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Financial Highlights

BE-Z—NF ®HE-Z-N\F
RNRA=t+HIL NA=Z+H8ILE
~ME A ~E A #E
Six months Six months
ended ended
30 June 2019 30 June 2018 Change
XBE(FTxER) Results (US$'000):
A Revenue 26,152 35,919 -27.2%
EM Gross profit 16,095 19,122 -15.8%
&R Profit from operations 673 5,068 -86.7%
B BT 15 %4 Al 7 Profit before income tax 5,179 10,638 -51.3%
KRG B AL RF Profit attributable to owners
of the Company 4,783 10,606 -54.9%
BFEED: Profitability
E A= Gross profit margin 61.5% 53.2% 8.3%
0 ) & Net profit margin 18.3% 29.5% -11.2%
ERARREERF Basic and diluted earnings
(ZE=1) per share (US cents) 1.2 2.6 1.4
—E-AF —E-NF
ANA=+tHA +ZHA=+—H
30 June 31 December
2019 2018
BHEMRR(FER) : Financial Position
(US$'000):
BmEE Total assets 213,303 201,913 5.6%
PN/ RN g Equity attributable to
owners of the Company 88,987 88,451 0.6%
weE Total liabilities 124,316 113,462 9.6%
EEMARITER Pledged bank deposits 30,383 22,014 38.0%
REMRESFEY Cash and cash equivalents 17,212 11,564 48.8%
REBESMKR: Liquidity:
B & () Current ratio (times) 1.0 1.0 —
FEEETm R Net debt-to-equity ratio* 52.5% 60.7% -8.2%
* Net debt-to-equity ratio = (Borrowings — pledged bank deposits — cash and cash equivalents)/Total equity

* FRER@LR= (E5 -

BEERRTER -REeRReSEY) ERR
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Management Discussion and Analysis
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Business Review

The principal activity of Lansen Pharmaceutical Holdings Limited
(the "Company”) and its subsidiaries (hereinafter collectively known
as “Lansen” or the “Group”) are classified to three segments,
pharmaceutical, medical cosmetic and healthcare. Its products are
mainly sold in the People’s Republic of China (the “PRC"”). Some
plant extract products are exported to overseas markets. At present,
the pharmaceutical segment of the Group is in the recovery stage
after a strategy adjustment. For the healthcare segment, the Group
is actively expanding its product portfolio and developing new
customers. In respect of the medical cosmetic segment, the Group
will accelerate its product promotion while continuing periodically to
review its strategies.

In the first half of 2019, with the deepening of medical reform in
China, the development of the medical sector has been accelerated
by promulgating a series of policies, such as the control on the
proportion of drugs under medical insurance and the comprehensive
promotion of a hierarchical medical service system to make medical
resources easily available, as well as medical insurance payments by
the disease category. Under this business environment, the Group has
continued to implement the policies developed last year. The Group
recruits professionals for its key positions, focuses its resources on
sales and marketing of key self-owned products and is speeding up
the research and development of self-owned products with business
strategies that emphasise self-owned products and profit. During the
period, these policies have been gradually achieved, and profit of the
pharmaceutical segment for the period has increased as compared
to the corresponding period last year. At the same time, the Group
recorded operating profit as compared with the loss for the year
ended 31 December 2018.

Lansen recorded a revenue of approximately US$26.2 million for
the six months ended 30 June 2019 (Six months ended 30 June
2018: US$35.9 million), representing a decrease of 27.2% over
the corresponding period last year. Profit for the period was
approximately US$4.8 million (Six months ended 30 June 2018:
US$10.6 million), representing a decrease of 54.9% over the
corresponding period last year. The decrease in profit was mainly
due to the following factors: (1) As mentioned in the 2018 Annual
Report, the Group has reduced agency products due to the changes
in Chinese pharmaceutical business policies and the adjustment of
the Group’s operation strategies, among which the agency of Yuze
has been terminated, and Yuze still recorded sales revenue in the
first half of last year; (2) Certain inventory provisions have been made
and written off during the period; and (3) On 21 June 2019, the
Group announced that it would not exercise the put option granted
by Natural Dailyhealth Holdings Limited (“Natural Dailyhealth”), and
not to exercise the put option granted by Natural Dailyhealth resulted
in a write off to the Company.



¥ FBESHLHWARB24IBEET (BE
—TE-NFERNA=ZTHIEAEA:24EHEE
TL) MEAFTR173% HEFEBEEREER
(BIEWEEMN - TERS) UAAREFTRAL
EJKT RYBREFRPLA44% - L¥F
A AME ET19.3% -

FF¥FEBEZADITNBARIEEET (B
—NFERNAZFTHERNEA 418EE

:I:—?

L) D EEEAISEEETLEHEZZ—N
FRAZFTHIERNEASHBFAE 118EE
) TRREREXFZEATEZREBMNKILE  ZR

BEREEFLF¥FNAR/RAEEEHN —F
B 8 & WA Kog A o i B A EE a0 HE A i R
REBEBRRBEERA-

BERBAZRSFEEERE  HEEYREN
WhEBERBEER SEEBHZERRER
NEEBEZHEREXEKR - RN EER
FEMDHBEFIERREMIER £+
FRARMIBEETBEBE-_Z-N\FXA

ZTHIEANEAR 24B88FT) WEF N
29.8% ' DEANE144TET(EHE_ZE—\F
NA=ZTHIESRMEA 216 FX=0T) °
BEAESE
EEEERNRRR N5 % & B ER &
¥ BBREAAERHEES HNELAE
EERMABTEEERES R ABLE
EN RABBKEEENDFHEENERME -

BIZOTCEM BB - BT IR HE BB K
HABBEE  ZHRERTEMEBER
D BEMHERR - AREEHGEEN
R IR KRR 35 A%00 E R FE 1 PR M I R0 S R
ERERBERAESZTEMNFERA  RFE
an FE AR B8 R B ) B R A -

EEESNRR DN

Management Discussion and Analysis

In the first half of the year, revenue of the pharmaceutical segment
decreased by 17.3% over last year to US$24.3 million (Six months
ended 30 June 2018: US$29.4 million), among which, excluding
the impact of devaluation of RMB, the revenue of its self-owned
specialty pharmaceutical products (including Pafulin and Sicorten
Plus) increased by 4.4% in RMB terms over the corresponding period
last year. In the first half of the year, profit of the pharmaceutical
segment increased by 9.3%.

In the first half of the year, revenue of the medical cosmetic
segment amounted to US$0.1 million (Six months ended 30 June
2018: US$4.1 million); and segment loss amounted to US$0.8 million
(Segment profit for six months ended 30 June 2018: US$1.1 million).
The decrease was mainly due to the termination of agency for Yuze,
which still contributed sales revenue and profit to the Group in the
first half of last year, while other products had not contributed sales
revenue to the Group during the period.

The healthcare business takes Natural Dailyhealth as a platform
for development to sell plant extract and healthcare products. The
Group enjoys its share of post-tax results of this associate, Natural
Dailyhealth. In addition, the main segment business of the Group’s
healthcare products is an entrusted processing operation, which
recorded a revenue of US$1.7 million in the first half of the year (for
the six months ended 30 June 2018: US$2.4 million), representing
a decrease of 29.8% compared with last year; and segment profit
amounted to US$144,000 (for the six months ended 30 June 2018:
US$216,000).

Pharmaceutical segment

The Group is committed to specialty pharmaceuticals for
rheumatology and dermatology. It is increasing sales in major
hospitals and improving hospital penetration in grass-root hospitals
in major cities and top tier hospitals which have not been directly
targeted by Lansen, increasing the per capita productivity, enhancing
the professional ability of the team and promotion effectiveness,
establishing an OTC sales team to promote sales in drug store
chains, building a strong sales force to increase sales in its home
base, Zhejiang Province, and strengthening its commercial team to
enhance management of distributors and promote products in new
territories. The Group is gradually restoring its product sales growth
in hospitals, distribution and drug store chains. At the same time, the
Group continues to increase its research and development investment
in core products such as Pafulin in terms of their action mechanisms,
new indications, and internationalisation of products to maintain the
leading position of our products.

BB B[R B R A A Lansen Pharmaceutical Holdings Limited 7
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Management Discussion and Analysis
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The Group currently is trying its best to enhance the competitiveness
of self-operated products and to build the Lansen brand by way
of academisation and multi-coverage strategy, and to increase the
proportion of self-operated business while optimising the product
mix. The strategy change of Lansen’s pharmaceutical business is
gradually becoming effective, and the overall revenue of the self-
operated specialty pharmaceuticals is higher than that of the
corresponding period last year. Pafulin remains the Company’s
most profitable product, and the revenue denominated in RMB is
close to that of the corresponding period last year. Pafulin business
is gradually improving as compared to the second half of last
year. It is benefitting from the operating strategy of expanding
the development of self-owned products. The Group recorded a
significant increase in revenue in Sicorten Plus for the period as
compared to the corresponding period last year.

Medical cosmetic segment

The Group has completed the acquisition of Tianjin Robustnique
Biotechnology Co., Limited (“Robustnique”). Meanwhile, the Group
focused on and accelerated the research and development of its
own products, and through the cooperation with Robustnique, the
Group is in the process of launching the San Parietti skin care product
range, which includes the anti-aging series of collagen serum, into
the market. These unique high quality and high-end cosmetology
products with anti-aging and whitening effects are expected to
gradually bring in revenue for the Group in the second half of 2019.

At the same time, the Group has begun to organise the San Parietti
aesthetic doctor alliance to gradually create a characteristic medical
cosmetic environment and profit model with self-development,
self-operation and self-marketing. The Group believes that the
development of self-owned products will optimise its product mix
and will review its business strategies from time to time during the
development process.

Healthcare segment

In terms of the plant extract business, Natural Dailyhealth hopes to
form core competitiveness through optimisation of the raw material
procurement and production process, thereby further enhancing its
market share. It will also promote its sales strategies with major
products and large clients as the core. This segment is expected to
achieve good development prospects this year.
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Management Discussion and Analysis

In terms of healthcare product business, Natural Dailyhealth launched
the product “Langzunzun (BA#8#8)" which contains ingredients
that could help relieve symptoms associated with drinking alcohol in
the first half of the year, and actively promoted the research and
development of high-end functional food and beverage series that
is “both medicinal and edible”. It is anticipated that this series of
products will be launched into the market within the year. There are
challenges and uncertainty associated with entering a new product
market, but the healthcare product business has higher gross profit
margins than the plant extract business, and will bring profit growth
as the healthcare product series matures. Natural Dailyhealth will
continue to follow up on various healthcare products pending for
approval.

Zhejiang Starry Pharmaceutical Company Limited

(“Starry”)

During the current period, the Group disposed of 3,600,000 shares
in Starry (representing approximately 3.0% equity interest of Starry),
at the average price of RMB29.65 per share, pursuant to which,
an aggregate disposal proceeds of RMB106.7 million (equivalent
to approximately US$15.8 million) before netting transaction cost
and relevant taxes were obtained, and the Group recorded a gain
on partial disposal of an associate of approximately US$7.9 million
(after tax). After the disposal, Lansen still held 9,175,000 shares in
Starry (Starry distributed 4 bonus shares for every 10 shares held
on 24 June 2019, and including the bonus shares, Lansen held
12,845,000 shares in Starry, accounting for approximately 7.6%
equity interest of Starry). The carrying amount of these shares as at
30 June 2019 was approximately US$17.9 million (as compared with
the market value of approximately US$43.2 million calculated based
on the closing price of Starry of RMB23.10 as at 30 June 2019).

The Group may further dispose of the shares of Starry under
the share reduction plan (“Share Reduction Plan”) disclosed in
an announcement headed “Voluntary Announcement in relation
to fourth share reduction plan of Starry” of the Group dated
20 February 2019, and 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.

BB B[R B R A A Lansen Pharmaceutical Holdings Limited g
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Management Discussion and Analysis
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Outlook

In July 2019, the State Council issued the “Opinions of the State
Council on Implementing Healthy China Initiative” ({E # B 3
RERBEFRBETEANER)), established the Healthy China
Promotion Committee as well as printed and distributed the “Healthy
China Initiative (2019-2030)" ((f& % &1 Bl 17 ) (2019—20304F))) .
Meanwhile, it is anticipated that the reform of the pharmaceutical
and medical industries will continue to deepen over a long period
of time, bringing about risks as well as significant opportunities for
the Group. The Group will continue to proactively promote business
development and execute established strategies: being committed
to the specialty pharmaceuticals for rheumatology, autoimmune and
dermatology field, establishing and maintaining the leading position
of Lansen products in the field.

In order to improve the sales potential of existing large-scale
hospitals, the Group will establish designated management teams
in major cities, responsible for major customer management within
the same city in the second half of the year, which is conducive
to expand the coverage on hospitals and grass-root hospitals with
potential for business development. In the second half of the year,
the Group will complete the establishment of Zhejiang Special Sales
Team, responsible for all self-manufacture and self-operated products
(key products and common products) of Lansen with the objective
to maximise the Group’s business in Zhejiang Province. At the same
time, the Group will also complete the restructuring of its commercial
team and enhance management through deploying more specialised
department managers and business staff to improve the coverage on
distributors and their distribution capability in grass-root hospitals.
As for the development of OTC business, the Group on one hand
will focus on the promotion of specialty pharmaceuticals for the
rheumatology and dermatology and autoimmune market segments,
such as Pafulin and Sicorten Plus, and on the other hand,
also exert its advantages in other generic medicines and Chinese
patent medicines through increasing promotion efforts in a series
of featured pharmaceuticals, such as Bazhenkeli, Qixuekang Oral
Solution, Dingpeng Cream and Compound Glycyrrhiza Oral Solution,
to increase the revenue of the above products. Moreover, the Group
will have an active presence in medical cosmetic, healthcare products
and other fields and strive to become an outstanding major health
provider. After conducting optimisation of staff, costs and products
last year, the Group will continue to restructure its resources and
reshape its marketing model and team quality this year. The above
measures will further enhance the sales scale and profitability of the
Group’s pharmaceutical business.

it will
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Management Discussion and Analysis

The Group will strategically accelerate the development of its
medical cosmetic business to expand the Group’s revenue source.
In the second half of the year, the Group will continue to improve
its medical cosmetic business, review the structure of the medical
cosmetic professional team, invite high-end cosmetology institutes
to join us to create a professional service platform, and continue
to research and develop and promote the whole series of cosmetic
products, strengthen the cohesion with the medical cosmetology
consumers, and our market competitiveness. In the second half of
this year, the Group will develop and launch functional skin care
series and youth sport series on the basis of the San Parietti anti-
aging series to realise vertical chain development with existing
products.

As for our healthcare products, the Group will continue to create
high-quality plant extract product brands with Natural Dailyhealth
as the healthcare business development platform. In terms of the
strategy, the Group will continue to emphasise large product and
large client strategy, to strengthen product qualifications and brand
advantages and to give priority to the promotion of high-profit
and featured products through establishing long-term and preferred
cooperation status with large clients. Meanwhile, it will use the
advantage of differentiated raw materials to develop a unique
series of high-end functional food and drinks products, and use the
network of industry associations, experts and competitive agents to
rapidly promote existing products. Natural Dailyhealth will continue
to follow up on a variety of healthcare products pending approval.

The Group will continue to improve management efficiency, optimise
its incentive policies and share the benefits of the Company’s
development with employees by providing an enhanced performance
assessment system.

Looking forward to the future, the Group will respond to the changes
in medical policies in a timely and prudent manner, and 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
cosmetic, and promote the continuous and steady growth of its
business through merger and acquisition, integration, international
cooperation and continuous innovation.

BA 482 4% R B BR A & Lansen Pharmaceutical Holdings Limited 11
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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 2019, the net current assets of the Group were
approximately US$3.1 million (31 December 2018: net current
liabilities of approximately US$2.6 million) and the current ratio was
1.0 (31 December 2018: 1.0).

As at 30 June 2019, the Group’'s cash and cash equivalents
amounted to approximately US$17.2 million (31 December 2018:
approximately US$11.6 million). As at 30 June 2019, the Group
had pledged bank deposits of approximately US$30.4 million
(31 December 2018: approximately US$22.0 million) to secure
banking facilities and bank borrowings of a fellow subsidiary and the
Group.

The Group’s borrowings as at 30 June 2019 amounted to
approximately US$94.3 million (31 December 2018: approximately
US$87.2 million), which were fully repayable within 1 vyear
(31 December 2018: repayable within 1 year). As at 30 June 2019,
the Group's net debt-to-equity ratio was 52.5% (31 December 2018:
60.7%), 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 2019, certain pledged bank deposits of approximately
US$30.4 million (31 December 2018: approximately US$22.0 million),
bills receivables amounting to US$6,991,000 (31 December 2018: Nil)
and Starry’s listed shares with market value amounting to US$42.8
million (31 December 2018: US$40.7 million) were pledged to secure
banking facilities and bank borrowings of the Group and bank
borrowings of a fellow subsidiary.

Material acquisitions and disposals

During the period, the Group had disposed of a total of 3,600,000
shares in Starry via on-market sales on the Shanghai Stock Exchange,
at the average price of RMB29.65 per share and resulting in a
gain on partial disposal, net of tax amounting to US$7,898,000.
After the partial disposal, the Group’s equity interest in Starry has
been reduced from 10.6% as at 31 December 2018 to 7.6% as at
30 June 2019.

Human resources

The Group had over 597 employees as at 30 June 2019. 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.

BB B[R B R A A Lansen Pharmaceutical Holdings Limited 13
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Other Information
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RARBEBERFRBZHR:

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

Debentures

At 30 June 2019, 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:

BHECRIT MHEXRQFDHIT

EEpR g5 EHEMtE ZERHEAE BEAzEDH

Percentage of

Number of issued the issued share

ordinary shares capital of the

Name of Director Capacity Nature of interest held Company

REBPERSE REAEER NGIE £ 209,820,000 @ 51.59%
Mr. Wu Zhen Tao Interest of a controlled Corporate interest (57 &)
corporation (Long position)

FEBEEE Em#EAA 8 At 500,000 0.12%
Mr. Lee Jin Yi Beneficial owner Personal interest (&)
(Long position)

Stephen Burnau Huntc &  E=mEAA & A 23 100,000 0.02%
Mr. Stephen Burnau Hunt Beneficial owner Personal interest (57 &)

GEE

(a) $209,820,000 R A AR B BT E BB 2w - T1iE
B Cathay International Holdings Limited® & #4A 2
AAH A - R %4 K Cathay International Holdings
Limited 8 % #5 561.74% % {7 # & -

BREXFEREEIN R_F-AFRA=1
B HMEEE SSTHRABREBEAR
ARRw S EE R AE 2 E R - HE
BhRERETREREZSFRBEERNE
2R AT HE ZEMBRIORE - HIRE
EHBTAEFETESFRINFEETRA
HMEARRB LB ZEMESSIRE -
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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 61.74% 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 2019 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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Other Information

As at 30 June 2019, the register of substantial shareholders

maintained by the Company pursuant to Section 336 of the SFO

shows that other than the interests disclosed above in respect

of certain Directors, the following shareholders had notified the
Company of relevant interests and short positions in the issued share

capital of the Company.

WE &6

BEEET
ERRYA
Number of issued
ordinary shares

HEQNRERT
BREZEDL
Percentage of the
issued share capital

Name of shareholder Notes Capacity held of the Company
BREREEEEREEHRE)ERAR 1 En#n 209,820,000 51.59%
(B Z=EREE(RE)) Beneficial interest (Fg)
Cathay International Pharma Manufacture and (Long position)
Distribution (China) Limited
("Cl Pharma China")
BZERREENBINREEERLA 1 EEEEER 209,820,000 51.59%
((B=BEEEE]) Interest of a controlled (F8)
Cathay International Changchun Biotechnology and corporation (Long position)
Pharmaceutical (China) Limited (“CIC")
BREBREMBEMRER(FE)BERAF 1 XEEEER 209,820,000 51.59%
((BREBEEMBEmREEFR)]) Interest of a controlled (F8)
Cathay International Biotechnology & Pharmaceutical corporation (Long position)
(China) Limited ("Cl Biotech & Pharma China")
ARERBERARARA(BRBEREE]) 1 RmAEER 209,820,000 51.59%
Cathay International Pharmaceutical Limited (“CIP") Interest of a controlled (178)
corporation (Long position)
BRERENRMER AR 1 XEEEER 209,820,000 51.59%
(1B 2= BB A W B i) Interest of a controlled (F8)
Cathay International Biotech Company Limited (“CIB") corporation (Long position)
Cathay International Holdings Limited (“CIH") 1 ZEiEER 209,820,000 51.59%
Interest of a controlled (Fe)
corporation (Long position)
Cathay International Enterprises Limited (“CIE") 2 SEiEER 209,820,000 51.59%
Interest of a controlled (F8)
corporation (Long position)
REE 3 REEGHABAREEREA 209,820,000 51.59%
Wu Zhen Tao Founder of discretionary trusts (Fe)

and beneficiary of a trust

(Long position)

BB B[R B R A A Lansen Pharmaceutical Holdings Limited
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(1) ZERMNBEZEBEEEFER)FES - BRER
BEE(PEBHEFERREHRA18%ERE AR
zﬁ%%i#@&ﬁf&@%(ﬂbl)%ﬁsz%%ﬁ 2]
RERRENEEZEEEY RN R EEFER)
HEH100% = © I%%Irﬁ”i%&m&iﬁ(qﬂm
BB REREE2 SR MEAERREET
HEREBREMEMEERE BERCHR2ER
At BRBEBEELE  BHREBREMRETR
B (hE) - EREREE - BREEEYRITR
CH® R BHEEZSERMO 2R -

() CIHAI61.74% #Em B CIEFF B AL - CIEHE /R
B REREE(RE)MBEAECRDPHEEERZ -

(3) CEZ2HBERTRABRBEZLEARRERE
A RERKKEZFZEAL ZET(WURR AR
FENEE - EARWURKRAGEZEIMA REAE
EEWBRBNCERBAEZROPERER -

R EXFEBEEN  BERNAL(RARRES
BRoN - HESHENEXEERERITBRAR

R RN REEE 2R AR]—
*ﬁ)EAZIK’AﬂH%ﬁjZﬁFﬁ%T’\ B A R
EHM B EERDIFEI6HGAT AT ZERK

/)()'E °

BE HEIBELHES

TEBAEBEE—_FT—NAFA=ZFTHILXE
AHESABEONEER 2 HE HE-Z
—hLEXRNA=Z+THLEAREA BEHEEKRMDE
£/517,025,000% - FrEMWE MR GHERER%

Notes:

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

(2) CIH is held as to approximately 61.74% by CIE. Therefore, CIE is deemed to be
interested in the shares held by CI 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

The table that follows outlines details of the ordinary shares
purchased on a monthly basis during the six months ended 30 June
2019. The total number of shares purchased was 17,025,000 during
the six months ended 30 June 2019. All shares purchased were

FLEE o subsequently cancelled.

28R 28R ENER [EX0)
EefE BEE T E BER
IR #E (% T) (% T) (% T) (% T)

Highest Lowest

price price Average

paid per paid per price paid Aggregate
No. of share share per share price paid
Shares (HK$) (HK$) (HK$) (HK$)
201941 A January 2019 34,000 0.90 0.90 0.90 30,600
2019F2 A February 2019 899,000 1.06 0.96 1.01 910,590
2019F3H March 2019 710,000 1.07 0.96 1.00 712,620
2019 4H April 2019 4,842,000 1.1 0.98 1.05 5,063,770
2019F5H May 2019 2,320,000 1.03 0.98 1.00 2,312,300
2019F6 A June 2019 8,220,000 1.1 0.97 1.06 8,741,240
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Other Information

Interests in Competitors

During the six months ended 30 June 2019, 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 Dividend
The Directors do not recommend the payment of interim dividend
for the six months ended 30 June 2019.

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 2019.

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.

Compliance with the Code on Corporate

Governance Practices

During the six months ended 30 June 2019, 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.

Code Provision A.6.7 stipulates that independent non-executive
directors and other non-executive directors should attend general
meeting. Due to other business or personal engagements at the
relevant time, an executive managing Director, a non-executive
Director and some independent non-executive Directors did not
attend the extraordinary general meeting held on 9 May 2019.

Code Provision E.1.2 stipulates that the Chairman of the Board should
attend the annual general meeting. The Chairman of the Board
did not attend the annual general meeting of the Company held
on 12 June 2019 due to illness. The Deputy Chairman, also a non-
executive Director, was authorised by the Chairman of the Board to
chair the said annual general meeting.

BA 482 4% R B BR A & Lansen Pharmaceutical Holdings Limited 17
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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. Yeung
Tak Bun, Allen and Mr. Fritz Heinrich Horlacher.

The Company’s unaudited interim results for the six months ended
30 June 2019 have been reviewed by the Audit Committee together
with management of the Company.
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Tel : +852 2218 8288
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111 Connaught Road Central

www.bdo.com.hk Hong Kong
ETEE : +852 2218 8288 FETHEEPR1115E
{8H : +852 2815 2239 K ZHI251E

www.bdo.com.hk

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

Introduction

We have reviewed the condensed consolidated interim financial
statements set out on pages 21 to 60, which comprise the
condensed consolidated statement of financial position of Lansen
Pharmaceutical Holdings Limited (the “Company”) as of 30 June
2019 and the related condensed consolidated statements of profit
or loss and 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, 27 August 2019
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

NEXRB=FTHIEREAR

Az — F

BE_—_=

For the six months ended 30 June 2019

BE-Z-NF #HEZZ-)N\F
NA=ZTHL ANA=+THILE
~{E A 7~ E A
Six months Six months
ended 30 June ended 30 June
2019 2018
T X7t FET
Us$'000 us$'000
Bt 5% (R & E &) (REFEZ)
Notes (unaudited) (unaudited)
KA Revenue 5 26,152 35,919
85 & B A Cost of sales (10,057) (16,797)
E A Gross profit 16,095 19,122
H A g A Other income 5 1,392 549
HERDHAX Selling and distribution expenses (8,141) (9,962)
TR X Administrative expenses (8,154) (4,285)
CREEMNTEBEEEE Expected credit loss allowance on
A financial assets (519) (356)
i g Profit from operations 673 5,068
HhFEaE &=l A RAX Other non-operating income and
expenses 7 7,755 6,106
TESMTEAEMAFEWZ Fair value gain on derivative
financial instrument — 554
EtEmBEmN AFEWKZE Fair value gain on other financial
liabilities — 101
PTHE € B T B sH Write off of derivative financial
instrument 20 (1,910) =
B 7% BK AR Finance costs 8 (2,358) (2,237)
JEMLEEE RN A ABRBiIR ¥4 Share of post-tax result of
associates 1,019 1,046
& AT 18 % A0 0% A Profit before income tax 9 5,179 10,638
Fri5 &> Income tax expense 10 (396) (32)
B s F Profit for the period 4,783 10,606

BB BT fR B R A A Lansen Pharmaceutical Holdings Limited
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

HE-Z-AFA=+HIMEA For the six months ended 30 June 2019

BE-_ZF-NF HE_TN\F
RA=T+HL NA=1TAHIE

AMEA ~1EA
Six months Six months
ended 30 June ended 30 June
2019 2018
FER FET
Us$‘000 Us$'000
Bt 5% (REEX) (REEEZ)
Note (unaudited) (unaudited)
H {1 2 | W & Other comprehensive income
HEABEEH 7B EE a2 Items that may be reclassified
HH - subsequently to profit or loss:
— BREBINEBELE — Exchange differences arising
M H =58 on translation of foreign
operations (479) (1,535)
— HE—AEE AR/ — Exchange differences
HoE=RERIEE reclassified to profit or loss
HE W E X E R upon partial disposal of an
associate 309 (107)
HA 9 EL i 2 T U 5 Other comprehensive income for
(FO0BRFH18) the period, net of tax (170) (1,642)
HAZHEWK &R EHE Total comprehensive income for
the period 4,613 8,964
AT B A FEAEEF Profit attributable to owners of
the Company 4,783 10,606
AAREEAELEEZE Total comprehensive income
Y 2% 4 58 attributable to owners of
the Company 4,613 8,964
=il 1L
US cents UsS cents
BREF Earnings per share
—HEXREE — Basic and diluted 12 1.2 2.6
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Condensed Consolidated Statement of Financial Position

m=

Z—-AFNA=1+H Asat 30 June 2019

—E-hF —E-)N\F
ABA=+H +=ZA=+—8H
30 June 31 December
2019 2018
TEx FE
US$‘000 us$'000
B E (R & E &) (E®EZ)
Notes (unaudited) (audited)
BE ASSETS
FRBEE Non-current assets
M- BEREE Property, plant and equipment 13 27,594 28,262
FAEEE Right-of-use assets 13 3,007 —
TE 4 # 1H & 5K I8 Prepaid land lease payment 13 — 1,869
AT U B — A A *BT #25  Prepayment for acquisition on
2 I8 partial equity interest in a
company — 612
EEE Intangible assets 13 25,969 25,810
kS Goodwill 6,825 6,825
P RN P e Interests in associates 25,793 30,138
89,188 93,516
REBEE Current assets
T8 Inventories 9,199 11,965
B 5 N H e UK ZOIE Trade and other receivables 14 58,394 54,060
M — R & AR A f}f b Loan to an associate 15 8,927 6,807
FE W & Tax recoverable — 25
TE 4 # HH & 5K I8 Prepaid land lease payment 13 — 52
TEEmMIT A Derivative financial instrument 20 — 1,910
B IRITE Pledged bank deposits 30,383 22,014
RERREEFEY Cash and cash equivalents 17,212 11,564
124,115 108,397
HEE Total assets 213,303 201,913
BaRkEE EQUITY AND LIABILITIES
EXR#E Capital and reserves
AR HEBAELEER Equity attributable to owners of
the Company
% 7s Share capital 4,067 4,150
47 % (B Share premium 17,942 18,945
EE 17 B% 9 Treasury shares (1,182) (3)
EINERE Foreign exchange reserve (2,780) (2,610)
A TE &S Statutory reserve 9,564 9,564
& B Retained profits 61,376 58,405
R Total equity 88,987 88,451
BB BT fR B R A A Lansen Pharmaceutical Holdings Limited 23
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Condensed Consolidated Statement

A

T—AFNA=+H Asat 30 June 2019

of Financial Position

—E-hF —E-N\F
~B=+tR +=-A=+-—H
30 June 31 December
2019 2018
FEx TFETT
Us$'000 Us$'000
B 5 (REEX) (&%)
Notes (unaudited) (audited)
kRBEE Non-current liabilities
HEBE Lease liabilities 678 —
EEFRBEEE Deferred tax liabilities 2,630 2,445
3,308 2,445
REEE Current liabilities
&k Borrowings 16 94,273 87,224
HEAE Lease liabilities 465 —
mERIEAE Current tax liabilities 550 512
B 5 & H b e RIE Trade and other payables 17 24,087 21,487
EHaE Contract liabilities 365 560
Ememas Other financial liabilities 1,268 1,234
121,008 111,017
waE Total liabilities 124,316 113,462
HEZREE Total equity and liabilities 213,303 201,913
REBEE(BE)FE Net current assets/(liabilities) 3,107 (2,620)
HEERRBER Total assets less current
liabilities 92,295 90,896

FUE60E MK K EZE LR A P HI B 5 3
FER - ZE—NFNA-_t+tBEESSEeHt
ERRETZE  YHUATATRREE:

The unaudited condensed consolidated interim financial statements
on pages 21 to 60 were approved and authorised for issue by the
board of directors on 27 August 2019 and signed on its behalf by:

o o
Director Director

BR S ZEE
CHEN Li LIU Xuezi
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Condensed Consolidated Statement of Changes in Equity

HE-Z-AFA=+HIMEA For the six months ended 30 June 2019
RE  RGEE BEERG HNERE LERE RKREEAN BER
Foreign
Share Share  Treasury exchange Statutory Retained Total
capital  premium shares reserve reserve profits equity
T=n TEn TEn TEnT Txn Txn Txn
US$'000 Us$'000 Us$'000 Us$'000 Us$'000 Us$'000 US$'000
(W & @)
(Note (a))
Bz-2Z- )\EE/\H +ALEREA Six months ended 30 June 2018
BREZIN=_F—+tFF+=-A=+—H Balance at 31 December 2017 as originally
= presented 4,150 18,945 - 2,131 9,233 67,560 102,019
BHBRED — ARMBREER Changes in accounting policies — initial
FOHYNER application of IFRS 9 = = = = = (5,541) (5,541)
RZZ-N\F-—A—BZEEf&EH Restated balance at 1 January 2018 4,150 18,945 = 2,131 9,233 62,019 96,478
iR 8 (Bt 1) Dividends (Note 11) = = = = = (1,909) (1,909)
BREEANETRS Transaction with owners - - - - - (1,909) (1,909)
A F Profit for the period - - - - - 10,606 10,606
ﬁ’r&%@”ﬁlﬁ?& Other comprehensive income
-BREBIEBELECERZER - Exchange differences arising on
translation of foreign operations = = = (1,535) = = (1,535)
-HE-RABE AR B - Exchange differences reclassified to
ENNEERRNERZE profit or loss upon partial disposal of
an associate = = = (107) = = (107)
HREEKEAE Total comprehensive income for the period - - - (1,642) - 10,606 8,964
RZE-N\FAA=TRZH& Balance at 30 June 2018 (unaudited)
(REER) 4,150 18,945 = 489 9,233 70,716 103,533
HE-Z-NEARAZTHLAMEA Six months ended 30 June 2019
BREZINR-F—N\F+=-A=+—H Balance at 31 December 2018 as originally
Z ® 8 ) presented 4,150 18,945 (3) (2,610) 9,564 58,405 88,451
SHBRFEZE(MF3.2) Changes in accounting policies (Note 3.2) - - - - - (15) (15)
RZE-NF-R—BZEEIHEH Restated balance at 1 January 2019 4,150 18,945 3) (2,610) 9,564 58,390 88,436
&8 (1) Dividends (Note 11) - - - - - (1,797) (1,797)
B 15 = 88 (B & (b)) Shares repurchase (Note (b)) - - (2,265) - - - (2,265)
ot 35 E [ B8 A0 A% 1 (K (b)) Cancellation of shares repurchased (Note (b)) (83) (1,003) 1,086 - - - -
HEBANETRS Transaction with owners (83) (1,003) (1179 - - (1,797)  (4,062)
B Profit for the period - - - - - 4,783 4,783
Hit 2 K& Other comprehensive income
-BREBIEBELECERZR - Exchange differences arising on
translation of foreign operations - - - (479) - - (479)
- HE-BBERR N5 - Exchange differences reclassified to
ENNREERMNERER profit or loss upon partial disposal of
an associate - - - 309 - - 309
HREEKEEE Total comprehensive income for the period - - - (170) - 4,783 4,613
RZB-NEANB=tBZ&H Balance at 30 June 2019 (unaudited)
(REER) 4,067 17,942 (1,182) (2,780) 9,564 61,376 88,987
B 2 Notes:
(a) BEERMECHEREEKRTHEZIRMG - (a) Treasury shares represents the share repurchased but not yet cancelled.

(b) HE-ZT-NAFANA=Z+THLEAREAR A2
EAEBERGBERA T(FH@%QFMMWMT
17,771,000% 7t ([ 78 7t 1) (48 & 4 492,265,000 L)
5] #%17,025,000 8% 28 A &) & 38 A% ©

RBEERE - NAFE— HRE R AR EEAR
£778,0000% & i ik - 421X (B /828,000 7T (18 &
R #9106,000E L) R i — H i H AR B HEETF
% 17 #99,538,000 4% B 15

During the six months ended 30 June 2019, the Company repurchased
17,025,000 shares of its own ordinary shares on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) at an aggregate consideration of Hong
Kong Dollars (“HK$") 17,771,000 (equivalent to approximately US$2,265,000).

Subsequent to the end of the reporting period, the Company further
repurchased 778,000 shares of its own ordinary shares on the Stock Exchange
at an aggregate consideration of HK$828,000 (equivalent to approximately
US$106,000) and further cancelled 9,538,000 shares held by the Company as
treasury shares.
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Condensed Consolidated Statement

H = — T
3PS,

NERA=Z+HIEREA

For the six months ended 30 June 2019

of Cash Flows

BE-Z-h& #HEZZT—N\F
A~B=+HIL ANA=Z+HIE
M8 A AN E A
Six months Six months
ended 30 June ended 30 June
2019 2018
FTEx FET
UsS$'000 Us$'000
(REEZ) (CREERZ)
(unaudited) (unaudited)
LEEBMA IR e F Net cash used in operating activities (1,408) (507)
RERETHZRERE Cash flows from investing activities
BEBBITERCEM),H D (Increase)/Decrease in pledged bank
deposits (8,526) 5,717
RELHE —BHE R HoERE 2 Proceeds from partial disposal of
Fr {5 5% 18 an associate 15,763 10,185
B E — RSB 2 2 B EBA  Transaction costs and withholding tax
RHpERRENT in connection with partial disposal of
an associate (599) (367)
W B B & A | IR B Dividends received from an associate 473 116
BEWE BMERRZE Purchase of property, plant and
equipment (874) (333)
BEEFEE Purchase of intangible assets (627) (1,303)
Hjﬁa*%i B B K 5% 16 P 1S SIE Proceeds from disposals of
property, plant and equipment 5 1
W g — R B = A R A Payment for acquisition of an associate (1,455) —
B YF 8 Interest received 294 229
(I —RI% A A 12 6t 7 2 )/ (Advance to)/Repayment from
— L AR ER an associate (2,071) 3,836
BREFHASE2HE2FHE Net cash generated from
investing activities 2,383 18,081
P E RETBHZRERE Cash flows from financing activities
BRI ZTAIE Proceeds from borrowings 46,431 65,011
BEERZKX Repayments of borrowings (39,308) (71,513)
fi% 13 [ #5 Shares repurchased (2,265) —
BEHEEEZEREES Repayments of principal portion of
lease liabilities (235) =
MEEBIE,/ (TR 2E & FH Net cash generated from/(used in)
financing activities 4,623 (6,502)
ReRBSZFEW2FEMN Net increase in cash and
cash equivalents 5,598 11,072
HYReRBELEEY Cash and cash equivalents at beginning
of the period 11,564 8,891
EXEH w8 Effects of exchange rate changes 50 (161)
HRESRRESEEY Cash and cash equivalents at end
of the period 17,212 19,802
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Notes to the Condensed Consolidated Interim Financial Statements

ATFER
BAEBEIERBRBR AR ([ARARDR=E
ENFAATEEREHSFMALA
BHREBERAR  HRONR-ZE—FF
TA+HREEBMIZMER LT - AR
AR s 2 = & A Clifton House, 75 Fort
Street, P. O. Box 1350, Grand Cayman
KY1-1108, the Cayman lIslands > KA &
MEELEMWBMCR B A ZEHEF189
FEEBAEI1221203-4F °

ARAMEBZEBEHRREZMR - KN
RAMBLR CERARR SR AEE])
MEBXBEHRBEREEER - N
SETEEHREARANMB(HEDE
TED - ARENEBERHALEE X

#eh

= °

N/AA) & Cathay International Holdings
Limited ([CIHD KM B AT - ZRRER
REFAMKRYL  ERDERIBFR S
it BEERRERERAFRRR
ZIRA R DRI A B 2R BB B B A E A
E(FB)BRRBKCH -

mREXE
BE_ZT-AFRA=ZTHRIEREAN
AEBREECZEAGSPHRPBREK
(PP BHERDEREABERSFE
AEEg((BREEAEEE)BM
MBI e R (RIS 2R1)) 534
WP R BEHR G IR TES LR
AR ENERBRBERS -

BB BT fR B R A A Lansen Pharmaceutical Holdings Limited

HE-Z-AFA=+HIMEA For the six months ended 30 June 2019

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 since 7 May 2010.
The Company's registered office is located at Clifton House,
75 Fort Street, P. O. Box 1350, Grand Cayman KY1-1108, the
Cayman Islands. The Company’s principal place of business is
located at Suites 1203—-4, 12/F, Li Po Chun Chambers, 189 Des
Voeux Road Central, Hong Kong.

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

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

Basis of Preparation

The unaudited condensed consolidated interim financial
statements of the Group for the six months ended 30 June
2019 (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.
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Notes to the Condensed Consolidated Interim Financial Statements
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E-F-NFNA=1+HINMEA For the six months ended 30 June 2019

Basis of Preparation (Continued)

The preparation of the Interim Financial Statements in
compliance with IAS 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
Interim Financial Statements and their effect are disclosed in
Note 4.

The Interim Financial Statements are presented in United
States Dollars (“US$”), unless otherwise stated. The Interim
Financial Statements contain condensed consolidated financial
statements and selected explanatory notes. The notes include
an explanation of events and transactions that are significant
to an understanding of the changes in financial position and
performance of the Group since the 2018 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 individual International Financial Reporting Standards and
Interpretations as approved by the IASB, and all 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 2018 consolidated financial
statements of the Group.

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

The Interim Financial Statements have been prepared with the
same accounting policies adopted in the 2018 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 2019. Save as disclosed in the changes
in accounting policies for the adoption of IFRS 16 in Note 3.2,
the application of other new or revised IFRSs in the current
period has no material effect on the amounts reported and/
or disclosures set out in the Interim Financial Statements.



f BA &% & o HA B 3% B AR B A
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HE-Z-AFA=+HIMEA For the six months ended 30 June 2019

Basis of Preparation (Continued)

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 19 to 20.

Changes in accounting policies

3.1 Overview
In the current interim period, the Group has applied,
for the first time, the following new and amendments
to IFRSs issued by the IASB that are potentially relevant
to and effective for the annual period beginning on or
after 1 January 2019 for the preparation of the Interim
Financial Statements.

Annual Improvements Amendments to IAS 12, Income Tax;
to IFRSs 2015- IAS 23, Borrowing Costs; IFRS 3,
2017 Cycle Business Combinations; IFRS 11,

Joint Arrangement

Amendments to Prepayment Features with Negative
IFRS 9 Compensation

Amendments to Long term Interests in Associates and
IAS 28 Joint Ventures

Amendments to Plan Amendment, Curtailment or
IAS 19 Settlement

IFRS 16 Leases

IFRIC 23 Uncertainty over Income Tax

Treatments

The adoption of the above new and amendments to
IFRSs has no material impact on the Group’s result and
financial position for the current or prior periods except
for IFRS 16. Details of the change in accounting policies
for IFRS 16 are described in Note 3.2.

The Group has not applied any new standards or
interpretation that is not yet effective for the current
accounting period.
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3.

For the six months ended 30 June 2019

Changes in accounting policies (Continued)
3.2 IFRS 16 “Leases”

Effective on 1 January 2019, IFRS 16 has replaced IAS
17 "Leases”, and the related interpretations and IFRIC
4 "Determining whether an Arrangement Contains a

Lease".

IFRS 16 provides a single lessee accounting model,
requiring the recognition of assets and liabilities for all
leases, together with options to exclude leases where the
lease term is 12 months or less, or where the underlying
asset is of low value. IFRS 16 substantially carries forward
the lessor accounting in IAS 17, with the distinction
between operating leases and finance leases being
retained. The Group does not have significant leasing

activities acting as a lessor.

(i)
Utilised

The Group adopted IFRS 16 using the modified
recognition of
transitional adjustments on the date of initial
application (1 January 2019), without restatement
of comparative figures. The Group elected to apply
the practical expedient to not reassess whether
a contract is, or contains a lease at the date of
initial application. Contracts entered into before the
transition date that were not identified as leases
under IAS 17 and IFRIC 4 were not reassessed. The
definition of a lease under IFRS 16 was applied only
to contracts entered into or changed on or after

retrospective approach, with

1 January 2019.

IFRS 16 provides for certain optional practical
expedients, including those related to the initial
adoption of the standard. The Group could apply
the following practical expedients when applying
IFRS 16 to leases previously classified as operating

leases under IAS 17:

o Apply a single discount rate to a portfolio of
leases with reasonably similar characteristics;

Transition Method and Practical Expedients



f BA &% & o HA B 3% B AR B A

Notes to the Condensed Consolidated Interim Financial Statements

HE-Z-AFA=+HIMEA For the six months ended 30 June 2019

HHRXSE (E) 3. Changes in accounting policies (Continued)
3.2 ERHHEHREEAE16HHE ] 3.2 IFRS 16 “Leases” (Continued)
(#&)
() EBERFAZEELTLIREEE (i)  Transition Method and Practical Expedients
G (4E) Utilised (Continued)

s HERAEEECEE
E - RYXEREER
M EERAgEER
# 1R B #% AR B Bk
FEON - a0 B BR B S
HELERIFE165EE A FH
9 HHRE A

e [EENBEREER
THREBRMFTEM
ERTRERBEHR
BB E R %36
SETTREER &

. FLEL = WX A B R
HESHEN12EARN
HEFRABRETTHER
FRHEEERAE-

ERARAA REFHEE
AR FTA KRB KPR R
HER A EE  NEE
FRIKHES EREE LR
EHE - REBBRMBHRE
ERIZE165% - A 5K B B K8
NHERREREEE N
EaE - AN RHEEHL
72T S A9 H 21 A =X
AT AKEEEEETHE
BEEEMEREBEMEBEE
MEERREREEE N
EaE-

R BIER15 R EERIF16
SRS AKEBLTAI DB
BB EOW DGR
RimA AR THEREREAE
EENREERE - K
SEENLHWEEREES
BEEHAREE -

o Exclude initial direct costs from the
measurement of right-of-use assets at the
date of initial application for leases where
the right-of-use asset was determined
as if IFRS 16 had been applied since the
commencement date;

o Reliance on previous assessments on whether
leases are onerous as opposed to preparing
an impairment review under IAS 36 as at the
date of initial application; and

o Apply the exemption not to recognise right-
of-use assets and liabilities for leases with
less than 12 months of lease term remaining
as of the date of initial application.

As a lessee, the Group previously classified
leases as operating or finance leases based on
its assessment of whether the lease transferred
substantially all of the risks and rewards of
ownership. Under IFRS 16, the Group recognises
right-of-use assets and lease liabilities for most
leases. However, the Group has elected not to
recognise right-of-use assets and lease liabilities for
leases of low value assets based on the value of
the underlying asset when new or for short-term
leases with a lease term of 12 months or less.

On adoption of IFRS 16, the Group recognised
right-of-use assets and lease liabilities in relation to
leases of office space and office equipment which
had previously been classified as operating leases.
In addition, the Group's prepaid land lease payment
was reclassified as right-of-use assets.
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3.

For the six months ended 30 June 2019

Changes in accounting policies (Continued)

3.2

()

IFRS 16 “Leases” (Continued)

Transition Method and Practical Expedients
Utilised (Continued)

The lease liabilities were measured at the present
value of the remaining lease payments, discounted
using the Group’s incremental borrowing rate
as at 1 January 2019. The Group’s incremental
borrowing rate is the rate at which a similar
borrowing could be obtained from an independent
creditor under comparable terms and conditions.
The weighted-average rate applied to lease
liabilities is 4.71%.

The right-of-use assets were measured as the
carrying value that would have resulted from IFRS
16 being applied from the commencement date
of the leases, subject to the practical expedients
noted above.

The following table presents the impact of
adopting IFRS 16 on the condensed consolidated
statement of financial position as at 1 January

rROTE 2019:

ZE-hEF
—A—H
1 January 2019
FEx
Us$’000
FHEEE Right-of-use assets 2,942
HEEAE Lease liabilities (1,036)

mEMfLHEAEREES B Reclassification from prepaid land lease
payment (1,921)
RE & AR A F 58 Net reduction in retained profits (15)
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SRS B (H)

3.2 BEIRBBHREEAFEI6HEIFAE]

(&)
()

ERBZBESTLREBE
HFHZ(E)

ANEANIB S FE AEE E#
fH A&273,000%( 0 HE &
B E X A29,0003 7T °

TRIIFAEE —_T—N\F
tT-—A=1t— EIE’]EJ*EM‘&(
#&i‘%ﬁﬁﬁ&gﬁﬁﬁﬁf B A
B_Z-NF-—A—BER
MHERESHEENEE:

HE-Z—-AFA=+HI<M@AH For the six months ended 30 June 2019

Changes in accounting policies (Continued)
3.2 IFRS 16 “Leases"” (Continued)

(i)  Transition Method and Practical Expedients
Utilised (Continued)
Included in profit or loss for the current period are
amortisation of right-of-use assets of US$273,000
and finance expense on lease liabilities of
US$29,000.

The following table reconciles the minimum
lease commitments disclosed in the Group’s 31
December 2018 annual financial statements to the
amount of lease liabilities recognised on 1 January
2019:

—E-NEF
-A-H8

1 January 2019
TEx

Us$’000

RZZE-—N\E+ZA=1+—8HH
5 & AR Sl = E

B E YR E R A EIE = A K

MEFENTE

Minimum operating lease commitment

at 31 December 2018 1,161
Less: effect of discounting using the

incremental borrowing rate as at the

date of initial application (125)

R —E-NF-A—BHERHN
HERE

Lease liabilities recognised at
1 January 2019 1,036

BB BT fR B R A A Lansen Pharmaceutical Holdings Limited 33
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Z-AFERA=ZTHILEREAA

HHRXSE (E)

3.2 BEIRBBHREEAFEI6HEIFAE]
(##)
(i) EFRBAZEELLEREEE

B 7% (#)
“E-hF-HA-BERAE

For the six months ended 30 June 2019

Changes in accounting policies (Continued)
3.2 IFRS 16 “Leases” (Continued)

(i)  Transition Method and Practical Expedients
Utilised (Continued)
The carrying amount of right-of-use assets as at

=

BEMEEESRFENUAT: January 2019 comprises the following:
ERAEEE
Right-of-use
Assets
FER
us$'000
FE FACBIBR BF 75 3Rk &5 #E BII) 851657 Right-of-use assets related to operating
e i R R A = 7 S AE R RY leases recognised upon application of
EREEE IFRS 16 1,021
MENEIHBEERIEED Reclassification from prepaid land lease
(Bt #£) payment (Note) 1,921
2,942
B & Note:

RZZE-—N\F+=-A=+—8H $&
?Eiaiﬂﬂﬂ']ﬁﬁ RIEDERENL
HEERE - EAEEYERE
R E 165 - N LB ERIA
9 7 Bh & 3E 7% B 2619 9 Bl /52,000
XL }1,869,000X TEED B RME
RAEEE -

Interim Report 2019 1 Hi ¥R &

Upfront payments for leasehold lands in the PRC were classified
as prepaid land lease payment as at 31 December 2018. Upon
application of IFRS 16, the current and non-current portion
of prepaid land lease payment amounting to US$52,000 and
US$1,869,000 respectively were reclassified to right-of-use
assets.
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HHRXSE (E)
3.2 BEIRBBHREEAFEI6HEIFAE]

(&)

(i)

BREZENTES

FBE

FEMREDRBHERERE
BEMAEREBEAR - HE
BEEEEMEERIN -

HEBBREARNKREMN
BAGHONKZREFTE -
MREZ2RBEESXRETE -
HECREIBRT) #IAEE R
Sh ERBRT - EAXE
ERHERERZIEEEER
MR o i R FBORR —IREE
ekt x - IR #HENRK
EFAHERENE - RN

EFBEAT  HERENGR
Ei& BE2RNEBEEY
AR REFDE - B H A A] &
& R A BE B R 51 1 B
% o

RINBERE  HEREZ
REETRRE:

e REEMNF(BEREZME
B & TE 5 3R IR A o] B
WHEES:

s (FARHKEEERE
TR T e R K
15 ;

s fMEEETEFMHZE
B EsTAEE
BRESRRZTEE:

. fisd 30 BA #2 17 £ 4% LA
ErEREREEME
% E & FE T R AE ]
SN

EHz= — =

B(E =

NEXRB=FTHIEREAR

For the six months ended 30 June 2019

3. Changes in accounting policies (Continued)
3.2 IFRS 16 “Leases"” (Continued)

(i)

BB BT fR B R A A Lansen Pharmaceutical Holdings Limited

Significant Accounting Policies subsequent to
Transition

All leases are accounted for by recognising a right-
of-use asset and a lease liability except for leases
of low value assets.

Lease liabilities are measured at the present value
of the contractual payments due to the lessor over
the lease term, with the discount rate determined
by reference to the rate inherent in the lease
unless (as is typically the case) this is not readily
determinable, in which case the Group’s incremental
borrowing rate on commencement of the lease is
used. Variable lease payments are only included
in the measurement of the lease liability if they
depend on an index or rate. In such cases, the
initial measurement of the lease liability assumes the
variable element will remain unchanged throughout
the lease term. Other variable lease payments are
expensed in the period to which they relate.

On initial recognition, the carrying value of the
lease liability also includes:

o fixed payments (including in-substance
fixed payments) less any lease incentives
receivable;

o amounts expected to be payable under any

residual value guarantee;

o the exercise price of any purchase option
granted in favour of the Group if it is
reasonable certain to assess that option;

o any penalties payable for terminating the
lease, if the term of the lease has been
estimated on the basis of termination option
being exercised.

39



i BA 45 & P HA B 7% 3Rk Y 5

Notes to the Condensed Consolidated Interim Financial Statements

£p
3 =S

=

3.

36

Z-AFERA=ZTHILEREAA

S BEEE (E)

3.2 ERHHEHREEAE16HHE ]
(%&)
(i) BEZENEES]THE

(%)

FRAEEEVREHEAR

RIEETE R
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IS4
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REBRAE -
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B RAEE - BlE REE
ERFSHEAANKEER
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3.

For the six months ended 30 June 2019

Changes in accounting policies (Continued)
3.2 IFRS 16 “Leases” (Continued)

(ii)  Significant Accounting Policies subsequent to
Transition (Continued)
Right-of-use assets are initially measured at the
amount of the lease liability, and increased for:

o lease payments made at or before
commencement of the lease;

. initial direct costs incurred; and

o the amount of any provision recognised

where the Group is contractually required
to dismantle, remove or restore the leased
asset.

Subsequent to initial measurement, lease liabilities
increase as a result of interest charged at a
constant rate on the balance outstanding and
are reduced for lease payments made. Right-of-
use assets are amortised on a straight-line basis
over the remaining term of the lease or over the
remaining economic life of the asset if, rarely, this
is judged to be shorter than the lease term. Lease
liabilities are remeasured when there is a change
in future lease payments arising from a change in
an index or rate or when there is a change in the
assessment of the term of any lease.

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 2018.
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HE-Z-AFA=+HIMEA For the six months ended 30 June 2019

WA & H AU A 5. Revenue and Other Income
REFBRBHARZFESGHMFARAR An analysis of the Group’s revenue which are generated from
H W ARDITIAT : contracts with customers and other income for the periods are
as follows:
BE-_Z—-hF #HEZZ-N\F
NA=ZTHL ANA=+THILE
~{E A ~1E A
Six months Six months
ended 30 June ended 30 June
2019 2018
SPESTE FET
Us$'000 us$'000
(REEER) (REEZ)
(unaudited) (unaudited)
HEERBWBA Revenue from sales of goods 26,152 35,919
WAER 2R Timing of revenue recognition
TE 5 T B A Bh At a point in time 26,152 35,919
Hh g A Other income
RITH B WA Bank interest income 294 229
B B & Government grants 262 272
H Others 836 48
1,392 549

AEEERE M HFREEMB SIS
AARENRALRAESHRER - K
R H 8 B) & A B 7 AT R 1

7 & E B

AR5 B R AT 5 # R M7 E
E(EEBLEREAN) SO E R T
MR ERERRER -

N6 AR R B R B s R R R SE 85k [ &
ERDHINATERRELESBWOT:
— BE AR LAEREEZZEAR

[0 & BB B R R B
H Al % i

— BEIREM HEBERX

Dl

3

2o

— RBREER AR LERHEER
FE E m

BB BT fR B R A A Lansen Pharmaceutical Holdings Limited

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 cosmetic products: sale of medical cosmetic
products

—  Healthcare products: development, production and sale
of healthcare products
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BHE-ZT—-AFNA=+HIL/MEA For the six months ended 30 June 2019

6. oHER(E\) 6. Segment Information (Continued)
NTAEAEBIZRETERNEE D HE The following is an analysis of the Group’s revenue and results
DHREFMEENBARESES from operations by reportable and operating segments.

BZ-_E-hEANB=THLEAHEA
Six months ended 30 June 2019

B2 BRXZER REER 5t
Medical
cosmetic Healthcare
Pharmaceuticals products products Total
TER TER TER TER
Us$'000 Us$'000 Us$'000 Us$'000

(REER) (REER) (REER) (REER)
(unaudited) (unaudited) (unaudited) (unaudited)

HET S Geographical markets
i The PRC 24,335 113 220 24,668
&4 Overseas - - 1,484 1,484
ATERSBRA Reportable segment revenue 24,335 13 1,704 26,152
BYE2HRHBEF,/(BE) Reportable segment profit/(loss) 8,599 (789) 144 7,954
BE-T-\EXA=THLEAAA
Six months ended 30 June 2018
B BEXAEm i B E @t
Medical
cosmetic Healthcare
Pharmaceuticals products products Total
TEx TEx TEx TEx
US$'000 US$'000 US$'000 US$'000
(REER) (REER) (REER) (REER)
(unaudited) (unaudited) (unaudited) (unaudited)
WBET S Geographical markets
H The PRC 29,429 4,063 1,590 35,082
i) Overseas = = 837 837
BTEFDHBRA Reportable segment revenue 29,429 4,063 2,427 35,919
BYERDDEF Reportable segment profit 7,867 1,077 216 9,160
EXFEHR D FWRAEREINMER A Segment revenue reported above represents revenue generated
FROM A o 7R B fE % a8 1 HA 0 I 4 from external customers. There were no inter-segment sales in
BRI EHE the current and prior periods.
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2 WER (FE)
AEBAT 2 7B H 8 B B 15 5
RETUREERPT S B A S A RS BR 20T

EHz= — =

B(E =

Segment Information (Continued)
Reconciliation between the Group’s reportable segment profit
and its profit before income tax as presented in the Interim

Financial Statements is as follows:

NENA=+THIENMEA  For the six months ended 30 June 2019

BE-ZT—-h§ #HEZZT)\F
~NA=+HLE NA=1THIE
~1E A ~EA
Six months Six months
ended 30 June ended 30 June
2019 2018
TEES FET
Us$‘000 us$'000
(R E &) (REFEZ)
(unaudited) (unaudited)
i Al =% &5 18 Profit or loss
AT E2EWMD IEF Reportable segment profit 7,954 9,160
H Ath R o5 fid Yg A Other income not allocated 1,392 549
ROMHEZ Expenses not allocated (8,673) (4,641)
HAagE &l A R Other non-operating income and
expenses 7,755 6,106
MESRTEMNRAFEKS Fair value gain on derivative
financial instrument — 554
Hiv B ENA FERZE Fair value gain on other financial
liabilities — 101
PTE £ B T B Write off of derivative financial
instrument (1,910) =
57 7% A 25 Finance costs (2,358) (2,237)
FEAL B & AR R BR T 12 AR Share of post-tax result of
associates 1,019 1,046
B BT 15 Bt A & A Profit before income tax 5,179 10,638

BYE2MmMAEEF,(BIE)EED I
EMNREERBEERDHEAZ - TR
FELEBEBRARAERIEERDBELRKR
EAENETERE ©

HRYEEHAEIZLERRARES
MEEXADHAEEN  WALEZE
AR -

Reportable segment profit/(loss) represents the gross profit less
selling and distribution expenses by each segment. This is the
measure reported to the CODM for the purpose of resources

allocation and performance assessment.

No segment assets or segment liabilities is presented as they

are not regularly provided to the CODM.

BB BT fR B R A A Lansen Pharmaceutical Holdings Limited
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For the six months ended 30 June 2019

HMWEKEMHBRARBX 7. Other Non-Operating Income and Expenses
BE-ZT—-h§ #HEZZT-N\F
Aﬁzrfﬁt NA=+tHIE
~{E A ~EA
Six months Six months
ended 30 June ended 30 June
2019 2018
TEx FET
US$'000 Us$'000
(REEX) (REFEZ)
(unaudited) (unaudited)
Y& =R E B (M EE13) Provision for impairment of
intangible assets (Note 13) (143) (486)
& =M E Write off of intangible assets — (773)
& — e B %L\ A1 EB 5 4 = B Gain on partial disposal of an
W %5 B ) (Bt 3 (a)) associate, net of tax (Note (a)) 7,898 5,236
e — M Hﬁ“’*’\ﬁ*ﬁ o1 2= Y Tax refund in relation to
R A 7 (BT 5% (b)) a partial disposal of an associate
(Note (b)) — 2,129
7,755 6,106

R-ZZE—NENARNB A&EERLE
*’x%%ﬁﬂm%ﬁ**%ﬁ%uA
2,400,000 AT RIA L RBERHBHR A
Uﬂtiﬁ%%-%ﬁ%@%AE%ﬂA
RU¥61)27.227T - EEBE RS = K=
(FBR T 1H) 5,236,000 7T ° 1A & 20 1
B AEERAAIHBREHR-_T—+
F+-HA=1+—HHI126%BREE-ZT—/)\
FRNA=1THHI10.6% °

RAHRE - AEBR EEBHFRSABE AT
5 R 5 & A $£3,600,0000% 7 A S A9 -
THERAEBRARKE265T  EEEE
a6 #E = /Y U &= (30 B %X 78) 7,898,000
T RILEH /R - AEBRAAMLA
REH-FT-—N\F+-A=1+—HM106%
BREEZT—NAFNA=ZTHNT6% °

1§E$’§§ BRI HEA HEHE 2 D N20% -
NRIZEERAE BRAIKMIHEF—F
%iﬁﬁﬁﬁ(‘fﬁ%’&ﬁﬂ’]%$ S ES )
EEHAAVITFEEANZE At - &
REAIAZNEZDBEABHERAIER -

RZZE—tF AEEERE - XNLEDD
AIAVEENHRFIREERAE - &
EZFE-N\FARA=ZTRHIEAEAHME K
SEHEENRMERIERIERT )\E
#13,597,0007T (85 742,129,000% 7T) ©

ﬁt%ﬁ%&ﬁ%ﬂﬁ’éfﬁ%#%&%'\H&U\&Ffﬁij
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Notes:

On 6 June 2018, the Group had disposed of a total of 2,400,000
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”) 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 reduced from 12.6% as
at 31 December 2017 to 10.6% as at 30 June 2018.

During the current period, the Group had disposed of a total of
3,600,000 shares in Starry via on-market sales on the Shanghai Stock
Exchange, at the average price of RMB29.65 per share and resulted
in a gain on partial disposal, net of tax amounting to US$7,898,000.
After the partial disposal, the Group’s equity interest in Starry has been
reduced from 10.6% as at 31 December 2018 to 7.6% as at 30 June
2019.

Although the Group’s ownership interest in Starry is less than 20%,
the directors of the Company consider that they still have the power to
exercise significant influence on Starry as one of the directors of Starry
is the director of the Group’s subsidiaries, and therefore have classified
the interest in Starry as an associate.

In 2017, the Group had applied for refund of the tax paid in relation
to the partial disposal of shares in Starry. During the six months
ended 30 June 2018, the Group had fulfilled the relevant requirements
of refund and subsequently received tax refund amounting to
RMB13,597,000 (equivalent to approximately US$2,129,000). The tax
refund was therefore recognised under “Other non-operating income
and expenses”.
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For the six months ended 30 June 2019

Bt 7% X AR 8. Finance Costs
BE-ZT—-h§ #HEZZTN\F
~NA=1+HLE NA=Z+THIE
~{E A ~1E A
Six months Six months
ended 30 June ended 30 June
2019 2018
FEx FET
uUs$'000 us$'000
(REEXR) (REEZ)
(unaudited) (unaudited)
SR1T & KA B Interest on bank borrowings 2,250 2,156
JENREMEARMNMEESER  Cross guarantee commission fee
meER(E19) payable to a fellow subsidiary
(Note 19) 48 51
SRR EFIR Unwinding of discount on
contingent consideration 31 30
HEAEHNE Interest on lease liabilities 29 —
2,358 2,237
R BT 18 %% A0 %= R 9. Profit before Income Tax

AEB R PTIS B AR A T &k (5

A TIIEBEBH :

BE-Z2-—NF

AA=tTHLE
~E B

Six months

ended 30 June

2019
TXx
US$‘000

(R E &)
(unaudited)

BE_ZT-)N\F

/\Hf-i—EIJJ:
N ME A

Six months

ended 30 June

2018
F=ET
Us$'000
(REFEZ)
(unaudited)

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

ME BERREBITE
ME BEREERERE
REFERERE

FE X (Y as) /5 1805 8

Bt 2 AR A

HEME BMERKREERE
8 5 1 1t 70 & 5K OR B 55
A B N
EREEE#H

Depreciation of property, plant and

equipment
Provision for impairment of
property, plant and equipment
Provision for impairment of
obsolete inventories
Net exchange (gain)/loss
Research and development costs
Losses on disposals of property,
plant and equipment

Amortisation of prepaid land lease

payment
Amortisation of intangible assets

Amortisation of right-of-use assets

Write off of inventories

1,463
19

2,019

(52)

646

16

286

273
627

1,619

31
352
219

31
303

19

BB BT fR B R A A Lansen Pharmaceutical Holdings Limited
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For the six months ended 30 June 2019

10. Income Tax Expense

BE-Z-—NE #HE_ZT-)\F
NA=tTHIE ANA=Z+THIE
<18 A ~1EA
Six months Six months
ended 30 June ended 30 June
2019 2018
FER FET
UsS$‘000 us$'000
(R & E &) (REEZ)
(unaudited) (unaudited)
EHHE Current tax
— BN T IE — Tax for the period 334 272
— BEFEBEEE — Over provision in respect
of prior periods (127) (344)
207 (72)
ELEB A Deferred tax 189 104
FrisfiAx Income tax expense 396 32

FE SR B4 i I M0 B TH IR AR R S
B 0T ) 2 M B A PR B SR 4 o

RZZE-NF=ZA=+—RH  &BLE
g B BCQOTFER B (EFT)(FHT75R) & B
ERGHIER]D - &GP ERSIAM
MAEHEEH - ZIEHERR_F—
NFE=ZA-FTN\BERZERRER X
REAREBERETE -

BEMEFNSHEEH  5aEREE
15 5t B 2,000,000 7T 34 | #28.25% B9 Bt
KB NFTE - A5 1216.5% K T K B4R
2,000,000/ LA B F| 2 FiIE - REFE
AR 15 T 2R B ) A 1 3 05 I 8 2 B R
16.5% F) T R A B o ZN BB % 8 13 BR A
AR SR EEH ERRAE® -

RIBFPBECERERE(REMERED
NEEmMAL  PREMERARHER—
#’BK% (HE_E—/\EXA=+HI
7<{E A 25%) e

AEE-BNBAREZEATASH
REh% ZH15% BE-T—\FA
B=+E1EAMEA : 15%) K EED % Ff
BRE -
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Tax on assessable profits has been calculated at the applicable
rates of tax prevailing in the tax jurisdiction in which the Group
operates.

On 21 March 2018, the Hong Kong Legislative Council passed
The Inland Revenue (Amendment) (No. 7) Bill 2017 (the “Bill”)
which introduces the two-tiered profits tax rates regime. The
Bill was signed into law on 28 March 2018 and was gazetted
on the following day.

Under the two-tiered profits tax rates regime, the first
HK$2,000,000 of profits of qualifying corporations will be
taxed at 8.25%, and profits above HK$2,000,000 will be taxed
at 16.5%. The profits of corporations not qualifying for the
two-tiered profits tax rates regime will continue to be taxed at
a flat rate of 16.5%. The two-tiered profits tax rates regime
was applicable to the Group for the current and prior periods.

Under the Law of the PRC on Enterprise Income Tax (the “EIT
Law”) and Implementation Regulation of the EIT Law, the tax
rate of the PRC subsidiaries is 25% (Six months ended 30 June
2018: 25%).

A subsidiary of the Group have been certified as a new high
technology enterprise in the PRC and enjoyed a preferential
enterprise income tax rate of 15% (Six months ended 30 June
2018: 15%).
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HE-Z-AFA=+HIMEA For the six months ended 30 June 2019

B E 11. Dividends

BE-Z-N&F #HEZZT-)N\F
ANA=t+HIE NA=+HIE
~1E A 7~ E A
Six months Six months
ended 30 June ended 30 June
2019 2018
TEx FE
US$‘000 us$'000
(R E&E &) (REEZ)
(unaudited) (unaudited)

HABRRAD KRR : Dividends recognised as distribution

during the period:
FFHE3.587 1l (A% #90.46311l1) 2018 final dividend — HK3.58 cents

N/ \FREKE (approximately US0.46 cents) per share 1,797 =

3,588 L (B8 490.463 (L) 2017 final dividend — HK3.58 cents
M- —t+tFRAKRE (approximately US0.46 cents) per share — 1,909
1,797 1,909

HIE—ZT—N\FEXA=THILEA
AARIEEZEIRAFHRESTR290
BILFEERSRDN037EM) 6K A
12,035,0007% 7T (A8 & 7 491,534,000
JL) ©

ARABEFITEZZHE—F-NAFRA
=tHEREA  REFHKE -

BREF
BREABFNZARAEE ARIMGLE
AR RAERPARARMBRE
EHENEFERMDENINETSEBER
410,633,994 (B E—ZT—N\F/NA=1+
H k7518 A : 415,000,0000% ) =+ & o

AEBERAHE R BT BEAL EE
BEXENDBITEAR

For the six months ended 30 June 2018, the directors of the
Company had declared an interim dividend of HK2.90 cents
(equivalent to approximately US0.37 cents) per share, totaling
HK$12,035,000 (equivalent to approximately US$1,534,000).

For the six months ended 30 June 2019, the directors of the
Company do not recommend the payment of interim dividend.

12. Earnings Per Share
The calculation of the basic earnings per share is based
on the consolidated profit attributable to owners of the
Company and the weighted average number of ordinary shares
of 410,633,994 shares (Six months ended 30 June 2018:
415,000,000 shares), after adjusting the treasury shares held
or cancelled by the Company, outstanding during the period.

The Group had no potential dilutive ordinary shares in issue
during the current and prior periods.
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Z-AFERA=ZTHILEREAA

For the six months ended 30 June 2019

13. Property, Plant and Equipment, Right-of-use
Assets, Prepaid Land Lease Payment and

=3 Intangible Assets
VERS: 1 AL
k% ERREE HERE BYEE
Property, plant  Right-of-use Prepaid land Intangible
and equipment assets  lease payment assets
ST TEn FE S
US§'000 Us$'000 US$'000 US$'000
(Mt 5%)
(Note)
BZ-Z-NAERAZTHLAERA Six months ended 30 June 2019
BREZFIR=F—AE+=A=+—H Opening net carrying amount at 31
HOEEEE December 2018 as originally presented 28,262 - 1,921 25,810
SHBREE(HE3.2) Change in accounting policies (Note 3.2) — 2,942 (1,921) —
RZE-NF-A-BHN Restated opening net carrying amount
REJEEFE at 1 January 2019 28,262 2,942 - 25,810
I Exchange adjustment (39) (6) - (39)
RE Additions 874 344 - 627
RE Disposals (21) - - —
TEREH Depreciation and amortisation (1,463) (273) - (286)
RED Impairment (19) — — (143)
RZZE-NERA=TH Closing net carrying amount
BREAFERELER) at 30 June 2019 (unaudited) 27,594 3,007 - 25,969
BE-Z—)\FT-A=1—HIEEE Year ended 31 December 2018
RZE-\F-HA—-H Opening net carrying amount
BYEEFE at 1 January 2018 31,432 — 2,079 24,056
B 5% Exchange adjustment (1,559) — (99) (764)
NE Additions 1,742 — — 3,179
WE—-HREAR Acquisition of a subsidiary 37 — — 1134
RE Disposals (140) — — —
i3 Write off = = = (744)
TEREH Depreciation and amortisation (3,096) — (59) (583)
BIE Impairment (154) — — (468)
RZZ-\&+-A=+-A Closing net carrying amount
BREAFEEER) at 31 December 2018 (audited) 28,262 — 1,921 25,810
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ME BERZE E£RAEE
E AENTHEERERELE
E (&)

B 3 -

REZFE—=F ARRz22EWB QR %K=
BEmARAR (BRI E])ECAHMBENEB QR
KEMBREEDIREEARAR(TERE]D T
BoRMTEERE(HED BREHRE TR
ERENRESMR(E2,279,000% T (HERHDARE
14,800,0007T) M E AW B K RATSIEFRAEIER -
KRAFERZEECESA KM - BEMEN
it MBERE - BH - FrIEFNHERE TR
EXBE - REBEZEERBENANHERLE
LREZMFEME -BHE=FT—AF+=-A=1+—
BIEFE  ERIEEEZMN719170EF T (HERLD
AR #4,670,000T) e R=T—A~FALA+=AH "
BRVEERREARNBRABIREERZFR R
FRF  BERVEREREEEEEERIER
BHEEEABER MEBERIELRTNEXGH
BRBMNZARKAL670,000T - R=_ZT—+tFNW
A+mA - mEHBIMNEAREBHREEER
R ERE BRI KA KR%4,670,0007T © &
EZF-NFXNA=ZtTHILEANEASHRE @B =R
U 21 48 B8 7F 7A A9 A R 1 3,394,0007T ©

13.

HE-Z-AFA=+HIMEA For the six months ended 30 June 2019
Property, Plant and Equipment, Right-of-use

Assets, Prepaid Land Lease Payment and
Intangible Assets (Continued)

Note:

In 2013, Ningbo Liwah Pharmaceutical Company Limited (“Ningbo Liwah"),
a wholly-owned subsidiary of the Company, entered into a pharmaceutical
technology transfer agreement (the
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

“Agreement”) with Tianjin Longbai

materials and technology, intellectual properties, patent, permit(s) and license(s),
and certain supporting equipment. 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 of
RMB4,670,000. On 14 April 2017, the Yinzhou District People’s Court in Ningbo
City judged that Longbai has to return the milestone payment of RMB4,670,000
to Ningbo Liwah. During the six months ended 30 June 2019, an amount of
RMB3,394,000 was received as the settlement of litigation.

B RHEHMEWRRE 14. Trade and Other Receivables
—E-hEF —E-)N\F
ANA=+H +-A=+—H
30 June 31 December
2019 2018
FEx FET
Us$'000 us$'000
(REHER) (B2 %)
(unaudited) (audited)
B 5 W IR Trade receivables 23,480 24,977
o BB EWGRIEE B EME  Less: loss allowance on trade receivables (1,273) (1,139)
22,207 23,838
e U 2 % Bills receivables 20,294 13,624
B EWAIAN EWEX  Trade and bills receivables 42,501 37,462
FERNZIER EMEWFNIE  Prepayments and other receivables 15,893 16,598
58,394 54,060

BB BT fR B R A A Lansen Pharmaceutical Holdings Limited
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NERA=Z+HIEREA

EZRHMEBWFIEGE)
AEBHNREZRAETFREFHIOKR
(ZZE—N\FE+-A=+—H:90K)H8
ZEH -

REZHZEH  RBEHR AKEH

14.

For the six months ended 30 June 2019

Trade and Other Receivables (Continued)
The Group has a policy of allowing an average credit period
of 90 days (31 December 2018: 90 days) to its customers.

Based on the invoice date, the ageing analysis of the trade and

B 5 W FIE K E R IR (30 BR &5 18 bills receivables (net of loss allowance) of the Group as at the
HRREITWT end of the reporting period is as follows:
—E-AF —E-NF
AA=+RA +ZA=1+—H
30 June 31 December
2019 2018
SPESTE FET
Us$'000 us$'000
(REER) (EZ)
(unaudited) (audited)
90H =k LA~ 90 days or below 24,567 27,367
912180H 91-180 days 13,866 5,327
1812 365H 181-365 days 2,808 4,138
i 1365 H Over 365 days 1,260 630
42,501 37,462
RZEBE-—NFANA=Z+TEERZ_Z—N\F As at 30 June 2019 and 31 December 2018, the Group
TZA=1+—H XTEERSEEE discounted part of its bills receivables with full recourse to
REATEZERENDBOEKERE - ¥ financial institutions. In the event of default by the debtors,
BEBART  NEEBEEK A€ RKE the Group was obliged to pay the financial institutions for

TR RHE  HIE-T—AFNA=
THIERER  FERBFRSHEE
U B B B 18 ;XIE3.0% £ 5.3% (ZF—/\
F+-HF=+—H:35%%50%) 8 -

BEEBEBAXMNAHILE - At - A&EE
HEEREBREEBERREENKD

[\ B
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the amount in default. During the six months ended 30 June
2019, interest was charged at a range from 3.0% to 5.3% (31
December 2018: a range from 3.5% to 5.0%) per annum on
the proceeds received from the financial instructions until the
date the debtors pay. The Group was therefore exposed to
the risks of credit losses and late payment in respect of the
discounted bills.
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EZRHMEBWFIEGE)

HARANEERBERERZEHEEEN
wARE SR XEER - AR RS
& BB s 2R o5 R IEFE R
SRMEENETE R-_BE-—AENA=
+ 8B - FERE$9,829,000F T (ZFE —
NE+=-A=+—H:10,932,0003% JT)
BERAEBPHMEHRRIERER &
EEHDALEETOMEE - BERS
MBS REEIEAEERRBENASE
FA - BEEERNEREEXAEEE
NemEENMEER R=ZT—N&F
ANA=1TH - BEERZERAENEEE
REVE A 59,829,000k L (Z T — )\

F+=-A=+—0:10,932,000% 7t )(Ft
#16) °
HMNERZEEAEEETSREE

BASEERETRREENKEE -

m—EBEQARNER
%R RS E AR %EHMEEIE
B -EFROUASRNEEERR
BERE

14.

15.

BB BT fR B R A A Lansen Pharmaceutical Holdings Limited

BE2-Z-NAFRA=THILEREAA

For the six months ended 30 June 2019

Trade and Other Receivables (Continued)

The discounting transactions did not meet the requirements
in IFRS 9 for de-recognition of financial assets as the
Group retains substantially all of the risks and rewards of
ownership of the discounted bills receivables. As at 30 June
2019, bills receivables of US$9,829,000 (31 December 2018:
US$10,932,000) continued to be recognised in the Group's
Interim Financial Statements even though they have been
legally transferred to the financial institutions. The proceeds of
the discounting transactions were included in borrowings as
asset-backed financing until the bills receivables were collected
or the Group settled any losses suffered by the financial
institutions. As at 30 June 2019, the asset-backed financing
liability related to discounted bills amounted to US$9,829,000
(31 December 2018: US$10,932,000) (Note 16).

Because the bills receivables have been transferred to the
financial institutions legally, the Group did not have the
authority to determine the disposition of the bills receivables.

Loan to an Associate

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

4]
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For the six months ended 30 June 2019

16. Borrowings

—B-nE —=—N\F

~NA=+R +=-HA=+—H

30 June 31 December

2019 2018

SEE2 W FET

Us$'000 us$'000

(RE®) (48 25 #%)

(unaudited) (audited)

EEBIRITHER Fixed-rate bank borrowings 45,944 46,274

FEIRITER Variable-rate bank borrowings 38,500 30,018

BEERRE (M E14) Assets-backed financing (Note 14) 9,829 10,932

94,273 87,224

A & Secured 52,693 45,303

R 4K 47 Unsecured 41,580 41,921

94,273 87,224

—E-hEF —E-N\F

ANA=+H +-A=+—H

30 June 31 December

2019 2018

TEx FE

US$‘000 us$'000

(REER) (&2 %)

(unaudited) (audited)

R 1T AR Bank borrowings 84,444 76,292
R—ERNEEPHEEERRME  Assets-backed financing due

within one year 9,829 10,932

94,273 87,224

48 Interim Report 2019 1 Hi ¥R &
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R-E—NFANA=TBER-_ZT—\F
+-A=+—H EFRITHERSFH
NEBETHBAR N RIFHE 2 HEE
BITHEAAEE  BETHERSREE
MEBELZHETBER - WAEEE R
DRI EBRLZERERE -

AEETHEREERFRLESNETE
N RBRERERNEERRREN
AEERRARBAKELETEZER
E o RITAKRAIREITEARIBGRERE
R-R-_B-NFARAA=ZTBER-_F—
NEFE+ZA=+—H AJ\EREER
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16.

HE-Z-AFXA=THILEXHEA

For the six months ended 30 June 2019

Borrowings (Continued)

As at 30 June 2019 and 31 December 2018, certain banking
facilities are 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 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 it is probable that the bank will exercise
its discretion to demand for repayment as long as the Group
continues to meet these requirements. As at 30 June 2019 and
31 December 2018, none of the covenants relating to drawn
down facilities had been breached.

The carrying amounts of bank borrowings are denominated in
the following currencies:

—E-hF —E-N\F
ANA=+tHA +ZA=+—H
30 June 31 December
2019 2018
FEx FEx
US$000 Us$'000
(REEX) (&%)
(unaudited) (audited)
AT&ERT: Represented by:

AREER Borrowings in RMB 54,584 55,763
E BN Borrowings in US$ 38,500 30,000
& TCE R Borrowings in HK$ 1,189 1,461
94,273 87,224

BERFERE: Effective interest rate per annum:
RITE R Bank borrowings 4.60% 4.71%
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16.

17.

60

B (&)

R-ZZE—NENA=1TH KEBEA
B IE 1717 7026,019,000F T (= F —
NE+=-HB=+—H:17,643,0003% jT)
K {8 414,113,000 T (ZE — \F+
— A=+4+—H":11,531,000% 7t) ¥ Al K
VB TR IEAREERITEE KR
TERBER -

RZEBE—HhENA=+H EBEMIET
& 341,580,000 L (ZE — \F+= A
=+—H:41,921,000% 7t) f AR 7 3k
AREBETHERRER -

BEERBEEITNABRYHREE
AIFSR R IR EMNRIER S FTE
BHREFIR HESREEFTAES
Ko B Al WK IR (K RE14) » Z FERBEFRR
—FREE TUARKEE -

16. Borrowings (Continued)

As at 30 June 2019, the Group had pledged bank
deposits amounting to US$26,019,000 (31 December 2018:
US$17,643,000) and Starry’s listed equity shares with market
values of US$14,113,000 (31 December 2018: US$11,531,000)
to secure the banking facilities and bank borrowings of the
Group.

As at 30 June 2019, the unsecured bank borrowings of
US$41,580,000 (31 December 2018: US$41,921,000) were
guaranteed by the Company or certain 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.

EZRHEHMENRE 17. Trade and Other Payables
—ZE-hF —T-)N\F
ANAH=+B +=-—HA=+—8
30 June 31 December
2019 2018
F %5 FET
Us$‘000 Us$'000
(REER) (FEE %)
(unaudited) (audited)
B 5 IR Trade payables 3,831 4,209
J& 5 32 1% Bills payables 14,401 10,739
FET AR B Dividend payables 1,797 —
H b FE 1 518 & FE R SIE Other payables and accruals 4,058 6,539
24,087 21,487
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17. EFRHEMENKEGE)

.

HE-Z—-AFA=+HI<M@AH For the six months ended 30 June 2019

17. Trade and Other Payables (Continued)

BEZEZEAH  RFHEHR 25BN Based on invoice date, the ageing analysis of the trade payables
Eo5RNFRBERRERITWOT of the Group as at the end of the reporting period is as
follows:
—E-hE —E-N\F
AA=t+H +ZH=+—H
30 June 31 December
2019 2018
FER FET
US$'000 Us$'000
(REEX) (&2 %)
(unaudited) (audited)
90H B LA T 90 days or below 2,336 2,591
912180H 91-180 days 771 762
1812 365H 181-365 days 143 32
8 #8365 H Over 365 days 581 824
3,831 4,209
18. EXREE 18. Capital Commitments
—E-hE —E-N\F
AA=+H +TZHAH=+—H
30 June 31 December
2019 2018
FER FET
UsS$‘000 Us$'000
(REEX) (&2 %)
(unaudited) (audited)
W B8 DATH % T8 B9 ACHE - Commitments for the acquisition of:
BEEE Intangible assets 1,436 2,162
—HRARED = Partial equity interest in a company — 1,428
1,436 3,590
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NERA=Z+HIEREA

BEFTRS

HA - ASEERESFL NIRS

For the six months ended 30 June 2019

19. Related Party Transactions

transactions with related parties:

BE-Z—N&F
NA=ZTHL
~1E A

Six months
ended 30 June
2019

FEx

Us$'000
(REEX)
(unaudited)

During the period, the Group entered into the following

HEZZT)\F
~H er H ik
~ME A

Six months
ended 30 June
2018

FET

Us$'000
(REEZ)
(unaudited)

BEXRSG: Trading transactions:
MEE AR BEE M Purchase of goods from an associate 2 55
JESEE & AR ZFEE (@) Entrusted fee payable to an associate
(Note (a)) 105 185
FE s B = A &) h0 T (B 7% (b)) Processing fee receivable from an
associate (Note (b)) 58 621
E x5 Other transactions:
ENRZHBARHESHRX Rental expenses paid to a fellow
subsidiary 31 31
FEU R R B B A R0 AE B4 Cross guarantee commission income
A ONC =) receivable from a fellow subsidiary
(Note () 48 51
JE B R Bt BB A B A9 4R B R Cross guarantee commission fee
REASER Q) payable to a follow subsidiary
(Note (0)) 48 51

THBEBRRBEHRERBE:

The following balances were outstanding at the end of the

reporting period:

—E-hE —E-N\F
AB=+H +=ZA=+—H
30 June 31 December
2019 2018
FEx FET
Us$'000 Us$'000
(R E &) (EEZ)
(unaudited) (audited)
Bk & N A) R R (M 5% (d)) Amounts owed by an associate
(Note (d)) 2,943 3,245
M — B2 AF M E (M 3E15) Loan to an associate (Note 15) 8,927 6,807
[A] 2 B8 2 A R K (M 5 (d)) Amounts owed by fellow
subsidiaries (Note (d)) 7,354 6,781
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For the six months ended 30 June 2019

19. BEFXRZ(E) 19. Related Party Transactions (Continued)

B & Notes:

(a) BEZZT-—A"FLAZTHERIERER (a) Pursuant to the entrusted processing framework agreement signed
AR ([ZERE ) A BA A B8 i iR 5 R A Al ([BA between Natural Dailyhealth Holdings Limited (“Natural Dailyhealth”)
EBVN) FFTHEEMIIERBZE(ERT and Lansen Pharmaceutical Holdings Limited (“Lansen (BVI)") on 20
INTAEZR D) - ZE 62 AT LA ESRBA A4 (BVI) & September 2016 (the “Entrusted Processing Framework Agreement”),
HWBAR(BHEGV) . EEEREFER Natural Dailyhealth may request Lansen (BVI) and its subsidiaries (the
MIFTEER - BE=ZZE—N\FA=TH “Lansen (BVI) Group”) to enter into the processing order contracts with
EAREA mMEFKBZEAEMNIER customers. During the six months ended 30 June 2018, an entrusted
) 2 F0 B AR IN10% &9 A0 X 18 2 %= 88 2 A9 & fee was payable to Natural Dailyhealth for the difference between the
BIEREZXE - amounts received from customers and the costs incurred in relation to

the processing of the products plus a mark-up rate of 10%.
ZaAMIERBBR T —N\FT+=RA=+ Entrusted processing framework agreement expired on 31 December
—HEH YR=FT-AF-AZHUHER 2018, and was renewed for one year on 2 January 2019 on the same
GCRBEH—F HEFARSHL ST terms, except that the total amount of the transaction for the year
B=A&ETT cannot exceed HK$3,000,000.

(b) BERELENMIER G  ZRUZAMAE (b) Pursuant to the Entrusted Processing Framework Agreement, Natural
BV EEMIEYIREE® o i ITEARK Dailyhealth may entrust Lansen (BVI) Group for the processing of the
AMEKAAREBER  SEHEENMI plant extract products. The processing fee is charged on a cost-plus
B # & B0 A IN10% &9 fn Bk © basis, representing all costs incurred in relation to the processing of the

products plus a mark-up rate of 10%.
() R-ZTFE—ANENA-+WAE - BFLE - (© On 24 June 2016, Ningbo Liwah, Jilin Haizi Bio-Engineering Technology

EMEEEMTREMARAR(EHE
&) ARBERZHE R E KBAEBVI)ET L
WEEFRGZ Bt R=F—-—X"FLAH
—HEZZE-AFAA=TARBAEETH
RITERREERAREEMBE R AR M
ER BeERBRS —HRERNER
[ % 77 Y ER ©

RZZE-NFRAA=R BRIE  BTMWNE
ENEAE BVI) AT AE S HENEREESE
REH Bt RZTE-NAFLA-BE=
T _FRAZTHRBBEETNRTE
R HERKEE RN B AR RMEER -
BEBARHRA—TAERNERAES
W ER ©

Company Limited (“Jilin Haizi”), a fellow subsidiary of the Company
and Lansen (BVI) entered into a cross guarantee agreement, pursuant
to which the parties may, provide or procure its subsidiaries to provide
certain guarantees to banks in relation to the banking facilities of each
other from 1 July 2016 to 30 June 2019. Commission fee is charged to
a party in respect of a loan which is guaranteed by another party.

On 3 May 2019, Ningbo Liwah, Jilin Haizi and Lansen (BVI) entered
into a renewal agreement to extend the cross guarantee arrangement,
pursuant to which the parties may, provide or procure its subsidiaries to
provide certain guarantees to banks in relation to the banking facilities
of each other from 1 July 2019 to 30 June 2022. Commission fee is
charged on a loan which is guaranteed by another party.
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Hz—_Z—-hFA=+HI/~f8A For the six months ended 30 June 2019
19. BEFXRZ(E) 19. Related Party Transactions (Continued)
B 5 Notes:
() (&) () (Continued)

RZZE-—NAFEARNA=Z+H AEEMER As at 30 June 2019, the banking facilities of US$18,910,000 (equivalent
R 17 B2 18,910,000 T (HHE RO A R to approximately RMB130,000,000) was guaranteed by the Group
#£130,000,0007T) ER A A E B A KN E H together with 8,540,000 (31 December 2018: 7,600,000) shares
BT #% ™ 18 %28,696,000% T (A5 B R 4 A in Starry held by the Group with market values of US$28,696,000
R #197,274,00070) (T —NF+ A= (equivalent to approximately RMB197,274,000) (31 December 2018:
+ —H:29,212,000% ;t (& R KA R US$29,212,000 (equivalent to approximately RMB200,488,000)),
200,488,0007T)) #78,540,000 (= & — J\FF bills receivables of US$6,991,000 (equivalent to approximately
+=A=+—H8:7,600,000) }% & A > &% {5 RMB48,061,000), (31 December 2018: Nil) and pledged bank deposit
&R EUE 186,991,000 T (FHE R4 of US$4,364,000 (equivalent to approximately RMB30,000,000)
AR #48,061,000)(ZE—N\F+=ZA= (31 December 2018: US$4,371,000 (equivalent to approximately
+—B: &) R E & # 18 17 17 74,364,000 RMB30,000,000) and an amount of US$10,037,000 (equivalent to
E 7t (HHE R K A KE30,000,0007T)(=F approximately RMB69,000,000) (31 December 2018: US$15,657,000
—NE+=A=+—H:4,371,000% 7t (48 (equivalent to approximately RMB107,460,000)) was drawn down by Jilin
B R4 A R#30,000,0007T)) iR 1717 2K Haizi. On the other hand, banking facilities of US$18,910,000 (equivalent
&5 8 & B2 B AR E 8 410,037,000 to approximately RMB130,000,000) was guaranteed by Jilin Haizi and an
E (&R AR %69,000,0007T)(= amount of US$5,091,000 (equivalent to approximately RMB35,000,000)
T—N\F+=ZA=+—H:15657,000% T was drawn down by the Group as at 30 June 2019 (31 December 2018:
(HHE R4 A R¥107,460,0007T)) ° 3—F Nil).

B R-ZE-—NENA=1+8 mENKE
B 1R 218,910,000k 7t FEE R AR
130,000,0007T) Z R1TRLE * ANEBE R
5,091,000 7t (M & R 4 A R #35,000,000
T ZE—N\E+_A=+—H:#&E)-

(d) REFERGEE S R RS NI RE M (d) The amounts due represented the advances on the goods to be
BTHRBRREEERMEENE SRR purchased or processing services to be provided and trade receivables
RIB - RABEERE RERAREXE arisen from the sales of goods. The amounts due are unsecured,
2 - BEAH390,000E T (BHE-ZT—N\F interest-free and repayable on demand. The loss allowance of
SNAZTHIESEAR - EE BRI #824,000 US$390,000 (six months ended 30 June 2018: reversal of loss allowance
EL)RBEZZT—NFAAA=1THIEE of US$24,000) is recognised in the condensed consolidated statement
RAzEHAFERAa R EMEE K RP #E of profit or loss and other comprehensive income for the six months
R o ended 30 June 2019.

AATEERE L LBEHIRS TR The directors of the Company are of the opinion that the

FEEEBRRE—MRATEERRET - above related party transactions were conducted on normal

commercial terms and in the ordinary course of business.

R AEBINFTESE AS (BIAKA During the period, the remuneration paid to the Group’s
NEIESE) M E] A317,000FE T (HE= key management personnel, represented by the Company's
E—N\EXA=+H1E<MA 361,000 directors, amounted to US$317,000 (Six months ended 30 June
2E5T) o 2018: US$361,000).
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Notes to the Condensed Consolidated Interim Financial Statements

HE-Z-AFA=+HIMEA For the six months ended 30 June 2019

20. Fair Value Measurements
20.1 Other Financial Liabilities

20. AFEHITE
201 HivhemEasE

R-ZZE—MWEFE=A=-+NAH X«
£ [E B Novartis AG and Novartis
Pharma AG#E X % @ LAUKHE —18
BHER ZXINBRSAKE
£14%8,000,000F T & B 3K -
5 N & = #8 %8 731,500,0003% 7T K
BEREBAR(ZREBEAEEE
S ERE ) -

N B AR I ot sk AR (B &2 HE AT B
A2 B R R AT BB TE K
RIS BN F0EILE1,500,0003
ﬁ °

TREINR-_F-—NAFA=1H
RZE-NF+ZA=+—HKE
REAMBRARA  REXF
EERREREEHEEEARF
B ENEMERAE - 2 FE
BARGAT&RR :

S HRAEBENERTS
IECREHE)

F2 . REBERBIURAES
B ¥R 8 DA 51 A] B % (B
RER) EE (BB
BRELH)BENEAHK
&R

F3IW: REELFERAE
B S EIEN A BUER
(THBRBHABE) °

On 28 March 2014, the Group reached an agreement
with Novartis AG and Novartis Pharma AG 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 other financial liabilities
included in the condensed consolidated statement of
financial position as at 30 June 2019 and 31 December
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).

BB BT fR B R A A Lansen Pharmaceutical Holdings Limited 55
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Notes to the Condensed Consolidated Interim Financial Statements

HE-Z-AFA=+HIMEA For the six months ended 30 June 2019

20. AR EFTE(E)
201 Hite M EE(K)

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

FE1R EYE] £35 @t
Level 1 Level 2 Level 3 Total
TEn TEx TEn TEL
Us$'000 US$'000 US$'000 US$'000
“E-hEXA=TH 30 June 2019
(REER) (unaudited)
&1 Liabilities:
BATEFABREN Financial liabilities at fair value
(REE through profit or loss
—HtemEeE — Other financial liabilities — — 1,268 1,268
ZE-\¥+=ZA=1+-H 31 December 2018
(BER%) (audited)
afa: Liabilities:
BATEFABEMN Financial liabilities at fair value
FRARE through profit or loss
— HEtepas — Other financial liabilities = — 1,234 1,234

REAYESLEBESBRABERRE
mERREHEREE_F N
FRNA=ZTHLERRBEA: 2 FEK

#5101,0003 7)) ° US$101,000).

56 Interim Report 2019 1 Hi ¥R &

No gain or loss relating to other financial liabilities has
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Notes to the Condensed Consolidated Interim Financial Statements

HE-Z-AFA=+HIMEA For the six months ended 30 June 2019

20. AR EFTE(E)
201 Hite M EE(K)

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

Hit & MABBENRFEIIEMRR
BEEREE - RFEDERE
TAABEN2H(BREMEAE
HERESHNBMEINHERER
WEIFDEE - XFEATAEE
BARBRZFTEABERRERLM
TREBEAFENBEERBROT

EXFAER FUHEEGBARE
RRABE HQAFPENRE

5.0% HJ AR RS - Al
8h IR = NFEBIE -

HEEEER HEHEEZHH
BBE R - RE o A
B1100% =

HERESR HEBEESNH

REAFE - FMEBE - 8l
f-—=— FEBS -
TER -

T-=F

BRI RIE 1% (ZE—N\F+_A
=+—H:1%) A EMERmEE
B AFER D #42,000E L (= F
—N\F+=—A=+—H:46,000%
J0) 0 mERIR KR 1% - Al E A&
A& &/ A {E 5 H04943,0003
T(ZCE—N\EFE+_-_A=+—8:
49,000% 7T) °

B E R B -

HRE R 2 FE S -

BB BT fR B R A A Lansen Pharmaceutical Holdings Limited

The fair value of other financial liabilities 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 of other financial liabilities 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
achievement, which is of sales achievement, the
100% higher the fair value.

Period of sales The earlier the period of
achievement, which sales achievement, the
are year 2020 and year higher the fair value.
2023

Increased discount rate by 1% (31 December 2018:
1%) would decrease the fair value on other financial
liabilities by approximately US$42,000 (31 December
2018: US$46,000) whilst decreased discount rate by 1%
would increase the fair value on other financial liabilities
by approximately US$43,000 (31 December 2018:
Us$49,000).

There were no changes in valuation techniques during
the period.

There were no transfers between levels during the
period.

o7
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Notes to the Condensed Consolidated Interim Financial Statements

E-F-NFNA=1+HINMEA For the six months ended 30 June 2019

£p
£X

20. A EFE(E)
201 Hit&maE(#E)
SEAEIBHEMBEREBHRE
FB O {5 (4 1 T 4R 45 JE B A AT 8
RUIEHIENE KB AME - K
B %R T B HI V)4 ph R HI R 45 84

20. Fair Value Measurements (Continued)
20.1 Other Financial Liabilities (Continued)
Other financial liabilities classified in level 3 use valuation
techniques based on significant inputs that are not based
on observable market data. The financial instruments
within this level are reconciled from opening balance to

HYEEBRAA T closing balance as follows:
FET
Us$'000
BE Liabilities
BEATFEGFAERL Financial liabilities at fair value through
TEBE: profit or loss:
NZE—-—NF—H—H At 1 January 2018 1,276
EtmemadEmAaFEraka Fair value gain on other financial liabilities (100)
RE=NHRHORRBETR Unwinding of discount on contingent
liabilities charged to profit or loss 61
b X 3 & Exchange adjustment (3)
R-ZZE—NF+-A=+—B(KE#%) At 31 December 2018 (audited) and 1
E_ZE-NWF—H—H January 2019 1,234
REZIBRHZANBERTR Unwinding of discount on contingent
liabilities charged to profit or loss 31
[ & 38 & Exchange adjustment 3
RZZB-AFARNRA=Z+TH(REER) At 30 June 2019 (unaudited) 1,268

TESMITA
RZE—XNFE=HA=-+MH &
EBVNEE] TEE W - WHEAH
BT AR ZEEL191% [ - R
BEAARKE3B0EETHFHERY
5,085,000 7T) + HAA R#28.0
BETARE  ARBS0BEEA
FREEEERER AR E D%
N

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 RMB33.0 million (equivalent to
approximately US$5,085,000) of which RMB28.0 million
was in cash and RMB5.0 million by way of consideration
shares in entire issued share capital of Natural Dailyhealth
Tech Limited.

20.2

68
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Notes to the Condensed Consolidated Interim Financial Statements

HE-Z-AFA=+HIMEA For the six months ended 30 June 2019

20. AV EFE(E)
20.2 PTESm I A(E)

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

RERBHZ  RN_T—RF=H
—tABRISEARKERERE
BAEBVNAI 2 BIERE (MRE
BERETE_HMBRORBE M2
BERBETREZE _HRE
Bip  MER-ZF-RE=ZA_+
MEEWEN19.1%E - &5
BETBBEE0%KEEAEEE
TTRA - BREHYE R_F—
NRENAZTZR  REBHEER
T -ERNAEEEERAEEAY
8 FEaZREXAEAEEN

BT .

S—HE - BZE—AF=Z/F=1
MEME —FEBFAMEN =@
RAEAM ([T - BBEBVIEZHR
TREROGHENERN  ERER
LA HA #1555 (B B % 18 B B & (BVI)
BENEHRERSD (TREFHTT
) o FEfREEITHE BRI E
AR - UREFRAMAEE T
B &E - BIEBVNZEBITfE
ROHHENBEMNIEE - KA
ABVIMEREFRE RES
Al AE1THE HA 2 R AE (I B R 3R AU 177
2 R B o

AT N\FRNA-+WMA  BB&E
BVNRZEREBE BRI L — 0
Bt mam=zE Bl 850
BELERABGHEHARTI-—EAZE
“ET-AFEANA-+THE - EHER
CHERBRAZEFXZHHM TR
At R E THETHR S
NMGHEEGBEZ 8 E - e
BZN50%CIHE 21T A Z Circle
Finance Limited }2Mega Worldwide
Services Limited B A ZE K A
BB IRER RERR
HMEAREEIRR SN BEWHEA A

R TR -

BB BT fR B R A A Lansen Pharmaceutical Holdings Limited

Pursuant to the subscription agreement, and at any time
within 15 months from 29 March 2016, Lansen (BVI)
shall have the sole discretion but not the obligation
to subscribe for, and Natural Dailyhealth shall have
the obligation to issue and allot, the second tranche
subscription shares, in aggregate with the acquired equity
interest of 19.1% on 24 March 2016, own up to 30% of
the enlarged issued share capital of Natural Dailyhealth,
which is the call option. On 22 August 2016, the call
option was executed. Accordingly, the Group holds 30%
equity interest in Natural Dailyhealth. Having significant
influence over Natural Dailyhealth, Natural Dailyhealth
becomes an associate of the Group since that date.

On the other hand, at any time during the period of
three months commencing immediately after the second
anniversary of 24 March 2016 (the “Put Option Period”),
Lansen (BVI) is entitled to exercise the put option to
require Natural Dailyhealth to purchase all (but not part)
of the subscription shares then held by Lansen (BVI)
at the put option strike price. Natural Dailyhealth shall
pay the put option strike price in cash to the Group
within six months from the date of the exercise of the
put option. The exercise of the put option is at the
absolute discretion of Lansen (BVI). The put option can
be exercised at any time prior to the commencement of
the Put Option Period if mutually agreed by Lansen (BVI)
and Natural Dailyhealth.

On 24 June 2018, Lansen (BVI) and Natural Dailyhealth
entered into a supplemental conditional agreement to
the subscription agreement pursuant to which the parties
agreed that the expiry date of the Put Option Period
shall be extended for twelve months to 24 June 2019
on the condition that CIH having obtained the relevant
simple majority approvals in respect of the transactions
contemplated under the supplemental agreement in
accordance with the listing rules of the London Stock
Exchange. Circle Finance Limited and Mega Worldwide
Services Limited, the shareholders of CIH together
holding more than 50% of the issued share capital of
CIH, have 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.

89



i BA 45 & P HA B 7% 3Rk Y 5

Notes to the Condensed Consolidated Interim Financial Statements

E-F-NFNA=1+HINMEA For the six months ended 30 June 2019

£p
£X

20. A EFE(E)
20.2 PTESm I A(E)

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

RZEBE—hFENA=-+—8 E&
BIARARIM RS BTAE
BEBHRERER  BHEGBVIR
ETETHERAPETLERTS
HEE30%WHE - TESBIT AR
I 4% 1E7E SR K B 181,910,0003E 7T
RELE-"ZFT—hFNA=1THIN
BMAZERAEEEZREMEEA
WEHRPRER -

HRE M 2 F = -

DERFIRNITESH T AME
AR EERM I RIEEER A
KRNG5 BIENERE AR - LR
WITESBTARYEHRERX
REERR S BRI T -

On 21 June 2019, Lansen (BVI) decided not to exercise
the put option and will continue to hold 30% equity
interests in Natural Dailyhealth for the long-term
development of the Group’s business, after taking into
account the Company’s strategic plan. The derivative
financial instrument was therefore derecognised and a
loss of US$1,910,000 was recognised in the condensed
consolidated statement of profit or loss and other
comprehensive income for the six months ended 30 June
2019.

There were no transfers between levels during the
period.

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

FET
Us$'000
BE Assets
RAFEFABZNEREE: Financial assets at fair value through profit or loss:
RZE—N\F—H—H At 1 January 2018 1,840
MEeMITAMNATFAEKS Fair value gain on derivative financial instrument 73
PE H 8B Exchange adjustment 3)
RZE-NFE+ZA=+—BEEZ) At 31 December 2018 (audited) and
KZFE-NF—H—H 1 January 2019 1,910
PTHE & B T B s Write off of derivative financial instrument (1,910)

R-ZB-HhEASNA=ZTHGREER) At 30 June 2019 (unaudited) —
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