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Condensed Consolidated Statement of Financial Position

BRI 3 WE

The board of directors (the “Board”) of Extrawell
Pharmaceutical Holdings Limited (the “Company”)
announces the unaudited consolidated results of the
Company and its subsidiaries (the “Group”) for the six
months ended 30 September 2018 together with the

BEEXZERARAATERRD

TJ)%%’%‘(FE

Eg8)E

o K

NRRAREMBRAR((XEB]) &
E-E-N\FAA=THIERE

AZREEZER

FHERLE®R

comparative figures as follows: FEMT
At At
30 September 31 March
2018 2018
R-ZZE-N\F RZZTE—NF
hB=+H =ZA=+—H
(Unaudlted) (Audited)
RSER) (EEZ)
Notes HK$000 HK$'000
B 5E FET FAT
Non-current assets FIRBEE
Investment properties wEYE 1,408 1,437
Property, plant and equipment ¥ % - = & & 5 138,703 155,469
Prepaid lease payments BRI E R 9,058 10,017
Intangible assets EBREE 1,807 1,807
Investments in convertible bonds 7] #2 % (& 5 &K & 2 — 417,783
Financial assets at fair value AT ER AEa
through profit or loss ZeBAE 2 423,328 —
Available-for-sale investments AHEERE 2 — 59,047
Financial assets at fair value BAFEFTAEAM
through other PHWEZ S/
comprehensive income BE 2 17,080 —
Interest in an associate H—HEBE AT 2
i 3 330,828 330,970
Amount due from an associate i U — &1 B & A A
WA 25,718 22,505
Loan to an associate ¥ — ML QA
Z2E® 4 4,905 —
Deferred tax assets EIERBEE 69 69
952,904 999,104
Current assets REBEE
Inventories FE 4,573 4,100
Trade and bills receivables B 5 REBERRIE
i Eg i 6 22,863 21,076
Deposits, prepayments and other 1% -~ T8 {4 ZUE &
receivables E b FE W R IE 7,477 8,361
Available-for-sale investments AHHERE 2 — 1,875
Financial assets at fair value BAFEFAEZR
through profit or loss JERMEE 2 1,709 —
Pledged bank deposits EERRITIFER 20,712 20,502
Bank balances and cash RITHEBERS 170,838 161,765
228,172 217,679
Total assets BmEE 1,181,076 1,216,783
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Condensed Consolidated Statement of Financial Position (Continued)

& B 4 S B RO &R ()

At At
30 September 31 March
2018 2018
RZB-NE RZ-ZZT—N\F
hA=+H =ZA=+—H
(Unaudited) (Audited)
(REER) (&%)
Notes HK$'000 HK$'000
P & FHER FAT
Capital and reserves BRAERRKE
Share capital B& 7N 23,900 23,900
Reserves #HE 1,018,432 1,047,673
Equity attributable to owners of AR Q & #HEA A
the Company FEIERER 1,042,332 1,071,573
Non-controlling interests JEFE AR S (4,111) (4,494)
Total equity xeE 1,038,221 1,067,079
Non-current liabilities kRBERE
Convertible bonds R E 5 45,568 41,812
Deferred income on BB 2
government grants B SE WA 3,703 4,122
49,271 45,934
Current liabilities REAE
Trade and bills payables BSENERRE
ES 7 5,650 6,916
Accruals, other payables and TERER - HtfE
contract liabilities REREHNEE 8 53,079 60,721
Amount due to an associate FEF — B & 2 A
RIE 4 19,780 19,780
Deferred income on BB 2
government grants R FE WA 89 98
Tax payable i ENE B 14,986 16,255
93,584 103,770
Total equity and liabilities BEZREE 1,181,076 1,216,783
Net current assets REEEFE 134,588 113,909
Total assets less current BEERABAE
liabilities 1,087,492 1,113,013
hEIERE 2018/19 BEHEEZERERAR 03




Condensed Consolidated Statement of Profit or Loss and
Other Comprehensive Income

HRGERAEREMEZEKRESR

For the six months ended
30 September
BEAA=+THLEAEA

2018 2017
—E-NFE —T—+tF
(Unaudited) (Unaudited)
(REgEER) (CREERZ)
Notes HK$'000 HK$'000
Bt 5 TER FET
Revenue U =5 9 45,047 47,405
Cost of sales $H & B A (20,300) (25,069)
Gross profit EF 24,747 22,336
Other income H A 10 17,064 43,805
Other gains and losses, net Emlam RkEEFEE 11 20,759 (16,810)
Selling and distribution HEMDHEBEA
expenses (18,221) (16,747)
Administrative expenses THEA (13,630) (13,222)
Share of results of an associate [ {f — & i &
NCIES: | (142) 75
Effective interest expense on R ES 2
convertible bonds ERFBHAE (3,756) (3,163)
Profit before taxation & B4 Al v A 12 26,821 16,274
Taxation TR 13 (253) (61)
Profit for the period B A 26,568 16,213
Other comprehensive income H {1 2 [ U 25
ltems that may be reclassified H &AL EH DA E
subsequently to profitor loss #8258 #9 78 H
— Change in fair value on —AfHEREZ
available-for-sale NEEEE)
investments — (3,834)
— Exchange differences —HREBIINEBE
arising on translation of FrEHER
foreign operations (10,649) 4,937
Item that will not be reclassified £ T~ @& HHEE
subsequently to profit or loss 18 %5 &8 B
— Change in fair value on — R RATFEFAR
financial assets through hEmkzsz
other comprehensive TREE
income NTEEE) (41,967) —
Total comprehensive income iy 2 T Uk 25 4 %8
for the period (26,048) 17,316

04
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Condensed Consolidated Statement of Profit or Loss and Other
Comprehensive Income (Continued)

HHFEEEER A2 E KSR (H)

For the six months ended

30 September

BEAMAZTHLEAREAR

2018 2017
—E-NFE —T—+tF
(Unaudited) (Unaudited)
(REEER) CREER)
Notes HK$'000 HK$'000
B 5 FET FAT
Profit (loss) for the period LI T A T FE/GHA R
attributable to i R (B 18)
Owners of the Company KRABIEAB A 26,404 17,726
Non-controlling interests FE 5 AR 2 164 (1,513)
26,568 16,213
Total comprehensive DTATEAHRA
income for the period 2EWKEHEEE
attributable to
Owners of the Company KRARER A (26,431) 18,824
Non-controlling interests FEE AR 7 & 383 (1,508)
(26,048) 17,316
(Unaudited) | (Unaudited)
(REEER) | (REER)
HK cents HK cents
AL AL
Earnings per share forthe  AATHEE AELERA
period attributable to BRER
owners of the Company 15
— Basic —H R 1.10 0.74
— Diluted —E 0.92 0.63

FEIIRE 2018/19 RBEEEERERAR 05



Condensed Consolidated Statement of Changes in Equity

ERGEEZEER

Attributable to owners of the Company

ANERAARE
Foreign ~ Convertible Fair value
crrency bonds ~ Investments  through other Non-
Share Share  Capital Contributed ~translation equity revaluation comprehensive  Retained controlling
capital  premium  reserve  surplus  reseve  reserve reserve  incomerreserve  earings Total  interests Total
BOTE
ABER TERES RE HARMRE FER
B% BEEE KAEE  4AB% BF  EEER  ERER hElE REEA Ait | 3] EE
HKS000  HKS000  HKS'000  HKS'000  HKY000  HK$'000 HK§'000 HKS000  HKS'000  HKS'000  HK§000  HK$'000
TEn TER TR TR TEAR  TER Fin TEn  TER  TRR  TRR  TER
At 1 Apil 2017 (Audited) RZZ-t¥mA-R
(w8H) B0 191738 6,542 4839 2019 512359 - — 267295 1029692 (3841) 1,025851
Profit oss)forthe period bl oSl
(Unaudited) - - - - - - - - 17726 17726 (1513 16213
Change nfairvalue on avaletle- WL ERE 7 RTEZY
for-sale investments (383 - - 38y - (383
Exchange diferences on REENERELY
ranslation of foreign EizE
operations - - - - 4932 - - - - 4932 5 4931
Totdl comprehensieincome 2 AUEEE - - - - 4® - (3834 — ;6 1eg4 (1508) 17316
At 30 September 2017 WZE-+EAAZTR
(Unaudited) (722 BP0 191738 6542 489 1%1 512359 (383 — 8501 1048516 (5349 1,083,167
At 1 Apri 2018 (Audited) RZZ-\¥BA-R
(aH) 2900 191738 6,542 4839 34910 512,359 - - W05 10153 (4494) 1,067,079
Hlectson adoption of HKFRSY. S8R AEH R R 528
(Note 2(4)) FOR2 TR (Hitaw) - - - - - - - (4039) 2129 (2810) = (a8
AT 0B (Mte)  R-T-NEMA-R
EEL] B0 191738 654 4839 34970 512359 - (20.039) 318454 1,068,763 (4494) 1,064,269
Profit for the period (Unaudited) 5 i ¥ (722 H) - - - - - - - — 44 26404 164 26568
Change nfarvalve of finencial AT 3t AR M2 EAE
asets through other LEHAENTERY
comprehensive income - - - - - - - (41,967 - (#1.97) — (M7
Exchange iffeences on AEENEREE,
renslaion of foreign EiZE
operations - - - - (10868) - - - — (10868 M9 (10,649
Toid omprehensieincome~ 2EUELE - - - - (10868) - - (#1967 26404 (26831) B (2608
At30 September 2018 RZB-NFAAZTAR
(Unaudited) (%E%H) 2900 191738 6,542 4839 210 512,359 - (66,006) 344858 1,042,332 (@111 103821
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Condensed Consolidated Statement of Cash Flows

EHRGERERER

For the six months ended
30 September
BERB=+BHLXEA

2018 2017
—ZE-\F ZET—+F
(Unaudited) (Unaudited)
(Rg&ERZ) (REER)
HK$’000 HK$'000
FERT FHET
Net cash (used in) operating KEEE(FER) 2
activities WeFEE (10,343) (496)
Net cash generated from REFHES(EA)Z
(used in) investing activities e FEE 20,920 (54,234)
Net increase (decrease) in cash RekBHEEEER
and cash equivalents EnCR ) 288 10,577 (54,730)
Effect on foreign exchange INETE R B B) 2 8
rate changes (1,504) 295
Cash and cash equivalents at BMyzReRkBEE
beginning of the period EEIER 161,765 217,803
Cash and cash equivalents atend HiZ& >R & RIE S
of the period £M@EEHE
— represented by bank —LASRITRE R 2
balances and cash BE5R 170,838 163,368

FERSRE 2018/19 FREEEZRERAF
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Notes to the Condensed Consolidated Financial Information

ARG M B E R KT

08

General Information

The Company is a limited liability company
incorporated in Bermuda whose shares are listed
on the Main Board of The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”). The
address of its registered office is Clarendon House,
2 Church Street, Hamilton HM 11, Bermuda. The
address of its principal place of business is Suites
2206-08, 22/F, Devon House, Taikoo Place, 979
King’s Road, Quarry Bay, Hong Kong.

This unaudited condensed consolidated interim
financial information of the Group (the “Interim
Financial Information”) was approved for issue
by the Board on 29 November 2018.

Basis of Preparation and Changes
in Accounting Policies

The Interim Financial Information has been
prepared in accordance with the applicable
disclosure requirements of Appendix 16 to the
Rules Governing the Listing of Securities (the
“Listing Rules”) on the Stock Exchange, and the
Hong Kong Accounting Standard (“HKAS") 34
“Interim Financial Reporting” issued by the Hong
Kong Institute of Certified Public Accountants (the
“HKICPA").
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Basis of Preparation and Changes
in Accounting Policies (Continued)

This Interim Financial Information should be read
in conjunction with the Group’s audited financial
statements for the year ended 31 March 2018 (the
“2018 Audited Financial Statements”) as
prepared in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”). Other than
changes as described below, the accounting
policies adopted in this Interim Financial
Information are consistent with the 2018 Audited
Financial Statements.

The Group has adopted the new and amended
standards to HKFRSs as issued by the HKICPA that
are first effective for the current interim period. Of
these, the following are relevant for the
preparation of this Interim Financial Information:

HKFRS 9 Financial Instruments

HKFRS 15  Revenue from Contracts with

Customers

Notes to the Condensed Consolidated Financial Information (Continued)

& B 4= & B %5 B RS R ()

2.

FERSRE 2018/19 FREEEZRERAF
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Notes to the Condensed Consolidated Financial Information (Continued)

& B 4 & B 1% R ()
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Basis of Preparation and Changes
in Accounting Policies (Continued)

(A) HKFRS 9 — Financial
Instruments

HKFRS 9 replaces HKAS 39 Financial Instruments:
Recognition and Measurement. It introduces new
requirements on classification and measurement
of financial instruments, a new expected credit
loss (“ECL") impairment model for financial assets
and general hedge accounting. The Group has
been impacted by HKFRS 9 in relation to
classification and measurement of financial assets
as well as impairment under ECL model.

The adoption of HKFRS 9 has resulted in changes
of accounting policies. The Group has applied the
transitional provisions in this standard to recognise
the cumulative effects of its initial application as
adjustments to the opening equity at 1 April 2018
and not to restate comparative information.

Extrawell Pharmaceutical Holdings Limited Interim Report 2018/19
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Notes to the Condensed Consolidated Financial Information (Continued)

& B 4= & B %5 B RS R ()

Basis of Preparation and Changes 2.

in Accounting Policies (Continued)

(A) HKFRS 9 — Financial
Instruments (Continued)

Classification and measurement of
financial assets

The Group has assessed which business models
apply to its financial assets on 1 April 2018. Based
on the assessment, the following financial assets
have been classified and measured in accordance
with the appropriate categories under HKFRS 9,
and all other financial assets continue to be
measured on the same bases as were previously
measured under HKAS 39. The effects on the
Group's condensed consolidated financial position
on 1 April 2018 are summarised below:

RBEEERETBE
25 (&)

(A) BREMBRSE
EREIH—
@I A (HE)

TREENDENTE

AEEBERZ-_ZT-N\FMN
A—BgEzmEENG
TURMzEBRN - R
BE UTEMEEE
BEEBVBREENE
SEEEEMNERSER
HE O mMHEMAELRE
E-EEN TR S
A Bl 583957 10 48 [A) & #E &t
BE-FHEERHAEERN
—E-)N\FOA-HHM
PREAMBRARROZE
BT

As originally Effect of Restated
presented Adoption 1 April

31 March 2018 HKFRS 9 2018
mn 230 »

—E-N\F BB —T-N\F
ZA=+-H BEEYN @WA-A

BHIER FoRz¥ (E31)
Notes HK$'000 HK$'000 HK$'000
= FHT FHT FHET
Non-current assets (extract) FARBEE(HE)
Investments in convertible AJRBRESFEE
bonds (i) 417,783 (417,783) —
Financial assets at fair value WRAFESABR
through profit or loss CERMEE (i) — 414,973 414,973
Available-for-sale investments A i €% & (i) 59,047 (59,047) —
Financial assets at fair value BRATEGTAHAM
through other comprehensive 2T Wz 7 & &
income BE (ii) — 59,047 59,047

FERSRE 2018/19 FREEEZRERAF 11



Notes to the Condensed Consolidated Financial Information (Continued)

& B 4 & B 1% R ()

2. Basis of Preparation and Changes 2. WEEBERESTHEHEK

in Accounting Policies (Continued) B8 (E)
(A) HKFRS 9 — Financial (A BERMBHRE
Instruments (Continued) R E9H—
@I E(E)
Classification and measurement of EREENDEMTE
financial assets (Continued) (48)
As originally Effect of Restated
presented Adoption 1 April
31 March 2018 HKFRS 9 2018
mRn Rk iy

AL BB —T-N\F
=ZA=t+-8 BEEYN @WA-A

BHUER FoRz¥ (E5)
Notes HK$'000 HK$'000 HK$'000
B e T T FHT
Current assets (extract) REBEEWE)
Available-for-sale investments B 4t 1 &£ & (i) 1,875 (1,875) —
Financial assets at fair value BAFEFAEE
through profit or loss ZEMEE (iid) — 1,875 1,875
478,705 (2,810) 475,895
Equity (extract) EE(EE)
Retained earnings REBF 297,225 21,229 318,454
Fair value through other BAFEFAEAM
comprehensive income 2HENHER
reserve — (24,039) (24,039)
297,225 (2,810) 294,415
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Notes to the Condensed Consolidated Financial Information (Continued)

Basis of Preparation and Changes
in Accounting Policies (Continued)

(A) HKFRS 9 — Financial

Instruments (Continued)

Classification and measurement of
financial assets (Continued)

0

Investments in convertible bonds were
previously split into two components —
debt component and equity component
which were measured at amortised cost
and at fair value through profit or loss
("FVTPL") respectively under HKAS 39.
Under HKFRS 9, these investments are
classified in its entirety as financial assets
measured at FVTPL. The difference between
the carrying amount of these investments
and its fair value as at 1 April 2018
amounting to about HK$ 2.8 million is
recognised in retained earnings. Subsequent
changes in fair value of these investments
are recognised in profit or loss.

HHEE

2.

Bt 35 & BB R ()

mMBEEREFBE
25 &\

(A) BEMBERSE

EREIH—
@I A (#E)

TRMEENDENTE

(l-ﬁ)

0]

AEREFIRERE
Al 5 B M E I H—f&
B R

*ETF%?% SRS

3955 - 199 Bl iR 58
W$&?§Q?Ea‘|’]\
BE((RAFEFTA
B2 -RES
BB REEANES
W ERAEAHEY
DEARERNFEF

ABHRITENS R
BE - RZZE—N\F
WMA—B ZE&RE

WREERERQF
BzZEONZROR
2,800,000/ 7T - i 7
REBA PR - %
ERENEZERATE
EENEE PR -
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Notes to the Condensed Consolidated Financial Information (Continued)

& B 4 & B 1% R ()

14

Basis of Preparation and Changes
in Accounting Policies (Continued)

(A) HKFRS 9 — Financial

Instruments (Continued)

Classification and measurement of
financial assets (Continued)

(i)

Unlisted equity investments were previously
classified as available-for-sale investments,
which were measured at either fair value
through other comprehensive income
("FVTOCI”) or at cost less impairment
under HKAS 39. Under HKFRS 9, these
investments are all classified as financial
assets measured at FVTOCI. The impairment
loss in aggregate of about HK$24.0 million
previously recognised in profit or loss is
reclassified from retained earnings to fair
value through other comprehensive income
reserve ("FVTOCI Reserve”) as at 1 April
2018. Subsequent changes in fair value of
these investments are recognised in FVTOCI
Reserve and the cumulative gains or losses
on disposals are recognised in retained
earnings.

2.

Extrawell Pharmaceutical Holdings Limited Interim Report 2018/19
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Notes to the Condensed Consolidated Financial Information (Continued)

& B 4= & B %5 B RS R ()

Basis of Preparation and Changes
in Accounting Policies (Continued)

(A) HKFRS 9 — Financial

Instruments (Continued)

Classification and measurement of
financial assets (Continued)

(iii)

Unlisted non-derivative short-term
investments in a financial institution were
previously classified as available-for-sale
investments and measured at amortised
cost under HKAS 39. Under HKFRS 9, these
investments are classified as financial assets
measured at FVTPL. Subsequent changes in
fair value of these investments are
recognised in profit or loss.

2.

mMBEEREFBE
25 &\

(A) BEMBERSE

EREIH—
@I A (#E)

TRMEENDENTE

(%)

(iii)

SRBBOIE LTI
TTHETEREEHERER
AMERB B E
A EE395% - KA A
HEERE  WiRE
HER ARG E - REE
B BHREERE
WRERENDER
BRTEF ABRT
ENSREE - %Z
BEMEEATES
S EEL T
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Notes to the Condensed Consolidated Financial Information (Continued)

& B 4 & B 1% R ()
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Basis of Preparation and Changes
in Accounting Policies (Continued)

(A) HKFRS 9 — Financial
Instruments (Continued)

Impairment under ECL model

The new impairment requirements in HKFRS 9 are
based on an ECL model, which replaces the HKAS
39 incurred loss model. Under the ECL model, it is
no longer necessary for a credit loss event to occur
before an impairment loss is recognised. The
model applies to debt instruments (such as bank
deposits, loans and trade receivables) recorded at
amortised cost or at fair value through other
comprehensive income, lease receivables and
contract assets under HKFRS 15, loan
commitments and financial guarantee contracts
that are not measured at FVTPL.

The Group has assessed on a forward looking
basis the ECL associated with its financial assets
measured at amortised cost on 1 April 2018, and
considered that the change to ECL model does
not have a significant impact on the Group's
financial statements.

Extrawell Pharmaceutical Holdings Limited Interim Report 2018/19
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Basis of Preparation and Changes
in Accounting Policies (Continued)

(B) HKFRS 15 — Revenue from
Contracts with Customers

HKFRS 15 supersedes HKAS 18 Revenue and
HKAS 11 Construction Contracts. It establishes a
S-step approach to revenue recognition. Under
this approach, revenue is recognised when (or as)
a performance obligation is satisfied, i.e. when
“control” of the goods or services underlying the
particular performance obligation is transferred to
the customer.

The adoption of HKFRS 15 has resulted in changes
of accounting policies. The Group has applied the
modified retrospective approach only to contracts
not completed at the date of its initial application
on 1 April 2018 and not to restate comparative
information.

Notes to the Condensed Consolidated Financial Information (Continued)
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Notes to the Condensed Consolidated Financial Information (Continued)
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Basis of Preparation and Changes
in Accounting Policies (Continued)

(B) HKFRS 15 — Revenue from
Contracts with Customers
(Continued)

The directors of the Company have assessed its
performance obligations of its manufacture and
sales of pharmaceutical products pursuant to
HKFRS 15 and have concluded that there are no
material impact on the Group’s revenue
recognition as there are no significant differences
on the timing and amounts of revenue recognised
for these revenue streams. The key impact on
adoption of this new standard is the presentation
of the outstanding balance of advances from
customers as contract liabilities, which amounted
to about HK$6.2 million as at 1 April 2018 and
was included in “Accruals and other payables”. To
reflect this change in presentation, the Group
changed the name of this line item to “Accruals,
other payables and contract liabilities” in the
consolidated statement of financial position.
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Disclaimer of Opinion — 2018
Audited Financial Statements

In the 2018 Audited Financial Statements, a
disclaimer of opinion was expressed in the
Independent Auditor’'s Report in relation to the
carrying amount of the Group's interest in an
associate, Smart Ascent Limited (“Smart Ascent”
together with its subsidiaries, “Smart Ascent
Group”), which is now extracted as below:

“In its consolidated financial statements, the
Group applied equity method of accounting to
account for its interest in the associate and shared
the associate’s net assets as its interests therein.
As disclosed in note 21 to the Group’'s
consolidated financial statements, the major asset
held by the associate was an intangible asset in
relation to an in-process research and
development project (“In-process R&D")
involving an oral insulin product (“Product”). For
the purpose of assessing that the carrying amount
of the intangible asset is not higher than its
recoverable amount, the Company’s directors
estimated the fair value of the intangible asset in
relation to the In-process R&D using income
approach, which involved the preparation of a
cash flow projection (“Cash Flow Projection”)
using significant management assumptions and
judgement.
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Disclaimer of Opinion — 2018
Audited Financial Statements
(Continued)

During the course of our audit for the current
year, we had not been provided by the Company’s
directors and other parties as appropriate with the
information which we considered sufficient to
satisfy ourselves as to the basis for which the Cash
Flow Projection was prepared and the related data
to which specific assumptions were applied;
including the timing of the amounts of cash flow,
the estimation of which related to the completion
of the necessary clinical trials, the obtaining of the
relevant regulatory approvals and launching of the
Product. There were no alternative audit
procedures which we could adopt to satisfy
ourselves as to this matter. Accordingly we were
not able to satisfy ourselves as to whether the
Group's share of net assets of Smart Ascent
Limited and therefore its interest in associate of
HK$330,970,000 as at 31 March 2018 (2017:
HK$330,969,000) was fairly stated and whether
its share of results of associate for the year then
ended would have any adjustment. Any
impairment loss to the intangible asset would
reduce the Group's interest in the associate and
the Group’s net assets as at 31 March 2018 and
adversely affect the Group's financial performance
for the year then ended, and the related
information of the disclosures thereof in the
consolidated financial statements may be subject
to amendments.”
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Disclaimer of Opinion — 2018
Audited Financial Statements
(Continued)

A supplemental announcement was made by the
Company on 15 August 2018 to provide further
information in relation to (i) management and
audit committee’s position on the disclaimer of
opinion; (ii) the adjustment of expected timeline
for the commercialisation of the Product; (iii) the
Company's participation in the progress of the
launch of the Product; and (iv) the latest status of
the Product.

In the meantime, the Group has kept coordinating
with management of Innovative Pharmaceutical
Biotech Limited (“Innovative Pharm”) and Smart
Ascent Group with a view to facilitating the
progress of the In-process R&D. The Group noted
that, in end October 2018, Fosse Bio-Engineering
Development Limited (“Fosse Bio”, one of the
members of the Smart Ascent Group) had finalised
the engagement of the contract research
organisation (“CRO") and entered into a technical
service agreement with the CRO to conduct
clinical research of the Product, and the Smart
Ascent Group is taking steps to progress the
clinical trial. And a supplemental agreement was
entered into between Tsinghua University and
Fosse Bio to renew the term of the collaboration
arrangement for another five years to October
2023, under which Fosse Bio continues to be
entitled to commercialise the relevant technologies
of the Product and to manufacture and sell the
Product on an exclusive basis.
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3. Disclaimer of Opinion — 2018

22

Audited Financial Statements
(Continued)

The management of the Company and the Audit
Committee, having considered the progress of the
In-process R&D, the prevailing market conditions
and reasonableness of assumptions used for the
cash flow projection, do not identify any indication
on the carrying amount of interest in the associate
as at 30 September 2018 that may need to be
impaired. Accordingly, no impairment is
considered necessary as at 30 September 2018.

Loan to an Associate/Amount due
to an Associate

On 27 July 2018, the Company and Innovative
Pharm through their respective wholly-owned
subsidiaries as lenders and Smart Ascent as
borrower entered into a shareholders’ loan
agreement for a loan to Smart Ascent amounting
to HK$30 million in total (the “Loan”), to be
contributed as to 49% i.e. HK$14.7 million by the
Group and as to 51% i.e. HK$15.3 million by the
wholly-owned subsidiary of Innovative Pharm,
which would be used to finance the working
capital requirements of Smart Ascent Group for
the oral insulin project. The Loan is unsecured,
interest bearing at 5% per annum and has a
repayment term fixed at 60 months after each
drawdown of the Loan.
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Loan to an Associate/Amount due
to an Associate (Continued)

In September 2018, Smart Ascent had drawn
down HK$10 million of the Loan, and the balance
as at 30 September 2018 represented the Group’s
49% contribution to the Loan and the interest
receivable.

As the provision of the Loan was made in
proportion to the equity interest of the
shareholders in Smart Ascent and on normal
commercial terms, this connected transaction is
fully exempted from the reporting, announcement
and shareholders’ approval requirements under
Rule 14A.89 of the Listing Rules. Also, the
applicable percentage ratios in respect of this
connected transaction are less than 5%, it
therefore does not constitute a disclosable
transaction of the Company under Chapter 14 of
the Listing Rules.

The amount due to Smart Ascent of about
HK$19.8 million is unsecured, interest-free and
repayable on demand. And in October 2018, the
Group had fully settled the amount due to Smart
Ascent.

4,
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Property, Plant and Equipment

In the period under review, there were no material
additions and disposals, and the net change
mainly related to depreciation, amortisation and
exchange difference arising on translation.

Trade and Bills Receivables

The Group's trading terms with its customers are
mainly based on credit, except for new customers,
where payment in advance is normally required.
The credit period is generally ranging from 120 to
180 days, extending up to one year for some
major customers.
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Notes to the Condensed Consolidated Financial Information (Continued)

Trade and Bills Receivables

& B 4= & B %5 B RS R ()

6. BZRUWRAKIE

(Continued) WEE(E)
The aging analysis of trade and bills receivables, B S EWERNEWZ®
net of allowance for bad and doubtful debts is as (MK REEREEEG) 2R
follows: DT :
At At
30 September 31 March
2018 2018
(Unaudited) (Audited)
HK$'000 HK$'000

R=ZZB-NFE R-_ZFT-N\F
NWA=+HB =ZA=+—H
(REE®R) (BER)

FERT TET
Within 90 days 90H A 9,967 10,410
91-180 days 91HZ=180H 6,042 5,133
181-365 days 181 HE365H 6,854 5,533
22,863 21,076
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7.

26

Trade and Bills Payables ESRNERRRE
NEE
The aging analysis of trade and bills payables is as B ENETLRENEZE
follows: ZEREONIT :
At At
30 September 31 March
2018 2018
RZB-NFE RZZ-N\F
hWA=+B =ZA=+—H
(Unaudited) (Audited)
(REEZ) (R ER)
HK$'000 HK$'000
FERT FET
Within 90 days 90H K 4,462 4,714
91-180 days 91THZAE180H 346 1,186
181-365 days 181 H&E365H 35 96
1-2 years 156225 308 371
Over 2 years 2FEM L 499 549
5,650 6,916

Accruals, Other Payables and

Contract Liabilities

As at 30 September 2018, the balance included
contract liabilities in relation to advances from
customers of about HK$5,494,000 (31 March

2018: HK$6,229,000).

Extrawell Pharmaceutical Holdings Limited Interim Report 2018/19

HIREH - HERM
RENESHNEE

RZZTE-—NFhLA=F
A - EH&E®RIERERP
BNREBEENELNA
& #95,494,000% jt( — &
—-NE=ZA=Z+—8:
6,229,000/ 7T) °




Notes to the Condensed Consolidated Financial Information (Continued)
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9. Revenue and Segment Information 9. WHE S EER

The Group's revenue comprises the following: NEBKZBIEATEIE

For the six months ended
30 September
BEAMNA=Z+TBLEAREAR

2018 2017
—EBE-NE —T—+F
(Unaudited) (Unaudited)
(RRER) (REER)
HK$'000 HK$'000
FTER FET

Manufacturing of BE
pharmaceutical products 37,241 23,613

Trading of pharmaceutical BLES
products 7.806 23,792
45,047 47,405
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Revenue and Segment Information
(Continued)

The Group’s operating businesses are structured
and managed separately, according to the nature
of their operations and the products they provide.
Each of the Group’s operating segments
represents a strategic business unit that offers
products which are subject to risks and returns
that are different from those of the other business
segments. Summarised details of the reportable
and operating segments are as follows:

(@  the manufacturing segment engages in the
development, manufacture and sales of
pharmaceutical products (“Manufacturing”);

(b)  the trading segment engages in the
marketing and distribution of imported
pharmaceutical products (“Trading”);

(c)  the gene development segment engages
in the commercial exploitation and
development of genome-related technology
("Gene Development”).
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Notes to the Condensed Consolidated Financial Information (Continued)

Revenue and Segment Information
(Continued)

The following is an analysis of the Group's revenue
and results from operation by reportable and
operating segment for the six months ended 30
September 2018:

& B 4= & B %5 B RS R ()

9. KWERIEEHR (R

NTAEREBEZE-Z-N\F
NAZ=Z+BIEREARA
EHEEIRE D KK

BREEEEBZ RER

EENM

Unaudited — For the six months ended 30 September

ABRER—BEANAZTHLAEA

Manufacturing Trading Gene Development Total
i g5 ERMER st
2018 2017 2018 2017 2018 2017 2018 2017
ZB-\f ZT—+F ZB-N\F “ZT—+tF ZB-N\f ZT—+F ZB-\F “T-F
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR FET TR FET TR TET FET TEL
Revenue i§:3
Salestoexternal  FSNEEF
customers HE 37,241 23,613 7,806 23,792 - — 45,047 47,405
Segment results PREE 47 (6,310) (3,268) (902) @87 (36) (2,888) (7,248)
Unallocated other kA& 2 H 1t
income WA 17,064 43,805
Unallocated other kA& 2 Eftr
gains and YR BB
losses, net FE 20,833 (13,562)
Corporate expenses ¥ 5 % (4,290) (3,633)
Effective interest W ARES 2
expense on ERAE
convertiblebonds B (3,756) (3,163)
Share of results R
of an associate POES | (142) 75
Profit before taxation B & 41 26,821 16,274
Taxation WE (253) (61)
Profit for the period £ 794 7 26,568 16,213
FHERERE 201819 BEREXRRERAT 29
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10. Other Income 10. EMW A
For the six months ended
30 September
BEAA=1+THILEAEA
2018 2017
—E-N\FE —T—+tF
(Unaudited) (Unaudited)
(REgEER) (REER)
HK$'000 HK$'000
FTER FHET
Interest income F B WA 1,253 918
Government grants BT 48 B 46 32
Effective interest income from A # AR G518 & 2
investments in convertible EEFBEWA
bonds — 40,395
Interest income from financial 1% A F(EFT Az
assets at FVTPL — LERMEEZ
investments in convertible B U A—
bonds BmRESFRE 12,547 —
Imputed interest income from  fi& g — f&1 B 4 A &) 5%
amount due from an B2 HEFR B A
associate 3,213 2,460
Interest income from loanto R EH ¥ —
an associate HERNTZERZ
BB A 5 —
17,064 43,805

30
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Notes to the Condensed Consolidated Financial Information (Continued)
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Other Gains and Losses, Net 1. Htlh B REEFEHE
For the six months ended
30 September
BEAA=1+THILEAEA
2018 2017
—E-N\FE —T—+tF
(Unaudited) (Unaudited)
(REER) (REER)
HK$'000 HK$'000
FTER F#ET
Gain on disposal of property, HEWE  FE R
plant and equipment Bl=PA e 3 —
Impairment on deposits, e BARER
prepayments and other H A B U R IERUE
receivables (33) —
Allowance for bad and RIBIRBHEFE
doubtful debts, net (77) (3,248)
Change in fair value loss of AmREFIREZ
derivative component of MEIAEBHZ
investments NTEEEERE
in convertible bonds — (13,562)
Change in fair value on BAFETA
financial assets BasemiEEL
at FVTPL — investments in N EEEH—
convertible bonds BmRESFRE 20,833 —
Change in fair value on BATEFABERZ
financial assets EMEEZATE
at FVTPL — short term BH—RAEE
investments 33 —
20,759 (16,810)
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12. Profit before Taxation 12. BRBEATEF
The Group's profit before taxation has been AEBEZBRBATRME M
arrived at after charging: BIAT&IE:
For the six months ended
30 September
BEAB=+THLXER
2018 2017
—E-N\E —ZT—+tF
(Unaudited) (Unaudited)
(REERZ) (REERZ)
HK$'000 HK$'000
FER FAT
Amortisation of prepaid lease T8 1< T8 & 1 7% 4k 5
payments 116 114
Depreciation of investment REMETE
properties 29 30
Depreciation of property, plant  #1% - B E &
and equipment BEITE 3,160 3,091
Cost of inventories recognised R AEH 2
as expenses FERAR 20,300 25,069
Operating lease charges in ERTHEET Y
respect of land and buildings KEHEER 913 913
Staff cost (including directors’ BTIRA(BIE
emoluments) EEEHM)
Salaries, bonus and b A AW ==
allowances 10,024 11,132
Retirement benefits scheme RRAE A FH B R
contributions 1,393 1,197
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Notes to the Condensed Consolidated Financial Information (Continued)
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13. Taxation 13. H1\E

For the six months ended
30 September
BEAA=+HLEAREA

2018 2017
—E-N\NE —ZT—+F
(Unaudited) (Unaudited)
(REER) (REER)
HK$’000 HK$'000
TER FET

Current tax: BUEATR 1A
Hong Kong &% 29 36
Other jurisdictions E i mDEE R 224 25
Taxation IR 253 61
Hong Kong Profits Tax has been provided at the ZMEBEHEZEBSNEH
rate of 16.5% of the estimated assessable profits IR e E R FE 2 16.5%
for both periods. E o
Under the Law of the People’s Republic of China (the BEPEARLME(H
“PRC” or “China”) on Enterprise Income Tax (the DiE¥EmEB A%
"EIT”) and Implementation Regulation of the EIT FIBBE) R EMERK
Law, the tax rate of the PRC subsidiaries is 25% EEWMER B_ZTEEN
from 1 January 2008 onwards. F—A—BR HBEWBE
NAEZBEFH25% °
Taxation arising in other jurisdictions is calculated REMA EERBEEELEZHK
at the rates prevailing in the relevant jurisdictions. BB AAERIRT

CEL
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14.

15.

34

Interim Dividends

The directors do not recommend the payment of
an interim dividend in respect of the six months
ended 30 September 2018 (six months ended 30
September 2017: HK$ Nil).

Earnings Per Share

The calculation of the basic earnings per share
is based on the profit attributable to owners of
the Company of HK$26,404,000 (2017:
HK$17,726,000) and 2,390,000,000 ordinary
shares in issue.

The calculation of the diluted earnings per share is
based on adjusted profit of HK$30,160,000 for
effective interest expense on convertible bonds of
HK$3,756,000 (but no adjustment required for
the period where there is anti-dilutive effect) and
the weighted average number of 3,290,000,000
ordinary shares outstanding.
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Notes to the Condensed Consolidated Financial Information (Continued)

16. Commitments

The Group had future aggregate minimum lease
payable under non-cancellable operating lease
with respect to office premises rental as follows:

& B 4= & B %5 B RS R ()

16. &IE
AEBERTAHHEELEA
ETHBAEMY BES
EREMASEBENT -

At At

30 September 31 March

2018 2018

RZE-NF RZZE—NF

hB=+H =ZA=+—H

(Unaudited) (Audited)

(REEER) (&=

HK$'000 HK$'000

FET FHET

Within one year —FR 1,826 1,826
In the second to fifth years, 5 _-FZFFERHE

inclusive (BRIEEEMF
TER) 688 1,601
2,514 3,427

The Group’s operating lease commitment
represents rental of its office with initial period of
three years. Rentals are fixed over the lease terms
and none of the leases included contingent
rentals.

REBZEEHEAER
EHp =zl 5YEAH
HERA= -REHNHA
HeBEx BEHEHER
BRAEE -
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17. Connected and Related Party 17.

36

Transactions

In addition to the disclosures elsewhere in this
Interim Financial Information, the Group had the
following transactions with its related parties
during the period ended 30 September 2018:

Compensation for key management personnel,
including amounts paid to the Company’s
directors is as follows:

AERBBLIXS

B A o E BT AR A B
SHEBEN REE=
T-NFAA=+TAILY
P AEEEEEBSE
MFRS :

IEERABIWME(E
AAATEELN 2K
m

&
=)

For the six months ended
30 September
BENMNA=ZTBLEAREAR

2018 2017
—EBE-NE —T—+F
(Unaudited) (Unaudited)
RBER) (CREER)
HK$'000 HK$'000
FTER FET

Salaries, fees and other Ho e RHEMEFR
benefits 2,810 2,752
Retirement benefit scheme RAKE R 8 5
contributions 18 18
2,828 2,770
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18.

Fair Value Measurement of
Financial Instruments

There was no transfer between different levels of
the fair value hierarchy during the period ended
30 September 2018, and there was no change in
valuation techniques for the following Group's
financial assets that are measured at fair value on
a recurring basis at the end of the reporting
period:

&

18.

Notes to the Condensed Consolidated Financial Information (Continued)

RS B % E R ()

MBETARAZAFE

¥

BE_Z-NFALA=+
HIE#E ARAFER
BRMNZzEBEEMNE
BoRMEHR HUATR
B E R AR DT A
B2AREEeMEEZM
BRI R -

As at 30 September 2018 (Unaudited)
RZE-NFAB=1TH(KREEXR)

Level 1

g_

&

HK$'000
TET

Level 2 Level 3 Total
B/ E=EHR #wE
HK$'000 HK$'000 HK$'000
TET TFTEIT TFEEX

Financial assets at fair &2 P&t A
value through other  H i 2 & U 28

comprehensive (MR AFEFTA
income (“FVTOCI") HthZmE W% )
ZEREE
Financial assets at fair 22 FE:T A
value through Bm((EAFE
profit or loss SFABRDZE
("FVTPL") MEE

17,080 — 17,080

1,709 423,328 425,037

18,789 423,328 442,117
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Notes to the Condensed Consolidated Financial Information (Continued)

& B 4 & B 1% R ()

18.

38

Fair Value Measurement of
Financial Instruments (Continued)

The financial assets at FVTOCI in Level 2 hierarchy
include unlisted investment fund and unlisted
equity investment, and the fair values of which are
determined by the net asset value (“NAV") of the
investment fund with reference to observable
quoted prices of underlying investment portfolio
in active markets with certain adjustments made
to reflect the interest of the fund holder and the
NAV of the PRC entity respectively. As to the
short-term highly liquid investments placed in a
PRC state-owned financial institution included in
Level 2 hierarchy that is measured at FVTPL, the
fair value is determined based on a non-fixed rate
of return.

The investments in convertible bonds in Level 3
hierarchy is measured at FVTPL. The fair value is
determined based on the valuation conducted by
an independent qualified valuer using the binomial
option pricing model and the significant
unobservable input used in the fair value
measurement is the expected volatility. The fair
value measurement is positively correlated to the
share price of the issuer and its expected volatility,
in which an increase in share price and expected
volatility will result in the increase in fair value
measurement and vice versa.
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Notes to the Condensed Consolidated Financial Information (Continued)

& B 4= & B %5 B RS R ()

18. Fair Value Measurement of 18. IR T HEAZA¥E
Financial Instruments (Continued) STE (&)
The movements in fair value of investments in HARMBKRESREN A
convertible bonds during the period are as follows: LESBE T
HK$'000
FET
At 31 March, 2018 (Audited): RZZE-—N\F=A=+—H
(FE%)
— Debt component —E&HE D 413,487
— Derivative component —THEITERS 4,296
Total = 417,783
Effect on adoption of HKFRS 9 RIS B 15 S 2l
FoMm o wE (2,810)
At 1 April 2018, as restated RZZT—\FMA—H
(feE5) 414,973
Interest income receivables FEWCF B A 12,547
Interest income received B UF B A (25,025)
Fair value change recognised RIEHERE
in profit or loss NEEEE 20,833

At 30 September 2018 (Unaudited) W-—Z—N\FhLA=1+H

(CREE &) 423,328
The directors consider that the carrying amounts EER45 REBPESE
of financial assets and financial liabilities recorded F& 3R % AP i S Ak AN EC 8%
at amortised cost in the condensed consolidated NemEERSHABEN
financial statements approximate their fair values. EEEEZLHEEND

FEBEE -
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Management Discussion and Analysis
Business Review

Overall Performance

In the period under review, the global economy remained
volatile though maintaining the momentum of recovery
at a steady rate. In the face of the threat of escalating
trade dispute between China and the US, the Chinese
economy posted its weak pace of growth at 6.5% in the
third quarter, slower than that of 6.7% in the second
quarter of this year. China’s pharmaceutical industry has
witnessed relatively stable growth as driven by multiple
factors including rising aging population and raising
medical demand and the Chinese government’s
continuous commitment to improve the wellbeing of its
citizens through ongoing healthcare reforms. This year
marks a further dimension to the pace of reforms as a
result of the reorganisation of the drug regulator, the
China Food and Drug Administration has been merged
into a new regulatory structure, renamed as National
Medical Products Administration and under direct
supervision of State Administration for Market Regulation
set up in April 2018. The change has signaled the
government’s efforts to speed up the reforms with
tightened market surveillance in order to address the
mounting concerns of drug safety and enhance market
development. The pharmaceutical industry in China is
presently experiencing a new wave of competing
challenges with regards to more stringent drug quality
regulatory requirements and an improving market
accessibility for multinationals with innovative drugs, and
elimination of multi-layers of distribution intermediaries.
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During the six months period ended 30 September 2018
(the “2018 Interim Period”), the Group's revenue and
gross profit were about HK$45.0 million and HK$24.7
million respectively, representing a slightly decrease in
revenue of about HK$2.4 million or 5.0% and an
improvement in gross profit of about HK$2.4 million or
10.8% when compared to about HK$47.4 million and
HK$22.3 million as reported in the six months period
ended 30 September 2017 (the “2017 Interim Period”).
This was achieved as a result of continuous improvement
in performance of the Group’s manufacturing segment
on maintaining a strong momentum of revenue growth
and margin improvement, which offset the negative
impact of imported segment operating under a difficult
market condition with a significant decline in revenue
and gross profit contribution.

The Group’s administrative, selling and distribution
expenses in aggregate increased to about HK$31.9
million in the 2018 Interim Period, representing an
increase by about HK$1.9 million or 6.3% when
compared to about HK$30.0 million in the 2017 Interim
Period. The increase primarily reflected the increase in
revenue of the manufacturing segment and its related
marketing and promotion expenses.

In addition to the improved performance in the
manufacturing segment, the non-cash items in relation
to a decrease in impairment provision in trade receivables
of about HK$3.2 million as well as a net gain of about
HK$6.5 million arising from the fair value change of and
interest income from the Group’s investments in
convertible bonds also contributed to the profit
attributable to owners of the Company to about
HK$26.4 million in the 2018 Interim Period, representing
an increase of about HK$8.7 million when compared to
the profit of about HK$17.7 million in the 2017 Interim
Period.
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Revenue and Operating Results

Manufactured Pharmaceutical Sector

In the period under review, the segment had been
making encouraging progress in the context of a highly
competitive environment. Driven by management
dedication to continue working on the strategic initiatives
as stated in the 2018 Annual Report; which included
adjusting distribution channels, expanding market
coverage through collaboration with distributors and
outsourcing service providers to promote product
awareness in rural areas and communities, segment
revenue increased to about HK$37.2 million in the 2018
Interim Period, representing an increase of about
HK$13.6 million or 57.7% when compared to revenue
of about HK$23.6 million in the 2017 Interim Period.
Although rising labour and material costs created
pressure on the gross margin, the strong growth in
revenue was more than offset this unfavourable impact.
As a result, gross margin improved by about 18% when

compared to the 2017 Interim Period.

The concerted efforts made by the management to
return to profitability were paying off. Segment results
successfully achieved a turnaround from operating loss
of about HK$6.3 million in the 2017 Interim Period to a
small profit of about HK$0.4 million in the 2018 Interim
Period. Such turnaround was mainly attributable to the
increase in gross profit of about HK$11.8 million as well
as a reduction in allowance for bad and doubtful debts
of about HK$3.2 million, which outweighed the increase
in selling and marketing expenses of about HK$8.2
million.
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As the competitive dynamics rise to a new level,
management will adapt to the tough environment by
continuous improvement in operating efficiency and
enhancing products quality, to achieve sustainable
performance. At the same time, management will
continue to make vigorous efforts in gaining market
share through collaboration with distributors with
extensive network in order to drive revenue growth and
profitability in the second half of the financial year.

Imported Pharmaceutical Sector
Such unfavourable factors, including the intensified
competition from competing products of local
manufacturers and the increasing regulatory scrutiny on
imported products, in particular, the pending clearance
of backlog of approval process for the renewal of import
licence for the central nervous product that expired in
October 2017 and outcome of overseas on-site
inspection for the skin treatment product, which were
stated in the 2018 Annual Report have extended into the
2018 Interim Period and further impacted the
performance of the imported segment. Segment revenue
plummeted as a result of decrease in sales of skin
treatment drugs both in terms of volume and value to
HK$7.8 million in the 2018 Interim Period, representing
a decrease of about HK$16.0 million or 67.2% when
compared to revenue of about HK$23.8 million in the
2017 Interim Period. Although there was a corresponding
reduction of operating expenses by about HK$7.2
million, the loss in gross profit caused to segment loss of
about HK$3.3 million in the 2018 Interim Period,
representing an increase of about HK$2.4 million when
compared to loss of about HK$0.9 million in the 2017
Interim Period.
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Management notes that the imported pharmaceutical
sector in the PRC is going through a significant period of
changes as fueled by the ongoing healthcare reforms
and intensifying competitive landscape by competing
products of local manufacturers. Given that such difficult
market situation will continue to impact the performance
of the Group's imported segment in the coming year,
the Group has been working closely with its business
partners in order to resolve the regulatory issues to
mitigate the impact on the Group’s imported products in
the long term, and would exert efforts to explore other
potential product opportunities.

Gene Development Sector
In the period under review, gene development remained
inactive and no revenue was recorded.

Other Income and Gains and Losses, Net

Other income and gains and losses, net were in total an
increase of about HK$10.8 million, which mainly came
from the non-cash items resulted from a decrease in
impairment provision in trade receivables of about
HK$3.2 million as well as a net gain of about HK$6.5
million arising from the fair value change of and interest
income from the Group’s investments in convertible
bonds.

Selling and Distribution Expenses

Selling and distribution expenses slightly increased by
about HK$1.5 million to HK$18.2 million as compared to
HK$16.7 million in the 2017 Interim Period as a result of
competitive market environment.
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Administrative Expenses

Administrative expenses slightly increased by about
HK$0.4 million or 3.1% from HK$13.2 million in the
2017 Interim Period to about HK$13.6 million in the
2018 Interim Period. Such increase was primarily due to
foreign exchange recognised in the periods.

Seasonal or Cyclical Factors

The Group's business operations were not significantly
affected by any seasonal and cyclical factors, except
extended statutory holidays in the PRC that may lead to
lower Group's revenue and profit for the months in
which these holidays are declared. There is no seasonal
and cyclical factor for its borrowing requirements.

Financial Review

The Group generally finances its operations with
internally generated cash flow and facilities granted by
its principal banker in Hong Kong, Industrial and
Commercial Bank of China (Asia) Limited. As at 30
September 2018, the Group had total cash and bank
balances (including pledged bank deposits of HK$20.7
million) of HK$191.6 million (31 March 2018: HK$182.3
million), representing an increase by approximately
HK$9.3 million or 5.1%. Such increase was mainly due
to a negative operating cash of working capital of about
HK$10.3 million, provision of a shareholder’s loan of
about HK$4.9 million to Smart Ascent and the receipt of
HK$25.0 million interest income from investments in
convertible bonds.
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The Group did not have bank borrowings as at 30
September 2018 (31 March 2018: HK$ Nil) but had
banking facilities on trade finance, which were supported
by the pledge of the Group’s fixed deposits of about
HK$20.7 million (31 March 2018: HK$20.5 million) and
corporate guarantees from the Company and certain
subsidiaries of the Company. In general, there is no
significant seasonality fluctuation on trade finance
requirement of the Group.

The Group's total borrowing over total assets ratio as at
30 September 2018 was 0.055 (31 March 2018: 0.051),
calculated based on the Group’s total assets of
HK$1,181.1 million (31 March 2018: HK$1,216.8
million) and total debts of about HK$65.4 million (31
March 2018: HK$61.6 million), comprising convertible
bonds of HK$45.6 million (31 March 2018: HK$41.8
million) and amount due to an associate of HK$19.8
million (31 March 2018: HK$19.8 million).

Foreign Exchange Exposure

Save for certain purchases are denominated in Euros, the
Group's business transactions, assets and liabilities are
principally denominated in Hong Kong dollars, United
States dollars and Renminbi. The Group manages the
foreign currency exposure by closely monitoring the
foreign currency movements and may purchase foreign
currencies at spot rate, when and where appropriate for
meeting its payment obligation. No hedge on foreign
currencies was made during the period but the Group
will use financial instruments for hedging purpose when
considered appropriate.
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Significant Investments

At 30 September 2018, the Group held a total of 80,000
participating shares in KKC Capital SPC, a segregated
portfolio company incorporated in the Cayman Islands.
At the date of initial application of HKFRS 9 on 1 April
2018, these investments (“Investments”) were
reclassified from available-for-sale investments to
financial assets at fair value through other comprehensive
income (“FVTOCI") and accordingly, the impairment loss
of about HK$20,953,000 previously accumulated up to
31 March 2018 was transferred from retained earnings
to FVTOCI reserve. Subsequent changes in fair value of
these Investments are recorded in the FVTOCI reserve,
and when these Investments are derecognised, the
amounts accumulated in the FVTOCI reserve are not
recycled to profit or loss. Information as to these
Investments as at 30 September 2018 is as follows:

EXRE

R—ZZE—NFLA=Z+RH K&
B FAKKC Capital SPC(— R A £
HEAMERIMBIREEE R
T ) 4% 580,000 A% £ B A% 1D o
R-ZE—N\FHA—BEH KA
EEVBREERFZIRE X
ZERBE((ZERENDHATMH
tEREEH - BAERAFE
FAREMEEmKE(RAFER
AHM2zEWEDNEREE
At k8B z—_F—N\F=H
T+ BZRABEEBELNE
20,953,000 7 - B IR B & F
BAZEAFEFAEMZERK
nEE RERENAFENE
BEHELHERIEQATFEFAE
thEEBRESEERN RRIEER
ZERER  BAFEFAEM
rEKEFHEN R SEETS
FEEBmER -BEZT—N\F
NWEZ+HEBZSHRENER
;AT

Percentage
to total
assets value
Name of unlisted Number of Investment ~ Market FVTOCI of
investment Brief description of the business units held cost value reserve the Group
RATE HEEE
Jiid:3 AR BERE
FETREER EBEA EBE RERE TE 2EWEHEE p::4
HK$'000  HK$'000 HK$'000
TEL  TERL FEL
KKC Capital High ~ The investment objective is for long term capital appreciation by 80,000 80,000 17,080 62,920 1.45%
Growth Fund investing primarily in listed and unlisted shares, rights and
Segregated warrants. The investment manager is KKC Capital Limited
Portfolio and its investment advisor is Avia Asset Management

Limited, which is licensed by the Securities and Futures
Commission of Hong Kong to carry on Type 4 (advising on
securities) and Type 9 (asset management) regulated
activities
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ERESRMESHERZRQBBMETEIRGE
BARHER)REIE (REEAEER)RAEED)

FERSRE 2018/19 FREEEZRERAF

47



There was a substantial decline in the fair value of these
Investments by about HK$42 million to about HK$17.1
million as at 30 September 2018, as referenced to the
net asset value statement of these Investments. And
based on practicably available information to the Group
prior to approval of the Interim Financial Information, the
value of these Investments was about HK$14.6 million as
at 28 November 2018, which was provided for indication
by the investment manager, KKC Capital Limited. As
advised by the investment manager, the decrease in
market value of these Investments was mainly due to the
volatility caused by the trade war between China and the
US, which led to the overall weakness of the stock
market.

As these Investments are held for long term and are
designated as financial assets at FVTOCI upon adoption
of HKFRS 9, any subsequent changes in fair value of
these Investments will not be recycled to profit or loss.

As at the latest practicable date prior to printing of this
report, the fair value of these Investments was about
HK$10.9 million as at 30 November 2018.
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Outlook

Looking ahead, the increasing concerns over creeping
rise of US-China trade war and rising US interest rates,
will present added uncertainties on the growth of the
global economy and the PRC economy. Although China
is facing tremendous challenges in its economic
development, the trend for the pharmaceutical industry
to grow is expected to remain unaltered under the
healthcare reforms and the goal of “Healthy China
2030". However, the PRC government's increased
emphasis on regulatory compliance and more intense
competition among pharmaceutical enterprises along
with adjustments in drugs prices reshape the competitive
landscape and accelerate consolidation within the
pharmaceutical industry.

In these recent years, the Group has been placing more
focus on enhancing the production efficiency and
strengthening cost savings measures to reinforce the
fundamentals for development of the manufacturing
segment which has demonstrated positive progress.
Although the Group’s trading segment remains
substantially impacted by difficult market conditions, the
performance of the Group’s manufacturing segment has
been improving continuously, as such the weakening
performance of the trading segment would not cause
material adverse impact to the Group. Whilst the
operating environment in the second half of the financial
year will continue to be highly challenging to the Group,
the Group will remain resilient to adjust its strategies in
response to the market challenges.

Further still, the Group will exert efforts to improve its
business operations and will seek potential opportunities
with the aim of diversifying its revenue stream for the
long-term development of the Group.
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Employment and Remuneration Policy

As at 30 September 2018, the Group had 179 employees
(30 September 2017: 177). Staff costs (including
directors’ emoluments) for the six months ended 30
September 2018 amounted to approximately HK$11.4
million (six months ended 30 September 2017:
approximately HK$12.3 million).
mainly due to cost savings on reshuffling of distribution

The decrease was

channels through distributors other than direct sales
work forces at the manufacturing segment.

The Group remunerates its employees based on industry
practices. Its staff benefits, welfare and statutory
contributions, if any, are made in accordance with
prevailing labour laws of its operating entities.

On 24 August 2012, shareholders of the Company had
approved the adoption of a share option scheme (the
“Scheme"), which became effective on 29 August 2012
after obtaining approval from the Listing Committee of
The Stock Exchange of Hong Kong Limited and, unless
otherwise cancelled or amended, will remain in force for
10 years from that date.

The Scheme will enable the Group to reward the
employees, the directors and other selected participants
for their contribution to the Group and will also assist
the Group in its recruitment and retention of high caliber
professionals, executives and employees who are
instrumental to the growth of the Group.

During the period ended 30 September 2018, no share
option has been granted under the Scheme.
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Corporate Governance

The Group recognises the importance of achieving and
monitoring the high standard of corporate governance
consistent with the need and requirements of its business
and the best interest of all its shareholders. The Group is
fully committed to doing so.

In the opinion of the directors, the Company has
complied with the code provisions of the Corporate
Governance Code and Corporate Governance Report
(“Code Provisions”) as set out in Appendix 14 of the
Listing Rules throughout the six months ended 30
September 2018, except for certain deviations from
Code Provisions (i) A.1.3 and A.7.1 (notice, agenda as
well as accompanying board papers should be given to
directors in a timely manner for committee’s and board’s
meeting), (i) A.2.1 (the roles of chairman and chief
executive officer should be separate and should not be
performed by the same person), (iii) A.4.1 (non-executive
directors should be appointed for a specific term), (iv) A.4.2
(all directors should be subject to retirement by rotation
at least once every three years, and directors appointed
to fill a casual vacancy be subject to election at the first
general meeting after appointment), and (v) E.1.2 (the
Chairman of the Board should attend the annual general
meeting of the Company (“AGM"), Dr. Xie Yi was
unable to attend the AGM held on 24 August 2018 due
to other important engagement. Dr. Lou VYi, an executive
director of the Company took the chair of the AGM in
accordance with the provisions of the Company’s bye-
laws and answered questions from shareholders of the
Company). Details of deviations as set forth in (i) to (iv)
and considered reasons in relation thereof have been
duly set out in the corporate governance report
contained in the 2018 annual report of the Company
published in July 2018.
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The Company will continue to review and monitor the
situation as stated above, and to improve the practices as
and when the circumstances demand.

Model Code for Securities Transactions

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model
Code") as set out in Appendix 10 to the Listing Rules as
the Company’s code of conduct for dealings in securities
of the Company by the directors. Based on specific
enquiry of the Company’s directors, the directors have
complied with the required standards set out in the
Model Code throughout the interim period.
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Directors’ Interests and Short Positions
in Shares, Underlying Shares and
Debentures

At 30 September 2018, the interests and short positions
of the directors in the shares, underlying shares or
debentures of the Company or its associated
corporations within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFO"), as
recorded in the register required to be kept by the
Company pursuant to Section 352 of the SFO, or as
otherwise notified to the Company and The Stock
Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to the Model Code were as
follows:

Long positions in the ordinary shares of
the Company

ESREKG - EE
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e
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RARFAKEABEEECGEER
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Number of
ordinary shares Approximate
Name of of HK$0.01 percentage of
director Notes Capacity and nature of interest each held interests held
FEsREE
0.01#8 T2 iz
EEnR e SHORERME LTEREA BOBEDE
Xie Yi (@)  Through controlled corporations 80,000,000 3.35%
Bl FiRZEE R A
Cheng Yong Directly beneficially owned 830,000 0.03%
25 ERERES
(b)  Through a controlled corporation 1,060,000 0.05%
BER—BXEH AT
Held by spouse 5,090,000 0.21%
HEEBFE
6,980,000 0.29%
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Notes:

The entire issued share capital of JNJ Investments Ltd is
owned by Biowindow Gene Development (Hong Kong)
Limited (“HK Biowindow"), and the entire issued share
capital of HK Biowindow is owned by United Gene Group
Ltd (a company incorporated in the British Virgin Islands).
The issued share capital of United Gene Group Ltd is
owned as to 33% by Ease Gold Investments Limited,
which is wholly owned by Dr. Xie Yi.

The shares are held by Merchandise Holdings Limited (a
company incorporated in the British Virgin Islands) which
is wholly owned by Mr. Cheng Yong.

Save as disclosed above, as at 30 September 2018, none
of the directors had registered an interest or short
position in the shares, underlying shares and debentures

of the Company or any of its associated corporations

that was required to be recorded pursuant to Section
352 of the SFO, or as otherwise notified to the Company
and the Stock Exchange pursuant to the Model Code.
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Directors’ Rights to Acquire Shares and
Debentures

At no time during the period were rights to acquire
benefits by means of the acquisition of shares in, or
debentures of, the Company or any other body corporate
granted to any directors or their respective spouses or
minor children, or were any such rights exercised by
them, or was the Company or any of its subsidiaries a
party to any arrangement to enable the directors, their
respective spouses or minor children to acquire such
rights in any other body corporate.

Substantial Shareholders’ and Other
Persons’ Interests and Short Positions
in Shares, Underlying Shares and
Debentures

At 30 September 2018, the following interests and short
positions of 5% or more of the shares and underlying
shares of the Company were recorded in the register
required to be kept by the Company pursuant to Section
336 of the SFO:
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Number of
ordinary Long (L) or Approximate
Capacity and nature shares held/ Short(S)  percentage of
Name of substantial shareholder of interest entitled position interest held
Fids/
BEEFEZ FROH FisER
TERRAE FORERME EERHEE RE(S) BRESL
Innovative Pharmaceutical Biotech Directly beneficially
Limited (“Innovative Pharm”) (Note) ~ owned 1,357,510,000 L 56.80%
EMBEREYRBEBERAA BERERER
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Note:

Innovative Pharm is a listed company on the Main Board of the
Stock Exchange and its interest in 1,357,510,000 shares of the
Company represents (i) 457,510,000 shares or 19.14% of the
Company'’s shares in issue and (ii) 900,000,000 shares to be
allotted and issued to Innovative Pharm upon exercise in full by
Innovative Pharm of the conversion rights at conversion price of
HK$0.6413 per share under the Company's 20-year zero coupon
convertible bonds issued on 16 July 2013 with principal amount
of HK$577,170,000 outstanding. At 30 September 2017, there
was a total of 2,390,000,000 shares issued by the Company, and
assuming the exercise in full of the conversion rights attaching to
the Company’s convertible bonds, Innovative Pharm will hold
approximately 41.26% of the enlarged share capital of the
Company.

Save as disclosed above, as at 30 September 2018, the
register as maintained by the Company pursuant to
Section 336 of the SFO recorded no other interests or
short positions in the shares or underlying shares of the
Company.

Purchase, Redemption or Sale of Listed
Securities

During the six months ended 30 September 2018, the
Company and its subsidiaries did not purchase, redeem
or sell any of the Company'’s listed securities.
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Audit Committee

The Audit Committee, which comprises three
independent non-executive directors (“INEDs”) with
terms of reference in compliance with Code Provision
C.3.3, has reviewed the unaudited condensed
consolidated interim financial information of the Group
for the six months ended 30 September 2018, and was
content that the accounting principles and practices
adopted by the Group were in conformity with the
current practices in Hong Kong.

Remuneration Committee

The Remuneration Committee, which comprises three
INEDs and Dr. Xie Yi, was formed with terms of reference
in compliance with Code Provision B.1.2 to oversee the
remuneration policies of the Group during the six
months ended 30 September 2018.

Nomination Committee

The Nomination Committee consists of four members
including Dr. Xie Yi, Chairman of the Board and Chief
Executive Officer and three INEDs, which was formed
with terms of reference in compliance with Code
Provision A.5.2 to formulate and implement the policy
for nominating candidates for election by shareholders,
and to assess the independence of non-executive
directors.

By Order of the Board
Extrawell Pharmaceutical Holdings Limited
Xie Yi
Chairman

Hong Kong, 29 November 2018
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Corporate Information
Board of Directors

(As at the date of this interim report on
29 November 2018)

Executive Directors

Dr. XIE Yi (Chairman and Chief Executive Officer)
Dr. LOU Yi

Mr. CHENG Yong

Ms. WONG Sau Kuen

Mr. LIU Kwok Wah

Mr. LU Zhigiang

Independent Non-executive Directors

Mr. FANG Lin Hu
Mr. XUE Jing Lun
Ms. JIN Song

Audit Committee

Mr. FANG Lin Hu (Chairman)
Mr. XUE Jing Lun
Ms. JIN Song

Remuneration Committee

Mr. FANG Lin Hu (Chairman)
Mr. XUE Jing Lun

Ms. JIN Song

Dr. XIE Yi

Nomination Committee

Dr. XIE Yi (Chairman)
Mr. FANG Lin Hu
Mr. XUE Jing Lun
Ms. JIN Song
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Joint Company Secretaries
Mr. LIU Kwok Wah

Ms. WONG Sau Kuen

Hong Kong Legal Advisers

Chiu & Partners Solicitors

Independent Auditor

BDO Limited
Certified Public Accountants

Registered Office

Clarendon House
2 Church Street
Hamilton HM 11
Bermuda

Head Office and Principal Place of

Business in Hong Kong

Suites 2206-08, 22/F

Devon House, Taikoo Place
979 King's Road, Quarry Bay
Hong Kong

Principal Bankers

Industrial and Commercial Bank of China (Asia) Limited

The Bank of East Asia, Limited
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Principal Share Registrar and Transfer B BFEREHR
Office

Conyers Corporate Services Conyers Corporate Services
(Bermuda) Limited (Bermuda) Limited

Clarendon House Clarendon House

2 Church Street 2 Church Street

Hamilton HM 11 Hamilton HM 11

Bermuda Bermuda

Hong Kong Branch Share Registrar and BROBFERETEBIE
Transfer Office

Tricor Tengis Limited SEEEBER AT

Level 22, Hopewell Centre BB

183 Queen'’s Road East AT

Wanchai 2EXNEBER1835%

Hong Kong BRI 2248

Website 8k

http://Awww.extrawell.com.hk http:/Avww.extrawell.com.hk
Stock Code iR 121X 3%

The Stock Exchange of Hong Kong Limited: 00858 EEBAETSHER AT 00858
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