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Condensed Consolidated Statement

RS BRI R

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 2019 together with the
comparative figures as follows:

of Financial Position

BEREEERERAR(ERD
AE=Ee(EBEE)EM K
ARRENRBAR(XREH]) &
E-E-NEALA=Z+RHLNHE
AZARERGRAEEERLER
EFEMT

At At
30 September 31 March
2019 2019
RZZBE-HAE RZZT—N
hBA=+HB =ZA=+—8H
(Unaudited) (Audited)
(REER) (& E%)
Notes HK$'000 HK$'000
B 5 TET FHET
Non-current assets EREBEE
Investment properties "EWHE 1,348 1,378
Property, plant and ME - BEREE
equipment 5 128,837 140,740
Prepaid lease payments FENEERNRK 2 — 9,236
Right-of-use assets FREAE 8,563 —
Intangible assets mEEE 1,807 1,807
Financial assets at fair value & A F BT AEB&E
through profit or loss ZEmEE 6 500,173 469,737
Financial assets at fair value & 2 & 5+ A E A
through other 2HEWEZ S R
comprehensive income BE — —
Interest in an associate R—EBEARZ
BN 3 329,643 330,062
Amount due from an JiE U — R B & 1 A
associate KIA 33,583 29,388
Loan to an associate By —REBE QR
8% 4 15,016 5,027
Deferred tax assets ELEFRIEEE 69 69
1,019,039 987,444
Current assets RBEE
Inventories FE 6,125 5,824
Trade and bills receivables B RWER R
fE IR Z= i 7 18,128 20,047
Deposits, prepayments and 2% ~ T8 5 FE K
other receivables H b fE W FE 9,306 11,106
Financial assets at fair value &2 F{ET AEZE
through profit or loss ZEREE 1,652 1,769
Pledged bank deposits EEFRITER 21,257 20,994
Bank balances and cash Ne LIBITEHE 131,434 148,902
187,902 208,642
Total assets WEE 1,206,941 1,196,086

EXTRAWELL PHARMACEUTICAL HOLDINGS LIMITED

Interim Report 2019/20



Condensed Consolidated Statement of Financial Position (Continued)
HRGRE M BERR R (&)
At At
30 September 31 March
2019 2019
R=-F-NF —ET—NF
hA=+B =ZA=+—8H
(Unaudited) (Audited)
(REER) (& #E%)
HK$'000 HK$'000
FTET FHT
Capital and reserves BRAEARFE
Share capital % 2 23,900 23,900
Reserves &G 1,060,393 1,042,752
Equity attributable to owners &R & # A A
of the Company FEAE 2= 1,084,293 1,066,652
Non-controlling interests FEIEAR = (3,455) (5,081)
Total equity EREE 1,080,838 1,061,571
Non-current liabilities kRBERE
Convertible bonds AT ES 54,092 49,635
Deferred income on BIfEE
government grants R A 4,740 5,142
58,832 54,777
Current liabilities REBAEE
Trade and bills payables B RAERK
JE A R 7,932 8,125
Accruals, other payables and FEIRE A « E A
contract liabilities & 15 %klﬁi&
aHEE 43,216 56,201
Deferred income on JiEe ij HEz
government grants iR RE A 121 125
Tax payable FEH i1 16,002 15,287
67,271 79,738
Total equity and liabilities #HEX K & & 1,206,941 1,196,086
Net current assets RBEEFE 120,631 128,904
Total assets less current #AEERRBERE
liabilities 1,139,670 1,116,348

FHEIER & 2019/20
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Condensed Consolidated Statement of Profit or Loss and
Other Comprehensive Income

ERGReEE R M2 ERER

For the six months ended
30 September
BEAA=+HLEAXEA
2019 2018
—E-hFE —ZT-N\HF
(Unaudited) (Unaudited)
(RgERZ) (REER)
Notes HK$'000 HK$'000
k=2 FERT FAET

Revenue Yz 9 40,695 45,047
Cost of sales &R (17,281) (20,300)
Gross profit EH 23,414 24,747
Other income RN 10 6,400 4,517
Other gains and losses, net e R EE
TR EE 11 27,629 33,306
Selling and distribution expenses % & 7 t4 & B (10,972) (18,221)
Administrative expenses THER (13,338) (13,630)
Share of results of an associate  Ji& {5 — & Bt &
NRIEE (419) (142)
Effective interest expense on AR ESFZ
convertible bonds ERFEHEZ (4,457) (3,756)
Profit before taxation & 2 B A 12 28,257 26,821
Taxation s 13 (1,740) (253)
Profit for the period HA A 5 A 26,517 26,568
Other comprehensive income/ H i 2 E Y%~
(expense) (B %)
Item that may be reclassified Hiznge s
subsequently NEEERN
to profit or loss 18 H
— Exchange differences — BREEH
arising on translation of XBEAZ
foreign operations &N ZEHE (7,250) (10,649)
Item that will not be reclassified H & T & E#H D
subsequently to profit or loss ZiEHRMIER
— Change in fair value on —FFAEMEE
financial assets through WHZ&F
other comprehensive EEANFE
income # — (41,967)

Total comprehensive income/ Hi A2 HE Wz~
(expense) for the period (BxX) 4% 19,267 (26,048)

EXTRAWELL PHARMACEUTICAL HOLDINGS LIMITED Interim Report 2019/20



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

HRGERERAMEE KSR (F)

For the six months ended
30 September
BEAA=+HLEAXEA
2019 2018
—®-—hE —F-N\F
(Unaudited) (Unaudited)
(RgERZ) (REER)
Notes HK$'000 HK$'000
k=2 FERT FAET

Profit for the period R AL
attributable to HRER
Owners of the Company KARIEAA 25,043 26,404
Non-controlling interests FE2 AR = 1,474 164
26,517 26,568
Total comprehensive income/ LU T A +FE(LEI R
(expense) for the period 2EkE(FIX)
attributable to B
Owners of the Company KABHEA A 17,641 (26,431)
Non-controlling interests iR 1,626 383
19,267 (26,048)

(Unaudited) (Unaudited)
(REER) (REFER)

HK cents HK cents
Al AL
Earnings per share for the ROFEB AEMN
period attributable to HRERER
owners of the Company 15
— Basic — &K 1.05 1.10
— Diluted — 8% 0.90 0.92
RHERER & 2019/20 BEEXZRARAA




Condensed Consolidated Statement of Changes in Equity
ERGREEREE R

Attributable to owners of the Company
ARAREAES

Foreign Convertible Fair value
currency bonds  through other Non-
Share  Share  Capital Contrit lati equity prehensive Retained controlling
capital premium  reserve surplus  reserve reserve income reserve earnings Total interests Total
ROYE
ARER TREES HARMRE FER
BE BOEE RAEE SARK B EEER hiEE RERA &t [ $: At
HK$'000  HK$'000 HK$'000  HKS$'000  HK$'000  HK$'000 HK$'000 HK$'000  HK$'000  HK$'000  HK$'000
TEr Thr FEr  FTExr  TEr TER TEr TEx TEz  TET  TEx
At1Aprl 2018 (Audited) R =F— %
mA-R
(@&#7) 23900 191,738 6,542 4839 34970 512,359 — 297,225 1,071,573 (4,494) 1,067,079
Initial application of
HKFRS 9
- - - - — — (24039) 21160 (2879) (25) (2,904)
At 1 April 2018
(Restated)
23900 191,738 6,542 4839 34970 512,359 (24,039) 318,385 1,068,694 4,519) 1,064,175
Profit for the period
(Unaudited) - - - - — - — 26404 26404 164 26,568
Change in fair value
on financial assets
through other ATEEY
comprehensive
income — - - - — - (41,967) —  (4197) - (41,967)
Exchange differences  BEFHNEHE
on translation of EZENER
foreign operations — — — — (10,868) — — —  (10,868) 219 (10,649)
Total comprehensive 2 F M (% %)
income (expense) fE - - - - (10,868) — (41,967) 26404 (26431) 383 (26,048)
At 30 September -
2018 (Unaudited) AA=TH
(REEH) 23900 191738 654 4839 241020 512,359 (66,006) 344,789 1,042,263 (4136) 1,038,127
At 1 April 2019 (Audited) 7
23,900 191,738 6,542 4839 27,945 512,359 (83,086) 382,415 1,066,652 (5,081) 1,061,571
Profit for the period
(Unaudited) - - - - - - — 25043 25043 1474 26,517
Exchange differences BE
on translation of EZEAER
foreign operations — — — — (7,402) - — — (7,402) 152 (7,250)
Total comprehensive 2 F M (%)
income (expense) 8% - - . - (7,402) b — 2508 17,641 1,626 19,267
At 30 September ZE-NE
2019 (Unaudited) NA=+A
(REEH) 23900 191,738 6,542 4,839 20543 512359 (83,086) 407,458 1,084,293 (3455) 1,080,838

EXTRAWELL PHARMACEUTICAL HOLDINGS LIMITED
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Condensed Consolidated Statement of Cash Flows

ERGEERERER

For the six months ended
30 September
BEALA=+HBLXER

2019 2018
—E-hAEFE ZT—N\F
(Unaudited) (Unaudited)
(RBER) CREER)

HK$'000 HK$'000
FTEx FHT
Net cash (used in) operating wEEE(FER) 2
activities ReFE (7,799) (10,343)
Net cash (used in) generated BETSH(EREAZ
from investing activities B4 F5 (8,453) 20,920
Net (decrease) increase in cash R4 MBS HEHER
and cash equivalents OBt ) $8 hn % 28 (16,252) 10,577
Effect on foreign exchange rate  SMNESFE R & 8) » 2 &
changes (1,216) (1,504)
Cash and cash equivalents at MOz R RAEEE
beginning of the period 5B 148,902 161,765
Cash and cash equivalents at s ReRkBE
end of the period £MHEIER
— represented by bank — LRTTAEER 2
balances and cash Al 131,434 170,838

FHEIER & 2019/20
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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 2019.

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").

EXTRAWELL PHARMACEUTICAL HOLDINGS LIMITED

Notes to the Condensed Consolidated Financial Information

RS MR E RN

—RER
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Notes to the Condensed Consolidated Financial Information (Continued)

E AR S M 1% E R M ()

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 2019 (the
“2019 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 2019 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
and considered that there was no significant
impact on the Group’s results and financial
position or any substantial changes in the Group's
accounting policies, except for HKFRS 16 Leases,
as discussed below.

FHEIER & 2019/20

2.

mEEEREITBER
25 (&)

It AR 2 B 75 B L R B K &
BREBMBREER(E
BMBREENDRRZE
E-Z-AF=A=+—H
FEEREZBBHRER (=
E-NERELGUBESR]

o A B B ERIKA
MEFRRE_T-NFLK
B BWER B

AEEERNBTESEEA
EEMIBEMBREE
Al B 37 AT R B 7T £ R - 3%
FEANA P HERE R E
M AEBXAR BTX
P Bt £R A0 2 8 B 75 HR 5
AFE16R[EE I Z &I
RMZEHa] BRI EBE
M HMEENHAREE RS
R BARRAEBELEB AT
BYUAEE ST REME
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Basis of Preparation and Changes
in Accounting Policies (Continued)

HKFRS 16 Leases

HKFRS 16 Leases replaces HKAS 17 Leases and
related interpretations. It introduces a single
lessee accounting model and requires a lessee to
recognise assets and liabilities for all leases with a
term of more than 12 months, unless the
underlying asset is of low value. Specifically,
under HKFRS 16, a lessee is required to recognise
a right-of-use asset representing its right to use
the underlying leased asset and a lease liability
representing its obligation to make lease
payments. Accordingly, a lessee should recognise
depreciation of the right-of-use asset and interest
on the lease liability, and also classifies cash
repayments of the lease liability into a principal
portion and an interest portion and presents
them in the statement of cash flows. Also, the
right-of-use asset and the lease liability are initially
measured on a present value basis. The
measurement includes non-cancellable lease
payments and also includes payments to be made
in optional periods if the lessee is reasonably
certain to exercise an option to extend the lease,
or to exercise an option to terminate the lease. In
respect of the lessor accounting, HKFRS 16
substantially carries forward the lessor accounting
requirements in HKAS 17.

ﬁ(ﬁ EXTRAWELL PHARMACEUTICAL HOLDINGS LIMITED

2.

Notes to the Condensed Consolidated Financial Information (Continued)

AR & M % E R M ()

mEEEREITBER
25 (&

ERAMBREERSE
165 —HE

BB Y IEEREEFE1658
BREB G ERAF175H
[FAERiERE2E - E5 A
B-ABAgSTEERR -
WA E A AR A H BB
TZERzMBERE®RRE
EREBE RIEFEEER
REEEZEERSERG®- - &
BmE  REEBEMBERSE
EBIFE 165 AT ABER
FEREEE(RTAEBRE
AHAEEEE) LHESR
BEERTEEEAINEE
FRIE) o H Bt - & A FE R
REAREENERTEESR
BB WHHEAEZR
CERDEAEEAS D KA
BEHo WRBEERERNA
25 ko EREEER
HEBBYLIRREEER
E-FEEETAHEEE
M EFEEARAGE
BEEMTEEERTEENE
RITHREEREILEEEZE
ST - BRE R B A
M2 BB A G E
BimE &80 HRS2ER
FIRABERTESS
REAFZI7RZEAAS
TR TE ©
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Notes to the Condensed Consolidated Financial Information (Continued)

E AR S M 1% E R M ()

Basis of Preparation and Changes
in Accounting Policies (Continued)

HKFRS 16 Leases (Continued)

The adoption of HKFRS 16 has resulted in
changes of accounting policies. In accordance
with its transition provisions, the Group has
adopted the modified retrospective approach for
existing leases at 1 April 2019 with certain reliefs,
and under which comparative information is not
restated. Under the approach, the Group has
applied the following practical expedients on
transition to HKFRS 16 to leases previously
classified as operating leases under HKAS 17:

(i) reliance on previous assessments on
whether leases are onerous;

(i) applying the recognition exemption for
leases of low value assets or short-term
leases that ends within 12 months of the
date of initial application; and

(i)  the use of hindsight in determining the
lease term where the contract contains
options to extend or terminate the lease.

FHEIER & 2019/20

2.

mEEEREITBER
25 (&)

EREMBREEUSE
165 —H & (&)

RABEMBREELS

B E R BRI AR
BER—_Z-NFMA -\
RAEHERRET KL
& 7] Y& B% - FE L E
EREMEREFR - RIEZ
HE AKECEREREY
% 3 & % B 165 89 38K
BXEATRRRERES®
ARRERIFI7TRERRKE
HENHEENATHRES A
BE IR AR

() EEESABEREESR
BEEMRTE

iy HMEBEEEHEENX
EHEE(RNERE
F3 B 5 e 5 7 #4782
2R+ @A) KA
EREHBR &

(i) BEMEBILERHIR
LEFR A B - A
ERPMBERBEM
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Notes to the Condensed Consolidated Financial Information (Continued)

EAGRE M B ERMEE (&

2. Basis of Preparation and Changes 2. HmEEERSFTBER

in Accounting Policies (Continued) 2E (E)

HKFRS 16 Leases (Continued) ERMBEHREEANSE
165 — HE (&)

Upon the adoption of HKFRS 16, the Group FERE AR E LRSS

reclassified the “prepaid lease payments” to 165R1%  AEBBEEHH

right-of-use assets for presentation as below: [ENEENRIZFERAESE

B WEATE2H A

As originally Reclassification Restated
presented under 1 April
31 March 2019 HKFRS 16 2019
MAZB-hE BEEBHBE KR-Z-IF
ZA=+-RB HEAE165% mA—H
RA& 2R ENSE (E5)
HK$'000 HK$'000 HK$'000
FTET THET THET
Non-current assets JE R EEE
(extract) (F8%)
Prepaid lease ENHEE
payments N 9,236 (9,236) —
Right-of-use assets 1F & E — 9,236 9,236

ﬁﬁ EXTRAWELL PHARMACEUTICAL HOLDINGS LIMITED Interim Report 2019/20



Notes to the Condensed Consolidated Financial Information (Continued)

E AR S M 1% E R M ()

Basis of Preparation and Changes
in Accounting Policies (Continued)

HKFRS 16 Leases (Continued)

As a lessee, the Group's leases are mainly rentals
of offices with initial period of three years. At the
date of transition to HKFRS 16, the Group has
applied the recognition exemption not to
recognise right-of-use assets and lease liabilities
for leases whose remaining lease term ending on
or before 31 March 2020. Accordingly, lease
payments associated with those leases are
recognised as expense on a straight-line basis
over the lease term in the current interim period.
The following table reconciles the operating lease
commitments as disclosed in note 36 to the 2019
Audited Financial Statements to the opening
balance for lease liabilities recognised as at 1 April
2019:

2.

mEEEREITBER
25 (&)

EREMBREEUSE
165% — & (8)

EREMAA  AEENHEE
FEANRAEHRAE=FH
MAZEHS -HRBEEBRB
W5 S 2E R 165% B B
REBEERABRARE 3
HFKHAERR T -_ZTF
A=+ —BRZAKILER
HE THIALCHAEELEE
MAEEaE Bt Bz%
HERENHEENREARR
HEMRESEAERERRA
BRAERY - TRHINNK =
T — L B % B T R R T
H36m B A K E AR
HR T —hFMA— B
ROMEBEHVEH Y
BE :

HK$'000
FHIT

Operating lease commitmentsat R -ZT—HAF=A=+—HH
31 March 2019 KEMEEAE 1,601

Less: Recognition exemption
— short-term leases

W HERBRe —EHEE

(1,601)

Lease liabilities recognised as at

RZZ-NAFHUA—-BREAN

1 April 2019 HEAE —

FHEIER & 2019/20
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Qualified Opinion — 2019 Audited
Financial Statements

In the 2019 Audited Financial Statements, a
qualified opinion was expressed in the
Independent Auditor’'s Report in relation to prior
year's audit scope limitation affecting opening
balances and comparative figures arising from the
carrying amount of the Group's interest in an
associate, Smart Ascent Limited, which is now
extracted as below:

“The auditor’s report on the consolidated
financial statements of the Group for the year
ended 31 March 2018 contained a disclaimer of
opinion on the limitation on the audit scope in
relation to the interest in an associate. Details of
which had been set out in the auditor’s report
dated 29 June 2018.

As the consolidated financial statements of the
Group for the year ended 31 March 2018 formed
the basis for the comparative figures presented in
the current year’s consolidated financial
statements, any adjustments found to be
necessary in respect of the carrying amount of
the interest in an associate would have a
significant effect on the comparative figures and
the opening balances and the related disclosures
thereof for the year ended 31 March 2019.

ﬁﬁ EXTRAWELL PHARMACEUTICAL HOLDINGS LIMITED

Notes to the Condensed Consolidated Financial Information (Continued)
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Notes to the Condensed Consolidated Financial Information (Continued)

E AR S M 1% E R M ()

Qualified Opinion — 2019 Audited
Financial Statements (Continued)

We conducted our audit in accordance with Hong
Kong Standards on Auditing (“HKSAs") issued
by the HKICPA. Our responsibilities under those
standards are further described in the Auditor’s
Responsibilities for the Audit of the Consolidated
Financial Statements section of our report. We
are independent of the Group in accordance with
the HKICPA's Code of Ethics for Professional
Accountants (“the Code”), and we have fulfilled
our other ethical responsibilities in accordance
with the Code. We believe that the audit
evidence we have obtained is sufficient and
appropriate to provide a basis for our qualified
opinion.”

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 projections for the purpose
of impairment assessment, do not identify any
indication on the carrying amount of interest in
the associate as at 30 September 2019 that may
need to be impaired. Accordingly, no impairment
is considered necessary as at 30 September 2019.

FHEIER & 2019/20
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Notes to the Condensed Consolidated Financial Information (Continued)

AR & M % E R M ()

4,

Loan to an Associate

On 27 July 2018, the Company and Innovative
Pharmaceutical Biotech Limited (“Innovative
Pharm”, together with its subsidiaries “Innovative
Pharm Group”) through their respective wholly-
owned subsidiaries as lenders and Smart Ascent
Limited (“Smart Ascent”, together with its
subsidiaries “Smart Ascent Group”) 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 Innovative Pharm
Group, 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.

In August 2019, Smart Ascent had drawn down
in aggregate of HK$20 million, and together with
the HK$10 million drawn down in September
2018, Smart Ascent had fully drawn down the
Loan of HK$30 million as provided by the Group
and Innovative Pharm Group. The balance as at
30 September 2019 represents the Group’s 49%
contribution of HK$14.7 million and the interest

receivable.

EXTRAWELL PHARMACEUTICAL HOLDINGS LIMITED

5T —MBEAT

RZZE—N\FELtA=-++t
B ARRIREMEBENE
VR ER AR (EHRE
B ERHENEBEQREMR
BEEE)EREBEZEE
MEBARI(ERER) H
EEBRAR(EE] &
REMBAREEEE])
(EREFRA)TN—H K
RERBETEERER
30,000,000 7T 2 B 5 ([ %
BEXR]) ZEFBHAEER
#£49% 5% 18 ( BP 14,700,000
BIT)  BEME S E R
#£51% 5 18 ( AP 15,300,000
BIL)  ZERFAREZ N
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5.

Notes to the Condensed Consolidated Financial Information (Continued)

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.

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

The balance represents the fair value of the
Group's investments in convertible bonds issued
by Innovative Pharm on 28 July 2014 with
principal amount of HK$715,000,000, which
bears interest at 3.5% per annum payable in
arrears annually with maturity on the 7th
anniversary of the date of issue (the “Bonds”).

On 26 July 2019, the Company and Innovative
Pharm, a then substantial shareholder of the
Company entered into, amongst others, the deed
of amendment to amend and vary certain terms
and conditions in the Bonds (the “Proposed
Amendments”), whereby the dates for annual
interest payment of HK$25,025,000 (the
“Interest”) each for the periods from 28 July
2018 to 27 July 2019 (“2019 Interest Period"”)
and 28 July 2019 to 27 July 2020 (“2020
Interest Period”) will both be extended to 28
July 2021 and an additional interest in the
amount of HK$11,261,250 shall be paid on the
even date. The additional interest represents 15%
per annum on the Interest for 2-year extension
for payment of interest for 2019 Interest Period
and 1-year extension for payment of interest for
2020 Interest Period.

FHEIER & 2019/20
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Financial assets at fair value
through profit or loss (“FVTPL")
(Continued)

The transaction contemplated under the Proposed
Amendments constitutes a major and connected
transaction for the Company under Chapter 14
and Chapter 14A of the Listing Rules, which was
approved by the Company's independent
shareholders at its special general meeting held
on 17 October 2019 and completed on 28
October 2019.

Details regarding the Proposed Amendments, the
results of the special general meeting and the
completion are respectively disclosed in the
Company’s announcement dated 26 July 2019
and the circular dated 16 September 2019, and
the Company’s announcements dated 17 October
2019 and 28 October 2019.

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)

E AR S M 1% E R M ()

Trade and Bills Receivables 7. EZEWERERRER
(Continued) EZE(|)
The aging analysis of trade and bills receivables (net BoRUWBEARNEREZE
of provision of impairment loss on trade (0K & 5 W EBR FUR A 6
receivables), based on invoice dates are as BEBEENZZHHZE
follows: BOTaT :
At At
30 September 31 March
2019 2019
R=ZB-AE RZZ—IF
hB=+B =ZA=+—H
(Unaudited) (Audited)
(REEERZ) (feEZ)
HK$'000 HK$'000
TET FHET
Within 90 days 0HNRA 9,208 10,932
91-180 days 91THAE180H 2,322 5,170
181-365 days 181HAE365H 6,598 3,945
18,128 20,047
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Notes to the Condensed Consolidated Financial Information (Continued)

AR & M % E R M ()

8. Trade and Bills Payables 8. EBEZEMNERIREN

RE

BSRNEARENREE
MNEERHPZKE DTN

The aging analysis of trade and bills payables,
based on invoice dates are as follows:

T

At At

30 September 31 March

2019 2019

REB-—AFE RZT-NF

hB=+B =ZA=+—H

(Unaudited) (Audited)

(RBEZ) (&%)

HK$'000 HK$'000

TET FHET

Within 90 days 0HRA 4,008 3,202
91-180 days 91THZE180H 520 4,186
181-365 days 181 H&E365H 2,759 44
1-2 years 1EEQE 162 176
Over 2 years 2FE A 483 517
7,932 8,125

(Z(ﬁ EXTRAWELL PHARMACEUTICAL HOLDINGS LIMITED
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9.

Notes to the Condensed Consolidated Financial Information (Continued)

Revenue and Segment Information

The Group's revenue comprises the following:

8 B 4R & B 7% 5 LR EE (48)
9. WERSEEHR
AEBEWZBIENTSIHE :

For the six months ended
30 September
BEALA=1+HLXER

2019 2018
—E-AEFE —ZZE-N\F
(Unaudited) (Unaudited)
(REER) CREER)
HK$'000 HK$'000
FTET FHT
Manufacturing of B35 S5
pharmaceutical products 40,695 37,241
Trading of pharmaceutical BHES
products — 7,806
40,695 45,047

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”);

FHEIER & 2019/20
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Notes to the Condensed Consolidated Financial Information (Continued)

AR & M % E R M ()

9. Revenue and Segment Information 9,
(Continued)

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

(©)  the gene development segment engages in
the commercial exploitation and
development of genome-related
technology (“Gene Development”).

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 2019:

W K 2 ME# (E)

b) EBZOERZHEER
MHE N B EER
(T8%)):

(0 ZFRHAZBEIBNEE
ESIRIEN s R (VA S
Fe 3 Ko AT 3% ([ & A BE
) -

UNTERBE-T—LFAN
R=+HBIE/XEARA 2
iﬁ%«&é ¢E¥| E’]A{E@X
BREXK 2 WERFED
#r

Unaudited — For the six months ended 30 September

KEER—BEAA=TALAEA

Manufacturing Trading
2 €3
2019 2018 2019 2018
“B-AF ZF-\F ZB-AF ZT-)\F
HK$'000  HK$'000  HKS$'000  HK$'000
TEn TAL TR FiEn

Gene Development Total
ERES @it
2019 2018 2019 2018
“B-0F ZT-)\F ZB-NF ZT)\F
HK$'000  HKS'000  HKS$'000  HK$'000
ThR THET TExn TAL

Revenue Y
Sales to external customers  [FSNEE P& 40,695 37241 — 7806 - — 40,695 45,047
Segment resuls PERE 7,003 a7 628 3268 () @) 6 (089
Unallocated other income %% & 7 £ ftt 4
A 6,400 4517

Unallocated other gains and & 5 2 2 £t

losses, net BERBRFR 3043 33380
Corporate expenses ERE (4384) (429
Effective interest expense Ak EH 2

on convertible bonds EBRHERT (4,457) (3,756)
Share of results of an Ei—fEE

associate NGES | (419 (142)
Profit before taxation BRBATRT 28,257 26,821
Taxation BE (1,740) (253)
Profit for the period R 26,517 26,568

EXTRAWELL PHARMACEUTICAL HOLDINGS LIMITED
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10.

Notes to the Condensed Consolidated Financial Information (Continued)

E AR S M 1% E R M ()

Other Income

10. HEflg A

For the six months ended
30 September
BEANA=THILAREAR

2019 2018
—E-hE ZT-N\F
(Unaudited) (Unaudited)
(RRBER) (REER)

HK$'000 HK$'000
THET FET

Interest income

Government grants

Imputed interest income from
amount due from an
associate

Interest income from loan to
an associate

BB A

IS 468 Bh

JE W — [ B & A B SR
RHZHEEMBWA

By —EBERARZ
ERZMEBWA

1,954 1,253
61 46
4,195 3,213
190 5
6,400 4,517

FHEIER & 2019/20
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Notes to the Condensed Consolidated Financial Information (Continued)

AR & M % E R M ()

11. Other Gains and Losses, Net 1. EWBEREEFE

For the six months ended
30 September
BEhRA=1+HLLAEA

2019 2018
—EBE-hE —T—N\F
(Unaudited) (Unaudited)
(REER) CREEZR)
HK$°000 HK$'000
FET FHE T
Gain on disposal of property, HEWE  WE LK&RE
plant and equipment 2 W — 3
Impairment loss on deposits, & & - BT FHIB R H A
prepayments and other JE U R IE R E S 1B
receivables (510) (33)
Impairment loss on trade B HRWERER 2 RE
receivables, net EEFE (2,323) (77)
Change in fair value on BATEFAERZ
financial assets at FVTPL ETMEEZ
— investments in convertible A (& & 8) — 7] &
bonds* REFRE* 30,436 33,380
Change in fair value on BRAFEFABREZ
financial assets THMEEZAFE
at FVTPL — short term BE—RHRE
investments 26 33
27,629 33,306

Effective interest income of HK$12,547,000 on
investments in convertible bonds was reported as
“Other Income” in the 6-month period ended 30
September 2018. To conform to the current
period presentation, this balance has been
reclassified and disclosed as change in fair value
on financial assets at FVTPL — investments in

convertible bonds.

(Zﬁ EXTRAWELL PHARMACEUTICAL HOLDINGS LIMITED
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Notes to the Condensed Consolidated Financial Information (Continued)

E AR S M 1% E R M ()

12. Profit before Taxation 12.

The Group’s profit before taxation has been
arrived at after charging:

BR B A1 i A
7% B2 [ B AT F B 0
AT &R

For the six months ended
30 September
BEALA=1+HLXER

2019 2018
—E-hE —T-—N\F
(Unaudited) (Unaudited)
(RBEZR) CREEZR)
HK$°000 HK$'000
FE T FET

Depreciation of right-of-use ~ {FAEAEFTE

assets

Amortisation of prepaid lease 8 1~ 18 & < 2% #% 44
payments

Depreciation of investment KEYENE
properties

Depreciation of property, plant #7% - = & R #E T &
and equipment

Cost of inventories recognised ®RAER 2
as expenses FEMKA

Operating lease charges in BT REFZ
respect of land and buildings 4% 78 & & F

Staff cost (including directors’ & TR 7N (B 4%

emoluments) EEHM)
Salaries, bonus and e O RER
allowances

Retirement benefits scheme 3R (k1@ F| 5T 2|
contributions

113 —
— 116

30 29
2,930 3,160
17,281 20,300
913 913
10,073 10,024
1,190 1,393

FHEIER & 2019/20
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AR & M % E R M ()

13. Taxation

Notes to the Condensed Consolidated Financial Information (Continued)

13. 1\

For the six months ended
30 September
BEANA=THILAREAR

2019 2018
—E-hE ZT-N\F
(Unaudited) (Unaudited)
(RRBER) (REER)

HK$'000 HK$'000
THET FET

Current tax: BUEAFR 1A

Hong Kong &% — 29
Other jurisdictions H R A# R 1,818 224
1,818 253

Overprovision: WIE 2 A
Hong Kong BE (38) —
Other jurisdictions H iR E# R (40) —
(78) —
Taxation i1g 1,740 253

Hong Kong Profits Tax has been provided at the
rate of 8.25% (2018:16.5%) of the estimated
assessable profits for the first HK$2 million under
the two-tiered profits tax rates regime effective
on 1 April 2018.

Under the Law of the People’s Republic of China
(the “PRC” or “China”) on Enterprise Income Tax
(the “EIT"”) and Implementation Regulation of the
EIT Law, the tax rate of the PRC subsidiaries is
25% from 1 January 2008 onwards.

(ZGW EXTRAWELL PHARMACEUTICAL HOLDINGS LIMITED
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14.

15.

Notes to the Condensed Consolidated Financial Information (Continued)

E AR S M 1% E R M ()

Taxation (Continued)

Taxation arising in other jurisdictions is calculated
at the rates prevailing in the relevant jurisdictions.

Interim Dividends

The directors do not recommend the payment of
an interim dividend in respect of the six months
ended 30 September 2019 (six months ended 30
September 2018: 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$25,043,000 (2018:
HK$26,404,000) and 2,390,000,000 ordinary
shares in issue.

The calculation of the diluted earnings per share
is based on adjusted profit of HK$29,500,000
(2018: HK$30,160,000) for effective interest
expense on convertible bonds of HK$4,457,000
(2018: HK$3,756,000) and the weighted average
number of 3,290,000,000 ordinary shares
outstanding.

FHEIER & 2019/20
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Notes to the Condensed Consolidated Financial Information (Continued)

AR & M % E R M ()

16. Commitments 16. &IE
The Group had future aggregate minimum lease REBRBEDABHEKSSME
payable under non-cancellable operating lease Egir A Stz B ERERE
with respect to office premises rental as follows: NHESET|MT -
At At
30 September 31 March
2019 2019

R=-ZB-HAE R=ZZT—IF
hBA=+H =ZA=+—8H

(Unaudited) (Audited)
(REEERZ) (feEZ)
HK$’000 HK$'000
TET FHET
Not later than one year —F R 688 1,601
The Group’s operating lease commitment REER KEHEAERR
represents rental of its office with initial period of BAEHRE OB HR
three years. Rentals are fixed over the lease terms A=F PRHEANHANES
and none of the leases included contingent T AMERERERAM
rentals. & e
17. Connected and Related Party 17. BERBEBEIXRS
Transactions
In addition to the disclosures elsewhere in this Kk 2N b HA BY 15 & R H b E6
Interim Financial Information, the Group had the DIAREEIN REE_Z
following transactions with its related parties —NEALB=1+THILHHE -
during the period ended 30 September 2019: AREBBRHEBBABUATR
5
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Notes to the Condensed Consolidated Financial Information (Continued)

E AR S M 1% E R M ()

17. Connected and Related Party 17. BERBEEBELIRS
Transactions (Continued) (#&)
Compensation for key management personnel, TEEBAEBZHE(BRE
including amounts paid to the Company's MAATEEL M 2HE)
directors is as follows: (N

For the six months ended
30 September
BEALA=1+HLXER

2019 2018
—E-hE —T-—N\F
(Unaudited) (Unaudited)
(RBEZR) CREEZR)
HK$°000 HK$'000
FE T FET

Salaries, fees and other Fe HwEREMER

benefits 2,912 2,810
Retirement benefit scheme R RAE G &I R

contributions 18 18

2,930 2,828
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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 2019, 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)

eMIEZAFES
i

BE_T-NAFHLA=TH
IEHE ATRAFERER
Az FEEMER - K&
FHR BUTREBELEE
EERRNFEAEBZAEH
& BB E 2 G E R IR

28

As at 30 September 2019 (Unaudited)
RZZB-AFAA=1+HCREER)

Level 1 Level2 Level 3 Total
-/ FZH/K F=R BE
HK$'000 HK$'000 HK$'000 HK$'000
THExT FTHExT FTHET FTHER
Financial assets at fair ¥z 2 F{Ezt A
value through other  H b & mE Uz
comprehensive ([BDFE
income (“FVTOCI”) 3t A H
2EKED 2
TRMEE — — — —
Financial assets at BAFERTTA
FVTPL BRZeREE — 1,652 500,173 501,825
— 1,652 500,173 501,825

ﬁ(ﬁ EXTRAWELL PHARMACEUTICAL HOLDINGS LIMITED
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18.

Notes to the Condensed Consolidated Financial Information (Continued)

E AR S M 1% E R M ()

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.

FHEIER & 2019/20
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Notes to the Condensed Consolidated Financial Information (Continued)

18. Fair Value Measurement of 18. €T A A FEES
Financial Instruments (Continued) 2(#&)
The movements in fair value of investments in HARBEKESIREN AT
convertible bonds during the period are as BEHHI|WMOT :
follows:
HK$'000
FH T
At 1 April 2019 (Audited) RZE—-—NFHA—H
(e &%) 469,737
Fair value change recognised in REZEROQATEZH
profit or loss 30,436
At 30 September 2019 (Unaudited) RZT-NFALA=+H
( E1Z) 500,173

The directors consider that the carrying amounts
of financial assets and financial liabilities recorded
at amortised cost in the condensed consolidated
financial statements approximate their fair values.

19. Comparative Figures

Certain comparative figures have been reclassified
and restated in order to conform to the current
period presentation and to reflect the impact on
initial application of HKFRS 9 Financial Instruments
as disclosed in Note 2 to the 2019 Audited
Financial Statements.
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Management Discussion and Analysis
Business Review

Overall Performance

In the period under review, the global economy was
slowing down amid on-going trade war between China
and the US. The persistence of trade war with the US
weighed on the Chinese economy, which recorded its
weakest growth in almost three decades at 6% in the
third quarter, slower than that of 6.2% in the second
quarter of this year. Despite China’s slowing economic
growth, the favorable growth dynamics driven by factors
such as natural population growth and aging
population, accelerating urbanisation and the people’s
rising living standards accompanied by higher healthcare
demands, and the Chinese government’s increased
investment under the healthcare reforms have supported
the growth of the pharmaceutical industry. Following
last year's institutional reshuffle to the government
bodies, including the reorganisation of the drug
regulator, namely the National Medical Products
Administration, various policies have been promulgated
including adjustment of reimbursement drug list, issue
of key monitored drug list, and extension of centralised
drug procurement initiative to more cities and provinces,
with the aim of rationalising drug prices, promoting
market access of quality drugs, optimising the approval
process for new drug registration while encouraging
research and development of innovative drugs to meet
unmet medical demand. The pharmaceutical industry is
undergoing transformation toward high-quality and
innovation driven development alongside the deepening
of the healthcare reforms, which have created a
profound impact on the industry.
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During the six months period ended 30 September 2019
(the “2019 Interim Period"”), the Group's revenue was
about HK$40.7 million, representing a decrease of
about HK$4.4 million or 9.7% when compared to about
HK$45.0 million as reported in the six months period
ended 30 September 2018 (the “2018 Interim
Period”). The continuous improvement in performance
of the Group’s manufacturing segment of revenue
growth by about HK$3.5 million, partly outweighed the
negative impact in the Group’s revenue resulting from
temporary suspension of sales in China suffered by the
trading segment of imported pharmaceuticals as
reported in the 2019 Annual Report. An improvement in
gross profit and gross margin by the manufacturing
segment had contributed positively such that the Group
recorded an improved gross margin from 54.9% to
57.5%; whereas the gross profit decreased slightly from
about HK$24.7 million to about HK$23.4 million,
representing a decrease of about HK$1.3 million or 5.4%.

The Group's profit for the period was about HK$26.5
million in the 2019 Interim Period, representing a
decrease of about HK$0.1 million when compared to
the profit of about HK$26.6 million in the 2018 Interim
Period. Such decrease was mainly due to a large
reduction in selling and marketing expenses of about
HK$7.2 million, which reduced the negative impact of
decrease in gross profit of about HK$1.3 million, an
increase in impairment provision in receivables of about
HK$2.7 million and a decrease in fair value gain of the
Group's investments in convertible bonds of about
HK$2.9 million.
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Revenue and Operating Results

Manufactured Pharmaceutical Sector

In the period under review, the segment continued to
make progress in gaining market share through
developing market channels and strengthen its
foundation to drive revenue growth and profitability.
Segment revenue increased to about HK$40.7 million,
representing an increase of about HK$3.5 million or 9.3%
when compared to revenue of about HK$37.2 million in
the 2018 Interim Period. The increase reflected the
effective implementation of sound strategic initiatives,
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. In addition, the management remained
vigilant in controlling costs and improving production
efficiency which compensated rising labour and material
costs and achieved a slight increase in gross profit
margin by about 1.9%.

As a result of concerted efforts made by management
to continue focusing on the key initiatives to drive
revenue growth and profitability, segment profit
increased from about HK$0.4 million in the 2018 Interim
Period to about HK$7.0 million in the 2019 Interim
Period, representing an increase of about HK$6.6
million. Such increase was mainly the combination of
positive impact of increase in gross profit contribution
by about HK$2.6 million that accompanying with
increases in revenue and gross profit margin and a
write-back of provision for marketing and promotion
expenses of about HK$3.7 million upon adopting
effective marketing strategies and the initiatives to
control those budgeted costs and expenses.
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Although the implementation of strategic initiatives
have resulted in signs of improvement in operating
results, the stepping up healthcare reforms with more
frequent policies roll-out will post significant challenges
to the segment. The management will continue to work
on these key initiatives, promptly react to the
challenging market conditions and strive to achieve
sustainable performance.

Imported Pharmaceutical Sector

In the period under review, the segment continued to
be affected by the issues pertaining to temporary sales
suspension of the Group's imported products due to
manufacturing practices, in particular, the skin treatment
product which is the segment’s major revenue
contributor, since January 2019 as reported in the 2019
Annual Report. As a result, no revenue was generated in
the segment, which resulted in the loss of revenue and
gross profit contribution by about HK$7.8 million and
HK$4.0 million respectively when compared to the 2018
Interim Period.

Although there was a corresponding reduction of selling
and marketing expenses as well as operating expenses
by about HK$2.7 million and HK$0.3 million respectively,
the loss in gross profit contribution together with the
increase in impairment provision for trade and other
receivables of about HK$1.9 million aggravated the
segment loss to about HK$6.3 million, representing an
increase of about HK$3.0 million when compared to
loss of about HK$3.3 million in the 2018 Interim Period.
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Against this difficult situation, the Group has been
making persistent efforts with its business partners in
order to resolve the regulatory issues in the long term so
as to bring the imported products back to the China
market. Given that the performance and profitability of
the segment will be affected by the above unfavorable
factors, in light of the ever-increasingly competitive
landscape and pressure of regular operating expenses,
apart from deploying resources to work with its business
partners to rectify the issues, management has been
actively exploring other potential product opportunities
in order to restore the segment performance and
profitability.

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

Other Income and Other Gains and Losses, Net
Other income and other gains and losses, net were in
total a decrease of about HK$3.8 million, which mainly
came from the non-cash items resulted from a decrease
of about HK$2.9 million in fair value gain from the
Group's investments in convertible bonds, an increase in
impairment provision for receivables of about HK$2.7
million, and an increase in total of about HK$1.8 million
of bank interest income as well as loan and imputed
interest income from loan to and amount due from an
associate.
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Selling and Distribution Expenses

Selling and distribution expenses decreased by about
HK$7.2 million to HK$11.0 million as compared to
HK$18.2 million in the 2018 Interim Period. This was
mainly the result of no promotional expenses incurred in
the trading segment of imported pharmaceuticals when
compared to about HK$2.6 million recorded in the 2018
Interim Period and a write-back of provision for
marketing and promotion expenses of about HK$3.7
million in the manufacturing segment upon adopting
effective marketing strategies and the initiatives to
control budgeted costs and expenses.

Administrative Expenses

Administrative expenses slightly decreased by about
HK$0.3 million or 2.1% from HK$13.6 million in the
2018 Interim Period to about HK$13.3 million in the
2019 Interim Period. Such decrease was primarily due to
a decrease of professional and consultancy fees incurred
in the period under review.

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.
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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 2019, the Group had total cash and bank
balances (including pledged bank deposits of HK$21.3
million) of HK$152.7 million (31 March 2019: HK$169.9
million), representing a decrease by approximately
HK$17.2 million or 10.1%. Such decrease was mainly
due to provision of a shareholder’'s loan of about
HK$9.8 million to Smart Ascent Limited and the
extension the date of annual interest payment of
HK$25.0 million from investments in convertible bonds
until 28 July 2021.

The Group did not have bank borrowings as at 30
September 2019 (31 March 2019: HK$ Nil) but had
banking facilities on trade finance, which were
supported by the pledge of the Group’s fixed deposits
of about HK$21.3 million (31 March 2019: HK$21.0
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 2019 was 0.045 (31 March 2019: 0.041),
calculated based on the Group’s total assets of
HK$1,206.9 million (31 March 2019: HK$1,196.1
million) and total debts relating to convertible bonds of
about HK$54.1 March 2019: HK$49.6
million).

million (31
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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.

Outlook

Looking forward, the global economy continues to
present challenges and uncertainties amid trade tensions
between China and the US. However, it is expected that
the Chinese economy will continue to maintain an
overall stable development trend, which underpins the
deepening healthcare reform in 2019. And against the
backdrop of the Thirteenth Five-Year Plan (2016-2020)
and Healthy China 2030, the Chinese authorities have
stepped up its reform to rationalise drug price, tighten
control over drug quality and usage and foster market
competition. The accelerated speed and scale of new
policies rollout have posed significant challenges to the
pharmaceutical sector, and the Group will endeavor to
adopt flexible strategies in response to the market
changes.
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In light of the progress achieved in the manufacturing
segment, the Group will continue to focus on enhancing
its core competitiveness by advancing its production
technology thereby reinforcing the fundamentals for
development of quality products and executing the
strategic priorities to expand market share for its
manufactured products. The Group believes that
enhancement of production efficiency and
manufacturing capability will facilitate a more
sustainable growth in revenue and profitability in the
long term.

As to the trading segment of imported pharmaceuticals,
the suspension of sales and regular operating expenses
have affected the Group’s revenue and profitability,
however, the loss position will not have material adverse
impact on the Group'’s financial position, which remains
sound. In the meantime, the Group has been working
closely with its business partners in order to speed up
the rectification process and deploying resources to
exploit new products to improve the situation.

Further still, embraced with both challenges and
opportunities in China’s pharmaceutical market, the
Group will continue to stay focused in improving its
business performance and at the same time stay alert
for business opportunities which may diversify its
revenue stream.
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Employment and Remuneration Policy

As at 30 September 2019, the Group had 176
employees (30 September 2018: 179). Staff costs
(including directors’ emoluments) for the six months
ended 30 September 2019 amounted to approximately
HK$11.3 million (six months ended 30 September 2018:
approximately HK$11.4 million). The decrease was
mainly due to a reduction in headcount of the
manufacturing segment.

The Group remunerates its employees based on industry
practices. lts 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 2019, 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 2019, 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), and (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.1.5
(no dividend policy has been established). Details of
deviations as set forth in (i) to (v) and considered reasons
in relation thereof have been duly set out in the
corporate governance report contained in the 2019
annual report of the Company published in July 2019.

The Company will continue to review and monitor the

situation as stated above, and to improve the practices
as and when the circumstances demand.
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Changes in Information to Directors

Pursuant to Rule 13.51B(1) of the Listing Rules, the
changes in information of directors are set out below:

Mr. Cheng Yong's monthly salary has been revised from
HK$37,500 to HK$49,500 effective from 1 April 2019.
Since 1 July 2019, he has been appointed as the deputy
chief executive officer of the Company to provide
support in the execution of the Company’s plans and
strategies.

Ms. Wong Sau Kuen'’s monthly salary has been revised
from HK$60,500 to HK$65,500 effective from 1 April
2019.

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 2019, 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
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shares of Approximate
Capacity and nature of HK$0.01 percentage of
Name of director interest each held interests held
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0.0187T 2 Fifs 2 R
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Cheng Yong Directly beneficially owned 830,000 0.03%
] HEERMEAR
Through a controlled 1,060,000 0.05%
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Note:

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 2019, 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.

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

Debentures

At 30 September 2019, the following interests and short ~ # —
positions of 5% or more of the shares and underlying AR RIIZRF 5 K HE 1565336
shares of the Company were recorded in the register
required to be kept by the Company pursuant to Section

FERREEMALTREK
7 HERGREERZ
BERAR

E-NAFAA=1+H RE

BATREZELMARLE &
LA AR E D K ARRE (D 5%

336 of the SFO: HA FEERARZ AL
Number of
ordinary Long (L) or  Approximate
Name of substantial Capacity and shares held/  Short (S) percentage of
shareholder nature of interest entitled position interest held
i
BREEEAEZz HAOLZ Fris R
FTERRER SHORERMEE TBERHE KA BMABD L
Innovative Directly beneficially  1,357,510,000 L 56.80%
Pharmaceutical owned
Biotech Limited
(“Innovative
Pharm”) (Note)
EMBEENEY HEERWESR
B BR QA
(TEmBE])
(M EE)
Directly beneficially 1,357,510,000 S 56.80%
owned
HEERWESR
Dr. Mao Yumin Directly beneficially  1,368,020,000 L 57.23%

("Dr. Mao") (Note)
EHMREE T
([EBL)) ()

owned

EEEEESR

FHEIER & 2019/20
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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
2019, 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.

On 23 June 2019, Innovative Pharm and Dr. Mao entered into a
sale and purchase agreement to dispose its interest in
1,357,510,000 shares of the Company as disclosed above. The

disposal was completed on 8 October 2019.

Save as disclosed above, as at 30 September 2019, 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 2019, the
Company and its subsidiaries did not purchase, redeem
or sell any of the Company'’s listed securities.

EXTRAWELL PHARMACEUTICAL HOLDINGS LIMITED
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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 2019, 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 2019.

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 2019
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Corporate Information

RAEH

Board of Directors

(As at the date of this interim report on
29 November 2019)

Executive Directors

Dr. XIE Yi (Chairman and Chief Executive Officer)
Mr. CHENG Yong (Deputy Chief Executive Officer)
Dr. LOU Yi

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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Corporate Information (Continued)

Joint Company Secretaries

Mr. LIU Kwok Wah
Ms. WONG Sau Kuen

Hong Kong Legal Advisers

Chiu & Partners Solicitors

Independent Auditor

Elite Partners CPA 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

Principal Share Registrar and Transfer
Office

Conyers Corporate Services (Bermuda) Limited
Clarendon House

2 Church Street

Hamilton HM 11

Bermuda
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Corporate Information (Continued)

REEH (&’

Hong Kong Branch Share Registrarand RHOBFEREETBIE
Transfer Office

Tricor Tengis Limited SEEEBEAREAT

Level 54, Hopewell Centre BB

183 Queen’s Road East JE T

Wanchai 2R ANBR1835

Hong Kong & T L 541E

Website 485

http://www.extrawell.com.hk http://Awww.extrawell.com.hk
Stock Code B% 12 X 5%

The Stock Exchange of Hong Kong Limited: 00858 EBHARZFAAR A A : 00858
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