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CHAIRMAN'S STATEMENT
ERHRE

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 2016.
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The global economy remains vulnerable to uncertainties and
destabilising forces, whereas China’s economy and society have
entered a re-alignment through structural economic transformation in
the new normal state, shifting towards a growth model primarily
driven by consumption and services in pursuit of delivering more
sustainable growth in the long run. While China is in the process of
rebalancing its economy, its economic growth slowed to 6.9% for last
year, its slowest pace in a quarter century and 6.7% in the first
quarter of this year and the central government continues to
implement growth stabilising measures and economic reform policies
to meet its target for medium-to-high growth under the new normal
state. The operating environment has become more complicated and
challenging to various industries in China.

China’s pharmaceutical industry is facing uncertainties and its growth
tends to moderate with the short-term economic re-alignment
accompanied by stricter regulatory requirements and measures
implemented in the comprehensively deepening of the healthcare
reforms, which increase operating costs and intensify market
competition to pharmaceutical enterprises. Nevertheless, the
Thirteenth Five-Year Plan (2016-2020) which guides China’s economic
and social development through 2020 and contains the principles of
underpinning policy for China’s future growth reflects that the central
government will prioritise structural adjustment to economy and place
emphasis on improving people’s health, education and livelihood, and
target to realise China’s goal of becoming a moderately prosperous
society by 2020. With the favorable influence of drive of demand
arising from the central government’s policies to promote universal
healthcare, demographic trends, continuing urbanisation and people’s
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CHAIRMAN'S STATEMENT (CONTINUED)
FRRE(E

increasing health awareness and consumption of quality
pharmaceutical products, the pharmaceutical industry is anticipated to
maintain a sustainable growth momentum, whereas the central
government’s focus on green development and encouragement on
innovation and technological advancement facilitate development of
a more advanced and regulated pharmaceutical sector.

The Group's profit for the year attributable to owners of the Company
amounted to about HK$32.8 million as compared to a loss of about
HK$44.2 million from the continuing operations of last financial year.
The Group’s continuing operations had delivered improved
performance in the year under review.

Against the backdrop of highly challenging operating environment
brought by complexity of macroeconomic condition and the ongoing
healthcare reforms, the Group has been making persistent efforts to
consolidate its internal resources and streamline its business
operations, strengthen internal management and control, and adopt
flexibly marketing strategies, in order to strive for improving
operational efficiency as well as operating performance. Despite the
Group’s core operating businesses have exhibited signs of
improvement, the Group will continue to exercise measures in
reinforcing cost control and extending market share to cope with
market changes and challenges. Leveraging on the Group’s enhanced
production capacity and capability of the Group’s GMP factory in
Changchun, the Group will continue to exert efforts in optimising its
product quality and enriching its product portfolio by developing its
new products through research and development to cater for market
demand, with a view to strengthening its core competitiveness in the
context of highly competitive landscape.
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CHAIRMAN'S STATEMENT (CONTINUED)
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While global economic volatility poses uncertainties ahead, the Group
will continue to maintain its prudent approach in managing its
businesses, and in addition to the Group’s investment in the oral
insulin project, the Group will continue to seek investment
opportunities with growth potentials which shall complement the
Group’s long-term development strategy, with a view to further
strengthening the foundation for its future development and growth,
thereby enhancing its 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 2016
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MANAGEMENT DISCUSSION AND ANALYSIS

EEEW®R

S8k

Extrawell Pharmaceutical Holdings Limited (the “Company”) and its
subsidiaries (together, the “Group”) are principally engaged in the
marketing and distribution of pharmaceutical products to customers
in the People’s Republic of China (the “PRC” or “China”), the
development, manufacture and sales of pharmaceutical products in
the PRC and the business of commercial exploitation and development
of genome related technology.

The Group is also engaged in the development and commercialisation
of oral insulin products through its investment in the 49% equity
interest in an associate Smart Ascent Limited (“Smart Ascent”).

Principal risks and uncertainties

The Group is operating in a highly regulated and competitive
pharmaceutical industry in the PRC and regards any change in the
government policies and industry environment as the principal risks
and uncertainties which may materially affect the Group’s business,
its operating results, financial condition and prospects. Save as
aforesaid, other risk matters are set out in notes 5 and 6 to the
consolidated financial statements.

Environmental policies and performance

The Group recognises the importance of environmental sustainability
and is committed to regularly reviewing, implementing and
monitoring its environmental practices and measures from time to
time with an aim to operating effectively and responsibly to protect
the environment.

The Group’s major lines of business are trading and manufacturing
segments. The trading segment engages in the marketing and
distribution of imported pharmaceutical products, which does not
have material impact on the environment. As to the manufacturing
segment, the Group has strictly observed and complied with
environmental requirements under the GMP standards and other
applicable environmental rules and regulations for polluted water or
pollutants generated in the production process. During the year under
review, no violation of environmental laws or regulations has been
found on the Group’s plants in Changchun, China.

Compliance with laws and regulations

During the year, as far as the directors are aware, there was no
material breach of or non-compliance with applicable laws, rules and
regulations by the Group that would have a material impact on the
Group.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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2015 was another difficult year for the global economy with overall
growth rate falling from 3.4% in 2014 to 3.1%, and China also
recorded its slowest economic growth at 6.9% in a quarter century.
Despite the slowdown, the China’s pharmaceutical industry continued
to show positive trends of development as driven by growing market
demands and deepened healthcare reform policies. The Group
recognised the opportunities and challenges brought along by these
changes, and in the year under review, its core business segments
recorded an increase in revenue and improved performance under the
escalating competition after the heightened drug bidding policies and
rising operating costs on more stringent environmental protection
supervision to manufacturing sector.

Continuing operations

In the year under review, revenue and gross profit were about
HK$142.2 million (2015: HK$128.8 million) and HK$69.3 million (2015:
HK$51.1 million) respectively, representing an increase of about
10.4% and 35.8% as compared with that of last financial year. This
was achieved through increase in sales volume and gross margin of
both manufacturing and trading segments.

Operating profit before taxation was about HK$27.5 million (2015:
loss HK$52.1 million), representing an improvement of about
HK$79.6 million. This was mainly resulted from the increase in gross
profit of about HK$18.3 million and effective interest income from
investments in convertible bonds of about HK$25.5 million, and
decrease in loss of fair value changes on investments in convertible
bonds of about HK$34.3 million and allowance for bad and doubtful
debts, net of about HK$3.9 million.

Discontinued operation

In last year, the Group recorded a profit of about HK$607.5 million
from the discontinued operation resulting from the one-off gain on
disposal of its 51% equity interest in Smart Ascent, the holding
company of the Group’s oral insulin operation, whereas, no such
profit was recorded during the year.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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Discontinued operation (Continued)

The Group's profit for the year attributable to owners of the Company
was about HK$32.8 million, representing a significant decrease of
about HK$532.7 million when compared to profit of about HK$565.5
million of last financial year. Such decrease was primarily attributable
to, among other things, the one-off gain on disposal of the Group’s
51% equity interest in Smart Ascent, effective interest income and
fair value changes in the Group’s investments in convertible bonds as
mentioned above.

Revenue and Operating Results

Imported Pharmaceutical Sector

Benefiting from the established high quality networks with medical
professionals and institutions, and the favorable currency impact on
cost of sales resulting from depreciation of the Euro against the
Group’s reporting currency Hong Kong dollar, the segment reported
improved performance in terms of revenue and segment profit in the
year under review. Revenue increased to about HK$99.3 million (2015:
HK$91.5 million), representing an increase of HK$7.8 million or 8.5%,
which was primarily due to sales mix, and segment results rose to
about HK$16.8 million (2015: HK$12.7 million), representing an
increase of HK$4.1 million or 32.7%.

In light of challenging environment of intensifying competition from
the local manufacturers in China, management has been deploying
resources to explore potential products at competitive price to meet
the ever-changing market landscape in China and would continue to
seek collaboration in product development with international
pharmaceutical corporations.

Manufactured Pharmaceutical Sector

The Group’s decision to consolidate manufacturing facilities in
Changchun is a critical step to ensure operating efficiency to maintain
competitiveness in a challenging environment. In the year under
review, the segment continued to keep picking up pace upon
obtaining GMP certification to all its product lines last year and
reported a rise in revenue and improved segment results.
Notwithstanding the closure of JECP's plants, revenue increased by
about HK$5.6 million or 15.0% to HK$42.9 million (2015: HK$37.3
million) which increased the gross margin by about 7% when
compared to last year.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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Revenue and Operating Results (Continued)

Manufactured Pharmaceutical Sector (Continued)

Segment results recorded loss of about HK$20.2 million (2015:
HK$33.2 million), a reduction in loss by about HK$13.0 million. Such
improvement shows that the intense efforts of management last year
to rectify the situation by adjusting its marketing strategy and
implementing stringent cost controls were paying off. Along with the
increase in sales contribution of about HK$4.8 million, the reduction
in allowance for bad and doubtful debts, net of about HK$3.9 million
and sales-related expenses of about HK$4.3 million also contributed
to the positive impact on the segment results.

Management has remained cautious about the challenging business
environment and has been continuously taking firmly focused on
reducing operating expenses, enhancing productivity and products
quality for sustainable growth, and striving for delivering better
results.

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

Other income and gains and losses, net

Other income and gains and losses, net were in total a gain of about
HK$34.2 million (2015: loss HK$30.6 million), which was primarily
attributable to effective interest income of HK$62.7 million (2015:
HK$37.2 million), loss on change in fair value of derivative component
from investments in convertible bonds of HK$24.0 million (2015:
HK$58.2 million) and allowance for bad and doubtful debts, net of
about HK$9.0 million (2015: HK$12.9 million).

Selling and Distribution Expenses

Selling and distribution expenses of the Group increased to about
HK$42.4 million (2015: HK$36.2 million), representing an increase of
HK$6.2 million or 17.0%. The increase was primarily due to increase
in sales of products from trading and manufacturing segments.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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Administrative Expenses

Total administrative expenses were about HK$27.4 million (2015:
HK$29.3 million), representing a decrease of about HK$1.9 million or
6.6%. However, when excluding those one-time expenses as included
in the relevant periods, the adjusted administrative expenses were
maintained at similar level of about HK$26.5 million (2015: HK$26.1
million). The one-time expenses included in the year under review
related to closure costs of about HK$0.9 million for JECP's
manufacturing operation and those included in the corresponding
year comprised of miscellaneous start-up expenses of about HK$1.5
million for the new GMP plants in Changchun, amortisation and
depreciation charges of about HK$0.9 million classified as
administrative expenses prior to its obtaining GMP certification and
stamp duty of about HK$0.8 million paid for disposal of the Group’s
51% interest in Smart Ascent.

Although the next five years under the China’s 13th Five-Year Plan
(2016-2020) will exhibit a slower economic growth in the country,
the pharmaceutical market will continue to transform and grow under
the healthcare reforms which now stands halfway in the central
government’s plan to provide quality and affordable healthcare
services to its entire population by 2020.

Alongside the opportunities under the reforms, pharmaceutical
corporations are faced with escalating market competitions and
pricing pressures by the lifting of price caps on drug bidding, rising
operating costs to comply with regulatory requirements and
narrowing quality gap between home-grown brands and imported
products.

Against this backdrop, the Group is cautious about 2016. Leveraging
on the advanced facilities of the Group’s GMP factory in Changchun,
the Group will continue to focus on enhancing its core
competitiveness through lean operations and exploring new sales
channels to increase revenue and market share. Meanwhile, in
response to the challenges ahead, the Group will step up its efforts in
product research and development and exploit new products through
collaborative relations with international enterprises to sustain long-
term development and growth of the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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In light of the central government’s growth stabilising measures amid
the faltering global economy, the Group believes that the
pharmaceutical industry in China will be prosperous in the long run
with sustainable growth under the support of state policies, and the
Group will continue to adopt a steady development strategy to
preserve financial flexibility and seek potential business development
opportunities for its future development and growth.

Liquidity and Financial Resources

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

As at 31 March 2016, the Group had total cash and bank balances
(including pledged bank deposits) of about HK$201.1 million (2015:
HK$172.2 million), representing an increase by approximately 16.8%.

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$20.1 million (2015:
HK$20.0 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
2016 was 0.043 (2015: 0.039), calculated based on the Group's total
assets of about HK$1,160.9 million (2015: HK$1,138.6 million) and
total debts of about HK$49.5 million (2015: HK$44.8 million),
comprising convertible bonds of about HK$29.7 million (2015:
HK$25.0 million) and amount due to an associate of HK$19.8 million
(2015: HK$19.8 million).
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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Foreign Exchange Exposure

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

Employment and Remuneration Policy

As at 31 March 2016, the Group had 220 employees (2015: 290).
Staff costs (including directors’ emoluments) for the year ended 31
March 2016 amounted to approximately HK$22.6 million (2015:
approximately HK$24.1 million), which was mainly due to
consolidation of manufacturing plants in Changchun, the PRC.

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

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

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

From the effective date of the Scheme to 31 March 2016, no share
option has been granted under the Scheme.
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DIRECTORS AND SENIOR MANAGEMENT PROFILE
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Executive Directors
Dr. Xie Yi Ph.D. (aged 53)

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. Xie has
discloseable interests in the Company under the provisions of the SFO.

Dr. Lou Yi Ph.D. (aged 58)

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

Mr. Cheng Yong (aged 53)

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

Ms. Wong Sau Kuen (aged 53)

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 54)

Mr. Liu Kwok Wah joined the Company in November 2008 as the
company secretary and financial controller and was appointed as
executive director in December 2013. Mr. Liu has become the joint
company secretary with effect from 8 January 2014. Mr. Liu is a
fellow member of the Association of Chartered Certified Accountants
and an associate of the Hong Kong Institute of Certified Public
Accountants. Mr. Liu holds a Master's degree in Business
Administration from The Open University of Hong Kong and has more
than 20 years of experience in accounting and financial management.
Prior to joining the Company, he had worked for international
accounting firms and several listed companies in Hong Kong.
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DIRECTORS AND SENIOR MANAGEMENT PROFILE (CONTINUED)
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Independent Non-executive Directors

Mr. Fang Lin Hu (aged 78)

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 82)

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.
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DIRECTORS AND SENIOR MANAGEMENT PROFILE (CONTINUED)
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Independent Non-executive Directors (Continued)

Ms. Jin Song (aged 45)

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 20 years' experience
in accounting in different industries. Ms. Jin was appointed as an
independent non-executive director in 2004.

Senior Management

Dr. Wen Ming (aged 55)

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 47)

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.
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DIRECTORS AND SENIOR MANAGEMENT PROFILE (CONTINUED)
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Senior Management (Continued)

Ms. Wu Hong (aged 44)

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 39)

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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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 2016, 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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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.

Code Provision A.6.7 stipulates that INEDs and other non-
executive directors should attend general meetings and develop
a balanced understanding of the views of shareholders. Two of
the INEDs, Mr. Fang Lin Hu and Ms. Jin Song could not attend
the annual general meeting of the Company held on 28 August
2015 due to other business commitments.

The Company will continue to review and monitor the situation
as stated above, and to improve the practices as and when the
circumstances demand.
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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 accounting period covered by
the annual report.

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

Executive Directors

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

Mr. Cheng Yong

Ms. Wong Sau Kuen

Mr. Liu Kwok Wah

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.

ARABERM LTRSS 2
ETETAESETERRZNIEE
SA(EETADERARRESTE
EXARAIESZBRTTH BAEF
FLRBEERNR  EFRAFHMR
EzestERNY —BEERBRESTR
Pl 2 sRE LA

RAFHRTZRY EF2(ESF
CEDHAERTEZTR =B ILIFEH
B RBEWT

HITES

R L (EERITEAEE)
BlzE L

BERLE

IHFBE/LL

BUFHTES
7 W% e
BRREE

EX/ -

BERBEEN EFEEXNBEZHLEE
MEMBER(BETE £ KKEX
HEsERHHEBER) -

EZgafRERERARA Y&
BASE X7 RERELKRA -
EFEeRTEEERNRACUEE
AEBZEEER -BFEEHAIRT
ERERNEBZIECXFTEHERE
MEPHEFERERRE AR T
BRRREFeME BERESSM
RNz XBRBERER HITRRELZ
NEMEEHERERERRERF L&
SHEBAEMEERE - RAIEEMS -

EXTRAWELL PHARMACEUTICAL HOLDINGS LIMITED fEEZEFEZRERA A



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

During the year ended 31 March 2016, four Board meetings
and an annual general meeting of the Company were held, and
the attendance records of each director at the respective
meetings are set out in the table below:
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Number of attendance

R #

Board Meeting General Meeting
Name of Director EERSE g BEXSE
Dr. Xie Yi HERE L 4/4 11
Dr. Lou Yi BlzE+ 3/4 11
Mr. Cheng Yong BELE 4/4 1/1
Ms. Wong Sau Kuen FHFBLZLT 4/4 11
Mr. Liu Kwok Wah BEE KL 4/4 171
Mr. Fang Lin Hu FMR k& 4/4 0/1
Mr. Xue Jing Lun N e 4/4 11
Ms. Jin Song EX /A 3/4 0/1

In addition, a meeting was held between the Chairman and all
INEDs without the presence of executive directors during the
financial year.

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

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

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

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

The Nomination Committee held a meeting during the year
ended 31 March 2016, and all members had attended the
meeting to review the structure, size and composition of the
Board and assess the independence of INEDs.
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The Company has established a Remuneration Committee with
specific terms of reference, which state clearly its authority and
duties. It advises the Board on the remuneration of the directors
and senior management of the Company.

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

During the year ended 31 March 2016, two meetings were held
and attendance of each director is set out as follows:
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Number of attendance

Name of Director EEHE HE R
Mr. Fang Lin Hu T MRIE 5 A 2/2
Mr. Xue Jing Lun ERfmEE 2/2
Ms. Jin Song SRz E 2/2
Dr. Xie Yi WEE 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
condition and the responsibility of individual members. During
the year ended 31 March 2016, 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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Directors’ emoluments and the five highest paid individuals for
the year ended 31 March 2016 are disclosed in notes 12 and 13
respectively to the consolidated financial statements. None of
emoluments of senior management whose profiles are disclosed
in the section “Directors and Senior Management Profile” is
included in the note as the five highest paid individuals, and
their emoluments fell within the following band:
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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 internal control systems,
financial reporting and the compliance to applicable reporting
requirements.

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 2016, four meetings were held and
attendance of each director is set out as follows:

AABEKIEZZES XIHHE
FEBESRE FRABEXBECER
SFRME SR C33MGRATH (X B E B F
HEEBRD CBEA -

ERZEQZEIEZRENYER
TR B R R B 2 7% B 4 55 R 4 B AR
R AmMEESE MEHRE RET
BRBRESHREFLEERNREETR
BE -

BERZEBE 2R ARBRIAMERE
(EF) BRftERERT L 8
E_Z-RE=RA=+—BIEFE"
BRTMAEH SEFZHERH
FIEAT

Number of attendance

Name of Director EERE R B
Mr. Fang Lin Hu MR EE 4/4
Mr. Xue Jing Lun ERfmEE 4/4
Ms. Jin Song EA /NG 4/4
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The Audit Committee reviewed the half yearly and full year
consolidated financial statements, including the Group’s
adopted accounting principles and practices, internal control
systems 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.

An analysis of remuneration in respect of audit and non-audit
services provided by East Asia Sentinel Limited for the year
ended 31 March 2016 is as follows:
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Audit services EZRE 728
Non-audit services IEEAZ R 20

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

A statement by the auditors of the Company about their
reporting responsibilities is set out in the “Independent
Auditors’ Report” on pages 42 to 44 of this annual report.
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The Board is responsible for overseeing and ensuring that a
sound and effective internal control system is maintained within
the Group in order to safeguard the Group’s assets and the
interests of the Company’s shareholders.

The Audit Committee is delegated with authorities to assist the
Board to fulfill its oversight role over the Group’s internal
control system by reviewing and evaluating on a regular basis
the effectiveness and adequacy of the Company’s financial
controls, internal control and risk management systems. During
the year ended 31 March 2016, 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. The Audit Committee and the Board
satisfied the result of the review and concluded that the key
areas of the Group's internal control systems are reasonably and
adequately implemented to their satisfaction.

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.
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During the year ended 31 March 2016, 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 of regulatory
development and changes in the Listing Rules with training
materials provided. Directors are also encouraged to 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 Yi Attending in-house training course and self-study
Mr. Cheng Yong Attending in-house training course and self-study
Ms. Wong Sau  Attending in-house training course and outside
Kuen seminars/talks conducted by professional
bodies and self-study
Mr. Liu Kwok  Attending in-house training course and outside
Wah seminars/talks conducted by professional
bodies 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

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 2016.
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The Company believes the value of maintaining open
communication with and providing current and relevant
information to its shareholders, and uses a number of channels
to disseminate information to shareholders through:

(1) the Stock Exchange’s website (www.hkexnews.hk)
(2) the Company’s website (Www.extrawell.com.hk)

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

(4)  annual general meeting

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

The annual general meeting of the Company provides a useful
forum for shareholders to exchange views with the Board. The
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.

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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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.

There were no changes in the Company’s constitutional
documents during the year ended 31 March 2016.
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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 2016.

The principal activity of the Company is investment holding and the
activities of its principal subsidiaries and an associate are set out in
notes 42 and 23 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 2016 are set
out in the sections “Chairman’s Statement” and “Management
Discussion and Analysis” on pages 4 to 7 and pages 8 to 14 of this
annual report respectively, which form part of this report.

The results of the Group for the year ended 31 March 2016 are set
out in the consolidated statement of profit or loss and other
comprehensive income on pages 45 to 46.

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

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 164.

Details of movements in the investment properties of the Group
during the year are set out in note 17 to the consolidated financial
statements.

Details of movements in property, plant and equipment of the Group
during the year are set out in note 18 to the consolidated financial
statements.
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Details of movements in the share capital of the Company during the
year are set out in note 35 to the consolidated financial statements.

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 34 to
the consolidated financial statements.

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 38 to the consolidated financial statements.

As at 31 March 2016, the reserves of the Company available for cash
distribution and/or distribution in specie amounted to
HK$135,775,000 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 2016 may
be distributed in the form of fully paid bonus shares.

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.
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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 2016, revenue attributable to the
Group's five largest customers accounted for approximately 77% of
the Group's revenue, and revenue attributable to the Group'’s largest
customer accounted for approximately 50% of the Group’s revenue.

For the year ended 31 March 2016, purchases attributable to the
Group's five largest suppliers accounted for approximately 91% of
the Group’s purchases and purchases attributable to the Group’s
largest supplier accounted for approximately 42% of the Group’s
purchases.

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

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

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
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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, Dr. Lou Yi and Mr. Fang Lin Hu 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.

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.

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.

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.

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.
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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.

At 31 March 2016, 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 Future 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:

Long positions in the ordinary shares of the
Company

f[[

REARB 2 ARAA KRRARSESFXK
HitSRAEERABITEBRE R EEM
ERATHAERIKELSRBEIAAE
BRABEBARBZEETERFEE- 1t
S RARRERAKBEEERERABRR
BHEENEERBERRE -

RZE-—RNF=ZA=+—8B EFRAEQ
AREMABEIBE(EERESF KRS G
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Bk ERET BEAELALRAR
BEESLMPEROIFES2GEMEE 2E LM
ZHEBRAR IRBLTETAESE
TRARZ2BETA(RESTRID AN
EARRB R 2 S FORBIT

RARBDEBRR TR

Number of
ordinary shares Approximate
of HK$0.01  percentage of
Name of director Notes Capacity and nature of interest each held interests held
FEsR
H{E0.01%8 T FiFzs
EEMR s SORERMH ZTERHE BAES R
Xie Yi (a) Through controlled corporations 80,000,000 3.35%
I FERZESIR A
Cheng Yong Directly beneficially owned 830,000 0.03%
28 BERERES
(b) Through a controlled corporation 1,060,000 0.05%
i o R 1 - el /NG
Held by spouse 5,090,000 0.21%
BREBRFE
6,980,000 0.29%
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Long positions in the ordinary shares of the
Company (Continued)

Notes:

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

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

Save as disclosed above, as at 31 March 2016, 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.

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
spouse 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 spouse or minor
children to acquire such rights in any other body corporate.
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At 31 March 2016, 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.

RZEB-—RF=ZA=+—HB REEAQF
BRESMAERIIFIB6HATREZE
FEMATACE: B EA AR A KD R
PRAP5% KA LR FORBEZ AL ©

)

Number of Long (L) or  Approximate
Capacity and ordinary shares Short (S) percentage of
Name of substantial shareholder nature of interest  held/entitled position interest held
Y& R
BEZ HRWL=R iR
TERRHESR BORESZME EERYE KR (S) BMAOBDE
Innovative Pharmaceutical Biotech Limited Directly beneficially ~ 1,357,510,000 L 56.80%
(“Innovative Pharm”) (formerly known as owned
United Gene High-Tech Group Limited) (Note)
EMBEREDREERAE BEEERER
(MRfm %) (A faE S £ AR (Bt %)
EBERRQF)

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 (ii)
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 2016, 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 2016, no person, other than
certain directors of the Company, whose interests are set out in the
section “Directors’ interests and short positions in shares, underlying
shares and debentures” above, had registered an interest or short
position in the shares or underlying shares of the Company that was
required to be recorded pursuant to Section 336 of the SFO.

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 40 to the consolidated
financial statements.

Mk : EMBRAE RN BIMERLTORA M
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Save as disclosed in “Connected and 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.

There is no material subsequent event occurred after 31 March 2016
and up to the date of this report.

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.

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 2016.

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

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.
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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 internal controls of the
Group. The Committee comprises three INEDs. The Group's financial
statements for the year ended 31 March 2016 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.

East Asia Sentinel Limited was appointed as the auditors of the
Company in succession to Deloitte Touche Tohmatsu who resigned as
auditors with effect from 22 March 2016.

The financial statements for the year were audited by East Asia
Sentinel 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 2016
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TO THE MEMBERS OF

EXTRAWELL PHARMACEUTICAL HOLDINGS LIMITED
BEEREEERERATRNEHEBRR

(incorporated in Bermuda with limited liability)

(RERZEIMALZBERAF)

We have audited the consolidated financial statements of Extrawell
Pharmaceutical Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as the “"Group”) set out on pages 45 to 163,
which comprise the consolidated statement of financial position as at
31 March 2016, and the consolidated statement of profit or loss and
other comprehensive income, consolidated statement of changes in
equity and consolidated statement of cash flows for the year then
ended, and a summary of significant accounting policies and other
explanatory information.

The directors of the Company are responsible for the preparation of
consolidated financial statements that give a true and fair view in
accordance with Hong Kong Financial Reporting Standards issued by
the Hong Kong Institute of Certified Public Accountants 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.

East Asia Sentinel Limited
fiig mn € GBS A PR A

Certified Public Accountants

22/F, Tai Yau Building
181 Johnston Road
Wanchai, Hong Kong

Tel : +852 2521 2328
Fax : +852 2525 9890

www.EastAsiaSentinel.com
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Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion
solely to you, as a body, in accordance with section 90 of the
Bermuda Companies Act, and for no other purposes. We do not
assume responsibility towards or accept liability to any other person
for the contents of this report. We conducted our audit in accordance
with Hong Kong Standards on Auditing issued by the Hong Kong
Institute of Certified Public Accountants. Those standards require that
we comply with ethical requirements and plan and perform the audit
to obtain reasonable assurance about whether the consolidated
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditors’
judgement, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether due
to fraud or error. In making those risk assessments, the auditors
consider internal control relevant to the entity’s preparation of
consolidated financial statements that give a true and fair view in
order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as well
as evaluating the overall presentation of the consolidated financial
statements.

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

In our opinion, the consolidated financial statements give a true and
fair view of the financial position of the Group as at 31 March 2016,
and of its financial performance and cash flows for the year then
ended in accordance with Hong Kong Financial Reporting Standards
and have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.
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As explained in note 23 to the consolidated financial statements, the
carrying amount of interest in an associate, representing interest in
Smart Ascent Limited and its subsidiaries (the “Smart Ascent Group”),
is HK$333,866,000 as at 31 March 2016. The major asset held by the
Smart Ascent Group is the intangible asset in relation to an in-process
research and development project (the “In-process R&D") involving an
oral insulin product (the “Product”). The carrying amount of interest
in the associate is highly dependent upon further research and
development work required to be carried out, results of the clinical
trials, the successful launching of the Product and key assumptions to
be applied in preparing cash flow projection from the Product. Should
the outcome of the clinical trials and the launching of the Product be
unsuccessful, or the key assumptions applied in preparing the cash
flow projection from the Product turn out to be unrealised, material
adjustments may be required and consequently have an adverse effect
on the net assets and the results of the Group.

The consolidated financial statements of the Company for the year
ended 31 March 2015 were audited by another auditor who
expressed an unqualified opinion on those statements on 29 June
2015 with an emphasis of matter paragraph in relation to the
uncertainty of the successful launching of the Product which may
materially affect the carrying amount of the In-process R&D.

East Asia Sentinel Limited
Yim Wing Yee

Director

Practising Certificate No. P05906

Hong Kong
29 June 2016
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

AND OTHER COMPREHENSIVE INCOME

GEeEaMEMEZEKRER

For the year ended 31 March 2016 HZ=T—"F=A=1T—HIEFE

[

2016 2015
—EBE-XFE Z—ZT—AF
Notes HK$'000 HK$'000
Bt 5 FET FAET
Continuing operations BHEREEK
Revenue W25 7 142,201 128,833
Cost of sales 3 & Bl R (72,888) (77,776)
Gross profit E F 69,313 51,057
Other income H b U A 8 67,798 40,542
Other gains and losses, net Hab Wz R s BT8R 9 (33,606) (71,138)
Selling and distribution expenses HERDHEE R (42,359) (36,207)
Administrative expenses THER (27.368) (29,315)
Research and development expenses EE A — (1,613)
Share of results of an associate B — A E AR EE 23 (1,600) (1,534)
Effective interest expense on convertible AR ESRZ ERFER X
bonds 34 (4,688) (3,938)
Profit (loss) before taxation B EE R (EBE) 10 27,490 (52,146)
Taxation Fi1E 11 (90) (92)
Profit (loss) for the year from continuing SRS S VNS
operations (E18) 27,400 (52,238)
Discontinued operation CRIEREEK
Profit for the year from discontinued ERIEEEEBAREE R A
operation 14 607,543
Profit for the year NE E 5 A 555,305
Other comprehensive (expense) Hin2mH (B ) A
income
Item that may be reclassified subsequently H & i ¢ & %7 73 48 = 18 75 4
to profit or loss HH
Exchange differences arising on MEGINEBEE ZER
translation of foreign operations =5 4,521
Total comprehensive income for AEEZERAELE
the year 559,826
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME (CONTINUED)
REBEERHMEERE R (R)

For the year ended 31 March 2016 BZ =T —"XF=A=+—HIEFE

2016 2015
—E-XRE Z—T—HF
Notes HK$'000 HK$'000
Bt 5 FTHERT FHE T
Total comprehensive income (expense) LT ATEEZ2E KA
attributable to: (FX) #4858 -
Owners of the Company RARER A 25,359 568,594
Non-controlling interests FEE R #E 2 (5,839) (8,768)
19,520 559,826
Profit (loss) for the year attributable to KAaER ANELRFE
owners of the Company: A (E8) -
— from continuing operations —RERELCEEY (44,188)
— from discontinued operation —REERIEREER 609,645
565,457
(Loss) for the year attributable to non- IR EREGAFE
controlling interests (E#8)
— from continuing operations —REREBELEEYK (8,050)
— from discontinued operation —REERIEREEE (2,102)
(5,381) (10,152)
HK cents HK cents
AL AL
Earnings (loss) per share BREFN (EE) 15
From continuing and discontinued REFEREEIELESR
operations EYi
— Basic —HK 23.66
— Diluted —#E 23.66
From continuing operations REFELEER
— Basic —HAR (1.85)
— Diluted —#E (1.85)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
SERBRRR (iI

At 31 March 2016 RZZE— X F=A=1+—H

2016 2015
—E-RE ZEZ—HF
Notes HK$’000 HK$'000
Bt FHExT FH&T
NON-CURRENT ASSETS ERBEE
Investment properties KEYE 17 1,556 1,615
Property, plant and equipment ME - WENEE 18 161,911 175,930
Prepaid lease payments AT &R 19 10,155 10,879
Intangible assets mEE 20 1,807 1,807
Investments in convertible bonds IR EAEIRE 21 362,960 349,220
Available-for-sale investments AHHERE 22 — —
Interest in an associate R—EBE AR 2 ER 23 333,866 335,466
Amount due from an associate JE Y — B Bt A R SR IE 24 13,199 10,108
885,454 885,025
CURRENT ASSETS REEE
Inventories TE 25 5,924 17,050
Trade receivables B 5 EIREE 26 57,019 57,568
Deposits, prepayments and other B TEN RIE &H M FE UK
receivables I8 27 8,393 6,802
Available-for-sale investments AHHERE 22 3,012 —
Pledged bank deposits EIEFIRITER 28 20,053 19,971
Bank balances and cash SRITEHR LIRS 29 180,998 152,227
275,399 253,618
CURRENT LIABILITIES REAE
Trade and bills payables BHRMERRENEE 30 11,093 12,676
Accruals and other payables TR B R R H M BT RIE 31 68,614 66,134
Amount due to an associate JE S — B Bt A B FRIE 32 19,780 19,780
Tax payable eS8 15,695 18,590
115,182 117,180
NET CURRENT ASSETS REBEEFE 160,217 136,438
TOTAL ASSETS LESS CURRENT HEEBRRBAR
LIABILITIES 1,045,671 1,021,463
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION (CONTINUED)
e PBARRR(E)

At 31 March 2016 R=—ZE— R XF=A=1+—H

2016 2015
—E-XFE Z—T—AF
Notes HK$’000 HK$'000
B =E FHExT FH&T
NON-CURRENT LIABILITIES ERBEE
Deferred tax liabilities FEEFRIEEE 33 102 102
Convertible bonds IR E S 34 29,670 24,982
29,772 25,084
NET ASSETS EEFE 1,015,899 996,379
CAPITAL AND RESERVES EXR#E
Share capital % AR 35 23,900 23,900
Reserves & 993,349 967,990
Equity attributable to owners of RATHA ANEIE#ERS
the Company 1,017,249 991,890
Non-controlling interests JEIE AT RE S (o)) 4,489
TOTAL EQUITY EHBE 1,015,899 996,379

The consolidated financial statements on pages 45 to 163 were F45E13EZHARAMBHREENR T —X
approved by the Board of Directors on 29 June 2016 and were signed F XA T AKSE AT HUAT A

on its behalf by: TREESE
Xie Yi Wong Sau Kuen
EIE 3
DIRECTOR DIRECTOR
B BF
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
BAMBBH X ¢

For the year ended 31 March 2016 BZ_Z—RF=HA=1T—HILFE

3 & &8
Attributable to owners of the Company
ESNGE EoPN T
Foreign Convertible
currency bonds Non-
Share Share Capital Contributed translation Other equity Accumulated controlling
capital premium reserve surplus reserve reserve reserve profits Total interests Total
ARRES
BREA RGBE HAHE SARH ERRE HeRE EREE RiER ait FERER ait
HK$'000  HK$'000  HK$'000 HK$'000 HK$'000  HK$'000 HK$'000 HK$'000  HK$'000 HK$'000  HK$'000
TET FET FAL T FHT FTAT TR THT FHET FELT FTET
(Note a) (Note b) (Note )
(D)) (KizEb) (FizEc)
At 1 April 2014 RZT—MF
mA—H 23900 191,738 6,542 4,839 35,657  (545,728) 512,359 193,989 423,296 135,499 558,795
Profit (loss) for the year NEERH (BB) — — — — — — — 565,457 565,457 (10,152) 555,305
Exchange differences on REBNEBEE
translation of foreign ZERZE
operations — — — — 3,137 — — — 3,137 1,384 4,521
Total comprehensive income 2 & A (Fi %) #58
(expense) — — — — 3,137 — — 565,457 568,594 (8,768) 559,826
Derecognition/transfer upon (€ [f B8 22 7B 4% 1-
disposal of subsidiaries TR/ ER
(note 37) (B E37) — — — — — 545728 — (545,728) — (122,242)  (122,242)
At 31 March 2015 R-Z—R%F
=R=+—-8 23,900 191,738 6,542 4,839 38,794 — 512,359 213,718 991,890 4,489 996,379

Profit(loss) for the year REFHF (EE) 32,781 32,781 (5381) 27,400
Exchange differences on BHBHNEBEEZ

translation of foreign EXZER

operations (7,422) (7.422) (458) (7,880)
Total comprehensive income 2 & A (Fi %) #%8

(expense) (7,422) 32,781 25,359 (5,839) 19,520
At 31 March 2016 RZZB—REF

ZA=+—H 23,900 191,738 31,372 512,359 246,499 1,017,249 (1,350) 1,015,899

Notes: s

(a) In accordance with the relevant regulations in the People’s Republic of China (the “PRC”),  (a) REFEAREMB(FRE)BBEEHN  KNAF
all of the Company’s subsidiaries registered in the PRC are required to transfer BETHAERTEZMzZMERRAEGEBIBRE
part of their profit after tax to the capital reserve. Subject to certain restrictions set BEFEBEZERNFEE - ERERBIEEEE
out in the relevant PRC regulations and the articles of association of these PRC BAREERERBRRAE  HEEAXPEEFRE
subsidiaries, the capital reserve may be used to offset losses or for capitalisation as BIFTEE TR RZETEWNBE AR ZRMA 2
paid-up capital. RIR -

(b)  The contributed surplus of the Group represents the difference between the (b)) AKEZHABRBRAREBEANEER - NNF#E
nominal value of the share capital of the subsidiaries acquired pursuant to the TEAMBERBRARRA BERBEARAME
group reorganisation in 1999, over the nominal value of the share capital of the RMABRZEBTRAEBEZEZH -

Company issued in exchange thereof.

() Other reserve represented the excess of the consideration paid for acquisition of ()  Hfth EFHIEH WK E — M E A 7888 IME 2 M 2
additional interest in a subsidiary over the carrying amount of the net assets HZREBHAKBEREMEREGEEEFERNK
attributable to the additional interest acquired at the date of the acquisition. This BHACEREBE 2B REQTFEBBAMEE
excess of the fair value of the consideration over the carrying amount of the net BEFECEAHEZH > ERNKEBARERS
assets acquired has been debited directly to equity at the date of acquisition and HEENBRTREBEE_T—AF=A=+—HIHF
transferred to accumulated profits of the Group upon the disposal of the ERHEMBRARREREZEARAER Y A5 -
subsidiary during the year ended 31 March 2015. Details are disclosed in note 37 B AR S IS MR M S 37 B ER -
to the consolidated financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS
GERTRER

For the year ended 31 March 2016 BZ_Z—RF=HA=1T—HILFE

2016 2015
—E-RE —ET—HF
HK$'000 HK$'000
FER FHE T
CASH FLOWS FROM OPERATING REZHZHERE
ACTIVITIES
Profit (loss) before taxation BB A E F (B 18)
— continuing operations —RBBEEEED 27,490 (52,146)
— discontinued operation —ERIEREER = 607,543
Adjustments for: FELATIER -
Depreciation of investment properties REMEZIE 59 59
Amortisation of prepaid lease payments T8 {70 & < 3k 7 # 54 243 249
Depreciation of property, plant and ME - BERKH2ITE
equipment 6,235 5,970
Gain on disposal of property, plantand &Y% - BE &R E 2 d S
equipment, net HEE (68) —
Allowance for bad and doubtful debts, RIEEREEHFHE
net 9,004 12,920
Impairment on other receivables H A i W 3R IE R (B 717 —
Allowance for inventories FEBME 713 1,149
Gain on disposal of subsidiaries HEWB QR = — (611,867)
Share of results of an associate FEAR — R E AR EE 1,600 1,534
Change in fair value of derivative AMREFERENTEIESR S 2
component of investments in NTEES
convertible bonds 23,953 58,218
Effective interest income on investments  AI IR E S IR E 2 BB F E WA
in convertible bonds (62,718) (37,245)
Effective interest expense on convertible  RIIESHRZ EEREF B M X
bonds 4,688 3,938
Imputed interest income on amount due  JEU —RIB$ & AR RIB L HE
from an associate A B YA (3,091) (1,647)
Interest income F B WA (831) (1,012)
Operating cash flows before movementin &BEE S E# A 2 KL HE SR E
working capital 7,994 (12,337)
Decrease (increase) in inventories FEERL (L) 10,413 (9,202)
Increase in trade receivables B 5 e W BR ZE N (8,455) (2,651)
Increase in deposits, prepayments and g~ FE FE K H b fE W sk 18
other receivables 1% 40 (2,308) (129)
Decrease in trade and bills payables B 5 ER BRI N B ZE R (1,583) (38)
Increase in accruals and other payables TE1R B A I H & T R IE G 0 2,530 3,123
Cash generated from (used in) operations ZEE4 (EH) 2R e 8,591 (21,234)
Income tax paid B ER (2,317) (2,253)
NET CASH GENERATED FROM RETHELE (KR ZREFH
(USED IN) OPERATING ACTIVITIES (23,487)
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CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)

RERTRER(E)

For the year ended 31 March 2016 HZ=ZT—"F=A=1+—HIEFE

UL

2016 2015
—E-RE ZE—hF
HK$°000 HK$'000
FExT FHET

CASH FLOWS FROM INVESTING
ACTIVITIES

Interest income received from convertible
bonds

Interest income received

Purchases of available-for-sale financial
assets

Proceeds from disposal of property, plant

REEZHELEZREETRE

AR ES 2 B UWF B YA
25,025 —
B2 UH B A 831 1,012
BEAHIESRHEE
(3.012) —
HEWE  WERRHEMNERE

and equipment 10,632
Purchases of property, plant and BEWME BELEE

equipment (4,596)
Advance to an associate BRI S NETE- N (6)
Net cash inflows upon disposal of HEMBARIZESRANEE

subsidiaries (note 37) (FF5E37) 64,647
Increase in pledged bank deposits B IR 1T 7 F 3G 0 (152)
NET CASH GENERATED FROM RETBHELEZRSFEE

INVESTING ACTIVITIES 71,537
NET INCREASE IN CASH AND CASH ReRBRcEHEBEEMSEE

EQUIVALENTS 48,050
EFFECT ON FOREIGN EXCHANGE RATE /Nl EXRSFH &

CHANGES 481
CASH AND CASH EQUIVALENTS AT FHzHELESZEEH

BEGINNING OF YEAR 152,227 103,696
CASH AND CASH EQUIVALENTS AT FHRZ2ESLESZEIER

END OF YEAR

— represented by bank balances and —ARIT# 88 R ER 2 5 R

cash 180,998 152,227
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For the year ended 31 March 2016 BZ_Z—RF=HA=1T—HILFE

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

The Company is an investment holding company. The principal
activities of its subsidiaries and an associate are set out in notes
42 and 23 respectively to the consolidated financial statements.

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

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

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

AR RBEBREFMAZZBRA
Al HRORBEBBEISHABERA
AI([BEZFT)) ER e HaEftiit s
B 3 31k 52 7 Clarendon House, 2 Church
Street, Hamilton HM 11, Bermuda ° & =+
ZEEWBUREEHAFREE
9795% KX & ¥ 12 X K & 2218 2206-08

=
£z °

ARARB—EREZERRA - HHB
NEN—HBERB 2 ERERHD R
HRRA M B HRARM T2 %23 -

ARARzeeEERET(ET]
HIEAMBHRR 22 EHEMER -

HEFEAMBRRTEBREE G
rg((EEestmagERZRE
ERBBMBREEL (T MR
SEA D (ERGEEEMAERZE
AEEMBRE LD RS EA
(IFBErEADERE) BEAR
S RAAREBRAGIZERRE
MEMMBE - WFHREPHERENA
BMRAES LMRNZERKER
EeWEHEAMBHERRIDZEL KA
EBHEE RATEFEZETS
BT ARSI SN T A &5 BR
ZIRRE o

RTERRFTEBHHH2EERR
BHRFR 5P HEEEMRE S EZE

Al

oy
BEAINZER  MAMZERB
EEERDASRAEREMEER
EfhE e REHBEESBEZAFE
B AEBEEEZSTH2EER
HERNYEERABETCERMERE
PEEXRBBEZHE - RZSHRAY
BREPEAER IEEREZA
FEDREEEET  HIATS&ER
Hh: BREBTBREEBF25HIA
BHBMNRERIGERARD AR
RERZRG BREBSTELSE
17HEIHEI SRR ZAERS UK
HAEUEQAFEFEXELRAUZER
WIEAFE - FINEBSTELF 25
[FE|IzaA 2R FEIE B2 %L
BRI EERBEI2EHEE-
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For the year ended 31 March 2016 HZ=ZT—"F=A=1+—HIEFE

T

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

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

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

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

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

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

BN M BHEME - AFEFE
DREBEAFEFEZHABEZAR
EREGABBEHAFEFEER
CEEUMARE— ZH=F - F
(CRUNNE

— S RABABEERFEANE
RAESZERMS LHAREE
HKBEZHE(TERAE)

— F_ABABERFEF-AMER
WEUIN REEXBBATER
SHEEBRIBASE R

— FZRBABEERNEEXAE
Z A BRGABUE -

RENEEEMBRREEAZER
BRABERENTX -BREBHAN
REBREMEBLAEFERNER
FER °

RENEBEUMBREERNZHEA M
BHREBERETERNGHEF - T
FEEEENERASESFIREZ
BERELHE - FRSEHEHE
MENSE G ERRBE
ROBRNGEE 2 BRI E4HE -
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For the year ended 31 March 2016 HZ—=

(@) New and amended standards adopted by

the Group

The Group has adopted the following amendments to
standards effective 1 January 2015 for the first time for
the Group’s financial year beginning on or after 1 April
2015:

Amendment to HKAS 19 on contributions from employees
or third parties to defined benefit plans. The amendment
distinguishes between contributions that are linked to
service only in the period in which they arise and those
linked to service in more than one period. The amendment
allows contributions that are linked to service, and do not
vary with the length of employee service, to be deducted
from the cost of benefits earned in the period that the
service is provided. Contributions that are linked to
service, and vary according to the length of employee
service, must be spread over the service period using the
same attribution method that is applied to the benefits.

Amendments from annual improvements to HKFRSs
2010-2012 Cycle, on HKFRS 8 “Operating segments”,
HKAS 16 “Property, plant and equipment” and HKAS 38
“Intangible assets” and HKAS 24 “Related party
disclosures”.

Amendments from annual improvements to HKFRSs
2011-2013 Cycle, on HKFRS 3 “Business combination”,
HKFRS 13 “Fair value measurement” and HKAS 40
"“Investment property”.

EXTRAWELL PHARMACEUTICAL HOLDINGS LIMITED fEEZEFEZRERA A
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For the year ended 31 March 2016 HZ=ZT—"F=A=1+—HIEFE

O

(a) New and amended standards adopted by @ A~EECHEMNZHITRK
the Group (Continued) & 5T 2E Bl ()
The adoption of the improvements made in the 2010- KW —_E—EFE2_T—_FA
2012 Cycle has required additional disclosures in the B FEMCERE D M EF1E
segment note. Other than that, the application of these AN T - BRI 29 MARFEE
amendments to HKFRSs in the current year has had no ERZESEEAMEREELEL 2B
material impact on the Group'’s financial performance and SIRBAEERRNANERERBEE
positions for the current and prior years and/or on the EvHMBERARRIAE XiZE
disclosures set out in these consolidated financial GAMBHRRMEZEEER T
statements. mBEATE-
Other standards, amendments and interpretations which RZE—RF—HA—Hs( 2%
are effective for the financial year beginning on or after 1 B BFEELERZEmAER -
January 2015 are not material to the Group. BT RZABHAERYTEE -
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For the year ended 31 March 2016 HZ=ZT—"F=A=1+—HIEFE

(b) New standards and interpretations not yet

adopted

A number of new standards and amendments to
standards and interpretations are effective for annual
periods beginning on or after 1 January 2016, and have
not been applied in preparing these consolidated financial
statements. These include the following new standards
which may be relevant to the Group:

Effective for
annual periods
beginning on or

after
Amendments to HKAS 1 “Disclosure 1 January 2016
Initiative”
Amendments to HKAS 16 and HKAS 1 January 2016
38 “Clarification of Acceptable
Methods of Depreciation and
Amortisation”
Annual Improvements 2012-2014 1 January 2016
Cycle “Amendments to
a number of HKFRSs”
Amendments to HKAS 27 “Equity 1 January 2016
Method in Separate Financial
Statements”
HKFRS 15 “Revenue from contracts 1 January 2018
with customers”
HKFRS 9 “Financial instruments” 1 January 2018
HKFRS 16 “Leases” 1 January 2019

Amendments to HKAS 1 “Disclosure Initiative”

The amendments to HKAS 1 “Presentation of Financial
Statements” give some guidance on how to apply the
concept of materiality in practice.

EXTRAWELL PHARMACEUTICAL HOLDINGS LIMITED fEEZEFEZRERA A
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For the year ended 31 March 2016 HZ=ZT—"F=A=1+—HIEFE

(b) New standards and interpretations not yet

adopted (Continued)

Amendments to HKAS 1 “Disclosure Initiative”
(Continued)

The amendments to HKAS 1 are effective for annual
periods beginning on or after 1 January 2016. The
directors of the Company do not anticipate that the
application of these amendments to HKAS 1 will have a
material impact on the amounts recognised in the Group’s
consolidated financial statements.

Amendments to HKAS 16 and HKAS 38
“Clarification of Acceptable Methods of
Depreciation and Amortisation”

Amendments to HKAS 16 and HKAS 38 clarify the
principle in HKAS 16 and HKAS 38 that revenue reflects a
pattern of economic benefits that are generated from
operating a business (of which the asset is part) rather
than the economic benefits that are consumed through
the use of the asset. As a result, a revenue-based method
cannot be used to depreciate property, plant and
equipment and may only be used in very limited
circumstances to amortise intangible assets. The
amendments are to be applied prospectively. The
amendments are not expected to have any impact on the
financial position or performance of the Group upon
adoption on 1 April 2016 as the Group has not used a
revenue-based method for the calculation of depreciation
of its non-current assets.

Annual Improvements to HKFRSs 2012-2014
Cycle

The Annual Improvements to HKFRSs 2012-2014 Cycle
include a number of amendments to various HKFRSs,
which are summarised below.

(b) 1 RERAN 2 ¥ 5] ZE QI K 52
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For the year ended 31 March 2016 HZ—=

(b) New standards and interpretations not yet

adopted (Continued)

Annual Improvements to HKFRSs 2012-2014
Cycle (Continued)

The amendments to HKFRS 5 introduce specific guidance
in HKFRS 5 for when an entity reclassifies an asset (or a
disposal group) from held for sale to held for distribution
to owners (or vice versa). The amendments clarify that
such a change should be considered as a continuation of
the original plan of disposal and hence requirements set
out in HKFRS 5 regarding the change of sale plan do not

apply.

The amendments also clarify the guidance for when held
for distribution accounting is discontinued.

The amendments to HKFRS 7 provide additional guidance
to clarify whether a servicing contract is continuing
involvement in a transferred asset for the purpose of the
disclosures required in relation to transferred assets.

The amendments to HKAS 19 clarify that the rate used to
discount post-employment benefit obligations should be
determined by reference to market yields at the end of
the reporting period on high quality corporate bonds. The
assessment of the depth of a market for high quality
corporate bonds should be at the currency level (i.e. the
same currency as the benefits are to be paid). For
currencies for which there is no deep market in such high
quality corporate bonds, the market yields at the end of
the reporting period on government bonds denominated
in that currency should be used instead.

The directors of the Company do not anticipate that the
application of these amendments will have a material
effect on the amounts recognised in the consolidated
financial statements of the Group.

—RNF=R=1t—HILFE

(b)
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For the year ended 31 March 2016 HZE - —"F=A=+—HILFE

(b) New standards and interpretations not yet

adopted (Continued)

Amendments to HKAS 27 “Equity Method in
Separate Financial Statements”

The amendments allow an entity to apply the equity
method in accounting for its investments in subsidiaries,
joint ventures and associates in its separate financial
statements.

HKFRS 15 “Revenue from Contracts with
Customers”

HKFRS 15 was issued which establishes a single
comprehensive model for entities to use in accounting for
revenue arising from contracts with customers. HKFRS 15
will supersede the current revenue recognition guidance
including HKAS 18 “Revenue”, HKAS 11 “Construction
Contracts” and the related Interpretations when it
becomes effective.

The core principle of HKFRS 15 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 or services.
Specifically, the Standard introduces a 5-step approach to
revenue recognition:

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

o Step 2: Identify the performance obligations in the
contract

o Step 3: Determine the transaction price

o Step 4: Allocate the transaction price to the
performance obligations in the contract

o Step 5: Recognise revenue when (or as) the entity
satisfies a performance obligation

(b)
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For the year ended 31 March 2016 HZ=ZT—"F=A=1+—HIEFE

(b) New standards and interpretations not yet

adopted (Continued)

HKFRS 15 “Revenue from Contracts with
Customers” (Continued)

Under HKFRS 15, an entity recognises revenue when (or
as) a performance obligation is satisfied, i.e. when
‘control’ of the goods or services underlying the particular
performance obligation is transferred to the customer. Far
more prescriptive guidance has been added in HKFRS 15
to deal with specific scenarios. Furthermore, extensive
disclosures are required by HKFRS 15. The directors are in
process of assessing the impact on the application of
HKFRS 15. However, it is not practicable to provide a
reasonable estimate of the effect of HKFRS 15 until the
Group performs a detailed review.

HKFRS 9 “Financial Instruments”

HKFRS 9 issued in 2009 introduced new requirements for
the classification and measurement of financial assets.
HKFRS 9 was subsequently amended in 2010 to include
requirements for the classification and measurement of
financial liabilities and for derecognition, and in 2013 to
include the new requirements for general hedge
accounting. Another revised version of HKFRS 9 was
issued in 2014 mainly to include (a) impairment
requirements for financial assets and (b) limited amendments
to the classification and measurement requirements by
introducing a ‘fair value through other comprehensive
income’ (FVTOCI) measurement category for certain
simple debt instruments.
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(b) New standards and interpretations not yet

adopted (Continued) - 1¢))

HKFRS 9 “Financial Instruments” (Continued) EHBUBBEEREIFR £
AT A ()

Key requirements of HKFRS 9: ERMBRELENFEIR 2T E
HE

all recognised financial assets that are within the
scope of HKAS 39 “Financial Instruments:
Recognition and Measurement “ are required to be
subsequently measured at amortised cost or fair
value. Specifically, debt investments that are held
within a business model whose objective is to collect
the contractual cash flows, and that have
contractual cash flows that are solely payments of
principal and interest on the principal outstanding
are generally measured at amortised cost at the end
of subsequent accounting periods. Debt instruments
that are held within a business model whose
objective is achieved both by collecting contractual
cash flows and selling financial assets, and that have
contractual terms that give rise on specified dates to
cash flows that are solely payments of principal and
interest on the principal amount outstanding, are
generally measured at FVTOCI. All other debt
investments and equity investments are measured at
their fair value at the end of subsequent accounting
periods. In addition, under HKFRS 9, entities may
make an irrevocable election to present subsequent
changes in the fair value of an equity investment (that
is not held for trading) in other comprehensive
income, with only dividend income generally
recognised in profit or loss.
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(b) New standards and interpretations not yet
adopted (Continued)

HKFRS 9 “Financial Instruments” (Continued)
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