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Chairman’s Statement
ETEHRE

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 2006.

RESULTS

The Group has recorded the revenue of approximately RMB788,797,000 (2005:
RMB734,002,000) for the year ended 31 December 2006, which was increased
by 7.5% from the revenue of 2005. Net profit attributable to equity holders was
approximately RMB65,781,000 (2005: RMB105,646,000), which was decreased
by 37.7% from the profit of 2005. The decline in profit was mainly due to the drastic
changes in the pharmaceutical market of PRC, the price fluctuation of the main raw
material 7-ACA and the increase in expenditure on the Group’s production technique
improvement in 2006.

FINAL DIVIDEND

The Board has declared a final dividend of HK$0.017 per share for the year ended
31 December 2006, approximately amounting to the total sum of HK$13,585,000
(approximately equivalent to RMB13,654,000).

Considering the interim dividend of HK$0.015 per share, the total annual dividend
distribution for the year ended 31 December 2006 is HK$0.032 per share. The
dividend payout ratio of is approximately 39%.

OVERVIEW
1. Cephalosporin

The Group is engaged in the manufacturing, sales and marketing of non-
patented chemical drugs in the People’s Republic of China (the “PRC”) covering
various drug formulations including cephalosporin bulk medicines and powder
for injections. The Group is one of the few third generation cephalosporin
manufacturers in the PRC which adopted the comprehensive vertically-
integrated-production-process. The Group’s solvent-crystallization technique for
producing cefoperazone has become the competitive technology in the PRC.

2. Generic Drugs (System Specialty Drugs)
According to the arrangement for adjusting the Group’s product portfolio, sales
of the Group’s high gross profit margin products, generic drugs (system specialty
drugs), grew significantly in 2008. Its account on the total sales increased from
8.8% in 2005 to 11.2% in 2006.

3. Export Sales
In 2006, the Group’s export sales achieved RMB73,396,000, representing

over 9% of total sales, significantly grew by 85.8% as compared with the
corresponding period of last year.
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4. Development Strategies

The Group has been continuously optimizing its product portfolio, striving to
develop the generic drugs’ (system specialty drugs) market and overseas
market, enhancing investments in research and development (“R&D”) and
markets, attracting and recruiting talented people in order to create actively a
new profitable platform since listed on the Main Board of The Stock Exchange of
Hong Kong Limited (“the Main Board”).

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.

THE CREATION OF FUTURE TOGETHER WITH TALENTED
STAFF

The Group has been devoting to train and recruit talents and expertise in order
to meet the needs for the rapid development in achieving systematization,
professionalization and internationalization since listed on the Main Board. The Group
has always treated its elite management team as well as its staff nationwide as the
most valuable intangible assets, which have been the greatest driving force for the
future development of the Group. | would like to take this opportunity to express
my deepest gratitude to the members of the Board, and to the staff of the Group’s
subsidiaries and various departments who have been working with us dedicatedly for
the last year.

Li Kei Ling
Chairman

Hong Kong, 22nd March 2007
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