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our Business

Chi-Med is a globally-focused innovative
biopharmaceutical company based in China

Innovation Platform
Broad late-stage pipeline

8 oncology drug candidates in 30 studies worldwide.
1%t positive Ph.II result - fruquintinib - launch 2018.

7 further Phase lll trials; 3 underway & 4 in-planning.

ASEENEENEEN

~330-person Scientific Team.

Commercial Platform
Solid cash flow from operations

v/ 13,300-person China Sales Team (~2,200 med. reps).
v/ To commercialize Innovation Platform drugs in China.
v/ 2016 sales up 21% to $627.4 million.

v/ 2016 net income®? up 180% to $70.3 million.®

(1) Aggregate sales of consolidated subsidiaries ($180.9 million) and non-consolidated joint ventures ($446.5 million);

(2)  Net income attributable to Chi-Med;

(3)  Includes the share of gain from land compensation of Shanghai Hutchison Pharmaceuticals Limited in Presciiption Drugs business ($40.4 million).



Highlights

Group:
Record revenue, net income and clinical investment in 2016

Group revenue up 21%to $216.1 million (2015: $178.2m);

Net income attributable to Chi-Med up 46% to $11.7 million (2015: $8.0m), including $76.1 million
in research and development expenses on an adjusted basis (2015: $55.8m);

Completed Nasdagq listing, raising net proceeds of $95.9 million; cash resources of $173.7 million at
Group level as of December 31, 2016 ($38.8m as of December 31, 2015), including cash and cash
equivalents, short-term investments and unutilized bank facilities.

Innovation Platform:
First successful pivotal Phase Il outcome with launch now
targeted for 2018

Fruquintinib: Positive Phase Il pivotal study in third-line colorectal cancer (“CRC") - designed to be
global best-in-class in terms of efficacy and safety relative to Stivarga® (regorafenib), full data set to
be presented mid-2017. Target 2018 launch in China as the first approved treatment for third-line
CRC patients;

8 drug candidates now in 30 active clinical trials (2015: 19) around the world with four pivotal Phase Il
studies underway; and plans to initiate a further four Phase Ill studies during 2017,

Presented positive proof-of-concept data over the past year on savolitinib in papillary renal
cell carcinoma (“PRCC"); fruquintinib non-small cell lung cancer (“NSCLC") and gastric cancer in
combination with Taxol® (paclitaxel); epitinib in NSCLC patients with brain metastasis; and sulfatinib
in neuroendocrine tumors (“NET"). All now moved/moving to Phase Il pivotal studies;

Currently conducting Phase | studies on multiple novel drug candidates including HMPL-523 against
spleen tyrosine kinase (“Suk"); HMPL-453 against fibroblast growth factor receptor 1/2/3 (“FGFR"),
and HMPL-689 against phosphoinositide 3-kinase delta (“PI13K&").

commercial Platform:

High-performance drug marketing and distribution platform
covers -300 cities/towns in China with »3,300 sales people. High
value products and household-name brands

Total consolidated sales up 43% to $180.9 million (2015: $126.2m);

Total sales of non-consolidated joint ventures up 14% to $446.5 million (2015: $392.7m);

Total consolidated net income attributable to Chi-Med up 180% to $70.3 million (2015: $25.2m), or
up 19% to $29.9 million on an adjusted basis which excludes a one-time property gain.

All figures are reported in U.S. doliars unless otherwise stated.
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Innovation Platform: First positive Phase Ill read-out, fruquintinib in third-line CRC, reported on March 3, 2017 - a major
achievement for Chi-Med and the biotech industry in China. Multiple opportunities for near-term pivotal success: three further Phase
Il studies underway and four more planned to start in 2017 with multiple read-outs expected over the next three years.

Ssavolitinib: Potential global first-in-class selective mesenchymal epithelial transition factor (“c-Met") inhibitor currently in
12 active clinical studies worldwide in multiple tumor types including kidney, lung and gastric cancers as a monotherapy or in
combination with other targeted and immunotherapy agents. Developing globally in partnership with Astrazeneca AB (publ)
(“Astrazeneca"):

1.

Kidney cancer:

d.

Presented Phase Il global multicenter study in advanced PRCC at the 2017 ASCO Genitourinary Cancers
Symposium with clear efficacy signal with savolitinib monotherapy in c-Met-driven patients. Median progression
free survival ("PFS") of 6.2 months in c-Met-driven patients as compared with 1.4 months (p<0.0001) in c-Met-
independent patients. Objective response rate ("ORR") was 18.2% in ¢-Met-driven patients vs. 0% (p=0.002) in
¢-Met independent patients. Encouraging durable response and safety profile were reported in savolitinib treated
patients. Global Phase 11l protocol is finalized and the companion diagnostic kit developed. The Phase Il study is
now set to initiate in Q2 2017;

Initiated global Phase 1b dose finding study of savolitinib in combination with anti-programmed death-1 receptor
ligand ("PD-L1") antibody, durvalumab, in clear cell renal cell carcinoma (“ccRCC") patients. A combination dose
now confirmed and ccRCC expansion phase initiated.

Lung cancer:

d.

Initiated global Phase IIb study of savolitinib in combination with Tagrisso® in second-line NSCLC patients with
epidermal growth factor receptor (“EGFR") mutations who have failed first-line EGFR tyrosine kinase inhibitor (“TKI")
therapy and harbor c-Met gene amplification. This triggered a $10 million milestone from AstraZeneca to
Chi-Med in June 2016. Phase IIb results will be presented at a scientific event in 2017 and we hope to initiate a
global Phase Il registration study in 2017

Initiated or continued four further Phase 1b/1l studies in NSCLC patients, including: (i) as a monotherapy in first-
line NSCLC patients with c-Met mutations that result in Exon 14 skipping; (ii) as a combination therapy with
Iressa® (gefitinib) in NSCLC patients with EGFR mutations and who have failed first-line EGFR TKI therapy; (iii)
as a monotherapy in pulmonary sarcomatoid carcinoma (“PSC") patients with c-Met mutations; and (iv) as a
combination therapy with Tagrisso® in third-line NSCLC patients who have failed Tagrisso® therapv.

Gastric cancer:

d.

A proof-of-concept study of savolitinib as a monotherapy in gastric cancer patients with c-Met gene amplification
is ongoing in both South Korea and China; promising response data was presented by Dr. Jeeyun Lee of Samsung
Medical Centerin 2016;

Two Phase Ib studies of savolitinib in combination with Taxotere® (docetaxel) in gastric cancer patients with c-Met
over-expression or c-Met gene amplification is ongoing in South Korea.



Highlights

] Fruquintinib: Designed to be a global best-in-class selective inhibitor of vascular endothelial growth factor receptor 1/2/3
("VEGFR") - developing in China in partnership with Eli Lilly and Company (“Lilly") and independently outside China:

1.

CRC (third-line or above): Reported that fruquintinib has convincingly met the primary endpoint of overall survival ("0S")
and all secondary endpoints in the FRESCO Phase 11l study as a monotherapy among third-line CRC patients in China;
further, that the adverse events (“AEs") demonstrated in FRESCO did not identify any new or unexpected safety issues;
plan now to submit the China NDA and present full data-set at a scientific conference in mid-2017; subject to China
FDA approval we, and our partner Lilly, expect to launch fruquintinib in China in 2018; based on the patient population
in third-line CRCin China, as well as the sales performance of TKIs launched in recent years in China, we estimate peak
fruquintinib revenues in third-line CRC alone could reach ~$110-160 million resulting in peak net income to Chi-Med of
«$20-35 million.

NSCLC (third-line): Presented positive Phase Il study showing fruquintinib was well tolerated with an ORR of 16.4%
vs. 0% (p=0.02) and median PFS of 3.8 months vs. 1.1 months (p<0.001) for fruquintinib vs. placebo. In late 2015, we
began enrolling a Phase 11l study, named FALUCA, with a primary end point of median 0S, to test fruquintinib in third-
line NSCLC patients in China; expect to complete enroliment in 2017; top-line Phase Il data expected to be reported in
2018: subject to positive FALUCA outcome, we plan to submit China NDA during 2018.

Gastric cancer (second-line): Presented positive Phase I/Ib dose finding/expansion study which established a well-
tolerated combination dose of 4mg fruquintinib with 80mag/m? weekly of Taxol® with encouraging efficacy, including
ORR 0f 36%; DCR of 68%; =16 week PFS of 50% and =7 month 0S of 50%. On-track now to initiate a Phase Il registration
study in China during 2017.

NSCLC (first-fine); In January 2017, we initiated a Phase Il study of fruquintinib in combination with Iressa® in first-line
EGFR-mutant NSCLC patients in China.

Production facility in Suzhou, China, fully operational and ready to support potential commercial launch of fruquintinib
in 2018.

Received U.S. FDA Investigational New Drug (“IND") application clearance for fruquintinib in 2016 and plan to initiate
Phase | dose confirmation study in Caucasian patients in the U.S. in 2017.

] Sulfatinib: A unique angio-immuno kinase inhibitor therapy with high potency against VEGFR, FGFR1 and colony
stimulating factor receptor 1 (“CSF-1R") with emerging strong efficacy in multiple solid tumor settings - enrolling two pivotal
Phase IlI studies:

1.

Neuroendocrine tumors (“NET"):

a.  Presented positive Phase Il study showing sulfatinib was well tolerated with highly encouraging efficacy in
both pancreatic NET (ORR 17.1%; DCR 90.2%; and median PFS 19.4 months) and non-pancreatic NET (ORR 15.0%;
DCR 92.5%, and median PFS 13.4 months) with 100% DCR in twelve patients that had previously failed on
targeted therapies such as Sutent® (sunitinib) and Afinitor® (everolimus); now enrolling two Phase IIl studies in
China, named SANET-p (in pancreatic NET patients) and SANET-ep (in non-pancreatic NET patients), with primary
endpoint median PFS; Phase Ill top-line data expected in 2018;

b.  U.S. Phase I dose confirmation study in Caucasian patients is near completion and dose expansion in tumor types
of interest is being planned.
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2. Thyroid cancer: \n March 2016, we initiated a Phase Il proof-of-concept study in patients with locally advanced or
metastatic radioactive iodine-refractory differentiated thyroid cancer or medullary thyroid cancer in China; we have
observed encouraging early efficacy.

3. Biliary tract cancer; Initiated a Phase Il proof-of-concept study in China in January 2017.

Epitinib: Highly differentiated EGFR TKI designed for optimal blood-brain barrier penetration allowing for higher drug
exposure in the brain than currently marketed first generation EGFR TKIS:

1. NSCLC with brain metastasis: Presented positive Phase Ib study in EGFR mutation positive NSCLC patients with brain
metastasis showing epitinib was well tolerated and demonstrated encouraging efficacy with an overall ORR (lung and
brain) of 62% in all EGFR TKI naive patients (those patients not previously treated with an EGFR TKI) and an ORR of 70% in
EGFR TKI naive patients who also had measurable brain metastasis and were ¢-Met negative, including both confirmed
and unconfirmed Partial Response (“PR"). Based on these data we plan to initiate a Phase IIl registration study in 2017.

2. Glioblastoma; Planning underway to start a Phase Il study in glioblastoma, a primary brain cancer that harbors high
levels of EGFR gene amplification, in 2017.

HMPL-523: Potential global first-in-class Syk inhibitor in oncology and immunology:

1. Hematological cancer; China FDA granted IND approval in May 2016 and we subsequently initiated China Phase | dose
escalation study in patients with hematologic malignancies in late 2016 which we expect to complete during 2017, at
which time we will begin dose expansion with single agent HMPL-523 and/or innovative combination regimens.

2. Immunology: Australia Phase | study completed with no evidence of the hypertension/gastrointestinal toxicities
encountered by the first-generation Syk inhibitor (fostamatinib); U.S. IND application submitted in 2016 - U.S. FDA
feedback received, now preparing to submit additional data.

HMPL-689: Potential global best-in-class, highly selective PI3Kd inhibitor, which is over five times more potent than
Zydelig® (idelalisib):

Hematological cancer: Completed Phase | study in healthy volunteers in Australia, with recommended starting dose in Phase |
hematology study of 5mg twice daily; now progressing into Phase I in patients with lymphomas in China where we received
IND clearance in February 2017.

Theliatinib: EGFR inhibitor, with high binding affinity to wild-type EGFR protein, with potential in patients with solid tumors
presenting EGFR gene amplification or protein overexpression:

Esophageal cancer; Phase | dose escalation study is continuing, with preliminary activity observed; a Phase Il expansion in
esophageal cancer patients with a high level of EGFR activation, including gene amplification and protein over-expression has
been initiated.

HMPL-453: Potential global first-in-class and/or best-in-class selective FGFR 1/2/3 inhibitor:

Solid tumors; In February 2017, we initiated a Phase | dose escalation study in Australia: the IND in China has also been
cleared and Phase | dose escalation is set to initiate in Q2 2017.
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commercial Platform: Continued strong growth in cash flow and profit - representing a stable financial base that underpins a
significant portion of Chi-Med's current market value.

Prescription Drugs business continuing to drive growth - consolidated sales up 42% to $149.9 million
(2015: $105.5m); and total sales of non-consolidated Prescription Drugs joint venture up 23% to $222.4 million
(2015: $181.1m).

1. She Xiang Bao Xin (“SXBX") pill - our most important commercial product, is a prescription vasodilator proprietary to our
Joint venture: Accounted for about 12% of China's over $1.5 billion botanical coronary artery disease prescription drug
market, full patent protection through 2029; 2016 sales up 23% to $195.4 million (2015: $159.3m); SXBX pill represents
88% of the sales of Shanghai Hutchison Pharmaceuticals Limited ("SHPL"), our joint venture, which contributed 89% of
the $22.3 million (2015: $16.4m) consolidated Prescription Drugs business operating profit on an adjusted basis which
excludes the one-time property gain.

2. Seroquel® - prescription antipsychotic under exclusive comimercial license from AstraZeneca within china: Accounted
for approximately 5% of China's antipsychotic prescription drug and 46% of the generic quetiapine market; Seroquel® is
the only extended release (“XR") quetiapine formulation approved in China; 2016 sales were up 63% to $34.4 million
(2015: $21.1m); 2016 is the first full year of Seroquel® commercialization under Chi-Med.

Completed move to new factory in Shanghai, almost tripling the manufacturing capacity of our Prescription
Drugs joint venture. Triggering $113 million total cash compensation and subsidies to SHPL for the surrender of the land-
use rights to its old factory site.

Consumer Health business stable despite over-the-counter (“OTC") drug production capacity constraints -
consolidated sales up 50% to $31.0 million (2015: $20.7m); and total sales of non-consolidated Consumer Health
joint venture up 6% to $224.1 million (2015: $211.6m). Sales in our OTC drug joint venture increased marginally due
to tight manufacturing capacity resulting from the move to our new factory in Bozhou, Anhui province; despite this, our OTC
drug joint venture's portfolio of market leading products contributed 88% of our $11.6 million (2015: $11.8m) consolidated
Consumer Health business operating profit in 2016.
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We target to present multiple clinical data updates during 2017, including:

Savolitinib:

1. Phase Il median 0S data (mature) in PRCC;

2. Phase Il data in second-line NSCLC in combination with Tagrisso® and Iressa®;
3. Phase Il dose finding data in ccRCC in combination with durvalumab (PD-L1).
Fruquintinib: Phase Il FRESCO study full data set publication in third-line CRC.
Sulfatinib: Preliminary Phase Il data in medullary and differentiated thyroid cancer.

HMPL-523: Preliminary Phase Ib expansion proof-of-concept data in hematological cancer.

We target to achieve multiple clinical and regulatory milestones during 2017, including:

Savolitinib:

1. Initiate global Phase Ill study in PRCC;

2. Initiate global Phase Ill study in second-line NSCLC in combination with Tagrisso®.
Fruquintinib:

1. Submit NDA in China in third-line CRC;

2. Initiate China Phase Il study in second-line gastric cancer;

3. Complete enroliment of Phase Il FALUCA study in third-line NSCLC;

4. Initiate U.S. Phase | dose confirmation study in Caucasian patients.

Epitinib:

1. Initiate China Phase Il study in first-line EGFR-mutant NSCLC patients with brain metastasis;
2. Initiate China Phase Il study in glioblastoma (primary brain cancer).

Sulfatinib: Initiate U.S. Phase Il study in NET.

HMPL-523 (SyK): Initiate Australian Phase Ib/Il expansion study in hematological cancer.
HMPL-689 (PI3K®): Initiate Phase I study in China in hematological cancer patients.
HMPL-453 (FGFR-1/2/3): Initiate Phase I studies in Australia/China in solid tumor patients.



Chairman's Statement

Simon To
Chairman

Fruquintinib has convincingly met all
the primary and secondary endpoints
of its Phase Il pivotal study, the FRESCO
study, in third-line CRC. The NDA will be
submitted in China in mid-2017.

Chi-Med's aim remains to become a large-scale
innovative global biopharmaceutical company based
in China.

The progress in 2016 in advancing savolitinib and
fruquintinib toward submissions for approval is
particularly encouraging. Approval of these drug
candidates, if successful, would propel Chi-Med
into a new era, in which its six other clinical drug
candidates, and the proven discovery capability of
its scientific team, could take the company to
new heights.

For over fifteen years, Chi-Med and its partners have
invested over $400 million in pursuit of this aim. The
approximately 330-person strong scientific team has
created a broad portfolio of differentiated products
in the global targeted therapy arena in oncology
and immunology. Chi-Med has focused on creating
highly selective drug candidates against multiple
novel and validated molecular targets with the
potential to be global first-in-class or best-in-class. It
is intended that these drug candidates will be used
as monotherapies or in combination treatments with
other oncology and immunology therapies and as a
result, improve global patient outcomes and create
shareholder value.

The 2016 amendment of the global collaboration
agreement on savolitinib with Astrazeneca is further
evidence of our belief in savolitinib’s potential across
multiple oncology indications.

Key elements of Chi-Med's strategy are:

To design novel drug candidates against well-
characterized targets with global first-in-class
potential - Chi-Med believes its most significant
market opportunity is developing innovative drug
therapies that have global first-in-class potential in
areas of high unmet needs. In order to limit its risk,
the scientific team has focused on novel tyrosine
kinase targets, which have a deep body of evidence
to support their role in cell signaling in cancer or
inflammation, such as c-Met, Syk and FGFR.
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Highly selective drug candidates

E.g. Savolitinib™(1,000-fo

[y

TEL
& @

ore selective to c-Met than next kinase (PAK3)

(-Met (wild-type & mutants)

PAK3

@ >90% inhibition at 1 pM
70-90% inhibition at 1 uM
40-70% inhibition at 1 ymM
<40% inhibition at 1 ym

Screening at 1(M against 253 kinases

[1]W. Su, et al, 2014 American Association of cancer Research (note legend yellow = »50%, green = ¢ 50%).

To use a chemistry-focused approach centered
on kinase selectivity to create global best-in-class
products - In addition to novel targets, risk is also
balanced by creating drug candidates against
proven validated targets including VEGFR, EGFR
and PI3Ka. The belief being that there is a lot of
room to improve on the first generation of TKIs that
have emerged over the last fifteen years. Chi-Med
works to develop differentiated next generation
TKIs characterized by high selectivity and superior
pharmacokinetic ("PK") properties leading to

Chemistry is our edge

improved patient tolerability and efficacy. This
scientific approach should be strongly validated once
the full data set of the FRESCO study on fruquintinib
is presented in mid-2017.

To pursue a practical, efficient and global best
practice clinical and regulatory strategy - China's
large patient population, combined with lower
clinical trial costs, as compared to the West, allows
for rapid and lower risk development through
proof-of-concept on validated targets. All studies in

e.g. use of co-crystal structures

Focus on small
molecules interactions
with kinases

v’ Optimize binding to
on-target protein,
for potency.

v/ Minimize binding to
off-target proteins
for selectivity.

China are conducted to global Good Clinical Practice
standards, predominantly using global Contract
Research Organizations. On novel targets, Chi-Med
accepts higher risk and pursues global clinical
development from day one in order to maximize the
chance of achieving a global first-in-class position.

To deploy a risk-balanced approach to financing
long-term investment in innovation - Chi-Med has
followed an unconventional path to reach its current
stage of development as a company. Risk has been
balanced in every manner possible, focusing on
building a financially sustainable operation with a
low chance of negative binary outcome. Starting
with the above risk-balanced portfolio approach
to choosing the novel/validated kinase targets
on which to focus research; to the partnerships
with AstraZzeneca and Lilly which have broadened
development plans, and provided technical support
and global reach; to basing the operations of
Chi-Med in China where generally lower operating
costs allow for a scientific team large enough to
manage development of such a broad pipeline;
to building a powerful Commercial Platform
which provides steady cash flow; and finally, to
the relationship with its majority shareholder, (K
Hutchison, who has had a long-term, practical,
mind-set. These factors distinguish Chi-Med from,
and provide competitive advantages over, the more
common path of evolution of many emerging
biotech companies.

As always, I would like to express my deep appreciation
for the support of the investors, directors and partners
of Chi-Med and for the commitment and dedication
of all of the management and staff of Chi-Med.

Simon To
Chairman

March 13,2017



Christian Hogg
Chief Executive Officer

We significantly advanced the
oncology and immunology
pipeline of clinical drug candidates,
managing 30 active clinical trials.

Financial Review

Chi-Med Group revenues for the year ended
December 31, 2016 increased by 21% to
$216.1 million (2015: $178.2m), due to a 43%
increase in revenue generated by our Commercial
Platform to $180.9 million in 2016 (2015: $126.2m)
driven by the progress of our consolidated
joint venture Hutchison Whampoa Sinopharm
Pharmaceuticals (Shanghai) Company Limited
("Hutchison Sinopharm"). The foregoing was offset
in part by a 32% decrease in revenue from our
Innovation Platform revenue to $35.2 million in
2016 (2015: $52.0m), reflecting a lower level of
milestone payments, service fees and clinical cost
reimbursements received from Astrazeneca, Lilly
and Nutrition Science Partners Limited ("NSP")
compared to the prior year. It should be noted that
Group revenues do not include the revenues of our
two large-scale, 50/50 joint ventures in China, SHPL
and Hutchison Whampoa Guangzhou Baiyunshan
Chinese Medicine Company Limited ("HBYS"), since
these are accounted for using the equity method.
our equity in earnings of our non-consolidated
joint ventures, net of tax, increased by 193% to
$66.2 millionin 2016 (2015: $22.6m).

our Commercial Platform, which continues to be
Chi-Med's primary profit and cash source, grew
operating profit by 163% to $74.3 million (2015:
$28.2m) as a result of growth in SHPL's coronary
artery disease Prescription Drug business and a
major one-time property gain. The Innovation
Platform incurred an operating loss of $40.8 million
(2015: -$3.8m) as a result of expansion of clinical
development activities, rapid organization
growth to support these clinical activities and
investment in the expansion of small molecule
manufacturing operations.

Net corporate unallocated expenses, primarily Chi-Med
Group overhead and operating costs, increased
to $12.9 million (2015: $11.0m) principally due
to our Nasdaq listing and the resulting increased
organization and third-party advisor costs in the
audit and compliance areas.

Consequently, Chi-Med Group operating profit was
$20.5 million (2015: $13.4m).

11
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The aggregate of interest and income tax expenses
of Chi-Med Group, as well as net income attributable
to non-controlling interests during the period
increased to $8.8 million (2015: $5.4m) driven
largely by 5% withholding taxes accrued on the net
income of our Commercial Platform joint ventures
during the period.

The resulting total Group net income attributable to
Chi-Med was therefore $11.7 million (2015: $8.0m).

In 2015, in accordance with U.S. generally accepted
accounting principles (“US. GAAP"), Chi-Med recorded
a non-cash accretion charge of $43.0 million
which was equivalent to the estimated value of
redeemable preferred shares in our Innovation
Platform subsidiary, Hutchison MediPharma Holdings

Revenue

(% change 2016 vs. 2015)

+21%

Net Income
Attributable to
Chi-Med

(US$ million)

11.7

Limited ("HMHL"), held by Mitsui & Co., Ltd. ("Mitsui").
In July 2015, we completed a transaction to roll-
up Mitsui's preferred shares in HMHL into Chi-Med
ordinary shares and thereby eliminated the chance
that cash would be needed to redeem the preferred
shares as well as the need for further future non-
cash accretion charges.

As a result, Group net income attributable to ordinary
shareholders of Chi-Med in 2016, was $11.7 million,
or $0.20 per ordinary share/$0.10 per American
depositary share ("ADS"), compared to a net loss
attributable to ordinary shareholders of Chi-Med of
$35.0 million, or $0.64 per ordinary share/$0.32 per
ADS, in 2015.

Cash and Financing

In the past five years, as our clinical spending has
escalated, we endeavored to remain consistently
cash-positive at the Chi-Med Group level and in
2016, we used $9.6 million (2015: $9.4m) in
net cash in our operating activities. This result
was driven by increased dividends paid by our
non-consolidated Commercial Platform joint
ventures, payments received from Astrazeneca,
Lilly, and NSP, our joint venture with Nestlé
Health Science S.A. ("Nestlé"), which, in aggregate,
came close to offsetting our $76.1 million
(2015: $55.8m) in research and development
expenses on an adjusted basis.

In March 2016, we completed our Nasdaq listing
and raised $110.2 million in new equity capital, or
$95.9 million net of expenses incurred, to strengthen
our balance sheet and support development plans,
through to planned NDA submissions, for certain of
our lead drug candidates.

As of December 31, 2016, we had available cash
resources of $173.7 million (December 31, 2015:
$38.8m) at the Chi-Med Group level including cash
and cash equivalents and short-term investments of
$103.7 million (December 31, 2015: $31.9m) and
unutilized bank borrowing facilities of $70.0 million
(December 31, 2015: $6.9m). Aggregate borrowing
facilities of $70 million, with an average 18 month
term, were subsequently renewed in February 2017.

In addition, as of December 31, 2016, our non-
consolidated joint ventures (SHPL, HBYS and NSP)
held $91.0 million (December 31, 2015: $80.9m)

in available cash resources. In late-2016, our
Prescription Drug joint venture, SHPL, received
about $72 million of property compensation and
subsidies from the Shanghai government. This
cash injection led Chi-Med to record a one-time
gain of $40.4 million in 2016 at the Group level
and will fund the expected one-time dividend of
approximately $40 million to the Chi-Med Group
level in the first half of 2017. Subject to Guangzhou
urban redevelopment policy, we hope to conclude
negotiations for the return of land use rights
for unused land under the HBYS joint venture in
Guangzhou in 2017, thereby triggering further
cash compensation.

Outstanding bank loans as of December 31, 2016
amounted to $46.8 million (December 31, 2015:
$49.8m) at the Chi-Med Group level, of which
$26.8 million is guaranteed by a wholly-owned
subsidiary of CK Hutchison. Our total Chi-Med Group
weighted average cost of borrowing in 2016 on
both unsecured and guaranteed loans, including
all interest and guarantees fees, was 2.4%. As
of December 31, 2016, our non-consolidated
joint ventures had no outstanding bank loans
(December 31, 2015: $26.5m).

In summary, we believe that the cash resources
that we currently hold are sufficient to fund all our
near-term activities, including the increased cash
requirements resulting from the amendment to the
savolitinib collaboration with Astrazeneca made in
August 2016.
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INNOVATION PLATFORM

The Chi-Med pipeline of drug candidates has been
created and developed by the in-house research and
development operation which was started in 2002.
Since then, we have assembled a large team of
about 330 scientists and staff (December 31, 2015:
310) based in China and operating a fully-integrated
drug discovery and development operation covering
chemistry, biology, pharmacology, toxicology,
chemistry and manufacturing controls for clinical
and commercial supply, clinical and regulatory
and other functions. Looking ahead, we plan to
continue to leverage this platform, as we have in
the past decade, to produce a stream of novel drug
candidates with global potential.

Innovation Platform revenue in 2016 was $35.2 million
(2015: $52.0m) reflecting a lower level of
milestone payments, service fees and clinical cost
reimbursements received from AstraZeneca and
Lilly than last year. Net loss attributable to Chi-Med
increased to $40.7 million (2015: -$3.8m) driven

Operations Review

by $76.1 million (2015: $55.8m) in research and
development spending on our pipeline of eight
oncology and immunology drug candidates on
an adjusted basis. Since inception, the Innovation
Platform has dosed almost 2,900 patients/subjects
in clinical trials of our drug candidates with about
711 dosed in 2016 (2015: 705) primarily driven by
the enrollment of the four Phase Il studies that we
currently have underway.

Product Pipeline Progress

savolitinib (AZD6094): Savolitinib is a potential
global first-in-class inhibitor of c-Met, an enzyme
which has been shown to function abnormally in
many types of solid tumors. We designed savolitinib
to be a potent and highly selective oral inhibitor,
which through chemical structure modification
addressed human metabolite-related renal toxicity,
the primary issue that halted development on
several other selective c-Met inhibitors. In clinical
studies to date, involving about 460 patients,
savolitinib has exhibited no renal toxicity as well

as promising signs of clinical efficacy in patients
with ¢-Met gene alterations in PRCC, NSCLC, CRC and
gastric cancer. We are currently testing savolitinib in
partnership with Astrazeneca in multiple Phase 1b/Il
studies, both as a monotherapy and in combination
with other targeted therapies, and expect to start
global Phase IIl registration studies in 2017.

Astrazeneca collaboration amendment: On
August 1, 2016, Chi-Med agreed to contribute up to
$50 million, spread primarily over three years, to the
joint development costs of the global pivotal Phase Il
study in c-Met-driven PRCC. Subject to approval in the
PRCC indication, Chi-Med will receive a 5 percentage
point increase in the global (excluding China) tiered
royalty rate payable on savolitinib sales across all
indications, thereby increasing to a tiered rovalty
rate of 14% to 18%. After total aggregate sales of
savolitinib have reached $5 billion, the royalty will
step down over a two year period, to an ongoing
royalty rate of 10.5% to 14.5%. All other provisions of
the 2011 agreement will remain unchanged.
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Savolitinib - PRCC Phase II:
Median PFS - big advantage in c-MET +ve patients

100 A
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Savolitinib - Kidney cancer: High proportion of
MET-driven patients. Four active studies underway.

Study 1 - Completed/awaiting mature 0S data (now
progressing to Phase Ill) - Phase Il PRCC savolitinib
600mg once daily (“QD") monotherapy (U.S.,
(anada, UK. and Spain) - PRCC is the most common
of the non-clear cell renal cell carcinomas ("RCCS")
representing 14% of kidney cancer. Approximately
366,000 new cases of kidney cancer were diagnosed
globally in 2015, equating to about 50,000 cases
of PRCC, approximately half of whom harbor ¢-Met-
driven disease. No systemic therapies/TKIs have
been approved in PRCC, and to date only modest
efficacy in non-ccRCC has been reported in sub-
group analyses of broader RCC studies of VEGFR
(e.g. Sutent®) and mammalian target of rapamycin
("“mTOR") (e.g. Afinitor®) TKIs, with ORRs of <10% and
median PFS in first-line setting of 4-6 months and
second-line setting of only 1-3 months (ESPN study,
Tannir N. M. et al.).

In February 2017, we presented the results of our
109 patient global Phase Il study in PRCC, the largest
and most comprehensive clinical study in PRCC ever
conducted. Of 109 patients treated with savolitinib,
PRCC was c-Met-driven in 44 patients (40%), -Met-
independent in 46 (42%) and MET status unknown in
19 (17%). C-MET-driven PRCC was strongly associated
with encouragingly durable response to savolitinib
with ORR in the c-Met-driven group of 18.2% (8/44)
as compared to 0% (0/46) in the -Met-independent
group (P=0.002). Median PFS for patients with
(-Met-driven and ¢-Met-independent PRCC was 6.2
months (95% CI: 4.1-7.0) and 1.4 months (95% Cl:
1.4-2.7), respectively (hazard ratio = 0.33; 95% Cl:
0.20-0.52; log-rank P¢0.0001). OS is not yet mature
for savolitinib treatment of c-Met-driven patients
and will be presented in due course once median 0S
has been reached. Savolitinib was well tolerated with
no treatment related Grade =3 adverse events (“AE"),
with »5% incidence, associated with savolitinib.
Total aggregate savolitinib treatment related Grade
=3 AES occurred in just 19% of patients comparing
very well to the 70-75% Grade =3 AE level recorded
in VEGFR inhibitors such as Sutent® and Votrient®
(pazopanib) in multiple RCC studies.

Study 2 - Enrolling - Phase Il study of multiple
TKIs in metastatic PRCC (U.S.) - A Phase Il study,
sponsored by the U.S. National Cancer Institute, and
named the PAPMET study, is to assess the efficacy of
multiple TKIs in metastatic PRCC including Sutent®;
(abometyx® (cabozantinib); Xalkori® (crizotinib) and
savolitinib. PAPMET will enroll about 180 patients in
over 70 locations in the U.S. and report in 2019.

Study 3, Study 4 and Study 5 - Enrolling - Phase 1b
study of savolitinib (600mg daily) monotherapy
and in combination with durvalumab (anti-PD-L1)
in both PRCC and ccRCC patients (U.K,) - A Phase Ib
dose finding study began in 2016, named the
CALYPSO study, at St. Bartholomew's Hospital in
London, to assess safety/tolerability of savolitinib
and durvalumab combination therapy as well
as preliminary efficacy of the savolitinib as a
monotherapy or combination therapy in several
(-Met-driven kidney cancer patient populations.
During 2016, the dose-finding section of the
CALYPSO study successfully established the
combination dose of savolitinib and durvalumab and
the study has now moved on to the expansion stage
in CCRCC patients to further explore efficacy.

Savolitinib - Lung cancer: Savolitinib's largest
market opportunity. Five active studies underway.

Stuady 6 - Enrolling - Phase Il expansion NSCLC (second-
line), EGFR TKI refractory, savolitinib (600mg QD) in
combination with Tagrisso® (Global) - In June 2015,
we presented the TATTON Phase | dose finding
study at ASCO, reporting a 55% ORR and 100% DCR
among Iressa® or Tarceva® refractory T790M+/-




Savolitinib - NSCLC Phase II:
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[1] In xenograft model H820, with EGFRm, T790M+ and MET CN gain. D'Cruz CM et al, #761 Preclinical data
for changing the paradigm of treating drug resistance in NSCLC: Novel combinations of AZD6094, a
selective MET inhibitor, and AZD9291 an irreversible, selective (EGFRm and T790M) EGFR TKI; American
Association of Cancer Research Annual Meeting, April 19, 2015.

patients, meaning that the patient's T790M status
was known. Since then we have continued to enroll
patients to confirm safety and efficacy and to further
define the molecular types that benefit from the
combination therapy. We have now initiated a global
Phase Il expansion study in second-line NSCLC, for
which Astrazeneca paid Chi-Med a $10 million
milestone in mid-2016, aiming to recruit 25 further
(-Met gene amplified and T790M-patients. We target
to complete this Phase Il expansion study in 2017,
and if ORR and duration of response are in line
with what we have seen to date, we will consider
moving to a pivotal global Phase IIl study and
seeking potential U.S. FDA Breakthrough Therapy
designation. In this second-line EGFR TKI refractory
NSCLC population, c-Met-driven disease exists in
15-20% of patients or approximately 35,000-40,000
new patients per year globally.

Study 7 - Enrolling - Phase Il NSCLC (third-line),
EGFR/T790M TKi-refractory, savolitinib (600mg QD)
in combination with Tagrisso® (Global) - A second
study arm has begun enrollment for a Phase I trial
to evaluate the use of savolitinib in combination with
Tagrisso® in patients with ¢-Met gene amplification
who have progressed following treatment with

Tagrisso® (i.e. T790M+/c-Met+). Data presented
in June 2016 at ASCO (rociletinib) suggested that
in this third-line EGFR/T790M TKI-resistant NSCLC
population about 18% of patients harbor c-Met
gene amplification.

Operations Review -

Study 8 - Enrolling - Phase Il NSCLC (second-line),
EGFR TKI-refractory, savolitinib (600mg QD) in
combination with Iressa® (China) - We will complete
this Phase Il study and present results during 2017.

Study 9 and Study 10 - Enrolling - Phase Il ¢-Met-
driven NSCLC (first-line) savolitinib (600mg QD)
monotherapy (China) - Phase 11 studies of savolitinib
are also ongoing in first-line NSCLC and PSC patients,
focusing on patients with c-Met Exon-14 skipping.

Savolitinib - Gastric cancer: Three active Phase Ib
gastric cancer clinical studies in China and a multi-
arm Phase Ib study, named the VIKTORY study, being
run at Samsung Medical Center in South Korea.

Study 11 - Enrolling - Phase Ib gastric cancer,
savolitinib monotherapy, patients with c-Met gene
amplification (South Korea/China) - Phase Ib study
of savolitinib is ongoing, and to date we have seen
promising preliminary clinical efficacy in the roughly
5-10% of gastric cancer patients that harbor ¢-Met
gene amplification.

Savolitinib - Gastric Cancer Phase Ib:
VIKTORY trial - 34-year old male; surgery ruled-out; failed 4-cycles XELOX.

Baseline
PET CT...

k]

g

"

.
Jeeyun Lee, AACR 2016.

... after

savolitinib
600mg.

17



] 8 HUTCHISON CHINA MEDITECH LIMITED 2016 Annual Report

Fruquintinib - 3L Colorectal Cancer Phase II:
Progression Free Survival "

100 Fruquintinib Placebo
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[1] Median PFS = Local Physician Assessment - mPFS under Blinded Independent Clinical

Review 3.7 mo. vs. 1.0 mo.

Study 12 and Stuay 13 - Enrolling - Phase Ib studies
of savolitinib (600mg QD) in combination with
Taxotere® in c-Met over-expression or c-Met gene
amplification gastric cancer (South Korea/china) -
Phase Ib dose finding studies are underway to
assess safety/tolerability of savolitinib and Taxotere®
combination as well as preliminary efficacy of the
savolitinib monotherapy and combination therapy
in the approximately 40% of gastric cancer patients
harboring c-Met over-expression.

Fruquintinib (HMPL-013): Fruquintinib is a highly
selective and potent oral inhibitor of VEGFR 1/2/3
that was designed to be a global best-in-class
VEGFR inhibitor for many types of solid tumors.
Fruquintinib's unique kinase selectivity has been
shown to reduce off-target toxicity thereby allowing

for full VEGFR inhibition 24-hours a day, as well
as possible use in combination with other TKIs
and chemotherapy in earlier lines of treatment.
We believe these are points of meaningful
differentiation compared to other approved small
molecule VEGFR inhibitors, such as Sutent®, Nexavar®
(sorafenib) and Stivarga® (regorafenib). In addition
to the FRESCO study in third-line CRC in China, we
are also enrolling FALUCA, a pivotal Phase Il study
of fruquintinib in third-line NSCLC, and are in final
planning on a Phase Il study of fruquintinib in
combination with Taxol® in the second-line setting
for gastric cancer. Furthermore, a Phase Il study
of fruguintinib in combination with Iressa® in first-
line EGFR-mutant NSCLC began in early 2017 and a
Phase | study of fruquintinib in the U.S. is set to start
this year.

Study 14 - Primary and secondary endpoints
met - Phase Il study in CRC (third-line or above),
fruguintinib monotherapy (China) - The FRESCO
study, is a pivotal Phase 1l study in 416 patients with
locally advanced or metastatic CRC who have failed
at least two prior systemic chemotherapies. Patients
were randomized at a 2:1 ratio to receive either 5mg
of fruquintinib QD orally, on a 3 weeks on/1 week off
cycle, plus best supportive care or placebo plus best
supportive care. FRESCO met its primary endpoint
(0S) as well as secondary endpoints (PFS, ORR and
DCR) and fruquintinib was well tolerated in FRESCO
with no unexpected safety events. We now intend
to present the full FRESCO data set and are on-track
to submit fruquintinib's NDA to the China FDA by
mid-2017. Subject to approvals, we expect
fruquintinib will launch in China in 2018 thereby
benefiting the approximately 50,000-60,000
new third-line CRC patients per year across China.
We believe that fruquintinib in third-line CRC
has approximately $110-160 million peak sales
potential, and based on the terms of our agreement
with Lilly, this would equate to about $20-35
million in incremental net income to Chi-Med. The
basis of these estimates are Phase Il level median
PFS; wholesaler acquisition cost similar to that of
TKIs in China; the above estimated incidence of
third-line CRC; and estimated eventual penetration to
20-30% of these patients. A relevant cross-reference
point for the estimate of fruquintinib's third-line
CRC potential peak sales in China is apatinib, a
multi-kinase VEGFR inhibitor approved in China
in third-line gastric cancer (a similar sized patient
population to third-line CRQ), of over $100 million
in 2016, its first full year post launch - we believe
apatinib's rapid growth is aided by off-label usage
beyond third-line gastric cancer due to the current
lack of therapeutic alternatives in third-line NSCLC
and third-line CRCin China.




Fruquintinib - 3L NSCLC Phase II:
Progression Free Survival
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Study 15 - Enrolling - Phase 11l NSCLC third-
line fruquintinib monotherapy (China) - In
December 2016, we presented positive Phase Il
results in third-line NSCLC patients, which showed
median PFS of 3.8 months for the fruquintinib group
compared to 1.1 months for the placebo group
(hazard ratio=0.27, p<0.001); an ORR of 16.4%
for the fruquintinib group compared to 0% for the
placebo group (p=0.02); a DCR of the fruquintinib
group significantly higher than that of the placebo
group with a difference of 53.8% (36.3, 71.4; 95%
(l, p<0.001). Fruquintinib was well tolerated with
treatment related Grade =3 AEs, with »5% incidence,
associated with fruquintinib of hypertension
(8.2%). In December 2015, we initiated the
FALUCA study in China, which is a pivotal Phase IlI
study in advanced non-squamous NSCLC patients
who have failed two prior systemic chemotherapies.
Patients are randomized at a 2:1 ratio to receive
either 5mg of fruquintinib orally once per day, on
a 3 weeks on/1 week off cycle plus best supportive

care, or placebo plus best supportive care. The
primary endpoint is 0S, with secondary endpoints
including PFS, ORR, DCR and duration of response.
We expect to complete FALUCA enrollment in 2017
and reach 0S endpoint maturity by 2018. There are
approximately 60,000-70,000 new third-line NSCLC
patients per year in China.

Study 16 - Enrolling - Phase Il stuay of fruquintinib in
combination with Iressa® in first-line NSCLC (China) -
In January 2017, we initiated a multi-center,
single-arm, open-label Phase Il study of fruquintinib
in combination with Iressa® in the first-line setting for
patients with advanced or metastatic NSCLC with EGFR
activating mutations. The objectives of the Phase II
study are to evaluate the safety and tolerability as well
as preliminary efficacy of the combination therapy.

Study 17 - Planning - Phase | fruquintinib
monotherapy in advanced solid tumors (U.S.,) - Our
U.S. FDA IND was cleared on fruquintinib in late

Operations Review -

2016. A Phase | study in Caucasian cancer patients is
now set to begin in the U.S. in 2017.

Stuay 18 - Completed (now progressing to Phase lll)
- Phase Ib stuay of fruquintinib in combination with
Taxol® in gastric cancer (second-line) (China) - In
early 2017, we presented results of an open label,
multi-center Phase Ib dose finding/expansion study
of fruquintinib in combination with Taxol® in second-
line gastric cancer. A total of 32 patients were
enrolled in the study and the recommended phase Il
dose (“RP2D") of fruquintinib was determined to
be 4mg QD 3 weeks on/1 week off in combination
with 80mg/m2 weekly of Taxol®. A total of 28 of 32
patients were efficacy evaluable with an ORR of 36%
and a DCR of 68%. At fruquintinib RP2D, =16 week
PFS was 50% and =7 month 0S was 50%. Tolerability
of the RP2D combination was as expected
with treatment related Grade =3 AEs, with »5%
incidence, of neutropenia (41%), leukopenia (28%),
decreased hemoglobin (6%), hand-foot syndrome
(6%), neurophlegmon (6%), and hypertension
(6%), with higher frequencies in the 4mg cohort as
compared with lower doses and with neutropenia
and leukopenia being common Taxol® AEs. The
combination regime resulted in a ~30% increase
in Taxol® exposure in patients, indicating potential
adjust down Taxol® dose in future development.
Based on Phase Ib data, we plan to move directly
into a Phase IIl registration trial in China in 2017.
There are approximately 250,000-300,000 new
second-line gastric cancer patients per year in China.
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Sulfatinib’'s unique angio-immuno kinase profile & MoA" activates &
enhances the body's immune system, namely T-cells, via VEGFR/FGFR
while inhibiting the production of macrophages (CSF-1R) which cloak

cancer cells.

FGFR

Antigen release
(activates T-cells)

[1] MoA = Mechanism of Action

Sulfatinib (HMPL-012): Sulfatinib is an oral
drug candidate with a unique angio-immuno
kinase profile which we believe activates and
effectively enhances the body's immune system,
specifically T-cells, via VEGFR/FGFR and (SF-1R
inhibition. Importantly, in 2016 we presented
pre-clinical data for the first time that show
sulfatinib, in addition to VEGFR and FGFR1, is a
potent inhibitor of CSF-1R, a signaling pathway
involved in blocking the activation of tumor-
associated macrophages, which cloak cancer cells
from attack from T-cells. Our Phase | clinical data

VEGFR / FGFR
Anti-angiogenesis
(minimizes T-cell
loss/seepage)

Blocks negative regulators

N (suppresses macrophage cloak)

in 21 NET patients reported strong efficacy in
terms of ORR (»30%) and PFS (»18 months) across
a broad spectrum of NET sub-types. These Phase
| data compared favorably to the less than 10%
ORR and 11.4 month median PFS for Sutent® and
Afinitor®, the two approved single agent therapies
for pancreatic NET. Sulfatinib is the first oncology
candidate that we have taken through proof-
of-concept in China and subsequently started
clinical development in the U.S. We are currently
conducting six clinical studies and retain all rights
to sulfatinib worldwide.

Last week at the European Neuroendocrine Tumor
Society conference we reported the results of an open-
label, single-arm Phase I study in China to assess the
efficacy and safety of sulfatinib 300mg QD monotherapy
in patients with advanced grade 1 or 2 NETS. A total of
81 patients (41 pancreatic NET and 40 extra-pancreatic
NET) were enrolled. The majority of patients had grade
2 disease (79%) and had failed previous systemic
treatments (69%). As of January 2017, 13 patients had
confirmed PR and 61 patients had stable disease (“SD")
corresponding to an overall ORR of 16.0% (13/81), with
17.1% (7/41) in pancreatic NET and 15.0% (6/40) in extra-



Sulfatinib - China NET Phase II:

Progression Free survival

100% 7

80% 1

60% | 1—‘_\_H

PFS Probability
B
£

li

0 3 6 9 12 15 18 21
Time (months)

All NET
Pancreatic NET
Non-pancreatic NET

N
=]
ES

=}
R

pancreatic NET, and an overall DCR of 91.4%. Median
overall PFS has not been reached, but is estimated
to be 16.6 months (95% Cl: 13.6, 19.4) with longer
median PFS in pancreatic NET estimated at 19.4
months and shorter median PFS in extra-pancreatic
NET estimated at 13.4 months. Importantly, in the
context of our potential global development strategy,
there were twelve patients who had progressed after
treatment with targeted therapies (e.g. Sutent® and
Afinitor®) and all benefited from sulfatinib treatment (3
PRs and 9 SDs). Sulfatinib was well tolerated with Grade
=3 AES, with »5% incidence, regardless of causality of
hypertension (31%), proteinuria (14%), hyperuricemia
(10%), hypertriglyceridemia (9%), diarrhea (7%) and ALT
increase (6%). Based on the above promising Phase | and
Phase Il efficacy data and tolerability in patients with
advanced NETs, two randomized Phase Il trials (Studies
19 and 20 below) are ongoing.

PDs or

Median PFS Deaths

(months) (% pts)

All NET 16.6m 51.9%

(n=81) (13.4,19.4)  (42/81)
P-NET C 19.4m) C 39.0%

(n=41) (13.8722.1)  (16/41)

Non-P 13.4m 65.0%

NET (n=40) (7.6, 16.7) (26/40)

Data has yet to reach maturity - data cut-off
as of Jan 20, 2017.

Study 19 - Enrolling - Phase Ill pancreatic NET
sulfatinib monotherapy (China) - In March 2016, we
initiated the SANET-p study, which is a pivotal Phase
11l study in patients with low- or intermediate-
grade, advanced pancreatic NET. Patients are
randomized at a 2:1 ratio to receive either 300mg
of sulfatinib orally QD, or placebo, on a 28-day
treatment cycle. The primary endpoint is PFS, with
secondary endpoints including ORR, DCR, time to
response, duration of response, 0S, safety and
tolerability. We expect to complete enroliment
in 2018 and present top-line results in 2019. If
the SANET-p Phase Il data is consistent with the
17.1% ORR and estimated 19.4 month median PFS
reported in the above Phase Il study, the benefit to
the approximately 5,000-6,000 new pancreatic NET
patients per year in China will be significant over
their current treatment options.

Sulfatinib - China NET Phase II:
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Study 20 - Enrolling - Phase Il extra-pancreatic
NET sulfatinib monotherapy (China) - \n December
2015, we initiated the SANET-ep study, which is
a pivotal Phase Il study in patients with low- or
intermediate-grade advanced extra-pancreatic NET.
Patients are randomized at a 2:1 ratio to receive
either 300mg of sulfatinib orally QD, or placebo,
on a 28-day treatment cycle. The primary endpoint
is PFS, with secondary endpoints including ORR,
DCR, time to response, duration of response, 0S,
safety and tolerability. We expect to complete
enroliment in 2018 and present top-line results in
2019. If the SANET-ep Phase Il data is consistent
with the 15.0% ORR and estimated 13.5 month
median PFS reported in the above Phase Il study, the
benefit to the approximately 50,000-60,000 new
non-pancreatic NET patients per year in China will
also be highly significant over their current limited
treatment alternatives.

Study 21 - Enrolling - Phase [ sulfatinib monotherapy
in advanced solid tumors (U.S.) - A Phase | study
in Caucasian cancer patients began in the U.S. in
November 2015. We are currently in the 300mg
QD cohort and expect to complete dose escalation
shortly. Once the RP2D among Caucasian patients is
established, we intend to begin full development in
several tumor types in 2017.

Study 22 and Study 23 - Enrolling - Phase Il study in
recurrent/refractory thyroid cancer patients (China) -
In March 2016, we began a Phase Il proof-of-
concept study in patients with recurrent/refractory
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Epitinib Phase IbM - monotherapy in EGFRmM+ NSCLC medullary or differentiated thyroid cancer and have
patients - efficacy in lung in-line with Iressa®/Tarceya®  °bserved encouraging early efficacy in this open

label study in China where there are few safe and

. " effective treatment options. We target to present
EGFRTKI naive EGFRTKI naive
_ excl. ¢-MET +ve (N=19) preliminary Phase Il data in late 2017.

Objective Response Rate  61.9% (13/21)% 68.4% \13/19)*

40 Disease Control Rate 90.5% (19221)*  \100.0% A19/19)" Study 24 - Enrolling - Phase Il study in
30 chemotherapy refractory biliary tract cancer patients
D (China) - In January 2017, we began a Phase I

S0 il Bt '."EG'F;}K'I pre-treated proof-of-concept study in patients with biliary tract
104 Il EGFRTKI Naive cancer, a heterogeneous group of rare, but fatal,
I EGFRTKI Nalve ¢-MET +ve malignancies arising from the biliary tract epithelia.

Gemcitabine is the current approved first-line
therapy for the approximately 18,000 new biliary
tract cancer patients per year in the U.S. (National
Cancer Institute), but median survival is less than
12 months for patients with unresectable or
metastatic disease at diagnosis. As a result, we see
a major unmet medical need for patients who have
progressed on gemcitabine, and sulfatinib may offer
a new targeted treatment option in this tumor type.
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Note: The two EGFR TKI
=0 naive patients that
progressed were c-MET +ve pRon
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Epitinib (HMPL-813): A significant portion of

[1] Dose expansion stage - data cut-off as of Sept 20, 2016, patients, estimated at approximately 50%, with
M ) . . .

unconfirmed mn‘@/ response, due tq no funhe[assessmentat cut-off date; NSCLC go on to develop brain metastasis. Patients
*Includes both confirmed and unconfirmed partial responses,

N c-MET amplification/high expression identified. with brain metastasis suffer from poor prognosis

with a median 0S of less than 6 months and low

e . uality of life with limited treatment options. Epitinib
Epitinib - Phase Ib: quaty ptions. £p

is a potent and highly selective oral EGFR inhibitor
which has demonstrated brain penetration and
efficacy in pre-clinical and now clinical studies. EGFR
inhibitors have revolutionized the treatment of NSCLC
with EGFR activating mutations. However, approved
EGFR inhibitors such as Iressa® and Tarceva® cannot
penetrate the blood-brain barrier effectively, leaving
the majority of patients with brain metastasis, which
total approximately 60,000-70,000 new patients per
year in China, without an effective targeted therapy.

Brain Baseline +28 days We currently retain all rights to epitinib worldwide.

N .
a . . = \ Study 25 - Continues to enroll (now progressing to

Lung Baseline +28 days

S
o
=
=2
[S)
[
o
<]
>
N~
LN

Phase Ill) - Phase Ib epitinib monotherapy in NSCLC
patients with activating EGFR-mutation positive with
brain metastasis (China) - In December 2016 we
presented the results of an open label, multi-center
Phase | dose expansion study. A total of 34 patients

&




(13 EGFR TKI pretreated and 21 EGFR TKI treatment
naive) were efficacy evaluable with an ORR of 38%
(13/34), including 3 unconfirmed responses. All
confirmed and unconfirmed responses occurred in
EGFR TKI treatment naive patients resulting in an
ORR of 62% (13/21) and in the 11 EGFR TKI naive
patients who also had measurable brain metastasis
(lesion diametery 10 mm per RECIST 1.1), the ORR
was 64% (7/11). Furthermore, when the two patients
with c-Met gene amplification were excluded,
epitinib ORR increased to 68% (13/19) in EGFR TKI
treatment naive patients and 70% (7/10) of those
patients who also had measurable brain metastasis.
Epitinib was well tolerated with treatment related
Grade =3 AEs, with »5% incidence, associated with
epitinib of elevations in ALT (19%), gamma-GGT
(11%), elevations in AST (11%), hyperuricemia (5%)
and skin rash (5%). Based on these encouraging data,
and driven by the major unmet medical need, we
are now planning to start a Phase Il pivotal study
of epitinib in EGFR mutant NSCLC patients with brain
metastasis in China in 2017.

Study 26 - Phase Il study in glioblastoma -
Glioblastoma is a primary brain cancer that harbors
Nigh levels of EGFR gene amplification. Planning
is underway to start a Phase Il study in China
during 2017.

Theliatinib (HMPL-309): Like epitinib, theliatinib is
a novel molecule EGFR inhibitor under investigation
for the treatment of solid tumors. Tumors with wild-
type EGFR activation, for instance, through gene
amplification or protein over-expression, are less
sensitive to current EGFR TKIS, Iressa® and Tarceva®,
due to sub-optimal binding affinity. Theliatinib has
been designed with strong affinity to the wild-type
EGFR kinase and has been shown to be five to ten
times more potent than Tarceva®. Consequently,
we believe that theliatinib could benefit patients
with esophageal and head and neck cancer, tumor-

Operations Review -

Theliatinib Phase | - monotherapy in wild-type

EGFR NSCLC

CASE STUDY - EGFR protein over expression

B A 62-year old man, diagnosed with stage IV esophageal squamous cell
cancer cT3NOM1with liver metastasis on May 4, 2016.

m High protein overexpression - EGFR IHC local test: » 75% of tumor cells 3+.

W Previous anti-cancer treatments: May 4, 2016 to September 23, 2016 -
nimotuzumab/placebo + paclitaxel + cisplatin - six cycles with best
tumor response: disease progression.
October 11, 2016 began theliatinib 400mg daily treatment.
December 12,2016 - Cycle 3 Day 1 (C3D1) tumor assessment. Target
lesion (liver metastasis) shrank -33% (36mm to 23mm diameter) -

unconfirmed partial response.

Withdrew from study on January 23, 2017 due to AEs - Grade 1
(diarrhea/pruritus/dental ulcer) Grade 2 (epifolliculitis/dermatitis).

9/23/2016Baseline

8’;

types with a high incidence of wild-type EGFR
activation. We currently retain all rights to
theliatinib worldwide.

Study 27 - Enrolling - Phase | study of theliatinib
monotherapy in wild-type EGFR NSCLC (China) - We
are conducting an open-label Phase | dose escalation
study that has completed eight once-daily dose
cohorts. While the maximum tolerated dose has not
yet been reached and dose escalation is continuing,

12/12/2016-C3Did

efficacy has been observed with an unconfirmed PR
in an esophageal cancer patient with a high level of
EGFR protein expression.

Stuay 28 - Enrolling - Phase Ib expansion theliatinib
monotherapy in esophageal cancer (China) -
January 2017, we began a Phase Ib proof-of-
concept expansion study of theliatinib 300mg
QD dose in esophageal cancer patients with EGFR
protein over-expression or gene amplification.
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HMPL-523: HMPL-523 is a potential global first-
in-class oral inhibitor targeting Syk, a key protein
involved in B-cell signaling. Modulation of the B-cell
signaling system has proven significant potential
for the treatment of certain chronic autoimmune
diseases, such as rheumatoid arthritis as well as
hematological cancers. We believe HMPL-523, as
an oral drug candidate, has important advantages
over intravenous monoclonal antibody immune
modulators in rheumatoid arthritis in that small
molecule compounds clear the system faster,
thereby reducing the risk of infections from
sustained suppression of the immune system.

Study 29 and Study 30 - Complete (progressing
to Phase 1) - Phase | study (healthy volunteers)
(Australia/china) - In November 2016, we presented
results of our Phase | dose escalation study on
HMPL-523 in healthy volunteers. We successfully
completed ten single dose cohorts, from 5mg QD
through to 800mg QD; and three multiple dose

cohorts, from 200mg QD through 400mg QD for
14 days. A total of 118 adult male healthy subjects
were enrolled at baseline and 114 (96.6%) subjects
completed the study. A total of 83 treatment
emergent AEs were reported with 38.9% in the
HMPL-523 groups, and 32.1% in the placebo groups,
respectively. Two SAEs were reported in the Phase |
study and when HMPL-523 was discontinued in
those subjects the SAEs were resolved. Off-target
toxicities such as diarrhea and hypertension, which
led to the failure of the first-generation Syk inhibitor
fostamatinib, were not observed.

In an ex-vivo human whole blood pharmacodynamic
("PD") assay, HMPL-523 inhibited anti-IgE-induced
basophil activation (CD63+) in a concentration-
dependent manner with an estimated half maximal
effective concentration (EC50) of 47.70ng/mL.
Systemic exposure of HMPL-523 was increased up
to 1.5 fold when administered in a fed condition
compared to a fasted condition, indicating that food

consumption increases the relative bioavailability
of HMPL-523. Human PK exposures at 200mg QD
and above can be expected to provide the target
coverage required for clinical efficacy based on
the preclinical PK/PD analysis and as a result, a
multiple-dose regimen of 300mg or less of
HMPL-523, administered QD, is the RP2D for clinical
trials in autoimmune diseases. We have submitted
our U.S. immunology IND application and engaged
with the U.S. FDA around our plan for development
in rheumatoid arthritis, we are now preparing
for submission of additional data to the U.S. FDA
after which we will consider our U.S. development
strategy in immunology.

Study 31 and Study 32 - Enrolling - Phase [ study
of HMPL-523 in hematological cancer (second/
third-line) (Australia/China) - In early 2016,
we initiated a Phase | dose escalation study of
HMPL-523 in Australia in patients with relapsed
and/or refractory B-cell non-Hodgkin's lymphoma

HMPL-523 - Far superior selectivity to fostamatinib

Selectivity

Syk enzyme
JAK1,2,3 enzyme
FGFR1,2,3

FLT3 enzyme

LYN enzyme

Ret enzyme

KDR enzyme

KDR cell

HMPL-523 IC,, (NM)
25:+5 (n=10)*
»300, 5300, >300%
3,000, 3,000, 53,000
63*
921*
»3,000%
390 + 38 (n=3)*
5,501 1,607 (n=3)*

* HMPL data and Eun-ho Lee, 2011, ** Birth Defects Research (Part A) 2009, 85. 130-6.

fostamatinib IC,, (NM)

54+16 (n=10)*
120, 30, 480*
89, 22,32*
9*

160*

5**

612 (n=3)*
422 +126 (n=3)*




or chronic lymphocytic leukemia for whom there
is no standard therapy. We have completed the
100mg, 200mg, 400mg, 600mg QD cohorts and
are now in the 800mg dose level in Australia. In
mid-2016, we received clearance from the China
FDA on our hematological cancer IND application
and as a result, in January 2017, we started Phase |
dose escalation in B-cell non-Hodgkin's lymphoma
or chronic lymphocytic leukemia patients in China.
Once our maximum tolerated dose or RP2D is
reached, we intend to expand into proof-of-concept
Phase Ib/II study with several cohorts of tumor
sub-types as either monotherapy or in combination
with other therapies hoping in both cases to produce
preliminary proof-of-concept data on HMPL-523
in hematological cancer during 2017. We base our
hope to reach this objective in 2017 on the strong
efficacy (albeit suboptimal safety) reported on
Gilead's Syk inhibitor Entospletinib in 2016.

HMPL-689: HMPL-689 is a novel, highly selective
and potent small molecule inhibitor targeting
the isoform PI3Ks, a key component in the B-cell
receptor signaling pathway. We have designed
HMPL-689 with superior PI3Ks isoform selectivity,
in particular to not inhibit PI3Ky (gamma), to
minimize the risk of serious infection caused by
immune suppression. HMPL-689's strong potency,
particularly at the whole blood level, also allows
for reduced daily doses to minimize compound

related toxicity, such as the high level of liver toxicity
observed with the first generation PI3K& inhibitor
Zydelig®. HMPL-689's PK properties have been
found to be favorable with expected good oral
absorption, moderate tissue distribution and low
clearance in preclinical PK studies. We also expect
HMPL-689 will have low risk of drug accumulation
and drug-to-drug interaction. Given this, we believe
that HMPL-689 has the potential to be a global
best-in-class PI3K& agent. We currently retain all
rights to HMPL-689 worldwide.

Study 33 and Study 34 - Complete - Phase | dose
escalation study in healthy volunteers (Australia) - In
2016, we completed a Phase | dose escalation study
in healthy adult volunteers to evaluate HMPL-689's
PK and safety profile following single oral dosing.
Results were as expected with linear PK properties
and good safety profile. Detailed Phase | data will
be presented at a scientific conference in 2017. we
have now received IND clearance in China and plan
to initiate a Phase | dose escalation and expansion
study in patients with hematologic malignancies
in2017.

HMPL-453: HMPL-453 is a potential first-in-class
novel, highly selective and potent small molecule
that targets FGFR 1/2/3, a sub-family of receptor
tyrosine kinases. Aberrant FGFR signaling has
been found to be a driving force in tumor growth
(through tissue growth and repair), promotion of
angiogenesis and resistance to anti-tumor therapies.
To date, there are no approved therapies specifically
targeting the FGFR signaling pathway. In pre-clinical
studies, HMPL-453 demonstrated superior kinase
selectivity and safety profile as well as strong anti-
tumor potency, as compared to drug candidates in
the same class. Abnormal FGFR gene alterations are
believed to be the drivers of tumor cell proliferation

Operations Review -

in several solid tumor settings. We currently retain all
rights to HMPL-453 worldwide.

Study 35 and Study 36 - Enrolling - Phase | dose
escalation (Australia and China) - In February 2017,
we announced the initiation of a first-in-human
Phase | dose escalation study in Australia to evaluate
safety, tolerability, PK and preliminary anti-tumor
activity in patients with advanced or metastatic solid
tumors, who have failed or cannot tolerate standard
therapies or for whom no standard therapies exist. In
late 2016, we received IND clearance for HMPL-453
in China where we are now preparing to initiate a
Phase | dose escalation study in solid tumor patients
and expect first patient dose in Q2 2017.

HM004-6599: HMPL-004 is a proprietary botanical
drug for the treatment of inflammatory bowel
diseases, which we are developing through NSP, a
50/50 joint venture with Nestlé. We are working with
Nestlé to prepare an IND application for HM004-
6599 which we expect to submit in China in 2017.
HMO004-6599 is an enriched/purified re-formulation
of HMPL-004, our drug candidate that reported
positive Phase Il results in ulcerative colitis in 2010
but then went on to prove futile in an interim analysis
of the subsequent Phase I1l study in 2014. We believe
that re-formulation should effectively address the
primary reasons for the results of the Phase 1l study.
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commercial Platform

A powerful Prescription Drugs commercial Platform in China

NORTH
Pop'n:

320m (23%)

WEST
Pop'n:

100m (7%) Pop'n:  393m (28%)

CENTRAL-SOUTH
Pop'n: 383m (28%)

SOUTHWEST
Pop'n:  190m (14%)

Notes: 2010 Population - China State Census; CV = Cardiovascular: CNS = Central nervous system.
Chi-Med Rx sales team data = December 31,2016.

o National Coverage:
20] 6 Sales - -300 cities & towns.
~18,700 hospitals.
U S $ 3 7 2 " 3 m -~87,000 doctors.
UD +30% About 2,200 Rx sales people.

New team of 143 CNS reps built since 2015.

* Sales of Prescription Drugs subsidiary and non-consolidated
Joint venture.



COMMERCIAL PLATFORM

In 2016, sales of our Commercial Platform's
subsidiaries grew by 43% to $180.9 million (2015:
$126.2m), and sales of our Commercial Platform's
non-consolidated joint ventures, SHPL and HBYS,
grew by 14% to $446.5 million (2015: $392.7m)
resulting in consolidated net income attributable
to Chi-Med from our Commercial Platform which
increased by 180% to $70.3 million (2015: $25.2m).

During 2016, Chi-Med booked a one-time gain of
$40.4 million resulting from land compensation
paid by the Shanghai government to SHPL. Adjusted
consolidated net income attributable to Chi-Med
from our Commercial Platform grew by 19% to
$29.9 million (2015: $25.2m) which excludes a one-
time property gain. These results were particularly
encouraging given the weakening of the Chinese
RMB which reduced both our top- and bottom-
line growth rates by over -6% in U.S. dollar terms
during 2076.

The Commercial Platform, which has been built over
the past 16 years, is focused on two core business
areas. The first area is our Prescription Drugs
business, a high margin/profit business operated
through our joint ventures SHPL and Hutchison
Sinopharm, in which we nominate management
and run the day-to-day operations. Our Prescription
Drugs business is a platform that we plan to use to
launch our un-partnered drug candidates, such as
sulfatinib, epitinib, theliatinib, HMPL-523, HMPL-689
and HMPL-453 once approved in China. The second
area is our Consumer Health business, which is
a profitable and cash flow generating business

selling primarily market-leading household-
name OTC pharmaceutical products through our
non-consolidated joint venture HBYS.

Prescription Drugs business:

In 2016, sales of our Prescription Drugs subsidiary
grew by 42% to $149.9 million (2015: $105.5m),
and sales of our non-consolidated Prescription Drugs
joint venture (SHPL) grew by 23% to $222.4 million
(2015: $181.1m) and consolidated net income
attributable to Chi-Med from our Prescription
Drugs business increased by 284% to $61.1 million
(2015: $15.9m). Adjusted consolidated net income
attributable to Chi-Med grew 30% to $20.7 million
(2015: $15.9m) representing 69% of our overall
Commercial Platform net income which excludes a
one-time property gain.

SHPL: Our own-brand Prescription Drugs business,
operated through our non-consolidated joint venture
SHPL, continues to perform well with 23% sales
growth, primarily fueled by growth in sales of SXBX
pill, leading to a 27% increase in net income after tax
of $39.7 million (2015: $31.3m) excluding property
compensation. Including the one-time gain of
$80.8 million resulting from property compensation
paid by the Shanghai government, SHPL recorded
a 285% increase in net income after tax to
$120.5 million (2015: $31.3m). Our 50% shareholding
in SHPL therefore resulted in consolidated net income
attributable to Chi-Med during 2016 of $60.3 million
(2015: $15.7m).

SXBX pill: SHPL's key product is SXBX pill, an oral
vasodilator and pro-angiogenesis prescription

Operations Review -

therapy approved to treat coronary artery disease,
which includes stable/unstable angina, myocardial
infarction and sudden cardiac death. There are over
1 million deaths due to coronary artery disease per
year in China, with this number set to rise due to
an aging population with high levels of smoking
(34% of adults), increasing levels of obesity (28% of
adults overweight) and hypertension (26% of adults).
SXBX pill is the third largest botanical prescription
drug in this indication in China, with a 12% national
market share. Sales of SXBX pill have grown more
than twenty-fold since 2001, including 23% in 2016
to $195.4 million (2015: $159.3m) as a result of
continued geographical expansion of sales coverage.

SXBX pill is protected by a formulation patent that
expires in 2029 and is one of less than two dozen
proprietary prescription drugs represented on China's
National Essential Medicines List, which means that
all Chinese state-owned health care institutions
are required to carry the drug. SXBX pill is a low-
cost drug, fully reimbursed in all provinces in China,
listed on China's Low Price Drug List (“LPDL") with
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commercial Platform

an average daily cost of RMB3.50, or approximately
$0.50. In the coming years, we anticipate stable
growth in sales of SXBX pill given the strength of its
proposition, head-room to potentially increase price
under the LPDL and the expected expansion of the
coronary artery disease market in China driven by
an aging population and trends in diet leading to
increasing obesity.

The SHPL operation is large-scale in both the
commercial and manufacturing areas. The
commercial team now has about 2,200 medical sales
representatives which allows for the promotion and
scientific detailing of our prescription drug products
not just in hospitals in provincial capitals and medium-
sized cities, but also in the majority of county-level
hospitals in China. In late 2016, SHPL transitioned to
a new, Good Manufacturing Practice-certified factory
located 40 kilometers south of Shanghai, which
holds 74 drug product manufacturing licenses and
is operated by over 500 manufacturing staff. The
move to this new higher capacity factory allowed

SHPL to return the land use rights of its old factory
located 12 kilometers from the center of Shanghai.
As compensation for returning the old factory's land
use rights, the local government has paid SHPL cash
and subsidies totaling about $113 million. As at
December 31, 2016, SHPL had received $103 million
in cash thereby allowing the Chi-Med Group to record
the aforementioned one-time gain of $40.4 million
in 2016. The remaining $10 million was received
in February 2017 and now the Chi-Med Group
will likely receive a dividend of about $40 million
from SHPL.

Hutchison Sinopharm: Our Prescription Drugs
commercial services business, which is operated
through Hutchison Sinopharm, focuses on providing
logistics services to, and distributing and marketing
prescription drugs manufactured by, third-party
pharmaceutical companies in China. In 2016,
Hutchison Sinopharm made good progress with
sales up 42% to $149.9 million (2015: $105.5m) as
a result of full period consolidation of the Seroquel®

business versus just eight months in 2015. Hutchison
Sinopharm is migrating its operation towards being
a higher maragin, full-service, third-party prescription
drugs commercial services company in China. In
2016, Hutchison Sinopharm invested in expanding
its commercial team to support the exclusive deals
on Seroquel® (Astrazeneca) and Concor® (Merck
Serono) as well as the full take-back of the Chi-Med
owned Zhi Ling Tong brand infant nutrition business
from a third-party distributor. Regulatory reform
in the China pharmaceutical industry, expected
to be announced in 2017, appears that it might
limit the number of distributors allowed between
a manufacturer and each hospital to one, which
may affect the rate of sales growth of Hutchison
Sinopharmin 2017. As a result, sales growth
Guidance for Hutchison Sinopharm in 2017 has been
limited. This regulatory reform will have no impact
on Hutchison Sinopharm profitability or commercial
team expansion plans.

Seroquel®: Seroquel® (quetiapine tablets) is an
antipsychotic therapy approved for bi-polar
disorder and schizophrenia, conditions that are
underdiagnosed in China. Seroquel® holds an
approximately 5% market share in China's anti-
psychotic prescription drug market, and 46% of
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China's generic quetiapine market, primarily as
a result of being the first-mover and original
patent holder on quetiapine. Seroquel® is the
only brand in China to have an XR formulation
which provides it with competitive advantage
over quetiapine generics. In Q2 2015, Hutchison
Sinopharm became the exclusive first-tier
distributor to distribute and market Seroquel®
tablets in China, and subsequently built a team of
over 140 dedicated medical sales representatives
(2015: 100) to market Seroquel®. This led to sales
growth of 63% in 2016 to $34.4 million (2015:
$21.1m). We target double-digit growth in sales
of Seroquel® over the next several years due to
the XR formulation and expected expansion in
diagnosis and treatment of antipsychotic diseases
in China.

Concor®. Concor® (Bisoprolol tablets) is a cardiac
betal-receptor blocker, relieving hypertension and
reducing high blood pressure. Concor® is the number
two beta-blocker in China with an approximately
19% national market share. We control commercial

HBYS - New factory in Bozhou

operations in three pilot territories in China and
create synergy with our existing cardiovascular
medical sales team by detailing Concor® alongside
the SXBX pill on a fee-for-service basis. Sales of
Concor® in our territories grew by 43% in 2016
resulting in service fees of $1.4 million (2015:
$0.9m). We expect growth in these fees will be
driven by cardiovascular market expansion as well
as potential territorial expansion of Hutchison
Sinopharm’s activities.

Consumer Health business:

In 2016, sales of our Consumer Health subsidiaries
increased by 50% to $31.0 million (2015: $20.7m)
and sales of our non-consolidated Consumer
Health joint venture (HBYS) increased by 6% to
$224.1 million (2015: $211.6m). Consolidated net
income attributable to Chi-Med from our Consumer
Health business remained flat at $9.2 million (2015:
$9.3m) as a result of tight OTC capacity ahead of
our new factory opening in 2017, representing
319% of our overall Commercial Platform net income
attributable to Chi-Med in 2016 on an adjusted basis.
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Operations Review -

HBYS: Our OTC business operated through our non-
consolidated joint venture HBYS focuses on the
manufacture, marketing and distribution of market-
leading household-name OTC pharmaceutical
products and has been an important source of cash
for Chi-Med. HBYS sales have grown over five-fold
since its establishment in 2005 and, during this
period, HBYS has adopted a low-capex strategy
of expanding mainly through the use of contract
manufacturers. However, China FDA policy changes
in recent years have made contract manufacturing
more difficult, so HBYS recently moved to expand
in-house production capacity three-fold through
the establishment of a new factory in Bozhou.
The Bozhou factory is approaching completion
and is expected to commence operations in 2017,
however, supply constraints affected HBYS results in
2016 with its sales, as shown above, increasing by 6%
and leading to a 5% decline in net income after tax
of $20.4 million (2015: $21.4m). Our shareholding in
HBYS therefore resulted in consolidated net income
attributable to Chi-Med during 2016 of $8.2 million
(2015: $8.6m).
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Banlangen granules
Anti-viral cold/flu (0TC)

Fu Fang Dan Shen (“FFDS") tablets and Banlangen
granules: FFDS tablets (angina) and Banlangen
granules (anti-viral cold/flu) are generic OTC drugs
with leadership national market share in China of
32% and 51%, respectively. Sales in 2016 of these
two products grew marginally to $116.6 million
(2015: $115.1m) due to tightness in contract
manufacturer supply relating to the move to Bozhou.
While sales of both products in any given year will
vary based on the severity of climate/flu season,
we anticipate that sales of these key OTC drugs
will benefit from the underlying general market
expansion and the low risk of price erosion due to
our focus on the retail pharmacy channel.

HBYS is well established in the OTC industry in China.
Its Bai Yun Shan brand (literally meaning "white Cloud
Mountain,” a famous scenic spot in Guangzhou) is a
household name, established over the past 40 years,
and known by the majority of Chinese consumers.
In addition to its over 730 manufacturing staff and
178 drug product licenses, HBYS has a commercial
team of about 1,200 sales staff that fully covers
the retail pharmacy channel nationally in China. we
believe that HBYS's move to build the Bozhou factory,
expanding capacity and decreasing reliance on
contract manufacturers, will position us well for long-
term and sustainable growth.

HBYS property update - HBYS's vacant Plot 2
(26,700 sqm.) in Guangzhou has now been listed
for sale as part of the Guangzhou municipal
government's urban redevelopment scheme plan
for 2016. Subject to Guangzhou government policy,
the public auction of this land should occur in 2017.

Based on precedent land transactions in the vicinity,
we expect the auction value for Plot 2 to be well
over $100 million of which 40% would be paid to
HBYS as compensation for return of the land use
rights. In addition, the move away from HBYS's larger
Plot 1 (59,400 sqm.) will be contingent on how
the Bozhou factory develops, but, when auctioned,
Plot 1 could bring HBYS compensation per sqm.
comparable to Plot 2.

Commercial Platform dividends: The increasing
profits of the Commercial Platform continue to pass
through to the Chi-Med Group through dividend
payments from our non-consolidated joint ventures,
SHPL and HBYS. Dividends of $30.5 million (2015:
$6.4m) were paid from these joint ventures to the
Chi-Med Group level during 2016. Net income from
SHPL and HBYS have totaled $369 million since
2005, of which a total of $205 million has been paid
in dividends to Chi-Med and its partners, with the
balance retained primarily to fund factory upgrades,
expansion and relocation. As of December 31, 2016,
SHPL and HBYS held in aggregate $85.6 million in
cash equivalents and short term investments with
no outstanding bank borrowing. We expect material
one-time dividends in 2017 and 2018, resulting
from property compensation payments to SHPL
and HBYS.

Christian Hogg
Chief Executive Officer

March 13,2017



Use of Non-GAAP Financial Measures and
Reconciliation: In addition to financial information
prepared in accordance with U.S. GAAP, this
announcement also contains certain non-GAAP
financial measures based on management's view of
performance including:

0 Adjusted research and development
expenses;

. Adjusted consolidated net income
attributable to Chi-Med from our Commercial
Platform;

. Adjusted consolidated operating profit from
our Prescription Drugs business; and

. Adjusted consolidated net income
attributable to Chi-Med from our Prescription
Drugs business.

Management uses such measures internally for
planning and forecasting purposes and to measure
the Chi-Med Group's overall performance. We believe

these adjusted financial measures provide useful
and meaningful information to us and investors
because they enhance investors' understanding
of the continuing operating performance of
our business and facilitate the comparison of
performance between past and future periods.
These adjusted financial measures are non-GAAP
measures and should be considered in addition to,
but not as a substitute for, the information prepared
in accordance with U.S. GAAP. Other companies
may define these measures in different ways.
The following items are excluded from adjusted
financial results:

Adjusted research and development expenses: We
exclude the impact of the revenue received from
external customers of our Innovation Platform,
which is reinvested into our clinical trials, to derive
our adjusted research and development expense.
Revenue received from external customers of our
Innovation Platform consists of milestone and other

Reconciliation of GAAP to adjusted research and development expenses:

$'000

Operations Review 31

payments from our collaboration partners. The
variability of such payments makes the identification
of trends in our ongoing research and development
activities more difficult. We believe the presentation
of adjusted research and development expenses
provides useful and meaningful information about
our ongoing research and development activities
by enhancing investors' understanding of the scope
of our normal, recurring operating research and
development expenses.

Adjusted consolidated net income attributable to
Chi-Med from our Commercial Platform, adjusted
consolidated operating profit from our Prescription
Drugs business and adjusted consolidated net
income attributable to Chi-Med from our Prescription
Drugs business: We exclude the impact of a
$40.4 million one-time gain which was triggered by
the payment of $113 million in land compensation
and subsidies from the Shanghai government
to SHPL.

Year Ended
December 31,2016

Year Ended
December 31, 2015

Segment operating loss - Innovation Platform (40,837) (3.810)
Less: Segment revenue from external customers - Innovation Platform (35,228) (52,016)
Adjusted research and development expenses (76,065) (55,826)
Reconciliation of GAAP to adjusted consolidated net income attributable to Chi-Med from our Commercial Platform:

Year Ended Year Ended
$'000 December 31, 2016 December 31,2015
Consolidated net income attributable to Chi-Med - Commercial Platform 70,337 25,155
Less: One-time gain associated with land compensation (40,416) -
Adjusted consolidated net income attributable to Chi-Med - Commercial Platform 29,921 25,155
Reconciliation of GAAP to adjusted consolidated operating profit from our Prescription Drugs business:

Year Ended Year Ended
$'000 December 31, 2016 December 31, 2015
Consolidated operating profit - Prescription Drugs business 62,696 16,443
Less: One-time gain associated with land compensation (40,416) -
Adjusted consolidated operating profit - Prescription Drugs business 22,280 16,443
Reconciliation of GAAP to adjusted consolidated net income attributable to Chi-Med from our Prescription Drugs business:

Year Ended Year Ended
$'000 December 31, 2016 December 31,2015
Consolidated net income attributable to Chi-Med - Prescription Drugs business 61,120 15,934
Less: One-time gain associated with land compensation (40,416) -
Adjusted consolidated net income attributable to Chi-Med - Prescription Drugs business 20,704 15,934
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Biographical Details Of Directors

Simon TO
Executive Director
and chairman

Mr To, aged 65, has
been a Director since
2000 and an Executive
Director and the
Chairman since 2006.
He is also the Chairman
of the Remuneration
Committee and a member of the Technical Committee
of the Company. He is managing director of Hutchison
whampoa (China) Limited (“Hutchison China") and has
been with Hutchison China for over 36 years, building
its business from a small trading company to a multi-
billion dollar investment group. He has negotiated
major transactions with multinationals such as Procter
& Gamble ("P&G"), Lockheed, Pirelli, Beiersdorf, United
Airlines and British Airways.

Mr To's career in China spans more than 36 years.
He is the original founder of Hutchison Whampoa
Limited's (currently a subsidiary of CK Hutchison
Holdings Limited (“CKHH")) TCM business and has
been instrumental in the acquisitions made to date.
He received a First Class Honours Bachelor's Degree in
Mechanical Engineering from Imperial College, London
and an MBA from Stanford University's Graduate School
of Business (graduated top 5% of his class).

Christian HOGG
Executive Director
and chief Executive
Officer

Mr Hogg, aged 51,
has been an Executive
Director and the Chief
Executive Officer since
2006. He is also a
member of the Technical
Committee of the Company. He joined Hutchison
China in 2000 and has since led all aspects of the
creation, implementation and management of the
Company's strateqy, business and listing. This includes
the creation of the Company's start-up businesses and
the acquisition and operational integration of assets
that led to the formation of the Company's China
joint ventures.

Prior to joining Hutchison China, Mr Hogg spent ten
years with P&G starting in the United States in Finance
and then Brand Management in the Laundry and
Cleaning Products Division. Mr Hogg then moved to
China to manage P&G's detergent business followed
by a move to Brussels to run P&G's global bleach
business. Mr Hogg received a Bachelor's degree in Civil
Engineering from the University of Edinburgh and an
MBA from the University of Tennessee.

Johnny CHENG
Executive Director
and chief Financial
officer

Mr Cheng, aged 50,
has been an Executive
Director since 2011
and the Chief Financial
Officer of the Company
since 2008. He is also
a director of Hutchison MediPharma (Hong Kong)
Limited, Sen Medicine Company Limited, Hutchison
MediPharma Limited, Hutchison MediPharma (Suzhou)
Limited and Hutchison MediPharma (Yulin) Limited.
He was a director of Hutchison Healthcare Limited
during 2009.

Prior to joining the Company, Mr Cheng was Vice
President, Finance of Bristol Myers Squibb in China
and was a director of Sino-American Shanghai Squibb
Pharmaceuticals Ltd. and Bristol-Myers Squibb (China)
Investment Co. Ltd. in Shanghai between late 2006
and 2008.

Mr Cheng started his career as an auditor with Price
Waterhouse (currently PricewaterhouseCoopers) in
Australia and then KPMG in Beijing before spending
eight years with Nestlé China where he was in charge
of a number of finance and control functions in
various operations. Mr Cheng received a Bachelor of
Economics, Accounting Major from the University of
Adelaide and is a member of the Institute of Chartered
Accountants in Australia.



Weiguo SU
Executive Director
and chief Scientific
Officer

Dr Su, aged 59, has been
an Executive Director
since March 27, 2017.
He is also a member of
the Technical Committee
of the Company. He has
been the Executive Vice President and Chief Scientific
Officer of the Company since 2012. Dr Su has headed
all drug discovery and research since he joined the
Company, including master-minding the Company's
scientific strategy, being a key leader of the Innovation
Platform, and responsible for the discovery of each and
every small molecule drug candidate in the Company's
product pipeline. Prior to joining the Company in
2005, Dr Su spent 15 years with the U.S. Research
and Development Department of Pfizer, Inc. with his
last position as director of the Medicinal Chemistry
Department.

In March 2017, Dr Su was granted the prestigious
award by the China Pharmaceutical Innovation and
Research Development Association (PhIRDA) as one of
the Most Influential Drug R&D Leader in China.

Dr Su received a Bachelor of Science degree in
Chemistry from Fudan University in Shanghai. He
completed a PhD and Post-doctoral Fellowship in
Chemistry at Harvard University under the guidance of
Nobel Laureate Professor E. J. Corey.

Dan ELDAR
Non-executive
Director

Dr Eldar, aged 63, has
been a Non-executive
Director since 2016.
He has more than 30
years of experience as a
senior executive, leading
global operations in
telecommunications, water, biotech and healthcare.
He is an executive director of Hutchison water Israel
Ltd, a subsidiary of the CKHH group, which focuses on
large scale projects including desalination, wastewater
treatment and water reuse. He was formerly an
independent non-executive director of Leumi Card, a
subsidiary of Bank Leumi Le-Israel B.M., one of Israel's
leading credit card companies.

Dr Eldar holds a Doctor of Philosophy degree in
Government from Harvard University, a Master of
Arts degree in Government from Harvard University,
a Master of Arts degree in Political Science and
Public Administration from the Hebrew University of
Jerusalem and a Bachelor of Arts degree in Political
Science from the Hebrew University of Jerusalem.

Biographical Details Of Directors

Edith SHIH
Non-executive
Director and
Company Secretary

Ms Shih, aged 65, has
been a Non-executive
Director and Company
Secretary since 2006
and company secretary
of Group companies
since 2000. She is also an executive director, Head
Group General Counsel and Company Secretary of
CKHH, and a non-executive director of Hutchison
Telecommunications Hong Kong Holdings Limited and
Hutchison Port Holdings Management Pte. Limited
as the trustee-manager of Hutchison Port Holdings
Trust, as well as director and company secretary of
various subsidiaries and associated companies under
the CKHH group. She has over 34 years of experience
in legal, requlatory, corporate finance, compliance
and corporate governance fields. She is at present
the Senior Vice President and Executive Committee
member of the Institute of Chartered Secretaries and
Administrators in the United Kingdom and a past
President and current council member and chairperson
of various committees and panels of The Hong Kong
Institute of Chartered Secretaries.

Ms Shih received a Bachelor of Science degree in
Education and a Master of Arts degree from the
University of the Philippines and a Master of Arts
degree and a Master of Education degree from
Columbia University, New York. Ms Shih is a qualified
solicitor in England and Wales, Hong Kong and Victoria,
Australia and a Fellow of both the Institute of Chartered
Secretaries and Administrators and The Hong Kong
Institute of Chartered Secretaries.
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Paul CARTER
Senior Independent
Non-executive
Director

Mr Carter, aged 56,
has been the Senior
Independent Non-
executive Director since
February 1, 2017. He
is also a member of
the Audit Committee, Remuneration Committee and
Technical Committee of the Company. He has more
than 25 years of experience in the pharmaceutical
industry. From 2006 to 2016, Mr Carter served in
various senior executive roles at Gilead Sciences,
Inc. (“Gilead"), a research-based biopharmaceutical
company, with the last position as Executive Vice
President, Commercial Operations. In this role,
Mr Carter headed the worldwide commercial organization
responsible for the launch and commercialization of all
of Gilead's products. Prior to joining Gilead, he spent
14 years with GlaxoSmithKline PLC (GSK) and its group
companies, with the last position as Regional Head
of the International Business in Asia. He is currently a
director of Alder Biopharmaceuticals, Inc.

Mr Carter holds a degree in Business Studies from
the Ealing School of Business and Management (now
merged into the University of West London) and is
a Fellow of the Chartered Institute of Management
Accountants in the United Kingdom.

Karen FERRANTE
Independent Non-
executive Director

Dr Ferrante, aged 59, has
been an Independent
Non-executive Director
since February 1, 2017.
She is also the Chairman of
the Technical Committee
and a member of the
Audit Committee of the Company. She has more
than 20 years of experience in the pharmaceutical
industry. She was the former Chief Medical Officer
and Head of Research and Development of Tokai
Pharmaceuticals, Inc., a biopharmaceutical company
focused on developing and commercializing innovative
therapies for prostate cancer and other hormonally
driven diseases. From September 2007 to July 2013,
Dr Ferrante held senior positions at Millennium
Pharmaceuticals, Inc. and its parent company, Takeda
Pharmaceutical Company Limited, including Chief
Medical Officer and most recently as Oncology
Therapeutic Area and Cambridge USA Site Head.
From 1999 to 2007, she held positions of increasing
responsibility at Pfizer, Inc., with the last position as
Vice President, Oncology Development. Dr Ferrante
is currently @ member of the board of directors of
Progenics Pharmaceuticals, Inc., and MacroGenics, Inc.
She was previously a director of Baxalta Incorporated
until it was acquired by Shire plcin 2016.

Dr Ferrante has been an author of a number of papers
in the field of oncology, an active participant in
academic and professional associations and symposia
and a holder of several patents. Dr Ferrante holds a
Bachelor of Science degree in Chemistry and Biology
from Providence College and a Doctor of Medicine from
Georgetown university.

Graeme JACK
Independent Non-
executive Director

Mr Jack, aged 66, has
been an Independent
Non-executive Director
since March 1, 2017.
. Heis also the Chairman
| of the Audit Committee
and a member of the
Remuneration Committee of the Company. He has
more than 40 years of experience in finance and audit.
He retired as partner of PricewaterhouseCoopers in
2006 after a distinguished career with the firm for
over 33 years. He is currently an independent non-
executive director of The Greenbrier Companies, Inc.
(an international supplier of equipment and services
to the freight rail transportation markets), Hutchison
Port Holdings Management Pte. Limited as the trustee-
manager of Hutchison Port Holdings Trust (a developer
and operator of deep water container terminals) and
of COSCO SHIPPING Development Co., Ltd., formerly
known as “China Shipping Container Lines Company
Limited” (an integrated financial services platform
principally engaged in vessel and container leasing).

He holds a Bachelor of Commerce degree and is a
Fellow of the Hong Kong Institute of Certified Public
Accountants and an Associate of Chartered Accountants
Australia and New Zealand.



Report Of The Directors

The Directors have pleasure in submitting to shareholders their report and statement of audited financial statements for the year ended December 31, 2016.

PRINCIPAL ACTIVITIES
The principal activity of the Company is that of a holding company of a healthcare group whose main country of operation is China. It is focused on the research,

development, manufacture and sales of pharmaceuticals and healthcare products.

BUSINESS REVIEW
A detailed review of the performance, business activities and future development of the Company and its subsidiaries (the "Group”) is set out in the Chairman’s Statement

and the Operations Review.

RESULTS
The Consolidated Statements of Operations are set out on page F-4 of Form 20-F and show the Group's results for the year ended December 31, 2016.

DIVIDENDS
No interim dividend for the year ended December 31, 2016 was declared and the Directors do not recommend the payment of a final dividend for the year ended

December 31, 2016.

RESERVES
Movements in the reserves of the Group during the year are set out in the Consolidated Statements of Changes in Shareholders' Equity on page F-6 of Form 20-F.

NON-CURRENT ASSETS
Particulars of the movements of non-current assets of the Group are set out in notes 12 to 15 to the Consolidated Financial Statements on pages F-24 to F-28 of Form 20-F.

SHARE CAPITAL
The share capital of the Company is set out in the Consolidated Balance Sheets on page F-3 of Form 20-F. Details of the ordinary shares of the Company are set out in note

21 to the Consolidated Financial Statements on page F-31 of Form 20-F.
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DIRECTORS
The Directors of the Company as of December 31, 2016 were:

Executive Directors:
Simon To

Christian Hogg

Johnny Cheng

Non-executive Directors:
Dan Eldar

Shigeru Endo

Edith Shih

Independent Non-executive Directors:
Christopher Nash

Michael Howell

Christopher Huang

on August 1, 2016, Dr Dan Eldar was appointed as Non-executive Director and Mr Christian Salbaing resigned as Non-executive Director.

On February 1, 2017, Mr Paul Carter and Dr Karen Ferrante were appointed as Independent Non-executive Directors, Mr Shigeru Endo resigned as Non-executive Director,

Mr Christopher Nash and Professor Christopher Huang resigned as Independent Non-executive Directors.

on March 1, 2017, Mr Graeme Jack was appointed as Independent Non-executive Director and Mr Michael Howell resigned as Independent Non-executive Director.

Mr Paul Carter, Mr Johnny Cheng, Dr Dan Eldar, Dr Karen Ferrante, Mr Graeme Jack and Ms Edith Shih will retire by rotation at the forthcoming annual general meeting under
the provisions of Articles 90(3) and 91(1) of the Articles of Association of the Company and, being eligible, will offer themselves for re-election.

The Directors' biographical details are set out on pages 32 to 34.

DIRECTORS' INTERESTS IN SHARES

As of December 31, 2016, the interests in the shares of the Company held by the Directors and their families were as follows:

Number of ordinary Number of American
Name of Director shares held depositary shares held
Christian Hogg 1,088,182 36,600
Johnny Cheng 256,146 -
Simon To 180,000 70,000
Michael Howell 118,600 -
Edith Shih 60,000 40,741
Christopher Nash 39,596 -
Christopher Huang 2475 -



Report Of The Directors

SHARE OPTION SCHEMES AND DIRECTORS' RIGHTS TO ACQUIRE SHARES

®

Share option scheme adopted in 2005 by the Company

The Company conditionally adopted a share option scheme on June 4, 2005 which was amended on March 21, 2007 (the “2005 Share Option Scheme"). Pursuant
to the 2005 Share Option Scheme, the Board of Directors of the Company may, at its discretion, offer any employees and directors (including Executive and Non-
executive Directors but excluding Independent Non-executive Directors) of the Company, holding companies of the Company and any of their subsidiaries or
affiliates, and subsidiaries or affiliates of the Company share options to subscribe for shares of the Company. The 2005 Share Option Scheme has a term of 10
years. It expired in 2016 and no further share option can be granted.

The following share options were outstanding under the 2005 Share Option Scheme during the year ended December 31, 2016:

Effectivedateof ~ Numberofshare  Granted  Exercised Expired/lapsed/  Number of share

Category grant of share options held at during during canceled options held at Exercise period of ~ Exercise price of
of participants options January 1, 2016 2016 2016 during 2016  December 31,2016 share options  share options
£
Employees in aggregate 11.9.2006 ® 26,808 - (26,808) - - 119.20061018.5.2016 1715
1852007 37,857 - (26,201) - 11,656 185.20071017.52017 1535
2462011 " 75,000 - - - 75000 24.620111023.6.2021 4405
20122013" 302,700 - (39,696) (3750) 259254 20.12.20131019.12.2023 6.100

Total 442,365 - (92,705) (3750) 345910

Notes:

m The share options granted are exercisable subject to, amongst other relevant vesting criteria, the vesting schedule of 25% on each of the first, second, third and fourth
anniversaries of the effective date of grant.

2) The share options granted are exercisable subject to, amongst other relevant vesting criteria, the vesting schedule of one-third on each of May 19, 2007, May 19, 2008 and
May 19, 2009.

3) The share options granted are exercisable subject to, amongst other relevant vesting criteria, the vesting schedule of one-third on each of the first, second and third
anniversaries of the effective date of grant.
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(i)  share option scheme adopted in 2015 by the Company
The Company conditionally adopted a share option scheme on April 24, 2015 (the "2015 Share Option Scheme"). Pursuant to the 2015 Share Option Scheme,
the Board of Directors of the Company may, at its discretion, offer any employees and directors (including Executive and Non-executive Directors but excluding
Independent Non-executive Directors) of the Company, holding companies of the Company and any of their subsidiaries or affiliates, and subsidiaries or affiliates
of the Company share options to subscribe for shares of the Company.

The following share options were outstanding under the 2015 Share Option Scheme during the year ended December 31, 2016:

Effective dateof ~ Numberofshare  Granted  Exercised Expired/lapsed/  Number of share

(ategory grant of share options held at during during canceled options held at Exercise period of  Exercise price of
of participants options January 1,2016 2016 2016 during2016 December 31,2016 share options share options
f
Employees in aggregate 15.06.2016 " - 593,686 - - 593,686  15.06.20161019.12.2023 19.700
15062016 - 100,000 - - 100,000 15.06.201610 27.06.2024 19.700
Total: - 693,686 - - 693,686
Notes:

m The share options granted are exercisable subject to, amongst other relevant vesting criteria, the vesting schedule of approximately 50% on the day after the acceptance of the
offer, approximately 25% on December 20, 2016 and approximately 25% on December 20, 2017.

)] The share options granted are exercisable subject to, amongst other relevant vesting criteria, the vesting schedule of approximately 50% on the day after the acceptance of the
offer, approximately 25% on June 28, 2017 and approximately 25% on June 28, 2018.

(iii)  Share option schemes for existing shares of Hutchison MediPharma Holdings Limited
Hutchison MediPharma Holdings Limited ("HMHL"), a subsidiary of the Company, adopted a share option scheme on August 6, 2008 (as amended on April 15,
2011) and such scheme has a term of 6 years. It expired in 2014 and no further share options can be granted. Another share option scheme was adopted on
December 17, 2014 (the "HMHL Share Option Scheme"). The HMHL Share Option Scheme is share-based incentive programmes for employees or directors of HMHL
and any of its holding company, subsidiaries and affiliates (each an “Eligible Employee"). Each Eligible Employee is eligible to participate in the HMHL Share Option
Scheme and share options may be granted to him or her to acquire existing shares in HMHL subject to the rules of the HMHL Share Option Scheme.

The following share options were outstanding under the HMHL Share Option Scheme during the year ended December 31, 2016:

Effectivedateof ~ Numberofshare  Granted  Exercised Expired/lapsed/  Number of share

(ategory of grant of share options held at during during canceled options held at Exercise period of  Exercise price of

participants options January 1, 2016 2016 2016 during 2016 December 31,2016 share options share options
Us$

Employees in aggregate 17.122014"% 1187372 - - (1,187372) - 17.12.20141019.12.2023 782

Total 1187372 - - (1187,372) -

Notes:

m The share options granted are exercisable subject to, amongst other relevant vesting criteria, the vesting schedule of 25% on December 20, 2014 and 25% on each of the first,
second and third anniversaries of such date.

)] 0On June 15, 2016, 1,187,372 share options pursuant to the HMHL Share Option Scheme was canceled with the consent of the relevant eligible employees in exchange for
593,686 new share options of the Company pursuant to the HCML Share Option Scheme.
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LONG TERM INCENTIVE PLAN
The Company adopted a Long Term Incentive Plan on April 24, 2015 (the “LTIP"). The Directors (including Executive Directors, Non-executive Directors and Independent

Non-executive Directors), the directors of the Company's subsidiaries and the employees of the Group are eligible to participate in the LTIP. The LTIP awards grant
participating directors or employees a conditional right to receive ordinary shares in the Company or the equivalent American depositary shares (collectively the "Ordinary
Shares"), to be purchased by an independent third party trustee (the “Trustee") up to a maximum cash amount depending upon the achievement of annual performance
targets for each financial year of the Company stipulated in the LTIP awards.

0n October 19, 2015, the Company granted awards under the LTIP to 2 Executive Directors and 41 senior managers and executives, giving each a conditional right to
receive Ordinary Shares to be purchased by the Trustee up to a certain maximum cash amount depending upon the achievement of annual performance targets from 2014
to 2016. Details of the grants are as follows:

Maximum US$ amount per annum for the LTIP
Name or category of participants period stipulated in the LTIP awards

Executive Directors

Christian Hogg 329,385
Johnny Cheng 101,619
Senior managers and executives in aggregate 1,370,893
Total: 1,801,897

Vesting will occur one business day after the publication date of the annual report for the financial year falling two years after the financial year to which the LTIP award
relates. Based on the annual performance targets in 2015, 11,242 Ordinary Shares have been allocated to senior managers and executives. The allocation of shares is due
to vest one business day after the publication date of the 2017 annual report.

0n March 24, 2016, the Company granted awards under the LTIP to senior managers, giving them conditional rights to receive Ordinary Shares to be purchased by the
Trustee up to a maximum cash amount of US$312,500 in aggredate that do not stipulate performance targets. Shares under such LTIP awards are subject to the vesting
schedule of 25% on each of the first, second, third and fourth anniversaries of the date of grant.

Any Ordinary Shares purchased on behalf of an LTIP grantee are to be held by the Trustee until they are vested. Vesting will also depend upon the continued employment
of the award holder and will otherwise be at the discretion of the Board.
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SIGNIFICANT SHAREHOLDINGS
As of March 2, 2017, according to the records of the Company, the following holders held interests in 3% or more of the issued share capital of the Company:

Approximate

Number of ordinary % of issued
Name shares held share capital
Hutchison Healthcare Holdings Limited " ("HHHL") 36,666,667 60.40%
Mitsui & Co., Ltd. ? 3,214,404 5.30%
FIL Limited @ 2,560,184 4.22%
Slater Investments Limited 2,299,000 3.79%

Notes:

m HHHL is a private company registered in the British Virgin Islands and carries on business as a holding company. HHHL is an indirect wholly-owned subsidiary of CK Hutchison Holdings
Limited which is a Cayman Islands company registered and listed in Hong Kong.

2 Major interests in shares of the Company notified to the Company under the provisions of rule 5 of the Disclosure Rules and Transparency Rules of the UK Financial Conduct Authority
which have been incorporated by reference into the Company's articles of association.

AUDITOR
The financial statements have been audited by PricewaterhouseCoopers who will retire and, being eligible, will offer themselves for re-appointment.

ANNUAL GENERAL MEETING
The annual general meeting ("AGM") of the Company will be held on Thursday, April 27, 2017 at 10:00 am at 4th Floor, Hutchison House, 5 Hester Road, Battersea, London.

Details of the resolutions proposed are set out in the Notice of the AGM.

By Order of the Board

Edith Shih
Director and Company Secretary

March 13,2017
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The Company strives to attain and maintain high standards of corporate governance best suited to the needs and interests of the Company and its subsidiaries (the
"Group") as it believes that effective corporate governance practices are fundamental to safeguarding shareholder interests and enhancing shareholder value. Accordingly,
the Company has adopted corporate governance principles that emphasize a quality board of Directors (the “Board"), effective risk management, internal controls,
stringent disclosure practices, transparency and accountability. It is, in addition, committed to continuously improving these practices and inculcating an ethical corporate
culture. The Company has adopted and applied the principles of the UK Corporate Governance Code (the “Code") applicable to companies listed on the London Stock
Exchange with a premium listing notwithstanding its shares are traded on AIM, and hence not subject to the Code. Although the Company's American depositary shares
are listed on Nasdaq Stock Market (“Nasdaq"), being a foreign private issuer, it is permitted to follow “home country” corporate governance practices. Nevertheless, the
Company is subject to and complies with applicable requirements of the Sarbanes-Oxley Act (the "SOX").

Set out below are the corporate governance practices adopted by the Company.

THE BOARD

The Board is responsible for directing the strategic objectives of the Company and overseeing the management of the business. Directors are charged with the task of
promoting the success of the Company and making decisions in the best interests of the Company. The Board is satisfied that it meets the Code's requirement for effective
operation.

The Board, led by the Chairman, Mr Simon To, determines and monitors the Group's long term objectives and commercial strategies, annual operating and capital
expenditure budgets and business plans, evaluates the performance of the Company, and supervises the management of the Company (“Management"). Management is
responsible for the day-to-day operations of the Group under the leadership of the Chief Executive Officer.

As of December 31, 2016, the Board comprised nine Directors. Following the change of Directors on February 1, 2017 and March 1, 2017, the Board comprised eight
Directors, including the Chairman, Chief Executive Officer, Chief Financial Officer, two Non-executive Directors and three Independent Non-executive Directors (one of
whom is Senior Independent Non-executive Director). Biographical details of the Directors are set out in the “Biographical Details of Directors” section on pages 32 to 34
and on the website of the Company (www.chi-med.com).

The Board has adopted a policy which recognizes the benefits of a Board that possesses a balance of skills, experience, expertise, independence and knowledge and
diversity of perspectives appropriate to the requirements of the businesses of the Company.

Board appointment has been, and will continue to be, made based on attributes of candidates that complement and expand the skills, experience, expertise, independence
and knowledge of the Board as a whole, taking into account gender, age, professional experience and qualifications, cultural and educational background, and any other
factors that the Board may consider relevant and applicable from time to time towards achieving a diverse Board.

The Board Diversity Policy is available on the website of the Company. The Board will review and monitor from time to time the implementation of the policy to ensure
its effectiveness and application.

Ms Edith Shih has served as Non-executive Director of the Company for more than nine years. Notwithstanding the length of her service, Ms Shih continues to demonstrate
her commitment as Non-executive Director, providing direction on Company strategy, assisting generally on business operations, monitoring and implementing corporate
governance, attending to regulatory compliance and liaising with the majority shareholder.
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The Board believes that the knowledge and experience of the Group’'s business and the general business acumen of Ms Shih continue to generate significant contribution
to the Company and the shareholders as a whole.

The Board has assessed the independence of all the Independent Non-executive Directors of the Company and considers all of them to be independent having regard
to (i) their annual confirmation on independence, (ii) the absence of involvement in the daily management of the Company and (iii) the absence of any relationships or
circumstances which would interfere with the exercise of their independent judgment.

The role of the Chairman is separate from that of the Chief Executive Officer. Such division of responsibilities reinforces the independence and accountability of
these executives.

The Chairman is responsible for the effective conduct of the Board, ensuring that it as a whole plays an effective role in the development and determination of the Group's
strategy and overall commercial objectives and acts as the guardian of the Board's decision-making processes. He is responsible for setting the agenda for each Board
meeting, taking into account, where appropriate, matters proposed by Directors. He also ensures that the Board receives accurate, timely and clear information on the
Group's performance, issues, challenges and opportunities facing the Group and matters reserved to it for decision. with the support of the Executive Directors and the
Company Secretary, the Chairman seeks to ensure that the Board complies with approved procedures, including the schedule of Reserved Matters to the Board for its
decision and the Terms of Reference of all Board Committees. The Board, under the leadership of the Chairman, has adopted good corporate governance practices and
procedures and taken appropriate steps to provide effective communication with shareholders, as outlined later in the report.

The Chief Executive Officer, Mr Christian Hogg, is responsible for managing the businesses of the Group, formulating and developing the Group's strategy and overall
commercial objectives in close consultation with the Chairman and the Board. With the executive management team of each core business division, the Chief Executive
Officer implements the decisions of the Board and its Committees. He maintains an ongoing dialog with the Chairman to keep him fully informed of all major business
development and issues. He is also responsible for ensuring that the development needs of senior management reporting to him are identified and met as well as leading
the communication program with shareholders.

The Board meets regularly. Between scheduled meetings, senior management of the Group provides information to Directors on a regular basis with respect to the
activities and development of the Group. Throughout the year, Directors participate in the deliberation and approval of routine and operational matters of the Company
by way of written resolutions with supporting explanatory materials, supplemented by additional verbal and/or written information from the Company Secretary or
other executives as and when required. Whenever warranted, additional Board meetings are held. In addition, Directors have full access to information on the Group
and independent professional advice at all times whenever deemed necessary by the Directors and they are at liberty to propose appropriate matters for inclusion in
Board agendas.

Wwith respect to regular meetings of the Board, Directors receive written notice of the meetings generally about a month in advance and an agenda with supporting
Board papers no less than three days prior to the meetings. With respect to other meetings, Directors are given as much notice as is reasonable and practicable in the
circumstances. Except for those circumstances permitted by the Articles of Association of the Company, a Director who has a material interest in any contract, transaction,
arrangement or any other kind of proposal put forward to the Board for consideration abstains from voting on the relevant resolution and such Director is not counted for
quorum determination purposes.



The Company held 13 Board meetings in 2016 with overall attendance of approximately 98%.
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Position Name of Director Attended/Eligible to attend
Chairman Simon To 13/13
Executive Directors: Christian Hogg 1313
Johnny Cheng 1313
Non-executive Directors: Dan Eldar " 212
Shigeru Endo 13/13
Christian Salbaing 1M
Edith Shih 13/13
Independent Non-executive Directors: Michael Howell 1213
Christopher Huang 1213
Christopher Nash 1313

Notes:
m Appointed on August 1,2016
2 Resigned on August 1, 2016

In addition to Board meetings, the Chairman held two meetings with Non-executive Directors without the presence of the Executive Directors, with full attendance, to
review the performance of the Executive Directors. The Senior Independent Non-executive Director, Mr Christopher Nash, also held a meeting with all Non-executive
Directors without the presence of the Chairman, with full attendance, for the appraisal of the Chairman’s performance.

In addition, evaluation of the performance of the Board and its Committees together with the Chairman of each Committee was conducted by questionnaire. The results
of the evaluation were reviewed by the Board with the objective of ensuring the Board, its Committees and the Chairman of each Committee continue to act effectively in
fulfilling the duties and responsibilities expected of them.

All Non-executive Directors are engaged on service contracts which are automatically renewed for successive 12-month periods unless terminated by written notice given
by either party. The Chairman of the Board is of the view that the performance of each of the Non-executive Directors continues to be effective and they all demonstrate
commitment to their role as a Non-executive Director. All Directors are subject to re-election by shareholders at annual general meetings and at least once every three
years on a rotation basis in accordance with the Articles of Association of the Company. A retiring Director is eligible for re-election and re-election of retiring Directors
at general meetings is dealt with by separate individual resolutions. Save as mentioned herein, there are no existing or proposed service contracts between any of the
Directors and the Company which cannot be terminated by the Company within 12 months and without payment of compensation. Where vacancies arise at the Board,
candidates are proposed and put forward to the Board for consideration and approval, with the objective of appointing to the Board individuals with expertise in the
businesses of the Group and leadership qualities to complement the capabilities of the existing Directors thereby enabling the Company to retain as well as improve its
competitive position.

Upon appointment to the Board, Directors receive a package of orientation materials on the Group and are provided with a comprehensive induction to the Group's
businesses by senior executives. Continuing education and relevant reading materials are provided to Directors regularly to help ensure that they are apprised of the latest
changes in the commercial, legal and regulatory environment in which the Group conducts its businesses.
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BOARD COMMITTEES
The Company has established three permanent board committees: an Audit Committee, a Remuneration Committee and a Technical Committee, details of which are

described later in this report. Other board committees are established by the Board as and when warranted to take charge of specific duties.

COMPANY SECRETARY

The Company Secretary, Ms Shih, is accountable to the Board for ensuring that Board procedures are followed and Board activities are efficiently and effectively conducted.
These objectives are achieved through adherence to proper Board processes and the timely preparation and dissemination to Directors comprehensive Board agendas
and papers.

The Company Secretary is responsible for ensuring that the Board is fully apprised of the relevant legislative, requlatory and corporate governance developments of
relevance to the Group and that it takes these into consideration when making decisions for the Group. From time to time, she organizes seminars on specific topics of
importance and interest and disseminates relevant reference materials to Directors for their information.

The Company Secretary is also directly responsible for the Group's compliance with all obligations of the AIM Rules for Companies and Nasdaq listing rules (collectively,
the “Rules”), including the preparation, publication and dispatch of annual and interim reports within the time limits laid down in the Rules, the timely dissemination to
shareholders and the market of announcements, press releases and information relating to the Group and assisting in the notification of Directors' dealings in securities
of the Group.

Furthermore, the Company Secretary advises the Directors on related party transactions and price-sensitive inside information, and Directors' obligations for disclosure of
interests and dealings in the Company's securities, to ensure that the standards and disclosures requirements of the Rules are complied with and, where required, reported
in the annual and interim reports of the Company. In relation to related party transactions, detailed analysis is performed on all potential related party transactions to
ensure full compliance and for Directors' consideration.

ACCOUNTABILITY AND AUDIT

Financial Reporting
The responsibility of Directors in relation to the financial statements is set out below. This should be read in conjunction with, but distinguished from, the Independent
Auditor's Report on page F-2 of Form 20-F which acknowledges the reporting responsibility of the Group's Auditor.

Annual Report and Financial Statements

The Directors acknowledge their responsibility for the preparation of the annual report and financial statements of the Company, ensuring that the annual report and
financial statements, taken as a whole, is fair, balanced and understandable and provides the information necessary for shareholders to assess the Company's position,
performance, business model and strategy in accordance with the Code, Cayman Islands Companies Law and the applicable accounting standards.

Accounting Policies
The Directors consider that in preparing the financial statements, the Group has applied appropriate accounting policies that are consistently adopted and made judgments
and estimates that are reasonable in accordance with the applicable accounting standards.

Accounting Records
The Directors are responsible for ensuring that the Group keeps accounting records which disclose the financial position of the Group upon which financial statements of

the Group could be prepared in accordance with the Group's accounting policies.
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Safeguarding Assets
The Directors are responsible for taking all reasonable and necessary steps to safeqguard the assets of the Group and to prevent and detect fraud and other irreqularities
within the Group.

Going Concern
The Directors, having made appropriate inquiries, are of the view that the Group has adequate resources to continue in operational existence for the foreseeable future
and that, for this reason, it is appropriate to adopt the going concern basis in preparing the financial statements.

Audit Committee

Under the Terms of Reference of the Audit Committee, the Audit Committee is required to review the Group's annual and interim results, and annual and interim financial
statements, oversee the relationship between the Company and its external auditor, monitor and review the effectiveness of the Company’s internal audit function in the
context of the Company's overall risk management systems giving due consideration to laws and regulations and the provisions of the Code. The Committee is authorized
to obtain, at the Company's expense, external legal or other professional advice on any matters within its Terms of Reference.

In addition, the Audit Committee assists the Board in meeting its responsibilities for maintaining effective risk management and internal control systems. It reviews the
process by which the Group evaluates its control environment and risk assessment process, and the way in which business and control risks are managed. It receives and
considers the presentations of Management in relation to the reviews on the effectiveness of the Group's risk management and internal control systems and the adequacy
of resources, qualifications and experience of staff in the Group's accounting and financial reporting function, and their training programs and budget. In addition, the
Audit Committee reviews with the internal auditor of the Group's holding company the work plans for its audits for the Group together with its resource requirements and
considers the reports of the internal auditor of the Group's holding company to the Audit Committee on the effectiveness of risk management and internal controls in
the Group business operations. Further, it also receives the reports from the Company Secretary on the Group's material litigation proceedings and compliance status on
regulatory requirements. These reviews and reports are taken into consideration by the Audit Committee when it makes its recommendation to the Board for approval of
the consolidated financial statements for the year.

The Terms of Reference for the Audit Committee and the Complaints Procedures adopted by the Board are published on the website of the Company.

The Audit Committee comprises three Independent Non-executive Directors who possess the relevant business and financial management experience and skills to
understand financial statements and contribute to the financial governance, internal controls and risk management of the Company. It was chaired by Mr Michael Howell
with Professor Christopher Huang and Mr Christopher Nash as members. After the change of Directors on February 1, 2017 and March 1, 2017, the Audit Committee is now

chaired by Mr Graeme Jack with Mr Paul Carter and Dr Karen Ferrante as members. None of the Committee Members is related to the Company's external auditor.

The Audit Committee held three meetings in 2016 with 100% attendance of its members.

Name of Member Attended/Eligible to attend
Michael Howell (Chairman) 3/3
Christopher Huang 3/3
Christopher Nash 3/3

The Audit Committee meets with the Chief Financial Officer and other senior management of the Company from time to time for the purposes of reviewing the annual and
interim results, the annual and interim reports and other financial, internal control and risk management matters of the Company. It considers and discusses the reports
and presentations of Management and the Group's internal and external auditors, with a view to ensuring that the Group's consolidated financial statements are prepared
in accordance with generally accepted accounting principles in the United States. It also meets with the Group's principal external auditor, PricewaterhouseCoopers
("Pw("), to consider the reports of PwC on the scope, strategy, progress and outcome of its independent review of the interim financial report and its annual audit of the
consolidated financial statements. In addition, the Audit Committee holds reqular private meetings with the external auditor, the Chief Financial Officer and the internal
auditor of the Group's holding company separately without the presence of Management.
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External Auditor

The Audit Committee reviews and monitors the external auditor's independence, objectivity and effectiveness of the audit process. Each year, the Audit Committee receives
a letter from the external auditor confirming its independence and objectivity. It holds meetings with representatives of the external auditor to consider the scope of its
audit, approves its fees, and the scope and appropriateness of non-audit services, if any, to be provided by it. The Audit Committee also makes recommendations to the
Board on the appointment and retention of the external auditor.

The Group's policy regarding the engagement of its external auditor for the various services listed below is as follows:

. Audit services - include audit services provided in connection with the audit of the consolidated financial statements. All such services are to be provided by the
external auditor.

. Audit related services - include services that would normally be provided by an external auditor but not generally included in the audit fees, for example, audits
of the Group's pension plans, due diligence and accounting advice related to mergers and acquisitions, internal control reviews of systems and/or processes,
and issuance of special audit reports for tax or other purposes. The external auditor is to be invited to undertake those services that it must, or is best placed to,
undertake in its capacity as an auditor.

. Taxation related services - include all tax compliance and tax planning services, except for those services which are provided in connection with the audit. The Group
uses the services of the external auditor where it is best suited. All other significant taxation related work is undertaken by other parties as appropriate.

. Other services - include, for example, risk management diagnostics and assessments, and non-financial systems consultations. The external auditor is also
permitted to assist Management and the internal auditor of the Group's holding company with internal investigations and fact-finding into alleged improprieties.
These services are subject to specific approval by the Audit Committee.

. General consulting services - the external auditor is not eligible to provide services involving general consulting work.

For the year ended December 31, 2016, fees of US$2.1 million paid to PwC in total were for both audit and non-audit services. The non-audit services, which amounted
to approximately US$0.03 million, were mainly related to the provision of taxation related services. These non-audit services had been reviewed prior to the engagement
by the Audit Committee, which considered such services not having an impairing effect on the independence of the auditor.

INTERNAL CONTROL, LEGAL AND REGULATORY CONTROL AND GROUP RISK MANAGEMENT
The Board has overall responsibility for the Group's systems of internal control and assessment and management of risks.

In meeting its responsibility, the Board seeks to increase risk awareness across the Group's business operations and has put in place policies and procedures, including
parameters of delegated authority, which provide a framework for the identification and management of risks. It also reviews and monitors the effectiveness of the
systems of internal control to ensure that the policies and procedures in place are adequate. Reporting and review activities include review by the Executive Directors and
the Board and approval of detailed operational and financial reports, budgets and plans provided by management of the business operations, review by the Board of
actual results against budget, review by the Audit Committee of the ongoing work of the internal audit and risk management functions of the Group's holding company,
as well as regular business reviews by the Executive Directors and the executive management team of each core business division.

Whilst these procedures are designed to identify and manage risks that could adversely impact the achievement of the Group's business objectives, they do not provide
absolute assurance against material mis-statement, errors, losses or fraud.

In preparation for compliance with the requirements of Section 404 of the SOX, the Company has conducted a SOX compliance project, which assessed the management
of internal controls and procedures, and the evaluation of the internal control systems relating to financial reporting of the Company.
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Internal Control Environment and Systems

Executive Directors are appointed to the boards of all material operating subsidiaries and associates for monitoring those companies, including attendance at board
meetings, review and approval of budgets, plans and business strategies with associated risks identified and setting of key business performance targets. The executive
management team of each core business division is accountable for the conduct and performance of each business in the division within the agreed strategies and
similarly management of each business is accountable for its conduct and performance.

The internal control procedures of the Group include a comprehensive system for reporting information to the executive management team of each core business division
and the Executive Directors.

Business plans and budgets are prepared annually by management of individual businesses and subject to review and approval by both the executive management team
and Executive Directors as part of the Group's five-year corporate planning cycle. Reforecasts for the current year are prepared on a quarterly basis and reviewed for
variances to the budget and for approval. When setting budgets and reforecasts, Management identifies, evaluates and reports on the likelihood and potential financial
impact of significant business risks.

Executive Directors review monthly management reports on the financial results and key operating statistics of each business and discuss with the executive management
team and senior management of business operations to review these reports, business performance against budgets, forecasts, significant business risk sensitivities and
strategies. In addition, financial controllers of the executive management team of each core business division discuss with the representatives of the Finance Department
to review monthly performance against budget and forecast, and to address accounting and finance related matters.

The Finance Department has established guidelines and procedures for the approval and control of expenditures. Operating expenditures are subject to overall budget
control and are controlled within each business with approval levels set by reference to the level of responsibility of each executive and officer. Capital expenditures are
subject to overall control within the annual budget review and approval process, and more specific control and approval prior to commitment by the Finance Department
or Executive Directors are required for unbudgeted expenditures and material expenditures within the approved budget. Quarterly reports of actual versus budgeted and
approved expenditures are also reviewed.

The General Manager of the internal audit function of the Group's holding company, reporting directly to the Audit Committee, provides independent assurance as to the
existence and effectiveness of the risk management activities and controls in the Group's business operations in various countries. Using risk assessment methodology and
taking into account the dynamics of the Group's activities, internal audit derives its yearly audit plan which is reviewed by the Audit Committee, and reassessed during the
year as needed to ensure that adequate resources are deployed and the plan's objectives are met. Internal audit function of the Group's holding company is responsible for
assessing the Group's risk management and internal control systems, formulating an impartial opinion on the systems, and reporting its findings to the Audit Committee,
the Chief Executive Officer, the Chief Financial Officer and the senior management concerned as well as following up on all reports to ensure that all issues have been
satisfactorily resolved. In addition, a regular dialogue is maintained with the external auditor so that both are aware of the significant factors which may affect their
respective scope of work.

Depending on the nature of business and risk exposure of individual business units, the scope of work performed by the internal audit function includes financial, IT and
operations reviews, recurring and surprise audits, fraud investigations and productivity efficiency reviews.

Reports from the external auditor on internal controls and relevant financial reporting matters are presented to the General Manager of the internal audit function of the
Group's holding company and, as appropriate, to the Chief Financial Officer. These reports are reviewed and appropriate actions are taken.

The Board, through the Audit Committee, has monitored the Group's risk management and internal control systems for the year ended December 31, 2016 covering all
material financial, operational and compliance controls, has conducted a review of their effectiveness, and is satisfied that such systems are effective and adequate. In
addition, it has reviewed and is satisfied with the adequacy of resources, qualifications and experience of the staff of the Group's accounting and financial reporting and
internal audit functions, and their training programs and budget.
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Legal and Regulatory Control

The Group is committed to ensuring its businesses are operated in compliance with local and international laws, rules and regulations. The Legal Department has the
responsibility of safequarding the legal interests of the Group. The team is responsible for monitoring the day-to-day legal affairs of the Group, including preparing,
reviewing and approving all legal and corporate secretarial documentation of Group companies, working in conjunction with finance, tax, treasury, corporate secretarial
and business unit personnel on the review and co-ordination process, and advising Management of legal and commercial issues of concern. In addition, the Legal
Department is also responsible for overseeing regulatory compliance matters of all Group companies. It analyzes and monitors the regulatory frameworks within which
the Group operates, including reviewing applicable laws and regulations and preparing and submitting responses or filings to relevant regulatory and/or government
authorities on regulatory issues and consultations. In addition, the Department prepares and updates internal policies and conducts tailor-made workshops where
necessary so as to strengthen the internal controls and compliance procedures of the Group. The Department also determines and approves the engagement of external
legal advisors, ensuring the requisite professional standards are adhered to as well as most cost effective services are rendered. Further, the Legal Department organizes
and holds continuing education seminars/conferences on legal and requlatory matters of relevance to the Group for Directors, business executives and the legal team.

Group Risk Management

The Chief Executive Officer and the Group Risk Management Department of the Group's holding company have the responsibility of developing and implementing
risk mitigation strategies and programs relating to the deployment of insurance to transfer or minimize the financial impact of risks to the business. The Group Risk
Management Department of the Group's holding company, working with the business operations worldwide, is responsible for arranging appropriate insurance coverage
and orgdanizing Group-wide risk reporting. Directors and Officers Liability Insurance is also in place to protect Directors and officers of the Group against their potential
legal liabilities.

Workplace Safety

The Group is committed to providing a healthy and safe workplace for all its employees and complying with all applicable health and safety laws and requlations. Health
and safety considerations are incorporated into the design, operations and maintenance of the Group's premises. Employees are provided with appropriate job skills and
safety training and are educated with regard to their responsibilities for achieving the health and safety objectives of the Group. The Group also communicates with its
employees on occupational health and safety issues.

REMUNERATION OF DIRECTORS AND SENIOR MANAGEMENT

Remuneration Committee

The responsibilities of the Remuneration Committee are to assist the Board in achieving its objectives of attracting, retaining and motivating emplouees of the highest
caliber and experience needed to shape and execute strategy across the Group's substantial, diverse and international business operations. It assists the Group in the
administration of a fair and transparent procedure for setting remuneration policies including assessing the performance of Executive Directors and senior executives of
the Group and determining their remuneration packages.

The Terms of Reference for the Remuneration Committee adopted by the Board are published on the website of the Company.

The Remuneration Committee comprises three members, and was chaired by the Chairman Mr To with Mr Howell and Mr Nash, both Independent Non-executive
Directors, as members who possess experience in human resources and personnel emoluments. After the change of Directors on February 1, 2017 and March 1, 2017, the
Remuneration Committee is chaired by Mr To with Mr Carter and Mr Jack as members. Mr To has experience in the traditional Chinese medicine industry as well as expertise
in human resources and personnel in China. The Remuneration Committee meets towards the end of each year to determine the remuneration package of Executive
Directors and senior management of the Group and during the year to consider grants of share options and long term incentive plan awards and other remuneration
related matters. Remuneration matters are also considered and approved by way of written resolutions and additional meetings where warranted.

The Remuneration Committee held four meetings in 2016 with 100% attendance of its members. During the year, the Remuneration Committee reviewed background
information on market data (including economic indicators, statistics and the Remuneration Bulletin), headcount and staff costs. It also reviewed and approved the
proposed 2017 directors' fees, year-end bonus and 2017 remuneration package of Executive Directors and senior executives of the Company. Executive Directors do not
participate in the determination on their own remuneration.
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The remuneration of Mr Christian Hogg and Mr Johnny Cheng, the Executive Directors, and senior executives is determined with reference to their expertise and experience
in the industry, the performance and profitability of the Group and remuneration benchmarks from other local and international companies as well as prevailing market

conditions. Senior management also participates in bonus arrangements which are determined in accordance with the performance of the Group and of the individual. The
Chairman, Mr To, does not receive performance related remuneration from the Company and is remunerated through his service agreement. All Non-executive Directors
have entered into service agreements with the Company and are remunerated with fixed fees as determined by the Board.

Directors' emoluments comprise payments to Directors from the Company and its subsidiaries. The emoluments of each of the Directors exclude amounts received from
the subsidiaries of the Company and paid to a subsidiary or an intermediate holding company of the Company. The amounts paid to each Director for 2016 are as below:

Name of Director Salary and fees Bonus Taxable benefits Pension contributions Share option benefits Total
Uss us§ us§ us§ uss Us$

Executive Directors:

simonTo 67,6841 - - - - 67,684

Christian Hogg 409,261 %% 710769 14,864 25969 =010 160,863

Johnny Cheng 323,064 % 263718 - 23,385 SO0 610,167

Non-executive Directors:

Dan Eidar " 29,167 - - - - 29,167

Shigeru Endo 56,434 - - - - 56,434

Christian Salbaing © 27,2677 - - - - 27,267

Edith Shih 56,4341 - - - - 56,434

Independent Non-executive Directors:

Michael Howell 78,750 - - - - 78,750

Christopher Huang 76,875 - - - - 76,875

Christopher Nash 73125 - - - - 73125

Aggregate emoluments 1,198,061 974,487 14,864 49,354 - 2,236,766

Notes:

m Such Director's fees were paid to Hutchison Wwhampoa (China) Limited.

2 Emoluments paid include Director's fees of US$60,184.

3) Emoluments paid include Director's fees of US$56,434.

(4) Such Director's fees were paid to Hutchison International Limited.

(5) Such Director's fees were paid to CK Hutchison Global Investments Limited.

(6) Director's fees received from the subsidiaries of the Company during the period he/she served as director that were paid to a subsidiary or an intermediate holding company of the

Company are not included in the amounts above.

7 Appointed on August 1, 2016.
(8 Resigned on August 1, 2016.
(9

(

and Mr Cheng respectively, for which such amounts are not included in the table above.

)

)

) The fair value of share options granted to the Executive Director had been fully recognized as expenses in the past few years and no such expenses were recognized in 2016.

10)  Forthe year ended December 31, 2016, the Group accrued US$262,425 and US$80,961 with respect to the awards of Long Term Incentive Plan of the Company granted to Mr Hogg
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TECHNICAL COMMITTEE

The Technical Committee was chaired by Professor Huang with Mr To and Mr Hogg, both Executive Directors, as members. After the change of Directors on February 1,
2017, the Technical Committee comprises four members and is chaired by Dr Ferrante with Mr To, Mr Hogg and Mr Carter as members. The Technical Committee members
consider from time to time matters relating to the technical aspects of the business and in research and development. It also invites such executives as it thinks fit to attend
meetings as and when required.

The Terms of Reference for the Technical Committee adopted by the Board are published on the website of the Company.

The Technical Committee held one meeting in 2016 with 100% attendance of its members.

CODE OF ETHICS

The Group places utmost importance on employees' ethical, personal and professional standards. Every employee is provided with the Group's Code of Ethics booklet, and
all employees are expected to achieve the highest standards set out in the Code of Ethics including avoiding conflict of interest, discrimination or harassment and bribery
etc. Employees are required to report any non-compliance with the Code of Ethics to Management.

INVESTOR RELATIONS AND SHAREHOLDERS' RIGHTS
The Group actively promotes investor relations and communication with the investment community throughout the year. Through its Chairman and Chief Executive Officer,

the Group responds to requests for information and queries from the investment community including shareholders, analysts and the media through regular briefing
meetings, announcements, press releases, conference calls and presentations. The other Directors, including Non-executive Directors, develop an understanding of the
views of the major shareholders about the Company by periodic meetings on the subject with the Chairman and the Chief Executive Officer.

The Board is committed to providing clear and full information on the Group to shareholders through the publication of notices, announcements, press releases, annual
and interim reports. An updated version of the Memorandum and Articles of Association of the Company is published on the website of the Company. Moreover, additional
information on the Group is also available to shareholders through the Investor Relations page on the website of the Company.

Shareholders are encouraged to attend all general meetings of the Company, such as the annual general meeting for which at least 20 working days' notice is given and
at which the Chairman and Directors are available to answer questions on the Group's businesses. All shareholders have statutory rights to call for extraordinary general
meetings and put forward agenda items for consideration by shareholders by sending the Company Secretary a written request for such general meetings together with
the proposed agenda items. Regularly updated financial, business and other information on the Group is made available on the website of the Company for shareholders.

The 2016 Annual General Meeting was held on April 27, 2016 at 4th Floor, Hutchison House, 5 Hester Road, Battersea, London attended by PwC and all Directors
including the Chairmen of the Board, the Audit Committee, the Remuneration Committee and the Technical Committee with 100% attendance. Directors are requested and

encouraged to attend shareholders' meetings albeit presence overseas for the Group businesses or unforeseen circumstances might prevent Directors from so doing.

The Group values feedback from shareholders on its efforts to promote transparency and foster investor relationship. Comments and suggestions to the Board or the
Company are welcome and can be addressed to the Company Secretary by mail/e-mail or to the Company by e-mail at info@chi-med.com.

By Order of the Board

Edith Shih
Director and Company Secretary

March 13,2017
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INTRODUCTION

This annual report on Form 20-F contains our audited consolidated statements of operations data for the years
ended December 31, 2016, 2015 and 2014 and our audited consolidated balance sheet data as of December 31, 2016 and
2015. Our consolidated financial statements have been prepared in accordance with U.S. generally accepted accounting
principles, or U.S. GAAP. Our historical consolidated financial statements which we made publicly available prior to our
listing on the Nasdaq Global Select Market in connection with the listing of our ordinary shares on the AIM market were
prepared in accordance with International Financial Reporting Standards, or IFRS, as issued by the International
Accounting Standards Board, or IASB.

This annual report also includes audited consolidated income statement data for the years ended December 31,
2016, 2015 and 2014 and the audited consolidated statements of financial position as of December 31, 2016 and 2015 for
each of our three non-consolidated joint ventures, Shanghai Hutchison Pharmaceuticals, Hutchison Baiyunshan and
Nutrition Science Partners, which are accounted for using the equity accounting method. These consolidated financial
statements have been prepared in accordance with IFRS as issued by the IASB.

EERNTS

Unless the context requires otherwise, references herein to the “company,” “Chi-Med,” “we,” “us” and “our”

refer to Hutchison China MediTech Limited and its consolidated subsidiaries and joint ventures.
Conventions Used in this Annual Report
Unless otherwise indicated, references in this annual report to:
e “ADRSs” are to the American depositary receipts, which evidence our ADSs;
e  “ADSs” are to our American depositary shares, each of which represents one-half of one ordinary share;

e “China” or “PRC” are to the People’s Republic of China, excluding, for the purposes of this annual
report only, Taiwan and the special administrative regions of Hong Kong and Macau;

e  “CK Hutchison” are to CK Hutchison Holdings Limited, a company incorporated in the Cayman Islands
and listed on The Stock Exchange of Hong Kong Limited, or the Hong Kong Stock Exchange, and the
ultimate parent company of our majority shareholder, Hutchison Healthcare Holdings Limited;

e  “Guangzhou Baiyunshan” are to Guangzhou Baiyunshan Pharmaceutical Holdings Company Limited,
a leading China-based pharmaceutical company listed on the Shanghai Stock Exchange and the
Hong Kong Stock Exchange;

e “Hain Celestial” are to The Hain Celestial Group, Inc., a Nasdaqg-listed, natural and organic food and
personal care products company;

e “HKS$” or “HK dollar” are to the legal currency of the Hong Kong Special Administrative Region;
e  “Hutchison Baiyunshan” are to Hutchison Whampoa Guangzhou Baiyunshan Chinese Medicine
Company Limited, our non-consolidated joint venture with Guangzhou Baiyunshan in which we have a

50% interest through a holding company in which we have a 80% interest;

e “Hutchison Consumer Products” are to Hutchison Consumer Products Limited, our wholly owned
subsidiary;

e “Hutchison Hain Organic” are to Hutchison Hain Organic Holdings Limited, our joint venture with Hain
Celestial in which we have a 50% interest;

e “Hutchison Healthcare” are to Hutchison Healthcare Limited, our wholly owned subsidiary;

e  “Hutchison MediPharma” are to Hutchison MediPharma Limited, our subsidiary through which we
operate our Innovation Platform in which we have a 99.8% interest;



e  “Hutchison MediPharma Holdings” are to Hutchison MediPharma Holdings Limited, our subsidiary in
which we have a 99.8% interest and which is the indirect holding company of Hutchison MediPharma;

e  “Hutchison Sinopharm” are to Hutchison Whampoa Sinopharm Pharmaceuticals (Shanghai) Company
Limited, our joint venture with Sinopharm in which we have a 51% interest;

e “Nutrition Science Partners” are to Nutrition Science Partners Limited, our non-consolidated joint
venture with Nestlé Health Science S.A. in which we have a 50% interest;

e “ordinary shares” or “shares” are to our ordinary shares, par value $1.00 per share;
e “RMB” or “renminbi” are to the legal currency of the PRC;

e  “Shanghai Hutchison Pharmaceuticals” are to Shanghai Hutchison Pharmaceuticals Limited, our non-
consolidated joint venture with Shanghai Pharmaceuticals in which we have a 50% interest;

e “Shanghai Pharmaceuticals” are to Shanghai Pharmaceuticals Holding Co., Ltd., a leading
pharmaceutical company in China listed on the Shanghai Stock Exchange and the Hong Kong
Stock Exchange;

e  “Sinopharm” are to Sinopharm Group Co. Ltd., a leading distributor of pharmaceutical and healthcare
products and a leading supply chain service provider in China listed on the Hong Kong Stock Exchange;

e  “United States” or “U.S.” are to the United States of America;

e “§”or “U.S. dollars” are to the legal currency of the United States;

e  “£” or “pound sterling” are to the legal currency of the United Kingdom; and

e  “€”or “euro” are to the legal currency of the European Economic and Monetary Union.

Our reporting currency is the U.S. dollar. In addition, this annual report also contains translations of certain
foreign currency amounts into U.S. dollars for the convenience of the reader. Unless otherwise stated, all translations of
pound sterling into U.S. dollar were made at £1.00 to $1.22, all translations of euro into U.S. dollars were made at €1.00
to $1.06 and all translations of HK dollars into U.S. dollars were made at HK$7.76 to $1.00, the noon buying rates on
March 3, 2017 as set forth in the H.10 statistical release of the U.S. Federal Reserve Board dated March 6, 2017. The
exchange rates used in the financial statements and the related notes in this annual report are as indicated therein. We make
no representation that the pound sterling, euro, HK dollar or U.S. dollar amounts referred to in this annual report could
have been or could be converted into U.S. dollars, pounds sterling, euro or HK dollars, as the case may be, at any particular
rate or at all.

Trademarks and Service Marks

We own or have been licensed rights to trademarks, service marks and trade names for use in connection with the
operation of our business, including, but not limited to, our trademark Chi-Med. All other trademarks, service marks or
trade names appearing in this annual report that are not identified as marks owned by us are the property of their respective
owners.

Solely for convenience, the trademarks, service marks and trade names referred to in this annual report are listed
without the ®, (TM) and (sm) symbols, but we will assert, to the fullest extent under applicable law, our applicable rights
in these trademarks, service marks and trade names.



CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

This annual report contains forward-looking statements made under the “safe harbor” provisions of the U.S.
Private Securities Litigation Reform Act of 1995. These statements relate to future events or to our future financial
performance and involve known and unknown risks, uncertainties and other factors which may cause our actual results,
performance or achievements to be materially different from any future results, performance or achievements expressed
or implied by the forward-looking statements. The words “anticipate,” “assume,” “believe,” “contemplate,” “continue,”
“could,” “estimate,” “expect,” “goal,” “intend,” “may,” “might,” “objective,” “plan,” “potential,” “predict,” “project,’
“positioned,” “seek,” “should,” “target,” “will,” “would,” or the negative of these terms or other similar expressions are
intended to identify forward-looking statements, although not all forward-looking statements contain these identifying
words. These forward-looking statements are based on current expectations, estimates, forecasts and projections about our
business and the industry in which we operate and management’s beliefs and assumptions, are not guarantees of future
performance or development and involve known and unknown risks, uncertainties and other factors. These
forward-looking statements include statements regarding:
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e the initiation, timing, progress and results of our or our collaboration partners’ pre-clinical and clinical
studies, and our research and development programs;

e our or our collaboration partners’ ability to advance our drug candidates into, and/or successfully
complete, clinical studies;

e the timing or regulatory filings and the likelihood of favorable regulatory outcomes and approvals;
e regulatory developments in China, the United States and other countries;

e the adaptation of our Commercial Platform to market and sell our drug candidates and the
commercialization of our drug candidates, if approved;

e the pricing and reimbursement of our and our joint ventures’ products and our drug candidates,
if approved;

e our ability to contract on commercially reasonable terms with CROs, third-party suppliers and
manufacturers;

e the scope of protection we are able to establish and maintain for intellectual property rights covering our
or our joint ventures’ products and our drug candidates;

e the ability of third parties with whom we contract to successfully conduct, supervise and monitor clinical
studies for our drug candidates;

e estimates of our expenses, future revenue, capital requirements and our needs for additional financing;
e  our ability to obtain additional funding for our operations;

e the potential benefits of our collaborations and our ability to enter into future collaboration
arrangements;

e the ability and willingness of our collaborators to actively pursue development activities under our
collaboration agreements;

e our or our joint venture Nutrition Science Partners’ receipt of milestone or royalty payments pursuant to
our strategic alliances with AstraZeneca AB (publ), or AstraZeneca, Eli Lilly Trading (Shanghai)
Company Limited, or Eli Lilly, and Nestlé¢ Health Science S.A., or Nestlé Health Science, as applicable;

e the rate and degree of market acceptance of our drug candidates;

e  our status as a PFIC;

e our financial performance;



e  our ability to attract and retain key scientific and management personnel;

e our expectations regarding the period during which we qualify as an emerging growth company under
the JOBS Act or as a foreign private issuer;

e our relationship with our joint venture and collaboration partners;
e developments relating to our competitors and our industry, including competing drug products; and
e changes in tax laws in the jurisdictions that we operate;

Actual results or events could differ materially from the plans, intentions and expectations disclosed in the
forward-looking statements we make. As a result, any or all of our forward-looking statements in this annual report may
turn out to be inaccurate. We have included important factors in the cautionary statements included in this annual report
on Form 20-F, particularly in the section of this annual report on Form 20-F titled “Risk Factors,” that we believe could
cause actual results or events to differ materially from the forward-looking statements that we make. We may not actually
achieve the plans, intentions or expectations disclosed in our forward-looking statements, and you should not place undue
reliance on our forward-looking statements. Moreover, we operate in a highly competitive and rapidly changing
environment in which new risks often emerge. It is not possible for our management to predict all risks, nor can we assess
the impact of all factors on our business or the extent to which any factor, or combination of factors, may cause actual
results to differ materially from those contained in any forward-looking statements we may make.

You should read this annual report and the documents that we reference herein and have filed as exhibits hereto
completely and with the understanding that our actual future results may be materially different from what we expect. The
forward-looking statements contained herein are made as of the date of this annual report, and we do not assume any
obligation to update any forward-looking statements except as required by applicable law.



PART I
ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS
Not applicable.

ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE

Not applicable.

ITEM 3. KEY INFORMATION
A. Selected Financial Data.

Our Selected Financial Data

The following tables set forth our selected consolidated financial data. We have derived the selected consolidated
statement of operations data for the years ended December 31, 2016, 2015 and 2014 and the selected consolidated balance
sheet data as of December 31, 2016 and 2015 from our audited consolidated financial statements, which were prepared in
accordance with U.S. GAAP and are included in this annual report. You should read this data together with such
consolidated financial statements and the related notes and Item 5 “Operating and Financial Review and Prospects.” Our
historical results are not necessarily indicative of the results to be expected for any future periods. All of our operations
are continuing operations and we have not proposed or paid dividends in any of the periods presented.



The following selected consolidated financial data for the year ended December 31, 2013 and as of December
31, 2014 have been derived from our audited consolidated financial statements for those years, which were prepared in
accordance with U.S. GAAP and are not included in this annual report.

Consolidated statements of operations data:
Revenues
Sales of goods—third parties
Sales of goods—related parties
Revenue from license and collaboration agreements—third parties
Revenue from research and development services—third parties
Revenue from research and development services—related parties
Total revenues
Operating expenses
Costs of sales of goods—third parties
Costs of sales of goods—related parties
Research and development expenses
Selling expenses
Administrative expenses
Total operating expenses
Loss from operations
Other income/(expense)
Interest income
Gain on disposal of a business
Other income
Interest expense
Other expense
Total other income/(expense)

(Loss)/income before income taxes and equity in earnings of equity
investees

Income tax expense

Equity in earnings of equity investees, net of tax

Net income/(loss) from continuing operations

Income/(loss) from discontinued operations, net of tax

Net income/(loss)

Less: Net income attributable to non-controlling interests

Net income/(loss) attributable to the company

Accretion on redeemable non-controlling interests

Net income/(loss) attributable to ordinary shareholders of the company

Earnings/(losses) per share attributable to ordinary shareholders of the
company—basic ($ per share)
Continuing Operations
Discontinued Operations

Earnings/(losses) per share attributable to ordinary shareholders of the
company—diluted ($ per share)
Continuing Operations
Discontinued Operations

Number of shares used in per share calculation—basic

Number of shares used in per share calculation—diluted

Net income/(loss)

Other comprehensive (loss)/income:
Foreign currency translation (loss)/income

Total Comprehensive income/(loss)

Less: Comprehensive income attributable to non-controlling interests

Total Comprehensive income/(loss) attributable to the company

Year Ended December 31,

2016 2015 2014 2013

(in thousands, except share and per share data)

$ 171,058 $ 118,113 $ 59,162 $ 8,667
9,794 8,074 7,823 7,803

26,444 44,060 12,336 14,546

355 2,573 3,696 1,919

8,429 5,383 4312 3,612

216,080 178,203 87,329 36,547
(149,132) (104,859) (53477) (5,380)
(7,196) (5,918) (5,372) (5.814)
(66,871) (47,368) (29,914) (22,731)
(17,998) (10,209) @,112) (3,452)
(21,580) (19,620) (12,713) (12.,366)
(262,777) (187,974) (105,588) (49,743)
(46,697) 9,771) (18,259) (13,196)

502 451 559 451

- — - 30,000

609 386 20 1,221

(1,631) (1,404) (1,516) (1,485)

(139) (202) (761) (69)

(659) (769) (1,698) 30,118

(47,356) (10,540) (19,957) 16,922
(4,331) (1,605) (1,343) (1,050)

66,244 22,572 15,180 11,031

14,557 10,427 (6,120) 26,903

— — 2,034 (1,978)

14,557 10,427 (4,086) 24,925

(2,859) (2.,434) (3,220 (983)

11,698 7,993 (7,306) 23,942

— (43,001) (25,510) —

$ 11,698 $  (35008) $  (32,816) $ 23,942
$ 020 $ (0.64) $ (0.64) $ 0.49
$ — 3 — 3 002 § (0.03)
$ 020 $ 0.64) $ 0.64) 8 0.44
$ — 3 — 3 002 $ (0.03)
59,715,173 54,659,315 52,563,387 52,050,988
59,971,050 54,659,315 52,563,387 52,878,426

$ 14,557 10,427 § (4,086) $ 24,925
(10,722) (5,557) (2,712) 3,043

3,835 4,870 (6,798) 28,168

(1,427) (1,732) (2,944) (1,296)

$ 2408 § 3,138 § (9,742) $ 26,872




As of December 31,
2016 2015 2014
(in thousands)

Consolidated balance sheet data:

Cash and cash equivalents $ 79,431 $ 31,941 § 38,946
Total assets $ 342,437 $ 229,599 $ 210,617
Total shareholder’s equity $ 204,060 $ 102,277 $ 56,915
Total current liabilities $ 95,119 $ 81,062 $ 75,299
Total non-current liabilities $ 43258 § 46,260 $ 37,367

Selected Financial Data of Our Non-Consolidated Joint Ventures

We have three non-consolidated joint ventures—Shanghai Hutchison Pharmaceuticals, Hutchison Baiyunshan
and Nutrition Science Partners. The following selected consolidated income and cash flow data of each such joint venture
for the years ended December 31, 2016, 2015 and 2014 and the following selected consolidated statements of financial
position of each such joint venture as of December 31, 2016 and 2015 have been derived from their respective audited
consolidated financial statements, which were prepared in accordance with IFRS as issued by the IASB and are included
elsewhere in this annual report. You should read this data together with such consolidated financial statements of our non-
consolidated joint ventures and the related notes and Item 5 “Operating and Financial Review and Prospects.” The
following selected consolidated financial data for the year ended December 31, 2013 and as of December 31, 2014 have
been derived from their respective audited consolidated financial statements, which were prepared in accordance with
IFRS as issued by the IASB and are not included in this annual report. The historical results of our joint ventures for any
prior period are not necessarily indicative of results to be expected in any future periods.

Shanghai Hutchison Pharmaceuticals

Year Ended December 31,
2016 2015 2014 2013
(in thousands)

Comprehensive income and cash flow data:

Revenue $ 222,368 $ 181,140 $ 154,703 $ 138,160
Profit for the year $ 120,499 $ 31,307 § 26,402 $ 22,424
Dividend paid to equity holders $ (55,057) $ (6,410) $ (19,077) $ (17,162)

Our equity in earnings of Shanghai Hutchison Pharmaceuticals reported under U.S. GAAP was $60.3 million,
$15.7 million, $13.2 million and $11.2 million for the years ended December 31, 2016, 2015, 2014 and 2013, respectively.

As of December 31,
2016 2015 2014
(in thousands)

Financial position data:

Cash and cash equivalents $ 20,292 $ 43,141 $ 16,575
Total assets $ 244,006 $ 224,969 $ 143,174
Total company’s equity holders’ equity $ 150,134 $ 93,263 $ 71,906
Total liabilities $ 93,872 $ 131,706 $ 71,268
Hutchison Baiyunshan
Year Ended December 31,
2016 2015 2014 2013
(in thousands)

Comprehensive income and cash flow data:
Revenue $ 224131 $ 211,603 $ 243,746 $ 247,626
Profit for the year $ 20,128 $ 21,216 $ 20,865 § 17,361
Profit for the year attributable to equity holders of Hutchison

Baiyunshan $ 20,376 $ 21376 $ 20,775 $ 17,165
Dividend paid to equity holders $ (6,000) $ (6,410) $ (12,820) $ (6,462)



Our equity in earnings of Hutchison Baiyunshan reported under U.S. GAAP was $10.2 million, $10.7 million,
$10.4 million and $8.6 million for the years ended December 31, 2016, 2015, 2014 and 2013, respectively.

As of December 31,
2016 2015 2014
(in thousands)

Financial position data:

Cash and cash equivalents $ 23,448 $ 31,155 $ 31,004
Total assets $ 221,735 $ 202,646 $ 217,171
Total company’s equity holders’ equity § 133,369 $ 125,063 $ 115308
Total liabilities $ 88,366 $ 77,583 $ 101,863

Nutrition Science Partners

Year Ended December 31,
2016 2015 2014 2013
(in thousands)

Comprehensive income data:
Revenue $ — S — 3 - _
Loss for the year $ (8,482) $ (7,552) $ (16,812) $ (17,543)

Our equity in loss of Nutrition Science Partners reported under U.S. GAAP was $4.2 million, $3.8 million,
$8.4 million and $8.8 million for the years ended December 31, 2016, 2015, 2014 and 2013, respectively.

As of December 31,
2016 2015 2014
(in thousands)

Financial position data:

Cash and cash equivalents $ 5393 §$ 2,624 § 6,249
Total assets $ 35393 $ 33,034 $ 38,548
Total company’s equity holders’ equity $ 33,611 § 18,093 § 25,645
Total liabilities $ 1,782 $ 14,941 $ 12,903

B. Capitalization and Indebtedness.

Not applicable.

C. Reasons for the Offer and Use of Proceeds.

Not applicable.

D. Risk Factors.

Risks Related to Our Financial Position and Need for Capital

We may need substantial funding for our product development programs and commercialization efforts. If we are
unable to raise capital on acceptable terms when needed, we could incur losses and be forced to delay, reduce or
eliminate such efforts.

We expect our expenses to increase significantly in connection with our ongoing activities, particularly as we or
our collaboration partners advance the clinical development of our eight clinical drug candidates, which are currently in
30 active clinical studies in various countries with further studies targeted to begin in 2017, including four Phase I1I studies,
and continue research and development and initiate additional clinical trials of, and seek regulatory approval for, these and
other future drug candidates. In addition, if we obtain regulatory approval for any of our drug candidates, we expect to
incur significant commercialization expenses related to product manufacturing, marketing, sales and distribution. In
particular, the costs that may be required for the manufacture of any drug candidate that receives regulatory approval may
be substantial as we may have to modify or increase the production capacity at our current manufacturing facilities or
contract with third-party manufacturers. We may also incur expenses as we create additional infrastructure to support our
operations as a U.S. public company. Accordingly, we may need to obtain substantial funding in connection with our
continuing operations through public or private equity offerings, debt financings, collaborations or licensing arrangements
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or other sources. If we are unable to raise capital when needed or on attractive terms, we could incur losses and be forced
to delay, reduce or eliminate our research and development programs or any future commercialization efforts.

We believe that our expected cashflow from operations (including from our Commercial Platform and milestone
and other payments from our collaboration partners) and our cash and cash equivalents as of December 31, 2016, as well
as the HK$234.0 million (equivalent to $30.0 million as of December 31, 2016) in borrowings available under our
revolving credit facility with The Hongkong and Shanghai Banking Corporation Limited, or HSBC, the HK$210.0 million
(equivalent to $26.9 million as of December 31, 2016) we received pursuant to a four-year term loan from Scotiabank
(Hong Kong) Limited, which we refer to as our 2014 Scotiabank Term Loan, and the aggregate HK$546.0 million
(equivalent to $70.0 million using the exchange rate as of December 31, 2016) in credit facilities entered into with Bank
of America N.A. and Deutsche Bank AG, Hong Kong Branch in February 2017 will enable us to fund our operating
expenses, debt service and capital expenditure requirements for at least the next 12 months. We have based this estimate
on assumptions that may prove to be wrong, and we could use our capital resources sooner than we currently expect. Our
future capital requirements will depend on many factors, including:

e the number and development requirements of the drug candidates we pursue;

e the scope, progress, timing, results and costs of researching and developing our drug candidates, and
conducting pre-clinical and clinical trials;

e the cost, timing and outcome of regulatory review of our drug candidates;

e the cost and timing of future commercialization activities, including product manufacturing, marketing,
sales and distribution, for any of our drug candidates for which we receive regulatory approval;

e the amount and timing of any milestone payments from our collaboration partners, with whom we
cooperate with respect to the development and potential commercialization of certain of our drug
candidates;

e the cash received, if any, received from commercial sales of any drug candidates for which we receive
regulatory approval;

e  our ability to establish and maintain strategic partnerships, collaboration, licensing or other arrangements
and the financial terms of such agreements;

e the cost, timing and outcome of preparing, filing and prosecuting patent applications, maintaining and
enforcing our intellectual property rights and defending any intellectual property-related claims;

e our headcount growth and associated costs; and
e the costs of operating as a public company in the United States and on the AIM market.

Identifying potential drug candidates and conducting pre-clinical testing and clinical trials is a time-consuming,
expensive and uncertain process that may take years to complete, and our commercial revenue, if any, will be derived from
sales of products that we do not expect to be commercially available until we receive regulatory approval, if at all. We
may never generate the necessary data or results required to obtain regulatory approval and achieve product sales, and
even if one or more of our drug candidates is approved, they may not achieve commercial success. Accordingly, we will
need to continue to rely on financing to achieve our business objectives. Adequate financing may not be available to us on
acceptable terms, or at all.

If the CK Hutchison group does not renew our existing loan guarantee or does not enter into new guarantees with us,
we may incur significantly higher borrowing costs.

Hutchison Whampoa Limited, a wholly owned subsidiary of CK Hutchison, has guaranteed our 2014 Scotiabank
Term Loan for a guarantee fee. The CK Hutchison group has no obligation to enter into new guarantees. We may incur
significantly higher funding costs if we no longer have the benefit of the CK Hutchison group guarantees or other similar
arrangements by the CK Hutchison group.
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Raising capital may cause dilution to our shareholders, restrict our operations or require us to relinquish rights to
technologies or drug candidates.

We expect to finance our cash needs in part through cash flow generated by our Commercial Platform, and we
may also rely on raising capital through a combination of public or private equity offerings, debt financings and/or license
and development agreements with collaboration partners. In addition, we may seek capital due to favorable market
conditions or strategic considerations, even if we believe we have sufficient funds for our current or future operating plans.
To the extent that we raise capital through the sale of equity or convertible debt securities, the ownership interest of our
shareholders may be materially diluted, and the terms of such securities could include liquidation or other preferences that
adversely affect the rights of our existing shareholders. Debt financing and preferred equity financing, if available, may
involve agreements that include restrictive covenants that limit our ability to take specified actions, such as incurring
additional debt, making capital expenditures or declaring dividends. Additional debt financing would also result in
increased fixed payment obligations.

In addition, if we raise funds through collaborations, strategic partnerships or marketing, distribution or licensing
arrangements with third parties, we may have to relinquish valuable rights to our technologies, future revenue streams,
research programs or drug candidates or grant licenses on terms that may not be favorable to us. We may also lose control
of the development of drug candidates, such as the pace and scope of clinical trials, as a result of such third-party
arrangements. If we are unable to raise funds through equity or debt financings when needed, we may be required to delay,
limit, reduce or terminate our product development or future commercialization efforts or grant rights to develop and
market drug candidates that we would otherwise prefer to develop and market ourselves.

Our existing and any future indebtedness could adversely affect our ability to operate our business.

Our outstanding indebtedness combined with current and future financial obligations and contractual
commitments, including any additional indebtedness beyond our current facilities with HSBC, Scotiabank, Bank of
America N.A. and Deutsche Bank AG, could have significant adverse consequences, including:

e requiring us to dedicate a portion of our cash resources to the payment of interest and principal, and
prepayment and repayment fees and penalties, thereby reducing money available to fund working
capital, capital expenditures, product development and other general corporate purposes;

e increasing our vulnerability to adverse changes in general economic, industry and market conditions;

e subjecting us to restrictive covenants that may reduce our ability to take certain corporate actions or
obtain further debt or equity financing;

e limiting our flexibility in planning for, or reacting to, changes in our business and the industry in which
we compete; and

e placing us at a competitive disadvantage compared to our competitors that have less debt or better debt
servicing options.

We intend to satisfy our current and future debt service obligations with our existing cash and cash equivalents.
Nevertheless, we may not have sufficient funds, and may be unable to arrange for financing, to pay the amounts due under
our existing debt. Failure to make payments or comply with other covenants under our existing debt instruments could
result in an event of default and acceleration of amounts due.

Risks Related to Our Innovation Platform

Historically, our in-house research and development division, known as our Innovation Platform, has not generated
significant profits or has operated at a net loss.

We do not expect our Innovation Platform to be significantly profitable unless and until we obtain regulatory
approval of, and begin to sell, one or more of our drug candidates. We expect to incur significant sales and marketing costs
as we prepare to commercialize our drug candidates. Even if we initiate and successfully complete clinical trials of our
drug candidates, and our drug candidates are approved for commercial sale, and despite expending these costs, our drug
candidates may not be commercially successful. We may not achieve profitability soon after generating drug sales, if ever.
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If we are unable to generate drug revenue, we will not become profitable and may be unable to continue operations without
continued funding.

All of our drug candidates are still in development. If we are unable to obtain regulatory approval and ultimately
commercialize our drug candidates or experience significant delays in doing so, our business will be materially harmed.

All of our drug candidates are still in development including eight in clinical development. Although we and our
joint venture Nutrition Science Partners receive certain payments from our collaboration partners, including upfront
payments and payments for achieving certain development, regulatory or commercial milestones, for certain of our drug
candidates, our ability to generate revenue from our drug candidates is dependent on their receipt of regulatory approval
for and successfully commercializing such products, which may never occur. Each of our drug candidates will require
additional pre-clinical and/or clinical development, regulatory approval in multiple jurisdictions, manufacturing supply,
substantial investment and significant marketing efforts before we generate any revenue from product sales. The success
of our drug candidates will depend on several factors, including the following:

e successful completion of pre-clinical and/or clinical studies;
e successful enrollment in, and completion of, clinical trials;

e receipt of regulatory approvals from applicable regulatory authorities for planned clinical trials, future
clinical trials or drug registrations;

e successful completion of all safety studies required to obtain regulatory approval in the United States,
China and other jurisdictions for our drug candidates;

e adapting our commercial manufacturing capabilities to the specifications for our drug candidates for
clinical supply and commercial manufacturing;

e obtaining and maintaining patent and trade secret protection or regulatory exclusivity for our drug
candidates;

e launching commercial sales of our drug candidates, if and when approved, whether alone or in
collaboration with others;

e acceptance of the drug candidates, if and when approved, by patients, the medical community and
third-party payors;

e cffectively competing with other therapies;

e obtaining and maintaining healthcare coverage and adequate reimbursement;

e enforcing and defending intellectual property rights and claims; and

e maintaining a continued acceptable safety profile of the drug candidates following approval.

If we do not achieve one or more of these factors in a timely manner or at all, we could experience significant
delays or an inability to successfully commercialize our drug candidates, which would materially harm our business.

Our primary approach to the discovery and development of drug candidates focuses on the inhibition of kinases, some
of which are unproven, and we do not know whether we will be able to develop any products of commercial value.

A primary focus of our research and development efforts is on identifying kinase targets for which drug
compounds previously developed by others affecting those targets have been unsuccessful due to limited selectivity,
off-target toxicity and other problems. We then work to engineer drug candidates which have the potential to have superior
efficacy, safety and other features as compared to such prior drug compounds. We also focus on developing drug
compounds with the potential to be global best-in-class/next generation therapies for validated kinase targets.

Even if we are able to develop compounds that successfully target the relevant kinases in pre-clinical studies, we
may not succeed in demonstrating safety and efficacy of the drug candidates in clinical trials. As a result, our efforts may
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not result in the discovery or development of drugs that are commercially viable or are superior to existing drugs or other
therapies on the market. While the results of pre-clinical studies and early-stage clinical trials have suggested that certain
of our drug candidates may successfully inhibit kinases and may have significant utility in several cancer indications,
potentially in combination with other cancer drugs and with chemotherapy, we have not yet demonstrated efficacy and
safety for most of our drug candidates in later stage clinical trials.

In addition, we have not yet had a drug candidate receive approval or clearance from the U.S. Food and Drug
Administration, or FDA, the China Food and Drug Administration, or CFDA, or another regulatory authority. While the
FDA and CFDA have approved kinases inhibitors before, the regulatory review process for our drug candidates is
uncertain, and we may be required to conduct additional studies or trials beyond those we anticipate resulting in a longer
regulatory approval pathway.

We may expend our limited resources to pursue a particular drug candidate or indication and fail to capitalize on drug
candidates or indications that may be more profitable or for which there is a greater likelihood of success.

Because we have limited financial and managerial resources, we must limit our research programs to specific
drug candidates that we identify for specific indications. As a result, we may forego or delay pursuit of opportunities with
other drug candidates or for other indications that later prove to have greater commercial potential. Our resource allocation
decisions may cause us to fail to capitalize on viable commercial drugs or profitable market opportunities. In addition, if
we do not accurately evaluate the commercial potential or target market for a particular drug candidate, we may relinquish
valuable rights to that drug candidate through collaboration, licensing or other royalty arrangements when it would have
been more advantageous for us to retain sole development and commercialization rights to such drug candidate.

We have no history of commercializing our internally developed drugs, which may make it difficult to evaluate our
Sfuture prospects.

The operations of our Innovation Platform have been limited to developing and securing our technology and
undertaking pre-clinical studies and clinical trials of our drug candidates, either independently or with our collaboration
partners. We have not yet demonstrated the ability to successfully complete development of any drug candidates, obtain
marketing approvals, manufacture our internally developed drugs at a commercial scale, or conduct sales and regulatory
activities necessary for successful product commercialization of our drug candidates. While we believe we will be able to
successfully leverage our existing Commercial Platform to manufacture, sell and market our drug candidates in China
once approved, any predictions about our future success or viability may not be as accurate as they could be if we had a
history of successfully developing and commercializing our internally developed pharmaceutical products.

The regulatory approval processes of the FDA, CFDA and comparable authorities are lengthy, time consuming and
inherently unpredictable, and if we are ultimately unable to obtain regulatory approval for our drug candidates, our
ability to generate revenue will be materially impaired.

Our drug candidates and the activities associated with their development and commercialization, including their
design, testing, manufacture, safety, efficacy, recordkeeping, labeling, storage, approval, advertising, promotion, sale,
distribution, import and export are subject to comprehensive regulation by the FDA, CFDA and other regulatory agencies
in the United States and China and by comparable authorities in other countries. Securing regulatory approval requires the
submission of extensive pre-clinical and clinical data and supporting information to the various regulatory authorities for
each therapeutic indication to establish the drug candidate’s safety and efficacy. Securing regulatory approval also requires
the submission of information about the drug manufacturing process to, and inspection of manufacturing facilities by, the
relevant regulatory authority. Our drug candidates may not be effective, may be only moderately effective or may prove
to have undesirable or unintended side effects, toxicities or other characteristics that may preclude our obtaining regulatory
approval or prevent or limit commercial use.

The process of obtaining regulatory approvals, both in the United States, China and other countries, is expensive,
may take many years if additional clinical trials are required, if approval is obtained at all, and can vary substantially based
upon a variety of factors, including the type, complexity and novelty of the drug candidates involved. Changes in regulatory
approval policies during the development period, changes in or the enactment of additional statutes or regulations, or
changes in regulatory review for each submitted NDA, pre-market approval or equivalent application types, may cause
delays in the approval or rejection of an application. The FDA, CFDA and comparable authorities in other countries have
substantial discretion in the approval process and may refuse to accept any application or may decide that our data are
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insufficient for approval and require additional pre-clinical, clinical or other studies. Our drug candidates could be delayed
in receiving, or fail to receive, regulatory approval for many reasons, including the following:

o the FDA, CFDA or comparable regulatory authorities may disagree with the number, design, size,
conduct or implementation of our clinical trials;

e we may be unable to demonstrate to the satisfaction of the FDA, CFDA or comparable regulatory
authorities that a drug candidate is safe and effective for its proposed indication;

o the results of clinical trials may not meet the level of statistical significance required by the FDA, CFDA
or comparable regulatory authorities for approval;

e we may be unable to demonstrate that a drug candidate’s clinical and other benefits outweigh its
safety risks;

e the FDA, CFDA or comparable regulatory authorities may disagree with our interpretation of data from
pre-clinical studies or clinical trials;

e the data collected from clinical trials of our drug candidates may not be sufficient to support the
submission of an NDA or other submission or to obtain regulatory approval in the United States
or elsewhere;

e the FDA, CFDA or comparable regulatory authorities may fail to approve the manufacturing processes
for our clinical and commercial supplies;

e the approval policies or regulations of the FDA, CFDA or comparable regulatory authorities may
significantly change in a manner rendering our clinical data insufficient for approval,

e the FDA, CFDA or comparable regulatory authorities may restrict the use of our products to a narrow
population; and

e our collaboration partners or the contract research organizations, or CROs, that are retained to conduct
the clinical trials of our drug candidates may take actions that materially and adversely impact the clinical
trials.

In addition, even if we were to obtain approval, regulatory authorities may approve any of our drug candidates
for fewer or more limited indications than we request, may not approve the price we intend to charge for our drugs, may
grant approval contingent on the performance of costly post-marketing clinical trials, or may approve a drug candidate
with a label that does not include the labeling claims necessary or desirable for the successful commercialization of that
drug candidate. Any of the foregoing scenarios could materially harm the commercial prospects for our drug candidates.

If the FDA, CFDA or another regulatory agency revokes its approval of, or if safety, efficacy, manufacturing or supply
issues arise with, any therapeutic that we use in combination with our drug candidates, we may be unable to market
such drug candidate or may experience significant regulatory delays or supply shortages, and our business could be
materially harmed.

We are currently focusing on the clinical development of savolitinib as both a monotherapy and in combination
with immunotherapy (durvalumab), targeted therapies (Tagrisso (osimertinib) and Iressa (gefitinib)) and chemotherapy
(Taxotere (docetaxel)). We are also focusing on the clinical development of our drug candidate fruquintinib as both a
monotherapy and in combination with chemotherapy (Taxol (paclitaxel)), and may focus on additional combinations in
the future. However, we did not develop or obtain regulatory approval for, and we do not manufacture or sell, Tagrisso,
Iressa, Taxotere, Taxol or durvalumab or any other therapeutic we use in combination with our drug candidates. We may
also seek to develop our drug candidates in combination with other therapeutics in the future.

If the FDA, CFDA or another regulatory agency revokes its approval of any of Tagrisso, Iressa, Taxotere, Taxol,
durvalumab or another therapeutic we use in combination with our drug candidates, we will not be able to market our drug
candidates in combination with such revoked therapeutic. If safety or efficacy issues arise with these or other therapeutics
that we seek to combine with our drug candidates in the future, we may experience significant regulatory delays, and we
may be required to redesign or terminate the applicable clinical trials. In addition, if manufacturing or other issues result

15



in a supply shortage of Tagrisso, Iressa, Taxotere, Taxol or any other combination therapeutics, we may not be able to
complete clinical development of savolitinib, fruquintinib and/or another of our drug candidates on our current timeline or
at all.

Even if one or more of our drug candidates were to receive regulatory approval for use in combination with
Tagrisso, Iressa, Taxotere, Taxol as applicable, or another therapeutic, we would continue to be subject to the risk that the
FDA, CFDA or another regulatory agency could revoke its approval of the combination therapeutic, or that safety, efficacy,
manufacturing or supply issues could arise with one of these combination therapeutics. This could result in savolitinib,
fruquintinib or one of our other products being removed from the market or being less successful commercially.

We face substantial competition, which may result in others discovering, developing or commercializing drugs before
or more successfully than we do.

The development and commercialization of new drugs is highly competitive. We face competition with respect
to our current drug candidates, and will face competition with respect to any drug candidates that we may seek to develop
or commercialize in the future, from major pharmaceutical companies, specialty pharmaceutical companies and
biotechnology companies worldwide. There are a number of large pharmaceutical and biotechnology companies that
currently market drugs or are pursuing the development of therapies in the field of kinase inhibition for cancer and other
diseases. Some of these competitive drugs and therapies are based on scientific approaches that are the same as or similar
to our approach, and others are based on entirely different approaches. Potential competitors also include academic
institutions, government agencies and other public and private research organizations that conduct research, seek patent
protection and establish collaborative arrangements for research, development, manufacturing and commercialization.
Specifically, there are a large number of companies developing or marketing treatments for cancer, including many major
pharmaceutical and biotechnology companies.

Many of the companies against which we are competing or against which we may compete in the future have
significantly greater financial resources and expertise in research and development, manufacturing, pre-clinical testing,
conducting clinical trials, obtaining regulatory approvals and marketing approved drugs than we do. Mergers and
acquisitions in the pharmaceutical, biotechnology and diagnostic industries may result in even more resources being
concentrated among a smaller number of our competitors. Smaller or early stage companies may also prove to be
significant competitors, particularly through collaborative arrangements with large and established companies. These
competitors also compete with us in recruiting and retaining qualified scientific and management personnel and
establishing clinical trial sites and patient registration for clinical trials, as well as in acquiring technologies complementary
to, or necessary for, our programs.

Our commercial opportunity could be reduced or eliminated if our competitors develop and commercialize drugs
that are safer, more effective, have fewer or less severe side effects, are more convenient or are less expensive than any
drugs that we or our collaborators may develop. Our competitors also may obtain FDA, CFDA or other regulatory approval
for their drugs more rapidly than we may obtain approval for ours, which could result in our competitors establishing a
strong market position before we or our collaborators are able to enter the market. The key competitive factors affecting
the success of all of our drug candidates, if approved, are likely to be their efficacy, safety, convenience, price, the level
of generic competition and the availability of reimbursement from government and other third-party payors.

Clinical development involves a lengthy and expensive process with an uncertain outcome.

There is a risk of failure for each of our drug candidates. It is difficult to predict when or if any of our drug
candidates will prove effective and safe in humans or will receive regulatory approval. Before obtaining regulatory
approval from regulatory authorities for the sale of any drug candidate, we or our collaboration partners must complete
pre-clinical studies and then conduct extensive clinical trials to demonstrate the safety and efficacy of our drug candidates
in humans. Clinical testing is expensive, difficult to design and implement and can take many years to complete. The
outcomes of pre-clinical development testing and early clinical trials may not be predictive of the success of later clinical
trials, and interim results of a clinical trial do not necessarily predict final results. Moreover, pre-clinical and clinical data
are often susceptible to varying interpretations and analyses, and many companies that have believed their drug candidates
performed satisfactorily in pre-clinical studies and clinical trials have nonetheless failed to obtain regulatory approval of
their drug candidates. Our future clinical trials may not be successful.

Commencing each of our clinical trials is subject to finalizing the trial design based on ongoing discussions with
the FDA, CFDA or other regulatory authorities. The FDA, CFDA and other regulatory authorities could change their
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position on the acceptability of our trial designs or clinical endpoints, which could require us to complete additional clinical
trials or impose approval conditions that we do not currently expect. Successful completion of our clinical trials is a
prerequisite to submitting a new drug application, or NDA, or analogous filing to the FDA, CFDA or other regulatory
authorities for each drug candidate and, consequently, the ultimate approval and commercial marketing of our drug
candidates. We do not know whether any of our clinical trials will begin or be completed on schedule, if at all.

We and our collaboration partners may incur additional costs or experience delays in completing our pre-clinical or
clinical trials, or ultimately be unable to complete the development and commercialization of our drug candidates.

We and our collaboration partners, including AstraZeneca, Eli Lilly and Nestlé Health Science, may experience
delays in completing our pre-clinical or clinical trials, and numerous unforeseen events could arise during, or as a result
of, future clinical trials, which could delay or prevent us from receiving regulatory approval, including:

e regulators or institutional review boards, or IRBs, or ethics committees may not authorize us or our
investigators to commence or conduct a clinical trial at a prospective trial site;

e we may experience delays in reaching, or we may fail to reach, agreement on acceptable terms with
prospective trial sites and prospective contract research organizations, or CROs, who conduct clinical
trials on behalf of us and our collaboration partners, the terms of which can be subject to extensive
negotiation and may vary significantly among different CROs and trial sites;

e clinical trials may produce negative or inconclusive results, and we or our collaboration partners may
decide, or regulators may require us or them, to conduct additional clinical trials or we may decide to
abandon drug development programs;

e the number of patients required for clinical trials of our drug candidates may be larger than we anticipate,
enrollment in these clinical trials may be slower than we anticipate or participants may drop out of these
clinical trials or fail to return for post-treatment follow-up at a higher rate than we anticipate;

e third-party contractors used in our clinical trials may fail to comply with regulatory requirements or meet
their contractual obligations in a timely manner, or at all, or may deviate from the clinical trial protocol
or drop out of the trial, which may require that we or our collaboration partners add new clinical trial
sites or investigators;

e we or our collaboration partners may elect to, or regulators, IRBs or ethics committees may require that
we or our investigators, suspend or terminate clinical research for various reasons, including
non-compliance with regulatory requirements or a finding that the participants are being exposed to
unacceptable health risks;

e the cost of clinical trials of our drug candidates may be greater than we anticipate;

e the supply or quality of our drug candidates or other materials necessary to conduct clinical trials of our
drug candidates may be insufficient or inadequate; and

e our drug candidates may have undesirable side effects or unexpected characteristics, causing us or our
investigators, regulators, IRBs or ethics committees to suspend or terminate the trials, or reports may
arise from pre-clinical or clinical testing of other cancer therapies that raise safety or efficacy concerns
about our drug candidates.

We could encounter regulatory delays if a clinical trial is suspended or terminated by us or our collaboration
partners, by, as applicable, the IRBs of the institutions in which such trials are being conducted, by the data safety
monitoring board, which is an independent group of experts that is formed to monitor clinical trials while ongoing, or by
the FDA, CFDA or other regulatory authorities. Such authorities may impose a suspension or termination due to a number
of factors, including: a failure to conduct the clinical trial in accordance with regulatory requirements or the applicable
clinical protocols, inspection of the clinical trial operations or trial site by the FDA, CFDA or other regulatory authorities
that results in the imposition of a clinical hold, unforeseen safety issues or adverse side effects, failure to demonstrate a
benefit from using a drug, changes in governmental regulations or administrative actions or lack of adequate funding to
continue the clinical trial. Many of the factors that cause a delay in the commencement or completion of clinical trials may
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also ultimately lead to the denial of regulatory approval of our drug candidates. Further, the FDA, CFDA or other
regulatory authorities may disagree with our clinical trial design and our interpretation of data from clinical trials, or may
change the requirements for approval even after it has reviewed and commented on the design for our clinical trials.

If we or our collaboration partners are required to conduct additional clinical trials or other testing of our drug
candidates beyond those that are currently contemplated, if we or our collaboration partners are unable to successfully
complete clinical trials of our drug candidates or other testing, if the results of these trials or tests are not positive or are
only modestly positive or if there are safety concerns, we may:

e be delayed in obtaining regulatory approval for our drug candidates;

e not obtain regulatory approval at all;

e obtain approval for indications or patient populations that are not as broad as intended or desired;
e be subject to post-marketing testing requirements; or

e have the drug removed from the market after obtaining regulatory approval.

Our drug development costs will also increase if we experience delays in testing or regulatory approvals. We do
not know whether any of our clinical trials will begin as planned, will need to be restructured or will be completed on
schedule, or at all. Significant pre-clinical study or clinical trial delays also could allow our competitors to bring products
to market before we do and impair our ability to successfully commercialize our drug candidates and may harm our
business and results of operations. Any delays in our clinical development programs may harm our business, financial
condition and prospects significantly.

If we or our collaboration partners experience delays or difficulties in the enrollment of patients in clinical trials, the
progress of such clinical trials and our receipt of necessary regulatory approvals could be delayed or prevented.

We or our collaboration partners may not be able to initiate or continue clinical trials for our drug candidates if
we or our collaboration partners are unable to locate and enroll a sufficient number of eligible patients to participate in
these trials as required by the FDA, CFDA or similar regulatory authorities. In particular, we and our collaboration partners
have designed many of our clinical trials, and expect to design future trials, to include some patients with the applicable
genomic alteration that causes the disease with a view to assessing possible early evidence of potential therapeutic effect.
Genomically defined diseases, however, may have relatively low prevalence, and it may be difficult to identify patients
with the applicable genomic alteration. In addition, for our fruquintinib trials, we focus on enrolling patients who have
failed their first or second-line treatments, which limits the total size of the patient population available for such trials. The
inability to enroll a sufficient number of patients with the applicable genomic alteration or that meet other applicable
criteria for our clinical trials would result in significant delays and could require us or our collaboration partners to abandon
one or more clinical trials altogether.

In addition, some of our competitors have ongoing clinical trials for drug candidates that treat the same indications
as our drug candidates, and patients who would otherwise be eligible for our clinical trials may instead enroll in clinical
trials of our competitors’ drug candidates.

Patient enrollment may be affected by other factors including:

e the severity of the disease under investigation;

e the total size and nature of the relevant patient population;

e the design and eligibility criteria for the clinical trial in question;
e the availability of an appropriate genomic screening test;

e the perceived risks and benefits of the drug candidate under study;

o the efforts to facilitate timely enrollment in clinical trials;
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e the patient referral practices of physicians;

e the availability of competing therapies which are undergoing clinical trials;
e the ability to monitor patients adequately during and after treatment; and

e the proximity and availability of clinical trial sites for prospective patients.

Enrollment delays in our clinical trials may result in increased development costs for our drug candidates, which
could cause the value of our company to decline and limit our ability to obtain financing.

Our drug candidates may cause undesirable side effects that could delay or prevent their regulatory approval, limit the
commercial profile of an approved label, or result in significant negative consequences following regulatory approval,

if any.

Undesirable side effects caused by our drug candidates could cause us or our collaboration partners to interrupt,
delay or halt clinical trials or could cause regulatory authorities to interrupt, delay or halt our clinical trials and could result
in a more restrictive label or the delay or denial of regulatory approval by the FDA, CFDA or other regulatory authorities.
In particular, as is the case with all oncology drugs, it is likely that there may be side effects, for example, hand-foot
syndrome, associated with the use of certain of our drug candidates. Results of our trials could reveal a high and
unacceptable severity and prevalence of these or other side effects. In such an event, our trials could be suspended or
terminated and the FDA, CFDA or comparable regulatory authorities could order us to cease further development of or
deny approval of our drug candidates for any or all targeted indications. The drug-related side effects could affect patient
recruitment or the ability of enrolled patients to complete the trial or result in potential product liability claims. Any of
these occurrences may harm our business, financial condition and prospects significantly.

Further, our drug candidates could cause undesirable side effects related to off-target toxicity. Many of the
currently approved tyrosine-kinase inhibitors have been associated with off-target toxicities because they affect multiple
kinases. While we believe that the kinase selectivity of our drug candidates has the potential to significantly improve the
unfavorable adverse off-target toxicity issues, if patients were to experience off-target toxicity, we may not be able to
achieve an effective dosage level, receive approval to market, or achieve the commercial success we anticipate with respect
to, any of our drug candidates, which could prevent us from ever generating revenue or achieving profitability. Many
compounds that initially showed promise in early stage testing for treating cancer have later been found to cause side
effects that prevented further development of the compound.

Clinical trials assess a sample of the potential patient population. With a limited number of patients and duration
of exposure, rare and severe side effects of our drug candidates may only be uncovered with a significantly larger number
of patients exposed to the drug candidate. If our drug candidates receive regulatory approval and we or others identify
undesirable side effects caused by such drug candidates (or any other similar drugs) after such approval, a number of
potentially significant negative consequences could result, including:

e regulatory authorities may withdraw or limit their approval of such drug candidates;

e regulatory authorities may require the addition of labeling statements, such as a “boxed” warning or a
contra-indication;

e we may be required to create a medication guide outlining the risks of such side effects for distribution
to patients;

e we may be required to change the way such drug candidates are distributed or administered, conduct
additional clinical trials or change the labeling of the drug candidates;

e regulatory authorities may require a Risk Evaluation and Mitigation Strategy, or REMS, plan to mitigate
risks, which could include medication guides, physician communication plans, or elements to assure
safe use, such as restricted distribution methods, patient registries and other risk minimization tools;

e we may be subject to regulatory investigations and government enforcement actions;

e we may decide to remove such drug candidates from the marketplace;
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e we could be sued and held liable for injury caused to individuals exposed to or taking our drug
candidates; and

e our reputation may suffer.

Any of these events could prevent us from achieving or maintaining market acceptance of the affected drug
candidates and could substantially increase the costs of commercializing our drug candidates, if approved, and significantly
impact our ability to successfully commercialize our drug candidates and generate revenue.

We and our collaboration partners have conducted and intend to conduct additional clinical trials for certain of our
drug candidates at sites outside the United States, and the FDA may not accept data from trials conducted in
such locations or may require additional U.S.-based trials.

We and our collaboration partners have conducted, currently are conducting and intend in the future to conduct,
clinical trials outside the United States, particularly in China where our Innovation Platform is headquartered as well as
in Australia.

Although the FDA may accept data from clinical trials conducted outside the United States, acceptance of these
data is subject to certain conditions imposed by the FDA. For example, the clinical trial must be well designed and
conducted by qualified investigators in accordance with current good clinical practices, or GCPs, including review and
approval by an independent ethics committee and receipt of informed consent from trial patients. The trial population must
also adequately represent the U.S. population, and the data must be applicable to the U.S. population and U.S. medical
practice in ways that the FDA deems clinically meaningful. Generally, the patient population for any clinical trial
conducted outside of the United States must be representative of the population for which we intend to seek approval in
the United States. In addition, while these clinical trials are subject to applicable local laws, FDA acceptance of the data
will be dependent upon its determination that the trials also comply with all applicable U.S. laws and regulations. There
can be no assurance that the FDA will accept data from trials conducted outside of the United States. If the FDA does not
accept the data from our clinical trials of savolitinib, fruquintinib, sulfatinib, epitinib or theliatinib in China or HMPL-523,
HMPL-689 and HMPL-453 in Australia and China, for example, or any other trial that we or our collaboration partners
conduct outside the United States, it would likely result in the need for additional clinical trials, which would be costly
and time-consuming and delay or permanently halt our ability to develop and market these or other drug candidates in the
United States.

In addition, there are risks inherent in conducting clinical trials in jurisdictions outside the United States
including:

e regulatory and administrative requirements of the jurisdiction where the trial is conducted that could
burden or limit our ability to conduct our clinical trials;

e foreign exchange fluctuations;
e manufacturing, customs, shipment and storage requirements;
e cultural differences in medical practice and clinical research; and

o the risk that patient populations in such trials are not considered representative as compared to patient
populations in the United States and other markets.

A Breakthrough Therapy designation by the FDA may not be granted to any of our drug candidates, and even if
granted, may not lead to a faster development or regulatory review or approval process, and it does not increase the
likelihood that our drug candidates will receive regulatory approval.

We intend to seek Breakthrough Therapy designation in the United States for some of our drug candidates,
including savolitinib in patients with papillary renal cell carcinoma, non-small cell lung cancer and gastric cancer,
sulfatinib in patients with neuroendocrine tumors and epitinib in patients with non-small cell lung cancer with brain
metastasis. A Breakthrough Therapy is defined as a drug that is intended, alone or in combination with one or more other
drugs, to treat a serious or life-threatening disease or condition, and preliminary clinical evidence indicates that the drug
may demonstrate substantial improvement over existing therapies on one or more clinically significant endpoints, such as
substantial treatment effects observed early in clinical development. For drugs that have been designated as Breakthrough
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Therapies, interaction and communication between the FDA and the sponsor of the trial can help to identify the most
efficient path for clinical development while minimizing the number of patients placed in ineffective control regimens.
Drugs designated as Breakthrough Therapies by the FDA are also eligible for accelerated approval.

Designation as a Breakthrough Therapy is within the discretion of the FDA. Accordingly, even if we believe one
of our drug candidates meets the criteria for designation as a Breakthrough Therapy, the FDA may disagree and instead
determine not to make such designation. In any event, the receipt of a Breakthrough Therapy designation for a drug
candidate may not result in a faster development process, review or approval compared to drugs considered for approval
under conventional FDA procedures and does not assure ultimate approval by the FDA. In addition, even if one or more
of our drug candidates qualify as Breakthrough Therapies, the FDA may later decide that the drugs no longer meet the
conditions for qualification.

If we are unable to obtain and/or maintain CFDA approval for our drug candidates to be eligible for an expedited
registration pathway, the time and cost we incur to obtain regulatory approvals may increase. Even if we receive such
approvals, they may not lead to a faster development, review or approval process.

Under the Special Examination and Approval of the Registration of New Drugs provisions, the CFDA may grant
“green-channel” approval to (i) active ingredients and their preparations extracted from plants, animals and minerals, and
newly discovered medical materials and their preparations that have not been sold in the China market, (ii) chemical drugs
and their preparations and biological products that have not been approved for sale at its origin country or abroad, (iii) new
drugs with obvious clinical treatment advantages for such diseases as AIDS, therioma, and rare diseases, and (iv) new
drugs for diseases that have not been treated effectively. We have achieved green-channel approval from the CFDA for
savolitinib, fruquintinib, sulfatinib, epitinib and theliatinib. We anticipate that we may seek a green-channel development
pathway for certain of our other drug candidates and indications. If granted, the green-channel will enable us to establish
streamlined communication with the relevant review panel of the CFDA, thus improving the efficiency of new
drug approval.

A failure to obtain and/or maintain green-channel approval or any other form of expedited development, review
or approval for our drug candidates would result in a longer time period to commercialization of such drug candidate,
could increase the cost of development of such drug candidate and could harm our competitive position in the marketplace.
In addition, even if we obtain green-channel approval, there is no guarantee that we will experience a faster development
process, review or approval compared to non-accelerated registration pathways or that a drug candidate will ultimately be
approved for sale.

Even if we receive regulatory approval for any of our drug candidates, we will be subject to ongoing obligations and
continued regulatory review, which may result in significant additional expense.

If the FDA, CFDA or a comparable regulatory authority approves any of our drug candidates, the manufacturing
processes, labeling, packaging, distribution, adverse event reporting, storage, advertising, promotion and recordkeeping
for the drug will be subject to extensive and ongoing regulatory requirements. These requirements include submissions of
safety and other post-marketing information and reports, registration, as well as continued compliance with current Good
Manufacturing Practices, or GMPs, and GCPs. Any regulatory approvals that we receive for our drug candidates may also
be subject to limitations on the approved indicated uses for which the drug may be marketed or to the conditions of
approval, or contain requirements for potentially costly post-marketing testing, including Phase IV clinical trials, and
surveillance to monitor the safety and efficacy of the drug.

In addition, regulatory policies may change or additional government regulations may be enacted that could
prevent, limit or delay regulatory approval of our drug candidates. If we are slow or unable to adapt to changes in existing
requirements or the adoption of new requirements or policies, or if we are not able to maintain regulatory compliance, we
may lose any regulatory approval that we may have obtained, which would adversely affect our business, prospects and
ability to achieve or sustain profitability.

We may be subject to penalties if we fail to comply with regulatory requirements or experience unanticipated problems
with any of our drugs that receive regulatory approval.

Once a drug is approved by the FDA, CFDA or a comparable regulatory authority for marketing, it is possible
that there could be a subsequent discovery of previously unknown problems with the drug, including problems with
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third-party manufacturers or manufacturing processes, or failure to comply with regulatory requirements. If any of the
foregoing occurs with respect to our drug products, it may result in, among other things:

e restrictions on the marketing or manufacturing of the drug, withdrawal of the drug from the market, or
drug recalls;

e fines, warning letters or holds on clinical trials;

e refusal by the FDA, CFDA or comparable regulatory authority to approve pending applications or
supplements to approved applications filed by us, or suspension or revocation of drug license approvals;

e drug seizure or detention, or refusal to permit the import or export of drugs; and
e injunctions or the imposition of civil or criminal penalties.

Any government investigation of alleged violations of law could require us to expend significant time and
resources and could generate negative publicity. If we or our collaborators are not able to maintain regulatory compliance,
regulatory approval that has been obtained may be lost and we may not achieve or sustain profitability, which would
adversely affect our business, prospects, financial condition and results of operations.

The incidence and prevalence for target patient populations of our drug candidates are based on estimates and
third-party sources. If the market opportunities for our drug candidates are smaller than we estimate or if any approval
that we obtain is based on a narrower definition of the patient population, our revenue and ability to achieve profitability
will be adversely affected, possibly materially.

Periodically, we make estimates regarding the incidence and prevalence of target patient populations for particular
diseases based on various third-party sources and internally generated analysis and use such estimates in making decisions
regarding our drug development strategy, including determining indications on which to focus in pre-clinical or clinical
trials.

These estimates may be inaccurate or based on imprecise data. For example, the total addressable market
opportunity will depend on, among other things, their acceptance by the medical community and patient access, drug
pricing and reimbursement. The number of patients in the addressable markets may turn out to be lower than expected,
patients may not be otherwise amenable to treatment with our drugs, or new patients may become increasingly difficult to
identify or gain access to, all of which would adversely affect our results of operations and our business.

Our future success depends on our ability to retain key executives and to attract, retain and motivate qualified
personnel.

We are highly dependent on the expertise of the members of our research and development team, as well as the
other principal members of our management, including Christian Hogg, our Chief Executive Officer and director, and
Weiguo Su, Ph.D., our Chief Scientific Officer. Although we have entered into employment letter agreements with our
executive officers, each of them may terminate their employment with us at any time with three months’ prior written
notice. We do not maintain “key person” insurance for any of our executives or other employees.

Recruiting and retaining qualified management, scientific, clinical, manufacturing and sales and marketing
personnel will also be critical to our success. The loss of the services of our executive officers or other key employees
could impede the achievement of our research, development and commercialization objectives and seriously harm our
ability to successfully implement our business strategy. Furthermore, replacing executive officers and key employees may
be difficult and may take an extended period of time because of the limited number of individuals in our industry with the
breadth of skills and experience required to successfully develop, gain regulatory approval of and commercialize drugs.
Competition to hire from this limited pool is intense, and we may be unable to hire, train, retain or motivate these key
personnel on acceptable terms given the competition among numerous pharmaceutical and biotechnology companies for
similar personnel. We also experience competition for the hiring of scientific and clinical personnel from universities and
research institutions. Failure to succeed in clinical trials may make it more challenging to recruit and retain qualified
scientific personnel.
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Risks Related to Our Commercial Platform

As a significant portion of our Commercial Platform business, which consists of our Prescription Drugs and Consumer
Health divisions, is conducted through joint ventures, we are largely dependent on the success of our joint ventures
and our receipt of dividends or other payments from our joint ventures for cash to fund our operations.

We are party to joint venture agreements with our non-consolidated joint ventures Shanghai Pharmaceuticals and
Guangzhou Baiyunshan, which together form an important part of our Commercial Platform business. Our equity in the
earnings of these non-consolidated joint ventures was $23.6 million, $26.3 million and $70.5 million for the years ended
December 31, 2014, 2015 and 2016, respectively, as recorded in our consolidated financial statements. Furthermore, we
have consolidated joint ventures with each of Sinopharm and Hain Celestial which accounted for substantially all of our
Commercial Platform’s consolidated revenue for the years ended December 31, 2014, 2015 and 2016.

As a result, our ability to fund our operations and pay our expenses or to make future dividend payments, if any,
is largely dependent on the earnings of our joint ventures and the payment of those earnings to us in the form of dividends.
Payments to us by our joint ventures will be contingent upon our joint ventures’ earnings and other business considerations
and may be subject to statutory or contractual restrictions. Each joint venture’s ability to distribute dividends to us is
subject to approval by their respective boards of directors, which in the case of Shanghai Hutchison Pharmaceuticals and
Hutchison Baiyunshan are comprised of an equal number of representatives from each party.

Operationally, our joint venture partners have certain responsibilities and/or certain rights to exercise control or
influence over operations and decision-making under the joint venture arrangements. Therefore, the success of our joint
ventures depends on the efforts and abilities of our joint venture parties to varying degrees. For example, we share the
ability to appoint the general manager of our joint venture with Guangzhou Baiyunshan, with each of us having a rotating
four-year right, and therefore, our ability to manage the day-to-day operations of this joint venture is more limited. On the
other hand, we appoint the general managers of Hutchison Sinopharm and Shanghai Hutchison Pharmaceuticals pursuant
to the joint venture agreements governing these entities and therefore oversee the day-to-day management of these joint
ventures. However, we still rely on our joint venture partners Sinopharm and Shanghai Pharmaceuticals to provide certain
distribution and logistics services. See “—Risks Related to our Dependence on Third Parties—Joint ventures form an
important part of our Commercial Platform business, and our ability to manage and develop the businesses conducted by
these joint ventures depends in part on our relationship with our joint venture partners” for more information.

We intend to use our Commercial Platform’s Prescription Drugs business to commercialize our internally developed
drug candidates, but we may not be successful in adapting this business to successfully manufacture, sell and market
our drug candidates if and when they are approved, and we may not be able to generate any revenue from such products.

Our Prescription Drugs business is operated by our Shanghai Hutchison Pharmaceuticals and Hutchison
Sinopharm joint ventures and currently has a manufacturing, sales and marketing infrastructure in China. If our drug
candidates are approved, we intend to leverage our Prescription Drugs business to commercialize such drug candidates;
however, to do so, we must adapt our Prescription Drugs business to cater to oncology and/or immunology drug sales to
achieve commercial success for any approved drug candidate in these areas. In the future, we may need to expand the sales
and marketing team of these joint ventures or refocus their activities to some of our drug candidates if and when they
are approved.

There are risks involved with adapting our current Prescription Drugs business. For example, recruiting and/or
training a sales force in new therapeutic areas is time consuming and could delay any drug launch. Factors that may inhibit

our efforts to commercialize our drug candidates through our Prescription Drugs business include:

e our joint ventures’ inability to recruit and retain adequate numbers of effective sales and marketing
personnel;

e the inability of our joint ventures’ sales personnel to obtain access to physicians or persuade adequate
numbers of physicians to prescribe any future drugs; and

e the lack of complementary drugs to be offered by our joint ventures’ sales personnel, which may put our
joint ventures at a competitive disadvantage relative to companies with more extensive product lines.

In such case, our business, results of operations, financial condition and prospects will be materially and adversely
affected.
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Our Commercial Platform faces substantial competition.

Our Commercial Platform’s Prescription Drugs business competes in the pharmaceutical industry in China, which
is characterized by a number of established, large pharmaceutical companies, as well as some smaller emerging
pharmaceutical companies. Our Prescription Drugs business competes with pharmaceutical companies engaged in the
development, production, marketing or sales of prescription drugs, in particular cardiovascular drugs. The identities of the
key competitors with respect to our Prescription Drugs business vary by product and, in certain cases, competitors have
greater financial resources than us and may elect to focus these resources on developing, importing or in-licensing and
marketing products in the PRC that are substitutes for our products and may have broader sales and marketing
infrastructure with which to do so. Our Commercial Platform’s Consumer Health business also competes in a highly
fragmented market in Asia.

The products sold through our Commercial Platform, which may include our drug candidates if they receive
regulatory approval, may compete against products that have lower prices, superior performance, greater ease of
administration or other advantages compared to our products. In some circumstances, price competition may drive our
competitors to conduct illegal manufacturing processes to lower their manufacturing costs. Increased competition may
result in price reductions, reduced margins and loss of market share, whether achieved by either legal or illegal means, any
of which could materially and adversely affect our profit margins. We and our joint ventures may not be able to compete
effectively against current and future competitors.

If we are not able to maintain and enhance brand recognition of the Commercial Platform’s products to maintain its
competitive advantage, our reputation, business and operating results may be harmed.

We believe that market awareness of the products sold through our Commercial Platform, which include our joint
ventures’ branded products, such as Baiyunshan and Shang Yao, and the brands of third-party products which are
distributed through our joint ventures, such as AstraZeneca’s Seroquel, has contributed significantly to the success of our
Commercial Platform. We also believe that maintaining and enhancing such brands is critical to maintaining our
competitive advantage. Although the sales and marketing staff of our Commercial Platform will continue to further
promote such brands to remain competitive, they may not be successful. If our joint ventures are unable to further enhance
brand recognition and increase awareness of their products, or if they are compelled to incur excessive marketing and
promotion expenses in order to maintain brand awareness, our business and results of operations may be materially and
adversely affected. Furthermore, our results of operations could be adversely affected if the Baiyunshan and Shang Yao
brands, or the brands of any other products, or our reputation, are impaired by certain actions taken by our joint venture
partners, distributors, competitors or relevant regulatory authorities.

Reimbursement may not be available for the products currently sold through our Commercial Platform or our drug
candidates in China, the United States or other countries, which could diminish our sales or affect our profitability.

The regulations that govern pricing and reimbursement for pharmaceuticals vary widely from country to country.
Some countries require approval of the sale price of a drug before it can be marketed. In many countries, the pricing review
period begins after regulatory approval is granted. In some foreign markets, pharmaceutical pricing remains subject to
continuing governmental control even after initial approval is granted. Furthermore, once marketed and sold, government
authorities and third-party payors, such as private health insurers and health maintenance organizations, decide which
medications they will pay for and establish reimbursement levels. Adverse pricing reimbursement levels may hinder
market acceptance of products sold by our Commercial Platform or drug candidates.

In China, for example, the Ministry of Labor and Social Security of the PRC or provincial or local labor and
social security authorities, together with other government authorities, review the inclusion or removal of drugs from the
PRC’s National Medical Insurance Catalogue or provincial or local medical insurance catalogues for the National Medical
Insurance Program every other year, and the tier under which a drug will be classified, both of which affect the amounts
reimbursable to program participants for their purchases of those medicines. These determinations are made based on a
number of factors, including price and efficacy. Depending on the tier under which a drug is classified in the provincial
medicine catalogue, a National Medical Insurance Program participant residing in that province can be reimbursed for the
full cost of Tier 1 medicine and for the majority of the cost of a Tier 2 medicine. In some instances, if the price range
designated by the local or provincial government decreases, it may adversely affect our business and could reduce our
total revenue or decrease our profit falls below production costs, we may stop manufacturing certain products. In addition,
in order to access certain local or provincial-level markets, our joint ventures are periodically required to enter into
competitive bidding processes for She Xiang Bao Xin pills (the best selling product of our Shanghai Hutchison
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Pharmaceuticals joint venture), Fu Fang Dan Shen tablets (the best selling product of our Hutchison Baiyunshan joint
venture) and other products with a pre-defined price range. The competitive bidding in effect sets price ceilings for those
products, thereby limiting our profitability.

In the United States, there have been and continue to be a number of legislative initiatives to contain healthcare
costs which may affect reimbursement rates of our drug candidates if approved. For example, in March 2010, the Patient
Protection and Affordable Care Act, as amended by the Health Care and Education Reconciliation Act, or the Affordable
Care Act, was passed, which substantially changes the way health care is financed by both governmental and private
insurers. The Affordable Care Act, among other things, subjects biologic products to potential competition by lower-cost
biosimilars and establishes annual fees and taxes on manufacturers of certain branded prescription drugs. It also establishes
a new Medicare Part D coverage gap discount program, in which manufacturers must agree to offer 50% point-of-sale
discounts off negotiated prices of applicable brand drugs to eligible beneficiaries during their coverage gap period as a
condition for the manufacturer’s outpatient drugs to be covered under Medicare Part D. In addition, other legislative
changes have been proposed and adopted in the United States since the Affordable Care Act was enacted.

Modifications to or repeal of all or certain provisions of the Healthcare Reform Act are expected as a result of the
outcome of the recent presidential election and Republicans maintaining control of Congress, consistent with statements
made by Donald Trump and members of Congress during the presidential campaign and following the election. We cannot
predict the ultimate content, timing or effect of any changes to the Healthcare Reform Act or other federal and state reform
efforts. There is no assurance that federal or state health care reform will not adversely affect our future business and
financial results. We expect that additional U.S. state and federal healthcare reform measures will be adopted in the future,
any of which could limit the amounts that federal and state governments will pay for healthcare products and services,
which could result in reduced demand for our drug candidates or additional pricing pressures. We expect that the
pharmaceutical industry will experience pricing pressures due to the increasing influence of managed care (and related
implementation of managed care strategies to control utilization), additional federal and state legislative and regulatory
proposals to regulate pricing of drugs, limit coverage of drugs or reduce reimbursement for drugs, public scrutiny and the
Trump administration’s agenda to control the price of pharmaceuticals through government negotiations of drug prices in
Medicare Part D and importation of cheaper products from abroad.

Moreover, eligibility for reimbursement in the United States does not imply that any drug will be paid for in all
cases or at a rate that covers our costs, including research, development, manufacture, sale and distribution. Interim
U.S. reimbursement levels for new drugs, if applicable, may also not be sufficient to cover our costs and may not be made
permanent. Reimbursement rates may vary according to the use of the drug and the clinical setting in which it is used, may
be based on reimbursement levels already set for lower cost drugs and may be incorporated into existing payments for
other services. Net prices for drugs may be reduced by mandatory discounts or rebates required by U.S. government
healthcare programs or private payors and by any future relaxation of laws that presently restrict imports of drugs from
countries where they may be sold at lower prices than in the United States. Third-party payors in the United States often
rely upon Medicare coverage policy and payment limitations in setting their own reimbursement policies. Our inability to
promptly obtain coverage and profitable payment rates from both government-funded and private payors for any approved
drugs that we develop could have a material adverse effect on our operating results, our ability to raise capital needed to
commercialize drugs and our overall financial condition.

Sales of products sold by our Prescription Drugs business rely on the ability to win tender bids for the medicine
purchases of hospitals in China.

Our Commercial Platform’s Prescription Drugs business markets to hospitals in China who may make bulk
purchases of a medicine only if that medicine is selected under a government-administered tender process. Periodically, a
bidding process is organized on a provincial or municipal basis. Whether a drug manufacturer is invited to participate in
the tender depends on the level of interest that hospitals have in purchasing this drug. The interest of a hospital in a
medicine is evidenced by:

e the inclusion of this medicine on the hospital’s formulary, which establishes the scope of drug physicians
at this hospital may prescribe to their patients, and

e the willingness of physicians at this hospital to prescribe a particular drug to their patients.

We believe that effective marketing efforts are critical in making and keeping hospitals interested in purchasing
the Prescription Drugs sold 