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CHARACTERISTICS OF THE GROWTH
ENTERPRISE MARKET (“GEM") OF THE STOCK
EXCHANGE OF HONG KONG LIMITED (THE
"STOCK EXCHANGE")

GEM has been positioned as a market designed to accommodate
companies to which a higher investment risk may be attached
than other companies listed on the Stock Exchange. Prospective
investors should be aware of the potential risks of investing in
such companies and should make the decision to invest only after
due and careful consideration. The greater risk profile and other
characteristics of GEM mean that it is a market more suited to

professional and other sophisticated investors.

Given the emerging nature of companies listed on GEM, there is
a risk that securities traded on GEM may be more susceptible to
high market volatility than securities traded on the Main Board of
the Stock Exchange and no assurance is given that there will be a

liguid market in the securities traded on GEM.

Hong Kong Exchanges and Clearing Limited and The Stock
Exchange of Hong Kong Limited take no responsibility for the
contents of this report, make no representation as to its accuracy
or completeness and expressly disclaim any liability whatsoever for
any loss howsoever arising from or in reliance upon the whole or

any part of the contents of this report.

This report, for which the directors (the “Directors”) of Hua Xia
Healthcare Holdings Limited (the “Company”) collectively and
individually accept full responsibility, includes particulars given in
compliance with the Rules Governing the Listing of Securities on
the GEM of the Stock Exchange (the “GEM Listing Rules”) for the
purpose of giving information with regard to the Company. The
Directors, having made all reasonable enquiries, confirm that, to
the best of their knowledge and belief the information contained
in this report is accurate and complete in all material respects and
not misleading or deceptive, and there are no other matters the
omission of which would make any statement herein or this report

misleading.
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Corporate Information
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Management'’s Statement
BEEERE

On behalf of the board of directors (the “Board”) of Hua Xia
Healthcare Holdings Limited (the “Company”), | am pleased
to present the audited financial results of the Company and its
subsidiaries (collectively referred to as the “Group”) for the year
ended 31 March 2016.

FINANCIAL REVIEW

2015/16 was a critical year and full of challenges for the Group.
During the year, the Group continued to focus provision of general
hospital services and pharmaceutical products in the People's
Republic of China (the “PRC"). Our ability to respond to policy
changes and market competition was tested, the Group’s revenue
for the year was approximately HK$1,574.607 million (2015:
approximately HK$1,780.309 million), representing approximately
a decrease of 11.55% as compared with 2015. The operating
loss was approximately HK$21.690 million (2015: approximately
HK$759.875 million). Net loss attributable to owners of
the Company was approximately HK$43.372 million (2015:
approximately HK$505.581 million), representing a decrease in
the loss attributable to owners of the Company as compared to
the same period of last year. The decrease was mainly due to no

impairment loss on goodwill for the year ended 31 March 2016.

OPERATION REVIEW

General hospital services

The Group operates three general hospitals in Chongqing,
Jiaxing and Zhuhai and continues to allocate resources to look
for business opportunities to expand the hospital services. The
segmental revenue for the year was approximately HK$252.844
million (2015: approximately HK$214.040 million), representing an

increase of approximately 18.13% as compared with 2015.
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Pharmaceutical wholesale, distribution and
pharmaceutical retail chain business

Our subsidiary Wanjia engages in the wholesale and distribution
of a broad range of pharmaceutical products to hospitals,
clinics and pharmacies in the Fujian Province, the PRC, as well
as operates a chain of retail pharmacies in the province under
the brand name the “Huihao Sihai”. The pharmaceutical retail
chain operation has maintained the leading position in both retail
drug store numbers and comprehensive competitiveness within
Fujian Province. Wanjia continues to allocate resources to look for
business opportunities to expand its pharmaceutical wholesale,
distribution and retail chain businesses. The segmental revenue
for the year was approximately HK$1,321.763 million (2015:
approximately HK$1,566.269 million), representing a decrease of

approximately 15.61% as compared with last year.

Although the regulatory changes will pose challenges to the
operating environment in the healthcare and pharmaceutical
industry, the demand for healthcare services and pharmaceutical
products sustains a robust growth fuelled by various favorable
factors, such as the extended medical insurance coverage into the
different diseases for different segments of the population across
the country, the rise in per capita funding standards for medical
insurance, the acceleration in urbanisation and the aging of

China’s population.

APPRECIATION

On behalf of the Board of Directors of the Company, | would
like to thank for the kind support from our customers, suppliers,
business partners. Also, | would like to offer my highest gratitude
to thank for to our shareholders for their devotion and to our
employees across all business segments for their loyalty and

contributions made during the year.

Jiang Tao
Chief Executive Officer

Hong Kong, 16 June 2016
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Management Discussion and Analysis
EEERRETH

FINANCIAL HIGHLIGHTS

Summary of the results of the Group for the financial year ended
31 March 2016 is as follows:

o Total revenue was approximately HK$1,574.607 million
(2015: approximately HK$1,780.309 million), representing
a decrease of approximately 11.55% as compared with last
year. The decrease in revenue was mainly attributable to
the decline in sales from the pharmaceutical wholesales and
distribution segment due to the implementation of the New
GSP in 2015.

o Gross profit was approximately HK$279.380 million (2015:
approximately HK$277.728 million), with the gross profit

margin maintained at a similar level as 2015.

o The operating loss was approximately HK$21.690 million
(2015: approximately HK$759.875 million). Net loss
attributable to owners of the Company was approximately
HK$43.372 million (2015: approximately HK$505.581
million), representing a decrease in the loss attributable to
owners of the Company as compared with last year. The
decrease was mainly due to no impairment loss on goodwill
for the year ended 31 March 2016.

o The directors of the Company do not recommend the

payment of a final dividend for the year ended 31 March
2016 (2015: Nil).
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Management Discussion and Analysis

BUSINESS REVIEW

The Group is principally engaged in the provision of general
hospital services and pharmaceutical wholesale, distribution and

pharmaceutical retail chain businesses in the PRC.

Revenue

The Group recorded revenue of approximately HK$1,574.607
million (2015: approximately HK$1,780.309 million) for the year
ended 31 March 2016, a decrease of approximately 11.55% as
compared with last year. The decrease was mainly attributable
to the reduction in sales of pharmaceutical business. The
gross profit margin of the Group was approximately 17.74%,
(2015: approximately 15.60%), The increase was attributable
to the growth in general hospital services among the operating

segments.

General hospital services

During the year ended 31 March 2016, the Group operated three
general hospitals in Chongqing, Jiaxing and Zhuhai, respectively
principally engaged in the provision of general hospital services,
including but not limited to medical wards, surgical wards,
cosmetic surgery, dermatology and medical checkup and
examination. The management envisaged more diversified hospital
services being readily available to satisfy various needs of the
public in the next few years, from the common illness treatments
to the treatments of special and difficult diseases. Therefore, the
Group will continue to allocate resources to develop such services
either from our existing hospitals or through collaboration with
strategic partners. The revenue generated from general hospital
services amounted to approximately HK$252.844 million (2015:
approximately HK$214.040 million), representing a significant

increase of approximately 18.13% as compared with last year.
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Management Discussion and Analysis
EEERRETH

Pharmaceutical wholesale, distribution and
pharmaceutical retail chain businesses

The Group engages in the wholesale, distribution of a board range
of pharmaceutical products to hospitals, clinics and pharmacies
in the Fujian Province, the PRC, through its subsidiary — Wanjia
Group Holdings Limited (the “Wanjia Group”). The Group's
pharmaceutical retail chain operation has maintained the leading
position in both retail drug store numbers and comprehensive
competitiveness within the Fujian Province, as ranked by
independent associations in the PRC. The Group continues to
allocate resources and to look for business opportunities to
expand the pharmaceutical wholesale, distribution and retail
chain businesses. Revenue generated from pharmaceutical
wholesales, distribution and pharmaceutical retail chain business
amounted to approximately HK$1,321.763 million (2015:
approximately HK$1,566.269 million), representing a decrease of
approximately 15.61% as compared with last year and accounted
for approximately 83.94% of the Group’s revenue for the year
ended 31 March 2016. The decrease was mainly attributable
to the reduction in sales to distributor customers due to the
more stringent regulations as a result of the promulgation and

implementation of the New GSP.

Other revenue

Other revenue, primarily including rental income, bank interest
income, loan interest income and sundry income amounted to
approximately HK$7.593 million (2015: approximately HK$9.502
million) for the year ended 31 March 2016, which remained at

similar level as compared with last year.
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Management Discussion and Analysis

Selling and distribution expenses

Selling and distribution expenses primarily consisted of (1)
salaries and wages of sales and marketing personnel, (2) rental
expenses and (3) transportation expenses. For the year ended
31 March 2016, selling and distribution expenses amounted
to approximately HK$152.022 million (2015: approximately
HK$141.745 million), representing an increase of approximately
7.25% as compared with last year. The increase in selling
and distribution expenses was due to the increase of salaries,

promotional expenses and rental expenses during the year.

Administrative expenses

Administrative expenses for the year ended 31 March 2016
amounted to approximately HK$158.443 million (2015:
approximately HK$120.667 million), representing an increase of
approximately 31.31% as compared with last year. The increment
was due to the increase of staff costs and other staff share-based

payment expenses.

Finance costs

For the year ended 31 March 2016, the finance costs of the Group
were approximately HK$19.464 million (2015: approximately
HK$11.520 million), representing an increase of approximately
68.96% as compared with last year. The increase was mainly due

to the interest for the new convertible note issued during the year.
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Management Discussion and Analysis
EEERRETH

Loss attributable to owners of the Company

The Group recorded a net loss attributable to the owners of the
Company of approximately HK$43.372 million (2015: net loss
attributable to the owners of the Company of approximately
HK$505.581 million), representing a decrease in the loss
attributable to owners of the Company as compared with
last year. The decrease in loss was mainly attributable to no
impairment loss on goodwill for the year ended 31 March 2016

recognised.

In August 2014, the Fujian Food and Drug Administration® (&
EEEREREEEER) announced the 10 companies which
are permitted to conduct the business in the distribution to
public hospitals and public healthcare institutions after 2016. The
operating subsidiary of Wanjia Group, namely ({82 & @M EHF
ZZEHPRA T ) Fujian Province Fuzhou City Huihao Pharmaceutical
Co. Limited® is on the list. Notwithstanding recognition as a
qualified participant in the distribution industry is encouraging,
the effect of the implementation of the New GSP and any
future policy development on the hospital distribution business
of the Group remains uncertain. Having taken into account the
financial performance as of June 2014, the Board of Wanjia
Group reviewed again the potential effects of the New GSP on
the distribution business in late July 2014 and prudently lowered
the forecasted performance in sales to distributor customers.
As a result the impairment loss on the goodwill was triggered.
The carrying amount of goodwill was tested for impairment as
at 30 June 2014. The impairment test compared the discounted
cash flow of the cash-generating units (CGUs) with the carrying
amounts of the CGUs. The recoverable amounts of the CGUs
were significantly less than the carrying value of the goodwill,
therefore, an impairment loss on the goodwill of approximately

HK$785.169 million was made in last-year.

* English translations of official Chinese names are for identification
purpose only
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Management Discussion and Analysis

OUTLOOK AND FUTURE PROSPECTS

2016 is the inaugurated year for the implementation of
China’s “Thirteenth Five-Year Plan”. In next 5 years, the
Chinese Government will promulgate a series of measures to
improve public medical health and increase investments to
facilitate healthcare industry development, so as to achieve the
“Healthy China” objective by 2020. With this environment, the
management envisages the emerging development potential of
private hospitals. The latest data from the National Health and
Family Planning Commission of the People’'s Public of China
has revealed that the number of private hospitals has surpassed
public hospitals and in the aspects of specialized and high-end
medical services, the former has comparatively better competitive
advantages. In terms of medical payment, investments in
commercial medical insurance are also increasing. The national
insurance system has also raised its payments for public medical
spending. In terms of man-time, the management notices that
multi-locations practice by medical practitioners has entered
into the implementation stage from policy level. Currently, at
least thirty percent of the practitioners are practicing in private
hospitals. We foresee that this percentage will continue to rise,
provide continuous increase in the number of medical technical

service staff for the development of private hospitals.

It is under this context that the management has full confidence
about our future development. We will continue to improve the
service standard and technology in existing hospitals and provide
medical services that are required by local communities according
to market demand. We realize that with the government’s
strengthening on the monitoring of medical market and the
increasing requirements by the public for quality services, we
must vigorously promote regulated operation, improve the
governance standard in hospitals and highlight the differential
operation philosophy and market strategy. At the same time,
we are still seeking cooperation opportunities, which include
hospital personnel training, distinguishing specialized services and

advanced medical technology to name a few.
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Management Discussion and Analysis
EEERRETH

We are already fully prepared for the future market development.
On the basis of strengthening hospital management, we will cut
down operating costs, implement innovative brand marketing
and promotion activities, adopt people-oriented principle and
elevate the quality and branding of the Group’s medical services.
However, as the domestic economy is at its transitional stage
currently, the supply structure reform will sure bring challenges
to the healthcare industry. The management is soberly aware of
this issue and is prepared for it. Hence, seeking and implementing
suitable development opportunities will be one of the working
focuses, and seizing opportunities, optimizing resources and
striving for expansion are the recent directions that Hua Xia
Healthcare is endeavored on.

LIQUIDITY AND FINANCIAL RESOURCES

The Group had total cash and cash equivalents of approximately
HK$249.712 million as at 31 March 2016 (2015: approximately
HK$88.793 million).

The Group recorded total current assets of approximately
HK$713.934 million as at 31 March 2016 (2015: approximately
HK$732.674 million) and total current liabilities of approximately
HK$325.401 million as at 31 March 2016 (2015: approximately
HK$414.992 million). The current ratio of the Group, calculated
by dividing the current assets by the current liabilities, was
approximately 2.194 as at 31 March 2016 (2015: approximately
1.766).

As at 31 March 2016, the Group’s gearing ratio was not
applicable based on outstanding debts (comprising bill payables,
bank borrowings, convertible notes and promissory note) less cash
and cash equivalents over total equity (including all capital and
reserves of the Group) (2015: approximately 58%).

CAPITAL COMMITMENTS
As at 31 March 2016 and 2015, the Group had no material capital

commitment.

ACQUISITION AND DISPOSAL OF
SUBSIDIARIES

Save as disclosed in notes 11 and 12 to the consolidated financial

statements.
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Management Discussion and Analysis

CONTINGENT LIABILITIES

As at 31 March 2016 and 2015, no member of the Group was
engaged in any litigation or arbitration of material importance and
no litigation or claim of material importance was known to the
directors to be pending or threatened against any member of the

Group.

FINANCING AND TREASURY POLICIES

The Group continues to adopt prudent financing and treasury
policies. All the Group’s financing and treasury activities are
centrally managed and controlled. Implementation of the
Group's related policies is made under collective but extensive
considerations on liquidity risk, financing cost and exchange rate

risk.

FOREIGN EXCHANGE RISK

Since almost all transactions of the Group are denominated in
Renminbi and Hong Kong dollars and most of the bank deposits
are being kept in Renminbi and Hong Kong dollars to minimise
exposure to foreign exchange risk, the directors consider that
the Group’s risk exposure to currency fluctuations to be minimal.
Therefore, the Group had not implemented any formal hedging
or other alternative policies to deal with such exposure during the

year.

CHARGES ON GROUP’S ASSETS

As at 31 March 2016, the Group had bank borrowings
outstanding balances and bills payables of approximately
HK$50.395 million and HK$16.308 million respectively. The
Group's pledged bank deposits, prepaid lease payments and
investment properties of approximately HK$6.096 million,
HK$10.623 million and HK$7.199 million, respectively, were
pledged as collateral to secure banking facilities granted to the

Group.
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Management Discussion and Analysis
EEERRETH

SEGMENT INFORMATION

During the year, the revenue of the Group was principally
generated from: (1) provision of general hospital services and
(2) pharmaceutical wholesale, distribution and pharmaceutical
retail chain businesses. Financial information in respect of these

operations is presented in Note 5.

CAPITAL STRUCTURE

As at 31 March 2016, the total issued share capital of the
Company was approximately HK$17.978 million (2015:
approximately HK$17.601 million) divided into 1,699,249,944
ordinary shares and 98,500,000 non-voting convertible preference
shares (2015: 1,661,589,944 ordinary shares and 98,500,000
non-voting convertible preference shares) of HK$0.01 (2015:
HK$0.01) each.

Rights issue

On 22 June 2015, the Company and the underwriter entered
into an underwriting agreement. The Company proposes to
raise not less than approximately HK$240 million but not more
than approximately HK$260 million, before expenses, by way of
the Rights Issue of not less than 334,633,988 rights shares but
not more than approximately 360,908,387 rights shares to the
qualifying shareholders at a subscription price of HK$0.72 per
rights share on the basis of one (1) rights share for every five (5)
shares held on the record date. On 8 July 2015, the Underwriter
and the Company mutually agreed to terminate the Underwriting
Agreement due to the view of significant change in market

conditions and the sentiment of the investors.
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Management Discussion and Analysis

EMPLOYEES AND REMUNERATION POLICY

As at 31 March 2016, the Group had 2,134 (2015: 1,936) full
time employees (including directors) as shown in the following
table:

EIEES RO

& 8 B 8l B 36
R-ZEB-R"F=ZR=+—H FKKEEEE2,134
Z(ZE—HF:1,936R)2HBEE (BFE
E) O FBERTXR:

Number of Staff

Location = BEIAE
Hong Kong BB 17
PRC (including cities of Chonggqing, Jiaxing, TR (BEEEm ZEMm KEH- 2,117

Zhuhai, Shanghai and the Fujian Province) EEREER)
For the year ended 31 March 2016, staff costs (including
directors emoluments) amounted to approximately HK$173.326
million (2015: approximately HK$119.076 million). The Group
remunerates its employees based on individual performance and
qualification. Apart from the basic remuneration, staff benefits
include the contribution to the Mandatory Provident Fund
Scheme, bonus and medical coverage in Hong Kong; and basic
insurance for the elderly, basic medical insurance, work injury
insurance and unemployment insurance to the employees in the
PRC. The Group also adopted employee share option schemes
to provide eligible employees a performance incentive for
continuous and improved services with the Group and to enhance
their contributions to increase profits by encouraging capital

accommodation and share ownership.
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Management Discussion and Analysis
EEERRETH

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 following is the key risk and uncertainty
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.

Market Risks

PRC government policy

In August 2014, Fujian Food and Drug Administration” ({824
EREREEBEER) announced a new Good Supply Practice
(“New GSP”) that only qualified companies are permitted to
conduct the business in the distribution to public hospitals and
public healthcare institutions after 2016, there is no assurance
that the PRC government will not continue to pursue policies in

the future to towards the industry.

Operational risks

Under the new GSP, although one of the subsidiaries, namely
(REEAREMMBIFEEBMRAE) Fujian Province Funzhou City
Huihao Pharmaceutical Co. Limited” is on the list, it is unable to
cater for all the market shares on distribution sale business which
are covered by those previous distributor customers due to the

constraint of the existing direct sale distribution facilities of the

group.
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Management Discussion and Analysis

Wanjia Group

On 12 May 2015, Hui Hao (HK) Group Limited (“Hui Hao (HK)"),
a wholly-owned subsidiary of the Wanjia Group, Fujian Province
Fuzhou City Huihao Pharmaceutical Co. Ltd.* (BB B @M H 2
BEBRAA)
Hui Hao (HK) and Fuzhou Ren An Medical Technology Limited* (&
MIZZBERFHRQT) ("Ren An”) entered into the Joint

Venture Agreement, pursuant to which Ren An agreed to make

("Fuzhou Huihao”), a wholly owned subsidiary of

a capital contribution of approximately RMB26 million to the
registered capital and the capital reserve of Fuzhou Huihao. As a
result, the equity interest of Hui Hao (HK) in Fuzhou Huihao was
diluted from 100% to 75% and Fuzhou Huihao held as to 75%
by Hui Hao (HK) and as to 25% by Ren An. Other than this, the
Wanjia Group did not have any material acquisitions and disposals

of subsidiaries, associates or joint ventures during the year.

On 14 May 2015, the Wanjia Group entered into the Placing
Agreement with the Placing Agent pursuant to which the Wanjia
Group has conditionally agreed to place, through the Placing
Agent, on a best efforts basis, the Convertible Notes with principal
amounts aggregating up to HK$84,292,000 to the Placees at the
initial Conversion Price of HK$0.65 per Conversion Share (“the
Placing”). Based on the initial Conversion Price of HK$0.65 per
Conversion Share, a total of 129,680,000 Conversion Shares
will be allotted and issued upon exercise of the conversion
rights attaching to the Convertible Notes in full. The Placing was
completed on 1 June 2015. Up to 31 March 2016, there was no

Convertible Notes converted into the Conversion Shares.

As at 31 March 2016, the total issued share capital of the
Wanjia Group was approximately HK$6.484 million representing
648,405,300 ordinary shares (2015: 648,405,300 ordinary shares).

¥ English translations of official Chinese names are for identification
purpose only
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Directors’ and Senior Management’s Profiles

EEREREEAEHE

EXECUTIVE DIRECTORS

Dr. Jiang Tao (“Dr. Jiang”), aged 60, holds a degree of doctor
of audiology from the Arizona School of Health Sciences of AT
Still University in the United States and two master’s degrees in
audiology and in special education from Lamar University of Texas
in the United States. He served as senior management in several
enterprises in the United States, Canada and the PRC with over
18 years of experience in senior management, consultancy and
investment in the PRC, Hong Kong, Canada and the United States.
Dr. Jiang has also established six enterprises in the PRC with
Canadian capital. He is currently the life time visiting Professor of
the Kunming Normal University, and formerly Assistant Professor
of Dalhousie University of Canada, Sichuan University, and Sun
Yatsen Medical University. Dr. Jiang was appointed as an executive
director and Deputy Chief Executive of the Company on 3 January
2007 and 26 March 2010 respectively. Dr. Jiang was appointed as
a Chief Executive Officer on 20 April 2015.

Mr. Zheng Gang (“Mr. Zheng”), aged 48, holds a master degree
in business administration from Cardiff Business School in the
United Kingdom and a bachelor degree in engineering from
Xiamen University in the PRC. Mr. Zheng has over 20 years of
management experience in finance, investment and trading. Mr.
Zheng was appointed as an executive director of the Company on
1 August 2007.

Dr. Huang Jiaqing (“Dr. Huang”), aged 65, has over 30 years
of professional experience in the PRC’'s medical fields, including
clinical, preventive and emergency medicine. Dr. Huang has
served as hospital doctor, director of hospital’s emergency centre,
head of the sanitation and anti-epidemic department in hospital,
head of the hospital and medical administration bureau in the
PRC municipal government. To honour Dr. Huang's distinguished
expertise in the medical fields, he enjoys special subsidisation from
the State Council of the PRC. Dr. Huang is currently the executive
vice president of the Group. Dr. Huang was appointed as an

executive director of the Company on 30 July 2009.
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Directors’ and Senior Management’s Profiles

Mr. Yung Ka Chun (“Mr. Yung”), aged 27, obtained his master
degree of science in business majoring in accounting from the
University of Maryland, College Park in the United States. Mr. KC
Yung has entered into a service contract with the Company dated
20 April 2015 for a term of 3 years commencing from the date
of the service contract. Mr. Yung was appointed as the executive
director and authorised representative of the Company with
effective from 20 April 2015.

NON-EXECUTIVE DIRECTORS

Dr. Wong Yu Man, James (“Dr. Wong"”), aged 63, holds two
bachelor degrees in medicine and surgery from the University of
Hong Kong. Dr. Wong also holds a doctorate degree in medicine
from Freiburg University in Germany. He has over 30 years of
experience in medical and healthcare services in Hong Kong.
Dr. Wong was appointed as the non-executive director of the
Company on 20 March 2007.

Mr. Tang Xun (“Mr. Tang”), age 35, holds a Bachelor’s degree
in Japanese from the Beijing International Studies University in
2004, and thereafter a Master’s degree in political economics from
Graduate School of Peking University as an on-job postgraduate
student in 2012.Mr. Tang Xun has over three years of experience
in private equity investment, and is currently an executive director
of Beijing Hosen Investment Management, LLP. Mr. Tang was
appointed as the non-executive director of the Company with
effective from 10 March 2015.
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Directors’ and Senior Management’s Profiles

EEREREEAEHE

INDEPENDENT NON-EXECUTIVE DIRECTORS

Ms. Wong Ka Wai, Jeanne (“Ms. Wong"), aged 52, has over 25
years of experience in finance, accounting, taxation and corporate
affairs. She is a member of the Institute of Chartered Accountants
in Australia, a Certified Public Accountant of the Hong Kong
Institute of Certified Public Accountants, a member of the Society
of Trust and Estate Practitioner and the Certified Tax Advisor in
Hong Kong. Ms. Wong holds a bachelor degree in economics
from the University of Sydney, Australia. Ms. Wong is currently the
managing director of a private company providing consulting and
management services, as well as the chief financial officer of a
local law firm and consultant of a local CPA firm. Ms. Wong is also
currently an independent non-executive director and a member
of the remuneration committee and the chairlady of the audit
committee of Hua Xia Healthcare Holdings Limited and Phoenitron
Holdings Limited which both companies listed on the GEM of the
Stock Exchange. Ms. Wong was appointed as an independent

non-executive director of the Company on 1 November 2007.

Prof. Hu Shanlian (“Prof. Hu"), aged 79, is a professor in
Health Economics and has a Master degree in Science from the
London School of Tropical Medicine and Hygiene. At present, he
is the director of Training Centre for Health Management and
Pharmacoeconomics Research and Evaluation Centre at School
of Public Health at Fudan University in the PRC. Prof. Hu is also
the director of Health Development Research Centre in the
Shanghai Bureau of Health. Prof. Hu also held senior positions in
the National Health Economic Institution and China Network of
Training and Research in Health Economics and Financing between
1991 and 2005, which were supported by the Ministry of Health
of the PRC and World Bank respectively. Prof. Hu was appointed
as an independent non-executive director of the Company on 30
July 2009.
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Directors’ and Senior Management’s Profiles

Prof. Lu Chuanzhen (“Prof. Lu”), aged 78, is a neurologist and
has over 50 years of medical professional experience. Prof. Lu
is currently the lifetime professor of Shanghai Huashan Hospital
in the PRC and a director in the World Health Organisation’s
Neuroscience Research and Training Centre. Prof. Lu was
formerly the chairman and director of the Institute of Neurology
in Shanghai Medical University, the chairman of the Chinese
Association of Neurology and chairman of the Shanghai
association of Neurology in the Chinese Medical Society. Prof. Lu
also has an international membership with New York Academy of
Sciences. Prof. Lu was appointed as an independent non-executive

director of the Company on 30 July 2009.

SENIOR MANAGEMENT

Mr. Lam Williamson (“Mr. Lam”), aged 41, joined the Group in
December 2007. Mr. Lam is the Group's chief financial officer and
company secretary of the Company. He has more than 20 years’
experience in finance and company secretarial functions. Mr. Lam
is a member of the Certified Practising Accountant in Australia
and also a fellow member of the Hong Kong Institute of Certified

Public Accountants.

EEREREEAEHE

BEEAB((2HE]) 785 AWLKRE
X BERSOFEASELR -BHEREANA
FELELSELEBRASEERERAFEEAS
BEBERREZNINESEPLERE - BHEDG
ELBBRNABWRHREMRMARRESE
PFEEBS O RENLKEBEIERLE
THEHEBEEF 2 BB ANew York
Academy of Sciences? BIBE & - BHIRN =
ZENFLA=TABZEARERARBILIEH
TES-

BREEAR

HRERE (THELD 4158 R-BBLF
tZAMAKRER - MEERFEEZHBR
ERFQAZAARE - RAMBROARE
B 77 E A 20 B o Ak TR Bt

MAEEEREBSTMASERSER

EEERBEEEAGR AT 2015/2016 F IR

23



24

Environmental, Social and Governance Report

RE-HEREBHRSE

This is the first environmental, social and governance report
prepared by the Group, which illustrates the Group’s performance
in the environmental, social and governance matters.

Environmental protection

General hospital services

The Group has adopted the green hospital development policy and
implemented low carbon strategies in all aspects of operations in
compliance with the requirements by the government.

Pharmaceutical wholesales, distribution and retail chain
business

The Group is committed to environmental protection and
energy conservation. In the course of investment, construction
and operation, the Group has consistently carried out the
operation objective of “Benefiting the society and the populace”
and focused on sustainable development. With speediness,
reliability, precision and safety as its objective, the Group
possesses advanced logistics equipment, warehousing facility
and modernised ERP system, and is equipped with electronic
tag, RF picking, tray storage and other modern equipment for its
operation. The Group also introduced advanced IT programme
management and technical support of modern information
network and strived to facilitate paperless office and old stuff
reuse.

Relationship with suppliers

While focusing on its self-development, the Group is also in
pursuit of mutual advancement with its business partners.
With the further implementation of new industrial policies, the
cooperation between each party of the pharmaceutical supply
chain is becoming increasingly closer. Interest-binding promotes
the formation of strategic cooperation and alliance. We firmly
believe that partners are the most reliable resources of the Group
and that the development of the Group cannot be separated from
that of its partners.

With career platform as its foundation and in the principle of
sincere cooperation and mutual benefits, the Group gained
the recognition and favour of suppliers with its quality
merchandise and good services. It aims at realizing common value
enhancement, common interests and a win-win situation of the
parties.

The Group established a long-term stable partnership with
large and medium pharmaceutical manufacturers and suppliers
in provinces and cities nationwide, with tens of thousands of
cooperative varieties.
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Patient care

The Group has adopted the policy of the Patient First and Care
with Heart to ensure the highest quality of medical services
protected with the strictest safety standards. This policy has
been built into the service procedures applying to all patients
from the first admission to the long term care. Each step during
the process has to ensure the patient receives care as medically
needed to maximize the greatest benefits as deemed appropriate.
The patient care services require our professionals and facilities
to adhere to all the requirements and standards to reflect the
value and spirits that we believe in. In addition, we shall utilize all
assessments to monitor the progress of the care and to evaluate
the outcomes that we have provided to the patient.

Customer service

The Group pays high attention to customer service quality and
standard. The Group always takes “Provide customers with
professional services, increase social wealth, facilitate common
development among corporation partners and us under equitable
relationship” as values to promote its business development. We
are customer-oriented, fully observe and study customer needs,
and constantly adjust products and business models to improve
service quality. The entities under the Group have established a
comprehensive customer management system. By increasing the
frequency of visits to customers and strengthening communication
with customers, feedback from customers can be obtained in a
timely fashion, thereby achieving higher standard of customer
services.

Compliance with laws and regulations

The Group fully complies with all laws and regulations and
regularly monitors and gathers information about changes in
laws, rules and regulations relevant to the Group's businesses to
ensure the Group's observance of those applicable laws, rules and
regulations, especially those which may have material impact on
the Group.

The Group has been actively promoting policies for the prevention
of legal risks, and the engagement of legal advisors and
deepening the building of a system for in-house legal workflow
is to consolidate its capability of compliance and corporate
governance. The Group complies with the relevant laws and
regulations such as the Pharmaceutical Administration Law of the
People’s Republic of China, and Quality Administration Practice for
Pharmaceutical Operation to operate its businesses.

Staff

It has always been the Group's firm belief that staff is the most
valuable resources and wealth of enterprise development. We
respect and protect the interest of every staff, develop a good
working environment for staff growth, adhere to our belief in
“People-oriented, provide an equitable and open environment
for talents to compete”, provide staff with a sound development
channel with ample training, care about staff’s livelihood and
support them to achieve their self-values. We strictly comply
with the laws and regulations of Labour Contract Law, advocate
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staff equality and diversity, implement market competitive
remuneration and benefit system, concern about staff's
occupational health and safety, and established a comprehensive
labour relationship management system. Under the objectives of
open communication, norm transparency and win-win mutual
benefits, we established a mutual-reliance relationship with
staff to jointly promote the enterprise’s continuous and health
development.

Policy on remuneration and benefit

As of 31 March 2016, the Company and its subsidiaries employed
a total of 2,134 employees. The Group has established a
comprehensive management system of remuneration, motivation
and performance appraisal. Salary is commensurate with
employees’ position value, competence and performance and with
reference to the prevailing market conditions. Staff performance
is assessed in an appropriate manner and the outcome of which
will be reflected in remuneration and promotion. The Group
holds the health and well-being of its employees in high regard
by providing them with benefits in kind such as provident fund,
medical insurance, social pension insurance, education allowances
and training programmes.

Development and training

The Group puts a strong emphasis on the recruitment and
nurturing of talents. During 2016, the Group stepped up the
recruitment of management personnel and professionals in the
logistics sector based on its development strategies and business
development requirements, in a bid to strengthen its management
and professional teams and optimise its staff mix. The Group also
places a strong emphasis on the training and appointment of
internal staff, whereby crucial employees who deliver outstanding
performance at work and show potential for development are
promoted to key positions of the Group.

The Group places a strong emphasis on staff training, and
encourages staff to enhance their abilities through continuous
training by the participation in various development and training
programmes to be provided by the Group on a yearly basis, so
as to build a high-calibre team of management personnel and
professionals compatible with the Group’s business development.

The Group has compiled a staff manual and distributed to its
staff. The staff manual sets out the development history, structure,
future planning and corporate culture of the Group as well as the
conduct, rights and benefits of the staff.

Safety and health

The Group is always committed to providing a safe, efficient
and comfortable workplace for its staff. Through rational
arrangements, training and guidelines as well as the provision
of physical check-ups and education on occupational health, the
Group strives to ensure good health of its staff and provide a
good working environment.
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CORPORATE GOVERNANCE PRACTICES

Hua Xia Healthcare Holdings Limited (the “Company”)
acknowledges the need and importance of corporate governance
as one of the key elements in creating shareholders’ value.
The Company is also committed to achieving high standard of
corporate governance that can properly protect and promote the
interests of all shareholders and to enhance corporate value and
accountability of the Company. The Company has adopted the
Corporate Governance Code (the “"CG Code”) (effective from 1
April 2012) as stated in Appendix 15 of the Rules Governing the
Listing of Securities on the Growth Enterprise Market ("GEM")
of the Stock Exchange of Hong Kong Limited (the “Stock
Exchange”).

Save as the deviation from the code provision A.2.1, separation
of roles of Chairman and Chief Executive Officer pursuant to code
provision A.2.1. Mr. Yung Kwok Leong resigned on 20 April 2015
as the Chairman and Chief Executive Officer, the Company has
met all the code provisions in the CG Code during the year ended
31 March 2016.

COMPLIANCE WITH THE MODEL CODE FOR
SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted a set of code for the required standard
of dealings in securities by directors of the Company on terms
no less exacting than the required standard of dealings set out in
Rules 5.48 to 5.67 of the GEM Listing Rules. Having made specific
enquiries of directors of the Company and the directors confirmed
that they have fully complied with the required standard with
respect to the securities dealings of the Company and there was
no event of non-compliance during the period from 1 April 2015
to 31 March 2016.

THE BOARD

The Board assumes overall responsibilities for leadership and
control of the Company and is collectively responsible for
promoting the success of the Company and its business by
directing and supervising the Company’s affairs. The Board
focuses on overall corporate strategies and policies with attention
particularly paid to the financial performance of the Company.

All directors have full and timely access to all relevant information
as well as the advice and services of the company secretary, with
a view to ensuring that Board procedures and all applicable laws
and regulations are followed. Each director is normally able to
seek independent professional advice in appropriate circumstances
at the Company’s expense, upon making request to the Board.
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There is a clear division of the responsibilities of the Board and the
management. The Board delegated its responsibilities to directors
and senior management to deal with day-to-day operations and
review those arrangements on a periodic basis.

Management has to report back to the Board and obtain prior
approval before making decisions for key matters or entering into
any commitments on behalf of the Company. The Board has a
balance of skill and experience appropriate for the requirements of
the business of the Company.

The Board has established three committees, namely, Audit
Committee, Nomination Committee and Remuneration
Committee, for overseeing particular aspects of the Company’s
affairs. All Board committees of the Company are established with
defined written terms of reference which are disclosed on the
Company’s website and the Stock Exchange Website.

Appropriate directors’ liability insurance cover has been arranged
to indemnify the directors of the Company for liabilities arising out
of corporate activities. The coverage and the sum insured under
the policy are to be reviewed regularly.

Board Composition and Attendance Records of
Directors

The Board currently composes of four executive directors, two
non-executive directors and three independent non-executive
directors. During the year, seven full board meetings were held and
attendance (either in person or through other electronic means
of communication) record of each director at the meetings of the
Board together with the meetings of the audit, remuneration and
nomination committee during the year ended 31 March 2016 and
annual general meeting held in 2015 are set out below.
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Attendance/Number of Meetings

HERY SEHE
Audit Remuneration Nomination 2015
Board Committee Committee Committee AGM/EGM
—Z-1%
BREAFEXE/
Name of directors EENS EEg ERERY FHZERS REZEE BRABHIKE
Executive directors BTEE
Dr. Jiang Tao BEEL 8/10 N/A T A N/A T A 1/1 212
Mr. Zheng Gang 5 10/10 N/A T A 212 N/A T A 212
Dr. Huang Jiaging BENEELE 6/10 N/A T3 A N/A T3 A N/A T3 A 212
Mr. Yung Ka Chun? FRELLE? 8/10 N/A 78 N/A 78 N/A RE A 212
Mr. Yung Kwok Leong’ FEZEE 0/0 N/A 748 N/A 748 0/0 0/0
Non-executive directors FBTES
Dr. Wong Yu Man, James IHRREBE 6/10 N/A T A N/A T3 A N/A T A 212
Mr. Tang Xun? btk 6/10 N/A T A N/A T A N/A T A 212
Independent non- BIUFARTEE
executive directors
Ms. Wong Ka Wai, Jeanne BEREut 8/10 4/4 212 1/1 212
Prof. Hu Shanlian HEBHR 8/10 4/4 22 11 22
Prof. Lu Chuanzhen BEEHR 8/10 4/4 212 11 212
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Notes:
1. Mr. Yung Kwok Leong resigned on 20 April 2015.
2. Mr. Yung Ka Chun was appointed on 20 April 2015.

3. Mr. Tang Xun was appointed on 10 March 2015.

“The list of the Directors and their Role and Function” has
been maintained at the websites of the Company and the Stock
Exchange. The directors’ biographies and the relationship among
the board members, if any, are disclosed under the “Directors’ and
Senior Management’s Profiles” on pages 20 to 23 of this annual
report.

Given the composition of the Board and the skills, knowledge
and expertise that each director brings to bear in its deliberations,
the Board believes that it is appropriately structured to provide
sufficient checks and balances to protect the interests of the
Group and the shareholders. The Board will review its composition
regularly to ensure that it has the appropriate balance of
expertise, skills and experience to continue to effectively oversee
the business of the Company.

Responsibilities of directors

The non-executive director and independent non-executive
directors, with diversified expertise, skills and experience, play
an important role on formulating strategy and ensuring that
the Board maintains high standards of corporate governance.
The Board had received from each independent non-executive
director a written annual confirmation of his/her independence
and satisfied that the independence of independent non-executive
directors up to the date of this report is in accordance with the
GEM Listing Rules.

On a regular basis, senior management provides the directors with
operational and financial reports of the Group’s performance,
position and prospect. All directors are kept informed of and duly
briefed of major changes and information that may affect the
Group's business in a timely manner.

Every Board member is entitled to have access to board papers
and related materials and has unrestricted access to the advice
and services of the company secretary, and has the liberty to seek
external professional advice if so required. The company secretary
continuously updates all directors on the latest development
of the GEM Listing Rules and other applicable regulatory
requirements to ensure compliance and upkeep of good corporate
governance practice.
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Training and Continuous Development for Directors
Each newly appointed director is provided with comprehensive
induction to ensure that he/she has a proper understanding
of the operations and businesses of the Group as well as his
responsibilities and obligations under the GEM Listing Rules and
relevant regulatory requirements. For directors to keep abreast
of responsibilities as a director of the Company and of the
conduct, business activities and development of the Company,
the Company had provided trainings for directors in the form
of seminar and reading materials. The Company has devised a
training record to assist the directors to record the training they
have undertaken. Also, the completed records are received from
each of the directors as confirmation.

The Company will, from time to time, review the effectiveness of
the Group's corporate governance structure and consider whether
any changes.

DIRECTORS

Appointment and Re-election of Directors

Code provision A.4.1 provides that non-executive director should
be appointed for a specific term and subject to re-election. The
Company’s non-executive director has been appointed for specific
term and subject to re-election.

In accordance with the Bye-laws of the Company, one-third of the
directors who have been longest in office since their last election
or re-election are also subject to retirement by rotation at the
annual general meeting. All retiring directors are eligible for re-
election.

Board Meetings

The Board regularly meets in person to discuss and formulate
overall strategic direction and objectives and also approve annual,
interim and quarterly results as well as other significant matters of
the Company. Execution of daily operational matters is delegated
to management.

The company secretary assists the Chairman in preparing notice
and agenda for the meetings, and ensures that the Company
complied with the corporate governance practices and other
compliance matters. Annual meeting schedules and draft agenda
of each meeting are normally made available to directors in
advance. At least 14 days' notice of all regular board meetings
were given to all directors, who were all given an opportunity to
include matters in the agenda for regular discussion. Board papers
together with all appropriate, complete and reliable information
are sent to all directors at least 3 days before each regular board
meeting or committee meeting (or such other period as agreed) to
keep directors apprised of the latest developments and financial
position of the Company and to enable them to make informed
decisions.

HUA XIA HEALTHCARE HOLDINGS LIMITED ANNUAL REPORT 2015/2016

EERIRIBERER
RARAEBENEZACESRHEZE ARG
N UEREEAEBcEEREBLURER
BHAXRETRAREEEEREETER
FEEER BRESYREABERELT
EECERURARAZEF XBEBRE
B-ADBUMTERHMEM B 2HEARES
REEZIN - A DR REZINCTE UBBE
ENBRRECEZ 2B -AQARATKERE
ERECETHRBIARSOEZ 28I

ARBEFAERAREE 2 EEERRBZK
B UAERREALEEHEMER-

EE

ZEERERER

SRR EA A MRBRE  FRTESEREBTE
FHERE LEABREFT-ADTAZFAT
ESUREECHERE LABREF-

BEAQXA XA BE-REREHER
UREHERZ=2Z—ZESTRAERRE
FAELHESR -MERTESHHIER
BEEE-

EFETen

EXTEEHARRSER TMREELALT
EEXBROIHRES UEMRFE -HHEZE
EXENMHMEREE HEEESHKAXRH
EEABHIT

NEAMEBDEIFERRERBERERE LR
RAEDBDBIEXRERFARAMEREE -
BFEAERBAREZAGZERZRIB —K
EHARHTES AEHETZESES
BZBEYHEREFRPRURRTHBES:
MABESYAREMANRIEZE -ESE
NHERMBGE TERIAZEZEHNERE
EH (St EBEEMBE) RIT2ESS
ERNEEEERETARI=AFTETHA
ES UBHNESABAQAZRIOBRRERY
B BWEEHANBRE -



Environmental, Social and Governance Report

All directors have access to the advice and services of the company
secretary with a view to ensuring that the Board procedures and
all applicable rules and regulations are followed.

Minutes of the Board/committee meetings are recorded in
significant detail for any decision and recommendation made
during the meetings. Draft and final versions of minutes are
circulated to directors or committee members within a reasonable
time after the meetings are held and taken as the true records
of the proceedings of such meetings. All minutes are kept by the
company secretary and are open for inspection at any reasonable
time on reasonable notice by any director.

All directors are entitled to have access to board papers and
related materials unless there are legal or regulatory restrictions on
disclosure due to regulatory requirements.

If a substantial shareholder or a director has a conflict of interest
in a matter to be considered by the Board which the Board has
determined to be material, the matter will be dealt with by way
of a Board/committee meeting and the interested shareholder or
director shall not vote nor shall he/she be counted in the quorum
present at the relevant meeting. Independent non-executive
director who, and whose associates, have no material interest in
the transaction, should be present at such a board meeting.

THE BOARD COMMITTEES

Audit Committee

The Company established the Audit Committee on 2 November
2001, with written terms of reference compliance with rules
5.28 and 5.29 of the GEM Listing Rules and is disclosed on the
Company’s website. The Audit Committee of the Company is
comprised of three independent non-executive directors, namely,
Prof. Hu Shanlian, Prof. Lu Chuanzhen and Ms. Wong Ka Wai,
Jeanne. Ms. Wong Ka Wai, Jeanne is the chairlady of the Audit
Committee.

During the year ended 31 March 2016, four meetings were held.
The main duties of the Audit Committee during the year include:

(@) Reviewing the Group’s audited annual and unaudited interim
and quarterly results and reports and consider any significant
or unusual items before submission to the Board.
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(b) Reviewing the relationship with the external auditors by
reference to the work performed by the auditors, their fees
and terms of engagement, and make recommendation to
the Board on the appointment, re-appointment and removal
of external auditors.

(c) Reviewing the adequacy and effectiveness of the Company’s
financial reporting system, internal control system and risk

management system and associated procedures.

(d) Advising on material event or drawing the attention of the

management on related risks.

The external auditors were invited to attend the said meetings to
discuss with the Audit Committee on issues arising from the audit
and financial reporting matters. Besides, there is no disagreement
between the Board and the Audit Committee regarding the

reappointment of external auditors.

Nomination and Corporate Governance Committee

On 11 February 2014, the Board resolved to establish a
Nomination and Corporate Governance Committee in place
and stead of the previously Nomination Committee, which was
established on 27 March 2012 in compliance with the code
provision. Written terms of reference were disclosed on the
Company’s website. The Nomination Committee is comprised of
three independent non-executive directors, namely, Ms. Wong Ka
Wai, Jeanne, Prof. Hu Shanlian and Prof. Lu Chuanzhen and the
Chief Executive Officer Dr. Jiang Tao of the Board. On 20 April
2015, Dr. Jiang Tao is the chairman of the Nomination Committee

and Corporate Governance Committee.

The main responsibilities of the Nomination Committee are to
review the structure, size and composition, including the skills,
knowledge and experience of the Board at least annually and
make recommendations on any proposed changes to the Board
to complement the Company’s corporate strategy, and identify
individuals suitable qualified to become directors and select, or

make recommendations to the Board for directorships.

The Nomination Committee held one meeting during the year
2016.
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Remuneration Committee

The Company established the Remuneration Committee on 3
June 2005 with written terms of reference as disclosed on the
Company’s website. The Remuneration Committee has four
members comprising an executive director of the Company, Mr.
Zheng Gang and three independent non-executive directors,
namely, Prof. Hu Shanlian, Prof. Lu Chuanzhen and Ms. Wong
Ka Wai, Jeanne. Ms. Wong Ka Wai, Jeanne is the chairlady of the
Remuneration Committee.

The role and function of the Remuneration Committee include
the determination of specific remuneration package of all
executive directors, including benefits in kind, pension rights and
compensation payments, including any compensation payable for
loss or termination of their office or appointment, and making
recommendations to the Board of the remuneration of non-
executive directors. The Remuneration Committee considers
factors such as salaries paid by comparable companies, time
commitment and responsibilities of the directors, employment
conditions elsewhere in the Group and desirability of
performance-based remuneration.

During the year ended 31 March 2016, two meetings were held.
Both meetings were held to consider and approve the increase of
emoluments of an executive director.

DIRECTORS’ AND AUDITORS’ RESPONSIBILITIES
FOR THE FINANCIAL STATEMENTS

The directors acknowledge their responsibility for preparing the
financial statements of the Company for the year ended 31 March
2016.

The Board is responsible for presenting a balanced, clear and
understandable assessment of annual, interim and quarterly
reports, price-sensitive announcements and other disclosures
required under the GEM Listing Rules and other statutory and
regulatory requirements. The directors are responsible for the
preparation of the consolidated financial statements of the Group
for the relevant accounting periods under applicable statutory
and regulatory requirements which give a true and fair view of
the state of affairs, the results of operations and cash flows of
the Group. In preparing the annual, interim and quarterly results
of the Company for the year ended 31 March 2016, the Directors
have adopted suitable accounting policies and applied them
consistently.
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RE-HEREBHRSE

The responsibility of the auditors with respect to these
consolidated financial statements is set out in the Independent
Auditor’s Report on pages 57 to 59 of this annual report.

COMPANY SECRETARY
During the year, the company secretary of the Company has
undertaken no less than 15 hours of professional training to

update his skills and knowledge.

INTERNAL CONTROL

Internal Control and Risk Management Systems

The Group's internal control and risk management systems are
designed to provide reasonable, but not absolute, assurance
against material misstatement or loss and manage rather than
eliminate risks of failure in operational systems. In 2015, the
Board, through the Audit Committee, has reviewed and is satisfied
with the effectiveness and adequacy of the internal control and

risk management systems of the Group.

The Board will review the adequacy of resources, staff
qualifications and experience training programmes and budget
of the Company’s accounting and financial reporting function

annually.

AUDITORS’ REMUNERATION
During the year ended 31 March 2016, the fees paid or payable to
the auditors in respect of audit and non-audit services provided by

the auditors of the Group were as follows:

REMHZEREUBREREECEEIER
RERFSTESOR 2BV ZBENRER
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ABERRRBEEERHK
FEEzARERREAREERASETSE D
(BXFBEHM)RBLEERNRERMNIE
Ko WER (BAFTR2HR) AEELEERS
RRNER - R-Z-1F BBEKEES.
EXECEHAGEAARE 2 AMEER AR
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ESEHEFRVERESRE AQAER
R BERBIMFAE T 2 EFE K &5 UK EZ
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£ B Bl B &
RBE-Z-—AF=A=+-ALEE BF
EERMARE BRI ERRBO AR
NFRBEMZEAMT :

Amount (HK$'000)

Nature of services RFEHEE W (T#&ERT)
Audit services EZIRE 1,636
Non-audit services FEZRTE 336

The non-audit services fee was related to the Group’s right issue

placing review.
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INVESTOR RELATIONS
During the year ended 31 March 2016, the Company has not

made any changes to its Articles of Association. An up to date
version of the Company's Article of Association is also available on
the Company’s website and the Stock Exchange’s website.

COMMUNICATION WITH SHAREHOLDERS AND
INVESTORS

The Board believes that a transparent and timely disclosure
of the Group’s information will enable shareholders and
investors to make the best investment decision and to have
better understanding of the Group’s business performance
and strategies. It is also vital for developing and maintaining
continuing investor relations with the Company’s potential and
existing investors.

The Company maintains a website at www.huaxia-healthcare.com
as a communication platform with shareholders and investors,
where information and updates on the Group's financial
information and other information are available for public access.

SHAREHOLDERS' RIGHTS

Shareholders are provided with contact details of the Company,
such as telephone number, fax number, email address and postal
address, in order to enable them to make any query that they
may have with respect to the Company. They can also send
their enquiries to the Board through these means. In addition,
shareholders can contact the share registrar of the Company, if
they have any enquires about their shareholdings.

All resolutions put forward at shareholder meetings will be voted
on by poll pursuant to the GEM Listing Rules and poll results
will be posted on the websites of the Stock Exchange and the
Company after each shareholder meeting.

Pursuant to the Bye-Laws of the Company, the Board may
whenever it thinks fit call special general meetings, and the
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 to the Board
or the company secretary, 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 months after the deposit of such requisition.

CONSTITUTIONAL DOCUMENTS

There was no change in the Company’s constitutional documents
for the year.
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Report of the Directors
EEEHRE

The directors have pleasure to present their annual report and the
audited consolidated financial statements of the Group for the
year ended 31 March 2016.

DATE OF INCORPORATION
The Company was incorporated and registered as an exempted
company with limited liability in the Cayman Islands on 28 May

2001 under the Companies Law (Revised) of the Cayman Islands.

The shares of the Company were listed on the GEM of the Stock
Exchange on 10 May 2002.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company while its
subsidiaries are principally engaged in the provision of general
hospital services, pharmaceutical wholesale, distribution and
pharmaceutical retail chain businesses in the PRC. Details of the
principal activities of its subsidiaries are set out in Note 42 to the

consolidated financial statements.

RESULTS AND DIVIDENDS
The results of the Group for the year ended 31 March 2016 and
the state of the Group's affairs as at 31 March 2016 are set out in

the consolidated financial statements on pages 60 to 63.

The Board does not recommend a final dividend for the year
ended 31 March 2016.

SHARE CAPITAL

Details of the movements in share capital of the Company during
the year are set out in Note 17 to the consolidated financial

statements.
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SHARE OPTIONS

On 16 April 2015, the Company granted a total of 100,000,000
share options to directors and employees of the Group at the
subscription of HK$0.68 per share respectively with a 3 year
exercise period each commencing 18 April 2015, 18 April 2016
and 18 April 2017 respectively.

RESERVES

Details of the movements in the reserves of the Company and the
Group during the year are set out in Note 18 to the consolidated
financial statements and in the consolidated statement of changes

in equity respectively.

The Company did not have any distributable reserves as at 31
March 2016 (2015: approximately HK$Nil million). Under the
Companies Law (Revised) Chapter 22 of the Cayman Islands,
the share premium of the Company is available for paying
distributions or dividends to shareholders subject to the provisions
of its Memorandum and Articles of Association and provided
that immediately following the distribution or dividend the
Company is able to pay its debts as they fall due in the ordinary
course of business. In accordance with the Company’s Articles
of Association, dividends shall be distributed out of the retained
profits or other reserves, including the share premium account, of

the Company.

INVESTMENT PROPERTIES

The Group did not further invest in investment property during
the year. Details of the movements in investment property of the
Group during the year are set out in note 8 to the consolidated

financial statements.

PROPERTY, PLANT AND EQUIPMENT
Details of the movements in property, plant and equipment of the
Group during the year are set out in Note 6 to the consolidated

financial statements.

Report of the Directors

EEEHE

BB g
RZE-—RFWA+ B NATLUER0.68
BrTzRBERAESEESRESREGH
100,000,000 BB IR #E - T HEHA D A AB =F
—EFNA+NB - ZE-R"ENA+NARK
—E-tHFMNA+NARTAH=F-

& i
AR ARAEEE X2 HHESDHED HER
GAMBERNESREAEEBDRA -

R-ZB-RE=ZR=+—H RATALEEM
ARSIRERE (ZS—HF &) RIEHESE
ERREE2L2E (RBF]) RARAFRZABKE
BRARASERZMAKRRT  MBED IR
REBANTBENEEANBEERBRESD
Bz ER BARARZRMBET USRS
UREFXIRMGFRR - BRIERXARZEBME
BHAA BREABRALRREBEHNREMEE
(BRERMOB