INNOVATIVE PHARMACEUTICAL
BIOTECH LIMITED
BMBEREMMIXERLT

(Incorporated in the Cayman Islands and continued in Bermuda with limited liability)
(RFAERSTMRIIREREFEZERDT)
(Stock Code B& {355 : 399)

201 8/1 9 Interim Report F#i%R &




15

21

24

Contents

B 8%

Corporate Information
AEEHR

Chairman’s Statement
ETEHRE

Management Discussion and Analysis

EEEWWR DT

Other Information Provided in Accordance
with the Listing Rules

B ETRAEEZEtER

Condensed Consolidated Statement of Profit ?
or Loss and Other Comprehensive Income‘ ‘
BRGAEBREREMEARER

Condensed Consolidated St atem
Financial Position d

BRGARBRRE



Corporate Information

DNAREH

BOARD OF DIRECTORS

Executive Directors
Gao Yuan Xing

Tang Rong

Huang He

Non-executive Directors
Jiang Nian (Chairman)

Xiao Yan

Wu Yanmin

Independent non-executive Directors

Chen Weijun
Zhang Zhihong
Wang Rongliang

Audit Committee

Chen Weijun (Chairman)
Zhang Zhihong
Wang Rongliang

Remuneration Committee

Zhang Zhihong (Chairman)
Jiang Nian
Wang Rongliang

Nomination Committee

Zhang Zhihong (Chairman)
Jiang Nian
Wang Rongliang

HONORARY CHAIRMAN

Mao Yumin

COMPANY SECRETARY

Poon Hon Yin

LEGAL ADVISERS

Sidley Austin
39/F, Two International Finance Centre
Central, Hong Kong

EEg
BTES
BRA
EiR
B

HUTES
BE(ZE)
¥ ¢
e

BIFHTES
FRIEE
RIS
F LR

EREES
REE(ELE)

B S

yMEsg
REB(EE)
B

REEAR
R (Ef)
B
R

BEXRE
EMR

DEWE
BEE

R
BB A IS A

BERE

ERSET L=t g

INNOVATIVE PHARMACEUTICAL BIOTECH LIMITED 2018/19 Interim Report



REGISTERED OFFICE

Clarendon House
2 Church Street
Hamilton HM 11, Bermuda

PRINCIPAL PLACE OF BUSINESS IN
HONG KONG

Unit No. 2111, 21/F.

West Tower Shun Tak Centre
168-200 Connaught Road Central
Sheung Wan, Hong Kong

PRINCIPAL SHARE REGISTRAR AND
TRANSFER AGENT

Conyers Corporate Services (Bermuda) Limited

Clarendon House
2 Church Street
Hamilton HM 11, Bermuda

BRANCH SHARE REGISTRAR AND
TRANSFER AGENT IN HONG KONG

Tricor Tengis Limited
Level 22, Hopewell Centre
183 Queen’s Road East
Hong Kong

AUDITORS

BDO Limited

25th Floor, Wing On Centre
111 Connaught Road Central
Hong Kong

PRINCIPAL BANKER

Bank of Communications Co., Ltd.

STOCK CODE
399

COMPANY WEBSITE

www.ipb.asia
www.irasia.com/listco/hk/ipb

Corporate Information

RAEHR

AR EE

Clarendon House
2 Church Street
Hamilton HM 11, Bermuda

BEREIREXMH

BEELER
T 55 &7 168-200%%
FEERLAE21E2111E

ROECEERBFRER

Conyers Corporate Services
(Bermuda) Limited

Clarendon House

2 Church Street

Hamilton HM 11, Bermuda

EEROELETER
BERERER

EEEFEBARAT

BEEERRER1835R

A MR 224

BN

BRI EEREHMERAERAF
B

FrEP1I115%

XL H 2518

EEERBIT
RBRITRNERAF
B 434K 55%

399

NGIE b
www.ipb.asia
www.irasia.com/listco/hk/ipb

2018/19F F HiTheE EMBEREVYREERAT



4

Chairman’s Statement

EFERE

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 2018 (the “Financial Period”) and the
six months ended 30 September 2017 (the “Previous
Financial Period”).

For the Financial Period, the Group recorded revenue of
approximately HK$10.1 million, an slightly increase of
approximately 3% in revenue from approximately HK$9.7
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$171.28 million, representing an increase in loss
of approximately 16.78% from the loss attributable to
owners of the Company in the amount of approximately
HK$146.67 million recorded in the Previous Financial
Period. The comparative increase in loss for the Financial
Period of HK$24.61 million was primarily due to the
decrease in fair value of available-for-sale financial assets
of the Group.
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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 Il 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
mid of 2020.

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 2018
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Management Discussion and Analysis

EEENWE DT

GROUP RESULTS

Revenue of the Group for the Financial Period amounted
to approximately HK$10.1 million, representing an
increase of approximately 3% as compared with the
total revenue of approximately HK$9.7 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$171.28 million for the
Financial Period, representing an increase from the loss
of HK$146.67 million that was recorded in the Previous
Financial Period. The increase of loss was primarily due
to the decrease in fair value of available-for-sale financial
assets of the Group, for the Financial Period as compared
with the Previous Financial Period.

BUSINESS REVIEW

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$10.1 million, representing an increase of
approximately 3% from the revenue in the amount of
approximately HK$9.7 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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Management Discussion and Analysis

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.

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.

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 2018.

The auditor of the Company (the “Auditor”) expressed a
disclaimer of opinion in the independent auditor’s report
on the consolidated financial statements of the Group
for the year ended 31 March 2018 as it had not been
provided by the Directors of the Company with sufficient
information to satisfy themselves as to the basis (together
with the related data to which specific assumption was
applied) for which the cash flow projection (the “Cash
Flow Projection”) used by the Directors to estimate the fair
value of the intangible assets (the “Valuation”) by income
approach in relation to the In-process R&D involving the
Product.
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Management Discussion and Analysis

EEENWE DT

The Cash Flow Projection was prepared using significant
management assumptions and judgement. The major
assumptions of the Cash Flow Projection included the
timing to completion of the clinical trials, the obtaining
of the relevant regulatory approvals and the launching
of the Product by mid of 2020 (the “Assumptions”). The
estimated timing was the best estimation by the Group
have regard to the progress of the In-process R&D. As
the Product is still under the research and development
stage, uncertainty as to when the Product can be
launched exists. Further, the In-process R&D is subject
to inherent uncertainties and risks which may be beyond
the control of the Company. Accordingly, certain evidence
and information may not be available at this stage.
The management of the Company has considered the
relevant facts and circumstances relevant to the situation
and considered that the Assumptions adopted for the
preparation of the Cash Flow Projection were reasonable.

The management of the Company has discussed with
its Auditor as to how the disclaimer of opinion would be
removed from the Company’s financial statements going
forward and is given to understand that the removal is
subject to the latest progress of the clinical trials, the
provision of sufficient evidence as to the timing of the
completion of the clinical trials, the obtaining of regulatory
approval and the launching of the Product. In light of the
recent development in the manpower of the Company’s
working team of the project and the finalization of the
funding arrangement, the management of the Company
considers that the revised timetable for launching of the
Product to be realistic and achievable.

The Company will use its best effort to commercialize the
Product and provide appropriate evidence to the Auditor
as available in due course. The Company considers that it
would be in a better position to provide available evidence
to the Auditor after commencement of the clinical trials.
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Management Discussion and Analysis

As aforesaid, the removal of the disclaimer of opinion
would be subject to the latest progress of the clinical
trials, the provision of sufficient evidence as to the timing
of the completion of the clinical trials, the obtaining of
regulatory approval and the launching of the Product as
adopted in the Cash Flow Projection. Once the Company
has commenced Part B of phase Il clinical trials, the
Company will be in a better position to ascertain the
expected launch progress of the Product and to provide
the Auditor with additional supporting evidence to support
the Assumptions adopted in the Cash Flow Projection.

As at the date of this report, other than the uncertainties
and risks arising from the results of the clinical trials of
the Product as well as related governmental assessment,
there is no other foreseeable obstacles or issues leading
to the Company’s expectation of a further delay in the
timetable for the launching 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. On 27 July 2018, a shareholders’
loan agreement was entered into between the Company
and Extrawell Group, pursuant to which, the Company
and Extrawell agreed to advance a total sum of HK$30
million to Smart Ascent Limited in the proportion of 51%
and 49%, respectively. Upon completion such funding
arrangement, Extrawell has allocated its human resources
to assist the Group in the operation of the clinical trials.
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Management Discussion and Analysis

EEEWR DT

The Group has completed the assessment and finalized
the engagement of the contract research organization
(“CRO”). Fosse Bio-Engineering Development Limited
(“Fosse Bio”), a subsidiary of the Company, and the CRO
have entered into a technical service agreement dated 31
October 2018 pursuant to which Fosse Bio has appointed
the CRO to conduct clinical research in relation to the
Product. Following the engagement of the CRO, the work
related to the engagement of hospitals to conduct the
Part B of Phase lll clinical trials and the recruitment of
supervisors to monitor the progress can be commenced.

Based on the currently available information, the Company
expects that the estimated timeline as stated in the
announcement of the Company dated 15 August 2018
in relation to the conduct of Part B of phase Il clinical
trials and the commercialization of the Product and the
funding arrangement for the completion of the research
and development and commercialization of the Product
will remain unchanged and that it is expected that the
Product would commence generating revenue for the
Group around the mid of 2020.

As set out in the previous annual reports of the
Company, Fosse Bio and Tsing Hua University (“THU”)
have entered into the agreements in 1998 (the “THU
Collaboration Arrangement”) in connection with the
research and development of the Product which term
has expired in October 2018. On 12 November 2018,
the Group has entered into a supplemental agreement
with THU to renew the term of the collaboration for
another five years to October 2023. Under the THU
Collaboration Arrangement, 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. The Board
of the Directors of the Company is of the view that the
renewal of the THU Collaboration Arrangement can
facilitate the exclusive commercialization of the Product by
the Group and is in the interests of the Company and its
shareholders as a whole.
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Management Discussion and Analysis

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

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.

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 mid of 2020, 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 by
mid of 2020.
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Management Discussion and Analysis

EEENWE DT

FINANCIAL REVIEW
Capital structure

Authorised:
JEE -
50,000,000,000 ordinary shares of
HK$0.01 each (the “Shares”)

31.3.2017
T—+F
=RA=+—H
HK$’000
TR

HK$°000
FTERT

50,000,000,000 & EE0.018 T2 L@ ([HH 1) 500,000 500,000
Issued and fully paid:
EZETREHME -
1,464,193,024 Shares (As at 31 March 2018:
1,464,193,024 Shares)
1,464,193,024 B (R=F—N\F=ZA=+—8 :
1,464,193,024% B 17 ) 14,642 14,642
Liquidity and financial resources NBESRHEER

As at 30 September 2018, the Group had bank and cash
balances of approximately HK$21.4 million (31 March
2018: approximately HK$20.2 million).

As at 30 September 2018, total borrowings of the Group
were approximately HK$695.2 million (31 March 2018:
approximately HK$628.1 million) which reflected the debt
value of the Company’s unconverted convertible bonds,
amounts due to non-controlling interests, amounts due
to former non-controlling interests, amount due to the
subsidiary of an associate, and loan from a non-controlling
interest.
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Management Discussion and Analysis

The ratio of current assets to current liabilities of the
Group was 1.14 as at 30 September 2018 as compared to
the 1.92 as at 31 March 2018. The Group’s gearing ratio
as at 30 September 2018 was 0.45 (31 March 2018: 0.38)
which is calculated based on the Group’s total liabilities
of approximately HK$714.8 million (31 March 2018:
approximately HK$647.3 million) and the Group’s total
assets of approximately HK$1,607.7 million (31 March
2018: approximately HK$1,714.2 million).

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

Significant acquisition and investments

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 2018, the Group and the Company
did not have any charges on their assets (31 March 2018:
Nil).

Contingent liabilities

Details of litigation and contingent liabilities are set out in
note 20 to the consolidated financial statements.
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Management Discussion and Analysis

EEEWR DT

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 2018, the Group had 22 full time
employees (31 March 2018: 22), 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$3.3
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 2018
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in Accordance with the Listing Rules
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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.

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.

2018/19F R HisR 5
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Other Information Provided
in Accordance with the Listing Rules
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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.

DIRECTORS’ INTERESTS IN SHARES

As at 30 September 2018, 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 (oF:To:Te114Y;

BEEpe 512

Tang Rong Beneficial owner
EA EREAA

Save as disclosed above, as at 30 September 2018, 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.

EREEY

RAE ETARRIE3.21 R3.22{F A R 1b
EERTUZTRMEXECIME - A
ARAEKRIARAAzERZER G ([F
BERBg|)  YHEEmBERE -
EREZR N 2B IFNTESRA
K- BREZERRERERNAEE
R ZEABERED - X RmE
i AREZERMBEREEE - BX
ZERCENASENAPERARZ
REEZH B BERE

ESRRO2ERE
RZZB-N\FAA=1TH ARAE
CEBRITBABRRBEZBEAL
AR R S E A EROEE (E % &
H R GG ([E5RRE G E
XVER) Z EAIB D - MR A S
MR RRBENE M RIREES R
MEGPIFEIB2GFARRAFEREA
RIBEETRINEMT X MEARRE
NPz eSOk B

REQBDEBRTREZHER

Percentage
of the issued
share capital

of the
Company
IEEARE BT
REBDE

Number
of shares/

underlying
shares held
BEzBR
HERAHE

396,200 0.03%

BEXREESIN R N\FNA
=tH HMEARAESR  SRTH
ABRBEZBHBEATRARRHE
EfRIAEEBOEE (F 3% 73E 75 RS &P
SEXVER) 2 B fn - MR Sk E 5
BB ARERE 5 R BB 51 £ 352 (%
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SUBSTANTIAL SHAREHOLDERS’ AND FTERRRAMALTRARG K
OTHER PERSONS’ INTERESTS AND HERG ZEZRAR

SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

As at 30 September 2018, 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%

RZB-NFAA=TH BEES
KB E &I FE 3361517 B 2 AR AL
0 RARBIR 1D 2 #E e oK R B M AR
& TIERB(TEERARRZESRN
SRITBAB)RARRR B EITRAT

or more in the issued share capital of the Company:

Long/Short positions in the issued share
capital of the Company

BEABRBERS%HIA LM

RELAFESBITREZHAR

Sk A
RTE

Percentage
Number of the issued
of shares/  Long (L) or share capital
underlying Short (S) of the
Name of Shareholder Capacity shares held position Company
"Rz g {(BE HARRERMT
BRREE/£8 &t HERA#E RE(S) RABAL
Dr. Mao Yumin (note 1) Beneficial owner 1,092,700,000 L 74.63%
ERRBL (M) EREAA
Beneficial owner 1,700,000,000 S 116.10%
ERBEEA
Interest of a controlled corporation 709,451,350 L 48.45%
REHEBR 2R
United Gene Holdings Limited (note1)  Beneficial owner 55,500,000 L 3.79%
BEERERARAD (1) EaEAA
Interest of a controlled corporation 653,951,350 L 44.66%
REHEE 2R
Dr. Xie Yi (note 2) Interest of a controlled corporation 13,951,350 L 0.95%
AL () REHAE 2B
Ease Gold Investments Limited Interest of a controlled corporation 13,951,350 L 0.95%
(note 2) (fiizE2) RBHEE R
Good Links Limited (note 3) (Fi&3) Interest of a controlled corporation 13,951,350 L 0.95%
REBHEE R
2018/19FF HifRss EMBEREVYNEERA A 17
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Percentage
Number of the issued
of shares/  Long (L) or share capital
underlying Short (S) of the
Name of Shareholder Capacity shares held position Company
BEZRB/ BRLE  EAREBEST
RR#E/ 28 LT RERGHE RR(S) REEAL
Victory Trend Limited (note 3) (#z3)  Interest of a controlled corporation 13,951,350 L 0.95%
REHEE R
Best Champion Holdings Limited Interest of a controlled corporation 13,951,350 L 0.95%
(note 4) REHEE 2R
SMERRAERA R (fi1i4)
China United Gene Investment Beneficial owner 13,951,350 L 0.95%
Holdings Limited (note 5) (¥{35) EREBA
Chau Yiu Ting Beneficial owner 302,600,000 L 20.67%
[EERE EREEA
Notes: BIsE -

18

1.

These include (i) 213,700,000 ordinary shares held by
Dr. Mao directly; (ii) 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;
(ii)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.

1.

BREREIBEBRITEERAED
213,700,000 f&% & 3@ A% & (i) )R 1T 1%
ARRESWSZERER  BE
ARBITZHERD —FKESHBER
607,600,000/ 7T 2 AJ Rk &% + Ty
% 5l 1 E 18 1+ # 5 879,000,000 A&
FJNJ Investments Limited([JNJ )
#£ A 640,000,000 % ° UNJ & — &
United Gene Group Limited & # &
BEHEANKIB AR - MUnited Gene
Group Limited Bt & H EZ IR B R
AREEHES ; (i)EHEeERERE
R A &35 A #955,500,0004% & 33 A% &
(iv) B S =12 AR B BR 1 R HE 5 60% A%
#EH)China United Gene Investment
Holdings Limited#% A 2 13,951,350
fREB - BESERERERAD A
% Victory Trend Limited 9 Bl % &
33.5% & 33% S EER A R A AR
3 ° Victory Trend Limited i Good
Links Limited2&#4H - EFL5H 5
FAEBEEEZERAERRQAE100%
#25 & Good Links Limited#)50%#&

25 0

m
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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.

8, 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 2018.

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.

2018/19F R HisR 5
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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 2018, 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

FRGEEERAMEERER
For the six months ended 30 September 2018
HE-Z—)\FhLA=1THIEXEHR

Six months ended
30 September
BERA=+RHLAMEA

2018 2017

—E-N\F —T—tF

HK$’000 HK$’000

FET FAT

(RETCI EYe)) (unaudited)

(REEER) (REEZ)

Revenue & 3 10,053 9,729
Cost of sales and services SHE RARFS A (9,147) (8,806)
Gross profit EF 906 923
Other income HlA 5,651 4,494
Other gains and losses, net  Hfthlirzs & 518558 4 (113,683) (98,994)
Selling expenses HER (126) (320)
Administrative expenses TS (12,227) (6,471)
Other expenses H RS (314) (314)
Share of results of associates {5 < A R4 8,705 5,339
Finance costs B E 5 (62,218) (563,607)
Loss before tax KRR B 1R (173,306) (147,950)
Income tax FrAS T - -
Loss for the period HANEE 6 (173,306) (147,950)

2018/19F F HiheE EMBEREVREERAT
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

HRGEEERAMEEKER
For the six months ended 30 September 2018
HE-_Z—)\FNLA=1THIEXEHA

Six months ended
30 September
BEAAZ=THLEARMEA
2018 2017
—T—tF
HK$’000
FAT
(unaudited)
(CREEEZ)

—E-N\F
HK$’000
FET
(RETCI EYe))
(REEER)

Other comprehensive Hib2m (AW
(expense) income

22

ltems that may be HEngeEmoE
subsequently reclassified FEz2HER -
to profit or loss:
Reclassification HERMHEEESR
adjustments for the BE®E A5
accumulated loss upon EBEL 2
disposal of available- BNDEAE
for-sale financial assets - (40)
Exchange difference on REBINEBZ
translation of foreign PEH =5
operations (663) (725)
(663) (765)
Total comprehensive expense HiX 4 E 52 %58
for the period (173,969) (148,715)
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

FRGEEERAMEERER
For the six months ended 30 September 2018
HE-Z—)\FhLA=1THIEXEHR

Six months ended
30 September
BERA=+RHLAMEA

2018 2017
—E2-N\F —T—tF
HK$’000 HK$’000
FET FAT
Notes (RETCI EYe)) (unaudited)
M= (REEER) (REEZ)
Loss for the period LA AT RGN
attributable to: EiE -
Owners of the Company ZIN/NETEZ =N (171,278) (146,670)
Non-controlling interests FEPE R 2R (2,028) (1,280)
(173,306) (147,950)
Total comprehensive expense LA T AT EGEIA
for the period >ERASBEE
attributable to:
Owners of the Company ZiN/NGIE =N (171,742) (147,218)
Non-controlling interests FEIE R fE 2 (2,227) (1,497)
(173,969) (148,715)
Loss per share SRER 8
Basic HA HK(11.70) HK(10.02)
centsiE1l centsiB1lll
Diluted #ew HK(11.70) HK(10.02)

centsiE Al centsE 1l

2018/19F F HiheE EMBEREVREERAT
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Condensed Consolidated Statement of Financial Position

ARG S MR R &
At 30 September 2018
RZZE—-NFNLA=+AH

At

30 September
2018
R=TB—N\F

hB=+H

Non-current assets
Property, plant and

FRBEE

W - s K&

Notes
Hit 5

HK$’000

F#ET
(unaudited)
(RFX)

At

31 March
2018
RZZE—N\F
=A=+—~”
HK$’000
THIT
(audited)
(&%)

equipment 9 119 162
Interests in associates i NG o 10 54,901 81,437
Investments in convertible AR E S E

bonds 11 117,704 166,447
Intangible assets EREE 12 1,373,224 1,373,224
Amount due from the FEM— R = A 7]

subsidiary of an associate Z KB AEFEA 12,126 10,610

1,658,074 1,631,880
Current assets REBEE
Trade receivables Z 5 R BR K 13 13,131 12,715
Available-for-sale financial At ESREE

assets 10,485 36,247
Prepayments, deposits and ~ JEfIZIE - 26 &

other receivables H e U R 4,566 13,094
Bank and cash balances R1TRIB SRR 21,425 20,227

49,607 82,283
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Condensed Consolidated Statement of Financial Position

RS BN &
At 30 September 2018
RZZE-NFNALA=+AH

At At

30 September 31 March
2018 2018
R=TB—N\F R=ZZE—N\F
=A=+—~”
HK$’000
THIT
(audited)
(&%)

hA=+H
HK$’000
F#ET
(unaudited)
(RFX)

Notes
Hit 5

Current liabilities REBAE
Trade payables B S FERT IR 14 12,558 10,411
Accruals and other payables fEtE &
H b BT 3IE 7,099 8,848
Amounts due to non- FETIEPEAR M 2
controlling interests B 22,871 22,871
Amounts due to former FEAST AT IEPE AR M 2
non-controlling interests RIE 823 823
43,351 42,953
Net current assets REEEFHE 6,256 39,330
Total assets less REERREBAME
current liabilities 1,564,330 1,671,210
Non-current liabilities ERBERE
Convertible bonds AR ES 15 590,568 554,515
Amount due to a shareholder & —zf% R KA 25,000 -
Amount due to the subsidiary & —REi&E A E 2
of an associate Fi 8 A RIFIE 46,852 41,947
Loan from a non-controlling 2R & 3E#EfRiER &
interest 9,054 7,923
671,474 604,385
NET ASSETS EEFE 892,856 1,066,825

2018/19F F HiheE EMBEREVREERAT
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Condensed Consolidated Statement of Financial Position

fEBAAR & BT AR &
At 30 September 2018
RZZE—-NFNLA=+AH

At At
30 September 31 March
2018
R=B-—N\E
hA=+H
HK$’000 HK$’000
FET THIT
(unaudited) (audited)
(REFX) (EEZ)
Capital and reserves EARR #E
Share capital % X 14,642 14,642
Reserves #1HE 10,033 181,775
Equity attributable to RNAFHE AELER
owners of the Company 24,675 196,417
Non-controlling interests JEFERR R R 868,181 870,408
TOTAL EQUITY AR 892,856 1,066,825

The condensed consolidated financial statements on  HRXE21 B EF26E 2 HRGS M
pages 21 to 26 were approved and authorised for issue HEELBHEFEeR T —N\F+—
by the Board of Directors on 29 November 2018 and are A=A Bt RIS + 3 i L

signed on its behalf by: TEERKRES :
JIANG NIAN TANG RONG
EEF B
DIRECTOR DIRECTOR
E BE
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Condensed Consolidated Statement of Changes in Equity
PGS RABE R

For the six months ended 30 September 2018

Snare
capial

Bk
HK§ 000
47

Share
premium

HK§ 000
T

Convertible
bonds
equty

Attributable to

Investment
revaluation
2
REEf
(e

HK§ 000
T

Property
revaluation

Tt

Hz—FT

s of the Company

Foreign
curency
franslation
resene

Other
Tesene

Statutory
Tesene

Aokt
HK§ 000
ThT

—NFAA=FTRIRER

Non-
controling
inferests

IR

Total
equty

Accumulated
Josses

2
HKB000  HKS000

T

HK$'000
T

HKS 000
AT

At 1 April 2017 (audited) 14642 1119204 1,152,862 4 5,342 2,540 347 1155 (1,868,248 427974 870,351 1298325
RIZ-LEMA-R(EEH)

Loss for the period - - - - - - - (146670) (146670)  (1,280) (147950)
BhEE

Qther comprehensive expense

for the period - - - 40 (5,342 - - (508) 5,342 (648) 1) (765)
HREHEARR

Total comprehensive expense

for the period - - - (40 (5342 - (608) (141,328) (147,218)  (1,497) (148,715)
BR2ERLEE

At 30 September 2017 (unaudited) 14,642 1,119,094 1,152,862 - - 2,540 347 647 (2,009576) (280,756) 868,864 1,149,610

R-Z-tENA=TA(RERR)

2018/19F R BisR 5
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Condensed Consolidated Statement of Changes in Equity

ERGERERER

For the six months ended 30 September 2018

HE-_Z—)\FNLA=1THIEXEHA
Attributable to owners of the Company
RYAGE 1IN
Convertible Foreign
bonds currency Non-
Share equity Other  Statutory translation Accumulated controlling
premium reserve  reserve  reserve reserve losses Total interests
TREES MRR FER
REE  BEEE  HbBE  iEERE BE 2R a3t B2
HKS000  HK$'000  HKS000  HK$000  HK$000  HK$000  HKS000  HK$000
TRn TEx TEx TER  TEx TEn  TEn  TEn
(Note a) (Note b)
(Hfzta) (H&b)
At 1 April 2018 (audited) 14,642 1,119,204 1,152,862 4,828 347 (1,602) (2,093,054) 196,417 870,408 1,066,825
RZZ-/\FBA-A(E2H)
Loss for the period - - - - - - (1m,218  (171,278) (2,028)  (173,306)
BnEE
Other comprehensive expense
for the period - - - - - (464) - (464) (199) (663)
BNEHRERS
Total comprenensive expense
for the period - - - - - (464) (171,278)  (171,742) (2,227)  (173,969)
BN2ERRLE
At 30 September 2018 (unaudited) 14,642 1,119,204 1,152,862 4,828 47 (2,066) (2,265,230) 24,675 868,181 892,856
RZE-NEAA=TR(REER)
Notes: PRFAE -

(a)

As stipulated by the relevant laws and regulations of the
PRC, before distribution of the net profit each year, the
Group’s subsidiaries established in the PRC shall set aside
10% of its net profit after taxation to the statutory reserve.
The reserve can only be used, upon approval by the board
of directors of these PRC established subsidiaries and
by the relevant authority, to offset accumulated losses
or increase in capital. During the six months ended 30
September 2018 and 2017, 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.

@

ZIRh BRRRA R FORMR PR
BEFEDKAMNA - AREEDER
SZAOF S A BB B EBR PR AL FIB
10% AT o AT RBENAR
HHRFBRIIEE - WASEIF
EFERI HBRARZEETERE
BT E BRERIAER - REBE
2 N\ER-F—tFNA=FH
WEAREA - ARAREZHEMNER
RIS EIRFE - N XM R
WEREF SRR E B EREIRE
i

NP BERZ 2 HBRARZRE BT Z
FHNEFRRL E BT E Bt KR
FULEH B A REE RIREINE 2 7]
BEMETSE °
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Condensed Consolidated Statement of Cash Flows

HHFERE
For the six months ended 30 September 2018
EZE-N\FNAA=THILEAREA

NET CASH GENERATED FROM/
(USED IN) OPERATING

wEEBARE(FTR)
&) F8E

2018

—E-NE§
(unaudited)
(RBER)

=]
lﬁi

Six months ended
30 September
BEAA=THLAEA

2017
—tF

(unaudited)

(RIEEZ)

ACTIVITIES 1,886 (48,148)
INVESTING ACTIVITIES KEEH
Proceeds on disposal of available- H & a] fit H & & G & E 2

for-sale financial assets FiS /18 - 23,219
NET CASH (USED IN) FROM BEEFE(FTA) SRS

INVESTING ACTIVITIES SRR - 41,294
FINANCING ACTIVITIES BEEE)
Interest paid BERFIE (25,025) (25,025)
Amount due to a shareholder FES — I AR R 5K IE 25,000 -
NET CASH (USED IN) FROM RMEES(FTR)FEES

FINANCING ACTIVITIES SHEE (25) (25,025)
NET INCREASE (DECREASE) IN  IR¢ MBS EWIE N

CASH AND CASH OB ) 588

EQUIVALENTS 1,861 (31,879)
CASH AND CASH EQUIVALENTS HA¥IIE £ RIRSEED

AT THE BEGINNING OF

THE PERIOD 20,227 191,191
EFFECT OF FOREIGN SN SR B g R

EXCHANGE RATE CHANGES (663) (508)
CASH AND CASH EQUIVALENTS Hi R £ RIESEEY -

AT THE END OF THE PERIOD, BIRTTER KRB

represented by bank balances

and cash 21,425 28,929

2018/19F R EAsRE EMBEREYREERATF
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Notes to the Condensed Consolidated Financial Statements

RS E MR RmRME

For the six months ended 30 September 2018

&

1.

EE-N\FAA=TRHIEARMEA

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 the financial instruments, which are
measured at revalued amounts or fair values, as
appropriate.

Except as described below, the accounting policies
and methods of computation used in the condensed
consolidated financial statements for the six months
ended 30 September 2018 are the same as those
followed in the preparation of the Group’s annual
financial statements for the year ended 31 March
2018.

New and amended Hong Kong Financial
Reporting Standards (“HKFRSs”) adopted
by the Group

A number of new or amended standards became
applicable for the current reporting period. Those
that are relevant to the Group’s condensed
consolidated interim financial information are as
follows:

o HKFRS 9 “Financial Instruments”; and

. HKFRS 15 “Revenue from Contracts with
Customers”.

The impact of the adoption of these standards and
the new accounting policy are disclosed below. The
other standards did not have material impact on the
Group’s accounting policies and did not require any
adjustments.

AR
BRGRAMBRRDIRE B S
firg((EESFMAE])R
oz BAEGRTERFE 345 [ H
BBmE | RBBHARIME
RARRES EmRRIMER T2
ERAREREmE

FEETHE

AR A B B R TR BB A
ARE  HETREGSERA
FER(PER) ZEBTA
Bah o

BRUATRRASN - HEZT—N\F
NA=+HIEABANERLLES
B TSR R P M & 5T R At
B FRGRAEAEEHRE_T
—N\FE=A=+—HILFEZF
B SRR EEE B

RE B R 2 7T RARIERT
BRBBHREER ([ &EH
BEEXER )

S IR SASEFTERIR AR E
BB - BAKEZ HRESH
HHM B E R 2 % E RN
F s

s BEMBHMELERBEIR
[2@MTA]: &

o BEBMBMELEFIGHR
[(Ka&EFPEMZ W] -

RNZEEN R BT BRI
BIREMNT - B ERIHALE
ZERMBRRABEATE YA
EETEARAE -
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Notes to the Condensed Consolidated Financial Statements

AR B SRR M

For the six months ended 30 September 2018
HE-Z—)\FhLA=1THIEXEHR

PRINCIPAL ACCOUNTING POLICIES
(Continued)

New and amended Hong Kong Financial
Reporting Standards (“HKFRSs”) adopted
by the Group (Continued)

The below explains the impact of adoption of HKFRS
9 “Financial Instruments” (“HKFRS 9”) and HKFRS
15 “Revenue from Contracts with Customers”
(“HKFRS 15”) on the Group’s condensed
consolidated interim financial information:

Impacts and changes in accounting policies
of application on HKFRS 9 “Financial
Instruments”

In the current period, the Group has applied the
HKFRS 9 and use the exemption from restating
comparative information and recognises any
transition adjustments against the opening balance
of equity at 1 April 2018.

The impacts of the new requirements on the Group’s
financial statements are as follow:

Classification and measurement

HKFRS 9 contains three principal classification
categories for financial assets: measured at (a)
amortised cost, (b) fair value through profit or
loss (FVTPL) and (c) fair value through other
comprehensive income (FVTOCI). The classification
is determined based on the contractual cash flow
characteristics of the financial assets and the entity’s
business model for managing the financial assets.

2018/19F R HisR 5

2.

FESHBER®)

RE B R 2 7T RABIERT
BRBBREER ([ EEEH
HEEER ) (2)

RmBEYEHRE LA LI
[EMTAI([EEHBREE
RN ) kBB G IRE R
F155% [REFFP A2 Wt
(IEEMBREEAF155%])
HAKEZ ER&EA P BUEE
B2 FEEBENT

BB R R B9
% 2MIA|>HEREH
B

EASRE - AEBRBEBYH
RELNESRRARELETLER
B Y =—F—N\EMA—H
2 )Rt A R SR (AT IR R R
=’ o

R AEES BRE P
T -

PERGE
EAUH RS LAFORRE=
EEBeMAEN TR @
BB AR  (O)RATEHA
2 (TRAFEAES D
B RORATFEHALMS
EWaE ((RAFEFAL LD
E ) E - EWAENE
REBAENSHRERRBH
RERSHAENEREBER
B -

EMBHERENNRERLF
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Notes to the Condensed Consolidated Financial Statements

RS M HRRME
For the six months ended 30 September 2018
HEZZT—)\FNA=1+AHI~ER

2. PRINCIPAL ACCOUNTING POLICIES
(Continued)

New and amended Hong Kong Financial
Reporting Standards (“HKFRSs”) adopted
by the Group (Continued)

Impacts and changes in accounting policies
of application on HKFRS 9 “Financial
Instruments” (Continued)

Classification and measurement (Continued)

Based on the Group’s financial instruments as at 30
September 2018, the impact on initial application of
HKFRS 9 are as follows:

o Financial assets held-for-trading carried at
fair value: these investments qualified for
designation as financial assets measured at
FVTPL under HKFRS 9, the fair value changes
will be recognised to profit or loss. There is no
financial impact for the adoption of HKFRS 9.

The debt component and conversion option
derivative of the investments in convertible
bonds is measured at amortised cost and
FVTPL respectively under HKAS 39 for the
year ended 31 March 2018. Upon the initial
application of HKFRS 9, this entire hybrid
contract will be classified as financial assets
measured at FVTPL and will no longer be split
into debt and conversion option components.
On transition, the difference between the fair
value of the entire hybrid contract accounted
for under HKFRS 9 and sum of the fair values
of the two components previously recognised
separately under HKAS 39 was adjusted in its
opening retained earnings as at 1 April 2018
without any restatement in the corresponding
period. Subsequent to initial measurement, all
fair value gains/losses are recognised in profit
or loss.

2.

FESHBER®)

A BB A 2 3T RARIERT
BRBBREER ([ EEEH
HEEER ) (2)
fz"’r’ﬁ?’?%ﬁﬁﬂ‘ﬁfﬁiﬁﬁl/%g
FIEHTA|2FERE
HREE) ()
DERGE ()
REAEBER—_Z—-NFNLA
=tEMEMIA  ERERE

B REERFOW 2 ZE M
S @

e EAFEIRZZRZMNE
BMEE : ZFHERETE
AREFEBUBRELER
BRI A FEFABR
AEZEREEZRE
R EE B B 2w A
AL TR EL M
BTGS2 o

REBEE_Z—-NF=H
,‘T' ElthFf CIEL Y
BEFRENEBI S Kk
BRESTERBOREFTES
=T R 5 39 5% 9 Al 2
SHEK AR R IR A FEEF AE
Rt 8 - VILEBEEYN
B ERERIEIRE - &%
TERAANK I BRI
AFEFABSFEZS
@ﬁFHTﬁ?ﬁ/ﬁﬁﬁ
BRBRERD - REE
H - REBEEBVBREE
A9 INAR 2 TBIES
BH 2 RN FEE TR

EBGT LA FEIR D

JEE L Z MAEER 53 2
EZ%DZFE?W%%&EE@PZE@
- )\FHA—RBZH
MREB BN T mMNE
JERRE B EAERET - B0
NFEE% - AR TE
ek /BB 97 18 2 T

7 °
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Notes to the Condensed Consolidated Financial Statements

AR B SRR M

For the six months ended 30 September 2018
HE-Z—)\FhLA=1THIEXEHR

PRINCIPAL ACCOUNTING POLICIES
(Continued)

New and amended Hong Kong Financial

Reporting Standards (“HKFRSs”) adopted

by the Group (Continued)

Impacts and changes in accounting policies

of application on HKFRS 9 “Financial

Instruments” (Continued)

Classification and measurement (Continued)

o All other financial assets and financial liabilities
will continue to be measured on the same

bases as are currently measured under HKAS
39.

Impairment

The new impairment model in HKFRS 9 replaces the
“incurred loss” model in HKAS 39 with an “expected
credit loss” model. Under the expected credit loss
model, it will no longer be necessary for a loss event
to occur before an impairment loss is recognised.
Instead, an entity is required to recognise and
measure either a 12-month expected credit loss or a
lifetime expected credit loss, depending on the asset
and the facts and circumstances.

From 1 April 2018, the Group applies the new ECL
model to financial assets measured at amortised
cost. The Group applies the simplified approach
permitted by HKFRS 9 for trade receivables which
requires expected lifetime losses to be recognised
from initial recognition of the receivables. The
amount of ECL is updated at each reporting date to
reflect changes in credit risk since initial recognition.

2018/19F R HisR 5

2.

FESHBER®)

A BB A 2 3T RARIERT
BERPBREEN(TEEY

BREER D (@)
REEBNBEHEERE
HITHMIRIzZERE
BREE) ()

DERE(E)

. FEEMSMEERSW
B BB E R RS
B E A F305H B
2 AREELE -

BB

B8 W 5 2 R 5 95 MY R
BEEAA RHREEBERIRA
BAEBGTEFERM [E
ELEEBERIERX - REBHREER
BEERX - AT EREERER
MEEBEMEEBREEMS - 48
R-BRARTEE FERE
M ERAEE T —EANTER
EEERAEERRNEREER
BB -

B2 /\FHA—BE K&
BB B S REE
ERFRBEEERES - A%
BB Z YRR ERE BT
HEEUFIRAFTF2BHE -
i 55 E B B IREREUER K
FERNFER AL B TRHIER - TREE
EEBRSENSHRE B HER -
MARER B BRIER AR Z EE R

BED -
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Notes to the Condensed Consolidated Financial Statements

RS E MR RmRME

For the six months ended 30 September 2018

&

2.

EE-N\FAA=TRHIEARMEA

PRINCIPAL ACCOUNTING POLICIES
(Continued)

New and amended Hong Kong Financial
Reporting Standards (“HKFRSs”) adopted
by the Group (Continued)

HKFRS 15 “Revenue from contracts with
customers”

HKFRS 15 establishes a new five-step model to
account for revenue arising from contracts with
customers. Under HKFRS 15, revenue is recognised
at an amount that reflects the consideration to which
an entity expects to be entitled in exchange for
transferring goods or services to a customer. The
principles in HKFRS 15 provide a more structured
approach for measuring and recognising revenue.
The standard also introduces extensive qualitative
and quantitative disclosure requirements, including
disaggregation of total revenue, information about
performance obligations, changes in contract asset
and liability account balances between periods and
key judgements and estimates.

The initial application of HKFRS 15 had not have
a significant impact on the Group’s results of
operations and financial position.

2.

FESHBER®)

RE B R 2 7T RABIERT
BRBBREER ([ EEEH
HEEER ) (2)

BB BHEERE 155
[FKEEFE#HZ e
BB BEHEERE15REL
TREPRAMELNKRETE
SHEREMMALRA - REFE
MR EERE165% - FER
Bk RR B BE IR R [7) P B R
RpZERMBIRGERESH
RE - - BEUBREELERES
SFRAREE MR ESIRM T
BHRGENTE - ZIFHEES|IA
TEZNEEREERERN -
BREBKREDR  BEEBE
A AREEZBLHFENEE
BR P ERER DA K2 B 58 B N b T

MEEBEBUBRELANE
155 REARBH R E RS
R BRRNEEERZE
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Notes to the Condensed Consolidated Financial Statements

AR B SRR M

For the six months ended 30 September 2018
HE-Z—)\FhLA=1THIEXEHR

PRINCIPAL ACCOUNTING POLICIES
(Continued)

New and amended Hong Kong Financial
Reporting Standards (“HKFRSs”) adopted
by the Group (Continued)

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 three reportable and operating
segments as follows:

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

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

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

2018/19F R HisR 5

2.

FESHBER®)

RE B R 2 7T RABIERT
BRBBREER ([ EEEH
HEEER ) (2)
RAFHBBEA - AEEERE
RETHEESMASEML
WA E AR SRl AR R 2 BB R
BREEN([EHEBMBREE
Al )2 E3T -

WA HEIE A - AR A&
BRI BB B REENLEZF
BRRE M BERREBRNERE
/3% 5 iR kR & B RS R R AT
B BRBEERLEERNERT
o

Wz 2 2R E

AEBAAT=ALRREES

2

() REBETEDRBRE
RES(EERBRESR
#5))

(b) REBRBBRINETE
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Notes to the Condensed Consolidated Financial Statements

RS M HRRME
For the six months ended 30 September 2018
BHE—_Z—N\FNA=+HIEA

3. REVENUE AND SEGMENT 3. KWaEkaIHER @
INFORMATION (Continued)
The Group’s reportable and operating segments are KREBSHBLE DI ZIZETR
strategic business units that offer different products FERRRBRGHEEMELKE
and services. They are managed separately because AL o AR EBENRIITETSE
each business requires different technology and HBEAR  ZEHIZERE
marketing strategies. 78 o
The following is an analysis of the Group’s revenue TEABRSFRLEDILDIEN
and results by reportable and operating segments: AEBUNZE R EE DN
Trading of beauty
equipment and products  Securities investment  Research and development Total
XERBRERER 2R
2018 2017 2018 2017 2018 2018
8N ZE3HF ZB-0F “3-N\F I-tF  CR-NF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Tin T Tén i TR T T
(unaudited)  (unaudited) (unaudited) naud\tedj (unaudited) | (unaudited)  (unaudited)
(REFH) (*E8H) %) (REER) %) (REEE)
Six months ended
30 September
HEAA=TALAEA
Revenue from external customers 10,053 9,729 - - - - 10,513 9,729
RENAEF 2 hE
Segment (loss) profit after tax 592 541 (25,762) 7,614 (549) (235) (25,719) 7,021

R B (B8 &R
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Notes to the Condensed

3. REVENUE AND SEGMENT
INFORMATION (Continued)

Reconciliation of reportable

Consolidated Financial Statements

AR S M BRI

For the six months ended 30 September 2018
HE-Z—)\FhLA=1THIEXEHR

3. WBERSBER &)

Six months ended
30 September
BERLA=+RHLAMEA
2018 2017
e S
HK$’000
FHT
(unaudited)

(Rig=R)

—E-N\F
HK$’000
FARE
(unaudited)
(REBER)

Briiig 2 8, B0 Al

segment profit (loss) after (&1 ) 48R -

tax:
Total segment profit/(loss) AECEF, (E18) 45 (25,719) 7,021
Corporate and other Lt%&ﬁﬁﬁﬁ-ﬁﬁi

expenses (74,790) (68,196)
Share of results of associates H LB A R4S 8,705 5,339
Unallocated other income, AOBEEMKA - Wk K

gains and losses, net EEFEE (81,502) (102,114)
Consolidated loss for NGRS BRE

the period (173,306) (147,950)

2018/19 R HRE EMBEREYNEERLF
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Notes to the Condensed Consolidated Financial Statements

I BAAR S B IS SRR MY =
For the six months ended 30 September 2018
HE-_Z—)\FNLA=1THIEXEHA

4. OTHER GAINS AND LOSSES, NET 4. HiWmRERFHE

Six months ended
30 September
BERLA=+RHLAMEA
2018 2017

—E-N\F T —+F
HK$’000 HK$’000
FARE FAT
(unaudited) (unaudited)
(REER) (REeEZ)

Change in fair value of AREEHRE

investments in convertible Z AT EZE(MFE1)

bonds (Note 11) (52,680) (65,349)
Impairment loss on interest in A —EE & A Bz 2

an associate (Note 10) SREEIE (MiRE10) (35,241) (38,279)
Gain/(loss) on sale of HEAREESHEEZ

available-for-sale Wz, (&518)

financial assets - 709
Loss on disposal of property, HEWE - BEL&XE

plant and equipment g - (2,980)
Change in fair value of AEEESREEN

available-for-sale NEEEE

financial assets (25,762) 6,905

(113,683) (98,994)
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Notes to the Condensed Consolidated Financial Statements

GRS MR R
For the six months ended 30 September 2018
HE-Z—)\FhLA=1THIEXEHR

5. FINANCE COSTS 5. B%EHR
Six months ended

30 September
BERLA=+RHLAMEA

2018 2017

—E-N\F T —+F
HK$’000 HK$’000
FARE FAT
(unaudited) (unaudited)
(REER) (REeEZ)

Effective interest expense on ARG EHFEER | B F X

convertible bonds (Note 15)  (FffzF15) 61,078 52,741
Imputed interest expense on K B — & /& A A

loan from a non-controlling  JEIERRERE R

interest of a subsidiary (HER SRS 1,131 866
Others HAftb 9 -
62,218 53,607
6. LOSS FOR THE PERIOD 6. HIRNEIE
Loss for the period has been arrived at after charging HAABEDNR T SEKE
the following: B :

Six months ended
30 September
BERLA=+RHLNEA

2018

—E-N\F

HK$’000

FET
(unaudited) (unaudited)
(REBER) (REEZ)

Depreciation of property, Yz - BEREEITE

plant and equipment 42 576
Operating lease charges of  +ih RiEF >

land and buildings RSB H 1,170 1,170
Cost of inventories ERABRAZ 2 FERA

recognised as an expense 9,147 8,806
Staff costs including directors’ EFEZEZEER 2

emoluments B TR 3,273 3,326

2018/19F F HiheE EMBEREVREERAT 39



Notes to the Condensed Consolidated Financial Statements

I BAAR S B IS SRR MY =
For the six months ended 30 September 2018
HE-_Z—)\FNLA=1THIEXEHA

7. DIVIDENDS

No dividends were paid, declared or proposed
during the interim period. The directors have
determined that no dividend will be paid in respect of
the interim period (2017: Nil).

8. LOSS PER SHARE
The calculation of the basic loss per share
attributable to the owners of the Company is based
on the following data:

Loss BB
Loss for the purposes of R ESREARAREE

basic and diluted loss per Rz EB(RATR
share (loss for the period #E ARG AEE)
attributable to owners of

the Company)

RE

A7 SE R IR~ EIREL
BURERRS - EFRE - B
R A o B R S R AR R
(ZT k% |)-

BREE
RD R AR SR EA A
BATBIEEE -

Six months ended
30 September
BERA=1+RHL<EA

2018 2017

—E2-N\E —E—+F
HK$’000 HK$’000
FET FAT
(unaudited) (unaudited)
(REER) (CREEEZ)

(171,278) (146,670)

Number of shares igng 2 4=

Weighted average number M ESREAREE
of ordinary shares for B8 2 L imAk
the purpose of basic and g5 8

diluted loss per share

Six months ended
30 September
BEAA=1THLAEA
2018 2017
—E-N\F —T—+F

Number of Number of
CHETE shares
BB EE RDEE
’000 ‘000

TR T

1,464,193 1,464,193

40 INNOVATIVE PHARMACEUTICAL BIOTECH LIMITED 2018/19 Interim Report



Notes to the Condensed Consolidated Financial Statements

AR S M BRI

For the six months ended 30 September 2018

LOSS PER SHARE (Continued)

The computation of diluted loss per share for the
six months ended 30 September 2018 and 2017
does not assume the conversion of the Company’s
outstanding convertible bonds since their assumed
conversion would decrease the loss per share for
both periods.

MOVEMENTS IN PROPERTY, PLANT
AND EQUIPMENT

No property, plant and equipment was acquired
and disposed by the Group. During the six months
ended 30 September 2017 period, the Group’s
leasehold land and buildings with net book value of
approximately HK$30,963,000 were disposed.

10. INTERESTS IN ASSOCIATES

HE

8.

10.

“E-N\FARA=THIEREA

BRERE)
HAEHE T \FR T+
FNA=+BEANER 2 SIS
SEEEE  TEBRARRZE
SR AR E SRR - T
PR AN 3% 25 7] J40 AR 185 35 w04
5 MER ERRT 2 SRR A A o

M BERREZE

REBIEBARLEWE - B
ER#E N-_Z—+FhA
=t+RLEABAMA - AEEE
HERE L REF  HEREF
{E#49/30,963,000/& 7T °

REE QR HER

At At
30 September 31 March
2018 2018
R=-Z—N\F =
hB=+8H
HK$’000
FET
(unaudited) (audited)
(REER) (&%)
Cost of investments in B N TR E A
associates
Listed in Hong Kong RBEBLET 476,841 476,841
Unlisted A ETM - _
Share of post-acquisition JE A5 U i 12 8 1) K.
profits and other Hih 2 HE K=
comprehensive income 117,529 108,824
Impairment loss on interests  FABE4 A GRS 2
in associates (Note a) REEE (fisEa) (439,747) (404,506)
Adjustment against HIEERER 2 AR
non-controlling interests (P ED)
(Note b) (99,722) (99,722)
54,901 81,437
Fair value of listed ETREZAFE
investments (Note c) (ffzEe) 54,901 81,437
2018/19FF HifRss EMBEREVYNEERAA
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Notes to the Condensed Consolidated Financial Statements

RS E MR RmRME

For the six months ended 30 September 2018

HE-T

—N\FARA=+HIEREA

10. INTERESTS IN ASSOCIATES (Continued)

Notes:

(@)

As at 30 September 2018, the Group recognised
impairment loss of approximately HK$35,241,000
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 2018 and 31 March
2018 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. AEE N TWESRS(2)

BfRE

(@)

INNOVATIVE PHARMACEUTICAL BIOTECH LIMITED 2018/19 Interim Report

RZTE—NFAA=1+H &
EERN B NERR BB
35,241,000/ 7T + HEIRIRIEE
MEEE 2 BERD A FEER
REE N B 2w (BIERE
BRANEE D) ERR
S HIR R IR IR 1T
BAIZRAEMAERZEZR ©

BE-_T—hF=A=1+—
BIEEE  AEERBED
2 & Mt B 2 7 Extrawell (BVI)
Limited ([ Extrawell (BVI)])¥
BB AI51% AR © 3 4K
BARRRZIEZENBAR
mEERELEEEERN "2 —N
Ft A=+ N\BBREAFTAK
£E - HRBEAFEEERT
49%ESFEAE - BRAEBE K
BEAR I ABBREREREE
ZEAEEERSED AR
B EAQSEN k- INGI[EoE: £
REFHE - BRARAEMN
FEERE (B AR BN IEEZ
BAEESER 2 EEEER
)RR - AR AARESE
AR -

EHEREZATFERBEEE
e misE ARETE
It BIEEENE A EEERE
2 EE  IR=F—N\FN
A=+tBR=-Z—N\F=A
=t+—BAKERERIERR
ERAEZ RS REEYRE
FERNE IR R AR
B g (R EXXHizED) -
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Notes to the Condensed Consolidated Financial Statements

AR S M BRI

For the six months ended 30 September 2018

10. INTERESTS IN ASSOCIATES (Continued)

As at 30 September 2018, the Group had interests in
the following associates:

Place of Principal Proportion of nominal value
incorporation/ place of  Class of of issued capital held
Name of entity registration  operation  shares held by the Group
BT Ly L
ERZE ek TEERMY FRRORD BRfRARELA
30.9.2018
“&-N\%
R
Extrawel Bermuda  PRC Orclnary 19.14%
i BRE Gk shares
Longmark (Shangha) ~ PRC PRC Registered 49.78%
Healthcare Limited &l fE capial
Bl (LB)RREE EMER
\7]
11. 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-I") from Dr. Mao Yumin (“Dr. Mao”), the
ultimate controlling shareholder of the Company
at an aggregate consideration of HK$320,000,000
(“Consideration I”); and (ii) convertible bonds issued
by Extrawell in an aggregate principal amount up
to HK$256,200,000 (“Sale CB-11") from Dr. Mao
at an aggregate consideration up to a maximum
amount of HK$256,000,000 (“Consideration I1”).
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.

2018/19F R BisR 5

19.14%

49.78%

BE-_Z-\FAA=THILXEA

10. REE DRIMRER &)

11.

N—E-N\FAA=TH " F&
B A T Hs 8 N R A A AR

Proportion of voting power

held by the Group
Py 3 L
RABLA
3092018 313
“5-0%
ABA=1A

Principal activity

19.14% Development, manufacture
and sale of pharmaceutical
products

A% BEREEREER

33.33% 33.33%  Provision of heatth care
management services

IR TR

RRESRE

R-ZTE—=FWNA=-++tH" K
AR BIEGEE B B « BAG)
BARRIRKRIERBEENREE
T ([EBL]) REHEMET
N4 #8%8 320,650,000 7T B
AR ES ([ SRR ES
—]) » #R {8 A320,000,000/%
T(RE—]) : Rii)BEELI
BREEMZETASBERS A
256,200,000 7T #) 7] 32 % (& 5
(IFEmRBESE=])  #K
B m £256,000,0007% 7T ([ X
BE=]) RE-—CHARARR
B35 4 K {E120,000,000% 7T K
24177\ 4 %8 4200,000,00058 7T
ZABRESF SN c REZE/H
AARBBAD U EITAEES
256,000,000 7T 2 Al 2 AR E 5
A o

EMBHERENNRERLF

43



44

Notes to the Condensed Consolidated Financial Statements

RS E MR RmRME

For the six months ended 30 September 2018

&

11.

EE-N\FAA=TRHIEARMEA

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 2018 and 30 September
2018 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:

1. AIRRESFEE @)

HFEABRRES - RFEAHR
BES = (G [ FERRE
H1)AZTEABmEKRES - 28
AATAENET R =-TRAFE
B LAABTAHE - FE T BRRE
HFETEFFBAERN - 88T
HHEARR E S AR R ES T
BRTECELEBR - BERIE AT
BREFHIRBEERD - Bk
EBEAERMD0.6413B T « I
BZREEEIEKR G

WEE—H  F_H#t  F=
HREBEMMSHERNEEAE
64,130,000 7 7T 2 15 & Al #2 f%
BHF=  ERRR=ZF—0F
WMA-+WMAE - —ZET—HWm{&EN
A=+H -ZZ—WmO&+=A
=t+—BR-_Z—RFMA=+
HEK - REBWRBEBE_-T
—\FZA=+-BR=F—N
FRALA=1H RAREBEZ
AFEFRAZBAERTE -
Wat RER AR ES 2 EEY
2o GAZBERXNZ 28T -
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Notes to the Condensed Consolidated Financial Statements

GRS MR R
For the six months ended 30 September 2018
HE-Z—)\FhLA=1THIEXEHR

11. INVESTMENTS IN CONVERTIBLE 11. AIBRRESFKRE @)
BONDS (Continued)

24 April 30 August 31 December 30 April 31 March 30 September
2014 2014 2014 2018 2018
2-pF 2-RF 2-QF Z2-)\f
MAZ+mA MNB=tB  t=R=t-H hA=tH
Stock price HKS0.4 HK$0.335 HK$0.325 HK$0.55 HK$0.179 HK$0.12
kB BT BT BT BT BT BT
Exercise price HK$0.6413 HKS0.6413 HK$0.6413 HK$0.6413 HK$0.6413 HK$0.6413
Tk BT BT BT BT BT AT
Discount rate 18.21% 18.44% 19.04% 18.76% 17.77% 18.49%
BR%
Risk-free rate (Note a) 2.70% 2.28% 2.24% 1.81% 1.95% 2.42%
aEkRHE(Hia)
Expected volatility (Note b) 63.71% 62.61% 61.73% 58.62% 57% 56.32%
TR dR (B )
Expected dividend yield (Note c) 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
B KR (i)
Notes: B
()  The rate was determined with reference to the yields (@ HFEZ2ERGEEBHES
of Hong Kong government bonds and treasury bills as BFESREFNESRE
at the date of valuation. E ©
(b)  Based on the historical price volatility of Extrawell over (b) ERNEHFHREBENBERE
the bond period. I IE o
(¢)  Estimated regarding the historical dividend payout of () HBEEMNBEERBIRMER -
Extrawell.
The Group recognised subsequent decrease in AEEHEERITBRRESKE
fair value changes on investments in convertible ZAFEEHN =T —N\FNA
bonds of HK$52,680,000 as at 30 September =+ B 452,680,000/ 7T (i
2018. (Six months ended 30 September 2017: EZE—+HFNA=THIAE
HK$65,349,000) A : 65,349,000/ 7T) °

2018/19F F HiheE EMBEREVREERAT
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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
(—REEE O RRSZMEREIR ) 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. The THU Collaboration
Arrangement has been expired in October 2018.
On 12 November 2018, the Group has entered into
a supplemental agreement with THU to renew the
term of the collaboration for another five years to
October 2023. Pursuant to the THU Collaboration
Arrangement, 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
25.21% 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.

12.

Notes to the Condensed Consolidated Financial Statements

RS E MR RmRME

For the six months ended 30 September 2018
HE-_Z—)\FNLA=1THIEXEHA

12. INTANGIBLE ASSETS

BmEEE

B EAERSRORRSRER
(IZEM]) EEETHFEE
B(I#HEZERIE]) - —THABZ
Emz [ —BEEORES=MH
MHRBIN A2 EFUETLE
MIRERAR([ELE]) R
RBERB([BEKRE]) KM
H[EEL - WHPBEBERAN#HE
EREEBRRRENREEZERD
AR —_ZTEEOMFENAEA K=
TEERF=A-+N\BHEL  F
BN —FMA=+H
FZZT_—FWOA+=HEIH -
BHAREEZWEBAR  WHRAR
AREZE—mFELA=1+/\H
TEREERKABRRRZHBA
Al o AN - BHERBERER
—NNNFETZIEE @R EZ
Emzmz(BEKREEER
#E)  BEARBEERBEER
ZE-NFTAFH - RZZ
—N\E+—A+=-H AEEE
EEERNBI MR HE - AK
EEFHIRIEBERFE=ZT
Z=F1+A - BBZBEKREE
e BEEERREZER
ZEBEMEBRAEENREEZ
Ef - MBEABERRZER
AmtTERBEEBR/E1.5%.2
FHER - Bt - BEEBEKR
SL BT RERTFHRRNES
AmtZERZIEHE - fEB
Rz rAkEl e EIRAFEFE
EETE o AT EEAERER
BERETEZERZRR RS
METER - BEREIAEZ %
HAFE FEA 2 T8 HA R 2R A 75 ) 2 R
Z10F 8 - WHAH25.21% 2 8
B[E - EEEEE  ZFARE
SRETER 2 BR 2 EMEER]
R LTS BRI AR IR
EEBEATRESEE o HiAF
BFtEEz T ERZEGHES
MA(BEHEBRERENX)
B WEREHERERE
HMISERERCBHED -
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Notes to the Condensed Consolidated Financial Statements

AR S M BRI

For the six months ended 30 September 2018
HE-Z—)\FhLA=1THIEXEHR

12. INTANGIBLE ASSETS (Continued) 12. BRLEE @)
Based on the recoverable amount estimation, the BB W E R EET - NAFE
directors of the Company are in the opinion that R BRI AEERR
no impairment on the In-process R&D should be (ERE
recognised.

13. TRADE RECEIVABLES 13. BEEWES
The credit terms granted by the Group to its AEEEFEE Y AEH—185
customers generally range from 30 to 90 days. 30Z90F o
The following is an analysis of trade receivables by BIEREHH(EEGERIAR
age, presented based on the invoice dates, which LHR VR BHEE) 252
approximated the respective revenue recognition B 5 RYER IR AT 0T

dates at the end of the reporting period:

At At

30 September 31 March

2018 2018

R=2—-N\E i E— N\

hB=+H =+—H

HK$’000 HK$’000

FET FHIT

(unaudited) (audited)

(REEFEZR) (&&EZ)

30 days or less 30H AT 2,956 1,085
31 to 60 days 31260H 2,831 817
61 to 90 days 61£E90H 2,546 1,130
Over 90 days 90H A E 4,798 9,683
13,131 12,715

2018/19 R HiRE EMBEREYNHARLF 47
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Notes to the Condensed Consolidated Financial Statements

RS M HRRME
For the six months ended 30 September 2018
HE-_Z—)\FNLA=1THIEXEHA

14. TRADE PAYABLES

The following is an analysis of trade payables by age,
presented based on the invoice date:

14. EF5RNERX

B RNRRIREZAL7 2
FREQ O ATIAT :

At At
30 September 31 March
2018 2018
R=-TB—N\F AZT—)N\F
hA=+H8 =A=+—H
HK$’000 HK$’000

FET

(unaudited)

(REBEK)
30 days or less 0B AT 2,607 1,001
31 to 60 days 31260H 2,433 719
Over 180 days 180H A E 7,518 8,691
12,558 10,411

15. CONVERTIBLE BONDS 15. AR ESH
As disclosed in Note 11, the Company issued BAK FEIIFEE - ARAE

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 I, at the conversion price per
share of HK$0.4, subject to anti-dilution clauses.

RZT—=F+A=-+RAK=
Z—=F+_-_A -+t B%1T
R #7585 5l /£436,800,0007%
7T} 51,200,000 7% JT &9 7] #2 A%
BEH(GE [ABmBRES—]) -
NEBREETRERES K
450,000,000f% 5B L @A - 7]
BREF—2Z2EASEXRAT R
ZITAER T RAFEREE -

BB ES BT ESSE AR
A RBIT AR ES — B HR
TFEABER S AR R E S — B
RARABRD  BRESEBERK
7048 T - AXREFEARR
) ©
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Notes to the Condensed Consolidated Financial Statements

GRS MR R
For the six months ended 30 September 2018
HE-Z—)\FhLA=1THIEXEHR

15. CONVERTIBLE BONDS (Continued) 15. ARES (@

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 HKS$.
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 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.

AT AR B — R R - Al
RETTE B HRAFE RiRE
BETABE -

AR ES — BT EIT - AR
AR=ZE—=%+A=+HH
E—ZF—=F+A=++tH%
TABRES—Z2ABEHBS A
F{E 5 Bl A 42,886,000 7T &
4,981,000 7T * JhiBiBARIR IR
SREE - FIABELBET ARG
FHBITHISHEETE - Wit &
ARABZEERR - A2RARK
—T—=Ft+A-+tHBAK=-ZT
—=Ft+AZ-+EHETZAER
RiESH—DERERDD 2R
#RFED B A671,267,000/48
7T }. 82,161,000 7T * J5#R A
ZIHABRAAE -

RZZE—RFNA+RA &g
42 %8 7% 40,000,000 7% T 2 A #2
BEF—EBBRARARER
R-BE—_T—EFAA=1H
LEEART - SR AT E 5 —
BAARR LR -
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Notes to the Condensed Consolidated Financial Statements

RS M HRRME
For the six months ended 30 September 2018
HE-_Z—)\FNLA=1THIEXEHA

15. CONVERTIBLE BONDS (Continued) 15. ARES (@

50

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

As at 1 April 2017 (audited) WZZ—+FmMA—H

RRBRHSEA - fTREES A
BRI EBEINMT

Principal
amount
AEHE
HK$’000
T

Carrying
amount

ARE{E
HK$’'000
FHET

(&%) 351,600 76,057

Interest charge (Note 5) F 25 (FizE5) - 9,384
30 September 2017 —E—tFNA=+H

(unaudited) (REEZ) 351,600 85,441
As at 1 April 2018 (audited) WZ—Z—\&EMH—H

(&%) 351,600 95,922

Interest charge (Note 5) B (KHisEs5) = 11,835
30 September 2018 —Z-N\FrA=+H

(unaudited) (RE&EEZ) 351,600 107,757

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-II first, second, third and fourth batches
respectively. The Convertible Bonds Il with zero
coupon rate will mature on the tenth anniversary of
the date of issue.

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

BAKFEAIFTEE  ARAE
RZZE—WMFNMA=—+mAE - =
Z—mENA=+H —B—Y
F+-A=+—RHAK=ZE—hF
MA=TBEITASBES R A
64,000,000 7% 7T * 64,000,000
# JT ° 64,000,000 B T &
64,000,000 7 7T & A] #2 iR (& %
([ |mRES=]) - ko
RIUREEE—4t - =8t - E=#t
R EMBLFE TR ES = o 7]
BMREFZZEEEERAT K
BITAEB T RAFEREE -

AR ES BT ESSE AR
A REITRRRES — A HR
TFEABER S AR R ES — B
RARABRD - BHRESESERK
7048 7T - AR REEIHFRFRR
i o
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Notes to the Condensed Consolidated Financial Statements

AR S M BRI

For the six months ended 30 September 2018
HE-Z—)\FhLA=1THIEXEHR

15. CONVERTIBLE BONDS (Continued) 15. ARES (@

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

i AT B — R iR - Al
RETTE B HRAFE RiRE
BETABE -

AR ES Z AB T EIT o K
ARRZZE—MFMNA =+
A —Z—mFENA=+A8
—E—WFE+-A=+—HK
—E-—hAFMA=THETZ
AHRES_—_BERS 2L
F & » 5l A6,622,000 % T
6,916,000 7% 7T * 7,577,000 7
JC 57,790,000 7T + JhiE i@ AL
R REE - FIRECUIETR
REFHRITTISFEEE - I
FRARBIZIEERE o NAF]
RZZT—WMFMNA—+WmAE - =
Z—NMENA=+H  —ZF—@
F+_A=+—BR=-_ZT—HF
MA=+HBETZAABRRKRES
THERERIT D ZBRBRER
&5 Bl &131,454,0007% 7T
118,983,000 Jt * 112,597,000
77T % 109,371,000 7T+ TR
BZEAEXHE - AZER
Z2HNT ¢

Principal amount of HK$64,000,000
7 44864,000,000/% 7T
24 April 30 August 31 December 30 April

2014 2014 2014 2015
“E-mE —E-mE ZR-mF
NR=tR t=A=t-H

Stock price RE HK$1.4287  HKS$119%87T  HK$1.1687T  HK$1.16BTT
Exercise price IfE(E HK$0.40%7  HK$0.40%7T  HKS0.40ET  HK$0.40%7T
Discount rate % 25.46% 24.92% 23.78% 23.44%
Risk-free rate (Note a) EERFIE(FiEa) 2.20% 1.84% 1.85% 1.48%
Expected volatiity (Note b) BB iE (Hizb) 84.57% 82.53% 80.79% 79.49%
Expected dividend yield (Note ¢) 78Rk 8 iz (Mizc) 0.00% 0.00% 0.00% 0.00%
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Notes to the Condensed Consolidated Financial Statements

RS M HRRME
For the six months ended 30 September 2018
HE-_Z—)\FNLA=1THIEXEHA

15. CONVERTIBLE BONDS (Continued) 15. AR ESR (@)

Notes: FHEE -

(@)  The rate was determined with reference to the yields (a) ZAEDH2ENEEBRES
of Hong Kong government bonds and treasury bills as BFESRESFNERRE
at the date of valuation. E ©

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

()  Estimated regarding the historical dividend payout of (©  BARAE KB ERSIKME
the Company. at e

None of Convertible Bonds Il was converted into FARRER A HREARS - B dE n] R pR (&

ordinary shares of the Company during both interim F IR AR NE @R o

periods.

The movement of the liability component of MNREREARE - AfRkEA - A8

Convertible Bond Il for both periods is set out below: BEE o 2 BB -

Principal Carrying
amount amount
REHE RREE

HK$’000 HK$’000
THBT THET

As at 1 April 2017 (audited) R=-ZT—t4MA—H

(&= %) 256,000 49,084

Interest charge (Note 5) F 2B (KisE5) = 5,871
30 September 2017 —T—+tFhA=+AH

(unaudited) (RE&EZ) 256,000 54,955

As at 1 April 2018 (audited) RZ=ZT—\FHEA—H

(18 &E%) 256,000 61,064

Interest charge (Note 5) F 2B (FisE5) - 5,982
30 September 2018 —E-N\FEhA=1+H

(unaudited) (RIGER) 256,000 68,129
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AR B SRR M

For the six months ended 30 September 2018
HE-Z—)\FhLA=1THIEXEHR

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

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

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

2018/19F R HisR 5

15.

AR E S ()
AARBPER-_ZET—MNWE+A
—t+tNRBEATASBLEA
715,000,000 7% 7t /) A 42 f% (&
H(HBIamikEsE=]) - K
g #E £ H R A AI51%KHE ©
AMBRELF=2EAFEXA
3.5% @ RE/TH MR tBE
EHZIH -

A ES =T EFHE AR
A RBEITAHRRRES = A #R
T EABER S AT A = iR
RARABRD - BRESEEK
n2.5/87T © AZREFEFERR
i ©

fis AT AR 25 = R g - Al
METREEFCBFE RZE
BEFAED -

AR EH =B TET - AA
AR=ZE—HWFELA -+ /\B%
TRABERESF=ZAREIHD Z
AF1{E /283,547,000 7T * Ty
FRANRBemEE - FAEU
I AT 2 AR 18 5 /9 3R 17 T 35 FI| R
BE Wit RAQRRZEER
B ARRR_ZE—ME+LA
ZHN\BBETZABRBRES =S
HAESTDZBRBREATES
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Notes to the Condensed Consolidated Financial Statements

RS M HRRME
For the six months ended 30 September 2018
HE-_Z—)\FNLA=1THIEXEHA

15. CONVERTIBLE BONDS (Continued)

15. K ES &)

Il issued by the Company at 28 July 2014 and is
calculated using Binomial Model. The inputs into the
model were as follows:

Stock price A& (E
Exercise price 1TEE
Discount rate B53H =

Risk-free rate (Note a) ER AR (M 5Ea)
Expected volatility (Note b) TaHAR 1@ (Bl sEb)
Expected dividend yield (Note ¢) & HAN& & Uras % ([ sEc)

Notes:

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

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

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

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

136,646,000/ T * Ty =18
ARG E - MAZER 228
A

28 July 2014
principal amount of

HK$715,000,000
—E-mELA=+N\H
7 %715,000,0005 7T

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

Bt -
o)  BREDSENEEANES

BREZREFNEDRE
F o

(o) EREFHRARREBER
ERIE °

o REAARMBERSIEN
SHEH -

ARIER R EIEAR - M R ARE
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GRS MR R
For the six months ended 30 September 2018
HE-Z—)\FhLA=1THIEXEHR

15. CONVERTIBLE BONDS (Continued)

The movement of the liability component of

15. K ES &)

Convertible Bond Ill for both periods is set out &b

below:

As at 1 April 2017 (audited)

KRR - AR ES = A
52 EBFIRMT

Principal Carrying

amount amount
rE&HE BREE

HK$’000 HK$’000
T FHT

R-ZF—tFM@A—H

(Re#E%) 715,000 345,530

Interest paid BRFE - (25,025)

Interest charge (Note 5) B (FIES) = 37,486
30 September 2017 —E—+tFHNA=1+8

(unaudited) (REEZ) 715,000 357,991
As at 1 April 2018 (audited) WZ—Z—\&EMH—H

(&%) 715,000 397,529

Interest paid BRFE - (25,025)

Interest charge (Note 5) ME R (KizEs) = 43,261
30 September 2018 —E-N\FNA=+H

(unaudited) (REEZ) 715,000 415,765

2018/19F R BisR 5
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RS M HRRME
For the six months ended 30 September 2018
HE-_Z—)\FNLA=1THIEXEHA

16. SHARE CAPITAL 16. BR&

Number of
shares
BEB
000

TFhx

Ordinary shares of HK$0.01  &RRE{E0.01/ETH

Share
capital

each TR
Authorised: VERE ¢
As at 1 April 2017, RZZE—tFMA—H
30 September 2017, —E—+tFAA=+H"
1 April 2018 and T \FHEA-HBXK
30 September 2018 T )\FhLA=1+H 50,000,000 500,000
Issued and fully paid: BEITRHRE :
As at 1 April 2017 (audited) WZZ—+FmWA—H
(=) 1,404,193 14,042
As at 30 September 2017 RZE—+tFNA=+H
(unaudited) (REEER) 1,404,193 14,042
As at 1 April 2018 (audited) WZZ—N\FMWA—H
(&%) 1,464,193 14,642
As at 30 September 2018 RZZE-—N\ENLA=1+H
(unaudited) (REEZ) 1,464,193 14,642
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Notes to the Condensed Consolidated Financial Statements

AR B SRR M

For the six months ended 30 September 2018

17. 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).

BE_Z—N\FAA=+RBIIAEAR
7. SRMIECZALENE

BEREHEERAFET
BEAREESRMEEZAYF
(=
AEBEHOEMEENSRED
RERFERE - TRAFER
FHPMAEEZSTREENRS
BMEEZRAFECLEZRMAGE
ERERBARE) @ URAR
FEMEBARBZIBREE
REBHUATEFEFTAEH
ZRFERBEN(E-—EF=
) o

o F—HATEERIEM
REESEBNERTS
FismE®R(REHAE) G
i

e FB_RRATEFEERSE
—WETAZREI - 1RIE
BEEXBBEAER(AE
%) sk (BB BT
E)BEREBAEHGH
K

e E=RAVEAEBERE
FEALFFRIFRBE TS
AR (BEERBAERHR)
ZEERBBEBABRZ
BEESH
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Notes to the Condensed Consolidated Financial Statements

RS M HRRME
For the six months ended 30 September 2018
HE-_Z—)\FNLA=1THIEXEHA

17. 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
Financial assets 30 September 2018

R-B-N\F

TRMIAZAFEFE
(%)
RIBKEMEEERNTE
EAEEERMEEZAT
18H(#)

Fair value
hierarchy
AT

TREE RA=tHRZAYE

Financial assets held-for-trading HK$10,485,000

RERA

Level 2

(31 March 2018: HK$36,241,000)

RHIUCHEE 10,485,000/ 70

EZR

(ZB-N\F=A=+—8”:

36,241,000/ 7T)

Sale CB-I and Sale CB-lIl classified as HK$117,704,000

Level 3

financial asset at fair value through profit (31 March 2018: HK$166,447,000)

or loss in the condensed consolidated
statement of financial position.
RERERE MBI R A S B AR ATEST A 117,704,0008 T

=&

i

Bity SMAEL SETRRES —REE (ST \F=A=t-A

RRES= - 166,447,000/ 7T )

There is no transfer between different levels of
the fair value hierarchy for the periods ended 30
September 2018 and 2017.

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.

RBE-Z-N\FE-_T—tF
NA=THIEEE - TRAFE
RFE N2 MR ETTER -

ARREERR  NEARSH
TR MIABE AR AN BR 2 S @l
AErMEBBACREEREA
FERE °
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AR B SRR M

For the six months ended 30 September 2018

17. FAIR VALUE MEASUREMENT OF

FINANCIAL INSTRUMENTS (Continued)
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.

BE_Z—N\FAA=+RBIIAEAR
7. SR I B2 AFEFE

(&)

AFEFABRMEERRF

ARRERERARRKETRE
RARGEEEZ AFEREZ
EEMETERBARBUER -

EhFEESABZAFER
REEFF A ATBRRTHH
g EXWEE—RBABURZE
AT AEEZRE=T8ERK
HEMETHE ARFEAE
RINBAEMBR R A - BILE
Rz hERERERE AR
BEB¥FREAEERANAARE
EEER  URESBRTAQYT
BEREZIREA °

EHETSBTAATERAS
6B 774 R AR 2 BRI £
R -
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RS M HRRME
For the six months ended 30 September 2018
HE-_Z—)\FNLA=1THIEXEHA

18. COMMITMENTS 18. A&
(a) Lease commitments (a) HEEHRE
At 30 September 2018, the total future minimum RZZFE-—NFNA=1RH ' &&
lease payments of the Group under non-cancellable ERBE T REECEREMAS
operating leases were payable as follows: N2 AR EBEFIERLED
F ¢
At At
30 September 31 March
2018
R=ZB—-N\§
AA=+H
HK$’000
TER THAT
(unaudited) (audited)
(RBER) (EER)
Future aggregate minimum lease Rt REF 2
payments under operating leases in RERES 2
respect of land and buildings RAREIETHERE
k]
— within one year - —FRx 2,144 2,144
— in the second to fifth — FFERF
years inclusive (PREERMRE) 268 1,328
2,412 3,472
Operating lease payments represent rentals payable TEHENBIEAEBMEET
by the Group for certain of its offices, laboratory and WAE  BEREREIFESAS
staff quarters. Leases are negotiated for an initial NS - B BB SED

term of 6 years and rentals are fixed over the lease

terms and do not include contingent rentals. RAFEREEHNZ AR ERET

8 RUTRERAES -
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AR B SRR M

For the six months ended 30 September 2018

18. COMMITMENTS (continued)
(b) Other commitments

(i)

(i

On 25 May 2011, Smart Ascent has entered
into a loan agreement with Fordnew pursuant
to which Smart Ascenth as 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 2018, the aggregate balance
utilised by and unutilised balances available for
Fordnew were approximately HK$10,579,000
(2017: HK$10,579,000) and HK$19,421,000
(2017: 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:

(1) 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 JT &k 45 252 G R
/3 A] (Jiangsu Prevalence Pharmaceutical
Limited) (“Jiangsu Prevalence”);

2018/19F R HisR 5
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RS E MR RmRME

For the six months ended 30 September 2018
—\FRA=+HIEAEA
18. COMMITMENTS (continued)

(b) Other commitments (Continued)
(Continued)

HE-T

(i

INNOVATIVE PHARMACEUTICAL BIOTECH LIMITED 2018/19 Interim Report

@)

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)

AYE )

(i

(%)
@)

BERERARYE
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Notes to the Condensed Consolidated Financial Statements

EREE

PARE SRR RE

For the six months ended 30 September 2018
HE-Z—)\FhLA=1THIEXEHR

18. COMMITMENTS (continued)

(b) Other commitments (Continued)
(i)  (Continued)

3)

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
(B A EFF A #5) 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.

2018/19F R HisR 5
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Notes to the Condensed Consolidated Financial Statements

[GLE S
For the six months ended 30 September 2018
—\FRA=+HIEAEA

18. COMMITMENTS (continued)

(b) Other commitments (Continued)
(Continued)

BE-%

(i
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3)

PR AR M

(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 (ii) 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.
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Notes to the Condensed Consolidated Financial Statements

AR S M BRI

For the six months ended 30 September 2018

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

(i)  Pursuant to clinical trial of the oral insulin
project, Fosse Bio has entered into service
contracts with Shenyang Xin Tai Geer
Pharmaceutical Technology Development
Limited (ZEE X RBEBENEREBR
A7) (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.

19. RELATED PARTY TRANSACTIONS

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

Service fee expense paid BT RERAARARRE
and payable to Dr. Mao, a ERLTZREE
shareholder of the Company FX

Compensation of key FTEEREAS 2R ¢
management personnel:

Short-term employment SRl = E
benefits

Post-employment benefits BEBL 12 B F

BE-_Z-\FAA=THILXEA

18. &AIEx)
(b) HEE®)

(i) IR RS A 2 R D 5
BB ARAR([1EE
EEADBOBRES =
HEZEASNBR -
NFE+=—A+XBER=ZF
—pmE=fA=+mATT
RIBEH - BEHRAA
K #12,080,0007t X AR
#10,400,0007T ' AH A
IR R PR B RS
el

19. BEALRS
ANE BRI BRI A LT
RE5MT

Six months ended
30 September
BEAA=THLEARMEA
2018 2017

—B-N\F —FT—+tF
HK$’000 HK$’000
FHET THT
(RET Ye)) (unaudited)
(REEEZR) (REEHEZ)

336 336
1,375 1,218
18 9
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Notes to the Condensed Consolidated Financial Statements

RS E MR RmRME

For the six months ended 30 September 2018

&

EE-N\FAA=TRHIEARMEA

20. CONTINGENT LIABILITIES AND

LITIGATION
Litigation concerning CNL (Pinghu) Biotech
Co. Ltd. (“CNL (Pinghu)”) in the PRC

On 17 April 2012, a writ of summons was issued
by T#InEEREB AR AR (Jiangsu Ruifeng
Construction Group Co., Limited) (“Jiangsu
Ruifeng”) in the PRC as the plaintiff against CNL
(Pinghu), an indirect non-wholly owned subsidiary
of the Company, as the defendant in relation to
the disputes arising from the consideration and
completion of construction services under the
construction contracting services agreement dated
8 October 2010, the construction agreement dated
17 December 2010 and the supplemental agreement
dated 8 March 2011 (collectively referred to as the
“Construction Agreements”) entered into between
CNL (Pinghu) and Jiangsu Ruifeng, to claim the
outstanding construction cost of RMB13,150,000,
the related interests and litigation costs of the
case. Pursuant to the Construction Agreements,
the total construction costs was RMB16,675,000.
Jiangsu Ruifeng had issued invoices amounting to
RMB29,126,000 in relation to the construction work
they performed. The aggregated invoice amount
was substantially different from the contracted
amount. CNL (Pinghu) only settled the amount of
RMB16,601,000 and recorded it as the cost of
buildings as at 30 June 2012. On 24 April 2012,
Jiangsu Ruifeng obtained a civil ruling against
CNL (Pinghu), pursuant to which a bank deposit
of RMB15,000,000 or equivalent amount of assets
of CNL (Pinghu) were to be frozen, but the actual
amount frozen was HK$222,000 as at 30 June
2012, which was significantly lower than the amount
stated in the civil ruling. The frozen balance was
released during the year ended 30 June 2013. On
14 January 2013, an independent construction
consulting company, which was appointed
by Pinghu District Court, issued a statement
certifying the total construction cost incurred
would be in a range between RMB15,093,000
(equivalent to approximately HK$19,142,000) and
RMB18,766,000 (equivalent to HK$23,801,000).
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20. CONTINGENT LIABILITIES AND 20. FREBERFR @)

LITIGATION (continued)

Litigation concerning CNL (Pinghu) Biotech
Co. Ltd. (“CNL (Pinghu)”) in the PRC
(Continued)

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 #T/L%& FiHimh
ARJEBE (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 /T4 5 Eh A 4 A RJ&
Bt (the Intermediate People’s Court of Jiaxing City,
Zhejiang Province). On 25 April 2014, 7T 4 &= &
MR A RJABT upheld the original ruling of /T
B HH AREBE 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
2018 and for the Financial Period.

The Company’s associate, Longmark (Shanghai)
entered into a tenancy agreement with _E & [m] %44
“E BB R AR (Shanghai Xiangshanleyuan Dining
Limited) (“the tenant”) for the use of premises
located in B8 RERERIK128F 25 T —[E
(the first floor, lane 2, 128 Linhong Road, Changning
District, Shanghai) (“the Premises”) on 9 August
2011.
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20. CONTINGENT LIABILITIES AND

LITIGATION (continued)

Litigation concerning Longmark (Shanghai)
in the PRC

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, t/BTmRER ARAR
(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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