|

INNOVATIVE PHARMACEUTICAL BIOTECH LIMITED
BMBEREMRRBRAG

(Incorporated in the Cayman Islands and continued in Bermuda with limited liability)

(RASHESFMR IR EREFEZBRAF)
(Stock Code A H5% : 399)

2022

Annual Report
FiR



18

21

22

34

Corporate Information

DREER

Chairman’s Statement

EE®/E

Management Discussion and Analysis
EEBNRR DM

Management Profile
EEEBRE

External Consultant Profile

SMBES R R

Corporate Governance Report
TEERRE

Report of the Directors
ExzgwsE

46

53

55

57

59

61

139

Independent Auditors’ Report
B 3 % A

Consolidated Statement of Profit or Loss and
Other Comprehensive Income

ReBREREMZERER

Consolidated Statement of Financial Position

REHMBRR R

Consolidated Statement of Changes in Equity
mEREEH X

Consolidated Statement of Cash Flows

RERERER

Notes to the Consolidated Financial
Statements

REMBHRMEE

Financial Summary

B LR



' (ﬁ o\

7a

Corporate Information

NREEH

BOARD OF DIRECTORS

Executive Directors
Gao Yuan Xing
Tang Rong

Non-executive Directors
Jiang Nian (Chairman)

Xiao Yan

Wu Yanmin

Independent Non-executive Directors
Chen Weijun

Wang Rongliang

Chen Jinzhong

Audit Committee
Chen Weijun (Chairman)
Wang Rongliang

Chen Jinzhong

Remuneration Committee
Wang Rongliang (Chairman)
Jiang Nian

Chen Jinzhong

Nomination Committee
Jiang Nian (Chairman)

Wang Rongliang

Chen Jinzhong

HONORARY CHAIRMAN

Mao Yumin

COMPANY SECRETARY

Poon Hon Yin

2 INNOVATIVE PHARMACEUTICAL BIOTECH LIMITED 2022 Annual Report

Exg
BITES
B

HRHTES
BEEE)
5B 3 &

BYFHTES
RIEE
FER

R &

BEREESG
REZ(XE)

R &

FMEES
TRR(ZEE)
BF

RE+

REEZEE
BEEE)
FER

R &

BEXRE
ETHMR

DEME
ERE



REGISTERED OFFICE
Clarendon House

2 Church Street

Hamilton HM 11, Bermuda

PRINCIPAL PLACE OF BUSINESS IN

HONG KONG
Unit No. 2111, 21/F.
West Tower Shun Tak Centre
168-200 Connaught Road Central
Sheung Wan, Hong Kong

PRINCIPAL SHARE REGISTRAR AND
TRANSFER AGENT

Conyers Corporate Services (Bermuda) Limited
Clarendon House

2 Church Street

Hamilton HM 11, Bermuda

BRANCH SHARE REGISTRAR AND
TRANSFER AGENT IN HONG KONG

Tricor Tengis Limited

Level 54, Hopewell Centre

183 Queen’s Road East

Hong Kong

(new address with effect from 15 August 2022:

17/F, Far East Finance Centre, 16 Harcourt Road, Hong Kong)

AUDITOR

Elite Partners CPA Limited
10/F, 8 Observatory Road
Tsim Sha Tsui, Kowloon
Hong Kong

PRINCIPAL BANKER

Bank of Communications Co., Ltd.

STOCK CODE
399

COMPANY WEBSITE

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

Corporate Information
ANRIER

R ER
Clarendon House

2 Church Street

Hamilton HM 11, Bermuda

BRETEERMBE

BB LR

T 38 $168-2005%
ER RS
212N E

ROECEAERBFRER

Conyers Corporate Services (Bermuda) Limited
Clarendon House

2 Church Street

Hamilton HM 11, Bermuda

EEROEBELEIER
BFERER

BEZRIEBRAR

&5

25 KEHR1835%

A L5418

It - —FNATHEABRAER:

EBERBICHEERSMPOLTE)

% L Em
ATEEestMEEAERA R
&5

e E|
KX & E8IR104E

TEARBT
ZBRITRGERAT

IR A X 5%

399

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

202254 EMBERENNEERLA



%Y

(&Fxﬁ\p

Chairman’s Statement

ERHRE

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 audited
consolidated financial results of the Group for the year ended 31
March 2022 (the “Financial Year”) with comparative figures for
the year ended 31 March 2021 (the “Previous Financial Year”).

The Group is facing harsh business environment due to the
COVID-19 pandemic has continued to cause a severe blow
of the economy. The revenue of the Group has dropped
to approximately HK$11.1 million for the Financial Year as
compared with the revenue of approximately HK$15.2 million
recorded in the Previous Financial Year. Furthermore, the
progress of the Group’s clinical trial of the oral insulin product
was disturbed by the lockdown of certain areas in China. The
launch of the product would be further postponed to mid of
2024,

The Group recorded the profit attributable to the owners of the
Company for the Financial Year amounted to approximately
HK$45.8 million as compared with the loss of approximately
HK$204.9 million in Previous Financial Year. It is attributable to
the completion of the second amendment of Convertible Bonds
and the Convertible Bonds were restated to the fair value of
the liability component upon the completion of the amendment
which was less than their carrying value. Accordingly, a
non-cash item amounted to approximately HK$250.7 million was
credited to the income statement for the Financial Year.
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OUTLOOK

The business environment is still challenging in the coming year.
The COVID-19 pandemic and the geopolitical tensions will lead
the economic uncertainties in the global business environment.
We anticipate that it may take longer time to get the recovery of
the Group’s trading of beauty equipment and products business.

The management team has actively worked with the contract
research organization to speed up the progress of the clinical
trial once the lockdown had been released and make the best
effort to achieve the schedule of commercialization of the
product.

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 year, and my most sincere appreciation
to the directors, management, and staff at all levels for their
dedication, hard work, and contributions to the Group.

Jiang Nian
Chairman
Shanghai, 26 July 2022
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Management Discussion and Analysis
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BUSINESS REVIEW

Group Results

Revenue of the Group for the Financial Year amounted to
approximately HK$11,145,000, representing a decrease of
approximately 26.6% as compared with the total revenue
of approximately HK$15,189,000 that was recorded in the
Previous Financial Year. The decrease was mainly attributable
to the decrease in business of the trading of beauty equipment
and products segment during the Financial Year. The Group
recorded a profit attributable to the owners of the Company
amounted to approximately HK$45,803,000 for the Financial
Year as compared to loss of HK$204,939,000 in Previous
Financial Year. The change from loss to profit is mainly due to
the non-cash item result from the completion of the second
amendment of Convertible Bonds. The Convertible Bonds were
restated to the fair value of the liability component at completion
date of the second amendment of Convertible Bonds which
was less than their carrying value. The difference of the carrying
value and the fair value of the liability component amounted
to approximately HK$250,654,000 was credited into income
statement for the Financial Year.

Trading of beauty equipment and products

During the Financial Year, revenue from the trading of
beauty equipment and products amounted to approximately
HK$11,145,000, representing a decrease of approximately 26.6%
from the revenue in the amount of approximately HK$15,189,000
that was recorded in the Previous Financial Year. The decrease
in trading revenue was mainly due to the COVID-19 pandemic
is still affecting the business particular the another wave of
COVID-19 outbreak in early of the year 2022.

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 in-process R&D was recorded as intangible asset in Group’s
consolidated statement of financial position with carrying
value of HK$1,373,224,000. The management performs the
impairment assessment at the end of each reporting period.
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BUS' N ESS REVI EW (Continued)

Research and development «continueq)

The recoverable amount of the intangible asset is determined
based on fair value calculations which used cash flow
projections prepared by the management of the Group using
certain key assumptions. Key assumptions for the fair value
calculations were based on estimated cash inflows derived from
budgeted sales and gross margin which estimated based on the
expectations for the market development.

At the end of the Financial Year, the Directors of the Company
have performed impairment assessments on the intangible asset
by reference to the valuation conducted by Roma Appraisals
Limited, an independent qualified valuer. 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 31 March 2022.

Prior to the commercialisation of the Product, the Group
will need to go through, among others, the following key
development stages: (i) execution of clinical trial testing; (ii)
data and outcome analysis; (iii) preparation of the outcome
report; (iv) entering into of production arrangement; (v) sourcing
of raw materials; (vi) possible marketing activities or pre-sales
preparation work; (vii) submission of the clinical trial report to
National Medical Products Administration; (viii) applying for the
new medicine certificate and the manufacturing permit.

The management of the Company is closely working with the
contract research organization (the “CRQO”). The Part B of phase
Il clinical trials (the “Clinical Trial”) had registered in the Center
for Drug Evaluation, National Medical Products Administration
(“NMPA”) in October 2019.

The enrolment of the first batch of patients for the Clinical Trial
testing has commenced in July 2020. At the end of the Financial
Year, 266 patients have been enrolled in selected participating
hospitals to take place in the Clinical Trial. The enrolment of
patients will be an ongoing process.

As at the date of this report, The Group has invited 24 hospitals
to participate in the Clinical Trial, of which 19 hospitals have
already accepted the invitation.
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Management Discussion and Analysis
BIREatam MO

BUSI N ESS REVI EW (Continued)

Research and development continueq)

Due to another wave of the coronavirus pandemic outbreak in
early 2022 and the lockdown of Shanghai and areas nearby, the
normal operations of the participating hospitals for the Clinical
Trial had been severely disrupted. In order to ensure the safety
of patients and clinical researchers, research projects such as
the Clinical Trial had been temporarily suspended and as result
there had been a delay in the selection and enrolment of patients
for the Clinical Trial. Based on the latest information available
to the Company and subject to the development of COVID-19
epidemic, the Product is expected to be launched in the market
and available for sale at selected hospitals by mid of 2024. The
Group is expected to generate a stable source of revenue and
profit after the launch of the Product taking into account that
(i) there is massive demand in the PRC for innovative insulin
products in light of the growing diabetic population; (i) once
the Product is launched, it is expected to become the first oral
insulin drug available in the market; (iii) the Product is expected
to be sold at a reasonable price range and will provide a
superior and effective treatment method for diabetes patients;
and (iv) once the Product is launched, it will be protected for
a period of 5 years under the current regulations in the PRC
which prohibits other companies from manufacturing and/or
undergoing clinical trial for similar products.

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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BUS' N ESS REVI EW (Continued)

Research and development «continueq)

The in-process R&D held by the Group, through Fosse Bio-
Engineering Development Limited (“Fosse Bio”). Fosse Bio is a
subsidiary of Smart Ascent Limited (“Smart Acsent”). The Group
and Extrawell Pharmaceutical Holdings Limited (“Extrawell”) and
its subsidiaries (“Extrawell Group”), owns 51% and 49% of equity
interest in Smart Acsent respectively. Extrawell is a company
listed on the main board of the Stock Exchange of Hong Kong
Limited.

On 27 July 2018, a shareholders’ loan agreement was entered
into between the Group and Extrawell Group, pursuant to which,
the Group and Extrawell Group agreed to advance a total sum
of HK$30 million with a term of 60 months to Smart Acsent in
the proportion of 51% and 49% respectively to finance the In-
process R&D. The facilities of HK$30 million has been fully
utilised by installments.

On 3 March 2022, another shareholders’ loan agreement was
entered into between the Group and Extrawell Group, pursuant
to which the Group and Extrawell Group agreed to further
advance a total sum of HK$12 million with a term of 60 months
to Smart Acsent in the proportion of 51% and 49% respectively.

Convertible bonds issued by the Company

The Company acquired 51% interest in the share capital of
Smart Ascent in the year of 2014. As part of the consideration
of the acquisition of Smart Ascent, on 28 July 2014, the
Company issued to Extrawell (the “Bondholder”) the convertible
bonds with 3.5% interest per annum for a conversion period
of 7 years from the date of issue in the principal amount of
HK$715,000,000 (the “Convertible Bonds”). The interest was
originally paid annually.

On 26 July 2019, the Company and the Bondholder entered
into the amendment deed (the “Amendment Deed”) in which
the Company and the Bondholder agreed to amend the interest
payment terms of the Convertible Bonds to the effect that i) the
payment of the interest payable in year of 2019 to year of 2021
would be made on or before the maturity date of the Convertible
Bonds, i.e. 28 July 2021 (the “Maturity Date”); and ii) additional
interest of HK$11,262,259 (the “Additional Interest”) would be
paid on 28 July 2021.
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Management Discussion and Analysis
BIREatam MO

BUSI N ESS REVI EW (Continued)

Convertible bonds issued by the Company (continued)
On 12 May 2021, the Company and the Bondholder entered into
a second deed of amendment (the “Second Deed Amendment”)
pursuant to which the Company and the Bondholder have
conditionally agreed to amend the terms of the Convertible
Bonds (as amended by the Amendment Deed) (the “Second
Amendment”) to the effect that:

(@ the Maturity Date shall be extended from 28 July 2021 to
28 July 2023;

(b) the interest payment date of the Convertible Bonds shall be
further amended and superseded as follows:

()  the Convertible Bonds shall bear interest on the
principal amount thereof in accordance with the
following interest rate and payment schedule:

¥ O
ARABBRITZUBKRES @
R-E-_—FHA+-H ARAINEHF
BEAFNE_NEBITRZE(E _HIER]
ZED BRI REFHEBEAEESIK
HRIBEFT AT RERES 2 IBER(EIEFT R
BT E ZREE]) - Bl :

(@ HHBER-_ZT-_—FtA=-+/\H
gz —_E-_=F+A=-+/\H:

(o) FIBBREFZNEEHETE—FE
A RERA AT

() FABEEFHEELAEHE R
BRIIF R R A RS R KRGS

—E-\FtHA-+LH

Interest Period Interest Rate Payment due dates
NEHE A = IAMAERA
28 July 2014 to 3.5% per annum on the principal amount of On or before 28 July
27 July 2015 the Convertible Bonds 2015
“E-WELAZTN\BE | RABRKREFAS BT HETF3.5% “T-REF
“E-RFtAZt++tH T AZ+NA\B%ZA
28 July 2015 to 3.5% per annum on the principal amount of On or before 28 July
27 July 2016 the Convertible Bonds 2016
—T-AFtAZTNARE | BURAREF TS BEAEETFI5% —E-REF
—E-REtAZTtH T AZ+N\B%ZA
28 July 2016 to 3.5% per annum on the principal amount of On or before 28 July
27 July 2017 the Convertible Bonds 2017
ZE-RELtAZTN\BE | RABRKREFASETHEEF35% —T—tF
—E-t+tH+A-+T+tH T AZ+N\BHEZA
28 July 2017 to 3.5% per annum on the principal amount of On or before 28 July
27 July 2018 the Convertible Bonds 2018
“EtFLAZTN\BE | RUBRREFASHETETF35% —T-N\F

TAZtTN\BEZH
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BUS' N ESS REVI EW (Continued)

Convertible bonds issued by the Company (continued)

(b)  (continued)

(i)
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(Continued) n @&
Interest Period Interest Rate Payment due dates
HEHE F %= I RE
28 July 2018 to 3.5% per annum on the principal amount of 28 July 2023
27 July 2019 the Convertible Bonds
—TE-NEFELAZTN\HE | BARREF TS BEAEETFI5% =%
E—-NF+tHA=-++tA +AZ+ANH
28 July 2019 to 3.5% per annum on the principal amount of 28 July 2023
27 July 2020 the Convertible Bonds
:f nEtH*JrJ\Ei BARREFANEEFETEILS% —E-=F
T LA+ +H +AZ+NH
28 July 2020 to 3.5% per annum on the principal amount of 28 July 2023
27 July 2021 the Convertible Bonds
“TITFELAZHN\RE | RABRREFAEEAFETEILS% —E-=F
—E-F+tA=-+tA +A=-+NHRH
28 July 2021 to 3.5% per annum on the principal amount of 28 July 2023
27 July 2022 the Convertible Bonds
—E-FHAZTN\RE | BURREFFEEAEETEFI5% —E-=F
T _F+HAZ++H +AZ+/\HB
28 July 2022 to 3.5% per annum on the principal amount of 28 July 2023
27 July 2023 the Convertible Bonds
T ZFHAZTN\BE | RAURREF A EAETEI5% —T_=F
—E-=%+tA=++tH +A=-+NHRH
the Company shall pay the Bondholder a sum of iy XRAREARZ_ZZE-_Z=ZF+tA

additional interest in the amount of HK$3,753,750 on
28 July 2023 (representing 15% per annum on the
annual interest payment under the Convertible Bonds),
being the additional interest for one-year extension for

payment of interest for the period from 28 July 2021 =
gzzﬁtﬂ_+t52ﬂﬁk

to 27 July 2022; and
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20224F

EMBERENBEERAF

Z+N\HMEHFHEE AT EIN
A B 4 583,753,750/ 7T (& R
MR ESCEFHNBMARK
BREMEI5%TEZ £ 8E)
—E-—F+A=-+N\H=ZE

1

11



T

Management Discussion and Analysis
BIREatam MO

BUSI N ESS REVI EW (Continued)

Convertible bonds issued by the Company (continued)
(b)  (continued)
(i) in addition to (ii) above, the Company shall pay the
Bondholder a sum of additional interest in the amount
of HK$25,900,875 on 28 July 2023 (representing 15%
per annum on the aggregate amount of interest and
the Additional Interest of HK$86,336,250 multiplied
by two). The Company and the Bondholder agreed
that the said amount of HK$25,900,875 is the
additional interest for two-year further extension for
payment of (a) the interest in the aggregate amount
of HK$75,075,000 for the periods from 28 July
2019, 2020 and 2021; and (b) the Additional Interest
mentioned in the Amendment Deed in the amount of
HK$11,261,250.

Save for the Second Amendment, the terms and conditions of
the Convertible Bonds remain intact and unchanged.

The Second Deed Amendment was approved in special general
meeting held on 30 July 2021 and all conditions precedent
under the Second Amendment have been took effect from 10
August 2021.
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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.
Another wave of COVID-19 pandemic has affected the flow of
goods and services of our trading activities and have negative
effect on the Group’s trading business turnover and projects.
Currently, the effect of the COVID-19 fades away. The Group
anticipates that the trading business will pick up gradually. The
Group will cautiously explore the trading business in Hong Kong
and China. 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.

Research and development

The Clinical Trial testing of the Product for the first group
has commenced in July 2020. Due to the outbreak of the
coronavirus pandemic and the lockdown of Shanghai and
areas nearby, the timetable for obtaining the Certificate of New
Medicine and the Pharmaceutical Manufacturing Permit, subject
to the development of COVID-19 epidemic and the approval
of NMPA, and generating revenue of the Product has been
adjusted from the late fourth quarter of 2022 and mid of 2023 to
late fourth quarter of 2023 and mid of 2024, respectively.

To further ensure that the Product will be able to commercialise
by mid of 2024, the Group will work closely with the CRO and
strengthen the 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.
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FINANCIAL REVIEW

Capital structure

Authorised: JETE

50,000,000,000 ordinary shares of

Bt % [0 8
EARE

31 March

2022
—s-=

31 March
2021
—_E-—F
=Z=HA=+-—H
HK$°000

TE T

=H=+—8”
HK$’000
FB T

50,000,000,000% & % m 120.01

HK$0.01 each (the “Shares”) BrzEBR(RKRRE) 500,000 500,000
Issued and fully paid: BERITEEHT:
1,464,193,024 Shares 1,464,193,024 % f% 17 14,642 14,642

Liquidity and financial resources

As at 31 March 2022, the Group had bank and cash balances
of approximately HK$4.1 million (31 March 2021: approximately
HK$9.0 million).

As at 31 March 2022, total borrowings of the Group were
approximately HK$987.6 million (31 March 2021: approximately
HK$1,037.3 million) which reflected the debt value of the
Company’s unconverted convertible bonds, lease liabilities,
amounts due to non-controlling interests, amounts due to former
non-controlling interest, loan from a substantial shareholder,
amount due to a former associate, loan from a former associate
and loan from a non-controlling interest.

The ratio of current assets to current liabilities of the Group
was 0.19 as at 31 March 2022 as compared to the 0.04 as at
31 March 2021. The Group’s gearing ratio as at 31 March 2022
was 0.72 (31 March 2021: 0.75) which is calculated based on
the Group’s total liabilities of approximately HK$999.7 million (31
March 2021: approximately HK$1,044.5 million) and the Group’s
total assets of approximately HK$1,395.0 million (31 March 2021:
approximately HK$1,403.2 million).

The Group places importance on security, short-term
commitment, and availability of the surplus cash and cash
equivalents.
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FINANCIAL REVIEW (coniinueq)

Significant acquisition and investments
The Group had no 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 31 March 2022, the Group and the Company did not have
any charges on their assets (31 March 2021: nil).

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 Year.
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 31 March 2022, the Group had 25 full time employees
(81 March 2021: 27), 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 Year amounts to approximately HK$7.2 million
(Previous Financial Year: approximately HK$8.1 million).

Segment information
Details of the segment information are set out in note 7 to the
consolidated financial statements.

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

During the Financial Year, neither the Company nor any of its
subsidiaries purchased, sold or redeemed any of the Company’s
listed securities.
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COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

The Company has adopted and complied with all the code
provisions as set out in Appendix 14 to the Listing Rules (the
“Code”) during the Financial Year, except for the deviations
discussed below.

Code provision A.2.1

Ms. Jiang Nian is the chairman of the Group. As at the date of
this report, no suitable candidate has been identified and 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 Company has deviated from the Code provision A.4.1.
Except for one of the independent non-executive Director has
been appointed for a specific term and is subject to re-election,
other non-executive Directors and independent non-executive
Directors were not appointed for specific term 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 Bye-
laws. As such, the Company considers that sufficient measures
have been taken to serve the purpose of this Code provision.

The Directors believe that, despite the absence of specified
terms for non-executive Directors, the Directors are committed
to representing the long-term interests of the Company and its
shareholders as a whole.

Code provision E.1.5

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.
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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. All
Directors have confirmed that they have fully complied with the
Model Code throughout the Financial Year. No incident of non-
compliance was noted by the Company in the Financial Year.

Tang Rong
Executive Director

Hong Kong, 26 July 2022

4!.&@

Management Discussion and Analysis
EIRE kAT

EZETZEFRS
AARERM EPRAME AR L
BTANEFRTESR B2 BEFR (12
EFA ) EAEFRITEERSZTAT
Al - 2REFCHER RERBELY
BEEDEDETEETA - RAMEEF
B ARERE B EEATETIT
BIZ 1B R -

& &
HITEF

B —E-_—_F+A=-+XH

202254 EMBERENNEERLA

17

.
Lo



' (ﬁ o\

Management Profile
EHEERE

EXECUTIVE DIRECTORS

Mr. Gao Yuan Xing, aged 67, has been appointed as an
executive director with effect from 4 January 2016. From 15
March 2011 to 4 January 2016, Mr. Gao was the chairman and
executive director of North Mining Shares Company Limited,
a company listed on the Main Board of the Stock Exchange.
Mr. Gao previously worked in the foreign affairs office of
the Shanghai Municipal Government, and has had senior
management roles in numerous international, PRC investment,
and commercial companies.

Mr. Tang Rong, aged 55, has been appointed as an executive
director with effect from 29 September 2014. Mr. Tang
graduated from Fudan University in the People’s Republic
of China in July 1989 with a bachelor’s degree in science,
majoring in genetics and genetic engineering. He has been
an engineer of The Institute of Genetics of Fudan University
from November 1989 and has extensive experience in genetics
related technology development, commercialization and market
development. Mr. Tang successfully filed several patents in
China and published papers in many science magazines in
genetics related subjects. He was invited as the member of the
Committee of Experts of LG8 REREB B (Shanghai
Lianzhong Institute of Gene Technology) in 2000. Starting from
November 2010, Mr. Tang was appointed as the director of Gene
Testing Research and Development Department of Longmark
(Shanghai) Healthcare Limited and he has professional expertise
in gene testing and research and development.

NON-EXECUTIVE DIRECTORS

Ms. Jiang Nian, aged 68, has been appointed as a non-
executive director and chairman of the Company with effect
from 21 December 2010 and 10 June 2011 respectively. Ms.
Jiang is a member of the remuneration committee and the
chairman of nomination committee of the Company. Ms. Jiang
graduated from ZHEFEER KB EEH KR ER (Junior College,
Provincial Campus of Anhui Radio and Television University) in
August 1986, majoring in Chinese Language and Literature. Ms.
Jiang was the Associate Dean of the School of Life Sciences of
Fudan University from June 2003 to April 2010. She also serves
as an authorised representative of Bt & EE £ EH G R A7)
(United Gene Biomedical Limited). She has extensive experience
in general administrative management particularly in the field of
genomic research.
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Ms. Xiao Yan, aged 42, has been appointed as a non-executive
director with effect from 22 May 2012. Ms. Xiao graduated
from the Shanghai University of Finance and Economics with a
bachelor’s degree in Accounting in 2007. Ms. Xiao has served
as an administrative manager of the chief executive, Dr. Xie,
in BEAERR AR AT (United Gene Technology Holdings
Limited) since 2002. Ms. Xiao has extensive experience in
medical services and general administration. From December
2011 to November 2012, she served as the finance manager
of CNL (Pinghu), which is an indirectly owned subsidiary of the
Company.

Ms. Wu Yanmin, aged 45, has been appointed as a non-
executive director with effect from 8 June 2011. Ms. Wu
graduated from the School of Life Sciences, Shanghai University
in 1999 with a bachelor’s degree in biochemistry. Ms. Wu joined
Bt A EREFR B ARADA (United Gene Technology Holdings
Limited), a genetic engineering company substantially owned by
Dr. Mao Yumin (“Dr. Mao”) indirectly, in 2001 and was responsible
for general administrative duties. Since 2006, Ms. Wu has served
as an assistant to the chairman of United Gene Holdings Limited,
and is responsible for assisting the chairman in handling various
investment projects. Ms. Wu has extensive experience in general
administrative and investment management. Starting from
December 2012, she was appointed as the finance manager of
CNL (Pinghu).

INDEPENDENT NON-EXECUTIVE DIRECTORS
Ms. Chen Weijun, aged 64, has been appointed as an
independent non-executive director with effect from 6 November
2009 and is the chairman of the audit committee of the
Company. Ms. Chen is currently the manager in the business
department of Shanghai Ruihe Certified Public Accountants Co.,
Ltd.. She was formerly the finance supervisor of the companies
indirectly owned by Dr. Mao from April 2001 to June 2003. She
graduated from the Chinese Communist Party Central Party
College and has been a registered accountant in the PRC since
2005. She has more than 30 years of experience in accounting,
finance and audit services.

Mr. Wang Rongliang, aged 73, has been appointed as an
independent non-executive director with effect from 8 June
2011 and is a member of the audit committee, the remuneration
committee and the nomination committee of the Company.
Mr. Wang graduated from E£/8ME % — B T X2 (Shanghai
First Commercial Bureau Staff College) majoring in business
and economics. He acted as a deputy manager of /8 tH%E
B E 4 AR AR (Shanghai 700 Group Advertising Company
Limited) from 1996 to 2005. Mr. Wang has extensive experience
in operation and administrative management.
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Mr. Chen Jinzhong, aged 57, has been appointed as an
independent non-executive director with effect from 1 February
2021 and is a member of the audit committee, the remuneration
committee and nomination committee of the Company,
Mr. Chen holds a bachelor’s degree in clinical medicine from
the Central South University and a master’s degree in genetics
from the Huazhong University of Science and Technology. He
obtained his Doctor of Philosophy degree in genetics from
Fudan University. He was an assistant professor at Changjiang
University from 1991 to 1998 and an assistant professor at
Fudan University from 2004 to 2006. He has been an associate
professor at Fudan University from 2006 and up to the present.
Mr. Chen has over 25 years of experience in the genetics field
and in research and development.

Save as otherwise disclosed, there is no relationship between
any members of the Board, and no information relating to the
directors which is required to be disclosed pursuant to Rules
13.51(2) and 13.51(B)(1) of the Listing Rules.

MANAGEMENT

Mr. Poon Hon Yin, aged 56, has been appointed as the
company secretary, financial controller and an authorised
representative of the Company with effect from 14 May 2013.
Mr. Poon is qualified as a Certified Public Accountant registered
with the Hong Kong Institute of Certified Public Accountants and
is also a fellow member of the Association of Chartered Certified
Accountants. Mr. Poon has been a managing director of Probiz
CPA Limited since 2006.
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External Consultant Profile

RESEARCH AND DEVELOPMENT

Dr. Mao Yumin, aged 70, has been engaged as the chief
scientific adviser and honorary chairman of the Company since
1 September 2010, responsible for providing advisory and
consultancy services to the Group in relation to the research
and development of its genetic testing products and other
scientific technologies. Dr. Mao is a substantial shareholder of
the Company. He was a member of the Consultant Committee
of Fudan University, the dean of the School of Life Sciences
and Institute of Genetics of Fudan University, and the director
of State Key Laboratory of Genetic Engineering in Fudan
University. Dr. Mao’s main area of research focuses on biological
and genetic engineering. Dr. Mao has accumulated extensive
experiences in operations in the genomic research based
industry.
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Corporate Governance Report
LEERRE

CORPORATE GOVERNANCE PRACTICES

During the Financial Year, the Company adopted and has
complied with all the code provisions as set out in the Corporate
Governance Code as set out in Appendix 14 to the Listing Rules
(the “Code”) except for the deviations discussed below.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code as set out in
Appendix 10 to the Listing Rules as the code of conduct
regarding directors’ securities transactions. All directors have
confirmed that they have fully complied with the Model Code
throughout the Financial Year. No incident of non-compliance
was noted by the Company in the Financial Year. Relevant
employees who are likely to be in possession of unpublished
inside information of the Group are also subject to compliance
with written guidance on no less exacting terms than the Model
Code throughout the Financial Year.

BOARD OF DIRECTORS

The composition of the Board during the Financial Year are set
out below:

Executive directors
Mr. Gao Yuan Xing
Mr. Tang Rong

Non-executive directors
Ms. Jiang Nian (Chairman)

Ms. Xiao Yan

Ms. Wu Yanmin

Independent non-executive directors
Ms. Chen Weijun

Mr. Wang Rongliang

Mr. Chen Jinzhong

Further details of the composition of the Board are set out in the
section headed “Management Profile” on pages 18 to 20.

The Board considers the balance between executive directors
and non-executive directors is adequate to safeguard the
Shareholders’ interests. Independent non-executive directors
can also provide the Group with diversified expertise and
valuable experience. Their independent advice can bring
independent judgment to the decision making of the Board and
bring new ideas to the formulation of corporate strategy.
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The directors oversee the financial performance and formulate
business strategies and determine the corporate governance
policy of the Group, as well as discuss any significant matters
relating to the Group at the Board meetings. Daily operational
matters are delegated to the management of the Group. The
Board meets regularly to review the financial and operating
performance of the Company and considers and approves the
overall strategies and policies of the Group. During the Financial
Year, the Board held 5 meetings. The attendance of each
member at the Board meeting is set out as follows:

Executive directors BITES

Mr. Gao Yuan Xing =R E &

Mr. Tang Rong EREAE
Non-executive directors FHITES

Ms. Jiang Nian (Chairman) BEZE(EE)
Ms. Xiao Yan EPo8 un

Ms. Wu Yanmin SR Fe g+
Independent non-executive BYFHITES

directors

Ms. Chen Weijun BRIEA X+

Mr. Wang Rongliang TERBREE

Mr. Chen Jinzhong BREFEE

All directors, including independent non-executive directors,
have given sufficient time and effort to the affairs of the Group.

Code provision A.2.1

Code provision A.2.1 stipulate 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 annual report, no suitable candidate for the role of chief
executive officer has been identified and the role remains
vacant. The Company is continually looking for a suitable person
to assume this role.
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Board General
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INDUCTION AND PROFESSIONAL
DEVELOPMENT

Directors’ training

All directors must keep abreast of their collective responsibilities
as directors and of the business and activities of the Group. As
such, briefings are provided and organised to ensure that newly
appointed directors are familiar with the role of the Board, their
legal and other duties and responsibilities as director as well as
the business and corporate governance practices of the Group.

Pursuant to Code A.6.5 of the Code, directors should participate
in continuous professional development to develop and
refresh their knowledge and skills. This is to ensure that their
contribution to the Board remains informed and relevant. For the
period from 1 April 2021 to 31 March 2022, all directors have
participated in appropriate continuous professional development
activities by ways of attending training or reading material
relevant to the Company’s business or to the directors’ duties
and responsibilities.

For the year ended 31 March 2022, trainings received by each
director are summarised as follows:

Mr. Gao Yuan Xing =R EL &
Mr. Tang Rong ERSE
Ms. Jiang Nian BELL
Ms. Xiao Yan Bkt
Ms. Wu Yanmin SRS+
Ms. Chen Weijun PRIZEE X+
Mr. Wang Rongliang FHRBREE
Mr. Chen Jinzhong BRePEE
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NON-EXECUTIVE DIRECTORS

Code provision A.4.1

Code provision A.4.1 of the CG Code stipulates that non-
executive directors should be appointed for specific term and
should be subject to re-election.

The Company has deviated from the code provision A.4.1. Except
for one of the independent non-executive directors has been
appointed for specific term and is subject to re-election, other
non-executive directors and independent non-executive directors
were not appointed for specific term 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 bye-laws. As
such, the Company considers that sufficient measures have been
taken to serve the purpose and objective of this Code provision.

The directors believe that, despite the absence of specified
term of non-executive directors, the directors are committed
to representing the long-term interests of the Company and its
shareholders as a whole.

REMUNERATION COMMITTEE

The Company formulated written terms of reference for the
remuneration committee of the Company (the “Remuneration
Committee”) in accordance with the requirements of the
Listing Rules. The Remuneration Committee was set up on 30
June 2008. The majority of the members of the Remuneration
Committee shall be independent non-executive directors.

The primary functions of the Remuneration Committee are as
follows:

(@) to advise the Shareholders on whether the terms of service
contracts that require the Shareholder’s approval are fair
and reasonable;

(o) to make recommendation to the Board on the Group’s
remuneration policy and structure;

(c) to establish guidelines for recruitment of members of the
senior management;

(d) to determine the remuneration of members of the senior
management; and

(e) to formulate remuneration policy and make recommendations
to the Board on annual remuneration review.

Remuneration of the directors and senior management is reviewed
and fixed by the Remuneration Committee, with reference to
the market benchmarks and industry norms, and their duties
and responsibilities in the Group, having regard to the expertise,
performance and experience possessed by individual directors.

/8. !&‘\‘)
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During the Financial Year, the Remuneration Committee held RAMBFEE  HFMZESERT1XE
1 meeting. The attendance of each member at the committee % > FKENZE S &% 2 HE LT

meeting is set out as follows: W
Meetings
attended/Total
meetings held
during the
Financial Year
U BFEE
HESERE
BIZEREY
Non-executive director FHTES
Ms. Jiang Nian BELL 1/1
Independent non-executive directors BYFHITES
Mr. Wang Rongliang TERBRE 1/1
(Chairman of the Remuneration Committee) €A ET - EYD,
Mr. Chen Jinzhong BRE L 1/1
NOMINATION COMMITTEE REZE®

The Company has established a nomination committee of the ARAFTER-ZT——F=ZA+/HEIAK
Company (the “Nomination Committee”) on 16 March 2012. ARIZIRZZEE€([IRELZEE])) - ¥ A
During the Financial Year, the Nomination Committee held 1 BHFE @ RELLZEBLERTINEE ' &
meeting. The attendance of each member at the committee KENZE € &€H 2 HFELEHINMT
meeting is set out as follows:

Meetings
attended/Total
meetings held
during the
Financial Year
AU BFEE
HEEBERE
BIERAY
Non-executive director FHITES
Ms. Jiang Nian BFEu+ 1/1
(Chairman of the Nomination Committee) (lEEZEELE)
Independent non-executive directors BAFHITES
Mr. Wang Rongliang FEREA 1/1
Mr. Chen Jinzhong BR& L4 1/1
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The major role and function of the Nomination Committee are to
formulate and implement the policy for nominating candidates
for consideration by the Board and election by shareholders,
review the structure, size and composition of the Board with due
regard to Board diversity, and to assess the independence of
non-executive directors.

The Nomination Committee adopted a board diversity policy that
set out the Group’s approach to diversify members of the Board
and the Group holds the view that this board diversity policy
will lead to a Board with diverse perspectives. Factors that will
be considered in the assessment of the diversity of a director’s
perspective include, but are not limited to, gender, age, culture,
skill, knowledge, educational background and professional
experience. Presently, the Board comprises of eight directors,
of which three are independent non-executive directors, with
significant diversity in gender, age, professional experience,
educational and cultural background, skills, knowledge and
length of service.

The Nomination Committee has adopted a nomination policy
guiding the nomination criteria and procedures to identify, select
and recommend candidates for directorship.

The Nomination Committee shall consider a number of
nomination criteria in assessing the suitability of a proposed
candidate for directorship or proposed re-appointment of
a retiring director, including but not limited to: the skills,
knowledge and experience possessed by the candidate or
retiring director which are relevant to the Group’s business,
corporate development and strategy; the diversity perspectives
set out in the Board Diversity Policy and the balance of skills
and experience in board composition; the level of independence
from the Company and compliance of the relevant requirements
under the Listing Rules; and such other factors the Nomination
Committee may consider relevant to enhancement of the
effectiveness of the Board.

Subject to the provisions in the Company’s bye-laws, where the
Nomination Committee determines that an additional director
or a replacement director is required, it may take appropriate
steps in connection with the identification and evaluation of a
suitable candidate for directorship. The Nomination Committee
may deploy channels including referral from directors, advisers
of the Company and external executive search firms in the
identification process, evaluate a candidate based on the
nomination criteria stated above, and make recommendation for
the Board’s consideration and approval.

4!.&@
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For re-appointment of a retiring director, the Nomination
Committee reviews his/her service to the Company, the level of
participation on the Board during his/her term, and after taking
into account the nomination criteria, recommends to the Board
for proposed re-appointment of the retiring director who wishes
to stand for re-election at the Company’s general meeting.

The Nomination Committee may also propose to the Board
a candidate recommended or offered for nomination by a
shareholder of the Company as a nominee for election to the
Board, if it evaluates that the candidate meets the nomination
criteria. The procedures for shareholders to propose a person
for election as a director are published in the Company’s
website.

The Board has the ultimate responsibility for selection and
appointment of directors. On accepting the recommendation
made by the Nomination Committee, the Board may (as the case
may be) appoint the candidate as director to fill a casual vacancy
or as an addition to the Board and recommend the candidate to
shareholders for election or re-election (for a retiring director) at
the general meeting.

DIRECTORS’ AND AUDITOR’S
RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

The directors acknowledge their responsibility for preparing the
consolidated financial statements of the Group.

The directors confirm that the preparation of the consolidated
financial statements of the Group is in accordance with statutory
requirements and applicable accounting standards. The
directors also confirm that the consolidated financial statements
of the Group have been published in a timely manner.

The directors confirm that, to the best of their knowledge,
information and belief, having made all reasonable enquiries,
they are not aware of any material uncertainties relating to
events or conditions that may cast significant doubts upon the
Company'’s ability to continue as a going concern.

A statement by the auditor of the Company about their reporting
responsibilities is set out in the “Independent Auditors’ Report”
on pages 46 to 52 of this annual report.
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AUDITOR’S REMUNERATION

The Group’s external auditor is Elite Partners CPA Limited. For
the Financial Year, the auditor of the Company had performed
audit services and their remuneration in respect of audit services
was HK$1,000,000.

There was no non-audit services provided by the auditor of the
Company.

CORPORATE GOVERNANCE FUNCTIONS

The Board is responsible for performing the following corporate
governance duties as required under the Code:

(@ to develop and review the Company’s policies
and practices on corporate governance and make
recommendations to the board;

(b) to review and monitor the training and continuous
professional development of directors and senior
management;

(¢) to review and monitor the Company’s policies and
practices on compliance with legal and regulatory
requirements;

(d) to develop, review and monitor the code of conduct and
compliance manual (if any) applicable to employees and
directors; and

(e) to review the Company’s compliance with the code
and disclosure in the corporate governance report (the
“Corporate Governance Report”).

AUDIT COMMITTEE

The Company formulated written terms of reference for the
audit committee of the Company (the “Audit Committee”) in
accordance with the requirements of the Listing Rules. The Audit
Committee is composed of three independent non-executive
directors. At least one of the members of the Audit Committee
has appropriate professional qualifications or accounting or
related financial management expertise as required under the
Listing Rules.

The primary functions of the Audit Committee are as follows:

(@) to serve as a focal point for communication between the
directors and external auditors;
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(b) to assist the Board in fulfilling its responsibility by providing
an independent review with the management of the
accounting policies and practices adopted by the Group,
and supervision of financial reporting, and monitoring and
reviewing the effectiveness of the Group’s internal control
and the adequacy of the external audit;

(c) to review the appointment of external auditors on an
annual basis as well as to ensure continuing auditors
independence;

(d) to develop and monitor the applications of the policies on
the engagement of the external auditors to perform other
professional services (other than tax-related services); and

(e) to oversee the Company’s financial reporting system, risk
management and internal control procedures.

The Group’s consolidated financial statements for the Financial
Year have been reviewed by the Audit Committee.

The Audit Committee held 2 meetings during the Financial Year.

Ms. Chen Weijun BRIEE X+
(Chairman of the Audit Committee) (BERZEE

Mr. Wang Rongliang FHRBREE

Mr. Chen Jinzhong (appointed on 1 February R %t 4

2021)

RISK MANAGEMENT AND INTERNAL
CONTROL

The Board has the overall responsibility for maintaining a sound
and effective risk management and internal control systems
to safeguard the Shareholders’ interests, and to review the
effectiveness of such systems regularly. The risk management
and internal control systems include defined management
structure with limits of authority set at various levels, which is
designed to safeguard assets, ensure the maintenance of proper
records, provide reliable financial information for internal use
or publication, and ensure compliance with regulations. During
the Financial Year, the Board has reviewed the internal control
procedures of the Group and consider the risk management and
internal control systems to be adequate and effective.
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The Group’s internal audit function is performed by an
outsourced internal audit team, which reports directly to the
Audit Committee.

The report provided internal audit findings and any action
to be taken by management as a result. These findings and
recommendations for improvement will be communicated
to the respective management for their responses and
corrective actions. The Group’s management team monitors
the implementation of its recommendations and reports the
outcome to the Audit Committee.

COMMUNICATION WITH SHAREHOLDERS

(i)

Procedures for convening of a special general
meeting and putting forward proposals at

shareholders’ meeting

Shareholders are encouraged to attend all general
meetings. Pursuant to the bye-laws of the Company, any
one or more shareholders holding at the date of deposit
of the requisition not less than one-tenth of the paid up
capital of the Company carrying the right of voting at
general meetings of the Company shall at all times have
the right, by written requisition (the “Written Requisition”)
to the Board or the Secretary of the Company at the
principal place of business in Hong Kong of the Company
(at Unit No. 2111, 21/F, West Tower Shun Tak Centre, 168-
200 Connaught Road Central, Sheung Wan, Hong Kong),
to require a special general meeting to be called by the
Board for the transaction of any business specified in such
requisition; and such meeting shall be held within two (2)
months after the deposit of such requisition.

Pursuant to the bye-laws of the Company, an annual
general meeting shall be called by a written notice of not
less than twenty-one (21) clear days and not less than
twenty (20) clear business days and any special general
meeting at which the passing of a special resolution is to
be considered shall be called by a written notice of not less
than twenty one (21) clear days and not less than ten (10)
clear business days. Business day under the Listing Rules
means any day on which the Stock Exchange is open for
business of dealing in securities.

If within twenty-one (21) days of such deposit the
Board fails to proceed to convene such meeting the
requisitionist(s) himself (themselves) may do so in
accordance with the provision of Section 74(3) of the
Companies Act 1981 of Bermuda.
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(ii)

(iii)

(iv)

32

Procedures for directing enquiries to the
Company

To direct enquiries to the Board, Shareholders should
submit his/her/its enquiries in writing with contact details
(including, registered name, address and telephone
number, etc.) to the Company Secretary at the following:

By post to the head office and principal place of business
in Hong Kong at Unit No. 2111, 21/F, West Tower Shun Tak
Centre, 168-200 Connaught Road Central, Sheung Wan,
Hong Kong.

Tel: (852) 2598 6818
Fax: (852) 2598 6628

Matters relating to share registration

For share registration related matters, such as share
transfer and registration, change of name and address
of Shareholders, loss of share certificates or dividend
warrants, Shareholders can contact the Hong Kong branch
share registrar and transfer office at the following:

Tricor Tengis Limited

Level 54, Hopewell Centre

183 Queen’s Road East

Hong Kong

(new address with effect from
15 August 2022:

17/F, Far East Finance Centre,
16 Harcourt Road, Hong Kong)
Tel: (852) 2810 8185

Fax: (852) 2980 1333

Procedures for a shareholder to propose a

person for election as a director

Subject to the provisions of the Company’s bye-laws, the
Shareholders may from time to time in general meeting by
Ordinary Resolution elect any person to be a director either
to fill a casual vacancy or as an additional director.

Shareholder(s) may propose a person other than an
existing director of the Company for election as a director
at a general meeting. The Shareholder(s) must deposit a
written notice (the “Notice”) to the principal office of the
Company in Hong Kong for the attention of the Company
Secretary.

The Shareholder(s) must prove his/her/their shareholding in
the Company.
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The Notice must be signed by the Shareholder(s) (other
than a person to be proposed) and shall be accompanied
by the following information and documents:

— the full name and the contact information of the
Shareholder(s);

— the contact details, age and the full name of the
person proposed for election as a director of the
Company;

— biographical details of the person proposed for
election as required by Rule 13.51(2) of the Listing
Rules;

— letter of consent signed by the person proposed to be
elected that he or she consents to be director of the
Company, if elected.

The Notice and the abovementioned information
and documents must be lodged with the Company
commencing from the day after despatch of the notice of
the general meeting and ending no later than seven (7)
days prior to the date of such general meeting.

INVESTOR RELATIONS

The Company endeavours to uphold a high level of corporate
transparency. Keeping Shareholders, investors, analysts,
bankers and other stakeholders informed of its corporate
strategies and business operations has been one of the key
objectives of its investor relations team.
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Report of the Directors
EEERE

The directors hereby submit their report with the audited
consolidated financial statements for the Financial Year.

PLACE OF INCORPORATION

The Company was incorporated in the Cayman lIslands as an
exempted company with limited liability under the Companies
Law (as revised) of the Cayman lIslands and continued in
Bermuda as an exempted company with limited liability in
accordance with the Companies Act 1981 (as amended) of
Bermuda. The address of its registered office is at Clarendon
House, 2 Church Street, Hamilton HM 11, Bermuda and its
principal place of business in Hong Kong is Unit No. 2111,
21/F, West Tower Shun Tak Centre, 168-200 Connaught Road
Central, Sheung Wan, Hong Kong.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal
activities of its subsidiaries are set out in note 30 to the
consolidated financial statements.

BUSINESS REVIEW

A review of the businesses of the Group during the year and
a discussion on the Group’s future business development is
provided in the section headed “Management Discussion and
Analysis” in this annual report.

An analysis of the Group’s performance during the year ended
31 March 2022 using financial performance indicators is
provided in the section headed “Management Discussion and
Analysis” on pages 6 to 17 of this annual report.

Principal Risks and Uncertainties

The Group’s financial condition, results of operations,
businesses and prospects may be affected by a number of
risks and uncertainties. The followings are the key risks and
uncertainties identified by the Group. There may be other risks
and uncertainties in addition to those shown below which are
not known to the Group or which may not be material now but
could turn out to be material in the future.
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Business Risk

Certain of the business segments in which the Group operates
are subject to the overall economic growth of the PRC, which
is subject to ever-changing economic policy changes of the
PRC government. Any adverse changes in economic policies of
the PRC government could materially and adversely affect the
Group’s business.

The valuation of the intangible asset of the Group is tied to the
Group’s ability to successfully complete the development and
commercialisation of the Product and the policy of medical
examination and the medical policy. As at the date of this report,
the Product is still in the research and development stage,
uncertainty as to when the product can be launched exits. In
addition, commercialisation is subject to uncertainty and risks
arising from the results of the clinical trial of the Product and the
assessment of the National Medical Products Administration.
These factors may be beyond the control of the Group. Any
delay or failure in the Group’s ability to do so may adversely
affect the Group’s business and financial performance.

Operational Risk

Operational risk is the risk of loss resulting from inadequate
or failed internal processes, people and systems or from
external events. Responsibility for managing operational risks
basically rests with every function at divisional and departmental
levels. The Group recognises that operational risks cannot
be eliminated completely and that it may not always be cost
effective to do so.

Key functions in the Group are guided by their operating
procedures, limits of authority and reporting framework. The
Group will identify and assess key operational exposures from
time to time and report such risk issues to senior management
as early as possible so that appropriate risk response can be
taken.

Financial Risk
The financial risk management of the Group are set out in note
32 to the consolidated financial statements.
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RESULTS AND FINANCIAL POSITION

The results of the Group for the Financial Year are set out
in the consolidated statement of profit and loss and other
comprehensive income on pages 53 to 54. The directors do not
recommend the payment of a final dividend for the Financial
Year. There is no arrangement that a shareholder of the
Company has waived or agreed to waive any dividend.

The state of affairs of the Group as at 31 March 2022 are set out
in the consolidated statement of financial position on pages 55
to 56.

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

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

SHARE CAPITAL

Details of the share capital of the Company are set out in note
27 to the consolidated financial statements.

RESERVES

Details of the movements in the reserves of the Group during
the Financial Year are set out in the consolidated statement
of changes in equity on pages 57 to 58. There were no
distributable reserves of the Company at 31 March 2022 (31
March 2021: Nil).

CONVERTIBLE BONDS

Details of the convertible bonds issued by the Group are set out
in note 26 to consolidated financial statements.
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DIRECTORS

The Directors who held office during the Financial Year and up
to the date of this annual report were:

Executive Directors
Mr. Gao Yuan Xing
Mr. Tang Rong

Non-executive Directors
Ms. Jiang Nian (Chairman)

Ms. Xiao Yan

Ms. Wu Yanmin

Mr. Gao Yuan Xing, Mr. Tang Rong and Ms. Jiang Nian are also
directors in certain subsidiaries of the Company.

Independent non-executive Directors
Ms. Chen Weijun

Mr. Wang Rongliang

Mr. Chen Jinzhong

In accordance with the bye-laws of the Company, one third of
the directors for the time being shall be subject to retirement by
rotation at least once every three years. Accordingly, Ms. Jiang
Nian, Mr. Gao Yuan Xing and Ms. Chen Weijun shall retire and,
being eligible, offer themselves for re-election at the forthcoming
annual general meeting.

DIRECTORS’ SERVICE CONTRACTS

No director proposed for re-election at the forthcoming
annual general meeting had a service contract that was not
determinable by the Group within one year without payment of
compensation (other than statutory compensation).

BIOGRAPHICAL DETAILS OF DIRECTORS
AND SENIOR MANAGEMENT

Brief biographical details of the directors and senior
management are set out on pages 18 to 20 of this annual report.
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DIRECTORS’ INTERESTS IN SHARES

As at 31 March 2022, 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 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:

Name of director Capacity

ESHR

Tang Rong Beneficial owner
ER EnEAA

Save as disclosed above, as at 31 March 2022, none of the
directors, chief executive of the Company nor their associates
had any interests or short positions in any 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 required to be recorded in the register by the Company
required to be kept under Section 352 of the SFO or which is
otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code.

DIRECTORS’ AND CONTROLLING
SHAREHOLDERS’ INTERESTS IN
CONTRACTS OF SIGNIFICANCE

Save as disclosed in note 28 to the consolidated financial
statements, no other contract of significance, to which the
Company or any of its subsidiaries was a party and in which a
director had a material interest, whether directly or indirectly,
subsisted at the end of the Financial Year or at any time
during the Financial Year, nor was there any other contract of
significance in relation to the Group’s business between the
Company or any of the Company’s subsidiaries and a controlling
Shareholder or any of its subsidiaries.

MANAGEMENT CONTRACT

No contracts concerning the management and administration
of the whole or any substantial part of the business of the
Company were entered into or in existence during the Financial
Year.
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Report of the Directors

SUBSTANTIAL SHAREHOLDERS’ AND FERERREMALIRBRGOR
OTHER PERSONS’ INTERESTS AND HEROZEZER AR

SHORT POSITIONS IN SHARES AND

UNDERLYING SHARES

As at 31 March 2022, 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
entities had an interest or deemed interest of 5% or more in the
issued share capital of the Company:

RZE-Z__FZA=+—H8 BEFHFK
HIE &Pl E3361KFE 2 AR A R H &E
iRz RARERMATHE - T T
AR RAREBITRATHEE ISR AR
B5%3 A FRERS

RARTACRITREAZHFR

Long positions in the issued share capital of the

Company
Number of Percentage of
shares/  Long (L) or the issued
underlying Short (S) share capital of
Name of shareholders Capacity shares held position the Company
RN
BEZRG/ B&f
RRE® g4 HBRGHE REBD
Dr. Mao Yumin (note 1) Beneficial owner 1,187,200,000 L 81.08%
EREEL (M) BERBEAA
Interest of a controlled corporation 82,770,810 L 5.65%
REHEE ER
United Gene Holdings Limited (note 1) Interest of a controlled corporation 82,770,810 L 5.65%
BeERZRERRE M) REtEE B s
Dr. Xie Yi (note 2) Interest of a controlled corporation 82,770,810 L 5.65%
R BT (fE2) REHEE 2 #R
Ease Gold Investments Limited Interest of a controlled corporation 82,770,810 L 5.65%
(note 2) (P 5E2) REHEE 2 R
Good Links Limited (note 3) (K #£3) Interest of a controlled corporation 7,770,810 L 0.53%
REHEE #R
Victory Trend Limited (note 3) (¥ £3) Interest of a controlled corporation 7,770,810 L 0.53%
REHEE B
Best Champion Holdings Limited (note 4)  Interest of a controlled corporation 7,770,810 L 0.53%
SEERA R AR T4) REHEE 2 R
China United Gene Investment Beneficial owner 7,770,810 L 0.53%
Holdings Limited BERBEAA
(note 5) (P 7£5)
Chau Yiu Ting Beneficial owner 328,600,000 L 22.44%
B 1Rz Ex#AA
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Notes:

1. These include (i) 363,200,000 ordinary shares held by Dr. Mao directly;
(i) 824,000,000, 55,000,000 and 20,000,000 derivative shares held by
Dr. Mao, JNJ Investments Limited (“JNJ”) and United Gene International
Holdings Group Limited 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$359,600,000
issued by the Company. JNJ is an indirect wholly-owned subsidiary of
United Gene Group Limited, which is in turn owned as to 33% by United
Gene Holdings Limited. United Gene International Holdings Group Limited
is wholly-owned by JNJ; (iii) 7,770,810 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.

2. Ease Gold Investments Limited, is wholly-owned by Dr. Xie Yi (“Dr. Xie”),
which owns 33.50% and 33% equity interests of Best Champion Holdings
Limited and United Gene Group Limited respectively.

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

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

58 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 31 March 2022.

INDEPENDENT NON-EXECUTIVE
DIRECTORS

The Company has received an annual confirmation from
each independent non-executive director confirming his/
her independence pursuant to rule 3.13 of the Listing Rules.
The Company considers all of the independent non-executive
directors to be independent.
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CONNECTED TRANSACTIONS

A summary of the related parties transactions entered into by
the Group during the Financial Year is contained in note 29 to
the consolidated financial statements.

The following transactions between certain connected persons
(as defined in the Listing Rules) and the Group have been
entered into during the Financial Year and/or are ongoing for
which relevant announcements, if necessary, had been made
by the Company in accordance with Chapter 14A of the Listing
Rules.

Continuing connected transactions

Since 31 August 2010, the Company has engaged Dr. Mao
to provide advisory and consultancy services to the Group in
relation to research and development of the Group’s genetic
testing products, and other scientific technologies. In this role,
Dr. Mao is the Company’s chief scientific adviser and currently
receives a monthly service fee of HK$56,000. The previous
agreement with Dr. Mao commenced on 1 September 2016, for
a period of three years, and was renewed on 31 August 2019 for
an additional period of three years, unless terminated earlier in
accordance with the agreement.

To the best knowledge of the directors, there were no other
connected transactions or continuing connected transactions
subsisting during the Financial Year.

INTERESTS IN COMPETITORS

During the Financial Year and up to the date of this report, other
than those businesses of which the directors were appointed
as directors to represent the interests of such businesses, no
director is considered to have had an interest in a business
which competes or is likely to compete, either directly or
indirectly, with the businesses of the Group, pursuant to the
Listing Rules.

EMOLUMENT POLICY

The emolument policy for the employees of the Group is set up
by the management on the basis of their merit, qualifications and
competence.

The emoluments of the directors for the Financial Year are
decided by the Board, having regard to the Group’s operating
results, their duties and responsibilities in the Group, individual
performance and comparable market statistics, and have been
reviewed by the Remuneration Committee during the Financial
Year.
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PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company’s bye-laws, or the laws of Bermuda, which would
oblige the Company to offer new shares on a pro-rata basis to
the existing Shareholders.

EQUITY-LINKED AGREEMENTS

Other than the Convertible bonds issued as disclosed in this
annual report, no equity-linked agreements that will or may
result in the Company issuing Shares, or that require the
Company to enter into any agreements that will or may result in
the Company issuing Shares, were entered into by the Company
during the year or subsisted at the end of the year.

PERMITTED INDEMNITY PROVISION
Pursuant to the Company’s bye-laws, every director or other
officers of the Company acting in relation to any of the affairs
of the Company shall be indemnified and secured harmless out
of the assets and profits of the Company from and against all
actions, costs, charges, losses, damages and expenses which
they or any of them, their or any of their heirs, executors or
administrators, shall or may incur or sustain by or by reason of
any act done, concurred in or omitted in or about the execution
of their duty, or supposed duty, in their respective offices,
or trusts. The Company has arranged appropriate insurance
coverage for the directors and officers of the Group.

CHARITABLE DONATIONS

During the Financial Year, the Group did not make any charitable
donation (2021: Nil).

MAJOR CUSTOMERS AND SUPPLIERS

The information in respect of the Group’s total purchases and
sales attributable to the Group’s major suppliers and customers
respectively during the Financial Year is as follows:

BErEER

ARR 2 ARMAIRE R AT EE
BEBIE HEARAHEEARER
RIR LU R EHRL -

B R i 88 175 R
BAFRFIRE L DB ARBRES
ARRRRE P 8 5T SL R AR D 35 77

BZRERARERARRRHITRMOZK
ZHBWE - KEBERKARRFLEAEE

ﬁﬂﬁ%ﬁ@lﬂi BIBITRD 2

BEFZRBEKRX
REBEARBZARMAE - LARBEAF
BITREZARBBZESTHHMITEAER
HARBEREEREETE 2HAAN B
BATAREEEEARBRSTIRSERL
BERERBEXEEMEL Emig
R ITRMAG R TSI BRI RE A F
ARABRABXK BERRKEAR
RABEELENETESBERELTR
BE - ARAFE/SAKRBEEZENTHRAR
ZHABNRRRE -
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FTREFRHEED

AMBEE AKBFR2HREHRESD
BIEEASREZRBRERKERE A
AT

Percentage of
the Group’s total

EhAEEAEZ
ﬁ pallnd
Purchases 2
— The largest supplier — AHER 100%
— Five largest suppliers combined — AAHEREE 100%
Sales HE
— The largest customer —RAEP 100%
— Five largest customers combined — AREF AR 100%
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At no time during the Financial Year had any of the directors,
their close associates or any Shareholder (which to the
knowledge of the directors owned more than 5% of the
Company’s issued share capital) held an interest in any of the
Group’s five largest suppliers or customers.

RELATIONSHIPS WITH EMPLOYEES,
SUPPLIERS AND CUSTOMERS

The Group understands that employees are valuable assets. The
Group provides competitive remuneration package to attract
and motivate the employees. The Group regularly reviews the
remuneration package of employees and makes necessary
adjustments to conform to the market standard.

The Group’s business is built on a customer-oriented culture.
The Group also understands that it is important to maintain
good relationship with its suppliers and customers to fulfil
its immediate and long-term goals. To maintain its market
competitiveness within the industry, the Group aims at delivering
constantly high standards and high quality products to its
customers. During the year under review, there was no material
and significant dispute between the Group and its suppliers and/
or customers.

ENVIRONMENTAL, SOCIAL AND
GOVERNANCE

Environmental Protection

Environmental conservation remains a key focus for the
Group. The conscientious use of resources and adoption of
best practices across the Group’s businesses underlie its
commitment to safeguarding the environment. The Group
encourages environmental protection and complies with
environmental legislation and promotes awareness towards
environmental protection to the employees.

The Group puts great emphasis on environmental protection and
sustainable development. Through the establishment of an ever-
improving management system, enhancement on procedure
monitoring, energy conservation and environment protection
were strongly promoted, leading to the remarkable achievement
of environmental management. Several measures have been
implemented by the Group in order to promote environmental
protection.

The Company will publish a separate Environmental, Social and
Governance Report as close as possible to, and in any event no
later than 31 August 2022.
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EEERE

Compliance with Laws and Regulations

Compliance procedures are in place to ensure adherence to
applicable laws, rules and regulations, in particular, those that
have significant impact on the Group. The audit committee of
the Company is delegated by the Board to monitor the Group’s
practices on compliance with legal and regulatory requirements.
Any changes in the applicable laws, rules and regulations are
brought to the attention of relevant employees and relevant
operation units from time to time.

As far as the Company is aware, it has complied in material
respects with the relevant laws and regulations that have
a significant impact on the business and operation of the
Company.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the
Company and within the knowledge of the directors as at the
date of this report, the directors believe that the number of
securities of the Company which are in the hands of the public
is above the relevant prescribed minimum percentage under the
Listing Rules.

EVENTS AFTER THE REPORTING PERIOD

Saved as disclosed elsewhere in this annual report, there is no
other significant event occurring after the reporting period.

CORPORATE GOVERNANCE

Details of the Corporate Governance Report of the Company are
set out on pages 22 to 33 of this report.

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the
Group for the five years ended 31 March 2022 is set out on
pages 139 to 140 of this report.
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AUDITOR

The consolidated financial statements for the year were audited
by Elite Partners CPA Limited, who will retire and, being eligible,
offer themselves for re-appointment at the forthcoming annual
general meeting.

On behalf of the Board

Jiang Nian
Chairman
Shanghai, 26 July 2022
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Independent Auditor’s Report
3% B ED R

elite
< partners

CERTIFIED PUBLIC ACCOUNTANTS

TO THE SHAREHOLDERS OF

INNOVATIVE PHARMACEUTICAL BIOTECH LIMITED
(incorporated in Cayman Islands and continued in Bermuda with
limited liability)

OPINION

We have audited the consolidated financial statements of
Innovative Pharmaceutical Biotech Limited (the “Company”) and
its subsidiaries (collectively referred to as the “Group”) set out
on pages 46 to 140, which comprise the consolidated statement
of financial position as at 31 March 2022, and the consolidated
statement of profit or loss and other comprehensive income,
the consolidated statement of changes in equity and the
consolidated cash flow statement for the year then ended,
and notes to the consolidated financial statements, including a
summary of significant accounting policies.

In our opinion, the consolidated financial statements give a
true and fair view of the consolidated financial position of the
Group as at 31 March 2022, and of its consolidated financial
performance and its consolidated cash flows for the year then
ended in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”) and have been properly
prepared in compliance with the disclosure requirements of the
Hong Kong Companies Ordinance.
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BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong
Standards on Auditing (“HKSASs”) issued by the HKICPA. Our
responsibilities under those standards are further described in
the Auditor’s Responsibilities for the Audit of the Consolidated
Financial Statements section of our report. We are independent
of the Group in accordance with the HKICPA's Code of Ethics
for Professional Accountants (the “Code”) and we have fulfilled
our other ethical responsibilities in accordance with the Code.
We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

MATERIAL UNCERTAINTY IN RELATED TO
GOING CONCERN

We draw attention in note 3(a) to the consolidated financial
statements which describes that the Group has net current
liabilities of approximately HK$80,822,000 for the year ended
31 March 2022. These conditions, along with other matters as
set in note 3(a) to the consolidated financial statements, indicate
the existence of a material uncertainty that may cast significant
doubt on the Group’s ability to continue as a going concern. Our
opinion is not modified in respect of on this matter.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the
consolidated financial statements for the year ended 31 March
2022. These matters were addressed in the context of our audit
of the consolidated financial statements as a whole, and in
forming our opinion thereon, and we do not provide a separate
opinion on these matters. In addition to the matter described in
the Material Uncertainty Related to Going Concern section, we
have determined the matter described below to be the key audit
matters to be communicated in our report.
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KEY AUDIT MATTERS (continuea)

Impairment assessment of intangible asset

Key audit matter

HEEZEHE

As at 31 March 2022, the carrying amount of intangible asset
of approximately HK$1,373,224,000 represents an in-process
research and development project in oral insulin product.
RZEZ_F=ZA=+—-H EFEENKEED
1,373,224 000 THEMRARES REmEEETHHER
B o

The Group is required to, at least annually, perform
impairment assessment of intangible asset that have an
indefinite useful life.
EREFRERVBFRABERAIGEAFHNETEEET
— R E A -

In carrying out the impairment assessment, intangible asset
has been allocated to research and development cash
generating unit (“R&D CGU”). Significant judgements and
assumptions are required by the management of the Group
in assessing the recoverable amount of intangible asset. The
recoverable amounts are determined by the assumptions,
including the estimated successful rate, revenue growth rate,
gross profit ratio and long-term growth rate used in the cash
flow projection and the discount rate.
ETRENRE BREECT I IREMERTELEN
(MEReELEMN]) EXEEEREBAETHEVEEN
AREEBRAELERHAGRMGEE - REARLDEERD
RR% - BEEAREREEGMANOMETRNE  WALR
EEMERRBABRE  ARMBRE-

Management engaged an independent qualified professional
valuer to prepare valuation report for the assessment of the
recoverable amounts of intangible asset, which involved the
exercise of significant judgements and estimation.
ERERERABUGEABRZEMEMARTRELEENTR
MeRGUEERS  EPSRELERAGRESE -

We identified the impairment assessment of intangible asset
as a key audit matter, because management involved the
exercise of significant judgements and estimation.
BEHRENEENREIGABRERER AAEEE
REEHERAGRMEE -

FEAREZEE
BmEEENBETM

How the matter was addressed in our audit

BEEHEERTNEE L E

Our major audit procedures to address this matter included the
following:
EEHHNEENTIEEREFAETISE:

o Evaluating the independent qualified professional valuer’s
competence, capabilities and objectivity and reviewing
their terms of engagement with the Group;

o HMHBURERZEXRMEMNTR RAIRTEN ¥
EHNREE ESEEANGKT

o Obtaining the external valuation report and discussion
with valuer about the valuation process, methodologies
used and market evidence to support significant
judgements and assumption applied in the valuation
model including estimated successful rate, discount rate
and growth rate;

o HBNBRERE TRMEEMMRGERE HRAAE
ExfhEEXMAERAERBRRNTSREEE
BRERERE)ETA®

o Checking arithmetical accuracy of the valuation
calculation;

o REMEFERLGAEER:

o Checking key assumptions and input data in the
valuation model to supporting evidence;

o RAEERAANBRBEILBABRBAZAEERE:

o Obtaining and performing sensitivity analysis on the key
assumptions, to ascertain that selected adverse changes
to key assumptions, both individually and in aggregate,
would not cause the carrying amount of intangible asset
to exceed its recoverable amount.

e DEHRBRUMLETHEREAS  UETHRRRE
METIMEH (AR RLERM) TR R EENRET
EBRLEAMKEEE -
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OTHER INFORMATION

The directors are responsible for the other information. The
other information comprises the information included in the
annual report, but does not include the consolidated financial
statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not
cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is
materially inconsistent with the consolidated financial statements
or our knowledge obtained in the audit or otherwise appears
to be materially misstated. If, based on the work we have
performed, we conclude that there is a material misstatement
of this other information, we are required to report that fact. We
have nothing to report in this regard.

RESPONSIBILITIES OF DIRECTORS AND
THOSE CHARGED WITH GOVERNANCE
FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

The directors are responsible for the preparation of the
consolidated financial statements that give a true and fair
view in accordance with HKFRSs issued by the HKICPA and
the disclosure requirements of the Hong Kong Companies
Ordinance and for such internal control as the directors
determine is necessary to enable the preparation of
consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors
are responsible for assessing the Group’s ability to continue as
a going concern, disclosing, as applicable, matters related to
going concern and using the going concern basis of accounting
unless the directors either intend to liquidate the Group or to
cease operations, or have no realistic alternative but to do so.

Those charged with governance are responsible for overseeing
the Group’s financial reporting process.
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our objectives are to obtain reasonable assurance about
whether the consolidated financial statements as a whole are
free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes our opinion. This
report is made solely to you, as a body, in accordance with
Section 90 of Bermuda Companies Act 1981, and for no other
purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.
Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs
will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken
on the basis of these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise
professional judgment and maintain professional skepticism
throughout the audit. We also:

° Identify and assess the risks of material misstatement of
the consolidated financial statements, whether due to fraud
or error, design and perform audit procedures responsive
to those risks, and obtain audit evidence that is sufficient
and appropriate to provide a basis for our opinion. The
risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as
fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

° Obtain an understanding of internal control relevant to
the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the
Group’s internal control.

° Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and
related disclosures made by the directors.
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

Conclude on the appropriateness of the directors’ use of
the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast
significant doubt on the Group’s ability to continue as a
going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s
report to the related disclosures in the consolidated
financial statements or, if such disclosures are inadequate,
to modify our opinion. Our conclusions are based on the
audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the
Group to cease to continue as a going concern.

° Evaluate the overall presentation, structure and content
of the consolidated financial statements, including the
disclosures, and whether the consolidated financial
statements represent the underlying transactions and
events in a manner that achieves fair presentation.

° Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities
within the Group to express an opinion on the consolidated
financial statements. We are responsible for the direction,
supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

We communicate with those charged with governance
regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during
our audit.

We also provide those charged with governance with a
statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with
them all relationships and other matters that may reasonably be
thought to bear on our independence, and where applicable,
actions taken to eliminate threats or safeguards applied.
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continueq)

From the matters communicated with those charged with
governance, we determine those matters that were of most
significance in the audit of the consolidated financial statements
of the current period and are therefore the key audit matters.
We describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or when,
in extremely rare circumstances, we determine that a matter
should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in the independent
auditor’s report is Mr. Yip Kai Yin with Practising Certificate number
P07854.

Elite Partners CPA Limited
Certified Public Accountants

10th Floor

8 Observatory Road
Tsim Sha Tsui
Kowloon, Hong Kong

26 July 2022

INNOVATIVE PHARMACEUTICAL BIOTECH LIMITED 2022 Annual Report

REMPREBEZRGESMKERRE
EENET o

REREERBNERT  BEFEEHA
HEGAMBREANEBTZEFEEZNS
B AMEBKEREZSEE BSELZR
A& i 25 R IE - BRIDERIOER
IRARRABEZSZER  AEBHRFR
MERT  MEBBMEESRETER
XREHRERMBERRBHELENAR
Mz MEFRETEERETEEZS
18 o

HARBYZBMBEZETEEABRAR
REBEL  HUXBERRERPO7854 o

MrTEEStMEEMERAE
PRSI

BB NEE
LR
KX & B8
1042

- F+HAZ+H



Consolidated Statement of Profit or Loss and Other Comprehensive Income

GEeEsEkAMEZEKER

For the year ended 31 March 2022
BHE-_ZT-_—_F=-A=+—HLHFE

2021
HK$’000 HK$’000
FTER FAT
Revenue Wz 6 11,145 15,189
Cost of sales 85 & A AR (10,091) (13,784)
Gross profit EH 1,054 1,405
Other income H Al A 8 83 255
Other gains and losses, net Hiblhzs & BB 558 8 250,734 219
Administrative expenses THRAX (17,243) (16,910)
Research and development MR
expenses (8,246) (6,092)
Finance costs M%EA 9 (189,951) (191,032)
Profit/(loss) before income tax FT38iaaEs (&) 36,431 (212,155)
Income tax expense FEHAX 10 - =
Profit/(loss) for the year FRBM(EE) 11 36,431 (212,155)
Other comprehensive income/ Hp2mbzs (FAxX
(expenses):
ltems that may be reclassified Hig a5t SHEE B
subsequently Z /_’5/'
to profit or loss:
Exchange differences on B BINE 2 ERE
translation of foreign operations ¥ 129 (40)
Other comprehensive FAEMEE
income/(expense) for the year W=/ (FAx) 129 (40)
Total comprehensive income/ FREEWRE (X)) BT
(expense) for the year 36,560 (212,195)
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

e Bn REMEEER
For the year ended 31 March 2022
HE-_T-_—_F=-A=+—HLHFE

Profit/(loss) for the year

ATALTREFR RN,

HK$°000
FET

2021
—E-—4F
HK$’000
F& T

attributable to: (E518) -
Owners of the Company ZiN/NSIE SN 45,803 (204,939)
Non-controlling interests FE1E AR #E 5 (9,372) (7,216)
36,431 (212,155)
Total comprehensive income/ IWTATEEERZAERZE
(expense) for the year S (AX) s
attributable to:
Owners of the Company ZiN/NSIE SN 45,985 (204,979)
Non-controlling interests e g (9,425) (7,216)
36,560 (212,195)
HK cents HK cents
A AL ol
Earnings/(loss) per share BRAEF,(EEB) 15
Basic HK 3.13 (14.00)
Diluted E (3.59) (14.00)
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Consolidated Statement of Financial Position

e PRI R

As at 31 March 2022
RZE-_—_F=H=+—H

2022 2021
Notes HK$ (0]0]0} HK$’000
=3 FE T FHE T
Non-current assets IEREBEE
Right-of-use assets FREEE 17 2,822 1,186
Intangible asset m L 18 1,373,224 1,373,224
1,376,046 1,374,410
Current assets mENEE
Trade receivables B 5 eI R K 19 9,260 15,323
Prepayments, deposits and other FERRIE e kEMmE
receivables W kI8 20 5,607 4,485
Bank balances and cash IRITHEB AR S 21 4,083 8,992
18,950 28,800
Current liabilities mEBaE
Trade payables B EMNERER 22 8,153 5,479
Lease liabilities HEBE 23 1,881 1,118
Accruals and other payables EAERARAEMERNK 3,975 1,686
Amounts due to non-controlling JFE 1 I 20 A% 4 245 FR E
interests 24 3,092 3,092
Amounts due to former non- FE ST A JE 15 AR 4 55 3K IE
controlling interest 24 724 823
Loans from a substantial KE—UFTERRER
shareholder 24 40,000 20,000
Amount due to a former associate JE TR BSE 2 N A KT8 24 41,947 41,947
Convertible bond Al % (& 26 — 726,528
99,772 800,673
Net current liabilities mBBEFE (80,822) (771,873)
Total assets less current liabilities REERMBEE 1,295,224 602,537
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Consolidated Statement of Financial Position
e PBAMRRE

As at 31 March 2022

R-E-_—_#=A=+—H

2022
—E-=

HK$’000
FRET

2021

HK$’000
THATT

Non-current liabilities EREEE
Convertible bonds AR (& 25 26 871,791 206,784
Lease liabilities HEAE 23 968 =
Loan from a non-controlling REFEEREZER 24
interest 10,346 20,929
Loan from a former associate AR E AT ZERK 24 16,853 16,118
899,958 243,831
NET ASSETS EEFE 395,266 358,706
Capital and reserves BEARRFHE
Share capital B& 7K 27 14,642 14,642
Reserves G (564,009) (609,994)
Equity attributable to owners of the AR T A A FEIL#E 2
Company (549,367) (595,352)
Non-controlling interests FEFE AR B & 30 944,633 954,058
TOTAL EQUITY L 395,266 358,706

The consolidated financial statements on pages 46 to 140 were
approved by the Board of Directors on 26 July 2022 and are
signed on its behalf by:

Jiang Nian
BF
DIRECTOR
=
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As at 1 April 2020

Consolidated Statement of Changes in Equity

Share
capital

Bx
HK$'000
TR

Share
premium
account

Kt
HER
HK$'000
ThER
(Note a)

meEREER
For the year ended 31 March 2022
BHE-_ZT-_—_F=-A=+—HLHFE

Attributable to owners of the Company

AAREEARG

Foreign
Convertible currency Non-
bonds equity Others Statutory translation  Accumulated controlling Total
reserve reserve reserve reserve losses interests equity
GE:J3
E5ES AR
1 HipffE e i ZHER & i ERfE
HK§'000 HK§'000 '00 HK$ 00! HK$'000
TR 5 T T TAL
(Note b) ( 0 )
GED)

14,642 1,119,294 575,392 4140 347 2 (2,104,190) (390,373) 958,146 567,773
Loss for the year - - - - - - (204,939) (204,939) (7.216) (212,155)
Other comprehensive expense ~ EREM2ERT
for the year - - - = = (40) = (40) = (40)
Total comprehensive expenses  FRRARTEE
for the year - - - - - (40) (204,939) (204,979 (7.216) (212,199)
Deregistration of subsidiaries A EMBARER - - - - (347) - 347 - 3128 3,128
As at 31 March 2021 and
1 April 2021
1464 1,119.204 575,392 4,140 - (38 (2308782) (595,35) 954,058 356,706
Profit for the year i - - - - - - 45,803 45,803 (9,372 36,431
Other comprehensive income R EH2EN &
for the year - - - - - 182 - 182 (53) 129
Total comprehensive income A2 ENEAE
for the year - - - - - 182 45,803 45,985 (9,425) 36,560
As at 31 March 2022
=A=1-A 14,642 1,119,294 575,392 4,140 - 144 (2,262,979) (549,367) 944,633 395,266

202254 EMBERENNEERLA
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Consolidated Statement of Changes in Equity

/\\/T\

4:4»- Nz @J
A= EE

For the year ended 31 March 2022
BHE_ZT-__F=-A=+—HIFE

Notes:

(@

(b)

The share premium account represents the amount subscribed for share
capital in excess of nominal value.

Convertible bonds equity reserve represents the amount allocated to
the equity component of convertible bonds issued by the Company
recognised in accordance with the accounting policy adopted for
convertible bonds in note 4(g)(iii) to the consolidated financial statements.

As stipulated by the relevant laws and regulations of the People’s Republic
of China (“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
capital. During the years ended 31 March 2022 and 2021, there was no
transfer from retained profits to the statutory reserve since the Group’s
PRC subsidiaries incurred net loss in those years.

Foreign currency translation reserve represents gains/losses arising on
translating the net assets/liabilities of foreign operations into presentation
currency.

Other reserve represents:

(i) the difference of HK$3,607,000 between the amount by which
the non-controlling interests of Longmark (Shanghai) HealthCare
Limited (“Longmark (Shanghai)”’) were adjusted and the cash
consideration of RMB2.5 million received arising from deemed
disposal of 20% of the registered capital of Longmark (Shanghai)
that do not result in the losing control by the way of capital injection
in 2012;

(ii) the difference of HK$7,940,000 between the amount by which the
non-controlling interests of Longmark (Shanghai) were adjusted and
the cash consideration of RMB7.49 million received arising from
deemed disposal of 37.47% of the registered capital of Longmark
(Shanghai) that do not result in the losing control by the way of
capital injection in 2013; and

(iii) amount of HK$7,407,000 transferred to non-controlling interests
arising from waiver of loans to a non-wholly owned subsidiary
during the nine-months ended 31 March 2014.

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.
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BHRERERBRACEBLEMEZHE -
AR EHEERFEESESIRTFTEAARE
TR ES 2 ERIH @})““Ei G
R 2% MY 3E4(Q)(iii) 7 AT #2 AR Le%%ﬁﬁﬁ’] = ﬁﬂ(%ﬁ

Wi -

RRAEARKME((FE])WEBEERE
BMATETE - SF SR FFEA - ERREEZLH
AEEWBAREAEBEFIERLI0%E
EEREE o imﬁ%@T%ﬁﬁ%%ﬁ%%
HEE WEASIUMEEIBRRIZHMEBR

RIZEEFEREMBNERZEESIER -
REBEE_T-__FR-_FT=_—F=A=+—H
IEFE ARAEEZPENRBRARINZESF
EHHEHBETFE RYBETHNSERLRE
SR B AT o

SR BRERERENEBZEE AEF
HME B2 EEMEE ZWRE B8 -

Hib s

i RERLESREEEZRFEARAA
(TR (L)) FEFE B ME 25 10 38 B
CHRE_T-—_FREFEHEER(L
)M EAR20% CGRETER A mESE
BREZEFBMEENRSKBAR
#2,500,0007T 2 fA #) % %83,607,0007%
JC

iy PRERLESOIEERESNAESE
Eﬁifg—ii%&ﬁfﬁtﬂ BEMR (L/8)
M&EAR37.47% CGBBTE H A MEEH
KEZFRMEEANRSRBEARE
7,490,0007T 2 [EH) Z 587,940,000 7T
&

iy MREBEEZT—NOF=ZA=+—HIEIE
ﬂ AREH-—RIE2EMNBEARNE
TR S B T IR IR s ) € $H 7,407,000

/%7'13°
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Consolidated Statement of Cash Flows
:nv_\éIﬁﬁﬁi‘%‘%

As at 31 March 2022
R-_E-_—_#=A=+—H

OPERATING ACTIVITIES

2022
—ZEg- =

HK$’000
TERT

2021

—E -
HK$’000
FABTT

Profit/(loss) before tax A&, (E18) 36,431 (212,159)
Adjustments for: EEELE
Depreciation of property, plant and mME - - BELZBEINE
equipment - 35
Depreciation of right-of-use assets FTREEEFRE 2,130 2,274
Gain on modification of convertible Bk ES W s
bonds (250,653) —
Gain on disposal of property, plant PEME BMERZHEZ
and equipment W g - (13)
Interest income from banks |WITH 2 A 1 —
Interest income from rental deposit & X4 2 F B A 2 29
Effective interest expense on MR ESZERHE
convertible bonds -3 189,132 190,170
Gain on deregistration of subsidiaries 1 $ i B 2 &) E flt 2 U 25 - (280)
Imputed interest expense on JE Y BEt 2 2 7] 2 BT B
loan from the subsidiary NABERZHEF B
of an associate 2 735 735
Interest on lease liabilities HEBERN S 84 127
Allowance of expected credit losses 78 Hi{= B &5 18 B 5 415 496
Reversal of allowance for expected %[0l 78 Hi (= B &5 18 B 45
credit losses (496) (422)
Operating cash out flows before EEESEIHE 2
changes in working capital RERE M (22,219) (19,004)
Decrease in trade receivables B 5 FE W IR ZOR 6,144 211
Increase in prepayments, deposits and FEfTFRIE - L& &
other receivables H & U 3R T $E A0 (1,124) (1,321)
Decrease/(increase) in trade payables B 5 & Bk ZOR 4 (3 hn) 2,674 (4,774)
Decrease/(increase) in accruals and B ERREAMmEN
other payables FIERE A (35 ) 2,190 (118)
NET CASH USED IN RETHMAZREFE
OPERATING ACTIVITIES (12,335) (25,006)
INVESTING ACTIVITIES BREETH
Interest received from banks 2 RITH E (1) =
Proceed from disposal of property, HEWE - BE K REFT
plant and equipment (EE Q| - 13
NET CASH (USED IN)/GENERATED ®R&EE (FiA) FiEzR%E
FROM INVESTING ACTIVITIES F (1) 13

202254 EMBERENNEERLA



Consolidated Statement of Cash Flows
meEREenER

As at 31 March 2022
R-_E-_—_#=A=+—H

2022 2021
—E-= —E—F
HK$’000 HK$’000
THET T
FINANCING ACTIVITIES MEETH
Repayment of loan from a BEIFEREZER
non-controlling interest (10,583) —
Proceeds from loans from a EXTERRERMBRIEA
substantial shareholder 20,000 13,000
Interest paid on lease liabilities HEBGBZENFE (84) (127)
Repayment of lease liabilities EBEHEEAaRG (2,035) (2,300)
NET CASH GENERATED FROM RMEFTHMEB2REFHE
FINANCING ACTIVITIES 7,298 10,573
NET DECREASE IN CASH AND ReRRESEEYHDFEHE
CASH EQUIVALENTS (5,038) (14,420)

CASH AND CASH EQUIVALENTS AT ¥R e RkEELEEY
THE BEGINNING OF THE YEAR 8,992 22,936

EFFECT OF FOREIGN EXCHANGE /\#EX&Hx %
RATE CHANGES 129 476

CASH AND CASH EQUIVALENTS AT SRR ERESZEEY -
THE END OF THE YEAR,
represented by bank balances and BRITEHKEBR S
cash 4,083 8,992
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1.

Notes to the Consolidated Financial Statements

GENERAL INFORMATION

Innovative Pharmaceutical Biotech Limited (the “Company”)
was incorporated in the Cayman lIslands as an exempted
company with limited liability under the Companies Law of
the Cayman Islands. On 1 March 2013, the Company has
been deregistered in the Cayman Islands and continued
in Bermuda as an exempted company with limited liability
under the laws of Bermuda. The Company’s shares are
listed on the Main Board of The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”). The address of its
registered office is Clarendon House, 2 Church Street,
Hamilton HM 11, Bermuda. The principal place of business
in Hong Kong is situated at Unit No. 2111, 21/F, West
Tower Shun Tak Centre, 168-200 Connaught Road Central,
Sheung Wan, Hong Kong.

The Company is an investment holding company. The
principal activities of its subsidiaries (together with the
Company referred to as the “Group”) are set out in note 30
to the consolidated financial statements.

APPLICATION OF AMENDMENTS TO
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”)

Amendments to HKFRSs that are mandatorily

effective for the current year

In the current year, the Group has applied the following
amendments to HKFRSs issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA”) for the first
time, which are mandatorily effective for the annual periods
beginning on or after 1 April 2021 for the preparation of the
consolidated financial statements:

Amendments to HKKFRS 9, HKAS 39,
HKFRS 7, HKFRS 4 and HKFRS 16
ERMBHREENFEIR - BALTERZEI9
9% BEVBMELERETR BAMBR
HERAFBIRRBEEUBREERNFE165 2
BT
Amendment to HKFRS 16
2021
BERMBHREENFE165 2B AR

FIREENS — &

e PR HRRME

—BER
EMBERAMBFAERAR (AR
ADBREREHERAFERNHASHS
AR ABEREBEREMEAR o B
—E—Z=ZFZA—B ARFEHEL
HAEHE M WRIERRE
EOILNERRBREERAIZER
REREFE - ARRIRHRE BB
ARGHERAR([BRAT])ER L
™™ o EH 5Tl 9% F B th 4f A& Clarendon
House, 2 Church Street, Hamilton
HM 11, Bermuda - EB/ B F B &3
B AL BB IR T 58 B 168-200
FEEROLAEAE2RNNME -

ARA/—EREZERAT - AN B
RE(ERARABAIAEE])ZE
2EBHANEA B RERMEI0 -

FER&E®BMKE RS EEL
TERBTBHREED ] 2
&l A
REFERIERNEBHK
HEEAZBITAR

RAFE RXEBRHRRESME
BRHEBREAHEBSAA
g(&EgmAg)BMAR-T
“—FNA-HRZERENFEES
8198 i) 4 B T 5 R HE RT B B M 15
3R SR

Rt~

Interest Rate Benchmark Reform — Phase 2

“ B

Covid-19-Related Rent Concessions beyond 30 June

TE - —FRA=1+HEMNCOVID-19HEHE E R

202254 EMBERENNEERLA
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Notes to the Consolidated Financial Statements

AR e SRR M

62

APPLICATION OF AMENDMENTS TO 2.
HONG KONG FINANCIAL REPORTING

STANDARDS (“HKFRSs”) (continueq)

Amendments to HKFRSs that are mandatorily
effective for the current year (continuea)

The application of the amendments to HKFRSs in the
current year has had no material impact on the Group’s
financial position and performance for the current and
prior years and/or on the disclosures set out in these

consolidated financial statements.

New and amendments to HKFRSs in issue but

not yet effective

The Group has not early applied the following new and
amendments to HKFRSs that have been issued but are not

yet effective:

HKFRS 17

BB ﬁﬁ‘k#&%ﬁﬁu%wﬁﬁ

Amendments to HKFRS

BV GEHREERE 35)‘2@ RN
Amendments to HKFRS 10 and HKAS 28

EBUBREENEORR
& 5 @ R B B285% 2 15 T A

Amendments to HKAS 1

FEREGERFEIR ZEFTR

Amendments to HKAS 1 and HKFRS Practice
Statement 2

EA G ERNE IR NE BV B REER
BB MEFE2R 2B AN

Amendments to HKAS 8

BEASERESR ZIBFT A

Amendments to HKAS 12

EAEE

B s ERF125 2B A
Amendments to HKAS 16

B ZFHERF165 2 BEF] K
Amendments to HKAS 37

B G ERFEITRZIEFTAR
Amendments to HKFRSs
BBV BHREER ZBFTAR

=W
IH
OF
o B
]
ofF S
st
Iff

= o
2t
Tﬂ

fﬁ

e

BAEET B BB TS s
J%TZIK'iIZliﬁJ*&Lﬁifzﬁﬁ
R KRB K AR E B
ﬁﬁ?&&ﬁl,ﬂﬁ\ﬁk%%o

‘m:LE\

OfF >4 B+ § (1
i HE A 2
N
F
2
E{
P ils
f
L
o (1
B3
‘EE
Qﬁ
#

Insuranoe Contracts and the related Amendments?

R & # RIEEER] A2

Referenoe to the Conceptual Framework!

B E SR 5 A

Sale or Contribution of Assets between an Investor
and its Associate or Joint Venture®

?xiééﬁiﬁ HE AR EELFECANEEHEEK

3

Classification of Liabilities as Current or Non-
current and related amendments to Hong Kong
Interpretation 5 (2020)2

Hﬁ%{%ﬁiﬁﬁmg_i;';um@&%/ B EELS M E

Disclosure of Accounting Policies?

e H BB R E

Definition of Accounting Estimates?

BRI E &2

Deferred Tax related to Assets and Liabilities arising
from a Single Transaction?
E-RPEENEE K BEHEBHNRIENIE?

Property, Plant and Equipment — Proceeds before
Intended Use! )

ME - BENMERE — BT RERAZAEHIA

Onerous Contracts — Cost of Fulfilling a Contract!

BIEESH — BITEHZKA

Annual Improvements to HKFRSs 2018-2020"
- E)\Ei_ Z_TFEERBUBRELANFE

1

1 Effective for annual periods beginning on or after 1 January 2022. 1 RZEZ—F—A—BlUNERBZF
EHR AR -
2 Effective for annual periods beginning on or after 1 January 2023, 2 RZTE_=F—A—Hx N ERBEZF
EHAM A -
3 Effective for annual periods beginning on or after a date to be 3 RETEHKUNERBZFEHBE
determined. B o

The directors anticipate that the application of all new and
amendments to HKFRSs and HKAS will have no material
impact on the consolidated financial statements in the

foreseeable future.

ExTAMEAMA ] REIE
BHMBHELEIEFEGAEAR
LR \%ﬁ,m/\ﬁﬂ“#&%Lﬁk
ERPE-

&l %-?
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Notes to the Consolidated Financial Statements

3. BASIS OF PREPARATION

(a) Statement of compliance

The consolidated financial statements have been prepared
in accordance with all applicable Hong Kong Financial
Reporting Standards (“HKFRSs”), which collective term
includes all applicable individual HKFRSs, Hong Kong
Accounting Standards (“HKASs”) and Interpretations issued
by the Hong Kong Institute of Certified Public Accountants
(the “HKICPA”), accounting principle generally accepted in
Hong Kong and the applicable disclosure requirements of
the Hong Kong Companies Ordinance. These consolidated
financial statements also comply with the applicable
disclosure provisions of the Rule Governing the Listing of
Securities on the Stock Exchange (“Listing Rule”).

In preparing these consolidated financial statements, the
directors have considered the future liquidity of the Group,
including but not limited to the followings:

()  The Group has net current liabilities of approximately
HK$80,822,000 as at 31 March 2022 and
incurred operating cash outflow of approximately
HK$5,038,000 for the year ended 31 March 2022;

(i)  The Group has outstanding convertible bonds with
principal amounts of HK$715,000,000 to be mature in
July 2023; and

(i) The Group’s major assets, being the development
of oral insulin product in the PRC, is currently
under the stage of Phase Il clinical trial (“Clinical
Trial”), the validity of future cash flow arising from
the commercialisation of the oral insulin product
is depending on the successful of the Clinical Trial
and obtaining the necessary approval from National
Medical Products Administration.

These conditions indicate the existence of a material
uncertainty which may cast significant doubt about
the Group’s ability to continue as a going concern and
therefore the Group may be unable to realise its assets and
discharge its liabilities in the normal course of business.

(a)

e SRR

mREE
BREH
REMBHRRIRETESHAMAE
(B EMAg) R ZMAEER
BAVBRELAN(BFEH G REE
Al BEMAEEM @R &S89
WEER  FEEAEM(E B G
ZADRZE) BAELAREFTRA
&SN YNCIR ST b R sl
%% ° RERA M ERINE TR A
B EmRATERRAD ZERRK

%MX °

RRBEGAVHERRE  EFCERE
AEENRERBE SR - BIRE
ARVAT &R

) XREBEBR-_ZT-_F=A78
=+ EIZ%@JE%‘\%%E@%
80,822,000 7T ° —z
::i ﬂ +— EiiFFE
2 &3 R 4 55,088,000
/’%TE'

(i) 7<% M A % %8 /715,000,000
TTZ M ARITE AR ESFER
“E-=F+AEEH K

(i) "EBZEBZEERETERA
HORRESREM * BATLERRN
mARBRE=H(HAAR]
mMORBREEREREmILEL
MARKRERE 2B RIERR
KRR ERAAD - EREER
EmMEEEBRRNYELRME -

ZERNBRNFEEANTHEENL - X
ECABARENRBERLERENESE
EK%&FEJ Iﬁt KEITQEH/XE

BfE-
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Notes to the Consolidated Financial Statements
e BTSRRI

(a)

BASIS OF PREPARATION (continueq)

Statement of compliance (continuea)
Notwithstanding the aforesaid conditions, these
consolidated financial statements have been prepared on a
going concern basis on the assumption that the Group will
be able to operate as a going concern for the foreseeable
future. In the opinion of the Directors, the Group can meet
its financial obligations as and when they fall due within
the next year from the date of the consolidated financial
statements, after taking into consideration of the following
measures and arrangements made subsequent to the
reporting date:

()  The Company obtained a confirmation from the
Group’s former associate and confirm in written that
they will not demand for repayment of approximately
HK$41,947,000 as at 31 March 2022 for a period of
at least 12 months from the date of approval of these
financial statements.

(i)  The Company obtained the financial support of the
substantial shareholder and confirm in written that
they will not demand for the loan of HK$40,000,000
as at 31 March 2022 for a period of at least 12
months from the date of approval of these financial
statements and agreed to provide the Company with
sufficient financial support to enable the Company to
meet its obligations to third parties as and when they
fall due and to continue as a going concern.

(i)  The management of the Company is currently working
on the Clinical Trial which has been commenced in
July 2020 and over 250 patients have been selected
and enrolled in the Clinical Trial. The management is
making every effort to achieve the expected timeline
that the oral insulin product will be launched in the
mid of 2024. As at the date of this report, there is no
negative feedback from the Clinical Trial. The Group
performs annual tests of impairment on intangible
asset and no impairment is required.

(iv) The Company is actively negotiating with the

convertible bond holder for renewal the maturity of the
convertible bond.

INNOVATIVE PHARMACEUTICAL BIOTECH LIMITED 2022 Annual Report

3. WEHEE»
(@) EHREH®
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Notes to the Consolidated Financial Statements

BASIS OF PREPARATION (continueq)

Statement of compliance (continuea)

(v) Smart Accent has obtained further financing facilities
of HK$12,000,000 from its shareholders, Clear Rich
International Limited, a wholly owned subsidiary of
the Group, and Extrawell BVI Limited, a wholly owned
subsidiary of Extrawell to support the Clinical Trial and
other development cost. The total funding amount will
be shared by the Group and Extrawell in proportion of
51% and 49% respectively.

On the basis of the foregoing, and after assessing the
Group’s current and forecasted cash positions, the
Directors are satisfied that the Group will be able to meet
in full the Group’s financial obligations as they fall due for
the period of twelve months from the date of consolidated
financial statements. Accordingly, the consolidated financial
statements of the Group have been prepared on the going
concern basis.

Notwithstanding the above, significant uncertainties exist
as to whether management of the Company will be able
to implement the abovementioned plans and measures.
Whether the Group will be able to continue as a going
concern would depend on the Group's ability to generate
financial and operating cash flows through the following:

()  Successful to complete the Clinical Trial and the
Product have launch in the mid of 2024; and

(i) Successful negotiation with the holder of the
convertible bond for renewal the maturity of the
convertible bond.

Should the above measures not be implemented as
planned, the adoption of going concern basis may not be
appropriate, and adjustments would have to be made to
write down the carrying amounts of the Group’s assets
to their net realisable amounts, and reclassify non-
current assets and non-current liabilities as current assets
and current liabilities, respectively. The effects of these
adjustments have not been reflected in these consolidated
financial statements.

(a)

e SRR

iR H X )

ERER®

vy, EEEEHEHBREBEEERER
AR (AEBEHNEZEHBERR) X
Extrawell BVI Limited ({58892
BENERARE—FPRERES
E12,000,0007 7T LA A IE G R &,
BAkEMBAEXNR - REES
AR AEERFEDFIA51%
NA49%H L Bl & 4 -

EREXREFEAEENA
AR ARt R EIORIE - ERERNAR
BH A EENEMEEENGEEME
BREMES T @A ANEIHEE
HETABET - Bt AEBNEKR
EHMBRRCEBEEERE -

BEM > ARBEEEBRELTER L
S RERDFEEANTEE
- REBREURELEERES
e BRI AERBEESEBBUTNT
N EERERKERERE:

() HMIHhERBEARAB ERSR
“E-NFEFREL R

(i) BAIMRESRFBEARERA
BMERESBHBENKHKY

5 Ll i R BEIRAT B E 1T - ZREX
FEKEEERN—FRE  LAEH

HE - BAKEEE ZKEE B

MBREINEF S BSRBEE
MRBHABE ZEABZEELR
REZFEAVHRRPRBR -
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Notes to the Consolidated Financial Statements

AR e SRR M

(b)

BASIS OF PREPARATION (continueq)

Basis of measurement

The consolidated financial statements have been prepared
under the historical cost basis except for financial
instruments, which are measured at fair values at the
ended of each reporting period, as explained in the
accounting policies set out below.

Historical cost is generally based on the fair value of
consideration given in exchange for goods and services.

Fair value is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date,
regardless of whether that price is directly observable or
estimated using another valuation technique. In estimating
the fair value of an asset or a liability, the Group takes into
account the characteristics of the asset or liability if market
participants would take those characteristics into account
when pricing the asset or liability at the measurement date.
Fair value for measurement and/or disclosure purposes in
these consolidated financial statements is determined on
such a basis, except for share-based payment transactions
that are within the scope of HKFRS 2 “Share-based
Payment”, leasing transactions that are amounted for in
accordance with HKFRS 16, and measurements that have
some similarities to fair value but are not fair value, such as
net realisable value in HKAS 2 “Inventories” or value in use
in HKAS 36 “Impairment of Assets”.

In addition, for financial reporting purpose, fair value
measurements are categorised into Level 1, 2 or 3
based on the degree to which the inputs to the fair value
measurements are observable and the significance of the
inputs to the fair value measurement in its entirety, which
are described as follows:

— Level 1 inputs are quoted prices (unadjusted) in active
markets for identical assets or liabilities that the entity
can access at the measurement date;

— Level 2 inputs are inputs, other than quoted prices
included within Level 1, that are observable for the
asset or liability, either directly or indirectly; and

— Level 3 inputs are unobservable inputs for the asset or
liability.
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Notes to the Consolidated Financial Statements

BASIS OF PREPARATION (continueq)

Basis of measurement continued)

The preparation of consolidated financial statements in
conformity with HKFRS requires the use of certain critical
accounting estimates. It also requires management
to exercise its judgement in the process of applying
the Group’s accounting policies. The areas involving
a higher degree of judgement or complexity, or areas
where assumptions and estimates are significant to the
consolidated financial statements are disclosed in note 5.

Functional and presentation currency

The functional currency of the Company is Hong Kong
dollar (“HK$"), which is the same as the presentation
currency of the consolidated financial statements.

SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies applied in the
preparation of these consolidated financial statements
are set out below. These policies have been consistently
applied to all the years presented, unless otherwise stated.

Basis of consolidation

The consolidated financial statements comprise the
financial statements of the Company and its subsidiaries.
Inter-company transactions and balances between group
companies together with unrealised profits are eliminated
in full in preparing the consolidated financial statements.
Unrealised losses are also eliminated unless the transaction
provides evidence of impairment on the asset transferred,
in which case the loss is recognised in profit or loss.

Subsidiaries

Subsidiaries are all entities over which the Group is able
to exercise control. The Group controls an entity when the
Group is exposed to, or has rights, to variable returns from
its involvement with the entity and has the ability to affect
those returns through its power over the entity. Subsidiaries
are consolidated from the date on which control is
transferred to the Group. They are deconsolidated from the
date that control ceases.
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Notes to the Consolidated Financial Statements
e BTSRRI

4.

(b)

(c)

(d)
(i)

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Subsidiaries (Continued)

Non-controlling interest in subsidiaries are presented
separately from the Group's equity therein, which
represent present ownership interest entitling their holders
to a proportionate share of net assets of the relevant
subsidiaries upon liquidation.

In the Company’s statement of financial position disclosed
in the note 31 to these consolidated financial statements,
the investments in subsidiaries are stated at cost less
provision for impairment losses. Cost includes direct
attributable costs of investment. The results of subsidiaries
are accounted for by the company on the basis of dividend
received and receivable.

Impairment testing of the investments in subsidiaries is
required upon receiving a dividend from these investments
if the dividend exceeds the total comprehensive income
of the subsidiary in the period the dividend is declared or
if the carrying amount of the investment in the separate
financial statements exceeds the carrying amount in the
consolidated financial statements of the investee’s net
assets including goodwill.

Segment reporting

Operating segments are reported in a manner consistent
with the internal reporting provided to the chief operating
decision-maker. The chief operating decision-maker, who
is responsible for allocating resources and assessing
performance of the operating segments, has been
identified as the board of directors that makes strategic
decisions.

Foreign currency translation

Functional and presentation currency

ltems included in the consolidated financial statements
of each of the Group’s entities are measured using the
currency of the primary economic environment in which
the entity operates (the “functional currency”). The
consolidated financial statements are presented in Hong
Kong dollars, which is the Company’s functional and
presentation currency.
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Notes to the Consolidated Financial Statements

e SRR

SIGNIFICANT ACCOUNTING POLICIES 4. EXEHHE»

(Continued)

Foreign currency translation (continueq) (d) ¥BE =)

Group entities (i) FEER

The results and financial position of all the group entities HYWee ERHZNEB TR A
(none of which has the currency of a hyperinflationary ElWZfﬁ‘f( AR A R A IR AR
economy) that have a functional currency different from the B2E®) 2 XENMPBRAEZET
presentation currency are translated into the presentation F&Tﬁl I REYNE:

currency as follows:

— assets and liabilities for each reporting period — REFRRBPMEEZENZEEMNE
presented are translated using exchange rates EERAZRERRZ2BETRT
prevailing at the closing rate at the end of the ERMmE

reporting period;

— income and expenses for each consolidated — REGeEakAMZEKR
statement of profit or loss and other comprehensive e §|J ZWAMBZIZEAR
income presented are translated at average exchange FIE KRB E (B IE T E R
rates for the period (unless this average is not a WIRZ5EBBITER L REH 5
reasonable approximation of the cumulative effect of BEBENE: ELEBRAT K
the rates prevailing on the transaction dates, in which YHEARRSEHZIERBRE):
case income and expenses are translated at the dates 54

of the transactions); and

— all resulting exchange differences are recognised as — FERUBEAEZEREZFEIN
a separate component of equity under the heading of BHBRFEEBETERAER 2
foreign currency translation reserve. 58 15 48 Pk B

Goodwill and fair value adjustments arising on the BERINERBRELEZEAERAFEH

acquisition of a foreign entity are treated as assets and BERZFIEBCEEMEE I

liabilities of the foreign entity and translated at the rate of EREREMRZBITERRE o 7

exchange prevailing at the end of each reporting period. FEZ[R%%@ECEIT@iEW T e

Exchange differences arising are recognised in other A o

comprehensive income.
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Notes to the Consolidated Financial Statements
e BTSRRI

(e)

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Property, plant and equipment

Property, plant and equipment are stated at historical
cost less accumulated depreciation and impairment
losses. Historical cost includes expenditure that is directly
attributable to the acquisition of the items. Subsequent
costs are included in the asset’s carrying amount or
recognised as a separate asset, as appropriate, only when
it is probable that future economic benefits associated with
the item will flow to the Group and the cost of the item can
be measured reliably. All other repairs and maintenance are
charged in the consolidated statement of profit or loss and
other comprehensive income during the period in which
they are incurred.

Depreciation of property, plant and equipment is calculated
at rates sufficient to write off their cost or revalued amounts
less their residual values over the estimated useful lives on
a straight-line basis at the following rates per annum:

Plant and machinery
Motor vehicles

3-10 years
3-8 years

The assets’ residual values, estimated useful lives and
depreciation method are reviewed, and adjusted if
appropriate, at the end of each reporting period with the
effect of any changes in estimate accounted for on a
prospective basis.

An asset’s carrying amount is written down immediately
to its recoverable amount if the asset’s carrying amount is
greater than its estimated recoverable amount.

An item of property, plant and equipment is decognised
upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset.
Gains and losses on disposal are determined by comparing
the proceeds with the carrying amount and are recognised
within other gain and losses, net in the consolidated
statement of profit or loss and other comprehensive
income.

INNOVATIVE PHARMACEUTICAL BIOTECH LIMITED 2022 Annual Report

4.

(e)

BEXEFHE e

WX BMERRE

W -~ RS N AR T A R S AR R
AT EMBEEEEIER ELKA
BREEZSHEERELE ZFX
EHEEEAMEBCARKBERERA
RERMAREB LR SEFFEBEBKA
ZIERT BERATEFABER
EEXERFBILEE (WEM) I
FHp#ERREREEEHBAE
HeBBELkEMEEBERNAE -

FEIRME  BMEMREZAGFA
ERFEH - EREREREAMEE
RAREFHHEZ B REEHRE
BZHEAE T BHEFENAT:

RS R 28
e

=E+F

RERERRREENFIREE - A
At RE A BRI A A Bl et - X
EREE AR - mAs 2T A&
FTERBEMELEAR -

MEENRMESREMGATERDE
% RIBNE & & & Bk E (E MO =
HAog s -

ME - BEERREBEBE DR EERNK
BT eRBEERZEEMEL
R BERN eE A2 IEHERR - B W e
MEBDREMAEFERETENE
BEE IRGeBRmkEMEmE
mRAEMKE R EEFEBER



(f)

4!.&@

Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Intangible assets

Intangible assets acquired separately

Intangible assets acquired separately are initially
recognised at cost. The cost of intangible assets acquired
in a business combination is the fair value at the date of
acquisition. Subsequently, intangible assets with finite
useful lives that are acquired separately are carried at
costs less accumulated amortisation and any accumulated
impairment losses.

Amortisation for intangible assets with finite useful lives
is recognised on a straight-line basis over their estimated
useful lives. The estimated useful life and amortisation
method are reviewed at the end of each reporting period,
with the effect of any changes in estimate being accounted
for on a prospective basis.

Intangible asset which represents an in-process research
and development project (“In-process R&D”) involving an
oral insulin product (the “Product”). The In-process R&D is
not amortised as it is not yet available for use.

Internally generated intangible assets (research and
development costs)

Expenditure on internally developed products is capitalised
if it can be demonstrated that:

° it is technically feasible to develop the product for it to
be sold;

° adequate resources are available to complete the
development;

° there is an intention to complete and sell the product;
° the Group is able to sell the product;

° sale of the product will generate future economic
benefits; and expenditure on the project can be
measured reliably.

Capitalised development costs are amortised over
the periods the Group expects to benefit from selling
the products developed. The amortisation expense is
recognised in profit or loss and included in cost of sales.
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Notes to the Consolidated Financial Statements
e BTSRRI

4.

(f)

(9)
(i)

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Intangible assets (continuea)

Development expenditure not satisfying the above criteria
and expenditure on the research phase of internal projects
are recognised in profit or loss as incurred.

Impairment

Intangible assets with indefinite useful lives and intangible
assets not yet available for use are tested for impairment
annually, irrespective of whether there is any indication
that they may be impaired. Intangible assets are tested for
impairment by comparing their carrying amounts with their
recoverable amounts (see note 4(h)).

If the recoverable amount of an asset is estimated to be
less than its carrying amount, the carrying amount of the
asset is reduced to its recoverable amount.

An impairment loss is recognised as an expense
immediately.

Financial instruments

Financial assets

A financial asset is initially measured at fair value plus, for
an item not at fair value through profit or loss ("FVTPL"),
transaction costs that are directly attributable to its
acquisition or issue. Trade receivables without a significant
financing component is initially measured at the transaction
price.

All regular way purchases or sales of financial assets are
recognised and derecognised on the trade date basis, that
is, the date that the Group commits to purchase or sell
the asset. Regular way purchases or sales are purchases
or sales of financial assets that require delivery of assets
within the time frame generally established by regulation or
convention in the market place.

Financial assets with embedded derivatives are considered
in their entirely when determining whether their cash flows
are solely payment of principal and interest.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Financial instruments continueq)

Financial assets (continued)

Debt instruments

Subsequent measurement of debt instruments depends on
the Group’s business model for managing the asset and
the cash flow characteristics of the asset. There are three
measurement categories into which the Group classifies its
debt instruments:

Amortised cost: Assets that are held for collection of
contractual cash flows where those cash flows represent
solely payments of principal and interest are measured
at amortised cost. Financial assets at amortised cost are
subsequently measured using the effective interest rate
method. Interest income, foreign exchange gains and
losses and impairment are recognised in profit or loss. Any
gain on derecognition is recognised in profit or loss.

FVOCI: Assets that are held for collection of contractual
cash flows and for selling the financial assets, where the
assets’ cash flows represent solely payments of principal
and interest, are measured at FVOCI. Debt investments at
FVOCI are subsequently measured at fair value. Interest
income calculated using the effective interest rate method,
foreign exchange gains and losses and impairment are
recognised in profit or loss. Other net gains and losses
are recognised in other comprehensive income. On
derecognition, gains and losses accumulated in other
comprehensive income are reclassified to profit or loss.

FVTPL: Financial assets at FVTPL include financial assets
held for trading, financial assets designated upon initial
recognition at FVTPL, or financial assets mandatorily
required to be measured at fair value. Financial assets
are classified as held for trading if they are acquired
for the purpose of selling or repurchasing in the near
term. Derivatives, including separated embedded
derivatives, are also classified as held for trading unless
they are designated as effective hedging instruments.
Financial assets with cash flows that are not solely
payments of principal and interest are classified and
measured at FVTPL, irrespective of the business model.
Notwithstanding the criteria for debt instruments to be
classified at amortised cost or at FVOCI, as described
above, debt instruments may be designated at FVTPL on
initial recognition if doing so eliminates, or significantly
reduces, an accounting mismatch.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Financial instruments (continuea)

Financial assets (Continued)

Equity instruments

On initial recognition of an equity investment that is not
held for trading, the Group could irrevocably elect to
present subsequent changes in the investment’s fair value
in other comprehensive income. This election is made on
an investment-by-investment basis. Equity investments at
FVOCI are measured at fair value. Dividend income are
recognised in profit or loss unless the dividend income
clearly represents a recovery of part of the cost of the
investments. Other net gains and losses are recognised
in other comprehensive income and are not reclassified
to profit or loss. All other equity instruments are classified
as FVTPL, whereby changes in fair value, dividends and
interest income are recognised in profit or loss.

Impairment of financial assets subject to
impairment assessment under HKFRS 9

The Group recognises loss allowances for expected credit
losses (“ECLs”) on trade receivables, deposits and other
receivables and bank balance. The ECLs are measured on
either of the following bases: (1) 12-month ECLs: these are
the ECLs that result from possible default events within
the 12 months after the reporting date; and (2) lifetime
ECLs: these are ECLs that result from all possible default
events over the expected life of a financial instrument. The
maximum period considered when estimating ECLs is
the maximum contractual period over which the Group is
exposed to credit risk.

ECLs are a probability-weighted estimate of credit losses.
Credit losses are measured as the difference between
all contractual cash flows that are due to the Group in
accordance with the contract and all the cash flows
that the Group expects to receive. The shortfall is then
discounted at an approximation to the assets’ original
effective interest rate.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Financial instruments continueq)

Impairment of financial assets subject to
impairment assessment under HKFRS 9 (continued)
The Group has elected to measure loss allowances for
trade receivables using HKFRS 9 simplified approach and
has calculated ECLs based on lifetime ECLs. The Group
has established a provision matrix that is based on the
Group’s historical credit loss experience, adjusted for
forward-looking factors specific to the debtors and the
economic environment.

For other debt financial assets, the ECLs are based on
the 12-month ECLs. However, when there has been a
significant increase in credit risk since origination, the
allowance will be based on the lifetime ECLs.

When determining whether the credit risk of a financial
asset has increased significantly since initial recognition
and when estimating ECLs, the Group considers
reasonable and supportable information that is relevant
and available without undue cost or effort. This includes
both quantitative and qualitative information analysis, based
on the Group’s historical experience and informed credit
assessment and including forward-looking information.

Significant increase in credit risk

In assessing whether the credit risk has increased
significantly since initial recognition, the Group compares
the risk of a default occurring on the financial instrument as
at the reporting date with the risk of a default occurring on
the financial instrument as at the date of initial recognition.
In making this assessment, the Group considers both
quantitative and qualitative information that is reasonable
and supportable, including historical experience and
forward-looking information that is available without undue
cost or effort.

In particular, the following information is taken into
account when assessing whether credit risk has increased
significantly:

° an actual or expected significant deterioration in the
financial instrument's external (if available) or internal
credit rating;

° significant deterioration in external market indicators
of credit risk, e.g. a significant increase in the credit
spread, the credit default swap prices for the debtor;
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(Continued)
(g9) Financial instruments (continuea) () €M T A
(i) Impairment of financial assets subject to (i) REERAMBEHREENFIREE
impairment assessment under HKFRS 9 (continueq) ’T%Eﬂﬁéiﬁiﬁ(@)
Significant increase in credit risk (Continued) 1= B & B K 1518 00 (&
e  existing or forecast adverse changes in business, . %i‘k B 7% sk 4% /ﬁ iR E Al TF

financial or economic conditions that are expected to
cause a significant decrease in the debtor's ability to
meet its debt obligations;

° an actual or expected significant deterioration in the
operating results of the debtor;

° an actual or expected significant adverse change
in the regulatory, economic, or technological
environment of the debtor that results in a significant
decrease in the debtor's ability to meet its debt
obligations.

Definition of default

For internal credit risk management, the Group considers
an event of default occurs when information developed
internally or obtained from external sources indicates that
the debtor is unlikely to pay its creditors, including the
Group, in full (without taking into account any collaterals
held by the Group).

Irrespective of the above, the Group considers that default
has occurred when a financial asset is more than 90 days
past due unless the Group has reasonable and supportable
information to demonstrate that a more lagging default
criterion is more appropriate.

Credit-impaired financial assets

A financial asset is credit-impaired when one or more
events that have a detrimental impact on the estimated
future cash flows of that financial asset have occurred.
Evidence that a financial asset is credit-impaired includes
observable data about the following events:

(@) significant financial difficulty of the issuer or the
borrower;

(b) a breach of contract, such as a default or past due
event;
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Financial instruments continueq)

Impairment of financial assets subject to

impairment assessment under HKFRS 9 (continued)

Credit-impaired financial assets (Continued)

(c) the lender(s) of the borrower, for economic or
contractual reasons relating to the borrower's
financial difficulty, having granted to the borrower a
concession(s) that the lender(s) would not otherwise
consider; or

(d) it is becoming probable that the borrower will enter

bankruptcy or other financial reorganization.

Write-off policy

The Group writes off a financial asset when there is
information indicating that the counterparty is in severe
financial difficulty and there is no realistic prospect of
recovery, for example, when the counterparty has been
placed under liquidation or has entered into bankruptcy
proceedings. Financial assets written off may still be
subject to enforcement activities under the Group's
recovery procedures, taking into account legal advice
where appropriate. A write-off constitutes a derecognition
event. Any subsequent recoveries are recognised in profit
or loss.

Measurement and recognition of ECL

The measurement of ECL is a function of the probability
of default, loss given default (i.e. the magnitude of the
loss if there is a default) and the exposure at default. The
assessment of the probability of default and loss given
default is based on historical data adjusted by forward-
looking information. Estimation of ECL reflects an unbiased
and probability-weighted amount that is determined with
the respective risks of default occurring as the weights.

Generally, the ECL is the difference between all contractual
cash flows that are due to the Group in accordance with
the contract and the cash flows that the Group expects to
receive, discounted at the effective interest rate determined
at initial recognition.

The Group assumes that the credit risk on a financial asset
has increased significantly if it is more than 90 days past
due, unless the Group has reasonable and supportable
information that demonstrates otherwise.
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4.

(9)
(i)

(iii)

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Financial instruments continueq)

Impairment of financial assets subject to
impairment assessment under HKFRS 9 (continued)
Measurement and recognition of ECL (Continued)

The Group considers a financial asset to be credit-
impaired when: (1) the borrower is unlikely to pay its credit
obligations to the Group in full, without recourse by the
Group to actions such as realising security (if any is held);
or (2) the financial asset is more than 90 days past due.

Interest income on credit-impaired financial assets is
calculated based on the amortised cost (i.e. the gross
carrying amount less loss allowance) of the financial asset.
For non-credit-impaired financial assets interest income is
calculated based on the gross carrying amount.

Financial liabilities and equity

The Group classifies its financial liabilities, depending on
the purpose for which the liabilities were incurred. Financial
liabilities at fair value through profit or loss are initially
measured at fair value and financial liabilities at amortised
costs are initially measured at fair value, net of directly
attributable costs incurred.

Financial liabilities at amortised cost

Financial liabilities at amortised cost including trade
payables, accrual and other payables, amounts due to
non-controlling interests, amounts due to former non-
controlling interest, loan from a substantial shareholder,
amount due from a former associate, convertible bonds,
loan from a non-controlling interest and loan from a former
associate are subsequently measured at amortised cost,
using the effective interest method. The related interest
expense is recognised in profit or loss.

Gains or losses are recognised in profit or loss when
the liabilities are derecognised as well as through the
amortisation process.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Financial instruments continueq)

Financial liabilities and equity (Continued)

Convertible bonds containing liability and equity
components, and early redemption option, if applicable
Convertible bonds issued by the Group that contain both
liability (together with the early redemption option which is
closely related to the host liability component, if applicable)
and conversion option components are classified
separately into respective items on initial recognition
in accordance with the substance of the contractual
arrangements and the definitions of a financial liability and
an equity instrument. Conversion option that will be settled
by the exchange of a fixed amount of cash or another
financial asset for a fixed number of the Company’s own
equity instruments is an equity instrument.

On initial recognition of convertible bonds issued by
the Company, the fair value of the liability component is
determined using the prevailing market interest of similar
non-convertible debts. The difference between the gross
proceeds of the issue of the convertible bonds and the fair
value assigned to the liability component, representing the
conversion option for the holder to convert the convertible
bonds into equity, is included in equity (convertible bonds
equity reserve).

In subsequent periods, the liability component of the
convertible bonds is carried at amortised cost using
the effective interest method. The equity component,
representing the option to convert the liability component
into ordinary shares of the Company, will remain in
convertible bonds equity reserve until the embedded
option is exercised (in which case the balance stated in
convertible bonds equity reserve will be transferred to
share premium). Where the option remains unexercised
at the expiry date, the balance stated in convertible
bonds equity reserve will be released to the accumulated
losses. No gain or loss is recognised in profit or loss upon
conversion or expiration of the option.

Transaction costs that relate to the issue of the convertible
bonds are allocated to the liability and equity components
in proportion to the allocation of the gross proceeds.
Transaction costs relating to the equity component are
charged directly to equity. Transaction costs relating to the
liability component are included in the carrying amount of
the liability portion and amortised over the period of the
convertible bonds using the effective interest method.
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4.

(9)
(iv)

(v)

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Financial instruments continueq)

Derecognition

The Group derecognises a financial asset when the
contractual rights to the cash flows in relation to the
financial asset expire or when the financial asset has
been transferred and the transfer meets the criteria for
derecognition in accordance with HKFRS 9.

On derecognition of a financial asset measured at
amortised cost, the difference between the asset’s carrying
amount and the sum of the consideration received and
receivables is recognised in profit or loss.

Financial liabilities are derecognised when, and only
when, the obligation specified in the relevant contract is
discharged, cancelled or have expired.

Where the Group issues its own equity instruments to a
creditor to settle a financial liability in whole or in part as a
result of renegotiating the terms of that liability, the equity
instruments issued are the consideration paid and are
recognised initially and measured at their fair value on the
date the financial liability or part thereof is extinguished. If
the fair value of the equity instruments issued cannot be
reliably measured, the equity instruments are measured to
reflect the fair value of the financial liability extinguished.
The difference between the carrying amount of the financial
liability or part thereof extinguished and the consideration
paid is recognised in profit or loss for the year.

When the contractual terms of financial liability are modified
such that the revised terms would result in a substantial
modification from the original terms after considering
qualitative factors (e.g. modifications of convertible
instruments). When the contractual terms of a convertible
instrument are modified, the revised terms would result
in a substantial modification from the original terms, after
taking into account all relevant facts and circumstances
including qualitative factors, such modification is accounted
for as derecognition of the original financial liability and the
recognition of new financial liability. The difference between
the carrying amount of financial liability derecognised and
the fair value of consideration paid or payable, including
any liabilities assumed and derivative components
recognised, is recognised in profit or loss.

Effective interest method

The effective interest method is a method of calculating
the amortised cost of a financial asset or financial liability
and of allocating interest income or interest expense over
the relevant period. The effective interest rate is the rate
that exactly discounts estimated future cash receipts or
payments through the expected life of the financial asset or
liability, or where appropriate, a shorter period.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Financial instruments continueq)

Equity instruments

Equity instruments issued by the Company are recorded at
the proceeds received, net of direct issue costs.

Impairment of assets (other than financial

assets)

At the end of each reporting period, the Group reviews
the carrying amounts of the following assets to determine
whether there is any indication that these assets have
suffered an impairment loss or an impairment loss
previously recognised no longer exists or may have
decreased:

° property, plant and equipment;
° intangible assets;

° investments in subsidiaries; and
o right-of-use assets

If the recoverable amount (i.e. the greater of the fair
value less costs of disposal and value in use) of an asset
is estimated to be less than its carrying amount, the
carrying amount of the asset is reduced to its recoverable
amount. An impairment loss is recognised as an expense
immediately, unless the relevant asset is carried at a
revalued amount under another HKFRS, in which case the
impairment loss is treated as a revaluation decrease under
that HKFRS.

Where an impairment loss subsequently reverses,
the carrying amount of the asset is increased to the
revised estimate of its recoverable amount, but so that
the increased carrying amount does not exceed the
carrying amount that would have been determined had
no impairment loss been recognised for the asset in prior
years. A reversal of an impairment loss is recognised as
income immediately, unless the relevant asset is carried
at a revalued amount under another HKFRS, in which
case the reversal of the impairment loss is treated as a
revaluation increase under that HKFRS.

Value in use is based on the estimated future cash flows
expected to be derived from the asset, are discounted
to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of
money and the risks specific to the asset for which the
estimates of future cashflows have not been adjusted.
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4.

(i)

(i

(k)

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Cash and cash equivalents

Cash and cash equivalents includes cash in hand, deposits
held at call with banks and other short-term highly liquid
investments with original maturities of three months or loss.

Provisions

Provisions are recognised when the Group has a present
obligation (legal or constructive) as a result of a past event,
it is probable that the Group will be required to settle that
obligation, and a reliable estimate can be made of the
amount of the obligation. Provisions are measured at the
best estimate of the consideration required to settle the
present obligation at the end of the reporting period, taking
into account the risks and uncertainties surrounding the
obligation. When a provision is measured using the cash
flows estimated to settle the present obligation, its carrying
amount is the present value of those cash flows (where the
effect of the time value of money is material).

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow of
economic benefits is remote. Possible obligations, the
existence of which will only be confirmed by the occurrence
or non-occurrence of one or more future events, are also
disclosed as contingent liabilities unless the probability of
outflow of economic benefits is remote.

Contingent assets/liabilities

Contingent assets

Contingent assets arise from unplanned or other
unexpected events that give rise to the possibility of an
inflow of economic benefits to the Group and they are not
recognised in the consolidated financial statements. The
Group assesses continually the development of contingent
assets. If it has become virtually certain that an inflow of
economic benefits will arise, the Group recognises the
asset and the related income in the consolidated financial
statements in the reporting period in which the change
occurs.

INNOVATIVE PHARMACEUTICAL BIOTECH LIMITED 2022 Annual Report

4.

(i)

(i

(k)

BEXEFHE e

RERALEEY
ReERBLSENRREFRRL R
TERFFURRZIHE S =@ AK
UTzHEEHEERBKRE

B
EAEEEABEEHMEBHEKNE
FEOERYHERE)  MAKE AR A
IR AEMRE  YRHZEENSRE
AT SEf At - RURERRIA - BEERN
BEMREBZAREERMTONRE
& EMGG - XEEBEBETNRER
RAEELETHE - BRERET
BEREEGFAMEZLREREFNE
- EREmESERRSRE ZHRE
(MEBRHEBEZREEAN) -

B TRATARE TR 2N a5 m h ST Re
A[SEMH G R By AT EHERNKA
BETURE  RIFLENZERLN
ATREMEE M - FIREEENFERER
AN TBEE—HFIAERKEH
R EHMERIKRBETUARE -
BRIFEEEM SRR EEM -

RREE BE
HAREERA AL B A RE S REE
MR ARGT SIS R E A RBE S
BHIREETERNEAMBHRERF
R -ARERETHEAREEN
TR -MAREERELERENS
MA AEEREZESHEE 2 RS
HARNGEMBERRTERLEE
KAERAWA -



(k)

(1)

4!.&@

Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Contingent assets/liabilities (continueq)
Contingent liabilities

A contingent liability is a present obligation arising
from past events but is not recognised because it is
not probable that an outflow of resources embodying
economic benefits will be required to settle the obligation.

Where the Group is jointly and severally liable for an
obligation, the part of the obligation that is expected to
be met by other parties is treated as a contingent liability
and it is not recognised in the consolidated financial
statements.

The Group assesses continually to determine whether an
outflow of resources embodying economic benefits has
become probable. If it becomes probable that an outflow
of future economic benefits will be required for an item
previously dealt with as a contingent liability, a provision is
recognised in the consolidated financial statements in the
reporting period in which the change in probability occurs,
except in the extremely rare circumstances where no
reliable estimate can be made.

Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred. Borrowings are subsequently
stated at amortised cost; any difference between the
proceeds (net of transaction costs) and the redemption
value is recognised in the consolidated statement of profit
or loss and other comprehensive income over the period of
the borrowings using the effective interest method.

Fee paid on the establishment of loan facilities are
recognised as transaction costs of the loan to the extent
that it is probable that some or all of the facility will be
drawn down. In this case, the fee is deferred until the
drawdown occurs. To the extent there is capitalised as a
prepayment for liquidity services and amortised over the
period of the facility to which it relates.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement of the
liability for at least 12 months after the end of reporting
period.
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4.

(m)

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Taxation

Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for
the year. Taxable profit differs from “loss before tax” as
reported in the consolidated statement of profit or loss
and other comprehensive income because of income or
expense that are taxable or deductible in other years and
items that are never taxable or deductible. The Group’s
liability for current tax is calculated using tax rates that
have been enacted or substantively enacted by the end of
the reporting period.

Deferred tax is recognised on temporary differences
between the carrying amounts of assets and liabilities
in the consolidated financial statements and the
corresponding tax base used in the computation of taxable
loss. Deferred tax liabilities are generally recognised for
all taxable temporary differences. Deferred tax assets are
generally recognised for all deductible temporary difference
to the extent that it is probable that taxable profits will
be available against which those deductible temporary
differences can be utilised. Such assets and liabilities are
not recognised if the temporary difference arises from
goodwill or from the initial recognition (other than in a
business combination) of other assets and liabilities in a
transaction that affects neither the taxable profit nor the
accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries and
associates, except where the Group is able to control the
reversal of the temporary difference and it is probable that
the temporary difference will not reverse in the foreseeable
future. Deferred tax assets arising from deductible
temporary differences associated with such investments
are only recognised to the extent that it is probable that
there will be sufficient taxable profits against which to
utilise the benefits of the temporary differences and they
are expected to reverse in the foreseeable future.

The carrying amount of a deferred tax asset is reviewed
at the end of the reporting period and reduced to the
extent that it is no longer probable that sufficient taxable
profit will be available to allow all or part of the asset to be
recovered.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Taxation (continuea)

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply in the period in which the
liability is settled or the asset is realised, based on tax rate
(and tax laws) that have been enacted or substantively
enacted by the end of the reporting period.

The measurement of deferred tax liabilities and assets
reflects the tax consequences that would follow from the
manner in which the Group expects, at the end of the
reporting period, to recover or settle the carrying amount of
its assets and liabilities.

Current and deferred tax are recognised in profit or loss,
except when they relate to items that are recognised in
other comprehensive income or directly in equity, in which
case the current and deferred tax are also recognised
in other comprehensive income or directly in equity
respectively.

Retirement benefit costs and termination

benefits

Short term employee benefits are employee benefits (other
than termination benefits) that are expected to be settled
wholly before twelve months after the end of the annual
reporting period in which the employees render the related
service. Short term employee benefits are recognised in
the year when the employees render the related service.

Payments to state-managed retirement benefit schemes in
the People’s Republic of China (the “PRC”) and Mandatory
Provident Fund Scheme are recognised as an expense
when employees have rendered service entitling them to
the contributions.

Termination benefits are recognised when, and only
when, the Group demonstrably commits itself to terminate
employment or to provide benefits as a result of voluntary
redundancy by having a detailed formal plan which is
without realistic possibility of withdrawal.
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Notes to the Consolidated Financial Statements
e BTSRRI

4.

(o)

(p)

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Revenue recognition

Revenue from contracts with customers

The Group recognises revenue when (or as) a performance
obligation is satisfied, i.e. when “control” of the goods or
services underlying the particular performance obligation is
transferred to the customer.

A performance obligation represents a good or service (or
a bundle of goods or services) that is distinct or a series of
distinct goods or services that are substantially the same.

Control is transferred over time and revenue is recognised
over time by reference to the progress towards complete
satisfaction of the relevant performance obligation if one of
the following criteria is met:

° the customer simultaneously receives and consumes
the benefits provided by the Group’s performance as
the Group performs;

° the Group’s performance creates and enhances
an asset that the customer controls as the Group
performs; or

° the Group’s performance does not create an asset
with an alternative use to the Group and the Group
has an enforceable right to payment for performance
completed to date.

Otherwise, revenue is recognised at a point in time when
the customer obtains control of the distinct good or
service.

Leases

All leases (irrespective of they are operating leases or
finance leases) are required to be capitalised in the
statement of financial position as right-of-use assets
and lease liabilities, but accounting policy choices
exist for an entity to choose not to capitalise (i) leases
which are short-term leases and/or (i) leases for which
the underlying asset is of low-value. The Group has
elected not to recognise right-of-use assets and lease
liabilities for low-value assets and leases for which at
the commencement date have a lease term less than 12
months. The lease payments associated with those leases
have been expensed on straight-line basis over the lease
term.
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Notes to the Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Leases (Continued)

Right-of-use asset

The right-of-use asset is recognised at cost and would
comprise: (i) the amount of the initial measurement of
the lease liability (see below for the accounting policy to
account for lease liability); (i) any lease payments made
at or before the commencement date, less any lease
incentives received; (iii) any initial direct costs incurred by
the Group; and (iv) an estimate of costs to be incurred by
the lessee in dismantling and removing the underlying asset
to the condition required by the terms and conditions of the
lease. The Group measures the right-to-use at cost, less
any accumulated depreciation and any impairment losses,
and adjusted for any remeasurement of lease liabilities.

Lease liabilities

The lease liability is recognised at the present value
of the lease payments that are not paid at the date of
commencement of the lease. The lease payments are
discounted using the interest rate implicit in the lease, if
that rate can be readily determined. If that rate cannot
be readily determined, the Group uses the Group’s
incremental borrowing rate.

The following payments for the right of use the underlying
asset during the lease term that are not paid at the
commencement date of the lease are considered to be
lease payments as fixed payments less any lease incentives
receivable.

Subsequent to the commencement date, the Group
measures the lease liability by: (i) increasing the carrying
amount to reflect interest on the lease liability; (ii) reducing
the carrying amount to reflect the lease payments made;
and (iii) remeasuring the carrying amount to reflect any
reassessment or lease modifications, e.g., a change in
future lease payments arising from change in an index
or rate, a change in the lease term, a change in the in
substance fixed lease payments or a change in assessment
to purchase the underlying asset.
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Notes to the Consolidated Financial Statements

AR e SRR M

(a)

(r)

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Dividend distribution

Dividend distribution to the Company’s shareholders is
recognised as a liability in the Group’s and the Company’s
financial statements in the year in which the dividends are
approved by the Company’s shareholders or directors,
where appropriate.

Related parties
A related party is a person or entity that is related to the
Group if:

(@) A person or a close member of that person’s family is
related to the Group if that person:

() has control or joint control over the Group;
(i) has significant influence over the Group; or

(i) is a member of the key management personnel
of the Group or of the Group’s parent.

(b)  An entity is related to the Group if any of the following
conditions applies:

()  The entity and the Group are members of the
same group (which means that each parent,
subsidiary and fellow subsidiary is related to the
others).

(i)  One entity is an associate or joint venture of the
other entity (or an associate or joint venture of a
member of a group of which the other entity is a
member).

(i)  Both entities are joint ventures of the same third
party.

(iv)  One entity is a joint venture of a third entity and
the other entity is an associate of the third entity.
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Notes to the Consolidated Financial Statements

4. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(r) Related parties (continuea)
(b)  (continued)

(v)  The entity is a post-employment benefit plan for
the benefit of employees of either the reporting
entity or an entity related to the reporting entity.
If the reporting entity is itself such a plan, the
sponsoring employers are also related to the
reporting entity.

(vi)  The entity is controlled or jointly controlled by a
person identified in (a).

(vii) A person identified in (a)(i) has significant
influence over the entity or is a member of the
key management personnel of the entity (or of a
parent of the entity).

(viii) The entity or any member of a group of which it
is a part, provides key management personnel
services to the Group or to the Group’s parent.

Close members of the family of a person are those
family members who may be expected to influence, or
be influenced by, that person in their dealings with the
entity and include:

(i)  that person’s children and spouse or domestic
partner;

(i)  children of that person’s spouse or domestic
partner; and

(i) dependents of that person or that person’s
spouse or domestic partner.
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Notes to the Consolidated Financial Statements
e BTSRRI

5. CRITICAL ACCOUNTING JUDGEMENTS 5.

90

AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies,
which are described in note 4 to the consolidated financial
statements, the directors of the Company are required
to make judgments, estimates and assumptions about
the carrying amounts of assets and liabilities that are not
readily apparent from other sources. The estimates and
associated assumptions are based on historical experience
and other factors that are considered to be relevant. Actual
results may differ from these estimates.

The estimates and underlying assumptions are reviewed on
an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised
if the revision affects only that period, or in the period of
the revision and future periods if the revision affects both
current and future periods.

Critical judgements in applying accounting
policies

The following are the critical judgements, apart from those
involving estimations (see below), that the directors have
made in the process of applying the Group’s accounting
policies and that have the most significant effect on
the amounts recognised in the consolidated financial
statements.

Key sources of estimation uncertainty
The following are key assumptions concerning the future,
and other key sources of estimation uncertainty at the
end of the reporting period, that have a significant risk of
causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year.
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Notes to the Consolidated Financial Statements

CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Key sources of estimation uncertainty (continued)
Impairment of intangible asset

The Group performs annual tests of impairment on
intangible asset in relation to an in-process research and
development project involving an oral insulin product (the
"Product") (the "In-process R&D") involving the Product
which are not yet available for use. Accordingly, the
intangible assets relating to the Product with the carrying
amount of approximately HK$1,373,224,000 as at 31 March
2022 (2021: HK$1,373,224,000) was tested for impairment.
The recoverable amounts of cash-generating units are
determined based on fair value calculations, which is
highly dependent upon further research and development
work required to be carried out, results of the clinical
trials, the successful launching of the Product and the
appropriate key assumptions to be applied in preparing
cash flow projections. Details of the calculation of fair
value are disclosed in note 18 to the consolidated financial
statements. These calculations require the use of estimates
and assumptions made by management on the future
operation of the business, pre-tax discount rates, and
other assumptions underlying the fair value calculations. In
addition, the management is of the opinion that the Group
would be successful in obtaining the regulatory approvals
from the relevant government bodies and launching the
Product in mid of 2024 in the absence of unforeseeable
circumstance. The management also based on the
assumption that the Group would continue to have the
exclusive right for commercialisation of the Product.

Should the actual outcome of the clinical trials and the
launching of the Product be unsuccessful, the likelihood
and timing in obtaining the regulatory approvals from the
relevant government bodies to launch the product to be
unrealised, or the key assumptions applied in preparing
the cash flow projections from the Product in assessing
impairment, including the discount rates or growth rate
assumptions applied in the cash flow projections on the In-
process R&D is different from the original estimates, such
difference could materially affect the carrying value of the
intangible assets. It will consequently have an adverse
effect on the net assets and the results of the Group.
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5.

92

CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
U N C E RTAI NTY (Continued)

Key sources of estimation uncertainty (continuea)
Going concern consideration

In the process of applying the Group’s accounting policies,
apart from those involving estimations, management
has prepared the consolidated financial statements on
the assumption that the Group will be able to operate
as a going concern in the coming year, which is a
critical judgement that has the most significant effect
on the amounts recognised in the consolidated financial
statements.

Leases - Estimating the incremental

borrowing rate

The Group cannot readily determine the interest rate
implicit in the lease, and therefore, uses its incremental
borrowing rate (“IBR”) to measure lease liabilities. The IBR
is the rate of interest that the Group would have to pay to
borrow over a similar term, and with a similar security, the
funds necessary to obtain an asset of a similar value to
the right-of-use asset in a similar economic environment.
The IBR, therefore, reflects what the Group “would have to
pay”, which requires estimation when no observable rates
are available (such as for subsidiaries that do not enter into
financing transactions) or when they need to be adjusted to
reflect the terms and conditions of the lease (for example,
when leases are not in the subsidiary’s functional currency).
The Group estimates the IBR using observable inputs (such
as market interest rates) when available and is required to
make certain entity-specific estimates.
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Notes to the Consolidated Financial Statements

REVENUE

Revenue for the year represents the fair value of amounts
received and receivable for goods sold or services
rendered by the Group to outside customers for the year, is
analysed as follows:

Sales of beauty products in Hong Kong
and recognised at a point in time

REBHEXTEM
A 70 — By ) 3 A R

e SRR

Iy 2
FAREERFRAREERRIIR ST
FELEMmBRERHRRBZE KR LE
WRIR 2 RFE - AT

2022
—EFE=-=

HK$’000

TR

2021

HK$’000
THETT

11,145 15,189

For sales of beauty products revenue is recognised when
control of goods has transferred to the customer, being
at the point the goods are delivered to the customer. The
normal credit term is 90 days upon delivery.

SEGMENT REPORTING

The Group has two (2021: two) reportable and operating
segments as follows:

(@) trading of beauty products in Hong Kong (“Trading of
beauty products”)

(b) research, development and commercialisation of the
oral insulin product (“Research and development”)

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

PLHEXTEMM S » Was X EamA)
EHEESREEF(AEa XN TR
FRINEEEER —REEDHS
ZAS1&90R o

7 E R E
AREBAHUTRE(ZZE=—F : ME)
EHRNEED I

(@ MEBZEDEM
mEH])

85 (XBE

by HEEREREORRESEES
(T2 ))

SR ) 2 4R R 0B 5 B R R R
L 2 e RS 0 3608 B A5 B o 3
ZHHEENEE  RELHHBL
4 2 754 8RR o

202254 EMBERENNEERLA

93



Notes to the Consolidated Financial Statements
e BTSRRI

7. SEGMENT REPORTING (continveq) 7. DEWHRSE®
Segment revenues and results THMERES

The accounting policies of the operating segments are
the same as those described in the consolidated financial
statements. Segment profit/(loss) represents the loss
incurred by or profit earned from each segment without
allocation of corporate and other expenses and other
income, interest expenses on convertible bonds and gain
on modification of convertible bonds, other gains and
losses, net. All assets are allocated to segments other than
corporate assets, bank balances and cash. All liabilities
are allocated to segments other than corporate liabilities,
lease liabilities, amounts due to a former associate, non-
controlling interests and former non-controlling interest,
loan from a substantial shareholder, a former associate and
a non-controlling interest and convertible bonds.
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Trading of beauty Research and
products development
ZRERES RS
2021 2022 2021 2021
—F-F “¥-F "B-_F ¥ -F%
HK$'000 HK$'000 HK$'000
Thn B ThEn
Revenue from external customers — RESNBEP 2 & 11,145 15,189 - - 11,145 15,189
Segment profit/(l0ss) AHEF /(B8 1,135 1330  (13,174)  (10,068)  (12,039) (8,738)
Additional disclosures for operating £ B2 Bz ENEEEA:
segments;
Unallocated other income, gains and &3 BE £ A »
losses, net KaRkEEEE - 280
Interest expenses on convertible TRREFNF S
bonds By (189,131)  (190,170)
Corporate and other expenses TEREMAR (13,059 (13,527)
Gain on modification of convertible X A& RES W
bonds 250,653 -
Profit/(loss) before income tax BEEHAET/(B8) 36,431 (212,155)
Income tax expense FEHRARX - -
Profit/(loss) for the year EREH/(B8) 36,431  (212,159)
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e SRR

7. SEGMENT REPORTING (continuea) 7.

Segment assets and liabilities

Trading of beauty
products
*AEREZ
2022 2021
“E--F —E--&
HK$'000
THETL
Assets EE
Segment assets PREE 9,333 15,307
Corporate and other assets PREENEE
Total assets EEBE
Liabilities af
Segment liabilties PHEE 8,153 5,479
Convertible bonds TERES
Corporate and other liabilities tEEAMER
Total liabilities BEEE

ﬁ ﬁB ﬁ A (&)
THEERARE
Research and
development Total
ﬁ}ﬁ iy n—l-
2022 2022
- S
HK$’000 HK$'000 HK$'000
TERL THERL THT
1,378,993 1,378,492 1,388,326 1,393,889
6,670 9,321
1,394,996 1,403,210
18,794 16,568 26,947 22,047
871,791 206,784
100,992 815,673
999,730 1,044,504

Amounts included in measure of segment

profit or loss and segment assets
For the year ended 31 March 2022

Trading
of beauty
products

XRERESR

HK$'000

TEn

Addition to non-current assets ERBEERE -

Depreciation neE -
Reversal for ECL, net recognised in profitor ~ RERER 7 BHEEEE

loss BEFE 81

EEERFGEI BBEERD I
EEZEH
BE-—ZE-_—F=-ZA=1+—HLEE

Research and

development Unallocated Total
i & AAE @5

HK$'000 HK$°000 HK$'000

T#7r ThR ThER

- 3,763 3,763

- (2,130) (2,130)

- - 81
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AR e SRR M

7. SEGMENT REPORTING (continueq) 7.
Amounts included in measure of segment

profit or loss and segment assets (continued)
For the year ended 31 March 2021

/'\:‘ngﬁ = (&)
EEERFAESHERER 7 3
EEZSE(E)

BE_T —F=-—A=1t—"BLFE

Trading
of beauty Research and
products development Unallocated
XREMES AAR
HK$'000 HK$'000 HK$'000
BT ThR BT
Depreciation Tﬁ g - - 2,309) (2,309)
Allowance for ECL, net recognised in RERRRA BHEEER
profit or loss BEsE (74) S - (74)
Gain on disposal of property, HENE  BERAE NS
plant and equipment - - 18 13
Geographical information ih 32 & B
The principal place of the Group’s operation is in Hong REEBZEBETZEURNES - BR
Kong. For the purpose of segment information disclosures BEAVBHRESENERELN S
under HKFRS 8, the Group regards Hong Kong as its HEREEMS  ASBRBEBERE

country of domicile. Over 90% of the Group’s external
customers and non-current assets are located in PRC.

Over 90% of the Group’s non-current assets are principally
attributable to the PRC, being the single geographical
region.

Information about major customers
Revenue from customers of the corresponding years
contributing over 10% of the total revenue are as follows:

B o AEBEIBIONMINEEP K
FERBEEMMNPE -

REERBBIORMIERBEEFENL
RE - B — & o

EHFTEEFRFEH
*ﬁﬁ%iraﬁm B B 25
WzmT:

S10%BFPZ

2022 2021
—s=-= —E-—
HK$’000 HK$’000
B T FAT
Customer A ZFH 11,145 15,189
Revenue from the above customer in the respective FREFPREREHEMGBRETY
reporting period is derived from the segment of trading of XQ%”%&? B5 0 E o

beauty products.
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8. OTHER INCOME/OTHER GAINS AND 8.
LOSSES, NET

Notes to the Consolidated Financial Statements

e SRR

Ht W A E fth Uy 35 K% &S

2022 2021
—s=-= —E-—
HK$’000 HK$’000
TER FET
Other income H e A
Interest income from banks RATH B WA 1 —
Interest income from rental deposit HEZESFEKA 2 29
Sundry income MIBIWA 80 14
Government grants (note) B (W) - 212
83 255
Other gains and losses, net H oy e an K BT 1RF 58
Reversal/(allowance) of ECL, net EHEEEIBRR S (BE)
B 81 (74)
Gain on disposal of property, plant Hjﬁf%% BEREEZ
and equipment g - 13
Gain on modification of convertible & EﬁZ—Hﬁ‘ RESHZ
bonds (note 26) W 2= (Fff 5126) 250,653 =
Gain on deregistration of subsidiaries 1 58 i B 2 7] s it 2 U = - 280
250,734 219
Note: During the year ended 31 March 2021, the Group recognised MiZ: REBEE-ZZT-—F=ZA=+—HLF

government grants of approximately HK$212,000 in respect e
of Covid-19-related subsidies, which related to Employment
Support Scheme provided by the Hong Kong Government. There
were no unfulfilled conditions or contingencies relating to these

government grants.

9. FINANCE COSTS

Effective interest expense on convertible

NEBFLCOVID-19i8 B2 B HERR
#212,0008 TR & - HHA
BHRARMEETEEHE - RZFHRT
B & I B R EKB R RERIA
£IH -

9. MKEH

2022 2021

HK$’000
THTT

HK$ 000
FERT

AR E 75 2 B A SR X

bonds 189,132 190,170

Imputed interest expense on loan froma REREE AR ER 2(HE
former associate FEAX 735 735
Interest on lease liabilities HEBBEZFEA 84 127
189,951 191,032
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n

AR e SRR M

10. INCOME TAX EXPENSE

98

Under the two-tiered profits tax rates regime of Hong Kong
Profits Tax, the first HK$2,000,000 of profits of qualifying
group entity will be taxed at 8.25%, and profits above
HK$2,000,000 will be taxed at 16.5%. The profits of
corporations not qualifying for the two-tiered profits tax
rates regime will continue to be taxed at a flat rate of
16.5%.

Under the Law of the PRC on Enterprise Income Tax (the
“EIT Law”) and the Implementation Regulation of the EIT
Law, the tax rate of the PRC subsidiaries is 25% (2021:
25%).

No Hong Kong Profits Tax and PRC on Enterprise Income
Tax have been made for the year (2021: Nil).

The income tax expense for the year can be reconciled to the
profit/(loss) before income tax per the consolidated statement
of profit or loss and other comprehensive income as follows:

10. T F BB

BEEEMNESHEMAST  GEKEE
B/ E 2,000,000 7T i F #5 LA
8.25% M TR MF + MEAE2,000,000
5 TT B 358 T 1S A16.5% B B R0 B o
AT SHRMAH ERAEB NS
T35 4 1B 1216 5% M — L R B »

BEFPBRCEMSHE((CEMSEH
EDRCEMBRIAEMIEH - &
MBARZHERAE25% (Z T —4%F:
25%) °

REZWEHBNETENGHITE
CEMSHR(CE_—F 8\)-

FAMGHAXEGAED MHEMD
FHBERZBAEHINERN, (B
BIYRMT

2022 2021
—ZE=-= =
HK$’000
TR

HK$’000
T

Profit/(loss) before income tax BRETIS AT E A (B 18) 36,431 (212,155)
Tax at the domestic income tax rate 12 7K Hb BT 45 151 A %16.5%
of 16.5% (2021: 16.5%) —TE-—4F:16.5%)
ey RiE 6,011 (35,006)
Effect of different tax rates of subsidiaries R £ b 7% & & & & &
operating in other jurisdictions MEBARZ TR E
T (215) 3,653
Tax effect of expense not deductible R N AN vl -
for tax purpose Mg e 68 82
Tax effect of income not taxable BT ERB WA Z
for tax purpose MG w e (41,440) (3,895)
Tax effect of tax loss not recognised AERHEBE G E 35,421 35,160
Tax effect of deductible temporary ATHRUMBERERZ
differences not recognised Mg e 155 6
Income tax expense Frigfi M= - =
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IRE T RARMIEE

11. PROFIT/(LOSS) FOR THE YEAR 1. FRRER(EE)

2022 2021

—_E-=

HK$’000 HK$’000

Profit/(loss) for the year has been
arrived at after charging the
following:

Auditors’ remuneration

Depreciation of property, plant and
equipment

Depreciation of right-of-use assets

Expenses relating to short-term lease
payment

Cost of inventories recognised as an
expense

Staff costs, exclusive of directors’
emoluments
Salaries and other benefits
Retirement benefits scheme

contributions

FiER THETT

FREN,(BER) IR T
P B IRRER

= AT BN & 1,000 1,020
WHE BERZEBTE
- 35
FREEENE 2,130 2,274
FHEHEHEERE A
411 —
BREAZ ZHFERAR
10,091 13,784
THEEEMEEACZET
X A
FekEMEFR 4,781 5,401
RIKTE B FT 83K
121 107
4,902 5,508
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AR e SRR M

12. DIRECTORS’ EMOLUMENTS

Directors' and chief executive's remuneration for the year,
discussed pursuant to the applicable Listing Rules and the
Hong Kong Companies Ordinance, is as follows:

12.EEM &
BERERITHRABRAEE Z %M
R BIREEAEMREIEEEA

A 7 3 2 -

Retirement
Salaries benefit
Directors’ and other scheme
Name of Directors fee benefits contributions Total
FEK BARER
EEgE E=ne H fth 18 F - REE M
HK$'000 HK$'000 HK$'000 HK$'000
:F/%ﬁ :F/%T_E :F/FLE :F/EJE
Executive directors HITEE
Gao Yuan Xing = IR E 60 1,300 - 1,360
Tang Rong B’ 60 488 - 548
Non-executive directors HHTEE
Jiang Nian B 60 - - 60
Xiao Yan H 1k 60 - - 60
Wu Yanmin SPHEB 60 - - 60
Independent non-executive BV HHITEE
directors
Chen Weijun BRiEE 80 - - 80
Wang Rongliang TR 60 - - 60
Chen Jinzhong (note (c)) bR & (Fft 7 (c) 55 - - 55
Total for the year ended i —
31 March 2022 =A=+—H
tFEE2BE 495 1,788 - 2,283
Executive directors HITEZE
Gao Yuan Xing = R 8 60 1,300 = 1,360
Tang Rong ER 60 488 - 548
Huang He (note (b)) = 88 (I3 (b)) - 250 8 258
Non-executive directors HHITER
Jiang Nian BE 60 - - 60
Xiao Yan &k 60 - - 60
Wu Yanmin SR B 60 = = 60
Independent non-executive BUHHTEE
directors
Chen Weijun RER 80 - - 80
Wang Rongliang TER 60 - - 60
Chen Jinzhong (note (c)) bR & (FF#E () — — = =
Zhang Zhihong (note (a)) R E 08 (P 3% () 60 = = 60
Total for the year ended HE-T-—F
31 March 2021 =A=+—H
HFEzBE 500 2,038 8 2,546
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12. DIRECTORS’ EMOLUMENTS (continueq)

Notes:

(@) Dr. Zhang Zhihong was resigned as an independent non-executive
director on 11 November 2020.

(b) Ms. Huang He was retired as an executive director on 31 August
2020.

(c) Mr. Chen Jinzhong was appointed as an independent non-executive
director on 1 February 2021.

No directors waived any emoluments in current and prior
year.

During current year and prior year, no emoluments were
paid by the Group to the directors as an inducement to join
or upon joining the Group.

The executive directors’ emoluments shown above were for
their services in connection with the management of the
affairs of the Company and the Group.

The non-executive directors’ emoluments shown above
were for their services as directors of the Company and its
subsidiaries, if applicable.

The independent non-executive directors' emoluments
shown above were for their services as directors of the
Company.

e SRR

12.EEf €
B 2

(8 REBBEITR=ZZT=_ZTF+—-A+—H
HEBLERITES -

by BEBBEZRIR-Z_ZEFNA=+—HE
EHITESE -

) KBMEeFRERZT-_—F_A—HAEZ
ERBIUFERITES -

RAFENENFE BBEESNE
Mz -

RAFEREHNEE  NEBEY HEF
ERZEEXNME - (ERBEFMAK
RIMARERE B2 528 -

ERAITRATESZMWE I EE
BAARRAEBEREBZREM
UG ER ©

ERATRIFAITEZZHE IR E
EARRBREMBAR(MER &S
Z B %5 Y ER

ERARBIIFATESZMETI5
BREEARNRRE R Z R M UER -
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tRE TR
13. FIVE HIGHEST PAID INDIVIDUALS’ 13. BB EREHFALHE
EMOLUMENTS
The five highest paid individuals in the Group during FA - AEERREERFALERE
the year included two (2021: three) directors whose MBE(CEZ—F =ZR)EF FF
emoluments are reflected in the analysis presented Z'@)Hiﬁ’\i% ST - Efr=H
above. The emoluments of the remaining three (2021: two) (ZEZ—F:mMB)ALZH 27
individuals are set out below: NS
2021
—E_= —E-—F
HK$’000 HK$’000
FET FHET
Salaries and other benefits e kHMEA 1,680 1,000
Retirement benefit scheme contributions iR K 1& F| 51 &1 £ & 36 36
1,716 1,036
The emoluments fell within the following band: &M FLATEE :

Number of individuals

Nil to HK$1,000,000 Z %1,000,0007% JT 3 2
14. DIVIDEND 14. K B

No dividend was paid or proposed for ordinary ﬁ/\fgiiiﬁﬂ ﬁiﬁﬁ AlHE

shareholders of the Company during 2022, nor has any BESINEE Y &Q#Wtﬁﬂiﬁ

dividend been proposed since the end of the reporting R A% B (7;7—& ;) o

period (2021: nil).
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15. EARNINGS/(LOSS) PER SHARE

Notes to the Consolidated Financial Statements

The calculation of the basic and diluted earnings/(loss) per
share attributable to owners of the Company is based on

the following data:

Earnings/(loss) figures are calculated as follows:

Profit/(loss) for the year attributable
to owners of the Company and
earnings/(loss) for the purpose of

ARBIHEEARIGEFR

wA (R Eptar &
FREARBEBRT,

e SRR

15. 5RER (E18)

ARARBEAANEREERERN R #E
B (BER)DRIAT BB RE L

=
e

ar/ (BR)BFZFAEMNT

2021

HK$’000
FTERT

HK$’000
TAET

basic earnings/(loss) per share (BR)ZAF (&18) 45,803 (204,939)
Effect of dilutive potential ordinary BB EETRR 2 ZE:
shares:
Gain on modification of convertible BRI E & 2 W=
bonds (250,653) —
Effective interest expense on AMRBREFZERFE
convertible bonds F X 142,001 —
Loss for the purpose of diluted loss T EFREEERE
per share B8 (62,849) (204,939)

Number of shares

K7 # A

Weighted average number of ordinary
shares for the purpose of basic

A ESRERBRN
(BR)z2EBERInE

earnings/(loss) per share 15 2 1,464,193 1,464,193
Effect of dilutive potential ordinary B s AR CTE

shares:

Convertible bonds Al R (& 286,000 —
Weighted average number of ordinary Fiit E& K # EEE 2

shares for the purpose of diluted TR N F

loss per share 1,750,193 1,464,193

The computation of diluted loss per share for the year
ended 31 March 2021 does not assume the conversion of
the Company’s outstanding convertible bonds since their
assumed conversion would decrease in loss per share for

that year.

HEBE_ZE-_—F=RA=+—HIt
FENERETIBERFYERERAN
RAEWARE BB RE S EE R
AARREBHRABBESKERD
ZFEEHESRER -
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16. PROPERTY, PLANT AND EQUIPMENT 16. %  BERR®E

Plant and Motor
machinery vehicles Total
B R "E e
HK$’000 HK$’000 HK$’000
THERT THERT THER
COST DN
As at 1 April 2020, 31 March RN_E-_FTFMA—AH -
2021 and 1 April 2021 “E-#=ZHA=+—BkK
“E--FmA—H 480 29 509
Disposal & - - -

Deregistration of subsidiaries & £ Fft B 2 & 5% - - -

As at 31 March 2022 R-ZE-_Zf=H=+—H 480 29 509
ACCUMULATED 2 WERRE

DEPRECIATION AND

IMPAIRMENT
As at 1 April 2020 W-_Z-ZEWmMA—H 481 313 794
Disposal nk= - (284) (284)
Deregistration of subsidiaries 1 88 Ff & 2 7] 7% it (36) - (36)
Charge for the year FAXH 35 - 35
As at 31 March 2021 and AZE _—i A=+—H

1 April 2021 R-—ZT-—FWMA—H 480 29 509
Disposal k= - - -
Deregistration of subsidiaries £ B B 2 7 5 it — - —
Charge for the year FARZH - - -
As at 31 March 2022 R-ZBE--_&=ZA=+-—H 480 29 509
CARRYING AMOUNTS AR E
As at 31 March 2022 R-ZBE-__F=A=+-—H = = =
As at 31 March 2021 W_TE-_—F=A=+—H - — -
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17. RIGHT-OF-USE ASSETS

Cost
As at 1 April 2020
Exchange realignment

Notes to the Consolidated Financial Statements
IRE T RARMIEE

17. FREEE

Leasehold
properties

HEWE

HK$’000
THETT

SN
R -_FFIMA—H 4,613
(ERI R 51

As at 31 March 2021 and 1 April 2021

R-ZTE-_—F=A=+—8BxK

—E-FmH—H 4,664
Additions NE 3,763
Termination of leases WIEME (4,679)
Exchange realignment PE H 3 & 15
As at 31 March 2022 R-ZE-ZZH=HA=+—H 3,763
Accumulated depreciation it eE
As at 1 April 2020 R-_ZE-_TFMA—H 1,180
Depreciation for the year FRITE 2,274
Exchange realignment PE i 8 & 24

As at 31 March 2021 and 1 April 2021

RZZE-_—F=A=+—H8Bx&

—E-_—F1AH—H 3,478

Depreciation for the year FAFE 2,130

Termination of leases mIEME (4,679)

Exchange realignment bE 5, 38 B 12

As at 31 March 2022 R-ZEBE-_-_H=H=+—H 941
Net carrying value REFE

As at 31 March 2022 R-ZE-ZZH=H=+—H 2,822

As at 31 March 2021 RZE-_—F=A=+—H 1,186

2022 2021

—s=-= =

HK$’000 HK$’000

FTER FAT

Expense relating to short-term leases BREEHHE HZXHE 411 =

Total cash outflow for leases HERSRLARE 2,530 2,427

202254 EMBERENNEERLA

105



106

Notes to the Consolidated Financial Statements
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17. RIGHT-OF-USE ASSETS (Continued)

For both years, the Group leases various offices premises
for its operations. Lease contracts are entered into for fixed
term of 2 years (2021: 2 years). Lease terms are negotiated
on an individual basis and contain different terms and
conditions. In determining the lease term and assessing the
length of the non-cancellable period, the Group applies the
definition of a contract and determines the period for which
the contract is enforceable.

17. EAEEE»

PRRFHHE  AEEGELEEHES
HRAME HESNTIRAME(Z
E—F WME)ECFHITL - HE
FH TR EREERERE BBESTR
GREGEE EEHEFHLTHE
TNAIBCEMHEBRER  KEEERS
W2 EE UETELA TRHIFHIT
Z,qu?aﬁ °©

18. INTANGIBLE ASSET 18. B EE

In-process

R&D

MEBE

HK$’000

FA& T

COST AND CARRYING VALUES RAR R E
As at 1 April 2020, 31 March 2021, R-ZZE-_ZFMA—A -

1 April 2021 and 31 March 2022

—®--%#=A=+-A"

“E--HSWA-BR

—_E-_—_#£=HA=+—H

1,373,224

The In-process R&D represented an in-process research
and development project involving the Product. The patents
of an invention “a method of production of oil-phase
preparation of oral insulin (—fE & & O R &k & &= H 82
| #) 77 5K)” in relation to the Product are registered under
the joint names of Fosse Bio-Engineering Development
Limited (“Fosse Bio”) and Tsinghua University, Beijing
(“THU”). 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 collaboration agreement in 1998
in connection with the research and development of the
Product. Pursuant to the THU collaboration arrangement,
which is originally expired in October 2018. During the
year ended 31 March 2019, the Group has entered into a
supplemental agreement with THU to renew the terms of
the collaboration for another five years to October 2023.
(the “Renewed THU Collaboration Agreement”). Under the
Renewed THU Collaboration Agreement, 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 under the Renewed THU
Collaboration Agreement.
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18. INTANGIBLE ASSETS (continueq)

The recoverable amount of the In-process R&D is
determined based on fair value calculation using the income
approach, with reference to the valuation performed by
Roma Appraisal Limited, an independent professional
qualified valuer. The fair value calculation used the cash flow
projection prepared by the Directors based on the 10-year
projection period. Given the nature of the Product, which
is expected to be the first oral insulin drug available in the
market, in the opinion of the Directors, using a 10-year
projection period is more appropriate to reflect the future
cash flows arising from the Product in the long run.

The cash flow projection is also prepared under certain
key assumptions, including but not limited to the expected
selling price, budgeted sales, expected gross margin, the
estimate successful rate for the commercialisation of the
Product and discount rate. In addition, the fundamental
assumptions included the regulatory approvals from the
relevant government bodies (in particular, the granting
of the certificate of new medicine and pharmaceutical
manufacturing permit for the Product by National Medical
Products Administration of the PRC) to launch the Product in
the mid of 2024.

The expected future economic benefits attributable to the In-
process R&D approved by the management cover a 10-year
period. The calculation used in the cash flow projection with
certain key parameters are as below:

e SRR

. BEEE»

MEB/BE2AAKEEEHIELRES
VEESEARMEMESEEITME
[N 7L1‘JE']1E1E Tﬁﬁﬁﬂﬁl)\ﬁ&ﬁz
ANFEAEEE - A FHEFEEE
AEREERTEEAIBRRR 2R
ERETEN ERERES(FEHA
M5 EERARAHEEC RS RS
M) EEZRA FATFEARE
BERARRBEREMS RBEMRIARK
WMEME o

RenmeRBAATMEETEIERR R

2 pEETRREFEE BE

HEE  BHEMNX - EREaE
BETAII R R BRI ESE o b - EAR
BREEEEBRTRER_-_Z Y
FERREBHAEMERNEESIE
(BEEEME EHPRBIREZEREE

EERREMBENENBEFA
EE) -

EEEEMLNMEBEREEHR
BN REIOFHE - BHER
ERAMAFERETHARSEWT
BT 7R

Discount rate (post-tax) BLIE K (Fi18)
Growth rate 1% 5 R

Gross profit ratio 48 R B &
Estimate successful rate Y8 5t Ak Ih X

27.3% 24.67%
2% 2%
64.19% 64.66%
52.3% 50%

The recoverable amount is significantly above the carrying
amount of the Group’s intangible asset. Management
believes that any reasonable possible change in any of these
assumptions would not result in impairment.

AR EIRIBEBARSRAEEETLEE
HRRE(E - gi@l"?&ﬁjﬁiﬁfﬁ”“ﬁ’ﬂ{
MEEAREEH KT EERRE -
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tRE TR
19. TRADE RECEIVABLES 10. E5EINERR
2022
—E=-= =
HK$’000 HK$’000
FER FHET
Trade receivables B 5 & Y Bk 3K 9,675 15,819
Less: Loss allowance for expected BoTEHEEBEZ
credit loss EiE (415) (496)
9,260 15,323
The Group’s trading terms with its customers are mainly AEBEFP2ESBGREBUARES
based on credit. The credit terms of 90 days (2021: NET EEHAOB(ZZE_—%F:
90 days). All sales made to the major customer have 90H) ° FEJER%)E'T’E&ZF)?%%E
short credit terms. These credit evaluations focus on HEREED ZEEEFEEFRPX
the customers’ past history of making payments when ﬁi'JHH Iﬁzﬂﬁpﬂﬁ‘ AR BRI Z
due and current ability to pay, and take into account e h  WEERRFPURERFE
information specific to the customer as well as pertaining EIBEIRBRBIEEER o $'§
to the economic environment in which the customer I@U]IET&? il AR U 2] 2 MK R
operates. The Group seeks to maintain strict control over aREEEgeTHENE S ﬁ% % o

its outstanding receivables. Overdue balances are reviewed
regularly by senior management.

As at 1 January 2020, trade receivables from contracts RZEBE-_ZTF—HA—H KBEFA
with customers amounted to HK$21,176,000. KR E S IEWR R £ 5 521,176,000
P TT o
The following is an aged analysis of trade receivables net of b’/\\#ﬁziﬁﬁﬂi BEERAHEIE
allowance for credit losses presented based on the invoice SRR (R E f)ﬁiﬁﬁ BE) 2R
date at the end of the reporting period: oM aT
2021
HK$ (0]0]0) HK$’000
FET FET
30 days or less 30HZ AT 316 2,234
31 to 60 days 31E60H 320 869
61 to 90 days 61%£90H 741 1,640
91 to 180 days 91£180H 3,138 3,293
Over 180 days H#3i®180H 4,745 7,287
9,260 iI5FE23
The Group did not hold any collateral over these balances. AEBEBERZSERSEEMNE
ﬁ oo o°
Details of impairment assessment of trade receivables are BEH5RWERTBREN G ZFBEHR
set out in note 32. 1332 ©

108 INNOVATIVE PHARMACEUTICAL BIOTECH LIMITED 2022 Annual Report



20.

21.

22,

Notes to the Consolidated Financial Statements

PREPAYMENTS, DEPOSITS AND
OTHER RECEIVABLES

e SRR

20. ARRE -REREME
W K TH

2022 2021

—s=-= =
HK$’000 HK$’000
TER FET
Prepaid rental fee EANES 57 59
Prepaid project operating fund ENEEEERE 4,809 3,692
Deposits paid BEffEE 497 595
Other receivables H b & W IR 244 139
Total HEt 5,607 4,485

Details of impairment of other receivables and deposits are
set out in note 32.

BANK BALANCES AND CASH

Bank balances and cash comprise cash and bank balances
held by the Group with original maturity of three months
or less and carry interest at prevailing deposit rates which
range from 0.016% to 0.027% (2021: 0.016% to 0.027%)
per annum.

TRADE PAYABLES

The following is an aged analysis of trade payables
presented based on the invoice date at the end of the
reporting period:

H fth B W FRIE K IR £ R E T (2 5
BE A sE32 o

21. BITER KRR S
BITHEBLRESBEEASEEREZ
BeMiR1T46%  RIEBBEA=[A
HEERME  BBETERAEE
MENFEFE0.016%F0.027% (==
—— % :0.016% E0.027%) °

2. ESEMNER
RIBEK  BEREAHLN 2B
SEMNERZEEDITOT :

2022 2021
—s=-= =

HK$’000 HK$'000

FTER FAT

30 days or less 30BH=E AT 301 2,070
31 to 60 days 31%260H 306 810
61 to 90 days 61£290H 688 1,519
Over 90 days B 3m90H 6,858 1,080
8,153 5,479
The average credit period on purchase of goods normally BEEMCFHEERATE N TF60H

range from 60 days to 90 days. £90H -
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tRE TR
23. LEASE LIABILITIES 23.1HE8E
2022 2021
—s=-=
HK$’000 HK$'000
TF#& T FA& T
Current BN EA 1,881 1,118
Non-current JEBNHA 968 —
2,849 1,118
Minimum lease payments due RT5EEAEEZ
=EBERE
— Within one year — —FR 1,959 1,136
— More than one year but not more — BB —F
than two years BAZRMF 979 —
2,938 1,136
Future finance charges RKRBEFAEZ (89) (18)
Present value of lease liabilities HEBERE 2,849 1,118
Present value of minimum lease =EBEEHRERE
payments
— Within one year — —FR 1,881 1,118
— More than one year but not more  — B —F
than two years BRZRMF 968 —
2,849 1,118
Amounts due for settlement within one R —FE R E| &N 2 & 5
year 1,881 1,118
Amounts due for settlement after one W —FE R BN 2 & 58
year 968 —
2,849 1,118
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fRE IR EmER MR
23. LEASE LIABILITIES (continueq) 23. HE8E»
The exposure of the Group’s lease liabilities are as follow: AEEFMEB 2 HEBERAT:
2022 2021
—s=-= =
HK$’000 HK$'000
FTER FHET
As at 1 April R A—H 1,118 3,396
Additions wNE 3,763 —
Interest expense FEE 84 127
Repayment B (2,119) (2,426)
Exchange realignment ME 38 & 3 21
As at 31 March R=A=+—H 2,849 1,118
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AR e SRR M

24. AMOUNTS DUE TO NON-CONTROLLING
INTERESTS AND FORMER
NON-CONTROLLING INTEREST,
AMOUNT DUE TO A FORMER

24. FEAY I 12 R HE & % A0 I 42
RERKIE ENATBE
REHIE - REFEZRER
BEX - REFBERTER

ASSOCIATE, LOAN FROM A NON-
CONTROLLING INTEREST, LOAN FROM
A FORMER ASSOCIATE AND LOANS
FROM A SUBSTANTIAL SHAREHOLDER

Amounts due to non-controlling
interests

F& 1 IR 4% AU AE 25 BUIR

KR—IEERREX

2022
—E-=

HK$°000
FRET

2021
—E-—4F
HK$'000
FA& T

Fordnew (Notes a and b) & B (M sEa Xk Db) 3,092 3,092
Amounts due to former JE A< BT JE 428 R 4 25 TR TH
non-controlling interests
Zheng Chang Xue (Notes a and b) B S 2 (ftstakb) 559 559
Hou Shi Chang (Notes a and b) &t 8 (M sTakb) 165 165
Feel So Good Limited Feel So Good Limited
(Notes a and b) (ft3Eakb) - 99
724 823
Amount due to former associate JE < A Bt & 8 B 5K IE
Extrawell (BVI) (Note d) Extrawell (BVI) (Ff 5Fd) 41,947 41,947
Loan from a non-controlling interest ~ K EFFIEREFZ E R
Fordnew (Note c) 12 B (Bt 3Ec) 10,346 20,929
Loan from a former associate AR E AR ER
Extrawell (BVI) (Note e) Extrawell (BVI) (Bt 5Ee) 16,853 16,118
Loan from a substantial shareholder B —{ X EREE X
Dr. Mao (Note f) E 18+ (1) 40,000 20,000
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e SRR

24. AMOUNTS DUE TO NON-CONTROLLING 24. FE 1 JE 2= B # 25 & A 3k #2=
INTERESTS AND FORMER
NON-CONTROLLING INTEREST,
AMOUNT DUE TO A FORMER
ASSOCIATE, LOAN FROM A NON-
CONTROLLING INTEREST, LOAN FROM
A FORMER ASSOCIATE AND LOANS
FROM A SUBSTANTIAL SHAREHOLDER

(Continued)

Notes:

(@)

(b)

25.

The amounts are unsecured, interest-free and have no fixed terms
of repayment.

The amounts represent contributions made by non-controlling
interests of Fosse Bio in respect of working capital and operation
funds for the further clinical trials of the oral insulin project.

This represents a loan made by Fordnew to Fosse Bio pursuant to
the loan agreement entered into between Smart Ascent and Fordnew
on 25 May 2011. The loan is unsecured and non-interest bearing. The
loan will be repaid 3 years after the product available to launch in the
market.

The amount is unsecured, interest-free and is repayable within one
year.

On 27 July 2018, the Company and Extrawell (BVI) entered into a
shareholders’ loan agreement for a loan to Smart Ascent amounting
to HK$30 million in total (the “Loan”), to be contributed as to 51% i.e.
HK$15.3 million by the Company and as to 49% i.e. HK$14.7 million
by Extrawell (BVI). The Loan is unsecured, interest bearing at 5% per
annum, repayable after 5 years at the drawdown date.

Smart Ascent has been fully drawn down the loan on 24 September
2018, 7 August 2019 and 14 August 2019. As at 31 March 2022,
interest expenses of HK$1,500,000 (2021: HK$1,500,000) is
recognised to profit or loss.

For the years ended 31 March 2022 and 2021, the loans from a
substantial shareholder is unsecured, non-interest bearing and
repayment on demand.

DEFERRED TAX

At as 31 March 2022, the Group had estimated unused tax
losses of HK$48,877,000 (2021: HK$48,803,000) available
for offset against future profits. No deferred tax asset has
been recognised in respect of the tax losses due to the
unpredictability of future profit streams. The tax losses
have not been agreed by the relevant authorities. The tax
losses do not expire under current tax legislation.

25.

BRESNE - EAaEE
MIE - REFERERZE
K REFBEEQARERK
—VEFERREFR®

f 3

(@ HREARER £BREETMHEE
£ -

(b)  EBEEEEOILBREAREBE
SROBEBEAANE—SERAR
GRS & 2 HR

ERNEBBREBER T ——FRHA=-TH
AEEMERETERBRETRELIZ
ER - ZERABERARENE - 28
KSR EMELIFEREE -

?T HEREER RERFTE-FAE

FE

RZZE—NFLA=-+tRH ARAR
Extrawell (BVI)ZT 32— 7 Bx 3R & 2 17 3%
mxi}wi\z@%éﬁ%so 000,000 T2 &
KIZER])  fADa R #51%%E
(ED15 300,000 7T.) & B Extrawell (BVI)
}z1ﬁ49% % 18 (B114,700,0005% 7T) ° 3%
ERAERR  FRXAR%  BARIER
HXEI,Hﬂﬂi?é%fiﬁ o
EEER=ZZTE-\FANLAZF+HIA - =2
—hENA+AR-_ZE—-AENA+N
BESRNZERX R-TE-—_F=A
=+—8 - 8 % 11,500,000/ T (=
T ——4£:1,500,000 L) B REBER
R o
(f) BE-_T-_—_FR-ZF-_—F=A=+-—
HIFEE K- NIBRRERAE
W BRI ERIEERERE -

iIE #E B 18
RZE-_—_F=A=+—H8 Xx&EE
i 5178 K B A 7 15 /&5 848,877,000/
7t (= ZF = — £ : 48,803,000/ JT)
ATAERERZRF - AR ARBETER
BR&EFNARE RITEREBHIE
EEBERECHREEE BHER
MR ERMIBEE - RIBRITRE -
MIEBEBEETRBAR -
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AR e SRR M

26. CONVERTIBLE BONDS 26. IR E S
The movement of liability component of Convertible Bonds FRARRRETZAIRRESBES
issued by the Company for the year is set out below: DZEEBHIWMT

Convertible Convertible Convertible  Convertible

Bonds | Bonds Il Bonds Il Bonds IV Total
CIE::e TR CIE:1:e TRR
E%— EH= &%= iE #st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET BT BT TET BT
As at 1 April 2020 RZE-ZFNA—A 110,977 14,363 595,851 21,951 743,142
Effective interest expenses ERFISHT 28,986 3,418 152,627 5,144 190,170
As at 31 March 2021 and RZE--€=R=1-H
1 April 2021 KZE-—-FNA-H 139,963 17,776 748,478 27,095 933,312
Gain on modification of convertible & B A # i & % 2 W %
bonds (note 8) (W zE8) - = (250,653) = (250,653)
Effective interest expenses ERFERY 36,557 4,224 142,001 6,350 189,132
As at 31 March 2022 RZEZZF=f=1+-H 176,520 22,000 639,826 33,445 871,791

The effective interest rates of all the liability component of
all the convertible bonds ranged from: 23.44% to 27.28%
per annum (2021: 23.44% to 26.24% per annum).

ﬁﬁﬁﬁﬁﬂ&%#aﬁﬁﬁﬁm
MERAEN T ¢2344%i
2728% (ZE-——F : §HF23.44% &

26.24%) °
Convertible Bonds | —H’ﬁ’ HQTE%—
The Company issued convertible bonds in an aggregate AREIRZE—=F+A=Z+HAKZ=
principal amount of HK$436,800,000 and HK$51,200,000 Ef_iJr A+ +tB#{Tr#K
respectively on 25 October 2013 and 27 December 2013 &% © &5 A& %kl /436,800,000

5%7‘5&51,200,000?%75(%@ [ 7] #2 f%
BH ) BEUBGEETRRKRE
% — A N K5 18 #9450,000,0000% i 38
i - TEEXRNAMBRES —EET
RHRFFETREZAEE -

(collectively referred to as “Convertible Bonds 1”) for the
acquisition of Sale CB-I and 450,000,000 ordinary shares
of Extrawell. The Convertible Bonds | with a zero coupon
rate mature on the tenth anniversary of the date of issue.

114

The Convertible Bonds | entitle the bond holders to convert
them into shares of the Company at any time within 10
years from the date of issue of the Convertible Bonds I,
at the conversion price per share of HK$0.40, subject to
anti-dilution clauses.

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

26. CONVERTIBLE BONDS (continueq)

Convertible Bonds | (continued)

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 on 25 October 2013 and 27 December 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
classified as equity component for the Convertible Bonds
| issued by the Company on 25 October 2013 and 27
December 2013 respectively were calculated using the
Binomial Model. The inputs into the model were as follows:

Stock price fiz B

Exercise price T E

Discount rate BH IR &

Risk-free rate (note a) = 3 b 7 & (Kt 5t a)
Expected volatility (note b) 8 8K 18 (Mt 5 o)
Expected dividend yield (note c) T8 H AR B M & = (T 3Ec)

e SRR

26. A REFH o

AR ESE— @
AR ESR —UABITET o ARF
T-—=—HF+A-t+HBAKE_-Z
—=F+ AT tHMBITRHA S
REHE—MBBEBLIRFEESNA
42,886,000 7T %4,981,0005% Tt *
B @ARIBE e RE A FMBBEMU
3Efﬁﬂﬁﬂ§ff%%Eﬁiﬁ”‘Fﬁt%%Uiﬁééiﬁ’
Wt RARFBZIEERR - AAFR

EA

m,\

:%—Ei—}—ﬂf—ﬂilﬂ&: T —=

FH— At +RBTIARBES
~PRBRRESBBE AT E

2 7l /671,267,000 7T % 82,161,000
B NEBZAARAGE - &iE

H AT

27 December 2013

25 October 2013

—E—= —E—=
tA=+EH tZA=ttH
Principal amount of Principal amount of
HK$436,800,000 HK$51,200,000
436,800,000 7T 51,200,0007% 7T
HK$0.91 HK$0.99
0.91%8 T 0.99% 7T
HK$0.40 HK$0.40
0.40/8 T 0.40% T
26.12% 26.24%
1.83% 2.32%
86.71% 85.53%
0.00% 0.00%

Any changes in the major inputs used in the model will
result in changes in the fair value of the liability component.
The variables and assumptions used in calculating the fair
value of the liability component are based on the directors’
best estimate.

Notes:

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

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

(c) Estimated by reference to the historical dividend payout of the
Company.

BAMAZEIEHG ABBRLEEM

BE BEREHBHATERL
Bl HEREHDS ATEMAEE
RBRDEREENREET -
i

@ FZAXDSERNLEERRTERFES
N B 55 e 5 R E

EREFHEARRBEERKE -

© REARFNBERBIRMGEFEH -
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26. CONVERTIBLE BONDS (continueq)

26. O R B 5 »)

Convertible Bonds | (continuea)

During the years ended 31 March 2022 and 2021, none of
the Convertible Bonds | was converted into ordinary shares
of the Company.

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

ABBRESE— @
REZE-_ZE-__K-_F-_—%F=H
=+ —BULtFE WEAABRKRES—
WEmAKRKANT LR -

FARRES —REHXIEHE
UM

Principal Carrying

amount amount

K& BREE

HK$’000 HK$’000

T T

As at 1 April 2020 R-ZE-_FTFMHA—H 256,000 110,977

Effective interest expense ERABERX — 28,986

As at 31 March 2021 and 1 April 2021 R-ZE-—F=A=+—HK

—“E-—F/1MA—H 256,000 139,963

Effective interest expense ERMERAX - 36,557

As at 31 March 2022 R-ZE-_—_H=A=+—H 256,000 176,520
Convertible Bonds II B ESsE—

The Company issued convertible bonds in an aggregate
principal amount of HK$64,000,000, HK$64,000,000 and
HK$64,000,000 respectively on 24 April 2014, 30 August
2014 and 31 December 2014 (collectively referred to as
“Convertible Bonds II”) for the acquisition of Sale CB-ll
first batch, second batch and third batch 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 I,
at the initial conversion price per share of HK$0.40, subject
to anti-dilution clauses.

If the Convertible Bonds Il have not been converted, they
will be redeemed at par on the tenth anniversary of the
date of issue.
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LA }264,000,0005% 7T 3% 17 Al 2 IR B 55
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AMEES T EFRFEAER
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26. CONVERTIBLE BONDS (continueq)

Convertible Bonds Il continuead)

The Convertible Bonds Il are issued in HK$. The fair
values of the liability component were HK$6,622,000,
HK$6,916,000 and HK$7,577,000 for the Convertible Bonds
Il issued by the Company on 24 April 2014, 30 August
2014 and 31 December 2014 respectively, which has
been determined by the discounted cash flow approach
using the prevailing market interest rate of similar non-

e SRR

26. T2 IR B F »)

ARKBES =@

AR ESR B ITTETT c KRARIRZ
Z—PFEMA-+mE - —T—HEN
A=+tBEk-_ZE—WNF+-_HA=+—H
FTesiTH AR RS E A5 — B EI D AT
B4 B156,622,0005 7T + 6,916,000/
JT 7,577,000 T - JhiB i ARIRIR &
mEE  MABRLIETTRERESFHIR

TS FRETF » Wi RARFIZEE
B o AQBR-Z—MHEM A =101
B —E—NHFNA=ZF+HE-Z—N
FH+—_A=+—HETZAUBRKES
THhEAREROBREZ AFES
Rl £131,454,0007% 7T + 118,983,000/%8
JC K& 112,597,000/ 7T * JhE @ —IA R
RAFHE - ZEXOHALT :

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 and HK$112,597,000
classified as equity component for the Convertible Bonds |
issued by the Company on 24 April 2014, 30 August 2014
and 31 December 2014 respectively were calculated using
Binomial Model. The inputs into the model were as follows:

24 April 2014 30 August 2014 31 December 2014

“E-MEF “E-|EF “E-NE§

MAZ+MmA NB=+H +=ZA=+-—H

Principal amount  Principal amount Principal amount

of HK$64,000,000 of HK$64,000,000 of HK$64,000,000

bR x&E biNc R ]

64,000,0007% 7T 64,000,0007% 7T 64,000,0007% 7T

Stock price B HK$1.42 HK$1.19 HK$1.16
1,428 7T 1198 T 11658 7T

Exercise price R HK$0.40 HK$0.40 HK$0.40
0.408 7T 0408 T 0408 T

Discount rate R X 25.46% 24.92% 23.78%
Risk-free rate (note a) LB ) X (3t a) 2.20% 1.84% 1.85%
Expected volatility (note b) T8 1% & (P 5 ) 84.57% 82.53% 80.79%
Expected dividend yield (note ¢) ~ FEERRR 2 U35 R (M 55 c) 0.00% 0.00% 0.00%

B2 B A B E AT
28 BEREHBHATEEL
B - HERBRSATEAARE
RIRRDERE EH S -

Any changes in the major inputs used in the model will
result in changes in the fair value of the liability component.
The variables and assumptions used in calculating the fair
value of the liability component are based on the directors’
best estimate.

Notes: B &

(@)  The rate was determined with reference to the yields of Hong Kong @ ZAMED2ERHEAREERNES
government bonds and treasury bills as at the date of valuation. REHFHW = EEE -

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

(c)  Estimated by reference to the historical dividend payout of the € WREARAFRHBERBIRMAMEEEL -
Company.
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26. CONVERTIBLE BONDS (continueq)

26. O R B 5 »)

Convertible Bonds Il continuea)

During the years ended 31 March 2022 and 2021, none
of the Convertible Bonds Il was converted into ordinary
shares of the Company.

The movement of liability component of Convertible Bond I
for the year is set out below:

ABBESRE =@
BE-_ZT-_-—FR-_T-_—F=A
=+ —HULtFE WEABRRKRES—
L Bl NN T ) )

FRABRESF _—_2AERD 2 E
FE T

Principal Carrying

amount amount

& BREE

HK$’000 HK$’000

T T

As at 1 April 2020 ATE-FTFIMA—H 39,600 14,363

Effective interest expenses EERAME — 3,413

As at 31 March 2021 and 1 April 2021 R-ZE-—F=A=+—HK

—E--FMA—H 39,600 17,776

Effective interest expenses ERFMEZH — 4,224

As at 31 March 2022 R-ZE-_—_H=A=+—H 39,600 22,000
Convertible Bonds Il ABBRES=

The Company issued convertible bonds to its associate, ARNRER-ZE—NFLA=-+N\H

Extrawell, in an aggregate principal amount of
HK$715,000,000 on 28 July 2014 (collectively referred to
as “Convertible Bonds III”) as part of the consideration
paid to acquire of 51% equity interest in Smart Ascent. The
Convertible Bonds Il with coupon rate of 3.5% per annum
will mature on the seventh anniversary of the date of issue.

The Convertible Bonds Ill entitle the bond holders to
convert them into shares of the Company at any time within
7 years from the date of issue of the Convertible Bonds IlI,
at the initial conversion price per share of HK$2.50, subject
to anti-dilution clauses.

If the Convertible Bonds Il has not been converted, they
will be redeemed at par on the seventh anniversary of the
date of issue.
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26. CONVERTIBLE BONDS (continueq)

Convertible Bonds Il 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 Il issued by the Company on 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 classified as equity component
for the Convertible Bonds Il issued by the Company on 28
July 2014 was calculated using Binomial Model. The inputs
into the model were as follows:

Stock price BB
Exercise price TE(E
Discount rate AL IR &
Risk-free rate (note a) i = f
Expected volatility (note b) TEH K R

Expected dividend yield (note c)

Mjﬁa)

B HA AR B s = (Mt &Ec)

e SRR

26. T2 IR B F »)

AMBRELHE=»

AR ESRZIABITEIT - XA F
RZE—NFEL /S -+NHETZ
IMREF=NEETX» N RAFE
#233,547,0008 7T * b B A LLIE
MR EFMIRITMIG A RIZIR
REMELZETE  YEFEARF
MNEERBE ARaRN_ZT—MN4EF
tAZ+NBBETZIIRKRES=
PEEEGBIMRBREZATES
136,646,000 7T * YA Z B R &
NetE o ZEXAMNBALT :

28 July 2014
—E-—MF
+tA=+N\AH
Principal

amount of
HK$715,000,000
L8
715,000,000 T

HK$1.27
1.2778 7T
HK$2.50
2.5078 7T
24.13%
0.13%
27.29%
0.00%

Any changes in the major inputs used in the model will
result in changes in the fair value of the liability component.
The variables and assumptions used in calculating the fair
value of the liability component are based on the directors’
best estimate.

Notes:

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

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

(c) Estimated by reference to the historical dividend payout of the
Company.

BB E B A BT AT
28 BERAENHATERLE
ft-HERENHATEFAEE
BRDEREEN S E M -

@ BAXD2ERHEERREBERFES
N JEE 5 B U 55 R E o
b) EREFHBARFNBEERRE -

© REBADTEBER LKA (53T GH -
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26. CONVERTIBLE BONDS (continueq) 26. Al 2 R & & o0

120

Convertible Bonds Il continuea)

On 28 October 2019, the Company completed the
amendment of the term and condition of the Convertible
Bonds Il with Extrawell. Under the amendment, Extrawell
agreed the due date for annual interest payment of
HK$25,025,000 due on 27 July 2019, 2020 and 2021
amended to on or before 28 July 2021; and additional
interest of HK$11,261,250 shall be paid by the Company
on 28 July 2021. Detail of the amendments of the term
and condition of the Convertible Bond Il are set out in the
Company’s circular dated 13 September 2019.

On 16 August 2021, the Company completed the
amendment of the term and conditions of the convertible
bonds with Extrawell. Under the amendment, Extrawell
agreed to amend the term of the convertible bonds to
effect that, (i) the Maturity Date shall be extended from the
original maturity date to 28 July 2023; and (ii) the interest
payment date of the convertible bonds were amended.
Detail of the amendment of the term and condition of the
Convertible Bond Il are set out in the Company’s circular
dated 13 July 2021.

During the years ended 31 March 2021 and 2022, none
of the Convertible Bonds Il was converted into ordinary
shares of the Company.

The movement of liability component of Convertible Bond
[l for the year is set out below:

AR ES=w
RZZE—NE+AZ+/N\B  KQF
T EFEESE] AR RESR = IER
KAt - BIBER] - BEREHR=
T-NF —T_TFR_ZFT_—F
tﬂ—wucElleHHme%ozesooo
BITHBFERNEMNRIBAKAE
f—itﬂf+AEI2m,&¢
RIBAR-_ZTE-_—F+A-+NBXM
%8 NFI) 811,261,250 7T © (£ 5] Al
BEHF =GR EEGZFBHAERR
AAPA-ZT-NFNAT+=RAZA
\il °

RZZFEZ—FNA+RB AR
BB R BB T AT R IR B 25 MY 1§ K
4 - RITFEEET F%ﬂ & uTT
BRES 2GR BB HEEARR
IHAEERE_T_=FEA=-TN
E Rk EFZMNEBHRAET
i{/u Of ETT?&IHX,LE\% 17I</TJ\
&ﬁ#2¥1ﬁm$ AR -F
T—FtAt+T=BZBE

BE_Z-_— Gk _-_FT-_—_F=A
—t—HIEFE TENBEES=
WE R A RKNF T -

FRAMBRESF=2BERD 225
JlE

Principal Carrying

amount amount

& BREE

HK$’000 HK$’000

FAET T T

As at 1 April 2020 A—E_FTFWH—H 715,000 595,851

Interest expense paid EXNHERX = 162,627
As at 31 March 2021 and 1 April 2021 R-—TE——&=F=+—AFK

—E-FMA—HA 715,000 748,478

Interest expense paid EXfFERZ — 142,001

Gain on modification of convertible B AT 2 IR & 5 2 W &=
bonds — (250,653)
As at 31 March 2022 R-ZEB-_ZF=ZHA=+—H 715,000 639,826
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26. CONVERTIBLE BONDS (continueq)

Convertible Bonds IV

The Company issued convertible bonds in an aggregate
principal amount of HK$64,000,000 on 30 April 2015
(collectively referred to as “Convertible Bonds V") for the
acquisition of Sale CB-IlI fourth batch. The Convertible
Bonds IV with zero coupon rate will mature on the tenth
anniversary of the date of issue.

The Convertible Bonds IV 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 1V,
at the initial conversion price per share of HK$0.40, subject
to anti-dilution clauses.

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

The Convertible Bonds IV are issued in HK$. The fair
value of the liability component was HK$7,790,000 for the
Convertible Bonds IV issued by the Company on 30 April
2015, 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$109,371,000 classified as equity component
for the Convertible Bonds IV issued by the Company on 30
April 2015 was calculated using Binomial Model.

The inputs into the model were as follows:

Stock price RE (B
Exercise price TEE
Discount rate A 3IH &

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

8 B3R 1@
EHR B

R fa Fl) X

=X (Mt iEc)

e SRR

26. T2 IR B F »)

TRKREZN
ARBERZTE—RAFMA=+THEH
1178 # % 7364,000,000/% 7T 2 A] #&
BBz (BRIA]AEFM]) - Ak
BEOMFENRRES - - TR
TR R 77 T AS 0 2 1T B B T
FTHEFEBRH -

AR EF OB T ES R A AER
RETARKRESOBERE+FR
BE B 7% A] #2 BB 25 M0 88 i B AN A A
Bedn - e B (E R B {10.4078
T AR REERFRE

fidf P #2 BB 25 PO R JE 8 4 - RIS A0 2%
TEREFFSTEFERRERET
AREE -

AR EHUAB LT - AAFER
—E—RFMNAZTHBEITZAIBRRE
H e B EID A FE AE7,790,000
BT DERBECETRRESNER
TMBMERMBRESREEETE -
WEFEARRNEERR - AAF
R-E—RFMA=+HETZA#H
BEHUDEAERISOBRBREZD
F{& £109,371,0007 7T © JhER A =18
NEXFE o

BRI AT

30 April 2015
—E-—IE
B=+H

Principal

amount of
HK$64,000,000
e 8
64,000,0007& T

HK$1.16
11678 7T
HK$0.40
0.407 7T

23.44%

iFa) 1.48%

79.49%
0.00%
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26. CONVERTIBLE BONDS (continvea) 26. A REFH o
Convertible Bonds IV (continueq) AR E S M)
Any changes in the major inputs used in the model will BRAMAZFEBABBZEEEM
result in changes in the fair value of the liability component. 2E - HERAEHRIAFEREE
The variables and assumptions used in calculating the fair bt srEAERRS /‘zﬁfﬁﬁﬁﬁl“ 2R
value of the liability component are based on the directors’ BRETDERESHREMGT ©
best estimate.
Notes: i
(a)  The rate was determined with reference to the yields of Hong Kong (a) ZMERD2ERGHEAHEERFES
government bonds and treasury bills as at the date of valuation. REHFHWREERET -
(b)  Based on the historical price volatility of the Company over the past (b) ERBFHABARBABEBREKE -
bond period.
(c)  Estimated by reference to the historical dividend payout of the () WEARARBEREIRMEHEE -
Company.
During the years ended 31 March 2021 and 2022, none BHET-—FER=ZFTZ_F=A
of the Convertible Bonds IV was converted into ordinary =+—HLEFE  UEABRRKRESD
shares of the Company. WER A KN EBK -
The movement of liability component of Convertible Bond FARBRBKRESRN BEED 2 EE
IV for the year is set out below: HIF AT -
Principal Carrying
amount amount
¥R BREE
HK$’000 HK$’000
T T T T
As at 1 April 2020 R-E-_THmMA—A 64,000 21,951
Effective interest expense ERMERAZ — 5,144

As at 31 March 2021 and 1 April 2021 RZZE_—F=ZA=+—HK

—E-—F/WA—H 64,000 27,095
Effective interest expense ERAMERAX — 6,350
As at 31 March 2022 R-ZEBE-=-H=H=+-—H 64,000 33,445
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e SRR

27. IR A

2022

—Eg-=

HK$°000
FiER

Authorised:

50,000,000,000 ordinary shares

50,000,000,000 % & % & (&

of HK$0.01 each 0.0 T2 &K 500,000 500,000
Issued and fully paid: BERTREHR:
1,464,193,024 ordinary shares 1,464,193,024 /% T R E &
of HK$0.01 each 0.01B T2 L@ 14,642 14,642
As at 31 March 2022, the maximum number of shares R-ZZE__F=A=+—H #H#EH
issuable upon conversion of all outstanding convertible PIAERARRIEEITZARITE 2R
bonds issued by the Company is 1,805,000,000 (2021: BMBEESR ZATHERTRS B
1,805,000,000). #31,805,000,000f& (=& = — 4 :
1,805,000,000%) ©
28. RETIREMENT BENEFIT SCHEMES 28. R KB 5t &
Retirement benefit costs 3R 1K 18 A B A

The Group contributes to a defined contribution Mandatory
Provident Fund retirement benefits scheme (the “MPF

Scheme”) under the Mandatory Provident Fund Scheme &BAE 8l (R F&
Ordinance for all employees in Hong Kong. Contributions oo BIBBBE T EEE
are made based on a percentage of the employees’ NEBHBIBAZEDL
relevant income and are charged to profit or loss as they REBATZNEEEZT
become payable in accordance with the rules of the B EERAEE 2]
MPF Scheme. The assets of the MPF Scheme are held 2 HEYEERESH
separately from those of the Group in an independently BEH-FKNAERBE LTS
administered fund. The Group’s employer contributions FHHBENES - RS
vest fully with the employees when contributed in the MPF EXrkEEZBH AR
Scheme. Under the MPF Scheme, the employer and its A Z25% R 58 18 & & &l 1F
employees are each required to make contribution to the SREBAWRAZ ERRAS
MPF Scheme at 5% of the employees’ relevant income 0818 & R &I KB B BR

subject to a cap of monthly relevant income of HK$30,000.

Contributions to the MPF Scheme vest immediately.

The employees of the Company’s subsidiaries which Nl e R Rl 0PN L i)
operate in the PRC are required to participate in a 22 B TR AT B IR A
central pension scheme operated by the local municipal 2o ZEMBARIAR
government. These subsidiaries are required to contribute —BAD kA RIRAK
a certain percentage of its payroll costs to the central HERDBEPRRAKE
pension scheme. The contributions are charged to profit e RS T B s P HIBR
or loss as they become payable in accordance with REFTEIMHREF - AEE
the rules of the central pension scheme. The Group’s TEHEBRES - K5 H
employer contributions vest fully with the employees when R &t 81 4 2 (B2 3% 4
contributed in the central pension scheme. The Group BEEREXERHZTEH
has no forfeiture of pension scheme contributions (i.e. HR)  c RZEZ_F=
contributions processed by the employer on behalf of the AEBEW ERAKSEE

employee who has exited the scheme prior to vesting of

such contributions). As at 31 March 2022, no forfeited
contribution under the pension scheme of the Group is
available for deduction of contribution payable in coming

years.
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29. RELATED PARTY TRANSACTIONS

Dr. Mao and Dr. Xie have beneficial non-controlling interest
in the shares of the Company. In addition, they have
joint control of a company which has shareholding of the
Company giving it significant influence over the Company.
Save as those disclosed elsewhere in the consolidated
financial statements, the Group has entered into the
following related party transactions:

Service fee expense paid and B R ERFEARFA
payable to Dr. Mao, a shareholder REREBLZ

20. AEALRF
ERLEHBLIRARBBROPEA
BRIFIERE R - o REKFRE
H — A AR R R W ARLRE
BEAXENZRF - RigaWE®R
REMBEMAEEEIN  AEECHE
TUTHEALRS:

2022
—E-=

HK$’000

TF#& T

2021

HK$’000
T

of the Company (Note i) AR 7% & 5 2 (M9 5E1) 672 672
Loan from Dr. Mao, a substantial RKEARG—UEERRE
shareholder of the Company (Note i)  FE1&+ 2 & 5 (M 5%ii) 40,000 20,000
40,672 20,672
Key management compensation: TEEBRE 2R
Salaries and other benefits FekEMEF 2,508 2,538
Retirement benefits scheme RRAE A FT &R
contributions 18 18
2,526 2,556

Notes:

This transaction constitutes continuing connected transaction
under Chapter 14A of the Listing Rules and is exempted from the
reporting and disclosure requirement pursuant to Rule 14A.76(1) of
the Listing Rules.

(ii) The loan from a shareholder is unsecured, non-interest bearing and
repayment on demand (2021: unsecured, non-interest bearing and
repayment on demand).

INNOVATIVE PHARMACEUTICAL BIOTECH LIMITED 2022 Annual Report
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30. PARTICULARS OF THE SUBSIDIARIES 30. XARKEBARF1E
OF THE COMPANY

Place of

incorporation/  Place of Registered/issued Percentage of ownership interest/ Principal
registration operation paid-up capital voting power held by the Group activities
it fit i 5 EENY R/ BRTHARRE AEEFALRAERE /RERZAAL  IEEH

2022 2021
—EC_CE —&
Directly Indirectly Directly  Indirectly

Ef A& % %

Lucky Full Holdings Limited British Virgin British Virgin USS$1 ordinary share 100% - 100% —  Investment holding
Islands Islands
BRERARAR EEERRES EBABRES 1ZRLAR REARRKR
Clear Rich International Limited  British Virgin British Virgin USS$1 ordinary share - 100% - 100%  Investment holding
Islands Islands
RERRERAA AEEBAREE EBABEREE 1ZTLER RERK
China United Gene Health Hong Kong Hong Kong HK$1 ordinary share - 100% - 100%  Trading of beauty
Limited equipment and
products
ZERCERRRELERAR B4 Bk BTEER FRRERERER
Mega Fortune Corporation Hong Kong Hong Kong HK$1 ordinary share - 100% - 100%  Investment holding
Limited i B 1ETERK REZR
First Team Limited Hong Kong Hong Kong HK$1 ordinary share - 100% S 100%  Investment holding
Bk B BTEER RERK
Multi-Wealth Investment Limited  Hong Kong Hong Kong HK$1 ordinary share - 100% - 100%  Investment holding
B B 1ETERK REZR
Able Earn Investment Limited ~ Hong Kong Hong Kong HK$1 ordinary share - 100% S 100%  Investment holding
EERERRAR Bk Bk BTEER REER
Top Nice Holdings Limited Hong Kong Hong Kong HK$1 ordinary share - 100% - 100%  Securities
investment
EREEARAH i NG 1ETERK ERRE
Mega Cedar Group Limited British Virgin British Virgin USS1 ordinary share - 100% = 100%  Investment
Islands Islands holding and
securities
investment
RELMREE EBEBEREER 1EnLER RAZRRES
RA
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30. PARTICULARS OF THE SUBSIDIARIES 30. XARMBARIFEw®
OF THE COMPANY (Continued)

Place of
incorporation/  Place of Registered/issued Percentage of ownership interest/ Principal
registration operation paid-up capital voting power held by the Group activities
EM S EELY 2/ BRAMRRE ARBFGRERES /RERCAAL  TEEE
2022 2021
—ECCE —E--F
Directly Indirectly Directly  Indirectly
E# [ X &
Perfect Net Limited British Virgin British Virgin US$1 ordinary share - 100% = 100%  Investment
Islands Islands holding
EEERRES HEEBARREE 1ETLER REAZRKR
New Wonder Limited British Virgin British Virgin US$1 ordinary share - 100% - 100%  Investment
Islands Islands holding
RELBARES HBABRER 1ELLER REAZK
Rankup Holdings Limited British Virgin British Virgin US$1 ordinary share - 100% - 100%  Investment
Islands Islands holding
RELMREE EBABREE 1ENLER RERK
Marvel Wonder Global Limited ~ British Virgin British Virgin US$1 ordinary share - 100% = 100%  Investment
Islands Islands holding
EEEBRES EEBARREE 1ERLER REAZRKR
East Longmark (Shanghai) PRC PRC HK$28 million - 100% - 100%  Provision of
HealthCare Limited (Note @) registered capital genetic testing
services
REM(LBRRERRE & ik 28,000,0007% T R ER AR
BRRE(Mita) HMER
Shanghai Honglian Investment ~ PRC PRC HK$3.5 million - 100% - 100%  Inactive
Advisory Limited (Note b) registered capital
LELERERARRAT  1H HE 3,500,000 1 FER
(Ff 3b) HMER
Smart Ascent (Note ¢) Hong Kong Hong Kong HK$10,000 ordinary - 51% - 51%  Investment
shares holding
EE () B B 10,000 7L & i R REAZKR
Fosse Bio (Note ¢) Hong Kong PRC HK$100,000 ordinary - 26.01% = 26.01%  Development and
shares commercialisation
of oral insulin
products
Rt (W) Bk P 100,000E T E @R RERFHRLOR
REZEm
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30. PARTICULARS OF THE SUBSIDIARIES 30. XARIMEBARIFE®
OF THE COMPANY (Continued)

Place of
incorporation/
registration
AMmEL/
it fit i 56

Place of
operation

Registered/issued
paid-up capital

EEME

it/ BRTAZRA

Directly Indirectly

Welly Surplus Development Hong Kong PRC HK$100 ordinary
Limited (Note c) shares
WRERERAA (o) B kel 1007 70 & 5 B
Nation Joy Industries Limited  British Virgin British Virgin US$10,000 ordinary
(Note ¢) Islands Islands shares
BEHEXARAA ()  REABRESE ZEAERESE  10000XTEBR

Notes:

(@) East Longmark is a wholly foreign-owned enterprise established in
the PRC on 24 November 2011 for a period of thirty years.

(b) Shanghai Honglian Investment Advisory Limited is a wholly foreign-
owned enterprise established in the PRC on 26 January 2015 for a
period of thirty years.

(¢) These companies became subsidiaries of the Company upon
completion of Acquisition on 28 July 2014.

The above table lists the subsidiaries of the Company
which, in the opinion of the directors of the Company,
principally affect the financial results of the year or formed
a substantial portion of the net assets of the Group. To give
details of other subsidiaries would, in the opinion of the
directors, result in particulars of excessive length.

Percentage of ownership interest/ Principal
voting power held by the Group activities
AEEFRLRAERE /RERZAAL  IEEH
2022 2021
—EC_CE —&
Indlirectly
E# A&
26.01% - 2601% Inactive
FER
51% - 51%  Inactive
FER
Mo -

@ FREERARR-_Z——F+—-A=-+HEA
EPBERLZE2ERE  RE=T
F o

b) LEBLEREFZRNBERAGDAR=-ZT
—RAE-—A-t+XNABEFERIZIE
2ERE RH=1F-

€ HERARAEKR-_ZT—HEELA=-F+NHAH
ZWBEREXBARRZHBATR -

ARBIEZERS  LREBRBYLE
BARERLUBEEEERTEL
BREEFEIZHIZMBLF -
MR EMHEAR ZHE  EF
ARREERBEANITE -
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30. PARTICULARS OF THE SUBSIDIARIES
OF THE COMPANY (Continued)

None of the subsidiaries had any debt securities
outstanding at the end of the year or any time during the

year.

The table below shows details of non-wholly owned

subsidiaries of the Group
interests:

that have material non-controlling

Proportion of
ownership

0. XA TMBARFEE @
RS [E 52 A5 R s GF IN{E (o] B 1] b it

Mﬂ;" A ETARER cBEBE

Eﬁ“r

TRANAEEERERIFERE
BZHFEENBAR

Loss and other
comprehensive loss

Place of incorporation interests held allocated to Accumulated
and principal place of by non-controlling non-controlling non-controlling
Name of subsidiary business interests interests interests
aE i B 3L K% FERERFBEZ PEFHFERES
MEARER TERENY BREAE2LY ZHEERHGZEESSH Rt FERER
2022 2021 2022 2021 2022
—E_-F —T-—& ZB--E —T-—% ZE-C
HK$'000 HK$'000  HK$°000 HK$ 000
TAx BT FHT BT
Smart Ascent (Note) Hong Kong 49% 49% (735) (735) (7,699) (6,964)
A (P EE) EE
Fosse Bio (Note) Hong Kong/PRC 73.99% 73.99% (7,778) (3,782) 952,476 960,254
A (5 B/ HHE
CNL (Pinghu) PRC N/A N/A - (144) - =
H (F#) HE TER TER
Individually immaterial
subsidiaries with non-controlling
interests (859) (2,555) (144) 768
BEHERER
{ERIZEE KH TJ*
(9,372) (7,216) 944,633 954,058
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30. PARTICULARS OF THE SUBSIDIARIES
OF THE COMPANY (Continued)

Summarised financial information in respect of each of the
Group’s subsidiaries that has material non-controlling interests
is set out below. The summarised financial information below

30. X BB AR F B

represents amounts before intragroup eliminations.

Smart Ascent and its subsidiaries

—s-=
HK$’000 HK$'000
TER FAT
Current assets mBEE 5,769 5,082
Non-current assets EMBEE 1,373,224 1,373,409
Current liabilities mENBE (47,704) (46,312)
Non-current liabilities FEmEBBME (59,929) (47,575)
Equity attributable to owners ZiN/NSIE N
of the Company FEAL M = 326,727 336,906
Non-controlling interests FEVE R A 2 944,633 947,698
Revenue I &= - —
Expenses & (13,274) (10,095)
Loss and total comprehensive FRHEELEER
expense for the year > 4858 (13,172) (10,069)
Loss and total comprehensive EEEEAMRAX
expense attributable to REHRBE
Owners of the Company ZiN/NSIE =N (3,800) (2,998)
Non-controlling interests FE = AR A & (9,372) (7,071)
(13,172) (10,069)
Net cash outflow REEFE 2
from operating activities BEe&mb FRE (11,123) (9,255)
Net cash inflow from financing REEEE 2
activities WEMAFHE 10,757 6,519

There are no net cash flows from investing activities.

READUEBELRSREFHE -
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31. FINANCIAL INFORMATION OF THE M. ARz HBEH
COMPANY
2022
—s=-=
HK$°000
T#& T
Non-current assets ERBEE
Investment in subsidiary KRB RRMNKRE - —
Right-of-use assets EREEE 2,822 1,000
2,822 1,000
Current assets mENE E
Prepayments, deposits and other BNZIE Z2k
receivables H h jE Y 5k 1A 481 585
Amounts due from group companies &Y & E Q7 2 FIA 390,978 377,852
Bank balances and cash RITEHRER S 3,010 6,665
394,469 385,102
Current liabilities mBAE
Lease liabilities HEafs 1,881 1,026
Accruals and other payables FEET & B & E A E T FIE 1,507 1,260
Loan from shareholder KEBRRER 40,000 20,000
Convertible bond A # f 1E % - 726,528
43,388 748,814
Net current (liabilities)/assets nE(AE) BEEFRE 351,081 (363,712)
Total asset less current liabilities BEERRBARE 353,903 (362,712)
Non-current liabilities EMBEE
Convertible bonds A IR A& 75 871,791 206,784
Lease liabilities HEBE 968 =
Total non-current liabilities ERBEBELE 872,759 206,784
Net liabilities BEFRE (518,856) (569,496)
Capital and reserves BN R
Share capital PR 14,642 14,642
Reserves B (533,498) (584,138)
Total equity ey L (518,856) (569,496)
The financial statements were approved by the Board of B HRERESENT__Ft
Directors on 26 July 2022 and are signed on its behalf by: AZ+/<BH#E  YHUATEEREK
Jiang Nian Tang Rong
BF BB
DIRECTOR D/FtECTO/?
EFE EZE
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31. FINANCIAL INFORMATION OF THE M. ARR 2 U BE R«
COM PANY (Continued)
Reserve of the Company KRR 2i#1E
Convertible
Share equity Accumulated
premium reserve losses Total
g8
B 17 )i B A RitEE @t
HK$’000 HK$'000 HK$’'000 HK$’000
TAT THIT TAL TAL
As at 1 April 2020 RZZEZTHF
MA—H 1,119,294 575,392 (2,080,217) (385,531)
Loss and total comprehensive FREE N 2T
expense for the year B = - (198,607) (198,607)
As at 31 March 2021 and RZTZ—F
1 April 2021 ZA=+—-8k
—E-—F
mA—AH 1,119,294 575,392  (2,278,824) (584,138)
Profit and total comprehensive A3 F & 2 H ¥ &
income for the year FEE - - 50,640 50,640
As at 31 March 2022 R=-®=-Z
=A=+—H 1,119,294 575,392 (2,228,184) (533,498)
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32. FINANCIAL INSTRUMENTS

Categories of financial instruments

32.

TMITH
ETHMIAEEHR

2022 2021
—EgE=-= —E-—4F
HK$’000 HK$’000
FET FE T
Financial assets cHREE
Financial assets at FVTPL HRFETFAEDZ
Trade receivables 5 W R R 9,260 15,323
Deposits and other receivables & &k EAth g SR IE 741 734
Bank balances and cash RITHEH LR E 4,083 8,992
Total HEt 14,084 25,049
Financial liabilities at amortised cost — & #HK AF8RZ 2@ B &
Convertible bonds AR & 25 871,791 933,312
Trade payables =Y NN 8,153 5,479
Accruals and other payables JEFTE AR E M ENRIR 3,975 1,686
Amounts due to non-controlling FE A< 3E 128 % W 25 BUIR
interests 3,092 3,092
Loan from a non-controlling interest ~ K EFEIEREZE R 10,346 20,929
Amounts due to former JFE < AT JE 22 A% 4 %5 7R E
non-controlling interests 724 823
Amount due to a former associate FEAT AT ESE & AR FRIB 41,947 41,947
Loan from a substantial shareholder HRE—UEZREER 40,000 20,000
Loan from a former associate AR E AR ER 16,853 16,118
Total et 996,881 1,043,386

Financial risk management objectives and

policies

The Group’s major financial instruments include trade
receivables, other receivables and deposits, bank
balances, loans from non-controlling interests, trade
payables, accruals and other payables, amounts due
to non-controlling interests, amounts due to former
non-controlling interests, loan from a substantial
shareholder, loan from a former associate, loans from a
non-controlling interests and convertible bonds. Details
of these financial instruments are disclosed in respective
notes. The risks associated with these financial instruments
include interest rate risk, credit risk and liquidity risk
and the policies on how to mitigate these risks are set
out below. The management manages and monitors
these exposures to ensure appropriate measures are
implemented on a timely and effective manner.
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32. FINANCIAL INSTRUMENTS (continueq)

Credit risk and impairment assessment

The Group’s credit risk is primarily attributable trade and
other receivables and deposits and bank balances for
current period and prior year.

As at 31 March 2022, the Group’s maximum exposure
to credit risk which will cause a financial loss to the
Group due to failure to discharge an obligation by the
counterparties is the carrying amounts of the respective
recognised financial assets as stated in the consolidated
statement of financial position.

The credit risk on the Group’s bank balances is limited
because the counterparties are banks with high credit
ratings assigned by international credit-rating agencies.

In order to minimise the credit risk, the management
of the Group has delegated a team responsible for the
determination of credit limits, credit approvals and other
monitoring procedures. In addition, management reviews
the recoverable amount of each individual trade debt
regularly to ensure that adequate impairment losses are
recognised for irrecoverable debts.

In respect of trade receivables, all sales made to major
customer who have been given short credit terms. These
credit evaluations focus on the customers’ past history of
making payments when due and current ability to pay, and
take into account information specific to the customer as
well as pertaining to the economic environment in which
the customer operates. The average credit period granted
to the customers was 90 days (2021: 90 days). As at 31
March 2022, the carrying amount of trade receivables was
concentrated on one (2021: one) customer which amounted
for 100% of the total trade receivables. The Group will
make specific provision for those balances which cannot
be recovered. Normally, the Group does not obtain
collateral from customers. In the opinion of the directors,
the default risk faced by the Group is considered to be low.

The maximum exposure to credit risk is represented
by the carrying amount of each financial asset in the
consolidated statement of financial position after deducting
any impairment allowance. The Group does not provide
financial guarantee which would expose the Group to credit
risk.

The Group applied the HKFRS 9 simplified approach
to measuring expected credit losses which uses a
lifetime expected credit loss allowance for all accounts
receivables. To measure the expected credit losses, trade
receivables have been grouped based on shared credit risk
characteristics and the days past due.
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32. FINANCIAL INSTRUMENTS (continueq) 32. €M T Ew»
Financial risk management objectives and BEEREBEEERKE®

policies (continued)

Credit risk and impairment assessment (Continued)
Expected loss rates are based on actual loss experience
over the past year. The historical loss rates are adjusted
to reflect current and forward-looking information on
macroeconomic factors affecting the ability of the

FEERBEBEFMG®
BHEBEBIERBE—"F2ERE
BERTE - L&Eﬂ%?%bﬁﬂﬁu
RMEEREFEEERKNFIEENNE
MAEBKERENE A &auﬁﬁl&é

134

customers to settle the receivables. Kt o
Trade
receivables
B S EWRE
HK$'000
FHET
As at 1 April 2020 R-E-_TEmA—A 422
Allowance for expected credit loss recognised CHEREHREEHEEE 496
Reversed of expected credit loss recognised RO EREREESE (422)
496
As at 31 March 2021 and as at 1 April 2021 RZE-_—F=A=+—H8K
—E-—FWA—H
Allowance for expected credit loss recognised BHERBHEZEEEEE 415
Reversed of expected credit loss recognised BREOEHEESE (496)
As at 31 March 2022 R-—B-=—%=Zp=+-H 415
The credit quality of other receivables and deposits HiEWRERZE (TEEENK

excluding prepayments has been assessed with reference
to historical information about the counterparties default
rates and financial position of the counterparties. The
directors are of the opinion that the credit risk of other
receivables and deposits is low due to the sound collection
history of other receivables due from them. Therefore,
expected credit loss rate of the other receivables and
deposits excluding prepayments is assessed to be close to
zero and no provision was made as of 31 March 2022 and
2021.

Liquidity risk

In the management of the liquidity risk, the Group monitors
and maintains a level of cash and cash equivalents deemed
adequate by the management to finance the Group’s
operations and mitigate the effects of fluctuations in cash
flows. In addition to issuance of new shares, the Group
also relies on convertible bonds as a significant source of
liquidity for the years ended 31 March 2022 and 2021.
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32. FINANCIAL INSTRUMENTS (continueq) 2. €@ T Ew
Financial risk management objectives and BREAKREEEERKE @
policies (continued)
Liquidity risk (continued) REBESRER®
The Group’s current liabilities exceeded its current assets AEBR-ZTE-__F=HA=+—HZ
by approximately HK$80,822,000 as at 31 March 2022 MEBEBLRBE E 80,822,000
(2021: HK$771,873,000). B (= & = — & :771,873,000/%

JT) °

The following table details the Group’s remaining TRHFBMAEEZETESRBEZ
contractual maturity for its non-derivative financial liabilities F&r & ,ﬁ FEB (A EERBRR
based on the agreed repayment dates. The table includes KiB) - ZXBEREMNEREAERE R
both interest and principal cash flows. g o
Liquidity risk tables mBE 2 R kX

Carrying
Weighted ~ On demand Total amount at

average  or less than 3monthsto  Over 1year undiscounted 31 March
interest rate 1month  1-3 months 1 year to5years  cash flows

RERY &8 AER

nE¥HiE  HR-AR -ZZ@F ZEAZ-F -FERF RERELT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$ 000
Thn THn THR Thn THn ThR

31 March 2022 ZEZZEZA=1-H
Non-derivative financial liabilties FiEepak
Trade payables EHENER - 8,153 - - - 8,153 8,153
Accruals and other payables B ERREMERZE - 3,975 - - - 3,975 3,975
Amounts due to non-controling ERFERESNE
interests - 3,092 - - - 3,092 3,092
Amounts due to former non- ERAFERERRE
controlling interests - 724 - - - 124 724
Amount due to a former associate ERABEARRE - 4,947 - - - 4,947 4,947
Loan from a non-controlling interest X AEERERES - 10,346 - - - 10,346 10,346
Loan from a substantial shareholder RE-TERRER - 20,000 - 20,000 - 40,000 40,000
Loan from a former associate RENBERDER 5,00 - - - 18,375 18,375 16,853
Convertiole bonds TRRES 2.75 - - - 1,074,600 1,074,600 871,791
Lease liabilities figak 3.99 164 326 1,469 979 2,938 2,849

88,401 326 21,469 1,093,954 1,204,150 999,730
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32. FINANCIAL INSTRUMENTS (continveq) 2. €@ T BEw»
Financial risk management objectives and BEEREBEEEREE®
policies (continued)
Liquidity risk (continued) REBELRAKR®
Liquidity risk tables (continued) mBERREX®E

Weighted  On demand or Total Carrying

average less than 3monthsto  Over1year  undiscounted amount at
interest rate 1 month 1-3 months 1 year to 5 years cash flows 31 March 2021

x3

A -Z=HR =HEAZ-%
HK$ 000 HK$'000 HK$'000 I HK$'000

BT TAL BT 87 TAL

31 March 2021 “3-%=f=1-H
Non-derivative financial liabilities FIESBAR
Trade payables 2% Wﬂx B3 - 5479 - - - 5,479 5479
Other payables 19 - 1,686 - - - 1,686 1,086
Amount due to non-controling Wf/‘bH’E‘f f’éi?}”\
interests - 3092 - - - 3092 3,002
Amounts due to former non-controling R BISFERER R
interests - 823 - - - 823 823
Amount due to a former associate EffBERANE - 4,947 - - - 4,947 41,947
Loan from a non-controlling interest X AFERE - 20,929 - - - 20,929 20,929
Loan from a substantial shareholder L ERTES Y x%‘é?f - 20,000 - - - 20,000 20,000
Loan from a former associate REHEE 5.00 - - - 18,375 18,375 16,118
Convertible bonds TARES 2057 - - 801,405 39600 1,161,005 933,312
Lease liabilties HERR 537 184 368 584 - 1,136 1,118
94,140 38 801,989 STTOT5 1214472 1,044,504
Fair value of the Group’s financial assets that are BELKEMEERATEFEZ
measured at fair value on a recurring basis rEEERMEEZLATE
All financial assets and liabilities are carried at amounts FrEcREERE EZ FIRGREEE
not materially different from their fair values as at 31 March KRB —FR-F-_—F=A=+—
2022 and 2021. AZAFEIEERESR -
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33. NOTES SUPPORTING THE CONSOLIDATED 33. %8 HREe R ERMK =
STATEMENT OF CASH FLOWS

Reconciliation of liabilities arising from financing activities: MEEHEANBGEHER:

Loan from Loans
anon- froma Loan from
Lease controlling substantial a former Convertible
liabilities interest shareholder  associate bonds Total
(Note 23) (Note 24) (Note 24) (Note 24) (Note 26)

REEER RE-EXE RENHEE
HEEE EZEX RREX DAER TRRES @it
(K &E23) (Fff 5E24) (Fff 5£24) (Fff 5E24) (Fff 5£26)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET FHT FET

As at 1 April 2020 RZE-ZF

mA—H 3,396 20,929 7,000 15,383 743,142 789,850
Financing cash flows #ER &R E (2,405) - 13,000 - - 10,595
Finance cost BBER 127 = = 735 190,170 191,032

As at 31 March 2021 R=-Z-—%

and 1 April 2021 =ZA=+-8k
—E-_F
WA—H 1,118 20,929 20,000 16,118 933,312 991,477
Financing cash flows FERETE (2,119) (10,583) 20,000 = = 7,298
New lease entered ~ BRI UHMBAE 3,763 - - - = 3,763
Modification of B TRKER
convertible bonds - - - - (250,653) (250,653)
Finance cost HEER 84 — - 735 189,132 189,951
Exchange BEHAE
adjustments g — — — - 3

As at 31 March 2022 R=—Z=—#
=ZA=t+-H 2,849 10,346 40,000 16,853 871,791 941,839
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34. CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in
the Group will be able to continue as a going concern
while maximising the return to shareholders through the
optimisation of the debt and equity balance. The Group’s
overall strategy remains unchanged from prior year.

The capital structure of the Group consists of amounts
due to a former associate, non-controlling interests and
former non-controlling interests, loan from a non-controlling
interest, loan from a substantial shareholder, loan from a
former associate and convertible bonds, net of cash and
cash equivalents and equity attributable to owners of the
Company, comprising share capital and reserves. The
directors of the Company review the capital structure on an
annual basis. As part of this review, the directors consider
the cost of capital and the risks associated with each class
of capital. Based on recommendations of the directors, the
Group will balance its overall capital structure through new
share issues and share buy-backs as well as the issue of
new debt or the redemption of existing debt.

The Group monitors its capital structure using net debt to
equity ratio; whereby net debt comprises convertible bonds
less bank balances and cash whilst equity means the total
equity of the Group. During the year, the Group’s strategy
to maintain a healthy net debt to equity ratio has remained
unchanged, and the debt to equity ratio is 2.49 as at 31
March 2022 (2021: 2.58).
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Financial Summary

BB E

RESULTS E ¥
For the year ended
31 March 31 March 31 March 31 March 31 March
2022 2021 2020 2019 2018
BZ=A=1t-HLEE
S ~3 F “E-\E
HK$'000 HK$'000 HK$'000
T BT T BT
Revenue g 11,145 15,189 14,580 18,589 15,811
Loss for the year FRER 36,431 (212,155) (222,462) (260,911) (230,991)
Attributable to: BB

Owners of the Company KRAEAA 45,803 (204,939) (211,117 (260,272) (231,048)
Non-controlling interests FERER (9,372) (7,216) (11,345) (639) 57
36,431 (212,155) (222,462) (260,911) (230,991)
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ASSETS AND LIABILITIES

EERER

As at 31 March

R=RA=1+-H

2022 2021 2020 2019 2018

2=z 2 —F —Z2-% “E-NF —2-\&

HK$’000 HK$’000 HK$’000 HK$000 HK$000

TER BT FEL FET FET

Non-current assets ERBEE 1,376,046 1,374,410 1,376,692 1,534,215 1,631,880

Current assets MBEE 18,950 28,800 42,186 44,539 82,283

Current liabilities mBEE (99,772) (800,673) (70,540) (32,402) (42,953)

Non-current liabilities FEnEEE (899,958) (243,831) (780,565) (751,540) (604,385)

Net assets BEFE 395,266 358,706 567,773 794,812 1,066,825
Attributable to: RE:

Owners of the Company N/NGIE Z N (549,367) (595,352) (390,373) (74,957) 196,417

Non-controlling interests IR = 944,633 954,058 958,146 869,769 870,408

Total equity gk 395,266 358,706 567,773 794,812 1,066,825
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