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CORPORATE STRUCTURE
LIS
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Below is the structure chart of Tianda Pharmaceuticals Limited (the Company) and its subsidiaries (the Group) as at
31 March 2019:

UTARREZARAR (FARF)) REWBAE (KAEE) K2019F3831A 2 KRB HE :

SIIC Medical Science and

Technology (Group) Limited Tianda Group Limited (Tianda Group) Public Shareholders
= e AARGEBERAFT(RAKE) RERR
Al
3 I\ =
N AXEEZRRAT
TIANDA PHARMACEUTICALS LIMITED
(Stock code: 00455)
(A7 X5 + 00455)
100% 100% 100%
Tianda Chinese o i Yunyu Bio-Pham
Ti Ph: s Li
Medicine Limited fenda ar(razt::t;t)\ca s Limited )
(Note 2) (Hiso
(H32) —
100% 100% 100% 100% 100% 100%
e N n e
Tianda Pharmaceuticals " Tianda Pharmaceuticals
Tianda Chinese Tianda Biotech Limited Yunnan Meng Sheng
Medicine Limied ;S’;“,S"a"a) Pty L. KA DT (Hong Kong) ;:‘"e‘j Tianda Really Limied Janca Heatheare Pharmaceutical Co. Ltd."
RAHBHEARAT e BRA (= A (Note 2) EHBEEEERAT
(Note 3) (Note 3) o) R (Hi32) ‘(‘D'P‘ei?‘
(W2r3) e [CED)
L (BHEE3) (1) L PHEES) (Wi3) L ) (Ff
99.90%
Tianda Chinese 0.10% 100% 100%
Medicine Limited
Tianda Real
Sociedade de Medicina T\anda&harmac@ytm\s (Honlsi;g)efi:rymed
Chinesa Tianda Limitada (Chin XAE
AR ERERAT] ks (BB BB AT
0.10% (Note d) (Note 3)
1 (hiz3)
99.90% ~——
Ty e—
TDMall (Group) Limited
Sociedade TDMall (Grupo) 100% 100%
_ Limitada
RAROEE)BRAT Zhuhai Tianda Tianda Pharmaceuticals
,(510!8 4 Realty Ltd.* (Zhuhai) Ltd.*
(HiEE4) RERAE% RREH(H8)
ARAFE BRAE
100%
—— (Note 5) (Note 5)
TDMall (China) Ltd.* (F5ES) (PifEES)
AREB(PE)ER AR —
(Note 5)
(BizEs5)
—— 100%
100%
—
Zhuhai TOMal Ld* Zhuhal Tianda
FERAEARRA
(Note 5)
(BiEES5)
——
100% (Note 5
— ( )
TDMall (Hong Kong) Limited \ i ),
ARER(EAE)BRAR
100%
Tianda Chinese Medicine
(China) Ltd.
ARPEE(HE)
(Note 5)
(BizES5)
Tianda Chinese
Medicine Insfitute Limited
Sociedade de Medicina
Chinesa Instituto
Tianda Limitada
4% N - 96%
MBS ir ]| e
(Note 4)
(Fizt4)
Notes FfizE :
(1) Incorporated in Austraﬂfi with limited liability (4) Incorporated in N_I_e_icau with limited liability
FORAFEEFMRILZARAF FORPIEMAR L Z BRAR
(2) Incorporated in the British Virgin Islands with limited liability (5) Incorporated in the PRC with limited liability
REBEAREEEMMIZERAT HHEEMREZZBRAR
3) Incorporated in Hong Kong with limited liability For identification purpose only
REBFMMILZARAE E gl
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Tianda Pharmaceuticals Limited

FINANCIAL SUMMARY
A

RESULTS
E 3
Year ended 31 March
BEIAMALEE
2015 2016 2017 2018 2019
HK$'000 HK$'000 HK$'000 HK$'000 HK$°000
FHET FHET FET FHET F#ExT
Revenue WA 139,367 192,785 195,539 361,555 572,003
Profit (loss) before tax PR AR
(B518) (24,261) 18,425 32,750 29,942 26,167
Income tax (expense) credit RS (2 H)
A 1,245 (5,058) (7,997) (7,780) (10,184)
Profit (loss) for the year KEERF
(B518) (23,016) 13,367 24,753 22,162 15,983
Profit (loss) attributable to: i F) (E518)
SRER
Owners of the parent BATFKRRE (17,942) 6,569 12,442 10,008 2,657
Non-controlling interests PR R 2 (5,074) 6,798 12,311 12,154 13,326
(23,016) 13,367 24,753 22,162 15,983
HK cent HK cent HK cent HK cent HK cent
AL AL Al AL =311
Earnings (loss) per share =R EF (E518) (0.96) 0.32 0.58 0.47 0.12
ASSETS AND LIABILITIES
BERAR
At 31 March
K3H318
2015 2016 2017 2018 2019
HK$’000 HK$'000 HK$'000 HK$'000 HK$’000
FET FET FHET FHET F#ET
Total assets BEHE 921,017 956,169 904,120 1,045,308 996,769
Total liabilities B{E4EE (132,609) (109,436) (91,156) (159,723) (185,803)
788,408 846,733 812,964 885,585 810,966
Equity attributable to owners B’AFIBR R
of the parent FE(L 1 i 729,344 813,748 778,322 847,728 777,203
Non-controlling interests R 59,064 32,985 34,642 37,857 33,763
788,408 846,733 812,964 885,585 810,966
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FINANCIAL SUMMARY
A=

REVENUE Ug A BASIC EARNINGS PER SHARE FSREXK
HK$'000 T8 7T HK CENTS 31l BRI

2019 572,003 2019 0.12

2018 361,555 2018

PROFIT ATTRIBUTABLE TO BATRE EQUITY ATTRIBUTABLE TO BATIRE
OWNERS OF THE PARENT PEAL 357 OWNERS OF THE PARENT FE1h
HK$'000 T 7T HK$'000 77T

2019 Ly 2019 777,203

2017 12,442 2017 778,322
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Tianda Pharmaceuticals Limited

BIOGRAPHICAL DETAILS OF DIRECTORS

ESEE

Mr. FANG Wen Quan, aged 50, was appointed as an executive Director
since 6 October 2003. He is currently the Chairman, the Managing
Director, the chairman of the nomination committee and a member of
the remuneration committee and the risk management committee of the
Company, and a director of the Group’s certain subsidiaries. Mr. Fang
is the founder, chairman and beneficial owner of Tianda Group Limited
(the controlling shareholder of the Company holding 1,194,971,370
Shares). Mr. Fang is the existing chairman of the board of directors,
general manager and authorized representative of Tianda Culture
Holdings (China) Limited* (listed on the National Equities Exchange and
Quotations Systems, company code: 837889). He has ample experience
in corporate strategy and management. He studied International
Relations in the University of Sydney and Tsinghua University, and
established a non-profit strategic studies think tank named “Tianda
Institute”. Upholding the mission of “Caring for a Better World”,
Mr. Fang always shows his greater commitment to community services,
including donations to the poverties, education and talent development,
healthcare, scientific research and environmental protection, culture and
arts.

Mr. LUl Man Sang, aged 55, was appointed as an executive Director
of the Company on 30 September 2013 and is a director of the Group’s
certain subsidiaries. Mr. Lui joined Tianda Group, the controlling
shareholder of the Company in 2007 and is the deputy general manager
of Tianda Group. He is responsible for the financial issues of Tianda
Group and the Company. Mr. Lui is a director of Tianda Culture
Holdings (China) Limited (listed on the National Equities Exchange
and Quotations, company code: 837889). Mr. Lui possesses enriched
financial management experience covering a variety of industries
including auditing in one of the big four accounting firms in Hong
Kong and overseeing the finance department of a Hong Kong listed
company. He holds an Executive MBA granted by City University of
Hong Kong. He is a fellow member of the Association of Chartered
Certified Accountants and the Hong Kong Institute of Certified Public
Accountants.

*

For identification purpose only
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BIOGRAPHICAL DETAILS OF DIRECTORS

ESTE

Mr. SHEN Bo, aged 46, was appointed as a non-executive Director and
a member of the audit committee of the Company on 10 August 2015.
He is a non-practicing member of certified public accountant of the
People’s Republic of China. He received his bachelor degree majoring
in accounting from Shanghai Institute of Construction Materials Industry
and master of accountancy from Chinese University of Hong Kong.
Mr. Shen is the executive director, vice president and chief financial
officer of Shanghai Pharmaceuticals Holding Co., Ltd.,* (a company
listed on the Shanghai Stock Exchange with stock code 601607,
and The Stock Exchange of Hong Kong Limited (Hong Kong Stock
Exchange, with stock code 02607), the chairman of SPH Changzhou
Pharmaceutical Co., Ltd., the chairman of Xiamen Traditional Chinese
Medicine Co., Ltd., the chairman of Shanghai Hefeng Pharmaceuticals
Limited and an executive director of China International Pharmaceutical
(Holding) Corporation Limited. Mr. Shen is a non-executive director
of Shanghai Fudan-Zhangjiang Bio-Pharmaceutical Co., Ltd.* (a
company listed on Hong Kong Stock Exchange with stock code 1349).
Mr. Shen served as manager of finance department and chief financial
officer in several large companies in mainland China so has extensive
experience in corporate management, financial control, and governance
of pharmaceutical companies. From April 2001 to March 2010, Mr. Shen
served as the head of financial planning department, general manager
of finance department and chief financial officer in Shanghai Industrial
Pharmaceutical Investment Co, Ltd.* (a company formerly listed on
the Shanghai Stock Exchange with stock code 600607). During the
same period, Mr. Shen also served as the general manager of finance
department of Shanghai Pharmaceuticals (Group) Co., Ltd.

Mr. FENG Quanming, aged 42, was appointed as a non-executive
Director on 23 March 2016. Mr. Feng is the head of the finance
department of Hongta Tabacco (Group) Limited (Hongta), which holds
9.66% equity interest in the Company. He has extensive experience in
corporate financial accounting and asset management. Mr. Feng joined
Hongta in July 2001. During the period from August 2007 to September
2014, he took various positions in the finance department of Hongta,
including deputy head of industrial finance division, head and deputy
head of asset management division and head of general management
division. He was also the head of financial planning division of Yunnan
Hongta Group Co., Ltd*, a wholly-owned subsidiary of Hongta, during
the period from June 2013 to August 2014. Mr. Feng obtained his
bachelor degree in accounting at Southwestern University of Finance
and Economics in 2001 and master in business administration
at Renmin University of China in 2009. Mr. Feng possesses the
qualification of practising certified public accountant in mainland China.

*

For identification purpose only
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Tianda Pharmaceuticals Limited

BIOGRAPHICAL DETAILS OF DIRECTORS

ESEE

Dr. LAM Lee G., aged 59, was appointed as a non-executive Director
of the Company with effect from 1 January 2018. Dr. Lam holds a
BSc in sciences and mathematics, an MSc in systems science and
an MBA from the University of Ottawa in Canada, a post-graduate
diploma in public administration from Carleton University in Canada,
a post-graduate diploma in English and Hong Kong Law and an LLB
(Hons) in law from Manchester Metropolitan University in the UK, a
LLM in law from the University of Wolverhampton in the UK, a PCLL in
law from the City University of Hong Kong, a Certificate in Professional
Accountancy from the Chinese University of Hong Kong SCS, an MPA
and a PhD from the University of Hong Kong. A former member of
the Hong Kong Bar, Dr. Lam is a Solicitor of the High Court of Hong
Kong, an Accredited Mediator of the Centre for Effective Dispute
Resolution (CEDR), a Fellow of the Hong Kong Institute of Arbitrators,
the Hong Kong Institute of Directors, the Institute of Public Accountants,
the Institute of Financial Accountants and Certified Management
Accountants (CMA) Australia; and an Honorary Fellow of Certified
Public Accountants (CPA) Australia, the Hong Kong Institute of Facility
Management and the University of Hong Kong School of Professional
and Continuing Education.

Dr. Lam has over 30 years of international experience in general
management, management consulting, corporate governance,
investment banking, direct investment and fund management across
the telecommunications/media/technology (TMT), consumer/healthcare,
infrastructure/real estate, energy/resources and financial services
sectors. He is Chairman of Hong Kong Cyberport Management
Company Limited, and Non-Executive Chairman - Hong Kong and
ASEAN Region and the Chief Adviser to Macquarie Infrastructure and
Real Assets Asia.

Dr. Lam is a member of the Hong Kong Special Administrative
Region Government Committee on Innovation, Technology and
Re-Industrialization and the Court of the City University of Hong Kong,
Convenor of the Panel of Advisors on Building Management Disputes of
the Hong Kong Special Administrative Region Government Home Affairs
Department, President of the United Nations Economic and Social
Commission for Asia and the Pacific (UN ESCAP) Sustainable Business
Network (ESBN) Executive Council and Chairman of its Task Force
on Banking and Finance, a Board member of Pacific Basin Economic
Council (PBEC), a member of the Hong Kong Trade Development
Council Belt and Road Committee and Convenor of its Digital Silk Road
Working Group, a member of the Sir Murray MacLehose Trust Fund
Investment Advisory Committee, a member of the Advisory Board of
the Hong Kong Investor Relations Association, Honorary Advisor to the
Hong Kong Business Angel Network (HKBAN), Honorary Chairman -
Asia Pacific of CMA Australia, Chairman of Monte Jade Science
and Technology Association of Hong Kong, and President of Hong
Kong-ASEAN Economic Cooperation Foundation.
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BIOGRAPHICAL DETAILS OF DIRECTORS

ESTE

Mr. LAM Yat Fai, aged 53, was appointed as an independent
non-executive Director, a member of the remuneration committee and a
member of audit committee of the Company in 2004. On 26 November
2013, he was appointed as the chairman of the audit committee. He was
appointed as a member of nomination committee and risk management
committee on 22 July 2009. He is a Certified Public Accountant
(Practising). He is also a fellow member of the Hong Kong Institute of
Certified Public Accountants and a fellow member of the Association of
Chartered Certified Accountants. Mr. Lam worked with Kwan Wong Tan
& Fong and Deloitte Touche Tohmatsu for over 10 years. Mr. Lam has
accumulated rich experience in auditing, taxation, corporate finance and
accounting over the years. Mr. Lam is an independent non-executive
director of Oriental Press Group Limited (stock code: 0018), which is
listed on the Main Board of the Hong Kong Stock Exchange.

Mr. CHIU Sung Hong, aged 72, was appointed as an independent
non-executive Director, the chairman of the audit committee of the
Company with effect from 10 April 2008. Mr. Chiu ceased to act as
the chairman of the audit committee and remained as a member of
the committee on 26 November 2013. Mr. Chiu was appointed as the
chairman of risk management committee on 22 July 2009. On 1 April
2012, he was appointed as the chairman of the remuneration committee
and a member of the nomination committee. He received an LL.B.
degree from the University of Sydney. He is admitted as a solicitor of
the Supreme Court of New South Wales and the High Court of Australia.
He has over 40 years of experience in legal practice. Mr. Chiu is the
founding member of the Board of Trustees of the Australian Nursing
Home Foundation and a senior research fellow of Centre for Law &
Globalization of Renmin University of China. He also served as the
General Secretary of Australian Chinese Community Association of
New South Wales. Mr. Chiu is an independent non-executive director of
CNOOC Limited (stock code: 0883), which is listed on the Main Board of
the Hong Kong Stock Exchange and Bank of China (Australia) Limited.
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Tianda Pharmaceuticals Limited

BIOGRAPHICAL DETAILS OF DIRECTORS

ESEE

Mr. CHIU Fan Wa, aged 54, was appointed as an independent
non-executive Director, a member of the remuneration committee
and audit committee of the Company on 31 March 2009. Mr. Chiu is
a founder and the managing director of Chiu, Choy & Chung C.P.A.
Limited, and a partner of F. S. Li & Co. He graduated from City
University of Hong Kong and obtained a Bachelor of Arts (Honours)
degree with major in accountancy in 1992 and was awarded a
Master of Professional Accounting from The Hong Kong Polytechnic
University in 2002. He is a Certified Public Accountant (Practising) in
Hong Kong, a fellow member of the Hong Kong Institute of Certified
Public Accountants, a fellow member of the Association of Chartered
Certified Accountants, a fellow member of the Institute of the Chartered
Accountants in England and Wales, a fellow member of The Society
of Chinese Accountants & Auditors, an associate of The Hong Kong
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REPORT OF THE CHAIRMAN
EFERWE

On behalf of the Board of Directors of the Company, | am pleased
to present the annual results of the Company and its subsidiaries
(collectively referred to as Tianda Pharmaceuticals or the Group) for the
year ended 31 March 2019 (the Current Financial Year/FYE 2019) for
shareholders’ review.

During the Current Financial Year, the Group recorded a
consolidated revenue of approximately HK$527,000,000 from its
core business, representing an increase of 45.8% as compared with
approximately HK$361,600,000 for the year ended 31 March 2018
(the FYE 2018). Gross profit increased by 56.9% from approximately
HK$270,400,000 for the FYE 2018 to approximately HK$424,100,000
for the Current Financial Year. Gross profit margin also increased by
5.7 percentage points from 74.8% for the FYE 2018 to 80.5% for the
Current Financial Year. During the Current Financial Year, the profit
of the Group’s pharmaceutical and biotechnology business recorded
a double-digit growth over the FYE 2018, however, being affected by
various factors such as the increase in research and development
expenses, the loss recorded by Traditional Chinese Medicine business
as it is in the stage of integration and expansion, and the absence
of one-off gain arising from the sale of ASLAN shares as recorded in
the FYE 2018, the profit attributable to shareholders for the Current
Financial Year decreased by 73.0% from approximately HK$10,000,000
for the FYE 2018 to approximately HK$2,700,000. The Group declared
a final dividend of HKO0.11 cent per share (2018: HKO0.35 cent per
share), amounting to approximately HK$2,365,000.

In the past year, the Group endeavored to further implement
the “three integrations” strategy, i.e. pursuing integration in the areas
of R&D resources, marketing resources and management resources;
leveraged on its foundation in the Guangdong-Hong Kong-Macau
Greater Bay Area to forge ahead in accordance with national industrial
policies, actively promoted its development in the Chinese medicine
industry, planned for technology and product research and development
in the area of Chinese medicine, implemented the initiatives of
constructing and operating local herbal medicines resource bases and
also engaged in trading activities at the same time, fully devoted to
the development of the Chinese herbal medicine and TCM decoction
pieces business, fully prepared for the opening of Zhuhai TDMall, the
flagship clinic of TDMall business. Subsequent to the end of the Current
Financial Year, on 2 May 2019, the Group celebrated the grand opening
of Zhuhai TDMall which is strategically located in Zhuhai, one of the
key cities in the Guangdong-Hong Kong-Macau Greater Bay Area.
TDMall selected the Guangdong-Hong Kong-Macau Greater Bay Area
to establish its first strategic presence and will pursue its expansion
plan for the whole country and realize its global vision, and strive to
provide excellent Chinese medicine health services that are accessible
to everyone.
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Tianda Pharmaceuticals Limited

REPORT OF THE CHAIRMAN
EFERIE

Looking forward, Tianda Pharmaceuticals will adhere to its
market-oriented approach as always, and with innovation as its driving
force, it will continue its efforts in optimizing management and incentive
mechanism, build its reputation as a distinguished employer and
construct its superb work team, better grasp the development in the
macroeconomic environment and industrial policies, and develop short,
medium and long term development planning. The Group will realize
its vision of becoming a leading comprehensive medic-pharmaceuticals
enterprise with a one-step-at-a-time approach.

Last but not least, | would like to express my sincere gratitude
to our clients, staff, business partners and shareholders for their
unremitting confidence in and support for the Group, and also the Board
of Directors for their efforts and contributions to the Group’s expeditious
business growth.

Fang Wen Quan
Chairman

Hong Kong, 26 June 2019

*

For identification purpose only
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MANAGEMENT DISCUSSION AND ANALYSIS

B R S T

FINANCIAL REVIEW

During the Current Financial Year, the Group recorded a
consolidated revenue of approximately HK$527,000,000 from its
core business, representing an increase of 45.8% as compared
with approximately HK$361,600,000 for the FYE 2018. Gross profit
increased by 56.9% from approximately HK$270,400,000 for the FYE
2018 to approximately HK$424,100,000 for the Current Financial Year.
Gross profit margin increased by 5.7 percentage points from 74.8%
for the FYE 2018 to 80.5% for the Current Financial Year. During the
Current Financial Year, the Group’s results were affected by various
factors, resulting in a decrease in profit for the year of 27.9% from
approximately HK$22,200,000 for the FYE 2018 to approximately
HK$16,000,000 for the Current Financial Year.

During the Current Financial Year, sales revenue of Tianda
Pharmaceuticals (Zhuhai) Ltd. (Tianda Pharmaceuticals (Zhuhai)), a
wholly-owned subsidiary of the Company, increased by 10.3% from
approximately HK$160,400,000 for the FYE 2018 to approximately
HK$177,000,000 for the Current Financial Year, the sales performance
of its main product Tuoping (Valsartan capsules) was remarkable with
the sales volume and sales revenue of which increased by 13.9% and
22.2% respectively as compared to that of the FYE 2018. However,
the costs arising from the commencement of conformity assessment
of Valsartan capsules have recorded a significant increase of 164.7%
to approximately HK$6,400,000, which led to a reduction in profit
contribution by Tianda Pharmaceuticals (Zhuhai) from approximately
HK$20,400,000 for the FYE 2018 to approximately HK$16,900,000 for
the Current Financial Year.

For Yunnan Meng Sheng Pharmaceutical Co., Ltd. (Meng Sheng
Pharmaceutical), a subsidiary of the Company, its sales revenue
increased from approximately HK$196,300,000 for the FYE 2018 to
approximately HK$328,000,000 for the Current Financial Year. Sales
revenue of its flagship product, Cerebroprotein Hydrolysate Injection,
recorded an increase of approximately 69.7% to approximately
HK$268,500,000, while the sales revenue of Qi-Shangzhen oral
solution, a healthcare product using notoginseng stalks (sanqi, a local
herbal medicine in Yunnan) as base ingredient, increased significantly
from approximately HK$2,000,000 for the FYE2018 to approximately
HK$6,700,000 for the Current Financial Year. Profit contribution from
Meng Sheng Pharmaceutical, after netting off non-controlling interests’
share, increased from approximately HK$13,700,000 for the FYE 2018
to approximately HK$14,600,000 for the Current Financial Year.
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MANAGEMENT DISCUSSION AND ANALYSIS
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For the development of Traditional Chinese Medicine (TCM)
business, subsequent to the completion of the acquisition of Tianda
Chinese Medicine (China) Ltd. in the FYE2018, the Group completed
the acquisition of Zhuhai Tianda Processed Chinese Herbal Medicine
Ltd. (formerly known as Zhuhai Tonghui Pharmaceutical Co. Ltd.*)
on 31 July 2018 and prepared for the opening of the flagship TDMall
clinic during the Current Financial Year. In spite of the sales revenue of
approximately HK$13,500,000 for the Current Financial Year, the overall
loss recorded by TCM business for the Current Financial Year widened
to approximately HK$10,800,000 when compared to approximately
HK$2,200,000 for the FYE 2018 as the TCM business was in the early
stage of consolidation, expansion, investment and new development
following mergers and acquisitions.

Due to the implementation of the Two-Invoice System of the
State, selling and distribution expenses increased from approximately
HK$197,200,000 for the FYE 2018 to approximately HK$344,700,000
for the Current Financial Year. For administrative expenses, as it
had to recruit more talents for the development of the TCM business,
which led to a slight increase in the overall administrative expenses
from approximately HK$55,100,000 for the FYE 2018 to approximately
HK$63,300,000 for the Current Financial Year.

The Group recorded other income and other net gains of
approximately HK$16,900,000, increased from approximately
HK$15,000,000 for the FYE 2018. The increase in other income and
other net gains for the Current Financial Year was mainly due to the
followings: 1) the interest income from bank deposits and wealth
management products amounting to approximately HK$13,000,000,
representing an increase by approximately HK$3,600,000 or 39.3%
as compared to approximately HK$9,400,000 for the FYE 2018,
which was driven by the rise of deposit interest rates and increase
in deposit balance; 2) the aggregate government subsidy income of
approximately HK$3,400,000 received by Meng Sheng Pharmaceutical
and Tianda Pharmaceuticals (Zhuhai) during the Current Financial Year,
representing an increase of 142.7% from approximately HK$1,400,000
for the FYE 2018; 3) the net foreign exchange gains of approximately
HK$17,000 recorded by the Group for the Current Year, representing a
turnaround from the net foreign exchange losses (after deducting gains
or losses from foreign exchange linked investments) of approximately
HK$3,100,000 for the FYE 2018. However, the above three items
grouped under other income and other net gains for the Current
Financial Year were offset by the absence of the one-off gain (FYE
2018: approximately HK$8,300,000) arising from the disposal of ASLAN
shares as recorded in the FYE 2018.

*

For identification purpose only
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MANAGEMENT DISCUSSION AND ANALYSIS

B R S T

Based on the foregoing, profit attributable to shareholders of
the parent company for the Current Financial Year was approximately
HK$2,700,000, representing a decrease of approximately 73.0% from
approximately HK$10,000,000 in the FYE 2018, while basic and diluted
earnings per share were both HK0.12 cent (FYE 2018: HKO0.47 cent).

The Group’s financial position remained strong. As at 31 March
2019, the Group’s structured deposits, short term bank deposits and
cash amounted to approximately HK$451,100,000 with no external
borrowing. The Group’s new R&D and production base project in
Jinwan District, Zhuhai, China is progressing in full swing. The
construction in progress amounted to approximately HK$29,800,000
for the Current Financial Year while as at 31 March 2019, the Group’s
capital commitments in respect of the new R&D and production base
project amounted to approximately HK$20,200,000. The Group has
sufficient cash reserves to meet the funds required for the new R&D and
production base project.

BUSINESS REVIEW

During the Current Financial Year, the Group endeavored
to further implement the “three integrations” strategy, i.e. pursuing
integration in the areas of R&D resources, marketing resources and
management resources, and achieved a rapid growth of revenue from
traditional business with progressive and steady development of the
TCM industry.

- Maintaining the market price of its products is the focus and
emphasis of the Group’s marketing team during the Current
Financial Year. The pediatric series products have obtained
certain price advantages in sales to hospitals; through channel
segregation, the respective sales teams servicing the hospital,
third terminal and chain store segments have been further
expanded with sales potential of products further unleashed,
which contributed to the steady growth in sales performance of
traditional chemical medicines. “Herb Valley” series healthcare
product business has established Manuka Honey as its flagship
product and utilized various channels and pipelines to establish
its online and offline sales network and has successfully
attracted the attention of consumers in Mainland China, Hong
Kong and Australia within a short time span.
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Various research and development work continued to forge
ahead steadily during the Current Financial Year: 1) The
prescription process research and quality research work of
Valsartan capsule have been completed; preparation work for
bioequivalence trials has been commenced, ethical approval
was obtained, and other works such as respective filings with
drug approval center and genetics office have been completed;
bioequivalence experiment and application for registration are
expected to be completed in next year. 2) The design and
development of the self-developed products series of TDMall
has been completed; the R&D and trial production of over 100
products such as tea bags, soup packages, TCM paste and
medicinal liquors have been commenced. 3) The development
of dried tangerine peel, a Chinese herb in Guangdong
Province, series healthcare products continued. 4) The
second development plan of ZhiKang Granules is basically
completed. 5) The relevant procedures for the inspection
and acceptance of “Re-development and Commercialization
of the Cerebroprotein Hydrolysate Injection Chemical Drug”
have been completed and the final acceptance certificate
has been obtained from Yunnan Provincial Science and
Technology Department. Meanwhile, R&D project for conformity
assessment was commenced. 6) Capitalizing on the patented
technology of Cerebroprotein Hydrolysate to develop related
products, pharmaceutical formulation process research work
on small-molecule peptide for sleep assisting and memory
enhancing oral solution, small-molecule peptide for sport energy
supplement and small-molecule peptide household chemical
products are underway. 7) Qi-Shangzhen Oral Solution gained
popularity in the market and the Group further expanded the
development of Sangi healthcare series to products that would
offer various benefits such as lowering the three High Symptoms
of high blood pressure, high cholesterol and high blood sugar,
producing soothing effect for sleep, producing saliva to quench
thirst, beauty maintenance, heat-relieving and sore throat
relieving.

For TCM business, 1) Tianda Chinese Medicine (China) Limited
has implemented the initiatives of constructing and operating
local herbal medicines resource bases and also engaged
in trading activities at the same time. It has established an
operation mode that matches the characteristics of the Chinese
herbal medicine industry and set up branch offices in Sichuan,
Yunnan and Eastern China to establish a one-stop traceability
system covering the cultivation, harvesting, production, sales
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of herbal medicines and to establish quality standards for local
varieties. The Group will leverage its control over the local
herbal medicines resources to achieve absolute advantage
over resources such as variety, distributors, pharmaceutical
companies being raw material purchasers and to explore the
characteristics of large-scale operation of special Chinese
herbal medicine varieties and create its own brand of “Tianda
Chinese Medicine”. 2) Upon the completion of the acquisition
of Zhuhai Tianda Processed Chinese Herbal Medicine Ltd.
and after months of repair and improvement to its plant and
equipment and team building efforts, Zhuhai Tianda Processed
Chinese Herbal Medicine Ltd. resumed production in April
2019, the variety of its registered TCM decoction pieces has
been increasing, and this development has added an important
component to the Group’s development of fully-integrated TCM
industry value chain. 3) TDMall (Group) Limited has established
investment, operation and implementation plans. TDMall (China)
Limited partnered with Zhuhai TDMall Ltd. and both have been
fully devoted to the preparation work of the opening of Zhuhai
TDMall, the flagship clinic of TDMall business. Zhuhai TDMall
focuses on five major Chinese medicine healthcare services,
namely medicines, food, living, shape and health, and promotes
the notable specialty and characteristics of traditional Chinese
medical practice. It combines modern health management
concepts with premiere service concepts to create a unique
modern Chinese medicine healthcare service organization.
On 2 May 2019, the Group celebrated the grand opening of
Zhuhai TDMall. While preparing for the opening of the first
TDMall outside Mainland China, TDMall (Hong Kong) Limited
has also soft-launched the medical diet catering services in the
third quarter of 2018 with healthy soup as its signature dish. It
serves white-collar workers in Central, Admiralty and Causeway
Bay through online ordering to gather market response and
explore new business opportunities. 4) Tianda Chinese Medicine
Institute commenced operation and established its system
and formulated development plans. It would first establish
the “Tianda Standard” that would serve as the quality control
benchmark for Chinese herbal medicines, closely monitor the
national TCM industry policies, conduct study on the country’s
first batch of classical and excellent TCM prescriptions project
and select three prescriptions amongst which for its initial
research. It also supports the product development of TDMall
and Zhuhai Tianda Processed Chinese Herbal Medicine Ltd.,
plans for the product development of prescription granules,
explores Chinese medicine diagnosis and treatment, and
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development of intelligent technologies and products in the field
of TCM.

- For the new R&D and production base project of Tianda
Pharmaceuticals (Zhuhai), the cost, quality control and safety
management as well as other relevant works have all been
effectively monitored and have been progressing well. It will be
completed by the end of 2019 and is expected to commence
formal operation in mid-2020. Meng Sheng Pharmaceutical has
commenced the construction of Qi-Shangzhen oral solution
production line and upon the completion of which, the production
of Qi-Shangzhen oral solution will no longer be commissioned to
third parties so as to maintain control over product quality and
ensure stable supply to the market.

- During the Current Financial Year, the Group has entered into
a conditional sale agreement with its controlling shareholder,
Tianda Group Limited. The connected transaction was
approved by the independent shareholders unanimously at the
extraordinary general meeting held on 7 May 2019 by way of
poll. The Group will be able to exercise the disposal right to sell
the existing R&D and production base in Xiangzhou District,
Zhuhai to Tianda Group Limited upon the completion of the first
phase of the new R&D and production base project in Jinwan
District, Zhuhai and the satisfaction of prerequisite conditions for
completion of the transaction as stated in the agreement.

OUTLOOK

The Group will continue to strengthen resource integration, R&D
and marketing; comprehensively enhance the level of human resources
management, further improve financial management and operational
standards, and build excellent management teams. With the joint and
concerted effort of the Group’s employees and driven by innovation, the
Group is committed to capturing the strategic opportunities offered by
the Guangdong-Hong Kong-Macau Greater Bay Area and the state’s
policy of encouraging the development of TCM. The Group will also
strive to improve its strategic layout designed for the development of the
TCM business and achieve a good start for the TCM business. Apart
from further enhancing the performance of its traditional business, the
Group will also be devoted to the steady development of becoming an
outstanding comprehensive medic-pharmaceuticals enterprise.
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LIQUIDITY AND FINANCIAL RESOURCES

The Group’s liquidity continued to stay in a healthy position. As
at 31 March 2019, the Group had structured deposits, short term bank
deposits and cash of approximately HK$451,100,000 (31 March 2018:
HK$493,200,000), of which approximately 11.6% and 88.1% were
denominated in Hong Kong dollar and Renminbi (RMB) respectively with
the remaining in Australian dollar, Euro, Macau pataca, New Taiwan
dollar and United States dollar. The Group has no external borrowings
during the period under review. With this strong financial position, the
Group has sufficient financial resources to meet its obligations and daily
operational needs.

EXCHANGE RATE EXPOSURE

The Group’s assets, liabilities and transactions are substantially
denominated in Hong Kong dollar, RMB, United States dollar and
Australian dollar.

The Group has sales and investments in foreign operations which
use currencies other than its functional currency RMB. As such, the
Group has some exposures to foreign currency risks. The management
from time to time determines suitable measures, such as entering
into forward currency contracts, to lessen exposure to exchange rate
fluctuations in material transactions denominated in currencies other
than RMB. The Group did not enter into any forward currency contracts
to hedge its foreign currency risks as at 31 March 2019.

CHARGES ON ASSETS

The Group did not have any charges on assets as at 31 March
2019.

EMPLOYMENT AND REMUNERATION POLICY

As at 31 March 2019, the Group employed approximately
517 employees in Hong Kong, the PRC and Australia. The Group
remunerates its employees based on market terms and the
qualifications and experience of the employees concerned.
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The Company is firmly committed to maintaining statutory
and regulatory standards and adhering to the principles of corporate
governance, emphasizing transparency and accountability to the
shareholders.

The Company has complied with the code provisions of the
Corporate Governance Code (the CG Code) in Appendix 14 of the Rules
Governing the Listing of Securities on the Hong Kong Stock Exchange
(the Listing Rules) during the FYE2019 except as mentioned below.

Mr. Fang Wen Quan is the Chairman of the Board and the
Managing Director of the Company. Pursuant to code provision of A.2.1
of the CG Code, the roles of the chairman and chief executive officer
of an issuer should be separated and should not be performed by the
same individual. The division of responsibilities between the chairman
and chief executive officer should be clearly established and set out in
writing. Having considered the current business operation and the size
of the Group, the Board is of the view that Mr. Fang Wen Quan acting
as both the Chairman of the Board and the Managing Director of the
Company is acceptable and in the best interest of the Group. The Board
will review this situation periodically.

BOARD OF DIRECTORS

The Board is responsible for the leadership and control of the
Company and oversees the businesses, strategic development, financial
performance and corporate governance of the Group. The management
is delegated with the powers and authorities for overseeing the
day-to-day operation of the Group.
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The Board currently consists of 8 Directors, comprising 2
executive Directors, 3 non-executive Directors and 3 independent
non-executive Directors (INEDs) namely:

Executive Directors:
Mr. Fang Wen Quan (Chairman and Managing Director)
Mr. Lui Man Sang

Non-executive Directors:
Mr. Shen Bo

Mr. Feng Quanming

Dr. Lam Lee G.

INEDs:

Mr. Lam Yat Fai

Mr. Chiu Sung Hong
Mr. Chiu Fan Wa

The Board believes that the balance between executive Directors
and non-executive Directors is reasonable and adequate to provide
sufficient balances that protect the interest of the shareholders and the
Group.

INEDs and non-executive Directors are appointed for a term of 2
years and are subject to retirement in accordance with the Company’s
articles of association.

More than one of the INEDs has appropriate professional
qualification in accounting or related financial management expertise.
Save as disclosed in the biographical details of each Director, there
is no other relationship (including financial, business, family, or other
material/relevant relationship) among members of the Board.

The articles of association of the Company provide that one-third
of all the directors shall retire from office by rotation at each annual
general meeting (AGM), and the INEDs are subject to this provision.
The Company has received annual confirmation of independence from
the three INEDs in accordance with Rule 3.13 of the Listing Rules.
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The Board has established a formal schedule of matters
specifically reserves to the Board for its decision. The Board reviews
this schedule on a periodic basis to ensure that it remains appropriate to
the needs of the Board.

The Board has established procedures to enable directors,
upon reasonable request, to seek independent professional advice in
appropriate circumstances to enable them to discharge their duties at
the Company’s expenses. The articles of association of the Company
contain description of responsibility and operation procedures of the
Board. The Board meets regularly to review the financial and operating
performance of the Group.

Corporate Governance Functions

The Board is responsible for performing the corporate governance
duties including the following matters attended by the Board during the
FYE2019:

. develop and review the Company’s policies and practices
on corporate governance and make recommendations;

. review and monitor the training and continuous professional
development of directors and senior management;

. review and monitor the Company’s policies and practices
on compliance with legal and regulatory requirements;

. develop, review and monitor the code of conduct and
compliance manual (if any) applicable to employees and
directors; and

. review the Company’s compliance with the CG Code and
disclosure in the Corporate Governance Report under
Appendix 14 to the Listing Rules.

Directors’ training and professional development
Directors of the Company are continually updated with legal and

regulatory developments, and the business environment to facilitate the
discharge of their responsibilities.
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All Directors are also provided with monthly updates on the
Company’s performance, position and prospects to enable the Board as
a whole and each Director to discharge their duties.

All Directors are encouraged to participate in continuous
professional development to develop and refresh their knowledge
and skills. Newly appointed Directors are provided with the necessary
induction and information to ensure that they have a proper
understanding of the Company’s operations and businesses as well
as their responsibilities under the relevant statues, laws, rules and
regulations.

Based on the training records provided to the Company by the
Directors, all the Directors have participated in the trainings by reading
newspapers, journals and updates and/or attending seminars relating to
corporate governance, regulatory updates, economy, general business
or director’s duties and responsibilities, etc. during the FYE2019.

Directors’ meeting

During the FYE2019, the Board held 4 full board meetings. The
attendances of the Directors at the meetings are as follows:
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Number of Meetings

Attended/Held
Directors EX HEBITEERY
Executive Directors : BiTES -
Mr. Fang Wen Quan BX#RE 4/4

(Chairman and Managing Director) (BEFERREFHLE)

Mr. Lui Man Sang BXERE 414
Non-executive Directors : EHITES:
Mr. Shen Bo LR E 4/4
Mr. Feng Quanming BEREE 414
Dr. Lam Lee G. MREEL 414
INEDs : BiUERITES:
Mr. Lam Yat Fai wHEERE 3/4
Mr. Chiu Sung Hong HERLE 414
Mr. Chiu Fan Wa HmMERLE 414
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The Board has also established the audit committee, nomination
committee, remuneration committee and risk management committee
which comprises a majority of INEDs. Each of these committees has
its own terms of reference to set out its specific duties and authorities
and reports to the Board. For the terms of reference of each committee,
please visit the website of our Company www.tiandapharma.com.

REMUNERATION COMMITTEE

The remuneration committee of the Company was established
with specific written terms of reference. It comprises three INEDs of
the Company, Mr. Chiu Sung Hong, Mr. Lam Yat Fai and Mr. Chiu Fan
Wa and one executive Director of the Company, Mr. Fang Wen Quan.
Mr. Chiu Sung Hong is the Chairman of the remuneration committee
during the year.

The remuneration committee is responsible for making
recommendations to the Board on, among other things, the
Company’s policy and structure for the remuneration to all Directors
and senior management of the Company and is delegated by the
Board the responsibility to determine on behalf of the Board the
specific remuneration packages for all executive Directors and senior
management of the Company.

The remuneration committee held 2 meeting during the FYE2019
to review and make recommendations to the Board on the remuneration
packages of individual executive Directors, the non-executive Directors,
the INEDs and senior management; and to review the bonus to senior
management.

Details of individual attendance of its members during the
FYE2019 are as follows:
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Particulars regarding Directors’ remuneration and the five highest
paid employees as required to be disclosed pursuant to Appendix 16
to the Listing Rules are set out in notes 7 and 8 to the consolidated
financial statements, respectively.

NOMINATION COMMITTEE

The Company has established nomination committee comprising
two INEDs, Mr. Lam Yat Fai and Mr. Chiu Sung Hong and one executive
Director of the Company, Mr. Fang Wen Quan (who is the chairman of
the nomination committee).

The duties of the nomination committee are reviewing and
supervising the structure, size and composition of the Board, identifying
qualified individuals to become members of the Board, assessing the
independence of the INEDs and making recommendations to the Board
on the appointment or re-appointment of Directors.

During the FYE2019, the nomination committee held 1 meeting.
Details of individual attendance of its members are as follows:
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During the FYE2019, the nomination committee had reviewed
the structure, size and composition of the Board, assessed the
independence of the INEDs and made recommendation to the Board on
the re-election of retiring Directors.
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Board Diversity Policy

The Company has a board diversity policy aiming at setting out
the approach on diversity of the Board of the Company.

The Board recognises the importance of having a diverse board in
enhancing the Board effectiveness and corporate governance. A diverse
board will include and make good use of difference in the skills, industry
knowledge and experience, education, background and other qualities,
etc. of Directors and does not discriminate on the ground of race, age
gender or religious belief. These differences will be taken into account
in determining the optimum composition of the Board and when possible
should be balanced appropriately.

The nomination committee is responsible for reviewing the
structure, size and composition (including the skills, knowledge
and experience) of the Board and make recommendations to the
Board regarding any proposed changes, identifying individuals
suitably qualified to become Board members and select or make
recommendations to the Board on the selection of, individuals
nominated for directorships with regards to their qualifications, skills,
experience and knowledge, assess the independence of INEDs, and
make recommendations to the Board on relevant matters relating to
the appointment of Directors and succession planning for Directors in
particular the chairman and the chief executive officer.

The nomination committee is also responsible for reviewing and
reporting to the board diversity.

Appointments of directors will be based on merit and candidates
will be considered against objective criteria, having due regard for the
benefits of diversity on the Board.

At present, the nomination committee has not set any measurable
objectives to implement the board diversity policy. However, it will
consider and review the board diversity policy and setting of any
measurable objectives from time to time.
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Nomination Policy

The Board has also adopted a nomination policy (the “Nomination
Policy”) which sets out the selection criteria and procedure of appointing
and re-appointing a Director. The selection criteria used in assessing
the suitability of a candidate include, inter alia, such candidate’s
academic background and professional qualifications, relevant
experience in the industry, character and integrity etc.

Pursuant to the Nomination Policy, the nomination committee
reviews the structure, size and composition of the Board periodically
and make recommendation on any proposed changes to the Board to
complement the Company’s corporate strategy. When it is necessary
to fill a casual vacancy or appoint an additional director, the nomination
committee identifies or selects candidates as recommended to the
committee pursuant to the criteria set out in the Nomination Policy.
Based upon the recommendation of the nomination committee, the
Board deliberates and decides on the appointment. In addition, pursuant
to the articles of association of the Company, every director shall be
subject to retirement by rotation or re-election at least once every
three years and shall be eligible for re-election at each annual general
meeting. The nomination committee shall review the overall contribution
and service to the Company, expertise and professional qualifications
of the retiring directors, who offered himself/herself for re-election at the
annual general meeting, to determine whether such director continues
to meet the criteria as set out in the Nomination Policy.
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AUDIT COMMITTEE

The audit committee comprises three INEDs of the Company,
being, Mr. Lam Yat Fai, Mr. Chiu Sung Hong and Mr. Chiu Fan Wa
and one non-executive Director, Mr. Shen Bo. Mr. Lam Yat Fai is the
chairman of the audit committee.

The role and function of the audit committee include the
followings:

. review of and monitor the external auditor’s independence
and objectivity and the effectiveness of the audit process in
accordance with applicable standard,;

. review of the annual and interim financial statements prior
to their approval by the Board, and recommend application
of accounting policies and changes to the financial reporting
requirements; and

. review of the Company’s financial controls, internal controls
and risk management systems to ensure that management
has discharged its duty to have an effective internal control
system.

During the FYE2019, the audit committee held 2 meetings. Details
of individual attendance of its members are as follows:
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The work performed by the audit committee during the FYE2019
includes the followings:

. review the financial statements for the year ended 31
March 2018 and for the six months ended 30 September
2018;

. consider and approve of the remuneration and terms of
engagement of the external auditor; and

. review the internal control and financial reporting matters of
the Company.

RISK MANAGEMENT COMMITTEE

The Company has established risk management committee
comprising two INEDs, Mr. Chiu Sung Hong (chairman of risk
management committee) and Mr. Lam Yat Fai and one executive
Director, Mr. Fang Wen Quan.

The role and function of the risk management committee include
the followings:

. enhance and strengthen the system of risk management
of the Group and provide comments and recommendations

thereon to the Board;

. identify the risks of the Group and provide recommendations
to the Board; and

. other matters authorised by the Board.

During the FYE2019, the risk management committee held 1
meeting. Details of individual attendance of its members are as follows:
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DIVIDEND POLICY

The Board has adopted a dividend policy (the “Dividend Policy”)
which does not have any pre-determined dividend payout ratio. In
considering dividend payment, the Board will take into account factors
such as depending on results of operations, working capital, financial
position, future prospects, and capital requirements, as well as any
other factors which the directors of the Company may consider relevant
from time to time. The Board will review the Dividend Policy from time
to time and the Dividend Policy does not constitute any commitment or
obligation of the Company to declare dividends.

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code for Securities
Transactions by Directors (the Model Code) of Listed Issuers as set out
in Appendix 10 of the Listing Rules as the code of conduct regarding
Directors’ securities transactions. Having made specific enquiry of all
the Directors of the Company, they all confirm that they have complied
with the Model Code throughout the FYE2019.

AUDITOR’S REMUNERATION

The fees in relation to the audit and other services, including
reviewing interim results and taxation services for the year provided
by Messrs. Ernst & Young, Certified Public Accountants, the external
auditor of the Company, amounted to HK$1,370,000 and HK$392,000
respectively.

DIRECTORS’ RESPONSIBILITY FOR PREPARING THE
CONSOLIDATED FINANCIAL STATEMENTS

The Directors of the Company acknowledge that it is their
responsibilities for preparing the financial statements. The Directors
of the Company consider that the Group’s financial statements have
been properly prepared in accordance with relevant regulations and
applicable accounting principles. The Directors of the Company are
not aware of any material uncertainties relating to events or conditions
which may cast significant doubt upon the Company’s ability to continue
as a going concern. The statement of the auditor about its reporting
responsibilities on the financial statements is set out in the Independent
Auditor’s Report on pages 57 to 63.
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RISK MANAGEMENT AND INTERNAL CONTROL

The Board is responsible for maintaining a sound and effective
risk management and internal control systems so as to ensure the
shareholders’ investment and the Company’s assets are properly
safeguarded. The systems of risk management and internal control are
designed to manage the risk of failure to achieve corporate objectives
and can only provide reasonable but not absolute assurance against
material misstatement, loss or fraud.

The Company established an internal audit department to assess
its risk management and internal control systems, formulating an
impartial opinion on the systems, and reporting its findings to the Audit
Committee, the Chairman of the Board and the senior management
concerned on a regular basis as well as following up on all reports to
ensure that all issues have been satisfactorily resolved.

Risk Management Framework

1. Each business unit is responsible for identifying, assessing and
managing risks within its business, ensuring that appropriate
internal controls for effective risk management are implemented
— principal risks are identified and assessed in the yearly
business planning process with action plans to manage those
risks;

2. The management is responsible for overseeing the risk
management and internal control activities of the Group — regular
meetings with each business unit to ensure principals risk are
properly managed, and new or changing risks are identified;

3. The Board is responsible for reviewing and approving the
effectiveness and adequacy of the Group’s risk management and
internal controls — review of the annual internal audit report and
consideration of the Audit Committee’s recommendation.

The risk management framework, coupled with our internal
controls, ensures that the risks associated with our different business
units are effectively controlled in line with the Group’s risk appetite.
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The risk management system of the Group is designed to
facilitate effective and efficient operations, to ensure the maintenance
of proper accounting records, to ensure compliance with applicable
laws and regulations, to identify and manage potential risks and to
safeguard assets of the Group. The management is responsible for
the design, implementation and maintenance of internal controls, while
the Audit Committee and the Board review the effectiveness of the
Group’s systems of risk management and internal controls through the
assistance of the internal audit function.

There is no material internal control deficiency that may affect the
shareholders of the Company which has come to the attention of the
Audit Committee or the Board. The Directors are of the opinion that the
Company has complied with code provisions C.2.1 and C.2.2 on internal
controls as set out in the CG Code contained in Appendix 14 to the
Listing Rules.

During the FYE2019, the Board has reviewed the effectiveness
of the risk management and internal control systems through the audit
committee and the internal audit department of the Company. The
Board has also reviewed the adequacy of resources, qualifications and
experience of staff of the Company’s accounting and financial reporting
function, and their training programmes and budget.

The Board formed its own view on the effectiveness of the
systems based on the review of the internal audit report and the
recommendation of the Audit Committee.

In respect of the FYE2019, the Board considered the risk
management and internal control systems of the Group effective and
adequate. No significant areas of concern that may affect the financial,
operational, compliance controls, and risk management of the Group
have been identified. The Board also considered the resources,
qualification and experience, training programs and budget of the
Group’s accounting, internal audit and financial reporting functions
adequate. Nevertheless, the Group would take further steps to
continually improve its risk management and internal control systems.
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DISSEMINATION OF INSIDE INFORMATION

The Company is committed to a consistent practice of timely,
accurate and sufficiently detailed disclosure of material information
about the Group. The Company has adopted a Policy on Disclosure
of Inside Information which sets out the obligations, guidelines and
procedures for handling and dissemination of inside information. With
these guidelines and procedures, the Group has management controls
in place to ensure that potential inside information can be promptly
identified, assessed and escalated for the attention of the Board to
decide about the need for disclosure.

COMPANY SECRETARY

The Company has engaged and appointed Mr. Lo Tai On, a
representative from an external secretarial services provider, as the
company secretary of the Company. The primary contact person with
the company secretary of the Company is Mr. Wong Man Yuk, Financial
Controller. Mr. Lo has confirmed that he has taken no less than 15
hours of relevant training.

CONSTITUTIONAL DOCUMENTS

During the FYE2019, there was no change in the Company’s
constitutional documents.

SHAREHOLDER COMMUNICATION

The objective of shareholder communication is to provide our
shareholders with detailed information about the Company so that they
can exercise their rights as shareholders in an informed manner.

The Company employs a range of communication tools to ensure
its shareholders are kept well informed of key business imperatives.
These include general meetings, interim and annual reports,
announcements and circulars. Procedure for voting by poll had been
read out at the general meetings. All votes of the shareholders were
taken by poll. The Company announced results of the poll in the manner
prescribed under the Listing Rules.
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The 2018 AGM of the Company was held on 28 August 2018.
A notice convening the AGM contained in the circular dated 28 July
2018 was dispatched to the shareholders together with the 2018 annual
report. A separate resolution was proposed by the chairman of the
meeting in respect of each separate issue, including re-election of
Directors. Besides, an extraordinary general meeting (the “EGM”) of the
Company was held on 7 May 2019

Mr. Fang Wen Quan, the Chairman and the executive Director
Mr. Lui Man Sang, Dr. Lam Lee G., non-executive Director, and three
INEDs, namely Mr. Lam Yat Fai, Mr. Chiu Sung Hong and Mr. Chiu
Fan Wa attended the AGM and the EGM to answer questions raised
from shareholders. Each of Mr. Shen Bo and Mr. Feng Quanming,
non-executive Director of the Company, was unable to attend the 2018
AGM and the EGM due to his other business commitment. No other
general meeting was held during the year.

INVESTOR RELATIONS

The Group fully recognises the importance of employing a
professional, truthful and proactive attitude in promoting investor
relations. This underscores the Group’s persistence in maintaining
optimum allround communications with investors, allowing it to collect
information and valuable feedbacks from investors and announce its
business strategy and direction in due course. These efforts are critical
for the Group to improve its corporate governance and strengthen
investor confidence.

Ensuring high corporate transparency is a key emphasis in
the Group’s investor relations activities. During the FYE2019, the
Group promoted investor relations through different channels. Regular
meetings were held between the management and investors. Latest
information regarding the Group and its business is proactively
disclosed to investors so that the best investment decisions can be
made. Whenever announcements on annual results, interim results
and material transactions are made, the Group will capitalise such
opportunities to enhance communications with investors, explaining
to them the Group’s latest operational situations and direction of
development.
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The Company also maintains a website at www.tiandapharma.com,
where updates on the Company’s business developments and operations,
financial information and news can always be found.

Shareholders and investors may at any time send their enquiries
and concerns to the Board in writing through Investor Relations &
Corporate Communications Department whose contact details are as
follows:
Address:  Suites 2405-2410, 24th Floor, CITIC Tower,
No. 1 Tim Mei Avenue, Central, Hong Kong
Fax: (852) 2541 6558
Email: investor_relations@tianda.com

SHAREHOLDERS' RIGHTS

The general meetings of the Company provide an opportunity
for communication between the shareholders and the Board. The AGM
of the Company shall be held in each year at such place as may be
determined by the Board. All general meetings other than AGM shall be
called an extraordinary general meeting (the EGM). Set out below are
procedures by which shareholders may (1) convene the EGM; (2) put
forward enquires to the Board; and (3) put forward proposals at general
meetings. The procedures are subject to the Company’s articles of
association and applicable legislation and regulations.

(1) Procedures for shareholders to convene the EGM

Any 2 or more shareholders holding at the date of the deposit of
the requisition in aggregate not less than 25 per cent of such of the paid
up capital of the Company as at the date of the deposit carries the right
of voting at general meetings of the Company.

Such requisition must state the objects of the meeting and
must be signed by the requisitionists and deposited at the Company’s
principal office in Hong Kong at Suites 2405-2410, 24th Floor, CITIC
Tower, No. 1 Tim Mei Avenue, Central, Hong Kong.

Annual Report 2019

ARABDIRERBERL BU B
www.tiandapharma.com » 48 i _E & R Ef & #
RATIZEBRBEREREE  MBEN KN
o

RERMEEEABRUERLAFH
BHRMAEIBBREEMFRKREEENE
BEREEE - B&HFBNOT :

iar .  FEPRFEEIR

HR {5 KB 24182405-2410F
fE :  (852) 25416558
TEEL ©  investor_relations@tianda.com

R SRAEF

FABRRAGRMRRASTEEE
BZEE - ARFARREFAGEREFE
T - AEHMBEHAERTRAE -RRBFX
LN ZFRERRAE IR ARRERK
G TXHIRRNBARREFINKE ;
QEEFFRHES ; ROERRKE L
REBRZEF ZFREFARETRAE

SRR R IE R ABIAR Z AR ©

(1) BRREBFARRBFINXEZERF

RERFHIARG TR A AR s LR
RZEHEREBRA EZFRINERE
RZBAGHFERALVREARTANERE
RZBWEERBERRAGIREEZ25%H
R -

BRABRNEYIPEEZBEUREA
BHBERABRE ) UEXAIRENEAZ
FERER > MAATBRIRFEZEISHH
{5 KB 24182405-2410F ©

| 7235 2019 JRJY



40 ESEEEEERE

Tianda Pharmaceuticals Limited

CORPORATE GOVERNANCE REPORT
EEEGRE

If the Directors do not within 21 days from the date of the deposit
of such requisition proceed duly to convene the EGM, the requisitionists
themselves may convene the EGM in the same manner, as nearly as
possible, as that in which meetings may be convened by the Directors,
and all reasonable expenses incurred by the requisitionists as a result
of the failure of the Directors to convene such a meeting shall be
reimbursed to them by the Company.

The notice period to be given to all the registered shareholders for
consideration of the proposal raised by the requisitionist(s) concerned at
the EGM varies according to the nature of the proposal as set out in the
Company’s articles of association and the CG Code.

(2) Procedures to put forward enquiries to the Board

Shareholders may, at any time, direct enquire to the Board.
All enquiries shall be in writing with the detail contact information
of the requisitionists through the Company’s principal place of
business of Hong Kong at Suites 2405-2410, 24th Floor, CITIC
Tower, No. 1 Tim Mei Avenue, Central, Hong Kong or email to
direct_enquiries@tianda.com for the attention of the Board.

(3) Procedures to put forward proposals at general meetings

There are no provisions in the Company'’s articles of association
or the Cayman Islands Companies Law for shareholders to put forward
new resolution at general meetings other than a proposal of a person
for election as director. Shareholders may follow the procedures set out
above to convene the EGM for any business specified in such written
requisition.

The procedures for shareholder of the Company to propose a
person for election as director is posted on the Company website at
www.tiandapharma.com.
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REPORT OF THE DIRECTORS
EFEHE

The Directors present their annual report and the audited
consolidated financial statements for the FYE 2019.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The
principal activities of its subsidiaries are research and development,
production and sales of pharmaceutical, biotechnology and healthcare
products. The Group also engages in the sales and wholesales of
Chinese Herbal Medicines, Traditional Chinese Medicine decoction
pieces and Chinese medicines.

BUSINESS REVIEW

The business review of the Group for the year ended 31 March
2019 containing a fair review of the business during the year and
discussion of future business development of the Group and the
principal risks and uncertainties facing the Group is set out in the
sections headed “Report of the Chairman” and “Management Discussion
and Analysis” from pages 15 to 16 and pages 17 to 23 respectively of
this Annual Report.

The financial risk management objectives and policies of the
Group are shown in note 36 to the consolidated financial statements.

RELATIONSHIP WITH EMPLOYEES, CUSTOMERS AND
SUPPLIERS

The Group understands the importance of maintaining a good
relationship with its employees, customers and suppliers to meet its
immediate and long-term business goals. During the year under review,
there were no material and significant dispute between the Group and
its employees, customers and suppliers.
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ENVIRONMENTAL POLICIES AND PERFORMANCE

The Group is committed to the sustainable development of the
environment and our society. The Group has endeavoured to comply
with laws and regulations regarding environmental protection and
adopted effective environmental practices to ensure our business
meet the required standards and ethics in respect of environmental
protection. Further discussions on the Group’s environmental policies
and the relationships with various stakeholders will be covered in a
separate “Environmental, Social and Governance (ESG) Report”. The
ESG Report will be published in the due course.

COMPLIANCE WITH RELEVANT LAWS AND REGULATIONS

During the year, as far as the Board and management are aware,
there was no material breach of or non-compliance with the applicable
laws and regulations by the Group that has a significant impact on the
businesses and operations of the Group.

SEGMENTAL INFORMATION

An analysis of the Group’s revenue and contribution to results
by segment for the FYE2019 is set out in note 4 to the consolidated
financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

For the FYE2019, the five largest customers of the Group
accounted for approximately 13.2% of the Group’s total revenue
while the largest customer of the Group accounted for approximately
4.1% of the Group’s total revenue. In addition, for the year ended
31 March 2019, the five largest suppliers of the Group accounted for
approximately 23.5% of the Group’s total purchases while the largest
supplier of the Group accounted for approximately 7.4% of the Group’s
total purchases.

During the FYE2019, to the knowledge of the Directors,
Tianda Group and Hongta Tobacco (Group) Limited (Hongta)
indirectly hold the respective of 60% and 40% equity interest in
BBES &R ENFEARAT (Zhuhai S.E.Z. Cheng Cheng
Printing Company Ltd.) (Cheng Cheng Printing) which is one of the five
major suppliers of the Group.
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Except for the above-disclosed, none of the Directors, associates
of Director or Shareholders of the Company (who to the knowledge
of the Directors owes more than 5% of the Company’s share capital)
had any interest in the Company’s five major suppliers or five major
customers during the year.

RESULTS

The results of the Group for the year ended 31 March 2019
are set out in the consolidated statement of profit or loss and other
comprehensive income pages 64 to 65.

DIVIDEND

The Board has recommended the payment of a final dividend of
HKO0.11 cent (2018: HK0.35 cent) per share for the FYE2019, subject to
shareholders’ approval at the forthcoming 2019 annual general meeting
(the AGM). The final dividend is expected to be paid on or before
Friday, 20 September 2019 to the shareholders whose names appear
on the register of members of the Company on Monday, 9 September
2019.

The register of members of the Company will be closed from
Wednesday, 4 September 2019 to Monday, 9 September 2019 (both
day inclusive), whereby no transfer of shares will be registered. In
order to qualify for the proposed final dividend, all completed forms
of transfers with the relevant share certificate(s) must be lodged with
the Company’s Hong Kong Branch share registrar, Tricor Secretaries
Limited, Level 54, Hopewell Centre, 183 Queen’s Road East, Hong
Kong, not later than 4:30 p.m. on Tuesday, 3 September 2019.

Annual Report 2019

BREXBEESIN  KEF -EFZM
BAHBBESANER A RTRAE%U L
ZEABRRBERETEERNELIATZ
AREEEHAAT A REREMER -

e}

AEEBE2019F383MBALEEE ¥
BEEHNFUMESEZ A EERET2EK
H’!‘l%\

EEYEEM019 BFEEIRE KL
3 2 &880 1178 1L (20184 : 0.35:8 1) > &
FRENRERE019EREAFERDT (REH
FXg) LBBESAIES - AR R2019
FIH20H (BHH) 2z AiERZ AR
20195F989H (28 —) 2 RE B M L8R
RYAREARKRE

H20195F984H (2# =) £ E20195F
9891 (2H—) (BEEEMAB) » &xAFH
BEEHRERMBAERFE  AMBER
FETRVDBRERL - AN ERERE
SERHARR R > ZER201949831 (EHFT)
THFOB=+DBFAEEY 2 EERK
EREAREZELAQATDNEBRMHBL
BN ERENERFAERAR (itAE
BEE KB HE1835E S M 05418) UEE
nE, °

ST 43



44 ESEEEE

Tianda Pharmaceuticals Limited

REPORT OF THE DIRECTORS
EFEHE

SUMMARY FINANCIAL INFORMATION

A summary of the results and of the assets and liabilities of the
Group for the last five financial years is set out pages 8 to 9 of this
annual report.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the
Group during the FYE2019 are set out in note 13 to the consolidated
financial statements.

SHARE CAPITAL

Details of the Company’s share capital are set out in note 26 to
the consolidated financial statements.

RESERVES

Details of movements in the reserves of the Group during the
FYE2019 are set out in the consolidated statement of changes in equity
set out on page 68 of this annual report.

DISTRIBUTABLE RESERVES

As at 31 March 2019, the Company had retained profits
available for cash distribution and/or distribution in specie as computed
in accordance with the Companies Law of the Cayman Islands of
approximately HK$110,018,537. Moreover, the share premium account
of the Company may be distributed, provided that immediately following
the date on which the dividend is proposed to be distributed, the
Company will be in a position to pay off its debts as and when they
fall due in the ordinary course of business. As at 31 March 2019, the
Company’s share premium account amounted to HK$338,904,285.
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DIRECTORS g5
The Directors of the Company during the FYE2019 and up to the R BFEERNKREEARRS B
date of this report were: ZHERATEES .
Executive Directors: BITESE .
Mr. Fang Wen Quan AXRERE
(Chairman and Managing Director) (BEFERREFISIE)
Mr. Lui Man Sang BXERE
Non-executive Directors: JEMITESE -
Mr. Shen Bo R ST
Mr. Feng Quanming BEBPRE
Dr. Lam Lee G. MREBIEL
INEDs: BIERTES:
Mr. Lam Yat Fai MEEEE
Mr. Chiu Sung Hong HERLE
Mr. Chiu Fan Wa M ERE
In accordance with Article 99 of the Company’s articles of RIBAAT 2 ERMAFEF  FER

association, Messrs. Feng Quanming, Lam Yat Fai and Chiu Fan Wa B4 «- MBBAE RBEMELEB R K
shall retire from their office by rotation at the forthcoming annual general ~ RAFIEERRBAFAE LHESR HE
meeting of the Company. Being eligible, they will offer themselves for ~ S EIRMEENREERREBERG LBEE
re-election at the forthcoming AGM. HAE o

INEDs and non-executive Directors are appointed for a term of 2 BAFHTESRIIENITESZEH
years and are subject to retirement in accordance with the Company’'s 2% > W ARIBEA R T ZERZMAEFR ©
articles of association.
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DIRECTORS’ SERVICE CONTRACTS

None of the Directors has entered into any service agreement
with the Company which is not determinable by the Company within
1 year without payment of compensation, other than statutory
compensation.

DIRECTORS’ INTERESTS IN SHARES AND UNDERLYING
SHARES

At 31 March 2019, the interests of the Company’s Directors, chief
executives and their associates in the shares and underlying shares of
the Company and its associated corporations as recorded in the register
maintained by the Company pursuant to Section 352 of the Securities
and Futures Ordinance (Cap. 571, Laws of Hong Kong) (SFO), were as
follows:
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Mr. Fang Wen Quan Held by controlled corporation 1,194,971,370 55.58
(Note)
BXERE REZEFES (Ht52)

Note: All the above shares are beneficially owned by Tianda Group. Mr. Fang Wen
Quan has 100% equity interests in Tianda Group and, accordingly, is deemed
to have a corporate interest in the above shares owned by Tianda Group and
all the interests stated above represent long positions.
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SHARE OPTION SCHEME

The purpose of a share option scheme (the Scheme) is to enable
the Company to recognise the future and/or past contributions of the
participants (as defined in the Scheme and including any director
and employee of any member of the Group) to the Company, and
to attract and retain such important participants and/or to maintain
a continuing relationship, with participants who have contributed to
the result, growth, success and benefit of the Group, and in relation
to administrative staff, to recruit and retain experienced and talented
individuals and/or to reward their past contributions.

The Scheme is for a period of 10 years from the date of adoption
on 13 July 2010. The Directors may, at their discretion, make an offer
to any participant to take up options. An option is deemed to have
been granted and accepted by the grantee upon his or her signing the
duplicate letter comprising acceptance of the option and paying HK$1 by
way of consideration for the grant thereof.

The subscription price for shares of the Company under the
Scheme shall be no less than the higher of (i) the closing price of the
shares of the Company as stated in the Hong Kong Stock Exchange’s
daily quotations sheet on the offer date (which date must be a business
day); (ii) a price being the average of the closing prices of the shares
of the Company as stated in the Hong Kong Stock Exchange’s daily
quotations sheets for the 5 business days immediately preceding the
offer date; and (iii) the nominal value of a share of the Company on the
offer date.

The total number of shares of the Company which may be issued
upon exercise of all options to be granted under the Scheme and any
other share option schemes of the Company shall not in aggregate
exceed 10 per cent of the total number of shares of the Company in
issue as at the date of approval of the Scheme. An option may be
exercised during a period to be determined by the Directors in its
absolute discretion and in any event such period shall not be longer
than 10 years from the date upon which the option is granted.
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The total number of shares issued and to be issued upon exercise
of the options granted to each participant under the Scheme in any
12-month period shall not exceed 1 per cent of the total number of
shares in issue of the Company. Any further grant of options in excess
of the 1 per cent limit shall be subject to shareholders’ approval in
a general meeting with such participant and his or her associates
abstaining from voting.

No Share Option has been granted since the adoption of the
Scheme on 13 July 2010.

DIRECTORS’ INTERESTS IN TRANSACTIONS, AGREEMENTS OR
CONTRACTS OF SIGNIFICANCE

Save as disclosed in note 33 to the consolidated financial
statements, no transaction, agreement or contract of significance to
which the Company, its holding 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.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

Save for the Scheme of the Company disclosed above, at no
time during the year was the Company, its holding company or any of
its subsidiaries a party to any arrangements to enable the Directors to
acquire benefits by means of the acquisition of shares in, or debentures
of, the Company or any other body corporate and none of the Directors
nor any of their spouses or children under the age of 18 had any rights
to subscribe for the securities of the Company, or had exercised any
such rights during the year.

PERMITTED INDEMNITY PROVISION

The articles of association of the Company provides that every
Director shall be indemnified out of the funds of the Company against all
liability incurred by him as such director in defending any proceedings,
whether civil or criminal, in which judgment is given in his favour, or in
which he is acquitted.

The Company has taken out insurance against the liabilities and
costs associated with defending any proceedings which may be brought
against the Directors of the Company and its subsidiaries.

REFR+ZERHERN > §R2HE
Rzt B ITREFER ZBREMERT
RFEHITZRNBE > FEBBERE
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SUBSTANTIAL SHAREHOLDERS FERRK

7201938 31H » IRIBEESF ALK
BIEBIR A A B FIFEZ T ERTE M
Fim: FHIRREBENEARATNHEFES
NERH U L BEITRAZ HERARER :

At 31 March 2019, the register of substantial shareholders
maintained by the Company pursuant to Section 336 of the SFO shows
that the following shareholders had notified the Company of the relevant
interests in 5% or more of the issued share capital of the Company:

Number of
Name of Shareholder Capacity shares held %
RRRBE 515 FisEZRIH#E B
Tianda Group Beneficial owner 1,194,971,370 55.58
(Note 1)
AREH BEEEAA (Hfaz1)
Mr. Fang Wen Quan Held by controlled corporation 1,194,971,370 55.58
(Note 1)
B XHERE RELEFER (Hfaz1)
SIIC Medical Science and Beneficial owner 280,517,724 13.05
Technology (Group) (Note 2)
Limited (SMST)
EEEXRERK (5FE) BEDEBA (Htaz2)
BRAR (L EEBE)
Shanghai Pharmaceuticals Held by controlled corporation 280,517,724 13.05
Holding Co., Ltd. (SPHL) (Note 2)
LT EBEEERMAERAT REZEEFAR (Ht5t2)
(BB
Shanghai Industrial Investment Held by controlled corporation 280,517,724 13.05
(Holdings) Co., Ltd. (SIIC) (Note 2)
EEEXE (EE) BARAE REZFEFE (Htz£2)
(LEER®)
Hongta Tobacco (Group) Beneficial owner 207,616,264 9.66

Limited (Hongta)
AEEE (EE) AR
BERE (A1)

Notes:

£

BEmBEBEA

Htat -

(1) These 1,194,971,370 shares are beneficially owned by Tianda Group. Mr. (1) ZHFE1NUNIMITORB T ERAEEERE
Fang Wen Quan has 100% equity interests in Tianda Group and, accordingly, BoAXHERERRAEEBEEZIBRE
is deemed to have a corporate interest in the said 1,194,971,370 shares it HERARRAKEBMERZ Lt
owned by Tianda Group. 1,194,971 370 IR ID B AR ©

(2)  These 280,517,724 shares are beneficially owned by SMST. SMST (2) 5%%5280,517, 124G L BB EERER ©
is beneficially owned as to 100% by SPHL and SIIC is the controlling TEBRERRE L EEBESY#EE ML
shareholder of SPHL. Accordingly, SIIC and SPHL are deemed to be BEEA LSEBENERRKERE -Fit > £
interested in the said 280,517,724 shares owned by SMST. EEREERERFAANLEREMERTZ

L 31280,517, 724 17 R E B HE = o
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All the interests stated above represent long positions. As at 31
March 2019, no short position was recorded in the register kept by the
Company under section 336 of the SFO.

Save as disclosed above, the Company has not been notified of
any other interest representing 5% or more in the Company’s issued
share capital as at 31 March 2019.

PURCHASE, SALE AND REDEMPTION OF THE COMPANY’S
LISTED SECURITIES

During the FYE2019, the Company repurchased a total of
434,000 ordinary shares of HK$0.1 each on the Stock Exchange of
Hong Kong for a total consideration of HK$111,570 (excluding the
transaction cost). All the repurchased shares were subsequently
cancelled. Details of the shares repurchased during the period are set
out as follows:

Month of repurchase Number of shares

Repurchase price per share

LA EMERESEFRE © 122019438
318 » BRERE T F KIS 1551 53361%
FRFBEZ B Ml S| ERR A ER o

BREXIREEN > AATLEENS
R ALH2019F3B83M B HBE AR A T5%H
NEBETRAZEMNHECHE -

e - HERBOFATZ LHES

PR220190 N EE » K AR R RFAE
[0 B8434,00002 = IR0 1B TR S iE AL > 48
REBIMN5708B T (FEEXZER) oFr
BELIERMNEREWMEN - AN E[LIE
R ZEFBEHINWT :

Total consideration

=158 A {5 LEavt 4=| ShzEIEEE BARE

Highest Lowest (excluding transaction cost)

=B RIEE FEEXZER)

HK$ HK$ HK$

BT BT BT

April 2018 20,000 0.305 0.305 6,100
2018548

May 2018 50,000 0.305 0.295 15,000
2018558

August 2018 364,000 0.255 0.243 90,470
20184F8 8

434,000 111,570

The Directors believe that repurchases of shares are in the
best interests of the Company and its shareholders and that such
repurchases of shares would benefit shareholders as a whole by
enhancing the earnings per share of the Company. Save as disclosed
above, neither the Company nor any of its subsidiaries had purchased,
sold or redeemed any of the Company’s listed securities for the
FYE2019 and up to the date of this report.

EFRE OBEBROFTEEQFAKRE
RRZ&EMNm > BZFRMEETRS
rRBEIEREN  MEBRBRRET &
LR EESN s 20O EEREESRK
SHE > AATHETMAMB AR MERE
B HENBOAQRERNLHES -
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ANNUAL CONFIRMATION OF INDEPENDENCE

The Company has received, from each of the INEDs, an annual
confirmation of his independence pursuant to Rule 3.13 of the Listing
Rules. The Company considers all of the INEDs are independent.

CONNECTED TRANSACTIONS AND CONTINUING CONNECTED
TRANSACTIONS

Major and Connected Transactions

On 22 February 2019, Tianda Pharmaceuticals (Hong Kong)
Limited (“TPHK”), a wholly-owned subsidiary of the Company and
Tianda Group, the controlling shareholder of the Company, entered into
an agreement, pursuant to which, among other things, Tianda Group
grants a conditional disposal right (“Disposal Right”) to TPHK. Pursuant
to the Disposal Right, upon fulfilment of all of the triggering conditions,
TPHK shall inform Tianda Group to acquire, either by Tianda Group
itself or through its wholly-owned subsidiary, and Tianda Group shall,
without any discretion, acquire the entire equity interest in Zhuhai
Tianda Realty Ltd. (“Zhuhai Realty”) from TPHK at a consideration
of RMB125 million (equivalent to approximately HK$145 million) plus
the cash at bank of Zhuhai Realty as at the Closing Date, which the
consideration shall not be more than RMB145 million (equivalent to
approximately HK$168.2 million) in any event. The transactions were
approved by independent shareholders at the extraordinary general
meeting held on 7 May 2019. Details of the transactions are set out in
the Company’s circular dated 12 April 2019.

The above transactions constitute a major transaction for the
Company under Chapter 14 of the Listing Rules. Tianda Group, in
which its entire equity interests are owned by Mr. Fang Wen Quan,
the Chairman and Managing Director of the Company, is interested in
approximately 55.58% of the issued share capital of the Company. As
such, Tianda Group is a connected person of the Company and the
abovementioned transactions also constitute non-exempted connected
transactions of the Company under Chapter 14A of the Listing Rules.
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Continuing Connected Transactions

During the FYE2019, the Group conducted certain transactions
with connected persons which constituted “continuing connected
transactions” under the Listing Rules. Details of this continuing
connected transaction which is subject to the reporting requirements
under Rule 14A.71 of the Listing Rules are summarised as follows:

PURCHASES OF THE INSTRUCTION LEAFLETS, PACKAGING
BOXES AND RELATED PRODUCTS AND SERVICES

On 16 May 2018, a Framework Agreement was entered into
between the Company and Tianda Culture Holdings (China) Limited
(“TCH (China)”) for governing the transactions of purchasing printed
instruction leaflets, packaging boxes and related products and designing
services from TCH (China) and its subsidiaries by the Group for a term
of three years for commencing on 1 April 2018 and expiring on 31
March 2021.

TCH (China) is a subsidiary of Tianda Group, the controlling
shareholder of the Company, so it is a connected person of the
Company under the Listing Rules. Accordingly, this Framework
Agreement and the transactions contemplated under this Framework
Agreement constitute continuing connected transactions of the
Company under Chapter 14A of the Listing Rules. Details of the
transactions are set out in the Company’s announcement dated 16 May
2018.

HEMERS

P01 BEER > FEFELEREA
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The annual cap and the actual amount of the above continuing
connected transactions for the FYE2019 as shown as follows:

Annual Report 2019

LRFERERZIR2019MBREEZ
FELRAREBEREZBRIITAOT :

The actual
Business type The annual cap  transaction amount
EuESE FELR BERZZEH
HK$ HK$
BT BT

Purchasing printed instruction leaflets, REBERIREE - BRI R

packaging boxes and related 18 A 2 e AR 7S

products and services 8,000,000 5,444 975

PROVIDING PRODUCTS AND LOGISTICS SERVICES

On 26 March 2018, the Company entered into a Framework
Agreement with Shanghai Pharmaceuticals Holding Co., Ltd.* (SPHL)
for a 3-year term commencing from 1 April 2018 to 31 March 2021 and
it is expected that the Group and SPHL Group will from time to time
enter into transactions by providing products (including pharmaceutical
products, Chinese medicines and healthcare products) and logistics
services to each other during the ordinary and usual course of business.

As SPHL is a substantial shareholder of the Company, which
indirectly holds 13.05% interest in the issued share capital of the
Company. SPHL is therefore a connected person of the Company
under Chapter 14A of the Listing Rules. Accordingly, the Framework
Agreement and the transactions contemplated under the Framework
Agreement constitute continuing connected transactions of the
Company. Details of the transactions are set out in the Company’s
announcements dated 26 March 2018 and 31 January 2019.

*  For identification purpose only

e {5 2 o B R B X AR 75

22018538 26H » A 8 5B 5E
EERGERAR (LEBE) HiT—M=
FHAMMEZR 7% © HAPRHR20185F4 B 1HFA%A
F2MEIF/NH o RTEAAEEE FEER
EEET—RERHEERAREY - BEAR
REHEmBAHEER (BIEME - PER
RIEER) RIREYRECERTS ©
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The annual cap and the actual amount of the above continuing
connected transactions for the FYE2019 as shown as follows:

LRFERERZ R0 BREEZ
FELRAEBERZBRIITAOT :

The actual
Business type The annual cap  transaction amount
EHER FELR BERZAEH
HK$ HK$
BT BT
Products and logistics services LtEEFmAERREEN
provided by SPHL Group to 7 i K ) B iR AR 7%
the Group 6,500,000 -
Products and logistics services AEBR EEEBEHRDN
provided by the Group to SPHL Group B R B X BR 75 16,000,000 13,137,992
Pursuant to Rule 14A.55 of the Listing Rules, INEDs have 1R £ 5 R B 55 14A.551% » B IL JEH

reviewed the above continuing connected transactions and confirmed
that:

1. these transactions were in the Group’s ordinary and usual
course of business;

2. these transactions were entered into on normal commercial
terms; and

3. these transactions were carried out in accordance
with respective agreement terms which were fair and
reasonable, and in the interests of the Company and the
shareholders as a whole.

The Company’s auditor, Ernst & Young have provided a letter to
the Board confirming that the above continuing connected transactions:
1. have received the approval of the Board;

2. have been entered into in accordance with the relevant
agreement governing the transactions; and

3. have not exceeded the cap disclosed in previous
announcement(s).

TEFEERLRFERERS > W3
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RELATED PARTY TRANSACTIONS

Details of the material related party transactions undertaken
by the Group in its normal course of business are set out in note
33 to the consolidated financial statements. Those related party
transactions which constituted continuing connected transactions/
connected transactions under the Listing Rules which are set out in the
section headed “Connected Transactions and Continuing Connected
Transactions” above and complied with Chapter 14A.

EMOLUMENT POLICY

The emolument policy regarding the employees of the Group is
based on their merit, qualifications and competence. The emoluments
of the Directors are reviewed by the remuneration committee, having
regard to the Company’s operating results, individual performance and
comparable market statistics. No Director or any of his associates and
executive is involved in dealing his own remuneration.

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.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of its Directors, the Company has maintained
the prescribed public float under the Listing Rules throughout the
FYE2019.
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AUDITOR

Deloitte Touche Tohmatsu (Deloitte) resigned as auditor of the
Company on 12 October 2017 and Ernst & Young was appointed as
auditor of the Company to fill the vacancy arising from the resignation
of Deloitte on 27 October 2017. Save as the disclosed above, there was
no change in auditor during the past 3 years.

The financial statements of the Company and its subsidiaries
for the FYE2019 have been audited by Ernst & Young who retire and,
being eligible, offer themselves for re-appointment. A resolution will
be submitted to the forthcoming AGM to re-appoint Ernst & Young as
auditors of the Company.

On behalf of the Board
Tianda Pharmaceuticals Limited

Fang Wen Quan
Chairman

Hong Kong, 26 June 2019
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INDEPENDENT AUDITOR’S REPORT
GENVEE7 S e

TO THE SHAREHOLDERS OF TIANDA PHARMACEUTICALS LIMITED
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of
Tianda Pharmaceuticals Limited (the “Company”) and its subsidiaries
(the “Group”) set out on pages 64 to 176, which comprise the
consolidated statement of financial position as at 31 March 2019, and
the consolidated statement of profit or loss and other comprehensive
income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended, and
notes to the consolidated financial statements, including a summary of
significant accounting policies.

In our opinion, the consolidated financial statements give a true
and fair view of the consolidated financial position of the Group as
at 31 March 2019, and of its consolidated financial performance and
its consolidated cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs”) issued by
the Hong Kong Institute of Certified Public Accountants (‘HKICPA”)
and have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards
on Auditing (‘HKSAs”) issued by the HKICPA. Our responsibilities under
those standards are further described in the Auditor’s responsibilities for
the audit of the consolidated financial statements section of our report.
We are independent of the Group in accordance with the HKICPA’s
Code of Ethics for Professional Accountants (the “Code”), and we have
fulfilled our other ethical responsibilities in accordance with the Code.
We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

HEBRREREZEE—
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INDEPENDENT AUDITOR’S REPORT
CEVE 7 e

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the consolidated
financial statements of the current period. These matters were
addressed in the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion thereon, and we do
not provide a separate opinion on these matters. For each matter below,
our description of how our audit addressed the matter is provided in that
context.

We have fulfilled the responsibilities described in the Auditor’s
responsibilities for the audit of the consolidated financial statements
section of our report, including in relation to these matters. Accordingly,
our audit included the performance of procedures designed to
respond to our assessment of the risks of material misstatement
of the consolidated financial statements. The results of our audit
procedures, including the procedures performed to address the matters
below, provide the basis for our audit opinion on the accompanying
consolidated financial statements.

Key audit matter

R ETEE

ik R

HREBAFFEERERFMANEEN
i BAHTPRSMBRENEARS
EEMFR BEEFHREERMASFER
HEMBERRRLASRFETERERN-
RAFEGHEESHEHEBNER - 7t
TXEFEMS > HANXARREHEFAN
B EEARETEENFE -

HPIBBIT RS BT FAFRE
HBEREAEHEFEHFIRNEE &
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SAEBERTAREGREMBERREANER
R EMRIER - B EFHER
BREEUTEENER  SHMAMEH
N EMBEREANEBFTRIEHER -

How our audit addressed the key audit matter

BRIEMAEIEMRETEIA

Goodwill and other intangible assets’ impairment assessment on cash-generating units (“CGUs”)

REELEMHHERRECHNEERBEFG

As at 31 March 2019, the Group had goodwill at a carrying amount of
HK$104.8 million relating to the acquisition of subsidiaries during the year
and in prior years and other intangible assets at a carrying amount of
HK$28.5 million.

201938318 0 EEEAMANAFERNEFEWENE
NEWNEEZREE 41048000008 TUREC BT EEZIR
T 18 #2328,500,00078 5T ©

Our procedures in relation to the impairment
assessment of goodwill and other intangible
assets included:
ESNBEREEELEEREZTEIE
FFadE

()  Engaged our internal valuation expert
to evaluate the appropriateness of the
valuation methodologies adopted by
management and the terminal growth
rates and discount rates applied,;

() ZAE—BABLEERTLEEER
BzhERERERAZ KA RERR
FRENBEMS
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Key audit matter
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How our audit addressed the key audit matter

HANE

st EIZRA R B EIR

Goodwill and other intangible assets’ impairment assessment on cash-generating units (“CGUs”) (continued)

REEFENNHERECHENEERETG ()

The risk that we focused on in our audit is the risk of the impairment of (i)
the remaining balances of goodwill and other intangible assets. Given the

high level of management judgement in the impairment assessment, we
considered this area to be important to our audit.
BMPESEATRINEAREHEENECEBLEERERENR (i)
Bz o SRR E ST R B IR RIS K B > RIS A LR
HEAFMNEHFEEEE -

The significant accounting judgements and estimates and the disclosure of (iii)
the balances of goodwill and other intangible assets are included in notes 3,
15 and 16 to the consolidated financial statements.

FTEEHAERGESUARBENHCETLEEGRORERN
AR e TSR AR MY EES © 155116 o (iii)

(iv)

Tested the key assumptions based on our
knowledge of the business and industry and
by benchmarking against historical results
and/or independent data;
RIBESHEBRITENDH > B8
BB T ARS8 I BHR EEE LR
AR ;

Evaluated the historical accuracy of the
financial budgets and the growth rates used
in the discounted cash flows by comparing
the historical budgets to actual results;

BBLEBBERELAESLRE > 1E
FRRENENMBERENBEER

MRFAEBZIERE ;

Tested a selection of data inputs
underpinning the cash flow forecasts
against appropriate supporting evidence,
such as approved budgets, to assess the
accuracy and reliability; and

M EEE (FINEHTFESR) AR ZE
WERETFRPTEREZHA SR X
LRI R AR R

Assessed whether the disclosures of
impairment assessment in the consolidated
financial statements are sufficient and
appropriate.

HE AR S MBI P A AR ET L
EERSEHREE
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OTHER INFORMATION INCLUDED IN THE ANNUAL REPORT

The directors of the Company are responsible for the other
information. The other information comprises the information included in
the Annual Report, other than the consolidated financial statements and
our auditor’s report thereon.

Our opinion on the consolidated financial statements does
not cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements or our knowledge
obtained in the audit or otherwise appears to be materially misstated.
If, based on the work we have performed, we conclude that there is
a material misstatement of this other information, we are required to
report that fact. We have nothing to report in this regard.

RESPONSIBILITIES OF THE DIRECTORS FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation
of the consolidated financial statements that give a true and fair view
in accordance with HKFRSs issued by the HKICPA and the disclosure
requirements of the Hong Kong Companies Ordinance, and for such
internal control as the directors determine is necessary to enable the
preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

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

The directors of the Company are assisted by the Audit
Committee in discharging their responsibilities for overseeing the
Group’s financial reporting process.

FHABNVEEES

BAREFEEHHEFESAE HE
SRERTHREFHEANGER GREMBR
RRHEPIBZBETIR EFRIN) ©

RAHREMBREANERIEARE
HEFR  ZAfITFAHZFHEFERER
ERR AR ER SR o

EERMARGEMBRENES > &
PNEEEFEBEEERER  EIltBES
ZRHEEGRRERGREMBRERIEM
EESBREFRTHENBEREEEKRIESE
FEUFEFEEAHEBRRANBR - BN
BRAERITHIF  MREMAIBAEERE
BEAEAHBRL  HARTEREZF
Beo-zERE > HRAMLLEEMRS -

EFNGRSHMBRRARENTE

BEAREFAEERBEEBGSMA
ZREMI(ERMBREER) KEEB(AF
HEEYRERERBREEMTEHAEHR
BHRE IHERSRAEEEMBERERN
BREFAFERNRGFRERMERNEAHE
RRAMFFERAEFEST -

EREGEHBRERE > BHRRE
ERENE SEEFECENREND I
TERBERKRBEARESERAANER
URERFEBEERGER  IRF &
NEEFAER EEEBFENFLELE
2o WHBEAECERNERGE -
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Our report is made solely to you, as
a body, and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents of this
report.

Reasonable assurance is a high level of assurance, but is not
a guarantee that an audit conducted in accordance with HKSAs will
always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these consolidated
financial statements.

As part of an audit in accordance with HKSAs, we exercise
professional judgement and maintain professional scepticism throughout
the audit. We also:

. Identify and assess the risks of material misstatement of
the consolidated financial statements, whether due to fraud
or error, design and perform audit procedures responsive
to those risks, and obtain audit evidence that is sufficient
and appropriate to provide a basis for our opinion. The
risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as
fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

. Obtain an understanding of internal control relevant to
the audit 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 Group’s
internal control.

. Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and
related disclosures made by the directors.

Annual Report 2019
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. Conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant
doubt on the Group’s ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor’s report to the
related disclosures in the consolidated financial statements
or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence
obtained up to the date of our auditor’s report. However,
future events or conditions may cause the Group to cease
to continue as a going concern.

. Evaluate the overall presentation, structure and content
of the consolidated financial statements, including the
disclosures, and whether the consolidated financial
statements represent the underlying transactions and
events in a manner that achieves fair presentation.

. Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities
within the Group to express an opinion on the consolidated
financial statements. We are responsible for the direction,
supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

We communicate with the Audit Committee regarding, among
other matters, the planned scope and timing of the audit and significant
audit findings, including any significant deficiencies in internal control
that we identify during our audit.

We also provide the Audit Committee with a statement that
we have complied with relevant ethical requirements regarding
independence and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence,
and where applicable, related safeguards.
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From the matters communicated with the Audit Committee, we
determine those matters that were of most significance in the audit
of the consolidated financial statements of the current period and are
therefore the key audit matters. We describe these matters in our
auditor's report unless law or regulation precludes public disclosure
about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably
be expected to outweigh the public interest benefits of such
communication.

The engagement partner on the audit resulting in this independent
auditor’s report is Lam, Wai Ming, Ada.

Ernst & Young
Certified Public Accountants

Hong Kong
26 June 2019
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME
FeiEmAHEEEWmR

Year ended 31 March 2019 & Z 20193531 H IFE/E

2019 2018
Note HK$ HK$
Vs BT BT
REVENUE KA 5 527,002,819 361,554,649
Cost of sales HHE A& (102,923,092 (91,195,131)
Gross profit EF 424,079,727 270,359,918
Other income, gains and losses HEWA -« BEKkEE 5 16,934,667 14,968,639
Selling and distribution expenses HERDHZH (344,673,402)  (197,184,674)
Administrative expenses TR (63,258,048) (55,062,819)
Research and development expenses e (6,915,847) (3,138,669)
PROFIT BEFORE TAX PR# AL F 6 26,167,097 29,941,995
Income tax expense Frigitsz 9 (10,184,154) (7,779,956)
PROFIT FOR THE YEAR FEERF 15,982,943 22,162,039
OTHER COMPREHENSIVE (LOSS) INCOME HEe2m (§5518) W=
Other comprehensive income to be reclassified to  J{Z B HIRTHE & E 2F
profit or loss in subsequent periods: #8245 18
BEez2@mKe .
Available-for-sale investments: AEHERE
Changes in fair value RABEED - 14,450,894
Reclassification adjustment for a gain included et AR m AU
in profit or loss EHEF DR 5 - (8,293,917)
- 6,156,977
Other comprehensive loss not REEHEFE
be reclassified to profit or loss in B HEARR
subsequent periods: BEEZ2@EEE !
Changes in fair value on equity investments BEAEAMEESA
designated at fair value through other Hez2EK@EZBRA
comprehensive income BREZRAABEED (8,788,452 -
Other comprehensive (loss) income may be REEHEEE
reclassified to profit or loss in subsequent B S EARZEZ
periods: EE2E (F518) iKa -
Exchange differences on translation of BREUVBBRRAMEEZ
financial statements EREL (59,415,495) 70,260,166
OTHER COMPREHENSIVE (LOSS) INCOME ~ AEEHERME
FOR THE YEAR (E51R) W as
(68,203,047) 76,417,143
TOTAL COMPREHENSIVE (LOSS) INCOME A EERE
FOR THE YEAR (B548) Was 4B %E (52,221,004) 98,579,182

04 ESEEEEPE
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME
FEELRHESERER

Year ended 31 March 2019 ZZ 20193531 H IFE/E

2019 2018
Note HK$ HK$
ffd s BT BT
Profit for the year attributable to: FEAL A FERF -
Owners of the parent BATKE 2,657,173 10,007,756
Non-controlling interests JEIER R 13,325,770 12,154,283
15,982,943 22,162,039
Total comprehensive (loss) income L2 (B518) 4858 ¢
attributable to:
Owners of the parent BATIKRE (62,804,615) 81,713,550
Non-controlling interests JEIERER 10,583,611 16,865,632
(52,221,004) 98,579,182
HK cents HK cents
Al B
EARNINGS PER SHARE ATTRIBUTABLETO B AFEBEZFEEA
ORDINARY EQUITY HOLDERS OF THE EEsrRER
PARENT
Basic and diluted EARKLi#E 12 0.12 0.47

BT 65



66 ESEEEEE

Tianda Pharmaceuticals Limited

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

EEEIRR

At 31 March 2019 52019435 31H

2019 2018
Notes HK$ HK$
Pt 5 B BT
NON-CURRENT ASSETS ERBEE
Property, plant and equipment ME - BEKRZE 13 95,560,915 151,064,566
Prepaid land lease payments YAt iR EFRIE 14 38,248,463 113,643,582
Goodwill Gk 15 104,827,352 112,148,013
Other intangible assets HeEBEEE 16 28,486,293 33,343,979
Deposit for acquisition of items of property, WEME s BB K
plant and equipment REEEZEE 20 160,260 217,936
Equity investments designated at fair value BERARBRRAANBESA
through other comprehensive income Hezakmz
RAKE 17 8,990,647 -
Available-for-sale investments AHHERE 17 - 17,779,099
Total non-current assets ERBEEMLEE 276,273,930 428,197,175
CURRENT ASSETS WENE E
Inventories zZ5 18 48,776,986 36,324,377
Trade and bills receivables FE LS AR R e P W R 19 78,289,710 74,797,171
Prepayments, deposits and other receivables ~ FE{JFRIE
WEERECEKR 20 8,836,915 8,857,547
Prepaid land lease payments AT ERE 14 863,203 3,977,486
Structured deposits EEMEER 21 57,954,216 -
Cash and cash equivalents B&EKIREEEER 22 384,908,930 493,153,768
579,629,960 617,110,349
Assets of a disposal group classified as DTEAFEHEZ
held for sale HEMRNZEE 10 140,864,684 -
Total current assets MEEESE 720,494,644 617,110,349
CURRENT LIABILITIES mEIBE
Trade payables P& 1< BR =X 23 31,801,584 17,196,713
Other payables and accruals He AR KESER 24 106,352,836 106,747,564
Amount due to a related company FE—FEIRAE AR FRIE 690,501 427,133
Dividend payable FETRZ 2 17,009,531 1,771,345
Tax payable FE(T IR IR 7,757,339 8,470,839
163,611,791 134,613,594
Liabilities directly associated with the assets ~ B {EAFEHEZ
classified as held for sale EEHEEHZEE 10 14,551,017 -
Total current liabilities BB ERRE 178,162,808 134,613,594
NET CURRENT ASSETS TENE ERE 542,331,836 482,496,755
TOTAL ASSETS LESS CURRENT MEERRBEE
LIABILITIES 818,605,766 910,693,930
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
ErETIRR

At 31 Mareh 2019 52019435 31H

2019 2018
Notes HK$ HK$
FsE B BT
NON-CURRENT LIABILITIES JERENERE
Deferred income R FE T A 531,247 699,315
Deferred tax liabilities IRIERIEAE 25 7,108,589 24,409,730
Total non-current liabilities ERENEELEEE 7,639,836 25,109,045
NET ASSETS BEEFE 810,965,930 885,584,885
EQUITY =
Equity attributable to owners of the parent BRAEREELER
Share capital g 7 26 215,004,188 215,047,588
Reserves EE 27 562,198,397 632,679,945
777,202,585 847,727,533
Non-controlling interests JEEERGHE TS 33,763,345 37,857,352
TOTAL EQUITY W iugE 810,965,930 885,584,885
FANG WEN QUAN LUI MAN SANG
g ax%t
Chairman Executive Director
BEER HITEE
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Year enaed 31 March 2019 BLE 201943531 H IFEE

Attributable to owners of the parent

BARRRRENK
Available:
forsale
Capital Capital investment Exchange Non-
Share Share  redemption  contribution Special  Statutory  revaluation  Fairvalue  fluctuation  Retained controlling Total
capital -~ premium rSeNe resenve reseve reserve reserve reSeNe resenve profts Total  inferests equity
7t
g% g% HERE 28 ER
ke RMGEE BEOHE HREE KURE iRHE ERHE GERE REEE GO BE HERED GEER
(ole2)  (rote)  (rte2])
(R (Rs) (W3
HS HS HKS HKS HKS HS HS HKS HKS HKS HS HS HKS
A A A A i A A A A i A A A
A Aorl 2017 RIMTE4BIR 215,063,588 355,865,241 000 8950307 3460016 3022109 - - (RS0 MeaAT8 TSI MBM5H  81293TM1
Proitfor he year KEE AT - - - - - - - - - 000ree 10007756 12154283 22162039
Other comprehensie noome KEREERENE:
for the year:
Avalalerseleestmens: ARHERE:
Changesin i value MEEEY - - - - - s - - 14450 804 - A
Redassuaionadusments s~ RS ABABRRE
incudedin e corsolaed saementof -~ L EH
softorkss HEsy - - - - - - - ) - )
Exchange dfences on rnslton o francil B EHRARFES
Salements LERER - - - - - - - BMRT - GONBHT AT T0.260,166
Toiaoompehensie iome fr heyear - AEERENEAE - - - - - 159 - GONBBMT  f0007TR6  BTM300  168656% 98579182
Ropropiaon o reseme PEEHE - - - - 06363 - - ki - - -
Ulisaon of sty esene ERETHE - - - - [.25) - - - - - -
Repurchases ofsefes BERA (16000) (33573 - - - - - - - (e - ey
Tranger o esene ShTHRE (o 1600 - - - - - - - - -
Fd 217 diiecs i EiINERERE - - - - - - - - (SR (56 - s
Diidendspeid o ronconoling terhollers BSEERBRER A
7k - - - - - - - - - (160809 (1360980
Al 31 March 2016 ROBEEE 215,047,568 355,516,666 U000 899307 3460016 0N050TT 615697 - Q00T MBTAITIS BATTOTAR SENT3N) 6558488
Effet o adopon of HFRS § ROEENRRLEN
EEvEL - - - - B e SRW) R ey e
A1 A 2018 (restete) ROBEEIR (BEF)) 25047588 355,815,608 W00 89937 3460016 0505177 - BISGITT 20M00T 26655676 B4T6A%6  STESAH4T 883,500,083
Pt e e REEHH - - - - - - - - - I I %
Obercompehensie s fortheyeor. ~~ AEERT2EEE:
Changes  fa vlue on equly ivestments S5 R BRAREESA
Gsipaledafanvalie hrowhoter ~— EE2ENEL
compehensie ncame REiREz
AnEREES - - - - Y] - 678845 Y]
Eichengs dftences o frevcial saemen's I3 EBI B HRAEE
LERER - - - - - - - (366733%) (56673336) (2742159 (59416495
Mo strbepr  BEE2AFELE - - - - - WK GRSBY 28T GLSMEE 0SRG2
Aopropiaon o reseme PEEHE - - - - Wy - - - - - -
Uisaon of esene T - - - - (64810) - - - B - - -
Repurchases ofsefes BORA (3400 (69690) - - - - - - - (13080 - (B
Transfer o esene SETHRE O TV - - - - - - - - -
Fod i i EfERERS - - - - - - - - S AR -
Dividnds pait o ronconoling shaeholders B FEMR R %1t
788 - - - - - - - ; ; (TS (4874
At31 March 2019 R YA 5004188 355,702,578 67400 8959307 3460016 30785044 - (LBMATS) (WGS9 M050TE%  TITSES  IBTEIMS 1096590
RAEEFRAF



CONSOLIDATED STATEMENT OF CASH FLOWS

HEBIERER

Year enaed 31 March 2019 BLE 201943531 H IFFEE

Annual Report 2019

2019 2018
Notes HK$ HK$
[iF BT BT
CASH FLOWS FROM OPERATING ACTIVITIES RETHMBFHERE
Profit before tax: IR AR A 26,167,097 29,941,995
Adjustments for: TS EELZRE
Interest income FIEWBA (6,465,231 (4,143,258)
Gain on disposal of available-for-sale HEMHEEERE Z WHE
investments 5 - (8,293,917)
Loss on disposal of items of property, plant and HEME - BEKRKE
equipment BB Z K518 5 252,388 90,785
Impairment of financial and contract assets, net ERERENEEZRE
P48 6 (11,830) .
Fair value (gain)/loss, net: AREE (KE) BB
BER
Derivative instruments - transactions not TEITRE-FFE
qualifying as hedges BAHBRZRS 5 4,555,476 255,097
Structured deposits EREER 5 (6,569,715) (5,210,874)
Depreciation e 13 11,467,349 11,001,929
Recognition of prepaid land lease payments HREM LM EHRIE 14 3,420,690 3,743,075
Amortisation of licences and permits B R AT A B i 6 4,698,901 11,039,985
Impairment of trademark EiZRE 6 = 1,307,629
Release of government grants in relation to METEEEEK
certain assets BT # B (116,779) (117,869)
37,398,346 39,614,577
(Increase)/decrease in inventories FE (Em R (13,660,700 2,988,611
Increase in trade and bills receivables R Lt B 0 e FE M 2 45 3 1 (7,984,449) (26,741,196)
(Increase)/decrease in prepayments, deposits and other ~ FEfTFIE « S RHTE
receivables Wk (s810) R (1,484,723) 160,752
Increase in trade payables FE {5 BR TR IE 0 14,824,126 4,824,135
Increase in other payables and accruals HeRAR & EsTERIZM 6,484,950 45,741,738
Increase/(decrease) in an amount due to a related FE—FREABTIE
company w@m, Ga) 297,446 (690,882)
Proceeds from maturity of foreign exchange linked SMEERN I E I HRFR 1S RRIB
investments 169,427,625 996,356,862
Investments in foreign exchange linked investments BRERIMERARKRE (173,775,675) (996,611,959
Cash generated from operations REMBHRE 31,526,946 65,642,638
PRC taxes paid Bt PERIE (12,357,506) (12,115,683)
Net cash flows from operating activities RS RHFS 2R NE 35 19,169,440 53,526,955
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Tianda Pharmaceuticals Limited

CONSOLIDATED STATEMENT OF CASH FLOWS

HEBERER

Year enaed 31 March 2019 BLE 2019463531 H IFFE

2019 2018
Notes HK$ HK$
i AT BT
CASH FLOWS FROM INVESTING ACTIVITIES REZHFRR/RERE
Acquisition of a subsidiary s B — R BT 8 2 B 29 (2,023,068) (5,365,793)
Interest received BUF B 6,465,231 4,143,258
Proceeds from disposal of items of property, plant ~ HEM¥ « BMER R E
and equipment HEZFfEIA 165,452 26,611
Proceeds from disposal of available-for-sale HERRHEREZ
investments Fri§ R IE = 32,904,007
Purchases of property, plant and equipment BENME BEKRSE (33,644,712) (8,634,232)
Purchases of other intangible assets BEHEEVEE - (5,168)
Proceeds from structured deposits REGEBUEDRZRERIE 866,995,724  2,374,494,231
Investments in structured deposits REBEERZEE (918,815,396)  (2,369,283,357)
Net cash flows (used in)/from investing activities REEE (FrA) /FriEz
Re e 3 (80,856,769) 28,279,557
CASH FLOWS FROM FINANCING ACTIVITIES MEZBFRERERE
Dividend paid to non-controlling shareholders ENFERERZER - (13,649,809)
Dividends paid BARE (6,792,672)  (10,487,281)
Repurchases of shares EACE bl (113,090) (49,573)
Net cash flows used in financing activities BEEEAEZ
HeREsE (6,905762)  (24,186,663)
NET (DECREASE)/INCREASE IN CASH AND REkREEEHER
CASH EQUIVALENTS (GRL) /YEnBEE (68,593,001) 57,619,849
Cash and cash equivalents at beginning of year REMZRERRAE
ZEEE 493,153,768 399,316,081
Effect of foreign exchange rate changes, net SEEXEH 2 TE
(C%%8) (31,392,256) 36,217,838
CASH AND CASH EQUIVALENTS AT END OF REKRZRBERRE
YEAR #{EEE 393,168,421 493,153,768
ANALYSIS OF CASH AND CASH EQUIVALENTS HR&RFSLEEE 2 A4
Cash and bank balances REKIRTHEH 384,908,930 493,153,768
Cash and cash equivalents as stated in the R BERRARIEZ
statement of financial position RekREEEIER 22 384,908,930 493,153,768
Cash and short term deposits attributable to a HEMARNEEZ
disposal group RERGHER 10 8,259,491 -
Cash and cash equivalents as stated in the RFRERERIEZ
statement of cash flows ReERBEEEER 393,168,421 493,153,768
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Year enaed 31 March 2019 BLE 201943531 H IFFEE

CORPORATE AND GROUP INFORMATION

Tianda Pharmaceuticals Limited (the “Company”) was
incorporated in the Cayman Islands as an exempted company
with limited liability under the Companies Law (2010 Revision)
of the Cayman Islands and its shares are listed on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”). The
registered office address of the Company is Cricket Square,
Hutchins Drive, P.O. Box 2681, Grand Cayman, KY1-111,
Cayman Islands.

During the year, the Company and its subsidiaries
(the “Group”) was involved in the research and development,
production, sale of pharmaceuticals, biotechnology and
healthcare products and wholesales of Chinese herbal medicines,
traditional Chinese medicine decoction pieces and Chinese
medicines.

In the opinion of the directors, the immediate holding
company and the ultimate holding company of the Company is
Tianda Group Limited, a private limited company incorporated in
Hong Kong.

Information about subsidiaries
Particulars of the Company’s principal subsidiaries are as

REIREEER

AREEFRAT (‘RAF) R
EHEBEATE (201058 :ThR) i
HENESMMRIABRETZE
Hens HRMNEBHSXK 2
BRRAS (B LH o ARATZ
51 M35 B2 (11 7 Cricket Square, Hutchins
Drive, P.O. Box 2681, Grand Cayman, KY1-
1111, Cayman Islands °

ERN > KRB KREMBAR (‘A
EE)RFBE - EYHRRREE
mZME-EERFE UKRPE
M~ REEER R R R BRI ATHEE o

EFRR > FAATDNEERERA
BIRRBERABARKEBRBRA
8 (REBEMAIZEIMABRAE) ©

ERMBARNZER
TRABRETEMB AT ZEF

follows: T
Place of Issued Percentage
incorporation/ ordinary/ of equity
registration registered attributable Principal
Name and business share capital to the Company activities
BET
M, =301 TATIREM
BB SER R AR it B HAMEx EZaa TEEH
Direct Indirect
Bi% i
Yunnan Meng Sheng Pharmaceutical People’s Republic RMB36,000,000 - 55 Research, development,
Co. Ltd.* of China (‘PRC") A E#36,000,00075 manufacture and sale
EHBLHLERAT GEINES of pharmaceutical and
(“HhE") biotechnology products
BEREVMRRER
ZHRE S RE
TERBE
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1. CORPORATE AND GROUP INFORMATION (continued) 1. 2AFRKREEEH @
Information about subsidiaries (continued) EHRMBARZER @
Place of Issued Percentage
incorporation/ ordinary/ of equity
registration registered attributable Principal
Name and business share capital to the Company activities
BET
M, BiEk TATIRE
Bid SH R AR th B dmESR Emaatt TEEH
Direct Indirect
B i
Yunyu Bio-Pharmaceutical British Virgin Islands US$1 100 - Investment holding
Co., Limited (“BVI) (ES REER
HEHERHES

Tianda Pharmaceuticals (Zhuhai) PRC RMB93,000,000 - 100  Research, development,
Limited** H A B 93,000,0007T manufacture and sale
RAEE (B%E) BRAF™ of pharmaceutical and
biotechnology products
BEREYMBRES
pATESR
YERHE
Tianda Pharmaceuticals (Australia) Australia AU$1,000,000 - 100 Marketing, sale and
Pty Limited* B AFER 1,000,00038 7T distribution of
RAREE CRAFIE) BRAF healthcare products
REERZITH
HERDH
Tianda Pharmaceuticals (China) PRC HK$50,000,000 - 100 Research and
Limited** =i 50,000,000 75 development of
RAREE (FE) BRAF pharmaceutical products

and provision of
intra-group consultation
service marketing sale
and distribution of
healthcare products
BEERZMER
& REEBERE
BRI AR AR
EmZiTH
HERDH

7?2 EEEEEEEE
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1. CORPORATE AND GROUP INFORMATION (continued) 1. REREEEH @
Information about subsidiaries (continued) ERMBARZER (@
Place of Issued Percentage
incorporation/ ordinary/ of equity
registration registered attributable Principal
Name and business share capital to the Company activities
BET
AR BiEk, FATEM
g R AR E B dmER Emaatt FEEH
Direct Indirect
HiE i

Zhuhai Tianda Realty Limited** PRC RMB67,000,000 - 100 Property holding
KERABXEBRAT FE  ARK#67,000,0007T YRR
Tianda Chinese Medicine(China) Ltd.** PRC RMB30,000,000 - 100 Wholesale of
KAHEE (FE) BRAF" FE A E#30,000,0007T Chinese herbal medicine,
traditional Chinese
medicine decoction pieces
and Chinese medicines
B -
HEHR RPRE
Ayt B
Zhuhai Tianda Processed PRC RMB4,000,000 - 100 Production and sales
Chinese Herbal Medicine Ltd.** HE  AR4,000,0007T of Traditional

BEBRKPERARBRAF"

the Ernst & Young global network

# Incorporated as cooperative enterprise

Not audited by Ernst & Young, Hong Kong or another member firm of

Registered as wholly-foreign-owned enterprises under the PRC Law

Chinese Medicine
decoction pieces and
trading of
agricultural by-
products
FERREER
HE MK
REERNES

* WIFREBL X BTN ERHAH LK
EXPERECHERRER

o REBEPEGEEEMZIIERELRE
¢ HEfMRIIASERE

| 7275 2019
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1.

2.1

74 EEEEEEEPE

CORPORATE AND GROUP INFORMATION (continued)

Information about subsidiaries (continued)

The above table lists the subsidiaries of the Company
which, in the opinion of the directors, principally affected the
results for the year or formed a substantial portion of the net
assets of the Group. To give details of other subsidiaries would,
in the opinion of the directors, result in particulars of excessive
length.

During the year, the Group acquired 100% equity interests
of Zhuhai Tianda Processed Chinese Herbal Medicine Ltd.
Further details of this acquisition are included in note 29 to the
financial statements.

BASIS OF PREPARATION

These financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards
(*HKFRSs”) (which include all Hong Kong Financial Reporting
Standards, Hong Kong Accounting Standards (“HKASs”) and
Interpretations) issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”), accounting principles generally
accepted in Hong Kong and the disclosure requirements of the
Hong Kong Companies Ordinance. They have been prepared
under the historical cost convention, except for available-for-sale
investments, equity investments at fair value through other
comprehensive income and structured deposits which have been
measured at fair value. The disposal group held for sale is stated
at the lower of its carrying amount and fair value less cost to
sell as further explained in note 2.4. These financial statements
are presented in Hong Kong dollars (“HK$”) and all values are
rounded to the nearest dollar except when otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries for the year
ended 31 March 2019. A subsidiary is an entity (including
a structured entity), directly or indirectly, controlled by the
Company. Control is achieved when the Group is exposed, or has
rights, to variable returns from its involvement with the investee
and has the ability to affect those returns through its power over
the investee (i.e., existing rights that give the Group the current
ability to direct the relevant activities of the investee).

2.1

ATIREBREH @

BB AT ZER (8
ERINHEERABEEELE
EXEATECENERTEREE
FEETEHNNERTMBLR - &
BaREEHBARZENTIHE
TRIBERTR

FA o SEBBRBIREBRAPE
R BRABAI100% At o ZIA
WEERE — D SF B HN B B R R MY 5
29 °

RNBE

ZEMBRERDIREFRGSHED
AERBZEBMBREER (B
EMEBMBRSER - BFBGHE
AlR2R) RERBLREHENRE
BAERBINIKNERERN - ZFH
BHRRRAELNAZRER A H
HERE - BAABESARECEE
W@z REKRERGEEERE AR
BEFE FHFHEZHEHRRE
FREEEAABERAHERAZERE
EYAR (WMIEE2.4FRIE— P EREA) © %
EMBHRERUABT (BT) 2FIMEAR
EHEENBRERERENT  ERE
sEAE BRI o

AR

REMBREREERATREM
BABEE2019F3831H L FEZ R
BHRE - -MBASAXRTEENME
BEHzER (SEa8LER) - 2
FEEHSARKRENREFNFFHM0O
BEAERBRNZEEMNUREE B
REHGZEN (AEEEER TR
BREAUETERENRBMEE ZER
FHER) R EZFERE - BIEUSHESR
o
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2.1

BASIS OF PREPARATION (continued)

Basis of consolidation (continued)

When the Company has, directly or indirectly, less than a
majority of the voting or similar rights of an investee, the Group
considers all relevant facts and circumstances in assessing
whether it has power over an investee, including:

(@) the contractual arrangement with the other vote holders of
the investee;

(b)  rights arising from other contractual arrangements; and
(c)  the Group's voting rights and potential voting rights.

The financial statements of the subsidiaries are prepared
for the same reporting period as the Company, using consistent
accounting policies. The results of subsidiaries are consolidated
from the date on which the Group obtains control, and continue to
be consolidated until the date that such control ceases.

Profit or loss and each component of other comprehensive
income are attributed to the owners of the parent of the Group
and to the non-controlling interests, even if this results in the
non-controlling interests having a deficit balance. All intra-group
assets and liabilities, equity, income, expenses and cash flows
relating to transactions between members of the Group are
eliminated in full on consolidation.

The Group reassesses whether or not it controls an
investee if facts and circumstances indicate that there are
changes to one or more of the three elements of control described
above. A change in the ownership interest of a subsidiary, without
a loss of control, is accounted for as an equity transaction.

If the Group loses control over a subsidiary, it derecognises
(i) the assets (including goodwill) and liabilities of the subsidiary,
(i) the carrying amount of any non-controlling interest and
(iii) the cumulative translation differences recorded in equity; and
recognises (i) the fair value of the consideration received, (ii) the
fair value of any investment retained and (iii) any resulting surplus
or deficit in profit or loss. The Group’s share of components
previously recognised in other comprehensive income is
reclassified to profit or loss or retained profits, as appropriate,
on the same basis as would be required if the Group had directly
disposed of the related assets or liabilities.

21

REEE )

FEEE®m

HMARBEESBEEEE LR
KREHZRAZHIGERFEMEFNE
o AEERRTHERTHEHR
BEHRZENREER—UEMASEE
RIER > B8

(a) EREHFHEEREFBEAZE
WzHE;

b)) HEBNZHMEEZEN X
() HEBZREERBEREE-
B AR M B RERDIREER

AR RS AR R — R EER
iﬁi'zﬁ’ﬁﬁi MBABZERELAEH

SEFEEAEGEAR EEZ
IEE%HE.‘.@JJ:%JJ: °

BakEe2mlE 2z ZEMREP
PEBREEBEBRERERIEER
T o BME ISR 5| B IE AR #E R 45 iR
HIRELM - TEAERAAGRMZE
EREE EHE WA BAZTUKRH
TEBRBRATZERZEMZAE
MEYRGEAIREREEEE -

HEBERBERERLXWEAE
Bt BRFrt ) =B ERP—1H
E,%%IEH:'IE&EJ EBEERMTE

BINAERIREHR o [HCH B
’ATE’J%&E*E’%“”@JEﬂ?E%F”%U
o AEEERB AR

HEAEBRLEH—HERBATZ
PERRE > AR LR ()ZMB AR Z
BE (B1E8%8) R&aR&; (i)EmIEE
IRER 2 IREE ; (i) EEAsCiE
ZRFERERE > UHIANBEWKE
ZRRERE; (FfIREEAREZR
REE; RiVEZATARLLEEZ
BB  c RN EEZEWER

Rz AEB RN AREEER
HERYEEHMEERSEMBEEZE
FEESEHSEEEIHFZEF (10
) o
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2.2 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES

The Group has adopted the following new and revised

HKFRSs for the first time for the current year’s financial
statements.

Amendments to HKFRS 2

Amendments to HKFRS 4

Classification and Measurement of
Share-based Payment Transactions

Applying HKFRS 9 Financial Instruments
with HKFRS 4 Insurance Contracts

HKFRS 9 Financial Instruments

HKFRS 15

Amendments to HKFRS 15

Amendments to HKAS 40

HK(IFRIC)-Int 22

Annual Improvements
2014-2016 Cycle

Revenue from Contracts with Customers

Clarifications to HKFRS 15 Revenue from
Contracts with Customers

Transfers of Investment Property

Foreign Currency Transactions and
Advance Consideration

Amendments to HKFRS 1 and HKAS 28

Except for the amendments to HKFRS 2, HKFRS 4, HKAS

40 and Annual Improvements 2014-2016 Cycle, which are not
relevant to the preparation of the Group’s financial statements,
the nature and the impact of the new and revised HKFRSs are
described below:

(@)

76 EESEEEEEE

HKFRS 9 Financial Instruments replaces HKAS 39
Financial Instruments: Recognition and Measurement for
annual periods beginning on or after 1 April 2018, bringing
together all three aspects of the accounting for financial
instruments: classification and measurement, impairment
and hedge accounting.

With the exception of hedge accounting, which the Group
has applied prospectively, the Group has recognised the
transition adjustments against the applicable opening
balances in equity at 1 April 2018. Therefore, the
comparative information was not restated and continues to
be reported under HKAS 39.

Classification and measurement

The following information sets out the impacts of adopting
HKFRS 9 on the statement of financial position, including
the effect of replacing HKAS 39’s incurred credit loss
calculations with HKFRS 9’s expected credit losses
(“ECLs").

B BERERINESE

TEBMPAEFEEZRBRRER
i;Tééﬁ}LX"F#J?%T&%@%%Té%Eﬁ%iE%
ZEHI o

ERMBREER  UROAEENIT
FRIEET A XEHPBERAE
ERMBREER LB BYFHLES)
BASRIEET A BT RREA—
[ERE B SR
ERFIREHTA
EAMBREERN £HTA
ELb ‘
%%E#;%%&%«ﬁﬁu EESHIMA
55155%
ERMBREER EHEYERERRE
EREACHE:N 1555 B 5 S ATA
Z2EE
EEgHER HEREYE
SEA0SRIEET AR
&5 BERMBRE SESERBIE
2EZED)
—REERE
WUEZ6FEE  EBMEREER
ZEENE BIEREB Y
BII55285% 2 18 3T

EBMBIRESER B2 FAB
RS RE #E R F4E R EB T HERSE
A0SR ZAEFT AN A TR 2014 22016 5 1B HE
ZEENE RREAERBMIFR
REAA) 5h > WET RAMERT BB B
SEAZHERFERBNOT :

(a) EEMBREENFTSREH T
AR2018F4B 1B ZBRAKZ
FERBRAEA G ERIFE30
SREM LA EERE  RE
B—ERANEMI A G5 HE
frE  DEKEE  RE; R

B

PR E ERAT R Z B P &5t
Gh > REE B H2018F4B1HZ
I P 18 AR A ) 45 AR B SR 1B TR
2o AL > IERE R EWE T K
%I%%E*EH%%%%%EEU%%%%
5l o

DR E

T EIRME B FHRS 2R
BERHUBURRARZZE > &
EUEBUBHRSERFERZ
BHEEER (ARESHIR)
RABEBGERFERZEE
FEEGEREABREZREE -




(continued)

(a)  (continued)

2.2 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES

A reconciliation between the carrying amounts under HKAS
39 and the balances reported under HKFRS 9 as at 1 April
2018 is as follows:
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22 BEBERRNESE @

(a)

(%

PR2018F4B1BRBEE B G %
RSB35k Z BRI B IRIEE B
TR S R SE05R 2 5 Z A5 BRAY

HIRWMT :

HKAS 39
measurement

BROHEARNR HE

HKFRS 9
measurement

BEMBRS ARSI HE

Re-
Category Amount  classification ECL Other Amount Category
L] 8 EN0E  GERE EE &8 Lf]
Note HK$ HKS HKS HK$ HKS HKS HK$
iz BT AT AT BT AT BT BT
Financial assets EHEE
Equity investments designated I ABARBEHA
at far value through other Ev2EkEz FVOC! (equiy)
comprehensive income RERE NIA - ATTI9099 - - 1771909 )
From: Available-for sale &g IHHERE
investments (i) 17,779,099 - -
Avallable-orsale investments ~ F{EH ERE AFS 7719009 (17,779.099) - - - NATER
To: Equity investments BE ERARAMAE ()
Qesiqated at fair value fEtARE2
through other AlEZRE
comprehensive income RE (17,779,099) - -
Trade and bill receivables  FERERZRENZE LR 74797171 - (8287) - 7488884 AC
Financial assets includedin -~~~ st AR B&R
prepayments, deposits and HeRbHmz e/
other receivables EE L&R 7,340,682 - (76,515) - 1,264,167 AC
Cashand cashequivalents ~ BERELSEER LR 493,153,768 - - - 493153768 AC
Toal assts sag 563070720 S T - s
Financial labilites ERaf
Trade payables ISIEES AC 17196713 - - - T19%713 AC
Financie labities included n st AR B IEAI R MES
oherpapebles andaconiels BRI AHAMR 78T - - - TN A
Amount due to a related Eff—MBELTE
company AC 427133 - - - 427133 AC
Dividend payable EfRE A 1T - - - TN AC
Totl abiltes Haf 98,137,921 - - - B
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2.2 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES 2.2 B HERIBEZEE @

(continued)

(a)  (continued)

(@)

FVOCI: Financial assets at fair value through other comprehensive

income

AFS:  Available-for-sale investments

L&R: Loans and receivables

AC: Financial assets or financial liabilities at amortised cost
Note:
(i) The Group has elected the option to irrevocably designate

its previous available-for-sale equity investments as equity
investments at fair value through other comprehensive

income.

(b) Impairment

(b)

The following table reconciles the aggregate opening
impairment allowances under HKAS 39 to the ECL
allowances under HKFRS 9. Further details are disclosed in
notes 19 and 20 to the financial statements.

(&)

FVOCI : #BARBESARCZEKE
ZERMEE

AFS: AHHEERE
L&R : EXRKEWIE

AC: IREBHENAHEZESHEENR
TRER

Mt

() FEFSEEREZFZAMHY
ERAKERATHMMIEE H1%
ARBEFAREEZEREZR
TRE o

e

TRABBGHERBIGETZ
FRERFERREEBMBR
SEAFBRZFRREEHERE
BZHR - E—DFBRMBR

KM 19522031 B o
Impairment
allowances ECL allowances
under HKAS 39 under HKFRS 9
at 31 March 2018  Re-measurement at 1 April 2018
120185
20185 4B1B1RHEE
3R BEIRE ERAUBRE
ERgHER ERIFSRZ
X2 FHEE
ERE EMEE SRR E
HK$ HK$ HK$
BT BT BT
Trade and bills receivables FEW R TR R FE W E 5 - 8,287 8,287
Financial assets included in SPATERRIE  #E
prepayments, deposits and RECERZZ
other receivables THEE - 76,515 76,515
- 84,802 84,802
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2.2 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES

(continued)

(b)

Impairment (continued)
Impact on reserves and retained profits
The impact of transition to HKFRS 9 on reserves and

22 BEBERRNESE @

(b) E{E (&)

HAEAGRREEFZEE
BREEBBMBRSERBSR

retained profits is as follows: HfaERREat 2 LE0T :
Available-for-sale
investment
revaluation Fair value Retained  Non-controlling
reserve reserve profits interests
AHHE
RESEMEE Q/BEERE RGEF JEsERR
HK$ HK$ HK$ HK$
BT B BT BT
Balance as at 31 March 2018 RESEGHER
under HKAS 39 553950120185
3F3E 2 6,156,977 - 215,737,773 37,657,352
Recognition of expected credit ~ REBBHBRE
losses under HKFRS 9 Bl 505 RE SR
EHEEEE - - (82,097) (2,705)
Reclassification of equity BRAKREHTH
investments from HEREEHN
available-to-sale investments DEEIEES
to equity investments BAREEEA
designated at fair value HezalEz
through other comprehensive RARRE
income (6,156,977 6,156,977 - -
Balance as at 1 April 2018 RESBUHRRS
under HKFRS 9 2R B9
1201854818
Z K5 AR - 6,156,977 215,655,676 37,654,647
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2.2 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES

(continued)

(¢) HKFRS 15 and its amendments replace HKAS 11
Construction Contracts, HKAS 18 Revenue and related
interpretations and it applies, with limited exceptions,
to all revenue arising from contracts with customers.
HKFRS 15 establishes a new five-step model to account
for revenue arising from contracts with customers. Under
HKFRS 15, revenue is recognised at an amount that
reflects the consideration to which an entity expects to
be entitled in exchange for transferring goods or services
to a customer. The principles in HKFRS 15 provide a
more structured approach for measuring and recognising
revenue. The standard also introduces extensive
qualitative and quantitative disclosure requirements,
including disaggregation of total revenue, information
about performance obligations, changes in contract asset
and liability account balances between periods and key
judgements and estimates. The disclosures are included
in note 5 to the financial statements. As a result of the
application of HKFRS 15, the Group has changed the
accounting policy with respect to revenue recognition in
note 2.4 to the financial statements.

The Group has adopted HKFRS 15 using the modified
retrospective method of adoption. Under this method, the
standard can be applied either to all contracts at the date of
initial application or only to contracts that are not completed
at this date. The Group has elected to apply the standard to
contracts that are not completed as at 1 April 2018.

2.2

B BERRNESEE @

(c)

BERMBREERF 1R REE
ST BB G ERB1RER
B4~ BB GHERB18RKA
RABRARRE - BRDBBISMBESIN
BRARMAREBERENEEZ
WA o BB IR G R E155%
ST AEDSEL  UEEERE
EREHFMEEZWA - RIEE
BB RS ERF 1558 - I
AZERARMREBERPRER
HEEmORBMARRIRZA
8- BERMBREERF155KE
RAAFEREDRARHEER
RERBIERI S E o ZERITRSIAE
RHEMREERBRE > 2iF
DI AKEER > BRABRKNEE
TEMEZzEZzENEERER
IREERINEF AR EEH K
fEETER - BRAKEDE M
BHRRMES - HNEREENY
BREENFE159 > FEEEE
B SRR M s 2 AFR B A RAWA
R R -

SEBMFALETNEWERE
RSB EREERSFE1558 o
Wz L ZENTERARE
REMBAZRBESHNRETTRE
BAREZEEERTERZEH o &
EEIEIEREAN2018FE4818 4
REMZEH o
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2.2 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES

(continued)

(c)

(d)

(continued)

For the year ended 31 March 2019, the Group has
concluded that the adoption of HKFRS 15 has not had a
material impact on the timing of revenue recognition. There
was no financial impact of the transition to HKFRS 15
on the Group’s retained profits at 1 April 2018. However,
upon adoption of HKFRS 15, the Group has recognised
revenue-related contract liabilities for the unsatisfied
performance obligation which were previously recognised
as “Receipts in advance” under “Other payables and
accruals (current)”. Therefore, upon adoption of HKFRS
15, the Group reclassified HK$17,815,075 from receipts
in advance to contract liabilities as at 1 April 2018. As at
31 March 2019, under HKFRS 15, HK$12,824,486 was
reclassified from receipts in advance to contract liabilities
in relation to the consideration received from customers in
advance for the sale of the pharmaceutical products.

HK(IFRIC)-Int 22 provides guidance on how to determine
the date of the transaction when applying HKAS 21 to
the situation where an entity receives or pays advance
consideration in a foreign currency and recognises
a non-monetary asset or liability. The interpretation
clarifies that the date of the transaction for the purpose
of determining the exchange rate to use on initial
recognition of the related asset, expense or income (or
part of it) is the date on which an entity initially recognises
the non-monetary asset (such as a prepayment) or
non-monetary liability (such as deferred income) arising
from the payment or receipt of the advance consideration.
If there are multiple payments or receipts in advance of
recognising the related item, the entity must determine the
transaction date for each payment or receipt of the advance
consideration. The interpretation has had no impact on the
Group’s financial statements as the Group’s accounting
policy for the determination of the exchange rate applied for
initial recognition of non-monetary assets or non-monetary
liabilities is consistent with the guidance provided in the
interpretation.
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8?2 EEEEEEEY

ISSUED BUT NOT YET EFFECTIVE HONG KONG

FINANCIAL REPORTING STANDARDS

The Group has not applied the following new and revised
HKFRSs, that have been issued but are not yet effective, in these
financial statements.

Amendments to HKFRS 3
Amendments to HKFRS 9

Amendments to HKFRS 10
and HKAS 28 (2011)

HKFRS 16

HKFRS 17

Amendments to HKAS 1
and HKAS 8

Amendments to HKAS 19

Amendments to HKAS 28

HK(IFRIC)-Int 23

Definition of a Business*
Prepayment Features with Negative Compensation’

Sale or Contribution of Assets between an Investor and
its Associate or Joint Venture*

Leases'

Insurance Contracts®

Definition of Material?

Plan Amendment, Curtailment or Settlement!

Long-term Interests in Associates and Joint Ventures'

Uncertainty over Income Tax Treatments’

Annual Improvements Amendments to HKFRS 3, HKFRS 11, HKAS 12
2015-2017 Cycle and HKAS 23!

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

2 Effective for annual periods beginning on or after 1 January 2020

8 Effective for annual periods beginning on or after 1 January 2021

¢ No mandatory effective date yet determined but available for adoption
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2.3

ISSUED BUT NOT YET EFFECTIVE HONG KONG
FINANCIAL REPORTING STANDARDS (continued)

Further information about those HKFRSs that are expected
to be applicable to the Group is described below:

Amendments to HKFRS 3 clarify and provide additional
guidance on the definition of a business. The amendments
clarify that for an integrated set of activities and assets to be
considered a business, it must include, at a minimum, an input
and a substantive process that together significantly contribute to
the ability to create output. A business can exist without including
all of the inputs and processes needed to create outputs.
The amendments remove the assessment of whether market
participants are capable of acquiring the business and continue
to produce outputs. Instead, the focus is on whether acquired
inputs and acquired substantive processes together significantly
contribute to the ability to create outputs. The amendments
have also narrowed the definition of outputs to focus on goods
or services provided to customers, investment income or other
income from ordinary activities.

Furthermore, the amendments provide guidance to assess
whether an acquired process is substantive and introduce an
optional fair value concentration test to permit a simplified
assessment of whether an acquired set of activities and assets
is not a business. The Group expects to adopt the amendments
prospectively from 1 April 2020.
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2.3

84 EEEEEEEE

ISSUED BUT NOT YET EFFECTIVE HONG KONG
FINANCIAL REPORTING STANDARDS (continued)

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

HKFRS 16 replaces HKAS 17 Leases, HK(IFRIC)-Int
4 Determining whether an Arrangement contains a Lease,
HK(SIC)-Int 15 Operating Leases — Incentives and HK(SIC)-Int
27 Evaluating the Substance of Transactions Involving the
Legal Form of a Lease. The standard sets out the principles for
the recognition, measurement, presentation and disclosure of
leases and requires lessees to recognise assets and liabilities
for most leases. The standard includes two elective recognition
exemptions for lessees — leases of low-value assets and
short-term leases. At the commencement date of a lease, a
lessee will recognise a liability to make lease payments (i.e.,
the lease liability) and an asset representing the right to use
the underlying asset during the lease term (i.e., the right-of-use
asset). The right-of-use asset is subsequently measured at cost
less accumulated depreciation and any impairment losses unless
the right-of-use asset meets the definition of investment property
in HKAS 40, or relates to a class of property, plant and equipment
to which the revaluation model is applied. The lease liability is
subsequently increased to reflect the interest on the lease liability
and reduced for the lease payments. Lessees will be required to
separately recognise the interest expense on the lease liability
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2.3

ISSUED BUT NOT YET EFFECTIVE HONG KONG
FINANCIAL REPORTING STANDARDS (continued)

and the depreciation expense on the right-of-use asset. Lessees
will also be required to remeasure the lease liability upon the
occurrence of certain events, such as change in the lease term
and change in future lease payments resulting from a change
in an index or rate used to determine those payments. Lessees
will generally recognise the amount of the remeasurement of the
lease liability as an adjustment to the right-of-use asset. Lessor
accounting under HKFRS 16 is substantially unchanged from
the accounting under HKAS 17. Lessors will continue to classify
all leases using the same classification principle as in HKAS 17
and distinguish between operating leases and finance leases.
HKFRS 16 requires lessees and lessors to make more extensive
disclosures than under HKAS 17. Lessees can choose to apply
the standard using either a full retrospective or a modified
retrospective approach. The Group will adopt HKFRS 16 from 1
April 2019. The Group plans to adopt the transitional provisions
in HKFRS 16 to recognise the cumulative effect of initial
adoption as an adjustment to the opening balance of retained
earnings at 1 April 2019 and will not restate the comparatives.
In addition, the Group plans to apply the new requirements to
contracts that were previously identified as leases applying
HKAS 17 and measure the lease liability at the present value
of the remaining lease payments, discounted using the Group’s
incremental borrowing rate at the date of initial application. The
right-of-use asset will be measured at the amount of the lease
liability, adjusted by the amount of any prepaid or accrued lease
payments relating to the lease recognised in the statement of
financial position immediately before the date of initial application.
As at 31 March 2019, the Group has non-cancellable operating
lease commitments of HK$20,155,541 as disclosed in note 32.
A preliminary assessment indicates that these management will
meet the definition of lease. Upon application of HKFRS 16, the
Group will recognise a right-of-use asset and a corresponding
liability in respect of all these leases unless they qualify for low
value or short-term leases.
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86 ESEEEEEE

ISSUED BUT NOT YET EFFECTIVE HONG KONG
FINANCIAL REPORTING STANDARDS (continued)

Amendments to HKAS 1 and HKAS 8 provide a new
definition of material. The new definition states that information is
material if omitting, misstating or obscuring it could reasonably be
expected to influence decisions that the primary users of general
purpose financial statements make on the basis of those financial
statements. The amendments clarify that materiality will depend
on the nature or magnitude of information. A misstatement of
information is material if it could reasonably be expected to
influence decisions made by the primary users. The Group
expects to adopt the amendments prospectively from 1 April
2020. The amendments are not expected to have any significant
impact on the Group’s financial statements.

Amendments to HKAS 28 clarify that the scope exclusion
of HKFRS 9 only includes interests in an associate or joint
venture to which the equity method is applied and does not
include long-term interests that in substance form part of the net
investment in the associate or joint venture, to which the equity
method has not been applied. Therefore, an entity applies HKFRS
9, rather than HKAS 28, including the impairment requirements
under HKFRS 9, in accounting for such long-term interests. HKAS
28 is then applied to the net investment, which includes the
long-term interests, only in the context of recognising losses of an
associate or joint venture and impairment of the net investment
in the associate or joint venture. The Group expects to adopt the
amendments on 1 April 2019 and will assess its business model
for such long-term interests based on the facts and circumstances
that exist on 1 April 2019 using the transitional requirements in
the amendments. The Group also intends to apply the relief from
restating comparative information for prior periods upon adoption
of the amendments.
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2.3

ISSUED BUT NOT YET EFFECTIVE HONG KONG
FINANCIAL REPORTING STANDARDS (continued)

HK(IFRIC)-Int 23 addresses the accounting for income
taxes (current and deferred) when tax treatments involve
uncertainty that affects the application of HKAS 12 (often referred
to as “uncertain tax positions”). The interpretation does not apply
to taxes or levies outside the scope of HKAS 12, nor does it
specifically include requirements relating to interest and penalties
associated with uncertain tax treatments. The interpretation
specifically addresses (i) whether an entity considers uncertain
tax treatments separately; (ii) the assumptions an entity makes
about the examination of tax treatments by taxation authorities;
(iii) how an entity determines taxable profits or tax losses, tax
bases, unused tax losses, unused tax credits and tax rates; and
(iv) how an entity considers changes in facts and circumstances.
The interpretation is to be applied retrospectively, either fully
retrospectively without the use of hindsight or retrospectively
with the cumulative effect of application as an adjustment to
the opening equity at the date of initial application, without the
restatement of comparative information. The Group expects to
adopt the interpretation from 1 April 2019. The interpretation
is not expected to have any significant impact on the Group’s
financial statements.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 24 FEFHHEHRE
Business combinations and goodwill EBEHEAEE

Business combinations are accounted for using the
acquisition method. The consideration transferred is measured at
the acquisition date fair value which is the sum of the acquisition
date fair values of assets transferred by the Group, liabilities
assumed by the Group to the former owners of the acquiree and
the equity interests issued by the Group in exchange for control
of the acquiree. For each business combination, the Group elects
whether to measure the non-controlling interests in the acquiree
that are present ownership interests and entitle their holders to a
proportionate share of net assets in the event of liquidation at fair
value or at the proportionate share of the acquiree’s identifiable
net assets. All other components of non-controlling interests are
measured at fair value. Acquisition-related costs are expensed as
incurred.

When the Group acquires a business, it assesses
the financial assets and liabilities assumed for appropriate
classification and designation in accordance with the contractual
terms, economic circumstances and pertinent conditions as at
the acquisition date. This includes the separation of embedded
derivatives in host contracts of the acquiree.

If the business combination is achieved in stages, the
previously held equity interest is remeasured at its acquisition
date fair value and any resulting gain or loss is recognised in
profit or loss.

Any contingent consideration to be transferred by the
acquirer is recognised at fair value at the acquisition date.
Contingent consideration classified as an asset or liability is
measured at fair value with changes in fair value recognised in
profit or loss. Contingent consideration that is classified as equity
is not remeasured and subsequent settlement is accounted for
within equity.
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24

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)

Business combinations and goodwill (continued)

Goodwill is initially measured at cost, being the excess
of the aggregate of the consideration transferred, the amount
recognised for non-controlling interests and any fair value of the
Group’s previously held equity interests in the acquiree over the
identifiable net assets acquired and liabilities assumed. If the sum
of this consideration and other items is lower than the fair value
of the net assets acquired, the difference is, after reassessment,
recognised in profit or loss as a gain on bargain purchase.

After initial recognition, goodwill is measured at cost
less any accumulated impairment losses. Goodwill is tested for
impairment annually or more frequently if events or changes in
circumstances indicate that the carrying value may be impaired.
The Group performs its annual impairment test of goodwill as
at 31 March. For the purpose of impairment testing, goodwill
acquired in a business combination is, from the acquisition date,
allocated to each of the Group’s cash-generating units, or groups
of cash-generating units, that are expected to benefit from the
synergies of the combination, irrespective of whether other assets
or liabilities of the Group are assigned to those units or groups of
units.

Impairment is determined by assessing the recoverable
amount of the cash-generating unit (group of cash-generating
units) to which the goodwill relates. Where the recoverable
amount of the cash-generating unit (group of cash-generating
units) is less than the carrying amount, an impairment loss is
recognised. An impairment loss recognised for goodwill is not
reversed in a subsequent period.

Where goodwill has been allocated to a cash-generating
unit (or group of cash-generating units) and part of the operation
within that unit is disposed of, the goodwill associated with the
operation disposed of is included in the carrying amount of the
operation when determining the gain or loss on the disposal.
Goodwill disposed of in these circumstances is measured based
on the relative value of the operation disposed of and the portion
of the cash-generating unit retained.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 24 FEEHHEHEE @

90 ESEEEEEE

(continued)

Fair value measurement

The Group measures its available-for-sale investments
and equity investments designated at fair value through other
comprehensive income at fair value at the end of each reporting
period. 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. The
fair value measurement is based on the presumption that the
transaction to sell the asset or transfer the liability takes place
either in the principal market for the asset or liability, or in the
absence of a principal market, in the most advantageous market
for the asset or liability. The principal or the most advantageous
market must be accessible by the Group. The fair value of
an asset or a liability is measured using the assumptions that
market participants would use when pricing the asset or liability,
assuming that market participants act in their economic best
interest.

A fair value measurement of a non-financial asset takes
into account a market participant’s ability to generate economic
benefits by using the asset in its highest and best use or by
selling it to another market participant that would use the asset in
its highest and best use.

The Group uses valuation techniques that are appropriate
in the circumstances and for which sufficient data are available
to measure fair value, maximising the use of relevant observable
inputs and minimising the use of unobservable inputs.
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24 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)

Fair value measurement (continued)

All assets and liabilities for which fair value is measured or
disclosed in the financial statements are categorised within the
fair value hierarchy, described as follows, based on the lowest
level input that is significant to the fair value measurement as a
whole:

Level 1 - based on quoted prices (unadjusted) in active
markets for identical assets or liabilities

Level 2 - based on valuation techniques for which the lowest
level input that is significant to the fair value
measurement is observable, either directly or
indirectly

Level 3 - based on valuation techniques for which the lowest
level input that is significant to the fair value
measurement is unobservable

For assets and liabilities that are recognised in the financial
statements on a recurring basis, the Group determines whether
transfers have occurred between levels in the hierarchy by
reassessing categorisation (based on the lowest level input that is
significant to the fair value measurement as a whole) at the end of
each reporting period.

2.4
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)

Impairment of non-financial assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than inventories,
financial assets, and non-current assets/a disposal group
classified as held for sale), the asset’s recoverable amount is
estimated. An asset’s recoverable amount is the higher of the
asset’s or cash-generating unit's value in use and its fair value
less costs of disposal, and is determined for an individual asset,
unless the asset does not generate cash inflows that are largely
independent of those from other assets or groups of assets,
in which case the recoverable amount is determined for the
cash-generating unit to which the asset belongs.

An impairment loss is recognised only if the carrying
amount of an asset exceeds its recoverable amount. In assessing
value in use, the estimated future cash flows are discounted to
their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and the
risks specific to the asset. An impairment loss is charged to profit
or loss in the period in which it arises in those expense categories
consistent with the function of the impaired asset.

An assessment is made at the end of each reporting period
as to whether there is an indication that previously recognised
impairment losses may no longer exist or may have decreased.
If such an indication exists, the recoverable amount is estimated.
A previously recognised impairment loss of an asset other than
goodwill is reversed only if there has been a change in the
estimates used to determine the recoverable amount of that
asset, but not to an amount higher than the carrying amount
that would have been determined (net of any depreciation/
amortisation) had no impairment loss been recognised for the
asset in prior years. A reversal of such an impairment loss is
credited to of profit or loss in the period in which it arises.

2.4
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(continued)
Related parties FEAL
A party is considered to be related to the Group if: ETBER —ARAAEAEERS
EapE
(a) the party is a person or a close member of that person’s (a) ZAAB—BATHZEALTZIE
family and that person MomzAL
(i)  has control or joint control over the Group; )y HAEREREFESIEIHE
B FE I ;

(i)  has significant influence over the Group; or iy HEAEBEEBEERTEN;

=

(i) is a member of the key management personnel of the (i) AXRERFHEHBRAZE
Group or of a parent of the Group; EEEEAER;

or 14
(b) the party is an entity where any of the following conditions b) FZALTARETIEREGZE

applies: B

(i)  the entity and the Group are members of the same )y ZERAXEERBR—%
group; EMRERE ;

(i) one entity is an associate or joint venture of the other iy —EBRAZ—EBEBEHE—
entity (or of a parent, subsidiary or fellow subsidiary ERZBRFE -WEBAE
of the other entity); HERMEBAR) 2HEA

AHEERE;

(i) the entity and the Group are joint ventures of the (il ZEBRAXERAR %
same third party; ZHZEENRE;

(iv) one entity is a joint venture of a third entity and the vy —EBREA—RFE=ZFEEZ
other entity is an associate of the third entity; FERE  ME—EBRAZ

F=RFERZEERT ;

(v) the entity is a post-employment benefit plan for the (v) ZEBERAXEBERHEAKXE
benefit of employees of either the Group or an entity EEMENERAREER
related to the Group; F MR EER B EFEE ;

(vi) the entity is controlled or jointly controlled by a (vi) ZERZ ()it A x|
person identified in (a); s HE ]
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(continued)

Related parties (continued)
(b)  (continued)

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

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

Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in
progress, are stated at cost less accumulated depreciation and
any impairment losses. When an item of property, plant and
equipment is classified as held for sale or when it is part of a
disposal group classified as held for sale, it is not depreciated
and is accounted for in accordance with HKFRS 5, as further
explained in the accounting policy for “Non-current assets and
disposal groups held for sale”. The cost of an item of property,
plant and equipment comprises its purchase price and any directly
attributable costs of bringing the asset to its working condition and
location for its intended use.

Expenditure incurred after items of property, plant and
equipment have been put into operation, such as repairs and
maintenance, is normally charged to profit or loss in the period
in which it is incurred. In situations where the recognition criteria
are satisfied, the expenditure for a major inspection is capitalised
in the carrying amount of the asset as a replacement. Where
significant parts of property, plant and equipment are required
to be replaced at intervals, the Group recognises such parts as
individual assets with specific useful lives and depreciates them
accordingly.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 24 FEEHHEHEE @

(continued)

Property, plant and equipment and depreciation (continued)

Depreciation is calculated on the straight-line basis to write
off the cost of each item of property, plant and equipment to its
residual value over its estimated useful life. The principal annual
rates used for this purpose are as follows:

Buildings 3% to 10%

Leasehold improvements 10% to 33.3% or over the lease terms,
whichever rate is higher

Plant and machinery 5% to 10%

Furniture, fixtures 10% to 20%
and equipment
Motor vehicles 10% to 20%

Where parts of an item of property, plant and equipment
have different useful lives, the cost of that item is allocated on a
reasonable basis among the parts and each part is depreciated
separately. Residual values, useful lives and the depreciation
method are reviewed, and adjusted if appropriate, at least at each
financial year end.

An item of property, plant and equipment including any
significant part initially recognised is derecognised upon disposal
or when no future economic benefits are expected from its use or
disposal. Any gain or loss on disposal or retirement recognised
in profit or loss in the year the asset is derecognised is the
difference between the net sales proceeds and the carrying
amount of the relevant asset.

Construction in progress represents a building under
construction, which is stated at cost less any impairment losses,
and is not depreciated. Cost comprises the direct costs of
construction and capitalised borrowing costs on related borrowed
funds during the period of construction. Construction in progress
is reclassified to the appropriate category of property, plant and
equipment when completed and ready for use.
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(continued)

Non-current assets and disposal groups held for sale

Non-current assets and disposal groups are classified as
held for sale if their carrying amounts will be recovered principally
through a sales transaction rather than through continuing use.
For this to be the case, the asset or disposal group must be
available for immediate sale in its present condition subject only
to terms that are usual and customary for the sale of such assets
or disposal groups and its sale must be highly probable. All assets
and liabilities of a subsidiary classified as a disposal group are
reclassified as held for sale regardless of whether the Group
retains a non-controlling interest in its former subsidiary after the
sale.

Non-current assets and disposal groups (other than
investment properties and financial assets) classified as held for
sale are measured at the lower of their carrying amounts and
fair values less costs to sell. Property, plant and equipment and
intangible assets classified as held for sale are not depreciated or
amortised.

Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on
initial recognition at cost. The cost of intangible assets acquired
in a business combination is the fair value at the date of
acquisition. The useful lives of intangible assets are assessed
to be either finite or indefinite. Intangible assets with finite lives
are subsequently amortised over the useful economic life and
assessed for impairment whenever there is an indication that the
intangible asset may be impaired. The amortisation period and the
amortisation method for an intangible asset with a finite useful life
are reviewed at least at each financial year end.

Intangible assets with indefinite lives are tested for
impairment annually either individually or at the cash-generating
unit level. Such intangible assets are not amortised. The useful
life of an intangible asset with an indefinite life is reviewed
annually to determine whether the indefinite life assessment
continues to be supportable. If not, the change in the useful
life assessment from indefinite to finite is accounted for on a
prospective basis.

FELEZIFRBEERL S5
FEHEZFERBBEERNER
MZREERETEER-—HEERS
Wi B T 5% TR U S 4 AR A iR AT BE R 0 3
BARFLE AFNAINE  BE
FHEANBAERT MERHEZ
BEENEEANN—RMEEFERRT
HEMBARREED - WEEMBELQ
BINFMENEEMBEB I ELEF
HE  FREERTEHEZMBEAS
BREREBHHIFERED

FEHEZERBEERHER
B REVEMERE EFRIN) ZRE
BEERXABERELHENENE 2K
BRETRR - FIEHEZWE ~ 185 -
REBEMNBIEEFSHREITE SN -

\mREE (BER)

BERINESNELEERVRHES
RIZ AT E - BIBEFSHIEN
BREENRAZSKERHENARE
B -BREENTERFEHIEAE
PREASYEFREA - BIREANER B EM
BETERAKSEFEHEBE > RETR
BEREAL B & 0 E IR B B AT A R
B -BRAUCEHAFHRNEFLEENE
HEAREBIHE S EAEVREVREES
HHBE R

FHITERENEVEESFE
BRRAESELEBEMETRENR -
EREBTEESFHE - BERFH
A R PR E BV R 2 B EE Y fE R EHRIETT
Wt > LURERE O HA 3 R PR TE RY ST (4 =2
BHERSEXR - T ERFH
HHEEERERABRZIBERR LA
HAEREEARR -




Annual Report 2019

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
arETRRMEE

Year enaed 31 March 2019 BLE 201943531 H IFFEE

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 24 FEEHHEHEE @

(continued)

Intangible assets (other than goodwill) (continued)
Permits and licences

Purchased patents and licences are stated at cost less any
impairment losses and are amortised on the straight-line basis
over their estimated useful lives of 10 to 13 years.

Trademark
Trademark with indefinite life is stated at cost less any
impairment losses.

Research and development costs
All research costs are charged to profit or loss as incurred.

Expenditure incurred on projects to develop new products
is capitalised and deferred only when the Group can demonstrate
the technical feasibility of completing the intangible asset so that
it will be available for use or sale, its intention to complete and its
ability to use or sell the asset, how the asset will generate future
economic benefits, the availability of resources to complete the
project and the ability to measure reliably the expenditure during
the development. Product development expenditure which does
not meet these criteria is expensed when incurred.
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(continued)

Leases

Leases that transfer substantially all the rewards and risks
of ownership of assets to the Group, other than legal title, are
accounted for as finance leases. At the inception of a finance
lease, the cost of the leased asset is capitalised at the present
value of the minimum lease payments and recorded together
with the obligation, excluding the interest element, to reflect the
purchase and financing. Assets held under capitalised finance
leases, including prepaid land lease payments under finance
leases, are included in property, plant and equipment, and
depreciated over the shorter of the lease terms and the estimated
useful lives of the assets. The finance costs of such leases are
charged to profit or loss so as to provide a constant periodic rate
of charge over the lease terms.

Assets acquired through hire purchase contracts of a
financing nature are accounted for as finance leases, but are
depreciated over their estimated useful lives.

Leases where substantially all the rewards and risks of
ownership of assets remain with the lessor are accounted for as
operating leases. Where the Group is the lessor, assets leased
by the Group under operating leases are included in non-current
assets, and rentals receivable under the operating leases are
credited to profit or loss on the straight-line basis over the lease
terms. Where the Group is the lessee, rentals payable under
operating leases net of any incentives received from the lessor
are charged to profit or loss on the straight-line basis over the
lease terms.

Prepaid land lease payments under operating leases
are initially stated at cost and subsequently recognised on the
straight-line basis over the lease terms.
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(continued)

Investments and other financial assets (policies under
HKFRS 9 applicable from 1 April 2018)

Initial recognition and measurement

Financial assets are classified, at initial recognition, as
subsequently measured at amortised cost, fair value through
other comprehensive income, and fair value through profit or loss.

The classification of financial assets at initial recognition
depends on the financial asset’s contractual cash flow
characteristics and the Group’s business model for managing
them. With the exception of trade receivables that do not contain
a significant financing component or for which the Group has
applied the practical expedient of not adjusting the effect of a
significant financing component, the Group initially measures
a financial asset at its fair value, plus in the case of a financial
asset not at fair value through profit or loss, transaction costs.
Trade receivables that do not contain a significant financing
component or for which the Group has applied the practical
expedient are measured at the transaction price determined under
HKFRS 15 in accordance with the policies set out for “Revenue
recognition (applicable from 1 April 2018)” below.

In order for a financial asset to be classified and measured at
amortised cost, or fair value through other comprehensive income,
it needs to give rise to cash flows that are solely payments of
principal and interest (“SPPI”) on the principal amount outstanding.

The Group’s business model for managing financial assets
refers to how it manages its financial assets in order to generate
cash flows. The business model determines whether cash flows
will result from collecting contractual cash flows, selling the
financial assets, or both.

All regular way purchases and sales of financial assets
are recognised on the trade date, that is, the date that the Group
commits to purchase or sell the asset. Regular way purchases
or sales are purchases or sales of financial assets that require
delivery of assets within the period generally established by
regulation or convention in the marketplace.
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(continued)

Investments and other financial assets (policies under
HKFRS 9 applicable from 1 April 2018) (continued)

Subsequent measurement
The subsequent measurement of financial assets depends
on their classification as follows:

Financial assets at amortised cost (debt instruments)

The Group measures financial assets at amortised cost if
both of the following conditions are met:

. The financial asset is held within a business model with
the objective to hold financial assets in order to collect
contractual cash flows.

. The contractual terms of the financial asset give rise on
specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

Financial assets at amortised cost are subsequently
measured using the effective interest method and are subject
to impairment. Gains and losses are recognised in profit or loss
when the asset is derecognised, modified or impaired.

Financial assets designated at fair value through other
comprehensive income (equity investments)

Upon initial recognition, the Group can elect to classify
irrevocably its equity investments as equity investments
designated at fair value through other comprehensive income
when they meet the definition of equity under HKAS 32 Financial
Instruments: Presentation and are not held for trading. The
classification is determined on an instrument-by-instrument basis.

Gains and losses on these financial assets are never
recycled to the statement of profit or loss. Dividends are
recognized as revenue in the statement of profit or loss when
the right of payment has been established, it is probable that
the economic benefits associated with the dividend will flow to
the Group and the amount of the dividend can be measured
reliably, except when the Group benefits from such proceeds as a
recovery of part of the cost of the financial asset, in which case,
such gains are recorded in other comprehensive income. Equity
investments designated at fair value through other comprehensive
income are not subject to impairment assessment.
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(continued)

Investments and other financial assets (policies under
HKFRS 9 applicable from 1 April 2018) (continued)

Subsequent measurement (continued)
Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include
financial assets designated upon initial recognition at fair value
through profit or loss, or financial assets mandatorily required
to be measured at fair value. Financial assets are classified as
held for trading if they are acquired for the purpose of selling or
repurchasing in the near term. Derivatives, including separated
embedded derivatives, are also classified as held for trading
unless they are designated as effective hedging instruments.
Financial assets with cash flows that are not solely payments
of principal and interest are classified and measured at fair
value through profit or loss, irrespective of the business model.
Notwithstanding the criteria for debt instruments to be classified
at amortised cost or at fair value through other comprehensive
income, as described above, debt instruments may be designated
at fair value through profit or loss on initial recognition if doing so
eliminates, or significantly reduces, an accounting mismatch.

Financial assets at fair value through profit or loss are
carried in the statement of financial position at fair value with net
changes in fair value recognised in the statement of profit or loss.

This category includes derivative instruments and equity
investments which the Group had not irrevocably elected to
classify at fair value through other comprehensive income.
Dividends on equity investments classified as financial assets
at fair value through profit or loss are also recognised as other
income in the statement of profit or loss and other comprehensive
income when the right of payment has been established, it is
probable that the economic benefits associated with the dividend
will flow to the Group and the amount of the dividend can be
measured reliably.
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(continued)

Investments and other financial assets (policies under HKAS
39 applicable before 1 April 2018)

Initial recognition and measurement

Financial assets are classified, at initial recognition, as
financial assets at fair value through profit or loss or loans
and receivables and available-for-sale financial investments,
as appropriate. When financial assets are recognised initially,
they are measured at fair value plus transaction costs that are
attributable to the acquisition of the financial assets, except in the
case of financial assets recorded at fair value through profit or
loss.

All regular way purchases and sales of financial assets
are recognised on the trade date, that is, the date that the Group
commits to purchase or sell the asset. Regular way purchases
or sales are purchases or sales of financial assets that require
delivery of assets within the period generally established by
regulation or convention in the marketplace.

Subsequent measurement
The subsequent measurement of financial assets depends
on their classification as follows:

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include
financial assets designated upon initial recognition as at fair value
through profit or loss. Financial assets are classified as held for
trading if they are acquired for the purpose of sale in the near
term. Derivatives, including separated embedded derivatives, are
also classified as held for trading unless they are designated as
effective hedging instruments as defined by HKAS 39.

Financial assets at fair value through profit or loss are
carried in the statement of financial position at fair value with net
changes in fair value presented as other income and gains and
negative net changes on fair value presented as finance costs in
the statement of profit or loss and other comprehensive income.
These net fair value changes do not include any dividends or
interest earned on these financial assets, which are recognised
in accordance with the policies set out for “Revenue recognition
(applicable before 1 April 2018)” below.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 24 FEEHHEHEE @

(continued)

Investments and other financial assets (policies under HKAS
39 applicable before 1 April 2018) (continued)

Subsequent measurement (continued)

Financial assets at fair value through profit or 10ss (continued)
Financial assets designated upon initial recognition as at

fair value through profit or loss are designated at the date of initial

recognition and only if the criteria under in HKAS 39 are satisfied.

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted in
an active market. After initial measurement, such assets are
subsequently measured at amortised cost using the effective
interest rate method less any allowance for impairment.
Amortised cost is calculated by taking into account any discount
or premium on acquisition and includes fees or costs that are an
integral part of the effective interest rate. The effective interest
rate amortisation is included in other income and gains in the
statement of profit or loss and other comprehensive income. The
loss arising from impairment is recognised in the statement of
profit or loss and other comprehensive income in finance costs for
loans and in other expenses for receivables.

Available-for-sale financial investments

Available-for-sale financial investments are non-derivative
financial assets in listed and unlisted equity investments and
debt securities. Equity investments classified as available for
sale are those which are neither classified as held for trading nor
designated as at fair value through profit or loss. Debt securities
in this category are those which are intended to be held for an
indefinite period of time and which may be sold in response to
needs for liquidity or in response to changes in market conditions.
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14 ESEEEEERE

(continued)

Investments and other financial assets (policies under HKAS
39 applicable before 1 April 2018) (continued)

Subsequent measurement (continued)
Available-for-sale financial investments (continued)

After initial recognition, available-for-sale financial
investments are subsequently measured at fair value, with
unrealised gains or losses recognised as other comprehensive
income in the available-for-sale investment revaluation reserve
until the investment is derecognised, at which time the cumulative
gain or loss is recognised in the statement of profit or loss
and other comprehensive income in other income, or until the
investment is determined to be impaired, when the cumulative
gain or loss is reclassified from the available-for-sale investment
revaluation reserve to the statement of profit or loss and other
comprehensive income in other gains or losses. Interest and
dividends earned whilst holding the available-for-sale financial
investments are reported as interest income and dividend income,
respectively and are recognised in the statement of profit or loss
and other comprehensive income as other income in accordance
with the policies set out for “Revenue recognition (applicable
before 1 April 2018)” below.

When the fair value of unlisted equity investments cannot
be reliably measured because (a) the variability in the range of
reasonable fair value estimates is significant for that investment
or (b) the probabilities of the various estimates within the range
cannot be reasonably assessed and used in estimating fair value,
such investments are stated at cost less any impairment losses.

The Group evaluates whether the ability and intention to
sell its available-for-sale financial assets in the near term are still
appropriate. When, in rare circumstances, the Group is unable to
trade these financial assets due to inactive markets, the Group
may elect to reclassify these financial assets if management has
the ability and intention to hold the assets for the foreseeable
future or until maturity.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 24 FEEHHEHEE @

(continued)

Investments and other financial assets (policies under HKAS
39 applicable before 1 April 2018) (continued)

Subsequent measurement (continued)
Available-for-sale financial investments (continued)

For a financial asset reclassified from the available-for-sale
category, the fair value carrying amount at the date of
reclassification becomes its new amortised cost and any
previous gain or loss on that asset that has been recognised
in equity is amortised to profit or loss over the remaining life of
the investment using the effective interest rate. Any difference
between the new amortised cost and the maturity amount is also
amortised over the remaining life of the asset using the effective
interest rate. If the asset is subsequently determined to be
impaired, then the amount recorded in equity is reclassified to the
statement of profit or loss and other comprehensive income.

Derecognition of financial assets (policies under HKFRS 9
applicable from 1 April 2018 and policies under HKAS 39
applicable before 1 April 2018)

A financial asset (or, where applicable, a part of a financial
asset or part of a group of similar financial assets) is primarily
derecognised (i.e., removed from the Group’s consolidated
statement of financial position) when:

. the rights to receive cash flows from the asset have
expired; or

. the Group has transferred its rights to receive cash flows
from the asset or has assumed an obligation to pay the
received cash flows in full without material delay to a third
party under a “pass-through” arrangement; and either
(a) the Group has transferred substantially all the risks
and rewards of the asset, or (b) the Group has neither
transferred nor retained substantially all the risks and
rewards of the asset, but has transferred control of the
asset.

RERECEMEE (FRGHER
SEI9RIE T Z B SR FR20185F4 H1H Al
BH) @
Higs £ ()
AIHEEHRE (1)
MEREMEEEAIHEESR
EERENSE IESEEHZA
AEEREES R AER#BHENE
MzEERCESF AT ZHBR
B AREZRGFHIZERMN XS
HERm o MM A REHIEER
ZEMERTREZEEZREGREHN
HE Rt ABEZSRUNEDEE
RukHEE2EBER -

RIERAETHEE (FRAVBRESE
AUSE9SRIE T Z B K H20185F4B1HE
ERAMEEGHERFEIGRIETZH
BHt2018FE4B1HAIE )

TREE (WER > I—IESH
BEZ—PMNA—HEBEUSHEEZ
— &) FEETIBERAFGLIEFET
(B A EEG SR ERRRPEER)

- WEINEREBEEFSRSREZE
FEEEM ; =

« FEEEERHBRNZEREM
SHREREZEF > HREE
FREREEEENLERTRE
ZHEEXNERNZEERE
ZEE; RQFEEEEEREE
ZHBRER D BB R @R 0 5(b) 7
EETERSENREEEZEX
BoREKRER  EEEREE
ZERIE o

23 105



Tianda Pharmaceuticals Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
EERRMEE

Year enaed 31 March 2019 BLE 2019463531 H IFFE

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 24 FEEHHEHEE @

100 IESEEEEERE

(continued)

Derecognition of financial assets (policies under HKFRS 9
applicable from 1 April 2018 and policies under HKAS 39
applicable before 1 April 2018) (continued)

When the Group has transferred its rights to receive
cash flows from an asset or has entered into a pass-through
arrangement, it evaluates if, and to what extent, it has retained
the risk and rewards of ownership of the asset. When it has
neither transferred nor retained substantially all the risks and
rewards of the asset nor transferred control of the asset, the
Group continues to recognise the transferred asset to the extent
of the Group’s continuing involvement. In that case, the Group
also recognises an associated liability. The transferred asset and
the associated liability are measured on a basis that reflects the
rights and obligations that the Group has retained.

Continuing involvement that takes the form of a guarantee
over the transferred asset is measured at the lower of the original
carrying amount of the asset and the maximum amount of
consideration that the Group could be required to repay.

Impairment of financial assets (policies under HKFRS 9
applicable from 1 April 2018)

The Group recognises an allowance for ECLs for all debt
instruments not held at fair value through profit or loss. ECLs are
based on the difference between the contractual cash flows due in
accordance with the contract and all the cash flows that the Group
expects to receive, discounted at an approximation of the original
effective interest rate. The expected cash flows will include cash
flows from the sale of collateral held or other credit enhancements
that are integral to the contractual terms.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 24 FEEHHEHEE @

(continued)

Impairment of financial assets (policies under HKFRS 9
applicable from 1 April 2018) (continued)

General approach

ECLs are recognised in two stages. For credit exposures
for which there has not been a significant increase in credit risk
since initial recognition, ECLs are provided for credit losses
that result from default events that are possible within the next
12 months (a 12-month ECL). For those credit exposures for
which there has been a significant increase in credit risk since
initial recognition, a loss allowance is required for credit losses
expected over the remaining life of the exposure, irrespective of
the timing of the default (a lifetime ECL).

At each reporting date, the Group assesses whether the
credit risk on a financial instrument has increased significantly
since initial recognition. When making the assessment, the
Group compares the risk of a default occurring on the financial
instrument as at the reporting date with the risk of a default
occurring on the financial instrument as at the date of initial
recognition and considers reasonable and supportable information
that is available without undue cost or effort, including historical
and forward-looking information.

The Group considers a financial asset in default when
contractual payments are 60 to 180 days past due. However, in
certain cases, the Group may also consider a financial asset to be
in default when internal or external information indicates that the
Group is unlikely to receive the outstanding contractual amounts
in full before taking into account any credit enhancements held
by the Group. A financial asset is written off when there is no
reasonable expectation of recovering the contractual cash flows.
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(continued)

Impairment of financial assets (policies under HKFRS 9
applicable from 1 April 2018) (continued)

General approach (continued)

Financial assets at amortised cost are subject to
impairment under the general approach and they are classified
within the following stages for measurement of ECLs except for
trade and bills receivables and contract assets which apply the
simplified approach as detailed below.

Stage 1 - Financial instruments for which credit risk has not
increased significantly since initial recognition and for
which the loss allowance is measured at an amount
equal to 12-month ECLs

Stage 2 - Financial instruments for which credit risk has
increased significantly since initial recognition but
that are not credit-impaired financial assets and for
which the loss allowance is measured at an amount
equal to lifetime ECLs

Stage 3 - Financial assets that are credit-impaired at the
reporting date (but that are not purchased or
originated credit-impaired) and for which the loss
allowance is measured at an amount equal to lifetime
ECLs

Simplified approach

For trade and bills receivables and contract assets that do
not contain a significant financing component or when the Group
applies the practical expedient of not adjusting the effect of a
significant financing component, the Group applies the simplified
approach in calculating ECLs. Under the simplified approach,
the Group does not track changes in credit risk, but instead
recognises a loss allowance based on lifetime ECLs at each
reporting date. The Group has established a provision matrix
that is based on its historical credit loss experience, adjusted for
forward-looking factors specific to the debtors and the economic
environment.

ERMEEZRE(FARBEHRSEN
PSRBT ZHEBH2018FE4A 10 LI\
B) @)
— R % ()
BEBERAHEZSHMEE &
—RAETAEE A RE > LHK
THABEAZZERRRREKRE
BUKRESHEE (LTt 5 EE
LT D ER MBI E B5I8stE o

B—MEEKR—- SMIEEVRES
UREERBREE
m. BEHEGEERE
MER12EAFREE
BiEE

BMREER—- ESMIABVKRES
®BIEE R ARSI
e BXIFEERIE
THEEBHEGER
BHEENZHEMRE
B8

F=MER- RESEHEERE
ZERMEE (BREH
BERRREERE) >
HEEEFEHESNE
HATRHAE a8

B1E5 %

HRAEIEARER D 2B
IR ERZEBUREGHNEE > S
EERAATHEESN ) FEREKX
MERD 2 ERER > ~EERA
R FETHREEHEEFE R
BREERZ%E AEEFGEREER
Bzt MERSREARETE
ARG EBIRREBEEERE - A&
EERBEEELEERHEEREIE
HER > TREBEEBAREEREZ
AIEMRR LA -




Annual Report 2019

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
arETRRMEE

Year enaed 31 March 2019 BLE 201943531 H IFFEE

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 24 FEEHHEHEE @

(continued)

Impairment of financial assets (policies under HKAS 39
applicable before 1 April 2018)

The Group assesses at the end of each reporting period
whether there is objective evidence that a financial asset or a
group of financial assets is impaired. An impairment exists if one
or more events that occurred after the initial recognition of the
asset have an impact on the estimated future cash flows of the
financial asset or the group of financial assets that can be reliably
estimated. Evidence of impairment may include indications that a
debtor or a group of debtors is experiencing significant financial
difficulty, default or delinquency in interest or principal payments,
the probability that they will enter bankruptcy or other financial
reorganisation and observable data indicating that there is a
measurable decrease in the estimated future cash flows, such
as changes in arrears or economic conditions that correlate with
defaults.

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group
first assesses whether impairment exists individually for financial
assets that are individually significant, or collectively for
financial assets that are not individually significant. If the Group
determines that no objective evidence of impairment exists for an
individually assessed financial asset, whether significant or not, it
includes the asset in a group of financial assets with similar credit
risk characteristics and collectively assesses them for impairment.
Assets that are individually assessed for impairment and for which
an impairment loss is, or continues to be, recognised are not
included in a collective assessment of impairment.

The amount of any impairment loss identified is measured
as the difference between the asset’s carrying amount and the
present value of estimated future cash flows (excluding future
credit losses that have not yet been incurred). The present value
of the estimated future cash flows is discounted at the financial
asset’s original effective interest rate (i.e., the effective interest
rate computed at initial recognition).
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24 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)

Impairment of financial assets (policies under HKAS 39
applicable before 1 April 2018) (continued)

Financial assets carried at amortised cost (continued)

The carrying amount of the asset is reduced through the
use of an allowance account and the loss is recognised in profit
or loss. Interest income continues to be accrued on the reduced
carrying amount using the rate of interest used to discount the
future cash flows for the purpose of measuring the impairment
loss. Loans and receivables together with any associated
allowance are written off when there is no realistic prospect of
future recovery and all collateral has been realised or has been
transferred to the Group.

If, in a subsequent period, the amount of the estimated
impairment loss increases or decreases because of an event
occurring after the impairment was recognised, the previously
recognised impairment loss is increased or reduced by adjusting
the allowance account. If a write-off is later recovered, the
recovery is credited to profit or loss.

Available-for-sale financial investments

For available-for-sale financial investments, the Group
assesses at the end of each reporting period whether there is
objective evidence that an investment or a group of investments is
impaired.

If an available-for-sale asset is impaired, an amount
comprising the difference between its cost (net of any principal
payment and amortisation) and its current fair value, less any
impairment loss previously recognised in the statement of profit
or loss and other comprehensive income, is removed from other
comprehensive income and recognised in the statement of profit
or loss and other comprehensive income.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 24 FEEHHEHEE @

(continued)

Impairment of financial assets (policies under HKAS 39
applicable before 1 April 2018) (continued)

Available-for-sale financial investments (continued)

In the case of equity investments classified as available
for sale, objective evidence would include a significant or
prolonged decline in the fair value of an investment below its
cost. “Significant” is evaluated against the original cost of the
investment and “prolonged” against the period in which the fair
value has been below its original cost. Where there is evidence
of impairment, the cumulative loss — measured as the difference
between the acquisition cost and the current fair value, less any
impairment loss on that investment previously recognised in the
statement of profit or loss and other comprehensive income - is
removed from other comprehensive income and recognised in
the statement of profit or loss and other comprehensive income.
Impairment losses on equity instruments classified as available
for sale are not reversed through the statement of profit or loss
and other comprehensive income. Increases in their fair value
after impairment are recognised directly in other comprehensive
income.

The determination of what is “significant” or “prolonged”
requires judgement. In making this judgement, the Group
evaluates, among other factors, the duration or extent to which
the fair value of an investment is less than its cost.
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24 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial liabilities (policies under HKFRS 9 applicable from
1 April 2018 and HKAS 39 applicable before 1 April 2018)

Initial recognition and measurement
Financial liabilities are classified, at initial recognition, as
loans and borrowings and payables, as appropriate.

All financial liabilities are recognised initially at fair value
and, in the case of loans and borrowings and payables, net of
directly attributable transaction costs.

The Group’s financial liabilities include trade payables,
financial liabilities included in other payables and accruals,
amount due to a related company and dividend payable.

Derecognition of financial liabilities (policies under HKFRS 9
applicable from 1 April 2018 and HKAS 39 applicable before 1
April 2018)

A financial liability is derecognised when the obligation
under the liability is discharged or cancelled, or expires.

When an existing financial liability is replaced by another
from the same lender on substantially different terms, or the
terms of an existing liability are substantially modified, such
an exchange or modification is treated as a derecognition of
the original liability and a recognition of a new liability, and the
difference between the respective carrying amounts is recognised
in profit or loss.

Offsetting of financial instruments (policies under HKFRS 9
applicable from 1 April 2018 and HKAS 39 applicable before 1
April 2018)

Financial assets and financial liabilities are offset and the
net amount is reported in the statement of financial position if
there is a currently enforceable legal right to offset the recognised
amounts and there is an intention to settle on a net basis, or to
realise the assets and settle the liabilities simultaneously.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 24 FEEHHEHEE @

(continued)

Derivative financial instruments (policies under HKFRS 9
applicable from 1 April 2018 and HKAS 39 applicable before 1
April 2018)

Initial recognition and subsequent measurement

The Group has derivative financial instruments, such as
foreign commodity contracts, to hedge its commodity price risk.
Such derivative financial instruments are initially recognised at fair
value on the date on which a derivative contract is entered into
and are subsequently remeasured at fair value. Derivatives are
carried as assets when the fair value is positive and as liabilities
when the fair value is negative.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined on the first-in, first-out basis and, in
the case of work in progress and finished goods, comprises
direct materials, direct labour and an appropriate proportion of
overheads. Net realisable value is based on estimated selling
prices less any estimated costs to be incurred to completion and
disposal.

Cash and cash equivalents

For the purpose of the consolidated statement of cash
flows, cash and cash equivalents comprise cash on hand and
demand deposits, and short term highly liquid investments that
are readily convertible into known amounts of cash, are subject to
an insignificant risk of changes in value, and have a short maturity
of generally within three months when acquired, less bank
overdrafts which are repayable on demand and form an integral
part of the Group’s cash management.

For the purpose of the consolidated statement of financial
position, cash and cash equivalents comprise cash on hand and
at banks, including term deposits, and assets similar in nature to
cash, which are not restricted as to use.
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24 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)

Provisions

A provision is recognised when a present obligation (legal
or constructive) has arisen as a result of a past event and it is
probable that a future outflow of resources will be required to
settle the obligation, provided that a reliable estimate can be
made of the amount of the obligation.

When the effect of discounting is material, the amount
recognised for a provision is the present value at the end of
the reporting period of the future expenditures expected to be
required to settle the obligation. The increase in the discounted
present value amount arising from the passage of time is included
in finance costs in profit or loss and other comprehensive income.

Income tax

Income tax comprises current and deferred tax. Income tax
relating to items recognised outside profit or loss is recognised
outside profit or loss, either in other comprehensive income or
directly in equity.

Current tax assets and liabilities are measured at the
amount expected to be recovered from or paid to the taxation
authorities, based on tax rates (and tax laws) that have been
enacted or substantively enacted by the end of the reporting
period, taking into consideration interpretations and practices
prevailing in the countries in which the Group operates.

Deferred tax is provided, using the liability method, on all
temporary differences at the end of the reporting period between
the tax bases of assets and liabilities and their carrying amounts
for financial reporting purposes.
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24 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)

Income tax (continued)
Deferred tax liabilities are recognised for all taxable
temporary differences, except:

. when the deferred tax liability arises from the initial
recognition of goodwill or an asset or liability in a
transaction that is not a business combination and, at the
time of the transaction, affects neither the accounting profit
nor taxable profit or loss; and

. in respect of taxable temporary differences associated with
investments in subsidiaries, when the timing of the reversal
of the temporary differences can be controlled and it is
probable that the temporary differences will not reverse in
the foreseeable future.

Deferred tax assets are recognised for all deductible
temporary differences, the carryforward of unused tax credits
and any unused tax losses. Deferred tax assets are recognised
to the extent that it is probable that taxable profit will be
available against which the deductible temporary differences, the
carryforward of unused tax credits and unused tax losses can be
utilised, except:

. when the deferred tax asset relating to the deductible
temporary differences arises from the initial recognition of
an asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects
neither the accounting profit nor taxable profit or loss; and

. in respect of deductible temporary differences associated
with investments in subsidiaries, deferred tax assets are
only recognised to the extent that it is probable that the
temporary differences will reverse in the foreseeable
future and taxable profit will be available against which the
temporary differences can be utilised.
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24 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)

Income tax (continued)

The carrying amount of deferred tax assets is reviewed at
the end of each reporting period and reduced to the extent that it
is no longer probable that sufficient taxable profit will be available
to allow all or part of the deferred tax asset to be utilised.
Unrecognised deferred tax assets are reassessed at the end of
each reporting period and are recognised to the extent that it has
become probable that sufficient taxable profit will be available to
allow all or part of the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply to the period when the asset is
realised or the liability is settled, based on tax rates (and tax laws)
that have been enacted or substantively enacted by the end of the
reporting period.

Deferred tax assets and deferred tax liabilities are offset
if and only if the Group has a legally enforceable right to set off
current tax assets and current tax liabilities and the deferred taxes
assets and deferred tax liabilities relate to income taxes levied by
the same taxation authority on either the same taxable or different
taxable entities which intend either to settle current tax liabilities
and assets on a net basis, or to realise the assets and settle the
liabilities simultaneously, in each future period in which significant
amounts of deferred tax liabilities or assets are expected to be
settled or recovered.
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24 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)

Government grants

Government grants are recognised at their fair value where
there is reasonable assurance that the grant will be received
and all attaching conditions will be complied with. When the
grant relates to an expense item, it is recognised as income on
a systematic basis over the periods that the costs, which it is

intended to compensate, are expensed.

Revenue recognition (applicable from 1 April 2018)
Revenue from contracts with customers

Revenue from contracts with customers is recognised when
control of goods or services is transferred to the customers at an
amount that reflects the consideration to which the Group expects

to be entitled in exchange for those goods or services.

(a) Sale of pharmaceutical, biotechnology and healthcare

products

Revenue from the sale of pharmaceutical, biotechnology
and healthcare products is recognised at the point in time when
control of the asset is transferred to the customer, generally on
delivery of the pharmaceutical, biotechnology and healthcare

products.

Other income

Interest income is recognised on an accrual basis using
the effective interest method by applying the rate that exactly
discounts the estimated future cash receipts over the expected
life of the financial instrument or a shorter period, when

appropriate, to the net carrying amount of the financial asset.
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24 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)

Revenue recognition (applicable before 1 April 2018)

Revenue is recognised when it is probable that the
economic benefits will flow to the Group and when the revenue
can be measured reliably, on the following bases:

(@) from the sale of goods, when the significant risks and
rewards of ownership have been transferred to the buyer,
provided that the Group maintains neither managerial
involvement to the degree usually associated with
ownership, nor effective control over the goods sold; and

(b) interest income, on an accrual basis using the effective
interest method by applying the rate that exactly discounts
the estimated future cash receipts over the expected
life of the financial instrument or a shorter period, when
appropriate, to the net carrying amount of the financial
asset.

Contract liabilities (applicable from 1 April 2018)

A contract liability is the obligation to transfer goods or
services to a customer for which the Group has received a
consideration (or an amount of consideration that is due) from
the customer. If a customer pays the consideration before the
Group transfers goods or services to the customer, a contract
liability is recognised when the payment is made or the payment
is due (whichever is earlier). Contract liabilities are recognised as
revenue when the Group performs under the contract.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 24 FEEHHEHEE @

(continued)

Employee benefit
Pension schemes

The Group operates a defined contribution Mandatory
Provident Fund retirement benefit scheme (the “MPF Scheme”)
under the Mandatory Provident Fund Schemes Ordinance for
those employees who are eligible to participate in the MPF
Scheme. Contributions are made based on a percentage of the
employees’ basic salaries and are charged to profit or loss as
they become payable in accordance with the rules of the MPF
Scheme. The assets of the MPF Scheme are held separately
from those of the Group in an independently administered fund.
The Group’s employer contributions vest fully with the employees
when contributed into the MPF Scheme.

The employees of the Group’s subsidiaries which operate
in Mainland China are required to participate in a central
pension scheme operated by the local municipal government.
These subsidiaries are required to contribute a certain specific
percentage of their payroll costs to the central pension scheme.
The contributions are charged to profit or loss as they become
payable in accordance with the rules of the central pension
scheme.

Payments to state-managed retirement benefit schemes
in jurisdictions other than the PRC are charged as expenses
when employees have rendered the service entitling them to the
contributions.

Dividends

Final dividends are recognised as a liability when they are
approved by the shareholders in a general meeting. Proposed
final dividends are disclosed in the notes to the financial
statements.

Interim dividends are simultaneously proposed and
declared, because the Company’s memorandum and articles of
association grant the directors the authority to declare interim
dividends. Consequently, interim dividends are recognised
immediately as a liability when they are proposed and declared.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 24 FEEHHEHEE @

120 I ESEEEEERE

(continued)

Foreign currencies

These financial statements are presented in HK$, which
is different from the Company’s functional currency, Renminbi
(“RMB”). As the shares of the Company are listed on the Stock
Exchange, for the convenience of the financial statements users,
the results and financial position of the Group are expressed
in HK$. Each entity in the Group determines its own functional
currency and items included in the financial statements of each
entity are measured using that functional currency. Foreign
currency transactions recorded by the entities in the Group are
initially recorded using their respective functional currency rates
prevailing at the dates of the transactions. Monetary assets and
liabilities denominated in foreign currencies are translated at the
functional currency rates of exchange ruling at the end of the
reporting period. Differences arising on settlement or translation
of monetary items are recognised in profit or loss.

Non-monetary items that are measured in terms of
historical cost in a foreign currency are translated using
the exchange rates at the dates of the initial transactions.
Non-monetary items measured at fair value in a foreign currency
are translated using the exchange rates at the date when the fair
value was measured. The gain or loss arising on translation of a
non-monetary item measured at fair value is treated in line with
the recognition of the gain or loss on change in fair value of the
item (i.e., translation difference on the item whose fair value gain
or loss is recognised in other comprehensive income or profit or
loss is also recognised in other comprehensive income or profit or
loss, respectively).

The functional currencies of certain overseas subsidiaries
are currencies other than the HK$. As at the end of the reporting
period, the assets and liabilities of these entities are translated
into HK$ at the exchange rates prevailing at the end of the
reporting period and their statements of profit or loss are
translated into HK$ at the weighted average exchange rates for
the year.

5

ZEPHHRRABIT (LIEER
BZIEEEBARKE) 2] - ARER
B RRIP P E P LT > A5 ER IR
REAE > AEEEEKRP TR
MAETIE FEERZEERER
EHINEER  HMBFRKREE TN
FRENBEEHEtE - xEBRZERE
ZHNBERZNTRXZBEMUESR
2 ERERREANR - LIMEEHE
ZEBREBEERGR  BAMUWERS
REBESHRZERRE - BHEIHRE
EREEZERNBnED -

BRELMATIRUIMESTEZIE
EREE  RAVIXZHZEXRR
B BARBEYIRMIIMNESEZIE
ERER  KAMEAREEZHZ
ERNE - BB AREEFEZIF
ERMERZREGEAZAEZANEE

HEe2HWmBERIBHETDHNE
EEED G A= g
EH) —fHEE -

ETBIMBRBRZNERERER
FEBTER -NEBEHR > AMEE
ZEERBERBSHREHERR
BA#ET HEmXRAUBREAFEZN
BTERRE ST -




Annual Report 2019

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
arETRRMEE

Year enaed 31 March 2019 BLE 201943531 H IFFEE

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 24 FEEHHEHEE @

(continued)

Foreign currencies (continued)

The resulting exchange differences are recognised in
other comprehensive income and accumulated in the exchange
fluctuation reserve. On disposal of a foreign operation, the
component of other comprehensive income relating to that
particular foreign operation is recognised in profit or loss.

Any goodwill arising on the acquisition of a foreign
operation and any fair value adjustments to the carrying amounts
of assets and liabilities arising on acquisition are treated as
assets and liabilities of the foreign operation and translated at the
closing rate.

For the purpose of the consolidated statement of cash
flows, the cash flows of overseas subsidiaries are translated into
HK$ at the exchange rates ruling at the dates of the cash flows.
Frequently recurring cash flows of overseas subsidiaries which
arise throughout the year are translated into HK$ at the weighted
average exchange rates for the year.

SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES

The preparation of the Group’s financial statements
requires management to make judgements, estimates and
assumptions that affect the reported amounts of revenues,
expenses, assets and liabilities, and their accompanying
disclosures, and the disclosure of contingent liabilities.
Uncertainty about these assumptions and estimates could result
in outcomes that could require a material adjustment to the
carrying amounts of the assets or liabilities affected in the future.

Estimation uncertainty

The key assumptions concerning the future and other key
sources of estimation uncertainty at the end of the reporting
period, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within
the next financial year, are described below.
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (continued)

Estimation uncertainty (continued)
Impairment of goodwill

The Group determines whether goodwill is impaired at
least on an annual basis. This requires an estimation of the
value in use of the cash-generating units to which the goodwill
is allocated. Estimating the value in use requires the Group to
make an estimate of the expected future cash flows from the
cash-generating units and also to choose a suitable discount rate
in order to calculate the present value of those cash flows. The
carrying amount of goodwill at 31 March 2019 was approximately
HK$104,827,000 (2018: HK$112,148,000). Further details are
given in note 15.

Impairment of non-financial assets (other than goodwill)

The Group assesses whether there are any indicators
of impairment for all non-financial assets at the end of each
reporting period. Indefinite life intangible assets are tested for
impairment annually and at other times when such an indicator
exists. Other non-financial assets are tested for impairment
when there are indicators that the carrying amounts may not
be recoverable. An impairment exists when the carrying value
of an asset or a cash-generating unit exceeds its recoverable
amount, which is the higher of its fair value less costs of disposal
and its value in use. The calculation of the fair value less
costs of disposal is based on available data from binding sales
transactions in an arm’s length transaction of similar assets or
observable market prices less incremental costs for disposing
of the asset. When value in use calculations are undertaken,
management must estimate the expected future cash flows from
the asset or cash-generating unit and choose a suitable discount
rate in order to calculate the present value of those cash flows.
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Year enaed 31 March 2019 BLE 201943531 H IFFEE

4.

OPERATING SEGMENT INFORMATION

Information reported to the managing director of the
Company, being the chief operating decision maker (CODM), for
the purposes of resource allocation and assessment of segment
performance focuses on the types of goods delivered. Other than
the revenue analysis as set out below, no operating results and
other discrete financial information relating to major products is
prepared regularly for internal reporting to the CODM for resource
allocation and performance assessment. The CODM reviews
the financial performance of pharmaceutical and biotechnology
business as a whole for allocating resources and assessing
performance. In addition, the CODM monitors the Group’s assets
and liabilities as a whole, accordingly, no segment assets and
liabilities are presented.

Segment performance is evaluated based on segment profit
or loss, which is a measure of adjusted profit/loss before tax. The
adjusted profit/loss before tax except that allocation of central
administration costs, certain other income, and other gains and
losses are excluded from such measurement.

4,

HEDBER

ERBA/DEE R LD EE
BMEAAREEREE (EEE
BRRE) ERZENEPRAER
T2 EWER - BRI TR Z WA D
ok EERAREATEEMER
NEERBEREEDLMBER UM
BERDERERRIGRAEIEZERR
ZETANER TEZERREE
RERBEEVEFTNMBRERE U
DEERRFGRE US> TEE
BRREERFEENEREERE
G At EEIDBEERER -

DEVRIFTHIRE D BB EF 18
(BPBRI AT AR H B EF BB Z 5 8)
AP o RAERIMANETBEZ 5t
B REPRITHAE - EFHEWK
AUREEWmREBERZ D -

2019

Pharmaceutical

and

biotechnology
business Unallocated Total
BEEMER b3l et
HK$ HK$ HK$

Segment revenue: FEBULA :

Sales to external customers AR HE 527,002,819 - 527,002,819
Revenue WA 527,002,819 - 527,002,819
Segment results DEEE 36,349,774 (10,182,677) 26,167,097
Profit before tax FRFR A i 26,167,097
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4. OPERATING SEGMENT INFORMATION (continued) 4. RKEFHBEH @
2018
Pharmaceutical
and
biotechnology
business Unallocated Total
BELYER *n e st
HK$ HK$ HK$
BT BT BT
Segment revenue: DEUA -
Sales to external customers B EEHE 361,554,649 - 361,554,649
Revenue A 361,554,649 - 361,554,649
Segment results DEBELE 45,157,539 (15,215,544) 29,941,995
Profit before tax PRI AR 29,941,995
Geographical information 3h iz &
(a)  Revenue from external customers (a) KEINFEERZHUA
2019 2018
HK$ HK$
BT BT
Mainland China =2lE NS 525,088,733 360,009,359
Hong Kong 58 1,020,944 1,030,835
Australia JRAF TR 893,142 514,455

527,002,819 361,554,649

The revenue information of operations above is U EEEZRAEBRUE
based on the locations of the customers. EFrEth A EEE o
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4. OPERATING SEGMENT INFORMATION (continued) 4. REQFEBEHE @

Geographical information (continued)
(b) Non-current assets

i EE (@ BmE
(b) FETRBEE

Annual Report 2019

2019 2018

HK$ HK$

BT BT

Mainland China A B K R 265,698,418 408,307,160
Hong Kong 58 1,567,639 2,085,669
Australia TR K T 17,226 25,247
267,283,283 410,418,076

The non-current assets information of operations above
is based on the locations of the assets and excludes financial

instruments.

Information about a major customer

During the years ended 31 March 2019 and 2018, no
revenue from any single customer accounted for 10% or more of

the total revenue of the Group.

FREEERZEH

U EEEZFRHEEEHUE
EFFfEMAELE > BAREEMIA -

B E20195F K20185F3831H LEHF
B EEREEA—RERBBAL
ER B A10%E A L o

5. REVENUE, OTHER INCOME, GAINS AND LOSSES 5 WA -HEWA - W=mRkEHE
An analysis of revenue is as follows: BRAWAZARUWT :
2019 2018
HK$ HK$
B BT
Revenue from contracts with customers EBEEHRA
Sale of pharmaceuticals, biotechnology and HEBE - £YHK
healthcare products: RREER:
— Cerebroprotein hydrolysate injection — A5 AKEBKEY 268,520,338 158,269,495
— Tuoping (Valsartan capsules) —RF (B IERBE) 69,206,399 56,633,856
— Tuoen (Ibuprofen suspension and drops) —t R
(fABFRBRKREH) 65,386,623 65,285,097
— Other products —HEEM 123,889,459 81,366,201
527,002,819 361,554,649
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5.

120 ESEEEEEPE

REVENUE, OTHER INCOME, GAINS AND LOSSES (continued) 5. WA -HEWA - ERKkEE @

Revenue from contracts with customers EBEAHWA
(i)  Disaggregated revenue information (i) KR HEZHUAEZH
For the year ended 31 March 2019 HE20195F38MBLFEE
Pharmaceutical,
biotechnology
and healthcare
products
B#&E..EYEE
RRREER
HK$
Segments 7B BT
Type of goods SmER
Sale of goods HEER 527,002,819
Total revenue from contracts with customers BERSHUNA4EEE 527,002,819
Geographical markets Hh iz v 35
Mainland China A ] A B 525,088,733
Hong Kong B8 1,020,944
Australia TR A FI 58 893,142
Total revenue from contracts with customers ERAHUMALEEE 527,002,819
Timing of revenue recognition U A FEER Z BSR4
Goods transferred at a point in time ARRMERZEMR 527,002,819
Total revenue from contracts with customers BRI AMEE 527,002,819
Revenue from contracts with customers ERGHIRA
External customers ShERE B 527,002,819
Total revenue from contracts with customers ERAHUMALELE 527,002,819
The following table shows the amounts of revenue TRETHRARSHAMEIME
recognised in the current reporting period that were included in ARSI ZEHNEEZIRAEERE !
the contract liabilities at the beginning of the reporting period:
2019
HK$
B
Revenue recognised that was included in contract Bt AIRSHEAMZ BN AEE
liabilities at the beginning of the reporting period: ZERBWA
Sale of goods HEES R 17,815,075
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5. REVENUE, OTHER INCOME, GAINS AND LOSSES (continued)

Revenue from contracts with customers (continued)
(i) Performance obligations

Information about the Group’s performance obligations is
summarised below:

Sale of pharmaceutical, biotechnology and healthcare
products

The performance obligation is satisfied upon delivery
of the pharmaceutical, biotechnology and healthcare

A ~HEIWA «- IEZREE @

ERAHWA @

(i) BAEIEE
EREAEERNET2ER
mr:

HEBE  LYRIRRREE R
BHEBERXNEE £

MR R R ERFER 0 BN
— MR P 3 Y B #HEE 5160E 180K

products and payment is generally due within 60 to 180
days from delivery, except for new customers, where

payment in advance is normally required.

An analysis of other income, gains and losses is as

follows:

WEIHR > MR R —ARZATAR
I8 o

EREEWA - REKRE
BzZoWT:

2019 2018
HK$ HK$
B BT
Other income HEWA
Bank interest income RITF S WA 6,465,231 4,143,258
Government subsidies* B AT & B 3,406,910 1,403,937
Others He 728,680 400,602
10,600,821 5,947,797
Gains and losses Wz R 548
Fair value gains/(losses), net: AREERE
(B518) $%8 -
Derivative instruments — transactions TETA-FTF/E
not qualifying as hedges HAHEKRZRS (4,555,476) (255,097)
Structured deposits ERMEER 6,569,715 5,210,874
Gain on disposal of available-for-sale HEMHEERSE
investments Z W= - 8,293,917
Foreign exchange gain/(loss), net ERUWE (E5i8) $%E 4,571,995 (2,830,438)
Loss on disposal/write off of property, HE MEME - BE
plant and equipment KR EZ 18 (252,388) (90,785)
Impairment loss on intangible assets HEBPEENRERE - (1,307,629)
16,934,667 14,968,639

these grants.

There are no unfulfilled conditions or contingencies relating to

* TEARIILEMMEZ HRER

HHERHAFE-
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Al

6. PROFIT BEFORE TAX FROM CONTINUING OPERATIONS 6. IHEREEFEZERIEH

The Group’s profit before tax is arrived at after charging/ AEBMZAFEEGRL&MR
(crediting): (BstA) -
2019 2018
Notes HK$ HK$
M3 =E BT BT
Cost of inventories sold BEFEEZME 102,923,092 91,195,131
Depreciation e 11,467,349 11,001,929
Amortisation of licences and permits B KRR B 16 4,698,901 11,039,985
Research and development costs Bff 2% Y A 6,915,847 3,138,669
Impairment of trademark R E 16 - 1,307,629
Amortisation of prepaid land lease ML E
payments TRIE 8 3,420,690 3,743,075
Auditors’ remuneration %M & 2,072,716 1,965,192
Foreign exchange differences, net ERERFRE (4,571,995) 2,830,438
Impairment of financial and contract ETMKRENEE
assets, net: REREE -
Reversal of impairment of trade and 135 [o] FE WL BR 7R
bills receivables K EW E R RE 19 (3,566) -
Reversal of impairment of financial B EIF AT RIE -
assets included in prepayments, RERETCERZRZ
deposits and other receivables, net TREEREFE 20 (8,264) -
(11,830) -
Minimum lease payments under KEHEZREHEE
operating leases [N 7,427,766 6,379,465
Employee benefit expense EERAMMAZ (FEE
(including directors’ and chief EERTETHAE
executive’s remuneration (note 7)): B (M35E7)) -
Wages and salaries T & R #r i 48,998,654 42,270,441
Pension scheme contributions BRIKE5HEIE R 5,089,029 3,814,947

(Wil *AEsRAR
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7. CHIEF EXECUTIVE’S AND DIRECTORS’ REMUNERATION

Chief executive’s and directors’ remuneration for the year,
disclosed pursuant to the Listing Rules, section 383(1)(a), (b), (c)
and (f) of the Hong Kong Companies Ordinance and Part 2 of the
Companies (Disclosure of Information about Benefits of Directors)

Regulation, is as follows:

FETHASRESHE

Annual Report 2019

RiE EHRA] ~ FSBQEEREIE
383(1)(a) ~ (b) ~ ()R (MR KA E (3%
BESMHEER) REIF2EIREAF
EZETETHAEBRESEMENT :

2019 2018

HK$ HK$

BT BT

Fees ok 492,000 492,000

(a) Independent non-executive directors

The fees paid to independent non-executive directors

(a) BILIFBITESE

FAENFTHRILIIFNITESZHA

during the year were as follows: EWMTF
2019 2018
HK$ HK$
BT BT
Mr. Lam Yat Fai HHEERE 72,000 72,000
Mr. Chiu Sung Hong HEERE 72,000 72,000
Mr. Chiu Fan Wa HMELE 72,000 72,000
216,000 216,000

There were no other emoluments payable to the
independent non-executive directors during the year (2018: Nil).

FRLERENFBEIIFNITES

N
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7. CHIEF EXECUTIVE'S AND DIRECTORS REMUNERATION 7. FETHASREZEEME @

(continued)

130 ESEEEEERE

The chief executive, director and non-executive (b) FEITHAS - JITEFERIEH
directors TEE
Fees
ik
HK$
BT
2019 20194
Chief executive: FETHAE:
Mr. Fang Wen Quan AN RESRE 60,000
Executive director: BITES .
Mr. Lui Man Sang BXERE 72,000
Non-executive directors: JEHITESE :
Mr. Shen Bo R T E 72,000
Mr. Feng Quanming BEBPRE -
Dr. Lam Lee G. MREEL 72,000
144,000
276,000
2018 20184F
Chief executive: FTETHAE:
Mr. Fang Wen Quan XL 60,000
Executive director: HITES .
Mr. Lui Man Sang BXERE 72,000
Non-executive directors: EHITES :
Mr. Shi Shaobin i e 54,000
Mr. Shen Bo L E 72,000
Mr. Feng Quanming BERLE -
Dr. Lam Lee G. MKREEL 18,000
144,000
276,000
Notes: FMI5E -

(a) Mr. Shi Shaobin resigned as non-executive director with effect

from 31 December 2017.

(b) Dr. Lam Lee G. was appointed as non-executive director with

effect from 1 January 2018.

There was no arrangement under which a director or the
chief executive waived or agreed to waive any remuneration

during the year.

(a) DIEFECREIFRITES
2017812831 B EER o

b) MREELIBEZTAIERTE
= H018FE1B1E-RER -

FRTEBREFNEETHRAER
RHRAEREEMMEZZHE -
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8.  FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year did not
include any executive director (2018: Nil), details of whose
remuneration are set out in note 7 above. Details of the
remuneration for the year of the five (2018: five) highest paid
employees who are neither a director nor chief executive of the
Company are as follows:

hEREHMES

FRAZRRSHNESFAEEE
ABMITESE (20185 : ) > H &%
SRS EXXPiEE7 c FARE R (20185 :
ER) WFERBREFHEETHA
BzaaNEEZMEFEUT :

2019 2018

HK$ HK$

BT BT

Salaries, allowances and benefits in kind N R REYR R 3,597,295 4,060,799
Performance related bonuses BERAEAT 102,475 316,400
Pension scheme contributions L a7 e ke 81,024 72,000
3,780,794 4,449,199

The number of non-director and non-chief executive highest
paid employees whose remuneration fell within the following
bands is as follows:

A= B4R M IFE S K
EIREFBTHRABZERSHMESZ
ABWMT

Number of employees

EEAH
2019 2018
Nil to HK$1,000,000 # 21,000,000 7T 4 3
HK$1,000,001 to HK$1,500,000 1,000,0017 7T £ 1,500,0007%8 7T 1 2
5 5
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9.

INCOME TAX

No provision for Hong Kong profits tax has been made
as the Group did not generate any assessable profits arising in
Hong Kong during the year (2018: Nil). Tax on profits assessable
in the Mainland China has been calculated at the applicable
Mainland China corporate income tax (“CIT") rate of 25% (2018:
25%), except for Yunnan Meng Sheng Pharmaceutical Co., Ltd.
(“‘Meng Sheng Pharmaceutical”) and Tianda Pharmaceuticals
(Zhuhai) Ltd. (“Tianda Pharmaceuticals (Zhuhai)”), which are
the subsidiaries of the Group. Meng Sheng Pharmaceutical
is established in the Kunming economic development zone.
Pursuant to the relevant laws and regulations in the PRC, Meng
Sheng Pharmaceutical is engaged in Western China Development
and was entitled to a preferential tax rate of 15% during the year
(2018: 15%). Tianda Pharmaceuticals (Zhuhai) is qualified as
an advanced technology enterprise and has obtained approvals
from the relevant tax authorities for a preferential tax rate of 15%
for a period of 3 years up to December 2019. Taxes on profits

FRiS#i

HRAEBREFEFRALEESEE
EEEAERREN > KT EERS
BRI EE (20184 | |) o [RAE
BB AR EEBEEERTRAT
(“BEZEE) RRKEXE (KB AR
NE (RAKEE (%B)) I REEH
ABETRERRBF B 2 RIE > Thig
BERAPEKEDEFRSR (XM
B0 #E25% (20184F : 25%) 51 & o
BEEERERLCERBEERI R
BHhEZAEREERER  BEEE
ZHEPEBEREPRE RN EFEEZE
BEME15% (20184F : 15%) o R A LE
¥ (B NAEHMEMEXER > &
SIERAMR AN EIREBERZE15%
W A =% > EE2019F128 4
It EetENERREMNZRERD

assessable elsewhere have been calculated at the rates of tax BAERRKREREREEEZ SRR

prevailing in the jurisdictions in which the Group operates. KEtB o
2019 2018
HK$ HK$
BT BT

Current — Mainland China BNHA — A B K B

Charge for the year KEEZH 10,017,876 10,441,726
Underprovision in prior years NEEEEETE 217,675 -
Withholding tax a0 1,786,240 1,582,309
Deferred tax (note 25) IEER A (Ff5E25) (1,837,637) (4,244,079)
10,184,154 7,779,956

RAAREARAE
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9.

INCOME TAX (continued) 9. FRfFIR @

A reconciliation of the tax expense applicable to profit UTARRAENZRESIH
before tax at the statutory rates for the jurisdictions in which the (RAHEKXE DB AT EBEAESE
majority of its subsidiaries are domiciled to the tax expense at HEZEZEMEHNE) BEEHME
the effective tax rates, and a reconciliation of the applicable rates SAHEZMEIHZEHER  UWRERR
(ie., the statutory tax rates) to the effective tax rates, are as KEWEERE) BAEMMEZHER
follows:

2019 2018
HK$ % HKS %
BT BT
Profit before tax BRI AR 26,167,097 29,941,995
Tax at the statutory tax rate BEEREHBEZRE 6,541,774 25.0 7,485,499 25.0
Lower tax rate(s) enacted by local authority 3 75 14 B8 98 #%5
ZRERE (5,252,473) (204)  (4,784,567) (16.0)
Effect of withholding tax at 10% on the BEAERGTREWEAT
distributable profits of the Group’s PRC  a] 3 JREFI 2 10%:+ &
subsidiaries ZENRZEE 1,592,566 6.1 1,125,442 38
Income not subject to tax BARRZHA (2,950,169) (11.2) (2,646,380) (8.8)
Expenses not deductible for tax Az 2,306,625 8.8 1,414,984 47
Tax losses not recognised KB RIBEE 7,728,156 29.5 5,184,978 17.3
Adjustments in respect of current tax of SARRIENENEA
previous period ER%E 217,675 0.8 - 0.0
Tax charge at the Group’s effective rate BEAEBRZENRE
HEZRELH 10,184,154 38.9 7,779,956 2.0
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10. ASSETS OF A DISPOSAL GROUP CLASSIFIED AS HELD  10. 9 iEAFEHEZHEEANZSE

FOR SALE AND LIABILITIES DIRECTLY ASSOCIATED WITH
THE ASSETS CLASSIFIED AS HELD FOR SALE

On 22 February 2019, the Company announced the
decision of its board of directors to dispose of Zhuhai Tianda
Realty Limited (“Zhuhai Realty’). Zhuhai Realty engages
in property holding. The Group has decided to dispose of
the property because it will no longer have any operation in
Zhuhai Realty after the relocation of its existing research and
development (R&D) and production base to a new R&D and
production base in Jinwan District, Zhuhai, the PRC. The disposal
of Zhuhai Realty is expected to be completed by 2020. As at 31
March 2019, final negotiations for the sale were fixed and Zhuhai
Realty was classified as a disposal group held for sale.

The major classes of assets and liabilities of Zhuhai Realty
classified as held for sale as at 31 March 2019 are as follows:

ERAEARKELEZEER
EREmMzAaR

2019528220 » AR EM »
HEEGRAEHERBRAREXEEAR
RE(HKBEE) - KBEENEY
EER - AEEEBREHEYE
AHBRIE RBEREMBEMUR
R E IS E YT 8 R B B B it
B RBEERTHETMEE K
BEENEETEIN020FERMH o B
F2019F3831H » ZITEHENREKE
BEERE X MKEEXEDDEARE
HEZHEHT -

120195383 B D AR FHE
ZHRBEXZTBEERGRERNN
T

1% EEEEEERE

2019
HK$
B
Assets BE
Property, plant and equipment ME - -BEKRRE 66,264,213
Prepaid land lease payments Attt ERE 66,340,980
Cash and short term deposits REREHER 8,259,491
Assets classified as held for sale NEAFFHEZEE 140,864,684
Liabilities =J
Accruals F& st =R 18 (285,177)
Deferred tax liabilities RIERIEEE (14,265,840)
Liabilities directly associated with BAEARELE
the assets classified as held for sale ZEEEEREBERAzEE (14,551,017)
Net assets directly associated with HHEHNBEZAR
the disposal group ZEERE 126,313,667




Annual Report 2019

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
arETRRMEE

Year enaed 31 March 2019 BLE 201943531 H IFFEE

11.  DIVIDENDS 1. BE
2019 2018
HK$ HK$
BT BT
Final - HK0.11 cents per share for 2019 FREARR B — 20195
(HKO0.35 cents per share for 2018) 011781 (20184
B 0.3578 1) 2,365,046 7,525,146

12.

A final dividend of HK$0.11 cents per share amounting
to approximately HK$2,365,046 in respect of the year ended
31 March 2019 (2018: HK0.35 cents per share amounting to
approximately HK$7,525,146) has been proposed by the directors
and is subject to approval by the shareholders at the forthcoming
annual general meeting.

EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF THE PARENT

The calculation of the basic earnings per share amounts
is based on the profit for the year attributable to ordinary equity
holders of the parent, and the weighted average number of
ordinary shares of 2,150,191,944 (2018: 2,150,620,268) in issue
during the year.

12.

EEEEMBE2019F38318LE
FERMSAERESRINBWL &
$£492,365,046:8 7T (20184 © = h%0.3578
Il » 49752514638 7T) » BRERE
RERREEAFEAG LILER  H1A

fFE -

BAREBESRAARGER

B

EREABINESHERIATNE
BEEFEABRGEEGNRERE
BT B IO R T Y9 842,150,191,944 %
(20184F : 2,150,620,2688%) s+ 5 o

2019 2018
HK$ HK$
BT BT
Profit attributable to ordinary equity holder of R EREXBFZHFRTE
the parent, used in basic earnings per share B ZIFAE AEMEEF] 2,657,173 10,007,756
Number of shares

K& e

2019 2018

Weighted average number of ordinary BRstEEREAET
shares in issue during the year for the ZERBETEER
purposes of basic earnings per share INAEE9 8L

calculation

2,150,191,944 2,150,620,268

The Group had no potentially diluted ordinary shares in
issue during the years ended 31 March 2019 and 2018.

AEMREE20195K201853H
MHEFETERABEREVNEZE
BTEER-
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13.  PROPERTY, PLANT AND EQUIPMENT 13. V¥ -BERSE

Furniture,
Leasehold Plantand fixtures and Motor ~ Construction
Buildings improvements  machinery  equipment vehicles in progress Total
g frfA »
BF NERE BERME RERRE RE  ERIR ]

Notes HKS HKS HKS HKS HKS HKS HKS
i BT BT BT AT BT BT AT

IRl <Azs5REAR

At April 2017, net of accumulated ~ FA20174B1R »
depreciation IREsnE 91,687,748 900,149 35004144 884328 2019786 848,028 130,264,183
Additions HE - 1166592 2,585,668 798,989 A0 336215 8624804
Depreciation provided during the year ER{TE R (3,469,323) (293331)  (4781212)  (1,880,702) (577.301) - (11,001,929)
Disposalsfwite-off HE /i (26611) - (19m  (50589) - - (1173%)
Acquisition of & new subsidiary WE-RHREAR - 322,009 - 373,064 330,558 - 102563
Exchange realignment ERAE 8,692,601 8167 3,262,188 746,452 171,889 20916 13249273
At 31 March 2018 and ROBERNER
1 April 2018, net of N18E4R1H >
accumulated depreciation IREshE 96884415 2178586 360053 88MA3 265372 4503119 151,064,566
Additions HE - - 1165956 2,363,666 UTI06 20808916 33686444
Depreciation provided during the year  E R E e (3,170,825) (926,058)  (4,847.867)  (1,946,972) (574720) - (1.467,349)
Disposalsfwrite-off HE /Hish (1,678) - (268,075) (87,374) (30,713) - (#17,840)
Acquisiton of a new subsidiary WE-BEREAT B - - - 242,005 - - 242005
Reclassified o assefs held for sale ~ EFDEE
FEREZEE 10 (66204209 - - - - - (66.264.219)
Exchange realignment EREE (7,202,884 (101,607)  (2,67,925) (617,488) (143.939) (558,855) (11,282,698
At 31 March 2019 R19E3AMA 20,234,815 1,150,021 29,402,620 8,765,380 2254899 33753180 95560915
Furniture,
Leasehold Plantand fixtures and Motor  Construction
Buildings improvements  machinery  equipment vehicles in progress Total
g fr&
BF WERE RBERASE RERRE RE BRI am
HKS HKS HKS HKS HKS HKS HKS
BT BT BT BT BT BT BT
At 31 March 2017 and 1 Apri 2018; ROMEIRHNAR
MBE4RIE
Cost [ 107004073 1603851 47852549 15231615 6174707 848,028 179,614,843
Accumulated depreciation ZitihE (16,216,325 (T03702)  (12,048.405)  (6,407287)  (4,154941) - (40,330,660)
Net carrying amount REFE 91,687,748 900,149 35004144 884328 2019786 848,028 139,284,183
At 31 March 2018: R018EIRNA
Cost S 118363466 3183946 54849134 17166139 7760979 4503119 205,826,783
Accumulated depreciation g (21.479.051)  (1,005,360)  (18818603)  (8.354,596) (5,104,607 - (54762217)
Net carrying amount REFE %.884415 2178586 36,030,531 8011543 2656372 4503119 151,064,566
At 31 March 2019; RIOEIBNA
Cost A 30607201 3006085 51202034 18207557 7308721 33793180 144,325,678
Accumulated depreciation BHifE (10462386)  (1916,064)  (21,800314)  (9,442177)  (5,143822) - (48,764,763)
Net carrying amount REFE 0234815 1150021 29402620 8765380 2294899 33753180 95,560,915
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14.

15.

PREPAID LAND LEASE PAYMENTS

14. FEA{GLFASHIE

Annual Report 2019

2019 2018
Note HK$ HK$
M = BT BT
Carrying amount at REVZREE
beginning of the year 117,621,068 110,826,809
Reclassified to assets held for sale EF D EEFIEHEZEE 10 (66,340,980) -
Recognised during the year FAFER (3,420,690) (3,743,075)
Exchange realignment BE R R EE (8,747,732) 10,537,334
Carrying amount at end of the year R ERZEREE 39,111,666 117,621,068
Current portion TRENERD (863,203) (3,977,486)
Non-current portion JERENER D 38,248,463 113,643,582
GOODWILL 15. B8
HK$
BT
31 March 2018 20185E3H31H
Cost at 1 April 2017, net of accumulated impairment 52201754818 2 Hi 74 > 0B B stiplE 98,714,465
Acquisition of a subsidiary W g — R B /B A B 3,295,777
Exchange realignment bE R EREE 10,137,771
At 31 March 2018 12201838 31H 112,148,013
At 31 March 2018: HR20184%E3H 311 :
Cost %N 114,289,724
Accumulated impairment RitRE (2,141,711)
Net carrying amount EREFE 112,148,013
31 March 2019 20195E3H31H
Cost at 1 April 2018, net of accumulated impairment ~ $220185E481H Z A 7s » R R 1 EE 112,148,013
Acquisition of a subsidiary (note 29) W B — RE Bt /B A B (B EE29) 1,321,530
Exchange realignment BE oA 2 (8,642,191)
At 31 March 2019 F220194E3H318 104,827,352
At 31 March 2019: $220195E38318 :
Cost 5% 106,969,063
Accumulated impairment KEtRE (2,141,711)
Net carrying amount REFRE 104,827,352
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15.

GOODWILL (continued)

Impairment testing of goodwill

Goodwill acquired through business combinations is
allocated to the following cash-generating units for impairment
testing:

. Pharmaceutical products cash-generating unit for Meng
Sheng Pharmaceutical

. Pharmaceutical products cash-generating unit for Tianda
Pharmaceuticals (Zhuhai)

. Pharmaceutical products cash-generating unit for Tianda

Chinese Medicine (China) Ltd. (“TCM (China)”)

. Pharmaceutical products cash-generating unit for Zhuhai
Tianda Processed Chinese Herbal Medicine Ltd. (“Zhuhai
TPCHM")

Pharmaceutical products cash-generating unit for Meng
Sheng Pharmaceutical

The recoverable amount of the pharmaceutical products
cash-generating unit has been determined based on a value
in use calculation using cash flow projections based on
financial budgets covering a five-year period approved by
senior management. The discount rate applied to the cash flow
projections is 13.96% (2018: 13.96%). The growth rate used to
extrapolate the cash flows of the pharmaceutical products unit
beyond the five-year period is 3% (2018: 3%), which was the
same as the long term average growth rate of the pharmaceutical
industry.

Pharmaceutical products cash-generating unit for Tianda
Pharmaceuticals (Zhuhai)

The recoverable amount of the pharmaceutical products
cash-generating unit has been determined based on a value
in use calculation using cash flow projections based on
financial budgets covering a ten-year period approved by
senior management. The discount rate applied to the cash flow
projections is 13.96% (2018: 13.96%). The growth rate used to
extrapolate the cash flows of the pharmaceutical products unit
beyond the ten-year period is 3% (2018: 3%), which was the
same as the long term average growth rate of the pharmaceutical
industry.

The calculations use cash flow projections based on
financial budgets approved by management covering a ten-year
period. Financial budgets covering a ten-year period was used as
management believes that a forecasted period longer than five
years is feasible and reflects a more accurate entity value.

15.

BE®

AN
BREHAHMANGEAEE
NTREEEEMFRERR :

- BERXCVREERRSELER
i

¢ O RKREEXE (BB) 2BEERES
EEEB

+ RAHBE (FRE) ARAE (X
APBE (FE) ") zBEERR
TEEEBEN

« HEBXKPERRARRIF (K
BRAPERR) 2BEERR
TEEEBEN

BEBEZBBERRELEN

BaERRSESBMMNAURE
SHENDRAENSREEERANE
ERFEHRNREBEEEENEREER
ERAREHAEENEEE - HER
= T8RP 1% BB AV B 3R 22 2413.96% (2018
F113.96%) - AFEHIMEBZBEER
HEELBEUNRER=1%3% (2018
F:3%) EREE (LEBETENRE
T REMERE) #HE o

AABE (K5 ZBEERHELESL
By

BaERRSESBANATKE
SHENRBAERSREEBIENE
ETFHRENMBEEEENIRER
ERREREEFEEE -HER
ETERI PR AR ALIR 2 %13.96% (2018
F 113.96%) - +FEHIBEBZBEER
BHE2ELBENUNRS TE%3% (2018
F13%) EEE (LHRBETENRIE
T REMER) #HHE o

ZAEERENEEEMENT
FHMBEENREESRETRA - AR
EEBRE BRREZRARA
T RRERERE  BREE - FLK
BT RE+FHNMBRE -

RAAREARAE
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15. GOODWILL (continued) 15. & W@
Impairment testing of goodwill (continued) A REN R @
Pharmaceutical products cash-generating unit for TCM TAEZE (b)) 2BEESESE
(China) EEf
The recoverable amount of the pharmaceutical products Be g O T8 4 AR A BS v 9 AT U]
cash-generating unit has been determined based on a value SHENLIRAENSRAEERBILENES
in use calculation using cash flow projections based on EFFHRNMEEEERNIRE RN
financial budgets covering a five-year period approved by EEAREHABETEEE - HER
senior management. The discount rate applied to the cash flow S TERIFTER A AV ALIR 2 414.34% (2018
projections is 14.34% (2018: 14.34%). The growth rate used to F 114.34%) - AFHIBEBZBEER
extrapolate the cash flows of the pharmaceutical products unit REeELBUMNREMER3% (2018
beyond the five-year period is 3% (2018: 3%), which was the F 3% ERE (WHBETENRE
same as the long term average growth rate of the pharmaceutical TR REFAER) #H -
industry.
Pharmaceutical products cash-generating unit for Zhuhai BEXAPBHGRZEBERTEE
TPCHM *&E
The recoverable amount of the pharmaceutical products BEELRSELEMUMIRE
cash-generating unit has been determined based on a value ERNEAENSREEEMENE
in use calculation using cash flow projections based on ERFRRNMBEREFLNRER
financial budgets covering a five-year period approved by ERAREREEHEREE - BeR
senior management. The discount rate applied to the cash flow EA Fﬁﬁﬁﬁ? R 3 3 7317.00% ° 4
projections is 17.00%. The growth rate used to extrapolate EE“HEQZ%%E%EEEE%{%E@
the cash flows of the pharmaceutical products unit beyond iﬁ@?’j% 2% 18 & (It SR BT 3
the five-year period is 2%, which is the same as the long term B RET I8 RFAER) #5 -
average growth rate of the pharmaceutical industry.
The carrying amount of goodwill allocated to each of the ANEERBREESBENIHEY
cash-generating units is as follows: BREENT :
Meng Tianda
Zhuhai TCM Sheng Pharmaceuticals
TPCHM (China) - Pharmaceutical (Zhuhai) Total
BBXX RAPER RRER
HEfA (hE)  BtEg (838) 2E
HKS HKS HKS HKS HK$
- BT BT BT AT
Carrying amount of goodwill R9ERNAZ
as at 31 arch 2019 BEREE 13013 3195883 616916 94134445 104821382
Carrying amount of goodil RBEIRNEZ
as at 31 March 2018 HEREE - 3453434 6053157 102041422 112,148,013
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15.

GOODWILL (continued)

Impairment testing of goodwill (continued)
Pharmaceutical products cash-generating unit for Zhuhai
TPCHM (continued)

Assumptions were used in the value in use calculation of
the pharmaceuticals products cash-generating units for 31 March
2019 and 2018. The following describes each key assumption
on which management has based its cash flow projections to
undertake impairment testing of goodwill;

Forecasted growth rates — The forecasted growth rates are
based on industry forecasts.

Budgeted gross margins — The basis used to determine the
value assigned to the budgeted gross margins is reference to the
gross margins achieved in the year immediately before the budget
year.

Discount rates — The discount rates used are before tax
and reflect specific risks relating to the relevant units.

The values assigned to the key assumptions on market
development of pharmaceutical industries and discount rates are
consistent with external information sources.

15. BEw

mERENE @
XAPBE (FE) 2BBERRLE
EEU(#)

R Th AR e B 20194 52201843
BBBREERREELEMNMER
BE UTHINEEBANREERE
RAETHERENSARNSARRE
5% -

RABRR — BERITETREA
FRAERE -

BHEEMNEX - BUEEHEHEE
MEEBENEELSEREBEFE
Al —FFTERMEFEK o

RAIRER — FRARREIRER A ERIRAD
i frz Bk B2 AR B B L A RA BV A4S E RLRR o

AREEBENBEERTIHE
RRAFERNEZRREIIBESR
R—E o
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16. OTHER INTANGIBLE ASSETS

16. HEEEEE

Annual Report 2019

Licences
Trademark and permits Total
HiE PERFAE WA
HK$ HK$ HK$
BT BT BT
31 March 2018 20185E3H31H
Cost at 1 April 2017, R2017F4B 1B 2
net of accumulated A& - 0Bk
amortisation and impairment Rt RRE 1,298,260 39,737,458 41,035,718
Additions nNE 5,168 - 5,168
Amortisation provided during the year £ #8513 15 - (11,039,985) (11,039,985)
Acquisition of a subsidiary WEE—MEM B AE - 1,702,650 1,702,650
Impairment during the year FARE (1,307,629) - (1,307,629)
Exchange realignment EREE 4,201 2,943,856 2,948,057
At 31 March 2018 72018538 31H - 33,343,979 33,343,979
At 31 March 2018: 22018438311
Cost %N 5,558,066 99,913,780 105,471,846
Accumulated amortisation Rt RRE
and impairment (5,558,066)  (66,569,801) (72,127,867
Net carrying amount EBREFE - 33,343,979 33,343,979
31 March 2019 2019538 31H
Cost at 1 April 2018, #2018 FE4B1HZ
net of accumulated A {E > HBR
amortisation and impairment Rt RRE - 33,343,979 33,343,979
Amortisation provided during the year £ #8543 15 - (4,698,901) (4,698,901)
Acquisition of a subsidiary (note 29) Wi —fE M E A E
(P 2%29) - 2,254,837 2,254,837
Exchange realignment PE R - (2,413,622) (2,413,622)
At 31 March 2019 142019538318 - 28,486,293 28,486,293
At 31 March 2019: K220194E38318 :
Cost 5783 5,558,066 94,769,208 100,327,274
Accumulated amortisation ReHEH R RE
and impairment (5,558,066)  (66,282,915)  (71,840,981)
Net carrying amount IREEE - 28,486,293 28,486,293

Upon the review of the useful lives of certain licences and
permits by the management with effect from 1 April 2018, the
Group changed the estimated useful life of certain licences from
10 years to 13 years. This change in accounting estimate has
been applied prospectively and has resulted in a decrease in
amortisation of HK$6,489,235 for the year ended 31 March 2019.

KREBEERETHRKE
HERERE > H2018F481H#E »
AEBEHETHENGHTERE
PREH10EE N A13E o Z G st st
FEHRARBREIERALSIERE
2019E3 8318 Lk F R Ry 48 88 0 /0 &

6,489,23558 7T
3 141
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17. EQUITY INVESTMENTS DESIGNATED AT FAIR VALUE 17. IEEABAARGBEIAEER@
THROUGH OTHER COMPREHENSIVE INCOME/ Wz eAieE AEHERS
AVAILABLE-FOR-SALE INVESTMENTS

2019 2018
HK$ HK$
HIT BT
Equity investments designated at fair value §ESRARBENAERE
through other comprehensive income PEHBEZERERE
Listed equity investments, at fair value THRAKE  BAREE 8,990,647 -
Available-for-sale investments AEHERE
Listed equity investments, at fair value THRAKE  BAREE - 17,779,099
The above equity investments were irrevocably designated MU ERARIGE T Aol HiH s E
at fair value through other comprehensive income as the Group AEARBEFAHEEZENE
considers these investments to be strategic in nature. ARERFALEREBRIEMLE o
During the year ended 31 March 2018, the gross gain REE2018F3AMNBHLEFE > ¥
in respect of the Group’s available-for-sale investments HetmWaBlzAEEoHEE
recognised in other comprehensive income amounted to KREZWRAEEE 214,450,804 87T 0 &
HK$14,450,894, HK$8,293,917 of which was reclassified from F18,293,91778 7T & 1t & 201843 8 31
other comprehensive income to profit or loss for the year ended HIEFERNBHeZEKWEEMDE
31 March 2018. EEH o
18. INVENTORIES 18. 78
2019 2018
HK$ HK$
BT BT
Raw materials R 444 13,466,533 9,906,201
Work in progress ERM 9,899,146 7,941,311
Finished goods B R 25,411,307 18,476,865
48,776,986 36,324,377
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19.

TRADE AND BILLS RECEIVABLES

19. FEUARR R B R

2019 2018

HK$ HK$

BT BT

Trade and bills receivables JFE Lk B 7R B FE LR 78,294,431 74,797,171
Impairment A (4,721) -
78,289,710 74,797 171

The Group’s trading terms with its customers are mainly
on credit. The credit periods are ranging from 60 to 180 days.
The Group seeks to maintain strict control over its outstanding
receivables and has a credit control department to minimise
credit risk. Overdue balances are reviewed regularly by senior
management. In view of the aforementioned and the fact that the
Group’s trade and bills receivables relate to a large number of
customers, there is no significant concentration of credit risk. The
Group does not hold any collateral or other credit enhancements
over its trade receivable balances. Trade and bills receivables are
non-interest-bearing.

An ageing analysis of the trade and bills receivables as at
the end of each reporting period, based on the invoice date and
net of loss allowance, is as follows:

FEREERZE 5 HLEER
AE - FEHIBEERO0E180KRFEF o
A5 E ¥ R B PR WA IR AE 1 BB BR
B IRAGEEENFIREERR
BERKE SREEEEHEREH
KR BN EXFT B RREERZ
FEUIRRRERREIRRZER
WI\MBAEREERR - SEE L
ER AR EWARTRAGERAVIE IR mEL
HEmaEa L2k - BUBEARMR KRB
REBEARE -

REREAR > UREEARRE
11 5 45 45 5 4 B OB 0 R B M 2 4
ZIREE DI

2019 2018

HK$ HK$

BT BT

Within 1 month 1E B &~ 58,448,762 48,684,132
1 to 2 months 1228 B 10,278,397 9,372,744
2 to 3 months 2E3EB 5,083,244 6,810,351
Over 3 months MEB UL 4,479,307 9,929,944
78,289,710 74,797 171
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19.  TRADE AND BILLS RECEIVABLES (continued)

The movements in the loss allowance for impairment of

19. FEURBRFN B FEUN Z 4 ()

FEUWBR TR e FE I R 5 2 IR B 5 38

trade and bills receivables are as follows: BEZEESHNOT -
2019 2018
HK$ HK$
T BT
At beginning of year REH) - -

Effect of adoption of HKFRS 9 RANBE BT RS LR

FERZRE 8,287 -
At beginning of year (restated) REY (KET) 8,287 -
Reversal of impairment losses BRI ERE (3,566) -
At end of year RELR 4,721 -

Impairment under HKFRS 9 for the year ended 31 March 2019

An impairment analysis is performed at each reporting
date using a provision matrix to measure expected credit losses.
The provision rates are based on days past due for groupings
of various customer segments. The calculation reflects the
probability-weighted outcome, the time value of money and
reasonable and supportable information that is available at the
reporting date about past events, current conditions and forecasts
of future economic conditions. Generally, trade receivables are
written off if past due for more than one year and are not subject
to enforcement activity.

The Group’s bills receivable of HK$8,516,061 at 31 March
2019 are due within 90 days from the date of billing. There was
no recent history of default from bills receivable and the Group
estimated that the expected loss rate for bills receivable is
minimal.

BHE2019F38M B FERBETEM
BHRSENFERZHE

REHRSBEIRAEFBRERE
TRED > UFtEFRMEEERRE -
BEXDBDENMZEZTRIEETD
HZzEHZ BEEE - &t ERRE
AREMEGER - EBERERNKRSEE
RS ZEMBEERE - ERiikiKk
AREERRBAZEERAESR
Ko —figiM = » W& EWARTRA RS
B-—FRIEAZRIBFRNITEES
B R FE AR R TS T LA S o

A& E 201938318 2
8,516,061 B TRERWRE AN EHEED
HEAESTOR M EIHE - FEW R &
ITEAR AT SR T A EE B (i St FE W R 48
BYTRHARS R R ABE o
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19.  TRADE AND BILLS RECEIVABLES (continued) 19. BUWEERRREVERE @
Impairment under HKFRS 9 for the year ended 31 March 2019 HE2019538MBALEERBESEM
(continued) RS EANBSRZRE (@)

Set out below is the information about the credit risk TXEHIIIRAEEERHEZAR
exposure on the Group’s trade receivables using a provision EEERBEERZEERBER :
matrix:

As at 31 March 2019 72019538318
Past due
mHy

Less than 1to 3
Current 1 month months Total

—F
wmalm —EAR ={ERn “Wst
Expected credit loss rate TEHAEEREE N/A RiEFH 0.1% 0.0% 0.0%
Gross carrying amount (HK$) ~ 4BBEEI{E (B T) 60,521,020 4773321 4,484,029 69,778,370
Expected credit losses (HK$)  FEHREE 18 (B o) - 2,504 2,217 4,721
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19.  TRADE AND BILLS RECEIVABLES (continued) 19.

Impairment under HKAS 39 for the year ended 31 March 2018

The ageing analysis of the trade and bills receivables
as at 31 March 2018 that were not individually nor collectively
considered to be impaired under HKAS 39 is as follows:

FEURBR 7R B FE U ZE 45 (4@

HEWISEIANHIEEEIRESED
HEERE395K ZiRE

2018 E3B3MAREE BT E
B 553955 At I 1@ Bl 2% H A #1187 & IR (&
2 FEURBR TR R FEUR 48 2 BR B2 3 A 40
T

2018

HK$

BT

Neither past due nor impaired FEHABRRE 68,868,016
Less than 1 month past due wmHAR1E A 2,401,721
1 to 3 months past due BE1EMES 3,527,434
74,797,171

Receivables that were neither past due nor impaired related
to a large number of diversified customers for whom there was no
recent history of default.

Receivables that were past due but not impaired related to
customers that had a good track record with the Group. Based on
past experience, the directors of the Company were of the opinion
that no provision for impairment under HKAS 39 was necessary
in respect of these balances as there had not been a significant
change in credit quality and the balances were still considered
fully recoverable.

BE R B HA TR R A (B 2 FE U AR AR £
Y EARCHRZAESZTIERR
B

EBEAERAEZ ERARRE—
HEXEBREARIFERLH ZER
R - REBEER  ANEEER
WEBEBREFHREFNRA T2 HK
[ MEARBERIA/RBEFT LGS
ZER SR MA B RS HERRIFL
B o
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20.

Annual Report 2019

PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES 20. FE(IRRIE - ERHERUWR
2019 2018
HK$ HK$
BT BT
Non-current JETE
Deposit for acquisition of property, WHEMZE ~ BB k& E
plant and equipment Z2¥%E 160,260 217,936
Current el
Prepayments FETRIE 1,751,635 1,516,865
Deposits we 5,326,154 4,487,934
Other receivables He’lKE 1,827,377 2,852,748
8,905,166 8,857,547
Impairment allowance BB (68,251) -
8,836,915 8,857,547

The movements in the loss allowance for impairment of

HERWRZ REGREFEZE

other receivables are as follows: BIANF -
2019 2018
HK$ HK$
BT BT
At beginning of year REH) - -

Effect of adoption of HKFRS 9 RnEBHBHRESER

BERZRE 76,515 -
At beginning of year (restated) REY (KET) 76,515 -
Reversal of impairment losses, net BRI EREFEE (8,264) -
At end of year REL 68,251 -
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20. TRADE AND BILLS RECEIVABLES (continued) 20, FATRIE - REREECERR @
Impairment under HKFRS 9 for the year ended 31 March 2019 HE20195383MBA L EERBESEM
BHREENFSRZEE

During the year ended 31 March 2019, HK$8,264 was REE2019F383MB LEFE »
debited as a reversal of allowance for expected credit losses 8264 B TIEARERECR N ZTE
on deposits and other receivables. The provision rates are HREERIEEHEEDIMIOER - BHE=R
based on individual credit rating. The calculation reflects the BEREREETR - ZstERB
probability-weighted outcome, the time value of money and AEMEER - ERRERRERSHE
reasonable and supportable information that is available at the Oz ERMBESEE  EAkRRk
reporting date about past events, current conditions and forecasts RSB RTEA 2 SRR AT FRER o
of future economic conditions.

Set out below is the information about the credit risk TXHIIRAREEEHEZR
exposure on the Group’s deposits and other receivables using a EERERECRURZEERKBE
provision matrix: e
As at 31 March 2019 720195383180
Expected credit loss rate FEHREERBIEE 0.9%
Gross carrying amount (HK$) EEREE (BT) 7,313,791
Expected credit losses (HK$) TEHAE ER51E (B T) 68,251

None of the above assets is either past due or impaired. LitE EBE R BEHAINRBE o 5t
The financial assets included in the above balances relate to ARz EMEERITHT B/
receivables for which there was no recent history of default. stk R AER -

STRUCTURED DEPOSITS 21, EBEER

21.

Structured deposits were stated at fair value and
represented several wealth management products issued by a
bank. As at 31 March 2019, the aggregate principal of deposits
was fully guaranteed by the banks while the rates of return were
not guaranteed. The Group designated these structured deposits
as financial assets at fair value through profit or loss on initial
recognition. The Group used the structured deposits primarily to
enhance the return of funds.

EBUEERRAABEYIK:
RRBITETHZENEEEER
2019538 31H » ZEARAE4EEEHIR
TREIER BREEFRELEIER &
EEEEZEEBEERANE R
DEEREERMAANBEZEME
E - AEBZEBUEERTEANIE
SEEOER -
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22.  CASH AND CASH EQUIVALENTS

At the end of the reporting period, the Group’s cash and
bank balances (excluding those classified as held for sale)
denominated in RMB amounted to HK$331,109,937 (2018:
HK$378,397,882). The RMB is not freely convertible into other
currencies, however, under Mainland China’s Foreign Exchange
Control Regulations and Administration of Settlement, Sale
and Payment of Foreign Exchange Regulations, the Group is
permitted to exchange RMB for other currencies through banks
authorised to conduct foreign exchange business.

Cash at banks earns interest at floating rates based on
daily bank deposit rates. The bank balances are deposited with
creditworthy banks with no recent history of default.

23. TRADE PAYABLES

An ageing analysis of the trade payables as at the end of
each of the reporting period, based on the invoice date, is as
follows:

22,

23.

RERBAEFEEE

REERR » ZEBMUARE
BZIRERIRTHER (FEEDEARF
EHEE) 4331,109,937:8 7T (20184F :
378,397,882 7T) - ARMAUEHAR
BAHTCEE AR EAREES
FEE SR 0 R 450 - EERTEERE
HE  AEEEBAEABITINEE
BZRITRARERBRAHEEK o

EFRITZREBENESARTE
A RBFEFRRINF S © SRITHE
HERN RO EERCHZEER
YFEIIRTT ©

FE {3 AR R

REBEREHR > UERAHRE
ERNBMIRRZERE DM T :

2019 2018

HK$ HK$

BT BT

Within 2 months BB A 29,974,310 15,451,209
2 to 3 months 2E3EB 351,249 472,263
Over 3 months MEB UL 1,476,025 1,273,241
31,801,584 17,196,713

Trade payables are non-interest-bearing and are normally
settled with terms of 30 to 60 days.

BARMAARER > —fRIN30E
BORABE ©
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24.  OTHER PAYABLES AND ACCRUALS 2. HEREIRKESER

2019 2018

Notes HK$ HK$

Mt 5 HIT BT

Receipts in advance R IE - 17,815,075
Contract liabilities BHEE (a) 12,824,486 -
Other payables HE (TR (b) 11,361,407 9,221,187
Accruals FEst &R 82,166,943 79,711,302

106,352,836 106,747,564

Notes: MisE
(a)  Details of contract liabilities as at 31 March 2019 and 1 April 2018 are (a) FR20194F3H31H K2018F4B1HM &
as follows: HaEHERwT
31 March 2019 1 April 2018
20195E3H31H 2018548 1H
HK$ HK$
#IT BT
Short-term advances received from customers B EFZRIZ
Sale of goods HEGMm 12,824,486 17,815,075
Contract liabilities include short-term advances received to deliver EHNEEEEREBEELNBIRE
pharmaceutical products. The decrease in contract liabilities in 2019 HABR - 2019 F SNBERVEERH
was mainly due to the decrease in short-term advances received from RERMBEZEERHEEZERERR
customers in relation to the sale of pharmaceutical products at the end HABTUR D EREL ©
of the year.
(b)  Other payables are non-interest-bearing and have an average term of (b) HEBRSRAHAE > FIHAH=E
three months. =
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25.

DEFERRED TAX LIABILITIES 25. IRIEFRIEAR

Fair value Fair value Withholding

adjustment  adjustment tax on

of property, ~ arising from Prepaid Other  distributable

plantand  acquisition of lease intangible profit of

equipment  a subsidiary payments assets  subsidiaries Total

nE  BE-R

BER  MEAT WEAR

#iEz Btz ARk

QREE  AABE  BELH Re st iy

B #E HERE BUEE M et

Notes HKS HKS HKS HKS HK$ HKS
(i3 BT BT BT B AT BT

At April 2017 RTE4R1H 3,285,458 - 11808881 10,266,704 98093 26431976
Deferred tax credited to profit ~ ERFERR A
orlos uring te year 2B 9 (133,469) S B338Y)  (BAT0360)  (4S686T)  (4,244079)
Exchange reagnment ERAE 0964 S B® T - e
At 31 March 2018 RABE3R3A
and at 1 April 2018 RiA2018%E4R1H 3,462,953 - 12,541,730 7,880,981 524,066 24,409,730
Deferred tax charged EREBRENR/
(credited) to profit (FtA) ZEBERE
or loss during the year 9 (18,830) (45065 (430364 (100700 (193676)  (183763)
Acaquisiton of a subsidiary WEE-FME AR 2 - 563,709 - - - 563709
Transferred to a disposal BERERELEZHERR
groupashelldforsa\e 10 (3,038,014) - (11,227,826) - - (14,265,840)
Exchange reaignment ERAE (306,109 B3 was) (7O SN
AL 31 March 2019 R219%3As B - RN S EBM B00 710858

At the end of the reporting period, the Group had
unused tax losses arising mainly in the PRC and Australia of
HK$342,191,000 (2018: HK$320,832,000) available to offset
against future profits. No unrecognised tax losses that may be
carried forward indefinitely.

Pursuant to the PRC Corporate Income Tax Law, a 10%
withholding tax is levied on dividends declared to foreign investors
from the foreign investment enterprises established in Mainland
China. The requirement is effective from 1 January 2008 and
applies to earnings after 31 December 2007. A lower withholding
tax rate may be applied if there is a tax treaty between Mainland
China and the jurisdiction of the foreign investors.

For the Group, the applicable rate is 10%. The Group is
therefore liable to withholding taxes on dividends distributed by
those subsidiaries established in Mainland China in respect of
earnings generated from 1 January 2008.

There are no income tax consequences attaching to the
payment of dividend by the Company to its shareholders.

RERESHEAR » AERE AR KN
REGHH Z REARIERGE (FER
B A E BB A FIEE) 342,191,000 7T
(20184F : 320,832,000 70) o iff fEKFE
R EIE Y EIRHRSE o

RIBFFEEEMRSRZE MK
BRPEAERIIAINEREEESN
SMNEL IR B E PR E IR AR B R BAN10%EY
a0 o Z A E B2008F1B1HEE R
RiBRAMR2007F12BNBREENE
) o W PEIARRELSNE IR B EFRTES
AREFTIRFBIRG - BANTENR
RPBIK -

MAEEMS EARESD
10% o [A] 1t 7 & [ 78 i A B K 2 B 32
B ZE M B~ B H2008FE1B1HEE
EEF D IKEIR S SATRINR

AT A H AR SRR AT AR S A
HAEIRER -
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26. SHARE CAPITAL 26. RgZs
2019 2018
HK$ HK$
BT BT
Authorised: JERE
4,000,000,000 (2018: 4,000,000,000) 4,000,000,0008% (20184 :
ordinary shares of HK$0.1 each 4,000,000,0008%) &A%
HE AT T i@ 400,000,000 400,000,000
Issued and fully paid: BERITRHRE :
2,150,041,884 (2018: 2,150,475,884) 2,150,041,884 % (20184 :
ordinary shares of HK$0.1 each 2,150,475,8840%) = h%
EE0. 1B Tz Ei@hk 215,004,188 215,047,588

A summary of movement in the Company’s share capital is

as follows:

KRBREZEEFINMT ¢

Number of Share
shares in issue capital
2817

AnE 4= ] feas
HK$
BT

Issued and fully paid: BETREE
At 1 April 2017 201754818 2,150,635,884 215,063,588
Shares repurchased AR S (160,000) (16,000)
At 31 March 2018 12201838 31H 2,150,475,884 215,047,588
Shares repurchased GEAEI) ) (434,000) (43,400)
At 31 March 2019 142019538318 2,150,041,884 215,004,188

The Company purchased 434,000 (2018: 160,000) of
its shares on the Stock Exchange for a total consideration of
HK$113,090 (2018: HK$49,573) which was paid wholly out
of share premium in accordance with the Cayman Islands
Companies Law. The purchased shares were cancelled during the
year and HK$43,400 (2018: HK$16,000) and HK$69,690 (2018:
HK$33,573) have been charged to the share capital and share

premium of the Company respectively.

FER ARFVREHEHEER
81 5% LU4E X {8113,0905% 7T (20184F :
49,5737 7T) HA B 32 Y B8 A H434,0008%
(20184 : 160,0008%) B& 1% » ZKEE
FHHERMBEESZT -FIBEZRHG
ERERNEES 5 43,4005 7T (20184 :
16,0007 7T) 5%69,6907 7T (20184 :

33,5738 70) ENREXR LB RAE KK

BRI o
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27.

RESERVES

The amounts of the Group’s reserves and the movements
therein for the reporting period are presented in the consolidated
statement of changes in equity on page 68 of the financial
statements.

The capital contribution reserve represents (1) the excess
of disposal consideration over the fair value of the disposal of
Tinwise Investment Limited, a wholly owned subsidiary of the
Company, and its subsidiaries (collectively referred to as “Tinwise
Group”) in 2010 as deemed contribution from a shareholder; (2)
the excess of disposal consideration over the fair value of the
disposal of packaging and printing business in 2012 as deemed
capital contribution from the ultimate holding company; (3)
the excess of disposal consideration over the fair value of the
disposal of mineral resources business in 2012 as deemed capital
contribution from the ultimate holding company.

The special reserve of the Group represents the difference
between the nominal amount of the share capital issued by
the Company and the nominal amount of the share capital of
a subsidiary acquired by the Company pursuant to a corporate
reorganisation in preparation for the listing of the Company’s
shares on the Stock Exchange in 1992.

The statutory reserve represents (1) the appropriation of
certain percentages of profit after taxation of the subsidiaries
established in the PRC as recommended by the directors of those
subsidiaries based on the PRC statutory financial statements and
(2) provision for production safety being accrued by a subsidiary
in the PRC at fixed rates ranging from 2% to 4% based on
operating revenue (the maintenance and production safety funds),
which is transferred from retained profits to the specific reserve
and could be utilised when expenses and capital expenditures in
production maintenance and safety measures are incurred.

27.

&

R R 5 8 (6 R A
RSB B A R R 00 2 R A T 2
2B o

HEHELRT 20100EHE K
AT 2 E M B A SlTinwise Investment
Limited Bz EL Mff B8 ‘A 8] (4% #8 Tinwise e
) zRESREEZ2AEE
EA—BRRZHRIEHE ; (2) 20125
HEBERNBER ZRKESHFH
EZAREBE FARKERATZ
HIEHE; Q) 0NFLEREE RE
BzRESRFYUEZRAREE £
AREERRABTIZH/IELRE -

FEBRZBRRBEDRATRE
—IEAZHR AT R I19925F £ B
AT EHMETZRABREERETZ
RAEBERFBE-FHMNEARZK
FEEMEBMZELR

R R THIE(1)EE R B A AL Z Bt
BRABIZEZRBERFEZEMFHTRE
MEZEm %S M EA B ZRIREEF
FHETERLEZARRQEERE
Z#fE o T — R R R B B 2 B ARE
EWABEERN F2%E4% 2 BIEF]
RESL BEREEZZ2ES) > AR
BEMEBREERERE  BERNEEHE
EBRZEHEBEESZHRERFARE
A -
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28. PARTLY-OWNED SUBSIDIARY WITH MATERIAL NON- 28. BEBRE KIEHERRIERNIBHES

CONTROLLING INTERESTS MiEAT
Details of the Group’s subsidiary that have material HmAEAIFERE R 2 A EREM
non-controlling interests are set out below: BABFBEEHIWT -
2019 2018
HK$ HK$
HIT BT
Percentage of equity interest held by EERESFAN
non-controlling interests: REB DL :
Meng Sheng Pharmaceutical MY EEE 45% 45%
2019 2018
HK$ HK$
BT BT
Profit for the year allocated to DR FIEERERD
non-controlling interests: KEERF :
Meng Sheng Pharmaceutical R 13,325,770 12,154,283
Dividend payable/paid to non-controlling et Bt FREREE
interests of Meng Sheng Pharmaceutical JEERERNRE 14,674,913 13,649,809
Accumulated balances of non-controlling PRER S BB IEERR
interests at the reporting date: R A RETAEER -
Meng Sheng Pharmaceutical PR 33,763,345 37,857,352
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28.

PARTLY-OWNED SUBSIDIARIES WITH MATERIAL NON-  28.

CONTROLLING INTERESTS (continued)

The following tables illustrate the summarised financial
information of the above subsidiary. The amounts disclosed are

BEEAREERESHNEMES
it 8 28 @)

TR\ LEHBBARNMFHE
HEE - RENESW|EEFHEAR

before any inter-company eliminations: SIS Z Al -
Meng Sheng
Pharmaceutical
R
HK$
BT
2019
Revenue A 327,988,281
Total expenses Yo (298,373,927)
Profit for the year KEERF 29,614,354
Total comprehensive income for the year NEEEZEKREEEE 23,741,380
Current assets RENEE 114,883,318
Non-current assets ERBEE 50,267,986
Current liabilities wREasE (92,673,005)
Non-current liabilities ERBMERE (531,247)
Net cash flows from operating activities KERKRES THNIRERE/F5E 37,122,897
Net cash flows from investing activities REREFEFBNREREFEE 62,655
Net cash flows used in financing activities BB ESNREREFEE (17,190,021)
Net increase in cash and cash equivalents RERREEEEBEMFRE 19,995,531
2018
Revenue HﬂU\ 196,324,628
Total expenses WX (169,315,109)
Profit for the year KEEGZH 27,009,519
Total comprehensive income for the year KEEREMNEELE 37,479,182
Current assets TMENEE 91,253,169
Non-current assets EREIEE 60,514,099
Current liabilities FEEE (70,251,367)
Non-current liabilities EREIEE (699,315)
Net cash flows from operating activities REKE FENIRES RS REE 54,514,286
Net cash flows from investing activities KEKRETENIRE =5 898,514
Net cash flows used in financing activities ARmMEESNREREREE (24,046,146)
Net increase in cash and cash equivalents RERREEEBEEIEMEEE 31,366,654
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29. BUSINESS COMBINATION 2. EHEH
On 31 July 2018, the Group acquired a 100% interest 2018 7H31H » AE B E B
in Zhuhai TPCHM from an independent third party, Mr. Zhang UE=FREEBRERBERERAT
Junhui. Zhuhai TPCHM is principally engaged in the production BER R B9100% 5 o BRIE R KR EEER
and sale of Traditional Chinese Medicine (TCM) decoction pieces REEREBPERREERBEEUR
and trading of agricultural by-products. The purposes of the EEERBEE WESEHETHER
acquisition were for the Group’s on-going development of its BAEENHBEZEXBIALRE
fully-integrated TCM industry value chain and it made as part of EEEEAREITIZNPEERE
the Group’s strategy to promote the development of TCM, TCM FREEER R R H AR B TSRV SREE AU — &P
decoction pieces and Chinese patent medicine businesses in Do WEBEBEENRKEURERM  ©®
both domestic and foreign markets. The purchase consideration IS BE HHA B B8 Z 11 A 152,428,000
for the acquisition was in the form of cash, with RMB2,428,000 7t (B E M 492,775,000 7T) °
(equivalent to approximately HK$2,775,000) paid in full at the
acquisition date.
The fair values of the identifiable assets and liabilities of BRBRAHER R FUREE HHEARY
Zhuhai TPCHM as at the date of acquisition were as follows: ARNEERBEZLAABENT !
Fair value
recognised
on acquisition
F YR B P EE 5T
ZAREE
Notes HK$
M 5 BT
Property, plant and equipment ME -~ BEKR&E 13 242,005
Other intangible asset HEBLEE 16 2,254,837
Inventories FE 1,113,788
Other receivables and prepayments HeERWAKEMHRE 11,164
Cash and bank balances R& RIBITHEER 752,105
Tax recoverable AR [O1#7 1E 99,994
Trade payables FE T ERFR (909,547)
Other payables and accruals HERBMRKRESER (1,546,994)
Deferred tax liabilities FIERIEAE 25 (563,709)
Total identifiable net assets at fair value BAREEYIERZ
BEtAHBEERE 1,453,643
Goodwill on acquisition Wz e 15 1,321,530
Satisfied by cash MIREZ S 2,775,173

No transaction cost was incurred for this acquisition.

I L UL TR W RIS 32 53 B S o
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29. BUSINESS COMBINATION (continued) 29. EHEH®@
An analysis of the cash flows in respect of the acquisition of ERWE—RRE AR ZIRER
a subsidiary is as follows: EQWMWT :
HK$
BT
Cash consideration HE&ERE (2,775,173)
Cash and bank balances acquired BB IR & R ER1T45 6% 752,105
Net outflow of cash and cash equivalents included FAREZEFREREZ
in cash flows from investing activities RERREEEEB R FEE (2,023,068)
Since the acquisition, no revenue was contributed BB  BRBR KPP ER
by Zhuhai TPCHM to the Group’s revenue and a loss of RitEAKXRERTRKKA > LABE
HK$1,213,580 to the consolidated profit for the year ended 31 201943831 H I FEMER & m T 2K
March 2019. 5181,213,58078 7T ©
Had the combination taken place at the beginning of the HEEHERERENEE > K
year, the revenue and the profit of the Group for the year would EERFRANKAKRGINEDHS
have been HK$527,886,330 and HK$15,041,572, respectively. 527,886,33078 7T K 15,041,572 7T ©
None of the goodwill recognised is expected to be TEEAME A S he 58 v B vl SRR
deductible for income tax purpose. FRig#i o
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30. NOTE TO THE CONSOLIDATED STATEMENT OF CASH  30. (e RERERMEE
FLOWS
Changes in liability arising from financing activities MEEFBEENEREDR
2019
Dividend payable
SRS
HK$
BT
At 1 April 2018 201854818 1,771,345
Foreign exchange movement ShEEEED (169,201)
Dividend declared (Note 11) EEIRER S (FizE11) 7,525,146
Dividend declared to non-controlling EERF—RENBARZ
interests of a subsidiary (Note 28) JEER R 2 B S (FiEE28) 14,674,913
Dividend paid BfKRE (6,792,672)
At 31 March 2019 2019538318 17,009,531
2018
Dividend payable
FE(T RS 2
HK$
BT
At 1 April 2017 201784818 -
Dividend declared (Note 11) EEIRE S (FizE11) 12,258,626
Dividend declared to non-controlling EERT—RNBRATZ
interests of a subsidiary (Note 28) JEFERR S 2 IR S (FI5E28) 13,649,809
Dividend paid BKRE (24,137,090)
At 31 March 2018 72018538318 1,771,345
FABEERAR
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31.

32.

OPERATING LEASE ARRANGEMENTS

As lessee

At 31 March 2019 and 2018, the Group had total future
minimum lease payments under non-cancellable operating leases
falling due as follows:

31.

EERaRH

EBEREA

720195 K2018E3H31H » A &
ERIZ A O S S E AR T IHAMR
EIHATIFE U 2 R R RIEFH A R I 4R KB
mF

2019 2018

HK$ HK$

B BT

Within one year —F R 5,560,993 5,199,360
In the second to fifth years, inclusive F_ERAFRN (BEEERS) 4,073,093 9,182,741
9,634,086 14,382,101

The Group leases certain of its office properties under
operating lease arrangements. Leases for properties are
negotiated for terms ranging from one to three years.

COMMITMENTS

In addition to the operating lease commitments detailed in
note 31 above, the Group had the following capital commitments
at the end of the reporting period:

32.

& AT BT R E R
FHAZWE - SIREZNEROE
A FAEIE o

i
Bk M sE3 155 i B FH B K

I AEBRBRESHRBEUTESR
FRIE -

2019 2018
HK$ HK$
BT BT
Contracted, but not provided for: [EHESIEE S I
Property, plant and equipment ME - BEKRZE 20,155,541 1,671,169
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Year ended 31 March 20719 BLE 201943531 H IEF/E
33. RELATED PARTY TRANSACTIONS 33. FAEALTRS

BRUBHRRECHOFRZRS
Sh > REBRENRRBEALE

(@) In addition to the transactions detailed elsewhere in (a)
these financial statements, the Group had the following

transactions with related parties during the year: TUTRS
2019 2018
Notes HK$ HK$
M 5E BT BT
Purchases of package materials and ~ ¥REE S &Y K
designing services: st AR -
Tianda Culture Holdings (China) RARACHER
Limited (“TCHL”) and its (R E) K 1p
subsidiaries (collectively BRAE
“TCH Group’) (‘RAXE) K
Hft B AR
(7B RASHE
£=&) (i) 5,444,975 4,023,094
Office rental expenses: MAEHEE
Tianda (China) Ltd. RREXE (PE)
BRAT (ii) 427,665 712,948

Notes: PIEE :

(i)  TCHL is a fellow subsidiary of the Company. The purchases () KRAXEABAATNERHEA
from TCH Group were made according to the published prices 8 c AIRAXZEERRBERX
and conditions offered by TCH Group to their major customers. AXZEEERRBERETIERERZ

BERAMEBEERIER -

(i) Tianda (China) Ltd. is a fellow subsidiary of the Company. The
transactions were conducted in accordance with the terms and
conditions mutually agreed by both parties.

Outstanding balances with a related party:

The Group had an outstanding trade balance due to its
related party, Zhuhai S.E.Z. Cheng Cheng Printing Co.
Ltd. (a fellow subsidiary of the Company), of HK$690,501
(2018: HK$427,133) as at the end of the reporting period.
The purchases from Zhuhai S.E.Z. Cheng Cheng Printing
Co. Ltd. were made according to the published price and
conditions offered by Zhuhai S.E.Z. Cheng Cheng Printing
Co. Ltd. to its major customers. This balance is not yet
due, unsecured, interest-free and has no fixed terms of
repayment. The balance is aged within 2 months based on
the invoice date.

(i) RARBE(HE) BRQATDAE
NENERMBAR - BRARS
ThiZ € 7 B RR Z & R A& 4
T o

HREA LT ZREBER -

SEFRRSHAREELRAEA
THEKEREHAEFERA
3 (EHAEQAT—RHRRHKEA
7)) 2 R{EIE B 5 4 #7690,50178
75 (20184 : 427,133 7T) ° Mk
EBRERERBENFERATN
KB RTEKEIS B AR ENTE
BRATRMBHEFERRZE
DB RGN o sZAEERBH K
ZHE -« EIRR RERERBTEE
HHA o AR IR ARBRE
HEZMEARRA °
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33.

RELATED PARTY TRANSACTIONS (continued) 33. BIEAXIZZ ®
(c) Compensation of key management personnel of the Group: ) HAEEFEEEASME:
2019 2018
HK$ HK$
BT BT
Short term employee benefits RHAEE/|F 4,191,770 4,851,199
Post-employment benefits RIREEF 81,024 72,000
Total compensation paid BENFEEEAS
to key management personnel B & 42 %8 4,272,794 4,923,199

Further details of directors’ and the chief executive’s
emoluments are included in note 7 to the financial
statements.

On 22 February 2019, the Group entered into a
conditional sale and purchase agreement to dispose
of its entire interest in Zhuhai Realty, to Tianda Group
Limited (the controlling shareholder of the Company)
at a consideration of no more than RMB145,000,000
(equivalent to approximately HK$168,200,000) in any
event. The gain on disposal before tax is expected to be
approximately RMB 14,700,000 (equivalent to approximately
HK$17,100,000).

The transactions were approved by independent
shareholders at an extraordinary general meeting held on
7 May 2019 and have not yet completed as at the date of
publishing these financial statements.

EREERIEZTHAEMEZ
E—T BN M RRMEET

(d) F2019F 28228 » A EB T I
BERHEEwmZ BRAKEE
BERAGE (HAXAB ZER
RE) LEKEEX 223 #
& REETABRHEAEBIE
A R #145,000,0007c (B E ML
168,200,0007875) ° FAHARRIRATH
E WG4 A REE14,700,0007T
(FBE 7 4917,100,00058 7T) ©

BRAXZBEN2019FE587H 21T
ZREH AT L EBHIIREH
EMRARFERERTIZ B X
SRR ©
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34.  FINANCIAL INSTRUMENTS BY CATEGORY 3. EMITRAZEER
The carrying amounts of each of the categories of financial REESHRSBEMTAZRE
instruments as at the end of the reporting period are as follows: BT :
2019
Financial assets EMEE
Financial
assets at Financial assets
fair value at fair value
through profit through other
and loss comprehensive
designated as Financial income
such at initial assets at BRAREE
recognition amortised  HAHEZME
REREDRH cost Wz ERMEE
EEARAR REERE Equity
EfEdART 4 investments Total
ZEMEE EREE REEE L HE
HKS$ HKS$ HKS$ HKS$
B B B B
Equity investments designated at fair value REARAREESA
through other comprehensive income He2EWEZ
REkE - - 8,990,647 8,990,647
Trade and bills receivables BERR RN EE - 78,289,710 = 78,289,710
Financial assets included in prepayments, SABARE #ER
deposits and other receivables HeRk#z
tHEE - 7,085,280 - 7,085,280
Structured deposits ERUEER 57,954,216 - - 57,954,216
Cash and cash equivalents ReRR&EEER - 384,908,930 - 384,908,930
57,954,216 470,283,920 8,990,647 537,228,783
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34.

FINANCIAL INSTRUMENTS BY CATEGORY (continued)

Financial liabilities

34, EMIAZER @
ERaE

Financial liabilities
at amortised cost

Yo EE R A5 5 R
ZEMEE
HK$
BT
Trade payables FE 1 BR X 31,801,584
Financial liabilities included in other SAHERMRRESEM
payables and accruals ZERBEE 84,802,639
Amount due to a related company et —MERAE AR RIE 690,501
Dividend payable FEfTRZ B 17,009,531
134,304,255
2018
Financial assets EMEE
Available-
for-sale
Loans and financial
receivables assets Total
=04 AEHE
FE U BR 7R TREE 4 zg
HK$ HK$ HK$
Bt B BT
Available-for-sale investments AHEHERE - 17,779,099 17,779,099
Trade and bills receivables FEURBR A R FE U ZE 4 74,797,171 - 74,797,171
Financial assets included in FFATEMRIE
prepayments, deposits BEREECREKRR
and other receivables ZERMBEE 7,340,682 - 7,340,682
Cash and cash equivalents RERBREEEEEB 493,153,768 - 493,153,768
575,291,621 17,779,099 593,070,720
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34.

35.

FINANCIAL INSTRUMENTS BY CATEGORY (continued)

Financial liabilities

34.

ERMITAZERN @
ERaE

Financial liabilities
at amortised cost

78 3= DI

IRk ERBE

HK$

BT

Trade payables & 15 BR =R 17,196,713
Financial liabilities included in other SFAHERMRRESERZ

payables and accruals THEE 78,742,730

Amount due to a related company FEft —FERAE A B FRIE 427,133

Dividend payable FETRR B 1,771,345

98,137,921

FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL
INSTRUMENTS

Management has assessed that the fair values of trade and
bills receivables, financial assets included in prepayments, other
receivables, cash and cash equivalents, trade payables, financial
liabilities included in other payables and accruals, an amount due
to a related company and dividend payable approximate to their
carrying amounts largely due to the short term maturities of these
instruments.

The fair value of the financial assets and liabilities
are included at the amount at which the instrument could be
exchanged in a current transaction between willing parties, other
than in a forced or liquidation sale. The following methods and
assumptions were used to estimate the fair value:

The fair value of the equity investment at fair value through
other comprehensive income/available-for-sale investments is
based on quoted market prices.

35.

TMITAZARBERAAREE
F

EEEE L BRI B
EECSARMRIE HERKRZ
THMEE RehkREFEEE B
TR~ StAHEBNRKREER
ZEMER BN —BREQRREA
UREAREZAABEEREREZ
FREEMRS > TEHRZFIARE
HAREIHEA o

TMEERBRZAANBER
BFRRES CrRaEssRHeE) 2B
ERRSRETRMNTANTEA
ik - EERA TR ERRRMGEST AR
BfE:

BRARBEFARCEZERTEZ
RERKRE HHHEREZANEE
TBERTIGRE -
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35.  FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL 35.
INSTRUMENTS (continued)

Fair value hierarchy
The following table illustrates the fair value measurement
hierarchy of the Group’s financial instruments:

EMITAZAREBERAREE
LR @)

[ABEEEFR
TERARPEEBRESHMTANAR
BEFEFR:

Assets measured at fair value BARBEAENEE
2019 2018
HK$ HK$
BT BT
Structured deposits EEMEER
— Fair value measurement using significant —UEARFAHRR
unobservable inputs (Level 3) DN 612
EITRAREE
st 8 ($34R) 57,954,216 -
Equity investments at fair value through other BARBETFARE
comprehensive income 2HEHREZREKE
— Fair value measurement using — LURIB 5 R(E
quoted prices in active markets (Level 1) EITRAREE
st& (5B14R) 8,990,647 -
Available-for-sale investments AHHERE
— Fair value measurement using —LUEEHSRE
quoted prices in active markets (Level 1) EITAREE

st& (F14R)

- 17,779,099

The equity investment at fair value through other
comprehensive income/available-for-sale investments
commenced publicly trading on the Taipei Exchange since 1 June
2017.

The Group did not have any financial liabilities measured at
fair value as at 31 March 2019 and 2018.

During the year ended 31 March 2019, there were no
transfers of fair value measurement between Level 1 and Level
2 and no transfers into or out of Level 3 for both financial assets
and financial liabilities.

B20175E6B1H#E A REE
SFAHREREWEZRARE AIH
HERERGIERZPIRGBARRS °

720195 K2018E3H31H » A &
BUEENARBEAENTAEHE

& o

REBE2019FBMNBELEFE > £
MEEKREME R ES1REEMR
ZEARBEFESEURILEZA
B 3R o
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36.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES

The Group’s principal financial instrument comprises
cash and cash equivalents. The main purpose of this financial
instrument is to raise finance for the Group’s operations. The
Group has various other financial assets and liabilities such as
trade and bills receivables, other receivables, trade payables and
other payables.

The main risks arising from the Group’s financial instrument
are equity price risk, interest rate risk, foreign currency risk,
credit risk and liquidity risk. The board of directors reviews and
agrees policies for managing each of these risks and they are
summarised below.

Equity price risk

Equity price risk is the risk that the fair values of equity
securities decrease as a result of changes in the levels of
equity indices and the value of individual securities. The Group
is exposed to equity price risk arising from equity investments
designated at fair value through other comprehensive income
(note 17) as at 31 March 2019. The Group’s listed investments
are listed in Taiwan and are valued at quoted market prices at
the end of the reporting period. The market equity indices for the
following stock exchange, at the close of business of the nearest
trading day in the year to the end of the reporting period, and
their respective highest and lowest points during the year were as
follows:

3. EREAKREEEIEREE

FEENFESMTAGERS
RFEESEER ZemMITANEE
ENRERMNAEENEE - AEEME
EfENHEEEREEREE  WE
WERAR R FEW R 15 ~ HERUGR - &
FERFAUKRECEMLR o

rEREMTITEEENTERR
BIERAERER - FRERRE - SMNE
Bl EERBKRAHEESRAME - E
EEBTUWERANEELERRN
BEE  MEHINE o

B s (& 4% B B
REERAREZRAESTHNA
AEEERRIEEUKFEMERESE
BEECT TR o 1201953831
B> xEEEHREEARLAEES
AHEZHEW@EZBRARE (H5E17)
EENRAERRR AEBEN LS
BRENRGE LS TRIRREIERDN
MIZREMGE UTIEHFRBHHS
REEY FEARBEBRSHRN
RBAWHE) UREFANEE R
SRMRERNT

31 March High/low 31 March High/low
38318 =/18 38318 SV
2019 2019 2018 2018
Taiwan — Taiwan Stock BE-/EESERS
Exchange Capitalization FREZA1C IR E 11,252/ 11,270/
Weighted Stock Index (“TAIEX") 58 10,641 9,383 10,919 9,622
KABEARAT
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36.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND

POLICIES (continued)

The following table demonstrates the sensitivity to every
1% change in the fair values of the equity investments, with all
other variables held constant and before any impact on tax, based
on their carrying amounts at the end of the reporting period.

Annual Report 2019

3. REAMREEEERBKE @

TERARPHREREQIANEES
S2HUNVHBRAE FIEEEEHBRE
FEYURES RAEMRBZ ZEF)
BERERKRENRSHARNREE

B
Carrying
amount Increase/
of equity (decrease)
investment in equity*
A E RSN
BRI B /GR) *
HK$ HK$
BT BT
2019
Investments listed in: RUTH#A EHHRE :
Taiwan — Equity investments BE-—EAREESA
designated at fair value through Hezakmz
other comprehensive income RAKE 8,990,647  89,906/(89,906)
2018
Investments listed in: RUTH#A EHHRE :
Taiwan — Available-for-sale B8 _mHHE 17,779,099 177,791/(177,791)

* Excluding retained profits

* FEEFREER
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36.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (continued)

Interest rate risk

The Group’s exposure to the risk of changes in market
interest rates relates primarily to the Group’s cash and bank
balances with a floating interest rate. The Group has not used
any interest rate derivatives to hedge its interest rate risk, and
will consider hedging significant interest rate risk should the need
arise.

The following table demonstrates the sensitivity to a
reasonably possible change in interest rates, with all other
variables held constant, of the Group’s profit before tax (through
the impact on floating rate of cash and cash equivalents).

36.

TRHAMEEEEREE @

I 22 B
FEBEHTHANREHRERE
BHEAERRIIIRFAENRER
IRITHEERAR - AEBLEEREM
MEHTETAUHEPEMNERRR > I
RNE RERE BENEANEER

TERARBPEFRBEHEEHFRE
BHER FIXESEAREEHHAE
BRI ADE M R BRE (BB ST
ERFERFEFEEENTE)

Increase/
(decrease) in Increase/(decrease)
basis points in profit before tax
=1 ] PRI AR
¥, GR) 1@, Grd)
2019 2018
HK$ HK$
BT BT
HK$ BT 100 521,572 797,532
RMB AR 100 3,311,099 3,787,979
usb ETT 100 7 7
HK$ BT (100) (521,572) (797,532)
RMB AREE (100) (3,311,099)  (3,787,979)
usb ETT (100) (7 (7)
KAREERRAF]
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36.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (continued)

Foreign currency risk

The Group has transactional currency exposures. Such
exposures arise from sales by operating units in currencies other
than the units’ functional currencies. Approximately 0.4% (2018:
0.4%) of the Group’s sales were denominated in currencies other
than the functional currencies of the operating units making the
sale.

The following table demonstrates the sensitivity at the
end of the reporting period to a reasonably possible change in
the foreign currency exchange rate, with all other variables held
constant, of the Group’s profit before tax.

36.

TRAMEEEEREE @

5 5 L B

FEREERZEBRER - B/
R REEEEMRNEMINERR
BN E T Z $HE © 490.4% (20184F :
0.4%) 2 NEEHERUEITHE 2L
EEMNBINEERUINIEES
AEEEN

TRRBERALTRRRET
SR SMEEE S RBH
24 S B B AR A ) O 8 65 SR A0 UL
Eo

Change in Increase/
foreign (decrease) in
currency profit before
rate tax
ShEE BRBAIER
EREE Hm GEL)
% HK$
BT
2019
If RMB weakens against HKD HEARBRBITERTHR 1 48,505
If RMB strengthens against HKD WEARBERBTEXEH (1) (48,505)
If RMB weakens against AUD HEANRBRRTER T 1 54
If RMB strengthens against AUD HEARBRRTER EFH (1) (54)
2018
If RMB weakens against HKD HWEARBRBTERTK 1 44,996
If RMB strengthens against HKD WEARBRBTER L7 (1) (44,996)
If RMB weakens against AUD HEARBRRTER T 1 59
If RMB strengthens against AUD HEARBRBRTER EH (1) (59)
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36.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND

POLICIES (continued)

Credit risk

Maximum exposure and year-end staging as at 31 March 2019

The table below shows the credit quality and the maximum
exposure to credit risk based on the Group’s credit policy, which
is mainly based on past due information unless other information
is available without undue cost or effort, and year-end staging
classification as at 31 March 2019.

3. REAMEEEERBKE @

EERAME
F220195E3831H 2 Rz A g R 43 16
B

TRHEINERTIEBZEER
RZEEEERESEERE £ E
EREER GRIEECENTEE
BANEABERSIEHZERTE
8) » U B FR2019F38 310 2 F 45 B
ERDifr o

12-month
ECLs Lifetime ECLs
128 B 4
EEHE 2HFAEBEESHE
Simplified
Stage 1 Stage 2 Stage 3 approach
H1PEER FPEER HIEER MbAE
HK$ HK$ HK$ HK$ HK$
Trade and bills receivables* FE W BR R R FE W E 45 - - - 78,289,710 78,289,710
Financial assets included in HARMREREE
prepayments and BlHRzEmEE
other receivables
- Normal** —E&E" 7,085,280 - - - 7,085,280
Cash and cash equivalents RERFEEEEER
- Not yet past due —E R 384,908,930 - - - 384,908,930
391,994,210 - - 78,289,710 470,283,920

For trade and bills receivables to which the Group applies the

simplified approach for impairment, information based on the provision

matrix is disclosed in note 19 to the financial statements.

The credit quality of the financial assets included in prepayments and

other receivables is considered to be “normal” when they are not past
due and there is no information indicating that the financial assets had
a significant increase in credit risk since initial recognition. Otherwise,
the credit quality of the financial assets is considered to be “doubtful”.

' MAEEEHHBABERB/HLELEZ
YRR R ERREMS > 2R E
BEZ BN BHRRMEEI9WE -

* o FARGRERAEEERERRZEHE
EZGEEEENAHSREELER
HARRAA A ER > WEENERER
TREEZEERRBE B REDLR
BEEM T EHASHMEEZE
EERRABREK -

RAAREARAE
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36.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (continued)

Credit risk (continued)
Maximum exposure as at 31 March 2018

The credit risk of the Group’s other financial assets, which
comprise cash and cash equivalents and other receivables, arises
from default of the counterparty with a maximum exposure equal
to the carrying amounts of these instruments.

Since the Group trades only with recognised and
creditworthy third parties, there is no requirement for collateral.

At the end of the reporting period, the Group had certain
concentrations of credit risk as 24.5% and 29.9% of the Group’s
trade and bills receivables were due from the Group’s five
largest customers for the years ended 31 March 2018 and
2019, respectively. Concentrations of credit risk are managed
by establishing credit verification procedures. Management
determines that there are minimal concentrations of credit risk
within the Group as the customers of the Group’s trade and bills
receivables are recognised and creditworthy.

Further quantitative data in respect of the Group’s exposure
to credit risk arising from trade and bills receivables are disclosed
in note 19 to the financial statements.

3. REMREEEERBE @

EERR @)
BR20184E3831H 2 B = AR
TEFHECSHMEE (BERS
RRESEEBEEURECER) B
EERBBEEXEHFNELY  BE
EEENZETANREE-

HRAEEEERAREERY
NE=ZFETRS > FALEAFEZHT

=
oo °

RBEHR sEBEETE
ERBEPR FERAEE2018F K
2019FE3ANALEEE » KEED A
24.5%%5229.9%HY & U AR 71 Bz FE U ZE %
ARVAEBRRAKANUER -8R
SN ERERRIERREREFET
EE -EEERALTEENEERR
EFERER > HAXNEREKERR
KEREENEE AR RMEERT -

BT EEREUARRRENRE
BEMEENEERRNE-—TELH
BB RRME10KE -
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36. FINANCIAL RISK MANAGEMENT OBJECTIVES AND  36. &RIEIGEEBEREE @
POLICIES (continued)
Liquidity risk M E = E R
The Group’s objective is to maintain a balance between rEEZBRESTERBERAR
continuity of funding and flexibility through the use of long term RITERMEEZTRARERE UM
bank loans and projected cash flows from operations. FESFEHERERE 2 H T o
The maturity profile of the Group’s financial liabilities as RIBE TR > REE
at the end of the reporting period, based on the contractual THEBERHRSHRZIPERNOT :
undiscounted payments, is as follows:
2019
On demand
or no later 1to5 Over
than 1 year years 5 years Total
BREXH
—EHTF —-E1F BRLE L HE
HK$ HK$ HK$ HKS
BT B BT BT
Trade payables FEfH RN 31,801,584 - - 31,801,584
Other payables and accruals HeEARKESER 84,802,639 - - 84,802,639
Amount due to a related company E—RREADRE 690,501 - - 690,501
Dividend payable FEfT IR E 17,009,531 - - 17,009,531
134,304,255 - - 134,304,255
2018
On demand
or no later 1105 Over 5
than 1 year years years Total
BREX
—ENTF -Eif BEEE fag
HK$ HK$ HK$ HKS
B B BT B
Trade payables FETERER 17.196,713 - - 17,196,713
Other payables and accruals HeERAREHER 78,742,730 - - 78,742,730
Amount due to a related company e —RREATRIE 427133 - - 427133
Dividend payable AR 1,771,345 - - 1,771,345
98,137,921 - - 98,137,921
RAEEFRAF
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36.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (continued)

Capital management

The primary objectives of the Group’s capital management
are to safeguard the Group’s ability to continue as a going
concern and to maintain healthy capital ratios in order to support
its business and maximise shareholders’ value.

The Group manages its capital structure and makes
adjustments to it in light of changes in economic conditions and
the risk characteristics of the underlying assets. To maintain or
adjust the capital structure, the Group may adjust the dividend
payment to shareholders, return capital to shareholders or issue
new shares. The Group is not subject to any externally imposed
capital requirements. No changes were made in the objectives,
policies or processes for managing capital during the years ended
31 March 2019 and 2018.

36.

TRAMEEEEREE @

BFXER
FEFEAEENTIEZBRER
EAEBFECENESN  LREFR
BHEARLER UXFEEBFALEIR
REREESRKIE-

75 £ B AR $5 A K i 2 Bl B AR B
EEMNRBEHEEEAREBT Y
HE  ABBHARELRGEE A&
ErRAERREIRCHRE « @BRE
REBEXRFBITHRGD - £EEART
ERIMNEBHENN B E B RFAIR - B E
20194 2018433 1AL EE » B1E
BEANBEE  BRKIEF L mES o

173



174

Tianda Pharmaceuticals Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
EERRMEE

Year enaed 31 March 2019 BLE 2019463531 H IFFE

36.

37.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (continued)

Capital management (continued)

The Group monitors capital using a gearing ratio, which

is net debt divided by the equity attributable to owners of the
parent. Net debt includes an amount due to a related company,
trade payables, other payables and accruals, less cash and cash
equivalents. Capital includes equity attributable to owners of the
parent. The gearing ratios as at the end of the reporting periods
were as follows:

36.

THAMEEEEREE @

BXEE®

FrEBREREFRELER (AI&

ERERUS AR RREG#ED) &
RER - FEFEERNC—BRER
BIRRIE ~ [BIRRTR - HERARKRE
StERARERERRESERE &
FEEGATRREGER - BER
EHRNERBBLERMNT -

2019 2018

HK$ HK$

HIT BT

Trade payables FE{TBREX 31,801,584 17,196,713

Other payables and accruals HeRAARKRESER 106,352,836 106,747,564

Amount due to a related company e —FRERAEATRIE 690,501 427,133

Less: Cash and cash equivalents B CRERREEEER (384,908,930)  (493,153,768)

Negative net debt BERER (246,064,009)  (368,782,358)

Equity attributable to owners of the parent &2 5] P& R FE (L 5 777,202,585 847,727,533

Capital and net debt BARMNFER 531,138,576 478,945 175

Gearing ratio BEXRBMELEE N/ATiE B N/AR i#
EVENTS AFTER THE REPORTING PERIOD 37. REHAEEIR

(a)

On 7 May 2019, the conditional sale and purchase
agreement (the “Agreement”) to dispose of Zhuhai Realty
had been approved by the independent shareholders.

Details of the Agreement are included and discussed in
note 33(d) to this consolidated financial statements and the
circular of the Company dated 12 April 2019.

On 13 June 2019, the Group entered into a construction
agreement for undertaking the contruction works of the
new R&D and production base in Jinwan District, Zhuhai,
the PRC at the contract sum of approximately RMB106.6
million (equivalent to approximately HK$121.0 million). The
construction is expected to be completed on 15 November
2019.

(a)

122019555870 » AR E KRB
BEXNARHEENS (‘%
=) EEIURRAE -

ZENEBEHN L ELRER
FEIRF|MIEE33(d) A KA A F HHA
£201954 8128 2 BE HPamt o

2019568138 » AEEFLAIN
RS £ 8 & A FT AT 35 R B 5%
B2 Bk TR Bk i
BHEEEHNA ANRE106,600,000
7T (A8 & 72 49121,000,0007 75) °
BRI TIETE T RR20195FE 11815
HiT o
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38. STATEMENT OF THE FINANCIAL POSITION OF THE  38. ZABZHIEIKRER
COMPANY

BRARRATBNHREARZ IR

Information about the statement of financial position of the

Company at the end of the reporting period is as follows: MRZERWT :
2019 2018
HK$ HK$
BT BT
NON-CURRENT ASSETS JERENEE
Plant and equipment & 5 R 5% 971,252 1,262,551
Amounts due from subsidiaries FE UL B B /A Bl 7R I8 315,753,199 352,298,650
Investments in subsidiaries RHBERABEZKRE 296,280,826 296,280,826
Total non-current assets ERBEEMRE 613,005,277 649,842,027
CURRENT ASSETS MBEE
Deposits and other receivables BEREEEWRE 3,051,662 2,269,103
Cash and cash equivalents HeRIREEEER 141,210,367 119,764,970
Total current assets REBEEHEE 144,262,029 122,034,073
CURRENT LIABILITIES D =R
Other payables HEEMNH 5,572,919 4,948,083
Amount due to a subsidiary FEft—MEM B AT HRIE 4,297,506 20,163,170
Total current liabilities mENBEETE 9,870,425 25,111,253
NET CURRENT ASSETS REBEEFE 134,391,604 96,922,820
NET ASSETS BEEFE 747,396,881 746,764,847
EQUITY R
Share capital [N 215,004,188 215,047,588
Reserves (Note) EXACNES) 532,392,693 531,717,259
Total equity HETR 4B EE 747,396,881 746,764,847
Fang Wen Quan Lui Man Sang
FXtE BXE
Chairman Executive Director
EFER HITEE
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38. STATEMENT OF FINANCIAL POSITION OF THE COMPANY  38. ZARZM#HIKRE @
(continued)
Note: MisE
A summary of the Company’s reserves is as follows: KARREZHENT !
Capital Capital Exchange
Share  redemption  contribution  fluctuation Retained
premium reserve reserve reserve profits Total
Bx BA ER
RipEE BEGEE HREE  ORBRE  REET L]
HK$ HK$ HK$ HK$ HK$ HK$
At 1 April 2017 201754818 339,066,948 8,000 105,239,603 (25,634,426) 125,696,537 544,376,662
Loss for the year ~EERE - - - - (15,215,541) (15,215,541)
Exchange difference HEELZERER
arising on translation - - - 14,848,337 - 14,848,337
Total comprehensive FEEZASH
expense for the year 4wz - - - 14,848,337 (15215541) (367,204
Repurchases of shares EAEb) (33,573) - - - - (33,573)
Transfer to reserve BT HE (16,000) 16,000 - - - -
Final 2017 dividends paid BIR{T2017ERERE - - - - (12,258,626) (12,258,626)
At 31 March 2018 and 1 April 2018 H22018&3H31H
’20185F481H 339,017,375 24,000 105,239,603 (10,786,089) 98,222,370 531,717,259
Profit for the year AR - - - - 19321313 19,321,313
Exchange difference MEEEZERESR
arising on translation - - - (11,051,043) - (11,051,043)
Total comprehensive rEEZENKE
income for the year FRkE] - - - (11,051,043) 19,321,313 8,270,270
Repurchases of shares EAELh) (69,690) - - - - (69,690)
Transfer to reserve BREE (43,400) 43,400 - - - -
Final 2018 dividends paid BIR{T2018E R RS - - - - (1,525,146) (7,525,146)
At 31 March 2019 12019538318 338,904,285 67,400 105,239,603 (21,837,132) 110,018,537 532,392,693
39. COMPARATIVE AMOUNTS 39. LEEREF
Certain comparative statements of consolidated financial REMBRRZETHEREFE
statements have been re-presented at the beginning of 1S EE B HA ] el 4 B B A 2 5 LB ST 4R
comparative period to comply with disclosure requirements. BRE -
40. APPROVAL OF THE FINANCIAL STATEMENTS 40. MBImRRZHE
The financial statements were approved and authorised for M IRREN2019F6H260 0 EE
issue by the board of directors on 26 June 2019. EEZERETIE -
RARBEEBRAT
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