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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

228 Xinfeng Road

Gaogiao Industrial Park

Haishu District, Ningbo City

Zhejiang Province

PRC

Postal Code: 315174

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
Certified Public Accountants

LEGAL ADVISORS

Stephenson Harwood (Hong Kong)
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Estera Trust (Cayman Islands)
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PRINCIPAL SHARE REGISTRAR AND TRANSFER OFFICE
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P.O. Box 1350
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Hong Kong
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WEBSITE
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CORPORATE CONTACT INFORMATION FOR
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Hong Kong

Please contact our Company Secretary at:
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Financial Highlights

BE-Z-N\F #HEZT—+F
ANRA=THL NAZTHIE
AMEA 7N E A b))
Six months Six months
ended ended
30 June 2018 30 June 2017 Change
¥EBE(TER): Results (US$'000):
WA Revenue 35,919 50,465 -28.8%
Sl Gross profit 19,122 29,009 -34.1%
£ T Profit from operations 5,068 8,415 -39.8%
B PS50 Al A Profit before income tax 10,638 23,918 -55.5%
RN EVHER AT Profit attributable to owners
of the Company 10,606 22,225 -52.3%
BFIgeD Profitability:
FHE Gross profit margin 53.2% 57.5% -4.3%
HF) 2 Net profit margin 29.5% 44.0% -14.5%
ERERREERF Basic and diluted earnings
(=) per share (US cents) 2.6 5.4 -2.8
—E-N\F —E—+F
ANA=+H +=—A=+—H
30 June 31 December
2018 2017
BEMRR(FET): Financial Position (US$°000):
BEE Total assets 223,984 227,745 -1.7%
RNRATHE ANELER Equity attributable to owners
of the Company 103,533 102,019 1.5%
mafs Total liabilities 120,451 125,726 -4.2%
BEMIRITIER Pledged bank deposits 26,880 32,631 -17.6%
R RReEEY Cash and cash equivalents 19,802 8,891 122.7%
REBEESMR Liquidity:
mENEE () Current ratio (times) 1.1 1.0 0.1
A ERR R Net debt-to-equity ratio* 43.5% 56.5% -13.0%
* Net debt-to-equity ratio = (Borrowings — pledged bank deposits — cash and cash equivalents)/Total equity
* FRERERLER=(BX - BERRTER - R RBELFEY) B

BA A 22 %37 B A5 R A &) Lansen Pharmaceutical Holdings Limited 5 >
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Management Discussion and Analysis
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GFEERE o
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Business Review

The internal and external operating environment posed challenges
to Lansen Pharmaceutical Holdings Limited (the “Company”) and
its subsidiaries (hereinafter collectively known as “Lansen” or the
“Group”) in 2018. With the slow growth of the pharmaceutical
industry (according to the rjolling annual data (MAT) of IMS Health, the
cumulative growth rate was only 3.7% in the first quarter), continuous
introduction of various new medical regulations and the gradual
implementation of the “two-invoices system” policy, the environment
of China’s pharmaceutical market has experienced significant change.
Against this backdrop, on 1 March 2018, the Group appointed Mr.
Chen Li as the Executive Managing Director of the Company, a
member of the Executive Committee and Chief Executive Officer of
the Group. With support and direction from the Board, Mr. Chen
and his management team adjusted the Group’s business strategies
to emphasise self-owned products and cash flow. The Group adjusted
its management structure and processes, reduced low-output and
non-key positions, and improved sales staff's output and performance
while significantly reducing selling expenses and administrative costs.
Resources were concentrated on sales and marketing of key self-
owned products and improved performance of the Clinical and Market
Research Department to sharpen product positioning and strengthen
academic marketing. The Group also increased its R&D investment in
core products such as Pafulin in terms of their action mechanisms, new
indications, and internationalisation of products. While strengthening
its self-owned product development strategies, the Group has been
actively looking for alternative models to reduce the losses caused
by the discontinuation of sales of agency products. With the rapid
development of the comprehensive health market and the preventive
treatment of diseases, the Group had also made additional efforts in the
development of new products for the medical cosmetic and healthcare
segments to provide a solid foundation for the Group’s future growth.
Leveraging new strategy adjustments, the Group expects to lay a good
foundation for the enhancement of its core competitiveness and to
achieve growth.
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Management Discussion and Analysis

Lansen recorded a revenue of approximately US$35.9 million for
the six months ended 30 June 2018 (Six months ended 30 June
2017: US$50.5 million), representing a decrease of 28.8% over the
corresponding period last year. During the period, the selling and
distribution expenses were US$10.0 million (Six months ended 30 June
2017: US$16.2 million), representing a decrease of 38.4% over the
corresponding period last year. During the period, the administrative
costs were US$4.3 million (Six months ended 30 June 2017: US$4.4
million), representing a decrease of 1.8% over the corresponding

period last year.

Profit for the period was approximately US$10.6 million (Six months
ended 30 June 2017: US$22.2 million). The decrease in profit was
mainly due to the effect of the following: (1) the Group recorded a
gain on partial disposal of an associate of US$5.2 million (after tax)
due to disposal of shares in Zhejiang Starry Pharmaceutical Co., Ltd.
for the six months ended 30 June 2018, representing a substantial
decrease of US$10.2 million compared with US$15.4 million for the
corresponding period last year; and (2) the Group recorded an one-off
income of US$2.6 million from insurance claims for flood for the six
months ended 30 June 2017.

Due to the above referenced strategic adjustments, the sales amount
of agency products (such as mycophenolate mofetil dispersible tablets
and leflunomide tablets) decreased significantly for the six months
ended 30 June 2018. In the first half of the year, revenue of the
pharmaceuticals segment decreased by 21.7% over last year to
US$29.4 million (Six months ended 30 June 2017: US$37.6 million);
the gross profit decreased by 35.6% over last year to US$16.5 million
(Six months ended 30 June 2017: US$25.5 million); and the segment
profit decreased by 36.6% over last year to US$7.9 million (Six months
ended 30 June 2017: US$12.4 million). The percentage ratio of selling
and distribution expenses to sales of the pharmaceutical segment
decreased from 34.9% for the six months ended 30 June 2017 to
29.2% for the six months ended 30 June 2018. Resources were
structurally concentrated on sales teams and sales activities, reducing
administrative expenses, and therefore laying a good foundation for
leapfrog growth in the future.

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

FEFEESBHRARLIIBEET(EHE=
E—+FARNA=ZTHLEANER 7988FET)
BEAFTE48.7%  EF A2 2EEBETL(BHEC
T—tF A A=FHLESRER:28B&*T) -
BEFETE21.0% - SWZHIFLE  oJEXH
E-E-NEXNA=THIEANEAMEEWRA
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In the first half of the year, revenue from the medical cosmetic segment
decreased by 48.7% over last year to US$4.1 million (Six months
ended 30 June 2017: US$7.9 million); and gross profit decreased by
21.0% over last year to US$2.2 million (Six months ended 30 June
2017: US$2.8 million). Affected by the two-invoices system, Kefumei
recorded a sales revenue of US$6.0 thousand (Six months ended 30
June 2017: US$4.4 million), representing a decrease of 99.9% over
last year. The profit of the medical cosmetic segment increased by
252.0% over last year to US$1.1 million (Six months ended 30 June
2017: US$0.3 million), mainly benefiting from the significant decrease
in selling and distribution expenses.

The Company has developed its healthcare business via the platform
of Natural Dailyhealth Holdings Limited (“Natural Dailyhealth”). Due to
continuous structural and capacity adjustments, the revenue from the
healthcare products segment (including plant extracts and healthcare
products) decreased by 51.1% over last year to US$2.4 million (Six
months ended 30 June 2017: US$5.0 million). Gross profit decreased
by 30.9% over last year to US$0.4 million (Six months ended 30 June
2017: US$0.6 million); while the segment profit increased by 81.5%
over last year to US$0.2 million (Six months ended 30 June 2017:
US$0.1 million).

Management considers that under the new situation, the impact of
external policies and the adjustment of internal business strategies will
inevitably have a certain degree of negative impact on the Group's
short-term performance, such as the decline in agency product revenue,
and increase in layoffs and other one-off adjustment costs. However,
in the long run, the new business strategy of “priority on self-owned
products and profit” and a series of adjustments and reforms on
internal management will be prove both necessary and beneficial
to the Group. The new strategy puts more emphasis on increasing
profit and cash flow, and can more effectively control business risks.
This will have an active and positive effect on the Group's long-term
business development, reduce operational risks and assist in achieving
strategic goals.
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Management Discussion and Analysis

Pharmaceutical segment

Inrecentyears, with the deepening of medical reform, the implementation
of policies including the two-invoices system, zero-mark up drug policy,
total quantity control, control on proportion of drugs and medical
expenditure of medical insurance and control on the use of auxiliary
drugs has brought new opportunities and challenges for the industry.
The Company prudently and actively adjusted its operating strategies
by focusing resources on the development of its own core products
(i.e. Pafulin, Sicorten Plus and featured pharmaceutical products),
reducing the proportion of agency business and optimising the product
mix. For Pafulin, the emphasis is that it is the essential rheumatoid
immune medicine with the following characteristics: effectiveness
comes with early use and it is safe for long-term use. For Sicorten
Plus, we strengthen its double-effect of both anti-inflammatory and
antibacterial. As for Bazhenkeli, its classic formula is advantageous
in raising qi (energy) and blood formation. The overall orientation is
towards academicisation, branding, multi-coverage strategy in order
to create a professionally recognised and well-known Lansen brand.

The Company also restructured its sales team by reducing staff for the
sales of non-key drugs and those of low productivity, strengthening
sales force effectiveness (“SFE”) management and improving the
professionalism of the team and effectiveness of promotion, and
raised per capita output by expanding the coverage of key hospitals
and key departments and optimising its incentive policy for sales staff
to enhance its effect; the Company allocated resources to establish
the Clinical and Market Research Department to enhance medical
experiments, promote product development and provide academic
support, as well as increase investment in core brands in major
hospitals, major cities and new department development as well as
the investment in promotional channels for pediatric and obstetric
featured products. Meanwhile, the Company endeavoured to maintain
a steady growth in sales while realising cash flow and profit growth
by significantly reducing selling expenses and administrative costs as
well as improving operational efficiency.

% % BR 72 ] Lansen Pharmaceutical Holdings Limited 9 >
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Management Discussion and Analysis

FPHFRAEBREBEER - BOREAR
SRR B ER LR - BRI ARER
DERFEENLEETBEERER - MARHIHE
A - \BBER - fRMEORRK - ST HI
E EFHEORARSFEEERNRA -
HEOTCHZEEK - AEH - E/MEHS
EEZBEE  E—PRATEEEZBNH
EHREEZ RS o

BREXZES

N E RS B8 BRI RS B B TR TR R L Y
MURBEEIE  BIEELSIEEARE  Bm
BHABIREMERRUNGEERRESR
B WiBE A EERPOEBS| EXMEE
BENKREER  FRARBEXNERAE
BERBEXEE 8% AENFEBEXLERR
K BFE

SERPEMARIIBREXTEMRR - B8
HE=ZFAF KREXRBEWEFLA - A%
BRERMRIIEERTEANETER &
ATHERERELD - ASARBEXENEL
0.5mifif& - AMLEEXTRERA - A7H
SIRBEEENESD  BREERBEXENDR
BEPEAREAG EHeEE mETRR - 5IR
ERABGEAD S EE R B LR -

RABEBRTHNREXTFEERNIK - B
EERTEREEEXEMR  AREBET
AERMRENERMERRFOR -

1 O Interim Report 2018 1 Hf 3k &

In the first half of the year, the Company continued to focus on the
pharmaceutical business, especially specialty pharmaceuticals for the
rheumatology and dermatology and autoimmune market segments.
At the same time, the Company will fully explore its rich resource
of medical products, increase investment in featured pharmaceutical
products such as Sicorten Plus, Bazhenkeli, Qixuekang Oral Solution,
Yahao Dingpeng Cream and Compound Glycyrrhiza Oral Solution,
set up an OTC and retail team, and further enhance the sales scale
and profitability of the Group’s pharmaceutical business with various
channels such as customisation, e-commerce and partnerships.

Medical cosmetic segment

The Company independently developed or introduced unique and
quality high-end medical cosmetic and cosmetology products with
anti-aging and whitening effects by leveraging on the accumulated
experience of the medical dermatology hospital team and through
cooperation with scientific research institutions and expanded the scope
of its medical cosmetic business via self- operated medical cosmetic
centres and under the business model of cosmotology franchises, hence
creating a characteristic medical cosmetic environment and profit model
with self- development, self-operation and self-marketing.

During this year, the Company focused on developing non-medical
cosmetic product lines. Through cooperation with third parties,
agents and independent research and development, the Company
developed cosmetic products including facial masks and series of skin
care products, which are expected to be launched into the market in
the second half of this year. In addition, the Company launched a new
0.5 ml specification Fillderm which refined the precise application of
this product. The Company will apply the concept of precision skin
care for the high-end customers of Fillderm which together with new
products to be launched will lead the Company’s customers into a
new era of tailored made, high-end products.

The Company has firmly accelerated its pace of developing its medical
cosmetic platform and put great efforts into proactively enriching
its medical cosmetic product line to ensure the long-term and rapid
development of and good returns from this platform.



A

E IR BT

Management Discussion and Analysis

f& BB A Healthcare segment

ﬁTi'ﬁﬁﬁlEEP ITE%?%HHM%KM 2815,%9  In order to enhance the core competitiveness of the Group in the
BOBEN - RNEFEERAEMAEZE@EIE  PRC plant extract and healthcare products area, in 2016, the Group
& - /\HLX$&P/$A§§J?€TE}E&1%ﬁ%¥ announced further capital contribution to Natural Dailyhealth to
%o FHEFRRRZEIESZLE SN - REEIA  jointly develop plant extract and healthcare product business using

FEPRE %%%E PIFREMAEE ST - M Natural Dailyhealth as a platform. In the first half, the Company fully

RLATER - BIEBAAE MR L FES - 78 explored the potential of cooperative customers and strengthened

Bk REIZEE RRFAE - BEETF  the development of new customers as well. With major products

BNREERITTREER - continuing to be our main sales direction, the Company made 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.

Ef  EEEEEBRHEZ NRERLMNEHF  Meanwhile, the Group continued to actively push forward the

EM TR - ARt O MG EZEE RS EF application and commence production of several healthcare products.

BEFER - AREQKETISREITIFER o The Company has also commenced the development of healthcare
products targeting the same patient group using our existing
pharmaceutical products so as to lay the foundation for the expansion
into the healthcare market.

WIRAVHERGERD T ([ F Zhejiang Starry Pharmaceutical Company Limited

X3 ]J) (“Starry”)

REER -ZT— N\F/XA/NHHE2,400,0000%  On 6 June 2018, the Group disposed of 2,400,000 shares in Starry

Z AR RN (KB RIARS2.0%[%HE) - HEE  (representing approximately 2.0% equity interest of Starry), at a price

Tﬂﬁ%ﬁﬁiﬂ%’ﬁ/\ﬁiﬁﬂ 227C - HEFTS  of RMB27.22 per share, pursuant to which, an aggregate disposal
HIERBEAELABARKEGS33BET(EENRY  proceeds of RMB65.33 million (equivalent to approximately US$10.18

10.18§§%E) EEESID HERB 2 Q7 milion) were obtained, and the Group recorded a gain on partial
Wzt (Fifg)5.2EB83ETT ° disposal of an associate of US$5.2 million (after tax).

ZNHEE®%R BEMMF A A KK M After the disposal, Lansen still held 12,775,000 shares in Starry
12,775,000 (X915 R RK3210.6% &4 ) - —=F  (accounting for approximately 10.6% equity interest of Starry). The
—N\FRAZTHZEREA243FEFL(MH  carrying amount of these shares as at 30 June 2018 was US$24.3 million
HRAIR-_ZE—NFEXA=ZTHKTEAE (as compared with the market value of US$41.36 million calculated
WED142705tE o BT EH41.36EEX based on the closing price of Starry of RMB21.42 as at 30 June 2018).
TT) °
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The Group may further dispose of the shares of Starry under the
share reduction plan (“Share Reduction Plan”) in an announcement
headed “Inside information in relation to third share reduction plan
of Starry”, subject to prevailing market price of the shares of Starry
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.

Outlook

The Group will continue to proactively promote business development
and execute established strategies, further develop its business in
prescription drugs for autoimmune rheumatic and dermatology diseases
to become the No. 1 brand in the field. It will also have an active
presence in medical cosmetics, healthcare products and other fields
and strive to become an outstanding major health provider.

The Group will continue to focus on the pharmaceutical business
especially specialty pharmaceuticals for the rheumatology and
dermatology and autoimmune market segments, by optimising product
structure and by striving to maintain a leading position in the field of
disease treatment and by increasing the proportion of sales of self-
owned products. The Company has targeted to develop a number of
core products comprising of specialty pharmaceuticals and featured
pharmaceuticals over time to continuously enhance the existing product
structure, income structure and profitability of Lansen’s pharmaceutical
segment.
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Management Discussion and Analysis

The Group will strategically accelerate the development of medical
cosmetic business and thus expand its revenue sources. In July 2018,
the Company successfully acquired a medical cosmetic institute in
Beijing. The Company's series of cosmetic products will be launched
into the market in the second half. The self-operated medical cosmetic
institutes and a rich portfolio of products will play a positive role
in future cooperation with other cosmetic institutes, customer base
expansion and market coverage enlargement, and will have synergistic
effects with Fillderm. Lansen will gradually establish a characteristic
medical cosmetic environment with self-development, self- operation
and self-marketing.

For the healthcare products segment, the Group will insist on capturing
the middle- and high-end market with quality and standardisation,
enhance its qualifications and brand advantages and continuously
increase the market share of existing brand customers. The approvals
for the Company’s healthcare products are expected to be obtained
within one year. The Company will vigorously develop both the plant
extract and healthcare products to create brand awareness.

Looking forward to the future, the Group will actively grasp the
opportunities brought by the strategy of Healthy China and the
revitalisation of Chinese medicine, develop and promote the distinctive
products of pharmaceutical healthcare and medical cosmetics, and
promote the continuous and steady growth of its business through
merger and acquisition, integration, international cooperation and
continuous innovation, and realise the win-win value for shareholders,
customers and employees.

[ A B8 2547 i A R /A A) Lansen Pharmaceutical Holdings Limited 1 3 >



B W oA

Management Discussion and Analysis

Bt % [ 8

RBES  MBERRELFESE
AEBTENRLEEHELRSFRENES
BESLEMESHE  REERSRETR
MBS HRE @ Be RS RIMIRE(R
RN EHRRITER) ©

RZZE-NFRA=+H  AEEZRPEE

—H:RBEEFHEIIEEET)  RBLE
BN CE—+F+=-_A=+—HB:1.0)-

RZE—NFRNA=Z+TH  AEENES LR
CEEMRI9SEEEL(ZE—tF+A=
+—H:89BEBXIL)  RZE—N\F A=
+H  AEEHECEMEITFR69EEE
T(ZE—+F+-A=+—H:326B8=7T)
EBAEBRRHNBARFMAEEETHME X
IRITEERER -

rEER-_ZE—N\FNA=Z+THHNEER.7
AEEL(ZE—+F+A=+—H:9918
BEL) 2ER—FAEE(ZZE—tFt+=
A=+—H: —FAEE) - R=ZZE—N\FXA
=t+H  AEBZFEEESIEERLI35% (=
E—+E+_A=+—H:56.5%)  SILHRK
MFEERNBRETESE -

REBERGEEAARHNINER R BRI -
ARAEEHBARRENABIEREER
BEANZEHBARNERYEERE -
AEE BRI EIMELIRBER - Al - EIEE
ERINERR - WHNERERZEHHINE
[z o

1 4 Interim Report 2018 1 Hf 3k &

Financial Review

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 2018, the net current assets of the Group were
approximately US$11.9 million (31 December 2017: net current assets
of US$4.3 million) and the current ratio was 1.1 (31 December 2017:
1.0).

As at 30 June 2018, the Group’s cash and cash equivalents amounted
to US$19.8 million (31 December 2017: US$8.9 million). As at 30 June
2018, the Group had pledged bank deposits of US$26.9 million (31
December 2017: US$32.6 million) to secure banking facilities and bank
borrowings of a fellow subsidiary and the Group.

The Group's borrowings as at 30 June 2018 amounted to US$91.7
million (31 December 2017: US$99.1 million), which were fully
repayable within 1 year (31 December 2017: repayable within 1 year).
As at 30 June 2018, the Group's net debt-to-equity ratio was 43.5%
(31 December 2017: 56.5%), calculated by net debt at the end of the
period over total equity.

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

Charges on assets

As at 30 June 2018, certain bank deposits and bills receivables in an
aggregate carrying amount of US$32.1 million (31 December 2017:
US$36.1 million) and Starry’s listed shares with market value amounting
to US$32.4 million (31 December 2017: US$44.3 million) were pledged
to secure banking facilities and bank borrowings of the Group and
bank borrowings of a fellow subsidiary.

Material acquisitions and disposals

On 6 June 2018, the Group has disposed of a total of 2,400,000
shares in Starry via on-market block trade sales on the Shanghai Stock
Exchange. The gross proceeds from the disposal were in aggregate
RMB65.33 million, and the Group recorded a gain on partial disposal
of an associate of US$5.2 million (after tax). The net gain (after-tax) on
the partial disposal attributable to the Group is approximately US$5.2
million. As a result of the disposal, the Group’s holding in Starry has
reduced from 12.6% to 10.6%.

Human resources

The Group had over 637 employees as at 30 June 2018. 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 labour market and economic condition. The Group
provides career advancement training in the form of internal courses
and workshops for staff and encourages staff to participate in training
programmes related to the Group’s business.
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H il &%

Other Information

EEREETRAERKRMG - HE
BROREEEZEZRAR

RZZE-NFRA=1TH EFRHEBEAR
ARAREBBEAEZ Ry - HERDRE
RETEACER AR BREREZ LS G
([EFEEEGED ) EIS2HERFEZELCMA
ZREGELORR - IRB LM BETAEFTETE
HFRGOBETRHEHEARFRBEBRAR
SBRAR([BRA]) 2R ORBIT

RARBEBETREZER

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

Debentures

At 30 June 2018, 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:

BFEERT EARAT B RT

Y] g2 EmiE EBRBE BREzBDH

Percentage of

Number of  the issued share

issued ordinary capital of the

Name of Director Capacity Nature of interest shares held Company

RFBLE REZEE R DA 209,820,000 @ 50.56%
Mr. Wu Zhen Tao Interest of a controlled Corporate interest (478)
corporation (Long position)

EEhiea ESBEAA EWN 500,000 0.12%
Mr. Lee Jin Vi Beneficial owner Personal interest (478)
(Long position)

Stephen Burnau Huntst 4 E=HEAA (EN 100,000 0.02%
Mr. Stephen Burnau Hunt Beneficial owner Personal interest (#78)

(@) 7209,820,000 kA ARIEBEITEBR 2% - DiE
#BCathay International Holdings Limited® & #4A 2
NREFEAR - RILER Cathay International Holdings
Limitedf# #4545 60.99% i 7 % o

BREXHBEEEN R_TE-NFRA=T
B BIEEE SSTBRABREBEARK
NEREAAABEE 2 E D - BERD
HEEETHBERIEE S LR EEDIF352168
TGRSR 2 R EEIORR - HRIE LT
ABFBETEFRHHRETRIAMNEG AR
KB X 2 (IR SRR ©
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(Long position)
Note:

(a) The interests in 209,820,000 issued ordinary shares of the Company were held
through companies wholly owned by Cathay International Holdings Limited, in
which Mr. Wu indirectly held 60.99% shareholding interests.

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 2018 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 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:

BREZA
Number of share options
RZB-N\F RZEB-N\§F BRE B IR
g —A—H BRA%% H<A=1+H RLAH 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 2018 period 2018 share options share options options
(Hzta) (Et)
(note a) (pence)
FEEAE 2,250,000  (2,250,000) — “T-AF=A=t-8 _Z-\F=R=1t—-H=Z 20.00
Mr. Lee Jin Yi “E-EFZA=1H
31 March 2015 31 March 2018 to 30 March 2020
AL T 330,000 (330,000) — ZZ-8%=A=+-A ZT-\f=A=1+-HZ 20.00
Ms. Liu Xue Zi ZZZZF=[=+H
31 March 2015 31 March 2018 to 30 March 2020
BEE - Note:
(a) BREE-ZT—AF=ABY  ARITEGEEREE (@) Those options were granted in March 2015 as the exercise condition was not met

HRmR  ZEEREE T - N\FZARK -

B sy REBE—T-N\FRA=THIEX
18 B eV EfERE - ARF - HIERARSEE
o] B 18 B sl [R) R B B 2 R BE R R (R (T e Bt
ZERTT  BIEARRBEFAEBBALRTA]
SEREM AR 2R A EER 2T AMER

R -

and that the vesting period expired in March 2018.

Except for the above, at no time during the six months ended 30
June 2018 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.
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FERR Substantial Shareholders
RZZE—NFARA=TH  XRAREZESR  Asat 30 June 2018, the register of substantial shareholders maintained
HEGKMEIKFEE ETERRELMEBER © by the Company pursuant to Section 336 of the SFO shows that other

BRAEREEBEE TES 2#SIN - UTAE  than the interests disclosed above in respect of certain Directors, the
MEMERRBERARBIEEHITRAFHEE  following shareholders had notified the Company of relevant interests
AR KB o and short positions in the issued share capital of the Company.

BRERT BARREE BT

BRRER Mz &4 SERHYE BRAZBDL
Percentage of
Number of the issued share
issued ordinary capital of the
Name of shareholder Notes Capacity shares held Company
Bl RBIMR B 2L R HE (R Bl AR AR 1 Enikn 209,820,000 50.56%
((EREEEE(hER)|) Beneficial interest (#18)
Cathay International Pharma Manufacture (Long position)
and Distribution (China) Limited
("Cl Pharma China")
BERBRRFENEMEERER AR 1 REEERES 209,820,000 50.56%
((BXRBEEL)) Interest of a controlled (11%8)
Cathay International Changchun corporation (Long position)
Biotechnology and Pharmaceutical (China)
Limited (“CIC")
B RBUR A ) el e B3¢ (R BL) AR A A 1 R rEER 209,820,000 50.56%
([BIREIBR Rl e B3 (R ) ) Interest of a controlled (#F&)
Cathay International Biotechnology & corporation (Long position)
Pharmaceutical (China) Limited
("Cl Biotech & Pharma China")
ERBEREEGRAR([ERERELE]) 1 REEEES 209,820,000 50.56%
Cathay International Pharmaceutical Limited Interest of a controlled (F%)
("CIP") corporation (Long position)
BIREIR A YR A R A B ([ B RERR R rEER 209,820,000 50.56%
AR 1) Interest of a controlled (%)
Cathay International Biotech Company corporation (Long position)
Limited (“CIB")
Cathay International Holdings Limited R EEE 209,820,000 50.56%
("CIH") Interest of a controlled (1¥8)
corporation (Long position)
Cathay International Enterprises Limited R EEE 209,820,000 50.56%
("CIE") Interest of a controlled (1F8)
corporation (Long position)
RERE FREEFTEIM ARG 209,820,000 50.56%
Wu Zhen Tao XEA (#77)
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Founder of discretionary
trusts and beneficiary
of a trust

(Long position)
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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 2018, 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 2018, 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
2.90 cents (Six months ended 30 June 2017: HK4.17 cents) per share
for the six months ended 30 June 2018 to the shareholders listed in
the register of members of the Company as at the close of business
on 28 September 2018. The interim dividends will be distributed on
or before 19 October 2018 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 2018.
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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 Tuesday,
2 October 2018 to Thursday, 4 October 2018 (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 Friday, 28 September 2018.

Compliance with the Code on Corporate Governance
Practices

During the six months ended 30 June 2018, 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.

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 2018 have been reviewed by the Audit Committee together
with management of the Company.
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To the Board of Directors of Lansen Pharmaceutical Holdings Limited
(incorporated in the Cayman Islands with limited liability)

Introduction

We have reviewed the condensed consolidated interim financial
statements set out on pages 23 to 68, which comprise the condensed
consolidated statement of financial position of Lansen Pharmaceutical
Holdings Limited (the “Company”) as of 30 June 2018 and the related
condensed consolidated statements of income statement, other
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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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, 28 August 2018
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Condensed Consolidated Income Statement

HE-_Z—NFXA=1+HI/MEA For the six months ended 30 June 2018

BE-2-N\F BE_T—+%F
AAZTHLEAERA RNA=TRIEREA

Six months ended Six months ended

30 June 2018 30 June 2017

TR TEr

US$'000 Us$'000

i (REERZ) (REER)
Notes (unaudited) (unaudited)

(E#7R)
(Re-presented)

WA Revenue 5 35,919 50,465
SHEKA Cost of sales (16,797) (21,456)
EA Gross profit 19,122 29,009
HAA Other income 5 549 722
HERDIHFRAX Selling and distribution expenses (9,962) (16,170)
THAS Administrative expenses (4,285) (4,364)
SRHEERE Impairment loss on financial assets (356) (782)
Fe—bra| Profit from operations 5,068 8,415
H AR A Other non-operating income 7 6,106 17,753
TEEMIANATERS Fair value gain/(loss) on derivative
(1) financial instrument 554 (1,444)
Hi &g 8 EH AT ERE Fair value gain on other
financial liabilities 101 =
B AR Finance costs 8 (2,237) (1,955)
JE (G H S A Bl B BR B4R 5 7 Share of post-tax profit of associates 1,046 1,149
B T 884 Al i Al Profit before income tax 9 10,638 23,918
TS Income tax expense 10 (32) (1,693)
ilapg] Profit for the period 10,606 22,225
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Condensed Consolidated Statement of Other Comprehensive Income

BE_ZT-N\FA=+HIEAEAR

For the six months ended 30 June 2018

BE-E-N\F
AA=THIEAER
Six months ended

30 June 2018

BEZT—+F
ANA=ZTHIEANER
Six months ended
30 June 2017

TEx TEr
UsS$'000 Us$'000
(i3 (REERZ) (REER)
Note (unaudited) (unaudited)
Hit2mEk = Other comprehensive income
HEREEF S HZ AR Item that may be reclassified
FE : subsequently to profit or loss:
—BMEGINEREERNEYZS - Exchange differences arising on
translation of foreign operations (1,535) 2,925
RHE— BB RARME S Exchange differences reclassified to
RENHEEERNELZHE profit or loss upon partial
disposal of an associate (107) 355
HINE fh 2 e Other comprehensive income for
(1% HA) the period, net of tax (1,642) 3,280
HR2HkRERE Total comprehensive income
for the period 8,964 25,505
FATEE AEEER Profit attributable to owners
of the Company 10,606 22,225
KARFEEAEEZEKIEEE Total comprehensive income
attributable to owners of
the Company 8,964 25,505
EX AL
US cents US cents
BREF Earnings per share
— HEEXREE — Basic and diluted 12 2.6 5.4
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Condensed Consolidated Statement of Financial Position

R=ZZ—\FEXA=1+H As at 30 June 2018

—E-N\F —T—tF

AA=+H +=A=1+—8

30 June 31 December

2018 2017

FEx T=r

US$'000 Us$'000

B e (RER) (FeEZ)
Notes (unaudited) (audited)
(EH5IF)

(Re-presented)

BE ASSETS
FRBEE Non-current assets
ME - HE kA Property, plant and equipment 13 29,798 31,432
B T B IR Prepaid land lease payment 13 1,969 2,024
B EE Intangible assets 13 23,620 24,056
BE Goodwill 6,824 6,824
JiN NG Interests in associates 31,349 35,417
93,560 99,753
RBEE Current assets
FE Inventories 7,120 13,059
B 5 R E b fEUGRIE Trade and other receivables 14 70,766 63,997
Ui & Tax recoverable 19 —
m—EBE R RNER Loan to an associate 15 3,409 7,519
B T &SRR Prepaid land lease payment 13 54 55
TESBMTA Derivative financial instrument 2,374 1,840
BIKIRIRITER Pledged bank deposits 26,880 32,631
REeKBELEEY Cash and cash equivalents 19,802 8,891
130,424 127,992
HEE Total assets 223,984 227,745
BEREE EQUITY AND LIABILITIES
EXR#EE Capital and reserves
FATEEAELER Equity attributable to owners
of the Company
&N Share capital 4,150 4,150
R RE Share premium 18,945 18,945
HNE R 18 Foreign exchange reserve 489 2,131
AT Statutory reserve 9,233 9,233
1RER R Retained profits 70,716 67,560
HRER Total equity 103,533 102,019
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Condensed Consolldated Statement of Financial Position

R=ZF—N\FXA=+H Asat 30 June 2018

—2-n% r S -
XA=tR  +=A=+-H
30 June 31 December
2018 2017
Fxx FET
us$'000 Us$'000
B eE (REBER) € &2
Notes (unaudited) (audited)
(EF5IR)
(Re-presented)
FREBERE Non-current liabilities
EETRIEAR Deferred tax liabilities 1,911 2,000
1,911 2,000
hEBaE Current liabilities
B3 Borrowings 16 91,691 99,135
mEHEAE Current tax liabilities 25 1,096
B5REMERNTIE Trade and other payables 17 25,300 21,636
BREE Contract liabilities 323 583
HhemaE Other financial liabilities 1,201 1,276
118,540 123,726
wmeE Total liabilities 120,451 125,726
HEZREE Total equity and liabilities 223,984 227,745
RBEEFE Net current assets 11,884 4,266
BEERABEE Total assets less current
liabilities 105,444 104,019

F23E68EMPHM KRR N —ZF—/\HFE/\  The interim financial statements on pages 23 to 68 were approved
A+ \BEEESHENRETZ  YHL  and authorised for issue by the board of directors on 28 August 2018

TATREESE : and signed on its behalf by:
EF EF
Director Director
R 5 EN
CHEN Li HOU Song
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Condensed Consolidated Statement of Changes in Equity

HE-_ZF—-NEXA=+HIL/MEA For the six months ended 30 June 2018

Bx  BRteE HNERE  IERE  REEA ags

Foreign
Share Share  exchange  Statutory  Retained Total
capital  premium reserve reserve profits equity

LE T S &~ 5 R & N
US$'000  USF'000  US§'000  US$'000  US$'000  US$'000

BE-Z-tEXB=TRIAERA Six months ended 30 June 2017
RZE—+E-A-A0EH Balance at 1 January 2017 4,150 18,945 (6,001) 8,927 64,355 90,376
RE(M3t1) Dividends (Note 11) - - - - (9,901) (9,901)
HRENENRS Transaction with owners = = = = (9,901) (9,901)
iyl Profit for the period = = = = 22,225 22,225
A2 EdE Other comprehensive income
- REBNEBELNERES - Bxchange differences arising on
translation of foreign operations - — 2,925 - — 2,925
-WHE-RBEAANSHERREEHN - Bchange differences reclassified to
AREERNEL R profit or loss upon partial disposal
of an associate - — 355 - — 355
HR2miz \ﬁ@ﬁﬁ Total comprehensive income for the period — — 3,280 — 22,225 25,505
KRB AR Deregistration of subsidiary = = = (185) 185 =
RIT—TERAZTANER(REEY)  Balance at 30 June 2017 (unaudited) 4,150 18,945 (2.721) 8,742 76,864 105,980

BE-E-N\EAA=THILAEA Six months ended 30 June 2018
REEZHR-E—+E+-F=T—H  Balance at 31 December 2017

gkl as originally presented 4,150 18,945 2,131 9,233 67,560 102,019
2 RREE () Changes in accounting policies (Note 3(b) = = — — (5,541) (5,541)
RZZ-\F-A-ANEE5 Ak Restated balance at 1 January 2018 4,150 18,945 2,131 9,233 62,019 96,478
e (1) Dividends (Note 11) = = = = (1,909) (1,909)
EHEAETRS Transaction with owners — — — — (1,909) (1,909)
iyl Profit for the period = = = = 10,606 10,606
A2 E e Other comprehensive income

- BEENFBEENESZE ~ Exchange differences arising on

translation of foreign operations = = (1,535) = = (1,535)

- NHE-REERRANSHEEREN - Bchange differences reclassified to

ARERGNESET profit or loss upon partial disposal
of an associate = = (107) = = (107)
HrzEkaEs Total comprehensive income for the period — — (1,642) — 10,606 8,964
RZZ-NEXA=THOER(REEY)  Balance at 30 June 2018 (unaudited) 4,150 18,945 489 9,33 70716 103,533
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Condensed Consolidated Statement of Cash Flows

@:I:47 }\ﬁE/\ﬂ +EM:/\1.)E’

For the six months ended 30 June 2018

BZE HE
~AHB=1+H ~NA=TH
1EA{EA EAEA
Six months Six months
ended ended
30 June 2018 30 June 2017
TEx TEr
UsS$'000 Us$'000
(REERZ) (REEZ)
(unaudited) (unaudited)
wEEB(FTA), /B8 23R & F%8 Net cash (used in)/generated from
operating activities (507) 8,296
REREZHNHAESHE Cash flows from investing activities
BIKIRRITEROR L (35 n) Decrease/(Increase) in pledged bank
deposits 5,717 (3,788)
HE B E AR DOEZ  Proceeds from partial disposal
FriS 508 of an associate 10,185 26,087
L E — [ AR E D #a  Transaction costs and withholding
HEARRZ S ERRBNH tax in connection with partial
disposal of an associate (367) (3,195)
L ERESh i A R AR B Dividend received from an associate 116 225
BEVE  BEKR Purchase of property, plant and
equipment (333) (735)
BEEVEE Purchase of intangible assets (1,303) (746)
HEDE  BEMREFSHIE  Proceeds from disposals of property,
plant and equipment 1 423
BHFIE Interest received 229 318
*Fﬁﬁﬁ?%’& %i\/ Repayment from/(Advance to) an
(M—fEERRIRMZBK)  associate 3,836 (3,445)
REFBAEZ Net cash generated from
HEFE investing activities 18,081 15,144
REMETENRERE Cash flows from financing activities
EFRFEIE Proceeds from borrowings 65,011 71,306
BB RRE Repayments of borrowings (71,513) (82,129)
BMEEBAMAL Net cash used in
I8 4 H 2 financing activities (6,502) (10,823)
RekReEEMF Net increase in cash and
0 cash equivalents 11,072 12,617
HORe MieEED Cash and cash equivalents at
beginning of the period 8,891 10,102
EXEEHHTE Effects of exchange rate changes (161) 330
HREGRALEEY Cash and cash equivalents at
end of the period 19,802 23,049
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Notes to the Condensed Consolidated Interim Fmanoal Statements

HE-_Z—NFXA=1+HI/MEA For the six months ended 30 June 2018

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. 0. 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
2018 (the “Interim Financial Statements”) were approved and
authorised for issue by the board of directors on 28 August 2018.

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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Notes to the Condensed Consolidated Interim Financial Statements

HE-_T—-N\FNA=1+HLI/MEA For the six months ended 30 June 2018

*F %%& (4% )

B &5 ERIE 4R MR RN ZE
ﬁﬂﬂﬁﬁ#&%%i@)ﬂ ST HIE - AERR
R EAMPERRNERMRFRFEE
EFNEEREE - WARFAXHWEE -
ERERAARNZFHa - mEM R
RERAEAAE MAOTEREZE
WERNHITES -

Basis of Preparation (Continued)

The preparation of the Interim Financial Statements in compliance
with 1AS 34 requires the use of certain judgements, estimates
and assumptions that affect the application of policies and the
reported amounts of assets and liabilities, income and expenses
on a year to date basis. Actual results may differ from these
estimates. The areas where significant judgments and estimates
have been made in preparing the financial statements and their
effect are disclosed in Note 4.

BREEFAIN - ZERPIHBRKRIUAET The Interim Financial Statements are presented in United States
(f%ﬁJ)%’i‘J % E R B TS R H A Dollars (“US$"), unless otherwise stated. The Interim Financial

BRAR & BT IS ek B8 TE R R 5 SR E M Statements contain condensed consolidated financial statements
TEEREEREAEEE T —t+F2 and selected explanatory notes. The notes include an explanation

EEM@E%%"%@XXZEﬁﬁﬂﬁ)ﬁ&%fﬁﬁﬁ
HRAZESMEBEZ 2 EMHRRS °
WEP,HHEM%WE‘%IT@%@TF!B%EM&&
SRR BRI E LR ) (BIBRIEM
BRBEREHEAE S EMNER E5)
BRPBREER Mg - RArARBER
2 qu/ﬁ@'J;/\ 2 E’J%%A?ﬂt%ﬂmﬁﬂﬂl
RE /&@'JE%A%%E’JﬂFﬁfI%JI
quﬁgH'J RRZAR) AT ARRETE ﬁ?f
f%i&i‘%ﬂ‘]ﬁﬁﬁéfﬂ BEREAKEEN_-F
—tEFEEMBRE —HHE -

RETEREERTEERIAZATE

of events and transactions that are significant to an understanding
of the changes in financial position and performance of the Group
since the 2017 annual financial statements. The Interim Financial
Statements do not include all of the information required for
a complete set of financial statements prepared 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 2017
consolidated financial statements of the Group.

The Interim Financial Statements have been prepared on the

FFESN - RHABR S MR EIRBE LR AE historical cost basis except for certain financial liabilities and
ERE o derivative financial instrument that are measured at fair values.

fﬁ%&iiqﬂEﬁﬁﬁﬁi&i‘%ﬁﬂ%%ﬁﬁé\ﬂﬁfﬁ
—EFREMHRERPAIRAANER
(BRER-ZF-NF-—A—HBHZEER
HEREFTER SRR BARRE SN o FRATEES
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The Interim Financial Statements have been prepared with the
same accounting policies adopted in the 2017 annual financial
statements, except for those that relate to new standards or
interpretations effective for the first time for periods beginning
on or after 1 January 2018. Save as disclosed in the changes in
accounting policies for the adoption of IFRS 9 and IFRS 15 in
Note 3, the application of other new and revised IFRSs in the
current period has no material effect on the amounts reported
and/or disclosures set out in the Interim Financial Statements.

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. BDO Limited’s independent review report to
the Board of Directors is included on pages 21 to 22.
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Notes to the Condensed Consolidated Interim Financial Statements

HE-_Z—NFXA=1+HI/MEA For the six months ended 30 June 2018

B BREH 3. Changes in accounting policies
(a) BIE (@) Overview
P 7S A HA HA F’ﬁ AEBEE B REA In the current interim period, the Group has applied, for
THHER g ERREEgRME the first time, the following new and amendments to IFRSs
HifR Sl Eﬁﬂﬁﬂiﬁ?ﬁﬁ RN issued by the IASB that are effective for the annual period
—N\NF—R—BakzEABZFE beginning on or after 1 January 2018 for the preparation
HA A 25 A [ R B 7 R 2R BN D 3 of the Interim Financial Statements.
CHIIE
BRI SRS 2R — T —NFE Amendments to IFRSs  Annual Improvements 2014-2016
BEET ZERF Cycle
B e E U
P‘ isHRERED €T A IFRS 9 Financial Instruments
F9%%
FR B TSR R BREA LA IFRS 15 Revenue from Contracts with
FE155% Weas Customers
BIRRBf FS R 5 #ER) AR P& NS Amendments to IFRS 15 Revenue from Contracts with
155 IEE] Wz (BB B 765 Customers (Clarifications to IFRS
WMERERIE155% 15)
BER)
BRI ISR E 28 INERT 5 R TER IFRIC 22 Foreign Currency Transactions and
ZE® .é%i%‘zz RE Advance Consideration
i
Red B R B 765 3 5 ZE Bl ) 25 95k KoK B The adoption of the above has no material impact on the
BREA 75 3R 5 HEBI DR 1558 - BRAY Group's result and financial position for the current or
R IE Y A @ﬁﬂiﬂﬂfﬁiiﬁ{itﬁﬂ prior periods except for IFRS 9 and IFRS 15. Details of the
R EE & IR R S K 2 changes in accounting policies are described in Notes 3(b)
(BB B 53R 4 2R )SE 95}?&((.(5” and 3(c) for IFRS 9 and IFRS 15 respectively.

B i3RI )SE 1558 0 & 5T B &
BB DRI RMEE3(0)FI3(C) °

AEBWERAEARS @5 The Group has not applied any new standards or
fE M AR AR FTAE R R R o interpretation that is not yet effective for the current

accounting period.
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Notes to the Condensed Consolidated Interim Financial Statements

BHE_FT—

NERAB=+BIEAREAR

3. BRBEREE(H)

(b)
A

(1)

B EREERFEIR 2T

EMTAMNTERE

BIFR B 75 s ERIE RN =
T \F—A— BRI
o R IR B B & 51 2R
FEIFI M T A - ERRE
B/ AHemIAGF A
B=ER®E:(WAERFE: Q)
BENS)EMERE - 5=
Z—N\F— A - BERAFEK

3.

For the six months ended 30 June 2018

Changes in accounting policies (Continued)
IFRS 9, “Financial Instruments”

(b)

(1)

Classification and measurement of financial
instruments

IFRS 9 replaces IAS 39 “Financial Instruments:
Recognition and Measurement”, for annual periods
beginning on or after 1 January 2018, bringing
together all three aspects of the accounting for financial
instruments: (1) classification and measurement; (2)
impairment and (3) hedge accounting. The adoption
of IFRS 9 from 1 January 2018 has resulted in changes
in accounting policies of the Group and the amounts

ﬁﬁﬁ%#&%ﬁ%,ﬁu 595 B BEUA recognised in the Interim Financial Statements.
EETER KA Hﬁﬁﬁ%iﬁ?ﬁ
FﬁﬁEE WS REEES
T ZR AT it B R B S e s R R 5B The following tables summarised the impact, net of
ORBEHREN T —N\F tax, of transition to IFRS 9 on the opening balance
—A—BHREBERMENTF of retained earnings as at 1 January 2018 as follows:
&Z® .
FET
us$'000
REEEF Retained earnings
R=-ZT—+&+=-A=+—HHK  Balance at 31 December 2017
REER 67,560
RIETEE=EEE([TEH{ZEE  Remeasurement of impairment under expected
BDRA B ERECT XM credit losses (“ECLs") model (Note 3(b)(ii)
5E3(b)(ii)) below) (5,541)
R=-Z2—\E— B —HKEY4FE Restated balance at 1 January 2018 62,019

B 5% B 765 o o5 2E R 26 9 5% K B
RE THABR S ERIZE39
HEREMABEZIELE
BIRTE o AT - HBUR T RE
B ERFEIR T ET
HemEE  ERREKGKIA
URAHHESREEN SR
BEERR - RMBEREEHE
ERFISRET T EHAEEA
AemAERTESRITAN
SETRRENEATE - BIR
MBERELEANFIRE ARE
TREEDENENTEH
SR e
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IFRS 9 basically retains the existing requirements in
IAS 39 for the classification and measurements of
financial liabilities. However, it eliminates the previous
IAS 39 categories for financial assets of held to
maturity financial assets, loans and receivables and
available-for-sale financial assets. The adoption of IFRS
9 has no material impact on the Group’s accounting
policies related to financial liabilities and derivative
financial instruments. The impact of IFRS 9 on the
Group's classification and measurement of financial
assets is set out below.
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Notes to the Condensed Consolidated Interim Financial Statements

HE-_Z—NFXA=1+HI/MEA For the six months ended 30 June 2018

3. BN HXESE (&) 3. Changes in accounting policies (Continued)
(b) BRE R EERFEIE2HT (b) IFRS 9, “Financial Instruments" (Continued)
A (&)
() ZHTAMSERE(E) (i) Classification and measurement of financial
instruments (Continued)

BEEEMEREENES Under IFRS 9, except for certain trade receivables
o BRETESHEEFKIER (that the trade receivables do not contain a significant
BB SRS 2RI 1558 financing component in accordance with IFRS 15),
B SRR B BEE AN an entity shall, at initial recognition, measures a
BB D )N - BERRYIZHE financial asset at its fair value plus, in the case of
RE - BERATETES/ME a financial asset not at fair value through profit or
E W EZRAFEEET| loss (“FVTPL"), transaction costs. A financial asset
A= ([ERFEELZEHHAE is classified as: (i) financial assets at amortised cost
HNeREE @ SRS ("amortised cost”); (i) financial assets at fair value
KA - SRAEEDEAR - ()& through other comprehensive income (“FVOCI”); or
BSHR A ([ SHA AR DRI ER (iii) FVTPL (as defined in above). The classification
CREE  (NERAFEFAR of financial assets under IFRS 9 is generally based
EmkE(ERAFEFAR on two criteria: (i) the business model under which
tEERE DNEMEE + X the financial asset is managed and (ii) its contractual
(iR A FEZSH AER(N cash flow characteristics (the “solely payments of
FalEE) o RIRE R %K principal and interest” criterion, also known as “SPPI
HEHEAFIFHNESRMEE NS criterion”). Under IFRS 9, embedded derivatives is no
—RIRBEMELER : (VEES longer required to be separated from a host financial
BMEEREBEDL RG)EE L asset. Instead, the hybrid financial instrument is
ReneFa((EsZMEAe assessed as a whole for the classification.

KFE LR - JRF8 AT SPPI%E
Bl 1) o AR BIFR B 75 3R & 22 R
Fo% NESPTATREEANR
FREMEESFIT - BUM
Rz REXERMITES AR
ERERBETE o

EeMEERKRTE A THK A financial asset is measured at amortised cost if it
- BWIEEEERATES meets both of the following conditions are met and
TIAEE - AZemEERE it has not been designated as at FVTPL:

SHANET = -

s ZemEAEHR—EERE e It is held within a business model whose
HiARE R A E R objective is to hold financial assets in order to
BHREMENERIE collect contractual cash flows; and
XA &

s ZEeMEEMANBKRK e The contractual terms of the financial asset give
RETEBARSHES rise on specified dates to cash flows that meet
ME - MZREREF the SPPI criterion.

EERYNAEZRFE
R o
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3.

For the six months ended 30 June 2018

Changes in accounting policies (Continued)
IFRS 9, “Financial Instruments” (Continued)

(b)

(1)

Classification and measurement of financial
instruments (Continued)
A debt investment is measured at FVOCI if it meets
both of the following conditions and it has not been
designated as at FVTPL:

o Itis held within a business model whose objective
is to achieved by both collecting contractual
cash flows and selling financial assets; and

o The contractual terms of the financial asset give
rise on specified dates to cash flows that meet
the SPPI criterion.

On initial recognition of an equity investment
that is not held for trading, the Group could
irrevocably elect to present subsequent changes in
the investment’s fair value in other comprehensive
income, also no recycling of gain or loss to profit or
loss on derecognition. This election is made on an
investment-by-investment basis. All other financial
assets not classified at amortised cost or FVOCI as
described above are classified as FVTPL. This includes
all derivative financial assets. On initial recognition,
the Group may irrevocably designate a financial
asset that otherwise meets the requirements to be
measured at amortised cost or FVOCI at FVTPL if doing
so eliminates or significantly reduces an accounting
mismatch that would otherwise arise.
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3.

HE-_ZF—-NEXA=+HIL/MEA For the six months ended 30 June 2018

Changes in accounting policies (Continued)
(b) IFRS 9, “Financial Instruments” (Continued)

(i) Classification and measurement of financial
instruments (Continued)
The following accounting policies would be applied
to the Group's financial assets as follows:

FVTPL FVTPL is subsequently measured
at fair value. Changes in fair
value, dividends and interest
income are recognised in profit
or loss.

Amortised cost  Financial assets at amortised
cost are subsequently measured
using the effective interest rate
method. Interest income, foreign
exchange gains and losses and
impairment are recognised
in profit or loss. Any gain on
derecognition is recognised in
profit or loss.
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3.

For the six months ended 30 June 2018

Changes in accounting policies (Continued)
IFRS 9, “Financial Instruments” (Continued)

(b)

(1)

Classification and measurement of financial
instruments (Continued)

The following table summarises the original
measurement categories under IAS 39 and the new
measurement categories under IFRS 9 for each class
of the Group’s financial assets as at 1 January 2018:

REERE RIZERRI

RRF39F  BEERFN

R-B-N\%F RZB-N\%F

RERRMERS —A—B# —A—B#H
R 95K 3 BB fREE REE
S TER

Carrying amount Carrying amount
as at 1 January  as at 1 January

Original classification New classification 2018 under 2018 under

Financial assets under IAS 39 under IFRS 9 IAS 39 IFRS 9

US$'000 Us$'000

B REMEKE BERREWHIE BEHRCA 55,134 49,931
Trade and other receivables  Loans and receivables Amortised cost

m)— B A R ER SRR EYEIE B 7,519 7,181
Loan to an associate Loans and receivables ~ Amortised cost

BEARITER ERRERRE BRI 32,631 32,631
Pledged bank deposits Loans and receivables ~ Amortised cost

ReRBeEED ERREWIE i3Iz [DIN 8,891 8,891

Cash and cash equivalents

Loans and receivables

Amortised cost

AEER-_F—/\F—A—H
]Lxﬁ? FE SR FRRR 15 E AR
REHENABENEREER
TRAEES -

TREERE

BR A0y B R B 75 4R 45 2R RI 55 9 5%
FRAKENBEER @ 5H

RErtERIE3RICEE
BEEX RN AIFAREES
BER] - BB RS ZER
FORMEAEBUABRER S
AHERIE3R A ENE B IE
H&zﬁlﬁﬁ?ﬁﬁﬁﬁﬁizﬁﬁiﬁ’]/f
MEERBEHREEEAE -

Tﬁ%ﬁﬂﬁiﬁﬁmﬁfﬁﬁ&iﬁﬁv
EMARBHREREEERNM
R - HEARERELTEKX -
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(ii)

The Group did not designate or de-designate any
financial assets or financial liabilities at FVTPL as at
1 January 2018.

Impairment of financial assets

The adoption of IFRS 9 has changed the Group's
impairment model by replacing the IAS 39 “incurred
loss model” to the “ECLs model”. IFRS 9 requires the
Group to recognise ECLs for trade receivables and
financial assets at amortised costs earlier than IAS 39.
Pledged bank deposits and cash and cash equivalents
are subject to ECLs model but the impairment is
immaterial for the current period.
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3.

HE-_Z—NFXA=1+HI/MEA For the six months ended 30 June 2018

Changes in accounting policies (Continued)
(b) IFRS 9, “Financial Instruments” (Continued)

(i) Impairment of financial assets (Continued)

Under IFRS 9, the losses allowances are measured on
either of the following bases: (1) 12 months ECLs:
these are the ECLs that result from possible default
events within the 12 months after the end of the
reporting period and (2) lifetime ECLs: these are ECLs
that result from all possible default events over the
expected life of a financial instrument.

Measurement of ECLs

ECLs are based on the difference between the
contractual cash flows due in accordance with the
contract and all the cash flows that the Group expects
to receive. The shortfall is then discounted at an
approximation to the assets’ original effective interest
rate.

The Group has elected to measure loss allowances for
trade receivables using IFRS 9 simplified approach and
has calculated ECLs based on lifetime ECLs. The Group
has established a provision matrix that is based on the
Group's historical credit loss experience, adjusted for
forward-looking factors specific to the debtors and
the economic environment.
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3.

For the six months ended 30 June 2018

Changes in accounting policies (Continued)
IFRS 9, “Financial Instruments” (Continued)

(b)

(ii)

Impairment of financial assets (Continued)
Measurement of ECLs (Continued)

For all other financial instruments, the Group recognises
a loss allowance based on the 12-month ECLs unless
there has been a significant increase in credit risk of the
financial instrument since initial recognition, in which
case the loss allowance is measured based on the
lifetime ECLs. When determining whether the credit
risk of a financial asset has increased significantly
since initial recognition and when estimating ECLs,
the Group considers reasonable and supportable
information that is relevant and available without
undue cost or effort. This includes both quantitative
and qualitative information and analysis, based on
the Group’s historical experience and informed
credit assessment and including forward-looking
information. The Group’s other financial instruments
are considered to have low credit risk since there was
no recent history of default.

The Group assumes that the credit risk on a financial
asset has increased significantly when contractual
payment are more than 30 days past due.

The Group considers a financial asset in default when
contractual payment are 90 days past due. However, in
certain cases, the Group may also consider a financial
asset to be in default when the Group is unlikely to
receive the outstanding contractual amounts in full
before taking into account any credit enhancement
held by the Group.

Presentation of ECLs

Loss allowances for financial assets measured at
amortised cost are deducted from the gross carrying
amount of the assets.
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3.

@Z:n:47 }\ﬂE/\H +

(b)

(ii)

H1E/XM@ A For the six months ended 30 June 2018

Changes in accounting policies (Continued)
IFRS 9, “Financial Instruments” (Continued)

Impairment of financial assets (Continued)

Impact of the ECLs model

(a)

Impairment of trade receivables

As mentioned above, the Group applies the IFRS
9 simplified approach to measure ECLs which
adopts a life time ECLs for all trade receivables.

B RBESERK To measure the ECLs, trade receivables have
HRAGERESREE been grouped based on shared credit risk
BB - RETEEHEE characteristics and the days past due.
BB BHEWHIER
BAR B (L {5 B R B R 2
MaHR DA o
R=ZZE—N\F—H—H The loss allowance for trade receivables
NE S EWFIBRES analysed by invoice date as at 1 January 2018
AHRBEREDET was determined as follows:
U
0Z£90H 91Z180H 181E365H MHi8365H ]
0-90 91-180 181-365 Over 365

R=ZF—N\F—HA—H 1January 2018 days days days days Total
FEHEEEIER (%)  Expected credit loss

rate (%) 0.25 0.88 3.97 72.84 15.53

BREAE (F37t)  Gross carrying amount

(US$'000) 26,828 3,788 3,900 8,909 43,425
EEEE (TX7T)  Loss allowance

(US$'000) 66 33 155 6,489 6,743

—tE+A=
+ E! %JELIQTAIEE’]
EEREEER TN
F-HA—BAMHBVEE

The loss allowances for trade receivables as at
31 December 2017 reconcile to the opening
loss allowances as at 1 January 2018 as follows:

BABHERINT -
TEx
US$‘000
RZZE—tF+=-A=+—H—-HB%E Asat 31 December 2017 - calculated
BIfR & At R E 395k E under IAS 39 1,723
FRBPREBBENEICRE Amounts restated through opening
retained earnings 5,020
RZZE—N\F—A—BHIEE Opening loss allowance as at 1
e — ARIB BB B 7 s 4 January 2018 - calculated under
FERAE IFRS 9 6,743
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3.

For the six months ended 30 June 2018

Changes in accounting policies (Continued)
IFRS 9, “Financial Instruments” (Continued)

(b)

(ii)

(i)

Impairment of financial assets (Continued)
Impact of the ECLs model (Continued)

(a)

Impairment of trade receivables (Continued)

The increase in loss allowances for trade
receivables upon the transition to IFRS 9 as at
1 January 2018 were US$5,020,000. The loss
allowances further increased by US$484,000 (net
of exchange realignment) for trade receivables
during the six months ended 30 June 2018.

Impairment of other financial assets at amortised
cost

Other financial assets at amortised cost of the
Group include other receivables and loan to an
associate. Applying the ECLs model results in
the recognition of ECLs of US$521,000 as at 1
January 2018 and the loss allowance decreased
by US$230,000 (net of exchange realignment)
during the six months ended 30 June 2018.

Hedge accounting

Hedge accounting under IFRS 9 has no impact on the
Group as the Group does not apply hedge accounting
in its hedging relationships.
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HE-_Z—NFXA=1+HI/MEA For the six months ended 30 June 2018

SRS (F) 3. Changes in accounting policies (Continued)
(b) BB BHREERFIRI2F T (b) IFRS 9, “Financial Instruments” (Continued)
A (&)
(iv) BEZHE (iv)  Transition
AREE PR B PR B 7S s 4 The Group has applied the transitional provision
B S 958 B3I R - LA in IFRS 9 such that IFRS 9 was generally adopted
RS2 RFo%RE2MH without restating comparative information. The
TR BAES| LERER © reclassifications and the adjustments arising from the
Eit - SHEEEEEERAIE new ECLs rules are therefore not reflected in the
ERNEFTHERARWEN statement of financial position as at 31 December
TZ—+tH&F+-_A=+—H&Y 2017, but are recognised in the statement of
BRAKRPRE - HERZF financial position on 1 January 2018. This mean that
—N\F—A—BOHBARRE differences in the carrying amounts of financial assets
RHER - HER T —NF— and financial liabilities resulting from the adoption
A — B £ Bl B B 7 3 5 A A of IFRS 9 are recognised in retained earnings as at 1
FIRMRREBRFEEN S January 2018. Accordingly, the information presented
REENS R A ENREED for 2017 does not reflect the requirements of IFRS 9
ZH -Ht  —FE—1LF 27 but rather those of IAS 39.

Y BRI A 2 B B R B S e
‘;&E"J'*%ﬁﬁ’ﬁﬁﬁ + M R A
/T\EIEI EE‘J%395JTE}]%EE °

LA TR 5T 45 T5 48 38 0 B IS Bt 7S The following assessments have been made on the
£ &R FE SR FER B HA basis of the facts and circumstances that existed at

([RERBHNEENES the date of initial application of IFRS 9 (the “DIA"):

KIERMAED -

ErHANTREEMNERE The determination of the business model within which

G a financial asset is held;

EEMBEECAIEER LR The designation and revocation of previous

BENCREBEEREATEEZSD designations of certain financial assets and financial

IIABERE & liabilities as measured at FVTPL; and

EEHRATFESAEMEE The designation of certain investments in equity

Wiz BIWIFFEEE ERHIRA investments not held for trading as at FVOCI.

RENETERE °

MAREFRENREEY X E If an investment in a debt investment had low credit

BHHEERENEZERE risk at the DIA, then the Group has assumed that the

A AEERRZEENEER credit risk on the asset had not increased significantly
% B H YA MR AR I 48 AR £ 1T since its initial recognition.

)JIJ @
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3.

For the six months ended 30 June 2018

Changes in accounting policies (Continued)

(9]

IFRS 15, “Revenue from Contracts with Customers”

IFRS 15 supersedes IAS 11 “Construction Contracts”, I1AS
18 "Revenue” and related interpretations. IFRS 15 has
established a five-steps model to account for revenue arising
from contracts with customers. Under IFRS 15, revenue is
recognised at the amount that reflects the consideration
to which an entity expects to be entitled in exchange for
transferring goods or services to a customer.

The Group has adopted IFRS 15 “Revenue from Contracts
with Customers” from 1 January 2018 which resulted in
changes in accounting policies. In accordance with the
transition provisions in IFRS 15, the Group has adopted the
new rules retrospectively. The Group assessed the impacts
of adopting IFRS 15 on its financial statements. Based on
the assessment, the adoption of IFRS 15 has no significant
impact on the Group’s revenue recognition. Revenue for
sales of goods are recognised at point of time as when
there is evidence that the control of the goods has been
transferred to the customer, the customer has adequate
control over the goods and the Group has no unfulfilled
obligations that affect customer accepting the goods.
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HE-_Z—NFXA=1+HI/MEA For the six months ended 30 June 2018

3. B BXEH (&) 3. Changes in accounting policies (Continued)
(c) EIBRHMBEHREENFEISHEIKXEF (c) IFRS 15, “Revenue from Contracts with Customers”
EEHZWKA I(E) (Continued)
RN PR B 1 S 2E B 2B 155% 1% - Upon the adoption of IFRS 15, if there is any satisfied
WFBERNETRENREMASEE performance obligation but where the Group does not have
WERBEEREZEBEEERN - K& an unconditional right to consideration, the Group should
EEBRENEE - AKX X recognise a contract asset. Similarly, a contract liability,
SEERBBEBAR - ERP XA rather than a payable, is recognised when a customer
REZENFEINREASTED pays consideration, or is contractually required to pay
FHR - MAREHNBEMIEEMNE consideration and the amount is already due, before the
& o mER RN mEHARIL &R Group recognised the related revenue. No contract asset is
BHEE ° recognised upon transition and at the end of the reporting
period.
INTERIZERBBH(ZE—NF Following adjustments were made to the amounts presented
—A— E)Eﬁﬁf%ﬂﬁﬂéﬁéﬂﬁﬁ%ﬁkﬂi in the condensed consolidated statement of financial
W RH S FIEH AL position at the date of initial application (1 January 2018):
REERE
%A 185 RIBEBR A1 3
R-B—+tF WERERIE155
+=-A=+-H R-B-N\fF
HEREE —A—H
(WmEATATSI) BHNSE HEREE
Carrying
amount as at
31 December Carrying
2017 under amount as at
IAS 18 (as 1 January
previously 2018 under
stated) Reclassification IFRS 15
TET T T=r
Us$'000 Us$'000 Us$'000
5 REMEMNFR Trade and other payables 22,219 (583) 21,636
EHEE Contract liabilities — 583 583
@ HREERENCHERA DA B LR * Contract liabilities recognised in relation to the trading of goods
EAZERDZ  NESH REMENEIE were previously treated as advance from customers presented under
B3R o trade and other payables.
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HE-_ZFT—-NEXA=1tHIL/XMEA For the six months ended 30 June 2018

4.

BRI R A

BTN BRAEEERERY BR
FHEMRAELAR WARRAZME
BEBEVENEEEL A - B3 RE
® o ERERAEZFEHTR -

RETHUERERE - EEERAEEE
STBCRER A T HRERRNEER
IRIEL N ERHIE - BT HEE30b) R R

METBHIEEBRMNMESN - R Es
ffEt kA RBEE T —F+-A=

T—RIEFEMERE M mETERENR
A o

WA R H A A
ZRER B R B A A U 2 B A A B 3 A 0
T

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 2017 except for the
estimation on the ECLs as set out in Note 3(b).

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

BE-Z-N\F BE_T—+F

ANA=T1H NA=1+H
IER{EA LE7RME A

Six months Six months
ended ended

30 June 2018 30 June 2017
FEx FET
US$°000 Us$'000
(REBEZ) (REEHEZ)

(unaudited) (unaudited)

HEEmBWEA Revenue from sales of goods 35,919 50,465

Habg A Other income
SRITRBULA Bank interest income 229 318
IEgER kA Government grants 272 147
Hfth Others 48 257
549 722
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HE-_ZF—-NEXA=+HIL/MEA For the six months ended 30 June 2018

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
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HE-_ZFT—-NEXA=1tHIL/XMEA For the six months ended 30 June 2018

6. DEHER (&) 6. Segment Information (Continued)
INTAREEIRATERREEDEE S The following is an analysis of the Group’s revenue and results
R EFTEE A REEDIT © performance from operations by reportable and operating

segment.

BE-E-N\FAR=1tHLEARAEAR
Six months ended 30 June 2018

Be BEXRER REEM @zt
Medical
cosmetics Healthcare
Pharmaceuticals products products Total
TER TER TxR S
US$'000 US$'000 US$'000 US$'000

(REER) (REER) (REBER) (REEX)
(unaudited) (unaudited) (unaudited) (unaudited)

EHE Geographical markets
F The PRC 29,429 4,063 1,590 35,082
gl Overseas - — 837 837
BTEWHBRAEE Total reportable segment revenue 29,429 4,063 2,427 35,919
BTEBRDIDER Reportable segment profit 7,867 1,077 216 9,160
BE-ZE—+tFAA=THILAER
Six months ended 30 June 2017
B2 BEIAEm BEEm Bt
Medical
cosmetics Healthcare
Pharmaceuticals products products Total
T=n T=n S TET
US$'000 Us$'000 Us$'000 US$'000
(REEE%) (RiEE%) (REEE%) (REEER)
(unaudited) (unaudited) (unaudited) (unaudited)
EHE Geographical markets
FE The PRC 37,587 7,914 2,281 47,782
&b Overseas — — 2,683 2,683
BYERDPRABE Total reportable segment revenue 37,587 7,914 4,964 50,465
BT ERHBEH Reportable segment profit 12,414 306 119 12,839
EXE2Wmo EWAIERBIMER P TS Segment revenue reported above represents revenue generated
B A o N EARE KB 1 BRI I 8 5 B from external customers. There were no inter-segment sales in
SHE o the current and prior periods.
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HE-_Z—NFXA=1+HI/MEA For the six months ended 30 June 2018

DEBER (&) 6. Segment Information (Continued)
INE B 7] 2 35 #B i FI EE i BB 7 R 3 P The Group’s reportable segment profit reconciled to the Group’s
TASBERBRFTSHANRFAEIRANT - profit before income tax as presented in the Interim Financial

Statements is shown as follows:

BE-E—N\f =T —+F
~NB=1+H NA=1TH

WEAR@EA LE7RME A

Six months Six months
ended ended

30 June 2018 30 June 2017
FEx FEx
US$’000 Us$'000
(REER) (REEEZ)
(unaudited) (unaudited)

(BFHIR)
(Re-presented)

RS E Profit or loss
BT 2R EN Reportable segment profit 9,160 12,839
H AR BCUA Other income not allocated 549 722
AROEFX Expenses not allocated (4,641) (5,146)
HAb MU Other non-operating income 6,106 17,753
TTHESRITAMNATEYS,  Fair value gain/(loss) on derivative financial
(&) instrument 554 (1,444)
Hiv 2B En A HEKS Fair value gain on other
financial liabilities 101 —
BT R AR Finance costs (2,237) (1,955)
FE(RER & N RIBIBR TR E H Share of post-tax profit of associates 1,046 1,149
AR B R BTS2 A A Profit before income tax of the Group 10,638 23,918
,A% i&/\43m$lj;‘g%ﬁﬁﬁa’g%ﬂﬁzﬁﬁ% Reportable segment profit represents the gross profit less selling
SEEF Y o YA E BB RE AER and distribution expenses by each segment. This is the measure
{&ﬁ;ﬁﬁ@ﬂ&i’iiﬁﬁ{ﬁﬁﬁ;ﬁﬁ’gﬁ%ﬁjﬁ ° reported to the CODM for the purpose of resources allocation

and performance assessment.
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HE-_ZFT—-NEXA=1tHIL/XMEA For the six months ended 30 June 2018

6. DEHER (&) 6. Segment Information (Continued)
F A B B 3 Z 2@ AR ARB D No segment assets or segment liabilities is presented as they are
BEXIDHFAEER  HUE2IEHE not regularly provided to the CODM.
o

7. HMEKEMBA 7. Other Non-Operating Income

BE-Z-N\F BHE_T—+F
/\H-"’H /\H_+E|

1ER1EAR LE7NE A

Six months Six months
ended ended

30 June 2018 30 June 2017
FEx FET
US$'000 Us$'000
(REER) (REEEZ)
(unaudited) (unaudited)

(EFTIR)
(Re-presented)

mR A ERE R (FEE13) Provision for impairment of intangible assets

(Note 13) (486) —
A EMEE (H5E13) Write off of intangible assets (Note 13) (773) (234)*
HE—MBE R RO A Gain on partial disposal of an associate,
Wz (HIBRTE) (Fif5Ea) net of tax (Note a) 5,236 15,422
Hj’i MIEE & A RO R Tax refund in relation to a partial
R (P 5ED) disposal of an associate (Note b) 2,129 —
KRB REE (M 5Ec) Insurance claims for flood (Note c) — 2,565
6,106 17,753
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(3 PN P
BHE-Z—+tFRA=THILAER - EFE
EEMEH234,000F Tt AT - AE %R
A BERR BE_T—\FA=1H
LR - ZIEEFAMBRGE WSRO E
LA MU |- ML F B EH 5 R
RERBEZES -

R-ZE—t&E=FA+HA  XEARALEZE
REFMBERTISEATR 5 EEE 4,175,000
R&ATT R A R ER M AR R R R/A )
A& - E%Z%QHQJ\EM(F/\EMJMB 1
T EARES s EE M S(INBRBEE)
m4nom%n #ﬁ%% g - RNE
ERAIAZHREBR-_ZT—XR"FEF+ZA=T
—HM16.1%BREE-Z ‘tfﬁ/\ﬂ +HH
12.6% ©

R=ZF—NFEAB AEBRLEE
ARGERBMSEARTRHE—FLESH
2,400,000 Bl A 15 © B ASRARE
27.227C © EEHE I A Wk (IR T
18)5,236,0003% 7T - WHEHDE=E - A&
BERAAZHREE—TH-T—tF+=A
=t+—H®O1R26%BEE=_T—N\F A=
H#10.6% °

R-Z—+F  AEEBRHRE - RHERD A

ﬁi%fmaﬁﬂ'ﬁﬂ RIRHRT R o BN

REBDERRBER - FIL R B E%i
3N

fib FEACE MU A R HERR - RIS HIR
B2 W B R B KA K% 13,597,0007T (18
2,129,000%7T) °

ZERBRREDEAR-T—RFNATEER
i@@l%ﬂﬁ%\%’éﬁk“ BHARARZEAR
BN EEYREREMAR AR ([ FER])
RERTEHNERRAR([ERIE])FER

REM - RE_T—LFHA  MIAERT
RRARERAR - REBAREESTFE D 5IM

TEERRERTERNBEEARBISAET
RARBISEEL(DRIAERD22BEX
TTRO2BEEXL)ERME - R=F— tE/\
A+RA - TEBERERERTESD RIKE R
’AETE\%1#$AEW%16@%%(*5*5@?@2.45%
%)ﬁ)&}\ﬁaﬁm6?%771(@?&?3’:‘%’902?%%
) o

7.

Eﬁz:l:—r /\ﬂE/\ﬂ +E|M:/\1.)El

Other Non-Operating

For the six months ended 30 June 2018

Income (Continued)

During the six months ended 30 June 2017, the write off of intangible assets

amounted to US$234,000 w

as included under administrative expenses. In

order to illustrate the financial performance more accurately, such item

was included under “Other non-operating income”

in the condensed

consolidated income statement for the the six months ended 30 June

2018, and the comparative fi

gure has been re-presented to conform to the

current period’s presentation.

Notes:

(a) On 15 March 2017, the Group had disposed of a total of 4,175,000 shares in
Zhejiang Starry Pharmaceutical Co., Ltd (“Starry”) via on-market block trade

sales on the Shanghai Stock

Exchange, at the price of Renminbi (“RMB")

43.11 per share and resulting in a gain on partial disposal, net of tax of
US$15,422,000. After the partial disposal, the Group’s equity interest in
Starry had been reduced from 16.1% as at 31 December 2016 to 12.6%

as at 30 June 2017.

On 6 June 2018, the Group

had further disposed of a total of 2,400,000

shares in Starry via on-market block trade sales on the Shanghai Stock
Exchange, at the price of RMB27.22 per share and resulting in a gain on

partial disposal, net of tax of

US$5,236,000. After the partial disposal, the

Group's equity interest in Starry has been further reduced from 12.6% as

at 31 December 2017 to 10.

(b) In 2017, the Group had appli

6% as at 30 June 2018.

ed for refund of the tax paid in relation to the

first partial disposal of shares in Starry. During the period, the Group had
fulfilled the relevant requirements of refund and the tax refund is therefore

recognised under “Other no
of the reporting period, the

n-operating income”. Subsequent to the end
Group had received tax refund amounting to

RMB13,597,000 (equivalent to approximately US$2,129,000).

(c) 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 Ni

(“Ningbo Liwah") due to the
PRC, in September 2015. Purs
People’s Court of Zhejiang P
was ordered to pay compen
(equivalent to approximately
with interests to Liwah Plant

ingbo Liwah Pharmaceutical Company Limited
flooding caused by a rainstorm in Ningbo, the
uant to the judgements of Ningbo Intermediate
rovince in May 2017, the insurance company
sation of RMB15 million and RMB1.5 million
US$2.2 million and US$0.2 million) together
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$0.2 million) respectively.
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HE-_Z—NFXA=1+HI/MEA For the six months ended 30 June 2018
8. HMBHZA 8. Finance Costs
BE-Z-N\F HE_ZT—+t%F
ANA=+H /\H _+ =
IEANER 17N EA
Six months Six months
ended ended
30 June 2018 30 June 2017
FEx F=ET
us$'000 Us$'000
(REEER) (RE&EEZ)
(unaudited) (unaudited)
RITEER S Interest on bank borrowings 2,156 1,926
FENRAMBARIMAEEER  Cross guarantee commission fee payable to
HeERKE19) a fellow subsidiary (Note 19) 51 —
73R B4 Unwinding of discount on provision 30 29
2,237 1,955
9. BRATBFH AR F 9. Profit before Income Tax

AE B BB PTS B AT & B T 0k (G
A THEABH

The Group’s profit before income tax has been arrived at after
charging/(crediting):

BE-_Z—N\F #E_ZFT—tF
ANA=T1H /\)E] f‘f' =
WEREA LE7RME A

Six months Six months
ended ended

30 June 2018 30 June 2017
FEx FEx
US$°000 Us$'000
(REER) (REEzEZ)
(unaudited) (unaudited)
(BFFIR)

(Re-presented)

WE - BEMRBTE

Depreciation of property,

plant and equipment 1,619 1,507
EmAERERE Provision for impairment of intangible assets 486 —
BRVEERE Impairment loss on financial assets 356 782
BREFERERE Provision for impairment of

obsolete inventories 31 —
EEREE (W) F8E Net exchange loss/(gain) 352 (560)
[N Research and development costs 219 178
HEWHE - BEREE Losses on disposals of property,

FEE plant and equipment, net 3 1
T £t FH & SR IE 8 Amortisation of prepaid land lease payment 31 29
EEERH Amortisation of intangible assets 303 283
Tr B Write off of inventories 19 —
A ETH Write off of intangible assets 773 234

50 Interim Report 2018 7 £ ¥ &



5 BH 41 & 0 B B RS R 3R B 5
Notes to the Condensed Consolidated Interim Financial Statements

HE-_Z—NFXA=1+HI/MEA For the six months ended 30 June 2018

10. FTEHMAX 10. Income Tax Expense
BE-Z-N\F HE_ZT—+tF
AA=T1H ~NA=1+H
1E7{E A LE7N1E A
Six months Six months
ended ended
30 June 2018 30 June 2017
FEx FET
us$'000 Us$'000
(REBEZ) (RE&EZ)
(unaudited) (unaudited)
EHBiE Current tax
PRGNSR ([ERSH])  PRC Enterprise Income Tax (“EIT")
— R EA A — Current period 272 1,626
—BTFE B — Qver provision in respect of
prior periods (344) (200)
(72) 1,426
EFERIE Deferred tax 104 267
FriS iz Income tax expense 32 1,693

R BEA R EHERTUE N M BRIAD IR

AEBELAMENTRRAERE A VE
AR ETE -

REFBRPEMESHE(DEMSRE]
MEEHGAR - FEMBARMNFE—2
B25% (HE-_ZT—+FA=F+HIN
&7 :25%) °

REB—EHE QA RERE AT E SR
B ZH15% (2T —+%FXA
=+ HBIENER 15%)NEENEME

BE 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 EIT (the "EIT Law”) and
Implementation Regulation of the EIT Law, the tax rate of the
PRC subsidiaries is 25% (Six months ended 30 June 2017: 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% (Six months ended 30 June 2017: 15%).
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BE-_Z— ) N\FEA=1THI/MAA For the six months ended 30 June 2018

11. K& 11. Dividends
BE-Z-N\F HE_ZT—+tF
~A=+H NA=1H
17518 B LE7NE A
Six months Six months
ended ended
30 June 2018 30 June 2017
FEx FET
UsS$'000 Us$'000
(REEX) (RE&EZ)
(unaudited) (unaudited)

HARIAADIKNRE : Dividends recognised as distribution

12.

during the period:
FHR3.587 L (FRZ40.463=1L)E) 2017 final dividend — HK3.58 cents

—tFRHRE (approximately US0.46 cents) per share 1,909 —
1&3 665%1M(H§Z’JO 47Z()A 2016 final dividend — HK3.66 cents
T RERHRE (approximately US0.47 cents) per share — 1,959
Hx14.94,EM(H§m1 913l Special dividend — HK14.94 cents
FERIIZ S (approximately US1.91 cents) per share — 7,942
1,909 9,901

R—ZE—N\ENA=-+N\H " ﬁ%aﬁ
RZZ—NFALA=-_+NBRINERQ
R B MEAR R - TR i_;’*)\
FRA=ZTHIENE A BB FI
2908 MI(ABE R ERL0.37FM) (HE
—E—+tFARNAZFTHIEANEA K&
4178 WUEERFARA0.53%EMW)) - &
#412,035,0008 T ([T ]) (FHEREL
1,534,000% ) (BEZE=_ZE—tFA=
+HBIENMEA 17,306,000 T (HE R
#92,217,00037T)) ° FTE & AR B &)
R EI S RETE - BEEREE=
T N\F+_A=T—HILFENLGEEY
EHREARME -

BRER
BREAAFIZBARNREHEE AR
1R#R A% F K% 415,000,000 4% 2 3517 AL 17
(B2—_Z—+tF~A=+tBItEA :
415,000,0000% ) 5T &

Z’S%IEAZIKHJ%W&@EBS@F?WI%AF%E
BERXENDRITEAK -
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12.

On 28 August 2018, the directors have declared an interim
dividend of HK2.90 cents (equivalent to approximately US0.37
cents) per share (Six months ended 30 June 2017: HK4.17
cents (equivalent to approximately US0.53 cents) per share),
totalling Hong Kong Dollars (“HK$"”) 12,035,000 (equivalent
to approximately US$1,534,000) for the six months ended 30
June 2018 (Six months ended 30 June 2017: HK$17,306,000
(equivalent to approximately US$2,217,000)) to the shareholders
whose names appear in the register of members of the Company
on 28 September 2018. The declared interim dividend has not
yet been accounted for in the Interim Financial Statements but
will be reflected in the consolidated financial statements for the
year ending 31 December 2018.

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 2017: 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-_ZF—-NEXA=+HIL/MEA For the six months ended 30 June 2018

13. ¥ - MEK®R®E - S L 13. Property, Plantand Equipment, Prepaid Land Lease

HEXRERETLEE Payment and Intangible Assets
WE - BE Bt
R#EfE HERE BHEE
Property, plant Prepaid land Intangible
and equipment lease payment assets
TET FET TET
US$'000 Us$'000 Us$'000
(F3zE)
(Note)
BE-Z-N\EXA=1HIAEA Six months ended 30 June 2018
RZZE—\F—A—HH¥ Opening net carrying amount
REFE as at 1 January 2018 31,432 2,079 24,056
B 5 AR Exchange adjustment (344) (25) (177)
NE Additions 333 — 1,303
RE Disposals (4) — —
sy Write off - — (773)
FrEREH Depreciation and amortisation (1,619 31 (303)
A Impairment - — (486)
AZE-N\EAA=THERER Closing net carrying amount as at
FECREER) 30 June 2018 (unaudited) 29,798 2,023 23,620
BEZZT—+FT-A=1+—HILFE Year ended 31 December 2017
RZE—tF—H—BH7 Opening net carrying amount
REFE as at 1 January 2017 30,907 2,015 24,342
B 5 0 Exchange adjustment 1,865 122 902
NE Additions 2,204 — 1,862
RE Disposals (488) — —
g Write off — — (655)
e R Depreciation and amortisation (3,056) (58) (574)
A Impairment — — (1,821)
RZZ—tF+ZA=+—AHKEE Closing net carrying amount as at
FE(EER) 31 December 2017 (audited) 31,432 2,079 24,056
B 7E Note:

RZT—=F  ARAIZ2EMBRARIE R #EH
CHEMERB AR X EMEEEN IR EARA
AI(TFEME DT B R BieEE ([ ]) - RIEH
o ERVEREBNESMKME2,279,000E T (HER
WAEMM&mmwmm%ﬁW%+%mw@ﬁ%
HE o KRAPIEEFAEIER 2IEZE M - HEME
ﬂ&m MHERE - 55 - O BNRBRERETREE
BE(CRRAYIEREEE D - REBEZERRE
NHREREEENRSINTRE - BE=-2—%
FHZA=1+T—RHILFE  ERIEEX1719,170
ET(HERHARKEAL670,0007T) c RZT—/RF
NA+=B  BRIEEAREARRERDEESF
A o MZAFAF - B EEERERAIEEER Y
ERBHEEESBER - WBRIEBNBEXMNN
BRI R(ARK4,670,0007T) c R — L4
A+mA - ORYITTREARKTHREGEERZE R L
FREBRENRARYAS670,0007T - BEREH
K v B EEARKE BIERAEK o

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 (equivalent to approximately RMB14,800,000). 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 (equivalent to
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 been paid (RMB4,670,000). On 14 April
2017, the Shenzhen Intermediate People’s 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.

A& A BR 2 &) Lansen Pharmaceutical Holdings Limited 53 >

BP A B8 BE %



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

HE-_ZFT—-NEXA=1tHIL/XMEA For the six months ended 30 June 2018

14. ES R EMEWRE 14. Trade and Other Receivables

—E-N\E —E—+F
ANA=+tH +t-—A=+—8

30 June 31 December

2018 2017
FEx TR
US$'000 US$'000
(REEEK) (=)
(unaudited) (audited)
B2 WA Trade receivables 45,998 43,425
B BB EWEIERE Less: impairment loss on trade receivables (7,227) (1,723)
38,771 41,702
RN ZE 1% Bills receivables 15,661 7,372
Z 5 MWK & B E & Trade and bills receivables 54,432 49,074
TR RRIE I E A FE W kIR Prepayments and other receivables 16,334 14,923
70,766 63,997
NEBITEHREEE A HBFEHEETE The Group has a policy of allowing an average credit period of
HooK(—E—+F+—_A=+—8 : 90 90 days (31 December 2017: 90 days) to its customers.
RIMEEH -
BEREOH  RBEER  AEEHE Based on the invoice date, the ageing analysis of the trade and
5 PE R I I FE W == e (N R E S 1) &) bills receivables (net of impairment losses) of the Group as at
BEE AT the end of the reporting period is as follows:
—E-NF —T—tF
AA=t+B T=A=+-H
30 June 31 December
2018 2017
FER T=ET
US$’000 Us$'000
(REEK) (E&EZ)
(unaudited) (audited)
90H AT 90 days or below 32,795 32,407
91£180H 91-180 days 10,853 5,581
181£365H 181-365 days 9,106 3,900
#838365H Over 365 days 1,678 7,186
54,432 49,074
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HE-_Z—NFXA=1+HI/MEA For the six months ended 30 June 2018

14. ESREMEWRFRIE(E) 14. Trade and Other Receivables (Continued)
WEEBREMBRERERFERE - R Upon the transition to IFRS 9, opening adjustments of
- NF—A—HHRI{EH5020,000% US$5,020,000 and US$183,000 as at 1 January 2018 were
TL 1 183,000 TTHAVI AR - LERE S made to recognise additional ECLs on trade receivables and other
JE W kT8 I HA e WG IE R BB ANEHRE B receivables, respectively (Note 3(b)(ii)).

B8 (B EE3()i)) °

RZBE—N\FNA=ZFTHE=ZZE—tF+ As at 30 June 2018 and 31 December 2017, the Group discounted
—H_JF =] K’Elﬁﬁﬁﬁl%‘é%ﬂﬁﬁﬁ part of its bills receivables with full recourse to financial institutions.
HEPBRENI D ENEE - MEBA In the event of default by the debtors, the Group was obliged
R AEEREERSBEE S HHX to pay the financial institutions the amount in default. During
FIE - HIE—ZE—N\EFEAXA=1THIEAE the six months ended 30 June 2018, interest was charged at a
A - ﬂgfii?ﬁé‘i\ﬁrﬂﬁﬁuﬁlﬁwﬁﬁﬁﬁ?ﬂ range from 4.5% to 5.0% (31 December 2017: a range from
TH4.5%%£5.0% t¢+ A=+ 4.1% to 4.2%) per annum on the proceeds received from the
—H:41% j:4.2°/0) R CCBEERBA financial instructions until the date the debtors pay. The Group
SATEHELLE - Bt - ﬁ’%lﬁﬁﬁﬂﬁiﬁ%‘%% was therefore exposed to the risks of credit losses and late
FEEBBEIEENRER - payment in respect of the discounted bills.
BRAEERBUREREEEFTENR The discounting transactions did not meet the requirements
RNEbo Rk kB - MR SW RS in IFRS 9 for de-recognition of financial assets as the Group
BRI EREERESR R LERACHE retains substantially all of the risks and rewards of ownership
ENRE R=_FT—N\FE~A=+AH " of the discounted bills receivables. As at 30 June 2018, bills
FEN 158,084,000k T(—T—LF+= receivables of US$8,084,000 (31 December 2017: US$2,755,000)
B=+—H : 2,755,000 70 ) #E R RN&E continue to be recognised in the Group’s financial statements
EYBHRRERR BEECELEE even though they have been legally transferred to the financial
TEREE - IR ZHMERIADE institutions. The proceeds of the discounting transactions were
REERRBEFABERN  HEEBW included in borrowings as asset-backed financing until the bills
BEREESANEBENSRIEERIH receivables were collected or the Group settled any losses suffered
EREBEE R_TE—N\FA=+H by the financial institutions. As at 30 June 2018, the asset-
HEEREEEBNEERRREBER backed financing liability related to discounted bills amounted
8,084,000k (ZE—+tF+=-H="+— to US$8,084,000 (31 December 2017: US$2,755,000) (Note 16).

B :2,755,000%7T) (Mf3E16) °

HEREWERE S AEETSMEE - I Due to the bills receivables have been transferred to the financial
rEEBREETRERRIEENEESE - institutions legally, the Group did not have the authority to

determine the disposition of the bills receivables.

RZZE—NFRA=TH  XEEETE As at 30 June 2018, certain bills receivables with carrying amounts
W 185,228,000k T (ZE—+F+_H of US$5,228,000 (31 December 2017: US$3,497,000) were
=+—H : 3,497,000F ) 2K LAES pledged to secure the Group's bank borrowings (Note 16). The
RITIEE(HF16) - MABEEENKREE carrying amount of the associated liability was US$5,000,000
#$5,000,000€ T (ZFE—+tF+=—A=+ (31 December 2017: US$7,000,000).

—[ : 7,000,000 7T) °

15. M —REBEATNERK 15. Loan to an Associate
EZ?KIE%E?RW L HBERERER - The amount is unsecured, interest-free and repayable on
BEEBERIBRELANFEIRE - N demand. Upon the transition to IFRS 9, an opening adjustment
Z—\F—HA—HB{EHi338,000% 7T ¥ of US$338,000 as at 1 January 2018 was made to recognise
FE - DERR—HEE R RNERNEE additional ECLs on loan to an associate (Note 3(b)(ii)). The
HMEERE BB 18 (M EE3(b)i) - BEZE loss allowance decreased by US$206,000 (net of exchange
—N\ERA=THIENE A EEE R realignment) during the six months ended 30 June 2018.

206,000% 7T (FOBRIE H AR ) ©
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HE-_Z—NFXA=1+HI/MEA For the six months ended 30 June 2018
16. B 16. Borrowings
—E-N\F —E—+F
ANA=+RH +=-A=+—H
30 June 31 December
2018 2017
FEx FET
us$'000 Us$'000
(REER) (2=HZ)
(unaudited) (audited)
EBIRITHER Fixed-rate bank borrowings 48,212 45,420
FEIRITER Variable-rate bank borrowings 35,395 50,960
BEERME Assets-backed financing 8,084 2,755
91,691 99,135
DR Analysed into:

BHEA Secured 50,187 58,578
AR Unsecured 41,504 40,557
91,691 99,135
—E-N\E —E—tF
ANB=+H +t=-A=+—H
30 June 31 December
2018 2017
Fx TET
Us$’000 Us$'000
(REER) (=Z)
(unaudited) (audited)
RITE Bank borrowings 83,607 96,380

R—ERNE PN EEERBE  Assets-backed financing due within
one year 8,084 2,755
BNEfs —F AEE On demand or repayable within one year 91,691 99,135

R-B-NFRA=ZtAR_ZT—tF+
—RA= + B - &TRT rﬂé/ﬁiﬁﬁﬁﬁ
BETHBRR L R AR 2R R TIR
HAHEE - FARHINERMEBNERER
HhEER - MAKBERTHE - EREN
MBERRERER -

NEETFHETEREETRENBR
HIFB AT A LA EBIZIRTEHE R ER
BFREIREENRE - AEERAREAEE
ﬁﬁﬁmﬁigx RITETEITHFEER
BRERKEEER -RZEBE—N\FEXA=
+EN_E—+tFE+_A=+—H  IE
EREIREEENEERE -
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As at 30 June 2018 and 31 December 2017, certain banking
facilities were subject to the fulfillment of covenants relating to
certain financial position ratios of the Group, which are commonly
found in lending arrangements with financial institutions. If the
Group breaches the covenants, the drawn down facilities would
immediately become repayable on demand.

The Group regularly monitors its compliance with these covenants,
up to date, makes repayments in accordance with the repayment
schedule of the term loans. The Group does not consider that
the banks will exercise their discretion to demand for repayment
as long as the Group continues to meet these requirements. As
at 30 June 2018 and 31 December 2017, none of the covenants
relating to drawn down facilities were breached.
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X (4 )
SRITHE SRR EE TY A T OIS -

BE_FT—

16.

NENA=Z+HIENEAR For the six months ended 30 June 2018

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

—E-NEF —T—+fF
AA=+H +tZ-H=1+—H
30 June 31 December
2018 2017
FTER FET
US$°000 Us$'000
(REBER) (fe&%)
(unaudited) (audited)
AR & ERER R Represented by:
AREBER Borrowings in RMB 56,296 46,983
E B Borrowings in US$ 35,000 50,160
PETTIE K Borrowings in HK$ 395 1,992
91,691 99,135
EREH = Effective interest rate per annum:
RITEK Bank borrowings 4.55% 3.86%
HE-_ZT—)\EFEXA=+H X&EBEAE As of 30 June 2018, the Group had pledged bank deposits

I ER1T1F 22,346,000 T( — T —
+%+=-HF=+—H :28,040,000%7T) -
JEWZE 55,228,000 E (T —+FE+
ZHA=+—8 :3,497,000F %) kHEA
9,712,000 (= FE—+E+=-A=+
—H : 13,292,000 0)Mal KB £
BRI IEBAEBEIRITEVE RIRTTIE A&
R o

HE-ZT—)\FARAZTH » EBIKHET
&3 41,504,000 (= FE—+tF+= A
=+—H : 40,557,0003% 7T ) A AN A A5k
NEEME A IEER -

BEERBERNTTA BERM B RS 2ER
FIORBR I ERRENRIER ZAEFH
BMEFE - HESBEEHTABR S REAM
FEWRIR(FIFE14) - ZFEFN—FRE
Hl - WAARKEE -

amounting to US$22,346,000 (31 December 2017:
US$28,040,000), bills receivables amounting to US$5,228,000
(31 December 2017: US$3,497,000) and Starry’s listed equity
shares with market values of US$9,712,000 (31 December
2017: US$13,292,000) to secure the banking facilities and bank
borrowings of the Group.

As of 30 June 2018, the unsecured bank borrowings of
US$41,504,000 (31 December 2017: US$40,557,000) 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 IFRS 9. The corresponding financial
assets were included in trade and other receivables (Note 14).
These borrowings matured within one year and were repayable
in RMB.
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17. EZ REMENKIEA 17. Trade and Other Payables

—E-N\E —E—+F
ANA=+tH +t-—A=+—8

30 June 31 December

2018 2017

TEx FET
US$'000 Us$'000
(REEX) (fEE=Z)
(unaudited) (audited)
(E#FR)

(Re-presented)

B 5 IR Trade payables 5,054 4,980
AN Bills payables 9,673 2,755
FERT IR B Dividend payables 1,911 —
FoAth A 3B KB ETX Other payables and accruals 8,662 13,901
25,300 21,636
BIEREHE  RIESHER  AEENE Based on invoice date, the ageing analysis of the trade
ZEMNFRIBRRED AT payables of the Group as at the end of the reporting period is
as follows:
—E-N\F —ET—tF

AA=+tH +-A=+—H

30 June 31 December

2018 2017

TER FET

US$’000 Us$'000

(REER) (&%)

(unaudited) (audited)

90H AT 90 days or below 3,402 3,871
91£180H 91-180 days 839 274
1812365H 181-365 days 107 75
#83A365H Over 365 days 706 760
5,054 4,980

58 Interim Report 2018 7 £ ¥ &



IR 4R & AP HA B 7S R 2R MY 5T
Notes to the Condensed Consolidated Interim Financial Statements

HE-_ZF—-NEXA=+HIL/MEA For the six months ended 30 June 2018

18. EXREIE 18. Capital Commitments

—E-N\E —E—tF
AA=t+B T=A=+-H
30 June 31 December

2018 2017

TER FET

US$’000 Us$'000

(RBER) (REZ)

(unaudited) (audited)

B RIS FIE I E R ETAIHY Capital commitments authorised and
B contracted for the acquisition of:

mEE Intangible assets 1,791 1,634

BERREE Construction and equipment 10 169

1,801 1,803

19. BEFRS 19. Related Party Transactions

BN - ANREEEBEESE RS During the period, the Group entered into the following

transactions with related parties:

BE-E— N\ =22 —+F
ANA=T1H ~NA=1H

1EX1E R IEAEAR
Six months Six months
ended ended
30 June 2018 30 June 2017
FEx FEx
Us$'000 Us$'000
(REER) (RgE=Z)
(unaudited) (unaudited)
BEXS Trading transactions:
m—HEBEARBE M Purchase of goods from an associate 55 8
JESEE AR EFEE (MsTa) Entrusted fee payable to an associate (Note a) 185 389
FEUEE S AR INT & (FisEb)  Processing fee receivable from an associate
(Note b) 621 2,188
AR5 : Other transactions:
ENRRHBARHESRY Rental expenses paid to fellow subsidiaries 31 23
FEME R B ARIMMEEER  Cross guarantee commission income
WA (FizEc) receivable from a fellow subsidiary (Note c) 51 36
FENBEREMBARIMIEEEEFE  Cross guarantee commission fee
A4S E(KfsEc) payable to a follow subsidiary (Note ¢) 51 —
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BHE_FT—

NERAB=+BIEAREAR

For the six months ended 30 June 2018

19. Related Party Transactions (Continued)

Tﬁllmuﬁ%ﬁ ,Jﬁiréﬁi%f%f The following balances were outstanding at the end of the
reporting period:
—®-\F  —ZT—tF
ANB=+H +=-A=+—H
30 June 31 December
2018 2017
FTEx F=ET
us$'000 Us$'000
(REEZ) (Z=Z)
(unaudited) (audited)
BN B R SR (BfREd) Amounts owed by an associate (Note d) 1,972 1,938
M — RS AR ER(M5E15) Loan to an associate (Note 15) 3,409 7,519
EES I =NCIEAC ) Amounts owed by fellow subsidiaries
(Note d) 6,144 5,994

GEX

BRE_Z—X"FNA-_THERERARAD
(fk&J)fDEﬂi%%‘%% BARDR (B
BVI)J) AT R FEIN TAESR ik ([ RAEANTAE
ZRipek |) - FAEATAZSREAE (BVI) R AL B A
ET(TE)%E(BVI)J;‘%)Eﬂ@ﬁ%ﬁ%bulﬂﬁé\
Rl o H3A - [AEPUREZ BR SN TERNE
iﬁﬁé$bu10%E*J?JDEJZ?%Z%%‘E&N%&%VEH%

BEZENIER G  ZERAUEZFEHE
(BVDEEMITEMIRIMESR ° IMTEKRA
BRANINK 7 N ATEBER - EEENMNIE
AR IBRAINT0%HIINAK ©

REZF—A"FANA=ZTMAE @ BEIE - HH
BEEMIEBEMERAR(EWEE]) &
R E[F Z T8~ B R AL (BVI) R AR B HE R 17
# Bl RZTE-—R"FLtA-BE-T—N
FRA=ZTERHES T ORTEFTIRMAER
SRR E B D RIREAER - BRRBBRES
WEE

RZTE—NEXNA=1+H HFHE?
BEEHEEA AR 117,460,000 T
#917,752,000%70) (ZT—t F
+—8: AR#% 122,460,000 7t(
18,741,000 70) ) B8R 1T {8 5k J9 B
NEEFFIFTEAAR149,940,0
BN #22,661,000%7T) (ZT—+
=+—H8: AR%202,650,0007C( 0 &
31,014,000%%))9@7,000,000 (:§—t$+
HA=+—8 :7,000,000) % &AL RE
EIRIRIT 17K A 2 #30,000,00070 (AH & Wn
4,534,000%7)(ZE—tF+=-A=+—
/\Eﬂmooooooomm R #14,591, ooo%
TR o B FE R NEAA=+
B AEEWEENBASWEEERZARE
130,000,000t (#8E 7 4719,648,0003% 7T ) 2
BITME(ZE—tF+=-A=1t—8 &) -

RZFEHREEEEDSBIREM IR M4 T
HERNDARREEERMEENE B
1B o R BEIER - %%&/ﬁﬁgz\ako
BEZERMBREENEIRE  R2F—
NE—A— Hf’EHj183ooo§mHﬂ%ﬂ;ﬂ§ LA
WRMZFERTBNBEIINEBREE B
#£3(b)(ii)) ° gj@i_v —N\EXNA=THIRE
18 B R 24,0003 T (R IE K %) o

B

_|_

1?:?
S B | | o my

1??0'91’

n}+o
SO PR
o2 R R
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Notes:

Pursuant to the entrusted processing framework agreement signed between
Natural Dailyhealth Holdings Limited (“Natural Dailyhealth”) and Lansen
Pharmaceutical Holdings Limited (“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 income 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 for
the period from 1 July 2016 to 30 June 2019. Commission fee is charged
by the guarantee service providers.

As at 30 June 2018, the bank borrowings with carrying amount of
RMB 117,460,000 (equivalent to approximately US$17,752,000) (31 December
2017: RMB122,460,000 (equivalent to approximately US$18,741,000))
drawn by lJilin Haizi was secured by the Group with 7,000,000 (31
December 2017: 7,000,000) shares in Starry held by the Group with market
values of RMB149,940,000 (equivalent to approximately US$22,661,000)
(31 December 2017: RMB202,650,000 (equivalent to approximately
US$31,014,000)) and pledged bank deposit of RMB30,000,000 (equivalent
to approximately US$4,534,000) (31 December 2017: RMB30,000,000
(equivalent to approximately US$4,591,000)). On the other hand, banking
facilities of RMB130,000,000 (equivalent to approximately US$19,648,000)
was guaranteed by Jilin Haizi but no draw down was made by the Group
as at 30 June 2018 (31 December 2017: Nil)

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. Upon the transition to IFRS 9, an opening adjustment
of US$183,000 as at 1 January 2018 was made to recognise additional ECLs
on these balances (Note 3(b)(ii)). The loss allowance decreased by US$24,000
(net of exchange realignment) during the six months ended 30 June 2018.
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For the six months ended 30 June 2018

19. 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.

20.

During the period, the remuneration paid to the Group's key
management personnel, represented by the Company’s directors,
amounted to US$361,000 (Six months ended 30 June 2017:

US$234,000).

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 2018 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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/Z\\SFE —ri(ﬂﬁ)
201 HEfheRMBE(E)

20. Fair Value Measurements (Continued)
20.1 Other Financial Liabilities (Continued)

1R 28 FE3HK #ct
Level 1 Level 2 Level 3 Total
FErx FExR TFER FER
US$'000 USS$'000 US$'000 USS$'000
—ZE-N\FEXA=1+H 30 June 2018
(R&ER) (unaudited)
afE: Liabilities:
BRATFEFABRN Financial liabilities at fair value
cRaE through profit or loss
— Hitmas — Other financial liabilities — — 1,201 1,201
— — 1,201 1,201
—“FT—+F+-_H=+—H 31 December 2017
(&%) (audited)
af&: Liabilities:
BAHEET AR Financial liabilities at fair value
=L through profit or loss
— HihemAaE — Other financial liabilities — — 1,276 1,276
— — 1,276 1,276
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. DFEFE(H)
201 Hit SR B & (F)

20. Fair Value Measurements (Continued)
20.1 Other Financial Liabilities (Continued)

BB 70 3 48 Lt o SR AR P HE 25 T
uL,J'I& W}Eﬁg °

ZAREORFELERURES
MEE - RFEDERET TR
ZN2H(BREPERE  HERER
BB R R HEBRER R EE -
ZEBANABREBARERZE
W AZURE AR E R FENRIE

TABEB AR
EXTHBE BEIVED
BARE S

5.0%MERE  BMBRXHE - A
NP EBE -

HERBEZNM HEBEZHHE
& B1100% ZHs - AIRQ
FEMS -

HEREZNEG HEBREEZMEH
7 {1 == MBE - AlA
TER-ZT=  TEMES -
=

BRIRRENN1% - Bl EMERAEN

AN FER D 4952,000F 7T - MALER

EF1% - BEMEREENATF
B I14953,0003 7T °

HAMEERIMLEZE)

HAE R 2 FEYL mEE -

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 5.0% 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$52,000
whilst decreased discount rate by 1% would increase the
fair value on other financial liabilities by approximately
US$53,000.

There were no changes in valuation techniques during
the period.

There were no transfers between levels during the period.
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HE-_ZFT—-NEXA=1tHIL/XMEA For the six months ended 30 June 2018

/Z\\SFE —l-i(ll'ﬁ)
201 Eb B E(F)

20. Fair Value Measurements (Continued)
20.1 Other Financial Liabilities (Continued)

PRBFEIFNERABMERNG
BERMHRIFEIFERABEREMSH
BRNEABAE - BN ITA

The financial liabilities classified in level 3 use valuation
techniques based on significant inputs that are not based
on observable market data. The financial instruments within

AN &S ER B HRR A SRR EIRR AT this level are reconciled from opening to closing balances
as follows:
FET
Us$'000
BfE Liabilities
BEAFEFTAERD Financial liabilities at fair value through
ERBE: profit or loss:
RZE—+F—H—H At 1 January 2017 1,226
FMB R FORR A9 ER [ 8 Unwinding of discount on provision
charged to profit or loss 59
b 5 W e Exchange gain (9)
RZZB—tF+ZA=FT—HEZ)X At 31 December 2017 (audited) and
—ET-)\F—H—H 1 January 2018 1,276
Hih & madmn N TEKS Fair value gain on other financial liabilities (101)
B 25 R B Hr 2R (2] 48 Unwinding of discount on provision
charged to profit or loss 30
b 5 W am Exchange gain (4)
REZB-NEXA=TH(REER) At 30 June 2018 (unaudited) 1,201

20.2 'ﬁi%ﬁmlﬂ
RZE—R"F=ZA=-+WMA ' A%
BVNERI T EE W= - WHECAHAT
NAFERD191% 0 - REAA
R®¥337 & 7L(#E R 495,085,000
X)) HP AR 288 TAR
& ARBSHEAXERIEREESR
R AFEEE BT -
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20.2 Derivative Financial Instrument

On 24 March 2016, Lansen (BVI) signed a sale and
purchase agreement to acquire approximately 19.1%
equity interest in Natural Dailyhealth, the subsidiary of
CIH, at a consideration of RMB33 million (equivalent to
approximately US$5,085,000) of which RMB28 million was
in cash and RMB5 million by way of consideration shares
in entire issued share capital of Natural Dailyhealth Tech
Limited.
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HE-_Z—NFXA=1+HI/MEA For the six months ended 30 June 2018

. AFEFE(E) 20. Fair Value Measurements (Continued)

202 TSR T E (&) 20.2 Derivative Financial Instrument (Continued)
BIERERE  RZZE—RF=H Pursuant to the subscription agreement, and at any time
Z+NB%158 8 RAEMERE within 15 months from 29 March 2016, Lansen (BVI) shall
A BV AT 2 BB (M2 B &) have the sole discretion but not the obligation to subscribe
REETE _HROHABE - MER for, and Natural Dailyhealth shall have the obligation to
BEBETHOREE _MRERGL issue and allot, the second tranche subscription shares, in
MERZZF—R"F=A=+WAE aggregate with the acquired equity interest of 19.1% on 24
IWEER19.1% [k - BelFaHER March 2016, own up to 30% of the enlarged issued share
HEREREE2HBROOKZTBA capital of Natural Dailyhealth, which is the call option. On
30% (BNREBHE) - R -T—RF 22 August 2016, the call option was executed. Accordingly,
NAZ+ZR8 - RIBERERERT - the Group holds 30% equity interest in Natural Dailyhealth.
it - NEEFEFERE30%KA Having significant influence over Natural Dailyhealth,
i  ERAEEHERBEEAY Natural Dailyhealth becomes an associate of the Group
£ FRAZHERSAEENH since that date.

—HHE BE-RF=ZA"+ On the other hand, at any time during the period of
B A E —EEE B RERE=1E A three months commencing immediately after the second
BRI (97483 ) - BREBVNE BT anniversary of 24 March 2016 (the “Put Option Period”),
ERGHENRERN - ZRERN Lansen (BVI) is entitled to exercise the put option to require
HEnZEEEEEREBVIEA Natural Dailyhealth to purchase all (but not part) of the
R 2 ERBIMD (T REI D ITHE) © subscription shares then held by Lansen (BVI) at the put
HEEETEZBENASEAA - option strike price. Natural Dailyhealth shall pay the put
KRS HFAAAEE SRR option strike price in cash to the Group within six months
B - BAEBVNZAITERGEERN from the date of the exercise of the put option. The exercise
BEMIERE o INASRAE BV R of the put option is at the absolute discretion of Lansen
EHRE - REFAIEITERZA] (BVI). The put option can be exercised at any time prior to
IR IR AT TR SR HARE o the commencement of the Put Option Period if mutually

agreed by Lansen (BVI) and Natural Dailyhealth.

RZZE-NFRAZ+MNAE - A4 On 24 June 2018, Lansen (BVI) and Natural Dailyhealth
BV RERHREHEIL—HE entered into a supplemental conditional agreement to the
BChHrHE Bt EFRE Subscription Agreement pursuant to which the parties
CRAHHAEBAR T —ERE=F agreed that the expiry date of the Put Option Period
—AERNAZ+THEA - FHERCH shall be extended for twelve months to 24 June 2019
EREmMBAES R 5T LT A5 on the condition that CIH having obtained the relevant
HWARBEE N HETHR 5EE *ﬁ simple majority approvals in respect of the transactions
HAEEZEMNE ARERES contemplated under the Supplemental Agreement in
50%CIHE B1TAR AR 2 Circle Flnance accordance with the Listing Rules for the London Stock
Limited 2Mega Worldwide Services Exchange. Circle Finance Limited and Mega Worldwide
Limited B # 55 1% = & P, B B8 16 7t 173 Services Limited, the shareholders of CIH together holding
BIRBR RERRAEEHR more than 50% of the issued share capital of CIH, have
SN - R B E M IERAERE T given an undertaking to vote in favour of the resolution
- in respect of the Supplemental Agreement. Save for the

extension of the Put Option Period, all other terms of the
Subscription Agreement remain unchanged.
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For the six months ended 30 June 2018

20. Fair Value Measurements (Continued)

20.2 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
2018 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).

F1K H28K E3K st
Level 1 Level 2 Level 3 Total
FExx FEx FER TFExn
US$'000 US$'000 US$'000 USS$'000
ZB-N\FXRAZ=T+H 30 June 2018
(REBER) (unaudited)
BE: Assets:
BEAFEFTABRW Financial assets at fair value
TREE through profit or loss
— fTEE€mMIA — Derivative financial
instrument — — 2,374 2,374
— — 2,374 2,374
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HE-_Z—NFXA=1+HI/MEA For the six months ended 30 June 2018
. ANFEFE(E) 20. Fair Value Measurements (Continued)
202 TSR T B (4&) 20.2 Derivative Financial Instrument (Continued)
B F2 F3M FEE
Level 1 Level 2 Level 3 Total
FET FErT TFETL FER
US$'000 US$'000 US$'000 US$'000
Z—+F+=-F=+—H 31 December 2017
(&=%) (audited)
BEE Assets:
BATEFAEBZD Financial assets at fair value
TRIEE through profit or loss
— TESmIT A — Derivative financial instrument — — 1,840 1,840
— — 1,840 1,840

RNFEDERETAAER2H8(8

ARG EE - R BT
RIEMRPERRIE BT - RZE

ATABERGARBERZTFEAK

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

BEIAREAFENBERBETD inputs to fair value contingent consideration are shown
s 8 as below:
=t
A~A=1H
30 June
ERTUEERGAZE Significant unobservable input(s) 2018
oA Put option
RO EBARE(T) Underlying share price of RMB (dollars) 49,469,207
FleREKamE Annualised dividend yield 0%
FERARR (D TR ER 1R Expected volatility of underlying share 30.472%

B BR EF5% @ BISTAE SR
TEREAFEWESERL#279,0005
JC  MAHBERMDER TES5% -+ 8
TESMIEATFEBESE NG
300,000% T °

?Eﬁﬂ})iﬁﬁtﬂB% CAITAESRT A

N ERZEEIEHIN4129,000E 7T -
MR IE Fk5% » BIfTA SR T
BT EER A #9115,000%7T ©

FERRBUWERER EAS5% » BlISTAS
BT ARNFEKESIEINE272,000
ETT °

HRE R 2 A EEERE -

BA A B

Increased underlying share price by 5% would decrease
the fair value gain on derivative financial instrument by
approximately US$279,000 whilst decreased underlying
share price by 5% would increase in fair value loss
on derivative financial instrument by approximately
US$300,000.

Increased expected volatility by 5% would increase the fair
value gain on derivative financial instrument by approximately
US$129,000 whilst decreased expected volatility by 5%
would decrease in fair value gain on derivative financial
instrument by approximately US$115,000.

Increased annualised dividend yield by 5% would increase
the fair value gain on derivative financial instrument by

approximately US$272,000.

There were no transfers between levels during the period.
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BE_ZT-N\FA=+HIEAEAR

20. A EFTE(E)
202 TESERM T E(E
DI BFEIMH B E E PR
BERM TR IEE R Al B 25 T 35 X
BERNERBAE - HWANSHMTA

For the six months ended 30 June 2018

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 HRR A SRR EIRR AT this level is reconciled from opening to closing balances
as follows:
FET
Us$'000
BE Assets
BATER AEBZER Financial assets at fair value through
EREE profit or loss:
RZZE—+F—A—H At 1 January 2017 2,280
MTESRIENA T EEIE Fair value loss on derivative
financial instrument (564)
B 5 W Exchange gain 124
RZZ—tF+ZA=T—HEEZ) At 31 December 2017 (audited)
K—_ZF—N\F—H—H and 1 January 2018 1,840
MEERIANAHERR Fair value gain on derivative
financial instrument 554
b 5 58 Exchange loss (20)
REZZB-NEARA=ZTHCGRKERZ) At 30 June 2018 (unaudited) 2,374

PTES BT A A FERE554,0003%
TTERERIBEFER -

21. REHEREE

R-ZZE—NERA+TNEB  X&EH
Y5 N7 155 77 TR 73 ok U BB b R AR B TR
BREEAZHAR AR IERKE
i) (At REMEEEERXRD
FTBARAR)ZE IR — D

—RURBBEEBHHAR - I
BEEAEAREE,750,000T(HE
M #71,020,00057T) °

WBER-_ZE-N\FLtA-THRE

B - BE A R B IER A AN R AR
MIEBAE -
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Fair value gain on derivative financial instrument of
US$554,000 has been recognised in profit or loss for the
period.

21. EVENT AFTER THE REPORTING PERIOD

On 18 May 2018, the Group has entered into a sale and purchase
agreement with independent third parties to acquire the entire
interest in Beijing Eliza Medical and Beauty Clinic Company
Limited (“Beijing Eliza”) (formerly known as Beijing Jiahe Shangyi
Medical and Beauty Clinic Company Limited) for a consideration
of RMB6,750,000 (equivalent to approximately US$1,020,000)

which is principally engaged in medical cosmetic business.

The acquisition was completed on 20 July 2018 and accordingly,
Beijing Eliza became a subsidiary of the Company.
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