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Management Discussion and Analysis
BB W R D

On behalf of Life Healthcare Group Limited (the “Company”), | present to the
shareholders the results of the Company and its subsidiaries (collectively referred
to as the “"Group”) for the year ended 31 March 2019.

OVERVIEW

The Group is primarily a provider of genetic testing and health data analysis services.
Through its non-invasive tumor genetic testing technology and professional team,
the Group is committed to the promotion and application of genetic testing in
clinical medicine and related healthcare services, with the broader aim of becoming
the provider of a full range of services and solutions for medical and health
administration. The Group has its networks across mainland China, and has one
research and development centre in Beijing and one production and testing centre
in Guangzhou.

Apart from healthcare services, the Group is also engaged in money lending
business and securities trading and investments business.
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Management Discussion and Analysis

EEEN R DN
FINANCIAL REVIEW B 7% 5] EE
Continuing operations BHEREER
Year ended Year ended
31 March 2019 31 March 2018
Bz S
ZE-nE —T-N\F
ZA=t—-H ZA=1+—H
ILFE IHFR
HK$°000 HK$'000
TER TAET
(restated)
(&3
Revenue g 62,790
Cost of sales and services $HE K IR 7 Ak AKX (29311
Gross profit E A 33,479
Other interest income HiF 2 WA 61
Other income and gains Hi H&)\&H&ﬁ?’i 1,150
Selling, distribution, administrative and other expenses ﬁﬁ E o TTHREEMEY (117,489)
Share of result of associates DIEBE N T 2 EE (10,587)
Loss before tax BRI EE (93,447)
Loss per share % & 18
— Basic and diluted (HK cents) — ERREE GBI (1.79)
Revenue e
For the year ended 31 March 2019, the Group recorded a revenue of BE_T-NE=A=1T-HLEFE"
approximately HK$63.49 million (year ended 31 March 2018: approximately R 5 B 515 W & 463,490,000 T (& E

HK$62.79 million), representing an increase of approximately I.11% as compared

with the corresponding period last year.

For the year ended 31 March 2019, the Group recorded gross profit of
approximately HK$35.50 million (year ended 31 March 2018: approximately
HK$33.48 million). The Group's overall gross profit margin was 55.91% (year
ended 31 March 2018: 53.32%). During the year ended 31 March 2019 and
2018, the Group's overall gross profit was primarily attributable to the healthcare

services and money lending segments.
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The loss for the year ended 31 March 2019 was approximately HK$123.04 million
(vear ended 31 March 2018: approximately HK$97.40 million), representing an
increase of approximately 26.32% as compared with the corresponding period
last year. The increase in loss was mainly attributable to (i) the impairment
loss on investment of approximately HK$20.86 million; (i) the impairment loss
on interest in an associate of approximately HK$17.52 million; and (iii) legal
and professional fees related to project investment activities of approximately
HKS$ 13 million, partially offset by (i) the gain on disposal of two subsidiaries of
approximately HK$12.65 million, and (ii) the decrease in staff costs and general
operating expenses of approximately HK$ I million.

Basic and diluted loss per share for the year ended 31 March 2019 from
continuing and discontinued operation was approximately HK$2.23 cents (year
ended 31 March 2018: approximately HK$1.87 cents), representing an increase
in loss of approximately 19.25% as compared with the corresponding period last

year.

BUSINESS REVIEW

Healthcare services business

Over the years, the Group has built up its experience in the operation of and
understanding in the business environment of the healthcare industry in PRC.
Amongst the principal businesses of the Group, the healthcare business became
the largest contributor to the Group’s revenue in last year. Throughout last year,
the Group continually strengthened the healthcare services in genetic testing and
health data analysis.

The Group sold the Practice License of Medical Institution* ( B8 & 1 1 3 % 7F
] &) of Hangzhou Life Healthcare Clinical Laboratory Limited (#7 | 3% £ &8 &2
B FT B R 22 &) and Tianjin Lianhe Clinical Laboratory Limited* (X 2 3 Al
EZ2REBRFTAR A A]) on 23 January 2019 and 22 January 2019 respectively
after taking into consideration of the cash consideration from the disposals
and the business requirements of the Group. The Group currently owns one
research and development centre in Beijing, which organises and performs core
technologies research and exploitations, and one production and testing centre
in Guangzhou, which has Practice License of Medical Institution* ( E2 & 1 1% %,
ZEET A #5) and thus can provide services to the clients nationwide. The Group
has centralized its core research capabilities under this structure with an aim to

improve its productivity and provision of services.

*  For identification purposes only {2 £ ;% 5/
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Management Discussion and Analysis

For the year ended 31 March 2019, the healthcare services segment recorded
a tumover of HK$48.59 million (year ended 31 March 2018: HK$47.62 million)
representing the turnover generated by genetic testing and health data analysis
services and a segment loss of HK$74.33 million (year ended 31 March 2018:
HK$76.08 million).

Money lending business

The Group has obtained a money lender license in Hong Kong under the Money
Lenders Ordinance (Chapter 163 of the Laws of Hong Kong) in November 2016
with a view to develop its money lending business to generate regular and long-
term sustainable income for the Group. The gross profit margin generated from
the money lending business has been the highest amongst the principal businesses
of the Group for the past 3 financial years ended 31 March 2019 owing to its low
cost of funding.

During the year ended 31 March 2019, interest income from the money lending
business was HK$14.90 million (year ended 31 March 2018: HK$15.18 million).
Gross profit rate was 100% for the current year since no cost of finance was
required under money lending business. The source of funding was primarily
from the internal resources of the Group which provided a definite advantage for
this business. The segment result covers intemal cost allocation from the group
management and administrative costs. The money lending business provided a
stable recurrent revenue to the Group which in turn improved the retumns to the
Company's shareholders.

Securities trading and investments business

The Group did not engage in any securities trading and investment activity during
the years ended 31 March 2019 and 2018. The Group will continue to monitor
and capture any opportunity that may arise from the trading and investment in
the securities market, after taking into account of the expected investment retumn
and the funding requirement of the Group.
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Investment at fair value through profit or loss
On 4 May 2017, the Company entered into a subscription agreement with
Shenzhen City William Financial Holding Limited* (& JIl 7 B Bk € BRIZ AR B R
A)) (the “Fund Manager") pursuant to which the Company subscribed for an
aggregate amount of HK$20 million of the units of the William Financial Holding
Merger and Acquisition Fund No. 35* (X BR & 12 0 BB 3555 & &) (the “Fund”).
The Fund is a fixed income instrument. Upon receipt of the redemption request
of the Company, the Fund Manager shall retum the relevant part of the principal
investment amount plus the investment retumn calculated by fixed rate of 4.75%

per annum.

The Company has noticed from media that the ultimate controlling shareholder
of the Fund Manager has been arrested by the PRC authorities and investigation
is in progress. The Company has attempted to contact the Fund Manager on the
status of the Fund and the ability of the Fund Manager to discharge its obligations
in providing a full redemption of all the outstanding principal investment amounts
and accrued interests of the investment. However, up to the date of this report,
the Company is still unable to contact the Fund Manager. The Company also
noticed that the office of the Fund Manager has not been in operation. As such,
the Group recorded an impairment of approximately HK$20.86 million on such
investment loss in view of the above information. The Company has engaged
a PRC lawyer for the legal actions available to the Company for recovering its
investment in the Fund.

Impairment on interest in an associate
EMEmEMEEZMARAF

Limited*) (“Manrui Biotech”) specializes in research and development of genetic

A (Guangzhou Manrui Biotech Company

testing technologies, and in particular non-invasive cancer screening and diagnosis.
Manrui Biotech has successfully developed diagnostic technologies for detecting

circulating tumor cells.
The Group acquired 30% equity interest in Manrui Biotech in August 2016 which

became an associated company of the Group. Please refer to the announcements
of the Company dated | August 2016 and 9 August 2016 respectively for details,

*  For identification purposes only {2 £ ;% 5/
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Manrui Biotech has come across financial difficulties since 2018 and the
management considered that the current operating status of Manrui Biotech
might affect its research and development capabilities, which would reduce the
expected cash inflows to be contributed by Manrui Biotech and its contribution
to the genetic and laboratory services in the healthcare segment of the Group.
The Company has engaged an independent valuer to perform valuation on the
Group’s investment in Manrui Biotech taking into consideration of the above.
Based on the valuation, impairment assessment is made, the directors of the
Company provide an impairment of approximately HK$17.52 million for interest
in an associate. The Group has centralized its research work in its research and
development centre in Beijing as mentioned in the paragraph under the heading
of Healthcare services business in the business review section.

PROSPECTS

Healthcare services business

PRC government intends to reform the medical industry by launching new
policies with an aim to lower the medical costs. Although the Group does not
know whether its healthcare services will be affected in future, the Group will
closely monitor any changes in policies and to refine the business strategy in
healthcare segment. On the other hand, competition is keen as more competitors
may enter into the healthcare services industry. To cope with these challenges,
the Group has focused on distributor sales to enter into the market of major
cities in PRC. Such change in the sales strategy from direct sales to distributor
sales would have a temporary effect on the revenue generated from healthcare

services during the transitional period.

In the coming year, the Group intends to enlarge and diversify the types of its
genetic testing products and upgrade the available products to provide more
comprehensive services to its customers.

At the same time, the Group will focus on improving the biological information
analysis system and interpretation of clinical medicine system. The aim is to
become the fast and accurate provider of a full range of services and solutions
for medical and healthcare administration. Moreover, the Group intends to
strengthen the cooperation with professionals and hospitals to promote the
Group's publicity.

In order to maximise the returns to the Company's shareholders, the Group
intends to focus on improving the production cost rate by close cooperation with

its suppliers and the purchase of automation equipment.
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Money lending business

Competition in this business remains intensive. Moreover, compliance with rules
and regulations is increasingly demanding, for example, the Registrar of Money
Lenders has issued a guideline on compliance of anti-money laundering and anti-
terrorist financing requirements in September 2018 to which the Group has to
comply with. To cope with the keen market competition, the Group focuses
on existing customers and leverages on them and their business associates for
referral of new customers. This enables the Group to build up its customers’
portfolio gradually. For compliance with rules and regulations and to manage the
credit risk, the Group will closely monitor and strengthen the internal control
system of money lending business in order to achieve such purposes.

In order to maximise returns to the Company's shareholders, the management
will continue to seek new business opportunities and investment projects suitable
for the Company in the future.

SIGNIFICANT INVESTMENT, MATERIAL ACQUISITION

AND DISPOSAL OF SUBSIDIARIES AND ASSOCIATED
COMPANIES

Disposal of Hangzhou Life Healthcare Clinical Laboratory Limited* (i M & #
B B4 5 F7 A PR A 8) and Tianjin Lianhe Clinical Laboratory Limited* (X
HENBERBRAARDA)

On 21 January 2019, the Group announced the disposal of its entired share
capital of Hangzhou Life Healthcare Clinical Laboratory Limited* (#7J1 & 0 8
B 5 FTA R 2 F)) and Tianjin Lianhe Clinical Laboratory Limited* (K % &
N2 Bk 5 AT A R A Al), which were non-wholly owned subsidiaries of the
Company, to an independent purchaser at consideration of RMBI16.51 million and
RMB3.17 million, respectively (the “Disposal”). The Disposal were completed on
23 January 2019.

Hangzhou Life Healthcare Clinical Laboratory Limited and Tianjin Lianhe Clinical
Laboratory Limited are companies incorporated in the PRC and are principally
engaged in healthcare services business and possess Practice License of Medical

Institution* (& /2 1 1% 1 S 5T Al 28 ).

The Disposal constituted a disclosable transaction for the Company under
Chapter 14 of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (The “Listing Rules”). For details of the Disposal,
please refer to the announcements of the Company dated 3 December 2018
and 21 January 2019.

*  For identification purposes only {2 £ ;% 5/
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Save as disclosed above, there was no significant investment, material acquisitions
and disposals of subsidiaries and associated companies for the year ended 3|
March 2019.

PLACING OF NEW SHARES UNDER GENERAL MANDATE

On 15 August 2017, the Company conducted a placing of 478,000,000 new
ordinary shares of HK$0.01 each (“Placing Share™) at a price of HK$0.18 each
to raise a gross proceeds of approximately HK$86 million (the “Placing”). The
Placing Shares were issued under the relevant general mandate granted to the
Directors at the annual general meeting of the Company held on 12 August
2016. The closing price per share of the Company on the Stock Exchange on 15
August 2017 was HK$0.205. The net price per Placing Share was approximately
HK$0.174. Completion of the Placing took place on 6 September 2017. For
further details of the Placing, please refer to the announcements of the Company
dated 15 August 2017 and 6 September 2017.

The net proceeds in the sum of approximately HK$83 million was originally
intended to be used as to HK$60 million for enhancement of the Group's
healthcare business in relation to two applications for the In Vitro Diagnostic
Reagents Registration related to human genetic testing with China Food and
Drug Administration and HK$23 million for two potential investments in the
healthcare industry for which the Placing was proposed. The net proceeds
have not been used for the said purposes as of the date of this report, as the
intended applications and investments have not yet been launched and identified
respectively. The intended applications are expected to be carried out by Manrui
Biotech. However, as disclosed in the section headed “Impairment on interest in
an associate”, Mannui Biotech has developed financial difficulties and its current
operating status might affect its research and development capabilities. As a result,
the intended applications may be affected. The Company is considering alternative
solution to proceed with the intended applications, failing which, the proceeds
intended to be used for the intended applications may be allocated to healthcare
services related business and/or investments. For the intended investments, the
Company is monitoring potential opportunities should they artise. To achieve
better shareholders’ return on the surplus cash, the net proceeds have been
used to carry out short-term money lending activities. The intended use of the
proceeds has not been changed, and the surplus cash will be used to conduct
short-term treasury activities if and when opportunities arise.
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The Company will make further announcement if changes to the intended use of
proceeds have been finalised.

On 18 December 2018, the Company and CNI Securities Group Limited entered
into the placing agreement (the “Placing Agreement”) in relation to the placing
of up to 1,070,857,060 and not less than 500,000,000 new shares to placees at
the placing price of HK$0.12 per share (the “Placing”). As the conditions set out
in the Placing Agreement have not been fulfilled, the Placing was terminated on
8 January 2019. For details, please refer to the Company’s announcements dated
18 December 2018, 31 December 2018 and 8 January 2019.

TREASURY POLICY

The Group seeks to generate profits in its core businesses through the efficient
employment of treasury activities. Treasury activities, if and when undertaken
by the Group, aims to enhance the Group's retumn on surplus cash and to assist
those core businesses to run smoothly. Efficient management of surplus cash is
achieved by conducting short-term treasury activities when opportunities arise.

All subsidiaries should comply with the Group's treasury objective and policy.
The Group has designated subsidiaries to carry out certain short-term treasury
activities including securities investment, money lending and fund investment
activities. The securities investment, money lending and fund investment activities
will only be conducted after having considered the actual working capital needs
of the Group. Both the treasury activities and the investment policy are subject to
review from time to time.

As the deposit rate offered by licensed bank in Hong Kong is minimal, the Group

will continue, in the ordinary course of business of the Group, to use its surplus
cash to conduct treasury activities if and when opportunities arise.
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Management Discussion and Analysis

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL
STRUCTURE

The management and control of the Group's financial and capital management
are centralized at its headquarter in the PRC. The Group adheres to the principle
of prudent financial management to minimise financial and operational risks. The
Group mainly relies upon internally generated funds and proceeds from fund

raising activities to finance its operations and expansion.

As of 31 March 2019, the Group's net current assets were approximately
HK$228.27 million including cash and cash equivalents of approximately HK$21.07
million (31 March 2018: net current assets of approximately HK$282.97 million
including cash and cash equivalents of approximately HK$29.64 million).

CAPITAL EXPENDITURE COMMITMENTS
As of 31 March 2019, the Group had no capital commitments to acquire
property, plant and equipment (31 March 2018: HK$NIl).

PLEDGE OF ASSETS
As of 31 March 2019, the Group had not pledged any of its assets.

CONTINGENT LIABILITIES
As of 31 March 2019, the Group had no significant contingent liabilities.

EMPLOYEES AND REMUNERATION POLICIES

As of 31 March 2019, the Group had 19 full-time employees excluding
Directors (2018: 217 employees). The decrease in the number of employees
were attributed to the disposal of two clinical laboratories as mentioned in the
business review section and the marketing strategy to focus on distributor sales.
The Group remunerates its employees based on their performance, working
experience and prevailing market standards. Employee benefits include medical
insurance coverage, mandatory provident fund for Hong Kong employees, state-
managed retirement benefits scheme for PRC employees and share option
scheme,
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AUDIT COMMITTEE

The audit committee of the Company (the “Audit Committee”) comprises
of three independent non-executive Directors, namely Mr. Cheng Chun Man
(Chairman of the Audit Committee), Mr. Liu Xinghua and Mr. Zheng Chunlei,
with the chairman possessing the appropriate professional qualifications and
accounting expertise.

The Company's annual results for the year ended 31 March 2019 have been
reviewed by the Audit Committee.

APPRECIATION

Taking this opportunity, on behalf of the Board, | would like to express my
appreciation to our shareholders for their continuous support and the Company's
management and employees for their dedication and hard work.

On behalf of the Board
Life Healthcare Group Limited
Hua Yunbo

Executive Director

Hong Kong, 25 September 2019
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Biographical Details of Directors

EXECUTIVE DIRECTORS

Mr. Hua Yunbo (“Mr. Hua”), aged 42, holds a Bachelor degree in computer
software from Beijing University. Mr. Hua was appointed as an executive Director,
the President of the Company and Chairman of the Board in February 2016.
Mr. Hua has over |7 years experience in medical and healthcare online platform
related industry. He was the founder, director and general manager of Beijing
Tianya Co, Ltd* (3t 7R K 28 B 8l ¥ {4 B IR 22 &]). Merry Cycle Enterprises
Limited is wholly-owned by Mr. Hua. Powerful Software Limited is 65% owned by
Merry Cycle Enterprises Limited and held 1,541,063,057 shares of the Company,
representing approximately 28.78% of the issued shares of the Company as at
31 March 2019, which is a substantial shareholder of the Company within the
meaning of Part XV of the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong) (the "SFO™). Mr. Hua is therefore deemed to be interested
in all the shares of the Company held by Powerful Software Limited for the
purpose of the SFO.

Ms. Shan Hua (“Ms. Shan”), aged 41, holds a Bachelor of Law degree from the
SouthWest Jiaotong University and a Master of Civil Procedure Law degree
from the SouthWest University of Political Science of Law. Ms. Shan was
appointed as an executive Director and chief executive officer of the Company
in December 2015. She is also a member of the Remuneration Committee
and an authorised representative of the Company. Ms. Shan has over 12 years
experience working as senior management at listed companies. She had worked
as senior management in NQ Mobile Inc,, a company whose shares are listed
on New York Stock Exchange and Asialnfo-Linkage Inc.. Gorgeous Moment
Holdings Limited is wholly-owned by Ms. Shan. Powerful Software Limited is
35% owned by Gorgeous Moment Holdings Limited and held 1,541,063,057
shares of the Company, representing approximately 28.78% of the issued shares
of the Company as at 31 March 2019, which is a substantial shareholder of the
Company within the meaning of Part XV of the SFO. Ms. Shan is therefore
deemed to be interested in all the shares of the Company held by Powerful
Software Limited for the purpose of the SFO.

*  For identification purpose only {£ {3 51|
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Mr. Man Wai Lun (“Mr. Man”), aged 46, obtained his diploma in Business
Management from the School of Continuing Education, Hong Kong Baptist
University in April 2003 and obtained a bachelor degree of accountancy from
the University of South Australia in March 2007. Mr. Man was appointed as an
executive Director and a member of the Nomination Committee in January
2019. Mr. Man has over |6 years of experience in accounting.

Currently, Mr. Man is the independent non-executive Director of Elegance
Optical International Holdings Limited (stock code: 907), Roma Group Limited
(stock code: 8072) and the accountant of Glory Flame Holdings Ltd. (stock code:
8059). He is one of the directors of HF Financial Holdings (H.K.) Limited which

was founded by him.

NON-EXECUTIVE DIRECTOR

Dr. Feng Xiaogang (“Dr. Feng”), aged 53, holds a Bachelor degree in Law from
the Tianjin Normal University, a Master degree in Business Administration from
the University of Science and Technology Beijing and a Doctor of Philosophy
degree in Management from Twintech International University College of
Technology. Dr. Feng was appointed as an executive Director in December 2014
and was re-designated as a non-executive Director in February 2016. Dr. Feng
has extensive experience in investment and management. Dr. Feng currently
acts as an investment consultant for various companies in the PRC and overseas.
During the period from 2001 to 2013, he was a senior management of Ambow
Education Holding Ltd. (“Ambow Education”), a company whose shares are listed
on New York Stock Exchange. During the period at Ambow Education, Dr. Feng
was involved in various fund raising projects, mergers and acquisitions involving
educational institutions in PRC. Prior to joining Ambow Education, Dr. Feng also
worked in a PRC government entity and various international companies mainly

responsible for investment and business management.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Liu Xinghua (“Mr. Liu”), aged 62, holds a bachelor degree in Chinese
language and literature from Beijing Normal University in the PRC, and was
appointed as an independent non-executive Director with effect from 12
September 2016. Mr. Liu is also the chairman of the Remuneration Committee
and a member of the Audit Committee. Mr. Liu is currently a senior management
of a fund company. Mr. Liu was with Industrial Bank Co., Ltd. since August 2001
to August 2016, where he held the position of president of Beijing Dongdan
sub-branch, Shijingshan Science & Technology Park sub-branch and Fengtai sub-
branch. Mr. Liu has approximately 32 years' experience in the financial services
industry.

Mr. Zheng Chunlei (“Mr. Zheng”), aged 43, holds a Master degree in computer
science and technology from Peking University. Mr. Zheng was appointed as an
independent non-executive Director in December 2014 and is a member of each
of the Audit Committee and the Nomination Committee. Mr. Zheng has over 12
years experience in information technology industry and has extensive experience
in management and product development in information technology and mobile
game industry.

Mr. Cheng Chun Man (“Mr. Cheng”), aged 57, is a fellow member of the
Association of Chartered Certified Accountants and a fellow member of the
Hong Kong Institute of Certified Public Accountants. Mr. Cheng was appointed
as an independent non-executive director of the Company, chairman of each of
the Audit Committee and the Nomination Committee, and a member of the
Remuneration Committee in June 2019. Mr. Cheng has over 30 years’ experience
in auditing, consulting and management. Mr. Cheng is currently the independent
non-executive director of Elegance Optical International Holdings Limited (Stock
Code: 907).
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The Board submits their annual report together with the audited consolidated
financial statements of the Company and its subsidiaries (the “Group”) for the
year ended 31 March 2019,

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The Group is principally
engaged in healthcare services business, money lending business and securities
trading and investments business. Details of the principal activities and other
particulars of the Company’s principal subsidiaries are set out in note 35 to the
consolidated financial statements.

The Board considers healthcare services is a new and growing field and intends to
strengthen the healthcare services segment. Details of the future development of
the Group's business are set out in the paragraph headed "Prospects” under the
section headed “Management Discussion and Analysis”.

RESULTS AND DIVIDENDS

For the year ended 31 March 2019, the Group recorded a revenue of
approximately HK$63.49 million, gross profit of approximately HK$35.50
million, and loss before tax of approximately HK$120.90 million from continuing
operation.

The results of the Group for the year ended 31 March 2019 are set out in the
consolidated statement of profit or loss and other comprehensive income on
page 88 to 90.

The Board does not recommend the payment of a dividend for the year ended
31 March 2019 (2018: Nil).

RESERVES

Pursuant to the relevant rules of the Cayman lIslands, the reserves available
for distribution to shareholders of the Company as at 31 March 2019 was
approximately HK$288.34 million.

Details of movements in the reserves of the Group and the Company during the
year ended 3| March 2019 are set out in the consolidated statement of changes
in equity on page 93 and section headed “Information About the Financial
Position of the Company” respectively.
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FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group for the
past five financial years is set out in section headed "Five Year Financial Summary"
on page |80.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the Group during
the year ended 31 March 2019 are set out in note |5 to the consolidated
financial statements.

SHARE CAPITAL AND SHARE OPTIONS
During the year ended 31 March 2019, the Company has conducted share issue
as follows:

(@)  Allotment and issue of 95,660,000 ordinary shares of the Company at the
issue price of HK$0.1804 each (closing price at 4 May 2018 and 17 August
2018: HK$0.255 and HK$0.217) upon the exercise of share options by the
grantees to raise approximately HK$17,257,000.

Details of movements in the Company's share capital and share options during
the year ended 31 March 2019 are set out in notes 27 and 30 respectively to the
consolidated financial statements.
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THE COMPANY AND THE AUDIT COMMITTEE’S VIEW
ON THE QUALIFIED OPINION OF THE INDEPENDENT
AUDITOR’S REPORT

l.

20

Interest in an associate

The Company considered a 30% owned company, Guangzhou Manrui
Biotech Company Limited (“Manrui Biotech”), which specialises in the
research and development of genetic testing technologies in particular non-
invasive cancer screening and diagnosis, as an important component for the
Group to generate revenue on the healthcare business segment. Therefore,
the Company treated Manrui Biotech as part of the genetic and laboratory
testing cash generating unit (“CGU"), and estimated the recoverable
amount of this CGU in total using the valuation method with reference to
the cashflow of the Group's healthcare segment revenue instead of basing
on Manrui Biotech's own cashflows including cash inflows from revenues.
ZHONGHUI is of the view that the Group’s valuation method could
not reflect the performance and value of Manrui Biotech because Manrui
Biotech is only an associated company, instead of a subsidiary, of the Group
that the Group’s valuation method is not applicable. On the other hand,
Manrui Biotech did not generate any revenue from the Group for use of
its technologies that valuation method based on Manrui Biotech’s own
cashflows is not feasible as well. For the years ended 31 March 2017 and
2018, the auditors during the period, Shinewing (HK) CPA Limited, agreed
to the Group's valuation method in determining the impairment loss, if any,
on the Group's investment in Manrui Biotech and no impartment loss had
been made on the Group's investment in Manrui Biotech for the two years
ended 31 March 2017 and 2018.

The Company continued to use the Group's valuation method on Manrui
Biotech to estimate the recoverable amount of the CGU and thus the
Group's investment in Manrui Biotech for the year ended 31 March 2019.
After making such assessments, the management was of the view that an
impairment loss of approximately HK$17.5 million was made for the CGU
and thus the Group's investment in Manrui Biotech for the year ended 3|
March 2019.
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The management noted Zhonghui's view that the Group's valuation
method of its investment in Manrui Biotech cannot reflect the performance
and current operation of Manrui Biotech, and its value.

The audit committee of the Company (the “Audit Committee”) noted
Zhonghui's qualification on the Group's investment in Manrui Biotech. The
Audit Committee considered Manrui Biotech’s technologies have economic
value. However, with the accounting treatment of Manrui Biotech as
an associated company under the prevailing accounting standards and
the existence of an agreement procuring the Company to exclusively
utilize Manrui Biotech's genetic testing and related technologies (without
monetary consideration), the valuation of Manrui Biotech, whether with
reference to the cashflow of the Group's healthcare segment revenue
or Manrui Biotech's own cashflows including cash inflows from revenue,
cannot be performed to determine the value of Manrui Biotech. As a result,
ZHONGHUI has to qualify the Group's investment in Manrui Biotech for
lack of sufficient audit evidence.

Prepayment

The prepayment relates to the accounting treatment of share options
granted to certain consultants. The Company granted the share options
to the consultants for their services to assist the Company to expand the
healthcare market and to introduce financing opportunities to the Group
that such services could bring future economic benefit to the Company's
healthcare segment. The management has conducted regular review on the
consultants” work and communication with the consultants were conducted
regularly. However, certain communication was in oral form and some
private and confidential information of hospitals, doctors and identities/
medical treatment records of patients as referred by grantees had to be
omitted in the supporting documents provided to ZHONGHUI. The
Company is of the view that such information may not be released to third
parties without the consent of the parties involved, as such information
concerns the privacy of the parties involved. As a result, ZHONGHUI
could not confirm and verify the work done and/or services provided by
the consultants. Nevertheless, the management is of the view that the
work done and/or services provided by the consultants are of value to the
business of the Group although they could not be quantified in monetary
value. For example, there are certain cases in the supporting documents
showing that the consultants had referred financing opportunities and/or
potential acquisitions opportunities to the Group.
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The Audit Committee concurs to the intention of the Company to grant
the share options to the consultants with an aim to obtain their work done/
services for the benefit of the business of the Group. The Audit Committee
noted the supporting documents for the work done/services provided by
the consultants although some are difficult to confirm and verify as they
are in oral form. The Audit Committee advises the management to resolve
the audit qualification by recording verifiable work done/services provided
by the consultants that bring economic benefit to the Group in order
to support the accounting treatment of recognizing the share options as
prepayment, failing which the management should consider to provide full
impairment on the prepayment.

Investment at fair value through profit or loss

The Company entered into the Subscription Agreement with the Fund
Manager, Shenzhen City William Financial Holding Limited, to subscribe
for an aggregate amount of HK$20 million of the Fund Units. On 24 April
2019, the Company announced that the Board noticed that the controlling
shareholder of the holding company of the Fund Manager, Mr. Zhang Wei,
has been arrested by the PRC authorities and investigation is in progress.
The Company tried to contact the Fund Manager but in vain.

The Company had conducted a site visit to the Fund Manager's office in
April 2019, and noted that it was no longer in operation. Redemption
notice email and official notice had also been sent to the Fund Manager.
At present, the Company is still unable to contact the Fund Manager, nor
receive any response of the redemption matter from the Fund Manager.
In addition, the Company has engaged a PRC law firm to follow up on
the redemption of the Fund and obtained a legal analysis memo from
the PRC law firm. The legal analysis memo advised that considering the
current situation of the Fund Manager and legal procedures to be followed,
there is an uncertainty whether the Company can recover all or part of
the investment principal and investment income. In view of the significant
uncertainty on the recoverability of the Fund, the management considered
the fair value of the investment to be zero and it would be appropriate
for the Group to make an impairment of approximately HK$20,862,000
on such investment for the year ended 31 March 2019. The management
will continue to try to liaise with the Fund Manager for the redemption of
the Fund and take other remedial actions in recovering the Investment and
protect the interests of the Company.

ERZEQREALARRMERR L
BREZER BERRAAREE
B HNAERSETKIE/ R -
ERZBEQCBEBERMTAT
B/ PRt RIS 2 B - #R
#3 XA E B8 A SR Y 5 M 2 A B AR
EGE -EGVZESREEER
BBTHBERRSIEETREEN
HAMEREZETRIE/ER
HERH AXHHBRERZSE
NHBEz @t RE  EmERER
REBR CRIEEERZEE
NREEH R 2 ER(E

ERBRELNTEIEZRE
ANTEESREFITHES R
ERERARGTURERZ  UR
FE 4858 520,000,000/8 T 2 E & BT -
RZZE—AFMA=-+MAE ' AQ
AEM EECRBESLELR
REZERBERRELERTEE
B REETRAE - KARE
ERBMBEESLERBTE

RZE-NFNA ARREHR
REGKBIRAE  UEBZA
AfrBEE -ANTCRESLKE
BHHERRNEH R AL BA
ARANEFBERSLE K
DRERSKEHEBERNEE AR
BRIt RRRIEZEHEE
MEBMBEBELDES S T A
ZHEEMERMRGEEOME
TorEAMETESR ZEIE
SEBRREEEBREEERER
BOAERA R RIS Y el 2 5P = 3
DBRERERIZBEWRA - ERES
ZAKMEBEFEEEATHETE &
BERR BEREZLATERT
BEREEREZE-_Z—NE=A
S+—HLEFEREBEREELR
E#20862000 8 TEBHEE - EEE
BREEABBEESCIBIUBRE
&+ 3 FRECE A R e DA MR [l 2%
BERREADE M -




The Audit Committee is of the view that it is prudent to make full
impairment on the investment in the Fund. Zhonghui's qualification could
be resolved when the information of the recoverable amount of such
investment can be determined.

FURTHER INFORMATION IN RESPECT OF CHANGE OF
AUDITOR

Reference is made to the announcement of the Company dated 2 July 2019 in
relation to the resignation of the previous auditor of the Company, Crowe (HK)
CPA Limited (“Crowe"), on 30 June 2019 for the reason that the Company and
Crowe failed to reach consensus and agreement on certain issues in respect of
the audit on the results of the Company for the year ended 31 March 2019, and
the appointment of ZHONGHUI as the auditor of the Company from 2 July
2019 to fill the casual vacancy left by the resignation of Crowe.

Crowe stated in its letter dated 30 June 2019 to the Board and the Audit
Committee that it has taken into account the progress on provision of
information in relation to overdue loan receivables and the loan from a non-
executive Director (collectively, the “Crowe’s Concerns”), for its resignation.
The Company believes that all of the Crowe Concerns could be satisfactorily
addressed and resolved and Crowe could complete its audit had it not tendered

its resignation.

ENEREREERRAS
2019 F FEME

Directors’ Report
EEEWRE

ERZEERR HREEZRE
fEH 2 EAEBERRMOE - NAEH
HERBRE ZAWE S EERE -
REZREELMARR -

RRERAGEME—SES

BRAXDABHA-Z-NFLAZ
Bz AAEREARA §EZ 26
BEeE (B gtmEBmERAR(E
ERENR_T-NAFAA=THEE
RARARRRBEEEERERARA
HE_T-NF=A=+-RHLFEX
B EGHSRETRBEN BN HE -
TE-_E-—NFtA_ARZAFER
ARRZEM NERARREERE
EEREZER -

E-NFERAAZTHRZHHFRTR
HEIRCEEREAHANEYUER
FRE-EZHBTEZER(RBEIEAE
HERIBE]) ZEMER - AARIMAE
MEEEELERELEGET AERES
ERIFROTEAREERRER BEH
BEEATAEERIE-

BEtERNNEEe NERZESHY
A%
H

23



LIFE HEALTHCARE GROUP LIMITED
Annual Report 2019

Directors’ Report

EEg

wE

The Company would like to provide the shareholders and investors with the

following further information on the Crowe’s Concemns and the responds and/or

remedial actions of the Company in addressing such concemns:

(1) Overdue Loan Receivables

0]

24

Credit risks of the borrowers
Crowe’s Concemns on the credit risks of the borrowers

Crowe expressed concerns over the amount of assets of some
corporate borrowers in the PRC as per their financial information
shown in the company search results were less than the amount
of loans granted by the Group to such borrowers. Some of the
corporate borrowers were even struck off before or during the
validity of the loan period. Crowe expressed their concemn on the
recoverability of such loans.

The Audit Committee’s view on Crowe's Concerns on the credit
risks of the borrowers

The Audit Committee had reviewed the loan files (including loan
agreements, identity documents, business registrations, credit
assessment forms, pledge agreements) and found that most files
contained the basic information of the borrowers and/or guarantors.
As some of the borrowers were referred by business associates of
the Group, the management was aware of the financial positions
of the borrowers and had knowledge about their businesses.
Furthermore, for corporate borrowers which did not have strong
financial positions or even negative net assets, the Audit Committee
noted that there would usually be guarantors with sound financial
background to provide guarantee for such loans.

Given that most of the loans have already been repaid, the Audit
Committee does not consider that there had been significant credit
risks associated with the borrowers which were the subject of
Crowe’s Concerns. Nevertheless, the Audit Committee is of the view
that the Company and group companies needed to tighten its credit
assessment procedures going forward.
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Audit work performed by ZHONGHUI to address the credit risks of
the borrowers

According to Crowe, based on the financials obtained from the
company search conducted in early June 2019, it noticed that there
were 6 cases (out of || loan cases as at 31 March 2019) of which
the financials of the corporate borrowers were not satisfactory.
Out of these 6 cases, 5 were secured by personal guarantee, and
| was secured by a property pledge. Crowe had not taken into
consideration that the Company had also reviewed the financial
status /background of the guarantors and the value of the pledged
property. In this regard, in addition to performing its own company
search and internet search on the financials of the borrowers (including
the aforesaid 6 borrowers), ZHONGHUI had also done their due
diligence on the Group's assessment of the guarantors and the
pledged property. In particular, ZHONGHUI had assessed the value
of the pledged property by referring to property agents’ websites
and historical transaction records; interviewed the representatives
of the borrowers (including the aforesaid 6 borrowers) to enquire
their principal business, and discussed with the management of the
Group on assessment on these loans. ZHONGHUI did not find any
qualifications in respect of these 6 loans.

There was | borrower (a company incorporated in Seychelles)
among these | | loan cases that had been struck off. The exact strike
off date was not shown in the company search result conducted
by Crowe. This loan was an extension of repayment case and was
secured by personal guarantees provided by the borrower's director
and an independent third party. The Company acknowledges its
failure to perform the necessary procedure to ascertain the valid
existence of the borrower through company search at the time of the
extension of the loan due to the oversight of a staff. Notwithstanding
that the borrower has been struck off, the loan has been repaid in full
and no provision for impairment was required to be made. Even if
the loan was not settled, ZHONGHUI is of the view that under the
Seychelles International Business Companies Act, a company being
struck off does not prevent it from incurring liabilities or any creditor
from making a claim against it.
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(i) Insufficient documentation

Crowe's Concerns on insufficient documentation on assessing the
credit risks of the borrowers

Crowe noted that there were some cases where insufficient credit
assessment documentation, such as no financial statement from
corporate borrowers, no income proof from individual borrowers
and no valuation documentation to assess the market value of
securities, were found in the credit assessment reports of the
borrowers. Crowe was concerned whether there might be potential
management override of control and/or potential fraud in approving
such loans.

The Audit Committee’s view on Crowe'’s Concerns on insufficient
documentation

The Audit Committee was of the view that the management of the
money lending business had performed the necessary assessment
procedures in compliance with the policy of the Company on the
money lending business, e.g. conducting market researches on
property transactions, and based on their personal knowledge of
the borrowers and guarantors, when granting the loans. The Audit
Committee considers that the management had sufficient information
in carrying out credit assessment and there had been no management
override of control nor fraud in the approval of the loans. The
Company had also, at the request and recommendation of Crowe,
engaged an independent advisor firm to review the loan files and the

issues raised by Crowe,

The Audit Committee agreed with Crowe that the Group
should strictly adhere to the loan approval procedures and obtain
documents required by its credit assessment forms. Instead of relying
on the assessment of the loan operation management, the Group
should consider third party valuations and perform public searches on
websites and company registry before granting the loans.
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Audit work performed by ZHONGHUI to address the issue of
insufficient documentation

Crowe commented that there was insufficient documentation
for assessing the credit risks of the borrowers without further
specification on their expected or required documentation. Among
these |l loan cases, there were 2 individual borrowers who had no
income proof nor tax bill. The Company had obtained identity cards
and address proofs of these two borrowers prior to approval of
their loans, and these 2 loans were secured by pledged property in
Beijing. In carrying out its audit on the Company, ZHONGHUI had
performed additional due diligence work on substantiating the market
value of the pledged properties for these 2 loans. ZHONGHUI is
satisfied that the market value of the pledged properties exceeds the
loan amounts and thus the credit risks of these loans are acceptable.
In addition, ZHONGHUI also interviewed the 2 borrowers and sent
direct audit confirmation to these individuals with proof of address.
The confirmations were signed and returned to ZHONGHUI.
ZHONGHUI is satisfied that the identity of these 2 borrowers had
been verified.

For property valuation, Crowe commented that no valuation report
was obtained from third party valuer to assess the market value of
securities at the time of approval of the loans. The Company replied
that they had relied on the management's assessment based on
Beijing property market information. Based on Zhonghui's research
on the website for property market information and based on
subsequent settlement records, ZHONGHUI did not find that the
lack of sufficient documents for independent market valuation on
pledged properties that would lead to a qualified opinion.
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(iii) Legality of Company’s money lending operation in the

PRC

Crowe's Concemns on the legality of the Company's money lending
operation in the PRC and the unusual practice of third party
repayment arrangement

Crowe noted that the Group has no money lending license in the
PRC and expressed concern on the legality of Company's money
lending operation in the PRC. Crowe also expressed concern on
the legality of the repayment of loans by entities and individuals in
the PRC for Hong Kong borrowers, which appears to be unusual as
compared to general business practice Crowe requested the Group
to engage a PRC lawyer to confirm the legality of such arrangements.

The Audit Committee’s view on Crowe’s Concerns on the legality of
the Company's money lending operation in the PRC and the unusual
practice of third party repayment arrangement

The Audit Committee had consulted the Company’s PRC lawyers
and confirmed that the money lending business of the Group in the
PRC did not contravene relevant PRC laws. As for the legality of
repayments of loans of Hong Kong borrowers by PRC entities, it
has not been explicitly provided under PRC laws regulating foreign
exchange, and in practice, different local State Administration of
Foreign Exchange* (“SAFE") may hold different views on such
activity. In addition, the PRC lawyers confirmed that they had not
noticed any precedents as disclosed on the official website of SAFE in
which any entity was penalized by SAFE or its local branches due to
similar activities. Such legal opinions were provided to Crowe.
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As the borrowers and the third party payers would execute
and provide a repayment instruction to the Group for arranging
repayment of loans by third party payers on its behalf, the Group
would know the identities of the third party payers, enquire whether
they have any relationship with the borrowers and the Group. The
Audit Committee is of the view that the Group has confirmed
the identities of the third party payers and the source of fund for
repayment of the loans.

The Audit Committee considers such third party repayment
arrangement as an acceptable alternative business practice and
therefore, has no concern over it.

Audit work performed by ZHONGHUI to address the issue of the
legality of the Company’s money lending operation in the PRC and
the unusual practice of third party repayment arrangement

With respect to the view of the Audit Committee and the legal
opinion issued by the Company’s PRC legal advisers on the
money lending operation of the Group in the PRC, ZHONGHUI
has assessed the competence, independence and integrity of
the Company’s PRC legal advisers with no irregularity noted.
ZHONGHUI concurred that there is no legality issues on the
Group’s money lending transactions in the PRC and no legality issues
on the repayment arrangement by entities and individuals in the PRC
for Hong Kong borrowers. No irregularities in this regard have been
concluded during the audit carried out by ZHONGHUI.
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(v)

ZHONGHUI had checked the repayment instructions including the
amount to be repaid and the respective bank records for settlements
made by designated payers for repayment of loans on behalf of the
borrowers, ZHONGHUI had interviewed the representatives of the
borrowers to enquire their relationship with the payer; enquire the
relationship with the Company; confirm the details of the repayment
arrangement; confirm the validity of each particular repayment
arrangement. ZHONGHUI also sent written confirmations directly
to borrowers to confirm the repayment direction, payment date and
the repayment amount. It is submitted that the results of the above

work done were satisfactory and no irregularities were noted by
ZHONGHUI.

Anti-money laundering policies

Crowe's Concerns on the implementation of anti-money laundering
policies by the Company

Crowe commented that there was insufficient documentary evidence
to demonstrate the implementation of anti-money laundering and
counter-terrorist financing policies in the Company's money lending
operation.
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The Audit Committee’s view on Crowe’s Concerns on
implementation of anti-money laundering policies by the Company

The Audit Committee replied to Crowe that the Group adopted
the guideline on compliance of anti-money laundering and counter-
terrorist financing requirements for licensed money lenders issued by
the Companies Registry of Hong Kong as its own policies. Despite
insufficient documentary evidence showing compliance with the
policies, the Audit Committee stated that the Group had followed
the guidelines. The Companies Registry provides updated list of
terrorists and list of sanctioned bodies by United Nations Securities
Council to the Company. The Company would then circulate it to
the relevant staff engaged in the money lending business. The staff
would check the identity of the borrowers against these lists when
processing application for new loans. In addition, the staff will pay
attention to any unusual transactions in due course. All questionable
borrowers and irregularities will be reported to the management in
charge, who will then decide whether or not to report them to the
relevant authorities. The Audit Committee was of the view that such
measures are appropriate for the Company under the circumstances.
The Audit Committee recommended the Company to keep proper
documentation for work done in future for improvement in this
regard.

ENEEREEEARAST
2019F FERE

Directors’ Report
EEEWRE

ERZECHFEHALAE
TRABHRZ B EEEH
FEHEZER
ENZEGNEREEE X
AAEEERHKBEALAF
il B2 P 98 M 45 RE IR A B A
TEXBERRHH TELE
SHRTENEIMERRFEER
BEBRETHRZ X GE
BAR MEBRZEERTA
SECBRABES - REH
ﬁ?ﬁ$“ﬁ%ﬁ$%A
FEZEERH 2 ETR
n?% LR HI B MERE
Hge A rggEnsTiH
ESEEXBZEBEL -RE
B EREG h'ﬁl%ﬁf
ERAEREERAFD -
o BTHRE h%%&ﬁ
AAEERH -FBAURER
ARERTABRABREER
ABRE HEBEBAEBR
TREERNEBERME - Fi%
ZEERR RHABHERELE
ATHEARAMEBRE B
RZESREALAINBR
TR ITEZEREXHR
8%+ SKAE UL 75 E AN BA BSGE ©

1

31



LIFE HEALTHCARE GROUP LIMITED
Annual Report 2019

Directors’ Report

EEg

32

v)

wE
Audit work performed by ZHONGHUI to address the issue

ZHONGHUI noted that the Group has policies in place to deal
with anti-money laundering and counter-terrorist financing before
loan approval. ZHONGHUI enquired and confirmed with the
management of the Group that the manager of the money lending
business is responsible for checking, from time to time, new and
existing borrowers against the list of terrorists and list of sanction
of United Nation Security Council received from the Companies
Registry and would report to the legal team where there is any match
found. There was no such report during the financial year ended 31
March 2019 since no match was found.

Related party relationship between borrowers
Crowe'’s Concemns on related party relationships between borrowers

Crowe noted that most of the outstanding loans were repaid within
the week before the 30 June 2019 prior to the Company announces
its results (as originally scheduled) and Crowe had doubts as to
whether there was any related party relationship between each of
those borrowers and why they could settle the outstanding balances
at about the same time. Crowe noted that a director of one of the
borrowers (the “Person"), carries a name card with the title of “Chief
Advisor” of the Company but yet the loan was not reflected in the
accounts as "Related Party Transaction”.

(v)
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The Audit Committee’s view on Crowe’s Concemns on related party
relationships between borrowers

The Company confirmed that none of the borrowers were related
parties of the Group. The Person has never been an employee or
management of the Group. The name card with such a title was
provided to him previously in order to facilitate him to help explore
business opportunity for the Company and he does not fall within
the definition of "related party” of the Company.

The Audit Committee has reviewed the loan files and there were
records of follow up actions for over-due loans. Such follow-up
actions include demand letters and/or pending for legal actions,
repayment records and repayment notices. For third party
repayments, the Audit Committee found that there were proper
payment instructions and notices for repayment of loans to the
Group by third party on behalf of the borrowers. The reason for
payment of overdue loans around the same time before the issue
of the results announcement as originally scheduled was mainly due
to the efforts of the management in chasing down and negotiating
with the borrowers and enforcing repayments. By the end of June
2019, approximately 91% of the outstanding loan receivables as of
31 March 2019 have been repaid; as the remaining 9% outstanding
loan receivables is secured by a property with an open market
value assessed by an independent valuer exceeding the outstanding
loan amount, such borrower has provided a repayment plan and
committed to repay the outstanding loan amount by two instalments
on or before 30 September 2019.
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The Audit Committee was satisfied that the documents in relation
to the settlement of the loans by third parties were sufficient and
payment records were properly documented. After reviewing
the documents (e.g. payment instructions, borrowers' information
and bank statements), the Audit Committee was of the view that
these borrowers were not related to each other, and there was no

undisclosed related party transactions.

Audit work performed by ZHONGHUI to address the concem on

related party relationships between borrowers

The Person has never been an employee or management of the
Group. In relation to the loan granted to a corporate borrower of
which the Person is a director, Crowe based on some intemnet search
results and news to come to the conclusion that the loan might not
have been properly disclosed as related party loan and the credit risk
was not duly assessed by the Company. However, under the “Hong
Kong Accounting Standard 24 Related Party Relationships”, the
loan was not considered as a related party loan. The loan has been
approved and granted in accordance with the money lending policy
of the Group and the terms of the loan were on normal commercial
terms comparable to the other loans approved and granted by
the Group. After ZHONGHUI having performed company search
and internet search, reviewed the loan documents, interviewed
the Person and compared the interest rate and terms of this loan
with other loans of the Company, ZHONGHUI is of the view that
this loan is not a related party transaction and there had been no

irregularities on this loan.
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Loan from a non-executive Director

Crowe’s Concerns on the loan from a non-executive Director

Crowe informed the Audit Committee on 26 June 2019 that it has been advised
that Mr. Feng Xiaogang (“Mr. Feng”), a non-executive director of the Company,
has provided a loan of HK$50,000,000 to the Group in previous year and he
received repayment of HK$40,000,000 from the Group and the Group still owed
Mr. Feng the remaining loan balance of HK$10,000,000 as of 31 March 2019.
Crowe expressed their concem over this loan as they have not been informed by
the management of the Company of the existence of this loan before.

The Audit Committee’s view on Crowe's Concemns on the loan from a non-
executive Director

According to the Company's record, the Group has already repaid the remaining
HK$10 million loan due to Mr. Feng, while Mr. Feng alleged that he had not
received the said payment. The Company had set up a special committee,
comprising two independent non-executive directors (one of them resigned
on 18 June 2019) and one executive director, to follow up on the matter. The
Company has also obtained a legal opinion on the merits of a potential claim
against the Company by Mr. Feng. The legal opinion concludes that “based on
the available evidence and information, in the case of a claim made by Mr. Feng
against the Company and/or its wholly-owned subsidiary, the Company should
have a good defense.” The draft legal opinion was provided to Crowe on 29 June
2019.

Audit work performed by ZHONGHUI to address the issue of the loan from a
non-executive Director

ZHONGHUI has reviewed the report of the Special Committee and checked
the relevant documents including payment instruction letters and bank records
etc, reviewed the legal opinion from the Hong Kong law counsel engaged by the
Company for this purpose, which states that if legal action was encountered by
the Group in this regard, the Group will have a “good defense”.

No irregularities in this regard have been concluded during the audit carried out
by ZHONGHUI.
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Management’s position on the Crowe’s Concerns

The Company has provided the key information in relation to loan receivables to
Crowe prior to its resignation, and the same set of information was provided to
ZHONGHUI after its appointment as the auditor of the Company.

The Company is of the view that it had been closely following up with Crowe on
the questions raised by them and had promptly provided supporting documents.
The Company believes that all of the Crowe Concerns could be satisfactorily
addressed and resolved and Crowe could complete its audit had it not tendered
its resignation. The audit was subsequently completed by ZHONGHUI based on
the same set of information.

Although Crowe's Concerns have been addressed by the Company, the
Company is considering to conduct a review on its intemnal control policies and
procedures with respect to the business operations of the Group as soon as
possible.
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STRUCTURED CONTRACTS

During the year ended 31 March 2019, It REMEREERBZBFRA
A (Beijing Life Healthcare Technology Co., Ltd.) (“Beijing Lianhe"), a 100%
owned subsidiary of the Group, has entered into the Exclusive Cooperation
Agreement, the Exclusive Call Option Agreement, the Power of Attorney and
the Share Pledge Agreement on 10 November 2016 which supersede, the
original agreements dated 5 April 2016, (together, the “VIE Agreements” and
each a “VIE Agreement”) by and among Beijing Lianhe, M (dt5) BEEl
B APR AT (Life Healthcare (Beijing) Co., Ltd.) ("Life Healthcare”) and the two
registered shareholders (namely, Mr. Cheng Xiaoyu and Mr. Zhao Fei, both are
not connected persons (as defined under the Listing Rules) of the Company) of
Life Healthcare (the “Registered Shareholders”) who hold all the equity capital
of Life Healthcare.

Life Healthcare was established on 22 February 2016 and its principal activities
are provision of genetic testing and health data analysis services (the “Relevant
Business”). Pursuant to the Special Administrative Measures (Negative List) for
Foreign Investment Access (2019) (KHNEIIREEARRI ERE (B E B
B)(2019 % hiv))) issued by National Development and Reform Commission and
Ministry of Commerce of PRC on 30 June 2019 and effected on 30 July 2019, the
“development and application of human stem cells and genetic diagnosis therapy
technology” is listed as an item forbidden for foreign investment. By entering into
the VIE Agreements, the Group obtained effective control over Life Healthcare
and the right to receive substantially all of Life Healthcare's economic benefits (the
“Contractual Arrangements”). Details of each of the VIE Agreements are set out
below.

Under the Exclusive Cooperation Agreement entered into by Beijing Lianhe and
Life Healthcare, Beijing Lianhe shall, within the validity period of such agreement,
provide Life Healthcare and its designated subsidiaries with comprehensive
business support, technical and consulting services and Life Healthcare shall pay
a monthly consulting and service fee, which shall be equal to the amount of Life
Healthcare's monthly total income deducting the expenses and costs directly
incurred thereby. In addition, Life Healthcare agreed that, without the prior
written approval by Beijing Lianhe, it shall not enter into any transaction which
may materially affect its assets, obligations, rights, or business operations, so as to
ensure the performance of business agreements between both parties and the
payment of each price payable. For those matters related to business operation
and asset disposal, Life Healthcare shall act in accordance with the instructions
and requests by Beijing Lianhe.
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Under the Exclusive Call Option Agreement entered into by and among
Beijing Lianhe, Life Healthcare and the Registered Shareholders, the Registered
Shareholders granted an irrevocable option to Beijing Lianhe and/or other entity
or individual as designated by it to acquire all or any of their equity interests
in Life Healthcare, in one or more steps as determined by Beijing Lianhe in its
absolute and sole discretion, to the extent as permissible under the PRC laws.
The agreement shall be terminated when all equity interests in Life Healthcare
have been lawfully transferred to Beijing Lianhe and/or other entity or individual
designated by Beijing Lianhe. At the time of exercising the option, the transfer
price for the acquisition (the “Transfer Price”) payable by Beijing Lianhe and/
or its designated entity or individual shall be RMBI. If there is any mandatory
requirement with respect to the Transfer Price under PRC laws then effective,
the Transfer Price shall be the minimum price as permitted under PRC laws.
The Registered Shareholders have undertaken and agreed that, since they have
already been reimbursed by Beijing Lianhe and its affiliated companies, they
will refund all Transfer Price to Beijing Lianhe and/or its designated entity or
individual within 10 business days after they receive the Transfer Price. Further,
in the event that Life Healthcare is in liquidation or bankruptcy, the Registered
Shareholders shall ensure that the residual assets of Life Healthcare (the assets
after the payments for liquidation costs, wages, social insurance premiums and
statutory compensations, taxes owed and debts payable) shall be transferred
to Beijing Lianhe and/or its designated entity or individual at minimum price as
permitted under PRC laws. The asset transfer is nonreciprocal. The Registered
Shareholders have undertaken to ensure that such transfer will not create any
obligation of Beijing Lianhe to the Registered Shareholders and their creditors or
Life Healthcare and its creditors.

It is further agreed that the Registered Shareholders and Life Healthcare shall
act in accordance with the request of Beijing Lianhe with regard to the sale,
transfer, pledge or disposal through other means of Life Healthcare's assets,
businesses or revenue. Without consent from Beijing Lianhe, Life Healthcare
cannot sell, transfer, pledge or dispose of any of its assets, business or revenue,
nor can it enter into any significant contracts (defined as those with contract
sum of exceeding RMB100,000). Finally, the Registered Shareholders agreed that
they shall appoint persons designated by Beijing Lianhe as board directors, legal

representative and key management personnel of Life Healthcare.
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Under the Power of Attorney entered into by Beijing Lianhe and the Registered
Shareholders, the directors and their successors of Beijing Lianhe (including a
liquidator replacing the directors) shall be authorised to be the sole proxy and
authorised person of the Registered Shareholders to exercise all shareholder’s
rights over Life Healthcare with respect to all the relevant matters, including
but not limited to: |) to attend shareholder's meetings of Life Healthcare; 2) to
exercise all shareholder's rights and voting rights of the Registered Shareholders
as entitled by the articles of association of Life Healthcare and PRC laws,
including without limitation the transfer, pledge and disposal of all or part of
the equity interest in Life Healthcare; and 3) to appoint and designate the legal
representative (the chairman of the board of directors), directors, supervisors,
chief executive officer and other senior managers of Life Healthcare.

Under the Share Pledge Agreement entered into by Beijing Lianhe and the
Registered Shareholders, the Registered Shareholders pledged all their equity
interests in Beijing Lianhe to guarantee the performance of (i) the payment for
consulting and service fee of Life Healthcare under the Exclusive Cooperation
Agreement; (i) the obligations of the Registered Shareholders under the Exclusive
Call Option Agreement, and (iii) the obligations under the Power of Attorney.
Beijing Lianhe shall be entitled to dispose of the pledged equity where Life
Healthcare fails to fully pay for the consulting and service fee payable under the
Exclusive Cooperation Agreement or violates the obligations under the Exclusive
Cooperation Agreement, Exclusive Call Option Agreement and Power of
Attorey. The equity interests in Life Healthcare shall not be transferred without
Beijing Lianhe’s written consent.

Save as disclosed above, there has not been any material change in the
Contractual Arrangements during the year ended 31 March 2019.
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The Group has obtained a legal opinion from a PRC law firm, King & Wood
Mallesons (“KWM") on the VIE Agreements according to the Company Law of
the PRC (the “Company Law"), the Contract Law of the PRC (the “Contract
Law") and other PRC laws, administrative regulations, administrative rules. KWM
has provided its legal opinion that, in view of (1) Beijing Lianhe did not have
actual investment in Life Healthcare; (2) Life Healthcare did not provide any
relevant information to overseas entities in violation of the relevant rules while
carrying out the specific genetic testing business; (3) entering into each of the VIE
agreements by the parties was solely for the purpose of providing/receiving the
relevant services and receiving/paying the relevant service fees and each party
shall comply with such arrangements by entering into the relevant agreements,
the signing each of the VIE Agreements is not illegal and the parties can validly
enter into each of the VIE agreements without the need to obtain approval from
any of the PRC government bodies. Further, each of the VIE Agreements is not
regarded as an “investment” by Beijing Lianhe in Life Healthcare and/or its actual
business, which is forbidden foreign investment under the applicable PRC laws
and regulations. Finally, the legal opinion also stated that each VIE agreement
and its confirmation letter is not in breach of or in default under any PRC laws,
and that each of the VIE Agreements is legally valid and enforceable. KWM
has indicated that it cannot be precluded that the relevant foreign investment
and health authorities’ understanding of the relevant laws and regulations may
different from its above legal opinions.

Life Healthcare has been accounted a 100% owned subsidiary of the Group for
in the condensed consolidated financial statements of the Group, on the basis
that the Group has effective control over Life Healthcare and the right to receive
substantially all of Life Healthcare's economic benefits. The Board has determined
that due to each of the VIE Agreements, which KWM has advised are legally valid
and enforceable, Beijing Lianhe has existing rights and ability to direct the relevant
activities of Life Healthcare, ie the activities that significantly affect Life Healthcare’s
returns. Further, Beijing Lianhe has exposure, or rights, to variable returns from its
involvement with Life Healthcare as under the Exclusive Cooperation Agreement
entered into between Beijing Lianhe and Life Healthcare, Life Healthcare shall
pay a monthly consulting and service fee equal to the amount of Life Healthcare's
monthly total income after deducting the expenses and costs directly incurred
thereby. The control activities carried out by Beijing Lianhe, and how well it
controls and manages the activities and operations of Life Healthcare, will directly
affect the amount of its retums.
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The Board is of the view that healthcare services especially the genetic testing and
health data analysis services market in PRC is expected a new but growing field.
Healthcare services segment recorded revenue in a total amount of HK$48.59
million in the year ended 31 March 2019 and has become the most important

business segment of the Group.

For the year ended 31 March 2019, Life Healthcare and its subsidiaries recorded
revenue and assets of approximately HK$63.49 million and HK$300.59 million
respectively.

Major risks associated with the Contractual Arrangements are summarized as
follows: although KWM had expressed the view that the entering of each of
the Contractual Arrangements is not in contravention of the relevant PRC laws
and regulations, uncertainties however do exist regarding the interpretation and
application of the PRC laws and regulations. If the PRC government determines
that the Contractual Arrangements do not comply with the applicable laws and
regulations of the PRC or issues further guidelines that impose stricter foreign
ownership requirements in the Relevant Business, the Group's Relevant Business
may be adversely affected. If that happens, the Company will seek other forms of

contractual arrangements if then available to carry out the Relevant Business.

The Company has implemented the following internal control measures to
safeguard its assets held through the Contractual Arrangements: (i) the officers
of the Company in charge of Life Healthcare will regularly review the relevant
parties’ compliance with the Contractual Arrangements and other related matters,
monitor the development of the Relevant Business and will report regularly to
the Board; (i) professional parties will be engaged to assist the Board to handle
any specific issues arising from the Contractual Arrangements; (iii) the Company
has controlled the board of directors of Beijing Lianhe, Life Healthcare and its
subsidiaries; (iv) the auditors of the Company will be engaged to provide for the
annual confirmations in compliance with Paragraph 16(c) of the Guidance Letter;
and (v) Life Healthcare will prepare and provide monthly management accounts
and key operating data to the Company.

During the year ended 31 March 2019, none of the VIE Agreements mentioned
above has been unwound as none of the restrictions that led to the adoption of
structured contracts has been removed.
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RISKS AND UNCERTAINTIES

The Company has identified principal risks and uncertainties that the Group faces
as a business. These include economic risks, operational risks, regulatory risks, and
financial risks. The Group's business, future results of operations and prospects
could be materially and adversely affected by those risks and uncertainties. The
following highlights the principal risks and uncertainties of the Group and it is not
meant to be exhaustive. There may be other risks and uncertainties which are
not known to the Group or which may not be material now but tum out to be
material in the future.

Economic Risks
—  Asevere or prolonged downturn of the global or PRC economy.

—  Negative effect on our operational, financing or investing activities due to
fluctuations in inflation, fluctuations in interest rates and other measures
relating to financial policies in PRC.

Increase in interest rates may have an adverse effect on the money lending
business of the Group as it will increase the cost of funding of the borrowers
and lower the profit margin of their businesses which in turn will adversely affect
their repayment ability of the loans advanced by the Group. The situation may be
worsened in case of a slowdown in the economic growth of the global or PRC
economy. The Group will continue to review its loan portfolio on a regular basis

in order to take appropriate actions on a timely basis.

Operational Risks
—  Failure to compete in the competitive environment which the Group
operates in or to keep up with technological developments.

Healthcare services business has the characteristics of high technological standard
and rapid changes in the development. Failure to catch up with the technological
development may adversely affect the healthcare services business of the Group.
The Group will pay close attention to relevant technology developments and
respond to possible technological changes in a timely manner.

—  Failure to recruit and retain sufficient qualified staff with relevant experience

and expertise in healthcare services business.
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Due to the fierce competition of talents in the medical industry recently, the
Group's operation may be affected adversely if the Group has an insufficient
talent pool. If there is a shortage of marketing staff with professional medical
knowledge, it may affect the Group’s business development and penetration. A
shortage of professional technicians will also affect the progress and quality of the
R&D projects, thus the Group’s operation. Therefore, if the Group fails to retain
suitable talents, the turnover rate being above the acceptable level may affect
the long-term development of the Group. In view of the above, the Group will
properly reduce the corresponding risks by stepping up its effort in recruitment,
enhancing the professionalism of technicians and marketing staff and establishing
the Group's reputation as an employer in the human resources market under the
premise of taking certain risks.

— limited number of suppliers for medical diagnostic reagent, consumables
and equipment for healthcare services business in genetic testing.

The Group's operation in healthcare services business in genetic testing will be
adversely affected if the suppliers reduce the supply of medical diagnostic reagent,
consumables and equipment or suddenly terminate the business relationship with
the Group. Therefore, the Group intends to lower this risk by establishing a stable
business relationship with the suppliers and regularly assess the quality of the
products and the performance of the suppliers. Besides, the Group continuously
looks for new potential suppliers to secure stable supplies.

Regulatory Risks
—  Failure to adhere to laws, regulations and rules, or to obtain or maintain all
applicable permits and approvals.

— Adverse effects arising from change in laws and regulations affecting our
businesses.

The Group needs to obtain the relevant licence(s) in order to carry out its
healthcare services business in PRC. If the Group fails to renew the relevant
licence(s) or comply with the rules and regulations of the governing authorities,
the operations of its healthcare service business will be adversely affected. In
order to avoid this from happening, the Group pays close attention to changes in
rules and regulations relating to licencing and changes in policy of the governing
authorities.
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Financial Risks
—  Detalils of financial risks are set out in Note 5 to the consolidated financial
statements.

ENVIRONMENT AND COMPLIANCE WITH LAWS

The Group is committed to minimising the impact on the environment from its
business activities. As far as the Board is aware, the Group has complied with the
relevant laws and regulations that have a significant impact on the Group in all
material respects.

KEY RELATIONSHIPS WITH EMPLOYEES, CUSTOMERS AND
SUPPLIERS

The Group recognises the accomplishment of its employees by providing
comprehensive benefit package, career development opportunities and training
appropriate to individual needs. The Group provides a healthy and safe workplace
for all employees. There had not been any cases of strikes or reports of fatality
due to workplace accidents during the year under review.

The Group encompasses working relationships with suppliers to meet our
customers’ needs in an effective and efficient manner.

The Group values the views and opinions of all customers through various means
and channels, to understand customer trends and needs, and regularly analyses on
customer feedbacks. The Group also conducts comprehensive quality assurance
checks to ensure that only quality products and services are offered to customers.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S
LISTED SECURITIES
Neither the Company nor any of its subsidiaries had purchased, sold or

redeemed any of the Company's listed securities during the year ended 31 March
2019.

44

Bt 5 LB

— BHERRFRIEN M HREM
5

RERET LR

AEEFNREEFHEDURZ L FE -
BEZSMM ASECEBTHENBE
ATESAREABEATEZHBL
B RIAR

HES FEFRHEBZEZRR

AEERBAREZACEAGE BE
REREENBEREAZTEZAIEIR
AHEHEEBZKR -A5BAE2EESR
HERLZ22IESH REBFE -
BECANEAIESHMENERMER
BT TEZR-

FEEEHREEYAERERERABAL
RAMREEEZRK

FEERBLESTANREERMER
FZBERREEH UBBREFBZLF
KAREHAMEPLRE - REE T
T2HEERERE BRRAGARF
REEEEMRRS -

BE HEGERAQLATZ LHE
%
REBE-_Z-AE=A=+—-RLEE"
ARBREARKBARMERE 1
ERELARRBZEMETES -



EQUITY-LINKED AGREEMENT

On 18 December 2018, the Company and CNI Securities Group Limited entered
into the placing agreement (the “Placing Agreement”) in relation to the placing
of up to 1,070,857,060 and not less than 500,000,000 new shares to placees at
the placing price of HK$0.12 per share (the “Placing”). As the conditions set out
in the Placing Agreement have not been fulfilled, the Placing was terminated on
8 January 2019. For details, please refer to the Company’'s announcements dated
18 December 2018, 31 December 2018 and 8 January 2019.

Save for the Placing Agreement (in relation to the issue of up to 1,070,857,060
new shares of the Company under the Placing) and the share option scheme
of the Company, no equity-linked agreement that would or might result in
the Company issuing shares, or that requiring the Company to enter into an
agreement that would or might result in the Company issuing shares, was entered
into by the Company during the year ended 31 March 2019 or subsisted at the
end of the year ended 3| March 2019.
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DIRECTORS
The Directors during the year ended 31 March 2019 and up to the date of this
report were:

Executive Directors

Mr. Hua Yunbo (Chairman and President)

Ms. Shan Hua (Chief Executive Officer)

Mr. Man Wai Lun (appointed on 8 January 2019)

Mr. Ng Kung Poon (appointed on 7 December 2018 and
resigned on 14 January 2019)

Mr. Chung Yuk Lun (appointed on 7 December 2018 and
resigned on 8 January 2019)

Non-executive Director
Dr. Feng Xiaogang

Independent Non-executive Directors
Mr. Liu Xinghua
Mr. Zhou Jian (resigned on 5 June 2019)
Mr. Zheng Chunlei
Mr. Chan Kam Wah
(appointed on 21 January 2019 and resigned on 18 June 2019)

Ms. Zhang Xuyang (resigned on 2 April 2019)
Mr. Cheng Chun Man (appointed on 18 June 2019)

In accordance with Articles 83(3) and 84(1) of the articles of association of
the Company (the “Articles of Association™), each of Mr. Man Wai Lun, Mr.
Cheng Chun Man, Mr. Zheng Chunlei and Dr. Feng Xiaogang will retire at the
forthcoming annual general meeting and being eligible, offer themselves for re-

election at that meeting.

Each of the Directors proposed for re-election at the forthcoming annual general
meeting has no fixed term of service with the Company and has not entered
into a service contract with the Company which is not determinable by the
Company within one year without payment of compensation other than statutory

compensation.
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES

As at 31 March 2019, the interests and short positions of the Directors and
chief executive of the Company in shares, underlying shares and debentures
of the Company or its associated corporation (within the meaning of Part XV
of the SFO), as recorded in the register required to be kept by the Company
pursuant to Section 352 of the SFO, or as otherwise notified to the Company
and the Stock Exchange pursuant to the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) of the Listing Rules, were as
follows:

Long positions in ordinary shares of HK$0.01 each of the Company:
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Number of Approximate
ordinary percentage of
Name of Director Capacity shares held shareholding
EBAR L2} FRHEBRRE REBNED L
Hua Yunbo Interest of controlled corporation 1,541,063,057 (Note)
R REEE (B &E) 28.78%
Shan Hua Interest of controlled corporation 1,541,063,057 (Note)
LK REEE c #R (Pt 5E) 28.78%
Note: st -

These interests are held by Powerful Software Limited which is owned as to 65% and 35% by
Merry Cycle Enterprises Limited and Gorgeous Moment Holdings Limited respectively. Merry Cycle
Enterprises Limited is wholly-owned by Mr. Hua Yunbo while Gorgeous Moment Holdings Limited
is wholly-owned by Ms. Shan Hua. Mr. Hua Yunbo and Ms. Shan Hua are therefore deemed to
be interested in all the shares of the Company held by Powerful Software Limited for the purpose
of the SFO. The interests held by Powerful Sofware Limited are disclosed under the section
headed “SUBSTANTIAL SHAREHOLDERS' AND OTHER PERSONS' INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING SHARES" below.

% % 1 % B Powerful Software Limited 5 & + 11 & 2
@ % 5 FMenry Cycle Enterprises Limited 5 Gorgeous
Moment Holdings Limited # 4 65% & 35% 1 % © Merry
Cycle Enterprises Limited B = X E £ 2 EHE - M
Gorgeous Moment Holdings Limited 8| f # 4£ %7 - 2 &
BEEH BTREFRAEGIIB S £2KE
H T B AT AR B 7Y Powerful Software Limited F7
FE2BARDERM+ %A% o Powerful Software
Limited FT #2210 T X [ E MR R A M A LRI
M RABR D 2 B AR ] — B -
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Save as disclosed above and in note 27 to the consolidated financial statements,
at no time during the year ended 31 March 2019 was the Company, any of its
holding company, subsidiaries or fellow subsidiaries a party to any arrangement to
enable the Directors to acquire benefits by means of the acquisition of shares in
or debentures of the Company or any other body corporate.

DIRECTORS’ INTEREST IN COMPETING BUSINESS

None of the Directors is or was interested in any business apart from the
Group's business, that competes or competed or is or was likely to compete,
either directly or indirectly, with the Group's business at any time during the year
ended 3| March 2019 and up to and including the date of this report.

DIRECTORS’ INTERESTS IN CONTRACTS

There was no contract of significance to which the Company, its holding company
or subsidiaries was a party and in which a Director had a material interest,
whether directly or indirectly, subsisted as at 31 March 2019 or at any time during
the year ended 31 March 2019.
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’
INTERESTS AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

As at 31 March 2019, the following person and companies had interests and
short positions of 5% or more of the issued share capital and underlying shares
of the Company (other than a Director or chief executive of the Company)
were recorded in the register of interests required to be kept by the Company
pursuant to Section 336 of the SFO:

Long positions in ordinary shares of HK$0.01 each of the Company:
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Number of Approximate
ordinary percentage of
Name of shareholder Capacity shares held shareholding
BRRER L2} FEEBERBE RESSNEI
TR&R Beneficial owner
ESBEAA 425,020,398 2661%
Powerful Software Limited (note) (Fff &%) Beneficial owner
BERlAA 541,063,057 28.78%
Merry Cycle Enterprises Limited (note) (Fff #) Interest of controlled corporation
REEE S 541,063,057 28.78%
Gorgeous Moment Holdings Limited Interest of controlled corporation
(note) (P 5E) REFE ER ,541,063,057 28.78%
Note: s

These interests are held by Powerful Software Limited which is owned as to 65% and 35% by
Merry Cycle Enterprises Limited and Gorgeous Moment Holdings Limited respectively. Merry Cycle
Enterprises Limited is wholly-owned by Mr. Hua Yunbo while Gorgeous Moment Holdings Limited
is wholly-owned by Ms. Shan Hua. Mr. Hua Yunbo and Ms. Shan Hua are therefore deemed to be
interested in all the shares of the Company held by Powerful Software Limited for the purpose of
the SFO.

% % 1 % B Powerful Software Limited 3 A + 1 & 2
&% Bl f Merry Cycle Enterprises Limited & Gorgeous
Moment Holdings Limited # % 65% [ 35% # & © Merry
Cycle Enterprises Limited R4 = £ 2 B WA
if Gorgeous Moment Holdings Limited Al g3 % 4 27 +
2EER R ARTEAFRBEHRAB N &
=M R A 2T AR B R Powerful Software
Limited T 2 WA R AR P HB#E -
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Save as disclosed above, as at 31 March 2019, no person, other than the
Directors and chief executive of the Company, whose interests are set out herein
this report, had registered an interest or short position in the shares or underlying
shares of the Company that was required to be recorded pursuant to Section
336 of the SFO.

RELATED PARTY TRANSACTIONS

During the year ended 31 March 2019, there were no connected transactions
and continuing connected transactions between the Group and its connected
persons (as defined under the Listing Rules) which are subject to the reporting,
announcement and the independent shareholders’ approval requirement under
the Listing Rules.

The related party transactions in relation to the compensation of key management
personnel as disclosed in Note 34(b) to the consolidated financial statements are
connected transactions exempt from reporting, announcement and independent

shareholders' approval requirements pursuant to Rule 14A.95 of the Listing Rules.

RETIREMENT BENEFIT SCHEMES

The Group provides a defined contribution retirement scheme under the
Mandatory Provident Fund Scheme (the “MPF Scheme”) in Hong Kong to all
Hong Kong staff. Under the MPF Scheme, employer and employees are each
required to make contributions to the scheme at 5% of the employees' relevant
income, up to a maximum contribution of HK$1,500 (effective from June 2014)
per month. The employees of the Group's subsidiaries in the PRC are members
of a state-managed retirement benefit scheme operated by the government of
the PRC.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 March 2019, the percentage of the Group’s revenue
attributable to its largest customer and five largest customers were 3.85% and
13.33% respectively.

For the year ended 31 March 2019, the percentage of the Group’s purchases
attributable to its largest supplier and five largest suppliers were 21.78% and
79.03%, respectively.

At no time during the year ended 3| March 2019 did a Director, an associate
of a Director or a shareholder of the Company (which to the knowledge of the
Directors owned more than 5% of the Company's issued share capital) have any

material interest in any of the Group's five largest suppliers or customers.
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MANAGEMENT CONTRACTS

Save for the VIE Agreements, 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 2019.

PERMITTED INDEMNITY PROVISIONS

Pursuant to the Articles of Association, every Director and officer shall be entitled
to be indemnified out of the assets and profits of the Company against all losses
or liabilities which he may incur or sustain in the execution of his duties or
otherwise in relation thereto.

Such provision was in force during the year ended 31 March 2019. In addition,
the Company has also maintained Directors and officers liability insurance during
the year ended 31 March 2019 and up to the date of this report.

PRE-EMPTIVE RIGHTS
There are no provisions for pre-emptive rights under the Articles of Association,
or the laws of Cayman Islands, which would oblige the Company to offer new

shares on a pro-rata basis to existing shareholders.

SUFFICIENCY OF PUBLIC FLOAT
Based on the information that is publicly available to the Company and within the
knowledge of the Directors as at the date of this annual report, the Company has

maintained a sufficient public float as required under the Listing Rules.
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CHANGE OF AUDITOR

SHINEWING (HK) CPA Limited (“Shinewing”) resigned as the auditor of the
Group with effect from 26 April 2019 as the Company could not reach a mutual
agreement with Shinewing on the audit fee for the financial year ended 31 March
2019. With the recommendation of the Audit Committee, Crowe (HK) CPA
Limited (“Crowe”) has been appointed as the new auditor of the Group on
the same day. Crowe has tendered its resignation as the auditor of the Group
on 30 June 2019 as the Company and Crowe were unable to reach consensus
and agreement of certain issues. With the recommendation of the Audit
Committee, the Board resolved to appoint ZHONGHUI ANDA CPA Limited
("ZHONGHUI") as the auditor of the Group on 2 July 2019.

AUDITOR

The consolidated financial statements of the Company for the year ended 31
March 2019 were audited by ZHONGHUI. A resolution will be submitted to the
forthcoming annual general meeting of the Company to re-appoint ZHONGHUI
as auditor of the Company.

By order of the Board
Life Healthcare Group Limited

Hua Yunbo
Executive Director

25 September 2019
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OVERVIEW

The Company has formulated and maintained a high standard of corporate
governance practices in order to safeguard the interest of shareholders,
employees and other stakeholders of the Company.

CORPORATE GOVERNANCE PRACTICES

The Company has complied with the code provisions of the Corporate
Governance Code (the “CG Code”) as set out in Appendix 14 to the Listing
Rules during the year ended 31 March 2019, except for the following deviations:

—  Code provision A4.1 of the CG Code provides that the non-executive
directors should be appointed for a specific term and subject to re-election.
The non-executive Director and independent non-executive Directors
were not appointed for specific terms. In accordance with the Article 84 of
the Articles of Association of the Company, at each annual general meeting
one-third of the Directors for the time being (or, if their number is not a
multiple of three, the number nearest to but not less than one-third) shall
retire from office by rotation provided that every Director shall be subject
to retirement at an annual general meeting at least once every three years.
As such, the Board considers that sufficient measures have been taken to
ensure that the Company's corporate governance practices are in line to
those of the CG Code.

—  Code provision E.1.2 of the CG Code provides interpretation that the
chairman of the board of directors should attend the annual general
meeting. He should also invite the chairmen of the audit, remuneration,
nomination and any other committees (as appropriate) to attend. In their
absence, he should invite another member of the committee or failing this
his duly appointed delegate, to attend. These persons should be available
to answer questions at the annual general meeting. Ms. Zhang Xuyang, the
then chairman of the Audit Committee did not attend the annual general
meeting of the Company held on 7 September 2018 (the “2018 AGM")
as she had another engagement. All other members of the Board attended
the 2018 AGM. The Company considers that the members of the Board
who attended the 2018 AGM were able to sufficiently answering questions
from shareholders at the 2018 AGM.

The Board will continue to review and recommend such steps as appropriate in a
timely manner in order to comply with the requirements of the CG Code.
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DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code as set out in Appendix 10 to
the Listing Rules as the standard for securities transactions by Directors. The
Company has made specific enquiries of all the Directors and all the Directors
confirmed that they have complied with the required standards set out in the
Model Code and its code of conduct regarding Directors’ securities transactions
for the year ended 31 March 2019.

BOARD OF DIRECTORS

The Board currently comprises seven members, being three executive Directors,
one non-executive Director and three independent non-executive Directors.
The list of Directors is set out in the section headed “Directors’ Report” and the
details of the Directors including their backgrounds and qualifications are set out
in the section headed “Biographical Details of Directors” of this annual report.
Each of the Directors has no fixed term of service with the Company and has not
entered into service contract with the Company which is not determinable by the
Company within one year without payment of compensation other than statutory
compensation but is subject to retirement and re-election in accordance with the
Avrticles of Association.

The Board assumes responsibility for the leadership and control of the Company
and its members are collectively responsible for promoting the business of the
Company by formulating the Group's overall strategies and policies, approving the
business plans, evaluating the performance of the Group in pursuit of the Group’s
overall strategies and overseeing the management of the Group. The Board has
established three committees, namely the Audit Committee, the Remuneration
Committee and the Nomination Committee. The management of the Group is
responsible for the day-to-day operations of the Group, and implementing the
business strategies and plans formulated and approved by the Board.

All Directors have acted in good faith for the best interests of the Company
and the stakeholders of the Company. Other than the statutory duties imposed
on each of them, all of the Directors have exercised due care in monitoring the
corporate matters of the Company and have provided grave concem, sufficient

time and attention to all the significant issues and affairs of the Group.
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Each of the independent non-executive Directors has made an annual
confirmation to the Company concerning his or her independence pursuant to
the Listing Rules. The Company considers that all the independent non-executive
Directors meet the guidelines for assessing independence as set out in Rule 3.13
of the Listing Rules and are considered to be independent.

The number of Board meetings and general meetings attended by each Director
during the year ended 31 March 2019 is set out below:
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EBUFATEZCRELTRAIBA
RAEHFEER  BRARSZBLED -
ARRRREBILFATESFHNA
MR RIS BEMEEBL S 02 K3l
ARERBULAL

REENEE-T-AE=A=1-A
LEEHEEE R ERREASRY
mF :

Number of Number of
Board meetings  general meetings

Executive Directors attended attended
HEEEE i R R

BITEE BRERE RERE
Mr. Hua Yunbo (Chairman and President) TR EE(EFEFER) [1/1] [/
Ms. Shan Hua (Chief executive officer) BRETH(THER) 8/11 [/
Mr. Man Wai Lun NEBEAE 3/3 0/0
Mr. Ng Kung Poon RINAREHE 112 0/0
Mr. Chung Yuk Lun BEBLYE /1 0/0
Number of Number of

Board meetings  general meetings

Non-executive Directors attended attended
HEEES HERR

FHITES EERY RERE
Dr. Feng Xiaogang o Bl 1 £ 9/11 1/
Number of Number of

Board meetings  general meetings

Independent Non-executive Directors attended attended

HEESES B R
BYFHTES -E V8 RERE
Mr. Liu Xinghua X 44 5 A [T I/
Mr. Zhou Jian BREE 10/11 /]
Mr. Zheng Chunlei HEERE 911 /1
Ms. Zhang Xuyang KA £ VAN 0/1
Mr. Chan Kam Wah BREPE L AE 0/0 0/0
Mr. Cheng Chun Man HiRE L& 0/0 0/0
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Save for regular Board meetings held during the year ended 3| March
2019, meetings of the Directors were held to discuss and transact other
special businesses. The Board members are provided with appropriate and
sufficient information in a timely manner to keep abreast of the Group's latest
developments. All businesses transacted at the Board meetings are properly
documented and recorded.

In respect of the corporate governance functions, the Board formulated their
terms of reference and performed the following corporate governance duties
during the year ended 31 March 2019:

*  To review the Company's policies and practices on corporate governance
and make recommendations;

*  To review and monitor the training and continuous professional

development of Directors and senior management;

*  To review and monitor the Company's policies and practices on
compliance with legal and regulatory requirements;

*  To develop, review and monitor the code of conduct applicable to

directors and employees; and

*  To review the Company's compliance with the CG Code and disclosure in
the Corporate Governance Report.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Under code provision A.2.1 of the CG Code, the roles of the chairman and the
chief executive officer should be separate and should not be performed by the
same individual. During the year ended 31 March 2019 and up to the date of this
annual report, Mr. Hua Yunbo is the chairman to the Board providing leadership
to the Board and Ms. Shan Hua acts as the chief executive officer of the
Company overseeing the general management and daily operation of the Group.
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TRAINING FOR DIRECTORS

Each newly appointed Director receives a comprehensive and formal induction
to ensure that he/she has an appropriate understanding of (i) the business and
operations of the Group; (ii) his/her responsibilities and obligations under the
Listing Rules and relevant regulatory requirements; (iii) the corporate governance
code of the Company and (iv) the Model Code.

Directors are continually updated on developments in the statutory and
regulatory regime and the business environment to facilitate the discharge of their
responsibilities. Continuing briefing and professional development for Directors
will be arranged at the expenses of the Company whenever necessary. The
Directors are committed to complying with code provision A.6.5 of the CG Code
on Directors’ training. The Directors have participated in continuous professional
development to develop and refresh their knowledge and skills and provided
their training records for the year ended 31 March 2019 to the Company.
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EENITHESZE REERHIHRN
REBREZIENEE WP NFE
TRE-RNEFER EFHELHE
XREBHEIXERE BRALRT
AE-EERNETEXERTAZT
AIRXASERESEHEICRTE-EF
E2EBERERBEFHNERME LR
BEXER YCRMARTRARER
BE_T-NF=A=1T-RLFEZ
e E

Topics on training covered (Notes)

Name of Directors EEpR Fir 8 2 2 35 3| £ 2 (MY &)
Hua Yunbo =R (1)

Shan Hua LRed (1.2 3). 4
Man Wai Lun XEB (1,2, (3), )
Chung Yuk Lun ERM (1.2 3). 4
Ng Kung Poon REAR Nil &

Feng Xiaogang 85 Bl Nil £

Liu Xinghua | 24 (1. 2

Zhou Jian [ Nil £

Zheng Chunlei HER (1. ()

Zhang Xuyang 5K 7B FH (1

Chan Kam Wah R 8 2 (1.2, 03)

NotesffzF: (1) laws, rules and regulations i « %33 & 45 81
(2) finance, accounting or taxation # % « & &t 8 1 7
(3) management & i
(4) business related to the Company £ 7 72 7] £ % 4 B
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DIRECTORS’ INSURANCE
The Company has arranged appropriate insurance cover in respect of potential
legal actions against its Directors.

REMUNERATION COMMITTEE

The principal responsibilities of the Remuneration Committee are to make
recommendations to the Board on the Company’s policy and structure for
all remuneration of Directors and members of the senior management of the
Company and to determine the specific remuneration packages of all executive
Directors and members of the senior management of the Company. The terms
of reference of the Remuneration Committee have been posted on the website
of the Stock Exchange and the Company, respectively.

The Remuneration Committee is chaired by an independent non-executive
Director. The Remuneration Committee comprises of two independent non-
executive Directors and one executive Director.
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The Remuneration Committee held 4 meetings during the year ended 31 March Mz EeREE_E—NE=A

2019. Details of the attendance of the committee members are as follows: ST HIFEERT4INEE - LED
MEZHEFFNT :

Committee Members Attendance ZEERE HE=R

Mr. Zhou Jian (the then Chairman of the Committee) 44 RBARETEEHIZEZTE) 4/4

Ms, Shan Hua 34 BiELT 3/4

Ms. Zhang Xuyang 44 SkfEFAZ L 4/4

The major work performed by the Remuneration Committee during the year
ended 3| March 2019 included, amongst other things, the following:

. reviewing the remuneration policy for Directors and senior management

and making recommendation to the Board;

. making recommendations on the remuneration packages of the non-
executive directors; and

. reviewing and determining the remuneration of the executive Directors
and members of the senior management.
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REMUNERATION POLICY OF THE DIRECTORS

The remuneration of Directors is determined by the Remuneration Committee
having regard to the performance of individuals and market trends. The
Company also adopted a share option scheme on |8 September 2012 for the
primary propose of providing incentives to any Directors and employees of the
Group and any advisors, consultants, distributors, contractors, suppliers, agents,
customers, business partners, joint venture business partners, promoters, service
providers to the Group who the Board considers, in its sole discretion, have

contributed or shall contribute to the Group.

The remuneration of the Directors, being the senior management of the
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Company, by band for the year ended 31 March 2019 is set out below: —NWNE=A=1+—HIEEREERZH
ZEME T

Remuneration band Number of persons i & AE

Not more than HK$ 1,000,000 9 N 838 1,000,000 7T 9

HK$1,000,001-HK$2,000,000 Nil 1,000,001 78 7T Z 2,000,000 7T =

HK$2,000,001-HK$3,000,000 2 2,000,001 7 7T & 3,000,000 7% 7T 2

Particulars regarding Directors’ remuneration and the five highest paid employees
as required to be disclosed pursuant to Appendix 16 to the Listing Rules are set
out in notes 12 to the consolidated financial statements in this annual report.

NOMINATION COMMITTEE

The principal responsibilities of the Nomination Committee are to review the
structure, size and composition (including the skills, knowledge and experience) of
the Board on a regular basis and make recommendations to the Board regarding
any proposed change and to review the board diversity policy of the Company
and review the measurable objectives that the Board has set for implementing
such policy and the progress on achieving the objectives and appointment of
directors and senior management. The terms of reference of the Nomination
Committee have been posted on the website of the Stock Exchange and the

Company, respectively.

The Nomination Committee is chaired by an independent non-executive
Director. The Nomination Committee comprises of one executive Director and
two independent non-executive Directors.
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The Nomination Committee held 3 meetings during the year ended 31 March R EZZEE€RHE_ZT—NLF = A
2019. Details of the attendance of the committee members are as follows: St+—HLEEERIIAEHE LB
KEZHEFEMT :
Committee Members Attendance FECRE HE =
Mr. Liu Xinghua (the then Chairman of the Committee) 33 NNERE(BFZESERE) 33
Mr. Hua Yunbo 33 4mERE 33
Mr. Zheng Chunlei 33 MBEERE 33
Mr. Chan Kam Wah 00 RIBELE 0/0
Mr. Man Wai Lun 0/0 XEBLE 0/0

The major work performed by the Nomination Committee during the year
ended 31 March 2019 included, amongst other things, the following:

. reviewing the structure, size, composition and diversity of the Board;

. reviewing the board diversity policy;

. considering and making recommendations to the Board for the
appointment of Directors and management;

. considering the re-election of Directors at the annual general meeting of
the Company held in September 2018; and

. reviewing the independence of the independent non-executive Directors.

The Company has adopted a board diversity policy (the “Board Diversity
Policy”) on 30 August 2013 which sets out its approach to achieve diversity
on the Board to ensure that the Board has the appropriate balance of skills
experience and diversity of perspectives appropriate to the requirements of
the Company's business with a view to achieving a sustainable and balanced
development of the Company.
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The Company seeks to achieve Board diversity through the consideration
of a number of factors, including but not limited to gender, age, cultural and
educational background, ethnicity, professional experience, skills, knowledge and
length of service. The Company will also take into account factors based on its
own business model and specific needs from time to time.

AUDIT COMMITTEE

The principal responsibilities of the Audit Committee are to review the
relationship with the auditors of the Company; review the financial information
of the Group and oversee the Group's financial reporting system, intemal control
procedures and risk management system. The terms of reference of the Audit
Committee has been amended and re-adopted by the Board on | April 2016 to
include the risk management function, and the same has been published on the
website of the Stock Exchange and the Company, respectively.

The Audit Committee comprises of three independent non-executive Directors
and one of whom has the appropriate professional qualifications, or accounting or
related financial management expertise.
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The Audit Committee held 2 meetings during the year ended 31 March 2019. ZERZEe€REBEEZ_Z—NLF = A
Details of the attendance of the committee members are as follows: ST-BLEFEERTIREE -ZE88
MEZHREFBEWT :
Committee Members Attendance ~ZEEME HE R
Ms. Zhang Xuyang (the then Chairperson of the Committee) 22 kBT (BFAEZELTE) 22
Mr. Zheng Chunlei 22 REEEE ylj)
Mr. Zhou Jian 22 BAREE 22
Mr. Chan Kam Wah 0/0 RIS 4 0/0
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The major work performed by the Audit Committee during the year ended 31
March 2019 included, amongst other things, the following:

*  reviewing the annual results of the Group for the financial year ended 3|
March 2018 with the conclusion that the preparations of such results have
been complied with the applicable accounting standards;

. reviewing the interim results of the Group for the six months ended 30
September 2018;

*  reviewing the effectiveness of the Group’s internal control systems and
procedures and risk management system; and

. reviewing and recommending the re-appointment of the auditor to the
Board for approval.

COMPANY SECRETARY

The company secretary of the Company (the “Company Secretary’) supports
the Board. All Directors have access to the advice and services of the Company
Secretary.

The Company Secretary is Mr. Chung Yuk Lun (“Mr. Chung”). Mr. Chung has

complied with the relevant professional training requirement of the Listing Rules
during the year ended 31| March 2019.
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EXTERNAL AUDITOR

The Audit Committee is responsible for considering the appointment of the
external auditor and reviewing any non-audit services performed by the external
auditor. During the year ended 31 March 2019, the fee for audit and non-audit
services to the Company's external auditors, for the provision of services are as
follows:
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Shinewing Crowe ZHONGHUI

fBAKFR B EhE A&

HK$'000 HK$'000 HK$'000

TET FET FET

Audit services % B R - - 2,000

Non-audit services FEZE R

(including review of interim report (BREEHTHRS

and financial information) LB #EER) 374 1,320 -

374 1,320 2,000

DIRECTORS’ AND AUDITOR’S RESPONSIBILITIES FOR THE
FINANCIAL STATEMENTS

The Directors acknowledge their responsibilities for the preparation of the
financial statements of the Group. The responsibilities of the Directors and

auditor of the Company are set out on pages 82 to 87 of this annual report.

RISK MANAGEMENT AND INTERNAL CONTROLS

The Board is responsible to ensure that adequate systems of internal control
and risk management are maintained within the Group, and to review their
effectiveness through the Audit Committee. The internal control and risk
management systems are designed to meet the Group's particular needs and
the risks to which it is exposed, and by their nature can only provide reasonable,
but not absolute assurance against misstatement or loss and to manage, but not
to eliminate, risks of failure in achieving the Group’ s objectives. Practicable and
effective internal control systems and procedures and risk management systems
have been implemented by the Group to enhance internal control and risk
management on an ongoing basis.
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MAIN FEATURES OF THE RISK MANAGEMENT AND
INTERNAL CONTROL SYSTEMS (“SYSTEMS”)

Control structure
The Board

Audit Committee

The management

Internal Audit Function

64

ensure the maintenance of appropriate and effective
Systems in order to safeguard the shareholders’
investment and assets of the Group;

define management structure with clear lines of
responsibility and limit of authority; and

determine the nature and extent of significant risk
that the Company is willing to take in achieving the
strategic objectives and formulate the Group's risk
management strategies.

oversee the Systems of the Group;

review and discuss with the management annually
to ensure that the management has performed its
duty to have effective Systems; and

consider major findings on internal control matters
and make recommendations to the Board.

design, implement and monitor the Systems
properly and ensure the Systems are executed
effectively;

monitor risks and take measures to mitigate risks in
day-to-day operations;

give prompt responses to, and follow up the
findings on internal control matters; and

provide confirmation to the Board on the
effectiveness of the Systems.
carry out the analysis and independent appraisal of

the adequacy and effectiveness of the Systems.
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Control approach
The risk management process includes risk identification, risk evaluation and risk

management measures.

The management conducted interviews with relevant staff members, reviewing
relevant documentation of the internal control system, identifying and evaluating
findings of any deficiencies in the design of the Group's internal control
system, providing recommendations for improvement and following up on the
effectiveness of implementation of such recommendations, where appropriate.
The scope and findings of review on the risk management and internal control

are reported to and reviewed by the Audit Committee annually.

Procedure manuals and operational guidelines are in place to safeguard the
assets against unauthorised use or disposition, ensuring maintenance of proper
accounting records in compliance with the applicable laws, rules and regulations
for the provision of reliable financial information for internal use and/or external

publication.

INTERNAL AUDIT FUNCTION

The Board has outsourced the internal audit function to a professional firm during
the year ended 3| March 2019 to review the risk management and internal
control system of the Group. The report identified the findings in internal control
system of the Company, the risks associated with operating units of the Company
and the recommendations to rectify the findings in internal control systems and
to lower the risks identified. Most of the recommendations have been adopted
and implemented with the remaining ones to be implemented in due course.

During the year ended 31 March 2019, the Board, through the Audit Committee,
has reviewed effectiveness of the Group's systems of internal control and risk
management in respect of financial, operational and compliance aspect annually

and considers that the systems are adequate and effective.

The Board, through the Audit Committee, has also reviewed the adequacy of
resources, staff qualifications and experience, training programmes and budget of
the Group's accounting and financial reporting functions, and consider that they
are adequate.
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DIVIDEND POLICY

The Company has adopted a dividend policy (the “Dividend Policy’) where the
Company would, where the situation allows, declare dividends to shareholders
taking into consideration the Group's distributable profits generated during the
year, the financial situation and liquidity of the Group, the funding needs for future
investment and development purposes. The payment of dividend is also subject
to any restrictions under the laws of Cayman Islands, the laws of Hong Kong and

the articles of association of the Company.

PROCEDURES AND INTERNAL CONTROLS FOR

THE HANDLING AND DISSEMINATION OF INSIDE
INFORMATION

The Group complies with requirements of SFO and the Listing Rules in relation
to the handling and dissemination of inside information. The Group discloses
inside information to the public as soon as reasonably practicable. Before the
information is fully disclosed to the public, the Group ensures the information
is kept strictly confidential. If the Group believes that the necessary degree
of confidentiality cannot be maintained or that confidentiality may have been
breached, the Group would immediately disclose the information to the public.

COMMUNICATIONS WITH SHAREHOLDERS AND
INVESTORS

The Company regards high quality reporting as an essential element in building
successful relationships with its shareholders. The Company always endeavour
to provide relevant information to existing and potential investors, not only to
comply with the different requirements in force but also to enhance transparency
and communications with shareholders and the investing public. Regular and
publicly available disclosures about important issues, including performance,
fundamental business strategy, governance and the management of risk are made
through various channels:

+  the Company’s annual general meeting;

. interim and annual results announcements published on the websites of the
Company and the Stock Exchange;

. interim and annual reports of the Company delivered to all shareholders;
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*  timely update of the websites of the Stock Exchange and the Company;
. meeting with shareholders;
. regular circulars and letters to shareholders; and

. prompt news releases and announcements regarding major corporate
actions and business initiatives.

The Company maintains a website at www.lifehealthcare.com where the
Company’s announcements, circulars, notices, financial reports, business
developments, press releases and other information are posted.

The Company is committed to ensuring that it is in full compliance with
disclosure obligations stipulated under the Listing Rules and other applicable laws
and regulations, and that all shareholders and potential investors of the Company
have an equal opportunity to receive and obtain exterally available information
that is released by the Group.

The Company always welcome shareholders’ views and input. Shareholders and
other stakeholders may at any time address their concerns to the Company by
mail to the Company's principal office in Hong Kong at Unit 3, |0/F, Bank of East
Asia Harbour View Centre, No. 56 Gloucester Road, Wanchai, Hong Kong, or
email to ir@lifehealthcare.com.

SHAREHOLDERS’ RIGHTS

Convening an extraordinary general meeting by shareholders

Pursuant to Article 58 of the Articles of Association, any one or more members
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 secretary of the Company, 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 (2) months after
the deposit of such requisition. If within twenty-one (21) days of such deposit
the Board fails to proceed to convene such meeting, the requisitionist(s) himself
(themselves) may do so in 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.
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Putting forward proposals at general meetings

A shareholder shall make a written requisition to the Board or the Company
Secretary at the Company's principal office in Hong Kong at Unit 3, 10/F, Bank of
East Asia Harbour View Centre, No. 56 Gloucester Road, Wanchai, Hong Kong,
specifying the shareholding information of the shareholder, his/her contact details
and the proposal he/she intends to put forward at general meeting regarding any

specified transaction/business and its supporting documents.

CONSTITUTIONAL DOCUMENTS
There has been no change to the Company's constitutional documents during
the year ended 31 March 2019.
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ABOUT THE REPORT

Life Healthcare Group Limited and its subsidiaries (collectively the “Group” or
“We") are pleased to publish the Environmental, Social and Governance (“ESG")
Report for the reporting period from | April 2018 to 31 March 2019 (the “Year”).
The ESG Report summarizes the Group's efforts and achievements in corporate
social responsibility and sustainable development. As for the information of
corporate governance, please refer to the Corporate Governance Report on
pages 53 to 68 of this annual report.

Scope of the Report

The ESG Report focuses on the environmental and social performance of the
Group's business in providing healthcare services in the People’s Republic of
China (the "PRC"). The disclosure of the key performance indicators (“KPlIs")
in the Year focuses on the research and development centre of the Group in
Economic-Technological Development Area in Yizhuang, Beijing of the PRC.
The ESG Report presents our sustainability approach and performance in
the environmental and social aspects of our business in the Year. The Group
will continue to strengthen information collection in order to enhance its
environmental performance and to further disclose relevant information on
sustainable development.

Reporting Framework
The ESG Report is prepared in accordance with the “Environmental, Social and
Governance Reporting Guide” under Appendix 27 to the Listing Rules.

Information and Feedbacks

For detailed information about environmental, social and corporate governance,
please refer to the official website (http://www.lifehealthcare.com) and the annual
report of the Group. Your opinions will be highly valued by the Group. If you have
any advice or suggestions, please contact us via email at in@lifeheatthcare.com.
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ESG Governance

The Group is fully aware of the important role of the Board of Directors (the
“Board”) in the formulation and implementation of its ESG strategies and policies.
To ensure the Group’s continual steps towards sustainable development, the
Board shoulders the primary responsibilities of assessing and controlling ESG
related risks, so that proper and effective ESG risk management measures and
internal control system can be established. The Board also delegates authority
to the management of functional departments, where relevant ESG policies are
formulated and executed.

Stakeholder Engagement

We have engaged our employees from different departments to help us
recognise our sustainability performance. The diligently collected and carefully
analyzed information was not only the Group's sustainable initiatives during the
Year, but also the basis for the Group to map out short-term and long-term
sustainability strategies.

Stakeholders' opinions are vital for the Group while adjusting its business
objectives and strategies as well as seizing opportunities. Therefore, the Group
strives to maintain a trustful and supporting relationship with its stakeholders
in order to understand their expectation and needs through effective

communication.
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Expectations and Needs
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Means of Communication and Response

BEAAREE

Government and Regulators

B REEHE

Shareholders

KRR

Business Partners

HRBH

Customers
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¢ Strict compliance with national policies,
laws and regulations

* Paying taxes in full and on time

« BRETERBR AEKER
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* Retums

»  Operation in compliance with laws

« WEE

. REEE

*  Operational integrity

* Equal rivalry

* Performance of contracts

*  Mutual benefits and win-win situations
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+ Outstanding products and services
* Health and safety

* Performance of contracts

*  Operational integrity

* Privacy protection
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Regular information reporting
Examinations and inspections
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Review and appraisal meetings
Business communications
Exchanges and discussions
Engagement and cooperation
LA, 2 4 N

wa RETh g &

E3) ¥

Customer service center and hotlines
Customer feedback survey
Customer communication meetings
Social media platforms

Calling for feedback
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Stakeholders

FHE

Expectations and Needs

HEREE

Means of Communication and Response

BEATARODE

Environment

Employees

Community and the Public
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* Energy saving and emission reduction
* Ecosystem protection
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* Promoting industry development
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* Protection of rights

*  Occupational health

* Remunerations and benefits
* Career development

e Humanity cares
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* Improvement of community environment
¢ Participation in charity

¢ Information transparency
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* Reporting
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*  Compliance with industry standards
¢ Participation in industry forums

* Exchange visits
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»  Employee communication meetings
» Corporate journal, intranet and email
+  One-to-one communication

¢ Training and workshops
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The Group will continue to increase the involvement of stakeholders so as to
collect their valuable and constructive opinions with a view to charting a course

for long-term prosperity.

PROTECTING THE ENVIRONMENT

Emissions

The Group is committed to minimising the environmental impact of its business
activities and has strictly complied with relevant laws and regulations, such as the
Regulations on the Administration of Medical Wastes (& /& & #1 & 12 1& 1))
and Measures for Medical Wastes Management of Medical and Health Institutions

(BRELRBEBRENEENE))

The wastes generated from our business operation are mainly medical wastes and
general wastes. Hazardous medical wastes, such as blood samples, are collected
separately to prevent contamination. They are disinfected before being put in
the sealed containers, and then delivered to an entity of concentrated disposal
of medical wastes for prompt treatment. Apart from hazardous medical wastes,
non-hazardous medical wastes and general wastes are collected and delivered to

the local environmental hygiene department for further handling.

Raw materials used in our daily operation are finished reagents instead of acid,
alkali or other chemical reagents, and the testing process does not involve
volatilization or evaporation of the raw materials. Therefore, generally there is no

exhaust gas emission in our operation.

Our major type of wastewater is domestic sewage, which is filttered in septic tanks
and then discharged to the municipal drainage system.
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Resources Conservation

The Group strives to create outstanding and effective management measures for
resources conservation, so as to minimise the environmental impact of our daily
operations.

As part of the environmental protection initiative, office areas are divided into
multiple lighting zones with independent switches whereas the temperature
of the air-conditioning system remains at a minimum of 26 degrees Celsius
in the summer. Employees are also required to switch off the lighting, air-
conditioning and other electronic appliances when not in use to reduce electricity
consumption. We have also installed energy-saving lighting fixtures, such as T5
fluorescent lamps and LED lighting to increase energy efficiency.

To conserve water, we reduce the water pressure to the lowest practical level
and use dual-flush toilets. Employees are reminded to turn off faucets tightly to
avoid water wastage. Also, we carry out regular checks on concealed piping and

fix dripping taps immediately to prevent water leakage.

In furtherance of our environmental commitment, we advocate concepts such as
paperless office to lower paper consumption, and we also aim to further diminish
greenhouse gas emissions. We promote the use of electronic systems, such as
appointment booking application for healthcare services and communication via
electronic means to reduce paper use. To reinforce our resources conservation
measures, we have expanded our office administration system (OA System) in
the Year. We also encourage employees to use both sides of papers and double-

sided photocopying whenever possible.

In order to minimise waste disposal, non-reusable paper without confidential
information is collected and sent to recycling companies for further handling.
Employees are encouraged to avoid the use of disposable products, for example,
to drink water from water carboy instead of drinking bottled water, especially
during group meetings and trainings.
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In addition, we are devoted to reducing greenhouse gas emissions. Employees
are also encouraged to use video and teleconferencing to substitute unnecessary
business trips and to take direct flights for unavoidable business trips. Compared
to the previous year, the implementation of such measures has reduced nearly
60% of personnel going on business trips during the Year, drastically reducing
greenhouse gas emissions generated by business trips. In view of the increasing
accessibility to Yizhuang office via public transportation, the Group has cancelled
shuttle bus services to the office, and replaced it with increased transportation
subsidies during the Year. The Group aims to encourage employees to commute
through means such as public transportation and shared bicycles, in an attempt to
reduce fuel and energy consumption. Besides, the office site selection process of
the Group is governed by principles that prioritize accessibility to public transport,
particularly subway services, so as to achieve our goal of emission reduction.

CARING FOR EMPLOYEES

Employment Policies and Welfare

In its ongoing pursuit of the aim of “Taking People as the Foremost”, the Group
strictly abides by the requirements stipulated in the relevant employment laws
and regulations regarding compensation, benefits and dismissal, such as the
Labour Law of the PRC (¥ # A K £ M B 25 8) %)) and Labour Contract
Law of the PRC ({FE AR X MBI B E) & [ %)),

As an equal opportunity employer, all job applicants with relevant professional
qualifications and working experience receive equal consideration for
employment, regardless of nationality, gender, age, race, religion or disability.
After the job applicants accept our offers, identification checks are performed
to ensure no child labour is employed. To prevent forced labour, employees'
employment period, working hours, leave and job position are clearly stated in
the employment contract. The working hours of employees are set in accordance
with the relevant laws and regulations relating to working hours, so as to provide
employees with sufficient rest. The Group has strictly complied with national and
regional regulations in terms of statutory holidays that employees are entitled
to different types of leaves, including annual leave, wedding leave, funeral leave,
maternity leave, paternity leave and so on. In addition, certain special leaves are
created to motivate employees, for example, employees can apply for additional
annual leaves according to their working years in the Group.
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Furthermore, the Group provides competitive remuneration package to
employees and conducts annual remuneration reviews based on prevailing
market standards and their working performance. Employees with outstanding
performance in the appraisals will also be given promotion opportunities. In
compliance with the Social Insurance Law of the PRC ({# 2 A & 2 M Bl 4
2Rk 7%)) and Regulations on Management of Housing Provident Fund ({{
B REEEEBA), we pay “Five Social Insurances and One Housing Fund”
for employees, including basic endowment insurance, basic medical insurance,
unemployment insurance, employment injury insurance, maternity insurance and
Housing Provident Fund. Upon receipt of resignation letter from employees, exit
interview will be arranged to understand their reasons of resignation and payment
of the outstanding wages will be made in a timely manner as required by relevant
laws.

To promote the concept of work-life balance to employees, we organise leisure
activities for our employees from time to time. In the Year, we have organised
birthday parties and team building activities with festive gifts given out to foster
positive workplace relationships as well as employees’ sense of belongings

towards the Group.

Health and Safety

The Group attaches great importance to the protection of the health and safety
of our employees and strictly complies with the laws and regulations in relation to
labour protection, such as the Law of the PRC on the Prevention and Control of

Occupational Diseases ({1 2 A R BB 2 8 P75 7%)).

To ensure the safety of employees, they are required to undergo regular physical
examination and attend occupational health and safety trainings to better
understand the health and safety practices of the Group. In view of the potential
exposure to hazards in workplace, employees, especially laboratory technicians,
are provided with necessary personal protection equipment, including safety
gloves, masks and protection suits. Protection suits and other equipment, such
as biosafety cabinets, are regularly cleaned and disinfected to maintain employee
cleanliness and workplace hygiene. Also, hazard signs are placed prominently
in the entrances and exits of the laboratory. Eating, drinking or smoking is not
allowed in the laboratory. In order to safeguard the health of employees and
safety of properties, accident handling procedures have been set up in case of

emergencies.
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Training and Development

To facilitate new employees' adaptation to the job, orientation training is
provided to new employees and a mentor is assigned to help them get familiar
with the Group's practice. Moreover, various trainings designed in accordance
with the needs of different departments are offered to enrich our employees’
knowledge and professional skills. For new laboratory technicians, two types of
specialty trainings are provided, namely theoretical training and practical training.
Theoretical training introduces the working procedures and principles of genetic
testing in laboratory, while practical training focuses on the demonstration of
genetic testing. Those employees are required to attend an examination after
the completion of each type of specialty training, to ensure they understand the
knowledge and professional skills taught in the trainings.

Regular theoretical trainings are provided for the on-the-job laboratory
technicians, so as to enhance their knowledge and quality. Speakers in charge
of the trainings are from a variety of departments, such as research and
development, pathology, quality control and quality assurance, and will prepare
for different topics during the regular theoretical trainings. On-the-job laboratory
technicians can join different trainings according to their interests and needs.
Course evaluation is conducted after training to assess the teaching quality;

outstanding speakers will be given cash rewards as an encouragement.

OPERATING PRACTICES

Supply Chain Management

To minimise the impact of supply chain to our services, the Group selects
suppliers based on stringent criteria, such as product quality, reputation and
delivery time. Upon the arrival of the delivery, we undergo examinations to make
sure the purchased equipment meets our requirements. After the examination
of the newly arrived equipment, we establish equipment files which include
the labels of equipment, information of suppliers and specification provided by
suppliers. If the equipment fails to meet our requirements, replacement or retum

will be arranged to guarantee our service quality.
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Quality Assurance

With healthcare service being the core part of our business, the Group complies
with relevant laws and regulations, such as the Measures for Medical Organization
Administration ({ & & # 1% & 12 & 1l )) issued by the State Council of the
PRC and Detailed Rules for Medical Organization Administration Regulations
(BERBEIZGIEEAA])) issued by the National Health and Family
Planning Commission of the PRC.

To protect the samples in the laboratory from contamination, we have devised
procedures for operations in the laboratory. We also require laboratory
technicians to wear different colours of protection suits and to regularly clean and
disinfect the laboratory equipment, in order to maintain workplace hygiene and

prevent the cross-contamination of the samples.

Apart from the hygiene control in the laboratory, the Group also understands
the importance of accurate testing results. Thus, we have developed policies in
relation to the management and maintenance of laboratory equipment, especially
the calibration of laboratory equipment. Our equipment is calibrated externally
by state qualified unit and internally when necessary to ensure its accuracy.
Qualified personnel are assigned for different equipment for daily management
and maintenance, to make sure the equipment that we are using are in good
condition. Damaged equipment will not be used until they are repaired by the

suppliers.
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Major Achievements

Dedicating our efforts to providing high quality healthcare services has always
been the key to our great success in the industry; while our hard work in research
and development is the reason that our business can continue to thrive. During
the Year, the Group has acquire a patent on a newly developed cell isolation
device, which enables a more easy-to-operate, faster, and more cost effective

way for cell isolation.

In addition, our high quality laboratories have also gained international recognition
on different aspects of genetic testing. During the Year, the Group’s laboratories
have passed the external quality assessment for ovarian cancer (v germline) and
ovarian cancer (v somatic) by the European Molecular Genetics Quality Network
("EMQN")', as well as the proficiency testing for cell-free DNA by the College
of American Pathologists (“CAP")% The Group is also a council member in the
Beijing Research Society for Precise Pathological Diagnosis of Neoplasm and has
received the Certificate of High and New Technology Enterprise ({75 #T £ 1l 1
% FEE)) during the Year.

Clients’ Information Protection

For privacy protection, informed consent is obtained from clients to assure
that all information is held in strict confidentiality. Clients are also informed
that the testing results may be used for future research without disclosure
of their personal information and they have the rights to withdraw from the
genetic testing procedure. New employees are also required to enter into a
confidentiality agreement to prevent leakage of confidential information.

EMQN is a non-profit organization promoting quality in genetic testing by providing external
quality assessment services worldwide. External quality assessment conducted by EMQN is
also one of the top levels of certification standards for molecular genetics clinical laboratories

globally.

2 CAP is the world's largest organization composed of pathologists certified by the American

Board of Pathology, and is widely considered the leader in laboratory quality assurance.
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Respect for Intellectual Property Rights

To respect the intellectual property rights, the Group is in strict compliance with
the relevant laws and regulations, such as the Copyright Law of the PRC ({ #
= AR HEAMEZEER L)) and Regulations for the Protection of Computer
Software (5T & # & {F {R & & ] )). Our software developed for genetic
testing obtained the Certificate of the Registration of Computer Software (&t
EROMTEERETES))

Anti-corruption

The Group endeavours to uphold the integrity in its business operation and
complies with the laws and regulations regarding anti-corruption, such as the
Criminal Law of the PRC ({1 # A & $£ A B i /% )). We have adopted the
whistle-blowing policy, which provides a reporting channel for employees to
disclose any suspected bribery, corruption or other unlawful acts at a meeting or
in a written report. Upon receipt of a report, we will handle the case by carrying
out inspection and taking preventive measures.

CONTRIBUTING THE COMMUNITY

The Group is committed to community services in its business operation. As
a provider of healthcare services, we strive to promote the application of the
genetic testing in clinical medicine and related healthcare service, and to further
raise the awareness of public health. We also invite voluntary patients to join our
research projects. Patients’ participation not only contributes to the advancement
of medicine, but also allows them to better understand their conditions.

During the Year, we joined hands with the Chinese Society of Clinical Oncology to
launch an “Umbrella Project”, aiming to promote precision treatment of refractory
tumour in the PRC with the aid of a massive refractory tumour gene data bank. With
the aim of establishing a big data system for patients with prostate disease in the PRC,
we held a * 10000 Prostate Cancers * 1000 Umbrella Projects *
of Urinary System Tumours Conference * Haihe Forum®” (“/& 1 &%

RIBREREERE

molecular targeted therapy drugs, for patients with terminal stages refractory urinary

Precision Medicine
RIBZ [EBRT

") in the Year and provided treatment solutions, such as

system tumours. In the future, we will continue our effort in promoting and applying
our profession in genetic testing in clinical medicine and related healthcare services.

*  Foridentification purpose only.
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B HEREARS

KEY PERFORMANCE INDICATORS BREENIEE
The data of KPIs* for the headquarters of the Group are as follows: RNEBBEN 7 AREVIEZEBENT
2019 2018
Environmental Indicators RERE —E-NF —N\%F
Greenhouse Gases BRERE
Total greenhouse gas emissions (tonnes COse) BERBHMAE(M _A(REE) 640
Greenhouse gas emissions per staff BUEIMERAERE
(tonnes CO,e/staff) (W-_afREE/8T1) 577
Wastes BEY
Total hazardous wastes produced (tonnes) EEEENESRS () 4
Hazardous wastes generated per staff BUEBIMELEREEEY
(tonnes/staff) (,/81) 004
Total non-hazardous wastes produced (tonnes) BEERZEYELEE () 5
Non-hazardous wastes generated per staff BNEBIRMELBREEEY
(tonnes/staff) (W,/8I) 004
Use of Resources ﬁfﬁﬁﬁﬁ
Total energy consumption (MWh) REFEE QL) 942
Electricity purchased for consumption (MWh) ,ﬁ\% BEERZENOKRE) 481
Heating purchased for consumption (MWh) BREERREIEROCRE) 46
Energy consumption per staff (MWh/staff) BUBIREEECKRE /BT 8.49
Total water consumption® (m?) Fx@ES (LA K) 966
Water consumption per staff (m?/staff) BUBIRKE(LHK/BI) 8.70

* Part of the data in the Year is collected by estimation.

5

The increase of water consumption is due to the development of the healthcare services
business and two incidents of water mains burst during the Year. Repair and maintenance work

have been done to prevent similar incidents from occurring in the future.
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ZHONGHUI

TO THE SHAREHOLDERS OF
LIFE HEALTHCARE GROUP LIMITED
(Incorporated in the Cayman Islands with limited liability)

QUALIFIED OPINION

We have audited the consolidated financial statements of Life Healthcare Group
Limited (the “Company”) and its subsidiaries (collectively referred to as the
“Group”) set out on pages 88 to 179, which comprise the consolidated statement
of financial position as at 31 March 2019, and the consolidated statement of profit
or loss and other comprehensive income, consolidated statement of changes in
equity and 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, except for the possible effects of the matters described in the
Basis for Qualified Opinion section of our report, the consolidated financial
statements give a true and fair view of the consolidated financial position of the
Group as at 31 March 2019, 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 (the “HKICPA") and have been properly prepared
in compliance with the disclosure requirements of the Hong Kong Companies
Ordinance.
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BASIS FOR QUALIFIED OPINION

Interest in an associate

We have not yet obtained sufficient and appropriate audit evidence to
satisfy ourselves as to (i) the carrying amounts and the recoverability
of the interest in an associate of approximately HK$35,783,000 and
HK$63,142,000 as at 31 March 2019 and 2018, respectively; (ii)
whether the share of loss of interest in that associate of approximately
HK$8,597,000 and HK$10,072,000 were properly recorded for the years
ended 31 March 2019 and 2018, respectively; (i) whether the share of
foreign currency translation reserve of that associate of approximately
HK$1,682,000 (Debit) and HK$5,844,000 (Credit) were properly recorded
for the years ended 31 March 2019 and 2018, respectively; (iv) whether
the balance of translation reserve of that associate of HK$2,095,000 (Credit)
and HK$3,777,000 (Credit) were properly recorded as at 31 March
2019 and 2018, respectively; (v) whether the impairment for interest in
that associate of HK$17,528,000 for the year ended 31 March 2019 was
properly recorded and whether this expense should be recorded in current
or prior year; (vi) the related disclosure of the interest in that associate
disclosed in note |7 to the consolidated financial statements, and; (vii)
whether the valuation of the purchase price allocation of that associate on
5 August 2016 was properly performed.

Prepayment

We have not vet obtained sufficient and appropriate audit evidence to
satisfy ourselves as to (i) the carrying amounts and the recoverability of
prepayment of approximately HK$ 17,979,000 and HK$20,074,000 as at 3|
March 2019 and 2018, respectively; and (i) whether the amortisation of
prepayment included in administrative and other expenses of approximately
HK$2,095,000 and HK$873,000 were properly recorded for the years
ended 3| March 2019 and 2018, respectively.
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3. Investment at fair value through profit or loss

We have not yet obtained sufficient and appropriate audit evidence to
satisfy ourselves as to (i) the carrying amount of investment at fair value
through profit or loss of approximately HK$NIl as at 31 March 2019; (ii)
the carrying amount and the recoverability of available-for-sale investment
of approximately HK$20,862,000 as at 3| March 2018; (iii) whether
the impairment loss for investment at fair value through profit or loss of
approximately HK$20,862,000 for the year ended 31 March 2019 should
be recognised in current or prior year; and (iv) whether the fair value
change of an available-for-sale investment of approximately HK$862,000
was properly recorded for the year ended 31 March 2018.

Any adjustments to the figures as described above might have a consequential
effect on the Group's financial performance and cash flows for the years ended
31 March 2019 and 2018 and the financial positions of the Group as at 31 March
2019 and 2018, and the related disclosures thereof in the consolidated financial
statements.

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 Auditor’'s Responsibilities for the Audit of the
Consolidated Financial Statements section of our report. We are independent
of the Group in accordance with the HKICPA's Code of Ethics for Professional
Accountants (the “Code”), and we have fulfilled our other ethical responsibilities
in accordance with the Code. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our qualified opinion.
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KEY AUDIT MATTERS

Key audit matter is a matter that, in our professional judgement, was of most
significance in our audit of the consolidated financial statements of the current
period. This matter was 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 this matter. In addition to the matters
described in the Basis for Qualified Opinion section, we have determined the
matter described below to be the key audit matter to be communicated in our

report.

Loan receivables and loan interest receivables

Refer to Note 22 to the consolidated financial statements.

The Group tested the loan receivables and loan interest receivables for
impairment. This impairment test is significant to our audit because the aggregate
balance of loan receivables and loan interest receivables of approximately
HK$201,395,000 as at 31 March 2019 is material to the consolidated financial
statements. In addition, the Group's impairment test involves application of
judgement and is based on assumptions and estimates.

Our audit procedures included, among others:

— Assessing the Group’s procedures on granting credit limits and credit

periods to borrowers;

—  Assessing the Group's relationship and transaction history with borrowers;

—  Evaluating the Group’s impairment assessment;

—  Assessing the aging of the debts;

—  Checking subsequent settlements from borrowers;
—  Assessing the value of collateral for the debts;

—  Assessing the credit worthiness of borrowers; and

— Assessing the disclosure of the Group’s exposure to credit risk in the
consolidated financial statements.
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We consider that the Group’s impairment test for loan receivables and loan
interest receivables is supported by the available evidence.

OTHER INFORMATION
The directors are responsible for the other information. The other information
comprises all the information in the Company’s annual report, but does not

include the consolidated financial statements and our auditor's report thereon.

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

In connection with our audit of the consolidated financial statements, our
responsibility is to read the other information and, in doing so, consider whether
the other information is materially inconsistent with the consolidated financial
statements or our knowledge obtained in the audit or otherwise appears to be

materially misstated.

If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact. As
described in the Basis for Qualified Opinion section above, we were unable
to obtain sufficient appropriate evidence about the interest in an associate,
prepayment and investment at fair value through profit or loss. Accordingly,
we are unable to conclude whether or not the other information is materially

misstated with respect to this matter.

RESPONSIBILITIES OF DIRECTORS 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 intemal control as the directors determine is necessary
to enable the preparation of consolidated financial statements that are free from

material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors are responsible
for assessing the Group’s ability to continue as a going concern, disclosing, as
applicable, matters related to going concem 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.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material misstatement,
whether due to fraud or error, and to issue an auditor's report that includes
our opinion. 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.

A further description of our responsibilities for the audit of the
consolidated financial statements is located at the HKICPA's website at:
http://www.hkicpa.org.hk/en/standards-and-regulations/standards/auditing-
assurance/auditre/

This description forms part of our auditor’s report.

ZHONGHUI ANDA CPA Limited
Certified Public Accountants

Sze Lin Tang

Audit Engagement Director

Practising Certificate Number P036 14
Hong Kong, 25 September 2019
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For the year ended 31 March 2019 HHE =T — N E=A=1+—HItFE

Notes
i &
Continuing operation REKCEER
Healthcare service revenue {2 57 PR 75 i &5
Loan interest income BERMEWA
Total revenue el 6
Cost of sales and services HE KRR
Gross profit EA
Other interest income Hb A2 HA
Other income and gains H U A R Mg 8
Selling and distribution expenses HERDHKAK
Share of result of associates NEBERRZER 17
Administrative and other expenses B REMRS
Loss before tax BRIIATE 1R
Income tax expense P15 5 9
Loss for the year from continuing operations SEKEER I NEEEIE 10
Discontinued operation BRIEER
Loss for the year from ERIEEBZAFEER

discontinued operations

Loss on disposal of a subsidiary

HE—ZXHBAR ZEE

Loss for the year

AERBR

88

2019
—E-NF
HK$000
TET

2018

—E-N\&F

HK$'000
TEL

47615
15,175
62,790

29311)

33479
6l
1,089
(46,782)
(10,587)
(70707)

(93.447)
(238)

(93.685)

(3.717)

(3,717)

(97,402)
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mEEE

For the year ended 31 March 2019 H{ = =

Notes

Pif &

Other comprehensive income/(loss):

[tems that may be reclassified subsequently
to profit or loss:

Exchange differences arising on translation of
foreign operations

Share of foreign currency translation reserve of
associates

Reclassification of translation reserve to profit or
loss upon disposal of a subsidiary/subsidiaries

Fair value change of an available-for-sale

investment

Htb2E WS (BE)

HEgeEsn EEBa AR ¢

BEBNRBHELELZH
DEBE R B 2N E BB R
HE—R/ZHMB AR

BN BAEREERS
AfHEREZAFEESD

Total comprehensive loss for the year AEELXEHEBRAER
Loss attributable to owners of the Company ~ AR G|HEH AEHER
— from continuing operations — RERBELEER
— from discontinued operations — REERLEER

Loss attributable to non-controlling interests
— from continuing operations
— from discontinued operations

ey ey iy g el
—RERBELERK
—REERLEEH

2019
—E-NF
HK$000

TET

&Eﬁﬂ%ﬁﬂ&é%

“NE=A=FT-RALEFE

2018

—N\F
HK$'000
TEL

7015

5844

862
13,721

(83681)

(90,525)

3717)

(94242)

(3,160)

(3,160)
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For the year ended 31 March 2019 E=—Z—NWEFE=A=+—HILFE

Notes

Pif &

Total comprehensive loss for the year RTATEREAFEZEFREE
attributable to:
Owners of the Company ZANNETE 2SN
Non-controlling interests FERER

LOSS PER SHARE — BASICAND DILUTED S REE — SRR #E (GEL)
(HK cents)

From continuing operations REFBLEED
From discontinued operations REEREER

From continuing and discontinued operations R B BREE K B R IFE7%

90

2019
—g-hE
HK$’000
FiE5

2018

—E-)N\F

HK$'000
TEL

(80,394)
(3287)

(83681

(1.79)
(0.08)

(1.87)
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Consolidated Statement of Financial Position
FRE MR R

Asat31March 2019 R —ZE—NE=A=+—H

2019 2018
“E-hE ZE-N\F
Notes HK$’000 HK$'000
BT 5 TERT FAT
Non-current assets E(RBEE
Property, plant and equipment M BB RER 15 22,822
Intangible assets BVEE 16 6,444
Interest in associates A RN X |7 67,626
Equity investment at fair value through BRHEMZERSEATE
other comprehensive income SR 2 RAKRE 18 -
Prepayment A FRIB 19 17979
| 14,871
Current assets RBEE
Investment at fair value through profit or loss/  EBERZAFLEIIERZ
available-for-sale investment BE /A ERE 20 20,862
Inventories rE 21 7264
Loan receivables W & 3% 22 190,655
Loan interest receivables fEWE A B 22 8,353
Trade and other receivables FEW B 5 R E i fE U T I8 23 17860
Bank balances and cash RTEBRNIRE 24 29,635
274629
Assets directly associated with RIELNEZHES
disposal group held for sale HEHBZEE I 30,923
305,552
Current liabilities REEE
Trade and other payables FENE S R E A fE N F e 25 22,247
Contract liabilities BHAEE 26 -
Tax payable ERNTE 278
22,525
Liabilities directly associated with disposal BEHEZHES
group held for sale EEREBCEE H 57
22,582
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Asat31March 2019 R=ZE—AF=FA=1+—H

2019 2018
—E-hE —T-N\F
Notes HK$’000 HK$'000
i & TER TET
Net current assets RBEEFE 282970
Net assets EESHE 397,841
Capital and reserves R A K it 45
Share capital R 7~ 27 52,586
Reserves e 28 346,221
Equity attributable to owners AAREBEAEGRESR
of the Company 398,807
Non-controlling interests RS (966)
Total equity ey k] 397,841

The consolidated financial statements on pages 88 to |79 were approved and
authorised for issue by the board of directors on 25 September 2019 and are
signed on its behalf by:

EREIVELGEVBERECEES
ER_E-AFAB-ZTHBEHERE
BRI TRTIALTREESR:

Hua Yunbo
=R
Executive Director

HITEF
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Shan Hua
LK

Executive Director
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Attributable to owners of the Company

ENEREREEHRAS
2019 F FEME

Consolidated Statement of Changes in Equity

RERESHX

For the year ended 31 March 2019 E=—Z—NWEFE=A=+—HILFE

ENAEEARRE
Share Non-
Share Translation Other  Revaluation option Accumulated controlling
capital reserve reserve reserve losses  Sub-total interest Total
BRE 2R
BA BERE EfffifE fE  RHEE it B &t
HK$'000 HK$'000 HK$000  HK$'000  HK$000  HK$000  HK$000  HK$'000
THR TER TEn TEn THEn TRz FEx T
At | April 2017 RZE-—t5MA-H 47806 8373) - — (l014169) 374680 35 37507
Total comprehensive loss for rEE2EFRAE
the year - 12986 862 - (9424)  (803%4) (3267)  (8368l)
Acquisition of a subsidiary WBE-FHEAR - - - = = = 1926 1926
Issue of shares on placing REERBIRA 4780 - - - - 86040 - 86040
Transaction costs attributable to Rk ZRARE
issue of shares = = = = = (2466) = (2466)
Share option granted REERE - - - 20947 - 20947 - 20947
At 31 March 2018 RZE-NF=A=1-H 52,586 4613 862 20947 (1,108411) 398807 (966) 397841

At | April 2018

Effect of changes in accounting policies
(note 2)

RZZ2-\EMA-H

SHHRED HE (W)

At | January 2018, as restated
Total comprehensive loss for the year
Exercise of share option

Disposal of subsidiaries

RZZ-\E-f-H £BJ

AEREEERAE
TiRRE
HENBAR

At 31 March 2019

RZB-NEZA=1-H

Notes:

(@)  The contributed surplus represents the difference between nominal value of the shares of
subsidiaries acquired by the Company and the nominal value of the shares of the Company

issued for the acquisition pursuant to the reorganisation in April 2002.

(b)  The other reserve represents the transfer from share options reserve upon exercise of share

options.

i

@ BABBEARAMKEHBRAKRNEE
EARNARBER ST _FMAZEEET
WERETRNEEIZR

b) HttFEREBEREECESERBRERR

B -
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AERETMEBR

For the year ended 31 March 2019 HHE =T — N E=A=1+—HItFE

2019 2018
—E-NE ZET-N\F
HK$’000 HK$'000
TR FET
Cash flows from operating activities RETHBHERE
Loss before tax BB AIE R
— Continuing operations —REREER (93:447)
— Discontinued operation —BRIEER 3717)
Adjustments for: SETFIEE fEHFE -
Exchange gain, net B 54, s %5 % 58 (36)
Depreciation of property, plant and ME BERRBINE
equipment 6,677
Share of result of associates AEMEDR KB 10,587
Bank interest income |ITHERA (1,002)
(Gain)/loss on disposal of property, plantand ~ HEWE MERREZ
equipment (ez)/ B8 152
Impairment of investment at fair value BRERRATEIEZRE
through profit or loss RE -
Impairment of trade receivables EWE 5 FERE -
Impairment of interest in associates REE R B ESRE -
Gain on disposal of subsidiaries HEMB R Az Ka -
Operating cash flows before movements CEECRPA RETERE
in working capital (80,786)
Change in inventories FEZE) (5,782)
Change in loan and loan interest receivables &Yt & 3 % JE I E HFI| 8 & (111,528)
Change in trade and other receivables M B 5 N H b e U 7R IR & 8 (3.089)
Change in in trade and other payables ERE S REMENTIES S 1,350
Change in contract liabilities EHEEEY -
Cash used in operations EEMARS (199,835)
Income tax refund/(paid) FIRBER/(ENFAER) (24)
Net cash used in operating activities ReZHMARERE (199,859)
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For the year ended 31 March 2019 E=—Z—NWEFE=A=+—HILFE

2019 2018
ZE-hE —ET)N\F
HK$°000 HK$'000
TR TEL

Cash flows from investing activities

REEBHHFBRALRE

Purchase of available-for-sale investment BEAHREERE (20,000)
Purchase of property, plant and equipment BEMZE BELZE (12.641)
Acquisition of an associate L/¢- S N /NC] (4999)
Loan to an associate BT —KBELRZER (10,000)
Acquisition of a subsidiary WE—XHE LA (1,956)
Proceeds from disposal of property, plantand  HEWE - ME L&k E 215
equipment A 10
Bank interest received BHRITHE 6l
PRC loan interest received BB EHHE 941
Disposal of subsidiaries (net of cash and HEMRBAR(MNKRELERE
cash equivalents disposed of) EReEEN) -
Net cash generated from/(used in) investing ~REEE B/ (iR BELFE
activities (48.584)
Cash flows from financing activities METHRESHRERE
Issue of shares on placing REERETRN 86,040
Transaction costs attributable to issue BIIRMD 2R H AR
of shares (2466)
Issue of new shares BITHRN -
Net cash generated from financing activites B EEEFEBREFHE 83,574
Net decrease in cash and cash equivalents BeRBEZEBYRDLFE (164,869)
Cash and cash equivalents at the beginningof  REH 2R e REEZEY
the year 209,764
Effect of changes in foreign exchange rate IEEXEH s FE 4,105
Cash and cash equivalents at the end of RERZRERASEEY
the year 49,000
Analysis of cash and cash equivalents RERBREEEUIN
Bank and cash balances RITRF R 29,635
Bank and cash balances classified as held PEARBELHEZRITRRS
for sale e 19,365
49,000
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ﬁ%#&%@ﬁﬁ*}

“NE=ZA=FT-ALEFE

GENERAL INFORMATION

Life Healthcare Group Limited (the “Company”) is a company incorporated
in the Cayman Islands as an exempted company with limited liability under
Companies Law of the Cayman Islands on 12 March 2001 and its shares are
listed on the Main Board of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange™) on 29 April 2002. The address of the registered office
of the Company is Cricket Square, Hutchins Drive, P.O. Box 2681, Grand
Cayman KYI-1111, the Cayman Islands and the principal place of business
of the Company in Hong Kong is Unit 3, |0/F, Bank of East Asia Harbour
View Centre, No. 56 Gloucester Road, Wan Chai, Hong Kong,

The Company is an investment holding company. The Company and its
subsidiaries (the “Group™) are principally engaged in healthcare services
business, money lending business and securities trading and investments
business. The Group was also engaged in education products and related
services business which was discontinued in current year.

The functional currency of the Company and the subsidiaries incorporated
in Hong Kong is Hong Kong dollars (“HK$"). The functional currency of
the Group’s subsidiaries incorporated in the PRC is Renminbi (“RMB"). For
the convenience of the consolidated financial statements users, the results
and financial position of the Group are presented in HK$ as the Company's
shares are listed on the Stock Exchange.

—-REH
ENBERESEARAR(AR
ANAR-_ET—E£=A+-H#K
BRERERREZEREREH
ALz EREERAR  EK{H
F:;%:EEH‘+REE§
BHAXHMARDR (B M)
zﬁiﬁ AR A2 s e it
#it % Cricket Square, Hutchins Drive, P.O.
Box 2681, Grand Cayman KYI-I111, the
Cayman Islands * ﬁﬁ $ RAZBERE

E“¥M%w BAETEL
%ﬂ%ﬁﬁﬂ%é DI0E3E -

ARAB—FEREZRDA - AR
AIRARBAR(AREDEER
ZRERBEL BEEXBRES
BEEAREXH -AKRENTUEH
FERMMEBERBES HEZRHB
ERAFERLELE -

AARRRBBEMALHER
Rz ERBETL(ET]) - K
SERTPREEMKLMBRRZ
NEEEBARBTARE] - /A
RARBBRORBIA LT /7
BEAMBRRIERE ~&HE
ZFERERFBRRGAB T2 -
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For the year ended 31 March 2019 E—Z—NEFE=A=+—HILFE

APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL
REPORTING STANDARDS

In the current year, the Group has adopted all the new and revised Hong
Kong Financial Reporting Standards (“HKFRSs") issued by the Hong Kong
Institute of Certified Public Accountants (the “HKICPA”) that are relevant
to its operations and effective for its accounting year beginning on |
April 2018. HKFRSs comprise Hong Kong Financial Reporting Standards
("HKFRS"); Hong Kong Accounting Standards (“HKAS"); and Interpretations.
The adoption of these new and revised HKFRSs did not result in significant
changes to the Group's accounting policies, presentation of the Group's
financial statements and amounts reported for the current year and prior
years except as stated below.

A.  HKFRS 9 (2014) “Financial Instruments”

Available-for-sale investment are now classified as investment at fair

value through profit or loss.

HKFRS 9 (2014) has been applied and result in changes in the amounts
reported in the consolidated financial statements as follows:

ERFTIREBTERUBR
HEA

RAFEE AEECRABEES
AR EGMA)RM
AREEXBEEAHIBE TN
ENA-ARRZIEHFERERL
FIBMAI BB BEAM B REE
AUEEBBRSER]) - FRY
BHREENOREENBREER
(EEMBREED]) FEG
ER(RAEGH R RRE - R
XA S - SR AR A R R
CHRES O e R Rk DN
EERBAFREZAREEHIE
FEERBRR 2N TARME
REBPERBEREE -

A BAMBEREERFIR(ZF
—mE)MBIA]
AHLERERAKE N RREBR
BREREAFENRZRE -

BEEMBRELENEIR(-F
—mE)EEER  TEREE
BEBRAERESBLAUT

#eh

=<

As at

| April 2018

R-ZF-N\F

MA—H

HK$'000

FET
Decrease in available-for-sale investment At HERERD (20,862)
Increase in investment at fair value through profit or loss  FE BBz 1 A A 8k 2 1% & 1 0 20,862
Decrease in accumulated losses ZEEER D 862
Decrease in investment revaluation reserve HEEHFHERD (862)
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2.

98

APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL
REPORTING STANDARDS (Continued)
B. HKFRS I5 “Revenue from Contracts with Customers”

HKFRS 15 has been applied and result in changes in the amounts
reported in the consolidated financial statements as follows:

ERFTIREBTERUBR

HEA(#)

B. BERMBBMEERFISHKIR
BEFEAkE]
BEEMBRELENS SHRDE
R LEHEEHHRERM
EREBHAUTEE:

As at

| April 2018
RZZE—-)\F
mA—H
HK$'000
FET

Decrease in trade and other payables
Increase in contract liabilities

e B 5 & E & 5UER A 4,115
BHBEEM

(4,115)

The Group has not applied the new HKFRSs that have been issued but
are not yet effective. The application of these new HKFRSs will not have
material impact on the consolidated financial statements of the Group.

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared in accordance
with HKFRSs issued by the HKICPA. In addition, the consolidated financial
statements include applicable disclosures required by the Rules Governing
the Listing of Securities on the Stock Exchange and by the Hong Kong
Companies Ordinance.

These consolidated financial statements have been prepared under the
historical cost convention, as modified by the investments which are carried
at their fair values.

The preparation of consolidated financial statements in conformity with
HKFRSs requires the use of certain key assumptions and estimates. It
also requires the directors to exercise their judgements in the process of
applying the accounting policies. The areas involving critical judgements and
areas where assumptions and estimates are significant to these consolidated
financial statements, are disclosed in note 4.

REB W EREMDBMERRER
ZHEI A BRE LA - EA
SHAERMBERELANE I EH
AEBRARBRRENENED -

FREHEE
GEMBHRRDBRERFREGHMAD
ERMZBEEMBRELARE -
BEOh - HR B B RS R B TR B R AT
FEMRARBBRRKRIBRTE 2
BRRE -

B BB RER DRIEE LA AE fI
e WEIRNHENR 2 REER] -

AT BEMBRELAZEAS
MBBRARBEERR KMAEE
HEXRESZERAEFTRRBES
R B - P RERHE 2 88 &
HUEEAMBRRAEEAFEL
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ENEEREEEARAST
2019F FERE

Notes to the Consolidated Financial Statements

R SRR M A

For the year ended 31 March 2019 E—Z—NEFE=A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)
The significant accounting policies applied in the preparation of these
consolidated financial statements are set out below.

Consolidation

The consolidated financial statements include the financial statements of
the Company and its subsidiaries made up to 3| March. Subsidiaries are
entities over which the Group has control. The Group controls an entity
when it is exposed, or has rights, to variable retumns from its involvement
with the entity and has the ability to affect those returns through its power
over the entity. The Group has power over an entity when the Group has
existing rights that give it the current ability to direct the relevant activities, i.e.
activities that significantly affect the entity’s returns.

When assessing control, the Group considers its potential voting rights as
well as potential voting rights held by other parties, to determine whether it
has control. A potential voting right is considered only if the holder has the
practical ability to exercise that right.

Subsidiaries are consolidated from the date on which control is transferred
to the Group. They are de-consolidated from the date the control ceases.

The gain or loss on the disposal of a subsidiary that results in a loss
of control represents the difference between (i) the fair value of the
consideration of the sale plus the fair value of any investment retained
in that subsidiary and (i) the Company’s share of the net assets of that
subsidiary plus any remaining goodwill relating to that subsidiary and any
related accumulated translation reserve.

Intragroup transactions, balances and unrealised profits are eliminated.
Unrealised losses are also eliminated unless the transaction provides
evidence of an impairment of the asset transferred. Accounting policies of
subsidiaries have been changed where necessary to ensure consistency with
the policies adopted by the Group.

3.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Consolidation (Continued)

Non-controlling interests represent the equity in subsidiaries not
attributable, directly or indirectly, to the Company. Non-controlling
interests are presented in the consolidated statement of financial position
and consolidated statement of changes in equity within equity. Non-
controlling interests are presented in the consolidated statement of profit
or loss and other comprehensive income as an allocation of profit or loss
and total comprehensive income for the year between the non-controlling
shareholders and owners of the Company.

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

Changes in the Company's ownership interest in a subsidiary that do not
result in a loss of control are accounted for as equity transactions (i.e.
transactions with owners in their capacity as owners). The carrying amounts
of the controlling and non-controlling interests are adjusted to reflect the
changes in their relative interests in the subsidiary. Any difference between
the amount by which the non-controlling interests are adjusted and the fair
value of the consideration paid or received is recognised directly in equity

and attributed to the owners of the Company.

Associates

Associates are entities over which the Group has significant influence.
Significant influence is the power to participate in the financial and operating
policy decisions of an entity but is not control or joint control over those
policies. The existence and effect of potential voting rights that are currently
exercisable or convertible, including potential voting rights held by other
entities, are considered when assessing whether the Group has significant
influence. In assessing whether a potential voting right contributes to
significant influence, the holder’s intention and financial ability to exercise or

convert that right is not considered.
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For the year ended 31 March 2019 E—Z—NEFE=A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Associates (Continued)

Investment in an associate is accounted for in the consolidated financial
statements by the equity method and is initially recognised at cost.
Identifiable assets and liabilities of the associate in an acquisition are
measured at their fair values at the acquisition date. The excess of the
cost of acquisition over the Group's share of the net fair value of the
associate’s identifiable assets and liabilities is recorded as goodwill. The
goodwill is included in the carrying amount of the investment and is tested
for impairment together with the investment at the end of each reporting
period when there is objective evidence that the investment is impaired.
Any excess of the Group’s share of the net fair value of the identifiable
assets and liabilities over the cost of acquisition is recognised in consolidated

profit or loss.

The Group's share of an associate’s post-acquisition profits or losses is
recognised in consolidated profit or loss, and its share of the post-acquisition
movements in reserves is recognised in the consolidated reserves. The
cumulative post-acquisition movements are adjusted against the carrying
amount of the investment. When the Group's share of losses in an associate
equals or exceeds its interest in the associate, including any other unsecured
receivables, the Group does not recognise further losses, unless it has
incurred obligations or made payments on behalf of the associate. If the
associate subsequently reports profits, the Group resumes recognising its
share of those profits only after its share of the profits equals the share of
losses not recognised.

The gain or loss on the disposal of an associate that results in a loss of
significant influence represents the difference between (i) the fair value of
the consideration of the sale plus the fair value of any investment retained
in that associate and (i) the Group’s share of the net assets of that associate
plus any remaining goodwill relating to that associate and any related
accumulated translation reserve. If an investment in an associate becomes
an investment in a joint venture, the Group continues to apply the equity
method and does not remeasure the retained interest.

3.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Associates (Continued)

Unrealised profits on transactions between the Group and its associates
are eliminated to the extent of the Group's interests in the associates.
Unrealised losses are also eliminated unless the transaction provides
evidence of an impairment of the asset transferred. Accounting policies of
associates have been changed where necessary to ensure consistency with
the policies adopted by the Group.

Foreign currency translation

(a) Functional and presentation currency
ltems included in the financial statements of each of the Group's
entities are measured using the currency of the primary economic
environment in which the entity operates (the “functional currency”).
The consolidated financial statements are presented in HK$, which is

the Group's presentation currency.

(b) Transactions and balances in each entity’s financial statements
Transactions in foreign currencies are translated into the functional
currency on initial recognition using the exchange rates prevailing
on the transaction dates. Monetary assets and liabilities in foreign
currencies are translated at the exchange rates at the end of each
reporting period. Gains and losses resulting from this translation policy

are recognised in profit or loss.

(¢) Translation on consolidation
The results and financial position of all the group entities that have a
functional currency different from the Group'’s presentation currency

are translated into the Group's presentation currency as follows:

— Assets and liabilities for each statement of financial position
presented are translated at the closing rate at the date of that
statement of financial position;
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Foreign currency translation (Continued)
(c) Translation on consolidation (Continued)
— Income and expenses are translated at average exchange rates

(unless this average is not a reasonable approximation of the
cumulative effect of the rates prevailing on the transaction
dates, in which case income and expenses are translated at the
exchange rates on the transaction dates); and

— Al resulting exchange differences are recognised in the translation

reserve.

On consolidation, exchange differences arising from the translation of
the net investment in foreign entities and of borrowings are recognised
in the translation reserve. When a foreign operation is sold, such
exchange differences are recognised in profit or loss as part of the gain
or loss on disposal.

Goodwill and fair value adjustments arising on the acquisition of a
foreign entity are treated as assets and liabilities of the foreign entity
and translated at the closing rate.

Property, plant and equipment
Property, plant and equipment are stated at cost less accumulated
depreciation and impairment loss.

Subsequent costs are included in the asset's carrying amount or recognised
as a separate asset, as appropriate, only when it is probable that future
economic benefits associated with the item will flow to the Group and the
cost of the item can be measured reliably. All other repairs and maintenance

are recognised in profit or loss during the period in which they are incurred.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Property, plant and equipment (Continued)

Depreciation of property, plant and equipment is calculated at rates
sufficient to write off their costs less their residual values over the estimated
useful lives on a straight-line basis. The principal useful lives are as follows:

Leasehold improvements Over the shorter of

the term of lease or 7 years

Furniture fixtures and equipment 3-7 years

Motor vehicles 3-10 years

The residual values, useful lives and depreciation method are reviewed and

adjusted, if appropriate, at the end of each reporting period.

The gain or loss on disposal of property, plant and equipment is the
difference between the net sales proceeds and the carrying amount of the

relevant asset, and is recognised in profit or loss.

Leases
The Group as lessee

Operating leases

Leases that do not substantially transfer to the Group all the risks and
rewards of ownership of assets are accounted for as operating leases. Lease
payments (net of any incentives received from the lessor) are recognised as

an expense on a straight-line basis over the lease term.

The Group as lessor

Operating leases

Leases that do not substantially transfer to the lessees all the risks and
rewards of ownership of assets are accounted for as operating leases. Rental
income from operating leases is recognised on a straight-line basis over the

term of the relevant lease.
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For the year ended 31 March 2019 E—Z—NEFE=A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Research and development expenditure

Expenditure on research activities is recognised as an expense in the period
in which it is incurred. An internally generated intangible asset arising from
the Group's healthcare service development is recognised only if all of the
following conditions are met:

— An asset is created that can be identified (such as software and new

processes);

— It is probable that the asset created will generate future economic
benefits; and

—  The development cost of the asset can be measured reliably.

Internally generated intangible assets are stated at cost less accumulated
amortisation and impairment losses. Where no internally generated
intangible asset can be recognised, development expenditure is recognised
in profit or loss in the period in which it is incurred.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost
is determined using the weighted average method. The cost of finished
goods and work in progress comprises raw materials, direct labour and an
appropriate proportion of all production overhead expenditure, and where
appropriate, subcontracting charges. Net realisable value is the estimated
selling price in the ordinary course of business, less the estimated costs of
completion and the estimated costs necessary to make the sale.

Recognition and derecognition of financial instruments

Financial assets and financial liabilities are recognised in the statement of
financial position when the Group becomes a party to the contractual
provisions of the instruments.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Recognition and derecognition of financial instruments (Continued)
Financial assets are derecognised when the contractual rights to receive cash
flows from the assets expire; the Group transfers substantially all the risks
and rewards of ownership of the assets; or the Group neither transfers nor
retains substantially all the risks and rewards of ownership of the assets but
has not retained control on the assets. On derecognition of a financial asset,
the difference between the asset’s carrying amount and the sum of the
consideration received is recognised in profit or loss.

Financial liabilities are derecognised when the obligation specified in
the relevant contract is discharged, cancelled or expires. The difference
between the carrying amount of the financial liability derecognised and the
consideration paid is recognised in profit or loss.

Financial assets

Financial assets are recognised and derecognised on a trade date basis
where the purchase or sale of an asset is under a contract whose terms
require delivery of the asset within the timeframe established by the market
concerned, and are initially recognised at fair value, plus directly attributable
transaction costs except in the case of investments at fair value through
profit or loss. Transaction costs directly attributable to the acquisition of
investments at fair value through profit or loss are recognised immediately in

profit or loss.

Financial assets of the Group are classified under the following categories:

— Financial assets at amortised cost;

— Equity investments at fair value through other comprehensive income;
and

—  Investments at fair value through profit or loss.
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For the year ended 31 March 2019 E—Z—NEFE=A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial assets (Continued)

()

(i)

Financial assets at amortised cost
Financial assets (including trade and other receivables) are classified
under this category if they satisfy both of the following conditions:

— the assets are held within a business model whose objective is to

hold assets in order to collect contractual cash flows; and

— the contractual terms of the assets give rise on specified dates to
cash flows that are solely payments of principal and interest on
the principal amount outstanding.

They are subsequently measured at amortised cost using the effective
interest method less loss allowance for expected credit losses.

Equity investments at fair value through other comprehensive
income

On initial recognition, the Group can make an irrevocable election (on
an instrument-by-instrument basis) to designate investments in equity
instruments that are not held for trading as at fair value through other
comprehensive income.

Equity investments at fair value through other comprehensive income
are subsequently measured at fair value with gains and losses arising
from changes in fair values recognised in other comprehensive
income and accumulated in the equity investment revaluation reserve.
On derecognition of an investment, the cumulative gains or losses
previously accumulated in the equity investment revaluation reserve
are not reclassified to profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial assets (Continued)

(i)  Equity investments at fair value through other comprehensive
income (Continued)
Dividends on these investments are recognised in profit or loss, unless
the dividends clearly represent a recovery of part of the cost of the
investment.

(iii) Investment at fair value through profit or loss
Financial assets are classified under this category if they do not meet
the conditions to be measured at amortised cost and the conditions
of debt investment at fair value through other comprehensive income
unless the Group designates an equity investment that is not held for
trading as at fair value through other comprehensive income on initial

recognition.

Investment at fair value through profit or loss are subsequently
measured at fair value with any gains or losses arising from changes
in fair values recognised in profit or loss. The fair value gains or losses
recognised in profit or loss are net of any interest income and dividend
income. Interest income and dividend income are recognised in profit
or loss.

Loss allowances for expected credit losses

The Group recognises loss allowances for expected credit losses on financial
assets at amortised cost. Expected credit losses are the weighted average of
credit losses with the respective risks of a default occurring as the weights.

At the end of each reporting period, the Group measures the loss allowance
for a financial instrument at an amount equal to the expected credit losses
that result from all possible default events over the expected life of that
financial instrument (** lifetime expected credit losses ") for trade receivables,
or if the credit risk on that financial instrument has increased significantly

since initial recognition.
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For the year ended 31 March 2019 E—Z—NEFE=A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Loss allowances for expected credit losses (Continued)

If, at the end of the reporting period, the credit risk on a financial instrument
(other than trade receivables) has not increased significantly since initial
recognition, the Group measures the loss allowance for that financial
instrument at an amount equal to the portion of lifetime expected credit
losses that represents the expected credit losses that result from default
events on that financial instrument that are possible within 12 months after
the reporting period.

The amount of expected credit losses or reversal to adjust the loss
allowance at the end of the reporting period to the required amount is
recognised in profit or loss as an impairment gain or loss.

Cash and cash equivalents

For the purpose of the statement of cash flows, cash and cash equivalents
represent cash at bank and on hand, demand deposits with banks and
other financial institutions, and short-term highly liquid investments which
are readily convertible into known amounts of cash and subject to an
insignificant risk of change in value. Bank overdrafts which are repayable on
demand and form an integral part of the Group's cash management are also

included as a component of cash and cash equivalents.

Financial liabilities and equity instruments

Financial liabilities and equity instruments are classified according to the
substance of the contractual arrangements entered into and the definitions
of a financial liability and an equity instrument under HKFRSs. An equity
instrument is any contract that evidences a residual interest in the assets
of the Group after deducting all of its liabilities. The accounting policies
adopted for specific financial liabilities and equity instruments are set out
below.

Trade and other payables

Trade and other payables are initially recognised at fair value and
subsequently measured at amortised cost using the effective interest method
unless the effect of discounting would be immaterial, in which case they are
stated at cost.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Equity instruments

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

Revenue from contracts with customers

Revenue is measured based on the consideration specified in a contract
with a customer with reference to the customary business practices and
excludes amounts collected on behalf of third parties. For a contract where
the period between the payment by the customer and the transfer of the
promised product or service exceeds one year, the consideration is adjusted
for the effect of a significant financing component.

The Group recognises revenue when it satisfies a performance obligation
by transferring control over a product or service to a customer. Depending
on the terms of a contract and the laws that apply to that contract, a
performance obligation can be satisfied over time or at a point in time. A
performance obligation is satisfied over time if:

— the customer simultaneously receives and consumes the benefits
provided by the Group's performance;

— the Group's performance creates or enhances an asset that the
customer controls as the asset is created or enhanced; or

— the Group's performance does not create an asset with an alternative
use to the Group and the Group has an enforceable right to payment

for performance completed to date.

If a performance obligation is satisfied over time, revenue is recognised by
reference to the progress towards complete satisfaction of that performance
obligation. Otherwise, revenue is recognised at a point in time when the
customer obtains control of the product or service.
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For the year ended 31 March 2019 E—Z—NEFE=A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Other revenue

Interest income is recognised using the effective interest method.

Rental income is recognised on a straight-line basis over the lease term.

Employee benefits

@)

(b)

(©

Employee leave entitlements

Employee entitlements to annual leave and long service leave are
recognised when they accrue to employees. A provision is made
for the estimated liability for annual leave and long service leave as a
result of services rendered by employees up to the at the end of the
reporting period.

Employee entitlements to sick leave and maternity leave are not
recognised until the time of leave.

Pension obligations

The Group contributes to defined contribution retirement schemes
which are available to all employees. Contributions to the schemes
by the Group and employees are calculated as a percentage of
employees’ basic salaries. The retirement benefit scheme cost charged
in profit or loss represents contributions payable by the Group to the
funds.

Termination benefits

Termination benefits are recognised at the earlier of the dates when
the Group can no longer withdraw the offer of those benefits and
when the Group recognises restructuring costs and involves the
payment of termination benefits.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Share-based payments

The Group issues equity-settled share-based payments to certain directors,

employees and consultants.

Equity-settled share-based payments to directors and employees are
measured at the fair value (excluding the effect of non market-based vesting
conditions) of the equity instruments at the date of grant. The fair value
determined at the grant date of the equity-settled share-based payments
is expensed on a straight-line basis over the vesting period, based on the
Group's estimate of shares that will eventually vest and adjusted for the

effect of non market-based vesting conditions.

Equity-settled share-based payments to consultants are measured at the fair
value of the services rendered or if the fair value of the services rendered
cannot be reliably measured, at the fair value of the equity instruments
granted. The fair value is measured at the date the Group receives the

services and is recognised as an expense.

Taxation
Income tax represents the sum of the current tax and deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable
profit differs from profit recognised in profit or loss 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 or deductible. The
Group's liability for current tax is calculated using tax rates that have been

enacted or substantively enacted by the end of the reporting period.
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For the year ended 31 March 2019 E—Z—NEFE=A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Taxation (Continued)

Deferred tax is recognised on differences between the carrying amounts
of assets and liabilities in the consolidated financial statements and the
corresponding tax bases used in the computation of taxable profit. 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, unused tax losses or unused tax credits can be utilised. Such
assets and liabilities are not recognised if the temporary difference arises
from goodwill or from the initial recognition (other than in a business
combination) of other assets and liabilities in a transaction that affects
neither the taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences
arising on investments in subsidiaries and associates except where the
Group is able to control the reversal of the temporary difference and it is
probable that the temporary difference will not reverse in the foreseeable
future.

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 is realised, based on tax rates
that have been enacted or substantively enacted by the end of the reporting
period. Deferred tax is recognised in profit or loss, except when it relates
to items recognised in other comprehensive income or directly in equity,
in which case the deferred tax is also recognised in other comprehensive
income or directly in equity.
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For the year ended 31 March 2019 E=—Z—NWEFE=A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Taxation (Continued)

The measurement of deferred tax assets and liabilities reflects the tax
consequences that would follow from the manner in which the Group

expects, at the end of the reporting period, to recover or settle the carrying

amount of its assets and liabilities.

Deferred tax assets and liabilities are offset when there is a legally
enforceable right to set off current tax assets against current tax liabilities
and when they relate to income taxes levied by the same taxation authority
and the Group intends to settle its current tax assets and liabilities on a net

basis.

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

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

Group if that person:
(i) has control or joint control over the Group;

(i) has significant influence over the Group; or

(iif) is @ member of the key management personnel of the Company

or of a parent of the Company.

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

following conditions applies:

(i) The entity and the Company are members of the same group
(which means that each parent, subsidiary and fellow subsidiary is

related to the others).
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For the year ended 31 March 2019 E—Z—NEFE=A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Related parties (Continued)
(b) (Continued)
(i) One entity is an associate or joint venture of the other entity (or
an associate or joint venture of a member of a group of which
the other entity is a member).

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

(iv) One entity is a joint venture of a third entity and the other entity
is an associate of the third entity.

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

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

in (a).

(vii) A person identified in (2)(i) has significant influence over the
entity or is a member of the key management personnel of the
entity (or of a parent of the entity).

(viii) The entity, or any member of a group of which it is a part,
provides key management personnel services to the Company or
to a parent of the Company.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Impairment of assets

At the end of each reporting period, the Group reviews the carrying
amounts of its tangible and intangible assets except investments, inventories
and receivables, to determine whether there is any indication that those
assets have suffered an impairment loss. If any such indication exists,
the recoverable amount of the asset is estimated in order to determine
the extent of any impairment loss. Where it is not possible to estimate
the recoverable amount of an individual asset, the Group estimates the
recoverable amount of the cash-generating unit to which the asset belongs.

Recoverable amount is the higher of fair value less costs of disposal and
value in use. In assessing value in use, the estimated future cash flows are
discounted to their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and the risks specific

to the asset.

If the recoverable amount of an asset or cash-generating unit is estimated to
be less than its carrying amount, the carrying amount of the asset or cash-
generating unit is reduced to its recoverable amount. An impairment loss is
recognised immediately in profit or loss, unless the relevant asset is carried
at a revalued amount, in which case the impairment loss is treated as a

revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of
the asset or cash-generating unit 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 (net of
amortisation or depreciation) had no impairment loss been recognised for
the asset or cash-generating unit in prior years. A reversal of an impairment
loss is recognised immediately in profit or loss, unless the relevant asset is

carried at a revalued amount, in which case the reversal of the impairment

loss is treated as a revaluation increase.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or amount when
the Group has a present legal or constructive obligation arising as a result
of a past event, it is probable that an outflow of economic benefits will be
required to settle the obligation and a reliable estimate can be made. Where
the time value of money is material, provisions are stated at the present
value of the expenditures expected to settle the obligation.

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

Non-current assets held for sale and discontinued operations

Non-current assets or disposal group are classified as held for sale if their
carrying amount will be recovered principally through a sale transaction
rather than through continuing use. This condition is regarded as met
only when the sale is highly probable and the assets or disposal group are
available for immediate sale in their present condition. The Group must be
committed to the sale, which should be expected to qualify for recognition

as a completed sale within one year from the date of classification.

Non-current assets or disposal group classified as held for sale are measured
at the lower of the assets' or disposal group’s previous carrying amount and
fair value less costs to sell.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Non-current assets held for sale and discontinued operations (Continued)

A discontinued operation is a component of the Group, 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 geographical
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.

Classification as a discontinued operation occurs upon disposal or when the
operation meets the criteria to be classified as held for sale in accordance
with HKFRS 5, if earlier. It also occurs when the operation is abandoned.

When an operation is classified as discontinued, a single amount is presented
in the statement of profit or loss and other comprehensive income, 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 assets or disposal group

constituting the discontinued operation.

Events after the reporting period

Events after the reporting period that provide additional information about
the Group’s position at the end of the reporting period or those that
indicate the going concern assumption is not appropriate are adjusting
events and are reflected in the consolidated financial statements. Events
after the reporting period that are not adjusting events are disclosed in the

notes to the consolidated financial statements when material.
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4. CRITICAL JUDGEMENTS AND KEY ESTIMATES
Critical judgements in applying accounting policies
In the process of applying the accounting policies, the directors have made
the following judgements that have the most significant effect on the

amounts recognised in the consolidated financial statements

(a) Control over a subsidiary
Notwithstanding the lack of equity ownership in M (1t ;) B & &}
1 A BR A ] (Life Healthcare (Beijing) Co., Ltd*) ("Life Healthcare”),
the Group is able to exercise control over Life Healthcare and its
subsidiaries (“Life Healthcare Group”) through a series of agreements
with all of its ultimate shareholders (the “Structural Agreements”).

The directors of the Company assessed whether or not the Group
has control over Life Healthcare based on whether the Group has
the practical ability to direct the relevant activities of Life Healthcare
unilaterally. In making their judgement, the directors of the Company
considered the Group's rights through the Structural Agreements, and
concluded that the Group has sufficiently dominant voting interest
to direct the relevant activities of Life Healthcare and therefore the

Group has control over Life Healthcare.
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CRITICAL JUDGEMENTS AND KEY ESTIMATES (Continued)

Key sources of estimation uncertainty

The key assumptions concerning the future, and other key sources of

estimation uncertainty at the end of the reporting period, that have a

significant risk of causing a material adjustment to the carrying amounts of

assets and liabilities within the next financial year, are discussed below.

@)

(b)

120

Property, plant and equipment and depreciation

The Group determines the estimated useful lives, residual values
and related depreciation charges for the Group's property, plant and
equipment. This estimate is based on the historical experience of the
actual useful lives and residual values of property, plant and equipment
of similar nature and functions. The Group will revise the depreciation
charge where useful lives and residual values are different to those
previously estimated, or it will write-off or write-down technically
obsolete or non-strategic assets that have been abandoned or sold.

Impairment loss of trade and other receivables

The Group makes impairment loss of trade and other receivables
based on assessments of the recoverability of the trade and other
receivables, including the current creditworthiness and the past
collection history of each debtor. Impairments arise where events
or changes in circumstances indicate that the balances may not be
collectible. The identification of bad and doubtful debts requires the
use of judgement and estimates. Where the actual result is different
from the original estimate, such difference will impact the carrying
value of the trade and other receivables and doubtful debt expenses in
the year in which such estimate has been changed.
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4. CRITICAL JUDGEMENTS AND KEY ESTIMATES (Continued)
Key sources of estimation uncertainty (Continued)

(©

(d

Impairment loss of loan receivables and loan interest receivables

When there is objective evidence of impairment loss of loan
receivables and loan interest receivables, the Group takes into
consideration the estimation of future cash flows of respective
loan receivables and loan interest receivables, including subsequent
settlement of loans and guarantee held. A considerable amount of
judgement is required in assessing the ultimate realisation of loan
receivables from these customers, if applicable, including the current
creditworthiness and the past collection history of each customer. The
amount of the impairment loss is measured as the difference between
the asset’s carrying amount and the present value of estimated future
cash flows (excluding future credit losses that have not been incurred)
discounted at the financial asset’s original effective interest rate (i.e.
the effective interest rate computed at initial recognition). Where the
actual future cash flows are less than expected, a material impairment
loss may arise.

Impairment loss of interests in an associate

Interest in an associate is reviewed for impairment whenever events
or changes in circumstances indicate that the carrying amount may not
be recoverable. Value-in-use calculations are used for assessing the
recoverable amount of these interests. These calculations require use
of judgements and estimates.
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4. CRITICAL JUDGEMENTS AND KEY ESTIMATES (Continued)
Key sources of estimation uncertainty (Continued)

(d) Impairment loss of interests in an associate (Continued)

Management judgement is required for assessing impairment
particularly in assessing: (i) whether an event has occurred that
may indicate that the related carrying value of interests may not be
recoverable; and (i) whether the carrying value of the interests can be
supported by the recoverable amount. Changing the estimations used
by management in assessing impairment could materially affect the
recoverable amount used in the impairment test and as a result affect
the Group's consolidated financial position and consolidated results of

operations.

(e) Allowance for slow-moving inventories

®

122

Allowance for slow-moving inventories is made based on the ageing
and estimated net realisable value of inventories. The assessment of
the allowance amount involves judgement and estimates. Where the
actual outcome in future is different from the original estimate, such
difference will impact the carrying value of inventories and allowance
charge/write-back in the period in which such estimate has been
changed.

Income taxes

The Group is subject to income taxes in several jurisdictions. Significant
estimates are required in determining the provision for income taxes.
There are many transactions and calculations for which the ultimate
tax determination is uncertain during the ordinary course of business.
Where the final tax outcome of these matters is different from the
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.
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FINANCIAL RISK MANAGEMENT
The Group’s activities expose it to a variety of financial risks: foreign currency

risk, 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.

(@)

Foreign currency risk

The Group has minimal exposure to foreign currency risk as most of its
business transactions, assets and liabilities are principally denominated
in the functional currencies of the Group's entities. 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.

Interest rate risk
The Group is exposed to fair value interest rate risk in relation to loan
receivables which carried at fixed rates.

The Group is exposed to cash flow interest rate risk in relation to
variable-rate bank balances.

The Group currently does not have interest rate hedging policy.
However, the management will consider hedging significant interest
rate exposure should the need arise.

In the opinion of the management of the Group, the expected change
in interest rate will not have significant impact on the interest income
on bank balances, hence sensitivity analysis is not presented.
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FINANCIAL RISK MANAGEMENT (Continued)

Credit risk

The carrying amount of the cash and bank balances, trade and other
receivables, loan receivables and loan interest receivables included in
the statement of financial position represents the Group's maximum
exposure to credit risk in relation to the Group's financial assets.

The Group has no significant concentrations of credit risk.

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

The Group considers whether there has been a significant increase
in credit risk of financial assets on an ongoing basis throughout
each reporting period by comparing the risk of a default occurring
as at the reporting date with the risk of default as at the date of
initial recognition. It considers available reasonable and supportive
forwarding-looking information. Especially the following information is
used:

— actual or expected significant adverse changes in business, financial
or economic conditions that are expected to cause a significant
change to the borrower's ability to meet its obligations;

— actual or expected significant changes in the operating results of
the borrower;

— significant increases in credit risk on other financial instruments of

the same borrower;

— significant changes in the value of the collateral or in the quality of

guarantees or credit enhancements; and

5.

BEERER®)
o EERRK

FBRAKRMEBRE KRBT
B TEUE 5 I H 4 e U ROA
BUERLERERNE 2K
HEEREEREMBEEM

HERAEERR -
AEEVEEAGERRET
B e

RekBOTEHNEERRSA
i FIE“%ﬂEEﬁI
FEIRBERTREEEN

BT

AEBLBHMBEEERREH
12 & IR B0 ) 98 e R
HMzEORR ANFREHBE

EZEERRAEAREREH
AEFEEEREE M K&

BNEEFEARRAREY
5 2 B HE R o £ 248 R 0L
TEH

— RHEHHERABRTE
EZRIERERNEF 2
%ﬁ% * Eﬁﬁkj@%{ﬁ/ﬂ‘#/ﬁz
ERIBHEANTE
BRARERECERL
RHEAREE

— RA-—ERAZEMHHT
AZiEERRAMEEM

— BEAREBEXERAEE
RABHECEZLRERX



ENEEREEEARAST
2019F FERE

Notes to the Consolidated Financial Statements

R SRR M A

For the year ended 31 March 2019 E—Z—NEFE=A=+—HILFE

5. FINANCIAL RISK MANAGEMENT (Continued)

(©

Credit risk (Continued)

— significant changes in the expected performance and behaviour
of the borrower, including changes in the payment status of
borrowers.

A significant increase in credit risk is presumed if a debtor is more
than 30 days past due in making a contractual payment. A default on
a financial asset is when the counterparty fails to make contractual
payments within 60 days of when they fall due.

Financial assets are written off when there is no reasonable expectation
of recovery, such as a debtor failing to engage in a repayment plan
with the Group. The Group normally categorises a loan or receivable
for write off when a debtor fails to make contractual payments greater
than 360 days past due. Where loans or receivables have been written
off, the Group, if practicable and economical, continues to engage in
enforcement activity to attempt to recover the receivable due.

The Group uses two categories for non-trade loan receivables which
reflect their credit risk and how the loan loss provision is determined
for each of the categories. In calculating the expected credit loss rates,
the Group considers historical loss rates for each category and adjusts
for forward looking data.
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Category Definition Loss provision

# 5l E& BERE

Performing Low risk of default and strong capacity |2 month expected losses
to pay

B4 ERE R E MBS N4 2B AEHER

Non-performing Significant increase in credit risk
E 4 FERRBER

Lifetime expected losses
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5. FINANCIAL RISK MANAGEMENT (Continued)

(d) Liquidity risk

5. MEREBERE
d RBESER

The Group's policy is to regularly monitor current and expected NEB ZHERTHERBH
liquidity requirements to ensure that it maintains sufficient reserves of LB EHESENR  UER

cash to meet its liquidity requirements in the short and longer term.

The maturity analysis of the Group's financial liabilities is as follows:

HERTHRFE  mm
E%ﬁﬁﬁ&ﬁ%ﬁZUlb@ﬁé—zﬁa’%>i °

AEBHBARAHE LN
LAlNE

Less than

| year
HR—%

At 31 March
2019
R=ZZ-NF
=A=+t-8
HK$’000
TERT

Trade and other payables

Less than

| year
bR—%

At 31 March
2018
RZT—N\F
=A=+—H
HK$'000
FET

Trade and other payables

e B 5 & E e FUE 18,132
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5. BERRBEER#)
) MBIEER

2019 2018
—E-NE —T-)N\F
HK$'000 HK$'000
FTHT FHL

Financial assets:
Investment at fair value through profit or

HBEE
FRERRATEIEZRE/

loss/available-for-sale investment EHERE 20,862
Financial assets at amortised cost BREHEKAGTELTBKEE

(including cash and cash equivalents) (BEAERAEEEN) 232,632
Financial liabilities: BBa%:
Financial liabilities at amortised cost REHEKATEZHHKEE 18,132

Fair values

0 ATE

The carrying amounts of the Group’s financial assets and financial
liabilities at amortised cost as reflected in the consolidated statement
of financial position approximate their respective fair values.

BEFBMAKRARREAEE
RBERAGHELHBEER
FHARCEEERERERA
FEME
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For the year ended 31 March 2019 E=—Z—NWEFE=A=+—HILFE

6. REVENUE
Revenue represents the amounts received and receivable for services
provided by the Group to outside customers during the year.

6.

1§
KEEARERAFRERIINRATR
RIS 2 B W R U SR -

2019 2018
—g-nE —T-N\4
HK$°000 HK$'000
FHL  TER

Continuing operations FELEEK
Revenue from contracts with customers KERP AL
— Healthcare services — R IRE

Loan interest income ERF B WA

47,615
15,175

62,790

Disaggregation of revenue from contracts with customers:

Geographical markets
For the years ended 3| March 2019 and 2018, all revenues from healthcare
services were recognised in PRC.

Timing of revenue recognition
For the years ended 31 March 2019 and 2018, all revenues from healthcare
services were recognised at a point in time.

Healthcare services

The service income is recognised when the services are rendered, the
amount for which can be reliably estimated and it is probable that the
income will be received.

A receivable is recognised when the services are rendered to the customers

as this is the point in time that the consideration is unconditional because
only the passage of time is required before the payment is due.
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For the year ended 31 March 2019 E—Z—NEFE=A=+—HILFE

SEGMENT INFORMATION

Information was reported to the executive directors of the Company,
being the chief operating decision maker (“CODM"), for the purposes of
resource allocation and assessment of segment performance focusing on
services delivered or provided. This is also the basis upon which the Group

is organised.

The Group's operating and reportable segments has been modified as three,
namely (i) healthcare services business, (ii) money lending business and (ii)
securities trading and investments business and others.

The accounting policies of the operating segments are the same as the
Group’s accounting policies described in note 3. Segment loss represents
the loss of each segment without allocation of interest income, other
income and gains, share of result of associates and central administration
costs. This is the measure reported to the Group's CODM for the purposes
of resource allocation and performance assessment.

For the purposes of monitoring segment performances and allocating
resources among segments, all assets and liabilities are allocated to operating
segments on the basis of the revenue earned by individual reportable
segment. Segment assets exclude interest in associates, equity investment at
fair value through other comprehensive income, prepayment, investment at
fair value through profit or loss/available-for-sale investment, assets classified
as held for sale and unallocated corporate assets while segment liabilities
exclude tax payable, liabilities associated with assets classified as held for sale
and unallocated corporate liabilities. This is the measure reported to the
CODM for the purpose of resource allocation and performance assessment.

7 HER
AARAATEZ(HEEZERR
E(XBEERRE]))BENED
EEREFEDBRECEHET
RN IR 2R TAES
AEERKEZEE-

AREEITA-ARERTERS
HoBORERBES (WEEF
B R (i %5 B B HIR & # H0A RHA

D82 &5 IR B3R
ZASEEFTBRER - 2 HEE
BERDEMBEWA - Al AR YK
HONEMERFZEEARPR
TBRAZE D HEE -tk TRAK
CEIRLERREZRUDER
BREFERRZATERE -

REENHRAREN B 2RI
BR FEEENRAEHZMER
ERDHBARBREREENEKE
Ranwe- nWEETBRENE
ARz BBEMEANRER
REEIRBARE  BAFRR
FERBERERTEINEZRE A
HEERE DBRARKIELEZE
ERANERRIEE MoBERE
TERENBRE  EHERFKEL
EXEERBIABRADEAH
BE-HWTRAEIELEERRERZR
AR BRERRFMERRZGTERE -
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For the year ended 31 March 2019 HHE =T — N E=A=1+—HItFE

7.  SEGMENT INFORMATION (Continued) 7. DHERE)
Segment revenue and results b Y E S
For the year ended 31 March 2019 BE-—F—NE=ZA=+—HIF
E
Continuing operations I AR K
Securities
trading and
Healthcare Money investments
services lending  business and
business business others Total
ErHEER
43 RERK
RExE HBEXE ARHEM At

HK$'000 HK$°000 HK$'000 HK$'000
TR TR TR TR

Revenue g

Segment (loss)/profit DE (&), 8 H
Interest revenue il 8 Wz

Other income and gains Hiw e A R iz
Share of result of associates DIEB B AR 2 £
Unallocated expenses AoExH

Loss before tax BRI AIE B
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For the year ended 31 March 2019 E—Z—NEFE=A=+—HILFE

SEGMENT INFORMATION (Continued) 7. »BER®
Segment revenue and results (Continued) pali] qﬂl @ & RE#)
For the year ended 31 March 2018 BE_FT-N\F=ZA=+—HIF
E
Continuing operations HELEE
Securities
trading and
Healthcare Money investments
services lending  business and
business business others Total
ErBEEA
453 REXR®
RBEX®B REXE  ARHEM st
HK$'000 HK$'000 HK$'000 HK$'000
TET TEL THET TET
Revenue W 47615 15,175 - 62,790
Segment (loss)/profit DE(EE), 8 H (76,080) 4,188 (1,407) (73299)
Interest revenue M2 M 6l
Other income and gains H A A R & 1,089
Share of result of associates DIEHE DR ZFE (10587)
Unallocated expenses KPR (10711)
Loss before tax BB RIER (93447)
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7.  SEGMENT INFORMATION (Continued) 7. DHERE)
Segment assets and liabilities STREENER
As at 31 March 2019 R-E-—HNE=H=+—H
Securities
trading and
Healthcare Money investments
services lending  business and
business business others Total
ErHEER
RER® RERHK
X% BEEK  ARHEM st

HK$'000 HK$°000 HK$'000 HK$'000
TR TR TR TR

Segment assets DHEE

Interest in associates REE DRI Z R

Equity investments at fair value EREMERRRRATE
through other comprehensive SRz A Z E
income

Prepayment BN HE

Unallocated corporate assets AORGEEE

Consolidated total assets GeaBERE

Segment liabilities PHER

Tax payable RT3

Unallocated corporate liabilities AORCEERE

Consolidated total liabilities ReARRE
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For the year ended 31 March 2019 E—Z—NEFE=A=+—HILFE

7. DHER
PTHEERERE)
R-ZE-NNF=A=+—H

Securities

trading and

Healthcare Money investments

services lending  business and
business business others Total

& Bz AR 7% REXK
%  BEER  URkHEM Bt
HK$'000 HK$'000 HK$'000 HK$'000
TET THT TET TET
Segment assets NEEE 58,766 199,155 193 258,114
Interest in associates N EUNCIPA 32 67,626
Prepayment B FOE 20,074
Available-for-sale investment AELERE 20,862

Assets directly associated with BELEZHESEER
disposal group held for sale HEZEE 30923
Unallocated corporate assets AOROEEE 22,824
Consolidated total assets REEEBE 420423
Segment liabilities PHEE 2028 - 101 20,382
Tax payable FER T 278
Liabilities directly associated with BEHEZHEEREE

disposal group held for sale HEzaE 57
Unallocated corporate liabilities AORECEERE 1,865
Consolidated total liabilities SABERE 22,582

133



LIFE HEALTHCARE GROUP LIMITED
Annual Report 2019

Notes to the Consolidated Financial Statements
AR ERMEE

For the year ended 31 March 2019 HHE =T — N E=A=1+—HItFE

7. SEGMENT INFORMATION (Continued) 7. PBERE)
Other segment information Hith 7 &R
Continuing operations FEEEXK
For the year ended 31 March 2019 BE_FT-NF=ZA=+—HI#F
&

Securities
trading and
Healthcare Money  investments
services lending  business and

business business others  Unallocated Total
REEEH
fER% REXHK
B BEXH  UARH# AOE H)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TER TER TER TER

Depreciation of property, plant and nE BERIENE
equipment

Gain/(loss) on disposal of property, HENE BERZEL
plant and equipment s/ (B18)

Gain on disposal of subsidiaries LERBAR M

Impainment losses recognised on REBBRREATEIEL
investment at fair value through RERARESSE
profit or loss

Impairment losses recognised on ARBERR  RRER
interest in associates REESR
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SEGMENT INFORMATION (Continued)
Other segment information (Continued)

Continuing operations (Continued)
For the year ended 31 March 2018

7. DHER
Htt2 HER(E)
BREEXK(B)
BE_T-\F=ZHA=1+—HIF
E

Securities
trading and
Healthcare Money  investments
services lending  business and
business business others  Unallocated Total
EFEEHE
R R REXHK
% BEXK  AREM APR st
HK$'000 HK$'000 HK$'000 HK$:000 HK$'000
TR FER TR TER AR
Depreciation of property, plant and nE BERIENE
equipment 6,82 - - f 6,324
Loss on disposal of property, LENE BERRXEZER
plant and equipment 165 = = = 165

Geographical information

Healthcare services revenue for the years ended 31 March 2019 and 2018,

were revenue derived from contracts with customers, the geographical

information of revenue could be referred to note 6 to the consolidated

financial statements in this annual report.

For the year ended 31 March 2019, loan interest income were derived from
Hong Kong and PRC approximately HK$ 1,058,000 (2018: HK$15,175,000)
and approximately HK$3,840,000 (2018: Nil), respectively.

i & & Bl

BE2_Z-NER-_ZE-NF=A
S+—BLEEE BEREBKREYH
REEFEHN BFHlasitRE
BT 2B AF AR A MK

BE_Z2-hFzZA=+—HL
FE-REFAERPEZEFFE
WA 2 RI# A11058000/& L( =&
— A\ 15,175,0007 70 ) % 73,840,000
BT(ZE—N\FE T).
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For the year ended 31 March 2019 E=—Z—NWEFE=A=+—HILFE

7.  SEGMENT INFORMATION (Continued) 7.

Geographical information (Continued)
Information about the Group’s non-current assets by geographical location
of the assets are detailed below:

2 EHER )

WEER(E)
FRASEREENBNES S 2
FRDEEEHFBNT

2019 2018
—E-NE —T-)N\F
HK$'000 HK$'000
FTHT FHL

PRC H
Hong Kong BB

96,796
18,075

114,871

Information about major customers

During the year ended 31 March 2019 and 31 March 2018, none of the
Group’s individual customer contributed more than 10% to the total
revenue of the Group.

8. OTHER INCOME AND GAINS 8.

Continuing operations

TEEFEHR
B2-_Z-NF=R=+—-8k=
EZ-\F=ZA=+—HLEFE &
SESEMANEFPERASRERAL
7 480 10% ©

PRC loan interest income REERF S WA

Exchange gain, net B %, s 23 % 2B

Gain on disposal of property, plant and HEME BEL&E K&
equipment

Gain on disposal of subsidiaries (note 31) HER B AR 2 Was (M EE31)

Sales of the consumable material HEBREMM

Sundry income MIBWA

Hitl AR W@
BREEXT
2019 2018
—B-AF ZFN\F
HK$'000 HK$1000
TER TAT
94|
36
12
1,089
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For the year ended 31 March 2019 E—Z—NEFE=A=+—HILFE

INCOME TAX EXPENSE
Continuing operations

FrEBE X
BEGERY

2019 2018
—E-NE —T-)N\F
HK$'000 HK$'000
FTHT FHL

Hong Kong Profits Tax: BRMEH
— Current tax — AT A

Overprovision of Enterprise income tax
(the “EIT") in prior years HBERE

BEFELERSHRIERMAER))

For the year ended 31 March 2019, Hong Kong Profits Tax is calculated
under two-tier profits tax system under first HK$2 million of estimated
assessable profits is taxed at a rate of 8.25% and remaining estimated
assessable profits is taxed at 16.5%. The Group should elect one of the
Hong Kong subsidiaries to apply the two-tier profits tax rate.

Under the Law of the PRC on Enterprise Income Tax (the “EIT Law")
and Implementation Regulation of the EIT Law, the tax rate of the PRC
subsidiaries is 25% from | January 2008 onwards.

HE_Z-NF=A=+-BL#F
€ BRFEH DR GRS

B TTIRB RB25%H B - &k T
FE SRR A R IR T K 165% B © K
CEAREAT—RBEAENBAT
RAMBHFEHE -

BEPECEMEREZ(RERS
BEDRCERGHRZERKIEM
RREMBARIEZEENF—F—
A2 Bl & A25% e
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For the year ended 31 March 2019 E=—Z—NWEFE=A=+—HILFE

9. INCOME TAX EXPENSE (Continued)
The income tax expense for the year can be reconciled to the loss
before tax per the consolidated statement of profit or loss and other

comprehensive income as follows:

FRBREX )
REEZHERETEGARNE
H i 2 E SR 2 B B AR
M

2019 2018
—E-NE —T-)N\F
HK$'000 HK$'000
FTHT FHL

Loss before tax BR 4 A B 1B (93,447)
Taxation at the domestic income tax rate of & AN 3 7 15 % £ & 8.25%

8.25% (2018: nil) (Z2-N\F:E)tEZHE -
Taxation at the domestic income tax rate of ¥R FT 15 8 §1 K 16.5%

16.5% (2018: 16.5%) (ZE—N\F: 165%):tE 2 FiE (15419)
Tax effect of income not taxable and expenses B EH WA LT AIHHFHEL 2

not deductible for tax purpose METE [,890
Effect of different tax rates of entities operating RMEM A EZHEL L 2 BEE 2 TR

in other jurisdictions MRy x2 (7,586)
Tax effect on share of result of associates WABRDHBEERNAEE LIRS

not recognised -2 2,646
Tax effect of tax losses not recognised MR R B 1B 2 % 18,735
Over provision in prior years BAFEBERE (28)

238

Under the EIT Law of the PRC, withholding tax is imposed on dividends
declared in respect of profits earned by the PRC subsidiaries from |
January 2008 onwards. Deferred taxation has not been provided for in
the consolidated financial statements in respect of temporary differences
attributable to the profits eamed by the PRC subsidiaries, 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.
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For the year ended 31 March 2019 E—Z—NEFE=A=+—HILFE

INCOME TAX EXPENSE (Continued)

At the end of the reporting period, the Group's subsidiaries in the
PRC have unused tax losses of approximately HK$ 141,881,000 (2018:
HK$133,349,000) available for offset against future profits, which will expire
in five years. No deferred tax asset has been recognised in respect of the
tax losses and the deductible temporary differences due to unpredictability
of future profit streams.

LOSS FOR THE YEAR FROM CONTINUING OPERATIONS
Continuing operations
The Group's loss for the year is stated after (crediting)/charging the

Ry A AC))

RBEHR AEE2HERER
AE 41418810008 L (ZF—N\F
133,349,000 7T ) 2 & &) A % 7% 5 48
AEEEARROERN  BRMARE -
FR A R B2 TR AT R 2R & A 2R - B
ERNEEERUMRE REERE
RELERBEE o

HRAREXRBZAFERR
BERERK
FEERFEEEREGIA) /AR

following: AT&IE:
2019 2018
—E-hE ZT-N\F
HK$000  HK$O000
TER FET
Auditor's remuneration ZER M & 1,668
Cost of inventories sold EEREEKA 13,274
Depreciation of property, plant and equipment ¥ - BE MRETE 6324
(Gain)/loss on disposal of property, plantand ~ HEWE  BE RRE 2 ),/
equipment BB 165
Research and development costs recognised T3 /4 7 Xt < B 8 A R
as an expense 1,763
Operating lease charges KEMERX 5,325
Impairment of interest in associates REEE DA A (E -
Impairment of investment at fair value through B BBz IR A FEHNEZ R ERE
profit or loss -
Impairment of trade receivables EWE 55 IER A -
Directors' remuneration (note 12) EEHMFE12) 1,015
Other staff costs Hih B TR 48,069
Retirement benefits scheme contributions, RRERFEER(TBREES)
excluding directors
Total staff costs BIXALHE 70,836
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1. DISCONTINUED OPERATION AND DISPOSAL GROUP HELD
FOR SALE

On |5 December 2017, a wholly-owned subsidiary of the Company
entered into a share transfer agreement with an independent third party to
dispose of the entire equity interests in China Education Media Limited (#
Bl% 5 EEHBR A A]) (“China Education”) and its subsidiary (collectively
referred to as the “Disposal Group™) which carried out all of the Group's
education software and related services business and certain balances
due by the Disposal Group to the Group for a cash consideration of
HK$30,500,000 (“Disposal”). The Disposal was completed on 8 June 2018.

The education software products and related services business of the
Group is not profitable, with relatively low margin and has little rooms for
developments. As a result, it is no longer the Group's primary business and
the emphasis of the Group's business development. The disposal would
enable the Group to streamline its business and consolidate its resources to

focus on the development of other businesses of the Group.

(@) The loss for the year from discontinued operation is analysed as

follows:

. ERIERBRFEHEZHE

£8

RZE—+E+-A+HH XA
A—RE2ENBRARIE—ZBIE
“HI RO EZEGE AHEL
EAKEMBEHERHERRIEH
RESEBK2PRABEEEER DA
([HE#HENREHB LD AR
EEEDEIREARLEREE
NAEEZETHES BeREA
305000008 T((HEFHE]) - B &
FEER - N\ESNANBTK-

AEBZHERHERRBBRS
FHEMNUE FEAHE %
EEEN- Al ETBRARE
CEEEBURKRB EBER
EX-HESEMSANRNAZER
BEEK BRBERNELASEE
FERAMES -

@ BRUEXBIAFEEHENT :

Loss of discontinued operations BERIEEBCER
Loss on disposal of Disposal Group HEHESEE  EHE

2019 2018

“B-hFE —T-N\F

Notes HK$'000 HK$'000
P & TER TAT
(b) (3.717)
(0) -
(3.717)
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DISCONTINUED OPERATION AND DISPOSAL GROUP HELD I1.
FOR SALE (Continued)
(b) The results of the Disposal Group for the year ended 31 March 2019

and 2018, which have been included in the consolidated statement of

profit or loss, were as follows:

ERLERRFHEHEZHE

£8%)

b HESEEBEE-Z-NLFR
“E-NF=ZA=+—HI
FEEBHAGEERERZE
BT -

2019 2018
“B-NE —F-)N\F
HK$’000 HK$'000
TR THET
Revenue Wz 1,378
Cost of sales iH & B AR (59)
Gross profit = 1,319
Other income H A A 364
Selling expenses HERX (610)
Administrative expenses THRAX (4.790)
Loss before tax BR AT & 1R 3717)
Income tax expense FrE PR -
Loss for the year from discontinued operations & 4% |F ¥ 71§ 2 R F E E518 (3.717)
Loss attributable to MTATEEER
— owners of the Company —AREEEA 3717)
— non-controlling interest — MR -
(3717)
Loss for the year from discontinued operation B 4 |F ¥ 2 A F E £ 18
include the following: BENTEE:
Cost of inventories sold EEFEKA 59
Depreciation of property, plant and M BERRENE
equipment 353
Bank interest income #RITMEWA 247
Gain on disposal of property, plant and HENR BB RKE
equipment 13
Operating lease charges KEHEER 470
Directors’ remuneration ZE5Ms =
Other staff costs Hi 8 TR A 2964
Retirement benefits scheme contributions, ERERFEER(TBRES)
excluding directors 379
Total staff costs BETIKA 3343
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For the year ended 31 March 2019 E=—Z—NWEFE=A=+—HILFE

1. DISCONTINUED OPERATION AND DISPOSAL GROUP HELD I,

FOR SALE (Continued)

(c) Net assets at the date of disposal were as follows:

BRLEBRFELEZLHE
S8 @)
0 REERBMEEFENT:
2019
“E-hE
HK$'000
TR

Assets directly associated with disposal group held
for sale
Liabilities directly associated with disposal group held

RELECHERBERABCEE

RELECHEREERRB AR

for sale
Net assets disposed of EHEBERE
Release of foreign currency translation reserve ﬁ@ BroME S &
Total consideration — satisfied by cash BRE—UREEN
Loss on disposal of subsidiaries HENB AR 2ER
(d) As at 31 March 2018, the major classes of assets and liabilities of the d RZTE—-NEF=ZA=+—H"

education software products and related services business, which have
been presented separately in the consolidated statement of financial

position, are as follows:

N e M BRI K T @5 27
ZHEEMERRABRE X
BZEBRBRERARERDT

2018

—ZT-N\%F

HK$'000

FET

Property, plant and equipment ER e 1,300
Loan receivables JE U & X 6,873
Trade and other receivables FEME 5 K H b & W k1B 309
Inventories 7B 3,076
Bank balances and cash RITEBR IR 19,365
Total assets associated as held for sale HBEMEEBCEERE 30923
Other payable H th JE TR IE (57)
Total liabilities associated as held for sale BEEHEEH B ERE (57)
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For the year ended 31 March 2019 E—Z—NEFE=A=+—HILFE

(e) The net cash outflows incurred by the operation in Disposal Group

are as follows:

EREEXEBREFELHEZLE

-4 1¢-)

) LEEBEXBHELRER
AR

2019 2018
—E-NE —T-)N\F
HK$'000 HK$'000
FTHT FHL

Operating activities
Investing activities
Financing activities

RERS
RERY
BELY

(10,199)
327
(1,166)

Net cash outflows

ke

(11,038)
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2. DIRECTORS’ AND CHIEF EXECUTIVE’'S EMOLUMENTS R EERFTETHAEMS
For the year ended 31 March 2019 BE-E-NE=ZA=+—-HLEF
B
Contribution
Salaries and to retirement
other  Discretionary benefits
Fees benefits bonus scheme Total
HER BRAER

fie  HHEN  BERL HEEX #it
Note  HK$000 ~ HK$000  HKS000  HK§000  HK$'000
i TERL TERL TR TRR TRR

Executive Director YTES

Hua Yunbo £ 7R

Shan Hua L4

Man Wai Lun XEE (i)
Chung Yuk Lun EEH (i)
Ng Kung Poon RAK (i)
Non-Executive Director FYTES

Feng Xiaogang et

Independent Non-Executive Director ~ BUXHTES

Zheng Chunlei BEE

Liu Xinghua PR

Zhang Xuyang i 18 A )
Zhou Jian g v)
Chan Kam Wah ik (vi)
Total Mzt
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[2. DIRECTORS’ AND CHIEF EXECUTIVE’'S EMOLUMENTS (Continued)
For the year ended 3| March 2018

. EERFETHAEME®
BZ-E-N\F=ZA=t+—-HL#HF

B
Contribution
Salaries and to retirement
other  Discretionary benefits
Fees benefits bonus scheme Total
Gek RINER
e  HoRH  BEEL EEIf o
Note HK$'000 HK$'000 HK$'000 HK$'000 HK$000
fis TEL THL TRL THBIL THBL
Executive Director HTES
Hua Yunbo LR 2400 - 2400 - 4800
Shan Hua ::Rid 2542 - 2400 65 5,007
Non-Executive Director FHTES
Feng Xiaogang BB = 240 = 8 248
Independent Non-Executive BUFHTES
Director
Zheng Chunlei REE 240 - - - 240
Liu Xinghua N LAt 240 - - - 240
Zhang Xuyang gL 240 - - - 240
Zhou Jian [E 240 = = = 240
Total @it 5902 240 4800 73 11,015
The executive directors’ emoluments shown above were paid for their FRATEZZHEMORERARSE

services in connection with the management of the affairs of the Company
and the Group. The non-executive directors’ emoluments shown above
were paid for their services as directors of the Company or its subsidiaries.
The independent non-executive directors’ emoluments shown above were
paid for their services as directors of the Company.

The bonus was determined on a discretionary basis with reference to the

individual's performance.

1

BEARARAKESH ZREM
Xt ERFRRTESZHFNI R
BEERARAZEMNBRAIES
ZRBMA - LABUFRITE
EZFMNDARSERARAIESR
ZIRF TS o

a4y

EA2ZEBALTRBREERE -
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[2. DIRECTORS AND CHIEF EXECUTIVE'S EMOLUMENTS (Continued)

Notes:
()  Appointed as a director on 8 January 2019

(i) Appointed as a director on 7 December 2018 and resigned as a director on 8 January
2019

(ify  Appointed as a director on 7 December 2018 and resigned as a director on |4

January 2019
(iv)  Resigned as a director on 2 April 2019
(v)  Resigned as a director on 5 June 2019

(vi)  Appointed as a director on 21| January 2019 and resigned as a director on 18 June
2019

The five highest paid employees during the year included two (2018: two)
directors, details of whose remuneration are set out above. Details of the
remuneration of the remaining three (2018: three) non-director, highest
paid employees for the year are as follows:

12.

EERERTBRAEME @)
Hi 3

() RZZB-NF-ANBEZEREF

iy RZE-—N\E+-RtREZFTRES"
YRZFE-NEF-AN\BHEES

(iy RZB-NFT_AtRAEZEREE
WTHR=ZZE—-NE—A+NBHIES

vy RZZE-NFHNA-BHIES
v RIZ-NF RAAHAEEZR

V) RZE-NF-A-_+-REZER
EX IR _F-NFRATNBE
TEF

ERN IEERFMALTEREMA
(ZZ-NF BMBESZ EFM
HEHERLEX -BRTF=2(ZF-N
FZR)FEEALZERNRRFH

Salaries and other benefits e hHEMER
Discretionary bonus M54
Retirement benefits scheme contributions BRAEFET B 5%

MALHMFABEET :
2019 2018
—E-NF ZF)\F
HK$'000 HK$'000
TAER TAT
2920
1,276
242
4438
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DIRECTORS’ AND CHIEF EXECUTIVE'S EMOLUMENTS (Continued)
Their emoluments were within the following bands:

12.

EERIETBRAEME @)
BEMENFATEHE :

Number of employees
BEAH
2019 2018
—g-n§ —FNE

Below HK$ 1,000,000 {72 1,000,000 7% 7T
HK$ 1,000,001 to HK$ 1,500,000 1,000,001 & 7T Z 1,500,000 7T
HK$ 1,500,001 to HK$2,000,000 500,001 /& 7T & 2,000,000 7T

During the years ended 3| March 2019 and 2018, no emoluments were
paid by the Group to the five highest paid individuals or directors, as an
inducement to join or upon joining the Group or as compensation for loss
of office.

. DIVIDENDS

The Directors do not recommend the payment of any dividend for the
years ended 31 March 2019 and 2018,

LOSS PER SHARE

(@) From continuing and discontinued operations
Basic loss per share
The calculation of basic loss per share attributable to owners of
the Company is based on the loss for the year of approximately
HK$ 118,854,000 (2018: approximately HK$94,242,000) attributable
to owners of the Company and the weighted average number of
approximately 5,331,886,000 (2018: approximately 5,051,710,000)

ordinary shares in issue during the vear.

Diluted loss per share
The effects of all potential ordinary shares are anti-dilutive for the years
ended 31 March 2019 and 2018.

HE_Z-NFER-Z-N\F=A
St HLEFE AREYTERA
LRSHEAIHREEXNEMME
ERBBMBAMBERAEEME T
MRS ABERAE -

. Hﬁ I%\

ESTEENBE_T-NERZ
E-NFZA=+—HLEFERMN
ERIRE

BRESE

@ REFELERCKRLEER
SEREXERE
ARElEEAEEERELRE
BNBEARRAEE AEGR
FEE IR 41188540007 T (=
T — \4F : 4)94242,0007%8 7T) &
A F S B %17 495331,886,000%
(ZZ—\F : £95,051,710,0008%)
LTERMEFHEFE -

GRBEES

BE_Z-NER-_Z2-N\F
“A=+t-BLEE FMEE
EERRHAEREEYZE -
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[4. LOSS PER SHARE (Continued)
(b) From continuing operations

148

Basic loss per share

The calculation of basic loss per share attributable to owners of
the Company is based on the loss for the year of approximately
HK$ 117,253,000 (2018: approximately HK$90,525,000) attributable
to owners of the Company and the denominator used is the same
as that detailed above for basic loss per share from continuing and

discontinued operations.

Diluted loss per share
The effects of all potential ordinary shares are anti-dilutive for the years
ended 31 March 2019 and 2018.

From discontinued operation

Basic loss per share

The calculation of basic loss per share attributable to owners of
the Company is based on the loss for the year of approximately
HK$ 1,601,000 (2018: approximately HK$3,717,000) attributable
to owners of the Company and the denominator used is the same
as that detailed above for basic loss per share from continuing and

discontinued operations.

Diluted loss per share
The effects of all potential ordinary shares are anti-dilutive for the years
ended 31 March 2019 and 2018.

14 BREB®)

(b)

REBERSEER
EREXEE
ARElEEABEERERE
BNBEARAREE AEMER
FEEEAI172530008 T(=
T — \ 4 : #990,52500058 70) 5t
E mAASSEERKREHF
BRERERIEEB 2 ERE
ABEMAERR -

SRBEERE

BE_Z-NERZZF-N\F
SA=T-HLEFE FMBEE
TamHAEREEYE -

RECKRILER
EREXEE
ARElEEAEEERERE
BIREARARBEA AEGER
FEEERL6000ET(ZF
—N\E : 49371700078 7T )51 &
MAESEEFRREFER
EREREEBRBRERE
BETAEHER -

SRBAESE

HE-E-NFR-Z-N\F
SASH-ALEE HAEE
EERRYEERBETYE -
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For the year ended 31 March 2019 E—Z—NEFE=A=+—HILFE

I5. PROPERTY, PLANT AND EQUIPMENT 5. ¥ BERRE

Furniture,
fixtures and Leasehold Motor
equipment  improvements vehicles Total
BB BE
kR NEEE " ast
HK$'000 HK$000 HK$'000 HK$'000
TET TR TAT TRT
cosT A
At Apnil 2017 R-ZZ—+tFMA 10514 6479 2414 19,407
Addition NE 8,585 4,056 = 12,641
Acquisition of subsidiaries WEHEB AR 3 = = 3
Disposals HE (236) - (13) (249)
Disposal of subsidiaries HENBAT (238) - (2524) (2,762)
Exchange adjustments fE & 1621 967 123 2711
At 31 March 2018 and | April 2018 RZE-N\F=A=+-BR
“Z-\¥MA-A 20277 11,502 - 31,779
Addition NE
Disposals el 3
Disposal of subsidiaries HENBLA
Fxchange adjustments I 8%
At 31 March 2019 R-B-NF=A=+—H
ACCUMULATED DEPRECIATIONAND Rt T E R E &
IMPAIRMENT LOSS
At | April 2017 R-Z—tFENA-A 80! | 468 919 3,188
Provided for the year RERRE 3476 2881 320 6677
Eliminated on disposals T E R (87) - - (87)
Disposal of subsidiaries HENBAT (177) - (1,285) (1,462)
Exchange adjustments [E 5 % 260 335 46 641
At 31 March 2018 and | April 2018 RZE-NF=A=1+—-BK
~“Z-\FMA-H 4273 4684 - 8,957
Provided for the year KEFRE 3435 3,680 - 7,115
Eliminated on disposals T B 4 8 (2,750) - - (2,750)
Disposal of subsidaries HERBAR (2.375) (2538) - (4913)
Exchange adjustments RS (292) (334) - (626)
At 31 March 2019 RZE-NE=A=1—H 291 5492 - 7783
CARRYING VALUES REE

At 31 March 2019

e onezizio

R-_E-\F=A=+—H 16,004 6818 - 22822

At 31 March 2018
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6. INTANGIBLE ASSETS

6. BILEE

Practice License

of Medical
Institution
BRERE
BEUHE
HK$'000
TET
Cost (BN
At | April 2017 RZE—+FWA—H
Acquisition of subsidiaries W KB A A 6,444
At 31 March 2018 and | April 2018 RZBE-NF=ZA=+—-HBK
—NE0A—H 6,444
Disposal of a subsidiary (note 31) HEM B AR (M3 (6,444)

At 31 March 2019

R-E-NF=A=1+—H -

The Practice License of Medical Institution has a legal life of 5 years but
is subject to annual inspection. The directors of the Company are of the
opinion that the Group would renew the Practice License of Medical
Institution continuously and has the ability to do so. The license is to provide
support to the Group's genetic testing and laboratory testing services in the
healthcare segment where there is no foreseeable limit to the period over
which the services are expected to generate net cash flows for the Group.

As a result, the Practice License of Medical Institution is considered by the
management of the Group as having an indefinite useful life because it is
expected to contribute to net cash inflows indefinitely. The Practice License
of Medical Institution medical practice license will not be amortised until its
useful life is determined to be finite. Instead it will be tested for impairment

annually and whenever there is an indication that it may be impaired.
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BREF Bz ERRARBRERE
BEARBREREE BreRNEY
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For the year ended 31 March 2019 E{ = =

Eﬂ%iﬁ%ﬁﬁﬁi

“NE=ZA=FT—-RALEFE

7. REEE DR 2 RER

2019 2018
—E-NE —N\E
HK$’000 HK$'000
TERT FTAT

Unlisted investments: ELETRE:
Share of net assets DIEBEZRE 57,626
Loan to an associate EF—FBENAZER 10,000
Impairment loss RIEEE -
67,626

As at 31 March 2019 and 2018, the Group had interest in the following

associates:

RZBE-NER-_TE-NFE=A
=+—B AEERUATEZ QA

BB
Place of Proportion of nominal value of
incorporation/ issued share capital/
establishment and  registered capital held by  Principal
Name of entity Form of entity ~ operation the Company activity
R AR,
B K AARFHCRITRAE
EREE BEREEA R R AMEREERELA FEXEH
2019 2018
—B-hE —“T-)\F
BMEmEYEERM  Incorporated PRC 30% Research and
BRRAF af ffft B 32 o development of
genetic testing
i & ZL R 08
It m#FE 2]% TEERE  Incorporated PRC 19% Sport development
AR i VA i BEER
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[7. INTEREST IN ASSOCIATES (Continued)

The following table shows information of the associate that is material to
the Group. This associate is accounted for in the consolidated financial
statements using the equity method. The summarised financial information
presented is based on the HKFRS financial statements of the associates.

RBERNT 2 E#® %)
TREFIEAEEM S EE R 2B
ERRER - AWERARAES
EREARBHRRARK  FT25 8
BENMBNERBZ ARREL
PHREENGR A B]RE -

Name & M8 s £ ¥ 15 B B 1l
Z28 BRAD A
2019 2018
—®-nE —T-N\4
HK$’000 HK$'000
THERT FAT
At 31 March: R=R=+-8:
Non-current assets ERBEE 176,66
Current assets TEEE 12,690
Non-current liabilities ERBEE (424)
Current liabilities mEE & (11,789)
Net assets BEFE 177,138
Group's share of net assets AEEDIEEERE 53,142
Year ended 31 March: BEZ=BA=1+-HLEE:
Revenue I %5 4059
Loss from continuing operations B 2R g (33,573)
Loss after tax from discontinued operations BREXB RBEBRE -
Other comprehensive (loss)/income Hu2mE(ER) W 19,480
Total comprehensive loss THEERARE (14.093)

As at 31 March 2019, the bank and cash balances of the Group' associates
in the PRC denominated in RMB amounted to approximately HK$2,817,000
(2018: HK$7,211,000). Conversion of RMB into foreign currencies is subject
to the PRC's Foreign Exchange Control Regulations.
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For the year ended 31 March 2019 E—Z—NEFE=A=+—HILFE

[7. INTEREST IN ASSOCIATES (Continued)

The financial information and carrying amount of the Group's interest in
an associate that is not individually material and is accounted for using the
equity method is set out below:

17. REEE DR 2R (&)

TXEFAEER KB ERAZ
BucHHENNREEE ARE
s BERTEX - UHRMEDEARK :

2019 2018

—E-NE —T-)N\F

HK$’000 HK$'000

THRT THT

Loss from continuing operations REREEBZBAE (515)

Loss after tax from discontinued operations EREEBZRTEER =

Other comprehensive loss Hit2EER -

Total comprehensive loss THEERARE (515)
Carrying amount of Group's interest in AEER—FRIBEABERTA

an immaterial associate 2R EREE 4,484

The Group held 19% of voting power of It RFTER R BB RIEER
A @], the Group exercises significant influence over 1t & #7175 %= 7@ 88
B BB R 2 7] because the Group appointed one director out of the
three directors of It RETE R R BB BB R 2 A as at 31 March
2018. On 22 March 2019, that director resigned as the director of 1t &
MERRBEREAR AR As a result, the Group has no significant
influence on It RFTE R R B E B K AR 2 7l and it become an
equity investment at fair value through other comprehensive income.

R-ZE—NFE=ZB=+—H8B ' £&&
BRELRTERRBEREAR
DA% ERE ARASEERIL
AHERRBENBAERRAZA
EEFAREFR—RESE AR
SEHLERHERRBEREAR
RATHEEAFEN - RZF— N
FZAZ+ =B ZEZHTLR
MERRBENBRERAANESH
BBl REBHIRTERR
EERBERARTEEAFE
THRASBEMZAKEZEATE
SR 2 IR AR E o
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8. EQUITY INVESTMENT AT FAIR VALUE THROUGH OTHER 8. ZBEMEZEKEZRLFEET
COMPREHENSIVE INCOME BRzBRAKRE
2019 2018
“E-NE —N\F
HK$’000 HK$'000
THER TET
Equity securities [ ENCES
— Unlisted equity securities — —ELETRAES —

LERHERREBEMNRAERAR ERHERZBEMRAERDA -
The above investments are intended to be held for the medium to long- R EDNEERPRAKREM
term. Designation of these investments as equity investments at fair value HE ETEBRERBREME
through other comprehensive income can avoid the volatility of the fair HWmE R FEY R RAERE A
value changes of these investments to the profit or loss. The cost of BEEBREZATEZYLEES
the investment approximated to their fair value. The cost of the equity EERE REXTEEDFEE
investment at fair value through other comprehensive income approximate HFoEpEMEELRERELTES
its fair value and is an appropriate estimate of fair value since there is EEZHX$?X§ﬁX$§@ﬁ AFEEE
insufficient more recent information available to measure fair value. RAVEzZEERT RER

Iﬁ%i%’]m%ﬁéﬁﬂﬁﬁ At B A FE

19. PREPAYMENT 19. BYRE

On 25 October 2017, the Group granted share options with a total fair RZZE—tF+A-THAB Xx&
value of HK$20,947,000 to certain consultants of the Group covering a AASBEETERRLAFRE
service period up to October 2027. The Group recognised total expense £520947,0007%8 T_E ZEBRE MRE
of approximately HK$2,095,000 (2018: HK$873,000) for the year ended 3| ZBREHE_ZT L FTHIEe R
March 2019 in relation to such share options granted. The remaining value SEREE-_Z-NE=RA=1—
of the options of approximately HK$17,979,000 (2018: HK$20,074,000) ALFERZFERLBRERR
was carried as a prepayment as at 3| March 2019 to be charged to profit B X 420950008 T(ZF — N\
or loss over the service period of the consultants with approximately F:873008 L) c RZT—-NF
HK$15,884,000 (2018: HK$17,979,000) included in non-current assets and ZSA=+t—-R ER ﬁé ZHBTE
HK$2,095,000 (2018: HK$2,095,000) included in current assets. B 49179790008 T(Z & — \ &F:

20074000%75)5!%7%%1# RIE
BRERRMRESHERERZNR

H A 49158840007 L (ZZ —

N

1797900078 L)t AERBEE *

20950008 L(ZE—N\F :

BILRFARBEE -
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INVESTMENT AT FAIR VALUE THROUGH PROFIT OR LOSS/
AVAILABLE-FOR-SALE INVESTMENT

20. ZBRERDFEIRZR

&/ HEERE
2019 2018
—®-hE —T-N\4
HK$°000 HK$'000
FELT TR

Unlisted private fund in the PRC FEZEETREES

20,862

The unlisted private fund represented a fund managed by a private fund
manager registered and approved by the Asset Management Association
of China and is measured as fair value. During the year, the Group has fully
impaired the investment. Please refer to the Company's announcement
dated (i) 4 May 2017 for further details of the fund and (i) 24 April 2019

for further details of the fund impairment.

As at 31 March 2018, the Group invested approximately HK$20,862,000
in the investment fund which managed by the fund management company.

The cost of the fund approximated to their fair value.

EEMAEESHERETEABEFRE
EeXBeadMitEs —RXhE
REESRBRERLZA FE
EVES RAEE AEERK
ExEARBE - EekESHE
ZE—FFEFELBARRAEHR()
“E—tFRANARMH ZZ-N
FMAZTMBAZ A

R_ZE-N\E=A=t—R 4%
RE#208620008 TRE S EE
ARAMEBRCREESG - RS HAK
HEEDFERSE-

INVENTORIES 2. BE
2019 2018
—g-nE ZT-NF
HK$'000 HK$'000
FTET FEIT
Consumables HFE 7264
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22. LOAN RECEIVABLES/LOAN INTEREST RECEIVABLES

2. ERER/ ERER

2019 2018
—®-nE ZT-N\&
HK$’000 HK$'000
FET TR

ERAERER

Secured loan receivables

190,655

The loan receivables granted to customers are mainly ranging from
3-9 months. As at 31 March 2019, loans to third parties with an
aggregate principal amount of approximately HK$191,471,000 (2018:
HK$190,655,000) are secured, bear interest ranging from 5% to 18% (2018:
from 9% to 18%) per annum and are repayable within one year and thus
classified as current assets. The loan receivables are due for settlement at
the date specified in the respective loan agreements.

As at 3| March 2019, loan receivables amounting to approximately
HK$66,256,000 (2018: HK$190,655,000) together with interest
receivables from the same third parties of approximately HK$6,664,000
(2018: HK$8,353,000) were guaranteed by independent third parties,
HK$19,000,000 (2018: Nil) together with interest receivables from the
same third parties of approximately HK$838,000 (2018: Nil) were secured
by the equity interest of the corresponding borrower's subsidiary and
HK$106,215,000 (2018: Nil) together with interest receivables from the
same third parties of approximately HK$2,422,000 (2018: Nil) were secured
by the corresponding borrowers' equity interest.
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@R -MR—_F-—NE=ZA=+—8"
EFE=ZFALBELI471,000
ABIL(ZZF—/\F : 1906550007 7T)
LEFRBER REMNENFSE
Z8E(ZE-N\F:9EZEI8E)F
BRER—FRNEE WOBAR
HEE -BRUERREERBER
EEZBBEHEE-

RZE-NF=R=+—08 ' Ek
R 4662560008 (=T — N\F:
190,655,000 7T, ) & [7) & W [/l — 5 =
F 2B #66640008 T (ZE—N
F 183530008 L) EBLE=HIE
R JE W E 70190000008 T( =&
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F 2478380008 L (ZE—\F : &)
AR FRAR B A B 2 BRIEER
1 e E 106,215,000 (=
Z-N\F:E)BEREKR-F=H
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22. LOAN RECEIVABLES/LOAN INTEREST RECEIVABLES (Continued)

For the year ended 31 March 2019 and 2018, the directors of the Company
have individually assessed and considered that there is no indication of
impairment on the loan and interest receivables. No impairment loss of loan

and interest receivables was recognised in profit or loss.

The ageing analysis of loan receivables based on the loans draw down date

at the end of the reporting periods is as follows:

2. ERED EBWEZANE @)

BE-_Z-NER-_F-N\E=ZA
St+-BLEFE ARAESCEH
Bl RARKERLAS Y&
REDR HERBERIARKE
HEMEZREEE-

RBEHR HEFKRERRAHZS
FBRERZREDITMT :

91 to 180 days 91E180H
181 to 365 days 181 £365H
Over 365 days 365 A L

2019 2018
—E-AFE —2-N\F
HK$°000 HK$'000
FEL  THE
163,000

27,655

190,655

The Group applies the simplified approach under HKFRS 9 to provide for
expected credit losses using the lifetime expected loss provision for all
loan receivables. To measure the expected credit losses, loan receivables
have been grouped based on shared credit risk characteristics and the days
past due. The expected credit losses also incorporate forward looking
information.

AEERAEREMBREEREI
HRTBIE A RKERE
AEHRYBERBUARIIES
BRAREG RAEREEER
B RUEFERBAZEERR
BBEABRE A -HHEES
BTBERELEEH-
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22. LOAN RECEIVABLES/LOAN INTEREST RECEIVABLES (Continued) 22.

Set out below is the information about the credit risk exposure on the
Group's loan receivables based on contractual due date:

Current
R E

HK$'000
FAT

At 31 Mach 2019 R-Z2-NE=RA=+-H

Weighted average expected loss rate ~ MEFHHEBEHE X

Receivable amount FE W B

Loss allowance BERE

At 31 March 2018 R-_E-—NE=ZR=+—H

Weighted average expected loss rate MEFEFEREEX -
Receivable amount JE Wy 3B 1,655
Loss allowance EREE -

Included in the Group’s loan receivables are debtors with aggregate amount
of approximately HK$191,471,000 (2018: HK$179,000,000) which were
past due at the end of the reporting period for which the Group has not
provided for impairment loss. The directors of the Company believed that
the amount was recoverable, after taking into account of the settlement
received subsequent to the end of the reporting period and guarantees
provided by third parties.
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EUER EREFRFE @)
ATEIIRANEAZY 2 AL
EREKEZFEGREERRYER -

[-90 days  Over 90 days

past due past due Total
eI B

|Z90H  #@B90A act

HK$'000 HK$'000 HK$'000

THET THET TR

163,000 16,000 190,655

AEERUKEFRBREENAR
1914710008 ©T( = & — \ F:
179,0000008 7T ) 2 FE W R 3K+ B 8
HERBREHREAN MAEE
BERLFTRAEBERE L5
ERREBREWRINERRE=ZR
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For the year ended 31 March 2019 E—Z—NEFE=A=+—HILFE

22. LOAN RECEIVABLES/LOAN INTEREST RECEIVABLES (Continued)

Loan interest receivables:

Loan interest receivables represented interest accrued on the loan
receivables not yet due according to the terms of the relevant loan
agreements. The ageing analysis of loan interest receivables based on the
loans draw down date at the end of the reporting periods is as follows:

2. ERED EBWEZANE @)

FEU & KA & -

FBURESFEEREEBENGS
Z GRS R B B e W SR R At 2
ME-RBEHKR REFIRRA
M2 RKETME 2 REDTWT :

91 to 180 days 91 £ 180 H
181 to 365 days 181 £365H
Over 365 days 365A K E

2019 2018
—®2-hF —FT-N\%
HK$°000 HK$'000
FHL  THR
6,832

1,521

8,353

The Group applies the simplified approach under HKFRS 9 to provide for
expected credit losses using the lifetime expected loss provision for all loan
interest receivables. To measure the expected credit losses, loan interest
receivables have been grouped based on shared credit risk characteristics
and the days past due. The expected credit losses also incorporate forward
looking information.

AEERAEEMBREEREY
FIRNEE  BATE RRERH
EEREHBEHEEREAREAY
EEBEFMRER RAERBE
EFR RUERFNEERELE
FERREENRANAZ A B
HEEBRNMBEAELEER
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22. LOAN RECEIVABLES/LOAN INTEREST RECEIVABLES (Continued)
Set out below is the information about the credit risk exposure on the
Group's loan interest receivables based on contractual due date:

Current

At 31 March 2019 R=ZB-N¥=A=1+-H
Weighted average expected loss rate ME¥IELEE R

Receivable amount EWFE
Loss allowance BERE

At 31 March 2018 RZZ-NF=A=t—H

Weighted average expected loss rate I 1978 18 =
Receivable amount MR IE
Loss allowance BEEE

Included in the Group's loan interest receivables are debtors with aggregate
amount of approximately HK$9,924,000 (2018: HK$7,716,000) which were
past due at the end of the reporting period for which the Group has not
provided for impairment loss. The directors of the Company believed that
the amount was recoverable, after taking into account of the full settlement
received subsequent to the year end date.
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[-90 days  Over 90 days

past due past due Total
am am

IZ90R  BBYwA @t

HK$000 HK$'000 HK$'000

TR TATL TR

6,832 884 8,353
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23. TRADE AND OTHER RECEIVABLES

23 EWE S R HAEKRTIE

2019 2018
—g-nE —T-N\4
HK$°000 HK$'000
FHL  TER

EWE 5K
W RWE 5 AR

Trade receivables
Less: allowance for trade receivables

1,227

Prepayments and deposits BNFERES
Other receivables H & Yo 3K IE

1,227
13871
2,762

17,860

For the year ended 31 March 2019, the receivables from healthcare services,
the Group allows a credit period ranging from 30-90 days to corporate
customers. Most of the healthcare services were receipt in advance from
individual customers.

For the year ended 31 March 2018, the receivables from healthcare services,
the Group allows a credit period ranging from 30—180 days. For receivables
from sales of education software products and provision of technical support
services, the Group allows a credit period ranging from 30—180 days.

BE_T-hWF=A=1+—-HL#F
B AEERERE EKRES
FEEXFP ZEEHNTI0E0A o
KB 8 B AR 7% 75 ) {8 B & P T8 Uk

PR °

BEE-_ZT—\F=ZA=+—HIL#&H
B RERRBIEKRRENS
AEBLTZEERNTI0ZI808 ©
REEHERHER RRERITS
ERSzZEKZEMS  A5E4H
FZEEHNTZEI0H -
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For the year ended 31 March 2019 E=—Z—NWEFE=A=+—HILFE

23. TRADE AND OTHER RECEIVABLES (Continued)
Allowance for trade receivables
The movements in allowance for trade receivables are as follows:

23 ERESREMERRE®E)
EWEZHERE
EWESHEEBRZDHNT -

2019 2018
—g-nE —T-N\4
HK$°000 HK$'000
FHL  TER

At beginning of the reporting period i == R )
Allowance for the year FREE
At the end of the reporting period R EHR

Aged analysis of trade receivables is presented based on the invoice dates at
the end of the reporting period, which approximate the respective revenue
recognition dates, are as follows:

RBEHR REEEH(RBERK
@R R BRI 25 R KE 5508
ZIRER DT :

Within 90 days 908 A
91 — 180 days 912 180H

2019 2018
“E-hE —T-)N\E
HK$’000 HK$'000
TR FTET
[,193

34

[,227
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23. TRADE AND OTHER RECEIVABLES (Continued) 23 EWEZREMEKRTIEZ)
The Group applies the simplified approach under HKFRS 9 to provide for NEBERESVBREELSFES
expected credit losses using the lifetime expected loss provision for all FIENEE RFTEERE SR
trade receivables. To measure the expected credit losses, trade receivables TEFERA R ETEEE B EE A AR
have been grouped based on shared credit risk characteristics and the days CTEEIETERE - B:TEEHE
past due. The expected credit losses also incorporate forward looking EEE BERBFHECRELS
information. FERRBHELABAHNA- R

BEEBAT AL NEIELH -

Over
1-30 days 31-60 60 days

Current past due  days past due past due Total
ki s ki

¥  IE0E  3IZE@OA  BBeA Bt

HKPOOO  HKFOOO  HKS000  HK$O000  HK$O0
TR TR TR TR TETL

At 31 March 2019 RZE-NE
=h=+-H
Weighted average expected METHRRERX
loss rate
Receivable amount G
Loss allowance BiEkfE
At 31 March 2018 RZB-N\F
=h=+-H
Weighted average expected METHRRERE
loss rate = = = -
Receivable amount el g 193 - - 34 1227
Loss allowance BiEkfE - = - - -
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24.

25.

BANK BALANCES AND CASH

As at 31 March 2019, the bank and cash balances of the Group
denominated in RMB amounted to HK$10,963,000 (2018: HK$6,356,000).
Conversion of RMB into foreign currencies is subject to the PRC's Foreign

Exchange Control Regulations.

24 ROTERRES
R-ZE-AFE=RB=+—-8 &A%
BEUAARBHBEZEORE S
B A109630008 T(ZF — N\ F:
63560008 L) c AR H INEAE
SF AR B HME B IR 1 o

TRADE AND OTHER PAYABLES 25 BREZREMENSRKE
2019 2018
—B-NE —T-)N\HF
HK$’000 HK$'000
TET FTET
Trade payables ENE5HKE 3,642
Deposit received AR 4,115
Accruals and other payables A ERAREMENFIE 14,490
22,247

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

RBEEHR REZEHEIEM

HSHE 2 BRAFDT :
2019 2018
—2-AE —2-N\F
HK$000 HK$'000
FEL  TAR

Within 90 days 90H A
91 to 180 days 9IZE180H

3,461
181

3,642

The credit period granted by suppliers is normally 30 to 90 days as at 3
March 2019 (2018: 30 to 90 days).
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26. CONTRACT LIABILITIES
Disclosures of revenue-related items:
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26.

ANAE

Wa AR RE 2 BE

As at

31 March

2019

S
—EB-hEF
=A=t+-H
HK$°000
THET

Contract liabilities

amaRE

Revenue recognised in the year that was included FARERETAFNG LN EE

in contract liabilities at beginning of the year

Wk

Transaction prices allocated to performance obligations unsatisfied at end of

the year and expected to be recognised as revenue in:

As at
| April
2018
N

—Z-NF

mA—A
HK$'000
TR

4,115

N/A 38 A

PEEFRHRATKLBHNRMEL
BHRTIFREERRRE LR S

fE# :

As at

31 March

2019

i
—EB-hEF
=A=t+-H
HK$°000
TER

— 2019
— 2020

As at

| April

2018

N
—E-N\F
MA—H
HK$'000
FET

4,115

4,115

165



LIFE HEALTHCARE GROUP LIMITED
Annual Report 2019

Notes to the Consolidated Financial Statements
e AR R MR

For the year ended 31 March 2019 E=—Z—NWEFE=A=+—HILFE

26.

27.

CONTRACT LIABILITIES (Continued)

26. EHNEEB#®E)

Significant changes in contract liabilities during the year. FRANEBBEZERNET
2019
= 5
HK$’000
TER

Transfer from trade and other payable

Increase due to operations in the year

BRERNES REMENTA
R [ 482 38 A

Transfer of contract liabilities to revenue EHEBEERE R
A contract liability represents the Group’s obligation to transfer products or SHBBEEAEENEPEENE
services to a customer for which the Group has received consideration (or CEEREPUHEREEKKES
an amount of consideration is due) from the customer. BIVERSREZEE -
SHARE CAPITAL 27. kA&
Number of
shares
B EE
‘000 HK$'000
TH  TBx
Authorised: EE
Ordinary shares of HK$0.01 each REE0O0I BT 2 EBR
At | April 2017, 31 March 2018, | April 2018 R_E—tFNA—-R —Z-/\F
and 31 March 2019 =A=+—8 -ZE—N\%
MA—-BR-_ZT—N%F
Z—A=+—H 50,000,000 500,000
Issued and fully paid of HK$0.01 each: BETRBETEREECET RN -
At | April 2017 RN_E—+FWMA—H 4780,625 47806
Issue of new shares (note i) BT (BT aEi) 478,000 4,780
At 31 March 2018 and | April 2018 RZZE-NFZA=+—HkK
—T-N\FMA—H 5,258,625 52,586
Shares issued under share option scheme IRIE R 8l TR 95,660 957
At 31 March 2019 R-_E-NhF=ZA=+—H 5,354,285 53,543
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SHARE CAPITAL (Continued)
Note:

() On 6 September 2017, the Company completed a placing of 478,000,000 placing
shares at a placing price of HK$0.18 per share, with issuing expenses of approximately
HK$2,466,000. Please refer to the announcement of the Company dated 6 September
2017 for further details.

Capital risk management

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

The capital structure of the Group consists of net debt, net of cash and cash
equivalents and equity attributable to owners of the Company, comprising

issued share capital, reserves and accumulated losses.

The directors of the Company review the capital structure regularly. As part
of this review, the directors of the Company consider the cost of capital
and the risks associated with each class of capital. The Group will balance its
overall capital structure through the payment of dividends, issuance of new
shares as well as the issue of new debt or the redemption of borrowings.

RESERVES

(@) Group
The amounts of the Group’s reserves and movements therein are
presented in the consolidated statement of profit or loss and other
comprehensive income and consolidated statement of changes in
equity.

27.

28.

L& NE )
Hi 3

() RZZE—tFENARB ARETEK
& 478000000 R ELE MR 0 ' BB EB B
FRRO18E T+ B 1TH X 452466000
BrL-E—SHFBEBE2HAARAAH
BTt FNARBZDM

ErmiER
AEEERHERNNERAEEE
BEARELLE ARERENLE
BEBRAZEEHRRORETER
B REE 7 BREREEBE
EREFTE -

AEEZEARERBRERFRMA
GREMRESEY  URAKDF
BAANEGEEZ)  AERTRA
W R R BRAK -

ARAESEHEHNERRE -
REZBAZ-R ARAEEERE
BAKAREZEEARME 2R -
ARBEREBRMNRE - FITHK
ARBETHELBELOEERTEHA
EREARE-

1

@ A&E
AEERELREHSEZIRN
GeBakEM2EREERK
GREREHRA -

167



LIFE HEALTHCARE GROUP LIMITED
Annual Report 2019

Notes to the Consolidated Financial Statements
AR ERMEE

For the year ended 31 March 2019 HHE =T — N E=A=1+—HItFE

28. RESERVES (Continued) 28, )
(b) Company (b) &AH
Share  Contributed Other  Share option  Revaluation ~Accumulated
premium surplus reserve reserve reserve losses Total
RRE

BfaE HRBG HbbBk R EffRG RHER @
HKS000  HKSO00  HK$O000  HKS000  HKSOO0  HK$O000  HK$000

TAT TExT TEx  TEx  TExT  TET  TEx

At | April 2017 RZE—+F
mA—H [,176,118 167,780 5518 - - (1027254 322,162
Loss for the year KEEER - - - - - (116679 (1166719)
Other comprehensive expense R E E 1 2
for the year: Ry
Fair value gain on available-for- AT ERE 7
sale investment AFERR - - - - 862 = 862

Total comprehensive expense ~ RFE 2 EF X

for the year ke = - - - 862 (116679) (115817
Issue of shares on placing REERZTRG 81,260 = = = - - 81,260
Transaction costs attrbutable BT 2 X 5

to issue of shares AR (2466) - - - - - (2466)
Share option granted RinERE - - - 20947 - - 0547
At31 March 2018 RZF-N\F

ZA=1+-H 1254912 167,780 5518 20947 862 (1,143933) 306,086
At | April 2018 RZE-NE
mA—A
Effect of changes inaccounting €T BUREE) 2
policies (note 2) 2 & (f2)
At | April 2018, reatated RZE-N\F
mA-A:
]
Loss and total comprehensive R EEEIER

expesnes for the year 2ERTER
Exercise of share option e R E
At 31 March 2019 RZB-NF

ZA=+-AH
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29. AREBMBERRERRRAE

COMPANY
2019 2018
—E-NF ZF)N\F
HK$’000 HK$'000
THERT TAT
Non-current assets 3'5 futh @J ﬁ E
Investment in subsidiaries KRB AR ZKRE -
Prepayments B HE 17,979
17,979
Current assets mEEE
Investment at fair value through profit or FRBREATLENEZ
loss/available-for-sale investment BE /A EERE 20,862
Loan receivables FEWE T 26,655
Loan interest receivables W B FI B 679
Amount due from subsidiaries JE W Bt B8 A Rl K38 284,520
Other receivables H i & 5118 2,382
Bank balance and cash RITEBREIRE 21,290
356,388
Current liabilities VEIA=RE
Other payables H A & 14 3B 13,434
Bank and other borrowings — due within ROOkEMEES
- — pay
one year R—FREH 2,261
15,695
Net assets BERE 358,672
Capital and reserves BAREE
Share capital P 7K 52,586
Reserves i 306,086
Total equity M B 358,672
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30. SHARE-BASED PAYMENTS
Equity-settled share option scheme

On |1 April 2002, the Company adopted a share option scheme (the “Old
Scheme”) for the primary purpose of providing incentives to any directors
(including executive directors, non-executive directors and independent
non-executive directors) and employees of the Group and any advisors,
consultants, distributors, contractors, suppliers, agents, customers, business
partners, joint venture business partners, promoters, service providers to
the Group (“Participants”) who the board of directors considers, in its sole
discretion, have contributed or shall contribute to the Group. The Old
Scheme shall be valid and effective for a period of 10 years commencing
on Il April 2002. Under the Old Scheme, the board of directors of the
Company may grant options to the Participants to subscribe for shares in

the Company.

On 18 September 2012, the Company adopted a new share option scheme
(the “New Scheme”) with an effective period of 10 years commencing
on |18 September 2012. The Old Scheme expired on |0 April 2012. The
principal terms (including the purpose and participants) of the New Scheme
are similar to the Old Scheme. All other provisions of the Old Scheme
shall remain in full force and holders of all options granted under the Old
Scheme prior to such expiry shall be entitled to exercise the outstanding
options pursuant to the terms of the Old Scheme until expiry of the said
options. The total number of shares which may be issued upon exercise of
all options to be granted under the New Scheme and any other schemes
of the Group shall not in aggregate exceed 10% of the Shares in issued as
at the date of the passing of the resolution on refreshment of the mandate

limit of the New Scheme on 26 August 2014.
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AREEABEHAKEEL AR
ZAGEENES(ERAUTES
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S ARAEEERER  BAA
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30. SHARE-BASED PAYMENTS (Continued)

Equity-settled share option scheme (Continued)

At 31 March 2019, the number of shares in respect of which options had
been granted and remained outstanding under the Scheme was 430,200,000
(2018: 525,860,000), representing 8% (2018: 10%) of the shares of the
Company in issue at that date. No option may be granted to any Participant
of the New Scheme such that the total number of Shares issued and
to be issued upon exercise of the options granted and to be granted to
that person in any |2-month period up to the date of the latest grant
exceeds 1% of the Company’s issued share capital from time to time unless
shareholders' approval has been obtained pursuant to requirements under
the New Scheme and the Listing Rules. An option may be exercised in
accordance with the terms of the New Scheme at any time during a period
as determined by the board of directors of the Company and not exceeding
|0 years from the date of the grant. There is no minimum period for which
an option must be held before it can be exercised. Participants of the New
Scheme are required to pay the Company HK$1.0 upon acceptance of the
grant on the offer date. The subscription price of the options is determined
by the board of directors of the Company in its absolute discretion and shall
not be less than the highest of:

a) the closing price of the shares as stated in the Stock Exchange's dalil
g P g Y
quotation sheets on the date of the grant, which must be a business
day;

(b) the average closing price of the shares as stated in the Stock
Exchange’s daily quotation sheets for the five trading days immediately

preceding the date of the grant; or

(c) the nominal value of a share.

30. ARHAER 2 K@)

URELEBRESSE(E)
R-ZE—NAE=ZR=+—8" i3
BETEREBERRTEBERER
% K Bk 15 8B A430200000/ (=
— L 1 5258600000% ) © HHE R K
NAIRZHEBITROZ8%(ZF
—N\E:10%)  REFFERET
MAIZHRE BRIEERRILAE T
ARBERARE AR EM A
AHE TERAFMEzEmNEH
ERLERE BERTFEET
IR TFZALZBREMETR
BFETZBROHEEBBADTTR
B2 BBTRAI%  BRETRE
T8l 2 BN ARRESCET
ZHERTEAEEABETTF
MBER T AITE - BT 2 R4
REMENFHTEZEEEHR
ZHTE o RIRH B E R BB AR i S
Hatg8lc2BEERNARALMIO
BT BREZREEBALALAE
SrRERNEEE ETAEERT
JIRE RS
@ BOHRREBHWERE%E
AEBREE A RERMEK
ZWmE
by BORBEEEHAHAAME
RHZBEBRHMBARER
e FEHdmE: =

© MhHzmEE-
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30. SHARE-BASED PAYMENTS (Continued)
Equity-settled share option scheme (Continued)
On 25 October 2017, the Company granted an aggregate of 525,860,000
share options under the share option scheme to certain independent third
parties for services to be provided. The exercised price of Share Option
granted is HK$0.1804 per Share with no vesting period and exercisable
from 25 October 2017 to 24 October 2027.

30. UG AER 2R E)
L EBBRETE(E)
RZZE—+tF+A=-+HAB ' XA
AREERESERETRELE=S
FRREZBRERESEEAH®
525,860,000 17 & AR 4 o BT % 1 B AR 4
ZIEEESRRH0I8MET T
EREBY YR -_Z—+5F+H
—tHEBE-ZE-_L+ETA-TN

HEAfE T OATTE
The following table discloses movements of the Company's share options TEREEARANAEERBYE
held by independent third parties during the year: —hHEREZERESS
Outstanding at Grand during Exercise during Outstanding at
| April the year the year 31 March
RWA-A R=A=t+-H
WATE AEECRE AEEEAR o K AT B
2018 ZE-N\E = 525,860,000 - 525,860,000
Exercisable at the end of the year RERT F7E 525,860,000
Weighted average exercise price MEFHTER NATRER  HKS0.1804 78 7L NATRER  HK30.1804 5L

2019 it Sy S
Exercisable at the end of the year RELT T

Weighted average exercise price MEFHATEE
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30. SHARE-BASED PAYMENTS (Continued)

Equity-settled share option scheme (Continued)
Fair value of the share option was calculated using the Black-Scholes pricing

model. The inputs of the model were as follows:

Grant date

B A

Fair value at measurement date
FERMZAYE
Share price

R in B

Exercise price
1TEEE

Expected volatility

T8 2K 0
Expected life

T FH

Risk free interest rate
o L B ) =

The expected volatility is based on the historical volatility. Expected dividend
are based on historical dividends. Changes in the subjective input assumption
could materially affect the fair value estimate.

30. ARHAER 2 K@)

IREGERRESSE)
BREZRATFEDERREN R — &
BANEBERAGE BAZHAH
BT

25 October 2017
RZZE—tF+A=-THH
HK$20,947,000

20947,0007% 7T

HK$0.178

0.178 % T

HK$0.1804

0.1804 & 7T

11.14%

11.14%

|0 Years

104

1.88%

|.88%

R IEAE LK B AKE  BH
BREAIAELBS BKE - WEE
BRRBABRBEMEY YR
FEZHEERREATE -
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31.

DISPOSAL OF SUBSIDIARIES

31

On 21 January 2019, the Group disposed 72% equity interest of 471 /1 5% F1 &
Bir5 AR A 7] and 70% equity interest of KEEFMNBEBRBAER
NAlto EMEE(HS)AB B A A, an independent third party.

Net assets at the date of disposal were as follows:

. HEWEAR

R-_Z-NWE—A=-+—R8 ' K&
ERBVE=FENEBE(EE)R
RARHEMMNENESRBIE
BRARTSBRERREEMEER
SBETAR 2 B 70% AL KE

NEERMZEEFENT

Discontinued

Continuing operations operation
BESEEK BRIEEK
China
N E A RKEEH Education
B2pkm BERBAF Media Limited
ERAF ERAT Total (note 11)
FEHE
MAMERN KEEMN BHRAR
BERRT BERRM YN
BRAR BRAH Bt (PEEE11)
HK$’000 HK$’000 HK$’000 HK$’000
TER THERT THER TERT
Property, plant and equipment ME - BENRE 4,104 981 5,085 -
Intangible assets EBEE - 6,444 6,444 _
Inventories "E 579 - 579 -
Trade and other receivables JEWE 5 K E ftb & Ut ZUE 548 107 655 -
Bank and cash balances RAORREER 16 6 22 =
Assets directly associated with disposal ~ FH{EHEZ HEEB HE
group held for sale Az EE - - 30903
Trade and other payables e 8 5 & E th B 2B (26,167) (3973) (30,140) -
Contract liabilties ANERE M - (1 -
Liabilities directly associated with BEHECHESERER
disposal group held for sale BBz aE - - (57)
Net (liabilities)/assets disposed of: BHE(BE) BEFH: (20921) 3,565 (17356) 30846
Release of foreign currency translation BRINEREEE
reserve (423) (14) (437) 1,235
Non-controlling interests JEFE R RE 25 6,162 (1,015) 5,147 -
Total consideration — satisfied by cash R (B — AR & B - - (30,500)
Loss/(gain) on disposal of subsidiaries HEMBRARZER/ (U (15,182) 2536 (12,646) 1,581
Net cash inflow arising on disposal: HEEEMEARERA
R
Total consideration wi(E = = = 30,500
Cash and cash equivalents disposed of ELERERESEEBY (16) (6) 22) (19,365)
(16) (6) (22) [1,135
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32. CONTINGENT LIABILITIES

33.

At the end of the reporting period, the Group and the Company did not have
any significant contingent liabilities (2018: Nil).

3. ARERE

RBEHR AKRERARALE
EREAZARBR(—T—N\F : £) -

LEASE COMMITMENTS 33. HEAIE
At the end of the reporting period, the total future minimum lease payments NFEHKR BEIRHELSEHE
under non-cancellable operating leases in respect of certain office premises, E mETHAZEYE EFENLE
directors’ and staffs’ quarters are analysed as follows: TEEZAREEHENTEESD
T

2019 2018

—B-hE —ZT)NF

HK$’000 HK$'000

TER TET

Within one year £—F 6,487

In the second to fifth years inclusive F_EEENE(AEEEMEF) 20,154

Over five years HBRAF 26,275

52,916

Operating lease payments represent rental payable by the Group for its
office premises, directors” and staffs’ quarters. Leases are negotiated for an
average term of one to ten years with fixed rental.

BEEENREAREEANAE
hE BEERATEZ2ES %
ARReHE AEFHEEST
YA F-ETETE
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For the year ended 31 March 2019 E=—Z—NWEFE=A=+—HILFE

34. RELATED PARTY DISCLOSURE 4 BEALTRE
(@) Related party transactions @ BEALRS
Save as disclosed elsewhere in the consolidated financial statements, during BN AT EHmREMI DT
the year, the Group entered into the following transactions with related HWERAN - F N AN B g B
parties: ATETTFIRS:
2019 2018
“E-hFE ZT-)N\F
HK$°000 HK$'000
TER TET
Purchases from an associate M— KBS R RIETRE 3378
Service fee to an associate M—RBEARAIXNREE -
(b) Key management personnel remuneration b) TEEEAEME
The remuneration of directors of the Company and other members of key NBEHE ARAIEERE
management who have authority and responsibility, directly or indirectly, tWEEXREEENLEER
for planning, directing and controlling the activities of the Group during the 8 EERERNAERRKZ
reporting periods were as follows: FEEBAEBZMEWT
2019 2018
—®-nE —T-N\4
HK$’000 HK$'000
TR THET
Short-term benefits AT 12,252
Post-employment benefits RIREH 90
12,342
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35. PARTICULARS OF PRINCIPAL SUBSIDIARIES

Place of
incorporation/
establishment

R SRR M A

For the year ended 31 March 2019 E—Z—NEFE=A=+—HILFE

5. TEMBLAAFER

Proportion of nominal value
of issued share capital/

(s s el registered capital held by

and operation  share capital/ the Company
HMMREI,/  registered capital AREBHEET  Principal
Name of subsidiary Notes MK BRETRAR RA/SMBRAEE  activities
WEARAR M KEBH R/ EREA Fii 4t & ) IREHR
2019 2018
“E-hE _T-N\F
Directly held subsidiary
HERAWELR
Tack Fiori International BVI US$| [00%  Investment
Group Limited RERUBS XL holding
LR 40 AL
FEAKEAERAA RAZR
Indirectly held subsidiaries
BESENERR
Life Heafthcare Corporate Hong Kong HKSI 100%  Corporate
Services Limited A& | 7T administrative
services
ERITHRS
Real Victor Limited Hong Kong HKSI 100%  Investment
ESBRAT BE | 9l
BEZR
FERE(ER)BE (@ PRC HK$41,200,000 100%  Retai of apparels
BRRA P E 41,2000007%8 7 R =
TF Treasury Activities Limited BVI USSI [00%  Securities trading
RBRAEE XX and investment
Link-Hospital Limited BVI USS| [00%  Investment
RERUKS XL holding
RERR
Link-Hospital International Limited Hong Kong HKSI 100%  Investment
ANABARAT B BT holding
REEKR
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35. PARTICULARS OF PRINCIPAL SUBSIDIARIES OF THE COMPANY

(Continued)
Place of
incorporation/ .
establishment  '$5ued ané fully paid
and operation  share capital/
HMMEI,/  registered capital
Name of subsidiary Notes R K ERTRAR
WEARAR M KEBH BA/ KA
Beijing Life Healthcare Technology (@  PRC US$20,000,000
Company Limited* (*Beijing Llanhe ) i 20,000,000 7T
TREMERBEMEBERA
(MemEM])
Life Heafthcare (Beijing) (b)and PRC RMBI,000,000
Company Limited* (“Life Healthcare”) (c) H AR 1,0000007T
ENIER)BERRERAA (b) &
(ERER) o
Beijing Life Healthcare Clinical (b)and PRC RMB6,000,000
Laboratory Limited* (d) H AR 60000007T
TRENBERBRAERL (b) &
(d)
Guangzhou Life Healthcare Clinical (b)yand PRC RMB6,000,000
Laboratory Linied (@ FE AR 6,000,000
F)Ilaiﬂl LERBERE (b) &
BRA (d)

(Notes d and f) (Pt 5Fd & 1)

Allied Kingdom Holdings Limited
REZRERA

*  For identification purpose only (£ 3% 5
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Hong Kong HK$100
BE 1007 7T

5. FEMBLAAFEE®)

Proportion of nominal value
of issued share capital/
registered capital held by

the Company
ARNFRFECHST  Principal
e ZF/ AR AEE activities
B 4 EE A FEER
2019 2018
“E-RF ZT-N\F
[00%  Healthcare
services
{2 R PR 7
[00%  Healthcare
services
& fz AR 7%
[00% Healthcare
services
& R 7%
[00%  Healthcare
services
f& R 7%
100%  Money lending

business
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35. PARTICULARS OF PRINCIPAL SUBSIDIARIES OF THE COMPANY

ENEEREEEARAST
2019F FERE

Notes to the Consolidated Financial Statements

For the year ended 31 March 2019 HZE =%

(Continued)
Notes:

@

The companies were established as wholly foreign owned enterprise under laws of the
PRC.

The companies were established as limited liability companies under laws of the PRC.

S e

No equity interests of Life Healthcare was held by the Company. 3t 7 32 i & R &
BRI ER A A (the "EFEPR"), a wholly owned subsidiary of the Company,
entered into the VIE Agreements with Life Healthcare and its then shareholders in April
2016. Notwithstanding the lack of equity ownership, through the VIE Agreements, &
FEEBR is able to exercise control over Life Healthcare Group by way of controlling
the voting rights of Life Healthcare, governing their financial and operating policies,
appointing and removing the majority of the members of their controlling authorities,
casting the majority of votes at meeting of such authorities and deriving economic
benefits from Life Healthcare Group. Accordingly, Life Healthcare Group is accounted
for as subsidiaries of the Group since the VIE Agreements signed on 5 April 2016. As all
shareholders of Life Healthcare were contracting parties to the VIE Agreements, 100%
of the financial results of Life Healthcare Group is attributable to the Group.

These companies are subsidiaries owned and controlled by Life Healthcare.

36. APPROVAL OF FINANCIAL STATEMENTS
The financial statements were approved and authorised for issue by the
Board of Directors on 25 September 2019.

*  For identification purpose only {2 {2 % 5

R SRR M A

“NE=ZA=FT—-RALEFE

35. FEMEBLAFEE)

AIREHEDEPIK L BINEE

ZER
Bk

2ERARBREENKLARERE

NG

\

£

ARARYEFAEMBER 2 RE-
“E-RFOEA AR TZ%%I‘HE
AR REMERBERLER QA

FER ) EER B F&,\EE.HTZHﬁ
STSVERE BEREMERAES
%'ﬁLﬂﬂiwm~~éﬂﬁ@

BREHENBRE 2RI EMFHE
MEREE EEHMBREEYRRE
ZARBELEBREBZABHKE
THREBEB 222 LBRRZHFMU
RAEMER S BRRE BN o Bt -
E-T— /\ﬁ@ﬁﬁﬁkaV\EWJu&i
ENERSEEARRB L HEA

B EﬂﬁAﬁﬂ %Z%Hx%i%vm
BRI E ENMBESEZ100%
BREERBNAEE -

¢

MEBES RIEH 2 M

ZRAAE
B -

-

36. #ETKEER

BHERRERZ

—FENA

“tTRHEEE %%ﬁﬁ&&%ﬂ%°
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hEMBHRE
KEY FINANCIAL RESULTS TERREE
2019 2018 2017 2016 2015
“E-nE —F-\f ZT-tf CZF-"F CZF-1f
HK$'000 HK$000 HK$1000 HK$000 HK$000
TEn ThL TAL TAL ThL
Tumover from continuing operations REBEXK E5E 47615 28297 5,114 8,398

Loss for the year from continuing operations ~ HELL ¥ K7 AFEER (93,685) (39.334) (34337) (45333)

Loss for the year from discontinued operations B# |F¥K 7 AEEHR 3717 - - -
Loss for the year AEEBR (97402) (39334) (34337) (45333)
Loss for the year attributable to: WPATREAFERR:
Equity holders of the Company AREEEREA (94242) (37,674) (34337) (45,333)
Non-controlling interest RS (3,160) (1,660) = =
(97,402) (39.334) (34337) (45333)
2019 2018 2017 2016 2015
“E-7E ZT-N\F ZE—+t§f ZT-RF ZT-1F
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TiEn TR TR THET T
Assets and Liabilities BEERGR
Total assets EE#E 420423 390928 86,146 113258
Total liabilities BELE (22582) (15853) (21.331) (10,797)
397,841 375075 64815 102461
Capital and reserves RA Kt
Equity attributable to ATALEEES
— Equity holders of the Company —ARAERRAEA 398,807 374,680 64815 102461
— Non-controlling interest — RS (%66) % - B
397841 375075 64815 102461
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