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CHAIRMAN'S STATEMENT

DEAR SHAREHOLDERS,

On behalf of the board of the Directors (the “Board”) of Dawnrays
Pharmaceutical (Holdings) Limited (the “Company”) and its subsidiaries
(collectively referred to as the "Group”), | am glad to present the results of the

Group for the year ended 31 December 2005.

RESULTS

The Group has recorded the revenue of approximately RMB734,002,000 (2004:
RMB584,758,000) for the year ended 31 December 2005, which was increased
by 25.5% from the revenue of 2004. Net profit attributable to equity holders
was approximately RMB105,646,000 (2004: RMB76,451,000), which was
increased by 38.2% from the profit of 2004. The significant growth in revenue
and profit were mainly attributable to the expansion of capacity, growth of

sales, as well as the decrease of cost and expenses in conducting the business.

FINAL DIVIDEND

The Board has declared a final dividend of HK$0.035 per share for the year
ended 3| December 2005, amounting to the total sum of HK$27,999,020
(approximately equivalent to RMB29,127,000).

Considering the interim dividend of HK$0.015 per share, the total annual
dividend distribution for the year ended 3| December 2005 is HK$0.050 per

share, equivalent to the dividend payout of approximately 40%.

BUSINESS OUTLOOK
I. Cephalosporin

The Group is engaged in the development, manufacturing, sales and
marketing of non-patented chemical drugs in the PRC covering various
drug formulations including cephalosporin bulk medicine and powder for
injection. The Group is one of the few third generation cephalosporin
manufacturers in the PRC which adopted the comprehensive vertically-
integrated-production-process. The Group launched the fourth generation
cephalosporin bulk medicine and powder for injection in 2005. The
Group's solvent-crystallization technique for producing Cefoperazone has
become the competitive technology in the PRC. During the year 2005,
the Group’s projects of production capacity expansion were basically

completed and the sales of Cephalosporin were geared up substantially.
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2. Generic Drugs (System Specific Medicine) —hRE(ERA%E)
In 2005, the sales of our cardiovascular system medicine, “AN NEI ZHEN", ZETRE  ARFANOME RS E
boosted significantly. The drug has already occupied a leading market MAZIZANE]JEHERNRIZR - #AFR
position in the PRC. i RE ML
3. Export Sales =HOEE
The Group's export sales achieved RMB39,505,900, significantly grew by AEENEHOBEE-TETAFEIAR
87.4% as compared with the corresponding period of last year. The export #:39,505,9007T * th — T EIMFIELR874%
sales occupied over 5% of the Group’s overall sales for the year 2005. HAAEE T FHENSY °
4. Development Strategies o~ 2% R B
Soon after the Group was listed on the Main Board of The Stock Exchange REBRBEABEXIMARRARERLE
of Hong Kong Limited, it has carefully designed its development strategies LA » DAZRB B BEIT R BUR B A A =
to extricate itself from the unfavorable and restrictive conditions arising TEBEERGE  EASRIAZMSH
from the national pharmaceutical public policies in the PRC and to optimize BN IS BB RE - W3 AL - IR
its products portfolio. The Group also takes part profoundly in the T MHBIKENE ° 2005 20044 & 1) &
marketplace of the system specific generic drug market and overseas mEMERELANT
market by recruiting talented people, enhancing R&D and marketing efforts.
The gross profit contribution of our products in 2005 and 2004 are
shown as follows:—
Product Em Gross Profit (RMB’000) Gross Profit Contribution (%)
EMNEARETT) E M & REEE B (%)
2005 2004 2005 2004
—EERRF eSS —EZ2RF —TZME
Bulk Medicine JR#} B2 82,084 63,690 38.1% 33.1%
Powder for Injection 7 &t A 84,389 91,023 39.2% 47.2%
System Specific Medicine B R & 48,760 37,964 22.7% 19.7%
Total aH 215,233 192,677 100% 100%
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Gross Profit (RMB'000)
E FI &8 (A R #000)

Year

2005 82,08 84,389

B Bulk Medicine R} %
[ Powder for Injection 5 #1 %I
[ System Specific Medicine =} F 4%

On 10 October 2005, the National Development and Reform Commission of
the PRC executed the State administration order of retail price-cut on antibiotics
in powder for injection form. The bulk medicine and system specific medicine
were not given any direct adverse impact by the mandatory price-cut order.
The above gross profit contribution percentages in 2005 indicate that the
structure of the Group's products was robust and healthy to resist the risks

arising from policies changes.

CORPORATE GOVERNANCE

The Board has established the Audit Committee, Remuneration Committee,
and Nomination Committee, in order to enhance the capabilities of corporate
governance of the Group, so as to upgrade the flexibility of the management
platform and scientific direction of the business operation. An effective internal
control mechanism in our financial management system was also established, so
as to maintain sustainable and healthy development of the Group, as well as

solidify the foundation for capital operation in future.

A CORPORATE WITH TALENTS, JOIN HANDS
TO CREATE FUTURE

Soon after the Group was listed on the Main Board of the Stock Exchange of
Hong Kong Limited, in order to meet the needs for the rapid development in
achieving systematization, professionalization and internationalization, the Group
has been increasing its pace in developing and recruiting talents and expertise.
During the years 2004 and 2005, the share options to subscribe for about 3.3%

of the Company issued capital were granted to the management. The Group
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as always treated its elite management team as well as its staff nationwide as
e most valuable intangible assets, which have been the greatest driving force
or the future development of the Group. | would like to take this opportunity
o express my deepest gratitude to the members of the Board, and to the staff
f the Group'’s subsidiaries and various departments who have been working

ith us dedicatedly for the last year.

ong Kong, 28th, March 2006
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