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CHARACTERISTICS OF GEM (“GEM"”) OF THE
STOCK EXCHANGE OF HONG KONG LIMITED
(THE “STOCK EXCHANGE")

GEM has been positioned as a market designed to accommodate
small and mid-sized 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.

Given that the companies listed on GEM are generally small and
mid-sized companies, 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 liquid 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 GEM (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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MANAGEMENT’'S STATEMENT
w PR

On behalf of the board (the “Board”) of directors (the
“Directors”) 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 2018.

FINANCIAL REVIEW
2017/2018 was a critical year and full of challenges for the Group.

During the year, the Group continued to focus provision of general
hospital services in the People’s Republic of China (the “PRC").
The Group's revenue for the year was approximately HK$330.455
million (2017: approximately HK$269.515 million), representing
approximately an increase of 22.61% as compared with 2017.
The operating loss from continuing operation was approximately
HK$88.616 million (2017: approximately HK$26.670 million). Net
loss attributable to owners of the Company was approximately
HK$102.735 million (2017: net profit of approximately HK$10.208
million). The decrease was mainly due to an impairment loss on
goodwill for the year ended 31 March 2018.

OPERATION REVIEW

General hospital services

The Group operates four general hospitals in Chongging, Jiaxing,
Zhuhai and Beijing, respectively in the PRC and continues to
allocate resources to look for business opportunities to expand
the hospital services. The segmental revenue for the year
was approximately HK$330.455 million (2017: approximately
HK$269.515 million), representing an increase of approximately
22.61% as compared with 2017.
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APPRECIATION

On behalf of the Board, | would like to thank our customers,

suppliers, business partners for their support. Also, | would like to
offer my highest gratitude to our shareholders for their devotion
and to our employees for their loyalty and contributions made

during the year.

Jiang Tao
Chief Executive Officer

Hong Kong, 25 June 2018
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MANAGEMENT DISCUSSION AND ANALYSIS

W B W B o Hr

FINANCIAL HIGHLIGHTS

Summary of the results of the Group for the financial year ended
31 March 2018 is as follows:

° Revenue was approximately HK$330.455 million (2017:
approximately HK$269.515 million), representing an increase
of approximately 22.61% as compared with last year. The
increase in revenue was mainly attributable to the inclusion
of the revenue derived from Beijing hospital through
acquisition of Glowing Smart Investment Limited since 30
September 2016.

o Gross profit was approximately HK$155.455 million (2017:
approximately HK$129.362 million), representing an increase

of approximately 20.17% as compared with last year.

o The operating loss from the continuing operation was
approximately HK$88.616 million (2017: approximately
HK$26.670 million). Net loss attributable to owners of the
Company was approximately HK$102.735 million (2017: net
profit of approximately HK$10.208 million). The decrease
was mainly due to an impairment loss on goodwill for the
year ended 31 March 2018.

o The Directors do not recommend the payment of a final
dividend for the year ended 31 March 2018 (2017: Nil).
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BUSINESS REVIEW

The Group is principally engaged in the provision of general

hospital services in the PRC.

Revenue

The Group recorded revenue of approximately HK$330.455 million
(2017: approximately HK$269.515 million) for the year ended 31
March 2018, an increase of approximately 22.61% as compared
with last year. The increase in revenue was mainly attributable
to the inclusion of the revenue derived from Beijing hospital
through acquisition of Glowing Smart Investment Limited since 30
September 2016.

General hospital services

During the year ended 31 March 2018, the Group operated four
general hospitals in Chongqing, Jiaxing, Zhuhai, and Beijing
respectively in the PRC, 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.

MANAGEMENT DISCUSSION AND ANALYSIS
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MANAGEMENT DISCUSSION AND ANAI.X__SIS-
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Other revenue

Other revenue, primarily including bank interest income, and
sundry income amounted to approximately HK$0.992 million
(2017: approximately HK$1.006 million) for the year ended 31
March 2018.

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 2018,
to approximately HK$66.431 million (2017: approximately
HK$49.956 million),

32.98% as compared with last year. The increase in selling and

selling and distribution expenses amounted

representing an increase of approximately

distribution expenses was due to the increase of promotional
expenses and rental expenses during the year. The increase of
promotional expenses was mainly due to the change in the
advertising environment, where the Group had to conduct a series
of online advertising campaign to promote the brand to potential

patients.

Administrative expenses
Administrative expenses for the year ended 31 March 2018
million (2017:

representing an increase of

amounted to approximately HK$79.091
approximately HK$74.329 million),
approximately 6.41% as compared with last year. It was due to

the increase of staff costs.

Finance costs
For the year ended 31 March 2018, the finance costs of the
Group were approximately HK$2.231 million (2017: approximately

HK$3.115 million), which maintained at a similar level as 2017.
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Loss from continuing operations attributable to
owners of the Company

The Group recorded a net loss from the continuing operation
before taxation was approximately HK$90.847 million (2017:
approximately HK$29.785 million), representing an increase
as compared with last year. The increase in loss was mainly
attributable to impairment loss on goodwill of approximately
HK$94.779 million recognised for the year ended 31 March 2018.

In April 2018, the management of the Company reviewed the
management accounts for the eleven months ended 28 February
2018 and was of the view that the performance of Zhuhai
Jiulong Hospital Company Limited (the “Jiulong Hospital”),
Jiaxing City Shuguang Western and Chinese Composite Hospital
Company Limited (the “Shuguang Hospital”) and Beijing Tongji
Hospital Co., Limited (the “Beijing Tongji”) could not meet the
respective projections. The management of the Company took a
conservative view and considered that an impairment should be
made to goodwill. As a result, an impairment loss on goodwill
of approximately HK$0.139 million, HK$0.097 million and
HK$94.543 million were recognised for the Jiulong Hospital, the
Shuguang Hospital and the Beijing Tongji respectively.

The acquisitions of the Jiulong Hospital, the Shuguang Hospital
and the Beijing Tongji were completed in September 2014,
October 2007 and September 2016 respectively. For more details
of the acquisition of the Jiulong Hospital, please refer to the
announcements of the Company dated 1 September 2014 and
24 September 2014. For more details of the acquisition of the
Shuguang Hospital, please refer to the announcements of the
Company dated 17 August 2007 and 8 October 2007, and the
circular of the Company dated 7 September 2007. For more
details of the acquisition of the Beijing Tongji, please refer to the
announcements of the Company dated 14 September 2016 and
30 September 2016.
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MANAGEMENT DISCUSSION AND ANALYSIS = =
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Dividends
The Directors do not recommend the payment of a dividend for
the year ended 31 March 2018 (2017: Nil).

OUTLOOK AND FUTURE PROSPECTS

The latest assessment of the China’s healthcare quality and
accessibility shows that the country has advanced significantly
thanks to the continuous efforts and investment. At the same
time, the hospital performances have also improved in line with
the deepened reform of the healthcare system. More important
policies have been released from the central government in
support of the private investment in the diversified healthcare
services. Specific medical services have been outlined to guide the
further investment and development of social capitals, including
individualised chronical disease management, general medicine
and more. More importantly, we have seen that procedures and
restrictions for the healthcare investment have been further eased
off to lower down the entry barriers to developing innovative
medical care and services in China which have been long
considered the exclusion for the private enterprises. As 2020 is
approaching, the needs to fulfill the promises of the accessible
quality healthcare to the citizens of the country dictate the rapid
and concrete actions by the both government and the industry,
thus creating more opportunities for the Company. However, given
the lower down of the entry barriers to the medical industry in
China, the Group may face keen competition and threat when
attracting potential patients and retaining recurring patients,
which may have an impact on the Group’s market share in the

industry.

The management is confident in the prospects of the increasing
needs and marketing demands for quality and focused medical
services. Those will continue to fuel the growing trends to improve
the quality and bring more advanced technologies and procedures
to the market. While we continue to improve the service standard
in the existing hospitals and provide medical services that are
required by local communities, we intend to work closely with
the leading healthcare providers and educational institutions in
the world to ensure we are adequately equipped to take the

advantage of the promising market opportunities in China.
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The management believes that it is important to keep an open
mind for the exploration of newly developed medical technologies
and procedures to address the diversified local needs from the
communities where our hospitals are. Again, chronical disease
treatment and management have become a priority because
of the size of the market and the stressed focus by the central
government. The management has already planned to get
involved in this area and the preliminary results have confirmed
the value and potentials of further development. The management
is optimistic about the upcoming year in terms of the fast growth
and efficient integration of our resources to accomplish the

expected goals.

LIQUIDITY AND FINANCIAL RESOURCES

The Group had total cash and cash equivalents of approximately
HK$132.283 million as at 31 March 2018 (2017: approximately
HK$81.963 million).

The Group recorded total current assets of approximately
HK$190.545 million as at 31 March 2018 (2017: approximately
HK$132.325 million) and total current liabilities of approximately
HK$61.293 million as at 31 March 2018 (2017: approximately
HK$61.234 million). The current ratio of the Group, calculated
by dividing the current assets by the current liabilities, was
approximately 3.109 as at 31 March 2018 (2017: approximately
2.161).

As at 31 March 2018, the Group’s gearing ratio was not
applicable based on outstanding debts (comprising bank
borrowings, convertible note and promissory note) less cash
and cash equivalents over total equity (including all capital and
reserves of the Group) (2017: N/A).

MANAGEMENT DISCUSSION AND ANALYSIS
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MANAGEMENT DISCUSSION AND ANALYSIS

W B W B o Hr

CAPITAL COMMITMENTS
As at 31 March 2018 and 2017, the Group had no material capital

commitment.

For more details of the capital commitment of the Group during
the year ended 31 March 2018, please refer to the paragraph
headed “Material acquisitions and disposals of subsidiaries and

affiliated companies” below.

CONTINGENT LIABILITIES

As at 31 March 2018 and 2017, 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.
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CHARGES ON GROUP’S ASSETS
As at 31 March 2018, the Group had bank borrowings of

approximately HK$10.000 million which were secured by certain

prepaid lease payment with carrying amount of approximately
HK$23.494 million. As at 31 March 2017, the Group had bank
borrowings of approximately HK$13.081 million which were
secured by certain prepaid lease payment with carrying amount of

approximately HK$22.152 million.

SEGMENT INFORMATION
During the year, the revenue of the Group was principally
generated from provision of general hospital services. Financial

information in respect of these operations is presented in Note 6.

CAPITAL STRUCTURE

As at 31 March 2018, the total issued share capital of the
Company was approximately HK$29.168 million (2017:
approximately HK$24.568 million) divided into 2,818,249,944
ordinary shares and 98,500,000 non-voting convertible preference
shares (2017: 2,358,249,944 ordinary shares and 98,500,000
non-voting convertible preference shares) of HK$0.01 (2017:
HK$0.01) each.

MANAGEMENT DISCUSSION AND ANALYSIS
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EMPLOYEES AND REMUNERATION POLICY
As at 31 March 2018, the Group had 1,038 (2017: 870) full time

employees (including directors) as shown in the following table:

& 8B B & 8l B 3%

RZZE-NF=ZR=+—H £&KEE]EE1,038

Z(ZZE—tH:870R)2HEE (BEE
) HEBERNTR:

Number of Staff

Location = BIAHE
Hong Kong b 16
PRC (including cities of Chonggqing, Jiaxing, TR (BiEEEm ZEMm KB 1,022

Zhuhai, Shanghai and Beijing)

For the year ended 31 March 2018, staff costs (including directors
emoluments) amounted to approximately HK$92.288 million
(2017: approximately HK$80.119 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. As at 31 March 2018, there were 65,090,000 (2017:
65,090,000) outstanding share options granted under the share

option schemes.
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MATERIAL ACQUISITIONS AND DISPOSALS OF
SUBSIDIARIES AND AFFILIATED COMPANIES

Acquisition of Future Health

On 27 April 2017, Sino Business Investment Development Limited
(“Sino Business”) as purchaser, a wholly-owned subsidiary of the
Company entered into the sale and purchase and Vanhal Property
Investment Limited (“Vanhal”) as vendor, a company wholly-
owned by Mr. Yung Kwok Leong (father of Mr. Yung Ka Chun, an
executive Director), entered into the sale and purchase agreement
(the "sale and Purchase Agreement”), pursuant to which Sino
Business agreed to acquire and Vanhal agreed to sell in relation
to the acquisition of the entire issued share capital of Future
Health Investments (Scotland) Ltd. (“Future Health”) and the
shareholder’s loan at the consideration of HK$2,091,500.

On 4 November 2016, the University Court of the University
of Edinburgh (the “University”), Future Health and Mr. Yung
Kwok Leong entered into the funding agreement (the “Funding
Agreement”), pursuant to which Future Health agreed to
provide funding up to GBP1,178,000 (equivalent to approximately
HK$11,780,000) to the University for the establishment and
operation of the University of Edinburgh-Hua Xia Healthcare
Institute for Medical Research, Education and Management (the

"Institute”).

Pursuant to the Sale and Purchase Agreement, Sino Business
had unconditionally and irrevocably undertaken to Vanhal that
upon completion of the Sale and Purchase Agreement, it shall
provide sufficient funds to Future Health to satisfy its funding
commitment), in accordance with the Funding Agreement.
As at the date of this report, Future Health had contributed
GBP406,000 (equivalent to approximately HK$4,060,000)
(the "Contributions”) to the University for the establishment
of the Institute, and the remaining GBP772,000 (equivalent
to approximately HK$7,720,000) (the “Outstanding Fund
Commitment”) had been waived pursuant to the Termination

Agreement (as defined below).

For more details, please refer to the announcement of the
Company dated 27 April 2017.

EXRBRHEMBATRRER L
i)

Iy B8 Future Health
R-ZE-—tFNB=+tH KXARZ2EMN
B 2 E]Sino Business Investment Development
Limited ([ Sino Business | - fEA B 77 ) EEE 17
wEEEERLR (B -FRAES  —HH
HITESSESEECARBEREERZER
BerE)AvEEm S ((RRBE]) Bt
Sino Business[a] & I & M & 4[5 & B & Future
Health Investments (Scotland) Ltd. ([ Future
Health |) 2 2FEBRTRAURKRRER K
fB%2,091,500/8 7T ©

R-ZE—RE+—AONB - BETEREEMD
ZEE ([KE8]) sFuture HeathR §BI = %%
ERTVmMERE ((MEmME]) 151 Future
HealthE B B m K212 # & 21,178,000 £
(HHZER#11,780,00058 7T) 2 A& AR L R E
ERTEAB-EEBEMEM UETEH
ME - BERESE ([RREAM]) -

RIEE F 5% > Sino Businesst E R4 3 7 AT
Bl B AHE REBEHRTHE HER
EREHE B Future HealthiE M E S U X
HE S EIE - NAIRE BH - Future HealthE @
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Formation of joint venture using Future Health

On 8 March 2018, Sino Business, the University and Future Health
entered into the joint venture agreement (the “JV Agreement”),
pursuant to which Sino Business and the University have agreed
to jointly establish a joint venture using Future Health. On
completion of the JV Agreement, Future Health was owned as to

51% by Sino Business and as to 49% by the University.

Pursuant to the JV Agreement, Future Health and the University
have agreed to terminate the Funding Agreement in accordance
with the termination agreement dated 6 March 2018 and entered
into among the University, Future Health and Mr. Yung Kwok
Leong (the “Termination Agreement”), under which (i) the
University was obliged to refund GBP175,000 (equivalent to
approximately HK$1,750,000) (the “Remaining Balance”) to
Future Health and the said amount was received on 9 March
2018; (ii) Future Health was not required to pay the Outstanding
Fund Commitment; and (iii) Sino Business would waive all Future

Health's repayment liabilities in respect of the Contributions.

The Remaining Balance shall be used by Future Health as working

capital for the business of Future Health and its subsidiaries.

As Sino Business was able to control the majority of the board of
directors of Future Health, Future Health became an indirect non
wholly-owned subsidiary of the Company and Future Health's
results would continue to be consolidated into the financial

statements of the Company.

For more details, please refer to the announcement of the
Company dated 9 March 2018. Subsequently, Future Health
changed its name to Edinburgh International Investments Ltd. on
3rd April 2018.

Save as disclosed, the Group did not have any material
acquisitions and disposals of subsidiaries, associates or joint

ventures during the year.
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PLACING OF NEW SHARES AND USE OF

PROCEEDS

On 1 March 2018, the Company as issuer and Kingston Securities
Limited as placing agent entered into the placing agreement
pursuant to which the Company has conditionally agreed to
place through the placing agent of up to 460,000,000 placing
shares at a price of HK$0.1 per placing share. Completion of the
placing took place on 20 March 2018, and 460,000,000 placing
shares were allotted and issued to not less than six placees at the
placing price of HK$0.1 per placing share pursuant to the terms
and conditions of the placing agreement. For more details of the
placing, please refer to the announcements of the Company dated
1 March 2018, 5 March 2018 and 20 March 2018 respectively.

The net proceeds from the placing were approximately HK$44.5
million, which is intended to apply as to (1) approximately HK$22
million for the repayment of the promissory notes of the Group;
and (2) approximately HK$22.5 million for the general working
capital of the Group.

The net proceeds of approximately HK$15 million from the placing
has been utilised, where (1) approximately HK$12 million was
for the repayment of the promissory notes of the Group; and (2)
approximately HK$3 million was for the general working capital of

the Group.

MANAGEMENT DISCUSSION AND ANALYSIS
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SIGNIFICANT EVENTS AFTER THE REPORTING
PERIOD

Details of significant event occurring after the reporting period is
set out in Note 50 to the consolidated financial statement. Save as
disclosed, no significant event took place subsequent to the end

of the reporting period.

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

As the country has recently restructured its central ministries and
agencies responsible for the healthcare, the functions of different
departments are being reassigned, thus potentially slowing down
the procedures and work in relation to the hospital operations and
management engaged by the company. The changes will also have
some potential impact on the further establishment of policies and
regulations at various levels of the local governments. We view
those are potential risks for the execution of our marketing plans

and implementation of the cooperation.

Operational Risks

It is noted that the regional governance of the hospitals varies
from city to city due to the different focuses on local medical
services and social welfare. This will certainly have some impact on
our operations because we manage our hospitals in different cities
in the country. This has been and will be a huge challenge to the
management for the standardization and consistency of hospital
operations. The efforts should be made to cover the fundamental
requirements in compliance with the regional policy as well as the
core guidelines issued by the central government to ensure the

smooth and effective operation.
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EXECUTIVE DIRECTORS

Dr. Jiang Tao (“Dr. Jiang”), aged 62, 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
20 years of experience in senior management, consultancy and
investment in the PRC, Hong Kong, Canada and the United States.
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 the chief
executive officer of the Company on 20 April 2015.

Mr. Zheng Gang (“Mr. Zheng”), aged 50, 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 is an independent non-executive director of Smart-Core
Holdings Limited (stock code: 2166) since March 2016; a non-
executive director of New Provenance Everlasting Holdings Limited
(stock code: 2326) since May 2018, all being companies listed on
the Main Board of the Stock Exchange. Mr. Zheng was appointed

as an executive Director on 1 August 2007.

Dr. Huang Jiaqing ("Dr. Huang”), aged 67, 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 on 30 July 2009.
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Mr. Yung Ka Chun (“Mr. Yung”), aged 29, obtained his master
degree of science in business majoring in accounting from
the University of Maryland, College Park in the United States.
Mr. 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 an
executive Director and authorised representative of the Company
with effective from 20 April 2015.

Mr. Lin Jinzong (“Mr. Lin"), aged 42, obtained his bachelor
degree in management engineering from the Military School of
Economics of the People’s Liberation Army* (REIARBEHE

EREET)

administration from the Guanghua School of Management, Peking

, the PRC; and his executive master of business

University, the PRC. Mr. Lin has over 10 years of experience in
the management and operations of private hospitals, and actively
promotes medical hi-tech development in the PRC. Mr. Lin was

appointed as an executive Director on 11 November 2016.

NON-EXECUTIVE DIRECTORS

Dr. Wong Yu Man, James (“Dr. Wong”), aged 65, 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 a non-executive Director on 20 March
2007.

Mr. Tang Xun (“Mr. Tang”), age 37, 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 a non-executive Director with effective from 10
March 2015.
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Mr. Chan Chi Ming, Tony (“Mr. Chan”), aged 50, obtained his
bachelor degree in commerce (majoring in accounting) from The
Australian National University. He was admitted as a member
of CPA Australia; and a member of The Hong Kong Institute
of Certified Public Accountants. Mr. Chan has about 20 years
of experience in business advisory, accounting and auditing.
Mr. Chan is an independent non-executive director of Theme
International Holdings Limited (stock code: 990) since May
2015; an executive director of Wan Kei Group Holdings Limited
(stock code: 1718) since November 2016; and was the company
secretary and authorised representative of Good Resources
Holdings Limited (previously known as Good Fellow Resources
Holdings Limited) (stock code: 109) from September 2007 to May
2017, all being companies listed on the Main Board of the Stock
Exchange. Mr. Chan was appointed as a non-executive Director on
11 November 2016.

INDEPENDENT NON-EXECUTIVE DIRECTORS
Ms. Wong Ka Wai, Jeanne (“Ms. Wong"), aged 54, has over 25
years of experience in finance, accounting, taxation and corporate
affairs. She is a member of the Chartered Accountants in Australia
and New Zealand, 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 of Phoenitron
Holdings Limited (stock code: 8066), a company listed on GEM.
Ms. Wong was appointed as an independent non-executive
Director on 1 November 2007.
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Prof. Hu Shanlian (“Prof. Hu"), aged 81, 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 Pharmacoeconomics Research and Evaluation Centre at
the school of Public Health at Fudan University in the PRC. Prof.
Hu is also the Senior Advisor of Shanghai 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
on 30 July 2009.

Prof. Lu Chuanzhen ("Prof. Lu”), aged 80, 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 on 30 July 2009.

Prof. Zhang Bin ("Prof. Zhang”), aged 62, obtained his
bachelor degree from Zhongshan School of Medicine, Sun Yat-
sen University, the PRC; and obtained his doctorate degree from
Saitama Medical University, Japan. Prof. Zhang is a practising
doctor in the PRC and has over 30 years of relevant experience in
sexual function research. He joined the Third Affiliated Hospital
of Zhongshan University, the PRC and established the infertility
and sexual dysfunction department. Prof. Zhang is currently the
chief of sexual and reproductive health at the said university.
Prof. Zhang is also the chief of Baikang Clinic. Prof. Zhang was
appointed as an independent non-executive Director on 25
October 2016.
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SENIOR MANAGEMENT EREEAR
Mr. Lam Williamson (“Mr. Lam”), aged 43, joined the Group in HEEEE ([MEE]) 435 RZZEZELHF

December 2007. Mr. Lam is the Group's chief financial officer and FTZAMAREB - MEEAREB 2 T KHE
company secretary of the Company. He has more than 20 years’ ERARAZARRNE - BRMBERATNE
experience in finance and company secretarial functions. Mr. Lam B S HERR20F &5 - MAEETIRME 5
is a member of the Certified Practising Accountant in Australia MAESEREEETMAEEFEE-

and also a fellow member of the Hong Kong Institute of Certified

Public Accountants.
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CORPORATE GOVERNANCE PRACTICES

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 the
GEM Listing Rules.

The Company has complied with the code provisions in the CG
Code contained in Appendix 15 of the GEM Listing Rules for the
year ended 31 March 2018.
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COMPLIANCE WITH THE MODEL CODE FOR
SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted a set of code for the required standard

(111

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 2017
to 31 March 2018.

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 and Corporate Governance 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.
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Board Composition and Attendance Records of
Directors

The Board currently composes of five executive Directors, three
non-executive Directors and four independent non-executive
Directors. During the year, twelve 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 Committee,
Remuneration Committee and Nomination and Corporate
Governance Committee during the year ended 31 March 2018 and

annual general meetings held in 2017/2018 are set out below.
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Attendance/Number of Meetings

HERY ERBE
Nomination
and
Corporate
Audit  Remuneration Governance 2017/2018
Board Committee Committee Committee AGM
RER Z—2-t§/
LEER ZE-0\E
Name of directors Exf4e Exg ENZAS FHZES REE BREEEXE
Executive directors BITES
Dr. Jiang Tao BREL 11712 N/A T8 A N/A T & 22 1
Mr. Zheng Gang fipp 12/12 N/A T8 A 22 N/A T8 A 11
Dr. Huang Jiaging EMERLE 912 N/A T8 N/A 38 3 N/A T8 17
Mr. Yung Ka Chun SRELE 912 N/A T8 A N/A T8 N/A T8 17
Mr. Lin Jinzong MEREE 912 N/A T8 A N/A T8 A N/A T8 A 11
Non-executive directors EROTES
Dr. Wong Yu Man, James IRRBAE 912 N/A T8 A N/A T8 A N/A T8 A 11
Mr. Tang Xun BREE 912 N/A T8 N/A T8 N/A T8 1
Mr. Chan Chi Ming, Tony RFAEE 12112 N/A T8 A N/A T8 N/A T8 A 17
Independent non- BUIFRTESR
executive directors
Ms. Wong Ka Wai, Jeanne EREut 10/12 474 22 22 1/1
Prof. Hu Shanlian HEBAR 10/12 474 212 22 1/1
Prof. Lu Chuanzhen BEEEHR 10/12 414 22 W) 1
Prof. Zhang Bin REHR 12/12 414 22 22 1/1

“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 21 to 25 of this report.
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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 Directors 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/her
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. In addition, the Group will,
if necessary, provide timely and regular trainings to the Directors
to ensure that they keep abreast with the current requirements
under the GEM Listing Rules.

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

any changes.
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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 articles of association (the “Articles of
Association”) 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.

Chairman and Chief Executive

Code provision A.2.1 provides the roles of chairman and chief
executive should be separate and should not be performed by the
same individual. Since the resignation of Mr. Yung Kwok Leong on
20 April 2015, there is no chairman in the Company. Dr. Jiang Tao
is the chief executive officer of the Company and is responsible
for the day-to-day management and operations of the Group. The
Board does not have the intention to fill the position of chairman
at present and believes that the absence of chairman will not have
adverse effect to the Company, as decisions of the Company will
be made collectively by the executive Directors. The Board will
keep reviewing the current structure of the Board and the need
of appointment of a suitable candidate to perform the role of
chairman.

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 executive Directors 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 2017/2018

EERERESR

STAMRXEBA A MRBRE  FMTESRERE
EHEZRE LABREE-ARTZFAT
ESYREECHEZRE UABREF-

REAQXFAzASERMU((HARERM
Al BE-RBEERERUREHERZ=
DZ—ZEBNEAERRBFRE LHES
B-MERIESHNCERBREET-

EFRRITHER

SFAMRCEEA 2 MRET IR EFETHAR 24
CRAESMAEHE - ATEE ARSEH
SEERZE-AFNAZ+TRHBME A28
VTEIF - BEELRAQATHARKRESR
FEECAREERREE -ESSHRETHE
WMEFERYE THEEEXF -BETEHAEAL
AEERAEE RERAQAZRESBEY
TESHARFL - ESERRNESEZRE
REREZEESEARBTEIRBE2RTE-

EFxgen

ESETHARRSER TRRFIELALT
EREXBOHRES UEMRFE FHESE
EXEMHMEREE HEEESKAXRAH
EEABHIT

NRANEHBBHITESHEREBRBEERER
THREAARETEEEAFRAREMERSE
H-BFAERERREAEZERZRIR
—REFELRBTES -FAEEHETZES
BERCBARYERETIMARRTHEE
B MAABESYAREMATRZEZE &
EEXHERMAAE ZERUEZERS
REEH (B ERBEMEE) BT 2E
EEERDEZEEERETARL=AFTHT
FREES UBHESEEAQRAZ&ORR
KRR W EEHABERTE

(i

||||‘ |




I

e

|

|
W
.-;,,rn,

I TN
1

————

W

—ﬂ
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 of the Company
(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 comprised of four independent non-executive
Directors, namely, Ms. Wong Ka Wai, Jeanne, Prof. Hu Shanlian,
Prof. Lu Chuanzhen and Prof. Zhang Bin. Ms. Wong Ka Wai,
Jeanne is the chairlady of the Audit Committee.

it
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The primary duties of the Audit Committee are to ensure the
adequacy and effectiveness of the accounting and financial
controls of the Group; to oversee the performance of risk
management and internal control systems and financial reporting
process; and to monitor the integrity of the financial statements
and compliance with statutory and listing requirements and to

oversee independence and qualifications of the external auditors.

During the year ended 31 March 2018, 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;

(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; and

(d) advising on material even 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.
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The Group's audited consolidated financial results for the year
ended 31 March 2018 were reviewed by the Audit Committee,
which was of the opinion that the preparation of such results
complied with the applicable accounting standards and

requirements and that adequate disclosures has been made.

Nomination and Corporate Governance Committee

On 11 February 2014, the Board resolved to establish a
nomination and corporate governance committee of the Company
(the “"Nomination and Corporate Governance Committee”)
in place and stead of the previously nomination committee
of the Company, 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 and
Corporate Governance Committee has five members comprising
the chief executive officer, Dr. Jiang Tao and four independent
non-executive Directors, namely, Ms. Wong Ka Wai, Jeanne, Prof.
Hu Shanlian, Prof. Lu Chuanzhen and Prof. Zhang Bin. Dr. Jiang
Tao is the chairman of the Nomination Committee and Corporate

Governance Committee.

The main responsibilities of the Nomination and Corporate
Governance 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.

During the year ended 31 March 2018, two meetings were held.
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The main duties of the Nomination and Corporate Governance

Committee during the year include:

(@) reviewing the structure, size and composition, including the

skills, knowledge and experience of the Board;

(b)  making recommendations on any proposed changes to the

Board to complement the Company’s corporate strategy;

() making recommendation on the re-election of the retiring
Directors standing for re-election at the Company's 2018

annual general meeting; and

(d) assessing the independence of all the independent non-

executive Directors.

Remuneration Committee

The Company established the remuneration committee of the
Company (the “Remuneration Committee”) on 3 June 2005
with written terms of reference as disclosed on the Company’s
website. The Remuneration Committee has five members
comprising an executive Director, Mr. Zheng Gang and four
independent non-executive Directors, namely, Ms. Wong Ka
Wai, Jeanne, Prof. Hu Shanlian, Prof. Lu Chuanzhen and Prof.
Zhang Bin. Ms. Wong Ka Wai, Jeanne is the chairlady of the

Remuneration Committee.
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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 2018, two meetings were held.

The main duties of the Remuneration Committee during the year

include:

(@) determining and making recommendations to the Board
regarding the specific remuneration package of each
of the 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

(b) reviewing and making recommendations to the Board
regarding the remuneration of each of the non-executive

Directors and members of senior management.

The Remuneration Committee considers factors such as
salaries paid by comparable companies, time commitment and
responsibilities of the Directors, employment and responsibilities in

the Group and desirability of performance-based remuneration.
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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
2018.

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 2018, the Directors
have adopted suitable accounting policies and applied them

consistently.

The responsibility of the auditors with respect to these
consolidated financial statements is set out in the Independent

Auditor’s Report on pages 67 to 74 of this 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.

RISK MANAGEMENT AND INTERNAL
CONTROL

The Board acknowledges its responsibility for the Company's risk
management and internal control systems, and for reviewing its

effectiveness.
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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 2018, 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 has the overall responsibility for evaluating and
determining the nature and extent of the risks it is willing to take
in achieving the Company’s strategic objectives, and establishing
and maintaining appropriate and effective risk management and
internal control systems of the Group. The Board, as supported
by the Audit Committee, conducted review of the effectiveness
of the Group's risk management and internal control system for
the year, which covers all material controls, including financial,

operational and compliance control.

In meeting such responsibility, the management of the Group
conducts internal audit which includes analysis and appraisal of
the adequacy and effectiveness of the Group's risk management
and internal control systems. The management reviews all major
operations of the Group on a cyclical basis, and summarises
all material issues and findings to the Board and the Audit

Committee annually.

In particular, the Group has established guidelines and procedures
for the approval and control of expenditures, to ensure the
reliability of the financial reporting, effectiveness and efficiency
of operation and the compliance with applicable laws and

regulations.

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.

CORPORATE GOVERNANCE REPORT

e NS E:

FEBzARERREAREEARETSE R
(BEXFBEM)RELTEEARERANIE
K UEE (BXFT2HER)AEELERS

KRWER -R=Z—-N\F BEBEREES

EXECEHAGAARE 2 NMEEK AR
EEAGBEMARD

et

ESSHARASTAREBEEERERAARIRR
EEBRTEBRSAENRRNMEREE
TEVFEBEERERNASERBEER
RMERRR -BFE RNBERZEEXET
EF@WM$EIZHEEE&W%?F%W
Zﬁ TR REMAEREE BEY

BRARES
REBTEHBER FAEEEEEETANE

B HPBEINMRFAAEERREERRA
HERAGNEZEMER AR -EEEFESR
MAKEzIEETEXBRABFAESTERE
RESEMAMEERSERER

AERME AKBEER LM ERZESES
REF ABERHMERROTELE BEFEEN
MRMEUAREFEREERER

EXEdEFRTERRERE -AQAE
&Mﬁ$ﬁ%HEIZEE&ﬁ%M&E%ﬂ
AFERER-

EERBEMARA A 2017/2018 4 #

39



40

CORPORATE GOVERNANCE REPORT
i 36 B 6 el

The audit reviews cover all material controls including financial,
operational and compliance controls. Results of the audit reviews
are submitted to the members of the Audit Committee for
discussion at the Audit Committee meetings. The internal audit
review reports are then followed up by the management to ensure

that findings previously identified have been properly resolved.

The Board considers that the Group has put in place adequate
measures to perform the internal audit function at different
aspects of the Group. The Audit Committee and the Board
are satisfied with the effectiveness and efficiency of the risk

management and internal control systems of the Group.

The Group has established policy for ensuring that inside
information is disseminated to the public in an equal and timely
manner in accordance with applicable laws and regulations.
Procedures such as limit access to inside information to those
who need to know and requiring external parties to execute
confidentiality agreement have been implemented by the
Company to guard against mishandling of inside information.
The Group also reminds those relevant personnel and other
professional parties to preserve confidentiality of the inside

information until it is publicly disclosed.
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AUDITORS’ REMUNERATION
During the year ended 31 March 2018, 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:
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RBE-F-N\FZA=+-HLEFE BE
EERYAREZBURFELBB O IR
NHFRUMBAMT :

Amount (HK$'000)

Nature of services RFEHEE @ (T#ERT)
Audit services EIZRTE 450
Non-audit services FEEZ RIS -

INVESTOR RELATIONS

During the year ended 31 March 2018, the Company has not
made any changes to its Articles of Association. An up to date
version of the Articles 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

Procedures for which enquiries may be put to the
Board

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.
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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.

Procedures for convening general meetings by
shareholders

Pursuant to article 58 of the Articles of Association of the
Company, the Board may whenever it thinks fit call extraordinary
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 an extraordinary 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. If within 21 days
of such deposit, the Board fails to proceed to convene such
meeting, the requisitionist(s) himself (themselves) may do so in
the same manner, and all reasonable expenses incurred by the
requisitionist(s) as a result of the failure of the Board shall be
reimbursed to the requisitionist(s) by the Company.

Procedures for putting forward proposals at
shareholders’ meeting

Shareholders are requested to follow article 58 of the Articles of
Association for including a resolution at an extraordinary general
meeting. The requirements and procedures are set out above
in the paragraph headed “Procedures for convening general
meetings by shareholders” above.

Pursuant to article 88 of the Articles of Association, no person,
other than a retiring Director, shall, unless recommended by the
Directors for election, be eligible for election as a Director at
any general meeting, unless notice in writing of the intention
to propose that person for election as a Director and notice in
writing by that person of his willingness to be elected shall have
been lodged at the head office or at the registration office. The
period for lodgment of the notices required will commence no
earlier than the day after the despatch of the notice of the general
meeting appointed for such election and end no later than seven
days prior to the date of such general meeting and the minimum
length of the period during which such notices to the Company
may be given will be at least seven days.

CONSTITUTIONAL DOCUMENTS

There was no change in the Company’s constitutional documents
for the year.
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The Directors have pleasure to present their annual report and the
audited consolidated financial statements of the Group for the
year ended 31 March 2018.

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, Cap. 22 (Law 3 of 1961, as
consolidated and revised) of the Cayman Islands.

The shares of the Company were listed on GEM 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 in the PRC. Details of the principal activities of
its subsidiaries are set out in Note 49 to the consolidated financial

statements.

RESULTS AND DIVIDENDS
The results of the Group for the year ended 31 March 2018 and
the state of the Group's affairs as at 31 March 2018 are set out in

the consolidated financial statements on pages 75 to 78.

The Board does not recommend a final dividend for the year
ended 31 March 2018.

SHARE CAPITAL

Details of the movements in share capital of the Company during
the year are set out in Note 45 to the consolidated financial
statements.

RESERVES

Details of the movements in the reserves of the Company and the
Group during the year are set out in Note 46 to the consolidated
financial statements and in the consolidated statement of changes

in equity respectively.
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DISTRIBUTABLE RESERVES

The Company did not have any distributable reserves as at
31 March 2018 (2017: approximately HK$Nil million). Under
the Companies Law, Cap. 22 (Law 3 of 1961, as consolidated
and revised) 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 Articles of Association, dividends shall be distributed
out of the retained profits or other reserves, including the share

premium account, of the Company.

INVESTMENT PROPERTY

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 19 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 16 to the consolidated

financial statements.

MAJOR CUSTOMERS

During the year ended 31 March 2018, no individual customer has
contributed over 5% of the Group's total revenue. During the
year, the five largest customers in aggregate contributed to less

than 5% of the Group’s total revenue.

To the best knowledge of the Directors, none of the Directors or
any of their close associates (as defined in the GEM Listing Rules)
or shareholders that owned more than 5% of the issued shares
had any direct or indirect interest in the five largest customers of

the Group during the year.
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MAJOR SUPPLIERS
During the year ended 31 March 2018, the largest supplier has

contributed to less than 10% of the Group's total purchases.
During the year, the five largest suppliers in aggregate contributed

to less than 30% of the Group’s total purchases.

To the best knowledge of the Directors, none of the Directors or
any of their close associates (as defined in the GEM Listing Rules)
or shareholders that owned more than 5% of the issued shares
had any direct or indirect interest in the five largest suppliers of

the Group during the year.

RELATIONSHIPS WITH KEY STAKEHOLDERS

The Group’s success also depends on the support from key
stakeholders which comprise employees, customers, suppliers,
regulators and Shareholders. Employees are regarded as the most
important and valuable assets of the Group. The Group maintains
a good relationship with its employees and did not experience any
major difficulties in recruitment, nor did it experience any material
loss in manpower or suffer from any material labour dispute
during the year. The Group also understands the importance of
maintaining a good relationship with its suppliers and customers
to meet its short-term and long-term goals. It enjoys good
relationships with suppliers and customers and strives to take an

active part in the communities where they operate.

ENVIRONMENTAL POLICIES

The Group's 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. 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 reliability,
professional and safety as its objective, the Group possesses
advanced IT program management and technical support of
modern information network and strived to facilitate paperless

office and recycling.
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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.

DIRECTORS
The Directors of the Company during the year and up to the date

of this report were:

Executive Directors:

Dr. Jiang Tao (Chief Executive Officer)
Mr. Zheng Gang

Dr. Huang Jiaging

Mr. Yung Ka Chun

Mr. Lin Jinzong

Non-executive Directors:
Dr. Wong Yu Man, James
Mr. Tang Xun

Mr. Chan Chi Ming, Tony

Independent non-executive Directors:
Ms. Wong Ka Wai, Jeanne

Prof. Hu Shanlian

Prof. Lu Chuanzhen

Prof. Zhang Bin
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In accordance with article 87 of the Articles of Association, Mr.
Tang Xun and Mr. Wong Yu Man, James, the non-executive
Directors and Prof. Hu Shanlian and Prof. Lu Chuanzhen, the
independent non-executive Director, will retire and, being eligible,
offer themselves for re-election at the forthcoming general

meeting.

The biographical details of the Directors and senior management
are set on pages 21 to 25 of this report. Details of the
emoluments of the directors and the five highest paid individuals
are set out in Notes 33 and 34 to the consolidated financial

statements, respectively.

DIRECTORS’ SERVICES CONTRACTS

Dr. Jiang Tao has been appointed as chief executive officer by
way of a letter of appointment with the Company for a period
of one year commencing from 20 April 2015 which will continue
thereafter until terminated by either party giving to the other

party not less than one month’s notice in writing.

Mr. Zheng Gang has been appointed as an executive Director by
way of a letter of appointment with the Company for a period of
one year commencing from 1 August 2007 which will continue
thereafter until terminated by either party giving to the other

party not less than one month’s notice in writing.

Dr. Huang Jiaging has been appointed as an executive Director by
way of a letter of appointment with the Company for a period
of one year commencing from 30 July 2009 which will continue
thereafter until terminated by either party giving to the other

party not less than one month’s notice in writing.

Mr. Yung Ka Chun has been appointed as an executive Director by
way of a contract with the Company for a period of three years
commencing from 20 April 2015 which will continue thereafter
until terminated by either party giving to the other party not less

than one month’s notice in writing.
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Mr. Lin Jinzong has been appointed as an executive Director
by way of a contract with the Company for a period of three
years commencing from 11 November 2016 which will continue
thereafter until terminated by either party giving to the other

party not less than one month’s notice in writing.

Dr. Wong Yu Man, James has been appointed as a
non-executive Director by way of a letter of appointment with the
Company for a period of one year commencing from 20 March
2007 which will continue thereafter until terminated by either
party giving to the other party not less than one month’s notice in

writing.

Mr. Tang Xun, has been appointed a non-executive Director by
way of a contract with the company for a period of one year
commencing from 20 March 2015 which will continue thereafter
until terminated by either party giving to the other party not less

than one month’s notice in writing.

Mr. Chan Chi Ming, Tony has been appointed as a non-executive
Director by way of a letter of appointment with the Company for
a period of one year commenting from 11 November 2016 which
will continue thereafter until terminated by either party giving to

the other party not less than one month’s notice in writing.

Ms. Wong Ka Wai, Jeanne has been appointed as an independent
non-executive Director by way of a letter of appointment with the
Company for a period of one year commencing from 1 November
2007 which will continue thereafter until terminated by either
party giving to the other party not less than one month’s notice in

writing.

Prof. Hu Shanlian and Prof. Lu Chuanzhen have been appointed
as independent non-executive Directors by way of letters
of employment with the Company for a period of one year
commencing from 30 July 2009 which will continue thereafter
until terminated by either party giving to the other party not less

than one month’s notice in writing.
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Prof. Zhang Bin has been appointed as an independent non-
executive Director by way of a letter of appointment with the
Company for a period of one year commenting from 25 October
2016 which will continue thereafter until terminated by either
party giving to the other party not less than one month’s notice in

writing.

Save as disclosed above, none of the Directors has any service
contract with the Company or any of its subsidiaries which is not
determinable by the Group within one year without payment of

compensation, other than statutory compensation.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS OF
SIGNIFICANCE

Save as disclosed in the paragraph headed “Connected
transaction” below, no transaction, arrangement or contracts
of significance in relation to the Group's business 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 year or at any time during the year
ended 31 March 2018.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of
the whole or any substantial part of the business of the Company
were entered into or existed during the year ended 31 March
2018.

CHARITABLE DONATIONS
During the year ended 31 March 2018, the Group did not make
any charitable and other donations (2017: nil).
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DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS IN SHARES, UNDERLYING SHARES
AND DEBENTURES OF THE COMPANY AND ITS

ASSOCIATED CORPORATIONS

As at 31 March 2018, the interests and short positions of the
Directors and chief executive of the Company in the shares,
underlying shares and debentures of the Company or any of its
associated corporation (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFO")) which were recorded
in the register required to be kept by the Company under Section
352 of the SFO, or otherwise notified to the Company and the
Stock Exchange pursuant to the required standards of dealings by
directors of the Company as referred to in Rules 5.46 to 5.67 of

the GEM Listing Rules, were as follows:

(i) Interests in shares and underlying shares of the

Company:

of shares and

ESREFRTHRAERFLAFTRE

B EEZRR G HRRG R R
HZiER

RZB-NF=ZA=+—H EFEEREAQAE
ETHRABRAQRSZEEMEEEE (ExH
RESRBEGRA (ESERERER])EXV
Wz HEARDREREFHEERESR
FREHRHIEI2RABRAT LR FEZER
Mz RRERAR  RRBEGEM LT R AI
E546BS 67K R AR ERETEEZ
REEEBERTHERAARBRMzERZR
RKEWMT

e

(i) RELAFTIRGRMERKMGZER:

Number Approximate

percentage

underlying of the total
Name of Director Nature of interest shares Position issued shares
HERT
B% {7 B 46 R BipfE#z
Exns EalH B {n 8 B -4 @HrEatt
Mr. Yung Ka Chun Corporate interest (Note) 516,991,516 Long 18.34%
SEERE NERERS (M) HR
Personal interest 2,640,000 Long 0.09%
8 A #E5 "R
Dr. Jiang Tao Personal interest 9,300,000 Long 0.33%
BEEL (EPN 374 wr
Mr. Zheng Gang Personal interest 6,044,000 Long 0.21%
BP9 4 (EPN wr
Dr. Huang lJiaging Personal interest 1,400,000 Long 0.05%
EMEELE (EPN wr
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Easeglory Holdings Limited (“Easeglory”) is interested in
418,491,516 shares and 98,500,000 convertible preference
shares of the Company. The issued share capital of Easeglory
is wholly-owned by Mr. Yung Ka Chun. Mr. Yung Ka Chun
is deemed to be interested in the shares and the convertible
preference shares in which Easeglory is interested in under
the SFO.

On 24 April 2018, Easeglory and Golden Prince Group
Limited (“Golden Price”) entered into a deed of
settlement (the “Deed of Settlement”), pursuant to
which, Easeglory, amongst others, agreed to transfer
(i) 418,491,516 shares; and (ii) 98,500,000 convertible
preference shares to Solar Star Global Limited (“Solar
Star”) (as nominee of Golden Prince), in consideration
of the full and final settlement of the loan indebted to
Golden Prince by Easeglory. Completion took place on
25 April 2018. For further details, please refer to the
announcement of the Company dated 27 April 2018. As at
the date of this report, Easeglory does not hold any shares
and convertible preference shares of the Company.
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98,500,0008% AT ¥ fR 1B SE IR P HE A #E
HoGRBRCZORITRAHSEELE
2EFEBE -REBFRBEKRL &
EEREBERBNSREEER 2R
HRABBELRPEERER

RZZE-NFENA-_+MAB" 5
¥ 8 Golden Prince Group Limited
(T'Golden Prince ]) ;] L &£ H 2 iE
(MEHegl) st - 2822\
RER#EEE S BE R Golden Prince
ZEF ZRBR(ADEE IBEE
() 418,491,516 B 175 K (ii)
98,500,000 AT RBER T E S
REBERAT ([EM] EAGolden
PrinceZfRBA) cERER=ZZF—N
FUA-THEBARE - BEHE—DHF
B H2HARARBHRAZZE-—N\F
MAZ+EtHAZAE -RARER
B SRIEZERATZEMRS
RAUBRKRELR-

(ii) Interests in the issued share capital of the (i) RELFEBEEAZERTREZE
Company’s associated corporation: =

Approximate
percentage of
shareholdings
in the associated
Name of associated Capacity/ Number of corporation’s issued
Name of Director corporation Nature of interest shares  Position share capital
{5 48R
EEZERT
Bz
EEfE HREEER 5/ RaKE BRA®E Af BHESL
Nil - - - - -

1

e ————— =
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(iii) Interests in share options under share option

HIINHHU

4I” .|‘|
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!

(i) WirEABNRTZMEERER:

Number of
Exercise share options
Name of Director Exercise period price granted Position
(=51 4
EEfR TR TR ERRENE B
Mr. Yung Ka Chun 18 April 2015 to HK$0.68 3,960,000 Long
17 April 2018
FSEEBERLE “E-AFMA+NRE 0.68/ 7T i)
—E-NFEWmA+tR
Dr. Jiang Tao 18 April 2015 to HK$0.68 4,410,000 Long
17 April 2018
BEEL “E-AFMA+NRE 0.68/8 T wr
ZE-NFW@A+tAH
Mr. Tang Xun 18 April 2015 to HK$0.68 3,000,000 Long
17 April 2018
BHEE “E-AFNATNEZE 0.687% 7T "R
ZE-NF@A+LtAH
Dr. Huang Jiaging 18 April 2015 to HK$0.68 4,200,000 Long
17 April 2018
EmMEEL “E-RFMATNHE 0.687% 7T Hr
—E-N\FEmA+tH
Mr. Zheng Gang 18 April 2015 to HK$0.68 4,410,000 Long
17 April 2018
152 e “E-RFMATNEE 0.687% 7T HE
—E-N\FEWmA+tH
Mr. Wong Yu Man, James 18 April 2015 to HK$0.68 1,000,000 Long
17 April 2018
IHRREE “E-AFWMATNHE 0.68/8 7T HE

—E-N\FE@mA++tH
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Save as disclosed above, as at 31 March 2018, none of the
Directors nor the chief executive of the Company had any
interests or short positions in any shares, underlying shares or
debentures of the Company or any of its associated corporation
(within the meaning of Part XV of the SFO) as recorded in the
register required to be kept by the Company under Section 352
of the SFO, or otherwise notified to the Company and the Stock
Exchange pursuant to Rules 5.46 to 5.67 of the GEM Listing Rules.

SUBSTANTIAL SHAREHOLDERS' INTERESTS
AND SHORT POSITIONS IN SHARES AND

UNDERLYING SHARES

As at 31 March 2018, other than the interests of a director or
chief executive of the Company as disclosed in the paragraph
headed “Directors’ and chief executive’s interests in shares,
underlying shares and debentures of the Company and its
associated corporations” above, the interests and short positions
of persons in the shares and underlying shares of the Company as
recorded in the register required to be kept by the Company under
Section 336 of the SFO were as follows:
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BREXFFEEEN RZE-—NF=A=+—
B EBERADAEZTHAEBRERARLF
REFMEELIE(EXZREXSFRBERHG
SEXVER) 2RI - R DR EER P
ERHERREES KRB RGIEI2EKEREK
AEFEzETCMzEAESZSAE  ARE
GEM EWRBIHE5 468567 BSTAERLD
ARBRAZEMERZIAE -

FERFREBRMRERKMZED
RikE

RIE-N\FE=ZA=1+—H BREX[ESEK
FETBAERRATREBE LB KD
AR REEE RS —BIIFEEARQT
BEEPTETHABZESEMN UTALTRE
AERDREERD P EECHEAREESR
HERGIEIBMREHARARFEZERMZ
ERRkAE:

Approximate

percentage
Number of of the total
Name of shareholder shares Position Capacity issued shares
HERT
Bip#ESz
BRER Cigvg ' 5% #naak
Easeglory Holdings Limited (Note 1) 516,991,516 Long Beneficial owner 18.34%
SRERBRAA (MEE1) i) BEREAA
New Hope International (Hong Kong) 343,217,539 Long Beneficial owner 12.18%
Limited (Note 2)
FELEER (FB)BRAF He BEREAA
(HMiz£2)
Southern Hope Enterprise Co., Ltd.* 343,217,539 Long Corporate interest 12.18%
(Note 2)
MAREEXERAA (MaE2) Ha NS
New Hope Group Co., Ltd.* 343,217,539 Long Corporate interest 12.18%
(Note 2)
HEEEBERAT (ME2) i) NGIE 35
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Approximate
percentage

54

Number of of the total
Name of shareholder shares Position Capacity issued shares
HERT
BipE#Z
BRaE Kz &H g3 7 ghaak
Tibet Hengye Feng Industrial 343,217,539 Long Corporate interest 12.18%
Co., Ltd.* (Note 2)
AREXEEEBRAR (KMaE2) "R NE R
Mr. Liu Yonghao (Note 2) 343,217,539 Long Corporate interest 12.18%
Bk e & (KiEE2) "R NE R
Ms. Liu Chang (Note 2) 343,217,539 Long Corporate interest 12.18%
245 2+ (HFaE2) "R NE R
Ms. Li Wei (Note 2) 343,217,539 Long Interest of spouse 12.18%
;i (HaE2) "R B =
Solar Star Global Limited (Note 3) 320,000,000 Long Beneficial owner 11.35%
ERREEMR A A (MEE3) "R BEREREA
Notes: B &E

(M
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Easeglory Holdings Limited (“Easeglory”) is interested in
418,491,516 shares and 98,500,000 convertible preference shares
of the Company. The issued share capital of Easeglory is wholly-
owned by Mr. Yung Ka Chun. Mr. Yung Ka Chun is deemed to be
interested in the shares and the convertible preference shares in
which Easeglory is interested in under the SFO.

Easeglory has charged 418,491,516 shares and 98,500,000
convertible preference shares to Golden Prince Group Limited
("Golden Prince”) and Mr. Ng Leung Ho respectively. The issued
capital of Golden Prince is wholly-owned by Mr. Ng Leung Ho. Mr.
Ng Leung Ho is deemed to be interested in the 418,491,516 shares
and is interested in the 98,500,000 convertible preference shares.

On 24 April 2018, Easeglory and Golden Prince entered into the
Deed of Settlement, pursuant to which, Easeglory, amongst others,
agreed to transfer (i) 418,491,516 shares; and (ii) 98,500,000
convertible preference shares to Solar Star (as nominee of Golden
Prince), in consideration of the full and final settlement of the loan
indebted to Golden Prince by Easeglory. Completion took place on
25 April 2018. For further details, please refer to the announcement
of the Company dated 27 April 2018. As at the date of this report,
Easeglory does not hold any shares and convertible preference
shares of the Company.

(1

ZRERERARA ([HRBI)AELIAZ
418,491,516% B% 13 598,500,0008% 7J 32 A% (&
ERPHEEEZ ZFRZEBTRIAHSES
AEERBT - REISRBEHRE S8
FEWRANGREEERZRORTRKE
ERPEERER -

SRED B EMA18,491,516 BB R
98,500,0008% AJ #2 i% 12 % B F Golden Prince
Group Limited ([ Golden Prince ]) R R
B #F % 4 o Golden PrinceZ B 31T R A A
AR ELEZERRE - RREFEEHEES
R418,491, 516D P EEER LR
98,500,000 AT REERPHEEER -

RZZE-N\FMA=+HAH" ZBEGolden
Princef] M AEZE Bt EEFE2AREHK
#E 5 B4 R Golden Princez B B (H
RERE) R ZEE() 418,491,516 7 &
(i) 98,500,000 AT ARE LR T ER (A
Golden Princez KB A) cEHER=Z—N
FNE-+HBARE -FRHE—DHE B2
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New Hope International (Hong Kong) Limited ("New Hope
International”) is interested in 343,217,539 shares of the
Company. The issued share capital of New Hope International
is owned as to 75% by Southern Hope Enterprise Co., Ltd.
which is in turn owned as to 51% by New Hope Group Co.,
Ltd.* and as to 49% by Tibet Hengye Feng Industrial Co.,
Ltd.* Both New Hope Group Co., Ltd.* and Tibet Hengye
Feng Industrial Co., Ltd.* are owned as to 62.34% by Mr. Liu
Yonghao, as to 36.35% by Ms. Liu Chang and as to 1.31% by
Ms. Li Wei. Mr. Liu Yonghao, Ms. Liu Chang and Ms. Li Wei
are deemed to be interested in the shares in which New Hope
International is interested in.

Solar Star Global Limited (“Solar Star”) is interested in
320,000,000 shares of the Company. The issued share capital
of Solar Star is wholly-owned by Mr. Ng Chi Lung. Mr. Ng Chi
Lung is deemed to be interested in the shares in which Solar
Star is interested in under the SFO. Mr. Ng Chi Lung is also
personally interested in 59,000,000 shares of the Company.

On 24 April 2018, Easeglory and Golden Prince entered
into the Deed of Settlement, pursuant to which, Easeglory,
amongst others, agreed to transfer (i) 418,491,516 shares;
and (ii) 98,500,000 convertible preference shares to Solar Star
(as nominee of Golden Prince), in consideration of the full
and final settlement of the loan indebted to Golden Prince by
Easeglory.

Completion took place on 25 April 2018. For further details,
please refer to the announcement of the Company dated 27
April 2018.

As at the date of this report, Solar Star held 932,491,516
shares, representing approximately 33.09% of the issued
share capital of the Company, and 98,500,000 convertible
preference shares of the Company.
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FHEER (BB ERLT ((HEL
BB ) AAR DT 2343,217,539088 I
REEREZE FEEERZIORITRA
HEAFLEEEEROAERTS%E
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FEEMARAARAREERERXS
RATEES1%RAO%ER -HHBE
BERAARAREXHEEERAT
HHEKFEE AE Lt REH L
2B EHE62.34% 36.35% % 1.31 %
o BIkIFhE BB Lt RERLLH
RARH&HLERREERR 2RO PE
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EGRRERLA(ERB]) R
320,000,000 A2 BB D P HEE R ©
EBZERTRADHREZELESR
EREBE-REIHRBEKRA REE
EEWBEAREGEERRZRHAF
BEEZ REEEEBAATREQT
59,000,000 B 19 R B 2 ©

R-ZZE-NFNA-+TA 5RHE
Golden Princef] M & E 2B Bt Z
BIHE2ERBAREE S BRE XGolden
Princez BN ZB(EFEE)E
EEE() 418,491,516 B M K (i)
98,500,000R AT B ERF ERS (1
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EHER-—E—N\ENA=-+EAR
R R PUEINCEE
A=E-\EMA=+HLAZAL:

REAREAH EBEFELAAA
932,491,516 M (HERALQAT D2
1TIR 7 #933.09% ) }98,500,0008% 7] #&
BELRK -
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Save as disclosed above, as at 31 March 2018, the Directors were
not aware of any other person (other than the Directors and chief
executive of the Company) who had interests or short positions in
the shares or underlying shares of the Company as recorded in the
register required to be kept by the Company under Section 336 of
the SFO.

DIRECTORS’ RIGHTS TO ACQUIRE SECURITIES

Save as disclosed in the paragraph headed “Directors’ and chief
executive's interests in shares, underlying shares and debentures
of the Company and its associated corporations” above, at no
time during the year were rights to acquire benefits by means
of the acquisition of shares in or debentures of the Company
or of any other body corporate granted to any directors or their
respective spouse or children under 18 years of age, or were any
such rights exercised by them; or was the Company, its holding
company or any of its subsidiaries a party to any arrangement to
enable the directors, their respective spouse or children under 18

years of age to acquire such rights in any other body corporate.

Save as disclosed, at no time during the year ended 31 March
2018 was the Company or any of its subsidiaries, associated
companies, fellow subsidiaries or holding companies a party to
any arrangements to enable the Directors or the chief executive
of the Company to acquire benefits by means of the acquisition
of shares in, or debentures of, the Company or any other body

corporate at any time during the year.

HUA XIA HEALTHCARE HOLDINGS LIMITED ANNUAL REPORT 2017/2018

BREXFFEEEN RZE-—NF=A=+—
BBV FAANBEAMEMAL (EEREALD
AFETHAESRMN) REQTRDRBER
HBHREEREBEESFRPERHFEI36RTHERN
BHAQRGRFEZETMZERZR LR -

ESREESZEN

BREXTESREBZTRAEBRAATAREM
BorEz R HEROKERE 2Em ] —
BREEEN FR HEAENESIHS
EREZEBIRB T N\RE 2 FLREEMA#E
A BREREAVEBBEALRDAREFAEAME
ABRBHWERONEEEMER MKSTHE
TEZESEFN BAQNE HERQIAHEE
AMEARDTHESHREMZH BEES
HEFEZEBRIRB T N\ FLAREE
AEAMEABRZZSER -

RIAEEEN RBZEZ-Z—N\F=A=1+—
BLEFEER NQEISHEEAMHE R - B
DNF - RRME D R HIER A BB SR
ZH O BEEEIADNATHREAZTRERMT
RS R BB B A A R SR H A A A B K
BRPREEEFXEF

(i

i



REPORT OF THE DIRECTORS
W

SHARE OPTION SCHEMES RRRR Rt @

As at 31 March 2018, there were 65,090,000 outstanding share R—ZE-NE=ZA=Z=+—-—B A2 AAHF
options, of which, were granted pursuant to the share option 65,090,00017 i AR 1T EBRIE  HORER =
schemes adopted on 20 April 2002 and 10 August 2011. A EE_FMA-THR=ZZE——FNA+HEK
breakdown setting out the number of outstanding share options, M ZBRET IR - BRET BB T 1 KR1T
their respective exercise price and respective exercise period under FHERESE HEE2THFERTEHEH

the share option schemes were as follows: wr
Number of
share options
Categories of grantees Exercise period Exercise price outstanding
ARITHEZ
ABAREH fTHERA TR BN E
Directors
EE
Mr. Yung Ka Chun 18 April 2015 to 17 April 2018 HK$0.68 3,960,000
FRBLE —E-AFMATNRE 0.6878 7T
—E-NFMA+tH
Dr. Jiang Tao 18 April 2015 to 17 April 2018 HK$0.68 4,410,000
BEEL —EZ-AFMA+NBE 0.683& 7T
ZE-NFWAB++tH
Mr. Tang Xun 18 April 2015 to 17 April 2018 HK$0.68 3,000,000
SHELE “E-AFMA+TNRE 0.68/8 7T
—E-N\FWEATLH
Mr. Zheng Gang 18 April 2015 to 17 April 2018 HK$0.68 4,410,000

R ST —E-HEFNMA+NRE 0.6878 T
—E-N\FEAE++tH

= = — _ EERBMEBARAT 2017/2018 £ D7
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Categories of grantees

Exercise period

HIINHHU
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Exercise price

Number of
share options
outstanding

HMERITEZ
EBAER fT{EHA TEE BiENA
Dr. Huang Jiaging 18 April 2015 to 17 April 2018 HK$0.68 4,200,000
EMEEE —Z-AFMA+NBZE 0.68%8 7T
—E-N\EMA++tH
Mr. Wong Yu Man, James 18 April 2015 to 17 April 2018 HK$0.68 1,000,000
THREE —E-AFMA+NBRE 0.68%8 T
—E-NFMA+tH
Employees of the Group 30 September 2009 to 29 March 2019 HK$0.50 450,000
*EEER —EZRAFAA=THE 0.507& 7T
—E-RFE=ZA=TNAH
18 April 2015 to 17 April 2018 HK$0.68 43,660,000
—E-HFMA+NBE 0.687& T
—E-N\EMA++tH
Total #8% 65,090,000

The share option scheme adopted on 20 April 2002 had been
terminated on 10 August 2011. The Company had adopted the
new share option scheme on 10 August 2011, and the terms of
which are in accordance with the provisions of Chapter 23 of the

GEM Listing Rules. The following is a summary of the principal

terms of the share option scheme adopted on 10 August 2011:

R-ZBEZE_FNA-THERMHZBERESTEC
RZZ——FNATHBELL - KXQATAER=
Z——FN\AT+BRMNFTEREE KX
HEGEMEMRAFE2IZEZHRIRE-UT A
R-ZE——FNA+HRGZEREFEZE

BIRABE:
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(A) Purpose of the share option scheme

(B)

©

The purpose of purpose of the share option scheme is to
enable the Company to grant share options to the Eligible
Participants (as defined below) in order to recognise and
motivate the contribution of the employees of the Group
and to provide incentives and help the Group in retaining its
existing employees and recruiting additional employees and
to provide them with a direct economics interest in attaining

the long term business objectives of the Group.

Participants of the share option scheme

The participants (the "Eligible Participants”) of the share
option scheme shall be any employee of the Company or any
of its subsidiaries including any executive and non-executive
directors of the Company or any of its subsidiaries, and any
suppliers, consultants, agents and advisers or any person
who, in the sole discretion of the Board, has contributed or

may contribute to the Group.

Total number of shares available for issue under
the share option scheme

Under the share option scheme, the total number of shares
which may be allotted and issued upon exercise of all share
options to be granted under the share option scheme and
any other share option scheme of the company must not in
aggregate exceed 10% of the number of the issued shares
as at 17 August 2015, being the date of the annual general
meeting of the Company refreshing the scheme mandate
limit, which allowed the Directors to grant share options to
subscribe for up to 169,876,994 shares of the Company,
unless the Company obtains a fresh approval from the

shareholders of the Company.

it
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(A) MREsBZE®D

(B)

©
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AREBAEEREEFER ZER  ARHE
REAREDASEREERBEERE
SHEMNMEEUREHREENERAEH
RMXBEER 2 EREEANGE-

ik dz2RE

BERErEz2HEE ([SRBSRE])
ERARDAREEMAK B R R 2 EFE
8 (BREARAXHETMHE LR 2EM
HITRFEMITES) RIEMAMHER -BH
ARERERRESS2ANERAE
HRAJEHAREFEHEM2ETAL

BT BT R TZ RO B

RIBE AR 2 RITEREERET S
RALAREMEMBERESZREZ2
DEREmAUREERERBTZROEE
AEHTEBEBR=-Z—RFENA++LH
(AR BREHERERBEUZEES
AR HRERZ169,876,9941 A A 7K
HrEREMSAZRRBFASANS)
ZEBITROEBE Z210% BRIFERQTE
HIR®R S 1Tt E Bl S E R o
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(D)

(E)

(F)

(G)

As at the date of this annual report, the total of
169,876,994 shares available for issue under the share
option scheme, represents approximately 6.03% of the

issued share capital of the Company.

Maximum entitlement of each participant under
the share option scheme

The maximum entitlement of each participant under the
share option scheme in any 12-month period up to and
including the date of grant of the options must not exceed

1% of the total number of shares of the Company in issue.

The period within which the shares must be taken
up under a share option

The period during which a share option may be exercised
is determined by the Board at its discretion, save that such
period shall not be longer than 10 years from the date of

grant.

The minimum period for which a share option
must be held before it can be exercised
As determined by the Board upon the grant of a share

option.

The amount payable on acceptance of a share
option and the period within which payments
shall be made

A non-refundable nominal consideration of HK$10.00 is
payable by the grantee upon acceptance of a share option,
where the grantee should accept or decline the offer of
grant of a share option within the date as specified in the
offer letter issued by the Company, being a date not later

than 28 days from the date upon which it is made.

(D)

(E)

(F)

(G)
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(H) The basis of determining the exercise price

0

The exercise price of a share in respect of any particular
share option granted under the share option scheme shall
be a price determined by the Board in its absolute discretion
but in any event will not be less than the highest of: (i) the
closing price of the shares as stated in the daily quotations
sheet of the Stock Exchange on the date of grant, which
must be a business day; (ii) the average closing price of the
shares as stated in the daily quotations sheets of the Stock
Exchange for the five business days immediately preceding
the date of grant; and (iii) the nominal value of the share on

the date of grant.

The remaining life of the share option scheme
The share option scheme shall be valid and effective for a
period of 10 years from 10 August 2011, being the adoption
date, until 9 August 2021.

EQUITY-LINKED AGREEMENTS
Save for (i) the 65,090,000 outstanding share options granted

under the share option schemes; (ii) the 98,500,000 non-

redeemable convertible preference shares allotted and issued

in accordance with the sale and purchase agreement dated 13

November 2009, no equity-linked 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
ended 31 March 2018.
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PURCHASE, SALE OR REDEMPTION OF THE

COMPANY'’S LISTED SHARES
During the year ended 31 March 2018, there were no purchase,
sale or redemption of the Company's listed securities by the

Company or any of its subsidiaries.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Articles
of Association or the laws of the Cayman Islands, which would
oblige the Company to offer new shares on a pro-rata basis to

existing shareholders.

FIVE YEAR FINANCIAL SUMMARY

A summary of the published results and of the assets, liabilities
and non-controlling interests of the Group for the last five
financial years, as extracted from the audited consolidated
financial statements and restated as appropriate, is set out on
page 232. This summary does not form part of the audited

consolidated financial statements.

RELATED PARTY TRANSACTIONS
Certain connected transactions which are significant are also
disclosed as related party transactions (see Note 44 to the

consolidated financial statements).

CONNECTED TRANSACTION
Pursuant to Chapter 20 of the GEM Listing Rules, the following
as defined in the GEM

Listing Rules and are required to be disclosed in the annual report

transaction is a “Connected Transaction”

of the Company.

HUA XIA HEALTHCARE HOLDINGS LIMITED ANNUAL REPORT 2017/2018

= ——

WME HEXMOF LT LHEMG

BE-Z-—NE=ZA=+—HLEEE &) T
HEFTMAMBEARTEBEE HEFBEE AR
Az EHES

BEiBhE

ARERARREERES AAUREREERA T
AOBRERRREVREFROZEBLBRE
ZHTE °

AFMBERE

BALEMBRFEAKEECHRZXERE
E -BERFEREZHEENE232H - FH
ERNAZELELREUBRER URNEE
BRTHEHES WHBEASFEELGREUE
Hakz—

e

MEALXH
ETEABERSFOHERBEAL
(REABBHHEMT44) -

x5

REX 5
RIEGEMLEWRAIE20E  FHRFHBGEME
FRAFREZ [BERS | BRARAZE
BRWE -

(!

|||l‘ |
I



i

|

!

T

"

Acquisition of Future Health

On 27 April 2017, Sino Business, as purchaser, a wholly-owned
subsidiary of the Company, entered into the sale and purchase
agreement with Vanhal, as vendor, a company wholly-owned
by Mr. Yung Kwok Leong, the father of Mr. Yung Ka Chun, an
executive Director, in relation to the acquisition of the entire
issued share capital of Future Health and the shareholder’s loan at
the consideration of HK$2,091,500.

Mr. Yung Kwok Leong, father of Mr. Yung Ka Chun who is an
executive Director and one of the substantial shareholder of the
Company, and is thus a connected person on the part of the
Company under the GEM Listing Rules.

For more details, please refer to the section headed “Management
Discussion and Analysis — Material acquisitions and disposals of
subsidiaries and affiliated companies” in this report, and the
announcement of the Company dated 27 April 2017.

i
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REMUNERATION POLICY

The remuneration policy of the employees of the Group is set
up by the Remuneration Committee and is based on merit,
qualifications and competence of employees.

The remuneration policies of the Directors are decided by the
Remuneration Committee having regard to the Group's operating
results, individual performance and comparable market statistics.

CORPORATE GOVERNANCE

The Company has applied the code provisions set out in the Code
on Corporate Governance Practices (the “CG Code”) contained
in Appendix 15 to the Listing Rules. Since its listing on the Stock
Exchange, the Company has complied with the code provisions of
the CG Code for the year ended 31 March 2018.

SUFFICIENCY OF PUBLIC FLOAT

According to the information that is publicly available to the
Company and within the knowledge of the directors of the
Company, the percentage of the shares which are in hands of the
public exceeds 25% of the total number of issued shares as at the
date of this report.
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EVENTS AFTER THE END OF THE REPORTING
PERIOD
Details of significant event occurring after the reporting period are

set out in Note 50 to the consolidated financial statement.

INDEMNITY OF DIRECTORS

A permitted indemnity provision that provides for indemnity
against liability incurred by Directors is currently in force and was
in force throughout the year ended 31 March 2018.

BUSINESS REVIEW

Further discussion and analysis of these activities as required by
Schedule 5 to the Companies Ordinance, including a discussion
of the principal risks and uncertainties facing the Group and an
indication of likely future developments in the Group's business,
can be found in the section headed “Management Discussion
and Analysis” this report. The above section form part of this

Directors’ Report.

REVIEW OF THE FINAL RESULTS BY AUDIT
COMMITTEE

The Group's audited consolidated financial results for the year
ended 31 March 2018 were reviewed by the Audit Committee,
which was of the opinion that the preparation of such results
complied with the applicable accounting standards and

requirements and that adequate disclosures has been made.
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AUDITORS
The consolidated financial statements of the Group for the year ZAEBEBEZE-_Z—N\F=A=+—HILEFEZ
ended 31 March 2018 were audited by HLB Hodgson Impey #EMBEHRREHABEGFSHASHKFAERL
Cheng Limited who will retire at the forthcoming annual general RER BEABRITIRREBFAELER

meeting and being eligible, offer themselves for reappointment. B UFeEERBEERESEE-
On behalf of the Board RERESS

Jiang Tao 1T B A8 &

Chief Executive Officer BE

Hong Kong, 25 June 2018 BB ZE-N\FEXAZTEHH
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INDEPENDENT AUDITORS REPORT
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Hodgson Impey Cheng Limited

TO THE SHAREHOLDERS OF
HUA XIA HEALTHCARE HOLDINGS LIMITED
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Hua Xia
Healthcare Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 75 to
231, which comprise the consolidated statement of financial
position as at 31 March 2018, and the consolidated statement of
profit or loss and other comprehensive income, the consolidated
statement of changes in equity and the consolidated statement of
cash flows 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 2018, 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 (“HKSAs"”) issued by the HKICPA. Our
responsibilities under those standards are further described in
the Auditors’ 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.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the
consolidated financial statements of the current period. 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.
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Key audit matter
RAEFHER

Impairment assessment on goodwill

R E

Refer to Notes 21 and 22 to the consolidated financial

statements

F2HGRAMBRMRME21R22

The Group has goodwill of approximately HK$52,307,000
relating to provision of general hospital services in the
PRC as at 31 March 2018. The management performed
impairment assessment on goodwill allocated to each
cash generating units and concluded that impairment
loss on goodwill of approximately HK$94,779,000 was
recognised.

RZZB-NE=ZA=+—0 ' EBE5EEERTERHLKR
EHERRE 2HEHR52,307,0008 - EEEEH S
BEEXReELEUNBBRETREN G LEHSHER
8 R B 518 4994,779,00058 7T °

This conclusion was based on value-in-use model that
required significant management judgement with respect
to the discount rate and the underlying cashflows, in
particular future revenue growth and capital expenditure.
Independent external valuation were obtained in order to
support management’s estimates

ZEBDERNERBEEEREMEL ZREEREEIFTZ
ZREFERERE LEHRARUBERREAFAXIZE
REEBBHE BRI ERBIML CREBLIIBMAE
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How our audit addressed the key audit matter
EFETEFNVEERE8MSEEH

Our procedures in relation to management’s
impairment assessment on goodwill included:

FREEE-BERENGZRFERE:

o Evaluation of independent value's competence,
capabilities and objectively;

e MEBMMREEMNELE EOIRFEME

o Assessing the methodologies used and the
appropriateness of the key assumptions based on
our knowledge of the relevant industry and using
our valuation experts;

o FHMEFIEAMAEURENBETEINBERFA
HEERFHNEIEREINBEEE

o Challenging the reasonableness of key
assumption based on our knowledge of the
business and industry; and

e HRAREMUEBRTEINBMELNEIER

RPEEM R

[N

o Checking, on a sampling basis, the accuracy and
relevance of the input data used.

e HWEBRESTRERFMEABABBHN AR

We found the assumptions were supported by available

evidence.

BHBRBRBREUVSBERXE-
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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 auditors’ report thereon (the “Other Information”).

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 THE DIRECTORS
AND THE AUDIT COMMITTEE 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.
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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.

The Audit Committee is responsible for overseeing the Group's

financial reporting process.

AUDITORS’ 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 auditors’ report that includes our opinion. We report
our opinion solely to you, as a body, 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.
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As part of an audit in accordance with HKSAs, we exercise
professional judgment and maintain professional skepticism

throughout the audit. We also:

o 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.

o 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.

o Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related

disclosures made by the directors.

o 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 auditors’ 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 auditors’ report. However, future events
or conditions may cause the Group to cease to continue as a

going concern.
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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.

o 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 the Audit Committee 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 the Audit Committee 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, related safeguards.

From the matters communicated with the Audit Committee, 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 auditors’ 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.

INDEPENDENT AUDITORS REPORT
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The engagement director on the audit resulting in this HEBUZHEMBENETEESBAR
independent auditors’ report is Wong Sze Wai, Basilia. Eo
HLB Hodgson Impey Cheng Limited BEESsmESMARAT
Certified Public Accountants HESTHAD
Wong Sze Wai, Basilia wRIR
HEBERR - P05806
BB - N\FEXRB=+EA

Practising Certificate Number: P05806

Hong Kong, 25 June 2018
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CIX\ISOI]DAKI.'ED SWEMENT OF PROHT OR LOSSAND OTHER COMPREHENSIVE INCOME

A Ay 1R B i & K R %
O i) For the year ended 31 March 2018 BZE —E—N\F=A=t—RALLFE
=z
2018 2017
—B-N\F _"—ZT—LtF
Notes HK$'000 HK$'000
it 5 FTHET FET
Continuing operations RHEEERY
Revenue I & 7 330,455 269,515
Cost of sales HERF (175,000) (140,153)
Gross profit EH 155,455 129,362
Other revenue Hitb Wz 8 992 1,006
Other gain/(loss), net Hiblz, (E518) > F58 9 211 (233)
Selling and distribution expenses HERDIHER (66,431) (49,956)
Administrative expenses THRAX (79,091) (74,329)
Impairment loss on available-for-sale AHEEEREEZ
financial assets REEE 20 (4,973) =
Impairment loss on goodwill BEREEE 21 (94,779) (29,490)
Loss on early redemption of REBRAEEE ZEE
promissory note - (3,030)
Loss from operations BEXBEGE (88,616) (26,670)
Finance costs &M 10 (2,231) (3,115)
Loss before taxation BRRAER 11 (90,847) (29,785)
Taxation BiIR 12 (6,176) (3,577)
Loss for the year from continuing EEERBEEEEHER
operations (97,023) (33,362)
Discontinued operation ERILEEETER
Profit for the year from discontinued REEDRILEE
operation E il 15 - 39,809
(Loss)/profit for the year REE (FE) &R (97,023) 6,447
(Loss)/profit for the year BiExEE (BR) @F:
attributable to:
Owners of the Company AARHEE A (102,735) 10,208
Non-controlling interests RS 5,712 (3,761)
(Loss)/profit for the year XEE (BFR) &R (97,023) 6,447

EERBEMARA A 2017/2018 4
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(CONSOLIDATED STATEMENT OF PROAT OR LOSSAND OTHER COMPREHENSIVE INCOME

i 1R A B F At 22 W £ R

For the year ended 31 March 2018 Bl Z —E— \F=A=+—HIFE

2018 2017
ZE-N\%F —E—tF
Notes HK$'000 HK$'000
it 5 FTHET FET
Other comprehensive income/(loss) FHFEEHM2EUIA
for the year (E54R)
ltems that may be reclassified HEeEAEHoBEZB8E2
subsequently to profit or loss: A :
Change in fair value of available-for- AEEemEE2 A FE
sale financial assets 2E = (754)
Reclassification relating to ERIHEESRERE
impairment loss on REBE2EH D HE
available-for-sale financial assets 754 -
Exchange differences on translating BREBIMNEEEK 2
foreign operations E R E% 18,463 (29,603)
Release of exchange differences upon 1 H &M B 2 7 8 #E
disposal of subsidiaries fE 5 = %E - 9,731
Other comprehensive income/(loss) FEEHMB2EWA -
for the year, net of tax (E518) - MIBRIR1E 19,217 (20,626)
Total comprehensive loss AEEREGIEEE
for the year (77.,806) (14,179)
Total comprehensive loss BEFEEEZEGREHE:
for the year attributable to:
Owners of the Company RABEEB A (88,510) 1,679
Non-controlling interests FERER 10,704 (15,858)
(77,806) (14,179)
(Loss)/profit per share attributable Z2F]HEH AEHL
to owners of the Company sk (BER) &%
From continuing and discontinued SERCHRIEEZTEY
operations
— Basic and diluted —EARKREE (KRB
(HK cents per share) 14 (4.33) 0.17
From continuing operations BHEGERY
— Basic and diluted —ERKREE (ZREBAW)
(HK cents per share) 14 (4.33) (2.14)

H

The accompanying notes form an integral part of these BEM i AZEReMBEHRR2 —D -

consolidated financial statements.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
fin A B 5K P &

= i) As at 31 March 2018 R=B—\F=A=+—8
= B—a=
2018 2017
—E-N\E —E—+tF
Notes HK$'000 HK$'000
Ff=E THET FE T
Non-current assets EREEE
Property, plant and equipment ME -BERZE 16 81,496 74,576
Prepaid lease payments EAAHERE 17 22,434 21,195
Deposit for property, NE - -BREERREZRS
plant and equipment 18 2,962 -
Available-for-sale financial assets AEHEEMEE 20 2,939 7,158
Goodwill [EES 21 52,307 147,086
162,138 250,015
Current assets mEEE
Inventories 78 23 15,054 8,931
Trade and other receivables and ESREMERFIER
deposits ®E 24 43,208 41,431
Cash and cash equivalents HeRBREEEER 26 132,283 81,963
190,545 132,325
Current liabilities mEBAE
Trade and other payables B REMENTRIE 27 46,364 38,806
Bank borrowings IRITEE 28 10,000 13,081
Amounts due to non-controlling AT IR IR R 2 R E
shareholders 29 1,230 936
Tax payables FE A i 18 1,707 1,967
Convertible note o R E R 30 — 6,444
Promissory notes AR 31 1,992 =
61,293 61,234
Net current assets mEEERE 129,252 71,091
Total assets less current liabilities SERERTEAER 291,390 321,106

||||HH||:
TR
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

6 05K D

As at 31 March 2018 R=Z—N\FE=A=+—H

|

2018 2017
—E-N\%F —E—tF
Notes HK$'000 HK$'000
it 5 FHT FET
Non-current liabilities EmBAR
Promissory notes Ek;fé%i?ﬁ 31 40,705 33,021
Deferred tax liabilities ERIBEE 32 - 190
40,705 33,211
Net assets BEESE 250,685 287,895
EQUITY L =
Capital and reserves BE R R
Share capital & < 45 29,168 24,568
Reserves R 46 171,325 219,045
Equity attributable to owners of EAFIHBARGES
the Company 200,493 243,613
Non-controlling interests FRBER 50,192 44,282
Total equity gawE 250,685 287,895

The consolidated financial statements were approved and
authorised for issue by the Board of Directors on 25 June 2018

and signed on its behalf by:

Jiang Tao Yung Ka Chun

Director Director

The accompanying notes form an integral part of these

consolidated financial statements.

BEMBERRAR=-ZE—NE~NA=Z+HEBEH
EESHAERBEETE YHTIESKRESE

ER
-3¢
EE

BEMI 2 isE B2 E RS
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Attributable to the owners of the Company

-CO[\_ISOLIDATED STATEMENT OF CHANGES IN EQUITY

32 o
BB E R
For the year ended 31 March 2018 ZE=ZE— \F=ZA=+—HLEFE

FARRRARK
Sharebased ~ Convertible Non-
Share Share Capital Other Special ~ Translation payment note Statutory  Revaluation  Accumulated controlling Total
apial premium resenve reserve resenve resenve Tesenve reserve resenve resenve losses Sub Total interests equity
PLUE
{14
13 RiER fei] ARER RHER ERER fiRER THRRUER EERR {11 ] 2R i AEREE L]
HKS$'000 HK$'000 HK§'000 HK$'000 HK$'000 HKS'000 HK$'000 HK$'000 HKS$'000 HKS$'000 HK$'000 HK$'000 HKS'000 HK$'000
T TER T Tin TR T Tin TR T T T TER T Tin
(Note (a) (Note (b)) (Note (c) (Note d)
(Kl (Bfitl)) (W) (Kit)
Asat 1 April 2016 H-E-AERA-A 17,978 351,261 295610 (126,113) (6,733) 1392 12,083 1023 810 o (429345) 181,965 12,381 394,346
Other comprehensiv (ossincome KEERNAE(F8) /BN NREE
forthe year, net of tax
Buchange difeence on tansatng foeign~~ BEERERZES2E
operations - - - - - (17,506) - - - - - (17,506) (12,097) (29,603
Change i fair vlue of avalable-forsale lEEsREE AT ELE
financialasets - - - - - - - - - (154) - (754) - (154
Reease of exchange diference upon REERRATRREE2E (K1)
disposal of subsidiaries (Note 37) - - 9731 - - - - 9731 - 9731
Profitloss) or the year REERA/ () - - - - - - - - - - 10,208 10208 (3761) 6,447
Tota comprefiensie ossincoe for theyear ~ AEE2E (8)/HALE - o - - - (1715) - - - (154) 10208 1679 (15,858) (14179
Equitysetled share-ased payments HREESENRHAZR AR = - - - - 440 - - - 440 - 440
Acquiston of subsiiaies HENELR 3200 115,200 - - - - - - - - - 118400 - 118,400
Issue of share pursuant to placing, net RERERTRA 58 339 9872 - - - - - - - - - 102262 - 102262
Tranferto tatutory reenie ERTITHE - - - - - - 2119 - 79 - - -
Disposa o subsidiaries Note 37) LERBAR (K1) - - - 12613 - - - (7,695) (32,400) - (86,018) - (153553) 153.553)
Distrbution in specie (Note 13) HEAAAAR (Ki13) - (165,0%4) - - - - - - - - - (165,0%4) - (165,094)
Lapse of share opton BRERN - - - - - (144) - - 144 - - -
Dividend paid to non-contrling ntersts BhEERERRE - - - - - - - - - - - - 131 1312
At 31 March 2017 and 1 Apri 2017 H=B-t5zR=t-AR-3-t5MA-A 4568 400239 295610 = (6,733) 6,157 16,280 2537 13,501 (754) (507,790) U363 4428 28789
Other comprehensive income KEERRAEAN NREE
forthe year, net of tax
Bxchange diference on transatng BEENEHLEN2E
forelgn operations - - - - - 1341 - - - - - 1341 499 18463
Reclasification reating to impairment loss BHTRLECRERNEREY
on avallble-orsal fnancil assets EifE = - - - - - - - - 754 - 754 - 754
Loss  orthe year REERE - - - - - - - - - - (102,735) (102,735) 51 (97,003)
Tota comprehensie income for the year REERANALE - - - - 13411 - - 5 (102,735) (88510) 10,704 (77,806)
Equity-etted share-based payments HREEFEURAARE AR - - - - - - 18 - - - - 18 - 18
Deemed disposal of interest BletE-BHEAF2ER (Ka0)
in a subsidiary (note 40) - - - 551 - - - - - 551 (551) -
Issue of shares pursuant to placing, net RERERGTRE 78 4600 40,050 - - - - - - - - - 4650 - 465
Transter to statutory reserve BRTiERE - - - - - - - - 230 = 2301 = o =
Redempton of conertbe note RETERZE - - - - - - 2531 - - 1531 = = =
Lapse of share option ERE&N - - - - - - - - - - - - - -
Diidend paid to non-contrling inteest oHFERERRE - - - - - - - - - - - - (6283 (8283
Asat 31 March 2018 HZ8-\EZAZ1-A Wi W 60 5 [ 16489 - 150 o () 4 0 B
Notes: Pt EE :

(a)  The translation reserve comprises all foreign exchange differences

arising from the translation of the financial statements of operations

outside Hong Kong. The reserve is dealt with in accordance with the

accounting policies set out in Note 3.

(a)

R R EEBRREREB RN ZEE 2 HHER
RMELEZAAIMEZFE - 2R BT RBHE

S BR BE MR
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 March 2018 B ZE—ZE—NF=A=+—HIEFE

(b)

The share-based payment reserve represents the fair value of services
estimated to be received in exchange the grant of the relevant
options over the relevant vesting periods, the total of which is
based on the fair value of the options at grant date. The amount is
recognised as staff costs and related expenses with a corresponding

increase in the share-based payment reserve.

The share-based payment reserve which is expired would be released
directly to retained profits.

The convertible note reserve represents the equity components of
the convertible note issued. Convertible note issued are split into
their liability and equity components at initial recognition at the fair
values of the convertible note, which is determined by independent
qualified professional valuers.

As stipulated by the relevant People’s Republic of China (“PRC")
laws and regulations, the subsidiaries of the Company established
in the PRC shall set aside 10% of its net profit after taxation for the
statutory surplus reserve fund (except where the reserve balance
has reached 50% of the subsidiaries’ paid-up capital). The reserve
fund can only be used, upon approval by the board of directors and
by the relevant authority, to offset accumulated losses or increase

capital.

The accompanying notes form an integral part of these
consolidated financial statements.

R BER 2 S HHEERBRINEREE
HA ) P9 3K A B B AR R T ik BT S T B2 AR
BN FE HAHDUBRENIHAH 2
ATEAFEEE - ZEHEARETIRAR
HEBE R 32 - I AR FE I 0 DA R 40 5 B 2 A TR Ak
e

DG RER 2 SREEERESEERNRE
REBER]

AREEERBECRTIRREE 2 ESS
7o BBTHRREERDSEIRRATERR
REAFESRHEERERNND EAFE
HBYAERBXEGEMETE

REHEARKNE (THE]) HEERRE
B2 BE - B B AR AL 2 A8 A B B B Y B 2R 2
H10%BHREMABEERBRHEES (BRIF
REGEHROCEENBLRABREARZ50%) °
FEZSREABEBRANERMER  REESE
A AEEERTERSIEMEAR -

B zMEAZEFReUBRR2—FD-
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CONSOLIDATED STATEMENT OF CASH FLOWS
A Bl R AR

: § For the year ended 31 March 2018 ®ZE—Z—N\E=A=1+—HIFE

ety

|

2018 2017
ot RAS: —E—+F
Notes HK$'000 HK$'000
M & THET FET
CASH FLOWS FROM OPERATING BRERXBZBERE
ACTIVITIES
(Loss)/profit before taxation BELAT (B1E) R Fl (90,847) 11,309
Adjustments for: FEIEE !
Interest income FE WA (379) (520)
Interest expenses BB 10 2,231 15,899
Amortisation of prepaid lease A HERIE
payments 17 1,000 1,323
Depreciation of property, plant and ME- BRERZEITE
equipment 16 18,984 21,038
Impairment loss on available-for-sale AHEEemEEZ
financial assets P18 8 20 4,219 =
Impairment loss on available-for-sale BEREZENIEZERZ
financial assets reclassified from ARHEESREEZ
equity to profit or loss REEE 754 =
Change in fair value of derivative TEEmMI AN FEEZE
financial instruments - 301
Loss on early redemption of REEREALZEEZER
promissory note - 3,030
Loss on disposal of property, HEVXE BERSEZ
plant and equipment EiE 2 386
Loss on disposal of subsidiaries HEM B Qa2 k8 37(a) = 326
Gain on disposal of subsidiaries FEBREYDIKEENE AT
through distribution in specie Z W= 37(b) = (62,586)
Impairment loss on goodwill BEREEE 21 94,779 29,490
Impairment loss recognised in respect % & 5 & H b fE UL 518
of trade and other receivables R ZREEE 24 507 305
Reversal of impairment loss recognised 5t & 5 & H i & Ut Fi 18
in respect of trade and other R ZBEFERRD

receivables 24 (213) (113)

Equity-settled share-based payments DR EEL RGN R
B2 I 189 4,401

Operating cash inflows before EEETRHRKE

movements in working capital HER/A 31,226 24,589
(Increase)/decrease in inventories 78 (&) md (4,860) 352
Increase in trade and other receivables B 5 & H i fE g 5718 &

and deposits B8 (4,901) (99,022)
Increase/(decrease) in trade and other BE R EMENRIBEREL N~

payables G A) 9,962 (19,605)
Increase in amounts due to FE{S IR IR IR R 2 FRIE

non-controlling shareholders kYl 351 274
Net cash generated from/(used in) ¥¥KmE/ (FR)REFHE

operations 31,778 (93,412)
PRC Enterprise income tax paid BN ETEREH (6,865) (4,346)
Net cash generated from/(used in) KRS, (FTR)

from operating activities IS EEE 24,913 (97,758)

wEEREMARA D 20172018 8 Q1
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CONSOLIDATED STATEMENT OF CASH FLOWS

mablaeia®

For the year ended 31 March 2018 HZ ==&

—NF=RA=+—HIEFE

2018 2017
—E-N\F —ZT—LF
HK$'000 HK$'000
THET F&T
CASH FLOWS FROM INVESTING BRETHZHERE
ACTIVITIES
Interest received 2 W F & 379 520
Purchase of property, plant and BENL BERRE
equipment B R (17,933) (10,466)
Increase in deposits paid for property, ¥% - -BERRESD
plant and equipment B8 (3,174) -
Net cash inflow from disposal of HE—BHBARRSE
a subsidiary AAEEE ) - 9,302
Net cash outflow from NENAXSRZEE
distribution in specie T SRR - (93,334)
Proceeds from disposal of HENE RERREZ
property, plant and equipment TS =B . 4 28
Net cash outflow from acquisition of Hﬂlﬂﬁﬁﬁﬁ"‘jfﬁﬁiﬁﬂ:}}%ﬁﬁ
subsidiaries (2,092) (39,699)
Net cash used in investing activities BRETEFTRESFE (22,816) (133,649)
CASH FLOWS FROM FINANCING METDCRSRE
ACTIVITIES
Interest paid ENFE (1,176) (9,140)
Decrease in pledged bank deposits 2K IR 1T 7 7O 2 - 6,096
Dividend paid to non-controlling ENFEERRR2ZBE
shareholders ) (4,243) (1,312)
Proceeds from share issued under share REBRPEEC HTRE 2
placing, net PRI FE 44,650 102,262
Proceeds from issue of promissory notes 2177 % R85 2 {55 1E 10,000 =
Repayment of promissory notes BEERLZEE - (45,000)
Repayment of convertible note BEUBRRERE (6,500)
Proceeds from bank borrowings RITERAERE 9,428 112,115
Repayment of bank borrowings BEBRITEXR (13,671) (85, 7)
Net cash generated from financing REETHRERE TR
activities 38,488 79,744
Net increase/(decrease) in cashand HRE&RASFEHRE
cash equivalents B/ (RD)R#E 40,585 (151,663)
Cash and cash equivalents FMzHeRB&£SEER
at the beginning of the year 81,963 249,712
Effect of foreign currency exchange rate SNESEE R4 8) 2 2/ &
changes 9,735 (16,086)
Cash and cash equivalents at the end F¥ZH &R R & FEHIEH
of the year 132,283 81,963
The accompanying notes form an integral part of these MMz RAREREMBERRZ2—HD

consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

o
(
A |i1”“
(!

| ||

! Il

CORPORATE INFORMATION

The Company was incorporated in the Cayman Islands on
28 May 2001 as an exempted company with limited liability.
The shares of the Company are listed on GEM (“GEM") of The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”). The
registered office of the Company is P.O. Box 10008, Willow
House, Cricket Square, Grand Cayman KY1-1001, Cayman
Islands. The head office and principal place of business of
the Company in Hong Kong is located at 19/F., New Wing,

101 King's Road, Hong Kong.

The consolidated financial statements are presented in Hong
Kong dollars (“HK$"), which is the functional currency of
the Company, and the functional currency of most of its
subsidiaries is Renminbi (“RMB”). The consolidated financial
statements are presented in thousands of units of HK$
(HK$'000), unless otherwise stated.

The Company acts as an investment holding company while
its subsidiaries are principally engaged in the provision of
general hospital services in the People’s Republic of China
(the "PRC"). The principal activities of its subsidiaries are set
out in Note 49 to the consolidated financial statements.

As disclosed in Note 13, pursuant to a resolution of the
board of directors of the Company on 9 November 2016,
the board of directors of the Company declared a special
dividend in the form of a distribution in specie of up to
393,080,000 shares of Wanjia Group (“Wanjia Shares”),
held by the Company to the shareholders (“refer to the
definition of the Circulars issued on 27 January 2017"). The
distribution was made by way of allocating 4 Wanjia Shares
for every 25 Shares held by the Company’s shareholders
(“Distribution”).
Company retained 18,837,753 Wanjia Shares, representing

Upon completion of the Distribution, the

approximately 2.91% of the entire issued share capital of
Wanjia and the Wanjia Group will cease to be subsidiaries
of the Company. The distribution in specie by the Company
was recognised at the market price of the share of Wanjia
Group at the date of completion of the distribution.
After the distribution, the Group no longer participate in
pharmaceutical wholesale, distribution and pharmaceutical
retail chain businesses in the PRC.

For the year ended 31 March 2018 HZ =& —

7 WA 5 R W Rk

NF=ZA=+—-HLEFE

LFEH

AARR=—ZEZE—FHA=-+T\HEH
ERETAMRIA—FRERRBR AR -
RKRABBRHDEEBHERZAERQA
(TEXFrl) GEM ([GEM |) Ed o AR
RIS R RP.O. Box 10008, Willow
House, Cricket Square, Grand Cayman
KY1-1001, Cayman Islands o 48 A 7] 2 42
%ﬁ%)ﬁ&%%i%“%i&%ﬂﬁ%ﬁ%ﬁ

BEI015RHE 1918 -

FEMBRRDUADF Z2UEE

(F/%r_uj) EU'ﬁEk%BfﬁM#EAn
EEBMBARB (TAR®K]) - KR53
Ao BREMBHRRUT BT (T8

ARBAR-—EREERLQF MANBELQ
AIEERFEARKERE ([FE]) SR
HEatBRRE -HNBARAZERE
BENGEE M BHRME49 ©

AN FEI3TIRE  RIBAQATR=-F
—R"RE+-—ARLBZEZEERER K
AAEEZERRR([ZEAHAE_-ZF
—tFE—-A-t+tEERZEE])ER
UEBNARAXNDRARBAFEZRS
393,080,000 BZSERM (EEZR
BN EABRIRE - 2IRIIIZA AT KRER
BEERBHTERIREEZERDZH
NEE ([2TR]) R IRTERE AAD
FERHE 18,837,753 BER M HER
EE2HERITRAZA2I%EEES
BT BEARARZHEB AR ANAaME
H2BYD RIZEZEBRMATHD
IKERAZTERR -NDIRE NEBT
BAFTESEEYIE 2ERENSE
2 81 JE 2T o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS -
A B W e Ak M R

For the year ended 31 March 2018 B Z=ZFE— \F=ZA=+—HILEFE : =

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs")

In the current year, the Group has applied, for the first time,
the following amended HKFRSs and HKASs issued by the
HKICPA that are relevant to its operations and effective for
its accounting year beginning on 1 April 2017:

Amendments to HKAS 7 Disclosure Initiative

Amendments to Recognition of Deferred Tax Assets

HKAS 12 for Unrealised Losses
Amendments to As part of the Annual
HKAS 12 Improvements to HKRFSs 2014-
2016 Cycle

Except as described below, the application of the above
amendments to HKFRSs in the current year has had no
material impact on the Group's financial performance
and positions for the current and prior years and/or on
the disclosures set out in these consolidated financial
statements.

Amendments to HKAS 7 “Disclosure Initiative”

The Group has applied the amendments to HKAS 7
Disclosure Initiative for the first time in the current year. The
amendments require an entity to provide disclosures that
enable users of financial statements to evaluate changes
in liabilities arising from financing activities including both
changes arising from cash flows and non-cash changes.

Specifically, the amendments require the following to be
disclosed: (i) changes from financing cash flows; (ii) changes
arising from obtaining or losing control of subsidiaries
or other businesses; (iii) the effect of changes in foreign
exchange rates; (iv) changes in fair values; and (v) other
changes.

ﬁmﬁJaﬁﬁWE%ﬂﬁ
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All)

RAFE AEECEREATIHOES
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R :

= i)
Iih |
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%7%}‘: SCHEN)

BBERER BRARSEBREZ

125 (BRI A)  EBEKRBEE
BEEHER ER-ZF-—NFE
125 (BRI A) Z—F-—ARFEH
BRMBHREE
Bz EdEZ
— &2

BRT i E SN RAFERA L E B
EEAEITABAREAFERBE

FEZHBERRARRRER RUEHES

MBRRAB 2 RESESEATE-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

O

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs"”) - continued

Amendments to HKAS 7 “Disclosure Initiative”

1],,.|_*+Ji|1
f

- continued

A reconciliation between the opening and closing
balances of these items is provided in note to the financial
statements. Consistent with the transition provisions of
the amendments, the Group has not disclosed comparative
information for the prior year. Apart from the additional
disclosure in Note 43 to the financial statements, the
application of these amendments has had no impact on
the Group’s consolidated financial statements. Except as
described above, the application of the other new and
revised HKFRSs in the current year has had no material
impact on the Group’s financial performance and position
for the current and prior years and/or on the disclosures set

out in these consolidated financial statements.

For the year ended 31 March 2018 HZ ==&

7 WA 5 R W Rk

—NF=ZA=t+—-HLEFE

BRI RIEETEEMER
HEAU([FRMBEWEEN])
— ¥

FRUHEANET® (BITF) MR
g |
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T B 5 4R R Y o AR IR AS 5T A 2 B R A
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS =
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For the year ended 31 March 2018 HZ ==&

—NF=RA=+—HIEFE

2. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs"”) - continued

The Group has not early applied the following new and

revised HKFRSs that have been issued but are not yet

effective:

Amendments to
HKAS 19

Amendments to

HKAS 28

Amendments to
HKAS 28

Amendments to
HKAS 40
Amendments to HKFRSs

Amendments to HKFRS 2

Amendments to HKFRS 4

HKFRS 9

Plan Amendment, Curtailment or
Settlement?

Sale or Contribution of Assets
between an Investor and its
Associates and Joint Ventures?

As part of the Annual
Improvements to HKFRSs 2014-
2016 Cycle!

Transfer of Investment Property’

Annual Improvements to HKFRSs
2015-2017 Cycle?

Classification and Measurement
of Share-based Payment
Transactions’

Applying HKFRS 9 Financial
Instruments with HKFRS 4

Insurance Contracts’

Financial Instruments’
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2. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs"”) - continued

Amendments to HKFRS 9 Prepayment Features with Negative
Compensation?
Amendments to Sale or Contribution of Assets
HKFRS 10 and HKAS 28  between an Investor and its
Associate or Joint Venture?
HKFRS 15 Revenue from Contracts with
Customers’

Amendments to Clarifications to HKFRS 15

HKFRS 15 Revenue from Contracts with
Customers'
HKFRS 16 Leases?
HKFRS 17 Insurance Contracts*
K (IFRIC) = Int 22 Foreign Currency Transactions and
Advance Consideration’
HK (IFRIC) — Int 23 Uncertainty over Income Tax

Treatments?

Effective for annual periods beginning on or after 1 January
2018

Effective for annual periods beginning on or after 1 January
2019

Effective for annual periods beginning on or after a date to be
determined

Effective for annual period beginning on or after 1 January
2021

For the year ended 31 March 2018 HZ =& —

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS -
A B W e Ak M R

For the year ended 31 March 2018 Bl Z —E— \F=A=+—HIFE

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs"”) - continued

HKFRS 9 Financial Instruments

HKFRS 9 issued in 2009 introduced new requirements for the
classification and measurement of financial assets. HKFRS 9
was subsequently amended in 2010 to include requirements
for the classification and measurement of financial liabilities
and for derecognition, and in 2013 to include the new
requirements for general hedge accounting. Another revised
version of HKFRS 9 was issued in 2014 mainly to include
a) impairment requirements for financial assets and b)
limited amendments to the classification and measurement
requirements by introducing a fair value through other
comprehensive income measurement category for certain

simple debt instruments.
Key requirements of HKFRS 9 are described below:

o All recognised financial assets that are within the
scope of HKAS 39 Financial Instruments. Recognition
and Measurement to be subsequently measured
at amortised cost or fair value. Specifically, debt
investments that are held within a business model
whose objective is to collect the contractual cash flows,
and that have contractual cash flows that are solely
payments of principal and interest on the principal
outstanding are generally measured at amortised cost
at the end of subsequent reporting periods. All other
debt investments and equity investments are measured
at their fair values at the end of subsequent accounting
periods. In addition, under HKFRS 9, entities may make
an irrevocable election to present subsequent changes
in the fair value of an equity investment (that is not
held for trading) in other comprehensive income, with
only dividend income generally recognised in profit or

loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs"”) - continued

HKFRS 9 Financial Instruments — continued

With regard to the measurement of financial liabilities
designated as at fair value through profit or loss,
HKFRS 9 requires that the amount of change in the
fair value of the financial liability that is attributable to
changes in the credit risk of that liability is presented
in other comprehensive income, unless the recognition
of the effects of changes in the liability’s credit risk in
other comprehensive income would create or enlarge
an accounting mismatch in profit or loss. Changes
in fair value of financial liabilities attributable to
changes in the financial liabilities’ credit risk are not
subsequently reclassified to profit or loss. Under HKAS
39, the entire amount of the change in the fair value
of the financial liability designated as fair value through

profit or loss was presented in profit or loss.

In relation to the impairment of financial assets, HKFRS
9 requires an expected credit loss model, as opposed
to an incurred credit loss model under HKAS 39.
The expected credit loss model requires an entity to
account for expected credit losses and changes in those
expected credit losses at each reporting date to reflect
changes in credit risk since initial recognition. In other
words, it is no longer necessary for a credit event to

have occurred before credit losses are recognised; and
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS =

6 U 55 it 3% B G

For the year ended 31 March 2018 Bl Z —E— \F=A=+—HIFE

2. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs"”) - continued

HKFRS 9 Financial Instruments — continued

(a)

The new general hedge accounting requirements retain
the three types of hedge accounting mechanisms
currently available in HKAS 39. Under HKFRS 9,
greater flexibility has been introduced to the types of
transactions eligible for hedge accounting, specifically
broadening the types of instruments that qualify for
hedging instruments and the types of risk components
of non-financial items that are eligible for hedge
accounting. In addition, the effectiveness test has
been overhauled and replaced with the principle of
an “economic relationship”. Retrospective assessment
of hedge effectiveness is also no longer required.
Enhanced disclosure requirements about an entity’s risk

management activities have also been introduced.

Classification and measurement

The Group does not expect that the adoption of HKFRS
9 will have a significant impact on the classification
and measurement of its financial assets. It expects
to continue measuring at fair value all financial
assets currently held at fair value. Equity investments
currently held as available-for-sale will be measured
at fair value through other comprehensive income
as the investments are intended to be held for the
foreseeable future and the Group expects to apply
the option to present fair value changes in other
comprehensive income. Gains and losses recorded in
other comprehensive income for the equity investments
cannot be recycled to profit or loss when the

investments are derecognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs"”) - continued

HKFRS 9 Financial Instruments — continued

(b) Impairment
In general, the directors also anticipate that the
application of the expected credit loss model of
HKFRS 9 will result in earlier provision of credit losses
which are not yet incurred in relation to the Group’s
financial assets measured at amortised costs and other
items that subject to the impairment provisions upon
application of HKFRS 9 by the Group. However, the
directors do not anticipate that the application of
the expected credit loss model of HKFRS 9 will have
material impact to the opening accumulated losses at 1
January 2018.

Except for abovementioned, the directors anticipate that
the adoption of HKFRS 9 in the future will not have other
significant impact on amounts reported in respect of the
Group’s financial assets and financial liabilities based on an
analysis of the Group's financial instruments as at 31 March
2018.

HKFRS 15 Revenue from Contracts with Customers

HKFRS 15 was issued which establishes a single
comprehensive model for entities to use in accounting for
revenue arising from contracts with customers. HKFRS 15
will supersede the current revenue recognition guidance
including HKAS 18 Revenue, HKAS 11 Construction
Contracts and the related Interpretations when it becomes

effective.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B W e Ak M R

For the year ended 31 March 2018 BiZE—ZE— \F=ZA=+—HIFE z -

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs"”) - continued
HKFRS 15 Revenue from Contracts with Customers
- continued

The core principle of HKFRS 15 is that an entity should
recognise revenue to depict the transfer of promised goods
or services to customers in an amount that reflects the
consideration to which the entity expects to be entitled
in exchange for those goods or services. Specifically,
the Standard introduces a 5-step approach to revenue

recognition:
° Step 1: Identify the contract(s) with a customer

o Step 2: Identify the performance obligations in the

contract
o Step 3: Determine the transaction price

o Step 4: Allocate the transaction price to the

performance obligations in the contract

o Step 5: Recognise revenue when (or as) the entity

satisfies a performance obligation

Under HKFRS 15, an entity 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. Far more
prescriptive guidance has been added in HKFRS 15 to deal
with specific scenarios. Furthermore, extensive disclosures
are required by HKFRS 15.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs"”) - continued

HKFRS 15 Revenue from Contracts with Customers

|

- continued

Based on the current business model, the directors of the
Company do not expect the adoption of HKFRS 15 would
result in significant impact on the amounts reported on the
Group’s consolidated financial statements in the future.
However, there will be additional qualitative and quantitative

disclosures upon the adoption of HKFRS 15.

HKFRS 16 Leases

HKFRS 16 introduces a comprehensive model for the
identification of lease arrangements and accounting
treatments for both lessors and lessees. HKFRS 16 will
supersede HKAS 17 “Leases” and the related interpretations

when it becomes effective.

HKFRS 16 distinguishes lease and service contracts on
the basis of whether an identified assets is controlled by
a customer. Distinctions of operating leases and finance
leases are removed for lessee accounting, and is replaced
by a model where a right-of-use asset and a corresponding
liability have to be recognised for all leases by lessees, except

for short-term leases and leases of low value assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS -
A B W e Ak M R

For the year ended 31 March 2018 B ZE—ZE—NF=A=+—HIEFE

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs"”) - continued
HKFRS 16 Leases — continued

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

cash flows, respectively.

In contrast to lessee accounting, HKFRS 16 substantially
carries forward the lessor accounting requirements in HKAS
17, and continues to require a lessor to classify a lease either

as an operating lease or a finance lease.

Furthermore, extensive disclosures are required by HKFRS 16.

As at 31 March 2018, the Group has non-cancellable
operating lease commitments of HK$64,438,000 as disclosed
in Note 39. A preliminary assessment indicates that these
arrangements will meet the definition of a lease under
HKFRS 16, and hence the Group will recognise a right-
of-use asset and a corresponding liability in respect of all
these leases unless they qualify for low value or short-
term leases upon the application of HKFRS 16. In addition,
the application of new requirements may result changes
in measurement, presentation and disclosure as indicated
above. However, it is not practicable to provide a reasonable
estimate of the financial effect until the Group complete a

detailed review.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Statement of compliance

The consolidated financial statements have been prepared
in accordance with HKFRSs which is a collective term
that includes all applicable individual HKFRSs, Hong Kong
Accounting Standards (“HKASs”) and Interpretations issued
by the HKICPA.

statements include applicable disclosures required by the

In addition, the consolidated financial

Rules Governing the Listing of Securities on GEM (the “GEM
Listing Rules”) and by the disclosure requirements of the
Companies Ordinance (Chapter 622 of the Laws of Hong
Kong).

The preparation of consolidated financial statements in
conformity with HKFRSs requires management to make
judgements, estimates and assumptions that affect the
application of policies and reported amounts of assets,
liabilities, income and expenses. The estimates and
associated assumptions are based on historical experience
and various other factors that are believed to be reasonable
under the circumstances, the results of which form the basis
of making judgements about carrying values of assets and
liabilities that are not readily apparent from other sources.

Actual results may differ from these estimates.

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

periods.

For the year ended 31 March 2018 HZ =& —
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS -
A B W e Ak M R

For the year ended 31 March 2018 B Z=ZFE— \F=ZA=+—HILEFE : —

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Statement of compliance - continued

Judgements made by management in the application of
HKFRSs that have significant effect on the consolidated
financial statements and estimates with a significant risk of
material adjustments in the next year are discussed in Note 5

to the consolidated financial statements.

A summary of significant accounting policies followed by the
Group in the preparation of the financial statements is set

out below:

Basis of preparation

The measurement basis used in the preparation of the
consolidated financial statements is historical cost except
for certain financial assets (including derivative financial
instruments) and investment properties that are measured
at fair value, as explained in the accounting policies set out
below. Historical cost is generally based on the fair value of

the consideration of given in exchange for assets.

Fair value is the price that would be received to sell an

3.
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asset or paid to transfer a liability in an orderly transaction SHHEEEMSIRNBEEEMITEH
between market participants at the measurement date, ZER TwZERRATEEBRESRE
regardless of whether that price is directly observable or AEMEERNEE HEEEREREA

estimated using another valuation technique. In estimating
the fair value of an asset or a liability, the Group takes
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, leasing transactions that are within the scope of
HKAS 17, and measurements that have some similarities to
fair value but are not fair value, such as net realisable value
in HKAS 2 or value in use in HKAS 36.

FEE AEEEETREEHEENTE
AZEK -ZEFEUBHRRTIEAER
SERBEENZ A TFEULAEREE
HEBYBREERE2RAEAN R
NRERNZNRS  BBETTENE17
REEANEERGRENFERE -
ERLEEFAFEZTEER (WEE
S ERE2RN TR FENEBES
ZERISE36RMEREE) BRI

HUA XIA HEALTHCARE HOLDINGS LIMITED ANNUAL REPORT 2017/2018



H||F|H|Ii

w

|
o
|
|1,1*‘

(

! Il

"
f||'
If

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Basis of preparation — continued

In addition, for financial reporting purposes, 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:

o Level 1 inputs are quoted prices (unadjusted) in active
markets for identical assets or liabilities that the entity

can access at the measurement date;

o 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

o Level 3 inputs are unobservable inputs for the asset or
liability.

3.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and entities (including
structured entities) controlled by the Company and its

subsidiaries. Control is achieved when the Company:

o has power over the investee;

. is exposed, or has rights, to variable returns from its

involvement with the investee; and

o has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an investee
if facts and circumstances indicate that there are changes to

one or more of the three elements of control listed above.

When the Group has less than a majority of the voting
rights of an investee, it has power over the investee when
the voting rights are sufficient to give it the practical ability
to direct the relevant activities of the investee unilaterally.
The Group considers all relevant facts and circumstances
in assessing whether or not the Group's voting rights in an

investee are sufficient to give it power, including:

o the size of the Group’s holding of voting rights relative
to the size and dispersion of holdings of the other vote

holders;

o potential voting rights held by the Group, other vote

holders or other parties;
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Basis of consolidation - continued
o rights arising from other contractual arrangements;

and

o any additional facts and circumstances that indicate
that the Group has, or does not have, the current
ability to direct the relevant activities at the time that
decisions need to be made, including voting patterns at

previous shareholders” meetings.

Consolidation of a subsidiary begins when the Group obtains
control over the subsidiary and ceases when the Group loses
control of the subsidiary. Specifically, income and expenses
of a subsidiary acquired or disposed of during the year are
included in the consolidated statement of profit or loss and
other comprehensive income from the date the Group gains
control until the date when the Group ceases to control the

subsidiary.

Profit or loss and each component of other comprehensive
income are attributed to the owners of the Company and to
the non-controlling interests even if this results in the non-

controlling interests having a deficit balance.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies

into line with the Group’s accounting policies.

All intragroup assets and liabilities, equity, income, expenses
and cash flows relating to transactions between members of

the Group are eliminated in full on consolidation.

For the year ended 31 March 2018 HZ =& —

3.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B 3 SO 255 Hit 3 B Wk

NE=ZRB=+—-HLLFE
FEEABRRBE &

REaBE-&
o HMWENRHELEZEFN K

s REJEBEURE (BELARRK
BE2REEN)KRBEAEEE
AEERLEERIEEREAEH 2
RO ZEMBENEERBR

RE-—ZWBRARKRE 2HERAEE
Hﬂ’%% MBLAR zEHEEEAEEK
EZMBRR BRI RHE REF
AFFRBRHEEZ -—XWBARZHWA
KB BAKEMEZME AR 2EH
BeRBEERAEEAREZZWBAR 2
HEZRALEFAGSEERAMEE Y

BERhHEME2EKS Z2SEBRBRALQ
AEAARFEZERERS  AELEEHE
ERESHBEBAER

NMBFE BENBARZHBRREL
AR UEHESTRREAREEER S
AR

SERRRABZAEEEREE #xE
WARBXREAKEERERABHZR
SERZREREYNGERE IR
Eak e

EERBEMARA A 2017/2018 4

929



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS -
A B W e Ak M R

For the year ended 31 March 2018 HZ ==&

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Changes in the Group’s ownership interests in
existing subsidiaries

Changes in the Group’s ownership interests in subsidiaries
that do not result in the Group losing control over the
subsidiaries are accounted for as equity transactions. The
carrying amounts of the Group’s interests and the non-
controlling interests are adjusted to reflect the changes in
their relative interests in the subsidiaries. Any difference
between the amount by which the non-controlling interests
is adjusted and the fair value of the consideration paid or
received is recognised directly in equity and attributed to

owners of the Company.

When the Group loses control of a subsidiary, the profit
or loss on disposal is calculated as the difference between
(i) the aggregate of the fair value of the consideration
received and the fair value of any retained interest and
(i) the previous carrying amount of the assets (including
goodwill), and liabilities of the subsidiary and any non-
controlling interests. All amounts previously recognisesd in
other comprehensive income in relation to that subsidiary are
accounted for as if the Group had directly disposed of the
related assets or liabilities of the subsidiary (i.e. reclassified
to profit or loss or transferred to another category of equity

as specified/permitted by applicable HKFRSs). The fair value
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Business combinations

Acquisitions of businesses are accounted for using the
acquisition method. The consideration transferred in a
business combination is measured at fair value, which is
calculated as the sum of the acquisition-date fair values of
the assets transferred by the Group, liabilities incurred by the
Group to the former owners of the acquiree and the equity
interests issued by the Group in exchange for control of the
acquiree. Acquisition related costs are generally recognised

in profit or loss as incurred.

At the acquisition date, the identifiable assets acquired and
the liabilities assumed are recognised at their fair values at

the acquisition date, except that:

(i) deferred tax assets or liabilities and liabilities or
assets related to employee benefit arrangements are
recognised and measured in accordance with HKAS
12 Income Taxes and HKAS 19 Employee Benefits

respectively;

(i) liabilities or equity instruments related to share-
based payment transactions of the acquiree or the
replacement of an acquiree’s share-based payment
transactions with share-based payment transactions of
the Group are measured in accordance with HKFRS 2

Share-based Payment at the acquisition date; and

(iii) assets (or disposal groups) that are classified as held
for sale in accordance with HKFRS 5 Non-current
Assets Held for Sale and Discontinued Operations are

measured in accordance with that standard.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS -
A B W e Ak M R

For the year ended 31 March 2018 B Z=ZFE— \F=ZA=+—HILEFE : —

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Business combinations - continued

Goodwill is measured as the excess of the sum of the
consideration transferred, the amount of any non-controlling
interests in the acquiree, and the fair value of the acquirer’s
previously held equity interest in the acquiree (if any) over
the net of the acquisition-date amounts of the identifiable
assets acquired and the liabilities assumed. If, after
assessment, the net of the acquisition-date amounts of the
identifiable assets acquired and liabilities assumed exceeds
the sum of the consideration transferred, the amount of any
non-controlling interests in the acquiree and the fair value
of the acquirer’s previously held interest in the acquiree (if
any), the excess is recognised immediately in profit or loss as

a bargain purchase gain.

Non-controlling interests that are present ownership interests
and entitle their holders to a proportionate share of the
entity’s net assets in the event of liquidation may be initially
measured either at fair value or at the non-controlling
interests’ proportionate share of the recognised amounts
of the acquiree’s identifiable net assets. The choice of
measurement basis is made on a transaction-by-transaction
basis. Other types of non-controlling interests are measured
at their fair values or another measurement basis required by
another HKFRSs.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Business combinations - continued

When the consideration the Group transfers in a business
combination includes assets or liabilities resulting from
a contingent consideration arrangement, the contingent
consideration is measured at its acquisition date fair value
and included as part of the consideration transferred in
a business combination. Changes in the fair value of the
contingent consideration that qualify as measurement
period adjustments are adjusted retrospectively, with the
corresponding adjustments against goodwill. Measurement
period adjustments are adjustments that arise from
additional information obtained during the “measurement
period” (which cannot exceed one year from the acquisition
date) about facts and circumstances that existed at the

acquisition date.

The subsequent accounting for changes in the fair value
of the contingent consideration that do not qualify
as measurement period adjustments depends on how
the contingent consideration is classified. Contingent
consideration that is classified as equity is not remeasured
at subsequent reporting dates and its subsequent settlement
is accounted for within equity. Contingent consideration
that is classified as an asset or a liability is remeasured at
subsequent reporting dates in accordance with HKAS 39, or
HKAS 37 Provisions, Contingent Liabilities and Contingent
Assets, as appropriate, with the corresponding gain or loss

being recognised in profit or loss.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Goodwiill
Goodwill arising on an acquisition of a business is carried at
cost as established at the date of acquisition of the business

less accumulated impairment losses.

For the purposes of impairment testing, goodwill is allocated
to each of the Group’s cash-generating units (or groups of
cash-generating units) that is expected to benefit from the

synergies of the combination.

A cash-generating unit to which goodwill has been allocated
is tested for impairment annually, or more frequently when
there is an indication that the unit may be impaired. If the
recoverable amount of the cash-generating unit is less than
its carrying amount, the impairment loss is allocated first
to reduce the carrying amount of any goodwill allocated to
the unit and then to the other assets of the unit on a pro-
rata basis based on the carrying amount of each asset in the
unit. Any impairment loss for goodwill is recognised directly
in profit or loss in the consolidated statement of profit
or loss and other comprehensive income. An impairment
loss recognised for goodwill is not reversed in subsequent

periods.

On disposal of the relevant cash-generating unit, the
attributable amount of goodwill is included in the

determination of the profit or loss on disposal.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Discontinued operation

A discontinued operation is a component of the Group's
business, the operations and cash flows of which can be
clearly distinguished from the rest of the Group and which
represents a separate major line of business or geographic
area of operations, or is part of a single co-ordinated plan to
dispose of a separate major line of business or geographical
area of operations, or is a subsidiary acquired exclusively

with a view to resale.

When an operation is classified as discontinued, a
single amount is presented in the consolidated income
statement, which comprises the post-tax profit or loss of
the discontinued operation and the post-tax gain or loss
recognised on the measurement to fair value less costs to
sell, or on the disposal, of the disposal group constituting

the discontinued operation.

Distribution of non-cash assets to owners

Upon loss of control of a subsidiary through distribution of
shares in the subsidiary to the shareholders of the Company,
the Group (a) derecognises the assets and liabilities of the
subsidiary at their carrying amounts at the date when control
is lost; and (b) measures the distribution and the liability to
distribute non-cash assets as a dividend to its owners at the

mark price of shares in the subsidiary to be distributed.
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For the year ended 31 March 2018 Bl Z —E— \F=A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Revenue recognition

Provided it is probable that the economic benefits will flow
to the Group and revenue and costs, if applicable, can be
measured reliably, revenue is recognised in the consolidated
statement of profit or loss and other comprehensive income

as follows:

(a) Provision of services
Revenue from provision of hospital service is recognised

when the services are provided.

(b) Interest income
Interest income is recognised on a time-proportion
basis using effective interest method. When a
receivable is impaired, the Group reduces the
carrying amount to its recoverable amount, being the
estimated future cash flows discounted at original
effective interest rate of the instrument, and continues
unwinding the discount as interest income. Interest
income on impaired loans is recognised using the

original effective interest rate.

Leasing

Leases are classified as finance leases whenever the terms
of the leases transfer substantially all the risks and rewards
of ownership to the lessee. All other leases are classified as

operating leases.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued
Leasing - continued

The Group as lessee

Assets held under finance assets are recognised as assets
of the Group at their fair values at the inception of the
lease or, if lower, at the present value of the minimum
lease payments. The corresponding liability to the lessor
is included in the consolidated statement of financial
position as a finance lease obligation. Lease payments are
apportioned between finance charges and reduction of the
lease obligation so as to achieve a constant rate of interest
on the remaining balance of the liability. Finance charges are
charged directly to the consolidated statement of profit or

loss and other comprehensive income.

Rental payable under operating leases are charged to
the consolidated statement of profit or loss and other
comprehensive income on a straight-line basis over the terms
of the relevant lease. Benefits received and receivable as an
incentive to enter into an operating lease are recognised
as a reduction of rental expense over the lease term on a

straight-line basis.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS -
A B W e Ak M R

For the year ended 31 March 2018 HZ ==&

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Prepaid lease payments for land use rights

Prepaid lease payments for land use rights are stated as
cost less subsequent accumulated amortisation and any
accumulated impairment losses. The cost of interest in
leasehold land are amortised on a straight line basis over the

relevant interest in leasehold land.

Property, plant and equipment
Property, plant and equipment are stated at cost less

accumulated depreciation and impairment losses.

The cost of an asset comprises its purchase price and any
directly attributable costs of bringing the asset to its working
condition and location for its intended use. Expenditure
incurred after the property, plant and equipment have been
put into operation, such as repairs and maintenance, is
normally charged to the consolidated statement of profit
or loss and other comprehensive income in the period in
which it is incurred. In situations where it can be clearly
demonstrated that the expenditure has resulted in an
increase in the future economic benefits expected to be
obtained from the use of the property, plant and equipment,
the expenditure is capitalised as an additional cost of that

asset.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Property, plant and equipment - continued
Depreciation is provided to write off the cost of property,
plant and equipment, using the straight line method, over

their estimated useful lives. The principal annual rates are as

follows:

Building Over the lease terms
Leasehold improvements Over the lease terms
Plant and machinery 20%
Furniture, fixtures and equipment 20% to 33%
Motor vehicles 20%
Office equipment 20%

The gain or loss arising from disposal of an asset is
determined as the difference between the sale proceeds
and the carrying amount of the asset and is recognised
in the consolidated statement of profit or loss and other

comprehensive income.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost, which comprises all costs of purchase and,
where applicable, other costs that have been incurred
in bringing the inventories to their present location and
condition, is calculated using the first-in, first-out method.
Net realisable value represents the estimated selling price
in the ordinary course of business less all estimated costs

necessary to make the sale.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Trade and other receivables

Trade and other receivables are recognised initially at fair
value and subsequently measured at amortised cost using
the effective interest method, less provision for impairment.
A provision for impairment of trade and other receivables is
established when there is objective evidence that the Group
will not be able to collect all amounts due according to the
original terms of receivables. The amount of the provision
is the difference between the asset’s carrying amount and
the present value of estimated future cash flows, discounted
at the effective interest rate. The amount of the provision
is recognised in the consolidated statement of profit or loss

and other comprehensive income.

Impairment of assets (other than goodwiill,
intangible assets with indefinite lives)

At the end of each reporting period, the Group reviews the
carrying amounts of its tangible and intangible assets to
determine whether there is any indication that those assets
have suffered an impairment loss. 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.

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.
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SUMMARY OF 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 profit as reported in
the consolidated statement of profit or loss and other
comprehensive income because it excludes items of income
or expense that are taxable or deductible in other years
and it further excludes items that are never taxable and
deductible.

Deferred tax is recognised on differences between the
carrying amount of assets and liabilities in the financial
statements and the corresponding tax bases used in the
computation of taxable profit, and is accounted for using the
balance sheet liabilities method. Deferred tax liabilities are
generally recognised for all taxable temporary differences,
and deferred tax assets are recognised to the extent that it is
probable that taxable profits will be available against which
deductible temporary differences, and deferred tax assets
are recognised to the extent that it is probable that it is
probable that taxable profits will be available against which
deductible temporary differences can be utilised. Such assets
and liabilities are not recognised if the temporary difference
arises from goodwill (or negative goodwill) or from the
initial recognition (other than in a business combination) of
the other assets and liabilities in a transaction that affects

neither the tax profit nor the accounting profit.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS -
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For the year ended 31 March 2018 HZ ==&

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Taxation — continued

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries, except
where the Group is able to control the reversal of the
temporary difference will not reverse in the foreseeable

future.

The carrying amount of deferred tax assets is reviewed at the
end of each reporting period and reduced to the extent that
it is no longer probable that sufficient taxable profits will be

available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected
to apply in the period when the liability is settled or the asset
realised. Deferred tax is charged or credited to consolidated
statement of profit or loss and other comprehensive income
except when it relates to items charged or credited directly
or equity, in which case the deferred tax is also dealt within

equity.

Current and deferred tax are recognised in profit or loss,
except when they related 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. Where current tax or deferred tax arises from
the initial accounting for a business combination, the
tax effect is included in the accounting for the business

combination.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Financial instruments

Financial assets and financial liabilities are recognised on
the consolidated statement of financial position when the
Group becomes a party to the contractual provisions of
the instruments. Financial assets and financial liabilities are
initially measured at fair value. Transaction costs that are
directly attributable to the acquisition or issue of financial
assets and financial liabilities (other than financial assets
and financial liabilities at fair value through profit or
loss) are added to or deducted from the fair value of the
financial assets or financial liabilities, as appropriate, on
initial recognition. Transaction costs directly attributable to
the acquisition of financial assets or financial liabilities at
fair value through profit or loss are recognised immediately
in the consolidated statement of profit or loss and other

comprehensive income.

Financial assets

The Group’s financial assets are classified into loans and
receivable and financial assets at fair value through profit
or loss (“FVTPL"). The classification depends on the nature
and purpose of the financial assets and is determined at the
time of initial recognition. All regular purchases or sales of
financial assets are recognised and derecognised on a trade
date basis. Regular purchases or sales are purchases or sales
of financial assets that require delivery of assets within the
time frame established by regulation or convention in the

marketplace.
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For the year ended 31 March 2018 B Z=ZFE— \F=ZA=+—HILEFE : =

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Financial instruments - continued

Financial assets — continued

Effective interest method

The effective interest method is a method of calculating
the amortised cost of a debt instrument and of allocating
interest income over the relevant period. The effective
interest rate is the rate that exactly discounts estimated
future cash receipts (including all fees and points paid or
received that form an integral part of the effective interest
rate, transaction costs and other premiums or discounts)
through the expected life of the debt instrument, or, where
appropriate, a shorter period, to the net carrying amount on

initial recognition.

Income is recognised on an effective interest basis for debt
instruments other than those financial assets classified as at
FVTPL.

Financial assets at fair value through profit or loss (“FVTPL")

Financial assets are classified as at FVTPL when the financial

asset is either held for trading or it is designated as at FVTPL.

A financial asset is classified as held for trading if:

o it has been acquired principally for the purpose of
selling in the near future; or

] on initial recognition it is a part of an identified
portfolio of financial instruments that the Group
manages together and has a recent actual pattern of

short-term profit-taking; or

o it is a derivative that is not designated and effective as

a hedging instrument.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Financial instruments - continued

Financial assets — continued

Financial assets at fair value through profit or loss (“FVTPL")
- continued

A financial asset other than a financial asset held for trading

may be designated as at FVTPL upon initial recognition if:

o such designation eliminates or significantly reduces a
measurement or recognition inconsistency that would

otherwise arise; or

o the financial asset forms part of a group of financial
assets or financial liabilities or both, which is managed
and its performance is evaluated on a fair value basis,
in accordance with the Group’s documented risk
management or investment strategy, and information
about the grouping is provided internally on that basis;

or

o it forms part of a contract containing one or more
embedded derivatives, and HKAS 39 Financial
instruments: Recognition and Measurement permits
the entire combines contract (asset or liability) to be
designated as at FVTPL.

Financial assets at FVTPL are stated at fair value, with any
gains or losses arising on remeasurement recognised in
profit or loss. The net gain or loss recognised in profit or loss
incorporates and dividend or interest earned on the financial

asset and is included in the “other revenue”.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Financial instruments - continued

Financial assets — continued

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted
in an active market. At the end of each reporting period
subsequent to initial recognition, loans and receivables are
carried at amortised cost using the effective interest method,

less any identified impairment losses.

An impairment loss is recognised in consolidated statement
of profit or loss and other comprehensive income when
there is objective evidence that the asset is impaired, and
is measured as the difference between the assets’ carrying
amount and the present value of the estimated future cash
flows discounted at the original effective interest rate.
Impairment losses are reversed in subsequent periods when
an increase in the asset’s recoverable amount can be related
objectively to an event occurring after the impairment losses
were recognised, subject to a restriction that the carrying
amount of the asset at the date the impairment losses
reversed do not exceed what the amortised cost would have

been had the impairment losses not been recognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Financial instruments - continued

Financial assets — continued

Effective interest method

The effective interest method is a method of calculating
the amortised cost of a financial liability and of allocating
interest expense over the relevant period. The effective
interest rate is the rate that exactly discounts estimated
future cash payments (including all fees and points paid or
received that form an integral part of the effective interest
rate, transaction costs and other premiums or discounts)
through the expected life of the financial liability, or where
appropriate, a shorter period, to the net carrying amount on

initial recognition.

Interest expense is recognised on an effective interest basis

other than financial liabilities classified as at FVTPL.

Financial liabilities and equity

Financial liabilities and equity instruments issued by a group
entity are classified according to the substance of the
contractual arrangements entered into and the definitions of

a financial liability and an equity instrument.

An equity instrument is any contract that evidences a
residual interest in the assets of the Group after deducting
all of its liabilities. The Group’s financial liabilities are
generally classified into other financial liabilities. The
accounting policies adopted in respect of financial liabilities

and equity instruments are set out below.
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For the year ended 31 March 2018 B Z=ZFE— \F=ZA=+—HILEFE : —

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

3.

FEEMHBRBE &

Financial instruments — continued eMIA—#&
Financial liabilities and equity — continued EHMABRREKE IR
Classification as debt or equity T HEBEES B

Debt and equity instruments issued by a group entity
are classified as either financial liabilities or as equity
in accordance with the substance of the contractual
arrangements and the definitions of a financial liability
and an equity instrument. An equity instrument is any
contract that evidences a residual interest in the assets of
the Group after deducting all of its liabilities. The Groups
financial liabilities are generally classified into other financial
liabilities. The accounting policies adopted in respect of

financial liabilities and equity instruments are set out below.
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Other financial liabilities Ht£@E =

Other financial liabilities are subsequently measured at HihEmEBEHECABERF R EikE
amortised cost, using the effective interest method. SHRLANGT & ©

Effective interest method BRFZFEE

The effective interest method is a method of calculating
the amortised cost of a financial liability and of allocating
interest expense over the relevant period. The effective
interest rate is the rate that exactly discounts estimated
future cash payments (including all fees and points paid or
received that form an integral part of the effective interest
rate, transaction costs and other premiums or discounts)
through the expected life of the financial liability, or where
appropriate, a shorter period, to the net carrying amount on

initial recognition.

BERAZEDHECREEZBERS
REEBHBIRAMERI S % - BR
NEDREBEBZAGFFHAR (NE
R BIRHE  ERTRATRRREEN
A (BEERERNENAHRE D 2 —
DENREREBARFE RXERARHE
B ERITER) AL RAN 2 REFE
ZR=R

HUA XIA HEALTHCARE HOLDINGS LIMITED ANNUAL REPORT 2017/2018



H||F|H|Ii

=

i

{
myry
|
|1|1“

O

! Il

fl'
|||

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Financial instruments - continued

Financial liabilities and equity - continued

Convertible notes

Convertible notes issued by the Company that contain
both financial liability and equity components are classified
separately in respective liability and equity components
on initial recognition. On initial recognition, the fair
value of the liability component is determined using the
prevailing market interest of similar non-convertible debts.
The difference between the proceeds of the issue of the
convertible notes and the fair value assigned to the liability
component, respecting the embedded call option for the
holder to convert the bond into equity, is included in equity
(convertible notes reserve).
In subsequent periods, the liability component of the
convertible notes is carried at amortised cost using
the effective interest method. The equity component,
represented by the option to convert the liability component
into ordinary shares of the Company, will remain in
convertible notes reserve until the embedded option is
exercised (in which case the balance stated in convertible
notes reserve will be transferred to share capital and share
premium). Where the option remains unexercised at the
expiry date, the balance stated in convertible notes reserve
will be released to the retained profits. No gain or loss
is recognised in the consolidated statement of profit or
loss and other comprehensive income upon conversion or

expiration of the option.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS -
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For the year ended 31 March 2018 B Z=ZFE— \F=ZA=+—HILEFE : —

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

3.

FEEMHBRBE &

Financial instruments — continued EMTHR-—&
Financial liabilities and equity — continued EHMABRREKE IR
Convertible notes — continued A 18 IR Z 1% —

Transaction costs that relate to the issue of the convertible
notes are allocated to the liability and equity components

in proportion to the allocation of the proceeds. Transactions

?éﬁTﬁHﬁEETFﬁEEZT&%JﬁZF BTG
REZ BB EEBERER D - &
BMNEBECRERASEERATRR

costs relating to the equity component are charged directly ZERBEANKR BESBERZIRZ K
to convertible notes reserve. Transaction costs relating to At ABBEBHZRESEE LA AEER

the liability component are included in the carrying amount
of the liability portion and amortised over the period of the

convertible notes using the effective interest method.

MEBFERITRBRRBEHRA T A

Equity instruments BRATA

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

Financial guarantee contract MBREHEEH

A financial guarantee contract is a contract that requires
the issuer to make specified payments to reimburse the
holder for a loss it incurs because a specified debtor fails to
make payment when due in accordance with the original or
modified terms of debt instrument. A financial guarantee
contract issued by the Company and not designed as at fair
value through profit or loss is recognised initially at its fair
value less transaction costs that are directly attributable to

the issue of the financial guarantee contract.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Financial instruments - continued

Derecognition

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire,
or when it transfers the financial asset and substantially all
the risks and rewards of ownership of the asset to another
entity. If the Group neither transfers nor retains substantially
all the risks and rewards of ownership and continues
to control the transferred asset, the Group continues
to recognise the asset to the extent of its continuing
involvement and recognises and associated liability. If
the Group retains substantially all the risks and rewards
of ownership of a transferred financial asset, the Group
continues to recognise the financial asset and also recognises

a collateralised borrowing for the proceeds received.

On derecognition of a financial asset in its entirety, the
difference between the asset’s carrying amount and the
sum of the consideration received and receivable and
the cumulative gain or loss that had been recognised in
other comprehensive income and accumulated in equity is

recognised in profit or loss.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Financial instruments - continued

Derecognition — continued

On derecognition of a financial asset other than in its
entirety, the Group allocates the previous carrying amount
of the financial asset between the part it continues to
recognise, and the part it no longer recognises on the basis
of the relative fair values of those parts on the date of
the transfer. The difference between the carrying amount
allocated to the part that is no longer recognised and the
sum of the consideration received for the part no longer
recognised and any cumulative gain or loss allocated to it
that had been recognised in other comprehensive income
is recognised in profit or loss. A cumulative gain or loss
that had been recognised in other comprehensive income is
allocated between the part that continues to be recognised
and the part that is no longer recognised on the basis of the

relative fair values of those parts.

The Group derecognises financial liabilities when, and only
when, the Group's obligations are discharged, cancelled or
expire. The difference between the carrying amount of the
financial liability derecognised and the consideration paid

and payable is recognised in profit or loss.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Foreign currencies

In preparing the financial statements of each individual
group entity, transactions in currencies other than the
entity’s functional currency (foreign currencies) are
recognised at the rates of exchange prevailing at the dates
of the transactions. At the end of the reporting period,
monetary items denominated in foreign currencies are
retranslated at the rates prevailing at that date. Non-
monetary items carries at fair value that are denominated in
foreign currencies are retranslated at the rates prevailing at
the date when the fair value was determined. Non-monetary
items that are measured in terms of historical cost in a

foreign currency are not retranslated.

Exchange differences on monetary items are recognised in

profit or loss in the period in which they arise except for:

o exchange differences on foreign currency borrowings
relating to assets under construction for future
productive use, productive use, which are included in
the cost of those assets when they are regarded as an
adjustment to interest costs on those foreign currency

borrowings;

o exchange differences on transactions entered into in

order to hedge certain foreign currency risks; and

o exchange differences on monetary items receivable
from or payable to a foreign operation for which
settlement is neither planned nor likely to occur
(therefore forming part of the net investment in the
foreign operation), which are recognised initially in
other comprehensive income and reclassified from
equity to profit or loss on repayment of the monetary

items.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS -
A B W e Ak M R

For the year ended 31 March 2018 HZ ==&

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Foreign currencies - continued

For the purpose of presenting the Financial Information, the
assets and liabilities of the Group's foreign operations are
translated into the presentation currency of the Group (i.e.
Hong Kong dollars) using exchange rates prevailing at the
end of each of the Track Record Period. Income and expense
items are translated at the average exchange rates for the
period, unless exchange rates fluctuate significantly during
the period, in which case the exchange rates at the dates
of the transactions are used. Exchange differences arising,
if any, are recognised in other comprehensive income and
accumulated in equity under the heading of foreign currency
translation reserve (attributed to non-controlling interests as

appropriate).

Goodwill and fair value adjustments to identifiable assets

3.
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and liabilities assumed through acquisition of a foreign EcEBEzEBRAFERAZEBWRIE
operation are treated as assets and liabilities of the foreign ZNBEEB2EERES UREREH
operation and translated at the rate of exchange prevailing ReEXBRE - HUEEZ2ELEZBRIR
at the end of each reporting period. Exchange differences Ht 2 E A AT

arising are recognised in other comprehensive income.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Current assets and liabilities

Current assets are expected to be realised within twelve
months of the end of the reporting period or in the normal
course of the Group’s operating cycle. Current liabilities are
expected to be settled within twelve months of the end of
the reporting period or in the normal course of the Group's

operating cycle.

Contingent liabilities and contingent assets

A contingent liability is a possible obligation that arises from
past events and whose existence will only be confirmed by
the occurrence or non-occurrence of one or more uncertain
future events not wholly within the control of the Group.
It can also be a present obligation arising from past events
that is not recognised because it is not probable that outflow
of economic resources will be required or the amount
of obligation cannot be measured reliably. A contingent
liability is not recognised but is disclosed in the notes to the
financial statements. When a change in the probability of an
outflow occurs so that outflow is probable, they will then be

recognised as a provision.

A contingent asset is a possible asset that arises from past
events and whose existence will be confirmed only by the
occurrence or non-occurrence of one or more uncertain
future events not wholly within the control of the Group.
A contingent asset is not recognised but is disclosed in
the notes to the financial statements when an inflow of
economic benefits is probable. When inflow is virtually

certain, an asset is recognised.

For the year ended 31 March 2018 HZ =& —
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS -
A B W e Ak M R

For the year ended 31 March 2018 Bl Z —E— \F=A=+—HIFE

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Cash and cash equivalents

For the purpose of the consolidated statement of cash
flows, cash and cash equivalents comprise cash on hand and
demand deposits, and short term highly liquid investments
which are readily convertible into known amounts of cash
and which are subject to an insignificant risk of changes
in value, and have a short maturity of generally within
three months when acquired, less bank overdrafts which
are repayable on demand and form an integral part of the

Group’s cash management.

For the purpose of the consolidated statement of financial
position, cash and cash equivalents comprise cash on
hand and at banks, including term deposits, which are not

restricted to use.

Provisions

Provisions recognised when the Group has a present
obligation (legal or constructive) as a result of a past event
and it is probable that an outflow of resources will be
required to settle the obligation, and a reliable estimate of
the amount of the obligation can be made. Provisions are
reviewed at the end of each reporting period and adjusted
to reflect the current best estimate. Where the effect of the
time value of money is material, the amount of a provision
is the present value at the end of the reporting period
of the expenditures expected to be required to settle the

obligations.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Employee benefits

Salaries, annual bonuses, paid annual leave, leave passage
and the cost to the Group of non-monetary benefits are
accrued in the period in which the associated services are
rendered by employees of the Group. Where payment or
settlement is deferred and the effect would be material,

these amounts are stated at their present values.

Contributions to Mandatory Provident Funds as required
under the Hong Kong Mandatory Provident Fund Schemes
Ordinance and to the state-managed retirement benefits
schemes for the employees of the Group’s overseas entities
are recognised as an expense in the consolidated statement
of profit or loss and other comprehensive income as

incurred.

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.

Defined contribution plans are post-employment benefit
plans under which the Group pays fixed contributions into
separate entities such as social security plans in the PRC,
and the Group has no legal or constructive obligation to
pay further contributions of any of the funds do not hold
sufficient assets to pay all employee benefits relating to
employee services in the current and prior periods. The
Group’s contributions to defined contribution plans are

recognised in the financial year to which they relate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS -
A B W e Ak M R

For the year ended 31 March 2018 B Z=ZFE— \F=ZA=+—HILEFE : —

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

3.

FEEMHBRBE &

Employee benefits — continued EREF -
Share-based payment expenses UEGEERARZAT
The fair value of share options granted to employees is RYEECEREZATENERS —

recognised as an employee cost with a corresponding
increase in a capital reserve within equity. The fair value
is measured at the grant date using the binominal lattice
model, taking into account the terms and conditions upon
which the options were granted. Where the employees have
to meet vesting conditions before becoming unconditionally
entitled to the share options, the total estimated fair value of
share options is spread over the vesting period, taking into

account the probability that the options will vest.

During the vesting period, the number of share options
that is expected to vest is reviewed. Any adjustment to the
cumulative fair value recognised in prior years is charged/
credited to the consolidated statement of profit or loss and
other comprehensive income for the year of the review,
unless the original employee expenses qualify for recognition
as an asset, with a corresponding adjustment to the capital
reserve. On vesting date, the amount recognised as an
expense is adjusted to reflect the actual number of share
options that vest (with a corresponding adjustment to the
capital reserve) except where forfeiture is only due to not
achieving vesting conditions that relate to the market price
of the Company's shares. The equity amount is recognised in
the capital reserve until either the option is exercised (when
it is transferred to the share premium account) or the option

expires (when it is released directly to retained profits).
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Borrowing costs

Borrowing costs are interests and other costs incurred in
connection with the borrowing of funds. All borrowing costs
are charged to the consolidated statement of profit or loss
and other comprehensive income in the period in which the

costs are incurred.

Segment reporting

Operating segments, and the amounts of each segment item
reported in the financial statements, are identified from the
financial information provided regularly to the Group’s most
senior executive management for the purposes of allocating
resources to, and assessing the performance of, the Group’s

various lines of business and geographical locations.

Individually material operating segments are not aggregated
for financial reporting purposes unless the segments have
similar economic characteristics and are similar economic
characteristics and are similar in respect of the nature of
products and services, the nature of production processes,
the type of class of customers, the methods used to
distribute the products or provide the services, and the
nature of the regulatory environment. Operating segments
which are not individually material may be aggregated if they

share a majority of these criteria.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS -
A B W e Ak M R

For the year ended 31 March 2018 B Z=ZFE— \F=ZA=+—HILEFE : —

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Impairment of financial assets

Financial assets, other than those at financial assets at fair
value through profit or loss, are assessed for indicators of
impairment at the end of each reporting period. Financial
assets are impaired where there is objective evidence that, as
a result of one or more events that occurred after the initial
recognition of the financial asset, the estimated future cash
flows of the financial assets have been impacted.

For all other financial assets, objective evidence of

impairment could include:

(a) significant financial difficulty of the issuer or

counterparty; or

(b) default or delinquency in interest or principal

payments; or

(c) it becoming probable that the borrower will enter

bankruptcy or financial re-organisation; or

(d) the disappearance of an active market for that financial

asset because of financial difficulties.

3.
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For certain categories of financial asset, such as trade BETEIZERMERE (HINE Z EWR
receivables, assets that are assessed not to be impaired BH)MS HAATSEBELEBREZE

individually are subsequently assessed for impairment on
a collective basis. Objective evidence of impairment for
a portfolio of receivables could include the Group’s past
experience of collecting payments, an increase in the number
of delayed payments in the portfolio past the average credit
period of 7 to 90 days, observable changes in national or
local economic conditions that correlate with default on

receivables.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

Impairment of financial assets — continued

For financial assets carried at amortised cost, an impairment
loss is recognised in profit or loss when there is objective
evidence that the asset is impaired, and is measured as the
difference between the asset’s carrying amount and the
present value of the estimated future cash flows discounted

at the original effective interest rate.

For financial assets carried at cost, the amount of the
impairment loss is measured as the difference between
the asset’s carrying amount and the present value of the
estimated future cash flows discounted at the current market
rate of return for a similar financial asset. Such impairment

loss will not be reversed in subsequent periods.

The carrying amount of the financial asset is reduced by
the impairment loss directly for all financial assets with the
exception of trade receivables, where the carrying amount
is reduced through the use of an allowance account.
Changes in the carrying amount of the allowance account
are recognised in profit or loss. When a trade receivable
is considered uncollectible, it is written off against the
allowance account. Subsequent recoveries of amounts

previously written off are credited to profit or loss.

For financial assets measured at amortised cost, if, in a
subsequent period, the amount of impairment loss decreases
and the decrease can be related objectively to an event
occurring after the impairment losses was recognised, the
previously recognised impairment loss is reversed through
profit or loss to the extent that the carrying amount of
the asset at the date the impairment is reversed does not
exceed what the amortised cost would have been had the

impairment not been recognised.
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For the year ended 31 March 2018 Bl Z —E— \F=A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. TE®HBFEHE-—15

POLICIES - continued

Related Parties Transactions REALTEZS
A party is considered to be related to the Group if: EASKEREE2ALTIE:
(@) A person or a close member of that person’s family is (@) fM—BALTHZALTRERTHRRK

related to the Group if that person:

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

(i) has significant influence over the Group; or

(iii) is a member of the key management personnel of

the Group or of a parent of the Group.

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

conditions applies:

(i) 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).
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For the year ended 31 March 2018 B ZE—ZE—NF=A=+—HILELFE

{
i
|
|'|,1J

(

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. XE®MHBFREE-—#&
POLICIES - continued
Related Parties Transactions — continued REALXZS -
(b)  An entity is related to the Group if any of the following by HMBTHER —EEEBHEHASE
conditions applies: — continued EEEE: &

(iliy Both entities are joint ventures of the same third (i) MEEBEEEBER-—BE=FH
party. CR-—FNEIE

(iv) One entity is a joint venture of a third entity and (ivy —HERRE=FEBNSE
the other entity is an associate of the third entity. REARE—BERRE=FER

R EgE = A F] e

(v) The entity is a post-employment benefit plan for (v) ZEBIDUAREERAEEER
the benefit of employees of either the Group or EERCEERZTRANES
an entity related to the Group. If the Group is BARBERGE - REE KR
itself such a plan, the sponsoring employers are SBEERE RUHERZE
also related to the Group. FREREEERE-

(vi) The entity is controlled or jointly controlled by a (vi) ZEBZE(QEMNATEFRN
person identified in (a). H[EEH o

(vii) A person identified in (a) (i) has significant (viil BQ()VEMWALTHZEREE
influence over the entity or is a member of the FESBZER (BZE
key management personnel of the entity (or of a RBYBQAR)EEEEBAEN
parent of the entity). RE -

(viii) The entity, or any member of a group of which (vii) BEIGAEP—BZ2EAE
it is a part, provides key management personnel BREATBAERSANEE
services to the Group or to the Group's parent. BARREETEEEE ASR

7& o
Close family members of an individual are those family RE-ATzEBYREREREFERAZE
members who may be expected to influence, or be %2Aiﬁﬁ§‘§g?ﬁﬁ?-igﬁiﬁ’\‘§ﬁﬂ%§a§
influenced by, that person in their dealings with the entity. HENERARKERE
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For the year ended 31 March 2018 Bl Z —E— \F=A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3.

POLICIES - continued

Related Parties Transactions — continued

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

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

and

(c) dependants of that person or that person’s spouse or
domestic partner. A transaction is considered to be a
related party transaction when there is a transfer of

resources and obligations between related parties.

A transaction is considered to be a related party transaction
when there is a transfer of resources or obligations between

related parties.

|

FEEMHBRBE &

MEALES-#&
(a) BATZFLREBIREMHSE:

(b)) BATEBIREH#RBRZFLZ IR
(0 BALTIZATERBIREFELE

ENAT BAEL2HERERN
BEENRE HERBELSRS

HEL2EEEERIEENRS  #H1R
ABEELTRS-

4. FINANCIAL INSTRUMENTS 4. &€MTH
Categories of financial instruments EMIRRM
2018 2017
—E—N\E —E—tF
HK$'000 HK$'000
Ti#T FE&T
Financial assets EMEE
Available-for-sale financial assets BAFEFTEZ
— at fair value fﬁtﬂ’iﬁﬁﬂ’ﬁé 2,939 7,158
Loans and receivables B R EWFR
(including cash and cash equivalents) (@Tﬁﬁﬁ&ﬁﬁ%ﬁlﬁ B) 154,103 109,230
Financial liabilities eRMAR
Amortised cost 1 85 A A 98,406 91,260
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FINANCIAL INSTRUMENTS - continued

Financial risk management objectives and policies
The Group's activities expose it to a variety of financial
risks: market risk (including currency risk and interest rate
risk), credit risk and liquidity risk. The Group’s overall risk
management programme focuses on the unpredictability
of financial markets and seeks to minimise potential
adverse effects on the Group's financial performance. The
management manages and monitors these exposures to
ensure appropriate measures are implemented on a timely

and effective manner.

(a) Market risk
The Group's activities expose it primarily to the
financial risks of changes in foreign exchange rates and

interest rates.

Market risk exposures are measured using sensitivity

analysis.

There has been no change to the Group's exposure to
market risks or the manner in which it manages and

measures the risk.

Foreign currency risk management

The Group has minimal exposures to foreign currency
risk as most of its business transactions, assets and
liabilities are principally denominated in the functional
currencies of the respective subsidiaries. The Group
currently does not have a foreign currency hedging
policy in respect of foreign currency transactions,
assets and liabilities. The Group will monitor its foreign
currency exposure closely and will consider hedging
significant foreign currency exposure should the need

arise.
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For the year ended 31 March 2018 B ZE—ZE—NF=A=+—HILELFE
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4. FINANCIAL INSTRUMENTS - continued

Financial risk management objectives and policies

- continued
(a) Market risk - continued (a) THEEE—#&
Interest rate risk management FUF 7 e & 2

The Group is also exposed to market interest rate risk
mainly in relation to floating rate bank borrowings
(Note 28). The Group's cash flow interest rate risk is
mainly concentrated on the fluctuation of benchmark
interest rate published by the People’s Bank of China

arising from the Group’s RMB denominated borrowing.

The Group has not used any interest rate swaps to
hedge its exposure to interest rate risk. However, the
management monitors interest rate risk exposure and
will consider hedging significant interest rate exposure

should the need arise.

Sensitivity analysis

The sensitivity analysis below have been determined
based on the exposure to interest rates for non-
derivative instruments at the end of the reporting
period. For variable-rate borrowings, the analysis is
prepared assuming the amount of liability outstanding
at the end of the reporting period was outstanding for
the whole year. A 50 basis point increase or decrease is
used when reporting interest rate risk internally to key
management personnel and represents management's
assessment of the reasonably possible change in

interest rates.

If interest rates had been 50 basis points higher/
lower and all other variables were held constant, the
Group’s profit for the year ended 31 March 2018
would decrease/increase by approximately HK$47,144
(2017: HK$43,650). This is mainly attributable to the
Group’s exposure to interest rates on its variable rate

borrowings during the year ended 31 March 2018.

AEETHEETZEZBHAERR
THEREARzTSANZRER (M
28) AKEZHEREFNRE R E
EETRAEEUARETEZE
EELAZHPEARBITOMZEE
A RE B o

NG I A R R e HI L
REE Rz FIRER AT EEE
SEZNRER YERFTERFZ
BEHE R RE R -

BBE DI
TXZHRBRESHIIRBIFTET
BERBERRAEAR 2FZEMRE
E-BFEBEMS RN IERER
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EEFENGREE - RARIE
EEREASHENREAFIIRAM
RS0E B H 5 B I 8 A 5F 4k 7 2
BEHR A RS-

MFIEEFH THRSOER MAE
Hth#2HFTE AAEEEE
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FINANCIAL INSTRUMENTS - continued
Financial risk management objectives and policies
- continued

(b) Credit risk

As at 31 March 2018 and 2017, 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 arising from:

o the carrying amount of the respective recognised
financial assets as stated in the consolidated

statement of financial position; and

o the carrying amount of the respective pledged
investment properties and prepared lease
payments as stated in the consolidated statement

of financial position.

The Group's concentration of credit risk by
geographical location mainly arised in the PRC. As at
31 March 2018, the Group’s concentration of credit
risk by customers is approximately 80.4% of trade
receivables due from the Group's five largest customers
(2017: 83.9%).

In order to minimise the credit risk, the management
of the Group has delegated a team responsible for
determination of credit limits, credit approvals and
other monitoring procedures to ensure that follow-up
action is taken to recover overdue debts. In addition,
the Group reviews the recoverable amount of each
individual’s trade debt and debt investments at the
end of each reporting period to ensure that adequate
impairment losses are made for irrecoverable amounts.
In this regard, the directors of the Company consider

that the Group's credit risk is significantly reduced.
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For the year ended 31 March 2018 HZ ==&

(c)
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—NF=RA=+—HIEFE

4. FINANCIAL INSTRUMENTS - continued
Financial risk management objectives and policies
- continued
(b) Credit risk - continued

The credit risk on liquid funds is limited because the
counterparties are banks with high credit ratings

assigned by international credit-rating agencies.

Other than concentration of credit risk on liquid funds
which are deposited with several banks with high credit
ratings, the Group does not have any other significant
concentration of credit risk. Trade and other receivables
consist of a large number of customers, spread across

diverse industries.

Liquidity risk management

Ultimate responsibility for liquidity risk management
rests with the board of directors, which has built an
appropriate liquidity risk management framework
for the management of the Group’s short, medium
and long-term funding and liquidity management
requirements. The Group manages liquidity risk by
maintaining adequate reserves, banking facilities and
reserve borrowing facilities, by continuously monitoring
forecast and actual cash flows and matching the

maturity profiles of financial assets and liabilities.

As at 31 March 2018, the Group has available
unutilised short and medium term bank loan facilities
of approximately HK$8,750,000 (2017: HK$3,834,000)
respectively.

i
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

4. FINANCIAL INSTRUMENTS - continued

Financial risk management objectives and policies

— continued

(c)

Liquidity risk management - continued

The following tables detail the Group’s remaining
contractual maturity for its financial liabilities as well
as derivative and certain non-derivative financial assets
which are included in the maturity analysis provided
internally to the key management personnel for the
purpose of managing liquidity risk. For non-derivative
financial assets, the tables have been drawn up based
on the undiscounted contractual maturities of the
financial assets including interest that will be earned
on those assets except where the Group anticipates
that the cash flow will occur in a different period. For
non-derivative financial liabilities, the tables reflect the
undiscounted cash flows of financial liabilities based on
the earliest date on which the Group can be required
to pay. The tables include both interest and principa
cash flows.

For the year ended 31 March 2018 HZ =& —
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For the year ended 31 March 2018 B ZE—ZE—NF=A=+—HIEFE

4. FINANCIAL INSTRUMENTS - continued 4. EMIR-#&
Financial risk management objectives and policies MEREREEARRBE &
- continued
(c) Liquidity risk management - continued () MEBELEAREERE-&
At 31 March 2018 R-2—N\F=R=+—H
Weighted
average
effective Total
interest Within 2to Over undiscounted Carrying
rate 1 year 5 years 5years  cash flows amount
mEEY E330)
ERflE —FR —EL§ BALE HeRENE BEE
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
% TR THT T THET TET
Non-derivative financial liabilities 3% &R &
Trade and other payables EaREMERKE - 44,479 - - 44,479 44,479
Bank borrowings BITEE 6.09 10,574 - - 10,574 10,000
Amounts due to B FERERHE
non-controlling interests - 1,230 - - 1,230 1,230
Promissory notes RLER 434 2,000 43,000 - 45,000 42,697
58,283 43,000 - 101,283 98,406
At 31 March 2017 R-ZEBE—tF=ZA=1+—H
Weighted
average
effective Total
interest Within 2to Over  undiscounted Carrying
rate 1 year 5 years 5 years cash flows amount
MELH RER
ERFIE —£R —Z2nf% BRIF ReRBLAE REE
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
% TER TEx TH TEL TEL
Non-derivative financial liabilities FTESRER
Trade and other payables B RAMEMNRE - 37,778 = = 37,778 37,778
Bank borrowings RiTEE 6.53 13,623 - - 13,623 13,081
Amounts due to EAEERERE
non-controlling interests - 936 - - 936 936
Convertible note TRRRE 10.97 6,500 - - 6,500 6,444
Promissory note AR RE 3.0 - 35,000 - 35,000 33,021
58,837 35,000 - 93,837 91,260
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FINANCIAL INSTRUMENTS - continued

Fair value measurements

f

The following note provides information about how the
Group determine fair values of various financial assets and

financial liabilities

Fair value of the Group’s financial assets and financial
liabilities that are measured at fair value on recurring
basis

The following table gives information about how the fair

For the year ended 31 March 2018 HZ =& —

B 3 SO 255 Hit 3 B Wk

NF=ZA=+—-HLEFE

MR -&

AFEEE

BUT MR 4R 470 B A SR I 0 T L %
SRMEERSMABEATEZEH

BEMEELATFEHAEZFRESR
RERSMARZILATFE

TREHEBUANEEZSEREER

value of these financial assets and financial liabilities are SRBEZATFEZEN (REMS &
determined (in particular, the valuation techniques and input BRERAMAZEAZIE)
used).

Fair value  Valuation techniques and

Fair value as at hierarchy key inputs
RUTHHZAFE QFEER [MEFPEREEBANE
31 March 31 March
2018 2017
—B-N\F _—T-tF
=A=t+-H =A=t-H
HK$'000 HK$'000
FET THET
Financial assets
SMEAE
Available-for-sale financial assets 2,939 7,158 Level 1 Quoted bid prices in
an active market
AtHESREE F1R RERTS 2RE

During the years ended 31 March 2018 and 2017, there REBEE-_Z-N\FER=-_ZF—tF=AH
=S+—HLEFE csHEERSRBRES
1B RFE2R2ELBAFEF2EE B

WHEABEIREARE L -

were no transfers of fair value measurements between Level
1 and Level 2, and there were no transfers into or out of

Level 3 for both financial assets and financial liabilities.
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For the year ended 31 March 2018 B ZE—ZE—NF=A=+—HIEFE

4. FINANCIAL INSTRUMENTS - continued 4.

Fair value measurements - continued

Fair value of the Group’s financial assets and financial
liabilities that are not measured at fair value on
recurring basis

Except as detailed in the following table, the directors
consider that the carrying amounts of financial assets and
financial liabilities recorded in the consolidated financial

statements approximate to their fair values.

MR -&
LFEE-&
EHEBHRBEEU LT EGBZERE
CHRERGMARZLTFE

ESRB BRTRAFMLEIN  FTARE
BEBRATHEEREREBEZRT
EREAFERE-

As at 31 March 2018 As at 31 March 2017
R-Z—N\F=A=+—H R=-ZE—tF=A=+-—-H
Carrying Carrying
amount Fair value amount Fair value
REE LFE BRTEE NEE
HK$'000 HK$'000 HK$'000 HK$'000
THER TER FTART FTART
Financial liabilities eMmAR
Convertible note IR E B - - 6,444 6,455
Promissory notes AHEE 42,697 37,986 33,021 27,388
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FINANCIAL INSTRUMENTS - continued

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 stakeholders 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 debt (which
includes bill payables, bank borrowings, promissory notes
and convertible note), cash and cash equivalents and equity
attributable to equity holders of the Company, comprising

issued share capital and reserves.

B 3 SO 255 Hit 3 B Wk

For the year ended 31 March 2018 B ZE—ZE—NF=A=+—HILELFE

eMI AR

BEEBRER
AEBERHERUBRASE 2EE
BEFELEE TEBBLLEBRERS
BARRTRERALHR RBEFE X
EECERERRESTE-

FEBzEFEREREER (ETEERE
REE - RITEE ARZBRAUBLRKRE
B) RERREEEERBRA L AER
FEARGEREN (BEERTRARRH
&) -

Gearing ratio HEERAMRLILE
The gearing ratios at 31 March 2018 and 2017 were as A—E-—NER-ZF—tF=A=+—
follows: HeEEBBLEROT:
2018 2017
—E—)\F —E—+tEF
HK$'000 HK$'000
THT FET
Debt (note (a)) B (MizE(a)) 52,697 52,546
Cash and cash equivalents BekREeEEER (132,283) (81,963)
Net debt BT N/A &R N/A & A
Equity (note (b)) B (KfEE(b)) 200,493 243,613
Gearing ratio EESB/EER N/A &R N/A T iE A
Notes: B &

(@) Debt comprises bank borrowings, convertible note and
promissory notes as detailed in Notes 28, 30 and 31
respectively.

(b)  Equity includes all capital and reserves of the Group.

(a) EXBEERITEE TRREBERAR
= F B2 RIEAK 28 - 30Kk31 ©

(b) BRABEASEFBEARRE-

EERBEMARA A 2017/2018 4
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For the year ended 31 March 2018 Bl Z —E— \F=A=+—HIFE

5. KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the process of applying the Group’s accounting policies
which are described in Note 3, management has made
certain key assumptions concerning the future, and other
key sources of estimation uncertainty at the end of the
reporting period, that may have a significant risk in causing
a material adjustment to the carrying amounts of assets and

liabilities within the next financial year, are discussed below:

(a) Estimated impairment of goodwiill
The Group performs annual tests on whether there has
been impairment of goodwill in accordance with the
accounting policy stated in Note 3. The recoverable
amounts of cash-generating units are determined
based on value-in-use calculations. 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 value-in-use calculations.

HEHAREERZEERR

AT M R 3T 2 0 I SRR
EREEFHETABARZEERR
URRBEMR 2 TREREZH
foEBARR - HEH T REHT — B K
FTEABNSERAGHREARE B
BT

(a)

[k FAT T g A
REBRBENMEIZETTHEE
BEFHBERGHEREREETH
A-BREELEBENUZARBESETY
REEAFEEAEMEE %S
*%ﬁiﬁ%ﬁﬁ%%ﬁZ*%ﬁ

B BAMRREH 2 EERRBRR
u&ﬁ@ﬁﬁ%¢%ﬁﬁ§ﬁ@z
R
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

5. KEY SOURCES OF ESTIMATION
UNCERTAINTY - continued

(b)

(c)

Impairment of trade receivables

The aged debt profile of trade debtors is reviewed on a
regular basis to ensure that the trade debtor balances
are collectible and follow up actions are promptly
carried out if the agreed credit periods have been
exceeded. However, from time to time, the Group may
experience delays in collection. Where recoverability of
trade debtor balances are called into doubts, specific
provisions for bad and doubtful debts are made
based on credit status of the customers, the aged
analysis of the trade receivable balances and write-off
history. Certain receivables may be initially identified
as collectible, yet subsequently become uncollectible
and result in a subsequent write-off of the related
receivable to the consolidated statement of profit or
loss and other comprehensive income. Changes in the
collectability of trade receivables for which provisions

are not made could affect our results of operations.

Useful lives of property, plant and equipment
In accordance with HKAS 16, the Group estimates the
useful lives of property, plant and equipment in order
to determine the amount of depreciation expenses to
be recorded. The useful lives are estimated at the time
the asset is acquired based on historical experience, the
expected usage, wear and tear of the assets, as well
as technical obsolescence arising from changes in the
market demands or service output of the assets. The
Group also perform annual reviews on whether the

assumptions made on useful lives continue to be valid.
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For the year ended 31 March 2018 Bl Z —E— \F=A=+—HIFE

5. KEY SOURCES OF ESTIMATION
UNCERTAINTY - continued

(d) Business combination
The recognition of business combinations requires the
excess of the purchase price of acquisitions over the
net book value of assets acquired to be allocated to
the assets and liabilities of the acquired entity. The
Group makes judgements and estimates in relation
to the fair value allocation of the purchase price. If
any unallocated portion is positive it is recognised as
goodwill and if negative, it is recognised in the income

statement.

(e) Impairment of non-current assets
If a triggering event occurs indicating that the carrying
amount of an asset may not be recoverable, an
assessment of the carrying amount of that asset will
be performed. Triggering events include significant
adverse changes in the market value of an asset,
changes in the business or regulatory environment, or
certain legal events. The interpretation of such events
requires judgement from management with respect
to whether such an event has occurred. Upon the
occurrence of triggering events, the carrying amounts
of non-current assets are reviewed to assess whether
their recoverable amounts have declined below their
carrying amounts. The recoverable amount is the
present value of estimated net future cash flows which
the Group expects to generate from the future use of
the asset, plus the assets residual value on disposal.
Where the recoverable amount of non-current assets
is less than its carrying value, an impairment loss is
recognised to write the assets down to its recoverable

amount.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

5. KEY SOURCES OF ESTIMATION
UNCERTAINTY - continued

(f)

Income taxes and deferred taxation

The Group is subject to income taxes in different
jurisdictions. Significant judgements are required
in determining the provision for income tax. There
are many transactions and calculations for which
the ultimate tax determination is uncertain during
Where the final

tax outcome of these matters is different from the

the ordinary course of business.

amounts that were initially recorded, such differences
will impact the income tax and deferred tax provisions

in the period in which such determination is made.

Deferred tax assets relating to certain temporary
differences and tax losses are recognised when
management considers to be probable that future
taxable profit will be available against which the
temporary differences or tax losses can be utilised. The

outcome of their actual utilisation may be different.
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For the year ended 31 March 2018 B Z=ZFE— \F=ZA=+—HILEFE : =
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5. KEY SOURCES OF ESTIMATION 5. M FREEERZEERE
UNCERTAINTY - continued — 8
(h) BREEXZBZLAFEZHE

(h) Measurement of fair value of equity-settled

transactions

The Company operates share option schemes under
which employees (including directors) of the Group

receive remuneration in the form of share-based

RAFRBBRESE Bt AK
HES (BEES) URHONTRRZ
MBI -BS 2 AR A

BERXGHWRADREREEBRNA
transactions with employees is measured by reference FE - E R EE KRR ER R
to the fair value at the date at which they are granted, MEERZMAE - BEAKAE  ERE
RER AR FEIZ INER 5 - 72 PRAS IR HF 2
BETZHEANER - REREH
AEHRBA ﬁﬂiﬁﬂﬁﬂﬁdﬂ%*&ﬁﬁ #®
REFEANBEBRAZ EAEE
HEBHRRAREARBNRAT
BB WEREMRE-

payment transactions. The cost of these equity-settled

using assumptions including expected volatility and
risk free interest rate. Such cost is recognised, together
with a corresponding increase in equity, over the
period in which the service conditions are fulfilled.
The cumulative expense recognised for equity-settled
transactions at the end of each reporting period
until the vesting date reflects the extent to which
the vesting period has expired and the Group’s best
estimate of the number of equity instruments that will

ultimately vest.
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SEGMENT INFORMATION

Information reported internally to the chief operating
decision maker for the purpose of resource allocation and
assessment of segment performance focuses on types
of goods or services delivered or provided. The Group is
principally engaged in provision of general hospital services
in the PRC.

In prior year, Wanjia Group Holdings Limited (“Wanjia
Group”), which is engaged in pharmaceutical wholesale,
distribution and pharmaceutical retail chain businesses in the
PRC, is considered as an operating segment and is presented
as discontinued operations of the Group upon completion of

the distribution in specie on 2 March 2017.

For the year ended 31 March 2018, the Group only engaged
in provision of general hospital services in the PRC. No
analysis of the Group's results, assets and liabilities of other
reportable segment is presented. The single operating
segment is reported in a manner consistent with the internal

reporting provided to the chief operating decision makers.
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For the year ended 31 March 2018 HZ ==&

6.

—NF=RA=+—HIEFE

SEGMENT INFORMATION - continued

Segment revenue and result
For the year ended 31 March 2017

SRR RRER
BE_FT—tF=AZ=+—HL=EE

Continuing Discontinued
operations operation
SECEER BRIEREEK
Pharmaceutical
wholesale and
Provision of distribution and
general pharmaceutical
hospital retail chain
services business Total
EMRBBR
AR
REGEM EZYNEE
B I AR5 B E £ @it
HK$'000 HK$'000 HK$'000
TET TET TEx
Revenue i &
External sales HOMEE 269,515 938,031 1,207,546
Results KR
Segment results PEER 22,932 (3,759) 19,173
Loss on early redemption of promissory note REBOAZZEZEFE (3,030)
Impairment loss on goodwill BENESE (29,490) = (29,490)
Loss on disposal of a subsidiary HE-HHBARZER - (326) (326)
Gain on disposal of subsidiaries through distribution ERENDRLE
in specie WEADZ i - 62,586 62,586
Unallocated other revenue and income A7 B 2 E At g R A 1,175
Unallocated corporate expenses ARz EELH (22,880)
Profit from operations BEER A 27,208
Finance costs HKEH (15,899)
Profit before taxation BR B A& A 11,309
Taxation B8 (4,862)
Profit for the year REEEF 6,447
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 March 2018 HZ =& —

SEGMENT INFORMATION - continued

Segment assets and liabilities

As at 31 March 2017

6.

B 3 SO 255 Hit 3 B Wk

NF=ZA=+—-HLEFE

DREAH-&
SERERAR
R-2—t¥=A=+—8H

Continuing
operations
B R L
Provision of
general
hospital
services Total
REZEEMHE
B P Bl 7% s
HK$'000 HK$'000
F#& T FET
Consolidated statement of FeMBRAE
financial position
Assets BE
Segment assets DHEEE 367,874 367,874
Unallocated corporate assets AROBZEEE 14,466
Consolidated total assets REEEHAE 382,340
Liabilities a8
Segment liabilities DEEE 50,650 50,650
Convertible note R EE 6,444
Promissory note A HEE 33,021
Deferred tax liabilities EERIBEE 190
Unallocated corporate liabilities AoBzEEE 4,140
Consolidated total liabilities LheaEEs 94,445

EERBEMARA A 2017/2018 4
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS -
A B W e Ak M R =

For the year ended 31 March 2018 i E=E— \F=A=+—HILEE = _ i

6. SEGMENT INFORMATION - continued 6. Qﬁﬁﬂ ]

Other segment information Htt 3 MEH
For the year ended 31 March 2017 BE_T—tF=A=+—HLEE

Discontinued

Continuing operations operation
FESEER BRI REEH

Pharmaceutical
wholesale and

Provision of distribution and
general pharmaceutical
hospital retail chain
services Unallocated business Total
EHBER
ik
REGEM EZYEE
Bk R ADE BHEER @it
HK$'000 HK$'000 HK$'000 HK$'000
Ti#Ex TET TET Ti#Ex
Other information Hitt g R}
Capital expenditure* ERRZ* 4,852 - 5,614 10,466
Depreciation e 8,773 6,839 5,426 21,038
Amortisation of prepaid BARERERS
lease payments 979 - 344 1,323
Gain/(loss) on disposal of property, HENE BEREEZ
plant and equipment Wi/ (EE) (1) = 387 386
Impairment loss recognised HE 5 RH MK IERER
in respect of trade and ZHEFE
other receivables 305 - - 305
Reversal of impairment loss HE 5 RH LG IERER
recognised in respect of ZREFERE
trade and other receivables (113) - - (113)
Change in fair value of derivative TESMIEATERE
financial instruments 301 - - 301
Loss on disposal of subsidiary HEMBLARZEE - - 326 326
Gain on disposal of subsidiaries ERENARKEEHBEA R
through distribution in specie Z W& - = (62,586) (62,586)
i3 Capital expenditure consists of additions to property, plant s EXBMZEREIENE BERRZE

and equipment.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

|1,1*‘

i

i

! Il

SEGMENT INFORMATION - continued

For the year ender 31 March 2017, the accounting policies
of the reportable segments are the same as the Group's
accounting policies described in Note 3. Segment results
represent the profit generated by each segment without
allocation of finance costs, loss on early redemption of
promissory note, loss on disposal of subsidiaries, gain on
disposal of subsidiaries through distribution in specie, other
corporate revenue, income and expenses and taxation. This
is the measure reported to the chief operating decision
maker for the purpose of resource allocation and assessment

of segment performance.

For the purposes of monitoring segment performance and

allocating resources between segments:

o all assets are allocated to reportable segments other

than unallocated corporate assets. Unallocated
corporate assets mainly include part of property, plant
and equipment, cash and bank balances of the central
administration companies. Goodwill is allocated to

reportable segments as described in Note 21.

o all liabilities are allocated to reportable segments
other than unallocated corporate liabilities, promissory
note, convertible note and deferred tax liabilities.
Unallocated corporate liabilities mainly include
the accruals and other payables of the central

administration companies.

For the year ended 31 March 2018 HZ =& —

7 WA 5 R W Rk

NF=ZA=+—-HLEFE

PHEH-&
BE-_Z—tF=A=+—HLFE 7
BED B2 BERER 3 2 A&
EET R B DEEBESIBEL
ZaA A RMBEER - REEEAR
EBEZER -HEMBARZER 28
BV REENBAR WG Hib b3
W WARBXUARBIEZDE L5
RERSBERPBREFGROEIELE

REEREZFTE -
MEZESBRERSIESBEERMNS

e BRAIBZLREEN IEEE
HWIBEEAHREI B - Ao BE 2t
REETEZRREPREEDQT 2
D% BERRE BRERRITE
BR o SLANPHRE2 1 Pl - BB S B E
AR E DM

s BRARIBZLXAEBE -ALRE T
ﬁ%%ﬁ&ﬁﬁﬁﬁﬁ%%’ﬁﬁ
BEHIEEATRED R *
ZEHXEBRTERFERRE 7
Zﬁﬁﬁﬁﬁﬂmﬁﬁﬂﬁ°
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B W e Ak M R

For the year ended 31 March 2018 BiZE—ZE— \F=ZA=+—HIFE z -

6. SEGMENT INFORMATION - continued 6. Qﬁgﬁ ﬁa

H\!

Geographical information BHEEH

The Group's operations are mainly located in the PRC. All of REBZEBREENVATRE - AEE 2T
the Group’s Revenue is derived from customers based in the BHRHEHRBFBEZEF

PRC.

The following is an analysis of the carrying amount of non- UTAREEMEMEI N ZERBEE
current assets excluded available-for-sale financial assets (TEFAHEESREE2,939,000
of approximately HK$2,939,000 (2017: HK$7,158,000) B (ZZ—+%:7,158,0008T) ) 2
analysed by the geographical area in which the assets are BREED

located:

Carrying amount of

non-current assets

FRDREZIREE
2018 2017
—E-N\%¥ —E—+tF
HK$'000 HK$'000
T#ET FET
Hong Kong BE 42 7,573
PRC HE 159,157 235,284
159,199 242,857
Information about major customers FREXEERZEH
For the years ended 31 March 2018 and 2017, no single BE_Z-N\FR-Z—tF=R=+—
customer contributed 10% or more to the Group’s Revenue. HIEFE IS8 —2FHASEz WG
BRE10%3 L £ o
Revenue from major services and products REETERBRESZERZ
The Group's revenue from its major services and products AEBREETERBERERZIBES
was stated in Note 7 to the consolidated financial RS ERRMEET o

statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B 3 SO 255 Hit 3 B Wk

For the year ended 31 March 2018 B ZE—ZE—NF=A=+—HILELFE

7. REVENUE 7. k&
Revenue represents the aggregate of the net invoiced value s BRI AT A’IE%I%LHH%ELBZ&FEHQ
received and receivable from third parties in connection FERZFEHEEELE (NREE
with provision of general hospital services, after allowances Zi#) °$$IZHQEZH$EZZU—FZ
for returns and trade discounts. An analysis of the Group's
revenue is as follows:
2018 2017
—B-N\F —E—+F
HK$'000 HK$'000
TET FERT
Provision of general hospital services RS M B R 330,455 269,515
8. OTHER REVENUE 8. Htulhz
2018 2017
ZE-N\%¥ —E—+tF
HK$'000 HK$'000
FET FET
Bank interest income RATH B YA 379 192
Loan interest income ERF B WA - 198
Sundry income MBI A 613 616
992 1,006

R M AR A A 2017/2018 £ 155



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B W e Ak M R

For the year ended 31 March 2018 BiZE—ZE— \F=ZA=+—HIFE z -

9. OTHER GAIN/(LOSS), NET 9. Ktk ~(EE1R) B
2018 2017
—E-N\%F —E—tF
HK$'000 HK$'000
T#&TT FET
Exchange loss [E 5, UK & — (46)
(Loss)/gain on disposal of property, HENE BER
plant and equipment REZ (BB Wi (2) 1
Change in fair value of PTESMIAEC AT EEZE
derivative financial instruments - (301)
Reversal of impairment loss recognised E 5 Kk H i EWFRIE
in respect of trade and other receivables R Z B EFERER 213 113
211 (233)
10. FINANCE COSTS 10. HHEH
2018 2017
8- N\F —E—LF
HK$'000 HK$'000
THET FHBT
Interest on: LUTIEEZFE:
— bank borrowings —iRITEE 555 1,068
— convertible note (Note 30) — B IRERE (MEE30) 70 663
— promissory notes (Note 31) — & HZE (MEE31) 1,606 1,384
2,231 3,115
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B W5 e Ak M R

For the year ended 31 March 2018 B ZE—ZE—NF=A=+—HILELFE

(

o

11. LOSS BEFORE TAXATION 1. BRRAER
Loss before taxation has been arrived at after charging: PRELAIES B T &M T 5 & 13
2018 2017
—B-—N\F —ZT—tF
HK$'000 HK$’000
THET FET
Continuing operation HIEEERY
Directors’ remuneration (Note 33) EEME (KMFEE33) 5,359 6,380
Other staff’s retirement benefits scheme Hih & T 2B IAK1E 5 EHE X
contributions 10,078 8,053
Other staff costs Hih 8 T A 76,724 62,748
Other staff share-based payment expenses HE TURGDAEER 2
ENEE 127 2,938
92,288 80,119
Auditors’ remuneration Z B AN B &
— Audit services — &5t IR 450 450
— Non-audit services —EHFF R - 600
Loss on early redemption of promissory note 2% B[ #& i Z4& ~ 518 - 3,030
Impairment loss on available-for-sale AHEHEeRERE 2 RERE
financial assets 4,973 -
Impairment loss on goodwill (Note 21) EEREEE (ME21) 94,779 29,490
Impairment loss recognised in respect of TE 5 K H i EWRIE
trade and other receivables R ZREESE 507 305
Cost of inventories sold EEFEERA 90,748 68,449
Amortisation of prepaid lease payments FENEERIEEH 1,000 979
Depreciation of property, plant and Y BMERRERTE
equipment 18,984 15,612
Operating lease rentals in respect of FRLtHREF2REEHERS
land and buildings 19,249 14,491
Equity-settled share based payment VARE = S E 30 LR 9
RERZNER 189 4,401

R E AR A A 2017/2018 6 157
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS —

6 U 55 it 3% B G

For the year ended 31 March 2018 HZ ==&

~N\FZA=t+-BLEFE : —_—

12. TAXATION 12. R\
The Group is subject to income tax on an entity basis on AEEDNREBBEASEREARME
profits arising or derived from the jurisdictions in which RREREREEEARRBEZAEEER
members of the Group are domiciled and operate. Provision ZnFBHEEBMFEE - HitibhE 2 &
on profits assessable elsewhere has been calculated at the AR EE D REASEEXKFMER
rates of tax prevailing in the countries in which the Group R2BRBEA REREAZREMRITHR
operates, based on existing legislation, interpretations and R &
practices in respect thereof.
2018 2017
—B-N\F —Z=—tF
HK$'000 HK$'000
THERT FERT
Current tax: BOEAFH 18 :
— PRC Enterprise Income Tax —HEIERESH 6,474 4,106
— Over-provision in prior year - FEBBERE (108) =
Deferred tax: IEFERLIE
— Current year credit (Note 32) —ARFEEER (MaE32) (190) (529)
6,176 3,577
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12. TAXATION - continued

A reconciliation of the income tax expense applicable to loss
before taxation using the statutory rate for the location in
which the Company and its subsidiaries are domiciled to the

tax expense at the effective tax rate are as follows:

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B 3 SO 255 Hit 3 B Wk

__'—: For the year ended 31 March 2018 B ZE—ZE—NF=A=+—HILELFE

12. RIR—#&
BAD TR E B A T R R B E i 9 5F
BB R 5B P BB AT 5 18 1 FT 12 B
B EREER RN ER MY
BT

2018 2017
—B-N\F _"—ZT—LtF
HK$'000 HK$'000
FET FHET
Loss before taxation BRI E 1B (90,847) (29,785)
Notional tax on profit before tax, HERREERE R EERE
calculated at rates applicable to profits in & A) 2B Rt & = BRF Al
the tax jurisdiction concerned A2 BERIE (12,523) (7,295)
Tax effect of expenses and income not FAHIR S B A 2 H X
deductible or taxable for tax purposes RRAZB TS E 19,125 8,561
Over-provision in prior year Ft—FERERE (108) =
Tax effect of tax losses not recognised RERBREEBE2HESE - 2,311
Utilisation of tax losses previously BAERIEARBERZBIEEE
not recognised (318) -
Taxation Bi1R 6,176 3,577
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS -
A B W e Ak M R B

12. TAXATION - continued

The National People’s Congress which was concluded on
16 March 2007, the PRC Enterprise Income Tax Law was
approved and became effective from 1 January 2008. The
PRC Enterprise Income Tax Law introduces a wide range of
changes which include, but are not limited to, the unification
of the income tax rates for domestic-invested and foreign-

invested enterprises at 25%.

According to the PRC Enterprise Income Tax Law, starting
from 1 January 2008, 10% withholding income tax will
be imposed on dividend relating to profits earned by the
companies established in the PRC in the calendar year
2008 onwards to their foreign shareholders. For investors
incorporated in Hong Kong which hold at least 25% of
equity interest of those PRC companies, a preferential rate of
5% will be applied. The Group has applied the preferential
rate of 5% as the Group’s subsidiaries in the PRC are directly
held by an investment holding company incorporated in
Hong Kong. No deferred tax has been provided for in respect
of the temporary differences attributable to such profits as
the Group is able to control the timing of the reversal of the
temporary differences and it is probable that the temporary

differences will not reverse in the foreseeable future.

Hong Kong Profits Tax is calculated at 16.5% of the
estimated assessable profits for the years ended 31 March
2018 and 2017. No provision for Hong Kong Profits Tax has
been made as the Group did not have assessable profits
subject to Hong Kong Profits Tax (2017: Nil).

Pursuant to the rules and regulations of the Cayman Islands
and the British Virgin Islands, the Group is not subject to
any income tax in the Cayman Islands and the British Virgin

Islands.

For the year ended 31 March 2018 BiZE—ZE— \F=ZA=+—HIFE = z o —

12. RIE—4&

R-ZZEZLF=A+BERNZEA
RRRARE FECEMESRLIERSB
WH-IZENF—F—AREN - FED
EFBHESIA—RINRE  BFEETR
REEBRRERNMECENAESHRESR
—525% °

REFEEEFRERE B-ETN\F -
A—HE BHEREPERINDEEZ
EENFEFERMOEN N EEN
REH RSB 10%WTFEMFTFH - H R
EEBEMALEFEAEZEFELAE
DR REHNREE  BERSHNWEE
BE - ARAKEETENHWEL DA
—HEEEEMBRINREERARE
BER MAKER%BNEERZHM
BiIH - N AR E BB HI B F £
FEAVEFR - AR AT RER A B A8 SR B
RFE8 MU BR LSRR EIE 2 ERFE
BAFHIEER HE -

ERANEGHEEE-_ZE-/\FR-Z2—+
F=ZRA=t+—-BLFEZ G ERBEF
#916.5%% & o AR A SR E IR BREVE S
MERNEH 2BERBUERN - ML B EH
BREHRER(ZE—tF 8)-

REFEHERABELHEEZRAK
ER O AREBAMREMRESFERRA
BRELESHEH
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

. DIVIDENDS

The directors of the Company do not recommend the
payment of a final dividend for the year ended 31 March
2018 (2017: HK$Nil).

For the year ended 31 March 2018 HZ =& —

B 3 SO 255 Hit 3 B Wk

NF=ZA=+—-HLEFE

;7

RARESIFAEBRRBE=ZT-N\F
ZA=T-BLEFERBERPRE (=%
—tFHE)o

2018 2017

ZE-N\%¥ —E—tF

HK$'000 HK$'000

T#T FH& T

Special dividend 45 Bl IR B - 165,094

Note:

On November 2016, the Board has approved a special dividend in
the form of a distribution in specie of up to 393,080,000 shares
of Wanjia Group (“Wanjia Shares”), held by the Company to the
shareholders. The distribution was made by way of allocating
4 Wanjia Shares for every 25 shares held by the Company's
“Distribution”).
Distribution, the Company retained 18,837,753 Wanjia Shares,
representing approximately 2.91% of the entire issued share capital

shareholders (the Upon completion of the

of Wanjia Group and the Wanjia Group ceased to be subsidiaries
of the Company. The distribution in specie by the Company was
recognised at the market price of the share of Wanjia Group at the

date of completion of the distribution.

P =

RZZE—XRE+—A E=SCHERKELL
BY 2 IKA D EIFE & %393,080,0008 &
Z5ERMD ((BERHO]) 2HXNEIRSHIR
DIRTDEADNBRRBIFHE2R B4 0
BRARZEEZERD2ARMEH ([2IK]) °
RERDIKE > AABERE 18,837,752 8
EZERH HEREEZEEEZIESBITREAZ
K291% MBEZEETEALRARAZHBEA
Ao ARATAMEHZEY D RIZEEZSEBBRH M
TERDIRE B 2 B -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS =

A 7 A 5 R W R

For the year ended 31 March 2018 Bl Z —E— \F=A=+—HIFE

14. LOSS PER SHARE

14.

The calculation of the basic and diluted (loss)/profit per share

attributable to the owners of the Company is based on the

following data:

(a) Basic

|

|
L||
”H It

BEREBIR
AADEEABESRERRBE (5
18) /BRI TR T BB E

(a) EF
From continuing and discontinued operations BREBRECRILEERY
2018 2017
—E-N\E —E—+tF
HK$'000 HK$'000
Ti#T FHET
(Loss)/profit for the year attributable ~ Z<2 T #EH A E(L
to the owners of the Company REE (FR), &R (102,735) 10,208
Less: Dividends to holders of BT AR E LR
convertible preference shares EEAZKE = (6,619)
(Loss)/profit attribution to holders of AR TZBERIZFAE A
ordinary shares of the Company 15 (B518) &R (102,735) 3,589
Weighted average number of BETEBERZMETIH
ordinary shares in issue ('000) (T) 2,372,112 2,075,214
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14.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A T e Ak M R

3 :; For the year ended 31 March 2018 Bl Z—E— \F=ZHA=+—HILFE

LOSS PER SHARE - continued 14. BREBIR &
(a) Basic - continued (a) BF &
From continuing operation REKEBERD
2018 2017
—E-\%¥ —E—LF
HK$'000 HK$'000
THT T
(Loss)/profit for the year attributable to AR FEBERIFE A
the holders of ordinary shares of iR EE (BEB) &F
the Company (102,735) 3,589
Less: Profit for the year from W ERILEEEER 2
discountined operation (Note 15) REE A (MEE15) = (48,063)
Loss for the year from SEREEB 2 ARFEER
continuing operations (102,735) (44,474)
Weighted average number of ERTEBR 2 IMEFHH
ordinary shares in issue (‘000) (F) 2,372,112 2,075,214
From discontinued operation BRIEEEXR

For the year ended 31 March 2017, basic profit per
share from discontinued operation is HK2.32 cents,
based on the profit for the year from discontinued
operations attributable to owner of the Company of
approximately HK$48,063,000.

BE-Z—tF=A=1+—HILFE R
BAARBEEABMCRLEEEEL
REERFA48,063,000/8 T ERIER
EERZERERNGERAH2.32/84l-

B ARA A 20172018 48 163



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS -
A B W e Ak M R B

For the year ended 31 March 2018 i E=E— \F=A=+—HILEE = _ i

14. LOSS PER SHARE - continued 14. BRREBE &
(b) Diluted (b) B&

For the year ended 31 March 2018, diluted loss per
share is the same as the basic loss per share as the
computation of diluted loss per share does not assume
the exercise of the convertible preference shares and
the Company’s share options, since their conversion
and exercise would result an anti-dilutive effect on loss

per share.

For the year ended 31 March 2017, diluted earnings/
(loss) per share from continuing and discontinued
operation and from continuing operation is the
same as the basic earnings/(loss) per share as the
computation of diluted earnings/(loss) per share does
not assume the exercise of the convertible note,
convertible preference shares and the Company's share
options, since their conversion and exercise would

result in an anti-dilutive effect on earnings per share.

For the year ended 31 March 2017, diluted earnings
per share from discontinued operation is calculated
by dividing the Group's profit attributable to owners
of the Company by the weighted average number of
ordinary shares outstanding after adjustment for the
potential dilutive effect in respective of the potential
ordinary shares to be issued on convertible notes
outstanding and convertible preference shares during
the year. For the year ended 31 March 2017, diluted

earnings per share is HK2.21 cents.

BE-Z-/\F=ZA=t—HLF
E -SREEFERESRENER
HE BRI ESREEH IR
BRERTETLERELRRALT
BRE REEBERRTESEER
BEASREELE-

BE-E2-—tHF=A=+t—HLHF
E - REFERCRLELCEXELR
REFEASEXEB - EREERA
S(BR)ESREARF (B
B MR HRAESREERF
(B1R) XARBRITETRRES
THRREARRAARBERE B
HERRTESHERBNELER
mETeE-

BE-_Z—tHF=A=+—HLHF
E RECKRISEER SRS
HBRNDRARNBEE AEEZAE
&= BDE F BR AR w6 9 B 1 AR AT 2
ARREER TR R E KRS T3
TeEBEEEBR2ELEB S EE
HARBRZBRTENEBRMNE
T E-BE—_ZE—tF=A
=+—BLEE SRESRIA
2.2184l -
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15. DISCONTINUED OPERATION

On 10 November 2016, the board of the Company approved
a special dividend in the form of a distribution in specie of
up to 393,080,000 Wanjia Shares, held by the Company to
the shareholders. Please refer to Note 13 for details. Upon
completion of the Distribution, Wanjia Group will cease to
be subsidiaries of the Company. The Group will no longer
participate in pharmaceutical wholesale, distribution and

pharmaceutical retail chain businesses in the PRC. The

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B 3 SO 255 Hit 3 B Wk

For the year ended 31 March 2018 B ZE—ZE—NF=A=+—HILELFE

15. ERILESER

R-ZB-—XF+—-A+H RLARANEES
HEMRRUBN D RADFAHFENR
%393,080,000lR B =R 7 2 F NE IR
BIRE - BRAFIE2HMEE13 - RO KT
BE BEEEETBEAELRZHEA
Ao AEEETBRTESHEERALE -
DHERERTEEHEL -BYHIKER
—E-tE=ZAZHREKe

distribution in specie was completed on 2 March 2017.

The profit for the year from discontinued operations was as BRIE&KE

EXB e ARNFERNAT

follows:

For the period ended 2 March 2017 BE_T—tF=A-HLHH
From
1 April 2016 to
2 March 2017
RIE—RE
mA—BE
—t%F
=AZH
HK$’000
FHET

Loss for the period (note (a) and (b)) AEAREE R (MfEE(a) R (b))

HEMB AR 2V (KMEE37)

(22,777)

Gain on disposal of subsidiaries (Note 37) 62,586

Profit from discontinued operation B LR KR T

39,809

Note: P =

(@)  Analysis of the results of the discontinued operations are set ()

CRIEEEER Z2XEINEIIWT :

out below:

EERBEMARA A 2017/2018 4
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15. DISCONTINUED OPERATION - continued

Note: — continued

(a) - continued
For the period ended 2 March 2017

—NF=RA=+—HIEFE

(i
|

fsE: —

(@ —#&

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS -
A B W e Ak M R

For the year ended 31 March 2018 HZ ==&

15. ERILEBRER—E

BE-Z—tF=AZHLYME

From
1 April 2016 to
2 March 2017

RIE—RF
mMA—RE
—=—t%F
=HBZ=H
HK$'000
FTET
Revenue Y & 938,031
Cost of sales HEREX (820,134)
Gross profit EX i) 117,897
Other revenue Hi k= 2,073
Loss on disposal of a subsidiary HE—RBWBARZEE (326)
Selling and distribution expenses HERDEHER (88,236)
Administrative expenses THEX (40,116)
Loss from operations BEXLER (8,708)
Finance costs B%E A (12,784)
Loss before taxation BRRAEER (21,492)
Taxation iR (1,285)
Loss for the period THMEE (22,777)
Gain on disposal of subsidiaries HEMB AR z2laE 62,586
Profit from discontinued operation B RS 2% F 39,809
Profit/(loss) for the period attributable to: UTSERERBBER (FE) !
Owners of the Company AATEEB A 48,063
Non-controlling interest FERERS (8,254)
39,809
Earning per share attributable to owners AARHEBABEEREF
of the Company
From discontinued operation ERIEREER
— Basic (HK cents per share) —EAR (ZREW) 2.32
— Diluted (HK cents per share) — 858 (8 REW) 2.21
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

15. DISCONTINUED OPERATION - continued

B 3 SO 255 Hit 3 B Wk

For the year ended 31 March 2018 B ZE—ZE—NF=A=+—HILELFE

15. ERILEBRER—E

Note: — continued My&E: —%&
(b)  Loss before taxation from discontinued operation is arrived at (b) ERUIELEERRBAEEDEHRT

after charging the following:

For the period ended 2 March 2017

PITE B BER:

BE-Z—tF=AZHLYME

From
1 April 2016 to
2 March 2017

RIE—RF
mA—BE
—E2—t%F
=RAZ=H
HK$'000
FHE T
Staff cost B I A 82,531
Loss on disposal of property, plant and HEVNE BERZEZER
equipment 387
Amortisation on prepaid lease payment FE A3 FH & FRIE 4 8H 344
Depreciation on property, plant and equipment #¥% -WMERFZETE 5,426
Operating lease rentals in respect of land and EEIT#HEEFLEHEHRS
building 25,521
() Analysis of the cash flow of discontinued operation is as (0 CREKEXBZREREBINMT:
follow:

For the period ended 2 March 2017

BE_S—tF=A"HILHH

From
1 April 2016 to
2 March 2017

R-B—RE
mA—BE
—2—t%F
=RAZH
HK$'000
FHET

Cash flows from discontinued operations ERLEEXBZRQRE
Net cash used in operating activities RETBMARSFE (120,492)
Net cash generated from investing activities REZEMEHEESFHE 3,557
Net cash generated from financing activities RIETEMEHEESTE 29,411
Net cash outflow REmnH F8 (87,524)

|||IH[
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For the year ended 31 March 2018 B ZE—ZE—NF=A=+—HIEFE

16. PROPERTY, PLANT AND EQUIPMENT

16. ME BEREE

Furniture Machinery
and Leasehold and Motor Office
Building fixtures improvements equipment vehicles equipment Total
#F RERRE HEVRKE HERIH RE  BOEZRE @it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TER TERT TERT THERL TR TET
Cost B¥
As at 1 April 2016 RZB-RE
MA-H 34,239 5,726 55,816 48,303 12,589 36,453 193,126
Additions nE - 316 1,660 3,662 484 4,344 10,466
Addition through acquisition ~ BEBUERE - 4,447 8,842 2,220 146 1,001 16,656
Derecognised on disposal of ~ HEMKE A FEAL
Subsidiary (Note 37) T2 (Mz37) - - (13,369) - (4,744) (25,433) (43,546)
Disposals HE - - - - (170) (1,089) (1,259)
Exchange realignment ERAZ (2,061) (485) (3,612) (3,048) (638) (2,156) (12,000)
As at 31 March 2017 and RZE-t&
1 April 2017 ZA=t-8EK
“Z-tEMA-H 32,178 10,004 49,337 51,137 7,667 13,120 163,443
Additions NE - 895 2,858 11,880 804 1,496 17,933
Disposals HE - - - - (126) - (126)
Exchange realignment ERRE 3,491 1,078 5,365 6,808 814 2,519 20,075
As at 31 March 2018 RZB-NE
=B=1+-H 35,669 11,977 57,560 69,825 9,159 17,135 201,325
Accumulated depreciation ~ REHHE
As at 1 April 2016 RZB-—RE
mA-H 1,905 4,461 35177 28,701 8,250 22,860 101,354
Charge for the year REEZH 2,757 876 7,881 4,407 1219 3,898 21,038
Written back on disposals HERK R - = = = (136) (676) (812)
Derecognised on disposal of & K& 2 7
Subsidiary RIEBR - - (8,823) - (2,661) (15,002) (26,486)
Exchange realignment [ERAE (177) (277) (2,211) (1,813) (407) (1,342) (6,227)
As at 31 March 2017 and RZ2-t&
1 April 2017 =R=+-HER
“E-tF
MA-H 4,485 5,060 32,024 31,295 6,265 9,738 88,867
Charge for the year KEEXH 2,806 1,515 6,702 5,887 534 1,540 18,984
Written back on disposals HE R - - - - (120) - (120)
Exchange realignment EHRAZ 677 903 3,956 4,051 643 1,868 12,098
As at 31 March 2018 RZZ-NF
ZA=1+-H 7,968 7,478 42,682 41,233 7,322 13,146 119,829
Net book values RS E
At 31 March 2018 RIB-\F
=R=t+-H 27,701 4,499 14,878 28,592 1,837 3,989 81,496
At 31 March 2017 RZZ—t&
=A=1+—-H 27,693 4,944 17,313 19,842 1,402 3,382 74,576

The building was held in PRC under medium term lease.

HUA XIA HEALTHCARE HOLDINGS LIMITED ANNUAL REPORT 2017/2018
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PREPAID LEASE PAYMENTS

B 3 SO 255 Hit 3 B Wk

For the year ended 31 March 2018 B ZE—ZE—NF=A=+—HILELFE

17. B RE

Total
#ast
HK$’000
FET

Cost

As at 1 April 2016
Additions

Disposal of subsidiaries
Exchange realignment

As at 31 March 2017 and 1 April 2017

Additions
Exchange realignment

As at 31 March 2018

Accumulated depreciation
As at 1 April 2016

Charge for the year
Disposal of subsidiaries
Exchange realignment

As at 31 March 2017 and 1 April 2017

Charge for the year
Exchange realignment

As at 31 March 2018

Net book value

As at 31 March 2018

As at 31 March 2017

oV

Iﬁl

O]

HEMWB L F

F—XREWMA—H 48,427

(13,643)
(2,895)

R=-BE—+t&E=A=+—0K
“Z—tHFmBE—H 31,889

3,459

E-NE=RA=+—H 35,348

—A~"FHMOA—H 12,125

1,323
(2,954)
(757)

R-EBE—tE=HA=+—-HEK
—E—+tHEWmWA—H 9,737

1,000
1,117

—E—-N\F=A=+—H 11,854

R-Z—N\F=A=1+—H 23,494

—tHF=B=+—H 22,152

EERBEMARA A 2017/2018 4
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For the year ended 31 March 2018 HZ ==&

17.

18.

—NF=RA=+—HIEFE

PREPAID LEASE PAYMENTS - continued

|

17. M ERE -

2018 2017
—Z—-N\Ef —E—tF
HK$'000 HK$'000
THET FERT

Analysed for reporting purposes as: ERBAZRZD
Current portion (Note 24) mEE D (HiEE24) 1,060 957
Non-current portion ERBE D 22,434 21,195
23,494 22,152

The Group's prepaid lease payments represented payments
for land use rights situated in the PRC. The leasehold lands
have a lease term of 25 to 35 years and the Group has
processed the land use rights of the leasehold land during

the lease term.

At 31 March 2018, prepaid lease payments with carrying
amount of approximately HK$23,494,000 (2017:
HK$22,152,000) were pledged as collaterals to secure
banking facilities granted to the Group (Note 28).

Amortisation on prepaid lease payments of approximately
HK$1,000,000 (2017: approximately HK$1,323,000)
have been charged to the administrative expenses in
the consolidated statement of profit or loss and other
comprehensive income for the years ended 31 March 2018

and 2017 respectively.

DEPOSITS FOR PROPERTY, PLANT AND
EQUIPMENT

The balance represents deposits paid for machinery and

equipment for general hospital services.

AEBCZRANEERESMUNPTE L1
EREFEH 2R -HEL 2B R25%35
FoMAKECAEHANGHEET B2+
EHE-

R-ZZE-NE=ZA=+-HB KREEY
23,494,000/8 7Tt (=T — £ % :22,152,000%
R 2RANHERBCELERRRETEAE
B2 SRAT R B AF K 17 (Fff=E28)

B HERE#EE1,000,0008 T (=ZF—+
F 141,323,000 T) ERHREBE=—Z—N
FR-ZE—tFE=ZA=+-HLEFEZHER
mRHAEMEERERATHE S RXHE-

18. MR BERBMZESR

ﬁ%%ﬁ?%ﬁﬁﬁé‘iﬁﬁé1
KEEzEE-

BRI

HUA XIA HEALTHCARE HOLDINGS LIMITED ANNUAL REPORT 2017/2018



WMM

1

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

fr o B4 B e 3R B
= =5 == ::-: For the year ended 31 March 2018 B ZE=—Z— \F=B=+—HLLFE
= =
9. INVESTMENT PROPERTY 19. REYE

2017

—E—+HF

HK$'000

FET

Completed investment property SR ITREYE =
At fair value BAFE

As at 1 April RMUA—H 7,199

Exchange realignment [ & 782X (423)

Disposal of subsidiaries HEKMB QT (6,776)

As at 31 March RN=H=-1—H -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS —
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For the year ended 31 March 2018 HZ ==&

—NF=RA=+—HIEFE : i

2
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20. AVAILABLE-FOR-SALE FINANCIAL ASSETS 20. fHHESHEE
2018 2017
—E-N\%¥ —E—LF
HK$'000 HK$'000
FHT FERT
Available-for-sale THHESHSIERIE:
financial assets comprise:
Listed investments — equity securities FHRE-REBLHZ
listed in Hong Kong NS 2,939 7,158
Analysed for reporting purpose: EREHEZRR:
Non-current asset EREBEE 2,939 7,158

Note:

As at 31 March 2018, the available-for-sale financial assets
represents approximately 2.91% of entire issued share capital
of Wanjia (2017: 2.91%). Since Wanjia Group was ceased to
become a non-wholly-owned subsidiaries of the Company after the
distribution in specie as described in Note 13, the remaining interest
in the share of Wanjia Group was reclassified as available-for-sale
financial assets as at the completion date of distribution. During
the year ended 31 March 2018, the Company recognised a loss of
approximately HK$4,973,000 in its profit or loss in respect of the
interest in Wanjia Group due to the significant decrease in the share
price of Wanjia Group as at the year ended 31 March 2018.

CER

RZE-NE=ZA=+—-H A#HHEEL@ME
EEBEZ2E2MBEBTRAZH291% (==
—t£F:291%) ERMMEEEW AR (B0
HI3M) RBEEEETBEALRRTAZHEEE
HEBAR RBESEZHTHBOERZENS
RERBRESHIEATHEESMEE -
RBE-_Z—\F=A=+—HLEE X2
AN EEREECEERESPRAESEY
4,973,0008 0 REREBZ_—_Z—N\F=H4
=S+-ALtFEEBESEEZBRERE TR
2o

HUA XIA HEALTHCARE HOLDINGS LIMITED ANNUAL REPORT 2017/2018



|||IH[

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 March 2018 B ZE—ZE—NF=A=+—HILELFE

21. GOODWILL 21. &8
2018 2017
—E-N\F —ZT—LtF
HK$'000 HK$'000
FHT FERT
Cost 5% 3
As at 1 April ROEUA—H 451,389 1,090,050
Acquisition of subsidiaries (Note 36) Uk BE BT B X &) (B RE36) = 146,850
Disposal of subsidiaries (Note 37) HEMB AT (MEE37) - (785,491)
Exchange realignment 0B 5 AR - (20)
As at 31 March R=A=+-—8H 451,389 451,389
Accumulated impairment losses RitBEGHR
As at 1 April RMAB—H 304,303 1,059,982
Impairment loss recognised EERHEESE 94,779 29,490
Disposal of subsidiaries HE B A A — (785,169)
As at 31 March R=A=+—H 399,082 304,303
Carrying amounts REE
As at 31 March R=A=+—8H 52,307 147,086

Note:

Particulars regarding impairment testing on goodwill are disclosed in

Note 22 to the consolidated financial statements.

P &E -

EHEBHERENR ZFHBERGEEUBHRRME

2273 EE o

EERBEMARA A 2017/2018 4
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For the year ended 31 March 2018 Bl Z —E— \F=A=+—HIFE

22. IMPAIRMENT TESTING ON GOODWILL
The Group tests goodwill annually for impairment, or more
frequently if there are indication that goodwill might be
impaired. For the purpose of impairment testing, goodwill
has been allocated to the following cash generating

units (CGUs). The carrying amount of goodwill (net of

Zliﬁl’ii TERERENS  HAERR
BTREEARE MEEZLRAH R
BEAANS BECIRETIRESE
LBV - RZZF-NER-ZE-tF=A
=t—RB BEZREE (NKRIAFTRE

accumulated impairment losses) as at 31 March 2018 and BiE) D ENT -
2017 are allocated as follows:
2018 2017
—B-N\F —Z=—tF
HK$'000 HK$'000
THERT FERT
Jiaxing City Shuguang Western and Chinese ZFEMEX R AEL S ER
Composite Hospital Company Limited BRAH (F;iliﬁ%tj)
("Jiaxing Shuguang”)
— provision of general hospital services — R ERHEARE M BB RS
in the PRC - 97
Fuzhou Huikang Enterprise Management EMNERCEEEZD
Consultancy Ltd. BRAGIRKENEER
And Zhuhai Jiulong Hospital Company BRAR ([ERENE])
Limited (“Zhuhai Jiulong”)
— provision of general hospital services - RAPBERMHESEERRE
in the PRC - 139
Beijing Tongji Hospital Co., Limited It REEERERA T
(“Beijing Tongji") (Mrde=@E#E 1)
— provision of general hospital services - R ERMHEE T ERRRE
in the PRC 52,307 146,850
52,307 147,086

HUA XIA HEALTHCARE HOLDINGS LIMITED ANNUAL REPORT 2017/2018
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22. IMPAIRMENT TESTING ON GOODWILL 22. BERENK —E

- continued

General valuation assumptions

there will be no major change in the existing political,

legal and economic conditions in the PRC;

save for those proposed changes on taxation policies
announced by the Tax Bureau of the PRC, there will
be no major change in the current taxation law and
tax rates as prevailing and that all applicable laws and

regulations on taxation will be complied with by CGUs;

the interest rates and exchange rates will not differ

materially from those presently prevailing;

—&ﬁ!ﬁﬁ:ﬁ

PERKNBOR  ERENEERE
BEAREIML

MR BB IS 4R R M R E RIS
RERZBN BRMNBBEER
BOBEKTEHRERES M
ReETBNSBETHMEERBRKE
EERER

R RE =
EEEKX

]
M ¢
%
A
)
i
ai
i
B
&
]

iv.  the availability of finance will not be a constraint on v. RMEZZHREEKTSRHEEBESE
the forecast growth of CGUs operations in accordance ST ENRERTERERTENL
with the business plan and the projection; EFEAIER

v.  the business forecast are based on reasonable grounds, v. EXBRADERSEEBIEESL AT
reflecting estimates which have been arrived at after RRNEFADREEEEEEEE
due and careful consideration by their management ZEESEH LR TFUEE;
and will materialise;

vi. the facilities, systems and the technology utilised by vii REeE4SBNFANSER  RE
CGUs do not infringe any relevant regulations, laws ?Emflﬁ@?é}iﬁﬁﬁﬁﬁiﬁ‘>£f$-
and Government directives; RBFES

vii. all equipment and facilities utilized by CGUs can viih. BEeELEBEVMANRERBRRE

WWH
M

perform efficiently and safely according to the

purposes for which it was designed and built;

EEMREREMRFAREZENAE
BRREZEEM;
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For the year ended 31 March 2018 HZ ==&

—NF=RA=+—HIEFE

22. IMPAIRMENT TESTING ON GOODWILL
- continued

General valuation assumptions - continued

Viii.

Xi.

Xil.

176

CGUs have obtained all necessary permits and
approvals to carry out the business operations in the
PRC and shall have no legal impediment in renewing

those permits and approvals from time to time;

CGUs and their operating assets are free and clear of
any lien, charge, option, pre-emption rights or other

encumbrances or rights whatsoever;

CGUs shall secure and retain competent management,
key personnel, marketing and technical staff to carry

out and support the their operations;

CGUs shall renew the tenancy of the hospital premises
from time to time and shall have uninterrupted rights
to carry out its business operations within the hospital

premises on long term basis; and

the estimated fair values do not include consideration
of any extraordinary financing or income guarantees,
special tax considerations or any other atypical benefits

which may influence the ordinary fair value of CGUs.

22. W EREAK &

—R i ERE -

Viii.

iX.

Xi.

Xil.

BeELBENCHEMELERT
Rt UARBIETEREE I
BRI EEZET IR ESE
TEHBRAEER;

ReELENRELEEELEKN
FENEERE KA REE-E
SRERESEMERES ESEIE
F

REeELBEURERARKRETEE
EE-FEAE- %ﬁ‘é’&ﬁiﬂhké
LUETR X BHEE

ReELBENRTSEEHERYE
ETHEEAZTENERN AUTR
BERNENRDFARERELEE R

R A FELFEFEEMERIRE
FRARFORE HRIBERE
FEMEMAIELEREELEEN
— RO ERIFRERE-
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22. IMPAIRMENT TESTING ON GOODWILL

— continued

Jiaxing Shuguang - Provision of general hospital
services in the PRC

The recoverable amount of this CGU is determined based on
a value in use calculation which uses cash flow projections
based on financial budgets approved by management
covering a 5-year period, as the directors consider the lease
term of hospital premises as the budgeted period, and a
discount rate of 14.77% (2017: 14.05%) per annum.

Cash flow projections during the budgeted period are based
on the same expected gross margins throughout the budget
period. The cash flows beyond that five-year period have
been extrapolated using a steady 3% (2017: 3%) per annum
growth rate. The growth rate does not exceed the long-term
average growth rate for the market. Management believes
that any reasonably possible change in the key assumptions
on which recoverable amount is based would not cause
the aggregate carrying amount to exceed the aggregate
recoverable amount of this CGU. Management determined
the budgeted gross margin based on past performance and

its expectations for the market development.

The directors consider that an impairment loss on goodwill
of approximately HK$97,000 (2017: HK$2,802,000) should
be recognised in the consolidated statement of profit or loss

and other comprehensive income.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B 3 SO 255 Hit 3 B Wk

For the year ended 31 March 2018 B ZE—ZE—NF=A=+—HILELFE

22 HEFEENR &

REEX-RIhERHGEMERE
%

RS EEENZAIRE S EDREFER
BEAEEE MEREEREEEEMR
MECRERFH (ESRABRYES
HEFHARESRE) UBEERSHZ
BeRnEEA URIMEEREF14.77%
(ZZE—tF:14.05%) &

AEHAZREREEN  DEREMERE
EHAERZRRERNRFE - ZEFH
BReRERECHERMAIN (ZF—LF:
3% ) ZIREF B RRHEE - 2B REILAR
BEmERMTFHERR - EEEMRRE
SAEAWRE SRS 2ERBRR AR
HREZAEMSESE TEERUREE
TEUCREREBRATHRESER
B - EEERBEBERAREHTSRE
ZHEABEEREEFNR-

EERB ERGEEskEMEZE KNS
RABREERERELN7,0008T (=
F—+5:2,802,00087T) °
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For the year ended 31 March 2018 Bl Z —E— \F=A=+—HIFE

22.

IMPAIRMENT TESTING ON GOODWILL

— continued

Zhuhai Jiulong - Provision of general hospital
services in the PRC

The recoverable amount of this CGU is determined based on
a value in use calculation which uses cash flow projections
based on financial budgets approved by management
covering a 5-year period, as the directors consider the lease
term of hospital premises as the budgeted period, and a
discount rate of 14.77% (2017: 14.05%) per annum.

Cash flow projections during the budgeted period are based
on the same expected gross margins throughout the budget
period. The cash flows beyond that five-year period have
been extrapolated using a steady 3% (2017: 3%) per annum
growth rate. The growth rate does not exceed the long-term
average growth rate for the market. Management believes
that any reasonably possible change in the key assumptions
on which recoverable amount is based would not cause
the aggregate carrying amount to exceed the aggregate
recoverable amount of this CGU. Management determined
the budgeted gross margin based on past performance and

its expectations for the market development.

During the year ended 31 March 2018, the recoverable
amount of this CGU of the assets belong was approximately
HK$18,300,000 (2017: HK$25,879,000) which was
below to the carrying amount. The directors consider
that an impairment loss on goodwill of approximately
HK$139,000 (2017: HK$26,688,000) should be recognised
in the consolidated statement of profit or loss and other

comprehensive income.

22. W EREAK &

BELE-—RIPEREGEEERE
%
HREELEBENZARESENREF
REETEEE mMERABERESER
FitEZRELFH (RFRAESKE
ﬁ;*—a%%z#ﬂﬁﬂ%ﬁi%%ﬁﬁ,ﬁﬂﬁeﬁ)E?Ji%%ﬁ%ﬁﬁ
BHzREREFAMN URTERSHF
1477%(_? t&F:14.05%) &

AEHAZREREEN  DEREMERE
EHAERZRRERNRFE - ZEFH
BReBRERBEKRA3% (ZE—tF:
3% ) ZIREF B RRHEE - 2B REILAR
BEmERMTFHERR - EEEMRRE
SAEAWRE SRS 2ERBRR AR
HREZAEMSESE TEERUREE
TEUCREREBRATHRESER
B - EEERBEBERAREHTSRE
ZHEABEEREEFNR-

BE-T-NF=ZA=+—-HBLEFE"
EEMBzZReELENNTRE S
FE# A18,300,0008 T (=& — £ &F:
25,879,000 7T) KA REEBE - EFER
A ERGEERREMEZERERA
BRAEENEREEN139,0008T (=&
—+ £ :26,688,000/8 T) °
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IMPAIRMENT TESTING ON GOODWILL

— continued

Beijing Tongji — Provision of general hospital
services in the PRC

The recoverable amount of this CGU is determined based on
a value in use calculation which uses cash flow projections
based on financial budgets approved by management
covering a 5-year period, and a discount rate of 14.77%
(2017: 14.29%) per annum.

The cash flow projections during the budgeted period are
based on the same expected gross margins throughout the
budget period. The cash flows beyond that five-year period
have been extrapolated using zero growth rate (2017: 3%)
per annum. The decline of growth rate mainly due to the
effect of the city’'s new skyline campaign which describe
in below. The growth rate does not exceed the long-term
average growth rate for the market. Management believes
that any reasonably possible change in the key assumptions
on which recoverable amount is based would not cause
the aggregate carrying amount to exceed the aggregate
recoverable amount of this CGU. Management determined
the budgeted gross margin based on past performance and

its expectations for the market development.

In the last quarter of 2017, the municipal government of
Beijing implemented the city’s new skyline campaign aiming
to purify the city’s space and to create a more beautiful
skyline. The campaign targets all buildings’ billboards more
than 3 stories high, longer than 5 feet, using reflective
materials or external lighting and they are ordered to be
dismantled. Besides billboards of private businesses, those
erected by Government organisations, hotels, hospitals and

state-owned enterprises are also subject to dismantle orders.

For the year ended 31 March 2018 HZ =& —

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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NF=ZA=+—-HLEFE

22 HEFEENR &

ERRAE-RPERESFESH SRR
%
HREELEBENZARESENREF
REETEEE mMERABERESER
itz RERFHMBEEMSHZ
RERERA URNEXEEF14.77%
(ZZE—tF:1429%)5t &~

REHAZRERERAR  DEREER
EHRMER2EAENRAE - ZRFH
BeRERECHEA% —t&F:
3% ) ZFRRREH - BRETHRER
EERT XM EHREEITINR
E-ZRREVARBBW SR TFIHEM
R BEEMRRE STEYJNRESEMKE
ZEABRUERHEZENSEZE  ©
SEPURSEL BV RELERER
HOuWEEHAE EEERBEBERR
REUMSERRERUBEEEENER-

—?

REZB-—tFENFE  ARTHRARRE
WHABRETE  FHF DT EELA
BRENMXENRBR -ZTEHH FIES
B= REBAER - ERAREHHZHIG
KENEZEYEREERITFTRERRKFR-
BRAECEEERIN MAEBRMFASE B
EBREkEECEMUNESEBAE
FHBRES
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For the year ended 31 March 2018 Bl Z —E— \F=A=+—HIFE

22. IMPAIRMENT TESTING ON GOODWILL
— continued
Beijing Tongji — Provision of general hospital
services in the PRC - continued
As a result of the billboard removal measures, the signals of
Tongji Hospital erected on the external walls of the hospital
building has been ordered to be dismantled. It has incurred
additional promotion and advertising expenses including
online advertising campaigns in order to maintain the
public awareness of Tongji Hospital as well as its operating

incomes.

Due to the change in advertising environment, where Tongji
Hospital faced keen competition and threat when attracting
potential patients and retaining recurring patients, which
may have an impact on the market share. At the same time,
the other hospitals in the city are looking into the same new
media to advertise and such inflated promotion expenses
have led to decrease in the profit margin of Tongji Hospital
and the management of Tongji Hospital expects that such

situation would be persisted in the forthcoming years.

The recoverable amount of this CGU of the assets belong
was approximately HK$75,000,000 (2017: HK$167,000,000)
which was below to the carrying amount. The directors
consider that an impairment loss on goodwill of
approximately HK$94,543,000 (2017: HK$Nil) should be
recognised in the consolidated statement of profit or loss

and other comprehensive income.

22. W EREAK &

LtRAE-RPERAFSEERR
B’

MR ESEERIER - BZE R KB K
BIME TR RS E T S WIFRR o LL 2
B THENMNEERESER  SEMALE
FRBEBRENARIBNERESTH
REEWA -

HRESRENEE REERENRSIE
EEFRBREREEFRHERAINES
MBS HAEHHSHEEAZE-F
B 0 3 B H b BE B [E = AR BT R
BHEZES ZERMNERXHSEE
BENFABRELD  BREEREEER
i REBRARBFTEHFE-

EEFBzZAELEENNTRE S
%849 475,000,000 T (ZF -+ F:
167,000,000 7T) @ R REE EER
R EREReBEaREMZEKERAE
REEREEELN4,543,0008 T (=&
—tF :Z8x) -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B W5 e Ak M R

For the year ended 31 March 2018 B Z=ZFE— \F=ZA=+—HLEFE

(

o

23. INVENTORIES 23. &8
2018 2017
—E-N\F —ZT—LtF
HK$'000 HK$'000
THET FERT
Finished goods SR 15,054 8,931
24. TRADE AND OTHER RECEIVABLES AND 24, RERAEMBHRRARES
DEPOSITS
2018 2017
ZE-N\%F —E—tF
HK$'000 HK$'000
TH#T FERT
Trade receivables B Z EWFIE 21,196 14,792
Prepayments and deposit paid BNRERESEZRE 20,328 24,981
Prepaid lease payments (Note 17) FEAEERE (MEE17) 1,060 957
Other receivables H{th FE Uy 5118 10,582 9,629
53,166 50,359
Less: Impairment loss recognised R E b B R R IE
in respect of other receivables RN REREE (9,958) (8,928)
43,208 41,431
The individually impaired other receivables related to debtors 18 Bl R B = H Ath FE W R IBY & B B iR R
that were in financial difficulties and the directors of the HoBBEA RARESTREBERELR
Company assessed that the amounts are not expected to be MEZRS BEANRTCHEREREE
recovered based on past default experience, payment history ZAEE ZE BT RERE -

and subsequent settlement of the debtors.

||||HH||:
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24. TRADE AND OTHER RECEIVABLES AND

DEPOSITS - continued

Payment terms with customers from general hospital and
healthcare and hospital management services are normally
payable from 0 to 30 days. The following is an aged analysis
of trade receivables based on invoice date at the end of the
reporting period:

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS -
A B W e Ak M R

For the year ended 31 March 2018 Bl Z —E— \F=A=+—HIFE

2435&3&@&%@&?ﬁ
— &
GENBRRERREREEREES
ZHRFR—RAROE0HAX A R
REHR RREAHZESBUREZ
REEHATMT :

2018 2017
—E—N\E§ —E—tF
HK$'000 HK$'000
FiE&x T8t
0 to 90 days 0Z90H 15,701 12,621
91 to 180 days 91£180H 1,828 1,487
181 to 365 days 1812365H 3,667 684
Over 365 days HiEB365H 2,374 1,942
23,570 16,734

Less: Impairment loss recognised W RE S RNRIBER Z
in respect of trade receivables B EE (2,374) (1,942)
21,196 14,792

Trade receivables that were neither past due nor impaired
related to a wide range of customers for whom there was
no recent history of default. Trade receivables are past due
at the end of the reporting period but the Group has not
recognised an allowance for doubtful receivables because
there has not been a significant change in credit quality and
the amounts are still considered recoverable. The Group does
not hold any collateral or other credit enhancements over
these balances nor does it have a legal right of offset against
any amounts owed by the Group to the counterparty. The
individually impaired trade receivables related to customers
that were in financial difficulties and the directors of the
Company assessed that the amounts are not expected to be
recovered based on past default experience, payment history
and subsequent settlement of the customers.

The carrying amounts of the Group’s trade receivables are
denominated in Renminbi.

WEBHTERE 2SS ERREAETE
REWEIMPENCEZEFER -ES
FEUCIARBERRCEY  EREEL
BRARKERE REAFEERILES
k“@ﬂﬁ%ﬁﬁﬁﬁﬁ&T%%@ ZIS
SETEAEEEHREAEMERRAR
HMEE MR E - IR EEE R A LA
KEEXRRZH F 2 EAFIBFEE - @
BREZE 5 RS ﬁ&&ﬁ%ﬁlﬁ
ZEF ARAESREBEREIKIA
2R BPFNRRHBEREREE 2714
RAFZESE T ERE -

AEBzESZREREZRABUAR
BEETE -
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—  NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B W5 e Ak M R

For the year ended 31 March 2018 Bl Z—E— \F=ZHA=+—HILFE

TN
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24. TRADE AND OTHER RECEIVABLES AND 2. B REMBERRARKRS
DEPOSITS - continued — 8
Ageing of trade receivables that are past due but CRAMERREECESBERREAZ
not impaired R
2018 2017
—Z2-N\F —E—tF
HK$'000 HK$'000
FET FET
Overdue by: EEHE
1 to 90 days 1£290H 1,828 1,487
91 to 180 days 91£180H 3,667 684
Over 180 days HBiE180H - -
Total st 5,495 2,171
Movements in the provision for impairment loss BOBRBRRAREGRCERED
of trade receivables
2018 2017
—E-N\F —E—tF
HK$'000 HK$'000
THET FET
As at 1 April KA —H 1,942 7,280
Impairment losses reversed VEREYEi=b A E (63) (104)
Impairment losses recognised 2R ZBEEE 299 264
Disposal of subsidiary HEHE A A = (5,067)
Exchange realignment FE AR 196 (431)
As at 31 March R=A=+-—8H 2,374 1,942

i
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

6 U 55 it 3% B G

For the year ended 31 March 2018 B ZE—ZE—NF=A=+—HIEFE

24. TRADE AND OTHER RECEIVABLES AND 24.
DEPOSITS - continued — iR
Ageing of impaired trade receivables CRERSERRAZIER
2018 2017
— - N\F —ZT—tF
HK$'000 HK$'000
THET TET
Over 365 days HiB365H 2,374 1,942

Movement in the provision for impairment loss of other

receivables is summarised as follows:

Hitt B SRR ERE 2 B EZ BT

W

2018 2017

—E-N\%F —E—tF

HK$'000 HK$'000

TH&TT F&ET

As at 1 April RMA—H 8,928 10,439
Impairment losses reversed RE S 15 3 B (150) 9)
Impairment losses recognised ERFZRERIE 208 41
Disposal of subsidiary HE B A = = (915)
Exchange realignment BE AR 972 (628)
As at 31 March R=B=+-—H 9,958 8,928
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25. DERIVATIVE FINANCIAL INSTRUMENTS

26.

For the year ended 31 March 2018 HZ =& —

B 3 SO 255 Hit 3 B Wk

NE=ZA=+—HLFE
5. TE@MIR

Redemption
option
contract

AR [ 338 4 4
ah
HK$'000
FET

At 1 April 2016 R==—
Fair value change AT EEE

At 31 March 2017, 1 April 2017 and
31 March 2018

ANEDNA—H

301
(301)

R-ZB—tH=A=+t—-H"
—EF-tFMA-HR

—E2-NF=ZA=1—H -

Note:

Derivative financial instruments represented the early redemption
option element of the convertible note issued by the Group and are
measured at fair value by an independent valuer using the binomial
tree pricing model (“Binomial Model”) at the end of each reporting
period.

CASH AND CASH EQUIVALENTS

As at 31 March 2018, cash and cash equivalents of the
Group included currencies denominated in Renminbi
("RMB") amounted to approximately HK$84,290,000
(2017: HK$67,751,000). The RMB is not freely convertible
into other currencies, but conversion of RMB into foreign
currencies is subject to the PRC’s Foreign Exchange Control
Regulations and Administration of Settlement, Sale and
Payment of Foreign Exchange Regulations, the Group is
permitted to exchange RMB for other currencies through

banks authorisation to conduct foreign exchange business.

Bank balances are deposits with creditworthy banks with no

recent history of default.

26.

P =

MESMIAREAEEBRTZIRRREZ
REBDEREERD RRESREPREBZ T
HEMEA-BEAHREEER ([ZBEAE
X UQFERSE-

HeRBAS¥ERA

RZBE-—NFE=ZA=+—H XEEZR
eRESEEBEREEBEAARE (AR
¥ ) EHE A B 484,290,000 T (=&
—+%:67,751,0008 ) 2RE - AR
MIATERRRAHMER HAREE
BABNETDEBTFHEZINEE S RH
FEE-EERNEEERAE AEEE
EERERBETIEER ZRITEA
REHBAHMER-

O ——

c# B

EERBEMARA A 2017/2018 4
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A 7 A 5 R W R

For the year ended 31 March 2018 Bl Z —E— \F=A=+—HIFE

27. TRADE AND OTHER PAYABLES

27. RH R H M FE 1 HRIR

|

2018 2017

—E-N\F —ZT—LtF

HK$'000 HK$'000

THET FERT

Trade payables B EFE 25,253 17,885
Receipts in advance FE UK IR 1,885 1,027
Accruals and other payables Bt ERREMENRIE 19,226 19,894
46,364 38,806

Included in the Group's receipts in advance as at 31

March 2018 were deposits received from customers of
approximately HK$601,000 (2017: HK$357,000).

The ageing analysis of trade payables based on invoice date

AEBR-ZE—N\EFE=A=+—HzHE
WHEEFEEEFWE ZZE4601,000
B (ZZE—+t % :357,0008T) °

BREZAHZEZRNREZRR DN

is as follows: mr

2018 2017
—E—-N\%¥ —E—tF
HK$'000 HK$'000
FET F#E T
0 to 90 days 0£90H 16,136 9,003
91 to 180 days 91£180H 3,141 1,938
181 to 365 days 181£365H 1,828 2,052
Over 365 days HiB365H 4,148 4,892
25,253 17,885
The average credit period on purchases of certain goods is in BEETEMZFHEEERANF30H

range from 30 to 90 days. £90R °

HUA XIA HEALTHCARE HOLDINGS LIMITED ANNUAL REPORT 2017/2018



mM

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B 3 SO 255 Hit 3 B Wk

For the year ended 31 March 2018 B ZE—ZE—NF=A=+—HILELFE

28. BANK BORROWINGS 28. BITHEE
2018 2017
“B-N\F —ZE=—tF
HK$'000 HK$'000
THET FERT
Bank borrowings — secured IRITIEE —HIKH
(notes (a) and (b)) (K &E(a) K (b)) 10,000 13,081
2018 2017
ZE-N\%F —E—+tF
HK$'000 HK$’000
FET FHET
Carrying amount repayable: FEEZRESEE:
Within one year shown under — R FFARBERE
current liabilities 10,000 13,081

Notes:

Bt :

(@) As at 31 March 2018, the secured bank borrowings of (@ MW=

approximately HK$10,000,000 (2017:
HK$13,081,000) carries variable interest rate at 6.09% (2017:

6.53%) per annum.

As at 31 March 2018 and 2017, the secured bank borrowings
were secured by certain prepaid lease payment (Note 17), and
were secured by personal guarantee provided by a director of

approximately

E-NE=H=+—H BEH
$RITE E 410,000,000 T (=ZF—+
% 1 #913,081,00058 7T ) J3 LL6.09E (=

T—tHF:653E) 2FBFRNERHE -

R-ZZB-NFR=ZF
B BRFRTEE
M8 (MiEE17) RMB AR ESRME 2

—tH&=A=t-—
I YETRMAESR

a subsidiary. AERERA -
(b)  The carrying amount of the Group’s bank borrowings are (by FEEZRITEEZHREEGUARE
denominated in RMB. BREE
29. AMOUNTS DUE TO NON-CONTROLLING 29. MEfFIFIRARBR R Z R IR

SHAREHOLDERS

Amounts due to non-controlling shareholders are unsecured,

interest free and repayable on demand.

FEAY FE 2 IR IR 3R 2 3K

ERERR RERK

AEERER-

EERBEMARA A 2017/2018 4
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS _
A B W e Ak M R

For the year ended 31 March 2018 Bl Z —E— \F=A=+—HIFE

30. CONVERTIBLE NOTE

On 9 May 2007, the Group acquired the entire issued share
capital of Hero Vision at a consideration of HK$157,300,000,
of which HK$33,000,000 was satisfied by the issue of
convertible note (the “Convertible Note”). The Convertible
Note initially matures at the second anniversary of the issue
date. On 8 May 2009, the maturity date of Convertible
Note was extended from 8 May 2009 to 9 May 2017. The

conversion price share was HK$1.90.

The Convertible Note contains three components,
redemption option, liability and equity elements. The
equity element is presented in equity heading “Convertible
note reserve”. The effective interest rate of the liability

component is 10.97%.

The fair value of the liability component was calculated using
a market interest rate for an equivalent non-convertible
bond. The residual amount, representing the value of the
equity conversion component, was included in shareholders’

equity in convertible note reserve.

The Convertible Note which issued on 9 May 2007 (the
“Convertible Note 1”) recognised in the consolidated

statement of financial position was calculated as follows:

30. _HQHQ“E

R-ZZFZELtFRANA - AEEURE
157,300,000 T g E =22 HTR
A R {8733,000,00058 T B EBEITH
BEREE((TEREED XS -TER
EERBTARETRMBFEREE -
RZBTFAFEANR JBREREE 23
HEHEHE-ZZNERANBLEEZ=

—tFERANB - BRREH1.90E T

THRERREAEEDRER aERER

DoREH O NERRATRRERE
BEIRT 2 -BEHBI 2EBBRNERS
10.97E °

BEPIZAFEDUSEFIRRE
%zm%%¥#§°ﬂﬁéﬁ%ﬁéﬁﬁ
B Z2EBE DEATEREEREZR
REZW -

nH

REEUBRARRERZR-ZTZTLHF
FRAANARTZARKRER ([TRRE
B ZstEWT:
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A T e Ak M R

For the year ended 31 March 2018 B ZE—ZE—NF=A=+—HILELFE

i

|
|1,1*‘
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i

30. CONVERTIBLE NOTE - continued 30. AR RE 18
HK$'000
FET
Fair value of Convertible Note | issued on R-EELFEFTANBEITZ
9 May 2007 AREBEZEE1IZ2AFE 54,750
Derivative financial instruments TESRMIA 514
Equity component BRI (25,125)
Liability component on initial recognition NSEIFEZEEH IR
and amortised cost at 9 May 2007 MRZZBEBELFHANB Z#HEKAK 30,139
Amortised cost as at 1 April 2016 MREZZ—ARENA—HZ#HERA 5,911
Interest expense F BB X 663
Interest payable EARIE (130)
Amortised cost as at 31 March 2017 and REBE—+tHF=A=+—80K
1 April 2017 —E—tFMA—HZEHEAKR 6,444
Interest expense FERX 70
Interest payable FE A3 FI 2 (14)
Redemption of Convertible Note | BE o] AT 2 iR E 45 1 (6,500)
As at 31 March 2018 R-ZE—N\F=HA=+—H -
As at 31 March 2018, there were no outstanding principal R-ZE-—NF=ZA=+—H HETERRK
amount of Convertible Note | (2017: HK$6,500,000). EE—CEHAEERSRE (ZE—t5F:
6,500,000/&7T) °
Interest expense on the Convertible Note | is calculated AEREE -2 ERZIERAERA
using the effective interest method by applying the effective BEAREBEEND 2EBBEFIZR1097E
interest rate of 10.97% to the liability component. o

EERAEM AR AR 2017/2018 5l 189
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS —

A 7 A 5 R W R

For the year ended 31 March 2018 HZ ==&

—NE=AS+—HLFE = T ==

30. CONVERTIBLE NOTE - continued

The Convertible Note issued on 1 June 2015 (the
“Convertible Note II”), the maturity date of Convertible Note
Il ' was from 1 June 2015 to 31 May 2017. The conversion
share price was HK$0.65.

The Convertible Note Il contains two components, liability
and equity elements. The equity element is presented in

equity heading “Convertible notes reserve”.

The fair value of the liability component was calculated using
a market interest rate for an equivalent non-convertible
bond. The residual amount, representing the value of the
equity conversion component, was included in shareholders’

equity in convertible note reserve.

The Convertible Note Il recognised in the consolidated

statement of financial position was calculated as follows:

30. ‘H&ﬂﬁ‘—‘ﬁ—ﬁ
ARREENR-ZE-RFE~A— AT
(TR EE=]) THEREE_-23
HEABR-—Z-HEFAA—HBE=-Z—t
FRAA=+—H - #RER0ESEBTe

JREEE_SEREREEWARD - #
S A RERR [T RREBHEIET
5l

BX

Hln

BERDIZRAFEDUAEEFRTRKRE
HZ2mBENRTE -NRESE/AERER
Mo 2 BE B ATRREE#HE 2R
REZmA

REAHBRRERE 2 TRRER=
ZEEmT :

HK$'000
F& T

Fair value of Convertible Note issued on RIE—RFERA—BBIZ
1 June 2015 ARESEZAFE 84,292
Equity component =D (9,866)

Liability component on initial recognition and ~ #SEREZEEHR I &

amortised cost as at 1 June 2015 MN-ZE—REARP— B2 74,426
Amortised cost as at 1 April 2016 R-Z—ARFNA—HZEHERAR 77,267
Interest expense FE B X 9,454
Interest payable BRI E (4,115)
Disposal of subsidiaries (Note 37(b)) HEWB DR (MEE37(b)) (82,606)

As at 31 March 2017, 1 April 2017 and
31 March 2018

190

R=ZE—+t&=A=+—8"
“E-—tHENA-HRK
=

—-\$#=A=+—H -
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30. CONVERTIBLE NOTE - continued
During the year ended 31 March 2017, the Company
disposed of the Wanjia Group by way of distribution in
specie, since the Wanjia Group is no longer the subsidiaries
of the Company, the convertible notes of Wanjia Group was

derecognised at the completion date of distribution.

Interest expense on the Convertible Note Il is calculated
using the effective interest method by applying the effective

interest rate of 13.11% to the liability component.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B 3 SO 255 Hit 3 B Wk

3 :; For the year ended 31 March 2018 Bl Z—E— \F=ZHA=+—HILFE

30. AT BRI — 4R

BE-_Z—+tHF=ZA=+—HLFE &
DAUNBYSRAFNEEERZER HR
BEEEETEBARRAZHBLAR B
EEBCURAREENRSREKAHE
BUETER ©

ATHRBEEE_—_2ANERINEABERR
BEEREBEEBEHNI 2EBRRA=EI131MEF
%‘-O

31. PROMISSORY NOTES 31. AR FRE

2018 2017
—E—N\E —E—tF
HK$'000 HK$'000
THET FET

Analysed for reporting purposes as: BMTHEEZ2FHRZDM:
Current portion MENED D 1,992 -
Non-current portion FERENEZL 2 40,705 33,021
42,697 33,021

wEEREmMARAA 20172018 8 191



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS -
A B W e Ak M R =

For the year ended 31 March 2018 HZ ==&

—NF=B=+—HLFE = z e

On 8 March 2010,
note (the “Promissory Note |”) in a principal amount of
HK$290,000,000 due on 7 March 2020. The Promissory

Note was issued for acquiring the entire issued share capital

the Company issued promissory

of Nurture Fit Limited and bear interest at 1% per annum,
payable semi-annually in arrears. The effective interest rate is
3%.

During the year ended 31 March 2017, aggregate amount
of approximately HK$41,970,000 was early redeemed
by the Company. Loss early redemption of approximately
HK$3,030,000 was recognised in relation to the early

redemption.

31. PROMISSORY NOTES - continued 31. AR RIE— &
The following tables summarised the movement of financial TRBABE_Z—_NEFR_ZF—tF
liability component during the years ended 31 March 2018 =SA=t—HLFEZz2RABENRs 2
and 2017. 25
Promissory  Promissory  Promissory
Note 1 Note 2 Note 3 Total
EARARE— ARFEEZ ARERE= &t
HK$'000
TET
As at 1 April 2016 RZZE—~ENA—H 74,104 - - 74,104
Early redemption REEE (41,970) = = (41,970)
Interest expense FMERX 1,384 = = 1,384
Interest payable ERFE (497) = = (497)
As at 31 March 2017 R-ZE—tF=ZA=+t—-HRK
and 1 April 2017 —E—tHFNMA—H 33,021 = = 33,021
Issue of promissory notes BATREEE = 6,821 1,984 8,805
Interest expense AMERE 1,037 519 50 1,606
Interest payable ERFE (364) (329) (42) (735)
As at 31 March 2018 RZE-N\E=F=+—H 33,694 7,011 1,992 42,697
Promissory note | ARRE—

RZZE—Z=F=ANB ERAFEHTAE
£ %8290,000,000 8 THE R ==
FZATtHEMZEAEZRE ([RALEE
— D - AREBDARBERERRAR
2HEBRITRAMEIT REMFI1EF
B BY¥FRE—R-BEAMEAIE-

REBE-_Z—tF=A=+—HLEFE"
AAFIRPERETENAH41,970,000/%
NTZAARERE FIERBEERIAREEE
Z 518 #93,030,00058 JT °
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31. PROMISSORY NOTES - continued

As at 31 March 2017, the outstanding principal of
the Promissory Note | was HK$35,000,000 (2017:
HK$35,000,000).

Promissory note Il

On 5 June 2017, the Company issued promissory note (the
“Promissory Note II”) in a principal amount of HK$8,000,000
due on 4 June 2022. The Promissory Note Il was issued for
daily operation and bear interest at 5% per annum, payable

semi-annually in arrears. The effective interest rate is 9%.

As at 31 March 2018, the outstanding principal of the
Promissory Note Il was HK$8,000,000 (2017: HK$Nil).

Promissory note lll

On 27 December 2017, the Company issued promissory
note (the “Promissory Note IlI”) in a principal amount of
HK$2,000,000 due on 26 June 2018. The Promissory Note
Il was issued for daily operation and bear interest at 8%
per annum, payable semi-annually in arrears. The effective

interest rate is 9%.

As at 31 March 2018, the outstanding principal of the
Promissory Note Ill was HK$2,000,000 (2017: HK$Nil).

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

7 WA 5 R W Rk

For the year ended 31 March 2018 B ZE—ZE—NF=A=+—HILELFE

31. ARRIE— iR

R-BE—tF=HA=1+—H ELEE—
2 REEAREEEA35,000,000/8 7T (=
ZE —+ £ :35,000,000/8T) °

ARFREZ

R-ZB—+tEXARRB AQABTEAE

68,000,000 B T R =—F = —F < A
Iz ARER ([REEE=]) -

AREB-_DAABKEMRIT REF

KSEFE  BEFRE IR -BRAER

9F -

REZFBE-—N\F=RA=1+—H0 ALEE=
2 18 R {EIE R £ 56 48,000,0008 5T (=
E—tF TEIT) e

ARRE=
R-ZE—+tFE+=A=++tH AAFE
1T74£%82,000,0008 TAEHAR=ZF— N\
FRAZTABEBZALRE (TRR
EE= ) AREE=DNAAESEMmE
T RENRIEE - BHEERE—Ke
ERFERIE-

RZZE-—NF=ZA=1+—RH ALEE=
2 R{EEAREEEA2,000,0008 5T (=
E—+tF TEIT) e
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS —
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For the year ended 31 March 2018 Bl Z —E— \F=A=+—HIFE

32. DEFERRED TAX LIABILITIES 32. BERHAKR
The following are the major deferred tax balances recognised UTAAFERBAFERIAZEEER
and movements thereon during the current and prior year: ERIEE SRR 2 &5
Deferred tax liabilities: EEBIEEE:
Convertible
note
CIE: 124
HK$'000
FH&T
As at 1 April 2016 R-ZE—ARFMNAH—H 841
Disposal of subsidiaries (Note 37) HEMB QR (MiEE37) (122)
Credited to profit or loss (Note 12) st AR (MizE12) (529)
As at 31 March 2017 and 1 April 2017 R-E2E—tHE=ZA=+—HK
:i—tEME—E 190
Credited to profit or loss (Note 12) sTAEE (KEE12) (190)
As at 31 March 2018 i

At the end of the reporting period, the Group has unutilised
tax losses of approximately HK$42,736,000 (2017:
HK$41,654,000) available to set off against future assessable
profits. No deferred tax asset has been recognised in respect
of the unutilised tax losses due to the unpredictability of
future profits streams of the subsidiaries which incurred the
tax losses. These tax losses in Hong Kong may be carried
forward indefinitely and the tax losses in PRC may be expired

within five years.

—E-N\F=B=+—H =

REEHR AEB 2R ABEE
B #42,736,0008 T (=& — L F:
41,654,0007% 7T ) B] FA{E 1K 85 R 2R FE SR Bt
BR - HREEBBEHBZMBLATZK
3 5 I SR B A AR - 0 A R R B AR
BEERIAELCHELEE ZEEBHK
BEAERALERPEBEEB A
REFREH-
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33. DIRECTORS’ REMUNERATION

The remuneration of every director for the years ended 31
March 2018 and 2017 are set out below:

For the year ended 31 March 2018 HZ =& —

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

5 W 55 Hie % B wE

NF=ZA=+—-HLEFE

33. E¥EM &
EEERBE-_B-N\ER-B—L%F
—A=+-RALEEZRMEREND

T
Retirement
benefits Share-based
Salaries and scheme payment
Fees other benefits contributions expenses Total
LkpaERe
e HaRAMET BRI R fHERM% it
2018 2017 2018 2017 2018 2017 2018 2017 2018 2017
ZE-0\F -“E-tF ZB-N\E “E-tF ZB-\FE -“T-tF ZB-N\FE -“IT-+F ZB-N\E -T-tF
HK$'000 HK$'000 HK$"000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET FET TiEn FERT TiEn FER TiERn FER TiEn
Executive directors BITES
Jiang Tao BE - = 1,690 1,690 18 18 14 336 1,722 2,044
Zheng Gang 1] - = 1,777 1,777 18 18 14 336 1,809 2,131
Huang Jiaging EmE - - 144 128 - - 14 321 158 449
Yung Ka Chun 2B = = 600 600 18 18 12 287 630 905
Lin Jinzong (appointed on HER(R=ZB-REF
11 November 2016) t+-At—-REZR) 360 140 18 7 = = 378 147
- - 4,571 4,335 72 61 54 1,280 4,697 5,676
Non-executive directors FUTESR
Wong Yu Man, James IHE - - 120 120 6 6 2 46 128 172
Tang Xun H - - 60 60 - - 6 137 66 197
Chan Chi Ming, Tony BRF 8
(appointed on (R=B-RF
11 November 2016) +-A+—-HEZE) - - 60 23 - - - - 60 23
- - 240 203 6 6 8 183 254 392
Independent BUFLRTES
non-executive directors
Wong Ka Wai, Jeanne ERE 120 120 - - - - - - 120 120
Hu Shanlian HEH 9% 75 - - - - - - 96 75
Lu Chuanzhen BER 96 75 - - - - - - 96 75
Zhang Bin (appointed on RE(R=FT—~%F
25 October 2016) TA-tEREZM) 96 4 - - - - - - 96 4
408 312 - - - - - - 408 312
408 312 4,811 4,538 78 67 62 1,463 5,359 6,380
During the years ended 31 March 2018 and 2017, the REBE-Z-—-N\EFR=-ZF—tF=A

executive director of the Company, Mr. Jiang Tao was also

the chief executive officer of the Company.

H||F”|i

=t—-BLEHFER: ﬂiﬂﬁZi}Lﬁ%%%
BEETRBEARNR ZITHAR -
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33. DIRECTORS’ REMUNERATION - continued 33. EEEHQ ﬁa

During the years ended 31 March 2018 and 2017, no REBE-Z-—-N\NER=-ZF—tF=AH
emoluments were paid by the Group to the directors or chief =t+t—BLFE: $%Hﬁﬁﬁ§$§iﬁ
executive officer as an inducement to join or upon joining BABZIME AR S| EmEAREERME
the Group or as compensation for loss of office. None of the ANMBREIBEBHEE - AWEEER
directors or chief executive officer has waived or has agreed BMEREERTHARMETMAME -

to waive any emoluments during both years.

34. EMPLOYEES' EMOLUMENTS 34. ERE &
Senior management emoluments and five highest BEREEARHMERIEERFER
paid employees
The five highest paid individuals during the year included FREEZEFATERENE (Z2—+
four (2017: four) directors. Details of whose remuneration F NZ)ES-HE2MESFHFBEHRAEG
are set out in Note 33 to the consolidated financial B REIRTRMEE3S o
statements.
For the year ended 31 March 2018, the details of the BE-_Z—)/\F=ZA=+—HLFE &}
remuneration of the remaining one (2017: one) non- T—B(ZE—tF . —R)IEEF2HR
directors, highest paid employees are as follows: SHEEZMESFBNT
2018 2017
—E-N\F —ZT—LtF
HK$'000 HK$’000
THET T
Basic salaries and allowances E$¥ﬁ§:&)‘$ﬁﬁ 1,077 1,025
Retirement benefits scheme contributions 3B {K%E Rzt &I K 18 18
Share-based payment expenses IR EER N 4 87
1,099 1,130

HUA XIA HEALTHCARE HOLDINGS LIMITED ANNUAL REPORT 2017/2018
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34. EMPLOYEES' EMOLUMENTS - continued
The number of these non-director, highest paid employees
whose remuneration fell within the following band is as

follows:

E S For the year ended 31 March 2018 HiE =& —

34.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B 3 SO 255 Hit 3 B Wk

NF=ZA=+—-HLEFE

ERMME &
MEBRTIHHEZZSHES 2 HBS
FHEE AH:

2018 2017

—E-N\F —E—+tHF
Nil to HK$1,000,000 Z2%1,000,0005% 7T - -
HK$1,000,001 to HK$1,500,000 1,000,001 5t £1,500,00058 JT 1 1

The emoluments of the senior management (excluding KATZEREBAE (TEEESE)Z
directors) of the Company are within the following band. e BR T S E -

2018 2017

—B-—N\F —ZT—LtF

Nil to HK$1,000,000 = %1,000,0005%8 7T = -

HK$1,000,001 to HK$1,500,000 1,000,0017& 7t £1,500,0007%8 JT 1 1

During the years ended 31 March 2018 and 2017, BE-ZE-N\FR-B—tF=ZA=+-—

no emoluments were paid by the Group to the senior
management or the five highest paid individuals as an
inducement to join or upon joining the Group or as

compensation for loss of office.

None of the senior management or the five highest
paid individuals has waived or has agreed to waive any
emoluments during the years ended 31 March 2018 and
2017.

ALEE AEEYTEQSREBEASDN
hEZEHFALNME ARSI EMNEA
REBNELSMBRSNBBAEE-

REBEAEHAERSHFALTRE
NERZZB-—EtF=ZA=1+—
EFECRRACDERREMME -

B
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H
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For the year ended 31 March 2018 Bl Z —E— \F=A=+—HIFE

35. SHARE OPTION SCHEME

Post-listing share options

Pursuant to the post-listing share option scheme adopted
by the Company on 20 April 2002, the Company may grant
options at HK$1 per offer to any director, employee, any
supplier of goods or services, any customer, any person or
entity that provides research, development or other technical
support or any shareholder of the Group or any investee or
any holder of any securities issued by any member of the
Group or any investee, for the primary purpose of providing
incentives to them, to subscribe for shares in the Company.
The total number of shares in respect of which options may
be granted under the post-listing share option scheme shall
not exceed 10% of the issued share capital of the Company
from time to time. No participant shall be granted an option,
if exercise in full, would result in the total number of shares
already issued under all the options granted to him or her
that are for the time being subsisting and unexercised in
any 12-month period would exceed 1% of the total number
of shares in issue. The exercise price of the share will be
determined at the higher of the average of closing prices of
the shares on the Stock Exchange on the five trading days
immediately preceding the date of grant of the options; the
closing price of the shares on the Stock Exchange on the
date of grant; and the nominal value of the shares. The share
options are exercisable for a period not later than 10 years

from the date of grant.

35. Rz HEs &

L v % B 4
REAATAAR-_SE_FHA=-TAHK
Mz LtmEBRESE AQTTAEE
REBREZZWE BT ZAEBRASE
BEMES -ES EAERRNBHEE
B EAEFURRMHTR BRI EAM
BMiXBEZEFAALRER SAEH
REMESREERZEMRRIEER
FAREARAREIREESEMBITEM
BEZAABEABREATRBRD AR
HzBRE URBERAL - RELD
FERESETFREECERESRZ
RPDBEHFSEBERANBRTRERITR
A10% o i RBEEAITER B EBREM
T-EAHEARERTF —E2HEZS
BREFEEFEEMKRTEZBREM

ERITZROBE BRERTROLE
1% BIREMZSEERLBRE R
BZITEEEUARONRBEREBERE
AHAIRERXS BEBRAZFEHERS
B ROAEEBBEBIMZBHE:;
EBROHBE=EH2BSEEE -BRE
ARFAERERE BHRT0F ZHR
AATE
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35. SHARE OPTION SCHEME - continued

Post-listing share options — continued

The Company also adopted a new share option scheme
(the “New Share Option Scheme”) on 10 August 2011,
the Company may grant options not less than the highest
of (1) the closing price of the shares as stated in the daily
quotations sheet of the Stock Exchange on the date of
grant, which must be a business day; (2) the average closing
price of the shares as stated in the daily quotations sheets
of the Stock Exchange for the five business days immediately
preceding the date of the grant; and (3) the nominal value
of the share on the date of grant to any employee of the
Company or any of its subsidiaries including any executive
and non-executive directors of the Company or any of its
subsidiaries, and any suppliers, consultants, agents and
advisers or any person who, in the sole discretion of the
Board, has contributed or may contribute to the Group.
The total numbers of shares may be issued upon exercise
of all outstanding options granted and yet to be exercised
under the New Share Option Scheme and any other share
option schemes of the Company must not exceed 30%
of the relevant class of shares in issue from time to time.
No options may be granted under the New Share Option
Scheme or any other share option schemes of the Company
if this will result in this limit being exceeded. Any grant of
options to a connected person (including but not limited
to a director, chief executive or substantial shareholder)
or its associates must be approved by the independent
nonexecutive directors (excluding any independent
nonexecutive director who is the grantee of the options).
No participant shall be granted an option, if exercise in full,
would result in the total number of share issued and to be
issued upon exercise of the options granted to him or her
that for the time being subsisting and unexercised in any
12-month period would exceed 1% of the total number of
shares in issue. The share options are exercisable for a period
not later than 10 years from the date of grant but subject to

the early termination of the New Share Option Scheme.

B 3 SO 255 Hit 3 B Wk

For the year ended 31 March 2018 B ZE—ZE—NF=A=+—HILELFE

35. Rix{ERIE—1&

T i B AR 4 — 4
RARTFR=ZZF——FN\AB T BERAH
BREE (THBRESE]) -A27
ﬁlﬁiﬂx"ﬁﬁiﬁﬁcﬁﬁﬁlﬁ"ﬁZEﬁE

S - BREAQAAXEEAMBLR 2E
ﬁ%ﬂlﬁ&#%ﬂ TESE REMHESD B
B -REREAAREZSZ2RBERS
HAEEBELARELHEMZEMA
i’ﬁtﬂ,ﬁ%ﬂ“%"ﬁ TEETSER T
BFEERS DB P B RERARR
fﬁ}E’\‘ﬁ‘tﬂEIHH AREXH)ZHWTE
(2 )%xﬁﬁ@ﬁ*ﬁﬁ%ﬁﬁ*ﬁﬂﬁﬁﬁ’\%ﬁﬁ?
HEMAREEEER 2 FPUHE: KQ3)
R WXL B 2EE - BTEREHE
PRFERT B K A 1 R A H A B IR #E =T &
RmiEARITERN A BRER A&7
HIRDAH  TEBENKEBERC®
TIRIDE30% - EREBTESERL
PRYUEE - BT AR BT 8 AR AT Bl A
NEAMEMHMBRET R EBRE [
FEAL (BEEFTRRES TETH
AEBHEBRRR) REBHBALREEM
BRE HEARGSEIFUTES (I8
RERBRERRANEMBELIFEHNT
B )ME-ENBEEHETSERBR
B ERBITER  SERREM+ =@
AHBERTEEERNERE (ERER
RABTEE)MERTRETRITHR
NRBEBCRHITROLEN1% - BR
BURTERBREBHPE105F 28
BATUTE AR RELILHNBRE
sHEIFTRR -

R RAE M AR A A 2017/2018 w5 199
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For the year ended 31 March 2018 B ZE—ZE—NF=A=+—HIEFE

35. SHARE OPTION SCHEME - continued 35. fshx i
Post-listing share options - continued L% A B
Number of share options
WERERE
Outstanding Granted *Exercised  Adjustment Lapsed Outstanding Exercise
Type of at during during during during  at 31 March Date of price Exercise
Participants 1 April 2017 the year the year the year the year 2018 grant per share period
R-8—t#F RZS-\F
mA—-H ZA=+-H
BHREWR R T FREH "ERTTE FRRE FREN MRTE SHAMW BRITER T
Directors EE
Mr. Zheng Gang WLt 4,410,000 = = = = 4,410,000 16 April 2015 HK$0.68 18 April 2015 to
—Z-EF 0.687 7T 18 April 2018
mA+<E —Z-Ef
AtNBE
ZE-N\F
mA+NE
Dr. Jiang Tao BEEL 4,410,000 = - = - 4,410,000 16 April 2015 HK$0.68 18 April 2015 to
—E-1% 0.687 7T 18 April 2018
mA+XA —Z2-5f
mA+NBE
—B-N\E
mA+NE
Dr. Huang Jiaging EMESLE 4,200,000 = = - - 4,200,000 16 April 2015 HK$0.68 18 April 2015 to
—E-1% 0.687 7T 18 April 2018
mA+X<A —E2-1F
BtNRE
ZB-N\F
mA+NE
Mr. Yung Ka Chung BREXLE 3,960,000 = = = - 3,960,000 16 April 2015 HK$0.68 18 April 2015 to
(appointed as the (R=Z-HE5FMA ZZ-1F 0.68 7T 17 April 2018
Company executive ~ =t RAEZTAAA mA+AE —B-EF
director on ARTES) mA+NBZE
20 April 2015) ZE-N\F
mA+tR
Mr. Wong Yu Man, IHREE 1,000,000 = = = - 1,000,000 16 April 2015 HK$0.68 18 April 2015 to
James —Z-1% 0.68 7T 17 April 2018
mAt7H —2-%f
B+NBE
—E-N\F
mA+tR
Mr. Tang Xun BHEE 3,000,000 - - - - 3,000,000 16 April 2015 HK$0.68 18 April 2015 to
ZZ-T1F 0.687 7T 17 April 2018
Rt —Z-E1F
BTNEBZE
—Z-\%
mA+tR
Employees E& 450,000 - - - - 450,000 30 March 2009 HK$0.5 30 September 2009
“BEAE 0587 t0 29 March 2019
=ZA=1H —ERENF
NE=Z+BE
E-NF
=ZA=thA
43,660,000 - - - - 43,660,000 16 April 2015 HK$0.68 18 April 2015 to
—E-1% 0.687 7T 17 April 2018
At7iHE —2-1
mA+NBE
—B-N\E
mA+tE
65,090,000 = = = - 65,090,000
Weighted average mEFHTEE HK$0.68 - - - - HK$0.68
exercise price 0.687% 7T 0.68%8 7T
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35. MRBxHERT B — 4R

Post-listing share options - continued ITHiEmEE &
Number of share options
WERERE
Outstanding Granted #Exercised  Adjustment Lapsed Outstanding Exercise
Type of at during during during during  at 31 March Date of price Exercise
Participants 1 April 2016 the year the year the year the year 2017 grant per share period
RZS—RF R-S—t%F
mA—-H ZA=+-H
BHREWR R T FREH 'ERTTE FRRE FREN MRTE SRHAMW BRITER T
Directors =2

Mr. Zheng Gang % 4,410,000 - = = - 4,410,000 16 April 2015  HK$0.68%7T 18 April 2015 to
—Z-1% 0.687 7T 18 April 2018
WA+~ ~F-nf%
B+NBE
ZE-N\F
mA+NE
Dr. Jiang Tao BEEL 4,410,000 = = - - 4,410,000 16 April 2015 HK$0.687% 7T 18 April 2015 to
—E-1% 0.687 1T 18 April 2018
At+iHE —Z-1F
mA+NBEZE
—B-N\E
mA+NE
Dr. Huang Jiaging EMEEE 4,200,000 - - - = 4,200,000 16 April 2015 HK$0.687% 7T 18 April 2015 to
—Z-1F 0.68/8 7T 18 April 2018
AtAE —Z-Ef
AtNBE
ZE-N\F
mA+NE
Mr. Yung Ka Chung  SEBX4E 3,960,000 - = = = 3,960,000 16 April 2015 HK$0.687 7 18 April 2015 to
(appointed as the (R=Z-15WMA —Z-51% 0.6838 T 17 April 2018
Company _+EIE§{I%$‘D\ mA+x<A —E-Hf
executive director ARTES) mA+NARZE
on 20 April 2015) —E-N\E
mA+tHR
Mr. Wong Yu Man, IHREE 1,000,000 = = = - 1,000,000 16 April 2015 HK$0.687% 1T 18 April 2015 to
James —Z-1% 0.68 7T 17 April 2018
At+xBE —E-1F
B+NEBE
—E-N\F
mAtEE
Mr. Tang Xun BHEE 3,000,000 = = = - 3,000,000 16 April 2015 HK$0.68% 7T 18 April 2015 to
—E-R% 0.687 1T 17 April 2018
mA+xA —E-1f
B+NBE
ZE-N\F
mA+tR

wxmngmanaq 20172018 #8201
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For the year ended 31 March 2018 i E=E— \F=A=+—HILEE = _ i

35. SHARE OPTION SCHEME - continued
Post-listing share options - continued J:ﬂi&ﬂiﬂﬁﬂ—

Number of share options

Outstanding Granted #Exercised  Adjustment Lapsed Outstanding Exercise
Type of at during during during during  at 31 March Date of price Exercise
Participants 1 April 2016 the year the year the year the year 2017 grant per share period
RZB—R%E R-B—-tF
mA—-A ZA=+-H
BHERR HRTE FREH HERTTE FARE FRENR AETE SHAW BRITER fTER
Employees (== 459,739 = = = (459,739) - 13 July 2006 HK$3.61 13 July 2006 to
ZZERE 3.618T 12 July 2016
tA+t=H ZEERE
tA+ZHE
—E-RX
tA+=H
1,042,253 - - - (1,042,253) - 21 Mar 2007 HK$2.94 21 March 2007 to
ZEZLE 2,948 7T 20 March 2017
ZA=t+-8” ZERLF
ZA=+-A%
—E-tF
=A=tH
450,000 - - - - 450,000 30 March 2009  HK$0.5 30 September 2009
= ks 0587 to 29 March 2019
=A=tH ZEENE
NAE=+BZE
Z2-NE
=A=thA
43,660,000 - - - - 43,660,000 16 April 2015 HK$0.68 18 April 2015 to
—Z-1% 0.687 7T 17 April 2018
mA+X<A —Z-1F
mA+NBE
ZB-N\F
mA++A
66,591,992 - - - (1,501,992) 65,090,000
Weighted average mEFHTEE HK$0.73 - - - HK$3.15 HK$0.68
exercise price 0.738 T 3158 T 0.6878 7T
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35. SHARE OPTION SCHEME - continued

Post-listing share options — continued

The post-listing share options outstanding at 31 March 2018
had weighted average remaining contractual life of 0.36
(2017: 1.05) years.

Notes:

(i) The Group recognises the fair value of share options granted
as an expense in the consolidated statement of profit or loss
and other comprehensive income when they were granted
with a corresponding increase being recognised in share-based
payment reserve. The employee share-based payment reserve
is transferred to share capital and share premium, together
with the exercise price, when the option holder exercises
its rights. During the year ended 31 March 2018, 189,000
(2017: HK$4,401,000) share-based payment expenses were
recognised.

(i) The estimated fair value of each option granted on 13 July
2006, 21 March 2007, 30 March 2009 and 16 April 2015 are
approximately HK$0.226, HK$0.0188, HK$0.0384, range from
HK$0.012 to HK$0.021 and HK$0.2401 respectively.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B 3 SO 255 Hit 3 B Wk

For the year ended 31 March 2018 B ZE—ZE—NF=A=+—HILELFE

35. MEBRHE Rt B — 18
TR -
R-ZBE-NFE=ZA=1+—BiERTHEZ

mEBREZMETFIIRERSOER
R036F (ZE—LF:1.055)

2 :

() AEERBERERENESEEREE
thEERERARACREBEREZD
FEAEIEH GRURGEERZ TR
REAEIEELEM - BEEURNKAE
BeNRBEEIRBRESFEATEL
BFRERTEEERZERARR MR
E-REBZE-Z-N\FE=A=+—-H1L
FE 189,000 TERERE (ZE—t
F:4,401,000/8 ) BUR B A ER
RZRX -

P

-z tA+=A-=T=tHF
EEZ'T‘—EI —ETAF=A=1+H
CE-FFMNATAEREZEMHE
IRIEZ AT AFED BN E0.226/E T
0.01883% 7T ~ 0.038438 T » /i F0.01258
JLE0.021/8 5T K% 0.240158 7T

(i)
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For the year ended 31 March 2018 Bl Z —E— \F=A=+—HIFE

35. SHARE OPTION SCHEME - continued

Post-listing share options — continued

Notes: — continued

(iiiy  The fair values were calculated using the Binomial Option

Pricing Model. The inputs into the model were as follows:

35. Hﬁﬂﬁﬂ“fﬂl—ﬁ

LB — 4R
MisE: — &

(i) AFEDA-EAHEEEETH-
HZEXBAZERNT

Share option grant date

MERR RN A M
13 July 21 March 30 March 16 April
Date of grant 2006 2007 2009 2015
—EETREF —Z2TtF —ZEThEF —Z-i%F
#HAH tA+=H =A=+—H =R=+H mA+7KH
Stock asset price BRHEEE HK$0.83 HK$0.51 HK$0.03 HK$0.594
0.83% 7T 0.51% 7T 0.03% 7T 0.5943% 7T
Exercise price TEE HK$0.627 HK$0.51 HK$0.05 HK$0.68
0.627# T 0.51% 7T 0.05%8 7T 0.687& T
Expected volatility T8 HA R 1@ 57.06% 119.62% 100.13% 71.54%
Risk-free rate AR S = 3.984% 3.682% 1.62% 0.664%
Expected dividend yield FEHIRR B 0% 0% 0% 0%
The volatility measured at the standard deviation of expected RIEPHRERR 2 EERETEZRIE

share price returns is based on statistical analysis of daily

DRESERH BB —F 25 ER

BELFe LM EDRENBERES

prices over the one year immediately preceding the grant
date. The above calculation is based on the assumption that
there is no material difference between the expected volatility
over the whole life of the options and the historical volatility

of the shares set out as above.

Because the Binomial Option Pricing Model requires the input
of highly subjective assumptions, including the volatility of
share price, changes in subjective input assumptions can

RO 2 TR B R i B _E P 2 AR 40 R
PRE 2 ZEWFERBMBE

HR=

HEXAMEEERATESEEZE

2B BEROER ZRIE  REEH

ABBERRZSBUHEKX

FENFE

materially affect the fair value estimate.

(iv)  As at 31 March 2018, 65,090,000 (2017: 65,090,000) share

options are exercisable.

204

B (it 5t o

(vv R=F-—NE=A=+—-B AFT
2 BREHE 565,090,00010 (==
— £ 4 :165,090,00019) °
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35. SHARE OPTION SCHEME - continued

Post-listing share options — continued
Notes: — continued

(v)  In accordance with the terms of share-based arrangement, the

share options granted on 30 March 2009 are exercisable in

the following manner:

(a)

up to 40% of the share options granted to each
grantee shall be exercisable on or after 30 September
2009 to 30 March 2010;

up to further 30% of the share options granted to each
grantee shall be exercisable on or after 31 March 2010
to 30 March 2011; and

all the remaining 30% of the share options granted to
each grantee shall be exercisable on or after 31 March
2011 to 30 March 2013, and in each case, not later
than 29 March 2019.

(vi)  In accordance with the terms of share-based arrangement, the

share options granted on 16 April 2015 are exercisable in the

following manner:

(a)

||||lH|i

up to 40% of the share options granted to each
grantee shall be exercisable on or after 18 April 2015 to
17 April 2016;

up to 30% of the share options granted to each
grantee shall be exercisable on or after 18 April 2016 to
17 April 2017; and

up to 30% of the share options granted to each
grantee shall be exercisable on or after 18 April 2017 to
17 April 2018 and in each case, not later than 17 April
2018.

For the year ended 31 March 2018 HZ =& —

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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35. Rix{ERIE—1&
MR E &

MizE: —4&

(v BEUBROAERZHFZHRR R=F
ZENFZA=+HRHNERERZL
THRATE:

(a)

(vi) RIBURGHEERZ I ZHER

RZI0%ERTFEERAZER

BARZZZANFAA=TAR
REE-ZE-—ZEE-RA=1H1T
%

BEIRZ30%CBEFEEAEA
ZEREATR-_Z=—ZF=A
=Et+—HEZEBEE-ZE——%F=
B=+RH#IE &

EWHT0%ERXFEERA
ZERETR=-ZFZ——F=A
=St -HRZBEZZ-—=F=
A=1HTE ERSERTTE
BER=-Z-AF=ZRAR=+NB1
o

R=®

—HFMATARREZBRETEU
THRRTRE:

(a)

BRZANERETFERARAZER
EOIR—Z—FFMNA+NHR
EEZE-—XRFNA+TLEHIT
&£,

RZ30%ERTHEEARAZBR

BAR=Z—RENA+NHH
REEZZE-—LtFNA+ LR
(3

RZ30%ERTHEEARAZBR
BAR-ZZ-—tFWNA+N\AR
REBEEZE-NFNA+LHT
- HERBEERTREER=F
—\FmAt+tEtR{TE-

EERBEMARA A 2017/2018 4
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36. ACQUISITION OF SUBSIDIARIES

(a)

(b)

HUA XIA HEALTHCARE HOLDINGS LIMITED ANNUAL REPORT 2017/2018

Acquisition of Future Health Investments
(Scotland) Ltd

On 27 April 2017, Sino Business Investment
Development Limited (“Sino Business”) as purchaser,
a wholly-owned subsidiary of the Company and Vanhal
Property Investment Limited (“Vanhal”) as vendor,
a company wholly-owned by Mr. Yung Kwok Leong
(father of Mr. Yung Ka Chun, an executive Director)
entered into the sale and purchase agreement (the
“Sales and Purchase Agreement”),
which Sino Business agreed to acquire and Vanhal
agreed to sell the entire issued share capital of Future
Health and the shareholder’s loan at a total cash
consideration of Great British Pound (“GBP") 209,149
(equivalent to approximately HK$2,092,000).
Health is a company incorporated in Scotland, the
United Kingdom and the principal business of Future
Health is to carry out research and development to
support healthcare projects in the PRC. Details please
refer to the announcement dated 27 April 2017. Such
a transaction does not give rise to goodwill or gain on
bargain purchase.

pursuant to

Future

Acquisition of Glowing Smart Group

On 30 September 2016, the Group completed the
acquisition of entire issued share capital of Glowing
Smart Investment Limited and its subsidiaries
(“Glowing Smart Group”), which is principally engaged
in the management and operation of a composite
hospital (i.e. Beijing Tongji) located at Dongcheng
District in the Beijing City in the PRC. The aggregate
consideration for the acquisition of sale share and the
sale loan is HK$165,502,000, which is satisfied by
cash amounted to HK$47,102,000 and the remaining
was settled by the issue and allotment of 320,000,000
consideration shares at HK$0.37 per consideration
share by the Company. The acquisition was completed
on 30 September 2016.

The goodwill of approximately HK$146,850,000
arising from the acquisition is attributable to acquired

customer case and market development in Beijing City.

i
|

36. BB LR

(a)

(b)

I B8 Future Health
Investments (Scotland) Ltd
RZZFE—tFWMA=-+TtH &K
AT zEEKE A A Sino Business
Investment Development Limited
(I'Sino Business|) (fEBE %)
EHAHITESEETLEZRRE
SEREEZERE 2B HHE
SEERLAT ([EEF]) (FARE
FIFVEEHE ((REIRE])
# Itk Sino BusinessE E W B M B
17 [E = H EFuture Healthz 23 E
BITRARBRRER BREAHR
£209,149% & (X ) (BHER
2,092,000 T ) ° Future Health#
—BRNEEHREEMRN L ZER
AT B Future Health2 T EXEK A
RABETHEAFERRRE
HE -BEFEFAZ2HEBHAA=Z
—tFMNAZ-t+tEtHZAE-EH
REZUBEEHELREBENR

9
o

KSERER

R-ZE—XRENA=1TH A&EEH
TERKIBREREGRA TR
BEral([ZEEE)z2HE %
TREA ZEBEERBNAHRE
TERTREEZ —EiReER (B
TREE) 2 EEREE - WEH
EROREEERZREBEAES
165,502,000/ 7T ZZ B AR &
4 1447,102,00058 T » T 8k 2 45
RATRBRAERMD0.378 TE
17 % B 3320,000,000 % 1% 1& % 15

EF-WER=ZFE—-—R"FELA=T
H5E R °
WHEE 4 2B & #4146,850,00078

ADBEERBELRT 2P AR
EmigER-
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36. ACQUISITION OF SUBSIDIARIES
- continued

36. BB AT —#&

(b) Acquisition of Glowing Smart Group (b) B EIEEE—1&

- continued
The carrying amounts and fair value of assets acquired

REBEREBEREEECERE
LR zBEZREER D FEN

and liabilities recognised of Glowing Smart Group at

H||F|H|Ii
M

the date of acquisition are as follows:

T:
HK$’000
TH&T
Property, plant and equipment ME- -BERZE 16,656
Cash and bank balances e RIRI1TLE R 7,403
Prepayments TR FRIE 174
Inventories FE 361
Other receivable H {th FE L 5K 18 526
Trade payables and accrual BSENRERESER (29,989)
Net liabilities acquired i B EFE (4,869)
Less: amount due to ex-shareholder A FEAS AR R AR IE 23,521
Net assets acquired Rl & E R E 18,652
Cash consideration BHENRE 47,102
Share consideration 3R E 118,400
165,502
Less: Fair value of identifiable WRTREBABAEERFEZATYE
net assets acquired (18,652)
Goodwill arising on acquisition WEEEZEE 146,850
Net cash outflow on acquisition of WEMBASEEZRSR L FEE:
subsidiaries:
Consideration paid by cash LREZHF2ZRE 47,102
Cash and cash equivalents acquired KiEReRFSEHEIER (7,403)

39,699

wEERgmAanaA 20172018 #8207
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36. ACQUISITION OF SUBSIDIARIES

— continued

Impact of acquisitions on the results of the Group
Revenue of approximately HK$30,660,000 and profit of
approximately HK$6,413,000 contributed by Glowing Smart
Group were recognised in the Group’s loss for the year
ended 31 March 2017.

Had these business combination be effective at 1 April 2016,
the Revenue of the Group would have been approximately
HK$61,040,000, and the loss for the year would have been
approximately HK$12,700,000. The directors of the Group
consider these number to represent an approximate measure
of the performance of the combined group on an annualised
basis and to provide a reference point for comparison in

future period.

Pursuant to the sale and purchase agreement, the vendor
and the vendor Guarantor irrevocably warrants and
guarantees to Group that the audited net profit after tax
and extraordinary or exceptional items but before minority
interests of the Glowing Smart Group (the “Actual Profit”)
for the twelve-month period since the completion date (the
“Relevant Period”) shall be not less than HK$12,000,000
(the "Guaranteed Profit”). As security for the performance
of the obligations of the vendor under the profit guarantee,
the vendor shall deposit all the share certificate(s) of the
320,000,000 Consideration Shares in escrow with the
Company on behalf of the vendor in accordance with the
terms and conditions of the escrow agreement on the

completion date.

36. Y REPR B L7 — &
&ﬁEEﬁt%EiﬂZ&#
AEERE-T-tF=A=t+-AL

Eﬁzgﬁmﬁ=iﬁﬁlaﬁzwﬁ
#930,660,00078 Jt & i@ K #96,413,00078

Eo

BREEBEHNR_ZT-—AR"FENA—HBE
B BIAREE 2 WS4 561,040,000
TR EREBERL 12,700,000/ 7T ° 48
SEESR R ZEHFRTERFHEH
EEZREZHNTTE LARKRREH
ETHEBRREHSZ

REEEHE BEAREHERATTH
Bl mASEERFRIER BTRABHE
ST EAHAE ((EREE]) 28K
B RERZRBRIFLCELERISHRIER
FBERDERRERADFFE ([BEF
1) # R4 112,000,000 7t (1R E F
M) MERBTEARFBERETZ
BB BHFBRTHKBBRRETE
15 5% 2 1% X B A% 4 » 7 &320,000,0008%
REROGZAEREZFERETLT UK
REFEE-
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37. DISPOSAL OF SUBSIDIARIES 37. HEME 2 F

(a) Disposal of Nanping Huihao by Wanjia Group () BEEEHEBFEYN
R-Z—tHE-A=+—H XA
AZEEFEEMBLARERSE
AVEEHZEREEUREARE
8,378,000t (40 £ R 479,688,989
BL)HERMNEFMEE2E YT
B 22 We0%RE-HER=-ZF
—tFE=-A=+—-HREHK-

On 21 February 2017, an indirect non-wholly owned
subsidiary of the Company, Wanjia Group, entered into
a sale and purchase agreement and agreed to sell the
entire 60% equity interests in Nanping Huihao held by
Fuzhou Huihao, with a consideration of RMBS§,378,000
(equivalent to approximately HK$9,688,989). The
disposal was completed on 21 February 2017.

HEBMFEFZEZERMTT :

Summary of the effects of the disposal of Nanping

H||F|H|Ii

Huihao are as follows:

HK$'000
FHET
Property, plant and equipment ME- -BERRZE 1,745
Inventories FE 10,647
Trade receivables, prepayments and g 5 EWIE - ﬁﬁ RIE K
other receivables H fib fE U Fi 41,997
Cash and cash equivalents RekReE TEIEE 387
Trade and other payables B R EMENFIE (32,816)
Tax payable FES A (122)
Net assets disposed HECZEEFEE 21,838
Loss on disposal of a subsidiary: HE—HHMBARZEIR:
Consideration received 2R E 9,689
Less: Net assets disposed of W HEREERE (21,838)
Less: Release of translation reserve B LR E R (1,757)
Add: Non-controlling interests m:REHERAERRZIFER
derecognised on disposal REE 13,580
Loss on disposal of subsidiaries, reclassified to HENBARZEE EFXHE
discontinued operation ZERIEELEHE

wE Rk mAmRA A 20172018 w209
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37. DISPOSAL OF SUBSIDIARIES - continued
(a) Disposal of Nanping Huihao by Wanjia Group

- continued

mm |
Iih |

37. HEME 27 —#&
() BEEEHERFENF-&

HK$'000
FE T
Net cash inflow arising on disposal of HEBFEREEZRQRA
Nanping Huihao: B
Consideration received in cash and cash equivalents LIRERBESZEMEEB WRE
ZRE 9,689
Less: Cash and cash equivalents balances disposed of JF:HEZBEERREEEEE
R ER (387)
9,302

(b) Disposal of Wanjia Group
On 9 November 2016, the board of the Company
approved a special dividend in the form of a
distribution in specie of up to 393,080,000 Wanjia
Shares, held by the Company to the shareholders (the
“Distribution”). Upon completion of the distribution,
Wanjia Group ceased to be subsidiaries of the
Company and accounted as available-for-sale financial
assets of the Company. The Group will no longer
participate in pharmaceutical wholesale, distribution
and pharmaceutical retail chain businesses in the PRC.

The distribution was completed on 2 March 2017.

(b) HEERSKE
RZBE-—RE+—AhH £QFH
EZSHARRREUBEY S IRE
A AEFHE M B %393,080,000 8
EROZARERBFAIRE (2
K1) - RARERE BEEEFT
BARARZHBAR R ARSI
EARARBZAHEESREE K
SEERKTERPESEEY R
DEREYSEBHEEK DR
ER-ZE—tF=A"HREMK-
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37. DISPOSAL OF SUBSIDIARIES - continued

(b) Disposal of Wanjia Group - continued
Summary of the effects of the disposal of Wanjia

37. HEMB AR —#&
(b) EEHE%—E

|||IH[

Group are as follow: HER ZHEBBAT
HK$'000
FE T
Property, plant and equipment (Note 16) M- BEKRHZE (KE16) 15,315
Prepaid lease payments (Note 17) FEAEERRE (MEE17) 10,689
Investment property (Note 19) BREWE (KFFE19) 6,776
Goodwill (Note 21) B (MEE21) 322
Inventories FE 91,936
Trade and other receivables and deposits ESREMEWRFERZS 338,522
Cash and cash equivalents HehBREEEEEER 93,334
Trade and other payables B R EMENSFIE (171,405)
Bank borrowings BITEE (59,200)
Convertible note (Note 30) Al R E & (MIEE30) (82,606)
Tax payables FES%iE (1,642)
Deferred tax liabilities (Note 32) EEFIBEBEE (FfaE32) (122)
Net assets disposed of HECEEFE 241,919
Gain on disposal of subsidiaries: HERBLARZERE :
Fair value of the Distribution DIRZDFE 165,094
Less: Net assets disposal of B HECEEFEE (241,919)
Add: Non-controlling interest derecognised on BN A D IKTE R AL IETRERE 2
completion of the Distribution R ER 139,973
63,148
Release of exchange difference upon disposal of REEBZEERED
the Wanjia Group BN =5 (7,974)
Initial recognition of available-for-sales financial assets #H R AR HESREE 7,912
Legal and professional fee directly attributable HEEBROIKRZEER
to the Distribution HEEH (500)
Gain on disposal of subsidiaries, reclassified to HEMBARZKE EHRSH
discontinued operation FEHRLEBEES 62,586
Net cash outflow on disposal of subsidiaries: HERBARZRQRHBE:
Cash and cash equivalents balance disposed of HECRERBESESHEEBEREH 93,344

wEEmaEmanad 20172018 £ 211
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HI\!H
I

38. PLEDGED ASSETS 38. EE?‘FEE

At the end of the reporting period, the followings assets RBEHR THEEEARTAEEZ

were pledged to secure the Group's banking facilities: SRATRLE M T A4 o
2018 2017
—E-N\%¥ —E—+tF
HK’000 HK'000
THET FET
Prepaid lease payments (Note 17) FESEERIE (MEE17) 23,494 22,152

39. OPERATING LEASE COMMITMENTS

The Group were committed to make the following future

minimum lease payments in respect of land and buildings

30. EEHERIE
AEBEREBA TR BT S T A B
CERE (ARE—F5+E)TJAUT

rented under non-cancellable operating leases with lease RRRBEESARREEA :
terms from one year to ten years which fall due as follows:

2018 2017
—E—N\E —E—tF
HK$'000 HK$'000
THT FET
Within one year —FR® 19,950 15,575
In the second to fifth years inclusive F_ZAF (BRERWE) 43,509 50,689
Over five years BBAE 999 784
64,438 67,048

212
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

40. CHANGE IN OWNERSHIP INTERESTS IN

41.

SUBSIDIARIES

During the year ended 31 March 2018, the Group entered
into the joint venture agreement, pursuant to which
established a joint venture using Future Health, a wholly-
owned subsidiary of the Company prior to the entering into
the joint venture agreement. On completion date, the Future
Health was owned as to 51% by a wholly-owned subsidiary.
As a result of these transactions, the Group recognised a
decrease in non-controlling interests and an increase in other

reserve of approximately HK$551,000.

NON-CASH TRANSACTIONS

The Group entered into the following non-cash activities
which are not reflected in the consolidated statement of
cash flows for the year ended 31 March 2017:

o As disclosed in Notes 13, the Company disposed of the
Wanjia Group by way of distribution in specie of up to
393,080,000 Wanja share to the qualifying shareholder
of the Company. The distribution was made by way of
allocating 4 Wanjia Shares for every 25 Shares held by
the Company’s shareholders. As a result, the Group's
equity interest in Wanjia Group decreased from
63.53% to 2.90%, Wanjia Group ceased to became a
subsidiary of the Company and reclassified as available-

for-sale financial assets.

3 As disclosed in Note 36,
320,000,000 shares as part of the consideration for the

the Company issued

acquisition of Glowing Smart Group. The fair value of
each issued share was HK$0.37, which was based on
the market value at completion date. The aggregate
fair value of consideration for the acquisition by issued
share was approximately HK$118,400,000.

For the year ended 31 March 2018 HZ =& —

7 WA 5 R W Rk

NF=ZA=+—-HLEFE

0. B LATIZFRAERE(L

41.

RBZE-—Z—NF=A=+—HLEFE"
REBEFTUEE W B MAEXAR
RETL G & HEAl 2 ZEH B A T Future
Healthf I —RB& &% - RER A
Future HealthHZEM B A THEAES1%
NER ARZERS AEERIAFE
PR ¥ 25 05 2 ELAth 7 48 45 hn 49551,0007%8
e

HHREXH
BE-Z-—tF=A=+-HLFE X
EEZETATRREARLRBRR
R ZHFRSEH

e HAMEIHEE AARERM
RATREERBRRABEYHRA X
2K £ %393,080,0008% & = % 12
HEBZE@M - 5K DEAD AR
REFBEORBROAIERIBRESE
Bz hREH - E i REER
EESEZREB63.53%MAIDE
290%'%§$IT\E%$'&EZ
IZHE/‘TIE%W\*E?%‘H HES

e  HIMME3CAHIKE  ARE S BT
320,000,000/ Bz 10 1F B W B8 = 12
EEzBHRE-RIBERTHK A H
ZhE BSRERTRHZATE
ROITEBT - BITROWEBZRE
ZAFEEHHNAE118,400,0007%
o
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42. RETIREMENT BENEFITS SCHEME 42.
The Group operates a Mandatory Provident Fund Scheme
(the "Scheme”) for all qualifying employees in Hong Kong.
The assets of the Scheme are held separately from those of
the Group in funds under the control of trustee. The Group
contributes 5% of relevant payroll costs to the Scheme,
which contribution is matched by employees.

The employees of the Company’s PRC subsidiaries are
members of the state-managed retirement benefits scheme
operated by the PRC government. The Company's PRC
subsidiaries are required to contribute a certain percentage
of their payroll to the retirement benefits scheme to fund
the benefits. The only obligation of the Group with respect
to the retirement benefits scheme is to make the required
contributions under the scheme.

43. RECONCILIATION OF LIABILITIES ARISING 43.
FROM FINANCING ACTIVITIES

The table below details changes in the Group's liabilities
from financing activities, including both cash and non-
cash changes. Liabilities arising from financing activities are
liabilities for which cash flows were, or future cash flows
will be, classified in the Group’s consolidated cash flow

statement as cash flows from financing activities.

ﬂﬁﬂﬂﬁﬂ
AEBAESBEEREER TR
MARSHE ([FH8) Bz EER
REEZEENBRE  FARETAZ
BB REBRIEEHMRS5%ME
AEIR RE TR HAAEMR -

AABRHEMBARZEERTEBMA
ERCEAREERABANTEKE - ZIK’A
Tz'?lﬁm%" B RBRFMAE 2®

7 bk 101 38 R 48 A 5T & ?‘M)\ﬁéﬁLﬁ(
?aaﬂ REEFRAENE 2 E—FE
RBREBEFEMEHIFEHER -

REMBEHZARBIR

TRAXEEXRAMETH 2 EEEZD
HE BERERFRSED - KAME
EB2EBNAREREIARARRER
ENAERGERESRERIEAKE
RMEEHREREZAR

Bank Promissory Convertible
borrowings notes note Total
HMITER HAIFRE TRERE #at
HK$'000 HK$'000 HK$'000 HK$'000
TERT TET TET FET

(Note 28) (Note 31) (Note 30)

(MfEE28)  (PF=E31)  (FfFEE30)
At 1 April 2017 R-Z—tFfMmMA—H 13,081 33,021 6,444 52,546
Financing cash flows RERERE (4,243) 9,378 (6,514) (1,379)
Foreign exchange adjustments IMETE 1,162 - - 1,162
Non-cash movement FEEEE - 298 70 368

At 31 March 2018 R-Z—N\F=A

Sar=|[z 10,000 42,697 - 52,697

HUA XIA HEALTHCARE HOLDINGS LIMITED ANNUAL REPORT 2017/2018
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For the year ended 31 M

44. MATERIAL RELATED PARTY TRANSACTIONS  44.
AND CONNECTED TRANSACTIONS

In addition to the transactions and balances detailed
elsewhere in the consolidated financial statements,
during the year, the Group had entered into the following
transactions with related parties which, in the opinion of
the directors, were carried out in the ordinary course of the
Group's business:

(a) Key management personnel
Remuneration for key personnel management
represented amount paid to the Company’s directors as
detailed in Note 33 as follows:

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

7 WA 5 R W Rk

arch 2018 BE—ZE—\F=A=1+—HILEE

EXAEALIXHRHAERS

BREaUBRRAMTIFRAZRER
BN TR AEEBEBEALET
TIRG BEERR ZERZTINAE
B HEXBBREFET:

(a) EEEEBAR
FTEEBABFMIEXNTFAAR
EECSH (FBHEMRKE33) M
T:

2018 2017

—Z—-\#F —E—tF

HK$'000 HK$'000

THET FHET

Short-term employee benefits EHEERER 5,297 4,917
Share-based payment expenses DR BERNSRZEAX 62 1,464
5,359 6,381

EEEREMARAA 20172018 £ 215



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B W e Ak M R

For the year ended 31 March 2018 HZ ==&

—NF=RA=+—HIEFE

44. MATERIAL RELATED PARTY TRANSACTIONS
AND CONNECTED TRANSACTIONS
- continued

(b) Transaction with related parties

(c)

HUA XIA HEALTHCARE HOLDINGS LIMITED ANNUAL REPORT 2017/2018

During the year, the Group had the following

transactions with related parties:

44,

Etﬁék

M

XHRRMEXS

— iR

(b) BRAEBEALZRS

FR O AEEHEEBEEALTZRZ W
T

2018 2017

—E—-N\F —E—+tF

Name of related parties Nature of transaction HK$'000 HK$'000

AEALRE THHEHE FET FET
Fujian Huihao Pharmaceutical Rental fee paid

Chain Company Limited - 1,025

REEHBEBHERANT [EENE kA
Mother of Mr. Yung Ka Chun Rental fee paid - 66

FRBLEZER ENEE

Connected Transaction

On 27 April 2017, Sino Business Investment
Development Limited, a wholly-owned subsidiary of
the Company (“Purchaser”), and Vanhal Property
Investment Limited, which is wholly-owned by Mr.
Yung Kwok Leong, the father of Mr. Yung Ka Chun,
an executive Director (“Vendor"”) entered into the
sale and purchase agreement, pursuant to which the
Purchaser agreed to acquire and the Vendor agreed to
sell the sale share of Future Health and the sale loan, at

the consideration of approximately HK$2,092,000.

For the transactions constitute connected transactions
under GEM Listing Rules, please refer to “Connected
under

Transactions” “Report of the Directors”.

(c)

REXH
R=ZZE-—tHFONB=+tH K
AF 22 EK B2 FSino Business
Investment Development Limited
(TEF ) HEBFHEEBERAF
(Fi"ﬁj —EHITEEEEE
EZRBHEREEL2ERBTZR
A) anZfE'LETﬁ% R BERRE
Wi M & 75 [ & H EFuture Health
NHERDREEER REQNS
2,092,000 Jt ©

?ME?FGEMJ:ﬁ%E AIZERZ B

BEE R EZBEIEEER
%] IETZ FE%Lx%J °
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(

o

45. SHARE CAPITAL 45. &
Number of
share Amount
B E 4]
HK$'000
TEx
Authorised: EBE:
Ordinary shares EAR
Ordinary shares of HK$0.01 each BAEE0.01# T & iE A
- at 1 April 2016, 31 March 2017, -RZE—R"EFMA—H"
1 April 2017 and 31 March 2018 —Z—tf£=H=+—H
—Z—tfEMB—-HR
—E-N\§f=A=+—H 110,000,000,000 110,000,000
Non-voting convertible preference shares &R Z#E o[ 2K B IE IR
Non-voting convertible preference SREE0.01ETZ ERRIE
shares of HK$0.01 each CF: 14 2
preference shares of HK$0.01 each SREEC.0IEBTZELR
- at 1 April 2016, 31 March 2017, -R-ZE—R"EMA—A-
1 April 2017 and 31 March 2018 —E2—tf$=A=+—AH"
—Z—tFMBA—-HR
—N\E=A=+—H 40,000,000,000 40,000,000

wEEREMARA R 20172018 8 217
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45. SHARE CAPITAL - continued 45. B & —
Number of
share Amount
BiEE 4]
HK$'000
TET
Issued and fully paid: ERTRME:
Ordinary shares BEAK
Ordinary shares of HK$0.01 each BREECIBTZEER
— at 1 April 2016 -R=ZE—-REMAE—H 1,699,249,944 16,993
— Issue of share under placing, -REREZRTRD KRS
net of transaction cost (note (c)) B (BiEE(c)) 339,000,000 3,390
— Issue of share due to acquisition of -EWEKE A RZETRG
subsidiary (note (d)) (BYeE(d)) 320,000,000 3,200
Ordinary shares of HK$0.01 each BREEVIBTZZER
- at 31 March 2017 and 1 April 2017 -RZE—tF=ZA=+—-HK
—EZ—tFMA—H 2,358,249,944 23,583
— Issue of share under placing, - RBMERTRM MR Z KA
net of transaction cost (note (b)) (KI=E(b)) 460,000,000 4,600
Ordinary shares of HK$0.01 each A% (E0.017# T oz % i A%
- at 31 March 2018 -RZE-N\EZA=+-—H 2,818,249,944 28,183
Non-voting convertible preference shares R ZE AR ELIKR (Bfit(a))
(note (a))
Non-voting convertible preference shares of &REE0.0TB T ZEREZRE
HK$0.01 each ARRELER
— at 1 April 2016, 31 March 2017, -R=ZE—REMA—AQ-
1 April 2017 and 31 March 2018 —E—+tHF=A=+—8"
“Z—tFMA-HEK
—E-N\§=R=+-H 98,500,000 985

HUA XIA HEALTHCARE HOLDINGS LIMITED ANNUAL REPORT 2017/2018
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45. SHARE CAPITAL - continued

Note:

(a)

The preference shares are non-voting shares. The holders
of the preference shares are entitled to receive the same
dividends as the holders of ordinary shares. In addition, the
holders of the preference shares have the right to convert
any preference share into the Company’s ordinary shares at
any time at the conversion price at the rate of 1 to 1 each.
The conversion price will be subject to adjustments only upon
occurrence of certain dilutive events.

On 20 March 2018, 460,000,000 shares were issued by way
of placing at a price of HK$0.1 per placing share for net
proceed of approximately HK$44,650,000 in respect of the
purpose for the repayment of promissory notes of the Group
and for general working capital for the Group.

On 10 August 2016, 339,000,000 shares were issued by
way of placing at a price of HK$0.31 share for net proceed
of approximately HK$102,262,000 in respect of the purpose
for the payment of the refundable deposit in relation to
acquisition of subsidiaries, early redemption of part of the
outstanding promissory notes and used for general working
capital for the Group.

On 30 September 2016, 320,000,000 shares were issued by
the Company as part of the consideration of acquisition of
Glowing Smart Group, the share price as at the completion
date was HK$0.37 per share.

All the shares issued during the year rank pari passu with the

then existing shares in all respects.

For the year ended 31 March 2018 HZ =& —
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45. IR X — 48

B & -

(a)

BERSERZERND BERFAA
AFREZEZBEREEABEBZRE
Leoh - BRRSAABREBRZIZE
RPBRRESEMNELRERLALDF
TER-BREENREE THESHE
75 Al T LA %

R-Z-—NF=A=+H RQAFEB
REREERAIBTZERESEZ
J 3 3 17460,000,0008% R B BEFT 15
FRIEEFEA44,650,00058 T LAME B A E
BEzAREZERAEAEE—RELE
4re

RZZE-—AR"ENATH RAAREBIER
BRONBLZEBHREEZ S X &1T
339,000,000/ B 10 E &L FT 15 X1 F 58
#9102,262,0005% 7T LA 3 15 U B3 Ff B 2
FlzAEERE IREBEE MBI HAE
BRAALZERAELAEE —RELEE
4o

REZZ—R"FELBA=1H KAFET
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0.378 T °

FABRTZAARDESTHERER
ZEBERODERESFM -

wEEREMARAA 20172018 £ 219



220

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS =

6 U 55 it 3% B G

For the year ended 31 March 2018 HZ ==&
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46. RESERVES

(a)

HUA XIA HEALTHCARE HOLDINGS LIMITED ANNUAL REPORT 2017/2018

The contributed surplus of the Company represents
the difference between the aggregate net assets of the
subsidiaries acquired by the Company under the group
reorganisation in 2001 and the nominal amount of the

Company'’s shares issued for the acquisition.

For the year ended 31 March 2018 and 2017, the
Company had no distributable reserves (including
share premium, capital reserve and accumulated loss).
Under the Companies Law (Revised) Chapter 22 of
the Cayman Islands, the share premium account 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 debt 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

and capital reserve of the Company.

46. &R
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 March 2018 B ZE—ZE—NF=A=+—HILELFE
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47. STATEMENT OF FINANCIAL POSITION OF 47. ELTBZMERAER
THE COMPANY

'
|

As at 31 March 2018 R-2—N\F=R=+—H
2018 2017
—E—N\E —E—tF
HK$'000 HK$'000
THET FHET
ASSETS HE
Non-current assets FERENEE
Interests in subsidiaries NG P X 108,692 108,692
Property, plant and equipment ME- -BERZE 6 9
108,698 108,701
Current assets mEEE
Other receivables and deposits HitEWRIERIZE 451 373
Derivative financial instruments TTEEmMIT A - =
Amounts due from subsidiaries FEUW I B Rl K18 179,589 174,324
Cash and bank balances Re RIBITEER 45,001 13,175
225,041 187,872
LIABILITIES a8
Current liabilities mE &R
Accruals and other payables FEstE AR EME(TFIE 1,304 1,256
Amounts due to subsidiaries FEAS T B A R 7R I8 284,099 284,209
Convertible note AR EE - 6,444
Promissory notes EHEE 1,992 =
287,395 291,909
Net current liabilities RBDAESREH (62,354) (104,037)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B W e Ak M R

For the year ended 31 March 2018 @E = — \E=ZA=+—HILFE _ - F=

47. STATEMENT OF FINANCIAL POSITION OF 47. ELTBZMEBERAER &
THE COMPANY - continued
As at 31 March 2018 - continued

R-E—N\F=A=+—H-#&

2018 2017
—E—N\F —E—+tF
HKS$'000 HK$'000
TET THExT
Total assets less current liabilities SERERTDAR 46,344 4,664
Non-current liabilities ERBAR
Promissory notes A EE 40,705 33,021
Deferred tax liabilities FELEFIBEE - 190
40,705 33,211
Net assets/(liabilities) EEFRE(BE3%5H) 5,639 (28,547)
EQUITY B
Capital and reserves BE R &R
Share capital (&N 29,168 24,568
Reserves ] (23,529) (53,115)
Equity attributable to owners of ELAFIHEARGES
the Company 5,639 (28,547)

MBERER - NFXA=-+HHBH
issue by the Board of Directors on 25 June 2018 and signed EEEHERRET R UHTIESRK
on its behalf by: REE:

The financial statements were approved and authorised for

Jiang Tao EE EE
AER BE

Yung Kwok Leong

Director Director
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3 For the year ended 31 March 2018 HZE—Z - \F=B=+—HILFE

= BP—=—
48. RESERVE OF THE COMPANY 48. F X T & il
Share-based
Share Capital payment  Contributed  Convertible Accumulated
premium reserve reserve surplus  note reserve losses Total
UERE
ERZ THERE
Kiridm REHE g1 ] BARR 1] AHER @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TiEn TiEn Ti7r TR TEx TiEx TiEn
As at 1 April 2016 RZE-REMA-H 351,261 295,610 12,023 1,452 2,537 (689,872) (26,989)
Equity-settled share-based DRREELURAEH
payments HB2 67 - - 4,401 - - - 4,401
Lapse of share option BRELN - - (144) - = 144 =
Acquisition of subsidiaries KERBAF 115,200 = = = = = 115,200
Issue of shares pursuant to RERERTRAFE
placing, net 98,872 - - - - - 98,872
Distribution in specie Lk (165,094) = = = = = (165,094)
Loss for the year KEERR - - - - - (79,505) (79,505)
As at 31 March 2017 and RZBE-tF=A=t-HR
1 April 2017 “E-tf¥NA-H 400,239 295,610 16,280 1,452 2,537 (769,233) (53,115)
Equity-settled share-based DEREEL ARG EH
payment HB 27 - - 189 - - - 189
Issue of shares pursuant to RERERTRAFH
placing, net 40,050 - - - - - 40,050
Redemption of convertible note [HEE RS = = = = (2,537) 2,537 =
Loss for the year KEEFR - - - - - (10,653) (10,653)
As at 31 March 2018 RZZ-N\E£ZR=+-H 440,289 295,610 16,469 1,452 - (777,349) (23,529)
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For the year ended 31 March 2018 B ZE—ZE—NF=A=+—HIEFE " 2 E—

49. PARTICULARS OF SUBSIDIARIES 49. B AT ZEH

(a) General information of subsidiaries (a) MEARZ—HETH
Details of the Company’s principal subsidiaries, all of RKABR=ZZBE—-NFE=A=+—H
which are limited liability companies, at 31 March 2018 ZEEMBAT (REHBEERLF)
are as follows: BT

Nominal value
of issued and

Place and date of fully paid Percentage of
incorporation/ ordinary share/ equity interest
Name of registration Class of Iregistered attributable to Principal
subsidiary and operation share held capital the Group activities
EMARL/ BRIR
EMREXEHR BRTER/ FREER
WERRERE B FrisiR 85 AMEAREE REESHE TEEH
Direct Indirect
EE M

2018 2017 2018 2017
SE-NECE-LEIS-NECE-tF
9 9 9

% % % %
Edward Hospital The PRC Registered RMB40,000,000 - - 55% 55% Provision of general
Company Limited * hospital services
EFERERRARDR’ FE 5 AR #40,000,0007 REGAMBRRSE
Jiaxing Shuguang * The PRC Registered RMB15,000,000 - - 55% 55% Provision of general hospital
services
EEEN HE B AR #15,000,0007% REGAMBRRSE
Zhuhai Jiulong Hospital The PRC Registered RMB10,000,000 - - 100% 100% Provision of healthcare and
Company Limited* hospital management
services
HKENEBRERA R ol =5 AR #10,000,0007 REBEREREERY
Beijing Tongji Hospital Co., Ltd* The PRC Registered RMB20,000,000 - - 99.94% 99.94% Provision of general hospital
services
LtREEERERA R ol =5 AR #20,000,0007 REGEEBRRY
9 The English transliteration of the Chinese names in this e ABEFPXEBZRLBZEM
report, where indicated, is included for information WAl TERAFRETXEBZE
only, and should not be regarded as the official English ARNER
names of such Chinese names.
The above table lists the subsidiaries of the Company FRAFNADNBMBARIIESR
which, in the opinion of the directors, principally affect AUEREBEESEEFTEATE
the results or assets of the Group. To give details E-EERARMEMWBEAT 2
of other subsidiaries would, in the opinion of the ERBERREBANRITR

directors, result in particulars of excessive length.
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For the year ended 31 March 2018 B ZE—ZE—NF=A=+—HILELFE

(

o

49. PARTICULARS OF SUBSIDIARIES 49. B AT —#&
— continued
(b) Details of non-wholly owned subsidiaries (b) BFEXRIRRESRZIEREMN
that have material non-controlling interests BATZHR
The table below shows details of non-wholly-owned TREINEEERFEZERER 2K
subsidiaries of the Group that have material non- SEZHZEMBARZFE:

controlling interests:

Place of Proportion of ownership
incorporation interests and voting rights
and principal held by non-controlling Profit allocated to non- Accumulated non-
Name of subsidiary place of business interests controlling interests controlling interests
HEM eI B R HERESREARER SEEFARER
HEATZE TEERIE Rz RRRZ L 2if RitEHRNS
2018 2017 2018 2017 2018 2017
Z2-0\E —E2-tF  ZB-N\F CE-tF Z8-N\f C-T-t%
% % HK$'000 HK$'000 HK$'000 HK$'000
TET TERL TET TR
Edward Hospital The PRC 45% 45% 4,327 2,962 32,602 33,538
ERERERR e
Jiaxing City Shuguang Western The PRC 45% 45% 1,382 1,532 18,673 15,523
EETEENRESER HE
Summarised financial information in respect of the EHRBEERFERER 2AXNEE 2K
Group's subsidiaries that have material non-controlling BRARIZUEERBESS T o T 5 8F
interests is set out below. The summarised financial BERMEDEBERIERA 2S5

information below represents amounts before

intragroup eliminations.
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For the year ended 31 March 2018 B ZE—ZE—NF=A=+—HIEFE

49. PARTICULARS OF SUBSIDIARIES 49. BB AT ZH¥E — &
- continued
(b) Details of non-wholly owned subsidiaries (b) MBEXRIEZRERZFEZEN
that have material non-controlling interests BATZHE &
— continued
Edward Hospital EBRZRERR
2018 2017
—E—N\E§ —E—tF
HK$'000 HK$'000
T#ET TE T
Current assets mEEE 40,626 35,387
Non-current assets EREEE 57,329 55,572
Current liabilities RBERE 24,695 25,048
Non-current liabilities ERBEEB - -
Equity attributable to owners of RATEE AELER
the Company 36,050 31,061
Non-controlling interests FERER 32,967 29,660
Revenue U &= 114,053 95,031
Profit for the year REE R 9,616 6,583
Profit attributable to owners of ARATEB AELREF
the Company 5,289 3,621
Profit attributable to I 4 IR A = PR SR A
non-controlling interests 4,327 2,962
Profit for the year AR F E A 9,616 6,583
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49. PARTICULARS OF SUBSIDIARIES

- continued

(b) Details of non-wholly owned subsidiaries

that have material non-controlling interests

- continued
Edward Hospital - continued

For the year ended 31 March 2018 HZ ==&

49. HEB AT ZHF — &

EEZREER-W

—NF=ZA=t+—-HLEFE

(b) WAEEXERRBEZEZAM
BAEZHER - &

2018 2017
—B-N\F —=—tF
HK$'000 HK$'000
THET FERT
Total comprehensive income RARER AEL
attributable to owners of ZHEUWAHEZE
the Company 9,228 (210)
Total comprehensive income FE 12 R 1 A B4
attributable to =L PN L
non-controlling interests 7,550 972
Total comprehensive income for AEEZHERWBALE
the year 16,778 762
Dividend paid to non-controlling EEERERZRE
interests 4,243 1,312
Net cash generated from RETHAESRES TR
operating activities 14,315 15,924
Net cash used in investing activities RETHMARESFERE (2,313) (2,456)
Net cash used in financing activities — BE EB)Fr IR & B 48 (12,822) (14,098)
Net cash decrease in cash and RekBREZEEER
cash equivalents AR EFEE (820) (630)
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For the year ended 31 March 2018 B ZE—ZE—NF=A=+—HIEFE

49. PARTICULARS OF SUBSIDIARIES

STATEMENTS

49. HEB AT ZHF — &

- continued
(b) Details of non-wholly owned subsidiaries (b) MBEXRIEZRERZFEZEN
that have material non-controlling interests BATZHE &
— continued
Jiaxing City Shuguang Western RETEXPHESESER
2018 2017
—E—N\E§ —E—+F
HK$'000 HK$'000
T#T FET
Current assets REEE 39,004 30,625
Non-current assets EREEE 7,912 8,415
Current liabilities RBERE 5,422 4,545
Non-current liabilities FRBER - -
Equity attributable to owners of RATEE AELER
the Company 22,821 18,972
Non-controlling interests R ER 18,673 15,523
Revenue Y 25 65,813 61,443
Profit for the year REEER 3,071 3,405
Profit attributable to owners of RAREE AEBEREF
the Company 1,689 1,873
Profit attributable to IF 12 IR R 1 B 4R B A
non-controlling interests 1,382 1,532
Profit for the year REE R 3,071 3,405

HUA XIA HEALTHCARE HOLDINGS LIMITED ANNUAL REPORT 2017/2018
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For the year ended 31 March 2018 B ZE—ZE—NF=A=+—HILELFE

TN

(

49. PARTICULARS OF SUBSIDIARIES 49. B AT —#&
- continued
(b) Details of non-wholly owned subsidiaries (b) MEEXFEEREIZIEZEMN
that have material non-controlling interests BATZHE &
- continued
Jiaxing City Shuguang Western - continued ERRTEXFERASER &
2018 2017
—B-N\F _"—ZT—LtF
HK$'000 HK$000
FET FHE T
Total comprehensive income RABEE AEAL
attributable to EATTL PN L
owners of the Company 3,849 1,338
Total comprehensive income IE 42 R A 2 PR AL
attributable to ZHEBRALEE
non-controlling interests 3,150 600
Total comprehensive income for AEE2HEBALLE
the year 6,999 1,938
Dividends paid to EfNFEERESZRE
non-controlling interests - -
Net cash generated from KETEEFTES
operating activities REeFHE 2,094 15,554
Net cash (used in)/generated from REES (FFA) s
investing activities HEFE (908) 5,926
Net cash generated from Rl EE B TS
financing activities ReFHE = =
Net cash increase in cash and ReRkBEEZLEEER
cash equivalents BINER & 58 1,186 21,480

R RA M AR A A 2017/2018 H 229



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS =

6 U 55 it 3% B G

For the year ended 31 March 2018 Bl Z —E— \F=A=+—HIFE

49. PARTICULARS OF SUBSIDIARIES
— continued
(c) Significant restrictions
Cash and short-term deposits of RMB held in the PRC
are subject to local exchange control regulations.
These local exchange control regulations provide for
restrictions on exporting capital from the PRC, other

than through normal dividends.

50. EVENTS AFTER THE END OF THE
REPORTING PERIOD
Change of controlling shareholder
On 24 April 2018 Solar Star Global Limited (the “Offeror”)
has acquired an aggregate of 553,491,516 Shares in the

following manners:

(@) the 418,491,516 shares (“Transfer Shares”)
representing approximately 14.85% of the entire
issued ordinary share capital of the Company as at the
date of the joint announcement of the Company dated
24 April 2018 at a consideration of HK$46,034,066.76.
The consideration is representing HK$0.11 per Transfer
Shares, pursuant to the deed of settlement entered
into between Easeglory Holdings Limited (“Easeglory”)
and Golden Prince Group Limited (“Golden Prince”)
on 24 April 2018. Completion of the transfer of the
Transfer Shares took place on 25 April 2018; and

49. B AR ZH#HF &

(c)

EXRE
RAEEFEAREZEERERE
RAXE M INEE RO PTHRIR -
:z%;:wm@g%mwmt EPliﬁ?J’
HEARRHRSG (BREBERRS
Ap) @

50. HEMIREER

ZERRREE

A=

E-\FOAZ-+IA  EBERHRE

RAT ([EHANEBETHARXNKES
$£553,491,516f% iR 1% :

418,491,516 R 10 ([HERER 1)
HERALARRALTBHA=
ZE-NFOA-+tMBEZHBED
EHHz2HERTEBREAE
#14.85% ' X 18 546,034,066.76
B - REBEZBERERAA
([Z#1)EGolden Prince Group
Limited ([ Golden Prince ]) R=F
—“NFNA-+MBFTIZEER
R RRABEHERSREZRSD
OMBTHBEERG EEEE
BOR=—Z—NFOA=-t+HHBRE
B &
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50. EVENTS AFTER THE END OF THE
REPORTING PERIOD - continued

Change of controlling shareholder - continued

51.

(b)

the 135,000,000 shares (“Sale Shares”) representing
approximately 4.79% of the entire issued ordinary
share capital of the Company as at the date of the joint
announcement of the Company dated 24 April 2018 at
an aggregate consideration of HK$14.85 million. The
consideration is representing HK$0.11 per Sale Share,
through a broker by way of an off market trade on
25 April 2018. As confirmed by the Offeror with the
broker, there were two vendors under the acquisition
of the sale shares, from whom the Offeror acquired
70,000,000 shares and 65,000,000 shares, respectively.
Each of the vendors and their ultimate beneficial
owners is an independent third party not connected
with the Offeror and parties acting in concert with it.
Completion of the acquisition of the sale shares took
place on 25 April 2018.

For details, please refer to the announcement of the
Company dated 27 April 2018.

On 14 June 2018, Offeror has received valid
acceptances in respect of an aggregate of
586,350,000 shares under the share offer, representing
approximately 20.81% of the entire issued share
capital of the Company. The Offeror and parties
acting in concert with it are interested in a total of
1,518,841,516 shares,
53.89% of the entire issued share capital of the

representing approximately

Company.

For details, please refer to the announcement of the
Company dated 14 June 2018.

AUTHORISATION FOR ISSUE OF

CONSOLIDATED FINANCIAL STATEMENT

The consolidated financial statements were approved and

authorised for issue by the Board of Directors on 25 June

2018.

For the year ended 31 March 2018 HZ =& —

B 3 SO 255 Hit 3 B Wk

NF=ZA=+—-HLEFE

50. HEMKEER &

51.

PRGBS E -8
(b) 135,000,000 B 1 ([ 88 & &
fﬁJ) EERAATRAAD T H
Z-NFHOA-t+MHAZESE
/-\ﬁ:ElHHZ%_LBE;?é‘fTELHXHX
KA. 79% » BB 514,850,000
BT - RZZE—NENBE=-+HH
BERELE/UGHIRZ AN ZRE
HERERHESRM0.11B T
BoREHYAHELLHER WIER
fﬁfﬁ’ilﬁTﬁW%EE’Ef’@A“
Bl 6 4% & UK B870,000,0008% B% 13 &
65,000,000 DB A R E 2
BRABEEEASERHEZNAR
H-HBTHAIBEFAEZBILSE
EhHoWBHEHEROGR=-Z—NE
MBE=+HBZMK-

BEHE F2HEAQRAEHPR=Z-N
FHA=-t+tRzR&E

REZE-—NERATHA BEHADEE
B2 ZHIE T W & & $£586,350,0008% &
B HEEREAQATAEBERTRAZY
20.81% ) ZBRIEM - ENARE —FIT
B A EAEF1,518,841,5168% IR 19 1 #E
iR HEREAQARAEMBEBRITREAY
53.89% o

EMHERSMAATERE TN
FRATHEBZAE.

FEfRGRaMBERE
BEMBREANR-F-N\EAA=TE

AEESEHERKRERNE
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FINANCIAL SUMMARY

RESULTS E§
For the year ended 31 March
BE=PA=+—HLEE
2018 2017 2016 2015 2014
—E-N\F —ET-—tH ZE-RFf IEZE-HF ZT-NF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THERT TERT TET TET FET
Revenue #E 330,455 269,515 1,574,607 1,780,309 2,243,159
(Loss)/profit before taxation ~ Br%iAT (E58) &4 (90,847) (29,785) (41,154) (771,395) 66,670
Taxation Bi1g (6,176) (3,577) (3,942) (10,789) (22,141)
Discontinued operation DRIEESER = 39,809 = = =
(Loss)/profit for the year FE (F8) &5 (97,023) 6,447 (45,096) (782,184) 37,454
(Loss)/profit attributable to LA T A £ FE1L
(B#']) &7
- Owners of the Company  —ZAQFHEEA (102,731) 10,208 (43,372) (505,581) 21,913
— Non-controlling interests ~ —JF4 BRAEZS 5,708 (3,761) (1,724) (276,603) 15,541
(97,023) 6,447 (45,096) (782,184) 37,454
As at 31 March
R=B=+—H
2018 2017 2016 2015 2014
ZE-\f 2+t ZE-R"E Z-HF ZZ-DNF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THERT TERT TET TET FET
ASSETS AND LIABILITIES BEER&R
Total assets BEE 352,683 382,340 877,870 874,991 1,638,040
Total liabilities BafE (101,998) (94,445) (483,524) (493,493) (487,617)
250,685 287,895 394,346 381,498 1,150,423
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