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Chairman’s Statement
EERSE

Dear Shareholders,

On behalf of the board (the “Board”) of
directors (the “Directors”) of Innovative
Pharmaceutical Biotech Limited (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 2016 (the “Financial Period”) and
the six months ended 30 September 2015 (the
"Previous Financial Period"”).

For the Financial Period, the Group recorded
a revenue of HK$6.1 million, representing a
decrease of approximately 58.8% in revenue
as compared to the revenue of HK$14.8
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$481,000 from a gross profit
of approximately HK$427,000 for the Previous
Financial Period.
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Chairman’s Statement
EERSE

For the Financial Period, the loss attributable
to the owners of the Company was HK$73.3
million, representing an improvement from
the loss of HK$87.5 million for the Previous
Financial Period, which was primarily due to a
loss on acquisition 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") in
Previous Financial Period.

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
EERSE

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, 29 November 2016
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Management Discussion and Analysis

EEENRR DN

GROUP RESULTS

Revenue of the Group from continuing
operations for the Financial Period fell to
HK$6.1 million from the revenue of HK$14.8
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$73.3 million for the Financial
Period, representing an improvement from
the loss of HK$87.5 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 both the
Financial Period and the Previous Financial
Period.
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Management Discussion and Analysis

EEENRR DN

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

During the Financial Period, revenue arising
from the trading of beauty equipment and
products amounted to HK$6.1 million,
representing a decline of approximately 58.8%
below the revenue of HK$14.8 million recorded
for the Previous Financial Period.

Investments in Extrawell

Since 2013 the Company has acquired shares
and convertible bonds issued by Extrawell and
Extrawell became an associate company of the
Group. The Group’s investments in Extrawell
are recorded in the Company’s statement
of financial position under investment in
associates and investments in convertible
bonds, and these balances are sensitive to share
price fluctuations of Extrawell's publicly traded
shares, as well as being subject to impairment
assessment in accordance with Hong Kong
Accounting Standards.

DHEYEXER

AEEEHEE T —ZTF—A
— BBV REBAFEREDHE
BRI B BRDHER - 1
A ERER 12 - B2 IGF0E
BEREINER TF o RAGEH
ﬁ&t_%ﬁ%@'ﬁ%EWE
¥EGIWMmEEYES -

XERBRERERES

RAMEREME - ERRBERER
EmE 55l A6,100,000
B BRE—VBRPEESZ
I 25 14,800,000 7% JT B 4 &)
58.8% °

REBZRE
B-ZT—=F# ARFREWE
BRETZBRO R BREES
EEBEKRAEEE ZBER
A REBRBEZRERALR
B2 B B 3R A 51 A O B A
REZRERRAIBBRESZ &
B ZEEBENBRARRS
B2 BERSDRSHE - LA
ERRBEEEGHLERIELZ
B R ©

Innovative Pharmaceutical Biotech Limited e Interim Report 2016/17



Management Discussion and Analysis

EEENRR DN

Research and development

The Group currently has one group of
companies in its research and development
portfolio. The Company acquired a majority
stake in Smart Ascent Limited (“Smart Ascent”
together with its subsidiaries, the “SAL
Group”), whereby 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 development of
a technology that would allow insulin to be
administered orally. The Group will inject
resources into clinical trials continuously in
order to facilitate the development of it. The
Group will make further announcements
depending on situation and in accordance with
the Rules Governing the Listing of Securities
on the Stock Exchange of Hong Kong Limited
(the "Listing Rules”) if there is any material
development.

Thus far, the Group has financed the research
and development segment with the Group's
internal resources but remains active and open
to other fund-raising and partnership activities
to further develop the Company’s portfolio and
development.
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Management Discussion and Analysis

EEENRR DN

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. The
Group is actively seeking partners or potential
investors to work with or acquire the Group's
genetic testing subsidiaries.

Distribution of bio-industrial products
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
made in respect of the litigation are scheduled
by the courts and the courts have 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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EEENWR DM

Trading of beauty equipment and
products

The major trading products of the Group are
beauty equipment and beauty products, and
sales of these beauty equipment and beauty
products represent the major component that
contributes to the Group’s revenues.

Revenues and profit margins of the Group
from the trading segment have been relatively
stable in the past and trading volume is the key
determiner of the profitability of the segment.
The Group competes by offering trading terms
that are more favourable to its suppliers and
vendors compared to the Group’s competitors,
and trades products that are in high demand
given the development of Asian economies.

During the Financial Period, trading business
activity fell as the Group reallocated personnel
to focus on other activities. The Group intends
to maintain the segment and will gradually
increase the trading business activity in the
upcoming future.

Securities investment

During the Financial Period, the PRC and Hong
Kong stock markets deteriorated significantly.
Whilst the management of the Group is
optimistic on the long-term recovery of the
markets but they also remain cautious on the
direction of the market in the near-term. The
Group continues to manage a diverse portfolio
of Asian stocks and bonds.
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Management Discussion and Analysis
BEENWR DN

Research and development i 3%

Through the SAL Group, the Group has been FEiBELLEE - AREBED A
developing the technology that would allow 4BEEXEFEB®BORAARM 2
insulin to be administered orally. fiir °

During the Financial Period, the Group explored RAZARBEKEIRE - NEEY G RBE
potential opportunities with investors and & REHEBHEABEMLSE - 7
potential partners. As at the date of this report, AREBH @ KEFBHKRESE
the Group has yet to encounter a suitable EHIEFEBMY - REEKHEET
business partner. The Group will continue to HARTEFEAEEEREA 2B
evaluate potential products that would be used 7EEF °

to bolster the Group's pipeline.

FINANCIAL REVIEW B % Bl 8
Capital structure BERRE
31.3.2016
—E—RF
=A=+—H
HK$'000
FHT
(audited)
(&F:Z)
Authorised:
EE -
50,000,000,000 ordinary shares of
HK$0.01 each (the “Shares”) 500,000
50,000,000,000/ X EE0.01/ET 2
LA (MR 1)
Issued and fully paid:
BERETRHE -
1,464,193,024 Shares (As at 31 March 2016:
1,464,193,024 Shares) 14,642

1,464,193,024 D (R =T —F=A
=+—H :1,464,193,0248 /%17 )
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As at 31 March 2016 and at 30 September 2016
RZB—AF=A=+—HERZT—A"FNA=1AH

Number of
shares issued  Share capital
BITROEE (&S
HK$'000
THER
1,464,193,024 14,642

Liquidity and financial resources

As at 30 September 2016, the Group had bank
and cash balances of approximately HK$96.9
million (31 March 2016: approximately
HK$32.5 million).

As at 30 March 2016, the group and other
parties entered into a capital injection
agreement (“the Capital Injection Agreement”)
regarding a proposed capital injection into a
joint venture, an amount to HK$150,000,000
was paid to an Escrow Agent as an Escrow
Fund. On 6 June 2016, the Capital Injection
Agreement was lapsed. The Escrow Fund
deposited was fully refunded to the Group on 7
June 2016.

As at 30 September 2016, total borrowings of
the Group were approximately HK504.7 million
(31 March 2016: approximately HK$473.4
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 DN

The ratio of current assets to current liabilities
of the Group was 1.39 as at 30 September
2016 as compared to 1.54 as at 31 March
2016. The Group’s gearing ratio as at 30
September 2016 was 0.27 (31 March 2016:
0.26) which is calculated based on the Group's
total liabilities of approximately HK$505.5
million (31 March 2016: approximately
HK$531.1 million) and the Group’s total assets
of approximately HK$1,910.5 million (31 March
2016: approximately HK$2,010.2 million).

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

Significant acquisition and investments
On 29 March 2016, an indirectly wholly-owned
subsidiary of the Company, Top Nice Holdings
Limited (“Top Nice”) and other parties entered
in to the Capital Injection Agreement. Pursuant
to Capital Injection Agreement, Top Nice would
inject capital in the amount of RMB224.75
million cash in a joint venture entity (“Joint
Venture”). Upon completion of the capital
injection, the Joint Venture would be owned by
as to 29% by Top Nice.

According to the Capital Injection Agreement,
the Joint Venture will acquire certain entities
which are principally engaged in the business
of online travel business, reservation and sales
or air tickets hotels accommodation and travel
related products.
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EEENWR DM

On 6 June 2016, certain conditions precedent
to the Capital Injection Agreement are not
fulfilled. The Capital Injection Agreement is
therefore lapsed. Top Nice shall be treated as
being discharged and released from the Capital
Injection Agreement.

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.

Issue of Convertible Bonds and early
redemption

On 24 March 2016, the Company entered
into a subscription agreement with Fu Chuang
Limited (the “Subscriber”), pursuant to which
the Company has conditionally agreed to
issue and the Subscriber has conditionally
agreed to subscribe for the convertible
bonds (the “Convertible Bonds”) in the
aggregate principal amount of HK$50,000,000
(the “Subscription”). The maturity of the
Convertible Bonds will be the date falling on
the third anniversary from the date of issue of
the Convertible Bonds. The Convertible Bonds
will be converted into conversion shares, being
ordinary shares of the Company of HK$0.01
each, at the conversion price of HK$1.00
(subject to adjustments) per conversion share.
The completion of the subscription of the
Convertible Bonds by the Subscriber was
completed on 13 April 2016.
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On 6 July 2016, the Company and the Sole
Bondholder entered into a supplemental deed
(the “Supplemental Deed”), pursuant to which
the Company and the Sole Bondholder agreed
to amend a term of the Convertible Bonds such
that the Company may, at any time prior to
the maturity of the Convertible Bonds and by
giving the holder(s) of the Convertible Bonds
not less than seven (7) working days’ notice,
redeem the outstanding Convertible Bonds,
in whole or in part, at a price to be agreed
between the holder(s) of the Convertible Bonds
(the "Redemption Price”) and Company or
any of its subsidiaries from time to time (the
“Proposed Amendment”). Save and except for
the aforesaid, all other terms of the Convertible
Bonds remained unchanged.

By a notice of redemption given on 6 July
2016, the Company has elected to redeem
the remaining outstanding Convertible
Bonds in the aggregate principal amount of
HK$50,000,000 prior to their maturity date
of 12 April 2019 at the Redemption Price of
HK$51,003,472 (the “Early Redemption”). In
this regard, the Sole Bondholder has agreed to
waive the seven (7) working days’ notice period
required under the terms of the Convertible
Bonds (as amended and supplemented by the
Supplemental Deed), and the Early Redemption
was fixed and carried out on 6 July 2016
and the Convertible Bonds redeemed were
cancelled by the Company.
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The Redemption Price was agreed between
the Company and the Sole Bondholder
pursuant to the terms of the Convertible
Bonds (as amended and supplemented by the
Supplemental Deed) and is equivalent to 100%
of the principal amount of the Convertible
Bonds together with the unpaid interest
accrued to 6 July 2016, being the date fixed for
the Early Redemption.

Charges on the Group’s assets

As at 30 September 2016, the Group and the
Company did not have any charges on their
assets (31 March 2016: Nil).

Contingent liabilities
Details of litigation and contingent liabilities are
set out in note 20 to this report.

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.

i B B DA AR A ) B — (B 587
B AR AT A 5 W 5K (8
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BRATAREHF100% A D5
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Management Discussion and Analysis

EEENRR DN

Number and remuneration of
employees

As at 30 September 2016, the Group had 32
(31 March 2016: 29) full-time employees, most
of whom were working in the Company’s
subsidiaries in the PRC. 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$2.9 million
(Previous Financial Period: approximately HK$4
million).

Segment information

Details of the segment information is set out in
note 3 to this report.

Tang Rong
Executive Director

Hong Kong, 29 November 2016
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Other Information Provided

in Accordance with the Listing Rules

RiE LR 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 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.
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Other Information Provided

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.
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Other Information Provided

in Accordance with the Listing Rules
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DIRECTORS’
SHARES

As at 30 September 2016, 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 IN

Long positions in the issued share
capital of the Company

ESRRO 2R

RZT-—REALA=1TH &R
AEE  SRITBRAEREEZ
BEALTRAR A SHEERAE
BOEE(ERRES KRB G
(IREF R BB EXVER) 2
AR - BB R ES
BRRENRE M LRIEE S KR
HEGEIEISEARARIATE
S ZAIRARIR 57 A LA E ()7 300
GAR B MBS Pz HE s Rk
BT

RELFEBRTREAZ
B

Percentage

Number of the issued

of shares/ share capital

underlying of the

Name of Director Capacity shares held Company

BEZRG HEARE

g 54 HERO#E BIREFEIL

Tang Rong Beneficial owner 396,200 0.03%

R ExfBA

Save as disclosed above, as at 30 September [ EXCE@REIN - RZZT—REF

2016, 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.

NA=+H  BEAXRESE
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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 2016, 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
ROREBERD z2ERK
RE

RZE-—RFLA=+H BRI
EFLHAEGIE3BRIFEZ
AR KRB 2 #E s &
KREBRMAHE - THEED
BREARRZEEARTRITRA
B)RARBEETRATHES
SR BB 5% IA FRER

RELXFEHRTRAZ
L3y}

Percentage
Number  of the issued
of shares/  share capital
underlying of the
Name of Shareholder Capacity shares held Company
BEZRB/ EEARE
BREE /48 5% HEROEE BORFEDL
Dr. Mao Yumin (note 1) Beneficial owner 54,700,000 3.74%
EHRRELT(E) ERfBA
Interest of a controlled corporation 322,351,350 22.02%
REHEE s
United Gene Holdings Limited ~ Beneficial owner 84,500,000 5.77%
(note 1) ERlBA
A ERERERAR (M)  Interest of a controlled corporation 237,851,350 16.24%
REHZE 2 R
Dr. Xie Yi (note 2) Interest of a controlled corporation 237,851,350 16.24%

AREL(MFE2) REHEE
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in Accordance with the Listing Rules
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Percentage
Number  of the issued
of shares/  share capital
underlying of the
Name of Shareholder Capacity shares held Company
BEZRB/ HARRE
BREE /48 L) HERGHE BORFAIL
Ease Gold Investment Limited  Interest of a controlled corporation 237,851,350 16.24%
(note 2)(ft3t2) REGZE ER
Good Links Limited (note 3) Interest of a controlled corporation 237,851,350 16.24%
(MzE3) REHZE 2 #R
Victory Trend Limited (note 3)  Interest of a controlled corporation 237,851,350 16.24%
(Miz¥3) REGZE ER
Best Champion Holdings Beneficial owner 61,650,000 4.21%
Limited (note 4) EnfiEA
SERRERAR (F4) Interest of a controlled corporation 176,201,350 12.03%
REGZEZ ER
China United Gene Investment  Beneficial owner 176,201,350 12.03%
Holdings Limited (note 5)  E#&BA
(P5E5)
Chau Yiu Ting Beneficial owner 247,600,000 21.01%
) ERfEA
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in Accordance with the Listing Rules
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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
2016.

UGS

1. e EEERERAR(EE
Br2EHA)EEIEER
BRAFZ233.50%MKHE -

2. Ease Gold Investment Limited
(EHBBEL((HELHE2E
BE)EAIEERBERADA
233.50%R%HE ©

3. Victory Trend Limited B8 Good
Links Limited ® E# & M
Good Links Limitedf E1§+ &
HIE LRI HEE50%K%50%
M Victory Trend Limited$% & 91
IR AR A B2 33.00% A4

4. SEZERBERATD MBS
HEEIER BB AT - Ease Gold
Investment Limited % Victory
Trend Limited # /A 33.50% *
33.50% }233.00% % #E °

5. China United Gene Investment
Holdings Limited @ SL{EER A
PR A B 5 60 % I HE ©

BREXEEEIN  RZT—RF
HNWA=+H  EFITFHMBMER
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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.
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in Accordance with the Listing Rules
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As at 30 September 2016, 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.
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Condensed Consolidated Statement of Profit
or Loss and Other Comprehensive Income

HRGEEEREtE2EKER

For the six months ended 30 September 2016

BE—Z—"FNAA=TRILEA

Notes

B &t

Six months ended
30 September
BEhRA=THILEAEAR

2015
—E-RF
HK$'000
FHET
(unaudited)
(REEFEZ)

Revenue
g 2%
Cost of sales and services

$HE KRR A

Gross profit

EH

Other income

HABA

Other gains and losses, net
E s RSB F5E
Selling expenses
HER X
Administrative expenses
THRX

Other expenses

HEmRAZ

Share of results of associates
DEE R R EE

Finance costs

MBER

427
6,312
(46,086)
(126)
(8,991)
(6,528)
4,556

(37,832)

Loss before tax
BATE#E
Income tax
5%t

(88,268)

Loss for the period

(88,268)
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Condensed Consolidated Statement of Profit
or Loss and Other Comprehensive Income
HRGASERREMEZERRR

For the six months ended 30 September 2016
BE_T—"FAA=THINEA

Six months ended

30 September
BENA=THLEXEAR

2015
ZT—RF
HK$'000
FET
(unaudited)
(REER)
Other comprehensive (expense) income
Hh2m (5 X)W
Items that may be subsequently
reclassified to profit or loss:
HigrmgeE o e Em 2 HA -
Fair value changes of available-
for-sale financial assets (915)
AL ESREEZ A TEED
Reclassification adjustments
for the cumulated loss upon
disposal of available-for-sale
financial assets (37)
HERHEEeREERE RS
BREREL 2 EFM DA
Exchange difference on translation
of foreign operations (295)
REGINEB ZEXRZERE
(1,247)
Total comprehensive expense
for the period (89,515)

A 2 A S 487
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Condensed Consolidated Statement of Profit
or Loss and Other Comprehensive Income

HRGEEEREtE2EKER

For the six months ended 30 September 2016
BE_T—"FAA=THINEA

Note
s

Loss for the period attributable to:
AT AT EEEAERE :
Owners of the Company
RARER A
Non-controlling interests
IR

Total comprehensive expense for the
period attributable to:
IATATEEEA 2 A 25
Owners of the Company
ENNGIE7ZSUN
Non-controlling interests
EEtier £

Loss per share
FREE
Basic

AR

Diluted
s

EMBEREVREERDT o —T— X/ —tFhiiREs

Six months ended
30 September
BEhRA=THILEAEAR

2015
—T—hF
HK$'000
FHET
(unaudited)
(REEFEZ)

(88,268)

(88,702)

(813)

HK(6.42)
centsi# 1l

HK(6.42)
centsi# 1l
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Condensed Consolidated Statement of

Financial Position
R4S AR R R

At 30 September 2016
RZZE—R"FNA=TH

Notes

[

Non-current assets

FRBEE
Property, plant and equipment
mE - BERSE
Interests in associates
REFE A RIS
Investments in convertible bonds
KA MR ERERE
Intangible assets
mVEE
Available-for-sale financial assets
AL ESRmEE
Loan to non-controlling interests
REEZSTE-CN
Amount due from the subsidiary of

an associate

U —FEEE AR 2B ARRIA

Current assets

RBEE
Trade receivables
B 5 RKIRR
Prepayments, deposits and other

receivables

TERFRIE - e REMERGRIE
Bank and cash balances
RITRF 2 EH
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At

31 March
2016

i
—T—RE
=RA=1+-R
HK$'000
FHET
(audited)
(lm2&1%)

35,833
128,103
259,555

1,373,224
6,921

4,646

16,192

1,824,474

153,259

32,459

185,718



Condensed Consolidated Statement of

Financial Position
R4S AR R R

At 30 September 2016
RZZE—R"FNA=TH

Notes

[

Current liabilities
RBAE
Trade payables 14
HHEMNER
Funds received in advance
WA
Accruals and other payables
[E=HE B K H M e BOR
Amounts due to non-controlling
interests
e IR AR SR OB
Amounts due to former non-controlling
interests
JEA A FEE AR i 5 R
Amount due to the sub5|diary of
an associate

JE — R E N B2 B R B 50R

Net current assets

RBEEFHE

Total assets less current liabilities

REERABAE

Non-current liabilities

FRBEE
Convertible bonds 15
Ak ES
Deferred tax liabilities
BEEFIEEE
Loan from a non-con ntrolling interest

KA FHEB S E K

NET ASSETS
BERE

EMBERENNEERDT « —T—

At

31 March
2016

i
—T—RE
=RA=1+-R
HK$'000
FHET
(audited)
(lm2&1%)

50,000
5,291

22,871

823

41,947

120,940
64,778

1,889,252

403,146
2,444
4,646

410,236
1,479,016

NS —EFEREmE
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Condensed Consolidated Statement of
Financial Position

LR S MR R

At 30 September 2016
RZZE—R"FNA=TH

At
31 March
2016
i
S ANGE
=R=+-H
HK$’'000
FHET
(audited)
(&)
Capital and reserves
EARRE
Share capital 14,642
L
Reserves 584,870
it
Equity attributable to owners of the Company 599,512
RRAEE ARG ER
Non-controlling interests 879,504
g R
TOTAL EQUITY 1,479,016

RREE

The condensed consolidated financial ERE27BEEF848 754
statements on pages 27 to 84 were approved A BHEELHESS N -
and authorised for issue by the Board of &ZT—XE+—HA -+ BH#E
Directors on 29 November 2016 and are signed REE#ZEH|Z - WHIATEER

on its behalf by: xE=
JIANG NIAN TANG RONG
BE =i
DIRECTOR DIRECTOR
=2 EE
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Condensed Consolidated Statement of
Changes in Equity
G EEREER

For the six months ended 30 September 2016
BE_T—"FAA=THINEA

Attributable to owners of the Company

FATREAES
Convertible Foreign
bonds  Investment  Property aurency Non-
Share Share  equity revaluation revaluation  Other  Statutory translation  Accumulated controling
Gapital  premium  reserve  reserve  reseve  reseve feseve [esenve losses Total  interests Total
TERES REER  NXER bl #R
Bt ROEE REER Bf Bf  EbEE iEE Bf  2ER it i Loy
HKPO00  HKS000  HKS000  HKS'OO0  HKS000  HKS000  HKS'O00  HKSO000  HKSO000  HKS000  HKS000  HKSI000
Tén  TAn TRt T A TRt T A TR TR Thn TR
(Note 3) (Noteb)
() (i)
At 1 Aprl 2015 (audited) 13002 108306 1141845 Ji] 513 410 M QM6 (1462454 TI8I8 883586 1601464
R-E-RERA-A(
Loss for the period - - - - - - - - (81455 (87459 813 (88,268
BhEa
Other comprehensive expense for the period - - - (952) S S o (295) - ) -4
BREHAER
Total comprehensive expense for the period - - - (952) - - - (295 (87455 (88,702) 813) (89,519
BREARREE
Recognition of equity component of
convertile bonds - - 1093 - - - - - - 1093n - 1093
BATER
Issue ofshares upon converson of
convertible bonds 1000 66173 (61471) - - - - - - 5702 - 5,702
BRTARRAREARR
1000 66173 47900 - - - - - - 1503 - 1503
At30 September 2015 (unaudited) 140421079219 1,189,745 1) 53 4 Mo 24 (1549909 Ta49 8823182702

HoE-REAAZTAIREER)
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Condensed Consolidated Statement of
Changes in Equity
LR 30y FIES

For the six months ended 30 September 2016
BE_T—"FAA=THINEA

Attributable to owners of the Company

KOAREARE
Convertible Foreign
bonds  Investment  Property aurency Non-
Share Share  equity revaluation revaluation  Other  Statutory translation  Accumulated controling
Gpitl  premium  reserve  reserve  feseve  resewe  resee resenve losses Total  interests Total
TRREE REER  MRER fii3 #ER

Bt ROEE BERE 0 B MR BREE  iRME  HE BER &b B &
000 HKS000  HKS00  HKSO000  HKS000  HKS000 KOO0 HKSOOD  HKSOOD  HKSOOD  HKSO0D  HKSO0D
T

it T TEL TR TEL TR TR AL TR Tin R
Note2) (Noteb)
(i) (Kitb)

At 1 April 2016 (audited)
RoF-"ERA-B(HE)

Loss for the period

BngE

Other comprehensive expense for the period
BRARZARL

Total comprehensive expense for the period
BRAERREE

At 30 September 2016 (unaudited)
RF-AEAAZTR(REER)
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Condensed Consolidated Statement of
Changes in Equity
G EEREER

For the six months ended 30 September 2016

HE-T—

Notes:

(a)

NENA=FTRHIEARER

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 2016 and 2015, 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.

i -

(a)

R BEMRRARE R
R BFEDIRAAAE - A
EAEFBERIAMEQRAS
HB &AL A B H10% 205 5F
R - REREBET AR EE
RETEBEREE - WARD
EEPRERIZMBARZE
FERERMBGERZERT
AER - RBE_FT-RER
“E-RAFAA=THLEARAE
A BRAKEZFRENER
AIHERGEIEFER - MRNEm
BRI AR BN REE
B R ERE

KRB M BRRZRE
i 2 3O SRR S B M BUT
HERBFHENBARES
RARBINE 2 FTREIETE ©

EMBREREMBRERDET « TN/ —LFFHRE
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Condensed Consolidated Statement of

Cash Flows
RS EERER

For the six months ended 30 September 2016
BE_T—"FAA=THINEA

Six months ended
30 September
BEhRA=THILEAEAR

2015
—E—FE
(unaudited)
(REEER)

NET CASH GENERATED FROM/
(USED IN) OPERATING ACTIVITIES
ReEHME/ (AR FE

(18,175)

INVESTING ACTIVITIES

REERE

Proceeds on disposal of available-for-sale
financial assets

HERAHEESMEE CMENRIEA

Other investing cash flows

HpiRERERE

2,572

(2,602)

NET CASH (USE IN) FROM INVESTING
ACTIVITIES
REAZS(FA)ABRSFE

FINANCING ACTIVITIES
BMEED
Interest paid

ENFE

(25,025)
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Condensed Consolidated Statement of
Cash Flows

HRFEERERER

For the six months ended 30 September 2016
BE_T—"FAA=THINEA

Six months ended
30 September
BEhRA=THILEAEAR

2015
—E—FE
(unaudited)
(REEER)

NET CASH (USED IN) FROM FINANCING
ACTIVITIES
BREZH(FAABRSFE

(25,025)

NET INCREASE (DECREASE) IN
CASH AND CASH EQUIVALENTS

ReRBLFEY AL EINFE

CASH AND CASH EQUIVALENTS AT THE
BEGINNING OF THE PERIOD

BB RREEEY

EFFECT OF FOREIGN EXCHANGE RATE
CHANGES

SNEEERDYE

(43,230)

191,191

(507)

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

HRBEeRBESEED -
BIRTESB KRR R

147,454

EMBEREVREERDT o —T— X/ —tFhiiREs
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Notes to the Condensed Consolidated
Financial Statements

GEER=E e

For the six months ended 30 September 2016
BE_T—"FAA=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
2016 are the same as those followed in
the preparation of the Group’s annual
financial statements for the year ended 31
March 2016.

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

BRESMBHRRIRE
BEitmag ([ &HEgs
Bhne )M &S ER
ERIFE 3458 [ I B4R
EIRERMERHMA
PR A)RE 2 £ AR BB 8%
TARZERBRERERE -

FTEEFHE

BRESHBRRDBRE
BERKRR  HEETR
EfeERATEFE(
) 2 ME R T AR
Hh o

H 1L} A 8R4 & Bt
BMEMERAN G ETBR
RAEFERBEHAE
BHE-Z—-—X¥=A
=t—HUEFEZFEM
MR ATEEE B -

RAFR IR - NEE
BREBETHEBG
N RN N
fé) 58 i) £ 2 2 BB B 1 1
SEA(TFER B MEE
A1) ZERT -
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Notes to the Condensed Consolidated
Financial Statements

GEER=E e

For the six months ended 30 September 2016
BE_T—"FAA=THINEA

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”)

ETEGBER(AE)

WA A - AR
AINMEERIEEMBEHRE
EUHZEHREE B
BEEMOSERHZ
EEARCHMBRERME
ZHRBERERAVEEREXN

By 488
rE°

Wz ) 0 BB E

AEBREATHEZH K

EEHE

(@) RHPBEEFBRMHE
BRI RS ([ Rt £
ERI RS 1)

(b) MEESHEMESR
Em((DHEEMER
Edml)

(0 MNEBETETRME
LCERBESH([XER
BRERES])

(d) REBRBBRINE
TRARAE([EHEK
A1)

(e) MBEYAEMILEM
(T35 1)

EMBREREMBRERDET « TN/ —LFFHRE
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Notes to the Condensed Consolidated

Financial Statements

AR S B AR MY EE

For the six months ended 30 September 2016

HE_ZT—R"FNA=THILAEA
3. REVENUE AND SEGMENT 3. WHERIIER(E)
INFORMATION (Continued)
The Group's reportable and operating TEEERREESIHBR
segments are strategic business units that RETREMRREHER
offer different products and services. They MR EAL - BAE B
are managed separately because each Fr 35 &9 B9l I TR 35 SR I D
business requires different technology and B ZEDIZERNEE -
marketing strategies.
The following is an analysis of the Group’s THRREBRZERREEDE
revenue and results by reportable and DEORER WK E REER
operating segments: DT
Provision of Distribution of Trading of beauty Securities Research and
genetic testing services  bio-industrial products ~ equipment and products investment development Total
RUERURR FEENERER FERERERES 5RE i it
s s s s s s
i3 = i3 I it I it 3 e i3
Hs o0 S Hg 0 HG0 s H§0
Th ThL T Thn Thr T
(unaudied) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited)
(g (758 (7t (g (7iEz8) (7i%H)
Six months ended 30 September
HEARZ1RLAGR
Revenue from extemal customers - - 14817 - 14817
RENREPZUA
Seqment oss proft afer tax (699) (1,29) 47 138 (402) (1842
REkABER)EH
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Notes to the Condensed Consolidated

Financial Statements

AR S B AR MY EE

For the six months ended 30 September 2016

BE—Z—"FNAA=TRILEA

3. REVENUE AND SEGMENT 3. WakaHERE)

INFORMATION (Continued)

Reconciliation of reportable segment

profit (loss) after tax:

Btk 280 Wm (&R BER

Total segment loss
DEBEIEERE

Corporate and other expenses

EREAMRX

Share of results of associates

DR E R R LR
Unallocated other income,
gains and losses, net

AOECEMUA - Weas N B 18 F 5

Consolidated loss for the period

HAEABIE

EMBEREVREERDT o —T— X/ —tFhiiREs

Six months ended
30 September
BEhRA=+RHLEAREAR
2015
ZE—AhF
HK$'000
FHT
(unaudited)
(REEHEZR)

(1,842)
(49,399)

4,556

(41,583)

(88,268)
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Notes to the Condensed Consolidated
Financial Statements
SRS MR MIEE

For the six months ended 30 September 2016
BE_T—"FAA=THINEA

4. OTHER GAINS AND LOSSES, 4. HfttWzmREEFH
NET

Six months ended
30 September
BEhRA=+RHLEAREAR

2015
—T—h%F
HK$'000
FET
(unaudited)
(CREER)
Change in fair value of derivative
components of investments in
convertible bonds (Note 11) 16,038
ARREHRRETER D 2 AT EEE
(HE&E11)
Impairment loss on interest in
an associate (Note 10) -
R e AR R EEEE10)
Acquisition of investments in
convertible bonds (Note 11) (62,161)
Wi AT AR E 5 1R & (BT 1)
Gain on sale of available-for-sale
financial assets 37
HEMHDESRMEE 2 Bm
(46,086)
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Notes to the Condensed Consolidated
Financial Statements
SRS MR MIEE

For the six months ended 30 September 2016
BE_T—"FAA=THINEA

5. FINANCE COSTS 5. BIKER
Six months ended

30 September
BENANA=THLEXEAR

2015
—ET—RHEF
HK$'000
FHET
(unaudited)
(CREEERZ)
Effective interest expense on
convertible bonds (Note 15) 37,324
AR ES BRI S (MEE15)
Imputed interest expense on loan
from a non-controlling interest
of a subsidiary 508
e —FHMB AR EEREZERZ
HEF SR
37,832

EMBEREYRFEERDF o —T— X/ —tFhiRE 43



Notes to the Condensed Consolidated
Financial Statements
SRS MR MIEE

For the six months ended 30 September 2016
BE_T—"FAA=THINEA

6. LOSS FOR THE PERIOD 6. HIAEE
Loss for the period has been arrived at HABETHRKR T3 &I1E
after charging the following: BB

Six months ended
30 September
BEANA=1THLAEAR

2015
—T-RF
HK$'000
FET
(unaudited)
(REEER)
Depreciation of property,
plant and equipment 559
W% - WEREETE
Operating lease charges of land
and buildings 1,155
THREFZEEHEL N
Cost of inventories recognised
as an expense 14,390
AR ZFEKAE
Staff costs including directors’
emoluments 3,983
BREREFMEERNZ BIRAR
7. DIVIDENDS 7. BRE
No dividends were paid, declared or 7S Hh B B R AR A
proposed during the interim period. FIRKBIRAMBKRE - &
The directors have determined that no FRE TSR APREH
dividend will be paid in respect of the HEINEARE(ZE
interim period (2015: Nil). —HRF )
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Notes to the Condensed Consolidated
Financial Statements
SRS MR MIEE

For the six months ended 30 September 2016
BE_T—"FAA=THINEA

8.

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

Company is based on the following data:

Six months ended
30 September
BEhRA=THLEKEAR

2015
—“T—RF
HK$'000
FET
(unaudited)
(CREEERZ)
Loss
BB
Loss for the purposes of basic and
diluted loss per share (loss for the
period attributable to owners of the
Company) (87,455)

Rt EEREARRIEER 2 B
(RAREHEE ARIGHAERE)

Six months ended
30 September
BEANA=1THLAEA

2015
—E—FE
Number of
shares
Beahar-4=
‘000
AT at
Number of shares
RHEE
Weighted average number of
ordinary shares for the purpose of
basic and diluted loss per share 1,362,663

At ESRERNREEER TBK
I P9

EMBEREVREERDT o —T— X/ —tFhiiREs
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Notes to the Condensed Consolidated
Financial Statements

GEER=E e

For the six months ended 30 September 2016

HE-T—

8.

NEAA=TBIEAEA
LOSS PER SHARE (Continued)

The computation of diluted loss per share
for the six months ended 30 September
2016 and 2015 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 2015: HK$Nil).

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.

8.

BRER(E)
HERE-F-AFR-
F-AFAA=STALRA
8 A 2 5 M w5 IR
I mBRAAF 2 KB ®
AR RS W - T
BB R 40 3% %5 7 0 R 1 3
W fH S MR
2 SRRASA -

ME- - BERRHE
)
RARHMAER - A%EH
YmEBAWE - BB RR
HBBE-ZT-RFNA
=+ELAER &) -

ARAREERR  AEE
HE T REBFRAGH
HRREMTRTENA
FREEREMGSATFEL
BEAREZR - Flt - BA
MEIEIMY AR E A
ERIEA -
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Notes to the Condensed Consolidated
Financial Statements

AR S B AR MY EE

For the six months ended 30 September 2016
BE_T—"FAA=THINEA

10. INTERESTS IN ASSOCIATES 10. REEE QR

At
31 March
2016
i
—T—REF
=ZA=t+—~8
HK$'000
FHET
(audited)
(BERZ)
Cost of investments in associates
BEQARRERK
Listed in Hong Kong 476,841
REBLT
Unlisted -
AEMm
Share of post-acquisition profits and
other comprehensive income 89,493
R RT RE 2T RS
Impairment loss on interests in associates
(note a) (338,509)
B A RS R EEE (M)
Adjustment against non-controlling interests
(note b) (99,722)
HIEERAES 2 FE(MRD)
128,103
Fair value of listed investments (note ¢) 128,103

EHHRE 2 A FER

EMBEREYNRAERAT « —T—~/—tFHHmRE 47
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Notes to the Condensed Consolidated

Financial Statements
B4R S MR R MEE

For the six months ended 30 September 2016
BE_T—"FAA=THINEA

10. INTERESTS IN ASSOCIATES
(Continued)

Notes:

(@) As at 30 September 2016, the Group
recognised impairment loss of approximately
HK$8,577,000 in profit or loss which
represented the difference between the fair
value of the shares of Extrawell based on
the share price of Extrawell and the carrying
amount of interest in associate (including the
interest in Smart Ascent held by Extrawell)
before adjustment against non-controlling
interests at the end of the reporting period.

(b)  During the year ended 31 March 2015,
the Group purchased 51% equity interest
in Smart Ascent Limited (“Smart Ascent”)
from Extrawell (BVI) Limited (“Extrawell
(BVI)"), a wholly- owned subsidiary of
Extrawell Pharmaceutical Holdings Limited
("Extrawell”). Smart Ascent became a non-
wholly owned subsidiary of the Company
and consequently Smart Ascent and its
subsidiaries (“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.

10 ABEE R TWRER
(&

st -

(@ RZE-—RFAA=T
B AEERBERAE
R IEIE K #98,577,000
BT BEREBERE
EEZRERODAFE
HRBE Rz ER(E
EHBERENELY
) RS B R Y
FEERR B A 1T AT
ZIREEMERZEZR -

b) BE-—ZT—RE=A
=+—HLEEE K
SEEREEELER
BERAB(MEE] D
2 & I B 2 7] Extrawell
(BVI) Limited ([ Extrawell
BV WEEEBRAD
RAI([EE])51% MM -
EERABRRRAZIESR
BB AR - mpEEE
EREMBRR([EE
£ENDER-_T—NF
+tAZ+N\BEEEE
AXEE - HBEME
BEABTI9%ESE
- BERAEBGEE
ARGt ARBRERERR
BZEESERERSE
B FE I R i s (R A
ERRMNER)PERD
B BRARREIGHEE
IR (BIARBRERZ
HEREERELIESE
SERE)RR - AAR
AIEA AFEGERRIE o
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Notes to the Condensed Consolidated
Financial Statements

AR S B AR MY EE

For the six months ended 30 September 2016

BE-ZT—FNAA=tTRIL~EA
10. INTERESTS IN ASSOCIATES 10. REE &2 N A ER

(Continued) (&

Notes: (Continued) MeE : (48)

() The fair value of listed investments is based () LEWMEBEZAFERR
on the quoted market bid price of the shares BREEROHTIHZEEA
of Extrawell and hence include the value WREFHE  EBERS
attributable to Extrawell’s equity interest in BEREEEEREREWN
the SAL Group; whereas the carrying amount ZEE mMRZF—
of the Group's interest in Extrawell as an FAAR=Z+HERZE
associate as at 30 September 2016 and 31 —R~"E=ZA=+—HBX
March 2016 does not include that equity SERBEERMER
interest due to the adjustment against non- Al #mz REAELXR
controlling interests (see note b above) and IR R
therefore is not directly comparable. AR ZBRAER(R E

X HiEEDb) - BT A
BHITHR -
As at 30 September 2016, the Group had RZE—R"FALA=Z+
interests in the following associates: A AEBERUATEBEA
AIEA R
Place of Principal Proportion nominal of
incorporation/ place o Class of value of issued capital Proportion of
Nameof entity ~ registration ~ operation  shares held held by the Group voting power held  Principal activity
ML/ iZEE  FRRG AEEFRERT
. £ i T L] RATERS FERAERE  TEER
313.2016 31.3.2016
F0E 30E
=1-f =1-H
Extrawel Bermuda PRC Ordinary 19.14% 9.14%  Development,
iR BEE e shares manufacture
LR and sale of
pharmaceutica
products
B2 28R
HEREED
Longmark (Shanghai)  PRC PRC Registered 09.78% 33.33%  Provision of health
Healthcare Limited ~ # & b capital (are management
=) iMEs senices
RERAA RURREERE

EMBREREMBRERDET « TN/ —LFFHRE
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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-1") from Dr.
Mao Yumin (“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-1I") 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.

Notes to the Condensed Consolidated
Financial Statements

GEER=E e

For the six months ended 30 September 2016
BE_T—"FAA=THINEA

11. INVESTMENTS IN CONVERTIBLE 11.

TRRESFRE

R-ZE—=ZFmMA=-++
B AQRIFIYEKHEE
EHiE 0 LWOBAQRAR
BKEBRBKRREBMXEL
(TEEL ) WEBEmE
17784 42 %4/4320,650,000
BT RRES([FE
ABmEESE—]) BRE
7%320,000,0007% 7T ([ £
B—1): RiyaEEL UK
BREMBETACHEER
= /4 256,200,000 78 7T &)
AR ES([FET8RR
EHF=]) BREZSA
256,000,000 Jt ([ X B
—DH-KRE—EBARQA
BiEIR £ {E120,000,000
BT RBITARASEA
200,000,000 T 2 A #2 f%
BEHEXN - REZEBAE
NEEBAD W BETAS
%8 4256,000,000/5 7T 2 7]
BIRESH AT -

FENBRRES—REFE
AMKRES - (5T [
EAREESF]) BTE
ERES - FIEA A%
TSR =_TREEE
A ABTTEHE - F&H
BEREFETESFFEA
EF > AETAPRER
FEABRBRESD AR
FLELEANRN - BEEG
ARRESFLIBRABER
B EHBREEEFRER®D
0.6413/% 7+ MHAX R#E
SEARFRRHI o
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Notes to the Condensed Consolidated
Financial Statements

GE BN

PR EE

For the six months ended 30 September 2016

HE-T—
11.

NENA=THIERER

INVESTMENTS IN CONVERTIBLE
BONDS (Continued)

The acquisition of the first, second,
third and fourth batches of Sale CB-Il,
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-lI,
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

1. TRRESFRE(E)

hEE—Ht - B8t - F

M&%@mﬂﬁﬁé
%Ez%64130000 BTz
FEIBRRES = B2
SRR T —WMFEMNA
“+@WmH - ZFE—NMF
NA=+8H - —ZZ—mNO
F+-_A=+—8BEKZ=
T-AFMNA=1+HBR
Koo RIS HEREE  F—
i B F=ZlR
%@%%%T%%%':
BEDBPZAFED

2,572,000 7T 2,628,000
7 7T+ 2,533,000 T &
2,801,000 7T » Tz Fa{
AR ESFNIRITTS

March 2016 and 30 September 2016 are FEEFE - WhE1& IR
calculated using the Binomial Model and ARG - REBWER
taking into account the dilution effect of H_ZT-RE=ZA=+—
the conversion of the convertible bonds. BERZZE—R"EAA=T
The inputs into the model were as follows: H AR BBREZ R

FEMEA-ZBARKXH

%'”ﬁ&LﬁTﬁkﬁ

HFoMERE B AE
AZBE80T
24 April 30 August 31 December 30 April 31 March 30 September
2014 2014 2014 2015 2016 2016
“E-mE Z%3-@EF Z3-PEF ZB-RF ZE-RF ZE-RF
mA=TEmA MNA=tB tZA=t-B WmA=tR =R=t-A AB=1H
Stock price HK$0.4 HK$0.335 HK$0.325 HK$0.55 HK$0.28 HK$0.27
& B BT B B BT B
Exercise price HK$0.6413 HK$0.6413 HK$0.6413 HK$0.6413 HK$0.6413 HK$0.6413
i BT BT o BT e ﬁém
Discount rate 18.21% 18.44% 19.04% 18.76% 19.92% 19.011%
ERE
Risk-free rate (note a) 2.70% 2.28% 2.24% 1.81% 1.62% 1.065%
ERRE ()
Expected volatility (note b) 63.71% 62.61% 61.73% 58.62% 59.44% 57.943%

RERE (Fsn)
Expected dividend yield (note ¢) 0.00% 0.00% 0.00% 0.00% 0.00% 0.000%
e E R
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Notes to the Condensed Consolidated
Financial Statements

GE BN

PR EE

For the six months ended 30 September 2016

HE-T—
11.

NENA=THIERER

INVESTMENTS IN CONVERTIBLE 11. At REHRE(E)

BONDS (Continued)

Notes:

(a)  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.

The Group recognised subsequent
decrease in fair value changes on the
derivative components of investments in
convertible bonds of HK$19,379,000 as at
30 September 2016.

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-1l 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.

As at 30 September 2016, the carrying
amounts of the debt and the derivative
components of the investments in
convertible bonds are HK$31,059,000
(31 March 2016: HK$32,528,000) and
HK$211,941,000 (31 March 2016:
HK$227,027,000), respectively.

GEE

(@) ZMERTDB2EREEAR
HRERBRFESZRES
MZESRETFE -

(b)y EREFHMEBENE
ERRERE -

(c) TH@EEU}E{EH SR
ﬂ“»

REBEBERARRKRE
%&QZME*B““$E
BN _FT—XRNFNA
=+ B854 19,379,000
I o

 E_E—AFNLA=T
BHILEARE - AEEGRE
HERKE AT RRESRE
& 2 1B 462,161,000
B HESM#LFER
BRESF _HORE=-_ZD
F{E 117,161,000 78 JT E2
FEATBRBREHF _N_F
—REMNA=1tRAZAYF
& # % 55,000,000 & JT
CEBEL  RNERR
AR EHFRENITES
DRZAFEEBHHER =
T-RAFAA=ZTHEM
16,038,000 7T, ©

RZE—AR"FALA=ZT+
A BEFEkAIBKRES
BETES D 2 EEE
Al /& 31,059,000 & 7T
:%*ﬁﬁiﬁi+*
B : 32,528,000 7T )
211941000/% ﬂ:(;:fg
—RNE=ZA=+—8H
227,027,000 7T) °

3 &
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Notes to the Condensed Consolidated
Financial Statements

GEER=E e

For the six months ended 30 September 2016
BE_T—"FAA=THINEA

12. INTANGIBLE ASSETS 12. EBEEE

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 RES =H 48
BME)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

BEEERSMORRS
ZEER([ZER])E®E
ETHEEE ([HEB
Bl) - —EEBEZEM®
2 EBEEBORRKE X
AR BB 5k ] 2 F R
NETEDIIRER QA
(TR Rt mBEKRE
(MBEEXREBDHHEREZEE
i WAEPEBRMNHE
EREEERRERNRE
ERABR-_ZTIFEN
AMNB R -_ZTZERF=A
—+NBEH - EEH 5
RZE-_—FMA=+H
;rZTEZZ—F#WA+=H
Bl - @AEREEZH B
AR WRARRE=ZZT
—mE+AZ+N\BRK
BB AERRAZH B
NAE] e AN B REE
REBR—NNANEFETZ
BEBWEZERZ HiE
(T6EmERBE]) - B
BZBER _Z— \FE3 8
ZEEMERE  BiUEA
EEREZERZ BB
MRBREEREEZE
M MBEKREFENZ
EndmtTREZER
T15% 2 FHEE - &
It - WBIEEA R
FRERFHANERSRE R
EZERZEBE - HE
BRZ AW B S EIEA
FEEEET - AFE
HEAFEAEEBERS
FEEREAFEZEE R
ETER - AREREEMMEZ
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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 23.10% 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

GEER=E e

For the six months ended 30 September 2016
HE_ZT—R"FNA=THILAEA

12. INTANGIBLE ASSETS (Continued) 12.

BEEE(E)
MBI RN 2 TEHIR 2K
BN R R E10FH jr
HA23.10% 2 BhER R o
EEMRE - EZ%FHWE%
u.ugi% B2z BRZIME
A RE (L ¥ T & E B
zﬁfﬂ%izam@tmm&
Bl &5 - HibBERIETR
ERAZ R EFELEZ
TERK RIEHEEESE
REME  BEREEE
HhigERE 2 BHEL -

gEoh - AR B 2P B EE
BEBEERR® - REEER
BEERRIEKER -
BB TBEHEAERRIEZ
EmzEAE - BLRF
EREBEM—HEABEIL
MELERFEMNZERE
TEMmt r MEBAYEFR
BoAAm ERFEKRSR
R—HEMRBEMILEST
ZEMZEmML  EFE
REBRREAERZ=ZZ—AN
FREBRAHRILZE
mMZEBE  HETFH
ZIRBMETEM o
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Notes to the Condensed Consolidated

Financial Statements
4R S M SRR M aE

For the six months ended 30 September 2016
BE_T—"FAA=THINEA

12. INTANGIBLE ASSETS (Continued) 12. &R E&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
30ASA T

31 to 60 days
31E260H

61 to 180 days
61£2180H

13.

REARESREME - K
RAEERR  BEAKRH
REMERRE -

B S EWERN
AEERTFTEFZIEEH
—#&A30£180H -

REBEZHZAHEEHEA
KSR 2R B HE
EIEXIPATE ) T
BT

At

31 March
2016

»n
—E—RE
=A=+—8H
HK$'000
FET
(audited)
(lEE%)

EMBEREVREERDT o —T— X/ —tFhiiREs
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Notes to the Condensed Consolidated

Financial Statements

AR S B AR MY EE

For the six months ended 30 September 2016
BE_T—"FAA=THINEA

14. TRADE PAYABLES
The following is an analysis of trade
payables by age, presented based on the
invoice date.

30 days or less
30AAT

31 to 60 days

31260H

61 to 180 days
612180H

Over 180 days
1808 A £

15. CONVERTIBLE BONDS

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.

14.

B S EMARM
B 5 RN ERREE e
SHZERAFET -

At

31 March
2016

i
—T-RE
=A=+—8H
HK$'000
FAT
(audited)
(&%)

15. ATRRES
BT EE T AT BE - AR
ANFER=-_ZE—=%1+A
—t+HRHABEREZ-ZZE—=%
+—A=-t+tBR%ETAS
“FE 5 Bl A436,800,00075
7T %.51,200,000 3% 7T &9 7]
B ES (B[R RE
F—1) MKBEETHR
Ji% (& % — }%450,000,000%
EELTER - TBRRES
—Z2EBMERARET  RNE
THHSRHTBEFEAE
H o
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Notes to the Condensed Consolidated
Financial Statements

GEER=E e

For the six months ended 30 September 2016
BE-ZT—7"FNA=THILAEA

15. CONVERTIBLE BONDS (Continued) 15. AR &E% (&)

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
I, 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 2013 and 27
October 2013 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 Bonds
| issued by the Company at 25 October
2013 and 27 October 2013 respectively,
and are calculated using Binomial Model.

On 16 June 2015, Convertible Bonds
| with aggregate principal amounts of
and HK$40,000,000 were converted
into ordinary shares of the Company.
During the period ended 30 September
2016, none of the Convertible Bond |
was converted into ordinary shares of the
Company.

MmEkES BT ESRS
ﬁA%ﬂ NEAT R R
EHHHER - FABEG
BB ES -ERAAR
ARG  BRELSESREK
70487 B REEK
R -

fid AT 4R AR B 5 — RS
o AR R T B BB A
THEFERAREETNE
@ o

Tﬁkﬁ%fuﬁﬁ%
1T AR T—fi
+ﬂ_+£5&_7 =
¢+H:+t5¥67%
BREHF—2BEHLHI AT
B9 5l A42,886,000% T
$%4,981,000/87C © JyiEid
BRI REE - FIRAE
LET R ESFMRITM
HBAEEE @ WETRARQ
RIZEERR - AQAR
—E—=F+A=-+HH
rEZF—=%+A=++
ABTZARKRES —

HhEEND ZBBRER
FES R AE671,267,0007
7T 82,161,000/ 7T » b
HAZEARHE -

RZZT —HFKRA
+ARHB  KAeHBER
40,000,000 T 2 ] #2 j&
BEHFE—EERA/AARAE
AR -BEZZT—RFAN
R=-+HILHMHE - #Ea
BRES—BEBRREAR
AlE AR -
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Notes to the Condensed Consolidated
Financial Statements

GEER=E e

For the six months ended 30 September 2016
BE_T—"FAA=THINEA

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

The movement of the liability component RRE B A - AR (&
of Convertible Bonds | for both periods is F—AEHRS 2 EEHHT
set out below: W
Principal Carrying
amount amount
r&E IREE
HK$'000 HK$’'000
FHT FHT
As at 1 April 2015 (audited) 415,600 56,547
RZZ—RFMNA—H(EEZR)
Interest charge (Note 5) - 6,518
B (FIEES)
Conversion to ordinary shares (40,000) (5,702)
HRAEBR
30 September 2015 (unaudited) 375,600 57,363

—E-RFNA=THCREER)

As at 1 April 2016 (audited) 351,600 60,305
R-F—REFMNA—H(EE%R)
Interest charge (Note 5) - 7,440

BB (M 5ES)

30 September 2016 (unaudited) 351,600 67,745
—E-RFENA=ZTH(KREEZ)
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Notes to the Condensed Consolidated
Financial Statements

GEER=E e

For the six months ended 30 September 2016
BE-ZT—7"FNA=THILAEA

15. CONVERTIBLE BONDS (Continued) 15. AR &E% (&)

As disclosed in Note 11, the Company

BN Pt EE 11 PR EE - &K

issued convertible bonds in an aggregate ARERZFT—NFMA
principle amount of HK$64,000,000, Z+mME - ZE-EN
HK$64,000,000, HK$64,000,000 and A=+8B —Z—MWF

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 1I”) for
the acquisition of Sale CB-II first, second,
third and fourth batches respectively. The
Convertible Bonds Il with zero coupon rate

+=—A=+—BRKR=F
—HFEMA=+BETA
& #8585 Bl 564,000,000
% JU - 64,000,000 7B
7T - 64,000,000 /& 7T &
64,000,000 & JT #y A] ¥
Hﬁ%%«’(%ﬁ% [AT#] k&

will mature on the tenth anniversary of the 1) ApRlikiEsE —
date of issue. #%2= ?tt ”Zﬁt&?ﬁ
Mt E AT AR E A =

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.

MRRES Sy EES
AE . MEG AR
BN AT -

ARRES B TESF
BAEN  RETAHRR
B — A HR +F AR
AR ES —ERAR

Akl  BREREK
fh0.48 T AXRES
TERRBR ]

WAk ER - KREE
o RN ETT BB RR
TEFERKEETNUNE
8] o
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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:

Notes to the Condensed Consolidated
Financial Statements

GEER=E e

For the six months ended 30 September 2016
BE_T—"FAA=THINEA

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

ARKES Z AB T8
T RRABR -_ZBE—ME
WMAZ-Z+WMWHE - —E—©M
FNA=+H - —Z—MNO
F+-—_A=+—HBHEK=F
—HFEMA=1+B%TZ
AMRESF—AEBHZ
1B D 5l &6,622,000
B T - 6,916,000 B
7T - 7,577,000 # T K&
7,790,000 7T + JhiE B Ak
R\ mE% - FAEMU
AR ESFNIRITTS
FIERETE Wt RARQA
ZIEERR - ARARRZ
Z—WNEPMA/=-+pmA -
—E—mWENA=+AH "
ZE—NF+ZA=+—
AR-—ZE—REMA=+
AgITZARKRES -5
HARZBHI ZBBERD
F1E % Bl A& 131,454,000
% T~ 118,983,000 &
7T~ 112,597,000 % 7T &
109,371,000 7T + JhERF
—HEAERE -
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Notes to the Condensed Consolidated

Financial Statements
B4R S MR R MEE

For the six months ended 30 September 2016
BE_T—"FAA=THINEA

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

Principal amount of HK$64,000,000

K £%64,000,000B T
24 April 30 August 31 December 30 April
2014 2014 2014 2015
“E-mE —E-|mF —E-mE ZB-3F
MA=t+HA NE=tH +ZA=+-H MA=1H
St({xk price HKS1.42%  HKS1I9%T  HK$1.1687T  HKS116%TT
B
Exercise price HKSO.40TT  HKS0.407%TL  HKS0.40BT  HKS0.40%TT
1feE
Discount rate 25.46% 24.92% 23.78% 23.44%
BER
Risk-free rate (note a) 2.20% 1.84% 1.85% 1.48%
BERFIE(MTa)
Expected volatility (note b) 84.57% 82.53% 80.79% 79.49%
LR )
Expected dividend yield (note c) 0.00% 0.00% 0.00% 0.00%
BEREMEE (Hzc)
Notes: st

(a)  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.

EMBREREMBRERDET « TN/ —LFFHRE

(@) ZMEDB2ERGEER
HBEBRAES K E S

MESEREE -

(b)y EREFBMAARAN

BIERRERE o

© RARANBERE
fHEf -

PR B EARE - B
BRIRES —EEBRAERA

AIEBER -

61



62

Notes to the Condensed Consolidated
Financial Statements

GEER=E e

For the six months ended 30 September 2016
BE_T—"FAA=THINEA

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

The movement of the liability component R HAM - AT RRES
of Convertible Bond Il for both periods is —2BEBD 2 EBHHT
set out below: U
Principal Carrying
amount amount
& REE
HK$'000 HK$'000
FET FET
As at 1 April 2015 (audited) 192,000 24,061
RZT—RFMA—B(EEFZ)
Issuance of Convertible Bonds Il 64,000 7,790
BATARRES =
Interest charge (Note 5) - 3,517

M 853 (B FES)

30 September 2015 (unaudited) 256,000 35,368
—E-AFNAZTB(CREER)

As at 1 April 2016 (audited) 256,000 39,456
RZZT—RFUA— B (&HF%R)
Interest charge (Note 5) - 4,565

A SR (B EE5)

30 September 2016 (unaudited) 256,000 44,021
—E-RNFENA=ZTH(EREFER)

The Company issued convertible bonds ARABBERZZE—NFt
in an aggregate principle amount of AZ+tN\BETALER
HK$715,000,000 on 28 July 2014 /715,000,000 T & A #2
(collectively referred to as “Convertible RES(FHE TR ES
Bonds Il1”) for the acquisition of 51% =1 LIRBEABRA
equity interest in Smart Ascent. The BI51% R o AT R &S
Convertible Bonds Il with a coupon rate of —ZEAFEEAE35% -
3.5% per annum mature on the seventh RETRHEFERFE
anniversary of the date of issue. HEHE -
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Notes to the Condensed Consolidated
Financial Statements

GEER=E e

For the six months ended 30 September 2016
BE_T—"FAA=THINEA

15. CONVERTIBLE BONDS (Continued) 15. AR &E% (&)

The Convertible Bonds Il 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
lll, at the conversion price per share of
HK$2.5, subject to anti-dilution clauses.

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

The Convertible Bonds Ill 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:

AHRRESF=ETEFF
BARN  RBETAHRR
BEF=ZBHREFARRE
KR BRERER Z SR AR
RAERD  BRERER
fn2.58 T AXRES
TERFRBR ]

AR ER = RES
o AR T B BB A
TEFERREETIAME
@ o

Al RS E 5 = LA B T %
T RRBR -_ZT—ME
tAZ-+NBEFZAH
BEF=BBIOZAF
& %A 233,547,000 % 7T -
DEBARBEREL
FMABEUETBRRESD
WITMSMEETE - Wit
EARRAGBZEERR - &
ARARZZE—NFLA
ZHNBETZITBRRE
k=nBAERES 2B
% #E A F1E5136,646,000
B BDEAZEAER
HAE o oBmARERNZZ2#
U
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Notes to the Condensed Consolidated
Financial Statements

GEER=E e

For the six months ended 30 September 2016
BE_T—"FAA=THINEA

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

28 July 2014

principal amount of
HK$715,000,000
—E-mELA=+N\H
7 £ %8715,000,0005% T

Stock price HK$1.27

IR E BT

Exercise price HK$2.5

TE(E BT

Discount rate 24.67%

B

Risk-free rate (note a) 1.63%

R bR ) = (P FEa)

Expected volatility (note b) 80.04%

T8 B 08 (P 5Eb)

Expected dividend yield (note ) 0.00%

TEEARR B s R (P sfc)

Notes: Mzt :

(@)  The rate was determined with reference to (@) ZAERPDZ2EREER
the yields of Hong Kong government bonds HMEBBNESRES
and treasury bills as at the date of valuation. HEEEERE -

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

() Estimated regarding the historical dividend (0 BEARARNNBERE
payout of the Company. IR EEHSH

None of Convertible Bonds Ill was PR E R HA AR - B

converted into ordinary shares of the BREHF=EERAER

Company during both interim periods. AIER -
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Notes to the Condensed Consolidated

Financial Statements

GEER=E e

For the six months ended 30 September 2016
BE_T—"FAA=THINEA

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

The movement of the liability component RREL B - ATIRRE FH
of Convertible Bond Il for both periods is ZEEBH 2EFHIHN
set out below: S8
Principal Carrying
amount amount
r&EE BREE
HK$'000 HK$'000
FET FET
As at 1 April 2015 (audited) 715,000 270,792

R-T—HFMA—B(EEZR)

Interest paid - (25,025)
BEAFLE

Interest charge (Note 5) - 27,289
BRI = (M5ES)

30 September 2015 (unaudited) 715,000 273,056
—“T-AFAA=THCGRERER)

As at 1 April 2016 (audited) 715,000 303,385
RZZE—R"FHEA—B(EFEZ)

Interest paid - (25,025)
EARFLE

Interest charge (Note 5) - 32,613
B R (M5ES)

30 September 2016 (unaudited) 715,000 310,973

—E-RFNA=TBHREER)
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On 24 March 2016, the Company entered
into a subscription agreement with Fu
Chuang Limited (the “Subscriber”),
pursuant to which the Company has
conditionally agreed to issue and the
Subscriber has conditionally agreed to
subscribe for the convertible bonds (the
“Convertible Bonds IV”) in the aggregate
principal amount of HK$50,000,000
(the “Subscription”). The maturity of the
Convertible Bonds IV will be the date
falling on the third anniversary from
the date of issue of the Convertible
Bonds IV. The Convertible Bonds IV wil
be converted into conversion shares,
being ordinary shares of the Company
of HK$0.01 each, at the conversion price
of HK$1.00 (subject to adjustments) per
conversion share. The completion of the
subscription of the Convertible Bonds by
the Subscriber was completed on 13 April
2016.

Notes to the Condensed Consolidated
Financial Statements

GEER=E e

For the six months ended 30 September 2016
BE-ZT—7"FNA=THILAEA

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

RZE—RF=ZA=+W@
A ARFIHEFAERA
AI(TRBADYIRE
oE A /NI PR F 3
RE#ET MRBAGK
HRERE ASEEA
50,000,000 /& T & A #
ESH(TBREESM])
(TRBEHE]) - JKRE
E B E B AR BT A
BREHMNBSRR=
BFEEA - ATRBRESD
B iE TR E R R D 1.008
(A FHB)NHIRES
BEBBREG (ARG
FREEO. o1;%ﬁﬁﬁjt‘&;
BR) - REABR=
¢mﬁ+,anﬁkumﬁ§7
B ES o
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Notes to the Condensed Consolidated
Financial Statements

GEER=E e

For the six months ended 30 September 2016
BE_T—"FAA=THINEA

15. CONVERTIBLE BONDS (Continued) 15. AR &E% (&)

On 6 July 2016, the Company and the Sole
Bondholder entered into a supplemental
deed (the “Supplemental Deed”),
pursuant to which the Company and the
Sole Bondholder agreed to amend a term
of the Convertible Bonds IV such that the
Company may, at any time prior to the
maturity of the Convertible Bonds IV and
by giving the holder(s) of the Convertible
Bonds IV not less than seven (7) working
days’ notice, redeem the outstanding
Convertible Bonds 1V, in whole or in
part, at a price to be agreed between the
holder(s) of the Convertible Bonds IV (the
“Redemption Price”) and Company or
any of its subsidiaries from time to time
(the “Proposed Amendment”). Save and
except for the aforesaid, all other terms
of the Convertible Bonds IV remained
unchanged.

By a notice of redemption given on 6
July 2016, the Company has elected
to redeem the remaining outstanding
Convertible Bonds IV in the aggregate
principal amount of HK$50,000,000 prior
to their maturity date of 12 April 2019 at
the Redemption Price of HK$51,003,472
(the “Early Redemption”). In this regard,
the Sole Bondholder has agreed to
waive the seven (7) working days’ notice
period required under the terms of the
Convertible Bonds IV (as amended and
supplemented by the Supplemental
Deed), and the Early Redemption was
fixed and carried out on 6 July 2016 and
the Convertible Bonds IV redeemed were
cancelled by the Company.

R-FE—XRFLHAXA "
AARHEE—FBEHFFAA
AR RE (xR
S DI J: AR NN B8 2
—EBEFFEAREBEA
BB R Z R BUE
AR R AR A R AR fE 25
B HA AT BE B B B (7 A] R AR
BEHFOFFABELET DR
tEITERZBA
BABRRESTFE AN
AR A) S H AR ] T B 2 B
BRARGEZER(EE
B)BEE 2 A HAK
TEZABERESE (&
FREFT]) - LB
MR E S N2 T A

BRERTE -

FRAR-_ZT—XNFELA
ANBBHZERBN
AARREBHB(B=ZF
—hWFENA+=—H)AE
BEBELRTASHES
50,000,00078 T Z i K 1T
fF 2 AR ESM - EE
8 /51,003,472 T ([ 12
BER]) - HikmE - ¥
—EHBEEACRERR
A A% 15 5 Y A IR (A 1
FRREBETRAETR) TH
FERE)EIERZ B
B migRELOC T
R-ZE—RFELANNBH#E
17 BREMATREESD
EHAAFFEH -
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The Redemption Price was agreed
between the Company and the Sole
Bondholder pursuant to the terms of the
Convertible Bonds IV (as amended and
supplemented by the Supplemental Deed)
and is equivalent to 100% of the principal
amount of the Convertible Bonds IV
together with the unpaid interest accrued
to 6 July 2016, being the date fixed for the
Early Redemption.

None of Convertible Bonds IV was
converted into ordinary shares of the
Company before fully early redemption.

Notes to the Condensed Consolidated
Financial Statements

GEER=E e

For the six months ended 30 September 2016
BE_T—"FAA=THINEA

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

BEOEEARRT HE—
BEHFEFEARBIRRE
H MR (R R RIEE
IR HE - AHERA]
R E AP0 100% B AN 58
BERR-_Z—XFLAN
A(AEEREEREAR)
HIR S FERTFIE. -

BETRBREETAER
S YN
LA -

The movement of the Convertible Bonds AIIARR & 5 10 2 E B & 5
IV is set out below: NN
Principal
amount
b
HK$’000
FET
Issuance of Convertible Bonds 50,000
BT BRES
Interest charge (Note 5) 1,003
2R (M5ES)
Early redemption with interest paid (51,003)

ENFEZIREER
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Notes to the Condensed Consolidated

Financial Statements
B4R S MR R MEE

For the six months ended 30 September 2016
BE_T—"FAA=THINEA

16. SHARE CAPITAL 16. BRA
Number of Share
shares capital
B EE [} &S
‘000 HK$'000
TR FET
Ordinary shares of HK$0.01 each
FREEC.0NEITH T B
Authorised:
SETE
As at 1 April 2015, 30 September
2015, 1 April 2016 and
30 September 2016 50,000,000 500,000
RN—ZE—RAFHA—AH -
—ET-RAFNA=+AH"
ZE-RFNA—BK
—E-R"FENA=T+H
Issued and fully paid:
BEETEHZ -
As at 1 April 2015 (audited) 1,304,193 13,042
RZT—RFMNA—RA(EEZ)
Conversion of Convertible Bonds |
(note a) 100,000 1,000
E]MATRRES— (Miita)
As at 30 September 2015 (unaudited) 1,404,193 14,042
RZEBE-—RAFNALA=ZTHCREERZ)
As at 1 April 2016 (audited) 1,464,193 14,642
RZE—RNFMA—B(EFZ)
Movement (note b) - -
E)(M5Eb)
As at 30 September 2016 (unaudited) 1,464,193 14,642

RZZ—RENLA=ZTHCRESEZR)

EMBREREMBRERDET « TN/ —LFFHRE

69



70

Notes to the Condensed Consolidated
Financial Statements

GEER=E e

For the six months ended 30 September 2016

HE-_T—R"FAA=THILAREA
16. SHARE CAPITAL (Continued) 16. BRA(4E)
Notes: BEE -
(@ On 16 June 2015, 100,000,000 new @ WZZT-—RFRA
ordinary shares of the Company of HK$0.01 + < A K 2 A

each were issued upon the conversion of
Convertible Bonds I. Convertible Bonds
I with aggregate principal amount of
HK$40,000,000 were converted into
100,000,000 ordinary shares of the

100,000,000 & & & M
BO00N BT ZH ERA
RE R AR A5 — 1
BHEET o WAR
EHR—2ASBER

Company at a conversion price of HK$0.4 per 40,000,000/ 7T * B8

share. # /& 100,000,000 & 4
RAIEER HRER
FR0.4BTT ©
(b) There is no movement of the issued by REBEE=ZZT—XFhA
ordinary shares during the period ended 30 =+HILERAE  B8T
September 2016. ZERBRAEED o
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Notes to the Condensed Consolidated
Financial Statements

GEER=E e

For the six months ended 30 September 2016
BE_T—"FAA=THINEA

17. FAIR VALUE MEASUREMENT 17. €M T A2 A F{EFT

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).

g
RECEMHEEZD
FEFEZEAEERS
BMEEZLQVE

AEERLOEWEENE
BEMREZAFEFE -
TRAEER S B E
EZETMEERTMA
Bz A FHECLEZMARY
ERERBASRE) AR
NRAFEFERDAREZ
ABEREREREAF
EtETAED 2 AFE
RERRN(E—EE=M) -

s FHATFEAER
BEHRRAEEHARBR
R IG PTE R
(REPFE)BH

* FHATEER
BE— R AZHE
Sh - RBEAEREE
A EE (BB ) fE
Z(BBERITE) B
HABRSH &

s EB=H/ATEFER
RAREH AL FEAR IR 7]
BRmSEN(EX
BRBAEHN)ZE
EXBBERAENZ
HETESE
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Notes to the Condensed Consoli
Financial Statements

GEER=E e

For the six months ended 30 September 2016
BE-ZT—7"FNA=THILAEA

dated

17. FAIR VALUE MEASUREMENT 17. €T Az AF¥E5
OF FINANCIAL INSTRUMENTS E(A)
(Continued)
Fair value of the Group’s financial REKEHEERRD
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 2016 hierarchy  and key inputs inputs value
R=B-RE AYE #ERER EXTTEE  FUEEBAHEH
SHER ABZTRZATE  REGE  TEBAEE BAEE DVEZBAE
Availgble-for-sale Listedbondsand ~ Level1 Quoted bid pricesinan  N/A N/A
financial assets equity investments - active market.
HK$6,288,000
(31 March 2016:
6,921,000)
TRHEERAR IR RRERE- -4 WERTHMREAE: TER AER
6,288,000
(ZF-nE
ZA=t-B:
6,921,000%7)
Conversion options Assets - Level 3 Binomial model Expected volatility The higher the
embedded in Sale CB-1 ~ HK$211,941,000 of the share price - volatilty of the
and Sale CB-ll classified as (31 March 2016: The fair value is of Extrawel, share price of
financial asset at fair value HK$227,027,000) 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), volatiity of the price of Extrawell.
position. share price of Extrawell
and dividend yield and
exercise price.
RARBREREEMAR AE- =8 B ERZREAE  RERERREA
RABRRATENER 211,941, 00087 hEgEL ATEHR-
iHQEZ#éT@ (22728 ATERERERENE RRRERERE-
FETARES- =t-B: &1@%@75ﬁmm%
zf@‘ ﬁ& 0 207,007, 000%7t) ) BERENE

H%%%T RiTfEEf

ite
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Notes to the Condensed Consolidated
Financial Statements

GEER=E e

For the six months ended 30 September 2016
BE_T—"FAA=THINEA

17. FAIR VALUE MEASUREMENT 17. €@ T A2 A F¥{ES

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 2016 and
2015.

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(#)

RIBEE EEERA
FENEZAEES
MEEZAFEE)

RBEZFT-—RFR=-F
—HEFAR=+HBIH
B TRAFERBSZR
ZEEEaES -

KRAREERR  NEH
AR e B TS RR M DA SH K
RIRZEMEENR SR
BEZEEERZEATE
HE -

EMBREREMBRERDET « TN/ —LFFHRE

73



74

Notes to the Condensed Consolidated

Financial Statements
B4R S MR R MEE

For the six months ended 30 September 2016

HE-T—"FENA=1THI~EA
17. FAIR VALUE MEASUREMENT 17. €® I B2 A FES
OF FINANCIAL INSTRUMENTS (&)
(Continued)
Reconciliation of Level 3 fair AHEREFRENTE
value measurements of the HozE=R2F¥E
derivative component of the FFEZHERR
investments in convertible bonds
Derivative
component
of the
investments
in convertible
bonds
TRRES
REZ
fTES2
HK$'000
FAT
As at 1 April 2015 (audited) 233,337
RZZE-RFNA—-B(EER)
Fair value recognised upon acquisition 52,199
WiEREERZATE
Change in fair value gain in profit or loss 16,038
ATHEEHRERT 2 K&
As at 30 September 2015 (unaudited) 301,574
RZE-RENA=TR(REER)
As at 1 April 2016 (audited) 227,027
RZE-R"ENA—H(EER)
Others 4,293
Hith
Change in fair value gain in profit or loss (19,379)
AVHEEHRERT 2 K&
As at 30 September 2016 (unaudited) 211,941

RZB—AENA=TH(KERZ)
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Notes to the Condensed Consolidated
Financial Statements

GEER=E e

For the six months ended 30 September 2016
BE_T—"FAA=THINEA

17. FAIR VALUE MEASUREMENT 17. €@ T A2 A F¥{ES

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.

Information about the valuation
techniques and inputs used in determining
the fair value of the financial instruments
are disclosed above.

B(#)

FIERERTHERANER
REERRAGEURRE
F-RFERRESR -
BN AR ERRTE 2
TESMIAZHMERESR
B At A [ EAb et K&
Bl

RFEFERMGER
F
ARREEEAERKE
EREARFIKEREREZ
RFEFEBEZHEEGRES
ERBABIE -

EfESAEERABZAYF
B - AEB R EER
ABRMSEE - A1 E
F-R@ABEZBR
T AKEZRBE=7A
EREEMETHE - &K
NEEE B RN (L E R
BEmAE  MUER MG
B ERE @ ARE
BB+ FHASHERAAN
NAEEGER  URE
ERMTARAFERBDHZR
°

FHETEMIAQYE
TR 2 BETERE A
BZEHMR EXHE -

EMBREREMBRERDET « TN/ —LFFHRE

75



76

Notes to the Condensed Consolidated

Financial Statements
4R S M SRR M aE

For the six months ended 30 September 2016
BE_T—"FAA=THINEA

18. COMMITMENTS
(a) Lease commitments
At 30 September 2016, the total
future minimum lease payments of
the Group under non-cancellable
operating leases were payable as
follows:

18. &I
(a)

Future aggregate minimum lease

payments under operating leases

in respect of land and buildings
BELHRIETF  LEHEE

I RREEBEFIEETE

— within one year

- —FR

—in the second to fifth years inclusive

-F_EERF(BRERME)

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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HERE
RZTE—XRFNA
=1+08 XEERE
TR B EEREM
BNz REFKER
EREBERENT

At

31 March
2016

i
—T—REF
=RA=+-R
HK$'000
T
(audited)
(fe=%)

1,057

1,057

REEENREARSE
BEpEETHAE
ERERBIFEEA
X2 EE - BEZ
HENZFHRRNF
FEEHRAZEEE
ETE  RITEBIE
HAMEE -



Notes to the Condensed Consolidated

Financial Statements
B4R S MR R MEE

For the six months ended 30 September 2016
BE_T—"FAA=THINEA

18. COMMITMENTS (Continued)
(b) Other commitments

(M)

The Group had other
commitments of RMB4,500,000
(equivalent to approximately
HK$5,231,000) at 30
September 2016 (31 March
2016: RMB4,500,000
(equivalent to approximately
HK$5,409,000)) 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 (“SBIA"),
the administrator of the Tan
Jia Zhen Life Sciences Prize
pursuant to the Tan Jia Zhen
Life Sciences Prize Sponsorship
agreement (“Sponsorship
agreement”)

18. RIE(&E

(b) EAtEiE

(i)

RIT—XREN
A=+H &&
EMEMEES
A R # 4,500,000
T(HERSYD
5,231,000 # 7T )
(ZZ—XF=A
=t+—H: AR
#4,500,0007T, (8
& 7 495,409,000
BIL)) R
BEH KR EBT
W) B BT
#we ([SBIA )
(B#REE®
Rl 288 7 &
B RBEAR
1A R AR
BB S
([REENH
ER DI R
A B2 AE
ZHIERITH
BRANEEZ &
BREMT-
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Notes to the Condensed Consolidated

Financial Statements
B4R S MR R MEE

For the six months ended 30 September 2016

HE-T—

NENA=THIERER

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

(M)

(Continued)

On 8 November 2016, the
Company, SBIA and among
others entered into the
Termination Agreement,
pursuant to which the parties
mutually agreed to terminate
the Sponsorship Agreement
with retrospective effect from
1 January 2015 and all the
right and obligations of both
parties under the Sponsorship
Agreement were terminated
with effect from the effective
date.

As part of termination of the
Sponsorship Agreement, the
Company agreed to establish
the Life Science Fund together
with SBIA and among others
and make an one-off capital
contribution of RMB1,000,000
to the Life Science Fund and
RMB500,000 for the set-up and
operation of the Life Science
Fund.

18. RIE(&E

(b) HtEyE(E)

(i)
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Notes to the Condensed Consolidated

Financial Statements
B4R S MR R MEE

For the six months ended 30 September 2016

HE-T—

NENA=THIERER

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

(i)

Pursuant to clinical trial of
the oral insulin project, Fosse
Bio has entered into service
contracts with &5 ZHK
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

18. RIE(&E

(b) HtEyE(E)

(if)

BAEREES
RIEBB R
ERAEBERA
AI([EBE
BALl)B®A
fREES =1E B
2 & R ORI &L ET
YHBAEZ-ZT
ThE+ZA
+AXBERZZ
- F = A
—+mHZR
BAEN  BE
DAABEARE
12,080,000
TRARE
10,400,000
T IR R
ROBIE & 12 R
% X 18 @8 B IR

WrgE
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Notes to the Condensed Consolidated
Financial Statements

AR S B AR MY EE

For the six months ended 30 September 2016
BE_T—"FAA=THINEA

19. RELATED PARTY TRANSACTIONS 19. BEA LR S

During the period, the Group entered into AEERBRNEBEA L
the following transactions with related EITZRSMT
parties:

Six months ended
30 September
BEAA=THLEAEA

2015
—T-RF
HK$'000
FET
(unaudited)
(REEER)
Service fee expense paid and payable to
Dr. Mao, a shareholder of the Company 336
BN REMAARRREER LT 2
MR% BB X
Compensation of key management
personnel:
FEFTIEAE 2| -
Short-term employment benefits 1,084
REEERA
Post-employment benefits 43

BERIR B A
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Notes to the Condensed Consolidated
Financial Statements

GEER=E e

For the six months ended 30 September 2016
BE_T—"FAA=THINEA

20. CONTINGENT LIABILITIES AND 20. A& BERFR

LITIGATION

Litigation concerning CNL (Pinghu) RABRBR ()
Biotech Co. Ltd. (“CNL (Pinghu)”) in EYHEAMERI T ([
the PRC far (SF3#) 1) 2 s e

On 17 April 2012, a writ of summons
was issued by TEInEREREEEGR
2 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,

WZZE——FmMA++
A I#KEELEEE
BARI([I&KE ) (1E
RRE)RFEMARA
ZHERE2EWMBARH
w/CER) (EAWE) B
BESHK REE@HBHF
B/ (FE#R) BT B8R IR g 5T
AfAE-Z—ZF+AN
BrEEABREHE
RfAE-_ZT—ZF+=A
+tBzEERE R B
BE-_T——F=ZANBZ
WaRmE(RBIE2EH
FDBETZRERTKE
ERISATSIEZ Fag - L
BRI g R T () RIE
AR #13,150,0007T Z &
TR EEKRAS - HEFE
REMZFARAE - B
BiEHE  BEBKREAE
A R ¥ 16,675,000 7T °
TERIGEREET 28
TERBLEE  ¢EAA
R # 29,126,000 7T ° 3
EMHEEANSEREE
RER - PE(FH)E
¥ AR # 16,601,000
TYR—E——FXA
“t R ERERAK -
RZE—=—FMA=+HX
B I#inE B BREHY
FR(ER) 2REHTE -
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LITIGATION (Continued)
Litigation concerning CNL (Pinghu)
Biotech Co. Ltd. (“CNL (Pinghu)”) in
the PRC (Continued)

Jiangsu 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
AT EF ™ ARER (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
(Pinghu) filed an application to appea

Notes to the Condensed Consolidated
Financial Statements

GEER=E e

For the six months ended 30 September 2016
BE_T—"FAA=THINEA

20. CONTINGENT LIABILITIES AND 20.

HAEERFR(E)

RHPEBEB@EPRE(EH)
EYEAMTERAT(
&7 (EH) 1) 2 5Rea (&)
BUL - RECE#) 2 8B1T
7 % A R ¥ 15,000,000
TRERGEZEEBE
REE - EREREZERS
MR _E——&F<A=+
A &222,0008 7T * EX
BERREHETHMI Z S
o ZREBBEORER
—ET—=FXA=+8HLt
FERB N_T—=%
—At+mBE —EBIR
SEEM AR E TR ER
T BE—HER - F
BREARAAARE
15,093,000 7T ( 2 & R 49
19,142,000/ ) B A R #&
18,766,000 7T (48 & A 49
23,801,000/ 70) 2 M °
BERHA-_T—=%F+
AZ+NRBZHEBEES
B FHEERFEMESE
KA AR ¥ 18,766,000
AR S c RZF
—=F+=ZA=+8 ¥
TA R AREREL
HE—FPREHT Bt
PR BERREEE
A B AT R 18 S (B
AR ) BLATIR A EER
%2 BH AR3,309,000
7T (HBE MR 44,197,000
JC) o R (CE) T
ZEMPHARERE B
FHR - R -_Z—UFMNA
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Financial Statements
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For the six months ended 30 September 2016
BE_T—"FAA=THINEA

LITIGATION (Continued)

20. CONTINGENT LIABILITIES AND 20. i AEERFAE)

Litigation concerning CNL (Pinghu) RABRBR ()
Biotech Co. Ltd. ("CNL (Pinghu)”) in EYFEMAERAT(

the PRC (Continued)

to MIAZETPRARER (the
Intermediate People’s Court of Jiaxing
City, Zhejiang Province). On 25 April
2014, MIABZETHRRARZER upheld
the original ruling of 1L & FMHm ARZE
Bt 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. There is no further
payment was made by the Company for
the year ended 31 March 2016 and for the
Financial Period.

Litigation concerning Longmark
(Shanghai) in the PRC

The Company’s associate, Longmark
(Shanghai) entered into a tenancy
agreement with /8 RIBLEERBRA
A} ("the tenant”) for the use of premises
located in BB RERERIIK1287F25%
# N —/E (“the Premises”) on 9 August
2011.
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LITIGATION (Continued)
Litigation concerning Longmark
(Shanghai) in the PRC (Continued)
On 2 November 2015, the tenant filed
a writ of summons in PRC against
Longmark (Shanghai) claiming the sum of
RMB213,610 (equivalent to HK$256,778)
being compensation for the loss resulted
from the suspension of electric power
supply on the Premises.

The directors believe that the above legal
claim will not have a material adverse
effect on the results of the operations,
cash flow or financial positions of the
Group. As there is no certainty of the
outcome of this legal case, the potential
losses, if any, which may arise from
this claim has not been reflected in the
consolidated financial statements.

The legal case has not been concluded up
to the date of this consolidated financial
statements.

Notes to the Condensed Consolidated
Financial Statements
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