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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
2017 (the “Financial Period”) and the six months ended 30
September 2016 (the “Previous Financial Period”).

For the Financial Period, the Group recorded revenue of
approximately HK$9.7 million, an increase of approximately
59% in revenue from approximately HK$6.1 million as
recorded in the Previous Financial Period. The increase in
revenue was largely due to the increase of business activity
in the Group’s trading of beauty equipment and products
segment during the Financial Period as the Group focused
more of its resources on the business.

For the Financial Period, the loss attributable to the owners
of the Company amounted to approximately HK$146.67
million, representing an increase in loss of approximately
100% from the loss attributable to owners of the Company
in the amount of approximately HK$73.3 million recorded in
the Previous Financial Period. The comparative increase in
loss for the Financial Period of HK$73.4 million was primarily
due to the decrease in fair value of derivative components
of the Group’s investments in convertible bonds that were
issued by Extrawell Pharmaceutical Holdings Limited
(“Extrawell”), as well as the increase in impairment loss on
interest in Extrawell. Extrawell, a company of which shares
are listed on the Main Board of The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) that is principally
engaged in the marketing and distribution of pharmaceutical
products to customers in the People’s Republic of China (the
“PRC” or “China”), the development, manufacture and sales
of pharmaceutical products in the PRC and the business
of commercial exploitation and development of genome
related technology.
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OUTLOOK

The Group is continuing to develop its trading of beauty
equipment and products business. Although there was
keen competition in the market, the Group will allocate more
resources to boost up the business.

The Group also engages in development of a technology
that would allow insulin to be administered orally. The
technology is still in the research and development stage.
The Group is planning the part B, Phase lll of the clinical
trial which is typically considered as the final stage of clinical
trial before commercialization. The Group will use its best
endeavours to commercialise the product by the end of
2019.

The Company continues to actively pursue and review
cooperation, joint ventures, and investments with suitable
partners and will continue to focus on improving the
Group’s attractiveness and profitability as necessary to
enhance shareholder returns and the sustainable long-term
development of the Group as a whole.

APPRECIATION

On behalf of all the members of the Board, | 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 years, 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 2017
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GROUP RESULTS

Revenue of the Group for the Financial Period amounted
to approximately HK$9.7 million, representing an increase
of approximately 59% as compared with the total revenue
of approximately HK$6.1 million that was recorded in
the Previous Financial Period. The increase was mainly
attributable to the increase in business of the trading
of beauty equipment and products segment during the
Financial Period. Loss attributable to the owners of the
Company increased to HK$146.67 million for the Financial
Period, representing an increase from the loss of HK$73.3
million that was recorded in the Previous Financial Period.
The increase of loss was primarily due to the decrease in fair
value of derivative components of the Group’s investments
in convertible bonds that were issued by Extrawell as well
as the increase in impairment loss on interest in Extrawell,
for the Financial Period as compared with the Previous
Financial Period.

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. The provision of genetic testing services did not
generate any revenue this year and in the Previous Financial
Period.

ent Discussion and Analysis
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Management Discussion an

Distribution of bio-industrial products

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

Trading of beauty equipment and products

The Group commenced the trading of beauty equipment
and products since June 2013. During the Financial Period,
revenue arising from the trading of beauty equipment
and products amounted to approximately HK$9.7 million,
representing an increase of approximately 59% from the
revenue in the amount of approximately HK$6.1 million that
was recorded in 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 Group’s
consolidated statement of financial position under interests
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.
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Research and development

The in-process research and development project (the “In-
process R&D”) represented an in-process research and
development project involving an oral insulin product (the
“Product”). The Group will inject additional resources into
clinical trial of the In-process R&D and consolidate the effort
of the project team in order to facilitate the development of
it.

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 Group’s portfolio
and development.

The In-process R&D was recorded as intangible asset
in Group’s consolidated statement of financial position
with carrying value of HK$1,373 million. The management
performs the impairment assessment at the end of each
reporting period.

The recoverable amount of the intangible asset is
determined based on fair value calculations which used
cash flow projections prepared by the management of the
Group using certain key assumptions. Key assumptions
for the fair value calculations were based on estimated
cash inflows derived from budgeted sales and gross
margin which estimates are based on the expectations
for the market development. In addition, the fundamental
assumptions included the regulatory approvals from the
relevant government bodies (in particular, the granting
of the certificate of new medicine and pharmaceutical
manufacturing permit for the Product by CFDA) to launch
the Product by the end of 2019.

ent Discussion and Analysis
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At the end of the Financial Period, the Directors of the
Company have performed impairment assessment on the
intangible asset. The recoverable amount of the intangible
asset is determined based on the estimated fair value of the
In-process R&D. Based on the assessment, the recoverable
amount of the Group’s intangible asset is estimated to be
higher than the carrying amount and therefore the Directors
of the Company considered that no impairment is necessary
as at 30 September 2017.

The auditors of the Company expressed a disclaimer of
opinion on the consolidated financial statements of the
Group for the year ended 31 March 2017 on a basis that the
carrying amount of the In-process R&D is determined based
on the management’s key assumptions which are made
with high degree of estimation uncertainties. The carrying
amount is highly dependent upon further research and
development work that is required to be carried out, results
of clinical trials, successful launching of the Product by the
end of 2019 and key assumptions to be applied in preparing
a cash flow projection for the sales of the Product.

As at the date of this report, the Product is still in the
research and development stage. Accordingly, uncertainty
as to when the Product can be launched exists. To address
the audit qualification, the Group will use its best endeavors
to commercialise the Product by the end of 2019:

The Group has accounted for reasonable amount of time for
each process until commercialisation of the Product. The
Group will use its best endeavours to commercialise the
Product by the end of 2019. Nonetheless, commercialisation
of the Product is subject to uncertainties and risks arising
from the results of the clinical trial of the Product and
the assessment of China Food and Drug Administration
(“CFDA”). These factors may be beyond the control of the
Group and may lead to further delay in the timetable. To
the best knowledge, information and belief of the Directors,
other than the uncertainties and risks arising from the
results of the clinical trial of the Product and the assessment
of CFDA, there are no other foreseeable obstacles/issues
leading to further delay in the timetable.
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Under normal circumstances, part B, Phase lll of the clinical
trial is typically considered as the final stage of clinical
trial before commercialisation in the PRC. Accordingly,
once the Group has commenced part B, Phase lll of the
clinical trial of the Product, the Group will be in a better
position to ascertain the expected launch progress of the
Product, and by that time the Group will be able to provide
additional supporting evidence, for example, research and
development results and status updates to the Group’s
auditors to support the management’s assumptions on the
timing and probability of success in launching the Product.
The Board will, as appropriate in the circumstances, engage
the auditors at an early stage to discuss the audit plan and
how to address the issues, in particular once the Group
has commenced part B of Phase Il of the clinical trial of the
Product.

As set out in the Circular, on 17 March 2014, the Group
and the Extrawell Group entered into a conditional sale
and purchase agreement where the Company agreed to
purchase 51% of the equity interest in Smart Ascent Limited
(“Smart Ascent” together with its subsidiaries, the “SAL
Group”) from the Extrawell Group. As part of the agreement,
the Group has undertaken to the Extrawell Group that for
a period of 3 years from completion, the Group would, on
a best endeavor basis, solely assume the future capital
and operational expenditures of Smart Ascent by way
of unsecured interest-free shareholder’s loans up to the
amount of HK$600 million from July 2014 to July 2017. The
undertaking ceased to be valid upon expiry in July 2017.
The Group is still in discussion with Extrawell regarding
the arrangement after the expiry of the undertaking.
Prior to reaching an agreement with Extrawell, the Group
undertakes the provision of funding to the development of
the Product in the PRC by internal resources upon expiry of
the undertaking.
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Management Discussion an

The In-process R&D is subject to inherent uncertainties and
risks which may be beyond the control of the Group. Certain
evidence and information may not be available and cannot
be obtained in forming the auditors’ opinions. The Group
would use its best efforts to commercialise the Product and
provide the evidence and information to the auditors as and
when available.

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.

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 given the uncertainty of the
policy and regulatory environment of genetic testing in the
PRC and does not anticipate a recovery of 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.
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Distribution of bio-industrial products

CNL (Pinghu) Biotech Co. Ltd. (“CNL (Pinghu)”), a non-
wholly owned subsidiary of the Company, commenced
the construction of the production plant, research and
development workshop and office in 2010. Since 2012, CNL
(Pinghu) has been a defendant to a civil litigation suit in the
PRC regarding 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 RMB4.2 million to the plaintiffs. Payments were made in
respect of the litigation in accordance with the directions of
the court. The court has delayed payments to the plaintiff at
this time and further reports will be made by the Company
as and when appropriate pursuant to the requirements of
the Listing Rules.

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 revenue.

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 still in high demand given the development of Asian
economies.

ent Discussion and Analysis
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Management Discussion an

Securities investment

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.

Research and development

To further ensure that the Product will be able to
commercialise by end of 2019, the Group will also allocate
more human resources to the project and strengthen its
project team so that relevant personnel of the project team
will regularly monitor the progress and make regular reports
to the management of the Company so as to ensure the In-
process R&D can be completed according to the Group’s
schedule to commercialise the Product. The Group will also
engage appropriate number of hospitals to carry out the
clinical trials so that part B, phase Ill of the clinical trial of the
Product can be completed on or before the first quarter of
2019.

During the Financial Period, the Group also explored
potential opportunities with investors and potential partners
but as at the date of this Report the Group has yet to
encounter a suitable business partner. The Group will
continue to evaluate potential products that would be used
to bolster the Group’s pipeline.
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FINANCIAL REVIEW
Capital structure

Authorised:
50,000,000,000 ordinary
shares of HK$0.01 each

ETE

T2 gk (TRG )

31.3.2017
—B—tF
=A=+—H
HK$°000
TR

HK$ (0]0[0]
FHBIT

50,000,000,0004% & i E (€0.01/8

(the “Shares”) 500,000 500,000
Issued and fully paid: BEITREHR
1,464,193,024 Shares 1,464,193,024 frth (R =T —+
(As at 31 March 2017: F=A=+—H :1,464,193,024
1,464,193,024 Shares) &A1) 14,642 14,642
Liquidity and financial resources REBESTRHBER

As at 30 September 2017, the Group had bank and cash
balances of approximately HK$28.9 million (31 March 2017:
approximately HK$61.3 million).

As at 30 September 2017, total borrowings of the Group
were approximately HK$571 million (31 March 2017:
approximately HK$542.4 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 an

The ratio of current assets to current liabilities of the Group
was 1.35 as at 30 September 2017 as compared to the
1.03 as at 31 March 2017. The Group’s gearing ratio
as at 30 September 2017 was 0.3 (31 March 2017: 0.3)
which is calculated based on the Group’s total liabilities
of approximately HK$586.9 million (31 March 2017:
approximately HK$552.6 million) and the Group’s total
assets of approximately HK$1,736 million (31 March 2017:
approximately HK$1,851 million).

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

Significant acquisition and investments

On 11 March 2017, the Company and a seller entered into
a Memorandum of Understanding (the “MOU”), pursuant
to which the Company intended to acquire the controlling
interest in three companies which are principally engaged in
the provision of one-stop accredited medical consultation
and health examination services in Hong Kong.

On 14 September 2017, the MOU was terminated and no
definitive agreement was finalised and entered into between
the Company and the seller for the acquisition.

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.

Charges on the Group’s assets

As at 30 September 2017, the Group and the Company did
not have any charges on their assets (31 March 2017: Nil).

Contingent liabilities

Details of litigation and contingent liabilities are set out in
note 20 to the consolidated financial statements.
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Foreign exchange exposure

The monetary assets and liabilities and businesses of
the Group are mainly 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.

Number and numeration of employees

As at 30 September 2017, the Group had 24 full time
employees (31 March 2017: 24), most of whom work in
the Company’s subsidiaries in the PRC. It is the Group’s
policy that the remuneration of employees and Directors
are 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 amounts to approximately HK$3.3
million (Previous Financial Period: approximately HK$2.9
million).

Segment information
Details of the segment information are set out in note 3 to
the consolidated financial statements.

Tang Rong
Executive Director

Hong Kong, 29 November 2017
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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.

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.
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*E}EJ: AR R 2 HA B

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model
Code”) as set out in Appendix 10 to the Listing Rules
as the 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.

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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DIRECTORS’ INTERESTS IN SHARES

As at 30 September 2017, 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:

Long positions in the issued share capital of the
Company

Name of Director Capacity

EEEER 54

Tang Rong Beneficial owner
B ERBEAA

Save as disclosed above, as at 30 September 2017, 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.
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in Accordance with the Listing Rules

RiIE EmRRIKRE 2 EibER

SUBSTANTIAL SHAREHOLDERS’ AND FERRREMALTRRG
OTHER PERSONS’ INTERESTS AND REBARO 2 EERAXR

SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

As at 30 September 2017, 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:

RZE—EFNA=+H REE
H R HE GO E3BRFE Z AR A
Betn RABBR D 2 S RARER
Mm#E - THERTBEARALZ
ERASMITHRAB)RARAD
TR AR B AR AR B i B 5% A
b

Long/Short positions in the issued share capital REDTCHITREAZEFE

of the Company

RE
Number of

Percentage of

shares/ Long (L) or the issued
underlying Short (S) share capital of
Name of shareholders Capacity shares held position  the Company
: AT
BEZRH/ FRU BRfT
BRE® a1 RERGHE RE(S) BREBD L
Dr. Mao Yumin (note 1) Beneficial owner 1,092,700,000 L 74.63%
ERRET (FiE) ERAAA
Beneficial owner 1,700,000,000 S 116.10%
ERfiAA
Interest of a controlled corporation 709,451,350 L 48.45%
REHER R
United Gene Holdings Limited (note  Beneficial owner 55,500,000 L 3.79%
1)
BRERERER AR (1) ERfEA
Interest of a controlled corporation 653,951,350 L 44.66%
REHER R
Dr. Xie Yi (note 2) Interest of a controlled corporation 13,951,350 L 0.95%
AREL (MFE2) REHER R
Ease Gold Investments Limited Interest of a controlled corporation 13,951,350 L 0.95%
(note 2) (fiti2) REHER R
Good Links Limited (note 3) ([f7£3)  Interest of a controlled corporation 18,951,350 L 0.95%

REHEE 2 BR
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Number of
shares/
underlying
Name of shareholders Capacity shares held
BEZRH/
BRRE® &t HERGEE
Victory Trend Limited (note 3) (f{F  Interest of a controlled corporation 13,951,350
3)
FRHEE 2l
Best Champion Holdings Limited Interest of a controlled corporation 13,951,350
(note 4) REHEE 2 ER
SERRBRAR (M)
China United Gene Investment Beneficial owner 13,951,350
Holdings Limited (note 5) (f{3k5)  BHHAA
Chau Yiu Ting Beneficial owner 302,600,000
FRE ERfEA
Notes: P 5E -

1.

These include (i) 213,700,000 ordinary shares held by Dr.
Mao directly; (i) 879,000,000 and 640,000,000 derivative
shares held by Dr. Mao and JNJ Investments Limited (“JNJ”)
respectively, which shall be issued by the Company upon
exercise of the conversion rights attached to the convertible
bonds in an aggregate principal amount of HK$607,600,000
issued by the Company. JNJ is an indirect wholly-owned
subsidiary of United Gene Group Limited, which is in
turn wholly owned by United Gene Holdings Limited; (iii)
55,500,000 ordinary shares held through United Gene
Holdings Limited and (iv) 13,951,350 ordinary shares held
through China United Gene Investment Holdings Limited,
which is held as to 60% by Best Champion Holdings
Limited, and which is in turn held as to 33.5% and 33% by
United Gene Holdings Limited and Victory Trend Limited
respectively. Victory Trend Limited is wholly owned by Good
Links Limited. United Gene Holdings Limited and Good Links
Limited are 100% and 50% held by Dr. Mao respectively.
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in Aceordance with the Listing Rules
BELTRAREZHER
2. Ease Gold Investments 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 Investments 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 2017.

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.

2. Ease Gold Investments Limited ( £
HREL(HELD2ERA) %
AYEZRR B R R A 2 33.50%0%
¥ o

3. Victory Trend Limitedf3Good Links
Limited%® & # %& + mGood Links
Limited EE + RHBELHRIHES
50% K50% - mVictory Trend Limited
%A S EERER A [ 2 33.00%
fs#

4. IEZERERARDD A HEA
E A% KR AR A A - Ease Gold
Investments Limited & Victory Trend
Limited# %A 33.50% - 33.50% &
33.00%H% 1 °

5. China United Gene Investment
Holdings Limited A Sl £ 1% i & BR A
A B 60% M 1 -
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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; (i) 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.

As at 30 September 2017, 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

FHHRFREEEREMEEKER
For the six months ended 30 September 2017
HE-_ZE—TFNA=1+TRHILXEAR

Six months ended
30 September
BEABA=1+RHILAXEA
2017 2016

—EB—tF
HK$’000 HK$’000
FET FiBT
Notes (unaudited) (unaudited)
5 (REER) (REER)

Revenue e &5 3 9,729 6,046
Cost of sales and services SHE R ARAG A AR (8,806) (5,565)
Gross profit E R 923 481
Other income HAa g A 4,494 5,802
Other gains and losses, net  E b U 25 & E548 H 58 4 (98,994) (28,000)
Selling expenses & 2 (320) (119)
Administrative expenses THFAX (5,471) (9,910)
Other expenses Hf X (314) (157)
Share of results of associates 915 B & A & 45 5,339 4,092
Finance costs Bt 1% & 5 (53,607) (46,284)
Loss before tax Al E 1R (147,950) (74,095)
Income tax FriS % — —
Loss for the period HRNEE 6 (147,950) (74,095)
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

FRFeEEREMEERER

For the six months ended 30 September 2017
HE-_ZE—tFNA=1TRHILXER

Six months ended
30 September
BEABA=1+RHILAXEA
2017 2016
—B—tF NG

HK$’000 HK$’000
FHER FHT
(unaudited) (unaudited)
(REER) (REER)

Other comprehensive Hzm (Ax) K=
(expense) income
ltems that may be HergeEsH»
subsequently reclassified EEm2EE
to profit or loss:
Fair value changes of AHEHESHE
available-for-sale EZRATE
financial assets 2] - (634)
Reclassification HEAHRLEES
adjustments for the MEEERHR
accumulated loss upon ABIEELZ
disposal of available- B EAR
for-sale financial
assets (40) 44
Exchange difference on BREBINEIE 2
translation of foreign bE i Z 58
operations (725) (12)
(765) (602)
Total comprehensive expense Hj A2 M F 7 42 %8
for the period (148,715) (74,697)
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

FHHRFREEEREMEEKER
For the six months ended 30 September 2017
HE-_ZE—TFNA=1+TRHILXEAR

Six months ended
30 September
BEABA=1+RHILAXEA
2017 2016

—EB—tF
HK$’000 HK$’000
FET FiBT
Notes (unaudited) (unaudited)
5 (REER) (REER)

Loss for the period AT AT EEEA
attributable to: &8
Owners of the Company NAEHER A (146,670) (73,290)
Non-controlling interests FEE IR M 2 (1,280) (805)
(147,950) (74,005)
Total comprehensive expense A T~ A+ (5 EI R
for the period attributable TEAXRE :
to:
Owners of the Company KARBEAE AN (147,218) (73,892)
Non-controlling interests FEE IR 1 2 (1,497) (805)
(148,715) (74,697)
Loss per share FREE 8
Basic HAK HK(10.02) HK(5.01)
cents &l cents Ll
Diluted 85 HK(10.02) HK(5.01)

cents &L cents &l
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Condensed Consolidated Statement of Financial Position

fEEAAR S MR R &
At 30 September 2017
RZZE—+FNA=1H

At 30
September
2017
R-ZB—t&F
hA=+H
HK$°000 HK$’'000
FExT TAT
Notes (unaudited) (audited)
ek (REER) (K5 1%)
Non-current assets kREBEE
Property, plant and equipment  #1% - B k& & 9 205 32,385
Interests in associates i RN o e 10 80,522 113,462
Investments in convertible KA IR EH
bonds "E 11 163,230 225,245
Intangible assets EREE 12 1,373,224 1,373,224
Available-for-sale financial b ESRmEE
assets - 22,501
Amount due from the JiE U — ] B & R R
subsidiary of an associate 1 ENGIE e 9,285 8,125
1,626,466 1,774,942
Current assets REEE
Trade receivables B 5 EWERE K 13 7,732 6,375
Available-for-sale financial it ESREE
assets 56,668 —
Prepayments, deposits and TENFE ek
other receivables H b fE W SRR 16,699 8,333
Bank and cash balances RITRIBSERR 28,929 61,316
110,028 76,024

2017/18F R HisR &
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Condensed Consolidated Statement of Financial Position

B4R & B AR &
At 30 September 2017
R-E—+FNA=+A

At 30
September
2017
R-ZB—t&F
hA=+H
HK$°000 HK$’'000
FExT TAT
Notes (unaudited) (audited)
ek (REER) (K5 1%)
Current liabilities REEE
Trade payables B ZREMNER 14 8,139 2,237
Accruals and other payables EErER R
H b F& {5 I8 7,784 5,863
Amounts due to non- JE 15 FE 50 A% 2
controlling interests I 22,871 22,871
Amounts due to former non- JE 1~ B BE 122 AR HE 2
controlling interests FIH 823 823
Amount due to the subsidiary & — R B¢ < A &
of an associate 1 ENGIE e 41,947 41,947
81,564 73,741
Net current assets RBEEFHE 28,464 2,283
Total assets less current BMEERRBAERS
liabilities 1,654,930 1,777,225
Non-current liabilities EREBEE
Convertible bonds ABREKRES 15 498,387 470,671
Deferred tax liabilities RERIBEE - 2,162
Loan from a non-controlling KB FEIE AR S
interest B3R 6,933 6,067
505,320 478,900
NET ASSETS EERR 1,149,610 1,298,325
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Condensed Consolidated Statement of Financial Position

fEEAAR S MR R &
At 30 September 2017
RZZE—+FNA=1H

At 30 At 31
September March
2017 2017
R-ZB—tF RZT—tF
hA=+H =ZA=+—H
HK$’000 HK$’000
FExT TAT
Notes (unaudited) (audited)
B 5 (REEX) (K5 1%)
Capital and reserves BEAREHE

Share capital A% 72X 14,642 14,642
Reserves Eki 266,114 413,332

Equity attributable to owners of 7R BB A FE(G#EZS
the Company 280,756 427,974
Non-controlling interests FEVE IR A 868,854 870,351
TOTAL EQUITY R 1,149,610 1,298,325

The condensed consolidated financial statements on pages
24 to 29 were approved and authorised for issue by the
Board of Directors on 29 November 2017 and are signed on
its behalf by:

JIANG NIAN
BE
DIRECTOR
BF

2017/184FH £

N EAEEF20H 2 ERGE Y
BHRRELHEZTEN _T—tF
T—AZTAB#ERRETE
WHIATEERREE

TANG RONG
B
DIRECTOR
BF

W&
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Condensed Consolidated Statement of Changes in Equity
HRFRERASE R

For the six months ended 30 September 2017
HE-Z—tFNA=+HLEA

At 1 April 2016
(aud\ted)

~E
mA- E (#27)

Share
capital

14,642

Convertible
bonds
Share equity
premium  reserve
TRRES
RiEf BEEE
000  HK$'000
T

1,119,204 1,152,862

Attributable to owners of the Company

AAAREAEL

Investment
revaluation
reserve

(402)

Property
revaluation

reserve

5,934

Other
reserve

4,140

Statutory
reserve

347

Foreign
currency  Accumulated
translation losses
reserve Total

&if
Bt

Total

879,504

Non-
controlling
interests

509,612 1,479,016

Loss for the period
Other comprehensive
expense for the

period
BRENRERR

(590)

- (329

(805)

(13290 (740%)

602 (602

Total comprehensive
expense for the
period

BNEERRLE

At 30 September
2016 (unaudited)

RZF-~FN E!
—+H/( *74«

14,642

1,119,204 1,152,862

(992)

5,934

4,140

347

2,002 (1,772,609)

878,699

525,620 1,404,319

At 1 April 2017
(audited)
2

A —F—
RZZ-C

BA-H(&&%)

14,642

1,119,204 1,152,862

40

5,342

2,540

347

1,155 (1,868,248)

810,351

427,974 1,298,325

Loss for the period
Other comprehensive
expense for the

period

HRELZARR

(40)

(5,342)

- (146670)

(508) 5342

(1,280)

217)

(146,670)  (147,950)

(548)  (765)

Total comprehensive
expense for the
period

BP2ERLEE

(40)

(5,342)

(508) (141,328)

(1,497)

(147,218)  (148,715)

At 30 September
2017 (unaudited)

“2-t%nA

TR (xE%Hk)

14,642

1,119,204 1,152,862

2,540

347

647 (2,009,576)

868,854

(280,756) 1,149,610
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Notes:

Condensed Consolidated Statement of Changes in Equity

BEERCE S ES

For the six months ended 30 September 2017

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 2017 and 2016,
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.

Hz—

Mgk

@)

Z—tFNA=THIERER

M8 B0 ME BROR R ROA MR P AT
Bl SF2KAFNA  AEBEHE
PERUMNMEBARES KRR
FEFBEHBA10%EIETE R o A E
BEAANEH AT HRERIEE -
YRGB SES B R KB
RAZEFEREHUBRNE BX
BERTARR RBEE-FT—+
FERZZB-RNFAA=ZTHLR
BA ARAEEZHENER
AYREBEFE  WRNZMER
HARE X AR AE (] 2 BRI AR B | A 8
BERTERE ©

R B SL 2 M B R R 2R B
M 2 52N E FRR AL E b BT 4L
REFUHEHERAREERRE
SNEE 2 AT BENE T E
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Condensed Consolidated Statement of Cash Flows

F%-HH ﬁAIEQUILEiQ

For the six months ended 30 September 2017
HE-_ZE—TFNA=1+TRHILXEAR

Six months ended
30 September
BEAB=1+RHILAXEA
2017 2016

—EB—tF NG
HK$’000 HK$’000
FET FHET
((RET N Ye)} (unaudited)

(REER) (R&EZ)

NET CASH GENERATED FROM/ & & EBFT1E,~

(USED IN) OPERATING (FrA) B4 548

ACTIVITIES (48,148) 90,500
INVESTING ACTIVITIES KEED
Proceeds on disposal of property, H & #3£ ﬁ%&%ﬁﬁz

plant and equipment 15 7 18,075 —
Proceeds on disposal of S AT HﬂE REEZ

available-for-sale financial FriS s T

assets 23,219 1,711
Other investing cash flows HtmixEREe R E - (1,739)
NET CASH (USE IN) FROM REEE (FTA) i

INVESTING ACTIVITIES Be 41,294 (28)
FINANCING ACTIVITIES &R
Interest paid B2 F B (25,025) (26,028)
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Condensed Consolidated Statement of Cash Flows

BHGAESERERNER

For the six months ended 30 September 2017
HE-_ZE—tFNA=1TRHILXER

Six months ended
30 September
BEABA=1+RHILAXEA
2017 2016

—EB—tF NG
HK$’000 HK$’000
FET FET
(unaudited) (unaudited)

(REER) (R&EZ)

NET CASH (USED IN) FROM BMEEH (FA) RERE
FINANCING ACTIVITIES B (25,025) (26,028)

NET INCREASE (DECREASE) ReRREEEY CHD)

IN CASH AND CASH 0% 58

EQUIVALENTS (31,879) 64,444
CASH AND CASH EQUIVALENTS H8#1IR & RIRE % EBY

AT THE BEGINNING OF THE

PERIOD 61,316 32,459
EFFECT OF FOREIGN EERBE S
EXCHANGE RATE CHANGES (508) (12)

CASH AND CASH EQUIVALENTS HiRkIR& RIBEEEY -
AT THE END OF THE PERIOD, #giR174&& KR %
represented by bank balances
and cash 28,929 96,891
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Notes to the Condensed Consolidated Financial Statements

R RRAR S M BmR M

For the six months ended 30 September 2017
HE-_ZE—TFNA=1+TRHILXEAR

1.

34

BASIS OF PREPARATION

The condensed consolidated financial statements
have been prepared in accordance with Hong Kong
Accounting Standard 34 “Interim Financial Reporting”
is sued 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 2017 are the same as those followed
in the preparation of the Group’s annual financial
statements for the year ended 31 March 2017.

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.

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

BARAMBHRRDREE
gitMAg(EEGEA
gEMzBEEEERNSE
URIF U BHREIREE
BMAEXZMERARNES L
AR QI B 8% 7N 2 0 A B EE
REMmEL -

EFEGHBE

il B 4% A BF 7 3 % T0 R 0B
ERAEE HETREM
SEAAFEEPER)
ZWERBBTARBI -

BE_ZFT-—tFNLA=+H
LE7XfE A W B AR & B 75 3R
KRB SRR RE
HDEEREAEEBEE_F
—tF=ZA=+HLFE
ZEREMBRRMEBESE —
o

RATHBRA  AEEH
REMETHEBEEA
B AR e 3 70 A R A e oA
ARz BB BHREEL([F
BB HE R ]) Z BT -

MNAREBEA - EAHF
REERTTRB YRS EL
HZESHARAMBHERE
BOEBERHZE BB
MBI 2 WEFE
VEEKRERNTE °

Wk o BER

AEEEATHEZREE

BOE

@ RPERFEBREER
A AR 75 (T 42 614 2 B8
ARE D)
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Notes to the Condensed Consolidated Financial Statements

AR S MR

For the six months ended 30 September 2017
E_Z—+FNA=+TRHIEKRER

REVENUE AND SEGMENT 3. WEEIHBERE)

INFORMATION (continued)

(o)  distribution of bio-industrial products in the ) RHPEDHEDEZF
PRC (“Distribution of bio-industrial products”) En((oHEMEXEE

ml)

()  trading of beauty equipment and products in € REBETEDRME
Hong Kong (“Trading of beauty equipment and EmES ([ EZREE &
products”) EmE5])

(d)  securities investment in Hong Kong and d REBREBEINET
outside Hong Kong (“Securities investment”) BEHERE(BHEE]D

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

The Group’s reportable and operating segments are AEEERREEDHER

strategic business units that offer different products HAEE M & RS 8 KBS

and services. They are managed separately because XBEM AZXEBAEN
each business requires different technology and BTk mESRENR  Z5
marketing strategies. 2 EZAE B E m LG

The following is an analysis of the Group’s revenue TRABEREBRRELEHH ﬁ

and results by reportable and operating segments: HHAREE HSZ &%iﬁ DT

Provision of genetic Distribution of Trading of heauty

testing services bio-industral products  equipment and products  Securiies investment  Research and development Total
SHERARE FEEIERER FERRRERRS AR i £

07 07 07 207 207 07
2§-tf 2§-tf 2§-tf % 2§-tf 23t 23t
HK$ 000 HK$ 000 HK$ 000 0 HKS 000 0 HKS000 HKS000
TR TR TR T TR T f T
(unaudited) ~ (u (unaudited) (unaudited) audted)  (unaudited) (unaudited) Al (unaudited)
( (F48H) (*E%4) (%88 P (kEER) (REER) (REsR)

Six months ended 30 September

BERAZTRLARR

Revenue from extemal customers - = - - 9729 6,046 - - - - 9729 6,046
RENRERZH)

U

1] (8%8) [1,119) ] i 144 4 (288) 26 0 (o)
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Notes to the Condensed Consolidated Financial Statements

R RRAR S M BmR M

For the six months ended 30 September 2017
HE-_ZE—TFNA=1+TRHILXEAR

3. REVENUE AND SEGMENT 3. WEEIHBERE)
INFORMATION (continued)

Six months ended
30 September
BEAA=+THLEAEA
2017 2016
—E—tF e NS

HK$’000 HK$’000
FHERT THET
(HETG EYe)) (unaudited)
(REER) (CREEEZ)

Reconciliation of reportable & %12 2 ¥} 9 B 3% £l
segment profit (loss) after (E518) H iR -

tax:
Total segment profit/(loss) D EFE,(EIE) 58 7,021 (997)
Corporate and other TEREMAS

expenses (568,196) (52,919)
Share of results of associates 9 1B 4 A 7] ¥ 45 5,339 4,092
Unallocated other income, D Eﬁﬁﬁ‘wﬁz)\

gains and losses, net Wz & B 185 58 (102,114) (24,271)
Consolidated loss for the HARNGZA EiE

period (147,950) (74,095)
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Notes to the Condensed Consolidated Financial Statements

AR S MR

For the six months ended 30 September 2017
HE-_ZE—tFNA=1TRHILXER

4. OTHER GAINS AND LOSSES, NET 4., HttWzmREBRFE

Six months ended
30 September
BEhAA=1+HLXEA

2017 2016
—E—tE —E—RF
HK$°000 HK$’'000
FH&ERT FHET
(unaudited) (unaudited)
(REEER) (REEEZ)
Change in fair value of AR ESFEEITES
derivative components of DZAFEE
investments in convertible (Bt sE11)
bonds (Note 11) (65,349) (19,379)
Impairment loss on interest in 7 — RIH & A @4z 2
an associate (Note 10) A EE (HFE10) (38,279) (8,577)
Gain/(loss) on sale of PEAHHESHEE
available-for-sale financial W, (EE)
assets 709 (44)
Loss on disposal of property, HEWE  BE &
plant and equipment REEE (2,980) —
Change in fair value of AHEESREENR
available-for-sale financial TE &
assets 6,905 —
(98,994) (28,000)
5. FINANCE COSTS 5. BIEER

Six months ended
30 September
BEAA=THLEAEA
2017 2016
—E2—tF —T—RE

HK$’000 HK$’000
TR THT
(unaudited) (unaudited)
(REER) (REEER)

Effective interest expense on ] # % (& 35 E B2 A1 &

convertible bonds F s (MEEE15)

(Note 15) 52,741 45,621
Imputed interest expense on 3 B — B A &l

loan from a non-controlling  FEIERERE N 2

interest of a subsidiary HEF B 866 663

53,607 46,284
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Notes to the Condensed Consolidated Financial Statements

R RRAR S M BmR M

For the six months ended 30 September 2017
HE-_ZE—TFNA=1+TRHILXEAR

6. LOSS FOR THE PERIOD 6. HRAEIE
Loss for the period has been arrived at after charging BHABETMER Y & EHE
the following: E

Six months ended
30 September
BEALA=1+HLAKEA
2017 2016
—ZE—+t5 ZE—RF

HK$’000 HK$’000
Tl Tt
(unaudited) (unaudited)

(RBER) (REEZ)

Depreciation of property, M- BERZEITE

plant and equipment 576 598
Operating lease charges of ~ t+ih RIEF 2

land and buildings MERES 1,170 1,149
Cost of inventories recognised &2 & s 2 7 &K K

as an expense 8,806 5,565
Staff costs including directors’ B #EE E#l & E R 2

emoluments =N 3,326 2,930

7. DIVIDENDS 7. RE

No dividends were paid, declared or proposed during RARHBARBEERS 5
the interim period. The directors have determined KB IRAEMARE - EEIR
that no dividend will be paid in respect of the interim E A ER AR EEHMBX
period (2016: Nil). HEMRKRE(ZE —KF :

&) o

38 INNOVATIVE PHARMACEUTICAL BIOTECH LIMITED 2017/18 Interim Report



Notes to the Condensed Consolidated Financial Statements

AR S MR

For the six months ended 30 September 2017
HE-_ZE—tFNA=1TRHILXER

LOSS PER SHARE 8. BRER
The calculation of the basic loss per share attributable AARIEEAEBEERER
to the owners of the Company is based on the EEIEA T BIBH -

following data:

Six months ended
30 September
BEAA=+THLEAEA
2017 2016
—®—tF T AF

HK$’000 HK$’000
FHET FET
(HETG EYe)) (unaudited)
(REEER) (REEZ)

Loss BB
Loss for the purposes of R EEREARK
basic and diluted loss per BEEEBZER
share (loss for the period (@ WNEIE/ PN
attributable to owners of FE(h AR B 18)
the Company) (146,670) (73,290)

Six months ended
30 September
BEAA=+THLEAEA

2017 2016
—E—tF =
Number of Number of
shares shares
KRB E & &8
’000 ’000
BLF &t AT &t
Number of shares BB EE
Weighted average number  BtEt EEREARK
of ordinary shares for HEER
the purpose of basic and T 38 AR h0 A S 15 8
diluted loss per share 1,464,193 1,464,193
The computation of diluted loss per share for the AEHE_T—tFRZF
six months ended 30 September 2017 and 2016 —RNEAB=+BIENEA
does not assume the conversion of the Company’s ZEREEEEE  TERK
outstanding convertible bonds since their assumed RAQNR ZzARE B IRKE
conversion would decrease the loss per share for S T R R0 2%
both periods. S MBEEFRELR SR

DR HRE 2 FREE °
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Notes to the Condensed Consolidated Financial Statements

R RRAR S M BmR M

For the six months ended 30 September 2017
HE-_ZE—TFNA=1+TRHILXEAR

9. MOVEMENTS IN PROPERTY, PLANT 9.
AND EQUIPMENT
During the current interim period, the Group’s
leasehold land and buildings with net book value of
approximately HK$30,963,000 were disposed (six
months ended 30 September 2016: HK$Nil) and no
property, plant and equipment was acquired by the

ME BERREED

RARHBEEA - ~AEED
HERELRETFT  HE
M & & 4 /5 30,963,000 & JT
(BEz-—Z—X"EhLA=T1H
WEAREAR : TFx) r BEAE

Group (six months ended 30 September 2016: Nil).

BYEBAME BE KR
BEE_ZE-RFALA=T
BLiER@ER : &) -

10. INTERESTS IN ASSOCIATES 10. REEZE QT HEDS
At 30 At 31
September March
2017
R=-ZB—tF
hA=+H
HK$°000 HK$°000
FHET T T
(unaudited) (audited)
(REER) (EEZR)
Cost of investments in B AT RERK
associates
Listed in Hong Kong REAL™ 476,841 476,841
Unlisted REM - =
Share of post-acquisition JE {5 U BB 12 0% A1) K2
profits and other Hfb 2wz
comprehensive income 103,243 97,904
Impairment loss on interests ~ FARE & A B2 2
in associates (Note a) BB EE (3Ea) (399,840) (361,561)
Adjustment against HIEERERZ
non-controlling interests A (Hf5Eb)
(Note b) (99,722) (99,722)
80,522 113,462
Fair value of listed EmEZRFE
investments (Note c) (B 5%c) 80,522 113,462

40
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Notes to the Condensed Consolidated Financial Statements

AR S MR M

For the six months ended 30 September 2017
HE-_ZE—tFNA=1TRHILXER

10. INTERESTS IN ASSOCIATES (Continued)

Notes:

(@)

As at 30 September 2017, the Group recognised
impairment loss of approximately HK$38,279,000
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.

During the year ended 31 March 2015, the Group
purchased 51% equity interest in Smart Ascent from
Extrawell (BVI) Limited (“Extrawell (BVI)”), a wholly-
owned subsidiary of Extrawell. Smart Ascent became
a non-wholly owned subsidiary of the Company and
consequently SAL Group have been consolidated
within the Group commencing from 28 July 2014.
The amount of equity in SAL Group that is attributable
to the remaining 49% interest in Smart Ascent held
by Extrawell and included in the carrying amount of
interest in Extrawell prior to the acquisition of Smart
Ascent by the Group has been reclassified from non-
controlling interest (and interest in associate) and
treated as part of equity attributable to owners of the
Company to the extent of the Company’s attributable
equity interest in Extrawell which represented the
share of equity in SAL Group attributable to the
Company’s ownership interest in Extrawell.

The fair value of listed investments is based on the
quoted market bid price of the shares of Extrawell
and hence include the value attributable to Extrawell’s
equity interest in the SAL Group; whereas the carrying
amount of the Group’s interest in Extrawell as an
associate as at 30 September 2017 and 31 March
2017 does not include that equity interest due to the
adjustment against non-controlling interests (see note
b above) and therefore is not directly comparable.

10. REERBNER )

GEE

(@)

R-ZZF—+FhA=+RH "
AE BN IE S N R R E
/&5 18 4938,279,000% 7T * &
REFEEREEE ZHFE
B fn A F B B B = A F]
ZiES(BRABEFAN
A2 ) BN S B
REFERERETHAR
HIZEREEMER 2 ZR

Hz_Z2 -1 =A8
=S+t—BLEFEE X&E
BEREENEZENE R
AlExtrawell (BVI) Limited
(TExtrawell (BVI) ) Uk B 3 4
B 51%A% # - # £ K A K
RRAIZIZEMBE AR -
MEEELESEEER-Z
—mE+E A=+ N\BEEKR
BEFALREE  ABEM
A LB T 4% o= &
5 B AR B E A&
Rt AEEEREREZ
EESEEERSBEEHIE
PERR R s (R B & R R
BR)PEHS>E  RARA
RlIFE(RIEE AR E (BN AR A A
REBZHEAEERENG
ZEEEERE)RR - A
AREIEE ABEERRE
H e

ETREZAFERR
BREEERMNMSEEA
BESHE BAEeFEREE
NELEEBEESRGEZE
B MR=F—tFhA
=+tBR-ZE—tF=A
=+ —BAKERBEESE
RBERR ZEEZRE
(ERE SR A NEI e
i HBEZRAER(R
EX o) - Bt A A E
BETHR -
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Notes to the Condensed Consolidated Financial Statements

BEiES

PR R AR M

For the six months ended 30 September 2017
HE-_ZE—TFNA=1+TRHILXEAR

10.

11.

42

INTERESTS IN ASSOCIATES (Continued)

As at 30 September 2017, the Group had interests in
the following associates:

Place of Principal

incorporation/ place of Class of

registration  operation shares held

AL S

At TRERME  FRROEN
30.9.2017

Extrawel Bermuda PRC Ordinary shares 19.14%
151 ARE hE LAk
Longmark (Shanghal) PRC PRC Registered 49.78%
Healthcare L\rm ed hE hE capital
£ (L / Fraliv:

RiEERA

INVESTMENTS IN CONVERTIBLE
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 1”); and (i) convertible bonds issued
by Extrawell in an aggregate principal amount up
to HK$256,200,000 (“Sale CB-II") from Dr. Mao
at an aggregate consideration up to a maximum
amount of HK$256,000,000 (“Consideration 117).
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.

E?éﬁﬂ%@ﬁtt%

10. REEE QXTI NER 2

Proportion nominal of value
of issued capital held by the

49.78%

11.

R—ZZT—+tFhA=1+H8"
AEBRATHERRES
P

Proportion of voting power

held by the Group
AE@fE

imittm

30.9.2017 32017

“E-tE

AAZTA

Principal activity

IRER

19.14% o Development, manufacture
and sale of pharmaceutical
products

R% BEREEREER
33.33% 33.33%  Provision of health care
menagement services

RUREEERE

TERESZRE

RZE—Z=ZFWA=++t
B ARRFTYEBRHEESE
Wk LGB AR A KR
BRREMEBEL(EF L))
KWEREMEITASREAR
320,650,000 7 7T & A #2 I (&
F(ETBmRES )
# £ {8 /& 320,000,000 # J©
(TRE—D): RiBEFELRK
BREMBETACAERR
/256,200,000 7 7T 89 7 #2 %
BEH((FEABRBRESR=])
# K B &% & A& 256,000,000
& (TR f?? = KE—
EHARABARSAKE
120,000,000 % 7T & 174N &
8 /5 200,000,000 78 7T 2 7] #
BEHFIZF -RE=ZEBHAE
ARABD O BITAEE
/5 256,000,000 7 7t 2 A # %
BEHZAT -

I
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11.

INVESTMENTS IN CONVERTIBLE
BONDS (continued)

The Sale CB-I and Sale CB-Il (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.

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. The fair value of
the embedded conversion option at the respective
acquisition dates, 31 March 2017 and 30 September
2017 are calculated using the Binomial Model
and taking into account the dilution effect of the
conversion of the convertible bonds. The inputs into
the model were as follows:

Notes to the Condensed Consolidated Financial Statements

AR S MR

For the six months ended 30 September 2017
HE-_ZE—tFNA=1TRHILXER

11.

ARBREFRE )

FEARKRES —REFET
BREF-Z(ABIEFETR
REHF]RTEAREKRES -
EHAAETAHYR®
“t+EFEEH  ABTEHE
RETRREFB TESFF
BEARERN BETHHEERE
EHENBRRESFDHAAR
FLEALEERN BEREA
mREHE LR ARBERD &
BMEABRRMN0.6413%8 T
MR R R RR ) o

WS —# FE-#- - F=
HEFOHEZHEASE AR
64,130,000 T 2 #F & AT 2 %
BHEZ EDHRZZT N
FHMAZ+IMA - =ZFT—M@
ENA=+RH - —_T—NmE
+-_A=+—B8Bk=-ZF—H
FOA=ZFTHTEK - RNEH
WERH _ZT—tE£=H8
=+—BAE=ZT—tFNA
=t+B #mARXBEBREZQ
FEBFEA-BEAENGE
Wat KRBT R E S 2 #
BEEZ2 -BAZBERXNZZ2H
R

201785 TS AMBRRENNIERAT 43



Notes to the Condensed Consolidated Financial Statements

R RRAR S M BmR M

For the six months ended 30 September 2017
HE-_ZE—TFNA=1+TRHILXEAR

11.
BONDS (continued)

24 April
2014

Stock price

RE

Exercise price

i

Discount rate

BRE

Risk-free rate (Note a)
EERAE (za)
Expected volatility (Note b)
L AGRD)
Expected dividend yield (Note ¢)
BERE Yo = (ffzic)

Notes:

HKS$0.4
BT
HKS0.6413
AT
18.21%

2.70%
63.71%

0.00%

INVESTMENTS IN CONVERTIBLE

30 August

2014
—2-QF
NB=tH

HK$0.336
BT
HKS0.6413
AT
18.44%

2.28%
62.61%

0.00%

31 December
2014
“E-MELZ

HK$0.325
BT
HK$0.6413
AT
19.04%

2.24%
61.73%

0.00%

(@ 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.

() 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$65,349,000
as at 30 September 2017. (Six months ended 30

September 2016: HK$19,379,000)

As at 30 September 2017, the carrying amounts
of the debt and the derivative components of the
investments in convertible bonds are HK$41,738,000

(31

March 2017: HK$38,404,000) and

HK$121,492,000 (31 March 2017: HK$186,841,000),

respectively.

44

11.

ARBREFRE W)

30 April 31 March 30 September
2015 2017 2017
“2-1f% ZE-tf “E-t%
MA=tA =A=t-A AAZTA
HK$0.55 HK$0.248 HK$0.176
BT Yo o
HK$0.6413 HK$0.6413 HK$0.6413
BT BT BT
18.76% 18.18% 18.00%
1.81% 1.70% 1.75%
58.62% 56.81% 57.33%
0.00% 0.00% 0.000%
Bt 5 -

@  EHEDSEREEAS
EEBNEAREANE
BEEE -

(b) ERNEFHHBEENBE
B (BRI ©

© BB BB IR
Bt o

AEBHEEBRRITBRRES
BEZITEBDRFEEH
R=ZZT—tFNLA=1THBMH
465,349,000 T (B E =%
—NENLA=+THLEANER :
19,379,000/ 7T) °

R=FT—+tFhA=+RH &
BRABREFEELTED
7 Z BEEE 5 5l A41,738,000
BT ZE—+tF=A=+—
H :38,404,000 #& ) &
121,492,000 T (=T —t &
A=+ —8 :186,841,000
BT °

oF
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12.

INTANGIBLE ASSETS

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
(—ERE O RS = mAE EA & 75 )X)” 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 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.

HE—
12.

T—tFNA=THIXEA

BEEE
BREEESIRORRSE X
ER((ZER)EEEMTH
WEBEE(HERE] - —
BHEEzZERzI—EZER
RESZMAERB NG E]IZ
ERLRBEEMIREARA
AI(M@ ] Rk miEZE K&
(MBERBEREBEZER -
THFBERBERRAEEER R
ZEBREFNEREERD A
E@:ﬁ’—?ﬂiﬂﬂm H X
TETXRE=Z/A=+N\BE
ﬁ THLPBR T —&
MAZ+HAHERZ=ZZT=-Z=FMH
B+-ZHEH-BEtREL
ZHBAR  ¥RARRE
ZET—mNELtAZ+N\B=E
WW%%%%K@EZW%
AR I BIERBERS
R—AANERTZEEH
MBEZERZHEEES
Bl BREBEZBR=ZF
—NFEH 2 & ER 3
BEAEREERIELZERZE
BAERMEBREERBEEZ

Em MEERNEBEERZ
Eﬁ:ﬁuufﬁnﬁfé%ﬁﬁaﬁ:’

15%2Z 85 E % - Bt

TEEEHREHE ¢$Fﬁ
FHAEEERRIEZERZ
AR -MBERBEZAKD
SRR ATFEFEEEE o
AFEAEECAERER
RETEERZIGRZAS
mERB BEEBHAEZ
ﬁ%Lk%ﬁZﬁ%*Im
B ) &% /IZI%‘]OEH«@ 3 R A
2310% 2 BE B X - E 1 [E
15 ' EZ%FHE/Q\IE@MLE?EE”
ZRBREZEMEEAREL
BT EERMBERIELRE
BEEATKEEE LA
st R e R Az R FEER

#£ZIRF“'@%%%
BEREMNE  TENER

BHmZERAEHEL -
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12.

13.

46

INTANGIBLE ASSETS (Continued)
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.

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.

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:

12 BEEE#)

AN - AR A2 BAEE
MEXRT  REREHERH
TR IEHER  BAES
THBEERARILZERZE
B - BHEHRBERBERM
— A B ZERFEE
MZERETEMIL  M#
BHTRE - A ENFE
RER-—HEREMLES
TRERZBAGRE EFRE
HRERBEER T —N\F
REBHEERREZERZ
B RETFHZAS

METER -

RipAkE @M AA
REERA BARHFEA
TEHERRE

13. EZEWERR

AEEETEFZEEH -
& RB0E180R -

RFBEZEZABM(EFEBAR
BREMRZERBHEE) 2
52 B 5 W R SRR B 9 T
mr

At 30
September
2017
R-ZZB—tF RKR=Z
hB=+B =A=+—H
HK$’000 HK$’000
FHERT FET
(unaudited) (audited)
(REEER) (& &EZ)
30 days or less 30H AT 2,730 470
31 to 60 days 31£60H 2,511 621
61 to 180 days 612180H 2,220 469
Over 180 days 180H A 271 4,815
7,732 6,375
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14. TRADE PAYABLES 14. EFENERER
The following is an analysis of trade payables by age, BESRNEREEZEZEAHZ
presented based on the invoice date. Pl 2 BREC AT AT -

At 30
September
2017
R=B—t&
hBA=+H
HK$’000
FHET
(unaudited)
(RBERK)

(audited)
(fe&==%)

15.

S0 KA T
31E60H

61Z=180H
180H M k

30 days or less
31 to 60 days

61 to 180 days
Over 180 days

2,639 2,230
2,431 =
2,103 7
966 =

8,139 2,237

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 |”) 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.

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

2017/18F R HisR &

15. AR ESF

BAM T HE ARQFD
R-—FE—=%+HA=+HA
rZE—=Ft+=-A=++t
BETASRED A A
436,800,000/ Jt &% 51,200,000
7S T B Al AR (E & (B B AT
BRESE—]) UKkEFSE
A] # j% {& % — K& 450,000,000
EEL B - REES
—Z2ZEERAET  RNE
AEs +EFE BRI -

AgmkEr B TESKA
ARER - 73T Al R IR 55
B 8 1R 1 & A BE B A% A 4R AR
Br—BHRARNRABKND
BRESERBEM04E T
AR REE IR S o
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15.

48

CONVERTIBLE BONDS (Continued)

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 2017, none
of the Convertible Bond | was converted into ordinary
shares of the Company.

15. AR ES (2

fid AT AR (B 75 — R & ik
AR ET R MR RS
B HZEET AR -

AR ES — B T BAT °
ARARR_ZT—=ZF+ A8
—t+EBR-ZE—=%+H
Z+ERABTARRKESR
—Z2BEBLRFED A
42,886,000% 7T K& 4,981,000
T DEBMBEREREE
FAEUEATBRRESNR
IMSHEREE - Wt RARQ
AZEERR -ARAAR=
T—=Ft+A=+HBR=
T—=ZF+A=-_+ERH%ET
ZABRRESF — D BEAER
WM ZRBRERAFEES B A
671,267,000 7T }% 82,161,000
B DB - EAERR

o

H o

RZFE—RF~A+~A8 -
7N £ 48 % 540,000,000 7T 2
BB Es—DEhARA
AEER -BE-_ZT—+tF
NA=+ALHE FET
BBES —EERAADA
Rl
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15.

AR S MR

For the six months ended 30 September 2017

CONVERTIBLE BONDS (Continued)

The movement of the liability component of
Convertible Bonds | for both periods is set out below:

As at 1 April 2016 (audited)

RZTE—"FMA—AH

HE_Z—tFNAA=1THILREA
15. ATRKREZ (&)

RABEHMEA - fJH8REES
—REMDZEHHINMT :

Principal
amount
PN

Carrying
amount
BREE
HK$’000
THET

HK$’000
THETT

(8ER) 351,600 60,305

Interest charge (Note 5) FE Rz (MEES) — 7,440
30 September 2016 —E—RFENLA=1+H

(unaudited) (RE&EEZ) 351,600 67,745
As at 1 April 2017 (audited) RZ-ZT—+FMA—H

(& ER) 351,600 76,057

Interest charge (Note 5) FEFZ (MEES) — 9,384
30 September 2017 —E—tFhA=1+H

(unaudited) (REEZ) 351,600 85,441

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

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

2017/18F R HisR &

M1 FTEEE - A QRIE
AZE—NFEMA=—+MA -
—T-mOENA=+H - =F
—mE+=—A=+—Bk=
E-RAFENA=+HETAS
42 %8 5 Bl /564,000,000 T
64,000,000 # JT * 64,000,000
# 7T & 64,000,000 % JT H) A
BB ESF(GREABRRES
=D o RREE it - F
i B R B EE
B ES— - AR ESF -
EMmERAT RETEHRE
ATEEE BRI -

ABRBEEF-—_BETESFESR
AR - RBEITII R ES
ZHE%TFARERNEITR
REHF —EBRARRRRG -
#HinE AT RKRM4E T -
BAXREFIERRS -
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15.

CONVERTIBLE BONDS (Continued)

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

The Convertible Bonds Il are issued in HKS.
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:

15. AR ES (2

fid AT AR o5 — R ik
AR ET R MR RS
B HZEET AR -

AERER ZABITET o &
ARRZZE—HEFOA=+HE
A - —Z2—Hm&NA=+AH -
—ET—mNE+=ZA=+—H
FE—_Z—AFMA=+H%E
TZRBREF-—AERH
2 R~ Y18 5 Bl & 6,622,000 %
JT ~ 6,916,0005% 7T 7,577,000
7 7T &.7,790,00078 7T * i B
BB e REE  FAEMU
FE AT ¥ B% & % /9 3R 17 T 45 A
KRBT Wi RARAZAE
BERR - ARBR T —E
MA=+mA - —FE—mEN
A=+RA - —ZET—mW&E+=
A=+—HBEK=ZZF—AFMH
A=+HEITZARKRES
o AR D ZIRKRE
~ T E 5 5 & 131,454,000
% JC 118,983,000 &
JT ~ 112,597,000 & T K
109,371,000 7T« J3H A =18
AEXFE -HAZEXNZS
LGN

Principal amount of HK$64,000,000

74 464,000,000 7T
24 April 30 August 31 December 30 April
2014 2014 2015
“E-ME “E-%f
NA=1H MA=+H
Stock price R{E HK$1.42 BT HK$1.19 BT HK$S1.16 8L HKS$1.16 BT
Exercise price e HK$0.40 Bt HK$0.40 BT  HKS0.40 BT  HKS$0.40 BT
Discount rate 85 & 25.46% 24.92% 23.78% 23.44%
Risk-free rate (Note a) EEBAE (Hza) 2.20% 1.84% 1.85% 1.48%
Expected volatility (Note b) BHKE (M3Eo) 84.57% 82.53% 80.79% 79.49%
Expected dividend yield (Note ¢)  TEEIfR 8 ez & (it 3tc) 0.00% 0.00% 0.00% 0.00%
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15. CONVERTIBLE BONDS (continued) 15.

Notes:

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

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

() 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.

The movement of the liability component of
Convertible Bond Il for both periods is set out below:

GEE

(@)

©

AR ES )

ZMEDZLERGEERH
ERRNEZEREFHNE
BEREE -

ERNEFPEARA AR
ERREIRE -

57K 2 748 4 IR BOE 1
gt -

MR EH HEHE - SHETSR
BEZ _—HERAEARNREE

AR ©

RAEHE TRBRES =
ZBEBS 2EHHINOT

Principal Carrying
amount amount

REH fRE B

HK$’000 HK$’000
Fis FiB

As at 1 April 2016 (audited) RZ-ZZT—XEMA—H

(E=Z) 256,000 39,456

Interest charge (Note 5) BRI (MEE5) = 4,565
30 September 2016 —E—XENA=1+H

(unaudited) (RE&EEZ) 256,000 44,021
As at 1 April 2017 (audited) R-ZT—+E/MA—H

(BE=Z) 256,000 49,084

Interest charge (Note 5) BRI (HEE5) = 5,871
30 September 2017 —E—tFhA=1+H

(unaudited) (RE&EEZ) 256,000 54,955
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15.

52

CONVERTIBLE BONDS (Continued)

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

The Convertible Bonds llI 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 Il are issued in HK$. The fair
value of the liability component was HK$233,547,000
for the Convertible Bonds Il 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:

15.

AR ES2)

KAGBRZ-ZZE—WELA
Tt NBETASBREL
715,000,000 7% 7T #9 7] #2 f% &
H(mBAUBrBRESR=])
LAY BE &£ B R A El51%8%
oA RBEEF=-2EEF
B R A35% RNETHHRE
FFEAFEREE -

AgmEEZ=HTESFKHA
AR - R EAT AR E S

ZHHEEF ARG R
BiEF=BHRAARRERND
EHRERATRERMH25E T -
AR RESEGRES -

AT RS = R E i
AR ETHBREFT EBF
EHREETAER -

AR ESF = AB T BT -
ARAR=ZZT—MFELA
Z+tNBBTZ2ABRRKE
%Eﬁi%bz FE B
233,547,000 T ¢ Ty 35 1B Bh
RESHREE MBEUFE
A R (5 5 89 38 17 35 A X
BT Ui kARAZEE
B - RRAIR_ZFE—NF
ﬁﬂ—+AE%GZT%h
BE=Z D HAREZLL 2R
%%@?@ﬁw%mmm%
T DERAZEARAGE -
WMAZEBEXZ2HMTF -

\+
w;«l
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15.

AR S MR

For the six months ended 30 September 2017

CONVERTIBLE BONDS (Continued)

Stock price IR E
Exercise price 1TE(E
Discount rate BEIR &

Risk-free rate (Note a)
Expected volatility (Note b)
Expected dividend yield (Note c)

Notes:

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

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

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

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

2017/18F R HisR &

BB N R (fffaEa)
T8 28 18 (Bt &Eb)
8 HA AR B e = (Ff =Ee)

HE_Z—tFNAA=1THILREA
15. ATRKREZ (&)

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

—ZE—mOE+ A=+ N\H
N4 %715,000,0007 7T

HK$1.27
BT
HK$2.5
BT
24.67%
1.63%
80.04%
0.00%

B3
@ BREDSEREERD
L Gl T ENE

BREF -

) HRABEEBEEAADNS
ERRERIE -

©  REAAFBERLIE
B -

MNRESHEME - HEHk
BREF=-—EBBRAERQEE
AR ©
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For the six months ended 30 September 2017
HE-_ZE—TFNA=1+TRHILXEAR

15. CONVERTIBLE BONDS (continued) 15. BRREHF &)
The movement of the liability component of RAEEE IR ES =
Convertible Bond IIl for both periods is set out below: BEBSZEHIIEHMOT :

Principal Carrying
amount amount

NG fRmEE

HK$’000 HK$’000
TET THET

As at 1 April 2016 (audited) RZ=ZZT—XEMA—H

(& ER) 715,000 303,385

Interest paid BAIFIE - (25,025)

Interest charge (Note 5) MEFZ (H5E5) — 32,613
30 September 2016 —E-RFENA=1H

(unaudited) (REEZ) 715,000 310,973

As at 1 April 2017 (audited) R=-ZT—+FmMA—H

(&%) 715,000 345,530

Interest paid EAIFE — (25,025)

Interest charge (Note 5) F B (H7E5) - 37,486
30 September 2017 —E—tFhA=1H

(unaudited) (RE&EEZ) 715,000 357,991
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For the six months ended 30 September 2017
HE-_ZE—tFNA=1TRHILXER

16. SHARE CAPITAL 16. RA

Number of Share
shares capital

Befn 24 B fix 2R

’000 HK$’000
TR TET

Ordinary shares of HK$0.01 &R EE0.01/8 T &

each AR
Authorised: JETE ¢
As at 1 April 2016, 30 RZE—RFMA—
September 2016, 1 April H ZZ—XR"FNA
2017 and 30 September =+R -=—ZT—+F
2017 MA—BE=_FT—+
FRA=+H 50,000,000 500,000
Issued and fully paid: BEITRAE -
As at 1 April 2016 (audited) R=-ZT—XFMA—H
(&%) 1,404,193 14,042

As at 30 September 2016 RZZTE—RFELA=T
(unaudited) HCR&EEZ) 1,404,193 14,042

As at 1 April 2017 (audited) R-ZT—+E/mMA—H

(R=4Z) 1,464,193 14,642
As at 30 September 2017 R=ZZFE—tFhLA=+
(unaudited) A (R&EEZR) 1,464,193 14,642
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HE-_ZE—TFNA=1+TRHILXEAR

17.

56

FAIR VALUE MEASUREMENT 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.

° 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

o 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).

17.

ERMITAZAFHETE

REKEMEERDTE
HECAEESMEREY
AFE
AREBHLMAERE R
EMAREAFMEINE TX
FOWR K BB T B S
SRAEROMABLAT
EOERRFABEEDERS
ABE) - ARIARFEIE
BABBZ IBRRE AR
EUAFEHES XD 2
ATERBER(E-EH=
®) -

. FE—MAFEFERE
HREENA ERER
ME R ER(CREHA
BB

. B-EATEHERR
$— it A2 BES
iR 2 o B 18 A
(B {8 ) 5 P 22 (B &5
B8 6T 4) BRS A
HEH R

. F=MATEFEER
BT AL ERIBATER
M EM(EEEE®
ABRIZEESRERE
BABBZBET AR
T
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AR S MR

For the six months ended 30 September 2017

17.

HE—

FAIR VALUE MEASUREMENT OF 17.
FINANCIAL INSTRUMENTS (Continued)

Fair value of the Group’s financial assets

that are measured at fair value on a

recurring basis (Continued)

Fair value as at

30 September 2017

R=ZF—+tF
NWNA=+HBRZAFE

Available-for-sale financial assets through HK$56,668,000
profit or loss
BESARNAHEESH

ﬁ?

56,668,000/ 7T

Conversion options embedded in Sale
CB-I and Sale CB-II classified as
financial asset at fair value through profit
or loss in the condensed consolidated
statement of financial position.

H“A)\EA%EHZEE\HM“H%R%W“* RIER
FTEFAEREMEELFEARRES
—REFEAMRES Z 2 AR -

—4E4E=
186,841,000/

There is no transfer between different levels of the fair
value hierarchy for the periods ended 30 September
2017 and 2016.

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.

2017/18F R HisR &

HK$121,492,000
(81 March 2017:
HK$186,841,000)

121,492,000/ 7T

EMBEREMNREERATF

E—tFNA=THIEREAR

(81 March 2017: Nil)

—FtE=A=+-R:%)

SMIAZAFEGFE
(#&)
REKEMEERZNTE
AFEZAEEEREEZ
REEE)
Fair value
ierarchy
AT ERH
& Bl
Level 2
E_H/
Level 3
F=

H=+—8:
JT)

REBEE_ZT—tFR_Z
—REAA=+HIFHRH -
TRAFERESHRZHEH
EAEER -

ARREERE  REBE
LR EINCS TNl
FremEERERAEMEBZ
FREEEEATERE -
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For the six months ended 30 September 2017
HE-_ZE—TFNA=1+TRHILXEAR

17. FAIR VALUE MEASUREMENT OF 17. EWMIBAZAFEFE
FINANCIAL INSTRUMENTS (Continued) (&)
Reconciliation of Level 3 fair value ARREFBRENMENRD
measurements of the derivative component ZE=HAFEFEZEH
of the investments in convertible bonds BRR

Derivative component
of the investments in
convertlble bonds

As at 1 April 2016 (audited) RZZE—X"FEOA—H
(F &%) 227,027
Others Hh 4,293
Change in fair value gain in profit or A {E & BN 2E 5 2 W
loss (19,379)
As at 30 September 2016 R=ZZE—A"FENLA=+H
(unaudited) (REEZ) 211,941
As at 1 April 2017 (audited) R-_ZTE—tFMA—H
(27%T 186,841
Change in fair value gain in profit or A F(E #8825+ 2 Uizs
loss (65,349)
As at 30 September 2017 R=—ZE—tFHALA=+H
(unaudited) (5155““ #E1z) 121,492
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For the six months ended 30 September 2017
HE-_ZE—tFNA=1TRHILXER

17.

FAIR VALUE MEASUREMENT 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-| 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.

17.

ERMITAZAFHETE
(&)
TRRESRETERD
ZE=MAVFEFAEZY
BR&® (47)

FERBERRANERR
BERAFETRKRES —
RSB EES Z A RR
AHREHRFAEZITES R
THRAZBRERAR Xt A
[E A dezs M 4R ] -

AFEFAERGERF

ARREEBRARKERE
REEXARARBEEEZAF
B EZEERET AR
ABUE -

EHFEEXRBELAFE
- AEERAEERTE
RMBEE EYESE R
BABBEZBELT  AKHE
ZEE=TRERMERME
TEE - ARAEEA BRI
BHEEMREEAE BLE
B2z EEDERKE AR
B AB¥ERAESHERN
ARREEFER URE
ERTAAFENSZRA -

EWEE SR T ADT @A
Az EET AR ARE
ERR EXHE -
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18. COMMITMENTS
(@) Lease commitments

At 30 September 2017, the total future minimum
lease payments of the Group under non-cancellable
operating leases were payable as follows:

Future aggregate minimum
lease payments under

RiIFL W RET 2 &=
HE X2 RKEKIE

18. &IE

(@ FHERIE
R=ZZF—+tFhLA=+H"
AEERESATHELER
EMAEAXNZARZERE
MRIEMTEMAT -

At 30
September
2017
R=-T—LtF
hBA=+H
HK$’000
FHERT
(unaudited)
(REEER)

=+—A

HK$'000

FHET
(audited)
(EEZ)

operating leases in respect 10 & X IA 4 58
of land and buildings
— within one year — —FR 2,125 2,140
— in the second to fifth — F-_ZEFERF
years inclusive (BEEREM
F) 2,391 &, ABE
4,516 5,593

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.

KREHENFTEAEERHE
ETHAZE ERERET
EEAXNzZES BEZ
HENFPFHRANFREE
HAZEESEETE kX
TEEFAER -
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For the six months ended 30 September 2017
HE-_ZE—tFNA=1TRHILXER

18. COMMITMENTS (Continued)
(b) Other commitments

M

(i)

On 25 May 2011, Smart Ascent has entered
into a loan agreement with Fordnew pursuant
to which Smart Ascent has conditionally
agreed to grant an unsecured, non-interest
bearing loan in the aggregate amount of up
to HK$30,000,000 to Fordnew for its onward
lending to Fosse Bio, a 51% owned subsidiary
of Smart Ascent, for payment of expenses
relating to the clinical trial of oral insulin
product.

As at the date of acquisition of Smart Ascent
and 31 March 2017, the aggregate balance
utilised by and unutilised balances available for
Fordnew were approximately HK$10,579,000
(2016: HK$10,579,000) and HK$19,421,000
(2016: HK$ HK$19,421,000) respectively.

On 19 October 2006, Sea Ascent Investment
Limited (“Sea Ascent”), Welly Surplus
Development Limited (“Welly Surplus”)
and Fosse Bio entered into a cooperation
agreement (the “Cooperation Agreement”)
in connection with the cooperation (the
“Cooperation”) between Sea Ascent and Welly
Surplus in respect of the following:

Sea Ascent shall procure its wholly-owned
subsidiary, Joy Kingdom Industrial Limited
(“Joy Kingdom”), to establish a wholly foreign
owned enterprise in the PRC in the name
of I # Ik % 15 % % B R 2~ 7 (Jiangsu
Prevalence Pharmaceutical Limited) (“Jiangsu
Prevalence”);

18. AI¥E(#)
(b) HtEE

)

R=ZZT——F 1A
—+HE  ELEEER
RElERGE  EESR
R E B &K E
BRNEZAS LR A
30,000,000 7t 2 & 3%
FTREEAREERET
BHE(—HELREEH
51%& 17 < Mt B 2~ &)
RAEMRERORER
EXERBRRABZE
)EH o

RUL B A 2 A E MR
—E—tF=A=1—
B REEFERZKE
8 B KR A 62 A T R
FEHZRBAZES BH
A 10,579,000 & (=

T — X 110,579,000
B Jt) & 19,421,000
BE(ZE — XN F

19,421,000/ 7T ) °

R-ZBEXRETATN
B iREBEREARAR
(MEB)) WmAERE
RAR (& RET
S ANTIESEE - RN
HiRE RIn &2 A F
(TaEDzaEhESE
(TaEmZEED :

RERREE2ENE
ARARUEXBRAA
(TE 4 ]) 38 R B A 32 50
BEELE UmER
TEREREXBRA
A(DI# KM

201785 FHHE AMBRRENMIARLT 6



Notes to the Condensed Consolidated Financial Statements

R RRAR S M BmR M
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COMMITMENTS (Continued)
Other commitments (Continued)

18.
(b)

62

(i)
@

(Continued)

Sea Ascent shall advance a sum equivalent to
RMB40 million to Joy Kingdom by way of an
unsecured, non-interest bearing shareholder’s
loan (“Shareholder’s Loan”) for the payment
of the registered capital of Jiangsu Prevalence
and the acquisition of land and construction of
a factory (the “Plant”) at Pi Zhou City, Jiangsu,
the PRC for the production of the Group’s
Oral Insulin Enteric-Coated Soft Capsules (the
“Medicine”);

Subject to Sea Ascent’s performance of its
obligations as aforesaid and completion of the
acquisition of Joy Kingdom by Welly Surplus
as mentioned below, Welly Surplus shall
procure Joy Kingdom or Jiangsu Prevalence,
if so agreed, to pay to Sea Ascent, during a
period of six years from the date on which
the Medicine is launched for sales in open
market (the “Initial Operating Period”), a fee at
RMB6 cents for each capsule of the Medicine
produced (subject to a maximum fee of
RMB180 million for each year and deduction
as specified in the Cooperation Agreement);
and

18.

(b)

AiE )
H fth &4 ()

(i)
@

(%)

& /8 18 % B I -
EEBREER(IRRE
BxDEXRA TR
NBERAERARK
40,000,000 7T Z 3 18 -
e T 87 K 44 it 2
FERE A A K S AR AR
BT &% 2B M T Uk BE £
K B2 — R R = (R
BENEES  ZME
AREEASEEZA
RIS =B A BA (%

ml)

EREBEIT EMEMT
K 3 22 58 Bk T i U BE
R RS R
3R T BRI 42 5 (fis BE Lt
RE)RBEEGELHR
AFEMHEE B SR
RN FEHBE(M S &
BEHE]) - RRE X
REEYE—BEZE
mMARB6DTE 2B
B(BEEEaAARE
180,000,0007T B 7] #& &
YEH R AR E F LABIR) ;
&
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HE-_ZE—tFNA=1TRHILXER

AiE )
H &4 (2)

18.

(b)

COMMITMENTS (Continued)
Other commitments (Continued)

(i)
©)

(Continued)

Unless the New Medicine Certificate in respect
of the Medicine has not been granted by the
relevant PRC authorities, Welly Surplus shall
procure Fosse Bio to allow the manufacturing
of the Medicine by Jiangsu Prevalence and
to assist Jiangsu Prevalence to obtain the
relevant Pharmaceutical Manufacturing Permit
(% S 4 5 7] &%) for the manufacture of the
Medicine during the Initial Operating Period.

Under the Cooperation Agreement, Fosse Bio
has agreed to guarantee the due performance
by Welly Surplus of its obligations and liabilities
(“Secured Liabilities”) as mentioned in the
above paragraphs, provided that the maximum
liability of Fosse Bio under such guarantee
shall not exceed 51% of the Secured Liabilities.
The Cooperation Agreement became effective
upon the shareholders’ approval in the special
general meeting of the Extrawell held on 3
January 2007, until the expiry of the Initial
Operating Period.

18.
(b)

(i)
©)

(%)
BRITFEERERILE
BA BB R R A
T mABRERTE
AT T & Ik %€ it B 5 2
v 3 13 BT & Ik 24 1
PEEN AR A B an AL EE RT I
& AR F & E B
MEE B

RIS EHZE - LR
BEERERUERITH
FEARMZEHBREME
(TEREMFED - ERMT
REBERETZERE
ERAEBBERET
251% - G{EHER =
ST+ FE—A=-AER
EROTZBREEIARS
BERR B AR AR - B
ENHLEHEER °
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18. COMMITMENTS (Continued)
(b) Other commitments (Continued)

(i)
©)

(Continued)
(Continued)

On 19 October 2006, Sea Ascent and Welly
Surplus also entered into a sale and purchase
agreement (the “SP Agreement”) pursuant to
which Sea Ascent agreed to sell and Welly
Surplus agreed to acquire (i) the entire share
capital (the “Sale Share”) in Joy Kingdom; and
(i) the Shareholder’s Loan at considerations
of RMB40 million and HK$1 respectively (the
“Considerations”). The completion of the
SP Agreement was subject to, among other
conditions, approval of the SP Agreement by
the Company’s shareholders, the Cooperation
Agreement becoming effective and the
completion of the construction of the Plant by
Jiangsu Prevalence in accordance with the
terms of the Cooperation Agreement. The
SP Agreement was approved in the special
general meeting of Extrawell held on 3 January
2007. On 8 April 2009, Welly Surplus and
Sea Ascent signed a confirmation whereby
both parties agreed to extend the long stop
date of the SP Agreement from 30 November
2007 to 30 June 2010. In light of the progress
of the further clinical trial, Welly Surplus and
Sea Ascent have not yet concluded the
revised completion timetable in relation to the
construction of the Plant by 30 June 2010, and
therefore the extension of the long stop date of
SP Agreement is yet to be concluded. The SP
Agreement has not yet become unconditional
and the Consideration has not yet been due
and paid up to the date of approval of these
consolidated financial statements.

AiE )
H &4 ()

(i)
©)

(%)
(%)
ﬁé:§§ﬁ¢+ﬂ+ﬂ
R B I B IR E]
—J}EET&%(FEE%
&) B RERE
HE Rin &R B E
()=t 2 2 3B R A (T
ERGB1) RHREE
FoREIRABARKE
40,000,000 7t % 17 7©
(KB B &=
AR (H B EEMmIE
)RR E#EE
B AERBRER
KoL &k & iRIR & 1F
16 % 2 168 7R 78 K SR R
F#& HExmK-BRE
MEER T F—
A=A Z2EARARKR
REFRI RS EEHE -
E"f??jlillflﬂ}\
El m,\?&/inl—iﬁg
RE Bt EFRE
H%EET%H?%ZF{%TDEX
BB LF+—
A=+HE&E&E=Z—%
FRA=1H -ER#E
—JTHRRARZERE
Etj: T TEE/\H
= Hn & EIRE H R
PR R AE FT 78 K SR TR
FErzERE  mEEH
% 2 18 5T A B B i A
JEER - EtiEZi#Tmﬁﬁ
BHmERESERE - B
= 1 R R K R R
LA RARAE AR B 81 & 2
e
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For the six months ended 30 September 2017
T—tFNA=+THIEARER

18. COMMITMENTS (Continued)
Other commitments (Continued)

(i)

Pursuant to clinical trial of the oral insulin
project, Fosse Bio has entered into service
contracts with Shenyang Xin Tai Geer
Pharmaceutical Technology Development
Limted (Bi5 ZE R SR BEEZRBRHRAEA
R X 7)) (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.

HE—

18. AI¥E(#)
H i &EE)

(b)

(i)

R EESERKEE
ERERABEERAA
(MEEEEADR DR
BREXAR 2BRRAR
RZZEZEAF+_-A
TARERZZE-—ME=
AZ+HmBRIMZRBE S
BoRESHRBARKE
12,080,000 ¢ & A R #&
10,400,000 7T * % & &
REBRAAREERSE

KRR R R A B

19. BEALRS
AEBRBMAEEE AL
FZRHWT

19. RELATED PARTY TRANSACTIONS

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

Six months ended
30 September
BEAA=THLEAREA

2017 2016
—E—+tF —E—REF
HK$’000 HK$’000
FHERT T T
(RETCIYe)) (unaudited)
(RBEX) (REEEZ)
Service fee expense paid Bt REMNARRBRE
and payable to Dr. Mao, ERLT 2 RBERX
a shareholder of the
Company 336 336
Compensation of key TEEEBAB ZRN :
management personnel:
Short-term employment g HiE B R A
benefits 1,218 1,016
Post-employment benefits Btk 14 48 9 25
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20.

66

CONTINGENT LIABILITIES AND
LITIGATION

Litigation concerning CNL (Pinghu) in the
PRC

On 17 April 2012, a writ of summons was issued
by JT & I 1§ 3 3% & B A R 2 7] (Jiangsu Ruifeng
Construction Group Co., Limited) (“diangsu
Ruifeng”) in the PRC as the plaintiff against CNL
(Pinghu), an indirect non-wholly owned subsidiary
of the Company, as the defendant in relation to
the disputes arising from the consideration and
completion of construction services under the
construction contracting services agreement dated
8 October 2010, the construction agreement dated
17 December 2010 and the supplemental agreement
dated 8 March 2011 (collectively referred to as the
“Construction Agreements”) entered into between
CNL (Pinghu) and Jiangsu Ruifeng, to claim the
outstanding construction cost of RMB13,150,000,
the related interests and litigation costs of the
case. Pursuant to the Construction Agreements,
the total construction costs was RMB16,675,000.
Jiangsu Ruifeng had issued invoices amounting to
RMB29,126,000 in relation to the construction work
they performed. The aggregated invoice amount
was substantially different from the contracted
amount. CNL (Pinghu) only settled the amount of
RMB16,601,000 and recorded it as the cost of
buildings as at 30 June 2012. On 24 April 2012,
Jiangsu 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

20.

FREBBERFR

R EER R (FH) 2
BN

R=F—=FmMA++tAH "
TEin 2R E@MBRA A
(DIgmE])(EARES) R
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BB A B A far (F58) (1 AR
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B AR a7 (T2 040) B30T & 3w 18 5T
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BrzREABREHE - A
MAE-_T—ZTF+=-A++t
BrzgEampa kA
——F®=ZANBZ@ExHE
(EEEHREDBETZR
BREKEZEREFSIRZ
F& o IsmEmA R (FH)
R{E A R%13,150,0007C Z &
A EZERAN - BERME R
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16,675,0007T ° )T &k Im 1§ 3t H
ETzEEIREHEE
£ % B AR #29,126,0007T °
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AR #16,601,0007T @ I =
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AZ+WMAB  IT&InEE R
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EcE - RECER) 2R
1717 % A R 15,000,000 7T 5k
SRSHEZEEBHRE
W RECERESER T
——4F X A=+ A8 A222,000
BT HABERREHTE
oz &8 ZREHBBELE
REBEE-_Z—=A=+
AEFERR R=2F—=
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20.

AR S MR M

For the six months ended 30 September 2017

CONTINGENT LIABILITIES AND
LITIGATION (Continued)

Litigation concerning CNL (Pinghu) in the
PRC (Continued)

(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 1 JT & F # ™ A
E & Bz (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 appeal to )T & &= # M F & A R A B (the
Intermediate People’s Court of Jiaxing City, Zhejiang
Province). On 25 April 2014, 37 )T & % 8/ & 4
A B J& Bt upheld the original ruling of 1 T & F
T A RS 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 a s a t 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
2017 and for the Financial Period.
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For the six months ended 30 September 2017
HE-_ZE—TFNA=1+TRHILXEAR

20.

68

CONTINGENT LIABILITIES AND
LITIGATION (Continued)

Litigation concerning Longmark (Shanghai)
in the PRC

The Company’s associate, Longmark (Shanghai)
entered into a tenancy agreement with = )& ] j& 4%
4 & #k 5 IR A 7 (Shanghai Xiangshanleyuan Dining
Limited) (“the tenant”) for the use of premlses located
in F/ETHRE R IK128F 255 1 N — B (the first
floor, lane 2, 128 Linhong Road, Changnlng District,
Shanghai) (“the Premises”) on 9 August 2011.

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$250,714) being compensation for the loss
resulted from the suspension of electric power supply
on the Premises.

On 28 October 2016, L/ M K E & A B & bt
(People’s Court of Shanghai Changning District)
rejected the petitions filed by the tenant.

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.
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