,748 3,093 393 193 6,427
Disposals HE - - 4) - 4
Exchange realignment fE AR (489) 412 (115) (240) (1,256)
At 31 March 2017 and RZZE—+tF=A=+—H
1 April 2017 k—ZE—tFMA—H 13,438 7,781 5,673 3,950 30,842
Charge for the year KNEEY|L 2,811 2,932 388 196 6,327
Exchange realignment i 5 & 1,137 1,059 221 392 2,809
At 31 March 2018 RZZE-NF=ZR=+—H 17,386 11,772 6,282 4,538 39,978
NET CARRYING AMOUNT fRE EE
At 31 March 2018 RZE—-NF=ZA=+—H 126,776 27,584 806 303 155,469
At 31 March 2017 R-ZE—+tF=A=+—H 116,728 27,527 1,126 458 145,839

Depreciation expenses of HK$1,180,000 (2017: HK$1,167,000)
and HK$5,147,000 (2017: HK$5,260,000) have been charged in
administrative expenses and cost of sales respectively.

The Group reported segmental losses of HK$3,695,000 (2017:
HK$12,044,000) for the Manufacturing segment and
HK$6,009,000 (2017: profit of HK$2,709,000) for the Trading
segment during the year.

As set out in note 5, management has made reference to the
independent valuation of the buildings for the estimation of the
recoverable amount. In addition, management conducted an
impairment assessment on the segment as a whole and the
recoverable amount of the segment, which is determined on the
basis of value in use calculation, is higher than the carrying value
of the segment’s non-current assets. The directors are of the
opinion that no impairment provision is required.
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17. PREPAID LEASE PAYMENTS
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17. BN HEENS K

HK$’000
FAT
COST 2%
At 1 April 2016 RZE—RFMNA—H 14,407
Exchange realignment B i, o2& (703)
At 31 March 2017 and RZE—+tF=A=+—HEK
1 April 2017 —E—tFWA—H 13,704
Exchange realignment b X 3% 1,094
At 31 March 2018 R—E—-N\F=A=+—H 14,798
ACCUMULATED AMORTISATION 2 :t# K&
AND IMPAIRMENT
At 1 April 2016 RZE—R"FEOH—H 4,252
Charge for the year AEEH X 228
Exchange realignment IE 5 % (75)
At 31 March 2017 and R-_E—+tHF=A=+—8BRK
1 April 2017 —Z—+F¥mMWA—H 4,405
Charge for the year KEEHZ 233
Exchange realignment P H AR 143
At 31 March 2018 RZZE-NF=R=+—H 4,781
NET CARRYING AMOUNT REFEE
At 31 March 2018 R—ZE—-—N\F=A=+—H 10,017
At 31 March 2017 R—E—+tF=HA=+—H 9,299

Al land in the PRC is state-owned and no individual land
ownership rights exist. The Group acquires the right to use
certain land and the considerations paid for such right are
recorded as prepaid lease payments, which are amortised over
the lease terms of 40 to 50 years using the straight-line method.

Impairment assessment was conducted by management as
mentioned in notes 5 and 16. Management concluded that no
impairment is required after the assessment.

TEAAELTHER/EE RTFEE
AL AE#E  AREKBEET L
ERAERXNEBAENZREAR
5| AR EE K RE B40E50
FRABEREHHE -

it FESH16FTHL  AE R EEITH
B - BEEFGEBRRATAEEL
S E o
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18. INTANGIBLE ASSETS

18. BV EE

Gene
Technological invention
know-how rights Goodwill Total

BRMEXRAHE EERZHE mE #at

HK$'000 HK$'000 HK$'000 HK$'000
TAET THET TAET TAR

COST 24
At 1 April 2016 R-ZE—XRFWMNWA—H 11,444 95,000 1,807 108,251
Disposal k= (11,444) — —  (11,444)
At 31 March 2017 and R-E—+F=ZA=+—"HBK

31 March 2018 —E-N\E=A=+—8 — 95,000 1,807 96,807
ACCUMULATED REt#EERBE

AMORTISATION AND

IMPAIRMENT
At 1 April 2016 R-ZZE—XFMA—H 11,444 95,000 — 106,444
Disposal & (11,444) — — (11,444
At 31 March 2017 and RZE—+F=A=+—"HBK

31 March 2018 —E-N\E=H=+—8 — 95,000 — 95,000
NET CARRYING AMOUNT B EE
At 31 March 2018 RZE—NF=ZA=+—H - - 1,807 1,807
At 31 March 2017 RZE—+F=A=+—H — — 1,807 1,807

19. INVESTMENTS IN CONVERTIBLE
BONDS

On 28 July 2014, the Group completed the disposal of 51%
equity interest in Smart Ascent Limited and received
consideration with fair value of HK$435,193,000 comprising (i)
cash payment of HK$65,000,000; and (i) convertible bonds
issued by Innovative Pharmaceutical Biotech Limited (“Innovative
Pharm”) on 28 July 2014 with principal amount of
HK$715,000,000 (the “Innovative Pharm Bonds”) and fair value
of HK$370,193,000.

10. TR KRESFRE

R-ZZE—NME+A-_+N\H K&
Bk EEEBRRRZ51%M
I Uk B~ F {E A435,193,000
BLZRE BEFREFEOR MK
65,000,000 7T« Ky = F — M F
tAZ+ \BHREMBEREME
HERAG([EMEE]) BT 2R
& %8 4715,000,0007% JT 2 A # iR &
HF(IEMmEBEES]) MAFER
370,193,000 7T °
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19. 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 2018 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:

10. TR EFKE @)

BB EBFINEFENKRIL%ETF
XfZHE - 2 HBEBEME EE
SBETBEHPRFETERF B (DB
Bl AEBEHERENHEITHHE
Bz {E fa] B (R 15 <8 i B8 BE B 55 1R 1)
THREFTR2EBETER S EME
Bipein 2 HER

EMBEESRERNBEREZ
HRBOARTETIEROIN -F
—NF=ZA=+—HZRAFEDE
REIAERGEEMET ZEEM
BE HAMBEESREAKIS
ETHEMEBRZTERBRET
m

Debt Derivative
component component Total
BREHD TEITABSD BEr
HK$’000 HK$’'000 HK$’000
FAT FAT FAT
At 1 April 2016 RZE—R"FEOA—H 308,485 54,475 362,960
Effective interest income (note 7)  EBXF B g A (M 3E7) 71,786 — 71,786
Interest income received 2 U A B A (25,025) — (25,025)
Change in fair value (note 8) N EZB) (M FE8) — (33,397) (33,397)
At 31 March 2017 R-ZE—+F=/=+—H 355,246 21,078 376,324
Effective interest income (note 7)  EEEF| .2 Uk A (ffsX7) 83,266 — 83,266
Interest income received 2 U F B A (25,025) — (25,025)
Change in fair value (note 8) NFEZH (M E8) — (16,782) (16,782)
At 31 March 2018 RZE-—NF=HA=+—H 413,487 4,296 417,783

During the year ended 31 March 2018, the Company received
interest of HK$25,025,000 (2017: HK$25,025,000) from the
Innovative Pharm Bonds.

Bz N\H=ZHA=+—H81t
FE AR R UESE M B EE 5T
825,025,000 (= & — & &
25,025,000 7T) °
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19. INVESTMENTS IN CONVERTIBLE BONDS

(Continued)

The fair value of debt component of the Innovative Pharm Bonds
on initial recognition was 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:

—N\F=ZA=1T—HULHFE

19. T REFKE @)

EMBHESFEFL >N UBER
H%Z'U?@JHE;*EMTTL%E%I
mﬁﬁm%ﬂ??ml & 1% 12 8 §H
ARG o BIRHF K £24.67% © $T4&
TEE» (A,Eﬁn < BB H IR ARRK
W) ZAFEURN-_EAEATE - %
BARSBHmAE ABENT :

2017

—T—

Stock price (HK$) D E®R BT 0.60
Conversion price (HK$) EIRE (BT 2.50
Discount rate Bh IR & 21.85%
Risk free rate (Note a) £ B A = (M sEa) 1.225%
Expected volatility (Note b) 8 85 18 (B sk b) 55.788%
Expected dividend vield (Note ¢) FEHEARS B R (B sEc) 0%
Option life (Years) HiREEAMR (SR ER) 4.3

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

Notes:

(@) 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, the date on which its shares were resumed trading after
suspension, up to the end of the reporting date.

(c) Estimated with reference to the historical dividend payout of Innovative
Pharm.

SR TR E BB MR (E
BEEHAB DS 2 ATFEED -

G

@ EANEDSEFBBRFESKEFNE
BERHNESREFE -

) HEREMBER-_FTTNFLA+NH
(EEHOREREERZBSM) EERS
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20. AVAILABLE-FOR-SALE INVESTMENTS

20. IHHERE

2017
—E—+F
HK$’000
FH& T
Unlisted investment fund, at fair value 3t EE S A FE
(note a) (Mfzxa) —
Unlisted shares, at cost (note b) JE LT AR (M sEb) —
Unlisted financial instrument, at fair FrmemIE  IZAFE
value (note ¢) (ft3Ec) 1,685
At 31 March R=A=+—H 1,685
Analysed as: DA
Non-current assets EREEE -
Current assets MENVEE 1,685
1,685

Available-for-sale financial assets were denominated in HK$ and
Renminbi (‘RMB”).

The maximum exposure to credit risk at the reporting period end
is the carrying value of the investments classified as available-for-
sale as set out below.

Notes:

(@

On 2 June and 11 May 2017, Extrawell Enterprises Limited (the “Subscriber”),
an indirect wholly-owned subsidiary of the Company, entered into
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 (the “Investments”) . The total cost of
the Investments of HK$80,000,000 was funded by the internal resources of
the Group.

During the year, the Group had recognised the fair value changes in other
comprehensive income in accordance with the Group’s accounting policy.
However, since there was a significant decline in the fair value of the
Investments noted at the reporting date, an impairment loss of
HK$20,953,000 was recognised in the profit or loss for the year in
accordance with the Group’s policy.

AHLESRMEEUNBTRARE

TAR®DAE-
RBEHRAEE 2&AEERR

DoBRAEHEZREZE®E
B EFImMT -

B 5 -

(@)

R-—_T—+tHEA-BREAR+—HB:
BECEBRARA(REL]D (KAA
2 M2 &K B A A) EEKKC Capital SPC
(—ERHASHEFMAIZRHEE
HERAN(ZESDITLRERZ
Bt RBAIFERERSBEHS AR
BazES ZRBEREHE 2300008
k50,000 2 8EKRMH BRED A
30,000,0007% 7t & 50,000,0007% 7t ([ 3% &
"E]) o ZEI A KA A $£80,000,00075
TC BASB AR EREM -

FR AEECRBEAEENSBER
REMEEKREAERRFEEE - A
M ARRBREANRZSREZATE
AETH BIBEAEERE  FARE
70 T 52 R {8 /5 8.20,953,000 7% 7T ©
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20. AVAILABLE-FOR-SALE INVESTMENTS

(Continued)

Notes: (Continued)

)

On 13 January 2012, Jilin Extrawell Changbaishan Pharmaceutical Co., Ltd.
(“JECP”), a wholly-owned subsidiary of the Company subscribed for
RMB2,500,000 of the registered capital of Z2fk( &) & ARG AR A 7
(“Shanghai Longmark”) by way of capital injection. Shanghai Longmark is a
company incorporated in the PRC 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 B EEAR(38)EREEREER A
Al (“828EMK”) in December 2012. Both Shanghai United Gene and R &EfK
are indirect wholly-owned subsidiaries of Innovative Pharm. Shanghai
Longmark was accounted for as an associate of the Group upon the
completion of subscription.

On 25 April 2013, JECP entered into a capital injection and subscription
agreement with &R 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 Group’s equity interest of Shanghai Longmark was diluted
from 20% to 12.51%, and the respective shareholding of E&Efk 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 is based on estimated return of 3.2%
(2017: 2.8%), 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 2018, 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.

—N\F=ZA=t—HLFE

20. I HERE @

B4t

(&)

RZE——F—A+=H KQRzE
BNBAREMBEERAILEZEEXERA
AEMBERDLWIEFARBARE
2,500,0007T 2 #E Ak ( 8 ) 2 B2 & 12 AR 7%
BRAR(TESERDOEMEAR - £
R A — RN P B MR I FiR
HEFRERREONAR - REFER =
T-—FHWAEK " M LEERZCHE
A& A A R #12,500,0007T 2 5l B
EMBEEF20%EHEER(LE) R
REEBRBERAA( LEHAEER]
HH80%  LEMAERHEBEN =T —
,¢+ ﬁ@“ﬁﬁi@ﬁ%mw%%
ﬂ@%%%ﬁ E%Agl&?%m
2 BEANMEZEWNBRAR R
%%%En&& EBEREATER
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R-BE—=FNmA_-_+HHE aHEE
HRERRANARRERESHH
FERRBEHRE B HARAERAE
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20. AVAILABLE-FOR-SALE INVESTMENTS

(Continued)

Notes: (Continued)

(c) (Continued)
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
little as possible on entity specific estimates.

21. INTEREST IN AN ASSOCIATE

2. IHEERE®

s - ()
(© (&)

ZERBEVFEERMSET MAAQ
FEDERGERMERE -RiFE B
RMBEER ZREHERMNEEER
EHEE YEUERIKBERNE
REfhER

2. R—BABEQNTR 2 E=®

2017
—E—tF
HK$’000
FET

Cost of investment in an associate, BB E R ZRERAK
unlisted JEET™ 337,000

Share of post-acquisition losses and ~ fE{FUWIEEEE N EM 2 M

other comprehensive expense & (6,031)
330,969

The Group’s associate, Smart Ascent Limited (“Smart Ascent”) is
a private company with no quoted market price available for its
shares. The major asset held by Smart Ascent and its
subsidiaries (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 2018, the Group has engaged an independent qualified
valuer, Roma Appraisals Limited to conduct a valuation of the fair
value of the interest in the associate for impairment assessment.

REBZHMERTEERR AR (TEE]
A—HELERR EROIETNIHRE -
EEREWMBAR(TEERBEDAFZE
EEERBRETPIMERAB ([E1T
RZMBEDNELEE  EHR P RORK
SXER(EmD R-_FE-/N\F=ZA=
T—B AEEEZE-—RBIUSERMA
EMESBERIFGEERAAMNEER
RlZEm 2 A FEETHEHE UFEHES
WAE ©
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21. INTEREST IN AN ASSOCIATE (continued) 1. R —EBEQIARZES

The asset-based approach was adopted in the valuation of the
fair value of the Group’s interest in the associate. In doing so,
various assumptions about the cash flow projections of the In-
process R&D and the Product were adopted. These assumptions
include the successful completion of the clinical trials, obtaining
of 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, now known as State Drug
Administration of the PRC), and launching of the Product by
middle of 2020 (2017: end of 2019). The recoverable amount of
the interest in the associate is determined based on the Group’s
share of the estimated fair value of the In-process R&D after
taking into account the lack of control discount.

Particulars of the Smart Ascent Group at the end of the reporting
period are as follows:

(#8)

MAEERBERARZERZZAF
BETHERRNEESL - EILBEE
FoERETRCMERERZRS
REEAMAEZ SERK ZERR
BRERZZE_ZFFHRAIADTK
BRIRaE - S EBRTES 2P
BELERTHEARERERERA
BEBRREFEETER) ME
ML SEEEREMEETTF)
rMEHER(ZE—+HF: 2T — N
FER) - RELERFZEZ 2R
Bl SRR R EIEH R ITE
BRBEANEERGEETPZHFEZ
B ATFEEE -

ELEERBERRIFRBOT

Place of Effective interest

incorporation/ Class of held by the Group/ Measurement
Name of associate operations shares held Smart Ascent Principal activities method

rEE/

TR, ELFR
BENAER EENBN e Y] BRER TEER FEAR
Smart Ascent Hong Kong Ordinary 49% Investment holding Equity
HE B0 g REZR B
Subsidiaries of Smart Ascent
EEZHEDH
Fosse Bio-Engineering Hong Kong/ Ordinary 51% Development and Equity

Development Limited China commercialisation of
oral insulin products
BIEEMIRAERAR B/ HmHE g Rkt hES KRiE
ZEm
Welly Surplus Development Hong Kong Ordinary 51% Inactive Equity
Limited
HABERERAR N Eg LEEH B
Nation Joy Industries Limited ~ British Virgin Ordinary 100% Inactive Equity
Islands (“BVI")

EREEERLNA EERZES i LEXH g

((RBELES))
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For the year ended 31 March 2018
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21. INTEREST IN AN ASSOCIATE (continued) 1. R —EBEQAR 2R

(#8)
The summarised financial information of the associate, adjusted BERNF 2 BERBE (B REM
for any differences in accounting policies and a reconciliation to SHBRREEHFELARE) RRNGAH
the carrying amount in the consolidated financial statements, are BHERNEREEZHERNOT :
as follows:
2018 2017
=L VIS T+ F
HK$’000 HK$’000
FET FHET
Non-current assets ERBEE 296,369 294,638
Current assets mEEE 2,136 2,728
Current liabilities mE B G (65,796) (65,794)
Non-current liabilities EREBEE (13,587) (10,801)
Non-controlling interests FE1E A e == (113,708) (115,358)
Non-current assets include FRBEERIEATIER
the following:

Intangible assets — In process R&D EREE — E1TH 2

284,260

2018 2017
—z-n5 QLIS
HK$°000 HK$’000
FHR THR

Revenue &

Profit/(loss) and total comprehensive % I, (5 18) R 2 E U 25 458
income

(5,912)
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Notes to the Consolidated Financial Statements (Continved)
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21. INTEREST IN AN ASSOCIATE (continued) 1. R —EBEQIARZES

(&)

2018 2017
—— N5 [EEEEE
HK$’000 HK$’000
FER FHT

Net assets of the Smart Ascent Group # 4B A JE(REF =B EE
attributable to owners of Smart HE
Ascent 105,414 105,413

Proportion of the Group’s ownership AN E B A A 7 P RERE S HE A

interest in Smart Ascent 49%
Carrying amount of the Group’s interest 7 £2 [ 7 3 4 (1 /&5 — RS B &
in Smart Ascent as an associate NA)ZEZEZREE 51,653 51,652
Adjustment for remeasurement to fair i 4 £ B & E A FER VB ER
value of the assets of the Smart B2EHNEAR
Ascent Group on initial recognition 279,317 279,317
330,970 330,969

22. AMOUNT DUE FROM AN ASSOCIATE 22 B —E B E RRIRIE

2018 2017

= Tt

HK$’000 HK$’000

FER FAT

Amount due from an associate JE W — R B & A BRI

Smart Ascent (Note) A (FEEE) 17,235
Note: As at 31 March 2018, amount due from an associate is unsecured and izt RZE—N\F=A=+—H B —
interest-free. Principal amount of HK$41,941,000 (2017: HK$41,941,000) is HEERARBEAREERALE S -
expected to be repaid after 6 years from 28 July 2014. Accordingly, the N & R841,941,000%8 T(=ZF — £ F:
balance is classified as non-current. Such non-current interest-free amount 41,941,000 L) HH R T — N F
due from an associate is recognised at its fair value of HK$8,455,000 upon AT N NBRERANFEREE AL
the disposal of Smart Ascent at an effective interest rate of 26.99% per BERESREYBAERS - BRI —
annum. During the reporting period, imputed interest income of BEMEANRIZIERDRBERERL
HK$5,270,000 (2017: HK$4,036,000) is credited to profit or loss. R E QN F(E8,455,0008 THER &

BEF K 526.99% RIEHR  HE
F 8 4 A5,270,0008 T (=T —+ F:
4,036,000 7T) B st A2 o
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23. INVENTORIES 23. 7 &
2017
—E—+F
HK$’000
FABTT
Raw materials E A # 1,210
Work in progress ERE 797
Finished goods BIAE Th 5,600
7,607
24. TRADE AND BILLS RECEIVABLES 24 ESEWRRREREE
2017
—E—+F
HK$’000
FAT
Bills receivables e = 1% 752
Trade receivables 2 5 R R 71,618
Less: Provision for impairment loss on & : & 5 fE UK BE 2R (E 5 1B
trade receivables B (34,953)
37,417
The Group’s trading terms with its customers are mainly based AEBRARPZESBRAETER
on credit, except for new customers, where payment in advance BRI HEHMEP —REEREMRK-
is normally required. The credit period is generally ranging from —RBEAT  BRFEAESAH120R
120 to 180 days, extending up to one year for some major Z180R 2 EEHM mMETEERPR

customers. AEHERZ —F -
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24. TRADE AND BILLS RECEIVABLES (continued)

The ageing analysis of trade and bills receivables (net of provision
of impairment loss on trade receivables), based on invoice dates

4. E5BRUERRKRERRE

-

BORUBERAEEBREEINGRES
EUWERFBREBEER ZEXNEREA

are as follows: BiZERER DT ¢
2017
—E—+tF
HK$’000
FHE T
Within 90 days 90HIN 14,352
91 to 180 days 91%2180H 15,490
181 to 365 days 1812 365H 7,575
37,417

The ageing analysis of trade and bills receivables which are past
due but not impaired are as follows:

EBHERREZEZERERRK
BRERZREDTMT

2017
—EF—LF
HK$’000
THT

REH I AR E

Neither past due nor impaired

B8 HE KR E
—180H A

Past due but not impaired
— Within 180 days

29,842

7,575

37,417

Trade receivables are assessed for impairment on individual basis
as well as 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.

Trade receivables that are neither past due nor impaired are
creditworthy debtors with good payment records with the Group.

B 5 MW IR IR B Rl R B R8 E A
TTRESL - BIEIBEES 2 BER

BEAIESEAEE 2 BEKRAL
BOAAGNEEERZBATHEE
Bi120E180H <z R S hn » LA K B2
FEW SR IR 8 ER B B« 2 BN skt 5 A
EAR SRR ER R o

ABBPTRRREZE S REERR
ERASNEBA RAKEE R
R AC 8% -
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24. TRADE AND BILLS RECEIVABLES (continued)

Included in the Group’s trade receivable balance are debtors with
aggregate carrying amount of HK$5,533,000 (2017:
HK$7,575,000) which are past due as at the reporting date for
which the Group has not provided for impairment loss.

The movements in provision for impairment on trade receivables
are as follows:

2. B5BRUERRKRERREE

(&)

AEEZESREREREHTEREEE
& $£ 55,533,000 T (ZF —+F -
7,575,000 7T) B9 FE U BR SR 3R & H
HAE 7 B - i AN 5 B & R UL 1R R
BEEERE -

BHRWETORERBEZSHNT :

2017

—E—tF

HK$’000

FAT

At 1 April RMWMA—H 32,808
Provision for impairment on trade B 5 MR O E BB F R

receivables, net 4,456

Exchange realignment PE H 75 2 (2,311)

At 31 March R=A=+—H 34,953

25. DEPOSITS, PREPAYMENTS AND OTHER

25. 2% ANREAREME

RECEIVABLES W IE
2017
—E—+tF
HK$’000
TH&T
Deposits b 706
Other receivables E b fE IR 5B 1,579
Prepayments TEA FRIE 560
Trade deposits B5%E® 2,127

4,972
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26.

27.

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 0.58% to 2.0% (2017:
0.94% to 1.34%) per annum.

CASH AND BANK BALANCES

Bank balances carry variable interest rates of 0.001% to 3.75%
(2017: 0.001% to 3.6%) 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:

26.

27.

g\ AR ITFRK

BHEBRITHERIERE FIRTUE
ABASEEREBHROTEEHE
MERZTER BWOBEERDEE -
EEBRTERREZDNENT S
F058%%E2.0%(ZF—+F :094%
E1.34%):T B -

BERBRITEER

MITHEBRIZZHFEEF0001%E
3.75% (ZF—+tF : 0.001% £3.6%)
AR ARB R AIINE BB
ZHNEE BB A K B TE - B IE R
[EEIRHT -

RekReFEBRBZEEETDR
AT EREE:

2017

—E—+tF

HK$’000

FE T

Euros (“Euro”) BT ([BoT)) 2,002
Hong Kong dollars (‘HK$”) B (ET)) 47,573
RVB AR 5,356
United States dollars (“US$”) Ex(ZEmxT)) 162,872

217,803
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28. TRADE AND BILLS PAYABLES 28. ESBETRARRESGEE
2018 2017
= PN —T—tF
HK$’000 HK$’000
FHExT FH& T
Bills payable P R i& 4,385
Trade payables B ZEERR 10,474
14,859
Trade payables are non-interest bearing and the normal trade BESENERAETTE  MAEEE
credit terms granted to the Group range from two to three EHN—RESEEHENTEHEAH
months from the date of invoice. HETME=MA -
The ageing analysis of trade and bills payables, based on invoice BREZZAH 2 EFRENERRE
dates are as follows: NEBEZEREDTOT ¢
2018 2017
=S T — A
HK$'000 HK$'000
FHExT TF& T
Within 90 days 90H A 4,714 8,968
91 to 180 days 91%2180H 1,186 4,473
181 to 365 days 1812365 H 96 756
1 to 2 years 15:26F 371 168
Over 2 years 2F LAk 549 494

6,916 14,859
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29. AMOUNT DUE TO AN ASSOCIATE 29. Bt — B & R RNRIE
2017
—E—tF
HK$’000
FHE T
Amount due to an associate FEA — BB & A B 5RIE
Smart Ascent i E 19,780
The amount is unsecured, interest-free and repayable on ZP A AEER @B NAKRBNRE
demand. 8o

30.

DEFERRED TAX ASSETS/(LIABILITIES) 30. EZEMELE (AR)
Details of the deferred tax assets/(liabilities) recognised and AEENBAEEERRZELERE
movements during the current and prior years are as follows: BE/(aE)MEBFBOT

Decelerated/
(accelerated)
tax depreciation

B, (hNE)

HIEFE

HK$'000

FAT

At 1 April 2016 RZZE—RNFHA—H (102)

Charged to profit or loss for the year (note 12) MARFEERH X (HiE12) —
At 31 March 2017 and R-ZEBE—+F=ZA=Z+—HK

1 April 2017 —E—+FMNA—H (102)

Credited to profit or loss for the year (note 12) R AFEEBzmE R (M 5E12) 171

At 31 March 2018

R-_E—N\F=A=+—H 69
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DEFERRED TAX ASSETS/(LIABILITIES)

(Continued)

The following is the analysis of deferred tax balances for financial
reporting purposes:

30.

EEBREEE (AE)

(&)

AT RRAERBRE BN BTN
TR ER AT -

2017

—ET—tF

HK$’000

FHBT

Deferred tax assets B IEE E -
Deferred tax liabilities BEHEAR (102)
(102)

As at 31 March 2018, the Group had unused tax losses arising in
Hong Kong and the PRC of approximately HK$21,485,000 (2017:
HK$6,223,000) and HK$24,065,000 (2017: HK$13,202,000)
respectively available to offset against future taxable profits. No
deferred tax asset has been recognised due to the
unpredictability of future profit streams, except for that of one
subsidiary in Hong Kong of which management considered its
deferred tax assets would be crystalised in the foreseeable
future. Tax losses arising in Hong Kong may be carried forward
indefinitely. Tax losses arising in the PRC will expire in 5 years
from the year of origination since 2015.

CONVERTIBLE BONDS

On 16 July 2013, the Company issued zero-coupon convertible
bonds (the “Convertible Bonds”) with principal amount in
aggregate of HK$641,300,000 at the conversion price of
HK$0.6413 for each new share of the Company, which, if fully
converted, is equivalent to 1,000,000,000 new shares of the
Company to Mr. Ong Cheng Heang (“Mr. Ong”) and Mr. Mao
Yumin (“Mr. Mao”), each of principal amount of HK$320,650,000.
Mr. Ong was the non-controlling shareholder and director of
Smart Ascent prior to the completion of acquisition of the
remaining 49% interest in Smart Ascent by the Group and Mr.
Mao was a director of the Company until 5 December 2013, and
is a shareholder of the Company in the current year and the prior
years.

31.

R-E—NEFE=ZA=+—"H K&£E
REE N B E A I a] 4K 85K K
ERBE RN ABEREEED 5
£ #921,485,0008 T (—ZF — £ F ¢
6,223,000 JT) & 24,065,000 7T (=
T —+ 4 :13,202,00058 7T) ° A&
R A8 A A FEOR - B bt B B IR
BEREEEFSHN—HHEBRAAR
ARMARAEELERERIBEE
G WEBRELEHEEE -RED
EEZREEEVERBEE - 5 =
T-hFR RPBEEEZHREER
BEEEZFRFTSFANEE -

CE: Y58 ¢ -

RZE—=F+A+,"H xQa%
17 R & 48 641,300,000 T 2 T &
AMBRES (AT BRRES]  BRE
BERARQFHFKH0.64138 L - 1
B 1% 48 & #1,000,000,000 8% A
RNAEFT R - TRRES T H Rl BT
F Ong Cheng Heang 5t 4 ([Ong %t 4 )
REBRREE(ELED  SADH
JE 2% 17 7K 4 %8320,650,00078 7T ° BA
N5 B SE K UL BB i A 2 T 82 49% 1
AT OngL £ AEEA Z IEERRAE R
RESZ MELAESEERARES
BEE-_T—=F+-_ARAHAI T
RAFERBEFEARNAGBRE -
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31. 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:

31. TR EF @)

BEHFFEANEZRIBA T =
—F A+ NHAEELELEEH=®
ZBIEBRESR L MAR0.641348 T
BABRESFRBRAARR LA
B AR REEETER -

AR EFRTIAB LB AT
BEHBERD 2 RAFEE20,712,000
BT HTVEBBEUETBREE S
ZHRITHBHRLEEBEARARAZ
FERRNBRREREEZETE -
BEBRA R E1872%  » B A A H K
BEHEHEBIzcBREZAFE
569,288,000 7T Jh H A — B A X
AE o ZEN B ASENT :

Date of

issuance

16 July 2013

BITAH

—E—=F

tA+7<H

Stock price (HK$) B (& (Em) 0.59
Exercise price (HK$) TEREGETT) 0.6413
Discount rate Ah 35 & 18.72%
Risk free rate (Note a) 2 @ b A = (B 5Ea) 2.63%
Expected volatility (Note b) 8 B i (B 5k b) 66.55%
Expected dividend yield (Note c) TEHRRR B e & (Md3Ec) 0%
Option life (Years) HA 4 HABR (4 BR) 20

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

Notes:

(@) 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.

(c) Estimated with reference to the historical dividend payout of the Company.

SEAFAESHARE 2 A
BIEEHARSS 2 ATFEED -
B &

@  EANEDSEFBBRFESKEFNE
ERHNESREFE -

) EREARARZZTZEAF+_A=+@O
BEABREESFETANNROBER
RORIE S H

© B2ERRANBERBIKMMAE
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31. CONVERTIBLE BONDS (continued) 31. IR EHF )
Movements of the liability component of the Convertible Bonds TR EABEIR S 2B H Y W0
are set out below: T
Principal
amount Carrying
(Note) amount
b N
(Bff %) REE
HK$’'000 HK$’000
FAT FAT
At 1 April 2016 R-ZZFE—RFMHA—H 577,170 29,670
Interest charge B H — 5,552
At 31 March 2017 RZE—+tF=A=+—H 577,170 35,222
Interest charge =N — 6,590
At 31 March 2018 RZE-NF=HA=+—H 577,170 41,812
Note: At the date of issuance, the principal amount of the Convertible Bonds was ek : RBITEE 8RR EHF 2R B A

HK$64 1,300,000, and thereafter the following events have taken place:

On 5 August 2013, the Convertible Bonds with principal amount of
HK$64,130,000 was converted into 100,000,000 ordinary shares of the
Company at the conversion price of HK$0.6413 per ordinary share.

On 25 October 2013, 24 April 2014, 30 August 2014, 31 December
2014 and 30 April 2015, the Convertible Bonds with principal amount of
HK$320,650,000, HK$64,130,000, HK$64,130,000, HK$64,130,000
and HK$64,130,000 were acquired by Innovative Pharm from Mr. Mao
respectively.

641,300,000/8 7T * M HZ B AL T EHE :

R—ZZ—=N\AHA A&8EA
64,130,000 7T 2 Al I (& 5 8 18 A
100,000,000 & A& A 7] ¥ i@ A% - iR E A
TR L EAR0.64138 T ©

R-_E—=F+A-_+HB —FT—NO
FPMA-_+tWUBE —T—NWENA=
+H ZE-—MNME+A=+—HK
—E-—RFNA=1tH A28 5
/5320,650,00078 7T * 64,130,000 7T *
64,130,000/ 7T * 64,130,000 7T & 64,130,000
BT BRREFCHEMBEEAE L
EHEE -
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32. DEFERRED INCOME ON GOVERNMENT 32. BifF & By 2 | i W A

GRANTS
The amount represented receipt of grants by a subsidiary from ERZEE —EWHEBE AT EES
local government authority in the PRC. The movements in AT ERPT 2/ Bh o BT B 2 R
deferred income on government grants are as follows: WA BT :
2018 2017
L P T+
HK$’000 HK$’000
TET FHETT
At 1 April WIMA—H 2,767 —
Receipt of grants B U1 B 1,325 2,955
Recognised in profit or loss (note) REmER ) (172) (199)
Exchange realignment PE H 58 2 300 5
At 31 March W=A=+—8H 4,220 2,767
Analysed as: DN B -
Current liabilities MEE & 63
Non-current liabilities EmEAaRE 2,704
2,767
Note: Government grants relating to property, plant and equipment are included in M AEAYWYE - BERLE Y BT @BIE A
non-current liabilities as deferred income on government grants and are ERBEEVWIERFT@B 2 ELEWR AL
credited to the consolidated statement of profit or loss and other REBEEZEHRFEFHNIREE LT A
comprehensive income on a straight-line basis over the expected lives of the EABEEEEMEEKEEK -
related assets.
33. SHARE CAPITAL 33. A&
Number of shares Share capital
RGE A [
2018 2017

—z— & [=ERS
HK$’000 HK$’000
T T

Ordinary shares of HK$0.01
each

Authorised

FREELB LY
LB

Issued and fully paid
At the beginning and end of
the financial year

ETE ~pleiels 20,000,000 200,000
BBRITRER
REERFE A

K &ER cieiclialiel 2,390,000




34. HOLDING COMPANY STATEMENT OF

Annual Report 2018

B \FER

Notes to the Consolidated Financial Statements (Continued)
REMBHRRHEE

Forthe year ended 31 March 2018 #HZE—T—\F=A=+—HIFE

FINANCIAL POSITION
2018
—E-N\F
Notes HK$’000
B 7 FHxT
Non-current assets ERBEE
Interests in subsidiaries — unlisted RB AR 2=
— 3L 39 629,927
Amounts due from subsidiaries JE UGB B A Rl FRIE 289,834
919,761
Current assets REBEE
Deposits, prepayments and other e BANREREM
receivables JiE W 3R I8
Cash and bank balances B4 LIRTTE 6%
Current liabilities RBAE
Accruals and other payables IR B A & H AL RIE
Amounts due to subsidiaries FERTB B A R k1B
Net current assets FBEETE
Non-current liabilities kRBEE
Convertible bonds Al E S 31
NET ASSETS EEFRE
Equity R
Share capital A% 7 33
Reserves 1 35
TOTAL EQUITY EREE
On behalf of the Board REESFE
Xie Yi Wong Sau Kuen
EiE FEB
Director Director
- E

34. R D E B AR R ER

2017
—T—tF
HK$’000
THET

629,927
177,352

807,279

222
110,694

110,916

724
30,123

30,847

80,069

35,222
852,126
23,900
828,226

862,126
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35. RESERVES

The Group

Details of the movements in the Group’s reserves are as set out
in the consolidated statement of changes in equity in these
consolidated financial statements. The natures and purposes of
reserves within equity are as follow:

(@ The share premium account represents the amount
subscribed for share capital in excess of nominal value.

(b) In accordance with the relevant regulations in the PRC, all
of the Company’s subsidiaries registered in the PRC are
required to transfer part of their profit after tax to the capital
reserve. Subject to certain restrictions set out in the
relevant PRC regulations and the articles of association of
these PRC subsidiaries, the capital reserve may be used to
offset losses or for capitalisation as paid-up capital.

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

(d) Foreign currency translation reserve represents gains/
losses arising on retranslating the net assets/liabilities of
foreign operations into presentation currency.

(e) Convertible bonds equity reserve represents the amount
allocated to the equity component of convertible bonds
issued by the Company recognised in accordance with the
accounting policy adopted for convertible bonds in note 4
to the consolidated financial statements.

35. % 1E

A %HE
AEBEB EDREERNREE
AMBBREZEARBBIEN -
RAEBIHEREMET -

Petn i ERRIER B IR AN Bl
H B 2 FRIA ©

BIEFREAFBEED KAAQFE
TEr AR HE MK B A

AREIS BB ERENERS
BARHE - EAFEETBER
HEBERAEERLABRER
Ao ARG BED TR
AETRARZEREWEBE QA
ERRMA AR o

AEBZHANBHRBBREASK
BR—ANNFETEHEME
BMBARAKRAZEEBBA
REMEXR BB G2 B HBITRA
HEZEHE-

EXREBEEBIEK A
E/ABEFEEFRERET
EEmMEEZ E BE -

A] 35 (B 75 1 R R R IR IR AR
EMBHRRMFA4AH AT E K
1875 P SR 2 & 5T BRER TR

Zli’ Al EITRRRIE SRS
DETESBLZ IR °
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35. RESERVES (Continued) 35. Fﬁﬁ(%)

The Company b/ /NI |

Foreign Convertible
currency bonds
Share Contributed translation equity  Retained

premium surplus reserve reserve  earnings Total

EEALSEE
RBEHEE BARK EXRMEE ERZEE KERR 5t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT THET THET FAT FAT FAT

At 1 April 2016 RZZE—REF
mA—H 191,738 64,636 3,862 512,359 67,277 839,872
Loss for the year KEEER — - - - (11,646) (11,646)

At31 March 2017 and R =-Z—+ %

1 April 2017 —A=Z+—-B8RK
—E—+tF
mA—§H 191,738 64,636 3,862 512,359 55,631 828,226
Profit for the year I E E S — - (3,862) - 41,004 37,142

At 31 March 2018 RZZ—N\F
=B=+—8 191,738 64,636 — 512,359 96,635 865,368
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36. OPERATING LEASES — LESSEE

The Group had operating lease commitments for future minimum
lease payments under non-cancellable operating leases which fall
due as follows:

36. KEHE —AHBA

AEER T RELEHERT R
AEEHENKRAAREMEE %
o EBBBERMT

2017
—E2—+F
HK$’000
FAT

A

Not later than one year
Later than one year and not later than
five years

B —
B

FRTERAE

1,826

3,427

5,253

The Group’s operating lease commitment represents rental of its
office with initial period of three (2017: three) years. Rentals are
fixed over the lease terms and none of the leases included
contingent rentals.

37. RELATED PARTY TRANSACTIONS

(@) Save as the transactions and balances detailed elsewhere
in the consolidated financial statements, the Group had no
other transactions with related parties during the year.

(b) Compensation of key management

The remuneration of directors and other members of key
management for the year are set out in notes 10 and 11.

38. CONTINGENT LIABILITIES

As at 31 March 2018, the Group did not have any significant
contingent liabilities (2017: Nil).

AEBEZREHEAZERAZERE &
NERA=F(ZFT—tF:=%F) - H&
REOHRNEE EMERESEXAE

PN
i

37. BB AIRS

@ KEAMBBREME DM
M2 X REHN REER
FATEEGBEHE IR S -

) FEEEE 2 W
FRNESFRHEMEIFEEEREA
B2 MeHMNHE10&11 -

38. AEE

R-E-NF=ZA=+—H &&
BYEBEMNBEAXKABBE(ZFT—+L
FE)o
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39. INTEREST IN SUBSIDIARIES

39. A B 2 Bz &

Details of the principal subsidiaries are as follows:
Place of
incorporation/
registration/ Registered/issued and
Name operation fully paid share capital
HMmAYL &R M ERT
z% ez H RHERAE
Directly held
BEEREH
Extrawell (BVI) Limited BVI/Hong Kong US$10,000
ordinary shares
Extrawell (BVI) Limited EBERLHSE/ 10,0003 7T & i ik
N
Jilin Extrawell Changbaishan China RMB33,000,000
Pharmaceutical Co., Ltd. registered capital
EMBERBILEEER HE A R % 33,000,0007C
NS &R
Indirectly held
BERS
Extrawell Enterprises Limited Hong Kong HK$20 ordinary shares
HK$1,000,000
non-voting deferred
shares
BELEBRAR Bk 2078 T EER
1,000,000/ 7T
BERERELTRNH
Extrawell Pharmaceutical (HK) Hong Kong HK$2 ordinary shares
Limited
BEREX(BB)ERAR BE BT BK

TEMBARFEET

Effective interest held by
the Company
NGl RS
BEES

2017
—E—+F

Principal
activities

ITRER

100%

100%

100%

100%

Investment
holding
HEERK

Development,
manufacture
and sales of
pharmaceutical
products

R BERE
E%m

Investment
holding and
property
investment

wAEE R R
®E

Provision of
agency
services

RHEAE RS

165



166

Extrawell Pharmaceutical Holdings Limited fEZEEERER LT

Notes to the Consolidated Financial Statements (Continved)
GENBBRERME @)

Forthe year ended 31 March 2018 #Z—T—N\F=A=+—HIFE

39. INTEREST IN SUBSIDIARIES (Continued) 30. AMIEB ARl 2 REEHE )

Place of
incorporation/
registration/ Registered/issued and Effective interest held by Principal
Name operation fully paid share capital the Company activities
FMAYL &R df BT
7B RE 2R RBERAE TEXK
2017
—E—+F
South Asia Pharmaceutical  Malaysia US$1 ordinary share 100% Marketing and
(China) Limited distribution of
pharmaceutical
products
South Asia Pharmaceutical 5 2 75 25 1EZTEBEk HERCHER
(China) Limited
Mega Asia Pharmaceutical  Hong Kong/China HK$10,000 ordinary 100% Provision of
Limited shares agency
services
KBEXERRA E#/HH 10,0007 7T & i@ Ak RERERSE
Changchun Extrawell China RMB50,000,000 73% Development,
Pharmaceutical Co., Ltd. registered capital manufacture
(“CEP") and sales of
pharmaceutical
products
REBBEXRD 5 AR #50,000,0007T e BER
BRAR(RERED AR HEBEmM
Best-Bio Developments BVI/China US$1 ordinary share 100% Investment
Limited holding
Best-Bio Developments RBRLHE/ 1ETERR BEER
Limited H
Right & Rise Limited BVI/China US$50,000 100% Holding of gene
ordinary share invention rights
and investment
holding
Right & Rise Limited RBEZES/ 50,0003 7T & & i% BEEREAE
B REEER
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39. INTEREST IN SUBSIDIARIES (continued) 390. R D Al 2 fE & (@)

The above table lists the subsidiaries of the Company which, in EREFAVZARDBTRB AT BARD
the opinion of the directors of the Company, principally affect the AESERAAETETERFENKE
financial results of the year or form a substantial portion of the net BB AEBEEFBEE ALY

assets of the Group.

ZHBRE -

None of the subsidiaries had issued any debt securities at the MNERKERNFRER  HEFMEB L
end of the year or any time during the year. B BRTEMEHEES -
The table below shows details of non-wholly owned subsidiaries TRIRANEB A EAIEITR#E
of the Group that have material non-controlling interests: w2 IETEBNB AT 23S
Place/country of
registration/ Proportion of ownership  Proportion of voting
incorporation/ interests held by rights held by non- Loss allocated to Accumulated non-
Name of subsidiary operations non-controlling interests  controlling interests ~ non-controlling interests  controlling interests
BR/EMRYL FERERMEZ FERER IREFERES
ol PN Sz /AR FEREZLA ZRERLH ZER Rt R ER

2017 2018 2017
—T—+F EEEEE — T+
HK$'000 | L& HK$000
FHT FHT Tz T

CEP
RERE

Individually immaterial
subsidiary with
non-controlling interests

BAEGERESZERNT

PRC 21% 27% 27% (643) (2,470) (4,479) (3,826)
+

(15)

(19

EAMBAR
Summarised financial information in respect of CEP is set out EBEERBREZHMBERNEEFRY
below. The summarised financial information below represents MR NYBBERBEAERRNAN

amounts before intragroup eliminations. RIS A 2 &% -
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39. INTEREST IN SUBSIDIARIES (Continued)

CEP

RERE

2018
—®-NF
HK$°000
TER

32,240

163,153

(195,430)

Current assets mEEE
Non-current assets ERBEE
Current liabilities nEEE
Non-current liabilities FRBEE

(9,122)

Equity attributable to owners of
the Company

ZAN/NEIE XN SR 5

(4,680)

Non-controlling interests

R

(4,479)

30. RMIB D Al 2 & ()

2017
—E—tF
HK$'000
FET

28,283

152,562

(179,541)

(7,198)

(2,068)

(3,826)
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39. INTEREST IN SUBSIDIARIES (continued) 9. AMNEB AT 2R wm
CEP (continued) RERE®

2018 2017
S =~
HK$°000 HK$’000
FHT THR

Revenue Wz 60,176 44 477

Expenses 3 (62,624) (63,717)

Loss for the year REEFBIE (2,448) (9,240)

Loss attributable to owners of the Company 7~ A &% B A J& 15 & 18 (1,805) (6,770)
Loss attributable to non-controlling interests JF 178 f% # %5 FE (5 5 18 (643) (2,470)

Loss for the year REEFBIE (2,448) (9,240)

Other comprehensive income attributable AN A &1 #EA A EGE M2 H

to owners of the Company A (14)
Other comprehensive income attributable 31 ARREZS FE(E E b 2

to non-controlling interests I A ©)
Other comprehensive income for N EH A2 WA

the year (20)
Total comprehensive income attributable 2 X &1 # B A JE/G & W A

to owners of the Company BEE (2,402) (6,784)
Total comprehensive income attributable  JEFE A% kE 25 FE(E 2 UL A 42 58

to non-controlling interests (862) (2,476)
Total comprehensive income for the year AN & 2 U A £ 58 (3,264) (9,260)
Net cash generated from/(used in) wEESEE /(A ZHE

operating activities F R (4,552)
Net cash generated from/(used in) wEESEES/(FTRA)Z2RE

investing activities F R (1,026)
Net cash used in financing activities mEEHA RS FE (8,766)
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40. SUMMARY OF FINANCIAL ASSETSAND 40. R ER B o 24 mMEE

FINANCIAL LIABILITIES BY CATEGORY RemaElE
The following table shows the carrying amount of financial assets TRIBELHMEELRBEZEBE:
and liabilities:
2018 2017
i Tt
HK$’000 HK$’000
FE T FHET
Financial assets EMEE
Financial assets at fair value EAFEFAEGZCREE

through profit or loss
Derivative component of investments in AIBREEREZITATLA

convertible bonds 7 21,078
Available-for-sale investments A HERE
Unlisted investment fund, at fair value FEEMEKERES  BAFE —
Unlisted financial instrument, at fair value ~ 3F 1 & &t Iﬂ BN FE 1,685
Loans and receivables B 5k % E R
Debt component of investment in Al 2 B 5 ?x BE2EEBY
convertible bonds 413,487 355,246
Amount due from an associate FE U — Bt A Bl SRIE 22,505 17,235
Trade and bills receivables B REWER R EREE 21,076 37,417
Deposits and other receivables B e & H At fE W RIR 7,768 4,412
Pledged bank deposits BIIFRITE R 20,502 20,215
Cash and bank balances e RIBITHEER 161,765 217,803
712,321 675,091
2018 2017
- PIC-a — T—F
HK$’000 HK$’000
FER FAT
Financial liabilities SREE
Financial liabilities measured BN AT EZCRIBE
at amortised cost
Trade and bills payables o RENERMEMNER 6,916 14,859
Accruals and other payables TEIR B A N H A fE A 48,328 51,403
Amount due to an associate JEAS— R E R EE IE 19,780 19,780
Convertible bonds ] IR (& & 41,812 35,222

116,836 121,264
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FINANCIAL LIABILITIES BY CATEGORY

(Continued)

(a)

(b)

Financial instruments not measured at
fair value

Due to short term nature, the carrying values of the loans
and receivables, excluding debt component of investments
in convertible bonds, approximate fair value.

In respect of the debt component of investments in
convertible bonds, the fair value has been determined using
discounted cash flow model and the carrying value
approximates fair value.

Financial instruments measured at fair
value

The fair value hierarchy is level 2.

The market value, which approximates fair value, of this
fund is primarily calculated based on the quoted prices of
the underlying listed investments in active markets with
certain adjustments made to reflect the interest of the fund
holder.

The fair value hierarchy is level 2.

The fair value of the unlisted financial instrument is
determined based on estimated return of 3.2% (2017: 2.8%)
and the credit quality of these investments which can be
assessed by reference to historical information or external
credit ratings, if any, provided by the bank.

(b)

YHBEATFEGEZS
AT A

BREHEE  BERRERK
B(TERETRREFRECZE
BE5) 2 BREEER T EE

4+

= o

RABRBESFREZEBHD
mE  RFEMNAUBRRESR
EENEFERAEEAQTE
HE e

BEAVEHEZSR
TR

NP EBRBE M-

ZETcMEEIFERE)
TERRBERMIS 2L
MREZREFE UFHHE
THEARRESRKA ANE

T ©

NFEERBE & -

FEmEMmIAENATFETNZ
32%(=—F —tF :28%) Wik
FTEIREE MZERENE
BEERALLEBHTER LR
TREBE 2 EEFR(NE)
FLAREAS ©
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40. SUMMARY OF FINANCIAL ASSETS AND 40.
FINANCIAL LIABILITIES BY CATEGORY
(CONTINUED)

(b) Financial instruments measured at fair

value (Continued)

The fair value hierarchy is level 3.

The fair value of conversion options embedded in
investments in convertible bonds is determined based on
the risk free rate for the life of the option and share price (from
observable market data), expected volatility of the share
price of Innovative Pharm and expected dividend yield on
the shares and exercise price.

Significant unobservable inputs

Expected volatility of the share price of Innovative Pharm,
determined by reference to historical share price of
Innovative Pharm. The higher the volatility of the share price
of Innovative Pharm, the higher the fair value.

There were no changes in valuation techniques for the
years ended 31 March 2018 and 2017.

The following table provides an analysis of the Group’s
financial instruments measured at fair value, on a recurring
basis, by level of fair value hierarchy:

Level 1: Quoted prices (unadjusted) in active markets
for identical assets or liabilities;

Level 2: Inputs other than quoted prices included
within Level 1 that are observable for the
asset or liability, either directly (i.e. as prices)
or indirectly (i.e. derived from prices); and

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

—N\F=ZA=1T—HULHFE

b) B2 FEFEZZH

TR

AT EERAE=MH -

AgEEFRERRBRAZE
etz X FEIERBREFH
ZERBRMEERE(CRE B
EMBEE)  EMBEKRER
HR 08 M i 0 TR Ak B ks K
RITEBETE -

ERTAEHRERARE
EMBEZRERERRE DL
S2EEAME 1L1$Hx1§;*£i °
EMBEEREREBEBLR RF
(ERAASIE

BE_Z-N\Fh_FT—+tF
:ﬂ*—i——E!JJ:iE (CXI=R73
1l I 488 3% A

TREBEHEEEEATE
BRIREAEEEAT @8
ZEBIAZHI:

—&: EBRMB LHAREBE
HBEZHRE (TR
)

F_F: F-AMBREREMN
S MEEHBER
BEER(AER)KEE
(R EER) JBE
ZBABE R

CWRERABREMS
BBEZEELRAREL
BARE(TABRS
ABUR) -

H
[11
2
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40. SUMMARY OF FINANCIAL ASSETSAND 40. R ER B s 24 mEE
FINANCIAL LIABILITIES BY CATEGORY FemEdEHMEw

(Continued)
(b) Financial instruments measured at fair b) ZEAFEFEZ2EH
value (Continued) TR

2018
—E2-N\F
Level 1 Level 2 Level 3 Total
EF—® R B=4& st
HK$’000 HK$’000 HK$’000 HK$’000
FE T THERT FET FE T

Available-for-sale financial ] fit H & 4§t & &=
assets

Financial assets at fair BAFEFAERZZ
value through profitor £ B & E
loss

2017
—E—tF
Level 1 Level 2 Level 3 Total
E— B o Er

HK$’000 HK$’000 HK$’000 HK$'000
TET THET TET TR

Available-for-sale financial ] @it 1 & 4 5 & &

assets — 1,685 — 1,685
Financial assets at fair BEAFEFAERZ

value through profitor & R & &

loss — — 21,078 21,078

— 1,685 21,078 22,763

There were no transfers between levels for the years ended BHE-_ZE—N\EER_ZT—+F
31 March 2018 and 2017. —B=+—-BILEE BREHK

ZRY RETEE -
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40. SUMMARY OF FINANCIAL ASSETS AND 40.

FINANCIAL LIABILITIES BY CATEGORY

(Continued)

(b) Financial instruments measured at fair
value (Continued)

Reconciliation for financial instruments carried at fair value
based on significant unobservable inputs (Level 3) are as
follows:

RENEB 2P 2eMEE
FemaEHEw

b) ZBAFEFEZ2SHE
H g
BEEATAEHREARE(F
SRBRATENEZSRIA
THEMT

Financial assets at fair value
through profit or loss

Unlisted investments in convertible AJ#RE S 2 F Lt HIRE BRAVEFAREZ
bonds — Derivative Component —TEIT RIS TREE
2017
—+F
HK$’000
FAT
At 1 April REA—H 54,475
Change in fair value recognised in RIEEERZAFEEZS
profit or loss (BIEEMU S M EE)
(included in other gains and losses) (83,397)
At 31 March W=A=+—H 21,078

41. FINANCIAL RISK MANAGEMENT

The Group’s major financial instruments include investments in
convertible bonds, trade and bills 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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41. FINANCIAL RISK MANAGEMENT (continued)

(a) Foreign currency risk

Foreign exchange risk arises when commercial
transactions, assets or liabilities are denominated in a
currency that is not the functional currency of the group
entities. The Group operates mainly in the PRC and
Malaysia and is exposed to foreign currency exchange rate
risk arising from various foreign currency exposures. The
Group currently does not have a foreign currency hedging
policy. However, the management monitors foreign
exchange exposure and will consider hedging significant
foreign currency exposure should the need arise.
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The carrying amounts of the foreign currency denominated RZE-—NFRER_FT—tF=
monetary assets and liabilities in net positon as at 31 A=+—B ' ®kINEFEZE
March 2018 and 2017 are as follows: MEENBEFEZCEEAEAN
—|? .
Euro RMB Us$
BT AR EYI
HK$’'000 HK$’'000 HK$’000
FAT FAT FAT
31 March 2018 —E-N\E=ZHA=+-—H
Pledged bank deposits EEBIRITER
Cash and bank balances Re RIRITHEH
Trade and bills payables BHRENERNREMNEZE
Overall net exposure 2 R 55
31 March 2017 —F—tH=A=+—H
Pledged bank deposits BRI RITER - — 17,958
Cash and bank balances B e MIRTTHEH 2,002 1,873 67,768
Trade and bills payables ZSREMNERREMNER (3,685) — -
Overall net exposure 2R RFE (1,683) 1,873 85,726
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Extrawell Pharmaceutical Holdings Limited f{EZEIERAR AT

41. FINANCIAL RISK MANAGEMENT (Continued)

(a) Foreign currency risk (Continued)

The cash and bank balances denominated in US$ belong
to the group entities in which the functional currency is
HK$. The directors are of the opinion that the HK$ are
reasonably stable with the US$ under the Linked Exchange
Rate System, and accordingly, no sensitivity analysis of
US$ with respect to HKS is performed.

The following table illustrates the approximate change in
the Group’s profit for the year and retained profits in
response to reasonably possible changes in the foreign
exchange rates to which the Group has significant
exposure at the end of each of the following years:

—N\F=ZA=1T—HULHFE

. EEREE @

() b= B ()

NETEHEZRE MRITHEH
BERNEERRETZEEE
B-EFRR AREBERE
XEET BTRXTHER
EoREM WEETETHE
TEZBREE D

TR AN & B R A & AR
BaMaOBNOZEFHADERE
BRATEFEREHEANE
RH)SNEE RS E A pEE

2017
—tF
HK$'000
TAET

Euro appreciated by 5% BT A 1E5%
RMB appreciated by 5% AREFE%

70
(78)

The change in exchange rates do not affect the Group’s
other component of equity. The same percentage
depreciation in the foreign currencies against the functional
currency of the respective group companies would have
the same magnitude on profit and retained profits but of
opposite effect.

The sensitivity analysis has been determined assuming that
the change in foreign exchange rates had occurred at the
end of each of the reporting period and had been applied
to each of the group entities; exposure to currency risk for
financial instruments in existence at that date, and that all
other variables, in particular interest rates, remain constant.
The stated changes represent management’s assessment
of reasonably possible changes in foreign exchange rates
over the period until the next reporting date.
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41. FINANCIAL RISK MANAGEMENT (continued)

(b) Interest rate risk

(c)

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 19 and 31 respectively.

The Group’s cash flow interest rate risk primarily relates to
variable-rate pledged bank deposits and bank balances (see
notes 26 and 27 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.

Liquidity risk

The Group actively manages its debt maturity profile,
operating cash flows and the availability of funding so as to
ensure that all operating, investing and financing needs are
met. The liquidity risk management strategy adopted by the
Group is to measure and forecast its cash commitments
and maintains a level of cash and cash equivalents deemed
adequate to finance the Group’s activities.

M. BERBEERE @
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Notes to the Consolidated Financial Statements (Continved)
GENBBRERME @)

Forthe year ended 31 March 2018 #Z—T—N\F=A=+—HIFE

41. FINANCIAL RISK MANAGEMENT (Continued) 41. Bf & & B& & 1B ()

(c) Liquidity risk (Continued) (c) RENE £ HEBE(45)
Analysis of financial instruments by REBENEHBE D 2
remaining contractual maturities TRIESN
The table below summaries the maturity profile of the TERBEBEADOAREIREEZS F
Group’s liabilities at the end of the reporting period based (BREEAEOFEN B Z
on contractual undiscounted repayment obligations (including B BRERS HENE
interest payments computed using contractual rates, or if RHENMEMNET) Bl A&
floating, based on rates current at the reporting date). ERHEBRRBENE BN -

Weighted Total Within More than More than
average contractual 1yearor 1yearbut 2years but

effective  Carrying undiscounted repayable lessthan less than More than
interest rate amount  cash flows on demand 2 years 5years 5years
BRRERE —-SRd EB-F BBWE

mETS E= RER B4R AIR

BERA= REE ag ®E (k3 nE BBIRE
HK$'000 HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
TEL THEL TET TEL TR TET

31 March 2018 —Z-0\F
=A=+-AH
Trade and bills payables & 5 & (T BR 2 &
eSS 6,916 6,916 6,916
Accruals and other BREAREM
payables BB 47,381 47,381 47,381
Amount due to JEf— R &
an associate NEFRE 19,780 19,780 19,780
Convertible bonds AR &S 18.72% 41,812 577,170 - 577,170
115,889 651,247 577,170
31 March 2017 “E-tF
ZA=t+-8
Trade and bills payables & 5 FER B &
[ANES7 14,859 14,859 14,859 - - -
Accruals and other BREAREAM
payables ENFIE 51,680 51,680 51,680 - - -
Amount due to ER—EHE
an associate AIFE 19,780 19,780 19,780 - — -
Convertible bonds AgkES 18.72% 35,222 577,170 - - - 577,170

121,541 663,489 86,319 - - 577,170
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41. FINANCIAL RISK MANAGEMENT (Continued)  41. Bf 7% & B & 2 ()

(d) Credit risk (d) EER B

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 2018, 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.

The investments in convertible bonds as at 31 March 2018
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$417,783,000
(2017: HK$376,324,000) and in view of the net assets and
bank balances and cash of the issuer, the management
considers the default risk on the investments in convertible
bonds is not significant.

AEBZEERREIEZRAT
BEREFERE BEZHREER
Ko B At & HRORR IR - FE W — T B
ERRRE DEMRITER
NARTTHE &R

RZEBE—NEFE=ZA=+—8"
ArEEBEE RAGERR
(EERSGEHFARERBITEMEM
SAEEERENBREBXR) BRE
Bk R R P & 2 & IEHE R
ZEMEEZREME -

RZZE-—N\NEFE=ZA=+—H8B2Z
TRBEEFRESAEEEZE
EEd XN WMERKR &&
& 5% {4 AR ® {8 & 417,783,000
T (ZZF — -+ : 376,324,000/
TR AR EH BT A 2B
MR RRE  ERBEITAESR
FEEMBRTEBGERRS B
BEERARBRERRECE
BRI TEK o



180

Extrawell Pharmaceutical Holdings Limited f{EZEIERAR AT

Forthe yearended 31 March2018 #HEZE-ZT—N\F=ZA=+—HItFE

41. FINANCIAL RISK MANAGEMENT (Continued)

(d) Credit risk (Continued)

The Group also has concentration of credit risk as 11% (2017:
48%) 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.

The maximum exposure to credit risk is represented by the
carrying amount of each financial asset at the end of the
reporting period.
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Forthe year ended 31 March 2018 &#Z—-T— \F=ZA=+—HIFE

41. FINANCIAL RISK MANAGEMENT (continued) . EREEE @

(e) Equity price risk (e) RRMEE b

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% (2017: 5%) higher/lower and all other variables were
held constant, the Group’s post-tax profit for the year
ended 31 March 2018 would increase/decrease by
HK$1,817,000 (2017: HK$5,555,000)/HK$229,000 (2017:
HK$1,158,000) as a result of changes in fair value of
conversion option embedded in the convertible bonds held
by the Group.

If the volatility of share prices of the convertible bonds
issuer had been 5% (2017: 5%) higher/lower and all other
variables were held constant, the Group’s post-tax profit
for the year ended 31 March 2018 would increase/
decrease by HK$2,845,000 (2017: HK$7,847,000)/
HK$1,975,000 (2017: HK$3,077,000), as a result of
changes in fair value of conversion option embedded in the
convertible bonds held by the Group.
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Forthe yearended 31 March2018 #HEZE-ZT—N\F=ZA=+—HItFE

41. FINANCIAL RISK MANAGEMENT (Continued)

(e) Equity price risk (Continued)

Sensitivity analysis (Continued)

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.

42. CAPITAL 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 MANAGEMENT (Continued)

The Group monitors capital using a gearing ratio, which is debt
(comprises convertible bonds and amount due to an associate)
divided by total equity. A detailed calculation of the gearing ratio
is shown below:

42. EERXEE @)

AEEEREEABHERERE
KX BERBHREIREB(BEAR
B fE 5 MBS — BB 2 QR KE) KR
DD BE - TREJIEERABLER
A ETR

2017

—E—+F

HK$’'000

FAT

Debts (Vi 55,002
Total equity R 1,025,851
Gearing ratio BEAGBHLE 5.4%

APPROVAL OF FINANCIAL
STATEMENTS

The financial statements were approved and authorised for issue
by the directors on 29 June 2018.
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Five Years’ Financial Summary

LEMBHESR

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 below:
2018
—E-N\E
HK$’000
FTHT
RESULTS E4
Revenue Wz
Profit before income tax B BT 15 B A A

Income tax credit/(expense)  FTERIE &, (1)

Profit for the year REE % F

Attributable to: AT AT :
— Owners of the Company ~ — ANAFHEA A
— Non-controliing interests ~ — JE#E iR #E 25

2018
—E-N\f§
HK$000
FAERT

ASSETS, LIABILITIESAND ¥E - 8ER

NON-CONTROLLING FERER

INTERESTS
Total assets BB E 1,216,783
Total liabilities FCY=RE (149,704)
Total equity B 1,067,079
Non-controliing interests FEPE PR 4,494

Equity attributable to owners A2 A1 A A
of the Company FEIG R 1,071,573

For the year ended 31 March
HE=A=+t—-HLEE

AEEEERAMBREFREZIEE URE
E -BERFEERESEHBENT

2017 2016 2015 2014
ZE—+F ZZ—RF ZTE—HFE ZT—NmF
HK$'000 HK$'000 HK$’'000 HK$'000
FAT FTAT FHT FAT
(restated)

(EE5)

107,903 142,201 128,833 150,673
18,927 27,490 555,397 34,046
(616) (90) (92) (20,574)
18,311 27,400 555,305 13,472
20,796 32,781 565,457 13,816
(2,485) (5,381) (10,152) (344)
18,311 27,400 555,305 13,472

As at 31 March
M=B=+-—8H

2017 2016 2015 2014
—T—tF —ZE-RF —T-HF —ET—NF
HK$'000 HK$'000 HK$’'000 HK$'000
FAT FTAT THT FHET
(restated)

(mE5)

1,172,669 1,160,853 1,138,643 720,346
(146,818) (144,954) (142,264) (161,551)
1,025,851 1,015,899 996,379 558,795
3,841 1,350 (4,489) (135,499)
1,029,692 1,017,249 991,890 423,296
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