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CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (“G EM”) OF 

THE STOCK EXCHANGE OF HONG KONG LIMITED (THE “STOCK  EXCHANGE”)
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GEM has been positioned as a market designed to accommodate companies to which a higher investment risk may be attached than 

other companies listed on the Stock Exchange. Prospective investors should be aware of the potential risks of investing in such 

companies and should make the decision to invest only after due and careful consideration. The greater risk profile and other 

characteristics of GEM mean that it is a market more suited to professional and other sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities traded on GEM may be more susceptible to 

high market volatility than securities traded on the Main Board of the Stock Exchange and no assurance is given that there will be a 

liquid market in the securities traded on GEM.

The Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited take no responsibility for the 

contents of this report, makes no representation as to its accuracy or completeness and expressly disclaims any liability whatsoever 

for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this report.

This report, for which the directors (the “Directors”) of China Health Group Inc. (the “Company”) collectively and individually 

accept full responsibility, includes particulars given in compliance with the Rules Governing the Listing of Securities on the Growth 

Enterprise Market of the Stock Exchange (the “GEM Listing Rules”) for the purpose of giving information with regard to the 

Company and its subsidiaries (collectively refer to as the “Group”).  The Directors, having made all reasonable enquires, confirm 

that, to the best of their knowledge and belief: (1) the information contained in this report is accurate and complete in all material 

respects and not misleading; (2) there are no other matters the omission of which would make any statement in this report 

misleading; and (3) all opinions expressed in this report have been arrived at after due and careful consideration and are founded 

on bases and assumptions that are fair and reasonable.
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CHAIRMAN’S STATEMENT

DEAR SHAREHOLDERS:

The Group now stands at the forefront of the most exciting and 
dynamic shift in the history of health industry.  With the help of 
challenge and opportunity provided by Chinese clinic revolution, the 
Group is focusing on building itself into a group corporation 
providing comprehensive terminal medical service under 
international architecture, from hospital clinical research and product 
promotion service, hospital management service, mobile 
telemedicine service, special expertise therapy service to 
rehabilitation and medical tours service.

With the changing landscape of commercial way of pharma power 
house in China, the Group commits to replace traditional Contract 
Service Organisation (“CSO”) sales model in China to Contract 
Research Organisation (“CRO”)  and CSO combination model.  The 
Group combines strategic thinking with the ability to capture and 
analyze complex clinical data to effectively demonstrate real-world 
outcomes. Our reach extends to field based teams who connect with 
payers on a local level to help communicate the product value story. 
The Group offers Medical science liaisons, medical marketing 
programs bridge the gap between the clinical and commercial phases 
of product development, providing expertise across a broad range of 
pre- and post-launch opportunities.

All of CRO-registered clinical trial and PMS or outcome research 
help to create the “actives” with KOLs and all key hospitals and build 
up Site Management Organisation (“SMO”)  in all key hospital. We 
will leverage all of the research“actives”+“SMO” into commercial 
medical marketing. All those will replace traditions sales in China 
and meet all those compliance challenges in China .

WE ARE BUILDING THE FOLLOWING:

With regarding of Hospital management service: Our Group has tried 
to operate mobile Internet health care and drug delivery service like 
‘Chinese best doctor’, ‘My doctor 999’, and currently is preparing for 
providing satellite mobile medical service.

With Special mental illness therapy service: We have already begun to
build  Centure Nervous System (“CNS”) doctors groups and expect 
our CNS BOAO ���6�p�Í  hospital project is also in progress as 
well.

With respect to financial operating area, the Group has already been 
on the healthy track of profit -making.

In a word, our Group has completed transition from the type of 
pharmaceutical technology to new health care model under the new 
creative internet architecture. We will grasp the opportunity of the 
Chinese health care reform and take advantage of a dozen years’ 
experience to create physical and spiritual welfare for the patients, 
staff and shareholders.

By order of the Board
William Xia Guo
Chairman
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FINANCIAL HIGHLIGHTS

Year ended 31 December
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Results

Revenue

Profit/(Loss)for the year

Assets and Liabilities

Total Assets

Total Liabilities

Deficit of Shareholders' funds
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20,497

(3,487)

18,951

58,619

(39,668))
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The Group recorded consolidated turnover of RMB20,241,000 for the 

year ended 31 December 2016 (“this Year”), which represents 

approximately 1.25% decrease from RMB20,497,000 in year 2015.

The Group recorded profit before taxation of RMB2,085,000 this Year, as 

compared with loss before taxation of RMB3,376,000 in year 2015.

The Group recorded operating profit of RMB2,885,000 this Year, before 

deducting financial expense of RMB800,000, as compared with 

operating profit of RMB172,000, (before deducting financial expenses of 

RMB817,000 on loss on revaluation of derivative financial liabilities of 

RMB2,731,000).  Operating profit increased by 1577%.

Basic earnings per share is 0.23 cents in 2016, while basic loss per share 

was 0.37 cents in 2015.
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MANAGEMENT DISCUSSION AND ANALYSIS

RESULTS

The Group recorded profit before taxation of RMB2,085,000 this 

Year, as compared with loss before taxation of RMB3,376,000 in 

the corresponding period last year. Profit this year was primarily 

attributed to no fair value loss on revaluation of derivative 

financial liabilities arising from the unlisted convertible notes 

issued on 24 December 2014.  While loss in last year was 

primarily attributed to the fair value loss of RMB2,731,000 on 

convertible notes.  After deducting the factor from the fair value 

loss of Convertible Notes, the Group still recorded loss of RMB 

645,000 from operations in the corresponding period last year.

The Group recorded operating profit of RMB2,085,000 for this 

Year, without considering the financial expense of RMB800,000, 

as compared with operating profit of RMB172,000 in year 

2015.The Group recorded cash outflow from operation activities 

of RMB6,893,000 for this Year, as compared with net cash 

generated from operation activities of RMB 3,390, 000 in year 

2015.

The Group recorded revenue of RMB20,241,000 for this Year, 

which represents approximately 1.25% drop from 

RMB20,497,000  in the corresponding period last year. The 2016 

consolidated turnover included approximately RMB 12,279,000 

derived from the contracted clinical research services (VPS), 

amounted to 60.66% of the total revenue; approximately 

RMB5,473,000 from the post marketing research and academic 

promotion services, amounted to27.04% of the total revenue and 

approximately RMB2,489,000 from other medical services, 

amounted to12.3% of the total revenue. The almost same in 

revenue for two years was mainly due to (a) the terminal of 

clinical medicine of research-type extension based on the clinical 

research i.e .the post marketing research and academic promotion 

services, which is one of the four growth-driving platforms was 

widely recognized by the markets. The revenue in post marketing 

research and academic promotion services increased by 

RMB52,000 this Year.  (b) The Group recorded an increase 

revenue in clinical research services (VPS) of approximately 

RMB4,000 for this Year. (c) Revenue in other medical services 

decreased by RMB313,000 to RMB2,489,000 compared to that 

in 2015.

Total consolidated general and administrative expenses were 

approximately RMB14,219,000 representing an increase of 

approximately RMB164,000 compared with approximately 

RMB14,055,000 of the corresponding period last year. The 

increase was primarily due to the employees’ wages rising and 

decrease in provision of litigation claims . 
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�­�0�N�f�v�"�k�a
MANAGEMENT DISCUSSION AND ANALYSIS

CONVERTIBLE NOTES

On 24 December 2014, the Company issued unlisted convertible 
notes with a face value of US$1,000,000 and a maturity date of 
24 December 2016. The notes are unsecured, bear no interest and 
have a term of 2 years. The noteholder has right to convert the 
notes into ordinary shares at any time up to maturity at a 
conversion price of HK$0.1. 

On 31 December 2016, Winsland Agents Limited exercised its 
rights to convert all the Convertible Notes into 77,500,000 of the 
Company’s ordinary shares, representing approximately 8.47% 
of the issued share capital of the Company immediately before 
the Conversion and approximately 7.81% of the issued share 
capital of the Company immediately after the Conversion.

Share capital increased by RMB6,974,000 and capital reserve 
increased by RMB3,977,000 after the conversion, and  
convertible notes were removed from current liability for this 
Year while the fair values of convertible notes in debt and 
derivative financial instrument part are listed as current liability 
RMB5,779,000 and RMB4,447,000 respectively in 2015.

As at 31 December 2016, the loss on revaluation of financial 
derivative liability in the consolidated statement of profit or loss 
and other comprehensive income for this year is nil. (2015: 
RMB2,731,000).

LIQUIDITY, FINANCIAL RESOURCES AND GEARING 
RATIO

As at 31 December 2016, the Group’s current liabilities exceeded 
its current assets and its total liabilities exceeded its total assets 
by approximately RMB28,937,000 (2015: net current liabilities 
of approximately RMB44,471,000) and approximately RMB 
25,166,000 (2015: net liabilities of approximately 
RMB39,668,000 ) respectively.

As at 31 December 2016, the gearing ratio (calculated on the 
basis of total bank borrowing divided by total assets at the end of 
the year) of the Group was 0.12 (2015: 0.08).  The increase was 
due to the decrease of total assets this Year.

Meanwhile, considering the working capital and long term fund 
demand for future development, the Group will consider to raise 
further funds through bank loans, issuance of new shares, 
convertible notes, and issuance of new debts, etc. 
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�­�0�N�f�v�"�k�a
MANAGEMENT DISCUSSION AND ANALYSIS

CAPITAL COMMITMENTS

As at 31 December 2016, the Group did not have any significant 
capital commitments.

FOREIGN EXCHANGE EXPOSURE

During the year, the Group's transactions were substantially 
denominated in Renminbi ("RMB"). As such, the foreign 
currency risk facing the Group is limited. Currently, the Group 
has not adopted any financial instrument for hedging purposes.

BUSINESS REVIEW

Aiming at long-term development, the Group keeps pursuing its 
business strategy of transforming from a leading technology 
transfer supplier to a health care service group under the internet 
architecture.

The Group has managed to establish a new drug technology 
development and value-added services business model for whole 
value chains such as preclinical studies, Contracteds Clinical 
Research Services (VPS), regulatory affair (RA) services and 
post marketing research and academic promotion services 
(PMS),and devoted to build four growth-driving platforms, such 
as the medical management platform under the internet 
architecture, the terminal of clinical medicine of research-type 
extension based on the clinical research, rehabilitation therapy 
industry platforms and special features of hospital industry 
platforms.

The Group continued its investment in the enhancement of 
marketing capability and the expansion of market network, and 
introduced a new drug technology development and value-added 
services business model for whole value chains in the domestic 
market under the brand of Venturepharm, while striving to 
establish and expand overseas markets under the brand of 
VPS-CRO. During this Year, the Group not only focused on 
business expansion, but also paid more attention to the 
enhancement of brand value and the improvement of 
professional capability, aiming at becoming a comprehensive 
and reliable technology and service provider with the most 
prestigious brand and leading technologies.

POST MARKETING RESEARCH AND ACADEMIC 
PROMOTION SERVICES (PMS)

This Year is a milestone year for company strategic transition. 
The Group made best use of its VPSCRO's 15 years of efforts 
and strong relationship with leaders and experts through 400 
clinical bases for the marketing and clinical research of new 
drugs to list and clinical research, brought revenue of RMB 
5,473,000 for the second time. 
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�­�0�N�f�v�"�k�a
MANAGEMENT DISCUSSION AND ANALYSIS

CONTRACTED CLINICAL RESEARCH SERVICE (VPS)

Taken clinical study as the prime focus, the Group has 
established the most integrated service in the country, which 
provides a series of services ranging from phase I clinical and 
bioequivalence studies, phase II-III clinical studies, and phase IV 
post-marketing clinical study, to data management and medical 
statistics, and medical administration related service. 
Meanwhile, the Group makes a great efforts to improve the 
professional capability involving the above mentioned services 
and has preliminarily established 13 professional research 
institutions including Venturepharm-CBI phase�ú clinical
research center, VPS-mart phase IV clinical research and 
academic promotion center, SAS-Venturepharm data 
management and medical statistics center, VP-Porsche RA 
service center, OHH-VP Pacific-Asia clinical research institution 
for oncology, TangXi-VP Pacific-Asia clinical research 
institution for Diabetes, CNSVP Psychoneurologic and pain 
management Pacific-Asia clinical research institution, CV-VP 
Cardiovascular Pacific-Asia clinical research center, AIDS and 
hepatitis Pacific-Asia clinical research institution, DermNova 
Pacific-Asia clinical research institution for dermatosis and 
gynecologic disease and TCM-VP clinical research center for 
natural drug and traditional Chinese medicine, etc.

In the meantime, the Group has built a nation-wide network with 
bases in Beijing, Shanghai and Guangzhou and offices in over 30 
provincial capital cities for clinical monitoring and academic 
promotion, covering over 80% hospitals which have been 
authorized to conduct clinical research. The Group has the 
capacity of operating more than 60 phase I and BE projects each 
year and conducting 50 phase II-III clinical projects 
simultaneously. Meanwhile, the Group is able to carry out 4 
phase IV clinical trials with large sample size (2,000 subjects) at 
the same period. 

PROSPECTS

The Group will continuously push forward the strategic 
transition from a leading technology transference supplier to a 
health care service group under the internet architecture.  The 
Group will also continuously strengthen the terminal of clinical 
medicine of research-type extension based on the clinical 
research, at the same time push forward the construction of 
medical management platform under the internet architecture, 
rehabilitation therapy industry platforms, and special features of 
hospital industry platform with steady steps.

The Board will also review and assess of potential project or 
investment according to reliable principles, in order to improve 
the group business performance and return to shareholders.
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�­�0�N�f�v�"�k�a
MANAGEMENT DISCUSSION AND ANALYSIS

SIGNIFICANT INVESTMENT

During this Year, there was no significant investment. 

HUMAN RESOURCES

The Group’s remuneration policy is basically determined by the 
performance of individual employees. In addition to salaries and 
bonuses. The Group also provided various other benefits to its 
employees. Employee benefits included medical and pension 
contributions and share options schemes.

The Group monitored closely the remuneration and fringe 
benefits of the employees and rewarded employees in accordance 
with the Group’s business performance. In addition, training and 
development opportunities for the employees were also provided 
by the Group.

DIVIDEND

The Directors do not recommend the payment of any dividend 
for the year ended 31 December 2016 (2015: Nil).

REVIEW OF FINANCIAL STATEMENTS

The Company has established an audit committee (the “Audit 
Committee”) with written terms of reference in compliance with 
the GEM Listing Rules 5.28 to 5.33. The primary duties of the 
audit committee are (a) to review the Group’s annual reports, 
interim reports and quarterly reports (b) to discuss and review 
with the auditor of the Company on the scope and findings of the 
audit; and (c) to supervise the financial reporting process, risk 
management and internal control systems of the Group, and 
provide advice and comments to the Board. 

The audit committee has three members comprising the three 
Independent Non-executive Directors, Dr. Shou Yuan Wu, Mr. 
Mark Gavin Lotter and Dr. Binhui NI. The chairman of the audit 
committee is Dr. Shou Yuan WU who possesses extensive 
experience in finance and accounting.

The audit committee has reviewed and approved the consolidated 
financial statements for this Year, including the accounting 
principles and new and revised accounting standards adopted by 
the Group, and discussed matters relating to auditing, internal 
controls and financial reporting. 
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PROFILE OF DIRECTORS AND SENIOR MANAGEMENT

EXECUTIVE DIRECTORS

Mr. William Xia GUO, aged 52, is the Chairman, executive 
Director of the Group. Mr. Guo is responsible for strategic 
planning and development, overall management of the Group. 
Mr. Guo obtained with a Master degree in science from 
University of Toronto in March 1997. Mr. Guo has also 
completed various approved courses for the degree of Master of 
Business Administration in Heriot-Watt University and the Judge 
institute EMBA in University of Cambridge. Before establishing 
the Group in December 1998, Mr. Guo had worked for two 
pharmaceutical companies in Canada, namely Ortho-McNeil Inc. 
under Johnson & Johnson and Novopharm Limited under Teva 
Pharmaceutical Industries Ltd as research scientist and process 
development manager, respectively.

Mr. Guo used to be the director and CEO of Common Wealth 
Technology Inc listed on NSDAQ and vice president of All-China 
Federation of Industry and Commerce Medical Pharmaceutical 
Chamber, he also got National model worker title and The 
National May 1 Labour Medal, and was prized as ‘2005 Excellent 
creative enterpriser’ in 2005 by BCCC(got the scholarship for 
EMBA study in University of Cambridge)

Dr. Maria Xue Mei SONG, aged 49, is an executive Director. Dr. 
Song is responsible for Clinical Research. Dr. Song graduated 
from China Concord Medical University with a Doctorate degree 
in clinical medicine in July 1995. She is also a Registered 
Pharmacist in the PRC. Prior to joining the Group in February 
2000, Ms. Song had served as general manager of Beijing 
Tiancifu Biopharmaceutical Co. Ltd.

NON-EXECUTIVE DIRECTOR

Mr. Michael SU , aged 45, has been appointed as a non-executive 
Director since 18 May 2016.Mr. Su formerly worked for Fila 
China Limited, Shanghai Pharmceutic Group Limited, 
Venturepharm Pharmaceuticals (Hainan)Limited, China Health 
Group Inc. ,etc. and engaged as finance director and similar 
positons .He held bachelor degree of Hydrolic Engineering from 
Tsinghua University and  Master degree of Business Management 
from Shanghai Jiaotong University . He has near 20 years of 
experience in financial management and more than 10 years of 
experience in pharmaceutic industry.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Dr. Shou Yuan Wu, aged 44, has been appointed as an 
independent non-executive Director and the chairman of the audit 
committee since 26 December 2011. Dr. Wu is the director of 
Wisdom Management Consulting CO., Limited, and is the 
director of ASIA CERAMICS HOLDINGS PLC which is a 
listing company in British AIM, etc. Dr. Wu graduated from 
Ministry of Finance with a doctor’s degree, from Capital 
University Of Economic And Business with a master’s degree, 
and is a senior member of British ACCA, he is one of the leading 
accountant elite of Ministry of Finance (Certified Public 
Accounting Series), he has over twenty years experience of 
accounting and finance.

Dr. Bing Hui NI�� aged 58, has been appointed as the independent 
non-executive Director and the chairman of nomination 
committee, as well as one of the members of audit committee and 
remuneration committee since 31 March 2015. Dr Bing Hui NI 
acts as Vice President in Sanofi, and head of external Science & 
Partnering-Asia Pacific. Dr. Ni holds a PhD in molecular 
pharmacology from University of Toronto under fellowship and 
post-doctoral fellowship in Clinical Pharmacology from National 
Institute of Health. Dr. Ni has over 40 publications in journals 
including Science, PNAS and served as adjunct professors in 
several universities in USA and Singapore. Dr. Ni has over 20 
years of healthcare industry experience in the US and Asia/China. 
He served in senior scientific and managerial positions for several 
top Fortune 500 companies, including Eli Lilly (being Action 
Group Chair, US), S'BIO (being Vice President/ head of Biology, 
Singapore,) and Covance China (being General Manager, China)

Mr. Mark Gavin Lotter, aged 54, has been appointed as the 
independent non-executive Director and the chairman of 
remuneration committee, as well as one of the members of audit 
committee and nomination committee since 17 February 2015. 
Mr. Mark Gavin Lotter holds a Bachelor of Science in Pharmacy, 
and Master in Business Leadership of University of South Africa 
degrees and has over twenty five years of work experience largely 
in the pharmaceutical industry. He started his career in South 
Africa and where he has held senior management positions which 
included Chief Executive Officer of Astra Pharmaceuticals 
(South Africa) and Chief Executive Officer of Aspen Healthcare 
(South Africa). He has more than 10 years’ experience in China 
where he held a number of senior positions including Vice 
President of Commercial Operations of AstraZeneca China, 
Founder and Chief Executive Officer of Nova Med 
Pharmaceuticals and Chief Executive Officer SciClone - China 
Operations.
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DIRECTORS’ REPORT

The Directors of the Company present their annual report and the 
audited consolidated financial statements of the Group for the 
year ended 31 December 2016.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The 
principal activities of the Company’s subsidiaries are set out in 
note 13 to the consolidated financial statements.

RESULTS AND DIVIDEND

The results of the Group for the year ended 31 December 2016 are 
set out in the consolidated statement of profit or loss and other 
comprehensive income on page 47 of the annual report.

The Directors do not recommend the payment of any dividend for 
the year ended 31 December 2016.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the 
Group during the year are set out in note 11 to the consolidated 
financial statements.

SHARE CAPITAL

Details of movements of the share capital of the Company are set 
out in note 25 to the consolidated financial statements.

RESERVE

Movements in the reserves of the Group during the year are set 
out in the consolidated statement of changes in equity.

FIVE YEARS FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the 
Group for the last five financial years is set out on pages 107.

PURCHASE, SALE OR REDEMPTION OF THE LISTED 
SHARES OF THE COMPANY

The Company and its subsidiaries did not purchase, sell or redeem 
any of the Company’s listed shares during this Year. The 
Company and its subsidiaries also did not redeem, purchase or 
cancel any of their redeemable securities.

�'��
³�ì
Y�º�N�ï�8�'�"!€�©�À�=
,�B
B�M
E�=���Ø
E�B
�°�¸�M���­�M���8�á�#�Â!!�‚"¹�†�Y!©�8�V�b

�ö�1"
!©

�'��
³;*�B�‡�g"·	e�"��
³�b�'��
³�­�¸!>��
³�­�ö�1"

!©"X�Ä�Y!©�8�V�¸�ÿ�����b

"
�m�#�s�¥

�'�"!€�©�À�=
,�B
B�M
E�=���Ø
E�B�°�¸�M���­"
�m"X�Ä
�'�M�8�»����"	"¹�†![�m�#��
ð�†
ë
l�m�V�b

�ì
Y�‚�y"��ü�©�À�=
,�B
B�M
E�=���Ø
E�B�°�¸�M���Š�é
�©�…�"���b

�þ"
�a�x�\�#!��>

�'�"!€�þ"
�a�x�\�#!��>�Ä�'�M���­�I�Í!È�f"X�Ä"¹�†�Y
!©�8�V�¸�ÿ�����b

�"�'

�'��
³�"�'�Ä�'�M���­�I�Í!È�f"X�Ä"¹�†�Y!©�8�V�¸�ÿ�����b

�“�>

�'�"!€�“�>�Ä�M)(�­�I�Í!È�f"X�Ä"¹�† ô�m�I�Í�V�b

�ô�M�Y!©�À�1

�'�"!€�Ä�>�€�ô� �Y�Ÿ�M���­"
�m�#"·>�";��"l�À�1"X�Ä
�»������"	�b

�( p�a��
r��!=�í�'��
³�¥
�
g�"�z

�'��
³�����¸!>��
³�Ä�'�M��'c!¥�( p�a��
r��!=�í�'��

³�¥�©�…
�
g�"�z�b�'��
³�����¸!>��
³�g!¥!=�í�a�(�í
��JO!Í��	V!=�í"ˆ�Š�b

����



�È���W
•�v
DIRECTORS’ REPORT

DIRECTORS

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

EXECUTIVE DIRECTORS:

NON-EXECUTIVE DIRECTORS:

INDEPENDENT NON-EXECUTIVE DIRECTORS:
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William Xia GUO
3 years from his re-appointment on 30 

December 2014

Maria Xuemei 

SONG

3 years from her re-appointment on 30 

December 2014

Michael

SU

3 years from his appointment on 18 

May 2016

3 years from his appointment on 31 March 2015

Shou Yuan WU
3 years from his re-appointment on 30 

December 2014

�.�B�S�L���(�B�W�J�O���-�P�U�U�F�S��3 years from his appointment on 17 February 2015

Bin Hui NI
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Xin ZHANG
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTEREST IN 
SHARES, UNDERLYING SHARES AND DEBENTURES

As at 31 December 2016, the interests and short positions of the 
Company’s Directors and chief executives in the shares, 
underlying shares or debentures of the Company and its 
associated corporations (within the meaning of Part XV of the 
Securities and Futures Ordinance (the “SFO”), which are required 
(a) to notify the Company and The Stock Exchange of Hong Kong 
Limited (the “Stock Exchange”) pursuant to Divisions 7 and 8 of 
Part XV of the SFO (including interests or short positions which 
they are taken or deemed to have taken under such provision of 
the SFO); or (b) pursuant to section 352 of the SFO, to be entered 
in the register referred to therein; or (c) pursuant to Rules 5.46 to 
5.67 of the GEM Listing Rules were as follows:

Long positions in shares and underlying shares of the Company
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 Corporation (Note 3)

Number of shares in which
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equity derivatives)
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82,415,941

336,128,873

149,432,583

91,915,181

10,974,000

–

–

–

93,389,941
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Maria Xuemei SONG

Mr. Michael SU

Shou Yuan Wu

Mark Gavin Lotter

Bin Hui NI
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Note 2: 

Note 3:

Note 4: 
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Winsland Agents Limited is 100% directly held by Mr. William Xia GUO.

The controlled corporation, Venturepharm Holdings Inc., is 47.63 % directly 
held by Mr. William Xia GUO and 49.00 % held by Mr. William Xia GUO 
through Winsland Agents Limited, his wholly and beneficially owned company 
incorporated in British Virgin Islands.

The controlled corporation, Bright Excel Assets Limited, is 100 % beneficially 
owned by Venturepharm Holdings Inc.

Various interests of the Directors pursuant to physically settled equity 
derivatives are through share options granted.
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SUBSTANTIAL SHAREHOLDERS

The register of substantial shareholders required to be kept under 
section 336 of Part XV of the SFO shows that as at 31 December 
2016, the Company had been notified of the following substantial 
shareholders’ interests and short positions, being 5% or more of 
the Company’s issued share capital. 
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Winsland Agents Limited (Note 1)

Venturepharm Holdings Inc.(Note 2)

Venturepharm Holdings Inc.(Note 3)

Bright Excel Assets Limited (Note 3)

William Xia GUO (Notes 1, 2 , 3,4)

336,128,873

149,432,583

91,915,181

91,915,181

670,866,578

 336,128,873
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�µ�4���B�&�J�"�0�!�&�J�ç�]�1Long positions in shares and underlying shares of the Company

Note 1: 

Note 2: 

Note 3:

Note 4: 

Winsland Agents Limited is 100% directly held by Mr. William Xia GUO. 
The shares include 77,500,000 shares granted under the 2014 Convertible 
Notes. Noteholder has converted all Convertible Notes to ordinary share 
of 77,500,000 shares on 31 December  2016.There will be no Convertible 
Notes of the Company held by the Noteholder after the Conversion. 

Venturepharm Holdings Inc. is 47.63% directly held by Mr. William Xia 
GUO and 49% held by Mr. William Xia GUO through Winsland Agents 
Limited, his wholly and beneficially owned company incorporated in the 
British Virgin Islands.

The controlled corporation, Bright Excel Assets Limited, is 100 % 
beneficially owned by Venturepharm Holdings Inc.

Apart from shares held through Venturepharm Holdings Inc., and 
Winsland Agents Limited, the interests of 10,974,000 shares which are 
granted to him under the Share Option Scheme are beneficially owned by 
Mr. William Xia GUO.
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Save as disclosed above, as at 31 December 2016, there was no 
other person who was recorded in the register of the Company as 
having interests or short position in the shares or underlying 
shares of the Company which would fall to be disclosed to the 
Company under Divisions 2 and 3 of Part XV of the SFO or which 
were required, pursuant to section 336 of Part XV of the SFO, to 
be entered in the register referred to therein.
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DIRECTORS’ INTERESTS IN CONTRACTS OF 
SIGNIFICANCE

Save as disclosed in note 29 to the consolidated financial 
statements, no other 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.

SHARE OPTION SCHEME

As disclosed in note 28 to the consolidated financial statements
, the Company adopted a share option scheme.  It awards the 
relevant eligible participants for their contribution in the Group’s 
operation.
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DIRECTORS’ INTERESTS IN COMPETING BUSINESS

As at 31 December 2016, none of the Directors or the substantial 
shareholders of the Company and their respective associates (as 
defined in the GEM Listing Rules) had any interest in a business that 
competes or may compete with the business of the Group. 

PURCHASE, SALE OR REDEMPTION OF THE 
COMPANY’S SHARES

Neither the Company nor any of its subsidiaries purchased, sold or 
redeemed any of the Company's listed shares during the year ended 
31 December 2016.

CORPORATE GOVERNANCE REPORT

Corporate governance report of the Company is set out on pages 19 
to 29 of the annual report.

ENVIRONMENTAL, SOCIAL AND CORPORATE RESPONSIBILITY

Environmental, social and governance report 2016 of the Company is 
set out on pages 30 to 40 of the annual report.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company 
and within the knowledge of its Directors as at the date of this report, 
the Company has maintained the prescribed public float under the 
GEM Listing Rules.

INDEPENDENCE OF INDEPENDENT NON-EXECUTIVE 
DIRECTORS

The Company has received from each Independent Non-executive 
Directors an annual confirmation for independence pursuant to Rule 
5.09 of the GEM Listing Rules. The Independent Non-executive 
Directors have confirmed that they are independent.

MAJOR SUPPLIERS AND CUSTOMERS

During the year, the five largest customers of the Group accounted 
for approximately 47.36% of the Group’s sales. The largest customer 
accounted for approximately 19.7% of the sales of the Group.

During the year, the five largest suppliers of the Group accounted for 
approximately 68.51% of the Group’s cost of service. The largest 
suppliers accounted for approximately 49.18% of the cost of the 
service of the Group.

None of the Directors, their associates or any shareholders which, to 
the knowledge of the Directors, own more than 5% of the Company’s 
issued share capital had any interest in the five largest customers of 
the Group.
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EMPLOYEE AND REMUNERATION POLICY

During the Year, staff cost, including Directors’ remuneration is 
approximately RMB9,827,000 (2015: approximately 
RMB8,676,000). The Group remunerates its employees based on 
their performance, and the prevailing market price. Other employee 
benefits include mandatory provident fund, insurance and medical 
coverage, training programs and share option scheme. 

The Company adopted the Share Option Schemes where share 
options to subscribe for shares of the Company have be granted to the 
eligible participants of the Group. 23,168,900 (2015:27,879,700) 
share options have been owned by the eligible participants under the 
Scheme for the year ended 31 December 2016.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s 
Articles of Association or the laws of the Cayman Islands, which 
would oblige the Company to offer new shares on a pro-rata basis to 
existing shareholders.

AUDITORS

The consolidated financial statements have been audited by KLC 
Kennic Lui & Co., Ltd (“KLC”).  A resolution will be submitted to 
the annual general meeting of the Company to re-appoint KLC as 
auditors of the Company.

Following the resignation of UHY Vocation HK CPA Limited as 
auditor of the Company on 10 December 2015, KLC was appointed 
as the auditor of the Company to fill the vacancy.  There were no 
other change in auditor of the Company during the preceding three 
years.

On behalf of the Board

Chairman
William Xia GUO

Beijing, the PRC, 24 March 2017
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COMPLIANCE WITH THE CODE ON CORPORATE 
GOVERNANCE PRACTICES

The Company’s corporate governance practices are based on the 
principles and the code provisions as set out in the Code on 
Corporate Governance Practices (the “Code”) as set out in 
Appendix 15 to the GEM Listing Rules. The principles adopted 
by the Company emphasis a quality board, transparency and 
accountability to shareholders. In the opinion of the Board, the 
Company has complied with the Code for the year ended 31 
December 2016, with the exception for the following deviations:
Under code provision A.2.1, the responsibilities between 
chairman and chief executive officer should be divided. However 
currently, the Company does not have Chief Executive Officer. 
The day-to-day management of the Company's business is 
handled by the executive directors, who take the responsibility to 
run the Group's business and to implement the Group's strategy so 
as to achieve the overall commercial objectives of the Company.

Under code provision A.4.1, non-executive Directors should be 
appointed for specific term. There is no specific term of 
appointment of the non-executive Directors; however, they are 
subject to retirement by rotation in accordance with the Articles 
and the Code. Accordingly, the Company considers that sufficient 
measures have been taken to deal with the requirement in respect 
of the appointment terms of non-executive Directors as required 
under the code provision.

Under the code provision A.6.7 of the CG Code, independent 
non-executive directors and other non-executive directors should 
attend general meetings and develop a balanced understanding of 
the views of shareholders. In addition, under the code provision 
E.1.2 of the CG Code, the chairman of the board should attend the 
annual general meeting and he should also invite the chairmen of 
the audit, remuneration, nomination and any other committees (as 
appropriate) to attend. The annual general meeting of the 
Company (the “AGM”) held on 30 June 2016, Mr. William Xia 
Guo (chairman of the Board), did not attend the said AGM to 
answer questions of the shareholders of the Company due to other 
prior business engagements. However, Mr. William Xia Guo has 
appointed the other attended Director Ms. Maria Xuemei Song as 
their representative at the said meetings to answer questions of the 
shareholders of the Company.

RULE 5.05(1) OF THE GEM LISTING RULES

Rule 5.05(1) of the GEM Listing Rules requires the board of 
directors of a listed issuer must include at least three independent 
non-executive Directors.
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After the appointment of Mr. Mark Gavin Lotter on 17 February 
2015 and Dr Binhui NI on 31 March 2015 as the independent 
non-executive Director, the Company has fulfilled the 
requirement on the number of independent non-executive 
directors of the Company as required under Rule 5.05(1) of the 
GEM Listing Rules.

RULE 5.28 OF THE GEM LISTING RULES

Rule 5.28 of the GEM Listing Rules requires every listed issuer 
must establish an audit committee comprising non-executive 
directors only. The audit committee must comprise a minimum of 
3 members.

After the appointment of Mr. Mark Gavin Lotter on 17 February 
2015 and Dr. Binhui NI on 30 March 2015 as the member of the 
audit committee, the Company has fulfilled the requirement on 
the number of members of the audit committee as required under 
Rule 5.28 of the GEM Listing Rules.

CODE OF CONDUCT REGARDING SECURITIES 
TRANSACTIONS BY DIRECTORS

The Company had adopted a code of conduct regarding securities 
transactions by Directors on terms no less exacting than the 
required standard of dealings set out in Rules 5.48 to 5.67 of the 
GEM Listing Rules. The Company also had made specific 
enquiry of all Directors and the Directors confirmed that they 
have complied with the required standard of dealings and its code 
of conduct regarding securities transactions by Directors during 
this Year.
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BOARD OF DIRECTORS

The overall governance structure of the Company is set out below:
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Note��

The Board members during this Year and up to the date of this 
annual report are:

Executive Directors:

William Xia GUO (re-appointed on 30 December 2014)
Maria Xuemei SONG (re-appointed on 30 December 2014)

Non-executive Director:

Mr. Michael SU (appointed on the 18 May 2016)
Dr. Nathan Xin ZHANG (Resigned on 18 May 2016)

Independent Non-executive Director:

Shou Yuan Wu (re-appointed on 30 December 2014)
Mark Gavin Lotter (appointed on 17 February 2015)
Bin Hui NI (appointed on 31 March 2015)
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Biographical details of each Director is set out in the section 
headed “Profile of directors and senior management” on pages 10
to 11 of this annual report.

There are no relationships (including financial, business, family 
or other material or relevant relationships) among members of the 
Board.

The Board of Directors ("Board") of the Company is collectively 
responsible for the oversight of the management of the business 
and affairs of the Group with the objective of enhancing 
shareholders value.

The Board, led by the Chairman, is responsible for the approval 
and monitoring of the Group's overall strategies and policies; 
approval of annual budgets and business plans; evaluating the 
performance of the Group; and oversight of management. One of 
the important roles of the Chairman is to provide leadership to the 
Board to ensure that the Board acts in the best interests of the 
Group. All Directors have been consulted about any matters 
proposed for inclusion in the agenda. With the support of 
Executive Directors and the Company Secretary, the Chairman 
seeks to ensure that all Directors are properly briefed on issues 
arising at Board meetings and receives adequate and reliable 
information in a timely manner.

Regular Board meetings of the year are scheduled in advance to 
give all Directors an opportunity to attend. Four regular Board 
meetings at approximately quarterly intervals have been 
scheduled for 2016. The Directors can attend meetings in persons 
or through other means of electronic communication in 
accordance with the Company's Articles of Association. Board 
papers are circulated not less than seven days before the Board 
meetings to enable the Directors to make informed decisions on 
matters to be raised at the Board meetings. 

The Company Secretary shall attend all regular Board meetings to 
advise on corporate governance, statutory compliance, accounting 
and financial matters when necessary. Directors shall have full 
access to information of the Group and are able to obtain 
independent professional advice whenever deemed necessary by 
the Directors. The Company Secretary assists the Chairman in 
establishing the meeting agenda, and each Director may request 
inclusion of items in the agenda. Minutes of the board meetings 
are kept by the Company Secretary and are open for inspection by 
Directors.
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During the twelve months ended 31 December 2016, the Board 
held six meetings. The attendance records of the aforementioned 
six Board meetings are set out below:

Attendance of individual directors at

board meetings during the year
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Attendance no. Attendance rate

##/V<J6™��������������������������������##/VD°

"‹ �à�È��

�8�J�M�M�J�B�N���9�J�B���(�V�P


Ã�Ò
¼������������

�c
o�à�È��

!S�j���	�Ä���������M���������°�d�¾�©�


�×�`�c
o�à�È��

*|!8�í

�.�B�S�L���(�B�W�J�O���-�P�U�U�F�S

�B�[��

������

������

������

������

������

������

83.33%

100%

100%

100%

83.33%

100%

Executive Director

William Xia GUO

Maria Xuemei SONG

Non-executive Directors

Mr. Michael SU ( appointed on the 18 May 2016)

Independent Non-executive Directors

Shou Yuan WU

Mark Gavin Lotter 

Bin Hui NI 

INDEPENDENCE OF INDEPENDENT NON-EXECUTIVE 

DIRECTORS

In accordance with the guidelines for assessing independence set 

out in Rule 5.09 of the GEM Listing Rules, the Company has 

received, from each of the independent non-executive Directors, 

an annual confirmation of his independence pursuant to Rule 5.09 

of the GEM Listing Rules. The Company, based on such 

confirmations, considers all of the independent non-executive 

Directors are independent.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Chairman of the Board is responsible for the leadership and 

effective running of the Board, and ensures that all keys and 

appropriate issues are discussed by the Board in a timely and 

constructive manner. Currently, the Company does not have Chief 

Executive Officer. 

The day-to-day management of the Company's business is 

handled by the executive directors, who take the responsibility to 

run the Group's business and to implement the Group's strategy so 

as to achieve the overall commercial objectives of the Company.
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DIRECTORS’ TRAINING

According to the code provision A.6.5 of the Code, all directors 
should participate in continuous professional development to 
develop and refresh their knowledge and skills to ensure that their 
contribution to the Board remains informed and relevant. 

All Directors have participated in continuous professional 
development during this Year. The Company has also 
continuously updated Directors on the latest developments 
regarding the GEM Listing Rules and other applicable regulatory 
requirements, to ensure compliance and enhance their awareness 
of good corporate governance practices.

During this Year, the Directors participated in the continuous 
professional developments in relation to regulatory update, the 
duties and responsibility of the Directors and the business of the 
Group in the following manners:
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Executive Directors
William Xia Guo 
Maria Xuemei Song

Non-executive Director
Mr. Michael SU
 (appointed on the 18 May 2016)

Independent non-executive directors
Shou Yuan Wu
Mark Gavin Lotter 
Binhui NI 
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BOARD COMMITTEES

The Board has established three committees, namely audit 
committee, nomination committee and remuneration committee, 
to oversee particular aspects of the Company’s affairs. 

AUDIT COMMITTEE

The Company has established an audit committee (the “Audit 
Committee”) with written terms of reference in compliance with 
the GEM Listing Rules 5.28 to 5.33. The primary duties of the 
audit committee are (a) to review the Group’s annual reports, 
interim reports and quarterly reports (b) to discuss and review 
with the auditor of the Company on the scope and findings of the 
audit; and (c) to supervise the financial reporting process, risk 
management and internal control systems of the Group and 
provide advice and comments to the Board. 
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The audit committee has three members comprising the three 
Independent Non-executive Directors, Dr. Shou Yuan Wu, Mr. 
Mark Gavin Lotter and Dr. Binhui NI. The chairman of the audit 
committee is Dr. Shou Yuan WU who possesses extensive 
experience in finance and accounting.  The Audit Committee has 
reviewed the audited annual results of the Group for the year 
ended 31 December 2016.

During the Year, the audit committee held four meetings The 
attendance records of the aforementioned audit committee 
meetings are set out below:
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Attendance of member at audit 
committee meetings during the year
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Members

Shou Yuan WU 

Mark Gavin Lotter 

Binhui NI 

NOMINATION COMMITTEE

The Company has established a nomination committee (the 
“NC”) with written terms of reference in compliance with the 
GEM Listing Rules. The primary duties of the NC are to review 
the structure, size and composition (including but not limited to 
the gender, skills, knowledge and experience) of the Board and 
make recommendations on any proposed changes to the Board to 
complement the Company’s corporate strategy. The NC is chaired 
by an independent non-executive Director. The NC comprises a 
majority of independent non-executive Directors. During the 
year, the members of the NC are as follows:

Executive Director
William Xia Guo

Independent non-executive directors
Shou Yuan Wu
Mark Gavin Lotter
Binhui NI

During the Year, the NC held two meetings.  The attendance 
records of the aforementioned nomination committee meetings 
are set out below:
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Shou Yuan WU 
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BOARD DIVERSITY POLICY

The Company has adopted a board diversity policy (the “Policy”) 
setting out the approach to achieve and maintain diversity on the 
Board in order to enhance the effectiveness of the Board and 
delegated certain duties under the Policy to the NC. The NC and 
the Board had also reviewed on 10 May 2016 the structure of the 
Board and is of the opinion the Board consisted of members with 
different gender, age, cultural and educational background, 
ethnicity, professional experience, skills and knowledge, which 
met the requirements under the terms of the Board Diversity 
Policy.

REMUNERATION COMMITTEE

The Company has established a remuneration committee (the 
“RC”) according to the relevant provisions of the GEM Listing 
Rules with written terms of reference. Its primary duties are (a) to 
make recommendation to the Board on the Company’s policy and 
structure for all remuneration of Directors and senior 
management; (b) to review and approve the management’s 
remuneration proposals with reference to the Board’s corporate 
goals and objectives; and (c) to determine the remuneration 
packages on individual executive Directors and senior 
management.

The RC is formed by an executive director and three independent 
non-executive directors During this Year, the members of the RC 
are as follows:

Executive Director

William Xia Guo

Independent non-executive directors

Shou Yuan Wu
Mark Gavin Lotter 
Binhui NI 

During this Year, meetings were held by the RC to discuss and 
review the remuneration policies of the Company, to review and 
make recommendations with respect to the remuneration of Board 
members for approval by the Board and to made 
recommendations with respect to the remuneration of the newly 
appointed Directors during the year for approval by the Board. 
The RC has adopted the operation model where it performs an 
advisory role to the Board, with the Board retaining the final 
authority to approve the remuneration packages of individual 
executive Directors and senior management.
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DIRECTORS’ ACKNOWLEDGEMENT OF THEIR 
RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

The Directors acknowledge their responsibility for the preparation 
of the financial statements of the Group and ensure that the financial
statements are prepared in accordance with statutory requirements 
and applicable accounting standards. The Directors also ensure 
the timely publication of the financial statements of the Group.

The Directors confirm that, to the best of their knowledge, 
information and belief, having made all reasonable enquiries, they 
are not aware of any matters uncertainly relating to events or 
conditions that may cast significant doubt upon the Company’s 
ability to continue as a going concern.

INTERNAL CONTROL AND RISK MANAGEMENT

The Board is responsible for ensuring that the Group has a sound and 
effective risk management and internal control system. The Group is 
committed to the identification, monitoring and management of risks 
associated with its business activities and has implemented a practical 
and effective control system which includes a defined management 
structure with limits of authority, a sound cash management system 
and periodic review of the Group’s operation and performance by the 
Audit Committee and the Board.  During the year, the Company 
engaged an external independent consultant to conduct a review on 
the internal control system of the Group.  The risk management and internal
control system is reviewed on an ongoing basis by the Board to 
ensure it is effective. The Board is satisfied that, based on information 
furnished to it and on its own observations, the present risk management
and internal controls system of the Group are satisfactory. The Board 
is of the view that the system of risk management and internal control 
adopted for this Year is sound and effective. The Group does not have 
an internal audit function and the Board is of the view that there is 
currently no need for the Group to have this function.

AUDITOR’S REMUNERATION

The responsibility statement of external auditor of the Company, 
KLC about their reporting responsibilities on the financial 
statements of the Group is set out in the Independent Auditor’s 
Report on pages 41 to 46 . During the year, auditor’s remuneration 
for audit services was RMB395,000. Save as disclosed above, 
there was no other non-audit services assignment undertaken by 
the external auditor during the Year.
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Members

Shou Yuan WU 

William Xia Guo

Mark Gavin Lotter 

Binhui NI 

Attendance no.           Attendance rate
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�ˆ���¾"G�\�î"G�����ˆ���¾"G�\�\"��­!È�f�Â�/��Attendance of member at remuneration committee meeting during the 
year as set out below:
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COMPANY SECRETARY

The company secretary of the Company is responsible for 
distributing detailed documents to the Directors prior to the Board 
meetings to ensure that the Directors are able to make informed 
decisions regarding the matters discussed in the meetings. And all 
Directors have access to the advice and services of the Company 
Secretary with a view to ensuring that the Board procedures, and 
all applicable rules and regulations, are followed.

During this Year, the Company Secretary is Mr. Leung Kwok Fai 
Ben Rich and a written confirmation had been received by the 
Company from Mr. Leung Kwok Fai Ben Rich to confirm he took 
not less than 15 hours of relevant professional training during this 
Year.

SHAREHOLDERS’RIGHTS

The general meetings of the Company provide an opportunity for 
communications between the shareholders and the Board.  An 
annual general meeting of the Company shall be held in each year 
and at the place as may be determined by the Board.

SHAREHOLDERS TO CONVENE AN EXTRAORDINARY 
GENERAL MEETING

Shareholders may convene an extraordinary general meeting of 
the Company according to the provisions as set out in the Articles 
and the Companies Law of the Cayman Islands. A Special 
General Meeting(“SGM”) can be convened by a written request 
signed by shareholders of the Company, stating the objective of 
the meeting and deposited at the Company’s head office at Unit B, 
19/F, Times Media Centre, 133 Wanchai Road, Wanchai, Hong 
Kong.

PROCEDURES FOR PUTTING FORWARD PROPOSALS 
BY SHAREHOLDERS AT SHAREHOLDERS’ MEETING

The procedures for shareholders to put forward proposals at an 
AGM or SGM include a written notice of those proposals being 
submitted by shareholders, addressed to the Company Secretary 
at the Company’s head office at Unit B, 19/F, Times Media 
Centre, 133 Wanchai Road, Wanchai, Hong Kong. The detailed 
procedures vary according to whether the proposal constitutes an 
ordinary resolution or a special resolution, or whether the 
proposal relates to the election of a person other than a Director of 
the Company as a director. The procedures for shareholders to 
convene and put forward proposals at an AGM or SGM 
(including election of a person other than a Director of the 
Company as a director) are available on the Company’s website 
or on request to the Company Secretary.
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PROCEDURES FOR DIRECTING SHAREHOLDERS’ 
ENQUIRIES TO THE BOARD

Shareholders may at any time send their enquires and concerns to 
the Board in writing through the Company Secretary at the 
Company’s head office at Unit B, 19/F, Times Media Centre, 133 
Wanchai Road, Wanchai, Hong Kong or send email to 
ir@venturepharm.net..

Shareholders may also make enquiries with the Board at the AGM 
or SGM.

INVESTOR RELATIONS AND COMMUNICATION 
WITH SHAREHOLDERS

The Company uses a number of formal communications channels 
to account to shareholders and investors for the performance of 
the Company. These include (i) the publication of quarterly, 
interim and annual reports; (ii) the AGM or SGM providing a 
forum for shareholders of the Company to raise comments and 
exchanging views with the Board; (iii) key information of the 
Group available on the website of the Company; (iv) the 
Company’s share registrars in Hong Kong serving the 
shareholders in respect of all share registration matters; and (v) 
corporate information and the Bye-laws of the Company are made 
available on the Company’s website. 

A Shareholder’s Communication Policy was adopted by the 
Board aiming at providing the shareholders and potential 
investors with ready and timely access to balanced and 
understandable information of the Company.

The Company aims to provide its shareholders and investors with 
high standards of disclosure and financial transparency. The 
Board is committed to providing clear, detailed, timely manner 
and on a regular basis information of the Group to shareholders 
through the publication of quarterly, interim and annual reports 
and/or dispatching circular, notices, and other announcements.

The Company keeps on promoting investor relations and 
enhancing communication with the existing shareholders and 
potential investors. It welcomes suggestions from investors, 
stakeholders and the public. 

Enquiries to the Board or the Company may be sent by post to the 
Company’s head office at Unit B, 19/F, Times Media Centre, 133 
Wanchai Road, Wanchai, Hong Kong.
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Report Summary

Reporting Period

This is the first annual Environmental, Social and Governance 
Report (“ESG Report”) of China Health Group Inc. and its major 
subsidiaries (the “Group”), which covers the period from 1 
January 2016 to 31 December 2016.

REPORT COMPILATION BASIS 

The report was prepared with reference to the ESG Reporting 
Guide, as set out in Appendix 20 to the GEM Listing Rules of The 
Stock Exchange of Hong Kong Limited (the “HKEx”).

REPORTING SCOPE

The report mainly focused on the key operation of the Group in 
the Mainland China,  including Contracted Clinical Research 
Services (VPS) and Post Marketing Research and Academic 
Promotion Services (PMS) and other medical services. The data 
are mainly from two major subsidiaries ���Ø!‹�†"��;"�!å�/!?
�µ�K��
³  and �Z�2
9	S
3��	S!å�ù�î�ý�µ�K��
³ .
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1. STAKEHOLDERS IDENTIFICATION AND 
COMMUNICATION

We believe that listening to the opinions of the stakeholders is 
conducive to an objective and comprehensive evaluation of our 
ESG performance. During the reporting period, the Group has 
engaged with its stakeholders on an continuous basis via various 
communication channel with the aims to align its business 
strategies with the market and its stakeholders’ expectations and 
concerns�� and balance the interests of the Group and its 
stakeholders, which will leads us to create further common value. 

1.1 STAKEHOLDERS IDENTIFICATION

Based on the communications frequencies and experience with 
relevant stakeholders�� the Group has indentified seven different 
groups of major stakeholders, which are government/regulatory 
authorities, shareholders/investors, employees, clients, suppliers 
(hospitals)/business partners, industrial associations and 
community/public.
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1.2 COMMUNICATION WITH STAKEHOLDERS 

The Group maintained communication with the stakeholders for a 
range of matters through various communication channels as set 
out in the table below:-
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2. ANALYSIS OF MATERIALITY AND RELEVANCY

The HKEx Guide encourages an issuer to identify and disclose 
ESG information that is material and relevant to an issuer’s 
business. Through our materiality assessment, the management 
has decided that out of the 11 ESG Aspects suggested by the 
Guide, the following 9 ESG Aspects are material and relevant to 
the Group. The management policies and performance relating to 
which are set out in the corresponding sections herein.
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3. ENVIRONMENT

3.1 EMISSIONS

The Group is committed to operating in compliance with 

applicable environmental laws and regulations in all material 

respects and protecting the environment by minimising the 

negative impact of the Group’s existing business activities on the 

environment.

The Group continuously performs the separate collection method 

on the daily domestic garbage to ensure reuse of the recyclable 

waste, for example: plastic bags, plastic lunch boxes, paper and so 

on. The Group chooses cups or glasses instead of paper cups for 

the guests to minimise waste and be more environmental-friendly.
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The Green House Gas (“GHG”) emission from the Group is 

mainly generated from its purchased electricity consumed by the 

daily operation. To reduce the amount of carbon emission, the 

Group has implemented several practical measures on saving 

energy as further described in the next section “Use of 

Resources”.
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Note: The Group’s GHG emissions were classified into 3 scopes. 
The relevant activities were as below:

GHG Emissions refer to direct emissions from the 
fuel used by a private car owned by the Group for 
business purposes;

Emissions refer to energy indirect emissions. I�U��is
resulted from electricity purchased from energy 
supply companies used in our business operations; 
and

Emissions refer to other indirect emissions (optional 
for reporting purposes). I�U��is from the usage of office 
paper.
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3. 2 USE OF RESOURCES

The Group’s operation is mainly office-based and we were 
committed to minimizing the impact of our businesses on the 
environment by adopting eco-friendly measures in the office. In 
terms of energy saving measures, there were a number of good 
practices as follows.

Conference calls instead of face-to-face meetings were 
arranged where possible.

Staff is reminded to switch off lights and air-conditioning in 
the meeting room when it was not in use.

The room temperature was maintained at 25 degrees Celsius 
in the summer and 18 degrees Celsius in the winter in order to 
save energy.

We have provided water supply equipment in the office for 
employees and visitors and we were encouraged to use 
reusable cups to reduce the use of plastic bottles.

We were encouraged to use emails and online signature 
system for document review, signing and communication 
where possible, in order to reduce copying and the use of 
papers.

*

*

*

*

*

4. EMPLOYMENT AND LABOR PRACTICES

The Group viewed each and every employee as the most valuable 
resources and wealth, respected and protected their legitimate 
rights and interests, paid close attentions to their health and safety, 
valued talent training, strived to build a tailor-made career paths 
and rapid development platform, and committed to achieve the 
common growth.

*

*

*

*

*
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4.1 EQUAL CAREER OPPORTUNITIES AND DIVERSITY 

The Group valued equality and diversity in our workforce�� we

have introduced various talents through campus recruitment, 

social recruitment (including website recruitment and internal 

referral)�� and they were recruited according to their ability and 

attitude, regardless of their gender, race and age. 
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4.2 ATTENTION TO EMPLOYEES’ HEALTH AND 

SAFETY

Employees’ health and safety are paramount to the Group. The 

Group has continued to organize a range of leisure, recreational 

and sporting programs to build and promote a healthy and 

work-life balance environment to the workforce. In 2016, the 

Group has provided various activities to our employees��

including Birthday parties�� Ledongli walk�� Spring outing��

New Year party and medical checkup for the employees. 

4.3 TRAINING AND GROWTH PLATFORM

The Group valued training and development since its 

commencement, because it helped to increase efficiency, enhance 

employees commitment, improve team communication and boost 

employees morale, and thus foster the innovation and growth of 

the Group. 
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9NO

8NO

7NO

6NO

5NO

4NO

3NO

2NO

1NO

6�_ÂOô$�
Staff

�¨NgNwC®�b
Front Manager

KIC®OôP¥`•e•
Management of Functional

Division

KIC®�3�Â`•
Management of Business

Division

2aj€NO�ãKI
Senior Supervisor

2b�ãKI
Supervisor

2c "��ãKI
Deputy Supervisor

NwC®NO
Manager

3aj€NONwC®
Senior Manager

3bNwC®
Manager

3c"�NwC®
Deputy Manager

�ãKI"QC®
Assistant Supervisor

Oô$�
Staff

j€KI
Senior Management

KIC®NwC®�b
Manager

/ã FyNO
Chief Officer

4a j€NO/ãFy
Senior Chief Officer

4b /ãFy
Chief Officer

4c "�/ãFy
Deputy Chief Officer

"�/ãNwC®
Deputy General Manager

�3�Â`•"�/ãNwC®
Deputy General Manager
of Business Division

/ãNwC®
General Manager

�3�Â`•/ãNwC®
General Manager of
Business Division

"�/ãXiNO
Deputy Chief
Executive Offer

/ãXiNO
Chief Executive Offer

9ai>-Õ2�Wô+@
CEO

9b\Ê"I/ãFy�ã_xSÍ/ã
Fy
CFO, COO

9c2(6×/ãFy�ã�b"C\ì
>8/ãFy�ã-ª&â/ãFy
CTO CHO CMO

4.3.2 TRAINING

Training was an important way to improve the overall quality and 

provide comprehensive development of the employees. The 

Group has established a multi-level training system. The Group 

endeavored to create internal and external training opportunities 

for our employees, so as to enhance their knowledge, job skills, 

capabilities and performance. In the reporting period, our training 

mainly including orientation training for new employees, training 

of professional skills, training of new general knowledge, job 

rotation and outdoor development activities.
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4.3.1 CAREER DEVELOPMENT

The Group has established nine grading management system to 
ensure that the employees can choose their career path and 
develop job-related professional skills. The following diagram set 
out the career development paths: 
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4.4 GUARANTEEING LEGITIMATE RIGHTS

The Group has strictly observed the provisions in the national 
labor laws and regulations, continued to optimize the labor 
management system, established a fair and legal employment 
environment, valued protection of legitimate rights and interests 
of women and the disabled, implements equal pay for equal work, 
avoided discrimination and unfair treatment, and stood firm 
against employment of child and forced labor. In 2016, the Group 
has not violated any of the relevant national labor laws and 
regulations and did not employ child and forced labor force.

The Group has established and optimized a welfare system in line 
with the enterprise development and employees’ growth, built a 
remuneration management system and various incentive 
systems(including share option incentives), and continuously 
improved the remuneration scheme.

Furthermore, in accordance with the national regulations, it has 
contributed social insurance and provident fund for employees, 
provided various benefits such as subsidies on holidays and 
festivals, home leaves, meal allowance, and subsidies for mobile 
phone bill for employees, and also provided 
accommodation/housing subsidies for Non-Beijing Resident 
Graduates and commercial insurance and car loans for 
outstanding employees, etc. truly enabling employees to enjoy at 
work and in turn to improve the overall productivity. 

5. OPERATING PRACTICES

5.1 SUPPLY CHAIN MANAGEMENT

The office-based operation of the Group was not considered to 
have significant environmental and social risks of supply chain.

5.2 PRODUCT RESPONSIBILITY

The Group has highly prioritized the business integrity and 
services standards to promote the long-term best interests to all of 
its shareholders and stakeholders. During the reporting period, the 
Group didn’t receive any complaint in relation to violations of 
relevant laws and regulations. The Group will continue to fully 
comply with relevant governmental and regulatory laws, rules, 
codes and regulations.

5.3 ANTI-CORRUPTION

During the reporting period, there was no legal case relating to 
bribery, extortion, fraud and money laundering brought against 
the Group and its employees. 
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6. SOCIAL 

6.1 PROMOTING SOCIAL WELLBEING

The Group adhered to the belief “taking from the society, giving 
back to the society”. It has actively engaged in a wide range of 
social welfare and charitable activities with its expertise and 
resources, and strived to achieve win-win outcomes with its 
stakeholders.

6.2 SUMMARY OF PROMOTING SOCIAL WELLBEING 
ACTIVITIES

In the reporting period, the major social welfare and charitable 
activities participated in by our staff are summarized as follows:

World No Tobacco Day 
�Q�'�P�L�Q�[�K�P�I���C���*�G�C�N�V�J�[���.�K�H�G�R���L���1�T�I�C�P�K�U�G�F���C���T�C�P�I�G���Q�H���C�P�V�K���U�O�Q�M�K�P�I��
campaigns and donations.

Global Day for ALS
“Love from Wanquan, Warm to ALS Patients” -organised a range 
of disease awareness campaigns and donations. 

World Allergy Day 
“Bye Bye Allergy”-organised a range of disease awareness 
campaigns, volunteer medical consultations and donations. 

World Suicide Prevention Day 
“Let Us Smile” -organised a range of disease awareness 
campaigns, mental health educations and go together with 
Wanquan activities. 

World Alzheimer's Day 
“Love Memory” -organised a range of volunteer medical 
consultations and disease awareness campaigns on caring for the 
elderly.

World Mental Health Day 
“Mental Health and Social Harmony" -organised a range of 
disease awareness educations and go together with Wanquan 
activities.

World Aids Day 
“No I, but love”-organised a range of disease awareness 
campaigns.

����



����

�×�`�¨�œ�Í
•�v �.
INDEPENDENT AUDITOR’S REPORT

  Independent auditor's report

To the shareholders of China Health Group Inc

(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of China 

Health Group Inc (the “Company”) and its subsidiaries (together, 

the “Group”) set out on pages 47 to 107, which comprise the 

consolidated statement of financial position as at 31 December 

2016, 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 December 2016 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 

�Q�H���V�J�G���*�Q�P�I���-�Q�P�I���%�Q�O�R�C�P�K�G�U���1�T�F�K�P�C�P�E�G��

We conducted our audit in accordance with Hong Kong Standards 

�Q�P���#�W�F�K�V�K�P�I���
�Q�*�-�5�#�U�R�����K�U�U�W�G�F���D�[���*�-�+�%�2�#�������1�W�T���T�G�U�R�Q�P�U�K�D�K�N�K�V�K�G�U��

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 independence 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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Without qualifying our opinion, we draw attention to note 2(b)(ii) 
to the consolidated financial statements which indicates that the 
Group’s current liabilities exceeded its current assets and total 
assets by approximately RMB28,937,000 and RMB25,166,000, 
respectively, as of 31 December 2016. These conditions, along 
with other matters as set forth in note 2 (b)(ii) to the consolidated 
financial statements, indicate the existence of a material 
uncertainty that may cast significant doubt about the Group’s 
ability to continue as a going concern.Notwithstanding the above, 
the consolidated financial statements have been prepared on a 
going concern basis, the validity of which is dependent on the 
Group's ability to generate positive cashflows from new contracts 
and enforcing stringent cost measures.

Key audit matters are those matters that, in our professional 
judgement, were most significant in our audit of the consolidated 
financial statements of the current period.  These matters were 
addressed in the context of our audit of the consolidated financial 
statements as a whole, and in forming our opinion thereon, and we 
do not provide a separate opinion on these matters.

We identified revenue recognition from services provided as a 
key audit matter as revenue recognised is quantitatively 
significant to the consolidated statement of profit or loss and other 
comprehensive income and material revenue transactions may 
occur close to the end of the reporting period.

Revenues from contracted clinical research services are 
recognised over the fixed terms of the contracts or, where 
appropriate, as the related costs are incurred.  Milestone payments 
in connection with research and development or 
commercialisation agreements are recognised when they are 
earned in accordance with the applicable performance 
requirements and contractual terms.

Payments received that are related to future performance are 
deferred and recorded as revenues as they are earned over the 
specified future performance periods.

Revenue from post marketing research and academic promotion 
services is recognised when the relevant services are rendered and 
the respective amount of revenue can be measured reliably.
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Material Uncertainty Related to Going Concern

Key audit matters

Revenue recognition from services provided
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Our audit procedures in respect of revenue recognition included 
the following:
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Completeness and accuracy of provision for litigation 
 claims

Obtained a list of receipts in advance as at 31 December 2016 
and a list of revenue recognised during the year ended 31 
December 2016;

Reviewed the status of projects as of 31 December 2016 on a 
sample basis to ensure monies received had been properly 
recorded either as receipts in advance or revenue based on the 
status of the respective projects; and

Arranged audit confirmations on a sample basis to confirm the 
service income during the year and receipts in advance balance 
as of 31 December 2016.
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We identified the completeness and accuracy of the provision for 
litigation claims as a key audit matter because the Group has 
incurred certain commercial and labour disputes over the years 
and recognises the need of a substantial provision of amount for 
litigation claims.

Our audit procedures to check the completeness and accuracy of 
the provision for litigation claims included the following:

Obtained a detailed summary of legal cases within the Group 
and enquired with the legal department on the status of each 
case as of 31 December 2016;

Performed search on the websites of  different local courts to 
ensure the detailed summary of legal cases covered all legal 
cases involved by the Group;

For legal cases with settlement statements issued by the 
respective courts, obtained the settlement statements and 
ensured proper provision had been made in accordance 
therewith; and

For open legal cases, obtained legal opinions on the possible 
penalty to be incurred from the Group’s legal department and 
ensured adequate but not excessive provisions were made.
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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 all the information included in the annual 
report, other than the consolidated financial statements and our 
auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover 
the other information and we do not express any form of assurance 
conclusions 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 concluded that there are 
any material misstatements of this other information, we are required 
to report such facts.  We have nothing to report in this regard.

The directors are responsible for the preparation of 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.

Responsibilities of the directors and those charged with 
 governance for the consolidated financial statements

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, and for no other purpose.  We do not assume responsibility 
towards or accept liability to any other person for the contents of this 
report.
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Reasonable assurance is a high level of assurance, but is not a 

guarantee that an audit conducted in accordance with HKSAs 

will always detect a material misstatement when it exists.  

Misstatements can arise from fraud or error and are considered 

material if, individually or in the aggregate, they could 

reasonably be expected to influence the economic decisions of 

users taken on the basis of these consolidated financial 

statements.

As part of an audit in accordance with HKSAs, we exercise 

professional judgement and maintain professional scepticism 

throughout the audit.  We also:

Identify and assess the risks of material misstatement of the 

consolidated financial statements, whether due to fraud or error, 

design and perform audit procedures responsive to those risks, 

and obtain audit evidence that is sufficient and appropriate to 

provide a basis for our opinion.  The risk of not detecting a 

material misstatement resulting from fraud is higher than for one 

resulting from error, as fraud may involve collusion, forgery, 

intentional omissions, misrepresentations, or the override of 

internal control.

Obtain an understanding of internal control relevant to the audit 

in order to design audit procedures that are appropriate in the 

circumstances, but not for the purpose of expressing an opinion 

on the effectiveness of the Group’s internal control.

Evaluate the appropriateness of accounting policies used and the 

reasonableness of accounting estimates and related disclosures 

made by the directors.

Conclude on the appropriateness of the directors’ use of 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.
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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 communicate with them all 
relationships and other matters that may reasonably be thought to 
bear on our independence and, where applicable, related 
safeguards.

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 
of the current period and are therefore the key audit matters.  We 
describe these matters in our auditor’s report unless law or 
regulation precludes public disclosure about the matter or when, 
in extremely rare circumstances, we determine that a matter 
should not be communicated in our report because the adverse 
consequences of doing so would reasonably be expected to 
outweigh the public interest benefits of such communication.

The engagement director on the audit resulting in this 
independent auditor's report is Tang Wai Yau.

KLC Kennic Lui & Co. Ltd.

Certified Public Accountants (Practising)
Tang Wai Yau
Practising Certificate No.: P05737
Hong Kong, 
24 March 2017

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.
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Year ended 31 December 2016
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2016 2015
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Revenue

Other income

Cost of services

Staff costs

Administrative expenses

Impairment losses on work-in-progress

Finance costs

Loss on revaluation of derivative financial liabilities

Profit/(loss) before taxation

Income tax 

Total comprehensive income/(loss) for the year

Attributable to:

                Equity shareholders of the Company

 Non-controlling interests

Total comprehensive income/(loss) for the year

Earnings/(loss) per share

 Basic

 Diluted
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         The notes on pages 52 to 107 form part of these financial statements.
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At 31 December 2016
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"� �à �¨ 
[
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9k�6 �Í��"l

9k��"l

Non-current assets
Property, plant and equipment
New drug technologies

Current assets
Work-in-progress
Trade and bills receivable
Trade deposits paid
Prepayments and other receivables
Cash and cash equivalents

Current liabilities
Trade payables, other payables and accrued charges
Receipts in advance
Loans from related companies
Convertible notes
Derivative financial liabilities
Bank borrowings
Income taxes payable

Net current liabilities

Net liabilities

3,771
-

3,771

2,086
551

3,100
1,584
1,753
9,074

23,311
4,855
8,321

-
-

1,500
24

38,011

(28,937�


(25,166)

4,803
-

4,803

2,673
3,368

-
1,332
6,775

14,148

22,550
24,215

-
5,779
4,447
1,500

128
58,619

�
 44,471�


(39,668)

11
12

14
15
16
17

18(a)

19
20
21
22
22
23
24
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The notes on pages 52 to 107 form part of these financial statements.
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At 31 December 2016
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2016 2015

�>�-�C�C�N �>�-�C�õ�N
Notes RMB’000 RMB’000
�¸ JO 
§�÷�<
%�î 
§�÷�<
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�*�4�"�ñ�+
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�ñ�+

�4���B�&�>
Æ�%� 	��ó�>��	³�¨

�c���&�>��
"· �4 �è$)

Capital and reserves
Share capital
Reserves

Deficiency in assets attributable to equity 
shareholders of the Company

Non-controlling interests
Deficit of shareholders’funds

 88,673
(113,839)
(25,166)

-
(25, 166)

 81,699
(121,367)
(39,668)

-
(39,668)

25
25(c)
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Attributable to owners of the Company
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�T�i�b�s�f
�!�d�b�q�j�u�b�m

�T�i�b�s�f�.
�C�b�t�f�e�!�q�b�z�n�f�o�u�!

�s�f�t�f�s�w�f
�T�q�f�d�j�b�m

�!�s�f�t�f�s�w�f
�D�b�q�j�u�b�m
�s�f�t�f�s�w�f

�T�u�b�u�v�u�p�s�z
�s�f�t�f�s�w�f

�T�u�b�u�v�u�p�s�z
�!�f�o�u�f�s�q�s�j�t�f
�!�f�y�q�b�o�t�j�p�o

�g�v�o�e
�B�d�d�v�n�v�m�b�u�f�e�!

�m�p�t�t�f�t �U�p�u�b�m

�O�p�o�.
�d�p�o�u�s�p�m�m�j�o�h

�j�o�u�f�s�f�t�u�t �U�p�u�b�m

RMB’000

§�÷�<
%�î

RMB’000

§�÷�<
%�î

RMB’000

§�÷�<
%�î

RMB’000

§�÷�<
%�î

RMB’000

§�÷�<
%�î

RMB’000

§�÷�<
%�î

RMB’000

§�÷�<
%�î

RMB’000

§�÷�<
%�î

RMB’000

§�÷�<
%�î

RMB’000

§�÷�<
%�î

Balance at 1 
  January 2015

Change in equity for 2015 
Loss for the year

Total comprehensive loss

Equity settled share
  -based transactions

Balance at 31 
  December 2015 
  and at 1 January 2016

Change in equity for 2016 

Profit for the year

Total comprehensive 
  income

Conversion of convertible 
  notes

Equity settled share
  -based transactions

Balance at 31 
  December 2016
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Year ended 31 December 2016
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2016 2015
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Notes RMB’000 RMB’000
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î�¤!À�Á�á
�X
l	æ��
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î�¤!À�Á9k�á

�µ"·���Í�	
î�¨�
��
î�¤!À�Á�á
���ù�¹�¨
î�¤	{!Ê
�v�U���ù�¹�¨
�, ��Z�¹	{

�µ"·���Í
î�¤���	
î�¨�
!À�Á9k�á
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���9�F9k�á
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Operating activities
Cash (used in)/generated from operations
Interest paid
Income taxes paid

Net cash (used in)/generated from operating activities

Investing activities
Interest received

Net cash generated from investing activities

Cash flows from financing activities
Proceeds from bank borrowings
Repayment of bank borrowings
Loans from related companies

Net cash generated from /(used in) financing activities

Net(decrease)/ increase in cash and cash equivalents
Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year

(6,756)
(75)
(62)

(6,893)

9

9

1,500
(1,500)

1,862

1,862

(5,022)
6,775

1,753

3,529
(132)

(7)

3,390

7

7

1,500
(2,000)

-

(500)

2,897
3,878

6,775

18(b)

The notes on pages 52 to 107 form part of these financial statements.
�ƒ�����¯������ "	 �ç "¹ �K�Y!©�8 �ê�����â�4 �Y!©�8 �ê�ç�¶�‰�J

�k�K���Ú�6�Ù�ê
CONSOLIDATED STATEMENT OF CASH FLOWS



1.

2.

GENERAL

The Company was incorporated in the Cayman Islands on 21 
May 2002 as an exempted company with limited liability 
under the Companies Law (2002 Revision) of the Cayman 
Islands.  The address of its registered office is Scotia Centre, 
4th Floor, PO Box 2804, George Town, Grand Cayman, 
Cayman Islands and its principal place of business is Building 
AII Venturepharma Center, No. 11 of West Third Ring North 
Road, Haidian District, Beijing, the People’s Republic of 
China (the “PRC”), 100089.  The Company has had its shares 
listed on The Growth Enterprise Market of the Stock 
Exchange of Hong Kong Limited since 10 July 2003.

The Company is an investment holding company.  The 
principal activities of its subsidiaries are set out in note 13 to 
the consolidated financial statements.

The consolidated financial statements are presented in 
Renminbi (“RMB”), rounded to the nearest thousand. RMB is 
the functional currency of the Company and is also the 
functional currency for the Company’s subsidiaries 
established in the PRC.

SIGNIFICANT ACCOUNTING POLICIES

(a) Statement of compliance 

These financial statements have been prepared in 
accordance with all applicable Hong Kong Financial 
Reporting Standards (“HKFRSs”), which is a collective 
term that includes all applicable individual Hong Kong 
Financial Reporting Standards, Hong Kong Accounting 
Standards (“HKASs”) and Interpretations issued by the 
Hong Kong Institute of Certified Public Accountants 
(“HKICPA”), accounting principles generally accepted in 
Hong Kong and the disclosure requirements of the Hong 
Kong Companies Ordinance.  These financial statements 
also comply with the applicable disclosures required by 
the Rules Governing the Listing of Securities on The 
Growth Enterprise Market of The Stock Exchange of 
Hong Kong Limited.  A summary of the significant 
accounting policies adopted by the Group is set out below.

The HKICPA has issued certain new and revised HKFRSs 
that are first effective or available for early adoption for 
the current accounting period of the Group and the 
Company.  Note 2(c) provides information on any changes 
in accounting policies resulting from initial application of 
these developments to the extent that they are relevant to 
the Group for the current and prior accounting periods 
reflected in these consolidated financial statements.

1.

2.
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Basis of preparation of the financial statements

(i)

(ii)

(b) (b)

Measurement basis, judgements, estimates and 
assumptions

The consolidated financial statements for the year 
ended 31 December 2016 comprise the Company and 
its subsidiaries (together referred to as the “Group”).

The measurement basis used in the preparation of the 
consolidated financial statements is the historical cost 
basis except that derivative financial liabilities are 
stated at their fair values as explained in note 2(e) to 
the accounting policies. 

The preparation of consolidated financial statements 
in conformity with HKFRSs requires management to 
make judgments, estimates and assumptions that 
affect the application of policies and reported 
amounts of assets, liabilities, income and expenses.  
The estimates and associated assumptions are based 
on historical experience and various other factors that 
are believed to be reasonable under the 
circumstances, the results of which form the basis of 
making the judgments about carrying values of assets 
and liabilities that are not readily apparent from other 
sources.  Actual results may 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.

Judgments made by management in the application of 
HKFRSs that have significant effects on the financial 
statements and major sources of estimation 
uncertainty are discussed in note 3. 

Going Concern

As at 31 December 2016, the Group‘s current 
liabilities exceeded its current assets and total assets 
by approximately RMB28,937,000 (2015: 
RMB44,471,000) and RMB25,166,000 (2015: 
RMB39,668,000), respectively. These conditions, 
along with other matters set forth in the consolidated 
financial statements, indicate the existence of a 
material uncertainly that may cast significant doubt 
about the Group’s ability to continue as a going 
concern.
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Changes in accounting policies

The HKICPA has issued a number of amendments to 

HKFRSs that are first effective for the current accounting 

period of the Group.  None of these developments have had 

a material effect on how the Group’s result and financial 

position for the current or prior periods have been prepared 

or presented.

The Group has not applied any new standard or 

interpretation that is not yet effective for the current 

accounting period.

Subsidiaries and non-controlling interests

Subsidiaries are entities controlled by the Group.  The 

Group control an entity when it is exposed, or has rights, 

to variable returns from its involvement with the entity 

and has the ability to affect those returns through its 

power over the entity.  When assessing whether the 

Group has power, only substantive rights (held by the 

Group and other parties) are considered. 

An investment in a subsidiary is consolidated into the 

consolidated financial statements from the date that 

control commences until the date that control ceases.  

Intra-group balances, transactions and cash flows and any 

unrealised profits arising from intra-group transactions 

are eliminated in full in preparing the consolidated 

financial statements.  Unrealised losses resulting from 

intra-group transactions are eliminated in the same way as 

unrealised gains but only to the extent that there is no 

evidence of impairment.

The directors believe that the Group will be able to meet 

its financial obligations in full as and when they fall due 

for the foreseeable future since the directors of the 

Company believe that the Group will generate positive 

cash flows in the next twelve months by receiving cash 

from new contracts and enforcing stringent cost 

measures.  Accordingly, the financial statements have 

been prepared on a going concern basis.  The financial 

statements do not include any adjustments relating to the 

carrying amounts and reclassification of assets and 

liabilities that might be necessary should the Group be 

unable to continue as a going concern.
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Non-controlling interests represent the equity in a 

subsidiary not attributable directly or indirectly to the 

Company, and in respect of which the Group has not 

agreed any additional terms with the holders of those 

interests which would result in the Group as a whole 

having a contractual obligation in respect of those 

interests that meets the definition of a financial liability.  

For each business combination, the Group can elect to 

measure any non-controlling interests either at fair value 

or at the non-controlling interests’ proportionate share of 

the subsidiary’s net identifiable assets.

Non-controlling interests are presented in the 

consolidated statement of financial position within 

equity, separately from equity attributable to the equity 

holders of the Company.  Non-controlling interests in the 

results of the Group are presented on the face of the 

consolidated statement of profit or loss and other 

comprehensive income as an allocation of the total profit 

or loss and total comprehensive income for the year 

between non-controlling interests and the equity 

shareholders of the Company.

Changes in the Group’s interests in a subsidiary that do 

not result in a loss of control are accounted for as equity 

transactions, whereby adjustments are made to the 

amounts of controlling and non-controlling interests 

within consolidated equity to reflect the change in relative 

interests, but no adjustments are made to goodwill and no 

gain or loss is recognised.

When the Group loses control of a subsidiary, it is 

accounted for as a disposal of the entire interest in that 

subsidiary, with a resulting gain or loss being recognised 

in profit or loss.  Any interest retained in that former 

subsidiary at the date when control is lost is recognised at 

fair value and this amount is regarded as the fair value on 

initial recognition of a financial asset or, when 

appropriate, the cost on initial recognition of an 

investment in an associate or joint venture.

In the Company’s statement of financial position, an 

investment in a subsidiary is stated at cost less 

impairment losses (see note 2(i)), unless the investment is 

classified as held for sale (or included in a disposal group 

that is classified as held for sale). 
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Derivative financial instruments

Derivative financial instruments are recognised initially 
at fair value.  At the end of each reporting period the fair 
value is remeasured.  The gain or loss on remeasurement 
of fair value is recognised immediately in profit or loss, 
except where the derivatives qualify for cash flow hedge 
accounting or hedge the net investment in a foreign 
operation, in which case recognition of any resultant gain 
or loss depends on the nature of the item being hedged.

(e) (e)

(f)
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Property, plant and equipment

Property, plant and equipment are stated at cost less 

accumulated depreciation and impairment losses (see 

note 2(i)).

Depreciation is calculated to write off the cost of items of 

property, plant and equipment, less their estimated 

residual value, if any, using the straight-line method over 

their estimated useful lives as follows: 

Where parts of an item of property, plant and equipment 

have different useful lives, the cost of the item is allocated 

on a reasonable basis between the parts and each part is 

depreciated separately.

Both the useful life of an asset and its residual value, if 

any, are reviewed annually.

Gains or losses arising from the retirement or disposal of 

an item of property, plant and equipment are determined 

as the difference between the net disposal proceeds and 

the carrying amount of the item and are recognised in 

profit or loss on the date of retirement or disposal. 

Intangible assets

Intangible assets are stated at cost less accumulated 

amortisation and impairment losses (see note 2(i)).

(f)

(g)

Leasehold improvements

Machinery and equipment

Motor vehicles
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Amortisation of intangible assets with finite useful lives 

is charged to profit or loss on the straight-line basis over 

the assets’ estimated useful lives.  The following 

intangible assets with finite useful lives are amortised 

from the date they are available for use and their 

estimated useful lives are as follows:

Both the period and method of amortisation are reviewed 

annually.

New drug technologies �•"��/!? ����/•�������Z�F�B�S�T
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(h)Lease assets

An arrangement, comprising a transaction or a series of 
transactions, is or contains a lease if the Group determines 
that the arrangement conveys a right to use a specific 
asset or assets for an agreed period of time in return for a 
payment or a series of payments.  Such a determination is 
made based on an evaluation of the substance of the 
arrangement and is regardless of whether the arrangement 
takes the legal form of a lease.
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Classification of assets leased to the Group

Assets that are held by the Group under leases which 
transfer to the Group substantially all the risks and 
rewards of ownership are classified as being held 
under finance leases.  Leases which do not transfer 
substantially all the risk and rewards of ownership to 
the Group are classified as operating leases.

Operating lease charges

Where the Group has the use of assets held under 
operating leases, payments made under the leases are 
charged to profit or loss in equal instalments over the 
accounting period covered by the lease terms, except 
where an alternative basis is more representative of the
pattern of benefits to be derived from the leased assets.
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(i) Impairment of assets

(i) Impairment of trade and other receivables

For trade and other receivables and other financial 
assets carried at amortised cost, the impairment loss 
is measured as the difference between the asset’s 
carrying amount and the present value of estimated 
future cash flows, discounted at the financial asset’s 
original effective interest rate (i.e. the effective 
interest rate computed at initial recognition of these 
assets), where the effect of discounting is material.  
This assessment is made collectively where these 
financial assets share similar risk characteristics, 
such as similar past due status, and have not been 
individually assessed as impaired.  Future cash flows 
for financial assets which are assessed for 
impairment collectively are based on historical loss 
experience for assets with credit risk characteristics 
similar to the collective group.

If in a subsequent period the amount of an 
impairment loss decreases and the decrease can be 
linked objectively to an event occurring after the 
impairment loss was recognised, the impairment loss 
is reversed through profit or loss.  A reversal of an 
impairment loss shall not result in the asset’s 
carrying amount exceeding that which would have 
been determined had no impairment loss been 
recognised in prior years.

Impairment losses are written off against the 
corresponding assets directly, except for impairment 
losses recognised in respect of trade debtors included 
within trade and other receivables, whose recovery is 
considered doubtful but not remote.  In this case, the 
impairment losses for doubtful debts are recorded 
using an allowance account.  When the Group is 
satisfied that recovery is remote, the amount 
considered irrecoverable is written off against trade 
debtors directly and any amounts held in the 
allowance account relating to that debt are reversed.  
Subsequent recoveries of amounts previously 
charged to the allowance account are reversed 
against the allowance account.  Other changes in the 
allowance account and subsequent recoveries of 
amounts previously written off directly are 
recognised in profit or loss.
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Impairment of other assets

Internal and external sources of information are 
reviewed at the end of each reporting period to 
identify indications that the following assets may be 
impaired or an impairment loss previously 
recognised no longer exists or may have decreased:

– property, plant and equipment; 
– work-in-progress; and
– investments in subsidiaries in the Company’s 
statement of financial position.

If any such indication exists, the asset’s recoverable 
amount is estimated.

Calculation of recoverable amounts

The recoverable amount of an asset is the greater of 
its fair value less costs of disposal and value in use. 
In assessing value in use, the estimated future cash 
flows are discounted to their present value using a 
pre-tax discount rate that reflects current market 
assessments of the time value of money and the risks 
specific to the asset. Where an asset does not 
generate cash inflows largely independent of those 
from other assets, the recoverable amount is 
determined for the smallest group of assets that 
generates cash inflows independently (i.e. a 
cash-generating unit).

Recognition of impairment losses

An impairment loss is recognised in profit or loss if 
the carrying amount of an asset, or the 
cash-generating unit to which it belongs, exceeds its 
recoverable amount. Impairment losses recognised 
in respect of cash-generating units are allocated first 
to reduce the carrying amount of any goodwill 
allocated to the cash-generating unit (or group of 
units) and then, to reduce the carrying amount of the 
other assets in the unit (or group of units) on a pro 
rata basis, except that the carrying value of an asset 
will not be reduced below its individual fair value 
less costs of disposal (if measurable) or value in use 
(if determinable).
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Reversals of impairment losses

In respect of assets other than goodwill, an 
impairment loss is reversed if there has been a 
favourable change in the estimates used to determine 
the recoverable amount. Impairment losses in respect 
of goodwill are not reversed.

Reversal of an impairment loss is limited to an 
asset’s carrying amount that would have been 
determined had no impairment loss been recognised 
in prior years. Reversals of impairment losses are 
credited to profit or loss in the year in which the 
reversals are recognised.

Interim financial reporting and impairment recognition

Under the Rules Governing the Listing of Securities 
on The Growth Enterprise Market of The Stock 
Exchange of Hong Kong Limited, the Group is 
required to prepare an interim financial report in 
compliance with HKAS 34, Interim Financial 
Reporting, in respect of the first six months of the 
financial year.  At the end of the interim period, the 
Group applies the same impairment testing, 
recognition and reversal criteria as it would at the 
end of the financial year�
 see notes 2(i)(i) and (ii))

(iii)
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Work-in-progress

Costs incurred on development projects with an intention
of outright sale as technology transfer are recognised as 
work-in-progress when it is probable that the project will
be a success considering its commercial and technological
feasibility, and only if the cost can be measured reliably.  
Work-in-progress is recognised as cost of sales in 
accordance with the performance requirements and 
contractual terms as stated in the contracts.

Work-in-progress is stated at the lower of cost and net 
realisable value. The cost of work-in-progress comprises
raw materials, direct labour, other direct cost and related 
production overheads.  Net realisable value is the estimated
selling price in the ordinary course of business, less 
applicable variable selling expenses.
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Trade and other receivables

Trade and other receivables are initially recognised at 
fair value and thereafter stated at amortised cost using 
the effective interest method, less any allowances for 
impairment of doubtful debts (see note 2(i)), except 
where the receivables are interest-free loans made to 
related parties without any fixed repayment terms or the 
effects of discounting would be immaterial.  In such 
cases, the receivables are stated at cost less allowance 
for any impairments for doubtful debts.

Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at 
fair value less attributable transaction costs.  
Subsequent to initial recognition, interest-bearing 
borrowings are stated at amortised cost with any 
difference between the amount initially recognised and 
redemption value being recognised in profit or loss over 
the period of the borrowings, together with any interest 
and fees payable, using the effective interest method.

Trade and other payables

Trade and other payables are initially recognised at fair 
value and subsequently stated at amortised cost unless 
the effect of discounting would be immaterial, in which 
case they are stated at cost.

Convertible notes which do not contain an equity 
component

At initial recognition, the derivative component of 
convertible notes is measured at fair value and 
presented as part of derivative financial instruments (see 
note 2(e)).  Any excess of proceeds over the amount 
initially recognised as the derivative component is 
recognised as the liability component.  Transaction 
costs that relate to the issue of convertible notes are 
allocated to the liability and derivative components in 
proportion to the allocation of proceeds.  The portion of 
the transaction costs relating to the liability component 
is recognised initially as part of the liability.  The 
portion relating to the derivative component is 
recognised immediately in profit or loss. 
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The derivative component is subsequently remeasured 
in accordance with note 2(e).  The liability component is 
subsequently carried at amortised cost.  The interest expense
recognised in profit or loss on the liability component is 
calculated using the effective interest method.

If notes are converted, the carrying amounts of the 
derivative and liability components are transferred to 
share capital and capital reserve as consideration for the 
shares issued.  If notes are redeemed, any difference 
between the amount paid and the carrying amounts of 
both components is recognised in profit or loss.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on 
hand, demand deposits with banks and other financial 
institutions, and short term, highly liquid investments 
that are readily convertible into known amounts of cash 
and which are subject to an insignificant risk of changes 
in value, having been within three months of maturity at 
acquisition.  Bank overdrafts that are repayable on 
demand and form an integral part of the Group’s cash 
management are also included as a component of cash 
and cash equivalents for the purpose of the consolidated 
cash flow statement.

(o)
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Employee benefits

(i)

(ii)

(p)

Short term employee benefits and contributions to 
defined contribution retirement plans

Salaries, annual bonuses, paid annual leave, 
contributions to defined contribution retirement 
plans and the cost of non-monetary benefits are 
accrued in the year in which the associated 
services are rendered by employees.  Where 
payment or settlement is deferred and the effect 
would be material, these amounts are stated at 
their present values.

Share-based payments

The fair value of share options granted to employees 
is recognised as an employee cost with a 
corresponding increase in the share-based payment 
reserve within equity.  The fair value is measured at 
the grant date using the binomial lattice model, 
taking into account the terms and conditions upon 
which the options were granted.  Where the 
employees have to meet vesting conditions before 
becoming unconditionally entitled to the options, 
the total estimated fair value of the options is spread 
over the vesting period, taking into account the 
probability that the options will vest.
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During the vesting period, the number of share 
options that is expected to vest is reviewed.  Any 
resulting adjustment to the cumulative fair value 
recognised in prior years is charged / credited to the 
profit or loss for the year of the review, unless the 
original employee expenses qualify for recognition 
as an asset, with a corresponding adjustment to the 
share-based payment reserve.  On the vesting date, 
the amount recognised as an expense is adjusted to 
reflect the actual number of options that vest (with a 
corresponding adjustment to the share-based 
payment reserve) except where forfeiture is only 
due to not achieving vesting conditions that relate to 
the market price of the Company’s shares.  The 
equity amount is recognised in the share-based 
payment reserve until either the options are 
exercised (when they are included in the amount 
recognised in share capital for the shares issued) or 
the options expire (when it is released directly to 
retained profits or losses).

Contribution to defined contribution retirement 
benefit plans

The Group’s entities in Mainland China participate 
in defined contribution retirement benefit plans 
organised by relevant government authorities for its 
employees in Mainland China and contribute to 
these plans based on certain percentage of the 
salaries of the employees on a monthly basis, up to 
a maximum fixed monetary amount, as stipulated by 
the relevant government authorities. The 
government authorities undertake to assume the 
retirement benefit obligations payable to all existing 
and future retired employees under these plans.
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(iii)

Income Taxes

Income taxes for the year comprise current tax and 
movements in deferred tax assets and liabilities.  
Current tax and movements in deferred tax assets and 
liabilities are recognised in profit or loss except to the 
extent they relate to items recognised in other 
comprehensive income or directly in equity, in which 
case the relevant amounts of tax are recognised in other 
comprehensive income or directly in equity, 
respectively.

Current tax is the expected tax payable on the taxable 
income for the year, using tax rates enacted or 
substantively enacted at the end of the reporting period, 
and any adjustment to tax payable in respect of previous 
years.
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Deferred tax assets and liabilities arise from deductible and 
taxable temporary differences, respectively, being the 
differences between the carrying amounts of assets and 
liabilities for financial reporting purposes and their tax 
bases.  Deferred tax assets also arise from unused tax losses 
and unused tax credits.

Apart from certain limited exceptions, all deferred tax 
liabilities, and all deferred tax assets to the extent it is 
probable that future taxable profits will be available against 
which the asset can be utilised, are recognised. Future 
taxable profits that may support the recognition of deferred 
tax assets arising from deductible temporary differences 
include those that will arise from the reversal of existing 
taxable temporary differences, provided those differences 
relate to the same taxation authority and the same taxable 
entity, and are expected to reverse either in the same period 
as the expected reversal of the deductible temporary 
difference or in a period into which a tax loss arising from 
the deferred tax asset can be carried back or forward.  The 
same criteria are adopted when determining whether 
existing taxable temporary differences support the 
recognition of deferred tax assets arising from unused tax 
losses and credits, that is, those differences are taken into 
account if they relate to the same taxation authority and the 
same taxable entity, and are expected to reverse in a period, 
or periods, in which the tax loss or credit can be utilised.

The limited exceptions to recognition of deferred tax assets 
and liabilities are those temporary differences arising from 
goodwill not deductible for tax purposes, the initial 
recognition of assets or liabilities that affect neither 
accounting nor taxable profits (provided they are not part of 
a business combination), and temporary differences 
relating to investments in subsidiaries to the extent that, in 
the case of taxable differences, the Group controls the 
timing of the reversal and it is probable that the differences 
will not reverse in the foreseeable future, or in the case of 
deductible differences, unless it is probable that they will 
reverse in the future.

The amount of deferred tax recognised is measured based 
on the expected manner of realisation or settlement of the 
carrying amount of the assets and liabilities, using tax rates 
enacted or substantively enacted at the end of the reporting 
period.  Deferred tax assets and liabilities are not 
discounted.

The carrying amount of a deferred tax asset is reviewed at 
the end of each reporting period and is reduced to the extent 
it is no longer probable that sufficient taxable profits will be 
available to allow the related tax benefit to be utilised.  Any 
such reduction is reversed to the extent it becomes probable 
that sufficient taxable profits will be available.
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Current tax balances and deferred tax balances, and 
movements therein, are presented separately from each 
other and are not offset.  Current tax assets are offset 
against current tax liabilities, and deferred tax assets 
against deferred tax liabilities, if the Company or the 
Group has the legally enforceable right to set off current 
tax assets against current tax liabilities and the 
following additional conditions are met:

In the case of current tax assets and liabilities, the 
Company or the Group intends either to settle on a 
net basis, or to realise the asset and settle the 
liability simultaneously; or

In the case of deferred tax assets and liabilities, if 
they relate to income taxes levied by the same 
taxation authority on either:

- the same taxable entity; or

- different taxable entities, which, in each future 
period in which significant amounts of deferred tax 
liabilities or assets are expected to be settled or 
recovered, intend to realise the current tax assets 
and settle the current tax liabilities on a net basis or 
realise and settle simultaneously.
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Provisions and contingent liabilities

Provisions are recognised for other liabilities of 
uncertain timing or amount when the Group or the 
Company has a legal or constructive obligation arising 
as a result of a past event, it is probable that an outflow 
of economic benefits will be required to settle the 
obligation and a reliable estimate can be made.  Where 
the time value of money is material, provisions are 
stated at the present value of the expenditure expected 
to settle the obligation.

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 
whose existence 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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Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable.  Provided it is probable that the 
economic benefits will flow to the Group and the revenue
and costs, if applicable, can be measured reliably, 
revenue is recognised in profit or loss as follows:

(i)

(ii) Other service income

(iii)

(iv)

(s)

Revenues from contracted clinical research services

Revenues from contracted clinical research services 
are recognised over the fixed terms of the contracts 
or, where appropriate, as the related costs are incurred.
Milestone payments in connection with research 
and development or commercialisation agreements 
are recognised when they are earned in accordance 
with the applicable performance requirements and 
contractual terms.

Payments received that are related to future 
performance are deferred and recorded as revenues 
as they are earned over the specified future 
performance periods.

Service income is recognised when the relevant 
services are rendered and the respective amount of 
revenue can be measured reliably.

Government grants

Government grants are not recognised until there is 
reasonable assurance that the Group will comply 
with the conditions attaching to them and that the 
grants will be received.

Government grants that are receivable as 
compensation for expenses or losses already 
incurred or for the purpose of giving immediate 
financial support to the Group with no future related 
costs are recognised in the statement of 
comprehensive income in the period in which they 
become receivable.

Interest income

Interest income is recognised as it accrues using the 
effective interest method. 
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Translation of foreign currencies
��
Foreign currency transactions during the year are 
translated at the foreign exchange rates ruling at the 
transaction dates.  Monetary assets and liabilities 
denominated in foreign currencies are translated at the 
foreign exchange rates ruling at the end of the reporting 
period.  Exchange gains and losses are recognised in 
profit or loss.

Non-monetary assets and liabilities that are measured in 
terms of historical cost in a foreign currency are 
translated using the foreign exchange rates ruling at the 
transaction dates.  Non-monetary assets and liabilities 
denominated in foreign currencies that are stated at fair 
value are translated using the foreign exchange rates 
ruling at the dates the fair values were measured.

The results of foreign operations are translated into 
Renminbi at the exchange rates approximating the 
foreign exchange rates ruling at the dates of 
transactions.  Statement of financial position items are 
translated into Renminbi at the closing foreign 
exchange rates at the end of the reporting period.  The 
resulting exchange differences are recognised in other 
comprehensive income and accumulated separately in 
equity in the exchange reserve.

On disposal of a foreign operation, the cumulative 
amount of the exchange differences relating to that 
foreign operation is reclassified from equity to profit or 
loss when the profit or loss on disposal is recognised.

(t) (t)
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Borrowing costs

General and specific borrowing costs directly 
attributable to the acquisition, construction or 
production of qualifying assets, which are assets that 
necessarily take a substantial period of time to get ready 
for their intended use or sale, are added to the cost of 
those assets, until such time as the assets are 
substantially ready for their intended use or sale.

Investment income earned on the temporary investment 
of specific borrowings pending their expenditure on 
qualifying assets is deducted from the borrowing costs 
eligible for capitalisation.

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

Share capital

Ordinary shares are classified as equity.
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Incremental costs directly attributable to the issue of 
new shares or options are shown in equity as a 
deduction, net of tax, from the proceeds.

Related parties

(a)
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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.
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Segment reporting

Operating segments, and the amounts of each 
segment item reported in the financial statements, are 
identified from the financial information provided 
regularly to the Group’s most senior executive 
management for the purposes of allocating resources 
to, and assessing the performance of, the Group’s 
various lines of business and geographical locations.

Individually material operating segments are not 
aggregated for financial reporting purposes unless the 
segments have similar economic characteristics and 
are similar in respect of the nature of products and 
services, the nature of production processes, the type 
or class of customers, the methods used to distribute 
the products or provide the services, and the nature of 
the regulatory environment,  Operating segments 
which are not individually material may be 
aggregated if they share a majority of these criteria.

The Group operates in a single segment and no 
segmental analysis is presented. 
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(a)

(b)

3. ACCOUNTING JUDGEMENTS AND ESTIMATES

Critical accounting judgements in applying the 
Group’s accounting policies

In the application of the Group’s accounting policies, 
which are described in note 2, the directors of the 
Company are required to make judgments, estimates 
and assumption about the carrying amounts of assets 
and liabilities that are not readily apparent from other 
sources.  The estimates and associated assumptions 
are based on historical experience and other factors 
that are considered to be relevant.  Actual results may 
differ from these estimates.

The estimates and underlying assumptions are 
reviewed on an 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.

Sources of estimation uncertainty

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.
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Useful lives of property, plant and equipment

The Group’s management determines the estimated 
useful lives for its property, plant and equipment.  These 
estimates are based on the historical experience of the 
actual useful lives of property, plant and equipment of 
similar nature and function.  They could change 
significantly as a result of technical innovations and 
competitor actions in response to severe industry cycles.  
Depreciation charges will be reassessed where useful live 
are different from the previous estimations, or they will 
write-off or write-down obsolete assets that have been 
abandoned or sold.

Impairment of receivables

The Group’s management determines the provisions for 
impairments of trade and other receivables.  Such 
estimates are based on the collectability of trade and other 
receivables.  Provisions for impairment are applied to 
trade and other receivables where events or changes in 
circumstances indicate that the balances may not be 
collectible.  The identification of doubtful debts requires 
the use of judgments and estimates.  Where the 
expectation is different from the original estimate, such 
difference will impact the carrying amount of receivables 
and doubtful debt expense in the period in which such 
estimate is changed.

Impairment of investments in subsidiaries

The Group follows the guidance of HKAS 36 to 
determine when investments in subsidiaries are impaired.  
This determination requires significant judgments.  In 
making these judgments, the Group evaluates, among 
other factors, the duration and extent to which the fair 
values of investments are less than cost; and the financial 
health and near-term business outlook of an investee, 
including factors such as industry and sector 
performance, changes in technology and operational and 
financing cash flow.

Provision for legal claims

The Group reviews the status of all open legal claims at 
the end of the reporting period and ascertains the 
probability and amount of compensation payable for each 
legal claim to determine the provision for legal claims.  
However, the actual results of each legal claim may be 
different from the estimation and profit or loss could be 
affected by differences in this estimation.
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Net realisable value of work-in-progress

The Group’s management determines the net realisable 
value of work-in-progress.  The determination requires 
judgments of the accomplishment of certain stages of 
milestones during the process of new drugs development.
Where the actual outcomes or expectations in future are 
different from the original estimates, such differences 
will impact the carrying value of work-in-progress and 
provisions for charges/write-backs in the period such 
estimates change.

Impairment of property, plant and equipment

Property, plant and equipment is reviewed for 
impairment whenever events or changes in 
circumstances indicate that the carrying amount may 
not be recoverable.  The recoverable amounts are 
determined based on fair values less costs to sell 
calculations or market valuations.  These calculations 
require the use of judgments and estimates.

Management judgments are required in the area of 
asset impairment particularly in assessing (i) whether 
an event has occurred that may indicate that the 
related asset may not be recoverable; (ii) whether the 
carrying value of an asset can be supported by the 
recoverable amount, being the higher of fair value less 
costs to sell or net present value of future cash flows 
which are estimated based upon the continued use of 
the asset in the business; and (iii) the appropriate key 
assumptions to be applied in preparing cash flow 
projections including whether these cash flow 
projections are discounted using an appropriate rate.  
Changing the assumptions in the cash flow 
projections could affect the net present values used in 
the impairment tests and as a result affect the Group’s 
financial position and results of operations.

Income taxes

The Group is principally subject to income taxes in 
the PRC.  The determination of the provision for 
income taxes involves significant judgments as there 
are many transactions and calculations for which the 
ultimate tax determination is uncertain during the 
ordinary course of business.  Where the final tax 
outcome of these matters is different from the amount 
that were initially recorded, such difference will 
impact the current income tax provision and deferred 
income tax assets and liabilities in the period in which 
such determination is made.
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Recognition of deferred income tax assets depends on 
management’s expectation of future taxable profits that 
will be available against which the deferred income tax 
assets can be utilised.  The outcome of their actual 
utilisation may be different.

Operating segments are reported in a manner consistent 
with the internal reporting provided to the chief operating
decision-maker.  The Group provides pharmaceutical 
development and product commercialisation services.  
These services are subject to similar business risks, and 
resources are allocated based on what is beneficial to the 
Group in enhancing the value as a whole rather than on 
any specific unit.  The Group’s chief operating 
decision-maker considers that the performance 
assessment of the Group should be based on the 
profit/(loss) before taxation of the Group as a whole.  
Therefore, management considers there to be only one 
operating segment under the requirements of HKFRS 8.

Breakdown of revenue from services is as follows:

Other medical services included registration, application 
and testing services.

The Group primarily operates in the PRC and its 
revenues are all derived in the PRC for both years.

Revenues from customers of the corresponding years contributing
over 10% of total sales of the Group are as follows:
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2016 2015

�>�-�C�C�N �>�-�C�õ�N

RMB’000 RMB’000


§�÷�<
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§�÷�<
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Contracted clinical research services (VPS)
Post marketing research and academic 
  promotion services�
 PMS��
Other medical services
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12,275
5,420

2,802
20,497

2016 2015

�>�-�C�C�N �>�-�C�õ�N

RMB’000 RMB’000
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Customer A (1) ���
������ 4,926,Ë3 �̀! �	���


�	���
The above customer received post marketing research and 
   academic promotion services�
 PMS�� .
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l�Æ5. OTHER INCOME

Compensation income
Government grants�
 note��
Interest income
Overprovision of litigation claims in prior year
Overprovision of staff costs in prior year
Overprovision of other expenses in prior year
Reversal of impairment losses on other receivables
Other
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28
668

7
346
332
367
89
39

1,876

2016 2015

�>�-�C�C�N �>�-�C�õ�N

RMB’000 RMB’000
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Note:

The above government grants during the years ended 31 
December 2016 and 2015 represented unconditional cash 
awards granted by government authorities. 
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6. PROFIT/(LOSS) BEFORE TAXATION

Profit/(loss) before taxation is arrived at after charging:

(a) Finance costs

     Interest on:

     Bank borrowings wholly repayable within 

 one year

     Convertible bonds

     Total interest expense on financial liabilities 

        not at fair value through profit or loss
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75

725

800

132

685

817

2016 201��

�>�-�C�C �N �>�-�C�õ�N

RMB’000 RMB’000
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(b) Staff costs (including directors’ emoluments)

     Salaries, bonuses and awards

     Contributions to defined contribution retirement 

         plans

     Share-based payments

     Other benefits
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7,110

1,187

1,424

106

9,827

6,484

851

1,341

-

8,676
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(c) Other items

    Auditors’ remuneration

    Litigation claims

    Depreciation

    Operating lease charges in respect of rented premises 

�	�D�
����
ð!Ê�"

�‚!B!)���Á

 �́v�÷�¨

�|�É

�?� �̈þ"
�¥�Â"'�? /�÷� �̈�

424

296

1,032

24

490

1,722

1,207

179
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(a) Taxation in the consolidated statement of profit or

      loss and other comprehensive income represents:

No provision for Hong Kong profits tax has been made as 

the Group had no assessable profits generated in Hong 

Kong for the year ended 31 December 2016 (2015: Nil).

The provision for PRC Enterprise Income Tax has been 

calculated on the estimated assessable profits for the year 

according to the relevant laws and regulations. The 

applicable income tax rate ranges from 15% to 25% as at 

31 December 2016 (2015: 15% to 25%). 

Current tax – PRC Enterprise Income Tax

Provision for the year 

Overprovision in prior year
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(42)
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111

-
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(b) Reconciliation between tax expense and accounting 
      profit/(loss) at applicable tax rates:

�	�C�
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Profit/(loss) before taxation

Notional tax charge/(credit) on profit/(loss) before 

   taxation calculated at the applicable tax rate of 25%

Tax effect of unused tax losses not recognised

Tax effect of utilisation of tax losses not recognised

Tax effect of deferred tax not recognised

Overprovided in prior year
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 2,085

522

 4,318

 -

(4,840)

(42)

(42)

(3,376)

(844)

2,696

(1,290)

(451)

 -

 111

2016 2015
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8. DIRECTORS’ EMOLUMENTS �������ì
Y���Á
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(Appointed on 31 March 2015)
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(Appointed on 17 February 2015)
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(Resigned on 21 January 2015)
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Directors’ fees

2016 2015

RMB’000 RMB’000

Salaries, allowances and 
benefits in kind

2016 2015

RMB’000 RMB’000

Share based payments

2016 2015

RMB’000 RMB’000

Total

2016 2015

RMB’000 RMB’000

Executive directors

Mr. William Xia GUO

Dr. Maria Xue Mei SONG

Non-executive directors

Independent non-executive directors

Dr. Shou Yuan WU

Dr. Bing Hui NI 

�B�[$ �̈�

Mr. Mark Gavin Lotter 

�.�S�����.�B�S�L���(�B�W�J�O���-�P�U�U�F�S

Mr. Paul CONTOMICH-ALOS
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-

-

-

-

-

-

1,458

-

91

-

-

-

-

-

-

91

-

85

-

-

-

-

-

-

85

643

35

15

-

7

7

7

-

714

546

30

-

6

6

6

6

-

600

1,773

454

15

-

57

7

7

-

2,313

1,676

398

-

6

56

6

6

-

2,148
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2016 2015

RMB’000 RMB’000

Contributions to 
defined contribution 

retirement plans

Directors’ emoluments disclosed pursuant to Section 383(1) of the Hong 

Kong Companies Ordinance and Part 2 of the Companies (Disclosure of 

Information About Benefits of Directors) Regulation are as follows:
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Dr. Nathan Xin ZHANG

(Resigned on 18 May 2016)

Mr. Michael Su

(Appointed on 18 May 2016)

There were no arrangements under which a director 

waived or agreed to waive any emoluments in respect of 

the year ended 31 December 2016 (2015: Nil). During 

the years ended 31 December 2015 and 2016, no 

emoluments were paid by the Group to the directors of 

the Company as an inducement to join or upon joining 

the Group, or as compensation for loss of office.
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Of the five (2015: five) individuals with the highest 
emoluments, two (2015: two) are directors whose 
emoluments are disclosed in note 8.  The aggregate of the 
emoluments in respect of the remaining three (2015: three) 
individual are as follows:

The emoluments of each of the individuals with the highest 
emoluments are within the band of RMB$ nil to 
RMB$1,000,000 in both years.

9. INDIVIDUALS WITH HIGHEST EMOLUMENTS �����K�Ú���Á�¦
V

Salaries and allowances

Contributions to defined contribution retirement plan 

Share based payments – Note 28

582

73

24

679

418

68

15

501

� �̂Á�#��
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�|� �̈w�N��	{��

�[�"�z;*���’�­�±	{��� �̧ÿ����

2016 2015

�>�-�C�C�N �>�-�C�õ�N

RMB’000 RMB’000
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(a)(a)
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��10. EARNINGS/(LOSS) PER SHARE

Basic earnings/(loss) per share

Basic earnings/(loss) per share is calculated by 
dividing the profit attributable to ordinary equity 
shareholders of the Company of RMB2,127,000 
(2015: loss of  RMB3,353,000 and the weighted 
average of 915,484,000 ordinary shares (2015: 
915,272,000 shares) in issue during the year, 
calculated as follows:

1. Weighted average number of ordinary shares
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Issued ordinary shares at 1 January

Effect of convertible notes converted

Issued ordinary shares at 31 December

915,272

212

915,484

915,272

-

915,272

�Ä�B���B�°�­�X�é�›�ô�Y�"

)�3d	V3d�"�Ð�Ì�­�•!É

�Ä
E�=���Ø
E�B�°�­�ô�Y�"�­�F ô�Ü	(�"!B

2016 2015

�>�-�C�C�N �>�-�C�õ�N

RMB’000 RMB’000


§�÷�<
%�î 
§�÷�<
%�î

����



���«
•�ê����
NOTES TO THE FINANCIAL STATEMENTS

���������þ"
�a�x�\�#!��>11. PROPERTY, PLANT AND EQUIPMENT
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5,672

5,637

11

5,648

7

5,655

17

24
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�¦
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18,926

13,213

1,138

14,351

966

15,317

3,609

4,575

���{
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645

383

58

441

59

500

145

204

�†�w

�¦
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25,243

19,233

1,207

20,440

1,032

21,472

3,771

4,803

Leasehold
improvements

RMB’000

Machinery and 
equipment

RMB’000

Motor
vehicles

RMB’000

Total

RMB’000

Cost:

At 1 January 2015, 

   31 December 2015,

1 January 2016 and

      31 December 2016

Accumulated depreciation

At 1 January 2015

Charge for the year

At 31 December 2015 

   and 1 January 2016

Charge for the year

At 31 December 2016

Net book value:

At 31 December 2016

At 31 December 2015

Diluted earnings / ( loss)  per share

No adjustment has been made to the basic earnings/(loss) 
per share amounts presented for the years ended 31 
December 2016 and 2015 in respect of a dilution as the 
convertible notes and outstanding share options set out in 
note 22 and note 28, respectively, had an anti-dilutive 
effect on the basic earnings/(loss) per share amounts 
presented.
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���������•"��/!?12. NEW DRUG TECHNOLOGIES
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Cost:
At 1 January 2015, 31 December 2015, 
     1 January 2016 and 31 December 2016

Accumulated amortisation and impairment
At 1 January 2015, 31 December 2015, 
1 January 2016 and 31 December 2016

Net book value:

At 31 December 2016
At 31 December 2015

Total
"º�w

RMB’000

�¦
ö�D ’000

16,681

16,681

-
-

The new drug technologies included above have finite 
useful lives over which the assets are amortised.  The 
amortisation period for development costs incurred on the 
Group’s new drug technologies is five years.

No amortisation charges are included in administrative 
expenses in the consolidated statement of profit or loss 
during the year (2015: Nil).

The following list contains only the particulars of 
subsidiaries which principally affected the results, assets 
or liabilities of the Group.  The class of shares held is 
ordinary unless otherwise stated.
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13. INVESTMENTS IN SUBSIDIARIES ���������¸!>��
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Name of subsidiary

Place of
incorporation
 and business

Particulars of 
issued and paid 
up capital 

Held by
the

company
Principal
Activities

Venturepharm

Laboratories (BVI) 

Limited (“VP(BVI)”)

Venovo Pharma 

US Inc (“VP(US)”)

VPSCRO Group

 Inc. (“VPSCRO”)
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The following table lists out the information relating to�A
�Ï�A�~!‹�†"�"��Ä�ý�µ�K��
³ ,the only subsidiary of 
the Group which has a material non-controlling interest 
(NCI).  The summarized financial information presented 
below represents the amounts before any inter-company 
eliminations.

NCI percentage

Current assets
Non-current assets
Current liabilities
Net liabilities
Carrying amount of NCI

Revenue
Profit/(loss) for the year
Total comprehensive income/(loss)
Profit/(loss) allocated to NCI

Cash flows used in operating activities
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Cost
Less: Provisions for impairments
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��>��Ö�T�>�­�I�Í�Â�/��The movements in the provisions for impairments of 
work-in-progress are as follows:

At 1 January 2015
Provision for impairment for 2015

At 31 December 2015, 
   1 January 2016 and 
   31 December 2016
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The impairments for contracted work-in-progress were due 
to the total contract cost exceeding the total contract values 
while the impairments for non-contracted work-in-progress 
were due to the suspension of non-contracted 
Pharmaceutical Development Service (PDS) projects.
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Ageing analysis

The Group grants credit periods normally ranging from 15 
days to 30 days to its customers (2015: ranging from 15 
days to 30 days). The bills receivable as at 31 December 
2015 were non-interest bearing bank acceptance bills and 
are aged within 6 months.  The Group seeks to maintain 
strict control over its outstanding receivables and overdue 
balances are reviewed regularly by management.

As of the end of the reporting period, the ageing analysis of 
trade receivables, based on the invoice dates and net of 
allowances for doubtful debts, is as follows:

Impairment of trade receivables

Impairment losses in respect of trade receivables are 
recorded using an allowance account unless the Group is 
satisfied that recovery of the amounts are remote, in which 
case the impairment losses are written off against trade 
receivables directly (see note 2(i)(i)).

At 31 December 2016 and 2015, no balances in the trade 
receivables of the Group were individually determined to 
be impaired.
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Trade receivables that are not impaired

Receivables that were neither past due nor impaired relate 
to a wide range of customers for whom there were no 
recent histories of default.

Trade deposits paid represented guarantee deposits paid 
to customers in connection with service agreements 
signed for the provision of post marketing research and 
academic promotion services. 

Impairment of other receivables

Impairment losses in respect of other receivables are 
recorded using an allowance account unless the Group is 
satisfied that recovery of the amounts are remote, in 
which case the impairment losses are written off against 
trade receivables directly (see note 2(i)(i)).

At 31 December 2016 and 2015, no balance in the other 
receivables of the Group were individually determined to 
be impaired.

Amounts due from directors

The amounts due from directors, disclosed pursuant to 
section 383(1)(d) to the Hong Kong Companies 
Ordinance, are as follows:
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Prepayments
Deposits
Other receivables
Amounts due from directors

At 31 December
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The amounts due from directors are non-trade related, 
unsecured, interest-free and repayable on demand.
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Maximum amount 
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Cash at bank and on hand of the Group comprise bank balances 
that are interest-bearing at prevailing market rates.
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î�¤!À�Á�­�Ú"x��(b)Reconciliation of profit/(loss) before taxation to cash 
    generate from operations:

Profit/(loss) before taxation

Adjustments for:

Depreciation

Interest expenses

Interest income

Impairment losses on work-in-progress

Loss on revaluation of derivative financial liabilities

Share-based payment expenses

Exchange losses on derivative financial liabilities

Reversal of impairment losses on other receivables

Operating cash flows before changes in working capital

Decrease/(increase) in work-in-progress

Decrease/(increase) in trade and bills receivable

Increase in trade deposits paid

Increase in prepayments and other receivables

Increase in other payables and accruals

Decrease in receipts in advance

Cash (used in)/generated from operations
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ð"#�±	{�#"#�w�÷�¨19. TRADE PAYABLES, OTHER PAYABLES AND 
     ACCRUED CHARGES

Trade payables
Other payables
Accrued expenses
Amounts due to related parties 
Litigation claims payable 
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Amounts due to related parties are unsecured, non-interest 
bearing and without fixed repayment terms.

Several subsidiaries of the Company are defendants in 
various lawsuits and claims arising out of the normal 
course of the Group’s business. The amount represents the 
outstanding claims payable to plaintiffs according to the 
respective court judgments.

Ageing analysis

As of the end of the reporting period, the ageing 
analysis of trade payables, based on the invoice dates, 
is as follows:
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Included in the receipts in advance is an amount of RMB300,000 
(2015: RMB6,145,000)   representing suspended projects which 
are pending mutual agreement between the Group and the 
customers on final settlement in respect of the deposits received. 

The loans from related companies are unsecured, non-interest 
bearing and specifically provided to finance the daily operations 
of the Group.  The loans are repayable on 30 June 2018 but 
contain repayment on demand clauses and, therefore, are 
classified as current liabilities.  The loans are not expected to be 
settled within one year.

On 24 December 2014, the Company issued unlisted convertible 
notes with a face value of US$1,000,000 and a maturity date of 24 
December 2016.  The notes were unsecured and bear no interest.  
The noteholder had the right to convert the notes into ordinary 
shares at any time up to maturity at a conversion price of HK$0.10 
each, subject to anti-dilutive adjustments, or redeem them at 100% 
of the nominal value of the convertible notes upon maturity.  The 
Company could, at any time prior to the maturity date, repay the 
outstanding principal of the notes.

��������"A
l	{20. RECEIPTS IN ADVANCE

�������, ��Z�¹	{21. LOANS FROM RELATED COMPANIES

22. CONVERTIBLE NOTES AND DERIVATIVE 
      FINANCIAL LIABILITIES
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Receipts in advance
At 1 January
Cash receipts for the year
Reclassification to amounts due to related parties – Note 21
Revenue recognised for the year

At 31 December
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All of the other payables are expected to be settled or 
recognised as income within one year or are repayable on 
demand.
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The convertible notes contained two components, namely, the host 
liability component and a compound derivative component 
consisting of the conversion option and the redemption option. The 
convertible notes are denominated in USD, which is a currency other 
than the Company’s functional currency.  The conversion and 
redemption options in the convertible notes did not call for an 
exchange at a fixed number of the Company’s own equity 
instruments for a fixed amount of cash, denominated in USD.  
Accordingly, the options were accounted for separately as a 
derivative liability, which is not closely related to the host debt 
component.  The fair values of the debt component and the 
derivative component were determined at the date of issue.  
Subsequent to initial recognition, the debt component was carried at 
amortised cost while the derivative component was measured at fair 
value, with changes in fair value being recognised in profit or loss.

The effective interest rate of the liability component on initial 
recognition is 12.822% per annum.

The convertible notes were converted to 77,500,000 ordinary shares 
at HK$0.10 each during the year ended 31 December 2016.
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Movement in the convertible notes
   – liability component:
At 1 January 2015
Interest charged
Exchange realignment

At 31 December 2015 and 1 January 2016
Interest charged
Conversion during the year

At 31 December 2016

Movement in the convertible notes 
   – derivative component:
At 1 January 2015
Fair value changes
Exchange realignment

At 31 December 2015 and 1 January 2016
Conversion during the year

At 31 December 2016

�Ä�=
,�B�ô�M
E�=���Ø
E�B�°	V3d�""l�Š��
3�ý	��î�s�­
���Ü�´�.
P�¨�=!Ê��
T�w
Ø���¨�Ä����
T�­�ö�1!B�Ì�Â�/��

��������

The fair value of the derivative component of the convertible notes as 
at 31 December 2015 was calculated using the Binominal Lattice 
model with the major input used in the model as follow:

Stock price

Expected volatility

Risk-free rate

HK$0.249

127.66%

US:0.644%
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Any changes in the major input into the model would have 
resulted in changes in the fair value of the derivative 
component. The change in the fair value of the derivative 
component during the year ended 31 December 2015 
resulted in a fair value loss of RMB 2,731,000 which was 
included in the “Loss on revaluation of derivative financial 
instruments” in the consolidated statement of profit or loss 
and other comprehensive income for the year ended 31 
December 2015.

The loan as at 31 December 2016 was unsecured, interest 
bearing at the Loan Prime Rate of Beijing Bank plus 92 
points and was guaranteed by a director of the Company, 
Dr. Song Xue Mei, Maria.  The interest rate during the year 
was 5.22% per annum. The loan is repayable on 2 
December 2017 but may be renewed upon maturity.

The bank loan as at 31 December 2015 was unsecured, 
interest bearing at a variable rate based on the People’s 
Bank of China rate and was guaranteed by a director of the 
Company, Dr. Song Xue Mei, Maria. The interest rate during
the year was ranged from 5.22% to 7.2% per annum.  The 
loan was repaid on 24 November 2016.

(a)  Current taxation in the consolidated statement of 
       financial position represents:
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24. INCOME TAXES PAYABLE 24. "#�±!À�ù@ø!Ê��
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(b) Deferred tax assets not recognised
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In accordance with the accounting policy set out in note 
2(q), the Group has not recognised deferred tax assets in 
respect of cumulative tax losses and deferred income of 
RMB22,942,000 (2015: RMB20,887,000) and RMB1,214,000
(2015: RMB6,054,000), respectively, as it is not assured 
future taxable profits against which the losses can be 
utilised will be available in the relevant tax jurisdiction and 
entity.  The tax losses do not expire under current tax 
legislation.  The tax losses will expire within five years 
from the end of the respective reporting period.

The convertible notes as referred to in note 22 above were 
converted to 77,500,000 ordinary shares at HK$0.10 each 
during the year ended 31 December 2016.

25. SHARE CAPITAL

(a) Issued share capital

(b) Conversion of convertible notes
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Statutory reserve and statutory enterprise expansion fund

Pursuant to the PRC regulations and the Company’s 
Articles of Association and board resolutions of the 
Company, the Company is required to transfer 10% of 
its net profit, as determined under PRC accounting 
regulations, to a statutory reserve until the fund 
aggregates 50% of the Company’s registered capital.  
The transfers to this reserve must be made before 
distribution of dividends to shareholders.  The statutory
reserve shall only be used to make good previous year 
losses, to expand the Company production operations 
or to increase the capital of the Company.  Upon approval
by a resolution at a shareholder’s general meeting, the 
Company may transform its statutory reserve into 
share capital and issue bonus shares to existing 
shareholders in proportion to their original shareholdings
or to increase the nominal value of each share 
currently held by them, provided that the balance of 
the reserve fund after such issue is not less than 25% of 
the registered capital.  Moreover, the subsidiaries of 
the Company established in the PRC are required to 
transfer 5% or 10% of their profit after taxation, as 
determined under the PRC accounting regulations, to 
the enterprise expansion fund.

Special reserve

The special reserve represents the differences between 
the nominal value of the shares of VP (BVI) (a holding 
company of the other members of the Group prior to 
the Group Reorganisation) and the nominal value of 
the Company’s shares issued pursuant to the Group 
Reorganisation.

Capital reserve

The capital reserve represents the additional 
contributions made by the shareholders of the 
Company and the additional contributions made by the 
minority shareholder of the subsidiary of the Company 
prior to the listing of the Company’s shares on The 
Growth Enterprise Market of The Stock Exchange of 
Hong Kong Limited. It also included the premium of 
the issued share capital of the Company.

Contributed surplus

The contributed surplus represents the difference 
between the net assets of the subsidiaries and the 
nominal amount of the Company’s shares issued in 
exchange thereof pursuant to the Group Reorganisation.

(c) Nature and purpose of reserves
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The Company’s reserves available for distribution to its 
shareholders comprise the capital reserve and contributed 
surplus.  In accordance with the Company’s Articles of 
Association, dividends shall be payable out of profits or 
other reserves, including the share premium account, of the 
Company.  Under the Companies Law (2002 Revision) of 
the Cayman Islands, the Company must be able to pay its 
debts as they fall due in the ordinary course of business 
immediately following the distribution of any dividends.

At the end of the reporting period, the total future 
minimum lease payments under non-cancellable operating 
leases are payable as follows:

Operating lease payments represent rentals payable by the 
Group in respect of machinery and land and buildings.  
The leases typically run for an initial period of one year, 
with an option to renew when all terms are renegotiated.  
Lease payments are usually increased every year to reflect 
market rentals.  None of the leases includes any contingent 
rentals.

Pursuant to the relevant labour rules and regulations in the 
PRC, the Group’s subsidiaries in the PRC participate in 
defined contribution retirement schemes (the “Schemes”) 
organised by the relevant local authorities whereby the 
PRC subsidiaries are required to make contributions to the 
Schemes at rates which range from 0.3% to 20% (2015: 
0.3% to 20%) of the eligible employees’ salaries during the 
year.  The relevant local government authorities are 
responsible for the entire pension obligations payable to 
retired employees.

The Company has a share option scheme which was 
adopted on 20 June 2003 whereby the directors of the 
Company are authorized, at their discretion, to invite 
employees of the Group, including directors of any 
company in the Group, to take up options at predetermined 
considerations to subscribe for shares of the Company.

26. OPERATING LEASES 
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27. RETIREMENT BENEFIT SCHEMES
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(a) The terms and conditions of the grants given are as follows:

2016:

10/8/2006

10/5/2007

7 /4/2009

30/6/2015

�Ö�D36�6

�Ö�D62.5�6

�Ö�D43.5�6

�Ö�D45�6

10 August 2006

10 May 2007

7 April 2009

30 June 2015

HK$0.36

HK$0.625

HK$0.435

HK$0.45

At 1

January

2016

�Ä�=
,�B
B

�M�B���B�°

Granted

 during 

2016

�Ä�'�M��


q��

Lapsed

 during 

the year

�Ä�'�M��
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At 31
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E�=���Ø
E�B�°

Grant date


q ô�°�ù

Exercise

price

�›
P�•

928,800

1,950,100

4,330,800

20,670,000

27,879,700

-

-

-

-

-

-

-

-

-

-

(928,800)

-

(412,000)

(3,370,000)

(4,710,800)

-

1,950,100

3,918,800

17,300,000

23,168,900

(iii)

(iv)

(v)

(vi)

Note
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2/3/2005

14/12/2005

10/8/2006

10/5/2007

7 /4/2009

30/6/2015

�Ö�D�����6

�Ö�D�����6

�Ö�D�����6

�Ö�D���������6

�Ö�D���������6

�Ö�D�����6

2 March 2005

14 December 2005

10 August 2006

10 May 2007

7 April 2009

30 June 2015

HK$0.52

HK$0.45

HK$0.36

HK$0.625

HK$0.435

HK$0.45
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January
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(2,038,400)

-

-

928,800

1,950,100

4,330,800

20,670,000
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(i) These options were exercisable within the period 
commencing from 2 March 2005 to 1 March 2015.  The 
options were valid and effective until 1 March 2015.

These options were exercisable within the period 
commencing from 14 December 2005 to 13 December 
2015.  The options were valid and effective until 13 
December 2015.

These options were exercisable within the period 
commencing from 10 August 2006 to 9 August 2016.  
The options were valid and effective until 9 August 2016.

These options are exercisable within the period 
commencing from 10 May 2007 to 9 May 2017.  The 
options are valid and effective until 9 May 2017.

These options are exercisable within the period 
commencing from 7 April 2009 to 6 April 2019.  The 
options are valid and effective until 6 April 2019.

These options are exercisable in three trench with the 
maximum percentage of options exercisable with the 
periods commencing from 30 June 2016 to 29 June 2017, 
30 June 2017 to 29 June 2018 and on 30 June 2018 being 
40%, 70% and 100%, respectively. The options are valid 
and effective until June 2026.

(ii)

(iii)
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,�B�ô�M
�Ø���B�°�ù�‡ þ�(�'��
³�"�z�b���(�" ô�ž�Ä�=
,
�B�ô�M�Ø���B�°
>�r�b

���©�(�" ô	V�Ä�=
,
,�ô�M
E�=��
E
¹�°�À�=
,�B
�ô�M
E�=��
E�Ø�°�ù�‡ þ�(�'��
³�"�z�b���(�" ô
�ž�Ä�=
,�B�ô�M
E�=��
E�Ø�°
>�r�b

���©�(�" ô	V�Ä�=
,
,
B�M�Ö��
E�°�À�=
,�B
B�M
�Ö���ô�°�ù�‡ þ�(�'��
³�"�z�b���(�" ô�ž�Ä�=
,
�B
B�M�Ö���ô�°
>�r�b

���©�(�" ô	V�Ä�=
,
,�þ�M�ô��
E�°�À�=
,�B�þ�M
�ô���ô�°�ù�‡ þ�(�'��
³�"�z�b���(�" ô�ž�Ä�=
,
�B�þ�M�ô���ô�°
>�r�b

���©�(�" ô	V�Ä�=
,
,�ô�M
¹���þ�°�À�=
,�B�ô�M

¹��
B�°�ù�‡ þ�(�'��
³�"�z�b���(�" ô�ž�Ä�=
,
�B�ô�M
¹��
B�°
>�r�b

���©�(�" ô	V�s�Ø�ù�›
P���'�=
,�B
B�M
B���Ø
E
�°�À�=
,�B�þ�M
B���=
E�ô�°�a�=
,�B�þ�M
B���Ø

E�°�À�=
,�B�Ö�M
B���=
E�ô�°�#�=
,�B�Ö�M
B��
�Ø
E�°�[�å���s)•�[�������a�������#���������­	V�Ä�›
P�(
�" ô�ä�s�1
��K þ�(�'��
³�"�z�b���(�" ô�ž�Ä�=

,�=
B�M
B���=
E�ô�°
>�r�b

(iv)

(v)

(vi)

(b)The number and weighted average exercise prices of share 
     options are as follows:

(i)

(ii)

(iii)

(iv)

(v)

(vi)
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The options outstanding at 31 December 2016 had a 
weighted average remaining contractual life of 1.53 years 
(2015: 4.35 years).

Fair value of share options and assumptions

The fair value of services received in return for share 
options granted is measured by reference to the fair value 
of share options granted.  The estimate of the fair value of the
share options granted is measured based on a Binomial 
Lattice model.  The contractual lives of the share options 
are used as an input and expectations of early exercise are 
incorporated into the Binomial Lattice model.

The expected volatility is based on the historic volatility 
(calculated based on the weighted average remaining 
lives of the share options) and adjusted for any expected 
changes to historical dividends. Changes in the subjective 
input assumption could materially affect the fair value 
estimates.

Share options were granted under service conditions 
which have not been taken into account in the grant date 
fair value measurement of the services received.  There 
were no market conditions associated with the share 
option grants.
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Fair value at measurement date
Share price
Exercise price
Expected volatility (expressed as 
   weighted average volatility used 
   in the modeling under Binomial 
   Lattice model)
Option life (expressed as weighted 
   average life used in the modeling 
   under Binomial Lattice model)
Expected dividends
Risk-free interest rate (based on 
   Exchange Fund Notes)

HK$0.209 - HK$0.2881
HK$0.43
HK$0.45

89.29%

10 years

0%
1.788%
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MATERIAL RELATED PARTIES TRANSACTIONS

(a) Key management personnel remuneration
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Total remuneration is included in “staff costs” (see note 
6(b)).

(b) Financing arrangements
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The loans from related companies are unsecured, non-interest 
bearing and were specifically provided to finance the daily 
operations of the Group.  The loans are repayable on 30 June 2018 
but contain repayment on demand clauses and, therefore are 
classified as current liabilities.  The loans are not expected to be 
settled within one year.

The outstanding balances with these related companies which are 
included in “Other payables and accruals” (note 19) are unsecured, 
non-interest bearing and have no fixed repayment terms.
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Remuneration for key management personnel of the 
Group wholly related to amounts paid to the Company’s 
directors, as disclosed in note 8, is as follows:
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During the year ended 31 December 2015, the Group signed 
several pharmaceutical research and promotional contracts with 
the above related parties and received deposits amounting to 
RMB6,459,000.  The contracts were terminated during the year 
and the receipts in advance brought forward from 2015 of 
RMB6,459,000 together with further deposit received of 
RMB1,862,000 were reclassified to loans from related parties 
since the related parties agreed to use the deposits paid to provide 
funding to finance the daily operations of the Group.

The related companies are under the common control of Mr. Guo 
Xia, William, a director of the Company.

(d) Other related parties transactions

(i) The Group had the following significant business transactions 
 with a related company during the year ended 31 December 2016:
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(i) The management of the Group is of the opinion that revenue 
from the services to the related company were made on normal 
commercial terms negotiated between the parties.

(ii) The unsecured bank loan to the Group of RMB1,500,000 was 
guaranteed by a director, Dr��Maria Xue Mei Song, of the 
Company.  The details of the guarantee are disclosed in note 23.
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30. CONTINGENT LIABILITIES IN RESPECT OF 
LEGAL CLAIM

As of 31 December 2016, certain of the subsidiaries of the Group 
are defendants in proceedings relating to its customers.  Based on 
respective legal advice and court judgements, management is of 
the opinion that the outcome of such proceedings will not be 
beyond the existing accruals made for such litigation claims as 
disclosed in note 19(b). Accordingly, there will be no significant 
impact to the financial status of the Group.

31.CAPITAL MANAGEMENT

The Group’s primary 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.  The Group’s overall strategy 
remains unchanged from prior years.

The Group actively and regularly reviews and manages its capital 
structure to ensure it is effective and optimises shareholder 
returns, taking into consideration the future capital requirements 
of the Group prevailing and projected capital expenditure and 
projected investment opportunities.

In order to maintain or adjust the capital structure, the Group may 
consider the amount of dividends paid to shareholders, the return 
of capital to shareholders, the issue of new shares or selling assets 
to reduce debt.

The Group assesses the total equity/deficiency presented on the 
face of the consolidated statement of financial position for capital 
management purposes.

32. FINANCIAL RISK MANAGEMENT AND FAIR 
VALUES OF FINANCIAL INSTRUMENTS

Exposure to credit, liquidity, interest rate and currency risks arise 
in the normal course of the Group’s business.  The Group is also 
exposed to equity price risk arising from its own listed share price.

The Group’s exposure to these risks and the financial risk 
management policies and practices used to manage these risks are 
described below.

(a) Credit risk
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The Group’s credit risk is primarily attributable to trade and 
other receivables and cash at bank.  Management has a credit 
policy in place and the exposure to these credit risks are 
monitored on an ongoing basis. 
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In respect of trade and other receivables, the Group has 
policies in place to ensure  credit is granted to customers 
with appropriate credit histories and good reputations 
through evaluations on customer past histories of making 
payments when due and have the ability to pay, and take 
into account information specific to the customers as well 
as pertaining to the economic environment in which they 
operate. Trade receivables are due within 30 days (2015: 30 
days) from the date of billing.   Normally, the Group does 
not obtain collateral from customers.

The Group’s concentration of credit risk on trade 
receivables by geographical locations is mainly in the PRC 
which accounted for 94.0% (2015: 97.7%) of the total trade 
receivables balance at 31 December 2016. The group also 
has a concentration of credit risk on its two largest 
customers (2015: three largest customers) which represent 
94.0% (2015: 97.7%) of the total trade receivables balance 
and of which the largest customer represents 75% (2015: 
72.9%) of the total trade receivables balance. For both years, 
the two largest customers (2015: three largest customers), 
which are engaged in medical related businesses in the PRC, 
have good repayment histories and credit quality with 
reference to the track records of these customers under 
internal assessment by the Group.

The credit risk on cash at bank is limited because the 
counterparties are authorised financial institutions with 
sound credit ratings.

The maximum exposure to credit risk, without taking 
account of any collateral held, is represented by the carrying 
amount of each financial asset in the statement of financial 
position after deducting any impairment allowances.

Further quantitative disclosures in respect of the Group’s 
exposure to credit risk arising from trade and other 
receivables are set out in notes 15 and 17.

Liquidity risk

Individual operating entities within the Group are 
responsible for their own cash management, including the 
short term investment of cash surpluses and the raising of 
loans to cover expected cash demands, subject to approval 
by the parent company’s board when the borrowings exceed 
certain predetermained levels of authority.  The Group’s 
policy is to regularly monitor its liquidity requirements and 
compliance with lending covenants, to ensure that it 
maintains sufficient reserves of cash and readily realisable 
marketable securities and adequate committed lines of 
funding from major financial institutions to meet its 
liquidity requirements in the short and longer term.
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The following tables detail the remaining contractual 
maturities at the end of the reporting period of the 
Group’s non-derivative financial liabilities and 
derivative financial liabilities, which are based on 
contractual undiscounted cash flows (including interest 
payments computed using contractual rates or, if 
floating, based on rates current at the end of the 
reporting period) and the earliest date the Group and the 
Company are required to pay:
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Non-derivative financial liabilities:

Payables and accrued charges

Loans from related parties

Bank borrowings

Non-derivative financial liabilities:

Payables and accrued charges

Convertible notes

Bank borrowings

Derivative financial liabilities:

Derivative financial liabilities 
  embedded in convertible notes
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23,311

8,321

1,570

33,202

22,550

6,520

1,570

30,640

4,447

-

-
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-

-

-

-

-
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8,321

1,570
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6,520

1,570
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4,447

23,311

8,321
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33,132

22,550
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Interest rate risk

The Group’s interest rate risk arises primarily from bank 
deposits and bank borrowings.  The bank deposits and 
borrowings bear interest at variable rates and expose the 
Group to cash flow interest rate risk and fair value interest rate 
risk, respectively.  The Group’s interest rate profile is 
monitored by management.

Sensitivity analysis

It is estimated that a general increase/decrease of 100 basis 
points in the interest rates of variable rate borrowings and 
bank savings prevailing at the reporting date, with all other 
variables held constant, would decrease/increase the Group’s 
profit after tax and increase/decrease accumulated loss by 
approximately RMB71,000 for the year ended 31 December 
2016 (2015: increase/decrease the Group’s loss after tax and 
accumulated losses by approximately RMB53,000).

The sensitivity analysis above has been determined assuming 
that changes in interest rates occurred at the end of the 
reporting period and had been applied to the exposure to 
interest rate risk for financial instruments in existence at that 
date.  The 100 basis point increase or decrease represents 
management’s assessment of a reasonably possible change in 
interest rates over the period until the next annual end of 
reporting period.  The analysis is performed on the same basis 
for 2015.

Equity price risk 

The Group is exposed to equity price risk arising from 
changes in the Company’s own share price to the extent that 
the Company’s own equity instruments underlie the fair 
values of derivatives or other financial liabilities of the Group.  
As at 31 December 2015, the Group was exposed to this risk 
through the convertible notes issued by the Company as 
disclosed in note 22.  The convertible notes were converted to 
ordinary shares as at 31 December 2016 and the Company is 
no longer exposed to equity price risk as the end of the 
reporting period.

At 31 December 2015, it is estimated that an 
increase/decrease of 10% in the relevant stock market index 
(for listed investments), the price/earnings ratios of 
comparable listed companies (for unquoted investments) or 
the Company’s own share price (for the derivative 
component of convertible notes) as applicable, with all other 
variables held constant, would have increased/decreased the 
Group’s loss after tax (and accumulated loss) and other 
components of consolidated equity by RMB690,000.

(c) (c)

(d) (d)
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The sensitivity analysis indicates the instantaneous change in 
the Group’s fair value reserve that would arise assuming that 
the changes in the respective quoted share prices occurred at 
the end of the reporting period and had been applied to 
re-measure those financial instruments held by the Group 
which expose the Group to equity price risk at the end of the 
reporting period.  It is also assumed that the fair values of the 
Group’s equity investments would change in accordance 
with the historical correlation with the relevant share price 
that none of the Group’s available-for-sale financial assets 
would be considered impaired as a result of the short term 
fluctuations in the relevant share price, and that all other 
variables remain constant. 

Currency risk

The Group is exposed to currency risk primarily through 
bank accounts that are denominated in a foreign currency, 
i.e. a currency other than the functional currency of the 
operations to which the transactions relate.  The currencies 
giving rise to this risk are primarily Hong Kong Dollars 
(“HKD”) and United States Dollars (“USD”).  The Group 
currently does not hedge its foreign exchange exposures.

Exposure to currency risks

The following table details the Group’s exposure at the end 
of the reporting period to currency risks arising from 
recognised assets or liabilities denominated in a currency 
other than the functional currency of the operations to which 
they relate.

Sensitivity analysis

The following table indicates the approximate changes in the 
Group’s profit/(loss) after tax and accumulated loss in 
response to reasonably possible changes in the foreign 
exchange rates to which the Group has significant exposures 
at the end of the reporting period. Other components of 
equity are not affected by changes in the foreign exchange 
rates.
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Results of the analysis as presented in the above table 
represent an aggregation of the instantaneous effects on the 
profit after taxation and retained earnings of each entity of the 
Group measured in the respective functional currencies, 
translated into USD at the exchange rates ruling at the 
financial year end date for presentation purposes.

The sensitivity analysis assumes that the change in foreign 
exchange rates had been applied to re-measure those financial 
instruments held by the Group which expose the Group to 
foreign currency risks at the financial year end date, including 
intercompany payables and receivables within the Group, 
which are denominated in a currency other than the functional 
currencies of the lender or the borrower.  The analysis 
excludes differences that would result from the translation of 
the financial statements of foreign operations into the Group’s 
presentation currency. 

Fair value measurement

Fair value hierarchy

The following table presents the fair value of the Group’s 
financial instruments measured at the end of the reporting 
period on a recurring basis, categorised into the three-level fair 
value hierarchy as defined in HKFRS 13, Fair value 
measurement. The level into which a fair value measurement 
is classified is determined with reference to the observability 
and significance of the input used in the valuation technique as 
follows:
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The following table presents the Group’s assets and 
liabilities that are measured at fair value at 31 December 
2016 and 2015.

The movements during the period in the balance of 
these Level 3 fair value measurements are as follows:
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Derivative component embedded in 
   convertible notes
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Changes in fair value recognised in 
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Level 1 valuations: Fair value measured using only Level 
1 input i.e. unadjusted quoted prices in active markets for 
identical assets or liabilities at the measurement date.

Level 2 valuations: Fair value measured using Level 2 
input i.e. observable inputs which fail to meet Level 1, and 
not using significant unobservable input. Unobservable 
input are those for which market data are not available.

Level 3 valuations: Fair value measured using significant 
unobservable input.

Estimation of fair values

Derivative component embedded in convertible notes 

The fair value of the derivative component embedded in 
convertible notes as at 31 December 2015 was valued by 
the directors with reference to a valuation report issued by 
RHL Appraised Ltd and is determined using the Binomial 
Lattice model and the significant unobservable input used 
in the fair value measurement is expected volatility.  The 
fair value measurement is positively correlated to the 
expected volatility.
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34�� ULTIMATE CONTROLLING PARTIES

As at 31 December 2016, the directors consider the ultimate 
controlling shareholder of the Company to be Mr. William 
Xia Guo. 
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The fair values of the convertible notes are estimated as being the 
present values of future cash flows, discounted at interest rates 
based on the government yield curve as at the end of the 
reporting period plus an adequate constant credit spread, adjusted 
for the Group’s own credit risk.
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Amendments to HKAS 7, Statement of Cash Flows:    

Disclosure initiative

Amendments to HKAS 12, Income taxes: 

Recognition of deferred tax assets for unrealised 

losses

HKFRS 15, Revenue from contracts with customers

HKFRS 9, Financial instruments

Amendments to HKFRS 2, Share-based payment: 

Classification and measurement of share-based 

payment transactions

Amendments to HKFRS 4: Applying HKFRS 9 

Financial instruments with HKFRS 4 Insurance 

contracts

Amendments to HKFRS 10 and HKAS 28: Sale or 

contribution of assets between an Investment and its 

associate or joint venture

HKFRS 16, Leases

1 January 2017

1 January 2017

1 January 2018

1 January 2018

1 January 2018

1 January 2018

Annual period 

beginning on or 

after a date to 

be determined

1 January 2019

Effective for accounting periods beginning on or after

POSSIBLE IMPACT OF AMENDMENTS, NEW STANDARDS 
AND INTERPRETATIONS ISSUED BUT NOT YET 
EFFECTIVE FOR THE YEAR ENDED 31 DECEMBER 2016

Up to the date of issue of these financial statements, the 
HKICPA has issued a number of amendments and new 
standards which are not yet effective for the year ended 31 
December 2016 and which have not been adopted in these 
financial statements. These include the following which may 
be relevant to the Group:
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The Group is in the process of making an assessment of what the 
impact of these amendments and new standards is expected to be 
in the period of initial application.  So far the Group has 
identified some aspects of the new standards which may have a 
significant impact on the consolidated financial statements.  
Further details of the expected impacts are discussed below.  As 
the Group has not completed its assessment, further impacts may 
be identified in due course and will be taken into consideration 
when determining whether to adopt any of these new 
requirements before their effective date and which transitional 
approach to take, where there are alternative approaches allowed 
under the new standards.
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HKFRS 15, Revenue from contracts with customers

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

The core principle of HKFRS 15 is that an entity should recognise 
revenue to depict the transfer of promised goods or services to 
customers in an amount that reflects the consideration to which the 
entity expects to be entitled in exchange for those goods or services. 
Specifically, the Standard introduces a 5-step approach to revenue 
recognition:

��������������������Step 1: Identify the contract(s) with a customer
��������������������Step 2: Identify the performance obligations in the contract
��������������������Step 3: Determine the transaction price
��������������������Step 4: Allocate the transaction price to the performance 
��������������������������������������������������obligations in the contract
��������������������Step 5: Recognise revenue when (or as) the entity satisfies a 
                     performance obligation

Under HKFRS 15, an entity recognises revenue when (or as) a 
performance obligation is satisfied, i.e. when ‘control’ of goods or 
services underlying the particular performance obligation is 
transferred to the customer. Far more prescriptive guidance has been 
added in HKFRS 15 to deal with specific scenarios. Furthermore, 
extensive disclosures are required by HKFRS 15.

The directors of the Company anticipate that the application of 
HKFRS 15 in the future may have an impact on the amounts reported 
and disclosures made in the Group’s consolidated financial 
statements. However, it is not practicable to provide a reasonable 
estimate of that effect until a detailed review has been completed.
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�������1�±!B�336��COMPARATIVE FIGURES

Certain comparative figures, including figures in the 
consolidated statement of profit or loss and other 
comprehensive income have been re-presented so that it can 
better present the performance of the Group.
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2012

RMB’000

Turnover

 (Loss)/profit before tax

Income tax

 (Loss)/profit after tax before 

   non-controlling interests

Non-controlling interests

 (Loss)/profit for the year after 

   non-controlling interests
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2015

RMB’000

14,931

(30,966)

(53)

(31,019)

(9)

(31,028)

20,497

(3,376)

(111)

(3,487)

(134)

(3,353)
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2016

RMB’000

20,241

2,085

42

2,127

-

2,127
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(124,625)

-

(166)

(124,791)
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2013

RMB’000

Total assets less current liabilities

Non-current liabilities 

   (Convertible notes payable)

Non-controlling interests

 Deficiency of assets
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5,956

44,117

(32)

44,085

32

44,117

(31,055)

(6,476)

(134)

(37,656)
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