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Corporate Information

REGISTERED OFFICE
Clifton House

75 Fort Street

P.O. Box 1350

Grand Cayman

KY1-1108

Cayman Islands

HEADQUARTERS AND PRINCIPAL PLACE OF BUSINESS

IN THE PRC

Room 109, Building 14
No. 818, Qiming Road
Yinzhou District

Ningbo

Zhejiang Province 315100
PRC

PRINCIPAL PLACE OF BUSINESS IN HONG KONG
Suites 1203—4

12/F., Li Po Chun Chambers

189 Des Voeux Road Central

Hong Kong

AUDITOR
BDO Limited

LEGAL ADVISORS
Stephenson Harwood (Hong Kong)
Jincheng Tongda & Neal (China)
Estera Trust (Cayman Islands)

PRINCIPAL BANKERS

Agricultural Bank of China Limited

Bank of China Limited

China Construction Bank Corporation Limited
Industrial Bank Co., Ltd.

Fubon Bank (Hong Kong) Limited

DBS Bank (Hong Kong) Limited

Standard Chartered Bank (Hong Kong) Limited
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PRINCIPAL SHARE REGISTRAR AND TRANSFER OFFICE

Estera Trust (Cayman) Limited
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Clifton House

75 Fort Street

Grand Cayman

KY1-1108

Cayman Islands

HONG KONG SHARE REGISTRAR
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Financial Highlights

BE-Z2—-XE HEZ—1#%
~NA=+HIE ANAZ=Zt+A8HIE
AE A 7~ 1E A 25
Six months Six months
ended ended
30 June 2016 30 June 2015 Change
XE(TxER: Results (US$'000):
WA Revenue 49,269 48,199 2.2%
EM Gross profit 28,991 24,007 20.8%
182 m ) Profit from operations 7,822 7,345 6.5%
B P45 B0 A1 VA Profit before income tax 7133 7,039 1.3%
ZN/NECTE S DN ] Profit attributable to owners
of the Company 5,371 6,143 -12.6%
BEFlgERD: Profitability:
E M= Gross profit margin 58.8% 49.8% 9.0%
0 ) & Net profit margin 10.9% 12.8% -1.9%
TR E RN EF Basic earnings per share
(=D (US cents) 1.3 1.5 -0.2
—E-KF —E—RF
ARA=E+H +ZA=+—H
30 June 31 December
2016 2015
MM R(FER) : Financial Position (US$'000):
BEE Total assets 237,553 218,286 8.8%
RARHEEANEMLER Equity attributable to owners
of the Company 100,268 101,447 -1.2%
mefml Total liabilities 137,285 116,839 17.5%
BEHEMEBITER Pledged bank deposits 33,884 23,832 42.2%
BeMREEEY Cash and cash equivalents 17,910 18,976 -5.6%
REBEESRR: Liquidity:
B R (1) Current ratio (times) 1.0 1.0 —
FEEERE R Net debt-to-equity ratio* 51.5% 46.5% 5.0%
* Net debt-to-equity ratio = (Borrowings — pledged bank deposits — cash and cash equivalents)/Total equity

* FRBRSLE=-(EE-BERROER-ReLRESEY) HEE
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Management Discussion and Analysis
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Lansen Pharmaceutical Holdings Limited (the “Company”) and its
subsidiaries (hereafter collectively known as “Lansen” or the “Group”)
primarily engage in the production and sale of pharmaceutical products,
medical cosmetics and plant extract and healthcare products. The
Group's products are principally being sold in the market of the People’s
Republic of China (the “PRC").

After a challenging year of 2015, Lansen continued to maintain its
momentum towards aggressive and steady development. In 2016,
Lansen moved forward into its 15th year. Under its new organisational
structure, Lansen will continue to undertake new ideas, pursue an open
corporate culture, develop a professional platform, provide effective
services, and make an all-out effort to promote the establishment of a
sound operating environment.

Business Review

The Group recorded a revenue of approximately US$49.3 million (30 June
2015: US$48.2 million) for the six months ended 30 June 2016,
representing an increase of 2.2% over the corresponding period last year.
Profit for the period was approximately US$5.4 million (30 June 2015:
US$6.1 million), representing a decrease of 12.6% over the corresponding
period last year. It was mainly because: (1) Ningbo Liwah Plant Extraction
Technology Limited (“Liwah Plant Extract”), a wholly-owned subsidiary of
the Group, was certified as a new high technology enterprise in the PRC
in 2015, which enjoyed a preferential EIT rate of 15% and part of its tax
paid for the year 2014 was returned in 2015, resulting in a lower effective
tax rate for the first half of 2015 than that for the first half of 2016; (2)
Renminbi depreciated by around 6% against US dollars in the first half of
2016 as compared to the corresponding period last year.

The revenue of the pharmaceuticals segment increased by 5.6% over
the corresponding period last year, while this segment’s profit increased
by 10.2%. Lansen’s three core pharmaceutical products (Pafulin,
mycophenolate mofetil dispersible tablets and leflunomide tablets)
recorded a total revenue of approximately US$24.7 million (30 June
2015: approximately US$23.0 million), representing an increase of 7.4%
over the corresponding period last year. Revenue from Pafulin continued
to grow, representing an increase of 6.4% over the corresponding
period last year (30 June 2016: approximately US$20.9 million; 30 June
2015: approximately US$19.7 million). Revenue from mycophenolate
mofetil dispersible tablets, an exclusive distribution agency product, rose
by 35.4% over the corresponding period last year (30 June 2016:
approximately US$2.6 million; 30 June 2015: approximately US$1.9
million), mainly due to temporary short supply by the manufacturer
during the corresponding period last year. Revenue from leflunomide
tablets fell by 16.1% over the corresponding period last year (30 June
2016: approximately US$1.2 million; 30 June 2015: approximately
US$1.4 million), mainly because that new products were being launched
and promoted to replace old products.
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Management Discussion and Analysis

The revenue of the medical cosmetics products segment increased by
244.1% over the corresponding period last year, while this segment’s
profit increased by 581.6%. Such significant increases were mainly
because the sales of Fillderm collagen injections, a new product,
commenced during the period, while Kefumei and Yuze products both
experienced substantial growth over the corresponding period last year.

The Group increased its capital contribution to Haotian Holdings Limited
("Haotian”, together with its subsidiaries, “Haotian Group”) to jointly
develop healthcare business using Haotian as a platform. As a result of
the adjustment to product mix and production capacity, the revenue of
the health products segment (including plant extract and healthcare
products) for the first half of the year decreased by 60.0% and its profit
dropped by 74.8% over the corresponding period last year. Both our
core operations and customers were in the process of recovery.

The performance of Zhejiang Starry Pharmaceutical Co., Ltd. (“Starry”),
an associate of the Group, improved. However, due to Starry’s
successful listing on the Shanghai Stock Exchange on 9 March 2016, the
Group's equity interest in Starry was diluted from 21.5% to 16.1%.
During the period, profit after taxation of the associate attributable to
the Group decreased by 20.9% over the corresponding period last year
(30 June 2016: US$1.1 million; 30 June 2015: US$1.3 million).

Steady development of the pharmaceutical industry and
successive introduction of policies to drive changes in the
industry

Statistics show that in the first half of 2016, the PRC pharmaceutical
market operated smoothly. Statistics show that the revenue and total
profit of the PRC pharmaceutical manufacturing industry for the first five
months of 2016 were RMB1,040 billion and RMB108 billion,
respectively, representing year-on-year increases of 10.3% and 15.2%,
respectively, compared to 8.9% and 11.5%, respectively, for the same
period of 2015. The growth rates of revenue and net profit both slightly
picked up. Pafulin, the largest key product of Lansen, recorded a
revenue of RMB136.9 million in the first half of 2016 (30 June 2015:
RMB120.6 million), representing an increase of 13.5%.

Since the beginning of this year, the State Council, the National Health
and Family Planning Commission, the State Administration of Traditional
Chinese Medicine and China Food and Drug Administration have
successively promulgated a number of policies and regulations. The
consecutive announcement of significant policies and regulations
including the Announcement of China Food and Drug Administration on
the Proposal for Reform of Registration and Classification of Chemical

BA A B ZLim fE A R A &) Lansen Pharmaceutical Holdings Limited 7
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Drugs (2016 No. 51) (BB R B ML BRI Mo BRETES R
B A 45 ), the Opinions of the General Office of the State Council on
Conducting the Assessment of Consistency of Quality and Efficacy of
Generic Drugs (B 7% Bt it 2 B2 B8 70 R 7 &Y %5 G B8 T 30— B AT
& B & K), the Announcement on Matters regarding Cancellation of
Traditional Chinese Medicine Production Quality Management
Regulation and Certification (2016 No. 72) (B FABUE R 25 51 4 & &
EHREREFABEEENAE) and the Announcement of China Food
and Drug Administration on the Application for Registration for Self-
examination of Good Clinical Practice Data (2016 No. 81) (42 /= 8§ 7 &%
MEERFABREN BEZEFMBF BRI L E), the Circular of the
General Office of the State Council on Key Tasks for the Year 2016 for
Deepening Medical and Health System Reform (Guo Ban Fa (2016) No.
26) (BB ABENEE R BEFERH N E2016FEHT
YR HY3B %0), the Guiding Opinions of the General Office of the State
Council on Promoting Healthy Development of the Pharmaceutical
Industry (BB AEEFAN R EBEEXRERERNIEEER) and
the Announcement of China Food and Drug Administration on
Rectifying lllegal Operating Activities in Pharmaceuticals Distribution
(2016 No. 94) (RN B A E RN BERE ZRETRORSE),
as well as the implementation of the “two-invoices” system and the
transition from business tax to value-added tax as announced by the
State Council, are gradually changing the structure of the PRC
pharmaceutical market.

It can be seen that rectifications in the industry have gradually expanded
from the pharmaceuticals area into the areas of medical devices,
pharmaceutical distribution and traditional Chinese medicines. Hit hard
by various policies, the development of the pharmaceutical industry may
become restricted in the short term. In the long run, however, strict
government controls will phase out low quality products in the market
over time. As the industry enters a “shuffling” phase, leading
enterprises in various segments will benefit from the rectifications in
their respective segments.

Against the background of industry reform, management continues to
be optimistic about the development of the PRC pharmaceutical market
and will take active coping measures and increase investment in order to
ensure that the Company will maintain its leading market position in the
rheumatology and autoimmune segment.
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Management Discussion and Analysis

Accelerating tiered medical services and expanding the chronic
disease market

The establishment of a tiered medical services system is key to the PRC
medical system reform, and also essential to the achievement of
reasonable allocation of medical resources. The chronic disease area and
big data for medical services will receive more attention with the
advance of tiered medical services and more medical resources being
allocated to lower levels. As patients with ordinary frequently recurring
diseases and chronic diseases gradually resort to grassroots hospitals in
the future, such hospitals will achieve substantial expansion in their
share of the pharmaceutical market. With continuous improvement in
tiered medical services through Internet and big data for medical
services, a number of vertical segments including chronic disease
management, remote diagnosis and wearable devices have a promising
long-term outlook, and outstanding medical information providers,
internet enterprises and mobile medical institutions will distinguish
themselves in the future.

The establishment of a tiered medical services system is of uppermost
priority for the PRC medical system reform, and also essential to the
achievement of reasonable allocation of medical resources.
Management believes that the progressive advance of public hospital
reform and tiered medical services will bring more opportunities and
better market penetration to the pharmaceutical market as a whole
and the rheumatology, autoimmune and chronic disease area where
the Group mainly operates. The Group will follow the State policies
and regulations on a timely basis, and continue to maintain the
Group's leading position in this area. It will take this opportunity to
establish an e-commerce platform for its medical products and
leverage the Group’s marketing advantages and long-term experience
in patient education in the rheumatic specialty area to build a close
mobile medical service circle in the rheumatic specialty area.

Vast market potential in the anti-ageing and medical cosmetics
area

With the growth of per capita income of residents, consumption
upgrade and the change of consumption habits, the market size of the
cosmetics industry is rapidly expanding. China has become one of the
fastest-growing markets in the world, and also the world’s third largest
cosmetics market, following only the United States and Japan. It is
expected that the PRC anti-ageing market will exceed RMB40 billion in
size and grow at a compound annual growth rate of over 15% by mid-
2016.

BA A B ZLim fE A R A &) Lansen Pharmaceutical Holdings Limited 9
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Competition in the medical cosmetics market will further intensify. Large
chains, regional leaders and small cosmetics clinics will coexist to
provide differentiated services. Medical technology tends to become
subtler and safer. Micro-plastic surgery will record rapid growth and
related products and services have shown a trend of lower prices and
higher usage frequency. The consumer base of medical cosmetics will be
further expanded as middle-age and elderly people require more anti-
ageing products and services.

The Group’s medical cosmetics product line includes a number of
distribution agency products such as Fillderm collagen injection, Comfy
human-like collagen dressing mask and Yuze skin barrier repair lotion. As a
high-end product in the beauty injection segment of the micro-plastic
surgery market, the Group’s Fillderm collagen injection has filled the gap in
the anti-ageing facial cosmetics market in the PRC for its characteristics of
specialty, safety, effectiveness, comfort and naturalness, and will hopefully
provide more sources of income to the Group. Formal products, legitimate
institutions and practicing doctors are three factors that are fundamental to
Fillderm'’s licensing strategy, and have also demonstrated the brand'’s
fulfilment of social responsibilities to promote the orderly development of
the medical cosmetics market. The Group has commenced entering into
agreements with top domestic medical cosmetics institutions in relation to
the licensing of the Fillderm brand. At the same time, brand development
work is also well underway. The increase in brand and product recognition,
in-depth market education and communications, academic discussion
among medical professionals and training for dedicated sales teams, are all
laying a solid foundation for the healthy development of Fillderm.

Rapid development of the all-round healthcare industry and rise
of the plant extract market

Statistics show that the plant extract industry has become one of the
fastest growing industries in the PRC, with an annual growth rate of
over 15%. Exported plant extracts even showed a trend of increase in
both sales volume and selling price. The regulatory authorities in the
PRC are also speeding up the perfection of the plant extract standard
system in order to regulate and clean the plant extract industry and
market environment using the good manufacturing practice. In the
future, the plant extract industry will become more compliant and
centralised, and multiple factors will contribute to the increase in the
overall size of the all-round healthcare industry.

In order to enhance the core competitiveness of the Group in the PRC
plant extract and healthcare products area, on 24 March 2016 the
Group announced further capital contribution to Haotian to jointly
develop plant extract and healthcare product business using Haotian as
a platform. Yangling Dailyhealth Bio-Engineering Technology Company
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Limited (“Yangling Dailyhealth”) and Xian Haotian Bio-engineering
Technology Company Limited (“Xian Haotian’), being subsidiaries of
Haotian in the PRC, are principally engaged in the production and sale
of plant extracts as ingredients for healthcare products.

The Group will shift from relying on customers’ standards only to
combining national (industry) statutory standards and custom-made
standards for customers, focusing on quality and improving technical
capability. As for the sales of bulk pharmaceuticals, the Group will strive
to develop business for a wider range of products and increase its profit
by focusing on custom-made products to develop a portfolio of bulk
pharmaceutical products and business. The Group will make full use of
its advantages in production capacity and cost by setting sales targets
based on production, preventing and controlling risks and conducting its
business in an orderly manner and in accordance with capacity and
qualification requirements. It actively conducted the design and
production of Quality Standard products, completed reporting for its
healthcare food and commenced production of such food. It also
accelerated its consolidation with Haotian and enhanced marketing
efforts in order to expand its production capacity and enhance its
strengths.

Fruitful research and development will effectively complement
the Company's product line for rheumatology and autoimmune
specialty pharmaceuticals

Ningbo Liwah Pharmaceutical Company Limited (“Ningbo Liwah"), a
wholly-owned subsidiary of the Group, is a national high-tech
enterprise. Its research and development platform was accredited as a
Provincial Enterprise Institute of Zhejiang Province and a Provincial Hi-
tech Enterprise Research and Development Centre of Zhejiang Province,
and its rheumatology specialty pharmaceuticals R&D team was awarded
jointly by the Science and Technology Bureau of Ningbo and the Finance
Bureau of Ningbo the title of “2014 Science and Technology Innovation
Team of Ningbo City”. In 2016, it received the Third Prize of Science and
Technology Award of Zhejiang Province for the Year 2015, and the First
Prize of Science and Technology Progress Award of Ningbo City for the
Year 2015, and undertook the technical upgrading and industrialisation
project for old traditional Chinese medicine including Qi Xue Kang Oral
Solution (R I A ARAR), a key industrial project in Ningbo City. Ningbo
Liwah has obtained a total of 55 licensed patents.

Leveraging on its national high-tech enterprise qualification, provincial
high-tech enterprise research and development centre in Zhejiang
Province and municipal engineering and technology centre, the R&D
team of Liwah Plant Extract, a wholly-owned subsidiary of the Group,
strived to achieve the goal of mastering “plant extraction core

BA A B ZLim fE A R A &) Lansen Pharmaceutical Holdings Limited 11
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technology” to facilitate technology innovation and new breakthroughs
for the Company’s new products, new technologies and new processes.
It also actively applied for intellectual property rights registration for its
self-developed scientific research results and has been recognised as a
Patent Model Enterprise of Zhejiang Province. The work in relation to
compliance with intellectual property rights standards is also well
underway.

Successful Listing of Starry

On 9 March 2016, Starry, an associate of the Group, was successfully
listed on the Shanghai Stock Exchange with stock code of 603520 and
at opening price of RMB12.15. Its market price as at the date of this
report has exceeded RMB49 per share.

Starry is a leading enterprise for the production of active ingredient used
in X-CT non-ionic contrast agent, and its production and sales volume
of active ingredient used in iohexol ranks first in China. Upon the listing
of Starry, approximately 16.1% of the total issued share capital of Starry
was indirectly held by the Company. The Group guarantees that it will
not sell any of Starry’s shares within one year from the date of its listing.

Outlook

The PRC economy is at a stage of structural adjustment, and the L-type
trend has taken shape. Although there is an apparent trend of slowing
growth for the pharmaceutical industry in the short term as a result of
the coordinated reforms in the pharmaceuticals, medical insurance and
medical services areas, in the long term, however, the following will be
the key drivers for the steady growth of demand in the pharmaceutical
market: accelerating ageing population, growing purchasing power of
residents and improving health awareness, all of which remain
unchanged. The pharmaceutical industry is expected to maintain steady
growth in the coming years.

China’s 13th Five-Year Development Plan for the pharmaceutical
industry has received full attention in the industry. Among the ten key
objectives specified in the 13th Five-Year Development Plan, maintaining
economic growth, transformation of the pattern of economic
development, adjusting and optimising industrial structure, facilitating
innovation-driven development, advancing ecological progress, and
ensuring and improving people’s well being, are all closely related to the
pharmaceutical industry. It is not only the dream of the pharmaceutical
industry that China becomes a generally healthy nation, but also the
emerging development strategy of the nation.
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There are unprecedented opportunities in the huge healthcare market.
However, in the “new normal” economy, only those innovative
enterprises can adapt to the times and capitalise on opportunities. The
Group will keep abreast of national policies and regulations. With the
support of the “all-round immunity and all-round healthcare” strategy,
Lansen is set to focus on its field of strength of rheumatology and
autoimmunity and actively promote our rapid development in the
dermatology, medical cosmetics, clinical diagnostic and health product
areas, while attempting to seek faster growth and greater development
by means of multiple product lines.

Financial Review

Revenue

For the six months ended 30 June 2016, the Group recorded a revenue
of US$49.3 million (30 June 2015: US$48.2 million), representing an
increase of 2.2% over the corresponding period last year. For the six
months ended 30 June 2016, revenue from pharmaceuticals amounted
to US$29.5 million (30 June 2015: US$28.0 million), representing an
increase of 5.6% over the corresponding period last year. Revenue from
medical cosmetics products amounted to US$13.2 million (30 June
2015: US$3.8 million), representing an increase of 244.1% over the
corresponding period last year. Revenue from health products (including
plant extract and healthcare products) amounted to US$6.6 million (30
June 2015: US$16.4 million), representing a decrease of 60.0% over the
corresponding period last year.

The three core specialty pharmaceutical products (Pafulin,
mycophenolate mofetil dispersible tablets and leflunomide tablets)
recorded a total revenue of approximately US$24.7 million (30 June
2015: approximately US$23.0 million), representing an increase of 7.4%
over the corresponding period last year, of which revenue from Pafulin
increased by 6.4%, revenue from mycophenolate mofetil dispersible
tablets increased by 35.4%, and revenue from leflunomide tablets
decreased by 16.1% as compared to the corresponding period last year.
The three core products represented approximately 50.1% of the total
revenue of the Group.
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Gross Profit

For the six months ended 30 June 2016, the Group recorded a gross
profit of US$29.0 million (30 June 2015: US$24.0 million), representing
an increase of 20.8% over the corresponding period last year.

For the six months ended 30 June 2016, the overall gross profit margin
of the Group was 58.8% (30 June 2015: 49.8%), representing an
increase of 9.0% as compared to the corresponding period last year. The
increase in overall gross profit margin as compared to last year was
mainly attributable to the changes in product sales mix. The sales
proportion of healthcare products, which have lower gross profit
margins, to the total revenue decreased from 34.0% in the first half of
2015 to 13.3% in the first half of 2016.

Selling and Distribution Expenses

For the six months ended 30 June 2016, the selling and distribution
expenses of the Group increased by 14.8% to US$14.5 million from
US$12.6 million in the corresponding period last year. As a result of the
promotion of new products during the period, the proportion of the
selling and distribution expenses of the Group to the total revenue of
the Group increased by 3.2% to 29.3% from 26.1% in the
corresponding period last year.

Management believed the marketing model and academic promotional
advantages of specialty pharmaceuticals are the key factors in
maintaining its leading market position. The Group endeavoured to
enhance market recognition of its specialty pharmaceutical products and
actively carried out patient education activities. By organising academic
conferences across China, doctors and patients were able to have a
better understanding of the pharmacology, efficacy and benefits of
these products.

Finance Costs
For the six months ended 30 June 2016, finance costs of the Group
decreased by US$56K.

Profit Attributable to Owners of the Company

The profit attributable to owners of the Company for the six months
ended 30 June 2016 amounted to US$5.4 million, representing a
decrease of 12.6% or US$0.8 million from US$6.1 million in the same
period last year.
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Liquidity, Financial Resources and Capital Structure

The Group primarily finances its working capital and other capital
requirements by net cash generated from operating activities and
resorts to external financing including both long-term and short-term
bank borrowings from time to time when the operating cash flow is
insufficient to meet capital requirements.

As at 30 June 2016, net current assets and current ratio of the Group
were approximately US$0.2 million (31 December 2015: current assets of
US$2.6 million) and 1.0 (31 December 2015: 1.0), respectively.

As at 30 June 2016, the Group's cash and cash equivalents amounted to
US$17.9 million (31 December 2015: US$19.0 million). As at 30 June
2016, the Group had pledged bank deposits of US$33.9 million (31
December 2015: US$23.8 million) to secure bank borrowings.

The Group's borrowings as at 30 June 2016 amounted to US$103.4
million (31 December 2015: US$90.0 million), which were fully repayable
within 1 year (31 December 2015: US$88.9 million were repayable
within 1 year). As at 30 June 2016, the Group’s net debt-to-equity ratio
was 51.5% (31 December 2015: 46.5%), calculated by net debt at the
end of the period over total equity.

The exposure of the Group’s transactional currency to foreign currency
risk was minimal as the majority of the financial assets and liabilities held
by the subsidiaries of the Group are denominated in the respective
functional currency of the subsidiaries. The Group currently does not
have any foreign currency hedging policy. However, management
closely monitors foreign exchange exposure and would consider
hedging foreign currency exposure when necessary.

Charges on Assets

As at 30 June 2016, certain bank deposits and bill receivables in an
aggregate carrying amount of US$38.8 million (31 December 2015:
US$29.1 million) were pledged to secure banking facilities and bank
borrowings.

Capital Commitment

As at 30 June 2016, the Group's capital expenditure contracted but not
provided for amounted to US$4.6 million (31 December 2015: US$11.9
million).

BA A B ZLim fE A R A &) Lansen Pharmaceutical Holdings Limited 15
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Contingent Liabilities

On 6 July 2015, the Company announced that according to an
announcement published by the holding company of Shenzhen
Neptunus Pharmaceutical Company Limited (the “Claimant”), the
Claimant, as the Plaintiff, has initiated legal proceedings (the “Litigation”)
against Ningbo Liwah, the Company’s subsidiary. On 24 August 2015,
Ningbo Liwah received the writ in relation to the Litigation. On 15
October 2015, Ningbo Liwah and the Claimant exchanged evidences in
the preliminary stage. In the Litigation, the Claimant alleged that it had
suffered certain losses due to the use of ginkgo extract supplied by
Ningbo Liwah in Claimant’s products. The Claimant is therefore seeking
damages of approximately RMB70 million (approximately US$10.7 million
as at 30 June 2016) from Ningbo Liwah, as well as relevant legal fees.
The Group has sought preliminary opinion on the Litigation from its legal
counsel in the PRC, who, based on the information available as of the
date of the interim financial statements, is of the opinion that the
amount claimed by the Claimant is highly disputable. However, as the
Group is not able to reliably assess the amount of provision, the Group
has not made any provision against this Litigation. The Company will, in
accordance with the applicable laws, make every effort to protect its
interests and its shareholders’ interests, actively respond to the case and
defend its position vigorously. The Company will closely monitor the
development of this matter and make further announcements if and
when there are any significant developments in relation to it.

Material Acquisitions and Disposals

On 24 March 2016, Lansen Pharmaceutical Holdings Limited which was
incorporated in the British Virgin Islands (“Lansen BVI”), a wholly and
directly owned subsidiary of the Company, entered into the subscription
agreement with Haotian, pursuant to which Lansen BVI agrees to
subscribe for the shares in Haotian. In connection with the subscription
agreement, Lansen BVI, Cathay International Biotechnology and
Pharmaceutical (China) Limited (“Cl Biotechnology”) and Haotian also
entered into the shareholders’ agreement on 24 March 2016, in relation
to the management of Haotian and the rights of Lansen BVI and Cl
Biotechnology as shareholders to Haotian. Haotian is an investment
holding company and indirectly wholly owns Yangling Dailyhealth and
Xian Haotian, both of which are incorporated in the PRC. Yangling
Dailyhealth and Xian Haotian are primarily engaged in the production
and sale of plant extracts as ingredients for health products. On 24
March 2016, Lansen BVI subscribed for 19.1% equity interest of the
enlarged issued share capital of Haotian at a consideration of RMB33.0
million (approximately US$5.0 million) of which RMB28.0 million would
be settled in cash and RMB5.0 million by way of transfer of the entire
issued share capital of Natural Dailyhealth Tech Limited. On 29 March
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2016, Haotian issued the shares in relation to the initial subscription of
19.1% equity interest to Lansen BVI. As at 30 June 2016, Lansen BVI had
fully settled the consideration for the initial subscription. Lansen BVI's
subscription of additional 13.5% equity interest in Haotian as enlarged
by such subscription at a consideration of RMB26.92 million was
approved at its extraordinary general meeting held on 13 July 2016. On
14 July 2016, Haotian issued the shares in relation to the subscription of
additional 13.5% equity interest in Haotian as enlarged by such
subscription to Lansen BVI. Haotian agreed that the consideration for
the additional subscription made by Lansen BVI would be fully settled
not later than 30 September 2016.

Loss from Flood

Certain inventories of Ningbo Liwah and Liwah Plant Extract were
damaged in the flood caused by a rainstorm in Ningbo in September
2015, and the damaged inventories of US$4.3 million were written off as a
result for the year 2015. Ningbo Liwah and Liwah Plant Extract submitted
an insurance claim to the insurance company concerned according to the
relevant insurance policies. However, there has been an unreasonable
delay in the claim processing by the insurance company concerned.
Ningbo Liwah and Liwah Plant Extract initiated legal proceedings to speed
up the enforcement of the payment of their claims under the relevant
insurance policies. Two hearings were held on 26 April 2016 and 28 June
2016, respectively, for Ningbo Liwah, Liwah Plant Extract and the
insurance company. The Company will endeavour to safeguard the
interests of the Company and its shareholders in accordance with
applicable laws. The Company will keep a close eye on the developments
of such matter and will make further announcement on any material
developments as and when appropriate. According to the accounting
principles, the claims under the insurance policies have not been
recognised as other income.

Human Resources

The Group had over 820 employees as at 30 June 2016. Staff
remuneration of the Group, including salary, allowances, medical
insurance and provident fund, is determined with reference to individual
performance, professional qualifications, experience in the industry and
relevant market trends.

Salaries of employees have been maintained at a competitive level and
are reviewed annually, with close reference to the relevant labour
market and economic condition. The Group provides career
advancement training in the form of internal courses and workshops for
the staff and encourages the staff to participate in training programmes
related to the Group’s business.

PR A BE B ir I R /A &) Lansen Pharmaceutical Holdings Limited 1 7




H &

Other Information

EERBEITRAERERS - HER
DREEZEZREZNRAXE

RZT—RFANA=1TH EFREBEAR
ARE R EBBEE 2B - RN RE
RETHEECHERARAREEZ M MEK
I (58 5 R BRG] ]) £3521R AlF B 2 B&
MAzEDRRAE IREBELHETAES
ETEFRINBRETACNGARALE
B ERZZ AR NE (B AT 2w FoK
BN

RARBEBBRFRHBZER

Directors’ and Chief Executive’s Interests and Short
Positions in Shares, Underlying Shares and

Debentures

At 30 June 2016, the interests and short positions of the Directors and
their associates in the shares, underlying shares and debentures of the
Company and its associated corporations, as recorded in the register
maintained by the Company pursuant to Section 352 of the Securities
and Futures Ordinance (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 for Securities Transactions by
Directors of Listed Issuers, were as follows:

Long positions in ordinary shares of the Company:

RECRT (LELQASHT

EENE 55 ZEKRHAE RA&AzEZ L

Percentage of

Number of the issued share

issued ordinary capital of the

Name of Director Capacity shares held Company

FEELL EmEAA 500,000 0.12%
Mr. Lee Jin Yi Beneficial owner (57 R)
(Long position)

Stephen Burnau Hunt %t 4 EmEAA 100,000 0.02%
Mr. Stephen Burnau Hunt Beneficial owner (HFE)
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(Long position)

Save as disclosed above, none of the Directors, Chief Executive nor their
associates had any interests or short positions in any shares, underlying
shares or debentures of the Company or any of its associated
corporations as at 30 June 2016 which 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 for
Securities Transactions by Directors of Listed Issuers.
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Directors’ Share Options in Cathay International

Holdings Limited

Cathay International Holdings Limited (“CIH"), the Company’s ultimate
holding company, operates share option plan for the purpose of
aligning the interests of executives and employees with those of
shareholders of CIH and to enable the development of CIH and its
subsidiaries’ business by attracting, retaining and motivating personnel
with appropriate skills. Mr. Lee Jin Yi, Mr. Tang Jun, Ms. Liu Xuezi, Ms.
Yip Pui Ling Rebecca and Ms. Tao Fang Fang, the directors of the
Company, were granted the share options in the capacity as employees
of CIH. The share option plan of CIH was adopted on 3 June 2010 and
unless otherwise cancelled or amended, will remain in force for 10 years
from that date.

Details of the share options granted to the Company’s directors to
subscribe for shares in CIH were as follows:

BREHE
Number of share options
R=ZZ—XF R=ZB-—XE BRE AR
ESnR —HB—8H LA AA=Z+H BHEBH BRETEDE TEE
At Lapsed At Date of Exercise price
1 January during the 30 June grant of Exercise period of of share
Name of Director 2016 period 2016 share options share options options
(Mt £ a) (£ 1)
(note a) (pence)
FEBEEE 2,300,000 — 2,300,000 —E—=—FMA=H —T-hFEWA=REZE 29.88
Mr. Lee Jin Yi —T—tHFMAZ=H
3 April 2012 3 April 2015 to 2 April 2017
2,000,000 (2,000,000) — ZT—=F=A=t+tHB ZT-—R"F=ZA=++tAZE 32.55
—E-N\F=ZA=+~H
27 March 2013 27 March 2016 to 26 March 2018
4,142,353 — 4,142,353 —ZE— MM A —H —E-tLtFMA—HZE 37.275
—T-hAF=RA=+—H
1 April 2014 1 April 2017 to 31 March 2019
2,250,000 — 2,250,000 —T—AF=A=+—H ZT-A\F=ZA=+—H=Z 20.00
—E-TF=A=+H
31 March 2015 31 March 2018 to 30 March 2020
10,692,353 (2,000,000) 8,692,353
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BRERE
Number of share options
R-ZZ—XF REZZB—XRF BRE B R
EEpnE —H—8 MR ER ABE=tH BHEHH BRESTESRE TEE
At Lapsed At Date of Exercise price
1 January during the 30 June grant of Exercise period of of share
Name of Director 2016 period 2016 share options share options options
(Fff ZEa) (E+)
(note a) (pence)
mEEAE 200,000 — 200,000 —E—=—FMWA=H —E-RAFEWMA=HZE 29.88
Mr. Tang Jun —ZE—+tEWAZH
3 April 2012 3 April 2015 to 2 April 2017
160,000 (160,000) — —E—=ZFZA=-t++B ZE—R"E=ZA=-++tH= 32.55
—T-\F=A=+AH
27 March 2013 27 March 2016 to 26 March 2018
320,000 — 320,000 —=—WFW@A—H —E-tFMA—HZE 37.275
—ET-hF=A=+—H
1 April 2014 1 April 2017 to 31 March 2019
200,000 — 200,000 —E—HF=A=+—H ZE—N\F=A=+—H=Z 20.00
—E-TF=A=+H
31 March 2015 31 March 2018 to 30 March 2020
880,000 (160,000) 720,000
BEEx+ 360,000 — 360,000 —E——FMA=H —E-RFMA=HZE 29.88
Ms. Liu Xue Zi —E—-EFMA=H
3 April 2012 3 April 2015 to 2 April 2017
240,000 (240,000) — ZZE—=F=ZA=t+tH ZE—R"F=ZA=t+tAH=ZE 32.55
- N\F=ZAR=+AH
27 March 2013 27 March 2016 to 26 March 2018
500,000 — 500,000 —ZT—MFMA—H —E-tLtFMA—HZE 37.275
—ZT—-hF=RA=+—H
1 April 2014 1 April 2017 to 31 March 2019
330,000 — 330,000 —ZE—AF=A=+—H ZZT—N\F=A=+—H=F 20.00
—EZTFE=ZA=+H
31 March 2015 31 March 2018 to 30 March 2020
1,430,000 (240,000) 1,190,000
B L+ 80,000 — 80,000 —T——FMWA=H —T-hFWEA=RAE 29.88
Ms. Yip Pui Ling —T—tHFMAZH
Rebecca 3 April 2012 3 April 2015 to 2 April 2017
40,000 (40,000) — ZZ2—=%f=ZA=++R ZZE—R"F=ZA=Z+tHZE 32.55
—ZE-)\F=ZA=+KH
27 March 2013 27 March 2016 to 26 March 2018
230,000 — 230,000 —ZT—MFMA—H —T-tFWHA-BE 37.275
—T-AF=RA=+—H
1 April 2014 1 April 2017 to 31 March 2019
120,000 — 120,000 —ZE—HF=A=+—H Z=2—)/\$=ZA=+—H= 20.00
—E_TFE=ZA=+H
31 March 2015 31 March 2018 to 30 March 2020
470,000 (40,000) 430,000
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BRERE
Number of share options
R-ZB-—XF REZZB—XF BRE B AR
EEpnE —H—8 MR AA=+H BEBEH BRETESRE TEE
At Lapsed At Date of Exercise price
1 January during the 30 June grant of Exercise period of of share
Name of Director 2016 period 2016 share options share options options
(Mt &£ a) (E+)
(note a) (pence)
By 5t 100,000 — 100,000 “E——FMA=H —E-RFMA=AE 29.88
Ms. Tao Fang Fang —E—-EFMA=H
3 April 2012 3 April 2015 to 2 April 2017
60,000 (60,000) — ZE—=F=ZA=++H ZE—R"F=-A=++tH=E 32.55
- NF=AR=+H
27 March 2013 27 March 2016 to 26 March 2018
130,000 — 130,000 —FT—MFMA—H —E-tLtFMA—HZE 37.275
—E-AF=A=+—8
1 April 2014 1 April 2017 to 31 March 2019
100,000 — 100,000 —ZE—HF=A=+—H ZZE—-/\F=ZA=+—HB=Z 20.00
—E-_TF=RA=+H
31 March 2015 31 March 2018 to 30 March 2020
390,000 (60,000) 330,000
Bt 5 Note:

(@ BREZFBEBDERUAHR=FHBERN
MR 503 R BT -

BrEatsh  MBE-T—RENA=THLNRX
BAMERERE - AA7 - HEERARSEE
B ARHRARNE ARG EK A EMN L
PEZATA 7 BEARRERABEBBEALR
AREMEMARZRNDIEEE 2T AM
BB -

FERR

NZE—RFRA=+H  RARRBEFK
HEGRIFEBHRFEETERRAMAETR
BIALBRBEARE TEZTZ2REmIN UK
RNEHEARRERNARR D EITIRATE
BZHEBEZEKR -

(a) The vesting date of share options is at the expiry of the three year period from
the date of grant, subject to satisfaction of performance conditions.

Except for the above, at no time during the six months ended 30 June
2016 was the Company, any of its holding company, any of its
subsidiaries or fellow subsidiaries, a party to any arrangements to enable
the directors of the Company to acquire benefits by means of
acquisition of shares in, or debentures of, the Company or any other
body corporate.

Substantial Shareholders

As at 30 June 2016, the register of substantial shareholders maintained
by the Company pursuant to Section 336 of the SFO shows that other
than the interests disclosed above in respect of certain Directors, the
following shareholders had notified the Company of relevant interests
and short positions in the issued share capital of the Company.

BA A B ZLim fE A R A &) Lansen Pharmaceutical Holdings Limited 2 1
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BEERT HEEXAFERT
RREB M 514 ZERHE RA&AzEZD L
Percentage of
Number of the issued share
issued ordinary capital of the
Name of shareholder Notes Capacity shares held Company
BREEREEEENES (PE)ERAR 1 B iEn 209,820,000 50.56%
(T2 2= B B g8 2 (FR ) ) Beneficial interest (iFE)
Cathay International Pharma Manufacture (Long position)
and Distribution (China) Limited
("Cl Pharma China"”)
BZEEEREEMRMEEZBR AR 1 X EBEER 209,820,000 50.56%
((B=EEEE]D Interest of a controlled (F7)
Cathay International Changchun corporation (Long position)
Biotechnology and Pharmaceutical (China)
Limited (“CIC")
BZRBEEREEY MR EZ(PRE)BRAF 1 RELEEER 209,820,000 50.56%
([ 2= B B A W B i e 28 2 (P R ) Interest of a controlled (7
Cathay International Biotechnology & corporation (Long position)
Pharmaceutical (China) Limited
("Cl Biotech & Pharma China"”)
BIRBIR B AR AR ([HREREE]) 1 RELEEER 209,820,000 50.56%
Cathay International Pharmaceutical Limited Interest of a controlled (7 8)
("CIP") corporation (Long position)
B 2= B B A W) # fin B IR A ) (B 2= B B 1 LB RS 209,820,000 50.56%
E R Interest of a controlled (17 #&)
Cathay International Biotech Company corporation (Long position)
Limited (“CIB")
Cathay International Holdings Limited 1 T EE RS 209,820,000 50.56%
("CIH") Interest of a controlled (i E)
corporation (Long position)
Cathay International Enterprises Limited 2 T EERED 209,820,000 50.56%
("CIE") Interest of a controlled (i E)
corporation (Long position)
Wu Zhen Tao 3 2REEFEEMARIET 209,820,000 50.56%
2@ A (57 2)
Founder of discretionary (Long position)
trusts and beneficiary
of a trust
= 4 R EEER 17,821,000 4.29%
Cheng Hoo Interest of a controlled (iFE)
corporation (Long position)
Loyal Peace Enterprises Limited 4 EmEs 17,821,000 4.29%
("Loyal Peace”) Beneficial interest (57 R)
(Long position)
KA R AE 4 FEA 17,821,000 4.29%
Ever Sail Limited Trustee (iFE)
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(Long position)
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Notes:

(1) These shares are held by ClI Pharma China. Cl Pharma China is owned as to
18% by CIC and 82% by Cl Biotech & Pharma China. CIC is in turn owned as
to 100% by ClI Biotech & Pharma China. Cl Biotech & Pharma China is in turn
wholly owned by CIP. CIP is wholly owned by CIB, which in turn is wholly
owned by CIH. Therefore, CIC, Cl Biotech & Pharma China, CIP, CIB, and CIH
are deemed to be interested in these shares.

(2) CIH is held as to approximately 60.99% by CIE. Therefore, CIE is deemed to be
interested in the shares held by ClI Pharma China.

(3) The entire issued share capital of CIE is held by a trust set up by Mr. Wu Zhen
Tao for the benefit of Mr. Wu Zhen Tao and members of his family (“Wu
Family Trust”). Mr. Wu Zhen Tao as founder of the Wu Family Trust is deemed
to be interested in the shares held by CIE.

(4) Ever Sail Limited, acts as trustee of a discretionary trust set up for the benefit
of certain current and former management personnel and employees of the
Group and/or their respective family and/or charity organisation (“the
Management Trust”). The entire issued share capital of Loyal Peace is held by
Ever Sail Limited.

The entire issued share capital of Loyal Peace is held by Ever Sail Limited acting
as the trustee of the Management Trust which in turn is wholly owned by Mr.
Cheng Hoo. Therefore, Mr. Cheng Hoo is deemed to be interested in the
shares held by Loyal Peace.

Save as disclosed above, no person, other than the Directors of the
Company, whose interests are set out in the section “Directors’ and
Chief Executive’s interests and short positions in shares, underlying
shares and debentures” above, had registered an interest or short
position in the shares or underlying shares of the Company that was
required to be recorded pursuant to Section 336 of the SFO.

Purchase, Sale or Redemption of Listed Securities
During the six months ended 30 June 2016, neither the Company nor
any of its subsidiaries purchased, sold or redeemed any of the
Company'’s listed securities.

Interests in Competitors

During the six months ended 30 June 2016, none of the Directors or the
management shareholders of the Company or their respective
associates had an interest in a business which competes or may
compete with the business of the Group.

PR A BE B ir I R /A &) Lansen Pharmaceutical Holdings Limited 2 3
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Interim Dividend

The Directors recommend the payment of an interim dividend of
HK4.02 cents (30 June 2015: HK3.44 cents) per share for the six months
ended 30 June 2016 to the shareholders listed in the register of
members of the Company as at the close of business on 27 September
2016. The interim dividends will be distributed on or before 11 October
2016 to the shareholders.

Closure of Register of Members

The register of members of the Company will be closed from
Wednesday, 28 September 2016 to Friday, 30 September 2016 (both
dates inclusive), during such period no transfer of shares of the
Company can be registered. In order to qualify for receiving the interim
dividend, the Company’s shareholders are reminded to ensure that all
transfers of shares, accompanied by the relevant share certificates and
transfer forms, must be lodged with the Company’s branch share
registrar in Hong Kong, Tricor Investor Services Limited, at Level 22,
Hopewell Centre, 183 Queen’s Road East, Hong Kong for registration
not later than 4:30 p.m. on Tuesday, 27 September 2016.

Compliance with the Code on Corporate Governance

Practices

During the six months ended 30 June 2016, the Company has complied
with the code provisions set out in the Code on Corporate Governance
Practices contained in Appendix 14 of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the “Listing
Rules”) except with a deviation from paragraph A.5 of the Code. Under
paragraph A.5 of the Code, the Company should establish a Nomination
Committee with specific written terms of reference which deal clearly
with its authority and duties. Currently, the Company had not
established a Nomination Committee and had retained the functions
with the Remuneration Committee.

Compliance with the Model Code by Directors

The Company has adopted the model code as set out in Appendix 10 of
the Listing Rules as the code for dealing in securities of the Company by
the Directors (the “Model Code”). Following specific enquiries by the
Company, all Directors have confirmed that they have fully complied
with the required standard set out in the Model Code throughout the
review period.
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Review of Unaudited Financial Statements

The Audit Committee of the Company comprises of one non-executive
Directors, namely Mr. Lee Jin Yi, and three independent non-executive
Directors, namely Mr. Chan Kee Huen, Michael (Chairman), Mr. Tang
Chiu Ping, Raymond and Mr. Fritz Heinrich Horlacher.

The Company’s unaudited interim results for the six months ended 30

June 2016 have been reviewed by the Audit Committee together with
management of the Company.

PR A BE B ir I R /A &) Lansen Pharmaceutical Holdings Limited 2 5
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111 Connaught Road Central

www.bdo.com.hk Hong Kong
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To the Board of Directors of Lansen Pharmaceutical Holdings Limited
(incorporated in the Cayman Islands with limited liability)

Introduction

We have reviewed the interim financial statements set out on pages 28
to 60, which comprise the condensed consolidated statement of
financial position of Lansen Pharmaceutical Holdings Limited (the
“Company”) and its subsidiaries (collectively referred to as the “Group”)
as of 30 June 2016 and the related condensed consolidated statement
of profit or loss and other comprehensive income, condensed
consolidated statement of cash flows and condensed consolidated
statement of changes in equity for the six-month period then ended,
and other explanatory notes. The Main Board Listing Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited
require the preparation of a report on interim financial statements to be
in compliance with the relevant provisions thereof and International
Accounting Standard 34 “Interim Financial Reporting” (“IAS 34") issued
by the International Accounting Standards Board. The directors of the
Company are responsible for the preparation and presentation of these
interim financial statements in accordance with IAS 34. Our
responsibility is to express a conclusion on these interim financial
statements based on our review. This report is made solely to you, as a
body, in accordance with our agreed terms of engagement, and for no
other purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.

BDO Limited, a Hong Kong limited company, is a member of BDO International Limited, a UK company limited by guarantee,
and forms part of the international BDO network of independent member firms.
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Scope of Review

We conducted our review in accordance with International Standard on
Review Engagements 2410, “Review of Interim Financial Information
Performed by the Independent Auditor of the Entity” issued by the
International Auditing and Assurance Standards Board. A review of
interim financial statements consists of making inquiries, primarily of
persons responsible for financial and accounting matters, and applying
analytical and other review procedures. A review is substantially less in
scope than an audit conducted in accordance with International
Standards on Auditing and consequently does not enable us to obtain
assurance that we would become aware of all significant matters that
might be identified in an audit. Accordingly, we do not express an audit
opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us
to believe that the interim financial statements are not prepared, in all
material respects, in accordance with IAS 34.

BDO Limited

Certified Public Accountants

Yu Tsui Fong

Practising Certificate Number: P05440

Hong Kong, 31 August 2016
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ondensed Consohdated Statement of Profit or Loss and Other Comprehensive Income

HE-ZT— X XF/NA=1+HLMEA Forthe six months ended 30 June 2016
BE-ZT-—XKF BHE-T—0F
ANBA=tHIEANEAR /‘_\ﬂ_‘t—EJt/\tIH
Six months ended Six months ended
30 June 2016 30 June 2015
X1 FET
Us$'000 Us$'000
M 5 (REFER) (CREgEZ)
Notes (unaudited) (unaudited)
A Revenue 5 49,269 48,199
8 & B A Cost of sales (20,278) (24,192)
ES Gross profit 28,991 24,007
H Ath g A Other income 5 1,355 2,062
5 & K 9 8H I X Selling and distribution expenses (14,459) (12,597)
ITEH X Administrative expenses (8,065) (6,127)
ReERR Profit from operations 7,822 7,345
B 7 B AN Finance costs 7 (1,592) (1,648)
MEEM T EMNAFEREE Fair value loss on derivative
financial instruments (159) =
JEMEEE 2 ARIMBR & K Share of post-tax profit of
associates 1,062 1,342
& B 18 Bt B & 7 Profit before income tax 8 7,133 7,039
s A X Income tax expense 9 (1,762) (896)
HA 32 F Profit for the period 5,371 6,143
Htt 2wk &= Other comprehensive income
HEAEEF DA EEm Ay Item that may be reclassified
HE - subsequently to profit or loss:
BB GINERSEEHIE X Z% Exchange differences arising on
translation of foreign
operations (3.343) 161
BN E A 2 E U = Other comprehensive income for
(F0BRFLIE) the period, net of tax (3,343) 161
MR EKEEE Total comprehensive income
for the period 2,028 6,304
AABHEBEAELRR Profit attributable to owners
of the Company 5,371 6,143
AABEEBAELEZE Total comprehensive income
U 2 48 28 attributable to owners of
the Company 2,028 6,304
E(Ih =1l
US cents US cents
SREF Earnings per share
—EAXREE — Basic and diluted 11 1.3 1.5
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Condensed Consolidated Statement of Financial Position

R=ZZT—XENA=+H Asat30June2016

—RE —ET—hF
ANA=E+H +ZA=+—H
30 June 31 December
2016 2015
FErx FEx
Us$'000 Us$'000
Bt & (REER) (EE=%)
Notes (unaudited) (audited)
'E ASSETS
EREBEE Non-current assets
M- WEREE Property, plant and equipment 12 32,124 33,606
TEN T #o 1 & FRIE Prepaid land lease payment 12 2,085 2,158
BB E Intangible assets 12 24,997 25,239
S Goodwill 6,824 6,824
fTEemMIA Derivative financial instruments 967 —
REEE Na MR Interest in associates 34,739 33,690
101,736 101,517
REBEE Current assets
3 Inventories 19,089 17,462
BN H e KRT Trade and other receivables 13 62,684 56,220
TEf & b M & FRIB Prepaid land lease payment 12 54 55
MESBIE Derivative financial instruments 2,068 =
AT 4 (B 75 18 Tax recoverable 128 224
EEFRITER Pledged bank deposits 33,884 23,832
RekBeEEY Cash and cash equivalents 17,910 18,976
135,817 116,769
BmEE Total assets 237,553 218,286
EEREE EQUITY AND LIABILITIES
EXREE Capital and reserves
AREEBAEGEER Equity attributable to owners
of the Company
@ Share capital 4,150 4,150
B 0 4 (B Share premium 21,095 24,302
SN % 15 Foreign exchange reserve 206 3,549
A TE B Statutory reserve 8,344 8,344
R B % 7 Retained profits 66,473 61,102
R Total equity 100,268 101,447
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Condensed Consolidated Statement of Financial Position

R=ZZT—XENA=+H Asat30June2016

— N —T—HF
~B=+H +=-A=+—H
30 June 31 December
2016 2015
FEx FET
Us$'000 US$'000
B 5 (RE&EZR) (&%)
Notes (unaudited) (audited)
kRBEE Non-current liabilities
BE Borrowings 14 — 1,090
RERIEAE Deferred tax liabilities 1,700 1,548
1,700 2,638
REBEE Current liabilities
ERE Borrowings 14 103,399 88,881
mEBIBEE Current tax liabilities 1,259 1,473
B 5 & E b S FRIA Trade and other payables 15 29,729 22,677
Hih & mBE Other financial liabilities 1,198 1,170
135,585 114,201
wEeE Total liabilities 137,285 116,839
HEZKAE Total equity and liabilities 237,553 218,286
RBEERE Net current assets 232 2,568
HEERARBER Total assets less current
liabilities 101,968 104,085

F28F60E MR EIM S RRE N -2 — x4/ The interim financial statements on pages 28 to 60 were approved and
B=+—REZEESH & RIEETE - WHLL  authorised for issue by the board of directors on 31 August 2016 and

TATHRKES: were signed on its behalf by:
EF EF
Director Director
2EER & 2
LIU Bang Min HOU Song
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Condensed Consolidated Statement of Cash Flows
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For the six months ended 30 June 2016

8= HZE
—~E —ZET—AHF
AA=+H ~NA=+H
IEXEAR <@ A
Six months Six months
ended ended
30 June 2016 30 June 2015
FEx FET
Us$'000 Us$'000
(RE&ER) (REEEZ)
(unaudited) (unaudited)
MEXBEENR©IFRE Net cash generated from operating
activities 719 2,738
RERETBHNRERE Cash flows from investing activities
BB 1T 7 ZE N Increase in pledged bank deposits (10,652) (2,276)
EEWHE BMERRZE Purchase of property, plant and
equipment (700) (2,302)
BEERFEE Purchase of intangible assets 977) (1,652)
HEWBARBFRE R Net cash outflow from disposal of a
subsidiary (285) =
HEWE BMENMKREMSHIA  Proceeds from disposals of property, plant
and equipment 14 34
L B Bt 8 A B AR S Dividend received from an associate 795 427
Uy B8 Bt = N A Acquisition of an associate 4,314) —
2 F & Interest received 403 407
KEEYFRAE S FR Net cash used in investing activities (15,716) (5,362)
REMEZBNRERE Cash flows from financing activities
BE 1S RIA Proceeds from borrowings 74,094 52,612
Tai@fﬁ%m)\ Repayments of borrowings (59,821) (38,891)
B AT AR B Dividends paid — (4,676)
MERPELENR S FRE Net cash generated from financing
activities 14,273 9,045
HERREZEBWHFE L),/ Net (decrease)/increase in cash and cash
0 equivalents (724) 6,421
HUReRBRSFEY Cash and cash equivalents at beginning of
period 18,976 15,819
EXEHHNTE Effects of exchange rate changes (342) 9
HRAESRESEEY Cash and cash equivalents at end of
the period 17,910 22,249

BA A B 2L i B A R A &) Lansen Pharmaceutical Holdings Limited 3 1
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Condensed Consolidated Statement of Changes in

Equity

HE-ZT— X XF/NA=1+HLMEA Forthe six months ended 30 June 2016
BEx ROHE HIERXRE ZEREE RLEN LR
Foreign
Share Share exchange Statutory Retained Total
capital premium reserve reserve profits equity
FET FET FET FEx FExxT FT=E==x
Us$'000 Us$'000 Us$'000 UsS$'000  US$'000 US$'000
BE-Z—-—HAF~HA=1+H Six months ended 30 June
1E<1EA 2015
RZZE—RF—HA—AH Balance at 1 January 2015
B &5 B (R E %) (audited) 4,150 30,819 12,261 7,874 59,501 114,605
f% 2 (M 5£10) Dividends (note 10) — (4,676) — — — (4,676)
BEEANETRS Transaction with owners — (4,676) — — — (4,676)
B A 5 F Profit for the period = — — — 6,143 6,143
Hfh2EKE Other comprehensive income — — 161 — — 161
B2 W 25 42 58 Total comprehensive income for
the period — — 161 — 6,143 6,304
RZE—AFA~A=1H Balance at 30 June 2015
AR (R ER) (unaudited) 4,150 26,143 12,422 7,874 65,644 116,233
BZE-ZZ—X"EXHA=1+H Six months ended 30 June
k78 A 2016
R=ZZT—X"E—HA—H Balance at 1 January 2016
B aR (B %) (audited) 4,150 24,302 3,549 8,344 61,102 101,447
% S (Kt 3£ 10) Dividends (note 10) = (3,207) = = —  (3,207)
EEGAETRS Transaction with owners — (3,207) — — — (3,207)
A 5 A Profit for the period = = — — 5,371 5,371
HEh 2@k = Other comprehensive income — — (3,343) — — (3,343)
BANEEK=LE Total comprehensive income for
the period — — (3,343) — 5,371 2,028
R=ZF—XFA=1H Balance at 30 June 2016
48 B (RS E ) (unaudited) 4,150 21,095 206 8,344 66,473 100,268
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Notes to the Condensed Consolidated Financial Statements
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HE-_ZT—XNENA=TRHIEAMEA Forthe six months ended 30 June 2016

Corporate Information

Lansen Pharmaceutical Holdings Limited (the “Company”) is an
exempted limited liability company incorporated in the Cayman
Islands on 10 September 2009 and its shares have been listed on
the Main Board of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) since 7 May 2010. The Company’s registered
office is located at Clifton House, 75 Fort Street P. O. Box 1350,
Grand Cayman KY1-1108, Cayman Islands. The Company’s
principal place of business is located at Suites 1203—4, 12/F, Li Po
Chun Chambers, 189 Des Voeux Road Central, Hong Kong.

The principal activity of the Company is investment holding. The
principal activities of the Company’s subsidiaries (together with
the Company referred to as the “Group”) are manufacturing and
trading of pharmaceutical products. The principal activities of the
Group are carried out in the People’s Republic of China (the
“PRC"). There were no significant changes in the Group's
operations during the period.

The Company is a subsidiary of Cathay International Holdings
Limited (“CIH"), a company incorporated in Bermuda and whose
shares are listed on the London Stock Exchange. The directors
consider the ultimate holding company to be CIH.

The unaudited condensed consolidated interim financial
statements of the Group for the period ended 30 June 2016 (the
“Interim Financial Statements”) were approved and authorised for
issue by the board of directors on 31 August 2016.

Basis of Preparation

The Interim Financial Statements have been prepared in
accordance with International Accounting Standard (“IAS”) 34
“Interim Financial Reporting” issued by the International
Accounting Standards Board (the “IASB”) and the applicable
disclosure provisions of the Rules Governing the Listing of
Securities on the Stock Exchange.

PR A BE e ir B R A &) Lansen Pharmaceutical Holdings Limited 3 3
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2.

For the six months ended 30 June 2016

Basis of Preparation (Continued)

The Interim Financial Statements do not include all of the
information required in annual financial statements in accordance
with International Financial Reporting Standards (“IFRSs”) (which
collective term includes all applicable individual International
Financial Reporting Standards and Interpretations as approved by
the IASB, and all applicable individual International Accounting
Standards and Interpretations as originated by the Board of the
International Accounting Standards Committee and adopted by
the IASB), and should be read in conjunction with the annual
financial statements of the Group for the year ended 31
December 2015.

The Interim Financial Statements have been prepared on the
historical cost basis except for certain financial liabilities and
derivative financial instruments that are measured at fair value.

Save as described in note 3 “Adoption of new and revised IFRSs”,
which are effective for the Group’s financial period beginning on
1 January 2016, the accounting policies adopted in the Interim
Financial Statements are consistent with those used in the
preparation of the Group’s annual financial statements for the
year ended 31 December 2015.

The Interim Financial Statements are unaudited, but have been
reviewed by BDO Limited in accordance with International
Standard on Review Engagements 2410, “Review of Interim
Financial Information Performed by the Independent Auditor of
the Entity"” issued by the International Auditing and Assurance
Standards Board.
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HE-_ZT—XNFXA=+HIE/MEA Forthe six months ended 30 June 2016

Adoption of New And Revised IFRSs

In the current interim period, the Group has applied, for the first
time, the following new interpretations and amendments to IFRSs
issued by the IASB that are relevant for the preparation of the
Group's Interim Financial Statements.

IFRSs (Amendments) Annual Improvements 2012-2014 Cycle

Amendments to IAS 1 Presentation of Financial Statements:
Disclosure Initiative

The application of the above new or revised IFRSs in the current
interim period has no material effect on the amounts reported in
these Interim Financial Statements and/or disclosures set out in
these Interim Financial Statements.

The Group has not early adopted the following new and revised
standards, amendments or interpretations that have been issued
but are not yet effective.

Amendments to IAS 12 Recognition of Deferred Tax Assets for
Unrealised Losses'

IFRS 9 (2014) Financial Instruments?

Amendments to IFRS 10 Sale or Contribution of Assets between

and IAS 28 an investor and its Associate or Joint

Venture*

IFRS 15 Revenue from Contracts with
Customers?

IFRS 16 Leases?

1 Effective for annual periods beginning on or after 1 January 2017

2 Effective for annual periods beginning on or after 1 January 2018

3 Effective for annual periods beginning on or after 1 January 2019

@ To be determined, early adoption is permitted
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HE-ZT— X F/NA=1+HLMEA Forthe six months ended 30 June 2016

4. EEEFHEFRHE
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A o
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5. WAREAMKRA
XS D I N ONG o

Critical Accounting Estimates and Judgements
The preparation of Interim Financial Statements requires
management to make judgements, estimates and assumptions
that affect the application of accounting policies and the reported
amounts of assets and liabilities, income and expense. Actual
results may differ from these estimates.

Except as described below, in preparing the Interim Financial
Statements, significant judgements made by management in
applying the Group’s accounting policies and the key sources of
estimation uncertainty were the same as those that applied to the
consolidated financial statements for the year ended 31 December
2015.

Fair value of derivative financial instruments

The Group determines the fair values of put option and call option
based on the forecast of future performance results of acquired
company and terms of acquisition agreement. The fair values of
put option and call option will be revised upward or downward
where future performance results are different from previous
forecast and as a result, the change of fair values of put option
and call option will affect the Group’s financial position and
financial performance.

Revenue and Other Income
An analysis of the Group’s revenue and other income for the

LU periods is as follows:
BE-ZT—AF HE_ZT—hF
N }EJ =+H 7N H =FE
1IE7X1E B 1ENE A
Six months Six months
ended ended
30 June 2016 30 June 2015
SREST FET
Us$'000 Us$'000
(REBER) (REEEZ)
(unaudited) (unaudited)
HEEMAPHKA Revenue from sales of goods 49,269 48,199

Hh g A Other income

1T H B WA Bank interest income 403 407
B2 Government grants 770 1,067
REWA Transition income — 465
Hth Others 182 123
1,355 2,062
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HE-_ZT—XNENA=TRHIEAMEA Forthe six months ended 30 June 2016

Revenue and Other Income (Continued)

The Group received grants from the local government in the PRC
as recognition of the Group’s performance and development of
high-technology pharmaceutical products. The grants received
were not subject to any conditions.

On 28 March 2014, the Group reached an agreement with
Novartis AG and Novartis Pharma AG (collectively known as
“Novartis”) to acquire the rights and know-how related to
pharmaceutical product. As the Group has not obtained the
required licences to manufacture or import the pharmaceutical
product in the PRC during the transition period, Novartis would
supply the transition services to the Group which include the
supply of the pharmaceutical product for sale carried out by
Novartis in the PRC. Transition income represented the transfer of
profit generated from the sales of pharmaceutical product by
Novartis. The Certificate of Pharmaceutical Product and Imported
Drug License were transferred to the Group in March 2015 and
November 2015 respectively. The transition period was ended as
at 31 December 2015.

Segment Information

Information reported to the executive directors, being the chief
operating decision maker (“CODM"), for the purposes of
resources allocation and assessment of segment performance
based on the types of goods delivered.

With the continuous growth and expansion of the medical
cosmetics products segment, the CODM considered the necessity
of separate reporting of this division, which was grouped under
“Specialty pharmaceuticals” in previous years. With the changes
of the information reported internally to the CODM for the
allocation of resources and performance of business, the three
existing reportable segments have been changed. The Group has
combined “Specialty pharmaceuticals” (excluding medical
cosmetics products) and “Other pharmaceuticals” into
“Pharmaceuticals” and has also renamed “Plant extract and
healthcare products” to “Healthcare products”.

With the changes in the structure and composition of the
reportable segments, certain comparative figures in the segment
information for the six months ended 30 June 2015 has been
reclassified and revised to present segment profit on a consistent
basis.

BAAE B 527 5 B BR A &) Lansen Pharmaceutical Holdings Limited 3 7/
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HE-ZT— X F/NA=1+HLMEA Forthe six months ended 30 June 2016

7 EHER (&) 6.
7N 5 [ 4R 1 B B B 5 9 45 2 R 85 M
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E

LATF%L"Eli BTEZBREED S
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Segment Information (Continued)
The Group's reportable and operating segments under IFRS 8 are
as follows:

—  Pharmaceuticals: development, production and sale of
specialty pharmaceuticals mainly used in the field of
rheumatology and dermatology and other pharmaceuticals

— Medical cosmetics products: sale of medical cosmetics
products

—  Healthcare products: development, production and sale of
healthcare products

The following is an analysis of the Group’s revenue and results
from continuing operations by reportable and operating segment.

BE-_Z—AEXA=t+ALAXHEA
Six months ended 30 June 2016

LE3 EREXZREm BEEM st
Medical
cosmetics Healthcare

Pharmaceuticals products products Total
TEn TEn FEn FEr
Us$’000 Us$’000 Us$'000 us$‘000
(REER) (REER) (RRER) (REEXR)
(unaudited) (unaudited) (unaudited) (unaudited)
ATE®mRDHBHA Reportable segment revenue 29,525 13,184 6,560 49,269
BT 2D B T Reportable segment profit 8,672 5,037 823 14,532

BEZZT—RAFA=tTHILEAREARKES)

Six months ended 30 June 2015 (restated)
B BREXAE® BEER At
Medical
cosmetics Healthcare

Pharmaceuticals products products Total
FEx FEx F=rx FEx
us$'000 us$'000 Us$'000 Us$'000
(REER) (REER) (REER) (REER)
(unaudited) (unaudited) (unaudited) (unaudited)
BATE2EHRD BRKA Reportable segment revenue 27,967 3,831 16,401 48,199
AT 2 W5 26 Al Reportable segment profit 7,870 739 3,266 11,875
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HE-_ZT—XNENA=TRHIEAMEA Forthe six months ended 30 June 2016

Segment Information (Continued)

The totals presented for the Group’s operating segments
reconciled to the Group's key financial figures as presented in the
Interim Financial Statements as follows:

BE-F—AF HE_T—4F

ANA=+H ~NA=1H

1IE7x1E B 1E7XE A

Six months Six months

ended ended

30 June 2016 30 June 2015

FTEx FEx

Us$'000 Us$'000

(RER) (REEEZ)

(unaudited) (unaudited)

= =R B Profit or loss

AT 27 &b A Reportable segment profit 14,532 11,875
JE (1 Bk & 2 &) ) B A 1% e A Share of post-tax profit of associates 1,062 1,342
R SN T N Other income not allocated 1,355 1,597
RAAOBRAX Expenses not allocated (8,224) (6,127)
B 75 B AN Finance costs (1,592) (1,648)
b BT 15 754 B & A Profit before income tax 7.133 7,039

EXFRE®RD BRAEREIERTFH
BHWA - REE R BERBALED
EBREIHE ©

BYERD B RNIEES D BBERN MR
B G B AR W A) R 35 & & 9 85 5
XoWHRMATESEREERIER
RAFEREHNETETE °

MRYEE SRR TEFRES BEE
KHHEMEH  HLE25ERA
¥ o

Segment revenue reported above represents revenue generated
from external customers. There were no inter-segment sales in the
current and prior periods.

Reportable segment profit represents the gross profit and
transition income (included in other income) less selling and
distribution expenses by each segment. This is the measure
reported to the executive directors for the purpose of resources
allocation and performance assessment.

No segment assets or segment liabilities is presented as they are
not regularly provided to the executive directors.
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HE-_T-—R"FAA=FTRHL<ER

For the six months ended 30 June 2016

7. BIEH A 7. Finance Costs
BE-Z—XRF HE2-_ZFT—A1F
/N H —+ E /\ H _+ El
WEREA 1ENEA
Six months Six months
ended ended
30 June 2016 30 June 2015
FEx FET
US$'000 Us$'000
(REER) (REEE %)
(unaudited) (unaudited)
RITHEERN S Interest on bank borrowings 1,564 1,621
31 35 [] % Unwinding of discount on provision 28 27
1,592 1,648
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HEZZT-—RFARA=THILAEAR

For the six months ended 30 June 2016

BR T 18 B A& R 8. Profit Before Income Tax
REBHBRITER NG &K, (GT The Group's profit before income tax has been arrived at after
A) T3 &IESH charging/(crediting):
BE-ZT—XRF HE-ZT—hHF
AA=+H ANA=+H
IEXEA IE< @ A
Six months Six months
ended ended
30 June 2016 30 June 2015
FER FEx
Us$'000 Us$'000
(REER) (REEEZ)
(unaudited) (unaudited)
M- BMEREZETE Depreciation of property, plant and
equipment 1,444 1,381
oW E R E#EE (BE)  Provision for/(Reversal of) impairment of
trade receivables 7 (21)
Tr &R (8 B & Provision for impairment of inventories — 522
ER N G- Net exchange gains 17) (146)
fiff 3% A AN Research and development costs 205 181
LEWE BMERZHEBRE Losses on disposals of property, plant and
equipment 39 22
T = Hb 7H & RIE 8 4R Amortisation of prepaid land lease
payment 29 30
A BE Amortisation of intangible assets 293 316
WRABHEHZ AR EE M) Loss on deemed disposal of an associate
(Note) 300 —
mEEETH Write off of intangible assets 589 —
Bt & Note:

RZE—AF=ANAB  AIAVEERHERA
(TRIAM)KINE £/BE %x%ﬁﬁ?&tﬂéwﬁﬁ%&
£ o FHit - RNEBE R AR A S H21.5% 8
BRWRALERE AREE -

SHE16.1% °

Zhejiang Starry Pharmaceutical Co.,

Ltd. (“Starry”) successfully launched an

initial public offering on the Shanghai Stock Exchange on 9 March 2016.
Accordingly, the equity interests of the Group in Starry was diluted from

21.5% to 16.1%, which constitutes a loss on deemed disposal of an associate.

PR A BE e ir B R A &) Lansen Pharmaceutical Holdings Limited 41




o

AR AR & B 1% 3R R Y =

Notes to the Condensed Consolidated Financial Statements

HEZZ-—RFAA=THIEAREAR

For the six months ended 30 June 2016

B 9. Income Tax Expense
BE-ZT—XR§F HE-Z—1%F
N\ H —+ H /\ H _+ El
1E71E B 1ENEA
Six months Six months
ended ended
30 June 2016 30 June 2015
T XI5 TFET
Us$'000 Us$'000
(REBERZ) (REEEZ)
(unaudited) (unaudited)
EHBE Current tax
FECEMRMSHR(CERSR ] PRC Enterprise Income Tax (“EIT")
— BT IE — Tax for the period 1,863 915
— BAEFEBEEMG — Over provision in respect of prior
periods (283) (324)
1,580 591
I % B 1] Deferred tax 182 305
FRAGBi R Income tax expense 1,762 896

E$l?$%ﬁ%ﬁﬁﬂmﬁﬁaﬁ$
B &R TN RIS AR E AT E
%MTJ#

RIBFEEZEMFIE (REMBHZED
REBMAR - B EAR M E—

BEL% (BE-_ZT—AFAA=1THIt
7B A 25%) °
AEERERNBAREREZEATESH

MRt ZH%NEELEMRBHR

2%1__ o

REBEGXMEE - BRI FOEM - #
FETRERBRREBNERARET
HMEEE  BEANEREEBERN G
MEBRBEERMAER - AKE—RK
EREBREEXBNTENBARAR
BHRBERMEM -
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Tax on assessable profits arising in the PRC has been calculated at
the applicable rates of tax prevailing in the tax jurisdiction in
which the Group operates.

Under the Law of the PRC on Enterprise Income Tax (the “EIT
Law”) and Implementation Regulation of the EIT Law, the tax rate
of the PRC subsidiaries is 25% (six months ended 30 June 2015:
25%).

Two subsidiaries of the Group have been certified as new high
technology enterprises in the PRC and enjoyed a preferential EIT
rate of 15%.

According to the EIT law, its rules and regulations, enterprises that
engage in certain qualifying agricultural business are eligible for
certain tax benefits, including full EIT exemption on profits derived
from such business. A subsidiary of the Group in the PRC engaged
in qualifying agricultural business is entitled to full exemption of
EIT.



R AR & B 7% 3R R P =

Notes to the Condensed Consolidated Financial Statements

HE-_ZT—XNFXA=+HIE/MEA Forthe six months ended 30 June 2016
10. B2 10. Dividends
BE-ZT—XR§F HE-Z—1F
/\\H:-'—E /\H:—'—El
L7518 A LEXE A
Six months Six months
ended ended
30 June 2016 30 June 2015
FEx FET
Us$'000 Us$'000
(R&EER) (REg&EZ)
(unaudited) (unaudited)
HARRHEDIRNERE Dividend recognised as distribution
during the period:

FA%5.9978 il (890.772& L) &9 2015 final dividend — HK5.99 cents
—RFRHRKE (approximately USQ.77 cents) per share 3,207 —

T AR8.748 1L (891133 1L) &9 2014 final dividend — HK8.74 cents
—HEREARE (approximately US1.13 cents) per share — 4,676
3,207 4,676

1.

RZE—RNFNA=+—"H8 ' B M
RZZE—R"FNLA-+ BRI AERQE
BREMOERR  SREBEE_ZT— X F

NAZTHIEANEANFHEESTR
4028 (H0REMU(EEZ=FT—H
FERA=ZTHIENEA : FA%3.447F 1L
(#90.44%AL)) - £#£/516,683,000% T
([ 72 1)(#92,150,000 T)(BE -
—HFNA=+THIE/MEA 1,841,000
EIT) > FTE RS H IR B 14 & R A 8
MR EHREIE  EeREE=
E—XNF+_A=+-—BILFENTK
wERA R -

BRER
BREABINTIRBARNRNAEEE A E
1 %7 4% F| 415,000,000 % 2 2% 17 A% 17
HzEZZ2—RAF~A=+HLEA~EA:
415,000,0000%) 5t &

AREBNARAR L BERBAL & AE
EEBTENEBETEAR -

1.

On 31 August 2016, the Directors have declared an interim
dividend of HK4.02 cents per share (approximately US0.52 cents)
(six months ended 30 June 2015: HK3.44 cents per share
(approximately US0.44 cents)), totaling Hong Kong Dollars
("HK$") 16,683,000 (approximately US$2,150,000) for the six
months ended 30 June 2016 (six months ended 30 June 2015:
US$1,841,000) to the shareholders whose names appear in the
register of members of the Company on 27 September 2016. The
declared interim dividend has not yet been accounted for in the
current period’s Interim Financial Statement but will be reflected in
the financial statements for the year ending 31 December 2016.

Earnings Per Share

The calculation of the basic earnings per share is based on the
consolidated profit attributable to owners of the Company and
415,000,000 shares in issue during the period (six months ended
30 June 2015: 415,000,000 shares).

The Group had no potential dilutive ordinary shares in issue during
the current and prior periods.
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BE-Z—XRXFNA=+HB1/@A Forthe six months ended 30 June 2016

12. ¥ -HEKRE  FAfSL##E  12. Property, Plant and Equipment, Prepaid Land

EXEREFLEE Lease Payment and Intangible Assets
L/E Y AL
R&RHE HERE BEEE
Property, plant Prepaid land Intangible
and equipment lease payment assets
FET FET FEx
US$'000 US$'000 US$'000

BE-Z—-—X"FAA=1+HILKMEA Six months ended 30 June 2016
RZT—AR"F—A—BEYE@EFE Opening net carrying amount

(&) as at 1 January 2016 (audited) 33,606 2,213 25,239
P& 5 3= Exchange adjustment (685) (45) (337)
NE Additions 700 — 977
BB & Disposals and write off (53) — (589)
mEREHE Depreciation and amortisation (1,444) (29) (293)

RZTE—RNFANA=+HHKRE®E Closing net carrying amount as at

FECREEZ) 30 June 2016 (unaudited) 32,124 2,139 24,997
BE-_Z—81F Year ended 31 December 2015

+t=-A=+—BLEE
RZE-—RAF—HA-BFHERMEFE Opening net carrying amount

(K HE=%) as at 1 January 2015 (audited) 34,819 2,413 23,299
bE 5 38 & Exchange adjustment (2,040) (137) (932)
nE Additions 3,685 — 3,501
BB & 8 Disposals and write off (87) — (9)
mEREH Depreciation and amortisation (2,771) (63) (620)
RZT—AF+=ZA=+—HFAKR Closing net carrying amount as at

BREFE (K &' %) 31 December 2015 (audited) 33,606 2,213 25,239
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HE-ZT—RXFXA=THIEAMEA Forthesix months ended 30 June 2016

13. ESRHMERKRFIE 13. Trade and Other Receivables
—®-XxE —T-uf
NA=+H +=—A=+—H

30 June 31 December

2016 2015
FEx FET
Us$'000 Us$'000
(REBFER) (=2 %)
(unaudited) (audited)
=) L Trade receivables 32,175 30,779
B 5 e WK IR R (B B Less: provision for impairment of
trade receivables (232) (229)
31,943 30,550
JE U 2= 4% Bills receivables 15,355 10,999
B 5 EW A & EWEE Trade and bills receivables 47,298 41,549
T8 5 318 R H i FE UK IE Prepayments and other receivables 15,386 14,671
62,684 56,220
REZEEHH RNBEHR ZEEH Based on the invoice date, the ageing analysis of the trade and
E 5 MWK & EWZEE GO E E bills receivables (net of impairment losses) of the Group as of the
BINRESTOT end of the reporting date is as follows:
—E-XHF —E—HF
~NA=+H +=—A=+—~H
30 June 31 December
2016 2015
FEx FET
US$'000 US$'000
(REEZ) (2 %)
(unaudited) (audited)
90H AT 90 days or below 35,577 34,143
91£180H 91-180 days 9,554 3,547
1812 365H 181-365 days 1,274 3,859
8 38— Over 1 year 893 =
47,298 41,549
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HE-Z—A"FNA=+THILMEAB Forthesix months ended 30 June 2016

EZREMEVRREE

NEBEWE S FEWGKIE K B E B 454
BIEERMEN, 721,000 t(—E—Hh
£+ - HA=+—H :7406,0003% 7T) H &
WHTE SRR FERREBHE R
HERSBE R BEBETIRES - Z
ERIAE LR B B R R SR B L
EFEH - - BREATER ~XARESR
RE BN EREXTESENES 8
HERRIRAEE AR 2 RE - BB A
MRS ERELRERE ASEILE
MZEEHRFEEMEAR -

MRZZE—RENA=1+T8 KB E
B B E 5 FE W EIE 220,222,000 7T
—E-RAF+=A=+—H:23,144,000
E0)c ZEESHERFBBERRZIIHT
BRREENEFER -

HR - AEBRSHEBMELEA TS
BRENDOIEREE - WERZERXR
FoOAEEBEARNSREBELFER
FIE - FERTFERSBEBERBAT
BRIBAO% (BE—E—RE+=-A=+
—BIEFE:33%):H8 AEREKRERE
SAEELE c Eitk AEBEEEEBIRE
BEEEERTCENRNAR

HRASEERBMARKEEEGREDN
BAED R KB - WARIZHIL T
FEBB AL F39HRILERESR
BENHTE N-ZE—X"E~A=1+H"
EWEE7,322,000 L (ZE—HF+=
A=+—H:4,235000%7T) # BN KE
BB RRERR BEECDAREEE
FTEREE - BRI MERIEEE
BEEERBEMHDFTAEEAN
EEERBERZEESAEEEMN SR
BESITNEREER RZZT—~EX
A=+H BUREEHEENEEER
REBEA7,322,000 T (—E—HF+
—A=+—H:4,235000% ) °

HRERREBEERZEZTSRMEE -
BASEERETERUREENEE °
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13. Trade and Other Receivables (Continued)

Included in the Group’s trade and bills receivables balance are
debtors with aggregate carrying amount of US$11,721,000 (31
December 2015: US$7,406,000) which are past due as at the
reporting date for which the Group has not provided for
impairment loss. These relate to a number of independent
customers of whom there is no recent history of default. Based on
past experience, the directors of the Company are of the opinion
that no provision for impairment is necessary in respect of these
balances as there has not been a significant change in credit
quality and the balances are still considered fully recoverable. The
Group does not hold any collateral over these balances.

As at 30 June 2016, trade receivables of US$20,222,000 (31
December 2015: US$23,144,000) were neither past due nor
impaired. These related to a large number of diversified customers
for whom there was no recent history of default.

During the period, the Group discounted part of its bills
receivables with full recourse to financial institutions. In the event
of default by the bills receivables, the Group was obliged to pay
the financial institutions the amount in default. Interest was
charged at 4.0% (Year ended 31 December 2015: 3.3%) per
annum on the proceeds received from the financial instructions
until the date the bills receivables pay. The Group was therefore
exposed to the risks of credit losses and late payment in respect of
the discounted bills.

The discounting transactions did not meet the requirements in IAS
39 for de-recognition of financial assets as the Group retains
substantially all of the risks and rewards of ownership of the
discounted bills receivables. At 30 June 2016, bills receivables of
US$7,322,000 (31 December 2015: US$4,235,000) continued to
be recognised in the Group’s financial statements even though
they have been legally transferred to the financial institutions. The
proceeds of the discounting transactions were included in
borrowings as asset-backed financing (note 14) until the bills
receivables were collected or the Group settles any losses suffered
by the financial institutions. At 30 June 2016, the asset-backed
financing liability related to discounted bills amounted to
US$7,322,000 (31 December 2015: US$4,235,000).

Because the bills receivables have been transferred to the financial
institutions legally, the Group did not have the authority to
determine the disposition of the bills receivables.
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BE—Z-—RFA=THLANEAR

For the six months ended 30 June 2016

ESREMEWRIEE) 13. Trade and Other Receivables (Continued)
RZTE—R"FANA=+TH EEEA As at 30 June 2016, certain bills receivables with a carrying
4,952,000 L (ZE—RAF+_HA=+— amount of US$4,952,000 (31 December 2015: US$5,225,000)
H :5,225,000% 7T) K& TEKEIRE K were pledged to secure bank borrowings (note 14). The carrying
HARERTEE B E14) - $E aE amount of the associated liability is US$6,000,000 (31 December
Y BRI {8 46,000,000F 0 (ZE—AF+ 2015: US$5,000,000).

— A=-+—H:5,000,000% 7c)

BE 14. Borrowings
—E-XRF —T—hHF
~NA=+H +—A=+—~H
30 June 31 December
2016 2015
FEx FET
Us$'000 US$'000
(REBERX) (&2 %)
(unaudited) (audited)
EERTEE Fixed-rate bank borrowings 36,192 28,490
FRIBITEE Variable-rate bank borrowings 59,885 57,246
BEERBE Assets-backed financing 7,322 4,235
103,399 89,971
FEEi Secured 62,822 58,981
7 3 A Unsecured 40,577 30,990
103,399 89,971
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HE-ZT— X F/NA=1+HLMEA Forthe six months ended 30 June 2016

14. BE(#E)

14. Borrowings (Continued)

—E-XF —E—HRF
NA=+H +=—A=+—H
30 June 31 December

2016 2015
FErx FEx
Us$'000 Us$'000
(REER) (BE=R)
(unaudited) (audited)
RITEE Bank borrowings 96,077 85,736
R—FREENEEERRE Assets-backed financing due within one
year 7,322 4,235
103,399 89,971
R—FRNEE Repayable within one year 103,399 88,881
—FUAEETBBHRE More than one year, but not exceeding
two years — 538
MELA BB AF More than two years, but not exceeding
five years — 552
103,399 89,971

NZZE—RNENA=tBR-_Z—AF+
—A=+—H ETHRTBEASEAL
SEETHBR AL ERAENEHEE
TRAEE  EETHERSBEREN
BELZHETBER - WAKEEERRZH
EREMBMEBRIZEREE -

AEETHEEEHEAETRENER
RRETHERNERGRKREETE -
AEERRREARAKBEBEREZEZR
E o IRITH A KATE ﬁﬁﬁ%\%%A
BR R E—R"FNA=Z+TAER=ZE
EF+ZA=+—HB IEERERER
AERHEE R -
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As at 30 June 2016 and 31 December 2015, certain banking
facilities are subject to the fulfillment of covenants relating to
certain financial position ratios of the Group, as are commonly
found in lending arrangements with financial institutions. If the
Group breaches the covenants, the drawn down facilities would
become repayable on demand.

The Group regularly monitors its compliance with these covenants,
makes repayments in accordance with the repayment schedule of the
term loans. The Group does not consider that it is probable for the
banks to exercise its discretion to demand repayment for as long as
the Group continues to meet these requirements. As at 30 June 2016
and 31 December 2015, none of the covenants relating to drawn
down facilities had been breached.
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HE-ZT—RXFXA=THIEAMEA Forthesix months ended 30 June 2016

14. BE (&) 14. Borrowings (Continued)
—E—XRF —ET—RF
AB=+H +t=-—A=+—8H
30 June 31 December
2016 2015
FE FEx
Us$'000 Us$'000
(REER) (LEZ)
(unaudited) (audited)

AT&EIERR: Represented by:

ARBETAREDES Borrowings in Renminbi (“RMB") 43,514 32,725

ELEE Borrowings in US$ 58,000 55,650

BILEE Borrowings in HK$ 1,885 1,596

103,399 88,971
ERENE: Effective interest rate per annum:

RITEE Bank borrowings 3.42% 3.38%
AEBEERE TROTFRERKER - The Group had pledged certain bank deposits and bills receivables
NRAEERITHERRITESRME to secure the banking facilities and bank borrowings of the Group.
R -ZEEHEBEERNREBHNER The carrying amounts of these assets pledged at the reporting
BHT: date are as follows:

—E—XRF —E—HF

NA=+H +t=-A=+—8H

30 June 31 December

2016 2015

FE FEx

Us$'000 Us$'000

(REER) (BT Z)

(unaudited) (audited)

BEEMRITEF K Pledged bank deposits 33,884 23,832

B 1 U R IR Pledged bills receivables 4,952 5,225

38,836 29,057
3K 0 4R 17 £ B40,577,000E T (ZF — The unsecured bank borrowings of US$40,577,000 (31 December
AF+=H=+—H :30,990,000% 7T ) B 2015: US$30,990,000) were guaranteed by the Company or

RARSAEEM B AREER - subsidiaries of the Group.
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BHE-T FXA=1+HIENMEA For the six months ended 30 June 2016
15. ESZ R HMt B FIR 15. Trade and Other Payables
—E—XF —T—AHF
ANB=+H +t=-A=+—8H
30 June 31 December
2016 2015
SRES o FET
Us$'000 Us$'000
(REER) (EE=Z)
(unaudited) (audited)
B 5 e 3R Trade payables 7,795 7,250
e R & Bills payables 7,321 4,235
JE A< % B Dividend payable 3,207 —
F b & 308 & FE FT 5K Other payables and accruals 11,406 11,192
29,729 22,677
BEZEZEH RBEHR A5EH Based on invoice date, the ageing analysis of the trade payables of
BSENFERNERESTAT the Group as at the end of the reporting date is as follows:

—E—XRF —T—F1EF
ANA=+H +t=ZA=+—H
30 June 31 December
2016 2015
Fxx FEx
Us$'000 Us$'000
(REER) (EE=%)
(unaudited) (audited)
Q0B AT 90 days or below 4,839 4,680
912180H 91-180 days 1,308 235
181£365H 181-365 days 203 1,288
H#3#E365H Over 365 days 1,445 1,047
7,795 7,250
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HE-ZT—RXFXA=THIEAMEA Forthesix months ended 30 June 2016
16. EAREAE 16. Capital Commitments
e =

~NA=+H +-—A=+—H
30 June 31 December

2016 2015

FEx FEx

US$'000 Us$'000

(REER) (&%)

(unaudited) (audited)

U T2 S EEH M RFTXHA  Capital commitments authorised and
BRI contracted for the acquisition of:

EmREE Intangible assets 4,312 4,562

BERF Construction and equipment 259 7,359

4,571 11,921

17. BERTRS 17. Related Party Transactions

HAA > AEBHEBEFT LIRS : During the period, the Group entered into the following

transactions with related parties:

BE-Z—XR§F HE_Z—hF
/\H:-'—H /\H:+E

L7518 B LERE A
Six months Six months
ended ended
30 June 2016 30 June 2015
FEx FEx
Us$'000 Us$'000
(REEER) CRigEZ)
(unaudited) (unaudited)
EEXS: Trading transactions:
ENREMNBARNIERS Processing fee expenses paid to a fellow
subsidiary 621 1,014
MRARMEAREE SR Purchase of goods from fellow
subsidiaries 2,499 234
HEmmx 5 : Other transactions:
EfERMBAAME SR Rental expenses paid to fellow
subsidiaries 23 23
1 B B A A Acquisition of an associate 5,085 —
BRRRXHEBEARBEBMEAY A  Consultancy fee income received from
fellow subsidiaries — 32
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HEZZ-—RFAA=THIEAREAR

17. BERRS (E)

17.

For the six months ended 30 June 2016

Related Party Transactions (Continued)

THEBNmRERARHAKRIFE The following balances were outstanding at the end of the
reporting period:
—NE —RF
ANA=+H +tZA=+—H
30 June 31 December
2016 2015
FEx FxT
US$'000 Us$'000
(REE&ER) (BE=R)
(unaudited) (audited)
EESNIENEIVE N Amounts owed by fellow subsidiaries 5,823 6,565

RAKEBARRE #5%?1%%5‘3%3%‘%1%
RENTRBMAEA THERAORBRK - K
BEREREER %E&A\F’Eﬁiﬁa
B o AL B EAF RXH B AT RKE
RIBRAFLEMEEG TERBETR
ZREREFEMER -

ARRAEFRR NLBEFTRHTIR
EREREERE-—RAEEBHET -

Hﬂm AEFBINFEEEEAB(BIA

NalEE)MF B A240,000E% T (B E=
T—RAFNA=F+HBIE/EA : 158,000
EJT) °
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The amounts owed by fellow subsidiaries represented the
advances to suppliers on the goods to be purchased or processing
services to be provided. The amounts outstanding are unsecured,
interest-free and repayable on demand. The Group has not made
any allowance for bad or doubtful debts in respect of amounts
owed by fellow subsidiaries nor have any guarantee been given or
received regarding related party transactions.

The directors of the Company are of the opinion that the above
related party transactions were conducted on normal commercial
terms and in the ordinary and usual course of business.

During the period, the remuneration paid to the Group’s key
management personnel, represented by the Company’s directors,
amounted to US$240,000 (six months ended 30 June 2015:
US$158,000).
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HAREE
RZZ—RFELANRA RARFEEM - R
BRIBIEXBERARIREADD
ERRAMABEZAE  REAMERER
FAARFBNF AR ERIERERR
R A2 ] ) 1= hOR 25 RU(EF

A RZEBE—HFN\A _‘HEI B 2R
VERINERFANER - R=-F—nh

F+A+THEA Tﬁiiﬂ%ﬁAW*
RW|TER - NFAAF - REAEREH
BN ERENERERRSERDRY
MEHERE —ERENEL - FikRA
BRTEEMNBEENDAREIOBE T (R
“E-RFERNAZTHORI0TAEET)
NEBEZEER - AKBECHRFRRE
FEOERBRSRNLER  EREE
RS HRREM ERHNRAEM

HARREAEBTHNEBEGZAFZRE -
AT - B PN 5= B R BE AT 5E 1 AT 1k 1B 45
TR R ANRE YL ER R R ERE
#E - ARRERBEEREZRE NG
HEARMERIRZ M & - TR R MO
A - ARRE B EEZEENE
B -MEEREARR HEE

TS -

&0 517

A ETE

191 HihEmEaE
R-E—NWE=ZA=-+N\H K&
B HEFEEKGE  ARE—IBE
BER ZX73MNBHRSRERIE
8,000,000 T E BN Bhn&
= 4858 /51,500,0003 TR B2 AR
R(ZRBHERAASEBEZREH
SHERERN ) o

AEERE U HARELBEAIRER
XA 2 FER R A FRE B RREIR

& %N F0% T £1,500,0003 7T °

18.

19.

HE-_ZT—XNENA=TRHIEAMEA Forthe six months ended 30 June 2016

Contingent liabilities

On 6 July 2015, the Company announced that according to an
announcement published by the holding company of Shenzhen
Neptunus Pharmaceutical Company Limited (the “Claimant”), the
Claimant, as the Plaintiff, has initiated legal proceedings (the
“Litigation”) against Ningbo Liwah Pharmaceutical Company
Limited (“Ningbo Liwah”), the Company’s subsidiary. On 24
August 2015, Ningbo Liwah received the writ in relation to the
Litigation. On 15 October 2015, Ningbo Liwah and the Claimant
exchanged evidences in the preliminary stage. In the Litigation,
the Claimant alleged that it had suffered certain losses due to the
use of ginkgo extract supplied by Ningbo Liwah in Claimant’s
products. The Claimant is therefore seeking damages of
approximately RMB70 million (approximately US$10.7 million as at
30 June 2016) from Ningbo Liwah, as well as relevant legal fees.
The Group has sought preliminary opinion on the Litigation from
its legal counsel in the PRC, who, based on the information
available as of the date of approval of the Interim Financial
Statements, is of the opinion that the amount claimed by the
Claimant is highly disputable. However, as the Group is not able to
reliably assess the amount of provision, the Group has not made
any provision against this Litigation. The Company will, in
accordance with the applicable laws, make every effort to protect
its interests and its shareholders’ interests, actively respond to the
case and defend its position vigorously. The Company will closely
monitor the development of this matter and make further
announcements if and when there are any significant
developments in relation to it.

Fair Value Measurements

19.1 Other Financial Liabilities
On 28 March 2014, the Group reached an agreement with
Novartis to acquire a pharmaceutical product. The total cash
consideration of the transaction comprised an upfront
payment of US$8,000,000, plus additional milestone
payments of a total maximum amount of US$1,500,000,
which would be linked to the sales amount achieved by the
Group subsequently.

The potential undiscounted amount of all future payments
that the Group could be required to make under this
contingent consideration arrangement is between US$0 and
US$1,500,000.
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HE-ZT— X F/NA=1+HLMEA Forthe six months ended 30 June 2016

19. AV ETEGE)

191 HitSBEEA)
TR2IR-FB—AFXA=+H
MERGEEEBRRERA  REA
FEBRRERESEEELRT
EBNSRMEE - DPEBERE
AT 31

F1H . HRBEERABRMSH
HBECREHAR)

F28 . REERFBIRAEEN
HEAINT EEZ (BIRE
RS REEBNBEERSG
H)BEROBARE R
F3: BREEAFERABER

MIZBEEAZUR (T
AERBARE) -

19. Fair Value Measurements (Continued)
19.1 Other Financial Liabilities (Continued)
The following table presents financial liabilities included in
the condensed consolidated statement of financial position
as at 30 June 2016 measuring at fair value on a recurring
basis according to the fair value hierarchy. The fair value
hierarchy has the following levels:

Level 1:

Level 2:

Level 3:

quoted prices (unadjusted) in active markets for
identical assets;

inputs other than quoted prices included within
Level 1 that are observable for the asset, either
directly (i.e. as prices) or indirectly (i.e. derived
from prices); and

inputs for the asset that are not based on
observable market data (unobservable inputs).

1R/ 28k FE3IR st
Level 1 Level 2 Level 3 Total
FTExx FTEXEx FTExR FTE=R
US$'000 USS$'000 US$'000 US$'000

—E-REANA=TH 30 June 2016 (unaudited)

(REEZ)
aE: Liabilities:
BAFEFTAERHD Financial liabilities at fair value
TRBE through profit or loss
— HEHhemaE — Other financial liabilities

— — 1,198 1,198

— — 1,198 1,198

—HFE+=ZHA=+—H 31 December 2015 (audited)

(EFE=Z)
BE: Liabilities:
EAFEFABEZRN Financial liabilities at fair value
TRBE through profit or loss
— HhemaE — Other financial liabilities = = 1,170 1,170
— — 1,170 1,170
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HE-_ZT—XNENA=TRHIEAMEA Forthe six months ended 30 June 2016

19. XV EFEA)
191 Hit & m A E (&)

19. Fair Value Measurements (Continued)
19.1 Other Financial Liabilities (Continued)

ZARENRFEDERUERES
mAE - RPEDHERE T AIE
EN2H(BREEREX HEHE
FHMEMEERERNNEE
T REFEANABRBARER
ZEBABBREIARERFED

The fair value of the contingent consideration was estimated
by applying the discounted cash flow. The determination of
fair value is based on certain parameters including the
discount rate, the probability of sales achievement and the
period of sales achievement, which are unobservable. The
significant unobservable inputs and relationship of these

FMEBETET: inputs to fair value contingent consideration are shown as
below:
FHBEE AR Relationship of
EXFIEHE BEHAFEN Significant unobservable input(s) to
wAgE ZREA unobservable input(s) fair value
4.7% K 8538 =& BIREBE - 8l Discount rate of 4.7% The higher the discount rate,
N EBE - the lower the fair value.
HEFRERNG HEFEEZFOH Probability of sales The higher the probability of
= B1100% RHs - A achievement, which is sales achievement, the
FEMS - 100% higher the fair value.
HEFEERD Hﬁ H & R E R A HA Period of sales The earlier the period of sales
R == MR - 8ln achievement, which are achievement, the higher
TERZFZ FEME - year 2020 and year the fair value.
=% 2023

EAHHthﬁﬂi?dﬁliti%ﬁEEMEﬁéﬁﬁ

R L EE -

HAMGERMLEZEE -

HIA & AR 2 F O 8 3 o

No gain or loss relating to this contingent consideration has
been recognised in profit or loss for the period.

There were no changes in valuation techniques during the
period.

There were no transfers between levels during the period.
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19. Fair Value Measurements (Continued)
19.1 Other Financial Liabilities (Continued)

The financial liabilities classified in level 3 use valuation
techniques based on significant inputs that are not based on
observable market data. The financial instruments within this
level are reconciled from opening to closing balances as
follows:

—B-XRF —E-RF
AA=tHB +-A=+—H
30 June 31 December
2016 2015
FEx FEx
Us$'000 Us$'000
(REER) (= =%)
(unaudited) (audited)
=8 Liabilities
BRAFEFABZ Financial liabilities at fair value through
THAaE: profit or loss:
R—H—H At 1 January 1,170 1,116
P8 &5 0 BR B9 37 3R 1B 1 Unwinding of discount on provision
(Fft=E7) charged to profit or loss (note 7) 28 54
1,198 1,170
TESmMIA 19.2 Derivative Financial Instruments
RZZE—-—R"F=A=+WMA ' &A On 24 March 2016, Lansen Pharmaceutical Holdings Limited
Al—RREBERRHEEIMA T (“Lansen BVI”), a company incorporated in the BVI and
MEEZ2EAQR  BAABHIERE wholly and directly owned by the Company signed a sale

RARIBVI) ([BAEBVI) 2T TR
W% - WEBCIHE T A B) # X A%
BRAE ([HER ) #19.1%H# - K
B A AR 3308 8 (¥ &
5,085,000%7T) - HAARK28.08
BrhABES ARBESHEAKE
BEEERAERAAEPEETR
z]g o
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and purchase agreement to acquire approximately 19.1%
equity interest in Haotian Holdings Limited (“Haotian”), the
subsidiary of CIH, at a consideration of RMB33.0 million
(approximately US$5,085,000) of which RMB28.0 million is
in cash and RMB5 million by way of consideration shares in
entire issued share capital of Natural Dailyhealth Tech
Limited.
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19. Fair Value Measurements (Continued)
19.2 Derivative Financial Instruments (Continued)

RIERBEWZ ZE—XRF=A1
_+hEéBMHWWEH%ﬁ

BAAEBVIRI 25 (MEBA R A
TEHITE MR MDRE  miEKE
EBBTOEE _HRERMD - M
R ZE-RE=A-tHmEE %
BM101% R - B FaesRIE
BEREEZBROOEZTEB
30% (BN R B HA#E) o

B—FE B RF=ZA=-+
MEMSE —EREFERBN=1EH
R ([1TREER]) - B REFITHER
THEARER R - EoRaE KA B
G EEEEEPREBVIZEAENED
R (TRESDITHE) - HERIE
FEfTREZEBERONEAR - LEE
FRMAEESFHERHE - B
EBVIZETERGHENEEHE
S HE o Q04K BA A BVIAI i K £ 75 [
B RBAUETEBZAE M
R AT RO HARE -

Pursuant to the subscription agreement, and at any time
within 15 months from 29 March 2016, Lansen BVI shall
have the sole discretion but not the obligation to subscribe
for, and Haotian shall have the obligation to issue and allot,
the second tranche subscription shares, in aggregate with
the acquired equity interest of 19.1% on 24 March 2016,
own up to 30% of the enlarged issued share capital of
Haotian, which is the call option.

On the other hand, at any time during the period of three
months commencing immediately after the second
anniversary of 24 March 2016 (the “Put Option Period”),
Haotian is entitled to exercise the put option to require
Haotian to purchase all (but not part) of the subscription
shares then held by Lansen BVI at the put option strike price.
Haotian shall pay the put option strike price in cash to the
Group within six months from the date of the exercise of the
put option. The exercise of the put option is at the absolute
discretion of Lansen BVI. The put option can be exercised at
any time prior to the commencement of the Put Option
Period if mutually agreed by Lansen BVI and Haotian.
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HE-ZT— X F/NA=1+HLMEA Forthe six months ended 30 June 2016
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19. Fair Value Measurements (Continued)
19.2 Derivative Financial Instruments (Continued)

The derivative financial instruments are stated at fair values
by using the binomial model, the following table presents
derivative financial instruments included in the condensed
consolidated statement of financial position as at 30 June
2016 measuring at fair value on a recurring basis according
to the fair value hierarchy. The fair value hierarchy has the
following levels:

Level 1: quoted prices (unadjusted) in active markets for
identical assets;

Level 2: inputs other than quoted prices included within
Level 1 that are observable for the asset, either
directly (i.e. as prices) or indirectly (i.e. derived
from prices); and

Level 3: inputs for the asset that are not based on
observable market data (unobservable inputs).

EI1R E28K E3K st
Level 1 Level 2 Level 3 Total
FTErx FTE=xn TFTER TE=R
US$'000 US$'000 US$'000 US$'000

—E—RFANA=1H 30 June 2016 (unaudited)

(REEZ)

BE: Assets:
BAFEFAEZRA LR Financial assets at fair value
BE through profit or loss

— TE2mTHE — derivative financial

— — 3,035 3,035

— — 3,035 3,035

R-E-—RF+_A=+—HLE
ZETEERITA -
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There were no such derivative financial instruments as at 31
December 2015.
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19. Fair Value Measurements (Continued)
19.2 Derivative Financial Instruments (Continued)

NEEDERE THAIBR2EH (B
75 B B B R AR AR (0 (B A& 9 T8
HRIE)ETE - Z2FEATITEER
BASBBEREAT

EARH

HEBGAHE

REoE

AERHE®R AR¥30,163,1487T
F(LRR) Hﬁz—i 0%

8 2K 18 65.973%

ARG E®R  AKRS52,854,6917T
kAR
83,017,8397T2

FEBREWEE 0%

8 B 18 53.562%

' REBHRAREITE -
RBHECEITE -

AR (DB EFS5% - BlIfTA S
BT AN FEEEZEINE 133,000
7T - ARG ERTES% @ 8l
MESBMTEATEBEES RO
117,0003€ JT °

%Eﬁﬁi&m%LﬂS% BISTHE SR T

N 1EBE R £234,000%
JC 0 1 T8 BR R UE N BK5% ¢ BIFTAE
cMIAATEEBEZEMNY
230,000 T °

FlB B U = = EF5% - BIFT4E
tRMITEAFEEBEZ R DY
35,0003 7t °

The determination of fair value is based on certain
parameters including underlying share price, annualised
dividend yield and expected volatility, which are
unobservable. The significant unobservable inputs are
shown as below:

Significant
unobservable input(s)

Call option

Underlying share price RMB30,163,148
Annualised dividend yield 0%

Expected volatility 65.973%

Put option
Underlying share price RMB52,854,691" and
RMB83,017,8392

Annualised dividend yield 0%
Expected volatility 53.562%

' The call option has not been exercised.
2 The call option has been exercised.

Increased underlying share price by 5% would increase the
fair value loss on derivative financial instruments by
approximately US$133,000 whilst decreased underlying
share price by 5% would decrease in fair value loss on
derivative financial instruments by approximately
US$117,000.

Increased expected volatility by 5% would decrease the fair
value loss on derivative financial instruments by
approximately US$234,000 whilst decreased expected
volatility by 5% would increase in fair value loss on
derivative financial instruments by approximately
US$230,000.

Increased annualised dividend yield by 5% would decrease
the fair value loss on derivative financial instruments by
approximately US$35,000.
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19.

Fair Value Measurements (Continued)

19.2 Derivative Financial Instruments (Continued)
The financial assets classified in level 3 use valuation
techniques based on significant inputs that are not based on
observable market data. The financial instruments within this
level are reconciled from opening to closing balances as

T follows:
—B-XRF —E-RF
ARA=EtTH +ZA=+—H
30 June 31 December
2016 2015
FErx FEx
Us$'000 Us$'000
(RE&ER) (=)
(unaudited) (audited)
BE Assets
ZAFEFFABZALE  Finandal assets at fair value through
BE: profit or loss:
R—H—H At 1 January — —
NE Addition 3,194 =
PTESR T AEAFEEIE  Fair value loss on derivative financial
instruments (159) =
3,035 —

PTE SR T E QY EEE159,000
ETTERHRNEBEZPER -

HA N & A 2 T 3F 48 o 3 -

HREAHKRESR

BRE ARE26,920,0007TREFE —#t
fERI09%BEER_ZE—"FLA+=
BRTHOBRRSNAS EELE - KR
T—XRNEFELATMB  BRXBETHHESE
“HREE Z2109% I 2 I FRAAE
BVI - BE RFRIZZF —HREZRENR
T-XNENLA=+THAIE -
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20.

Fair value loss on derivative financial instruments of
US$159,000 has been recognised in profit or loss for the
period.

There were no transfers between levels during the period.

Event After The Reporting Date

The subscription of additional 10.9% equity interest in Haotian at
a consideration of RMB26,920,000 was approved at the
extraordinary general meeting held on 13 July 2016. On 14 July
2016, Haotian issued the shares in relation to the subscription of
additional 10.9% equity interest to Lansen BVI. Haotian agreed
that the consideration for the additional equity interest would be
fully settled not later than 30 September 2016.
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