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CHAIRMAN'S
STATEMENT

FRHE

Dear Shareholders

HBNURR :

On behalf of the board of directors (the
“Board”) of Extrawell Pharmaceutical
Holdings Limited (the “Company”)
together with its subsidiaries (the “Group”),
| am pleased to present the annual report
of the Group for the year ended 31 March
2021 (“FY 2021”).
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CHAIRMAN'S STATEMENT

The outbreak of novel coronavirus pneumonia (COVID-19) since the
early 2020 has posed unprecedented challenges worldwide. The
ongoing COVID-19 situation has caused far-reaching economic
consequences that have impacted on the global economy and
ecosystems. With strict implementation of control and prevention
measures and deployment of vaccines, across countries and
territories around the world, the COVID-19 situation seems to have
stabilised, and the global economy has gradually recovered albeit at a
slow pace. In 2020, China’s economy grew by 2.3%, the lowest
pace in more than four decades, despite its picking up speed at 6.5%
year-on-year in the fourth quarter of 2020, however, it is the only
major economy to grow in 2020. China’s economy has seen a strong
rebound in the first quarter of 2021 to record growth of 18.3% year-
on-year from a contraction of 6.8% of 2020, boosted by
strengthening domestic and global demand, strict virus containment
measures and the Chinese government’s continued fiscal and
monetary support.

Amid the uncertainties and challenges brought by the ongoing
COVID-19 pandemic and the escalating tensions between China and
the United States, the Chinese government has strived to build the
new development pattern of “dual circulation” featuring domestic and
international dual circulations that complement each other, placing
emphasis on boosting domestic demand and further opening up the
domestic market. The new development pattern is expected to
facilitate China’s achieving sustained and healthy economic
development with a focus on higher quality growth for the years to
come. In 2021, the adoption of the Fourteenth Five-Year Plan (2021-
2025), with its focus on high-quality and innovation-led growth, and
the new “dual circulation” development pattern, together with the
Long-Range Objectives Through the Year 2035, shall create new
strengths for China’s economic and social development in an all-
round way, while China is heading for its long-range objectives of
building a great modern socialist country through year 2035.
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CHAIRMAN'S STATEI\/IENT (CONTINUED)

FREIRS @

During FY2021, China’s pharmaceutical industry demonstrated a
significant recovery from the second half of 2020 along with the
rebound of China’s economy as activities in many sectors have
gradually picked up and adapted to the normalisation of pandemic
restrictions. In addition to the Chinese government’s effective
containment measures in avoiding new waves of infection to disrupt
economic and social activities, the development of pharmaceutical
online platforms emerged during the pandemic further facilitates
patients to access services including online healthcare, consultation,
e-prescription and drug purchase. Given that the outbreak of
COVID-19 has posed major threats to large-scale populations, public
awareness towards disease prevention and control is rising, leading
to an increasing demand for health care in term of prevention and
treatment. The sustained implementation of major healthcare reform
policies, in particular, the extending centralised drug procurement
program, the adjustments to the reimbursement drug list and the
enhancement of the medical insurance system, continue to impact on
the operating environment of pharmaceutical enterprises, while recent
regulatory reforms in speeding up registrations of new drugs that are
of high clinical value in addressing the urgent need for certain
medications, including for cancer and rare diseases, encourage
research and development of new drugs from domestic enterprises
and accelerate the entry of new drugs from overseas. China’s
pharmaceutical industry is undergoing transformation towards high-
quality and innovation-focused development with the support of
national policies.

Under the highly complicated operating environment influenced by
the COVID-19 pandemic, the Group has strategically kept reinforcing
its fundamentals by enhancing its production capacity and operational
efficiency of its manufacturing segment, and through vyears’
continuous efforts in improving the performance of the manufacturing
segment, the segment continued to deliver positive results in FY2021.
Although the trading segment was loss-making due to the impacts of
loss of sales contribution from the imported products which were
suspended due to issues of manufacturing practices, there was a
decrease in the segment loss, primarily attributable to management’s
efforts in recovery of impaired receivables and cost control. Overall,
the operating results of the Group’s business segments remained
steady in FY2021.
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CHAIRMAN'S STATEMENT (coNTINUED)

The Group’s loss for the year attributable to owners of the Company
amounted to about HK$121.1 milion as compared to a profit of
about HK$83.3 million of last year, representing a decrease of about
HK$204.4 million, primarily attributable to the loss from fair value
change of the Group’s investments in convertible bonds, which is a
non-cash item.

While the world is struggling under the prolonged pandemic situation
and, in the race to develop vaccines to combat coronavirus, China
has demonstrated its resilience in economic recovery and forged
ahead to enhance its health system which will reshape its domestic
pharmaceutical market and spur innovation in the long term. China’s
pharmaceutical industry will continue to develop steadily, propelled by
the huge and aging population, rising prevalence of chronic diseases
and rare diseases, increasing health awareness and life expectancy
coupled with improving living standards nationwide. In face of the
intensifying efforts by the Chinese authorities in promoting the
healthcare reforms, the Group will remain agile in responding to the
changes in national policies, and will align its internal resources with
the development direction of the pharmaceutical industry under the
newly adopted Fourteenth Five-Year Plan. As the Group’s long-term
strategic direction, it will continue to stay focused on strengthening
the core competitiveness of its manufacturing segment by advancing
its production capability and developing its self-manufactured
products, thereby fostering the sustainable development of the
Group. In light of the ever-increasing diabetic population in China
forced by its rapidly aging population and increasing life expectancy,
the Group believes that market demand for quality diabetes drugs is
enormous and the Group would justify its investments in Smart
Ascent Limited and its subsidiaries as a minority shareholder, when
the in-process research and development of the oral insulin product
which the clinical trial is ongoing, would bear fruit in the future.
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CHAIRMAN'’S STATEMENT (coNTINUED)

FREIRS @

The outbreak of COVID-19 is a global crisis that has devastating
impact on the social and economic sectors globally beyond the life-
threatening consequences, which highlights the importance of public
health and arouses people’s health consciousness. The Group
believes that the macro business environment and operating
conditions will gradually improve as mass vaccination programmes in
many countries including China are underway. China’s pharmaceutical
industry will benefit from the continuing economic recovery and
maintain a sustainable development trend in light of China’s national
plans to achieve Healthy China by year 2030 and socialist
modernisation by 2035. The Group is cautiously optimistic on its
future. Buttressed upon the Group’s sound financial position, the
Group will continue to navigate these extraordinary times brought by
the COVID-19 pandemic, by optimising its internal management and
resources allocation and timely responding to various challenges
emerged from the complicated operating environment, in an effort to
improve its operating performance and preserve financial flexibility,
thus strengthening its fundamentals for sustainable development of
the Group.

On behalf of the Board, | would like to express its appreciation to all
those in the Group for their commitment to maintaining operations
amidst the difficult pandemic situation, as well as their dedicated
efforts and contribution to the Group during FY2021, and to the
shareholders, business partners and other stakeholders for their
continuous support.

Dr. Xie Yi
Chairman
Hong Kong, 29 June 2021
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MANAGEMENT DISCUSSION

BUSINESS REVIEW

Overall Performance Review

Global economy in 2020 was severely impacted by the COVID-19
outbreak. The stringent lockdown measures and cross-border travel
restrictions imposed by most countries in the first half of 2020 to
contain and manage the widespread of COVID-19 delivered a heavy
blow on economic activities, which contracted dramatically on a
global scale. Although the stabilisation of pandemic situation and
gradual easing of restrictive measures in the second half of 2020
improved the economic environments, global economy plunged into
worst recession since the Great Depression of the 1930s. Despite the
pandemic and global economic headwinds, China’s economy has
demonstrated its strong resilience to swiftly recover as a result of the
Chinese government’s proactive and decisive containment measures,
including stringent lockdown at the outset of the pandemic,
nationwide population testing, tracking campaigns to prevent further
outbreaks. Backed by the government-led stimulus policies to
stabilise employment and promote the orderly resumption of work
and production, China’s economy steadily recovered after the 6.8%
historic contraction in the first quarter of 2020 and resumed positive
growth in the remaining three quarters, reaching a peak of 6.5% in
the fourth quarter and contributed to a full-year growth of 2.3% in
2020. The growth marks a successful conclusion of the Thirteenth
Five-Year Plan in the establishment of China’s healthcare system with
more than 1.3 billion people covered by basic health insurance and
the reform of the pharmaceutical industry to develop in an innovative
and quality-oriented direction. Against the backdrop of effective
pandemic control and the ongoing vaccination rollouts in the early
2021, China continued its robust recovery and recorded 18.3%
growth in the first quarter of 2021, which marked a good beginning of
the Fourteenth Five-Year Plan (2021-2025) towards the goal of
building a modern socialist country. Although the outbreak of
COVID-19 had brought upon unprecedented challenges and had a
significant impact on China’s economic development, the
pharmaceutical industry maintained its growth momentum in the
direction of high-quality and innovation-driven development.
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MANAGEMENT DISCUSSION
AND ANALYSIS (conTINUED)
SIR[2515m A 7 i (@)

BUSINESS REVIEW (Continued)

Overall Performance Review (Continued)

Notwithstanding the COVID-19 pandemic and the economic
challenges, the Chinese government has accelerated its pace of
healthcare reforms to drive the transformation of the industry. During
the year, the continuous rollout of expanded scope of policies
including the advancement of consistent quality and efficacy
evaluation of generic drugs, speeding up the approval and launch of
innovative products, inclusion of newly-approved innovative drugs in
National Reimbursement Drug List, and extension to nationwide
centralised drug procurement have led to industry concentration and
encouraged product upgrading and innovation. With the support of
the government’s policies to broaden market access for high-quality
generic and innovative products, competitors with strong research
and development capabilities have caused the shift of market
competitive dynamics and more intense competition in price, quality
and innovation, which have a far-reaching impact on the industry and
have posed tremendous pressure to the Group.

During the year, the Group’s revenue and gross profit, which were
contributed by the manufacturing segment, maintained at HK$78.8
million (2020: HK$77.6 million) and HK$42.6 million (2020: HK$42.9
million) respectively, representing an increase of about HK$1.2 million
or 1.6% in revenue and a decrease of about HK$0.3 million in gross
profit. Gross margin slightly dropped from 55.3% to 54.0%, primarily
due to change in sales mix. Such stable performance reflects
management’s efforts and commitments in managing the Group’s
business amid challenging and complex operating environment.

The Group’s operating performance remained steady, when excluding
the fair value loss of about HK$104.7 million (2020: gain of HK$101.3
million) arising from the Group’s investments in convertible bonds,
which is a non-cash item, where loss recorded from operating
segments reduced from HK$8.6 milion to HK$0.5 milion, and
combined with a decrease in corporate expenses of about HK$1.0
million largely offset the negative impact of respective decreases in
bank interest income of about HK$2.4 million and imputed interest
income from an associate of about HK$5.4 million and an increase in
effective interest expense on convertible bonds of about HK$1.7
million.
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MANAGEMENT DISCUSSION
AND ANALYSIS (coNTINUED)

BUSINESS REVIEW (Continued)

Overall Performance Review (Continued)

The Group’s loss for the year attributable to owners of the Company
was about HK$121.1 million, representing a decrease of about
HK$204.4 million when compared to profit of about HK$83.3 million
of last year, primarily due to the non-cash item related to the loss
from fair value change of the Group’s investments in convertible
bonds.

REVENUE AND OPERATING RESULTS

Manufactured Pharmaceutical Sector

The COVID-19 outbreak in early 2020 had led to the temporary
closure of the Group’s plants in Changchun after the Lunar New Year
holidays until mid-February 2020 in response to the nationwide
containment measures. To restore the production to normalcy,
management has been agile and promptly implemented all necessary
precautionary and preventive measures to safeguard the health and
safety of the staff in the workplace under the guidelines and
announcements of the Chinese authorities; including but not limited
to compulsory body temperature checking, mandatory wearing
masks, encouraging and organising employees’ vaccination. With
intense management efforts, the production plants have been
operating safely without any significant impact on productivity and
cost efficiency.

During the year, management maintained a strong commitment to
executing diligently the strategic initiatives adopted since the year
2018 to expand its market coverage through collaboration with
distributors with extensive distribution networks with the aim of
promoting the Group’s product awareness in rural areas and
communities. The improved performances delivered by the segment
over the past years reflect the benefits of the strategic initiatives to
strengthen the competitive position, secure market share, and
capture new growth opportunities. Building on the solid foundation
laid by these strategic initiatives, the segment though facing a tough
operating environment under the influence of the COVID-19 pandemic
and the advancement of further healthcare reform, achieved a similar
level of revenue at about HK$78.8 million (2020: HK$77.6 million),
representing an increase of about HK$1.2 million or 1.6%. Such
increase was primarily due to an increase in demand for the Group’s
product specialised in improving the immunity system of the human
body against diseases. The gross margin, however, decreased
slightly by 1.3% to about 54.0% when compared to last year, which
was primarily due to change in sales mix.
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MANAGEMENT DISCUSSION
AND ANALYSIS (conTINUED)
SIR[2515m A 7 i (@)

REVENUE AND OPERATING RESULTS (Continued)

Manufactured Pharmaceutical Sector (Continued)

As a result of the positive contribution of stable revenue and gross
profit, the segment recorded a profit of about HK$4.0 million (2020:
HK$6.5 million), representing a reduction of about HK$2.5 million.
However, when taking into account the research and development
expenses of about HK$3.0 million (2020: HK$0.6 million) incurred this
year to enhance the competitiveness of the Group’s products and the
last year’s write-back of provision for marketing and promotion
expenses of about HK$3.7 million, the segment results demonstrated
further improvement.

Imported Pharmaceutical Sector

During the year, no revenue was generated by the trading segment
as it continued to be adversely affected by the sales suspension of
products arising from the manufacturing practice issues, in particular,
the imported skin treatment product which was previously the
segment’s major revenue contributor. Although the Group and the
manufacturer had been working vigorously, the work to rectify the
issues was disrupted and delayed as authorities around the world
implemented lockdown measures to fight the COVID-19 pandemic.
Given the long-standing difficulties to resolve the issues, the
manufacturer and the Group’s business partners have opted to
develop new products that can potentially overcome the entry barriers
and capture the market opportunities in order for the Group to build
up a new sales platform as soon as practicable.

Notwithstanding the above, the segment recorded a loss of about
HK$4.4 million (2020: HK$14.9 million), representing a decrease in
loss of about HK$10.5 million or 70.5%, which is a better financial
result when compared to that of last year. Such decrease was mainly
attributable to a reduction of staff costs by about HK$0.5 million and
the write-back of impairment provision for trade and other receivables
in aggregate of about HK$3.9 million as compared to a provision of
about HK$6.0 million made in last year. Meanwhile, the Group will
continue taking measures to rationalise its operations with the aim of
further reducing the operating cost necessary to maintain its ongoing
operations.

Given the above, the operating conditions will remain difficult under
the pressure of operating cost and no revenue. However, the Group
is convinced that through collaboration with its business partners to
explore a new range of products, building up a new sales platform to
capture market opportunities would help restore the performance of
the segment in the future.
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MANAGEMENT DISCUSSION
AND ANALYSIS (coNTINUED)

REVENUE AND OPERATING RESULTS (Continued)

Gene Development Sector

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

Interest in an Associate

The Group holds 49% equity interest in Smart Ascent Limited (“Smart
Ascent”, together with its subsidiaries, the “Smart Ascent Group”),
and the major asset of the Smart Ascent Group is the intangible asset
in relation to an in-process research and development project
(“In-process R&D”) involving an oral insulin product (“Product”), which
is still at its clinical trial stage. As a minority shareholder of Smart
Ascent, the Group has been working closely with Innovative
Pharmaceutical Biotech Limited (“Innovative Pharm”), the 51%
shareholder of Smart Ascent, in monitoring the progress of the oral
insulin project with a view to facilitating successful launching of the
Product to the market.

For the purpose of financing the working capital requirements of
Smart Ascent Group for the oral insulin project, Innovative Pharm
(together with its subsidiaries, the “Innovative Pharm Group”) and the
Company through their respective wholly-owned subsidiaries as
lenders and Smart Ascent as borrower entered into a shareholders’
loan agreement on 27 July 2018 for a loan to Smart Ascent
amounting to HK$30 million in total (the “Loan”), to be contributed as
to 51% i.e. HK$15.3 million by Innovative Pharm Group and as to
49% i.e. HK$14.7 milion by the Group. The Loan is unsecured,
interest bearing at 5% per annum and has a repayment term fixed at
60 months after each drawdown of the Loan. In August 2019, Smart
Ascent had drawn down in aggregate of HK$20 million, and
accordingly, the Group and Innovative Pharm Group made
contribution in the sum of HK$9.8 milion and HK$10.2 million
respectively to Smart Ascent, and together with the HK$10 million
drawn down in September 2018, Smart Ascent had fully drawn down
the Loan of HK$30 million.
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REVENUE AND OPERATING RESULTS (Continued)

Interest in an Associate (Continued)

As stated in the 2020 Annual Report, the COVID-19 pandemic since
early 2020 had disrupted the normal operations of participating
hospitals for the clinical trial of the Product, and to ensure the safety
of patients and clinical researchers, the clinical trial in the process of
selection and enrolment of patients was temporarily suspended
pending improvement in the pandemic situation. As the COVID-19
pandemic situation in China has gradually improved, during the third
quarter of 2020, the enrolment of patients has commenced, and
currently the process of patient enrolment and selection is still
ongoing. Based on the current information available to the Company,
though the pandemic situation in China is largely under control, the
preventive and control measures associated with the prolonged
pandemic situation have been continuously implemented causing
certain delay in patient enrolment and selection, thus the timeline for
commercialisation of the Product has been reassessed by Smart
Ascent Group and is currently expected to be in around mid of 2023.

During the year, the loss of Smart Ascent Group was about HK$10.1
million (2020: HK$13.1 million), for which the Group’s share of loss
amounted to about HK$2.9 million (2020: HK$3.2 million)
representing a decrease of about HK$0.3 million. Such decrease
mainly related to decrease in research and development expenses for
the Product.

In light of the accelerating aging population and increasing life
expectancy, and the development of chronic diseases such as
diabetes in China, market demand for quality diabetes drugs is
expected to be enormous. The Product featured with oral
administration of insulin is expected to provide an effective treatment
and better quality of life for the constantly growing diabetic population
in China that there will be enormous market potential for the Product.
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MANAGEMENT DISCUSSION
AND ANALYSIS (coNTINUED)

REVENUE AND OPERATING RESULTS (Continued)

Interest in an Associate (Continued)

In making the assessment as to the recoverability of the In-process
R&D and the fair value of the interest in the associate, the Group has
engaged an independent qualified valuer, Roma Appraisals Limited
(“Valuer”) in conducting a valuation. The asset-based valuation
approach has been consistently adopted in the valuation and the
recoverable amount of the In-process R&D was determined based on
fair value calculation using cash flow projections, which the estimated
cash inflows derived from budgeted sales and gross margin were
based on the expectation for the market development, and which
included the regulatory approvals from the relevant government
bodies and launching of the Product in around mid of 2023. The
recoverable amount of the interest in the associate was determined
based on share of the estimated fair value of the In-process R&D after
taking into account the lack of control discount.

The expected future economic benefits attributable to the In-process
R&D was assumed to cover a 10-year period from the
commercialisation of the Product. The calculation used in the cash
flow projections with certain key parameters are as below:

Discount rate (post-tax) BhIR K (BR12)
Growth rate 1 £ &
Gross profit ratio EF =X

In conducting the impairment assessment, the directors of the
Company, having considered the prevailing market conditions,
reasonableness of assumptions used for the cash flow projections
and the valuation as prepared by the Valuer indicating its fair value in
excess of the carrying amount, do not identify any indication on the
carrying amount of the interest in the associate as at 31 March 2021
that may need to be impaired. Accordingly, no impairment is
considered necessary as at 31 March 2021.

The Group will continue to closely coordinate with Innovative Pharm
in monitoring the progress of the oral insulin project with a view to
facilitating successful launching of the Product to the market. In
addition, the Group will continue to perform impairment assessment
on the carrying amount of the interest in the associate in accordance
with Hong Kong Accounting Standard 36 “Impairment of Assets”
where necessary.
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REVENUE AND OPERATING RESULTS (Continued)

Other income and gains and losses, net

Other income and gains and losses, net were in total a loss of about
HK$94.7 million (2020: gain of HK$106.1 million), which decreased
by about HK$200.8 million. The decrease was mainly the result of () a
decrease in a gain of a non-cash item by about HK$206.0 million
arising from fair value change of the Group’s investments in
convertible bonds, (i) reversal of impairment provision for trade and
other receivables of about HK$2.7 million and HK$1.1 million when
compared to the respective provisions of about HK$5.9 million and
HK$4.5 million made last year, (i) net decrease in loan and imputed
interest income from an associate of about HK$5.2 million, (iv)
decrease in bad debt recovery of about HK$2.1 million, (v) decrease
in bank interest income of about HK$2.4 million, and (vi) increase in
subsidies from governments of about HK$0.9 million.

Change in fair value of investments in convertible bonds

As stated in the Company’s profit alert announcement dated 11 June
2021, based on a preliminary assessment by the directors on the
Group’s consolidated management accounts for the year ended 31
March 2021, there was an increase in gain arising from the fair value
change of the Group’s investments in convertible bonds (issued by
Innovative Pharm, “Innovative Pharm Bonds”) of about HK$71 million.
The aforesaid increase in gain which is subject to audit and further
review by the auditor, was based on the investments in convertible
bonds being classified as current assets according to the Innovative
Pharm Bonds’ existing maturity term due to mature within one year.

However, in the course of finalising the annual results of the Group for
the year ended 31 March 2021, when further discussing with the
auditor and considered the factors, including but not limited to, the
financial position of Innovative Pharm and the timing of the settlement
of the Innovative Pharm Bonds under the circumstance that the
Company and Innovative Pharm entered into the second deed of
amendment (“Second Amendment Deed”) to the Innovative Pharm
Bonds on 12 May 2021, pursuant to which the Company and
Innovative Pharm agreed to extend the maturity date of the Innovative
Pharm Bonds for two years, the directors are of the view that it is
more appropriate that the Group’s investments in convertible bonds
be classified as non-current assets, and as a result, the fair value of
the Innovative Pharm Bonds as at 31 March 2021 with the
assumption that the Innovative Pharm Bonds would be extended for
two years, decreased by about HK$104.7 million when compared to
31 March 2020.
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MANAGEMENT DISCUSSION
AND ANALYSIS (coNTINUED)

REVENUE AND OPERATING RESULTS (Continued)

Selling and Distribution Expenses

Selling and distribution expenses of the Group increased to about
HK$29.5 million (2020: HK$24.6 million), representing an increase of
about HK$4.9 million or 20.3%. However, when excluding the last
year’s write-back of provision for marketing and promotion expenses
of about HK$3.7 million, there was only slight increase of about
HK$1.2 million. Such increase was mainly the results of decrease in
expenses for selling, promotion and symposium activities of about
HK$1.0 million as a result of the pandemic, which was outweighed by
an increase in research and development expenses of about HK$2.4
million to enhance the quality and efficacy of the Group’s self-
manufactured products.

Administrative Expenses

Administrative expenses were at about HK$23.9 million (2020:
HK$26.4 million), representing a decrease of about HK$2.5 million or
9.7%. Excluding the foreign exchange gain of about HK$0.3 million,
the decrease was mainly due to reduction in staff costs of about
HK$1.1 million, which largely related to the retirement of an executive
director of the Company and a senior management of the Group.

OUTLOOK

As mass COVID-19 vaccination and vaccine production ramp up, the
magnitude and extent of disruptions of global economic activities
have generally decreased. However, the prospects of global recovery
remain highly uncertain as new virus mutations have forced many
countries to re-impose lockdowns and travel restrictions. Amid the
COVID-19 pandemic and tensions between China and most western
countries, the Chinese economy has shown a steady improvement
after the robust recovery in the first quarter of 2021 as a result of
continued supports by various government relief measures and strict
virus containment policies. Although these challenges and
uncertainties overshadow the overall growth of China’s
pharmaceutical industry in the near term, the Group believes that the
industry will continue to benefit from the positive long-term trend of
economic developments under the Fourteenth Five-Year Plan
towards building a modern socialist country and a “Healthy China”.
Against this backdrop, the Chinese authorities have stepped up the
healthcare reforms with policies focusing, inter alias, on the pursuit of
innovation-driven development. It is anticipated that the industry will
be facing significant changes as driven by these policies, which have
far-reaching and cascading impacts on pharmaceutical companies, in
which competition will be escalating to a new level of intensity to
quality and innovation.
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OUTLOOK (Continued)

In light of rapidly evolving market and competitive environment, the
Group will continue its focus on the development of its manufacturing
segment, through the execution of the strategic initiatives to enhance
the distribution networks and to adjust flexibly the marketing strategy
in response to the challenges, and in addition, leveraging its core
competitiveness by investing in the development of its own products
and enhancing its production capacity as well as operational
efficiency in order to drive the sustainable growth and profitability of
the segment. Taking into account the positive progress in recent
years, the Group believes that the manufacturing segment is well-
positioned to seize the growth opportunities under the Fourteenth
Five-Year Plan, while the Group will continue deploying resources and
collaborating with its business partners to capture market
opportunities and restore the performance of its trading segment.

Although the operating conditions in the year ahead will continue to
be complex and challenging, the Group believes that its sound
financial position coupled with management’s relentless efforts in
improving the business performance of the Group and strengthening
its core competitiveness will build a solid foundation for the Group’s
long term growth and profitability.

FINANCIAL REVIEW

Liquidity and Financial Resources

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

As at 31 March 2021, the Group had total cash and bank balances
(including pledged bank deposits) of about HK$148.4 million (2020:
HK$147.9 million), representing an increase by about HK$0.5 million
or 0.3%. Such a slight increase in cash and bank balances reflects
the Group’s efforts on monitoring the business performance and
working capital management.
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FINANCIAL REVIEW (Continued)

Liquidity and Financial Resources (Continued)

Accruals and Other Payables

Accruals and other payables decreased by about HK$3.3 million to
HK$28.9 million as of 31 March 2021 (2020: HK$32.2 million). Such
decrease was mainly due to settlement of payables of about HK$2.6
million in relation to acquisition of property, plant and equipment.

The Group did not have bank borrowings during the year but had
banking facilities on trade finance, which were supported by the
pledge of the Group’s fixed deposits of about HK$21.7 million (2020:
HK$21.5 million) and corporate guarantees from the Company and
certain subsidiaries of the Company. In general, there is no significant
seasonality fluctuation on trade finance requirement of the Group.

The Group’s total borrowing over total assets ratio as at 31 March
2021 was 0.063 (2020: 0.051), calculated based on the Group’s total
assets of about HK$1,164.2 million (2020: HK$1,265.7 million) and
total debts of about HK$73.9 milion (2020: HK$64.5 million),
comprising convertible bonds of about HK$70.0 million (2020:
HK$59.0 million) and lease liabilities of about HK$3.9 million (2020:
HK$5.6 million).

Foreign Exchange Exposure

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

Material Acquisitions and Disposals

There is no material acquisition or disposal of subsidiaries, associates
and investments in financial instruments during the year ended 31
March 2021.
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FINANCIAL REVIEW (Continued)

Investments in Unlisted Funds

As at 31 March 2021, the Group held a total of 80,000 participating
shares in KKC Capital SPC, a segregated portfolio company
incorporated in the Cayman Islands at aggregate consideration of
HK$80 million (the “Investments”), and the fair value loss in aggregate
of HK$80 million made in previous years were recorded in the reserve
for financial assets at fair value through other comprehensive income.
Details are set out in note 21 to the consolidated financial statements.

Given the current market condition under the impact of the COVID-19
pandemic, the prospect to realise the Investments in the near future
is subdued. However, management will continue exploring the
possibilities to realise the Investments in order to mitigate the loss.

Employment and Remuneration Policy

As at 31 March 2021, the Group had 171 employees (2020: 169).
Staff costs (including directors’ emoluments) for the year ended 31
March 2021 amounted to approximately HK$20.8 million (2020:
approximately HK$22.5 million), which was mainly due to government
relief for social security contributions and the retirement of an
executive director of the Company and a senior management of the
Group.

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

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

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

From the effective date of the Scheme to 31 March 2021, no share
option has been granted under the Scheme.
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DIRECTORS AND

SENIOR MANAGEMENT PROFILE
EERERBRERASHEN

BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT

Executive Directors

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

Chairman, Chief Executive Officer and Executive Director

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

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

Mr. Cheng Yong (aged 58)

Executive Director and Deputy Chief Executive Officer

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

Since 1 July 2019, Mr. Cheng has been appointed as the deputy
chief executive officer of the Company to provide support in the
execution of the Company’s plans and strategies.
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DIRECTORS AND

SENIOR MANAGEMENT PROFILE (coNTINUED)

SELSESRASHEN @

BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT (Continued)

Executive Directors (Continued)

Dr. Lou Yi Ph.D. (aged 63)

Executive Director

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

Ms. Wong Sau Kuen (aged 58)

Executive Director

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

Ms. Wong has been appointed as the joint company secretary of the
Company with effect from 8 January 2014.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT (Continued)

Executive Directors (Continued)

Mr. Liu Kwok Wah (aged 59)

Executive Director

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

Independent Non-executive Directors

Mr. Fang Lin Hu (aged 83)

Independent Non-executive Director

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

Independent Non-executive Directors (Continued)

Mr. Xue Jing Lun (aged 87)

Independent Non-executive Director

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

Ms. Jin Song (aged 50)

Independent Non-executive Director

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

Senior Management

Mr. Gong Youlu (aged 52)

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

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

Ms. Wu Hong (aged 49)

Group Senior Finance Manager

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

Mr. Huang Wenda (aged 44)

Financial Controller of CEP and JECP

Mr. Huang Wenda joined the Group in 2004. Mr. Huang is responsible
for financial control and financial management of the operations of
CEP and JECP and currently also serves as secretary to the board
handling corporate secretarial matters of CEP and JECP. He has
accumulated experience of over 10 years in financial management of
pharmaceutical manufacturing enterprises. Prior to joining the Group,
he worked with manufacturing enterprises in the PRC.
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CORPORATE GOVERNANCE
REPORT
EXEIGHRS

CORPORATE GOVERNANCE PRACTICES

Corporate Governance

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

In the opinion of the directors, the Company has complied with
the code provisions of the Corporate Governance Code and
Corporate Governance Report (“Code Provisions”) as set out in
Appendix 14 of the Rules Governing the Listing of Securities (the
“Listing Rules”) on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). During the year ended 31 March 2021, the
Company had adopted and applied the Code Provisions,
except for certain deviations as set out below.

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

Code Provision A.2.1 provides that the roles of chairman and
chief executive officer should be separate and should not be
performed by the same person. Dr. Xie Yi has served as the
Chairman and Chief Executive Officer of the Company.
However, the Company believes that there is adequate balance
of power and authority in place though vesting the roles of both
chairman and chief executive officer in the same person as all
major decisions of the Company are made in consultation with
members of the Board.
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CORPORATE GOVERNANCE

CORPORATE GOVERNANCE PRACTICES
(Continued)

Corporate Governance (Continued)

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

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

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

Corporate Governance (Continued)

Code provision E.1.2 stipulates that the Chairman of the Board
should attend the annual general meeting of the Company. Due
to other important engagement, Dr. Xie Yi was unable to attend
the annual general meeting of the Company held on 28 August
2020. Ms. Wong Sau Kuen, an executive director of the
Company, was appointed to chair the annual general meeting
in accordance with the provisions of the Company’s bye-laws
and answered questions from shareholders of the Company.

Code provision E.1.5 stipulates that the Company should have
a policy on payment of dividends. The Company has not
established a dividend policy as the Company considers it more
appropriate to determine a dividend payment after taking into
account those factors including the Company’s then financial
performance, operating and capital requirements and market
conditions, to enable the Company be in a better position to
cope with its future development, which is to the best interest
of the Company and its shareholders as a whole.

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

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
as set out in Appendix 10 to the Listing Rules as the Company’s
code of conduct for dealings in securities of the Company by
the directors. Based on specific enquiry of the directors, the
directors have complied with the required standard set out in
the Model Code throughout the year ended 31 March 2021.
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BOARD OF DIRECTORS

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

Executive Directors

Dr. Xie Yi (Chairman and Chief Executive Officer)
Mr. Cheng Yong (Deputy Chief Executive Officer)
Dr. Lou Vi

Ms. Wong Sau Kuen

Mr. Liu Kwok Wah

Independent Non-executive Directors

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

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

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

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

During the year ended 31 March 2021, four Board meetings
and an annual general meeting of the Company were held, and
the attendance records of each director at the respective
meetings are set out in the table below:

BEEE W)

BHE_ZT-_—F=-HA=+—BL*HF
B ARAERITUAEZTESHN
—XBRRBFRES MSEEZTRIEBE
FRIEFEEHIN TR

Number of attendance

R B

Board General

Meeting Meeting

Name of Director EEMRR EEgSE BRAE
Dr. Xie Yi WERIE L 4/4 0/1
Mr. Cheng Yong BELEE 4/4 0/1
Dr. Lou Vi BlziE+ 4/4 on
Ms. Wong Sau Kuen TFHFBELL 4/4 1/1
Mr. Liu Kwok Wah B A 4/4 1/1
Mr. Lu Zhigiang” et e 11 0/
Mr. Fang Lin Hu MR 4/4 0/1
Mr. Xue Jing Lun N e 4/4 0/1
Ms. Jin Song CA /NG 4/4 0/1

o In accordance with the Company’s bye-laws, Mr. Lu Zhigiang retired as # BEAATZARIME  BEEXE®RiLED

director of the Company with effect from the conclusion of its annual
general meeting held on 28 August 2020.

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

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

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

NON-EXECUTIVE DIRECTORS

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

The function of the INEDs includes but not limited to
participating in meetings of the Board and of committees to
bring an independent judgement to bear on issues of strategy,
policy, performance, accountability, resources, key
appointments and standards of conduct.

The Board has established three committees; namely
Nomination Committee, Remuneration Committee and Audit
Committee. Each committee comprising of all INEDs is
responsible for, inter alia, the review and oversight of the
activities within its defined terms of reference. The written terms
of reference for the respective committees are available on the
websites of the Stock Exchange and the Company.
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NOMINATION COMMITTEE

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

The major role and function of the Nomination Committee are to
formulate and implement the policy for nominating candidates
for consideration by the Board and election by shareholders,
review the structure, size and composition of the Board with
due regard to Board diversity, and to assess the independence
of non-executive directors.

The Board has adopted a Board Diversity Policy and the
Nomination Committee will help implement and monitor the
policy. To enhance the effectiveness of the Board, selection of
candidates will be based on a range of diversity perspectives,
including but not limited to, gender, age, cultural and
educational background, professional experience, skills and
length of service. The Nomination Committee will review and
discuss, on an annual basis, Board diversity with regard to the
puilding and maintaining of the Board with a diversity of
directors, without focusing on a single diversity aspect, and will
make recommendation to the Board for its consideration and
approval. Having reviewed the structure and composition of the
Board and the business nature of the Group, the Nomination
Committee considered that Board diversity has been achieved.

The Nomination Committee has adopted a nomination policy
guiding the nomination criteria and procedures to identify, select
and recommend candidates for directorship.

The Nomination Committee shall consider a number of
nomination criteria in assessing the suitability of a proposed
candidate for directorship or proposed re-appointment of a
retiring director, including but not limited to: the skills,
knowledge and experience possessed by the candidate or
retiring director which are relevant to the Company’s business,
corporate development and strategy; the diversity perspectives
set out in the Board Diversity Policy and the balance of skills
and experience in board composition; the level of independence
from the Company and compliance of the relevant requirements
under the Listing Rules; and such other factors the Nomination
Committee may consider relevant to enhancement of the
effectiveness of the Board.
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NOMINATION COMMITTEE (Continued)

Subject to the provisions in the Company’s bye-laws, where the
Nomination Committee determines that an additional director or
a replacement director is required, it may take appropriate
steps in connection with the identification and evaluation of a
suitable candidate for directorship. The Nomination Committee
may deploy channels including referral from directors, advisers
of the Company and external executive search firms in the
identification process, evaluate a candidate based on the
nomination criteria stated above, and make recommendation
for the Board’s consideration and approval.

For re-appointment of a retiring director, the Nomination
Committee reviews his/her service to the Company, the level of
participation on the Board during his/her term, and after taking
into account the nomination criteria, recommends to the Board
for proposed re-appointment of the retiring director who wishes
to stand for re-election at the Company’s general meeting.

The Nomination Committee may also propose to the Board a
candidate recommended or offered for nomination by a
shareholder of the Company as a nominee for election to the
Board, if it evaluates that the candidate meets the nomination
criteria. The procedures for shareholders to propose a person
for election as a director are published in the Company’s
website.

The Board has the ultimate responsibility for selection and
appointment of directors. On accepting the recommendation
made by the Nomination Committee, the Board may (as the
case may be) appoint the candidate as director to fill a casual
vacancy or as an addition to the Board and recommend the
candidate to shareholders for election or re-election (for a
retiring director) at the general meeting.

The Nomination Committee held a meeting during the year
ended 31 March 2021, and all members had attended the
meeting to review the structure, size and composition including
Board diversity, of the Board; consider and make
recommendations to the Board on the re-appointment of
retiring directors; and assess the independence of INEDs.
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REMUNERATION COMMITTEE

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

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

During the year ended 31 March 2021, two meetings were held
and attendance of each director is set out as follows:
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Number of attendance

Name of Director EERR HERE
Mr. Fang Lin Hu Yk 2/2
Mr. Xue Jing Lun Rt A& 2/2
Ms. Jin Song SNt 2/2
Dr. Xie Yi IR E L 2/2

The emoluments of the directors are reviewed and
recommended by the Remuneration Committee and/or decided
by the Board as authorised by the shareholders at the annual
general meeting according to the directors’ respective
responsibilities, individual performance and prevailing market
conditions. The Company has also adopted a share option
scheme as an incentive to the directors and the senior
management. The Remuneration Committee conducts regular
review of the Company’s remuneration policy and structure of
the directors and senior management which takes into account
the prevailing market conditions and the role and responsibility
of individual members, for making recommendation to the
Board. During the year ended 31 March 2021, the
Remuneration Committee reviewed and approved the
remuneration packages (including directors’ fees) of the
directors and made recommendation to the Board for
consideration and approval.
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REMUNERATION COMMITTEE (Continued)

Directors’ emoluments and the five highest paid individuals for
the year ended 31 March 2021 are disclosed in notes 11 and
12 respectively to the consolidated financial statements.
Emoluments of senior management whose profiles are
disclosed in the section “Directors and Senior Management
Profile” but not included in the note as the five highest paid
individuals, fell within the following band:

G.
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Number of individuals

Emolument band B < &8

HK$ Nil to HK$1,000,000

Z 7% 7T £1,000,0007 7T

AUDIT COMMITTEE

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

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

The members of the Audit Committee are Mr. Fang Lin Hu
(Chairman), Mr. Xue Jing Lun and Ms. Jin Song. During the year
ended 31 March 2021, three meetings were held and
attendance of each director is set out as follows:

s

%2 & B (@)
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Number of attendance

Name of Director BEEMA HEAZ
Mr. Fang Lin Hu FMR 3/3
Mr. Xue Jing Lun B mfmitE 3/3
Ms. Jin Song &M+ 3/3

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

. AUDITOR’S REMUNERATION

The remuneration paid/payable to the Company’s auditor, Elite
Partners CPA Limited in respect of audit services for the year
ended 31 March 2021 amounted to HK$760,000.
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FINANCIAL REPORTING

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

A statement by the auditor of the Company about their
reporting responsibilities is set out in the “Independent Auditor’s
Report” on pages 73 to 80 of this annual report.

RISK MANAGEMENT AND INTERNAL
CONTROL

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

The Audit Committee is delegated with authorities to assist the
Board to fulfill its oversight role over the systems by reviewing
and evaluating on a regular basis the effectiveness and
adequacy of the Company’s financial controls, risk management
and internal control systems (the “Systems”). During the year
ended 31 March 2021, the Audit Committee, after taking into
consideration the size of the Group’s activities and operations,
had adopted a risk-based approach in identifying the scope of
review for its business units. The review was conducted by the
Group’s risk management and internal audit function
independent of the business unit, which covered appraisal of
the Systems by conducting physical counts of assets,
walkthroughs and tests on operating procedures. Audit findings
and recommendations were reported to the Audit Committee
and the senior management. The Audit Committee and the
Board satisfied the result of the review and concluded that the
key areas of the Systems are reasonably and adequately
implemented to their satisfaction.
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K. RISK MANAGEMENT AND INTERNAL K. EEEERAIPEEE @

CONTROL (continued)

With respect to handling and dissemination of inside information
(the “Information”), the Group is aware of its obligations under
the Listing Rules, the Securities and Futures Ordinance and the
guiding principle that when the Information comes to the
Group’s attention, it should be properly disclosed as soon as
practicable. In this regard, the Group has adopted an inside
information disclosure policy (the “Policy”) in 2013 with the aim
of preventing the disclosure of premature Information and
ensuring shareholders and the public are provided with full,
accurate and timely Information about the activities,
performance and financial condition of the Group. The Policy
covers the procedures as to () maintain the confidentiality of
Information, such as identification of project by using code
name, dissemination on a need-to-know basis; and (i) identify,
assess and monitor the dissemination of Information. The Audit
Committee and the Board consider that the procedures are
effective in discharging the Group’s obligations in respect of the
Information.

DIRECTORS’ CONTINUOUS TRAINING
AND DEVELOPMENT

Directors are encouraged to participate in continuous
professional development in order to develop and refresh their
knowledge and skills. This is to ensure that their contribution to
the Board remains informed and relevant.
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DIRECTORS’ CONTINUOUS TRAINING
AND DEVELOPMENT (Continued)

During the year ended 31 March 2021, the directors were
briefed and updated with written materials on the latest
development regarding the Listing Rules and other applicable
legal and regulatory requirements from time to time, to ensure
compliance and enhance their awareness of good corporate
governance practices. In addition, the Company had organised
an in-house training seminar for the directors, which was
conducted by qualified professional covering topics related to
the Listing Rules, with training materials provided. Directors are
also encouraged to attend outside seminars and talks organised
by professional bodies to enrich their knowledge in discharging
their duties as a director. All directors have participated in
continuous professional development by attending training
courses and/or referring materials on the topics related to
corporate governance and regulations:

Executive Directors

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

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

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

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

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

Mr. Lu Zhigiang* Self-study

* retired on 28 August 2020

L.
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L. DIRECTORS’ CONTINUOUS TRAINING
AND DEVELOPMENT (Continued)

Independent Non-executive Directors

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

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

Ms. Jin Song Attending in-house training course and
self-study

M. JOINT COMPANY SECRETARIES

Mr. Liu Kwok Wah and Ms. Wong Sau Kuen are joint company
secretaries of the Company and each has taken no less than
15 hours of relevant professional training during the year ended
31 March 2021.

N. COMMUNICATION WITH SHAREHOLDERS

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

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

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

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

Tricor Tengis Limited in respect of share registration and
related matters
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COMMUNICATION WITH SHAREHOLDERS N.

(Continued)

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

SHAREHOLDERS’ RIGHTS

Convening a Special General Meeting

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

Putting forward Proposals at General Meetings

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

SHAREHOLDERS’ RIGHTS (Continued)

Putting forward Proposals at General Meetings
(Continued)

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

Enquiries to the Board

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

CONSTITUTIONAL DOCUMENTS

There were no changes in the Company’s constitutional
documents during the year ended 31 March 2021.
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ENVIRONMENTAL, SOCIAL
AND GOVERNANCE REPORT

INTRODUCTION

As a member of the global business community, the Group
recognises the importance of sustainable development. This
Environmental, Social and Governance (‘ESG”) Report, covering
the period from 1 April 2020 to 31 March 2021 (the “Period”),
has been prepared in accordance with the “Environmental,
Social and Governance Reporting Guide” under Appendix 27 of
the Listing Rules. The Group observes the principles of
materiality, quantitative, balance and consistency, and therefore
focuses on reporting the practices and various works in
environmental and social aspects of the Group’s major lines of
business in manufacturing and trading activities as well as the
operations of its Hong Kong headquarters. The selected Key
Performance Indicators are summarised under Section 6 of this
report. With respect to governance, it is separately reported on
pages 26 to 42.

The Board is responsible for the ESG strategy, and is
committed to conducting regular review and evaluation of the
Group’s ESG-related policies and risks so as to ensure that
appropriate and effective ESG risk management and internal
control systems (the “Systems”) are in place. Senior
management and departmental staff of relevant operations have
been engaged to identify the relevant ESG issues and to assess
their materiality to the Group’s business as well as to its
stakeholders. As the Group’s manufacturing activities in China (or
the “PRC”) involve production process, which will have a
material ESG impact, an “Environmental Protection,
Occupational Health and Safety Management Committee” (the
“Committee”) has been formed to lead the management of
environmental protection as well as to foster a safe and healthy
work environment. The Committee includes staff members who
are professionally qualified with relevant permits recognised by
the Chinese authorities to administrate and monitor the works.
The Committee will report to the Board on material ESG issues
on an annual basis. For the trading segment and Hong Kong
headquarters, which are generally office’s operations and will
have a limited ESG impact, staff members of various
departments are engaged to implement the sustainable policies
and practices adopted by the Group. The Group’s risk
management and intemnal audit function will conduct regular
review on the effectiveness of the Systems and report the
findings to the Board.
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ENVIRONMENTAL, SOCIAL
AND GOVERNANCE REPORT (conTINUED)
IRIE - EBREBHRS (@

INTRODUCTION (Continued)

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

ENVIRONMENTAL ASPECTS

2.1 Emissions

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

2. ENVIRONMENTAL ASPECTS (Continued)

2.1 Emissions (Continued)

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

U

(i)

(i)

Scope 1 refers to direct emissions from sources
that are owned or controlled by the
operations. Examples include natural
gas combusted for boilers, fuels used
by owned vehicles.

Scope 2 refers to indirect emissions from
consumption of purchased electricity,
steam or other sources of energy.

Scope 3 refers to indirect emissions from other
activities that are consequences of the
operations but are not directly owned or
controlled. Examples include business
travel, third-party distribution and
logistics.

2.1.1 GHG emissions arising from the Group’s trading

activities and the Hong Kong headquarters mainly
relate to indirect emissions of purchased electricity
under Scope 2 and third-party distribution and
logistics as well as business travels under Scope 3.
During the Period, the respective Scope 2 and
Scope 3 carbon dioxide (“CO,”) emissions
amounted to a total of about 17 tonnes (2020: 20
tonnes) and O tonne (2020: 7 tonnes) respectively.
The reasons for zero Scope 3 emission were due to
no purchases of pharmaceuticals from overseas as
well as business travels by employees in light of the
COVID-19 pandemic.
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2. ENVIRONMENTAL ASPECTS (Continued)

2.1 Emissions (Continued)

2.1.2 As to the manufacturing segment with a GMP
factory in Changchun, China, the Committee is
responsible for implementing policies and
monitoring the factory’s performance so as to
ensure its strict compliance with the environmental
requirements under the relevant laws and
regulations such as the Environmental Protection

Law ((RIF(RE

#5%)), the Water Pollution Prevention

and Control Law ({7/KJ52[5787%)) and Prevention
and Control of Air Pollution Law (¢ AT LBTAED).
During the Period, the factory handled its major
emissions in the following manner:

@

Waste gas emission management

The major source of waste gas emission
comes from natural gas boilers. Air pollutants
mainly include sulfur oxide (“SOx”), nitrogen
oxide (“NOx”), and particle material (“PM”).
The factory has installed a desulfurisation
tower to ensure levels of emission are in
compliance with the standards. The tower is
functioning well and levels of emission are
significantly lower than the lower limit of the
national emission requirements. In the Period,
SOx, NOx, and PM emissions amounted to
about 10 kgs (2020: 738 kgs), 341 kgs (2020:
158 kgs) and 0 kg (2020: O kg) respectively.
The results were monitored and measured by
an independent third party in accordance with
the prevailing requirements of the Technical
Guidelines of Accounting Method for Pollution
Source Intensity Basic Principles ({5 Z25R
SRR E TR R —2ERI)).

CO, emissions arising from natural gas boilers
and fuels for daily operations of vehicles (Scope
1), purchased electricity (Scope 2) and
business travels (Scope 3) amounted to about
1,020 tonnes (2020: 965 tonnes), 1,430
tonnes (2020: 1,652 tonnes) and 3 tonnes
(2020: 5 tonnes) respectively.
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ENVIRONMENTAL, SOCIAL
AND GOVERNANCE REPORT (coNTINUED)

2. ENVIRONMENTAL ASPECTS (Continued)

2.1 Emissions (Continued)

2.1.2 (Continued)

(®)

()

Wastewater management

The factory has built its own waste water
treatment facilities with daily capacity of 400
tonnes to treat the wastewater from its
production processes before discharge, and
about 41,330 tonnes (2020: 34,000 tonnes)
of effluents were treated and discharged in
the Period. The increase in discharge of
wastewater was primarily due to shifts in
production to meet changes in sales mix. To
monitor and control the discharge, the factory
has worked jointly with local environmental
monitoring stations, and an on-line monitoring
system has been installed to test and collect
data on the quality of effluent. In addition, the
factory has commissioned a third-party
inspection unit to conduct regular surveillance
on effluent discharge against the standards in
order to ensure timely detection of its
abnormality and implementation of corrective
measures when in exceedances.

Solid waste management

The storages and disposals of hazardous and
non-hazardous wastes are handled in
accordance with the requirements of relevant
rules and regulations. During the Period,
about 349 kgs (2020: 119 kgs) hazardous
wastes generated from the production
process were disposed of with waste
management services provided by contractors
as designated by Jilin Province Environmental
Protection Office. The increase was primarily
related to the increase in wastewater
discharge. The non-hazardous wastes of
about 135 tonnes (2020: 150 tonnes) were
disposed of through wastes collection
services provided by the local authorities.
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2. ENVIRONMENTAL ASPECTS (Continued)

2.2 Use of Resources

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

2.2.1 The major resources used by the Group’s trading
activities and Hong Kong headquarters are
electricity, and paper (including own offices use and
bulk printing of annual and interim reports and
circulars distributed to the Company’s shareholders
through printing firms). In the Period, the electricity
consumption was in aggregate of about 21,000
KWhs (2020: 24,000 KWhs) and paper used was in
aggregate of about 1.5 tonnes (2020: 1.8 tonnes),
of which about 1.5 tonnes (2020: 1.4 tonnes) were
FSC certified paper.

The Group has been making its best efforts to
reduce paper usage by distributing office files in
digital format, reusing single-sided paper, and
collecting double-sided printed paper for recycler’s
handling. The Group also adopts the practice of
green procurement that eco-friendly paper is
selected for office use and bulk printing of reports.
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2. ENVIRONMENTAL ASPECTS (Continued) 2. REEBHM@m

22 ERFEA @

2.2 Use of Resources (Continued)

2.2.2 The Group’s manufacturing activities consume 222 RS EMEEFEEEEZH
mainly water, electricity, natural gas, fuel for vehicles FEX-EN - RAR - AE
and packing material used for finished products. M REKmAFASNaE

Paper consumption in its daily operations amounted
to about 2 tonnes (2020: 28 tonnes) relates to
paper used during the processes of procurement,
invoicing, production, quality assurance, marketing
and administration, of which the consumption in
various departments is being monitored by the
management. The significant reduction in paper
consumption was the results of (i) management’s
efforts to promote paperless office within internal
departments by better utilisation of the electronic
network and digitalisation of files as far as
practicable in the paper procurement process, (ii)
less consumption in printed materials related to
decrease in promotion and symposium activities as
a result of the pandemic, and (i) the shift from the
centralised supply of paper stationeries back to the
distributors to arrange and to bear on their own.
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The major resources consumed in the Period are AHEEREONEBEER
set out as below: E5R| N
2021 2020
—E-—F —EEF
Type of FIEEER Amount Intensity* Amount  Intensity*
resources consumed  ¥EH e BE* HE E
1. Water (tonne) 7K (&) 51,139 0.65 39,160 0.5
2. Electricity (KWh) BH(TERE) 2,014,000 25.6 | 2,040,000 26.3
3. Natural gas (m°) KAR (LK) 376,890 4,78 360,000 4.64
4. Fuel for vehicles (liter) YTE R (FH) 38,650 0.49 33,822 0.44
5. Packing material (tonne) &3 ¥} (18) 509 0.01 775 0.01

* Amount generated per HK$'000 of revenue. * FHETHRAFMEENEE -
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2. ENVIRONMENTAL ASPECTS (Continued)

2.2 Use of Resources (Continued)

It is the Group’s policy to ensure effective and efficient
use of resources in the production process with the aim
of minimising wastes and reducing consumption of the
resources.

Water is a key element of the products and production
process. Water supplies are provided by the municipally
owned water supply company, which will ensure relatively
stable and adequate water supplies. During the Period,
there was no reported difficulties or issues arising from
water supplies. Management has recognised the
importance of water conservation, and therefore has
closely monitored the operation with the aim of identifying
means and ways in saving and reusing water; including
setting clear instructions for water used (time, volume and
frequency) in the production process, more frequent
inspection to reduce leakage in water supplies, and
enhance employees’ consciousness of water conservation
in operation process training.

As to other resources, measures being implemented
include avoiding procurement of high-energy consumption
materials, regular monitoring performance of the
production equipment, upgrading and phasing out non
eco-friendly machines to raise the utilisation of energy and
resources. Packing materials primarily comprise paper,
glasses and plastics used for the Group’s finished
products. As a good practice, the Group endeavors to
select eco-friendly materials in the procurement process,
and minimise wastes by managing purchase quantities.
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2. ENVIRONMENTAL ASPECTS (Continued)

2.3 The Environment and Natural Resources

The Group is dedicated to reducing the adverse effect of
its activities that could result in environmental damages,
controlling the level of consumption of natural resources
and promoting environmental awareness among its
employees at workplaces. In production, the Group has
regularly inspected and monitored the production process
to ensure strict compliance with relevant laws and
regulations on emissions. In office, management has
persistently reminded colleagues to protect the
environment by continuous actions in respect of recycling
paper and plastic, used toner cartridges, and turning off
unused electric devices. Management has also kept
colleagues abreast of various environmental issues and
encouraged colleagues to participate in activities like tree
planting.

3. SOCIAL ASPECTS

3.1 Employment

The Group employs about 171 employees on a
permanent basis, and the manufacturing segment
accounts for more than 90% of the Group’s workforce.
The statistics of the Group’s workforce and employee
turnover rate of the manufacturing segment are set out as
below:

Total workforce by gender and age group (of the
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3. HEEME

3.1 EfE
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Group) BE(KEEF)

Age

Fir
Below 30 Between 30-50 Over 50 Total
Gender % Bl 303 AT 30 Z505% 505% JA £ A5t
Male 3 3 33 29 65
Female o8 7 86 13 106
Total wEt 10 119 42 171
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3. SOCIAL ASPECTS (Continued)

3.1 Employment (Continued)

Employee turnover rate (%) by gender and age
group (Manufacturing segment only”*)

3. £=EFEHEW®W)

3.1 BE @)

BUFIRFREE 7 Z2EE
MAKF (%) (ERED )

Age
FHR
Below 30 Between 30-50 Over 50 Total
Gender 1 5l 30E AT 30 Z505% 505% M £ #at
Male S 0% 22% 4% 14%
Female* o 0% 6% 100% 13%
Total HEl 0% 11% 29% 13%
" Information relating to the manufacturing segment is disclosed, as = BRHRESENERIELFRE
the employee turnover rate of the trading segment and Hong Kong BESDELREBETNEE

headquarters is insignificant.

Turnover rate for female employees with age over 50 was 100% as
a result of retirement

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

During the Period, the Group did not breach any
employment laws and regulations in the PRC, Hong Kong
and Malaysia.
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3. SOCIAL ASPECTS (continued) 3. £EEH®W

3.2 Health and Safety 32 REHEZE

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

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

For the Group’s factory in China, management has
persistently upheld the principle of safe production and
observed the requirements of the “Law of the Prevention
and Control of Occupational Diseases” (BRI IAED ).
There is no allowance of any personal consideration but
strict compliance of the requirements under the GMP
standards and the relevant laws and regulations.
Management has regularly conducted safety examinations
for production equipment, conducted drills and provided
training to employees in order to increase their awareness
and involvement in accident prevention.

During the Period, the Group did not breach any laws and
regulations in relation to occupational health and safety
and there were no work-related fatalities in the Group’s
operations but 1 work injury case (2020: 8 cases) in the
manufacturing segment resulting in 13 lost days (2020:
74 days). Measures have been taken to strengthen the
production safety with the aim of minimising risk of injury
through safety publicity and education in order to enhance
consciousness of all employees.
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3. SOCIAL ASPECTS (Continued) 3. HEEEMm
3.2 Health and Safety (Continued) 32 REHEZE @)
Measures and Actions in response to COVID-19 JE ¥ 37 7 73 ik % & fif £ 89 5
R AT

As to the Group’s manufacturing operation in China, the
COVID-19 outbreak in early 2020 had led to the
temporary closure of the Group’s plants in Changchun
after the Lunar New Year holidays until mid-February
2020 in response to the nationwide containment
measures. To restore the production to normalcy,
management has been agile and promptly implemented
all necessary precautionary and preventive measures to
safeguard the health and safety of the staff in the
workplace under the guidelines and announcements of
the Chinese authorities.

Precautionary measures such as restriction on travels and
meetings, temperature screening before entering
workplaces and provision of adequate disinfection
supplies like face masks and hand sanitisers to employees
have been maintained and followed through in all
workplaces. A team of personnel is designated to monitor
regular cleaning and disinfection of areas in the respective
workplaces. Wider physical spacing is provided for
workstations and seats in meeting rooms and rest areas,
as far as practicable, while tele-conferencing is used in
place of physical meetings and split team arrangements
are enhanced, where possible. In addition, employees are
educated the need to keep social distancing and hygiene
practices and to comply with quarantine orders by the
government agencies, where applicable. All these
measures have facilitated infection control and will be
reviewed and adjusted taking into account the public
health measures imposed by the Chinese authorities. In
addition, employees are encouraged to get COVID-19
vaccination and transport arrangements are provided by
the Group to facilitate those employees who have
scheduled for getting vaccination.

With intense management efforts, the production plants
have been operating safely without any significant impact
on productivity and cost efficiency, and no COVID-19
infection case was reported during the Period.

RSB RPN EESRET -
BEEFABRRSEMAR-_ZTZ
TENNEE BHLAKEMLRE
ENHENRNEHRBRBZEERES
HEZE-Z-_ZF_AHH " N
ZR>BENBHIERE - BIRE
ERAE  RIEBE+HBEEBF
B RAE BEEEBEARAR
RNRERMELENTER R EE
M AREES TR TESATH 2
FREEZZ o

P TIES Mk s RNEHRED
T R BI IR R E R EA
T 5% P Al 4081 5808 K A (8 B 4
HERAWESAM(NAERHE
ERFR) -BEE-—MHABEE
EETIESMNERBRRES
TE-ROEATHERLT &
ERREIEH gx2EMAKERE
B EERIEE B - 0B AT AL - RIBAR
R AR5eR L L HEK
DE I o BHERE  E
HTBMRBEIERERFLERE
MOBBE YHEBERBRTEST
BEMAN®RS - TEZEHE
Hehnog T Rk SRR B I AR R B
HESFAERN DR FEERE
TRERAE - Rt AERER
B BB AE MRS AR
B UREXBLZE BRAE
BRARERENRERERMHETE -

EEEENTBESNT  £E®K
F—BEX2E1T UEBHEEN
RRABRERELEFRNEATE
M 7S & [ 70 7K HA ) 3 4 8% 45 A 4]
12U T IR 965 35 B A R SRS £



3. SOCIAL ASPECTS (Continued)

3.2

3.3

Health and Safety (Continued)

Measures and Actions in response to COVID-19
(Continued)

As to the Group’s headquarters and trading operations,
precautionary measures within office premises are also in
place and adjusted in line with the guidance by the local
government authorities, to minimise the risk of contracting
and spreading COVID-19; including keeping social
distancing and hygiene practices, wearing mask at all
time, carrying out regular cleaning and disinfection for
door grips and working areas, granting flexible work-from-
home arrangements for pregnant employees and
encouraging employees to get COVID-19 vaccination.
During the Period, the COVID-19 has limited impact on
the Group’s headquarters and trading operations.

Development and Training

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

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

The Group also provides training subsidies to support its
employees to receive external professional training to
develop and refresh their knowledge and skills.
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3.2

3.3
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3. SOCIAL ASPECTS (continued) 3. #fEEHE @)
3.4 Labour Standards 3.4 % T XA

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

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

4. OPERATING PRACTICES 4. EE

4.1 Supply Chain Management 4.1

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

AEEEEEVIZABERZE
BEHRER BE(E4RE)T
e KREREREIRAE
ZEFHE AKSEEEMRBER
BAZIEFRAETIRAHST -
ERERREFR AEEEXME
KEEREEENERNEARG
BBEFREZHHER) UHEZ
B LEEREXHLENBAR
REFR WEREBERERMHEE
BEERERTEERG  K~&E
B #& BN B 5% B I8 B 4% LE B 15 F
& e

RABEAR AKEEETER
MEMNERNER X RBERME
MERMET KB S TRRIE
MERITS -

1& 5

HEREE

AEBORERE S EHRFEM
FEISK M ERAHFERRZ
MEtREREfEZEm  BREKAE
SEREHEDERMNED AN
f‘?ﬁ%%ﬁiéf%%ﬁix°



4. OPERATING PRACTICES (Continued)

4.1

4.2

Supply Chain Management (Continued)

The Group’s GMP plants in China have established a
quality management system to regulate the production
and quality management of drugs. Since all procurement
is conducted locally, the Group has clearly notified its
vendors to comply with relevant quality standards and
provide necessary permits if so required by the relevant
laws and regulations for the goods supplied. Specific
procedures have been implemented in quality control and
inventory management in order to ensure the Group’s
products are consistently manufactured in accordance
with the registration requirements. The aim of the Group’s
management system is to minimise the risks of
contamination, detect, monitor and rectify errors in
production process.

As to the Group’s trading segment for China market, all
drugs were sourced from GMP manufacturers in Europe
and Latin America, and the Group has committed to work
closely with and provide supports to its customers for
quality control in compliance with the stringent testing
conducted by the PRC drug authorities. As stated in the
2020 ESG Report, the Group’s major imported products, i.e.
skin treatment products from Spain, have been
suspended for sale since January 2019 due to certain
issues on manufacturing practices identified in an
overseas on-site inspection by the Chinese regulatory
authorities. During the Period, there were no imports of
pharmaceutical products from overseas.

Product Responsibility

The Group places great emphasis on maintaining and
improving the quality of its products. The Group has
implemented a comprehensive quality control and
inspection procedures to ensure product quality and
safety from procurement of raw materials, packaging
materials and finished products. All products
manufactured and sold by the Group to its customers in
China have met the GMP production standards and
complied with the registration requirements with the
National Medical Products Administration.
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4. OPERATING PRACTICES (Continued)

4.2

4.3

Product Responsibility (Continued)

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

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

Anti-corruption

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

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

5. COMMUNITY INVESTMENT

As a socially responsible corporation, the Company is
committed to leverage its resources to facilitate the community
development and strongly encourages staff members to
participate in volunteering and charitable activities, such as “Dress
Casual Day” and “Blood Donation”. Staff members also support
the Lai See Packet Recycle and Reuse Programme and the
Mooncake Boxes Recycling Programme by dropping off the
unused or undamaged lai see packets and the mooncake
boxes, at the designated collection points.
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ENVIRONMENTAL KEY PERFORMANCE 6. BEREHEREANIEE(BRE
Y

INDICATORS (“KPIs”) TABLE BE] R

The following table summarises the Group’s significant KPIs TERBMABREANFFTHAEE T ERH

information as set out in this report: REWIEEEE

2020

KPIs BRENESR —E_TF
Environment RIB
Air pollutants (Kg) ERIFEY(TR)
SOx mattm 10 738
NOXx =Rl e 341 158
PM EER R - -
Greenhouse gas (Tonne CO,) BERE (W =-Sik)
Total emission: BMEEWME 2,470 2,649
Direct emission (Scope 1) BEEBEW(EEN) 1,020 965
Indirect emission (Scope 2) MR (EE2) 1,447 1,672
Indirect emission (Scope 3) R BEAR (§E[E 3) 3 12
Intensity per employee HIEERE 14 16
Wastes (Tonne) EEZE Y (WF)
Total hazardous waste produced FMEEREEEEDRE 41,330 34,000
Intensity (Hazardous waste) per employee Y REERE(EEEZEY) 242 201
Total non-hazardous waste produced FIEEEZEEEYRE 135 150
Intensity (Non-hazardous waste) per employee P ERERE(EBEEEREY) 1 1
Energy consumption REREFE
Total energy consumption: REREERSE:
Fuel consumed for vehicles (Liter) REBEBRELEFE (F) 38,650 33,822
Intensity (Fuel) per employee HEBRE (RED 226 200
Electricity (MWh) B KR ) 2,035 2,064
Intensity (Electricity) per employee %EBRE(EN) 12 12
Natural gas (thousand m?) RAR(FILFAK) 377 360
Intensity (Natural gas) per employee HEERE (RAR) 2 2
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2020
KPIs BRENER —E_FTF
Social He
Total workforce (persons)—Group TEEIT(AB)EAE— 171 169

KE
By gender: ZHERE S
Male S 65 63
Female L8 106 106
By age group: BEREE D
<30 0B LATR 10 9
30-50 30E5075% 119 122
>50 5058 A £ 42 38
By employment type: RZERBERE S :
Permanent 2 171 169
Part-time R — -
Employee turnover rate(%)— & B R K E(%)—
Manufacturing HESE

By gender: RERE S :
Male B 14% 22%
Female @ 13% 17%
By age group: RERES S :
<30 0B AR 0% 44%
30-50 302 507% 11% 16%
>50 508% A k£ 29% 23%
By employment type: BZERERES
Permanent 28 100% 100%
Part-time 0 - -
Health and safety BEERZZ
Number of work-related fatalities TEBELT A — -
Lost days due to work injury (days) TEEXNIELBS(R) 13 74




The directors present their annual report and the audited consolidated
financial statements of Extrawell Pharmaceutical Holdings Limited (the
“Company”) and its subsidiaries (collectively referred to as the “Group”)
for the year ended 31 March 2021.

PRINCIPAL ACTIVITIES AND BUSINESS
REVIEW

The principal activity of the Company is investment holding and the
activities of its principal subsidiaries and an associate are set out in
notes 40 and 22 to the consolidated financial statements respectively.

The business review of the Group and the discussion and analysis of
the Group’s performance for the year ended 31 March 2021 are set
out in the sections “Chairman’s Statement” and “Management
Discussion and Analysis” on pages 4 to 8 and pages 9 to 20 of this
annual report respectively.

A discussion on the Group’s environmental policies and performance,
and information about laws and regulations affecting the businesses
of the Group and their compliance are included in the Environmental,
Social and Governance Report on pages 43 to 60 of this annual
report. Furthermore, financial risk management and capital
management of the Group are set out in notes 42 and 43 to the
consolidated financial statement.

The above discussions and information form part of this report.

RESULTS AND DIVIDEND

The results of the Group for the year ended 31 March 2021 are set
out in the consolidated statement of profit or loss and other
comprehensive income on pages 81 to 82.

The directors do not recommend the payment of dividend in respect
of the year after taking into account factors including the Group’s
financial performance, operating and capital requirements and market
conditions. Currently, no formal dividend policy is adopted by the
Company.
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FIVE YEARS’ FINANCIAL SUMMARY

A summary of the results and of the assets, liabilities and non-
controlling interests of the Group for the last five financial years is set
out on page 192.

INVESTMENT PROPERTIES

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

PROPERTY, PLANT AND EQUIPMENT

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

SHARE CAPITAL

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

EQUITY-LINKED ARRANGEMENT

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

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

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

DISTRIBUTABLE RESERVES

As at 31 March 2021, the reserves of the Company available for cash
distribution and/or distribution in specie amounted to
HK$115,034,000 which was computed in accordance with the
Bermuda Companies Act. In addition, the Company’s share premium
account with a balance of HK$191,738,000 as at 31 March 2021
may be distributed in the form of fully paid bonus shares.

RELATIONSHIP WITH EMPLOYEES

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

MAJOR CUSTOMERS AND SUPPLIERS

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

For the year ended 31 March 2021, revenue attributable to the
Group’s five largest customers accounted for approximately 24% of
the Group’s revenue, and revenue attributable to the Group’s largest
customer accounted for approximately 6% of the Group’s revenue.
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MAJOR CUSTOMERS AND SUPPLIERS (Continued)

For the year ended 31 March 2021, purchases attributable to the
Group’s five largest suppliers accounted for approximately 73% of
the Group’s purchases and purchases attributable to the Group’s
largest supplier accounted for approximately 26% of the Group’s
purchases.

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

DIRECTORS

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

Executive directors:

Xie Yi

Cheng Yong

Lou Yi

Wong Sau Kuen

Liu Kwok Wah

Lu Zhigiang (retired on 28 August 2020)

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

Independent non-executive directors:

Fang Lin Hu
Xue Jing Lun
Jin Song

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

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

DIRECTORS’ SERVICE CONTRACTS

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

DIRECTORS’ REMUNERATION

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

DIRECTORS’ INTERESTS IN CONTRACTS

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

DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

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

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

DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

At 31 March 2021, the interests and short positions of the directors in
the shares, underlying shares or debentures of the Company or its
associated corporations within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFQ”), as recorded in the
register required to be kept by the Company pursuant to Section 352
of the SFO, or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) were as follows:

Long positions in the ordinary shares of the Company

EHEHEE

REARB ZABHAY KRAEEFH
HitSRAESERABITERE R EEM
BRI TEMARRIKELXEBZIMAE
BRI BEBEARAZEETERFHE-
o RRBERAKBEEERSRAR
BREENEZENSRABEEIRE -

EERNKRG HBEROREER
ZHEBERKXE

R-ZF-_—F=ZA=+—H BEFERAR
AREMEBEIB(EERBSF LR E G
(TEFRBEER ) EXVER) 2 Bfn - 8-
B REREY BEELRARARE
BHFRAEGRIEI2GAFEZELRMZ
B RAR IRBEMBITAESTET
ﬁ%X%ZHE—rH‘J(HT STRID B &
ARARMRTZEm AR T

RAEQRER
Number of
ordinary shares
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Approximate
percentage of

Name of director Notes Capacity and nature of interest held/entitled interests held
i EEEE PR RE =
EEnR M SOREZENE" ZEBREAR 2N B D
Xie Yi (a) Through controlled corporations 900,000,000 37.66%
3R FERZEEIR
Cheng Yong (b) Directly beneficially owned 830,000 0.04%
2B HEER®ER
Through controlled corporations 140,760,000 5.89%
FIBZIESIAF
Held by spouse 5,090,000 0.21%
B BEA
146,680,000 6.14%
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DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES (Continued)

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

Notes:

(@)

These 900,000,000 shares represent conversion shares to be allotted and issued
to the bondholder, United Gene International Holdings Group Limited (‘UG
International”) upon exercise in full of the conversion rights by UG International, at
conversion price of HK$0.6413 per share under the Company’s 20-year zero
coupon convertible bonds issued on 16 July 2013 with principal amount of
HK$577,170,000 outstanding. The entire issued share capital of UG International
is owned by JNJ Investments Ltd which is wholly owned by Biowindow Gene
Development (Hong Kong) Limited (“HK Biowindow”), and the entire issued share
capital of HK Biowindow is owned by United Gene Group Ltd (a company
incorporated in the British Virgin Islands). The issued share capital of United Gene
Group Ltd is owned as to 33% by Ease Gold Investments Limited, which is wholly
owned by Dr. Xie Yi.

At 31 March 2021, there was a total of 2,390,000,000 shares issued by the
Company, and assuming the exercise in full of the conversion rights attaching to
the Company’s convertible bonds, UG International will hold approximately
27.36% of the enlarged share capital of the Company.

1,060,000 shares and 139,700,000 shares of the Company’s shares in issue are
respectively held by Merchandise Holdings Limited and United Gene Industry
Group Limited, both are companies incorporated in the British Virgin Islands and
are wholly owned by Mr. Cheng Yong.

Save as disclosed above, as at 31 March 2021, none of the directors
had registered an interest or short position in the shares, underlying
shares and debentures of the Company or any of its associated
corporations that was required to be recorded pursuant to Section
352 of the SFO, or as otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code.
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES
AND DEBENTURES

At no time during the year were rights to acquire benefits by means of
the acquisition of shares in, or debentures of, the Company or any
other body corporate granted to any directors or their respective
spouses or minor children, or were any such rights exercised by
them, or was the Company or any of its subsidiaries a party to any
arrangement to enable the directors, their respective spouses or
minor children to acquire such rights in any other body corporate.

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

At 31 March 2021, the following interests and short positions of 5%
or more of the shares and underlying shares of the Company were
recorded in the register required to be kept by the Company pursuant
to Section 336 of the SFO.

Number of Long (L) or
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Approximate

Name of Capacity and ordinary shares Short (S) percentage of
substantial shareholder Notes nature of interest held/entitled position interests held
i BREFEE HELR PR
FTERRHER e BOREREMEE ZEBREAR KE(S) 2B DL
Mao Yumin Directly beneficially 189,920,000 L 7.94%
owned
EHER BEEEHE
(@  Through controlled 900,000,000 L 37.66%
corporations
i R ki NI
1,089,920,000 45.60%
Huang Zhenping Directly beneficially 150,000,000 L 6.28%
owned
=R BEEEHE
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES (Continued)

Note:

(@)

These 900,000,000 shares represent conversion shares to be allotted and issued
to the bondholder, United Gene International Holdings Group Limited (‘UG
International”) upon exercise in full of the conversion rights by UG International, at
conversion price of HK$0.6413 per share under the Company’s 20-year zero
coupon convertible bonds issued on 16 July 2013 with principal amount of
HK$577,170,000 outstanding. The entire issued share capital of UG International
is owned by JNJ Investments Ltd which is wholly owned by Biowindow Gene
Development (Hong Kong) Limited (“HK Biowindow”), and the entire issued share
capital of HK Biowindow is owned by United Gene Group Ltd (a company
incorporated in the British Virgin Islands). The issued share capital of United Gene
Group Ltd is owned as to 33% by United Gene Holdings Limited, which is wholly
owned by Dr. Mao Yumin.

Save as disclosed above, as at 31 March 2021, no person, other
than certain directors of the Company, whose interests are set out in
the section “Directors’ interests and short positions in shares,
underlying shares and debentures” above, had registered an interest
or short position in the shares or underlying shares of the Company
that was required to be recorded pursuant to Section 336 of the SFO.
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CONNECTED AND RELATED PARTY
TRANSACTIONS

There were no connected transactions entered into by the Group
during the year. Details of the material related party transactions
entered into by the Group which do not constitute connected
transactions under the Listing Rules for the year are set out in note 38
to the consolidated financial statements.

CONTRACTS OF SIGNIFICANCE

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

EVENTS AFTER THE REPORTING PERIOD

On 12 May 2021, the Company as the bondholder and Innovative
Pharmaceutical Biotech Limited (“Innovative Pharm”) as the issuer of
the HK$715,000,000 convertible bond due on 28 July 2021 ('Innovative
Pharm Bonds”), entered into, the second deed of amendment (“Second
Amendment Deed”) to further amend certain terms and conditions of
the Innovative Pharm Bonds in respect of the extension on the
maturity date and the payment of the interest of the Innovative Pharm
Bonds (“Second Amendments”), and the second deed of waiver
pursuant to which the Company granted to Innovative Pharm a waiver
in respect of obligations of Innovative Pharm to the extent necessary
and solely to effect the Second Amendments. The transaction
contemplated under the Second Amendment Deed in respect of the
Second Amendments constitutes a major transaction for the
Company which is subject to the reporting, announcement and
shareholders’ approval requirements under Chapter 14 of the Listing
Rules. Please refer to the Company’s announcement dated 12 May
2021 for further details.

Save as disclosed above, there is no other material subsequent event
occurred after 31 March 2021 and up to the date of this report.
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SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and
within the knowledge of the directors, at least 25% of the Company’s
total issued share capital was held by the public during the year and
up to the date of this report.

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as set
out in Appendix 10 to the Listing Rules as the Company’s code of
conduct for dealings in securities of the Company by the directors.
Based on specific enquiry of the directors, the directors have
complied with the required standard set out in the Model Code
throughout the year ended 31 March 2021.

PURCHASE, SALE OR REDEMPTION OF
LISTED SECURITIES OF THE COMPANY

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

PRE-EMPTIVE RIGHTS

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

The Company has established an Audit Committee (the “Committee”),
with written terms of reference, in compliance with Rule 3.21 of the
Listing Rules, for the purpose of reviewing and providing supervision
over the financial reporting process and risk management and internal
control systems of the Group. The Committee comprises three
INEDs. The Group’s financial statements for the year ended 31 March
2021 have been reviewed by the Committee. The Committee is of the
opinion that such financial statements comply with the applicable
accounting standards, and Stock Exchange’s and legal requirements,
and that adequate disclosures have been made.

AUDITOR

The Company’s consolidated financial statements for the year were
audited by Elite Partners CPA Limited, who will retire and, being
eligible, offer themselves for re-appointment as auditor of the
Company at the forthcoming annual general meeting.

On behalf of the Board

Dr. Xie Yi
Chairman

Hong Kong, 29 June 2021
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INDEPENDENT AUDITOR'’S

elite
< partners

CERTIFIED PUBLIC ACCOUNTANTS

To The Shareholders of
Extrawell Pharmaceutical Holdings Limited
(Incorporated in Bermuda with limited liability)

OPINION

We have audited the consolidated financial statements of Extrawell
Pharmaceutical Holdings Limited (the “Company”) and its subsidiaries
(together referred to as the “Group”) set out on pages 81 to 191,
which comprise the consolidated statement of financial position as at
31 March 2021, 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 2021, 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 (“HKSASs”) 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.
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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 for the year ended 31 March 2021. 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.

(1) Impairment assessment of an associate

Key audit matters
BEREXSIE

FARELSEE
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(1) R—EBE Q[ ZREE

As at 31 March 2021, the Group has interest in an
associate of approximately HK$324,018,000
representing 49% equity interests in Smart Ascent

Our major audit procedures to address this matter
included the following:
EEREBZFRAZFEERERFBENOT

Limited.
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For the purpose of impairment assessment, the
Group appointed an independent external valuer to
assess the recoverable amount of the interest in an o

associate.
REERENS ESECZEBILIINITEE
A ER — A E AR Em s T B &5 - .

We had identified the impairment assessment of
interest in an associate as a key audit matter 4
because significant management judgement was
required to determine the recoverable amount for the
interest in an associate.

EECHEMNR —HBE QR 2R 2 RERMNE
REREZEE RESEBBEAELEXNAEN
NEER—FBE QR Z R 2 P B S5 -

We discussed with management whether any
impairment indicator exists and basis for the
impairment recognised;
EECHEEBNRER FEEARMEDTR
Ko W SRR B By B

We discussed with management and relevant
professionals about the In-process R&D of oral
insulin product;
EECHEEEMEBEEA LN ®AERO
RS RERETH 2

We obtained and assessed the fair value
calculations methodology provided by the
management including but not limited to the
reasonableness of key assumptions applied (e.g.
operating margins, terminal growth rates and
discount rates), the accuracy and reliance of the
input data used; and
BRWRHEREMREHR 2 FES
BRZ%E BEETIRRMEREEM/Z(F
MEERMN KABEEREREX) 268
M PEREABE EEERATSES: &

=y
=

We evaluated the competency of the
independent external valuer taking account its
experience and qualifications.
EEEEBIIIEEM 2N XER
HEBEER -
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KEY AUDIT MATTERS (Continued) R EZEE @)

M BERREZRER G

(2) Impairment assessment of property, plant and 2
equipment

Key audit matters

BAREXER

As at 31 March 2021, the Group has property, plant
and equipment of approximately HK$131,075,000.
R-ZZE-_—-—F=A=+—H  E£EEYX-
i 5 % 5% 1% #7131,075,000%8 7T °

For the impairment assessment, the Group
appointed an independent external valuer to assess
the recoverable amount of property, plant and
equipment.

SEHERENS - EXECZEBLINBMHE
HEEEE/ER iﬂ%& R AT B & AR o

We had identified the impairment assessment of
property, plant and equipment as key audit matter
due to the significant judgement involved by the
management in impairment assessment.
EERIIEZE Fi%& R 2 ERT L R R R
V%Iﬁ RAREEEAMBENGIELERXR
H

Our major audit procedures to address this matter
included the following:

FREZFRZIBZEREFBFENT

° We assessed the fair value calculations
methodology used and the appropriateness of
the key assumptions adopted in the fair value
less cost of disposal;
EECNEERAZAFEFERERR
BERLEEXNETAEA FBRELEE |$

° We discussed with management whether any
impairment indicator exists and basis for the
impairment recognised;

o HEREMNwmELR FEEABETR
&ﬁﬁ@m/@i@ﬁ'\]%+ ;

° We challenged the reasonableness of key
assumptions based on our knowledge of the
business and industry;

s EFERBASURBLRITENNE EH
TERRZAEE:

° We checked on sampling basis, the accounting
and relevance of the input data used; and

e EEFEEUMBEIAREMERBABEEZS
FrERENEEN &

o We evaluated the competency of the
independent external valuer taking account its
experience and qualifications.

e EELTAMBMINEEERMZEN  LEE
HEBRER -
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1& 11 1% Y6 ¥ 5

(#&)

KEY AUDIT MATTERS (Continued)

)

Valuation of convertible bonds under financial
assets at fair value through profit and loss

Key audit matters

BREXER

FAREXEE @
B BAFPETABRZZEHEE
BTz RESEE

As at 31 March 2021, the Group’s investment in
convertible bonds classified as financial assets
measured at fair value amounted to approximately
HK$466,322,000. Financial instruments which had
significant unobservable inputs in the valuation, and
hence were categorised within level 3 of the fair value
hierarchy, involved a higher degree of uncertainty in
their valuation.

RZE_—F=A=+—0B B5EBEIEAR
BAVTEABZEREEZTRRESFKRERN
466,322,000 7T - NIEER A E R T B 2 #H
AEEZ2MTIAE(ARSERE=RAFEE
&) HEELSRaETEEN -

For the valuation, the Group appointed an
independent external valuer to assess the valuation
amount of convertible bonds under financial assets
at fair value through profit and loss.

REEMS EXECZEBELINSGERMT
EEAFEFABSEZEMEER T 2 £ K

BHHGERRE-

The Group has applied valuation techniques to
determine the fair value of financial instruments that
are not quoted in active markets. These valuation
techniques, in particular those that include significant
unobservable inputs, involve management using
subjective judgements and assumptions. With
different valuation techniques and assumptions
applied, the valuation results can vary significantly.
HRRAERMSRENERIA E5EHD
RAMGERMRETEHEQFE-  ZFEHERMY
REBEz FHHAGERSR LEBEEARNA
BRm ABBEsZHERNRE - SKATRNME
Bt RBR® - AIFEBATE 2 HEER

Our major audit procedures to address this matter
included the following:
EREBUEEZIEZEEREFEEOAT

° Our audit procedures were designed to
challenge the assumptions and critical
judgements of the Group’s valuation and
accounting treatment for convertible bonds
under financial assets at fair value through profit
and loss;

e EEEFINERFEREENR EEEHEATE
FFARRZEREER N2 A BRESEE
K&t B I B R AR Ko B o 1 U

° We evaluated the appropriateness of the models
used by management for the valuation of the
convertible bonds;

e EECDHNHEREERIIRRESHEMRER
2Bz a@EM%

o We also evaluated the reasonableness and
appropriateness of the unobservable and
observable inputs used for the convertible
bondS'and

J ENME AR BRRESAER 2 T8
%&T&ﬁ%ﬁm)\%ﬁﬁ%éﬁ MREBENE &

o We evaluated the competency of the
independent external valuer taking account its
experience and qualifications.
EEEAEBEIIIBHEM 2T XEE
HEGBRER -
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INFORMATION OTHER THAN THE
CONSOLIDATED FINANCIAL STATEMENTS
AND AUDITOR’S REPORT THEREON

The directors are responsible for the other information. The other
information comprises the information included in the annual report
but does not include 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 DIRECTORS AND
THOSE CHARGED WITH GOVERNANCE FOR
THE CONSOLIDATED FINANCIAL
STATEMENTS

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

Those charged with governance are responsible for overseeing the
Group’s financial reporting process.

REPORT (coNTINUED)
18 XL B R & (@)

RE R AR R AR S S
ZEH

.
-

EFEAHHEMENAR HUERERF
BANHEER ETERGEAVBERR KX
BEBE EEHEAVBRRZIEALY
THEEMER BEENTEREER
EREAMNEE G o

IEREAMBREAME BFEZEER
BEEMER  WHELBESR ZEEME
HEREGAMBHRRAEZTEERRBE
THTHRAOBREERTT HELUFE
EAHERRL -EREBEFERTZIIE
EERREBERBERERRL BF
FEREAHFEE -HRUME  EFHER
SEMEER-

!
i
Vg
i
m

EXRERBEEEAM2ERM2E
BMERERNRBFTERAGI ZHE
RE REBEBEERAFERZEEMBR
RNRBFEETRA/VEZAHAAE
Bl NERBREREAMBBRRE T FESR
RERGFFEERME Bz ERE R -

ERECAVBHRRE EFAANMG
EEERBREZREN YEBEBREN
THREEARSEKLZERNER  URER
FERERSFIER KRIEFTAEH
BEEEBRIFLLLE  HKU 25
HMBEROBER TSR

REEREEE ESEMNMBHRERE-
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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. This report is made solely to you, as
a body, in accordance with section 90 of Bermuda Companies Act
1981, and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents of this
report. Reasonable assurance is a high level of assurance, but is not
a guarantee that an audit conducted in accordance with HKSAs wiill
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 skepticism
throughout the audit. We also:

° |dentify 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.

R Bt 5 R R A

E-I

ZE ﬁ%ﬁﬁ
2 E

i

,IIﬂH’r

BEEZEBRRYEAMBBRREBBRES T
FEBRUFRERMEBR I EMERE
RRAMFEERE YHABEESE
RZBHMEE EEREBRE(-AN
€$‘QH%%MEWFQW¢%¥%
BE REZIANRSHELMGEN - F

AW$ﬁ¢ZW*ﬁEHﬁMAi%
ii%ﬁ&ﬂa& BERESRKER

CETRERBERBTARTENETHE
ﬁ@%?ﬁ%ﬁ%%ﬁﬁ°%%ﬁﬁ7%
HARF B AR 5| & - friiZ & TR A &5 &R
BR At 18 71 2k BE 48 42 2R A B %2 & 4R & BT 75 3R
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AR R AT AR AEE K o

EREEEEFENETERNBIES
BEEERTEFHE ﬁ%%ﬁﬂﬁ$%
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INDEPENDENT AUDITOR’S

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

° 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 those charged with governance 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 those charged with governance 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 action taken to eliminate
threats or safeguards applied.

REPORT (coNTINUED)
18 XL B R & (@)

BB M BZAES M IEHRER AR
E2EEm@m
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REPORT (coNTINUED)
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

From the matters communicated with those charged with
governance, we determine those matters that were of most
significance in the audit of the consolidated financial statements for
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 the independent
auditor’s report is Mr. Leung Man Kin with Practising Certificate
number PO7174.

Elite Partners CPA Limited
Certified Public Accountants

10th Floor,

8 Observatory Road,
Tsim Sha Tsui,
Kowloon, Hong Kong

29 June 2021

B B 2 4 AR & B 7% R ARk AR
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS
AND OTHER CDMPREHENSIVE INCOME
molEnHEhZ @i m

ZE=E= —kE= B =Sr— (B It 4=

For the year ended 31 March 2021 &

T —FER

2021 2020
el T E=F
Notes HK$’000 HK$’000
B 7 FE T FAT
Revenue o= 6 78,802 77,584
Cost of sales $HE KA (36,236) (34,668)
Gross profit E F 42,566 42,916
Other income H o A 7 6,205 12,932
Other gains and losses, net b Wy o N B 1R UHRR 8 (100,879) 93,153
Selling and distribution expenses HENRDHER (29,544) (24,552)
Administrative expenses THER (23,890) (26,445)
Share of results of an associate JEfE — B E AR EE (2,879) (3,165)
Finance costs B 75 Ak ZX 10 (11,242) (9,348)
(Loss)/Profit before income tax BT B R AT (B518), &% 9 (119,663) 85,491
Income tax credit FTiEfi & 13 - 90
(Loss)/Profit for the year TEE (BB #5R (119,663) 85,581
Other comprehensive income/ Hi 2wz (FxX)
(expense)
Item that may be reclassified subsequently H 74 B] g & #7 7 B = 18 75 19
to profit or loss EH
Exchange differences on translation of ~ G N ER 2 B W =4
foreign operations 9,109 (7,304)
Other comprehensive income/(expense) 2N 4F & H fth 2 E W 25
for the year (FAx%) 9,109 (7,304)
Total comprehensive (expense)/ AEE2HEBIX) WH
income for the year HEg (110,554) 78,277
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS
AND OTHER COMPREHENSIVE INCOME (coNTINUED)
GolEaMEMEZERNAR T @

For the year ended 31 March 2021 HE—T-—F=FA=+—HIFE

2021 2020
TEC—F |EEiiead
Notes HK$’000 HK$’'000
B 7 FET FAT
(Loss)/Profit for the year DTATEGREFE
attributable to: (BB’), &F -
Owners of the Company ViN/NETE F SN (121,098) 83,280
Non-controlling interests Ei g o 1,435 2,301
(119,663) 85,581
Total comprehensive (expense)/ DTFTATEGEXEER2A
income for the year attributable to: (%) WatssE:
Owners of the Company RATHEA A (111,990) 75,843
Non-controlling interests JEIE AR S 1,436 2,434
(110,554) 78,277
HK cents HK cents
AL AL
(Loss)/Earnings per share for (loss)/ Zx7AR#EHE AELL (B5i8),
profit attributable to BRZER(EER) BT
owners of the Company:
— Basic —®EK 14 (5.07) 3.48
— Diluted —#E 14 (5.07) 2.81
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CONSOLIDATED STATEMENT OF
FINANCIAL POSITION
4 S Bl B AR IR =

As at 31 March 2021 W —ZE-——F=HA=+—H

2021 2020
el T E=F
Notes HK$’000 HK$’000
B 7 FE T FAT
NON-CURRENT ASSETS IRBEE
Investment properties KEYE 16 1,260 1,319
Property, plant and equipment ME - WENEE 17 131,075 126,070
Right-of-use assets FEREEE 18 12,488 14,005
Intangible assets EEAEE 19 1,807 1,807
Financial assets at fair value through BAVEFAEBEG EMEE
profit or loss 20 466,322 571,065
Financial assets at fair value through BAFEFAEMEERZD 2
other comprehensive income TRUEE 21 — —
Interest in an associate J‘J‘A —EEE N NR 2R 22 324,018 326,897
Loan to an associate BEXTF—HEEE QA 23 16,118 15,383
Deferred tax assets BEERBEE 32 69 69
953,157 1,056,615
CURRENT ASSETS REBEE
Inventories FE 24 7,558 5,865
Trade and bills receivables B S5 REBERRERERE 25 9,130 10,484
Deposits, prepayments and Ze ENZRER
other receivables H th fE Y ZE 26 2,263 4,787
Amount due from an associate FEU — Bt R Al 5K 23 41,947 38,377
Financial assets at fair value through BAVEFAERZ ’\‘ﬁ mEE
profit or loss 20 1,786 1,652
Pledged bank deposits BEFIRITER 27 21,688 21,493
Cash and bank balances Be MIBITES 28 126,710 126,437
211,082 209,095
CURRENT LIABILITIES ﬁﬁﬁf*
Trade and bills payables B ENERMEMNERE 29 6,692 6,239
Accruals, other payables and contract %E\ REA HMENRER
liabilities aHEE 30 33,893 36,052
Lease liabilities HEBE 31 1,771 1,692
Deferred income on government grants I fiF 4 B 2 & & U A 34 127 117
Tax payable FETH 18 15,410 14,232
57,893 58,332
NET CURRENT ASSETS REBEEFE 153,189 150,763

83



Extrawell Pharmaceutical Holdings Limited #5182 ZE2£ 2% AR A A

CONSOLIDATED STATEMENT OF
FINANCIAL POSITION (coNTINUED)
fr B S A IR &R (@)

As at 31 March 2021 R=—ZE=-—F=HA=1+—H

2021 2020
TEC—F |EEeiieeiad
Notes HK$’000 HK$'000
B 7 FET FAT
TOTAL ASSETS LESS CURRENT BEERREBAEE
LIABILITIES 1,106,346 1,207,378
NON-CURRENT LIABILITIES FRBEE
Convertible bonds R (& & 33 69,980 58,950
Lease liabilities HEBE 31 2,123 3,894
Deferred income on government grants B fF 4 B 27 ¥ SE Ug A 34 4,949 4,686
77,052 67,530
NET ASSETS EEFE 1,029,294 1,139,848
EQUITY R
Share capital A% 7 35 23,900 23,900
Reserves [EX 37 1,006,605 1,118,595
Equity attributable to owners of the 7 A Rl #EH A FELRE
Company 1,030,505 1,142,495
Non-controlling interests IR RE 40 (1,211) (2,647)
TOTAL EQUITY B 1,029,294 1,139,848
On behalf of the Board REREFS
Xie Yi Wong Sau Kuen
EE E5HE
Director Director

EF EF
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T —FER

CONSOLIDATED STATEMENT OF
CHANGES IN EGUITY

-- n nu
GO ZENE
For the year ended 31 March 2021 & Z - -—F=A=+—HItFE
Foreign Convertible
currency bonds Non-
Share  Share Capital Contribution translation equity FVTOCI Retained controlling
capital premium reserve surplus reserve reserve  reserve earnings Sub-total interests Total
BROTE
AR
TRRES 2EUE FER
BE ROGEE EXFHE BABs ERRG EERE <BHE REEY At i @t
HK$'000 HK$'000 HK$'000 HK$'000  HK$000  HK$'000 HK$'000 HK$000 HK$000 HK$000 HK$'000
TEr Thrn Tix Tér Thzr TEx TEx TEx Tz TEx Thx
At 1 April 2019 RZE-N%E
mA—H 23900 191,738 6,542 4,839 27945 512,359  (83,086) 382,415 1,066,652 (5,081) 1,061,571
Profit for the year REEEH - - - - - - — 83280 83280 2301 85581
Exchange differenceson B E B EHE A
translation of foreign LERES
operations - - - - (7,437) - - - (7,437) 133 (7,304)
Total comprehensive 2ERE/
income/(expense) (AY)em - - - - (7,437) - - 83280 75843 2434 78277
At31March2020and1  H-ZE-ZF
April 2020 =A=1—H
kZZ_%%
mA—A 23900 191,738 6,542 4,839 20508 512,359  (83,086) 465,695 1,142,495 (2,647) 1,139,848
Loss for the year AFEEER - - - - - - - (121,008) (121,098) 1,435 (119,663)
Exchange differenceson B EENEKEE
translation of foreign LERES
operations - - - - 9,108 - - - 9,108 1 9,109
Total comprehensive 2ERD) M
(expense)/income ok - - - - 9,108 - - (121,098) (111,990) 1,436 (110,554)
At 31 March 2021 i ——E
ZA=+-H 23900 191,738 6,542 4,839 29,616 512,359  (83,086) 344,597 1,030,505 (1,211) 1,029,294
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CONSOLIDATED STATEMENT OF
CASH FLOWS
ml-ﬁ iqgﬂllg%

For the year ended 31 March 2021 HZEZ-"Z——#F=A=+—HItFE

2021 2020
e e T _TF
HK$’000 HK$’000
FET FHBT
Cash flows from operating activities BRETHZEHERE
(Loss)/Profit before income tax BRETISELAT (B51B), % F (119,663) 85,491
Adjustment for: FEATIER :
Depreciation of right-of-use assets CREEEZIE 2,159 467
Depreciation of investment properties REWMEZIE 59 59
Depreciation of property, plant and YE BEMREZITE
equipment 5,906 5,835
Gain on disposal of property, plant and HEME  WERZH K=
equipment - (85)
(Reversal of)/Provision for impairment loss Z oW EREFUREEE (EE),
on trade receivables, net BEFE (2,730) 5,921
(Reversal of)/Provision for impairment loss FEREBE(BL) #E
on inventories, net HER (60) 253
Change in fair value on financial assets at BAVEGFABRCEREER
FVTPL — investments in convertible FEEE - ARRESKRE
bonds 104,743 (101,328)
Change in fair value on financial assets at BEATEGFABRZEMEE
FVTPL — bank structured product NEEES —BITEBEER (40) (51)
Share of results of an associate R —MEE R A ¥E 2,879 3,165
Effective interest expense on MR ESRZERFE
convertible bonds G 11,030 9,315
Imputed interest income from amount due  EW — R L AT RB L HE
from an associate ) 2 A (8,570) (8,989)
Interest income B WA (860) (3,264)
Amortisation of deferred income RPN E S (123) (121)
Loan interest income from RE—EEEQR 2 ERFE
an associate I A (735) (556)
(Reversal of)/Provision for impairment loss H b B W S IE R E & 18
on other receivables (@), #E (1,094) 4,517
Interest expenses on lease liabilities HEAGBZFERX 212 33
Operating cash flows before movements in =~ & E & & S B pT 2 K&
working capital BEemnE (1,887) 662
Increase in inventories FEE N (1,633) (279)
Decrease in trade and bills receivables B 5 R R R R E &R 823 6,342
Decrease in deposits, prepayments and other &4 - & { 7k 18 2 H th fE Uk 70 18
receivables A 3,595 1,989
Increase/(Decrease) in trade and bills BSEMNERREMNEZEE N
payables Cm ) 453 (1,886)
Decrease in accruals, other payables and TERER  HMEMREBERE L
contract liabilities gERD (2,159) (20,149)
Cash used in operations EEAZRS (808) (13,321)
Income tax (paid)/refunded (B, REMBR (44) 70
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CONSQOLIDATED STATEMENT OF
CASH FLOWS (coNTINUED)

= [\ A\ vy —]} =
oRERER @
For the year ended 31 March 2021 B EZ =T -—F=FA=+—HItFE

2021 2020

—E-—F N2

HK$’000 HK$’000

FE&T FA&T

Net cash used in operating activities KETEBHMACRSEE (852) (13,251)
Cash flows from investing activities RETHMEEZEESRE

Interest income received B YF B A 832 3,026

Proceeds from disposal of property, plant and I E ¥ % - BB K& & 2 5

equipment KIE - 85
Purchase of property, plant and equipment BB E W K= L& G (721) (162)
Short term investment’s return received B U5 B & B 2R 40 51
Loan made to an associate BERTF—MBE QT - (9,800)
Increase in pledged bank deposits B 10 85 77 77 FE 0 (195) (499)
Net cash used in investing activities RETEMAZRS RS (44) (7,299

Cash flows from financing activities

MEEFDFEEZHERE

Repayment for lease liabilities BEHEARE (1,692) (208)
Interest paid 2 AT FLE (212) (33)
Net cash used in financing activities METEMAZRESFE (1,904) (241)
Net decrease in cash and cash ReRESEEEARDFE

equivalents (2,800) (20,791)
Effect of foreign exchange rate change /M E RS E 2 & 3,073 (1,674)
Cash and cash equivalents at beginning T vRE&ERBE£ZEEH

of year 126,437 148,902
Cash and cash equivalents atend of year F A > HE R RS ZEEEE 126,710 126,437
Analysis of the balances of cash and RERBRESHEBEBEZ2EH N

cash equivalents
Cash and bank balances

B MIRT1T 4 126,710 126,437
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

lllm
For the year ended 31 March 2021 &#Z—-F ——

(1)

()

S Bl 35 ¥R 2% Pid 5+

GENERAL

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

The Company is an investment holding company (together with
the subsidiaries referred to as the “Group”). The principal
activities of its subsidiaries and an associate are set out in notes
to the consolidated financial statements.

ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”)

(@) Adoption of new/revised HKFRSs — effective
1 April 2020

The Hong Kong Institute of Certified Public Accountants
(“HKICPA”) has issued a number of new or amended HKFRSs
that are first effective for the current accounting period of the
Group:

Amendments to HKFRS 3 Definition of a business

Amendments to Definition of material
HKAS 1 and HKAS 8
Amendments to HKFRS 9,

HKAS 39 and HKFRS 7

Interest rate benchmark reform

The application of the new/revised HKFRSs and amendment to
HKFRSs in the current year has had no material impact on the
Group’s accounting policies.

F=RA=+—HILFE

(1)
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AI([BERFT ) EtR Ehe Hexfiifi=
& 3t 31k 52 7 Clarendon House, 2 Church
Street, Hamilton HM 11, Bermuda ° /H\I
ZEEWHEURNESHARABAE
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For the year ended 31 March 2021 & Z - -—F=A=+—HItFE

(20 ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING

STANDARDS (“HKFRSs”) (Continued) ,JJJ) (&)
(b) New/revised HKFRSs that have been issued (b) EEMEBRERZHE
but are not yet effective KIEFTE B KR EER

The following new/revised HKFRSs, potentially relevant to the
Group’s consolidated financial statements, have been issued,
but are not yet effective and have not been early adopted by

BAT LSRG 12 04 5 A K R AR R M3 R
R K2 AT B0
SR BT L B AR 2 R A BB R A

the Group. The Group’s current intention is to apply these

changes on the date they become effective.

Amendments to
HKFRS 16

Amendments to HKFRS 9,
HKAS 39, HKFRS 7,
HKFRS 4 and HKFRS 16

Amendments to
HKFRS 16

Amendments to
HKAS 37

Annual improvements to
HKFRSs

Amendments to
HKAS 16

Amendments to HKFRS 3

Amendments to
HKAS 1

Amendments to HKFRS 10
and HKAS 28

HKFRS 17

Amendment to HKAS 1 and
HKFRS Practice
Statement 2

Amendment to HKAS 8

1
2

3

COVID-19 — Related Rent Concessions'

Interest Rate Benchmark Reform —
Phase 22

COVID-19 — Related Rent Concessions
beyond 30 June 2021°

Onerous contracts — Cost of fulfilling
a contract*

Annual improvements to HKFRSs 2018-2020
cycle*

Property, plant and equipment: Proceeds
before intended use*

Reference to the conceptual framework*

Classification of Liabilities as Current or
Non-current and related amendments to

Hong Kong Interpretation 5 (2020)°

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

Insurance Contracts and the related

Amendments®
Disclosure of Accounting Policies®

Definition of Accounting Estimates®

Effective for annual periods beginning on or after 1 June 2020.
Effective for annual periods beginning on or after 1 January 2021.
Effective for annual periods beginning on or after 30 June 2021.
Effective for annual periods beginning on or after 1 January 2022.
Effective for annual periods beginning on or after 1 January 2023.

Effective for annual periods beginning date to be determined.

ﬁf@ $EIEFN7§ A2 =38 Bl A
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B IE
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For the year ended 31 March 2021 HE—T-—F=FA=+—HIFE

(3) BASIS OF PREPARATION

3.1

3.2

3.3

Statement of compliance

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

Basis of measurement

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

Functional and presentation currency

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

3.1

3.2

3.3

(3) AmBE %
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For the year ended 31 March 2021 & Z - -—F=A=+—HItFE

(4) SIGNIFICANT ACCOUNTING POLICIES

4.1 Basis of consolidation

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

The results of subsidiaries acquired or disposed of during
the year are included in the consolidated statement of
profit or loss and other comprehensive income from the
dates of acquisition or up to the dates of disposal, as
appropriate. Where necessary, adjustments are made to
the financial statements of subsidiaries to bring their
accounting policies into line with those used by other
members of the Group.

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

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

(4 ERSFTHE

4.1
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For the year ended 31 March 2021 HZEZ-"Z——#F=A=+—HItFE

(4) SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4.2

4.3

Subsidiaries

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

In the Company’s statement of financial position,
investments in subsidiaries are stated at cost less
impairment loss, if any. The results of subsidiaries are
accounted for the Company on the basis of dividend
received and receivable.

Associate

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

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

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

4.2

4.3
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(4) SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4.3

4.4

Associate (Continued)

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

Goodwill

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

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

4.4

4.5

Goodwill (Continued)

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

Property, plant and equipment

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

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

4.4

4.5
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(4) SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4.5

4.6

Property, plant and equipment (Continued)

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

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

6.67%-20%

10%-30%

Buildings

Plant and machinery

Furniture, fixtures and
equipment

Motor vehicles 20%

An asset is written down immediately to its recoverable

amount if its carrying amount is higher than the asset’'s

estimated recoverable amount.

The gain or loss on disposal of an item of property, plant
and equipment is the difference between the net sale
proceeds and its carrying amount, and is recognised in
profit or loss on disposal.

Investment property

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

The land component of leasehold investment property is
accounted for as right-of-use assets.
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(4) SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4.6

4.7

Investment property (Continued)

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

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

Leasing

Accounting as a lessee

All leases (irrespective of they are operating leases or
finance leases) are required to be capitalised in the
statement of financial position as right-of-use assets and
lease liabilities, but accounting policy choices exist for an
entity to choose not to capitalise () leases which are
short-term leases and/or (i) leases for which the
underlying asset is of low-value. The Group has elected
not to recognise right-of-use assets and lease liabilities for
low-value assets and leases for which at the
commencement date have a lease term less than 12
months. The lease payments associated with those
leases have been expensed on straight-line basis over the
lease term.

4.6

4.7
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(4) SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(4) ERZEHE@m

4.7 Leasing (Continued) 47 AE @)

Accounting as a lessee (Continued)

Right-of-use asset

The right-of-use asset is recognised at cost and would
comprise: (i) the amount of the initial measurement of the
lease liability (see below for the accounting policy to
account for lease liability); (i) any lease payments made at
or before the commencement date, less any lease
incentives received; (i) any initial direct costs incurred by
the lessee; and (iv) an estimate of costs to be incurred by
the lessee in dismantling and removing the underlying
asset, restoring the site on which the underlying asset is
located or restoring the underlying asset to the condition
required by the terms and conditions of the lease. Except
for right-of-use asset that meets the definition of an
investment property or a class of property, plant and
equipment to which the Group applies the revaluation
model, the Group measures the right-of-use assets
applying a cost model. Under the cost model, the Group
measures the right-of-use assets at cost, less any
accumulated depreciation and any impairment losses,
and adjusted for any remeasurement of lease liability.

Lease liability

The lease liability is recognised at the present value of the
lease payments that are not paid at the date of
commencement of the lease. The lease payments are
discounted using the interest rate implicit in the lease, if
that rate can be readily determined. If that rate cannot be
readily determined, the Group uses the Group’s
incremental borrowing rate.
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(4) SIGNIFICANT ACCOUNTING POLICIES (4 EXSTEE @

(Continued)

4.7 Leasing (Continued)

Accounting as a lessee (Continued)

Lease liability (Continued)

The following payments for the right of use the underlying
asset during the lease term that are not paid at the
commencement date of the lease are considered to be
lease payments: (i) fixed payments less any lease
incentives receivable; (i) variable lease payments that
depend on an index or a rate, initially measured using the
index or rate as at the commencement date; (i) amounts
expected to be payable by the lessee under residual value
guarantees; (iv) the exercise price of a purchase option if
the lessee is reasonably certain to exercise that option;
and (v) payments of penalties for terminating the lease, if
the lease term reflects the lessee exercising an option to
terminate the lease.

Subsequent to the commencement date, the Group
measures the lease liability by: (i) increasing the carrying
amount to reflect interest on the lease liability; (i) reducing
the carrying amount to reflect the lease payments made;
and (i) remeasuring the carrying amount to reflect any
reassessment or lease modifications, e.g., a change in
future lease payments arising from change in an index or
rate, a change in the lease term, a change in the in
substance fixed lease payments or a change in
assessment to purchase the underlying asset.
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For the year ended 31 March 2021 #Z—-Z —

(4) SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4.7 Leasing (Continued)

4.8

Accounting as a lessee (Continued)

The total rentals payable under the operating leases are
recognised in profit or loss on a straight-line basis over
the lease term. Lease incentives received are recognised
as an integrated part of the total rental expense, over the
term of the lease.

Intangible assets (other than goodwill)

()

Intangible asset acquired separately

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

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

—F=H=T-HIEE

(4 EXEFBEX @)

4.7 HE @)

4.8

EBRBANE

FHEEFE (1)

REHERTZENEERERN
HEBANBERENIERANER -
BB zHERENHBANER
REEXHAR AR -

BLEE (BEKRM)

()

1615 i #8 = 22 T & &

& 5 Y fg B & B R A £ A
FHZEBLEETRKAR
B R 5t & AE R R EHR
BERYIE - AARAEH
FHMEBVEEZHIET
BERERE A EA
FHAMER - fl 5t Al £/ F
IR EE T ENERE D
Rimat ﬁﬁﬁZEﬂ“
FERAHEEANR -

18 51 Yz B8 2 B £ BR 7] £ B
FHZEFREETRKA
AT ] H 1% 25T R E S 1B
FI| B (5B 5k 4.8i))

99



100

Extrawell Pharmaceutical Holdings Limited #5182 ZE2£ 2% AR A A

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (coNTINUED)
fr © B 75 3R = Bft 5F (@)

For the year ended 31 March 2021 HE—T-—F=FA=+—HIFE

(4) SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4.8 Intangible assets (other than goodwill) (Continued)

(i)

Internally generated intangible assets (research
and development costs)

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

o it is technically feasible to develop the product
for it to be sold;

° adequate resources are available to complete
the development;

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

° the Group is able to sell the product;

o sale of the product will generate future
economic benefits; and expenditure on the
project can be measured reliably.

The amount initially recognised for internally
generated intangible asset is the sum of the
expenditure incurred from the date when the
intangible asset first meets the recognition criteria
listed above. Where no internally-generated
intangible asset can be recognised, development
expenditure is recognised in profit or loss in the
period in which it is incurred.

Subsequent to initial recognition, internally-
generated intangible assets are reported at cost
less accumulated amortisation and accumulated
impairment losses (if any), on the same basis as
intangible assets that are acquired separately.
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For the year ended 31 March 2021 &

(4) SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4.8 Intangible assets (other than goodwill) (Continued)

(i)

(i)

Internally generated intangible assets (research
and development costs) (Continued)

Intangible assets, which comprise rights to
commercially exploit certain gene inventions, are
stated at cost less accumulated amortisation and
impairment losses. The category of intangible asset
is summarised as follows:

Gene invention rights

The cost of gene invention rights is amortised over
the lives of the rights granted for the invention of a
period up to a maximum of twenty years.

Impairment

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

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

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

4.9 Financial Instruments

()

Financial assets

A financial asset (unless it is a trade receivable
without a significant financing component) is initially
measured at fair value plus, for an item not at fair
value through profit or loss (“FVTPL”), transaction
costs that are directly attributable to its acquisition
or issue. A trade receivable without a significant
financing component is initially measured at the
transaction price.

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
market place.

Financial assets with embedded derivatives are
considered in their entirety when determining
whether their cash flows are solely payment of
principal and interest.
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For the year ended 31 March 2021 &

(4) SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4.9 Financial Instruments (Continued)

()

Financial assets (Continued)

Debt instruments

Subsequent measurement of debt instruments
depends on the Group’s business model for
managing the asset and the cash flow
characteristics of the asset. There are three
measurement categories into which the Group
classifies its debt instruments:

Amortised cost: Assets that are held for collection
of contractual cash flows where those cash flows
represent solely payments of principal and interest
are measured at amortised cost. Financial assets at
amortised cost are subsequently measured using
the effective interest rate method. Interest income,
foreign exchange gains and losses and impairment
are recognised in profit or loss. Any gain on
derecognition is recognised in profit or loss.

Fair value through other comprehensive income
(“FVTOCI”): Assets that are held for collection of
contractual cash flows and for selling the financial
assets, where the assets’ cash flows represent
solely payments of principal and interest, are
measured at FVTOCI. Debt investments at FVTOCI
are subsequently measured at fair value. Interest
income calculated using the effective interest rate
method, foreign exchange gains and losses and
impairment are recognised in profit or loss. Other
net gains and losses are recognised in other
comprehensive income. On derecognition, gains
and losses accumulated in other comprehensive
income are reclassified to profit or loss.
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For the year ended 31 March 2021 HE—T-—F=FA=+—HIFE

(4) SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4.9 Financial Instruments (Continued)

()

Financial assets (Continued)

Debt instruments (Continued)

Fair value through profit or loss (“FVTPL”): Financial
assets at FVTPL include financial assets held for
trading, financial assets designated upon initial
recognition at FVTPL, 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 FVTPL,
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 FVTPL on initial
recognition if doing so eliminates, or significantly
reduces, an accounting mismatch.
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(4) SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4.9 Financial Instruments (Continued)

()

(i)

Financial assets (Continued)

Equity instruments

On initial recognition of an equity investment that is
not held for trading, the Group could irrevocably
elect to present subsequent changes in the
investment’s fair value in other comprehensive
income. This election is made on an investment-by-
investment basis. Equity investments at fair value
through other comprehensive income are measured
at fair value. Dividend income are recognised in
profit or loss unless the dividend income clearly
represents a recovery of part of the cost of the
investments. Other net gains and losses are
recognised in other comprehensive income and are
not reclassified to profit or loss. All other equity
instruments are classified as FVTPL, whereby
changes in fair value, dividends and interest income
are recognised in profit or loss.

Impairment loss on financial assets

The Group recognises loss allowances for expected
credit loss (“ECL”) on trade and bills receivables and
financial assets measured at amortised cost. The
ECLs are measured on either of the following bases:
(1) 12 months ECLs: these are the ECLs that result
from possible default events within the 12 months
after the reporting date: and (2) lifetime ECLs: these
are ECLs that result from all possible default events
over the expected life of a financial instrument. The
maximum period considered when estimating ECLs
is the maximum contractual period over which the
Group is exposed to credit risk.
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(4) SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4.9 Financial Instruments (Continued)

(i)

Impairment loss on financial assets (Continued)
ECLs are a probability-weighted estimate of credit
losses. Credit losses are measured as the difference
between all contractual cash flows that are due to
the Group in accordance with the contract and all
the cash flows that the Group expects to receive.
The shortfall is then discounted at an approximation
to the assets’ original effective interest rate.

The Group has elected to measure loss allowances
for trade and bills receivables using HKFRS 9
simplified approach and has calculated ECLs based
on lifetime ECLs. The Group has established a
provision matrix that is based on the Group’s
historical credit loss experience, adjusted for
forward-looking factors specific to the debtors and
the economic environment.

For other debt financial assets, the ECLs are based
on the 12-months ECLs. However, when there has
been a significant increase in credit risk since
origination, the allowance will be based on the
lifetime ECLs.

When determining whether the credit risk of a
financial asset has increased significantly since initial
recognition and when estimating ECL, the Group
considers reasonable and supportable information
that is relevant and available without undue cost or
effort. This includes both quantitative and qualitative
information analysis, based on the Group’s historical
experience and informed credit assessment and
including forward-looking information.
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(4) SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4.9 Financial Instruments (Continued)

(i)

(i)

Impairment loss on financial assets (Continued)
The Group assumes that the credit risk on a
financial asset has increased significantly if it is more
than 30 days past due.

The Group considers a financial asset to be credit-
impaired when: (1) the borrower is unlikely to pay its
credit obligations to the Group in full, without
recourse by the Group to actions such as realising
security (if any is held); or (2) the financial asset is
more than 90 days past due.

Interest income on credit-impaired financial assets
is calculated based on the amortised cost (i.e. the
gross carrying amount less loss allowance) of the
financial asset. For non credit-impaired financial
assets interest income is calculated based on the
gross carrying amount.

Financial liabilities

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

4.9 Financial Instruments (Continued)

(i)

(iv)

Financial liabilities (Continued)

Financial liabilities at amortised cost

Financial liabilities at amortised cost including trade
and other payables and the liability component of
convertible bonds issued by the Company are
subsequently measured at amortised cost, using
the effective interest method. The related interest
expense is recognised in profit or loss.

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

Convertible bonds

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

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

4.9 Financial Instruments (Continued)

(iv)

Convertible bonds (Continued)

In subsequent periods, the liability component of
the convertible bonds is carried at amortised cost
using the effective interest method. The equity
component, represented by the option to convert
the liability component into ordinary shares of the
Company, will remain in convertible bonds equity
reserve until the embedded option is exercised (in
which case the balance stated in convertible bonds
equity reserve will be transferred to share capital
and share premium). Where the option remains
unexercised at the expiry dates, the balance stated
in convertible bonds equity reserve will be released
to the retained earnings. No gain or loss is
recognised upon conversion or expiration of the
option.

Transaction costs that relate to the issue of the
convertible bonds are allocated to the liability and
equity components in proportion to the allocation of
the proceeds. Transaction costs relating to the
equity component are charged directly to equity.
Transaction costs relating to the liability component
are included in the carrying amount of the liability
portion and amortised over the period of the
convertible bonds using the effective interest
method.
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For the year ended 31 March 2021 HE—T-—F=FA=+—HIFE

(4) SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4.9 Financial Instruments (Continued)

(v)

(vi)

(vii)

Effective interest method

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

Equity instruments

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

Derecognition

The Group derecognises a financial asset when the
contractual rights to the future cash flows in relation
to the financial asset expire or when the financial
asset has been transferred and the transfer meets
the criteria for derecognition in accordance with
HKFRS 9.

Financial liabilities are derecognised when the
obligation specified in the relevant contract is
discharged, cancelled or expires.
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For the year ended 31 March 2021 & Z - -—F=A=+—HItFE

(4) SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4.9 Financial Instruments (Continued)

(vii) Derecognition (Continued)

Where the Group issues its own equity instruments
to a creditor to settle a financial liability in whole or
in part as a result of renegotiating the terms of that
liability, the equity instruments issued are the
consideration paid and are recognised initially and
measured at their fair value on the date the financial
liability or part thereof is extinguished. If the fair
value of the equity instruments issued cannot be
reliably measured, the equity instruments are
measured to reflect the fair value of the financial
liability extinguished. The difference between the
carrying amount of the financial liability or part
thereof extinguished and the consideration paid is
recognised in profit or loss for the year.

4.10 Inventories

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

(Continued)

4.11 Revenue

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, excluding those amounts
collected on behalf of third parties. Revenue excludes
value added tax or other sales taxes and is after
deduction of any trade discounts.

Depending on the terms of the contract and the laws that
apply to the contract, control of the goods or service may
be transferred over time or at a point in time. Control of
the goods or service is transferred over time if the Group’s
performance:

o provides all of the benefits received and consumed
simultaneously by the customer;

° creates or enhances an asset that the customer
controls as the Group performs; or

° does not create an asset with an alternative use to
the Group and the Group has an enforceable right
to payment for performance completed to date.

If control of the goods or services transfers over time,
revenue is recognised over the period of the contract by
reference to the progress towards complete satisfaction
of that performance obligation. Otherwise, revenue is
recognised at a point in time when the customer obtains
control of the goods or service.
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(4) SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(4 EXEFBEX @)

4.11 Revenue (Continued) 411 W& (@)

Sales of pharmaceutical products

Customers obtain control of the pharmaceutical products
when the goods are delivered to and have been
accepted. Revenue is thus recognised upon when the
customers accepted the pharmaceutical products. There
is generally only one performance obligation.

Other income
Interest income is accrued on a time basis on the principal
outstanding at the applicable interest rate.

Contract liabilities

A contract liability represents the Group’s obligation to
transfer services to a customer for which the Group has
received consideration (or an amount of consideration is
due) from the customer.

4.12 Income taxes

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

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

Deferred tax is recognised in respect of temporary
differences between the carrying amounts of assets and
liabilities for financial reporting purposes and the
corresponding amounts used for tax purposes. Except for
goodwill and recognised assets and liabilities that affect
neither accounting nor taxable profits, deferred tax
liabilities are recognised for all taxable temporary
differences. Deferred tax assets are recognised to the
extent that it is probable that taxable profits will be
available against which deductible temporary differences
can be utilised. Deferred tax is measured at the tax rates
appropriate to the expected manner in which the carrying
amount of the asset or liability is realised or settled and
that have been enacted or substantively enacted at the
end of reporting period.
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(4) SIGNIFICANT ACCOUNTING POLICIES (4 EXSTEE @

(Continued)

4.12 Income taxes (Continued)

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries, associates and jointly controlled entities,
except where the Group is able to control the reversal of
the temporary difference and it is probable that the
temporary difference will not reverse in the foreseeable
future.

Income taxes are recognised in profit or loss except when
they relate to items recognised in other comprehensive
income in which case the taxes are also recognised in
other comprehensive income or when they relate to items
recognised directly in equity in which case the taxes are
also recognised directly in equity.

4.13 Foreign currency

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

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

(4) ERZEHE@m

4.13 Foreign currency (Continued) 4.13 I (@)

On consolidation, income and expense items of foreign
operations are translated into the presentation currency of
the Group (i.e. Hong Kong dollars) at the average
exchange rates for the year, unless exchange rates
fluctuate significantly during the period, in which case, the
rates approximating to those ruling when the transactions
took place are used. All assets and liabilities of foreign
operations are translated at the rate ruling at the end of
reporting period. Exchange differences arising, if any, are
recognised in other comprehensive income and
accumulated in equity as foreign currency translation
reserve (attributed to non-controlling interests as
appropriate). Exchange differences recognised in profit or
loss of group entities’ separate financial statements on
the translation of long-term monetary items forming part
of the Group’s net investment in the foreign operation
concerned are reclassified to other comprehensive
income and accumulated in equity as foreign currency
translation reserve.

On disposal of a foreign operation, the cumulative
exchange differences recognised in the foreign currency
translation reserve relating to that operation up to the date
of disposal are reclassified to profit or loss as part of the
profit or loss on disposal.

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

4.14 Employee benefits

()

(i)

(i)

Short term employee benefits

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

Retirement benefit costs

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

Termination benefits

Termination benefits are recognised on the earlier of
when the Group can no longer withdraw the offer of
those benefits and when the Group recognises
restructuring costs involving the payment of
termination benefits.

4.15 Impairment of assets (other than financial
assets)

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

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

right-of-use assets;

intangible assets; and

investments in subsidiaries and an associate
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(4) SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(4) ERZEHE@m

LIS EERE(EREERN)

4.15 Impairment of assets (other than financial

assets) (Continued)

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

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, to the extent that the
increased carrying amount does not exceed the carrying
amount that would have been determined had no
impairment loss been recognised for the asset in prior
years. A reversal of an impairment loss is recognised as
income immediately, unless the relevant asset is carried at
a revalued amount under another HKFRS, in which case
the reversal of the impairment loss is treated as a
revaluation increase under that HKFRS.

Value in use is based on the estimated future cash flows
expected to be derived from the asset, discounted to their
present value using a pre-tax discount rate that reflects
current market assessments of the time value of money
and the risks specific to the asset or cash generating unit.
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(4) SIGNIFICANT ACCOUNTING POLICIES (4 EXSTEE @

(Continued)

4.16 Borrowing cost

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

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

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

4.17 Provisions and contingent liabilities

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

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

4.18 Government grants

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

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

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

4.19 Dividend distribution

Dividend distribution to the Company’s shareholders is
recognised as a liability in the Group’s and the Company’s
financial statements in the year in which the dividends are
approved by the Company’s shareholders or directors,
where appropriate.

4.20 Related parties

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

(i) has control or joint control over the Group;

(i)  has significant influence over the Group; or

(i)  is a member of key management personnel of
the Group or the Company’s parent.
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(4) SIGNIFICANT ACCOUNTING POLICIES

(Continued)

4.20 Related parties (Continued)

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

)

(i)

(i)

(iv)

(viil

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

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

Both entities are joint ventures of the same
third party.

One entity is a joint venture of a third entity
and the other entity is an associate of the third
entity.

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

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

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

The entity, or any member of a group of which
it is a part, provides key management
personnel services to the Group or to the
Company’s parent.
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For the year ended 31 March 2021 & Z - -—F=A=+—HItFE

(4) SIGNIFICANT ACCOUNTING POLICIES

(Continued)

4.20 Related parties (Continued)

(b)  (Continued)

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

(i) that person’s children and spouse or
domestic partner;

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

(i)  dependents of that person or that person’s
spouse or domestic partner.

(5) CRITICAL ACCOUNTING JUDGEMENTS

AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies, the
directors are required to make judgements, estimates and
assumptions about the carrying amounts of assets and liabilities
that are not readily apparent from other sources. The estimates
and associated assumptions are based on historical experience
and other factors that are considered to be relevant. Actual
results differ from these estimates.

The estimates and underlying assumptions are reviewed on an
ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if the
revision affects only that period or in the period of the revision
and future periods if the revision affects both current and future
periods.
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For the year ended 31 March 2021 HE—T-—F=FA=+—HIFE

(5) CRITICAL ACCOUNTING JUDGEMENTS (5)
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

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

Impairment of interest in an associate

The Group’s interest in an associate represents interest in
Smart Ascent Limited and its subsidiaries (the “Smart Ascent
Group”). The major asset held by the Smart Ascent Group is an
intangible asset in relation to an in-process research and
development project (the “In-process R&D”) involving an oral
insulin product (the “Product”). As at 31 March 2021, the
carrying amount of the Group’s interest in an associate
amounted to HK$324,018,000 (2020: HK$326,897,000). The
directors of the Company have performed an impairment
assessment on the Group’s interest in an associate as at 31
March 2021, with reference to a valuation report prepared by
an independent qualified valuer and are of the view that no
impairment provision is required.

In making the assessment, key assumptions adopted by the
management include that Smart Ascent Group would be
successful in completing the clinical trials, obtaining the
regulatory approvals from the relevant government bodies and
launching the Product.
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For the year ended 31 March 2021 EZE—=—ZF—

(5) CRITICAL ACCOUNTING JUDGEMENTS

AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Impairment loss on trade receivables

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

Impairment of right-of-use assets and buildings

As at 31 March 2021, the right-of-use assets and buildings are
reviewed for impairment when events or changes in
circumstances indicate that the carrying amount of the assets
exceeds its recoverable amount. The recoverable amounts have
been determined based on value-in-use calculations or market
valuations. These valuations require the use of judgements and
estimates.

Management’s judgement is required in the area of assets
impairment particularly in assessing: () whether an event has
occurred that may indicate that the related assets value may
not be recoverable; and (i) whether the carrying amounts of
assets can be supported by the recoverable amount, being the
higher of fair value less costs of disposal or net present value of
future cash flows derived from continuing use of the assets in
the business. The management performed an impairment
assessment on its right-of-use assets and buildings as at 31
March 2021, with reference to the valuation report prepared by
an independent qualified valuer using the depreciate
replacement cost approach. The fair values of these assets
were higher than their carrying amounts. Accordingly, no
impairment loss is recognised for right-of-use assets and
buildings based on the impairment assessment performed by
the management as at 31 March 2021 (2020: Nil).
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(5) CRITICAL ACCOUNTING JUDGEMENTS (5)
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Impairment of right-of-use assets and buildings
(Continued)

As at 31 March 2021, the carrying amounts of right-of-use-
assets and buildings are approximately HK$12,488,000 (2020:
HK$14,005,000) and HK$112,258,000 (2020:
HK$106,323,000) respectively.

Impairment loss on slow-moving and obsolete
inventories

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

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

AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Fair value of investments in convertible bonds

The fair value of convertible bonds invested by the Group is
calculated using valuation techniques. Valuation techniques are
certified by independent qualified valuers before being
implemented for valuation and are calibrated to ensure that
outputs reflect market conditions. Valuation models established
by valuers make the maximum use of market inputs and rely as
little as possible on the Group’s specific data. The model
involves estimates on time to expiration, risk free rate, share
price, volatility, discount rate and others. As at 31 March 2021,
the carrying amount of the convertible bonds as a whole
invested by the Group is HK$466,322,000 (2020:
HK$571,065,000).

Income taxes

The Group is subject to income taxes in several jurisdictions.
Significant estimates are required in determining the provision
for income taxes. There are many transactions and calculations
for which the ultimate tax determination is uncertain during the
ordinary course of business. The Group recognises liabilities for
anticipated tax audit issues based on estimates of whether
additional taxes will be due. Where the final tax outcome of
these matters is different from the amounts that were initially
recorded, such differences will impact the income tax and
deferred tax provisions in the period in which such
determination is made.
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(6) REVENUE AND SEGMENT INFORMATION (6)

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

hmkoEER

FEAKGZERINETFHES M
EWERBUKAZ A FEHAKRFER
ZIMRHERBERIE - 2T :

2021 2020

- S T TF
HK$000 HK$’000
FET FHET

Manufacturing of pharmaceutical 258 B
products

78,802 77,584

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

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

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

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

(c) the gene development segment engages in the
commercial exploitation and development of genome-
related technology (“Gene Development”).
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For the year ended 31 March 2021 B EZ =T -—F=FA=+—HItFE

(6) REVENUE AND SEGMENT INFORMATION 6) MRk PEER @
(Continued)

Segment revenue and results PHERERES
The following is the Group’s revenue and results from operation MTAREEIRTZFREEE D EE
by reportable and operating segment. DRIEEWERERE -
Manufacturing Trading Gene Development Total
i g5 HEREH @t

2021 2020 2021 2020 2021 2020 2021 2020
—E-—f |- b — T —F bl — T - F kil
HK$'000 JETCHV0ON  HK$'000 EEGICHO0 HK$'000 IO  HK$'000 [EE000)
THT THT Tz THT THT THT THT FAT

Revenue Wz
Sales to external customers [RI9MNE B P 5 E 78,802 77,584 - - - - 78,802 77,584
Segment results DEER 4,027 6,453 @416)| (14,919 (96) (86) (485) (8,552)
Unallocated other income & 7 B2 2 H 1 g A 6,205 12,932
Unallocated other gains and & 7 B2 7 H it it 5
losses, net LEEFRE (104,743)| 101,328
Corporate expenses rERY (6,731) (7,737)
Effective interest expense  A[ Y (%5 7 B
on convertible bonds FleH% (11,030) (9,315)
Share of results of ¥ il AN
an associate 1 (2,879) (3,165)
(Loss)/Profit before BRETS B AT
income tax (B#8)/ %7 (119,663) 85,491
Income tax credit FrisiEs - 90
(Loss)/Profit for the year KEE(BB),/ &7 (119,663) 85,581
Segment (loss)/profit represents the (loss from)/profit earned by SE(ER)  SMEET &SR E i
each segment without allocation of other income, other gains WA ElmhERFE XN
and losses, net, corporate expenses, effective interest expense Y IMBEEAEAZERMNER X LIE
on convertible bonds and share of results of an associate. This G—BEEAREXEZEBELT &9
is the measure reported to the chief operating decision maker, M(ELEZEBE) BE 2% T
being the board of directors, for the purposes of resource HE BRI EERBIHERZTEFES

allocation and performance assessment. EREREAIEEZE)NtE A -
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For the year ended 31 March 2021 &

[

(6) REVENUE AND SEGMENT INFORMATION

(Continued)

Segment assets and liabilities

The following is the Group’s assets and liabilities by reportable
and operating segment.

Segment assets
Segment assets

Financial assets at fair value

through profit or loss

— investments in

convertible bonds
Interest in an associate

Corporate and other assets

Total assets

Segment liabilities

Segment liabilities

Convertible bonds

Corporate and other
liabilities

Total liabilities

PEEE

DEAE

BRFEARSR
LERAE-
BRREFRE

B2 AT
i
rERAMEE

PEARE
NEAR
R ES
rERALEE

BEAE

Manufacturing

R

2021
—EBC-_-F
HK$’000

TR

182,186

58,561

2020

—E-TF

T —=

HK$'000
THBT

163,379

54,109

—F=A=+—AIEE

6) WERTEER @)

K =
THEERARE
NTRAEERITZHLELE DRI
DZEERBE-

Trading Gene Development Total
g5 ERME st
2020 2021 2020 2021 2020
TToTF Pebamidl — T T bbbl — T T
HK$'000 [ERGLIEIIN  HK$'000 GIELIIN  HK$'000
TER TAL TET TET TR
69,338 71,677 7 7 251,531 235,063
466,322 571,065
324,018 326,897
122,368 132,685
1,164,239 | 1,265,710
5,092 11,666 64 72 63,717 65,847
69,980 58,950
1,248 1,085
134,945 125,862

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

° all assets are allocated to operating segments other than
financial assets at fair value through profit or loss —
investments in convertible bonds, interest in an associate
and corporate and other assets; and

° all liabilities are allocated to operating segments other
than convertible bonds and corporate and other liabilities

RERSIBRBARRDEBRIBEER
e

BREAFEFABZZEHE
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(6) REVENUE AND SEGMENT INFORMATION 6) MRk PEER @
(Continued)

Other segment information HittpEER
Manufacturing Trading Gene Development Total
& g5 ERAR @

2021 2020 2021 2020 2021 2020 2021 2020
TEC-F medmbdl T - F Edmb T —F dmbd T - kg
HK$'000 [EEICH0O0N HK$'000 ENEICHOOON HK$'000 EENEISHOUN  HK$'000 JEEISX000)
TET TAT TET THT TER THT TER FTET

Amountsincluded inthe  Et A $E & Rl 5B
measure of segment Bt 228
profit or loss:

Depreciation and NEREH

amortisation 5,982 5910 2,010 320 - - 7,992 6,230
Unallocated depreciation K2 B 47 & |

and amortisation B 132 131

8,124 6,361

Provision for/(Reversal of) & 5 & Y8R 2Rl (B

impairment loss on trade 1B R {8,/

receivables, net (BE) 38 241 1,567 (2,971) 4,354 - - (2,730) 5,921
Bad debts recovered from & U 8] 5% Al E [ 84

trade receivables BHREBERZ

previously written off 2R - (2,127) - - - - - 2,127)
Gain on disposal of HENE  BER

property, plant and B palE

equipment - (89) - - - - - (85)
(Reversal of)/Provision for  H fts fiE U 57 1B 51 B

impairment loss on other 518 (% [E),/

receivables BE (151) 2,921 (943) 1,596 - - (1,094) 4517
(Reversal of/Provision for ~ F & EEE

impairment loss on (Bm)/

inventories, net BEFE (60) 253 - - - — (60) 253
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For the year ended 31 March 2021 HE—T-—F=FA=+—HIFE

(6) REVENUE AND SEGMENT INFORMATION
(Continued)

Geographical information

The Group’s operations are located in the People’s Republic of
China (the “PRC”), Malaysia and Hong Kong.

i 32 & ¥

6) WERDPEEH @

AEBZEBURPEARLME
(THh B BRADRERE -

Information about the Group’s revenue from external customers
is presented based on the location of the customers and
distributors. Information about the Group’s non-current assets
is presented based on the geographical location of the assets.

BERRAIEEFPZAREREZE
BIOBREFREHEHBME®LZES A
AAKE RSB EECENDREE
PrEMIEMEZS -

Revenue from
external customers

Non-current assets

RENEEFE 2Kz kRBEE
2021 2020 2021 2020
bl T T b — T T
HK$’000 HK$’'000 HK$’000 HK$’'000
FHExT FH&T FHET T
Hong Kong B - - 3,862 5,873
The PRC =8 78,802 77,584 482,904 479,608
78,802 77,584 486,766 485,481

Note: Non-current assets exclude financial instruments and deferred tax assets.

Information about major customers

No individual customer accounted for over 10% of the Group’s
total revenue for both years.

MaE - ERDEETEESBITARELER

ITEEFEH

REZMEFERN HEFP 2 Wb
REBBEWHBEBEI0% -
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.

(7) OTHER INCOME (7) HEiwg A
2021 2020
it R T _TF
HK$’000 HK$’000
FE T FABTT
Bank interest income RITF B WA 860 3,264
Sundry income MIEIRA - 2
Government grants RS 46 B 1,040 121
Imputed interest income from amount B U — BBt & A R TE 2
due from an associate HE RS WA 3,570 8,989
Loan interest income from an associate % B — BB 2 A 7 2
BSA B A 735 556
6,205 12,932
(8) OTHER GAINS AND LOSSES, NET 8 HMWmzREEFEEE
2021 2020
e e T _TF
HK$’000 HK$’000
FET FAT
Gain on disposal of property, plant and & ¥ 2 - BB K& 5 5 2 Wi
equipment — 85
Change in fair value on financial assets Z A F{EFABHZZ S RIEE
at fair value through profit or loss NEEEH - BRELFKRE
— investments in convertible bonds (104,743) 101,328
Change in fair value on financial assets & A F{EF ABHZ S REE
at fair value through profit or loss ANEFEEH-EHEE
— short term investment 40 51
Reversal of/(Provision for) impairment . # [ U X IB R (B BB & B~
loss on other receivables (BE) 1,094 (4,517)
Reversal of/(Provision for) impairment 2 5 f& W B 5OR B /BB # B
loss on trade receivables, net (B 553 2,730 (5,921)
Bad debts recovered from trade B BRI EMEE PR
receivables previously written off BRI R - 2,127
(100,879) 93,153
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(9) (LOSS)/PROFIT BEFORE INCOME TAX
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For the year ended 31 March 2021 &#Z—-Z—

—F=A=+—AIEE

9) BRATEBAT (BB, &R

2021 2020
el T ZF
HK$’000 HK$’000
FE T FAT
(Loss)/Profit before income tax is arrived B BT 18 %4 /il (E518), 34 F
at after charging/(crediting): 2% (GEA) ToI&HE -
Auditor’s remuneration % SR B 2 760 730
Depreciation of right-of-use assets FHRREEERE 2,159 467
Depreciation of investment properties & & M £ T & 59 59
Depreciation of property, plant and ME BENMXEITE
equipment 5,906 5,835
Cost of inventories recognised as HREERAZFERKA
expenses 36,236 34,668
Expenses relating to short term lease ARG HE SN H 2 X
payment — 1,601
(Reversal of)/Provision for impairment 77 & R B 518 (B @) B 5 58
loss on inventories, net (60) 253
Staff costs (including directors’ BEIRA(BEESHM)
emoluments)
Salaries, bonus and allowances - TEAL R ERL 19,549 20,395
Retirement benefits scheme RREFIET B
contributions 1,221 2,056
(10) FINANCE COST (10) Br %% p% A<
2021 2020
e T _TF
HK$’000 HK$’000
FET FAT
Interest on convertible bonds AR ESF B 11,030 9,315
Interest on lease liabilities HEBENE 212 33
11,242 9,348
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R

For the year ended 31 March 2021 &%

(11) DIRECTORS’ AND CHIEF EXECUTIVE’S
EMOLUMENTS

——FFR

MEEREETRAEME

Details of emoluments paid and payable to the directors of the
Company, which include the Chief Executive Officer (“CEQ”) for

AERENRENTARAES(E
BIRAR(THRAERD) cHEFE

the year are as follows: (NN
Salaries, and Contributions to retirement

Fees other allowance benefits scheme Total

ne FEREMEZE RAERGHEIGR st
2021 2020 2021 2020 2021 2020 2021 2020
CEC-F Eekdmbid —TC--F Bmbdmbdal CT- -4 Embdmbdal T -5 Sk
HK$’000 HK$'000 HK$’000 HK$'000 HK$’000 HK$'000 HK$’000 HK$'000
TET TR TER TET TET TR TER TET

Name of director EEpg

Xie Yi #;E 70 70 1,316 1,316 - - 1,386 1,386
LouYi =472 70 70 487 487 - - 557 557
Cheng Yong 3 70 70 643 643 - - 713 713
Wong Sau Kuen B 70 70 852 852 18 18 940 940
Liu Kwok Wah BEE 70 70 995 995 18 18 1,083 1,083
Lu Zhigiang * ot o 99 70 245 650 - - 344 720
Fang Lin Hu RN 70 70 - - - - 70 70
Xue Jing Lun ERf 70 70 - - - - 70 70
Jin Song SN 70 70 - - - - 70 70
659 630 4,538 4,943 36 36 5,233 5,609

Mr. Lu Zhigiang retired on 28 August 2020, the amount of fees included
payable for the period 1 April 2020 up to the date of his retirement.

Xie Yi is also the CEO of the Company and his emoluments
disclosed above include those for services rendered by him as

the CEO.

No emoluments were paid by the Group to any of the directors
as an inducement to join or upon joining the Group or as
compensation for loss of office for both years. None of the
directors has waived or agreed to waive any emoluments for

both years.

- EXREER-_ZE-_ZFNA=-TAN
BRE ZHeeHEBREH_T_TF
MA—BZEHERERBHZEMNRIE-

BRI RANRBITRARE, - Bl 3%
BN S B EAERTT IR E T IE AR
A

RZMEFEERA K& E W E @ ER
EEXNME EAMAREERRA
B REKIERBEREE - N&Mm
BAEERN METNEEHELRE
MEWBUEAME -
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For the year ended 31 March 2021 HE—T-—F=FA=+—HIFE

(12) FIVE HIGHEST PAID INDIVIDUALS,
MANAGEMENT’S EMOLUMENTS AND
EMPLOYEES’ BENEFITS

(@)

The five highest paid individuals

Of the five individuals with the highest emoluments in the
Group, four (2020: four) were directors of the Company
whose emoluments are included in the disclosures in note
11 above. The emoluments of the remaining one (2020:
one) individual was as follows:

(@)

Afu&SHFMAL

AEERUSERFMALTFESE
(ZZF_ZF EHR)AAAAE
FomE2MEEI N I
MR- HEBp—Z(ZF_FF:
—BIALZMEMT

2021 2020

Sl R T F

HK$’000 HK$’000

T& T THT

Salaries and allowance 4 KOEBL 603 730
Retirement benefit scheme RIKAE R EH 8] 3K

contributions 18 6

621 736

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

FEERFMATCIEER
RAIBEF)ZMEN T T &HEE
A

Nil to HK$ 1,000,000 = % 1,000,000 7T

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

REMEFEAR - NEE X ER
R A L K E S
T ERMARNEERAREZ
RBUBERAEE IMESRSH
B A+ R SR B R E (T A
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For the year ended 31 March 2021 B EZ =T -—F=FA=+—HItFE

(12) FIVE HIGHEST PAID INDIVIDUALS,
MANAGEMENT’S EMOLUMENTS AND
EMPLOYEES’ BENEFITS (Continued)

(b)

Share option scheme

On 24 August 2012, the shareholders of the Company
approved the adoption of a new share option scheme (the
“Scheme”), as the share option scheme adopted by the
Company on 8 August 2002 expired on 14 August 2012.
The Scheme became effective on 29 August 2012 after
obtaining approval from the Listing Committee of the
Stock Exchange and, unless otherwise cancelled or
amended, will remain in force for 10 years from that date.

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

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

BRETE

R=ZT——FNA=_+WMA &
NG E Rt o ]
([#Z&r&)) RAAEARARRZ
ST _FNANBRPZBRE
HEER-—_ZE——ENA+HWA
JE o sZar Bl FEES B R BT £ T
ZEefEER _ZE——FN\A
ZHABAER BRIFEUAEME R
BUBSER] - & A& AT &S 8 %
BRFFT+FRN—EBR-

ZAT Bl S B AR EEERINED
BRZEER2EERHER R
- ZTS2EERSEER
BRARAER(BREBIIFANTT
Ex) AEEZHEMBEER KK
BMeEmasRBEHER KAEE
BEP AR RN B R R 2 E[

R 25 o

MARARIEE Za{THRABK
FERFRFE2EMBEAR
HERE AELRESBIIES
TTEERE - BLIN - R ER12
B ABERARREERENE
VN TESUHEF 2 EMBE
ABE 2 EMERE S RBB
AARRAEMEKERAE ZHTRMD
201% @ sk E (R A D E K
PRIFHBBZERGTE) BB
5,000,000/ 7t + Bl ZH = £ AR R
A R A -

135



136

Extrawell Pharmaceutical Holdings Limited #5182 ZE2£ 2% AR A A

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (coNTINUED)
fr © B 75 3R = Bft 5F (@)

For the year ended 31 March 2021 HE—T-—F=FA=+—HIFE

(12) FIVE HIGHEST PAID INDIVIDUALS, (12)
MANAGEMENT’S EMOLUMENTS AND
EMPLOYEES’ BENEFITS (Continued)

(b) Share option scheme (Continued)

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

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

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

From the effective date of the Scheme to 31 March 2021,
no share options have been granted, exercised, cancelled
or lapsed under the Scheme.

B8 IR T2 |

ARATREZRABE218
R RXMEHIBETZREBR
RER UEEEARHERE
ZREF - FRLBEREZTEDR
HEZZRNBERE HEERD
M FENBRERZE B HEst
10F - ARAEZARE L B H
ERBBEREEMNEBH -

BRECITEEIHESET
AR ERRT=FRZ2HES
F()AARODRE L BBME
BMXAEBAREBERMHB WS
B:(ARABRONERRLA
HAAEEXRAEBMIME R R
BRMA R FHRTE  Ri)A
AREBRMRE L A ZEE -

B N TR A AK DK
BHERBERAGRZZHER -
BZAtElERBERE—_T - —F

BIREZTEERL  176E &
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For the year ended 31 March 2021 B EZ =T -—F=FA=+—HItFE

(12) FIVE HIGHEST PAID INDIVIDUALS,
MANAGEMENT’S EMOLUMENTS AND
EMPLOYEES’ BENEFITS (Continued)

(©)

Retirement benefit schemes

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

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

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

IR k48 A 5t &

AEBE2NRAEEERER
BE MR BH DRSS
(lgEasta]) -mEeFE
R I 58 Bl 1 A TE & 5T & RGN 58
HMEREEFEEERER - R
RMEElcEERAKTEZEE
DA RESZEEMRBY
REAEH - RIBERESFEZ
RA BEREEEDRIAMG
MEHIRBRAEE L RFELZ
R -AEEAERBESTE
E— B ESREEELREMH

o
N

R RakEtmE2mEmEERP
ER 2 9818 & 5T B8R R AR F AR A
BEARKEIZAERABETE L RE
NESZHK-

AEBZHEMNBAREE AR
B BRI T U R A 2 B
REBERAKRBHMETEKE - B
RABRERBEFHFEZETED
LR R KR A AT Bl F - R B F
RSN - I EAE ) B BR XA RAK
THRAKRERINZE—FRIE-
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For the year ended 31 March 2021 HE—T-—F=FA=+—HIFE

(13) INCOME TAX (13) R & Bt

The amount of income tax credit in the consolidated statement
of profit or loss and other comprehensive income represents:

FEBRmhHMEEKERTZHAE
B R RIALE

2021 2020
i T _TF
HK$’000 HK$’000
FET FAT
Overprovision in prior years BATEBEEE
— Hong Kong —H B - (50)
— Other jurisdictions —Hi e EE R - (40)
— (90)
Income tax credit Frisfii & — (90)

Under the two-tiered profits tax rates regime, the first HK$2
million of assessable profits of a qualifying corporation will be
taxed at 8.25%, and assessable profits above HK$2 million will
continue to be taxed at 16.5%. For the years ended 31 March
2021 and 2020, Hong Kong Profits Tax of the qualified entity of
the Group is calculated in accordance with the two-tiered
profits tax rates regime.

Under the Law of the PRC on Enterprise Income Tax (the “EIT
Law”) and Implementation Regulation of the EIT Law, the tax
rate of the PRC subsidiaries is 25% (2020: 25%).

BREMBFESHRENE  GERD
3 1 B R B A B 2,000,000 7T #8 #%
8.25% K it & 44 B - i #A ¥ 2,000,000
TR FE R B R ) A8 4 B 1R 16.5% 1Y
MEMH - BHE T - —FR_T -
BE=ZA=+—HIEE A£EA
ERERBARNEBNESRIIBER
BAEHREGEE -

BEABECEMEHETEEMSEH
EDRTEMSHREERKED - &
WMEARZR R AB25%(— T - TF :
25%) °
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For the year ended 31 March 2021 & Z - -—F=A=+—HItFE

(13) INCOME TAX (Continued) (13) AT B B (@)

REMBEEREEZRBIIEE B
ALEHERIRITREGTE -

Taxation arising in other jurisdictions is calculated at the rates
prevailing in the relevant jurisdictions.

2021 2020
— T s
HK$’000 HK$’000
FET FAET
(Loss)/Profit before income tax expense % FT 188z 1 51 (& 18), % F (119,663) 85,491
Tax calculated at domestic income tax @B N A B AERIBZ 2 AN
rates applicable to profit or loss in FIEMMERAE 2FHE
the jurisdictions concerned (19,343) 14,671
Tax effect of expenses not deductible A1 2 Bk 2 78 52 2 2,103 5,162
Tax effect of income not taxable TR 2 WA 2 B 5 % (369) (18,285)
Tax effect of tax losses recognised BERERAREEBZHBETE 14,111 (4,370)
Over provision in prior years BEFEBERE — (90)
Tax effect of tax losses not recognised KER M IEEE 2 BT E 3,498 2,822
Income tax (credit)/expense e (&), T — (90)
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For the year ended 31 March 2021 HZEZ-"Z——#F=A=+—HItFE

(14) (LOSS)/EARNINGS PER SHARES (14 ER(EE) BF
The calculation of the basic and diluted (loss)/earnings per KRB HEEAEBESRERNNEE
share attributable to owners of the Company is based on the (B8R, /B IR T EEtE -

following data:

2021 2020
—E-—F Ryl
HK$’000 HK$’000
FET FAT
(Loss)/Earnings (B])&F
(Loss)/Earnings for the purpose of basic AR st EFREAR AR 2
earnings per share ((Loss)/Profit for (E18), /B (KATHE A
the year attributable to owners of EEAERE (BE), 5H)
the Company) (121,098) 83,280
Effect of potential ordinary shares: BELERZE:
Interest on convertible bonds AR ESF B - 9,315
(Loss)/Earnings for the purpose of AREFESREBERF 2
diluted earnings per share (&18),/ &F (121,098) 92,595
2020
—E-THF
000
T
Number of shares & g
Weighted average number of ordinary AR st E B8R EAX (E18), & F
shares for the purpose of basic ZEBMINEFHE
(loss)/earnings per share 2,390,000 2,390,000
Effect of potential ordinary shares: BEERRIZE
Convertible bonds gk ES - 900,000
Weighted average number of ordinary R s+ E &5 %% (H18), & F
shares for the purpose of diluted 2 & AR INAE 1 8L
(loss)/earnings per share 2,390,000 3,290,000
The computation of diluted loss per share for the year ended 31 HEHE—_ETE-_—F=A=+—H u:
March 2021 does not assume the conversion of the Company’s FENSFREEEIERS  TERE
outstanding convertible bonds since their assumed exercise MARNBHRATERITHBEES - J?\

would result in a decrease in loss per share. ARBE{THEEERNEREERRD
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For the year ended 31 March 2021 & Z - -—F=A=+—HItFE

(15) DIVIDENDS (15)

No dividend was paid or declared by the board of directors
during the year ended 31 March 2021 (2020: nil), nor has any
dividend been proposed since the end of reporting period.

Hﬁ 1%\

BE_ZT-_—F®=A=+—HItF
ErZEFEgURKNKEIREMAERE
ZETFE) MEBREHKRN
2R A A 2 R AT A IR R o

(16) INVESTMENT PROPERTIES (16) RE W%
HK$’000
TFHE T
COST R
At 1 April 2019, 31 March 2020, RZE—RRFMHA—H-
1 April 2020 and 31 March 2021 ZEZFEF=-A=+—H -ZZTZFTFWA—H
F—_ZE-_—F=ZA=+—8H 8,067
ACCUMULATED DEPRECIATION ZE:itifE R E
AND IMPAIRMENT
At 1 April 2019 R-ZE—NLFWMWA—H 6,679
Charge for the year RNEEH| X 59
At 31 March 2020 and 1 April 2020 RA-ZE _EF=ZA=+—HBAK-_ZE-_ZFTFWMWAH—H 6,738
Charge for the year REFHZ 59
At 31 March 2021 RZE-_—F=ZA=+—H 6,797
NET CARRYING AMOUNT BREFE
At 31 March 2021 RZE-_—F=A=+—H 1,260
At 31 March 2020 RZE_EF=A=+—H 1,319

The above investment properties are depreciated using the
straight-line method, after taking into account their estimated
residual value, over the lease terms of the leasehold land.

The Group’s investment properties are located on land in the
PRC with land use period from 1992 to 2042.

PR EMELZEEBE G RIRER
B REELH 2 HBANEREN
%0

AEEZIEEMEMRFE - Hii
TR - AN —ERE_EN_F
ALk e
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For the year ended 31 March 2021 HE—T-—F=FA=+—HIFE

(16) INVESTMENT PROPERTIES (Continued)

The fair value of the Group’s investment properties at 31 March
2021 amounting to RMB3,400,000 (2020: RMB3,400,000) has
been arrived at on the basis of valuation carried out for that
date by Roma Appraisals Limited, an independent qualified
valuer not connected with the Group. The valuation was arrived
at by direct comparison approach with reference to market
evidence of comparable transaction prices for similar properties
as available in the relevant market.

The fair value of the Group’s investment properties as at 31
March 2021 is a level 3 recurring fair value measurement and
based on the properties highest and best use, which does not
differ from their actual use. The following table presents the fair
value hierarchy into which the fair value measurement of these
properties are categorised (Level 3), based on the degree to
which the inputs to the fair value is unobservable. The valuation
takes account of the condition and location of the buildings in
the valuation of the property.

(16) IR E W % )

RZE-_—F=ZA=+—H ~5H
ZIEEYERNTE R ARES400,000
T(=ZZT = F F: AR 83,400,000
TL) c SRR NIREASEW EEE B
VYEBERGEMZSHETGEERA
ARNZBETZHEEREER - HE
T2 EZREMS R A B2 EUYE
AENBRRZGERZMBREEREER
B EURER -

R_EBE-_—F=ZA=Z+—H ~&H
ZEREMEZATFERE-QRLEEMH
ARFEFELERMERIZEE2ES
FEREEEEARER) - TRZ7
BRBEAFEAEHARBEZ TATER
BEBZEMEZATFEFESEZ
NFEEER(B=R) - EHWEETT
HER ZEEETREFZRRAR
L& -

2021 2020
bl N T -FF
RMB’000 RMB’000
ARE T Nk R

Fair value hierarchy
Level 3 E=M

3,400 3,400
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For the year ended 31 March 2021 & Z - -—F=A=+—HItFE

(17) PROPERTY, PLANT AND EQUIPMENT ANVE BERRKRE
Furniture,
Plantand fixtures and Motor
Buildings equipment  equipment vehicles Total
BER &/ BE
¥ #®E RERRE AE #ct

HK$'000 HK$'000 HK$'000 HK$’000 HK$'000
THET THET THET FAT FET

COST %
At 1 April 2019 R—ZE—NEMA—AH 136,034 37,030 6,958 4,540 184,562
Additions NE — 125 37 - 162
Disposal HE - - - (644) (544)
Exchange realignment EHAZRE (8,577) (2,441) (165) (226) (11,409)
At 31 March 2020 and RZZTZZ ﬁ A=+—H

1 April 2020 RZZ-ZFMA—H 127,457 34,714 6,830 3,770 172,771
Additions NE - 456 265 - 721
Exchange realignment ERTEEE 10,124 2,893 199 268 13,484
At 31 March 2021 RZZEZ—%=RA=+—H 137,681 38,063 7,294 4,038 186,976

ACCUMULATED DEPRECIATION ZitirE R imE
AND IMPAIRMENT

At 1 April 2019 RZE-NFHA—H 19,464 13,651 6,438 4,269 43,822
Charge for the year REEHZL 2,716 2,883 133 103 5,835
Write-back % - - - (544) (544)
Exchange realignment fE 5 A (1,046) (996) (158) 212) 2,412)
At 31 March 2020 and RZE=F E A=+—H°

1 April 2020 RZT-_ZFMA—H 21,134 15,538 6,413 3,616 46,701
Charge for the year REEHFL 2,747 2,933 157 69 5,906
Exchange realignment [ERCE 1,442 1,400 193 259 3,294
At 31 March 2021 RZZ-—4=A=+—H 25,323 19,871 6,763 3,944 55,901
NET CARRYING AMOUNT REFEE
At 31 March 2021 W-_Z-—F#=A=+—H 112,258 18,192 531 94 131,075

At 31 March 2020 RZZ-ZTF=-A=+—H 106,323 19,176 417 154 126,070
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For the year ended 31 March 2021 HE—T-—F=FA=+—HIFE

(17) PROPERTY, PLANT AND EQUIPMENT A7VWE BERZE @

(Continued)

Depreciation expenses of HK$814,000 (2020: HK$821,000)
and HK$5,092,000 (2020: HK$5,014,000) have been charged
in administrative expenses and cost of sales respectively.

The Group reported segmental profit HK$4,027,000 (2020:
HK$6,453,000) for the Manufacturing segment during the year.

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

821,000/ 7t ) 55,092,000/ jt( = &
— =4 : 5,014,000 7T) B2 B R 1TH
ERANEEKRARTE -

IrE & FA814,0008 L (T T F:
17

i Al 4,027,000 T(Z & — T F ¢
6,453,000 7T) o

M ESE EEEC2ERTZE
MAEE - AEEF AT @ & R e kS
BEEHER D BETRENG M
DEzABESR(REAFESE
BEE)RROBZIRDEEZRE
B -E=ZRRBAFELRERE-
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For the year ended 31 March 2021 & Z - -—F=A=+—HItFE

(18) RIGHT-OF-USE ASSETS (18)ERAEEE
Lease Lease
land  properties Total
HETH HEWHE #mat
HK$’'000 HK$'000 HK$'000
TETT T T T
Cost A
At 1 April 2019 RZE—NFMNA—H 14,162 — 14,162
Addition NE — 5,793 5,793
Exchange realignment PEE 5, 3 28 672) — 672)

At 31 March 2020

and 1 April 2020 EZFZE E | H H 13,490 5,793 19,283
Exchange realignment & 5 3 793 — 793
At 31 March 2021 RZE-_—F=A=+—H 14,283 5,793 20,076
Accumulated depreciation EFERBE

and impairment
At 1 April 2019 R-ZE—-—NFEOA—H 4,926 — 4,926
Charge for the year REEIX 226 241 467
Exchange realignment 0 3, 38 & (115) — (115)

At 31 March 2020

E’t\_?_vi A=+—~H

and 1 April 2020 rEZZ_ZTFMA—AH 5,037 241 5,278
Charge for the year REEFEH L 227 1,932 2,159
Exchange realignment e o 3 & 151 — 151
At 31 March 2021 RZE-_—F=A=+—H 5,415 2,173 7,588
NET CARRYING AMOUNT BREFE
At 31 March 2021 RZE-_—F=A=+—H 8,868 3,620 12,488

At 31 March 2020

R-ZE_ZFEF=A=+—H 8,453 5,552 14,005
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For the year ended 31 March 2021 HE—T-—F=FA=+—HIFE

(19) INTANGIBLE ASSETS (19EFEE
Gene invention
rights Goodwill Total
ERRAE BE H)
HK$'000 HK$'000 HK$'000
TR THT THL
coST KA
At 1 April 2019, 31 March 2020, RZE-NENA—R ZZ-%F
1 April 2020 and 31 March 2021 ZA=t-HB ZZ-ZFMA—H
R-Z--5ZA=t+-H 95,000 1,807 96,807
ACCUMULATED AMORTISATION ZHBHERAE
AND IMPAIRMENT
At 1 April 2019, 31 March 2020, RZE-NENA—R ZZ-%F
1 April 2020 and 31 March 2021 ZA=t-BH ZE-ZFMA-H
—E--%=f=t+-H 95,000 - 96,000
NET CARRYING AMOUNT EEFE
At 31 March 2021 W-E--£=fA=+-H - 1,807 1,807
At 31 March 2020 W-ZE-FE=A=+—H - 1,807 1,807

(20) FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS

(@)

Investments in convertible bonds

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

The Innovative Pharm Bonds bear interest at 3.5% per
annum payable in arrears annually with maturity on the
7th anniversary of the date of issue of the Innovative
Pharm Bonds i.e. 28 July 2021 (the “Original Maturity
Date”). The Group has the right to convert the Innovative
Pharm Bonds into shares of Innovative Pharm at any time
from the date of issue to the Original Maturity Date at an
initial conversion price of HK$2.5 per share.

(20)?;*&$1EE‘U\E%§Z£EE§

(@)

ABmRESZRE
RZE—mWFEA=-_+NH"
AEBERHEEEFR DA
Z51% M YR AFEB
4351930008 T KRB EF &
)R & 1 765,000,000 T
EiR —_ZE—MNFELA -+ N\H
HEMEBEXREYRIFBERA
AEMBRDBITASEAR
715,000,000/ 7T 2 7] # f% (& &
TEMBEES]) MAFER
370,193,000 7T °

<H i B8 25 (F 5 L F A £35%5FT
B ARSFHBHINMN EME
BELSTIEARTRAPRETRE
BEER BT -_—F+ A=+
NB(RREAD - AEEHER
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For the year ended 31 March 2021 B EZ =T -—F=FA=+—HItFE

(20) FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS (Continued)

(@)

Investments in convertible bonds (Continued)

The fair value of the Innovative Pharm Bonds as at 31
March 2021 with the assumption of two-year extension to
28 July 2023 (“New Maturity Date”), is determined based
on the valuation conducted by an independent qualified
valuer. The movements of the Innovative Pharm Bonds
are set out as below:

RO ZEQAFEFTABEZEZEHE

()

it

(@ TBREFKRE @

EMBEESFN_ZT-_—F=A
St HA(ETBERRTEHMRER
—E_=FLAZ+TNBU#FHE
HBEZAFEDERBILE
EREEMETZEEMEE °
BMBEEZ ZEHHIWT

HK$’000

FE 7T

At 1 April 2019 RZE—NFMNA—H 469,737

Change in fair value NEEE 101,328
At 31 March 2020 and 1 April 2020 R—_ZE_ZEF=A=+—HK

—E2-ZFMA—H 571,065

Change in fair value N EEDH) (104,743)

At 31 March 2021 R-_BE-_—F=HF=+-—H 466,322

On 26 July 2019, the Company and Innovative Pharm
entered into a deed of amendments to amend the terms
and conditions of the Innovative Pharm Bonds (the “First
Amendment Deed”). Pursuant to the First Amendment
Deed, (i) the interest payment dates for the interest of 3.5%
originally due on 28 July 2019 and 2020 were extended
to 28 July 2021; and (i) the additional interest of
HK$11,261,250, representing 15% per annum on the
annual interest multiply by three, was charged for the
extension for payment of interests stated in (i) and shall be
paid on 28 July 2021. The First Amendment Deed was
effective on 28 October 2019. Details of the amendments
of the terms and conditions of Innovative Pharm Bonds
were set out in the Company’s circular dated 16
September 2019 and the Company’s announcement
dated 28 October 2019. Accordingly, no interest was
received for the year ended 31 March 2021 (2020: Nil)
from the Innovative Pharm Bonds.

R-ZZE—hFELA=_+B &
AR EEMBEE TR E
15 7] B M B8 22 & 5 /) 6 R & (&
HAE—DETRE] - RIESE
—ERTRE - ()FI R B3.5%H
RERZZE-—NFER=ZZT_FTF
t A=+ N\BEHOFEZMH
HERE—_ZT-_—FE+A=+ N\
B Riyst()E Tl 7 B = &
HA 2B S W BX FI B 11,261,250 7% 7T
(BN FIRFFE15%F A=) I
AR -_E-_—F+tA-t+N\BX
MHFE - BE—DEITRER-Z
—hAFE+AZ-FTNBAEKEM
B (G S5 MR IR 2 55T 5F
BERARABHA-_ZT—NLF
NA+ARBzZBERERARGE HH
B_E—hLhF+AZZF+NHZA
ERN-BHW - HEZFT-_—F=
A=+—BHIEFETRKEEM
BEHEHAB(ZE - F:
) o
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For the year ended 31 March 2021 HE—T-—F=FA=+—HIFE

(20) FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS (continued)

RO EAFEFARZZEHME
(%)

it

ity

(@)

Investments in convertible bonds (Continued)

On 12 May 2021, the Company and Innovative Pharm
entered into, amongst others, the deed of amendment to
amend and vary certain terms and conditions in the
Innovative Pharm Bonds (the “Second Amendment
Deed”), whereby the Original Maturity Date will be
extended for 2 years to the New Maturity Date and the
Innovative Pharm Bonds will be amended to the date
falling on the ninth anniversary of the date of issue of the
Innovative Pharm Bonds.

Regardless of whether the Second Amendment Deed
was approved by the shareholders of the Company, the
Innovative Pharm Bonds were classified as non-current
assets because, in the opinion of the directors of the
Company, the Company expected the Innovative Pharm
Bonds to be recovered or settled more than twelve
months after the reporting period. In assessing the
presentation of the Innovative Pharm Bonds as current
and non-current, the directors of the Company have
taken into account the financial position of Innovative
Pharm and the reasonable timing of the settlement of the
Innovative Pharm Bonds, which is generally in line with
expected timeline for commercialisation of the Product,
and Innovative Pharm is expected to improve its financial
position through obtaining of loans from banks, and
equity financing as the capital market is expected to be
less volatile following the large scale of COVID-19
vaccination worldwide including Hong Kong.
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BEBSENHEHR+ @A
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(20) FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS (Continued)

(@)

For the year ended 31 March 2021 &%

Investments in convertible bonds (Continued)

At 31 March 2021, the fair value of the Innovative Pharm
Bonds as a whole is calculated using the Binomial Model.

The inputs into the model at the respective dates are as
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= (®)

— = —

=

T —FER

—F=A=+—AILER

RO ZEQAFEFTABEZEZEHE

BREREFKRE @)
NR—ZE-_—F=A=+—H 4
NER S S BB ATEIN_E

ZEARE B HRT A8 A ZUE

follows: S
2020
—E-FHF
Stock price (HKS) Betn E s (GET) 0.249 0.255
Conversion price (HK$) B (B T) 2.5 2.5
Discount rate B3R & 25.881% 25.555%
Risk free rate (Note a) 2 B A & (M 5T a) 0.206% 0.586%
Expected volatility (Note b) T8 H3 R i (B 3F D) 26.285% 24.341%
Expected dividend yield (Note ¢) TE BRI B K (FY s e) 0% 0%
Option life (Years) HAREEAR (FF 87) 2.326 1.3
Notes: B 3E -
(@) The rate was determined with reference to the yields of Hong Kong (a) ZANRDREBEBRNESRE
government bonds and treasury bills as at the date of valuation. SNEERARHZEEXRETE
(o) Based on the historical price volatility of Innovative Pharm for the (b) HRNEMBRERN_—_ZTZENELA

period from 18 July 2008, the date on which its shares were
resumed trading after suspension, up to the end of the reporting

date.

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

Innovative Pharm.

TNANBERNREREERZ
B EEHREHAHAERILEAMN
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For the year ended 31 March 2021 HE—T-—F=FA=+—HIFE

(20) FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS (Continued)

) ZEQAFEFTABEZEZEHE

(/)

it

(b) Bank structured product (b) IRITHEBHEER

2021 2020
TEC—F |EEiield
HK$’000 HK$'000
THERT FHE T

Bank structured product, at fair value  $RIT4&EBHE R H A TFE
(Note) (BF3E) 1,786 1,652

Note: The amount represents short-term highly liquid investments placed Mz R BEEHRR —E+ Vo

in a PRC state-owned financial institution, which are readily
convertible to cash. These investments are all denominated in
Renminbi with non-determinable return rate. The fair value of these
investments is based on estimated return of 2.3% (2020: 3.0%),
and the credit quality of these investments can be assessed by
reference to historical information or external credit ratings, if any.
As at 31 March 2021, none of these investments is either past due
or impaired and the Group’s maximum exposure to credit risk as
at that date is the carrying value of these investments.

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

BB A RER ARS8
HeEnBERE REREEI
HUARESE mMERHRRTS
BROEE 2EREZATE
TiiR23% (Z BB -F 4 : 3.0%) 2
FETEHRESE MZEREZ
FEEERAKLEBRTERIIN
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RZBFEARZE=SEERRE
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ZEMENEZRBEERABER
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For the year ended 31 March 2021 #Z—-Z —

(21) FINANCIAL ASSETS AT FAIR VALUE
THROUGH OTHER COMPREHENSIVE
INCOME

ion © Bl #55 ¥R 7% By o ()

—F=H=T-HIEE

2020

el —T-TF
HK$’000 HK$'000
TER TAET

Unlisted investment fund (note a)
Unlisted shares (note b)

FETRERES (HiEa) - -
JE L Rcn (M iEb)

Unlisted investment fund and shares were measured at fair
value through other comprehensive income (“FVTOCI”). Under
HKFRS 9, these investments are all classified as financial assets
measured at FVTOCI. Subsequent changes in fair value of these
investments are recognised in FVTOCI Reserve and the
cumulative gains or loss on disposals are recognised in retained
earnings.

The unlisted investment fund was denominated in HK$ while
the unlisted shares were denominated at Renminbi (“RMB”).

Notes:

(@

On 11 May and 2 June 2017, Extrawell Enterprises Limited (the “Subscriber”),
an indirect wholly-owned subsidiary of the Company, entered into
subscription agreements with KKC Capital SPC, a segregated portfolio
company incorporated in the Cayman Islands (the “Fund”), and pursuant
to which the Subscriber agreed to subscribe for 50,000 and 30,000
participating shares in the Fund attributable to the segregated portfolio at
aggregate consideration of HK$50,000,000 and HK$30,000,000
respectively on the respective dates (the “Investments”). The total cost of
the Investments of HK$80,000,000 was funded by the internal resources
of the Group.

During the years ended 31 March 2019 and 2018, the Group had
recognised the fair value changes in other comprehensive income in
accordance with the Group’s accounting policy as there was a significant
decline in the fair value of the Investments amounting to HK$59,047,000
and HK$20,953,000 respectively.

FEMBREES RROBAFEFTA

Hivzmba((RAFEFAEMLE
mREDAE - REEEMBRELE

RIS - ZFREVROBRIERYF
B A ARMEENRGE 2 EMEE - &
EREZAFEEREINEAFE
AR KSR ETER - M
EEEZRABREREERRE R
R

FLITREESUABTHE MIEL
MRDAARETAREDFHE-

B & -

@ RZE—+tFRA+—BR~NAZRH:
BECEARAAIREBESFD(XA
Al M2 AW E A ) BEKKC Capital
SPC(—HIRFAEHSEMALZE

%ﬁ%xé%ﬂA/‘T)( ZESDITLR
Bz By REFEREREAR
Hﬂﬁz‘%lﬁwﬁzzgﬁwﬂﬁ&ﬁéﬁéz
50,000 % }% 30,0000 £ E1 ik 15 « B E
% Bl 50,000,000 7T K 30,000,000
TZEERE]D ZEREKARAH
80,000,000 7T + E 7 & B ;) J56 & IR &
fif e
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For the year ended 31 March 2021 HE—T-—F=FA=+—HIFE

(21) FINANCIAL ASSETS AT FAIR VALUE
THROUGH OTHER COMPREHENSIVE
INCOME (Continued)

Notes: (Continued)

(b) On 13 January 2012, Jilin Extrawell Changbaishan Pharmaceutical Co.,
Ltd. (“JECP”), a wholly-owned subsidiary of the Company subscribed for
RMB2,500,000 of the registered capital of BEIR(_Ei5)EFEEIEREER A
7] (“Shanghai Longmark”) by way of capital injection. Shanghai Longmark
is a company incorporated in the PRC and engaged in provision of health
care management services. The subscription was completed in April 2012,
and the enlarged registered capital of RMB12,500,000 of Shanghai
Longmark was owned as to 20% by JECP and 80% by United Gene
HealthCare Limited, Shanghai (“Shanghai United Gene”), which
subsequently transferred its 80% interest in Shanghai Longmark to 5 EER
(EB)RFEEERSAMR AR (‘REEMK") in December 2012. Both Shanghai
United Gene and HEEAX are indirect wholly-owned subsidiaries of
Innovative Pharm. Shanghai Longmark was accounted for as an associate
of the Group upon the completion of subscription.

On 25 April 2013, JECP entered into a capital injection and subscription
agreement with &K and Xie Yi, a shareholder and director of the
Company, in which Xie Yi agreed to subscribe for RMB7,490,000 (the
“Subscription”) of the registered capital of Shanghai Longmark. The
Subscription was completed in August 2013, and the registered capital of
Shanghai Longmark increased from RMB12,500,000 to RMB19,990,000.
Accordingly, the Group’s equity interest of Shanghai Longmark was
diluted from 20% to 12.51%, and the respective shareholdings of 5 #Efk
and Xie Yi in Shanghai Longmark was 50.02% and 37.47% respectively.
As a result of dilution, the Group considered it was no longer in a position
to exercise significant influence over Shanghai Longmark and Shanghai
Longmark ceased to be an associate of the Group. Shanghai Longmark is
accounted for as unlisted investments as the Group has the intention to
hold the investment for a continuing strategic and long-term purpose and
is measured at fair value. The investment cost was reduced to zero in prior
years by share of loss of Shanghai Longmark.

R-ZZT——Ff—A+=H ARQFz%2
EMBRAREMBEEROLEEAR
AR(EMBEDIEFRBEAR
#%2,500,0007T 2 AR ( E8E) @R E B
BREERAR(T LEEER]) 2EME
Ko FBERA KT EFMALIL
RERHUHBEEERBEZ AR - ZRE
FEHEHR T _FMAXK " mLEEE
I 2 4% 1% X 5 it & A< A R % 12,500,000
TR EERBEREF20%EHEER
(B REEERERBERAR ([ LG8
AERDEAESO%  LEHAERER
RZE—ZF+-AEEERLEE
A% 80% #E a5 T R BE AR ()8) B R E B R
BERAR(REMRK]) - EEBAEER
FRERYAEMBEZHAEZER
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MAEREFBRNR EESERZSER
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BitE2 BRERAADE LSRR ZE
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For the year ended 31 March 2021 B EZ =T -—F=FA=+—HItFE

(22) INTEREST IN AN ASSOCIATE

(22) R — B & 2 7 > M

2021 2020
b Sl — T T4
HK$’000 HK$000
FET FAT

Cost of investment in an unlisted associate ~ MW —R3F FMEE N aFl 2
(Note) 1R E R (B 5E) 337,000 337,000

Share of post-acquisition losses and other  FE{G UL BB & ET 18 &

comprehensive expense HE2mEMAXZ (12,982) (10,103)
324,018 326,897

Note: The amount represents the fair value as at 28 July 2014 of the 49% equity
interest in Smart Ascent Limited as retained by the Group upon completion
of the disposal of 51% equity interest in Smart Ascent Limited on 28 July
2014.

The Group’s associate, Smart Ascent Limited (“Smart Ascent”)
is a private company with no quoted market price available for
its shares. The major asset held by Smart Ascent and its
subsidiaries (the “Smart Ascent Group”) is the intangible asset
in relation to an in-process research and development project
(“In-process R&D”) involving an oral insulin product (“Product”).
As at 31 March 2021, the Group has engaged an independent
qualified valuer, Roma Appraisals Limited to conduct a valuation
of the fair value of the interest in the associate for impairment
assessment.

The asset-based approach was adopted in the valuation of the
fair value of the Group’s interest in the associate. In doing so,
various assumptions about the cash flow projections of the In-
process R&D and the Product were adopted. These
assumptions include the successful completion of the clinical
trials, obtaining of the regulatory approvals from the relevant
government bodies (in particular, the granting of the certificate
of new medicine and pharmaceutical manufacturing permit for
the Product by China Food and Drug Administration, now
known as National Medical Products Administration of the
PRC), and launching of the Product by mid of 2023. The
recoverable amount of the interest in the associate is
determined based on the Group’s share of the estimated fair
value of the In-process R&D after taking into account the lack of
control discount.

HE: e BER = F-—ME LA T AR
R A TS1%RER R - A
S5 8 T 4R B O A RS 1 49% BB =
F-MELAZTNBZAFME:

NREBzBLERARELEAER AR (E
ENA—RALEAR ERGHIEES
LHE-EEREMNBAR(THEEASE
BB 2T EEEABHBETH
ZHBEEB(ETHRZMED ZER
BE ERPSRORBEEZER(E
m)e - R-_E-_—FE=A=+—8"
AEEBEZE—RBUGERMGERM
EERBRTIEERARRREE QT
ZHEZZATFEETHE UFHE
TIRAE °

RAEBERBERA2ERZZ AT
BETHERKAEELE  EILBE
hRERAETHZABRESZES
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For the year ended 31 March 2021 HE—T-—F=FA=+—HIFE

(22) INTEREST IN AN ASSOCIATE (Continued) (2R —EEE QT 2R @
Particulars of the Smart Ascent Group at the end of the EEEBRMERRIFBOT :

reporting period are as follows:

Effective
Place of interest held by
incorporation/ Class of the Group/ Measurement
Name of associate operations shares held Smart Ascent Principal activities method
EMREL FrERAD AEE ELR
BEAEERB EEME E 5l BRERERZ TEEK STEAR
Smart Ascent Hong Kong Ordinary 49%  Investment holding Equity
A B i REERK i 4
Subsidiaries of Smart
Ascent
EECHEBAR
Fosse Bio-Engineering Hong Kong/ Ordinary 51% Development and Equity
Development Limited China commercialisation of
oral insulin products
BEEMIRBRLA BE/HHE i B2 KB i AR i #
REREM
BHEMIR(LS) China Registered 51% Inactive Equity
BRERAE capital
H A& AR =R i ¥
Welly Surplus Development Hong Kong Ordinary 51% Inactive Equity
Limited
mBERER LA ik i =R e i ¥
Nation Joy Industries Limited  British Virgin Ordinary 100% Inactive Equity
Islands (“BVI")
B EEERRT KERAHES LA EmE i ¥
([HERER

)




(22) INTEREST IN AN ASSOCIATE (Continued)

The summarised financial information of the associate, adjusted
for any differences in accounting policies and a reconciliation to
the carrying amount in the consolidated financial statements,

are as follows:
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For the year ended 31 March 2021 B EZ =T -—F=FA=+—HItFE

TN

K

(2R —BEHE QTR 2R @

AlZHMBENBRE(EREM
SR BRRERFELAR) RREAM
BRENEREEHRET

2021 2020
N T -TF
HK$’000 HK$’000
TE T TH&T
Non-current assets FERBEE 284,445 284,260
Current assets mENEE 5,083 7,938
Current liabilities mBaE (46,312) (39,849)
Non-current liabilities eI UN=E (47,575) (31,394)
Non-controlling interests FEVE IR = (119,660) (123,853)
Non-current assets include IREEERIENTHEAE
the following:
Intangible assets — In-process R&D EEE — E1TH 2% 284,260 284,260
2021 2020
N a = —TF
HK$’000 HK$’000
THET TH&T
Revenue W 25 _ .
Loss and total comprehensive expense  E538 N & T A Sz 48 %8 (10,068) (13,130)
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For the year ended 31 March 2021 HE—T-—F=FA=+—HIFE

(22) INTEREST IN AN ASSOCIATE (Continued)

(2R —BEHE QTR 2R @

2021 2020
—E - —F [Eeiieiod
HK$’000 HK$’000
THET F& T
Net assets of the Smart Ascent Group # 4 1E B A FE(L#E 4+ =B & E
attributable to owners of Smart FE
Ascent 91,227 97,102
Proportion of the Group’s ownership 7N 5 B A ¥ 4 7 PTG HERE 25t Al
interest in Smart Ascent 49% 49%
Carrying amount of the Group’s interest 7N 5 B i i £ (1E & — BB <
in Smart Ascent as an associate NE)ZEwEZREA 44,701 47,580
Adjustment for remeasurement to fair A EBMEE QA FERVIRER
value of the assets of the Smart NEHMTERE
Ascent Group on initial recognition 279,317 279,317
324,018 326,897
(23) AMOUNT DUE FROM AN ASSOCIATE/ () EW—EHBE QIR B8
LOAN TO AN ASSOCIATE 3
2020
TEC—F |EEeiield
HK$’000 HK$’000
FET F& T
Amount due from an associate FE U — B & A B SRR
Smart Ascent (Note a) # A& (ffsxa) 41,947 38,377
Loan to an associate EXT-HEEBE QA
Smart Ascent (Note b) # £ (M aEDb) 16,118 15,383
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(23) AMOUNT DUE FROM AN ASSOCIATE/
LOAN TO AN ASSOCIATE (Continued)

Notes:

(@)

As at 31 March 2021, amount due from an associate is unsecured and
interest-free. Principal amount of HK$41,941,000 (2020: HK$41,941,000)
is expected to be repaid after 6 years from 28 July 2014. Thereafter, there
is no fixed term of repayment, Such amount due from an associate is
recognised at its fair value of HK$8,455,000 upon the disposal of Smart
Ascent at a discount rate of 26.99%. During the reporting period, imputed
interest income of HK$3,570,000 (2020: HK$8,989,000) is credited to
profit or loss.

On 27 July 2018, the Company and Innovative Pharm through their
respective wholly-owned subsidiaries as lenders and Smart Ascent as
borrower entered into a shareholders’ loan agreement for a loan to Smart
Ascent amounting to HK$30 million in total (the “Loan”), to be contributed
as to 49% i.e. HK$14.7 million by the Group and as to 51% i.e. HK$15.3
million by the wholly-owned subsidiary of Innovative Pharm, which would
be used to finance the working capital requirements of Smart Ascent
Group for the oral insulin project. The Loan is unsecured, interest bearing
at 5% per annum and has a repayment term fixed at 60 months after each
drawdown of the Loan.

As the provision of the Loan was made in proportion to the equity interest
of the shareholders in Smart Ascent and on normal commercial terms, this
connected transaction is fully exempted from the reporting, announcement
and shareholders’ approval requirements under Rule 14A.89 of the Listing
Rules. Also, the applicable percentage ratios in respect of this connected
5%,
discloseable transaction of the Company under Chapter 14 of the Listing
Rules.

transaction are less than it therefore does not constitute a

As at 31 March 2021, Smart Ascent had drawn down HK$30 million (2020:
HK$30 million) of the Loan, and the balance as at 31 March 2021
represented the Group’s 49% (2020: 49%) contribution to the Loan and
the interest receivables.

As at 31 March 2021, loan to an associate is unsecured, carried interest
at 5% per annum, and repayable in 60 months after each drawdown.
During the reporting period, interest income of HK$735,000 (2020:
HK$556,000) is credited to profit or loss.

WF
For the year ended 31 March 2021 #Z—-Z —

S Bl %5 ¥ % B & ()

—F=H=T-HIEE

(B ER—EHEQNIARE &

MT—HEBERT @

g

R=ZFE=Z—F=A=+—8" El—
FHERAARNEAEERAREE - &
£ %41,941,0008 T(Z T = T F:
41,941,000 7o) EH#E R =T — I
FELtA-t+t N \BRBRAANFREE-
% MERTERSH  5EEEK—
MEE AR ZHRBEREE#EAERER
A F{E8,455,000/8 THER ' BB X A
26.99% - RBEH R HEFE KA
3,570,000 7t (= Z — Z £ : 8,989,000
BI)BEt AlBa o

RZZFE—NFtA=Z+tRH AQFR
EMBEFAKESACZEZENBA
AIERBERD) REE(WEAERA)E]
N EER RS MEERESEE
7%300000002&%2,%? K ([ZE D) -
A S E R 49% 18 ( BN 14,700,000
BL)RBAEMBENZENB QAR
#51% 5% IE<ED15300000/%75) V=
EAXESERORBEEEBEEZEESR
SHRRKIREHBE ZERBEER IR
FF 5% ERBERTIRIRRZE R
%601E A NEE -

HRZEREZREREEMEE 2 #
7 bb I IR AR N0 3R — AR P R SRET AL 0 W
HWEBHERGEL2EACET EMR
BIE14A 89 KT T B3R ~ A F RARE#HE
HZERE B BREEREEER
SZEBAEDLRERS%  WAEK
FTHRANFEAEB I ZARAATE
BRS-

R—_E-_—F=ZA=+—8"
2 X % B 730,000,000/ 7t (=
4 : 30,000,000 7L) 2K\ MR =F
T F=ZA=t-—Br&EHBELAER
RZERMREZ4%(Z T F
49%) & K FE UL F B, o

pii e )
T_-F

R_BE-_—F=ZA=+—H EXRF—
MBS AR BEER  REF K%
B WARSXIRIEE R NEE -
AR EEIA - F B U A 735,000 7T (=
T T4 : 556,000/ T) BT AR
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For the year ended 31 March 2021 HE—T-—F=FA=+—HIFE

(24) INVENTORIES (24) FE

2021 2020

—E - —F [Eeiieiod

HK$’000 HK$’000

F&ExT FAT

Raw material [ 4 # 3,850 2,033

Work-in-progress £ 2 5 1,421 1,056

Finished goods 2IPK 5 2,287 2,776

7,558 5,865

(25) TRADE AND BILLS RECEIVABLES (25) ESERERERRAKRERERE

2021 2020

N e = —TF

HK$’000 HK$’000

F#E T FAT

Bills receivables fE U Z= % 1,127 827

Trade receivables =N LT 50,538 53,063

Less: Provision for impairment loss on 5 : & 5 & Ut BE 200R 18 85 18 B

trade receivables (42,535) (43,406)

9,130 10,484
The Group’s trading terms with its customers are mainly based AREHHEERFP B FBEATITEAR
on credit, except for new customers, where payment in HOEFREP—MREEBELENR —
advance is normally required. The customers are generally given BERT BFEAESAH1208 E
credit period for 120-180 days, extending up to one year for 180 ZIEEH mETEEEZF,AE

some major customers. HEREZ—F-
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For the year ended 31 March 2021 B EZ =T -—F=FA=+—HItFE

(25) TRADE AND BILLS RECEIVABLES (Continued) (25) & 5 F&E Ut IE 5 & JE 1 = i

(#&)
The ageing analysis of trade and bills receivables (net of BOREWEZILNEVRZEERE (MR E S
provision of impairment loss on trade receivables), based on FEWEFOREBEEEEG ERNEEAR
invoice dates are as follows: HZBREDTAT
2021 2020
it i T TF
HK$’000 HK$'000
THET FHET
Within 90 days 0HMRA 6,134 3,707
91 to 180 days 91E180H 1,257 4,238
181 to 365 days 181£365H 1,739 2,539
9,130 10,484
The ageing analysis of trade and bills receivables which are past ERmHBERBEZE S EIKRET LE
due but not impaired are as follows: WEE ZERBSTOT :
2021 2020
TEZ—F Emimiics
HK$’000 HK$’000
THET T T
Neither past due nor impaired Kig BRI R RVE 7,391 7,945
Past due but not impaired — B H{ERBE—1808 K
within 180 days 1,739 2,539
9,130 10,484
Trade receivables are assessed for impairment on individual 2 5 REIER 2k (E Bl o R AE B (T
basis as well as a collective basis. Objective evidence of B EWRIEA S 2 BERE
impairment for a portfolio of receivables could include the BIEMBEAER BT WKL
Group’s past experience of collecting payments, an increase in HEANTEEEFETHBEFYEEH
the number of delayed payments in the portfolio past the 1202180 H 2 K &% 1N - LA K% B2 fE Uk
average credit period of 120 to 180 days, observable changes RIEHBEAR 2 E S &EAR R
in national or local economic conditions that correlate with AR 7B Bk & o

default on receivables.
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For the year ended 31 March 2021 HE—T-—F=FA=+—HIFE

(25) TRADE AND BILLS RECEIVABLES (Continued) (25)E 5 FE Uk I 5 2 JE W = 18

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

Included in the Group’s trade receivable balance are debtors
with aggregate carrying amount of HK$1,739,000 (2020:
HK$2,539,000) which are past due as at the reporting date for
which the Group has not provided for impairment loss.

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

(&)

ABHTABMEZEZREREERSR
AEBERGNFREE  ERFER
Z FEURBR K

AEEESEVEREHPREREE
A #£1,730,000 (= T = T F:
2,539,000% 7T ) 2 FE U BR Sk R R & H
HAE @ AR - M AR B s R BE UL VR R
EEEREE-

EHRBRBEREZSHINT

2021 2020

il bkl — T T F

HK$’000 HK$’000

F#&E T FAET

At 1 April R A—H 43,406 40,165

Provision for impairment on trade B H5EWBRTORERBE FEE

receivables, net 1,268 5,921
Reversal of provision RO & E (3,998) -
Amount written off as uncollectible i sE AT U El 2 5B (1,403) -

Exchange realignment [ 35, 2 28 3,262 (2,680)
At 31 March R=B=+—~ 42,535 43,406
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(26) DEPOSITS, PREPAYMENTS AND OTHER
RECEIVABLES

Re)ZE ANREAREMERK

MIH

2021 2020
TEC—F leiees
HK$’000 HK$000
FET FA&T
Deposits ®e 747 902
Other receivables H b JE Y F TR 61 495
Prepayments JEfF B 799 775
Trade deposit BEo5%e 656 2,615
2,263 4,787
(27) PLEDGED BANK DEPOSITS N EEFRTER

Pledged bank deposits represent deposits pledged to a bank to
secure short-term banking facilities granted to the Group and
are therefore classified as current assets. The pledged bank
deposits carry variable interest rates ranging from 0.1% to 0.7%
(2020: 1.45% to 2.5%) per annum.

BRI RIEEE T IRITUESR
AEBERZEHBETREHEEZE
RZGEH WO BEARBDEE - BEK
BRTERRZHMNENTEF01%
BOTH(Z BT F : 1.45%E2.5%)
ETE e
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(28) CASH AND BANK BALANCES

Bank balances carry variable interest rates of 0.001% to 1.85%
(2020: 0.001% to 2.6%) per annum. Conversion of RMB into
foreign currencies is subject to the PRC’s Foreign Exchange
Control Regulations and Administration of Settlement, Sale and
Payment of Foreign Exchange Regulations.

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

(28) 3 & & R 17 & &%

RITEBRIEZHFEETF0.001%E
1.85% (=T = Z F : 0.001% £ 2.6%)
AR AREEBAIINE BB R E
2 GNEE B IR ) LA K A5 BE - B BE K
EEEET o

ReRASSEER 2 REAETEX
TEWEHE -

2021 2020
Sl T T4

HK$’000 HK$’000

FE T FHET

Euros (“Euro”) BT ([BoT)) 2,910 3,780
Hong Kong dollars (‘HK$”) B (Al 36,217 50,922
RMB AR 24,580 11,885
United States dollars (‘US$”) Erx(=Ex)) 63,003 59,850
126,710 126,437

(29) TRADE AND BILLS PAYABLES

Trade payables are non-interest bearing and the normal trade
credit terms granted to the Group range from two to three
months from the date of invoice.

The ageing analysis of trade and bills payables, based on
invoice dates are as follows:

(29)

EZRARIAREMNRE

BHRNERB IR MAKEE
Be—REZFEERNFERAHRE
AARE=EA -

REZZAHZEFENMN KRR REN
SRZEREDTMT

Within 90 days 90 A &

91 to 180 days 91£180H
181 to 365 days 1812 365H
1to 2 years 15224
Over 2 years 2P F

2021 2020

g el N T EF
HK$’000 HK$'000
TERT FHET
4,290 3,255

1,613 081

26 3

240 1,517

523 483

6,692 6,239
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For the year ended 31 March 2021 B EZ =T -—F=FA=+—HItFE
(30) ACCRUALS, OTHER PAYABLES AND (B0)FEIREH  HMELSHRER
CONTRACT LIABILITIES EHNEE
2021 2020
TEC—F leiees
HK$’000 HK$’000
TH& T FE T
Accruals (note a) FEIRE A (Mita) 12,514 13,117
Other payables (note b) H b BN 3B (M 3Eb) 16,346 19,134
Contract liabilities BRAEE 5,033 3,801
33,893 36,052
Notes: B 7E -
(@) Mainly included marketing and promotion expenses of about (@) TEBFELHE LHEREZF 410,523,000
HK$10,523,000 (2020: HK$9,915,000). BT (ZZEZFF : 9,915,000/ 7T) °
(b) Mainly included payables for acquisition of property, plant and equipment (o) TEBRHEKWEBEDE BMELERED
of about HK$3,033,000 (2020: HK$5,638,000), payables for marketing FE N FX I8 493,033,000 gt (ZE =&
and promotion expenses of about HK$5,071,000 (2020: HK$4,480,000) & : 5,638,000 70) ~ FEfT & 8 R HEE
and other tax payables of about HK$4,160,000 (2020: HK$4,473,000). 2 F 495,071,000 T(Z & = & F:
4,480,000 7T ) & H b & 1 B 5K 4
4,160,0007% 7T (= ZF = Z 4 : 4,473,000
HBIT) °
The following table shows the amount of the revenue TRIWRBE_E_—F=ZA=+—
recognised for the year ended 31 March 2021 relates to AtFERRENEGESNAEER#H
carried-forward contract liabilities. WS &% o
2021 2020
—E - —F Eeiies
HK$’000 HK$’000
THERT FHT
Revenue recognised that was included in R A —HM AR N B EEH 2
the contract liabilities balance at 1 April 2 fER U 25
— Sales of pharmaceutical products — $HE® D 2,086 965
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(31) LEASE LIABILITIES

BNHEERE

2021 2020
—E-—F —EEF
Present Present
value of value of
Minimum  minimum Minimum minimum
lease lease lease lease
payments payments payments payments
BEHEE KEAE EBSIEREN-T i
TR H[RRE 3% FHRE
HK$’000 HK$’000 HK$’000 HK$’000
THET FET FAT TFHT
Not later than one year TBR—F 1,904 1,771 1,904 1,692
Later than one year and not BR—FRTER
later than two years R F 2,174 2,123 1,904 1,846
Later than two years and not BRWFENTER
later than five years HF - - 2,174 2,048
4,078 3,894 5,982 5,586
Future financial charges AR H X (184) (396)
Present value of lease liability HEBBERE 3,894 5,586
Amount due for settlement R—ERNIEEE
within one year (shown under 2 I
current liabilities) (RmehaFEs
T2%)) 1,771 1,692
Amount due for settlement after R —FEE| AL E
one year ¢ 2,123 3,984

The Group leases office premises for operation and these lease

AEEHERRSHETEE

- faras
7%

liabilities were measured at the present value of the lease
payment that are not yet paid. All leases are entered at fixed
prices.

Lease obligations of the Company are denominated in Hong
Kong dollars.

HERBREHARXNNHEENRRE
TE - FTAEHEANDNIZEEBHBATL -

RARBEEREEAETEE-
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(32) DEFERRED TAX ASSETS BEEHEEE

Details of the deferred tax assets recognised and movements
during the current and prior years are as follows:

AEERBEFERRZEEHEE
EREBRENT

Decelerated tax
depreciation

WEBETE
HK$’000
FHE T
At 1 April 2019, 31 March 2020, RZE-—NFEA—RB ZZT=FF
1 April 2020 and 31 March 2021 =A=+—8 ZZ2=-FFWMA—H
rEZZEZ—4F=ZHA=+—H 69

As at 31 March 2021, the Group had unused tax losses arising
in Hong Kong and the PRC of approximately HK$6,223,000
(2020: HK$6,223,000) and HK$1,540,000 (2020:
HK$12,717,000) respectively available to offset against future
taxable profits. No deferred tax asset has been recognised due
to the unpredictability of future profit streams. Tax losses arising
in Hong Kong may be carried forward indefinitely. Tax losses
arising in the PRC will expire in 5 years from the year of
origination since 2015.

R—_ZETE-_—F=A=+—H8 K&
ERES KB EE - AT 7K 8 kK
RERM N ZADEBREEBRS
Bl A #16,223,0008 L (= Z T F:
6,223,000 7T ) & 1,540,000/8 7t (= &
— FHE 12,717,000 7T) ° B K K
St A A B FBOR I £ RE R B IE B
E-RBEAEEZRGERETERS
HgE.- g T —HFER RAEEL
ZHEEBRBREELEZFRASFENRN
E|Hf o
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(33) CONVERTIBLE BONDS

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

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

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

(33) A & I & 35

RZEBE—=FtA+8B xAaa%
177N % 48 %8641,300,0007% 7T 2 Z B 7]
BREEHF(ATBBRESR]) RREAR
FRAREFHBMD0.6413B L NE
5 # 1% 8 & 5 1,000,000,000 f% 48 2
ARG ATARESR D B EIT T
Ong Cheng Heang 7t 4 ([Ong %t &£ 1) &
THREBELX(EBLD  FADBE
%% 17 7K % 320,650,000 7T A&
B 52 A Uk B 3 A 2 T 82 49% HE = AT
Ongt EBEEZEEBRBRRELE
E MEBLIEETARRAESTES
=+ _-_AAEB ALt AKX
RARE -

BEHFEFBEATEERIBE ===
FLA+NBAECEEERKZA
MR ES R L BER0.6413 L #5 Al
BRRESHBRAARARZEBR
AR REEIRTAR -

ARE S T A T84T - AR E
5B FEHMH 2 A FEAE20,712,0007%8
T EDNDERABUETRKRES 2B
TMEMNETKEBRRRRZEER
BRAMRIE S REEZET - ERFI X
B18.72% - DI AR EHFE R
72 AR 2 A F {E569,288,000 % T
TDERAZEAEXGFE ZEX &
AZBRT :

Date of issuance

16 July 2013

BITHH
—F-=%tA+xH

Stock price (HK$) IR(E (B T)

Exercise price (HK$) TEECET)
Discount rate A 35 &

Risk free rate (Note a) 7 25 F & (Ft s a)
Expected volatility (Note b) T8 B0 i@ (Bt 5 b)
Expected dividend yield (Note c)

Option life (Years) HAHE HABR (45 B)

B BB ez R (K aEe)

0.59
0.6413
18.72%
2.63%
66.55%
0%

20
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(33) CONVERTIBLE BONDS (Continued) (33) AT 42 IR & % (m)

Notes:

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

it -

ZMNEN2EBZEBRNES RESFR
HEAMZESXRERE -

(b) Based on the historical price volatility of the Company for the period from (o) ER AR R-_ZEZAF+_A=-+
24 December 2009 up to the date of issuance of the Convertible Bonds. MAEErHRESZETHDHHEEZB
FEEKES
© Estimated with reference to the historical dividend payout of the Company. (© ZERNRIHBERSIRNMSMIEE -
Movements of the liability component of the Convertible Bonds TTHEEASEa GBS 2 & 8) =5
are set out below: m
Principal
amount Carrying
(note) amount
PN
(B &E) FREE
HK$’000 HK$’000
T T THT
At 1 April 2019 R-ZZE—NFMNA—H 577,170 49,635
Interest charge BT H — 9,315
At 31 March 2020 and 1 April 2020 R-_E-_ZTF=HA=+—H
M -_ZFIMA—H 577,170 58,950
Interest charge B X E — 11,030
At 31 March 2021 WR_E-_—F=H=+—H 577,170 69,980
Note: At the date of issuance, the principal amount of the Convertible Bonds Mz NBE{THE TBRREEZALES

was HK$641,300,000, and thereafter the following events have taken
place:

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

641,300,000/ 7T * M E & ZHE T 5 F
I8

R-ZTE—=ZF\ARAB XE&HEA
64,130,000/ 7t 2 Al 2 f% (& % #E 12 &
100,000,0008& A& A ] E @A - MR E A
SRR ERAR0.64138 T ©
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(33) CONVERTIBLE BONDS (Continued)

Note: (Continued)

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

On 8 October 2019, Innovative Pharm disposed of the Convertible Bonds
to Dr. Mao.

On 23 December 2019, Dr. Mao disposed of the Convertible Bonds to
United Gene International Holdings Group Limited, in which each Dr. Mao
and Dr. Xie Yi indirectly holds 33% of interests.

(34) DEFERRED INCOME ON GOVERNMENT
GRANT

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

(83) AT A R B & (@)
B E - (48)

R-_ZTE—=F+F-_+HB  _T—
MEPM /S -—+mWA —ET—MWFEN\A
=t+tH - =ZZE—WFE+=-A=+—8
F_Z—RFEWNA=1+H XLEH
A % 320,650,0007% JT - 64,130,000 7
JT ~ 64,130,000 7T * 64,130,000 7T &
64,130,000 7T 2 FI AR & % B F Bl
BEHEREHLIES -

RZF-hE+ANR EMBERE
BEHEARRES -

R-ZZE-NAF+-A=-+=H" E£1&
=+ M United Gene International Holdings
Group Limited X & AJ 2 i & %5 - ™ £ 18
T+ R+ 5 R BB 33% °

(34) BT 5 BY o2 3R ZE W A

EMAE R B AT A E %t
BT 25 PR 2 A B < BT B 2
ERAEBLT :

2021 2020

N e = —TF

HK$’000 HK$’000

FE T FAT

At 1 April R A—H 4,803 5,267

Recognised in profit or loss (note) RiB e R (M FE) (123) (121)

Exchange realignment PE 7 o # 396 (343)

At 31 March R=A=+—H 5,076 4,803
Analysed as: DA

Current liabilities Uk IN=RE 127 117

Non-current liabilities ERHEaE 4,949 4,686

5,076 4,803

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

M ARME BMERRBZBAMBBEA
FER B B & 71 4 IR A B 2 R T A
YTHREBEEZEHFHARNZERE

HAGARERRLEARER -
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(35) SHARE CAPITAL (35) I FiN
2021 2020
TEC-—F ekt
HK$’000 HK$’000
THERT FH T
Authorised: JETE -
20,000,000,000 ordinary shares of 20,000,000,000 f% & % HE &
HK$0.01 each 0.018 Lz i@ 200,000 200,000
Issued and fully paid: EZETRHE -
2,390,000,000 ordinary shares of 2,390,000,000 fi% & f% M &
HK$0.01 each 001 BTz LB 23,900 23,900
(36) HOLDING COMPANY STATEMENT OF (36) = ig » 7] Bf AR W 5k
FINANCIAL POSITION
2021 2020
—E-—F EEedml¥-a
Notes HK$’000 HK$’000
M =E TH&E T TH&T
Non-current assets FkREBEE
Interests in subsidiaries — unlisted LI NG PR X
— LW 40 629,927 629,927
Amounts due from subsidiaries NG E ] 368,832 300,419
998,759 930,346
Current assets REBEE
Deposits, prepayments and other %E  -FERMNFTBEEEM
receivables FE W SR IE 312 427
Cash and bank balances Be MIRTTHEH 58,814 73,197
59,126 73,624
Total assets WEE 1,057,885 1,008,970
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(36) HOLDING COMPANY STATEMENT OF
FINANCIAL POSITION (Continued)

(36) 1= B 2 7] Bt & Ak R &k (@)

2021 2020
el N T EF
Notes HK$’000 HK$’000
B =E FE&T FA&T
Current liabilities REBas
Accruals and other payables TBIRE B M EMEN IR 932 753
Amounts due to subsidiaries FET B & R 3B 143,943 84,094
144,875 84,847
Non-current liabilities kRBEME
Convertible bonds B E S 33 69,980 58,950
Total liabilities BEE 214,855 143,797
Equity k=
Share capital [N 35 23,900 23,900
Reserves & 37 819,130 836,273
843,030 860,173
Total liabilities and equity mEBERER 1,057,885 1,003,970
On behalf of the Board REREES

Xie Yi
ETES
Director

EF

Wong Sau Kuen

EFHBE
Director

EF
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(37) RESERVES

The Group

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

(@)

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

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

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

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

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

FVTOCI reserve represents fair value reserve comprises
the cumulative net change in the fair value of equity
investments designated at FVTOCI under HKFRS 9 that
are held at the end of the reporting period.

(37) f# &

KEE

AEEFRBEZEDHFRHINZEFR
EMBRRZEARDEHRA -
SAFEBZEERENET

@ BOEERERBRAZEBD
[ B 2 FRIE o

b RETPEABEG AREET
GIR=NG T  ipd = PNCIEEY
H BB BRBL1& 05 B 98 B = B A
e BEANRFRA AEREREIEXL
REERCASBRERA  HEAX
BB BROA I P ELE T IR Bl Kz
SEhEMBARAEKERMAAZ
IR o

© AEBZBABRAREBEAKHE
R—NANEFETEAMIKEH
BABRAN 2 HEREBARRIE
REMBEZCBITRAAEZZE
B o

O EXREEEBIEBZEES
BEFEENRELSZIEEM
EEZWHEE -

€ FAMBESEZFERERESS
B 75 2R Y 5E4 A B AT R AR (F 5
IR Z Bt RRERZ AR A
BT BMBRESEDRDDOAED
[ /=

H BAFEFAEMEZEKREFE
EERRBENREARERE
MRS ENFEIRBERER
FEFFARMEE RS 2 BRAER
BRAFEZRAEHFENQF
Eféfm
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For the year ended 31 March 2021 HE—T-—F=FA=+—HIFE

(37) RESERVES (Continued) (37) & & )
The Company /NN
Convertible
Share Contributed bonds equity Retained

premium surplus reserve earnings Total

CE:Y g
RDEE HBABRHK e REERN BEr
HK$’000 HK$’'000 HK$'000 HK$000 HK$'000
T T FET FHETT T T T T

At 1 April 2019 RZE—RF

mA—A 191,738 64,636 512,359 82,794 851,527
Loss for the year AREEEB — — — (15,254)  (15,254)

At 31 March 2020 and R-—E-F &

1 April 2020 =A=+—8H
2 =FF
mA—H 191,738 64,636 512,359 67,540 836,273
Loss for the year KEFEEIE — — - (17,142) (17,142
At 31 March 2021 N_ZT—-——%&

=A=+—H 191,738 64,636 512,359 50,398 819,131
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For the year ended 31 March 2021 B EZ =T -—F=FA=+—HItFE

(38) RELATED PARTY TRANSACTIONS B EH A RS
(@ Save as the transactions and balances detailed elsewhere (@ BGAMBEHREREMID AL
in the consolidated financial statements, the Group has ZRGREGRI  REBBRFE
entered into the following transactions with related parties ERFIMLATEB RS
during the year:

2021 2020
—EC-—F e
HK$°000 HK$’000
FER FAT
() Consultancy fee expense paid to (ENERRIEL
Dr. Mao Yumin (“Dr. Mao”), (TEFELD(ERRAF
a shareholder of the Company BRI EMERX
(Note 33) (B 5E33) 663 357
(i) Loan interest income receivable (i) EWE R T —HEE QA
from loan to an associate ZERHMBWA 735 556
(iii) Imputed interest income from (iii) & Yr — R B & 2 B BB
amount due from an associate ZIEEF B WA 3,570 8,989
(b) Compensation of key management b) TEEEE 2K
The remuneration of key management for the year are set REEFEEEEBAES ZHEH
out in note 11. SRR
(39) CONTINGENT LIABILITIES B HAEME
As at 31 March 2021, the Group did not have any significant RZE-_—F=A=+—H8B KA&EH
contingent liabilities (2020: Nil). WEREMNERKRBBE(ZZE_ZTF:

&) -
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For the year ended 31 March 2021 HE—T-—F=FA=+—HIFE

(40) INTEREST IN SUBSIDIARIES 40) NI B A B = 2

Place of
incorporation/
registration/ Registered/issued and Effective interest held
Name operation fully paid share capital by the Company Principal activities
EMRY BT HZM/BRTR NGRS
A8 Ed- a1 HERK ERER TEER
2021 2020
TEC-F ke

Directly held

EERR

Extrawell (BVI) Limited BvVI US$10,000 ordinary shares 100% 100% Investment holding

EERAHS 10,0003 7T & i@ % BREER
Jilin Extrawell Changbaishan China RMB33,000,000 100% 100% Development, manufacture
Pharmaceutical Co., Ltd. ("JECP”) registered capital and sales of pharmaceutical
(note a) products
EMBERBLEXERAR  HH AR #33,000,000 7T RE HERKEER
(TEMEE]) (Mta) BRIE¥N

Indirectly held

BERE

Extrawell Enterprises Limited Hong Kong HK$20 ordinary shares 100% 100% Investment holding and

20# L EBER property investment

BEAEBERAR B HK$1,000,000 REZRRMERE
non-voting deferred shares
1,000,000/ 7T
ERZRERLTRR

Extrawell Pharmaceutical (HK) Limited Hong Kong HK$2 ordinary shares 100% 100% Provision of agency services

BREX(FB)ERAA EE 2B TEBK RERIERS

South Asia Pharmaceutical (China) ~ Malaysia US$1 ordinary share 100% 100% Marketing and distribution of

Limited pharmaceutical products
BRAD 1ETEER HEERAHER
Changchun Extrawell Pharmaceutical  China RMB50,000,000 73% 73% Development, manufacture
Co., Ltd. (“CEP”) (note b) registered capital and sales of pharmaceutical
products
RERBEERBAERAA HE AR #50,000,000 7T RE HERHEER
(RERBE] () ERIEEN
Best-Bio Developments Limited BVI/China US$1 ordinary share 100% 100% Investment holding
KBRLEE/ 1ETEAR REER
#

Right & Rise Limited BVI/China US$50,000 ordinary share 100% 100% Holding of gene invention
rights and investment
holding

KBRLESE/ 50,000% 7t % @ ik REEREHERRERR
#




(40) INTEREST IN SUBSIDIARIES (Continued)

Notes:

Annual Report 2021 —Z = —4 43R

NOTES TO THE CONSOLIDATED
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For the year ended 31 March 2021 #Z—-Z ——

() JECP is a wholly foreign-owned enterprise established in the PRC with an
operating period of 15 years commencing from 22 April 1999. JECP has
renewed its operating period up to 22 April 2024.

(b) CEP is a joint stock limited company established in the PRC.

The above table lists the subsidiaries of the Company which, in
the opinion of the directors of the Company, principally affect
the financial results of the year or form a substantial portion of

the net assets of the Group.

None of the subsidiaries had issued any debt securities at the
end of the year or any time during the year.

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

& 8115 ¥k 2% Bid 5 (@)

F=HA=ET—HIEFE

||-7T

(40) A M B8 2 B) 2 B8 2 (40)

it -

@ BEMEEDRABEKRILIZIIEEE D
¥ HEREHAE-NAANFEOA=-F
T HEF15F - EMBFECEEELE
HE_Z-_MFEMA_+-A-

) EEBREDRAFBERIZENERA
G

ERMINZARBINMBERBRR/ARRE
EERRIERERNFEVHREAL
BRASEEEFEEANID M B

AR ¢

P B R S F A o] B P - 4B 4 B
BRBBRITEMNERE

TRITASERAENFERER
ZHEEMBRR ZFFIE

Place/country of
registration/ Proportion of ownership
incorporation/ interests/voting rights held  Profit allocated to non- Accumulated
Name of subsidiary operations by non-controlling interests controlling interests non-controlling interests
BR/EMAYLS FEREEFEZAEE AREFZR
WEAR AR Lg%/ R BR/ REELH BHEZER R FERESR
2021 2020 2021 2020
TEC-F Embdmblal —E- -5 Eakmbdi
HK$'000 HK$'000 HK$’000 HK$'000
TR TEL TER TET
CEP PRC 27% 27% 1,435 2,301 (1,196) (2,632)
RERE hE
Individually immaterial subsidiary with
non-controlling interests - — (15) (15)
FAFERER BN EXNE
NS
1,435 2,301 (1,211) (2,647)
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For the year ended 31 March 2021 HE—T-—F=FA=+—HIFE

(40) INTEREST IN SUBSIDIARIES (Continued) (40) 7 Bt /B A B 2 K& 2= (@)

Summarised financial information in respect of CEP is set out
below. The summarised financial information below represents

ERAREREZVBENBREZS 4
T TR BERAMEREEARA

amounts before intragroup eliminations. M HAT 2 &8 -
CEP RERE
2021 2020
b N T -FF
HK$’000 HK$’000
FH&E T FAET
Current assets BB E 39,981 26,837
Non-current assets EmBEE 138,145 132,569
Current liabilities mE B G (165,277) (152,647)
Non-current liabilities FEmBEE (9,838) (9,081)
Equity attributable to owners of RAGHAE ANEERER
the Company 4,207 310
Non-controlling interests JEIE RS RE S (1,196) (2,632)
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For the year ended 31 March 2021 B EZ =T -—F=FA=+—HItFE

(40) INTEREST IN SUBSIDIARIES (Continued) (40) R B AR 2@
CEP (Continued) RERE @

2021 2020

ZE-—F el

HK$’000 HK$’000

FHET FAT

Revenue I == 78,802 77,584

Expenses B 2 (73,466) (69,028)

Profit for the year N JE 5 T 5,336 8,556
Other comprehensive (expense)/income 78 € € H i 2 @ (B 7)), /W 25

for the year (2 466

Total comprehensive income for the AEE2EKFLE

year 5,334 9,022

Profit for the year attributable to: AN AT EEAFE R
— owners of the Company el N/NEIE SN 3,901 6,255
— non-controlling interests — AR A = 1,435 2,301
5,336 8,556

Total comprehensive income/(expense) LA~ A TG A FEE 2 M

for the year attributable to: (FIX2) s %E
— owners of the Company el N/NECIE SN 3,898 6,588
— non-controlling interests —JEERER 1,436 2,434
5,334 9,022
Net cash generated from operating KETESEA RS FHE
activities 9,347 4,509

Net cash generated from/(used in) KR EEEL/(FAA)Z
investing activities ReFHE 29 (140)
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NS

For the year ended 31 March 2021 &

(41) SUMMARY OF FINANCIAL ASSETS AND @ZERE s z2eRMEER S
FINANCIAL LIABILITIES BY CATEGORY REEHE
2021 2020
il Sl — T T F
HK$’000 HK$’000
FE T FHBTT
Financial assets EREE
Financial assets at FVTPL N FEFAEBZZ 2 /zaZ’ ﬁ/_-.%
Investments in convertible bonds AMRESHKE 2 B EE
as a whole 466,322 571,065
Bank structured product WITHEBE D 1,786 1,652
Financial assets at amortised cost ?;’? BEK ARG ET 2 & E
Loan to an associate ERTF—HEBERR 16,118 15,383
Amount due from an associate FE U — R A A SRIE 41,947 38,377
Trade and bills receivables B 5 EBERER K E uﬁl eSS 9,130 10,484
Deposits and other receivables Re R E MR W FIE 1,464 4,012
Pledged bank deposits B IFIRITIFE K 21,688 21,493
Bank balances IRITHE 84 126,602 126,242
685,057 788,708
2021 2020
el T _EF
HK$’000 HK$’000
FHExT FAET
Financial liabilities cEEE
Financial liabilities measured HEBEK ARG E 2B E
at amortised cost
Trade and bills payables BSRENERMENERE 6,692 6,239
Accruals and other payables ?Ei IRE A RHEMERNFKIE 28,163 31,522
Lease liabilities HEBaE 3,894 5,586
Convertible bonds R E S 69,980 58,950
108,729 102,297

Bif 55 ¥ 2= Bft 5% (@)

BE-EF—

F=RA=+—HILFE
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEI\/IENTS (CONTINUED)

(41) SUMMARY OF FINANCIAL ASSETS AND
FINANCIAL LIABILITIES BY CATEGORY
(Continued)

(@)

Financial instruments not measured at fair
value

Due to short term nature, the carrying values of financial
assets and financial liabilities measured at amortised cost,
excluding loan to an associate and liability component of
convertible bonds, are approximate fair value.

Financial instruments measured at fair value

Financial assets at fair value through other
comprehensive income — Unlisted investment
fund, at fair value

The fair value hierarchy is level 2.

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

Financial assets at fair value through profit or loss
— Bank structured product, at fair value

The fair value hierarchy is level 2.

The fair value of the bank structured product is
determined based on estimated return of 2.3% (2020: 3.0%)
and the credit quality of these investments which can be
assessed by reference to historical information or external
credit ratings, if any, provided by the bank.

nﬂ'
For the year ended 31 March 2021 #Z—-Z ——

A1)z E R & 5

& 8115 ¥k 2% Bid 5 (@)

F=HA=ET—HIEFE

ZEMEERS

ﬁﬂﬁ1§mg (%&)

(@)

WHEAFEFEZEHM
TH

MRNEEE  RB MR A E
ZEMEAEREMEB(TRE
BT — RSN R R AR E

SBEXD)CEEEEAFE
B -
BAFEFFEZEMIA

BRFEARMDEK R
LEREE —F LTREE
& HAFE
NFEEEBHRAEE -

wEezmEEIFERE) X
EFs *ETJ%?EE%%‘%Z*H A Lm&x
B HREFE AFEHETHE
LA&HH&ﬁéhﬁ/\Z%A °

BATFEHAMEZLBAE
E-#TERRER B2
¥

RFEBRB/E-MR-

WITHEBEER A FEDIZ
23%(ZF T F : 3.0%) ZfHar
CHREET MZELREZEE
BERAK2ERTERHEITIR
HZINEEEFR(NE) T A
fi o
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For the year ended 31 March 2021 HE—T-—F=FA=+—HIFE

(41) SUMMARY OF FINANCIAL ASSETS AND
FINANCIAL LIABILITIES BY CATEGORY
(Continued)

(b)

Financial instruments measured at fair value
(Continued)

Financial assets at fair value through profit or loss
— Investments in convertible bonds
The fair value hierarchy is level 3.

The fair value of investments in convertible bonds is
determined based on risk-free rate for the life of the
option on the Innovative Pharm Bonds, the exercise price
per conversion share, share price (from observable
market data), expected volatility of the share price, and
expected dividend yield, of Innovative Pharm, where the
estimated contractual cash flow on the liability component
over the remaining term of the Innovative Pharm Bonds is
discounted at the interest rate appropriate to the riskiness
of the Innovative Pharm Bonds.

Significant unobservable inputs

Expected Volatility

Expected volatility of the share price of Innovative Pharm
was determined by reference to historical share price of
Innovative Pharm.

In respect of the sensitivity relationship of the fair value
measurement to changes in inputs, an increase/(decrease)
in the expected volatility would result in increase/(decrease)
in fair value measurement that the higher the volatility of
the share price of Innovative Pharm the higher the fair
value.

Discount Rate

The discount rate was the rate adopted to calculate the
present value of the cash flow of the Innovative Pharm
Bonds and was estimated having taken into account the
specific terms and structure of the Innovative Pharm
Bonds including their liquidity. Increase/(decrease) in the
discount rate would result in (decrease)/increase in the fair
value.

(b)

ZEBMEERS

¥

AFEFEz2EHMIEA

BRAFEIAABEZEZEHBE
E—RKREFRE
NFEBRB/E=MR-

AHRBRESFREZAFEDER
EMBEESHMEFHZERR
MR - EMBELTBRIBBRKD
ZITEE -BRECREATHED
L8E) REEHKERES
BERREEE MAESSE
BEMBEESH KRR AN MG
BHREREBAIZI G EME L
B BB KT R R AEFTRER

BATUBEHAYSE

8 1 % 18

EfE Y REERRIEDSS
EEMBERERERR -

BRAFEFELBAREESY
ZBRERBENS  HEHKEE
m/oOR ) B BER N FE B
m/CR ) B4 A 88 22 6 B (B
MIEBBA > A FEBES -

REIR =
MAXDHEEMBEESRS
MEZRERMEAMLL R B
TR a R BB BEE 50 R R
RARERE(BREREME) KA
S MR EEMORD) HE
BAFEORD), G-
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEI\/IENTS (CONTINUED)

(41) SUMMARY OF FINANCIAL ASSETS AND
FINANCIAL LIABILITIES BY CATEGORY
(Continued)

(b)

Financial instruments measured at fair value
(Continued)

Financial assets at fair value through profit or loss
— Investments in convertible bonds (Continued)
Significant unobservable inputs (Continued)

Discount Rate (Continued)

Nevertheless, there would be counteracting effect among
the inputs, and in certain extreme situation where the
stock price of Innovative Pharm at 31 March 2021 and
2020 was significantly lower than that of the exercise
price, the conversion option to convert the Innovative
Pharm Bonds into shares of Innovative Pharm would be
expected worthless and the expected volatility would
have minimal effect on the fair value measurement.

There were no changes in valuation techniques for the
years ended 31 March 2021 and 2020.

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

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

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

Level 3: Inputs for the asset or liability that are not
based on observable market data

(unobservable inputs).

n‘lT
For the year ended 31 March 2021 #Z—-Z ——

A1)z E R & 5

& 8115 ¥k 2% Bid 5 (@)

F=HA=ET—HIEFE

ZEMEERS

ﬁﬂﬁ1§mg (%&)

(b)

BAFEFEZEMIA
()

BAFHEIGTABEZZZ/HME
E—TRKREFKRE (B)
BAFTEEAZE (F)

85 IR & (48)

R WARBEZHEEE KB E
B EZ&T&RmERT(BIEMR
BEN_T-_—FR-ZFT_FTF
A=+ —BHREARAKRERIT
FE) BEMBEEESERA
JB AN B BEAR (D Y R AR M TE B T
BEE - ME%HF%”¥@%
ENFENMTIRE

HE-B-—GER-B-TE=
A=+—BILEE  HEEHE
88 -

TREBRREUEEZATEE
MRBEAEERLFEAEZS
MITEZH:

— R RBRME LHEREE
HBBEZHRETIER

=N

E_H:F-RAMBEHREN
Sh MEBEEXAEAE
& (AMB %) 3 | % (B
BREEB BERERZEH A
g R

F=ZM: AHRERABEMIHH

BrEEXBEIHA

gE (A BRI AR

&) e
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For the year ended 31 March 2021 HE—T-—F=FA=+—HIFE

(41) SUMMARY OF FINANCIAL ASSETS AND @ ZEHNE sz EER S
FINANCIAL LIABILITIES BY CATEGORY e ENEm
(Continued)

(b) Financial instruments measured at fair value b) EAFEFEze@MI A
(Continued) (#8)
There was no transfer between different levels of the fair BT —4=ZA=+—HIt
value hierarchy during the year ended 31 March 2021, FE AFEERANZRE 2B
and there was no change in valuation techniques for the mEETEE MRREHAR T
following Group’s financial assets that are measured at PIRBEEEME R AN FEGE
fair value on a recurring basis at the end of the reporting ZAEBEcRMEEZHEL LT
period: 4 5 )

—_E_—F
Level 1 Level 2 Level 3 Total

E—1 -t 11} E=& 45t
HK$000 HK$000 HK$000 HK$’000
THE T TET THET THT

Financial asset at fair value & A FEEE A K

through other fth 2R E 2

comprehensive income SREE - - - -
Financial assets at fair value 1% A F{E 5 A

through profit or loss BEZEMEE - 1,786 466,322 468,108

- 1,786 466,322 468,108

2020
ZE-TF
Level 1 Level 2 Level 3 Total
F—R E_MR F=H 45T

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

Financial asset at fair value &2 F{EEH A

through other Hib2mE =2

comprehensive income PREE - - - -
Financial assets at fair value 32 A F1E3t A

through profit or loss BRzemEE — 1,652 571,065 572,717

— 1,652 571,065 572,717
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For the year ended 31 March 2021 & Z - -—F=A=+—HItFE

(41) SUMMARY OF FINANCIAL ASSETS AND
FINANCIAL LIABILITIES BY CATEGORY
(Continued)

(b)

Financial instruments measured at fair value
(Continued)

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

(41)
21

T

P2 eMEERE
E @)

_ﬂtrn
ﬁmm

W]
ﬁ

BEATEFTEZEMIEA
(4&)

BEEATABERE ASE(E
SRR AFEAEZERTA
ZEERWT ¢

Unlisted investments
in convertible bonds

JE EAH#
REFRE
HK$’000
FAT
At 1 April 2019 RZZFE—-AFMOA—H 469,737
Change in fair value in profit or loss BRARTEES
(included in other gains and losses) (T AE bz K g5 18) 101,328
At31 March2020 and 1 April 2020 R-ZT-_THF=A=+—AHK
—E-FTFWPA—H 571,065
Change in fair value in profit or loss BaANATEED
(included in other gains and losses) Gt AH MYz R EE) (104,743)

At 31 March 2021 RZZE-_—F=ZA=+—H 466,322
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For the year ended 31 March 2021 HZEZ-"Z——#F=A=+—HItFE

(42) FINANCIAL RISK MANAGEMENT

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

The Group’s activities expose it to a variety of financial risks
such as foreign currency risk, credit risk, liquidity risk and
interest rate risk. The Group’s overall risk management
programme focuses on the unpredictability of financial markets
and seeks to minimise potential adverse effects on the Group’s
financial performance. The management monitors and manages
the financial risks through internal risk assessment which
analyses exposures by degree and magnitude of risks.

(@) Foreign currency risk

Foreign exchange risk arises when commercial
transactions, assets or liabilities are denominated in a
currency that is not the functional currency of the group
entities. The Group operates mainly in the PRC and
Malaysia and is exposed to foreign currency exchange
rate risk arising from various foreign currency exposures.
The Group currently does not have a foreign currency
hedging policy. However, the management monitors
foreign exchange exposure and will consider hedging
significant foreign currency exposure should the need
arise.

(42) Bt %5 B\ Bz B B2

AEB ITEScRIAREITARE
FRE BEZREEREERRE
BehEMEKRE EEARITHE
R RITER BEHRNERRREN
ZE BREALEMBEMNRE &
AT —HBERAR BE-—HBELEL
BAIFERATREES ZFERITA
ZHBREBHRERE -

\

AEBzZEHSASERES BN B
R mirERE - EERR R
BB REAERR ~NEE2ER
RgEfstdlEraEgs@mmBEZ T
AEAE  YSRESEREHLEHE
MBRRZEBETNZE -TEER
BAMERE DMEREERE
B EnEMEERMKER-

(@) HhEEE P2

SMNERBRN EEERAFINEE
BZEBINEZAERS  BE
FEEMEL AEBZEKT
ERPEEERAZLE X HE
RERIINBELEZIEEXR
g o AN 5% [H 3R B I R SR O R
oA EEESERINER
2 WHRRNUBEREBHPEXN
SN LB
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For the year ended 31 March 2021 & Z - -—F=A=+—HItFE

Foreign currency risk (Continued)

The carrying amounts of the foreign currency
denominated monetary assets and liabilities in net position
as at 31 March 2021 and 2020 are as follows:
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At 31 March 2021 R-ZEBEZ-Z—F=A=+—H

Pledged bank deposit B RITER - - 19,316
Cash and bank balances Re MIRTTHEH 2,910 1,532 63,003
Overall net exposure 2 E R FRE 2,910 1,532 82,319
At 31 March 2020 R-E-ZEF=A=+—H

Pledged bank deposit EHEMRITER - — 19,145
Cash and bank balances He MIRITE 3,780 1,338 59,851
Trade and bills payables o5 RMNERNEMNSZE (1,352) — —
Overall net exposure 2 TH R b F 'R 2,428 1,338 78,996

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

(@)

Foreign currency risk (Continued)

The following table illustrates the approximate change in
the Group’s loss for the year and retained profits in
response to reasonably possible changes in the foreign
exchange rates to which the Group has significant
exposure at the end of each of the following years:
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Euro appreciated by 5% BR T FH{BE 5%
RMB appreciated by 5% AREFES%

2021 2020
A —T_TF
HK$’000 HK$’000
THERT TAET
(146) (182)

(1,348) (77)

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

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

(b)

Interest rate risk

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

Liquidity risk

The Group actively manages its debt maturity profile,
operating cash flows and the availability of funding so as
to ensure that all operating, investing and financing needs
are met. The liquidity risk management strategy adopted
by the Group is to measure and forecast its cash
commitments and maintains a level of cash and cash
equivalents deemed adequate to finance the Group’s
activities.
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(42) FINANCIAL RISK MANAGEMENT (Continued)  (42) B 7% /& B & 32 (@)

(c) Liquidity risk (Continued) ) RBEZREE ®E
Analysis of financial instruments by remaining BFEGENIEFHE S 2%
contractual maturities. T A5 e
The table below summaries the maturity profile of the TERXEBESGLH XL\ EEE T
Group’s liabilities at the end of the reporting period based (BREEHAOF RN MHEBZ
on contractual undiscounted repayment obligations 8 AIEEREHH 2 Ea1F =
(including interest payments computed using contractual SEHF BN - Bt A E
rates, or if floating, based on rates current at the reporting N{ERREEZ T EIBER -
date).
Weighted
average Total ~ Within1 Morethan More than
effective contractual yearor 1yearbut 2years but More
interest Carrying undiscounted repayable lessthan less than than
rate amount cash flow on demand 2 years Syears  5years
-ER% BB-%£ BAWME
nEEY BN 3 REXR BHR R
ERAZE KEE RERELE ®E mE I BBIF
HK$'000 HK$'000  HK$'000  HK$'000 HK$'000  HK$'000
TiEx THT THIT TiEx THT THIL
At 31 March 2021 W-B--=f=+-A8
Trade and bills payables B ZEMER LERNEE 6,692 6,692 5,929 240 523 -
Accruals and other payables 7812 5 F & £ B 3008 28,860 28860 28,860 - - -
Leas liabilities HEBE 454% 3,894 4,078 1,904 2,174 - -
Convertible bonds Rk EH 18.72% 69,980 577,170 - - - 577,170
109,426 616,800 36,693 2,414 523 577,170
At 31 March 2020 R-E-S&5=H=1+-A
Trade and bils payables ~ Z SEMRALIEMNE % 6,239 6,239 4,239 1517 483 -
Accruals and other payables 812 & F J E f JE (4 ZUA 32,251 32,251 32,251 - - -
Lease liabilities HEBE 4.54% 5,586 5,982 1,904 4,078 - -
Convertible bonds AR ES 18.72% 58,950 577,170 - - - 577,170
108,026 621,642 38,394 5,595 483 577,170
(d) Credit risk d EERK

The Group’s credit risk is primarily attributable to
investments in convertible bonds, trade and other
receivables, amount due from an associate, loan to an
associate, pledged bank deposits and bank balances.
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(42) FINANCIAL RISK MANAGEMENT (Continued)

(d)

Credit risk (Continued)

As at 31 March 2021, the Group’s maximum exposure to
credit risk which will cause a financial loss to the Group
due to failure to discharge an obligation by the
counterparties is the carrying amounts of the respective
recognised financial assets as stated in the consolidated
statement of financial position.

The investments in convertible bonds as at 31 March
2021 expose the Group to concentration of credit risk. At
the end of the reporting period, the Group assessed the
financial position and performance of the issuer of the
convertible bonds of carrying amount HK$466,322,000
(2020: HK$571,065,000) and in view of the net assets of
the issuer and its ongoing core operating segment related
to the In-process R&D of the Product, the management
considers the default risk on the investments in convertible
bonds is not significant.

The Group also has concentration of credit risk as 18%
(2020: 18%) of the total trade receivables were due from
the Group’s major customers, which are privately owned
PRC companies engaged in trading of pharmaceutical
products. The directors of the Company considered that
the credit risk of trade receivables is insignificant after
considering the credit quality and financial ability of these
customers. In respect of trade receivables, individual
credit evaluations are performed on all customers
requiring credit over a certain amount. The Group has
policies in place to ensure that sales are made to
customers with an appropriate credit history. These credit
evaluations focus on the customers’ past history of
making payments when due and current ability to pay,
and take into account information specific to the customer
as well as pertaining to the economic environment in
which the customer operates. The Group will make
specific provision for those balances which cannot be
recovered. Normally, the Group does not obtain collateral
from customers. In the opinion of the directors, the default
risk of the Group is considered to be low.
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(42) FINANCIAL RISK MANAGEMENT (Continued)

(d)

(42) B1 7% = b B 2 (@)

Credit risk (Continued) o) EERR @
The Group measures loss allowances for trade receivables 7N & B (F A RS AR fE I 4% B 2 HR
at an amount equal to lifetime ECLs, which is calculated FHHEEBRAEE 2 AT EER
using a provision matrix. As the Group’s historical credit SEWBER ZEEEE - AR A
loss experience does not indicate significantly different EEBARFEEBRLAKLRTEER
loss patterns for different customer segments, the loss TEABEFPSPHEEEARATHEIEXIE
allowance based on past due status is not further A Bk ECEBEEEETS
distinguished between the Group’s different customer E—PRAEETNREFPEH M
bases. [% 55 e
The following table provides information about the TREINAEERE HREKERX
Group’s exposure to credit risk and ECLs for trade and NEWEEFERZEERR X
bills receivables: JEHIEEELK 2B 8
Past due
but not
impaired —
within 180
Current days Total
2@
BRBE—
BN A8 180H & Aot
At 31 March 2021 WZZE-_—F=A=+—H
Expected credit loss (%) TEHE BB K (%) 1.46 1.46 1.46
Gross carrying amount (HK$'000) B 42 & (T4 T) 7,391 1,739 9,130
Loss allowance (HK$’000) BEEE(THET) (52)
At 31 March 2020 RZZE_ZTF=A=+—H
Expected credit loss (%) TEE{E BB K (%) 1.42 1.42 1.42
Gross carrying amount (HK$’000) BF & #4818 (F%& 7T) 7,945 2,639 10,484
Loss allowance (HK$’000) BREE(TAET 62)

Expected loss rates are based on actual loss experience
over the past 1 year. These rates are adjusted to reflect
differences between economic conditions during the
period over which the historical data has been collected,
current conditions and the Group’s view of economic
conditions over the expected lives of the receivables.

BHEBEREXIREBE-—FZE
RERELRAE -ZFHERTIE
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(43) CAPITAL MANAGEMENT

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

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

(43 EXRERE
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B AEEARERAEBEKRF 2
FTREZES -BETHROIBEDA
L

2021 2020

= S N T FF

HK$’000 HK$ 000

FET FAT

Debts & 73,874 64,536
Total equity R 1,029,294 1,139,848
Gearing ratio EEAGBHLX 7.2% 5.7%

(44) APPROVAL OF CONSOLIDATED

FINANCIAL STATEMENTS

The consolidated financial statements were approved and
authorised for issue by the board of directors on 29 June 2021.
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FIVE YEARS’
FINANCIAL SUMMARY
T oF B B 6k 2

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

AEEBETEMBRERZEE URE
E RENFERERHBENT

out below:
For the year ended 31 March
BZE=A=1t—-HLEFE
2021 2020 2019 2018 2017
=t gl N T TF _T-NFE ZT-N\F ZT—+F
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
FER FHET FHETT FETT FET
RESULTS E45
Revenue W 25 78,802 77,584 89,218 85,762 107,903
(Loss)/Profit before income tax & AT 15 4 Al
(&18),/ % F (119,663) 85,491 63,374 29,186 18,927
Income tax credit/(expense) Frigfiie,/
(Z ) - 90 (50) 86 (616)
(Loss)/Profit for the year KEE (B8,
Y ) (119,663) 85,581 63,324 29,272 18,311
Attributable to: AT AL :
— Owners of the Company S N/NEIE N (121,098) 83,280 64,030 29,930 20,796
— Non-controlling interests — eI = 1,435 2,301 (706) (658) (2,485)
(119,663) 85,581 63,324 29,272 18,311
As at 31 March
R=BA=+-—H
2021 2020 2019 2018 2017
bl T TF —T-NF —F-N\F —T—+F
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
FER FHET FHET FET FHET
ASSETS, LIABILITESAND ¥E - -868E
NON-CONTROLLING FERER
INTERESTS
Total assets BB B 1,164,239 | 1,265,710 1,196,086 1,216,783 1,172,669
Total liabilities FS =R (134,945) | (125,862)  (134,515)  (149,704)  (146,819)
Total equity W T 4B KR 1,029,294 | 1,139,848 1,061,571 1,067,079 1,025,851
Less: Non-controlling interests ~ J& : JE 128 A% #E 2 (1,211) (2,647) (5,081) (4,494) (3,841)
Equity attrbutable to owners A A B A A
of the Company FE(E = 1,030,505 | 1,142,495 1,066,652 1,071,573 1,029,692
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