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Five-Year Financial Summary

BE+-A=1+—HLEE

For the year ended 31 December

—T—hHF —T—RF T+ F T )\F ZE-AE
2015 2016 2017 2018 2019
FETT FETT FETT FETT FEx
US$'000 US$'000 US$'000 US$'000 Us$'000
E¥ RESULTS
A Revenue 93,349 94,824 89,484 56,872 54,257
EH Gross profit 47,963 53,776 51,889 30,271 33,329
B P13 B A @ A Profit before income tax 4,331 7,026 17,045 2,090 18,642
FTiS i 2 Income tax expense (2,260) (3,190) (1,416) (1,930) (293)
F AR A Profit for the year 2,071 3,836 15,629 160 18,349
R+=—A=+—H
As at 31 December

—ET—hHF ZT—RF —ZT—tF T N\F ZE-NE
2015 2016 2017 2018 2019
FETT FETT FETT F=ETT FEx
US$'000 US$'000 US$'000 US$'000 Us$'000

EEREE ASSETS AND LIABILITIES
BEE Total assets 218,286 222,762 227,745 201,913 183,959
waE Total liabilities (116,839)  (132,386)  (125,726) (113,462) (82,584)
EEFE Net assets 101,447 90,376 102,019 88,451 101,375
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Financial Highlights

—ZE-hF —E—-)N\F #E
2019 2018 Change
XETER Results (US$'000):
WA Revenue 54,257 56,872 -4.6%
E A Gross profit 33,329 30,271 10.1%
e RF(EE) Profit/(Loss) from operations 3,959 (587) 774.4%
B P 15 T4 BlD& 71 Profit before income tax 18,642 2,090 792.0%
ZIN/NEIE PN b Profit attributable to owners
of the Company 18,349 160  11,368.1%
BFIEEN: Profitability:
F & Gross profit margin 61.4% 53.2% 8.2%
4 Fl) & Net profit margin 33.8% 0.3% 33.5%
EREAREF(EW Basic earnings per share (US cents) 4.54 0.04 4.50
BBEMRR(FETRT) : Financial Position (US$'000):
BmEE Total assets 183,959 201,913 -8.9%
RAGIHBAELER Equity attributable to owners
of the Company 101,375 88,451 14.6%
REE Total liabilities 82,584 113,462 -27.2%
& &R 1T 45 BR Cash and bank balances 47,736 33,578 42.2%
REBESMKR: Liquidity:
B & () Current ratio (times) 1.4 1.0 0.4
FEEEmL R Net debt-to-equity ratio* 12.6% 60.7% -48.1%

* FRBEERLE=(EX

* Net debt-to-equity ratio = (Borrowings — cash and bank balances)/Total equity

-ReERRITHER) MR

BB B[R B R A A Lansen Pharmaceutical Holdings Limited

3



B IEmE

Financial Highlights

L ON

Revenue

W BA
Revenue
(B8%T)
(US$ million)

4.6%

2018 2019

P L ON
Segment Revenue
| i W X5ER
Pharmaceuticals Cosmetic products
(B@%T) (B&%7T)
(US$ million) (US$ million)
[o)
A 50.6

48.1
v

2.3

2018 2019 2018

2 EBE R
Segment Profit
| R E W X5ER
Pharmaceuticals Cosmetic products
(B@ZET) (B&%T)
(US$ million) (US$ million)
31.2%

2018 2019

Annual Report 2019

° WA T [&4.6%

° Revenue decreased by 4.6%

W REER
Healthcare products
(B8%T)
(US$ million)

92.1% 6.5

> 02

2019 2018

W REER
Healthcare products
(B8%T)
(US$ million)

843.4%

0.6

2019 2018
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Profit for the year and Net profit margin

W EhEF

W AFE

Profit for the year Net profit margin

(B8%T)
(US$ million)

0.3%

(%)

0.2

2018

REERFEE

Total assets and Net assets

W FRBEE W RBEE
Non-current assets Current assets
(B8%T) (&%)
(US$ million) (US$ million)

33.8%

2019

W FEE
Net assets
(B8%xT)
(US$ million)

2018

2019

MBRE
Financial Highlights

F A% A EF111,368.1%

fR % - F+33.5%

Profit for the year increased by 11,368.1%
Net profit margin increased by 33.5%

HEE TF%8.9%

FEE F114.6%

Total assets decreased by 8.9%
Net assets increased by 14.6%

PAAE 8 BT BE B BR A A Lansen Pharmaceutical Holdings Limited
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Chairman’s Statement
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On behalf of the board (the “Board”) of directors (the “Directors”)
of Lansen Pharmaceutical Holdings Limited (the “Company”) and its
subsidiaries (“Lansen” or the “Group”), | am pleased to present the
annual report of the Group for the financial year ended 31 December
2019 to all shareholders of the Company.

Review of 2019

In 2019, China’s medical reform policies of the People’s Republic
of China (“"China” or the "PRC”) were continuously deepened,
with the amendments to the Pharmaceutical Administration Law
of the PRC, the advancement of consistent quality and efficacy
evaluations, implementation of the group purchasing operation
policy and the expanded scope of its implementation, initiation of
the pilot programme of diagnosis-related group (DRG) payment, and
the publication of important policies and regulations in relation to
the limitation on the proportions of adjuvant drugs and hospital-
specific drugs, dynamic adjustment of the National Reimbursement
Drug List and other important measures for deepening the medical
reform, classified diagnosis and treatment, and strict control of
drug proportions, covering all aspects from drug research and
development to production, market access and end use. This has
had a profound impact on the ecology and landscape of the
pharmaceutical industry. In the face of a challenging operating
environment, the Group has paid close attention to national policies
and regulations in a timely manner, continued to implement the
policies formulated last year, and has taken decisive actions. Under
the strategy of giving priority to cash flow and profit, it focused
on and accelerated the research and development of its self-
owned products, further consolidated its foundation, improved
its structure and strategies, thus successfully turning operating
loss into profit during the year. Meanwhile, during the year, the
Group used the proceeds from the disposal of shares in Zhejiang
Starry Pharmaceutical Co., Ltd. (“Starry”), a non-core business, for
deleveraging and reducing debts, with the net debt-to-equity ratio
significantly decreasing from 60.7% as at 31 December 2018 to
12.6% as at 31 December 2019.
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Chairman’s Statement

For 2019, the Group recorded a total revenue of approximately
US$54.3 million, representing a decrease of 4.6% from last year;
profit from operations of approximately US$4.0 million as compared
with the loss of approximately US$0.6 million in 2018; and net profit
of approximately US$18.3 million, representing a significant increase
as compared with approximately US$0.2 million in the previous year.
This was mainly because (1) during the year, the Group's revenue
from its self-owned specialty pharmaceutical products (including
Pafulin and Sicorten Plus) increased by US$7.7 million as compared
with last year, offsetting the decline in revenue from agency
products, but since the gross profit margin of its self-owned specialty
pharmaceutical products was higher than that of agency products,
the Group’s overall gross profit rose; (2) the gain on partial disposal
of shares of Starry in 2019 represented a significant increase as
compared with 2018; and (3) the net profit was partially offset by:
(i) the provision for impairment of intangible assets; and (ii) the
write off of the put option granted by Natural Dailyhealth Holdings
Limited (“Natural Dailyhealth”), according to the announcement of
the Company on 21 June 2019 with regard to the non-exercise of
the put option granted by Natural Dailyhealth.

With regard to pharmaceuticals, the Group continued to adjust its
business strategies. In 2019, the Group further optimised its sales
team. Under the guidance of national policies and according to the
characteristics of its product portfolio, Lansen expanded its channels
to cover third and lower-tier cities, and reorganised or established
five sales teams. It (1) reorganised the mature market team, mainly
responsible for sales to large hospitals, continuing to maintain and
strengthening the academic status of our key product, Pafulin in
the field of treatment of rheumatic immune diseases; (2) established
an emerging market team, mainly responsible for sales to small
and medium hospitals which had purchased its medicines but for
which greater promotion was required; (3) established an OTC team,
responsible for the promotion to retail pharmacies; (4) reorganised
the commercial team to enhance commercial distribution; and (5)
established the Zhejiang Province sales team to give full play to
regional advantages. The Group continued to strengthen academic
promotion and extended its reach to large hospitals, widened
and deepened its reach to small hospitals through partners, while
expanding the OTC sales coverage and promoting the pilot sales
project covering all of its products in Zhejiang. The Group reviewed
the products for which production and sales can be resumed, thus
increasing product coverage, and made efforts to further enhance
the sales size and profitability of its pharmaceutical business.

BB B[R B R A A Lansen Pharmaceutical Holdings Limited 7
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The cosmetic business of the Group includes cosmeceutical and skin
care. In terms of cosmeceutical, it serves high-end customers with
Fillderm injections, through a self-operated cosmeceutical clinic in
Beijing. In terms of skin care, the Group focused on developing skin
care product lines in 2019. At the same time, Lansen reorganised its
cosmetic teams. The cosmeceutical team was basically established,
while the skin care team also began to take shape. It is expected
that an experienced sales team will open up sales channels for the
cosmetic business of the Group, and a portfolio of products will be
created for the growth of the business.

In addition, the Group continues to utilise Natural Dailyhealth
as a platform for developing its healthcare business. Natural
Dailyhealth uses its capacity and cost advantages to give full play
to the complementarity of Lansen and Natural Dailyhealth. Natural
Dailyhealth adheres to the strategy of high-quality products and
large customers, and has successfully established stable cooperative
relations with many domestic and foreign customers. In addition,
with reliance on international government cooperation, it has begun
gradually to improve the quality and competitiveness of relevant
products by purchasing raw materials directly from high-quality
foreign sources.

The Group disposed of a total of 9,729,028 shares in Starry in 2019,
with total proceeds of RMB300.0 million (equivalent to approximately
US$43.5 million). The Group’s gain on partial disposal of an associate
was approximately US$25.5 million. As at 31 December 2019,
Lansen continued to hold 6,715,972 shares in Starry, representing
approximately 4.0% equity interest in Starry. The carrying value of
the shares in Starry as at 31 December 2019 was approximately
US$9.2 million (the market value of the shares was approximately
US$40.9 million, based on the closing price of the share of Starry
of RMB42.50 as at 31 December 2019).
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Chairman’s Statement

Outlook for 2020

During the Spring Festival in 2020, the Novel Coronavirus
("COVID-19") spread rapidly in China. In order to avoid significant
population movement and gatherings, the Chinese government took
corresponding prevention and control measures. During the period,
the Group has coordinated with various parties and acted promptly,
taken preventive and control measures in a timely manner, and
procured protective equipment to ensure the health and safety of
its employees across China. Having taken active safety measures, the
Group has basically resumed normal production and operation. Year
2020 is expected to be a challenging year. The outbreak of COVID-19
will undoubtedly have certain impact on the pharmaceutical industry,
which will be mainly reflected in government investment, medical
insurance expense control, Chinese medicine, graded diagnosis and
treatment, and online sales of prescription drugs, etc.. The Company
will adjust to the situation and continue to actively advance business
development and implement the established strategy: through being
deeply engaged in the field of treatment of rheumatic immune
diseases, it will maintain the leading brand position of Lansen
products for essential drugs in the field. Meanwhile, it will actively
plan for research and development and launch of products in the
field of cosmetic and healthcare products, and strive to become an
outstanding company in the comprehensive health industry.

In terms of the pharmaceutical business, the Group will comply with
the national graded diagnosis and treatment policy, and make use of
medical consortiums and other medical resources to implement the
channel expansion strategy, through hospitals, businesses and retail
channels, covering secondary and tertiary hospitals and grass-roots
hospitals. It will actively promote its products to grass-roots medical
institutions and retail pharmacies. At the same time, the Group
will actively explore the digital marketing model and information
dissemination, make use of the databases of patients and doctors,
give full play to the brand advantages of the Company’s products for
treating chronic diseases, and embrace the opportunities brought by
the implementation of online medical insurance policies. Based on the
national “Healthy China 2030” Planning Outline and the significant
opportunities for the application and development of traditional
Chinese medicine in the world, in addition to focusing its research
and development resources on the widening of the indications of
Pafulin for sjégren’s syndrome and international application, the
Group has fully tapped into its rich resources of Chinese medicine
products, accelerated the resumption of production of its Chinese
medicine generic drugs, and provided more products to support the
development of the grass-roots hospital and pharmacy market. The
Group will continue to expand the coverage of products shipped
and sold by it and promote all of its products through all channels
to further enhance the size of sales and profitability of the Group’s
pharmaceutical business.

BB B[R B R A A Lansen Pharmaceutical Holdings Limited g
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The Group will continue to strategically and prudently accelerate
the development of its cosmetic business. It plans to secure long-
term support of customers for San Parietti (high-end skin care
products with small molecule collagen and cytokine) product series
(high-quality whole series, moderate-priced) while serving high-end
customers with Fillderm injections, thus forming a linkage between
cosmeceutical and skin care. In 2020, the Group will continue to
improve its business in the cosmetic industry, and plans to open self-
operated exclusive skin care stores, experience stores and several
associate franchised stores in Beijing, Shanghai, Chengdu, etc. and to
rapidly expand its business in the cosmetic business sector through
the business model of self operation and joint operation with
franchised stores. Meanwhile, it will further improve the application
and promotion of Fillderm. In 2020, based on San Parietti anti-aging
series and Merce MM functional skin care series of products, which
have been launched, it will accelerate the research and development
of its youth sports series to enrich its skin care series product
portfolio.

In 2020, the Group will continue to create a high-quality plant
extract product brand with Natural Dailyhealth as the healthcare
business development platform. In terms of the strategy, the Group
will continue to adhere to the strategy of high-quality products and
large customers, giving priority to the promotion of high-profit and
featured products, and strengthening its qualifications and brand
advantages. Meanwhile, it will review the 2019 business strategy of
launching functional food series which is based on the concept of
“in Chinese medicine, herbals and food are considered sharing the
same origin”.

Looking to the future, the Group will actively seize the opportunities
brought by the national strategy of healthy China and the
revitalisation of traditional Chinese medicine, to develop and
promote distinctive pharmaceutical products, healthcare products
and cosmetic products. Through internationalisation and continuous
innovation, the Group will promote the sustained and stable growth
of its business and achieve a win-win outcome for its shareholders,
customers and employees.

Wu Zhen Tao
Chairman
Hong Kong, 31 March 2020
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Business Review

According to the 13th Five-Year Plan for Deepening the Reform of
the Medical and Health System, China’s policies were frequently
published in 2019 to comprehensively deepen the reform of the
system and advance the building of a healthy China.

The revised Pharmaceutical Administration Law of the PRC, which
came into force on 1 December 2019, mainly involves the adoption
of the marketing authorisation holder system, the change in
the drug approval system, cancellation of GMP certification of
drug manufacturing enterprises, improvement in the drug life
cycle supervision system, clarification of drug supervision and
administration responsibilities, improvement in supervision and
administration measures, and toughening of penalties for enterprises
and persons responsible for enterprises violating laws. Ningbo Liwah
Pharmaceutical Company Limited (“Ningbo Liwah”), a subsidiary of
the Group engaged in production of medicines and Ningbo Lansen
Pharmaceutical Company Limited, a subsidiary of the Group engaged
in dealing in medicines, have obtained GMP and GSP certifications.
They will strictly comply with corresponding laws and regulations, as
well as quality and operation standards.

On 25 September 2019, the Implementation Opinions on Expanding
the Regional Scope of the Pilot Programme for Centralised
Procurement and Use of Drugs Organised by the State was issued
by nine departments including the National Healthcare Security
Administration of China, which means that after its implementation
for half a year, the Pilot Programme for Centralised Procurement
and Use of Drugs Organised by the State will be implemented
nationwide. Up to now, the relevant procurement list does not
include pharmaceutical products of the Group. With the gradual and
in-depth implementation of the policies of centralised procurement
of drugs and consistent quality and efficacy evaluations, there has
been a significant change in the medium-and long-term outlook for
generic drugs. The Group will focus on and accelerate the research
and development of its self-owned products and exclusive products,
and focus its resources on the widening of the indications of Pafulin
for sjogren’s syndrome, international application, and resumption of
production and sales of generic medicine products.

BA 482 4% R B BR A & Lansen Pharmaceutical Holdings Limited 11
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On 5 June 2019, the National Healthcare Security Administration, the
Ministry of Finance, the National Health Commission, the National
Administration of Traditional Chinese Medicine jointly issued the
Notice on the List of National Pilot Cities for DRG Payment, selecting
30 cities including Beijing as national pilot cities for diagnosis-related
group (DRG) payment. When the DRG payment policy is practically
implemented, it will have a profound impact on the ecology and
landscape of the pharmaceutical industry. The policy, which was just
implemented on a pilot basis, had a limited impact on the Group’s
results in 2019. The Group will, in a timely manner, pay close
attention to national policies and regulations, strengthen the study
on clinical guidelines in relevant medical and professional fields, and
continue to enhance the professional promotion capability of the
Company.

For 2019, the Group recorded a total revenue of approximately
US$54.3 million (2018: US$56.9 million), representing a decrease of
4.6% from last year; profit from operations of approximately US$4.0
million as compared with the loss of approximately US$0.6 million in
2018; and net profit of approximately US$18.3 million, representing
a significant increase as compared with approximately US$0.2 million
in the previous year. This was mainly because (1) during the year,
the Group’s revenue from its self-owned specialty pharmaceutical
products (including Pafulin and Sicorten Plus) increased by
approximately US$7.7 million as compared with last year, offsetting
the decline in revenue from agency products, but since the gross
profit margin of its self-owned specialty pharmaceutical products was
higher than that of agency products, the Group's overall gross profit
rose by approximately US$3.1 million, with the gross profit margin
rising from 53.2% in 2018 to 61.4% in 2019; (2) the gain on partial
disposal of shares of Starry in 2019 was approximately US$25.5
million, representing a significant increase as compared with US$5.1
million in 2018; and (3) the net profit was partially offset by (i) the
provision for impairment of intangible assets of approximately US$5.5
million; and (ii) the write off of the put option granted by Natural
Dailyhealth amounting to approximately US$1.9 million, according to
the announcement of the Company on 21 June 2019 with regard to
the non-exercise of the put option granted by Natural Dailyhealth.
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Management Discussion and Analysis

For 2019, revenue of the pharmaceutical segment amounted
to approximately US$50.6 million (2018: approximately US$48.1
million), representing an increase of 5.2% as compared with 2018;
gross profit amounted to approximately US$33.0 million (2018:
approximately US$27.6 million), representing an increase of 19.4%
as compared with 2018; and the segment profit amounted to
approximately US$16.7 million (2018: approximately US$12.7 million),
representing an increase of 31.2% as compared with 2018. The
increase in the revenue and profit of the pharmaceutical segment
was mainly due to the sales of the Group’s self-owned specialty
pharmaceutical products (including Pafulin and Sicorten Plus).

For 2019, revenue of the cosmetic product segment amounted to
approximately US$0.2 million (2018: approximately US$2.3 million),
representing a decrease of 92.1% as compared with 2018, mainly
due to the decrease in sales revenue from agency products; gross
loss amounted to approximately US$0.1 million (2018: gross profit
of approximately US$1.4 million), which was mainly the gross loss of
US$0.2 million arising out of the disposal of the inventory of agency
products; and the segment loss amounted to approximately US$1.6
million (2018: approximately US$0.2 million).

The Group developed the healthcare business with Natural
Dailyhealth as a platform. For 2019, due to the continuous
structural and capacity adjustments, the revenue of the healthcare
product segment amounted to approximately US$3.5 million (2018:
approximately US$6.5 million), representing a decrease of 45.4% as
compared with 2018; gross profit amounted to approximately US$0.5
million (2018: approximately US$1.2 million), representing a decrease
of 58.6% as compared with 2018; and the segment profit amounted
to approximately US$0.2 million (2018: approximately US$0.6 million),
representing a decrease of 71.3% as compared with the previous
year. The results of operations of the healthcare business will be
reflected in profit or loss of Natural Dailyhealth, an associate of the
Group. The gross profit from certain plant extract products of Natural
Dailyhealth was under pressure due to the decrease in selling prices
during the year, and the share of loss from Natural Dailyhealth in
2019 was approximately US$0.9 million (2018: approximately US$0.8
million).
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Pharmaceutical segment

In 2019, China’s medical system reform continued to be deepened,
with rapid implementation of policies, drug cost and quality control,
medical insurance expense control for reasonable expenditure, as
well as medical and health policies tilting in favour of grass-roots
medical institutions. Under the guidance of national policies, the
Group continued to implement the policies formulated last year.
With the development orientation of “giving priority to self-owned
products, profit and cash flow” and according to the characteristics
of its product portfolio, the Group has expanded its channels to
cover third and lower-tier cities, and reorganised or established five
sales teams, namely, mature market team, emerging market team,
commercial distribution team, OTC team and Zhejiang Province sales
team, to sell its products through hospitals, businesses and retail
channels, covering secondary and tertiary hospitals and grass-roots
hospitals, grass-roots medical institutions and retail pharmacies. It
has enhanced academic promotion and extended its reach to top-
tier hospitals. It has widened and deepened its reach to grass-roots
hospitals through partners. As a result, there has been an increase
in OTC sales coverage and sales in the Zhejiang Province.

At present, the Group’s pharmaceutical business is recovering after
the strategic adjustment and the Group continues to focus on
specialty pharmaceutical businesses in the fields of rheumatology
and immunodermatology. In 2019, benefiting from the business
strategy of enhanced development of self-owned products, the sales
of Pafulin and Sicorten Plus significantly increased as compared with
the same period of last year. On this basis, the Group reviewed
the products for which production and sales could be resumed,
and accelerated the resumption of production of Chinese medicine
generic drugs. At the same time, the Group continued to increase
its research and development investment for core products including
Pafulin in terms of mechanism of action, new indications and
product internationalisation. It has successfully obtained the implied
permission for the clinic trials of primary sjogren’s syndrome, and
will organise and carry out clinical trials in accordance with national
clinical trial requirements.

With the continuous deepening of the medical reform, the ecology
of the pharmaceutical industry will change constantly. In the medium
and long term, the pharmaceutical industry is still a sunrise industry
with continuous growth in the market size. The Group will adhere
to its development strategy and adjust its business strategy in
accordance with national policies in a timely manner to continuously
stabilise and enhance its position in the market and achieve healthy
and sustainable development.
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Management Discussion and Analysis

Cosmetic segment

In 2019, the Group focused on developing skin care product lines,
and investing resources to open up sales channels. During the year,
it completed the acquisition of a 20% equity interest in Tianjin
Robustnique Biotechnology Co., Limited, and focused on and
accelerated the research and development of its self-owned products,
with the research and development capability of the company. The
San Parietti anti-aging series of products and San Parietti Merce
MM functional skin care series of products have been launched into
the market. Meanwhile, efforts have been made to advance the
research and development of San Parietti youth sports series, which
is expected to be launched in 2020. The Group plans to open self-
operated exclusive skin care stores, experience stores and several
associate franchised stores and to rapidly expand sales channels of
the Company in the skin care segment through the business model
of self operation and joint operation with franchised stores. The
Group believes that the development of its self-owned products will
optimise its product portfolio, and the distinctive, high-quality, high-
end skin care products are expected to generate revenue successively
for the Group.

At the same time, the Group has invested resources to open
cosmeceutical sales channels. During the year, the Group has re-
established a professional sales team to carry out cooperation with
chain cosmeceutical institutions. It plans to secure long-term support
of customers for San Parietti product series through serving high-
end customers with Fillderm injections, thus forming a linkage
between cosmeceutical and skin care. The Group will develop sources
of customers for self-operated cosmeceutical institutions, further
improve the application and promotion of Fillderm, and will review its
business strategy from time to time during the development process.

Healthcare segment

In 2019, the Group continued to develop its healthcare business
with Natural Dailyhealth as a platform. Under the support from the
national strategy of “comprehensive health”, it actively adjusted the
sales strategy and established a more professional team according
to the strategy. In terms of the market expansion strategy, it was
deeply engaged in producing key products. It planned to improve
the quality and competitiveness of relevant products by procuring
raw materials directly from high-quality foreign sources. At the
same time, it planned to enhance the acquisition of domestic and
foreign customers and establish long-term cooperative relations
with key customers. Also, it reduced the production cost of existing
commodities and improved its core competitiveness by optimising
the raw material procurement process, technology, technological
transformation and other measures.
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In 2019, it launched the first functional product that was based on
the concept of “in Chinese medicine, herbals and food are considered
sharing the same origin”. In the future, it will review the sales and
business strategies suitable for healthcare products. In terms of
healthcare products, Natural Dailyhealth has applied to the National
Medical Products Administration for registration and approval of
several healthcare products.

Investment

The Group disposed of a total of 9,729,028 shares in Starry in 2019
with total proceeds of RMB300.0 million (equivalent to approximately
US$43.5 million). The Group’s gain on partial disposal of an
associate was approximately US$25.5 million. After the disposal,
Lansen continued to hold 6,715,972 shares in Starry, representing
approximately 4.0% equity interest in Starry. The carrying value of
the shares in Starry as at 31 December 2019 was approximately
US$9.2 million (the market value of the shares was approximately
US$40.9 million, based on the closing price of the share of Starry
of RMB42.50 as at 31 December 2019).

Financial Review

Revenue

The Group recorded a revenue of approximately US$54.3
million (2018: approximately US$56.9 million) for the year ended
31 December 2019, representing a decrease of 4.6% over the
corresponding period of last year.

For the year ended 31 December 2019, revenue from
pharmaceuticals amounted to approximately US$50.6 million (2018:
approximately US$48.1 million), representing an increase of 5.2%
over the corresponding period last year. Revenue from cosmetics
products amounted to approximately US$0.2 million (2018:
approximately US$2.3 million), representing a decrease of 92.1%
over last year. Revenue from healthcare products amounted to
approximately US$3.5 million (2018: approximately US$6.5 million),
representing a decrease of 45.4% over the corresponding period last
year.

Pafulin, the Group’s core specialty pharmaceutical product, recorded
a revenue of approximately US$38.2 million (2018: approximately
US$32.4 million). Sicorten Plus recorded a revenue of approximately
US$4.5 million (2018: approximately US$2.6 million), representing an
increase of 75.0% over last year.
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Management Discussion and Analysis

Gross profit

For the year ended 31 December 2019, the Group recorded a gross
profit of approximately US$33.3 million (2018: approximately US$30.3
million), representing an increase of 10.1% over the corresponding
period last year. For the year ended 31 December 2019, the overall
gross profit margin was 61.4% (2018: 53.2%), representing an
increase of 8.2% over the corresponding period last year.

The increase in overall gross profit margin as compared to last year
was mainly attributable to the changes in product sales mix. The
sales proportion of pharmaceutical products, which have higher gross
profit margins, to the total revenue increased from 84.5% in 2018
to 93.1% in 2019.

Other income

Other income amounted to approximately US$3.7 million (2018:
approximately US$2.2 million) for the year ended 31 December 2019,
representing an increase of 65.9% over last year, which was mainly
because (i) the Group received an one-off compensation income of
approximately US$1.4 million in 2019 from a supplier for the early
termination of a distribution contract of an agency product; and (ii)
the government grants received in 2019 increased by approximately
US$0.3 million compared to last year. Government grants received
by the Group primarily came from the local government and were
partly used as recognition of the Group'’s efforts in developing high-
technology pharmaceutical products.

Selling and distribution expenses

For the year ended 31 December 2019, the selling and distribution
expenses of the Group increased by 5.4% to approximately US$18.0
million from approximately US$17.1 million in the corresponding
period last year. The proportion of the selling and distribution
expenses of the Group to the total revenue of the Group increased
by 3.2% to 33.3% for the year ended 31 December 2019 from
30.1% in the corresponding period last year. The increase was mainly
because of the increase in the expenses on marketing and academic
promotion.
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Management believed that the marketing model and academic
promotional advantages of pharmaceuticals and cosmetics products
are the key factors in maintaining the Group’s leading market
position. The Group endeavoured to enhance market recognition of
its pharmaceutical and cosmetics products and has actively launched
educational activities. By organising academic conferences across
China, doctors and users were able to have a better understanding
of the pharmacology, efficacy and benefits of these products.

Administrative expenses

For the year ended 31 December 2019, administrative expenses
amounted to approximately US$15.3 million (2018: approximately
US$15.9 million), representing a decrease of 3.9% over last year.
The proportion of the administrative expenses of the Group to the
total revenue of the Group increased by 0.2% to 28.1% for the year
ended 31 December 2019 from 27.9% in the corresponding period
last year.

Finance costs

For the year ended 31 December 2019, finance costs of the Group
increased by approximately US$0.1 million. This was mainly due to
the increase of average interest rate of bank borrowings.

Share of post-tax result of associates

Share of post-tax result of associates for the year ended
31 December 2019 amounted to approximately US$1.3 million (2018:
approximately US$0.9 million).

Income tax expense

Ningbo Liwah has obtained the certification as a high-technology
enterprise and enjoys a preferential income tax rate of 15%.
According to the Enterprise Income Tax Law of the PRC and the
implementation rules of the income tax law, except for Ningbo Liwah,
the enterprise income tax rate for the Group’s other PRC subsidiaries
was 25%.

Profit attributable to owners of the Company

The profit attributable to owners of the Company for the year ended
31 December 2019 amounted to approximately US$18.3 million,
representing an increase by approximately US$18.1 million from
approximately US$0.2 million in the corresponding period last year.
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Management Discussion and Analysis

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 bank borrowings from time
to time when the operating cash flow is insufficient to meet capital
requirements.

As at 31 December 2019, net current assets and current ratio of
the Group were approximately US$31.0 million (31 December 2018:
net current liabilities of approximately US$2.6 million) and 1.4
(31 December 2018: 1.0) respectively.

As at 31 December 2019, the Group’s cash and cash equivalents
amounted to approximately US$20.4 million (31 December 2018:
approximately US$11.6 million). As at 31 December 2019, the
Group had pledged bank deposits of approximately US$27.4 million
(31 December 2018: approximately US$22.0 million) to secure bank
borrowings.

The Group’s borrowings as at 31 December 2019 amounted to
approximately US$60.5 million (31 December 2018: approximately
US$87.2 million).

As at 31 December 2019, the Group’s net debt-to-equity ratio
was 12.6% (31 December 2018: 60.7%), calculated by net debt
(borrowings minus cash and bank balances) at the end of the year
over total equity.

The exposure of the Group’s transactional currency to foreign
currency risk was minimal as most 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 would closely monitor foreign exchange exposure and
consider hedging foreign currency exposure when necessary.
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Charges on assets

As at 31 December 2019, certain bank deposits and bills receivables
in an aggregate carrying amount of approximately US$34.1 million
(31 December 2018: certain bank deposits of approximately US$22.0
million) and Starry’s listed shares with market value amounting to
approximately US$25.6 million (31 December 2018: US$40.7 million)
were pledged to secure banking facilities and banking borrowings
of the Group and bank borrowings of a fellow subsidiary.

Capital commitment

As at 31 December 2019, the Group’s capital expenditure contracted
for but not provided in the consolidated financial statements
amounted to approximately US$1.1 million (31 December 2018:
US$3.6 million).

Financial guarantee issued

The Group has issued a guarantee to a bank in respect of borrowings
made by Jilin Haizi Bio-Engineering Technology Company Limited
(“Jilin Haizi"), a fellow subsidiary of the Group. Under the guarantee,
the Group is liable for a maximum of RMB130,000,000 (equivalent
to approximately US$18,635,000) borrowings drawn by Jilin Haizi
from the bank. The maximum liability of the Group at 31 December
2019 under the guarantee issued represents the amount drawn
down by Jilin Haizi of RMB130,000,000 (equivalent to approximately
US$18,635,000) (31 December 2018: RMB107,460,000 (equivalent to
approximately US$15,657,000)).

Save as mentioned above, the Group did not have any material
contingent liabilities as at 31 December 2019.

Material acquisitions and disposals

During the year ended 31 December 2019, the Group has disposed
of a total of 9,729,028 shares in Starry via on-market sales on the
Shanghai Stock Exchange. The gross proceeds from the disposal were
in an aggregate RMB300.0 million, and the Group recorded a gain
on partial disposal of an associate of approximately US$25.5 million.
As a result of the disposal, the Group’s holding in Starry has reduced
from 10.6% to 4.0%.



ABER

ﬁA:%—jLi-F_H:-F—EI AEEFHG24
FZET -HE2—ZT—NF+-A=+—HILHF
E'Elﬁ$ﬁ%B5§E%E $%@ZE
THME2E@MALERE  FEER - 17
X¥LB AT EBEmET ETE
& R EBEERRBREARES -

& %—ﬁ

AEBEZETHMERREFKE YEF
Fmad Fﬁ%grtﬂﬂ%ﬁfﬁglmiﬁ&%«
EER AKEBRBABRERITEH 2K
AAMBTREBRERAEI)  YEZBHETS
INEAREEEFER 2 HHIRE -

& HA ﬁ%lﬁ
BT -_ZF—A# FUTHKRES
(fcovID- 19J)E’Uk§§§‘%ﬁ£ii%ﬁﬁi§t%§$7%

2 .HERZUBERERBE - COVID-1974] &
ﬂ$%lmﬂiﬁ%% EUR A COVID-191E

ZEVBRABPROBRREXER - M
AEBNKEBERARNLBRE- B - AIAXE
BN BRRIGRINTE  ERZFEHB
BREMEZAAERTERE - AKEE

BEBECOVID-IOM B IBERR  T2EGE
HEBBREAEBTERIREEEEN
B

EEERRE D

Management Discussion and Analysis

Human resources

The Group had over 624 employees as at 31 December 2019
with employee costs of approximately US$13.5 million for the
year ended 31 December 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 the staff and encourages them to participate in
training programmes related to the Group’s business.

Event after the reporting period

Since January 2020, the outbreak of Novel Coronavirus (“COVID-19")
has impacted on the global business environment. Up to the date
of these financial statements, COVID-19 has not resulted in material
impact to the Group. Pending the development and spread of
COVID-19 subsequent to the date of these financial statements,
further changes in economic conditions for the Group arising thereof
may have impact on the financial results of the Group, the extent
of which could not be estimated as at the date of these financial
statements. The Group will keep continuous attention on the
situation of the COVID-19 and react actively to its impact on the
financial position and operating results of the Group.
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Introduction

In order to be in compliance with the requirements as set out in
the Environmental, Social and Governance Reporting Guide under
Appendix 27 to the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”), the
Group herein report the environmental, social and governance report
("ESG Report”) for the year from 1 January 2019 to 31 December
2019, to report practices, performance and development of the
Group in corporate social responsibility in 2019 to our shareholders,
staff, clients, partners and other stakeholders.

Strategy and Management of Environmental, Social
and Governance Matters

With the continuous development and expansion of the scale
of enterprise, the Group is gradually integrating the sustainable
development strategy into its overall development strategy system.

EPWES: BB

FBEMERASEMNELE  REMXE

AFRREKFMNAETEE  BRER BEX- REM BEHTENHBEES
RHRE@BFRACME B THEA BREEMTERF - REXBHNEE
BRFENZKNME ° RELR BERRR -FEFMEIH
EEXF -
Our mission: Our vision: Our strategy:

Provide customers with quality
products and services to improve
people’s health and quality of life, while
maximising the investment return to
shareholders and satisfy the personal
development needs of the staff.
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To become a
enterprise
industry.

To develop and promote the distinctive
products of pharmaceutical, healthcare
and cosmetic, and promote the
continuous and steady growth of
its business through merger and

reputable
in the healthcare

acquisition, integration, international
cooperation and continuous
innovation, and realise the win-win

value of shareholders, customers and
employees.



RIE-HERERHS

Environmental, Social and Governance Report

MNEHEBLESHE
RECXEENERBR  RFANF AR
NIBRBMTRTEEERE REE T
FEEEE HER BT #E- FAITXE
Z HEREHEAR - —T-AF - RAX
EEAATHAESMEEE T ETR
NEHFRALERES

Fl#=E B
Stakeholders
BFEITHEEERE

Governmental and industrial regulators

REE

Investors

BEPEHEEE

Customers and consumers

e
Suppliers

Participation of stakeholders

According to the operation situation of the Company, our
stakeholders are mainly governmental and industrial regulators,
investors, customers and consumers, suppliers, employees, the
community, industry peers, media and the general public. In 2019,
we communicated with stakeholders mainly by the following
methods to better fulfill our social responsibilities:

FlZ=EESTBEBAR
Methods of communication with stakeholders
BN2EBER BT EEEITERE

Government visits, supporting government projects and industry
collaboration

EFxe FERRE @8R AWK @y B4 B

Board of directors, information disclosure, conference exchange,
ordinary visits, website, mail, telephone

BMMNE FEMLTE TPRE  EHE&T

Academic seminars, new product launching conferences, customer
service, telephone consultations

HEREENE RBBREEY  FEFE

Supplier management system, procurement tender mechanism,
annual evaluation
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Stakeholders
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Methods of communication with stakeholders

8T ITg BIRKKRKRS ZHUE) 288 XBEY BF
B THEFR

Employees Trade union, employee congress, multi-type training, safety
management, cultural and sports activities, health examination, paid
annual leave

v N EE  EEEED

Community Community activities, volunteer work

EE$ TREH TEREBEEH

Industry peers

REmRteanR

Trade organisations, forums and conferences
EEWTE - EISEA - KB EmEH - Buh

Media and general public Information disclosure, public opinion monitoring, media

communication mechanism, website

B
B R A B R S R
B BRETERERARER  UBET
AT SRR EES SRS

Environment

The Group pays attention to the issue of pollutant emissions in the
course of production on an ongoing basis. It strictly observes the
laws and regulations of the country and has formulated the following
measures in an effort to combat the emission of various pollutants:

1. BRUEBBELRREEAR R 1
T-=F8E  BEERRENE BRI
BR/RRR WEMBERRERNTMF o
WEMBRROWEE - BREIRAUE

Ningbo Liwah actively promotes energy restructuring. Since
2013, it has substituted oil with natural gas as the fuel for
its boilers used for production two years earlier than required
by the local policy. Ningbo Liwah also added residual heat
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recovery units and paid attention to the use of steam at all
times. When excessive steam flow was identified, Ningbo Liwah
will contact all departments that use steam and arrange staff
to check if the steam valves of equipment are properly closed
to reduce unnecessary steam waste, natural gas usage and
carbon dioxide emissions.

Compulsory categorisation of domestic, industrial and
hazardous wastes is introduced and staff is encouraged to
categorise wastes autonomously and scientifically. An external
treatment company is regularly engaged to transport and
dispose of such wastes.
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The Group stresses the importance of hazardous wastes
management and puts in place a series of management
procedures for production, temporary storage, transfer,
warehousing, handling and filing as well as a dedicated
warehouse for hazardous wastes. In order to prevent the
leakage of hazardous wastes from the warehouse into the river,
the warehouse has been renovated to avoid the wastes leaking
into the river.

As for sewage treatment, Ningbo Liwah has installed a
dedicated sewage treatment facility. By separating rainwater
and sewage, Ningbo Liwah has ensured that water directly
discharged to the river is rainfall. Sewage disposed of by
treatment plant would entirely meet the discharge standard of
municipal pipelines.

Regarding waste gas treatment, raw materials storage
and transmission segments, Ningbo Liwah Pharmaceutical
Company Limited Zhenhai Branch (“Liwah Zhenhai Branch”)
reduces the production of organic waste gas in the storage
and transmission segments through centralised storage and
pipe transmission. Furthermore, in the exhaust gas and
sewage treatment segments, various devices have been
installed to mitigate the impact of waste gas produced on
the environment. In addition, by engaging independent third
parties, a work plan is developed every year, conducting regular
examinations and timely repair, thereby effectively reducing the
emission of organic waste gas and monitoring the effectiveness
of volatile organic compounds (VOCs) emission reduction
measures.

In connection with management, Liwah Zhenhai Branch has
complied with the requirements of local environmental bureaus
to continue to enhance enterprise VOCs emission reduction
measures. Meanwhile, 1SO14001 internal and external audits
are conducted annually to improve the effectiveness of organic
waste gas recovery equipment and exhaust gas absorption
devices from different perspectives based on the annual
performance targets.
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Regarding solid wastes, Liwah Zhenhai Branch has
strengthened the cooperation between recycling enterprises to
alleviate the pressure of general solid wastes disposal on the
environment and recycle more resources by adopting diversified
disposal methods such as organic fertilisers and biomass fuel
granules production.

The Group specially sets up an environmental protection
and energy management office to constantly monitor the
Company’s daily energy consumption and environmental
protection. The Group monitors its emission indicators
stringently according to the requirements of emission volume
and standards under relevant laws and regulations, which
primarily include:

. Environmental Protection Law of the PRC
. Air Pollution Prevention and Control Law of the PRC
o Prevention and Control of Environmental Pollution by

Solid Wastes of the PRC

° Water Pollution Prevention and Control Law of the PRC

. The Law on the Prevention and Control of Noise Pollution

of the PRC

o Integrated Wastewater Discharge Standards (Ningbo local
standards)

. Air Pollutant Emission Standards for Boilers (Ningbo local
standards)

° Contingency Plans for Environmental Emergencies (filed

to Ningbo Environmental Protection Bureau)



RIE -HEREGHS

Environmental, Social and Governance Report

AEBAREENIERMASSEERY
HAEE HEEKLLEHRNRERRRER
KEBBUEE - AKEEBETHERME
BREBHEEREARRARELENES 41
MASHEER NEBRBERE SEES
BRCPEARKMBEBREEREE) I
HIEARBEGIE - £ HED AR - BS
BHHBER  BAUESLEELEBRETHE
RAGEXRNTZERE AREGNBEE
RERMNBEENEE RALSEBEE
MBLEEREE-

AEBEESEEERR - EDIME - BE -
BOSHER - AKEGELEEBETBRETS
TERE  RARMEE - THRELEDEIRER
B ZREAAERRE - A KORKE K -
REREERAESAES - RIERKERASHR
CYEHER BHONSEER AEBTESE
BIRG2MBEREMERIEND KR - T
RABTIRARES - AEEEK REESR
AEBZFHEEEETARE - FAAMRBIAA
B EEBEEER - AR E KR = MR
BEGEEETTERCHAHR  BADRE
ZH K ARTE - EERT S HAF
XBLTARBHBEROERRE - 25K
BEMIERGREFRR LB E20% °

AEBETEZZERD  SEREEHNER
MABEEELT  SHAMAIERE - &
MAE - BRREETT R - R AE R~ K
B BAZARERLERNEM -

Raw materials used by the Group for production primarily include
various extracts and Chinese herbal medicines, and the production of
which may have very minor impact on the environment and natural
resources. The Group actively fulfills its social responsibilities and
always follows the philosophy of maintaining the balance between
development and environment protection by employing various
resources reasonably to protect the environment. The Group abides
by the Cleaner Production Promotion Law of the PRC stringently
and has established relevant systems to further the goals of energy
saving, consumption reduction, pollution mitigation and effectiveness
enhancement with the aim of minimising the impact of its production
and operation on the ecological system. The Group also deepens
its collaboration with recycling enterprises to increase the recycling
value of solid dreg wastes.

The Group advocates green production with the goals of energy
saving, consumption reduction and pollution mitigation in mind. The
Group reduces the use of resources by optimising its production
process and improving its technologies, together with the use of
LED lighting, installation of steam timers, recovery of purified and
concentrated water, adoption of variable frequency control for large
equipment and implementation of residual heat recovery for boiler
water. In addition, the Group also encourages its staff to participate
in the design of energy saving solutions and continues to raise their
awareness of environmental protection. Waste water, waste gas
from boilers and noise produced by the Group are all tested against
relevant standards and requirements. The Group has carried out
automation upgrading on the air conditioning and boiler systems of
its plants. The substitution of human adjustment by auto-induction
has released the labour force as well as reduced the energy waste
caused by human adjustment. Air conditioning and boiler systems
recorded a year-on-year decrease of 20% in terms of energy
consumption.

The Group also supports a green office objective by merging low-
carbon operation into its production process and aims at low
carbonisation, paperless and energy saving by reducing the use of
natural resources and energy such as fossil fuels, water, electricity
and timbers.
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Major emissions during the reporting period are as follows:
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Major resources during the reporting period are as follows:
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Natural Gas Steam Packaging Materials
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Corporate Culture

The Company aims to continue its business in prescription drugs for
autoimmune rheumatic diseases and become the number one brand
for basic medication in this field. It will also have an active presence
in cosmetic, healthcare products, precision medicine and other fields
and strive to become a diversified outstanding company in the
comprehensive health industry. Professionalism, internationalisation,
continuous innovation, and vitality are our corporate culture, and it
is our relentless pursuit to help people live a happy and healthy life.
The Company promotes team cooperation, and has defined clear
individual responsibilities and established values of responsibility,
pragmatism, open-mindedness and sharing. It aims to provide its
customers with high-quality products, to create high-quality life for
its employees, to obtain high-quality investments for its shareholders
and to diligently perform its corporate responsibilities for the society.
It inherits and introduces innovations on traditional medicine theory
in order to develop and lead the future healthcare business.
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Employee Guidelines

On the principle of respect and fairness, the Company is committed
to creating a harmonious and healthy working environment, and
fair and developmental workplace atmosphere, and also follows
the above principles in providing employment opportunities,
remuneration, training, performance assessment and promotion, and
has never discriminated on the grounds of gender, age, ethnicity,
religion, culture and educational background. It is committed to
providing all employees with an equal development platform and
protecting their lawful interests, and strives to create a healthy
and harmonious working environment. The Group’s employment
policies strictly followed the prevailing laws and regulations regarding
compensation and dismissal, recruitment and promotion, working
hours, rest periods, equal opportunity, diversity, anti-discrimination,
and other benefits and welfare.

The labour contract of the Group is based on the Labour Law
promulgated by the state and the relevant labour laws and
regulations of the local governments, and it shall have immediate
legal effect once signed. The Group’s standards for staff recruitment
and deployment are in strict compliance with the relevant labour
laws and regulations of the PRC. The Company is mainly subject to
the following laws and regulations:

. Labour Law of the PRC

Labour Contract Law of the PRC

Law of the PRC on the Protection of Minors

Provisions on the Prohibition against the Use of Child Labour
(State Council Order No. 364)

o Special Provisions on Labour Protection of Female Workers in
Zhejiang Province

o Standards for Distribution of High-temperature Subsidies in
Zhejiang Province

In 2019, the Company did not violate any of the above laws and
regulations.
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Employment Policy

The Group aims to attract excellent talent to the Group through
recruitment and selection and provides multiple career development
opportunities for internal employees, jointly contributing to the
development of the Group. The Group pays attention to and
understands professional development and expertise of each talent,
assigns talent to appropriate posts to the extent possible and cares
for its employees to achieve the goal of joint development of the
employees and the Group.

The Company provides scientific performance and development
management to each employee, effectively links strategic objectives
of the Group to the objectives of the individual and the team for
quantitative management, and ensures individual development and
growth of the employee as well as achievement of performance
target.

The Group annually adjusts the remuneration of the employees
according to comprehensive performance, current remuneration,
remuneration level in the market, business environment, and
inflation rate and other information to ensure the Company’s overall
compensation has certain market competitiveness. The Company also
makes contributions to pension, medical insurance, unemployment
insurance, work-related injury insurance, maternity insurance
and housing fund for its employees in accordance with national
regulations. Regardless of nationality, religious belief and gender, the
Group signs written labour contracts with all employees. In order to
protect collective rights and interests of the employees, Collective
Wage Agreement and Collective Labour Agreement are signed by
labour union and the Group through coordination.

The Group has been committed to selecting, motivating and retaining
excellent employees in a forward-looking way. Organisational
development and talent management of the Group focus on
continuously providing employees with a sound training development
system and reasonable performance evaluation, formulating a
scientific career development channel, and concerning about staff
recognition and motivation, so as to provide long-term impetus for
learning and development, and ultimately achieve the long-term goal
of building the capacity of the whole organisation.

Every progress made by the Group is closely related to the efforts
of its employees. The Group also allows its employees to share the
fruits of success in its development in order to ensure that employees
can receive values fairly based on their contributions.
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Working Hours

In order to protect labour and rest rights and interests of the
employees and help its employees strike a balance between work and
life, the working hours of the Group’s employees is in compliance
with the requirements of the Labour Law of the PRC and the Labour
Contract Law of the PRC. Under the working system of the Company,
administrative and managerial staff work 40 hours per week and
production staff work in shifts and take turns to have holidays.
Sales staff work irregular hours. If any employee is required to work
overtime, he/she will be compensated correspondingly by the Group
in accordance with the relevant PRC labour laws and regulations. The
employees’ days off and statuary holidays are in compliance with
the requirements of the national labour laws.

Staff Structure

We encourage and respect diversity. The Group has employees of
different genders, ages, skills, educational background, industry
experience and other qualities to achieve an optimum structure and
balance.

Rights and Benefits of Employees

While creating economic benefits, the Group also actively protects
and safeguards the interests of its employees and improves the
welfare of its employees. It attaches great importance to improving
the sense of belonging of its employees and increasing its cohesion.

All employees of the Group are entitled to paid leaves. In addition
to the statutory holidays, its employees also receive bonuses,
allowances, subsidies and benefits provided by the Group in
accordance with the relevant systems of the PRC and the Group.
In addition to basic medical insurance contributions, the Group also
makes commercial accident insurance and supplementary pension
contributions as well as provides unionised mutual aid hospitalisation
insurance for critical illness for its employees and medical insurance
cover for its female staff so as to complement the basic medical and
pension insurance contributions. Furthermore, the Group reimburses
those employees who meet specified conditions for a certain
proportion of their medical expenses to reduce their burden. During
the reporting period, the Group visited its sick and retired employees
and provided them with care and assistance in the form of money
and supplies.
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The Group has established a labour union and a workers’
representative assembly in accordance with the law, aiming to
protect the lawful interests of all of its employees and provide free-
flowing communication channels for its employees. In addition, the
Group keeps every employee informed of its latest development and
actively listens to their opinions and suggestions through its office
automation platform (the “OA Platform”), corporate emails, internal
periodicals, bulletin boards and questionnaires, and takes relevant
remedial measures to tackle problems that are of concerns to its
employees in order to protect their interests.

In order to enrich the leisure activities of its employees, the Group
has established a badminton association, a football association
and a basketball association, providing its employees with sports
venues and entertainment facilities including basketball courts
and badminton halls for weekly activities, and holds amateur
team competitions with Group companies, business partners and
communities from time to time. Moreover, it publishes the “New
Liwah"” internal monthly magazine, and operates a Wechat public
account named “Gather at Lansen” to enrich the cultural life of its
employees. During the reporting period, the Group had organised
activities including basketball games, badminton games, hiking,
African drum activity, which have built a platform for its employees
to exhibit themselves and conduct communication while relieving
their pressure and enriching their leisure time.

Staff Health and Safety

Employees are the most important assets and resources of the
Group. As such, the Group always puts the health and safety of its
employees in the first place. It protects the production safety of its
staff, and is committed to providing its employees with healthcare
as well as a safe, healthy and protected working environment.

The Group's production workshops are all installed with equipment
for dust, noise and poison protection. Signs of dangerous goods
are set up, and the use of those goods is regulated. For special
equipment which may cause occupational injuries, periodic
maintenance and annual check-up would be performed and those
equipment can only be used by authorised personnel. For toxic
and harmful workplaces that may cause danger, warning signs are
set up and contingency plans are formulated. Its production staff
members are provided with appliances for labour protection including
protection equipment to minimise the damages to the health of its
employees. Besides, the Group holds annual drills for fire evacuation,
self-help, first aid and escape on a regular basis to enhance the
awareness of safety and self-protection of its employees and prevent
accidents at work.
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The Group has formulated the Employee Health Management
Procedures and the Hygiene and Personal Health Condition
Management Procedures, and organises all employees to receive
regular comprehensive health examinations every vyear. For its
employees at positions with occupational hazards, the Group strictly
implements the requirements of the Law of the PRC on Prevention
of Occupational Diseases and relevant labour protection regulations,
and strives to lower the incidence of occupational diseases through
regular health examinations and resting.

The Group made every effort to improve its employees’ working
environment and facilities and had been dedicated to providing a
warm and comfortable working environment for all of its employees.
The Group advocates smoke-free office and strictly prohibits smoking
in the factory area. In addition, the Group has canteens at different
workplaces, providing various healthy food with rich nutrients every
day.

Staff Training and Development

The Group values talent and provides a platform for its development
by conforming to the philosophy of common development of the
Group and employees. In 2019, it continued to build a learning-
oriented organisation and promote an all-round talent training system
covering new employee induction, special production management
training, special sales and marketing training, general skills training,
a leadership development plan, team building training, etc, which
had produced positive results.

In 2019, in addition to the series of training organised by the Human
Resources Department, the pharmaceutical, cosmetics and healthcare
units also organised internal training, mainly focusing on new
employee induction training, management development training,
professional skills and continuing education. A total of more than
1,600 people participated in the training, and around 16 hours of
training per person, which comprehensively improved the business
standards and comprehensive quality of employees.
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Case 1. The 7 Habits of Highly Effective People Training Session
In mid-2019, The 7 Habits of Highly Effective People Training
Session, a two-day training organised by the Human Resources
Department of the Company, was successfully conducted in
Hangzhou, Zhejiang Province, with an aim at improving the overall
professional competence of the Company’s management, thus laying
a solid foundation for developing an excellent management team.

The seven habits are united and complementary as they involve both
individuals and team, and equally emphasise the building of sound
values and the way of doing things. Improving the potential for self-
analysis and problem solving must be started by changing values
and perception of things. In the training, trainers elaborated and
taught certain knowledge and skills specific to individuals and teams,
and further shared certain effective methods that are necessary and
practical. On the basis of their own positions, the attendees thought
deeply about the training. When it comes to individuals, they decided
to improve themselves by setting their own possible goals, and when
it comes to the team, the improved empathy and brainstorming
brought about more effective communication and teamwork.

Through the training, attendees had a clearer view on their own
personality, and became more active to seek for continuous self
improvement, bringing about improvements in working style and
more efficient communication, thus achieving win-win results for
individuals and team.

Case 2: Training for Coaching Salespeople into Sales Champions

In 2019, the Group initiated the training for coaching salespersons
into sales champion in Wuhan in order to improve the management
skills of the sales leadership, thus ensuring the sales competence of
the sales team lines up to the strategic goals of the Company. The
quality, dedication and efficiency of the members of the sales team
have a direct bearing on the success of a company. How to build
a standard sales team with execution power has become the main
learning objective for the sales managers. With the case studies,
learning of sales skills by visiting customers together, and role playing.
The training course was useful for those sales managers as it allowed
them to understand sales management from theoretical knowledge
to practice. The sales managers therefore had a good command
of sales representative fostering, management and motivation. The
well-implemented coaching effectively improved the execution power
of the front-line representatives.

The training was also part of the Company’s efforts to prepare
against future possible changes in the external market environment.



RIE -HEREAGHS

Environmental, Social and Governance Report

HEHEE
AEBRERAREEmEN LSS  BEER
mENREE RS '? R RE A ER -

@ELFﬁLA&%JEE’]/\VEFW% EaERER
AEENRA RAERERBRERELE
tEREBR RO ATER T - 780 3 1 4 78 98 5 32 25 P
ERBEMNZTE ARENMOLSER HEES
ETENERER BYRARMEER B
NRREE -

AEBERKEHERER BESRM - =
/\EEDD#AEY‘Z HE 8 BT B B BB P HE M Ay &8

B AR 2WEERHERN  -KAEEABR
ﬁ&f/\fﬁﬁi%ﬁﬁﬁm%%ﬁlkﬂ RIBFRARIZE
mEEERS B THZCEAHESE
MaE UTHEEREEH TS ey - B
EEMEFPHEE  FRRATSHMHERE
BEIEER-

Supply Chain Management

By always adhering to the principle of “Quality is the life of a
brand and Responsibility is the guarantee of quality”, the Group has
been actively developing cooperative relationships with suppliers,
distributors and customers. Under the premise of rationally reducing
the operating costs, improving the quality of products and services,
and reducing cooperation risks, the Group gives full play to the
important role of the supply chain management department in
purchasing and ordering, warehousing and logistics management,
sales and delivery etc., so as to establish the Company’s brand image
and help its development.

The Group's current business scope includes pharmaceuticals,
medical devices and cosmetic products etc., and has obtained all
relevant and valid business licences approved by relevant government
regulatory authorities. In order to ensure the efficient and effective
operation of all links in the supply chain, the Group has established
a matching supply system and processes based on the Company’s
product sales expectations, and has formed a relatively complete
supply chain management system combined with the Quality Control
Department'’s supervision of suppliers, distributors and customers.
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In terms of supplier management, the Group has formulated
Suppliers and Products Selection and Management System, Newly-
operated Suppliers Selection and Management System, New Product
Selection and Management System, Procurement Management
System etc. in accordance with the relevant laws and regulations
such as the Drug Administration Law of the PRC, Good Manufacture
Practice of Medical Products, Pharmacopoeia of the PRC, Good
Supply Practice for Pharmaceutical Products, Regulation on the
Supervision and Administration of Medical Devices and Good Supply
Practice for Medical Devices. For the firstly-purchased products,
a comprehensive qualification review of the relevant supplier is
required by the Supply Chain Management Department and the
Quality Control Department. After approval, the relevant supplier can
be categorised as a newly-cooperated enterprise, and subsequent
purchases will then be arranged by the Supply Chain Management
Department. At the same time, GMP/GSP computer management
system automatically monitors the validity period of the licences
of the suppliers. It will issue early warning when the expiration
date is near and will automatically freeze the cooperation after the
expiration date. The licence information needs to updated before
it can be unfrozen and subsequent procurement plan can be
implemented. In addition, the Quality Control Department and the
Supply Chain Management Department conduct quality reviews of
suppliers at least once a year, establish supplier quality review files,
and determine the retention or cancellation of supplier qualifications
in accordance with the Standard Operating Procedures for Supplier
Selection and Evaluation, so as to finally compile the Qualified
Suppliers List and constantly improve it according to the actual
situation. For the supply of any material, the Group guarantees
no less than two qualified suppliers to ensure the timely supply of
materials in the event of an emergency. In terms of the supply of
key materials, centralised bidding and procurement is adopted, and
suppliers are hierarchically managed to ensure reasonable resource
allocation and maximise the benefits of supply chain management.
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The Group also conducts annual quality appraisal on all of
its products. It has signed Quality Assurance Agreement with
pharmaceutical suppliers and other related product suppliers as well
as service companies, respectively. It also assesses the quality control
systems of suppliers, distributors and customers every year, and pays
close attention to quality information on the website of national
regulatory department. If the supplier does not pass the assessment
or serious quality issues are identified, the Group will suspend the
supplier’s product provisions and its downstream customers’ product
delivery immediately and freeze their qualification of procurement
and supply in its system to ensure the quality and safety of our
products.

The Group has enhanced the internal audit of its supply chain
management in 2019 and has rectified the identified deficiencies
and omissions in the daily management according to audit reports
to ensure the efficient operation of the supply chain management
system.

For the year ended 31 December 2019, the Company procured
raw materials, auxiliary materials and packaging materials from
88 suppliers with geographical distribution as follows: 68 in East
China; 1 in South China, 5 in North China; 8 in Central China;
5 in Southwest China and 1 in Northwest China. Furthermore,
there were 4 qualified cooperative suppliers, among which 3 and
1 were pharmaceuticals and cosmetics suppliers respectively, with
geographical distribution as follows: 2 in East China; 1 in Central
China and 1 Taiwan, Hong Kong and Macau. The 4 suppliers all
passed our supplier and product qualification assessment and supplier
quality management system appraisal.
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Product Quality

Policies, Laws and Regulations Concerning the Industry

The main products operated by the Group including pharmaceutical
products, medical devices and cosmetic products, etc. are all in strict
compliance with the applicable laws and regulations of the PRC
regarding product safety, which mainly include:

o Drug Administration Law of the PRC

o Rules for Implementation of Drug Administration Law of the
PRC

o Law of the PRC on Product Quality

. Good Manufacture Practice of Medical Products (China Food
and Drug Administration)

o Measures for the Reporting and Monitoring of Adverse Drug
Reactions (Ministry of Health Order No. 81)

o Good Supply Practice for Pharmaceutical Products
o Regulations on the Supervision and Administration of Medical
Devices

o Good Supply Practice for Medical Devices
o Regulations on Cosmetics Hygiene Supervision

The Group markets and promotes its products in compliance with
applicable laws and regulations in order to further protect the rights
and interests of consumers and our brand image. The Group strictly
abides by relevant laws and regulations such as the Advertisement
Law of the PRC, Measures for the Administration of Medical
Advertisements, the Drug Administration Law of the PRC, Measures
on the Examination and Approval of Medical Advertisements, so
as to ensure the advertisement and marketing activities meet the
requirements of such laws and regulations and to prevent the
occurrence of illegal advertisement which may bring adverse impact
to the Group and its brand image.
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Quality Management System

The Group is committed to ensuring the quality and safety of its
products. It provides safe and effective products for the society
based on the principle of producing medicine conscientiously and
steadfastly. Especially most of the products of the Group are
medicines. To ensure the quality and safety of products is the top
priority of the Group. It will strictly comply with relevant laws and
regulations, standardise its management, and avoid any violations of
laws and regulations. The Group is properly organised with various
departments, each of which has its own responsibility for quality
and has quality control personnel with appropriate qualification who
will be responsible for the training and appraisal of relevant staff.
We have formulated a product management quality control system
and operation code for our products in accordance with the relevant
laws and regulations of the PRC and will make relevant amendments
according to applicable laws and regulations and the actual practice
of the Group.

The Group is equipped with storage and logistics equipment
and facilities and computer management system which meet the
requirements of GSP, and would regularly check such cold chain
equipment.

As a large pharmaceutical company integrating product research and
development, production and sales, the Group has always taken
“quality oriented, standardisation first, continuous improvement,
customer satisfaction” as its quality approach. The Group strictly
complies with the relevant requirements of GMP management
standard of drugs and strictly controls the quality throughout the
production process. In 2019, the qualified rate of external sampling
of the Group’s products was 100%.

The Group has established a quality risk management system to
ensure a comprehensive quality risk assessment for various aspects,
including product research and development, supplier selection,
procurement process control, acceptance and storage management,
production process, inspection process and sales process, to ensure
the stability of the product life cycle (from research and development
to pulling off shelf of product). Quality control personnel has absolute
discretion to refuse any unqualified products identified during the
manufacturing process so as to ensure all products met relevant
quality requirements before leaving the factory.
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The Group has obtained the following certifications:

BRERE
Issuing Agency

HEEmEREEERRD
China Food and Drug Administration

I 38 AR FEIT(SGS)
Société Générale de Surveillance (SGS)

BERMEY L 2 B (MFDS)
Ministry of Food and Drug Safety

Quality Control in Operation

The Group has implemented a GMP management model for raw
material procurement, supplier management and product sales,
and has adopted a strict inspection and acceptance system for the
processes of procurement, delivery and storage of raw materials.
Regular supplier audit is performed to ensure reliable source of
raw materials. The production process strictly abides by GMP
standard management, and internal control standard management is
implemented for products, ensuring products leaving the factory fully
meet the quality requirements. The Group has formulated relevant
product recall procedures to make sure that products which have
safety defects and may endanger or adversely impact the users’
health can be recalled in a timely manner so as to ensure the safety
and effectiveness of the products for the consumers. No recall due
to product quality issue has occurred since January 2019.

Through the valuable system certification, the Company
continuously improves its quality system, keeps up with the trend of
internationalisation, and ensures that it is in line with international
standards.
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Enquiry, complaint and recall management in relation to
product quality

Our quality management department is responsible for enquiries
and complaints handling regarding product quality. Consumers or
downstream customers may give feedback and make complaints
through the Company's sales personnel or customer service
department. The quality management department will inspect and
verify the causes based on the feedback before making a reply.
As for production issues, the quality management department will
forward the issues to suppliers or manufacturing enterprises for
their inspection and reply. Preventive and follow-up measures will be
formulated for repetitive issues. Customer complaint handling rate
in 2019 was 100%.

Intellectual Property Rights Protection

For the products of the Group, pharmaceuticals and medical devices
come with electronic monitoring codes and anti-tampering codes
respectively, which can be used to track the products and prevent
counterfeit products from using the Company’s brand. Meanwhile,
the Group has always attached great importance to the maintenance
and protection of intellectual property rights. The Group has been
registering its trademarks and brands and actively declaring patent
protection for years. Generally, the Group applied for new patents
every year and possesses 71 registered trademarks and 19 valid
patented inventions to date. The Company has enhanced its market
competitiveness through enhancing the awareness of intellectual
property rights and innovation and creativity, with an aim to escort
the sustainable development of the enterprise.

Consumer Privacy Protection

The Group respects consumer privacy and would answer consumers’
enquiries truthfully while committed to keeping the contact
information, addresses and personal information of consumers
confidential.
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Anti-corruption

The Group has established rules that no bribes,
rebates, illegal political donations or other improper payments shall
be provided or given to any person. Business entertainment shall be
legal, reasonable and in compliance with the codes for customers and
the relevant departments. In order to avoid conflicts of interest, any
financial activities or other activities not conducted in the course of
performing duties for the Group must be legal and shall not conflict
with the performance of duties for the Group’s employees. None of
the Group’s financial resources, assets or influence shall be abused,
and its good reputation shall not be tarnished. The Company will
promptly report any person suspected of a crime to the relevant
departments.

commissions,

In addition to ensuring the staff’s integrity and discipline in system
development, the established internal supervision system also
produces restraint to employees’ unlawful acts. An internal audit
committee has been established under the board of directors, which
is fully and independently responsible for supervising the internal
audit of the Group. An internal audit department has also been
established to monitor the reconciliation of book accounts and actual
situations, safety of assets, economic benefits as well as other related
economic activities and provide risk alert from the perspective of
risk control, so as to effectively control and lower operational risks.
During the year, for the sake of system implementation, the internal
audit department of the Group from time to time conducts random
inspections on whether employees have exercised self-restraint in
light of the Group’s anti-corruption rules and regulations for serving
as a warning to the staff. In addition, the Group strictly prevents
unlawful operations including bribery, fraud and corruption and
facilitates the operation of the Group in accordance with relevant
laws and regulations.

During the reporting period, these rules and systems played a positive
role of control and prevention in risk control and anti-corruption
management of the Group, and no major defects were identified.
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Social Welfare

Becoming a corporate citizen with a sense of social responsibility is
the cultural philosophy that the Group has been following. Helping
the poor and supporting the public welfare undertakings are also
one of the significant social responsibilities. The Group corporate
actively contributes to the society during its continuous development.
To promote social welfare is not just an obligation of the Group,
but also necessary for its growth and development. The Group has
achieved a high degree of integration of its operation with its social
responsibilities, and actively participates in promoting social welfare
with the aim of “taking responsibility”.

Since its inception, the Group has established funds under its
name and special scholarship funds, and has actively participated
in “city sunshine” ([RI3[5) activities, which were utilised to help
with the learning, life and medical treatment of the children of
migrant workers each year. It vigorously participates in environment
protection and green public welfare activities including environmental
improvement, sewage treatment, flood prevention, water drainage,
water supply and water saving. While repaying the society, the
Group also actively guides its employees to participate in various
charity organisations and create a spirit of taking pride in becoming
volunteers.
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Executive Managing Director

Mr. CHEN Li, age 58, is the Executive Managing Director and
Chief Executive officer of the Group. Mr. Chen has over 25 years of
experience in the pharmaceutical industry. Prior to joining the Group,
Mr. Chen has been General Manager of Alfa Wassermann China
since July 2014. Mr. Chen worked for a number of internationally
renowned pharmaceutical companies in the past. He was previously
General Manager of China with Abbot from June 2009 to November
2012 and Assistant Vice President of Wyeth Pharmaceuticals Shanghai
from 2004 to June 2009. During the period from 1992 to 2004, Mr.
Chen also worked in GlaxoSmithKline, Hoechst China, Bayer China,
BASF Knoll China and Roussel China. Mr. Chen obtained a bachelor’s
degree in Medicine (Doctor of Internal Medicine) from Tongji Medical
University in 1983.

Non-executive Directors

Mr. WU Zhen Tao, age 66, is a non-executive Director and
chairman of our Company. He is also executive Chairman and is the
Chairman of the Executive and Remuneration Committees of Cathay
International Holdings Limited (“Cathay”), a company listed on the
London Stock Exchange and founder of the Cathay Group, which
has over 20 years’ history of business and investment focused on
the PRC. He was born and educated in Beijing. He graduated from
the Beijing University of Technology in 1982. He also has a degree
in Business Administration. Mr. Wu acted as a senior executive in
government scientific institutes in the PRC from 1982 to 1985 and
as managing director of two newly established state owned financial
institutions in the PRC from 1986 to 1989. Since 1988 Mr. Wu has,
through companies, invested in and developed the Landmark Hotel
(now called Crowne Plaza Hotel & Suites Landmark Shenzhen) in
Shenzhen and established the Cathay International Water Limited
group of companies, which made substantial investments in public
utilities and infrastructure in the PRC. Strategic shareholders were JP
Morgan, Singapore Technologies, UBS, Banco Santander and Nomura
JAFCO, and this business was once the largest foreign investor in
water and waste water treatment projects in the PRC with net assets
of over US$1 billion.
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Mr. Stephen Burnau HUNT, age 80, is a non-executive Director
and former chairman of our Company. Mr. Hunt joined the Cathay
International Group in 1992. He is the deputy chairman and a
non-executive director of Cathay International Holdings Limited,
a company listed on the London Stock Exchange. Mr. Hunt was
formerly the managing director of Aliant Capital, an investment
company in Hong Kong. Mr. Hunt, a US citizen, spent 24 years with
Bank of America in international management and lending positions.
Mr. Hunt was senior vice president and area general manager for
Bank of America located in Hong Kong. Mr. Hunt was president
of the American Chamber of Commerce in Hong Kong in 1989. In
1990, Mr. Hunt was appointed to the Hong Kong Government's
International Business Committee, and from 1989 to 1991 was a
member of the Hong Kong Government’s Advisory Committee on
Free Trade. Mr. Hunt is currently a trustee of the American Chamber
of Commerce’s Charitable Foundation. Mr. Hunt also served as a
member of the Main Board and GEM Listing Committee of the Stock
Exchange from November 2004 to June 2011. From 2012 to 2015,
Mr. Hunt was a director and Chief Executive Officer of Solar Plus (HK)
Limited, a private investment company incorporated in Hong Kong.
Mr. Hunt obtained a bachelor of arts degree from Duke University
in 1961 and a master’s degree in international affairs from Columbia
University in 1963.

Ms. LIU Xuezi, age 43, is a non-executive Director of our Company.
Ms. Liu joined Cathay International Holdings Limited in 2002 and
has been working in the corporate development department and
asset management department. She is currently vice president and
co-head of asset management of Cathay. Ms. Liu has over 14 years
of experience in mergers and acquisitions and asset management.
Before joining Cathay, Ms. Liu was head of the Asia-Pacific region
of a US network infrastructure company, responsible for the start-up
and expansion of the company’s business in Asia. Ms. Liu graduated
from the School of Economics of University of San Francisco, majoring
in business administration, in 1999.
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Independent non-executive Directors

Mr. CHAN Kee Huen, Michael, age 68, is an independent non-
executive Director of the Company. Mr. Chan joined our Group on
9 April 2010. He has over 33 years' experience in external audit,
IT audit, training, accounting and finance, company secretarial
and corporate administration, MIS management, internal audit,
information security, risk management and compliance. Mr. Chan is
a fellow of The Hong Kong Institute of Certified Public Accountants
("HKICPA"), The Association of Chartered Certified Accountants;
and a fellow and specialist in information technology of CPA
Australia. He is also a certified information systems auditor with the
Information Systems Audit and Control Association and a fellow of
the Hong Kong Institute of Directors. Mr. Chan is the chief executive
of C&C Advisory Services Limited, senior advisor of New Frontier
Computer Systems Limited and was an adjunct professor in the
School of Accounting and Finance of the Hong Kong Polytechnic
University from 1 September 2010 to 31 August 2014. Mr. Chan
was appointed as an independent non-executive director and
Chairman of the Audit Committee of Huarong Investment Stock
Corporation Ltd. (stock code: 2277) on 10 June 2016. Mr. Chan
was appointed as an independent non-executive director of China
Baoli Technologies Holdings Limited (stock code: 0164) on 18 August
2017 and Chairman of the Audit Committee on 26 September 2017.
He was also appointed as an independent non-executive director
and Chairman of the Audit Committee of Sterling Group Holdings
Limited (stock code: 1825) on 21 September 2018. Mr. Chan has
worked at CMG Life Assurance Limited (formerly Jardine CMG Life
Assurance Limited) from 1991 to 1996 and his last position was
general manager, compliance. He was the head of internal audit
of Dao Heng Bank/Guoco Group Limited from 1996 to 2000, the
head of compliance in Greater China, managing director of DBS
Bank (Hong Kong) Limited from 2001 to 2003, the group financial
controller of Lam Soon (Hong Kong) Limited from 2004 to 2005, the
director of Quality Assurance of HKICPA in 2006 and the head of
group compliance of Ping An Insurance (Group) Company of China,
Limited from December 2006 to April 2009. Mr. Chan graduated
with a higher diploma in accountancy from Hong Kong Polytechnic
in 1976.
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Mr. Fritz Heinrich HORLACHER, age 70, is an independent non-
executive Director of our Company. Mr. Horlacher joined our Group
on 10 February 2011. He has over 30 years’ experience in the
pharmaceutical industry. Mr. Horlacher started his pharmaceutical
career with Roche Australia in 1974. Mr. Horlacher worked at Zuellig
Pharma Asia Pacific (“Zuellig Pharma”) from 1981 to 2008 and was
the chief executive officer of Zuellig Pharma from 1995 to 2008.
He was responsible for its operations servicing more than 125
international research-based pharmaceutical manufacturers in the
Asia Pacific region. Mr. Horlacher retired as chief executive officer
of Zuellig Pharma in 2008. From 2005 to 2007, Mr. Horlacher was
an alternate director of Invida Group Pte Ltd. Mr. Horlacher was
a non-executive director of Australian Pharmaceutical Industries
Limited (a company listed on the Australian Securities Exchange) from
2002 to 2004. Mr. Horlacher was the Asia representative on the
board of directors of the International Federation of Pharmaceutical
Wholesalers from 2002 to 2008. He was regional director of Asia for
the Pharmaceutical Wholesale Division of Alliance Boots and was also
a director and chairman of the Board of Guangzhou Pharmaceutical
Corporation from 2011 to 2013. Mr. Horlacher was a non-executive
member of the Advisory Board of BSN Medical, a global medical
device company based in Hamburg, Germany, from January 2013
to August 2015. Mr. Horlacher graduated in 1969 from Montana
Institute in Switzerland and from Union College in South Africa in
1972.

Mr. YEUNG Tak Bun, Allen, age 53, is an independent non-
executive Director of our Company. Mr. Yeung joined our Group
on 6 October 2018. He served as the former Government Chief
Information Officer, responsible for formulation of policies and
strategies for Hong Kong's information industry in the development
of digital economy, e-government, cyber-security, and formulation
of the blueprint for developing Hong Kong into the world’s leading
smart city. He was the Chief Corporate Development Officer at the
Hong Kong Science and Technology Parks Corporation, responsible
for the development strategy of the science park, nurturing and
supporting bio-tech, green-tech, IT and electronics enterprises. Mr.
Yeung started his career in Silicon Valley and had worked for several
high-tech companies. Thereafter, he held several senior management
positions in multinational corporations, Hong Kong listed companies
and private equity funds, with operations throughout Asia. Mr. Yeung
holds a Bachelor of Science degree in Electrical Engineering from
the University of Texas (Austin), a Master of Science in Electrical
Engineering from Purdue University, and an Executive MBA from the
Kellogg School of Management of the University of Northwestern
in conjunction with the Hong Kong University of Science and
Technology.
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Senior Management

Mr. NAN Jianshe, age 54, is the head of business development of
the Group. Mr. Nan joined our company’s controlling shareholder
Cathay International Group in July 2007 as investment director of
Cathay International Pharmaceutical Limited, responsible for the
business development and investment of the Cathay International
Group. Mr. Nan has over 20 years of experience in investment M&A.
Before joining the Cathay International Group, Mr. Nan worked as
head of the securities department and/or investment department
in trust and investment companies, pharmaceutical/bioengineering
companies and petroleum/chemical/mining companies from 1996 to
2005, and acted as the director of the investment department at
Shanghai Fosun Pharma (Group) Co., Ltd. from March 2006 to June
2007. Mr. Nan has qualifications for Chinese securities brokerage and
securities consulting. Mr. Nan obtained a bachelor of engineering
degree from Beijing Institute of Technology in 1986 and a master’s
degree in economics from Fudan University in 1996.

Mr. LI Hua, age 35, is the head of the finance management centre
of the Group. Mr. Li joined the Group in August 2007 and has held
various positions including the supervisor of the finance department,
the manager of the finance department of Ningbo Liwah, deputy
operating director, the deputy head of finance management centre
and head of finance management centre of the Group. Mr. Li is a
Chinese Certified Public Accountant, China Senior Accountant and
holds a bachelor’s degree in accounting from Ningbo University.

Mr. HONG Zhou, age 51, is the general manager of Ningbo Liwah.
Mr. Hong joined our Group in November 2015 and has over 25
years' experience in the pharmaceutical industry. Mr. Hong previously
worked for Jiangxi Food and Drug Administration, Novartis, Bayer
and Abbott. Mr. Hong obtained his bachelor’s degree in analytical
chemistry from Jiangxi University (now Nanchang University) in 1989.
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Report of the Directors

The Board of Directors are pleased to present their annual report
together with the audited consolidated financial statements for the
year ended 31 December 2019.

Principal Activities

The Company acts as an investment holding company. The activities
of its principal subsidiaries and associates are set out in Notes 33
and 20 to the consolidated financial statements respectively.

Business Review

The business review of the Group for the year ended 31 December
2019 is set out in the sections headed “Chairman’s Statement”,
“Management Discussion and Analysis”, “Environmental, Social
and Governance Report” and “Corporate Governance Report” on
pages 6 to 10, pages 11 to 21, pages 22 to 43 and pages 63 to 85
respectively.

Results and Appropriations

The results of the Group for the year ended 31 December 2019 are
set out in the consolidated statement of profit or loss and other
comprehensive income on pages 91 to 92.

The Directors do not recommend the payment of final dividend for
the year ended 31 December 2019.

Property, Plant and Equipment

Details of the movements in the property, plant and equipment of
the Group during the year are set out in Note 15 to the consolidated
financial statements.

Borrowings
Particulars of borrowings of the Group are set out in Note 27 to the
consolidated financial statements.

Share Capital

Details of movements in share capital of the Company during the
year are set out in Note 25 to the consolidated financial statements.
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Purchase, sale or redemption of listed securities
The table below outlines details of the shares of the Company
purchased by the Company on the Stock Exchange on a monthly
basis during the year ended 31 December 2019. The total number
of shares purchased during the year ended 31 December 2019 was
17,803,000 shares.

[EENE=35' 28R ENER
R4 B EeE RIEE T E 2R E
Highest price Lowest price Average
Number of paid per paid per price paid Aggregate
shares share share per share price paid
B TT T T BT
HK$ HK$ HK$ HK$
Month R
January 2019 ZE-NnF—A 34,000 0.90 0.90 0.90 30,600
February 2019 —E-NEZA 899,000 1.06 0.96 1.01 910,590
March 2019 —E-NEFE=AR 710,000 1.07 0.96 1.00 712,620
April 2019 —ZE-NFWA 4,842,000 1.1 0.98 1.05 5,063,770
May 2019 —T-NFRA 2,320,000 1.03 0.98 1.00 2,312,300
June 2019 ZE-NEFRA 8,220,000 1.10 0.97 1.06 8,741,240
July 2019 —E-NFtA 778,000 1.10 1.03 1.06 828,450
17,803,000 18,599,570
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subsidiaries has purchased, sold or redeemed any of the Company’s
listed securities during the year ended 31 December 2019.

Distributable Reserves of the Company

As at 31 December 2019, the Company’s reserves available for
distribution, calculated in accordance with the Companies Law of
the Cayman Islands, amounted to US$21,833,000. Details of the
movements in the reserves of the Company during the year are set
out in Note 26 to the consolidated financial statements.

Major Customers and Suppliers

During the year, the aggregate sales attributable to the Group’s
five largest customers accounted for approximately 30.1% (2018:
25.2%) of the Group’s total sales and sales from the largest customer
included therein amounted to 10.5% (2018: 5.7%).
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Report of the Directors

During the year, the aggregate purchases attributable to the Group’s
five largest suppliers accounted for 52.4% (2018: 46.2%) of the
Group's total purchases and purchases from the largest supplier
included therein amounted to 16.9% (2018: 18.7%).

At no time during the year did a Director, a close associate of a
Director or a shareholder of the Company (which to the knowledge
of the Directors owns more than 5% of the Company’s share
capital) has an interest in any of the Group’s five largest suppliers
or customers.

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

Executive Managing Director:
Mr. Chen Li (Chief Executive Officer)

Non-executive Directors:

Mr. Wu Zhen Tao (Chairman)

Mr. Stephen Burnau Hunt

Mr. Lee Jin Yi (Deputy Chairman)
(resigned on 31 October 2019)

Ms. Liu Xuezi

Independent non-executive Directors:

Mr. Chan Kee Huen, Michael

Mr. Tang Chiu Ping, Raymond (resigned on 9 April 2019)
Mr. Fritz Heinrich Horlacher

Mr. Yeung Tak Bun, Allen

In accordance with article 108 of the Company’s articles of
association, Mr. Wu Zhen Tao, Mr. Stephen Burnau Hunt and Mr.
Fritz Heinrich Horlacher will retire by rotation and, being eligible, will
offer themselves for re-election.

Directors’ Service Contracts

No Director proposed for re-election at the forthcoming annual
general meeting (“AGM"”) has a service contract which is not
determinable by the Group within one year without payment of
compensation (other than statutory compensation).
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Directors’ and Chief Executive’s Interests and
Short Positions in Shares, Underlying Shares and

Debentures

As at 31 December 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 pursuant
to The Model Code for Securities Transactions by Directors of Listed
Issuers, were as follows:

Long positions in ordinary shares of the Company:

BFREEET BARDEE BT
BEEps &5 ERaME EBEREE BRAEZBD
Percentage of
Number of the issued share
issued ordinary capital of the
Name of Director Capacity Nature of interest shares held Company
REREE PRETEPAR Hofth 5 209,820,000 @ 52.83%
Mr. Wu Zhen Tao ERREA Other interest (45 8)
Founder of discretionary (Long position)
trusts and beneficiary
of a trust
Stephen Burnau Hunt%t & ERBEEA 18 AHE = 100,000 0.03%
Mr. Stephen Burnau Hunt Beneficial owner Personal interest (17 8)

(@) 209,820,000 KA ARIE BT E B 2 m - TIE
8 Cathay International Holdings Limited® & #4A 2
AR A R % E R Cathay International Holdings
Limited 8 # # 561.74% I H # &= -

BREXPBEEN R-TE-NFE+-A=+
—B BEEE ERTBRABREBEA
RARB S EAL AARE AR ZE MM - 48
RS ERETEAREE S ERD
FEI2EATAREZEMEEIRE » HR
BEITETAZEZETESFRINERETR
ARMEARA MBI 2 EMERIRR -
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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 31 December 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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Directors’ Share Options in Cathay International
Holdings Limited

Cathay International Holdings Limited (“CIH"), the Company’s
ultimate holding company, operates share option plan for the
purpose of aligning the interests of executives and employees with
those of shareholders of CIH and to enable the development of CIH
and its subsidiaries’ business by attracting, retaining and motivating
personnel with appropriate skills.

At no time during the year was the Company, any of its holding
company, any of its subsidiaries or fellow subsidiaries, a party to any
arrangements to enable the Directors of the Company to acquire
benefits by means of acquisition of shares in, or debentures of, the
Company or any other body corporate.

Directors’ Interests in Contracts of Significance

Mr. Wu Zhen Tao, appointed as a non-executive Director and
chairman of our Company on 30 March 2017, holds approximately
61.74% of Common and A Shares interests in CIH as at 31 December
2019. Save as disclosed in the transactions in relation to CIH under
the section headed “Connected Transactions” of this Annual Report,
no transaction, arrangement and contract of significance, to which
the Company, its holding company, fellow subsidiaries or subsidiaries
was a party and in which a Director or an entity connected with
a Director had a material interest, whether directly or indirectly,
subsisted at the end of the year or at any time during the year.

Management Contracts

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or existed during the year.
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Substantial Shareholders

As at 31 December 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.

FERR

R —E-NF+ZA=+—H  ARAREZ
L HEGIIEBKFEZ T EZRREMEA
Ao BUERBEARMETEST 2 ERIN - N
TERRTEMEARAABDERAAF D HITR
APBEEZ A EDS XA

BFEERT MEAARNSET
BREEZRB & S ZERHE BEZEDL
Percentage of
Number of the issued share
issued ordinary capital of the
Name of shareholder Notes Capacity shares held Company
BRI EEEEREE (PR BRAA 1 EBEniExm 209,820,000 52.83%
(=R (P E)]) Beneficial interest (7 &)
Cathay International Pharma Manufacture (Long position)
and Distribution (China) Limited
("Cl Pharma China")
EREEREEMRMREZER AT 1 REEE R 209,820,000 52.83%
((E=EEREE] Interest of a controlled (17 &)
Cathay International Changchun corporation (Long position)
Biotechnology and Pharmaceutical
Limited (“CIC")
B2 B PR A ) pe i e B2 % (R B B IR A A 1 REEEED 209,820,000 52.83%
([BI 2= BB A g e 82 2 (R ) ) Interest of a controlled (7 =)
Cathay International Biotechnology and corporation (Long position)
Pharmaceutical (China) Limited
("Cl Biotech & Pharma China"”)
BB ESEFRAG (BRI EE]) 1 EREEEER 209,820,000 52.83%
Cathay International Pharmaceutical Interest of a controlled (47 &)
Limited (“CIP") corporation (Long position)
B ZR B R A # T B BR A F) ([ 2= B B 1 REEEER 209,820,000 52.83%
AW AT ) Interest of a controlled (7 &)
Cathay International Biotech Company corporation (Long position)
Limited (“CIB")
Cathay International Holdings Limited 1 T EBER 209,820,000 52.83%
("CIH") Interest of a controlled (I E)
corporation (Long position)
Cathay International Enterprises Limited 2 EEEEEm 209,820,000 52.83%
("CIE") Interest of a controlled (r &)
corporation (Long position)
RiEE 3 ZREFARARET 209,820,000 52.83%
Wu Zhen Tao Zm A (7 =)
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Founder of discretionary
trusts and beneficiary
of a trust

(Long position)
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Report of the Directors

Notes:

(1) These shares are held by ClI Pharma China. Cl Pharma China is owned as to
18% by CIC and 82% by Cl Biotech & Pharma China. CIC is in turn owned
as to 100% by 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% of Common and A Shares 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 as at
31 December 2019 that was required to be recorded pursuant to
Section 336 of the SFO.

Confirmation of Independence

The Company has received, from each of the independent non-
executive Directors, an annual confirmation of his independence
pursuant to Rule 3.13 of the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (the “Listing Rules”).
The Company considers all of the independent non-executive
Directors to be independent.

Connected Transactions

Pursuant to the requirements of the Listing Rules, the transactions
between the Company and the connected person(s) (as defined
under the Listing Rules) of the Company constitute connected
transactions of the Company. The Company regulates and manages
such transactions in compliance with the Listing Rules.
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Non-Exempt Continuing Connected Transactions

On 24 June 2016, Ningbo Liwah, Jilin Haizi and Lansen
Pharmaceutical Holdings Limited (“Lansen (BVI)") entered into the
cross guarantee agreement, pursuant to which the parties may,
provide or procure its subsidiaries to provide certain guarantees to
banks in relation to the bank facilities of each other during the period
from 1 July 2016 to 30 June 2019.

On 31 March 2017, Ningbo Lansen Medibeauty Tech Limited
("Ningbo Lansen Beauty”) entered into a distribution agreement
with Changchun Botai Medicine & Biological Technology Company
Limited (“Botai”) pursuant to which, Botai agrees to sell and appoint
Ningbo Lansen Beauty as the distributor of the collagen injectable
fillers in the PRC. The term of the distribution agreement runs from
31 March 2017 to 31 March 2018 (subject to any early termination
or extension which may be agreed by the parties).

On 2 May 2018, Ningbo Lansen Beauty entered into a new
distribution agreement with Botai pursuant to which, Botai agrees to
sell and appoint Ningbo Lansen Beauty as the distributor of collagen
injectable filler in the PRC. The term of the distribution agreement
runs from 2 May 2018 to 2 May 2020 (subject to extension which
may be agreed by the parties).

On 3 May 2019, Ningbo Liwah, Jilin Haizi and Lansen (BVI) entered
into a new cross guarantee agreement, pursuant to which the parties
may, provide or procure its subsidiaries to provide certain guarantees
to banks in relation to the bank facilities of each other during the
period from 1 July 2019 to 30 June 2022.
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Cross Guarantee Agreement

Date
24 June 2016
(A new cross guarantee agreement signed on 3 May 2019)

Parties
(@) lJilin Haizi, an indirect wholly-owned subsidiary of CIH;

(b)  Ningbo Liwah, an indirect wholly-owned subsidiary of the
Company; and

() Lansen (BVI),
Company.

a direct wholly-owned subsidiary of the

Transaction Nature

Pursuant to the cross guarantee agreement, Jilin Haizi has agreed,
during the Effective Period (as defined below), to provide guarantees
for the obligations under the bank facilities obtained or to be
obtained by Ningbo Liwah (the “Jilin Haizi Guarantees”). Pursuant to
the cross guarantee agreement, on a reciprocal basis, Lansen (BVI)
has agreed, during the effective period, to procure its subsidiary, as
appropriate, to provide guarantees for the obligation under the bank
facilities to be obtained by Jilin Haizi (the “Lansen (BVI) Guarantees”)
(the Jilin Haizi Guarantees and the Lansen (BVI) Guarantees,
collectively, the “Guarantees”).

Guarantee Commission

The annual guarantee commission rate of 0.5% is determined and
agreed with reference to the prevailing market rate of the commission
charged by guarantee service providers, which is around 2% per
annum, after taking into account of the factors such as reasons for,
and benefits of the cross guarantee agreement.

Effective Period
The effective period of the cross guarantee agreement commenced

on 1 July 2016 and expired on 30 June 2019.

The effective period of the new cross guarantee agreement
commenced on 1 July 2019 and will expire on 30 June 2022.
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FEFR Annual Caps
HE-FT—hhF+-A=+—HILFE B For the year ended 31 December 2019, the approved annual caps
HMEERDEETN NERRFERERS  and the actual transaction amounts of the non-exempt continuing

M EFE LR ERERRZSEEHINNT connected transactions under the cross guarantee agreement are set
out below:
HE_ZT-NF+_A=T—HLEFENFE LR HE_ZT-NF+A=ZT—HLEFENERXRZ 28
Annual caps for the year ended 31 December 2019 Actual transaction amounts for the year ended 31 December 2019
HMEE ER HMEEER
Jilin Haizi Guarantee Jilin Haizi Guarantee
A [£ 130,000,000 A R #130,000,0007T
(F8& 7 #918,635,0005 7T) (8% P 418,635,000 7T)
RMB130,000,000 RMB130,000,000
(equivalent to approximately US$18.6 million) (equivalent to approximately US$18.6 million)
A (BVI) &= ERT A & BAEBVNERE S
The maximum commission fee payable by Lansen (BVI) The commission fee payable by Lansen (BVI)
A R #650,0007T #) A\ R #650,0007T
(F8& P #994,000% 7T) (8& P #794,000% 7T)
RMB650,000 approximately RMB650,000
(equivalent to approximately US$94,000) (equivalent to approximately US$94,000)
Lansen (BVI) Guarantee BA A4 (BVI) £ 1R
BR & (BVI) #& (R Lansen (BVI) Guarantee
A [& 130,000,000 A R #130,000,0007T
(F8& 7 #918,635,0005 7T) (8% P 418,635,000 7T)
RMB130,000,000 RMB130,000,000
(equivalent to approximately US$18.6 million) (equivalent to approximately US$18.6 million)
EMEEREENES HEMEERNES
The maximum commission fee payable by Jilin Haizi The commission fee payable by Jilin Haizi
A R #650,0007T #) A\ R #650,0007T
(F8& P #994,000% 7T) (8 & P #)94,000% 7T)
RMB650,000 approximately RMB650,000
(equivalent to approximately US$94,000) (equivalent to approximately US$94,000)
FHEERHEANBERERS The execution of a distribution agreement
HA Date
—E—+F=A=+—H 31 March 2017
(FREERN-_E—-N\FRL A ZB%:]) (A new distribution agreement signed on 2 May 2018)
7 ik A Parties
@ ARFHEEZEHMBAFTELRAAE (@ Ningbo Lansen Beauty, an indirect wholly-owned subsidiary of
E: Rk the Company; and

(b)y CHAREZERERE)ME2EWHE 2L (b)) Botai, an indirect wholly-owned subsidiary of CIH, a controlling
EEE shareholder of the Company.
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Transaction Nature

Pursuant to the exclusive distribution agreement, Ningbo Lansen
Beauty will act as the distributor of Botai in respect of the collagen
injectable fillers during the Term (as defined below) and it may,
during the Term, acquire from Botai, the Collagen Injectable Fillers
on an order-by-order basis.

Pricing Basis

The unit purchase price of the collagen injectable fillers to be
purchased by Ningbo Lansen Beauty under the new distribution
agreement is agreed at a fixed price throughout the Term and is
arrived at after arm’s length negotiation between the parties. Such
unit purchase price is determined with reference to:

(i)  the prices of two comparable collagen
products in the PRC market;

injectable fillers

(i) the product feature and competitive advantage of the Collagen
Injectable Fillers; and

(iii)  the sale price of collagen injectable filler offered to any other
third party by Botai and such sale price shall not be lower than
that offered to Ningbo Lansen Beauty.

Further, to ensure that the unit purchase price of the Collagen
Injectable Fillers is no less favourable than those comparable products
available from independent third parties, the marketing department
of Ningbo Lansen Beauty has followed its standard market research
procedures by conducting the relevant research on factors, such as
the market demand within the non-surgical cosmetic market and the
trend of the sales volume of comparable products. It has also taken
reference of the prices and specifications of comparable collagen
injectable fillers products from other independent third parties in the
market.

The final unit purchase price of the Collagen Injectable Fillers is
mutually agreed by the parties after arm’s length negotiation, but in
any event, the unit purchase price of the Collagen Injectable Fillers is
no less favourable than those of the comparable collagen injectable
fillers products in the market, and the purchase of the Collagen
Injectable Fillers by Ningbo Lansen Beauty under the exclusive
distribution agreement is on terms which are no less favourable
to Ningbo Lansen Beauty than those under a typical exclusive
distribution agreement of similar products.

Term

The term of the distribution agreement commenced on 31 March
2017 and expired on 31 March 2018 (subject to any extension which
may be agreed by the parties), unless terminated by either party
giving the other written notice of termination.

The term of the new distribution agreement commenced on 2 May

2018 and will expire on 2 May 2020 (subject to any extension which
may be agreed by the Parties).
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FE LR
BHE_Z—hhF+-_A=1+—HBItFE  RIE
BEHAREBITHTERCREERERIZN
HEFELREERERSSEHIOT:

Annual Caps

For the year ended 31 December 2019, the approved annual caps and
the actual transaction amounts of the non-exempt continuing connected
transactions under the distribution agreement are set out below:

HEZT—-h&F—A—H=%
—E-NF+R=T—HILHPHENFE LR
Annual caps for the period from
1 January 2019 to 31 December 2019
A R #20,000,0007T
(H8 & 7 #92,901,000% 7T)
RMB20,000,000
(equivalent to approximately US$2.9 million)

HEZT—-hF—A—H=%
ZE-NFTAZT-HLEHHENERER SR
Actual transaction amounts for the period from
1 January 2019 to 31 December 2019
#) AN R #346,0007T
(F8°& 7 £950,000% JT)
approximately RMB346,000
(equivalent to approximately US$50,000)

B FHHEIFE14AS6E  EEe D ED

PREIGBMRAEE 2 HERERZHETE
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ERFZEEER BUFHNITESCEM
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MERBIERBAFARBIFAARRBREZ
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Pursuant to Rule 14A.56 of the Listing Rules, the Board engaged the
auditor of the Company to perform certain agreed-upon procedures
in respect of the continuing connected transactions of the Group.
The auditor has reported the factual findings on these procedures to
the Board. The independent non-executive Directors have reviewed
the continuing connected transactions and the report of the auditor
and have confirmed that the transactions have been entered into
in the ordinary and usual course of business of the Group on
normal commercial terms, and in accordance with the terms of the
agreement governing such transactions that are fair and reasonable
and in the interests of the shareholders of the Company as a whole.

The auditor of the Company has issued a letter to the Board
confirming that the above continuing connected transactions:

(i) have received the approval of the Board;

(i) have been priced in accordance with the pricing policies of the
Group;

(iii)  have been entered into in accordance with the relevant
agreements governing the transactions; and

(iv)  did not exceed the respective annual caps.

Save as disclosed above, for the year ended 31 December 2019, the
related party transactions disclosed in Note 37 to the consolidated
financial statements either did not constitute connected transactions
or continuing connected transactions under Chapter 14A of
the Listing Rules, or only constituted fully exempted connected
transactions or continuing connected transactions by virtue of the
de minimis exemption under Chapter 14A of the Listing Rules.
The Company has compiled with the disclosure requirements in
accordance with Chapter 14A of the Listing Rules.
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Report of the Directors

Emolument Policy

The emoluments of the employees of the Group are determined
with reference to individual performance, professional qualifications,
experience in the industry and relevant market trends.

The emoluments of the Directors of the Company are decided by the
Remuneration Committee, having regard to the Company’s results,
individual performance and comparable market statistics.

Pre-Emptive Rights

There is no provision for pre-emptive rights under the Company’s
articles of association, or the laws of the Cayman Islands, which
would require the Company to offer new shares on a pro-rata basis
to existing shareholders.

DIVIDEND POLICY

The Company has adopted a dividend policy, pursuant to which the
Company gives priority to distributing dividend in cash and shares
its profit with its shareholders. The dividend payout ratio shall be
determined or recommended, as appropriate, by the Board at its
absolute discretion after taking into account the following issues:

—  the Articles of Association of the Company;

—  the applicable restrictions and requirements under the laws of
the Cayman Islands;

— the Company’s results of operations, financial condition and
cash flows;

—  operating, capital expenditure and investment requirements of
the Company; and

—  other factors that the Board may consider relevant.

Sufficiency of Public Float

Based on the information that is publicly available to the Company
and within the knowledge of the Directors of the Company as at
the date of this report, the Company has maintained the prescribed
public float as required under Rule 8.08 of the Listing Rules.

Five-Year Financial Summary

A summary of the results and the assets and liabilities of the Group
for the last five financial years is set out on page 2.
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Indemnity of Directors

The Company has arranged for appropriate insurance cover for the
liabilities of the Directors and executive officers in respect of legal
actions against its Directors and senior management arising out of
corporate activities.

A permitted indemnity provision (within the meaning in Section
469 of the Hong Kong Companies Ordinance (Chapter 622 of the
Laws of Hong Kong)) that provides for indemnity against liability
incurred by Directors and executive officers of the Group is currently
in force when the Report of the Directors prepared by the Directors
is approved in accordance with section 391(1)(a) of the Hong Kong
Companies Ordinance and was in force throughout the year ended
31 December 2019 for the benefit of the Directors.

Auditor
A resolution will be proposed at the forthcoming AGM of the
Company to re-appoint BDO Limited as auditor of the Company.

ON BEHALF OF THE BOARD
Lansen Pharmaceutical Holdings Limited

Wu Zhen Tao
Chairman

Hong Kong
31 March 2020
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Corporate Governance Practices

The Company and the Board of Directors are devoted to achieving
and maintaining the highest standards of corporate governance as
the Board believes that effective corporate governance practices
are fundamental to enhancing shareholder value and safeguarding
interests of the shareholders and other stakeholders. Accordingly,
the Company has adopted sound corporate governance principles
that emphasise a quality Board, effective internal controls, stringent
disclosure practices and transparency and accountability to all
stakeholders.

For the year ended 31 December 2019, the Company has complied
with all the code provisions of the Corporate Governance Code and
Corporate Governance Report (the “Code”) set out in Appendix 14
of the Listing Rules, except with a deviation from Code Provision A.5,
A.6.7 and E.1.2 of the Code. Under Code Provision 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. The Remuneration Committee has been delegated the
functions of a Nomination Committee since its listing on the Main
Board of the Stock Exchange in 2010. As such, the Board is of the
view that the members of the Remuneration Committee possess the
necessary experience and knowledge to discharge the functions of
a Nomination Committee. The Board shall review the composition
and operation of the Board Committees from time to time and shall
consider establishing a Nomination Committee if such need arises.

Code Provision A.6.7 of the Code stipulates that independent non-
executive directors and other non-executive directors should attend
general meetings. 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 of the Company held on
9 May 2019.

Code Provision E.1.2 of the Code stipulates that the chairman of the
Board should attend the annual general meeting. During the year, Mr.
Wu Zhen Tao, the chairman of the Board, was unable to attend the
annual general meeting of the Company held on 12 June 2019 due
to illness. However, the former deputy chairman as well as the former
non-executive Director, Mr. Lee Jin Yi, was authorised by the
chairman of the Board to chair the said annual general meeting.
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Directors’ Securities Transactions

The Company has adopted a code of conduct regarding Directors’
securities transactions on terms no less exacting than the Model
Code for Securities Transactions by Directors of Listed Issuers set
out in Appendix 10 to the Listing Rules (the “Model Code"). Having
made specific enquiry of all Directors, all Directors confirmed that
they have complied with the required standard set out in the
Model Code and the code of conduct regarding Directors’ securities
transactions adopted by the Company.

The Board of Directors

The Board is responsible for leading and controlling the business
operations of the Group. It formulates strategic directions, oversees
the operations and monitors the financial performance of the Group.
Management manages the businesses of the Group, including the
decision making of daily operation within the delegated power and
authority given by the Board. Management is accountable to the
Board for the Company’s overall operation.

The Company's articles of association set out matters which are
specifically reserved to the Board for its decision.

The Company Secretary or his assistant is responsible for taking
minutes of the Board and Board Committees meetings. Draft minutes
and written resolutions will be circulated to all Board members
or Board Committees members for review and comment within a
reasonable period of time. Final version of the minutes and written
resolutions will be provided for record within a reasonable period of
time and the signed copies are kept in the Company’s minutes book
maintained by the Company Secretary for Directors’ inspection.

As at 31 December 2019 and at the date of this report, the Board
was comprised of one executive managing Director, three non-
executive Directors and three independent non-executive Directors.
A description of the Directors is set out in the “Biographical Details
of Directors and Senior Management” section from pages 44 to 48
and on the Company’s website.
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BMRATHEH  As at 31 December 2019 and at the date of this report, the Board
was comprised of the following members:

BREBZRE RE-REBER

REZSRENAS AREZENAS
Date of first Date of last
appointment re-election
2= Directors to the Board as Director
BERHITES: Executive Managing Director:
[R5 & (TT I AE 2L) Mr. Chen Li (Chief Executive Officer) —E2-N\%=A—H ZE-N\FEXATEAH
1 March 2018 15 June 2018
FHITES: Non-executive Directors:
RBELE(EE) Mr. Wu Zhen Tao (Chairman) —E—+F=A=tH Z—ZZE—tESATNHE
30 March 2017 19 June 2017
Stephen Burnau Hunt’t4  Mr. Stephen Burnau Hunt ZZ-ZTFMANE ZE-LFXATIA
9 April 2010 19 June 2017
TEMEEHFEE) Mr. Lee Jin Yi (Deputy Chairman) “E-FFWMANE —ZZE-AEXAT=H
(RZZ—n%F (resigned on 31 October 2019) 9 April 2010 12 June 2019
+A=+—H#&%)
AEZLE L+ Ms. Liu Xuezi “E-XE=ZA=tH —ZE-N\E~AT+EH
30 March 2016 15 June 2018
BIYFBTES: Independent non-executive Directors:
PR A0 4B 7t A Mr. Chan Kee Huen, Michael “E-EFMANE ZE-NFAATZH
9 April 2010 12 June 2019
BOREF & Mr. Tang Chiu Ping, Raymond “E-ZEFNMANE ZE-R"FAAZT—H
(R=—Z—hF (resigned on 9 April 2019) 9 April 2010 21 June 2016
M ANEEE)
Fritz Heinrich Horlacher%c 4 Mr. Fritz Heinrich Horlacher “ZT——%ZA+H ZZ—+tF~ATANH
10 February 2011 19 June 2017
% 12 A& Mr. Yeung Tak Bun, Allen “E-\F+AXE —ZT—AFSA+=H
(RZE—NF (appointed on 6 October 2018) 6 October 2018 12 June 2019
+ANEHEZE)

REBETHBTEESNRERARK - E  The size and composition of the Board are reviewed from time to

FEEELTWARAMNELR .

ANTREFF  time, taking into account the requirements under the Listing Rules

BhEE UHEFREFSHNMRELH - 5L and the scope and nature of operations of the Company, to ensure
ERZHES  WIERBBRE - £EH¥AE  that the size of the Board is adequate to provide a diversity of views
TRES EFEcem ANERNEZEET  and facilitate effective decision making. The Directors come from
EE M EEMS o ARFAUE LB AU diverse background with varied expertise in finance, human resources
HEEFENEE HBHEHABREE - and pharmaceutical business fields. The Company has maintained on

the Company’s website and on the website of the Stock Exchange
an updated list of its Directors identifying their roles and functions.
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Independent Non-executive Directors

The independent non-executive Directors bring a wide range of skills
and business experience to the Group. They also bring independent
judgement on issues of strategy, performance and risk through their
contribution to the Board meetings and to the Board Committees’
meetings.

In compliance with Rule 3.10(1) of the Listing Rules, there are three
independent non-executive Directors, exceeding one-third of the
Board. Among the three independent non-executive Directors, one
of them has appropriate professional qualifications in accounting or
related financial management expertise as required by Rule 3.10(2)
of the Listing Rules.

The Company has received, from each of the independent non-
executive Directors, an annual confirmation of his independence
pursuant to the Listing Rules. With reference to such confirmations,
the Company, to its best knowledge, considers that all the
independent non-executive Directors fulfill the guidelines on
independence as set out in Rule 3.13 of the Listing Rules and all to
be independent.

Chairman and Chief Executive Officer

The roles of the chairman are segregated from the chief executive
officer. The positions of Chairman and the Chief Executive Officer
are held by separate individuals. The chairman is responsible for
managing the Board, steering the Board to formulate overall
strategies and business development plans, ensuring the receipt of
sufficient, complete and reliable information by each Director and the
receipt of reasonable explanations for the issues raised at the Board
meetings. The chief executive officer is responsible for managing
the business of the Company and implementing policies, business
objectives and plans formulated by the Board, and is accountable
to the Board for the Company’'s overall operation. The senior
management team is responsible for the day-to-day operations of
the Group under the leadership of the chief executive officer of the
Company.
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Appointment, Re-election and Removal

The executive managing Director Mr. Chen Li has entered into a
service agreement with the Company for a term of three years
commencing 1 March 2018. Each of the non-executive Directors
and the independent non-executive Directors has entered into a
letter of appointment with the Company for a term of three years
commencing 9 April 2019 except for Mr. Wu Zhen Tao, Mr. Fritz
Heinrich Horlacher, Ms. Liu Xuezi and Mr. Yeung Tak Bun, Allen
whose commencement date were 30 March 2017, 10 February
2017, 30 March 2019 and 6 October 2018 respectively. All Directors
appointed by the Board either to fill a casual vacancy or as addition
to the Board shall retire and be eligible for re-appointment at the
first general meeting after appointment.

At each AGM one-third of the Directors for the time being, or, if
their number is not three or a multiple of three, then the number
nearest to but not less than one-third, shall retire from office by
rotation provided that every Director (including those appointed for
a specific term) shall be subject to retirement by rotation at least
once every three years.

In accordance with the provisions of the Company’'s articles of
association, Mr. Wu Zhen Tao, Mr. Stephen Burnau Hunt and Mr.
Fritz Heinrich Horlacher will retire by rotation and, being eligible,
offer themselves for re-election in the forthcoming AGM.

For the year ended 31 December 2019, the Company had not
established a Nomination Committee but had retained the functions
with the Remuneration Committee. The Remuneration Committee
members from time to time identify individuals suitably qualified to
become Board members and select or make recommendations to the
Board on the selection of individuals nominated for directorships or
senior management. In considering the nomination of new Directors
or senior management, the Remuneration Committee will take into
account the qualification, ability, working experience, leadership and
professional ethics of the candidates as well as the independence
requirement in the case of an independent non-executive Director.
The Remuneration Committee has adopted procedures for
nomination of a new Director or senior management, pursuant
to which (1) an interview will be conducted with the prospective
candidates; and (2) the Remuneration Committee will consider and,
if thought fit, make suitable recommendations to the Board.
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Changes of Directors and Senior Management
The Remuneration and Executive Committees have approved:

— the resignation of Mr. Tang Chiu Ping, Raymond as an
Independent Non-executive Director, the chairman of the
Remuneration Committee and a member of the Audit
Committee, effective from 9 April 2019; and

—  the resignation of Mr. Lee Jin Yi as Non-executive Director, a
member of the Remuneration Committee, a member of the
Audit Committee and the deputy chairman of the Executive
Committee, effective from 31 October 2019.

Continuing professional development

The Directors keep abreast of responsibilities as a Director of the
Company and of the conduct, business activities and development
of the Company. The Company from time to time updates and
provides training to the Directors, and organises seminars on the
latest development of the Listing Rules, applicable laws, rules and
regulations relating to Directors’ duties and responsibilities.

Upon appointment to the Board, the Directors will be provided
with a comprehensive briefing of the Group’s businesses by senior
executives. Continuing education and information are provided to the
Directors regularly to ensure that the Directors are apprised of the
latest changes in the commercial, legal and regulatory environment
in which the Group conducts its businesses.

During the year ended 31 December 2019, the Company has
organised a training session covering the topic of directors’ duty and
amendments to main board listing rules. All Directors attended the
training. In addition, individual directors also participated in other
courses relating to the roles, functions and duties of a listed company
director or further enhancement of their professional development
by way of attending training courses or via online aids or reading
relevant materials.

Corporate Governance Functions

The Board is collectively responsible for performing the corporate
governance duties. During the vyear, the Board formalised the
inclusion of the following corporate governance duties into the terms
of reference of the Board:

— to develop and review the Company’s policies and practices
on corporate governance and make recommendations to the
Board;
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—  to review and monitor the training and continuous professional
development of Directors and senior management;

—  to review and monitor the Company’s policies and practices
on compliance with legal and regulatory requirements;

— to develop, review and monitor the code of conduct and
compliance manual (if any) applicable to the Company’s
employees and the Directors; and

—  to review the Company’s compliance with the code and disclosure
in the Corporate Governance Report in its Annual Report.

Board Diversity Policy

On 29 August 2013, the Company adopted the Board diversity
policy in accordance with the requirement set out in the Code.
The Company recognises and embraces the benefits of having a
diverse Board to enhance the quality of its performance. With a
view to achieving a sustainable and balanced development, the
Company sees increasing diversity at the Board level as an essential
element in supporting the attainment of its strategic objectives and
its sustainable development. In designing the Board’s composition,
Board diversity has been considered from a number of aspects,
including but not limited to gender, age, cultural and educational
background, and professional experience. All Board appointments will
be based on meritocracy, and candidates will be considered against
objective criteria, having due regard for the benefits of diversity on
the Board.

Board Meetings

The Board is expected to meet regularly at least four times a
year. Between scheduled meetings, the senior management of
the Group provides information to Directors on a regular basis
regarding the activities and development in the businesses of the
Group. The Directors have full access to information on the Group
and independent professional advice at all times whenever deemed
necessary by the Directors.

BB B[R B R A A Lansen Pharmaceutical Holdings Limited Bg
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EZFE-NF+ZA=+—HIEFE - E%F The Board held four meetings during the year ended 31 December
GRITTHNIEHE MEEEMHEFBRWM 2019 with the attendance of each Director as follows:
T .

HEEBR R

HITEBRY™ H =R
No. of meetings
attended/No. of

5= Directors meetings held Attendance rate
EBHTES: Executive Managing Director:
PR D (7T A4 ) Mr. Chen Li (Chief Executive Officer) 4/4 100%
FHITES: Non-executive Directors:
RIEBERE(EE) Mr. Wu Zhen Tao (Chairman) 3/4 75%
Stephen Burnau Hunt%c 4 Mr. Stephen Burnau Hunt 4/4 100%
TEBMEEGERE) Mr. Lee Jin Yi (Deputy Chairman) 3/3 100%
(RZZE—N%F (resigned on 31 October 2019)
TA=+—HT)
BELEL L Ms. Liu Xuezi 4/4 100%
BIYFHTES: Independent non-executive
Directors:
PR R0 4B ST A Mr. Chan Kee Huen, Michael 4/4 100%
BB ¥ EE Mr. Tang Chiu Ping, Raymond 11 100%
(R=ZE—N%F (resigned on 9 April 2019)
mA N BB
Fritz Heinrich Horlacher4t4  Mr. Fritz Heinrich Horlacher 4/4 100%
15 12 % A& Mr. Yeung Tak Bun, Allen 4/4 100%

NEFSNTHESEMS >  EFEELIER With respect to regular meetings of the Board, the Directors will be
THRESEMESZBARETESHAT PR given written notice of the meeting at least 14 days in advance and
—RESEZRBEMMBEXM - BLEME  an agenda with supporting Board papers no less than three days
FME EAERUEMNBRT  EHEE  prior to the meeting. For other meetings, Directors are given as much
EEATFTRFENEN - BARRIWERMAI  notice as is reasonable and practicable in the circumstances. Except
FTRHFMZEBRIN  WEMAE4 25 for those circumstances permitted by the articles of association of
THRMEESSREUNEEZEENTMEMEE  the Company, a Director who has a material interest in any contract,
FlZFhHEAEERNMRMES  BZAFMEME  transaction, arrangement or any other kind of proposal put forward
REENERE BEBEETZHET AL to the Board for consideration, will abstain from voting on the
EAEA o relevant resolution and such Director is not counted as quorum.
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The Board has devised its specific written terms of reference setting
out its duties, responsibilities, powers and functions which include
the following:

—  to develop and review the Company’s policies and practices
on corporate governance and make recommendations to the
Board;

—  to review and monitor the training and continuous professional
development of Directors and senior management;

— to take responsibility for the preparation and the true and
fair presentation of the financial statements in accordance
with the prevailing accounting standards and laws, approving
the financial statements and appointing and liaising with the
Group’s external auditors;

— to review the Company’s compliance with the code and
disclosure in the Corporate Governance Report in its Annual
Report;

—  to liaise with all regulatory authorities and organisations on all
matters relating to the Group, and monitor changes in their
policies relating to and affecting the Group; and

— to ensure accountability towards and sufficient communication
with the Group’s shareholders.

During the year, a meeting of the Chairman and the independent
non-executive Directors without the presence of other directors and
senior management was held to discuss the performance of the
executive director.

The Board also discussed the policy for the corporate governance

of the Company and duties performed by the Board and the Board
Committees (see below).
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Board Committees

The Board has established the Audit Committee, the Remuneration
Committee and the Executive Committee. Please see below for the
composition and responsibilities of the committees. Each committee
shall provide their recommendations to the Board based on their
respective terms of reference. The decisions of the Board on such
recommendations shall be final, unless otherwise stated in the terms
of reference of these committees.

Audit Committee

The Audit Committee of the Company consists of three independent
non-executive Directors. Mr. Chan Kee Huen, Michael, an
independent non-executive Director, currently serves as the chairman
of the Audit Committee. The Audit Committee is expected to meet
regularly at least three times per year.

The Board has established the Audit Committee with specific
written terms of reference setting out the duties, responsibilities
and authorities delegated by the Board. The terms of reference of
the Audit Committee are available on the websites of the Company
and the Stock Exchange. The major duties and responsibilities of the
Audit Committee include the following:

—  to oversee the relationship with the external auditor, including:

o to make recommendations to the Board on the
appointment, re-appointment and removal of the
external auditor, approve the remuneration and terms
of engagement of the external auditor and address any
questions of resignation or dismissal of such auditor;

o to review and monitor the external auditor’s
independence and objectivity and the effectiveness
of the audit process in accordance with applicable
standards; and

o to develop and implement policy on the engagement of
the external auditor to supply non-audit services;

— to review and monitor the integrity of the Group's financial
statements, annual reports and half-year reports, and to review
significant financial reporting judgements contained therein;
and

— to review the effectiveness of the financial reporting, risk
management and internal control systems of the Group.
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HEZZE-—NF+-A=1+—HIFE  #FE% The Audit Committee held three meetings during the year ended
ZEEBRTTZNEHE  MEWEMEFEE 31 December 2019 with the attendance of each member as follows:
SR
HESBERE
BTEERE HE =
No. of meetings
attended/No. of
BEREEERENRA Name of Audit Committee members meetings held Attendance rate
fRECE R E(E/E) Mr. Chan Kee Huen, Michael (Chairman) 3/3 100%
FERBETE Mr. Lee Jin Yi 2/2 100%
(R=ZZ—NF (resigned on 31 October 2019)
+A=+—H&T)
B RR - % A& Mr. Tang Chiu Ping, Raymond 1/1 100%
(RZE—hF (resigned on 9 April 2019)
/mA N BEE)
Fritz Heinrich Horlacher4t4  Mr. Fritz Heinrich Horlacher 3/3 100%
15 12, % A& Mr. Yeung Tak Bun, Allen 3/3 100%

BHE_ZT-NAF+-_A=+—HILFE FXZ

During the year ended 31 December 2019, the Audit Committee

Zeagt: had:

— RESEZCUARNBEETIEEBNMIMNER  —  reviewed with management and external auditor on the interim
YMENPHEERTFEXREURER results and annual results and related announcements including
NE BEAERERTE  MHERED the related disclosures, integrity of financial reporting and the
TEEMRASEEMRMRMANEFTHE: accounting policies adopted by the Group prior to submission

to the Board for approval;

— HEEEBNRYEAEEGFAMKEHRE —  discussed with management on significant judgements
=SNG 2l - affecting the Group’s consolidated financial statements;

—  EMIEZEEHI R ZEKI L —  reviewed the remuneration and terms of engagement of
R INEZ BN EZERNESSRMEHE the external auditor and recommended the Board on the
BEE: appointment of the external auditor;

— FHEFTWABEZBRSE  BREEL— —  reviewed and discussed the internal audit reports including the
MBEPRIOEZNEREBL & status of implementing recommendations from the previous

reports; and

— FEHNRIHEAEEAPELELEREE —  reviewed and assessed the adequacy and effectiveness of the

R RMERERT -

Group's internal control and risk management.
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Remuneration Committee

The Remuneration Committee of the Company consists of three
independent non-executive Directors and one non-executive Director.
Mr. Yeung Tak Bun, Allen, an independent non-executive Director,
currently serves as the chairman of the Remuneration Committee.
The Remuneration Committee is expected to meet regularly at least
once per year.

The Board has established the Remuneration Committee with specific
written terms of reference setting out the duties, responsibilities
and authorities delegated by the Board. The terms of reference
of the Remuneration Committee are available on the websites
of the Company and the Stock Exchange. The major duties and
responsibilities of the Remuneration Committee are:

— to make recommendations to the Board on the Company’s
remuneration policy and structure for all Directors and senior
management remuneration and on the establishment of a
formal and transparent procedure for developing remuneration
policy and placing such recommendations before the Board
concerning the total remuneration and/or benefits granted to
the Directors and senior management from time to time;

—  to assess the performance of executive Directors and senior
management;

— to consider salaries paid by comparable companies, time
commitment and responsibilities and employment conditions
elsewhere in the Group;

— to conform to any requirement, direction, and regulation that
may from time to time be prescribed by the Board or contained
in the constitution of the Company or imposed by the Listing
Rules or any applicable law;

— to assess the independence of independent non-executive
Directors;

—  to determine the policy for the nomination of Directors and
senior management;

—  to make recommendations to the Board on the nomination,
appointment or re-appointment of Directors and senior
management; and
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—  to review the structure, size and diversity (including without
limitation, gender, age, cultural and educational background,
and professional experience) of the Board at least annually;
and make recommendations on any proposed changes to the
Board to implement the Company’ s corporate strategy.

HE-Z-NFT-A=Z+T—HIEFE  FM  1he Remuneration Committee held one meeting during the year
ZEGROT-RERE MERBNLHERS ended 31 December 2019 with the attendance of each member as
AT follows:
HEEBRRE
BITERERE HE =
No. of meetings
Name of Remuneration attended/No. of
FMEEERENHSA Committee members meetings held Attendance rate
5 1=, (E ) Mr. Yeung Tak Bun, Allen (Chairman) 1/1 100%
B RR - % A& Mr. Tang Chiu Ping, Raymond 1/1 100%
(RZE—hF (resigned on 9 April 2019)
MANBEEE)
Stephen Burnau Hunt%c 4 Mr. Stephen Burnau Hunt 11 100%
FEETE Mr. Lee Jin Yi 171 100%
(RZZE—NF (resigned on 31 October 2019)
+TA=+—H#&1)
BRACJE & & Mr. Chan Kee Huen, Michael 171 100%
Fritz Heinrich Horlacher4c4  Mr. Fritz Heinrich Horlacher 171 100%

HE_Z-NAF+_A=+—HILFE - %M
ZE8g:

—  HRAEERS
fi

NEIE BRI E

— BRETABIL2QMRTE BIEFRS
MEBEOFIMEE, B REEH
MRE=eRHEHEBRRZE:

— ETERZEFOEE
— AWEFEEZTLEBERNETBERL R

— BRTERREFASEZERRCEE

FRNEFEHRLEBES

During the year ended 31 December 2019, the Remuneration

Committee:

— assessed the performance of the executive Director and the
senior management;

—  pursuant to provision B.1.2(c)(ii) of the Code, reviewed the
remuneration structure/package of the Directors and the senior
management, and made recommendation to the Board on their
remuneration;

— determined policy for the nomination of Directors;

—  discussed the implementation of the Board diversity policy; and

— made recommendation to the Board on the proposed re-

election of the retiring Directors at the forthcoming annual
general meeting.
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Nomination Policy

The Company has adopted a Nomination Policy for the Remuneration
Committee to consider and make recommendations to Shareholders
for election as Directors at general meetings or appoint as Directors
to fill casual vacancies.

Selection Criteria

The factors listed below would be used as reference by the
Remuneration Committee in assessing the suitability of a proposed
candidate:

reputation for integrity;

accomplishment and experience in the business in which the
Group is engaged in;

commitment in respect of available time and relevant interest;
factors in accordance with the Board Diversity Policy; and

such other
business.

perspectives appropriate to the Company’s

These factors are for reference only, and not meant to be exhaustive
and decisive. The Remuneration Committee has the discretion to
nominate any person, as it considers appropriate.

Nomination Procedures

M

The proposed candidates will be asked to submit the necessary
personal information in a prescribed form by the Remuneration
Committee :

The Remuneration Committee shall convene a meeting to
consider the nomination of candidates :

For the appointment of any proposed candidate to the Board,
the Remuneration Committee shall undertake adequate
due diligence in respect of such individual and make
recommendations for the Board’s consideration and approval :

For the re-appointment of any existing member(s) of the Board,
the Remuneration Committee shall make recommendations
to the Board for its consideration and recommendation, for
the proposed candidates to stand for re-election at a general
meeting ; and

The Board shall have the final decision on all matters relating
to its recommendation of candidates to stand for election at
a general meeting.
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HEZZE-NF+-A=1+—HIEFEZEZEH The following table shows the breakdown of Directors’ remuneration

BEAMMAT for the year ended 31 December 2019:
Hitr g
Other emoluments
- 11 BB
BE AENEA nERSE FEIMN @
Salaries,
allowances Retirement
and benefits Discretionary benefit plans
Fees in kind bonus contributions Total
TEn TEn TERn TEn TEn
US$'000 Us$'000 US$000 Us$'000 Us$'000
HE-Z-h%E Year ended 31 December 2019
TZAZt-HLEFE
BRNTES: Executive managing director:
RN Chen Li - 461 186 17 664
FHTES: Non-executive directors:
REE Wu Zhen Tao - - - — -
Stephen Burnau Hunt Stephen Burnau Hunt 39 - - — 39
*EHE Lee Jin Yi
(RZZE-N%F (resigned on 31 October 2019)
TA=+—HB&EA) - - - - -
=P Liu Xuezi — — 14 — 14
BUFHTES: Independent non-executive directors:
FrE e Chan Kee Huen, Michael 35 - - — 35
BHRIEE Tang Chiu Ping, Raymond
(RZE-NF (resigned on 9 April 2019)
mANBEE) 10 - - - 10
Fritz Heinrich Horlacher Fritz Heinrich Horlacher 32 - - — 32
5 & 3 Yeung Tak Bun, Allen 35 - - — 35
151 461 200 17 829
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The remuneration of the members of the senior management by
band for the year ended 31 December 2019:

ZE-hE
2019
A

No of individuals

£ %1,000,0007% 7T
1,000,001;% 7T 1,500,000 7T

BITEESE
ARRIMATERZEEH—ZHTEF MA
ERTESFLR—RFEFEN FATEF
REBLERRATZEEXIR -

EEECORUNTZEQUS EEEMBER
B JAE=EeETORE BENRESD -
HOTZEENIERBABACEENMH
LFMBEBEE  BHHITFERTPREA
AR - BN ERG BRA S REIH E R
B o

HWITZREEREBREEARTER kT
BASERHNEEBRAMEGERE - A&
ERIEREEEETESTEMAILNIIM
KR BE o
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Nil = HK$1,000,000 2
HK$1,000,001 to HK$1,500,000 1

Executive Committee

The Executive Committee of the Company consists of one executive
Director, two non-executive Directors and one non-Director. Mr. Wu
Zhen Tao, a non-executive Director, currently serves as the chairman
of the Executive Committee.

The Board has established the Executive Committee with specific
written terms of reference setting out the duties, responsibilities
and authorities delegated by the Board. The major duties and
responsibilities of the Executive Committee include reviewing the
financials and financial related matters, assisting in developing
annual and medium- to long-term corporate strategies, reviewing
and approving new business development plans, and reviewing and
approving research and development projects.

Executive Committee members normally meet every month to keep
abreast of the latest activities and performance of the Group and
to monitor and ensure that management carries out the directions
and strategies set by the Board.
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HEZZ—hF+-A=+—HIEFE $177 The Executive Committee held ten meetings during the year ended
FEeRITTHREHE MEKEMEER 31 December 2019 with the attendance of each member as follows:
SLEATE
HEEBXRE
BITEERK =
No. of meetings
Name of Executive attended/No. of
BTEEEREHSA Committee members meetings held Attendance rate
REBEE(EFE) Mr. Wu Zhen Tao (Chairman) 10/10 100%
TEBRLE Mr. Lee Jin Yi

(R=ZZE—NF (resigned on 31 October 2019)

THA=+—HEE) 8/8 100%
bR h %k & Mr. Chen Li 10/10 100%
BEZE A Ms. Liu Xuezi 7/10 70%
eSSt Ms. Tao Fang Fang 10/10 100%
BEREX Accountability and Audit
MBEHRE Financial Reporting

EENEREARBEEELNGABRER
HAASEVMBEHRENES - TABREARE
RAKEHBHERREFTENEE -

ARV ERREAMEBABRATDMEE
RAKEHE_T-NEFT_A=1t—HLLHF
BzHREMBHRERNB]EME -

EERZREMAEBGE M’H&%E’JTE%ZEU
R EE86E0A [ L BENHRE]

EREGANESELRBNERHEREMN
HAFNABEARENRR KRR - RHEF
BRZNIEBER R -

¥R &

RAFE BEELERERSAMEBMER
ZERAEEZEE  EHETEK

RBFREERELL -

The Directors acknowledge their responsibilities for preparing the
financial statements of the Group in accordance with statutory
requirements and accounting standards. The Directors also
acknowledge their responsibilities to ensure that the financial
statements for the Group are published in a timely manner.

BDO Limited acknowledges its responsibilities for the audit of
the Group’s consolidated financial statements for the year ended
31 December 2019.

The Directors’ and auditor’s responsibilities in respect of the
consolidated financial statements are set out in the “Independent
Auditor’s Report” on pages 86 to 90 in this report.

Management has provided to all members of the Board with monthly
updates giving a balanced and understandable assessment of the
Group's performance and position in detail.

Auditor’'s Remuneration

During the year, BDO Limited was appointed as the Group’s auditor
until the conclusion of next AGM.
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REBEE-T-NF+-A=T—HLFE 3
BBV ERREAMEBAARARREM] 2
REREZBERBMEN, TN ZERMT

During the year ended 31 December 2019, the fees paid/payable
to BDO Limited in respect of audit and non-audit services were as
follows:

B/ ERER

R 7% 1% & Services rendered Fee paid/payable
TER

Us$'000

% R 75 Audit services 271
IEZ B RS Non-audit services 111

HEBRGITERETHEN ARG ER
BRHPREBRXHNEMERRE °

REME
NAMEZREBELEEHESTENE LS
BEZRER BEREFENEABIERB K
KBEEFERRLERF -

EREFVESLAAWENEERRE - M
AAMEREARLEEFAETHRAESTSR
HEFER TLRHFEEHABEIRFEER
TR -

RBE-Z-NAE+_A=t—HLFE 2
AIMEDET IO IR FESEI -/
B EMRBIE3 29K R E -

BEE 2 I B R
ARAERBESRASENEREIEN

BUG EERAREE -BEFETERNE
He B R K 7e & B A BB B 1 R AT AR R AR SR &Y
MBEEAEENEE

ARAZEBATECTHEABEZIMS
HERASERELREFRE2ONIBER
HE - SEBEEAEEHEBAEBNMRE A2
7)1 S8 & B kAR B AR B BB ROA Bl A 1R 1R
I -
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The non-audit services mainly consisted of interim review and
other professional services in relation to the continuing connected
transactions and a major transaction.

Company Secretary

The Company Secretary, Mr. Pang Kai Fai, plays an important role
in supporting the Board by ensuring good information flow within
the Board and that board policy and procedures are followed.

All Directors may access to the advice and services of the Company
Secretary who regularly updates the Board on governance and
regulatory matters and should also facilitate induction and
professional development of Directors.

During the year ended 31 December 2019, the Company Secretary
has undertaken no less than 15 hours of relevant professional
training in compliance with Rule 3.29 of the Listing Rules.

Internal Control and Risk Assessment

The Board is responsible for monitoring the risk management and the
internal control system of the Group and on an ongoing basis has
the responsibility for reviewing their effectiveness including financial,
operational and compliance controls. The Board is committed to
implementing an effective and sound internal control system to
safeguard the interest of shareholders and the Group's assets.

Several department heads of the Company met with the internal
audit department regularly to ensure a sound internal control system
is in place and maintained. To enhance the knowledge of relevant
staff of the Group, training will be provided to them in the matter
of relevant rules and applicable laws as and when appropriate.
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The risk management and internal control system of the Group
are designed to manage rather than eliminate the risk of failure to
achieve business objectives, and can only provide reasonable and
not absolute assurance against all risk issues. We have employed a
bottom-up approach for the identification, assessment and mitigation
of risk at all business unit levels and across all functional areas.

During the process of risk assessment, the Board together with
management is responsible for identifying the risks of the Group and
deciding on the risk levels. An external consultant was engaged to
provide advice and support to the risk assessment process. The Board
is also responsible for assessing and determining the nature and
extent of the risks that are acceptable to the Group when achieving
its strategic objectives. After discussing and taking into consideration
the risk responses, the relevant departments and business units
have been assigned to implement the risk management solutions
in accordance with their respective roles and responsibilities. The
identified risks together with the risk responses have been recorded
in the risk register and the updating and maintenance of which is
subject to the supervision of the Board.

The key elements of the risk management and internal control
systems of the Company include the establishment of a risk register
to keep track of and document identified risks, the assessment and
evaluation of risks, the development and continuous updating of
responsive procedures, and the ongoing testing of internal control
procedures to ensure their effectiveness.

The internal audit department has performed annual internal control
reviews on certain important areas of monitoring including the
functions of finance, operations, compliance and risk management
respectively covering the period of 1 January 2019 to 31 December
2019 in compliance with the requirements under Code Provision
C.2 of the CG Code, according to the scope of review agreed and
approved by the Audit Committee.

Also, management has analysed the control environment and risk
assessment, assessed the various controls implemented and agreed
with the Board on the scope of review over the system of internal
controls. The approach of the review includes discussing with relevant
management and staff members, reviewing relevant documentation
of the internal control system, evaluating findings on any deficiencies
in the design of internal controls and developing recommendations
for improvement, where appropriate.

BB B[R B R A A Lansen Pharmaceutical Holdings Limited 81



TEXELAHRS

EEECDREZZEERERAER  £H
%%%%m@@xﬁ&m BERZEERR
ﬁé%Emﬁéﬁ ERAABORE

BRAER §$A§ﬁ°@§ff NE+=
ﬂ:+ BILFE  BEFEERAKENER
ERNAMEERGNAREETTEESR
Bl ERFRENENERERGHNEER
VTEEZZEENHHT EFEEARAR
SEMNEEREBHEERRENS - ﬁﬁm
MEZELERERREFERBKRKE -EFS
1 4 B R IR | I R B R R R RS
2 Mﬁ?ﬁmﬁmW%?ﬁ'ﬁ%%

24 PO B B R B

AFEEE

RARAREHREBEREERENASEENRET

Ko P HB 8L 1 1 B

— HMEHEBRELETRRNKRESLBAE G
IETE"]%{:E J?H”IE/i&m%/léJ%\H#Z‘
BERMRTEERENE QM

— KUABHEREZENK BEREABHEES
EEVREMESFER:

— REESIPEEBERZESEMN
NEHBRERESIBEREBINBE R

FRERGIE &

— BINRHAKREEBELER LR

EERERBENEE
RZZB-NF/—Z_ZFEE ARAEAR

MBEEELRSMERABEENEETLSHEB
BMEERR -ZFRBUAEXEDLAE
ERRA BB RAXMEERZRTERER

SREEABRHERE -

82 Annual Report 2019 £ %

Corporate Governance Report

Management has reported the results of the reviews to the Audit
Committee for its evaluation on the effectiveness of the system.
Meetings were held by the Audit Committee to discuss the findings
and the results of the reviews which were endorsed for reporting
to the Board. During the year ended 31 December 2019, the Board
has conducted its annual review of the effectiveness of the Group's
risk management and internal control systems and the Board is
satisfied that, based on the information supplied, coupled with its
own observations and with the assistance of the Audit Committee,
the present internal control and risk management processes are
satisfactory for the nature and size of the Group’s operations and
business. The Board will continue to ensure that appropriate review
of the systems and procedures is being carried out by management
from time to time to maintain a high standard of internal controls
and will make appropriate changes to the internal control system, if
necessary.

Inside Information
With respect to the procedures and internal controls for the handling
and dissemination of inside information, the Company:

— is aware of its obligations under the Listing Rules and the SFO
and the overriding principle that information which is expected
to be inside information should be announced once it is the
subject of a decision;

— has set up an inside information control team to supervise
inside information matters and report to the Board in a timely
manner;

—  has implemented its own policy and reporting system based
on Guidelines on Disclosure of Inside Information issued by the
Securities and Futures Commission; and

—  has established and implemented procedures for responding
to external enquiries about the Group's affairs.

Directors’ and Officers’ Liability

The Company has renewed Directors’ and Officers’ liabilities
insurance for all the Directors and senior management of the
Company for the year 2019/2020. The insurance covers them
against costs, charges, expenses and liabilities incurred arising out
of corporate activities.
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Communications with Shareholders

The Directors recognise the importance of long-term support from
the shareholders of the Company. The Board highly respects the
shareholders’ rights to express their views and appreciates their
suggestions to the Company.

Our investor relations activities include:

— regular meetings (one-to-one/group meetings, roadshows or
site visits) with analysts and investors;

— conferences with analysts and the press to announce the
Company's results;

—  the holding of an AGM which provides an opportunity for the
shareholders to communicate directly with the Board;

— the publication of announcements, interim reports, annual
reports and/or circulars on a timely basis via the Company’s
and the Stock Exchange’s websites; and

— the availability of the latest information of the Group on the
Company’s website.

There is no change in the Company’s memorandum and articles of
association during the year ended 31 December 2019.

Shareholder’s Rights

The AGM provides opportunities for the shareholders to meet and
raise questions to our Directors, management and the external
auditor.

The Company will arrange for the Chairman of the Board and the
respective chairman of each of the Board Committees to attend the
AGM to exchange views with shareholders and answer their questions.

Any shareholder is encouraged and entitled to attend the AGM,
provided that their shares have been recorded in the register of
members of the Company. The notice of AGM will be given to
all shareholders at least 20 clear business days or 21 clear days
(whichever is longer) before the meeting.

The last annual general meeting of the Company was the 2019
annual general meeting (2019 AGM"), held on 12 June 2019
at Admiralty Conference Centre (ACC), 1804A, 18/F, Tower 1,
Admiralty Centre, 18 Harcourt Road, Admiralty, Hong Kong. All
Directors, except Mr. Wu Zhen Tao, and the external auditor of the
Company, BDO Limited, attended the 2019 AGM.
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At the 2019 AGM, separate resolutions including declaration of
final dividend, the re-election of Directors, the re-appointment of
auditor, the authorisation to grant the general mandate to issue and
repurchase of shares were proposed. The Company adopted poll
voting for all resolutions.

All resolutions put to shareholders at the 2019 AGM were passed.
The Company’s Hong Kong Branch Share Registrar, Tricor Investor
Services Limited, was appointed as scrutineers to monitor and count
the poll votes cast at that meeting. The results of the voting by poll
were declared at the meeting and published on the websites of the
Company and the Stock Exchange.

The way by which shareholders can convene an extraordinary
general meeting (“EGM")

The Directors, notwithstanding anything in the Company’s articles
of association shall, on the requisition of shareholders holding at
the date of the deposit of the requisition not less than one-tenth
of such of the paid up capital of the Company having the right of
voting at general meetings of the Company, forthwith proceed duly
to convene an EGM.

The requisition must state the purposes of the meeting, and must be
signed by the requisitionists and deposited at the Company Secretary
at the Company’s principal place of business at Suites 12034, 12/F,
Li Po Chun Chambers, 189 Des Voeux Road Central, Hong Kong,
and may consist of several documents in like form each signed by
one or more requisitionists.

The request will be verified with the Company’'s Branch Share
Registrars and upon their confirmation that the request is proper
and in order, the Company Secretary will ask the Board to include
the resolution in the agenda for the EGM.

If the Directors do not within twenty-one days from the date of the
deposit of the requisition proceed duly to convene a meeting, the
requisitionists may themselves convene a meeting, but any meeting
so convened shall not be held after the expiration of two months
from the said date.

The procedures for sending enquiries to the Board

The enquiries must be in writing with contact information of the
requisitionists and deposited at the Company Secretary at the
Company’s principal place of business at Suites 1203-4, 12/F, Li Po
Chun Chambers, 189 Des Voeux Road Central, Hong Kong.
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The procedures for making proposals at Shareholders’ Meetings
To put forward proposals at an AGM or EGM, the shareholders
should submit a written notice of those proposals with detailed
contact information to the Company Secretary at the Company’s
principal place of business at Suites 1203-4, 12/F, Li Po Chun
Chambers, 189 Des Voeux Road Central, Hong Kong. The request
will be verified with the Company’s Share Registrars and upon their
confirmation that the request is proper and in order, the Company
Secretary will ask the Board to include the resolution in the agenda
for the general meeting.

The notice period to be given to all shareholders for consideration
of the proposal raised by the shareholders concerned at an AGM or
EGM varies according to the nature of the proposal, as follows:

. At least 14 days’ notice (the notice period must include 10
business days) in writing if the proposal constitutes an ordinary
resolution of the Company in an EGM.

o At least 21 days’ notice (the notice period must include 20
business days) in writing if the proposal constitutes a special
resolution of the Company in an EGM or any resolution of the
Company in an AGM.

Investor Relations Contacts

The Company values feedbacks from shareholders, investors and the
public. Enquiries and proposals are welcome and can be put to the
Company via the following means:

Hong Kong
Please contact our Company Secretary at:

By phone (852) 2828 9206

By post Suite 1203-4, 12/F., Li Po Chun Chambers,
189 Des Voeux Road Central, Hong Kong

By e-mail ir@lansen.com.cn

The PRC

Please contact our Investor Relations Department at:

By phone (86) 574 8804 6316

By post 228 Xinfeng Road, Gaogiao Industrial Park,
Haishu District, Ningbo City, Zhejiang Province, PRC
(Postal code: 315174)

By e-mail ir@lansen.com.cn

The latest investor relations information is available on the Company’s
website at www.lansen.com.cn.
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Tel : +852 2218 8288
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25t Floor Wing On Centre
111 Connaught Road Central

www.bdo.com.hk Hong Kong
55 1 +852 2218 8288 HEETHER115R
{8 : +852 2815 2239 KZAI2518

www.bdo.com.hk

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

Opinion

We have audited the consolidated financial statements of Lansen
Pharmaceutical Holdings Limited (the “Company”) and its subsidiaries
(together the “Group”) set out on pages 91 to 209, which comprise
the consolidated statement of financial position as at 31 December
2019, and the consolidated statement of profit or loss and other
comprehensive income, the consolidated statement of changes in
equity and the consolidated statement of cash flows for the year then
ended, and notes to the consolidated financial statements, including
a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at
31 December 2019, and of its consolidated financial performance and
its consolidated cash flows for the year then ended in accordance
with International Financial Reporting Standards and have been
properly prepared in compliance with the disclosure requirements of
the Hong Kong Companies Ordinance.

Basis for Opinion

We conducted our audit in accordance with International Standards
on Auditing (“ISAs”). Our responsibilities under those standards are
further described in the “Auditor’s Responsibilities for the Audit of
the Consolidated Financial Statements” section of our report. We are
independent of the Group in accordance with the HKICPA's “Code
of Ethics for Professional Accountants” (the “Code”), and we have
fulfilled our other ethical responsibilities in accordance with the Code.
We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

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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Key Audit Matters

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the consolidated
financial statements of the current period. These matters were
addressed in the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion thereon, and we
do not provide a separate opinion on these matters.

Impairment assessment of intangible assets with indefinite
useful lives and goodwiill

(Refer to Notes 5, 18 and 19 to the consolidated financial
statements)

The Group had intangible assets with indefinite useful lives of
US$21,670,000 and goodwill of US$6,825,000 as at 31 December
2019. Management has performed an impairment review under
International Accounting Standard 36 “Impairment of Assets”.
Recoverable amounts of cash-generating units are determined based
on value in use calculations, which include significant assumptions
and judgements made by management concerning the estimated
future cash flows.

We identified the impairment assessment of intangible assets with
indefinite useful lives and goodwill as a key audit matter because of
its significance to the consolidated financial statements and because
this area involves a significant degree of judgement and estimation
made by management, in particular the estimation of future cash
flows and discount rate.

See Notes 18 and 19 to the consolidated financial statements where the
key assumptions used in the impairment model have been disclosed.

Our response:

Our procedures in relation to management’s impairment assessment

of intangible assets with indefinite useful lives and goodwill included:

—  Discussing cash flow projections with senior management;

— Assessing the reasonableness of the sources of data and
key assumptions used by the management based on our
knowledge of the business and industry and by considering
the historical accuracy of budgeting;

—  Checking arithmetical accuracy of the impairment calculation; and

—  Performing sensitivity analysis including assessing the effect of

a reasonably possible change in discount rate and cash flows.
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Other Information in the Annual Report

The directors are responsible for the other information. The other
information comprises the information included in the Company’s
annual report, but does not include the consolidated financial
statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover
the other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with
the consolidated financial statements or our knowledge obtained in
the audit or otherwise appears to be materially misstated. If, based
on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report
that fact. We have nothing to report in this regard.

Directors’ Responsibilities for the Consolidated
Financial Statements

The directors are responsible for the preparation and fair presentation
of these consolidated financial statements in accordance with
International Financial Reporting Standards and the disclosure
requirements of the Hong Kong Companies Ordinance, and for such
internal control as the directors determine is necessary to enable the
preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors are
responsible for assessing the Group's ability to continue as a going
concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the directors
either intend to liquidate the Group or to cease operations, or have
no realistic alternative but to do so.

The directors are also responsible for overseeing the Group’s financial
reporting process. The Audit Committee assists the directors in
discharging their responsibility in this regard.

Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. This report is made solely to you,
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as a body, in accordance with the terms of our 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.

Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with ISAs will
always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of
these consolidated financial statements.

As part of an audit in accordance with ISAs, we exercise professional
judgment and maintain professional skepticism throughout the audit.
We also:

o identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or
error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control.

o obtain an understanding of internal control relevant to the
audit in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Group’s internal control.

o evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by the directors.

o conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt
on the Group's ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to
draw attention in our auditor’s report to the related disclosures
in the consolidated financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our
auditor’'s report. However, future events or conditions may
cause the Group to cease to continue as a going concern.
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. evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures,
and whether the consolidated financial statements represent
the underlying transactions and events in a manner that
achieves fair presentation.

o obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities
within the Group to express an opinion on the consolidated
financial statements. We are responsible for the direction,
supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

We communicate with the Audit Committee regarding, among other
matters, the planned scope and timing of the audit and significant
audit findings, including any significant deficiencies in internal control
that we identify during our audit.

We also provide the Audit Committee with a statement that we have
complied with relevant ethical requirements regarding independence,
and to communicate with them all relationships and other matters
that may reasonably be thought to bear on our independence, and
where applicable, related safeguards.

From the matters communicated with the directors, we determine
those matters that were of most significance in the audit of the
consolidated financial statements of the current period and are
therefore the key audit matters. We describe these matters in our
auditor’s report unless law or regulation precludes public disclosure
about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably
be expected to outweigh the public interest benefits of such
communication.

BDO Limited
Certified Public Accountants

Leung Tze Wai
Practising Certificate Number: PO6158

Hong Kong, 31 March 2020
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

HEZZT-NF+-A=+—HIEFE For the year ended 31 December 2019
—E-NEF —E-N\F
2019 2018
B 5% FEx FET
Notes Us$‘000 Us$'000
WA Revenue 6 54,257 56,872
55 & B AR Cost of sales (20,928) (26,601)
XX Gross profit 33,329 30,271
H b4z A Other income 6 3,702 2,232
HERDHRAX Selling and distribution expenses (18,042) (17,110)
THRAX Administrative expenses (15,260) (15,875)
CREEMNTEHEE Reversal of/(Allowance for) expected
EEELO (B E) credit losses on financial assets 230 (105)
BEHEAN(FE) Profit/(Loss) from operations 3,959 (587)
Hip JEg & IR A K> Other non-operating income and
expenses 8 19,559 5,904
TESR T EAEMATFE  Fair value gain on derivative financial
g instrument — 73
HihemAaEw Fair value gain on other financial
AR liabilities 133 100
PTH € B T B s Write off of derivative financial
instrument (1,910) =
B 7% A AN Finance costs 9 (4,409) 4,277)
FE/GBE & ANE 2 BB Share of post-tax result of associates
S 1,310 877
R P 15 ¥4 A0 & F Profit before income tax 10 18,642 2,090
T3 f Income tax expense 12 (293) (1,930)
FERF Profit for the year 18,349 160
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
T—NF+ZA=1+—BHILFE For the year ended 31 December 2019

—E-hF —ZE-N\F
2019 2018
Bt FEx FEx
Note US$'000 Us$'000
H {2 H W & Other comprehensive income
HREAFEEFH 7 E/E  Items that may be reclassified
subsequently to profit or loss:
— REFINEBEE — Exchange differences arising on
ZIEH =58 translation of foreign operations (2,524) (4,634)
— HE—HEHE QT — Exchange differences reclassified
Mo R E to profit or loss upon partial
o EEEED disposal of an associate
1,339 (107)
FEHEMEEKZE Other comprehensive income for the
year, net of tax (1,185) (4,741)
FEXHRBZAH Total comprehensive income for
the year 17,164 (4,581)
AATHEEANEWLER  Profit attributable to owners of the
Company 18,349 160
AATHEEAELEE  Total comprehensive income
attributable to owners of the
Company 17,164 (4,581)
ES =l
US cents US cents
Earnings per share
—EXREE — Basic and diluted 14 4.54 0.04
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Consolidated Statement of Financial Position

MWZZ—hF+=-HA=+—H As at 31 December 2019

—E-hF — N\
2019 2018
Bt 5% SEEI FET
Notes Us$‘000 Us$'000
BE ASSETS
IRBEE Non-current assets
M BMENKE Property, plant and equipment 15 25,140 28,262
FRHEEE Right-of-use assets 16 2,698 =
AR L & RIB Prepaid land lease payment 17 — 1,869
AU RE — A A *IE 3 Prepayment for acquisition of partial
T % 2 RIE equity interest in a company — 612
EEE Intangible assets 18 21,670 25,810
kS Goodwill 19 6,825 6,825
N RN X Interests in associates 20 16,143 30,138
72,476 93,516
REBEE Current assets
FE Inventories 21 6,652 11,965
B 5 & E U R Trade and other receivables 22 49,898 54,060
Al — H\A/—\ng‘ﬂ\ Loan to an associate 23 7,197 6,807
EW & Tax recoverable — 25
TES £ & K18 Prepaid land lease payment 17 — 52
MEEMTE Derivative financial instrument 38 — 1,910
B IRITTE K Pledged bank deposits 24 27,373 22,014
HeRIBEEEYD Cash and cash equivalents 24 20,363 11,564
111,483 108,397
REE Total assets 183,959 201,913
EmRE&E EQUITY AND LIABILITIES
EXRHE Capital and reserves
AATEEAENLER  Equity attributable to owners of the
Company
f% 7 Share capital 25 3,972 4,150
47 % (B Share premium 26 16,750 18,945
E 17 B% 9 Treasury shares 26 — (3)
IR Foreign exchange reserve (3,795) (2,610)
A TE B Statutory reserve 9,901 9,564
RE = Retained profits 74,547 58,405
miER Total equity 101,375 88,451
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Consolidated Statement of Financial Position
R-—ZT—HE+=-A=+—H As at 31 December 2019
—E-hE&E —E—)\F
2019 2018
B 5 FEx FETT
Notes Us$'000 Us$'000
kRBEE Non-current liabilities
HESE Lease liabilities 36 481 —
ELEFHIEAE Deferred tax liabilities 28 1,636 2,445
2,117 2,445
REEE Current liabilities
B Borrowings 27 60,520 87,224
HEBE Lease liabilities 36 413 —
RBREEE Current tax liabilities 1,406 512
B 5 & Hh & RIE Trade and other payables 29 16,666 21,487
EHaE Contract liabilities 30 291 560
Hib @ BE Other financial liabilities 31 1,171 1,234
80,467 111,017
HwWaE Total liabilities 82,584 113,462
HEZREE Total equity and liabilities 183,959 201,913
FREBEE (BE)FEE Net current assets/(liabilities) 31,016 (2,620)
HWEERRBAERS Total assets less current liabilities 103,492 90,896

FNE2090EHNEAMBRERDN -_E-Z 4 The consolidated financial statements on pages 91 to 209 were

A=t HEEESHEREENZE
HATATRERZRE:

EZE
Director

R
CHEN Li
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Director
ANER
LIU Xuezi

approved and authorised for issue by the Board of Directors on
31 March 2020 and are signed on its behalf by:
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Consolidated Statement of Changes in Equity

( ZE=T—NF+ZA=+—HIEFE For the year ended 31 December 2019

kx  RHEE EERG SHERE AEHE  REEN BRE

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

Txn TET TEn e TET TEn e
US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 US$'000
(M32s)  (Wi2e)  (Kiae)  (Mfsr2e)  (Mi26)
(Note 25)  (Note 26)  (Note 26)  (Note 26)  (Note 26)

BZ-2-\E+-HA=1—-H Year ended 31 December 2018

LEE
WZE-\F-A—-Hz&#% Balance at 1 January 2018 4,150 18,945 - 2131 9,233 62,019 96,478
R E(W5E13) Dividends (Note 13) = = = = = (3.443) (3.443)
F 13 1 8 (i 3% 26) Share repurchase (Note 26) — — 3) — — — 3)
ERENETRS Transactions with owners = = B) = = (3,443) (3,446)
FREA Profit for the year = = = = = 160 160
FEEMRZERA Other comprehensive income for the year
—REENEBELZESESE — Exchange differences arising on translation
of foreign operations = = = (4,634) = = (4,634)
— REE-RBERTNT — Exchange differences reclassified to
BaRENSEZER Eﬁ profit or loss upon partial disposal
EREE of an associate — — — (107) — — (107)
FERENEER Total comprehensive income for the year = = — (4,741) — 160 (4,581)
BRZETHE Appropriations to statutory reserve = — — — 331 (331) —

WZE—-\E+=ZA=+t—HZ Balance at 31 December 2018
ey 4150 18,945 3) (2,610) 9,564 58,405 88,451

BE-Z-N%E+-A=1t-H Year ended 31 December 2019

LEE
E2IR-Z-N\F Balance at 31 December 2018 as originally
TZRA=T-RZA&& presented 4,150 18,945 3) (2,610) 9,564 58,405 88,451
SHBEED — FMEBHE  Changes in accounting policies
REERF165 (H3E3.1() — adoption of IFRS 16 (Note 3.1(i) - - - - - (15) (15)
WZZE-NE—F—BZEEF| Restated balance at 1 January 2019
B 4,150 18,945 (3) (2,610) 9,564 58,390 88,436
& 8 (B E13) Dividends (Note 13) - - - - - (1,855) (1,855)
B 17 1 8 (Ff 526) Share repurchase (Note 26) - - (2,370) — - — (2,370
HHERENRR (M E26) Cancellation of shares repurchased (Note 26) (178) (2,195) 2,373 - - - -
ERENETRS Transactions with owners (178) (2,195) 3 - - (1,855) (4,225)
FEREF Profit for the year - - - - - 18,349 18,349
FEEMZENE Other comprehensive income for the year
—BEENEBELZESEHE — Exchange differences arising on translation
of foreign operations - - - (2,524) - - (2,524)
—NHE-BBEARNNS  — Exchange differences reclassified to
EnRENHRZREN profit or loss upon partial disposal
EXREE of an associate - - - 1,339 - - 1,339
FEXEURSHE Total comprehensive income for the year - - - (1,185) - 18,349 17,164
BREZETERE Appropriations to statutory reserve - - - - 337 (337) -

WZE-AFF+-A=T—HZ Balance at 31 December 2019
g3 3,972 16,750 — (3,795) 9,901 74,547 101,375
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Consolidated Statement of Cash Flows

HE T - NF+Z A=+ —BLFE

For the year ended 31 December 2019

ZB-hEF —J\%E
2019 2018
FEx FET
UsS$‘000 Us$'000
REREEBZHERE Cash flows from operating activities
Bk BT 15 ¢ A it A Profit before income tax 18,642 2,090
THE Adjustments for:
B 75 A AR Finance costs 4,409 4,277
B WA Interest income (454) (466)
JERBE L DR ZBRTH1E 2 4E Share of post-tax result of associates (1,310) (877)
EAERBERE Provision for impairment of intangible
assets 5,495 468
W - BERFZERERE Provision for impairment of property,
plant and equipment 918 154
B — BB & A B B #E 2 A Provision for impairment of interest in an
BB associate 396 —
PRE T &R E B HE Provision for impairment of obsolete
inventories 1,665 1,955
TREENTEBEEEBE (Reversal of)/Allowance for expected credit
(Bm), #E loss on financial assets (230) 105
M- BERZETE Depreciation of property, plant and
equipment 2,829 3,096
PESRIANATERKS Fair value gain on derivative financial
instrument — (73)
EtmemaEnmaTEak=s Fair value gain on other financial liabilities (133) (100)
T8 5 £ #h 36 & 5K I8 55 Amortisation of prepaid land lease
payment — 59
CTREEERE Depreciation of right-of-use assets 546 —
m & = Amortisation of intangible assets 561 583
HEMZE BERZERN Loss on disposals of property, plant and
&5 18 equipment 118 72
B & B M Write off of intangible assets — 744
17 & 88 Write off of inventories 1,610 170
& B & = W Write off of financial assets 572 1,159
PTHES R T B BN Write off of derivative financial instrument 1,910 —
HE— g AR B MHER Gain on partial disposal of an associate
B Uy 25 (25,450) (5,066)
BEESE A2 Em M Operating profit before working capital
changes 12,094 8,350
FEERL, (8 Decrease/(Increase) in inventories 1,929 (350)
B 5 Ik H e 4 5k I8 R Decrease in trade and other receivables 2,198 78
B 5 Ik H M e 3RIB (Decrease)/Increase in trade and other
CRLA). /& hn payables (4,631) 587
AHaE D), 1 (Decrease)/Increase in contract liabilities (263) 5
HEELEH D Cash generated from operations 11,327 8,670
B2 FE Interest paid (4,252) (4,118)
B & TR Income tax paid (154) (1,991)
METEELE R FEE Net cash generated from operating activities 6,921 2,561
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Consolidated Statement of Cash Flows

HE-Z-NAF+=-A=+—HILFE For the year ended 31 December 2019

—E-hF —E-N\F
2019 2018
Bt % FEx FET
Notes UsS$‘000 Us$'000
RERETHZ2EELARE Cash flows from investing activities
EHEFRITER (Increase)/Decrease in pledged bank
(3 ), m deposits (5,701) 9,541
EEWE  BWMENKZME  Purchase of property, plant and
equipment (1,367) (1,742)
BEEFEE Purchase of intangible assets (2,150) (3,179)
REHE R QAF3 Proceeds from partial disposal of an
DT Z T FE associate 43,508 9,848
/\ﬁ% F?Hﬁﬁ%’&j*ﬂ % Transaction costs and other tax in
RN FK AR connection with partial disposal of an
H associate (1,693) (355)
VAN N Dividends received from an associate 1,344 122
HEYE  BENEEFT  Proceeds from disposals of property,
5 IE plant and equipment 4 68
(1A) — P Bgh 5 1 B4R it (Advance to)/Repayment from an
Z B associate
— @ Bt & R A& K (358) 72
Ik g —RIEB AR 2 /FIR  Cash outflows from acquisition of a
G apjiifas subsidiary, net 34 — (992)
W B — B2 A A ZXIE  Payment for acquisition of an associate (1,422) —
TEfT UL BB B & AR FXIE  Prepayment for acquisition of
an associate — (612)
2 WF B Interest received 454 466
KEZTEE+LH 2 FEFE  Net cash generated from investing
activities 32,619 13,237
mﬁﬁﬂﬁfﬁiﬁZﬁ%ﬁi Cash flows from financing activities
BTS2 58 Proceeds from borrowings 27 76,924 113,029
féf?&f ,TAZ,TA Repayment of borrowings 27 (102,836) (122,295)
2R & Dividends paid (1,855) (3,443)
[i% 17 B §& FX I8 Payment for repurchase of shares (2,370) (3)
EETAEABEMNALII  Repayment of principal portion of
lease liabilities 36 (475) =
BETEFHZH 2 FEE  Net cash used in financing activities (30,612) (12,712)
HekReEEM Net increase in cash and cash
I 00 equivalents 8,928 3,086
FHRERIFLEEY  Cash and cash equivalents at beginning
of the year 11,564 8,891
EREHH T E Effects of exchange rate changes (129) (413)
FRESRBEELZEEY Cash and cash equivalents at end of
the year 20,363 11,564

BB BT fR B R A A Lansen Pharmaceutical Holdings Limited 97



A B IS ER R MR
Notes to the Consolidated Financial Statements

T—NE+=-A=+—HILFE For the year ended 31 December 2019
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Corporate Information

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

The principal activity of the Company is investment holding.
The principal activities of the Company’s subsidiaries
(together with the Company referred to as the “Group”) are
manufacturing and trading of pharmaceutical products. The
principal activities of the Group are carried out in the People’s
Republic of China (the “PRC”) and are set out in Note 33.
There were no significant changes in the Group’s operations
during the year.

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 of Consolidated Financial
Statements

The consolidated financial statements have been prepared in
accordance with all International Financial Reporting Standards
("IFRS"), International Accounting Standards (“IASs”) and
Interpretations (hereinafter collectively referred to as “IFRSs"”)
issued by the International Accounting Standards Board
("IASB”) and the disclosure requirements of the Hong Kong
Companies Ordinance. In addition, the consolidated financial
statements include applicable disclosures required by the Rules
Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”).

The consolidated financial statements have been prepared
under the historical cost basis except for certain financial
liabilities that are measured at fair values at the end of each
of the reporting period. The consolidated financial statements
are presented in United States Dollars (“US$”), which is the
same as the functional currency of the Company and all values
are rounded to the nearest thousand except when otherwise
indicated.
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Notes to the Consolidated Financial Statements
HEZZT-NF+ZA=1+—HILFE For the year ended 31 December 2019
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3. Adoption of New or Revised IFRSs

3.1

Adoption of new or revised IFRSs — effective on
1 January 2019

IFRS 16 Leases

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

Joint Arrangement

Amendments to
[FRS 9

Prepayment Features with Negative
Compensation

Amendments to
IAS 28

Long-term Interests in Associates and
Joint Ventures

Plan Amendment, Curtailment or
Settlement

Amendments to
IAS 19

IFRIC 23 Uncertainty over Income Tax

Treatments

Except for as explained below, the adoption of these new
or revised IFRSs has no material impact on the Group’s
consolidated financial statements.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2019

3. Adoption of New or Revised IFRSs (Continued)

3.1 Adoption of new or revised IFRSs — effective on
1 January 2019 (Continued)

IFRS 16 — Leases (“IFRS 16”)

(1)

Impact of the adoption of IFRS 16

IFRS 16 brings significant changes in accounting
treatment for lease accounting, primarily for
accounting for lessees. It replaces IAS 17 Leases
("IAS 17"), IFRIC-Int 4 Determining whether an
Arrangement contains a Lease ("IFRIC-Int 4"),
SIC-Int 15 Operating Leases-Incentives and SIC-
Int 27 Evaluating the Substance of Transactions
Involving the Legal Form of a Lease. From
a lessee’s perspective, almost all leases are
recognised in the statement of financial position
as right-of-use assets and lease liabilities, with
the narrow exception to this principle for leases
which the underlying assets are of low-value
or are determined as short-term leases. From a
lessor’'s perspective, the accounting treatment is
substantially unchanged from IAS 17. For details
of IFRS 16 regarding its new definition of a lease,
its impact on the Group's accounting policies and
the transition method adopted by the Group as
allowed under IFRS 16, refer to notes (ii) to (v)
below.

The Group has applied IFRS 16 using the
cumulative effect approach and recognised all the
cumulative effect of initially applying IFRS 16 as
an adjustment to the opening balance of retained
profits at the date of initial application. The
comparative information presented in 2018 has not
been restated and continues to be reported under
IAS 17 and related interpretations as allowed by
the transition provision in IFRS 16.
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3. Adoption of New or Revised IFRSs (Continued)

3.1 Adoption of new or revised IFRSs — effective on
1 January 2019 (Continued)

IFRS 16 — Leases (“IFRS 16”) (Continued)

0 Impact of the adoption of IFRS 16 (Continued)

The following table summarised the impact of
transition to IFRS 16 on the consolidated statement
of financial position as at 31 December 2018 to
that as at 1 January 2019 as follows:

FET
Us$'000
—EFE-NF—H—HAZ Consolidated statement of financial
HE BRI position as at 1 January 2019
FTAEEE—MASMR Right-of-use assets — leases of office
MABBoHE premises and office equipment 1,021
MENTIHBAEREESEA Reclassification from prepaid land lease
= A E (K &) payment as right-of-use assets (Note) 1,921
2,942
HEARE Lease liabilities (1,036)
TEfT + & K18 Prepaid land lease payment (1,921)
RE & AR A F R Net reduction in retained profits (15)

WeE: R=FT-—N\F+=ZA=+-—
A FEMEE LB
RESEAEMNLIHWEE
A o AR M IRE
AR 1655 B - FEA L3
HERENRE RIERD
B 15 2 Bl 52,0003 T &
1,869,000 L EEH A
ERAEEE -

Note:

Upfront payments for leasehold lands in the PRC were
classified as prepaid land lease payment as at 31
December 2018. Upon adoption 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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Adoption of New or Revised IFRSs (Continued)

3.1 Adoption of new or revised IFRSs — effective on
1 January 2019 (Continued)

IFRS 16 — Leases (“IFRS 16”) (Continued)

(i) Impact of the adoption of IFRS 16 (Continued)

The following reconciliation explains how the
operating lease commitments disclosed applying
IAS 17 at the end of 31 December 2018 could
be reconciled to the lease liabilities at the date of
initial application recognised in the consolidated
statement of financial position as at 1 January
2019:

TET
US$'000

MEHEREHBEREZ HK

R=B-\E+=A=+—Af
BEMEREAR

WL ¢ 32 P 4% 8 PR L 2 B 4 3
FERANYE

Reconciliation of operating lease
commitments to lease liabilities

Minimum operating lease commitments 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—hF—A—BERN
Gil: \E\{E

Lease liabilities recognised at
1 January 2019 1,036

R=ZFBE—NLF—A—B&KA
R RERNAEERE
BAMMEFLSEBAALES
BERFEELT1% °
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The weighted average lessee’s incremental
borrowing rate applied to lease liabilities
recognised in the consolidated statement of
financial position as at 1 January 2019 was 4.71%.
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the Consolidated Financial Statements
T-NF+ZA=1+—HIFE For the year ended 31 December 2019

3. Adoption of New or Revised IFRSs (Continued)

3.1

Adoption of new or revised IFRSs — effective on
1 January 2019 (Continued)

IFRS 16 — Leases (“IFRS 16”) (Continued)

(i)

The new definition of a lease

Under IFRS 16, a lease is defined as a contract, or
part of a contract, that conveys the right to use an
asset (the underlying asset) for a period of time in
exchange for consideration. A contract conveys the
right to control the use of an identified asset for
a period of time when the customer, throughout
the period of use, has both: (a) the right to obtain
substantially all of the economic benefits from use
of the identified asset and (b) the right to direct
the use of the identified asset.

For a contract that contains a lease component
and one or more additional lease or
lease components, a lessee shall allocate the
consideration in the contract to each lease
component on the basis of the relative stand-
alone price of the lease component and the
aggregate stand-alone price of the non-lease
components, unless the lessee apply the practical
expedient which allows the lessee to elect, by
class of underlying asset, not to separate non-
lease components from lease components, and
instead account for each lease component and any
associated non-lease components as a single lease
component.

non-

The Group has elected not to separate non-
lease components and account for all each
lease component and any associated non-lease
components as a single lease component for all
leases.
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3. Adoption of New or Revised IFRSs (Continued)

3.1

Adoption of new or revised IFRSs — effective on
1 January 2019 (Continued)

IFRS 16 — Leases (“IFRS 16”) (Continued)

(iii)

Accounting as a lessee

Under IAS 17, a lessee has to classify a lease as
an operating lease or a finance lease based on
the extent to which risks and rewards incidental
to ownership of a lease asset lie with the lessor
or the lessee. If a lease is determined as an
operating lease, the lessee would recognise the
lease payments under the operating lease as an
expense over the lease term. The asset under the
lease would not be recognised in the statement of
financial position of the lessee.

Under IFRS 16, all leases (irrespective of they are
operating leases or finance leases) are required to
be capitalised in the statement of financial position
as right-of-use assets and lease liabilities, but IFRS
16 provides accounting policy choices for an entity
to choose not to capitalise (i) leases which are
short-term leases and/or (ii) leases for which the
underlying asset is of low-value. The Group has
elected not to recognise right-of-use assets and
lease liabilities for low-value assets and leases for
which at the commencement date have a lease
term less than 12 months. The lease payments
associated with those leases have been expensed
on straight-line basis over the lease term.

The Group recognised a right-of-use asset and
a lease liability at the commencement date of a
lease.
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3. Adoption of New or Revised IFRSs (Continued)

3.1

Adoption of new or revised IFRSs — effective on
1 January 2019 (Continued)

IFRS 16 — Leases (“IFRS 16”) (Continued)

(i)

Accounting as a lessee (Continued)

Right-of-use asset

The right-of-use asset should be recognised at cost
and would comprise: (i) the amount of the initial
measurement of the lease liability (see below for
the accounting policy to account for lease liability);
(i) any lease payments made at or before the
commencement date, less any lease incentives
received; (i) any initial direct costs incurred by the
lessee; and (iv) an estimate of costs to be incurred
by the lessee in dismantling and removing the
underlying asset to the condition required by the
terms and conditions of the lease, unless those
costs are incurred to produce inventories.

The Group measures the right-of-use assets
applying a cost model. Under the cost model, the
Group measures the right-of-use assets at cost, less
any accumulated depreciation and any impairment
losses, and adjusted for any remeasurement of
lease liability.

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

Lease liability

The lease liability should be recognised at the
present value of the lease payments that are not
paid at the date of commencement of the lease.
The lease payments shall be discounted using
the interest rate implicit in the lease, if that rate
can be readily determined. If that rate cannot be
readily determined, the Group shall use the Group’s
incremental borrowing rate.
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3. Adoption of New or Revised IFRSs (Continued)

3.1

Adoption of new or revised IFRSs — effective on
1 January 2019 (Continued)

IFRS 16 — Leases (“IFRS 16”) (Continued)

(i)

(iv)

Accounting as a lessee (Continued)

Lease liability (Continued)

The following payments for the right-to-use of
the underlying asset during the lease term that
are not paid at the commencement date of the
lease are considered to be lease payments: (i) fixed
payments less any lease incentives receivable; (ii)
variable lease payments that depend on an index or
a rate, initially measured using the index or rate as
at the commencement date; (iii) amounts expected
to be payable by the lessee under residual value
guarantees; (iv) the exercise price of a purchase
option if the lessee is reasonably certain to exercise
that option; and (v) payments of penalties for
terminating the lease, if the lease term reflects the
lessee exercising an option to terminate the lease.

Subsequent to the commencement date, a lessee
shall measure the lease liability by: (i) increasing
the carrying amount to reflect interest on the lease
liability; (i) reducing the carrying amount to reflect
the lease payments made; and iii) remeasuring the
carrying amount to reflect any reassessment or
lease modifications, e.g., a change in future lease
payments arising from a change in an index or
rate, a change in the lease term, a change in the
in-substance fixed lease payments or a change in
assessment to purchase the underlying asset.

Accounting as a lessor

As the accounting under IFRS 16 for a lessor is
substantially unchanged from the requirements
under IAS 17, the adoption of IFRS 16 does
not have significant impact on these financial
statements.
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3. Adoption of New or Revised IFRSs (Continued)

3.1

Adoption of new or revised IFRSs — effective on
1 January 2019 (Continued)

IFRS 16 — Leases (“IFRS 16”) (Continued)

(v)

Transition

As mentioned above, the Group has applied IFRS
16 using the cumulative effect approach and
recognised all the cumulative effect of initially
applying IFRS 16 as an adjustment to the opening
balance of retained profits at the date of initial
application (1 January 2019). The comparative
information presented in 2018 has not been
restated and continues to be reported under IAS
17 and related interpretations as allowed by the
transition provision in IFRS 16.

The Group has recognised the lease liabilities at
the date of 1 January 2019 for leases previously
classified as operating leases applying IAS 17 and
measured those lease liabilities at the present
value of the remaining lease payments, discounted
using the lessee’s incremental borrowing rate at 1
January 2019.

The Group has elected to recognise the right-of-
use assets at 1 January 2019 for leases previously
classified operating leases under IAS 17 as if IFRS
16 had been applied since the commencement
date, but discounted using the lessee’s incremental
borrowing rate at the date of initial application. For
all these right-of-use assets, the Group has applied
IAS 36 Impairment of Assets at 1 January 2019 to
assess if there was any impairment as on that date.

BA A B 224 iR A R A Al Lansen Pharmaceutical Holdings Limited 107



AR e B S Rk B BE

Notes to the Consolidated Financial Statements
BE_Z-NFTZA=+—BIFE For the year ended 31 December 2019

3. BRMFEINEBFIERMBERS

¥ H

= A

BH1

| (4&)

RAFAIRNEBTRRM B RS
B —BH-FE-NF-A—-H&
(&)

BRI T #HEER 165 —H

BE(EBRMEHRERERFE165 )

(4&)

(v)

R (E)
REBIIEER T E R
BHA:()VHASEMER
BeHEHARME—RR
K (hER#RE  THEE
EEEHEEREAREE
EBEERE: (IR=F—N
F-A-AHEERAREE
RTABRMEEERAN: &
(VNG BREIERRAILHE
EZEER AERERT
AETHES -

Br Eatt ASN - REEE E A
BEREEE A EUE: OVBEH
B 7 R 5 2RI B 169k FE R
FAZN & B 25 B e FR B PR & &f
AR 21755 R BB B 7S 3R &
EREZEE—REFEINF
FAEREZMEREEOR
(i) 7 428 7% B9 B Bt 755 3 & 2E A
165 & AR 2t B IF 48 B PR
&SR 55175 K B R B 1S
REREZEE—REFS
FABASEHEZELY -

108 Annual Report 2019 £ #

3. Adoption of New or Revised IFRSs (Continued)

3.1

Adoption of new or revised IFRSs — effective on
1 January 2019 (Continued)

IFRS 16 — Leases (“IFRS 16”) (Continued)

(v)

Transition (Continued)

The Group has also applied the following practical
expedients: (i) applied a single discount rate
to a portfolio of leases with reasonably similar
characteristics; (i) applied the exemption of not to
recognise right-of-use assets and lease liabilities for
leases of low-value assets; (iii) excluded the initial
direct costs from the measurement of the right-of-
use asset at 1 January 2019; and (iv) used hindsight
in determining the lease terms if the contracts
contain options to extend or terminate the leases.

Other than the above, the Group has applied the
practical expedients such that: (i) IFRS 16 is applied
to all of the Group’'s lease contracts that were
previously identified as leases applying IAS 17 and
IFRIC-Int 4 and (ii) not to apply IFRS 16 to contracts
that were not previously identified as containing a
lease under IAS 17 and IFRIC-Int 4.
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3. Adoption of New or Revised IFRSs (Continued)

3.1

3.2

Adoption of new or revised IFRSs — effective on
1 January 2019 (Continued)

IFRIC 23 - Uncertainty over Income Tax Treatments

The interpretation supports the requirements of IAS 12
Income Taxes, by providing guidance over how to reflect
the effects of uncertainty in accounting for income
taxes. Under the interpretation, the entity shall determine
whether to consider each uncertain tax treatment
separately or together based on which approach better
predicts the resolution of the uncertainty. The entity shall
also assume the tax authority will examine amounts that
it has a right to examine and have full knowledge of all
related information when making those examinations. If
the entity determines it is probable that the tax authority
will accept an uncertain tax treatment, then the entity
should measure current and deferred tax in line with its
tax filings. If the entity determines it is not probable, then
the uncertainty in the determination of tax is reflected
using either the “most likely amount” or the “expected
value” approach, whichever better predicts the resolution
of the uncertainty.

New or revised IFRSs that have been issued but are
not yet effective

The following new or revised IFRSs, potentially relevant
to the Group’'s consolidated financial statements, have
been issued, but are not yet effective and have not been
early adopted by the Group.
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3.

NFEF+=ZA=+—HIEFE For the year ended 31 December 2019

Adoption of New or Revised IFRSs (Continued)

3.2

New or revised IFRSs that have been issued but are
not yet effective (Continued)

Amendments to Sale or Contribution of Assets between
IFRS 10 and IAS 28 an Investor and its Associate or Joint
Venture?

Amendments to IAS 1 Definition of Material’

and IAS 8

Classification of Liabilities as Current or
Non-Current?

Amendments to IAS 1

Amendments to IFRS 3 Definition of a Business'

Amendments to IFRS 9 Interest Rate Benchmark Reform'

JAS 39 and IFRS 7

1 Effective for annual periods beginning on or after 1 January
2020.

2 Effective for annual periods beginning on or after 1 January
2022.

3 The amendments were originally intended to be effective for

periods beginning on or after 1 January 2018. The effective
date has now been deferred/removed. Early application of the
amendments continue to be permitted.

Amendments to IAS 1 and IAS 8 — Definition of
Material

The amendments clarify the definition and explanation
of “material”, aligning the definition across all IFRS
Standards and the Conceptual Framework, and
incorporating supporting requirements in IAS 1 into the

definition.
Amendments to IFRS 3 — Definition of a Business

The amendments clarify that a business must include,
as a minimum, an input and a substantive process that
together significantly contribute to the ability to create
outputs, together with providing extensive guidance on
what is meant by a “substantive process”.

Additionally, the amendments remove the assessment of
whether market participants are capable of replacing any
missing inputs or processes and continuing to produce
outputs, whilst narrowing the definition of “outputs” and
a "business” to focus on returns from selling goods and
services to customers, rather than on cost reductions.
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Adoption of New or Revised IFRSs (Continued)

3.2 New or revised IFRSs that have been issued but are
not yet effective (Continued)
Amendments to IFRS 3 — Definition of a Business
(Continued)
An optional concentration test has also been added that
permits a simplified assessment of whether an acquired
set of activities and assets is not a business.

The directors do not expect that these new or revised
IFRSs will have a material impact on the Group’s
consolidated results and consolidated financial position
upon application.

Summary of Significant Accounting Policies
The significant accounting policies that have been used in
the preparation of these financial statements are summarised
below. These policies have been consistently applied to all the
years presented unless otherwise stated.

Basis of consolidation

Consolidation of a subsidiary begins when the Group obtains
control over the subsidiary and ceases when the Group loses
control of the subsidiary. Specifically, income and expenses
of a subsidiary acquired or disposed of during the year are
included in the consolidated statement of profit or loss and
other comprehensive income from the date the Group gains
control until the date when the Group ceases to control the
subsidiary.

When necessary, adjustments are made to the consolidated
financial statements of subsidiaries to bring their accounting
policies into line with the Group’s accounting policies.

All intra-group assets and liabilities, equity, income, expenses
and cash flows relating to transactions between members of
the Group are eliminated in full on consolidation. Unrealised
losses are also eliminated unless the transaction provides
evidence of impairment on the asset transferred, in which case
the loss is recognised in profit or loss.

When the Group loses control of a subsidiary, the profit or loss on
disposal is calculated as the difference between (i) the aggregate
of the fair value of the consideration received and the fair value
of any retained interest and (i) the previous carrying amount of
the assets (including goodwill), and liabilities of the subsidiary
and any non-controlling interest. Amounts previously recognised
in other comprehensive income in relation to the subsidiary are
accounted for in the same manner as would be required if the
relevant assets or liabilities were disposed of.
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Summary of Significant Accounting Policies
(Continued)

Subsidiaries

A subsidiary is an investee over which the Company is able to
exercise control. The Company controls an investee if all three
of the following elements are present: power over the investee,
exposure, or rights, to variable returns from the investee, and
the ability to use its power to affect those variable returns.
Control is reassessed whenever facts and circumstances
indicate that there may be a change in any of these elements
of control.

In the Company’s statement of financial position, interest in a
subsidiary is carried at cost less any impairment losses, if any.
The result of the subsidiary is accounted for by the Company
on the basis of dividends received and receivable at the end
of the reporting period. All dividends whether received out of
the investee’s pre or post-acquisition profits are recognised in
the Company’s profit or loss.

Goodwiill

Goodwill arising on acquisition of a business is carried at cost
as established at the date of acquisition of the business less
accumulated impairment losses, if any.

For the purpose of impairment testing, goodwill arising from an
acquisition is allocated to each of the relevant cash-generating
units that are expected to benefit from the synergies of the
acquisition. A cash-generating unit ("CGU") is the smallest
identifiable group of assets that generates cash inflows that are
largely independent of the cash inflows from other assets or
groups of assets. A CGU to which goodwill has been allocated
is tested for impairment annually, by comparing its carrying
amount with its recoverable amount, and whenever there is
an indication that the unit may be impaired.
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Summary of Significant Accounting Policies

(Continued)

Goodwill (Continued)

For goodwill arising on an acquisition in a financial year, the
cash-generating unit to which goodwill has been allocated is
tested for impairment before the end of that financial year.
When the recoverable amount of the CGU is less than the
carrying amount of the unit, the impairment loss is allocated
to reduce the carrying amount of any goodwill allocated to
the unit first, and then to the other assets of the unit pro-
rata on the basis of the carrying amount to each asset in
the unit. However, the loss allocated to each asset will not
reduce the individual asset’s carrying amount to below its fair
value less cost of disposal (if measurable) or its value in use
(if determinable), whichever is the higher. Any impairment loss
for goodwill is recognised in profit or loss and is not reversed
in subsequent periods.

On disposal of the relevant cash-generating unit, the
attributable amount of goodwill is included in the
determination of the amount of profit or loss on disposal.

The Group’s policy for goodwill arising on the acquisition
of an associate is described below in the section heading
“Associates”.

Associates

An associate is an entity over which the Group has significant
influence and that is neither a subsidiary nor a joint
arrangement. Significant influence is the power to participate
in the financial and operating policy decisions of the investee
but is not control or joint control over those policies.

The results and assets and liabilities of associates are
incorporated in these consolidated financial statements
using the equity method of accounting. Under the equity
method, interests in associates are initially recognised in
the consolidated statement of financial position at cost and
adjusted thereafter to recognise the Group's share of the profit
or loss and other comprehensive income of the associates.
When the Group’s share of losses of associates exceeds the
Group's interest in that associates (which includes any long-
term interests that, in substance, form part of the Group's
net investment in the associate), the Group discontinues
recognising its share of further losses. Additional losses are
recognised only to the extent that the Group has incurred legal
or constructive obligations or made payments on behalf of the
associates.
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Summary of Significant Accounting Policies

(Continued)

Associates (Continued)

Interests in associates are accounted for using the equity
method from the date on which the investee becomes
associates. On acquisition of the interests in associates, any
excess of the cost of the investment over the Group’s share
of the net fair value of the identifiable assets and liabilities of
the investee is recognised as goodwill, which is included within
the carrying amount of the investment. Any excess of the
Group's share of the net fair value of the identifiable assets and
liabilities over the cost of the investment, after reassessment, is
recognised immediately in profit or loss in the period in which
the investment is acquired.

The requirements of IFRS 9 Financial Instruments (“IFRS 9")
are applied to determine whether it is necessary to recognise
any impairment loss with respect to the Group’s interest in
an associate. When necessary, the entire carrying amount of
the investment (including goodwill) is tested for impairment
in accordance with IAS 36 as a single asset by comparing its
recoverable amount (higher of value in use and fair value less
costs of disposal) with its carrying amount. Any impairment
loss recognised forms part of the carrying amount of the
investment. Any reversal of that impairment loss is recognised
in accordance with IAS 36 to the extent that the increased
carrying amount does not exceed the carrying amount that
would have been determined had impairment loss been
recognised for the interests in associates in prior years.

The Group discontinues the use of the equity method from the
date when the investment ceases to be associates, or when the
investment (or a portion thereof) is classified as held for sale.
When the Group retains interests in the former associates and
the retained interest is a financial asset, the Group measures
the retained interest at fair value at that date and the fair
value is regarded as its fair value on initial recognition in
accordance with IFRS 9. The difference between the carrying
amount of the associate at the date the equity method was
discontinued, and the fair value of any retained interest
and any proceeds from disposing of partial interests in the
associates is included in the determination of the gain or loss
on disposal of the associates. In addition, the Group accounts
for all amounts previously recognised in other comprehensive
income in relation to that associates on the same basis as
would be required if that associates had directly disposed of
the related assets or liabilities. Therefore, if a gain or loss
previously recognised in other comprehensive income by that
associates would be reclassified to profit or loss on the disposal
of the related assets or liabilities, the Group reclassifies the
gain or loss from equity to profit or loss (as a reclassification
adjustment) when the equity method is discontinued.
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Summary of Significant Accounting Policies

(Continued)

Associates (Continued)

When the Group reduces its ownership interests in associates
but the Group continues to use the equity method, the Group
reclassifies to profit or loss the proportion of the gain or loss
that had previously been recognised in other comprehensive
income relating to that reduction in ownership interest if that
gain or loss would be reclassified to profit or loss on the
disposal of the related assets or liabilities.

When a group entity transacts with an associate of the
Group (such as a sale or contribution of assets), profits and
losses resulting from the transactions with the associate are
recognised in the Group’s consolidated financial statements
only to the extent of interests in the associates that are not
related to the Group.

Property, plant and equipment

Property, plant and equipment including land and buildings
held for use in the production or supply of goods or services,
or for administrative purposes (other than properties under
construction as described below) are stated at cost less
accumulated depreciation and impairment losses, if any.

The cost of property, plant and equipment includes its purchase
price and the costs directly attributable to the acquisition of
the items.

Subsequent costs are included in the asset’s carrying amount
or recognised as a separate asset, as appropriate, only when it
is probable that future economic benefits associated with the
item will flow to the Group and the cost of the item can be
measured reliably. The carrying amount of the replaced part is
derecognised. All other repairs and maintenance are recognised
as an expense in profit or loss during the period in which they
are incurred.
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Summary of Significant Accounting Policies

(Continued)

Property, plant and equipment (Continued)

Property, plant and equipment are depreciated so as to write
off the cost of items of property, plant and equipment (other
than properties under construction) less their estimated residual
values over their estimated useful lives, using the straight-line
method. The estimated useful lives, estimated residual values
and depreciation method are reviewed at the end of each
reporting period, with the effect of any changes in estimate
accounted for on a prospective basis. The estimated useful lives
of major categories of property, plant and equipment are as
follows:

Building and plant 20-50 years
Machineries 3-10 years
Motor vehicles 5-12 years
Furniture and equipment 5-15 years

Construction in progress is stated at cost less impairment
losses. Costs include professional fees, direct costs of
construction and, for qualifying assets, borrowing costs
capitalised in accordance with the Group’s accounting policy.
Capitalisation of these costs ceases and the construction in
progress is transferred to the appropriate class of property,
plant and equipment when substantially all the activities
necessary to prepare the assets for their intended use are
completed. No depreciation is provided for in respect of
construction in progress until it is completed and ready for its
intended use.

An asset is written down immediately to its recoverable amount
if its carrying amount is higher than the asset’s estimated
recoverable amount.

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. Any
gain or loss arising on the disposal or retirement of an item of
property, plant and equipment is determined as the difference
between the net sales proceeds and its carrying amount, and
is recognised in profit or loss on disposal.
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Summary of Significant Accounting Policies

(Continued)

Prepaid land lease payment (accounting policies applied
until 31 December 2018)

Prepaid land lease payment represent up-front payments to
acquire long term interest in the usage of land. These payments
are stated at cost less accumulated amortisation and any
impairment losses. Amortisation is calculated on straight-line
method over the lease terms between 48 to 50 years.

Intangible assets (other than goodwill) and research and
development costs

Intangible assets (other than goodwill)

Intangible assets acquired separately are recognised initially
at cost. After initial recognition, intangible assets with finite
useful lives are carried at cost less accumulated amortisation
and any impairment losses. Amortisation for intangible assets
with finite useful lives is provided on straight-line method over
their estimated useful lives. Amortisation commences when
the intangible assets are available for use. The amortisation
expense is recognised in profit or loss and included in
administrative expenses.

Intangible assets with indefinite useful lives are carried at cost
less any subsequent impairment accumulated losses.

An intangible asset is derecognised on disposal, or when no
future economic benefits are expected from use or disposal.
Gains or losses arising from derecognition of an intangible
asset, measured as the difference between the net disposal
proceeds and the carrying amount of the asset, are recognised
in profit or loss when the asset is derecognised.
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Summary of Significant Accounting Policies

(Continued)

Intangible assets (other than goodwill) and research and
development costs (Continued)

Research and development costs

An intangible asset arising from development expenditure on
an individual project is recognised provided they meet the
following recognition requirements:

] demonstration of technical feasibility of completing the
prospective product for internal use or sale;

o there is intention to complete the intangible asset and
use or sell it;

o the Group's ability to use or sell the intangible asset is
demonstrated;

o the intangible asset will generate probable economic
benefits through internal use or sale;

. sufficient technical, financial and other resources are
available for completion; and

o the expenditure attributable to the intangible asset can
be reliably measured.

Development expenditure which does not meet the above
criteria and expenditure on the research phase of internal
projects are recognised in profit or loss when incurred.

Capitalised development costs that have a finite useful life are
amortised on straight-line method over their estimated useful
lives, when the products are available for use. The amortisation
expense is recognised in profit or loss and included in
administrative expenses. Capitalised development costs with
indefinite useful lives are tested for impairment annually.

Impairment of tangible and intangible assets (other than
goodwill)

Intangible assets with indefinite useful lives and intangible
assets not yet available for use are tested for impairment
annually by comparing their carrying amounts with their
recoverable amounts, irrespective of whether there is any
indication that they may be impaired.
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Summary of Significant Accounting Policies

(Continued)

Impairment of tangible and intangible assets (other than
goodwill) (Continued)

At the end of the reporting period, the Group reviews the
carrying amounts of its tangible and intangible assets that
have a finite useful life to determine whether there is any
indication that those assets have suffered an impairment loss.
If any such indication exists, the recoverable amount of the
asset is estimated in order to determine the extent of the
impairment loss (if any). Where it is not possible to estimate the
recoverable amount of an individual asset, the Group estimates
the recoverable amount of the CGU to which the asset belongs.
Where a reasonable and consistent basis of allocation can
be identified, corporate assets are also allocated to individual
CGUs, or otherwise they are allocated to the smallest group
of CGUs for which a reasonable and consistent allocation basis
can be identified.

The recoverable amount is the higher of fair value less costs
of disposal and value in use. Value in use is based on the
estimated future cash flows expected to be derived from the
asset (or cash-generating unit), discounted to their present
value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risk specific
to the assets or cash-generating unit.

If the recoverable amount of an asset (or cash-generating unit)
is estimated to be less than its carrying amount, the carrying
amount of the asset (or cash-generating unit) is reduced to its
recoverable amount. If an asset’s carrying amount is decreased
as a result of a revaluation, the decrease shall be recognised
in profit or loss. However, the decrease shall be recognised in
other comprehensive income to the extent of any credit balance
existing in the revaluation surplus in respect of that asset. The
decrease recognised in other comprehensive income reduces
the amount accumulated in the equity under the heading of
revaluation reserve.
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Summary of Significant Accounting Policies

(Continued)

Impairment of tangible and intangible assets (other than
goodwill) (Continued)

Where an impairment loss of tangible and intangible assets
(other than goodwill) subsequently reverses, the carrying
amount of the asset (or cash-generating unit) is increased
to the revised estimate of its recoverable amount, to the
extent that the increased carrying amount does not exceed
the carrying amount that would have been determined, net
of any depreciation or amortisation, had no impairment loss
been recognised for the asset in prior years. All reversals are
recognised in the profit or loss immediately, unless the relevant
asset is carried at a revalued amount, in which case any reversal
of impairment should be treated as a revaluation and therefore
credited to other comprehensive income. However, to the
extent that an impairment on the revalued asset was previously
recognised as an expense in the profit or loss, a reversal of
that impairment loss is recognised as income in the profit or
loss.

Financial instruments

(i)  Financial assets
A financial asset (unless it is a trade receivable without
a significant financing component) is initially measured
at fair value plus, for an item not at fair value through
profit or loss (“FVTPL"), transaction costs that are directly
attributable to its acquisition or issue. A trade receivable
without a significant financing component is initially
measured at the transaction price.

All regular way purchases and sales of financial assets
are recognised on the trade date, that is, the date that
the Group commits to purchase or sell the asset. Regular
way purchases or sales are purchases or sales of financial
assets that require delivery of assets within the period
generally established by regulation or convention in the
market place.

Financial assets with embedded derivatives are
considered in their entirely when determining whether
their cash flows are solely payment of principal and
interest.
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Summary of Significant Accounting Policies

(Continued)

Financial instruments (Continued)

(i)  Financial assets (Continued)
Amortised cost: Assets that are held for collection of
contractual cash flows where those cash flows represent
solely payments of principal and interest are measured
at amortised cost. Financial assets at amortised cost are
subsequently measured using the effective interest rate
method. Interest income, foreign exchange gains and
losses and impairment are recognised in profit or loss.
Any gain on derecognition is recognised in profit or loss.

FVTPL: Financial assets at FVTPL include financial assets
held for trading, financial assets designated upon initial
recognition at fair value through profit or loss, or
financial assets mandatorily required to be measured
at fair value. Financial assets are classified as held for
trading if they are acquired for the purpose of selling
or repurchasing in the near term. Derivatives, including
separated embedded derivatives, are also classified as
held for trading unless they are designated as effective
hedging instruments. Financial assets with cash flows
that are not solely payments of principal and interest
are classified and measured at fair value through
profit or loss, irrespective of the business model.
Notwithstanding the criteria for debt instruments to
be classified at amortised cost or at fair value through
other comprehensive income, as described above, debt
instruments may be designated at fair value through
profit or loss on initial recognition if doing so eliminates,
or significantly reduces, an accounting mismatch.

Equity instruments

On initial recognition of an equity investment that is not
held for trading, the Group could irrevocably elect to
present subsequent changes in the investment’s fair value
in other comprehensive income. This election is made on
an investment-by-investment basis. Equity investments at
fair value through other comprehensive income (“FVOCI”)
are measured at fair value. Dividend income are
recognised in profit or loss unless the dividend income
clearly represents a recovery of part of the cost of the
investments. Other net gains and losses are recognised in
other comprehensive income and are not reclassified to
profit or loss. All other equity instruments are classified
as FVTPL, whereby changes in fair value, dividends and
interest income are recognised in profit or loss.
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Summary of Significant Accounting Policies

(Continued)
Financial instruments (Continued)

(ii)

Impairment loss on financial assets

The Group recognises loss allowances for expected credit
losses (“ECLs”) on trade receivables and other debt
financial assets measured at amortised cost. The ECLs
are measured on either of the following bases: (1) 12
months ECLs: these are the ECLs that result from possible
default events within the 12 months after the reporting
period and (2) lifetime ECLs: these are ECLs that result
from all possible default events over the expected life of
a financial instrument. The maximum period considered
when estimating ECLs is the maximum contractual period
over which the Group is exposed to credit risk.

ECLs are a probability-weighted estimate of credit losses.
Credit losses are measured as the difference between
all contractual cash flows that are due to the Group
in accordance with the contract and all the cash flows
that the Group expects to receive. The shortfall is then
discounted at an approximation to the assets’ original
effective interest rate.

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

For other debt financial assets, the ECLs are based on
the 12-months ECLs. However, when there has been a
significant increase in credit risk since origination, the
allowance will be based on the lifetime ECLs.
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HE-Z-NAF+=-A=+—HILFE For the year ended 31 December 2019

Summary of Significant Accounting Policies

(Continued)

Financial instruments (Continued)

(i) Impairment loss on financial assets (Continued)
When determining whether the credit risk of a financial
asset has increased significantly since initial recognition and
when estimating ECLs, the Group considers reasonable
and supportable information that is relevant and available
without undue cost or effort. This includes both quantitative
and qualitative information analysis, based on the Group's
historical experience and informed credit assessment and
including forward-looking information.

The Group assumes that the credit risk on a financial
asset has increased significantly if it is more than 30 days
past due.

The Group considers a financial asset to be credit-
impaired when: (1) the borrower is unlikely to pay its
credit obligations to the Group in full, without recourse
by the Group to actions such as realising security (if any
is held); or (2) the financial asset is more than 90 days
past due.

Interest income on credit-impaired financial assets is
calculated based on the amortised cost (i.e. the gross
carrying amount less loss allowance) of the financial
asset. For non credit-impaired financial assets interest
income is calculated based on the gross carrying amount.

Definite of default

The Group classifies credit risk on financial assets as
disclosed in Note 38. The internal credit risk ratings
are estimated based on qualitative (such as customers’
operating conditions, financial positions, etc.) and
guantitative factors (mainly includes past due information
of the receivables).
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Summary of Significant Accounting Policies

(Continued)
Financial instruments (Continued)

(ii)

(iii)

Impairment loss on financial assets (Continued)
Definite of default (Continued)

The Group considers an event of default occurs when
information developed internally or obtained from
external sources which indicates that the debtor is
unlikely to pay its creditors, including the Group, in
full. Irrespective of the above, the Group considers that
default has occurred when a financial asset is more than
90 days past due unless the Group has reasonable and
supportable information to demonstrate that a more
lagging default criterion is more appropriate.

The gross carrying amount of a financial asset is written
off of the extent that there is no reasonable expectation
of recovery. This is generally the case when the Group
determines that the debtor does not have assets or
sources of income that could generate sufficient cash
flows to repay the amounts subject to the write-off.

Financial liabilities

The Group classifies its financial liabilities, depending
on the purpose for which the liabilities were incurred.
Financial liabilities at FVTPL are initially measured at fair
value and financial liabilities at amortised cost are initially
measured at fair value, net of directly attributable costs
incurred.

Financial liabilities at FVTPL include financial liabilities
held for trading and financial liabilities designated upon
initial recognition as at fair value through profit or loss.
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(iii) Financial liabilities (Continued)
Financial liabilities at FVTPL
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Financial liabilities may be designated upon initial
recognition as at FVTPL if the following criteria are met:
(i) the designation eliminates or significantly reduces the
inconsistent treatment that would otherwise arise from
measuring the liabilities or recognising gains or losses
on them on a different basis; (i) the liabilities are part
of a group of financial liabilities which are managed
and their performance evaluated on a fair value basis,
in accordance with a documented risk management
strategy; or (iii) the financial liability contains an
embedded derivative that would need to be separately
recorded.

Subsequent to initial recognition, financial liabilities
at FVTPL are measured at fair value, with changes in
fair value recognised in profit or loss in the period in
which they arise, except for the gains and losses arising
from the Group’s own credit risk which are presented
in other comprehensive income with no subsequent
reclassification to the statement of profit or loss. The
net fair value gain or loss recognised in the statement of
profit or loss does not include any interest charged on
these financial liabilities.

Financial liabilities at amortised cost

Financial liabilities are obligations to pay cash or other
financial assets (including borrowings, lease liabilities,
trade and other payables) and are recognised when the
Group becomes party to the contractual obligations of
the instrument. They are initially recorded at fair value,
net of issue costs. They are subsequently measured at
amortised cost, using effective interest method.

Gains or losses are recognised in profit or loss when
the liabilities are derecognised as well as through the
amortisation process.
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Summary of Significant Accounting Policies

(Continued)
Financial instruments (Continued)

(iv)

W)

(vi)

Financial guarantee contracts

A financial guarantee contract is a contract that requires
the issuer to make specified payments to reimburse the
holder for a loss it incurs because a specified debtor
fails to make payment when due in accordance with
the original or modified terms of debt instrument. A
financial guarantee contract issued by the Group and
not designated as at fair value less transaction costs
that are directly attributable to the issue of the financial
guarantee contract. Subsequent to initial recognition,
the Group measures the financial guarantee contract
at the higher of: (i) the amount of the loss allowance,
being the ECLs provision measured in accordance with
principles of the accounting policy set out in above; and
(i) the amount initially recognised less, when appropriate,
cumulative amortisation recognised in accordance with
the principles of IFRS 15 Revenue from Contracts with
Customers ("IFRS 15").

Effective interest method

The effective interest method is a method of calculating
the amortised cost of a financial liability and of allocating
interest expense over the relevant period. The effective
interest rate is the rate that exactly discounts estimated
future cash payments through the expected life of the
financial liability, or, where appropriate, a shorter period.

Interest expense is recognised on an effective interest
basis.

Equity instruments

An equity instrument is any contract that evidences
a residual interest in the assets of the Group after
deducting all of its liabilities.

Equity instruments issued by the Company are recorded
at the proceeds received, net of direct issue costs.
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For the year ended 31 December 2019

Summary of Significant Accounting Policies

(Continued)

Financial instruments (Continued)

(vii) Derecognition
The Group derecognises a financial asset when the
contractual rights to the future cash flows in relation to
the financial asset expire or when the financial asset has
been transferred and the transfer meets the criteria for
derecognition in accordance with IFRS 9.

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled
or expires.

Where the Group issues its own equity instruments to a
creditor to settle a financial liability in whole or in part
as a result of renegotiating the terms of that liability,
the equity instruments issued are the consideration
paid and are recognised initially and measured at their
fair value on the date the financial liability or part
thereof is extinguished. If the fair value of the equity
instruments issued cannot be reliably measured, the
equity instruments are measured to reflect the fair value
of the financial liability extinguished. The difference
between the carrying amount of the financial liability or
part thereof extinguished and the consideration paid is
recognised in profit or loss for the year.

Inventories

Inventories are initially recognised at costs, and subsequently at
the lower of cost and net realisable value. Cost comprises direct
materials and, where applicable, direct labour costs and those
overheads that have been incurred in bringing the inventories
to their present location and condition. Cost is calculated using
the weighted average method. Net realisable value represents
the estimated selling price in the ordinary course of business
less all estimated costs of completion and costs to be incurred
in marketing, selling and distribution.

Cash and cash equivalents

Cash and cash equivalents represent cash at banks and in
hand, demand deposits with banks and short-term highly liquid
investments with original maturities of three months or less
that are readily convertible into known amounts of cash and
which are subject to insignificant risk of changes in value.
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Summary of Significant Accounting Policies

(Continued)

Revenue recognition

Revenue from contracts with customers is recognised when
control of goods or services is transferred to the customers at
an amount that reflects the consideration to which the Group
expects to be entitled in exchange for those goods or services,
excluding those amounts collected on behalf of third parties.
Revenue excludes value added tax or other sales taxes and is
after deduction of any trade discounts.

Depending on the terms of the contract and the laws that
apply to the contract, control of the goods or service may be
transferred over time or at a point in time. Control of the goods
or service is transferred over time if the Group’s performance:

o provides all of the benefits received and consumed
simultaneously by the customer;

. creates or enhances an asset that the customer controls
as the Group performs; or

J does not create an asset with an alternative use to
the Group and the Group has an enforceable right to
payment for performance completed to date.

Interest income is accrued on a time basis on the principal
outstanding at the applicable interest rate.

Contract assets and liabilities

A contract asset represents the Group's right to consideration
in exchange for services that the Group has transferred to a
customer that is not yet unconditional. In contrast, a receivable
represents the Group’s unconditional right to consideration, i.e.
only the passage of time is required before payment of that
consideration is due.

A contract liability represents the Group’s obligation to transfer
services to a customer for which the Group has received
consideration (or an amount of consideration is due) from the
customer.
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Summary of Significant Accounting Policies
(Continued)

Income taxes

Income taxes for the year comprise current tax and deferred
tax.

Current tax is based on the profit or loss from ordinary activities
adjusted for items that are non-assessable or disallowable for
income tax purposes and is calculated using tax rates that have
been enacted or substantively enacted at the end of reporting
period.

Deferred tax is recognised in respect of temporary differences
between the carrying amounts of assets and liabilities for
financial reporting purposes and the corresponding amounts
used for tax purposes. Except for goodwill and recognised
assets and liabilities that affect neither accounting nor taxable
profits, deferred tax liabilities are recognised for all temporary
differences. Deferred tax assets are recognised to the extent
that it is probable that taxable profits will be available against
which deductible temporary differences can be utilised.
Deferred tax is measured at the tax rates appropriate to the
expected manner in which the carrying amount of the assets
or liabilities is realised or settled and that have been enacted
or substantively enacted at the end of reporting period.

Income taxes are recognised in profit or loss except when
they relate to items recognised in other comprehensive
income in which case the taxes are also recognised in other
comprehensive income or when they relate to items recognised
directly in equity in which case the taxes are also recognised
directly in equity.
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Summary of Significant Accounting Policies

(Continued)

Foreign currencies

Transactions entered into by the group entities in currencies
other than the currency of the primary economic environment
in which they operate (the “functional currency”) are recorded
at the rates ruling when the transactions occur. Foreign
currency monetary assets and liabilities are translated at the
rates ruling at the end of reporting period. Non-monetary
items carried at fair value that are denominated in foreign
currencies are retranslated at the rates prevailing on the date
when the fair value was determined. Non-monetary items that
are measured in terms of historical cost in a foreign currency
are not retranslated.

Exchange differences arising on the settlement of monetary
items, and on the translation of monetary items, are recognised
in profit or loss in the period in which they arise. Exchange
differences arising on the retranslation of non-monetary
items carried at fair value are included in profit or loss for
the period except for differences arising on the retranslation
of non-monetary items in respect of which gains and losses
are recognised in other comprehensive income, in which
case, the exchange differences are also recognised in other
comprehensive income.

On consolidation, income and expense items of foreign
operations are translated into the presentation currency of the
Group (i.e. US$) at the average exchange rates for the year,
unless exchange rates fluctuate significantly during the period,
in which case, the rates approximating to those ruling when
the transactions took place are used. All assets and liabilities of
foreign operations are translated at the rate ruling at the end
of reporting period. Exchange differences arising, if any, are
recognised in other comprehensive income and accumulated in
equity as foreign exchange reserve.

On disposal of a foreign operation, the cumulative exchange
differences recognised in the foreign exchange reserve relating
to that operation up to the date of disposal are reclassified to
profit or loss as part of the gain or loss on disposal.
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Summary of Significant Accounting Policies

(Continued)
Leases (accounting policies applied from 1 January 2019)

The Group as lessee

All leases (irrespective of they are operating leases or finance
leases) are required to be capitalised in the statement of
financial position as right-of-use assets and lease liabilities,
but accounting policy choices exist for an entity to choose
not to capitalise (i) leases which are short-term leases and/or
(i) leases for which the underlying asset is of low-value. The
Group has elected not to recognise right-of-use assets and
lease liabilities for low-value assets and leases for which at the
commencement date have a lease term less than 12 months.
The lease payments associated with those leases have been
expensed on straight-line basis over the lease term.

Right-of-use asset

The right-of-use asset should be recognised at cost and
would comprise: (i) the amount of the initial measurement of
the lease liability; (ii) any lease payments made at or before
the commencement date, less any lease incentives received,;
(iii) any initial direct costs incurred by the lessee; and (iv) an
estimate of costs to be incurred by the lessee in dismantling
and removing the underlying asset to the condition required by
the terms and conditions of the lease, unless those costs are
incurred to produce inventories. The Group measures the right-
of-use assets applying a cost model. Under cost model, the
right-of-use assets are measured at cost, less any accumulated
depreciation and any impairment losses, and adjusted for any
remeasurement of lease liability.
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Summary of Significant Accounting Policies
(Continued)

Leases (accounting policies applied from 1 January 2019)
(Continued)

Lease liability

The lease liability is recognised at the present value of the lease
payments that are not paid at the date of commencement of
the lease. The lease payments are discounted using the interest
rate implicit in the lease, if that rate can be readily determined.
If that rate cannot be readily determined, the Group uses the
Group’s incremental borrowing rate.

The following payments for the right-to-use of the
underlying asset during the lease term that are not paid at
the commencement date of the lease are considered to be
lease payments: (i) fixed payments less any lease incentives
receivable: (i) variable lease payments that depend on an
index or a rate, initially measured using the index or rate as
at commencement date; (iii) amounts expected to be payable
by the lessee under residual value guarantees; (iv) the exercise
price of a purchase option if the lessee is reasonably certain
to exercise that option; and (v) payments of penalties for
terminating the lease, if the lease term reflects the lessee
exercising an option to terminate the lease.

Subsequent to the commencement date, the Group measures
the lease liability by: (i) increasing the carrying amount
to reflect interest on the lease liability; (ii) reducing the
carrying amount to reflect the lease payments made; and iii)
remeasuring the carrying amount to reflect any reassessment
or lease modifications, e.g., a change in future lease payments
arising from change in an index or rate, a change in the lease
term, a change in the in-substance fixed lease payments or a
change in assessment to purchase the underlying asset.

Leases (accounting policies applied until 31 December
2018)

Leases are classified as finance leases whenever the term of
the lease transfer substantially all the risks and rewards of
ownership to lessee. All other leases are classified as operating
leases.

The Group as lessee

The total rentals payable under the operating leases are
recognised in profit or loss on straight-line method over the
lease term. Lease incentives received are recognised as an
integrated part of the total rental expense, over the term of
the lease.
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Summary of Significant Accounting Policies
(Continued)

Retirement benefit costs

Retirement benefits to employees are provided through defined
contribution plans.

The Group operates a defined contribution retirement benefit
plan under the Mandatory Provident Fund Schemes Ordinance
("MPF Scheme”), for all of its employees who are eligible
to participate in the MPF Scheme. Contributions are made
based on a percentage of the employees’ basic salaries or
the maximum mandatory contribution as required by the MPF
Scheme.

The employees of the Group’s subsidiaries which operate in the
PRC are required to participate in a central pension scheme
operated by the local municipal government. These subsidiaries
are required to contribute a certain percentage of its payroll
costs to the central pension scheme.

The only obligation of the Group with respect to the retirement
benefit scheme is to make the specified contributions. The
contributions recognised in respect to defined contribution
benefit plans are expenses as they fall due. Liabilities and
assets may be recognised if underpayment or prepayment has
occurred and are included in current liabilities or current assets
as they are normally of a short term nature.

BA A B2 4 IR B BR A | Lansen Pharmaceutical Holdings Limited 133



A B 15 #hak B 5E

otes to the Consolidated Financial Statements

T—NE+=-A=+—HILFE For the year ended 31 December 2019

St BREBE (&)

& & B A

EEREBRNEE BREILEEAERE
EARBHERSERSIERERR
HHERENEEINEERS  BE
FMERZEEERAN—FD  EEHR
MEERBAEREREREERER
k- BHRARAEREENRERER
RFEREREMRIBNEA  SAE
REREWEER AP -

MBREMEERARELHMERERE

=7
o ©

BRE®#EBE

BT B & R 88 TE & 12 1 T 7] LAEUS 7
Bhe RAK B EME W R G E
NFEHER - B ABBNBTMES S
RTRE  WEBEER  PERHARE
REDLHBEHYKAREES - B
EEEMBNBTHE € NGRS BN
AERPHAABBIERELERTHDE -
WRHEBEENRT FHANEREE
BmER -

B ARBOREHEDEREERRER
HpemBakHMBA B NAT2
5l

BERIAREE
MAEBEEBEEMHELEEZTHERE
BEEMERKAXSBEREEZEE -
I A& 38 fik 5% AT A8 L BUS B Al 25 07
B R mREE -

MEBEBEAIE TS EBLEMNZER
o SRBERI MG €% - AIBRE
BERBEAXARAE  BRIEREBENSER
EZT%’IETET cHBBTRBES D

—fEskZEBERAMAIEELE 2B -
J‘J'TBZ%?%%%E\E BR 3E 2B M 2507
Z AR RIR -

134 Annual Report 2019 £ ¥}

Summary of Significant Accounting Policies

(Continued)

Borrowings costs

Borrowing costs attributable directly to the acquisition,
construction or production of qualifying assets which require
a substantial period of time to be ready for their intended
use or sale, are capitalised as part of the cost of those
assets, until such time as the assets are substantially ready
for their intended use or sale. Income earned on temporary
investments of specific borrowings pending their expenditure
on qualifying assets is deducted from borrowing costs eligible
for capitalisation.

All other borrowing costs are recognised in profit or loss in
the period in which they are incurred.

Government grants

Grants from the government are recognised at their fair
value where there is a reasonable assurance that the grant
will be received and the Group will comply with all attached
conditions. Government grants relating to costs are deferred
and recognised in profit or loss over the period necessary
to match them with the costs that they are intended to
compensate. Government grants relating to the purchase of
assets are included in liabilities as deferred government grants
in the consolidated statement of financial position and are
recognised in profit or loss on straight-line method over the
expected lives of the related assets.

Government grants relating to income is presented in gross
under “Other income” in the consolidated statement of profit
or loss and other comprehensive income.

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or
amount when the Group has a legal or constructive obligation
arising as a result of a past event, which it is probable will
result in an outflow of economic benefits that can be reliably
estimated.

Where it is not probable that an outflow of economic benefits
will be required, or the amount cannot be estimated reliably,
the obligation is disclosed as a contingent liability, unless the
probability of outflow of economic benefits is remote. Possible
obligations, the existence of which will only be confirmed
by the occurrence or non-occurrence of one or more future
events, are also disclosed as contingent liabilities unless the
probability of outflow of economic benefits is remote.
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For the year ended 31 December 2019

Summary of Significant Accounting Policies

(Continued)

Related parties

(@ A person or a close member to that person’s family is
related to the Group if that person:

(i)
(ii)
(iii)

has control or joint control over the Group;
has significant influence over the Group; or

is a member of the key management personnel of
the Group or the Company’s parent.

(b)  An entity is related to the Group if any of the following
conditions apply:

(vi)

(vii)

(viii)

the entity and the Group are members of the same
group (which means that each parent, subsidiary
and fellow subsidiary is related to the others);

one entity is an associate or joint venture of the
other entity (or an associate or joint venture of a
member of a group of which the other entity is a
member);

both entities are joint ventures of the same third
party;

one entity is a joint venture of a third entity and
the other entity is an associate of the third entity;

the entity is a post-employment benefit plan for
the benefit of employees of the Group or an entity
related to the Group;

the entity is controlled or jointly controlled by a
person identified in (a);

a person identified in (a)(i) has significant influence
over the entity or is a member of the key
management personnel of the entity (or of a parent
of the entity); and

the entity, or any member of a group of which
it is a part, provides key management personnel
services to the Group or to the Company’s parent.

BA A B2 4 IR B BR A | Lansen Pharmaceutical Holdings Limited 135



AR e B S Rk B BE

Notes to the Consolidated Financial Statements

TEETHEMEE)

BES (&)
—RALTHOREEZE
AREFEZBALTHRZ
REKE  XBHE:

B X 5 b5 7E BR
BAATEEDN

() BBEALHFLERREXREE
f

(i) ZBATWEBIXRERBHNT
Bk

i) ZBEATHZEATHEBAR
EBHEORE -

2 EE2H
AEBREBEEHANTESTZRNAE
MHENBEELEDBREHD HBE
B ZERBERDHATESERR
EMASEEREAKESEEB DR
BMEREXHFOBRRZA -

N5 BR 15 B R B 7 R 5 E RIS 85k
P2 o B0 H 5 8 BUR B E AR R R
AR & B %5 o 5 2 R AR B O B A SRR PR IR
RE—3 TSR

e UBSAARNEEBERRZ
BRii& %48

s  FEM

o HMFEKEMWANMAX

o HBAKR

s FHRENHEBKAPDEEEMN
METRARMX  RtELE

DR EXERL R BREAE
W o

136 Annual Report 2019 £ #

BE_Z-NFTZA=+—BIFE For the year ended 31 December 2019

Summary of Significant Accounting Policies
(Continued)

Related parties (Continued)

Close members of the family of a person are those family
members who may be expected to influence, or be influenced
by, that person in their dealings with the entity and include:

(i) that person’s children and spouse or domestic partner;

(i) children of that person’s spouse or domestic partner; and

(iii)  dependents of that person or that person’s spouse or
domestic partner.

Segment reporting

The Group identifies operating segments and prepares segment
information based on the regular internal financial information
reported to the executive directors for their decisions about
resources allocation to the Group’s business components and
for their review of the performance of those components.

The measurement policies the Group uses for reporting
segments under IFRS 8 are the same as those used in its
consolidated financial statements prepared under IFRS, except
that:

o share of post-tax results of associates accounted for using
equity method

° income tax

° other non-operating income and expenses

o finance costs

o certain income and expenses which are not directly
attributable to the business activities of any operating

segment are not included in arriving at the operating
results of the operating segment.
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BHE2-ZT—-NAF+-A=+—HIEE For the year ended 31 December 2019

Critical Accounting Estimates and Judgements
In the application of the Group’s accounting policies, the
directors are required to make judgements, estimates and
assumptions about the carrying amounts of assets and liabilities
that are not readily apparent from other sources. The estimates
and associated assumptions are based on historical experience
and other factors that are considered to be relevant. Actual
results differ from these estimates.

The estimates and underlying assumptions are reviewed on an
ongoing basis. Revisions to accounting estimates are recognised
in the period in which the estimate is revised if the revision
affects only that period, or in the period of the revision and
future periods if the revision affects both current and future
periods.

Provision for ECLs of trade receivables

The Group uses a provision matrix to calculate ECLs for trade
receivables. The provision rates are based on days past due for
grouping of various customers that have similar loss patterns
(i.e., by customer type etc).

The provision matrix is initially based on the Group’s historical
observed default rates. The Group will calibrate the matrix to
adjust the historical credit loss experience with forward-looking
information. For instance, if forecast economic conditions are
expected to deteriorate over the next year which can lead
to an increased number of defaults in the manufacturing
sector, the historical default are adjusted. At the end of each
of the reporting period, the historical observed default rates
are updated and changes in forward-looking estimates are
analysed.

The assessment of the correlation between historical observed
default rates, forecast economic conditions and ECLs is a
significant estimate. The amount of ECLs is sensitive to
changes in circumstances and of forecast economic conditions.
The Group’s historical credit loss experience and forecast
of economic conditions may also not be representative of
customers’ default in the future. The information about the
ECLs on the Group's trade receivables is disclosed in Note 38.
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Critical Accounting Estimates and Judgements

(Continued)

Estimated provision for inventories

The Group writes down its inventories to net realisable
value when events or changes in circumstances indicate
that the balances may not be realised. The identification of
obsolescence requires the use of judgement and estimates.
Where the estimate is different from the original amount, such
difference will impact the carrying value of inventories and
net realisable value for the periods in which such estimate
is changed. Management assesses the net realisable value of
the inventories and considers that the provision for inventories
impairment is adequate and reasonable at the end of each of
the reporting period. As at 31 December 2019, the provision
for obsolete inventories of US$2,753,000 was made against
the carrying value of inventories (Note 21).

Useful lives of intangible assets

Management estimates the development costs, which
represented the intellectual property rights generated
internally in pharmaceutical industry and technical know-
how with perpetual royalty-free license with no termination,
have indefinite useful lives as they believe that there is no
foreseeable limit on the period of time over which these
intangibles are expected to provide cash flows and these
intellectual property rights can be renewable in a period of
time at minimal cost and the products are continuing in the
market.

The estimated useful lives of the exclusive distribution rights
and technical know-how were made by the management
with reference to the legal limits on the use of the assets
and the estimated periods that the Group intends to derive
future economic benefits from the use of intangible assets. It
could change significantly as a result of technical innovations,
changed customer behavior and competitor actions in response
to industry cycles.

Management will increase the amortisation charge where
useful lives are less than previously estimated useful lives, or
will recognise impairment loss when future cash flows are less
than expectation and fall below the carrying amount of the
intangible assets.
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Critical Accounting Estimates and Judgements
(Continued)

Current income tax and deferred tax

The Group is subject to income taxes in the PRC. Significant
judgement is required in determining the amount of the
provision for taxation and the timing of payment of the
related taxations. There are many transactions and calculations
for which the ultimate tax determination is uncertain during
the ordinary course of business. The Group recognises taxes
based on estimates of the likely outcome with reference to
current tax laws and practices. Where the final tax outcome
of these matters is different from the amounts that were
initially recorded, such differences will impact the income
tax and deferred tax provision in the period in which such
determination is made.

Impairment of goodwill

Determining whether goodwill is impaired requires an
estimation of the value in use of the CGUs to which goodwill
has been allocated. The value in use calculation requires the
Group to estimate the future cash flows expected to arise from
the CGUs and a suitable discount rate in order to calculate the
present value. Where the actual future cash flows are less than
expected, an impairment loss may arise. As at 31 December
2019, the carrying amount of goodwill was US$6,825,000.
Details of the recoverable amount calculation are disclosed in
Note 19.

Impairment of intangible assets

Impairment losses for intangible assets are recognised for the
amount by which the carrying amount exceeds its recoverable
amount. The recoverable amount is the higher of fair value
less costs of disposal and value in use, are determined with
reference to the best information available at the end of the
reporting period. Changing the assumptions selected by the
Group’s management in assessing impairment, including the
discount rates or the operating and growth rate assumptions
in the cash flow projections, could materially affect the net
present value used in the impairment test and as a result affect
the Group's financial position and financial performance. As at
31 December 2019, the carrying amount of intangible assets
was US$21,670,000 (Note 18).
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Critical Accounting Estimates and Judgements
(Continued)

Impairment of property, plant and equipment

The Group’s property, plant and equipment comprise a
significant portion of the Group’s total assets. Changes in
technology or industry conditions may cause the estimated
period of use or the value of these assets to change. Property,
plant and equipment, subjects to depreciation, is reviewed at
least annually to determine whether there is any indication of
impairment. The recoverable amount is estimated whenever
events or changes in circumstances have indicated that their
carrying amounts may not be recoverable.

Fair value of contingent consideration

The Group determines the fair value of contingent
consideration of purchase of intangible assets as disclosed in
Note 38 based on the forecast of future performance results
of the related pharmaceutical product and terms of acquisition
agreement. The fair value of contingent consideration will
be revised upward or downward where future performance
results are different from previous forecast and as a result, the
change of fair value of contingent consideration will affect the
Group’s financial position and financial performance. As at 31
December 2019, the carrying amount of contingent liabilities
was US$1,171,000 (Note 31).

Estimating the incremental borrowing rate for lease
liabilities

The Group cannot readily determine the interest rate implicit in
a lease, and therefore, it uses an incremental borrowing rate to
measure lease liabilities. The incremental borrowing rate is the
rate of interest that the Group would have to pay to borrow
over a similar term, and with a similar security, the funds
necessary to obtain an asset of a similar value to the right-of-
use asset in a similar economic environment. The incremental
borrowing rate therefore reflects what the Group “would have
to pay”, which requires estimation when no observable rates
are available or when it needs to be adjusted to reflect the
terms and conditions of the lease. The Group estimates the
incremental borrowing rate using observable inputs (such as
market interest rates) when available and is required to make
certain entity-specific estimates (such as the subsidiary’s stand-
alone credit rating).
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WA REAUW A 6. Revenue and Other Income
AEEBRFAEZFEHNMSHKRAR An analysis of the Group’s revenue which are generated from
HM W AR DHTAT contracts with customers and other income for the years are
as follows:
—E-hF —E-N\F
2019 2018
FEx FET
Us$’000 Us$'000
HEEmHBA Revenue from sales of goods 54,257 56,872
H i A Other income
|ITAE Bank interest income 454 466
BT 6 B & Government grants 878 567
Hity Others 2,370 1,199
3,702 2,232
NEEERE M BRATRERD S USE The Group received grants from the local government in
FAEERNRERAES R R EER o W the PRC as recognition of the Group's performance and
BY 9 478 B & T Bt 45 A (AT AR 1 o development of high-technology pharmaceutical products. The

grants received were not subject to any conditions.
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Segment Information

Information reported to the executive directors, being the
chief operating decision maker (“CODM"), for the purposes of
resource 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 ("IFRS 8”) are as follows:

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

—  Cosmetic products: sale of cosmetic products

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

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

For the year ended 31 December 2019

BE XREm BEEM Bt
Cosmetic Healthcare

Pharmaceuticals products products Total

TER TER Txn TER

Uss$'000 US$'000 US$'000 US$'000

BYEFRIBRA Reportable segment revenue 50,537 185 3,535 54,257
BYEHRHTEFN,  Reportable segment profit/

(B#) (loss) 16,676 (1,566) 177 15,287
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Segment Information (Continued)
For the year ended 31 December 2018

B XREm BEEM B
Cosmetic Healthcare

Pharmaceuticals products products Total

TET TEn FTEn TEn

Us$'000 US$'000 Us$000 Us$'000

BTERDDUWA Reportable segment revenue 48,055 2,338 6,479 56,872
BTE2H/RHBEF,/  Reportable segment profit/

(B18) (loss) 12,710 (166) 617 13,161

EXFRE RS WRAEREINEERSH
BEMA - REE RIBEFE L 8H B
B ﬁél % °

AEBREDHEENBBEREE P
WREMOANEE T ZFEBIBEOE IR
m

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

The totals presented for the Group’s operating segments
reconciled to the Group’s key financial figures as presented in
the consolidated financial statements as follows:

—E—-hfF —E-N\F
2019 2018
FEx FE
US$'000 Us$'000
s & B Profit or loss
AT E2W D 5 258 Total results of reportable segment
profit 15,287 13,161
MR B E ARIRBR TR E R Share of post-tax result of associates 1,310 877
HahFEae & A R X Other non-operating income and
expenses 19,559 5,904
Ko B A Unallocated income 3,835 2,332
ROMHEZ Unallocated expenses (16,940) (15,907)
B 7% B AN Finance costs (4,409) (4,277)
B BT 15 B4 A & F Profit before income tax 18,642 2,090

BIBR B 5 R S R E8R TR ZE 2 B &Y
G ETBUR B AR A N R E 1) 2 5
R—H - ATEBRH N, (EE)E
BERRHERN,(EB) RMHEE R #HFH
XTIREBREERRAEREERS
ERKRBFERENTET X -

ETWANZHASPRZATERS
%0 AACHASEEISLERAEA
AR BEENATZRD DEE
B3 & o

The accounting policies of the operating segments under IFRS
8 are the same as the Group’s accounting policies described
in Note 4. Reportable segment profit/(loss) represents the
gross profit/(loss) 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.

Certain income and expenses are not allocated to the
reportable segments as they are not included in the measure
of the results of reportable segment that is used by CODM for
assessment of segment performance.
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A B 15 #hak B 5E

DEER (&)

W A #95,708,0003 7T Jh 2R B B8 8 55 3 —
U EPREE R ASEEZE
TZ-—hhF+-_A=1+—"HIEFEZKA
Z10% A £ - B BEINBEFLHHE (L
rEEREBEE_ZE—N\F+_A=1+—
BIEFE Z2WA Z210%3k A £

AEBEER L ERBRM G ®EEL
F155  UERNBEREEAFHLS—F
INTZEHNZHBTRHOEE -

ETERT  BEEFANMBRARIE
b [ T 45 M AR A RE BB B B0 48

NFEF+=ZA=+—HIEFE For the year ended 31 December 2019

Segment Information (Continued)

Revenue of approximately US$5,708,000 was derived from
sales to an external customer under pharmaceuticals segment,
which contributed 10% or more of the Group’s revenue during
the year ended 31 December 2019. No external customer
contributed 10% or more of the Group’s revenue for the year
ended 31 December 2018.

The Group has applied the practical expedient in IFRS 15 not
to disclose the remaining performance obligations under the
contracts that have an original expected duration of one year
or less.

In the following table, revenue from contracts with customers
is disaggregated by primary geographical market and timing
of revenue recognition:

—E-hF —ZT—N\F
2019 2018
FEx FE
Us$'000 Us$'000

FTEMETS Primary geographical markets
R (FE) The PRC (domicile) 51,350 53,329
ERA Overseas 2,907 3,543
54,257 56,872

N A Timing of revenue recognition
1r 5 e I [ 2 At a point in time 54,257 56,872

EPMMBRUENNEERMNNUE /R
o ARBS/RAEFREEMR LK
BERERAR  MAKEAEE I BEM
X - ARBENETERLERTFEBM
RAE - Eit - PEAERS GRS E
AIFSEAARENMEM S WAIEAE
EEHERK -

RMEFE AEENREFRDEE
BIHIRpE -

MR EEHATBEERRAERD
MEELDHAEEN  WALEZIE
BER -
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The geographical location of customers is based on the
location to which the goods were delivered. The Company is
an investment holding company incorporated in the Cayman
Islands where the Group does not have any activities, the
Group has the majority of its operations and workforce in
the PRC, and therefore, the PRC is considered as the Group's
country of domicile for the purpose of the disclosures as
required by IFRS 8.

Almost all of the non-current assets of the Group were located
in the PRC in both years.

No segment assets or segment liabilities is presented as they
are not regularly reported to the CODM.
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NFE+=A=+—HILFE For the year ended 31 December 2019

Hit FREMWMARREX 8. Other Non-Operating Income and Expenses
—E-hEF —E-N\F
2019 2018
SPES T FET
Us$'000 Us$'000
HE MBS AR E 0 E=ED Gain on partial disposal of an associate
Y 25 (Bt 55 (@) (Note (a)) 25,450 5,066
HE— B E QR BMHEZR MR Tax refund in relation to a partial
7% (B 7E (b)) disposal of an associate (Note (b)) — 2,050
A R E R E (B EE18) Provision for impairment of intangible
assets (Note 18) (5,495) (468)
P — g A A A A Provision for impairment of interest in
VKRR an associate (396) —
& B s (BT 5218) Write off of intangible assets (Note 18) — (744)
19,559 5,904
B & Notes:

RZE—NENAXNB AEBRLE
éﬁ%%%ﬁﬁﬁi@?ﬁ%k%i%ﬂj%a#\
2,400,000 M TR A L RERHE R
<(ﬂtﬁj)ﬂﬁfﬁvf%$%2%ﬂﬁ/\ﬁwr/\
R¥1)27.2270  EEHER D EFHKE
5,066,000k 7T - RIHEF D Em & - K&
ERAAVHREH-T—LFE+=-A=
+—BMRE6%EEE—ZT-—NF+=A=
+—H#10.6% °

REE=_T—AE+_A=1+—HILEE "
AEEREESBHRHGMEBMIBER 5
—*u“j%:.,\9729028ﬂx77:4ﬁx19}' I
1’31 BEERARK3083T  ELEHE

4 1 2% #y Uk 525,450,000 JT ° Fﬂj%
DR AEEBRRAALOBRER=ZF
—N\F+=ZA=1+—HHM10.6%RFEEE=F
—NEF+=ZA=+—"HmM4.0% °

REZZ—tF AEEERF—KLE

Al K S S Eﬁmﬁwzﬂjﬁjﬁﬁuacﬁ
EZT—)\F+ZA=+—HLFE £&
B ERBEERT BRI BRHERARE
13,597,000t (FH55742,050,000% 7T) - At
ZEBARBE—_ZT—N\E+=_A=+—8
IEFEZIHEMIELEERA RS IHE

o

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") 27.22 per share and resulting in a gain on partial disposal of
US$5,066,000. 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 31 December 2018.

During the year ended 31 December 2019, the Group had further
disposed of a total of 9,729,028 shares in Starry via on-market sales on
the Shanghai Stock Exchange, at the average price of RMB30.83 per
share and resulting in a gain on partial disposal of US$25,450,000. After
the partial disposal, the Group’s equity interest in Starry was reduced
from 10.6% as at 31 December 2018 to 4.0% as at 31 December
2019.

In 2017, the Group had applied for refund of the tax paid in respect
of the partial disposal of shares in Starry. During the year ended 31
December 2018, the Group had fulfilled the relevant requirements of
refund and received tax refund amounting to RMB13,597,000 (equivalent
to approximately US$2,050,000).
recognised under “Other non-operating income and expenses” for the
year ended 31 December 2018.

The tax refund was therefore
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HEZZT-NF+ZA=T—HIFE For the year ended 31 December 2019

9. HMBRAE 9. Finance Costs

ZEB-hEF —T-)N\F
2019 2018
FER FET
Us$'000 Us$'000
AT A& Interest on bank borrowings 4,199 4,118
HEBGEHNE (W FE36) Interest on lease liabilities (Note 36) 53 —

FEST R R Y /BB A ] &9 48 B 1 Cross guarantee commission fee payable
RE <5 A (W 7E37(d)) to a fellow subsidiary (Note 37(d)) 94 98

s AR B T 2R (BT 5138(b)) Unwinding of discount on contingent

consideration (Note 38(b)) 63 61
4,409 4,277
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HE-Z-NAF+=-A=+—HILFE For the year ended 31 December 2019

BR BT 15 B Al & A 10. Profit before Income Tax
RNEER KRS AEF T &R (G The Group’s profit before income tax has been arrived at after
AN THFIEFH charging/(crediting):
—E-hfF —ZE-)N\F
2019 2018
TERx FET
Us$'000 Us$'000
% EEm B & Auditors’ remuneration
— ZERH — Audit services 271 275
— FRERDG — Non-audit services 111 131
ERBMITMIFEEKAN(HFE) Cost of inventories recognised as expenses
(Note) 20,928 26,601
TR e 58551757 38 N L AT Amortisation of prepaid land lease payment
HAKERENBENLWAE  previously classified as operating leases
TRIR B 3 under IAS 17 — 59
B A E#E Amortisation of intangible assets 561 583
CRAEEERE Depreciation of right-of-use assets 546 —
ME BERRETE Depreciation of property, plant and
equipment 2,829 3,096
ME BMELEZEREEE  Provision for impairment of property,
plant and equipment 918 154
BRE T 5 R A R 1H Provision for impairment of obsolete
inventories 1,665 1,955
cREENTAHEEEIE (Reversal of)/Allowance for expected credit
(@), B losses on financial assets (230) 105
ER(W %)/ 18T E Net exchange (gain)/loss (364) 179
Iﬁf’% YR ZE1795 8 N BT Total minimum lease payments for leases
iﬁﬁéﬁMfﬁ E’]iﬂﬂ&@% previously classified as operating leases
xEHEENRKLTE under IAS 17, in respect of land and
building — 636
fiff 2% 0 AR Research and development costs 828 610
HEME  MENRZENEIE Loss on disposals of property, plant and
equipment 118 72
T8 s Write off of inventories 1,610 170
& @B = ME Write off of financial assets 572 1,159
BIA(BIEEE M Employee costs (including directors’
(B 5E11)) remuneration (Note 11))
— IE&Nk%H® — Wages and salaries 11,479 12,372
— BAREFEIHK — Retirement benefit plans contribution 2,002 2,095
13,481 14,467
B 7 - Note:
BRARAINTFERARIEEIRA - TEME Cost of inventories recognised as expenses included amounts relating to
HETFEMEEENeE BB NEEEL employee costs, depreciation and amortisation and write off of inventories,
MEBHEBENBAT BRI EHFTUAFER which are also included in the respective expenses disclosed separately above.
FE2F e The comparative figure have been re-presented to conform with the current

year's presentation.

BA A B2 4 IR B BR A | Lansen Pharmaceutical Holdings Limited 147



S

11.

148 Annual Report 2019 £ #

AR e B S Rk B BE

Notes to the Consolidated Financial Statements

BE—F
=

EENTERSHATHFHM 11.

ESHM

ENSENTARAESNHMWMAE

—NF+ZA=+—HIEFE For the year ended 31 December 2019

Emoluments of Directors and Five Highest Paid
Individuals
Directors’ emoluments
The aggregate amount of emoluments paid and payable to the

wm directors of the Company are as follows:
Hit 5 o
Other emoluments
Fe 2E RRREF
e NENEA miERe SR @t
Salaries,
allowances Retirement
and benefits Discretionary benefit plans
Fees in kind bonus contributions Total
TER T£x TR T£r TEn
Uss$'000 Uss$'000 US$'000 US$'000 Us$'000
HE-Z-1%E Year ended 31
tZA+-ALEE December 2019
BEHTES: Executive managing
director:
BN Chen Li - 461 186 17 664
FHTES: Non-executive directors:
REE Wu Zhen Tao — - - — -
Stephen Burnau Hunt Stephen Burnau Hunt 39 - - — 39
ZEHE Lee Jin i
(RZE-NF (resigned on 31
+A=+—H&E) October 2019) — — — - -
5% Liu Xuezi - - 14 - 14
BUFHTES: Independent non-executive
directors:
BiiiE Chan Kee Huen, Michael 35 - - - 35
GER Tang Chiu Ping, Raymond
(RZF-1%F (resigned on
MANBEE) 9 April 2019) 10 - - — 10
Fritz Heinrich Horlacher Fritz Heinrich Horlacher 32 - - — 32
B Yeung Tak Bun, Allen 35 - - — 35
151 461 200 17 829
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EENTERSHATHFHM 11.

HEZZT-NF+ZA=1+—HILFE For the year ended 31 December 2019

Emoluments of Directors and Five Highest Paid

(&) Individuals (Continued)
EEEHM(E) Directors’ emoluments (Continued)
H % B
Other emoluments
e RN
we NEWEA HERe IR @it
Salaries,
allowances Retirement
and benefits  Discretionary  benefit plans
Fees in kind bonus  contributions Total
TEx TEx TEx TEx TEx
Us$'000 Us$'000 Us$'000 Us$'000 Us$'000
HE-_Z-)\F Year ended
+-A=+—-HItEE 31 December 2018
BRHTES: Executive managing
director:
BARZE-—N\%F Chen Li (appointed on
“A-BEZH) 1 March 2018) = 368 121 13 502
HIES: Executive directors:
JERM-_F-N\F Liu Bang Min (resigned
—A=1+—BEf) on 31 January 2018) - 17 — 1 18
BRRZZ-NE Hou Song (resigned on
+A-tHET) 20 October 2018) = 130 55 2 187
EHTES: Non-executive directors:
REE Wu Zhen Tao — — — - -
Stephen Burnau Hunt Stephen Burnau Hunt 38 — — — 38
ZER Lee Jin Yi — — — — —
El A Liu Xuezi — — — — —
BUEHTES: Independent non-executive
directors:
BaEE Chan Kee Huen, Michael 35 — — — 35
R Tang Chiu Ping, Raymond 35 = = = 35
Fritz Heinrich Horlacher Fritz Heinrich Horlacher 32 = = = 32
BEE(RZE-N\F Yeung Tak Bun, Allen
TAABEZM) (appointed on
6 October 2018) 8 = = = 8
148 515 176 16 855

MESENEXRENEREZE TN
FRZE-NF+_A=+—HLFE
T & 8= HE -

HERSBURREZTHNRR -

HE-F-AFR-F-\F+-A=
+— B FE AR BRI E
o {F 7 B8 B 9 A 1 1 £
& (EAMAREERMAKEE L
52 B oK F o BB 0K -

There was no arrangement under which a director waived
or agreed to waive any emoluments for the years ended 31
December 2019 and 2018.

Discretionary bonus are determined on director’s performance.
During the years ended 31 December 2019 and 2018, no
emolument was paid by the Group to the directors or any of

the five highest paid individuals as an inducement to join or
upon joining the Group or as compensation for loss of office.
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BE_Z-NFTZA=+—BIFE For the year ended 31 December 2019

1. ESNEEESFHE AT HMH 11. Emoluments of Directors and Five Highest Paid

(&) Individuals (Continued)
BEREFAL Five highest paid individuals
hEERFATERERARG —RES (= The five highest paid individuals consisted of one (2018:
TZ-NF - WE) BEHESFBERLEX two) directors of the Company, details of whose emoluments
FIRoMARBE - 8 THEZ(ZZT—N are reflected in the analysis presented above. Details of
FZR)ERFATHEMFBOT emoluments of the remaining four (2018: three) highest paid

individuals were as follows:

—ZE-hF —E—)N\F
2019 2018
SRES FET
Us$'000 Us$'000
e EANEDETF Salaries, allowances and benefits in kind 298 253
(R 3cn Discretionary bonus 128 177
R KRR T Bl R Retirement benefit plans contributions 34 41
#BEt Total 460 471
TR FLBEIEEFSATRIEH N T The emoluments paid to each of the above non-director
Tk : individuals were within the following bands:
—E-NF —E-N\F
2019 2018
AE AZ
No of No of
individuals individuals
Z %1,000,0005 7T ([ 7T 1) Nil = Hong Kong Dollars (“HK$")
1,000,000 3 2
1,000,001 7t 1,500,000 7T HK$1,000,001 to HK$1,500,000 1 e
1,500,001 7L 22,000,000 7t~ HK$1,500,001 to HK$2,000,000 — 1
12. FTIBRHEX 12. Income Tax Expense
—E-NF —ZET—-N\F
2019 2018
Fxx FET
Us$’000 Us$'000
EHMIEMIE Current income tax
— FEHIE — Tax for the year 1,004 1,599
iﬂﬁiirﬁéﬁﬂ_ﬁ/ — Under/(Over) provision in prior years
(HBREEE) 75 (205)
1,079 1,394
iR FE F 18 (B 7E28) Deferred tax (Note 28) (786) 536
Fr 45 ¢ 5 ¢ Income tax expense 293 1,930
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Fft 15 %4 B < (&)
ERBUGEN R B ANEB L EMER
BRIZAERMERVERAHE -

EENEHEIIRBERNG R S
MR E16.5% (ZF — N\ : 16.5%) &t
o RN —_ZE—NF=B=-_+—B  FB
NEE BAQOTERBE (BET)(ETH)
EHERMIENER]) > ZiEHER
SIARBFEHREREBE o ZIEHNERR
—E-NF=ZA-t+/\BEZEKAEZE
Z2 IR EBEERERLTE -

BEREFSHEEH - 5ERDEE
1% kB 2,000,000 7T 4 71115 8.25% K Ft
T NTRTE - W A5 1R 16.5% FY T K 80 4
2,000,000 ;T A L Fl 2 IR o A R&F
EMBFSREEF N E R GEE
Z16.5% M ENT - FEMKAFIESH
EKEHEANAEER -

BEPECEMBREA(CEMBR
ENDREERME - PR EQ RS
RAE25% (ZF — \F :25%) °

AEE-HHNBRREERERTES
MR EE  ZHS%RNEELERS
BE(ZF—/\F :15%) °

FAMBHAXESGEa Rk EtE
[ W 25 3% AT 7R BR AT 15 B A it A1 /9 3 B
m

12.

BE-F-AF+t-A=t+—ALFE

For the year ended 31 December 2019

Income Tax Expense (Continued)

Tax on assessable profits has been calculated at the applicable
rates of tax prevailing in the tax jurisdiction in which the Group
operates.

Hong Kong profits tax is calculated at 16.5% (2018: 16.5%)
on the estimated assessable profits for the year. 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 year.

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% (2018: 25%).

A subsidiary of the Group has been certified as a new high
technology enterprise in the PRC and enjoyed a preferential
enterprise income tax rate of 15% (2018: 15%).

The income tax expense for the year can be reconciled to the
profit before income tax per the consolidated statement of
profit or loss and other comprehensive income as follows:

—E-hEF T -N\F

2019 2018

TER FETT

Us$’000 Us$'000

B BT 15 %1 Al A Profit before income tax 18,642 2,090

RERAREMEREE R Tax on profit at the rates applicable

B AR E R IR to the jurisdictions concerned 3,597 256

TAHBERNR BT E Tax effect on non-deductible expenses 2,143 3,846

BERBRANT Gz E Tax effect of non-taxable income (5,871) (2,884)
FEEE S RAl TG EER Tax effect of share of post-tax result of

HiEw 2 associates (331) (278)

BEFEBERR (GBEEE) Under/(Over) provision in prior years 75 (205)

REERMEE 1B Tax effect of tax losses not recognised 1,022 500

Hity Others (342) 695

Fr 45 3¢ B < Income tax expense 293 1,930
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 E - —

NE+ZA=+—HILFE

For the year ended 31 December 2019

13. BE 13. Dividends
—E-hF —ZE-N\F
2019 2018
FEx FET
Us$'000 us$'000
FARRADIKHEKE Dividends recognised as distribution
during the year:
- NFRAKRE — 2018 final dividend — HK3.58 cents per
FH3.587 Wl (B A 490.465 1))  share (approximately US0.46 cents per
share) 1,855 =
—NFFRHKRE — 2018 interim dividend — HK2.90 cents
iﬂx2.90/%1lh (R %90.373 L) per share (approximately US0.37 cents
per share) — 1,534
—E—t+EFERAKRE — 2017 final dividend — HK3.58 cents per
FH3.587 Wl (B A 490.465 1))  share (approximately US0.46 cents per
share) — 1,909
1,855 3,443
B2 N\F+-_A=+—8 &2 For the year ended 31 December 2018, the directors of the
ESEBRNKREREFAR3.58H1(L ( Company had proposed a final dividend of HK3.58 cents

f% AR E R 470.463 1) » 425114,823,000
7 7T (FH & 7R 491,855,0003 JT) °

BE_ZT-NAF+_A=t—H &R
FAEETEZARERGRE -

14. EREZR 14.

ERERNENIZARARFEE A B
& % F18,349,000%k T (=T — N\ &F:
160,000% 7o) & A B R F A AR 7 FT
B EFHEMNETRMGEDMEFS
I @ AR403,894,600% (= T — )\ F:
414,999,4540% ) 5t & -

AEEREARE-—FEYRELEET
Befm o
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per share (equivalent to approximately US0.46 cents per
share), totally amounting to HK$14,823,000 (equivalent to
approximately US$1,855,000).

For the year ended 31 December 2019, the directors of the
Company do not recommend the payment of final dividend.

Earnings per Share

The calculation of the basic earnings per share is based on
the consolidated profit attributable to owners of the Company
of US$18,349,000 (2018: US$160,000) and the weighted
average number of ordinary shares of 403,894,600 (2018:
414,999,454), after adjusting the treasury shares held or
cancelled by the Company, outstanding during the year.

The Group had no potential dilutive shares during the year and
prior year.
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HEZZT-NF+ZA=1+—HILFE For the year ended 31 December 2019

15. Property, Plant and Equipment

BEFREE B "E KARRB @st
Furniture
Building Motor and
and plant Machineries vehicles equipment Total

TEL TEL TEL TEL TEL
US$'000 US$'000 US$'000 US$'000 US$'000

RZZE—-N\F—A—H

At 1 January 2018

X AR Cost 28,328 15,769 686 3,047 47,830
2T ERRE Accumulated depreciation and

impairment (6,837) (6,815) (479) (2,267) (16,398)
REFE Net carrying amount 21,491 8,954 207 780 31,432

BE_Z-/\F+-A=t—H
LEFE

Year ended 31 December 2018

FOREFE Opening net carrying amount 21,491 8,954 207 780 31,432
fE AR Exchange adjustment (1,013) (508) (10) (28) (1,559)
NE Additions 579 778 75 310 1,742
W g —m KB AR Acquisition of a subsidiary — 3 — 34 37
neE Depreciation (1,058) (1,429) (53) (556) (3,096)
AL Impairment = (154) = = (154)
RE Disposals — (110) (20) (10) (140)
FEREHEFE Closing net carrying amount 19,999 7,534 199 530 28,262
R-T-—NE+=-A=+—H At 31 December 2018
DFN Cost 27,473 15,161 531 3,096 46,261
2 MERRE Accumulated depreciation

and impairment (7,474) (7,627) (332) (2,566) (17,999)
REFE Net carrying amount 19,999 7,534 199 530 28,262

BE_ZT-NF+t-A=t—H
LFE

Year ended 31 December 2019

FOREFE Opening net carrying amount 19,999 7,534 199 530 28,262
B 5 3 & Exchange adjustment (312) (294) 4 (10) (620)
NE Additions 28 775 92 472 1,367
e Depreciation (1,035) (1,328) (43) (423) (2,829)
WA Impairment (5) (886) (10) 17) (918)
BE Disposals - (98) - (24) (122)
FREEFE Closing net carrying amount 18,675 5,703 234 528 25,140

RZZE-—NE+=-A=1+—H

At 31 December 2019

A Cost 27,050 14,775 612 3,227 45,664
ZEAMERAE Accumulated depreciation
and impairment (8,375) (9,072) (378) (2,699) (20,524)
REFE Net carrying amount 18,675 5,703 234 528 25,140
( E_E-NF+_HA=+T—BILF During the year ended 31 December 2019, provision for
B AREBENRINARE W% KE impairment of property, plant and equipment of US$918,000
N & R E 5 £918,000E T (=22 — (2018: US$154,000) was recognised in profit or loss as part
J\EE 1 154,000% 7)) + I B R 18 &= of administrative expenses (Note 10) to reduce the carrying
RAETHAZ — 25 (H:E10) - Y amounts of the property, plant and equipment to their
¥ BERRENREERREZTWE recoverable amounts as a result of physical damaged and
ki technically obsolescence.

BA A B 224 iR A R A Al Lansen Pharmaceutical Holdings Limited 153



AR e B S Rk B BE

Notes to the Consolidated Financial Statements
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16. FRAEEE
AEBEELEHAEEER(BE+
EREE) BEZERABH 5=
RIS R DRE o WEEEN
HMERCEAEHEEHANEEMEK -

16. Right-of-use Assets

The Group leases a number of office premises, motor vehicle,
prepaid land lease and office equipment in the jurisdictions
from which it operates, including the PRC and Hong Kong.
The leases of these assets comprise only fixed payments over

the lease term.

FER
Us$'000
HE-_Z-—NF+T-A=+—HLFE Year ended 31 December 2019
EREZMWN=_ZF—/\F+=ZHA=+—H Opening net carrying amount at 31 December
FUREFE 2018 as originally presented —
T ER A B B Bt 75 R 25 22 Bl 51657 B 9 Change in accounting policies upon adoption of
& ETBUR 2 B (M &E3.103) IFRS 16 (Note 3.1(i)) 2,942
RZE-NF-—HA-—AFVNKET Restated opening net carrying amount at
BREFE 1 January 2019 2,942
PE 3 2 Exchange adjustment (44)
NE Additions 346
e Depreciation (546)
FREEFE Closing net carrying amount 2,698
R-ZB-NF+ZA=+—8H At 31 December 2019
X A Cost 4,104
R E Accumulated depreciation (1,406)
REFE Net carrying amount 2,698

BHBEENCBZERAREEREF
BEzofamT:

The analysis of the net book value of right-of-use assets by

class of underlying asset is as follows:

—EB-hEF —T-NEF
+=A=+—H —A—H
31 December 1 January
2019 2019
FER FET
Us$'000 Us$'000
AR+ E - RITER RSB  Prepaid land lease, carried at

depreciated cost 1,834 1,921

MRS - RERPLEZRE Office premises, motor vehicle and office
BRI E AR BR equipment carried at depreciated cost 864 1,021
REFE Net carrying amount 2,698 2,942
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17. Prepaid Land Lease Payment

—E-NF —ZE-N\F
2019 2018
FEx FET
Us$'000 Us$'000
FHRMEFEAE Opening net carrying amount 1,921 2,079
BB 49 B B B 75 3R 5 #E BIJ 2516%%  Change in accounting policies upon
R EETBR B (M 5E3.1())  adoption of IFRS 16 (Note 3.1(i) (1,921) —
FHREREFE Restated opening net carrying amount — 2,079
FREH Amortisation for the year — (59)
PE i, 58 2 Exchange adjustment — (99)
FREEFE Closing net carrying amount — 1,921
FRE#E Gross carrying amount — 2,577
R Accumulated amortisation — (656)
REFE Net carrying amount — 1,921
AR - Reconciliation:
FFARBEEN RIS Current portion included in current
assets — 52
FTAEREBEEMIEREI S Non-current portion included in
non-current assets — 1,869
BRI FE Net carrying amount — 1,921
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18. B EE 18. Intangible Assets
AERER
ERH R
BROHRE RWERAR  HERF  EXAE K @t
Indefinite-
Exclusive lived
distribution Technical Development technical
rights  know-how costs  know-how License Total

S S TET TET T£n T£n

US$'000 US$'000 US$'000 US$'000 US$'000 US$'000
(P 3G) (B 75 (b)) (&) (P & (o)) (P& ()
(Note (a)) (Note (b)) (Note () (Note (d)) (Note (e))

RZE-NE—A—H At 1 January 2018

KA Cost 306 6,274 12,296 9,078 = 27,954
S EERAE Accumulated amortisation and
impairment (122) (3,653) (123) = = (3,898)
REFE Net carrying amount 184 2,621 12,173 9,078 = 24,056
HZE-Z—-\E+-F Year ended 31 December 2018
S1-RLEE
ENEEFE Opening net carrying amount 184 2,621 12,173 9,078 — 24,056
& 5 3% Exchange adjustment 8) (107) (649) — — (764)
NE - NER % Additions — internal
development = = 3179 = = 3,179
KE-RNBAR Acquisition of a subsidiary = = = = 1134 1134
B Amortisation (30) (553) — — — (583)
A Impairment — — (468) — — (468)
s Write off = = (744) = = (744)
FREEFE Closing net carrying amount 146 1,961 13,491 9,078 1134 25,810
RZE-N\E+ZA At 31 December 2018
=t+-H
AR Cost 291 5,973 14,061 9,078 1134 30,537
R BERAE Accumulated amortisation and
impairment (145) 4,012) (570) = = (@,727)
EHFE Net carrying amount 146 1,961 13,491 9,078 1,134 25,810
EZE-Z-NA%+-H Year ended 31 December 2019
=+-BILEE
ENEmEE Opening net carrying amount 146 1,961 13,491 9,078 1,134 25,810
EH A Exchange adjustment (1) (9) (198) (3) (23) (234)
NE — MR Additions — internal
development - - 1,874 - - 1,874
RE— KR Additions — acquisition - - - 276 - 276
2H Amortisation (29) (532) - - - (561)
AN Impairment (116) (1,420) (3,662) (59) (238) (5,495)
EREEZE Closing net carrying amount - - 11,505 9,292 873 21,670
W=Z—NF+=F At 31 December 2019
=t+-H
A Cost 287 5,876 15,685 9,351 1,108 32,307
A BHERAE Accumulated amortisation and
impairment (287) (5,876) (4,180) (59) (235) (10,637)
REFE Net carrying amount - - 11,505 9,292 873 21,670
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18.
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NFE+=A=+—HILFE For the year ended 31 December 2019

Intangible Assets (Continued)

For the purpose of impairment assessment, intangible assets
related to cosmetic products, healthcare products and other
pharmaceuticals, property, plant and equipment set out in
Note 15 and right-of-use assets set out in Note 16 have been
allocated to CGUs according to the nature of projects.

The recoverable amounts have been determined based on value
in use calculation. That calculation uses cash flow projections
based on financial budgets approved by management covering
a five-year period, and pre-tax discount rate of ranged from
15.43% to 17.00% (2018: at 17.00%). The growth rate used
to extrapolate the cash flows beyond the five-year period is
0%. Other key assumptions for the value in use calculations
relate to the estimation of cash inflows/outflows which include
budgeted sales and gross margin, such estimation is based on
the unit’s past performance and management’s expectations
for the market development. Management believes that any
reasonably possible change in any of these assumptions would
not cause the aggregate carrying amount to exceed the
aggregate recoverable amount.

During the year ended 31 December 2019, provision for
impairment of intangible assets of US$5,495,000 (2018:
US$468,000) in aggregate was recognised in profit or loss as
part of other non-operating income and expenses (Note 8) to
reduce the carrying amounts of the intangible assets to their
recoverable amounts as a result of the unsatisfactory market
demand for the corresponding products.

For the year ended 31 December 2018, the Group terminated
several research and development projects which were under
development, mainly due to the surging bulk pharmaceutical
costs. Write off of US$744,000 was recognised in profit or loss
as part of other non-operating income and expenses (Note 8)
to write down the carrying amounts of the intangible assets
to their recoverable amounts.
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NE+ZA=+—HILFE

A B 15 #hak B 5E

BREEE)

M o

(a)

(b)

R=ZZT—=%+=A
B BRGE ARG RBEREFREH
BEI0FEHDHE - WO HBERERESE
RIOEFHEAIE-Z—NE—A—BHK

ARG EE R E

Ry SHIERARD) B4 o an L ATl - RE B
116,000 X TRBE-FT—NF+=_A=+

—RALFEZREPFE -

BRMEXANBETZERABEREES T4
an T 42 B8 B B i R BL 5 e

B-Z——F+tA—Bi BEOEERE
) 11l 55 2 A3 A R #540,993,0007T i B
BEERT —FEHEBE BE_T—N
F+-_HA=+—HB BEEBEPERNE
141,420,000 T °

RZZT—=F  ARARIZE2ENBREIERK
VEEBRAR(ERTE]) HCHKH M
}%MTE"T?EEHH@@E%IE%#&%BE

AR ([EAE]) 7T 3 28 & 517 88 5% 15 5% ([15
&) BEHZE  BERIYERZEUREKE
2,279,000 7T (1 E M 4 A R 14,800,000
) REERERRAIIEREIER - KR

RSB BB AR BEEA KA MR
B MRER - WA B TRARE

kETERELH(CRRAYIEMAEEED -
KREBES @ RRE N REF B E R L E
HeXNTFRE #B#E_T—HF+=-A=
+—HLEFE BREIERDZ719,170%F
T (HHER#H A R%4,670,0007) c R=F
—RNFALA+=8" T&jikﬁﬁ%;ﬁfa
MEEREERFL c RKFAT  F))
VEEBEBELIESERIERERE
EEEBER WMERIEEIEIMNA
R ¥4,670,000TH) B2 AR - RZF—
+tHEMA+EE BETWEHMNEARER
HFoREEAREEVEREBRBMARA
R #4,670,0007T ° Bt + 719,170F JT )
MEEMNBCRAMFELEME - 82
—E-NF+-A=1t-—BLEFE BKY
EIWE BB FFAR A RE3,394,000 © I
ERBmPER -
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18.

For the year ended 31 December 2019

Intangible Assets (Continued)

Notes:

(@)

(b)

In December 2013, the Group entered into an exclusive agreement
with a supplier to secure the distribution rights of 10 years for one
pharmaceutical product in the PRC. This exclusive right is amortised on
a straight-line basis over 10 years, being the period of the distribution
rights, starting from 1 January 2014. As explained above, an impairment
provision of US$116,000 was made in profit or loss for the year ended
31 December 2019.

Technical know-how mainly represents techniques and formulae
acquired for the development and production of certain pharmaceutical
products.

With effect from 1 July 2011, technical know-how in relation to the
oral disintegrating tablets amounting to RMB40,993,000 has been
amortised on a straight-line basis over 11 years. During the year ended
31 December 2019, an impairment provision of US$1,420,000 was
recognised in profit or loss.

In 2013, Ningbo Liwah Pharmaceutical Company Limited (“Ningbo
Liwah”), a wholly-owned subsidiary of the Company, entered into
a pharmaceutical technology transfer agreement (the “Agreement”)
with Tianjin Longbai Biological Engineering and Technology Company
Limited (“Longbai”), an
the Agreement,

indirect subsidiary of CIH. Pursuant to
Ningbo Liwah agreed to acquire from Longbai
the misoprostol development project for a cash consideration of
US$2,279,000 (equivalent to approximately RMB14,800,000). The
misoprostol development project comprised the know-how and related
materials and technology, intellectual properties, patent, permit(s) and
license(s), and certain supporting equipment (“Misoprostol Development
project”). The consideration is 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 is
therefore seeking the return of the milestone payment of RMB4,670,000
that had been paid. On 14 April 2017, Yinzhou District People’s Court
in Ningbo City judged that Longbai has to return the milestone payment
of RMB4,670,000 to Ningbo Liwah. Accordingly, the technical know-
how of US$719,170 was fully written off in prior years. During the year
ended 31 December 2019, an amount of RMB3,394,000 was received
as the settlement of the litigation and recognised in profit or loss.
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18. Intangible Assets (Continued)

Notes: (Continued)

(c)

(d)

(e)

Development costs mainly represent intellectual property rights (“IPRs")
generated internally for the pharmaceutical technology.

The directors consider that these IPRs have indefinite useful lives as
there is no foreseeable limit on the period of time over which the IPRs
in pharmaceutical industry is expected to provide cash flows. These IPRs
can be renewable in a period of time at minimal cost and the products
are continuing in the market.

If the IPR becomes impaired, the carrying amounts of the asset should
be written down or written off immediately to profit or loss. IPRs with
indefinite useful lives are not amortised and are tested for impairment
annually at each financial year end or more frequently if there are
indications that IPR with indefinite useful lives might be impaired.
During the year ended 31 December 2019, an impairment provision of
US$3,662,000 (2018: US$468,000) was recognised in profit or loss.

Indefinite-lived technical know-how mainly represents a perpetual
royalty-free licence with no termination.

On 28 March 2014, Lansen Medicine (Hong Kong) Limited (“LMHK"),
an indirect wholly-owned subsidiary of the Company, entered into (i)
the asset purchase agreement with Novartis AG and Novartis Pharma
AG (collectively known as “Novartis”) pursuant to which Novartis
agrees to transfer to LMHK the transferred assets (including know-how,
books and records, specified trademarks, commercial information and
medical information relating to the pharmaceutical product), and (i) the
licence agreement to grant the licences, relating to the pharmaceutical
product in the territory (i.e. the PRC, excludes Hong Kong, Macau and
Taiwan) for a total cash consideration comprising an upfront payment
of US$8,000,000, plus additional milestone payments of a total
maximum US$1,500,000, which are linked to sales achieved by LMHK
(the “contingent consideration”). The carrying value of the contingent
consideration at the end of the reporting period was US$1,171,000
(2018: US$1,234,000) and has been recognised as other financial
liabilities (Note 31) in the consolidated statement of financial position.

The pharmaceutical product contains specific active pharmaceutical
ingredients and it is marketed and sold as a cream under trademark of
Sicorten Plus in the territory. It will primarily be used to treat certain
corticosteroid-responsive inflammatory skin diseases secondary infection.
During the year ended 31 December 2019, an impairment provision of
US$59,000 was recognised in profit or loss.

License mainly represented the medical license acquired through the
acquisition of a subsidiary in 2018. Further details of the acquisition are
set out in Note 34.

The directors consider that the medical license has indefinite useful lives
as there is no foreseeable limit on the period of time over which the
license in cosmeceutical industry is expected to provide cash flows. As
at 31 December 2019, the directors of the Company are of the opinion
that the estimated recoverable amount of the medical license was less
than its carrying value and therefore impairment loss of US$238,000
was recognised in profit or loss.
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BHEZZ - NLF+ZA=+—HIFE For the year ended 31 December 2019

19. B8 19. Goodwill
ZE-hEF —ZE-N\F
2019 2018
TER FETT
Us$'000 Us$'000
REE Carrying amount 6,825 6,825

AEBWEERTE  BAEBECRI)
BRARRYIBE DRI K ERESR
BERDHABERAR (I RKBE]D -
ZEXHANBEEANR -

AEERBEYBFEFRABEET
FEREFG - HEDRBREEAE
WA - BERTMAETRENR

BEENRMS  HEREBEEMNER
WAERAE I RE-—RAREELE
i BREIEXBAREREEFEHE
mMB AR HEMABEZLLE D
BB %] o

FPRREEFEMATR@MEROELER
HFrZHBEREMBANT

ZREEEBEMNA K E SR AERE
B BEEEE  ZAtEEERENEE
BEMERKREFHOPBHEENR S
MEFRARIN7%HBRATFEE(ZF—
NF17%) - BERFHNRESRER
AEER0RER - WERXTIREE
BOTXERBAME - EREEAEZR
BEMETERRDEANRRESRARL
Mt EPERREHERENE -
BRBADERZEMBERRARE
BEEHAMSERNEY - BEEEMRE
AL ERRAELENSELBE T
SEYHEFEEBEEATRDAE -
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The Group acquired Ningbo Liwah, Lansen Medicine (Shenzhen)
Company Limited (“Shenzhen Lansen”) and Beijing Eliza
Medical and Beauty Clinic Company Limited (“Beijing Eliza").
These transactions have been accounted for by the acquisition
method of accounting.

The Group assesses goodwill annually for impairment at each
financial year end, or more frequently if there are indications
that goodwill might be impaired.

For the purpose of impairment testing, goodwill and
development costs related to specialty pharmaceuticals have
been allocated to one CGU, including subsidiaries with
principal activities of manufacturing and trading of specialty
pharmaceuticals which is including in the “Pharmaceuticals”
under operating segment.

The basis of the recoverable amount of the above CGU and
its major underlying assumptions are summarised below:

The recoverable amount of the CGU has been determined
based on the value in use calculation. That calculation uses
cash flow projections based on financial budgets approved by
management covering a five-year period, and pre-tax discount
rate of 17% (2018: 17%). The growth rate used to extrapolate
the cash flows beyond the five-year period is 0% which is
based on pharmaceutical industry growth forecast. Other
key assumptions for the value in use calculation relate to the
estimation of cash inflows/outflows which include budgeted
sales and gross margin, such estimation is based on the unit's
past performance and management’s expectations for the
market development. Management believes that any reasonably
possible change in any of these assumptions would not cause
the aggregate carrying amount to exceed the aggregate
recoverable amount.

During the year ended 31 December 2019, management of the
Group determines that there is no impairment on its goodwill
(2018: Nil).
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HE-Z-NAF+=-A=+—HILFE For the year ended 31 December 2019
20. REtERTAI 2R 20. Interests in Associates
—E-hEF —E—N\F
2019 2018
FEx FEx
Us$'000 us$'000
BLHEEFE Share of net assets 7,289 17,136
EES Goodwill 8,854 13,002
16,143 30,138

ERASENRERRNBERRFE

Details of the Group’s associates at the end of the reporting

IR period are as follows:
AMRILH FE AEBFEHEREER
A% REXBE RewH RERENLLH FREK
Place of Principal Proportion of ownership
incorporation place of interest and voting power
Name and operation  business held by the Group Principal activities
—E-NFE ZET)N\F
2019 2018
AlR L hE I 4.0%* 10.6%* EEREERNE
e E
Starry The PRC The PRC Production and trading of
bulk pharmaceuticals and
intermediates
ERpRARRA(ER]) ERER#ES  HHE 30.0% 30.0% HFEREEERMRERK
(RBRX RIZEm
#5))
Natural Dailyhealth Holdings The British Virgin -~ The PRC Production and trading of
Limited (“Natural Dailyhealth”) [slands plant extract and
(The "BVI") healthcare products
REBMEEDHMRERLRA +E P E 20%* — REWEIXBEAE 5T
(&) EWETAR thRED
&M E R Y EE R T
BHMEXY
Tianjin Robustnique The PRC The PRC Engaging in the research

Biotechnology Co., Limited
("Robustnique”)

and development and
industrialisation of

new industrial enzyme
preparations, molecular
biology tool enzymes,
and bioactive factors for
cosmetics and biological
skincare products
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For the year ended 31 December 2019

Interests in Associates (Continued)

* 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.

& On 29 December 2018, the Group’s subsidiary, Ningbo Lansen
Medibeauty Tech Limited (“Ningbo Lansen Medibeauty”), entered into
an equity transfer agreement for the purchase of 20% equity interest in
Robustnique from an independent third party for a cash consideration
of RMB14 million (equivalent to approximately US$2 million). The
acquisition was completed on 18 February 2019 and accordingly,
Robustnique became an associate of the Group.

The above associates were accounted for using the equity
method in the Group’s consolidated financial statements.

Starry

Starry successfully launched an initial public offering on the
Shanghai Stock Exchange on 9 March 2016. During the years
ended 31 December 2019 and 2018, the Group disposed of
6.6% and 2% equity interest in Starry, respectively (Note 8(a)).
The fair value of the interests in Starry held by the Group was
approximately US$40,915,000 as at 31 December 2019 (2018:
US$49,103,000).

As at 31 December 2019, 4,200,000 shares in Starry held
by the Group with market value of US$25,587,000 (2018:
3,000,000 shares with market value of US$11,531,000) have
been pledged to secure for the bank facilities and bank
borrowings of the Group (Note 27).

As at 31 December 2018, 7,600,000 shares in Starry held by
the Group with market value of US$29,212,000 were pledged
to banks to secure for bank borrowings of a fellow subsidiary
(Note 37(d)).
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For the year ended 31 December 2019

REE QT 2= (E) 20. Interests in Associates (Continued)
=g Natural Dailyhealth
RZBE—NFF+_A=+—HLFER - As at 31 December 2019, the directors are of opinion that
EERA/BE ARIA R R A I the estimated recoverable amount of the interest in an
EeEEREIRAE  XRESNQAF associate, Natural Dailyhealth, was less than its carrying value
BLA 25 A F R BT XA R E while an independent valuation was performed by the valuer,
AERARETE LM - FRESA Ascent Partners Valuation Service Limited, to determine the
AREEEREBREAFLEERELENX fair value of Natural Dailyhealth by using income approach.
AWFTETEAETEN LA EERER The recoverable amount of interest in Natural Dailyhealth
EEEIEMNIOFHVBBEENERE 2N is determined based on a fair value less costs of disposal
TR - AR @ RTEANTEMRER calculation which uses cash flow projections based on financial
16% > AREEI10F IR SR ED budgets approved by management covering a ten-year period.
BEREE282%  ABBERIIERE - The post-tax discount rate applied to cash flow projections
BEERA  FREANKESENEA is 16%. The growth rate used to extrapolate the cash flows
REZNESEAIENZE (B EIR beyond the ten-year period is 2.82% which does not exceed
HEBEBBETKESE UTEES the long-term growth rate. Management believes that any
3SMETERE AN B R B reasonably possible change in key assumptions on which the
BABBNRE: recoverable amount is based would not cause the carrying
amount to exceed its recoverable amount. Below is a summary
of the key unobservable inputs used and categorised within
level 3 measurement:
EXRTAEE@AIE EXTAHEERAHBEE FHBEEGAMBHERAFTENBER

Range of significant
unobservable inputs

Significant unobservable inputs

Relationship of unobservable
inputs to fair value

EH

Gross margin

29% to 34%

RHERER 2.82%
Long-term growth rate
1% $r3R & 16%

Post-tax discount rate

HE-_ZT—NE+=-RA=+—1t&E "
R {E E518396,000 TN IEZF R HER (=
T — \F &) (K E8) »

% I 38 008 BA FEE N

The increase in the gross margin
would result in an increase in fair
value.
REEREIE M B A FEEM
The increase in the long-term growth
rate would result in an increase in fair
value.

BB EMERQTFERD
The increase in the post-tax discount
rate would result in a decrease in fair
value

During the year ended 31 December 2019, an impairment loss
of US$396,000 (Note 8) has been recognised in profit or loss
(2018: Nil).
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20. REt&ERNTF 2= ()

20. Interests in Associates (Continued)

i) AEEBEZHERRNY B E R i) Summarised financial information of the Group’s material
BEH5 T : associate is set out below:
AR Starry
—E-hF —\F
2019 2018
FEx FET
US$'000 us$'000
R+=-—B=+—8H As at 31 December
MENE E Current assets 176,386 141,215
EREBEE Non-current assets 323,147 306,038
mBEaE Current liabilities (228,368) (183,788)
ERBEE Non-current liabilities (123,705) (128,623)
BESFE Net assets 147,460 134,842
BE+=-A=+—HILEE Year ended 31 December
WA Revenue 189,841 134,232
F 2 % A Profit for the year 24,706 14,496
FEHEME2EK = Other comprehensive income for the
year (268) (18)
FEPHEK =B Total comprehensive income for the
year 24,438 14,478
FEEBEARIUINA AL B Dividends received from the associate
during the year 1,344 122
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20. REtERRl 2= () 20. Interests in Associates (Continued)
i) AEEBEZHERRNY B E R i) Summarised financial information of the Group’s material
BMEHHNOT: (8) associate is set out below: (Continued)
A AR (E) Starry (Continued)
LA t*ﬁiﬁ;ﬁﬁﬁﬁﬁ‘“ﬁﬂﬁﬁiﬁ?ﬁﬁﬁ‘k Reconciliation of the above summarised financial
WMEMERNE E QR R information to the carrying amount of the interest in
ETEE’J;TEE : an associate recognised in the consolidated financial
statements:
—E-AfF —E-N\F
2019 2018
SRES T FET
Us$’000 Us$'000
BEFE Net assets 147,460 134,842
B FEYE S M = Less: Non-controlling interests 4,718 4,651
IRV R ARG ER Equity attributable to owners of
Starry 142,742 130,191
NEFPE AL HNEEEREZ Proportion of the Group’s ownership
Lt Bl interest in Starry 4.0% 10.6%
5,710 13,800
kS Goodwill 3,119 8,746
R BB A FEFENFE  Effect of fair value adjustments upon
acquisition 234 1,273
Hh 5 8 Other adjustments 114 135

REBRE A #EZERTAE@E Carrying amount of the Group's
interest in Starry 9,177 23,954
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20. ABtENT 2= (E) 20. Interests in Associates (Continued)
i) EEABMELATNTBERBE i) Summarised financial information of the immaterial
HIWAT associates are set out below:
—E-NF —E-N\F
2019 2018
FEx FET
Us$’000 Us$'000
R+=—A=+—H As at 31 December
HREVBHmEAPHEREE Carrying amounts in the consolidated
financial statements 6,966 6,184
HE HE
—E-hEF —E-N\F
+=A=+-8 +=A=+-A
LEE EFEE

Year ended 31 Year ended 31
December 2019 December 2018

EEELFEERKEATLE  Amount of the Group’s share of

immaterial associates

— EhEE — Share of loss (699) (768)
— EEHEMRE R — Share of other comprehensive income — —
— EEEERERE — Share of total comprehensive income (699) (768)
21. 78 21. Inventories
—E-AfF —E-N\F
2019 2018
F=t FET
Us$'000 Us$'000
R 44 Raw materials 1,206 1,529
R Work-in-progress 1,391 990
2K fh Finished goods 4,055 9,446
6,652 11,965
RZZE—NF+ZA=FT—HBIEFERN - As at 31 December 2019, provision for obsolete inventories of
E’JETS_L T /) BR T {8 {E 112,753,000 7T US$2,753,000 (2018: US$2,558,000) were made against the
(=ZZ —/\fF :2,558,000F L) R E 7 carrying value of inventories.
BRE-
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EZ R HAMEWIE 22. Trade and Other Receivables
ZE-NF —ZE—N\F
2019 2018
F =t FET
Us$'000 Us$'000
2 EWIE Trade receivables 20,656 24,977
B B EE Less: loss allowance (865) (1,139)
19,791 23,838
W = & Bills receivables 16,501 13,624
B 5 e IE & e U 2R R Trade and bills receivables 36,292 37,462
TE AR IE K E fh FE UK IE Prepayments and other receivables 13,606 16,598
49,898 54,060
EEZERA BESNEMEWRRENERR The directors consider that the carrying amounts of trade and
BEEQAFERS - other receivables approximate their fair values.
REEMEEKERAR PR FHI90R The Group has a policy of allowing an average credit period
MEEH - of 90 days to its customers.
REBWERZSERTEEMER The Group does not hold any collateral over these balances.
&-D o
BREZHZAH  RHEHR AEE/ Based on the invoice date, the ageing analysis of the trade and
B 5 e I sk TE I FE W ZE 4R (30 B B 18 B bills receivables (net of loss allowance) of the Group as at the
BRI DT T end of the reporting period is as follows:
—®-hE —T-NF
2019 2018
Fxx FET
Us$'000 Us$'000
90H K AT 90 days or below 19,154 27,367
912180H 91-180 days 15,515 5,327
1812 365H 181-365 days 1,463 4,138
{8 #8365 H Over 365 days 160 630
36,292 37,462
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23.

168

T-NAFTA=+—RBILEFE

ESRHMEKRRE(E)
RBEE-_ZE—NAFR-_ZT—)/\F+_-A
=t+—HLEFERN AEERSBEE
M HEAETE2ERENIDERERE -
MEBEBERR  AEEBERBHESH
BRESNERRIE - FIERSFHESR
M WERA FTIS FUIB5.3% (=2 — \F :
3.5%E5.0%) it E  EEEKRERKE
FIARH L - A AEBEEERALIRE
WEEREEFERTEMNZINRR -

AN 55 [ (R B8 Bh 25 B U 22 15 19 48 K1
DEBEER  WAHRRFUIFEH
BRI BRELEAFIRRIEERSME
ENRE R-E—AhE+-_A=+—
B EWZEE3,441,000EF T (ZFE—N
110,932,000 ) BEBRA KB RE
MR RERR BEHEDALEZET
TREE BMERBMATERIBEER
BEERBE (ME27) it AEBRR &
ZEENBIERNZ RS AL EEN SR
BENFAEE R-_T—hFE+-A
=t+—H HEBREEEBANEEER
BB AEA3,441,000F T (=T —/)\F :
10,932,000 7)) °

HERERZRECAZEZTEREE
BASEERETRREENKE -

R—_ZET—hAhF+=-_A=+—8"
6,752,000 T (ZZE—\F: E)NE T
ERZHEEERFRTAS—BR R
B AR 2 R1T 5 (M sE37(d) fEHE IR -

RS ATNER
ZHEREER REHBAKREXRE
B EERAULAKNEEEHEEAYE
BHEE -

S %
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23.

For the year ended 31 December 2019

Trade and Other Receivables (Continued)
During the years ended 31 December 2019 and 2018, the
Group discounted part of its bills receivables with full recourse
to financial institutions. In the event of default by the bills
receivables, the Group was obliged to pay the financial
institutions for the amount in default. Interest was charged at
5.3% (2018: ranged from 3.5% to 5.0%) per annum on the
proceeds received from the financial instructions until the date
the bills receivables were collected. The Group was therefore
exposed to the risks of credit losses and late payment in respect
of the discounted bills receivables.

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. At 31 December 2019,
bills receivables of US$3,441,000 (2018: US$10,932,000)
continued to be recognised in the Group’s consolidated
financial statements even though they have been legally
transferred to the financial institutions. The proceeds of the
discounting transactions were included in borrowings as
asset-backed financing (Note 27) until the bills receivables
are collected or the Group settles any losses suffered by the
financial institutions. At 31 December 2019, the asset-backed
financing liability related to the discounted bills amounted to
US$3,441,000 (2018: US$10,932,000).

Due to 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.

As at 31 December 2019, certain bills receivables of
US$6,752,000 (2018: Nil) were pledged to secure for bank
borrowings of a fellow subsidiary (Note 37(d)).

Loan to an Associate

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

"wE_

T—AF+-A=+—HIFE For the year ended 31 December 2019

24. Pledged Bank Deposits/Cash and Cash

(%7 Equivalents
—2-nE —T)N\&
2019 2018
FEx FETT
Us$’000 Us$'000
H& MIBITE Cash and bank balances 47,736 33,578
B B IRITE R Less: pledged bank deposits (27,373) (22,014)
BERBEEEY Cash and cash equivalents 20,363 11,564

ReERRTERBRBRB|OLTFERSNU
RIREIBBE =@ AL ATHEBRT
o RITHESRBEEBARTHF R X
BFHNERGFR - EHERFREAR
TR 95 ) R ERERA B o

RZE-—NEFERZZE-—NF+=ZA=+
—HMBERBRTEREAEEADE
AEBETRITHE RRITE P
27) R — R E M B AR ZR1TE K (T
FE37(d) M IR A SR 1777 3K °

RZZE—NF+=A=+—8 £~%£HE
KR & K IR 17 45 % B 1537,364,0003% 7T
(ZZ—/)\4 : 25,382,000 T) KR 1T 45
B REBRAARBHERGERFEN
BIT -  ARBEWIEREHALBLHE -

Cash and bank balances comprise cash at banks and in hand,
and short-term bank deposits with an original maturity of three
months or less. Cash at banks earn interest at floating rates
based on daily bank deposits rates. Short-term time deposits
are placed with banks and earn interest at market interest
rates.

Pledged bank deposits represent the Group’s bank deposits
pledged to secure for certain banking facilities and bank
borrowings of the Group (Note 27) and bank borrowings of
a fellow subsidiary (Note 37(d)) as at 31 December 2019 and
2018.

As at 31 December 2019, included in cash and bank balances
of the Group was bank balances of US$37,364,000 (2018:
US$25,382,000) denominated in RMB placed with banks in the
PRC. RMB is not a freely convertible currency.
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25. R 25. Share Capital
K7 EAE -}
Number of
shares Amount
FET
Us$'000
[N Share capital:
VERE Authorised:
RZZE—N\F—H—H8" At 1 January 2018,
—E-NF+A=+T—8BK 31 December 2018 and
—T-NF+=ZRAR=+—H 31 December 2019 20,000,000,000 200,000
BEETRERE: Issued and fully paid:
RZZE-N\F—-—HA—AK At 1 January 2018 and
—T-N\F+=ZA=+—H 31 December 2018 415,000,000 4,150
FHEHEOENRG Cancellation of shares repurchased (17,828,000) (178)
R-FE-AE+=A=+—8H At 31 December 2019 397,172,000 3,972
EFR G, : Treasury shares:
N_ZE—N\F—H—H At 1 January 2018 — —
1% 5 Bl 88 (B 3£ 26) Share repurchase (Note 26) 25,000 3
R-B-N\FE+-_HA=+—H At 31 December 2018 25,000 3
A% 15 [0 B8 (B 5% 26) Share repurchase (Note 26) 17,803,000 2,370
T 4HE [ BB MY BR f0 (FfY 55 26) Cancellation of shares repurchased
(Note 26) (17,828,000) (2,373)
R-FE-AE+=-A=+—8H At 31 December 2019 — —
26. f#fE 26. Reserves
rEE Group
&% 10 % (B 15 8 1B B B 2 ik ) & E &Y The share premium represents the excess over the nominal
EH o value for shares allotted.
SNEE {6 15 T5 3 B OB BT /B & B) B 7 i The foreign exchange reserve represents exchange differences
B H =58 o arising from the translation of the financial statements of
foreign subsidiaries.
EERBRIZBTITRBEENETE - & The statutory reserve represents appropriation of profits of the
REIBE A R8s A D B 2 DA 5 R PRC subsidiaries to non-distributable reserve fund account as
ek - required by the relevant PRC statute.
EFERGOEAATIRBACKG - #E Treasury shares represent the repurchase of the Company’s
“E-NFF+A=FT—HLEFE & own shares. During the year ended 31 December 2019,
A A A B 32 BT LA 48X 818,600,000/ 7T the Company repurchased 17,803,000 shares (2018: 25,000
(FBE 1 #92,370,000F T )(=F — )\ F shares) of its own ordinary shares on the Stock Exchange at
23,0007 7T (18 & 7 493,000 7T)) = B an aggregate consideration of HK$18,600,000 (equivalent to
17,803,000 (= E—N\F+-_A=+— approximately US$2,370,000) (31 December 2018: HK$23,000
H : 25,0000% ) N A &) & @ A% (B 5£25) ° (equivalent to approximately US$3,000)) (Note 25).
2 #0492,373,000EF TH B ER N E R All the repurchase shares amounting to approximately
E-—NE+_A=1+—"HILFEEFH - US$2,373,000 were cancelled by the Company for the year

ended 31 December 2019.
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26.

& (&) 26. Reserves (Continued)
VNN Company
B 0% 8 ERFR G REBEF @at
Share Treasury Retained
premium shares profits Total
FE FE FE FE
US$'000 US$'000 US$'000 Us$'000
HE-Z-\& Year ended 31 December
+t=-B=1+—-HLEEE 2018
R=—ZE—N\F—HA—H At 1 January 2018 18,945 — 1,145 20,090
% & (B 7E13) Dividends (Note 13) — — (3,443) (3,443)
18,945 = (2,298) 16,647
F 2 Fl Profit for the year = = 11,038 11,038
FEEME2ERR Other comprehensive income
for the year = = = =
FEZANGLE Total comprehensive income for
the year = = 11,038 11,038
A% 17 151 B (P 5% 26) Share repurchase (Note 26) — ?3) — 3)
RZZ—\F+=A=+—H At 31 December 2018 18,945 3) 8,740 27,682
HE-Z-h#%E Year ended 31 December
+ZA=+—-HLEE 2019
BREZINN=Z—N\F Balance at 31 December 2018
TZA=+—RZ&% as originally presented 18,945 (3) 8,740 27,682
SHBREY(EABEKE  Changes in accounting policies
WEERE165) (upon application of
IFRS 16) - - (3) (3)
RZZE-—NE—-A—Bz Restated balance at 1 January
& B 5 48 2019 18,945 (3) 8,737 27,679
A B (Fff 5213) Dividends (Note 13) - - (1,855) (1,855)
18,945 3) 6,882 25,824
FEEE Loss for the year - - (1,799) (1,799)
FEEMEZEYNE Other comprehensive income
for the year — — — —
FE2ENZEE Total comprehensive income for
the year — — (1,799) (1,799)
% 1 121 & (P 3% 26) Share repurchase (Note 26) — (2,370) — (2,370)
S EER D (Pf5E26)  Cancellation of shares
repurchased (Note 26) (2,195) 2,373 — 178
R-Z—AF+=-A=+—H Balance at 31 December 2019
ZEEE 16,750 — 5,083 21,833
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27. B 27. Borrowings

—E-hE —B-N\F

2019 2018

FEx FEx

Us$'000 Us$'000

EBIRITHEK Fixed-rate bank borrowings 42,579 46,274

FEBRITEK Variable-rate bank borrowings 14,500 30,018

BEEERBE (MF22) Asset-backed financing (Note 22) 3,441 10,932

60,520 87,224

B EH Secured 22,240 45,303

Eug i Unsecured 38,280 41,921

60,520 87,224

—E-hF —E—)N\F

2019 2018

TERx FET

Us$'000 Us$'000

FITRER Bank borrowings 57,079 76,292
R—FANIHNEERZRME  Asset-backed financing due within

one year 3,441 10,932

60,520 87,224

AEBEOBFRIRBEERATNE - W E—
FREE B —HEKBEAREX
EEGER

RZE—NFR-_ZE—NF+_A=+
—B ETHRTREAFHEAEEET
AR R R A EETR S A
EE  EETHERSREBENERLHE
FEFR - WAKEZEREE Bl
MR EAEEERERE -

REBTHEREBEERESNETS
o EBREHEFMEERERER
AEBREREAEBEEFTEZER
T RIT AR RE/TEHE B EERE
HKeRZE-—NFR-ZZFE-—NF+=A
=t+—H TEERDREIHMENES
B o
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The Group’s borrowings are carried at amortised cost and due
for repayment within one year. One of the borrowings contains
a repayment on demand clause.

As at 31 December 2019 and 2018, certain banking facilities
are subject to the fulfillment of covenants relating to certain
financial position ratios of the Group, as are commonly found
in lending arrangements with financial institutions. If the Group
breaches the covenants, the drawn down facilities would
become repayable on demand.

The Group regularly monitors its compliance with these
covenants, up to date, makes repayments in accordance with
the repayment schedule of the term loans. The Group does not
consider it is probable that the bank will exercise its discretion
to demand repayment for as long as the Group continues to
meet these requirements. As at 31 December 2019 and 2018,
none of the covenants relating to drawn down facilities had
been breached.
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27. BR(E\E)

RITERNREENLTI S, E:

27.

BE-T-AF+-A=+-ALEE

For the year ended 31 December 2019

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

—E-NF —E-N\E
2019 2018
FEx FEx
Us$’000 us$'000
LR &IBEETR: Represented by:

ARBEBER Borrowings in RMB 45,574 55,763
ETTER Borrowings in US$ 14,500 30,000
BT e R Borrowings in HK$ 446 1,461
60,520 87,224
—E-NF —E-NF
2019 2018
FEx FET
Us$'000 us$'000

BEREFE: Effective interest rate per annum:
RITEK Bank borrowings 4.77% 4.71%

& B A B K R 17 17 713,328,000
%= 7T M {8 /525,587,000 T 8 B A 37
BLEmEG (ZFE—N\F  EFRERITFER
17,643,000 jt &2 i1{& 411,531,000 7T
MAAMYE LMD EBARERERT
A RIBITERMER -

W FE37(d) Tl - AREEEARFRFR
MBARR=-ZE—A"ENAM=_Z—N
FRHAFYMEERGZ  LREH
HEREFTHNRITEREEER - K=
T—AF+=-HA=+—H " 10,751,000
ETWERBERARRMNEB QG 1R
HERCZE-NF: £) EIEHR
17 18 738,280,000k ;T (=T — N\ F:
41,921,000 L) B AR B I AL BB T
B AR ER -

The Group had pledged certain bank deposits of
US$13,328,000 and Starry’s listed equity shares with market
value of US$25,587,000 (2018: pledged bank deposits of
US$17,643,000 and Starry’s listed equity shares with market
value of US$11,531,000) to secure for the banking facilities and
bank borrowings of the Group.

As explained in Note 37(d), the Group and a fellow subsidiary
of the Company entered into cross guarantee agreements in
June 2016 and May 2019, and agreed to provide guarantees
to banks in relation to the banking facilities of each other.
As at 31 December 2019, the unsecured borrowing of
US$10,751,000 was guaranteed by the fellow subsidiary (2018:
Nil). The remaining balance of unsecured bank borrowings of
US$27,529,000 (2018: US$41,921,000) were guaranteed by the
Company or certain subsidiaries of the Group.
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27. fEF (&)
BERRBERTTE BRI G®RE%E
BIZO R EMRBHAENREI S ME
BHRMENIE -HESHEETAES
N E b fE W SR IE (M 5E22) © ZZERR
—FRENE - WAAREEE-

27. Borrowings (Continued)
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 22). These borrowings mature within one year and are
repayable in RMB.

MERHELEZEBEHERNT:

Reconciliation of liabilities arising from financing activities:

—E-AfF —E-N\F

2019 2018

SRES T FET

Us$’000 Us$'000

m—H—8 At 1 January 87,224 99,135
REMELT Changes from cash flows:

BTS2 ;I8 Proceeds from borrowings 76,924 113,029

EBEER NI Repayment of borrowings (102,836) (122,295)

(25,912) (9,266)

b H 3% Exchange adjustment (792) (2,645)

Rn+=—HA=+—H At 31 December 60,520 87,224
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BHE2-ZT—-NAF+-A=+—HIEE For the year ended 31 December 2019

EZEHREBBEE 28. Deferred Tax Liabilities
RDREFH
FEIENE ETEBBMA Hity @t
PRC
withholding
tax on Deferred
undistributed development
earnings costs Others Total
TEx TEx TEx TEx
Us$'000 Us$'000 Us$'000 Us$'000
R-_Z—-\F—H—H At 1 January 2018 181 1,625 194 2,000
fE 5 & Exchange adjustment — 91) — 91)
KRB &5 (i 5E12) Charged to profit or loss
(Note 12) — 367 169 536
R=ZZ2-NE+=A=+-—H At 31 December 2018 181 1,901 363 2,445
R-ZZ-NE—A—H At 1 January 2019 181 1,901 363 2,445
fEHAE Exchange adjustment — (23) — (23)
RiE = A (B 512) Credited to profit or loss
(Note 12) — (653) (133) (786)
R-ZZ-HNE+=A=+—H At 31 December 2019 181 1,225 230 1,636

BEPECLEMBSHRE AT F
NFE—A—Bi BABEKEBERRFT
B BUE A 2R /Y % B8 84 78 40
i o £ A BT 3R R A I oK B B BT
A A #952,226,000% o (= & — )\ F:
51,668,0003 7T) 2 &1/ | BT B 4 7 & b5
EZHEREEHREREG  RRERASE
B s TR EENBERE  BZSE
TR EZREOETERA AR RER -

EAAHREBEEBEREAN—EBEEEIE
R B AR HIR - A KRR AR KA ER
AT FEORAIAY 1B T - B Uk & oK ¥ 48 BE 4 1R
BEERE B ®ER YR AR LT W
BE AEBERTPEHBARIEENR
A IE & 1B 4 /510,241,000 T (=2
—/\% :6,302,00037T) ° FLIBEEEAIHE
&5 18 8% 4 F R A5 BE5 A o

Under the EIT Law of the PRC, withholding tax is imposed
on dividends declared in respect of profits earned by the PRC
subsidiaries from 1 January 2008 onwards. Deferred taxation
has not been provided for in the consolidated financial
statements in respect of temporary differences attributable
to accumulated profits of the PRC subsidiaries amounting to
US$52,226,000 (2018: US$51,668,000) as the Group is able to
control the timing of the reversal of the temporary differences,
it is probable that the temporary differences will not reverse
in the foreseeable future.

Deferred tax asset in respect of tax losses has not been
recognised in these consolidated financial statements as they
have arisen in subsidiaries that have been loss-making for some
time and the unpredictability of future profits streams. The
Group has unused tax losses of approximately US$10,241,000
(2018: US$6,302,000) incurred by the subsidiaries in the PRC,
which can be carried forward for 5 years from the year in
which the losses were incurred.
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 E - —

z= NFEF+=ZA=+—HIEFE For the year ended 31 December 2019

29. EFRHMENRE

29. Trade and Other Payables

—E-NF —ZZE-N\F

2019 2018

FER FET

Us$'000 Us$'000

B 5 e 38 Trade payables 3,337 4,209
ENEE Bills payables 6,020 10,739
E {th pE 1 3R I8 K BB AT 3K Other payables and accruals 7,309 6,539
16,666 21,487

REZZAY RHEHR 2REH

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

BORNRIERERDOMAT of the Group as at the end of the reporting period is as
follows:
—E-hF —E—N\F
2019 2018
FEx FET
Us$'000 Us$'000
90H K AT 90 days or below 2,790 2,591
91£2180H 91-180 days 4 762
1812 365H 181-365 days 27 32
it8 #®365H Over 365 days 516 824
3,337 4,209
EERR %&E’rﬂlﬁhﬁ % IE B AR The directors consider that the carrying amounts of trade and
EEA A?@*ﬁ other payables approximate their fair values.
30. ENEE 30. Contract Liabilities
—E-hEF —E—-N\F
2019 2018
TEn FEx
US$’000 Us$'000
UNTEEEENENER Contract liabilities arising from:
P miE & Sale of goods 291 560
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HE-Z-NAF+=-A=+—HILFE For the year ended 31 December 2019

30. Contract Liabilities (Continued)

EHNEEEH Movements in contract liabilities
—E-hE —E—)N\F
2019 2018
FEx FETT
US$'000 us$'000
R—H— B4R Balance as at 1 January 560 583
HAENERWZMERE I A Decrease in contract liabilities as a result
SRBBENEHNEER D of recognising revenue during the
year that was included in the contract
liabilities at the beginning of the year (397) (452)
HEERRKREZMERNE L Increase in contract liabilities as a result
BEE N of billing in advance of revenue 134 457
bE 5 X Exchange adjustment (6) (28)
R+-A=+—HH&&% Balance at 31 December 291 560
EtmEsmaEd Other Financial Liabilities
—E-hF —E—)N\F
2019 2018
FEx FEx
Us$'000 Us$'000
HARE — ZRFE Contingent consideration, at fair value 1,171 1,234

AP FE18(d) R EE - RZZE—MF = A
ZHN\H AEEHEBEENHE U
WHEREER ZXIHINBHRSNRER
58,000,000 T HHNF  S&s
4258 51,500,000 7t /) B 12 18 1 3R (%
RIFEARE B H A RS R HE R ) o

AEBRE M KARBELHERIRE AT
MEBRRNAKOBERGEBEESEN T
03 7t 21,500,000 7T °

FARBRVVAERRFIEERIZAFE
FEHIANBHE - R_F-NEFR_FT—
NEFETZA=+t—"HHNHAREBE2ZRF
BF & FHEME38D) -

As explained in Note 18(d), the Group entered into an
agreement with Novartis to acquire a pharmaceutical product
on 28 March 2014. 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 are linked to the sales 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
UsS$1,500,000.

The contingent consideration was designated upon initial
recognition as at fair value through profit or loss. Refer to Note
38(b) for details of the fair value measurements of contingent
consideration as at 31 December 2019 and 2018.
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32. Holding Company Statement of Financial

Position
—E-NF —ZE—N\F
2019 2018
B 5 FEx FE
Notes Us$’000 Us$'000
BE ASSETS
REBEE Non-current assets
KRB AR E R Interest in a subsidiary 25,020 25,020
FHREEE Right-of-use assets 43 —
25,063 25,020
REEE Current assets
JiE Uk B BB A ) 3R IR Amount due from a subsidiary — 31,740
BRI ITE R Pledged bank deposits 5,004 5,054
RERREFEDY Cash and cash equivalents 11,968 630
16,972 37,424
HEE Total assets 42,035 62,444
EaRkaE EQUITY AND LIABILITIES
EXRGEE Capital and reserves
AT HEBEAELEER Equity attributable to owners
of the Company
fi& A Share capital 25 3,972 4,150
% 7 % B Share premium 26 16,750 18,945
EFE D Treasury shares 26 — (3)
1R B8 4 K Retained profits 26 5,083 8,740
48R R Total equity 25,805 31,832
REEE Current liabilities
f& 3K Borrowings 14,500 30,000
JE A5 BT /BB R R 3R 0B Amount due to a subsidiary 1,359 —
HEAE Lease liabilities 45 —
& 5T Zk I8 Accruals 326 612
BERE Total liabilities 16,230 30,612
nmEZrREaE Total equity and liabilities 42,035 62,444
REBEETFE Net current assets 742 6,812
BEERRBERS Total assets less current liabilities 25,805 31,832
REE=S=S On behalf of the directors
EE EE
Director Director
BR A1 ZEE
CHEN Li LIU Xuezi
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33. Particulars of Subsidiaries of the Company
General information of the subsidiaries
Details of the Company’s subsidiaries at the end of the

reporting period are set out follows:

AMEL/ BiEfl/ AEEFEREEERR
L B33t B TEERBE BORARE REENLA TEXK
Place of Principal Particulars of Proportion of ownership
incorporation/  place of registered/issued interest and voting power  Principal
Name establishment business share capital held by the Group activities
“E-RFE Z2N\E
2019 2018
EREEER
Interests held directly
RAEBEERBERAA KBRZHEE A 29,491,360 5 IR A& 100% 100% HAERK
[E:k-giks
Lansen Pharmaceutical Holdings The BVI Hong Kong 29,491,360 ordinary 100% 100%  Investment holding
Limited shares of US$1 each
MEsEES
Interests held indirectly
Brilliant Manufacture Limited EERREE AE TREE1E T T B R 100% 100% WEER
Brilliant Manufacture Limited The BVI Hong Kong 1 ordinary share of US$1 100% 100%  Investment holding
Flash Universal Limited RERUHSE A TREEIETHEER 100% 100% BEER
Flash Universal Limited The BVI Hong Kong 1 ordinary share of US$1 100% 100%  Investment holding
Horizon Network Limited KBRLEHS ) TREE1E T T B R 100% 100% &R
Horizon Network Limited The BVI Hong Kong 1 ordinary share of US$1 100% 100%  Investment holding
Magnificent Worldwide Limited RERUHE A TREEIETHEER 100% 100% BEER
Magnificent Worldwide Limited The BVI Hong Kong 1 ordinary share of US$1 100% 100%  Investment holding
Beauty Sparkle Holdings Limited KBRS N0 REEIETHE®ER 100% 100% HRAER
Beauty Sparkle Holdings Limited The BVI Hong Kong 1 ordinary share of US$1 100% 100%  Investment holding
BIEEZFABV)ERAR RERUEE &t TREEIETHEBR 100% — RE#ER
Lansen Medicine Consulting (BVI) The BVI Hong Kong 1 ordinary share of US$1 100% — Investment holding
Limited
SAEEERVIERAR RERLHE AR REEIXRTOEERR 100% — REZR
Lansen Medicine (BVI) Limited The BVI Hong Kong 1 ordinary share of US$1 100% — Investment holding
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33. Particulars of Subsidiaries of the Company

(Continued)
General information of the subsidiaries (Continued)

MR L/ B/ AEEREEERESR
A1 B & TEERRE BORAEE REENLA TEXE
Place of Principal Particulars of Proportion of ownership
incorporation/  place of registered/issued interest and voting power  Principal
Name establishment business share capital held by the Group activities
“E-NE ZEZ-N\F
2019 2018
BEREES
Interests held indirectly
EHERAF BE BE TREEETHEBR 100% 100% REER
Full Keen Limited Hong Kong Hong Kong 1 ordinary share of HK$1 100% 100%  Investment holding
BAEREEE)ARAT BB BB 100/R E &1007% 7T i) & 100% 100% ®EEK
AR
Lansen Investments (Hong Kong) Hong Kong Hong Kong 100 ordinary shares of 100% 100%  Investment holding
Limited HK$100
HABZE(BER)ERATF &R &R TREEIE T LR R 100% 100% ®EZEKR
Lansen Pharmaceutical (Hong Kong)  Hong Kong Hong Kong 1 ordinary share of HK$1 100% 100%  Investment holding
Limited
VEBYRR(BE)BERAA BE BE TREEETHEBR 100% 100% REER
Liwah Plant Extract (Hong Kong) Hong Kong Hong Kong 1 ordinary share of HK$1 100% 100%  Investment holding
Limited
REBEBRERAR BB BB REEVETAEER 100% 100% REER
Point Kin International Limited Hong Kong Hong Kong 1 ordinary share of HK$1 100% 100%  Investment holding
R BB BA TREEIETAEER 100% 100% BEXH
LMHK Hong Kong Hong Kong 1 ordinary share of HK$1 100% 100%  Pharmaceutical
business
ZEBERRAA BE BE TREEVETHERR 100% 100% HREER
Perfection Link Limited Hong Kong Hong Kong 1 ordinary share of HK$1 100% 100%  Investment holding
RYNEAE FEMEE  FE A K #29,498,0007T 100% 100% BEXH
Shenzhen Lansen® The PRC (Note (a)) The PRC RMB29,498,000 100% 100%  Pharmaceutical
business
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33. Particulars of Subsidiaries of the Company

(Continued)
B 2 — R E R () General information of the subsidiaries (Continued)
MBI/ BEfl/ AEEMEREREERR
% B3t B TEEERY BOREHE REENLA FTEXH
Place of Principal Particulars of Proportion of ownership
incorporation/  place of registered/issued interest and voting power  Principal
Name establishment business share capital held by the Group activities
“E-RE ZZN\F
2019 2018
BEFEER
Interests held indirectly
ERVE w8 (B & (b)) i AR #236,000,0007C 100% 100% BEXK
Ningbo Liwah? The PRC (Note (b)) The PRC RMB236,000,000 100% 100%  Pharmaceutical
business
ERVEBNEREMERAT  PEFE®D) i AR #28,000,0007C 100% 100% BEER
Ningbo Liwah Plant Extraction The PRC (Note (b)) The PRC RMB28,000,000 100% 100%  Pharmaceutical
Technology Limited* business
ERAEBREERANA w8 (B 3 () it A R #35,000,0007T 100% 100% BEEEK
Ningbo Lansen Pharmaceutical The PRC (Note (c)) The PRC RMB35,000,000 100% 100%  Pharmaceutical
Company Limited* business
ERPERERRARAR SN () e AR 1,000,000 100% 100% BEXK
Ningbo Lansen Pharmaceutical The PRC (Note (b)) The PRC RMB1,000,000 100% 100%  Pharmaceutical
Technology Company Limited* business
RIREERRBRERAF NG () w AR #500,0007C 100% 100% BEER
Shenzhen Donggi Technology The PRC (Note (b)) The PRC RMB500,000 100% 100%  Pharmaceutical
Information Co. Ltd. business
BEEREZ(LBERAR REMFD)  RE AR ¥10,000,0007T 100% 100% BEEEK
Lansen (Shanghai) International The PRC (Note (b)) The PRC RMB10,000,000 100% 100%  Pharmaceutical
Trading Co., Ltd.* business
REERES(LR)ERAA i (Fff 3 @) HE AR #2,000,0007 100% 100% =A%£H
Lansen (Beijing) International Trading  The PRC (Note (a)) The PRC RMB2,000,000 100% 100%  Cosmetic business
Co., Ltd.*
VHBERERAR RERAES A TREEIETHEBR 100% 100% REER
Allied Choice International Limited ~ The BVI Hong Kong 1 ordinary share of US$1 100% 100%  Investment holding
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33. AAFMBEABFEE) 33. Particulars of Subsidiaries of the Company
(Continued)
MELRWN—RES (R General information of the subsidiaries (Continued)
AMBL/ B/ AEEMERERERR
A% B & TEEENE BORAFE REEHLH TEEH
Place of Principal Particulars of Proportion of ownership
incorporation/  place of registered/issued interest and voting power  Principal
Name establishment business share capital held by the Group activities
“E-NE ZEZ-N\F
2019 2018
BEREES
Interests held indirectly
LRREMR(BE)AERAR BE BE TREENE T EER 100% 100% HREER
Letai Health Technology (Hong Kong) Hong Kong Hong Kong 1 ordinary share of HK$1 100% 100%  Investment holding
Limited
RAEBBRXAMR(BR)BERRA &FE 5 TR (178 T A0 8 AR 100% 100% ®EZK
Lansen Medibeauty Tech (Hong Kong) Hong Kong Hong Kong 1 ordinary share of HK$1 100% 100%  Investment holding
Limited
BERALERES mE(MED) R E A K #1,000,0007T 100% 100% =2%H
Ningbo Lansen Medibeauty* The PRC (Note (b)) The PRC RMB1,000,000 100% 100%  Cosmetic business
BEGRL) BEZAFRAR HE(HEd)  HL 50,0003 £ % B 100% 100% EEE%
Lansen (Swiss) Medicine Consulting  Switzerland Switzerland Swiss Franc50,000 100% 100%  Inactive
Limited (Note (d))
Rk BE o B (22 (@) HE AR #500,0007T 100% 100% =AEH
Beijing Eliza The PRC (Note (a)) The PRC RMB500,000 100% 100%  Cosmetic business
EREBERENRBRARA v 8 (Fff 3 @) e A R%5,000,0007 100% — EA%H
Ningbo San Parietti Medibeauty Tech The PRC (Note (a)) The PRC RMB5,000,000 100% —  Cosmetic business
Limited*
u EHEFZ F & For identification purpose only
B 5 Notes
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(a) Established as a limited liability company in the PRC

(b) KRB BN E % (b) Established as a wholly foreign owned enterprise in the PRC
(© RABERIZRFIEE R (© Established as a sino-foreign equity joint venture in the PRC

d PREIRZI/BERAAF

(d) Established as a limited liability company in Switzerland
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33. Particulars of Subsidiaries of the Company

(Continued)
General information of the subsidiaries (Continued)

FRAMEBELAMBLARNETEMER None of the subsidiaries had issued any debt securities at the
& 77 o end of the year.

AEBEHAEK Composition of the Group
FTEEK SR AR SRR 3 it B 2EMBLAREE
Place of incorporation/ Number of wholly-owned
Principal activities establishment subsidiaries
—2-hE —FN\F
2019 2018
BEXK & 7 7
Pharmaceutical business The PRC
BB EB 1 1
Pharmaceutical business Hong Kong
XBEK FE 4 3
Cosmetic business The PRC
REER &FE 8 8
Investment holding Hong Kong
REER RBRLES 9 7
Investment holding The BVI
EmaEx In £ 1 1
Inactive Switzerland
30 27
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AZE-N\FHWE—RHEBELT
R-ZZ—N\FREA+N\RB  AEBEEFT
FZFRNE—HRPBENREEEER
EBH AR RKBIE 2 2 ERET L
—inE - WESEAARYGE,750,000
7t (FB & 7 49993,0003 7t ) °

AEEETEBAGHNETERAAE—
FWAPEEBEEDED o B9E 41,000
EXARREYREEER XK EHR
REREFEANZHRERAE - BH
MECEREETINMER -

WBER-T—N\FLtA-tHZK"
Attt K BREK B ARRNEEEE
MEARE -

NFEF+=ZA=+—HIEFE For the year ended 31 December 2019

34. Acquisition of a Subsidiary in 2018

On 18 May 2018, the Group has entered into a sale and
purchase agreement with independent third parties to acquire
the entire equity interest in Beijing Eliza for a consideration
of RMB6,750,000 (equivalent to approximately US$993,000).
Beijing Eliza is principally engaged in cosmeceutical business in
the PRC.

The primary reason for the business combination of the Group
was to further broaden the cosmeceutical business in the PRC.
Goodwill of approximately US$1,000 was recognised arising
from a number of factors including the expected fast growing
business of cosmeceutical business in the PRC. None of the
goodwill recognised was expected to be deductible for income
tax purpose.

The acquisition was completed on 20 July 2018 and
accordingly, Beijing Eliza became an indirect wholly-owned
subsidiary of the Company.

FrEEAME Consideration transferred
TETT
Us$'000
HeRE Cash consideration 993

RERHNKRESEEENRERE K
BEERMAEEBEZATERTERMR
it -

The following table summarised the consideration paid for
the acquisition, the fair value of assets acquired and liabilities
assumed at the acquisition date:

FE

Us$'000
ME - BERREE Property, plant and equipment 37
mEEE Intangible assets 1,134
FE Inventories 24
HRERREFEY Cash and cash equivalents 1
H & < 5k 18 Other payables (204)
AHREERLTE Total identifiable net assets 992

184 Annual Report 2019 £ #



AR e B IF B AR MY R

Notes to the Consolidated Financial Statements

3. R=B-\FRB—BHEAD

HEZZT-NF+ZA=1+—HILFE For the year ended 31 December 2019

34. Acquisition of a Subsidiary in 2018 (Continued)

(&)

WIEBMEENEE Goodwill arising on acquisition
FEx
Us$'000
FrEg &K (B Consideration transferred 993
BT EER B EFE Less: net assets acquired (992)
1

KEZFERER Net cash outflow on acquisition
FET
Us$'000
ENRERE Cash consideration paid 993
W TN RS RBSEEY Less: cash and cash equivalents acquired (1)
992

HE-_ZT—)/\F+_A=1+—HILFE -
Yo B8 AE B B AN 495,000€ T E R AR & 1B
Al HME2EARERABERBITHRA
§ o

Bl EBERE  ERKEBET R ASE
B U A E T (E Al & BE - M &5 $8190,000
ETAIFAFANRN o WMREFER
T N\F—A—BEK AKEHZE=
E—N\F+-A=Z+—BHUEFEKAK
% 2 Bl #) 556,878,000 7T & 161,000
ETc e ILBEEERERSBRE - S I
FPAEEERBEEER-_Z—N\F
—A—HEKHBRTTEEREHKRA
RISEFEE NI BIERRRRIENE
Al o

Acquisition-related costs of approximately US$5,000 have been
recognised as administrative expenses in the consolidated
statement of profit or loss and other comprehensive income
for the year ended 31 December 2018.

Since the acquisition date, Beijing Eliza has not contribute any
revenue to the Group and a loss of US$190,000 was included
in profit for the year. Had the acquisition been completed on
1 January 2018, the Group's revenue and profit for the year
ended 31 December 2018 would have been approximately
US$56,878,000 and US$161,000 respectively. This pro
forma information is for illustrative purposes only and is not
necessarily an indication of revenue and results of operations
of the Group that actually would have been achieved had
the acquisition been completed on 1 January 2018, nor is it
intended to be a projection of future performance.
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35. &I 35. Commitments

BARAEE Capital commitments
—E-hfF —E-)N\F
2019 2018
FEx FET
US$'000 Us$'000

LA B DA TS & T A HE Commitments for the acquisition of:
mEEE Intangible assets 1,057 2,162
— & A A H0 R = Partial equity interest in a company — 1,428
1,057 3,590

REHEARLE-—FABA Operating leases commitments — lessee

AEBRBERERETHERETY
X-HEHA—ZRF  AIEERER
AR mASEEBRE TR BEN
BHEEM -

R-ZE—NF+-_A=+—"H FxEK&
KEEMNZEBEEEBROT

The Group leased certain properties under operating lease
arrangement. The leases terms are between one and five years,
with options to renew the lease terms at the expiry dates or at
days as mutually agreed between the Group and the respective
landlords.

At 31 December 2018, the total future minimum lease
payments were due as follows:

—E-N\F
2018
FTET
Us$'000
TR HHEEERN AR REHENRERE Future minimum rental payable under
R non-cancellable operating lease were
as follow:
—F R Within one year 392
WEERF In the second to fifth year inclusive 769
1,161
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HEAE
AEBEARARBEYEAERBERH
BREEAFIEHE  TR-_FT—NF—
B—RAZRMYEHUERERESH
MEEEE ZEHELEEREEE
S ERFI7TRFEAKERE - R
T NE+-_A=+—HBHHLEERT
KEY - BERAZBERNE—FFE  F
283K 731 ©

HE-Z-NAF+=-A=+—HILFE For the year ended 31 December 2019

36. Lease Liabilities

The Group has initially applied IFRS 16 using the cumulative
effect approach and adjusted the opening balances at 1
January 2019 to recognise lease liabilities relating to leases
which were previously classified as operating leases under
IAS 17. Comparative information as at 31 December 2018 has
not been restated. Refer to Note 3.1 for further details about
transition.

N
RERBEA
B3
Office
premise,
motor vehicle
and office
Z—E-AF+=ZA=+—H 31 December 2019 equipment
FErx
Us$'000
NE Additions 346
B Interest expense 53
HERK Lease payments 528
AREAENKOBHBRAT : Future lease payments are due as follows:
BREHAEMR Fl 2 RE
—E-hEF —E-hF —E-AF
+=-A=+—-8 +=HA=+-8B +=A=+-H
Minimum
lease

payments Interest Present value
31 December 31 December 31 December
2019 2019 2019
FEx FEx FERT
US$'000 Us$'000 US$'000
—FR Within one year 446 33 413

BR—FETEBBME Later than one year and not
later than two years 220 18 202

BAMFETEBBAT Later than two years and not
later than five years 289 10 279
955 61 894
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36. HE&E (&) 36. Lease Liabilities (Continued)
HEMEERHK A R1E
—NEF —E-NEF —E-NEF
—H—H —H—H —HA—H
Minimum lease
payments Interest Present value
1 January 1 January 1 January
2019 2019 2019
FET FET FET
Us$'000 Us$'000 Us$'000
—FR Within one year 392 70 322
BiE—FETBBAME Later than one year and not
later than two years 284 39 245
BEMEETEBASF Later than two years and not
later than five years 485 16 469
1,161 125 1,036
MEEBEL ZREHENT Reconciliation of liabilities arising from financing activities:
—E-NF
2019
TEx
Us$'000
X e R .%Hﬁﬁ%iﬁﬁiiﬁﬂllﬁm%ﬁ(w 5£3.13) Initial application of IFRS 16 (Note 3.1(i) 1,036
ReR=g2: Change from cash flows:
EEHEAEN AT HD Repayment of principal portion of
lease liabilities (475)
BEBAEABENNEENH Repayment of interest portion of
lease liabilities (53)
Hfih B ) - Other changes:
£ Additions 346
P! Interest 53
I:F'Lé = Exchange adjustment (13)
R+—A=+—H At 31 December 894
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37. Related Party Transactions

During the year, the Group entered into the following
transactions with related parties:

—E-hE —ZZE-N\F
2019 2018
FER F=ET
Us$'000 Us$'000
BEEXSH: Trading transactions:
MARMNBAREESE R Purchase of goods from a fellow
subsidiary 50 95
M E & A R B E ' G (M @) Purchase of goods from associates
(Note (a)) 103 108
FE B & R R & FE B (M 3E (b)) Entrusted fee payable to an associate
(Note (b)) 173 478
JiE s B 2 N B h0 T & (Bt 7E () Processing fee receivable from an
associate (Note (c)) 53 2,159
JE e B & B B 75 B Service fee receivable from an associate 3 —
FEW R RZK B AR RS & Service fee receivable from a fellow
subsidiary 2 —
HE x5 - Other transactions:
ENRARBARESMAXR Rental expenses paid to a fellow
subsidiary — 61
SNRRMNEBARHEER®E Settlement of lease liabilities to a fellow
subsidiary 62 =
ENRREKBARMMEEREIR  Cross guarantee commission fee payable
B+ 2R (M Ed) to a fellow subsidiary (Note (d)) 94 98
FEWRR XM B AR MMEEIEIR  Cross guarantee commission income
17 & W A (BT 5% (d)) receivable from a fellow subsidiary
(Note (d)) 94 98
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37. BERXZ (&) 37. Related Party Transactions (Continued)
T 5 4 &k (FOBR B 18 B8 ) IR &S B R A The following balances (net of loss allowance) were
RiBE: outstanding at the end of the reporting period:
—E-NF —E-N\F
2019 2018
FEx FET
US$'000 Us$'000
B & R J) R 3 (B 5 (e) Amounts owed by an associate
(Note (e)) 2,547 3,245
M — M E AFHE (M 5E23) Loan to an associate (Note 23) 7,197 6,807
B Z Kt B 2 5 R 5k (B 5E(e) Amounts owed by fellow subsidiaries
(Note (e)) 8,082 6,781
B 5 Notes:
(a) HE_ZT-NF+_A=+—H AEEMR (a) During the year ended 31 December 2019, the Group acquire goods

i Rt 5 BB B £35,000% T (=%
—/\4 : 108,000 7T) &68,000% T (= F
—NF:EBBBNER -

(b) BRE—T—XNFNLAZ+BERLFEAEBVI)
FAMEEMIERBZETETEMIESR
Wk l)  BETAERBAEBVIREKE R
AI([BAEGBV)EE)BEFEEMITE
ER-FR  AEFUBRZEREMNIE
B A & A AN AN10% B hn Ak 18 2 = B8 S f+F
HRERERE -

(© BIEZENIERG S  FRERUZTHE
(BVDEEMIEMIBERESD - MIENK
AMEKARNATCEBER  SEHAERMNT
) & 0K A IN10% &9 AN BK o

190 Annual Report 2019 £ #

of approximately US$35,000 (2018: US$108,000) and approximately
US$68,000 (2018: Nil) from Natural Dailyhealth and Robustnique
respectively.

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

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

ff 2

(d)

ARBEERR
EEARGRE-_RABTRBHE

(&)

Efi\—w /\qz/\ﬂ +P_t|E| T/Eiﬁi
EMNEEEMITREREMARAR(EHE
ﬁD’$@ﬁﬁ%Wﬁ“ﬂ&%i®Wﬂj
BEEFRBZE B T-ANFthA
—BE-ZT-AERA= +H%%§Xﬁm
R 17 B BRHR £ 4 R Sk (R (5 EL B[ B A Rl B2 4t
ER- -MEERAK®S T AERNER
MEFTWR - FTOBREERBENR T —
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37. Related Party Transactions (Continued)

Notes: (Continued)

(d)

(e)

On 24 June 2016, Ningbo Liwah, Jilin Haizi Bio-Engineering Technology
Company Limited (“Jilin Haizi”), a fellow subsidiary of the Company
and Lansen (BVI) entered into a cross guarantee agreement, pursuant
to which the parties may, provide or procure its subsidiaries to provide
certain guarantees to banks in relation to the banking facilities of each
other from 1 July 2016 to 30 June 2019. Commission fee would be
charged to a party in respect of a loan which is guaranteed by another
party. A new cross guarantee agreement was signed on 3 May 2019,
and the effective period commenced on 1 July 2019 and will be expired
on 30 June 2022.

As at 31 December 2019, the bank borrowings with carrying amount
of US$18,635,000 (equivalent to approximately RMB130,000,000)
(2018: US$15,657,000 (equivalent to approximately RMB107,460,000))
drawn by Jilin Haizi was guaranteed by the Group together with the
collateral including bill receivables of US$6,752,000 (equivalent to
approximately RMB47,102,000) (2018: Nil) (Note 22) and bank deposit
of US$14,235,000 (equivalent to approximately RMB99,306,000)
(2018: 7,600,000 shares in Starry held by the Group with market
values of US$29,212,000 (Note 20) and bank deposit of US$4,371,000
(equivalent to approximately RMB30,000,000)) was pledged. On the
other hand, banking facilities of RMB130,000,000 was guaranteed by
Jilin Haizi and an amount of US$10,751,000 (equivalent to approximately
RMB75,000,000), was drawn down by the Group as at 31 December
2019 (2018: Nil).

The amounts due represented the advances to suppliers on the goods to
be purchased or processing services to be provided and trade receivables
arising from the sales of goods. The amounts due are unsecured,
interest-free and repayable on demand. The Group did not give or
receive any guarantee during the years ended 31 December 2019 and
2018 for the related party transactions. As at 31 December 2019, loss
allowances of US$182,000 (2018: US$127,000) and US$101,000 (2018:
US$58,000) was recognised against the amounts owed by an associate
and the amounts owed by fellow subsidiaries, respectively.

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

Remuneration for key management personnel

represents

amounts paid to the Company’s directors as disclosed in
Note 11.
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38. EEE 38. Risk Management
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The Group is exposed to a variety of financial risks which
result from its operating and investing activities. The Group’s
risk management is coordinated at its headquarters in close
cooperation with the directors and focuses on actively securing
the Group’s short to medium term cash flows.

Credit risk

The Group’s credit risk is primarily attributable to its trade and
other receivables. The amounts presented in the consolidated
statement of financial position are net of allowances for
doubtful receivables, estimated by the Group’s management
based on prior experience and their assessment of the current
economic environment.

In order to minimise the credit risk, the management of the
Group has formulated a credit policy and delegated a team
responsible for determination of credit limits, credit approvals
and other monitoring procedures to ensure that follow-up
action is taken to recover overdue debts.

There was one external customer contributed 10% or more of
total trade receivables as at 31 December 2019 (2018: one).

The credit risk on liquid funds is limited because the
counterparties are reputable banks.

The credit policies have been followed by the Group since prior
years and are considered to have been effective in limiting the
Group’s exposure to credit risk to a desirable level.

Trade receivables

The Group measures loss allowances for trade receivables at
an amount equal to lifetime ECLs, which is calculated using a
provision matrix. As the Group’s historical credit loss experience
does not indicate significantly different loss patterns for
different customer segments, the loss allowance based on past
due status is not further distinguished between the Group’s
different customer bases.
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38. Risk Management (Continued)

Credit risk (Continued)

Trade receivables (Continued)

The following tables provide information about the Group’s
exposure to credit risk and ECLs for trade receivables as at 31
December 2019 and 2018:

At 31 December 2019

FHERE [TREAE HERE

% FEx FEZx

Gross
Expected carrying Loss
loss rate amount allowance

% Us$000 US$°000

BN ER Kz %1 BA12 90 H Current and past due over
1-90 days 0.31 18,705 58
#HI91Z=275H Past due over 91-275 days 2.02 1,003 20
B R R 276 Past due over 276 days 83.03 948 787
20,656 865

RZF-NFF+-_A=1+—H

At 31 December 2018

BEHBEX REBE BREE
% TET TET

Gross
Expected carrying Loss
loss rate amount allowance
% us$'000 US$'000
BN ER &% %8 Bi1E 90 H Current and past due over
1-90 days 0.61 19,187 117
#H191£275H Past due over 91-275 days 1.49 4,201 63
B R R 276 H Past due over 276 days 60.37 1,589 959
24,977 1,139

BHBREIRBEBEIFNERER
BB - ZFHL XS EHAERARR
EREELHEBENRENLERR &
AR 0 B 75 6% [ 45 8 W 5 IR T8 2 4F A
RERANBHNESR -

Expected loss rates are estimated based on actual loss
experience over the past 3 years. These rates are adjusted to
reflect differences between economic conditions during the
period over which the historic data has been collected, current
conditions and the Group’s view of economic conditions over
the expected lives of the receivables.
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38. H[@Mfi(.ﬁ) 38. Risk Management (Continued)
FER K (& Credit risk (Continued)

EZEWY; ”IE(%’)
BE R 81 B 75 R OBUE RO B 5 I8 WK TR
ﬂﬂlﬂﬁi&%ﬁuaﬁimrzgﬁﬁ%

B8 HE RORE R E 5 FE W T8 B A
ERBERTABLBONETEBILRR
B - AN BALR  EEEMREDAE
EZERHRBIELRERE RERAEE
BEVTEREEAEHELEHTNESR
AU EEE -

FNERESREWREERERER &
T

Trade receivables (Continued)

Trade receivables that were neither past due nor impaired
related to a wide range of customers for whom there was no
recent history of default.

Trade receivables that were past due but not impaired related
to a number of independent customers that had a good track
record with the Group. Based on past experience, management
believed that no impairment allowance was necessary in
respect of these balances as there had been no significant
change in credit quality and the balances were still considered
fully recoverable.

Movement in the loss allowance account in respect of trade
receivables during the year is as follows:

FET

Us$'000

RZEBE-NEF—-—A—-BZz#&&H Balance at 1 January 2018 6,743
bE X P Exchange adjustment (147)
VRN, i Impairment loss 174
5 1E 71 B U [ 1 85 Written off as uncollectible (5,637)
RZZE-N\F+ZA=+—Bz&#% Balance at 31 December 2018 1,139
RZE—NEF—A—Bz#&% Balance at 1 January 2019 1,139
P& 3 =& Exchange adjustment (15)
R (B B 18 O Reversal of impairment loss (259)
—NE+—A=+—RHzZ#& Balance at 31 December 2019 865
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38. Risk Management (Continued)
Credit risk (Continued)
Other receivables
Other receivables are shown net of impairment provisions. As
at 31 December 2019, total provision for impairment against
other receivables of US$322,000 (2018: US$185,000) was
recognised for certain long outstanding other receivables as
these receivables are not expected to be fully recovered. The
Group does not hold any collateral over these balances.

Movement on the Group’s provision for impairment of other
receivables during the year is as follows:

FET

Us$'000
RZZE-—NEF—A—Bz&#H Balance at 1 January 2018 469
bE 5, 8 B Exchange adjustment (13)
51 A~ 8] W [ 1 H 5 Written off as uncollectible (282)
A & B Impairment loss 11
R N\F+_A=+—HB2&% Balance at 31 December 2018 185
RZE—-—NF—A—Bz&# Balance at 1 January 2019 185
fE 5, 3 2 Exchange adjustment (5)
VERIEN Impairment loss 142
R-E-—NF+_A=+—HZ &% Balance at 31 December 2019 322

BORES I - L& E W RB R
B LlFEHABRENSREEEIITH
I B R AC A WK IR A/ -

Except for the amount impaired, none of the above assets is
either past due or impaired. The financial assets included in
the above balances related to receivables for which there was
no recent history of default.
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38. Hffﬁmfi(.ﬁ) 38. Risk Management (Continued)
FER K (& Credit risk (Continued)

fn7—/%7ﬁ‘4"757§

) — R B & D R) B9 B 3R T A 0 B Rk 1B B
HBBEN RN-E—hhE+-_A=+—
H BAREHR—BEERARNERT
2RO WERZSEFERRBE
#E1#129,000% 7T (= F — /\FF : 244,000
EL) AEBYERZSEHIT AT
fa] 5 4 G ©

FARREE R —E 2 QE 8 E KR
ERERFEEHNT

Loan to an associate

Loan to an associate is disclosed net of impairment provisions.
As at 31 December 2019, provision for impairment of
US$129,000 (2018: US$244,000) was recognised for loan to
an associate as the loan is not expected to be fully recovered.
The Group does not hold any collateral over the balance.

Movement on the Group’s provision for impairment of loan to
an associate during the year is as follows:

FET

Us$'000
RZZE-—NEF—A—Bz&#H Balance at 1 January 2018 338
HE 5, 38 B Exchange adjustment (14)
B & 18 B £ Reversal of impairment loss (80)
RZZE-N\F+ZA=+—Bz&#% Balance at 31 December 2018 244
RZZE-—NF—A—BZ&H Balance at 1 January 2019 244
BE 5, 38 B Exchange adjustment (2)
BB & 18 B B Reversal of impairment loss (113)
RZZE-—NF+ZA=+—Hz2#% Balance at 31 December 2019 129

BORES BN - L EE W RBIIR
B LAEHRABENSREERIH
W& RRECENERER

BB HER

RBER  BEAANEERARQ R ATE
tﬁﬁﬂ%ﬁ‘*{%mfﬂ*gﬂ 2 B AR
130,000,0007T (18 & 7 4918,635,0003%
TN(ZZF —\F : A R¥107,460,0007T
(18 & M 4915,657,0003F 7T)) » It Jh E K
REHERBAEERARAAEIHR
=& 58 (KT FE373d)) °
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Except for the amount impaired, none of the above assets is
either past due or impaired. The financial assets included in
the above balances related to the loan for which there was no
recent history of default.

Financial guarantees

At the end of the reporting period, the maximum exposure
to credit risk in respect of financial guarantees issued by
the Group and Company was RMB130,000,000 (equivalent
to approximately US$18,635,000) (2018: RMB107,460,000
(equivalent to approximately US$15,657,000)) which
represented the maximum amount the Group and Company
could be required to pay if the guarantees were called on (Note
37(d)).
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Risk Management (Continued)

Liquidity risk

The directors of the Company have built an appropriate
liquidity risk management framework for the management of
the Group’s short, medium and long-term funding and liquidity
management requirements.

The Group manages liquidity risk by maintaining adequate
reserves, banking facilities and reserve borrowing facilities, by
continuously monitoring forecast and actual cash flows and
matching the maturity profiles of financial assets and liabilities.

The liquidity policies have been followed by the Group since
prior years and are considered to have been effective in
managing liquidity risk.

The following table details the Group’s remaining contractual
maturity for its non-derivative financial liabilities. The table
has been drawn up based on the undiscounted cash flows
of financial liabilities based on the earliest date on which the
Group can be required to pay. Specifically, bank borrowings
with repayment on demand clause are included in the earliest
time band regardless of the probability of the banks choosing to
exercise their rights. The maturity dates for other non-derivative
financial liabilities are based on the agreed repayment dates.

The table includes both interest and principal cash flows. To the
extent that interest flows are floating rate, the undiscounted
amount is derived from interest rate at the end of the reporting
period.

ZB-RE
2019
1E R BHRFR
REX 122% 285F SENLE REREAG
Within Total
one year Between Between contractual
or on one and two and Over five undiscounted
demand  two years five years years cash flows
TER TER TER TER TER
Us$'000 Us$'000 Us$'000 Us$'000 US$'000
f& 5 Borrowings 61,810 - — — 61,810
HEARE Lease liabilities 446 220 289 — 955
EFEAREREMFEE Trade and bills payables 9,357 - - - 9,357
HMEFFIEREFKIE  Other payables and accruals 5,674 - - - 5,674
Httmas Other financial liabilities 1,500 - — — 1,500
78,787 220 289 - 79,296
ERTHBER Financial guarantee issued
BERERE Maximum amount guaranteed 18,635 - - - 18,635
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38. EkEE (&) 38. Risk Management (Continued)
REE € R (&) Liquidity risk (Continued)
—T-N\F
2018
(B30 ANRFR
REX 1826 2555 SENE ReRBRH
Within Total
one year Between Between contractual
or on one and two and undiscounted
demand two years five years Over five years cash flows
TEX TEx T£x TEX TEx
Us$'000 Us$'000 US$'000 Us$'000 Us$'000
EES Borrowings 89,338 = — — 89,338
ZORAFEREFNZE  Trade and bills payables 14,949 — — — 14,949
HEMENFIBEREZIE  Other payables and accruals 6,139 - — — 6,139
HttepaE Other financial liabilities 1,500 — — — 1,500
111,926 — — — 111,926
BETHBER Financial guarantee issued

xR ERE Maximum amount guaranteed 15,657 — — — 15,657

B 5 1R B SR E & R RITEKEA
AT [ — FARIEBERK]EHE

#E -

fie % BB B A B I 8RS B R AT & E A0 A
KiEEr A EXHETAESRBETR
TEMBENKEALEEE -

N5 L B

REBRZEE AR INE R b &
1% J?IEF\$$@W§@*THEE’JK
nEREENABEOURSTHER

E’J*ﬁ‘%ﬁlﬁéﬁ‘é%aﬂﬁ

RSB B AT SN SR OR o AT

& 1R E BE W HMNE & B

I HREF B

ERHHEBRINERR -
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Bank borrowings with a repayment on demand clause are
included in the “within one year” time band in the above
maturity analysis.

The balance included above for the non-derivative financial
liabilities bear variable interest rate is subject to change if
changes in variable interest rates differ to those estimates of
interest rates determined at the end of the reporting period.

Foreign currency risk

The Group has minimal transactional currency exposure to
foreign currency risk as most of the financial assets and
liabilities held by the Group’s subsidiaries are denominated in
the respective functional currency of such subsidiaries.

The Group currently does not have a foreign currency hedging
policy. However, the management monitors foreign exchange
exposure and will consider hedging significant foreign currency
exposure should the need arises.
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Risk Management (Continued)

Interest rate risk

The Group's exposure to the risk of changes in market interest
rates relates primarily to the Group’s debt obligations with
floating interest rates. The interest rate and terms of repayment
of bank borrowings of the Group are disclosed in Note 27. The
Group currently does not have an interest rate hedging policy.

The sensitivity analyses below have been determined
based on the exposure to interest rates for non-derivative
instruments at the end of the reporting period. For floating
rate liabilities, the analysis is prepared assuming the amount
of liability outstanding at the end of the reporting period was
outstanding for the whole year. A 50 basis point increase or
decrease is used when reporting interest rate risk internally
to key management personnel and represents management'’s
assessment of the reasonably possible change in interest rates.

If interest rates had been 50 basis points lower/higher and all
other variables were held constant, the Group’s:

o Profit for the year ended 31 December 2019 and
retained profits as at 31 December 2019 would increase/
decrease by US$61,000 (2018: increase/decrease by
US$125,000). This is mainly attributable to the Group’s
exposure to interest rates on its variable rate bank
borrowings; and

o The Group’s equity as at 31 December 2019 would
increase/decrease by US$61,000 (2018: increase/decrease
by US$125,000).
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38. EkEE (&) 38. Risk Management (Continued)
RENESHNEMEEREBHNE Summary of financial assets and liabilities by category
REMBRARMZSWREESRE T The carrying amounts presented in the consolidated statements
cHEELREHBEENEHA - of financial position relate to the following categories of

financial assets and financial liabilities.

—E-NF —E-)N\F
2019 2018
FExn FETT
Us$'000 Us$'000
tRMEE Financial assets
LREHEK AT ENESREE: Financial assets at amortised cost:
B 5 K Hth FE W 508 Trade and other receivables 44,942 47,197
m—EEBERRNER Loan to an associate 7,197 6,807
BEEMRITER Pledged bank deposits 27,373 22,014
RERREEEY Cash and cash equivalents 20,363 11,564
99,875 87,582
BRATHEEDIABEN SR Financial assets at fair value through profit
BE: or loss:
PTEEmIA Derivative financial instrument — 1,910
99,875 89,492
cREas Financial liabilities
REHEKATEN AR Financial liabilities at amortised cost:
&3 Borrowings 60,520 87,224
HEAE Lease liabilities 894 —
B 5K H M 08 Trade and other payables 15,031 21,088
76,445 108,312
BRAFEZHIAER Financial liabilities at fair value through
B BE: profit or loss:
EmemaE Other financial liabilities 1,171 1,234
77,616 109,546
ERTHBRER Financial guarantee issued 18,635 15,657
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38. Risk Management (Continued)

(a)

(b)

Financial instruments not measured at fair value
Financial instruments not measured at fair value include
trade and other receivables, loan to an associate, pledged
bank deposits, cash and cash equivalents, borrowings,
lease liabilities and trade and other payables.

Due to their short term nature, their carrying values
approximate their fair values.

Financial instruments measured at fair value

Financial instruments measured at fair value include other
financial liabilities and derivative financial instrument.
Analysis on fair value hierarchy is presented as follows.

Fair Value Measurements of Other Financial Liabilities
The following tables present other financial liabilities included
in the consolidated statement of financial position as at 31
December 2019 measured at fair value on a recurring basis
according to the fair value hierarchy. The fair value hierarchy
has the following levels:

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

identical assets;

Level 2: inputs other than quoted prices included within

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

Level 3: inputs for the asset that are not based on

observable market data (unobservable inputs).
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38. Risk Management (Continued)

(b) BRATEFENERMIE(E) (b) Financial instruments measured at fair value
(Continued)
Bt @ EBEH A FEE(E) Fair Value Measurements of Other Financial Liabilities
(Continued)
E1ER E24 E3/ ot
Level 1 Level 2 Level 3 Total
FTEx FTEx FTEx FTEx
“E-NEFE+=ZHA=1t—H 31 December 2019 US$°000 US$°000 US$°000 US$°000
BE Liabilities
AT EZEHI AEZH  Financal liabilities at
TRIBE fair value through
profit or loss
— HEmasE — Other financial
liabilities — — 1,171 1,171
B E2H E3k Bt
Level 1 Level 2 Level 3 Total
FE FE FE FET
—Z-N\FE+=ZA=+—H 31 December 2018 Us$:000 Us$:000 Us$:000 US$'000
=K Liabilities

BOFEEFIABRZN

Financial liabilities at

TRIBE fair value through
profit or loss
— HEfhe@mBatE — Other financial
liabilities = = 1,234 1,234

HE_ZT—NF+ZA=1+—HI1t#H A fair value gain of US$133,000 (2018: US$100,000) on other
B EHAEMERAEENRTFEEK financial liabilities was recognised during the year ended 31
#133,0003 JT (ZZ —/\4 : 100,000 December 2019.
JT) °
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38. EkEE (&)

(b)) BAFEFENEWMIA(E)
At MEEH LA FEE(H)

RZE—NFR_TE—N\F+A=1+—
Bz ARENRAFENEEEFE B
HEERGEE - R FEDERSE TAA
HEN28(BEMAX . HEREEZ
M EREEEERNHRBETE - %
EERTABEHABBERZESHAH
BHESKAREAFENBERBAROT

BERFUEE AUEEGARE
BARE HBAFENER

BREHS - Al
DNEFEBE -

5.0% A Bf IR =&

HEREZNMR - HEREZHHEX
BN100% B AAFER

=) ©

HEEEEOHE HEEEEOH
HE  BIATEM
% o

BRI R AN1% ¢ BIE S B E &S 2

(& b 456,000 5 » 10 B B 2

1% B emaEn R AFEEND
59,000 T °

FAMNFBERMLEZE -

FAZTM 2 EIL WS R -

BHE2-ZT—-NAF+-A=+—HIEE For the year ended 31 December 2019

38. Risk Management (Continued)

(b) Financial instruments measured at fair value
(Continued)
Fair Value Measurements of Other Financial Liabilities
(Continued)
The fair value of the contingent consideration as at 31
December 2019 and 2018 was estimated by the management
by applying the discounted cash flows. The determination of
fair value is based on certain parameters including the discount
rate, the probability of sales achievement and the period of
sales achievement, which are unobservable. The significant
unobservable inputs and relationship of these inputs to fair
value contingent consideration are shown as below:

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

Discount rate of 5.0% The higher the discount rate, the

lower the fair value.

Probability of sales The higher the probability of sales
achievement, which is achievement, the higher the fair
100% value.

Period of sales achievement The earlier the period of sales
achievement, the higher the fair
value.

Increased discount rate by 1% would decrease the fair value
on other financial liabilities by approximately US$56,000 whilst
decreased discount rate by 1% would increase the fair value
on other financial liabilities by approximately US$59,000.

There were no changes in valuation techniques during the year.

There were no transfers between levels during the year.
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38. EfaEE(H)
(b) ZAFEINEHSEMIA(H)

At MEEH LA FEE(H)
DEAFEIMNERABHAERNMGE

RMRBIFENABEEMIZEIENE
REAE - AN SR T AR E

38. Risk Management (Continued)

(b) Financial instruments measured at fair value
(Continued)

Fair Value Measurements of Other Financial Liabilities

(Continued)

The financial liabilities classified in level 3 use valuation

techniques based on significant inputs that are not based

on observable market data. The financial instruments within

HRERNEROT this level are reconciled from opening to closing balances as
follows:
—E-hF —ZE-N\F
2019 2018
TER FETT
Us$'000 Us$'000
=R Liabilities
BRAFEZHIAEZRZNEEE Financial liabilities at fair value through
& : profit or loss:
R—A—H At 1 January 1,234 1,276
Hih e BENQ FER TS Fair value gain on other financial
liabilities (133) (100)
REZNBREIARERTIR Unwinding of discount on contingent
=) consideration charged to profit or loss
(Note 9) 63 61
HE 5, 38 B Exchange adjustment 7 (3)
R+=ZA=+—H At 31 December 1,171 1,234

BLFEAEBNITELHB TR

RZT—NE=A=-+MA - BB4BVI)
F-BEEWHZE WEEED191%
R REAARE3IB06EET(HER
#95,085,0003%7T) * HFARK28.05 8
TREE ARBSEEAXRZIBE
BELTRR AR o
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Fair Value Measurement of 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, at a consideration of RMB33.0 million
(equivalent to approximately US$5,085,000) of which RMB28.0
million is in cash and RMB5 million by way of consideration
shares in entire issued share capital of Natural Dailyhealth.
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Bz B E (&)
(b) ZAFEINEHSEMIA(H)

BAFESENITELHTA(E)

RERBHE BT —R"F=A-+
LB 158 A R E A B[ BAAE BV AT
2RBBRE(MEEER) ETE_H
BinRE MERERBERTREES
“HRBBERGO O NMER-_FT-RF=A
“TOAEERIE19.1%RE - aRER
THIBEE30%EEARDSHEITHRA
BRBEHE R_T—RFN\AZ+Z
B RBHRERT ERAKEHE
BEEATE FREZAEBKRSAE
] ) B = 2 A (B &£20) ©

B—FHHE BT —AF=ZA-+MAN
F_EBFERBHO=@E AR (174
) FEZETEREAENESR -
DRBFERARAEREEEBRERE
(BV) HEMEZMRERMD (TREHH 1T
W) REREETEZARNNEARN
N HFRRARNEEZFEEREE -
BBV ZE B /TER AN BYHEIE
Mo INERAAEBVNMERE TRE @ R
BRI R TRE R 2 AT I B 4R AT 7T (E
RomHRE o

AT \FXAZTHME - BAEBVIR
ERAREHRIT L — DB GG T
& B EFREERBLEEAR
TZEAZEZFE—NFARAAZTEA - K
HRCHEREBBE B LR H M LM A
RAFTHRE THRETHRZ IS HEA
B ZHIE - EHEFBEZRE50%CHE
178 7R 2 Circle Finance Limited &2 Mega
Worldwide Services Limited & & 7 1% Z

BREMBTHBEZRER - RERR
S5 HRAE IR 51 - S D3 P L

BETE

38.

BE-T-AF+T-A=T-ALFE

For the year ended 31 December 2019

Risk Management (Continued)
(b) Financial instruments measured at fair value
(Continued)
Fair Value Measurement of Derivative Financial
Instrument (Continued)
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 (Note 20) 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”), Natural
Dailyhealth 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 for 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.
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38. ElREE(E) 38. Risk Management (Continued)
(b) EAFEFENESRIEAEE) (b) Financial instruments measured at fair value

BERAFETENITELHTA(E)
n=

T—NFARNAZFT—H EEIAX
REIMREEE - BT AEEEBK
RRERE  BEGVVRAENE1THERM
HARE W M B IS B R 230% MR - TS
B T E b 4% I ERE R N B985 1,910,000
TREBZE2-FE—NF+=-_A=+—H1
FEZHAERAEMEZE K SR E
27:{ °
RZE—NF+_A=+—Bz{14%
BMTAMAFEIAB L EMER=S
EHXAPEEERAETH THREINRN=
E—N\F+-A=1+—HWNEREETHK
MEAR BEAFEEBRIZBEE AR
ELATFEFENTESHTIA - 2F
BEEREUTHR :

F1E: HRABEREEMESHRE
(REEHE)

F2: ZEBEERBIRMESHRE
ASNA] B £ (AR (B 48) s &
(MEERTSH) BENE AR
R

F3R: ZRBEEWFERATBEEMHH
BRBARETAIERG A

(Continued)

Fair Value Measurement of Derivative Financial
Instrument (Continued)

On 21 June 2019, Lansen (BVI) decided not to exercise the
put option and continues 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 consolidated statement of profit or loss and other
comprehensive income for the year ended 31 December 2019.

The fair value of the derivative financial instrument at 31
December 2018 was assessed by the independent valuer,
by using the binomial option pricing model. The following
table presents derivative financial instrument included in the
consolidated statement of financial position as at 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).

HIE) °
F1R B2 F3IR 5t
Level 1 Level 2 Level 3 Total
FE FE FE FE
ZZ—-N\FE+=ZA=+—H 31 December 2018 Us$'000 Us$'000 Us$'000 US$'000
EE: Assets:
BAFEZEHH AEZERN  Financial assets at fair
TREE value through profit
or loss
— TEemIT A — derivative financial
instrument — — 1,910 1,910
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38. EREIE(E&E) 38. Risk Management (Continued)
(b) BRAFEFENESHITE(E) (b) Financial instruments measured at fair value
(Continued)

BAFETAEBHNITEZHTA(KE)

ARFEDLDERETIABER2H(BH
BN ERS - FEREKEXNIEH
BRDBHREEE - Z2FEATHE
R ABEBEBRTNOT:

Fair Value Measurement of Derivative Financial
Instrument (Continued)

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

—E-N\EF
EATOTEERAHE Significant unobservable input(s) 2018
ROL R Put option
ARG E®RARE (D Underlying share price of RMB (dollars) 52,778,300
Feix B as = Annualised dividend yield 0%
E B8 A& 1 78 BR R 18 Expected volatility of underlying share 38.325%

R-FE—)N\F+=-A=+—H

HER DB EFAS%  BIfTA S/ T
BRFEKRZE R A 4272,000E 7T © M
KD ERTES% QT4 ST
BT ER =212 hN149300,000% 7T ©

TEER R IE EFA5% c RIPTE ST AR
T {E U 25 2 12 0 4997,0003 7T 1 7 Ef
BiE TH5%  BlIfTEEMTARFE
W 2% & R 4 #989,0003 Tt °

FREWER FF5%  BISTA SR T
ARXFERZE ML 134,000F 7T °

At 31 December 2018

Increased underlying share price by 5% would decrease the fair
value gain on derivative financial instrument by approximately
US$272,000 whilst decreased underlying share price by 5%
would increase the fair value gain on derivative financial
instrument by approximately US$300,000.

Increased expected volatility by 5% would increase the fair
value gain on derivative financial instrument by approximately
US$97,000 whilst decreased expected volatility by 5% would
decrease in fair value gain on derivative financial instrument
by approximately US$89,000.

Increased annualised dividend yield by 5% would increase
the fair value gain on derivative financial instrument by
approximately US$134,000.
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38. Ak EE(A)

BAFESENITELHB TR (E)

FASR ML EEE -

DERFIMNEMEEMERANGE
RMRBIFENABEEMIZEIENE

38. Risk Management (Continued)
(b) EAFEFENESRIEE) (b) Financial instruments measured at fair value

(Continued)

Instrument (Continued)

Fair Value Measurement of Derivative Financial

There were no transfers between levels during the year.

The financial assets classified in level 3 use valuation techniques
based on significant inputs that are not based on observable

RN AE - ILARK @R T A A1) 4 Rl market data. The financial instruments within this level are
HRERNEROT reconciled from opening to closing balances as follows:
—E-NF —N\F
2019 2018
FEx FET
Us$'000 Us$'000
BE Assets
BAFEEEI ABTH Financial assets at fair value through
B profit or loss:
R—H—8H At 1 January 1,910 1,840
MTEEMIANATE Fair value gain on derivative financial
instrument — 73
T4 & B T B EE Write off of derivative financial
instrument (1,910) —
M 5, 58 B Exchange adjustment — (3)
R+=—A=+—H At 31 December — 1,910

PTHE LB T B #i$51,910,000€ T (=&
— N\ AFEEWRZ73,000%T) REE
T NF+-_A=+—HItFEz#E

omAP R -

ERER

Capital Management

Write off of derivative financial instrument of US$1,910,000
(2018: Fair value gain of US$73,000) has been recognised in
profit or loss for the year ended 31 December 2019.

AEEEREER  UEFRAKSENE
BOUFELE  FAREZELCERERE
BFER/ERTREANC R - AEEH
ERRBEHEFESHITIE -
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The Group manages its capital to ensure that entities in the
Group will be able to continue as a going concern while
maximising the return to shareholders through the optimisation
of the debt and equity balance. The Group’s overall strategy
remains unchanged from prior years.
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38.

BE-T-AF+-A=+-ALEE

For the year ended 31 December 2019

Risk Management (Continued)

Capital Management (Continued)

The capital structure of the Group consists of debt, which
includes the borrowings as disclosed in Note 27, cash and bank
balances and equity attributable to owners of the Company,
comprising issued capital, reserves and retained profits.

The Group sets the amount of capital in proportion to its
overall financing structure. The Group manages the capital
structure and makes adjustments to it in the light of changes
in economic conditions and the risk characteristics of the
underlying assets. In order to maintain or adjust the capital
structure, the Group may adjust the amount of dividend paid to
shareholders, return capital to shareholders, issue new shares,
or sell assets to reduce debt.

The net gearing ratio at the end of the reporting period was
as follows:

—E-nE -2 N\F

2019 2018

Fxx FET

Us$’000 Us$'000

& (B 5E27) Borrowings (Note 27) 60,520 87,224

BoEEeRIREEEY (M 5E24) Less: Cash and cash equivalents

(Note 24) (20,363) (11,564)

B B IR IR 1T 17 3K (B 5E24) Less: Pledged bank deposits (Note 24) (27,373) (22,014)

& 75 % 5 Net debt 12,784 53,646

% &= Equity 101,375 88,451

FEEEREX Net debt to equity ratio 12.6% 60.7%
mEHRRSE 39. Event after the reporting period

BE-_ZEZ-_ZTF—A# HUTHKRKES
(fCoVID-19) W BB H 2 B L IR IR E
ETRE -BEZSHHHRERBE
COVID- 1O BEH AEBERERNTE -
BURFACOVID-19EZEM B ER R
RN ELIFN - AAE B R &R
MHEIRE— S EE - B AEEHY R
AREZETE  ERZEUBHHRERA
HEELEAEETERE - AEB QK
BEHRECOVID- 19 ZIBERE  NEEK
JES B RIS N AN B B S AR R R A
XEENTE -

Since January 2020, the outbreak of Novel Coronavirus
("COVID-19") has impacted on the global business
environment. Up to the date of these financial statements,
COVID-19 has not resulted in material impact to the Group.
Pending the development and spread of COVID-19 subsequent
to the date of these financial statements, further changes in
economic conditions for the Group arising thereof may have
impact on the financial results of the Group, the extent of
which could not be estimated as at the date of these financial
statements. The Group will keep continuous attention on the
situation of the COVID-19 and react actively to its impact on
the financial position and operating results of the Group.
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