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

GEM has been established as a market designed to
accommodate companies to which a high investment risk
may be attached. In particular, companies may list on GEM
with neither a track record of profitability nor any obligation
to forecast future profitability. Furthermore, there may be
risks arising out of the emerging nature of companies listed
on GEM and the business sectors or countries in which the
companies operate. Prospective investors should be aware
of the potential risks of investing in such companies and
should make the decision to invest only after due and careful
consideration. The greater risk profile and other characteristics
of GEM mean that it is a market more suited to professional
and other sophisticated investors.

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

The principal means of information dissemination on GEM is
publication on the internet website operated by the Stock
Exchange. Listed companies are not generally required to issue
paid announcements in gazetted newspapers. Accordingly,
prospective investors should note that they need to have
access to the GEM website at www.hkgem.com in order to
obtain up-to-date information on GEM-listed issuers.

The Stock Exchange takes no responsibility for the contents of this
report, makes no representation as to its accuracy or completeness
and expressly disclaims any liability whatsoever for any loss
howsoever arising from on or in reliance upon the whole or any part
of the contents of this report.

This report, for which the directors of New Chinese Medicine
Holdings Limited collectively and individually accept full responsibility,
includes particulars given in compliance with the Rules Governing
the Listing of Securities on the GEM of the Stock Exchange for the
purpose of giving information with regard to New Chinese Medicine
Holdings Limited. The directors, having made all reasonable
enquiries, confirm that, to the best of their knowledge and belief:
(1) the information contained in this report is accurate and complete
in all material respects and not misleading, (2) there are no other
matters the omission of which would make any statement in this
report misleading, and (3) all opinions expressed in this report have
been arrived at after due and careful consideration and are founded
on bases and assumptions that are fair and reasonable.
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CORPORATION INFORMATION X FE&

CORPORATE PROFILE AR

The Company was incorporated in the Cayman Islands on 30 ARBRDR_ZZEEFTA=THREHEHSER
October 2000 as an exempted company with limited liability under ERESRS AR (KE uT) &ﬁﬁﬁiiﬁxgﬁﬁéﬁ
the Companies Law (Revised) of the Cayman Islands. The shares of BRA e ARBIROD IR -_ZEZE-_F=H+tHE
the Company were listed on the GEM of the Stock Exchange on 7 BB T e

March 2002.

BOARD OF DIRECTORS EEg
EXECUTIVE DIRECTORS HTES

Mr. Liu Jing Chairman A REE FE

Mr. Chu Hon Pong Vice Chairman RERBEE FIFE
Mr. Li Heguo Chief Executive Officer MBI & 7THAAH
Mr. An Jinping ZHFRE

Mr. Li Junhong FRREE

Ms. Tong Pui Chi Lucia EmE ME

Mr. Law Kwok Chung BEBEE
NON-EXECUTIVE DIRECTOR FHITES

Dr. Neil Kai Gu BEl AL
INDEPENDENT NON-EXECUTIVE DIRECTORS BYKHTES
Mr. Chu Kar Wing REETE

Dr. Loke Yu (alias Loke Hoi Lam) b g g L

Mr. Ku Ling Yu John EEI@%?EE

COMPANY SECRETARY

DNAWE

Mr. Law Kwok Chung BEBEE
COMPLIANCE OFFICER EmI{E
Ms. Tong Pui Chi Lucia EMZ/NME
QUALIFIED ACCOUNTANT SEREA
Mr. Law Kwok Chung BEBEE
AUTHORIZED REPRESENTATIVES EERE
Ms. Tong Pui Chi Lucia EmE ME
Mr. Law Kwok Chung BEBEE
AUDIT COMMITTEE ERZEES
Dr. Loke Yu (alias Loke Hoi Lam) bR fE L
Mr. Chu Kar Wing 91%:“5%%
Mr. Ku Ling Yu John BEFLEE
REMUNERATION COMMITTEE FMZEES
Ms. Tong Pui Chi Lucia EMZ/NME
Mr. Chu Kar Wing KREREE
Dr. Loke Yu (alias Loke Hoi Lam) BEgMIE L
Mr. Ku Ling Yu John BEELE
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CHAIRMAN'S STATEMENT E£E#H=

On behalf of the board of directors (the “Board”), | am pleased to
present the annual results of the Company and its subsidiaries (the
“Group”) for the year ended 31 March, 2008.

The Group is principally engaged in the trading and sales of
healthcare products. In view of the heavy competitive pressure
in the healthcare products business, the Group recorded loss in
previous years. The Board always researches on and explores to every
investment opportunity to improve the Group’s performance and to
enhance the value of shareholders.

BUSINESS EXPANSION

In financial year of 2007/08, the Board conducted conscientious
study and expound that the funeral services business in the PRC is a
high return sphere with substantial room for expansion. After serious
consideration, the Group will rationally adjust its development
strategy from mainly on trading of healthcare products to expand
and adding in investment in funeral services and management
business in the PRC. The Board believes investment in this area
would help the Group earning considerable long-term return in the
future.

On 18 December 2007, the Group entered into a sale and purchase
agreement with Zhongmin Industry Company Limited (the “Vendor”).
Pursuant to which the Group has agreed to acquire the entire issued
and fully paid share capital of Beijing Zhongmin Anyuan Investment
Company Limited (“Zhongmin Anyuan”) from the Vendor at a cash
consideration of HK$25 million. After completion of the acquisition,
the Group will invest through Zhongmin Anyuan for its business
expansion.

Zhongmin Anyuan, incorporated in the PRC, is an investment and
management company mainly involves in cemetery and funeral
services business in the PRC. Through synergizing funeral service
enterprises in different geographical areas in the mainland,
Zhongmin Anyuan aims at advancing the professionalism of the
business and holding the stake of the trade nationwide. Therefore,
it is to bring into the PRC market contemporary philosophy and
business model of this very unique trade.

BOARD REORGANIZATION

In the financial year, the composition of the Board has been
changed. On 9 October 2007, the Group invited Mr. An Jinping
("Mr. An") to join the Board. Mr. An has over 16 years experience in
formulating policy for funeral business and managing the operations
of the trade. The Group pleased to announce on 21 January 2008
that Mr. Li Heguo has been appointed chief executive officer of the
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CHAIRMAN'S STATEMENT EE#HRE

Group and Mr. Li Junhong has been appointed executive director
of the Group. They have substantial experience in syndicates
administration and management, financial management, merger and
acquisition, and listing and public offer activities.

On behalf of the Group, | would like to welcome these gentlemen.
| believe that, their wealth of experience and expertise will certainly
help strengthen the Group and accomplish our mission ahead.

FUTURE PROSPECT

The financial year of 2007/08 was meaningful to the Group, as the
Board opened a new horizon in the investment and management
of funeral services business in the PRC. The Group will consolidate
quality cemeteries and funeral parlors in the mainland. Through
synergy we are benefited from our subsidiary companies of their
talent management skill and valuable experience. We strive for
striking the balance between promoting the up-to-date etiquette
of the trade and improving business efficiency and investment
returns at the same time. And the Group will keep on exploring
opportunities in the related business.

In procession of healthy business prospect, positive policy and
superiority in human resources, the financial year of 2008/09 shall
be a year of rapid expansion of the Group. And we are full of
confidence in our future development.

APPRECIATION

On behalf of the board, | would like to take this opportunity to
express our sincere gratitude to all our equity holders, customers,
business partners who have been offering their support, confidence
and encouragement to us. Not to mention the great devotion,
diligence and effort of the management and the members of staff
who tirelessly committed themselves in striving for improvements
of the Group. With all these supports remain, we shall continue to
explore means to improve the Group's performance and provide
investment returns to the investors.

Liu Jing
Chairman

Hong Kong, 19 May 2008
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MANAGEMENT DISCUSSION AND ANALYSIS &2 Em &k 24T

BUSINESS AND FINANCIAL REVIEW

For the year ended 31 March 2008, the Group recorded an
audited consolidated turnover of approximately HK$29,776,000,
which represented sales of healthcare products. The turnover for the
year ended 31 March 2007 was approximately HK$14,692,000.

As excluded the equity-settled share-based payments of
approximately HK$9,922,000 (2007: approximately HK$5,824,000),
the operating expenses for the year under review amounted
to approximately HK$6,724,000, representing an increase of
approximately 38% as compared to that of 2007 of approximately
HK$4,875,000. The increase in operating expenses was mainly
caused by professional and legal costs incurred for the bonus
warrants issuance and increase in business activities.

Audited net loss attributable to the equity holders for the year
amounted to approximately HK$13,369,000 as compared to net loss
of approximately HK$6,628,000 in 2007.

PROSPECTS

Following the implementation of new business strategies
and the preparation of ground works for growth by our new
management during the period under review, the business activities
increased at a satisfactory rate. Selling healthcare products has been
our main focus in the past period and is expected to be so in future
as well. We have been consistently approaching leading department
stores, retail chains, hospitals, educational institutions, as well as
medical and health-related associations to promote and distribute
our healthcare products. The increased public awareness of the
Group's healthcare products demonstrates a path of achievement of
the business of the Group for the future.

The Group will carry on participating in various trade shows in
both Hong Kong and various parts of China. We expect that this
will maintain an increase in our products’ public awareness and
bring steady revenue and benefit to the Group. The Group will spare
more time and effort in exploring and developing new business
opportunities to undertake new retail and investment ventures in
order to establish and expand our platform as a base for medical
and health products and services throughout the region. In view
of the continued improvement of the financial health, the Group
will continue to look for other new business opportunities so as
to broaden the revenue stream and provide a good return to the
shareholders.

On the announcement of the Company dated 14 January 2008

and the circular dated 14 April 2008, the Directors have informed
shareholders of the Company that the Company entered into the
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Sale and Purchase Agreement with FREZBR AR (Zhongmin
Industry Company Limited) to acquire the entire issued and fully
paid share capital of It RHRRZEIHZREBR AT (Beijing Zhongmin
Anyuan Investment Company Limited, the “Target Company”) at a
cash consideration of HK$25 million (the “Acquisition”). The Target
Company had entered into eight acquisition agreements with the
respective owners of the Cemetery Companies at an aggregate
consideration of RMB248 million. The Acquisitions, when completed,
will provide the Company an opportunity to enter into the cemetery
related business in the PRC and the Directors believe that this will
improve future return of the Group in the years ahead. Pursuant to
an ordinary resolution passed by the Company’s shareholders at the
extraordinary general meeting on 30 April 2008, the Acquisition was
approved by the Shareholders. Details of the Acquisition were set
out in the Company’s circular dated 14 April 2008.

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL
STRUCTURE

The Group’'s net current assets as at 31 March 2008 were
approximately HK$71,813,000 as compared to net current assets of
approximately HK$15,051,000 as at 31 March 2007. There were no
bank borrowings as at 31 March 2008 (31 March 2007: Nil).

On 27 June 2007, the Company obtained shareholders’
approval at an extraordinary general meeting to create and issue by
way of bonus to the shareholders of the Company warrants (“Bonus
Warrants”) in the proportion of one Bonus Warrant for every five
shares held. A total of 150,427,778 Bonus Warrants were issued
on 29 June 2007 in registered form and each Bonus Warrant will
entitle the holder thereof to subscribe in cash for one share in the
capital of the Company at an initial subscription price of HK$0.60,
subject to adjustment, at any time during the period commencing
on 29 June 2007 and ending on 30 June 2010 (both dates inclusive).
The subscription price was adjusted to HK$0.46 upon completion of
the share subscription on 24 September 2007 as mentioned below.
Details of the above Bonus Warrants issuance were set out in the
Company’s circular dated 8 June 2007.

The Company has entered into subscription agreements dated
13 August 2007 and supplemental agreements dated 16 August
2007 with Chinese People Gas Holdings Company Limited (the
“First Subscriber”) and Mr. Chu Hon Pong (the “Second Subscriber”)
respectively, pursuant to which the Company agreed to allot and
issue, subject to shareholders’ approval, 150,000,000 new shares
at HK$0.20 per share to each of the First Subscriber and the
Second Subscriber. Pursuant to an ordinary resolution passed by the
Company’s shareholders at the extraordinary general meeting on 18
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September 2007, the 300,000,000 subscription shares were issued
on 24 September 2007. The subscription shares rank pari passu in
all respects with other shares then issue. Details of the above share
subscription were set out in the Company’s circular dated 30 August
2007.

Pursuant to the share option scheme adopted by the Company
on 1 February 2002 and a refreshment of the scheme’s mandatory
limit on 8 November 2007 as approved by the shareholders of the
Company, a total of 105,219,106 options have been granted on
16 November 2007 to the Participants to subscribe for a total of
105,219,106 shares of the Company at a price of HK$1.10 per
share. No share options have been exercised by the Participants since
16 November 2007 and up to the date of this report.

The Company has entered into the Placing Agreement on 10
December 2007 and the Supplemental Agreements on 12 December
2007 with the Placing Agent for placing, on a best effort basis,
of an aggregate of up to 400,000,000 new Shares in six separate
tranches upon which (a) a maximum of 100,000,000 new Shares at
HK$1.00 per Placing Share will be placed under the Tranche I; and
(b) a maximum of 60,000,000 new Shares at HK$1.00 per Placing
Share will be placed in each of the other five tranches. The Placing
Shares to be issued, when fully paid, will rank, upon issue, pari
passu in all respects with the existing issued Shares. Pursuant to an
ordinary resolution passed by the Company's Shareholders at the
extraordinary general meeting on 31 January 2008, the allotment
and issue of the Placing Shares was approved by the Shareholders.
Details of the above share placing were set out in the Company’s
circular dated 7 January 2008. The Company has further entered
into the Second Supplemental Agreement on 3 April 2008 with the
Placing Agent to extend the completion of the Placing Agreement
(the "Extension”) for another three months from the date of
passing of relevant resolution by the Shareholders. Pursuant to an
ordinary resolution passed by the Company's shareholders at the
extraordinary general meeting on 30 April 2008, the Extension was
approved by the Shareholders. Details of the Extension were set out
in the Company’s circular dated 14 April 2008.

GEARING RATIO

As at 31 March 2008, the Group's gearing ratio, being the
ratio of total liabilities to total assets, was approximately 2% (2007:
approximately 25%).

FOREIGN EXCHANGE EXPOSURE

The Group mainly earns revenue and incurs costs in Hong Kong
Dollars and considers that the impact of foreign exchange exposure
of the Group is minimal.
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CHARGE OF GROUP ASSETS
As at 31 March 2008, the Group did not have any material
charge on assets (2007: Nil).

SIGNIFICANT INVESTMENTS
Except for the Acquisition as mentioned above, the Group had
no significant investments during the year.

MATERIAL ACQUISITIONS AND DISPOSALS
Except for the Acquisition as mentioned above, the Group had
no material acquisitions or disposals during the year under review.

EMPLOYEE INFORMATION

As at 31 March 2008, the Group employed a total of 7 (31
March 2007: 4) full-time employees in Hong Kong. During the year
ended 31 March 2008, the total staff costs, including directors’
emoluments and equity-settled share-based payments, amounted to
approximately HK$5,843,000 (2007 approximately HK$7,858,000).
The Group remunerates its employees based on their performance,
qualification, experience and the prevailing industry practice. Some
directors waived their remuneration for the year ended 31 March
2008.

CONTINGENT LIABILITIES
As at 31 March 2008, the Group did not have any material
contingent liabilities (2007: Nil).

COMMITMENTS
(a) Operating lease commitments

As at 31 March 2008, the Group had commitment for future
minimum lease payments under non-cancelable operating lease
which fall due as follows:

SEEERR
RIZFZNF=ZA=1t—H AEELEEIM
BREEAR(ZTZTLHE 8 -

BEARE
R EXRRZWEEEI  RAFE - KEE
TEETAEARE -

BEABBRHE
R EXRERZWEFEEN REBEFER &
SETESAUBERHE -

EEER

RZBEENF=ZA=+—H  X&EBEHFBAS
HERIZ (ZEZELF=-A=1T—8: 4%)%%
EE -BEZZTTN\F-A=T—HLEFER"
IRALE (REESHE kAR Et#ﬁ:ﬁxzu
Win BERE 23 4955,843,0008 T (ZEF
F: 49/57,858,0008 L) - AEBREAEEE K
FMORBRERE RS BRF BRREITEEMN®
T BHEENBEE-_ZETNF=ZA=+—HILE
FERUESEZHE -

FREE
RIZZNF=ZA=1+—0 AEELEEM
BRAIREBBE(ZZTLFH) -

EE
(a) BEHEEE

RZZBZNF=ZA=+—0 AREREA
BMEEeRIMAZARRERSREALEZF
MU

2008 2007

ZEEN\E ZTTLF

HK$'000 HK$'000

FTET T

Within 1 year —5R" 12 130
In the second to fifth years inclusive E_ZERF (BEEEWSF) - 23
12 153

The operating lease relates to warehouse facilities for a term of
two years from 5 June 2006 to 4 June 2008 at a monthly rental of
HK$10,800.

REMOBBNERRE  FHH_TTRF
NARBZEZZEENFANMBANRE - AR
10,8007 7T °
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(b) Capital commitments (b) BEREE
As at 31 March 2008, the capital commitments of the Group RZBEZNF=ZF=F+—8H " *RUEBRER
outstanding not provided for in the financial statements are as BEsAEERNKREN 2EREENT
follows:
2008 2007
—BENF —ZTLEF
HK$'000 HK$'000
FTER FAET
Acquisition of subsidiary contracted for WENB AR (BRT4) 25,000 -
Deposit paid [EENEEEn (15,000) -
10,000 -
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EXECUTIVE DIRECTORS

Mr. Liu Jing, aged 47, is the chairman of the Group. Mr. Liu
is responsible for overseeing the formulation of corporate strategy
of the Group. Mr. Liu joined the Group on 21 January 2008. Mr. Liu
holds an international Executive Master of Business Administration
degree from the Peking University. He is currently the Chairman of
the Zhongmin group, the Publisher of China Philanthropy Times (A%
i5¥R), the Vice President of the China Association of Social Worker,
the Standing Vice Chairman of the China Committee of Corporate
Citizenship and the Vice Chairman of Lottery Committee. Mr. Liu
has been working in the Ministry of Civil Affairs of the People’s
Republic of China for over 26 years, during which he held duties in
various departments, including the General Office, the City Welfare
Department, Central and Public Welfare Department (F#&2 &), the
Government Offices Administration, and the Press Department. He
has over 16 years experience in operational management, of which
over 12 years involving in top management for large enterprises.
Mr. Liu has substantial experience in investment, media, sales and
marketing, import and export trade, real estate development, project
management and tourism.

Mr. Chu Hon Pong, aged 58, is the vice chairman of the Group.
Mr. Chu is responsible for overseeing the formulation of corporate
strategy of the Group. Mr. Chu joined the Group on 9 October
2007. Mr. Chu holds a Master Degree of Business Administration
from Stevens Institute of Technology in New Jersey, the United
States of America. He is the Chairman of American Dream Parks
& Entertainment Group. His businesses covered land and property
development and trade of petroleum in the Greater China. He has
over 30 years' experience in direct investment, international trade,
manufacturing, business and industrial management in the Greater
China, Vietnam and the United States of America. He has been
the personal assistant to Mr. Robert Miller, the Chairman of Search
Investment Holdings Limited and was designated as Chief Executive
Officer and Chairman to a listed Company and certain corporations
in Hong Kong and PRC. In the early 80's, he was engaged in
business in Mainland China and was appointed as the factory
manager in a joint venture steel factory, namely Sino Master Steel
Company Limited, in Shenzhen, PRC. In the 90’s, he was the founder
of Vietnam Duty Free Industry.

HITES

BIREL  BFATH RASEZEE - 8%
AREEEAGECERBZHE - BIRER
ZENF-A-+-HMBAEE-ZELERE
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BREATREEESRR  RaER®RER DB
EIREMGRISER CEXARZBEGEKAS
EERFEIFZEGRIGR B RARFEAR
HMBERKDERB26F - TREBPLDE - W
mEMNE - FREAR BEEKEEER  WMULEH
F-2ltERNEEeEBRABRI6F &R A
NEULEERBCERSERRE - BIRERK
B -BE mEEHE ELOES BHERE .
ERERRRERS T HAREELS -

REBRE ST BRAKEZEITRE - K%
TREEEASECERBZHE REERZ
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FEAMEF X ET Bz THERBRLT S -
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BRERHE RHAERESSTEB RALER
B X HEBRIGBB=TF AZE
WIREE BREZREEREER -RALEE
ERRERERAABRDAD R EZREHE -
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PEHRERE RESEET BRENGEER
EEETE - NSOFRIH - RELGHERYIE
NEXMAMBE - ROFR - RABBHEREH
EEBEZIRAIA -
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Mr. Li Heguo, aged 42, is the Chief Executive Officer of
the Group. Mr. Li is responsible for the overall management and
business operations of the group. Mr. Li joined the Group on 9
October 2007. Mr. Li holds a Bachelor Degree and a Master Degree
in Economic from Peking University. Mr. Li was the President and
General Manager of Beijing Heng-Feng Real Estate Development
Company Limited, the Secretary to General Manager of the China
Bo-An Group, the General Manager of Beijing Enterprises Company
Limited of the China Bo-An Group of Companies and Lecturer of
the International Economic in Peking University. He has wealthy
experience in land and real estate development and management of
syndicates.

Mr. An Jinping, aged 59, is the executive director of the Group.
Mr. An is responsible for the Group’s strategic planning. Mr. An
joined the Group on 9 October 2007. Mr. An was the Funeral Affairs
Officer of the Social Affairs Department of Ministry of Civil Affairs
of the People’s Republic of China and Vice President and General
Secretary of the China Funeral Association. He was the Secretary of
the Social Force Company of the Chinese People’s Liberation Army
and Assistant Political Administrator of the Headquarter of Technical
Reconnaissance Squadron, Beijing Military Area Command. He has
substantial experience in formulating policy for funeral business for
the country and managing the operations of the trade.

Mr. Li Junhong, aged 41, is the executive director of the
Group. Mr. Li is responsible for the Group’s financial control and
accounting functions. Mr. Li joined the Group on 21 January 2008.
Mr. Li holds a Bachelor degree in Accounting from Central University
of Finance and Economics and an international Executive Master
of Business Administration degree from the Peking University. Mr.
Li has over 18 years experience in auditing, accounting, merger
and acquisition consultancy and management consultancy with
international and local accountants firms and private companies. He
was a partner in Tin Wah CPAs in Beijing. He had also involved in
several engagements on the IPO of H-Shares of China enterprises.
Mr. Li is @ member of The Chinese Institute of Certified Public
Accountants. He has extensive experience in financial management,
administration and management in senior level, merger and
acquisition, and listing and public offer activities.
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Ms. Tong Pui Chi Lucia, aged 44, is the executive director
of the Group. Ms. Tong is responsible for the business; sales and
marketing operations of the Group. Ms. Tong joined the Group
on 22 July 2005. Ms. Tong is the chairlady of the remuneration
committee of the Company. Ms. Tong is experienced in management
and business development both in Hong Kong and overseas. Ms.
Tong has been engaged in the tourist-retailing industry for over 10
years which include the supervision of various investment projects
such as the operation of the Duty Free Shops. She will be responsible
for research and development in Chinese medicine, health and skin-
care products as well as new investment opportunities.

Mr. Law Kwok Chung, aged 50, is the executive director of the
Group. Mr. Law is responsible for the Group’s financial control and
accounting functions. Mr. Law joined the Group on 31 August 2005
and had been appointed executive director on 21 January 2008.
Mr. Law is the Company Secretary and Qualified Accountant of the
Company. Mr. Law holds a Bachelor degree in Commerce and a
Master degree of Business Administration. Mr. Law has over 20 years
of experience in accounting, auditing and finance for private and
public companies in investment, medical and healthcare, construction
and manufacturing industries in Hong Kong and overseas. He is
an associate member of Hong Kong Institute of Certified Public
Accountants and The Institute of Chartered Accountants in England
and Wales.

NON-EXECUTIVE DIRECTOR

Dr. Neil Kai Gu, aged 47, was appointed as non-executive
director on 21 January 2008. Dr. Gu is CEO and member of the
Board of Director at CASI Foundation, brings a wealth of knowledge
and passion to the organization and to CASI’s families. His desire
for positively impacting the lives of adoptive families and orphaned
children worldwide prompted his interest in humanitarian endeavors.
One of Dr. Gu's greatest contributions is his significant business
knowledge and experience in Asian affairs and his close working
relationships with many of its top officials. In addition to his work
with CASI, he is currently the Chairman/CEO of JinGu Group USA
LLC, an international investment company, also the CEO of Boise,
Idaho based business consulting firm Lucky Star International LLC,
Co-founder of CASI Investment Holding Limited in Hong Kong and
a visiting professor at Boise State University in Boise, Idaho. Dr.
Gu holds a Master degree from Brigham Young University and a
Doctor of Musical Arts and Education degree from the University of
Hartford. He spent twenty years as a professor of music in his life. In
addition to his vast experience in the international business arena,
he is also a world-renowned violist.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Chu Kar Wing, aged 51, was appointed as independent
non-executive director on 6 October 2004. Mr. Chu graduated from
the Chinese University of Hong Kong with a degree in Social Science
in 1979. He has over 20 years of experience in the banking industry
and commerce. He is currently Executive Vice President of Visiontech
International Holdings Limited and Vice President of EPI (Holdings)
Limited. Mr. Chu also served as independent non-executive director
of two Hong Kong listed companies, namely Emperor Entertainment
Group Limited and China Power New Energy Development Company
Limited.

Dr. Loke Yu (alias Loke Hoi Lam), aged 58, was appointed as
an independent non-executive director and chairman of the audit
committee of the Company on 6 October 2004. Dr. Loke has over
30 years of experience in accounting and auditing for private and
public companies, financial consultancy and corporate management.
He holds a Master of Business Administration degree from Universiti
Teknologi Malaysia and a Doctor of Business Administration degree
from University of South Australia. He is a Fellow of The Institute of
Chartered Accountants in England and Wales; Hong Kong Institute
of Certified Public Accountants; and the Hong Kong Institute of
Directors. He is also an Associate member of the Hong Kong Institute
of Chartered Secretaries and a member of the Malaysian Institute of
Accountants. He is the Qualified Accountant and Company Secretary
of Minth Group Limited and also serves as an independent non-
executive director of several companies listed on the Stock Exchange
of Hong Kong Limited.

Mr. Ku Ling Yu, John, aged 60, was appointed as an
independent non-executive director on 20 July 2005. Mr. Ku is a
practising solicitor and Notary Public in the Hong Kong Special
Administrative Region. Mr. Ku is also qualified to practise as a
solicitor in England and Wales, and in Victoria, Australia. Mr. Ku
served firstly as a non-executive director and later as an executive
director of Magician Industries (Holdings) Limited during the period
from June 2000 to March 2005.
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OVERVIEW

The board of directors (the “Board”) of the Company is pleased
to present this Corporate Governance Report in the annual report
for the year ended 31 March 2008.

It is always a key concern of the Company to have high
standards of corporate governance. It is important because the Board
believes that good quality corporate governance would assist the
management to monitor the Company’s business activities effectively
and thus equity holders’ interests will be well protected.

The Board will discuss the code provisions set out in the Code
on Corporate Governance Practices (the "CG Code”) contained
in Appendix 15 of the GEM Listing Rules and the Company’s
compliance and deviations throughout the year ended 31 March
2008.

SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted a code of conduct regarding
Directors’ securities transactions on terms no less exacting than the
required standard of dealing as set out in Rules 5.48 to 5.67 of the
GEM Listing Rules. Having made specific enquiry of all Directors, the
Directors have complied with such code of conduct and the required
standard of dealings throughout the year ended 31 March 2008.

THE BOARD

The Board is responsible for leadership and control of the
Company and is collectively responsible for promoting the success
of the Company by directing and supervising its affairs. All Directors
should take decisions objectively in the interests of the Company.

The Board currently comprises 11 members, consisting of
seven executive directors, one non-executive director and three
independent non-executive directors. Ms. Tong Pui Chi Lucia served
as executive director for the whole year ended 31 March 2008. Mr.
Chu Hon Pong, Mr. Li Heguo and Mr. An Jinping were appointed as
executive directors on 9 October 2007. Mr. Liu Jing, Mr. Li Junhong
and Mr. Law Kwok Chung were appointed as executive directors on
21 January 2008. Dr. Neil Kai Gu was appointed as non-executive
director on 21 January 2008. Mr. Chu Kar Wing, Dr. Loke Yu (alias
Loke Hoi Lam) and Mr. Ku Ling Yu John served as independent non-
executive directors for the whole year ended 31 March 2008.

The Board meets at least four times a year to review the
financial and operating performance of the Group.
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There were 25 Board meetings held for the year ended 31 BE_ZZ N \F=-A=T-BLEFERTT
March 2008. Individual attendance of each Board member at these WRAELZEEZ SEFENELFZERREL
meetings is as follows: BRAT
Attend/
Eligible to attend
HERE
Name of Directors BEsps HEERLEREZRE
Executive directors BITES
Mr. Liu Jing AL 112
Mr. Chu Hon Pong REREE 12/13
Mr. Li Heguo FME % E 1/8
Mr. An Jinping BT RE 1/8
Mr. Li Junhong FEERE 12
Ms. Tong Pui Chi Lucia EMZNE 22/23
Mr. Law Kwok Chung BEALE 6/6
Mr. Wong Chun Keung iRk 9/12
Mr. Wong Mo Wah Gordon TRESE 14/16
Mr. Fung Cheuk Nang Clement BEERE 4/5
Mr. Ng Tin Shui RRELHE 0/5
Non-executive director FHITES
Dr. Neil Kai Gu Esl kgt 172
Independent non-executive directors BYFHTES
Mr. Chu Kar Wing REETE 9/12
Dr. Loke Yu (alias Loke Hoi Lam) b g miE L 12/12
Mr. Ku Ling Yu John BEGLEE 12/12

In compliance with Rules 5.01 and 5.02 of the GEM Listing
Rules in regarding to independent non-executive directors (the
“INED(s)"), the Company has currently three INEDs, namely Mr.
Chu Kar Wing, Dr. Loke Yu (alias Loke Hoi Lam) and Mr. Ku Ling Yu
John. Dr. Loke has the appropriate accounting expertise. These INEDs
can help the management to formulate the Group’s development
strategies, ensure the Board prepares its financial and other
mandatory reports in strict compliance with required standards,
and ensure the Company maintains appropriate system to protect
the interests of the Company and its equity holders. The Board has
received the annual confirmation in respect of their independence
from each of the INEDs, and believes that their independence is in
compliance with the GEM Listing Rules at the date of this annual
report.
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DISTINCTIVE ROLES OF CHAIRMAN AND CHIEF
EXECUTIVE OFFICER

Under the CG Code, the roles of chairman and chief executive
officer should be separated and should not be performed by
the same individual. The division of responsibilities between the
chairman and chief executive officer should be clearly established
and set out in writing.

Mr. Liu Jing is the chairman of the Company who is responsible
for managing the Board and overseeing the formulation of corporate
strategy of the Group. Mr. Li Heguo is the chief executive officer of
the Company who is responsible for the overall management and
business operations of the Group.

APPOINTMENT AND RE-ELECTION OF DIRECTORS
The CG Code 4.1 stipulates that non-executive directors should
be appointed for a specific term, subject to re-election.

All the non-executive directors of the Company have entered
into service agreement with the Company which shall expire on 30
June 2011.

The CG Code 4.2 stipulates that every director, including those
appointed for a specific term, should be subject to retirement by
rotation at least once every three years.

Article 87 of the articles of association of the Company required
that every director of the Company shall be subject to retirement by
rotation at least once every three years.

IRRTRARZTRASR

REGEEARTH  IRRITRAHZABE
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AUDIT COMMITTEE

An audit committee was established with written terms of
reference in compliance with the relevant GEM Listing Rules.
There are three members in the audit committee comprising three
independent non-executive directors, namely, Mr. Chu Kar Wing,
Dr. Loke Yu (alias Loke Hoi Lam) and Mr. Ku Ling Yu John. Dr.
Loke Yu (alias Loke Hoi Lam) being the Chairman of the Audit
Committee. The primary duties of the audit committee are to review
the Company’s annual report and accounts, half-yearly report and
quarterly reports and to provide advices and comments thereon to
the Board. The audit committee meets at least four times a year
with management to review the accounting principles and practices
adopted by the Group and to discuss audit findings, internal control
and financial reporting matters. The audit committee met five times
during the year ended 31 March 2008, individual attendance of each
committee member at these meetings is as follows:

ENEES
ARAEREAFER ETRR 2B BEHREK
V-BEEZZES YNEEIHEEERE - F
REBEM=-ZKEBAK BRI BN
EERRRELE BEMBLRERELELE -EE
MELREREZBEQZIR -EREZBEZIE
BEREHARAZFHRLER FFEHER
FERE  URUMNEFSRHRENER - FX
ZEE HFRIVAEEERITNAEE  Uins
ASEREAN G RAURED FHRBELSE
R AREEIMBEREEE -RNEE_FTT/N\F
A=+ HLEFER BERZEEHTTAR
eF SZEGNBHEZFERZBERNOT

Attend/

Eligible to attend

HERY,

Committee members ZE8HE HEEREE 2R
Independent non-executive directors BUFHTES

Dr. Loke Yu (alias Loke Hoi Lam) B g MR TE L 5/5

Mr. Chu Kar Wing REERE 4/5

Mr. Ku Ling Yu John BREELE 5/5

The Group’s audited consolidated results for the year ended 31
March 2008 have been reviewed by the audit committee.

REMUNERATION COMMITTEE

A Remuneration Committee has been established with written
terms of reference in accordance with the requirements of the CG
Code. The Remuneration Committee comprises three independent
non-executive directors, namely Mr. Chu Kar Wing, Dr. Loke Yu
(alias Loke Hoi Lam) and Mr. Ku Ling Yu John, and one executive
director Ms. Tong Pui Chi Lucia. Ms. Tong Pui Chi Lucia being
the Chairperson of the Remuneration Committee. The principal
responsibilities of the Remuneration Committee include making
recommendations to the Board on the Company’s policy, and
structure for remuneration of all Directors and senior management,
and reviewing the specific remuneration packages of all executive
Directors and senior management by reference to corporate goals
and objectives resolved by the Board from time to time.
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During the year under review, the Remuneration Committee
held three meetings and the attendance record is set out below:

Committee members

Executive director
Ms. Tong Pui Chi Lucia

Independent non-executive directors
Mr. Chu Kar Wing

Dr. Loke Yu (alias Loke Hoi Lam)

Mr. Ku Ling Yu John

REMUNERATION OF THE AUDITORS

For the year ended 31 March 2008, the Audit Committee had
reviewed the performance of Messrs. NCN CPA Limited (“NCN") as
the external auditors of the Company and proposed to re-appoint
NCN as the external auditors. The auditors’ remuneration for the
year ended 31 March 2008 is HK$200,000 (2007: HK$300,000).

RESPONSIBILITY FOR PREPARATION OF THE ACCOUNTS

The Directors acknowledge their responsibility for preparing
of the financial statements of the Group. In preparing the
financial statements, the Hong Kong Accounting Standards have
been adopted and appropriate accounting policies have been
applied consistently. The Directors are not aware of any material
uncertainties or events which may have a significant impact on the
Company’s ability to operate as a going concern. Accordingly, the
Directors had prepared the financial statements of the Company on
a going concern basis. The responsibility of the auditors is set out in
the “Independent Auditors Report” in this annual report.

INTERNAL CONTROL

The Directors have overall responsibility for the establishment,
maintenance and review of the Group’s system of internal control.
For the year ended 31 March 2008, the Directors periodically
reviewed its internal control system to ensure its effectiveness
and adequacy, which embraced financial, operational and risk
management control.

COMMUNICATION WITH EQUITY HOLDERS

The Directors will meet with the Company’s equity holders and
answer enquires raised by them in the annual and special general
meetings.

REBFERN FMEEERTT-AEE
EE@ZHﬂFﬁE&ﬁQDT-
Attend/
Eligible to attend
HERE
ZEEHE HEERBREZRE
HITES
BEWZ /N E 3/3
BUFHITES
KELRRE 3/3
e ME LT 3/3
BIEFLAE 3/3
REEME
HE-_TTZ)N\FZAZ+-HLEFE EFZ
ZECERIERSITMEBERAR ([1EH])

EBARAINBREMZRR YREEBREH
B BREM -BE_TTNEFZA=+—HL
FE 2 ZEENE A200,0008 L (Z 2T L&
300,000/ 7T) °
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The directors present their annual report and the audited
financial statements for the year ended 31 March 2008.

PRINCIPAL ACTIVIES

The Company is an investment holding company. The Group
is principally engaged in the sales of healthcare products in Hong
Kong. The activities of its principal subsidiaries are set out in note 32
to the financial statements.

RESULTS AND DIVIDEND
The results of the Group for the year ended 31 March 2008 are
set out on the consolidated income statement on page 29.

No interim dividend was declared for the year ended 31 March
2008 (2007: Nil).

The directors do not recommend the payment of a final dividend
for the year ended 31 March 2008 (2007: Nil).

FINANCIAL SUMMARY

A financial summary of the published results, assets, liabilities
and minority interests of the Group for the last five financial years
and reclassified as appropriated, is set out on page 88. This summary
does not form part of the audited financial statements.

RESERVES

Details of movements in the reserves of the Company and
the Group during the year are set out in note 22 to the financial
statements and in the consolidated statement of changes in equity,
respectively.

SHARE CAPITAL AND SHARE OPTIONS
Details of the Company’s share capital are set out in note 21 to
the financial statements.

Pursuant to the share option scheme adopted by the Company
on 1 February 2002 and a refreshment of the scheme’s mandatory
limit on 8 November 2007 as approved by the shareholders of the
Company, a total of 105,219,106 options have been granted on
16 November 2007 to the Participants to subscribe for a total of
105,219,106 shares of the Company at a price of HK$1.10 per
share. No share options have been exercised by the Participants
since 16 November 2007 and up to the date of this report. Details
of the Company’s share option scheme are set out in note 27 to the
financial statements.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of
the Group during the year are set out in note 13 to the financial
statements.
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DIRECTORS
The directors of the Company during the year and up to the
date of this report were:

Executive directors:
Mr. Liu Jing Chairman

(appointed on 21 January 2008)
Mr. Chu Hon Pong Vice Chairman

(appointed on 9 October 2007)
Mr. Li Heguo Chief Executive Officer

(appointed on 9 October 2007)
Mr. An Jinping

(appointed on 9 October 2007)
Mr. Li Junhong

(appointed on 21 January 2008)
Ms. Tong Pui Chi Lucia
Mr. Law Kwok Chung

(appointed on 21 January 2008)
Mr. Wong Chun Keung

(resigned on 21 January 2008)
Mr. Wong Mo Wah Gordon

(resigned on 21 January 2008)
Mr. Fung Cheuk Nang Clement

(resigned on 9 October 2007)
Mr. Ng Tin Shui

(resigned on 9 October 2007)

Non-executive director
Dr. Neil Kai Gu
(appointed on 21 January 2008)

Independent non-executive directors
Mr. Chu Kar Wing

Dr. Loke Yu (alias Loke Hoi Lam)

Mr. Ku Ling Yu John

In accordance with the provisions of the Company’s Articles
of Association, Mr. Liu Jing, Mr. Chu Hon Pong, Mr. Li Heguo, Mr.
An Jinping, Mr. Li Junhong, Mr. Law Kwok Chung, Dr. Neil Kai Gu
and Dr. Loke Hoi Lam will retire at the forthcoming annual general
meeting and, being eligible, offer themselves for re-election.
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DIRECTORS’ SERVICE CONTRACTS

Each of the executive directors has entered into a service
agreement with the Company for an initial term of three years which
will continue thereafter until terminated by either party by giving
to the other not less than three months prior written notice. The
non-executive director has entered into a service agreement with
the Company which shall expire on 30 June 2011. The agreement
may be terminated by either party by giving to the other not less
than one month prior written notice. Each of the independent non-
executive directors has entered into a service agreement with the
Company which shall expire on 30 June 2011. The agreement may
be terminated by either party by giving to the other not less than
one month prior written notice.

DIRECTORS’ INTERESTS IN CONTRACTS OF SIGNIFICANCE

Save as disclosed in the "Directors’ Service Contracts” and the
“Continuing Connected Transactions”, no contracts of significance
to which the Company or any of its subsidiaries was a party and in
which a director of the Company had a material interest, whether
directly or indirectly, subsisted at the end of the year or at any time
during the year.

DIRECTORS’ AND CHIEF EXECUTIVES' INTERESTS IN
SECURITIES

As at 31 March 2008, the interests and short positions of
the directors and chief executive of the Company in the shares,
underlying shares and debentures of the Company or any of its
associated corporation (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFO")) which were required to
be notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests or short
positions which they were taken or deemed to have under such
provisions of the SFO) or as recorded in the register required to be
kept by the Company under Section 352 of the SFO or otherwise
notified to the Company and the Stock Exchange pursuant to the
minimum standards of dealings by directors as referred to in Rule
5.46 of the GEM Listing Rules were as follows:

(1) Long positions in the shares of the Company

EERBEEN
ERTESHEARRFLRBHE 055
M=% Be#BtREEEP-—TTRE— 1%L
TOR=ZEAZREEABAKILERL - FFHT
EECDHAARANIRBHE SR _T——F
NAZtRER -ZBHBEAAEAN—-TRAR—7
EHAAOR—EAZEBAMALL - ZBILIEH
TEFELRARATLIREHE HR_-FT——
FENAZTHER ZBEAUEA-—TAS—
HEEAPR—EAZEBAMA L -

EESREARGHZESR
BRIEEZRBEANIRIHEBER S| K
BEN ARRZEEMMBARGES2 AT
ARBEFERIREREEARZANAEE
EREEXAFETMABEMAERIERNEGD -

EERTHARRES 2R

RZBENF=ZA=1+—0 ARAEFRkT
BRESBEEREEFLAEHRI ([EFEHFRBEHF
fil]) EXVER 2 BTN 58D B A A G AN ) J B K
Frz A RBSREEMEREE (EEREFRTE
BRI EXVED) Z Bt~ MAREAR (7 K (8 77 2 #2a Bk
B(BRREESFLMEHRIABABEXNEREF
FRERB 2 RAIAR) IRBEFLBERK
PlE352R A AR R A ARFE 2 ERM - IRIE
BIEREMRAESABHEMEETETERE 2 &K
REBHEARADARERA 2 BAIORBMT

(1) RERARGZER

Interest in the

Type Number of Company'’s

Name of directors of interest shares share capital

RAERATZ

EBpsE Rz R RHEE R R

Mr. Chu Hon Pong Personal 155,150,967 14.73%
RERBEAE fEA

Ms. Tong Pui Chi Lucia Personal 1,300,000 0.12%
EMZ/NE fEA

Mr. Law Kwok Chung Personal 300,000 0.03%
BRI REAE fEA
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(2) Long positions in the underlying shares of the
Company

(a)

Warrants

Name of directors

EEns

Mr. Chu Hon Pong
REARLE

Mr. An Jinping
RIRFELE

Mr. Li Heguo
FHELE

Mr. Li Junhong
FERERE

Ms. Tong Pui Chi Lucia
EmZ/ A

Mr. Law Kwok Chung
BERSE

Share Options

Date of grant

Name of Directors

£33

Mr. Li Heguo
FHEKE

Ms. Tong Pui Chi Lucia
ERmZIME

Mr. Chu Kar Wing
REREE

Dr. Loke Hoi Lam
BEgmEL

Mr. Ku Ling Yu John
ERRLLE

of share options

BRE
RiB 8

16/11/2007
16/11/2007
16/11/2007
16/11/2007

16/11/2007

Exercise Outstanding

price
per share

Bk
TEE
HK$
oy

as at
01/04/2007
R

= s
mA-H
HARTE

(2 RELABBROZ2HE

Type
of interest

R E R

Personal

& A

Personal

& A

Personal

& A

Personal

& A

Personal

& A

Personal

& A

Granted
during
the year

RER
R

7,500,000
7,500,000
1,000,000
1,000,000

1,000,000

(a) RIxHER
Number of shares
entitled pursuant to
the full exercise of the
warrants held as at
31 March 2008
RZEBNF
=Z=A=+—H
BETEIREERE
MERZROHA

730,434
1,304,347
1,304,347
1,304,347

339,130

78,260

(b) MBRE

Lapsed/
cancelled Outstanding
during as at
the year 31/03/2008
#
“EENE
RERNZA=1-H
RY/EH HAOR

Exercised
during
the year

Expiry
date

RER

(L RS

7,500,000  16/11/2010
7,500,000  16/11/2010
1,000,000  16/11/2010
1,000,000 16/11/2010

1,000,000 16/11/2010
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Save as disclosed above, as at 31 March 2008, none of the
directors nor the chief executive of the Company had any interests
or short positions in any shares, underlying shares or debentures
of the Company or any of its associated corporation (within the
meaning of Part XV of the SFO) which were required to be notified
to the Company and the Stock Exchange pursuant to Divisions 7 and
8 of Part XV of the SFO (including interests or short positions which
they were taken or deemed to have under such provisions of the
SFO), or which were required to be recorded in the register kept by
the Company under Section 352 of the SFO, or otherwise notified to
the Company and the Stock Exchange pursuant to Rule 5.46 of the
GEM Listing Rules.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed in the “Directors’ and Chief Executives’
Interests In Securities” above, at no time during the reporting
period was the Company, or any of its subsidiaries a party to any
arrangements to enable the directors of the Company to acquire
benefits by means of the acquisition of shares in, or debt securities,
including debentures, of the Company or any other body corporate,
and none of the directors or their spouses or children under the age
of 18, had any right to subscribe for the securities of the Company,
or had exercised any such right.

SUBSTANTIAL SHAREHOLDERS

As at 31 March 2008, the interests and short positions of
persons in the shares and underlying shares of the Company which
would fall to be disclosed to the Company under the provisions
of Divisions 2 and 3 of Part XV of the SFO or, who is, directly or
indirectly, interested in 5% or more of the nominal value of any
class of share capital carrying rights to vote on all circumstances at
general meetings of any other members of the Group, or substantial
shareholders as recorded in the register required to be kept by the
Company under Section 336 of the SFO were as follows:

(1) Long positions in the shares of the Company

L

Name of shareholder

Excel Point Holdings Limited
Mr. Chu Hon Pong
Mr. Mo Shikang
("Mr. Mo”, Note)
Asian Allied Limited
("Asian Allied”, Note)
Super Win Development Limited
(“Super Win", Note)
Chinese People Holdings Company Limited
(“Chinese People”, Note)

KEARE
BtRELE

Asian Allied Limited

PRERERRA
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Excel Point Holdings Limited

([RA£] W)
([Asian Allied J + H13t)
Super Win Development Limited

([ Super Win | - ff3t)

([FRER]  Hit)

BREXHEEEN R_EENF=ZA=1—
A ARAEZFRTHARYEREREESR
HMERPIFEXVEE 2 ETR F8D B AME AR E K
B AR RIS EMEAAEZEE (TR REHFR
B RDIEXVER) 2 Bt~ HER D R EH 2 EM
BaEgRR (BRRIEES LBMEHDIA B HRUK
EREFIRIEABZEDIONR)  IREBEEF
FEEIGPIEIS2EAL AR RRIRRFZETM
FARFRIFRAR LR BIE5.4616R NG A A B K
R EHIKE

ESWEROES 2EF

BRREXEERTRAHRE S 2w
REEI RBEHER - ARALEERHER
AMESETVENRHE REARAESAHE
WEARBREMEMEABR RN XEHZE
Z(BREF) MEN MEEFAWNFIEBR
TABATZ FRBEFEENIRBARRE
HZEN > HABITEEFZEERN -

FTERR

R_ZEZENF=A=1+—B HEREES
REAE GBI EXVER 2 B2 % F357 #h R [ A 1 B
BARAZARRRD RABBRD 2 S RAR -
FERAMERABUIRAEEEMEMKE AT
ZERREZ—JERTHSRFENZERR
BIBA 2 F{ES% A L2 Bamz AL iREE
7 R IR H336MH M EARRARE B LM
Preose TERRMT

(1) REDARBZHER

Approximate

Direct/ percentage of

indirect interest shareholding
B MEED EREAEAL
354,980,000 33.71%
155,150,967 14.73%
150,000,000 14.24%
150,000,000 14.24%
150,000,000 14.24%
150,000,000 14.24%
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Note:

As Chinese People is a subsidiary of Super Win, Super Win is
deemed to have interest in the ordinary shares of the Company
(the “Shares”) held by Chinese People for the purpose of the SFO.
For the purpose of SFO, Asian Allied is deemed to have interest
in the Shares held by Super Win and Mr. Mo is deemed to have
interest in the shares held by Asian Allied.

(2) Long positions in the underlying shares of the
Company

BRE#

Name of shareholder

Mr. Chu Hon Pong REALE

Save as disclosed above, as at 31 March 2008, the directors or
chief executive officer of the Company were not aware of any other
person (other than the directors or chief executive of the Company)
who had an interest or short position in the shares or underlying
shares of the Company which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV of the
SFO or, who is, directly or indirectly, interested in 5% or more of the
nominal value of any class of share capital carrying rights to vote
on all circumstances at general meetings of any other members of
the Group, or any other substantial shareholders whose interests or
short positions were recorded in the register required to be kept by
the Company under section 336 of the SFO.

PURCHASE, REDEMPTION OR SALE OF LISTED SECURITIES
OF THE COMPANY

Neither the Company, nor any of its subsidiaries purchased,
redeemed or sold any of the Company’s listed securities during the
year.

wt

g A s R % ThSuper WinZ fiH B 2 3 - 848
BEAENBEEG  Super Winis R 1E# & &+
REREEE AR ARG ([ZRG5]) #x -
BEESEREE GG - Asian Allied S BIEESR
Super WinfTi5 B2 ZBRhEERELTEBR
{EE A Asian AlliedFT# B 2 Z 15 2 -

(2 RELQRAEBROZHE

Number of shares
entitled pursuant to
the full exercise of the
warrants held as at

31 March 2008
RZEBNF
=Z=A=+—H
BETEIREERR
TERZROHA

730,434

R EXAREEN R_TENF=ZA=1—
B RARAEERITRAEHMA - LEEFEA
/\i(T\a%ﬁﬂiﬁTi%Tﬁﬁﬁ@ﬁz)Eﬁﬁﬂ?&zh
ZRBEGIIEXVEZE2REIDBARALRR
RS 2 AR R AR SRR A 0 Z%ﬁﬁﬁm)@.
FERFIMEREARAEETAMEMKEAF
ZRERRGZ—ERTHEREEMNZ EME
BIRAZ AES%H A L2 SEREMLEE
BREREARDTAREEZRBEHDIF336HRTE
ARBARTFZBLMZERIAR -

BE BOIHEFARFzLTES

RAREER KRB ETAHER R ERE
5 BORHEARR ZEM EMES -
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MAJOR CUSTOMERS AND SUPPLIERS

During the year, the five largest suppliers of the Group
accounted for approximately 66% of the Group's total purchases
and the largest supplier of the Group accounted for approximately
22% of the Group’s total purchases. Aggregate sales attributable to
the Group's five largest customers were approximately 99% of the
Group's sales while the largest customer of the Group accounted for
approximately 96% of the Group's sales.

None of the directors, their associates or any shareholders of the
Company (which to the knowledge of the directors own more than
5% of the issued capital of the Company) had any beneficial interest
in the Group’s major suppliers and customers for the financial year
ended 31 March 2008.

COMPETING INTERESTS

As at 31 March 2008, none of the directors, the management
shareholders of the company and their respective associates (as
defined in the GEM Listing Rules) had any interest in a business
which causes or may cause a significant competition with the
business of the Group.

AUDITORS
The financial statements have been audited by NCN CPA Limited
who retire and, being eligible, offer themselves for reappointment.

On behalf of the Board

Chu Hon Pong
Vice Chairman

Hong Kong, 19 May 2008
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TO THE SHAREHOLDERS OF
NEW CHINESE MEDICINE HOLDINGS LIMITED
(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of New
Chinese Medicine Holdings Limited (the “Company”) and its
subsidiaries (collectively referred to as the "Group”) set out on
pages 29 to 87, which comprise the consolidated and company
balance sheets as at 31 March 2008, and the consolidated income
statement, the consolidated statement of changes in equity and the
consolidated cash flow statement for the year then ended, and a
summary of significant accounting policies and other explanatory
notes.

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

The directors of the Company are responsible for the preparation
and the true and fair presentation of these financial statements in
accordance with Hong Kong Financial Reporting Standards issued
by the Hong Kong Institute of Certified Public Accountants and the
disclosure requirements of the Hong Kong Companies Ordinance.
This responsibility includes designing, implementing and maintaining
internal control relevant to the preparation and the true and fair
presentation of financial statements that are free from material
misstatement, whether due to fraud or error; selecting and applying
appropriate accounting policies; and making accounting estimates
that are reasonable in the circumstances.

AUDITORS’ RESPONSIBILITY

Our responsibility is to express an opinion on these financial
statements based on our audit. This report is made 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.

We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance as to whether the consolidated financial statements are
free from material misstatement.

BHNBREERERAH
BERR
(RESHEAMALZHERAA)

AZBMTE K ERTBEERAERAR (8
RANDRAMBAR (REIEEE]) HNFE29E
FYTAZKEAMBHRE  ERGEAL ERREE
“ETN\F-ZA=Zt-HZEAERRBXR RHE
ZALFEZHEARAER HRARZEHRLE
AHERER  NEARGHBERBREMME

ESHMBRRZER

BERAIEZRAAEREEBCHMASRELE
BUBEREENRBEAAGIZBRBEERRE
BEERRFZHBERER - ELREETBRERE - 817
PHRFABGRRBEEEQNT M BHRR 2 AME
B EHBERRTEERBHRNERM LIRS
AHERBL  RBYRMEZ GHBR  RIFAR
EBREEARENGhE -

BB BT
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MAERAREANTMATMEMALAELR
EEE-
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An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the financial statements. The
procedures selected depend on the auditors’ judgment, including
the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk
assessments, the auditors consider internal control relevant to the
entity’s preparation and true and fair presentation of the financial
statements in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control. An audit
also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by
the directors, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Group and of the Company
as at 31 March 2008 and of the Group’s loss and cash flows for the
year then ended in accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in accordance with the
disclosure requirements of the Hong Kong Companies Ordinance.

NCN CPA LIMITED
Certified Public Accountants

20/F., Hong Kong Trade Centre,
161-167 Des Voeux Road,
Central, Hong Kong,

Hong Kong S.A.R., China

Hong Kong, 19 May 2008

CHOI Man Chau Michael
Practising Certificate Number P01188
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Bz 2R AR A A NEWCHINESE MEDICINE HOLDINGS LIMITED

CONSOLIDATED INCOME STATEMENT #=&

=\/§

For the year ended 31 March 2008 H#ZE=FZT/\&=A=+—ALtFE

2008 2007
—EENE “EBELF
Note(s) HK$'000 HK$'000
iz TR FET
Turnover =E 0 5(a) 29,776 14,692
Cost of sales HERK (28,821) (13,850)
Gross profit EFl 955 842
Other revenue and net income HEMhBER WA FRE 5(b) 2,322 3,504
Administrative and THREMESAX
other operating expenses (16,646) (10,698)
Loss from operations RETH BB (13,369) (6,352)
Finance costs BBER 6 - (276)
Loss before tax CY N ] 7 (13,369) (6,628)
Income tax B8 8 - _
Loss for the year FEEE (13,369) (6,628)
Loss for the year attributable to: EEEESE:
Equity holders of the Company KRB ZEAFE A (13,369) (6,628)
Minority interests DE R R - -
(13,369) (6,628)
HK cents HK cents
A pxll|
Loss per share BREE 9
Basic BN (1.5) (1.0)
Diluted &5 THEA N/A TEA N/A
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NEW CHINESE MEDICINE HOLDINGS LIMITED %7 % % =

kR BER 2 F

CONSOLIDATED BALANCE SHEET e BEEEE*

30

As at 31 March 2008 R=ZZN\F=A=+—H

2008 2007
—EENE —TTLF
Note(s) HK$'000 HK$'000
iz FTER FHT
NON-CURRENT ASSETS ERBEE
Property, plant and equipment ME - BB MK 13 135 181
CURRENT ASSETS mEBEE
Inventories FE 15 586 1,867
Trade and other receivables JE Lk BE S0 % H b pE W 3B 17 24,449 6,729
Cash and bank balances BHe NETER 18 48,333 11,538
73,368 20,134
CURRENT LIABILITIES REBAE
Trade and other payables JE < BR 2R R H th B 5 RRIE 19 1,555 5,083
NET CURRENT ASSETS REEEFHE 71,813 15,051
NET ASSETS EEZE 71,948 15,232
CAPITAL AND RESERVES BEARGEE
Share capital % 7R 21 42,125 30,086
Reserves 15 22 29,823 (14,854)
Equity attributable to equity holders V/NGIE &= P =N
of the Company FE(RRER 71,948 15,232
Minority interests DR - -
TOTAL EQUITY SR 71,948 15,232

Approved and authorized for issue by the board of directors on

19 May 2008.

Li Heguo
£
Director

EF
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OB &% Z KRB R A FA NEW CHINESE MEDICINE HOLDINGS LIMITED

BALANCE SHEET EE&E*

As at 31 March 2008 R=Z2ZNF=A=+—H

2008 2007
—EENE “EBELF
Note(s) HK$'000 HK$'000
iz TR FET
NON-CURRENT ASSETS *(RBEE
Investments in subsidiaries R B AR ZIKE 14 - =
CURRENT ASSETS nEBEE
Amounts due from subsidiaries FEUTHT B A 7 F B 16 50,024 -
Trade and other receivables JE Lk BR T N E b E U Fh B 17 18,379 126
Cash and bank balances HeNEBETER 18 4,230 6,648
72,633 6,774
CURRENT LIABILITIES nREBEE
Trade and other payables JE {5F BR X N EL b JIE {5t 2B 19 101 287
NET CURRENT ASSETS REBEEFRE 72,532 6,487
NET ASSETS EETE 72,532 6,487
CAPITAL AND RESERVES BARGE
Share capital [N 21 42,125 30,086
Reserves 1 22 30,407 (23,599)
TOTAL EQUITY A 72,532 6,487
Approved and authorized for issue by the board of directors on EE2ER ST N\FRATNAEREEET -
19 May 2008.
Li Heguo Li Junhong
ZHE 30PN
Director Director
EZE EFE
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NEW CHINESE MEDICINE HOLDINGS LIMITED %7 % % = ik & R A A

= N7

=

32

rl-' /_\ 7 (=1
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY GZERERZE R
For the year ended 31 March 2008 HE-ZZTN\F=A=1+—HIEFE
KDAEEHE AL
Attributable to equity holders of the Company
Convertible
honds Share
Share Share equity options  Translation Special  Accumulated Minority Total
capital premium reserve reserve reserve reserve losses Total interests equity
TRRES by
Re  REEE  RAGE BRERE  HERE  RHEBE  EnER g BREE  E&sE
HK$'000 HK§000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Thn T Thr T ThT Tikn ThL Titn ThL Tt
At 1 April 2006 RZZENENA-B 2269 18,269 3,036 - 30 (39,99) (2,330) 1989 - 1989
Loss for the year EEEE - - - - - - (6,628) (6,628) - (6,628)
Transfer to profi or HERNZHE
loss o disposa of ERTRTAER
foreign operations - - - - 3 - - (30 - (30
Total recognised income and -~ FEEDMAR
expense for the year it - - - - 32) - (6,628) (6,950) - (6,950)
Recognition of equityseted BB BAFHEE
share-based payments RUAR AER
Ak = - - 584 - - - 584 - 584
lssue of ordinary shares upon 1R RER T
evercise of share options L3k 1,840 11,022 - (5,824) - - - 7,038 - 7038
lssue of ordinary shares RERER
Upon conversion of EEARLY
convertible bond LER 5556 481 (3,036) = = = = 1331 = 1331
At 31 March 2007 and R-BELE
1 April 2007 ZR=t-Ak
ZETLEMA-R 30,08 34,102 - - - (39,999) (8958) 15,232 - 15,232
Loss for the year EEER - - - - - - (13,369) (13,309) - (13,369)
Totel recogrised income and. - FREERAR
expense for the year it - - - - - - (13369) (13369) - (13369)
Recognition of equity-setled ~ EMERAHEE
share-based payments RABRAER
VAE - - - 9922 - - - 9922 - 9922
lsue of ordinary shares RERGZBE
under share subscriptions LBk 12,000 a1 - - - - - 59,717 - 59,717
ssue of rdnary shares upon~ RTEATAL
eterdse of bonus warrants  sERERIE(T
EEK 3 407 - - - - - 446 - 446
At 31 March 2008 RZZRNE
ZB=1-§ 42,125 82,226 - 9,022 - (39,998) Q32 71,948 - 11,948
The special reserve of the Group represents the difference between f% Bz RlEEIARRIBRNR -S4
the nominal value of the shares of the acquired subsidiaries and the M Al i’@h%jﬁ%ﬁ B PTEI B AR B R @
nominal value of the Company’s shares issued for the acquisition BEEARARKESFEMETRODEEERE
at the time of the group reorganization prior to the listing of the ZERE

Company’s shares in 2002.
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OB &% Z KRB R A FA NEW CHINESE MEDICINE HOLDINGS LIMITED

CONSOLIDATED CASH FLOW STATEMENT FRERERER

For the year ended 31 March 2008 #ZE =TT N\F=A=+—HIFE

2008 2007
—EENE ZETLF
Note(s) HK$'000 HK$'000
HisE FAERT FET
Operating activities e
Loss before tax R EE (13,369) (6,628)
Adjustments for: B at T 5 &IBEL B :
Finance costs B%ER - 276
Interest income 2 U A (873) (332)
Gain on disposal of subsidiaries 1 BT A R E A 2 e 25 - (1,728)
Depreciation of property, ME BERIBZIE
plant and equipment 59 51
Equity-settled share-based AR T EE R ARG
payment expenses BEM /NFHEX 9,922 5,824
Operating loss before changes EEE BRI ICEEIE
in working capital (4,261) (2,537)
Decrease/(increase) in inventories BERD /() 1,281 (876)
Increase in trade and other receivables JE Uk BR 3k % H b fE U FR B 3 A (17,720) (5,714)
Decrease in trade and other payables JRE 1<% BR X R £ ftb B {5 R IR (3,528) (62)
Net cash used in operating activities REEERTERESTE (24,228) (9,189)
Investing activities BETE
Interest received B UF B 873 332
Purchase of property, plant and equipment B EWE WE&&KE (13) (159)
Proceeds from disposal of subsidiaries HEWNBARIMBEKE 25 - =
Net cash generated from RETHHESREFHE
investing activities 860 173
Financing activities BEEE
Proceeds from issue of new ordinary shares 217 ¥7 & @A IR 7D AT 15 28 60,163 7,038
Net cash generated from MEZBMERSFE
financing activities 60,163 7,038
Net increase/(decrease) in cash HeEHBELEEYZ
and cash equivalents B GRd) B8 36,795 (1,978)
Cash and cash equivalents FOzRERASEEY
at the beginning of the year 11,538 13,516
Cash and cash equivalents FRZBEERASEEY
at the end of the year 48,333 11,538
Analysis of the balances of RERBEEENEFEIN
cash and cash equivalents
Cash and bank balances BHe NETES 18 48,333 11,538
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NEW CHINESE MEDICINE HOLDINGS LIMITED %7 % % = ik & R A A

NOTES TO FINANCIAL STATEMENTS &7 %% ¥k 2% i 5+

For the year ended 31 March 2008 B#Z —ZZN\F=A=+—HIFE

GENERAL

New Chinese Medicine Holdings Limited (the “Company”) was
incorporated in the Cayman Islands as an exempted company
with limited liability under the Companies Law (Revised) of
the Cayman Islands and its shares are listed on the Growth
Enterprise Market (“GEM") of The Stock Exchange of Hong
Kong Limited (the "Stock Exchange”).

The Company’s registered office is situated at Cricket Square,
Hutchins Drive, P.O. Box 2681, Grand Cayman KY1-1111,
Cayman Islands, British West Indies. The Company’s principal
place of business in Hong Kong is situated at Room 802, Tower
1, Harbour Centre, 1 Hok Cheung Street, Hunghom, Kowloon,
Hong Kong.

The consolidated financial statements are presented in Hong
Kong dollars, which is the same as the functional currency of
the Company.

The Company is an investment holding company. The Company
and its subsidiaries (collectively referred to as the “Group”) are
principally engaged in the sales of healthcare products in Hong
Kong.
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OB &% Z KRB R A FA NEW CHINESE MEDICINE HOLDINGS LIMITED

NOTES TO FINANCIAL STATEMENTS 87 %% 3 2% fff 5+

For the year ended 31 March 2008 #ZE =TT N\F=A=+—HIFE

APPLICATION OF NEW AND REVISED HONG KONG 2. ERHAIREBIEBUBEEER
FINANCIAL REPORTING STANDARDS EA$¢)§ AEEEEBEASHMAS (&
In the current year, the Group has applied a number of 2EMAg]) BH 2B THIER - 85T
new standard, amendment and interpretations (the “new uﬁ%(f%ﬁJ?fﬁﬁﬂ*i&iﬁﬁ'JJ) BHH
HKFRSs") issued by the Hong Kong Institute of Certified Public KREXBIR_TTLFNA— Bk 2’
Accountants (“HKICPA"), which are relevant to its operations A2 BN - MANZEHT BB
and are effective for accounting periods beginning on or after 1 MERAHAEB 2 2 RERRNZEN B
April 2007. The adoption of the new HKFRSs has no significant MEAERZASHFERBASHEFELZ
effect on the Group's accounting policies and amounts reported CRUESKTE o

for the current and prior accounting periods in these financial

statements.

The Group has not early applied the following new and revised AEBTERZREATIEBME RRER
standards or interpretations that have been issued but are not 2L RAHEFT £ R R g c EBEFEIIX
yet effective. The directors are in the process of making an J%FHEZ%%ﬁi&ﬁMk‘ET‘;& Al B zRHY
assessment of the expected impact of these new and revised 2 FERL RREAZZMITEL &
standards or interpretations upon initial application and so ETEEE%*%H%T\Eﬁ$§%@2¥%ﬁ&ﬁﬁi‘%ﬂﬁﬁ
far consider that the application of these new standards or BREATE -

interpretations will have no material impact on the results and
the financial position of the Group.

HKAS 1 (Revised) Presentation of Financial Statements®

ER G ERE W (KEFT) 25| B HwmKS

HKAS 23 (Revised) Borrowing Costs®

BB GRTERE235% (K155T) Ep={%:\E

HKFRS 8 Operating Segments®

ERMBREEREH & n e

HK(IFRIC)-Int 12 Service Concession Arrangements

BB (BBRVBREREZEY) 2B 12% FRISAC SRR HEO

HK(IFRIC)-Int 13 Customer Loyalty Programmes®

EX(BRMBRERREZES) -RESB13% BP B8

HK(IFRIC)-Int 14 HKAS 19-The Limit on a Defined Benefit Asset, Minimum Funding

Requirements and their Interaction
BB (BB BREREZE ) 2B 14R ERGH BRI - RAENGEEZRE KEEXARELHE
iEER Eﬁ &

" Effective for annual periods beginning on or after 1 January 2008 0 RZZFTZNF-A—HA 2 ERR2FEHHE
R

@ Effective for annual periods beginning on or after 1 July 2008 @ RZZETN\FLA-HAzERRZFERHE
R

@  Effective for annual periods beginning on or after 1 January 2009 B RIZTNF-A—HAzERRZFERE
R
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NEW CHINESE MEDICINE HOLDINGS LIMITED %7 % % = ik & R A A

NOTES TO FINANCIAL STATEMENTS &7 %% ¥k 2% i 5+

For the year ended 31 March 2008 B#Z —ZZN\F=A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared in
accordance with all applicable Hong Kong Financial Reporting
Standards, which collectively include all applicable individual
Hong Kong Financial Reporting Standards, Hong Kong
Accounting Standards and Interpretations issued by the Hong
Kong Institute of Certified Public Accountants, accounting
principles generally accepted in Hong Kong and the disclosure
requirements of the Hong Kong Companies Ordinance.
The consolidated financial statements also comply with the
applicable disclosure provisions of the Rules Governing the
Listing of Securities on the Growth Enterprise Market of The
Stock Exchange of Hong Kong Limited.

The consolidated financial statements have been prepared using
the historical cost basis, except for certain financial instruments
which are measured at fair values.

A summary of the significant accounting policies adopted by the
Group is set out below.

(a) Basis of consolidation
The consolidated financial statements incorporate the
financial statements of the Company and its subsidiaries.

The results of subsidiaries acquired or disposed of during
the year are included in the consolidated income statement
from the effective date of acquisition or up to the effective
date of disposal, as appropriate.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies
into line with those used by other members of the Group.

All'intra-group transactions, balances, income and expenses
are eliminated on consolidation.

Minority interests in the net assets of consolidated
subsidiaries are identified separately from the Group’s
equity therein. Minority interests consist of the amount
of those interests at the date of the original business
combination and the minority’s share of changes in equity
since the date of the combination. Losses applicable to
the minority in excess of the minority's interest in the
subsidiary’s equity are allocated against the interests of the
Group except to the extent that the minority has a binding
obligation and is able to make an additional investment to
cover the losses.
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OB &% Z KRB R A FA NEW CHINESE MEDICINE HOLDINGS LIMITED

NOTES TO FINANCIAL STATEMENTS 87 %% 3 2% fff 5+

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
(b) Business combinations

(9]

The acquisition of subsidiaries is accounted for using the
purchase method. The cost of the acquisition is measured
at the aggregate of the fair values, at the date of exchange,
of assets given, liabilities incurred or assumed, and equity
instruments issued by the Group in exchange for control
of the acquiree, plus any costs directly attributable to the
business combination. The acquiree’s identifiable assets,
liabilities and contingent liabilities, that meet the conditions
for recognition under HKFRS 3 Business Combinations,
are recognized at their fair values at the acquisition date,
except for non-current assets (or disposal groups), that are
classified as held for sale in accordance with HKFRS 5 Non-
current Assets Held for Sale and Discontinued Operations,
which are recognized and measured at fair value less costs
to sell.

Goodwill arising on acquisition is recognized as an asset
and initially measured at cost, being the excess of the cost
of the business combination over the Group’s interest in
the net fair value of the identifiable assets, liabilities and
contingent liabilities recognized. If, after reassessment,
the Group’s interest in the net fair value of the acquiree’s
identifiable assets, liabilities and contingent liabilities
exceeds the cost of the business combination, the excess is
recognised immediately in profit or loss.

The interest of minority shareholders in the acquiree is
initially measured at the minority’s proportion of the net
fair value of the assets, liabilities and contingent liabilities
recognized.

Goodwill

Goodwill represents the excess of the cost of acquisition
over the Group's interest in the net fair value of the
identifiable assets, liabilities and contingent liabilities of the
subsidiary, associate or jointly controlled entity recognized
at the date of acquisition. Goodwill is initially recognized as
an asset at cost and is subsequently measured at cost less
any accumulated impairment losses. Capitalized goodwill
on acquisitions of subsidiaries is presented separately.

For the year ended 31 March 2008 H#ZE-TT\GE=A=+—HItFE
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NEW CHINESE MEDICINE HOLDINGS LIMITED %7 % % = ik & R A A

NOTES TO FINANCIAL STATEMENTS &7 %% ¥k 2% i 5+

For the year ended 31 March 2008 B#Z —ZZN\F=A=+—HIFE

3. SIGNIFICANT ACCOUNTING POLICIES (continued) 3. FEETHEXE)
(c) Goodwill (continued) (c) BE (&)

For the purpose of impairment testing, goodwill is allocated
to each of the relevant cash-generating units, or groups of
cash-generating units, that are expected to benefit from the
synergies of the acquisition. Cash-generating units to which
goodwill has been allocated are tested for impairment
annually, and whenever there is an indication that the
unit(s) may be impaired. If the recoverable amount of the
cash-generating unit(s) is less than the carrying amount of
the unit(s), the impairment loss is allocated to reduce the
carrying amount of any goodwill allocated to the unit(s)
first, and then to the other assets of the unit(s) pro-rata
on the basis of the carrying amount of each asset in the
unit(s). Any impairment for goodwill is recognized directly
in the consolidated income statement. An impairment
loss recognized for goodwill is not reversed in subsequent
periods.

On subsequent disposal of a subsidiary, an associate or a
jointly controlled entity, the attributable carrying amount of
capitalized goodwill is included in the determination of the
amount of gain or loss on disposal.

Subsidiaries

A subsidiary is entity controlled by the Company. Control
exits when the Company has the power, directly or
indirectly, to govern the financial and operating policies
of an entity so as to obtain benefits from its activities. In
assessing control, potential voting rights that are currently
exercisable are taken into account.

In the Company’s balance sheet, investments in subsidiaries
are stated at cost less any impairment loss, unless the
investment(s) is/are classified as held for sale.

Non-current assets held for sale

Non-current assets and disposal groups 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 asset (or disposal group)
is available for immediate sale in its present condition.

Non-current assets (or disposal groups) classified as held
for sale are measured at the lower of the assets’ (disposal
groups’) previous carrying amount and fair value less costs
to sell.
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OB &% Z KRB R A FA NEW CHINESE MEDICINE HOLDINGS LIMITED

NOTES TO FINANCIAL STATEMENTS 87 %% 3 2% fff 5+

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

()

(9)

Revenue recognition

Revenue, which is measured at the fair value of the
consideration received or receivable, is recognized when
it is probable that the economic benefits will flow to the
Group and the revenue can be measured reliably, on the
following bases:

(i) Sales income is recognized when goods are delivered
and title has passed.

(ii) Interest income is accrued on a time proportion basis,
by reference to the principal outstanding using the
effective interest method.

(i) Dividend income from investments is recognized
when the shareholder’s right to receive payment is
established.

Leases

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

Assets held under finance leases are recognized as assets
of the Group at their fair value at the inception of the
lease or, if lower, at the present value of the minimum
lease payments. The corresponding liability to the lessor is
included in the balance sheet as a finance lease obligation.
Lease payments are apportioned between finance charges
and reduction of the lease obligation so as to achieve a
constant rate of interest on the remaining balance of the
liability. Finance charges are charged directly to profit or
loss, unless they are directly attributable to qualifying
assets, in which case they are capitalized in accordance
with the Group’s general policy on borrowing costs.

Rentals payable under operating leases are charged to
profit or loss on a straight-line basis over the term of
the relevant lease. Benefits received and receivable as an
incentive to enter into an operating lease are recognized
as a reduction of rental expense over the lease term on a
straight-line basis.

Interest in leasehold land is amortized over the lease term
on a straight-line basis.
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For the year ended 31 March 2008 B#Z —ZZN\F=A=+—HIFE

3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
(h) Foreign currencies

The individual financial statements of each group entity
are presented in the currency of the primary economic
environment in which the entity operates (its functional
currency). For the purpose of the consolidated financial
statements, the results and financial position of each entity
are expressed in Hong Kong dollars, which is the functional
currency of the Company and the presentation currency for
the consolidated financial statements.

In preparing the financial statements of the individual
entities, transactions in currencies other than the entity’s
functional currency (foreign currencies) are recorded
at the rates of exchange prevailing on the dates of the
transactions. At each balance sheet date, monetary items
denominated in foreign currencies are retranslated at the
rates prevailing on the balance sheet date. Non-monetary
items carried at fair value that are denominated in foreign
currencies are retranslated at the rates prevailing on the
date when the fair value was determined. Non-monetary
items that are measured in terms of historical cost in a
foreign currency are not retranslated.

Exchange differences arising on the settlement of
monetary items, and on the retranslation of monetary
items, are included in profit or loss for the period in which
they arise, except for exchange difference arising on a
monetary item forms part of the Company’s net investment
in a foreign operation, in which case, such exchange
differences are recognized in equity in the consolidated
financial statements. Exchange differences arising on the
retranslation of non-monetary items carried at fair value
are included in profit or loss for the period except for
differences arising on the retranslation of non-monetary
items in respect of which gains and losses are recognized
directly in equity, in which cases, the exchange differences
are also recognized directly in equity.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
(h) Foreign currencies (continued)

(i)

1)

For the purpose of presenting consolidated financial
statements, the assets and liabilities of the Group’s foreign
operations are expressed in Hong Kong dollars using
exchange rates prevailing on the balance sheet date.
Income and expense items are translated at the average
exchange rates for the period, unless exchange rates
fluctuated significantly during that period, in which case,
the exchange rates at the dates of the transactions are
used. Exchange differences arising, if any, are classified as
equity and transferred to the Group’s translation reserve.
Such translation differences are recognized in profit or loss
in the period in which the foreign operation is disposed of.

Goodwill and fair value adjustments on identifiable net
assets arising on the acquisition of a foreign operation are
treated as assets and liabilities of the foreign operation and
translated at the rate prevailing on the balance sheet date.
Exchange differences arising are included in the translation
reserve.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which
necessarily take a substantial period of time to get ready
for their intended use or sale, are capitalized as part of
the cost of those assets, until such time as the assets
are substantially ready for their intended use or sale.
Investment income earned on the temporary investment of
specific borrowings pending their expenditure on qualifying
assets is deducted from the borrowing costs eligible for
capitalization.

All other borrowing costs are recognized in profit or loss in
the period in which they are incurred.

Employee benefits

Salaries, annual bonuses, paid annual leave, contributions
to defined contribution retirement plans and the cost of
non-monetary benefits are accrued in the year in which
the associated services are rendered by employees. Where
payment or settlement is deferred and the effect would be
material, these amounts are stated at their present values.
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For the year ended 31 March 2008 B#Z —ZZN\F=A=+—HIFE

3. SIGNIFICANT ACCOUNTING POLICIES (continued) 3. FEETHEXE)
(j) Employee benefits (continued) () BEERF (&)

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

Share options granted to employees are accounted for in
accordance with the policies set out in note 3(q)(i)(1).

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

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from profit as reported in the
income statement 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 balance sheet date.

Deferred tax is recognized on differences between the
carrying amounts of assets and liabilities in the financial
statements and the corresponding tax base used in the
computation of taxable profit, and is accounted for
using the balance sheet liability method. Deferred tax
liabilities are generally recognized for all taxable temporary
differences and deferred tax assets are recognized to
the extent that it is probable that taxable profits will be
available against which deductible temporary differences
can be utilized. Deferred tax assets and liabilities are not
recognized 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 recognized for taxable temporary
differences arising on investments in subsidiaries and
associates, and interests in joint ventures, 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.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
(k) Taxation (continued)

()

The carrying amount of deferred tax assets is reviewed at
each balance sheet date 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 realized, based on tax rates that have been
enacted or substantively enacted by the balance sheet date.
Deferred tax is charged or credited to profit or loss, except
when it relates to items charged or credited directly to
equity, in which case the deferred tax is also dealt with in
equity.

Property, plant and equipment

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

Depreciation is provided to write off the cost of items of
property, plant and equipment, after taking into account of
their estimated residual value, if any, using the straight-line
method over their estimated useful lives, at the following
rates:

Computer equipment and systems
Furniture, fixtures and equipment

30% per annum
20% per annum

Assets held under finance leases are depreciated over their
expected useful lives on the same basis as owned assets or,
where shorter, the term of the relevant lease.

An item of property, plant and equipment is derecognized
upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. Any
gain or loss arising on derecognition of the asset (calculated
as the difference between the net disposal proceeds and
the carrying amount of the item) is included in the income
statement in the period in which the item is derecognized.
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For the year ended 31 March 2008 HE-ZZTN\F=A=1+—HIEFE

3. SIGNIFICANT ACCOUNTING POLICIES (continued) 3. FESBR(A
(m) Impairment of tangible and intangible assets other (m) BREEREHNEE (BERN) 2HE

than goodwill

At each balance sheet date, the Group reviews the carrying
amounts of its tangible and intangible assets to determine
whether there is any indication that those assets have
suffered an impairment loss. If any such indication exists,
the recoverable amount of the asset is estimated in order
to determine the extent of the impairment loss (if any).
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
to sell 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
recognized immediately in profit or loss, unless the relevant
asset is carried at a revalued amount under other standard,
in which case the impairment loss is treated as revaluation
decrease under that standard.

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 had
no impairment loss been recognized for the asset (or cash-
generating unit) in prior years. A reversal of an impairment
loss is recognized immediately in profit or loss, unless the
relevant asset is carried at a revalued amount under other
standard, in which case the reversal of the impairment loss
is treated as a revaluation increase under that standard.

Impairment losses recognized in an interim financial report
prepared in compliance with HKAS 34 Interim Financial
Reporting are not reversed at the end of the financial
year to which the interim period relates even if no loss,
or a smaller loss, would have been recognized had the
impairment been assessed only at the end of that financial
year.
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NOTES TO FINANCIAL STATEMENTS 87 %% 3 2% fff 5+

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(n)

(o)

Inventories

Inventories are stated at the lower of cost and net realizable
value. Cost comprises purchase price and direct expenses
that have been incurred in bringing the inventories to their
present location and condition. Cost is calculated using the
first-in-first-out method. Net realizable value represents the
estimated selling price in the ordinary course of business
less all estimated expenses to be incurred in marketing,
selling and distribution.

Financial instruments

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

(i) Financial assets

The Group’s financial assets are classified into one of
the four categories, including financial assets at fair
value through profit or loss, loans and receivables,
held-to-maturity investments and available-for-sale
financial assets. All regular way purchases or sales of
financial assets are recognized and derecognized on
a trade date basis. Regular way purchases or sales
are purchases or sales of financial assets that require
delivery of assets within the time frame established
by regulation or convention in the marketplace.
The accounting policies adopted in respect of each
category of financial assets are set out below.
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For the year ended 31 March 2008 B#Z —ZZN\F=A=+—HIFE

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
(o) Financial instruments (continued)
(i)  Financial assets (continued)

(1) Financial assets at fair value through profit or
loss
Financial assets at fair value through profit or loss
has two subcategories, including financial assets
held for trading and those designated as at fair
value through profit or loss on initial recognition.

A financial asset is classified as held for trading if:

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

e it is a part of and identified portfolio of
financial instruments that the Group manages
together and has a recent actual pattern of
short-term profit-taking; or

e it is a derivative that is not designated and
effective as a hedging instrument.

A financial asset other than a financial asset held
for trading may be designated as at fair value
through profit or loss upon initial recognition if:

e such designation eliminates or significantly
reduces a measurement or recognition
inconsistency that would otherwise arise; or

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

e it forms part of a contract containing one or
more embedded derivatives, and HKAS 39
permits the entire combined contract (asset
or liability) to be designated as at fair value
through profit or loss.
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NOTES TO FINANCIAL STATEMENTS 87 %% 3 2% fff 5+

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(o) Financi

al instruments (continued)

(i) Financial assets (continued)

(1)

(2)

(3)

(4)

Financial assets at fair value through profit or
loss (continued)

At each balance sheet date subsequent to initial
recognition, financial assets at fair value through
profit or loss are measured at fair value, with
changes in fair value recognized directly in profit
or loss in the period in which they arise. The net
gain on loss recognized in profit or loss includes
any dividend or interest earned on the financial
assets.

Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments
that are not quoted in an active market. At
each balance sheet date subsequent to initial
recognition, loans and receivables (including trade
receivables, loan receivables, other receivables and
bank balances) are carried at amortized cost using
the effective interest method, less any identified
impairment losses.

Held-to-maturity investments

Held-to-maturity investments are non-derivative
financial assets with fixed or determinable
payments and fixed maturities that the Group’s
management has the positive intention and ability
to hold to maturity. At each balance sheet date
subsequent to initial recognition, held-to-maturity
investments are measured at amortized cost using
the effective interest method, less any identified
impairment losses.

Available-for-sale financial assets
Available-for-sale financial assets are non-
derivatives that are either designated or not
classified as financial assets at fair value through
profit or loss, loans and receivables or held-to-
maturity investments. At each balance sheet
date subsequent to initial recognition, available-
for-sale financial assets are measured at fair
value. Changes in fair value are recognized in
equity, until the financial asset is disposed of or
is determined to be impaired, at which time, the
cumulative gain or loss previously recognized in
equity is removed from equity and recognized in
profit or loss.
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For the year ended 31 March 2008 B#Z —ZZN\F=A=+—HIFE

3. SIGNIFICANT ACCOUNTING POLICIES (continued) 3. XESHBE(E
(o) Financial instruments (continued) (o) IR (HE)
(i) Financial assets (continued) () MBEEE)

(4) Available-for-sale financial assets (continued)
For available-for-sale equity investments that
do not have a quoted market price in an active
market and whose fair value cannot be reliably
measured and derivatives that are linked to and
must be settled by delivery of such unquoted
equity instruments, they are measured at cost less
any identified impairment losses at each balance
sheet date subsequent to initial recognition.

Financial assets are derecognized when the rights
to receive cash flows from the assets expire or, the
financial assets are transferred and the Group has
transferred substantially all the risks and rewards of
ownership of the financial assets. On derecognition of
a financial asset, the difference between the asset’s
carrying amount and the sum of the consideration
received and receivable and the cumulative gain or
loss that had been recognized directly in equity is
recognized in profit or loss.

Financial liabilities

The Group’s financial liabilities are generally classified
into financial liabilities at fair value through profit
or loss and other financial liabilities. The accounting
policies adopted in respect of financial liabilities and
equity instruments are set out below.

(1) Financial liabilities at fair value through profit
or loss
Financial liabilities at fair value through profit or
loss has two subcategories, including financial
liabilities held for trading and those designated
as at fair value through profit or loss on initial
recognition.

A financial liability is classified as held for trading
if:

e it has been acquired principally for the
purpose of repurchasing in the near future; or

e it is a part of and identified portfolio of
financial instruments that the Group manages
together and has a recent actual pattern of
short-term profit-taking; or

e it is a derivative that is not designated and
effective as a hedging instrument.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(o) Financi

al instruments (continued)

(i) Financial liabilities (continued)

(1)

(2)

Financial liabilities at fair value through profit
or loss (continued)

A financial liability other than a financial liability
held for trading may be designated as at fair value
through profit or loss upon initial recognition if:

e such designation eliminates or significantly
reduces a measurement or recognition
inconsistency that would otherwise arise; or

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

e it forms part of a contract containing one or
more embedded derivatives, and HKAS 39
permits the entire combined contract (asset
or liability) to be designated as at fair value
through profit or loss.

At each balance sheet date subsequent to initial
recognition, financial liabilities at fair value
through profit or loss are measured at fair value,
with changes in fair value recognized directly in
profit or loss in the period in which they arise.
The net gain or loss recognized in profit and loss
includes any interest paid on the financial liability.

Other financial liabilities

Other financial liabilities (including bank and
other borrowings, trade and other payables) are
subsequently measured at amortized cost, using
the effective interest method.

Financial liabilities are derecognized when the

ob
dis

ligation specified in the relevant contract is
charged, cancelled or expires. The difference

between the carrying amount of the financial liability
derecognized and the consideration paid is recognized
in profit or loss.
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For the year ended 31 March 2008 B#Z —ZZN\F=A=+—HIFE

3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
(o) Financial instruments (continued)
(iii) Convertible bonds

Convertible bonds issued by the Company that contain
both the liability and conversion option components
are classified separately into respective items on initial
recognition. Conversion option will be settled by
the exchange of a fixed amount of cash or another
financial asset for a fixed number of the Company’s
own equity instruments is an equity instrument.

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

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

Transaction costs that relate to the issue of the
convertible bonds are allocated to the liability and
equity components in proportion to the allocation of
the proceeds. Transaction costs relating to the equity
component are charged directly to equity. Transaction
costs relating to the liability component are included
in the carrying amount of the liability component and
amortized over the period of the convertible bonds
using the effective interest method.
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For the year ended 31 March 2008 H#ZE-TT\GE=A=+—HItFE

3. SIGNIFICANT ACCOUNTING POLICIES (continued) 3. FEEHHE(E
(o) Financial instruments (continued) (o) ¥ TR (E)

(iv) Equity instruments
Equity instruments issued by the Company are recorded

at the proceeds received, net of direct issue costs.

Repurchase of the Company’s own equity instruments
is recognized and deducted directly in equity. No gain
or loss is recognized in profit or loss on purchase, sale,
issue or cancellation of the Company's own equity
instruments.

(p) Financial guarantees, provisions and contingent

liabilities

A financial guarantee contract is a contract that requires
the issuer to make specified payments to reimburse the
holder for a loss it incurs because a specified debtor fails to
make payment when due in accordance with the original or
modified terms of a debt instrument. A financial guarantee
contract issued by the Group and not designated as at fair
value through profit or loss is recognized initially at its fair
value less transaction costs that are directly attributable to
the issue of the financial guarantee contract. Subsequent
to initial recognition, the Group measures the financial
guarantee contact at the higher of: (i) the amount determined
in accordance with HKAS 37 Provisions, Contingent
Liabilities and Contingent Assets; and (i) the amount initially
recognized less, when appropriate, cumulative amortization
recognized in accordance with HKAS 18 Revenue.

Provisions are recognized when the Group has a present
obligation as a result of a past event, and 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 expenditure expected to settle the
obligation.

Present obligation is disclosed as a contingent liability
where it is not probable that an outflow of economic
benefits will be required to settle the obligation or the
amount of the obligation cannot be measured with
sufficient reliably. Possible obligation that arises from past
events and whose existence will only be confirmed by
the occurrence or non-occurrence of one or more future
event(s) is also disclosed as a contingent liability unless the
probability of outflow of economic benefits is remote.
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For the year ended 31 March 2008 B#Z —ZZN\F=A=+—HIFE

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
(q) Share-based payment transactions
(i) Equity-settled share-based payment transactions

(1) Share options granted to employees
For share options granted to employees, the fair
value of services received determined by reference
to the fair value of share options granted at the
grant date is expensed on a straight-line basis over
the vesting period, with a corresponding increase
in equity (share options reserve).

At each balance sheet date, the Group revises
its estimates of the number of options that are
expected to ultimately vest. The effect of the
change in estimate, if any, is recognized in profit
or loss with a corresponding adjustment to share
options reserve.

At the time when the share options are exercised,
the amount previously recognized in share options
reserve will be transferred to share premium.
When the share options are forfeited after the
vesting date or are still not exercised at the expiry
date, the amount previously recognized in share
options reserve will be transferred to retained
profits.

(2) Share options granted to suppliers

For share options granted to suppliers in exchange
for goods or services, they are measured at the fair
value of the goods or services received. The fair
values of the goods or services are recognized as
expenses immediately, unless the goods or services
qualify for recognition as assets. Corresponding
adjustments have been made to equity (share
options reserve).

(i) Cash-settled share-based payment transactions

For cash-settled share-based payments, the Group
measures the goods or services acquired and the
liability incurred at the fair value of the liability. At
each balance sheet date, the liability is remeasured
at its fair value until the liability is settled, with any
changes in fair value recognized in profit or loss.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(r)

(s)

Related parties
A party is considered to be related to the Group if:

()  The party, directly or indirectly through one or more
intermediaries, (1) controls, is controlled by, or is under
common control with, the Group; (2) has an interest
in the Group that gives it significant influence over the
Group; or (3) has joint control over the Group;

(i) The party is an associate;
(iii) The party is a jointly-controlled entity;

(iv) The party is a member of the key management
personnel of the Group or its parent;

(v) The party is a close member of the family of any
individual referred to in (i) or (iv); or

(vi) The party is an entity that is controlled, jointly
controlled or significantly influenced by or for which
significant voting power in such entity resides, with
directly or indirectly, any individual referred to in (iv) or

(v).

Segment reporting

A segment is a distinguishable component of the Group
that is engaged either in providing products or services
(business segment), or in providing products or services
within a particular economic environment (geographical
segment), which is subject to risks and rewards that are
different from those of other segments.

In accordance with the Group’s internal financial
reporting system, the Group has chosen business
segment information as the primary reporting format
and geographical segment information as the secondary
reporting format for the purposes of these financial
statements.
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For the year ended 31 March 2008 B#Z —ZZN\F=A=+—HIFE

3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
(s) Segment reporting (continued)

Segment revenue, expenses, results, assets and liabilities
include items directly attributable to a segment as well
as those that can be allocated on a reasonable basis to
that segment. For example, segment assets may include
inventories, trade receivables and property, plant and
equipment. Segment revenue, expenses, assets and
liabilities are determined before intra-group balances and
intra-group transactions are eliminated as part of the
consolidation process, except to the extent that such intra-
group balances and transactions are between group entities
within a single segment. Inter-segment pricing is based on
similar terms as those available to other external parties.

Segment capital expenditure is the total cost incurred
during the period to acquire segment assets (both tangible
and intangible) that are expected to be used for more than
one period.

Unallocated items mainly comprise financial and corporate
assets, interest-bearing loans, borrowings, tax balances,
corporate and financing expenses.
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4. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS
(a) Judgments
In the process of applying the Group’s accounting policies,
management has made the following judgments, apart
from those involving estimations as discussed below, which
have the most significant effect on the amounts recognized
in the financial statements.

(i)

Impairment of assets

In determining whether an asset is impaired or the
event previously causing the impairment no longer
exists, the Group has to exercise judgment in the
area of asset impairment, particularly in assessing: (1)
whether an event has occurred that may effect the
asset value or such event affecting the asset value has
not been in existence; (2) whether the carrying value
of an asset can be supported by net present value of
future cash flows which are estimated based upon
the continued use of the asset or derecognition; and
(3) the appropriate key assumptions to be applied in
preparing cash flow projections including whether
these cash flow projections are discounted using
an appropriate rate. Changing the assumptions
selected by management to determine the level of
impairment, including the discount rates or the growth
rate assumptions in the cash flow projections, could
materially affect the net present value used in the
impairment test.

Income taxes

Deferred tax is provided using the liability method, on
all temporary differences at the balance sheet date
between the tax bases of assets and liabilities and their
carrying amounts for financial reporting purposes.
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For the year ended 31 March 2008 B#Z —ZZN\F=A=+—HIFE

4. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS
(continued)
(a) Judgments (continued)
(i) Income taxes (continued)

Deferred tax assets are recognized for unused tax
losses carried forward to the extent that it is probable
that future taxable profits will be available against
which the unused tax losses can be utilized, based on
all available evidence. Recognition primarily involves
judgment regarding the future performance of the
particular legal entity or tax group in which the
deferred tax asset has been recognized. A variety of
other factors are also evaluated in considering whether
there is convincing evidence that it is probable that
some portion or all or the deferred tax assets will
ultimately be realized, such as the existence of taxable
temporary differences, tax planning strategies and the
periods in which estimated tax losses can be utilized.
The carrying amount of deferred tax assets and related
financial models and budgets are reviewed at each
balance sheet date and to the extent that there is
insufficient convincing evidence that sufficient taxable
profits will be available within the utilization periods
to allow utilization of the carry forward tax losses,
the asset balance will be reduced and charged to the
income statement.

(b) Estimation uncertainty
The key assumptions concerning the future and other key
sources of estimation uncertainty at the balance sheet date,
that have a significant risk of causing a material adjustment
to the carrying amounts of the Group’s assets and liabilities
within the next financial year are discussed below.

(i) Impairment test of assets
The Group determines whether an asset is impaired

at least on an annual basis or where an indication
of impairment exists. This requires an estimation of
the value in use of the asset. Estimating the value in
use requires the Group to make an estimate of the
expected future cash flows from the assets and also
to choose a suitable discount rate in order to calculate
the present value of those cash flows.
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4. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS
(continued)
(b) Estimation uncertainty (continued)

(if)

(iif)

Income taxes

The Group reviews the carrying amount of deferred tax
assets, if any, at each balance sheet date and reduces
the amount to the extent that it is no longer probable
that sufficient taxable profit will be available to allow
all or part of the deferred tax assets to be utilised. This
requires an estimation of the future taxable profits.
Estimating the future taxable profits requires the Group
to make an estimate of the expected future earnings
from the Group and also to choose a suitable discount
rate in order to calculate the present value of the
earnings.

Depreciation of property, plant and equipment
Property, plant and equipment are depreciated on a

straight-line basis over their estimated useful lives,
after taking into account of their estimated residual
value. The determination of the useful lives and
residual values involve management’s estimation. The
Group assesses annually the residual value and the
useful life of the property, plant and equipment and if
the expectation differs from the original estimate, such
a difference may impact the depreciation in the year
when the estimate is changed and the future period.
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For the year ended 31 March 2008 HE-ZZTN\F=A=1+—HIEFE

5. REVENUE 5 W&
(@) An analysis of the Group's turnover for the year is as (@) AEBFAZEEEIMAOT :
follows:
2008 2007
—BENE ZETLEF
HK$'000 HK$'000
THER T
Sales of goods & & 29,776 14,692
(b) An analysis of the Group’s other revenue and net income (b) AEBFAzEMKERKRAFESN
for the year is as follows: mT :
2008 2007
“EENE —TELF
HK$'000 HK$'000
THER THT
Bank interest income RITH EHA 873 332
Gain on disposal of subsidiaries (note 25) i & KB A 7] Uz (M 7E25) - 1,727
Net foreign exchange gain AINBEE 2 5% 5 78 - 1
Sundry income BB A 1,449 1,444
2,322 3,504
6. FINANCE COSTS 6. HKEA
2008 2007
—EENF —ETLF
HK$'000 HK$'000
THER FHT
Imputed interest expense on AmRESF 2 HEENERAX
the convertible bond (note 24) (MizE24) - 276
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For the year ended 31 March 2008 H#ZE-TT\GE=A=+—HItFE

taxable profits which will be available to utilize the tax losses is
unpredictable.

7. LOSS BEFORE TAX 7. BRBAEE
Loss before tax has been arrived at after charging: BREAIEEE R T FIE
2008 2007
—EENF —TELF
HK$'000 HK$'000
FExT TAT
Staff costs (including directors’ emoluments)  E TR A (BEEFEHE)
— salaries and allowances — e RER 2,920 1,995
- equity-settled share-based payments — AR A REE KKK
RERZ MR 2,849 5,824
- contributions to defined contributions — AR E M FGR KA A ET IR
retirement benefits schemes 74 39
5,843 7,858
Auditors’ remuneration ZERI B & 200 300
Depreciation of property, plant and equipment %1% * BB kR EITE 59 51
Operating lease rentals in respect of FHRMENFE 2 KEHERS
rented premises 130 147
Carrying amount of inventories sold EEFEZEREE 28,821 13,850
Other equitysettled share-based payments Hip A=A N EE R ARG
- consultants’ fees AERZAF-EBEHER 7,073 =
8. INCOME TAX 8. FEH
Hong Kong profits tax is calculated at 17.5% (2007: 17.5%) of BAEFEBIRE NG ERTEFIF17.5%5T
the estimated assessable profit arising in or derived from Hong B(ZZEZTEF 175%) REMBEZERE
Kong. Taxation arising in other jurisdiction is calculated at the HEZHIEREER AR EFERNT RS
rates prevailing in the relevant jurisdictions.
No provision for Hong Kong profits tax and income tax of other RN BN F [ A3 E A FERBUR A -
jurisdictions has been made as the Group has no assessable O A B S Rk M Rt BB I F B R H At A
profits for the year (2007: Nil). FREEZBARELEE (T LF &) -
No deferred tax has been recognized for the year as there are HRYEEAERZES|IBEARERAX
no material temporary differences which will result in a liability NEfE  BEEEARERENIEEE 2 -
to be payable in the foreseeable future and the stream of AE AR E - MERI EREREERIE -
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For the year ended 31 March 2008 HE=-ZTZTN\F=A=1+—HIEFE

8.

INCOME TAX (continued)

The tax for the year can be reconciled to the accounting profit/

(loss) as follows:

sﬁﬁﬁ

HEa,/ (BR) 8K FERBAMT :

2008 2007

—EENE ZETLEF

HK$'000 HK$'000

FER FHIT

Loss before tax bR B A 5 1R (13,369) (6,628)
Tax at the applicable rate of 17.5% 1£17.5% 2 i A =&

(2007: 17.5%) (ZZTLF 175%) T8 2FE 2,340 1,160
Tax effect of income not taxable BEFRRBA 2R EZE 153 3,238
Tax effect of expenses not deductible and A HIBR B 2 R AT HI B S 48

loss not allowable RIS 2 (2,162) (246)
Tax effect of estimated tax losses AEREAREEBINBHE

not recognized (554) (547)
Tax effect of temporary differences AEREREZE RBTE

not recognized 4 13
Tax effect of utilization of tax loss BARNERER T IBEE

previously not recognized LB R 219 -
Other Hitn - (3,618)
Income tax credit/(charge) Frig®izt A/ (G0k) - -
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9.

10.

11.

LOSS PER SHARE

The basic loss per share is calculated based on the loss
attributable to equity holders of the Company of approximately
HK$13,369,000 (2007: approximately HK$6,628,000) and the
weighted average number of 895,834,747 (2007: 644,231,554)
ordinary shares in issue during the year.

Diluted loss per share for the years ended 31 March 2008 and
31 March 2007 have not been disclosed as the share options
and warrants and the convertible bond outstanding during these
years had an anti-dilutive effect on the basic loss per share for
these years.

DIVIDEND
No dividend has been paid during the year nor proposed for the
year (2007: Nil).

BUSINESS AND GEOGRAPHICAL SEGMENTS

(i) Business segments
No business segment information is presented as the
Group's operations for the years ended 31 March 2008
and 31 March 2007 were related solely to the sales of
healthcare products in Hong Kong.

(ii) Geographical segments

In determining the Group’s geographical segments, revenue
is attributed to the segments based on the location of the
customers, and assets are attributed to the segments based
on the location of the assets. No geographical segment
information is presented as over 90% of the Group's
revenue is derived from customers based in and over 90%
of the Group’s assets are located in the People’s Republic of
China, including Hong Kong.

For the year ended 31 March 2008 H#ZE-TT\GE=A=+—HItFE

o

10.

11.

BREE

ARREmREARGZERERBEDR
BFEAZAR T@ ﬁﬁAEmFA%Em
13,369,000 7L (ZE T & : 46,628,000/
) REBITE ﬁﬂxzbu%%’ﬁm% 834,747
i (ZZZ L4 : 644,231,5540%) E@BREE o

ARBE_FTTN\F=ZA=T—HRE=
THF=A=+— Etif%ﬁ%ﬂﬁmﬁh
BEABBRERTRBREZHZEFEER
EAERARBINR AUYTERIZESF
EzBBREEEE -

BE

REEWERESIEZZRERS (ZEZTLF:

) o

(¥RXRitEDE

(i) %28
AEBHEE-_ZTEZNF=ZA=+—HBkK

TERERH AT HLEFEZAH
REXBRECTEHERBER  Ait
I ERIIEHEDBER

(i) LEDHE
ERAEAREZ RO BE  WHMEB
ZEBEBETHRAT MEEMBEBEZ
EBREEMEARE - REBEEBI0%
ke REBIONREEMRPEAR

£ME (BEEE) Bt &0 E
SEEK -
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For the year ended 31 March 2008 HE=-ZTZTN\F=A=1+—HIEFE

12. DIRECTORS’ AND FIVE HIGHEST PAID EMPLOYEES’ 12. EERIEREFEEZHE
EMOLUMENTS
(i) Directors’ emoluments

The emoluments paid or payable to each of the Company’s

directors are as follows:

() E=M=
ENIENARRSEEZZMEMT :

Contributions

Salaries to retirement
and other  Share-based benefits
2008 Fees  benefits payments schemes Total
§eR URB A BIRER
—EENE e HeNg EE2OX I aE
HK$'000 HK$'000 HK$'000 HKS$'000  HK$'000

TER TER TER ThEr  TEx

Executive directors:

Mr. Wong Chun Keung
(Resigned on 21 January 2008)

Mr. Wong Mo Wah Gordon

HITEE .

RERLE
(R=ZBN\F-A-+—HEE)

IR#ERL

(Resigned on 21 January 2008)  (RZZENE— A=+ —BH) - 88 - 5 93
Mr. Fung Cheuk Nang Clement ~ SZg%4&

(Resigned on 9 October 2007) (RZBZLETANREE) - - - = =
Mr. Ng Tin Shui RRERE

(Resigned on 9 October 2007) (R=EZLETANBED) - = - = =
Mr. Liu Jing ARiE

(Appointed on 21 January 2008)  (RZZENF-A-+—HEZ() - 236 - 3 239
Mr. Chu Hon Pong REDEE

(Appointed on 9 October 2007)  (R=EZ+ETANAREZfH) - 236 - 3 239
Mr. Li Heguo ZRERE

(Appointed on 9 October 2007)  (RZZZT+ETANAEZH) - 141 708 3 852
Mr. An Jinping ZRTEE

(Appointed on 9 October 2007)  (RZZZTLETANAEZHE) - 24 - 1 25
Mr. Li Junhong FRERE

(Appointed on 21 January 2008)  (RZZENG—AZ+—HEZ) - 94 - 3 97
Ms. Tong Pui Chi Lucia B ME - 445 708 12 1,165
Mr. Law Kwok Chung EERLE

(Appointed on 21 January 2008)  (R=ZEN\F—A=+—BEZf) - 94 - 2 96
Non-executive director: FHTEE .
Dr. Neil Kai Gu EEPNEh

(Appointed on 21 January 2008)  (R=ZZ\E-A=+—-BEZf) 47 - - - 47
Independent non-executive BYH#EHTEE:

directors:
Mr. Chu Kar Wing REREE 96 - 94 = 190
Dr. Loke Hoi Lam BEEHEL 9% - 9% - 190
Mr. Ku Ling Yu John BEELE 96 - 94 - 190
Total ast 335 1358 1,698 32 3423
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For the year ended 31 March 2008 H#ZE-TT\GE=A=+—HItFE

12. DIRECTORS’ AND FIVE HIGHEST PAID EMPLOYEES' 12. EERTERBREHFEECHE (&
EMOLUMENTS (continued)
(i) Directors’ emoluments (continued)

() E=M= (&)

Contributions
Salaries to retirement
and other  Share-based henefits
2007 Fees benefits payments schemes Total
FER Wik in A RIREF]
i 2 we  Htds  ARZAR A El{E R Lt
HK$'000 HK$'000 HK$'000 HK$'000  HK$'000

TR TR TAL TRAL  TAR

Executive directors: HITEE .
Mr. Wong Chun Keung BEREE - = - - -
Mr. Wong Mo Wah Gordon FTRELE - 189 886 8 1,083
Mr. Fung Cheuk Nang Clement  SE8EEE - - 886 - 886
Ms. Tong Pui Chi Lucia B2/ ME - 311 886 9 1,206
Mr. Ng Tin Shui RAEEE

(Appointed on 13 July 2006) (RZBEAFLATZHEZM) - - - - -
Independent non-executive BU#HTEE:

directors:
Mr. Chu Kar Wing RERKA 96 - - - 96
Dr. Loke Hoi Lam BEgmEL 9% - - - 9%
Mr. Ku Ling Yu John BERLE 9% - - - 9%
Total @it 288 500 2,658 17 3,463

During the year, no emoluments were paid by the Group
to any of the directors as an inducement to join or upon
joining the Group or as compensation for loss of office
(2007: Nil).

During the year, Mr. Li Heguo waived emoluments of
HK$128,710, Mr. Chu Hon Pong waived emoluments
of HK$128,710, Mr. An lJinping waived emoluments of
HK$194,645, Ms. Tong Pui Chi Lucia waived emoluments
of HK$48,226, Mr. Wong Chun Keung waived emoluments
of HK$462,967, Mr. Fung Cheunk Nang Clement waived
emoluments of HK$237,806, Mr. Wong Mo Wah Gordon
waived emoluments of HK$286,516 and Mr. Ng Tin Shui
waived emoluments of HK$237,806 (2007: Mr. Wong
Chun Keung waived emoluments of HK$576,000, Mr. Fung
Cheuk Nang Clement waived emoluments of HK$456,000,
Ms. Tong Pui Chi Lucia waived emoluments of HK$162,000,
Mr. Wong Mo Wah Gordon waived emoluments of
HK$215,000 and Mr. Ng Tin Shui waived emoluments of
HK$327,290).

The directors consider that they are the only key
management personnel of the Group and details of their
compensation have been set out above.

RER AEBE I EEEE ST M
T ERREMBASE LN INBEE 2FH
SREABRBRE(CZTLE 8 -

RAFEE  ZRMBELEREHE128,710
B REBLEREM£128,7108
TC &8 R BN £ 194,645 T &
B /NEZ R £48,2268 T =i
B E T £462,9678 T B R ALk
5 2 B £237,80608 7T~ T R R A&
R £286,5168 T R RKE KA
BB £237,806B L (ZETLF: mi
08 45 4 28 B £576,00078 T © 5 2 AE
HE 2D B £456,0008 7 B W Z /)N H
%M £162,000% T ¢ B %k A # 2
©215,0008 T R RAELE LR R &
327,290/ 7T) ©

EERR NERAREIE—IRER
BAB ARBSHEZFBEIARLX
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For the year ended 31 March 2008 HE-ZZTN\F=A=1+—HIEFE

12. DIRECTORS’ AND FIVE HIGHEST PAID EMPLOYEES'

EMOLUMENTS (continued)
(ii) Five highest paid employees

During the year, the five highest paid individuals included
three (2007: two) directors, of whom one was previously a
non-director highest paid individual appointed as director
on 21 January 2008, details of whose emoluments are set
out above. The emoluments of the previously non-director
highest paid individual before appointment as director
and the other two (2007: two) non-director highest paid

individuals are as follows:

12. EERIEREHREZHE (H)

(i) EEBSHES
RAEE FAEEZAERSHFALERE
R (ZETLF MBI ES(Hbh -4
ZHAFEERRFAL R_TTNF
—AZt-REZERES HMeHE
EREXES) EREREFAANE
EZBRRHFALREAMRE (Z22LF:
ma)ERHALCFER) 2MEMT :

2008 2007

—EENE —TELF

HK$'000 HK$'000

FTHER FET

Salaries and other benefits e kEMN S 548 736

Discretionary bonuses BB IEAL 47 59
Contributions to retirement RIRARRET 8K

benefits schemes 17 30

Share-based payments AR 75 B 2 3R 1,152 3,165

1,764 3,990

Emoluments of the non-director highest paid individuals,
including the one who was appointed as director on 21
January 2008, fell within the following band:

= igE

= = 3

AL GFER) (BRE-EZR_FF

NE—A-+-BERELREEZAL)
ZEEN R THIEE

Number of individuals

AE
2008 2007
—EENE —ERF
Within HK$ 1,000,000 1,000,000/ 7L A 3 3
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For the year ended 31 March 2008 H#ZE-TT\GE=A=+—HItFE

13. PROPERTY, PLANT AND EQUIPMENT 13. ¥ -BERRE
The Group NEE
Computer Furniture,
equipment and fixtures and
systems equipment Total
BElRE B £E
SES ST wa
HK$'000 HK$'000 HK$'000
FHET FHET FHT
Cost: B
At 1 April 2006 RZEERFHNA—A 42 41 83
Additions NE 26 133 159
At 31 March 2007 and 1 April 2007 R=-FTLH=A=+—-AK
—EELFMA—A 68 174 242
Additions NE 13 - 13
At 31 March 2008 RZZEZENF=A=+—H 81 174 255
Accumulated depreciation B FERREE:
and impairment:
At 1 April 2006 RZTZE FMA—H 9 1 10
Charges for the year FEER 18 33 51
At 31 March 2007 and 1 April 2007 RZETLF=A=+—-HK
—ZET+EMA—H 27 34 61
Charges for the year FEER 24 35 59
At 31 March 2008 RZZZENF=A=+—8H 51 69 120
Net carrying amounts: BRERE
At 31 March 2008 R-ZEENF=H=+—H 30 105 135
At 31 March 2007 R-ZZEZ+F=A=+—H a1 140 181

ANNUAL REPORT 2008 F 3R

65



NEW CHINESE MEDICINE HOLDINGS LIMITED %7 8 % # g & R A A

NOTES TO FINANCIAL STATEMENTS B %% ¥k 2% i 5+

66

For the year ended 31 March 2008 HE-ZZTN\F=A=1+—HIEFE

14. INVESTMENTS IN SUBSIDIARIES

14. RIB AR ZKRE

The Company

PN
2008 2007
—EENE —EETLEF
HK$'000 HK$'000
FEx FHIT
Unlisted shares, at cost FELETRG  TEA 40,005 40,005
Provision for impairment losses HEEERE (40,005) (40,005)

Details of principal subsidiaries as at 31 March 2008, which
materially affected the Group’s results or net assets, are set out

HAGEXEREEFEELEATEL
EENBRAR-_ZENFE=ZR=+—

in note 32. HZ F# S RHIFE32 ©
15. INVENTORIES 15. B &
The Group
REE
2008 2007
—EENF —TTLF
HK$'000 HK$'000
FTHx FHT
Goods held for sale BEHEZE R 586 1,867
16. AMOUNTS DUE FROM SUBSIDIARIES 16. EWKIE A A
The Company
b /N
2008 2007
—ZENE —EELE
HK$'000 HK$'000
FEx FHET
Amounts due from subsidiaries UK B 2 Rk IB 92,991 50,482
Provision for impairment loss: WEE B
Beginning balance FETF (50,482) (39,128)
Amount provided during the year FERELS - (11,354)
Amount reversed during the year FEROSHE 7,515 -
Ending balance FRERF (42,967) (50,482)
Net carrying amount REFE 50,024 -

The amounts due from subsidiaries are unsecured, interest free

and repayable on demand.
ANNUAL REPORT 2008 F#k
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17. TRADE AND OTHER RECEIVABLES

For the year ended 31 March 2008 H#E-TTNF=A=F+—HILFE

17. BEWER T K H 1 fE W 7178

The Group The Company
r5HE N
2008 2007 2008 2007
ZEENE | ZZTHF | ZBBENE | ZTTLF
HK$'000 HK$'000 HK$'000 HK$'000
THERT FHT TExT FHET
Trade receivables JFE LT B 5% 42 B8 6,014 6,555 - =
Deposits and prepayments e REMNFRE 18,435 174 18,379 126
24,449 6,729 18,379 126
The aging analysis of trade receivables is as follows: ERERRRATAT -
The Group The Company
r5H NG|

2008 2007 2008 2007
“ERNE | —TTLF | ZBBNE | _TTLF
HK$'000 HK$'000 HK$'000 HK$'000
THET FHT TET TET
0-30 days 0—30K 5,997 5,260 - -
31-60 days 31—60K - 1,240 - -
Over 60 days 60K A £ 17 55 - -
6,014 6,555 _ _

18. CASH AND BANK BALANCES

Cash and bank balances comprise cash held by the Group and
short-term bank deposits with original maturity of three months

or less.

19. TRADE AND OTHER PAYABLES

18. RERRTER

ReRBTEFERRASERERERRA]
HRA=EALERE 2 BHMRITER -

19. ENRR R E A RR

The Group The Company
rEE EAH
2008 2007 2008 2007
ZEENE | ZE2TLE | ZBENE | ZZTtF
HK$'000 HK$'000 HK$'000 HK$'000
THER FHET TERT FHET
Trade payables JE 1< BR SR 4B 58 421 2,641 - =
Other payables and accruals Hfth & 15 3018 ]2

&R 1,134 2,442 101 287
1,555 5,083 101 287
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For the year ended 31 March 2008 HE=-ZTZTN\F=A=1+—HIEFE

19. TRADE AND OTHER PAYABLES (continued) 19. BN BRR K H o R (&)
The aging analysis of trade payables is as follows: FENER R BRIR DT
The Group The Company
S 3 AT

2008 2007 2008 2007
ZBENF | ZTT+F | ZBENF | ZTTLF
HK$'000 HK$'000 HK$'000 HK$'000
TER FET THER FET
0-30 days 0—30K 421 2,594 - =
31-60 days 31-60K - - - -
Over 60 days 60R M £ - 47 - -
421 2,641 - _

20. DEFERRED TAX

The major deferred tax assets/(liabilities) of the Group not

20. EEFE

AEBARRAZIBEEHBAEE (AF)

recognized are analysed below: DT
Property,
plant and Unused
equipment tax losses Total
NE- BE KBHAZ
T BIEER HE
HK$'000 HK$'000 HK$'000
TET THET FHET
At 1 April 2006 RZZZ R FMNA—H 13 7,571 7,584
Net change in deferred tax assets/(liabilities) FEAERZELERIE
not recognized for the year BE/ (AR 28 FE 9 179 188
At 31 March 2007 and 1 April 2007 RZBEZLE=A=+—HK
ZZETHFMA—H 22 7,750 7,772
Change in tax rate i g (1) (443) (444)
Net change in deferred tax assets/(liabilities) irﬂg%z;_uﬁza
not recognized for the year BE/ (AR 8 EE (6) 315 309
At 31 March 2008 R-ZBENFE=A=+—H 15 7,622 7,637

The Company has no significant deferred tax assets or liabilities

not recognized at 31 March 2008 (2007: Nil).
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For the year ended 31 March 2008 H#ZE-TT\GE=A=+—HItFE

21. SHARE CAPITAL 21. B
Number of
shares Amount
BRHEE #E
'000 HK$'000
T’ TERT
Authorised (ordinary shares of HK$0.04 each): AT (BIREEC.04B L2 L MAR) -
At 1 April 2006, 31 March 2007 and 2008 RZZEZERFHOA—HB - Z2TLER
—EENF=ZA=1+—H 5,000,000 200,000
Issued and fully paid BERITRER
(ordinary shares of HK$0.04 each): (FRMEEC.04BTT 2 TBMR)
At 1 April 2006 RZZETRFOA—H 567,250 22,690
Issue of new shares upon conversion of SR M AR (B 5 B BT
convertible bond (note (a)) kA — Kl &) 138,889 5,556
Issue of new shares upon exercise of IERREREITHRG — M)
share options (note (b)) 46,000 1,840
At 31 March 2007 and 1 April 2007 RZZETLF=A=+—HEK
—EELFMA—H 752,139 30,086
Issue of new shares under BERDRERITHRS — MEC
share subscriptions (note (c)) 300,000 12,000
Issue of new shares upon exercise of IR AL R R IR B R B AT
bonus warrants (note (d)) R — FIEE(d) 969 39
At 31 March 2008 R-ZZBEENF=A=+—H 1,053,108 42,125

Notes:
(a) Convertible bond

On 9 October 2006, the convertible bond with an aggregate
principal amount of HK$10,000,000 was converted into
138,888,890 shares of the Company at the price of HK$0.072 per

share.

wit

(a) AERRES
RZTZTRF+ANA - A&4$£10,000,000
BTz RRES  RER.072ETZER
8240 5 K\ 7]138,888,890/% A% 17 °
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For the year ended 31 March 2008 B#Z —ZZN\F=A=+—HIFE

21. SHARE CAPITAL (continued)

(b)

(c)

(d)

Share options

Share options granted on 29 November 2006 were exercised by
option-holders during the year ended 31 March 2007 to subscribe
for a total of 46,000,000 shares in the Company by payment of
subscription monies of approximately HK$7,038,000, of which
approximately HK$1,840,000 was credited to the share capital
account and the balance of approximately HK$5,198,000 was
credited to the share premium account.

Share options granted on 16 November 2007 were still outstanding
at 31 March 2008.

Details of the share options are set out in note 27.

Share subscriptions

On 24 September 2007, 300,000,000 shares of the Company
were issued under various subscription agreements, which
were approved by resolutions duly passed at an extraordinary
general meeting held by the Company on 18 September
2007, to subscribers at a total consideration of approximately
HK$60,000,000, of which approximately HK$12,000,000 was
credited to share capital account and the net balance after
expenses of approximately HK$47,717,000 was credited to the
share premium account.

Bonus warrants

On 29 June 2007, a bonus issue of warrants, which was approved
by a resolution duly passed at an extraordinary general meeting
held by the Company on 27 June 2007, was made in the
proportion of one bonus warrant for every five shares held by
the shareholders on the Register of Members on 27 June 2007,
resulting in 150,427,778 warrants being issued. Each bonus
warrant entitles the holder thereof to subscribe for one ordinary
share at an initial subscription price of HK$0.60 per share, from
the date of issued to 30 June 2010.

On 24 September 2007, the subscription price of the existing
bonus warrants was adjusted from HK$0.60 per share to HK$0.46
per new share, upon completion of the share subscriptions as
mentioned in note (c) above.

Bonus warrants were exercised by warrant holders during the year
ended 31 March 2008 to subscribe for shares in the Company by
payment of subscription monies of approximately HK$446,000,
of which approximately HK$39,000 was credited to share capital
account and the balance of HK$407,000 was credited to the share
premium account, resulted in a total of 968,989 shares in the
Company being issued.
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(c)

(d)

21. RA& ()

BiE
BE-TTLHF=A=+—HILFE"
ZRE+—A= +n5%52%k%%%h%
BB ATTE - AR S £46,000,0008 A A
%@'Eﬁﬁiﬁm%mﬁﬁzm&mmﬁn
H A #91,840,0008 T EF ARAE M T
#)5,198,0007%8 7T A B 5T AR5 )5 (B8R °

SETLET-ATRBEHZBRER S
T\EZ A=+ RERGE

R I RN T 27 -

B R B
RZFZLtEAAZTHEA A2AA
300,000,000 ik R IR & & REH 2 (ZE W
FEBR-ZZTLENATNBEITZAD
ARRRBRAS EEXNBBZRAERENE)
1% 42 ({8 960,000,000/ 7T M R EE A %17 &
i #912,000,00078 T B 5t ABRARR - MEH K
47,717,000 LRI B 5T AR DR EER

AR R R

RZZTLEASAZTNE  BERZTTLF
NAZTEBERIBRREMZRREERAE AR
P A T B — 10 KL 7 3% Hﬂfé & Z LB ITRIR
BEZANZET(BRERARAR_ZZTLFER
ﬂ_+t5ﬁ”2%%ﬁﬁﬁﬁiETLﬂZ
RBEREBE) © 5150150,427,77810 BB #E B
%%ﬁ BHANBREZXEERAABE
TTZHiiffffix‘_\ﬂjJrE '*H*Hﬁ
0.60B T2 NHREBRBE —IRE

R-ZZEZEtFNA-FTHNAE - EXHFECQRR
ZRNRBETKE  BEAFRRES 2 RE
BRER0.60BTTARETRIMAM0.46/8TT

BE-ZT/\FE=A=+—HLEE TFR
RIEZFRAFIRAREBRAATEUARERD
AR - A R EE I A446,0004 7T
H A #4939,000 LB st AR ARR - 1 E 84
407,000 L AI B 5T ABR D& B AR + Sl BUARR
74851968, 9891 I 1 JE B 1T o
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For the year ended 31 March 2008 H#E-TTN\F=A=F+—HILFE

22. RESERVES 22. f#fE
The Group rE
Convertible
honds Share
Share equity options  Translation Special ~ Accumulated
premium reserve reserve reserve reserve losses Total
R ES
R EE ki@ BRERE  RERGE  RARAE ZitE R ag
HK$'000 HK§'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AL AL T T L AL L
At 1 April 2006 RZEE E0A-H 18,269 3,036 - 322 (39,998) (2,330) (20,701)
Loss for the year EEER = = = = - 6,628) (6,628)
Transfer to profit or loss on disposal (&S ¥ BHEEZ
of foreign operations aREE = - = (322) = = (322)
Total recognised income and EERINARR 28
expense for the year - - - (322) - (6,628) (6,950)
Recognition of equity-settled ANEEHIEER
share-based payments IR BER 23 - - 5,824 - = = 5,824
Issue of ordinary shares upon RRREREERE
exercise of share options BILak 11,022 - (5,824) - - - 5,198
Issue of ordinary shares upon TEERERETEAR
conversion of convertible bond 4,811 (3,036) - - - - 1,775
At 31 March 2007 and 1 April 2007 R=ZE5+E=A=1-8E
“EELEMA-A 34,102 - - - (39,998) (8,958) (14,854)
Loss for the year EEER - - - - - (13,369) (13,369)
Total recognised income and EERIWARRZ 88
expense for the year - - - - - (13,369) (13,369)
Recognition of equity-settled ERNERFAEE RARRA
share-based payments ESA - - 9,922 - - - 9,922
Issue of ordinary shares under RERARERT AR
share subscriptions 41,117 - - - - - 47,117
Issue of ordinary shares upon TEAFIRRERS
exercise of bonus warrants ETEER 407 = = = - - 407
At 31 March 2008 R-ZZENE=B=1-H 82,226 - 9,922 - (39,998) (22,327) 29,823
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For the year ended 31 March 2008 HE=-ZTZTN\F=A=1+—HIEFE

22. RESERVES (continued)

22. ®HE(4E)

The Company rEE
Convertible
Share  bonds equity  Share options  Accumulated
premium reserve reserve losses Total
TRRES
R EE BAGE BRERE EST 3 ag
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAL THIL THL TAL FAL
At 1 April 2006 RIS EMA-H 18,270 3,036 = (37,039) (15,733)
Loss for the year EEER - - - (20,662) (20,662)
Total recognised income and ~ EEBAUARR L 45
expense for the year - - - (20,662) (20,662)
Recognition of equity-settled ~ EZLERHAEER
share-based payments AR BER 2 3 - = 5,824 = 5,824
Issue of ordinary shares upon  RATAREFEERE
conversion of convertible bond %17 LRk 11,021 = (5,824) = 5,197
Issue of ordinary shares upon  {IFEREERTLER
exercise of share options 4811 (3,036) - - 1,775
At 31 March 2007 and RZZEtE=A=1+-AR
1 April 2007 “SStEMA-A 34,102 - - (57,701) (23,599)
Loss for the year FEER = = = (4,040) (4,040)
Total recognised income and ~ EEBAUARR L 45
expense for the year - - - (4,040) (4,040)
Recognition of equity-settled ~ BRMEREHAEERARR
share-based payments BERZ R - - 9,922 - 9,922
Issue of ordinary shares upon ~ BERHABETLER
share subscriptions 47,117 - - - 47,717
Issue of ordinary shares upon  {T(EAFIRIRERE
exercise of bonus warrants BLak 407 - - - 407
At 31 March 2008 R-2EN\FZR=Z1-H 82,226 - 9,922 (61,741) 30,407
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23.

RESERVES (continued)

The Company’s reserves available for distribution include the
share premium and accumulated profits/(losses). Under the
Companies Law (Revised) Chapter 22 of the Cayman Islands
(the “Companies Law"), the share premium of the Company is
available for paying distributions or dividends to shareholders
subject to the provisions of its Memorandum or Articles of
Association and provided that immediately following the
distribution or dividend payments the Company is able to pay
its debts as they fall due in the ordinary course of business.
In accordance with the Company’'s Articles of Association,
dividends may be declared and paid out of the profits of the
Company, realized or unrealized, or from any reserve set aside
from profits which the directors determine is no longer needed.
With the sanction of an ordinary resolution, dividends may also
be declared and paid out of share premium account or any
other fund or account which can be authorized for this purpose
in accordance with the Companies Law.

In the opinion of the directors, as at 31 March 2008, the
Company'’s reserves available for distribution to shareholders
amounted to approximately HK$20,485,000 (2007: Nil).

CAPITAL DISCLOSURE
The Group's objectives when managing capital are:

(i) to safeguard the entity’s ability to continue as a going
concern, so that it can continue to provide returns for
shareholders and benefits for other stakeholders; and

(i) to provide an adequate return to shareholders.

The Group manages the capital structure and makes adjustments
to it in the light of changes in economic conditions and the risk
characteristics of the underlying assets. In order to maintain or
adjust the capital structure, the Group may adjust the amount
of dividends paid to shareholders, return capital to shareholders,
issue new shares, or sell assets to reduce debt. No changes were
made in the objectives, policies and processes during the years
ended 31 March 2007 and 2008.

The Group monitors capital on the basis of gearing ratio, which
is calculated as total liabilities over total assets. The Group's
strategy is to maintain the gearing ratio at a satisfactory level.
The gearing ratio as at 31 March 2008 was 2% (2007: 25%).

For the year ended 31 March 2008 H#ZE-TT\GE=A=+—HItFE

22,

23.

ﬁﬁ()
ARRADKFENRDEERRHEF, (B
?@ ﬁﬁ% ﬁ%&é%nﬁﬂﬁiﬁﬁ%
) (TARVAE] - ARRIRM & E R ABRRD
ﬁiiﬁhg'ﬁﬁk?Kﬂﬂmﬁﬁﬁﬁﬁ
AR AR A ERD BN ERE D IR S AR
B DARNEENRBEXBKBRED B
B% HAEEAIRRINRE - REAXQF

AEEEAR RERARARAEZBRLAR
BRI ETNEREEER/TERER
ZEAREPRETRIXN - KRB ERR
FROFAET  BRENTAERMEERIAA
EREAEEREZENAMES LKA P
BETREAXA -

EZRR N-_ZETNF=A=t—-H &R

B ] it ) IR B R < (7 5 40 /520,485,00078 7T
(ZZ2ZTtF &) -
EXEE

AEERNERERAZARR:

() BREXEBELLZESN  NEHERHF
BRERRREHEDBR A EHEEETRE
Mz R

(i) ARREHTEER -

AEERBEREGHEDREBREE ZAR
FUEBREARBREEFELRAE - RERS
RBEARE  AEEAEARABRR K
B2 RMBEREEEAR  BITHR - Ll
EEENRBEARE HE_FTTLFR_FTT
NEZRA=+—HALFE FEREBRF BE
LBEELESD -

AEBREEABLX (4 %%x%ﬁ?)
HEEZEAR AEEZREARFEAE
BEERSARBEZKE-ZZZN
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For the year ended 31 March 2008 B#Z —ZZN\F=A=+—HIFE

24. CONVERTIBLE BOND

The Company issued a convertible bond with an aggregate
principal amount of HK$10,000,000 to a creditor on 27 January
2006. The major terms of the convertible bond are as follows:

Maturity date:

The convertible bond is due and will mature on the fifth
anniversary of the date of issue of the convertible bond.
The Company shall repay the principal amount outstanding
under the convertible bond to the bondholder(s) on the fifth
anniversary of the date of issue of the convertible bond.

Redemption:

Ten certificates in respect of the convertible bond in the
principal amount of HK$1,000,000 each were issued to
the creditor by the Company. The convertible bond may be
redeemed at the option of the Company in whole (in an amount
of HK$1,000,000 each), but not in part, on giving not less than
30 nor more than 60 days' notice to the bondholder(s) at their
principal amount without any interest.

The directors have assessed the fair value of this early
redemption right and considered the fair value to be
insignificant.

Interest:
The convertible bond shall not bear any interest.

Conversion rights:

The bondholder(s) shall have the right to convert the convertible
bond in an amount or integral multiple of HK$1,000,000 of
the outstanding principal amount of the convertible bond into
shares of HK$0.04 each in the capital of the Company at any
time following the date of issue of the convertible bond at
the initial conversion price of HK$0.072 per share (subject to
adjustments).

Conversion shares:

Assuming full conversion of the convertible bond, the Company
will issue 138,888,890 new shares of HK$0.04 each. The
conversion shares will rank pari passu in all respects with the
then existing shares in issue.
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24. CONVERTIBLE BOND (continued)

Transferability:

Subject to the approval of the Company, the convertible
bond may be assigned or transferred to any party or parties
other than a party connected with the Company or any of
the connected persons as defined in the GEM Listing Rules.
The Company has undertaken to the Stock Exchange that it
will disclose to the Stock Exchange any dealings by any of the
connected persons as defined in the GEM Listing Rules from
time to time in the convertible bond immediately upon the
Company becoming aware of such dealings.

Voting right:

Holder of the convertible bond (or any part thereof) will not
be entitled to attend or vote at any shareholders’ and/or
warrantholders’ meetings of the Company by reason only of it
being a holder of the convertible bond (or any part thereof).

Listing and trading of the convertible bond:

No application will be made for the listing of and permission to
deal in the convertible bond on the Stock Exchange or any other
stock exchange.

The convertible bond contains two components, liability and
equity elements. The equity element is presented in equity
headed “Convertible bonds equity reserve”. The effective
interest rate of the liability component is 7.5%.

The movements of the liability component of the convertible
bond for the years ended 31 March 2007 are set out below:

For the year ended 31 March 2008 H#ZE-TT\GE=A=+—HItFE

24, AR R E S (&)
BE:
FARAMER - ATRBEFIERLEET
FRERRABEZ ALTHAIER EHRRR
EZEMBEALTAIINZEFNAL - ARFE
[r) Bt 52 Pt A S X A T AE ] BR B AR BT AR
AIREZHAENT IR ETARRESZE

WEER AREABIMREXETEE -

R
AR ES (REEEES0) 2H5E AR ER
EREATBRBEES (REEAHBH)HEALZ
FOHERBARR 2 EFMBRRR, SRR EE
BAEAREHINELRE -

TRRESLTREE:
ZNUNETR SRR R Y S R R )
FEMEMELFISHALETRES -

AREFREMEY BEHD gD
BEHAC 2NN ERE  FEAR A RBIES
BERE] REBIZBERAERTSP% °

TRREHFAESIBE_FTLFZA
St BEFEZEHMT

HK$'000

FHET

Liability component at 1 April 2006 R_ZEERNFENA—BZEERH 7,054
Imputed interest charged HERE LT 277
7,331

Conversion into the Company’s shares LEE: Al YiN/NGT ) (7,331)

Liability component at 31 March 2007

R-BEtE=ZA=t+—-B2EEHH -

On 9 October 2006, the convertible bond with an aggregate
principal amount of HK$10,000,000 was converted into
138,888,890 shares of the Company at the price of HK$0.072
per share.

R_ZEERNFEF+AAB AL BEEA
10,000,000/ Jt 2 A] # §% (& % LA & (%0.072/8
JLEE A A KN R] 138,888,890 AR 175 °
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25. DISPOSAL OF SUBSIDIARIES
On 19 December 2006, the Company disposed of its entire
equity interests in its subsidiaries, NCM Shoji Co. Limited and
New Chinese Medicine (Website) Limited, at a consideration
of HK$2. Details of the assets and liabilities disposed of are as

25,

HEMHE A H

RZZZREF+ZATNAB  ARANARE2
B0 & HH B 2 FINCM Shoji Co. Limited &
FHRE(WRE)ARARANZEES - BHAN
EMBERBEMNT :

follows:
2007
—ETtF
HK$'000
FAT
Deposits and prepayments Ze RBEAFKIE 1
Other creditors and accruals Hi e RIE R EAFE B (1,406)
(1,405)
Release of translation reserve BHZHERE (322)
Gain on disposal of subsidiaries HENB QR K= 1,727
Total consideration, satisfied by cash NBeBMN 2 BRE -
Net cash inflow arising on disposal HEEEZHERAFE -

26. COMMITMENTS 26. &IE

(a) Operating lease commitments
As the balance sheet date, the Group’s commitments for
future minimum lease payments under non-cancelable
operating leases are as follows:

(a) EEBEWAE
REER  AEERBAMEENE T
ARHELEHONATHAE G Z KK
BEORSEENT

2008 2007

—EENE —ZELEF

HK$'000 HK$'000

FET FET

Within 1 year —F AR5 12 130
After 1 year but within 5 years E_FEFLFIH

(BFEERME) - 23

12 153

The operating lease related to warehouse facilities for a
term of two years from 5 June 2006 to 4 June 2008 at a
monthly rental of HK$10,800.
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ANNUAL REPORT 2008 =R

EHEERBZRALEANE ST AF
NARBAN  BEEZZEZEN\FNAEHB
mik - BEIME - S ATE£10,8008 T



OB &% ZE KRB R A A NEW CHINESE MEDICINE HOLDINGS LIMITED

NOTES TO FINANCIAL STATEMENTS &7 %% ¥ 2% fff 5+

For the year ended 31 March 2008 H#ZE-TT\GE=A=+—HItFE

26. COMMITMENTS (continued) 26. i (&)
(b) Capital commitments (b) BREE
At the balance sheet date, the capital commitments REER  KRRMBHREABEIAEE
outstanding not provided for in the financial statements are HARBRN 2 EAREENAT -
as follows:
The Group The Company
r5%H b NG|
2008 2007 2008 2007
—EENF | ZZTLF | ZBENF | ZTTLF
HK$'000 HK$'000 HK$'000 HK$'000
FTET FHT TERT FET
Acquisition of subsidiary g = NG
contracted for GHED 25,000 - 25,000 -
Deposit paid Ef%sE (15,000) = (15,000) =
10,000 - 10,000 -
27. SHARE OPTION SCHEME 27. BRER &
The Company’s share option scheme (the “Share Option ARRABRBE-—BHEARZEN_ZZT_F=
Scheme”) was approved on 1 February 2002 pursuant to a A—BHAERAR 2B & ([FEAR RS
written resolution of the Company. 2l o
The purpose of the Share Option Scheme is to enable the BREFEEEZARAMALEALEL
Company to grant options to selected individuals to subscribe AIREARBRGD < BRE  EARFHAE
for shares in the Company as incentives or rewards for their BEFEER < REIKEH EF A NERE
contributions to the Group. The Board may, at its discretion, ARAHAEEEMKE DA 2 EAEBHK
invite any full-time or part-time employee of the Company REEE BEASEEMKE QAR ZEM
or any member of the Group, including any director of any EERARAI K EEMKNE QR ERERM
member of the Group and any advisor or consultant (in areas A AN (BRI B EEEREH)
of technical, financial or corporate managerial) of the Company AR A AR R 2 BBRRE - BT
or any of its subsidiaries to take up options to subscribe for the HEREZREAET - BREFSIBR =
shares in the Company for a consideration of HK$1 per each lot ZE G- A AR TFHRNERBR -
of share options granted. The Share Option Scheme will remain REREAEHEABREBBRESTED
valid for a period of 10 years commencing on 1 February 2002. REFRAEHBBTE - B AR T HERE
The option period shall not be less than 3 years and shall not ARTERIF A 2 &R - SEABEREREN
exceed 10 years from the date of acceptance of option. There is ZIATTARE N B BREFT28A AT

no minimum period for which an option must be held before it
can be exercised. HK$1 is payable on acceptance of an option
within 28 days from the date of grant.
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For the year ended 31 March 2008 B#Z —ZZN\F=A=+—HIFE

27. SHARE OPTION SCHEME (continued)

The total number of shares in respect of which options may be
granted under the Share Option Scheme must not in aggregate
exceed 46,900,000 shares, which represent 10% of the shares
in issue as at 7 March 2002, being the date of listing of the
Company’s shares on GEM, unless approval from the Company’s
shareholders has been obtained. The total number of shares
issued and to be issued upon exercise of the options granted
and to be granted to each individual in any twelve-month
period up to and including the date of grant shall not exceed
1% of the shares in issue at the date of grant unless approval
from Company’s shareholders has been obtained. By an ordinary
resolution duly passed at an extraordinary general meeting of
the Company held on 8 November 2007, the total number of
shares in respect of with options may be granted under the
Share Option Scheme was increased to 105,213,889 shares,
which represents 10% of the total number of shares in issue at
22 October 2007.

Options may be exercised at any time during the specified
option period. The exercise price shall be determined by the
directors of the Company, and shall be at least the highest of
(i) the closing price of the Company’s shares as stated on GEM’s
daily quotation sheets on the date of grant; (ii) the average
closing price of the Company’s shares for the five business days
immediately preceding the date of grant; and (iii) the nominal
value of the Company’s shares.

The overall limit on the number of shares which may be issued
upon exercise of all outstanding options granted and yet to
be exercised under the Share Option Scheme and any other
schemes involving the issue or grant of options must not exceed
30% of the Company’s shares in issue from time to time.
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27. BT E (&)
TRRERZ-FFLF=A=t-ALE
ERRES E TAR A MRS

27. SHARE OPTION SCHEME (continued)
The following table discloses movements of the Company’s
share options under the Share Option Scheme for the year

ended 31 March 2007:

Outstanding Granted Exercised  Outstanding
Exercise Exercise as at 1 April during during as at 31 March
Grantee Date of grant price period 2006  theyear  the year 2007
RZBERE R=Z5t#
mA-A ZA=t-H
WATE  FERY FEAR fd R AT
ERA RiBH e TS ZBRE cBRE cBRE ZBRE
HK$ ‘000 ‘000 ‘000 ‘000
BT Tk Tk Tk T
Director
Bz
Mr. Wong Mo Wah Gordon 29/11/2006 0.153 29/11/2006 = 7,000 7,000 =
to 28/11/2009
THEEE 29/11/2006
£28/11/2009
Mr. Fung Cheuk Nang Clement 29/11/2006 0.153 29/11/2006 - 7,000 7,000 -
to 28/11/2009
REfLE 29/11/2006
£28/11/2009
Ms. Tong Pui Chi Lucia 29/11/2006 0.153 29/11/2006 = 7,000 7,000 =
to 28/11/2009
e 29/11/2006
£28/11/2009
Sub-total - 21,000 21,000 -
Pt
Employees 29/11/2006 0.153 29/11/2006 = 25,000 25,000 -
to 28/11/2009
&8 29/11/2006
£28/11/2009
Total = 46,000 46,000 -
@t

The closing share price immediately before the date on which
the share options were granted was HK$0.15. The weighted
average share price at the dates of exercise of the share options

was HK$0.18.

%&mﬁgmzﬁuzw W7 B :0.15%8
T FTERR AR B (D 2 fn#EF 9B R0.1878

o

S

ANNUAL REPORT 2008 #F 3R

79



NEW CHINESE MEDICINE HOLDINGS LIMITED 37 & % #

Ty
Er

BAERLXF

NOTES TO FINANCIAL STATEMENTS B %% ¥k 2% i 5+

80

For the year ended 31 March 2008 B#Z —ZZN\F=A=+—HIFE

27. SHARE OPTION SCHEME (continued)

The fair value of the share options granted during the year was
HK$0.1266 per option and the Group recognized a share option
expense of approximately HK$5,824,000 during the year ended
31 March 2007.

The fair value of equity-settled share options granted during
the year was estimated as at the date of grant, using the Black-
Scholes option pricing model, taking into account the terms
and conditions upon which the share options were granted. The
following table lists the inputs into the model used for the year
ended 31 March 2007:

Expected volatility: 192.44%
Risk-free interest rate: 3.475%
Expected life of option: 3 years

The expected volatility reflects the assumption that the historical
volatility is indicative of future trends, which may also not
necessarily be the actual outcome. No other feature of the share
options granted was incorporated into the measurement of fair
value.

The 46,000,000 share options exercised during the year resulted
in the issue of 46,000,000 ordinary shares of the Company
and new share capital of approximately HK$1,840,000 and
share premium of approximately HK$11,022,000 (before issue
expenses).
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FRRTREBREZ AFEAR1266B T &
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27. SHARE OPTION SCHEME (continued) 27. BREGHEI(F)
The following table discloses movements of the Company’s TREEEE-_STEN\F=A=1+—HLF
share options under the Share Option Scheme for the year EEREFETARR 2 BRES

ended 31 March 2008:

Outstanding Granted Exercised  Outstanding

Exercise Exercise as at 1 April during during as at 31 March
Grantee Date of grant price period 2007  theyear the year 2008
R-22tE R-2ENF
mA-A ZA=t-H
WATE  FERY FEAE LESd
ERA RiAH 15 TS ZBRE ZBRE BRE ZBRE
HKS '000 '000 '000 '000
BT TR TR TR i
Director
Bz
Mr. Li Heguo 16/11/2007 1.1 16/11/2007 = 7,500 = 7,500
to 16/11/2010
ZHELE 16/11/2007
£16/11/2010
Ms. Tong Pui Chi Lucia 16/11/2007 1.1 16/11/2007 - 7,500 - 7,500
to 16/11/2010
B 16/11/2007
£16/11/2010
Mr. Chu Kar Wing 16/11/2007 1.1 16/11/2007 - 1,000 - 1,000
to 16/11/2010
BREL 16/11/2007
2£16/11/2010
Dr. Loke Hoi Lam 16/11/2007 1.1 16/11/2007 = 1,000 = 1,000
to 16/11/2010
EEEEL 16/11/2007
£16/11/2010
Mr. Ku Ling Yu John 16/11/2007 1.1 16/11/2007 - 1,000 - 1,000
to 16/11/2010
BREEL 16/11/2007
2£16/11/2010
Sub-total - 18,000 - 18,000
NG
Employees 16/11/2007 1.1 16/11/2007 - 12,219 - 12,219
to 16/11/2010
&8 16/11/2007
2£16/11/2010
Consultants 16/11/2007 1.1 16/11/2007 - 75,000 - 75,000
to 16/11/2010
2] 16/11/2007
£16/11/2010
Total = 105,219 = 105,219
&t
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27. SHARE OPTION SCHEME (continued) 27. BRESHE ()

The closing share price immediately before the date on which
the share options were granted was HK$1.1.

The fair value of the share options granted during the year was
HK$0.0943 per option and the Group recognized a share option
expense of approximately HK$9,922,000 during the year ended
31 March 2008.

The fair value of equity-settled share options granted during
the year was estimated as at the date of grant, using the
Binomial Option Pricing Model, taking into account the terms
and conditions upon which the share options were granted. The
following table lists the inputs into the model used for the year
ended 31 March 2008:

Expected volatility: 83.23%
Risk-free interest rate: 2.705%
Expected life of option: 3 years

The expected volatility reflects the assumption that the historical
volatility is indicative of future trends, which may also not
necessarily be the actual outcome. No other feature of the share
options granted was incorporated into the measurement of fair
value.

. RETIREMENT BENEFIT SCHEME

The Group operates a Mandatory Provident Fund Scheme
for all qualifying employees in Hong Kong. The assets of the
scheme are held separately from those of the Group, in funds
under the control of trustees. The Group and its employees
are each required to contribute 5% of relevant payroll costs to
the scheme. During the year ended 31 March 2008, the total
amount contributed by the Group to the scheme and charged to
the consolidated income statement amounted to approximately
HK$74,000 (2007: HK$39,000). As at 31 March 2008, there
were no forfeited contributions available for the Group to offset
contributions payable in future years (2007: Nil).
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29. LITIGATION
The Group was involved in the following litigations:

(a)

A writ of summons was filed by two plaintiffs against,
among others, Wondergold Limited (“Wondergold”), a
subsidiary of the Company, on 4 January 2005 regarding,
inter alia, a claim for breach of an agreement by
Wondergold and other losses and damages (including
but not limited to the damages for breach of trust by
Wondergold, damages for detinue and/or conversion and
the net proceeds for sale of goods and the repayment of
HK$1,500,000 which was already repaid by Wondergold)
alleged to be suffered by the plaintiffs. The plaintiffs
also sought an injunction against Wondergold to restrain
Wondergold from selling or disposing of or in any way deal
with the said goods. It was adjudged and declared by the
High Court of Hong Kong on 16 June 2006, the goods
and those remaining unsold as pleaded in the Amended
Statement of Claim as at 22 November 2004 are the
property of one of the plaintiffs. It was further adjudged
that Wondergold has to give an account as at 22 November
2004 of all sales of the goods achieved on the premises, of
the net proceeds of those sales and of the goods remaining
unsold on the premises and an order for payment to one
of the plaintiffs, of all sum found due on the taking of
the account and all further proper accounts, inquiries
and directions as pleaded in the Amended Statement
of Claim; damages for detinue and/or conversion to be
assessed; and costs of the High Court action. On 8 August
2006, Wondergold’'s monthly profit and loss accounts
were presented to the plaintiffs’ lawyer. As at the date of
approval of these financial statements, no further action
was taken by the two plaintiffs. The directors consider that
no further provision in respect of the claim is necessary.

A writ of summons was filed by Brilliant Wealth Investment
Limited in the District Court against Wondergold on 20
September 2005 for arrears of rent, rates, management
fees, air-conditioning charges and mesne profits in the
sum of HK$568,371.55 and for damages to be assessed.
It was adjudged by the District Court of Hong Kong on 6
March 2006 that Wondergold has to pay the plaintiff the
sum of HK$568,371.55 together with interest thereon,
which had been fully provided for in Wondergold’s financial
statements. As at the date of approval of these financial
statements, no further action was taken by the plaintiff.
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For the year ended 31 March 2008 B#Z —ZZN\F=A=+—HIFE

30. EVENTS AFTER THE BALANCE SHEET DATE

(a)

On 30 April 2008, a resolution was duly passed at an
extraordinary general meeting held by the Company
to approve a second supplemental agreement dated
3 April 2008 entered into between the Company and
K.K.M. Securities Limited relating to the extension of the
completion of the placing of 400,000,000 new shares of
the Company at HK$1.00 per new share, which had been
approved by a resolution duly passed at an extraordinary
general meeting held by the Company on 31 January
2008 and to be completed on or before 30 April 2008, for
another 3 months from 30 April 2008.

No new shares have been issued under the placing
agreement up to the date of this approval of these financial
statements.

On 30 April 2008, a resolution was duly passed at an
extraordinary general meeting held by the Company to
approve a sale and purchase agreement dated 18 December
2007 and a supplemental agreement dated 9 January 2008
entered into between the Company and R EX£GR A #,
a connected person of the Company under the GEM Listing
Rules, relating to the acquisition of the entire issued and
paid up capital of IIRPRLZEKREBMRAF (a company
which was incorporated in the People’s Republic of China
("PRC") and had entered into 8 acquisition agreements
with the respective owners of 8 cemetery companies
to acquire shares in the cemetery companies at a total
consideration of RMB248 million) at a consideration of
HK$25 million of which HK$15 million was paid as deposit
(details were disclosed in a circular issued by the Company
on 14 April 2008).

The acquisitions have not been completed up to the date
of approval of these financial statements.
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31. FINANCIAL INSTRUMENTS

The Group’s major financial instruments include bank balances,
trade and other receivables, trade and other payables and
convertible bond. Details of these financial instruments are
disclosed in the respective notes. The risks associated with
these financial instruments and the policies on how to mitigate
these risks are set out below. The management manages and
monitors these exposures to ensure appropriate measures are
implemented on a timely and effective manner.

(a) Market risk
(i) Currency risk
Foreign currency risk arises when future commercial
transactions and recognized assets and liabilities are
denominated in a currency that is not the Group's
functional currency. The directors consider that the
Group does not have significant foreign currency risk.

(i) Cash flow and fair value interest rate risk
As the Group has no significant interest-bearing assets
and liabilities as at 31 March 2008, the Group's income
and operating cash flows are substantially independent
of changes in market interest rates.

(iii) Price risk
The Group is not subject to significant price risk.

(b) Credit risk

Credit risk arises from the possibility that the counterparty
to a transaction is unwilling or unable to fulfill its obligation
with the results that the Group thereby suffers financial
loss. The carrying amounts of trade and other receivables,
and bank balances and cash included in the consolidated
balance sheet represent the Group’s maximum exposure to
credit risk in relation to financial assets. No other financial
assets carry a significant exposure to credit risk. The Group
monitors the trade receivables on an ongoing basis and
only trades with creditworthy third parties. In addition, all
the Group's bank balances and cash are deposited with
major banks in Hong Kong. The Group has policies in place
for the control and monitoring of such credit risk.

(c) Liquidity risk

In the management of the liquidity risk, the Group monitors
and maintains a level of cash and cash equivalents deemed
adequate by the management to finance the Group’s
operations and mitigate the effects of fluctuations in cash
flows. The management regularly reviews its major funding
positions to ensure that it has adequate financial resources
in meeting its financial obligations.
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For the year ended 31 March 2008 B#Z —ZZN\F=A=+—HIFE

32. PARTICULARS OF PRINCIPAL SUBSIDIARIES

Name of subsidiary

MWEATEE

New Chinese Medicine
(BVI) Limited

New Chinese Medicine
Limited
NEEERAA

New Chinese Medicine
(HK) Limited
HHRE(ESR)
= YNG

Wondergold Limited
BEEERAF

Harvest Rich Limited
gEERAH

NCM Group (BVI)
Limited

Place of

incorporation Legal form

B3 o
ith B

British Virgin
Islands

RERLES

Hong Kong
&R

Hong Kong
80

Hong Kong
B

Hong Kong
BiE

British Virgin
Islands

RERLES
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A ER

Limited liability
company

BREFAH

Limited liability
company

BREERH

Limited liability
company

BREERT

Limited liability
company
BREERA

Limited liability
company

BREEAH

Limited liability
company

BRAEERT

32. B ARFHE

Proportion of nominal

Issued and fully  value of issued
paid up share share capital held
capital by the Company
ERTREZE ARFFECRT
BERE BRAEEBD L
Directly Indirectly

B B
% %

Ordinary 100 -
AR

Us$200

200%7T

Ordinary - 100
Limk

HK$10,000

10,000 7T

Ordinary - 100
AR

HK$10,000

10,000 7T

Ordinary - 100
LK

HK$10,000

10,000/ 7T

Ordinary - 51
EFil

HK$10,000

10,000 7T

Ordinary
AR
Us$1
1%

Principal activities
(Place of operation)
TEER

(& B)

Investment holding
REER

(Hong Kong)
(B#%)

Investment holding and
provision of secretarial
services

REERRREWE RS

(Hong Kong)

(&)

Inactive
Emaz
(Hong Kong)
(&%)

Inactive
EEER
(Hong Kong)
(%)

Inactive
TEmE R
(Hong Kong)
(&%)

Investment holding
REER

(Hong Kong)
(B#)
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32. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(continued)

Name of subsidiary

MEAREE

NCM Healthcare
Limited
HRERBERAA

NCM Healthcare
(HK) Limited

e SRR (BB)
BRAAE

Asia Honest (H.K.)
Limited
HF(BB)BRAF

Quick Faith Limited

ERPRZEEE
AAERAA]

Place of
incorporation
ot fi A 32

it B

Hong Kong
BE

Hong Kong
BB

Hong Kong
BA

British Virgin
Islands

RERLES

The People’s
Republic of
China

REAR
HME

Legal form

EERER

Limited liability
company
BEREEAH

Limited liability
company

BREART

Limited liability
company

BREERR

Limited liability
company

BEREERAR

Limited liability
company

BREART

For the year ended 31 March 2008 H#ZE-TT\GE=A=+—HItFE

32. B ATFHE (&)

Issued and fully
paid up share
capital
ERITRE2H
HERE

Ordinary
LR
HK$2
BT

Ordinary
HK$2
287

Ordinary
BB
HK$ 1
o

Ordinary
EEL
US$1
1%

Ordinary
HK$20,000,000
20,000,000/ 7T

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

Proportion of nominal

value of issued
share capital held

by the Company
ARERRERT
REEEBDL
Directly Indirectly
=84 B3
% %
- 100
- 100
- 100
= 100
- 100

Principal activities
(Place of operation)
TEER
(& )

Trading of healthcare
products

RREMES

(Hong Kong)

(B#)

Trading of healthcare
products

REEME

(Hong Kong)

(&)

Provision of management
services

REEERS

(Hong Kong)

(%)

Inactive
TELX
(Hong Kong)
(B#)

Business consultancy
BxAA
(The People’s Republic
of China)
(RZEARLME)

BENE LA EAEMRNAEETER KA
FEAENREFECEBES
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The summarised consolidated results, assets and liabilities of the
Group for the last five financial years, as extracted from the audited

financial statements of the Group, are set out below:

RESULTS

AREBEDIEMBEFRZGARE - EERAR
B (REREAKEEECUBRR) SO -

Year ended 31 March
BZE=ZHA=1t—HLEE
2004 2005 2006 2007 2008
—TENFE —TTHE —TTRFE _—ZTLEFE | ZBENF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FHET FRT
Turnover EER 636 8,011 9,016 14,692 29,776
Loss before tax PR AIE 18 (23,882) (3,425) (1,332) (6,628) (13,369)
Income tax FTis® (5) = = = -
Loss before minority B ERRR
interests ERAEE (23,887) (3,425) (1,332) (6,628) (13,369)
Minority interests DR - 5 - - -
Loss attributable to equity RAFEE A
holders FE(hEE (23,887) (3,420) (1,332) (6,628) (13,369)
ASSETS AND LIABILITIES
As at 31 March
R=A=+—H
2004 2005 2006 2007 2008
—TENE —TTHFE —TTRFE —ZTLEFE | ZBENE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FHET TR
Total assets BEE 2,524 1,767 15,596 20,315 73,503
Total liabilities and minority ~ #A8&E KD E
interests BR R (16,058) (18,868) (13,607) (5,083) (1,555)
Net assets/(liabilities) BEFE/(AFEFHE) (13,534) (17,101) (1,989) 15,232 71,948
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