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CHARACTERISTICS OF THE GROWTH
ENTERPRISE MARKET (“"GEM") OF THE STOCK
EXCHANGE OF HONG KONG LIMITED (THE
"STOCK EXCHANGE")

GEM has been positioned as a market designed to accommodate
companies to which a higher investment risk may be attached
than other companies listed on the Stock Exchange. Prospective
investors should be aware of the potential risks of investing in
such companies and should make the decision to invest only after
due and careful consideration. The greater risk profile and other
characteristics of GEM mean that it is a market more suited to

professional and other sophisticated investors.

Given the emerging nature of companies listed on GEM, there is
a risk that securities traded on GEM may be more susceptible to
high market volatility than securities traded on the Main Board of
the Stock Exchange and no assurance is given that there will be a

liquid market in the securities traded on GEM.

Hong Kong Exchanges and Clearing Limited and The Stock
Exchange of Hong Kong Limited take no responsibility for the
contents of this report, make no representation as to its accuracy
or completeness and expressly disclaim any liability whatsoever for
any loss howsoever arising from or in reliance upon the whole or

any part of the contents of this report.

This report, for which the directors (the “Directors”) of Hua Xia
Healthcare Holdings Limited (the “Company”) collectively and
individually accept full responsibility, includes particulars given in
compliance with the Rules Governing the Listing of Securities on
the GEM of the Stock Exchange (the "GEM Listing Rules”) for the
purpose of giving information with regard to the Company. The
Directors, having made all reasonable enquiries, confirm that, to
the best of their knowledge and belief the information contained
in this report is accurate and complete in all material respects and
not misleading or deceptive, and there are no other matters the
omission of which would make any statement herein or this report

misleading.

ERBAEXSMARLTE ([BX
Frl)glsm ([RIKIR]) ZHE

AIERARERABBEMREXA LT 2T
REZrARELETZTE - BEREZAL
FETHZENRZETRR LREBEER
HZERARNFHRERE AIXERZESA
fRHEMSERTAXERBESEXERAIME
REEREE-

HREIEMREm 2 A RBEHEMLE - ERIZER
= BEUREREMIAEIREEZES
m%&iﬂﬂ[‘ﬁ’ﬂﬂ%xﬂ\,ﬂ% el
ErEEaRBEzmE -

BEEBXEREENERAAUREEHERS
FERRAGHAFECABHTEE HAE
ML T BTN T RN E S - I T
BT B AR E 2B AT 7 A B TELE
B G HEZE RN B M 5202 (F R KRS EMNE
(Fo

FIRETIREHTEIERES LTHHRR ([A
R LTHRR ) BREHEEEREEBERL
A(ERA)ZEHN FARAZEEE([E
FE)ERABEZABRE RS AEZEE
F-REFEFL —IEBEEHNERER BK
EHRARHENS Ztiﬁiﬁi%fzﬁ#%%i)t
FEGEER TR HERE LA
Iﬁ%%ﬁ@ﬁﬁ@%ﬁ'&ﬁlﬁ%ﬁiﬁff
1B 4 B A 3 5 B Flr k28 o

EEBEFEEARL S '|
#£$2011/2012



Contents

B

Corporate Information

RAEH

Chairman’s Statement

ERW|E

Management Discussion and Analysis
EEENWE DN

Directors’ and Senior Management’s Profiles

ESREREEANERHE

Corporate Governance Report
EEERRE

Report of the Directors

Exgws

Independent Auditors’ Report
B 3L %% BT ] =

Consolidated Statement of Financial Position

RE IR R

Statement of Financial Position

B # AR R

Consolidated Statement of Comprehensive Income

REZHEBERR

Consolidated Statement of Changes in Equity
FERREHX

Consolidated Statement of Cash Flows

FERERER

Notes to the Financial Statements

B R AR B A

Financial Summary

MEEE

2 HUA XIA HEALTHCARE HOLDINGS LIMITED
ANNUAL REPORT 2011/2012

15

18

28

49

52

54

56

58

60

62

172




EXECUTIVE DIRECTORS

Yung Kwok Leong (Chairman and Chief Executive Officer)
Jiang Tao (Deputy Chief Executive)

Weng Jiaxing (Deputy Chief Executive)

Zheng Gang

Huang Jiaging

Chen Jin Shan

NON-EXECUTIVE DIRECTOR

Wong Yu Man, James

INDEPENDENT NON-EXECUTIVE DIRECTORS
Wong Ka Wai, Jeanne

Hu Shanlian

Lu Chuanzhen

COMPLIANCE OFFICER
Yung Kwok Leong

AUTHORISED REPRESENTATIVES
Yung Kwok Leong
Zheng Gang

COMPANY SECRETARY

Lam Williamson

AUDIT COMMITTEE
Wong Ka Wai, Jeanne (Chairlady)
Hu Shanlian

Lu Chuanzhen

REMUNERATION COMMITTEE
Wong Ka Wai, Jeanne (Chairlady)

Zheng Gang

Hu Shanlian

Lu Chuanzhen

NOMINATION COMMITTEE
Yung Kwok Leong (Chairman)

Wong Ka Wai, Jeanne

Hu Shanlian

Lu Chuanzhen

Corporate Information

BiTES

SER (TERTHAR)
BB (FREER)
BB (77HEER)
%358

EME

e

FHITES
IHER

BIFRITES
EES
HEY
S8

EREE

HE=

BiEAE
5858

LFRE
tha e

ERERE
BEEH (ZF)
&

B8R

FHER®
BEEH (ZF)
5358

HEH

28R

REEZRE
BER (EF)
EES
HEY
S8

L

EEBEFEEARL S 3
#£$2011/2012



Corporate Information
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Chairman’s Statement

ITRHE

For and on behalf of the board of directors (the “Board”) of Hua
Xia Healthcare Holdings Limited (the “Company”), | am pleased
to present the annual report of the Company and its subsidiaries
(collectively the “Group”) for the year ended 31 March 2012.

FINANCIAL REVIEW

During the year, the Group continued to see increase in our
revenue and earnings owing to the increasing market demand
for the provision of hospital services and pharmaceutical products
in the People’s Republic of China (the “PRC"). Turnover of the
Group for the year was approximately HK$1,835.776 million in
comparison with HK$1,463.711 million in 2011. Gross profit of
the Group was approximately HK$235.213 million in comparison
with HK$189.590 million in 2011. Net profit attributable to the
owners of the Company was approximately HK$49.666 million
in comparison with HK$31.456 million in 2011. The concerted
efforts of the Group have noticeably improved the profitability in

our operations.

OPERATION REVIEW

During the year ended 31 March 2012, we have seen the further
strengthening of our hospital operations and the pharmaceutical
wholesales, distribution and retail chain businesses operations in

competitiveness.

As a result of the implementation of the healthcare reform
measures and the PRC Government mandated reform of
healthcare standards on a national basis, the revenue from the
wholesale and distribution of pharmaceutical products to hospitals
in Fujian Province has steadily grown, thus gaining more market
share and having further strengthened the Group’s position in
the PRC's healthcare industry. The Group’s pharmaceutical retail
chain business in Fujian Province has continued to be ranked as a
top brand in terms of competitiveness and growth potential in the

PRC, allowing us to maintain our leading position in the province.
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As the economy continues to grow and the living standards have
substantially improved in the PRC, the medical care has become
further specialized to meet the various needs of the health care
of the citizens of PRC. Among them, the management considers
the hemodialysis market a fast growing and high-value medical
field which can become a growth driver for the Group. After
extensive market research and analysis, the Group has decided
to explore the potential growth of hemodialysis services through
cooperation. As the first step in this direction, on June 4 2012,
the Group entered into the joint venture agreement to set up a
new company. This joint venture company will be a vehicle for
investment in joint venture projects with potential PRC partner(s)
to develop and operate renal dialysis centers across the country.
This new segmented market is believed to fit the growth direction

to have a promising future.

APPRECIATION

I would like to take this opportunity to express my sincere
gratitude towards the hard work of our management team and
all our staff that have laid the strong foundation for the Group’s
success. My appreciation also goes to our fellow shareholders and
institutional investors for their continuous support and confidence
in the Group. The Group will endeavor to maintain market
leadership and actively seek new potential business opportunities

to reward our shareholders with prolific returns.

Yung Kwok Leong
Chairman and Chief Executive Officer

Hong Kong, 15 June 2012
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Management Discussion and Analysis

BB R RSN

FINANCIAL HIGHLIGHTS

Summary of the results of the Group for the financial year ended
31 March 2012 is as follows:

Total turnover was approximately HK$1,835.776 million
(2011: approximately HK$1,463.711 million), representing
a significant increase of 25.42% compared to the previous
year. The rise in the turnover was driven by the sales
from the pharmaceutical wholesale, distribution and
pharmaceutical retail chain businesses and the increase
demand for the provision of general hospital services in the
PRC.

Gross profit was approximately HK$235.213 million (2011:
approximately HK$189.590 million), rising about 24.06%

compared to the previous year.

Excluding the gain on disposal of subsidiaries, the operating
profit approximately HK$95.019 million (2011: operating
profit approximately HK$78.985 million, excluding the loss
on early redemption of promissory note and the gain on

disposal of subsidiaries), a 20.30% increase.

Net profit attributable to owners of the Company was
approximately HK$49.666 million (2011: approximately
HK$31.456 million), representing about over 50% increase

as compared to the previous year.

The Board does not recommend the payment of a final
dividend for the year ended 31 March 2012 (2011: Nil).

BUSINESS REVIEW

The Group is principally engaged in the provision of general

hospital services and pharmaceutical wholesale, distribution and

pharmaceutical retail chain businesses in the PRC.
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Management Discussion and Analysis

The results of the Group for the year ended 31 March 2012 have
shown improvement in turnover compared with the previous
year. Total turnover of the Group for the year was approximately
HK$1,835.776 million (2011: approximately HK$1,463.711
million). The turnover derived from the provision of general
hospitals and pharmaceutical wholesales,
pharmaceutical retail chain business soared 16.53% and 26.18%
to approximately HK$134.504 million and HK$1,701.272 million
as compared to 2011 respectively. Gross profit of the Group
maintained healthy growth which reached to approximately
HK$235.213 million during the year. (2011: approximately
HK$189.590 million).

distribution and

Net profit attributable to owners of the Company for the year
ended 31 March 2012 was approximately HK$49.666 million
(2011: approximately HK$31.456 million). The net profit was
mainly attributable to the pharmaceutical wholesale, distribution
and pharmaceutical retail chain businesses in the PRC.

Selling and distribution expenses for the year ended 31 March
2012 were approximately HK$78.500 million (2011: approximately
HK$60.498 million). This increase was related to the marketing
and promotional expenses incurred in the PRC.

Administrative expenses for the year ended 31 March 2012
amounted to approximately HK$74.049 million (2011:
approximately HK$61.451 million). The increases were mainly due
to the increase in numbers of staff and related staff costs for the
pharmaceutical wholesale, distribution and pharmaceutical retail
chain businesses in the PRC.

BUSINESS REVIEW AND OUTLOOK

General hospital services

As at 31 March 2012, the Group operates two general hospitals
in Chongging and Jiaxing and manages one general hospital
in Zhuhai city, principally engaged in the provision of general
hospital services, including but not limited to medical wards,
surgical wards, cosmetic surgery, dermatology and medical
checkup and examination. The management envisions more
diversified hospital services readily available to satisfy various
needs of the public in the next few years, from the common illness
treatments to the care of special and difficult disease. Therefore
we will continue to allocate resources to develop those services
either from our existing hospitals or through collaboration. The
total turnover contributed by these general hospitals for the year
ended 31 March 2012 was approximately HK$134.504 million
(2011: approximately HK$115.429 million).
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Management Discussion and Analysis

BB R RSN

Pharmaceutical wholesale, distribution and
pharmaceutical retail chain businesses

The Group engages in the wholesale, distribution of a broad range
of pharmaceutical products to hospitals, clinics and pharmacies
in Fujian Province, the PRC. The Group's pharmaceutical retail
chain operation has maintained the leading position in both retail
drug store numbers and comprehensive competitiveness within
Fujian Province, as ranked by the independent associations in the
PRC. The Group continues to allocate resources and to look for
business opportunities to expand the pharmaceutical wholesale,
distribution and retail chain businesses. The turnover contributed
by the pharmaceutical wholesale, distribution and pharmaceutical
retail chain businesses for the year ended 31 March 2012 was
approximately HK$1,701.272 million (2011: approximately
HK$1,348.282 million).

Future Prospects

The management of the Group continues to adapt to the
changing business environments through effective and efficient
measures and relies on its innovative two core businesses model
(i.e. general hospital operations and pharmaceutical products
businesses) for growth potential. The Group will actively look
for further development opportunities made available by the
continued healthcare reform and the second year of the 12th
Five Year Plan. The management is optimistic towards the fast
expanded market of healthcare supported by the continued
favourable policy and business environments of the central and
local governments in PRC.

With the Group's accurate market positioning, in 2012, our
hospitals will benefit tremendously from the outcomes of the
healthcare reform in the PRC, especially based on our solid
development of hospital management systems and well-trained
professionals. At the same time, further segmented service models
and medical specialties will help us build brand names and gain
more market shares while we should see further cost efficiency in
our hospitals to maximize profitability while we continue to look
for growth opportunities. The management considers the market
for hemodialysis is fast growing and high value for our hospital
services. As part of expansion strategies in the delivery of special
medical services, the Group has decided to explore the potential
growth of hemodialysis services through cooperation. This new
segmented market is believed to fit the growth directions and to
have a promising future.
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Management Discussion and Analysis

For the new fiscal year, the Group’s pharmaceutical wholesale and
distribution divisions will continue to rapidly grow by taking the
advantages of the favorable regional policies for the healthcare
which supports the consolidation of the present scattering
market. Cost controls and optimization will help us obtain much
better margins while the close alliance with large pharmaceutical
manufacturers for better brands will facilitate the market share
increase. The Group’s management is optimistic about the new
fiscal year and we will continue to grow as long as we have
firmly adhered to the strategies designed for the upswing in the

healthcare business in the PRC.

LIQUIDITY AND FINANCIAL RESOURCES

The Group had total cash and bank balances of approximately
HK$109.212 million as at 31 March 2012 (2011: approximately
HK$77.227 million).

The Group recorded total current assets of approximately
HK$624.332 million as at 31 March 2012 (2011: approximately
HK$516.621 million) and total current liabilities of approximately
HK$348.548 million as at 31 March 2012 (2011: approximately
HK$299.275 million). The current ratio of the Group, calculated
by dividing the current assets by the current liabilities, was
approximately 1.791 as at 31 March 2012 (2011: approximately
1.726).

CAPITAL COMMITMENTS
As at 31 March 2012 and 31 March 2011, the Group had no

material capital commitment.

ACQUISITION AND DISPOSAL OF SUBSIDIARIES
On 1 April 2011,
Pharmaceutical Company Limited, an indirectly wholly owned

Fujian Province Fuzhou City Huihao

subsidiary of the Company entered into an agreement with
independent third parties to acquire 100% of the entire issued
share capital of Hui Hao (Quanzhou) Medicine Limited and
identifiable asset and liabilities, for a total consideration of
RMB1,860,000 (equivalent to approximately HK$2,206,000).
The purpose for the acquisition is to continue expansion
of the Group’s pharmaceutical wholesale, distribution and

pharmaceutical retail chain business.
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Management Discussion and Analysis

BB R RSN

On 12 March 2012, Beiyi Renzhi (Beijing) Investment Consultancy
Limited (the “Beiyi Renzhi”), an indirectly wholly owned subsidiary
of the Company was deregistered. Beiyi Renzhi is engaged in

provision of general hospital services.

Details of the acquisition and disposal of subsidiary are disclosed
in the Note 35 and 36 to the consolidated financial statements

respectively.

CONTINGENT LIABILITIES

As at 31 March 2012, no member of the Group was engaged
in any litigation or arbitration of material importance and no
litigation or claim of material importance was known to the
directors to be pending or threatened against any member of the

Group.

FOREIGN EXCHANGE RISK

Since almost all transactions of the Group are denominated in
Renminbi and Hong Kong dollars and most of the bank deposits
are being kept in Renminbi and Hong Kong dollars to minimise
exposure to foreign exchange risk, the directors believe that there
is no significant foreign exchange risk to the Group. Therefore,
the Group had not implemented any formal hedging or other

alternative policies to deal with such exposure during the year.

CHARGES ON GROUP’S ASSETS

As at 31 March 2012, the Group had bank borrowings
outstanding balances and bill payables of approximately
HK$36.582 million and HK$45.693 million respectively. The
Group's pledged bank deposits, prepaid lease payments and
investment properties of approximately HK$22.847 million,
HK$4.39 million and HK$7.611 million respectively were pledged
as collateral to secure banking facilities granted to the Group and

independent third party.
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Management Discussion and Analysis

SEGMENT INFORMATION

During the year, in order to manage and review the performance
of the hospital related business more efficiently, operating
divisions for the provision of general hospital services and the
provision of healthcare and hospital management services was
combined into one single operation. The revenue of the Group
was principally generated from: (1) provision of general hospital
services and (2) pharmaceutical wholesale, distribution and
pharmaceutical retail chain businesses. Financial information
in respect of these operations is presented in Note 5 to the

consolidated financial statements.

CAPITAL STRUCTURE

As at 31 March 2012, the total issued share capital of the
Company was approximately HK$11.824 million (2011:
approximately HK$591.219 million) divided into 910,938,264
ordinary shares and 271,500,000 non-voting convertible
preference shares (2011: 672,438,264 ordinary shares and
510,000,000 non-voting convertible preference shares) of
HK$0.01 (2011: HK$0.50) each.

Details of movements in the share capital of the Company during
the year are set out in Note 17 to the consolidated financial

statements.

EMPLOYEES AND REMUNERATION POLICY

As at 31 March 2012, the Group had 1,626 (2011: 1,648) full
time employees (including directors) as shown in the following
table:
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Management Discussion and Analysis

BB R RSN

For the year ended 31 March 2012, staff costs (including directors
emoluments) amounted to approximately HK$79.350 million
(2011: approximately HK$61.984 million). The Group remunerates
its employees based on individual performance and qualification.
Apart from the basic remuneration, staff benefits include the
contribution to the Mandatory Provident Fund Scheme, bonus
and medical coverage in Hong Kong; and basic insurance for
the elderly, basic medical insurance, work injury insurance and
unemployment insurance to the employees in the PRC. The Group
also adopted employee share option scheme to provide eligible
employees a performance incentive for continuous and improved
services with the Group and to enhance their contributions to
increase profits by encouraging capital accommodation and share

ownership.

SUBSEQUENT EVENTS

On 4 June 2012, Hua Xia Renal Diagnosis Healthcare Investments
Limited (the “Hua Xia Renal”), a wholly owned subsidiary of the
Company has entered into a joint venture agreement with Taiwan
Renal Care Limited (the “Taiwan Renal”) and Mr. Chen Hong
Ling to establish the a joint venture company (the “Joint Venture
Company”) which will be owned as to 60% by Hua Xia Renal and
as to 40% be Taiwan Renal. The Joint Venture Company will be
a vehicle for investment in joint venture projects with potential
PRC partner(s) in relation to development and operation of renal

dialysis centres and provision of related service in the PRC.
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Directors’ and Senior Management’s Profiles

EXECUTIVE DIRECTORS

Mr. Yung Kwok Leong (“Mr. Yung”), aged 47, the Chairman of
the Board, being a registered economist in the Fujian Province in
the PRC, has over 20 years’ experience in corporate management
and investment in the healthcare and pharmaceutical sectors
in the PRC. Mr. Yung is currently the vice president of China
Federation of Overseas Chinese Entrepreneurs and Xin Jiang
Federation of Returned Overseas Chinese, as well as the chairman
of Hong Kong Putian Co. and the honorable chairman of Hong
Kong Puxian Native Association. Mr. Yung is also currently the
committee member of Putian City, Fujian Committee of Chinese
Political Consultative Conference. Mr. Yung was appointed as an
executive director of the Company, the Chairman of the Board
and Chief Executive Officer of the Company on 2 March 2005, 29
April 2005 and 26 March 2010 respectively.

Dr. Jiang Tao (“Dr. Jiang”), aged 56, holds a degree of doctor
of audiology from the Arizona School of Health Sciences of AT
Still University in the United States and two master’s degrees in
audiology and in special education from Lamar University of Texas
in the United States. He served as senior management in several
enterprises in USA, Canada and the PRC with over 15 years of
experience in senior management, consultancy and investment in
the PRC, Hong Kong, Canada and the United States. Dr. Jiang has
also established six enterprises in the PRC with Canadian capital.
He is currently the life time visiting Professor of the Kunming
Normal University and the visiting professor of Sichuan Foreign
Language University, formerly Assistant Professor of Dalhousie
University of Canada, Sichuan University, and Sun Yatsen Medical
University. Dr. Jiang was appointed as an executive director and
Deputy Chief Executive of the Company on 3 January 2007 and
26 March 2010 respectively.

Mr. Weng Jiaxing (“Mr. Weng"”), aged 36, holds a bachelor
degree in finance. Mr. Weng has over 10 years of managerial
experience in retail chain, healthcare and pharmaceutical
businesses. Mr. Weng was appointed as an executive director and
Deputy Chief Executive of the Company on 26 March 2010.

Mr. Zheng Gang (“Mr. Zheng”), aged 44, holds a master degree
in business administration from Cardiff Business School in the
United Kingdom and a bachelor degree in engineering from
Xiamen University in the PRC. Mr. Zheng has over 17 years of
management experience in finance, investment and trading. Mr.
Zheng was appointed as an executive director of the Company on
1 August 2007.
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EEREREBAERHE

Dr. Huang Jiaqing ("Dr. Huang”), aged 61, has over 30 years
of professional experience in the PRC's medical fields, including
clinical, preventive and emergency medicine. Dr. Huang has
served as hospital doctor, director of hospital’s emergency centre,
head of the sanitation and anti-epidemic department in hospital,
head of the hospital and medical administration bureau in the
PRC municipal government. To honour Dr. Huang's distinguished
expertise in the medical fields, he enjoys special subsidisation from
the State Council of the PRC. Dr. Huang is currently the executive
vice president of the Group. Dr. Huang was appointed as an

executive director of the Company on 30 July 2009.

Mr. Chen Jin Shan (“Mr. Chen"), aged 44, holds a bachelor
degree in finance and accounting in the PRC. Mr. Chen has over
15 years of accounting experience in private companies. He
had also been a project manager for more than 6 years in an
accounting firm. Mr. Chen was appointed as an executive director
of the Company on 25 April 2006.

NON-EXECUTIVE DIRECTOR
Dr. Wong Yu Man, James (“Dr. Wong”), aged 59, holds two

bachelor degrees in medicine and surgery from the University of
Hong Kong. Dr. Wong also holds a doctorate degree in medicine
from Freiburg University in Germany. He has over 29 years of
experience in medical and healthcare services in Hong Kong.
Dr. Wong was appointed as the non-executive director of the
Company on 20 March 2007.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Ms. Wong Ka Wai, Jeanne (“Ms. Wong"), aged 48, has over 25
years of experience in finance, accounting, taxation and corporate
affairs. She is a member of the Institute of Chartered Accountants
in Australia, a Certified Public Accountant of the Hong Kong
Institute of Certified Public Accountants, a member of the Society
of Trust and Estate Practitioner and the Certified Tax Advisor in
Hong Kong. Ms. Wong holds a bachelor degree in economics
from the University of Sydney, Australia. Ms. Wong is currently
the managing director of a private company providing consulting
and management services, a registered Insurance Agent, as well

as the chief financial officer of a local law firm and consultant of
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Directors’ and Senior Management’s Profiles

a local CPA firm. Ms. Wong is also currently an independent non-
executive director and a member of the remuneration committee
and the chairman of the audit committee of Hua Xia Healthcare
Holdings Limited and Phoenitron Holdings Limited which both
companies listed on the GEM of the Stock Exchange. Ms. Wong
was appointed as an independent non-executive director of the
Company on 1 November 2007.

Prof. Hu Shanlian (“Prof. Hu"), aged 75, is a professor in
Health Economics and has a Master degree in Science from the
London School of Tropical Medicine and Hygiene. At present, he
is the Director of Training Centre for Health Management and
Pharmacoeconomics Research and Evaluation Centre at School
of Public Health at Fudan University in the PRC. Prof. Hu is also
the Director of Health Development Research Centre in the
Shanghai Bureau of Health. Prof. Hu also held senior positions in
the National Health Economic Institution and China Network of
Training and Research in Health Economics and Financing between
1991 and 2005, which were supported by the Ministry of Health
of the PRC and World Bank respectively. Prof. Hu was appointed
as an independent non-executive director of the Company on 30
July 2009.

Prof. Lu Chuanzhen ("Prof. Lu”), aged 74, is a neurologist and
has over 50 years of medical professional experience. Prof. Lu
is currently the lifetime professor of Shanghai Huashan Hospital
in the PRC and a director in the World Health Organisation’s
Neuroscience Research and Training Centre. Prof. Lu was also the
chairman and director of the Institute of Neurology in Shanghai
Medical University, the chairman of the Chinese Association of
Neurology and chairman of the Shanghai association of Neurology
in the Chinese Medical Society. Prof. Lu also has an international
membership with New York Academy of Sciences. Prof. Lu was
appointed as an independent non-executive director of the
Company on 30 July 2009.

SENIOR MANAGEMENT

Mr. Lam Williamson (“Mr. Lam”), aged 37, joined the Group in
December 2007. Mr. Lam is the Group's chief financial officer and
company secretary of the Company. He has more than 10 years’
experience in finance and company secretarial functions. Mr. Lam
is a member of the Certified Practising Accountant in Australia
and also a fellow member of the Hong Kong Institute of Certified
Public Accountants.
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CORPORATE GOVERNANCE PRACTICES

Subject to the deviations as disclosed in this report, the
Company has complied with all the code provisions on Corporate
Governance Practices as set out in the GEM Listing Rules by
establishing formal and transparent procedures to protect and
maximise the interests of shareholders during the year under

review.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding directors’
securities transactions on terms no less exacting than the required
standard of dealings as set out in Rules 5.48 to 5.67 of the
GEM Listing Rules. Having made specific enquiry of all directors,
the directors have complied with such code of conduct and the
required standard of dealings and its code of conduct regarding
securities transactions by the directors throughout the year ended
31 March 2012.

BOARD OF DIRECTORS AND BOARD MEETING
The Board members for the year ended 31 March 2012 and up to

the date of this report were:

Executive directors:

Mr. Yung Kwok Leong (Chairman and Chief Executive Officer)
Dr. Jiang Tao (Deputy Chief Executive)

Mr. Weng lJiaxing (Deputy Chief Executive)

Mr. Zheng Gang

Dr. Huang Jiaging

Mr. Chen Jin Shan

Non-executive director:

Dr. Wong Yu Man, James
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Independent non-executive directors:
Ms. Wong Ka Wai, Jeanne
Prof. Hu Shanlian

Prof. Lu Chuanzhen

The Board is currently composed of six executive directors
(including the Chairman), one non-executive director and three
independent non-executive directors with a balance of skills and
experience appropriate for the requirements of the Group. The
Board is responsible for corporate strategy, annual and interim
results, succession planning, risk management, major acquisitions,
disposals and capital transaction, and other significant operational
and financial matters. Major corporate matters that are
specifically delegated by the Board to the management include
the preparation of annual and interim accounts for the Board
approval before public reporting, execution of business strategies
and initiatives adopted by the Board, implementation of adequate
systems of internal controls and risk management procedures, and
compliance with relevant statutory requirements and rules and

regulations.

The directors’ biographical information is set out on pages 15
to 17 of this Annual Report. All executive directors have given
sufficient time and attention to the affairs of the Group. Each
executive director has sufficient experience to hold the position as
to carry out his or her duties effectively and efficiently. There is no

relationship among the members of the Board.

The Company appointed three independent non-executive
directors who have appropriate and sufficient experience and
qualifications to carry out their duties so as to protect the interests
of shareholders. All of them have been appointed for a term
of one year from the date of appointment and will continue
thereafter until terminated by either party giving each other not
less than one month’s notice. Each director should be subject to

retirement by rotation at least once every three years.
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Pursuant to the requirements of the GEM Listing Rules, RIBAIER LR ZRE AAFASUWEF
the Company has received written confirmation from each BUFHTESHRERARRZB I M#HE 2
independent non-executive director of his independence to the HERZ-REZZEBIUMER AATARAEE
Company. Based on such confirmations of independence, the RBEVHHTEEYRBEILAL

Company considers all of the independent non-executive directors

to be independent.

The Board held a regular board meeting for each quarter to EEESEFEEHETER UBERMELRE

consider and approve the Group’s results announcement. BEE N

Details of the attendance of the meetings of the Board are as EZHFESESgR2HBOT:

follows:

Directors Attendance

¢ =

Mr. Yung Kwok Leong (Chairman and Chief Executive Officer) 2/4

REREE (FEFRTHES)

Dr. Jiang Tao (Deputy Chief Executive) 4/4

BEEL (fTEEEE)

Mr. Weng Jiaxing (Deputy Chief Executive) 1/4
SMBEE (1THEHEE)

Mr. Zheng Gang 4/4

B0 S 5 4

Dr. Huang Jiaging 1/4

BENEEE

Mr. Chen Jin Shan 4/4

FBR& Lkt

Dr. Wong Yu Man, James 1/4

ITHREE

Ms. Wong Ka Wai, Jeanne 4/4

-5 Jodun

Prof. Hu Shanlian 2/4

A& i RR

Prof. Lu Chuanzhen 2/4

BEEEHER

Apart from the above regular board meetings of the year, the BRTFALRCEEEEHEEN MEHAM
Board will meet on other occasions when a Board level decision on BREEEEERESEEEHEHRRE ES

a particular matter is required. PR
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Chairman and Chief Executive Officer

Code provision A.2.1 of the Code on Corporate Governance
Practice stipulates that the roles of chairman and chief executive
officer should be separate and should not be performed by the
same individual. The roles of Chairman and Chief Executive Officer
of the Company are not segregated and are exercised by the same
individual. Mr. Yung Kwok Leong serves as the Chairman of the
Board and Chief Executive Officer. The Board believes that vesting
the roles of the Chairman and the Chief Executive Officer in the
same person provides consistent and sustainable development of
the Group, strong and consistent leadership in the Company's

decision making and operational efficiency.

Non-executive Director

Code provision A.4.1 provides that non-executive director should
be appointed for a specific term and subject to re-election. The
Company’s non-executive director has been appointed for specific

term and subject to re-election.

REMUNERATION OF DIRECTORS

The remuneration committee was established on 3 June 2005 in
compliance with the code provision. The remuneration committee
consists of Mr. Zheng Gang, an executive director of the Company
and three independent non-executive directors, namely Prof. Hu
Shanlian, Prof. Lu Chuanzhen and Ms. Wong Ka Wai, Jeanne. On
27 March 2012, Mr. Zheng Gang has ceased to be the chairman
of the remuneration committee but remains a member of the
remuneration committee. Ms. Wong Ka Wai, Jeanne, has been

appointed as Chairlady of the remuneration committee on the

same day.
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The role and function of the remuneration committee include
the determination of the specific remuneration package of all
executive directors, including benefits in kind, pension rights and
compensation payments, including any compensation payable
for loss or termination of their office or appointment, and
making recommendations to the Board of the remuneration of
non-executive directors. The remuneration committee considers
factors such as salaries paid by comparable companies, time
commitment and responsibilities of the directors, employment
conditions elsewhere in the Group and desirability of

performance-based remuneration.

During the year ended 31 March 2012, no meeting was held but
resolutions in writing from the remuneration committee members
were passed to consider and approve the increase of emoluments

of an executive director.

NOMINATION COMMITTEE

The Company established the nomination committee pursuant
to a resolution of the Directors passed on 27 March 2012 with
written terms of reference as disclosed on the Company's website.
The primary duties of the nomination committee are to make
recommendations to the Board on the appointment of directors
and management of the Board’s succession, and to ensure that
the candidates to be nominated as directors are experienced, high
caliber individuals. The nomination committee consists of Mr.
Yung Kwok Leong an executive Director and three independent
non-executive Directors, namely Prof. Hu Shanlian, Prof.
Lu Chuanzhen and Ms. Wong Ka Wai, Jeanne. Mr. Yung Kwok

Leong is the chairman of the nomination committee.

The nomination committee shall meet at least once every year
for reviewing the structure, size and composition of the Board,
assessing the independence of the independent non-executive

Directors and other related matters.
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The nomination committee had not held any meeting since the BEREZZESNIBHEZ-Z——-F+=A
date of establishment of the nomination committee up to 31 =+-—HB REZESUEETEAZTE-R
December 2012. Subsequent to the period and up to the date HERBEZAFHRAMN REZEE2 8T —
of this annual report, one meeting was held by the nomination REZ URNESS LB - RAERMAK I
committee to review the structure, size and composition of the B UIHITESE B LML - IRBEEEER
Board, and to assess the independence of independent non- ERERZRZESESECHERIHNOT:
executive Directors. The attendance of the members of the

nomination committee at the nomination committee meeting is as

follows:
Attendance/Meeting
held subsequent to
the Period and
up to the date of
this annual report
ROEREEFEH
HRIZHERS
BEETEEMAE
Mr. Yung Kwok Leong (Chairman) 171
SEI=EE (£E)
Pro. Hu Shanlian 1/1
A BT
Pro. Lu Chuanzhen 171
BEEHE
Ms. Wong Ka Wai, Jeanne 11
¢ L $7gun
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AUDITORS’ REMUNERATION

During the year ended 31 March 2012, the fees paid or payable to
the auditors in respect of audit and non-audit services provided by

the auditors of the Group were as follows:

Nature of services

£ B B B &
RBE-F-—FZA=+-HLEFE BE
EERYEAREZBURFELRBC IR
NHFRUMBAMT :

Amount (HK$'000)

R¥EME SHE(THET)
Audit services 900
BEZRTE

Non-audit services 110
FEEZRIE

AUDIT COMMITTEE

The Company established an audit committee on 2 November
2001, with written terms of reference in compliance with rules
5.28 to 5.29 of the GEM Listing Rules and is disclosed on the
Company’s website. The primary duties of the audit committee
are: (i) to ensure the adequacy and effectiveness of the accounting
and financial controls of the Group; (ii) oversee the performance
of internal control systems and financial reporting process;
and (iii) monitor the integrity of the financial statements and
compliance with statutory and listing requirements and to oversee
independence and qualifications of the external auditors. The
audit committee comprises three members, including Ms. Wong
Ka Wai, Jeanne, Prof. Hu Shanlian and Prof. Lu Chuanzhen. All of
them are the independent non-executive directors. The chairlady
of the audit committee is Ms. Wong Ka Wai, Jeanne.
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The audit committee held four meetings during the year under
review. Details of the attendance of the audit committee meetings

are as follows:

Corporate Governance Report

/JE“&#\A%Ei

FHERERERMEEN LR TOREE
HELEEREEGEEZHENT

Members Attendance
(4] HEE
Ms. Wong Ka Wai, Jeanne 4/4
et T
Prof. Hu Shanlian 2/4
BB BT
Prof. Lu Chuanzhen 2/4
BEEHEK

The Group's unaudited quarterly and interim results and annual
audited results during the year ended 31 March 2012 have been
reviewed by the audit committee, which was of the opinion that
the preparation of such results complied with the applicable
accounting standards and requirements and that adequate

disclosure has been made.

The accounts for the year were audited by HLB Hodgson Impey
Cheng whose term of office will expire upon the forthcoming
annual general meeting. In March 2012, the practice of HLB
Hodgson Impey Cheng was reorganised as HLB Hodgson Impey
Cheng Limited. The Audit Committee has recommended to the
Board that HLB Hodgson Impey Cheng Limited be nominated for
appointment as the auditors of the Company at the forthcoming

annual general meeting.

INTERNAL CONTROLS

The Board is responsible for maintaining the Group’s internal
control and for reviewing the effectiveness of these controls.
Internal control systems are designed to meet the particular needs

of the Group and the risk to which it is exposed.

RBEZZ--F=ZA=1t-HLFE F&
Bz AEERFERTHRE UAREELE
FEE YELKHERZEESEHN -EXEES
ERA ZEXACEREASTHEIRRE
wE UCFHTDIKE-

AEEZRESHBEFHSTMBBMESL K
REERITZRRBFRE LEm-BEESE
MEXAR -2 -—F=ZREHAREHFHSES
MEBMERLAG BEREEGCHNESER
FRARFANBRTRRAFAELRES
ZEEFSHMEEMERIIVB/ARA 2K
LT

B &S 12
EFEABEBFEEIANED AR
EEZRET2EN - AMEZHERER
EECHKBERFEY 2 ABRRT-
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In consideration of the size of the Group, the Board does not
consider to establish an internal audit team at present. However,
the key control procedure established by the Group is a day-to-day
supervision of the business by the executive directors, supported
by the managers responsible for the operation and the key division
support functions of finance, information system and human
resources. Key elements of internal control described below have

been in place throughout the year under review:

- procedures for the approval of capital expenditure and

payments;

- regular financial information provided to management for

reviewing the Group's performance; and

- clearly defined management structure and line of

responsibility.

ACCOUNTABILITY AND AUDIT

The Board acknowledges its responsibility to prepare financial
statements for each financial year which give a true and fair view
of the state of affairs of the Group. The Board is not aware of any
material uncertainties relating to events or condition that might
cast significant doubt upon the Company’s ability to continue
in business. Accordingly, the Board has prepared the financial

statements of the Company on a going concern basis.

The Board also acknowledges its responsibility to present a
balanced, clear and understandable assessment in the Company'’s
annual, interim and quarterly reports, other price-sensitive
announcements and other financial disclosures required under the
GEM Listing Rules.
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COMMUNICATION WITH SHAREHOLDERS AND
INVESTORS

The Board believes that a transparent and timely disclosure
of the Group's information will enable shareholders and
investors to make the best investment decision and to have
better understanding on the Group's business performance
and strategies. It is also vital for developing and maintaining
continuing investor relations with the Company’s potential and

existing investors.

The Company maintains a website at “www.huaxia-healthcare.com”
as a communication platform with shareholders and investors, where
information and updates on the Group's financial information and

other information are available for public access.
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The directors have pleasure to present their annual report and the
audited financial statements of the Group for the year ended 31
March 2012.

DATE OF INCORPORATION
The Company was incorporated and registered as an exempted
company with limited liability in the Cayman Islands on 28 May

2001 under the Companies Law (Revised) of the Cayman Islands.

The shares of the Company were listed on the GEM of the Stock
Exchange on 10 May 2002.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company while its
subsidiaries are principally engaged in the provision of general
hospital services, pharmaceutical wholesale, distribution and
pharmaceutical retail chain businesses in the PRC. Details of the
principal activities of its subsidiaries are set out in Note 43 to the

consolidated financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

The Group's largest customer accounted for approximately 5.96%
of the Group's turnover and the Group’s five largest customers in
aggregate accounted for approximately 20.30% of the Group’s

turnover during the financial year.

For the year ended 31 March 2012, the aggregate amount
of purchases attributable to the Group’s five largest suppliers
represented approximately 29.25% of the Group’s total value
of purchases. The Group's largest supplier accounted for

approximately 8.99% of the Group’s total value of purchases.

None of the directors, their associates or any shareholder, which
to the knowledge of the directors owned more than 5% of the
Company’s issued share capital, had any interest in the share

capital of any of the five largest customers of the Group.
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RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 March 2012 and
the state of the Company’s and the Group's affairs as at 31 March
2012 are set out in the consolidated financial statements on pages
52 to 171.

The directors do not recommend the payment of a dividend.

SHARE CAPITAL
Details of the movements in share capital of the Company during
the year are set out in Note 17 to the consolidated financial

statements.

RESERVES

Details of the movements in the reserves of the Company and the
Group during the year are set out in Note 18 to the consolidated
financial statements and in the consolidated statement of changes

in equity respectively.

The Company had distributable reserves of approximately
HK$747.472 million as at 31 March 2012 (2011: approximately
HK$172.563 million).

Chapter 22 of the Cayman Islands, the share premium of the

Under the Companies Law (Revised)

Company is available for paying distributions or dividends to
shareholders subject to the provisions of its Memorandum and
Articles of Association and provided that immediately following
the distribution or dividend the Company is able to pay its debts
as they fall due in the ordinary course of business. In accordance
with the Company’s Articles of Association, dividends shall be
distributed out of the retained profits or other reserves, including

the share premium account, of the Company.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the

Group during the year are set out in Note 6 to the consolidated

financial statements.
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DIRECTORS
The directors of the Company during the year and up to the date

of this report were:

Executive directors:

Mr. Yung Kwok Leong (Chairman and Chief Executive Officer)
Dr. Jiang Tao (Deputy Chief Executive)

Mr. Weng lJiaxing (Deputy Chief Executive)

Mr. Zheng Gang

Dr. Huang Jiaging

Mr. Chen Jin Shan

Non-executive director:

Dr. Wong Yu Man, James

Independent non-executive directors:
Ms. Wong Ka Wai, Jeanne
Prof. Hu Shanlian

Prof. Lu Chuanzhen

In accordance with Article 87 of the Company's Articles of
Association, Mr. Yung Kwok Leong, Dr. Jiang Tao and Ms.
Wong Ka Wai, Jeanne, the executive directors and independent
non-executive director of the Company, will retire and, being
eligible, offer themselves for re-election at the forthcoming

general meeting.
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DIRECTORS’ SERVICES CONTRACTS

Mr. Yung Kwok Leong, the executive director of the Company and
chairman of the Board has signed a letter of appointment with the
Company for a period of one year commencing from 1 February
2007 which will continue thereafter until terminated by either
party giving to the other party not less than one month’s notice in

writing.

Dr. Jiang Tao has been appointed as an executive director by way
of a letter of appointment with the Company for a period of
one year commencing from 3 January 2007 which will continue
thereafter until terminated by either party giving to the other

party not less than one month’s notice in writing.

Mr. Weng Jiaxing has been appointed as an executive director by
way of a letter of appointment with the Company for a period of
one year commencing from 26 March 2010 which will continue
thereafter until terminated by either party giving to the other

party not less than one month’s notice in writing.

Mr. Zheng Gang has been appointed as an executive director by
way of a letter of appointment with the Company for a period of
one year commencing from 1 August 2007 which will continue
thereafter until terminated by either party giving to the other

party not less than one month’s notice in writing.

Mr. Chen Jin Shan has been appointed as an executive director
by way of a letter of appointment with the Company for a period
of one year commencing from 25 April 2006 which will continue
thereafter until terminated by either party giving to the other

party not less than one month’s notice in writing.

Dr. Huang Jiaging has been appointed as an executive director by
way of a letter of appointment with the Company for a period
of one year commencing from 30 July 2009 which will continue
thereafter until terminated by either party giving to the other

party not less than one month’s notice in writing.
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Dr. Wong Yu Man, James, has been appointed as the
non-executive director by way of a letter of appointment with the
Company for a period of one year commencing from 20 March
2007 which will continue thereafter until terminated by either
party giving to the other party not less than one month’s notice in

writing.

Ms. Wong Ka Wai, Jeanne, has been appointed as an independent
non-executive director by way of a letter of appointment with the
Company for a period of one year commencing from 1 November
2007 which will continue thereafter until terminated by either
party giving to the other party not less than one month’s notice in

writing.

Prof. Hu Shanlian and Prof. Lu Chuanzhen have been appointed
as independent non-executive directors by way of letters
of employment with the Company for a period of one year
commencing from 30 July 2009 which will continue thereafter
until terminated by either party giving to the other party not less

than one month's notice in writing.

Save as disclosed above, none of the directors has any service
contract with the Company or any of its subsidiaries which is not
determinable by the Group within one year without payment of

compensation, other than statutory compensation.

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed under the heading “Connected transactions”,
no contracts of significance in relation to the Group’s business 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.
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DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS IN SHARES, UNDERLYING SHARES
AND DEBENTURES

Disclosure of Interests

(a) Directors’ interests and short positions in the securities
of the Company and its associated corporations
As at 31 March 2012, the interests and short positions of
the Directors and chief executive of the Company in the
shares, underlying shares and debentures of the Company
or any of its associated corporation (within the meaning of
Part XV of the Securities and Futures Ordinance (“SFO"))
which were recorded in the register required to be kept by
the Company under Section 352 of the SFO, or otherwise
notified to the Company and the Stock Exchange pursuant
to the required standards of dealings by directors of the
Company as referred to in Rules 5.46 to 5.67 of the GEM

Listing Rules, were as follows:

(i) Interests in shares:
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Approximate

percentage

Nature Number of the total

Name of director of interest of shares Position issued shares
HEBT

L 3VEY

EENf BanKH™ EiRE R B BHES
Mr. Yung Kwok Leong Corporate interest (Note 1) 120,960,500 Long 13.28%
FE=EE ATIER (M) 120,960,500 LS} 13.28%
Personal interest (Note 2) 235,046,875 Long 25.80%

B AR (FfaE2) 235,046,875 Sy 25.80%

Mr. Weng Jiaxing Personal interest 1,406,250 Long 0.15%
S hn 4 AR 1,406,250 wE 0.15%
Mr. Zheng Gang Personal interest 2,000,000 Long 0.22%
R4 5t 4 B AR 2,000,000 ) 0.22%
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Note 1: These shares are held through Easeglory Holdings
Limited, a company incorporated in the British Virgin
Islands with limited liability, the entire issued share
capital of which is owned by Mr. Yung Kwok Leong.

Note 2: The 235,046,875 shares represent (i) the 136,546,875

shares beneficially owned by Mr. Yung Kwok Leong,
and (ii) the 98,500,000 convertible preference shares.

(i) Interests in share options under Post-IPO share option

MEEET -

M2 :

LERMTIEBZRBERER
DA (REBELEHSEMAR
U2ERLAEEFE -EE2HE
BITRAHSEREEESR -

235,046,875 R D15 (VB E
SEEBHERZ136,546,875
BRAR D 5 B (i) 98,500,0008% 7]
BBRELRK-

(i) BARAAHREZBRESZETZ

scheme: FEIR R
Number of
Exercise share options
Name of director Exercise period price granted Position
=% 4
EEfR T TR HBERENE B4
Mr. Yung Kwok Leong 30 September 2009 to HK$0.50 1,700,000 Long
29 March 2019
SE=RRE “EENFNAA=ZTRHEE 0.503 7T 1,700,000 ##&
—E-AF=ZRAZ=tNH
Dr. Jiang Tao 30 September 2009 to HK$0.50 800,000 Long
29 March 2019
BEREL “EENFNAA=ZTREE 0.503 7T 800,000 #&
—E-AF=RA=tNH
23 March 2010 to HK$1.12 1,563,380 Long
22 March 2015
—E-ZFZA-FT=HZE 1128 7T 1,563,380 #H&
—E-RFE=ZHA=+=H
1 January 2012 to HK$0.16 2,000,000 Long
31 December 2013
—E--%-A—-HEZE 0.165& 7T 2,000,000 #&

—E-=%t=A=t—H
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Number of

Exercise share options

Name of director Exercise period price granted Position
Btz
EEns TR fTER HBERkENE B4
Mr. Weng Jiaxing 23 March 2010 to HK$1.12 1,980,282 Long
22 March 2015
£ hn L S “E-ZEFZA-t+ZHE 11287 1,980,282 ##&
—E-HAF=ZA=+=H
1 January 2012 to HK$0.16 6,700,000 Long
31 December 2013
—E-"“F-A—-HE 0.1638 7T 6,700,000 #7#&

—E-=f+tZA=+—H

Mr. Zheng Gang 30 September 2009 to HK$0.50 800,000 Long
29 March 2019
R SR E “EBRAFARZTRHE 0.503% 7T 800,000 #&
—E-NF=A=tNA
23 March 2010 to HK$1.12 2,814,084 Long
22 March 2015
—E-ZF=ZRA-+=HEZE 1.12% 7 2,814,084 ¥R
—E-HEF=RA=Z+=H
1 January 2012 to HK$0.16 6,700,000 Long
31 December 2013
—E2--“H%-A—-BE 0.1658 T 6,700,000 &

—E-=f%t=HA=1+-H

Dr. Huang Jiaging 30 September 2009 to HK$0.50 1,000,000 Long
29 March 2019
BEMEEE “ERAFAARZ=TRE 0.503% 7T 1,000,000 ##&
—E-NAF=ZB=+NH
23 March 2010 to HK$1.12 312,676 Long
22 March 2015
—E-ZEFZA-+Z=HE 11287 312,676 H&
—E-RFE=RZ+ZH
1 January 2012 to HK$0.16 1,000,000 Long
31 December 2013
—E-ZH-F—-HE 0.1658 7T 1,000,000 #&

—E2-=%+-A=+-—H
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Number of

Exercise share options

Name of director Exercise period price granted Position
(=374
EEns TERY fTHERE HBERkENE A
Mr. Chen Jin Shan 30 September 2009 to HK$0.50 1,700,000 Long
29 March 2019
BR& ikt “EENAFNAA=ZTRE 0.503 7T 1,700,000 ##&
—E-RF=ZA=+NH
23 March 2010 to HK$1.12 2,084,507 Long
22 March 2015
—E-2F=-A-+=RE 112871 2,084,507 ##&
—E-HAFE=A=+=H
1 January 2012 to HK$0.16 6,700,000 Long
31 December 2013
—E--%-A—-BHE% 0.165& 7T 6,700,000 A&
—F-=%+=-A=+-—-H
Dr. Wong Yu Man, James 1 January 2012 to HK$0.16 1,000,000 Long
31 December 2013
THREBE —E-——-f-A—-HE 0.165& 7T 1,000,000 #&

—E-=F+=A=+-A

Save as disclosed above, as at 31 March 2012, none of the
directors nor the chief executive of the Company had any
interests or short positions in any shares, underlying shares or
debentures of the Company or any of its associated corporation
(within the meaning of Part XV of the SFO) as recorded in the
register required to be kept by the Company under Section 352
of the SFO, or otherwise notified to the Company and the Stock
Exchange pursuant to Rules 5.46 to 5.67 of the GEM Listing Rules.
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(b) Substantial shareholders’ interests and short positions (b) EEBRFERBRMORERAKHOZIEER R

in shares and underlying shares -

As at 31 March 2012, other than the interests of a director RZE-——F=A=+-8 KREX[TE
or chief executive of the Company as disclosed under the ERFETHRAERRG HEBRORE
heading “Directors’ and chief executive’s interests in shares, EECER | —HREERQARESERE
underlying shares and debentures” above, the interests ETBABZERZN UTALTRAAT
and short positions of persons in the shares and underlying BHOREBEROTHEEREZSEREE
shares of the Company as recorded in the register required RGIZE3I36MRBHA R R FE 2B LMAT
to be kept by the Company under Section 336 of the SFO HemaRKA:

were as follows:

Long positions in shares of the Company: EAFIERIRZEHE:
Approximate
percentage
Number of of the total
Name of shareholder shares Position Capacity issued shares
EHERTIRA
BEHZ
BREB Bin& A B 5 BHhEaakt
Easeglory Holdings Limited (Note 1) 120,960,500 Long Beneficial owner 13.28%
SZRERBRAR (M) 120,960,500 S, BEREBA 13.28%
Mrs. Yung Muk Ying (Note 1) 357,707,375 Long Interest of spouse 39.27%
SARELZ L (K 357,707,375 #E F B 39.27%
Rubyland Investments Limited 60,000,000 Long Beneficial owner 6.59%

(Note2)
Rubyland Investments Limited 60,000,000 e BERERA 6.59%
(FF&EE2)

Mr. Lau Kim Hung, Jack (Note 3) 66,900,000 Long Beneficial owner 7.34%
280 L% (MEE3) 66,900,000 ) EEEEA 7.34%
Mrs. Chan Yiu Kan, Katie (Note 3) 66,900,000 Long Interest of spouse 7.34%
FREE 2+ (MzE3) 66,900,000 ) Fi B R 2= 7.34%

EEBEFEEARL S 37
#£$2011/2012



Report of the Directors

EEEHE

(1) The issued share capital of Easeglory Holdings Limited is
100% beneficially owned by Mr. Yung Kwok Leong, an
executive director and the Chairman of the Board and Chief
Executive Officer of the Company. By virtue of her being
the spouse of Mr. Yung Kwok Leong, Mrs. Yung Muk Ying
is deemed to be interested in 120,960,500 shares held
by Easeglory Holdings Limited and 136,546,875 shares
and 1,700,000 share options and 98,500,000 convertible
preference shares beneficially held by Mr. Yung Kwok Leong in
personal capacity.

(2)  The issued share capital of Rubyland Investments Limited, a
company incorporated in the British Virgin Islands with limited
liability, is 100% beneficially owned by Mr. Lau Kim Hung,
Jack.

(3) The 66,900,000 shares represents (i) 60,000,000 shares
are held through Rubyland Investments Limited, which
is beneficially owned by Mr. Lau Kim Hung, Jack and (ii)
6,900,000 shares are held through by Bountiful Resources
limited, a company incorporated in British Virgin Islands with
limited liability which the entire issued share capital of which
is owned by Mr. Lau Kim Hung, Jack.

By virtue of her being the spouse of Mr. Lau Kim Hung,
Jack, Mrs. Chan Yiu Kan, Katie is deemed to be interested in
60,000,000 shares held by Rubyland Investments Limited and
6,900,000 shares held by Bountiful Resources Limited.

Save as disclosed above, as at 31 March 2012, the directors of
the Company were not aware of any other person (other than the
directors and chief executive of the Company) who had interests
or short positions in the shares or underlying shares of the
Company as recorded in the register required to be kept by the
Company under Section 336 of the SFO.

DIRECTORS’ RIGHTS TO ACQUIRE SECURITIES
Apart from as disclosed under the heading “Directors’ and chief
executive’s interests in shares, underlying shares and debentures”
above, at no time since incorporation of the Company were
rights to acquire benefits by means of the acquisition of shares
in or debentures of the Company or of any other body corporate
granted to any directors or their respective spouse or children
under 18 years of age, or were any such rights exercised by them;
or was the Company, its holding company or any of its subsidiaries
a party to any arrangement to enable the directors, their
respective spouse or children under 18 years of age to acquire
such rights in any other body corporate.
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SHARE OPTION SCHEMES

Pursuant to the ordinary resolution passed by the shareholders
in the annual general meeting held on 10 August 2011, the
Company announced that on 30 December 2011, 66,900,000
share options are offered to directors and employees of the
Group, for the primary purpose of providing incentives to them, to

subscribe for shares in the Company.

As at 31 March 2012, there were 111,189,064 outstanding share
options, of which, 237,777 and 110,951,287 share options were
granted pursuant to the respective Pre-IPO share option scheme
and Post-IPO share option scheme. Details of the outstanding

share options as at 31 March 2012 were as follows:

(i) Pre-IPO scheme
As at 31 March 2012, there were 237,777 outstanding share
options pursuant to the Pre-IPO scheme adopted on 20 April
2002. A breakdown setting out the number of outstanding
share options, their respective exercise price and respective

exercise period under the Pre-IPO scheme was as follows:
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WS B 4 AT &)
BERRR=-Z——FNBT+HBTZRRE
FRAELBBAZERRBR AQATAEM B
“E——F+ZA=tH MEXEEESEKE
E1#2 166,900,000 A RBE AR QB KRG 2BER
R LR EM A Lo

RZB-ZE=ZA=+-B HATE2
BB AEAS111,189,06410 HwH237,777f7 K
110,951,287 BRETI D BIRIBE X A&
EABRENEAREAAHRERERETE
B -BER-ZE—-F=ZA=+—-HEXT
FEREZFHFBOT:

() HEROMABEMND
R-ZZBE-——F=A=+—H RER=-F
Z_FNA -+ HEMNZERAFEBRER
STEIETH237, 77710 BB R E S RITE -
BAAFHBERGTEBETEHARTHEER

EHE HEBZTHEERTEHBHAN

T:

Number of
share options

outstanding

Categories of grantees Exercise period Exercise price HWERITEZ
3N )l TER TER MEENE
Former employee and 25 April 2002 HK$2.35 237,777
advisor of the Group to 24 April 2012
REEREERER™ “EECFEMACZTHAE 23587 237,777
—E--FNMAZ-+MAH
EFEREEERAT
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(ii) Post-IPO share option scheme (i) HROMBEEMRERD
As at 31 March 2012, there were 44,051,287 and RZEB-ZF=ZA=+—-RB REIHRN
66,900,000 outstanding share options pursuant to the —EEFMAZ+THAR=ZZE——FAN
Post-IPO scheme adopted on 20 April 2002 and 10 August BTHRMAZERXAHBRERTEET
2011 respectively. A breakdown setting out the number of B544,051,28713 }.66,900,00017 & f% f&
outstanding share options, their respective exercise price and EARITE - BRAHBEATEETEAR
respective exercise period under the Post-IPO scheme was as TEBREHE HEBEZTEERTE
follows: HRRRARZ0 T :

Number of

share options

outstanding

Categories of grantees Exercise period Exercise price HWERITEZ
3N ) fTER fTER MEENE
Directors

EE

Mr. Yung Kwok Leong 30 September 2009 to 29 March 2019 HK$0.50 1,700,000
SEREE “EEAFENR=TRE 0.50/ 7T 1,700,000

—E-AFE=ZAZ=Z+ANH

Dr. Jiang Tao 30 September 2009 to 29 March 2019 HK$0.50 800,000

BEEL —EEhRFENA=THZE 0.508 7T 800,000
—E-RFE=ZA=tTNH

23 March 2010 to 22 March 2015 HK$1.12 1,563,380

—E-EF=ZA=-+=HZE 1.12%& 7T 1,563,380
—_E-HAF=RFZ+Z=H

1 January 2012 to 31 December 2013 HK$0.16 2,000,000

—E-—f—-B—HEZE 0.1678 7T 2,000,000

—E-=F+ZHA=+—H

Mr. Weng Jiaxing 23 March 2010 to 22 March 2015 HK$1.12 1,980,282

HE L —E-EF=ZA=-+=HZE 1.12%& 7T 1,980,282
—E-HEF=A=+=H

1 January 2012 to 31 December 2013 HK$0.16 6,700,000

—EZ-—_f—F—HZE 0.1678 7T 6,700,000

—E-=F+ZHA=+—H
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Number of
share options

outstanding

Categories of grantees Exercise period Exercise price MERITEZ
wBAER TR TR ERRER R
Directors
BEE
Mr. Zheng Gang 30 September 2009 to 29 March 2019 HK$0.50 800,000
BR5R St A4 “EZAFNAA=THE 0.50/8 7T 800,000
—E-hF=ZAZ=thAH
23 March 2010 to 22 March 2015 HK$1.12 2,814,084
“E-ZHFZA=+=HE 1128 7T 2,814,084
—E-RAF=ZA=+=H
1 January 2012 to 31 December 2013 HK$0.16 6,700,000
—E-ZH-A—-HE 0.1678 7T 6,700,000
—F-=%+=RA=+—-H
Dr. Huang lJiaging 30 September 2009 to 29 March 2019 HK$0.50 1,000,000
=EMEELE “ERENFAA=ZTHE 0.505& 7T 1,000,000
—E-RFE=ZA=TNH
23 March 2010 to 22 March 2015 HK$1.12 312,676
“E-ZF=ZA-F+=RHE 1128 7T 312,676
—E-RFE=RAZ+ZH
1 January 2012 to 31 December 2013 HK$0.16 1,000,000
—E-ZH-A—-HE 0.1678 T 1,000,000
—E-=ZH+=ZA=+—8H
Mr. Chen Jin Shan 30 September 2009 to 29 March 2019 HK$0.50 1,700,000
BRE L EE —EENAFNAR=TRE 0.503% 7T 1,700,000
—E-AF=ZA=+ANH
23 March 2010 to 22 March 2015 HK$1.12 2,084,507
ZE-ZHFZA-+=HE 11287 2,084,507
—E-FE&=A=-+=H
1 January 2012 to 31 December 2013 HK$0.16 6,700,000
—E--H-A—-HE 0.1678 7T 6,700,000

—E2-=%+ZHA=+—H
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Number of
share options

outstanding

Categories of grantees Exercise period Exercise price MERITEZ
EBARER fT{EH TEE BEREHA
Directors

EE

Dr. Wong Yu Man 1 January 2012 to 31 December 2013 HK$0.16 1,000,000
THREE —E--5—-A—-HZ% 0.167 7T 1,000,000

—E2-=%+ZA=+—H

Employees and consultants 13 July 2006 to 12 July 2016 HK$3.61 459,739
of the Group
*EEEERBER —EERFtLtAT=HZE 3.617%&T 459,739
—E-R"EtAt+=H
21 March 2007 to 20 March 2017 HK$2.94 1,042,253
—ZEZtLF=ZA=+—HZE 2,948t 1,042,253
—E—+tH=HA=+H
30 September 2009 to 29 March 2019 HK$0.50 8,200,000
—EENFNA=+HE 0.50% 7T 8,200,000
ZE-NAF=ZAZ=+ANH
23 March 2010 to 22 March 2015 HK$1.12 19,594,366
—E-EF=ZR=-+=HZE 1,128 7T 19,594,366
—E-HAF=ZHA=+=H
1 January 2012 to 31 December 2013 HK$0.16 42,800,000
—E-ZHf—-F—HE 0.16/8 T 42,800,000

—E-=%t+t=A=1+-"H

Total # 5t 110,951,287
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'S LISTED SHARES

During the year ended 31 March 2012, there were no purchase,
sale or redemption of the Company's listed securities by the

Company or any of its subsidiaries.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company’s Articles of Association or the laws of the Cayman
Islands, which would oblige the Company to offer new shares on

a pro-rata basis to existing shareholders.

FIVE YEAR FINANCIAL SUMMARY

A summary of the published results and of the assets, liabilities
and non-controlling interests of the Group for the last five
financial years, as extracted from the audited financial statements
and restated as appropriate, is set out on page 172. This summary

does not form part of the audited financial statements.

COMPETING INTERESTS

None of the directors and management shareholders (as defined
in the GEM Listing Rules), and their respective associates had any
interest in business which competes or may compete with the
business of the Group, or have or may have any other conflicts of

interest with the Group pursuant to the GEM Listing Rules.

CONNECTED TRANSACTIONS

Pursuant to Chapter 20 of the GEM Listing Rules, the following
transactions are “connected transactions” and “continuing
connected transactions” as defined in the GEM Listing Rules and

are required to be disclosed in the annual report of the Company.

Report of the Directors

EEEHE

WME - HEXMOF AT LHEMG

BE-ZE—-—F=ZA=+t—HLEEE & T
FEFMHBLARAUEBE HERBERAQ
Az tEtm&EHo

EEmaE
ARAZABERMANBHEHNELHILEE
BAAAEARERRRLHIRZHREG 2B
SRR 2 L

LIFEMBGBHE

BELIEVBRFEAEECHECRERE
E AERFEREZHERNE72E ER
BRI AZEEELMBRER UREERBR
THEHEY UHEIFEELMBHRRZ -

B e

MERER
EEREEERR (EXRAIERLEHARA)
EREEEZBHBAIHETRAEEXKT
ERAERFERFZEBTREEE[ES K
ERBAXERETREAEEFERTER
ERZER-

MEX %

RBAIER EDRBE208 THRSRAIZE
WREDRAUFAEZ [BERS | K[ HEBE
R ARADBAZFRAME -

EEBEFEEARL S 43
#£$2011/2012



Report of the Directors

EEEHE

Connected Transaction
Provision of Financial Assistance and undertakings to

connected party

With reference to the announcement dated 18 November
2011, 22 November 2011 and 15 December 2011 and the
circular of the Company dated 30 December 2011 issued
by the Company, Fujian Huihao Sihai Pharmaceutical Chain
Company Limited (“Huihao Sihai”), an indirect subsidiary
of the Group entered into a guarantee with Fujian Huihao
Pharmaceutical Co. Ltd. (“Fujian Huihao”) (the "“Fujian
Huihao Guarantee”) jointly with Mr. Yung Kwok Leong and
his associates in favour of Agriculture Bank of China Bank
(the "ABC Bank”) to secure the obligations, liabilities and
indebtedness of Fujian Huihao to be owed to ABC Bank
under the Fujian Huihao Loan in the principal sum of RMB19

million.

Fujian Huhao is owned as 55% by Mr. Wen