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Financial Highlights
MBHE

The board (the “Board”) of directors (the “Directors”) of Dawnrays RInR (ER)BRAR(ARA D 2EE([EE]
Pharmaceutical (Holdings) Limited (the “Company”) is pleased to announce 2([E52 ) BHIREARAMEMNBAR (FHRE A
the unaudited consolidated interim results of the Company and its SEDEE_ZETLFA=TAHEANEAR AR
subsidiaries (collectively, the “Group”) for the six months ended 30 June M) 2 RICEIZEHEE - WEHEEDKHARTN

2007 (the “period”). These interim results have been reviewed by the audit ENELZEGEH -
committee of the Company.

For the six months ended 30 June 2007 2006 Change
BERNA=THIEAREAR —BEtE —TENE i
Unaudited RMB’000 RMB’000 %
RS EZ AR®TT AREBFTT

Turnover 437,202 398,197 9.8
R

Profit before tax 46,108 48,207 (4.35)
FRA A% A

Net Profit attributable to equity holders 41,356 45,451 (9.01)

A ARG T

Earnings per share — basic (RMB) 0.0516 0.0568 (9.15)
BRAN - £ (ARH)

Interim dividend per share (HK$) 0.015 0.015 -
TP ERE (B%)
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CONSOLIDATED RESULTS

The Group has recorded the turnover of approximately RMB437,202,000
for the six months ended 30 June 2007, which was increased by
9.8% from the same period of the financial year 2006. The increase in
turnover was mainly attributable to the steady growth in revenue from the
businesses of the Group. Net profit attributable to equity holders for the
six months ended 30 June 2007 was approximately RMB41,356,000,
which was decreased by RMB4,095,000 from the corresponding period of
last year. The decline in profit was mainly due to the increase in prices of

chemical raw materials, sales expenditures and enterprises’ income tax.

INTERIM DIVIDEND

The Board has resolved to declare an interim dividend of HK$0.015 per
share for the year ended 31 December 2007, approximately amounting
to the total sum of HK$12,064,000 (approximately equivalent to
RMB11,804,000).

OVERVIEW

Operation of the Group for the first half of 2007 had been well with sound
financial position. By leveraging on the advantageous vertically integrated
production and sales strategies among the upper, middle and lower
stream, the Group has been ranking among the top 100 enterprises
among over 4,000 pharmaceutical enterprises in the People’s Republic
of China (the “PRC”). The Board always pays attention to the dominant
trend in market development, and pursues for sustainable development
strategies that are beneficial and effective, so as to consolidate and
enhance the Group’s position in the pharmaceutical market in the PRC.

After conducting marketing survey for a long time within and outside
the PRC, the Board concentrated its efforts to improve the production
conditions of the Group under its middle term development plan in
accordance with the pharmaceutics production technologies and
standards of internationally leading countries. Therefore, during the first half
of 2007, the Group separately devoted resources to the upper, middle and
lower stream of its industry chain.

Chairman’s Statement
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Chairman’s Statement

ER®mE

In addition, during the first half of 2007, the Group, as the only research and
cooperation partner and designated supplier for drugs used in research,
participated in the largest integrated medical project for the prevention
and treatment of hypertension. The project is one of the key projects in
the Eleventh Five-Year Plan (“Eleventh Five-Year Plan”) of the PRC, which
is supported by the Ministry of Health of the People’s Republic of China
and the Ministry of Science and Technology of the People’s Republic of
China, and is conducted by the Cardiovascular Institute, Chinese Academy
of Medical Sciences in the PRC. The project is the first Eleventh Five-Year
Plan project in the medical sector in the PRC that is supported by the
State, which basically covers major hospitals in the Mainland PRC. The
Group is entitled to all interests from the commercialization of the results
from the research of the project. With the continuous enhancement in the
power of the economy in the PRC, consumption per capita has increased
substantially. There will definitely be simultaneous increase in the demand
for cardiovascular drugs by the market. Therefore, it is expected by the
Board that the project will improve the Group’s capabilities in the marketing
and research of cardiovascular drugs.

PROSPECTS

Looking into the past, the Board has been developing the businesses of
the Group under the mission of “advancement, change and innovation
on a solid foundation”. It is expected to create maximum value and bring
stable return to the investment of the shareholders. In the meantime, it
is also expected the Group can contribute to the health of people in a
socially responsible manner. On this foundation, the businesses of the
Group have been moving ahead under the direction and speed as planned
by the Board. The Group has successfully become one of the top 100
pharmaceutical enterprises in the PRC.

DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED
R A () R AR
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Looking into the future, with the economy in the PRC developing rapidly
after joining the World Trade Organization, there has been rapid growth
in the per capita income. The strength of the nation as a whole continued
to increase. The remarkable success in the economy achieved by the
State present development opportunities to different industries in the PRC
unprecedented in the past century. However, such success also brings
enormous pressure to the manufacturing industry in the PRC. Today, as a
pharmaceutical manufacturing enterprise in the PRC market, the Group,
as well as its peers, have to seriously and properly deal with the conflict
between corporate development and environmental protection. We have
to monitor production processes at different phases comprehensively. We
also have to enhance our quality assurance system so as to assure the
delivery of quality products for use.

The Board considers that the pharmaceutical manufacturing industry in
the PRC is facing structural change. The manufacturing enterprises must
devote resources on its own to adapt to the strict requirements of the
regulatory authorities in terms of environmental protection, quality and
other aspects. Similar establishments of low standard will be phased out.
Based on this conclusion, the Board has moved ahead of time. When we
were formulating the middle term development strategies of the Group,
we must fulfill the requirements as laid down by Chinese supervisory
authorities for pharmaceutical productions in the planning of standards for
the construction of new projects. At the same time, we have to obtain the
certification and pass the examination by leading national pharmaceutical
regulatory authorities, so as to attain “state-of-the-art, quality and high
standard” for its production facilities.

In the long run, the pharmaceutical market in the PRC is a market with
huge growth potential. | believe that the various new projects undertaking
by the Group can establish a new platform that can consolidate and
enhance the position of the Company in the pharmaceutical market in the
PRC. | also believe that this new platform can create new conditions for
the Group to compete in the international market, and to strengthen the
development of its overseas business more effectively. We will facilitate
and develop the businesses of the Group through internal innovation and
cooperation externally with other parties in a multi-facet manner that will
improve the core value of the enterprise and enhance the return on the
investment of the shareholders.

Chairman’s Statement
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Chairman’s Statement

EFEHRE

The Board and the senior management will devote to the strict standard
and transparent corporate governance in future just as the past. We will
improve internal control and financial management, so as to maintain a
stable dividend policy by the Company.

Finally, | wish to express my gratitude to the support and trust of the

shareholders of the Company and all staff of the Group. We will dedicate
ourselves to the work in future just as the past.

Li Kei Ling
Chairman

24 August 2007
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Management Discussion and Analysis

BUSINESS REVIEW

Operation Overview

The total turnover of the Group for the first half of 2007 was
RMB437,202,000. The increase in sales was mainly attributable to
the change in product composition and sales strategy according
to the market conditions. Save as powder for injections, the sales
of bulk medicines and generic drugs (system specific medicines)
increased. In addition, as the Group has actively expanded overseas
market, export sales reached RMB50,230,000 for the first half of
the year, representing approximately 11.5% of total turnover, and
an increase of 88.3% from the corresponding period of last year.
As the orders from overseas increased substantially, the turnover
from bulk medicines increased by approximately RMB45,134,000 or
approximately 20.8% from the corresponding period of last year. As
there was further expansion in the markets for generic drugs (system
specific medicines) with higher profit margin in the PRC, the turnover
continued to increase to RMB49,673,000, which was approximately
2% higher than the corresponding period of last year. In view of the
marketing strategies, the sales for certain low profit margin products
on powder for injections were reduced. Therefore the turnover from
powder for injections decreased by approximately RMB7,093,000 or

approximately 5.3% from the corresponding period of last year.

The Group continued to implement expenses budgeting to monitor
the expenditure. The total expenses incurred during the period
were approximately RMB52,944,000, equivalent to a decrease
of approximately 5.3% compared with the corresponding period
of last year. Other expenses were decreased by approximately
RMB7,096,000 from the corresponding period of last year mainly due
to the decrease in related provisions and research and development
costs. Administrative expenses were similar to the corresponding
period of last year, and there was no finance costs expense. Selling
and distribution costs amounted to RMB30,525,000, equivalent to
a surge of approximately 22.4% compared with the corresponding
period of last year, which was due to the change in sales strategies
and the increase in marketing activities expenses for the expansion
of sales network. In addition, as there were more sales, together with
the increase in fuel expenses, there were relatively more distribution

expenses.

EEEN RN

e E) ]
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Management Discussion and Analysis
EEENWR DN

New products highlights

For the first half of 2007, there were a total of 25 types and

specifications of products that had changed production approvals.

There were 26 types of products that had completed research in

technique, quality and/or clinical research and filed registration.

Projects to construct production facilities for expansion

In order to support future development, the Group separately devoted

resources to the upper, middle and lower stream of its industry chain

during the first half of 2007, and made various major deployments as

follows:

Pharmaceutical chemical intermediates

The design on the new workshop project for the expansion of
production capabilities of Suzhou Dawnrays Chemical Co. Ltd.
was fundamentally completed;

Dawnrays (Nantong) Pharmaceutical Science and Technology
Co., Ltd. was invested by the Group and established in Nantong,
Jiangsu Province. A piece of industrial land at approximately 130
mu (about 8.7 hectares) was acquired for the construction of
new plant. The construction had commenced, and it is expected
that the new plant will commence operation in the second half of
2008. The new plant has two strategic value propositions to the
Group:

1) To expand the production capabilities of pharmaceutical
chemical intermediates so as to fulfill the demand from the
market in view of the continuous increase in sales by the
Group;

2)  The high quality intermediates produced by the new plant
can be sold directly overseas, and explore new profit
growth points of the Group.

DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED
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ii)

i)

Management Discussion and Analysis

Bulk medicines

A German professional design firm on pharmaceutical industrial
production was engaged to design the two new workshops for
bulk medicines of Suzhou Dawnrays Pharmaceutical Co. Ltd..
The new workshops will be constructed strictly in accordance
with the standards of European Union so as to ensure the quality
of every work. After the new workshops commenced operation,
essential and high standard management measures will be
imposed accordingly so as to assure that the products will pass
the Certification of Suitability to the Monographs of the European
Pharmacopoeia (COS) under European Directorate for the
Quality of Medicines (EDQM) of the European Union. The Group
can only further leverage on the rapid growth in overseas sales
business at over 60% per annum for the past three financial
years through these exercises. It is expected after the two new
workshops commenced operation, the competitiveness of the
Group in the overseas market, in particular the high end market,

will increase significantly.

Pharmaceutical preparations

Apart from the acquisition of land in Nantong, Jiangsu Province
as referred to above, the Group intends to additionally acquire
land in Suzhou, and construct oral bulk medicines and
pharmaceutical preparations production plants according to the
standard of U.S. Food and Drug Administration (FDA).

Staff and remuneration policy

As at 30 June 2007, the Group employed approximately 1,527

employees and the total remuneration was approximately
RMB25,232,000 (2006: RMB24,725,000). The Group regards high
performance employees as the most valuable assets and truly

understands the importance of attracting, training and retaining

capable people. Therefore, apart from the references of market

salary index, the remuneration policy is also based on individual

qualifications and performance. The Group provides its employees

with other fringe benefits, including defined contribution retirement

schemes, share option scheme and medical coverage. The Group

also offers some of its employees stationed in the PRC with dormitory

accommodation.

EEEFWR DN
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Management Discussion and Analysis
EEENWR DN

FINANCIAL REVIEW

Liquidity and Financial Resources

The Group’s liquidity and financial resources remain adequate. During
the period, net cash inflow from operating activities was approximately
RMB39,929,000 (2006: RMB37,861,000). Net cash outflow used
in investing activities was approximately RMB5,381,000 (2006:
RMB21,591,000). Net cash outflow used in financing activities was
approximately RMB10,853,000 (2006: RMB30,191,000). As at 30 June
2007, the Group’s cash and bank deposit which were mainly denominated
in Renminbi, Hong Kong Dollars and United States Dollars amounted
to approximately RMB67,718,000 (as at 31 December 2006: RMB
44,023,000).

As at 30 June 2007, the Group’s net current assets were approximately
RMB280,104,000 (as at 31 December 2006: RMB242,216,000). Total
assets amounted to approximately RMB787,031,000 (as at 31 December
2006: RMB758,337,000). As at 30 June 2007, the Group had no bank
advances for discounted bills (as at 31 December 2006: RMB25,351,000),
therefore had zero gearing (as at 31 December 2006: 3.3%, being bank
advances for discounted bills over total assets). As at 30 June 2007, the
Group’s stand-by banking facilities totalled RMB543,400,000 (as at 31
December 2006: RMB463,400,000).

As at 30 June 2007, the Group’s capital commitment was approximately
RMB118,692,000 (as at 31 December 2006: RMB43,865,000), which was
derived from the construction of new workshops projects so as to expand
the production capabilities of the Group in different phases. The Group has
sufficient financial and internal resources to bear the capital expenditures.

DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED
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Management Discussion and Analysis

As at 30 June 2007, save for investments in subsidiaries and the
acquisition of 100% interest of a company, which has already renamed
as Guangdong Dawnrays Pharmaceutical Co. Ltd. after acquisition, in
Guangdong by RMB630,000 from an independent third party, the Group
had no significant external investments or material acquisitions or disposal
of subsidiaries and associated companies. The detailed disclosures relating
to the acquisition of Guangdong Dawnrays Pharmaceutical Co. Ltd. are set
out in Note 12 to the interim condensed consolidated financial statements.

Foreign Exchange and Treasury Policies

Substantially all of the business activities, assets and liabilities of the Group
are calculated in Renminbi, therefore the risk derived from the foreign
exchange to the Group is not high. The treasury policy of the Group is to
manage any risk of foreign exchange (if any) only if it will potentially impose
a significant impact on the Group. The Group continues to monitor the
foreign exchange market, and may hedge against fluctuations with foreign

exchange forward contracts if necessary.

Charges on Assets
As at 30 June 2007, the Group had no asset being pledged to banks to
obtain credit facilities (as at 31 December 2006: Nil).

Contingent Liabilities
As at 30 June 2007, the Group had no material contingent liabilities (as at
31 December 2006: Nil).

Plans for Significant Investments and Expected Source of Funding
Save for those disclosed above in connection with capital commitment
under the section “Liquidity and Financial Resources”, the Group did not

have any plan for material investments or acquisition of capital assets.

Segmental Information

The Group is principally engaged in one business segment, the
manufacture and sale of medicines. The principal assets employed by the
Group and most of the Group’s operations are located in the Mainland
China. Accordingly, no business segment and geographical segment is
presented.

EEENRR DN

HEZZZLFRA=TH BREMBLRR R
AR 630,000 THRERMBLE =FWE—HAQF
100% EHEY O FE R RERRKEZERQFIN - K
SEVEEHIMEEEARE  BARHEMBRRR
BERR c AEERRIREXEERDRUIEFBEH
REGEAA G BB AR M i 12 ©

SR BB

HAREERHBOEHR S BEERBEHEZUA
REEHE  WAKEMMAINIMNERR K o REE
MEBBHREARGEINERR(INE) HAEERE
EEAFERETER - AERBBESZREINER
o WTAFERAINERRE QEIPIMNERR

AEERA
RIZZLFRA=TH  AEEBEMNEERGR

17 S EEEE(R_ZEEF+-_A=+—8:
) o

REEE
R-IZZLEA=1+H  KEBVESAKEEE
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AREARER FEHBMERIF
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E DA IN-ZN-V-
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Other Information

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND

SHORT POSITIONS IN SHARES AND UNDERLYING SHARES KB

As at 30 June 2007, the interests and short positions of the Directors
and Chief Executive in the shares or underlying shares or debentures of
the Company or its associated corporations (within the meaning of Part 15

XV of the Securities and Futures Ordinance (the “SFO”)), as recorded BRARRRIRBEES KR
fit - SIRE AR EFHEITE
MERRAREE
Em MR REIIAT

in the register required to be kept by the Company pursuant to Section
352 of the SFO, or as otherwise notified to the Company and The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant to the

H—%

¢l

Model Code for Securities Transactions by Directors of Listed Issuers, were

as follows:

Long positions in ordinary shares of the Company

Name

=L

Directors

BE=

Ms. Li Kei Ling
FH® L

Mr. Hung Yung Lai
RRRMIE A

Mr. Li Tung Ming
FRAKE

Mr. Gao Yi

BREE

Mr. Leung Hong Man
RERSE

DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED

RinH (1FIR) BR AR

Notes

BRE

RAQXTEERTNER

Number of ordinary shares held,
capacity and nature of interest

RFEEERNHE - SORERNE

Directly Through
beneficially controlled
owned corporation
HEZE BmBES
w=ER AEEFE

- 342,072,000

- 342,072,000

4,700,000 56,000,000
4,200,000 -

- 51,264,000

Total

st

342,072,000

342,072,000

60,700,000

4,200,000

51,264,000

EERITRARNRD R ERR G0 WESR

A\ZETLFRNAZTH  BEERTREBRNARF]
SHBEEEZE(ERABFRAEEKN([ESHREPE
DEXVER) MRRA - ABEAR G REHF - B
5 {645 58 352 R IF BRI E &0
T HRIRAESFRIE
BERSARAR ([BRAT]) K

Percentage of
the Company’s

issued
share capital

IEERARERT

RAHE 2 b

42.53

42.53

7.55

0.52

6.37



Long positions in shares and underlying shares of associated corporation

Name of Relationship Number
associated with the of Ordinary
Name of Director corporation Company shares held
FEEER
EEEH HEEEER BANFNEER HEE
Ms. Li Kei Ling Fortune United Company’s
FERTT Group Limited holding company
ADARERAA
Mr. Hung Yung Lai Fortune United Company’s
EREEE Group Limited holding company
ADARERAA
Notes: Yotz
() 342,072,000 shares of the Company are held by Fortune United Group Limited, a (@)

company incorporated in the British Virgin Islands. Keysmart Enterprises Limited, which
is wholly-owned by Ms. Li Kei Ling, and Hunwick International Limited, which is wholly-
owned by Mr. Hung Yung Lai, are each beneficially interested in 50% of the share capital
of Fortune United Group Limited.

56,000,000 shares of the Company are held by Time Lead Investments Limited, a
company incorporated in the British Virgin Islands. The entire issued share capital of Time
Lead Investments Limited is beneficially owned by Mr. Li Tung Ming.

300,000 shares of the Company are directly beneficially owned by Mr. Gao Yi and
3,900,000 underlying shares are the share options granted to him under the share
option scheme of the Company. Details of Mr. Gao Yi’s interests in the share options of
the Company are disclosed in Note 14 to the interim condensed consolidated financial

statements.

51,264,000 shares of the Company are held by Toyo International Investment Limited, a
company incorporated in Hong Kong. Mr. Leung Hong Man and Mr. Leung Yiu Sing are
each beneficially interested in 50% of the share capital of Toyo International Investment
Limited.

(b)

(@

Other Information

HitrE#

RIEBEER O RARRO T TR

Percentage of the
Capacity associated
and nature  corporation’s issued
of interest share capital
ERBEEE BT
S RERNE BRANBE AL
Through a controlled 50
corporation
b R VNG
Through a controlled 50

corporation

BB —AEHI AR

342,072,000 (AR BB AD B — RN KB IR X B B AL MK
37 #) 2A & Fortune United Group Limited FT 5 & ° Fortune
United Group Limited 8 AT H B Z -2 EH AW
Keysmart Enterprises Limited & RS e £ = EHA B
Hunwick International Limited & B B 5 A 50% HE25 °

56,000,000 A& AR 22 RIS 1 R — R P 28 B B 2 B 5 A Ak Sz
#)/A & Time Lead Investments Limited Ff#7A © Time Lead
Investments Limited B & S B /TR AN ZRALEEx
%A -

300,000 KRR MBS REEEEZE=ER -
3,900,000 A& HEBRAR (D B4 ik AR IR A1 RIBE A T B T
HREERE - BRSRCEBRENFEEIINERA O
AR SRR MR 14 ¢

51,264,000 R R AR R B — KR BB TMA LR A
RERARREERDAMEE - REERREFRAFN
EHEBRTRAHREREERRBR AESEETHER
50% H 5 °
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Other Information

Hitp &R

Save as disclosed above, as at 30 June 2007, none of the Directors or
Chief Executive had registered an interest or short position in the shares or
underlying shares or debentures of the Company or any of its associated
corporations that was required to be recorded pursuant to Section 352 of
the SFO, or as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by Directors of
Listed Issuers.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

Save as disclosed under the heading “Directors’ and Chief Executive’s
interests and short positions in shares and underlying shares” above and in
the share option scheme disclosures in Note 14 to the interim condensed
consolidated financial statements, at no time during the period were rights
to acquire benefits by means of the acquisition of shares in or debentures
of the Company granted to any Director or their respective spouse or minor
children, or were any such rights exercised by them; or was the Company,
its holding company, or any of its subsidiaries a party to any arrangement
to enable the Directors to acquire such rights in any other body corporate.

SHARE OPTION SCHEME

The detailed disclosures relating to the Company’s share option scheme
and valuation of options are set out in Note 14 to the interim condensed
consolidated financial statements.

DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED
R A () BR AR

B btESN RCBRELFRA=1TH SIEESN
TTEARENA R R R EA AR AB A - HREX
FEHT - BAARBEESRAEGHIE 521G T
ARLEE - RB LM AR ERETER R ZHNIREST
AEFIEANR R R FTE R sOR A

ESREROIEFNERS

BRiS it [ 3 RATIR AR A (0 S AR BE A fO#E 2
Kogm ) —Ei R SEAE B h FAR S AR P o 14 PR
g EWENEES  EARRLEEFES - K
EFWRBIARM 18N T RER A BRANEARRRK
MREHFA AR B EEAEN - SR EITEEMZ
SRR HARE] - HERARKEAANB AR
SRR NS EETRBENEMEARREH
RER -

fERERTE

BRI BR8N 1B MBI 2 (hEER S
FAAO T MR mR M TE 14 -



SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS
INTERESTS IN SHARES AND UNDERLYING SHARES

As at 30 June 2007, the following interests or short positions in the shares
and underlying shares of the Company were recorded in the register of
interests required to be kept by the Company pursuant to Section 336 of
the SFO:

Long positions

Other Information

Hitp &R

FTERREHEMATRRED RAAERD &S

w=
336

TETLENAZTE BEEFRPEKEHE
FRARARNRAFENERERMERE  RARQ

AR R AR D MR R SRR EAIIA T

wr

Number of ordinary shares held, capacity and nature of interest

REEBRNHE  SOREHENE

Directly

Beneficially Family
Name Notes owned interest
i Wi ERERES ZEER
Fortune United Group Limited @ 342,072,000 -
Keysmart Enterprises Limited @ - -
Hunwick International Limited (@ - -
Mdm. lu Pun () - 342,072,000
2
Time Lead Investments Limited (© 56,000,000 -
Toyo International Investment Limited (d) 51,264,000 -
REARREBRAR
Mdm. Lo Mei Sai () - 51,264,000
BExwut
Mr. Leung Yiu Sing (o) &(f) 656,000 -
RARRSEE
Mdm. Chu Shuet Fong (f &) 656,000 51,264,000
KEFLL
Notes:

() The issued capital of Fortune United Group Limited is equally beneficially owned by
Keysmart Enterprises Limited and Hunwick International Limited which are in turn,
respectively, wholly-owned by Ms. Li Kei Ling and Mr. Hung Yung Lai, Executive Directors
of the Company.

(b) Mdm. lu Pun is the wife of Mr. Hung Yung Lai and is deemed to be interested in the
shares of the Company held by Mr. Hung Yung Lai.

(c) The entire issued capital of Time Lead Investments Limited is beneficially owned by Mr. Li
Tung Ming, an Executive Director of the Company.

(d) The issued capital of Toyo International Investment Limited is equally beneficially owned
by Mr. Leung Hong Man, the Non-executive Director of the Company and his father Mr.
Leung Yiu Sing.

Percentage of
Through the Company’s
a controlled issued
corporation Total share capital
ERARE R
BB-REHAF By RANE AL
- 342,072,000 4253
342,072,000 342,072,000 4253
342,072,000 342,072,000 4253
- 342,072,000 4253
- 56,000,000 6.96
- 51,264,000 6.37
- 51,264,000 6.37
51,264,000 51,920,000 6.46
- 51,920,000 6.46

irsan

Fortune United Group Limited £ 2 % 17 B 78 B3 Keysmart
Enterprises Limited & Hunwick International Limited
EYE ¥ A - Keysmart Enterprises Limited }2 Hunwick
International Limited 2 BB AN R BT E R FHBL L+
RARRME S E 2 BER -

i+ ARRRME R EMEE - HORE BN ARRME o £
BOARARBRDRIEAER

Time Lead Investments Limited #2302 2T AN AN A 7]
—EPTERTHRALEESES -
REBRBREBRATNE EHITIRAS BIBHARA BRI FEHR
TESRRREERBZRRRK T E T ERES -
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Other Information

Hitp &R

(e) Mdm. Lo Mei Sai is the wife of Mr. Leung Hong Man and is deemed to be interested in
the shares of the Company held by Mr. Leung Hong Man.

) 656,000 shares are jointly held by Mr. Leung Yiu Sing and his wife Mdm. Chu Shuet Fong,
both are deemed to be interested in all of the shares held jointly.

(¢)} Mdm. Chu Shuet Fong is the wife of Mr. Leung Yiu Sing and is deemed to be interested
in the shares of the Company held by Mr. Leung Yiu Sing.

Save as disclosed above, as at 30 June 2007, no person, other than the
Directors and Chief Executive Officer of the Company, whose interests are
set out under the heading “Directors’ and Chief Executive’s interests and
short positions in shares and underlying shares” above, had registered an
interest or short position in the shares or underlying shares of the Company
that was required to be recorded pursuant to Section 336 of the SFO.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

For the six months ended 30 June 2007, neither the Company, nor any of
its subsidiaries had purchased, redeemed or sold any of the Company’s
listed securities.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) as set out in Appendix 10
of the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Ltd. (the “Listing Rules”) as the Company’s code of conduct for
dealings in securities of the Company by the Directors. Based on specific
enquiry of the Company’s Directors, the Directors have complied with the
required standard set out in the Model Code, throughout the accounting
period covered by the interim report.

AUDIT COMMITTEE

The Company has an audit committee which was established in
compliance with Rule 3.21 of the Listing Rules for the purpose of reviewing
and providing supervision over the Group’s financial reporting process and
internal controls. The audit committee comprises the three independent
non-executive directors of the Company.

The unaudited interim condensed consolidated financial statements of the
Company for the period ended 30 June 2007 have been reviewed by the
audit committee before recommending it to the Board for approval.

DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED
R A () BR AR
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CODE ON CORPORATE GOVERNANCE PRACTICES

In the opinion of the Directors, the Company has complied with the code
provisions of the Code on Corporate Governance Practices as set out in
Appendix 14 of the Listing Rules during the six months ended 30 June
2007.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from Monday, 10
September 2007 to Wednesday, 12 September 2007 (both days inclusive),
during which period no transfer of shares will be registered.

Dividend warrants will be despatched to shareholders on or about
Tuesday, 18 September 2007. In order to qualify for the interim dividend,
all properly completed transfer forms accompanied by the relevant share
certificates must be lodged with the Company’s Registrars in Hong Kong,
Tricor Abacus Limited, at 26/F Tesbury Centre, 28 Queen’s Road East,
Hong Kong not later than 4:00 p.m. on Friday, 7 September 2007.

By Order of the Board
Li Kei Ling

Chairman

Hong Kong, 24 August 2007

Other Information
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Condensed Consolidated Income Statement

RS Gt RE R

TURNOVER

Cost of sales

Gross profit

Other income

Selling and distribution costs
Administrative expenses
Other expenses

Finance costs

PROFIT BEFORE TAX

Tax

PROFIT FOR THE PERIOD
Attributable to:

Equity holders of the parent
Minority interest

DIVIDENDS

EARNINGS PER SHARE
— basic
— diluted

DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED

Rin A (FIR) BR AR

E &
SHEMA

E7

HAb U A
HERDHER
TTHE MR

Hib &
B E A
BRBEATE R
IR

RS R

LA B IAREL

HARESEREA

DR RS

RE

BRER
— &R
— B

Notes
B aE

For the six months
ended 30 June
BZEANA=THILLAXHEA

2007 2006
—EELHF ZETRF
(Unaudited) (Unaudited)
(REEZ) CRESERZ)
RMB’000 RMB’000
AR¥TRT ARETT
437,202 398,197
(339,226) (294,966)

97,976 108,231
1,076 866
(30,525) (24,936)
(18,072) (18,992)
(4,347) (11,443)
- (619)

46,108 48,207
4,712) 2,711)
41,396 45,496

41,356 45,451

40 45

41,396 45,496
11,804 12,400
RMBO0.0516 RMBO0.0568
RMBO0.0513 RMBO0.0567




NON-CURRENT ASSETS
Property, plant and equipment
Land use rights

Construction in progress
Goodwill

Intangible assets

Deferred tax assets

CURRENT ASSETS

Inventories

Trade and notes receivables

Prepayments, deposits and
other receivables

Financial assets at fair value through
profit or loss

Cash and cash equivalents

CURRENT LIABILITIES

Trade and notes payables

Bank advances for discounted bills
Income tax payable

Other payables and accruals

Net current assets
Total assets less current liabilities

EQUITY

Equity attributable to equity holders
of the parent

Issued capital

Reserves

Proposed final dividend

Minority interest

Total equity

Condensed Consolidated Balance Sheet

FRBEE

ME -~ BB AR
I R
FERTE

mE

BVEE
BEHIREE

REBEE

&

FEWE 5 K SRR IR

B - e REM
FEURIR
BRAR(ERABGRR
Z T ERE

RE MRS FEY

nREBRE

e 8 5 REIBFIR
RITRRR IR B
PRS-

Hi e st BE

mMENE B
EERBERABAE

i
FAAERFEA
PEf R
BT

(G

B R HABUE

DER R

A

Notes
F=E

12

11

13

HAEHEEAEGR
30 June 31 December
2007 2006
—EELF —EER
NA=+R +Z-A=1+—H
(Unaudited) (Audited)
CREER) (BE%)
RMB’000 RMB’000
AR¥F T ARETTT
232,016 240,741
13,050 18,204
1,236 869
583 -
16,316 15,362
477 655
263,678 270,831
119,279 134,597
304,878 288,892
26,176 16,029
5,302 3,965
67,718 44,023
523,353 487,506
221,700 201,242
- 25,351
2,441 1,212
19,108 17,485
243,249 245,290
280,104 242,216
543,782 513,047
85,298 84,791
457,721 413,812
- 13,654
543,019 512,257
763 790
543,782 513,047
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Condensed Consolidated Statement of Changes in Equity

HREHEE2ER

FOR THE SIX MONTHS ENDED 30 JUNE 2007

At1 January 2006

Exchange realignment

Net profit for the period

Exercise of share options

Shares repurchased and cancelled

Diviclends paid to minority
shareholder

Final 2005 dividend declared

Dividend on shares issued for
employee share options exercised
after 31 December 2006

Equity-settled share option
arrangements

Transfer from retained profts

At 30 June 2006

At1 January 2007

Exchange realignment

Net profit for the period

Exercise of share options

Diviclends paid to minority
shareholder

Final 2006 dividend declared

Dividend on shares issued for
employee share options exercised
after 31 December 2006

Equity-settled share option
arrangements

At 30 June 2007

DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED

RinH (1FIR) BR AR

RZFENE-A-H
Eji#E
AEREEA
fiRERE
EoRiEERD

Bt 8RERE

ER-SERERRS
ETRftZA=1-A
EhfemERERERE
RiAtke

RE R ER
BREATTEE

RERRFRA=TA

Ho3BeE--8
EigE
HEA
fien

Bt ERERS

ER-EENERERS

“FEAEHATHE
e RERER
Rirtike

RE R ER

R-ZREFRA=TA

HE_ZEE

TERA=TRHIERER

(Unaudited)
(REEH)
Attributable to equity holders of the parent
BARERRAAREER
Issued Share  Capital Share Statutory  Exchange Proposed

share  premium redemption option Contributed ~ surplus fluctuation  Retained final Minority Total
capital  account  reserve  reserve  surplus  reserve  reserve profits  dividend Total interest equity

28 - ERE RS EX ik DERR
RE  ROEE EERE fiE  HARR MEe  BEERE  RERN  RERR &3t BE  EREE
RMB'000  RMB'OO0  RMB'000  RMB'00  RMB'O0  RMB'000  RMBOO0  RMB'OOD  RMB'OO0  RMB'000  RMB'00  RMB'000
ARETT  ARETn ARETT ARETT ARETR ARETR ARETT ARMTT ARETR AREfn ARETT ARETR
84880 69583 - 1616 100175 45018 4o 157460 29127 488314 43 489,067
- - - - - - 46 - - 416 - 416
- - - - - - - 550 - 4540 45 45,496
106 646 - (118 - - - - - 634 - 634
(19) (1,073) 195 - - - - (19) - (1,268) - (1,268)
- - - - - - - - - - (49 (49
- - - - - - - - @) (12 - (12
- - - - - - - 2 - 22 - (22
- - - 509 - - - - - 509 - 509
- - - - - 7 - m - - - -
84,791 69,156 195 2007 100175 45,006 862 202,69 - boagor 739 506,646
84,791 69,160 194 1902 100175 52,77 63 189227 18664 512,067 790 513047
- - - - - - (192) - - (192) - (192)
- - - - - - - 436 - 436 0 413%
507 3002 - (678) - - - - - 2,931 - 2,931
- - - - - - - - - - 67) (67)
- - - - - - - - (13654 (13654) - (13654)
- - - - - - - (69) - (65) - (65)
- - - 386 - - - - - 386 - 386
85,008 72,162 194 1710 100175 52,77 191 230518 - 548019 763 543782




Net cash flow from operating activities
Net cash flow used in investing activities
Net cash flow used in financing activities

Net increase/(decrease) in
cash and cash equivalents

Cash and cash equivalents at 1 January

Cash and cash equivalents as 30 June
representing bank balances and cash

Condensed Consolidated Cash Flow Statement

HHEHRERER

For the six months
ended 30 June
BZEANA=THIELAXHEA

2007 2006
—BELF b

(Unaudited) (Unaudited)

(REEZ) (CREEFEZ)

RMB’000 RMB’000

AR®T ARETTT

RIS RTR IR &R 8 F 39,929 37,861
RER & EESRIR e MmEFRE (5,381) (21,591)
FRIEREREHIE S RE T (10,853) (30,191)
BERIBEEEWILI, Ol ) FE 23,695 (13,921)
R—A—B8RE RIRLEEY 44,023 51,948

RANA=+THRBESRASEEY

BRIT4E A IR S 67,718 38,027
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Notes to the Condensed Consolidated Financial Statements

& B8 & O o H B A SR R P R

BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING
POLICIES

The unaudited interim condensed consolidated financial statements
for the six months ended 30 June 2007 have been prepared in
accordance with International Accounting Standard (“IAS”) 34 “Interim
Financial Reporting” (“IAS 34”) issued by the International Accounting
Standards Board and applicable disclosure provisions of Appendix
16 of the Listing Rules of The Stock Exchange of Hong Kong Limited.
They have been prepared under the historical cost convention, except
for financial assets at fair value through profit or loss which have been

measured at fair value.

The preparation of the interim financial statements in conformity
with IAS 34 requires management to make judgements, estimates
and assumptions that affect the application of policies and reported
amounts of assets, liabilities, income and expenses on a year to date
basis. Actual results may differ from these estimates.

The accounting policies and methods of computation used in the
preparation of the interim financial statements are consistent with
those used in the annual financial statements for the year ended 31
December 2006.

In 2007, the Group adopted the new standard, amendment and

interpretations below, which are relevant to its operations.

IAS 1 (Amendment)  Presentation of Financial Statements:
Capital Disclosures
IFRS 7 Financial Instruments: Disclosure

The Group has assessed the impact of the adoption of these new
standard, amendment and interpretations and considered that there
was no significant impact on the Group’s results and financial position
nor any substantial changes in the Group’s accounting policies,
whereas the adoption of IAS 1 (Amendment) and IFRS 7 requires
additional disclosures to be made in the annual report.

DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED
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Notes to the Condensed Consolidated Financial Statements

BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING
POLICIES (CONTINUED)

The Group has not early applied the following new and revised

standards and interpretations, that have been issued but are not

yet effective, in these financial statements. The Group expects that

the adoption of such standards and interpretations will not result in

substantial changes to the Group’s financial statements.

IFRS 8

IFRIC 11

IFRIC 12

IFRIC 13

IFRIC 14

IAS 23 (revised 23)

Operating Segments

Group and Treasury Share Transactions

Service Concession Arrangements

Customer Loyalty Programmes

IAS 19 — The Limit on a Defined Benefit
Asset, Minimum Funding Requirements

and their Interaction

Borrowing costs

SEGMENT INFORMATION

The Group is principally engaged in one business segment, the

manufacture and sale of medicines. The principal assets employed

by the Group and most of the Group’s operations are located in the

Mainland China. Accordingly, no business segment and geographical

segment is presented.

& B8 & O o H B A SR R Y =

RELEEE T EETER ()

AREEIW AR B RAIE R A T 5B 1E
REBMZFHR RBETER R2E - AEETR
Hl - R FEA MBS T e YR B R
RELEATE -

(GilESEp = K E
£R) 585

(BRI I3RS 2 SEREBRHRS
BZE®) Z11%

(B IEHRERE SireRGinE
ZEE) F125%

(BRI HRERE FRPAHE
ZB8E)E13%

(B IgEHRERE BEESERIE 195

REE) FE145 — RERHE ERIFR
Hl - REESEREM
EHEERIER
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Notes to the Condensed Consolidated Financial Statements

& B8 & O o H B A SR R P R

3. TURNOVER AND OTHER INCOME

Turnover
Sale of goods
Other income

Bank interest income

Dividend income from financial assets at
fair value through profit or loss

Government grants

Gain on disposal of financial assets at
fair value through profit or loss

Others

DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED
R A () R AR

E S
HEEm
Hbg A

RITHBUA
BAfERARGERZ
M5 EEREIA
B
HERARERABERZ
MiEEEW S

Hit

3.

For the six months
ended 30 June
BZXA=1tHIAEAR

2007 2006
—EELHF ZETRF
(Unaudited) (Unaudited)
(RBEX) (RE&ERZ)
RMB’000 RMB’000
AR¥T R ARETT
437,202 398,197
478 519

21 2

50 20

286 124

241 201

1,076 866




4.

*k

Notes to the Condensed Consolidated Financial Statements

& B & O o B B HA SR AR Y =

PROFIT BEFORE TAX

The profit before tax is arrived at after charging/(crediting):

Cost of the inventories sold

Depreciation

Amortization of land use rights *

Research and development costs:
Deferred expenditure amortised **
Current period expenditure

Minimum lease payments under operating leases:

Land and buildings

Employee benefit expense (including directors’
remuneration):
Wages and salaries
Retirement costs
Accommodation benefits
Equity-settled share option expense

Foreign exchange differences, net

Fair value gains, net:
Financial assets at fair value
through profit or loss

Loss on disposal of items of property,
plant and equipment

The amortization of land use rights for the period is included in “Administrative

BEEFERAK
e

b AR 5
IR RRAERA

RTS8
AREAR 2

REHN 2 RIEMEE

TH RAEF

B B@AFx

(BREEH) :
TERF

RIRECA

EEEM
PARSCHE ST A MO BB RS AE Bl 32

FE %4

DRAENREFE
BARERABERZ
RS A

HEE  BER
BBSEA MR

*

expenses” on the face of the condensed consolidated income statement.

The amortization of deferred expenditure for the period is included in “Other

ko

expenses” on the face of the condensed consolidated income statement.

BRBL AT R

BRBATRF IS (GEA) THIRREREE:

For the six months
ended 30 June
BZXA=1tHIAEAR

2007 2006
—EZEHF —ETRF
(Unaudited) (Unaudited)
(REEXR) (RIEEZ)
RMB’000 RMB’000
AR¥T R AREETT
339,226 294,966
11,566 10,737
154 153
281 392
5,845 7,391
6,126 7,783
789 633
22,073 21,784
2,067 1,766
706 666
386 509
25,232 24,725
228 496
(526) (86)
108 1,241

AR EY 3t 8 AR SH E St ARSEBR A OF AR [17

BERIA -

AREARI AR IE 5 s B SH E At AR BRI & HF A R A0 [ E At

BERIAN-
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Notes to the Condensed Consolidated Financial Statements

& B8 & O 7 H B A SR R P R

5. TAX 5. BiE
For the six months
ended 30 June
BZANA=1THILAHEA
2007 2006
—EELF ZETRF
(Unaudited) (Unaudited)
(REEZ) (REEZERZ)
RMB’000 RMB’000
AR¥TRT ARBETTT
Current income tax 2 RS
Current income tax charge & HFTSRZ 4,398 2,973
Under/(over) provision in previous year EFEERETR (&) 136 (262)
Deferred income charge IEIERIE 178 -
4,712 2,711
No provision for Hong Kong profits tax has been made as the Group RN B R 72N B A2 B 5 I A 22 A FE e it
had no assessable profits arising in Hong Kong during the period. B - WO R A FET LB o AR BIARE
Taxation for the subsidiaries in Mainland China is calculated on 2 P B B A 18 T AR BR AN HA R ik BT R AR B
the estimated assessable profits for the period at the rates of tax F - LA EE B R RS EBTER 2 RITE
prevailing in the locations in which the Group’s subsidiaries operate, 7 BEREN  UEMmZERNEMTE -
based on existing legislation, interpretations and practices in respect
thereof.
6. DIVIDENDS 6. BKRE
For the six months
ended 30 June
BEXA=1+HLAKEA
2007 2006
—EELHF ZEERF
(Unaudited) (Unaudited)
(REER) (RE&EZ)
RMB’000 RMB’000
AR¥T T ARMETTT
Dividend pertaining to the prior year HEANA=THIENER
declared in the six months BRI EFERE
ended 30 June 13,654 29,127
Interim — HK$0.015 (2006: HK$0.015) FHE  BRERRER0.0157T
per ordinary share (ZZZRF . B%0.0157T) 11,804 12,400
On 24 August 2007, the Company declared an interim dividend ARFR-—_EZE+ENA -+ NEERHEE-Z
for the year ending 31 December 2007, at HK$0.015 per share, TrE+— B=+—HIHEER TGS S
amounting to a total sum of approximately HK$12,064,000 equivalent #0.0157T + A 49754 12,064,000 7T (4948
to approximately RMB11,804,000. M AREE11,804,0007T) ©

DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED
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Notes to the Condensed Consolidated Financial Statements

EARNINGS PER SHARE

The calculation of basic earnings per share for the six months ended
30 June 2007 is based on the net profit attributable to ordinary equity
holders of the parent of RMB41,356,000 (2006: RMB45,451,000)
and the weighted average number of 802,090,718 ordinary shares
(2006: 800,020,552 ordinary shares) in issue during the period.

The calculation of diluted earnings per share for the period is based
on the net profit attributable to ordinary equity holders of the parent of
RMB41,356,000 (2006: RMB45,451,000) and the weighted average
number of 806,692,166 ordinary shares (2006: 801,307,004 ordinary
shares) in issue during the period after adjusting for the effect of
dilutive options.

MOVEMENTS IN PROPERTY, PLANT AND EQUIPMENT

During the period, additions of property, plant and equipment
amounted to approximately RMB1,761,000 (2006: approximately
RMB13,951,000). During the period, items of plant and equipment
with net book value of approximately RMB108,000 (2006:
approximately RMB1,379,000) were disposed of.

INVENTORIES

Raw materials BEAE
Work in progress ER M
Finished goods 2R

& B8 & O o H B A SR R P R

BREF

HE-_ZZ+tFANA=ZTHILEANBANELRS
RAEF DS AR EBRERT A ABGF
B AR 41,356,000 T(ZEERF: AR
#545,451,00070 ) A R A BRI B T @R
2 hnkEF AR & 802,090,718 (=TT /R F:
800,020,552 %) MatHE o

AR ERE SRR R AR L EkEREE
A FEAE 55 FI) A R ¥ 41,356,000 70 (ZZZ /N
F: NRHE 45,451,000 70) LA R AR B 31T E
ARz NI ARk 806,692,166 % (ZZTZ X
% :801,307,004 IR)HH - Wit AESE(ER 28
BEAE T LAREE ©

M- BERREZZD

KHERE - ABZUE  BERRHRELNE
AR#A1,761,0007c (Z BT NE: HEARE
13,951,0007T) ° ANEffE - HE 2% - BE &
HAEEE REFEAR/ AR 108,000t (==
TRE KIEAREA,379,0007T) °

30 June 31 December

2007 2006
—ETLE  —TTRF
XA=t+R t-A=t-=

(Unaudited) (Audited)
CRAEE ) (BEH)
RMB’000 RMB’000

AR®TT ARMETIT

17,739 16,261
57,458 91,432
44,082 26,904
119,279 134,597
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Notes to the Condensed Consolidated Financial Statements

& B8 & O o H B A SR R P R

10. TRADE AND NOTES RECEIVABLES 10. EWE S RRERKIE
An aged analysis of the trade and notes receivables as at the balance RRZEAH  REEANERE S KEEFE
sheet date, based on the invoice date, is as follows: BRERDITIAT :

30 June 31 December

2007 2006
—EELHF —ZTER
ANA=tH +ZA=+—H
(Unaudited) (Audited)
(REER) (B&ER)
RMB’000 RMB’000
AR¥TRT ARBFIT
Trade receivables FEWE 5 5IE
Outstanding balances with ages: RAREREI D BY R R EREE :
Within 90 days 90 HIA 141,785 125,532
Between 91 and 180 days 91 £ 180 H 8,990 11,035
Between 181 and 270 days 181 £ 270 H 1,914 1,863
Between 271 and 360 days 271 £ 360 H 309 145
Over one year —F U E 486 334
153,484 138,909
Notes receivables eSS/
Outstanding balances with ages: RAREREI D BY R R EREE :
Within 90 days 90 HIA 129,546 87,035
Between 91 and 180 days 91 £ 180 H 21,848 62,948
151,394 149,983
304,878 288,892
The Group’s trading terms with its customers are mainly on credit. AEEFTEREEHFRBAELR S - FEH—RK
Invoices are normally payable within one month of issue, except for REA—EA  MEEFFAFIERE=[EA -

major customers, where the terms are extended to three months.

30 DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED
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Notes to the Condensed Consolidated Financial Statements

& B8 & O o H B A SR R P R

11. TRADE AND NOTES PAYABLES 1. ENEBEZREERIE
An aged analysis of the trade and notes payables as at the balance REZAHE  RNEEBNENE S REEFE
sheet date, based on the invoice date, is as follows: BRECHOMTEAT

30 June 31 December

2007 2006
—Z2ZtHF ZETRF
RAA=+HR +ZA=+—H

(Unaudited) (Audited)
(REBER) (B&E%)
RMB’000 RMB’000

AR®TR ARBET T

Trade payables B S5IE
Outstanding balances with ages: R EI D B MR EREE
Within 90 days 90 HA 71,904 74,657
Between 91 and 180 days 912180 H 3,607 629
Between 181 and 270 days 181&270H 876 1,032
Between 271 and 360 days 2712360 H 2 98
Over one year —FE 266 304
76,655 76,720
Notes payables JER IR FIE
Outstanding balances with ages: R EI DB MR EREE
Within 90 days 90HA 78,041 46,040
Between 91 and 180 days 912180 H 67,004 78,482
145,045 124,522
221,700 201,242
Trade payables are non-interest-bearing and are normally settled on FET IR T T LB R — AR N+ B R AR B 4K
90-day terms. o

INTERIM REPORT 2007 31
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Notes to the Condensed Consolidated Financial Statements

& B8 & O o H B A SR R P R

12. ACQUISITION OF A SUBSIDIARY 12. WEEKME A A
During the period, the Group acquired 100% interest of a PRC REAR - AEEWE—EP B AERZE100% #
company for RMB630,000, satisfied in cash. Upon acquisition, the =, BeREA AR 630,0007T ° RUKEETTHK
Company’s name changed to Guangdong Dawnrays Pharmaceutical % CEEFERERRMEEBRAT o
Co Ltd.
Unaudited
RISEZ
RMB’000
AREBTIT
Net identified assets and liabilities ERREENAEFE 47
Goodwill arising from acquisition WHEEA 28 583
Total consideration BRAE 630
Less: cash and cash equivalents B W B AR 2 e R
of the subsidiary acquired REEEY 15
Net cash outflow in respect of the IWHEHT B A R 2 R F5E
purchase of subsidiary 615

32 DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED
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14.

Notes to the Condensed Consolidated Financial Statements

& B & O o B B HA SR AR Y =

SHARE CAPITAL 13. IR
Number of shares Amount
RHOEE &8
30 June 31 December 30 June 31 December
2007 06 2007 2006
“EZtR ZETRE “ZELE ZTERE
ANAZTH +-hA=1+-H ~AZtHE +-A=t+-H
(Unaudited) (Audited) (Unaudited) (Audited)
(REERZ) (BE&%) (REBER) (BE%)
HK$'000 HK$'000
BT T BETT
Ordinary shares of HK$0.1 each SREEBE—= 2 LER
Authorised: EERA 10,000,000,000 10,000,000,000 1,000,000 1,000,000
Issued and fully paid: BETRERRM:
At beginning of the period/year RERH/E1) 799,140,000 800,000,000 79,914 80,000
Shares repurchased and cancelled  BE Bl Kot A7 - (1,880,000) - (188)
Exercise of share options frfesaRE 5,116,000 1,020,000 512 102
At end of the period/year RER /& 804,256,000 799,140,000 80,426 79,914
Equivalent to RMB’000 ZEARETT 85,298 84,791

During the period, 5,116,000 share options under the Company’s
share option scheme were exercised. Accordingly, 5,116,000 ordinary
shares of HK$0.1 each were issued as a result of exercise of share
options. The weighted average closing price immediately before the
date on which the options were exercised is HK$0.837.

Share options

Details of the Company’s share option scheme and the share options
exercised under the scheme are included in the Note 14 to the interim
condensed consolidated financial statements.

SHARE OPTION SCHEME

The Company operates a share option scheme (the “Scheme”) for
the purpose of providing incentives and rewards to eligible persons
(including the Company’s directors, employees of the Group and other
eligible participants as defined under the Scheme) who contribute to
the success of the Group’s operations. The Scheme was adopted on
21 June 2003 and will remain in force for 10 years from that date until
20 June 2013.

14.

FAZSERRE ¢ 5,116,000 ARARIE AR &) HE AR #E AT &)
2 BEAREE BT - FUL - 5,116,000 REARE
BB — =2 LB D % S A T M 3t
17 o BATR OB IREN ZEITE BRI — B 2 it
FHRHDBTEREENZ=+ -

W
S EONGE TS )3 Ers ksted
B M M A AR PP 6o BB T SRR B o
14 o

BT E

RABRYL —RBBHET (GBI DIERET R
AEBEEBZKNELEBNAERAL (R
ARABNMEE - NEBEMER MRE EIFMRE
B HEM A EIRSEE) N HE & 2R - ZETEIR
“ET=FRA S+ BERS - AHZBRET
FRABAY BE_FT—=FRA_tHL-
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Notes to the Condensed Consolidated Financial Statements

& B8 & O 7 H B A SR R P R

14. SHARE OPTION SCHEME (CONTINUED)

Movements of Company’s share options under the Scheme during

the period are as follows:

Name or
category of
participant

SREtR
£

Dirgctor
B
M Gao Yi

Other employees
Hfes

Inaggrecate

Other participant
Hfepfz

14. MBRMESHE (&)

Number of share options
fiLE

A1 Granted Exercised Lapsed A3
January during during during the June
207 the period the period period (d) 2007
Hog3tE Ll it it H-gEtE
-f-A B Bfi B30 NB=1A
R 1200000 - (300000 - 900000
- 3000000 - - 3000000
1200000 3000000 (300000 - 3900000
o) 4100000 - (1,600,000 2500000
16800000 - (4816000 (64,000 11,340,000
- 800000 - - 80000
- 4500000 - 4500000
20,900,000 5,300,000 (4816000 (2,244,000) 19140000
400000 - 400000
22,500,000 8,300,000 (5,116,000 (2,244,000) 2340000

DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED

RinH (1FIR) BR AR

g

05/05/05

AR AN ER A AR i
Date of grant of  Exercise period of
sharg options (a) ~ share options
(dlfmmiyy) (dlfmmiyy)
Rikke EhE
R frk8E
(B/B/%) (B/8/%)
2812004 2812/06- 211210

0404108 03104113

05105106~ 04/05/09

BERHINOT
Closing price of the
Company's shares (c)
RORANRER(
Exercise price  Atimmediate date
of share. before
options (b) the grant
kg RiEhE
k@) i-%
HKS HKS
i i
058 059
07 070
063 062
058 059
072 068
07 070
050 049



Notes to the Condensed Consolidated Financial Statements

14. SHARE OPTION SCHEME (CONTINUED)

(@ The vesting period of the share options is from the date of the
grant until the commencement of the exercise period.

(b) The exercise price of the share options is subject to adjustment
in the case of rights or bonus issues, or other similar changes in
the Company’s share capital.

(c) The price of the Company’s shares disclosed as at immediate
date before the grant of the share options is the Stock Exchange
closing price on the trading day immediately prior to the date of
grant of the options.

(d) Options lapsed in accordance with the terms of the Scheme due
to resignation of employees.

(e) Mr. Xu Kehan resigned as an executive director of the Company
on 18 March 2007 but remains as the strategic adviser of the
Company, the share options granted to him are then regrouped
under “Other employees”.

The price of the Company’s shares disclosed immediately before
the exercise date of the share options is the weighted average of
the Stock Exchange closing prices immediately before the dates on
which the options were exercised over all of the exercise of options
within the disclosure line. The weighted average closing price of
Company’s shares immediately before the dates on which the options
were exercised is HK$0.837.

For the six months ended 30 June 2007, 8,300,000 share options
were granted. At the balance sheet date, the Company had
23,440,000 share options outstanding under the Scheme, which
represented approximately 3% of the Company’s shares in issue as
at that date. The exercise in full of the remaining share options would,
under the present capital structure of the Company, result in the issue
of 28,440,000 additional ordinary shares of the Company, additional
share capital of HK$2,344,000 and share premium of HK$12,431,200

(before share issue expenses).

& B & Of o 2 B HA SR AR BT 5E

14. MBRMESHE (&)

(@ BRENEBHARHAMEITEHMLS
Bk

(b) (HEITHAREITARKARRRA LR

AR - AR (2 AT b
B -

(© RETEBREN—RXARENARB RN
ERAZEERTREREE A —EXZA
HBE SR PTITIE -

O EREBBERS - BRERES 0K
ST F A -

@ HEBEAR-FELE=ATN\BBE
ARRRTEE B ENBEHERD
AR - R T aBRED BN S
R [ A RR T -

REEBEAETTE AR REN AR R RMDER
RN REE R E BRI A EIETTE B HA0
— H B SR F A fn W (B B DI P19 88 - B1THE
MR AN RIZTTE B AT — B 2 i AR Uk
mEREEN ==t -

HE-ZTLFAXA=1THIEARAR  AQAR
i 8,300,000 0 #EAKHE - WEEH - ARAIRE
5T 811845 23,440,00010 BB HE M AR THE - KAEE
RARRNRZBEEZITIRGE 3% © IREAA
RIRAEARLE  BEITEHART A EREREEK
AN BIEESINEE1T23,440,0000% T 3BAR DA K EE A8
#5 2,344,000 JTEESNR AT EE 12,431,200 7T A%
DB (RETIRD BT -
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15.

Notes to the Condensed Consolidated Financial Statements

& B8 & O 7 H B A SR R P R

SHARE OPTION SCHEME (CONTINUED)

The fair value of equity-settled share options granted was estimated
as at the date of grant, using a Black-Scholes-Merton valuation
model, taking into account the terms and conditions upon which
the options were granted. Such value is inherently subjective and
uncertain due to the assumptions made and the limitation of the
valuation model used. The following table lists the inputs to the
model:

14

. RBRRRERTE ()

BT UBRAGEEOBRENAA BTN TBR
REEBHARN R - SFRATMEERN R - WEE
BT BRI R AR - ENERERER R
ERNBERATFERS - ERAEEASGEE
BN R THEERER - TRIIEZEA AR
18:

Date of grant e =R 17/11/2004 28/12/2004  5/5/2005 10/1/2007  4/4/2007
Dividend yield (%) BREE (%) 6.94 7.53 8.92 6.25 6.07
Expected volatility (%) TEHRE 1R (%) 47 46 47 43 43
Historical volatility (%) BRI (%) 47 46 47 43 43
Risk-free interest rate (%) ERPBEITIRE (%) 2.76 2.91 2.90 3.70 4.05
Expected life of option (year) FERRIETRET SR HR () 6 6 4 6 6

The expected life of the options is based on the historical data
over the past four years and is not necessarily indicative of the
exercise patterns that may occur. The expected volatility reflects the
assumption that the historical volatility is indicative of future trends,
which may also not necessarily be the actual outcome.

No other feature of the options granted was incorporated into the
measurement of fair value.

RESERVES

The amounts of the reserves and the movements therein for the
six months periods are presented in the condensed consolidated
statement of changes in equity on page 22 of the interim condensed
consolidated financial statements.

DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED
RImEH (B BRAR

15.
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Notes to the Condensed Consolidated Financial Statements

15. RESERVES (CONTINUED)

(i)

(ii)

(iii)

Contributed surplus

The contribution surplus of the Group represents the difference
between the aggregate of the nominal value of the paid-
up capital of the subsidiaries acquired pursuant to the group
reorganisation, over the nominal value of the Company’s shares
issued in exchange therefor.

Statutory surplus reserve (“SSR”)

In accordance with the Company Law of the PRC and the
articles of association of the Mainland China Subsidiaries, the
Mainland China Subsidiaries are each required to allocate 10%
of their profit after tax, as determined in accordance with PRC
generally accepted accounting principles, to the SSR until such
reserve reaches 50% of the registered capital of the Mainland
China Subsidiaries. Part of the SSR may be converted to
increase paid-up capital, provided that the remaining balance
after the capitalisation is not less than 25% of the registered
capital.

Exchange fluctuation reserve

The Exchange fluctuation reserve is used to record exchange
differences arising from the translation of the financial statements
of foreign subsidiaries. It is also used to record the effect of
hedging net investments in foreign operations.

& B & Of o 2 B HA SR AR BT 5E

15. f#fE (8)

(i)

(ii)

(iii)

BARE

AEBENBARBRIEREEAMKEN B
REIH R RABEERANR B RBIE
B AT TR A R B E(ER Z5E

EEEBARE
REPERRERTEMEARNARE
2 PEMNBARSEERTEARESR

pu)

R BEBRENO10% DEEEER
HRAEE  BEEATARATESETHE
MR RREME A 50% © BB D IEE B bR

NES I E R RBRAIAIE IR » 1EE
AR EREE N AHE R R & AR 256% ©

B SR B A

bE KRB T B e SR B NI KT B
B H) A 75 ¥ 3R P EE AR RO BE SRR - TR ARAE
ST R L EENFIRENTE
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Notes to the Condensed Consolidated Financial Statements

& B8 & O 7 H B A SR R P R

16. COMMITMENTS

(@) Operating lease commitments
At 30 June 2007, the Group had total future minimum lease
rentals payable under non-cancellable operating leases falling
due as follows:

Within one year —FR

In the second to fifth years, FE_=RHF
inclusive BIEEEMSE

After five years AFRE

(b) Capital commitments
Capital expenditure for the acquisition of land use rights and
plant and machinery:

BETA) - BRIERE
SR - BRETAY

Contracted, but not provided for
Authorised, but not contracted for

DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED

Rimaa (R AR AR

16. &iE

(a)

(b)

EEHRRIE

BE_ZZLFRA=TH AEERE
PRI L BN B &R KN RIERE

EFEREENT
30 June 31 December
2007 2006
—EELF —EER
NB=+H +=-A=+—H
(Unaudited) (Audited)
(REER) (BE#%)
RMB’000 RMB’000
AR®F T AREFIT
1,861 1,783
1,946 3,571
- 324
3,807 5,678
BAREE
BEIHERE - WE R 2 EANER
e
11,209 6,448
107,483 37,417
118,692 43,865




17.

18.

Notes to the Condensed Consolidated Financial Statements

RELATED PARTY TRANSACTIONS

During the period, the Group had the following material related party
transactions:

Compensation of key management personnel:

RHEEREN
RIKRER
PARCAD R AR ST 7T 3

Short-term employee benefits
Post-employment benefits
Share-based payments

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES

The Group’s principal financial instruments comprise bank advances
for discounted bills and cash and short term deposits. The main
purpose of these financial instruments is to raise finance for the
Group’s operations. The Group has various other financial assets and
liabilities such as trade receivables and trade payables, which arise
directly from its operations.

The main risks arising from the Group’s financial instruments are
cash flow interest rate risk, credit risk and liquidity risk. The board
of directors reviews and agrees policies for managing each of these

risks and they are summarized below.

Cash flow interest rate risk

The Group’s interest rate risk primarily relates to bank advances for
discounted bills which exposed the Group to cash flow interest rates
risk.

Credit risk
The Group trades only with recognised and creditworthy third parties.
It is the Group’s policy that all customers who wish to trade on credit

terms are subject to credit verification procedures.
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For the six months

ended 30 June
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2007 2006
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(Unaudited) (Unaudited)
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RMB’000 RMB’000
AR®F T AREFIT
2,040 2,916
42 48
112 109
2,194 3,073
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18.

19.

20.

Notes to the Condensed Consolidated Financial Statements
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (CONTINUED)

In addition, receivable balances are monitored on an ongoing basis
and the Group’s exposure to bad debts is not significant.

With respect to credit risk arising from the other financial assets of
the Group, which comprise cash and short term deposits, other
receivables and financial assets at fair value through profit or loss, the
Group’s exposure to credit risk arises from default of the counterparty,
with a maximum exposure equal to the carrying amount of these

instruments.

Since the Group trades only with recognised and creditworthy third
parties, there is no requirement for collateral.

Liquidity risk

The Group maintains a balance between continuity of funding and
flexibility through the use of bank advances for discounted bills.

COMPARATIVE FIGURES

Certain comparative figures have been adjusted to conform with the
current period’s presentation.

APPROVAL OF THE INTERIM FINANCIAL REPORT

The interim report was approved and authorised for issue by the
board of directors on 24 August 2007.

DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED
R A () BR AR
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Suites 3212-13, Shell Tower, Times Square, 1 Matheson Street, Causeway Bay, Hong Kong.
ERMBEE H —RRERESRRAE3212-13%F

22 Tianling Road, Wuzhong Economic Development District, Suzhou, Jiangsu, PRC.
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www.dawnrays.com
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