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Lee’s Pharmaceutical Holdings Limited (the “Company”, together with its subsidiaries, the “Group”, Hong
Kong stock code: 950) is a research-driven and market-oriented biopharmaceutical company with more than 20 years of

operation in the pharmaceutical industry in the People’s Republic of China (the “PRC” or “China”).

The Group is fully integrated with solid infrastructures in drug development, clinical development, regulatory,
manufacturing, sales and marketing based in Mainland China with global perspectives. The Group has established
extensive partnerships with over 20 international companies and currently markets 17 proprietary and licensed-in

pharmaceutical products in Mainland China, Hong Kong and Macau.

The Company focuses on several key disease areas such as cardiovascular, oncology, gynaecology, urology,
dermatology and ophthalmology. It has more than 50 products under different development stages stemming from both
internal research and development as well as from the licensing of development, commercialisation, and manufacturing

rights from various United States, European and Japanese companies.

The Group carries out its sales and distribution activities in Hong Kong and Mainland China through Hong
Kong office and branch offices in Guangzhou, Shanghai and Beijing with network covering most of the provinces
and cities in Mainland China, marketing both domestic self-developed products and overseas licensed-in products.
Zhaoke Pharmaceutical (Hefei) Company Limited, a subsidiary of the Group, is currently operating the manufacturing
plant of the Group located in Hefei, Anhui Province of the PRC, comprising four GMP-compliant workshops for
the production of topical gel, lyophilised powder for injection, small volume parenteral solutions and eye gel. Zhaoke
Pharmaceutical (Guangzhou) Limited, a subsidiary of the Group, is currently developing the new manufacturing site
in Nansha District, Guangzhou of the PRC which will enable the Group’s expansion into solid-dose products such as

tablets and capsules as well as ophthalmic products in the near future.

The mission of the Company is to become a successful biopharmaceutical group in Asia providing innovative

products to fight diseases and improve health and quality of life.



Currently, the Group has the following products in the market:

Country Market
of origin PRC Hong Kong Medical application
Proprietary products:
* Livaracine® PRC v Heart and other cardiovascular diseases
Yallaferon® PRC v Viral-infected venereal diseases
* Slounase® PRC v Reduction of bleeding
* Eyprotor® PRC v Cornea ulcer
Licensed-in products:
* Carnitene® Ttaly v Cardiac diseases
Ferplex® Spain v Treatment of sideropenic anaemias
* Zanidip® Italy v v Hypertension
Aloxi® France v Prevention of nausea and vomiting associated with
emetogenic cancer chemotherapy
Veloderm® Ttaly v Burns and wounds healing
Gaslon N® Japan v Gastric ulcer and gastritis
UNIDROX® Italy v Treatment of urinary tract infections and
respiratory tract infections
Levocarnitine Italy v Primary and secondary carnitine deficiency
oral solution
Remodulin® USA v Treatment of pulmonary arterial hypertension and
to diminish symptoms associated with exercise
Mictonorm® Germany v Urinary incontinence
Trittico® Italy v Insomnia/Depression
Oncaspar® USA v Leukemia
Dicoflor® Italy v Probiotics

* In the National Drug Reimbursement List of the PRC



2017 2016 Change
HK$°000 HK$°000
Revenue 1,008,522 929,821 +8.5%
Profit attributable to the owners of the Company 232,559 252,002 =7.7%
Total equity attributable to the owners of the Company 1,804,346 1,601,726 +12.7%
HK cents HK cents
Earnings per share
Basic 39.38 42.79 -8.0%
Diluted 39.26 42.60 -7.8%
Dividend per share
Interim 3.4 3.3
Final 7.0 7.9
Total 10.4 11.2 -7.1%
Dividend payout ratio 26.4% 26.2%
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For the year ended 31 December

2017 2016 2015 2014 2013
HK$°000 HK$°000 HK$°000 HK$°000 HK$°000
Revenue 1,008,522 929,821 922,150 955,208 696,953
Cost of sales (326,118) (261,586) (273,986) (284,685) (193,700)
Gross profit 682,404 668,235 648,164 670,523 503,253
Other income 47,109 72,137 12,194 17,572 10,731
Gain on deemed disposal of a subsidiary 58,066 - - - —
Gain on deemed disposal of interest in
an associate - = 31,825 = =
Fair value changes of derivative financial
instruments - - 10,092 (10,092) -
Impairment of intangible assets (52,326) (23,324) (8,192) (5,649) (6,094)
Selling and distribution expenses (214,150) (204,225) (256,465) (309,202) (222,850)
Administrative expenses (159,218) (146,511) (112,310) (99,345) (78,511)
Research and development expenses (85,057) (67,886) (38,883) (32,315) (26,168)
Profit from operations 276,828 298,426 286,425 231,492 180,361
Finance costs (4,256) (3,803) (3,040) (2,671) (1,853)
Share of results of associates (14,944) (12,019) (29,450) (668) (2,418)
Profit before taxation 257,628 282,604 253,935 228,153 176,090
Taxation (54,689) (50,198) (40,938) (41,368) (27,087)
Profit for the year 202,939 232,406 212,997 186,785 149,003
Attributable to:
Owners of the Company 232,559 252,002 229,052 192,830 150,467
Non-controlling interests (29,620) (19,596) (16,055) (6,045) (1,464)
Profit for the year 202,939 232,406 212,997 186,785 149,003



As at 31 December

2017 2016 2015 2014 2013
HK$’000 HK$’000 HK$°000 HKS$’000 HK$’000

Non-current assets 1,451,206 1,177,685 1,009,659 639,392 523,884
Current assets 873,318 883,712 841,469 729,988 641,771
Current liabilities (431,085) (358,375) (281,956) (308,179) (272,157)
Net current assets 442,233 525,337 559,513 421,809 369,614
Non-current liabilities (96,507) (68,306) (52,344) (62,334) (41,440)
Net assets 1,796,932 1,634,716 1,516,828 998,867 852,058
Total equity attributable to the owners

of the Company 1,804,346 1,601,726 1,467,438 934,341 786,005
Non-controlling interests (7,414) 32,990 49,390 64,526 66,053
Total equity 1,796,932 1,634,716 1,516,828 998,867 852,058



Dear shareholders,

On behalf of Lee’s Pharmaceutical Holdings Limited (the “Company”) and its board (“Board”) of directors
(“Directors”), I am pleased to report another successful year for the Company with solid performance. In 2017, we
celebrated our 15 years anniversary of listing on the Hong Kong Stock Exchange with sales breaking the HK$1.0 billion
ceiling for the first time in the Group’s history. We also witnessed an accelerating pace of innovation, good progress on
the construction works of our manufacturing facilities, strengthening of our research and development (“R&D”) force

and intensification of our efforts in pharmaceutical development activities.

Despite the trend towards stabilisation, the pharmaceutical business environment remained challenging
throughout the entire year under review. On one hand, limited state-funded healthcare insurance led to continuous
pressure on the prescription drug prices and demands. On the other hand, the inflationary increase in raw material
costs and manufacturing overhead in China eroded our gross profit margin. Nevertheless, we marched on with our
turnaround in revenue growth with the fourth quarter of the year under review marked our sixth consecutive quarter
of revenue growth and second quarter in a row of double digit revenue growth. The record revenue of HK$1.0 billion

represents a remarkable 100 times leaps of sales in fifteenth years since listing.

During the year of 2017, we continue to invest heavily in our R&D activities and already reached the level of
18.3% of our total revenue. By taking big steps forward, we have accelerated ourselves to reach the destinations of our
near term opportunities in our pipeline portfolio. To date, we have over 50 projects in our pipeline which focusing on
high unmet medical needs in various therapeutic areas such as cancer, cardiovascular disease and ophthalmology, and

of which, we should expect at least § projects which will be completed their developing stages within the next 48 months.

We continue to strengthen our manufacturing capability in Nansha and Hefei. Our solid dose production
facility in Nansha is fully operational and is currently in the final stage to obtain relevant GMP certifications. Our
ophthalmology production facility in Nansha is in the installation and commissioning stage, and the preparation
work to obtain manufacturing license is in progress. Our Hefei facility is currently equipped with the full spectrum of
injection product manufacturing capability, and we are now working on the plan to move upstream by erecting facilities

on site of active pharmaceutical ingredient (“API”) sources to ensure product quality and save costs.



Looking back, we are proud of the journey that we have been taking to grow the Company organically from a

start-up to a fully integrated specialty pharma during the past 15 years as a public company.

Looking ahead, we are full of confident that the best is yet to come. Pharmaceutical industry in China is going
through drastic structural adjustments and transformations. Nevertheless, we have already built a solid foundation to
embrace competition and rise above the challenges. Science is our relentless pursuit and innovation is the cornerstone of

our success and our future.
Finally, a vote of thanks to our business partners, management team and staff, as well as my fellow Board

members is in order. We are committed to building value for our shareholders, and we will be single-minded in our

pursuit of that objective.

Lee Siu Fong

Chairman

Hong Kong, 22 March 2018



2017 was a challenging yet exciting year for the pharmaceutical sector in China in general and the Group in
specific. Chinese Government continued major medical reform during the year in order to ease the costly medical
treatment and burden from both patients and the reimbursement system, together with the implementation of policies
and measures such as two-invoice system, drug price negotiation, and pay by diseases. All those measures have put

pressure on pricing.

On the other hand, the healthcare sector in China continued its transformation and liberalisation processes.
The Government has introduced supportive and favourable policies on drugs and medical devices innovation, such
as accelerated approval times and the recognition of international clinical trial data. New drug review and approval
process is more in line with international standard that will quicken the time-to-clinic and time-to-market for innovative
drugs and medical devices. Reimbursement policy is also under review that will provide more resources to drugs that

address highly unmet medical need.

Against this backdrop, the Group continued to experience downward pressure on pricing during 2017, albeit it
was to a lesser extent than previous year. Coupled with a reemergence of inflationary pressure on material costs such as
active pharmaceutical ingredient (“API”), there was a squeeze on gross margin. In addition, the increasing spending in
research and development (“R&D”) heaped pressure on operating profit. Those factors resulted in a deceleration of net

profit growth during the year under review.

On the brighter side, year 2017 marked the 15 year anniversary of the Group’s listing on the Hong Kong Stock
Exchange with important milestone as the Group finally reached the HK$1 billion annual sales level. Revenue growth
has been in the positive territory for the past six quarters and the pace of recovery has been accelerated. Taking
advantage of the new measures favoured innovation, the Group can have more peace of mind in adopting an aggressive
yet prudent approach in its R&D budget on various development projects on hand as well as the licensing of new
compounds and products activities to enrich the pipeline and expand the portfolio to fuel for future business growth. As

a result, 2017 had become a banner year for the Group’s R&D effort.

In addition, following the structural adjustments and transformation in the industry, the pharmaceutical
investment and capital markets have also become increasingly hot towards the end of 2017 and beyond. Therefore, the
Group capitalised the chance to raise capital for its Taiwan-based development arm in cardiovascular disease area in

2017.

Overall, the Group delivered a solid result in 2017 which provided sufficient resources to progress towards the

path to become a successful specialty pharmaceutical company in China.



Revenue and Profit

The Group generated a revenue contribution of HK$1,008,522,000 from the sales of pharmaceutical products in
2017, representing a growth of 8.5% as compared to that of in 2016. Major six products contributed 94.9% of revenue
in 2017, decreased by 1.3 percentage points as compared to that of in 2016, indicating progressive improvement of sales
of other products. Sales of licensed-in products was HK$544,402,000 (2016: HK$489,748,000) and accounted for 54.0%
(2016: 52.7%) of the Group’s revenue while sales of proprietary products was HK$464,120,000 (2016: 440,073,000) and
contributed 46.0% (2016: 47.3%) of the Group’s revenue.

Overall revenue growth of licensed-in products resumed positive in 2017. Ferplex® achieved decent revenue
growth of 25% and exceeded HK$100 million revenue in a year for the first time. Revenue growth of Zanidip® turned
positive again to 17.0%, while that of Carnitene® fairly improved by 4.6%. Together with the increased revenue
contribution from the sales of other licensed-in products such as Remodulin®, the Group has recorded revenue growth of

11.2% from its licensed-in products in 2017.

Proprietary products sustained a balanced revenue growth of 5.5% in 2017, improved by 0.4 percentage point
as compared to that of in 2016. Yallaferon® and Livaracine® achieved modest revenue growth of 5.4% and 9.1%,
respectively. Sale of Slounase® was underperformed in 2017 but the shortfall nevertheless compensated in full by the

robust revenue growth from Eyprotor® during the year under review.

Overall gross profit margin was 67.7% in 2017, declined by 4.2 percentage points from 71.9% in 2016, reflecting
the combined adverse effects of increased material purchase costs for the production of in-house products as well
as increase in import costs of licensed-in products due to the appreciation of Euro throughout the year under
review. The Group continued to put more resources into R&D of new drugs, especially in cardiovascular, oncology
and ophthalmology therapeutic areas. Overall, HK$184,605,000 was spent in R&D activities during 2017 (2016:
HK$169,198,000), representing 18.3% (2016: 18.2%) to the corresponding yearly revenue. Among which HK$85,057,000
(2016: HKS$67,886,000) has been recognised as expenses and HK$99,548,000 (2016: HK$101,312,000) has been

capitalised as intangible assets.

The Group continued to streamline its sales and marketing efficiency in 2017 and the selling expenses
to revenue ratio has further lowered to 21.2% (2016: 22.0%). In addition, a one-time net positive impact of
approximately HK$5,740,000 was recorded in 2017 which comprised the gain on deemed disposal of certain interest
in CVie Therapeutics Limited (“CVie Taiwan”) of HK$58,066,000 and the written off of certain intangible assets of
HK$52,326,000.

Net profit attributable to the owners of the Company was HK$232,559,000 (2016: HK$252,002,000), and
recorded net profit margin of 23.1% (2016: 27.1%).



Quality System, Production and Manufacturing Facilities
During the year under review, the Group continued to upgrade and enhance the production capability in Nansha
and Hefei.

The Group’s solid dose production facility in Nansha is already fully operational with valid manufacturing
license. In 2017, the Group continued to work on the GMP compliance matters. To date, the GMP certificate for
its outer packaging operations for Mictonorm® has been obtained, while the applications for the GMP certificates in

respect of manufacturing of Azilsartan and Sodium Phenylbutyrate are still underway.

Ophthalmology product production facility in Nansha is now in installation and commissioning stage. In 2017,

the Group commenced the preparation work for the application of manufacturing license.

In Hefei, the Group adopted the strategy to move up the value chain for proprietary products. The construction
of facility on site of source of API production for Eyprotor® is in progress. In addition, the Group invested in snake
farm and related facility in Huangshan for venom extraction and was already in operation. Those efforts will help

control both quality and cost of API.

Drug Development

In March 2017, Powder Pharmaceuticals Incorporated (“PPI”), an associated company of the Group, has been
granted by China Food and Drug Administration (“CFDA”) priority review for the clinical trial application of its
product, namely Zingo®, a needle-free local analgesia delivery platform technology for pediatric use. The approval of
the clinical trial application was obtained in December 2017. Furthermore, in August 2017, Zingo® obtained product
registration certificate from Hong Kong Department of Health. Zingo® will be launched in Hong Kong at the beginning

of second quarter of 2018.

In June 2017, registration enabling global Phase Ib/Ila clinical study of Adapalene and Clindamycin combination
hydrochloride gel for acne vulgaris (moderate to severe acne) was completed and positive results therefrom which
met pre-specified endpoints was attained. The study demonstrated that patients treated with 0.1% Adapalene + 1%
Clindamycin showed the best results in the percent reduction in both lesion and inflamed lesion count. The Group had
held meeting with CFDA to discuss phase III protocol with positive conclusion. The Group will commence registration

enabling Phase III study during the second quarter of 2018.

In July 2017, registration enabling global Phase III clinical trial for advanced liver cancer using its oncolytic
immunotherapy called Pexa-Vec (formerly JX-594), the PHOCUS study, has been approved (Approval No.
20171L04441) by the CFDA. The clinical study will globally enroll 600 patients (300 in China, 300 in the rest of the
world) and over 250 of the patients required from the rest of the world have been enrolled to date. In China, the study
will be led by world-renowned oncologist Professor Qin and 26 major cancer centres around China have been confirmed
to participate. The preparation work has been gearing up and first China patient is expected to enroll in second quarter
of 2018.



In January 2018, China Oncology Focus Limited (“COFL”), a 65% owned subsidiary of the Group, has been
granted the approval to proceed with the clinical trials for ZKABOO1, an anti PD-L1 monoclonal antibody, in three
separate cancer indications. The trials will be anticipated to use a 3+3 design with 5mg/kg, 10mg/kg and 15mg/kg
dosing regimens. Once the Maximum Tolerated Dose (MTD) has been established, addition patients are expected to
be recruited in an expanded Phase I protocol. Clinical data from these studies is expected to be available by the end of

2019, and positive results could lead to conditional approval of the antibody prior to a confirmatory Phase III study.

During the year, the Group submitted three Investigational New Drugs (“IND”) to the CFDA for TGO02,
Gimatecan and Tecarfarin respectively. These three products are new chemical entity (NCE) and will be developed
for cancer treatment and anticoagulation treatment. Clinical studies will be initiated during the second half of 2018 in
both Hong Kong and mainland China. The three NCE IND submissions rank the Group fourth in the nation in 2017
among 4,000 Pharma and Biotech companies, followed a second national ranking in 2015. It again affirms the Group’s

premium position as an R&D driven, innovative specialty pharma with biotech spirit.

International Partnerships

In June 2017, the Group made an exclusive licensing and collaboration agreement with Windtree Therapeutics,
Inc. (“WINT?”) for the development and commercialisation of KL4 surfactant products in Asian countries. In addition,
WINT granted the Group an exclusive license to manufacture KL4 surfactant in China. The Group is working on the
technology transfer now and manufacture of the product will be made shortly. NDA submission is expected before the

end of 2018.

In November 2017, the Group, via COFL, made another move in relations to combination therapy clinical trial
in oncology area and entered a collaboration agreement with Beijing Shenogen Pharma Group Limited (“Shenogen™) to
jointly develop and commercialise a combination product which composed of the Group’s license-in clinical compound,

PD-L1 for treatment of late stage cancers.

In November 2017, the Group made an exclusive licensing and collaboration agreement with Eleison
Pharmaceuticals, Inc. (“Eleison”) for the development and commercialisation of Glufosfamide in China and Southeast
Asia for the treatment of pancreatic cancer. A registration enabling global phase III study is ongoing with targeted
enrolment of 400 patients, of which 200 will be from China. Clinical approval for China arm has been approved by
CFDA and preparation is underway. It is expected that first patient will be enrolled in China during the second half of
2018.



In December 2017, the Group entered into an agreement with Noden Pharma DAC (“Noden”), an Ireland-based
company, pursuant to which the Group was awarded the exclusive agency and sales rights of Aliskiren tablet (trade
name: Rasilez) in Mainland China, Hong Kong, Macau and Taiwan. Aliskiren is the only renin inhibitor drug in the
world that is approved for marketing and the indication for Aliskiren is the treatment of essential hypertension. China
IDL has been obtained for Aliskiren and the product is ready for launched into market. The Group is now working on
pre-marketing preparation and planning to sell the product during the second half of 2018. As a direct kinin inhibitor
and potent blood pressure lower agent, Rasilez will complement to the Group’s effort on calcium channel blocker
Zanidip®. With both Azilsartan and Rostafuroxin on the horizon, it is the Group’s attention to build a strong franchise

on hypertension, allowing the maximum leverage on the resources.

In December 2017, the Group made an exclusive licensing and collaboration agreement with GC Pharma for
the development and commercialisation of GCC-4401C, an investigational oral Factor Xa inhibitor anticoagulant, in
Greater China and Southeast Asia for the prevention and treatment of thromboembolic disease. As a market leader
with its low molecular weight heparin Livaracine® in the anticoagulation area, the control of a Factor Xa inbibitor
will significantly enhance the Group’s position in the area. Besides the above-mentioned, the Group is developing
a proprietary anti-platelet agent Anfibatide, a vitamin K antagonist Tecarfarin and others with the aim to offer a

complete solution in the anticoagulation realm.

Corporate Development

As a result of good progress in the development of Rostafuroxin and Istaroxime, CVie Taiwan managed to
attract a good set of Taiwan-based investors. In May 2017, CVie Taiwan successfully raised additional funding of
USS$7.5 million (approximately HK$58.5 million equivalent) by mean of the issuance of Series A Preferred Shares
thereof to finance the ongoing clinical trials. The interests in CVie Taiwan held by the Group was diluted from 56.26%
to 49.58% upon the completion in June 2017 and CVie Taiwan ceased to be an indirect non-wholly owned subsidiary
and become an associated company of the Group. With respect to the abovementioned fund raising, the Group recorded
a one-time gain of HK$58,066,000 which was arising from the deemed disposal of the Group’s partial interests in CVie
Taiwan. In order to tie in with the change of control of CVie Taiwan, HK$42,708,000 of R&D costs capitalised in the

prior years in relation to Rostafuroxin and Istaroxime were written off during the period under review.

In November 2017, the Group has invested majority of shares in Windtree Therapeutics, Inc. (OTCQB: WINT)
at a consideration of US$10 million, in which the major assets included certain products such as aerosolised KL4
surfactant therapies for respiratory diseases with near term potential. The transaction is expected to strengthen the
Group’s position in critical neonatal care, with the potential to expand also its acute pulmonary care portfolio. The
investment marks an important milestone in the Group’s development. The US biotech industry leads the world in
innovation and cutting-edge technology. The investment in a US biotech company provides the Group professional
managerial experiences and new prospective in new drug development, serving as springboard to launch the Group into

the forefront of new drug development.



Revenue and Net Profit Attributable to the Owners of the Company
The Group’s revenue increased year-on-year by HK$78,701,000 or 8.5%, from HK$929,821,000 in 2016 to
HK$1,008,522,000 in 2017. During the year, sales of proprietary products maintained steady growth of 5.5%, while the

sales of licensed-in products managed to increase by 11.2%.

Revenue 2017 2016 Change
HK$’000 HK$°000

Proprietary products 464,120 440,073 +5.5%

Licensed-in products 544,402 489,748 +11.2%

Total 1,008,522 929,821 +8.5%

Net profit attributable to owners of the Company declined by 7.7%, from HK$252,002,000 in 2016 to
HK$232,559,000 in 2017.

Gross Profit Margin
Gross profit margin for the financial year 2017 was 67.7% (2016: 71.9%), decreased by 4.2 percentage points as
compared with year 2016.

Other Income

Other income for the financial year 2017 was HK$47,109,000, decreased by HK$25,028,000 as compared with
the corresponding period of last year. Other income during the year included certain one-off items such as development
grants from the local government, foreign exchange gain, and development upfront income from the co-development

program of a combination product in oncology area.

Gain on Deemed Disposal of a Subsidiary

CVie Therapeutics Limited, a then non-wholly owned subsidiary company of the Group, raised capital by
placement of its new shares in May 2017 at a price higher than net asset value per share, and the Group recognised a
gain on deemed disposal of a subsidiary of HK$58,066,000.

Impairment of Intangible Assets
Impairment of intangible assets for the fiscal year 2017 was HK$52,326,000 (2016: HK$23,324,000). This

represented certain licensing and R&D projects in which the developments were no longer continued during the year.

Selling and Distribution Expenses

Due to the Group’s optimised cost structure in sales and marketing, selling and distribution expenses for the year
ended 31 December 2017 further reduced by HK$9,925,000 as compared with the corresponding period of last year to
HK$214,150,000, accounting for 21.2% of the Group’s revenue, as compared with 22.0% for last year.



Administrative Expenses

Administrative expenses for the year ended 31 December 2017 increased by HK$12,707,000 as compared with
the corresponding period of last year to HK$159,218,000. This accounted for 15.8% of the Group’s revenue during the
year under review, same ratio as that of in last year. The increase in administrative expenses was mainly in line with the

Group’s ongoing business expansion in Nansha.

Research and Development Expenses

Research and development expenses for the year ended 31 December 2017 increased by HK$17,171,000 as
compared with the corresponding period of last year to HK$85,057,000. It accounted for 8.4% of the Group’s revenue
during the year under review, increased by 1.1 percentage points as compared with 7.3% for last year. The increase in
expenditure was attributable to the Group’s continuous investment in new drug development activities for long-term

sustainable growth.

Taxation
The income tax expense for the year ended 31 December 2017 increased by HK$4,491,000 as compared with the
corresponding period of last year to HK$54,689,000. The Group’s effective tax rate was approximately 21.2% during the

year under review, increased by 3.4 percentage points as compared with 17.8% for last year.

Liquidity and Financial Resources
The Group’s principal sources of working capital in the current year mainly included cash flow from operating

activities and bank borrowings.

As at 31 December 2017, the Group’s current ratio (current assets divided by current liabilities) was 2.03
(2016: 2.47). As at 31 December 2017, the Group had net cash position of HK$378,317,000 (2016: net cash of
HK$398,036,000) which represented cash and bank balances of HK$273,990,000 (2016: HK$295,282,000), pledged bank
deposits of HK$27,915,000 (2016: HK$26,639,000), time deposits of HK$175,416,000 (2016: HK$209,693,000), and
short term bank borrowings of HK$99,004,000 (2016: HK$133,578,000).

The calculation of Group’s gearing ratio based on the net borrowings (after deducting cash and bank balances) to

equity attributable to the shareholders of the Company was nil as at 31 December 2017 (2016: nil).

Taking into consideration the existing financial resources available to the Group, it is believed that the Group

should have adequate financial resources to meet its operation and development requirements in the future.

Treasury Policies

The Group adopts a conservative approach towards its treasury policies. The Group strives to reduce exposure
to credit risk by performing ongoing credit evaluations of the financial conditions of its customers. To manage liquidity
risk, the Board closely monitors the Group’s liquidity position to ensure that the liquidity structure of the Group’s

assets, liabilities and commitments can meet its funding requirements.



Foreign Exchange Exposure

Currently, the Group earns revenue and incurs costs in Renminbi, Hong Kong dollars, European Union euro,
Japanese Yen, New Taiwan dollars and United States dollars. The Directors believe that the Group does not have
foreign exchange problems in meeting its foreign exchange requirements. The Group will continue to monitor closely its

foreign currency exposure and to consider hedging significant foreign currency exposure when necessary.

Pledge of Assets
At 31 December 2017, the Group has pledged bank deposits of HK$27,915,000 (2016: HK$26,639,000) to secure

certain general banking facilities, as set out in note 45 to the consolidated financial statements.

The Group’s obligations under finance leases are secured by the lessor’s title to the motor vehicles with a carrying
amount of HK$1,652,000 (2016: HKS$1,874,000).

Contingent Liabilities
Details of the contingent liabilities of the Group as at 31 December 2017 are set out in note 46 to the

consolidated financial statements.

Employee Information
As at 31 December 2017, the Group had 963 employees (2016: 851 employees) working in Hong Kong and

mainland China.

The Group’s emolument policies are formulated on the performance of individual employees and on the basis of
the trends of salaries in various regions, which will be reviewed regularly every year. Apart from provident fund scheme,
retirement benefit scheme and medical insurance, employees share options may also award to employees according to

the assessment of individual performance.

The medical reform in 2017 has already brought significant improvements to the business environment from
various aspects, including policy, market, capital, and investment, and this trend is expected to continue into 2018.
While persistent challenges is expected to the sales of existing products, favourable environment and conditions
should be expected for innovation activities. The Group continues to view its strong balance sheet, full spectrum of
manufacturing capability, comprehensive product pipeline and variety of partnerships, enhanced sales and marketing

efficiency, and strengthened regulatory expertise as significant competitive advantages for the road ahead.

The open-up of new capital market for innovative company in the biotech area in Hong Kong will provide
alternative funding to the Group’s R&D effort, spurring its development. The Group has several business units that are
specialised in areas such as ophthalmology, oncology, cardiovascular and medical device could take advantage of this
new opportunity through spin-off exercise in the near future. It is the Group’s belief that such exercise will not only

make additional resources available, but also result in recognition of the value of the Group’s development assets.

Thus, the Group remains confident that the intense focus on R&D activities on innovative products will

eventually pay off.



Lee Siu Fong
Chairman, aged 61

Ms. Lee Siu Fong joined the Group in April 1997 and has since been responsible for the Group’s financial affairs.
She is an entrepreneur and had since 1992 established and run several companies with primary responsibility in financial

affairs. She is the sister of Ms. Leelalertsuphakun Wanee and Dr. Li Xiaoyi.

Leelalertsuphakun Wanee
Managing Director, Chief Marketing & Sales Officer & member of remuneration committee, aged 64

Ms. Leelalertsuphakun Wanee joined the Group in April 1997. She was appointed the Chief Marketing & Sales
Officer in September 2003 and has been responsible for the Group’s sales and marketing activities since then. She is the

sister of Ms. Lee Siu Fong and Dr. Li Xiaoyi.

Li Xiaoyi
Chief Executive Officer & Chief Technical Officer, aged 55, PhD

Dr. Li Xiaoyi holds a PhD in Pharmacology from the University of Illinois at Chicago and was a postdoctoral
fellow with Parke-Davis Research Division of Warner-Lambert company in the United States. He is an Honourary
Fellow and Adjunct Professor at the Hong Kong University of Science and Technology. He has also been appointed as
a member of the Chinese People’s Political Consultative Conference of Anhui Province in China in January 2018. He is
the founder of the Group and has been responsible for the daily operations and research and development of the Group

since 1994. He is the brother of Ms. Lee Siu Fong and Ms. Leelalertsuphakun Wanee.

Simon Miles Ball, aged 39

Mr. Simon Miles Ball joined the Board on 29 December 2017. He has more than 17 years of business and
management experience within the pharmaceutical industry. He is currently the Global Head of Business Development
of the Leadiant Biosciences Group (formerly Sigma Tau Group). He also serves as Country General Manager in
United Kingdom, Ireland and Nordics in Leadiant Biosciences Limited and he is a member of the board of directors of
Leadiant Biosciences Limited in United Kingdom and Exelead Inc. in the United States of America (formerly known as
PharmaSource Inc., the manufacturing company within the Leadiant Biosciences Group). Mr. Ball is also a consultant
of Qualister S.A., which is a substantial shareholder of the Company. Mr. Ball obtained his degree in physiology from
the University of Leeds. Save as the above, he does not have any relationship with any Director, substantial shareholder

or controlling shareholder of the Company.



Chan Yau Ching, Bob
Chairman of audit committee & member of remuneration committee, aged 55, PhD, MBA, BBA, CFA, MHKSI

Dr. Chan Yau Ching, Bob joined the independent Board on 14 January 2002. Dr. Chan has extensive experience
in corporate development and financial management of high-growth companies. He had been a finance professor,
researcher and consultant. He had also served directorship at various listed and privately held companies in Hong
Kong and in the United States. Currently, he is the managing director of KBR Capital Limited, a company engaged
in advising clients on management and investment activities in China and Hong Kong. He is also an independent non-
executive director of China High Speed Transmission Equipment Group Co., Ltd., which is a listed company on the
main board of the Stock Exchange of Hong Kong Limited. He does not have any relationship with any Director,

substantial shareholder or controlling shareholder of the Company.

Lam Yat Cheong
Member of audit committee, aged 56, CPA (Practising), FCCA, BBA

Mr. Lam Yat Cheong joined the independent Board on 1 July 2004. Mr. Lam is a sole proprietor of an audit firm
and has over 30 years of auditing and accounting experience. He is a fellow member of the Association of Chartered
Certified Accountants and the Hong Kong Institute of Certified Public Accountants. He had also served directorship at
various listed companies in Hong Kong. He does not have any relationship with any Director, substantial sharecholder

or controlling shareholder of the Company.

Tsim Wah Keung, Karl
Chairman of remuneration committee and member of audit committee, aged 59, PhD, M Phil, BSc

Dr. Tsim Wah Keung, Karl joined the independent Board on 20 September 2004. He currently serves as Chair
Professor of Life Science at the Hong Kong University of Science and Technology. He holds a Bachelor of Science
degree and a Master degree in Biochemistry from the Chinese University of Hong Kong, and a Doctorate in Molecular
Neurobiology from the University of Cambridge. He has published numerous articles in biological sciences and
traditional Chinese medicines. He also serves in several local committees in advising the development of traditional
Chinese medicine as health food products. He does not have any relationship with any Director, substantial shareholder

or controlling shareholder of the Company.



Chow Yiu Ming
Chief Financial Officer & Company Secretary, aged 44

Mr. Chow Yiu Ming holds a bachelor’s degree of business administration from the University of Hong Kong,
and he is a fellow member of the Association of Chartered Certified Accountants and a member of the Hong Kong
Institute of Certified Public Accountants. He has more than 21 years of experience in finance and accounting. Prior
to joining the Group in October 2014, he had held various senior positions with listed and private companies in Hong

Kong.

Jiao Zhongyu
Chief Officer of Enterprise Development Department of the Group, aged 48

Mr. Jiao Zhongyu is responsible for the government affair and legal affairs of the Group in the PRC. He was
appointed as the legal adviser of PRC investment by the Group in 1999 in his capacity as a practising lawyer in PRC.
He has been appointed as the director of Zhaoke Pharmaceutical (Hefei) Company Limited (“Zhaoke”) since 2010
and has extensive experience in the government affair and legal affairs. In 2012, the Group established the Enterprise
Development Department and he has been appointed as the Chief Officer thereof and responsible for the Group’s

strategic planning and development.

Lau Lit-Fui
Head of Research and Development of the Group, aged 55, PhD

Dr. Lau Lit-Fui holds the PhD from the University of Connecticut Health Center. Before joining the Group,
he served as the associate director for the American GlaxoSmithKline R&D China, and had been responsible for the
research and development of new drugs for over 23 years. He has extensive experience in management of the research
and development of new drugs. He joined the Group in 2012 as the General Manager of Shanghai branch of Zhaoke
and was responsible for the business development of East China region. He is currently served as the Head of Research
and Development of the Group and is responsible for the management of the research and development of drugs. He is

also the President and General Manager of CVie Therapeutics Limited, an associated company of the Group in Taiwan.

Victor Tsui
Chief Manufacturing Officer, Licensed Professional Engineer, aged 51, P.E. MSc

Mr. Victor Tsui graduated from The Hong Kong Polytechnics University and University of Wisconsin with
a master degree in Engineering. Before joining the Group, he worked for various pharmaceuticals companies in the
United States for over 25 years and was responsible for production management. He joined the Group in 2009 as Chief
Operating Officer of Powder Pharmaceuticals Incorporated (“PPI”, an associated company of the Group). He has been
appointed as Chief Manufacturing Officer of the Group since 2012 to oversee the Group’s manufacturing operations.

He has also been appointed as director of PPI since 22 March 2013.



Yang Zhongqiang
Executive Deputy General Manager of Zhaoke Pharmaceutical ( Hefei) Company Limited, aged 43

Mr. Yang Zhonggiang holds a master’s degree in Pharmaceutical Engineering of Shandong University and has a
practicing pharmacist certification. He has been working for the Group for more than 20 years, and has been working
in the Department of Research and Development of New Drugs and Quality Department of Zhaoke. He has extensive
experience in the research and development of new drug, project management and quality management. He had
served as the quality authorised person of Zhaoke since 2012 to oversee the company’s drug quality management and

protection works. In 2017, he has been appointed as the Executive Deputy General Manager of Zhaoke.

Dai Xiangrong
Senior Director of Research and Development Centre of the Group, aged 38

Mr. Dai Xiangrong holds a bachelor’s degree of biochemistry and molecular biology, and a master’s degree of
biochemistry of Anhui Agricultural University. He also holds a practising pharmacist certification. He joined the Group
in 2007 and is responsible for the research and development of new drugs. He has extensive experience in preclinical
studies, clinical research and registration of new drugs. He was responsible for various new drug development
programs and succeeded in bringing the programs to clinical research studies. In 2017, he has been appointed as Senior
Director of Research and Development Centre of the Group and is fully responsible to the new drug development and

registration.

Zhang Guohui
Deputy General Manager of Zhaoke ( Guangzhou) Ophthalmology Pharmaceutical Limited, aged 44, MBA, BSc

Mr. Zhang Guohui has been working in Zhaoke for more than 20 years. He was responsible for the research
and development of new drugs, production control and GMP management. He has extensive experience in the research
and development and registration of new drugs and technology project management. The Research and Development
Centre of the Group was established in 2012, and he had served as the director and is responsible for new drug pre-
clinical studies and clinical research, the additional development of launched products, drug registration affairs, science
and technology project reporting and monitoring work of adverse drug reactions. In 2017, he has been appointed as the

Deputy General Manager of Zhaoke (Guangzhou) Ophthalmology Pharmaceutical Limited.



Zhang Zhenhua
Director of Human Resources and Development of the Group, aged 45

Ms. Zhang Zhenhua holds a master’s degree of business administration of the Southern Cross University
Australia. She has more than 25 years of working experience in multinational corporations and with broad knowledge
and experience in human resources management. In September 2017, she has been appointed as the Director of Human
Resources and Development of the Group and is responsible for the management of human resources and development

of the Group.

Li Dingwen
Director of Administration in China, aged 58, MBA, MI1A

Mr. Li Dingwen joined the Group in December 2012 and is currently responsible for the Group’s administrative
management in the PRC. He has extensive experience in the management of human resources and in the operational
management of pharmaceutical companies. Prior to joining the Group, he had been responsible for human resources

management and operational management in various sizeable PRC pharmaceutical companies for more than 35 years.

Chen Yueshen
Deputy General Manager of Zhaoke Pharmaceutical (Guangzhou) Limited, aged 59

Mr. Chen Yueshen had been working for the Group for more than 20 years as the Director and Deputy General
Manager of Zhaoke, a wholly-owned subsidiary of the Company. He was responsible for the daily operations of
Zhaoke, including being responsible for the production and quality management of Zhaoke. He has extensive experience
in quality management systems and GMP production. He was the Chief Operating Officer of the Group. In 2017, he has
been appointed as the Deputy General Manager of Zhaoke Pharmaceutical (Guangzhou) Limited.



The Directors present their annual report and the audited consolidated financial statements of the Group for the

year ended 31 December 2017.

A review and outlook of the business of the Company and a discussion and analysis of the Group’s performance
during the year and the material factors underlying its results and financial position are provided in the Chairman’s
Statement and Management Discussion and Analysis respectively from pages 9 to 10 and pages 11 to 18 of this annual

report.

The Company is an investment holding company and the Group is principally engaged in the development of,

manufacturing of and sale and marketing of pharmaceutical products.

Particulars of the Company’s principal subsidiaries are set out in note 48 to the consolidated financial statements.

Particulars of the Group’s principal associated companies are set out in note 20 to the consolidated financial

statements.

An analysis of the Group’s performance for the year by business and geographical segments is set out in note 6 to

the consolidated financial statements.

The results of the Group for the year ended 31 December 2017 are set out in the consolidated statement of profit

or loss on page 54.

The Board has resolved to recommend a final dividend for the year ended 31 December 2017 (the “Final
Dividend”) equivalent to HKS$0.070 per share (2016: HK$0.079 per share) to the shareholders whose names appear on
the register of members of the Company as at the close of business on 25 May 2018. Upon approval by shareholders, the
final dividend will be paid on 13 June 2018.

Together with the interim dividend of HK$0.034 per share (2016: HK$0.033 per share) paid on 27 September
2017, total distribution of dividend by the Company for the year ended 31 December 2017 will be HK$0.104 per share
(2016: HK$0.112 per share).



The Company is not aware of any tax relief and exemption available to the owners of the Company by reason of

their holding of the Company’s securities.

A summary of the results and of the assets and liabilities of the Group for the last five financial years is set out on

page 7.

Details of movements in property, plant and equipment of the Group during the year are set out in note 16 to the

consolidated financial statements.

Details of movements in the share capital of the Company during the year are set out in note 34 to the

consolidated financial statements.

Details of movements in the share options of the Company and its subsidiaries during the year are set out in note

39 to the consolidated financial statements.

There are no provisions for pre-emptive rights under the Company’s Articles of Association or the laws of the

Cayman Islands which would oblige the Company to offer new shares on a pro-rata basis to existing shareholders.



During the year, the Group made charitable donations amounting to HK$1,804,000 (2016: HK$341,000).

Details of the movements in the reserves of the Group during the year are set out in the consolidated statement
of changes in equity on page 58. Details of the movements in the reserves of the Company during the year are set out in

note 35 to the consolidated financial statements.

As at 31 December 2017, the Company’s reserve available for distribution, calculated in accordance with the
Companies Law of the Cayman Islands, amounted to HK$740,617,000 (2016: HK$779,059,000). This includes the
Company’s share premium account in the amount of HK$724,868,000 (2016: HK$721,154,000) at 31 December 2017,
which may be distributable provided that immediately following the date on which the dividend is proposed to be
distributed, the Company will be in a position to pay off its debts as and when they fall due in the ordinary course of

business.

In the year under review, sales to the Group’s five largest customers accounted for approximately 15.70% in

aggregate for the Group’s total revenue for the year (2016: 15.57%).

Purchase from the Group’s five largest suppliers accounted for approximately 81.53% in aggregate for the
Group’s total purchases for the year (2016: 82.18%). The largest supplier of the Group accounted for approximately
26.66% of the Group’s total purchases (2016: 31.40%).

None of the Directors, their associates (as defined in the Rules Governing the Listing of Securities (the “Listing
Rules”) on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) or any shareholders of the Company
(who, to the knowledge of the Directors, own more than 5% of the Company’s issued share capital) had any interest in

the Group’s five largest customers and suppliers.



The Directors during the year and up to the date of this report were:

Executive Directors
Lee Siu Fong, Chairman
Leelalertsuphakun Wanee, Managing Director

Li Xiaoyi, Chief Executive Officer

Non-executive Directors
Marco Maria Brughera (resigned with effect from 29 December 2017)
Simon Miles Ball (appointed with effect from 29 December 2017)

Independent Non-executive Directors
Chan Yau Ching, Bob
Lam Yat Cheong
Tsim Wah Keung, Karl

In accordance with Articles 95 and 112 of the Company’s Articles of Association, Ms. Leelalertsuphakun Wanee,
Mr. Simon Miles Ball and Mr. Lam Yat Cheong will retire at the forthcoming annual general meeting and, being

eligible, have agreed to offer themselves for re-election.

No Director has a service contract which is not determinable by the Company within one year without payment

of compensation other than statutory compensation.

Each of Ms. Lee Siu Fong (“Ms. Lee”) and Ms. Leelalertsuphakun Wanee (“Ms. Leelalertsuphakun”) has
entered into a service contract both dated 14 January 2002 with the Company under which each of them has been
appointed to act as an executive Director on a continuous basis until terminated by either party by giving to the other
party not less than three months’ notice in writing. During the year, the monthly salaries and allowance for Ms. Lee and

Ms. Leelalertsuphakun have been revised to HK$283,433 and HK$305,554 respectively.



Dr. Li Xiaoyi (“Dr. Li”) has a service contract with the Company since 1 September 2003 and after that the
contract has been renewed. During the year, the monthly salaries and allowance has been revised to HK$422,058. Both
the Company and Dr. Li shall be entitled to terminate the contract by giving three months’ prior written notice. If both
of the substantial shareholders, namely Ms. Lee and Ms. Leelalertsuphakun, and Dr. Li together, holding less than 30%
of the issued share capital of the Company, Dr. Li shall in his absolute discretion terminate the contract and shall be
entitled to the payment equivalent to the aggregate of his monthly salary for the remaining term as compensation or

damages for or in respect of such termination.

Ms. Lee, Ms. Leelalertsuphakun and Dr. Li are executive Directors. In accordance with supplementary
agreement dated 16 April 2017 signed between the Company and each of the executive Directors, employment terms of

executive Directors have been revised as follows:

1. Executive Directors are entitled to annual management bonus 1.5% to 3.0% (determined based on the
growth in net profits of the Group) on the net profit of the Group for the preceding financial year. Such
sum of the management bonus will be shared between all the executive Directors in such proportion with

reference to their monthly salary in the final month of the complete financial year.

2. The annual salary increment shall be equal to official inflation rate if the growth in net profits of the
Group is equal to or less than 15%, or should the growth exceed 15%, the sum of the official inflation rate

and half of the positive difference between the growth in net profits and the 15% threshold.

3. Each of executive Directors will be entitled to lump sum payment upon retirement and monthly pension

payment after retirement if he/she has engaged in continuous service with the Company for certain years.

Each of Mr. Lam Yat Cheong (“Mr. Lam”) and Dr. Tsim Wah Keung, Karl (“Dr. Tsim”) has been appointed on
1 July 2004 and 20 September 2004 respectively as an independent non-executive Director. Contract with Mr. Lam and
Dr. Tsim has been renewed for three years from 1 July 2016 and 20 September 2016 respectively. Director’s fees for both
of Mr. Lam and Dr. Tsim are HK$144,000 per annum and bonus will not be paid.

Dr. Chan Yau Ching, Bob has a three-year service contract with the Company from 12 October 2007. The
contract has been renewed for three years from 12 October 2016. Director’s fee is HK$144,000 per annum and bonus

will not be paid.

Mr. Simon Miles Ball has a three-year service contract with the Company from 29 December 2017. Director’s fee

is HK$144,000 per annum and bonus will not be paid.



No transactions, arrangements and contracts of significance in relation to the Group’s business to which the
Company or any of its subsidiaries was a party, and in which the Directors had a material interest, whether directly or

indirectly, subsisted at the end of the year or at any time during the year.

Brief biographical details of the Directors and the senior management are set out on pages 19 to 23.

A permitted indemnity provision for the benefit of the Directors is currently in force and was in force throughout
the financial year. The Company has also purchased and maintained directors’ liability insurance throughout the year,

which provides appropriate cover for the Directors.

The Board acknowledges its responsibility for the effectiveness of the internal control and risk management
systems of the Group, which are designed to manage the risk of failure to achieve business objectives and provide

reasonable assurance against material misstatement or loss.

Business Risk

The Group’s business risks include rapid change in the general market conditions, downturn pressure on the
overall economy of China and price competition from other market players. The Board is responsible for the overall
management of the business and review of material business decisions involving material risks exposures from time to

time.

Financial Risk
The Group adopts financial risk management policies to manage its currency risk, interest rate risk, credit risk,
and liquidity risk. The Board also reviews monthly management accounts, capital structure and key operating data of

the Group.

Compliance Risk

The Board adopts procedures to ensure the Group is in compliance with the applicable laws, rules and
regulations. The Group engages professional advisers and consultants to keep the Group abreast of the latest
developments in the regulatory environment, including legal, financial, environmental and operational developments.
The Group also adopts a strict policy in prohibiting any unauthorised use or dissemination of confidential or inside

information.



Operational Risk

The Group adopts procedures to manage its operational risk such as inadequate management efficiency,
inefficient raw material procurement and production facilities utilisation. The Board has reviewed the effectiveness of
the Group’s internal control and risk management systems covering business, financial, compliance and operational

risks of the Group and is satisfied that such systems are effective and adequate.

The Group is committed to the long-term sustainability of its businesses and the communities with which it
engages. The Group pursues this business approach by managing its business prudently and executing management
decisions with due care and attention. Over the years, the Group has been fully committed to environmental protection.
Periodic internal control meetings are held to review environmental issues in the production plants to update

environmental laws and regulations and to make valuable suggestions and recommendations for improvement.

The Group is not aware of any instances of material breach of or non-compliance with the applicable laws and
regulations such as the Hong Kong Companies Ordinance (Cap. 622), Listing Rules, and other applicable local laws and

regulations in various jurisdictions during the year ended 31 December 2017 and up to the date of this annual report.

The sustainability of the Group’s business relies on the growth of the Group’s employees. Remuneration
packages of the employees are generally structured with reference to prevailing market terms and individual
qualifications. Salaries and wages are normally reviewed on an annual basis based on performance appraisals and other

relevant factors.

Apart from salary payments, there are other staff benefits including mandatory provident fund, medical

insurance and performance related bonus. Share options may also be granted to eligible employees of the Group.

Relationship is the fundamentals of business. The Group fully understand this principal and thus maintain good

relationship with the customers to fulfil their immediate and long-term need.

The Group strives to maintain fair and co-operating relationship with the suppliers.

The Environmental, Social and Corporate Governance Report prepared in accordance with Appendix 27 of the

Listing Rules will be published on the websites of the Company and the Stock Exchange within three months after the

publication of this annual report.



Pursuant to a written resolution passed by all shareholders of the Company on 26 June 2002, the Company
adopted a share option scheme (the “2002 Share Option Scheme”). At the annual general meeting of the Company held
on 10 May 2012, a new share option scheme of the Company (the “New Share Option Scheme”) was adopted upon
expiry of the 2002 Share Option Scheme.

The total number of shares of the Company (the “Shares”) which may be issued upon exercise of all options to
be granted under the New Share Option Scheme shall be subject to a maximum limit of 10% of the Shares in issue on 10
May 2012, the date on which the New Share Option Scheme is conditionally adopted and approved by the shareholders
at the annual general meeting, which is 47,023,543 Shares. The total number of Shares available for issue under the New

Share Option Scheme as at 31 December 2017 was 27,999,543 Shares.

As at 31 December 2017, the number of Shares in respect of which options had been granted and remained
outstanding under the 2002 Share Option Scheme and New Share Option Scheme was 15,345,000 (2016: 13,217,000)
Shares, representing 2.6% (2016: 2.2%) of the Shares in issue at that date.

Details of the Company’s share option schemes are set out in note 39 to the consolidated financial statements.

A share option scheme of a subsidiary of the Company, CVie Therapeutics Company Limited, was approved by
the shareholders of the Company on 12 November 2012 (“CVie’s Scheme”). Details of the CVie’s Scheme are set out in

note 39 to the consolidated financial statements.

Save as the interests disclosed in the section headed “Directors’ and Chief Executive’s Interests in Securities”
below, at no time during the year under review was the Company or any of its subsidiaries a party to any arrangement
to enable the Directors or chief executive of the Company or their respective spouses or children under 18 years of
age or their associates to acquire benefits by means of the acquisition of shares in the Company or any other body

corporate.



As at 31 December 2017, the Directors and the chief executive of the Company and their associates had the

following interests in the shares and underlying shares of the Company and its associated corporations (within the

meaning of Part XV of the Securities and Futures Ordinance (the “SFO”)), as recorded in the register required to be

kept under 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 (the “Model Code™) as set out in Appendix 10 of

the Listing Rules:

(a)  Long position in Shares

Name of Director

Nature of interest

Number of
ordinary
shares held

Approximate
percentage of

Total shareholding

Lee Siu Fong

Leelalertsuphakun Wanee

Li Xiaoyi

Chan Yau Ching, Bob
Lam Yat Cheong
Tsim Wah Keung, Karl

Notes:

Beneficial owner

Interest held jointly
with Leelalertsuphakun
Wanee

Interest of a controlled

corporation (Note 1)

Beneficial owner

Interest held jointly
with Lee Siu Fong

Interest of a controlled

corporation (Note 1)

Beneficial owner
Family interest (Note 2)
Others (Note 3)

Beneficial owner
Beneficial owner

Beneficial owner

2,171,375

1,600,000

114,000,625

3,868,000

1,600,000

114,000,625

39,653,766
16,000,000
2,185,551

1,060,000
300,000
300,000

117,772,000 19.93%
119,468,625 20.22%
57,839,317 9.79%
0.18%

0.05%

0.05%

() 114,000,625 Shares are held through Huby Technology Limited (“Huby Technology”). Huby Technology is an investment

holding company jointly owned by Ms. Lee Siu Fong and Ms. Leelalertsuphakun Wanee.

2) These Shares are held by High Knowledge Investments Limited (“High Knowledge”) which is wholly owned by Dr. Li Xiaoyi’s
spouse, Ms. Lue Shuk Ping, Vicky (“Ms. Lue”). The interest held by Ms. Lue is deemed to be part of the interest of Dr. Li

Xiaoyi.

3) These pro-rata portion of the Shares was held by a fund in which Dr. Li Xiaoyi is a limited partner holding approximately
5.56% of the total investment in the fund.



(b)

Long position in underlying shares — share options of the Company
Under the share option schemes of the Company, the following Directors of the Company have personal interest

in options to subscribe for the Shares. Details of the share options granted to them are as follows:

(c)

(d)

Balance

Balance as at
as at Granted  Exercised 31 Exercise
Exercisable 1 January during during  December price per
Name of Director Date of grant period 2017 the year the year 2017 share
(Notes) HKS$
Lee Siu Fong 30 December 2013 (1) 538,000 - - 538,000 7.300
31 March 2015 (2) 446,000 - - 446,000 11.200
31 March 2016 (3) 587,000 - - 587,000 5.754
13 April 2017 (4) - 590,000 - 590,000 7.548

1,571,000 590,000 - 2,161,000
Leelalertsuphakun Wanee 30 December 2013 (1) 338,000 - - 338,000 7.300
31 March 2015 (2) 446,000 - - 446,000 11.200
31 March 2016 (3) 587,000 - - 587,000 5.754
13 April 2017 (4) - 590,000 - 590,000 7.548

1,371,000 590,000 - 1,961,000
Li Xiaoyi 31 March 2015 (2) 446,000 - - 446,000 11.200
31 March 2016 (3) 587,000 - - 587,000 5.754
13 April 2017 (4) - 590,000 - 590,000 7.548

1,033,000 590,000 - 1,623,000

Notes:

(D) Divided into 2 tranches exercisable from 30 June 2014 and 30 March 2015 respectively to 29 December 2023.
(2) Divided into 2 tranches exercisable from 30 September 2015 and 30 June 2016 respectively to 30 March 2025.
3) Divided into 2 tranches exercisable from 30 September 2016 and 30 June 2017 respectively to 30 March 2026.

4) Divided into 2 tranches exercisable from 13 October 2017 and 13 July 2018 respectively to 12 April 2027.

As at 31 December 2017, Dr. Li Xiaoyi had beneficial interest in (a) 12,740 ordinary shares in Powder
Pharmaceuticals Incorporated; and (b) 830 share options which can be converted into 830 ordinary shares of
Powder Pharmaceuticals Incorporated when exercised.

Save as disclosed above, no interests and short positions were held or deemed to be taken to be held under Part
XV of the SFO by any director or chief executive of the Company or their respective associates in the Shares and
the underlying shares of the Company or any of its associated corporations which were required to be notified to
the Company and the Stock Exchange pursuant to Part XV of the SFO or pursuant to the Model Code which are
required pursuant to Section 352 of the SFO to be entered in the register referred to therein.



As at 31 December 2017, the following parties (other than a Director or chief executive of the Company) who had
interests or short positions in the Shares and underlying shares of the Company which are required to be notified to the
Company pursuant to Divisions 2 and 3 of Part XV of the SFO and required to be entered into the register maintained

by the Company pursuant to Section 336 of the SFO:

(a)  Long position in Shares

Number of Approximate

ordinary percentage of

Name Capacity shares held shareholding

Huby Technology Limited Beneficial owner 114,000,625 19.29%

Assicurazioni Generali S.p.A Interest of a controlled 81,405,000 13.78%
corporation

Li Zhenfu Interest of a controlled 81,405,000 13.78%
corporation

Lion River I N.V. Interest of a controlled 81,405,000 13.78%
corporation

GL Partners Capital Interest of a controlled 76,165,488 12.89%
Management Limited corporation

FMR LLC Investment manager 59,032,334 9.99%

Apta Finance S.A. Interest of a controlled 56,821,398 9.62%
corporation

Cavazza Paolo Interest of a controlled 56,821,398 9.62%
corporation

Paponi Claudia Family interest 56,821,398 9.62%

GSR Capital Joy Corporation Beneficial owner 39,339,935 6.66%

GSR Capital Ltd Interest of a controlled 39,339,935 6.66%
corporation

Wu Sonny Interest of a controlled 39,339,935 6.66%
corporation

High Knowledge Investments Limited Beneficial owner (Note 1) 16,000,000 2.71%

Lue Shuk Ping, Vicky Interest of a controlled 16,000,000 2.71%

corporation (Note 1)
Family interest (Note 2) 41,839,317 7.08%

Notes:

(1) These Shares are legally owned by High Knowledge Investments Limited, which is entirely and beneficially owned by Dr. Li
Xiaoyi’s spouse, Ms. Lue Shuk Ping, Vicky.

2) These Shares, share options and conversion right are owned by Ms. Lue Shuk Ping, Vicky’s spouse, Dr. Li Xiaoyi.



(b)  Long position in underlying shares — share options of the Company

Number of Approximate
underlying percentage of
Name Capacity shares held shareholding
Lue Shuk Ping, Vicky Family interest (Note 1) 1,623,000 0.27%
Notes:
@))] These Shares, share options and conversion right are owned by Ms. Lue Shuk Ping, Vicky’s spouse, Dr. Li Xiaoyi.

(c¢)  Short Position in Shares
No short positions of other persons and substantial shareholders in the Shares or underlying shares of the

Company and its associated corporations were recorded in the register.

Saved as disclosed above, as at 31 December 2017, the Directors are not aware of any other person or
corporation having an interest or short position in Shares and underlying shares of the Company which fall to be

disclosed under the provisions of Divisions 2 and 3 of Part XV of the SFO.

During the year ended 31 December 2017, the Group conducted certain transactions with parties deemed as
“related parties” under applicable accounting standards. The details of these transactions are set out in note 47 to the
consolidated financial statements. Save for the transactions mentioned in the section headed “Connected Transactions
and Continuing Connected Transactions” which is subject to announcement and disclosure requirements under Chapter
14A of the Listing Rules, certain transactions mentioned in note 47 to the consolidated financial statements also
constituted connected transactions or continuing connecting transactions as defined in Chapter 14A of the Listing Rules

but are exempt from the disclosure requirements under Chapter 14A of the Listing Rules.



During the year, the Company and the Group had the following connected transactions and continuing
connected transactions, and details of which have been disclosed in compliance with the requirements of Chapter 14A of

the Rules Governing the Listing of Securities on the Stock Exchange.

Connected Transactions
1. Advance of shareholder loans to China Oncology Focus Limited (“COFL”), a subsidiary of the Group
During the year ended 31 December 2017, the following shareholder loans were provided by the Group to COFL:

Interest rate Loan amount
Advance Date Term per annum original currency Loan amount
25 April 2017 1 year 4% HK$10,000,000 HK$10,000,000
13 June 2017 1 year 4% HK$10,000,000 HK$10,000,000

Details of these transactions have been disclosed in the Company’s announcement dated 25 April 2017, 26 April

2017 and 13 June 2017.

Ms. Leelalertsuphakun Wanee, Ms. Lee Siu Fong and Dr. Li Xiaoyi are the Directors and substantial
shareholders of the Company who are connected persons of the Company under the Listing Rules. They hold 90%
of the equity interest in Perfect Concept Holdings Limited (“Perfect Concept”) and therefore, Perfect Concept is the
associate of Ms. Leelalertsuphakun Wanee, Ms. Lee Siu Fong and Dr. Li Xiaoyi, and is then a connected person of the
Company under the Listing Rules. Lee’s Pharmaceutical International Limited (“Lee’s International”) is a shareholder
of COFL and at the same time, Perfect Concept, is also a shareholder of COFL. Perfect Concept, being a connected
person of the Company, is holding 35% of the issued share capital of COFL, and therefore, the shareholder loans made
by Lee’s International to COFL under the shareholder loan agreements constitutes a connected transaction pursuant to
Rule 14A.27 of the Listing Rules.

2. Advance of shareholder loan to Zhaoke (Guangzhou) Oncology Pharmaceutical Limited (“ZKON”), a subsidiary
of the Group
On 6 December 2017, the shareholder loan in the principle amount of RMB1,300,000 was provided by the Group
to ZKON for one year at an interest rate of 5% per annum. Details of this transaction have been disclosed in the

Company’s announcement dated 29 December 2017.

Ms. Leelalertsuphakun Wanee, Ms. Lee Siu Fong and Dr. Li Xiaoyi are the Directors and substantial
shareholders of the Company who are connected persons of the Company under the Listing Rules. They hold 90%
of the equity interest in Perfect Concept Holdings Limited (“Perfect Concept”) and therefore, Perfect Concept is the
associate of Ms. Leelalertsuphakun Wanee, Ms. Lee Siu Fong and Dr. Li Xiaoyi, and is then a connected person of the
Company under the Listing Rules. Lee’s International is a shareholder of COFL and at the same time, Perfect Concept,
is also a shareholder of COFL. ZKON is a wholly-owned subsidiary of COFL. Perfect Concept, being a connected
person of the Company, is holding 35% of the issued share capital of COFL, and therefore, the shareholder loan made
by the Group to ZKON under the shareholder loan agreement constitutes a connected transaction pursuant to Rule
14A.27 of the Listin