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Chairman’s Statement

EFRW|E

Dear Shareholders,

On behalf of the board (the “Board”) of
directors (the “Directors”) of Innovative
Pharmaceutical Biotech Limited, formerly
known as United Gene High-Tech Group
Limited until the change of name on 29
September 2015, (the “Company”, together
with its subsidiaries, the “Group”), | hereby
present to all shareholders of the Company (the
“Shareholders”) the unaudited consolidated
financial results of the Group for the six
months ended 30 September 2015 (the
“Financial Period”) and the six months ended
30 September 2014 (the “Previous Financial
Period”).

For the Financial Period, the Group recorded
a revenue of HK$14.8 million, representing a
decrease of approximately 18.7% in revenue
as compared to the revenue of HK$18.2
million for the Previous Financial Period, which
was primarily due to a decrease in trading of
beauty equipment and products. Despite the
decrease in revenue, the Group's gross profit
grew as the trading segment sold a higher mix
of higher margin products. For the Financial
Period, gross profit of the Group improved to
approximately HK$427,000 from a gross profit
of approximately HK$340,000 for the Previous
Financial Period.
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Chairman’s Statement
ETERSE

For the Financial Period, the loss attributable
to the owners of the Company was HK$87.5
million, representing an improvement from
the loss of HK$349.0 million for the Previous
Financial Period, which was primarily due to less
impairment loss being required to be made for
the Group’s investment in convertible bonds
of Extrawell Pharmaceutical Holdings Limited
("Extrawell”), a company of which shares are
listed on the Main Board of The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”)
and principally engages in the marketing and
distribution, development, manufacturing
and sales of pharmaceutical products in the
People’s Republic of China (the “PRC").

The Company continues to actively pursue and
review potential profitable investments and will
continue to focus on improving profitability as
necessary to enhance shareholder returns and
the sustainable long-term development of the
Group as a whole.
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Chairman’s Statement

ERE®|E

APPRECIATION

On behalf of all the members of the Board,
I ' would like to take this opportunity to express
my gratitude to the Shareholders and business
partners of the Group for their continued
support and trust during the past year, and
my most sincere appreciation to the Directors,
management and staff at all levels for their
dedication, hard work and contributions to the
Group.

Jiang Nian
Chairman

Shanghai, 27 November 2015
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Management Discussion and Analysis

EEEN RN

GROUP RESULTS

Revenue of the Group from continuing
operations for the Financial Period fell
to HK$14.8 million from the revenue of
HK$18.2 million recorded in the Previous
Financial Period, which was primarily due to a
decrease in trading of beauty equipment and
products. Although revenues in the trading
segment decreased, gross margins rose due
to the management'’s focus on increasing the
proportion of higher margin products being
sold. Loss attributable to the owners of the
Company was HK$87.5 million for the Financial
Period, representing an improvement from
the loss of HK$349.0 million for the Previous
Financial Period. The reduction of loss was
primarily caused by less impairment loss being
required to be made for the Group's investment
in convertible bonds issued by Extrawell.

BUSINESS REVIEW

Provision of genetic testing services
Since 2010, the Group has held the permanent
and exclusive distribution rights for genetic
testing services in the regions of the PRC, Hong
Kong and Macau, permanent non-exclusive
distribution rights for genetic testing services
in other regions, and the right to use certain
logos on genetic testing products and for
genetic testing services that are distributed
by the Group. The Group has franchised
the distribution rights of the genetic testing
products and services and expects to generate
greater business activity going forward. There
was no revenue arising from the provision of
genetic testing services during the Financial
Period, a decrease from the HK$1,130 that
arose in the Previous Financial Period.
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Management Discussion and Analysis

EEENRR DM

Distribution of bio-industrial products
The Group has held the exclusive distribution
rights for the distribution of bone chips and
fat in the PRC from 1 January 2010 for an
initial term of 5 years, the terms of which were
automatically extended by an additional 10
years upon the expiry of the initial term. There
was no revenue arising from the distribution
of bio-industrial products during both the
Financial Period and Previous Financial Period.

Trading of beauty equipment and
products

The Group commenced the trading of beauty
equipment and products since June 2013.
During the Financial Period, revenue arising
from the trading of beauty equipment and
products amounted to HK$14.8 million,
representing a decline of approximately 18.7%
below the revenue of HK$18.2 million recorded
for the Previous Financial Period.

Investments in Extrawell

In April 2013, the Company entered into a
conditional sale and purchase agreement
through which the Group acquired shares and
convertible bonds issued by Extrawell. The
Group’s investment in Extrawell is sensitive to
share price fluctuations of Extrawell’s publicly
traded shares and subject to impairment
assessment in accordance with Hong Kong
Accounting Standards.
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Management Discussion and Analysis

EEEN RN

Research and development

In July 2014, the Company completed the
acquisition of a majority stake in Smart Ascent
Limited (“Smart Ascent” together with its
subsidiaries, the “SAL Group"”), representing
51% of the issued share capital of Smart
Ascent. Upon completion of this acquisition,
Smart Ascent became 51% owned by the
Company and the companies of the SAL Group
became non-wholly owned subsidiaries of the
Company. SAL Group is principally engaged in
the research and development of a technology
that would allow insulin to be administered
orally.

The SAL Group is undergoing restructuring
that will allow the Group to better deploy
funding to its research segment and improve
the efficiency of research and development
spending. The Group will make announcements
as appropriate and in accordance with the Rules
Governing the Listing of Securities on the Stock
Exchange of Hong Kong Limited (the "Listing
Rules™).

Thus far, the Group has financed the research
and development of the oral insulin technology
with the Group’s internal resources but remains
active and open to other fundraising activities.
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Management Discussion and Analysis

EEENRR DM

PROSPECTS

Provision of genetic testing services
In October 2014, the Group franchised the
genetic testing distribution rights to two
related parties who began providing genetic
testing services and selling genetic testing
products in the PRC. The Group holds a
cautious view regarding the business and
regulatory environment of genetic testing
in the PRC and does not anticipate a strong
recovery in the industry in the near-term.

Distribution of bio-industrial products
CNL (Pinghu) Biotech Co. Ltd. (“CNL (Pinghu)”),
a non-wholly owned subsidiary of the
Company, commenced the construction of the
production plant, research and development
workshop and office in 2010. Since 2012,
CNL (Pinghu) has been a defendant to a
civil litigation suit in the PRC regarding the
construction costs of the production plant. A
verdict on the civil litigation suit was reached
in April 2014 pursuant to which it was ruled
that the Group is liable to pay approximately
RMB4.2 million to the plaintiffs. Payments in
respect of the litigation are made in accordance
with the directions of the court and the court
has delayed payments to the plaintiff at this
time. Further announcements will be made by
the Company as appropriate pursuant to the
requirements of the Listing Rules.
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Management Discussion and Analysis

EEEN RN

Trading of beauty equipment and
products

The major trading products of the Group are
beauty equipment and beauty products and
represents the major component contributing
to the Group's revenues. It is expected that the
rising GDPs and average incomes in many Asian
developing countries will continue to create
greater demand for this segment. Revenues and
profit margins of the Group from the trading
segment have been relatively stable in the past
and the Group aims to increase trading volume
by offering trading terms more favourable than
competitors as compared to the industry and
by offering products with high demand and
thereby improving profits of the Group in the
long run.

Securities investment

Despite a strong stock market in the first
quarter of 2015, the PRC and Hong Kong stock
markets deteriorated significantly in the second
half of 2015. Management of the Group is
optimistic of the long-term recovery of those
markets and will continue to manage a diverse
portfolio of Asian stocks and bonds.
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Management Discussion and Analysis
BEENWR DM

Research and development fifr 2%

The Group operates the SAL Group with the RNEBERKLELER @ SHETHK
intention of completing the research and £BEEZAFEBARAAREZ
development of the technology that would H i3 o

allow insulin to be administered orally.

During the Financial Period, the Group explored RZ<BA B EAfE - At B Y & B i%
potential opportunities with investors and &# REEBHABEEELE o 1
potential partners. As at the date of this AMHBEAY  KEBEKE
interim report, the Group has yet to encounter BABEMEBKBLE - NEB B
a suitable business partner. The Group will EFEARNTHAEEERMBE
continue to evaluate potential products that ZZEEER °

would be used to bolster the Group’s pipeline.

FINANCIAL REVIEW B % B
Capital structure BARRE
31.3.2015
—ET-AhfF
—A=+—H
HK$'000
FHET
(audited)
(geF:Zz)
Authorised:
JETE -
50,000,000,000 ordinary shares of
HK$0.01 each (the “Shares"”) 500,000
50,000,000,000/% & HI{E0.017L .2
LA ([t 1)
Issued and fully paid:
BEZTREE -
1,404,193,024 Shares (As at 31 March 2015:
1,304,193,024 Shares) 13,042

1,404,193,024 8t (M= —RHF =7
=-+—H :1,304,193,0248 8% {7 )
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Management Discussion and Analysis

EEEN RN

Number of
shares issued  Share capital
ERTROHE (AN
HK$’000
TET
As at 31 March 2015 1,304,193,024 13,042
RZZE—AF=A=1+—H
Conversion of Convertible Bonds I (note) 100,000,000 1,000
EIR AR AR A 5 — (FTE)
As at 30 September 2015 1,404,193,024 14,042
R-ZZE-RFNA=1H
Note: B3

During the period ended 30 September 2015,
100,000,000 new shares were issued upon the
conversion of its convertible bonds in an aggregate
principal amount of HK$40,000,000 (the “Convertible
Bonds 1”) at a conversion price of HK$0.4 per Share.

Liquidity and financial resources

As at 30 September 2015, the Group had bank
and cash balances of approximately HK$147.5
million (31 March 2015: approximately
HK$191.2 million).

As at 30 September 2015, total borrowings
of the Group were approximately HK$435.5
million (31 March 2015: approximately
HK$420.6 million) which reflected the
debt value of the Company’s unconverted
convertible bonds, amounts due to non-
controlling interests, amounts due to former
non-controlling interests, amount due to the
subsidiary of an associate, and loan from a non-
controlling interest.
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Management Discussion and Analysis

EEENRR DM

The ratio of current assets to current liabilities
of the Group was 2.06 as at 30 September
2015 as compared to 2.55 as at 31 March
2015. The Group’s gearing ratio as at 30
September 2015 was 0.22 (31 March 2015:
0.22) which is calculated based on the Group's
total liabilities of approximately HK$452.6
million (31 March 2015: approximately
HK$439.1 million) and the Group’s total assets
of approximately HK$2,079.6 million (31 March
2015: approximately HK$2,040.6 million).

The Group places importance on security,
short-term commitment and availability of the
surplus cash and cash equivalents.

Significant acquisition and investments
During the Financial Period, the Group
completed the final tranche in its acquisition of
four tranches of convertible bonds that were
issued by Extrawell. The Group acquired the
convertible bonds from Dr. Mao Yumin (“Dr.
Mao"”) pursuant to the conditional sale and
purchase agreement entered into between,
among others, the Company and Dr. Mao
dated 27 April 2013 (hereinafter referred to
as “Transaction II”). The Company issued four
tranches of convertible bonds with a principal
amount of HK$64 million for each tranche as
consideration for the above transaction.

AEBR -_T—RAENLA=+
Bz RBEEYRBAGBZL
RE206 MR-ZE—HF=
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2,040,600,0005 70 )51 & o
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Management Discussion and Analysis

EEEN RN

Dr. Mao is a controlling shareholder of the
Company. Accordingly, Dr. Mao is considered
as a connected person of the Company and
Extrawell under Chapter 14A of the Listing
Rules. As such, the above transactions
constitute connected transactions of the
Company under Chapter 14A of the Listing
Rules and shall be aggregated pursuant to Rule
14A.81 of the Listing Rules.

After the Financial Period, the Company
initiated negotiations for the acquisition of
majority interests of a company that owns
assets consisting of hotels, residential property,
and a golf course that are all located in
Bulgaria. Furthermore, the Company began
negotiations for a potential investment into the
Company by China Travel Financial Holdings
Limited. As at the date of this interim report, no
definitive agreement has been entered into by
the Company in relation to the aforementioned
potential acquisition and potential fundraising.

Save as mentioned above, the Group had no
other significant investments, nor had it made
any material acquisition or disposal of the
Group's subsidiaries or associated companies
during the Financial Period.

Significant loss on acquisition of
convertible bonds

During the Financial Period, the Group acquired
one tranche of convertible bonds issued by
Extrawell with a principal amount of HK$64.13
million. The difference between the fair
value of the considerations exchanged was
recognised during the Financial Period and
booked an accounting loss of approximately
HK$62.2 million. Details of the loss are set
out in note 19 to the condensed consolidated
financial statements.
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Management Discussion and Analysis

EEENRR DM

Charges on the Group’s assets

As at 30 September 2015, the Group and the
Company did not have any charges on their
assets (31 March 2015: Nil).

Contingent liabilities

Details of litigation and contingent liabilities
are set out in note 22 to the condensed
consolidated financial statements.

Commitments

Commitments of the Group and the Company
as at 30 September 2015 are set out in note
20 to the condensed consolidated financial
statements.

Foreign exchange exposure

The monetary assets and liabilities and
businesses of the Group are mainly carried out
and conducted in Hong Kong Dollars, Renminbi
and United States Dollars. The Group maintains
a prudent strategy in its foreign exchange risk
management, with the foreign exchange risk
being minimised through balancing the foreign
currency monetary assets against foreign
currency monetary liabilities, and foreign
currency revenue against foreign currency
expenditure. The Group did not use any
financial instruments to hedge against foreign
currency risk during the Financial Period. The
Group will continue to monitor its foreign
currency exposure closely and consider hedging
foreign currency exposure should the need
arise.
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Management Discussion and Analysis

EEEN RN

Number and remuneration of
employees

As at 30 September 2015, the Group had 32
(31 March 2015: 48) full-time employees, most
of whom were working in the Company’s
subsidiaries in the PRC. The decrease in staff
is due to a reduction in the business activity
of certain segments and the subsequent
redundancies. It is the Group’s policy that
remuneration of the employees and Directors is
in line with the market and commensurate with
their responsibilities. Discretionary year-end
bonuses are payable to the employees based
on individual performance. Other employee
benefits include medical insurance, retirement
schemes, training programmes and education
subsidies.

Total staff costs including the Directors’
remuneration for the Financial Period
amounted to approximately HK$4 million
(Previous Financial Period: approximately
HK$4.9 million).

Segment information

Details of the segment information is set out in
note 3 to the condensed consolidated financial
statements.

Lee Nga Yan
Executive Director

Hong Kong, 27 November 2015

BE AR H M

T 10 e = S
SEERNEB(ZFT—AF=A
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ToEzEsRe RERERE
T AEBEZHRIEERES
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BERF - BISEFREATIRE
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R 8 THEKA (R
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Other Information Provided

in Accordance with the Listing Rules

Rig £ R BT 2 H A E R

COMPLIANCE WITH THE
CORPORATE GOVERNANCE CODE

The Company is committed to striving good
corporate governance practices and emphasising
on transparency and accountability to its
shareholders and stakeholders for enhancing
investor confidence. Throughout the Financial
Period, the Company has adopted and complied
with all the code provisions as set out in the
Corporate Governance Code (“CG Code”) as
set forth in Appendix 14 to the Listing Rules,
save and except for the deviations from code
provisions A.2.1 and A.4.1.

Code provision A.2.1

Code provision A.2.1 stipulates that, the roles
of chairman and chief executive should be
separate and should not be performed by the
same individual. Ms. Jiang Nian is the chairman
of the Group. As at the date of this interim
report, the role of chief executive officer
remains vacant. The Company is continually
looking for a suitable person to assume this
role.

Code provision A.4.1

Code provision A.4.1 stipulates that, non-
executive Directors should be appointed for
a specific term and should be subject to re-
election. The non-executive Directors and
independent non-executive Directors were not
appointed for specific terms but are subject
to retirement by rotation and re-election at
least once every three years in accordance
with the provision of the Company’s articles of
association. As such, the Company was unable
to fully comply with code provision A.4.1 of the
CG Code during the Financial Period.

BFEEERTR

ARRBONEBRRINEEE
B R ROEE R E IR M #F
BEARBEARELEEE - K2
FREEED - REEMBH
B ARB RGN ET LR
AP+ PUpRE 2 X E AT R
(TEEEARTRDMAEZ — YT
AR HEST AR CE A 2115
REAAVEZRBEBRRIN -

FRIECEA2.11%
SFANEXBA2 VIEET  £/5
BITREHY ACREES 1
TRERRA—ALTET BELL
BREEERE - RARPEHRE
8 TEERZ BANEE o K
AREHENEABABETL
Bhfiz

TFRIEXEAL.11M5

SFAMESCEA A VEIRTE » FEH
TEEZZAEERTIH I
BESEE  FWNITEEREY
ERNTEEZZITERTET
HR - AR QR A EIR A
Azl 20 E=FHESE
—IRWEE BT o AL - AAQF
R BB R BB T
ESAT A2 SFANESCERALE -
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in Accordance with the Listing Rules

RiE LR BT 2 H A E R

The Directors believe that, despite the absence
of specified terms for non-executive Directors,
sufficient measures have been taken to serve
the purpose of this code provision and that
the Directors are committed to representing
the long-term interests of the Company and its
shareholders as a whole.

DIRECTORS’

TRANSACTIONS

The Company has adopted the Model Code
for Securities Transactions by Directors of
Listed Issuers (the “Model Code”) as set out
in Appendix 10 to the Listing Rules as the
code of conduct regarding Directors’ securities
transactions. Upon specific enquiries being
made with all the Directors, each of them
have confirmed that they have fully complied
with the required standards set out in the
Model Code throughout the Financial Period in
relation to their securities dealings, if any.

SECURITIES

AUDIT COMMITTEE

The Company has established an audit
committee of the Company (the "Audit
Committee”) with written terms of reference
in compliance with Rules 3.21 and 3.22 of the
Listing Rules and code provision C.3 of the
CG Code. The Audit Committee consists of
three independent non-executive Directors.
The Audit Committee reviews with the
management the accounting policies and
practices adopted by the Group and discusses
the auditing, internal control and financial
reporting matters. The Group’s unaudited
interim financial statements for the Financial
Period have been reviewed by the Audit
Committee.

BEERR BEFATESLE
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EMETREETAMEZRTE

-

EZEEE
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in Accordance with the Listing Rules

Rig £ R BT 2 H A E R

DIRECTORS’ IN
SHARES

As at 30 September 2015, the interests or
short positions of the Directors, chief executive
of the Company or their associates in any
Shares, underlying shares or debentures of the
Company or any of its associated corporations
(within the meaning of Part XV of the Securities
and Futures Ordinance (“SFO")) which were
required to be recorded in the register and
required to be kept by the Company under
Section 352 of the SFO, or which is otherwise
required to be notified to the Company and the
Stock Exchange pursuant to the Model Code
were as follows:

INTERESTS

Long positions in the issued share
capital of the Company

ESRRO 2ERE

R=ZF—AFALHA=1H &2
AEE  FRITBRAERKEZ
BrE AN TR AR A 2 E E ([ 48
BAE(E&RRESKBE G
(IREF R B EXVEL) 2
IR - BRI KBS 5
BRRENE M MREE S R
HEGEIEIS2IGARARIATE
SARIBARLEE T RIA E A 05 LA
AR B BB A PRz s R EOR
B

RELFERTRAZ
B

Percentage

Number of the issued

of shares/ share capital

underlying of the

Name of Director Capacity shares held Company

BEZRG/ HEARE

g 51 HEROHE BIREFEIL

Tang Rong Beneficial owner 396,200 0.03%

R ExfiEA

Save as disclosed above, as at 30 September B FXIETEEIN  R-_ZT—1F

2015, none of the Directors, chief executive
of the Company nor their associates had any
interests or short positions in the shares,
underlying shares or debentures of the
Company or any of its associated corporations
(within the meaning of Part XV of the SFO),
which were recorded in the register required to
be kept by the Company under Section 352 of
the SFO, or which is otherwise notified to the
Company and the Stock Exchange pursuant to
the Model Code.

ANA=+H  BIEARRESE
BRITRABEIMECHEAL
RAR B REEARBEE (E
FERBH LB GEPIEXVEL) Z
Befn ~ BB RESTHEA
RIEE M HEE (G D] F3521&C
BRARRAFEZELMEA
IRIFIRAE T AILAE 75 S A g A
) Ne Bt B2 P 2 AE ) B SOk

A

B o

Innovative Pharmaceutical Biotech Limited e Interim Report 2015/16



Other Information Provided

in Accordance with the Listing Rules
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SUBSTANTIAL SHAREHOLDERS'
AND OTHER PERSONS’ INTERESTS
AND SHORT POSITIONS IN
SHARES AND UNDERLYING
SHARES

As at 30 September 2015, the register of
interests and short positions in the shares
and underlying shares of the Company kept
under Section 336 of the SFO showed that,
the following, other than a Director or chief
executive of the Company, had an interest or
deemed interest of 5% or more in the issued
share capital of the Company:

Long positions in the issued share
capital of the Company

FTERRREMALR
RORAEBERD z2ERK
RE

R-ZZE-—RFHA=+H " BRI
EFLREGRIE3B6KRFEZ
AR KRR 2 #E s &
REBRMAHE - THEED
BREARAZEEARTRITHEA
B)RARBEETRATHES
YR BB 5% A FRER

RELXFEHRTRAZ
"R

Percentage
Number  of the issued
of shares/  share capital
underlying of the
Name of Director Capacity shares held Company
BEZRB/ EEARE
Exps 5 HBEROEE BORFEDL
Dr. Mao Yumin (note 1) Beneficial owner 54,700,000 3.90%
EHRELT(E) ERlBA
Interest of a controlled corporation 322,351,350 22.96%
REGEE 2 s
United Gene Holdings Limited ~ Beneficial owner 84,500,000 6.02%
(note 1) EREA
A ERERERAR (M)  Interest of a controlled corporation 237,851,350 16.94%
RERZE 2 R
Dr. Xie Yi (note 2) Interest of a controlled corporation 237,851,350 16.94%

ARBL(WFE2) REHEE 2
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Percentage
Number  of the issued
of shares/  share capital

underlying of the
Name of Director Capacity shares held Company
BEZRB/ HARRE
E=pR L) HERGHE BORFADL
Ease Gold Investment Limited  Interest of a controlled corporation 237,851,350 16.94%
(note 2)(ffzt2) REGZEER
Good Links Limited (note 3) Interest of a controlled corporation 237,851,350 16.94%
(PzE3) REHZE 2 BR
Victory Trend Limited (note 3)  Interest of a controlled corporation 237,851,350 16.94%
(MizE3) REMZE ER
Best Champion Holdings Beneficial owner 61,650,000 4.39%
Limited (note 4) ExfAA
SEERERAR (F:4) Interest of a controlled corporation 176,201,350 12.55%
REGZEZ ER
China United Gene Investment  Beneficial owner 176,201,350 12.55%
Holdings Limited (note 5)  E#&BA
(M5E5)
Chau Yiu Ting Beneficial owner 247,600,000 17.63%
) EREA
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Notes:

1. United Gene Holdings Limited is wholly-owned by
Dr. Mao, which owns 33.50% equity interests of
Best Champion Holdings Limited.

2. Ease Gold Investment Limited, is wholly-owned by
Dr. Xie Yi (“Dr. Xie"), which owns 33.50% equity
interests of Best Champion Holdings Limited.

3. Victory Trend Limited is wholly-owned by Good
Links Limited, which is in turn owned as to 50% by
Dr. Mao and as to 50% by Dr. Xie. Victory Trend
Limited owns 33.00% equity interests of Best
Champion Holdings Limited.

4. The equity interest of Best Champion Holdings
Limited is owned as to 33.50%, 33.50% and
33.00% by United Gene Holdings Limited, Ease
Gold Investment Limited and Victory Trend Limited,
respectively.

5. China United Gene Investment Holdings Limited
is owned as to 60% by Best Champion Holdings
Limited.

Save as disclosed above, the Directors were not
aware of any other relevant interests or short
positions of 5% or more in the issued share
capital of the Company as at 30 September
2015.

o

1. EEEERERAT(HEE
BLE2EHA)EGIEER
BRAFZ33.50%MKHE -

2. Ease Gold Investment Limited
(EHBEL((HEBELDZE
HH)EENEERERA A
233.50%R%HE ©

3. Victory Trend Limited B Good
Links Limited 2 & +
Good Links Limited 1 E 1§+ &
H1E L5 BIFEHF50% K%50% *
M Victory Trend Limited$% £ 91
IR R A B2 33.00% A4

4. JEZERBERATD I BES
HEEERBEE AT - Ease Gold
Investment Limited % Victory
Trend Limited # & 33.50%
33.50% }233.00% % #E -

5. China United Gene Investment
Holdings Limited @ Sl EE A
MR A B HEH60%MRHE o

B EXHEEIN R-ZF—0F
NA=+B BT FHEMLAR
NAIBEETRAS% A E 2 F
EAMRREES SRR
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SHARE OPTION SCHEME

On 6 November 2009 (the “Adoption Date”),
the Company adopted a share option scheme
(the “Share Option Scheme”) for the purpose
of recognising and motivating the contribution
of the Group's eligible employees, non-
executive directors, shareholder, customer and
supplier to the Group which, unless otherwise
cancelled or amended, will remain in force
for 10 years from the Adoption Date. After
the refreshment of the Share Option Scheme
on 3 November 2010, the maximum number
of Shares which may be issued upon exercise
of all options to be granted under the Share
Option Scheme may not in aggregate exceed
1,216,450,806, being 10% of the Shares in
issue of the Company as at 3 November 2010.
The offer of a grant may be accepted upon
payment of a nominal consideration of HK$1
per acceptance.

The exercise price of the share options granted
under the Share Option Scheme is determined
by the Board, but shall not be less than the
highest of (i) the nominal value of the Shares;
(ii) the average closing price of the Shares as
stated in the Stock Exchange’s daily quotation
sheets for the five business days immediately
preceding the date of grant; or (iii) the closing
price of the Shares as stated in the Stock
Exchange’s daily quotations sheet on the date
of the grant. No option may be granted to any
individual in any 12-month period if the total
number of Shares issued and to be issued upon
exercise of the option granted to an individual
in any 12-month period exceeds 1% of the
share capital of the Company in issue unless
approval by shareholders is obtained.

i R RE 5T B

REZZEZTNF+—AXNB(HER
BER]) « ANQ AR —IEERRRE
HEI([HERRFEETEl]) - LRBR
HEAERZAERESR « IEH
TES  BRE - ZREEEERY
AEBZER @ BRIEAEM TN
FESEEEET - BRI - BEARAERT S
TR A BB E T4 -
RZZE—ZF+—A=HENE
BRiERT 2% - BRITER R E
RIS T IR 2 P A AR T Al
FEROIZERROHEBE EHXTE
®381,216,450,806 % » Bl —
T-—TFE+—AZBARADHE
TN Z10% ° BIREHNRHE
RiEAELMABETZBENRE -
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As at 30 September 2015, the Company had
not granted any options to eligible persons of
the Share Option Scheme and there were no
outstanding share options under the Share
Option Scheme.

Apart from the aforesaid, at no time during
the Financial Period was the Company or any
of its subsidiaries a party to any arrangement
to enable the Directors and substantial
Shareholders or any of their associates to
acquire benefits by means of the acquisition of
shares in, or debentures of, the Company or
any other body corporate.

PURCHASE, SALE OR REDEMPTION
OF THE COMPANY'’S LISTED
SECURITIES

During the Financial Period, neither the
Company nor any of its subsidiaries purchased,
sold or redeemed any of the Company’s listed
securities.

R-ZF—HFNH=1H A2
R EEEARE B2 B ERA
TR EMERE - EhEsE
T8 T IR ) R T 2 BB ACHE -

B bt & oh - PR B B AR R AE AR
ef - AR B o A AR fa] Y B X A
WERISLEMZH  BEEER
TERRAWEEMBEA LA
BB AR L B S Efal H )R
ZBEM S ESFMEFHE o

BE HEIEEALT
ZLEm@EsE

RAB R - AR E S E N
MELRMEEE  HERED
AABZEM LEHES -
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Condensed Consolidated Statement of Profit
or Loss and Other Comprehensive Income
%HH%AEE&Ef&éEW%E%

For the six months ended 30 September 2015
BHE-Z—AFNA=THILAEAA

Six months ended
30 September
BEAA=THLAEA

2014
—ET—mF
HK$'000
FHT
NOTES (unaudited)
Bt =E (REEFEZ)
Revenue 3 18,185
a5
Cost of sales and services (17,845)
$HE R ARG A
Gross profit 340
EAH
Other income 1,754
HAb A
Other galns and losses, net 4 (313,905)
Hitn iz & E518)F 78
Selling expenses (727)
HERR X
Administrative expenses (16,324)
TR
Other expenses (4,050)
HAth iz
Share of results of associates (755)
DEHEE N T EE
Finance costs 5 (15,974)
WiEE R
Loss before tax (349,641)
TR 18
Income tax -
Frisai
Loss for the period 6 (349,641)
HNE B
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Condensed Consolidated Statement of Profi.-t"”'ff
or Loss and Other Comprehensive Income

HRGSEEREtE2EKER

For the six months ended 30 September 2015
BE_T-RFNAA=THINEA

Six months ended
30 September
BEhRA=THLEAREAR

2014
—ET—mF
HK$'000
THT
(unaudited)
(REEFEZ)

Other comprehensive (expense) income
H b2 (52 )t e
Items that may be subsequently
reclassified to profit or loss:
HigrlgeE#nAxEn cHEA ¢
Fair value changes of available-
for-sale financial assets
A E S RAE Y AT ERD
Reclassification adjustments
for the cumulated loss upon
disposal of available-for-sale
financial assets
HEHEECREERE R
BHEIEE s S EAE
Exchange difference on translation
of foreign operations

BEBINER C[ERER

(1,101)

Total comprehensive expense for the
period
HAN2mAS 2%

(350,742)
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Condensed Consolidated Statement of Profit
or Loss and Other Comprehensive Income

MAGERE RAMEHRSR

For the six months ended 30 September 2015
BHE-Z—AFNA=THILAEAA

Six months ended
30 September
BEhRA=1THLEAREAR

2014
—ET—mF
HK$'000
FHT
(unaudited)
(REEFEZ)

NOTE
(bEz3

Loss for the period attributable to:
AT AL ENEE
Owners of the Company
Z/NCIE7ZSUN
Non-controlling interests

FEE M

(348,990)

(651)

(349,641)

Total comprehensive expense for the
period attributable to:
AT AT EBIEEAZHERZ A :

Owners of the Company (350,091)

ViN/NCIEZZEWN
Non-controlling interests (651)
FEVERR A 2
(350,742)
Loss per share 8
FhgEE
Basic HK(28.56)
R cents 1l
Diluted HK(28.56)
e centsiB
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Condensed Consolidated Statement of

Financial Position
R4S MR R R

At 30 September 2015
RZZE—RFNA=1H

At

31 March
2015

i
—E-—hE
=A=+-~
HK$'000
FRTT
(audited)
(BER)

NOTES
M

Non-current assets

FRBEE
Property, plant and equipment
ER T
Interests in associates
i E=YNGIE: oF s
Investments in convertible bonds
KA RRER KR E
Intangible assets
BV EE
Available-for-sale financial assets
AEHNESREE
Loan to non-controlling interests
RIHEREZER
Amount due from the subsidiary of

an associate

JE Y — el i X B 2 I BB X B 30R

36,346
143,634
257,368

1,373,224
6,887

3,557

10,378

1,831,394

Current assets

TREBEE
Trade receivables
B S REWERR
Prepayments, deposits and other

receivables

TR - e REMERGRIR
Bank and cash balances

RiTRR TR

9,992

7,975

191,191

209,158
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Condensed Consolidated Statement of

Financial Position
R4S AR R R

At 30 September 2015
R-_ZE—AFAA=1H

NOTES
BiEE
Current liabilities
RBRE
Trade payables 14
EHRMNER

Accruals and other payables

[T E B I EL At e < 308

Amounts due to non-controlling interests

[ IR A i 55 R

Amounts due to former non-controlling
interests

JE A AT EFR AR 1 2 7 IE

Amount due to the subsidiary of
an associate

R — R E N A 2 B R B 50R

Net current assets

REBEEFHE

Total assets less current liabilities

REERRDER

Non-current liabilities

FRBEE
Convertible bonds 15
AR ES
Deferred tax liabilities
RIEVIAEE
Loan from a non-controlling interest
RE IS E X

NET ASSETS
BEFE
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At

31 March
2015

i
—E-hE
=A==l
HK$'000
FHET
(audited)
(lm2&1%)

7,099
9,217
22,871

823

41,947

81,957

127,201

1,958,595

351,400
2,174
3,557

357,131

1,601,464



Condensed Consolidated Statement of

Financial Position
R4S MR R R

At 30 September 2015
RZZE—RFNA=1H

NOTE
P EE

Capital and reserves
EAR#E
Share capital 16

AR

Reserves

G

Equity attributable to owners of the
Company

ARRHERAREER

Non-controlling interests

R

TOTAL EQUITY
A

The condensed consolidated financial
statements on pages 26 to 84 were approved
and authorised for issue by the Board of
Directors on 27 November 2015 and are signed
on its behalf by:

JIANG NIAN

BF
DIRECTOR

EZE

At

31 March
2015

i
—E-—hE
=A=+-~
HK$'000
FAT
(audited)
(2% )

13,042

704,836

717,878

883,586

1,601,464

BN FE26 B ZF84E Z LR
EMBERRECBHEEEN
E-hAFt+—-RAZt+tEBE#E
RIZETZ - YARATESK
REE

LEE NGA YAN

FHER
DIRECTOR

EZE
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Condensed Consolidated Statement of
Changes in Equity
SSRGS EREER

For the six months ended 30 September 2015
BE_T-RFNAA=THIEA

Attributable to owners of the Company

FATREAES
Convertible Foreign
bonds  Investment  Property currency Non-
Share Share  equity revaluation revaluation  Other  Statutory translation  Accumulated controling
Gpital  premium  reserve  reseve  rfeseve  reseve  feseve [esenve losses Total  interests Total
TERES REER  NXER b #R
Bt ROEE REER i Bf  EbEE iEEg Bf 2R it i i
HKPO00  HKS000  HKS000  HKS000  HKS000  HKS000  HKS000  HKS000  HKS000  HKS000  HKSO000  HKSI000
Tan TEr TR TR A T TEL TR TR TR TAn T
(Note3) (Noteh)
() (i)
At 1 April 2014 (audited) 1362 901488 747,5% 1m 441 4140 ) 276 (1,010770) 662312 9849 6.1
R-R-WERA
Logs for the period - - - - - - - - (348590 (348.990) 651) (343,641)
BhEE
Other comprehensive (expense)
income for the period - - - (11 - - - 10 - (1.101) - (1,101
Brik2aRR) b
Total comprehensive (expense)
income for the period - - - (11 - - - 10 (348,990 (350,001) (651 (350,742)
Acauistion of subsidaries - - 13666 - - - - - - 136646 978779 1115425
WEHELT
Recogntion of equity component of
convertible bonds - - 80437 - - - - - - 50437 - 8047
EATERE
Issue of shares upon conversion of
convertihle bonds 1680 6550  (59354) - - - - - - 1846 - 7846
g1 BEARD
Reclassifcation from interests in associates - - - - - - - - - - (1220000 (122,100)
REELTNERENAE
60 6550 3 - - - - - <3G BHET 1251608
At30 September 2014 (unaudited) 1304 967,008 1,075,285 - 441 4140 347 1736 (13597600 707210 865877 1,573,087

R-E-REAAZTA(REER)
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Condensed Consolldated Statemenﬁfﬁ

Changes in Equity
AR e SRR TR

For the six months ended 30 September 2015
(E—T-AFAA=THIEREAR

At 1 April 2015 (audited)
R-E-1EmA-B(HER)

Loss for the period
BngE
Other comprehensive expense for the period

BNERSERY

Total comprehensive expense for the period
BniERLSE

Recognition of equity component of
convertble bonds

EATERES JEEYD

Issue of shares upon conversion of
convertile bonds

SRATARRAERRG

At 30 September 2015 (unaudited)
RCF-TEAAZTA(FEER)

Attributable to owners of the Company

r
I._

KAARAARG
Convertible Foreign
bonds  Investment  Property cureny Non-
Share  Share equity revaluation revaluation  Other Statutory translation Acumulated controling
Gpitl  premium  reserve  reserve  feseve  resewe  resee  resene  losses Total  interests Total
URREE RHER  hRER bt #ER
B BOEE RERR L1 i AHER iEER i BHER it i it
HKF000  HKS000  HKSO0D  HKPOOD  HKSO00  HKSOOD  HKPOOD  HKSO0D  HKSO00  HKSOO0  HKSO00  HKS000
Thr T TEL TR AL TEL TR A TR AL TR TER
Notea) (Noteb)
(i) (i)

EMBERENNEERDT « —T—
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Condensed Consolidated Statement of
Changes in Equity
SSRGS EREER

For the six months ended 30 September 2015
BE_T-RFNAA=THIEA

Notes:

(a)

As stipulated by the relevant laws and regulations
of the PRC, before distribution of the net profit
each year, the Group's subsidiaries established
in the PRC shall set aside 10% of its net profit
after taxation to the statutory reserve. The reserve
can only be used, upon approval by the board of
directors of these PRC established subsidiaries and
by the relevant authority, to offset accumulated
losses or increase in capital. During the six months
ended 30 September 2015 and 2014, there was
no transfer from retained profits to the statutory
reserve since the Group’s PRC subsidiaries incurred
net loss during both periods.

Remittance outside the PRC of retained profits of
the subsidiaries established in the PRC is subject to
approval of the local authorities and the availability
of foreign currencies generated and retained by
these subsidiaries.

B -

(a)

R R ARR AR RORR AT
R BFEDIRFAFAE - AT
BETRERINMERARER
H R AL 7 B 10% 20X E
R o REREET AR EHE
REtBRNEE - ARSI
EEPRERIZWBARZE
FEREMBNERZERT
AER - REBEE-T-—AFR
“E-EFAA=THLEARRE
A BRAKEZTENEA
AIHREEIEFE - MRNZM
BREIR I B 2 BN R B
TR R E R o

KRBz MBRRZRE
i 2 1B SR B S B M BUT
HERBFHENBRARES
RARBINE 2 FTREIETE ©
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Condensed Consolidated Statement of
Cash Flows
EBRSAESHRERER

For the six months ended 30 September 2015
BE_T-RFNAA=THINEA

Six months ended
30 September
BEAA=THLAKEA

2014

—ET—F

NOTES (unaudited)
B eE (REEZ)

NET CASH USED IN OPERATING
ACTIVITIES
RERBMAREFE

(27,273)

INVESTING ACTIVITIES

REEH

Acquisition of addition interests of
an associate

o i — B & R I ER S ME =

Cash outflow arising from deemed
disposal of subsidiaries 18

BRIEHEMBAREELE 2RSSR

Net cash outflow arising on

(2,430)

(161)

acquisition of subsidiaries 19 (64,647)
BB AR EE RS L F5E
Proceeds on disposal of available-

for-sale financial assets 106,034

HEAHEOESMEE SRR
Other investing cash flows

HibiRERERE

302

NET CASH (USE IN) FROM
INVESTING ACTIVITIES
RAZS (A ABRSFE

FINANCING ACTIVITIES
ERE

Interest paid

EASRAES)

Other financing cash flows

Hib@ER e nE
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Condensed Consolidated Statement of
Cash Flows

HRFEERERER

For the six months ended 30 September 2015
BE_T-RFNAA=THIEA

Six months ended
30 September
BEhRA=1THLEAREAR

2014
—T—pF
(unaudited)
(RIEEHEZ)

NET CASH (USED IN) FROM
FINANCING ACTIVITIES
BREZBFA)AERSFE

NET (DECREASE) INCREASE IN
CASH AND CASH EQUIVALENTS

A& BASFEN AL BINFE

CASH AND CASH EQUIVALENTS AT
THE BEGINNING OF THE PERIOD

WRS R SEY

EFFECT OF FOREIGN EXCHANGE
RATE CHANGES

SNEEEEDYE

CASH AND CASH EQUIVALENTS
AT THE END OF THE PERIOD,
represented by bank balances
and cash

HRBESRREEEY
HBIRTTHEB RIS
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Notes to the Condensed Consolidated
Financial Statements

GEER=E S

For the six months ended 30 September 2015
BE_T-RFNAA=THINEA

1.

BASIS OF PREPARATION

The condensed consolidated financial
statements have been prepared in
accordance with Hong Kong Accounting
Standard 34 “Interim Financial Reporting”
issued by the Hong Kong Institute
of Certified Public Accountants (the
“HKICPA") as well as with the applicable
disclosure requirements of Appendix 16
to the Rules Governing the Listing of
Securities on The Stock Exchange of Hong
Kong Limited.

PRINCIPAL ACCOUNTING
POLICIES

The condensed consolidated financial
statements have been prepared on the
historical cost basis except for certain
properties and financial instruments,
which are measured at revalued amounts
or fair values, as appropriate.

The accounting policies and methods
of computation used in the condensed
consolidated financial statements for
the six months ended 30 September
2015 are the same as those followed in
the preparation of the Group’s annual
financial statements for the year ended 31
March 2015.

In the current interim period, the Group
has applied, for the first time, certain
amendments to Hong Kong Financial
Reporting Standards (“HKFRSs”) issued by
the HKICPA that are mandatorily effective
for the current interim period.

mAEXE
BRESMBHRRIEE
Bastimag ([ &EEs
fhag )ERzEEES
B F 3458 [ HI 84 %5 3R
EIRERMERSMA
PR A)RE 25 £ T AR BB 8%
TARZERRERERE -

FTEEFHE

BRLGES M BRRDRE
BERKRR  HEE TR
EfeBERATEFE(
)2 ME R T AR
Hh o

HE-_Z—AFhLA=T+
BIEAE AR A B
BRERMRBOGTEE
Rt E R FERHEASE
BEHz=z—_ZF—RAF=AH
=t+—RALFEZEEH
BIRRFBEE K-

RASPHRARA - RNEE
BREBETHELE
B 2% & AR 40 30 A A A HY )
)58 i) £ 2 2 BB BT 1S 1
SEA([BEM B IMEE
A1) ZERT -

EMBREREMRRERDET « —T -0/ ~FHHRE
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Notes to the Condensed Consolidated
Financial Statements

BEER=E S

For the six months ended 30 September 2015
BE_T-RFNAA=THIEA

2.

PRINCIPAL ACCOUNTING 2.

POLICIES (Continued)

The application of the new and revised
HKFRSs in the current interim period has
had no material effect on the amounts
reported in these condensed consolidated
financial statements and/or disclosures
set out in these condensed consolidated
financial statements.

REVENUE AND SEGMENT
INFORMATION

The Group has five reportable and
operating segments as follows:

(@) provision of genetic testing
services in the PRC and Hong
Kong (“Provision of genetic testing
services”)

(b) distribution of bio-industrial products
in the PRC ("Distribution of bio-
industrial products”)

(c) trading of beauty equipment and
products in Hong Kong (“Trading of
beauty equipment and products”)

(d) securities investment in Hong Kong
and outside Hong Kong (“Securities
investment”)

(e) research and development and
commercialisation of products
(“Research and development”)

3.

FEEHBERE

WA R A - R
R MBI BERMERE
EHZFHREE TS
BEREMOSERHZ
EHAEEMBRERAE
ZHRBEERTEEREXN

By 488
rE°

Wz ) 7 FRE

AEBREATHEZH M

EEHHED

(@) RHPBEEREBRMHE
BRI AR5 (Rt
EAI AR 1)

(b) WPESHEMESE
Em((DEEMER
Edl)

(0 REBETEDTRMB
LERBES([XER
BRERES])

(d) REBRBBRINE
TREAFRE([EHER
A1)

() MBI AMILEM
(T35 1)
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Notes to the Condensed Consolidated

Financial Statements

ERRAR S B AR MY AE

For the six months ended 30 September 2015
BE_T-RFNAA=THINEA

3. REVENUE AND SEGMENT 3.
INFORMATION (Continued)

The Group's reportable and operating
segments are strategic business units that
offer different products and services. They
are managed separately because each
business requires different technology and
marketing strategies.

The following is an analysis of the Group’s
revenue and results by reportable and
operating segments:

Trading of

Provision of Distribution of beauty equipment
genetic testing services ~ hio-industrial products ~ and products
BHERAE ARENER FERER

] R ERgA

WK 2 EER(E)

AEEZHRREEDHE
he R R 2 mm B OBR S B 3R
BRMERTE A - A& XK
Fff 75 1O £ 7 J2 T 5 5K g A

A - ZESHZERNEE -

TRARZBREEHH
PR U 25 B 4
D -

Securities Research and
investment development Total
L i it

04 JAIE} 014 04 014 014
& A i3 & A i3
HK§'000 HKS'000 HK§'000 HK§'000 HKS'000 HK§000
Tin T fin Tin fin fin
(unauded (unauced) (inauded) (unaudted (unauced) (unauded)
(%iFz8) (FiEz5) (7i2%) (%iFz5) (Fiz5) (725)
Six months ended 30
September
HERRZTRLAER
Revenue from extemal
(ustomers 18,185
TaNFEEZHA
Seqment loss) profit after tax (5,006 (1462) 1150 (533) (5492)

BiikAdIER 2

EMBREREMRRERDET « —T -0/ ~FHHRE
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Notes to the Condensed Consolidated
Financial Statements

R RRAR S B AR MY EE

For the six months ended 30 September 2015
BE_T-RFNAA=THIEA

3. REVENUE AND SEGMENT 3. WzmRHHERE)
INFORMATION (Continued)

Six months ended
30 September
BZEhRA=1+HLEAEAR

2014
—T—mF
HK$'000
FHET
(unaudited)
(REETEZ)

Reconciliation of reportable segment
profit (loss) after tax:

BrEiiE 28y aa T (B8 Uik

Total segment loss (5,492)

HEEIE R

Corporate and other expenses

hENEMRES

Share of results of associates

AEEE A RIER

Unallocated other income,
gains and losses, net

ADBEEMBA - W RERFE

(29,970)

(755)

(313,424)

Consolidated loss for the period (349,641)

HING e &8
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Notes to the Condensed Consolidated
Financial Statements

ERRAR S B AR MY AE

For the six months ended 30 September 2015
BE_T-RFNAA=THINEA

4. OTHER GAINS AND LOSSES, 4. HitlizmRERFER

NET

Six months ended
30 September
BENA=THLEXREAR

2014
—T—F
HK$'000
FET
(unaudited)
(REEZ)
Loss on deemed disposal of subsidiaries
(Note 18) (184)
RAEH S B R E 2 B8 (MEE18)
Change in fair value of derivative
components of investments in
convertible bonds (Note 11) (33,780)
AIMBREFRETEIS D 2 A FEEZS
(PR=ET1)
Change in fair value of derivative
financial instruments (Note 11) (91,021)
TESBIANFEZS(HE1)
Loss on acquisition of investments in
convertible bonds (Note 11) (190,194)
WA R IREFIRE 2 BE (FIEE11)
Gain on sale of available-for-sale
financial assets 1,274
HEAHEESRERE 2 Bm
(313,905)

EMBREREMRRERDET « —T -0/ ~FHHRE
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Notes to the Condensed Consolidated
Financial Statements

R RRAR S B AR MY EE

For the six months ended 30 September 2015
BE_T-RFNAA=THIEA

5. FINANCE COSTS 5. MBEA
Six months ended

30 September
BENA=THLEXREAR

2014
—ET—NF
HK$'000
FHET
(unaudited)
(CREER)
Effective interest expense on convertible
bonds (Note 15) 15,974
AR ESERAN SR (IF15)
Imputed interest expense on loan
from a non-controlling interest
of a subsidiary -
ke —HMNEARFFERERERZ
HERNERAE
15,974

42 Innovative Pharmaceutical Biotech Limited e Interim Report 2015/16



Notes to the Condensed Consolidated

Financial Statements
4R S M SRR M &L

For the six months ended 30 September 2015
BE_T-RFNAA=THINEA

6. LOSS FOR THE PERIOD 6.

Loss for the period has been arrived at
after charging the following:

Depreciation of property, plant and
equipment

M WERREBITE

Operating lease charges of land and
buildings

T RIEF 2K EEELH

Cost of inventories recognised
as an expense
RR/FEX 2 FEKAR

Staff costs including directors’
emoluments

BREEMEEAN 8 TKA

7. DIVIDENDS 7.

No dividends were paid, declared or
proposed during the interim period.
The directors have determined that no
dividend will be paid in respect of the
interim period (2014: nil).

HAEE
279 548 73 4005 T 5% 78
o

Six months ended

30 September

BEAA=THILEAEA

2014
—ET—F
HK$'000
FHT
(unaudited)
(REEEZ)

1,288

1,268

17,845

4,865

[ g=\

RA R R B R A
RS BRERBE - &
BRE - BAERAPH
HEXNEMRE(ZZ
—POE ) o

EMBEREVREERDT o —T—1/—"FhliHRE
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Notes to the Condensed Consolidated
Financial Statements

R RRAR S B AR MY EE

For the six months ended 30 September 2015
BE_T-RFNAA=THIEA

8. LOSS PER SHARE 8. BREE
The calculation of the basic loss per AKRRHERABGEERE
share attributable to the owners of the REBIZATEETE -

Company is based on the following data:

Six months ended
30 September
BZEhRA=1THILEAEAR

2014
—Z—F
HK$'000
FET
(unaudited)
(REEEFEZ)
Loss
B8
Loss for the purposes of basic and
diluted loss per share (loss for the
period attributable to owners of the
Company) (348,990)

M ESREARBEEERER
(AREHEA ARIGEHAERE)

Six months ended
30 September
BZEZNAB=1THLAAEA

2014
—E—F
Number of
shares
i E e
‘000
Mt
Number of shares
R0 BB
Weighted average number of ordinary
shares for the purpose of basic and
diluted loss per share 1,222,002

R ESRERREEER 2 TEak
AFEF19 8
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Notes to the Condensed Consolidated
Financial Statements

GEER=E S

For the six months ended 30 September 2015
BE_T-RFNAA=THINEA

8.

LOSS PER SHARE (Continued)
The computation of diluted loss per share
for the six months ended 30 September
2015 and 2014 does not assume the
conversion of the Company’s outstanding
convertible bonds since their assumed
conversion would decrease the loss per
share for both periods.

MOVEMENTS IN PROPERTY,
PLANT AND EQUIPMENT

During the current interim period, no
property, plant and equipment was
acquired by the Group (six months ended
30 September 2014: HK$104,000).

In the opinion of the directors of the
Company, the aggregate carrying amount
of the Group's leasehold land and
buildings as at the end of the current
interim period that is carried at revalued
amounts does not differ significantly from
their estimated fair value. Consequently,
no revaluation surplus or deficit has been
recognised in the current interim period.

BRER(E
AEBE_ZT-—AFR_
22 == 4EE o, 5 = - BLHIEFS
Az EREEERE -
WEBRBR AR Rz AREHR
AR E SRR - Uy
B A R 20 5% 5 AT R AR 55
WEH - g MR HRE
ZEREE -

ME- - BERRHE
25
RAERHAER - AEH

BEEZ2_Z-OFNA
=T HIEARMEA 104,000
AT °

KRAREERR  AKHE
HE L BT RAHH
HARBREMSHEAENE
FEERAGARAFEL
BERER - At RA
REIHIMY EAERE A
EREAL -

EMBREREMRRERDET « —T -0/ ~FHHRE
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Notes to the Condensed Consolidated
Financial Statements

R RRAR S B AR MY EE

For the six months ended 30 September 2015
BE_T-RFNAA=THIEA

10. INTERESTS IN ASSOCIATES 10. REEE QR

At
31 March
2015
i
—T-RF
=A=+—~H
HK$'000
FHET
(audited)
(BER)
Cost of investments in associates
BENTRERE
Listed in Hong Kong 476,841
REBLN
Unlisted -
KEM
Share of post-acquisition profits and other
comprehensive income 81,548
FEAE U 8 R N It 2 T s
Impairment loss on interests in associates (315,033)
RE &R AR REBE
Adjustment against non-controlling interests
(note a) (99,722)
IR S 2 AR (M Ea)
143,634
Fair value of listed investments (note b) 146,403

LHRE 2 R FE( D)
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Notes to the Condensed Consolidated

Financial Statements

GEER=E S

For the six months ended 30 September 2015
BE_T-RFNAA=THINEA

10. INTERESTS IN ASSOCIATES
(Continued)

Notes:

(a) During the period ended 30 September
2014, the Group purchased 51% equity
interest in Smart Ascent from Extrawell (BVI)
Limited (“Extrawell (BVI)"), a wholly-owned
subsidiary of Extrawell. The details are set
out in note 19. Smart Ascent became a non-
wholly owned subsidiary of the Company
and consequently SAL Group have been
consolidated within the Group commencing
from 28 July 2014. The amount of equity
in SAL Group that is attributable to the
remaining 49% interest in Smart Ascent held
by Extrawell and included in the carrying
amount of interest in Extrawell prior to the
acquisition of Smart Ascent by the Group
has been reclassified from non-controlling
interest (and interest in associate) and
treated as part of equity attributable to
owners of the Company to the extent of
the Company’s attributable equity interest
in Extrawell which represented the share
of equity in SAL Group attributable to the
Company’s ownership interest in Extrawell.

(b)  The fair value of listed investments is based
on the quoted market bid price of the shares
of Extrawell and hence include the value
attributable to Extrawell’s equity interest in
the SAL Group; whereas the carrying amount
of the Group’s interest in Extrawell as an
associate as at 30 September 2015 and 31
March 2015 does not include that equity
interest due to the adjustment against non-
controlling interests (see note a above) and
therefore is not directly comparable.

10. RBEE XA N ER

(#)
B -

(@ BE-ZT—HNMFAA
=+THIEHE  A&E
BRENENBR A
Extrawell (BVI) Limited
(T Extrawell (BVI) |) U
PR AESI%RE - #
5 &R M EE19 o i
RAEARRAZ R EW
BAR - MBEREES
EER =T —WFtA
ZtTtNBREEFTAR
SB - ABEMFEE
AR T 49% 1 25 FEAG -
B P AN 58 B U B HE AR AT
AABEEREmEL
EEEEEZSTEDA
SEE RS (B E
AlMER)PEFHME
RARN A EIEREERE
(BIARRIRNEBZES
BEREOEZELERE
A ) BBR  LAARA R
BAEL SRR -

(b)y LtHEREZAFEZIR
BREROMOTISEA
RESE  BUHEEER
%Fﬁiﬁlﬁ\ﬁﬁ
ZEE mMR=ZFT—%
FAA=ZTHERZ-E
—RAF=ZA=+—HXK
SERBEEERBREDR
A2 B 2 BRTEE IR
BIEE E IR
AR ZBRAER(R L
XMizka) BT E
BEHEITHR -
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Notes to the Condensed Consolidated
Financial Statements

BEER=E S

For the six months ended 30 September 2015
BE_T-RFNAA=THIEA

10. INTERESTS IN ASSOCIATES 10. RE & A B i) # &=

(Continued) (%)
As at 30 September 2015, the Group had RZZE—HAFALAZ=ZT+
interests in the following associates: B AEERUATEER
RIEARER
Place of Principal Proportion nominal of
incorporation/ place of  Class of value of issued capital Proportion of  Principal

Name of entity ~ registration operation ~shares held ~held by the Group voting power held  activity
gL/ IEEE  AERG AEERRELS
REsH e .1 Xl REmERH FRRARLE  TEEH
30.9.2015 3132015 309015  31.3.2015
3-Rf CRRE CE-1f CE-R
A =R A A
fB =t-B =tR =f-A

Extrawell Bermuda PRC Ordinary 19.14%  19.04%  19.14%  19.14% Development,
R BRE e shares manufacture
LR and sale of
phamaceutical

Longmark (Shanghai) PRC PRC Registered ~~ 4978%  4978%  3333%  33.33% Provision of health
Healthcare Limited %5 hE capital care management
Eh(LE)eREs ihas senices

RisERAT RIURFERRE
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Notes to the Condensed Consolidated
Financial Statements

GEER=E S

For the six months ended 30 September 2015
BE_T-RFNAA=THINEA

11. INVESTMENTS IN CONVERTIBLE 11. RABREFNIRE

BONDS

On 27 April 2013, the Company entered
into the conditional sale and purchase
agreement to acquire (i) convertible
bonds issued by Extrawell in an aggregate
principal amount of HK$320,650,000
(“Sale CB-I") from Dr. Mao, the ultimate
controlling shareholder of the Company
at an aggregate consideration of
HK$320,000,000 (“Consideration |”); and
(ii) convertible bonds issued by Extrawell
in an aggregate principal amount up to
HK$256,200,000 (“Sale CB-Il") from Dr.
Mao at an aggregate consideration up to
a maximum amount of HK$256,000,000
("Consideration 11"). Consideration
| was satisfied by cash consideration
of HK$120,000,000 and issuance of
convertible bonds in the principle amount
of HK$200,000,000 by the Company.
Consideration Il was satisfied by issuance
of convertible bonds in the principle
amount of HK$256,000,000 in four
batches by the Company.

The Sale CB-I and Sale CB-II (collectively
referred to as “Sale CBs"”) are zero coupon
convertible bonds, with a maturity date at
the twentieth anniversary of the issue date
and are denominated in HK$. The Sale
CBs entitle the bond holders to convert
them into shares of Extrawell at any time
during the period commencing from
the date of issuance up to the seventh
business day prior to the maturity of the
Sale CBs, at the conversion price per share
of HK$0.6413, subject to anti-dilutive
clauses.

R-TE—=FmMA=-++
=R N/NCT VAP =l -
EEWE - LB XA
AIRRERKRREEE L
WEBEMETAES R
%8 /3 320,650,000 # 7T &)
BB ES([FEA#R
BEHF—]) BREB
320,000,000 7T ([ £ B
— 1) R)BEB LUK
BREMETASLER
5 /256,200,000 7 7T #
AR ES([FEHRE
BEHZ]) BRE&ZSE
256,000,000 7T ([ £ B
—) e RE—CEHARQF
B $ A (E120,000,000
BELRBETASER
200,000,000 7T 2 Al #2f%
EHEIN - REZEBAE
NEEBN W EITAS
8 /256,000,000/% 7T~ 7]
BRRESST T -

FEANBRBRES - LEFE
AMKRES (5[5
EBRRES]) ATE
AEmRES - BIEA A
TR R -TREFE
B LUBTTEHE - &7
BRELFETESFFEA
R BRITBEHEER
FENRRESFEHAR
ELEYEAR - BEEE
R ES RSB ARBER
n o HHBREATRKMG
0.6413% 7T » EEBX R #
SEIRFRIRHI o
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Notes to the Condensed Consolidated
Financial Statements

BEENS

PR R EE

For the six months ended 30 September 2015

HE—
11.

Z—RFNAA=THIEAER

INVESTMENTS IN CONVERTIBLE
BONDS (Continued)

The acquisition of the first, second,
third and fourth batches of Sale CB-llI,
each batch having a principal amount of
HK$64,130,000, were completed on 24
April 2014, 30 August 2014, 31 December
2014 and 30 April 2015, respectively. On
initial recognition, the fair values of the
liability components of HK$2,572,000,
HK$2,628,000, HK$2,533,000 and
HK$2,801,000 of the first, second,
third and fourth batches of Sale CB-II,
respectively, were determined using the
prevailing market interest rate of similar
non-convertible debts and are carried
at amortised cost subsequently. The fair
value of the embedded conversion option
at the respective acquisition dates, 31
March 2015 and 30 September 2015 are
calculated using the Binomial Model and
taking into account the dilution effect of
the conversion of the convertible bonds.
The inputs into the model were as follows:

11.

ROBRRESNERE
(&)
W REsE —Ht - 5 4t -
_Trt&%E?ttR}rt$%%§
/% 64,130,000 & T 2 £
ErBBKESE - 2258
R-Z—MNEEPA -+
\:%E*EEJ\H =
@¢+ A
EI —HEM
+E| A 4 FE
—4#t - ”’*:ﬁt
t&%@ﬁt
55— A E z
DAl A 2,572,000
7T 2,628,000
+ 2,533,000 & 7T &
2,801,000 7T » Tz Fa{H
AR ESFNIRITTS
FIRBEE - WHR IR
RAGE - -REEWER
H-ZT-RAE=ZA=+—
BER-ZE—FHFHLA=T
H mAXBKREZ R
Wﬁ)ﬂ%ﬁﬁ:lﬁﬁiiﬁ‘ﬁ

&
%ﬁk

iy

ﬂ%ll\ﬁﬁl\\—k'
;»;

ek DFEWN | DD
Eﬂﬂ

& .ﬁ&iﬁﬁ—”ﬁﬂxﬁ
%Z%&Té? o B AFZIE
NZ2BHHT :
WAprl - 30August 30 September 31 March 30 April 30 September
2014 2014 2014 2015 2015 015
“§-pE CE-mE CE-RE C5-RF CE-EE CE-E%
BAZtBE  N\A=1A MBZTE ZEZt-H BA=tR  AB=tA
Stock price HK$0.4 HK$0.335 HK$0.325 HK$0.32 HKS0.55 HK$0.365
RE AT AT AT BT BT AT
Exercise price HKS0.6413 HKS0.6413 HK$0.6413 HKS0.6413 HK$0.6413 HKS0.6413
f1%E AT AT BT AT E AT
Discount rate 18.21% 18.44% 19.04% 1852% 18.76% 18.78%
kS
Rik-free ate( ote 3) 270% 2.28% 224% 172% 181% 1.76%
R
Expected vo\a lity (note 63.71% 62.61% 61.73% 60.46% 58.62% 19%
BHRE()
Expected dividend yie\d (note ¢) 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
BEREMEE (M)
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Notes to the Condensed Consolidated
Financial Statements

GEER=E S

For the six months ended 30 September 2015
BE_T-RFNAA=THINEA

11. INVESTMENTS IN CONVERTIBLE 11. RABRREFHNIRE

BONDS (Continued)

Notes:

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

(b)  Based on the historical price volatility of
Extrawell over the bond period.

(c) Estimated regarding the historical dividend
payout of Extrawell.

During the period ended 30 September
2015, the Group recognised (i) loss on
acquisition of investments in convertible
bonds of approximately HK$62,161,000
in profit or loss which resulted from
differences between the fair value of
Consideration Il of the fourth batch of
Sale CB-Il of HK$117,161,000 and the
aggregate amount of fair value of Sale
CB-Il of HK$55,000,000 as at 30 April
2015; and (ii) subsequent increase in
fair value changes on the derivative
components of investments in convertible
bonds of HK$16,038,000 as at 30
September 2015.

(%)
B -

(@) ZAETIZERMEER
HEBRAES R EZH
MESREE -

(b) EREFIRBEENE
BRI

©  SEAEEAE R SR
fiat -

BE-_Z-—HAFNA=+
AIEERE - NEBEGRE
s FER U B AT R R 5 IR
& 2 E 1B 462,161,000 75
T HEFEOHFE R B
BEHFZNREZZ2AF
E117,161,00078 7T B 1F &
ABMRES R _T—%
EFMA=+HZAFELR
655,000,000 7T 2 Z5E
A RG)VERR AT AR E S
RENTEBD 2 AFE
BEHHENR-_ZT—RAFH
A=+ H110116,038,000/8
ﬁo
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Notes to the Condensed Consolidated
Financial Statements

BEENS

PR R EE

For the six months ended 30 September 2015

HE—
11.

Z—RFNAA=THIEAER

INVESTMENTS IN CONVERTIBLE 11.

BONDS (Continued)

During the period ended 30 September
2014, the Group recognised (i) loss on
acquisition of investments in convertible
bonds of approximately HK$190,194,000
in profit or loss, which resulted from
differences between a) the fair value
of Consideration Il of the first batch
and second batch of Sale CB-Il of
HK$263,975,000 and b) the aggregate
amount of the fair value of Sale CB-II of
HK$40,143,000 and HK$33,638,000 as
at 24 April 2014 and 30 August 2014,
respectively; (ii) fair value loss of the
forward contracts to acquire the third
batch of Sale CB-Il and to issue the
convertible bonds by the Company upon
completion of the first batch of Sale CB-
Il of HK$91,021,000; and (iii) subsequent
decrease in fair value changes on the
derivative components of investments in
convertible bonds of HK$33,780,000 as at
30 September 2014.

As at 30 September 2015, the carrying
amounts of the debt and the derivative
components of the investments in
convertible bonds are HK$29,930,000
(31 March 2015: HK$24,031,000) and
HK$301,574,000 (31 March 2015:
HK$233,337,000), respectively.

ROBRRESNERE
(&)
HE_Z-—NFALAZ=T
HIEHE  mEEORIE
s R U BE AT AR (E 5 1%
& 7 &5 18 % 190,194,000
BT BRI ERa) E—
HRE _HEFEETBRRE
S 22RE=ZZ2AFE
263,975,000/ 7 ¢ E2b) #F
ERABRRESE-DRIR=Z
—HFEMNA=-+MER=
—mENA=ZTBZR
F{E4E%E40,143,00075 7T &
33,638,000/8 T/ & 2 =58
& (AR RIRTEKE
—WEFETRRES B
BE-MEEATRRES
—&ﬁﬁTﬁkE%ﬁ%
REBREHZ AFEESE
91,021,000 7t & K (iii) &
BRERATBRBRESEE Y
PTERDRFEEHR =
T-NFNALA=ZFTHRED
33,780,000/ 7T °

—RAFNLA=T+
BRABEKES
TEHX D Z2EREE
ﬁJ#32993oooo/%;m
—E-RFE=ZA=+—
B : 24,031,000 7T) &
301,574,000 8 T ( = &
—HE=A=+—8":
233,337,000 7T) °

.W“H

U)%‘ﬁm%
ﬁlﬂx
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Notes to the Condensed Consolidated
Financial Statements

GEER=E S

For the six months ended 30 September 2015
BE_T-RFNAA=THINEA

12. INTANGIBLE ASSETS 12. BEEE

The intangible assets represent an in-
process research and development project
involving an oral insulin product (the
“Product”) (the “In-process R&D"). The
patents of an invention “a method of
production of oil-phase preparation of
oral insulin (— @& O MR FE S =848
S E)753%)" in relation to the Product
are registered under the joint names
of Fosse Bio-Engineering Development
Limited (“Fosse Bio”) and Tsinghua
University, Beijing (“THU") granted
by State Intellectual Property Office
of the PRC and United States Patent
and Trademark Office of the United
States of America on 4 August 2004
and 28 March 2006 respectively and
will be expired on 20 April 2021 and
12 April 2022 respectively. Fosse Bio
is a subsidiary of Smart Ascent, which
became a subsidiary of the Company
upon completion of the acquisition on 28
July 2014. In addition, Fosse Bio and THU
have entered into the agreements in 1998
(the "THU Collaboration Arrangement”)
in connection with the research and
development of the Product. Pursuant
to the THU Collaboration Arrangement,
which expires in 2018, Fosse Bio would
be entitled to commercialise the relevant
technologies of the Product and to
manufacture and sell the Product on
an exclusive basis, and THU, is entitled
to 1.5% of Fosse Bio's annual sales
upon commercialisation of the Product.
Accordingly, Fosse Bio has the exclusive
right for the commercialisation of
the Product for the duration of the
unexpired term of the THU Collaboration

BEEEESEORRS
ZEER([ZER]) E®E
ETHEEE ([HEB
Bl) - —BEEBZEM®
2 EBEEBEORRKRE X
HARREI M E 2 EF
NETEDIIRER A A
(TE]) Rt miEEKRE
(IBERE2|)EREE
Ei o WP BBERME
ERREEEBEREFR
BAEZRA AN _ZTZTMF
NANB R ZZEERF=
AZ+NBEL - ¥#D
IR T —FNA =+
AkZZEZZFMNA+=
BRI - @ER2ELEZH
BARE  WHRARREZ
TZ—mNFEF+tA=Z+N\HBHRE
PG ¥ W= T /N odl )
BRR - bih BEKRE
ERBR-NANANFEET
LIEBBAMMBEZERZ W
HZ(TAEHERZE]) -
BEZER T —N\F5
HrzaEfEms - &t
EEERItZERZER
Bk BREERBEZ
B MBERSBEER
ZEDERILTEXEZHE
BE15% 2 FHEH -
Bt BEEAEWHER
FTAEMTFEHEANESR
Mt ZERZEBE -
BRI AR E S EIR
NEEFEEEE - AF
BfELAFERAEEBER
ETTERIREZRS
METEA - BEBREIE
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Arrangement. The recoverable amount of
the In-process R&D is determined based
on fair value calculations. The fair value
calculation used cash flow projections,
prepared by the management based on
certain key assumptions. The expected
future economic benefits attributable
to the In-process R&D approved by the
management cover a 10-year period
and a discount rate of 27.99% was
used. The management believed that
any reasonably possible change in any
of these assumptions used in cash flow
projections would not cause the carrying
amount of In-process R&D to exceed
the recoverable amount. Other key
assumptions for fair value calculations
related to the estimation of cash inflows
which include budgeted sales and gross
margins where such estimation is based
on management’s expectations for the
market development.

Furthermore, PRC legal advisors of the
Company have informed that if the
THU Collaboration Arrangement is early
terminated or expired, Fosse Bio will no
longer have the exclusive right of the
commercialisation of the Product. Either
of Fosse Bio or THU will have the rights
to independently commercialise the
patented product, without the consent
from each other. However, given that
THU is an educational unit and does
not engage in commercialisation of the
Product, the Directors have prepared the
cash flow projections for the ten year
period using the assumption that Fosse
Bio will continue to have exclusive right
for commercialisation of the Product after
2018.

Notes to the Condensed Consolidated
Financial Statements

BEER=E S

For the six months ended 30 September 2015
BE_T-RFNAA=THIEA

12. INTANGIBLE ASSETS (Continued) 12.

B EEZ)

2RI 2 TEE R
RAEFZZME106H -
WHERFH27.99% 2 BRI =R -
EREMRRE ZEARE
SRETEAZBEZEM
RIBA AL G T EEHK
e ERE 2 BRE AR A
el & 58 - HEAh ARG
BERAZRAFEFTE
Z2EFERBE  BREHEEE
BENEFR 2ERERE
BHETHEE 2 BHEL -

SN AR R Z B2
BECRT  BE&EN
AR R ILSER
BEBTBEAEMILZ
EmZEARE - BHERF
FEREEM— TR EL
ez O R EEN 2 E miE
TRmIE - MBAE TR
B A BERIBEKRE
ECHAERBMLEST
ZEmZBAmE  EFE
MEREREER 2N
FrREEBREBRILZE
mZERE  RETFY
ZBRERETER -
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Notes to the Condensed Consolidated

Financial Statements
4R S M SRR M &L

For the six months ended 30 September 2015
BE_T-RFNAA=THINEA

12. INTANGIBLE ASSETS (Continued) 12. R EE (&)

Based on the recoverable amount
estimation, the directors of the Company
are in the opinion that no impairment on
the In-process R&D should be recognised.
13. TRADE RECEIVABLES
The credit terms granted by the Group to
its customers generally range from 30 to
180 days.

The following is an analysis of trade
receivables by age, presented based on
the invoice dates, which approximated the
respective revenue recognition dates at
the end of the reporting period:

30 days or less
30 AT

31 to 60 days
31260H

61 to 180 days
61£180H

13.

RIFA Bl & B &N
RAEEZERR  BEAKRH
FREMERRE -

H 5 RWERM
AEBERTFTREFEZEER
—#RA30E180H8 -

REBEZHZAHEGHEA
KSR 2R B HE
EIEXIPATE ) T
AT

At

31 March
2015

»
“T—AhF
—A=+—H
HK$'000
FET
(audited)
(lBE%)

2,610
1,765

5,617

9,992

EMBEREVREERDT o —T—1/—"FhliHRE



Notes to the Condensed Consolidated
Financial Statements

R RRAR S B AR MY EE

For the six months ended 30 September 2015
BE_T-RFNAA=THIEA

14. TRADE PAYABLES 14. EZERMAERR
The following is an analysis of trade BORMNERZERAH
payables by age, presented based on the 25| ZBREDHAT -
invoice date:
At
31 March
2015
i
“T-hF
=A=+—"H
HK$'000
TET
(audited)
(&%)
30 days or less 2,541
30HEAT
31 to 60 days 1,714
31260H
61 to 180 days 2,844
61£180H
Over 180 days -
1808 A £
7,099
15. CONVERTIBLE BONDS 15. ATRARES
Pursuant to the placing agreement and RER-_FT-—=F_A
subscription agreement entered on 18 TABRIZZ &
February 2013, the Company issued KRB E - ADAR
convertible bonds (“Convertible Bonds") —E-=ZFXA+—H
with coupon rate of 0.1% per annum RHEZTEEFEE
and an aggregate principal amount of 01% 2 A EZ ([ 7
HK$133,000,000 at par on 11 June 2013. BmRES]) XS BER
The Convertible Bonds mature on the 133,000,000 7T * A 2%
tenth anniversary of the date of issue. BEHFNETH R TR

FEBIIEH-
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Notes to the Condensed Consolidated
Financial Statements

GEER=E S

For the six months ended 30 September 2015
BE_T-RFNAA=THINEA

15. CONVERTIBLE BONDS (Continued) 15. Al &% (4&)

The Convertible Bonds entitle the bond
holders to convert them into shares of
the Company at any time within 10 years
from the date of issue of the Convertible
Bonds, at the conversion price per share of
HK$0.4, subject to anti-dilution clauses.

If the Convertible Bonds have not been
converted, they will be redeemed at par
on the tenth anniversary of the date
of issue. The Company is allowed at
any time since the date of issue to the
maturity date, to redeem all or part of the
outstanding Convertible Bonds at par any
time from the date of issuance together
with interest accrued to the date fixed
for redemption by giving not less than
14 business days’ notices to the bond
holders.

The Convertible Bonds are issued in
HK$. The Convertible Bonds contain
two components, liability (together
with embedded derivative for early
redemption right by the Company which
is closely related to the host debt) and
equity components. On 11 June 2013,
the fair value of the liability component
was HK$13,938,000, which has been
determined by the discounted cash flow
approach using the prevailing market
interest rate of similar non-convertible
bonds and taking into account the
credit risk of the Company. The equity
component is HK$117,416,000, which
is the difference between the proceeds
received and the fair value of the
liability component, net of transaction
costs attributable to the liability and
equity components of HK$193,000 and
HK$ 1,646,000 respectively.

MERESE TESRE
ARER - REBTABRMRE
% H #1& + & M BE R 5 7T
BREFBRAARRAR
o ERERTREMD0.4
BT AXREBHEARR
) o

i AT 40 B (B 5 R B 4
AR 1T H B A+ 8
FERREETAMEMD
ARARBETHHEEE
HARZEMER - BE
AEAFFEABHTDR
THEEER 2B - A
BEAT A MR EMERZ
EHEZRAEMRERDR
HALEMES A S EE 2
EREkER D R E R 2 Al R
[CEa

Al AR B H A T B AT -
AR ESFREEECGER
HIraBEERRAELHE
7R A A] 175 B A ME B A
FE@mAXITETIR) R
BEMBD  cR_T—=
FRNA+—H BEHD
2 AF1{8413,938,000/%
T NBERMBARERE
& FIABEUIET R E
FMMITM B EEE -
Ytk AQAAzZEER
% o 125357 117,416,000
BT IESBRBERE
wmE DR ZKAD R
193,000% 7T % 1,646,000
BITE - FTELZ TS
HHAERH» 2 AFEZ
B o
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Notes to the Condensed Consolidated

Financial Statements
AR S M R R MEE

For the six months ended 30 September 2015
BE_T-RFNAA=THIEA

15. CONVERTIBLE BONDS (Continued) 15. FI#REZ (&)

During the period ended 30 September
2014, Convertible Bonds with aggregate
principal amounts of HK$6,800,000 were
converted into ordinary shares of the
Company.

The movement of liability component of
Convertible Bonds for the period is set out

HE-_T-—WOFAA=T
BIESE AemEA
6,800,000 7T 2 A] #L AR &
FEHIR SRR A LB o

H1P0 A IR 15 3 2 B D
SEBBIIMT :

below:
Principal Carrying
amount amount
b NG SREE
HK$'000 HK$'000
T FHT
As at 1 April 2014 (audited) 6,800 853
RZZT—NEMNA—RA(EEZ)
Interest charge (Note 5) - 65
F B FZ (BFES)
Conversion to ordinary shares (6,800) (918)

iR ST R

30 September 2014 (unaudited)
ZE-MFNA=FTHCREERZ)

As disclosed in Note 11, the Company
issued convertible bonds in an aggregate
principle amount of HK$436,800,000
and HK$51,200,000 respectively on 25
October 2013 and 27 December 2013
(collectively referred to as “Convertible
Bonds 1”) for the acquisition of Sale CB-I
and 450,000,000 ordinary shares of
Extrawell. The Convertible Bonds | with
a zero coupon rate mature on the tenth
anniversary of the date of issue.

MM E - K
NAER-_E—=%1+A4
—t+HRHBEBEREZ-ZZE—=%F
+—A=-t+tB#ETASE
#5857 Bl A2436,800,000/8
7T %.51,200,000 3% 7T &9 7]
B ES (TR [T RE
F—1) WKBFEETR
& % — 2 450,000,0000%
RELTER - JBRRES
—ZEMERAET PR
THEHRRERF+BREFEHE
Hi o
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Notes to the Condensed Consolidated
Financial Statements

GEER=E S

For the six months ended 30 September 2015
BE_T-RFNAA=THINEA

15. CONVERTIBLE BONDS (Continued) 15. Al &% (&)

The Convertible Bonds | entitle the bond
holders to convert them into shares of the
Company at any time within 10 years from
the date of issue of the Convertible Bonds
|, at the conversion price per share of
HK$0.4, subject to anti-dilution clauses.

If the Convertible Bonds | have not been
converted, they will be redeemed at par
on the tenth anniversary of the date of
issue.

The Convertible Bonds | are issued in HK$.
The fair values of the liability component
were HK$42,886,000 and HK$4,981,000
for the Convertible Bonds | issued by the
Company at 25 October 2014 and 27
October 2014 respectively, which has
been determined by the discounted cash
flow approach using the prevailing market
interest rate of similar non-convertible
bonds and taking into account the credit
risk of the Company. The fair values of
the conversion option of HK$671,267,000
and HK$82,161,000 were classified as the
equity component for Convertible Bond
| issued by the Company at 25 October
2014 and 27 October 2014 respectively,
and are calculated using Binomial Model.

On 27 June 2014 and on 16 June 2015,
Convertible Bonds | with aggregate
principal amounts of HK$60,400,000
and HK$40,000,000 respectively were
converted into ordinary shares of the
Company.

AmikESs BT ESR
BARN  RETABRR
B B R T FAERS
R ES - ERRAR
Al BREAERK
00487 » AR REEK
TR

A A E S — REE
o RS T B BB
THEFERAREETNE
@ o

AR (E S — A B T
1T RRBR-_ZT—ME
+A-+HEBR=-Z—MX
F+A-_++tRBEITAHR
BREHF—BEXSAF
B9 5l A42,886,000 7 T
%4,981,000/87C © JyiE i@
BHIRIRERENE - PR
LERT R ESFNBITT
GREEE @ WEFTRAEAR
RIZEERE - AR AR
—E—FE+A=-+HH
E—TE—MNF+A=-++
AgITZAIBREKRES—5
HARZBHI ZRBRER
F1EH B A671,267,0007
7T 182,161,000 7T * Jb
HAZEARXHE -

RZE—WFA=++H
R=Z—A<A+KE &
£ 4% 511 /560,400,000
7t 140,000,000 7T 2 Al
BEHF—BEEBIRARARE
Bk -
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Notes to the Condensed Consolidated
Financial Statements

BEER=E S

For the six months ended 30 September 2015
BE_T-RFNAA=THIEA

15. CONVERTIBLE BONDS (Continued) 15. FI#REZ (&)

The movement of the liability component RREL B A - AT IRAR (&
of Convertible Bonds | for both periods is F—AERS 2 EEHH
set out below: UM
Principal Carrying
amount amount
r&E IREE
HK$'000 HK$'000
FAT FHET
As at 1 April 2014 (audited) 476,000 51,375
RZZT—NEFEMNA—RAEEZ)
Interest charge (Note 5) - 5,915
MEFZ (FIEES)
Conversion to ordinary shares (Note 16(a)) (60,400) (6,928)

ik A E Rk (MsE16(a)

30 September 2014 (unaudited) 415,600 50,362
“E-NFENA=TH(REEX)

As at 1 April 2015 (audited) 415,600 56,547
RZZE—RFMNA—-B(EEZR)

Interest charge (Note 5) - 6,518
M ER < (BIFES)

Conversion to ordinary shares (Note 16(c)) (40,000) (5,702)

e EmAR (M E16(c))

30 September 2015 (unaudited) 375,600 57,363
—E-RAFNA=ZTHCKREEZ)
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Notes to the Condensed Consolidated
Financial Statements

GEER=E S

For the six months ended 30 September 2015
BE_T-RFNAA=THINEA

15. CONVERTIBLE BONDS (Continued) 15. Al &% (&)

As disclosed in Note 11, the Company
issued convertible bonds in an aggregate
principle amount of HK$64,000,000,
HK$64,000,000, HK$64,000,000 and
HK$64,000,000 respectively on 24 April
2014, 30 August 2014, 31 December
2014 and 30 April 2015 (collectively
referred to as “Convertible Bonds I1I") for
the acquisition of Sale CB-II first, second,
third and fourth batches respectively. The
Convertible Bonds Il with zero coupon rate
will mature on the tenth anniversary of the
date of issue.

The Convertible Bonds Il entitle the bond
holders to convert them into shares of
the Company at any time within 10 years
from the date of issue of the Convertible
Bonds Il at the conversion price per
share of HK$0.4, subject to anti-dilution
clauses.

If the Convertible Bonds Il have not been
converted, they will be redeemed at par
on the tenth anniversary of the date of
issue.

MK EE - &
ARER_T—EWFMNEA
—+mE  ZZE—mEN
B=+8H - -=—ZE—&E
+=—A=+—BRK=F
—HFEMA=+HETA
& #8585 Bl 564,000,000
7 JT © 64,000,000 & T -
64,000,000 7T & 64,000,000
BT ATBRES (SR
(AR AES = 1) A2 5l
WEESE—4t - -4t - 5
— R FE M FE A AR
EhF— - JlREHFR -2
ZHEEXRAT  REITH
HRstHAFE AEIE -

AHRRES B TESHH
BAEN  RETAHRR
B = A MR+ F AR
AR E S —ER AR
RAEARD HERESER
rfn0.4 T AR RES
TERTRBR ] -

WA dkEs - KEE
B’ QSR 3T A B A
TEFEAKEETUNE
g o
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Notes to the Condensed Consolidated
Financial Statements

BEENS

PR R EE

For the six months ended 30 September 2015

HE—
15. CONVERTIBLE BONDS (Continued) 15. RJ#%

Z—RFNAA=THIEAER

The Convertible Bonds Il are issued in HK$.
The fair values of the liability components
were HK$6,622,000, HK$6,916,000,
HK$7,577,000 and HK$7,790,000 for
the Convertible Bonds Il issued by the
Company at 24 April 2014, 30 August
2014, 31 December 2014 and 30 April
2015 respectively, which has been
determined by the discounted cash flow
approach using the prevailing market
interest rate of similar non-convertible
bonds and taking into account the credit
risk of the Company. The fair values of the
conversion option of HK$131,454,000,
HK$118,983,000, HK$112,597,000 and
HK$109,371,000 classified as equity
components for the Convertible Bonds
Il issued by the Company at 24 April
2014 and 30 August 2014, 31 December
2014 and 30 April 2015 respectively are
calculated using Binomial Model. The
inputs into the model were as follows:

B2 (2)
AR ES — A T
ﬁ°$®a<:§*@
FOMA=-—+MWA  =F
—mENA=+H =T
—mF+—_A=+—HK
—_Z—HAFWMA=1+H
%hzﬂﬁ&%%:%
BEHDPZAFEDNE

6,622,000/ 7T * 6,916,000
% T 7,577,000 % T &
7,790,000 7T » JhiE B AL
R\ mER - FABEMU
JEAIMRESMRITM S
FEEFE » WEFRARQA
ZIEERR - RAFR

T—EPMA=-+MA -
—ZT—-WFENR=+H"
—E-WEFEF A=+
A -—Z—hFWNA=+
ABTZABRRKRES — 5
HARGBY 2BRBRER
F &5 Bl A 131,454,000
7 Jr -~ 118,983,000
JC 112,597,000 7 7T &
109,371,000/ 7T * J3ERA
ZIEAERXGHE c ZER

ZEABENT ¢
Principal amount of HK$64,000,000
K4564,000,000 7
24 April 30 August 31 Decemhber 30 April
2014 2014 2014 2015
“E-IE —E-QF —E-|mF “E-1f
MA-+mA NA=tB f=ZR=t-AH MA=+H
St?ék price HK$ 1427 7T HK$1.19% 7T HK$1.165 7T HK$ 1165 7T
RE
Exe%c%sie price HK$0.40% T HK$0.40% T HK$0.407 7T HKS$0.407% T
e
Discount rate 25.46% 24.92% 23.78% 23.44%
BRE
Risk-free rate (note a) 2.20% 1.84% 1.85% 1.48%
ERRHE (M)
Expected volatility (note b) 84.57% 82.53% 80.79% 79.49%
R
Expected dividend yield (note ¢) 0.00% 0.00% 0.00% 0.00%

BAREMEE (K
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Notes to the Condensed Consolidated

Financial Statements
AR E MR R MEE

For the six months ended 30 September 2015

BE—Z-RAFNAA=+TRILEA

15. CONVERTIBLE BONDS (Continued) 15. Al &% (4&)

Notes: fizE -

(@)  The rate was determined with reference to (@) ZAHMEDL2ERGEEBR
the yields of Hong Kong government bonds MEBBRESRES
and treasury bills as at the date of valuation. MZESEERE °

(b)  Based on the historical price volatility of the (b)  ERNEZFHEAR A
Company over the bond period. BERRERIE o

() Estimated regarding the historical dividend () BMARRABERBEIR
payout of the Company. st e

None of Convertible Bonds Il was B HR AR - B A

converted into ordinary shares of the

BRIRES —EEBRAERA

Company during both interim periods. AlE AR -
The movement of the liability component R EHRE - ATRRES
of Convertible Bond Il for both periods is —ZBERD 2 BEBEHT
set out below: o
Principal Carrying
amount amount
r&EE IREE
HK$'000 HK$'000
FHET FHT
As at 1 April 2014 (audited) - -
RZZ—MFEMA—B(&EZR)
Issuance of Convertible Bonds Il 128,000 13,538
BATARRES —
Interest charge (Note 5) - 826
MERZ (FIFES)
30 September 2014 (unaudited) 128,000 14,364
ZE-NFENA=THCREER)
As at 1 April 2015 (audited) 192,000 24,061
RZT—RFMA—B(BFEZ)
Issuance of Convertible Bonds |l 64,000 7,790
BATARRES —
Interest charge (Note 5) - 3,517
A 2B (FIFES)
30 September 2015 (unaudited) 256,000 35,368

—E-RFNA=THCREER)
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As disclosed in Notes 19, the Company
issued convertible bonds in an aggregate
principle amount of HK$715,000,000 on
28 July 2014 (collectively referred to as
“Convertible Bonds llI"”) for the acquisition
of 51% equity interest in Smart Ascent.
The Convertible Bonds Il with a coupon
rate of 3.5% per annum mature on the
seventh anniversary of the date of issue.

The Convertible Bonds Ill entitle the bond
holders to convert them into shares of the
Company at any time within 7 years from
the date of issue of the Convertible Bonds
Ill, at the conversion price per share of
HK$2.5, subject to anti-dilution clauses.

If the Convertible Bonds Ill have not been
converted, they will be redeemed at par
on the seventh anniversary of the date of
issue.

The Convertible Bonds Il are issued
in HK$. The fair value of the liability
component was HK$233,547,000 for
the Convertible Bonds Ill issued by the
Company at 28 July 2014, which has been
determined by the discounted cash flow
approach using the prevailing market
interest rate of similar non-convertible
bonds and taking into account the credit
risk of the Company. The fair value of the
conversion option of HK$136,646,000
was classified as the equity component
for the Convertible Bonds Il issued by the
Company at 28 July 2014 and is calculated
using Binomial Model. The inputs into the
model were as follows:

Notes to the Condensed Consolidated
Financial Statements

BEER=E S

For the six months ended 30 September 2015
BE_T-RFNAA=THIEA

15. CONVERTIBLE BONDS (Continued) 15. FI#REZ (&)

S0P EE 19T BE 0 A
ARBER=ZE—NE+ A
TN NBETEASEEE
715,000,000 7 JT Ay A] #
REH (G [ Rk ES
=) NREEEGRA
A151% A% - AR EH
—ZEAFEEAE35%
RETHHRFEBFE
HE|E] -

AR ES=E T ESRF
BARN  RBETAHRR
E5 = HHR L FRRER
BBk ES BB AR
REED  BRERER
Betn2. 587 AR REE
{ERFRIR B o

WrAmkEr = KEE
%o AR 3AT B B
tBEFE AREET AR
8] o

AT E 5 = LA T %
T RRBR T —MF
tA -+t BTz
BREF=ZBBIFH AT
& /& 233,547,000 % 7T -
T BRI REE
FABLETRRESHN
WITMSHEEE - Wit
MARRAGBZEERR - &
ANAR—E—NE LA
Z+NBESTZABRRKRE
FonEhERES 2]
& #E A F1E5136,646,000
B DERAZBEAER
AEomARERNZZ2H
o
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Notes to the Condensed Consolidated

Financial Statements
AR E MR R MEE

For the six months ended 30 September 2015
BE_T-RFNAA=THINEA

15. CONVERTIBLE BONDS (Continued) 15. FJ#REZ (&)

Stock price

(8

Exercise price

1718

Discount rate

BN K

Risk-free rate (note a)
b A = (P FEa)
Expected volatility (note b)
TR BRI b8 (P 5Th)
Expected dividend yield (note c)
8BRS a2 (MY aEc)

Notes:

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

(b)  Based on the historical price volatility of the
Company over the bond period.

(c) Estimated regarding the historical dividend
payout of the Company.

None of Convertible Bonds Il was
converted into ordinary shares of the
Company during both interim periods.

28 July 2014
principal amount of
HK$715,000,000

—E2-mFEELtA=TNR
72~ £%8715,000,0007% T

HK$1.27%& 7T
HK$2.5% 7T
24.67%
1.63%
80.04%

0.00%

Wi

(@) #ZAEIZEREER
HEBRFES LESF

SETES TR
() EAEHMERA A
B AR IE -
© REXATHBERE
EAHEEHEH -

B FIER EREARY - A
S PRl E VRN
ARE -
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Notes to the Condensed Consolidated
Financial Statements

BEER=E S

For the six months ended 30 September 2015
BE_T-RFNAA=THIEA

15. CONVERTIBLE BONDS (Continued) 15. FJ#REZ (&)

The movement of the liability component RREL B - AR E 5
of Convertible Bond Il for both periods is ZEENBH 2EFHIEHN
set out below: s
Principal Carrying
amount amount
r&E IRTEE
HK$'000 HK$'000
FAT FHET

As at 1 April 2014 (audited) - -
RZZE—MUFEA—A(&FEZ)

Issuance of Convertible Bonds Il 715,000 233,547
BT BRRES=
Interest charge (Note 5) - 9,168

A SR s (B 3E5)

30 September 2014 (unaudited) 715,000 242,715
“E-NFENA=TH(REEX)

As at 1 April 2015 (audited) 715,000 270,792
RZZE—RFMNA—-B(EEZR)

Interest paid - (25,025)
BEAHLE

Interest charge (Note 5) - 27,289

8532 (B aES5)

30 September 2015 (unaudited) 715,000 273,056
—E-RAFNA=ZTHCKREEZ)
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Notes to the Condensed Consolidated

Financial Statements
AR E MR R MEE

For the six months ended 30 September 2015
BE_T-RFNAA=THINEA

16. SHARE CAPITAL 16. B4
Number of Share
shares capital
RGEA [
‘000 HK$'000
TR T
Ordinary shares of HK$0.01 each
FRREEC.01B I AR
Authorised:
JETE ¢
As at 1 April 2014, 30 September
2014, 1 April 2015 and
30 September 2015 50,000,000 500,000
RNZZE—MNFmMA—A -
—ET-mOFNAAR=+AH"
—E-RAFHA—HK
—ET-RFENA=T+H
Issued and fully paid:
BEETEHE -
As at 1 April 2014 (audited) 1,136,193 11,362
NZE—OFMA—H(EFZ)
Conversion of Convertible Bonds |
(note a) 151,000 1,510
R R ES — (Hiita)
Conversion of Convertible Bonds
(note b) 17,000 170
EmaT R E S (MEEb)
As at 30 September 2014 (unaudited) 1,304,193 13,042
RZZT—MNFNA =18 CREFEZ)
As at 1 April 2015 (audited) 1,304,193 13,042
RZT—RFMNA—RA(EEZ)
Conversion of Convertible Bonds |
(note ¢) 100,000 1,000
IR AR ES — (5o
As at 30 September 2015 (unaudited) 1,404,193 14,042

RZZE-—RFNA=THCRESEZR)
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Notes to the Condensed Consolidated
Financial Statements

BEER=E S

For the six months ended 30 September 2015
BE_T-RFNAA=THIEA

16. SHARE CAPITAL (Continued) 16. BRA&(&)

Notes: Bt 7
(@ On 27 June 2014, 151,000,000 new @ RZZT-—DmOEARA
ordinary shares of the Company of HK$0.01 = paaElE 7S A E
each were issued upon the conversion of 151,000,000 & f& H
Convertible Bonds |. Convertible Bonds H0.01B L2 Tl
| with aggregate principal amount of RERAIBRRES &
HK$60,400,000 were converted into BT o ATHBRR
151,000,000 ordinary shares of the BEHF —Z2ASHBER
Company at a conversion price of HK$0.4 per 60,400,000 7T © B8
share. #4151,000,000% 4
RAEBER  BRER
FRRO.4BTT -
(b)  On 22 July 2014, 17,000,000 new ordinary b)) RZZTE—-—MWME+LA

shares of the Company of HK$0.01 each
were issued upon the conversion of
Convertible Bonds. Convertible Bonds
with aggregate principal amount of
HK$6,800,000 were converted into
17,000,000 ordinary shares of the Company
at a conversion price of HK$0.4 per share.

On 16 June 2015, 100,000,000 new
ordinary shares of the Company of HK$0.01
each were issued upon the conversion of
Convertible Bonds I. Convertible Bonds
| with aggregate principal amount of
HK$40,000,000 were converted into
100,000,000 ordinary shares of the
Company at a conversion price of HK$0.4 per
share.
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—+=-H  AARAA
17,000,000 & &
AEO.OIELZHE
AR E AR R & H
EE BRI - AR
BEHZASHBER
6,800,000/ 7T + B 8
717,000,000 A A 7)
TRk EREAER
0.47T °

RZZE—HFA~A
+ X8+ X RQF
100,000,0000% & B
BO.0V BTz LR
BERATHRRES &
BT o AR
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40,000,000/ 7T ' B8
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Notes to the Condensed Consolidated
Financial Statements

GEER=E S

For the six months ended 30 September 2015
BE_T-RFNAA=THINEA

17. FAIR VALUE MEASUREMENT 17. €M T A2 A FEF

OF FINANCIAL INSTRUMENTS
Fair value of the Group’s financial
assets that are measured at fair
value on a recurring basis

Some of the Group’s financial assets are
measured at fair value at the end of each
reporting period. The following table gives
information about how the fair values
of these financial assets and financial
liabilities are determined (in particular, the
valuation technique(s) and inputs used), as
well as the level of the fair value hierarchy
into which the fair value measurements
are categorised (levels 1 to 3) based on
the degree to which the inputs to the fair
value measurements is observable.

o Level 1 fair value measurements are
those derived from quoted prices
(unadjusted) in active market for
identical assets or liabilities;

o Level 2 fair value measurements are
those derived from inputs other than
quoted prices included within Level
1 that are observable for the asset or
liability, either directly (i.e. as prices)
or indirectly (i.e. derived from prices);
and

. Level 3 fair value measurements
are those derived from valuation
techniques that include inputs for
the asset or liability that are not
based on observable market data
(unobservable inputs).

&
R E A
FEHEZARES
MREZAVE

AEERLOEHEENE
REHREATFEFE -
NRATEE R H R E
EZETMEERTRA
Bz R FHECCEZMAMG
ENERBASE) AR
NRAFEFERAREZ
BERREERERARF
EtETAED 2 AFE
RERRN(E—EE=M) -

. FHATEAER
BEHRRAEEHARBRR
R IS PTE R
(REHEE)BH

* FHATEER
BE—AEFAZIE
Sh - RIBEEREIE
A EE(BER) fH
Z(BBERITE) R
EWABERHSH &

s EB=H/ATEER
RAR A AL FEAR IR 7]
BRmSEN (EX
BRaANEH)ZE
EXBBERAENZ
HETESE
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Notes to the Condensed Consolidated
Financial Statements

BEENS

PR R EE

For the six months ended 30 September 2015

BE—Z-RAFNAA=+TRILEA

17. FAIR VALUE MEASUREMENT 17. €T A2 A FEF

OF FINANCIAL INSTRUMENTS (&)
(Continued)
Fair value of the Group’s financial REKEHEERA
assets that are measured at FTEHIFEZEAEEHS
fair value on a recurring basis MEEZATEE)
(Continued)
Relationship of
Valuation Significant unobservable
Fairvalueasat  Fairvalue technique unobservable  inputs to fair
Financial assets 30 September 2015 hierarchy  and key inputs inputs value
H-%-1% YR #ERER EXTTEE  TUREBHEH
SHER ABZTAZATE  RESE  TEBAEE BAEE DVEZBE
Available-for-sale Listed bonds and Level 1 Quoted bid pricesinan N/ NA
financial assets equity investments - active market.
HK$6,835,000
(31 March 2015:
HK$6,887,000)
TRHEeRAR IR RRERE- -4 WERTHAREAE: TER AER
6,835,000%7(=%
—RF=f=t-R:
6,887,000%7)
Conversion options Assets - Level 3 Binomial model Expected volatility The higher the
embedded in Sale (B HK$301,574,000 of the share price - volatility of the
and Sale CB-Il classified as (31 March 2015: The fair value is of Extrawell, share price of
financial asset at fair value HK$233,337,000) estimated based on risk ~ determined by Extrawell, the
through profit or loss in the free rate and share price  reference tothe  higher the fair
condensed consolidated (from observable market ~historical share ~ value.
statement of financial data), volatility of the ~ price of Extrawell
position. share price of Extrawell
and dividend yield and
exercise price.

ANBREREEIHAR B =0 ZHEES BozRERE  REREREEL
m’n}ﬁﬁf \FEER 3015740007 REEEL AFEES
%ﬁ‘éé‘z E74% (231521 ATEERERRTE Tmﬁﬁxfﬁﬁﬁﬁfﬂ’év
Er-RFETREES. =1-8: JOTHVEREGE |
i 233,337,000570) vé\ BERERE

ReMERRiTE R -
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Notes to the Condensed Consolidated
Financial Statements

GEER=E S

For the six months ended 30 September 2015
BE_T-RFNAA=THINEA

17. FAIR VALUE MEASUREMENT 17. €M T A2 A FEF

OF FINANCIAL INSTRUMENTS

(Continued)

Fair value of the Group’s financial
assets that are measured at
fair value on a recurring basis
(Continued)

There is no transfer between different
levels of the fair value hierarchy for the
periods ended 30 September 2015 and
2014.

The directors of the Company consider
that the carrying amounts of financial
assets and financial liabilities recorded
at amortised cost in the condensed
consolidated financial statements
approximate their fair values.

B(#E)

RIEH EEAER A
FENEZAEES
MEEZAFEE)

REBEEZZT—RAFR=Z
—MmMEAAR=+HILH
M TRAFEEESR
2 B AT R -

RAREERR  NEH
fRE B S RR M LA SR
RIRZEMEENR SR
BEZEEEEEAFE
HE -
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Notes to the Condensed Consolidated
Financial Statements

BEER=E S

For the six months ended 30 September 2015
BE_T-RFNAA=THIEA

17. FAIR VALUE MEASUREMENT 17. €T A2 A FEF
OF FINANCIAL INSTRUMENTS B(#)

(Continued)
Reconciliation of Level 3 fair AR EFRENE
value measurements of the BOZE=RAFLE
derivative component of the FFEZHERR
investments in convertible bonds

Derivative

component

of the

Derivative  investments
financial in convertible

instruments bonds Total
TRRES
REZ
TESMIA fiERD @zt
HK$'000 HK$'000 HK$'000
FET TAT TR
As at 1 April 2014 (audited) - 195,695 195,695
RZZ-MFEMNA—B(EFH)
Fair value recognised upon acquisition (91,021) (33,780) (124,801)
Wik EBRZ ATE
Change in fair value gain in profit or loss - 68,581 68,581
ATBEEYRBERT s
As at 30 September 2014 (unaudited) (91,021) 230,496 139,475
RZB-EFENR=TRA(REER)
As at 1 April 2015 (audited) - 233,337 233,337
RZZE-RFNA-B(EFH)
Fair value recognised upon acquisition - 52,199 52,199
e RRAZ ATE
Change in fair value gain in profit or loss - 16,038 16,038
ATEEBRERT 2 MR
As at 30 September 2015 (unaudited) - 301,574 301,574

R-E-RENA=TH(KEER)

72  Innovative Pharmaceutical Biotech Limited e Interim Report 2015/16



Notes to the Condensed Consolidated
Financial Statements

GEER=E S

For the six months ended 30 September 2015
BE_T-RFNAA=THINEA

17. FAIR VALUE MEASUREMENT 17. €8T A2 A FEF

OF FINANCIAL INSTRUMENTS
(Continued)

Reconciliation of Level 3 fair
value measurements of the
derivative component of the
investments in convertible bonds
(Continued)

All the total loss recognised in profit or
loss relates to the conversion options
embedded in Sale CB-I and Sale CB-Il and
derivative financial instruments held at the
end of the current reporting period which
is included in “Other gains and losses”.

Fair value measurements and
valuation processes

The management of the Company
is ultimately responsible for the
determination of the appropriate
valuation techniques and inputs for fair
value measurements that the Company
uses as its basis of valuations.

In estimating the fair value of an asset
or a liability, the Group uses market-
observable data to the extent it is
available. Where Level 1 inputs are not
available, the Group engages third party
qualified valuers to perform the valuation.
The Company works closely with the
qualified external valuers to establish
the appropriate valuation techniques
and inputs to the model and reports the
findings to the board of directors of the
Company every half year to explain the
cause of fluctuations in the fair value of
the financial instruments.

B(E

TRREFRENTE
BA2Z2E=R2FE
Bz YRR (&)

FERBRTERNER
REERAGENRRE
FoREEURRES -
ANERAHERRTEEZ
TEERMTAZBEESR
B - AT [ E A S
Bl

AFPEFERMGER
FF
ARAREEEBRERRE
EREARABEREREZ
NV EFEZBEMRES
EREBABIE

TR EEXBEZAT
BR  AEEXRAEER
ABREMBHIE - 1 &
E—RBHAHBZER
T AEBZERE=FE
B L EREITRE - &
AR E BB HNE B RD
EEEE - WMYEAZMH
B EREXEASIE -
BEYFHAEERMA
NRAEEEER - @R
ERMIAERATFEEBZR
.
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Notes to the Condensed Consolidated
Financial Statements

BEER=E S

For the six months ended 30 September 2015
BE_T-RFNAA=THIEA

17. FAIR VALUE MEASUREMENT 17.

18.

OF FINANCIAL INSTRUMENTS
(Continued)

Fair value measurements and
valuation processes (Continued)
Information about the valuation
techniques and inputs used in determining
the fair value of the financial instruments
are disclosed above.

DEEMED DISPOSAL OF

SUBSIDIARIES

On 27 May 2014, the Group and Dr. Xie,
a shareholder of the Company, entered
into an agreement pursuant to which
the Group conditionally agreed the
capital injection by Dr. Xie in Bestdone
Limited and its subsidiaries (“Bestdone
Group”), wholly-owned subsidiaries of
the Company prior to the injection. The
capital injection was completed on 27
May 2014. Since then, the Group retained
10% equity interests in Bestdone Group
and the companies within the Bestdone
Group ceased to be subsidiaries of the
Company. The carrying value of assets
held by Bestdone Group at the date
of the loss of control and subsequent
deconsolidation were minimal, totalling
approximately HK$184,000. The
assets lost included trade receivables,
prepayments, deposits and other
receivables and bank balances and cash,
cash flow arising from this deemed
disposal of the subsidiary companies of
Bestdone Group of HK$161,000 was
recognised during the period ended 30
September 2014.

18.

EMIAEZAFEES

B(#&)

AVEFERGER
F (%)
EHETEMIARTE
iR 2 E R REAR
B2 BRI £SO -

RIELENRE AT

R-ZE—NFRA=-++t
A AEBEARQFRKRE
HE AL Ak o Rt
AEBBGRMHREHEL
BEZEERAT REWEB
AR([EBEBR (AR
NEIPTER 2 2 BB
NA)EFE - FEERZ
Z—NERA-t+tHR
e Bt AEBERBE
ZEE10%BAE - mE
EEEBETRARTEAN
EECHMBAR - EEE
B 7 Sk &4 4 4 B B
HIRAARGBBEEE
EEEEMN  @BitEY
184,000/87C - KREEER
EESEWREZR - BAK
H o Re REMmERZE
URRBITHGRIRE - B
ZEEHEEEEENE
NREEZIEE7161,000
BTREBEE-_ZT—TFA
A=+ B - HRER -
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Financial Statements

GEER=E S

For the six months ended 30 September 2015
BE_T-RFNAA=THINEA

19. ACQUISITION OF SUBSIDIARIES 19. W&k & 2 =

On 17 March 2014, Clear Rich
International Limited (“Clear Rich”), a
wholly-owned subsidiary of the Company,
and Extrawell (BVI) entered into an
acquisition agreement pursuant to which
Clear Rich purchased 51% equity interest
in Smart Ascent from Extrawell (BVI) at
a consideration of HK$780,000,000,
which was satisfied by the issuance of
convertible bonds by the Company in the
principal amount of HK$715,000,000
by the Company and payment of cash
in the amount of HK$65,000,000. The
transaction was completed on 28 July
2014 and on that date the SAL Group
became subsidiaries of the Company. The
SAL Group is engaged in research and
development of an oral insulin project.

RZE—WOFE=A++t
B ARRZZ2EHBA
AEERBRERAG([E
& | ) £ Extrawell (BVI) 5T
VW ERE Bt BE
2 B Extrawell (BVI) Y& &
EESI%BRE  REA
780,000,000/ 7t ' E A
ARFERBBEITASER
715,000,000 # JT 2 A #
f% & % 5 65,000,000 7% JT
MEEIZN - RHERZ
T-MELA -+ \HE
B RZA  EEEERK
BARRGZWEBAR - #
EEBERE-—HORES
=18 B AT -
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Financial Statements

BEER=E S

For the six months ended 30 September 2015
BE_T-RFNAA=THIEA

19. ACQUISITION OF SUBSIDIARIES 19. YtiBHi &2 =] (&)

(Continued)
The net assets acquired in the transaction RRSGHWENEEFH
are as follows: IR
HK$'000
FHET
Net assets acquired:
EWBEERRE
Intangible assets 1,458,464
mILEE
Amount due from shareholder 10,378
JEE IR % 3R R I8
Loan to an non-controlling interest 2,977
IR w B R
Prepayments, deposits and other receivables 13,622
TBRFUE - e kA EWFRIE
Bank and cash balances 353
HITRIE S &R
Accruals and other payables (3,300)
FEETE A N Ho A e < 5R0A
Amount due to shareholder (41,941)
JE T IR BR R IE
Amounts due to non-controlling interests (22,871)
& 3R 15 R i 2 SRR
Amounts due to former non-controlling interests (823)
JE A A SRS AR 2 TR
Loan from a non-controlling interest (2,977)
KB IE R R E R
1,413,882
Non-controlling interests (978,689)
FEE IR
435,193
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GEER=E S

For the six months ended 30 September 2015
BE_T-RFNAA=THINEA

19. ACQUISITION OF SUBSIDIARIES 19. Uik A R (&

(Continued)
HK$'000
T
Total consideration satisfied by:
BRERUTHERZA :
Cash consideration 65,000
RENRE
Issuance of convertible bonds (at fair value) 370,193
BT BRESF (AR FEEYIE)
435,193
Net cash outflow arising on acquisition:
KEEEZHESREFHE
Cash consideration 65,000
RERE
Less: bank and cash acquired (353)
B BREBIRITEHR KRS
64,647
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Notes to the Condensed Consolidated

Financial Statements

R RRAR S B AR MY EE

For the six months ended 30 September 2015
BE_T-RFNAA=THIEA

20. COMMITMENTS
(a) Lease commitments
At 30 September 2015, the total
future minimum lease payments of
the Group under non-cancellable
operating leases were payable as
follows:

20. 7&iE
(a)

Future aggregate minimum lease

payments under operating leases

in respect of land and buildings
BELWRIETF  LEHEE

X AREIEBEFIAEEE

- within one year

-—FR

—in the second to fifth years inclusive

-F_EERF(BEEREMF)

Operating lease payments represent
rentals payable by the Group for
certain of its offices, laboratory and
staff quarters. Leases are negotiated
for an initial term of 6 years and
rentals are fixed over the lease
terms and do not include contingent
rentals.
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31 March
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—T-hfF
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Notes to the Condensed Consolidated

Financial Statements
AR E MR R MEE

For the six months ended 30 September 2015
BE_T-RFNAA=THINEA

20. COMMITMENTS (Continued)
(b) Other commitments

0)

The Group had other
commitments of RMB4,500,000
(equivalent to approximately
HK$5,467,000) at 30
September 2015 (31 March
2015: RMB4,500,000
(equivalent to approximately
HK$5,690,000)) in relation
to the obligations and
responsibility for the prize and
administration cost of the Tan
Jia Zhen Life Sciences Prize
undertaking by the Shanghai
Biopharmaceutical Industry
Association, the administrator
of the Tan Jia Zhen Life Sciences
Prize, pursuant to the Tan
Jia Zhen Life Sciences Prize
Sponsorship agreement.

20. AE (&

(b) EAtEiE

(i)

RZZE—HFAN
A=+H &&
ERHAMEAES
A R # 4,500,000
T(HERY
5,467,000 7 7T )
(ZZ=—hF=A
=t+—H: AR
#54,500,0007T (48
& 7 495,690,000
BIL)) v % EKIE
BREBTE
VB EITE R
Z(AHKREE
n B} B 48 7 %
MELL) RIEH
E R
RHHEEBEAMI
OB ARHE
ARl ey
4218 & 17 B
NAEEZ EB
REE -
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Notes to the Condensed Consolidated

Financial Statements
AR S M R R MEE

For the six months ended 30 September 2015
BE_T-RFNAA=THIEA

20. COMMITMENTS (Continued)
(b) Other commitments (Continued)

(i)

Pursuant to clinical trial of
the oral insulin project, Fosse
Bio has entered into service
contracts with JBE&EHRK
MBENERZTERA A
(the “Project Administrator”)
dated 16 December 2009 and
24 March 2014 with value in
total of RMB12,080,000 and
RMB10,400,000 respectively
for provision of clinical trial
management services and the
related clinical studies

20. RIE(E

(b) HEAftiriE(4&)

(if)
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Notes to the Condensed Consolidated
Financial Statements

ERRAR S B AR MY AE

For the six months ended 30 September 2015
BE_T-RFNAA=THINEA

21. RELATED PARTY TRANSACTIONS 21. BEEA XS

During the period, the Group entered into REEREBRNEBEA T
the following transactions with related ETZRS0T
parties:

Six months ended
30 September
BEAA=THLAEA

2014
—ET—F
HK$'000
FET
(unaudited)
(REEER)
Service fee expense paid and payable to
Dr. Mao, a shareholder of the Company 336
B REMAARRREER LT 2
IR% BB <
Compensation of key management
personnel:
FTEERAB ZWB
Short-term employment benefits 779
EHIESET
Post-employment benefits 44

BERIR B A
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LITIGATION

Litigation concerning CNL
(Pinghu) in the PRC

On 17 April 2012, a writ of summons
was issued by TEInEREREEER
A 7A] (Jiangsu Ruifeng Construction
Group Co., Limited) (“Jiangsu Ruifeng”)
in the PRC as the plaintiff against CNL
(Pinghu), an indirect non-wholly owned
subsidiary of the Company, as the
defendant in relation to the disputes
arising from the consideration and
completion of construction services
under the construction contracting
services agreement dated 8 October
2010, the construction agreement
dated 17 December 2010 and the
supplemental agreement dated 8 March
2011 (collectively referred to as the
“Construction Agreements”) entered
into between CNL (Pinghu) and Jiangsu
Ruifeng, to claim the outstanding
construction cost of RMB13,150,000, the
related interests and litigation costs of
the case. Pursuant to the Construction
Agreements, the total construction
costs was RMB16,675,000. Jiangsu
Ruifeng had issued invoices amounting
to RMB29,126,000 in relation to the
construction work they performed.
The aggregated invoice amount was
substantially different from the contracted
amount. CNL (Pinghu) only settled the
amount of RMB16,601,000 and recorded
it as the cost of buildings as at 30
June 2012. On 24 April 2012, Jiangsu
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LITIGATION (Continued)
Litigation concerning CNL
(Pinghu) in the PRC (Continued)
Ruifeng obtained a civil ruling against
CNL (Pinghu), pursuant to which a bank
deposit of RMB15,000,000 or equivalent
amount of assets of CNL (Pinghu) were
to be frozen, but the actual amount
frozen was HK$222,000 as at 30 June
2012, which was significantly lower
than the amount stated in the civil
ruling. The frozen balance was released
during the year ended 30 June 2013.
On 14 January 2013, an independent
construction consulting company, which
was appointed by Pinghu District Court,
issued a statement certifying the total
construction cost incurred would be
in a range between RMB15,093,000
(equivalent to approximately
HK$19,142,000) and RMB18,766,000
(equivalent to HK$23,801,000). According
to the relevant legal opinion dated
on 29 July 2013, the possibility for
Pinghu District Court for adopting the
construction cost of RMB18,766,000 is
higher. On 20 December 2013, the
TEF ™ ARZER (People’s Court
of Pinghu City, Zhejiang Province)
delivered a further civil ruling, pursuant
to which, CNL (Pinghu) shall, after the
said civil ruling came into force, pay to
Jiangsu Ruifeng, among other things,
a fee of RMB3,309,000 (equivalent to
approximately HK$4,197,000) for the
construction services rendered. CNL
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22. CONTINGENT LIABILITIES AND 22. SiABERFAE

23.

LITIGATION (Continued)
Litigation concerning CNL
(Pinghu) in the PRC (Continued)
(Pinghu) filed an application to appeal
to MIEAZETPRARER (the
Intermediate People’s Court of Jiaxing
City, Zhejiang Province). On 25 April
2014, TE=ETHKZARZEE upheld
the original ruling of /L& FMm ARE
Pt and the Company was required to pay
approximately RMB4,223,000 (equivalent
to approximately HK$5,333,000) to
Jiangsu Ruifeng. Full provision had been
made by the Group in this regard as at
30 September 2014. During the year
ended 31 March 2015, the Company has
received payment notice of approximately
RMB2,897,000 (equivalent to
approximately HK$3,660,000) and settled
accordingly.

NON-CASH TRANSACTION
During the period ended 30 September
2015, the acquisition of Sale CB-II by
issuance of convertible bonds is a non-
cash transaction with details set out in
Note 11.
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