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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
2019 (the “Financial Period”) and the six months ended 30
September 2018 (the “Previous Financial Period”).

For the Financial Period, the Group recorded revenue of
approximately HK$11.1 million, an increase of approximately
10.7% in revenue from approximately HK$10.1 million as
recorded in the Previous Financial Period. The increase in
revenue was largely due to the increase of business activity
in the Group’s trading of beauty equipment and products
segment during the Financial Period as the Group focused
more of its resources on the business.

For the Financial Period, the loss attributable to the owners
of the Company amounted to approximately HK$110.48
million, representing a decrease in loss of approximately
35.39% from the loss attributable to owners of the
Company in the amount of approximately HK$171.28 million
recorded in the Previous Financial Period. The comparative
decrease in loss for the Financial Period of HK$60.8
million was primarily due to the less change in fair value of
investments in convertible bonds and less impairment loss
on interest in associate.
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OUTLOOK

Due to the recent political issues in Hong Kong and
the trade conflicts between China and US which have
unpredictable impact on the economy in Hong Kong
and China. The business of trading segment would been
affected. The Group will reinforce our risk management
policy and will proactive in adopting timely measures to
balance its risk and return.

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 early of
2022.

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 2019
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Management Discussion and Analysis

EEENWE DT

GROUP RESULTS

Revenue of the Group for the Financial Period amounted to
approximately HK$11.1 million, representing an increase of
approximately 10.7% as compared with the total revenue
of approximately HK$10.1 million that was recorded in
the Previous Financial Period. The increase was mainly
attributable to the increase in business of the trading
of beauty equipment and products segment during the
Financial Period. Loss attributable to the owners of the
Company decreased to HK$110.48 million for the Financial
Period, representing a decrease from the loss of HK$171.28
million that was recorded in the Previous Financial Period.
The decrease of loss was primarily due to the less change
in fair value of investments in convertible bonds and less
impairment loss on interest in an associate for the Financial
Period as compared with the Previous Financial Period.

BUSINESS REVIEW

Trading of beauty equipment and products
During the Financial Period, revenue arising from the
trading of beauty equipment and products amounted to
approximately HK$11.1 million, representing an increase
of approximately 10.7% from the revenue in the amount
of approximately HK$10.7 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

On 23 June 2019, the Company and Dr. Mao Yumin, being
a substantial shareholder of the Company, entered into a
sale and purchase agreement to disposal (i) 457,510,000
ordinary share(s) of Extrawell and (ii) the convertible bonds
issued by Extrawell in principal amount of HK$577,170,000
with no interest bearing at an aggregate consideration of
HK$270,000,000 (the “Disposal”).

On 4 October 2019, the Disposal was approved in the
Special General Meeting and completed on 8 October
2019.

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.
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Management Discussion and Analysis

EEENWE DT

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 2019.

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. The
management considered that there is sufficient resources
to funding the development of the Product.

The management of the Company is closely working with
the contract research organization (“CRO”). The Part B of
phase Il clinical trials has registered in the Center for Drug
Evaluation, National Medical Products Administration.

Based on the currently available information, the Company
expects that the Product would commence generating
revenue for the Group by January of 2022.

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.
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Management Discussion and Analysis

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. However, the recent political issues in Hong Kong
and the trade conflicts between China and US will have
an unpredictable impact on the economy in Hong Kong
and China. The Group will cautiously explore the trading
business in Hong Kong. The Group will reinforce our risk
management policy and will proactive in adopting timely
measures to balance its risk and return in the long run. The
Group competes by offering trading terms that are more
favourable to its suppliers and vendors compared to the
Group’s competitors.

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 January of 2022, 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
January of 2022.
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Management Discussion and Analysis

EEENWR DT

FINANCIAL REVIEW

Capital structure

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

Bt %5 [0 R
BEARRRE

31.3.2019
= it
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HK$’000
FTHET

HK$’000
TET
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Issued and fully paid:
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1,464,193,024 Shares (As at 31 March 2018
1,464,193,024 Shares)
1,464,193,024 8 (R=_ZE—N\F=A=+—8:
1,464,193,024 % K 15 14,642 14,642
Liquidity and financial resources RBESRMKEER

As at 30 September 2019, the Group had bank and cash
balances of approximately HK$44.6 million (31 March 2019:
approximately HK$17.1 million).

As at 30 September 2019, total borrowings of the Group
were approximately HK$822.9 million (31 March 2019:
approximately HK$755.5 million) which reflected the debt
value of the Company’s unconverted convertible bonds,
amount due to a shareholder, 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 and an subsidiary of an
associate.
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Management Discussion and Analysis

The ratio of current assets to current liabilities of the Group
was 0.91 as at 30 September 2019 as compared to the
1.37 as at 31 March 2019. The Group’s gearing ratio as
at 30 September 2019 was 0.59 (31 March 2019: 0.50)
which is calculated based on the Group’s total liabilities
of approximately HK$901.4 million (31 March 2019:
approximately HK$783.9 million) and the Group’s total
assets of approximately HK$1,584.4 million (31 March 2019:
approximately HK$1,578.8 million).

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

Significant acquisition and investments

Save as disclosed in the Section Investments in Extrawell
under Business Review of Management Discussion and
Analysis in respect of the disposal of the shares of Extrawell
and the convertible bonds issued by Extrawell, 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 2019, 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 unaudited condensed consolidated financial
statements.
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Management Discussion and Analysis

EEENWE 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 2019, the Group had 23 full time
employees (31 March 2019: 23), 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$3.9
million (Previous Financial Period: approximately HK$3.3
million).

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

Tang Rong
Executive Director

Hong Kong, 29 November 2019
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Other Information Provided
in Accordance with the Listing Rules

Big LR A E 2 At ER

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, A.4.1 and E.5.1.

Code provision A.2.1

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

Code provision A.4.1

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

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

RiE LR BIRE 2 &R

Code provision E1.5

Code provision E.1.5 stipulates that the Company should
have a policy on payment of dividends. The Company
has not established a dividend policy as the Company
considers it more appropriate to determine a dividend
payment after taking into account those factors including
the Company’s then financial performance, operating and
capital requirements and market conditions, to enable the
Company be in a better position to cope with its future
development, which is to the best interest 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.

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.

<F Bk L EAL51%
STRAIFEILSERE ARARRE
DMK ARAHARIBRERD
ABE - RTARAMBKRE &K
Mt ARARBRESENORES S
MABRBEGAREERAAERNY
B EERR - BEARBRNT
BARM - EADE AT T EY
AR BERELEARKETRE
TR

ERETZEFRS
ARFER @ R R 8+ A7 8
EPRTAEBETEFRHNIE
PR (TR - HERE BT
BEXSZARTA - AFBEES
fEHRTERE  HESADHR -
REEAYMENE RECHEE
X5 (MA) 2 E 8B EF AR
HZAERE -

ERZEEY

BiE EHRBIEI21R3.22(8 A B
EEATAZTRAMEXECIE &
ARIBRMARRIZEZREZES ([F
REEBg]) UTHETEEMBRESE -
ERLZECH LB UIIFRITES
HK - BEREZECHEEEFHMAR
EEEMZESTBEREBL  EF
WEF  ABEERMBRESEE -
EZLZECCEMAEERAN K
HEZAREEZRPRBERE -
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Other Information Provided
in Accordance with the Listing Rules
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DIRECTORS’ INTERESTS IN SHARES

As at 30 September 2019, 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

EERKROzER

RZB—NFAA=+E  AAAE
B BERTBABRBESZHEA
TRARAR S EE ARABAE(ER

RBErZEHEHRMNTES RS E K
B D EXVER) 2 E I B A7 ~ 48 B8 A D
FESFTEFATCHRETMER

T)%Zh%}&ﬁﬂ 5 {5 9 S5 3521 AR &) A
FERARBREETRARLMT R
HEARBRBIMzEDIKR
mr

Name of Director

EspR

Capacity

& &

Tang Rong Beneficial owner
& i EnEAA

Save as disclosed above, as at 30 September 2019, 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.

2019/20F F Hitk &

RERABREBRITREAZEFR
Number Percentage of
of shares/ the issued share
underlying capital of the
shares held Company
BEEZRG HEABREHITR
HERGEHE B D
396,200 0.03%
BREXEEEN RZT—NAFHA
=+8 BMELARAREE  SMRITH
ABRWEZHEALNARARE

EMRAEIE(EEREFRBER
DIEBXVER) 2 B tn ~ B K E
hHEERAREES R EKIFE352
R ENARA T/ET_EZ”.:EH%‘}Z
ARBEETHNEMT XM E

DA R R B 2 AT ) 4 2 EﬁZuuao
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Other Information Provided
in Accordance with the Listing Rules
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SUBSTANTIAL SHAREHOLDERS’ AND
OTHER PERSONS’ INTERESTS AND
SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

As at 30 September 2019, the register of interests and
short positions in the shares and underlying shares of the
Company kept under Section 336 of the SFO showed that,
the following, other than a Director or chief executive of
the Company, had an interest or deemed interest of 5% or
more in the issued share capital of the Company:

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

FERRREMALTRES
REEROzZEER AR

RIZBE-NAFAA=TE REFES
K HE G0 E3361%FE 2 AR A AR
0 e 48 B B 1 2 ¥ 2w BOR B B D
- THIALT(TNBEARARRZE
EXERTRAB)RARB S HT
BATHEE LKA S EES%KIA L

e e

[

REQARABBITREZHFR

KE

Number
of shares/

Percentage
of the issued

Long (L) or

underlying Short (S) share capital of
Name of Shareholder Capacity shares held position  the Company
REZRG/ BELR EEARBRT
RRZEE /A8 54 HERGHE KE(S) RAES L
Dr. Mao Yumin (note 1) Beneficial owner 1,268,200,000 L 86.61%
EMEEL (1) EHHERA
Interest of a controlled corporation 653,951,350 L 44.66%
REHEB R
United Gene Holdings Limited (note 1) Interest of a controlled corporation 653,951,350 L 44.66%
BAERERERAR (M1 REHEB R
Dr. Xie Yi (note 2) Interest of a controlled corporation 13,951,350 L 0.95%
#HR L (HiF2) REHEB R
Ease Gold Investments Limited Interest of a controlled corporation 13,951,350 L 0.95%
(note 2) (Ki32) REHEB R
Good Links Limited (note 3) (Ft#3) Interest of a controlled corporation 13,951,350 L 0.95%
REHEB R
Victory Trend Limited (note 3) (Fii#£3)  Interest of a controlled corporation 13,951,350 L 0.95%
REHEB R
Best Champion Holdings Limited (note 4)  Interest of a controlled corporation 13,951,350 L 0.95%
SUERRRE B AR (M 7H4) REHEB R
China United Gene Investment Beneficial owner 13,951,350 L 0.95%
Holdings Limited (note 5) (i #5) BEEHEAA
Chau Yiu Ting Beneficial owner 302,600,000 L 20.67%
B2 BE ERBEEAA
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Notes:

Other Information Provided
in Accordance with the Listing Rules
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These include (i) 389,200,000 ordinary shares held by Dr.
Mao directly; (i) 879,000,000 and 640,000,000 derivative
shares held by Dr. Mao and JNJ Investments Limited (“JNJ”)
respectively, which shall be issued by the Company upon
exercise of the conversion rights attached to the convertible
bonds in an aggregate principal amount of HK$607,600,000
issued by the Company. JNJ is an indirect wholly-owned
subsidiary of United Gene Group Limited, which is in
turn wholly owned by United Gene Holdings Limited; (iii)
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.

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

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.

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.

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 2019.

M3

1.

B £ XX EEE S

FREBRENLEEFLTEEZERSB
#9389,200,000/% & i@ A% : (i) B
TEARAFABIASHEER
607,600,000/ 7T 2 A # % 1& % Kt
WX EBRER AARRBITZ
PERD DHRBEELHA
879,000,000/% X JNJ Investments
Limited ([UNJJ) #§ 640,000,000
f& © UJNJ & — R United Gene Group
Limted B 2 EHE OB 2
7] » T United Gene Group Limited
HBEERZERERAT AR
BB ELERERQBIES
60% M% # & China United Gene
Investment Holdings Limited 3% &
213,951,3500% & i@ % - Ht &
£ & B R 2 7 & Victory Trend
Limited 7 5l £ 533.5% &33% 5l £
ZERAR AR KRG ° Victory Trend
Limited B Good Links Limited & &
HEHE EWLHRBFEHESER
2 1% A BR A ] #9100% A% ## & Good
Links Limited #)50%f& #% °

Ease Gold Investments Limited
(AFREL(HBELD2EHR)
%A 9= IR A R A 7 233.50%
R o

Victory Trend Limited B Good
Links Limited & & # & - M Good
Links Limited g8 & 18§ + K & {8 =
2 Bl # 550% K&50% + T Victory
Trend Limited # & sl = 1% i& A R
A7) 233.00% % 1 -
NEERBERAR DB BEAE
ERFEZEBRARAD A - Ease Gold
Investments Limited & Victory
Trend Limited #533.50% - 33.50%
1%33.00% iz #

China United Gene Investment
Holdings Limited g5 Sl £ % i 7 R
ARHEHBO%RAE ©

RZZE—NFN

A=+H EFUTANEBHARFE
BATIRARE% 5 LA b 2 T {a] E 48 73

HRTAR -
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Other Information Provided
in Accordance with the Listing Rules
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SHARE OPTION SCHEME

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

The exercise price of the share options granted under the
Share Option Scheme is determined by the Board, but shall
not be less than the highest of (i) the nominal value of the
Shares; (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.

BREE
RZFZARF+-ARNBUIRMAA
) ARARA—EBRESS
(TBBRERTE)) - ARB R MBI A%
BlzaERRER FATES K
R -EPRfEBHAEEZER
BROEDAE M7 SRR SIERT - BRI
BRETIBNRREAREERH
Mt+EFE-R-_FE-—FF+—-A=A
FEHMBRESER AUTEREE
BB TRE ZMEBREM
ATETzESRHBESEATE
2 i81,216,450,8060% - Bl =& —
ZE+-AZAXRREBETRG
10% ° &R 5 A 1% B AR R 7R S 111
BILZBENE -

BREBRESFSRBBREZTE
BEHEEFETE  ETSENAT
BEeE:()BhzEE: ((i)RHNE
EROAMATAEEERERIAR
FRMERAR 2 FHHETE : (i)
BORBEHAMEBMIMEARE
RARZRTE - BRIFBEFAIRYL
o BRI R BTN RRITE
PER+ZEABREAET@ER A
ITZHBERERETRTZIBRNZR
BBBARFREEITRAZ1% @ Al
7+ {8 A B R A5 [ E A E 5
AL BB -
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in Accordance with the Listing Rules
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As at 30 September 2019, 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.

RZB-NAFANA=1+H  AQAIL
BRBREABZAEBRALRY
ERBAE BRESEATIRYL
B ARITE Z AR -

B bt B SN o A AR B IR H R AE A B
- A Q) sk E A fo] M B 2 R A
RIVEMRZH BREEREER
RYABEEMBEALAEBRE
AR A AT ) B AR B 2 B k(&
FMESHE -

BE LEIWMEAAFTZ
L%

RO B BCHARS + A2 ) S ELAE A B
BAAMMEBE HEXWEFD
AZERETES -
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

FRREEE R EM2EKER

For the six months ended 30 September 2019
BE_ZT—NFHLA=FTHINEAR

Six months ended
30 September
BEABR=1tHLAKMEA
2019 2018
—E-hEF —ZET-N\F

HK$’000 HK$’000
FHT BT

Notes (unaudited) (unaudited)
e 3 (REEXK) CREER)

Revenue U 2= 3 11,126 10,053
Cost of sales and services & & RIEK A (10,074) (9,147)
Gross profit E 7 1,052 906
Other income H Ao g A 534 5,651
Other gains and losses, net  Hfth U =% & E5 18 F 58 4 (30,659) (113,683)
Selling expenses HEE R X (136) (126)
Administrative expenses THRAX (12,747) (12,227)
Other expenses HAth 5 2 - (314)
Share of results of associates 7k Bt & A 7] ¥ 4& 6,312 8,705
Finance costs W% E A 5 (75,652) (62,218)
Loss before tax AT Es 1A (111,296) (173,306)
Income tax BT 15 % - —
Loss for the period HANEE 6 (111,296) (173,306)
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

fHAGREEa REMZEHKAER
For the six months ended 30 September 2019
HE-_ZE-NFNAA=+RHILXER

Six months ended
30 September
BEAAR=1tHLXMEA
2019 2018
—E-hEF —ET-N\F

HK$°000 HK$’000

FERT FAT

Notes (unaudited) (unaudited)
e 3 (REEXK) CREE )

Other comprehensive Hih2mE(FAX) K=
(expense) income
ltems that may be HEgrAgeEmoEs
subsequently Bwm2ER
reclassified to
profit or loss:
Exchange difference on REBINET 2
translation of foreign MEH E5
operations (532) (663)
(532) (663)
Total comprehensive HAZHERZ A
expense for the period (111,828) (173,969)
Loss for the period ATATEEERES :
attributable to:
Owners of the Company ZN/NCIEZ F SN (110,479) (171,278)
Non-controlling interests FEVE AR &= (817) (2,028)
(111,296) (173,306)
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

FRREEE R EM2EKER

For the six months ended 30 September 2019
HE-ZE-NFAA=+TRHILXER

Six months ended
30 September
BEAAR=1tHLXMEA
2019 2018
—E-hEF —ET-N\F

HK$°000 HK$’000

FERT FAT

Notes (unaudited) (unaudited)
e 3 (REEXK) CREE )

Total comprehensive ATALTEGEBAZE
expense for the period 7l 48
attributable to:
Owners of the Company ZN/NEIEZ Z =N (111,011) (171,742)
Non-controlling interests FEERER (817) (2,227)
(111,828) (173,969)
HK cents HK cents
Al Rl
Loss per share BREE 8
Basic H A (7.55) (11.70)
Diluted e (7.55) (11.70)
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Condensed Consolidated Statement of Financial Position

ARG E M EMRR T
At 30 September 2019
RZZE-NFNAA=TH

At At
30 September 31 March
2019
R=-FB-—-NF
hB=+H
HK$’000 HK$’000
FET T T
Notes (unaudited) (audited)
ibgEa (REER) (')
Non-current assets EREBEE
Property, plant and M- BEREB
equipment 9 65 95
Interests in associates B &N T RE R 10 38,888 48,954
Investments in RARKESHHIKRE
convertible bonds 11 97,661 111,942
Intangible assets EREE 12 1,373,224 1,373,224
1,509,838 1,634,215
Current assets REBEE
Trade receivables B 5 & Y BR 3K 13 23,482 21,176
Prepayments, deposits BRRE  EZek
and other receivables H b JE W 3RIR 6,502 6,305
Bank and cash balances $R17 &R & 4 % 44,584 17,058
74,568 44,539

2019/20F R His s EMBERENNEERAF 23



Condensed Consolidated Statement of Financial Position

B4R & IS AR R &R

At 30 September 2019
RZZE-NAFNAA=1H

At

30 September
2019
R=ZB-—hF
hB=+H

HK$’000
TERT

At
31 March

HK$’000
FiEn

Notes (unaudited) (audited)
B 5 (RELEZR) (')
Current liabilities mEBE
Trade payables Z 5 RR 14 21,034 21,214
Accruals and other FE 5T & A K& H fth FE S
payables RIE 57,481 7,273
Amounts due to non- JE {5 3E 428 IR 42 25 K IB
controlling interests 3,092 3,092
Amounts due to former FE 11 AT IF 128 AR #E 2=
non-controlling KIE
interests 823 823
82,430 32,402
Net current (liabilities) 7% (AE) EEFH
assets (7,682) 12,137
Total assets less current B EER KRB E B
liabilities 1,501,976 1,546,352
Non-current liabilities ERBEE
Convertible bonds AR E % 15 732,763 658,632
Amount due to a JE 5t — A B% 3R 3R IR
shareholder 7,000 25,000
Amount due to the B — M E QA2
subsidiary of an B B A &) 5 IE
associate 41,952 41,952
Loan from a non- REFEREZER
controlling interest 22,261 20,929
Loan from a subsidiary KE—MEE AT Z
of an associate HiBARER 15,016 5,027
818,992 751,540
NET ASSETS BEFRE 682,984 794,812
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Condensed Consolidated Statement of Financial Position

ARG E MR R T
At 30 September 2019
RZZE-NFNAA=TH

At At
30 September 31 March
2019
R=ZB-hF
hB=+H
HK$’000 HK$’000
FET T T
Notes (unaudited) (audited)
e (REERZ) (&= =)
Capital and reserves EXR#E
Share capital fi& 7% 14,642 14,642
Reserves i 1 (200,610) (89,599)
Equity attributable to RRREBABGER
owners of the Company (185,968) (74,957)
Non-controlling interests 3 12 f% 4 & 808,952 869,769
TOTAL EQUITY i 682,984 794,812

The condensed consolidated financial statements on pages
20 to 25 were approved and authorised for issue by the
Board of Directors on 29 November 2019 and are signed
on its behalf by:

JIANG NIAN
EF
DIRECTOR
2

2019/20% &5

H N E20H £ F258 L HHEE Y
BRRELHEFTER_ZT—NF
TAZThBHERRETE - X
HATESRREE:

TANG RONG
B
DIRECTOR
EF
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Condensed Consolidated Statement of Changes in Equity
RGeS B

For the six months ended 30 September 2019
HE-ZE-NFAA=+TRHILXER

Attributable to owners of the Company
A Kt

Convertible currency Non-
Share Share - bonds equity Other  Statutory o Accumulated controling
capital  premium feserve  reserve  reserve ( losses Total interests  Total equity

B

R A

HKE000 HK$'000  HKS§'000 { HKE000 0 HK$000  HK$000  HK$'000  HKS000

T ThEn ThT T
(Note a)

(GRE)

At 1 April 2018 (audited)

RZE-\f0A-B(EER) 14642 1119204 1,162,862 4828 347 (1602 (209394 196417 870,408 1,086,825
Loss for the period
BrEE - - - - - - (171,218 (171,278 (2,028)  (173,306)
Other comprehensive expense for the

period
BRABZERX - - = - - (464) - (464) (199) 663)

Total comprehensive expense
for the period
BR2ERREE - - - - - (464) (171,218 (171,742) (2,221 (173.969)

At 30 September 2018 (unaudited)
RZE-\ENA=TR(KEEH) 14642 1119204 1,152,862 4828 U7 (2066 (22652300 24675 868,181 892,856
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Condensed Consolidated Statement of Changes in Equity

ERGR SRR B ER

For the six months ended 30 September 2019

noe
(=

Attributable to owners of the Company

LTINS

Convertible
bonds
equity

reserve
TRRES
BRff
HK$'000
Tir

Share
capital

Share
premium

Other

reserve  reserve

Bx
HK$'000
TR

Lo
HKS$'000
TEn

AR
HK$'000
TEn

EERE
HK$'000

THR
(Note a)
(GED)

At 1 April 2019 (audited)

Foreign
currency

Statutory translation

reserve

HK$'000
TEn

T NEAA=TBISES

Non-
controlling
interests

Total
equity

Accumulated
losses Total

@it
HK$'000
T#n

FERER
HK$'000
TEn

LR
HK$'000
T#n

R-F-NEMA-A(EER) 14642 1119204 1152862  (7,791) 347 (1599) (2352712  (14957) 869769 794,812
Loss for the period
BhER - - - - - - (110,479)  (110479) 817)  (111,206)
Qther comprehensive expense for the

period
BREB2ERY - - - - - (532) - (532) - (532)
Total comprehensive expense

for the period
BR2ERREE - - - - - (532) (110,479)  (111,011) 817) (111,828
At 30 September 2019 (unaudited)
NE-NENA=TA(REER) 14642 1119204 1152862 (1,791) u7 (2131) (2463191 (165968) 868952 682,084
Notes: Bt =
(a) As stipulated by the relevant laws and regulations of the  (a) 2 BB R B A AR BR AR R R OE AR AT

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 2019 and 2018, 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.

2019/20% &5

-
WE

EMBEREMREERAF

IR BESRATA - AKH
EHREZEIHMBARESE
B B 18 40 R B H 10% &= 0K K
B iEREETANERER
FTEEIEE  WASBSI®E
FHRBESIZHBARIZES
ekAEBABRFEBZER T
FH -REBEE-_ZT-NER_F
—NFEAA=+HIAREA A
RASE Bz BB ARG
BEEFHE HRAZMEHBL
ETMSBERRBENERE
EE R -

REBERZIZHEREZRE
it M) 2 35 5N FE TR 7R 4K E IR
ERMERBFHEHERR
EERRBINEZATRIETE ©
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Condensed Consolidated Statement of Cash Flows

F‘—Eﬂ %Aiﬁﬁlllbii

For the six months ended 30 September 2019
HE-ZE-NFAA=+TRHILXER

Six months ended
30 September
BEALA=THIE A
2019 2018

—E-hE —ZET-N\F
(unaudited) (unaudited)
(REER) (REHEZ)

NET CASH (USED IN)/GENERATED #£ & & &) (FTA). /15

FROM OPERATING ACTIVITIES IReFE (13,931) 1,886
INVESTING ACTIVITIES KEES
Deposit on disposal of the HER — M E AT

investment in an associated BEZR®

company 50,000 —

NET CASH GENERATED FROM REBASRE FE

INVESTING ACTIVITIES 50,000 —
FINANCING ACTIVITIES Bt &R E
Interest paid [EENEAPSN - (25,025)
Amount due to a shareholder J&E 15F — iz B% B 3% (18,000) 25,000
Loan from a subsidiary of an KA — A 55%"72

associate M AR E R 9,989 -

NET CASH USED IN FINANCING Bt & EE R & %5
ACTIVITIES (8,011) (25)

NET INCREASE IN CASH AND Re RBESFEYILINF

CASH EQUIVALENTS i 28,058 1,861
CASH AND CASH EQUIVALENTS H#R & RIREZEEY

AT THE BEGINNING OF

THE PERIOD 17,058 20,227
EFFECT OF FOREIGN EXCHANGE /M E R S8 2 &
RATE CHANGES (532) (663)

CASH AND CASH EQUIVALENTS HiRBRERREEEY -
AT THE END OF THE PERIOD, BRTEBRREAS
represented by bank balances
and cash 44,584 21,425
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Notes to the Condensed Consolidated Financial Statements

RS MWK

For the six months ended 30 September 2019
HE-_ZE-NFNAA=+RHILXER

BASIS OF PREPARATION

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

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements
have been prepared on the historical cost basis
except for certain 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 2019 are the same as those
followed in the preparation of the Group’s annual
financial statements for the year ended 31 March
2019.

Application of new and amendments to
HKFRSs

In the current interim period, the Group has
applied, for the first time, the following new and
amendments to HKFRSs issued by the HKICPA
which are mandatory effective for the annual period
beginning on or after 1 April 2019 for the preparation
of the Group’s condensed consolidated financial
statements:

HKFRS 16 Leases
BRI RS LRI FE165 HE

1.

mEEE
BRRAMBHRRDIEEE
SEtAE (BEGMAR])
M2 BB EEERIFE 3457 [
HUBREIRBEEBRARS
P PR A R) 38 75 £ 47 Rl Fft 8%
TARZERRBERERE

ETEEBEE
MR A M BRETDRER
EMARE 5 FREM
SELAFENE(MER)Z
SRMT AR -

BRATERASN  BE—FT— N
FAR=+H 1/ A& 588
FAVBBRRAKBOES
BRRFETEEREANE
BEE—_T-NF=A=t—
BEFEZFEMBRERM
BEE—H-

P& PR % 5] K A2 48 5T & B B
B EEA
AEERATHHRREEKE
ARTHEESFMASR
oz #a] R &R BB UG
REEM(EEZZE-—NEFWE
A—HR &R FEHRH
58 i) A 20 LA A B AN £ 18 4 BB
meMBERE:

HK(IFRIC) — Int 23 Uncertainty over Income Tax Treatments
EH(EBRMBERERBEEY) HEHNEEZTHEEMH

— REE23%R
Amendments to HKFRS 9
BB REEFEIR ZEFT
Amendments to HKAS 19
BB G ERIE195R 25T
Amendments to HKAS 28
BB G ERFE285 2 BF]
Amendments to HKFRSs
BEM B R EER ZEF]

Prepayment Features with Negative Compensation

A B B 18R 12 FI 8 A5 14

Plan Amendment, Curtailment or Settlement

FrEIEAT ~ #3405

Long-term Interests in Associates and Joint Ventures
RBERTREEL X RA

Annual Improvements to HKFRSs 2015-2017 Cycle
BB GHREERCFERE(—E—LFFT_F—+F
BH)
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RS M HmRM

For the six months ended 30 September 2019
HE-ZE-NFAA=+TRHILXER

2.

30

PRINCIPAL ACCOUNTING POLICIES

(Continued)

Application of new and amendments to
HKFRSs (Continued)

Except as described below regarding the impact
of HKFRS 16 “Leases”, the application of the new
and amendments to HKFRSs in the current period
has had no material impact on the Group’s financial
positions and performance for the current and
prior periods and/or on the disclosures set out in
these unaudited condensed consolidated financial
statements.

HKFRS 16 Leases

The Group has applied HKFRS 16 for the first
time in the current period. HKFRS 16 introduces a
comprehensive model for the identification of lease
arrangements and accounting treatments for both
lessors and lessees which superseded HKAS 17
“Leases” and the related interpretations.

HKFRS 16 distinguishes lease and service contracts
on the basis of whether an identified asset is
controlled by a customer. In addition, HKFRS 16
requires sales and leaseback transactions to be
determined based on the requirements of HKFRS
15 as to whether the transfer of the relevant asset
should be accounted as a sale. HKFRS 16 also
includes requirements relating to subleases and
lease modifications.

Distinctions of operating leases and finance leases
are removed for lessee accounting and are replaced
by a model where a right-of-use asset and a
corresponding liability have to be recognised for all
leases by lessees, except for short-term leases and
leases of low value assets.

2.

FEERBE@E

PE R TR R RIS FT & B B
B|ELER (&)

BN XX ATt B B B 7% o A
AIE16R[HE T & - 1
AEEERZEMI B BN
BHREERREITHAEH
AN B8 K 8 1 R B S IR R
RRAR/FBRZERE
EREREAMBRROTK
BYBREATE -

ERUMBHREE
HE
REERTHBERERE
B M5 oA ERIF16 - B
B B 7 & R 1658 5| A—
BemEEA - LH A E A
RABANBERHIREGS
BRIE - WK EF B SRS
175 HE | RAAERE -

B %1655

BB B RS £ R F165 17
Frasnl & E~ T B xR P E
Ry HBERRBEEHL - Ut
S - BB B 7% R & % B 5516
FREERBELAXSZRER
BB wEERFIHKE R
HENBEEERSRIERH
EABRNEEMERE - &
B % ¥ & 4 Bl 1658 75 2
EHEOHERBEBRAORTE o

KEHEEREEEEEM
B RAAEKREHESR
REHENESHREEEZRS
WE—RAEWK - WHAEA
AR AEHERARMERE
EERERERE -
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BEiEa

Pt 75 R R Y =

For the six months ended 30 September 2019

PRINCIPAL ACCOUNTING POLICIES
(Continued)
HKFRS 16 Leases (Continued)

The right-of-use asset is initially measured at cost and
subsequently measured at cost (subject to certain
exceptions) less accumulated depreciation and
impairment losses, adjusted for any remeasurement
of the lease liability. The lease liability is initially
measured at the present value of the lease payments
that are not paid at that date. Subsequently, the lease
liability is adjusted for interest and lease payments,
as well as the impact of lease modifications, amongst
others. For the classification of cash flows, the Group
currently presents operating lease payments as
operating cash flows. Upon application of HKFRS
16, lease payments in relation to lease liability will
be allocated into a principal and an interest portion
which will be presented as financing cash flows by
the Group.

Other than certain requirements which are also
applicable to lessor, HKFRS 16 substantially carries
forward the lessor accounting requirements in HKAS
17, and continues to require a lessor to classify a
lease either as an operating lease or a finance lease.

The Group has adopted the modified retrospective
application permitted by HKFRS 16 upon adoption
of the new standard. Accordingly, the standard has
been applied for the period beginning on 1 April
2019 (i.e. the initial application period). Modified
retrospective application requires the recognition of
the cumulative impact of adoption of HKFRS 16 on
all contracts as at 1 April 2019 in equity.

BE—
2.

T-NFARA=THIXEA

TEEHBE@
BBMB®REERF165H
HE#)

EREEENSRKXANGTE -
Hg R A CE T HIIMERBR
SN R R ET T & RO (B B B AT
2B -UHBEEABEEMEN
ATEFELAR -HEAGEY
BRI R Z BN 2 HEN
HEEE - Hig  HEARG
et (Eham) M aREER
FUARBEEBITNTEELY
AR -BREBEHHEMS -
N BRI E R
2 AKERERE - RNE
& B B S W& % B E165%
2 AEBEHAEEEES
BEvHENRIEREAE R
MEFHS  TERBERESR
2275 -

B 7@ A R ﬁ%ﬂ/\ﬂ’ﬁ%?ﬁ
TSN - BB B RS AR5
BRI BER G E
AlF17R 2 B A& G R
BT WHBEREEAS
HESBAKEHEXRME

AN 5 [E B R R AR 3 2E Rl B BR
N E B IS S E A F165%
)LntFE/]Z(« z DTL/%JE}EH .

R —FE-AFRA—
E%ﬁﬁ’aﬂﬂf‘ﬂ(ﬁﬂ%)’x%%%ﬁ?ﬂ)
CEER - £ETERNER
RERRNBE B BRESE
ISR E N —F—NFMA
—HAERNMRFFERER
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For the six months ended 30 September 2019

BE—
2.

32

—NFNAA=TBIEREA

PRINCIPAL ACCOUNTING POLICIES
(Continued)
HKFRS 16 Leases (Continued)

Modified retrospective application of HKFRS
16 also requires the Group to recognise a lease
liability at the date of initial application for leases
previously classified as an operating lease under
the superseded HKAS 17 measured at the present
value of the remaining lease payments, discounted
using the Group’s incremental borrowing rate at the
date of initial application. The Group has elected the
practical expedient to apply HKFRS 16 to contracts
that were previously identified as lease applying
HKAS 17 and HK(IFRIC) — Int 4 “Determining whether
an Arrangement contains a Lease” and not apply
this standard to contracts that were not previously
identified as containing a lease applying HKAS 17
and HK(IFRIC) — Int 4. Therefore, the Group will not
reassess whether the contracts are, or contain a
lease which already existed prior to the date of initial
application, i.e. 1 April 2019.

Based on the allowed practical expedients under
HKFRS 16, the Group has elected not to apply the
requirements of HKFRS 16 in respect of recognition
of lease liabilities and right-of-use assets to leases for
which the lease term ends within twelve months of
the date of initial application.

Management has assessed the impact on transition
and considers that the right-of-use assets and
lease liabilities at 1 April 2019 are not material and
the adoption of HKFRS 16 has not resulted in any
recognition of right-of-use assets and lease liabilities
as at 1 April 2019.

2.

TEEHBE@
BBMB®REERF165H
HE#)

B B 75 s 2 R F165% /9
RIETEPERTERLAE
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AEBECEREEREE A
NERBE BB HREELE

165% 2 St AT 2 Bl B IE B & 8
A ERIETSR RE B (BB
MHREREZES) - 28
FAFEE-—HLZHEREE
EHEINEE  AREDTHK
1tk 2 B /& A 3 5E A 3 R 35 5l

REMBBSAENEITRE
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) - REEISNHEEEE -
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BHRESR REERERE
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RIEFEZHEE -
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AR S T B R M=

For the six months ended 30 September 2019
EZE-NAFNAA=+TRHIEARER

REVENUE AND SEGMENT 3. kakoIER

INFORMATION

The Group has three reportable and operating REBEUT=E2RKEE

segments as follows: &6 :

(@)  trading of beauty equipment and products in @ REBETEDARER
Hong Kong (“Trading of beauty equipment and ERBES(ERRER
products”) EmBES))

(o)  securities investment in Hong Kong and b)) MREBRBBHFINEST
outside Hong Kong (“Securities investment”) BHEERE((FHERED

© research and development and commercialisation (€ HHELFmLER(H
of products (“Research and development”) )

The Group’s reportable and operating segments are ZIX EEERLREED IR

strategic business units that offer different products HAEE @ &R & KBS E

and services. They are managed separately because XBEN - ASEBAFD

each business requires different technology and Rii Rmin KR ZEH

marketing strategies. B E R B E o

The following is an analysis of the Group’s revenue TRAEREBRREED BH

and results by reportable and operating segments: HEHAREB W REEDT:

Trading of beauty
equipment and products  Securities investment  Research and development Total
ZARBRERES 2HRE @t
2019 2018 2019 2019 2018
ZE-hE T-\F ZB-NE \ E — \& ZB-N% - \&
HK$'000 HK$'000 HK$'000 i HK$'000 HK$'000 HK$'000
TER THL TER BT TER BT TER THL
(unaudited)  (unaudited) (unaudited) i (unaudited)  (unaudited) (unaudited)  (unaudited)
(REEH) ( % (REER) ) (REER) (REEH) ( #)
Six months ended
30 September
HENA=TALAEA
Revenue from external
customers
REMNREFZMA 11,126 10,063 - - - - 11,126 10,613

Segment (loss) profit after tax
BB B(BE)EN 916 592 (L] (25,762) (1,668) (6549) (760) (25,719)
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BEER=E E E

For the six months ended 30 September 2019
BE_ZT—NFHLA=FTHINEAR

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

Six months ended
30 September
BZEZAA=+HLKEA

2019 2018
—E-hE —T-N\F
HK$’000 HK$’000
FHERT T
(unaudited) (unaud|ted)
(REEZ) C 2 %)
Reconciliation of reportable K Fi& 2 8 5 5% 7
segment profit (loss) after (E518) 85k -
tax:
Total segment profit/(loss) S EBFE () 858 (760) (25,719)
Corporate and other EREMRAS
expenses (86,723) (74,790)
Share of results of associates 7 1k B & A 7] £ 4& 6,312 8,705
Unallocated other income,  F®o EEM UK A -
gains and losses, net I 2= & B 18 )F &R (30,125) (81,502)
Consolidated loss for the BN & E 18
period (111,296) (173,306)
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[GE R by E e s

For the six months ended 30 September 2019
HE-_ZE-NFNAA=+RHILXER

4. OTHER GAINS AND LOSSES, NET 4. HitmREBBRFE

Six months ended
30 September
BEAA=1+HILAREA

2019 2018
—E-hE —T—)N\F
HK$’000 HK$'000
FTHEx FHIT
(unaudited) (unaudited)
(R A& HEZ) (REE &%)
Change in fair value of AMREFREE 2 RF
investments in convertible & & & (K sE11)
bonds (Note 11) (14,281) (52,680)
Impairment loss on interest R —EE & QE#ER 2
in an associate (Note 10) B 18 & 18 (it 210) (16,378) (35,241)
Change in fair value of AHHESREERN
available-for-sale NEBEEE)
financial assets - (25,762)
(30,659) (113,683)
5. FINANCE COSTS 5. BIKEHR

Six months ended
30 September
BZAB=1+HILAEA
2019 2018
—E-hF —E-NF

HK$’000 HK$’000
FERT FE T
(unaudited) (unaudited)
(REBEZ) (REEEZ)

Effective interest expense on  &] # % (& % & B Al &
convertible bonds (Note 15) B 3% (Fff 5£15) 74,131 61,078
Imputed interest expense on 2k B — i & A 7 3E =

Pac=—==

loan from a non-controlling P& #E &5 B 3 2 {4 & 7

interest of a subsidiary BRHAX 1,332 1,131
Interest expense on loan RE—EHE AT
from the subsidiary of an ZHBRRAIERZ
associate B 189 =
Others Hth - 9
75,652 62,218
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For the six months ended 30 September 2019

b

6.

36

HE_ZT-NFNAA=TBILXEA

LOSS FOR THE PERIOD

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

Depreciation of property, M- - BMELZETE

HAER
MAERT NG T 5 & B %
B

Six months ended
30 Septembe
BEZAA=1+HIEAHE

2019
—2-hF

HK$°000 HK$’000
FHET FHET
(unaudited) (unaudited)
(R EZ) (REER)

plant and equipment 30 42
Operating lease charges of THREFZLLHAE

land and buildings X 1,114 1,170
Cost of inventories BRRBRX ZFE KA

recognised as an expense 10,074 9,147
Staff costs including BREEEMEERNZ

directors’ emoluments B TR A 3,852 3,273
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 (2018: Nil).

PAZR o H H P 4R R A9~ B
FRIKERE - BEFRE B
et A HERE AR E (S
T)\FE) -
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[GE R by E e s

For the six months ended 30 September 2019

LOSS PER SHARE

The calculation of the basic loss per share
attributable to the owners of the Company is based
on the following data:

HE_Z-NAFNAA=1THILREHA

8. BRER
AR EE A AL SR ER
BERAT BB

Six months ended
30 September
BZEAA=+HLKEA

2019
—E-hF
HK$’000
FTHExT
(unaudited)
(R EZ)
Loss [
Loss for the purposes of M EEREARAR
basic and diluted loss per — ##E51E 2 18
share (loss for the period (RRBIHEE AEMA
attributable to owners of HAAE518)

the Company)

(110,479)

2018
—E-N\F
HK$’000
F# T
(unaudited)
(R EZ)

(171,278)

Six months ended
30 September
BZAB=+HLAEA

2018
—E)N\F
Number of

shares
& & B
000
DA 5t

2019
—E-hE
Number of
shares
K7 EE
’000
BLF &
Number of shares KR&oHEB
Weighted average number — Bt EEREAK
of ordinary shares for BEEE2TBR
the purpose of basic and N 15 2

diluted loss per share

1,464,193

1,464,193

The computation of diluted loss per share for the
six months ended 30 September 2019 and 2018
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.

2019/20% &5

HERE-T-NFR_F
—NEAASTALAEAZ
SRETHAS  TEER
AR Z AR R E S
B e Ty RS
THRBES RS R G
A 2 5 B A o
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BEER=E E E

For the six months ended 30 September 2019
BE_ZT—NFHLA=FTHINEAR

9. 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 2019 period (six months ended 30
September 2018: Nil).

10. INTERESTS IN ASSOCIATES

9. UX BMERREEZH

RBE-_Z-—NAFAA=+H
eS8 ARAR - AN S B3
ARHEWE - B M&RE (R
E_E-N\FAA=FTHLER
fEA: &) -

10. REEEQRFNERS

At At

30 September 31 March
2019 2019
R-ZB—h&E R_TE—NF
hA=+H =+—H
HK$’000
T8 T
(audited)
(EEZ)

HK$°000
TET
(unaudited)
(REERZ)

Cost of investments BEATRRERSE

in associates
Listed in Hong Kong REB LT 476,841 476,841
Unlisted K Em - =
Share of post-acquisition FEAG W B 18 0m T &

profits and other Hfh 2 HE R &=

comprehensive income 115,843 109,531
Impairment loss on interests R B & QA= 2

in associates (Note a) VERIEN ! (5 iZa) (454,074) (437,696)
Adjustment against non- EE Ry g

controlling interests (P 3£ b)

(Note b) (99,722) (99,722)

38,888 48,954

Fair value of listed FHREZATE

investments (Note c) (P 5 c) 38,888 48,954
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RS MR R

For the six months ended 30 September 2019
(ZE_E-NFAA=THIARHEH

10. INTERESTS IN ASSOCIATES (Continued)

Notes:

(@)

As at 30 September 2019, the Group recognised
impairment loss of approximately HK$16,378,000
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 2019 and 31
March 2019 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. REE AR MERE @)

GEX

(@)

R=B—AFAA=+A -
7R B R 5 N RE R R B
/& 18 #916,378,000/% T -
EREFEREETE 2R
BRMO A FEEREERQ
AlzEm(BREABERE
BEE 2R ERRED
R & SR 12 B 25 4 17 38
B ZHREEMERZE
2o

BE-Z-—AOF=A=+—
HEFE AEEEHEE
# 2 & [ff & 2 7 Extrawell
(BVI) Limited ([Extrawell
(BVI)]) ¥ fi& # & #951% ik
o BEERRARAZIE
2EMBAR - mEERE
AEEER=-FT—NFt
AZ+NBREEFAK
SH BEEMBSAEEE
B T49% # & 15 - B R
7N £ B YR G A AT ET AR
BREREEZELEEE
BReBMEaFEmERER
(R A Mt 6 X A) B9 4 25 ) R
ENNHE RAQNAEMA
HEKREGIARRARRER
ZHEEREREREZEE
EEBRE) AR - UAARRA
HEABHERRRE -

EFHREZATFERRIE
BEROOMISE ARE
HECRALBERERNE
AEERESEGHZER -
mR=Z—h&EHLA=+8H
E—ZE—NhE=A=+—
BASERBEEAEE
RAlZHER ZEEEL R
BEENYEERERZ
Az B S (R S
b)) - BE UL A B BT
L8 o
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BEER=E E E

For the six months ended 30 September 2019
HE-ZE-NFAA=+TRHILXER

10. INTERESTS IN ASSOCIATES (Continued) 10. REBEERTWER @)

As at 30 September 2019, the Group had interests in the RZZE—hAhEALA=1+RH K&H
following associates: RUAT Bt i N R A M o

Place of Principal Proportion nominal of
incorporation/ place of Class of value of issued capital  Proportion of voting power

Name of entity registration  operation  shares held held by the Group held by the Group Principal activity
AL rEEfE rEEAR

L E1 Mty IZEXLY FERAEN BRARAEELA RARLA ITEE
3092019 3132019 3092019 3132019
“E-Af -NE ZB-1%
ABZtR ZA=+-B AA=tR =

Extrawell Bermuda PRC Ordinary shares 19.14% 1914% 19.14% 1914%  Development, manufacture
& BRE HE LAk and sale of pharmaceutical
products

Longmark (Shangha)  PRC PRC Registered capital 33.33% 33.33% 49.78% 49.78%  Provision of health care
Healthcare Limited % & s il management services
R (LBRRER RERKERRR

BBARLA

On 23 June 2019, the Company and Dr. Mao Yumin, being R=ZZT—-—AEF~A=Z+=H 'R
a substantial shareholder of the Company, entered into a AEIHEREBEL(ERRAZEE
sale and purchase agreement to disposal (i) 457,510,000 RE) FTUEEHBEUDLENHE
ordinary share(s) of Extrawell and (i) the convertible bonds 18 2457,510,0008% & i@ B K (ii) 5
issued by Extrawell in principal amount of HK$577,170,000 8 B % 17 A & %577,170,0007% 7T
with no interest bearing at an aggregate consideration of A EARKRES  BRER
HK$270,000,000 (the “Disposal”). 270,000,000 T ([HEHEEHE]) -

On 4 October 2019, the Disposal was approved in the special R=ZZT—hFE+AEA HESE
general meeting and completed on 8 October 2019. RIRRFR ARG FBHE - TR

“ET-AFtTANBEXK -
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11.

LE

BA RS AR MY

For the six months ended 30 September 2019

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 (i) convertible
bonds issued by Extrawell in an aggregate principal amount
up to HK$256,200,000 (“Sale CB-II”) from Dr. Mao at an
aggregate consideration up to a maximum amount of
HK$256,000,000 (“Consideration II”). Consideration | was
satisfied by cash consideration of HK$120,000,000 and
issuance of convertible bonds in the principle amount of
HK$200,000,000 by the Company. Consideration Il was
satisfied by issuance of convertible bonds in the principle
amount of HK$256,000,000 in four batches by the Company.

The Sale CB-I and Sale CB-ll (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 2019 and 30
September 2019 are calculated using the Binomial Model
and taking into account the dilution effect of the conversion
of the convertible bonds. The inputs into the model were as
follows:

11.

—E-NFAA=THIEREAR

TERRESFRE

RZZE—=FMA=++tH FA2A
RIFTVAIGHEEHZ  LO)EX
REFRKRERBRREBRRB L ((E
B KBBEEMBTACRARE
/£320,650,0007% T A 7] 32 iR & 5
(FETRBRESR D) BRER
320,000,000 7& (T E—1) K (i)
E%ﬁi%%%@%%ﬁ$@@
% /= £256,200, OOO}’é TTHY —H‘%
1%@%%7#&1 #=1)-
K (B & & £&256,000,0007% T (WQ
Bz RE-—EHAREEBE
% X {8120,000,0007% 7T & % 17 A&
< %8 /£200,000,0005%8 JT 2 7] #2 §&
EEZN - REZEBARAEB
2 4 #t % 17 AN & 88 /256,000,000
BT Z AR EH AT o

FEAIRRES -REFEETRAE
BH = (GBI FETRERESD R
TEAMRES  BHAAETH
Hestm - TAFER - UWETE
B FEARRESHTESF
BAER  BRTRHEEERE
AHRBRESDHERSECEEX
BA - BEE&SEATRRESL
BRBERD BRELSTEREK
00.641378 7T » 1 78 & R #F &
AR

WHEE—#t - E-# - E=HR
% /= Bt K € 58 /64,130,000
BLZEEARKRESF - BEH
MR=—Z—NEFMA=+MAE =
Z—NHFENA=1TH ZT—NF
+—A=+—HBE-_FT—AFMA
=tHEEMK - REAKBEH=-F
—NE=A=+—AR=_Z—N&F
NA=+B  RARBBKREZA
FEDEAZEANRAGE 1
SAREBRAARESZBETE -
BAZBRR Z28MT :
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Notes to the Condensed Consolidated Financial Statements

RS M HmRM

For the six months ended 30 September 2019
HE-ZE-NFAA=+TRHILXER

11. INVESTMENTS IN CONVERTIBLE 11. T8EREFRE®)
BONDS (Continued)
24 April 30 August 31 December 30 April 31 March 30 September
2014 2014 2014 2015 2019
—g-PE  —R-PmE  —R-ME  —R-FF =
NE=+R t=A=+-H mA=+A AA=1A
Stock price HK$0.4 HK$0.335 HK$0.325 HK$0.55 HK$0.107 HK$0.085
& & 04% T 0.335% 7T 0.325% 1T 0.55% 7T 0107 7T 0.085%
Exercise price HK$0.6413 HK$0.6413 HK$0.6413 HK$0.6413 HK$0.6413 HK$0.6413
i 0.6413% 1T 064137 7T 0.6413% T 0.6413/8 T 064137 7 0.64133 1T
Discount rate 18.21% 18.44% 19.04% 18.76% 17.60% 17.79%
HRE
Risk-free rate (Note a) 2.70% 2.28% 2.24% 1.81% 1.42% 0.93%
=R = Ea)
Expected volatility (Note b) 63.71% 62.61% 61.73% 58.62% 56.14% 51.70%
BHKE (HED)
Expected dividend yield (Note ) 0.00% 0.00% 0.00% 0.00% 0.00% 0.000%

BHR S E (W)

Notes: Bff 7 -

(@) The rate was determined with reference to the yields (@) ZAETH2ERGHERH
of Hong Kong government bonds and treasury bills EABNESRRESFNE
as at the date of valuation. BXREE -

(b) Based on the historical price volatility of Extrawell (o) EREFHEBENRE
over the bond period. R B 18 °

(© Estimated regarding the historical dividend payout of () BB BT R SR
Extrawell. it e

The Group recognised subsequent decrease in AEEBEEBAATRRES

fair value changes on the derivative components of REZMTEB ARFEEEE

investments in convertible bonds of HK$16,378,000 RZE-AFEALAR=+AHRE
as at 30 September 2019 (Six months ended 30 416,378,000 T (H = = =

September 2018: HK$52,680,000). —N\NFENLA=1+HLEAEA:

52,680,0007% 7T) °
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12.

PR EE

3% R 2R Y AL

For the six months ended 30 September 2019
EZE-NAFNAA=+TRHIEARER

INTANGIBLE ASSETS

The intangible assets represent an in-process
research and development project involving an
oral insulin product (the “Product”) (the “In-process
R&D”). The patents of an invention “a method of
production of oil-phase preparation of oral insulin (—
EEEORRES ZHEMERE A SR 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 (the “renewed
THU Collaboration Arrangement”). Pursuant to the
renewed 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 renewed THU Collaboration Arrangement.
The recoverable amount of the In-process R&D is
determined based on fair value calculations. The
fair value calculation used cash flow projections,
prepared by the management based on certain
key assumptions. The expected future economic
benefits attributable to the In-process R&D approved
by the management cover a 10-year period and a
discount rate of 23.73% 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.
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Notes to the Condensed Consolidated Financial Statements

BEER=E E E

For the six months ended 30 September 2019
HE-ZE-NFAA=+TRHILXER

12. INTANGIBLE ASSETS (Continued) 12. B EEE)
Based on the recoverable amount estimation, the REFEATRE €M - AAA
directors of the Company are in the opinion that EERA BANRMERRE
no impairment on the In-process R&D should be TERMME o
recognised.
13. TRADE RECEIVABLES 13. ESEWERN
The credit terms granted by the Group to its AEBRTFTEPZIEEH—
customers generally range from 90 days. % &90H -
The following is an analysis of trade receivables by BIEHEZHH(EAFEKAR
age, presented based on the invoice dates, which WEMRCERALBES) 2
approximated the respective revenue recognition 52 B 5 W R R BR B D AT
dates at the end of the reporting period: I
At At
30 September 31 March
2019
R=ZF—-h#
AA=+H
HK$’000 HK$’000
FERT T T
(unaudited) (audited)
(REBEZ) (g&E%)
30 days or less 30B= AT 1,162 767
31 to 60 days 31£60H 1,632 762
61 to 90 days 61£290H 1,854 1,692
Over 90 days 90H A E 18,934 17,954
23,482 21,175
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[GE R by E e s

For the six months ended 30 September 2019
HE-_ZE-NFNAA=+RHILXER

B 7 BN RN
ESEARREEEANE
5|2 BRI AWT :

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

At At
30 September 31 March
2019 2019
R=ZB—-h%F RZE—NF
ALA=+H =H=1+—H
HK$°000 HK$’000
FHET FAB T
(unaudited) (audited)
(RBERZ) (&= =)
30 days or less 30H e AT 1,032 696
31 to 60 days 31£60H 1,455 675
Over 180 days 1808 A £ 18,547 19,841
21,034 21,214
15. CONVERTIBLE BONDS 15. TR ES

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

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

2019/20% &5

BN FENATEE ARFIE
RZZE—=F+A=+HARKR=
T—=F+_A-_+tBA®T
K& 48 58 5 Bl £436,800,000
% 7T %.51,200,0005% 7T &) A 4
RiEH (RTBTREES—])
Nk BEEmTRBEES &
450,000,0000% 1% & & i@ f% -
AERESF 2 ZEEEXRAT
RETHHLES HEFERE
g,q °

AHMEESF-BTESFE
AR RETHBBRESRA
HE T+ FABERES AR RE
F—BBAARRERKRN B
BERETRKMN0LET A
R EHRRRS o

-
WE
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RS M HmRM

For the six months ended 30 September 2019
HE-ZE-NFAA=+TRHILXER

15.

46

CONVERTIBLE BONDS (Continued)

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

The Convertible Bonds | are issued in HK$. The fair
values of the liability component were HK$42,886,000
and HK$4,981,000 for the Convertible Bonds | issued
by the Company at 25 October 2013 and 27 October
2013 respectively, which has been determined by the
discounted cash flow approach using the prevailing
market interest rate of similar non-convertible
bonds and taking into account the credit risk of the
Company. The fair values of the conversion option of
HK$671,267,000 and HK$82,161,000 were classified
as the equity component for Convertible Bonds |
issued by the Company at 25 October 2013 and 27
October 2013 respectively, and are calculated using
Binomial Model.

On 16 June 2015, Convertible Bonds | with
aggregate principal amounts of and HK$40,000,000
were converted into ordinary shares of the Company.
During the period ended 30 September 2019, none
of the Convertible Bond | was converted into ordinary
shares of the Company.

15. ARKREZ @)

fird BT $2 B {8 o5 — R M 88 4
AN 21T A MRS+ BFEE
BIZEETARE -

ARBRER —ABITET - A
AFRR—_TBE—=%+A-+1
AR=ZF—=Ft+A=++tHR
BITAMRES 2 ABHH
¥ A 5 Bl £42,886,0007%
ot }4,981,000% T * Jh & 1B
BhIRIE SR 2R A ABEMU
FE AT AR B % /9 3R 1T T 35 A
RETE Wi RARRIZEE
B RABMR-_BE—=F1
A-t+HEBR-_Z—=%1+A
ZHtBBETZURRES —
DPEREDIZHEBRER
& 5o Bl £671,267,0007% 7T
}82,161,000/% Jt * Jh - =
BHAELFTH -

RZFB—RAFRNA+ARB &
& #8 %8 /340,000,0007% 7T 2 Al
BRESF EBBRASARF
TER - BE_T-LFNLA
=+HIEHE  SERAREE
FEEBAARNEEBR -
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15.

IGEEES

BB WRME

For the six months ended 30 September 2019

CONVERTIBLE BONDS (Continued)

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

“E-NAFAA=TBIEREA

CE: Y2 S JC )
RARAMA - 7% R ES
—BEBSZEBRIMT :

Principal Carrying

amount amount

PN ] REE

HK$’000 HK$’000

:F/BTE :F/%;E
As at 1 April 2018 (audited) R=-—Z—/\FWMA—H

(EEZ) 351,600 95,922

Interest charge (Note 5) A2 5 % (M 5E5) — 11,835
30 September 2018 —E-N\FALAR=+AH

(unaudited) (REEZ) 351,600 107,757
As at 1 April 2019 (audited) —E-NFMA—H

(EEZ) 351,600 120,978

Interest charge (Note 5) A2 5 2 (M 5E5) = 14,950
30 September 2019 —E-NFNAA=TH

(unaudited) (REEE %) 351,600 135,928

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
[I”) for the acquisition of Sale CB-Il 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.

2019/20F F Hi#k &

BANH F AR E - ARAIE
R-_ZFE—mFEMA=+MEA -
—mENA=1tH =%
—mHE+=—A=+—HBKk=
—AEMAB=FTHEITAL A
B 5 Rl £64,000,0007% T
64,000,000/ 7t + 64,000,000
7 7T }264,000,0007% 7T By A] #4
Hx1s7;¢;<( GE[AIARREH =) -
DRI EE—Ht - Bt
%Eﬁt&%m&t%%ﬂ}ﬁéﬁﬁ
BHE=- - JRREF -2 ZH
BRAET RBITEHRET
BAEZBDNHE -

AHMEESF_ETESTSA
ARER - R AT AR RE S
“HAMRTFARE AR
It — BB ARRR K -
BBELERKRMOLET
AR REEERRRS -
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RS M HmRM

For the six months ended 30 September 2019
HE-ZE-NFAA=+TRHILXER

15.

CONVERTIBLE BONDS (Continued)

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

The Convertible Bonds Il are issued in 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:

15. Wi R &S @)

fird BT 42 B {8 o5 — R 88 4
AN 21T A MRS+ BFEE
BIZEETARE -

AR ER ZABITEIT - &
AAIR=ZZT—WFEMNA=+m
A - —ZEZ—m&ENA=+H"
T NMNFEF+ZA=+—HEK
—E-RFWNA=tHEITZ
ARBREF-—BEDIIZA
F & % Bl 6,622,000 JT
6,916,000/ JT * 7,577,000/
JC }7,790,0007% JT * Jh & B
BEBREREE  FAEMU
FE AT 2 AR & % /9 R 17 T 45 A
RETE Wi RARARAZE
ERE ARFRZFT— K
FUWA-_+WMH - —_F—©W
ENA=Z+RA - —E—MWE
+-—A=+—HBE-_Z—"F
MA=t+HBETZABLRKRE
Ao BEABREIZER
# 2 FE 5 5l 5131,454,000
s ot~ 118,983,000/8
ot~ 112,597,000 x© K
109,371,000% 7t * Jh | B =
BEARXAE - mAZEKER
Z2HWMT

Principal amount of HK$64,000,000

7 4 ¥64,000,0007 7T
24 April 30 August 31 December 30 April
2014 2014 2014 2015
“E-mOF —2-mF “E-mF “2-1%
mA=+MmA NA=+H +=A=+-H MA=+H
Stock price kB HK$1.42%870  HK$1.19% T HK$1.16%87t  HKS$1.16% T
Exercise price 16E HK$0.40%8 7T  HK$0.407% T HK$0.40%8 7T  HK$0.407% T
Discount rate i R 25.46% 24.92% 23.78% 23.44%
Risk-free rate (Note a) & LI 7 2 (i Ea) 2.20% 1.84% 1.85% 1.48%
Expected volatility (Note b) 78 88 08 (Bt +Eb) 84.57% 82.53% 80.79% 79.49%
Expected dividend yield (Note ¢) 78 H3A% 5 U & % (Fif 3£ c) 0.00% 0.00% 0.00% 0.00%
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AR S T B R M=

For the six months ended 30 September 2019
EZE-NAFNAA=+TRHIEARER

15. CONVERTIBLE BONDS (Continuea) 15. ¥ RES @)

Notes: Bt &

(@) The rate was determined with reference to the yields (@) ZANED2ZRHEBDRE
of Hong Kong government bonds and treasury bills BERMNEFREHFHE S X
as at the date of valuation. #EE °

(b) Based on the historical price volatility of the Company (o) ERELFHEARTNBE
over the bond period. PR fE R 0 o

(© Estimated regarding the historical dividend payout of () BARRQEH B E R SR
the Company. fe

None of Convertible Bonds Il was converted into RMEPEER SETR

ordinary shares of the Company during both interim BREHF-_EEBEHBAEAQAE

periods. AR o

The movement of the liability component of RPMEHHE I RKRES=

Convertible Bond Il for both periods is set out below: ZBEBIZEHEINT

Principal Carrying
amount amount
& Bk [ B

HK$’000
THR

As at 1 April 2018 (audited) R =
(') 256,000 61,064

Interest charge (Note 5) B (M 5£5) — 5,962
30 September 2018 —ET-N\FAA=+H

(unaudited) (REFEZ) 256,000 68,129
As at 1 April 2019 (audited) R=-"ZF—hLFWMWA—H

(K& 2% %) 256,000 75,970

Interest charge (Note 5) B (M 5£5) — 8,794
30 September 2019 —ET-NAFNA=1H

(unaudited) (REFEZ) 256,000 84,764
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For the six months ended 30 September 2019
HE-ZE-NFAA=+TRHILXER

15.

50

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 Ill, at the conversion price per
share of HK$2.5, subject to anti-dilution clauses.

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

15.

CE: Y2 S JC )
ARAABER-ZT WAL
A-+NBETALBER
715,000,000 T &9 AJ #2 A% {8
H(RBARBEHF=) - A
Y 3 AE519 AR A = AT 40 B f
H=2REFBER3EY% -
RETRMECBFEASE
HY o

ABRBRESF=ETEFFKHA
AR REBEITAHAMRESR=
B H1& £ & A BE R 15 AT 8 A
BRZEBRAARRERD &
BERERKMN258 T B
2 REEIRFRA o

fisf AT 48 BB o5 = R B 3
AR ETHSMRT EBFEE
HizmETAER -
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15.

[GE R by E e s

For the six months ended 30 September 2019

CONVERTIBLE BONDS (Continuea)

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

= E-NFAA=THIEREAR
15. Wi R &S @)

AHARREE = AB T BT o &
ARR=ZZTE—mELA=F+N
BEazAREHF=8E
22 2~ I B £233,547,000
B HEBBERERE
M BEUETRRES
MIMITMBREREE Wt
EARBIZEERK - AR
ARZZE—mFE+ A=+ N\H
Bz BRREF=SER
a2 BREAFTESR
136,646,000/& 7t * TR A =
BAEAGFE - AZERX
Z2HMT

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

—EZ-mMEELA=-+NH
75 & ¥8715,000,0003% T

Stock price A& (& HK$1.277 7T
Exercise price 1IfEE HK$2.57% 7T
Discount rate AL 37 & 24.67%
Risk-free rate (Note a) 4 3 B A K (M 2Ea) 1.63%
Expected volatility (Note b) 8 A7 8 1@ (Pt 5 b) 80.04%
Expected dividend yield (Note ¢) T HA IR B 2 R

(P ) 0.00%

Notes: Bt &

(@) The rate was determined with reference to the yields (@) RANE2ERGEDR
of Hong Kong government bonds and treasury bills BEAEABRFNESRESNE
as at the date of valuation. BEREE -

(b) Based on the historical price volatility of the Company (b) HEREHFHBEAQFTNA
over the bond period. A RERE °

(©) Estimated regarding the historical dividend payout of (©) BEAATHBEREIR

the Company. M EHEE -

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

2019/20%F H Hj

AW R H E R B A A
BREF=ZEER D/ AREE
B -
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RS M HmRM

For the six months ended 30 September 2019
HE-ZE-NFAA=+TRHILXER

15.

52

CONVERTIBLE BONDS (Continued)

On 26 July 2019, the Company and the Extrawell (the
bondholder of Convertible Bond Ill) (the “Bondholder”)
entered into the Amendment Deed pursuant to which
the Company and the Bondholder have conditionally
agreed to amend the interest payment terms of the
Convertible Bonds to the effect that i) the interest
payment due dates shall be amended from payment
of interest in arrears annually to payment of interest
for the periods from 28 July 2018 to 27 July 2019,
28 July 2019 to 27 July 2020 and 28 July 2020 to
27 July 2021, on or before 28 July 2021; and ii) the
Company shall pay to the Bondholder a sum of
additional interest in the amount of HK$11,261,250
on 28 July 2021 (representing 15% per annum on the
annual interest payment under the Convertible Bonds
multiplied by three), being the additional interest for
2-year extension for the payment of interest for the
period from 28 July 2018 to 27 July 2019 and 1 year
extension for payment of interest for period from 28
July 2019 to 27 July 2020.

15.

;R ES @)
R-TE—AFELA=-+xA8"
AREEBBEGIRRES=
Z2EHFBFENTEFEBAD
I EET IR - Rt - RAF]
rEFBBEAEBEKERE
& ] Al R (B 5 1 FI B 2 f+F
fé 3k - B A B S A5 B HA A e
REEEFEHINEENE
BAERZZE-_—F+ A=+
Az Xt =F—N\&F
+tA-+N\BE-_E—hF+t
A-++tBEHENAE  —F
—NWFtA=-+N\HE=ZZ=
TELA-+LtBEHENF A
rZZT_FTFLA=-_F+NEHZE
—E—F+LtAZF+EHBF
BiRNARBRIAR=-_T=_—
FEA-tTN\BAELHFEBA
XA EEANF B & KE11,261,250
BT (HERRATBRRESRZ
B FF BN FIRFF ER15% )
=fEENEHE) EAH=
E-N\FLtA-+N\RE=ZE
—LFtA=t+tRAHENF
BRH2ESHN  ARBE -
—NWFEtA=-+tNHE=ZE=
TFELA-+EHBBNF R
TEHFE S RIEEINF B o
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[GE R by E e s

For the six months ended 30 September 2019
HE-_ZE-NFNAA=+RHILXER

15. Wi R &S @)

15.

CONVERTIBLE BONDS (Continued)
The movement of the liability component of
Convertible Bond Ill for both periods is set out below:

As at 1 April 2018 (audited)

R=-F—-N\FHEA—H

R - JakEsR=A
BEAZEFHFHNT

Principal Carrying
amount amount
PN ] REE

HK$'000 HK$'000
TETT TR

(&ER) 715,000 415,765

Interest paid [EENEAIPSN — (25,025)

Interest charge (Note 5) B (M 5£5) — 37,486
30 September 2018 —ET-N\FALA=+H

(unaudited) (REFEZ) 715,000 415,765
As at 1 April 2019 (audited) RZ-ZZ—NLFMNA—H

(BER) 715,000 461,684

Interest charge (Note 5) #8253 (ff 5£5) — 50,387
30 September 2019 —ET-NAFNA=1H

(unaudited) (REFEZ) 715,000 512,071

2019/20% &5

-
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BEER=E E E

For the six months ended 30 September 2019
HE-ZE-NFAA=+TRHILXER

16. SHARE CAPITAL 16. B
Number of
shares Share capital
i % & B
'000
TR
Ordinary shares of FREE0.017 T i L& &
HK$0.01 each
Authorised: ETE
As at 1 April 2018, 30 R=ZF—N\FEHA—H -
September 2018, 1 April —E-NFAAR=T+H"
2019 and 30 September “E-NFEA-HBR
2019 —ZE-NWENR=TH 50,000,000 500,000
Issued and fully paid: BEITRAR:
As at 1 April 2018 (audited) RZZT—-N\EWA—AH
(f& &%) 1,404,193 14,042

As at 30 September 2018 RZE-N\ENLA=1H
(unaudited) (REEER) 1,404,193 14,042

As at 1 April 2019 (audited) RZZE-NFMUA—H

(&%) 1,464,193 14,642
As at 30 September 2019 RZZE-—AFAA=1H
(unaudited) (REER) 1,464,193 14,642
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17.

RS MR R

For the six months ended 30 September 2019
HE-_ZE-NFNAA=+RHILXER

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;

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

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

17. EMITAZATVEE

REEHEERRATE
HEZAEEEBERY
AFE
AEERSEREER S
EHMRELFEFE TR
P 8% & B AR 20 () B8 E 2
CREEREBRABEZAF
BELEEMAGEEDERS
ABE) WRARFENE
BMABBZABRERRE
RHAFEAES XS DZ
RYFEREFNE-—2F=
) e

J F—RRTVEFERRE
HREERAERER
T 45 P B 1% CR &8 7
B)FH:

o B-BATHEIEER
F— Rt A2 A
R S 1
(B0 {8 48) =% P #2 (B &5
BT BRE AL
BB R

. E=ZRAFEFEER
BEFAYEREATER
M5 EM(EEE R
AEMRZEESREE
BABRZHETAR
4o
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RS M HmRM

For the six months ended 30 September 2019
HE-ZE-NFAA=+TRHILXER

17. FAIR VALUE MEASUREMENT OF 17. EMIBEZAFEFE
FINANCIAL INSTRUMENTS (Continued) (&)
Fair value of the Group’s financial assets BRELEHEERATE
that are measured at fair value on a FTEZAEEERMEEZ
recurring basis (Continued) AEEE)
Fair value as at Fair value
Financial assets 30 September 2019 hierarchy
AFE
EtRMEE R=ZZB-—NAGFhLhA=Z=+HZATFE ZEEB&5
Financial assets held-for-trading  HK$Nil Level 2
(31 March 2019: HK$Nil)
REESBMEE e EZR

(ZE—NE=A=+—H8:Z%x)

Sale CB-I| and Sale CB-II HK$97,661,000 Level 3
classified as financial asset at (81 March 2019: HK$111,942,000)
fair value through profit or loss
in the condensed consolidated
statement of financial position.

REALEZE BRI RAD EAIKE 97,661,000 T FE=H
AEEFABRZeREEZSF (CZZTE—NF=ZA=+—8:
EAMKRES —REFEUTRKE 111,942,000/ 7t)
Foe
There is no transfer between different levels of the fair REBEEZZT-—NFE=ZT—N
value hierarchy for the periods ended 30 September FNA=THBIEHHE  TEA
2019 and 2018. AR B2 B E A
i o
The directors of the Company consider that ARNBEEZRA  REAKE
the carrying amounts of financial assets and B 75 ¥R = 0 DA B8 8H K AR B BR
financial liabilities recorded at amortised cost in JeRmEERSRBE R
the condensed consolidated financial statements HEREEQATEERSE -

approximate their fair values.
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RS MR R

For the six months ended 30 September 2019
HE-_ZE-NFNAA=+RHILXER

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 technigues and inputs to
the model and reports the findings to the board of
directors of the Company every half year to explain
the cause of fluctuations in the fair value of the
financial instruments.

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

17.

EMIAZRATVEE
(%)
AFEFEREHEER

ARBEREEERKER
RBEARRBEELEZAF
Bt Z2EE[ETELS
Az -

EHAEEXREBEZATE
B ANEEEARLE AR B
MZHE - AL ES R
ABEZBERT  AEEZRE
FE=NRERGEMETH
B - NRAFEGERIEEE
MEZAME BLERZMH
BHEREXBAKE A
BYXFRAESHERANARA
BEFEgER UBES®T
ARTEEKSZRA -

ERETSMI AR FEM
RzBETERBARERZ
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2019/20F R His s EMBERENBEERAT 57



Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 September 2019
HE-ZE-NFAA=+TRHILXER

18. COMMITMENTS
(@) Other commitments

58

(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
L & Ok % i % % B R R A (Jiangsu
Prevalence Pharmaceutloal Limited)
(‘Jiangsu Prevalence”);

18. Hif

(a)

H At &I

(i)

(i

nR—ZF—-——F%AA
“+hA ELEER
BRI ER G ELER
14 B & AR A
BANEZAEERA
30,000,000 7T 2 &%
TREEREERET
BAECCHELEHAE
51% 80z B A7) A
EHRBEARBES X
EmEAARIER -

RRBEEZBHER
—E-N\E=ZA=1+—
A BHEFERAZEH
48 K 4R Bt R 5 AR T R
FERZERBED RN
10,579,000 7T (=&
— + 4 :10,579,000/%
7T) }%19,421,000/8 7T (=
T — + 4 : 19,421,000
FEIL) °

b'/‘_? ZERETATN
REBRAEBR QA
(szi@l)* hBEERE
~ A ([F &) kA&t
E?yt THEEERA
MERERREZAE
(AEDZEEBZE
(&EmHED

M EESEREE
2EMBRAAR
HEXERAF
(M=) R A E
BN B E
E S AT DA
MIKEmEXR
R 2 8 ([T # Ik
25 ])

INNOVATIVE PHARMACEUTICAL BIOTECH LIMITED 2019/20 Interim Report



Notes to the Condensed Consolidated Financial Statements

RS MR R

For the six months ended 30 September 2019
HE-_ZE-NFNAA=+RHILXER

18. COMMITMENTS (Continued)
(@) Other commitments (Continued)
(i) (Continued)

@

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

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

18. A& @)

(a) HfxEE#)

(i) (#&)

@

R 15 35 18 K
- 2EBRRE
K (A R & 7))
NN )
HREHEERAR
#40,000,0007T
ZHRE BIEX
0T %% & £ 5t
Z AR K
AR R BT &
2B )N T U £ 3
KBz —FHEE
(IR =) P 7% &
- ZBERR
SEAEEZA
RS =BER
h(TZEm])

FiRBET LA
B E R 3m & 5T K
TSt Y B R
Iy 2 % 12 8 13t
0T &k 22 58 (fi
gk B B) R B
ZRELRAR
35 86 & B H e
R FH BT
FEERRD
MRS iRE
EE-—BEZ
Zm ARK6D
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FRERARK
180,000,0007T
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#E T ABIR) ¢
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For the six months ended 30 September 2019
HE-ZE-NFAA=+TRHILXER

18. COMMITMENTS (Continuead) 18. &AiIE (@)
(@) Other commitments (Continued) (@) HuxiEE)
(i)  (Continued) @iy  #&)

(38)  Unless the New Medicine Certificate in B KRIEFPHERBFEE
respect of the Medicine has not been B & 5t A BE %
granted by the relevant PRC authorities, mE T EE
Welly Surplus shall procure Fosse E WmAGRE
Bio to allow the manufacturing of the B EFIIEHIK
Medicine by Jiangsu Prevalence and to LR EREmD -
assist Jiangsu Prevalence to obtain the I 1 B T &R IR %
relevant Pharmaceutical Manufacturing 1E % R AR 78 5% @
Permit ( %% @ 4 E = # & ) for the EETAIE
manufacture of the Medicine during the R A & & B
Initial Operating Period. NELEZ o
Under the Cooperation Agreement, B & & E &
Fosse Bio has agreed to guarantee the ‘AR EER
due performance by Welly Surplus of B ERITH
its obligations and liabilities (“Secured ERBRAM 2 &
Liabilities”) as mentioned in the above % KB E(HER
paragraphs, provided that the maximum EMED BT
liability of Fosse Bio under such RERERET
guarantee shall not exceed 51% of the ZEELRAE
Secured Liabilities. The Cooperation BBREREEZ
Agreement became effective upon the 51% > & 1E &
shareholders’ approval in the special R F—
general meeting of the Extrawell held on A=BERBESR
3 January 2007, until the expiry of the T2 IR AR
Initial Operating Period. R R L R

£ BEENH
2E B E W e
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BEiEa

Pt 75 R R Y =

For the six months ended 30 September 2019

18. COMMITMENTS (Continued)
(@) Other commitments (Continued)
(i) (Continued)

®)

(Continued)

On 19 October 2006, Sea Ascent
and Welly Surplus also entered into
a sale and purchase agreement (the
“SP Agreement”) pursuant to which
Sea Ascent agreed to sell and Welly
Surplus agreed to acquire (i) the entire
share capital (the “Sale Share”) in Joy
Kingdom; and (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 8 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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BEiENS

Br R R AL

For the six months ended 30 September 2019

J’—LT—FE

Bx

18.

(a)

19.

62

NFEAA=TRHIEAREA

COMMITMENTS (Continued)
Other commitments (Continued)

(i) Pursuant to clinical trial of the oral insulin
project, Fosse Bio has entered into service

contracts with @ = # —

BEMZERAA

(the “Project Administrator”) dated 31 October
2018 with value in total of RMB12,654,730
and RMB14,675,000 respectively for provision
of clinical trial management services and the

related clinical studies.

RELATED PARTY TRANSACTIONS

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

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

Amount due to Dr. Mao,
a shareholder of the
Company*

Compensation of key
management personnel:

Short-term employment
benefits

Post-employment benefits

ENRENEARRBRR
EBLZRBERX

BRARARRESL
2 %A
EBEBARZBH
& 518 B4R F

BERL &R A

AIE )
Hfth A& IE (2)
(i) EBHERERY—BER
BRERAR(EEERE
ADBORKRSXEE
ZHERABR=ZZ—N
F+A=+—HFI 2R
BELN  BESNAA
R #12,654,7307T & A
R #14,675,0007T © &
BRRERAARE R
BR 75 K A8 B8 BG R #l B o

18.
(a)

19. BEALRS
7N &= B 5 HA N B Y i
TZXHMT:

AL#

Six months ended
30 September
BEALA=1tHLAMEA
2019
—2-—hF

2018
—N\&F
HK$’000
TF# T
(unaudited)
(R EZ)

HK$°000
FHET
(unaudited)
(R E &)

336 336
7,000 25,000
1,375 1,375

18 18

*

The amount is unsecured, non-interest bearing and

repayment term was three years after drawndown

date.

* Ei?ﬂlﬁﬁﬂﬁﬁ&ﬂ%‘
KA BZKBER= i
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19.

20.

BEiEa

Pt 75 R R Y =

For the six months ended 30 September 2019
HE_Z-NFAA=1THILXEH

RELATED PARTY TRANSACTIONS

(Continued)

On 23 June 2019, the Company and Dr. Mao, being
a substantial shareholder of the Company, entered
into a sale and purchase agreement to disposal (i)
457,510,000 ordinary share(s) of Extrawell and (i) the
convertible bonds issued by Extrawell in principal
amount of HK$577,170,000 with no interest bearing
at an aggregate consideration of HK$270,000,000
(the “Disposal”).

On 4 October 2019, the Disposal was approved in
the Special General Meeting and completed on 8
October 2019.

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 # In & 2 %2 & B £ R 2 7] (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

19.

20.
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& () ¥ % 2457510 ooo
f% 38 A% K (i) 75 18 AT B 1T A
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W) 5 45 B BR 2 7 ([ 15 (7
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For the six months ended 30 September 2019
HE-ZE-NFAA=+TRHILXER

20.

64

CONTINGENT LIABILITIES AND
LITIGATION (Continued)

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

of CNL (Pinghu) were to be frozen, but the actual
amount frozen was HK$222,000 as at 30 June
2012, which was significantly lower than the amount
stated in the civil ruling. The frozen balance was
released during the year ended 30 June 2013. On
14 January 2013, an independent construction
consulting company, which was appointed by
Pinghu District Court, issued a statement certifying
the total construction cost incurred would be in
a range between RMB15,093,000 (equivalent to
approximately HK$19,142,000) and RMB18,766,000
(equivalent to HK$23,801,000). According to the
relevant legal opinion dated on 29 July 2013, the
possibility for Pinghu District Court for adopting
the construction cost of RMB18,766,000 is higher.
On 20 December 2013, the #T /T4 F# ™ A R % Br
(People’s Court of Pinghu City, Zhejiang Province)
delivered a further civil ruling, pursuant to which,
CNL (Pinghu) shall, after the said civil ruling came
into force, pay to Jiangsu Ruifeng, among other
things, a fee of RMB3,309,000 (equivalent to
approximately HK$4,197,000) for the construction
services rendered. CNL (Pinghu) filed an application
to appeal to # T & & & M R B A R IR (the
Intermediate People’s Court of Jiaxing City, Zhejiang
Province). On 25 April 2014, # T & & & m F &
A R % BT upheld the original ruling of #7 /T & F
# ™ A R & Bt and the Company was required to
pay approximately RMB4,223,000 (equivalent to
approximately HK$5,333,000) to Jiangsu Ruifeng.
Full provision had been made by the Group in this
regard as at 30 September 2014. During the year
ended 31 March 2015, the Company has received
payment notice of approximately RMB2,897,000
(equivalent to approximately HK$3,660,000) and
settled accordingly. There is no further payment
was made by the Company for the period ended 30
September 2019.

20.
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