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REGISTERED OFFICE
Clifton House

75 Fort Street

P.O. Box 1350

Grand Cayman
KY1-1108

Cayman lIslands

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)
Harnest & Garner (China)

Estera Trust (Cayman Islands)

PRINCIPAL BANKERS
Agricultural Bank of China
Bank of China

China Construction Bank
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Standard Chartered Bank
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P.O. Box 1350

Clifton House

75 Fort Street

Grand Cayman

KY1-1108

Cayman Islands

HONG KONG SHARE REGISTRAR
Tricor Investor Services Limited

Level 22, Hopewell Centre

183 Queen’s Road East

Hong Kong

STOCK CODE
503

WEBSITE

www.lansen.com.cn

CORPORATE CONTACT INFORMATION FOR
SHAREHOLDERS AND INVESTORS

Hong Kong
Please contact our Company Secretary at:
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Financial Highlights

BE-_Z—tF HEZZT—X<F
ANRA=THL NAZTHIE
AEA 7 A b))
Six months Six months
ended ended
30 June 2017 30 June 2016 Change
¥EBE(TER): Results (US$'000):
WA Revenue 50,465 49,269 2.4%
S Gross profit 29,009 28,991 0.1%
£ T Profit from operations 8,181 9,026 -9.4%
B PS50 Al A Profit before income tax 23,918 7,133 235.3%
RREVHER AT Profit attributable to owners
of the Company 22,225 5,371 313.8%
BFIgeD Profitability:
ETES Gross profit margin 57.5% 58.8% -1.3%
#F) 2 Net profit margin 44.0% 10.9% 33.1%
BREREF Basic earnings per share
(Z=A) (US cents) 5.4 1.3 4.1
—E—+F —E-RF
ANA=1+H +=—A=+—H
30 June 31 December
2017 2016
BBEMRR(FETT): Financial Position (US$°000):
BEE Total assets 238,068 222,762 6.9%
RNATHE ANE(h R Equity attributable to owners
of the Company 105,980 90,376 17.3%
BEE Total liabilities 132,088 132,386 02%
EEMRITIFER Pledged bank deposits 31,582 27,095 16.6%
RekReEEY Cash and cash equivalents 23,049 10,102 128.2%
REESMRR Liquidity:
mENEE () Current ratio (times) 1.1 0.9 0.2
FE R R Net debt-to-equity ratio* 38.7% 75.1% -36.4%
* Net debt-to-equity ratio = (Borrowings — pledged bank deposits — cash and cash equivalents)/Total equity

* FaERELX=(BE-BERRTER - R RRLSEY) R
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Management Discussion and Analysis
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Lansen Pharmaceutical Holdings Limited (the “Company”) and its
subsidiaries (hereinafter collectively known as “Lansen” or the “Group”)
are primarily engaged 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 People’s Republic
of China (the “PRC"), while some of the plant extract products are
exported to overseas markets.

Because of the adjustments made in 2016, the principal business of the
Group has shown good growth momentum. The Group has continued
its efforts to absorb innovative ideas, pursue an open corporate culture,
develop a professional platform and provide effective services, and
has further integrated its resources and optimised its management
procedure and corporate structure. It has continued to actively develop
its businesses in the three directions of pharmaceutical, medical
cosmetics and natural healthcare with an aim to transition within a
short period into a well-recognised and reputable comprehensive “all-
round healthcare” group.

Business Review

The Group recorded revenue of approximately US$50.5 million for
the six months ended 30 June 2017 (Six months ended 30 June
2016: US$49.3 million), representing an increase of 2.4% over the
corresponding period last year despite the 4.9% RMB devaluation
against the US dollar. Profit for the period was approximately US$22.2
million (Six months ended 30 June 2016: US$5.4 million), representing
a significant increase over the corresponding period last year. It was
mainly due to the effect of one-off factors: (1) the disposal of 4,175,000
shares in an associate, Zhejiang Starry Pharmaceutical Company Limited
(“Starry”), representing approximately 3.48% equity interest of Starry,
at a price of RMB43.11 per share, pursuant to which, an aggregate
disposal proceeds of RMB180.0 million (equivalent to approximately
US$26.1 million) were obtained, and the Group recorded a gain on
partial disposal of an associate of US$15.4 million (after tax); (2) the
insurance claim and the interest of RMB17.6 million in respect of the
damaged inventories of Ningbo Liwah Plant Extraction Technology
Limited (“Liwah Plant Extract”) and Ningbo Liwah Pharmaceutical
Company Limited (“Ningbo Liwah"”) due to the flood caused by a
rainstorm in Ningbo, the PRC in September 2015 while the Group had
written off relevant inventory loss of RMB26.7 million (equivalent to
approximately US$4.3 million) in 2015.
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Management Discussion and Analysis

The revenue of the pharmaceuticals segment increased by 27.3%
over the corresponding period last year, while this segment’s profit
increased by 43.2%. Lansen’s specialty pharmaceutical products
(Pafulin, mycophenolate mofetil dispersible tablets and leflunomide
tablets) recorded a total revenue of approximately US$31.6 million
(Six months ended 30 June 2016: approximately US$24.7 million),
representing an increase of 28.3% over the corresponding period last
year. Our other featured pharmaceutical products, including Bazhenkeli,
Dingpeng Cream, Compound Glycyrrhiza Oral Solution, etc. recorded
a total revenue of approximately US$6.0 million (Six months ended
30 June 2016: approximately US$4.8 million), increasing by 22.3% as
compared with the corresponding period last year.

The revenue of medical cosmetic segment decreased by US$5.3 million
over the corresponding period last year, while this segment’s profit
decreased by US$4.7 million. The main reason for the decline was
because the market inventories of the new product Fillderm is still in
the digestion stage. At the same time, both Comfy Dressing Collagen
("Kefumei”) and Yuze recorded noticeable sales growth of 54.8% and
56.5% respectively over the same period last year.

The Group has developed its healthcare business via the platform of
Natural Dailyhealth Holdings Limited (“Natural Dailyhealth”). Due to
structural and capacity adjustments, in the first half of this year, revenue
and segment’s profit from this platform (including plant extracts and
healthcare products) decreased by US$1.6 million and US$0.7 million
respectively as compared with the corresponding period last year.

The performance of Starry improved with the revenue increasing
by 10.8% to RMB397.1 million (Six months ended 30 June 2016:
RMB358.4 million). The net profit increased by 12.6% to RMB54.3
million (Six months ended 30 June 2016: RMB48.2 million). However,
on 15 March 2017, the Group disposed of a total of 4,175,000 shares
in Starry. As a result of which, the Group's equity interest in the Starry
has decreased from 16.13% to 12.65% and thus, during the period,
the Group’s share of associates’ post-tax profit is at a similar level to
the corresponding period last year (Six months ended 30 June 2017:
US$1.1 million; Six months ended 30 June 2016: US$1.1 million).

% % BR 72 ] Lansen Pharmaceutical Holdings Limited 7
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Management Discussion and Analysis
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Pharmaceutical segment

With the deepening of medical reform, the implementation of policies
including two-invoices system, zero-profit drug policy, control on
proportion of drugs and medical expenditure of medical insurance,
quality consistency evaluation, centralised bargaining procurement by
medical combination of medical treatment centres has brought new
opportunities and challenges for the industry. The pharmaceutical
enterprises will face greater downward pressure on prices compared
with the past. The industry shuffling will be accelerated. The market
structure will be gradually reconstructed. With the medical reform
entering a crucial phase, it's necessary for the medicine segment to
further push forward reform and innovation, so as to provide strong
support for the construction of “Healthy China”.

Pursuant to Several Opinions Concerning Further Reforms and
Improvements of the Policies Governing Drug Production, Circulation
and Usage ((BARNE—PREXTEZEREERBERURNETE
H.) ) issued by the General Office of the State Council in January
2017, "two-invoices system” of medicine purchase and sale across
the country is targeted to be implemented by 2018. Currently, the
relevant authorities of over 20 provinces, autonomous regions and
municipalities have formally issued the implementation programmes (on
trial) on developing the two-invoices system of medicine procurement.
The implementation of two-invoices system will affect various industry
players including medicine manufacturers and medicine distribution
enterprises. The medicine circulation enterprises will face integration
and the medicine manufacturers will also face marketing and promotion
reforms.

Under this industry environment, the Group will take advantage
of the trend, further integrate its sales channels, and improve the
risk resistance capacity by strengthening cooperation with leading
enterprises in the distribution segments including Sinopharm Group,
Shanghai Pharma and CR Pharmaceutical. Meanwhile, the Group
improves internal management, optimises allocation of resources,
adheres to professional and academic medical marketing approach,
and strengthens multiple channels so as to provide quality products
and services.
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Management Discussion and Analysis

Meanwhile, the Group maintained its leading position in the
rheumatology and autoimmune segment while the core product Pafulin
sustained steady growth. Research projects, including identifying
more treatment indications and internationalisation, were continually
being emphasised for Pafulin. The Group also kept investing in the
dermatology segment.

Currently, emphasis on the development of traditional Chinese
medicine has been set as a national strategy. Therefore, the traditional
Chinese medicine industry has a promising future. The Group will fully
explore the rich product resources of Chinese patent medicine held
by its subsidiary, Ningbo Liwah, by devoting more resources to the
other featured pharmaceutical products such as Bazhenkeli, Dingpeng
Cream, Compound Glycyrrhiza Oral Solution, and develop new sales
channels including small and medium-size hospitals, retailers, OTC and
e-commerce, so as to further enhance the sales and profitability of the
Group's pharmaceutical segment.

Medical cosmetics segment

Currently, the medical cosmetics industry has become one of the hot
consumption areas with a large and rapidly developing market. The
development of medical technique, safer medical treatments and
more effective outcomes are attracting more consumers. In view of
these trends, the Group has firmly accelerated its pace of developing
its medical cosmetics platform and put great efforts into proactively
enriching its medical cosmetics product line to ensure the long-term
and rapid development and good returns from its medical cosmetics
platform.

The Group’s cosmeceutical product, Yuze, can be used to treat various
skin problems (including but not limited to desquamation, dryness and
itchiness, wrinkles, pachylosis, acne, tingling and red inflammation
symptoms). As a mild product that has been verified to be effective by
abundant scientific tests, Yuze has been recording rapid growth and
has further strengthened its brand advantage upon achieving success
in expanding into paediatrics and other new fields recently.

BA A 22 %37 B A5 R A &) Lansen Pharmaceutical Holdings Limited 9
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Management Discussion and Analysis
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As for Fillderm, there exists both development opportunities and
pressure as the competition in the injection type filler industry is
getting fiercer, while the understanding and utilisation of collagen is
still in the initial stage and demands further development, education
and cultivation. For this product, the Group has been upholding and
strictly adhering to three basic principles, namely “qualified institutions
plus professional management”, “compliance and premium product”
and “certified and brilliant medical talent”, so as to give full play to
its principle properties, and meet the target consumers’ anti-aging
needs and enhance competitiveness by positioning it as a professional,

high quailty product.
Kefumei maintained a relatively rapid growth in the first half.

Bribrilliant, our new distribution brand that established partnership with
us in 2017, has provided support to our Group in the fields of medical
cosmetics and life cosmetology by virtue of its strong biotechnology
background and distinguished research and development background.
It is believed that such support will strengthen our bonding with medical
cosmetic consumers.

Healthcare segment

Currently, the application of plant extracts has expanded from traditional
medicine and food to health food, food additives, cosmetics and feed
supplements. The regulatory authorities in the PRC are also speeding
up the perfection of the plant extract standard system in order to
regulate and improve the plant extract industry. In the future, the
plant extract industry will become more standardised 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, in 2016, the Group
announced further capital contribution to Natural Dailyhealth to jointly
develop plant extract and healthcare product business using Natural
Dailyhealth as a platform. In the future, the Group’s main sales direction
will continue to be major products. The Group will make use of
the complementary strengths of Lansen and Natural Dailyhealth, to
expedite technology transformation, actively conduct the design and
production of quality standard products and lay a solid foundation for
the long-term development of our healthcare platform.
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Management Discussion and Analysis

Starry

In early 2016, Starry, an associate of the Group, was successfully listed
on the Shanghai Stock Exchange with stock code of 603520. Lansen
Investments (Hong Kong) Limited and Full Keen Limited, the subsidiaries
of the Group, held an aggregate of 19,350,000 shares in Starry,
representing 16.13% of the total share capital of Starry. Pursuant to
relevant rules of the Shanghai Stock Exchange, the holding of shares
in Starry (“Starry Shares”) is subject to a one-year lock-up period from
the date of listing of Starry on 9 March 2016, expiring on 8 March
2017. As stated in the listing prospectus of Starry, the Group further
undertook that within the period of two years immediately following
expiry of the lock-up, they would not dispose of more than 50% of
their aggregate interests in Starry in each year, with reference to their
aggregate interests as of the last trading day of the preceding year.

The Group disclosed its share deduction plan (“Share Reduction Plan”)
in an announcement headed “Inside information in relation to share
reduction plan of Starry” dated 9 March 2017. The Group would
dispose of not more than 9,675,000 Starry Shares through block trade
sales, centralised competitive bidding system or transfer agreement on
the Shanghai Stock Exchange for a period of six months commencing
on the third trading day immediately following 10 March 2017, the
date of Starry’s announcement of the Share Reduction Plan. On 15
March 2017, the Group disposed of an aggregate of 4,175,000 Starry
Shares, representing approximately 3.48% interest of Starry, at a
price of RMB43.11 per Starry Share, pursuant to which, an aggregate
disposal proceeds of RMB180.0 million (equivalent to approximately
US$26.1 million) were obtained. The Group recorded a gain on partial
disposal of an associate of US$15.4 million (after tax). After the
disposal, Lansen still holds 15,175,000 Starry Shares, representing
approximately 12.65% interest of Starry. The carrying amount of these
shares as at 30 June 2017 was US$26.6 million, as compared with
the market value of US$70.31 million calculated based on the closing
price of Starry of RMB31.39 as at 30 June 2017.

The Group may further dispose of the Starry Shares under the Share
Reduction Plan, subject to prevailing market price of the Starry Shares
and general conditions of the stock market, as well as the restrictions
set out in the Share Reduction Plan. The Group will comply with the
applicable requirements under the Rules Governing the Listing of
Securities on the Stock Exchange of Hong Kong Limited (the “Listing
Rules”) accordingly and make further announcement(s) in this regard
as and when appropriate.
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Outlook

Currently China is deepening the “supply-side” structural reform,
and the overall economy has entered the “new normal” and the
“shifting period”. The pharmaceutical and medical industries will
continue to deepen reform, including reforming the hospital and
doctor management model, continuously reducing the drug price and
medical expenses, cutting down distribution intermediates, improving
the availability of medical resources to average persons, standardising
the selling process of drugs, improving the operating environment of
the pharmaceutical industry, strengthening the supervision with strict
standards, and lifting the strategic status of the traditional Chinese
medicine. It is expected that the aforesaid reform measures will have
a profound impact on the development of the pharmaceutical industry
for a very long period. The pharmaceutical enterprises are facing risks
and at the same time, huge opportunities.

Under the new circumstances, the Group will make strategic
adjustments and changes in active response to actual situations. In
terms of the pharmaceutical business, the Group will, on one hand,
focus on the specialty pharmaceuticals (Pafulin, Sicorten Plus, etc.) for
the rheumatology and dermatology and autoimmune market segments
with the support of the “all-round immunity and all-round healthcare”
strategy. On the other hand, the Group will give play to its advantages
in the Chinese patent medicines, increase the investment in other
featured pharmaceuticals such as Bazhenkeli, Qixuekang Oral Solution,
Dingpeng Cream and Compound Glycyrrhiza Oral Solution. It will also
actively develop new sales channels such as small and medium-size
hospitals, retail terminals, OTC and e-commerce and expand new
markets based on core hospital brand and academic advantages by
restructuring its resources and rebuilding the marketing mode and
team, in order to further enhance the sales volume and profitability
of the pharmaceutical sector of the Group. Meanwhile, the Group
will also face great challenges and difficulties during the reform and
transition. The Company has fully anticipated and prepared for the
possible impact in the short run as a result of structural changes.

In the field of medical cosmetics, the Group will further integrate
resources and form synergistic effect of products, focus on improving
product quality and service performance, and consolidate our
cooperative and “win-win” relationships with medical institutions
within large and medium-sized cities in the medical cosmetics segment.
In terms of new product introduction, the Group will further seek and
introduce new brands and products that suit our development plan
to ensure these products form a vertical chain development with our
existing products, thus ultimately broaden our revenue sources.
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Management Discussion and Analysis

As for the field of healthcare products, the Group aims to capture
the medium and high-end markets with quality and strict standards,
emphasising major products and customers while strengthening product
qualifications and brand advantages to increase its current market
share. Meanwhile, it will also actively push forward the application for
new healthcare products and commencement of production, in order
to lay a solid foundation for the development of the terminal market
for healthcare products.

Overall, the changing market environment continues to bring numerous
challenges, as well as opportunities to the Group. The Group will make
further changes in its distribution network and review its product
portfolio and development pipeline to withstand the fast-changing
market environment. Such review may lead to provisions on products
or products under development that no longer offer market potential.
Fees and expenses will increase relative to that in the first half. All these
factors will add pressure to the Group’s underlying profits.

Financial Review

Revenue

For the six months ended 30 June 2017, the Group recorded a revenue
of US$50.5 million (Six months ended 30 June 2016: US$49.3 million),
representing an increase of 2.4% over the corresponding period
last year. For the six months ended 30 June 2017, revenue from
pharmaceuticals amounted to US$37.6 million (Six months ended 30
June 2016: US$29.5 million), representing an increase of 27.3% over
the corresponding period last year. Revenue from medical cosmetics
products amounted to US$7.9 million (Six months ended 30 June 2016:
US$13.2 million), representing a decrease of US$5.3 million over the
corresponding period last year. Revenue from healthcare products
(including plant extracts and healthcare products) amounted to US$5.0
million (Six months ended 30 June 2016: US$6.6 million), representing
a decrease of US$1.6 million over the corresponding period last year.

Lansen’s specialty pharmaceuticals (Pafulin, mycophenolate mofetil
dispersible tablets and leflunomide tablets) recorded a total revenue
of US$31.6 million (Six months ended 30 June 2016: approximately
US$24.7 million), with an increase of 28.3% compared with the
corresponding period last year.

Gross profit

For the six months ended 30 June 2017, the Group recorded a gross
profit of US$29.0 million (Six months ended 30 June 2016: US$29.0
million), maintaining at a similar level to the corresponding period
last year. For the six months ended 30 June 2017, the overall gross
profit margin of the Group was 57.5% (Six months ended 30 June
2016: 58.8%), roughly same as that of the corresponding period last
year. The effect of Pafulin price cuts was offset by the decrease of
raw material prices.
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Selling and distribution expenses

For the six months ended 30 June 2017, the selling and distribution
expenses of the Group increased by 11.8% to US$16.2 million from
US$14.5 million for the corresponding period last year. The expense
ratio increased from 29.3% for the corresponding period last year to
32.0%. This was mainly due to the different product portfolios between
two periods, and there would be no obvious changes if excluding the
effect of product structure adjustments.

Administrative expenses

For the six months ended 30 June 2017, the administrative expenses
of the Group decreased by 21.6% to US$5.4 million from US$6.9
million for the corresponding period last year.

Finance costs

For the six months ended 30 June 2017, finance costs of the Group
increased by US$0.4 million. This was mainly due to the debt structure
adjustments which resulted in the increase of the weighted average
interest rate to 4.02% from 3.42% in the corresponding period last
year, the effect of which had been mitigated by the decrease in the
average bank borrowings during the period.
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Management Discussion and Analysis

Profit attributable to owners of the Company

The profit attributable to owners of the Company for the six months
ended 30 June 2017 amounted to US$22.2 million, representing an
increase of US$16.8 million from US$5.4 million in the corresponding
period last year.

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 2017, the net current assets of the Group were
approximately US$9.9 million (31 December 2016: net current liabilities
of US$13.5 million) and the current ratio was 1.1 (31 December 2016:
0.9).

As at 30 June 2017, the Group’s cash and cash equivalents amounted
to US$23.0 million (31 December 2016: US$10.1 million). As at 30
June 2017, the Group had pledged bank deposits of US$31.6 million
(31 December 2016: US$27.1 million) to secure banking facilities and
bank borrowings of a fellow subsidiary and the Group.

The Group's borrowings as at 30 June 2017 amounted to US$95.6
million (31 December 2016: US$105.1 million), which were fully
repayable within 1 year (31 December 2016: repayable within 1 year).
As at 30 June 2017, the Group’s net debt-to-equity ratio was 38.7%
(31 December 2016: 75.1%), 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.




BIRE W oA

Management Discussion and Analysis

BEEERKR

RZE—+F A=+ BFRETERNE
WEE > REEA362B8F (T —RF
+-—A=+—H8: 31 18EEX)RAIAZ LT
BREMEIIBEEEZL(ZE—AR"F+ZA=+
—H 100 1EEET) ERAEEESRT
BMEMBTEERRARHBARISRITEER
TEHIIERIE o

BAREE

MR-ZZ—+FA=1H  AEEAFDFHE
MABENEAMYABOTEEEIL(ZZE—X
F+-A=+—H:07E88=1T)°

HREE

A
RZZE-—RFLANRA AREEM - RIFR
YWETHEEZERAR(READWERQBM
TEzRE  REAWERRE)AARARNT
NE R ERAEFEFA(HFR] - R=F
—EFNAZTOA - ERIERDBBEFL
WER R-_FT-—AFTATHER  BERIE
MREAVIERIBTEE - RFRH - REA
ERAERIERENERERREERIY
MEBPERXERENELR - AR RAERTE
ERBENAREIOBEET(R_ZE—1LFRX
A=1TB#HR103B&EET) RIBERER -
AEECHFRAEPEEZRERSRKER
ERBEATHMBHRRBMNBRRER @ &
REMSAMASERFEEEHER - REBZX
REFEER REANMAKNKES A BEREER
REETHAR o WS  ARETHFHNEE
TR REAREBEXNEBERELRADZA
SR EEEMRE  BESBE(WA)ER
P BUBORRETE » Bt - AEBIRBER SR
BELE  AEEDOEY ERZFAELE
A - ARBERBEREZRENGERT
NEBRZ Mz @ BEREFLHRR - AR
AR B BT ENER - MAEEREAE
B’ BeassiTiEag -

Charges on assets

As at 30 June 2017, certain bank deposits and bills receivables in
an aggregate carrying amount of US$36.2 million (31 December
2016: US$31.1 million) and Starry’s listed shares with market value
amounting to US$39.4 million (31 December 2016: US$100.1 million)
were pledged to secure banking facilities and bank borrowings of the
Group and bank borrowings of a fellow subsidiary.

Capital commitment

As at 30 June 2017, the Group’s capital expenditure contracted but
not provided for amounted to US$0.7 million (31 December 2016:
US$0.7 million).

Contingent liabilities

Litigation

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$10.3
million as at 30 June 2017) from Ningbo Liwah, as well as relevant
legal fees. The Group has sought opinion on the Litigation from its
legal counsel in the PRC. Based on the information available as of the
date of the Interim Financial Statements, the Group have been advised
by the legal counsel that the judgement would be pronounced soon.
According to the legal counsel, it is possible that the Claimant and the
Group may resort to mediation as suggested by the court. Moreover,
due to the responsibilities of both parties in respect of the incident are
not explicit, and that adequate evidence to support the losses claimed
by the Claimant is in doubt, the legal counsel is of the view that the
amount of compensation, if any, cannot be determined at this stage.
Accordingly, the Group is not able to reliably assess the amount of
provision and thus 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.
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Management Discussion and Analysis

Financial guarantee issued

The Group has issued the guarantee to a bank in respect of borrowings
made by Jilin Haizi Bio-Engineering Technology Company Limited
("Jilin Haizi"), a fellow subsidiary of the Group. Under the guarantee,
the Group is liable for a maximum of RMB130,000,000 (equivalent
to US$19,190,000) borrowings drawn by Jilin Haizi from the bank.
The maximum liability of the Group at 30 June 2017 under the
guarantee issued represents the amount drawn down by lJilin Haizi
of RMB127,460,000 (equivalent to US$18,815,000) (31 December
2016: RMB100,000,000 (equivalent to US$14,415,000)). The financial
guarantee is not recognised in the Interim Financial Statements because
the fair value of the guarantee was insignificant and that the Directors
of the Company (the "Directors”) did not consider it is probable that
a claim would be made against the Company under the guarantee.

Material acquisitions and disposals

On 15 March 2017, the Group has disposed of a total of 4,175,000
shares in Starry via on-market block trade sales on the Shanghai Stock
Exchange. The gross proceeds from the disposal were in aggregate
RMB180.0 million, and the Group recorded a gain on partial disposal
of an associate of US$15.4 million (after tax). The net gain (after-tax)
on the partial disposal attributable to the Group is approximately
US$15.4 million. As a result of the disposal, the Group’s holding in
Starry has reduced from 16.13% to 12.65%.

Human resources

The Group had over 835 employees as at 30 June 2017. 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 of the Group have been maintained at a
competitive level and are reviewed annually, with close reference
to the relevant labor market and economic condition. The Group
provides career advancement training in the form of internal courses
and workshops for the staff and encourages the staffs to participate
in training programmes related to the Group’s business.
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Directors’ and Chief Executive’s Interests
and Short Positions in Shares, Underlying

Shares and Debentures

At 30 June 2017, 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:

BECRT (HALTDRT

EEHA g% ZERHE BEZBEDHE

Percentage of

Number of the issued share

issued ordinary capital of the

Name of Director Capacity shares held Company

FERESEAE EmBEAA 500,000 0.12%
Mr. Lee Jin Yi Beneficial owner (4FE)
(Long position)

Stephen Burnau Hunt%t 4 EmEBA 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 2017 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 and Ms. Liu Xuezi,
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
RZZ—tf R-Z-+5F BRE B R
] -A-H BA%® K<A=tH REAH FB IR BT SRS THE
At Lapsed At Date of Exercise price
1January  during the 30 June grant of Exercise period of of share
Name of Director 2017 period 2017 share options share options options
GES) (L)
(note a) (pence)
TEBEE 2,300,000  (2,300,000) — “Z-——FWA=H “T-R¥MA=AZE 29.88
Mr. Lee Jin Yi —Z—+FMAZH
3 April 2012 3 April 2015 to 2 April 2017
4,142,353 (4,142,253) — ZE-WERA—H “E—t+FMA—-AZ 37.275
—E-NFZA=1-H
1 April 2014 1 April 2017 to 31 March 2019
2,250,000 — 2,250,000 —F-RF=A=+—-H T /\f=A=1+—-HZ 20.00
—E-TE=A=+H
31 March 2015 31 March 2018 to 30 March 2020
8,692,353 (6,442,353) 2,250,000
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BREHE
Number of share options
R-B-—+f R-Z-t+5F BRE B IR
] —A—H BR%% HAA=1+H REAH FB IR RET SRS THE
At Lapsed At Date of Exercise price
1January  during the 30 June grant of Exercise period of of share
Name of Director 2017 period 2017 share options share options options
(Mzta) (Et)
(note a) (pence)
HELE 200,000 (200,000) — —E-—%NA=A “Z-hFMA=RZE 29.88
Mr. Tang Jun —T—tFMAZH
(RZF—tF 3 April 2012 3 April 2015 to 2 April 2017
ZA=THBTE) 320,000 (320,000) — “2-MEMA-A —E-tEMA-HE 37.275
(resigned on “E-NFZA=1+—H
30 March 2017) 1 April 2014 1 April 2017 to 31 March 2019
200,000 — 200,000 —E—hF=A=1t—H ZE-\$=A=1+—-HZ 20.00
“Z-TFE=A="H
31 March 2015 31 March 2018 to 30 March 2020
720,000 (520,000) 200,000
ClE S 360,000 (360,000) — —ZT-—EQNA=H “ZE-hFNA=AZE 29.88
Ms. Liu Xue Zi —E+ENAZA
3 April 2012 3 April 2015 to 2 April 2017
500,000 (500,000) — ZZ-mEmA—H “T—+tFMA—HE 37.275
“E-NFZA=1+—H
1 April 2014 1 April 2017 to 31 March 2019
330,000 — 330,000 ZE-—hF=A=1t—H ZE-\$=A=1+—-H% 20.00
—ZZZF=ZRA=1H
31 March 2015 31 March 2018 to 30 March 2020

1,190,000 (860,000) 330,000

PE -

(@) BREZBBERENAERLAHNE=FHRERW &
RS RIGIT -

B btidh - REBE T —EFRA=THIER
18 B e EMERE - ARF - HIERARSEE
o] B B Bl s [R) R B B 2 R B R R (R (T & Bt
ZEIRTT  BEARRBEFAEBB AL
SEREM AR 2D K EER 2T AMER

R -

Note:

(€)] 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 2017 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.

20 Interim Report 2017 & £ ¥ & ‘/\



H b &

Other Information

FERR Substantial Shareholders
RZZE—+FXNA=Z+H  ARABREZFESN  Asat30June 2017, the register of substantial shareholders maintained
HEKEME3BKEEZTEREBELMER © by the Company pursuant to Section 336 of the SFO shows that other

RALWBERREE TESE 2#m - UTIRR
NEHMERRBERARREHTRATHES

than the interests disclosed above in respect of certain Directors, the
following shareholders had notified the Company of relevant interests

ZHABERER XA -

and short positions in the issued share capital of the Company.

BERE®T {EERRATE BT
RERER ME  S6 EREREE BEZBEDLH
Percentage of
Number of the issued share
issued ordinary capital of the
Name of shareholder Notes Capacity shares held Company
BB s E RIEE (R BRAF 1 i 209,820,000 50.56%
((EREEEE(hE)|) Beneficial interest (#1%8)
Cathay International Pharma Manufacture (Long position)
and Distribution (China) Limited
("Cl Pharma China")
BIRERREE RN R EEXFR AR 1 R rEER 209,820,000 50.56%
([BARBEEES]) Interest of a controlled (1¥2)
Cathay International Changchun corporation (Long position)
Biotechnology and Pharmaceutical (China)
Limited (“CIC")
ERBERAEY MR EE(PE)BRAA 1 R rEER 209,820,000 50.56%
(BB LY R EE(REH) ) Interest of a controlled (FE)
Cathay International Biotechnology & corporation (Long position)
Pharmaceutical (China) Limited
("Cl Biotech & Pharma China")
BIRERBEER AR ([HREREE]) 1 R rEER 209,820,000 50.56%
Cathay International Pharmaceutical Limited Interest of a controlled (%)
("CIP") corporation (Long position)
Bl BIPE ER M A IR A 7 ([ EZR B 1 XA EER 209,820,000 50.56%
EE]) Interest of a controlled (178)
Cathay International Biotech Company corporation (Long position)
Limited (“CIB")
Cathay International Holdings Limited 1 TP EERER 209,820,000 50.56%
("CIH") Interest of a controlled (1F8)
corporation (Long position)
Cathay International Enterprises Limited 2 LB 209,820,000 50.56%
("CIE") Interest of a controlled (1F8)
corporation (Long position)
REE 3 RREREIBARETE 209,820,000 50.56%
Wu Zhen Tao ZEA (47 8)

Founder of discretionary
trusts and beneficiary
of a trust

(Long position)
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Other Information

(1) ZERMHBBEARERBE(RE)RE - BRBEREE
(FE)ARREEREHEE18%EERHEREE L

MR REE(FE)BEE82%ERN - BEEKEEER

B RBIRR AR R B (P BB 100% s ©

BB AE BN R B (PR RIH B REREEES
BiEA  MERERBEDHERERENRIEE

BA - REBCHZEHES - Bt - BHRERES -
BEHREREMEMREE(TE)  ERERESE B

FEBR AR RCOHEAR A ES ZEMR D 2 #m o

(2)  CIH#Y60.99% = MCIEFA © Bt - IR AR E
FEREHE(PR)AEE 2RO P HES EE -

(B) CEZE2HEBTRAMIFAFTEERRAFLELER
HREKE 2 M amR 2 EFR(WURRAEFED#
B o ERAWURRAEFRZEIMA » REBEERE
RRCEFTSAEZ BT e #E -

B EXFREEN  BEFMAL(ARRESR
Hh - BEREN EX[EERESITHRABRK
- $HE§&T§?&L%€§Z%&&‘WA — 8RR
ARBRMDEABBRD P ELREAREESFK
HAE I 5336148 T AR SR R SO A ©

BE  HEIERLTES
BE-T—tFAAZTELEAEAR  ARH
FHEAMBRAARERE  HEXWEAR
RN E EHES

REeRHFHNER
BHE_Z—tFA=Z1+BHLEXEAR AT
EEEREERRABESENHEAMRER
R B TR T Pl B A BB TS
hEARER -

hHIRE
%%5@% AR Bt FNAZTRALEER

AAERATBIIARRFIRRAMAOREIRTEZE
—E—tFAAZTHIEANEANTHEREES
a1 7B (HE=Z— /\i/\ﬂ*‘f’at/d
A 8R4.028) - pEREHN —T—1LF
TAT=B8 29K TRE °

EREARERESEEHRR
5t
RAREREEIN  R_FT—EFRX

A=+
SRS $§%lﬂ£§%%$7t&:éijzéf$i§}g?rJ

Notes:

(1) These shares are held by Cl 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
Cl 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, ClI 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 Cl 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.

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 2017, 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 2017, 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.

Interim Dividends

The Directors recommend the payment of an interim dividend of HK
4.17 cents (Six months ended 30 June 2016: HK4.02 cents) per share
for the six months ended 30 June 2017 to the shareholders listed in
the register of members of the Company as at the close of business
on 26 September 2017. The interim dividends will be distributed on
or before 13 October 2017 to the shareholders.

Future Plans Relating to Material Investment or

Capital Assets
Save as disclosed in this report, the Group has no plans for material
investments or capital assets as at 30 June 2017.
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AEARFERE
RBEARBAFAIRZERNERESHAA - &
EARATHRELY  ARF-BEHEF LR

MEMNRRFFRE -

EEMEROBFEEFE
ARBBER-_F—tFAA-+ER(EH=)
E-TtFAA-TAR(EHR) (BEMX
BRERENEERERNBPELCTE - NItH
BT IRER AR TR BFEER - BEE
BRERTHKRE  AARRRBEFRRER =
E—tFAAZTARB(EHR D) TFOEB=+
DE BAARNDBPXIFERABRRERB
PREBEAXRRBNEBRNBFPEL DR
EEHFELARAR MU ABB2ERNER
1835k A M L2218 - UMD BLFE -

BIEEERAERTA
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SRR 2GR EEFTE T FEREFERRASF
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ARN—ZE—tFNATNLRBTZERABFR
AT BIEERIFVTEEFTEHECEST
FREZFRAARRBFERE

EEBTEETH

AR AR AR RIB &% 10 PrEUAR 2 57 Al
REARREFETEZFRZINTA(RES
A1) - EARBEHLABERR  2RESHE
REENERLDBERAN-—E2mETEEST R
NPT R ERLE

ERARKERMHRE
RRREZEZECHR —RIIENTES(ANETEE
EEIVR=BEIFERTERAEFERLEL
A~ BRBE I 5L A K Fritz Heinrich Horlacher%c4E)
#HRK -

ERZEECLEARAEREEHNARRAR
“E-EFRAZTHERNEANAREEZTD
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Other Information

Sufficiency of Public Float

Based on the information that is publicly available to the Company and
within the knowledge of the Directors, the Company has maintained
the prescribed public float under the Listing Rules as at the date of
this interim report.

Closure of Register of Members

The register of members of the Company will be closed from Wednesday,
27 September 2017 to Friday, 29 September 2017 (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, 26 September 2017.

Compliance with the Code on Corporate Governance
Practices

During the six months ended 30 June 2017, the Company has complied
with the code provisions set out in the Code on Corporate Governance
Practices contained in Appendix 14 of 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.

E1.2 of the Code stipulates that the chairman of the Board should
attend the annual general meeting. During the year, Wu Zhen Tao
was unable to attend the annual general meeting of the Company
held on 19 June 2017 due to illness. However, the deputy chairman
as well as the non- executive director, Lee Jin Yi, was authorised by
the chairman of the Board to chair the said annual general meeting.

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.

Review of Unaudited Financial Statements
The Audit Committee of the Company comprises of one non-executive
Director, 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 2017 have been reviewed by the Audit Committee together
with management of the Company.
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Report on Rewevv of Condensed Consolidated Interim Financial Statements
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BDO Limited
BRI EERSEMEBMARAR

Tel : +852 2218 8288
Fax: +852 2815 2239

25t Floor Wing On Centre
111 Connaught Road Central

www.bdo.com.hk Hong Kong
EEE 1 +852 2218 8288 HETHEER1158
{#H : +852 2815 2239 JKEHIH251E

www.bdo.com.hk

To the Board of Directors of Lansen Pharmaceutical Holdings Limited
(incorporated in the Cayman Islands with limited liability)

Introduction

We have reviewed the condensed consolidated interim financial
statements set out on pages 26 to 60, which comprise the condensed
consolidated statement of financial position of Lansen Pharmaceutical
Holdings Limited as of 30 June 2017 and the related condensed
consolidated statements of income statement, comprehensive income,
changes in equity and cash flows for the six-month period then ended,
and a summary of significant accounting policies 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 condensed
consolidated interim financial statements in accordance with IAS
34. Our responsibility is to express a conclusion on these condensed
consolidated 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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Report on Review of Condensed Consolidated Interim Financial Statements

EHME

BMERBAHBEBREN RELENZESREMG
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EZP AR B EASEIE - At - &
PMUETEREREZER °
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EHRMABEEHARE TN B RRENSE

ékﬁﬁ%ﬁ&ﬂ” Rt ERE 34 AR -

BRUEREEHOAEEAERAR

HE DA

RTE

MEZERE - P06158

BE —+tFENA=1H

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 condensed consolidated interim financial statements
are not prepared, in all material respects, in accordance with IAS 34.

BDO Limited

Certified Public Accountants

Leung Tze Wai

Practising Certificate Number: P06158

Hong Kong, 30 August 2017
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Condensed Consolidated Income Statement

HEZZT—+tFNA=1+HLIE/MEA For the six months ended 30 June 2017

HE-Z—t#F BE—_T—XF
AA=tTHLERER SA=+THILAER
Six months ended Six months ended
30 June 2017 30 June 2016
TER TEr
UsS$'000 US$'000
(REBER) (RE&ERZ)
(unaudited) (unaudited)
WA Revenue 50,465 49,269
SHERA Cost of sales (21,456) (20,278)
ER Gross profit 29,009 28,991
Hplg A Other income 722 1,355
HERDHFAX Selling and distribution expenses (16,170) (14,459)
THRAX Administrative expenses (5,380) (6,861)
ERF Profit from operations 8,181 9,026
KRR R Insurance claims for flood 2,565 —
& — R A R B D R A Gain on partial disposal of
Wz (R TRIR) an associate, net of tax 15,422 —
RAEEMRITTEE K Administrative penalty and other
HitAEE R related ginkgo product expenses — (904)
BIEME—THH S QR KEE Loss on deemed disposal of an
associate — (300)
TESRITIANATEEBE Fair value loss on derivative
financial instrument (1,444) (159)
BT AR Finance costs (1,955) (1,592)
FERH & A R B B 18 5 F Share of post-tax profit of associates 1,149 1,062
BRI BLADE A Profit before income tax 23,918 7,133
FriSfim s Income tax expense (1,693) (1,762)
HREF Profit for the period 22,225 5,371
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Condensed Consolidated Statement of Comprehensive Income

HEZZT—+tF"A=1+HLE/MEA For the six months ended 30 June 2017

BE_2-+#F BE_ZT—KR%F
AR=tTRIEAER KA=THILAMEA

Six months ended Six months ended
30 June 2017 30 June 2016
TEx TEr
UsS$'000 Us$'000
i (REERZ) (REER)
Note (unaudited) (unaudited)
Hit2mEkE Other comprehensive income
HEMRENHBEREN ltem that may be reclassified
IHA : subsequently to profit or loss:
—BMEEINEREERNETZSE - Exchange differences arising on
translation of foreign operations 2,925 (3,343)
RHE— B2 R RME S Exchange differences reclassified to
KEFHHEEBRMNELERE profit or loss upon partial
disposal of an associate 355 =
HINE fh 2 e Other comprehensive income for
(FOBRFLIE) the period, net of tax 3,280 (3,343)
HR2HkRERE Total comprehensive income
for the period 25,505 2,028
KARER ABGRT Profit attributable to owners
of the Company 22,225 5,371
KARFEEAEEZERIEEE Total comprehensive income
attributable to owners of
the Company 25,505 2,028
EX AL
US cents US cents
BREF Earnings per share
— HEEXREE — Basic and diluted 1 5.4 1.3
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Condensed Consohdated Statement of Financial Position

R=Z—tFA=+H As at 30 June 2017

—E—tF —E—RF
~B=t+H +-A=+—8
30 June 31 December
2017 2016
FEx TEr
UsS$'000 US$'000
i (REERZ) (&%)
Notes (unaudited) (audited)
EE ASSETS
FRBEE Non-current assets
EN S Property, plant and equipment 12 30,436 30,907
B T EHIE Prepaid land lease payment 12 1,981 1,963
B EE Intangible assets 12 24,941 24,342
BE Goodwill 6,824 6,824
TESMTA Derivative financial instrument — 2,280
NN W 2 Interest in associates 34,042 39,424
98,224 105,740
RBEE Current assets
=& Inventories 10,764 14,576
B 5 M E M R IR Trade and other receivables 13 70,055 65,197
i —FEE & R RIRI B K Loan to an associate 14 3,469 —
BN T HEFHIR Prepaid land lease payment 12 53 52
TESRTA Derivative financial instrument 872 =
BEHRARITER Pledged bank deposits 31,582 27,095
RekReEEY Cash and cash equivalents 23,049 10,102
139,844 117,022
BEE Total assets 238,068 222,762
EERAE EQUITY AND LIABILITIES
EER R Capital and reserves
KATHEE AELER Equity attributable to owners
of the Company
EN Share capital 4,150 4,150
RRE Share premium 18,945 18,945
4N 1 Foreign exchange reserve (2,721) (6,001)
AT Statutory reserve 8,742 8,927
RE & Retained profits 76,864 64,355
wER Total equity 105,980 90,376
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Condensed Consolidated Statement of Fmanoal Position

R=Z—t&F<XA=+H Asat 30 June 2017

~A=1H ‘l'_ﬂ _"1' =
30 June 31 December
2017 2016
FEx FE1
Us$'000 US$'000
(i3 (REER) (le2&H%z)
Notes (unaudited) (audited)
ERBEAE Non-current liabilities
FEEFRIAE & Deferred tax liabilities 2,185 1,876
2,185 1,876
REBEE Current liabilities
B Borrowings 15 95,616 105,098
mEIRIEAE Current tax liabilities 2,265 1,402
B 5 Rk HMER IR Trade and other payables 16 30,767 22,784
EmeriaE Other financial liabilities 1,255 1,226
129,903 130,510
mesE Total liabilities 132,088 132,386
HEZNEE Total equity and liabilities 238,068 222,762
REEE (AE)FE Net current assets/(liabilities) 9,941 (13,488)
BEERTBER Total assets less current
liabilities 108,165 92,252

F26E60E M EREE R —_Z—+44 )\ The interim financial statements on pages 26 to 60 were approved
A=tRHREE=e EREETE - R T  and authorised for issue by the board of directors on 30 August 2017

ATREKEE and signed on its behalf by:
EF EF
Director Director
ER EA
LIU Bang Min HOU Song
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Condensed Consolidated Statement of Changes in Equity

BE_Z—tFXA=tHLXEAR

For the six months ended 30 June 2017

RA&  BRORE  HERE  iERE  REER wEs
Foreign
Share Share  exchange  Statutory  Retained Total
capital  premium reserve reserve profits equity
i TET TET i TEL T
Us$'000 Us$'000 US$'000 Us$'000 USs$'000 Us$'000
BE-E-~"EAAZTHLANER Six months ended 30 June 2016
RZE—r"E-A-A0EH Balance at 1 January 2016 4,150 24,302 3,549 8,344 61,102 101,447
RE(F3H10) Dividends (note 10) = (3,207) = = — (3,207)
EREAETRS Transaction with owners — (3,207) — — - (3,207)
Haf] Profit for the period = = — — 5,371 5,371
2 EE Other comprehensive income
- BEBIEBEENESZE - Exchange differences arising on
transition of foreign operations — — (3343) — — (3343)
BNEENERE Total comprehensive income for the period = = (3383) = 5,371 2,028
RIB—NERAZTRMER(REER)  Balance at 30 June 2016 (unaudited) 4,150 21,095 206 8,344 66,473 100,268
BE-Z-tEABZTRLAERA Six months ended 30 June 2017
R-E—t5-A-Hi&H Balance at 1 January 2017 4,150 18,945 (6,001) 8,927 64,355 90,376
& (3t 10) Dividends (note 10) = = - = (9,901) (9,901)
EREANENRD Transaction with owners = = — — (9,901) (9,901)
iyl Profit for the period - - = = 2,225 2,225
A2 A Other comprehensive income
- BEENFBEENESZS - Bxchange differences arising on
translation of foreign operations = = 2,925 = = 2,925
-WHE-RBEARNSIERRER - Bxchange differences reclassified to
PEEERNESET profit or loss upon partial disposal
of an associate - - 355 - - 355
BNEENERE Total comprehensive income for the period = = 3,280 = 22,225 25,505
I RRBAR Deregistration of subsidiary = = = (185) 185 =
RIB—ERAZTANER(RIEEN)  Balance at 30 June 2017 (unaudited) 4,150 18,945 (2,721) 8,742 76864 105,980

30 Interim Report 2017 & £ ¥ & V\



LRSS

BER=x

Condensed Consolidated Statement of Cash Flows

BE—

—tFRNA=ZTBLEXREA

For the six months ended 30 June 2017

Bz BHE
—E—+fF —E-RF
~NB=tH ~NA=TH
EREA 1EAEA
Six months Six months
ended ended
30 June 2017 30 June 2016
FER FTEr
UsS$'000 Us$'000
(REERZ) (RE&ERZ)
(unaudited) (unaudited)
REEBEE RS TR Net cash generated from operating
activities 8,296 719
RERETZHNHRESHE Cash flows from investing activities
BRI T RGN Increase in pledged bank deposits (3,788) (10,652)
HE—RBE AR DELZ  Proceeds from partial disposal
Frf8skIE of an associate 26,087 —
B = — R B E A R8O s Transaction costs and withholding
MR 5 & A R IaH tax in connection with partial
disposal of an associate (3,195) =
BEME  BEREE Purchase of property, plant and
equipment (735) (700)
BEENEE Purchase of intangible assets (746) (977)
HENRBRRBUFRESRL Net cash outflow from disposal of
a subsidiary — (285)
HEDE  BEMREFSHIE  Proceeds from disposals of property,
plant and equipment 423 14
BN & N RIAR B Dividend received from an associate 225 795
U B B & N A Acquisition of an associate — (4,314)
BEUFIE Interest received 318 403
FﬁJ—F'EJHﬁ*é’ATE’\J%ﬁ Loan to an associate (3,445) —
REEERE(FA) Net cash generated from/(used in)
e FE investing activities 15,144 (15,716)
RERMETHNRERE Cash flows from financing activities
BB HIEA Proceeds from borrowings 71,306 74,094
BEBERE Repayments of borrowings (82,129) (59,821)
WEEH () /B2 Net cash (used in)/generated from
ReFHE financing activities (10,823) 14,273
Re kR FEEYF Net increase/(decrease) in cash and
#,/ Cd) cash equivalents 12,617 (724)
HReRReEEY Cash and cash equivalents at
beginning of the period 10,102 18,976
e R B R Effects of exchange rate changes 330 (342)
HRESRESEEY Cash and cash equivalents at
end of the period 23,049 17,910
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Notes to the Condensed Consolidated Interim Financial Statements

HE-ZF—+FA=+HIE/MEA Forthe six months ended 30 June 2017

YNCIE-§2

PR B e R AR AR ([ ARE )R -T
TNFNATEHERSHESIMALAE
HeaRAR ARHR=-ZZF—ZFHA
+tHREERBHERIMER AR ([H
RET)DEREM - AREIWFEMREE
AClifton House, 75 Fort Street, P. O.Box
1350, Grand Cayman KY1-1108, the
Cayman lIslands ° 282 R A = Z & B
N BB EHEP 18R T B R AE121E
1203-4F o

ARBNEBXRH RS R/REER - AR
BB ARIGERARRSHE AKE]) K
ITEXBERDRERHERES - A&
BrEaEhE ARKAMBE(HEDETE
% o ARBENEBRPAL EEAE
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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, the 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 immediate holding company and ultimate holding
company to be Cathay International Pharma Manufacture and
Distribution (China) Limited and CIH respectively.

The unaudited condensed consolidated interim financial
statements of the Group for the six months ended 30 June
2017 (the "Interim Financial Statements”) were approved and
authorised for issue by the board of directors on 30 August 2017.

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 required by the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited.
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2.

HE-ZT—+FA=+HLAMEA Forthe six months ended 30 June 2017

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
2016.

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

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 2017, 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 2016.

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.

During the period ended 30 June 2017, for the purpose of clear
presentation in the condensed consolidated income statement,
the directors of the Company decided to present certain non-
recurring items including administrative penalty and other related
ginkgo product expenses and loss on deemed disposal of an
associate separately from administrative expenses, accordingly
certain comparative figures have been reclassified to conform
to the current period’s presentation.

BA A 22 %37 B A R /A &) Lansen Pharmaceutical Holdings Limited 3 3
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HE-ZF—+FA=+HIE/MEA Forthe six months ended 30 June 2017
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Adoption of New And Revised IFRSs

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

Amendments to IAS 7 Disclosure Initiative

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

Annual Improvements 2014-2016 Cycle
(Relating to Amendments to IFRS 12
Disclosure of Interests in Other
Entities)

Amendments to IFRSs

The application of the above amendments 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 are potentially
relevant to the Group’s Interim Financial Statements, have been
issued but are not yet effective.

Amendments to IFRSs  Annual Improvements 2014-2016 Cycle'

{E=T ZTREF
B FE R o
B[R BA FE SR Y B SR T A IFRS 9 Financial Instruments'
L
B2 B 7 4 2 S B PR S B B A Amendments to IFRS 10 Sale or Contribution of Assets between
0L RERe: ATEHEBLYE and IAS 28 an Investor and its Associate of Joint
HRIE 285618 ;J ZREHEK Venture®
Nat #
B % B 75 4 2 S B gﬁiééémpﬁ% Amendments to IFRS 15 Revenue from Contracts with Customers
155 MIEET U 2% (BIBR B 7S 2R (Clarifications to IFRS 15)!
HERRIF 1557
B )T
B B 75 SR A5 2 B gﬁigg)m N oLt IFRS 15 Revenue from Contracts with
EAlY gz Customers'
B R B 7 3R 5 2 | e IFRS 16 Leases?
F 1655
.%gj%ﬁi*ﬁg HNEZ5 2 T FE At IFRIC 22 Foreign Currency Transactions and
E8eRIEEE r@E Advance Consideration’
BB FE iR s R I FHET I th R IFRIC 23 Uncertainty over Income Tax
ZESREF23R  HEEMW Treatments?
1 B N\ — B — B o 14 B A 4 R RS 1 Effective for annual periods beginning on or after 1 January 2018
X
2 B N B — B o 14 B A A 4 RS 2 Effective for annual periods beginning on or after 1 January 2019
R
# The amendments were originally intended to be effective for period

* FZEETRRN—F—RF— A Ak 2&H
BRIV AR - EMBBRELER, G - Z
FERINARRER -

beginning on or after 1 January 2016. The effective date has now been
deferred/removed. Early application of the amendments continues to be
permitted.
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HE-_ZT—LFNA=1THI/MEA For the six months ended 30 June 2017

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.

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 2016.

Revenue and Other Income
An analysis of the Group's revenue and other income for the
periods is as follows:

BE-F—tF HE_TF

AA=TH 7N )5] _‘f‘ S|
WEREA LE7RME A

Six months Six months
ended ended

30 June 2017 30 June 2016
TEx FET
US$°000 Us$'000
(REEX) (REEEZ)

(unaudited) (unaudited)

HEEMmBWKA Revenue from sales of goods 50,465 49,269

Habg A Other income
ERITH BUTA Bank interest income 318 403
IEgaR kA Government grants 147 770
A Others 257 182
722 1,355

BA A 22 %37 B A R /A &) Lansen Pharmaceutical Holdings Limited 3 5



BRSSP T BEHRERW

T

Notes to the Condensed Consolidated Interim Financial Statements

HE-ZF—+FA=+HIE/MEA Forthe six months ended 30 June 2017
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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.

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.

The Group’s reportable and operating segments under IFRS 8
“Operating Segments” 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

36 Interim Report 2017 & £ ¥ & ‘/\
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HE-_ZT—LFNA=1THI/MEA For the six months ended 30 June 2017

Segment Information (Continued)
The following is an analysis of the Group’s revenue and financial

MFECEMEENBART BRI performance from continuing operations by reportable and
e operating segment.
BE-_ZE—tFxA=tHLAEAR
Six months ended 30 June 2017
BE BRISER REEM st
Medical
cosmetics Healthcare
Pharmaceuticals products products Total
TER TER SEVH FERT
US$'000 US$'000 US$'000 US$'000
(REER) (REEEX) (REER) (REER)
(unaudited) (unaudited) (unaudited) (unaudited)
BTERDBUIA Reportable segment revenue 37,587 7,914 4,964 50,465
BTERD R Reportable segment profit 12,414 306 119 12,839
BE_Z-— A FE~A=THItAEA
Six months ended 30 June 2016
BE  BRXDEM {2 FRAEm @t
Medical
cosmetics Healthcare
Pharmaceuticals products products Total
TET TEr TEL TET
Us$'000 Us$'000 US$'000 US$'000
(REER) (REER) (REER) (REER)
(unaudited) (unaudited) (unaudited) (unaudited)
ATEFHHRA Reportable segment revenue 29,525 13,184 6,560 49,269
BTERH DR Reportable segment profit 8,672 5,037 823 14,532

i A BR A ) Lansen Pharmaceutical Holdings Limited 37
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HE-ZF—+FA=+HIE/MEA Forthe six months ended 30 June 2017

6. /\ﬁgﬁﬂ(”ﬁ) 6.
RERE S D IR A 2 3o 2B 7 B2 - B
BF IS 3R R PR AN 65 [ B0 BR P A5 B AR A1 Y

Segment Information (Continued)
The reconciliation of reportable segment profit presented for
the Group’s operating segments to the Group’s profit before

HERION ¢ income tax as presented in the Interim Financial Statements is
shown as follows:
BE-2—+tH H=—_F—~F
/\H —+ E /\ H :+ EI
1E7{E A LE7NE A
Six months Six months
ended ended
30 June 2017 30 June 2016
FER FEx
Uss$‘000 Us$:000
(REEZR) (REEEZ)
(unaudited) (unaudited)
AR E 1R Profit or loss
BT 2WmHEEF Reportable segment profit 12,839 14,532
E ot R B A Other income not allocated 722 1,355
RO BCH Expenses not allocated (5,380) (6,861)
KRB R EF Insurance claims for flood 2,565 —
HE—FHBE AR R #ER  Gain on partial disposal of an associate,
Yezs (FNBRAIE) net of tax 15,422 —
RAEEMITHE R KR Administrative penalty and other related
H it iARAE A ginkgo product expenses — (904)
BIELE—FREE R RIMEIE  Loss on deemed disposal of an associate — (300)
MESRIAEN AT ERE Fair value loss on derivative financial
instrument (1,444) (159)
2P I %N Finance costs (1,955) (1,592)
FEAGESE & N TR BR TR 18 5 A Share of post-tax profit of associates 1,149 1,062
FRPT1S T AT a7 Profit before income tax 23,918 7,133

EXFEHRDMLAERBINERFF
AV A o 7 HA ] K 38 1 HA 6 O 30 4 0 B

Segment revenue reported above represents revenue generated
from external customers. There were no inter-segment sales in

PyE o the current and prior periods.
Reportable segment profit represents the gross profit less selling
and distribution expenses by each segment. This is the measure
reported to the CODM for the purpose of resources allocation
and performance assessment.

NS

BT 2 Wm0 EbaE e & D HBEMBHE
R #HFA o A EBEERRAER
EBERDERRRFERENAETE

No segment assets or segment liabilities is presented as they are
not regularly provided to the CODM.

R 3 A B E BRI AR
AEASHEEER - HEES5IEHE
%o
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Bt %5 BR AN 7.

+HENA=Z+HINMEA For the six months ended 30 June 2017

Finance Costs

BE-ZT—tF& HE_T—~F
~NA=1H ~NA=1A
IER{EA LERME A

Six months Six months
ended ended

30 June 2017 30 June 2016
FEx FET
US$°000 Us$'000
(REEZ) (REgEZ)

(unaudited) (unaudited)

RITEEFE Interest on bank borrowings 1,926 1,564
73R [B1 4% Unwinding of discount on provision 29 28
1,955 1,592

A&

e
B8
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HE-ZF—+FA=+HIE/MEA Forthe six months ended 30 June 2017
8. BRATEHAIRR 8. Profit before Income Tax
REEMBRASFRAREF D&M, (5T The Group’s profit before income tax has been arrived at after
AN TIEIEEE - charging/(crediting)
ﬁg =2— ‘tﬂi @Z?: ':_/\i
ANA=+H ~NA=1+H
1E7{E A LE7NE A
Six months Six months
ended ended
30 June 2017 30 June 2016
FEx FET
us$'000 Us$:000
(REER) (REEEZ)
(unaudited) (unaudited)
ME - BRERZBITE Depreciation of property,
plant and equipment 1,507 1,444

WR AL ERE AREBE Loss on deemed disposal of an associate

(BtzEa) (Note a) — 300
HE MBS AR EOEZEA  Gain on partial disposal of an associate,

Weas (HIBRBIE) (B 5EDb) net of tax (Note b) (15,422) —
ISR R BE (B 3Ec) Insurance claims for flood (Note c) (2,565) —
IRBEEMMITERIIF K Administrative penalty and other related

EmiEREE R ginkgo product expenses — 904

%%JEHK KIE R R Provision for impairment of

trade receivables 511 7

i E U IR (B R Provision for impairment of other receivables 271 —

b 5 W s 558 Net exchange gains (560) (17)

(RPN Research and development costs 178 205

HEWE - BREREEEE Losses on disposals of property,

plant and equipment 1 39

T Lt FE & FRIE Amortisation of prepaid land lease payment 29 29

A ERH Amortisation of intangible assets 283 293

B AETH Write off of intangible assets 234 589

Bt 5T Notes:

(a) R-ZT—RNE=ZANAB @ BIRMRERHER (a) Zhejiang Starry Pharmaceutical Co., Ltd (“Starry”) successfully launched
QT([TKiJ)ﬁXIﬁEi/ FBEZ GRS an initial public offering on the Shanghai Stock Exchange on 9 March
IRABFEE - Bt - NEBPEAT B ARE 2016. Accordingly, the equity interests of the Group in Starry was diluted
mE21. 5%%&%516,1%  BRRIRAR A S B from 21.5% to 16.1%, which constitutes a loss on deemed disposal of an
ENTEEE © associate.

(b) N-ZZFBE—+F=A+HA  "EBR LEHE (b) On 15 March 2017, the Group had disposed of a total of 4,175,000 shares

REGFMBEBBRTHRNRTR S HES 4,175,000
B& A K 3 B& 15 ~F$ﬂﬁtﬁﬁ/\ﬁﬁ%‘4311
T EAELRES @ Wk E)
15,422,000% 7T ° ﬁ‘%j DR EBAREBER
RIAHIEHER16.1%MIEE12.7% °

FI

ZERBRRBEVEAR-_T—AFNAFEER
@ BRI EKK - ERARQE 2B AR
T EEYIRI BT AR AR ([ EER )
RERTESHESR AR ([ ERTE | FEE
REE -BE-ZT—FRA  WILER
MHRBARZERHR - RBRAREBRSED 5
MY EBEREERIEENARKISEET
EARBI1SEEBR(DRBEERL22E8EE
TRO2EEET)ERFIE - RZT—EFN
A+"B - MEER KBRS ED BIKERE
RRABENEARK16EET(HERL2488
ETL)RARBE1I6BET(EERLN02EEE
TT) e

in Starry via on-market block trade sales on the Shanghai Stock Exchange, at
the price of RMB43.11 per share and resulting in a gain on partial disposal,
net of tax of US$15,422,000. As a result of the partial disposal, the Group's
equity interest in Starry has been reduced from 16.1% to 12.7%.

The insurance claims were in relation to the damaged inventories of the
Company'’s subsidiaries, Ningbo Liwah Plant Extraction Technology Limited
(“Liwah Plant Extract”) and Ningbo Liwah Pharmaceutical Company Limited
(“Ningbo Liwah") due to the flooding caused by a rainstorm in Ningbo, the
PRC, in September 2015. Pursuant to the judgements of Ningbo Intermediate
People’s Court of Zhejiang Province in May 2017, the insurance company
was ordered to pay RMB15 million and RMB1.5 million (equivalent to
approximately US$2.2 million and US$0.2 million) together with interests
to Liwah Plant Extract and Ningbo Liwah respectively. On 16 June 2017,
Liwah Plant Extract and Ningbo Liwah received the settlement sums from the
insurance company amounting to RMB16 million (equivalent to approximately
US$2.4 million) and RMB1.6 million (equivalent to approximately US$0.2
million) respectively.
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HE-_Z—+tF/NA=1THL/MEA For the six months ended 30 June 2017
Fr S8 B X 9. Income Tax Expense
BE-Z—+tHF HE_ZT—F
A~NA=+H ~NAZ=TH
17518 B LENE A
Six months Six months
ended ended
30 June 2017 30 June 2016
FEx F=ET
us$'000 Us$:000
(REER) (REEEZ)
(unaudited) (unaudited)
EHHiE Current tax
PR EMER(TEMSH])  PRC Enterprise Income Tax (“EIT")
— R EA ] — Current period 1,626 1,863
—BTFE B — Qver provision in respect of
prior periods (200) (283)
1,426 1,580
EEF1E Deferred tax 267 182
FTSBiR Income tax expense 1,693 1,762

R B EA R EHERPUE N M BRIACD IR
AEBELMENTRRAERE A VE
AR ETE -

RIBFBECEMAETOE(TEEAEHIE])

LEEmME - FENBARNFE—2
B25% (BE_ZT—R"EXNA=1tHIEA
@A :25%) o

AEE—HMBARERERTESHE
REFR  FHEI5%NEBERAF/HE o

Tax on estimated 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
2016: 25%).

A subsidiary of the Group have been certified as a new high

technology enterprise in the PRC and enjoyed a preferential EIT
rate of 15%.
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HE-_Z—+tF"A=1+HI/MEA For the six months ended 30 June 2017

10. K& 10. Dividends
BE-_ZT—t§ #HE-_ZT—~F
A~NA=+H ~NAZ=TH
17518 B LENE A
Six months Six months
ended ended
30 June 2017 30 June 2016
FEx FET
Us$'000 Us$'000
(REEX) (REEEZ)
(unaudited) (unaudited)

HARIAADIKNRE : Dividends recognised as distribution

11.

during the period:
FHR3.66:5(L(FRZ40.473=00)) 2016 final dividend — HK3.66 cents

ZE-REREARE (approximately US0.47 cents) per share 1,959 —
BR14.94801 (FAZ41.91311) &) Special dividend — HK14.94 cents
FRIAR B (approximately US1.91 cents) per share 7,942 —
BR%5.997 L (A% 490.772E4L) ) 2015 final dividend — HK5.99 cents
“TE-RFREARE (approximately US0.77 cents) per share — 3,207
9,901 3,207

R-ZE—+FENA=1+H EBFCRAR-
E—+tFNLAZTARBRIARRIRESR
MERLE @  SRBEE-_E—+tFEA=1
BiENEARFHREER4IN7TE(E
BE490.53%l) (B2 —XRF A=
BIEAMEA - &M4.028 1=K 40.52
ZE)) - A4£517,306,0008 (BT l)
(#92,217,000%7T) (BE=ZZ—"F~A
=+HLWNEA :2,150,0005%7T) - FIE
Ik HARG B iH R R HRBT IS SRR T AR - B
BeREE—_ET—+tF+-_A=+—8H1t
FEMPHRER AR -

BRER
BREARBFNTVIZHARNAREAE A
1434 5% 7 &2 415,000,000 8% B 21T B 15
(ﬁé—g /\E'E/\Hf—'—El_u:/\1.ﬂ -
415,000,0000%)5t& -

AEERAHREATEHEAY &LE
BEZENDEHITEER -
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11.

On 30 August 2017, the directors have declared an interim
dividend of HK4.17 cents (approximately US0.53 cents) per share
(Six months ended 30 June 2016: HK4.02 cents (approximately
US0.52 cents) per share), totalling Hong Kong Dollars (“HK$")
17,306,000 (approximately US$2,217,000) for the six months
ended 30 June 2017 (Six months ended 30 June 2016:
US$2,150,000) to the shareholders whose names appear in the
register of members of the Company on 26 September 2017.
The declared interim dividend has not yet been accounted for
in the Interim Financial Statements but will be reflected in the
financial statements for the year ending 31 December 2017.

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 2016: 415,000,000 shares).

The Group had no potential dilutive ordinary shares in issue
during the current and prior periods.
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HE-_ZT—LFNA=1THI/MEA For the six months ended 30 June 2017

12. ¥  WMEKRKR®E > S L 12, Property, Plantand Equipment, Prepaid Land Lease

HEREBEREFLEE Payment and Intangible Assets
W BE B L
R#EfE HERE B EE
Property, plant Prepaid land Intangible
and equipment lease payment assets
T Fx FET
Us$'000 Us$'000 Us$'000
(FizE)
(Note)
BZE-Z—tFRA=THLEREA Six months ended 30 June 2017
RZZ—t5—-HA—BHT Opening net carrying amount
REFE as at 1 January 2017 30,907 2,015 24,342
fE X R Exchange adjustment 725 48 370
NE Additions 735 — 746
R E R Disposals and write off (424) — (234)
& RS Depreciation and amortisation (1,507) (29) (283)
RZE—tE A= TRERER Closing net carrying amount as at
RECREER) 30 June 2017 (unaudited) 30,436 2,034 24,941
BE-F-R"FE+ZA=t—HLEFE Year ended 31 December 2016
RZE—RE—HA—BE7) Opening net carrying amount
BREFE as at 1 January 2016 33,606 2,213 25,239
fE N R Exchange adjustment (2,124) (139) (1,036)
NE Additions 2,396 — 2,267
RE i Disposals and write off (109) — (1,546)
HEREE Depreciation and amortisation (2,862) (59) (582)
RZE-—RETZA=T—REXR Closing net carrying amount
REFE(EER) as at 31 December 2016 (audited) 30,907 2,015 24,342

i

Note:

RZT—=F ' AARIZ2E KB R R K 7 &8
CHREERBRAR X EMRAELED IREREARA
AI(TREME D) RT L B BT B i ([ ) - BiEH
o ERVEREBNRSMRE2,279,000ET(HAR
BIARE]D 14,800,00077:)rﬂﬁé{ﬁuﬁzﬁé%%&?ﬁwm
FEZIEE - KRAHIEEMEIAEE BEEHE I -
M BRI - MBER - BF - FAFE m}we&
ETRERE(KRRANTIEMEER D - RMEBES
EERBNRFHERIENREIMATEE - &
—ZE-RE+-A=+—ALEE  ERVESIH
719,170% T (K AR #4,670,0007T) ° R =T —/NF
NA+ZB BFRIEZEWEAREBA)REBERLER
AL o RZFFAP - BV EERBREEEEEER
VERBHHREEABER - MERERH DM
2R R (ARE4,670,0007T) - R=Z— L&MW
A+mA - AT ARG AR R 7 H R E BB
FAR®4,670,0007 - HERSHR » BRI EFEE
KU B BRRERA R

In 2013, Ningbo Liwah, a wholly-owned subsidiary of the Company, entered into
a pharmaceutical technology transfer agreement (the “Agreement”) with Tianjin
Longbai Biological Engineering and Technology Company Limited (“Longbai”), an
indirect subsidiary of CIH. Pursuant to the Agreement, Ningbo Liwah agreed to
acquire from Longbai the misoprostol development project for a cash consideration
of US$2,279,000 (approximately Renminbi (“RMB") 14,800,000). The misoprostol
development project comprised the know-how and related materials and technology,
intellectual properties, patent, permit(s) and license(s), and certain supporting
equipment (“Misoprostol Development project”). The consideration would be paid
by Ningbo Liwah to Longbai in cash in several milestone payments. Up to the year
ended 31 December 2015, Ningbo Liwah had paid US$719,170 (approximately
RMB4,670,000). On 12 September 2016, Ningbo Liwah, as claimant, had initiated
legal proceedings against Longbai. In this litigation, Ningbo Liwah alleged that
Longbai was unable to guide Ningbo Liwah to produce qualified samples according
to the Agreement. Ningbo Liwah was therefore seeking the return of the milestone
payment that had paid (RMB4,670,000). On 14 April 2017, the court judged that
Longbai has to return the milestone payment of RMB4,670,000 to Ningbo Liwah.
As of the end of the reporting period, the milestone payment was yet received.
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HE-_ZT—tFNA=1+HI/NMEA For the six months ended 30 June 2017

13. ES REMEWRFIE 13. Trade and Other Receivables

—e—tF T
AA=+E T=A=t+—H

30 June 31 December

2017 2016
SFESw FET
Us$'000 Us$:000
(REEX) (e &#Ez)
(unaudited) (audited)
B 5 EWGIE Trade receivables 46,818 37,174
W B EBGRIBRERE Less: provision for impairment of
trade receivables (967) (439)
45,851 36,735
R ZE 1% Bills receivables 8,963 15,190
5 e W GRIE K W = % Trade and bills receivables 54,814 51,925
TR SRIE I B At RE U SR IE Prepayments and other receivables 15,241 13,272
70,055 65,197
AEFEITTERERE RO ATERFT The Group has a policy of allowing an average credit period of
HooORK(—EBE—X~E+—-_A=+—8 : 90 90 days (31 December 2016: 90 days) to its customers.
RIBWEER -
BIEREHE - AREHK - AEENE Based on the invoice date, the ageing analysis of the trade and
SEWZIE R EREE (B REERE)MN bills receivables (net of impairment losses) of the Group as of
BRI DTN ¢ the end of the reporting date is as follows:
—E—+tfF —E—RF
AA=+H +=ZH=+—H
30 June 31 December
2017 2016
FEx FET
Us$'000 Us$'000
(REEEZ) (&&#EZ)
(unaudited) (audited)
90H AT 90 days or below 39,140 45,300
91%180H 91-180 days 2,544 4,366
181£365H 181-365 days 12,455 1,501
FREm—F Over 1 year 675 758
54,814 51,925
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13. EZ REMEWRIE(HF)

AEBMNE SRUGERERZEEHE
FEAABRE(E15,674,000F T (ZF — R F
+—A=+—H : 6,625,000 T)HfEU
B ZEREWBFERRE B SHEaEE
REBARRBBERBETIRES - 25K
HEZ AW ERFGEENEYRE S
B REBEBALSR  ARAREERA -
HREREETESEREE - BESRKA
WRAAZEWE - AmEBARZEEH
EHRERE - AEETERZSEHF
B AER -

RZZF—tFNA=+H  RKBHITER
EME 5 EUREIE 530,177,000 (=
T—XF+=-—A=+—H :30,110,0003%
TL) c R EE SR FIRER LA B E
RARFEENEEER -

HRN  AEEReREEMREATRE
RENILDEREE - MEBFARF
REEEEAMS MBI SIERFIA -
FBIR T F I & B IR/ FT 158 5K IR
43%(—ZFE—X "F+-_A=+—H :33%
F3.4%)FTE  AEBEH AT HHEL
At - AEBHEBRIAEREEBHENRT
BAZREER -

AR SERBFENEEHREENE
AEDEBKZETR - WIERZTAFE
BB EERE3 R IEEREREEN
BME - R-Z—tFA=1H  BKZ
12,657,000 (ZE—X~"FE+-_A=+
—H :9,370,0003 7t ) 4248 A AN £ B BT 75
RMREER  BEECAAEETORM
& - BRGNS RIBEEREERER
MEFABER  EZEEREEREEK
AEEENSHEBRINEMAESE - ¥
—E—+FXNA=1+H - HEIREERAR
MEEERMEAEH2,657,000FT(=
T—AR"F+=ZA=+—H :9,370,0003%
70) (KizE15) o

HRERREERAERTEREE - &
AEHERETREARENRE -

HE-ZT—+FA=+HLAMEA Forthe six months ended 30 June 2017

13. Trade and Other Receivables (Continued)

Included in the Group’s trade and bills receivables balance are
debtors with aggregate carrying amount of US$15,674,000
(31 December 2016: US$6,625,000) which are past due as
at the reporting date of 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 2017, trade receivables of US$30,177,000 (31
December 2016: US$30,110,000) were neither past due nor
impaired. These related to a large number of diversified
customers of 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 debtors, the Group was obliged to pay the financial
institutions the amount in default. Interest was charged at 4.3%
(31 December 2016: 3.3% to 3.4%) per annum on the proceeds
received from the financial instructions until the date the debtors
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. As at 30 June 2017, bills
receivables of US$2,657,000 (31 December 2016: US$9,370,000)
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 until the bills
receivables were collected or the Group settled any losses suffered
by the financial institutions. As at 30 June 2017, the asset-
backed financing liability related to discounted bills amounted
to US$2,657,000 (31 December 2016: US$9,370,000) (Note 15).

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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HE-_ZT—tFNA=1+HI/NMEA For the six months ended 30 June 2017

13. EZRHE ﬂﬂFELBI IE(M;)

E@EEETEZ%4,579,000%7‘5(:§—/—\¢+
“A=+—H : 4,022,000 T) & # # LA
BERTEE(ME15) - mEEaENER
{8 47,000,000 T(ZZE—XRF+=A

=-+—H :6,000,000%&7T) °

14. O —RBEBEATNER

ZREREEN  2EAARERE

E - EBEFRAUEHRNREEREREAR
BE

15. &=

13. Trade and Other Receivables (Continued)
As at 30 June 2017, the carrying amounts of certain
bills receivables of US$4,579,000 (31 December 2016:
US$4,022,000) were pledged to secure bank borrowings (Note
15) and the carrying amount of the associated liability was
US$7,000,000 (31 December 2016: US$6,000,000).

14. Loan to an Associate
The amount is unsecured, interest-free and repayable on demand.
The directors consider that the carrying amount of this balance
approximates its fair value.

15. Borrowings

—E—+tHF —E—RF
NA=+H +-—A=+—H
30 June 31 December

2017 2016
FEx FET
Us$ 000 US$'000
(REEEZ) (&&#EZ)
(unaudited) (audited)
ELRITHEE Fixed-rate bank borrowings 53,732 40,887
FERITEE Variable-rate bank borrowings 39,227 54,841
BEERBE Assets-backed financing 2,657 9,370
95,616 105,098

DR Analysed into:
BHEH Secured 50,323 71,853
A Unsecured 45,293 33,245
95,616 105,098
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HE-ZT—+FA=+HLAMEA Forthe six months ended 30 June 2017

15. BR (&) 15. Borrowings (Continued)

—E—tF —E—RF
ANA=+tH +t-—A=+—8

30 June 31 December

2017 2016
FER FEx
us$'000 Us$'000
(REER) (JEE=Z)
(unaudited) (audited)
RITEE Bank borrowings 92,959 95,728
R—FANE AR EEERAE  Assets-backed financing due within
one year 2,657 9,370
BIEfsk —F (& E On demand or repayable within one year 95,616 105,098
RZEBE—+F R A=1THRZE—RFT+ As at 30 June 2017 and 31 December 2016, certain banking
ZRA=+—H  BTRITHMEAFFHAE facilities were subject to the fulfillment of covenants relating to
BB TSR AN R B ERETTE certain financial position ratios of the Group, which are commonly
FAMEE - BEATHRSREENEER found in lending arrangements with financial institutions. If the
HABER - WALEERKFE - BRI Group breaches the covenants, the drawn down facilities would
BB B AR ERKER - immediately become repayable on demand.
NEEF A A ST RAENIE The Group regularly monitors its compliance with these covenants
RIZ74G! Eﬁﬂfﬁﬂﬁﬁﬁ?ﬁ\ﬁ—rﬁaﬁﬂa %/TJ\IE\ ° and makes repayments in accordance with the repayment
REBRAEREASHEBETEZER schedule of the term loans. The Group does not consider that it
B ﬁETTﬂ—ﬂ_KT%Eﬁﬁﬁi\@’]’%%gi% is probable that the banks will exercise their discretion to demand
BEE RZIT—tFA=THEZ= repayment of the borrowings as long as the Group continues
—NFt+ZH=1+—H IE?%L&E?EHX to meet these covenants. As at 30 June 2017 and 31 December
R E R AER R o 2016, none of the covenants relating to drawn down facilities

had been breached.
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BE_ZT—tFA=+tHIEAEAR

15. EK (&)

RITEENFEEEDATIIEEE

15.

For the six months ended 30 June 2017

Borrowings (Continued)
The carrying amounts of bank borrowings are denominated in
the following currencies:

—E—+F —E—RF
ANA=+H +=-—H=+—H
30 June 31 December
2017 2016
FEx FET
US$’000 Us$'000
(RBER) (Fe&z)
(unaudited) (audited)
LA B IEER R Represented by:

ARKEE Borrowings in RMB 56,389 50,257
ETEE Borrowings in US$ 38,070 53,310
BITEE Borrowings in HK$ 1,157 1,531
95,616 105,098

HRFEF = Effective interest rate per annum:
RITEE Bank borrowings 4.02% 3.56%

HE-_ZT—tFA=Z1TH  KA&£EEA
D RITE 31,582,000 (= &E—
NE+=-HB=+—H:27,095000%7T)
JEUW =45 4,579,000 L( — T —N&FE+
ZHA=+—8 :4,022,000F %) kHEA
13,901,000 T( —ZE—ARF+ A=+
—H 162,145,000 )M al KB £
BN IEBALBEIRITRVE RIRTTIE A&
R o

HE-_Z—+tF/A=1H » EEKMET
55 45,293,000 (= E—~F+ = A
=+—H : 33,245,0003% 7T ) A A A A5k
NEEME A BIEER -

BEERBERTHABBR S ERE39
AR ULERAENRER HAESHRE
B - HESHMEESAE S REMER
FR(HEE13) - ZFEBER—FA2E -
WAARKEETE °

As of 30 June 2017, the Group had pledged bank deposits
amounting to US$31,582,000 (31 December 2016:
US$27,095,000), bills receivables amounting to US$4,579,000
(31 December 2016: US$4,022,000) and Starry’s listed equity
shares with market values of US$13,901,000 (31 December
2016: US$62,145,000) to secure the banking facilities and bank
borrowings of the Group.

As of 30 June 2017, the unsecured bank borrowings of
US$45,293,000 (31 December 2016: US$33,245,000) were
guaranteed by the Company or subsidiaries of the Group.

The asset-backed financing represented the amount of financing
obtained in factoring transactions which did not meet the de-
recognition requirements in IAS 39. The corresponding financial
assets were included in trade and other receivables (Note 13).
These borrowings matured within one year and were repayable
in RMB.

48 Interim Report 2017 & £ ¥ & \/\



IR 4R & AP HA B S R 2R MY AT
Notes to the Condensed Consolidated Interim Financial Statements

HE-_ZT—LFNA=1THI/MEA For the six months ended 30 June 2017

16. EZ R HMENKIE 16. Trade and Other Payables

—e—tF T A%
AA=+E T=A=t+—H

30 June 31 December

2017 2016
FEx FET
US$°000 Us$'000
(REEX) (JEE=Z)
(unaudited) (audited)
B H IR Trade payables 4,117 3,267
AR Bills payables 2,657 9,370
FERTAR S Dividend payables 9,901 —
H b A5 FOR K E 5T FRIE Other payables and accruals 14,092 10,147
30,767 22,784
BIEEZAE - RBREHR - AEENE Based on invoice date, the ageing analysis of the trade
SIENFTIEHERR ST - payables of the Group as of the end of the reporting date is
as follows:
—E—+tF ZE—RF
AA=+H +tZ-H=1+—H
30 June 31 December
2017 2016
FEx FEx
Us$'000 Us$'000
(RBEZ) (JEE=Z)
(unaudited) (audited)
90H LA T 90 days or below 3,010 1,922
91%180H 91-180 days 34 161
181%365H 181-365 days 136 275
H#i@365H Over 365 days 937 909
4,117 3,267

BA A 22 %37 B A R /A &) Lansen Pharmaceutical Holdings Limited 49



5 BA 4R & AP HA B S i 2R MY E
Notes to the Condensed Consolidated Interim Financial Statements

BE_ZT—tFA=+tHIEAEAR

For the six months ended 30 June 2017

17. BEREKIE 17. Capital Commitments
—E—+F ZE—RF
~A=+H +=ZA=+—AH
30 June 31 December
2017 2016
FTER FET
US$°000 Us$'000
(REEER) (feE=Z)
(unaudited) (audited)
B RIS S IE A R ET AR Capital commitments authorised and
BAAEHE - contracted for the acquisition of:
mEEE Intangible assets 610 447
BERRE Construction and equipment 85 217
695 664
18. BEL RS 18. Related Party Transactions
A - RSB BRE ST RS During the period, the Group entered into the following
transactions with related parties:
BE-ZT—t& HE-ZT—X
AA=tH HFXA=1+AH
1EX1E B IER1EA
Six months Six months
ended ended
30 June 2017 30 June 2016
FTER FEx
Us$'000 Us$'000
(REER) (REezEZ)
(unaudited) (unaudited)
BEXS : Trading transactions:
ENRERMBARNIE Processing fee paid to
(Kt7%a) a fellow subsidiary (Note a) — 146
B —fEEEARMIE Processing fee paid to an
(K3Ea) associate (Note a) — 475
m—HEBEARBEEm Purchase of goods from an associate
(Mfz¥a) (Note a) 8 52
W—HRZEMBAREES®  Purchase of goods from a fellow subsidiary
(Fizta) (Note a) — 2,447
JEM B AR R E (MsEb) Entrusted fee payable to an associate (Note b) 389 —
JE LS & A B N T2 (Bt akc) Processing fee receivable from an associate
(Note ¢) 2,188 —
x5 - Other transactions:
ERRRKBARHEESRS Rental expenses paid to fellow subsidiaries 23 23
iRl Acquisition of an associate — 5,085
FEME R B ARIMMEEER  Cross guarantee commission income
WA (MiEEd) receivable from a fellow subsidiary (Note d) 36 —
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18. BEAFXRE (&)
T B AR HAR M KB

18.

HE_ZT—tFA=+HIEAEAAR

For the six months ended 30 June 2017

Related Party Transactions (Continued)

The

following balances were outstanding at the end of the

reporting period:

—E—+ifF ZE—RF

AA=+E +=A=+—H

30 June 31 December

2017 2016

FEx FET

us$'000 Us$'000

(REEZ) (e #Ez)

(unaudited) (audited)

B N A R GR(HisEe) Amounts owed by an associate (Note e) 2,225 1,941

m— BB S AR E K (FIEE14) Loan to an associate (Note 14) 3,469 =
EESNEVNCIENCiET)) Amounts owed by fellow subsidiaries

(Note e) 5,783 4,143

BiRE -

RZZ—RF=ZA=+MA ' BAEBEZRE
RAB(TBAEEBV)] » KRB ZEMEAR)IK
B AR AR ([£(2]) 30.0%A0AHE -
BB ZREKAAABNBERT o Ef
RZ BRI RARRNRRMEBLRRF -

BiF—F—NENA -+ BRI 4 (BVI)
FIMERANITER B ZEMIELER
F) o FEUUBRBAEBVIRENRE AR
(TBAEBVNIEE)BEFHFEMITEAR °
R - MR P UE Y B A BT E R 2K
ARIN10% K Mk 2 =X NERIERET

BEZENIERGZ  ZERUIZFAHE
(BVDE& B N THEWIRIE @ o MIE AR
M AR AEERER  SEHAERNIERD
2 ERAANHN10% I ANRK ©

RZZE—AFANAZTHMA - JFRIE - HHR
HEEYMIREEMERAB(SWEE]) &
A AR RMIB R 7 R B4 BV ] AR B R 1
F OB RZE-—R"FLtA-—HBHE=-FT—
NERNAZTBRBESHORITEFUREE
REABEFEEHT B A FIREER - FRRAERE
FHBAE R-ZE—tFA=1+H &
WEEFTIREEREEE 418,815,000 (AR
#127,460,0007T) (ZFE—A<F+=A=+—
H : 14,415,0003 T (A K% 100,000,0007T))
RRITIEE T RAEBUAEEFRZEERES
25,485,000 7t #95,500,000 % &) A 37 A% 17 #E
& % 4,428,000% 7T ( A £ #30,000,0007T ) #
TERER(ZE—R"E+=-A=+—H8: &
NEBAREEFFAETEA37,978,000F TH)
5,500,0000% Bl AL BR D HELR) ©

REsa B E ' Mot TR M4
HRER A HE B M AT E £ E 5 UK
o RABEER  RERBREREE -
RBE_Z—tFAA=tTHLERNEAR-ZE
—ANEFETZRA=+—RIEFE - AEETER
B EREBFTANRERMELEFBE - 7
EREIES R H IR S E S EFER o

Notes:

A&

On 24 March 2016, Lansen Pharmaceutical Holdings Limited (“Lansen (BVI)"),
a wholly-owned subsidiary of the Company, acquired 30.0% equity interest
in Natural Dailyhealth Holdings Limited (“Natural Dailyhealth”). Since that
date, Natural Dailyhealth becomes an associate of the Company. Natural
Dailyhealth was a fellow subsidiary of the Company before that date.

Pursuant to the entrusted processing framework agreement signed between
Natural Dailyhealth and Lansen (BVI) on 20 September 2016 (the “Entrusted
Processing Framework Agreement”), Natural Dailyhealth may request Lansen
(BVI) and its subsidiaries (the “Lansen (BVI) Group”) to enter into the
processing order contracts with customers. During the period, an entrusted
fee was payable to Natural Dailyhealth for the difference between the
amounts received from customers and the costs incurred in relation to the
processing of the products plus a mark-up rate of 10%.

Pursuant to the Entrusted Processing Framework Agreement, Natural
Dailyhealth may entrust Lansen (BVI) Group for the processing of the
plant extract products. The processing fee is charged on a cost-plus basis,
representing all costs incurred in relation to the processing of the products
plus a mark-up rate of 10%.

On 24 June 2016, Ningbo Liwah, Jilin Haizi Bio-Engineering Technology
Company Limited (“Jilin Haizi”), a fellow subsidiary of the Company
and Lansen (BVI) entered into a cross guarantee agreement, pursuant
to which the parties may, provide or procure its subsidiaries to provide
certain guarantees to banks in relation to the banking facilities of each
other from 1 July 2016 to 30 June 2019. Commission fee is charged by
guarantee service providers. As at 30 June 2017, the bank borrowings with
carrying amount of US$18,815,000 (RMB127,460,000) (31 December 2016:
US$14,415,000 (RMB100,000,000)) drawn by Jilin Haizi was secured by
the Group with 5,500,000 shares in Starry held by the Group with market
values of US$25,485,000 and pledged bank deposit of US$4,428,000
(RMB30,000,000). (31 December 2016: Secured by 5,500,000 shares in
Starry held by the Group with market values of US$37,978,000.)

The amounts due represented the advances to suppliers on the goods to be
purchased or processing services to be provided and trade receivables arisen
from the sales of goods. The amounts due are unsecured, interest-free and
repayable on demand. The Group has not made any allowance for bad or
doubtful debts in respect of these balances nor has any guarantee been
given or received during the six months ended 30 June 2017 and the year
ended 31 December 2016 regarding related party transactions.
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BE_ZT—tFA=+tHIEAEAR

18.

19.

RELXRZ (&)
RABEZRR  NEBEHTRZIHIRIE
BREGRE—RABEHTET -

HRN - AEESNTFEEERABAIAX
NAESE)NFINA234,000% T (FHE=
T—RFENA=FTHIEEAR : 240,000
EJTT) °

HREE

R-ZE—RFLARA  ARFEM - R
BRYBEIEXERAR([READHE
BRrfHEzAE REAERRS)
AR R F AR ER L ERAEREFRA
(T&F#RD) - RZT—AFNAZ+HMA -
BERTEWIABHFANERE - R_F—
AETATRRA BRIYFENREADS
R TER o RIFT  REAERHE
M ERFHEREAREERDYME
BEREREENEKX - AltRERTE
BRHREOAREIOBET(R-_Z—+
FRA=THAORI03BEXT) MIEHE
EREBA o ARBEEHFRREPBRIAR
BRSEER EREBEARPHMERE
RHMBREES  ARERSIARESR
HHeEHER  REBEEZEBERER @ &
BAMAEE A A LR IBA R 2R ETTH
o WS HRETHEHANEETHA
- ZEARBEINEERLTRD
RER  EEERRR  BEE(E)
IR BREBORHETE - Bt - ANEBEREER
S EREESE  AREGRELT EL
ZAFAAMEH ERBYE - AR RERIBER
ERENEERRREBR M - B
FESF AR - ARRARENERZE
HNER - MEEMERER @ S2EE

AITTBRE -
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For the six months ended 30 June 2017

Related Party Transactions (Continued)

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 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$234,000 (Six months ended 30 June 2016:
US$240,000).

Contingent liabilities

Litigation

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$10.3 million
as at 30 June 2017) from Ningbo Liwah, as well as relevant legal
fees. The Group has sought opinion on the Litigation from its
legal counsel in the PRC. Based on the information available as
of the date of the Interim Financial Statements, the Group have
been advised by the legal counsel that the judgement would be
pronounced soon. According to the legal counsel, it is possible
that the Claimant and the Group may resort to mediation as
suggested by the court. Moreover, due to the responsibilities of
both parties in respect of the incident are not explicit, and that
adequate evidence to support the losses claimed by the Claimant
is in doubt, the legal counsel is of the view that the amount
of compensation, if any, cannot be determined at this stage.
Accordingly, the Group is not able to reliably assess the amount
of provision and thus 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.
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19.

20.

HE-ZT—+FA=+HLAMEA Forthe six months ended 30 June 2017

Contingent liabilities (Continued)

Financial guarantee issued

As mentioned in note 18(d), the Group has issued the guarantee
to a bank in respect of borrowings made by Jilin Haizi, a fellow
subsidiary of the Group. Under the guarantee, the Group is
liable for a maximum of RMB130,000,000 (equivalent to
US$19,190,000) borrowings drawn by Jilin Haizi from the bank.
The maximum liability of the Group at 30 June 2017 under the
guarantee issued represents the amount drawn down by Jilin Haizi
of RMB127,460,000 (equivalent to US$18,815,000) (31 December
2016: RMB100,000,000 (equivalent to US$14,415,000)). The
financial guarantee is not recognised in the Interim Financial
Statements because the fair value of the guarantee was
insignificant and the directors did not consider it is probable
that a claim would be made against the Company under the
guarantee.

Fair Value Measurements

20.1 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.

The following table presents financial liabilities included in
the condensed consolidated statement of financial position
as at 30 June 2017 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).
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HE-_ZT—tFNA=1+HI/NMEA For the six months ended 30 June 2017

. AFEFEE) 20. Fair Value Measurements (Continued)
201 EfeREBE(E) 20.1 Other Financial Liabilities (Continued)

F1K 24 E3R st
Level 1 Level 2 Level 3 Total
FERL FER TFER TFTER

US$'000 US$'000 US$'000 USS$'000

—ZE—tHFXA=1+H 30 June 2017 (unaudited)
(REER)
a1&: Liabilities:
BRAFEFABRN Financial liabilities at fair value
cRaE through profit or loss
— HitmaEs — Other financial liabilities — — 1,255 1,255

— — 1,255 1,255

—E—XRFE+=-A=+—H 31 December 2016 (audited)

(&®z)
B1E: Liabilities:
BATERT A B Financial liabilities at fair value
eHAE through profit or loss
— HAEthemBE — Other financial liabilities — — 1,226 1,226

= = 1,226 1,226
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HE-ZT—+FA=+HLAMEA Forthe six months ended 30 June 2017

. AFEFEE)
201 EfteREBE(E)

20. Fair Value Measurements (Continued)
20.1 Other Financial Liabilities (Continued)
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No gain or loss relating to this contingent consideration has
been recognised in profit or loss for the period.

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
inputs to fair value contingent consideration are shown
as below:

Relationship of
Significant unobservable input(s) to
unobservable input(s) fair value

Discount rate of 4.7% The higher the discount rate,
the lower the fair value.

Probability of sales The higher the probability of

achievement, which is sales achievement, the
100% higher the fair value.
Period of sales The earlier the period of

achievement, which are sales achievement,
year 2020 and year the higher the fair value.
2023

Increased discount rate by 1% would decrease the fair value
on other financial liabilities by approximately US$46,000
whilst decreased discount rate by 1% would increase the
fair value on other financial liabilities by approximately
US$48,000.

There were no changes in valuation techniques during
the period.

There were no transfers between levels during the period.
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HE-_ZT—tFNA=1+HI/NMEA For the six months ended 30 June 2017

. AFEFEE) 20. Fair Value Measurements (Continued)

201 EfeREBE(E) 20.1 Other Financial Liabilities (Continued)
DRREIRNERBEMEANG The financial liabilities classified in level 3 use valuation
BERM IR EIEER Al B2 TG & techniques based on significant inputs that are not based
BERNERBAE - HWEANSHMTA on observable market data. The financial instruments within
AN &S ER B HR R A SRR BIRR AT this level are reconciled from opening to closing balances

as follows:
FEx
Us$'000
BfE Liabilities
BAFEFABRAN Financial liabilities at fair value through
SRBE: profit or loss:
RZE—R"E—H—H At 1 January 2016 1,170
FMB R FORR A9 ER @ 8 Unwinding of discount on provision
charged to profit or loss 56
RZZ—REFTZA=FT—AWEZ)& At 31 December 2016 (audited) and
—ET—tF—H—H 1 January 2017 1,226
B ZS R A HT IR [B] 8 Unwinding of discount on provision
charged to profit or loss 29
R=ZB—tFXA=ZTHKREER) At 30 June 2017 (unaudited) 1,255

202 fTESRM T A 20.2 Derivative Financial Instrument
RZE—XRF=ZA=-+WMA ' A% On 24 March 2016, Lansen (BVI) signed a sale and purchase
BVNZEFTTEE Wz - WHECAHK agreement to acquire approximately 19.1% equity interest in

NTZERE191%0%HE - KRB A Natural Dailyhealth, the subsidiary of CIH, at a consideration
AR®338 E (4 /45,085000% of RMB33 million (approximately US$5,085,000) of which
JL) c ERARE2SHEELAES - RMB28 million was in cash and RMB5 million by way of
ARBSEERERBEBRERRA consideration shares in entire issued share capital of Natural
AR EEBITIRE o Dailyhealth Tech Limited.
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HE-ZT—+FA=+HLAMEA Forthe six months ended 30 June 2017

. AR EFE(E)
202 TESR T E(4E)

20. Fair Value Measurements (Continued)
20.2 Derivative Financial Instrument (Continued)

RIERERE  R_T—X~FE=A
—+ABEI5EA NAEREER -

BAAEBV)AI 2 EBIE(MEBER)
REHEITE _MRMHRBE - MER
EEBRTIRF _MRERND -
MERZZTE—R"FE=A=-+HWTHE
IWEER19.1% [ - BeFaHER
BEEBREEIBRMDOES TEAR
30% (BNEREEEIME) - KT —RF
NB-+—-8  REHEENT -
Bt - "EEFEERE30% KA
o ERNAEEHEREERNY

2 FEIZEBKAENEEMNB

—HE BT ARF=A=+
MERME—_ERAFBRAGB=EA
HM([fT#8]) - BBEBVNZ BT
FRMHBAENRER - ERERN
HEGEAEEEBERAEBVIRE
NEHRERMD (TR DITHE) -
HFREEETEZBENSEARN -
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B - BBV ZAITERIGE#ERN
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RIS R R AT TR AR HARE o

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 Natural Dailyhealth 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 Natural Dailyhealth, which is the call option. On
22 August 2016, the call option was executed. Accordingly,
the Group holds 30% equity interest in Natural Dailyhealth.
Having significant influence over Natural Dailyhealth,
Natural Dailyhealth becomes an associate of the Group
since that date.

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”),
Lansen (BVI) is entitled to exercise the put option to require
Natural Dailyhealth to purchase all (but not part) of the
subscription shares then held by Lansen (BVI) at the put
option strike price. Natural Dailyhealth 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 Natural Dailyhealth.
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HE-_Z—+tF"A=1+HI/MEA For the six months ended 30 June 2017
. AP EFEE) 20. Fair
202 T eMITA(E) 20.2

TEERTANER ZEHEAURF
BIME ' TREIR-_FT—LtF
NA=THOBRAEEMBRRER
N REBEATFEEBRIZBETEE
EURFEFENTEEHTA -
RNHERBREATHR :

F1&: HREEREBRMHH
WECREHAER):

F2R . HEBEERFIRAEEN
WE AN B (AZ(E
R EE(BNBERE
H)BENBABE &

F3 . REEAFERAER

M5 EIR A 8 ABUR (T
AERHABE)

nterim Financial Statements

Value Measurements (Continued)

Derivative Financial Instrument (Continued)

The derivative financial instrument is stated at fair value
by using the binomial model, the following table presents
derivative financial instrument included in the condensed
consolidated statement of financial position as at 30 June
2017 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).

F1R H2HK E3K st
Level 1 Level 2 Level 3 Total
FExx FEx FER TFExn
US$'000 US$'000 US$'000 USS$'000
—E—tHEXA=1+H 30 June 2017 (unaudited)
(REER)
BE: Assets:
BEAFEFTABREW Financial assets at fair value
TREE through profit or loss
— fTEE€mMIA — Derivative financial
instrument — — 872 872
— — 872 872
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BHE_FT—

. AP EFEE) 20.

+HENA=Z+HINMEA For the six months ended 30 June 2017

Fair Value Measurements (Continued)

202 TSR T R (&) 20.2 Derivative Financial Instrument (Continued)
E1HR F2H FE3W st
Level 1 Level 2 Level 3 Total
FET FTET TErT TET
US$'000 US$'000 US$'000 US$'000
—E—XF+=-A=+—H 31 December 2016 (audited)
(&&#EZ)
BE Assets:
BAFEGAERD Financial assets at fair value
TRVEE through profit or loss
— {TEEmIT A — Derivative financial
instrument — — 2,280 2,280
— — 2,280 2,280

REEDERETAABER28(2
EHEBROHER  FLEREKaEX
KA IAERE)EE - 25 E
ATHABRGABIENZ TR AR
BEIANBAFENBERERTN
T

L
BAER N ERARESS,681,6407T

FRBMRER0%
TR K 1823.349%
RERGER L% @ AfTESRTARNTEBESE

IN49190,000% 7T * MABRIR A BHE T #k5% » BIFTE
SR TEAFEBESHP4225000ETT

BHRIE L F5%
168,000 + MIEH R IR F%5%
NFEBESENA170,000%ETT ©

AfTAERIARTEBREHID
RINTESRIA

FlBEBMEE FFH5%
FA#1191,000% 7T ©

CANTESRIARTEERES

HRE R 2 A EE R -

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 and relationship of these
inputs to fair value contingent consideration are shown
as below:

Put option
Underlying share price of RMB58,681,640

Annualised dividend yield of 0%
Expected volatility of underlying share of 23.349%

Increased underlying share price by 5% would increase the fair
value loss on derivative financial instrument by approximately
US$190,000 whilst decreased underlying share price by 5% would
decrease in fair value loss on derivative financial instrument by
approximately US$225,000.

Increased expected volatility by 5% would decrease the fair value loss
on derivative financial instrument by approximately US$168,000
whilst decreased expected volatility by 5% would increase in fair
value loss on derivative financial instrument by approximately
Us$170,000.

Increased annualised dividend yield by 5% would decrease the fair
value loss on derivative financial instrument by approximately
US$191,000.

There were no transfers between levels during the period.
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202 TESRMT A (&)
DEAFIFNEBEEMEANG
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For the six months ended 30 June 2017

20. Fair Value Measurements (Continued)
20.2 Derivative Financial Instrument (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

AN &S ER B HR R A SRR BIRR AT this level is reconciled from opening to closing balances
as follows:
FET
Us$'000
BE Assets
BN ERT AEZR Financial assets at fair value through
TRVEE : profit or loss:
R-F—RF—H—H At 1 January 2016 —
NE Addition 3,488
R FHERR Derecognise (2,174)
MBI AATERE Fair value gain on derivative
financial instrument 1,129
b 5 518 Exchange loss (163)
REZZE—AFTZA=1T—HEEZ) At 31 December 2016 (audited)
A-_ZF—+F—HA—H and 1 January 2017 2,280
TSR T AEATEEIS Fair value loss on derivative
financial instrument (1,444)
b 5 Wz Exchange gain 36
RZB—tFAA=THCKEEK) At 30 June 2017 (unaudited) 872

TSR T ENF(EEIE1,444,000
ETLERBRNESEPER °

Fair value loss on derivative financial instrument of
US$1,444,000 has been recognised in profit or loss for
the period.
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