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Chairman’s Statement

ERE|E

DEAR SHAREHOLDERS

On behalf of the board the (“Board”) of the directors (the “Directors”) 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 2007.

RESULTS

The Group has recorded the revenue of approximately RMB919,945,000 (2006:
RMB788,797,000) for the year ended 31 December 2007, which was increased
by 16.6% from the revenue of 2006. Net profit attributable to equity holders was
approximately RMB101,072,000 (2006: RMB65,781,000), which was increased by
53.6% from the profit of 2006. The significant increase in profit was mainly due to the
high growth rate in the pharmaceutical market of PRC, and an increase in the Group’s
system specific medicine business and overseas export business. Further, the Group
enhanced fundamental raw material supply chain management, and successfully
lowered the impact of price fluctuation on production costs. Meanwhile, close
monitoring of product supply and demand situation in the market, and measures
to adjust sales strategies have also contributed to the Group’s profit margin in bulk
medicine business.

FINAL DIVIDEND

The Board has declared a final dividend of HK$0.038 per share for the year ended
31 December 2007, approximately amounting to the total sum of HK$30,141,000
(approximately equivalent to RMB28,224,000).

Considering the interim dividend of HK$0.015 per share, the total annual dividend
distribution for the year ended 31 December 2007 is HK$0.053 per share. The
dividend payout ratio is approximately 40%.

OVERVIEW

The pharmaceutical market of PRC enjoyed a high growth rate in 2007, and is
expected to become one of the top 5 pharmaceutical markets in the world within 5
years. As GNP of PRC has continued to grow, average individual medical expenditure
has increased steadily. Furthermore, as Ministry of Health of PRC will improve urban
and rural medical and health protection systems, the pharmaceutical market of PRC
is going to keep the momentum of a high growth rate on the condition of increasing
government spending on medical and health.

The Board has been persistent in creating value for shareholders, and at the same
time, making contributions to customers’ health. In 2007, the Group has continued
to increase investments in environment protection, technology standards and
production plants, so as to ensure product quality and customer health.

In 2007, the Group’s cephalosporin bulk medicine business grew significantly. As one
of the few third generation cephalosporin manufacturers in the PRC which adopted
the comprehensive vertically integrated-production-process, the Group has engaged
in sales of chemical raw materials and bulk medicines upon satisfying its own needs
of bulk medicines for powder for injections.
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In 2007, various system specific medicines (including cardiovascular system
medicines and anti-allergic drugs) of the Group realised significant growth in sales,
consolidated their leading position in markets for major cities in PRC, and strived to
penetrate markets for medium and small towns and community clinics.

In 2008, the Group will further enhance new product management and customer
relationship management, as well as market orientation, and establish strategic
alliances within and outside PRC, formulate related corporate strategies and market
tactics, so as to push an in-depth development of product promotion and distribution.

DEVELOPMENT STRATEGIES

The Group has been steadily developing antibiotics business, continuously optimizing
its product portfolio, striving to develop the system specific medicine market and
overseas market, attracting and recruiting talented people, enhancing investments in
research and development and markets, in order to create actively a new profitable
platform since listing of the Group.

CORPORATE GOVERNANCE

The Board has established the audit committee, nomination committee and
remuneration 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 Board has been devoting to train and recruit talents and 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, 14th March 2008
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Management Discussion and Analysis

Eﬁjﬁ Ay A &/ﬁ*ﬁ'

BUSINESS REVIEW
PRODUCTION & SALES OPERATION

For the year ended 31 December 2007, each of the Group’s products in terms of
production volume and sales volume recorded a growth over the corresponding
period of last year. During 2007, production and sales volume of bulk medicines
increased 23.0% and 12.0% respectively compared with the corresponding period
of last year. Meanwhile, production and sales volume of powder for injections
were almost equivalent to those of last year. Production and sales volume of solid-
dosage-forms also increased 30.9% and 27.8% respectively compared with the
corresponding period of last year. Export trading continued to grow rapidly, with an
increase of 29.9% compared with the corresponding period of last year.

DEVELOPMENT OF NEW PRODUCTS

In 2007, the Group obtained the production permit for one anti-infective bulk medicine
from the State Food and Drug Administration (SFDA) of the PRC, together with 37
supplemental production permits for 30 species of products. The Group conducted
studies of production technique for 9 species of bulk medicine and 14 species of
preparation. The Group also completed clinical research for 2 species of products and
has been engaged in clinical research for another 4 species.

CONSTRUCTION PROJECTS FOR THE EXPANSION OF PRODUCTION
FACILITIES

Pharmaceutical Chemical Intermediates

Suzhou Dawnrays Chemical Co. Ltd. has completed the planning of building new
workshops, however, due to various environmental protection measures taken
by PRC government, such planning is still under review by PRC government
departments.

Meanwhile, the Nantong environmental protection plan has been examined and
approved by PRC government and executed in accordance with such plan of the
Group.

Bulk Medicines

The completed plan for building new workshops has been reviewed and approved
by related PRC government departments. Preparation for construction has been
completed, and construction shall begin in 2008, with a view to start trial production
in early 2009.

Pharmaceutical Preparations
A piece of land with an area of approximately 73,000 square meters has been

acquired in Suzhou, with a plan to build production facilities for oral bulk medicines
and pharmaceutical preparations in accordance with EU standards.
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Management Discussion and Analysis

PROSPECTS

In recent years, the Group has undergone steady development that makes formation
of an excellent and comprehensive vertically integrated-production-process, which
tightly links the upper-middle-lower streams of production. With the advanced
technology platform and leading technology development team, the Group has
improved product quality, established strong and stable customer relations.
Coupled with effective corporate management and governance, the Group has
taken substantial market share and famous brand-names for its products under
current market conditions in China. As the PRC government has already started
implementation of measures to improve public health care services, together with a
tendentious policy that extends medical insurance protection into the rural market,
and as economic development in PRC has steadily been raising living standards of the
rural inhabitants, more business opportunities for the Group’s antibiotics and system
specific medicines will be created.

In 2008, the planned Nantong project will be completed and commissioning for
production. The forthcoming sales of its chemical intermediates and crude products
of Cephalosporin will bring further profit gains to the Group. Furthermore, 2 new
Cephalosporin products will also enter into market that will bring such income as
expected. Besides, we anticipate another 2 system specific medicines will also
be launched into market in 2008 that will form a solid foundation in increasing the
Group’s sales and profits. The Group will closely monitor and look into the tendency of
changes, strictly implement budgets, adjust production and sales strategies and strive
to a high management standard for promotion of the Group’s development.

FINANCIAL REVIEW

SALES AND GROSS PROFIT

For the year ended 31 December 2007, the Group has achieved the revenue of
approximately RMB919,945,000, equivalent to an increase of 16.6% compared
with the corresponding period of last year. Gross profit was approximately
RMB239,502,000, equivalent to an increase of 30.2% compared with the
corresponding period of last year. Gross profit margin was increased by 2.7% to
26.0% (2006: 23.3%). The main reasons for the growing revenue were the increase in
sales volume of bulk medicines and the high gross profit system specific medicines.
In addition, the weighted average unit selling price of bulk medicines also increased
11.5% compared with the corresponding period of last year.

TABLE OF TURNOVER ANALYSIS EEBEIW

EEENWR DT

RE

MERANEEBER R - KT EEN LR T REHNE
BEEAEXE  BEAUENBMTENEMAERG  ReE
mEE - BYTRAMBENTFRE  BEERERK
EHRBEERATSRRT - #E —ENTSNBMNTISME R
f# - hBIBAE MR EERE A EERERBOER - M58
BERBREGERRIBEANBNTISOEMIEBER - R
PENEEEROERMNADNETKETEES - AEEH
MPAER N EHRERREZ K -

EAZT)\F  REMEETHEBEITRER ST TIHS
WALE - BEEEMCTHRERBREAESEATISH
& BAKEGRE—TEA o tLoN - MIEEANER TSR
A5 - BEIE SR —ER R - R 2 EEM B ETSE"
TTNFEATS - EUNBRKNHEEZENRIIT TRE
Ei o REEING R B ETIZNECBE - BRNTEE
SREEERE - BUMEREIEKTY - (BEARENEE -

f A5 eI
HEREF

HEZZZLF+A=+—HI FAEE2FLETHAR
#£919,945,000 7T, * th A FRHEIIE K 16.6% ° BEFIFELHARE
239,502,000 7T * tt A4 R i £ 380.2% © EFE526.0% -
BEFREN23.3% EFT72.7% - TEREEZHNEREES
EAOMER FEEEHENAEER - BRNESFIEES
BHREF LA 11.5% °

Product Em Turnover (RMB’000) Sales Breakdown (%)
EEB(AR%ETR) SHELHI (%)

2007 2006 2007 2006
—ETEE ZTTRFE ZBTEE ZTTRF
Bulk Medicines [R5 569,279 455,987 61.9 57.8
Powder for Injections ETE 239,532 244,120 26.0 31.0
Solid-Dosage-Forms E A 111,134 88,690 12.1 11.2
Overall et 919,945 788,797 100.0 100.0

Annual Report 2007
—FTLETH

7




8

Management Discussion and Analysis
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EXPENSES

The Group has executed expenses budgeting. With the continuous growth in sales
amount, the total expenses incurred during the year increased 12.5% making total of
RMB132,285,000 compared with the corresponding period of last year, equivalent to
14.4% of turnover (2006: 14.9%). The increase was mainly because of the selling and
distribution costs was increased by 29.0% to RMB69,218,000 compared with the
corresponding period of last year. It was due to the surge of freight expenses which
was caused by the boost of fuel price. Moreover, the modification of sales strategies
and expansion of the sales network also demanded more sales force and increased
marketing activities expenses.

NET PROFIT ATTRIBUTABLE TO EQUITY HOLDERS

For the year ended 31 December 2007, net profit attributable to equity holders
amounted to RMB101,072,000, equivalent to an increase of 53.6% compared with
the corresponding period of last year. The reasons for the increase in profit were
mainly due to the rise in gross profit margin and reasonable control of expenses.

ANALYSIS ON THE RETURN ON ASSETS

As at 31 December 2007, net assets of the Group were approximately
RMB579,006,000. Net return on net assets, which is defined as the net profit
attributable to equity holders divided by net assets, was 17.5% (2006: 12.8%). The
current ratio and quick ratio was 2.03 and 1.57 respectively. Turnover days for trade
and notes receivables was approximately 123 days. Turnover days for inventory was
approximately 69 days.

LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2007, the Group held cash and cash equivalents of approximately
RMB76,843,000(as at 31 December 2006: RMB44,023,000). The inventories
amounted to RMB124,435,000 (as at 31 December 2006: RMB134,597,000).
The trade receivables amounted to RMB143,087,000 (as at 31 December 2006:
RMB138,909,000). The notes receivables amounted to RMB198,083,000 (as at 31
December 2006: RMB149,983,000). The trade and notes payables amounted to
RMB247,407,000 (as at 31 December 2006: RMB201,242,000).The Group had no
interest-bearing borrowings and loans (as at 31 December 2006: RMB25,351,000).

As at 31 December 2007, the debt ratio (defined as bank advances for discounted
bills over total assets) of the Group was 0% (as at 31 December 2006: 3.3%).

As at 31 December 2007, the Group had aggregate bank facilities of approximately
RMB543,400,000 (as at 31 December 2006: RMB463,400,000).

During the year, the net cash inflow from operating activities was approximately
RMB130,551,000 (2006: RMB50,613,000). Net cash outflow from investing activities
was approximately RMB61,666,000 (2006: RMB15,269,000). Net cash outflow from
financing activities was approximately RMB30,645,000 (2006: RMB43,206,000).
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Management Discussion and Analysis

As at 31 December 2007, the Group’s capital commitments amounted to
approximately RMB103,859,000 (as at 31 December 2006: RMB43,865,000),
which mainly derived from the construction of new bulk medicine workshop for
cephalosporin products, multi-functional workshop and environmental protection
projects, etc. The Group has sufficient financial and internal resources to bear the
capital expenditure.

During 2007, the Group has incorporated Dawnrays (Nantong) Pharmaceutical
Science and Technology Co., Ltd. to fulfill the Group’s future demand of
pharmaceutical chemical intermediates. In addition, the Group acquired 100%
interest of a pharmaceutical trading company in Guangdong from an independent
third party at RMB630,000 and has renamed as Guangdong Dawnrays
Pharmaceutical Co., Ltd. after acquisition. Moreover, Dawnrays International
Company Ltd. has been incorporated in Hong Kong for the group reorganization
and management in future. Save as disclosed above and the investment in
the subsidiaries, the Group had no significant external investments or material
acquisitions or disposal of subsidiaries and associated companies during the year.

FOREIGN EXCHANGE AND TREASURY POLICIES

As the Group’s substantial business activities, assets and liabilities are calculated in
Renminbi, 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
observe the foreign exchange market, and may hedge against foreign currency risk
with foreign exchange forward contracts if necessary.

SEGMENT INFORMATION

The Group’s turnover and profit were mainly derived from the sale of medicines by the
Mainland China subsidiaries to customers in the Mainland China. The principal assets
employed by the Group are located in the PRC. Accordingly, no segment analysis by
business or geographical segment is provided.

STAFF AND REMUNERATION POLICY

As at 31 December 2007, the Group employed approximately 1,570 employees and
the total remuneration was approximately RMB53,248,000 (2006: RMB46,567,000).
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.
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Management Discussion and Analysis
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CHARGE ON ASSETS

As at 31 December 2007, no asset of the Company was pledged to banks to obtain
credit facilities (as at 31 December 2006: Nil).

CONTINGENT LIABILITIES

As at 31 December 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 commitments under the
section “Liquidity and Financial Resources”, the Group does not have any plan for
material investments or acquisition of capital assets.

Dawnrays Pharmaceutical (Holdings) Limited
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The board of Directors (the “Board”) of Dawnrays Pharmaceutical (Holdings) Limited
(the “Company”) believes that corporate governance is essential to the success of the
Company and its subsidiaries (collectively referred to as the “Group”). Good corporate
governance can safeguard the interests of all shareholders and enhance corporate
value. Therefore, the Board has adopted various measures to ensure that a high
standard of corporate governance is maintained.

In the opinion of the Directors, the Company has complied with all code provisions set
out in the Code on Corporate Governance Practices (the “Code on CGP”) contained
in Appendix 14 of the Rules Governing the Listing of Securities (the “Listing Rules”) on
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) for the year ended
31 December 2007.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by Directors
of Listed Issuers (the “Model Code”) set out in Appendix 10 of 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 all Directors, the Company confirms that all
the Directors have complied with the required standard set out in the Model Code,
throughout the accounting period covered by the 2007 annual report.

THE BOARD

The Board is responsible for the leadership and control of the Company and oversees
the Group’s businesses, strategic decisions and performance. The management has
been delegated the authority and responsibility by the Board for the management of
the Group. In addition, the Board has also delegated various responsibilities to the
board committees. Further details of these committees are set out in this report.

The Board had 5 regular scheduled meetings for the year ended 31 December 2007
to consider, among other things, reviewing and approving the interim and annual
results of the Group, overall group strategy, annual budgets, approval of major capital
transactions and other significant operational and financial matters. During the year,
ad-hoc meetings were convened when circumstance required such as approval of
change in Board members and the remuneration policy of Directors.
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Details of the attendance of Directors at these regular Board meetings and at three
other board committees’ meetings (the Audit Committee, the Nomination Committee
and the Remuneration Committee) during the year 2007 are set out in the following

BREENTHEFESRLAN-EEFEE
B (BRERE RAZEGLFMZES) MHEFES

table:
Name of Directors EEHE No. of meetings attended/held
EREERYBITRH
Audit Nomination = Remuneration
Board Committee Committee Committee
BEEg EREES REZES yMEES
Executive Directors HITEE
Ms. Li Kei Ling (Chairman) FHRLT(FE) 5/5 2/2 3/3
Mr. Hung Yung Lai RERIIE oA 5/5
Mr. Li Tung Ming FRIALE 5/5
Mr. Xu Kehan PR ELAE 0/0
(Resigned on 18 March 2007) (R-FFE+FE=H+/VAEE)
Mr. Gao Yi BREE 5/5
(Appointed on 1 January 2007) (R=FF+LF—H—HEZ(E)
Non-executive Director FHMITEE
Mr. Leung Hong Man 2RESLSE 5/5
Independent Non-executive Directors BUHPTEE
Mr. Pan Xue Tian EBEEE 5/5 4/5 2/2 3/3
Mr. Lee Cheuk Yin Dannis FEREE 0/0 0/0 0/0 0/0
(Resigned on 10 January 2007) (R==F iﬁtfwf — A+ HEHT)
Mr. Choi Tat Ying Jacky BoER 5/5 5/5 2/2 3/3
Mr. Sik Siu Kwan =285 SEE 5/5 5/5 2/2 3/3
(Appointed on 10 January 2007) (R=ZFE+F—H+HEZE)
At least 14 days notice of regular board meeting is given to all Directors. The agenda EEerHeEm ﬁifﬁ’\‘éﬁ BORDTHRAIELETEE

and board papers are sent to the Directors at least 3 days before the meetings of
the Board and board committees so that the Directors have the time to review the
documents. Directors can include matters for discussion in the agenda if the need
arises. Minutes of meetings of the Board and board committees are recorded in
sufficient details that matters considered and decisions reached. The draft and final
versions of the minutes will be sent to Directors within a reasonable time after the
meetings. Minutes of meetings of the Board and board committees are kept by the
company secretary of the Company and open for inspection on reasonable notice by
any Director.

All Directors are entitled to have unrestricted access to the advice and service of the
company secretary with a view to ensuring that board procedures, and all applicable
rules and regulations are followed. Upon reasonable request and appropriate
circumstances, Directors can seek independent professional advice to assist them to
discharge their duties, at the Company’s expenses.

If a substantial shareholder or a Director has a conflict of interest in a matter to be
considered by the Board which the Board had determined to be material, the matter
will be dealt with by holding a board meeting with the presence of disinterested
Independent Non-executive Directors or a meeting of a board committee set up for
that purpose pursuant to a resolution passed in a board meeting.
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BOARD COMPOSITION

The Board currently comprises eight Directors, of whom four are Executive Directors,
one is Non-executive Director and three are Independent Non-executive Directors.
The composition meets the recommended practice under the Code on CGP for the
Board to have at least one-third in number of its members comprising Independent
Non-executive Directors. The three Independent Non-executive Directors are
persons of high caliber, with academic and professional qualifications in the fields of
accounting, business management and pharmaceutical industry respectively. With
their experience gained from senior positions held in other companies, they provide
strong support towards the effective discharge of the duties and responsibilities of
the Board. The biographies of the Directors are set out in pages 19 to 20 to the 2007
annual report, which demonstrates the skills, expertise, experience and qualifications.

The Company has received annual confirmation of independence from the three
Independent Non-executive Directors in accordance with Rule 3.13 of the Listing
Rules. The Board has assessed their independence and concluded that all the
Independent Non-executive Directors are independent within the definition of the
Listing Rules.

Ms. Li Kei Ling, the Chairman of the Company and Mr. Hung Yung Lai, one of the
Executive Director, are directors and ultimate shareholders of several companies
incorporated in Hong Kong and British Virgin Islands. In addition, both Ms. Li and Mr.
Hung are directors of one private company registered in China.

Save as disclosed above, the Board members have no financial, business, family
or other material/relevant relationships with each other. The balanced Board
composition is formed to ensure strong independence exits across the Board which
can effectively exercise independent judgement.

APPOINTMENTS, RE-ELECTION AND REMOVAL OF
DIRECTORS

The nomination committee will consider the appointment of new Directors first by
reviewing the profiles of the candidates and making recommendations to the Board.
New Directors appointed by the Board during the year to fill a casual vacancy shall
retire and submit themselves for re-election at the first general meeting immediately
followed their appointment.

Non-executive Directors are appointed for a fixed term of two years and are subject
to retirement by rotation and re-election by shareholders at annual general meeting
(“AGM”) in accordance with the Company’s articles of association (the “Articles”).

At each AGM, one-third of the Directors are required to retire from office according
to the Company’s Articles. As the Company has eight Directors, one-third of them
shall retire subject to rotation, and barring unforeseen resignation/retirement during a
year, each Director is effectively appointed for an average term of not more than three
years. Ms. Li Kei Ling, Mr. Hung Yung Lai and Mr. Leung Hong Man being the longest
in the office, will retire at the forthcoming AGM.
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RESPONSIBILITIES OF DIRECTORS

Every newly appointed Director will receive a comprehensive, formal and tailored
induction on his first appointment to have a proper understanding of the operations
and business of the Group and that he is fully aware of his responsibilities under
statute and common law, the Listing Rules, applicable legal requirements and other
regulatory requirements and the business and governance policies of the Company.
The Directors endeavour to give sufficient time and attention to the Group’s affairs and
are continually updated with legal and regulatory developments, business and market
changes and the strategic development of the Group to facilitate the discharge of their
responsibilities.

The Independent Non-executive Directors take an active role in Board meetings,
contribute to the development of strategies and policies and make sound and
independent judgement on issues of strategy, policy, performance, accountability,
resources, key appointments and standard of conduct. They will take lead where
potential conflicts of interests arise. They are also members of various board
committees and scrutinize the overall performance of the Group in achieving agreed
corporate goals and objectives, and monitoring the reporting of performance.

SUPPLY OF AND ACCESS TO INFORMATION

The management has the obligation to supply the Board and board committees with
adequate information in a timely manner to enable it to make informed decisions
on matters placed before it. Where any Director requires more information than
is volunteered by the management, each Director has separate and independent
access to the Group’s management to make further enquires if necessary. Where
queries are raised by Directors, management will respond as promptly and fully as
possible.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The roles of the Chairman and the Chief Executive Officer (the “CEQ”) are separated
and are performed by two separate individuals who have no relationship with each
other to strike a balance of power and authority so that the job responsibilities are not
concentrated on any one individual. The Board has appointed a Chairman, Ms. Li Kei
Ling, who has executive responsibilities and provides leadership to the Board such
as ensuring all Directors are properly briefed on issues arising at Board meetings and
receive complete and reliable information in a timely manner so that the Board works
effectively and discharges its responsibilities.

Mr. Gao Yi, an Executive Director and the CEO, is delegated with the authority and
responsibility for managing the Group’s business operation and implementing the
development strategies. Mr. Gao will present the quarterly results to the Board.
Variances analysis between the actual performances and the budget targets are
explained in the meeting. This helps the Board to monitor the Group’s business
operations and to amend the targets when required. He will periodically present the
updated market situation, long term strategies and objectives of the Group at the
Board meeting to ensure all Directors are aware of the targets the Group achieves. In
addition, Mr. Gao will also present the coming year budget summary to the Board for
approval at the Board meeting held in December each year.
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ACCOUNTABILITY AND AUDIT

The management provides explanation and information to the Board so as to enable
the Board to make an informed assessment of the financial and other information put
before the approval by the Board.

The Directors acknowledge their responsibility to prepare financial statements for
each financial year which give a true and fair view of the state of affairs of the Group
and in presenting the interim and annual financial statements, and announcements
to shareholders. The Board is not aware of any material uncertainties that may cast
significant doubt upon the Group’s ability to continue as a going concern, the Board
therefore continues to adopt the going concern approach in preparing the accounts.

The Board acknowledges its responsibility to present a balanced, clear and
understandable assessment in the Company’s annual and interim reports, other
price-sensitive announcement and other financial disclosures required under the
Listing Rules, and reports to the regulators as well as the information required to be
disclosed pursuant to the statutory requirements.

INTERNAL CONTROLS

The Board has delegated to management the implementation of internal control
system as well as the review of relevant financial, operational and compliance
controls, and risk management procedures.

The internal control system has been designed to safeguard the Group’s assets
against loss and misappropriation; to maintain proper accounting records for
producing reliable financial information; to provide reasonable, but not absolute
assurance against material fraud and errors. The Group has clearly defined the
authorities and key responsibilities of each business and operational unit to ensure
adequate checks and balances. Policies are established to ensure compliance with
applicable laws, regulations, and industry standards. Rules and guidelines are set
to control treasury activities, financial and management reporting, human resources
functions and computer systems’ operations. Systems and procedures are also
established to identify, measure, manage and control different risks arising from
different business and functional activities.

The Board monitors and reviews the adequacy and effectiveness of its internal control
systems through a programme of internal audit. The internal audit function is set up
by the Company to review the major operational and financial control of the Group in
compliance with the established processes and standards on a continuing basis and
aims to cover all major operations of the Group on a rotational basis. The internal audit
team reports directly to the Chairman of the Board and the Audit Committee.

Based on the assessments made by the internal audit team in 2007, the Board and
the audit committee of the Company considered that the key areas of the Group’s
internal control system are reasonably implemented with room for improvement. The
Group shall use its endeavor to further improve the Group’s internal control system.
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DELEGATION BY THE BOARD

The day-to-day management of the Company is delegated to the management by the
Board, with division heads responsible for individual department’s daily operations.

Major corporate matters that are specifically delegated by the Board to
the management include the preparation of interim and annual reports and
announcements for the Board’s approval before publishing, execution of business
strategies and initiatives adopted by the Board, implementation of adequate
systems of internal controls and risk management procedures, and compliance
with relevant statutory requirements and rules and regulations.

BOARD COMMITTEES

The Board has established the nomination committee, remuneration committee and
audit committee. The committees’ terms of references defined their functions and
responsibilities have posted on the Company’s website.

Nomination Committee

As at 31 December 2007, the nomination committee of the Company (the
“Nomination Committee”) had Ms. Li Kei Ling as the committee’s chairman, and the
three Independent Non-executive Directors, Mr. Pan Xue Tian, Mr. Sik Siu Kwan and
Mr. Choi Tat Ying Jacky as the committee’s members. The Nomination Committee’s
terms of reference are summarized as follows:

i) toreview the structure, size and composition (including the skills, knowledge and
experiences) of the Board on a regular basis and to make recommendation to
the Board regarding any proposed changes;

i)  toidentify suitable individual qualified to become Board members; and

i) to make recommendation to the Board on relevant matters relating to the
appointment or reappointment of Directors if necessary, in particular, candidates
who can add value to the management through their contributions in the relevant
strategic business areas and which appointments will result on the constitution
of strong and diverse Board.

During the year 2007, the Nomination Committee had two meeting to review the
competence of the candidate and the renewal of a Director’s service contract.
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REMUNERATION COMMITTEE

As at 31 December 2007, the remuneration committee of the Company (the
“Remuneration Committee”) had Ms. Li Kei Ling as the committee’s chairman, the
three Independent Non-executive Directors, Mr. Pan Xue Tian, Mr. Sik Siu Kwan
and Mr. Choi Tat Ying Jacky as the committee’s members. The Remuneration
Committee’s terms of reference are summarized as follows:

i) to ensure that no Director or any of her/his associates is involved in deciding her/
his own remuneration; and

i) to make recommendations with respect to the remuneration of the Directors and
the senior management of the Company for approval by the Board.

The Group’s remuneration policy bases on the market practice, the qualification,
duties and responsibilities of Directors and employees. In order to attract, retain,
and motivate high-performance persons, the Company has adopted a share option
scheme in 2003 to reward those participants who contribute to the success of the
Group’s operations.

Details of the amount of Directors’ emoluments are set out in note 7 to the financial
statements and the details of the 2003 Share Option Scheme are set out in note 29
to the financial statements.

The Remuneration Committee had three meetings in 2007 to review the salaries of the
Directors.

AUDIT COMMITTEE

The Company has an audit committee (the “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 who among themselves possess a wealth of management
experience in the accounting profession, commercial and pharmaceutical sectors.

As at 31 December 2007, the Audit Committee’s chairman was Mr. Sik Siu Kwan, Mr.
Pan Xue Tian and Mr. Choi Tat Ying Jacky were the committee’s members. The Audit
Committee’s terms of reference are summarized as follows:

i) to consider and recommend the independence, remuneration, appointment, re-
appointment and removal of external auditors;

i) to review financial information; and

i) to oversee financial reporting system and internal control procedures.

During the year 2007, the Audit Committee had five meetings to discuss internal
control, financial reporting matters and any areas of concerns during the audits. The
Audit Committee focuses not only on the impact of the changes in accounting policies
and practices but also on the compliance with accounting standards, the Listing
Rules and the legal requirements in the review of the Company’s interim and annual
reports.
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The audited financial statements of the Company for the year ended 31 December
2007 have been reviewed by the Audit Committee before recommending them to the
Board for approval.

AUDITORS’ REMUNERATION

Ernst & Young has been reappointed as the Company’s external auditors at the AGM
on 15 May 2007 until the conclusion of the next AGM. During the year 2007, the
remuneration paid to the Company’s external auditors for audit service amounted to
HK$800,000.

COMMUNICATIONS WITH SHAREHOLDERS

The Board recognises the importance of good communications with all shareholders.
The Company establishes and maintains different communication channels with its
shareholders through the publication of annual and interim reports and press release.
Such information is also available on the Company’s website.

The Company’s AGM is a valuable forum for the Board to communicate directly with
the shareholders. The Chairman of the Board attends the AGM and arranges the
chairman of the committees or in the absence of the chairman of such committees,
another member of the committees to be available to answer questions at the AGM.
Separate resolutions are proposed at general meetings on each substantially separate
issue, including the election of Directors.

VOTING BY POLL

Details of the poll voting procedures and the rights of shareholders to demand a poll in
compliance with the Articles and the Listing Rules 13.39(3) are included in the circular
to shareholders dispatched together with the annual report.

The chairman explains the procedure for demanding and conducting a poll again at
the commencement of the AGM.

The Company will ensure that votes cast including proxy votes are properly counted
and recorded.
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Directors’ and Senior Management’s Biographies

EXECUTIVE DIRECTORS

Ms. LI, Kei Ling, aged 59, is an Executive Director and the Chairman of the
Company, and one of the founders of the Group. Ms. Li founded the Group in
December 1995 and was appointed to the Board in October 2002. Ms. Li is also
the Chairman of Dawnrays International Co., Ltd., Dawnrays International Co., Ltd.
(RImBEF R B R AR, Suzhou Dawnrays Pharmaceutical Co., Ltd., Shanghai
Dawnrays Chemical Co., Ltd., Suzhou Dawnrays Chemical Co., Ltd., Dawnrays
(Nantong) Pharmaceutical Science and Technology Co., Ltd. and Dawnrays
Pharma (Hong Kong) Ltd., which are all subsidiaries of the Company. She is the
Chairman of the Remuneration Committee and Nomination Committee. Ms. Li
has over twenty years of experience in corporate management, strategic planning,
business operations and finance, in particular for pharmaceutical enterprises in
the PRC. She is responsible for supervising the strategic management decisions
to ensure good corporate governance practices and business policies are
established, and executing the overall developmental strategies of the Group.

Mr. HUNG, Yung Lai, aged 63, is an Executive Director of the Company and one
of the founders of the Group. Mr. Hung founded the Group in December 1995 and
was appointed to the Board in October 2002. Mr. Hung also holds directorship in
Dawnrays International Co., Ltd., Dawnrays International Co., Ltd. (BImEER (DA
BR/A&]), Suzhou Dawnrays Pharmaceutical Co., Ltd., Shanghai Dawnrays Chemical
Co., Ltd., Suzhou Dawnrays Chemical Co., Ltd., Dawnrays (Nantong) Pharmaceutical
Science and Technology Co., Ltd. and Dawnrays Pharma (Hong Kong) Ltd., which
are all subsidiaries of the Company. Mr. Hung holds a degree from _E /& & % 2
it (Shanghai Conservatory of Music). He has over twenty years of experience in
corporate management and corporate development, and has participated in founding
and managing of pharmaceutical and high-tech enterprises. Mr. Hung is an executive
director and the chairman of Sing Lee Software (Group) Ltd., a company listed on the
Growth Enterprise Market of the Stock Exchange.

Mr. LI, Tung Ming, aged 59, is an Executive Director of the Company. Mr.
Li joined the Group in April 2000 and was appointed to the Board in January
2004. Mr. Li also holds directorship in Suzhou Dawnrays Pharmaceutical Co.,
Ltd., Shanghai Dawnrays Chemical Co., Ltd., Suzhou Dawnrays Chemical Co.,
Ltd. and Dawnrays Pharma (Hong Kong) Ltd., which are all subsidiaries of the
Company. Mr. Li is also the supervisor of Dawnrays (Nantong) Pharmaceutical
Science and Technology Co., Ltd, a subsidiary of the Company. Mr. Li has over
twenty years of experience in the pharmaceutical industry in the PRC, and began
his career in product development, promotion, sales and corporate management
in the pharmaceutical market in the PRC in 1980. Mr. Li has participated in
new product development of the Group and is responsible for liaison with
the Group’s academic network of medical experts and academic advisers.

Mr. GAO, Yi, aged 54, is an Executive Director and the Chief Executive Officer of the
Company. He joined the Group in July 2003 and was the Executive Vice President
of the Group. Mr. Gao was appointed to the Board in January 2007. He also holds
directorship in Suzhou Dawnrays Pharmaceutical Co., Ltd., Shanghai Dawnrays
Chemical Co., Ltd., Suzhou Dawnrays Chemical Co., Ltd. and Dawnrays Pharma
(Hong Kong) Ltd., which are all subsidiaries of the Company. Mr. Gao is responsible
for the daily business operations and management of the Group. From 1994 to 2003,
Mr. Gao was the deputy general manager and general manager of Hebei Union
Pharmaceutical Co., Ltd. and Zhuhai Economic Zone Li Kang Pharmaceuticals Co.,
Ltd. respectively each for five years.
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NON-EXECUTIVE DIRECTOR

Mr. LEUNG, Hong Man, aged 33, is a Non-executive Director of the Company. He
joined the Group and was appointed to the Board in November 2005. Mr. Leung
has started his business career in knitting machinery since 1993. He has over 10
years’ experience in sales and management positions and over 6 years’ experience
in investment management. Mr. Leung currently is the shareholder and the director
of Toyo International Investment Ltd., of which has been one of the substantial
shareholders (as required to be disclosed under Part XV of the Securities and Futures
Ordinance) of the Company since September 2005.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. PAN, Xue Tian, aged 71, is an Independent Non-executive Director of
the Company. Mr. Pan joined the Group in June 2003. He is a member of the
Remuneration Committee, the Audit Committee and the Nomination Committee
of the Company. Mr. Pan is the vice president of #1 E8&f% 7€ (Chinese Hospital
Association) and the executive vice president of H1 B {# & % € (China Health
Care Association). Mr. Pan has extensive experience in drug administration and
supervision, medical hygiene and hospital management, and has assumed various
senior management positions in the Ministry of Health of the PRC. He graduated from
the medicine faculty of /B A3& 58 £ (Dalian Medical University of the PRO).

Mr. CHOI, Tat Ying Jacky, aged 39, is an Independent Non-executive Director of
the Company. Mr. Choi joined the Group in September 2004. He is a member of
the Remuneration Committee, the Audit Committee and the Nomination Committee
of the Company. Mr. Choi has extensive experience in financial and treasury
management, corporate finance, investment and audit. He earned his Bachelor
degree of Business Administration from Hong Kong Baptist University with a first
class honours in 1990. Mr. Choi is a practising member of the Hong Kong Institute
of Certified Public Accountants and currently serving as the Deputy President of AIG
Retail Bank Public Company Limited in Thailand, which he has served as director
since October 2007. He is also a director of AIG Finance (Hong Kong) Limited and
an independent non-executive director of Norstar Founders Group Ltd., a company
listed on the Main Board of the Stock Exchange.

Mr. SIK, Siu Kwan, aged 40, is an Independent Non-executive Director of the
Company. Mr. Sik joined the Group in January 2007. He is also the Chairman of the
Audit Committee, a member of the Remuneration Committee and the Nomination
Committee of the Company respectively. Mr. Sik has more than fifteen years of
experience in investment banking and finance. He has held senior positions with a
number of major international investment banks, as well as a Hong Kong operation
of a core securities and investment banking operation of a state-owned PRC bank,
responsible for business development and regional business operations. Mr. Sik
achieved first class honours in his Bachelor’s degree in engineering from Oxford
University in 1989 and is a member of The Institute of Chartered Accountants in
England and Wales. He is an independent non-executive director of China Glass
Holdings Limited, a company listed on the Stock Exchange.

Dawnrays Pharmaceutical (Holdings) Limited
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STRATEGIC ADVISER

Mr. XU, Kehan, aged 35, is a Strategic Adviser of the Company. He joined the
Group in November 2003 and was an Executive Director and the Finance Director
of the Company between March 2004 and March 2007. Mr. Xu holds directorship
in Dawnrays Pharma (Hong Kong) Ltd., a subsidiary of the Company. Mr. Xu is
responsible for advising corporate investment policies and conducting strategic
research for the Group. He holds a Master of Business Administration from the
University of Miami, USA with specialization in investment. Mr. Xu is currently a
doctoral candidate specializing in strategic management and international business/
policies.

ACADEMIC ADVISERS

Mr. ZHONG, Nan Shan, was invited to join our Group as a Senior Academic Adviser
in April 2004. He graduated from the 1t 7K 288 25 (Beijing Medical University), and
pursued his studies in the Respiratory Medicine Unit of the Royal Infirmary, University
of Edinburgh and the Department of Respiratory Medicine of the St. Bartholomew’s
Hospital, University of London. He is currently the academician of the Department of
Medicine of The Chinese Academy of Engineering, the president of Chinese Medical
Association, the professor of medicine in Guangzhou Medical College, the president
of Guangzhou Association of Science and Technology and the director of Guangzhou
Institute of Respiratory Disease. He has been a medical adviser of the World Health
Organisation Advisory Panel on Chromic Respiratory Disease since 2000. He has
written 4 books and published over 120 papers in the last decade. After the battle of
Severe Acute Respiratory Syndrome (“SARS”), he was invited to be the lecturer in the
annual meeting of American Thoracic Society — “Management of SARS in China” in
Seattle, the United States.

Mr. MEI, Hua, was invited to join our Group as a Senior Academic Adviser in April
2004. He graduated from the & /N £ 3 & Z Pt (Guangzhou South China Medical
College) and was qualified as the specialist in urology from 1t 7% & E2B5 i} B8 55 — &
(The First Affiliated Hospital of Beijing Medical University) and Massachusetts General
Hospital, USA. He has been the adviser and professor of # LI A 3} [ 55 — BT i iR
SMEL (Department of Urology of The First Affiliated Hospital of Sun Yat-sen University)
since 1980 and a director of & Il A 1L 3% FR ) 8} &8 Bt (Department of Urology of
Shenzhen Sun Yat-sen Hospital) since 1986. Since 1991, he has been the adviser
for doctoral candidates in the First Affiliated Hospital of Sun Yat-sen University, the
committee vice president of /R 2 & 2 & ) R JNEL 2 & (The Urological Society of
Chinese Medical Association) and the committee member of Urological Association
of Asia and American Urological Association. Mr. Mei has also written 3 books about
urology and surgery.
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Ms. LIU, Li Sheng, was invited to join our Group as a Senior Academic Adviser in
May 2005. She obtained a Bachelor degree of Science in Biology from Yenching
University, Beijing in 1950, and a Doctor of Medicine from Peking Union Medical
College, Beijing in 1954. From 1980 to 1981, she pursued her postdoctoral research
in the Cardiovascular Research and Training Centre, University of Alabama at
Birmingham. She is currently the professor of medicine in Fu Wai Hospital, Chinese
Academy of Medical Sciences in Beijing, the director of Clinical Trials and Research
in China and the president of Asian Pacific Society of Hypertension. She has been the
president and the honorary president of the Chinese Society of Cardiology since 1988
and the president of the Chinese Hypertension League since 1989. Ms. Liu has also
been the vice president of the World Hypertension League and the co-chairperson
of the Scientific Sterring Committee of Global Health Forum Cardiovascular Disease
in Developing Countries, World Health Organization since 1999. In 2006, Ms. Liu has
been elected to be the president of the World Hypertension League. She has been the
chief editor of the Chinese Journal of Hypertension and the members of a number of
editorial boards of journals in cardiology and hypertension.

SENIOR MANAGEMENT

Mr. ZHU, Qin Sheng, aged 55, is the Vice President of the Company, responsible for
assisting the Chief Executive Officer in the aspects of Nantong project, administrative
management, human resources, logistic management, safety and environmental
protection. Mr. Zhu has over twenty-five years’ experience in production
management, financial management and operations for pharmaceutical enterprises.
He was the deputy factory director of & /1|55 = 2L (Suzhou Third Pharmaceutical
Factory) before joining the Group in April 1998.

Mr. LAM, Kam Wah, aged 54, is the Vice President of the Company. Mr. Lam also
holds directorship in Suzhou Dawnrays Pharmaceutical Co., Ltd., Suzhou Dawnrays
Chemical Co., Ltd. and Dawnrays Pharma (Hong Kong) Ltd., which are all subsidiaries
of the Company. He graduated from The Chinese University of Hong Kong with a
Bachelor degree in Social Sciences. Mr. Lam joined the Group in December 1995
and he has over fifteen years of experience in pharmaceutical trading and corporate
management. Mr. Lam is responsible for the international business of the Group and
the daily administration of the Company.

Mr. YAO, Shi An, aged 57, is the Vice President of the Company and is responsible
for the manufacturing facilities construction planning. Mr. Yao graduated from Beijing
Technology and Business University and has accumulated over thirty years of
technical and corporate management experience in the chemical and pharmaceutical
industries in the PRC. Mr. Yao was an executive director and the executive president
of China Pharmaceutical Group Limited, a company listed on the Stock Exchange
before joining the Group in July 20086.

Mr. LI, Jian Xiang, aged 52, is the Vice President of the Company and the General
Manager of Suzhou Dawnrays Chemical Co., Ltd., responsible for assisting the Chief
Executive Officer in the aspects of production and sales, production planning and the
overall operations of Suzhou Dawnrays Chemical Co., Ltd. Mr. Li has over twenty-
five years’ experience in production management, engine facilities maintenance and
operations for pharmaceutical enterprises. He was the factory director of &I 25 — &L
ZER (Suzhou Second Pharmaceutical Factory) before joining the Group in April 1998.

Dawnrays Pharmaceutical (Holdings) Limited

RInHH (ZER)BRAF

hErt WoTERFAARIHERALAEHSREE
BiEA - AL TR - N ATFREL R R RRER8 L
B —NREERIE R ip SRS T2 - Big - Bl
IR-NNEEFE-AN-FHRBERERAHARE AR
DMEFFAREFLRIE - AL LRELTEESH B0
IERBIMOME R BRI - It RS MEBBRFRMATRE - &
FREEBLMERPDAART LRI EEMEARMNESE

e B N\N\FE  BIZTHREPELNERBEEEERE
REBIEZRE 58-I/ WFiR BEPEEOERELE
—B o R—ANNEF - KBRS IR B R E Rt R
AHERTPEIODOERARATZEEHAER YN _-F
TRFEERERSMEMBELRF - Xt —HEETE
= MBS R &5 E B0 ME FS MR E 2 ORE -

SREEE

REELE - 5557 0 ARFEREL DERIHETERARE
212 BERBREEHERERE  TREE  AHER ¥
MEE R MRARETELE - RELAEREDPENEES
B UBEREREETERABB _TRFER - R-NAN
FAMBREER - REERENE =REBO B -

MEMERLE - 5457 - ARFEIBE - MELETRRAR B KB
RABEFRMEIRREGR AR - HMNEIHETARA R KR
In#% (BR) ARARETESRL - MEEEXNEEFTX
RE  BEHERBELEBA - ELER—NARE =AM
BALE MEREESLERTAREATLFLSR 88
ERAEEBEREERARRNBEETRIE -

PR EE - 575 0 ANFEIEE, - AEERIER o LR
FRIERTHAR - EhEA(CBENRETERABB= TF
BV RAITAERERER - R-TTRFLAMBAREER - ok
FAERETRAMEEE AR AR ZHITESRNITEE -

FEALE - 5257 0 ARFEIBELFMNFIRETERARN
BIEIR - BEREHTEEE FNEHEIE  EEFETHER
BRI TARARNBEREES TA T - FREERE
TEMNEEEE  BERERENZETOREBEB_TOF
&8 o R—NNNFHAMBAKER - FRERFME R



Directors’ and Senior Management’s Biographies

Ms. WU, Ji Hong, aged 37, is the Financial Controller of the Group. Ms. Wu is
responsible for the Group’s financial planning, capital budgeting, execution of the
Group's costing, budget planning and execution, finance & accounting department
management and other financial operations. Ms. Wu obtained a Bachelor degree of
Science from The Economics and Commercial Institution of Center-South University
with major in Economics and attained senior accountant qualification in PRC. Ms.
Wu has over fifteen years’ experience in auditing, budgeting, financial management,
corporate banking, taxation, PRC’s taxation regulations and company law. Ms. Wu
joined the Group in July 2003.

Mr. BO, Hui, aged 46, is the Head of Sales and Marketing of the Group. Mr. Bo
graduated from the School of Pharmacy of Shengyang Pharmaceutical University
with a Bachelor degree in Pharmacy and the Postgraduate program in Medical
Economics from the National Sun Yat-sen University. Mr. Bo specializes in
pharmacology and has accumulated over 20 years experience in pharmaceutical
sales, marketing and business development. Mr. Bo was the general manager of
Livzon Pharmaceutical Sales Company and the deputy head of sales and marketing
of Livzon Pharmaceutical Group Inc. Mr. Bo joined the Group in August 2004.

Mr. CHEN, Jian Dong, aged 43, is the Head of Research and Development
of the Group. Mr. Chen was the general manager of former Suzhou Dawnrays
Pharmaceutical Technology Co., Ltd. Mr. Chen is a qualified pharmaceutical engineer
and licensed pharmacist and has a Bachelor degree in Chemical Pharmacology from
F B 2% £ K 2 (The Pharmaceuticals University of the PRC) where he spent three
years as an assistant teacher. He was the head of the research centre and antibiotics
workshop manager at #r /1 28 1 228 (Suzhou Fourth Pharmaceutical Factory) and
the head of the registration section of the research and development department
of &N L5 T2 AR 2 7 (Suzhou Chung-Hwa Chemical & Pharmaceutical
Industrial Co., Ltd.) before joining the Group in April 2002.

Mr. SU, Guo Qiang, aged 38, is the General Manager of Suzhou Dawnrays
Pharmaceutical Co., Ltd. responsible for the overall operations of Suzhou Dawnrays
Pharmaceutical Co., Ltd. Mr. Su graduated from & % 1t T 2§ (Wuhan Institute
of Chemical Technology) in biopharmaceutical profession and qualified as a
pharmaceutical engineer. He was the chief engineer and the head of the research
centre of &M 5 — B[R (Suzhou Second Pharmaceutical Factory). He joined the
Group in November 2001.

Mr. SHAO, Jian Liang, aged 44, is responsible for the manufacturing facilities
construction and overall operations of Dawnrays (Nantong) Pharmaceutical Science
and Technology Co. Ltd. Mr. Shao graduated from T %k & #& & & K £ (Jiangsu
Radio and TV University) in fine organic chemical engineering. He joined the Group
in June 1997 and was the bulk medicine workshop manager of Suzhou Dawnrays
Pharmaceutical Co., Ltd. and the general manager of Shanghai Dawnrays Chemical
Co., Ltd.

Ms. PANG, Kit Ling, aged 42, is the Qualified Accountant and Company Secretary
of the Company. She is a member of the Hong Kong Institute of Certified Public
Accountants, an associate of both The Hong Kong Institute of Company Secretaries
and The Institute of Chartered Secretaries and Administrators. Ms. Pang holds a
Master of Arts in Professional Accounting and Information Systems degree from
the City University of Hong Kong and has over 10 years experience in the fields of
accounting and administration. She joined the Company in July 2003.
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The board of Directors (the “Board”) herein present their report and the audited
financial statements of Dawnrays Pharmaceutical (Holdings) Limited (the “Company”)
and its subsidiaries (collectively referred to as the “Group”) for the year ended 31
December 2007.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. Details of the principal
activities of the subsidiaries are set out in note 18 to the financial statements. There
were no significant changes in the nature of the Group’s principal activities during the
year.

RESULTS AND DIVIDENDS

The Group's profit for the year ended 31 December 2007 and the state of affairs of the
Company and the Group at that date are set out in the audited financial statements
on pages 36 to 98.

An interim dividend of HK$0.015 per ordinary share was paid on 18 September 2007.
The Board recommends the payment of a final dividend of HK$0.038 per ordinary
share in respect of the year, to shareholders on the register of members on 5 May
2008. This recommendation has been incorporated in the financial statements as an
allocation of retained profits within the capital and reserves section of the balance
sheet.

SUMMARY FINANCIAL INFORMATION

A summary of the published results and of the assets, liabilities and minority interests
of the Group for the last five financial years, as extracted from the published audited
financial statements and reclassified as appropriate, is set out on page 99. This
summary does not form part of the audited financial statements.

PROPERTY, PLANT AND EQUIPMENT AND LAND USE
RIGHTS

Details of movements in property, plant and equipment and land use rights of the
Company and the Group during the year are set out in notes 14 and 15 to the financial
statements, respectively.

SHARE CAPITAL

Details of movements in share capital of the Company during the year are set out in
note 28 to the financial statements.

PRE-EMPTIVE RIGHTS

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

Dawnrays Pharmaceutical (Holdings) Limited
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PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

BE  BOgHERQT LTRSS

FA - ARREBABEXZSMARAEEE 11,084,000 ik
KRetHMBER 2 BREARB 8,200,360 ' & AR MK
MZFHENNEAT :

During the year, the Company repurchased 11,084,000 shares of the Company's
listed securities on the Stock Exchange at an aggregate consideration of [
HK$8,209,360 before expenses. The monthly breakdown of shares repurchased
during the year were as follows:

Number of The highest The lowest Aggregate

shares price paid price paid consideration

repurchased per share per share paid

Month of repurchase e A% BERAEE BafE RIEE KRELZHE
(HKD) (HKD) (HKD)

(BREY) (B (B

October 2007 —ZELF+RAH 2,460,000 0.80 0.75 1,891,200
November 2007 ZETHF+ A1) 3,140,000 0.79 0.70 2,343,240
December 2007 ZETEFTA) 5,484,000 0.74 0.70 3,974,920
Total st 11,084,000 8,209,360

The repurchased shares were subsequently cancelled. The nominal value of the
cancelled shares was transferred to the capital redemption reserve and the premium
payable on repurchase was charged against the share premium account. The
repurchases were effected by the Directors for the enhancement of shareholder value
in the long term.

Save as disclosed above, neither the Company nor any of its subsidiaries had
purchased, redeemed or sold any of the Company’s listed securities for the year
ended 31 December 2007.

RESERVES

Details of movements in the reserves of the Company and the Group during the year
are set out in consolidated statement of changes in equity and note 30 to the financial
statements.

DISTRIBUTABLE RESERVES

At 31 December 2007, the Company’s reserves available for distribution amounted to
RMB277,044,000, of which RMB28,224,000 has been proposed as a final dividend
for the year. Under the Companies Law, Cap. 22 (Law 3 of 1961, as consolidated
and revised) of the Cayman Islands, the share premium account of the Company
of approximately RMB65,370,000 as at 31 December 2007 is distributable to the
shareholders of the Company provided that immediately following the date on which
the dividend is proposed to be distributed, the Company will be in a position to pay
off its debts as they fall due in the ordinary course of business. The share premium
account may also be distributed in the form of fully paid bonus shares.

FEEAB D BERNEESH - B MERS 2 BHEDBEAR
BEEE  MRDBEMAN 2 EEBELARMDEER - KinE
BREERRSRRRENEMEL -

BEXEEEN BE_TTLF+_A=Z+-RHLFE &
RAESEAMEMME AR EEBEE - BORHEEFAARE L

&

ARARRAEBRFANREEEESD S - SRAHEZEEE
M B RS MIEES0 o

Ao IR S

ARFRZETLFET A=+ ANAHIRREEEARYE
277,044,000 7T, + H AP AR 28,224,000 T AES IREA
BAREARS - REFEHEARE(—AAN—FE=S - €4
AREE-+ZF AREAR=ZTZTLF+=A=+—8
AT IR T AR RIIR R B AR 7 B RR 4 A R 15 65,370,000 7T -
EARNREARBEEEZREREE AR  KARABENEER
R—REEBIZH I ENE o« RDEBERRIFAIASZALRS
FRDIK °
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MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, sales to the Group’s five largest customers accounted for
14.5% of the total sales for the year and sales to the largest customer included therein
amounted to 3.7%. Purchases from the Group’s five largest suppliers accounted for
48.6% of the total purchases for the year and purchases from the largest supplier
included therein amounted to 24.6%.

None of the Directors of the Company or any of their associates or any shareholders
(which, to the best knowledge of the Directors, own more than 5% of the Company’s
issued share capital) had any beneficial interest in the Group’s five largest customers
or suppliers.

DIRECTORS

The Directors of the Company during the year and up to the date of this report are:
EXECUTIVE DIRECTORS

Ms. Li Kei Ling

Mr. Hung Yung Lai
Mr. Li Tung Ming
Mr. Xu Kehan

Mr. Gao Yi

(resigned on 18 March 2007)
(appointed on 1 January 2007)

NON-EXECUTIVE DIRECTOR
Mr. Leung Hong Man
INDEPENDENT NON-EXECUTIVE DIRECTORS
Mr. Pan Xue Tian

Mr. Lee Cheuk Yin Dannis

Mr. Choi Tat Ying Jacky
Mr. Sik Siu Kwan

(resigned on 10 January 2007)

(appointed on 10 January 2007)

In accordance with the article 87 of the Company’s articles of association, Ms. Li Kei
Ling, Mr. Hung Yung Lai and Mr. Leung Hong Man will retire by rotation and being
eligible, offer themselves for re-election at the forthcoming annual general meeting
(“AGM”).

The Company has received annual confirmations of independence from Mr. Pan Xue
Tian, Mr. Choi Tat Ying Jacky and Mr. Sik Siu Kwan, and as at the date of this report
still considers them to be independent.

DIRECTORS’ AND SENIOR MANAGEMENT’S
BIOGRAPHIES

Biographical details of the Directors of the Company and the senior management of
the Group are set out on pages 19 to 23 of the annual report.

Dawnrays Pharmaceutical (Holdings) Limited
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DIRECTORS’ SERVICE CONTRACTS

Ms. Li Kei Ling has entered into a service contract with the Company for a term of two
years which commenced on 1 July 2003. Ms. Li’s service contract was revised to a
term of three years which commenced on 1 July 2005 and is subject to termination
by the Company giving not less than one month’s written notice. Ms. Li is currently
entitled to director's fee and other remuneration from the Group totally HK$516,000
per year.

Mr. Hung Yung Lai has entered into a service contract with the Company for a term
of two years which commenced on 1 July 2003. Mr. Hung’s service contract was
revised to a term of three years which commenced on 1 July 2005 and is subject to
termination by the Company giving not less than one month’s written notice. Mr. Hung
is currently entitled to director's fee and other remuneration from the Group totally
HK$516,000 per year.

Mr. Li Tung Ming entered into a service contract with the Company for a term of two
years which commenced on 14 January 2004. Mr. Li’s service contract was renewed
on 1 January 2007 for a term of three years and is subject to termination by either
party giving not less than three months’ written notice. Mr. Li is is currently entitled to
director's fee and other remuneration from the Group totally HK$516,000 per year.

Mr. Gao Yi has entered into a service contract with the Company for a term of two
years which commenced on 1 January 2007 and is subject to termination by either
party giving not less than two months’ written notice. Mr. Gao is currently entitled to
director's fee and other remuneration from the Group totally HK$912,000 per year
and a discretionary bonus payable at the absolute discretion of the Board.

Mr. Leung Hong Man has entered into a service contract with the Company for a term
of two years which commenced on 1 November 2005. Mr. Leung’s service contract
was renewed for a term of two years which commenced on 1 November 2007, and is
subject to termination by either party giving not less than one month’s written notice.
Mr. Leung is currently entitled to a basic annual remuneration of HK$96,000. Save for
the above director’s fee, Mr. Leung is not entitled to any other remuneration.

Mr. Pan Xue Tian has been appointed as an Independent Non-executive Director. Mr.
Pan’s service contract commenced on 1 July 2003 and was renewed for a term of
two years commencing on 1 July 2007. Mr. Choi Tat Ying Jacky has been appointed
as an Independent Non-executive Director for a term of two years which commenced
on 30 September 2004 and his service contract was renewed for a term of two
years commencing on 30 September 2006. Mr. Sik Siu Kwan has been appointed
as an Independent Non-executive Director and entered into a service contract with
the Company for a term of two years which commenced on 10 January 2007. Mr.
Pan, Mr. Choi and Mr. Sik’s appointments are subject to termination by either party
giving not less than one month's written notice. Each of Mr. Pan, Mr. Choi and Mr. Sik
are currently entitled to an annual remuneration of HK$120,000. Save for the above
directors’ fees, the three Independent Non-executive Directors are not entitled to any
other remuneration.

No Director proposed for re-election at the forthcoming AGM has a service contract
with the Company which is not determinable by the Company within one year without
payment of compensation, other than statutory compensation.
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EEERE

DIRECTORS’ INTERESTS IN CONTRACTS BEERESHNER

No Director had a material interest, either directly or indirectly, in any contract of MEEENUAEBEKBEE ANTIMNANPEENMERS
significance to the business of the Group. There is no contract of significance between B o ANEE - HIERRESEERMNE AR 2 HEE
the Group, its controlling shareholder or any of its subsidiaries during the year. AIEKRBL °

MANAGEMENT CONTRACTS EEEH

No contracts concerning the management and administration of the whole or RER - G LS EA BRIE L ER AR T 2 HED
any substantial part of the business of the Company were entered into or were in HEGHNEZPHHEH o
existence during the year.

SHARE OPTION SCHEME B8
The Company has adopted a share option scheme (the “Scheme”) on 21 June 2003. ARARRZBZ=F A= +— BERMERETEI([5r81]) -

The detailed disclosures relating to the Scheme and valuation of options are set out in BRIGTEIMN B MBI A ESH R SRR E29 -
Note 29 to the financial statements.

Movements of the Company’s share options under the Scheme during the year were AER - GTEIPAORATBEREZEHIT ¢

as follows:
Closing price of the
Number of share options Company's shares (c)
EREHA FRARBRTER ()
At1 Granted Exercised Lapsed At31 Dateofgrantof  Exercise period  Exercise price A
January during during during the December  share options (a) ~ of share options ofshare  immediate date
2007 the year the year year (d) 2007 (dd/mm/yy) (dd/mm/yy) options (b)  before the grant
RiLBRE BRE
Name or category R-EBtE £R R-EStE Afi(a) i BhRE RLERE
of participant SEELRIEH -A-B FRERY EREfE B4%() t=A=t-B (B/ B/ &) (B/ A/ &) fRED A%
HKS HKS
Director f £
Mr. Gao Yi BREE 1,200,000 - (300,000) - 900,000 2812104 28/12/05-27/12/10 058 059
- 3,000,000 - - 3,000,000 04/04/07  04/04/08-03/04/13 0N 070
1,200,000 3,000,000 (300,000) - 3,900,000
Other employees RS
In aggregatele) i 4100000 - - (1,600,000} 2,500,000 1TA104 1710051611110 063 062
16,800,000 - (4,816,000) (704,000) 11,280,000 28/12/04 - 28/12/05-27/12110 058 059
- 800,000 - - 800,000 10/001/07 - 01/09/07-31/08/12 072 068
- 4,500,000 - - 4,500,000 04/04/07  04/04/08-03/04/13 071 0.70
- 1,300,000 - - 1,300,000 10/07/07  10/07/08-09/07/13 080 080
20,900,000 6,600,000 (4,816,000 2,304,000 20,380,000
Other participant Rthp5E 400,000 - - - 400,000 05/05/05  05/05/06-04/05/09 050 049
22,500,000 9,600,000 (5,116,000) 2,304,000) 24,680,000
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(@) 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.

() Mr. Xu Kehan has 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
by the Director and other employees were HK$0.73 and HK$0.83 respectively.

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS
AND SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES

As at 31 December 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 XV of the Securities and
Futures Ordinance (the “SFQ”)), as recorded 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 pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers, were as follows:
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Long positions in ordinary shares of the Company:

RARREBIRPOTE
Number of shares held,
capacity and nature of interest
BENROHE - BHRERENE
Directly Through Percentage of the
beneficially Share controlled Company’s issued
owned Option corporation share capital
Name Notes HiE granted BB Total HAATE BT
=L P = BEEEE REESNBRE DNEFHE By RENEDHL
Directors
=S
Ms. Li Kei Ling
FHR LT @) - - 342,072,000 342,072,000 4313
Mr. Hung Yung Lai
RERITS ST A4 @) - - 342,072,000 342,072,000 4313
Mr Li Tung Ming
= (b) 8,000,000 - 56,000,000 64,000,000 8.07
Mr. Gao Yi
BREE c) 300,000 3,900,000 - 4,200,000 0.53
Mr. Leung Hong Man
RERSE (@) - - 52,380,000 52,380,000 6.60

Long positions in shares and underlying shares of associated corporation:
AEESE AR B VAT A

Percentage of

Name of Capacity and the associated

associated Relationship with nature of corporation’s

corporation the Company Number of interest issued share capital

Name of Director AEEE EAQNTMH Shares shares 2270 HEBEE D BT

EEEB EEERE A R ROEE EEME BRAWE DL

Ms. Li Kei Ling Fortune United the Company’s Ordinary 2 Through a 50
FTHBRLL Group Limited holding company shares controlled corporation
RATRIEIR AR TR iR — G LR

Mr. Hung Yung Lai Fortune United the Company’s Ordinary 2 Through a 50
RERIAE S A Group Limited holding company shares controlled corporation
RATRIERR AR TR iR — G LR
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(@) 342,072,000 shares 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.

(b) 56,000,000 shares 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.

(c) 3,900,000 shares options were granted to Mr. Gao Yi under the Company's option scheme
adopted on 21 June 2003 and Mr. Gao is deemed to be interested in the shares which
will be issued to him upon his exercise of option, representing approximately 0.49% of the
Company's issued share capital.

(d) 52,380,000 shares 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.

Save as disclosed above, as at the date of this report, 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 in the sections “Share option scheme”, “Directors’ and Chief
Executive’s interests and short positions in shares and underlying shares” above and
in the share option scheme disclosures in note 29 to the financial statements, at no
time during the year 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.
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EEERE

SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’ FERRREMATARS RIEBERS
INTERESTS IN SHARES AND UNDERLYING SHARES YRR

As at 31 December 2007, the following interests or short positions in the shares and REZZBZEF+ZA=F—0 ' RIEFFRIE P 336 %
underlying shares of the Company were recorded in the register of interests required ARAREFENERELM ERsE - RARRRG KB
to be kept by the Company pursuant to Section 336 of the SFO: DEERSOABFINT ¢

Long positions:

Ha:
Number of shares held,
capacity and nature of interest
BENROHE - BHREREME
Directly Through Percentage of the
beneficially a controlled Company’s issued
owned Family corporation share capital
Name Notes HiE interest BB—X Total HAATE BT
=g P = BEES Rk £z NG| By RENEDHL
Fortune United Group Limited () 342,072,000 - - 342,072,000 43.13
Keysmart Enterprises Limited (@) - - 342,072,000 342,072,000 4313
Hunwick International Limited () - - 342,072,000 342,072,000 43.13
Mdm. lu Pun (b) - 342,072,000 - 342,072,000 43.13
ity 2+
Time Lead Investments Limited (c) 56,000,000 - - 56,000,000 7.06
Toyo International Investment Limited ~ (d) 52,380,000 - - 52,380,000 6.60
REERRERRAR
Mdm. Lo Mei Sai (e) - 52,380,000 - 52,380,000 6.60
BERBLLT
Mr. Leung Yiu Sing (d) &(f) 284,000 - 52,380,000 52,664,000 6.64
Mdm. Chu Shuet Fong H & (9) 284,000 52,380,000 - 52,664,000 6.64
KEFLZLT
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Notes:

(@  Theissued 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.

(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.

() 284,000 shares are jointly held by Mr. Leung Yiu Sing and Mdm Chu Shuet Fong, his wife,
both deemed to be interested in all of the shares held jointly.

(99 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 31 December 2007, no person, other than the
Directors and Chief Executive Officer of the Company, whose interests are set out
in the section “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.

SUFFICIENCY OF PUBLIC FLOAT
Based on information that is publicly available to the Company and within the

knowledge of the Directors, at least 25% of the Company’s total issued share capital
was held by the public as at the date of this report.

AUDITORS

Ernst & Young will retire and a resolution for their reappointment as auditors of the
Company will be proposed at the forthcoming AGM.

ON BEHALF OF THE BOARD

Li Kei Ling
Chairman

Hong Kong, 14 March 2008
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Independent Auditors’ Report

B ZHERE

Ell ERNST & YOUNG

kR ® W FH K

TO THE SHAREHOLDERS OF

DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED
(INCORPORATED IN THE CAYMAN ISLANDS WITH
LIMITED LIABILITY)

We have audited the financial statements of Dawnrays Pharmaceutical (Holdings)
Limited (the “Company”) and its subsidiaries (collectively referred to as the “Group”)
set out on pages 36 to 98, which comprise the consolidated and company balance
sheets as at 31 December 2007, and the consolidated income statement, the
consolidated statement of changes in equity and the consolidated cash flow
statement for the year then ended, and a summary of significant accounting policies
and other explanatory notes.

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

The directors of the Company are responsible for the preparation and the true and fair
presentation of these financial statements in accordance with International Financial
Reporting Standards and the disclosure requirements of the Hong Kong Companies
Ordinance. This responsibility includes designing, implementing and maintaining
internal control relevant to the preparation and the true and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or
error; selecting and applying appropriate accounting policies; and making accounting
estimates that are reasonable in the circumstances.

AUDITORS’ RESPONSIBILITY

QOur responsibility is to express an opinion on these financial statements based on
our audit. Our report is made solely to you, as a body, and for no other purpose. We
do not assume responsibility towards or accept liability to any other person for the
contents of this report.

We conducted our audit in accordance with Hong Kong Standards on Auditing issued
by the Hong Kong Institute of Certified Public Accountants. Those standards require
that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance as to whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditors’ judgement, including the assessment of the risks of material misstatement
of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditors consider internal control relevant to the entity’s preparation
and true and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. An audit
also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as well as evaluating
the overall presentation of the financial statements.

Dawnrays Pharmaceutical (Holdings) Limited
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We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.

OPINION

In our opinion, the financial statements give a true and fair view of the state of affairs
of the Company and of the Group as at 31 December 2007 and of the Group’s profit
and cash flows for the year then ended in accordance with International Financial
Reporting Standards and have been properly prepared in accordance with the
disclosure requirements of the Hong Kong Companies Ordinance.

Ernst & Young

Certified Public Accountants
Hong Kong

14 March 2008
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Consolidated Income Statement

B Ot RIER

Year ended 31 December 2007 HE—ZZT+F+=-—A=+—AILLFE

2007 2006
—ETtHE ZETREF
Notes RMB’000 RMB'000
FizE AR®T T ARETTT
REVENUE 9N 4 919,945 788,797
Cost of sales SHERK A (680,443) (604,788)
Gross profit EF 239,502 184,009
Other income and gain H U A Rk as 4 4,320 2,955
Selling and distribution costs SHERDHER (69,218) (53,669)
Administrative expenses THER (41,117) (36,400)
Other expenses Hi &R (21,950) (26,590)
Finance costs W5 ER 5 - (976)
PROFIT BEFORE TAX BB AT R 6 111,537 69,329
Tax iE 10 (10,380) (3,451)
PROFIT FOR THE YEAR A F R F 101,157 65,878
Attributable to: AR B I8, -
Equity holders of the parent BARERFEA 11 101,072 65,781
Minority interest DHIRERER 85 97
101,157 65,878
DIVIDENDS: KBE : 12
Interim R HR 11,804 12,422
Proposed final R AR A 28,224 13,654
EARNINGS PER SHARE ATTRIBUTABLE #2QRAEBERERZFAA
TO ORDINARY EQUITY HOLDERS EEESRER
OF THE PARENT 13
— basic, for profit for the year — &K UARFEEHFEFTE RMB0.1260 RMB0.0823
— diluted, for profit for the year — 8% - UAFERNGE RMBO0.1253 RMB0.0818

36 Dawnrays Pharmaceutical (Holdings) Limited
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Balance Sheets

31 December 2007

EERER

R-Z2+F+-HA=+—H

Group Company
rE AT
2007 2006 2007 2006
Notes RMB’000 RMB’000 RMB’000 RMB’000
Fi=E AR¥T ARETTT AR®T T AREETF T
NON-CURRENT ASSETS FREBEE
Property, plant and equipment M - BEREE 14 223,017 240,741 76 153
Land use rights 3 fsh FRAE 15 23,225 13,204 - -
Construction in progress EETR 16 10,496 869 - =
Prepayments FER K 15 26,072 = - =
Intangible assets ER AR 17 14,632 15,362 - -
Interests in subsidiaries RETB A RlA S 18 - = 288,813 341,242
Deferred tax assets BIERIIE A E 27 868 655 - =
Total non-current assets EmENE EMATE 298,310 270,831 288,889 341,395
CURRENT ASSETS REBEE
Inventories "E 19 124,435 134,597 - =
Trade and notes receivables EUE 5 R EEFIE 20 341,170 288,892 - =
Prepayments, deposits and B - Be Rk
other receivables A FEURIE 21 5,752 16,029 423 413
Financial assets at fair value through AR ERABmKRZMHEEE
profit or loss 22 4,888 3,965 4,888 3,965
Cash and cash equivalents ReRReEEY 23 76,843 44,023 31,001 4,924
Total current assets MENEERTE 553,088 487,506 36,402 9,302
CURRENT LIABILITIES REBEE
Trade and notes payables BN E 5 REEZE 24 247,407 201,242 - =
Other payables and accruals Hi R R AE 26 22,843 17,485 1,165 1,262
Bank advances for discounted bills RITRRIR EIREK 25 - 25,351 - =
Income tax payable FERTET1S L 2,142 1,212 - =
Total current liabilities BB EREE 272,392 245,290 1,165 1,262
Net current assets TRENEEFEE 280,696 242,216 35,237 8,040
Total assets less current liabilities BEMBBERTSAE 579,006 513,047 324,126 349,435
EQUITY e
Equity attributable to BARERTE AELER
equity holders of the parent
Issued capital BEITRA 28 84,241 84,791 84,241 84,791
Reserves i 30 465,887 413,812 211,661 250,990
Proposed final dividend BRARHAAR 2 12 28,224 13,654 28,224 13,654
578,352 512,257 324,126 349,435
Minority interest DERRER 654 790 - -
Total equity REREE 579,006 513,047 324,126 349,435
LI KEI LING GAO YI
TH®% ESE:
Director Director
£ £
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Consolidated Statement of Changes in Equity

EOHEREB R

Year ended 31 December 2007 HE—ZZT+F+=-—A=+—AILLFE

Atrioutable to equity holders of the parent
BATEERANERER

Capital Share Statutoy ~ Exchange Proposed
Issued e redemption option suplus— fuctuation find Minorty
Notes capital premium Tesene resee  Contrbuted Tesene TeSene Retaind dhidend Interest Total

k3 B&f acoount -0 L s RS ) profts i Tl HEER uiy
B BhEE  EERE BR B e RBRE  REEN  RERe g e EREE

RMB'000 RMB000 RMB'000 RMB000 RMB000 RMB000 RMB000 RMB000 RMB000 RMB000 RMB000 RMB000

MRETL  ARETT  ARETR  ARETR  ARETR  ARETR  ARETR  ARETR  ARETR  ARETR ARETR ARETR

(note 26) (note 30) note 30) note 30) note 30) note 30) (ote 12)

(W28 (W) (W) (ME0)  (WRso) (o) (HiE12)
At January 2006 H-55°5-F- 84,880 69,563 - 166 10175 45018 o 15T bRV KT w0
Bxchange reaignment EffE - - - - - - 69 - - (63) - 63)
Totel income and expense for BERNERRETN
the year recogrised diecty FERMAR LS
inequiy - - - - - - 63 - - 63 - 63
Poft for the year KERA - - - - - - - 65,781 - 65,761 a 65,878
Total ncome and expense KEENARE L
forthe year - - - - - - 63 65,761 - 65,718 a 65,815
Evercise of share optons filFEhE 9 105 64 - (119) - - - - - 632 - 6
Shares repurchasedand canceled B EEERR( (19%) (1,069) 19 - - - - (19 - (1.269) - (1.269)
Dividends peid o minory B ERERE
shareholder - - - - - - - - - - 50) 50)
Finel 2005 dividend deciered EE-TTRERRE - - - - - - - - icr IRV - 1)
Equiy-sete shere opon IWRE B RER S
arangements 9 - - - 405 - - - - - 405 - 405
Interim 2006 ividend ZTENERERE 1 (12422 - (12420 - (12429
Proposed fel 2006 iidend RE-E5 5R8RE 12 - - - - - - - (13.664) 13,654 - -
Transfr fom reained profts ERGATHER - - - - - 175 - 1759 -
At31 December 2006 R=3EAEt=Az1-A 84,791 69,160 1% 10 1w 5 W18 1364 512087 w5

38 Dawnrays Pharmaceutical (Holdings) Limited
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Consolidated Statement of Changes in Equig

Attributable to equity holders of the parent

SOt EREH

Year ended 31 December 2007 HZE_ZTZ+F+_A=1+—HILFE

BATRERAARRRR
Capital Share Statutory  Exchange Proposed
Issued Share  redemption option surplus fluctuation final Minority
Notes capital premium reserve reserve  Contributed reserve reserve Retained dividend interest Total
Kt BEf  account 1. ] suplus  EERH EX profits B Tt JBRR equity
Bs  BEEE  BERR fif 428 ABe  REEE  REEW  AERR it BE  BREAE
RMBO00 ~ RMB'OO0  RMBO00  RMB'OO0  RMBOO0  RMBOOO  RMBOO0  RMB0O0  RMB'OO0  RMB00  RMBO0  RMBOMO
AR¥TR  ARMTR  ARBTR  ARMTR  ARMTR  ARMTR  ARMTR  ARBTR  ARMTR  ARMTR  ARRTR  ARMTR
(note 28) (note 30) (note 30) (note 30) (note 30) (note 30) (note 12)
(Kizos) (W) (Wakso)  (WE%0) (W& (HEX) (Rigtte)
A1 January 2007 HZ5EE-A-H 84,791 69,160 194 1902 100,175 51 383 189221 13,654 512,057 790 513,047
Exchange realgnment Ej#e (5420) (5420) (5420)
Total income and expense for BERRERNEINDER
the yea recognised directy WARRLEE
nequy 420 (420) 5.42)
Proft for the year KER 101,072 101,072 8% 101,57
Totalncome and experse KERMARR L EE
forthe year - (5420) 101,072 95,652 8 95,131
Evercise of hare optons fiRERE bl 505 209 (558) 2,99 2,99
Sheres repurchasedandcanceled BT RiRR( piJ (1,058) (6,782) 1055 (1,085) 1831) 1831)
Diddends paidto minorty B ERRRS
shareholder (22) (221)
Fin 2006 diicend decleed B35 ERERE (3654 (13654) (13654
Didend on shares s for i i
employeeshaeoptions evercised  {TRHIEBERERE(
afer 81 December 2006 kS (63 (63 (63
Equiy-setd share option IR Rt
arangements 29 864 864 864
hin 2007 iidend “RRUENERS 1 (11,804 (11,804 (11,804
Propose el 2007 dividend RR-STLERERE 10 (28224 2824
Transfr fiom reaned profts BRGATTES 10362 (10382)
At 31 December 2007 RZBEtEtZA=1-H 84,241 65,370 1,49 2208 100,175 63,153 (5,07) 238,769 224 578,352 654 579,006
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Consolidated Cash Flow Statement

EHEERER

Year ended 31 December 2007 HZE_TZ+F+_A=+—HILFE

2007 2006
—EELHF —ETRF
Notes RMB’000 RMB’000
FizE ARET T ARETTT
CASH FLOWS FROM RETEHNHSRE
OPERATING ACTIVITIES
Profit before tax: BB A - 111,537 69,329
Adjustments for: PG FE
Finance costs %58 5 - 976
Interest income FEWA 4 (945) (858)
Dividend income from financial assets BARBERABRRZ
at fair value through profit or loss FIEEEMRERA 4 (68) @)
Loss on disposal of items of property, HEME - BE R
plant and equipment 15 B /&5 18 6 1,585 1,392
Impairment losses on intangible assets EREERERE 6 4,166 1,335
Depreciation e 6 23,143 22,207
Amortisation of intangible assets B EERH 6 912 790
Recognition of land use rights b FARERERR 6 325 307
Gain on disposal of financial assets at HERARBELAERK
fair value through profit or loss 2R ER A 4 (1,302) (202)
Fair value losses/(gains), net: AREEE (W) F5
Financial assets at fair value BARBERABRRZUBEE
through profit or loss 6 294 (857)
Equity-settled share option expenses DARS#E 2 {5 RO B AR A A =2 6, 29 864 405
Operating profit before working capital changes Rat&iEE 4 EFATKL LTS RA 140,511 94,842
Decrease in inventories FERD 10,162 25,283
Increase in trade and notes receivables BN E B =B IEE N (77,628) (41,662)
Decrease in prepayments TR 6,745 10,197
Decrease in deposits and other receivables & R E fth FEYRIR R A 3,697 2,251
Increase/(decrease) in trade and B E 5 REERIBE N, CRid)
notes payables 46,165 (8,336)
Increase/(decrease) in other payables H A FRIEE i, G d) 10,374 (29,163)
Increase in accruals FEET B EE M 188 95
Income tax paid EAFTEHL (9,663) (2,894)
Net cash inflow from operating activities KRR SR AFEE 130,551 50,613
CASH FLOWS FROM INVESTING REZHNHRESRE
ACTIVITIES
Interest received BUFIE 4 945 858
Dividends received from financial assets at BUIRA R ERABmR
fair value through profit or loss S EERRE 4 68 2
Proceeds from disposal of items of property, — H&¥E - WERELEHEEER
plant and equipment HIFT1S 308 123 176
Proceeds from disposal of financial assets HERARBLAERRLZ
at fair value through profit or loss M EERAMEHRIE 15,742 2,150
Purchases of property, plant and equipment ~ BEE¥1% - BE K &fE
and construction in progress RIEEZETRE (22,090) (8,337)
Acquisition of a subsidiary W REHTB A A 17 (618) =
Purchase of intangible assets BEBRTEE 17 (3,760) (2,449)
Purchase of land use rights fEE T {E A (10,346) (3,480)
Increase in prepayments TR N (26,072) =
Purchases of financial assets at fair value BERANBELRABRR
through profit or loss 2T EE (15,658) (4,189)
Net cash outflow from investing activities BB EBHIE SR LFE (61,666) (15,269

Dawnrays Pharmaceutical (Holdings) Limited
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Consolidated Cash Flow Statement

EHRERER

Year ended 31 December 2007 HZE_ZTZ+F+_A=1+—HILFE

2007 2006
—EBLE —TERE
Notes RMB’000 RMB’000
B ARBTR ARBFT
Net cash outflow from investing activities BEEBNES L FE (61,666) (15,269)
CASH FLOWS FROM FINANCING RETBNRSRE
ACTIVITIES
Proceeds from exercise of share option 1T R AR R P15 FE 2,939 632
Repurchase and cancellation of shares EEAEI)S e VNG Eh) (7,840) (1,263)
Interest paid BEAFE 5 - 976)
Dividends paid BEARE (25,523) (41,549)
Dividends paid to minority shareholder EMLHRFRE (221) (50)
Net cash outflow from financing activities REEBMIE SR LFE (30,645) (43,206)
NET INCREASE/(DECREASE) IN CASH REeRAELEEYEM (RD) FHE
AND CASH EQUIVALENTS 38,240 (7,862)
Cash and cash equivalents at beginning of year F#131 & RIS EEY) 44,023 51,948
Effect of foreign exchange rate changes, net &R &8}~ 5/ 25558 (5,420) (63)
CASH AND CASH EQUIVALENTS FRASRBRELEEY
AT END OF YEAR 76,843 44,023
ANALYSIS OF BALANCES OF CASH AND HRE&RREZEEYEL DT
CASH EQUIVALENTS
Cash and bank balances R RIRITHTT 23 48,205 41,446
Short term deposits EERITIERR 23 28,638 2,577
76,843 44,023
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31 December 2007 —ZZ+F+=-A=+—H

Dawnrays Pharmaceutical (Holdings) Limited (the “Company”) was incorporated
as an exempted company with limited liability in the Cayman Islands on 20
September 2002 under the Companies Law, Cap. 22 (Law 3 of 1961, as
consolidated and revised) of the Cayman Islands.

The Company and its subsidiaries (the “Group”) comprising the Group
underwent a reorganisation on 21 June 2003 to rationalise the Group’s structure
in preparation for the listing of the shares of the Company on the Main Board of
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”), pursuant
to which the Company became the holding company of the Group (the “Group
Reorganisation”).

During the year, the Group was principally engaged in the development,
manufacture and sale of non-patented chemical medicines including
cephalosporin in bulk medicine and powder for injection, their intermediate
pharmaceuticals and system specific medicines in Mainland China. In the
opinion of the directors, Fortune United Group Limited, a company incorporated
in the British Virgin Islands, is the holding company of the Company.

The shares of the Company were listed on the Main Board of the Stock
Exchange on 11 July 2008.

These financial statements have been prepared in accordance with International
Financial Reporting Standards (“IFRSs”) issued by the International Accounting
Standards Board and the disclosure requirements of the Hong Kong Companies
Ordinance. 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. These financial statements are presented in Renminbi
(“RMB”) and all values are rounded to the nearest thousand except when
otherwise indicated.

The consolidated financial statements comprise the financial statements of
the Company and its subsidiaries as at 31 December each year. The financial
statements of the subsidiaries are prepared for the same reporting year as the
parent company, using consistent accounting policies.

All significant intercompany balances and transactions within the Group are
eliminated on consolidation.

Subsidiaries are fully consolidated from the date of acquisition, being the date on
which the Group obtains control, and continue to be consolidated until the date
that such control ceases.

Minority interests represent the portion of profit or loss and net assets not held
by the Group and are presented separately in the income statement and within
equity in the consolidated balance sheet, separately from parent shareholders’
equity.
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Notes to the Financial Statements

2.2.IMPACT OF NEW AND REVISED IFRSs

The accounting policies adopted are consistent with those of the previous

financial year except as follows:

The Group has adopted the following new and amended IFRS and IFRIC

interpretations during the year. Adoption of these revised standards and

interpretations did not have any effect on the financial performance or position

of the Group. They did however give rise to additional disclosures, including in

some cases, revisions to accounting policies.

IFRS 7 Financial Instruments: Disclosures

IAS 1 Amendment - Presentation of Financial Statements
IFRIC 8 Scope of IFRS 2

IFRIC 9 Reassessment of Embedded Derivatives

IFRIC 10 Interim Financial Reporting and Impairment

The principal effects of adopting these new and revised IFRSs are as follows:

@)

IFRS 7 Financial Instruments: Disclosures

This standard requires disclosures that enable users of the financial
statements to evaluate the significance of the Group’s financial instruments
and the nature and extent of risks arising from those financial instruments.
The new disclosures are included throughout the financial statements.
While there has been no effect on the financial position or results of
operations of the Group, comparative information has been included/
revised where needed.

IAS 1 Presentation of Financial Statements

This amendment requires the Group to make disclosures to enable users
of the financial statements to evaluate the Group’s objectives, policies and
processes for managing capital. These new disclosures are shown in note
32 to the financial statements.

IFRIC 8 Scope of IFRS 2

This interpretation requires IFRS 2 to be applied to any arrangements
in which the entity cannot identify specifically some or all of the
goods received, in particular where equity instruments are issued
for consideration which appears to be less than fair value. As equity
instruments are only issued to employees in accordance with the employee
share scheme, the interpretation had no impact on the financial position or
performance of the Group.

2.2, #i5] RAMEFT BB A I 3R &
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31 December 2007 —ZTZE+F+—-A=+—8H
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Notes to the Financial Statements

B R R R B RE

31 December 2007 —ZEZE+F+-A=+—H

2.2.IMPACT OF NEW AND REVISED IFRSs (continued)

(d) IFRIC 9 Reassessment of Embedded Derivatives

IFRIC 9 states that the date to assess the existence of an embedded
derivative is the date that an entity first becomes a party to the contract,
with reassessment only if there is a change to the contract that significantly
modifies the cash flows. As the Group has no embedded derivative
requiring separation from the host contract, the interpretation had no
impact on the financial position or performance of the Group.

(e) IFRIC 10 Interim Financial Reporting and Impairment

The Group adopted IFRIC Interpretation 10 as of 1 January 2007, which
requires that an entity must not reverse an impairment loss recognised in a
previous interim period in respect of goodwill or an investment in either an
equity instrument or a financial asset carried at cost. As the Group had no
impairment losses previously reversed, the interpretation had no impact on
the financial position or performance of the Group.

2.3.SIGNIFICANT ACCOUNTING JUDGEMENTS,

ESTIMATES AND ASSUMPTIONS

The preparation of the Group’s financial statements requires management to
make judgements, estimates and assumptions that affect the reported amounts
of revenues, expenses, assets and liabilities, and the disclosure of contingent
liabilities, at the reporting date. However, uncertainty about these assumptions
and estimates could result in outcomes that could require a material adjustment
to the carrying amount of the asset or liability affected in the future.

Judgements

In the process of applying the Group’s accounting policies, management has
made the following judgment, apart from those involving estimations, which
has the most significant effect on the amounts recognised in the financial
statements:

Development Costs

Development costs are capitalised in accordance with the accounting policy
in note 2.4. Initial capitalisation of costs is based on management’s judgment
that technological and economical feasibility is confirmed, usually when a
product development project has reached a defined milestone according to an
established management model.

Dawnrays Pharmaceutical (Holdings) Limited
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Notes to the Financial Statements

2.3.SIGNIFICANT ACCOUNTING JUDGEMENTS,

ESTIMATES AND ASSUMPTIONS (continued)
Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation
uncertainty at the balance sheet date, that have a significant risk of causing a
material adjustment to the carrying amounts of assets and liabilities within the
next financial year are discussed below.

Impairment of non-financial assets

The Group assesses whether there are any indicators of impairment for all
non-financial assets at each reporting date. Goodwill is tested for impairment
annually and at other times when such indicators exist. Other non-financial
assets are tested for impairment when there are indicators that the carrying
amounts may not be recoverable.

Share-based payments

The Group measures the cost of equity-settled transactions with employees by
reference to the fair value of the equity instruments at the date at which they
are granted. Estimating fair value requires determining the most appropriate
valuation model for a grant of equity instruments, which is dependent on the
terms and conditions of the grant. This also requires determining the most
appropriate inputs to the valuation model including the expected life of the
option, volatility and dividend yield and making assumptions about them. The
assumptions and models used are disclosed in note 29.

2.4.SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Subsidiaries

A subsidiary is an entity whose financial and operating policies the Company
controls, directly or indirectly, so as to obtain benefits from its activities.

The results of subsidiaries are included in the Company’s income statement
to the extent of dividends received and receivable. The Company’s investment
interests in subsidiaries that are not classified as held for sale in accordance with
IFRS 5 are stated at cost less any impairment losses.

Related parties

A party is considered to be related to the Group if:

(@) the party, directly or indirectly through one or more intermediaries, (i)
contrals, is controlled by, or is under common control with, the Group; (ii)
has an interest in the Company that gives it significant influence over the

Group; or (iii) has joint control over the Group;

(b) the party is an associate;
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(c) the party is a jointly-controlled entity;

(d) the party is a member of the key management personnel of the Group or
its parent;

(e) the party is a close member of the family of any individual referred to in (a)
or (d); or

() the party is an entity that is controlled, jointly controlled or significantly
influenced by or for which significant voting power in such entity resides
with, directly or indirectly, any individual referred to in (d) or (g); or

(9 the party is a post-employment benefit plan for the benefit of the
employees of the Group, or of any entity that is a related party of the Group.

The consolidated financial statements are presented in RMB. Each entity in
the Group determines its own functional currency and items included in the
financial statements of each entity are measured using that functional currency.
Transactions in foreign currencies are initially recorded in the functional currency
rates ruling at the date of the transactions. Monetary assets and liabilities
denominated in foreign currencies are retranslated at the functional currency
rate of exchange ruling at the balance sheet date. All differences are taken to
profit or loss with the exception of differences on foreign currency borrowings
that provide a hedge against a net investment in a foreign entity. These are taken
directly to equity until the disposal of the net investment, at which time they are
recognised in profit or loss. Tax charges and credits attributable to exchange
differences on those borrowings are also dealt with in equity. Non-monetary
items that are measured in terms of historical cost in a foreign currency are
translated using the exchange rates as at the dates of the initial transactions.
Non-monetary items measured at fair value in a foreign currency are translated
using the exchange rates at the date when the fair value was determined.

The functional currency of the Company, Dawnrays International Co., Ltd.
(“Dawnrays International”’) and Dawnrays Pharma (Hong Kong) Limited
(“Dawnrays Pharma”), is the Hong Kong Dollar. As at the reporting date, the
assets and liabilities of these companies are translated into the presentation
currency of the Group (RMB) at the exchange rates ruling at the balance sheet
date and, their income statements are translated at the weighted average
exchange rates for the year. The exchange differences arising on the translation
are taken directly to a separate component of equity.
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Notes to the Financial Statements

2.4.SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)

Property, plant and equipment

Property, plant and equipment are stated at cost, less accumulated depreciation
and any accumulated impairment losses. Such cost includes the cost of
replacing part of such property, plant and equipment when that cost is incurred
if the recognition criteria are met. Depreciation is calculated on the straight-line
basis to write off the cost of each item of property, plant and equipment to its
residual value over its estimated useful life. The principal estimated useful lives of
property, plant and equipment are as follows:

Buildings 20 years
Machinery and other equipment 510 10 years
Office equipment 5 years
Motor vehicles 5 years

The carrying values of property, plant and equipment are reviewed for
impairment when events or changes in circumstances indicate that the carrying
values may not be recoverable.

When each major inspection is performed, its cost is recognised in the carrying
amount of the plant and equipment as a replacement if the recognition criteria
are satisfied.

An item of property, plant and equipment is derecognised upon disposal or
when no future economic benefits are expected from its use or disposal. Any
gain or loss arising on derecognition of the asset (calculated as the difference
between the net disposal proceeds and the carrying amount of the asset) is
included in the income statement in the year the asset is derecognised.

Residual values, useful lives and depreciation method are reviewed, and
adjusted if appropriate, at each financial year end.

Construction in progress

Construction in progress represents property, plant and equipment under
construction, which is stated at cost less any impairment losses and is not
depreciated. Cost comprises the direct costs of construction during the period
of construction. Construction in progress is transferred to the appropriate
category of property, plant and equipment when completed and ready for use.
Borrowing costs

Borrowing costs are recognised as an expense when incurred.

Land use rights

Land use rights represent prepaid land lease payments under operating leases,

which are initially stated at cost and subsequently recognised on the straight-line
basis over the lease terms.
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Business combinations are accounted for using the purchase method.

Goodwill is initially measured at cost being the excess of the cost of the business
combination over the Group’s share in the net fair value of the acquiree’s
identifiable assets, liabilities and contingent liabilities. After initial recognition,
goodwill is measured at cost less any accumulated impairment losses. For the
purpose of impairment testing, goodwill acquired in a business combination is,
from the acquisition date, allocated to each of the Group’s cash generating units
that are expected to benefit from the synergies of the combination, irrespective
of whether other assets or liabilities of the acquiree are assigned to those units.

Where goodwill forms part of a cash-generating unit and part of the operation
within that unit is disposed of, the goodwill associated with the operation
disposed of is included in the carrying amount of the operation when
determining the gain or loss on disposal of the operation. Goodwill disposed of
in this circumstance is measured based on the relative values of the operation
disposed of and the portion of the cash-generating unit retained.

When the Group acquires a business, embedded derivatives separated from
the host contract by the acquiree are not reassessed on acquisition unless
the business combination results in a change in the terms of the contract that
significantly modifies the cash flows that would otherwise be required under the
contract.

Intangible assets acquired separately are measured on initial recognition at
cost. Following the initial recognition, intangible assets are carried at cost
less any accumulated amortisation and any accumulated impairment losses.
Internally generated intangible assets, excluding capitalised development costs,
are not capitalised and expenditure is charged against profits in the year in
which the expenditure is incurred. The useful lives of intangible assets of the
Group are assessed to be finite. Intangible assets with finite lives are amortised
over the useful economic lives and assessed for impairment whenever there
is an indication that the intangible assets may be impaired. The amortisation
period and amortisation method for an intangible asset with a finite useful
life is reviewed at least at each financial year-end. Changes in the expected
useful life or expected pattern of consumption of the future economic benefits
embodied in the assets are accounted for by changing the amortisation period
or method, as appropriate, and treated as changes in accounting estimates. The
amortisation expense on intangible assets with finite lives is recognised in the
income statement in the expense category consistent with the function of the
intangible assets.
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All research costs are charged into the income statement as incurred. An
intangible asset arising from development expenditure on an individual project
is recognised only when the Group can demonstrate the technical feasibility
of completing the intangible asset so that it will be available for use or sale, its
intention to complete and its ability to use or sell the asset, how the asset will
generate future economic benefits, the availability of resources to complete
the project and the ability to measure reliably the expenditure during the
development. Following the initial recognition of the development expenditure,
a cost model is applied requiring the asset to be carried at cost less any
accumulated amortisation and accumulated impairment losses. Any expenditure
capitalised is amortised using the straight-line basis over the commercial lives
of the underlying products not exceeding ten years, commencing from the date
when the products are put into commercial production.

The carrying value of development costs is reviewed for impairment annually
during the period of development.

Gains or losses arising from derecognition of an intangible asset are measured
as the difference between the net disposal proceeds and the carrying amount
of the asset and are recognised in the income statement when the asset is
derecognised.

The Group assesses at each reporting date whether there is an indication that an
asset may be impaired. If any such indication exists, or when annual impairment
testing for an asset is required, the Group makes an estimate of the asset’s
recoverable amount. An asset’s recoverable amount is the higher of an asset’s
or cash generating unit’s fair value less costs to sell and its value in use and is
determined for an individual asset, unless the asset does not generate cash
inflows that are largely independent of those from other assets or groups of
assets. Where the carrying amount of an asset exceeds its recoverable amount,
the asset is considered impaired and is written down to its recoverable amount.
In assessing value in use, the estimated future cash flows are discounted to
their present values using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset.
Impairment losses are recognised in the income statement in those expense
categories consistent with the function of the impaired asset.
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An assessment is made at each reporting date as to whether there is any
indication that previously recognised impairment losses may no longer exist
or may have decreased. If such indication exists, the recoverable amount is
estimated. A previously recognised impairment loss other than goodwill is
reversed if there has been a change in the estimates used to determine the
asset’s recoverable amount since the last impairment loss was recognised. If
that is the case, the carrying amount of the asset is increased to its recoverable
amount. That increased amount cannot exceed the carrying amount that would
have been determined, net of depreciation, had no impairment loss been
recognised for the asset in prior years. Such a reversal is recognised in profit or
loss. After such a reversal the depreciation charge is adjusted in future periods
to allocate the asset’s revised carrying amount, less any residual value, on a
systematic basis over its remaining useful life.

Financial assets in the scope of IAS 39 are classified as financial assets at fair
value through profit or loss, loans and receivables, held-to-maturity investments,
and available-for-sale financial assets, as appropriate. When financial assets
are recognised initially, they are measured at fair value, plus, in the case
of investments not at fair value through profit or loss, directly attributable
transaction costs. The Group assesses whether a contract contains an
embedded derivative when the Group first becomes a party to it. Reassessment
only occurs if there is a change in the terms of the contract that significantly
modifies the cash flows that would otherwise be required under the contract.
The Group determines the classification of its financial assets after initial
recognition and, where allowed and appropriate, re-evaluates this designation at
each financial year-end.

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

Financial assets at fair value through profit or loss include financial assets held
for trading and financial assets designated upon initial recognition as at fair
value through profit or loss. Financial assets are classified as held for trading if
they are acquired for the purpose of selling in the near term. Gains or losses on
investments held for trading are recognised in the income statement. The net
fair value gain or loss recognised in the income statement does not include any
dividends on these financial assets, which are recognised in accordance with the
policy set out for “Revenue recognition” below.
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Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. Such assets
are subsequently carried at amortised cost using the effective interest method
less any allowance for impairment. Amortised cost is calculated taking into
account any discount or premium on acquisition and includes fees that are an
integral part of the effective interest rate and transaction costs. Gains and losses
are recognised in the income statement when the loans and receivables are
derecognised or impaired, as well as through the amortisation process.

Non-derivative financial assets with fixed or determinable payments and fixed
maturity are classified as held-to-maturity when the Group has the positive
intention and ability to hold to maturity. Held-to-maturity investments are
subsequently measured at amortised cost less any allowance for impairment.
This cost is computed as the amount initially recognised minus principal
repayments, plus or minus the cumulative amortisation using the effective
interest method of any difference between the initially recognised amount
and the maturity amount. This calculation includes all fees and points paid or
received between parties to the contract that are an integral part of the effective
interest rate, transaction costs and all other premiums and discounts. Gains
and losses are recognised in income when the investments are derecognised or
impaired, as well as through the amortisation process.

Available-for-sale financial assets are non-derivative financial assets that are
designated as available-for-sale or are not classified in any of the other three
categories. After initial recognition, available-for-sale financial assets are
measured at fair value, with gains or losses recognised as separate components
of equity until the investment is derecognised or until the investment is
determined to be impaired, at which time the cumulative gain or loss previously
reported in equity is included in the income statement. Interest and dividends
earned are reported as interest income and dividend income, respectively and
are recognised in the income statement as “Other income” in accordance with
the policies set out for “Revenue recognition” below. Losses arising from the
impairment of such investments are recognised in the income statement as
“Impairment losses on available-for-sale financial assets” and are transferred
from the available-for-sale investment revaluation reserve.

When the fair value of unlisted equity securities cannot be reliably measured
because (a) the variability in the range of reasonable fair value estimates is
significant for that investment or (b) the probabilities of the various estimates
within the range cannot be reasonably assessed and used in estimating fair
value, such securities are stated at cost less any impairment losses.
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The fair value of investments that are actively traded in organised financial
markets is determined by reference to quoted market bid prices at the close of
business on the balance sheet date. For investments where there is no active
market, fair value is determined using valuation techniques. These techniques
include using recent arm’s length market transactions; reference to the
current market value of another instrument, which is substantially the same; a
discounted cash flow analysis and option pricing models.

The Group assesses at each balance sheet date whether a financial asset or a
group of financial assets is impaired.

If there is objective evidence that an impairment loss on loans and receivables
carried at amortised cost has been incurred, the amount of the loss is measured
as the difference between the asset’s carrying amount and the present value of
estimated future cash flows (excluding future credit losses that have not been
incurred) discounted at the financial asset’s original effective interest rate (i.e.,
the effective interest rate computed at initial recognition). The carrying amount
of the asset shall be reduced either directly or through use of an allowance
account. The amount of the impairment loss is recognised in the income
statement. Loans and receivables together with any associated allowance are
written off when there is no realistic prospect of future recovery.

If, in a subsequent period, the amount of the impairment loss decreases and the
decrease can be related objectively to an event occurring after the impairment
was recognised, the previously recognised impairment loss is reversed by
adjusting the allowance account. Any subsequent reversal of an impairment loss
is recognised in the income statement, to the extent that the carrying value of the
asset does not exceed its amortised cost at the reversal date.

In relation to trade and other receivables, a provision for impairment is made
when there is objective evidence (such as the probability of insolvency or
significant financial difficulties of the debtor and significant changes in the
technological, market economic or legal environment that have an adverse effect
on the debtor) that the Group will not be able to collect all of the amounts due
under the original terms of an invoice. The carrying amount of the receivables
is reduced through the use of an allowance account. Impaired debts are
derecognised when they are assessed as uncollectible.
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Notes to the Financial Statements

2.4.SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)

Assets carried at cost

If there is objective evidence that an impairment loss on an unquoted equity
instrument that is not carried at fair value because its fair value cannot be reliably
measured or on a derivative asset that is linked to and must be settled by
delivery of such an unquoted equity instrument has been incurred, the amount
of the loss is measured as the difference between the asset’s carrying amount
and the present value of estimated future cash flows discounted at the current
market rate of return for a similar financial asset. Impairment losses on these
assets are not reversed.

Available-for-sale financial assets

If an available-for-sale asset is impaired, an amount comprising the difference
between its cost (net of any principal payment and amortisation) and its
current fair value, less any impairment loss previously recognised in the income
statement, is transferred from equity to the income statement. A provision for
impairment is made for available-for-sale equity investments when there has
been a significant or prolonged decline in the fair value below its cost or where
other objective evidence of impairment exists. The determination of what is
“significant” or “prolonged” requires judgement. In addition, the Group evaluates
other factors, such as the share price volatility. Impairment losses on equity
instruments classified as available for sale are not reversed through the income
statement.

Inventories
Inventories are valued at the lower of cost and net realisable value.

Costs incurred in bringing each product to its present location and condition are
accounted for as follows:

Raw materials Purchase cost on a weighted-average basis;

Finished goods and Cost of direct materials and labour and a proportion
work in progress of manufacturing overheads based on normal

operating capacity but excluding borrowing costs.

Net realisable value is based on estimated selling price in the ordinary course of
business, less any estimated costs to be incurred to completion and disposal.
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(continued)

Trade and other receivables

Trade and notes receivables are recognised initially at fair value and
subsequently measured at amortised cost using the effective interest method,
less provision for impairment. A provision for impairment of trade and notes
receivable is established when there is objective evidence that the Group
will not be able to collect all amounts due according to the original terms of
the receivables. Significant financial difficulties of the debtor, probability that
the debtor will enter bankruptcy or financial reorganisation, and default or
delinquency in payments are considered indicators that the trade and notes
receivables are impaired. The amount of the provision is the difference between
the asset’s carrying amount and the present value of estimated future cash
flows, discounted at the original effective interest rate. The carrying amount of
the assets is reduced through the use of an allowance account, and the amount
of the loss is recognised in the income statement within administrative expenses.
When any trade or notes receivable is uncollectible, it is written off against the
allowance account for trade receivables.

Cash and cash equivalents

For the purpose of the consolidated cash flow statement, cash and cash
equivalents comprise cash on hand and demand deposits, and short term highly
liquid investments that are readily convertible into known amounts of cash, and
which are subject to an insignificant risk of changes in value, and have a short
maturity of generally within three months when acquired, less bank overdrafts
which are repayable on demand and form an integral part of the Group’s cash
management.

For the purpose of the balance sheets, cash and cash equivalents comprise
cash on hand and at banks, including term deposits, which are not restricted as
to use.
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A financial asset (or, where applicable, a part of a financial asset or part of a
group of similar financial assets) is derecognised where:

o the rights to receive cash flows from the asset have expired;

o the Group retains the rights to receive cash flows from the asset, but has
assumed an obligation to pay them in full without material delay to a third
party under a “pass-through” arrangement; or

e the Group has transferred its rights to receive cash flows from the asset
and either (a) has transferred substantially all the risks and rewards of the
asset, or (b) has neither transferred nor retained substantially all the risks
and rewards of the asset, but has transferred control of the asset.

Where the Group has transferred its rights to receive cash flows from an asset
and has neither transferred nor retained substantially all the risks and rewards
of the asset nor transferred control of the asset, the asset is recognised to
the extent of the Group’s continuing involvement in the asset. Continuing
involvement that takes the form of a guarantee over the transferred asset is
measured at the lower of the original carrying amount of the asset and the
maximum amount of consideration that the Group could be required to repay.

Where continuing involvement takes the form of a written and/or purchased
option (including a cash-settled option or similar provision) on the transferred
asset, the extent of the Group’s continuing involvement is the amount of the
transferred asset that the Group may repurchase, except in the case of a written
put option (including a cash-settled option or similar provision) on an asset
measured at fair value, where the extent of the Group’s continuing involvement
is limited to the lower of the fair value of the transferred asset and the option
exercise price.

Financial liabilities including trade and notes payables, bank advances for
discounted bills, other payables and accruals and income tax payable are
initially stated at fair value less directly attributable transaction costs and are
subsequently measured at amortised cost, using the effective interest method
unless the effect of discounting would be immaterial, in which case they are
stated at cost. The related interest expense is recognised within “finance costs”
in the income statement.

Gains and losses are recognised in the income statement when the liabilities are
derecognised as well as through the amortisation process.
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A financial liability is derecognised when the obligation under the liability is
discharged or cancelled or expires.

When an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially
modified, such an exchange or modification is treated as a derecognition of the
original liability and a recognition of a new liability, and the difference between the
respective carrying amounts is recognised in the income statement.

A provision is recognised when a present obligation (legal or constructive)
has arisen as a result of a past event and it is probable that a future outflow
of resources will be required to settle the obligation, provided that a reliable
estimate can be made of the amount of the obligation.

When the effect of discounting is material, the amount recognised for a provision
is the present value at the balance sheet date of the future expenditures
expected to be required to settle the obligation. The increase in the discounted
present value amount arising from the passage of time is included in finance
costs in the income statement.

The Group operates a defined contribution Mandatory Provident Fund
retirement benefits scheme (the “MPF Scheme”) under the Mandatory Provident
Fund Schemes Ordinance, for those employees who are eligible to participate
in the MPF Scheme. Contributions are made based on a percentage of the
employees’ basic salaries and charged to the income statement as they become
payable in accordance with the rules of the MPF Scheme. The assets of the
MPF Scheme are held separately from those of the Group in an independently
administered fund. The Group’s employer contributions vest fully with the
employees when contributed into the MPF Scheme, except for the Group’s
employer voluntary contributions, which are refunded to the Group when
the employee leaves employment prior to the contributions vesting fully, in
accordance with the rules of the MPF Scheme.

The employees of the Group’s subsidiaries which operate in Mainland China (the
“Mainland China Subsidiaries”) are required to participate in a central pension
scheme operated by the local municipal government. The contributions are
charged to the income statement as they become payable in accordance with
the rules of the central pension scheme.

Contributions to an accommodation fund administered by the Public
Accumulation Funds Administration Centre in Mainland China are charged to the
income statement as incurred.
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The Company operates a share option scheme for the purpose of providing
incentives and rewards to eligible participants who contribute to the success
of the Group’s operations. Eligible participants (the Company’s directors,
employees of the Group and other eligible participants) of the Group receive
remuneration in the form of share-based payment transactions, whereby eligible
participants render services as consideration for equity instruments (“equity-
settled transactions”).

The cost of equity-settled transactions with eligible participants is measured by
reference to the fair value at the date at which they are granted. The fair value
is determined using a Black-Scholes-Merton valuation model, further details of
which are given in note 29. In valuing equity-settled transactions, no account is
taken of any performance conditions, other than conditions linked to the price of
the shares of the Company (“market conditions”), if applicable.

The cost of equity-settled transactions is recognised, together with a
corresponding increase in equity, over the period in which the performance
and/or service conditions are fulfilled, ending on the date on which the eligible
participants become fully entitled to the award (the “vesting date”). The
cumulative expense recognised for equity-settled transactions at each balance
sheet date until the vesting date reflects the extent to which the vesting period
has expired and the Group’s best estimate of the number of equity instruments
that will ultimately vest. The charge or credit to the income statement for a
period represents the movement in the cumulative expense recognised as at the
beginning and end of that period.

No expense is recognised for awards that do not ultimately vest, except for
awards where vesting is conditional upon a market condition, which are treated
as vesting irrespective of whether or not the market condition is satisfied,
provided that all other performance conditions are satisfied.

Where the terms of an equity-settled award are modified, as a minimum an
expense is recognised as if the terms had not been modified. In addition, an
expense is recognised for any modification, which increases the total fair value
of the share-based payment arrangement, or is otherwise beneficial to the
participants as measured at the date of modification.

Where an equity-settled award is cancelled, it is treated as if it had vested on
the date of cancellation, and any expense not yet recognised for the award
is recognised immediately. However, if a new award is substituted for the
cancelled award, and is designated as a replacement award on the date that it is
granted, the cancelled and new awards are treated as if they were a modification
of the original award, as described in the previous paragraph.

The dilutive effect of outstanding options is reflected as additional share dilution
in the computation of earnings per share.
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(continued)
Operating leases

The determination of whether an arrangement is or contains a lease is based
on the substance of the arrangement and requires an assessment of whether
the fulfiiment of the arrangement is dependent on the use of a specific asset or
assets and the arrangement conveys a right to use the asset or assets.

Where the Group is the lessee, operating lease payments are recognised as an
expense in the income statement on the straight-line basis over the lease term.

Revenue recognition

Revenue is recognised to the extent that it is probable that the economic
benefits will flow to the Group and the revenue can be reliably measured.

The following specific recognition criteria must also be met before revenue is
recognised:

Sale of goods

Revenue is recognised when the significant risks and rewards of ownership of
the goods have passed to the buyer, provided that the Group maintains neither
managerial involvement to the degree usually associated with ownership, nor
effective control over the goods sold;

Interest income

Revenue is recognised as interest accrues (using the effective interest rate, that
is the rate that exactly discounts the estimated future cash receipts through the
expected life of the financial instrument to the net carrying amount of the financial
asset);

Dividend income

Revenue is recognised when the shareholders’ right to receive payment has
been established.

Government grants

Government grants are recognised where there is reasonable assurance that
the grant will be received and all attaching conditions will be complied with.
When the grant relates to an expense item, it is recognised as income over the
period necessary to match the grant on a systematic basis to the costs that it
is intended to compensate. Where the grant relates to an asset, the fair value is
credited to a deferred income account and is released to the income statement
over the expected useful life of the relevant asset by equal annual instalments.
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Income tax comprises current and deferred tax. Income tax relating to items
recognised directly in equity is recognised in equity and not in the income
statement.

Current tax assets and liabilities for the current and prior periods are measured
at the amount expected to be recovered from or paid to the taxation authorities.
The tax rates and tax laws used to compute the amount are those that are
enacted or substantively enacted by the balance sheet date.

Deferred income tax is provided using the liability method on temporary
differences at the balance sheet date between the tax bases of assets and
liabilities and their carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary differences,
except:

e where the deferred tax liability arises from the initial recognition of goodwill
or of an asset or liability in a transaction that is not a business combination
and, at the time of the transaction, affects neither the accounting profit nor
taxable profit or loss; and

. in respect of taxable temporary differences associated with investments in
subsidiaries, where the timing of the reversal of the temporary differences
can be controlled and it is probable that the temporary differences will not
reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible temporary differences,
carry-forward of unused tax credits and unused tax losses, to the extent that
it is probable that taxable profit will be available against which the deductible
temporary differences, and the carry-forward of unused tax credits and unused
tax losses can be utilised, except:

. where the deferred income tax asset relating to the deductible temporary
difference arises from the initial recognition of an asset or liability in a
transaction that is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor taxable profit or loss
and

. in respect of deductible temporary differences associated with investments
in subsidiaries, deferred tax assets are recognised only to the extent that
it is probable that the temporary differences will reverse in the foreseeable
future and taxable profit will be available against which the temporary
differences can be utilised.
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(continued)

Income taxes (continued)
Deferred tax (continued)

The carrying amount of deferred income tax assets is reviewed at each balance
sheet date and reduced to the extent that it is no longer probable that sufficient
taxable profit will be available to allow all or part of the deferred income tax
asset to be utilised. Unrecognised deferred income tax assets are reassessed
at each balance sheet date and are recognised to the extent that it has become
probable that future taxable profit will allow the deferred tax asset to be
recovered.

Deferred income tax assets and liabilities are measured at the tax rates that
are expected to apply to the year when the assets are realised or the liabilities
are settled, based on tax rates (and tax laws) that have been enacted or
substantively enacted at the balance sheet date.

Deferred tax assets and deferred tax liabilities are offset if a legally enforceable
right exists to set off current tax assets against current tax liabilities and the
deferred taxes relate to the same taxable entity and the same taxation authority.

Dividends

Final dividends proposed by the directors are classified as a separate allocation
of retained profits within the equity section of the balance sheets, until they have
been approved by the shareholders in a general meeting. When these dividends
have been approved by the shareholders and declared, they are recognised as
a liability.

Interim dividends are simultaneously proposed and declared, because the
Company’s memorandum and articles of association grant the directors the
authority to declare interim dividends. Consequently, interim dividends are
recognised immediately as a liability when they are proposed and declared.

2.5.FUTURE CHANGES IN ACCOUNTING POLICIES

The Group has not applied the following new and revised IFRSs and IFRIC
Interpretations that have been issued but are not yet effective, in the financial
statements unless otherwise stated.

IAS 23 (revised) Borrowing Costs

IFRS 8 Operating Segments
IFRIC 11 IFRS2 - Group and Treasury Share Transactions
IFRIC 12 Service Concession Arrangements

IFRIC 13
IFRIC 14

Customer Loyalty Programmes
IAS 19 - The Limit on a Defined Benefit Asset, Minimum Funding
Requirements and their Interaction

Dawnrays Pharmaceutical (Holdings) Limited

RInH (ER)BRAF

BiIE (&)

s g
5 (#2)

-
55
N
R~

BEFEEENREE  ESELGEETAEN - 51
BRI 8L A & S ER B A B A AR HIAR B TR IR & A= ) 2 50
&b - AHBIEERIRE ERE(E - RFERIELER
HEENSR/BERETERNG  XEAERERHER
6 AR AE A TR A EE 1R B P S AR o

BERSHREENBRNREEZRXAEFTENBRHE
TREBANH R E - WARE R E HBLER AR
EERERBE (RBE) BEE -

B FEAE LR R HMITER - AEARR—RH
BERRFE—HBHANRHIAEEKEER AR - A%
SHIRIER R A EERIERIA B (A °

RE

BEEHRMARPREBRBRERRKE LHERERS
AN EERBEROESE D P INER LD B R Fii
Ao B LR SBGERILES TR - AIRRARAE -

HRAARABERAMRARABERZANR TES
EIRTHRENES - AR E R REZELEIRT B
B e Bt - FEHRERERRERENHRRLAME -

25. 8 R ZRREEH

BE AT AREL BN ERKER T 52 R M
HE 1) R AR R R AT K AR B AT B R B 765 3 o 2B ) B B B B
BRERBEZRGRE -

(EBEEAFBRBE)  HERE
(EBHBEEEAE % SEH
(EBEBRERRZEL)E 1Y ERNBRSISE 28
REBRHZS
(EBEBREAREE)E 28  HHRRKEE
(EBNBFEREERRE 108 BRRUHY

(ERMBHRERBZRE)F 145

B & EERI£195 — REiEH
EENRY  REALEX
RRENEHHE



IAS 23 has been revised to require capitalisation of borrowing costs when such
costs are directly attributable to the acquisition, construction or production of
a qualifying asset. In accordance with the transitional provisions in the revised
standard, the Group shall apply the revised standard on a prospective basis to
borrowing costs relating to qualifying assets for which the commencement date
for capitalisation is on or after 1 January 2009. The Group expects to adopt IAS
23 (revised) from 1 January 2009.

IFRS 8, which will replace IAS 14 Segment Reporting, specifies how an entity
should report information about its operating segments, based on information
about the components of the entity that is available to the chief operating
decision maker for the purposes of allocating resources to the segments and
assessing their performance. The standard also requires the disclosure of
information about the products and services provided by the segments, the
geographical areas in which the Company operates, and revenue from the
Group’s major customers. The Group expects to adopt IFRS 8 from 1 January
2009.

IFRIC 11 requires arrangements whereby an employee is granted rights to
the Company’s equity instruments, to be accounted for as an equity-settled
scheme, even if the Group acquires the instruments from another party, or the
shareholders provide the equity instruments needed. As the Group currently has
no such transactions, the interpretation is unlikely to have any financial impact on
the Group.

IFRIC 12 requires an operator under public-to-private service concession
arrangements to recognise the consideration received or receivable in exchange
for the construction services as a financial asset and/or an intangible asset,
based on the terms of the contractual arrangements.

IFRIC 12 also addresses how an operator shall apply existing IFRSs to account
for the obligations and the rights arising from service concession arrangements
by which a government or a public sector entity grants a contract for the
construction of infrastructure used to provide public services and/or for the
supply of public services. No member of the Group is an operator and hence this
Interpretation will have no impact on the Group.
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2.5.FUTURE CHANGES IN ACCOUNTING POLICIES

(CONTINUED)
IFRIC 13 Customer Loyalty Programmes

IFRIC 13 requires that loyalty award credits granted to customers as part of
a sales transaction are accounted for as a separate component of the sales
transaction. The consideration received in the sales transaction is allocated
between the loyalty award credits and the other components of the sale. The
amount allocated to the loyalty award credits is determined by reference to
their fair value and is deferred until the awards are redeemed or the liability is
otherwise extinguished.

IFRIC 14 IAS 19 - The Limit on a Defined Benefit Asset, Minimum
Funding Requirements and their Interaction

IFRIC 14 addresses how to assess the limit under IAS 19 Employee Benefits,
on the amount of a refund or a reduction in future contributions in relation to a
defined benefit scheme that can be recognised as an asset, in particular, when
a minimum funding requirement exists.

As the Group currently has no customer loyalty award credits or defined benefit
scheme, IFRIC 13 and IFRIC 14 are not applicable to the Group and therefore
are unlikely to have any financial impact on the Group.

SEGMENT INFORMATION

The Group is principally engaged in one business segment, the development,
manufacture and sale of medicines, and most of its operations and assets are
located in Mainland China. Therefore, no business segment or geographical
segment is presented.

Dawnrays Pharmaceutical (Holdings) Limited
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4. REVENUE, OTHER INCOME AND GAIN 4, WA ~ B A R WS
Revenue, which is also the Group’s turnover, represents the net invoiced value WA (REEESEZ)IRHEERTNKREES KSTHH
of goods sold, after allowances for returns and trade discounts. BEETRAE o
An analysis of the Group’s revenue, other income and gain is as follows: AEBWA A RKZZHTOT ¢
Group
AEE
2007 2006
—EELF ZETREF
RMB’000 RMB’000
AR®T T AREET T
Revenue PN
Sale of goods HESR 919,945 788,797
Other income Hed A
Bank interest income SRITHEMA 945 858
Government grant BUR K 50 23
Dividend income from financial assets BARERABRRZ
at fair value through profit or loss M EENREBA 68 2
Tax refund for reinvestment BIRERRT 1,265 1,202
Others Hth 690 668
3,018 2,753
Gain g
Gain on disposal of financial assets HERARBLAERERLZ
at fair value through profit or loss M EERN R 1,302 202
4,320 2,955
5. FINANCE COSTS 5. MKER
Group
AEE
2007 2006
—EEtF —ETRF
RMB’000 RMB’000
AR¥ T ARBFIT
Interest on bank advances for SRITANIA IR E R
discounted bills A - 976
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31 December 2007 —ZZE+F+-A=+—H

6. PROFIT BEFORE TAX 6. BRBIANER

AEENBRBATRR AR/ GEA) FIIEIRRETE

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

Group
REME
2007 2006
—EELF ZETER
Notes RMB’000 RMB’000
FiaE AR®T T AREBFIT
Cost of inventories sold BEEFERA 677,200 537,124
Depreciation e 14 23,143 22,227
Recognition of land use rights* i fsh PR RRERR 15 325 307
Research and development costs: 78 R PRSP A -
Amortisation of intangible assets™ AR 17 912 790
Current year expenditure REFEEZH 17,903 16,055
18,815 16,845
Minimum lease payments under operating leases: &K&FA T2 HIEHES :

Buildings BF 1,773 1,317
Auditors’ remuneration AT & 780 855
Employee benefit expense RERAFRZ

(including directors’ remuneration (note 7)): (BREEEME (HiE7)) :

Wages and salaries TERFE 46,525 40,955
Equity-settled share option expense LARRAE S - A0 R AR A P =2 864 405
Retirement costs [EY NN 9 4,327 3,444
Accommodation benefits FEEH 9 1,532 1,763
53,248 46,567
Foreign exchange differences, net*** PE L ZRR - JFER (3,815) 587
Impairment of trade receivables FEWE IR E 20 418 3,095
Write-down of inventories to net realisable value 17 & iR = ] ££37 H(E 2,463 2,792
Impairment losses of intangible assets*** B EREREE 17 4,166 1,335
Fair value (gains)/losses, net: ARE M) EEFE
Financial assets at fair value through BRARERABER
profit or loss XA 294 (857)
Bank interest income RITA S WA (945) (858)
Loss on disposal of items of property, HEME - BE
plant and equipment REEIEE R 1,585 1,392

*

The recognition of land use rights for the year is included in “Administrative

expenses” on the face of the consolidated income statement.

** The amortisation of intangible assets for the year is included in “Other
expenses” on the face of the consolidated income statement.

The foreign exchange differences, net is included in “Other expenses” on

the face of the consolidated income statement.

*** The impairment losses of intangible assets for the year is included in “Other
expenses” on the face of the consolidated income statement.

Dawnrays Pharmaceutical (Holdings) Limited
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7. DIRECTORS’ REMUNERATION

Directors’ remuneration for the year, disclosed pursuant to the Listing Rules and
Section 161 of the Hong Kong Companies Ordinance, is as follows:

B RS ER R =

31 December 2007 —ZTZE+F+—-A=+—8H

EEME

RIS RAR A AEDIE 161 S RBTRNEEHS
0 -

Group

REE
2007 2006
—E2ZLF ZETRF
RMB’000 RMB’000
AR¥T T ARBT T
Fees W 408 368

Other emoluments: EAbZE -

Salaries, allowances and benefits in kind o EMREDHE 2,482 2,429
Employee share option benefits ARG MR IE B R R 178 51
Pension scheme contributions RIREETEIHER 50 52
2,710 2,632
3,118 2,900

During the year, a director was granted share options, in respect of his services
to the Group, under the share option scheme of the Group, further details of
which are set out in note 29 to the financial statements. The fair value of the
options, which has been recognised in the income statement over the vesting
period, was determined as at the date of grant and the amount included
in the financial statements for the current year is included in this directors’
remuneration disclosure.

(@) Independent non-executive directors

The fees paid to independent non-executive directors during the year were

FR - —UEEREAAREREREMREAEERN
FERAE S B R IB AR - BRE — T BER SR
fiaE20 - BREM DA ETIRMBRREBIMRER - 1
REHBMERE - @RI ALFETBRROESMH
SREARA -

(@ BIFBTES

AERBUIFATESNHRESNT

as follows:
2007 2006
—EELF —TTRF
RMB’000 RMB’000
AR¥T AREEF T
Mr. Pan Xue Tian EERLE 111 98
Mr. Lee Cheuk Yin Dannis FERILE 2 98
Mr. Choi Tat Ying Jacky BoE g 111 98
Mr. Sik Siu Kwan [22$:0e 109 -
333 294

There were no other emoluments payable to the independent non-
executive directors during the year (2006: Nil).

AEEWRENBLIFRTESNEMME (=F
NE ) -
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31 December 2007 —ZZE+F+-A=+—H

7. DIRECTORS’ REMUNERATION (continued) 7. EEME (E)

(b) Executive directors and a non-executive director (b) BMITEER—BHFHITES
Salaries,
allowances Employee Pension
and benefits  share option scheme
in kind benefits contributions Total
Fees e BE AR FE S 45 ER€ remuneration
we REMR = HESER FTEIfHR MesE
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AR¥ETFTT ARKETFT ARBEFT AR¥EFT AR¥ETFT
2007
Executive directors: WITES -
Ms. Li Kei Ling FHRLZ+ - 491 - 12 503
Mr. Hung Yung Lai RREIESE A - 491 - 12 503
Mr. Li Tung Ming FREALAE - 491 - 12 503
Mr. Xu Kehan TRERELE
(Resigned on 18 (R=ZTTLF
March 2007) =R+ N\BEE) - 130 6 3 139
Mr. Gao Vi mREE - 879 172 11 1,062
- 2,482 178 50 2,710
Non-executive director: SEITES ¢
Mr. Leung Hong Man RRERLE 75 - - - 75
75 2,482 178 50 2,785
2006
Executive directors: WITES -
Ms. Li Kei Ling FHBRLZ+ - 518 - 12 530
Mr. Hung Yung Lai RREIESE A - 518 - 12 530
Mr. Zhang Jing Xing RRELAE
(Resigned on 9 (R=ZZTTRF
May 2006) A ANBEE) - 183 - 4 187
Mr. Li Tung Ming FREALAE - 518 - 12 530
Mr. Xu Kehan PR EREE - 692 51 12 755
- 2,429 51 52 2,632
Non-executive director: SEITES ¢
Mr. Leung Hong Man RERREE 74 - - - 74
74 2,429 51 52 2,606

FAREEERELRNEREEANSNLH -

There was no arrangement under which a director waived or agreed to waive
any remuneration during the year.

66 Dawnrays Pharmaceutical (Holdings) Limited
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8. FIVE HIGHEST PAID EMPLOYEES 8. EluERSHEE
The five (2006: five) highest paid employees during the year included three FARC(ZTTRF : Afl) ZaHEERRE = (==
(2006: two) directors, details of whose remuneration are set out in note 7 above. TRE ) EF - FREN EXMFET c AT = (=
Details of the remuneration of the remaining two (2006: three) non-director, TERF =) EEZHSFEENFANGTHAOT -

highest paid employees for the year are as follows:

Group
rEE
2007 2006
—EBELF ZEEREF
RMB’000 RMB’000
AR®T ARBFIT
Salaries, allowances and benefits in kind %< - R/ R E W F 1,078 2,308
Employee share option benefits LARRAESZ 1 801 B AR A 44 83
Pension scheme contributions RIS 20 25
1,142 2,416
The number of non-director, highest paid employees whose remuneration fell MeLBN T TIERNNIEEERERETME THAK
within the following bands is as follows: T
Number of employees
EEAH
2007 2006
—EELF —ETREF
Nil to HK$1,000,000 £ 2% 1,000,000 7T 2 3

Annual Report 2007 67
“ETLEER



68

Notes to the Financial Statements

B R R R B RE

31 December 2007 —ZEZE+F+-A=+—H

RETIREMENT BENEFITS AND ACCOMODATION
BENEFITS

In compliance with the Mandatory Provident Fund Schemes Ordinance (the
“MPF Ordinance”), the Company and Dawnrays Pharma (Hong Kong) Limited
have participated in the MPF scheme, a defined contribution scheme managed
by an independent trustee, to provide retirement benefits to its Hong Kong
employees. Contributions to the MPF scheme are made in accordance with the
statutory limits prescribed by the MPF Ordinance.

As stipulated by the People’s Republic of China (the “PRC”) state regulations,
the Mainland China Subsidiaries participate in a defined contribution retirement
scheme. All employees are entitled to an annual pension equal to a fixed
proportion of the average basic salary amount of the geographical area of their
last employment at their retirement date. The Mainland China Subsidiaries are
required to make contributions to the local social security bureau at 20% to
22% (2006: 20% to 22%) of the previous year’s average basic salary amount
of the geographical area where the employees are under employment with the
Mainland China Subsidiaries.

The Group has no obligation for the payment of pension benefits beyond the
annual contributions as set out above.

According to relevant rules and regulations of the PRC, the Mainland China
Subsidiaries and their employees are each required to make contributions to
an accommodation fund at 7% to 10% (2006: 7% to 10%) of the salaries and
wages of the employees which is administered by Public Accumulation Funds
Administration Centre. There is no further obligation on the part of the Group
except for such contributions to the accommodation fund.

As at 31 December 2007, the Group had no significant obligation apart from the
contributions as stated above.

Dawnrays Pharmaceutical (Holdings) Limited
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Notes to the Financial Statements

10. TAX

The major components of income tax expense for the years ended 31
December 2007 and 2006 are:

PR R R

31 December 2007 —ZTZE+F+—-A=+—8H

10. B8

BE—ZZLFR-_ZETRFT_A=+—HILLFEM
S ERARILHOT

Group
AEH
2007 2006
—BLF —TERE
RMB’000 RMB’000
AR®T T ARBFIT
Current income tax TR
Current income tax charge TSRS 10,440 4,368
Adjustments in respect of current EABEFEE MG
income tax of previous years T 153 (262)
Deferred income tax (note 27) RIERIIA (A5t 27) (213) (655)
10,380 3,451

Pursuant to section 6 of the Tax Concessions Law (1999 Revision) of the
Cayman Islands, the Company has obtained an undertaking from the Governor-
in-Council that no law which is enacted in the Cayman Islands imposing any
tax to be levied on profits or income or gain or appreciation shall apply to the
Company or its operations. The undertaking for the Company is for a period of
20 years from 8 October 2002. Accordingly, the Company is not subject to tax.

Pursuant to the International Business Companies Act, 1984 (“IBC Act”) of the
British Virgin Islands, International Business Companies incorporated pursuant
to the IBC Act enjoy a complete exemption from income tax. This includes an
exemption from capital gains tax, and all forms of withholding tax. Accordingly,
Dawnrays International is not subject to tax.

No provision for Hong Kong profits tax has been made as the Group had no
assessable profits arising in Hong Kong during the year (2006: Nil).

According to the Income Tax Law of the PRC, three subsidiaries of the
Company, namely Suzhou Dawnrays Pharmaceutical Co., Ltd. (“Suzhou
Dawnrays Pharmaceutical”), Suzhou Dawnrays Chemical Co., Ltd. (“Suzhou
Dawnrays Chemical”’), and Shanghai Dawnrays Chemical Co., Ltd. (“Shanghai
Dawnrays Chemical”) are exempted from corporate income tax of the PRC for
the two years starting from the first profitable year of operation, after setting off
losses carried forward, and are entitled to a 50% relief from corporate income
tax of the PRC for the following three years.
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Suzhou Dawnrays Pharmaceutical is in its seventh profitable year of operation
in 2007 and therefore its applicable income tax rate should have been 24%.
However, Suzhou Dawnrays Pharmaceutical has obtained tax approval from the
relevant tax authorities as a qualified foreign-owned manufacturing enterprise
engaging in technology-intensive and knowledge-intensive projects (“Double-
intensive Enterprise”). According to PRC tax laws and regulations, Suzhou
Dawnrays Pharmaceutical is subject to corporate income tax of the PRC at a
rate of 15% from 1 January 2003 onwards. Its status as a Double-intensive
Enterprise is subject to periodic reassessment by the relevant PRC government
authorities. Suzhou Dawnrays Pharmaceuticals has also obtained approval as
an Advanced Technology Enterprise which enables it to enjoy 50% deduction
of corporate income tax rate but the rate cannot be less than 10%. Moreover,
the paid-up capital of Suzhou Dawnrays Pharmaceutical was increased by
US$15,000,000 from US$10,000,000 to US$25,000,000 in 2004. According
to PRC tax laws and regulations, taxable profit generated in the first two years
and the three years thereafter from the aforesaid additional capital are exempted
from corporate income tax and taxed at a 50% reduced rate respectively.

Shanghai Dawnrays Chemical is in its sixth profitable year of operation, based on
its statutory financial report. It is subject to corporate income tax of the PRC at
a rate of 24% and local corporate income tax at a rate of 3% in 2007.

Suzhou Dawnrays Chemical is in its third profitable year of operation, based on
its statutory financial report. It is subject to corporate income tax in the PRC at a
rate of 12% in 2007.

A reconciliation between tax expense and the product of accounting profit
multiplied by the PRC’s domestic tax rate for the years ended 31 December
2007 and 2006 is as follows:

HMNRIRREN — ST+ FAE L ERFFE - A
HRAEREARER24% o R + ) RInR SR TE
ARUBEMEE - MHTEAEEOEEEINTR
B (MERERME])  WESHEBRBEEELE
B EE - BIEREABERRG - FHMNFRIHREHR T
T=F— A —HER15% M EHMNR AR EMEH -
[MERERME ]| HRERLEHEBTERNEREH
B o BMNRIRRETERE AR ERMRSE - 1§
i AT R 5 50% By A B (b 2 Fr S8t - BEBEDBER
10% ° B » BRI R BN ERAR ST FHE
% 15,000,000 7T + F 10,000,000 3 JT 14 = 25,000,000
ETC o IREBPBEBE KRR - ka8 E E A 8 FE R B s
MR EMFERERBECEMSE - URNEBR=FER
R 50% XK o

LRI TARBORE M5 5 3R AT = A5 7 (B A
FE - WR-BZTLFR24%BERHRTBEDEMRSH
R 4% 3% Bt R B T 1 EFTSH o

FRM R I (b TARBORE B 75 5 3R IR T & A58 = (@& A
FE - WR BT FRI12% R BB EPTSH

BE_ZTLFR_ZERNF+_A=+—"HLFEHR
A RS THRN I AT B A B R FEAR AT

Accounting profit before income tax

At the PRC'’s statutory income tax rate of 33%
(2006: 33%)

Tax effect of profits entitled to tax concession

Adjustments in respect of current income tax of
previous years

Expenses not deductible for tax

Others

At the effective income tax rate of 9.31%
(2006: 4.98%)

Group
TEE
2006
ZETRF
RMB’000
ARETFTT
BRPTSH AT & 5t A 69,329
R BUAE TSR & 33%

(ZTZTRF : 33%) 22,879
A ZEBIERE RN BB E (19,404)
ERBTFEEHMER2

HE (262)
TRHNF 2 2 238
Hith -
REBRFTSHIHE9.31%

(ZZZRF 1 4.98%) 3,451
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12.

13.

Notes to the Financial Statements

PROFIT ATTRIBUTABLE TO EQUITY HOLDERS OF
THE PARENT

The consolidated profit attributable to equity holders of the parent for the
year ended 31 December 2007 includes a profit of RMB27,861,000 (2006:
RMB95,304,000) which has been dealt with in the financial statements of the
Company (note 30(b)).

31 December 2007

PR R R

—FTLF A=A

1. B RFEEFEARLER

BE_ZTEF+_A=1+—

B IEARFEE R A

BEAREEHRFFTREARAMBHRENETIARE
27,861,000 7T (=T Z/~F: AR¥95,304,0007T) (KizE

30(b)) °

DIVIDENDS 12. KE
Company
PN
2007 2006
—ZTtHF ZETREF
RMB’000 RMB’000
AR¥T T AREBFIT
Equity dividends on ordinary shares: LERARE.
Interim dividend — HK$0.015 FHEIRRE  0.01547T
(2006: HK$0.015) (ZZZRF : 0.015%7T) 11,804 12,422
Proposed final dividend — HK$0.038 ¥ORARHAAR S © 0.038 T
(2006: HK$0.017) (ZZTRF : 0017%T) 28,224 13,654

The proposed final dividend for the year is subject to the approval of the
Company’s shareholders at the forthcoming Annual General Meeting.

EARNINGS PER SHARE

Basic earnings per share amounts are calculated by dividing the profit for the
year attributable to ordinary equity holders of the parent by the weighted average
number of ordinary shares outstanding during the year. Diluted earnings per
share amounts are calculated by dividing the profit for the year attributable
to ordinary equity holders of the parent by the weighted average number of
ordinary shares outstanding during the year plus the weighted average number
of ordinary shares that would have been issued on the deemed conversion of all
the dilutive potential ordinary shares into ordinary shares.

The following reflects the income and share data used in the basic and diluted
earnings per share calculations:

BURERRPR BB HARBBERNBRBF NGB o

13. SREF|

BREABFNEZZEAFEBRESHEARGAFE
e MR AR F N B B AT AR 2 hn S A B BT

H - ERERANZEER

A E BB ARS

REFFE MR AR FEABR BT E R 2 N FH
B RN ERTsE RS AEEER M T AR M ETE

B2 TR -

T BRI ESRERBT
KBt B -

KREEBRBRAN A

2007 2006
ZETLEF —TTRE
RMB’000 RMB’000
AR¥T T AREETT
Earnings B
Profit attributable to ordinary equity BARERRERFEA
holders of the parent FE(EE 101,072 65,781
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31 December 2007 —ZEZE+F+-A=+—H

13. EARNINGS PER SHARE (continued)

13. BRBF (&)

Number of Shares

ROHE
2007 2006
—EBELHE —TTRF
Thousands Thousands
4z iz
Shares ;&
Weighted average number of RETEEREREF 2
ordinary shares used in the basic InAE g B AR AR EK
earnings per share calculation 802,039 799,648
Effect of dilution — Weighted average BH 2 — g TS mRARE
number of ordinary shares:
Share options FE RS 4,523 4,409
Weighted average number of ordinary BT EFENRARE Y
shares adjusted for the effect of It 9 T B AR AR 2K
dilution 806,562 804,057

Dawnrays Pharmaceutical (Holdings) Limited
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14. PROPERTY, PLANT AND EQUIPMENT

Notes to the Financial Statements

31 December 2007

14. Y% - BMERRME

PR R R

—FTLF A=A

Group
AEE
Machinery
and other
equipment Office Motor
Buildings HEER equipment vehicles Total
ZgF Hibg WARHRE RE Fak:c]
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AREEF T ARETT ARETTT AREETTT AREETF T
Cost: B :
As at 1 January 2006 R-ZETE—A—A8 89,094 170,254 7,651 8,568 275,567
Additions RE = 11,383 763 2,002 14,148
Transferred from construction R TIRE
in progress (note 16) (Ff=E16) 6,623 19,838 - - 26,461
Disposals e - (2,647) @87) (791) (3,525)
As at 31 December 2006 and R-BEXREF
1 January 2007 +=A=+-—H
R-ZTtHF
—A—H 95,717 198,828 8,327 9,779 312,651
Additions RE 45 3,794 825 741 5,405
Acquisition of a subsidiary IR BB B A R - - 43 - 43
Transferred from construction TR T RREE R
in progress (note 16) (PfzE16) 315 1,375 = = 1,690
Disposals HE - (3,709) (1,208) @73) (5,190)
As at 31 December 2007 R-ZEZtF
+=A=+—8 96,077 200,288 7,987 10,247 314,599
Accumulated depreciation: R
As at 1 January 2006 R-EEXF—HA—H 10,506 34,473 3,522 3,139 51,640
Provided for the year FNEE 4,228 15,110 1,200 1,689 22,227
Disposals HE - (1,594) (75) (288) (1,957)
As at 31 December 2006 and R-ZZEEXRE
1 January 2007 +=A=+—H
R=ZZTtHF
== 14,734 47,989 4,647 4,540 71,910
Provided for the year FRNEAE 4,374 16,001 1,095 1,673 23,143
Acquisition of a subsidiary U BE BT B A 7 - - 11 - 11
Disposals HE - (2,155) (1,082) (245) (3,482)
As at 31 December 2007 R-ZEZtF
+=A=+—8 19,108 61,835 4,671 5,968 91,582
Net book value: BREFEE :
As at 31 December 2007 R-ZZLF
+=A=+—H 76,969 138,453 3,316 4,279 223,017
As at 31 December 2006 R-ZZBBXRE
R=HI=SE=E 80,983 150,839 3,680 5,239 240,741
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14. PROPERTY, PLANT AND EQUIPMENT (continued) 14. Y% - BERZE (E)

Company
AT
Office
Equipment
WAERE
RMB’000
AREETTT
Cost: B :
As at 1 January 2006 R=ZTZF—HA—H 737
Exchange realignment B TR (25)
As at 31 December 2006 and R=BBARF+=-A=+—H
1 January 2007 and kR=—2ZtH&—HF—H
31 December 2007 kR=—Z2ZtF+=A=+—H 712
Accumulated depreciation: RiHTE
As at 1 January 2006 RZZETF—HA—H 382
Provided for the year FANEE 202
As at 31 December 2006 and REZBBRF+ZA=+—H
1 January 2007 E—ZEZ2+tF—H—H 584
Provided for the year FARAE 52
As at 31 December 2007 R=—BZtF+=-A=+—H 636
Net book value: BRIEEE :
As at 31 December 2007 R-BZ2LF+=HA=+—H 76
As at 31 December 2006 R=-BEXRF+=-A=+—H 153

15.

LAND USE RIGHTS AND PREPAYMENTS

15. T fF AR B

The Group’s land use rights represent prepaid land lease payments under

AEEZ T3 ERREEREEROAN 2 L BERR

operating leases and their carrying amounts are analysed as follows: HEEEEDHTIT :
Group
EE
2007 2006
—EELF —ETREF
RMB’000 RMB’000
ARBTT ARBFIT
Carrying amount at 1 January R—A—RAERHEE 13,204 13,511
Additions NE 10,346 =
Recognised during the year FRMER (325) (307)
Carrying amount at 31 December R+=A=+—HEEE 23,225 13,204

The land use rights of the Group are situated in Mainland China and are held AREEEA 2 b AR A BURRE Nr 37 h BAFE 4055
under medium lease terms. B

R-ETLF+-_A=+—0 AEEZAFZ LM
2 TinfE FAE AR 26,072,000 - ZLifFAZEZED
EETTHR - ZEMBFUATEM R °

As at 31 December 2007, the Group had paid RMB 26,072,000 for the land use
right of another piece of land. The land use right certificate application was still in
progress. The payments were accounted for as prepayments.
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B RS ER R =

—PELEF-A=t—A

16. CONSTRUCTION IN PROGRESS 16. EEZIR2
Group
AEE
2007 2006
—EELF ZETREF
RMB’000 RMB’000
AR®T T AREET T
As at 1 January H—A—H 869 19,561
Additions NE 11,317 7,813
Transferred to property, EAYE  BE
plant and equipment (note 14) PEACIEREY (1,690) (26,461)
Transferred to inventories EHHTE - (44)
As at 31 December R+=—A=+-—~H 10,496 869
INTANGIBLE ASSETS 17. B EE
Deferred development costs EFE A
Group
AEE
2007 2006
“ZTtf ZEERE
Deferred Deferred
Development Development
Cost Others Total Cost Others Total
BERB A Hitr Fot BRI A Hith ot
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AR¥T T NS AR%T T ARBFT ARBFT AREFT
Cost: A
As at 1 January ®—A—A 19,620 - 19,620 17,171 - 17,171
Additions e 3,760 - 3,760 2,449 - 2,449
Acquisition of a subsidiary IeEEHTB AR - 588 588 = = =
As at 31 December ®+-A=+—~H 23,380 588 23,968 19,620 = 19,620
Accumulated amortisation R BEREE
and impairment:
As at 1 January R—A—H 4,258 - 4,258 2,133 - 2,133
Amortisation FREH
provided for the year 912 - 912 790 - 790
Impairment losses REBE 4,166 - 4,166 1,335 - 1,335
As at 31 December R+=A=t+-AH 9,336 - 9,336 4,258 - 4,258
Net book value: BESE:
As at 31 December R+=A=t+—-AH 14,044 588 14,632 15,362 - 15,362
As at 1 January R—A—H 15,263 - 15,362 15,038 - 15,038
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18. INTERESTS IN SUBSIDIARIES 18. RKIB A AR
Company
AAT
2007 2006
A =
RMB’000 RMB’000
AR¥T ARBT T
Unlisted shares, at cost FEETRRD - RAKA 88,166 94,635
Amounts due from subsidiaries FEUH B A R FE 200,647 246,607
288,813 341,242
The amounts due from subsidiaries of RMB200,647,000 (2006: PS8 2 R 5B A R 200,647,000 0 (=B 755 A

R 246,607,000 7T.) A E M &R o 8 AR £
T REEBRBEREERSRAGKEEER - BEE
RERE - WHE AR

RMB246,607,000) are non-interest bearing which, although technically are
repayable under the original terms of the transactions giving rise thereto, have
been deferred for a longer term and are therefore classified as non-current.
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18.INTERESTS IN SUBSIDIARIES (continued)

Notes to the Financial Statements

31 December 2007

18. R E A R AV (4

B RS ER R =

—FTLF A=A

Particulars of the subsidiaries are as follows: WEARFENT
Place of Percentage
incorporation/ Nominal value of equity
registration of issued share/ attributable to
and operations paid-up capital the Company Principal
Name HEMR BT RATE activities
AR EHE R AR S 4t B ERRKRA REBDLE FEEK
Directly held
BEERFE
Dawnrays British Us$100 100% Investment
International Virgin Islands holding
Company Limited
RinBERAR AT KBRS 1003E7T REER
Dawnrays Hong Kong = 100% Investment
International holding
Company Limited
Rin BN ARAR B - REER
Indirectly held
BEFE
Suzhou Dawnrays Mainland China US$31,333,091 100% Manufacture
Pharmaceutical and sale of
Co., Ltd. * pharmaceutical
products
BN SRR A A ¢ B AR 31,333,091 %&7T BUENIHER
BEEEm
Shanghai Dawnrays Mainland China US$680,000 92% Manufacture
Chemical and sale of
Co., Ltd. * pharmaceutical
intermediates
BRI ETARAR B AR 680,000 37T BUENIHER
ZErhfEgg

Annual Report 2007 77
“ETLEER



Notes to the Financial Statements

B R R R B RE

31 December 2007 —ZEZE+F+-A=+—H

18. INTERESTS IN SUBSIDIARIES (continued) 18. R B A AR (4])

78

Particulars of the subsidiaries are as follows: MEARFBNAT

Place of Percentage

incorporation/ Nominal value of equity

registration of issued share/ attributable to
and operations paid-up capital the Company Principal
Name EmRZ 2817/ RATE activities
REEB FEMR R 1ef 8 S b B ERRRA REFDL FTEEK
Suzhou Dawnrays Mainland China US$6,000,000 100% Manufacture
Chemical and sale of
Co., Ltd. * pharmaceutical
intermediates
BN E TRBR AR rh B A fE 6,000,000 7T BUERIHEE
ZErhfElee
Dawnrays Pharma Hong Kong HK$500,000 100% Sale of
(Hong Kong) pharmaceutical
Limited products
Rink%(B8)ER AT B 500,000 77T HEBHEM
Guangdong Dawnrays Mainland China RMB3,000,000 100% Sale of
Pharmaceutical pharmaceutical
Co., Ltd. * products
BRI EERR AR AR B R RE AR¥ 3,000,000 7T HEBSEM
Dawnrays (Nantong) Mainland China US$10,000,000 100% Manufacture
Pharmaceutical and sale of
Science and Technology pharmaceutical
Co., Ltd. * intermediates
Rim (i) B AR AR rh B A fE 10,000,000 % 7T BUERIHEE
ZErhfElae

L/ These subsidiaries were registered under the PRC law as foreign-owned

enterprises.

Dawnrays Pharmaceutical (Holdings) Limited
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19. INVENTORIES 19. B&
Group
REH
2007 2006
—EELF ZEERF
RMB’000 RMB’000
AR®T T AREBFIT
Raw materials R
— at cost — 1R 19,425 16,868
— provision — e (218) (607)
Work in progress pet
— at cost — 1R 92,356 94,886
— provision — Rt (4,772) (3,454)
Finished goods B 0
— at cost — 1R 19,178 26,904
— provision — B (1,534) =
124,435 134,597
=z HE 45 Eh
20. TRADE AND NOTES RECEIVABLES 20. BUE S RREBREA
Group
EH
2007 2006
—EBBLF —EER
RMB’000 RMB’000
ARBTR AR¥ETFTT
Trade receivables FEWE 57108 146,448 141,885
Impairment A (3,361) (2,976)
143,087 138,909
Notes receivables FEWEETRIE 198,083 149,983
341,170 288,892
The Group’s trading terms with its customers are mainly on credit, except for BREEE—REBEHZIEIN  AEEBTEBiREEHFHE
new customers, where payment in advance is normally required. The credit EEXS - MXBXEEEH—KRABH=@EA - HuR
period is generally for a period of three months for major customers. Each EPHEERSEERE AEEZEEREKEEER
customer has a maximum credit limit. The Group seeks to maintain strict control RIE - WHREEEEESMAERKEEERERE R -
over its outstanding receivables and has a credit control department to minimise S EEEEe EHmi MBI R - BN LRI E AR
credit risk. Overdue balances are reviewed regularly by senior management. In BAEENEWESZBERAETRRE @ At H#E
view of the aforementioned and the fact that the Group’s trade receivables relate SEETHNEERK - BWE S REBERIBTEHE

to a large number of diversified customers, there is no significant concentration
of credit risk. Trade and notes receivables are non-interest-bearing.
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20. TRADE AND NOTES RECEIVABLES (continued) 20. EREZ RFEERE(F)

An aged analysis of the trade and notes receivables as at the balance sheet REZHHG RNREGRZ  REFENRKESRE
BHRIEORR DT T -

date, based on the invoice date and net of provisions, is as follows:

Group
EE
2007 2006
—EBELF ZETRF
RMB’000 RMB’000
AR®T T ARMETTT
Trade receivables FEWE 5 5/IB
Outstanding balances with ages: RARERE 5 Y B R ERFE -
Within 90 days 90 B 136,506 125,632
Between 91 and 180 days 91 E 180 H 5,463 11,035
Between 181 and 270 days 181270 H 1,002 1,863
Between 271 and 360 days 271 £ 360 H 67 145
Over one year —FE 49 334
143,087 138,909
Notes receivables FEN IR IE
Outstanding balances with ages: TRARER B H 18 R BREE -
Within 90 days 90BR 114,721 87,035
Between 91 and 180 days 91%180H 83,362 62,948
198,083 149,983
The movements in provision for impairment of trade receivables are as follows: FEWEE B SIBARRERESEF T ¢
Group
rEE
2007 2006
—EELF A=
RMB’000 RMB’000
AR¥T T AREBFIT
At 1 January n—HA—H (2,976) -
Impairment losses recognised BRI EE R (418) (3,095)
Amount written off as uncollectible EMiE I E &5 33 119
At 31 December R+=A=+—H (3,361) (2,976)

FiERESRENREREDREREERARE
3,361,0007T(ZZZ /54« AR2,976,0007T)KI{ERIE
REREKE S RIER - ZZEBIERERKE 5HKIE
HEBAMBERSRE 2 P A - AEB WA ZFER
58 E AR KB A S B N5R 15

The above provision for impairment of trade receivables is provided for
individually impaired trade receivables with an aggregated carrying amount
of RMB3,361,000 (2006: RMB2,976,000). The individually impaired trade
receivables relate to customers with financial difficulties. The Group does not
hold any collateral or other credit enhancements over these balances.
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20. TRADE AND NOTES RECEIVABLES (continued) 20. FEH&%%EZE‘%E*&(IE(F)
The aged analysis of the trade receivables that are not considered to be impaired RAEIEFENERE HFIBREAMTAT
is as follows:
Group
AEE
2007 2006
—EELF ZETREF
RMB’000 RMB’000
AR®T T AREET T
Neither past due nor impaired REHE R ERE 136,506 125,532
Less than three month past due BEALR3EA 5,463 11,035
Over three months past due BHASE A LA E 1,118 2,342
143,087 138,909
Receivables that were neither past due nor impaired relate to a large number of IR 380 B K7 N 4 S B B FE WG IE T B oK = i HA A 4 08 A9
diversified customers for whom there was no recent history of default. FPRZEEEER -
Receivables that were past due but not impaired relate to a number of 760 HA{B 7 4 ek (B |0 FE YRR TE Jh B %% 7 BA N SR B 3 R 4T
independent customers that have a good track record with the Group. Based FRELHENBYEFAR ERAUELR  KAFES
on past experience, the directors of the Company are of the opinion that no REBERZSERELRERE BAEEEETE
provision for impairment is necessary in respect of these balances as there HINEAEE  MAEBERNER AR 2EKE - K&
has not been a significant change in credit quality and the balances are stil B ES XS A M K E R B E M EE N
considered fully recoverable. The Group does not hold any collateral or other RIEHE ©

credit enhancements over these balances.

21. PREPAYMENTS, DEPOSITS AND OTHER 21. AR - BERHEMEWRRIE
RECEIVABLES
Group Company
rEE PN
2007 2006 2007 2006
—EELHF ZETRF —EELHF A3
RMB’000 RMB’000 RMB’000 RMB’000

AR®T T ARETT ARMT T ARETT

Prepayments SEIRE 3,082 9,662 155 413
Deposits and other receivables B R E A EYTRIE 2,670 6,367 268 =
5,752 16,029 423 413
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22. FINANCIAL ASSETS AT FAIR VALUE THROUGH 22 BARBELRAEBERZEMEE
PROFIT OR LOSS
Group Company
REM AAH
2007 2006 2007 2006
—EBLE —ETAF —BBtF —ETAE
RMB’000 RMB’000 RMB’000 RMB’000
ARBTR AREBTT ARMEF T ARBFT

Listed equity investments, ETRERE -
at market value: R :
Hong Kong O 4,888

3,965 4,888 3,965

The above equity investments at 31 December 2006 and 2007 were classified

REBBFR_ETLF+_A=+—H " LERE
gy

as held for trading. BENBERANUR S A B NMEARRE -
23. CASH AND CASH EQUIVALENTS 23. HEREELZEEY
Group Company
AEME NN
2007 2006 2007 2006
—EELF ZEEREF —EELF ZETREF
RMB’000 RMB’000 RMB’000 RMB’000
AR¥T R AREETF T AR®T AREETTT
Cash and bank balances R RRITHET 48,205 41,446 2,772 2,347
Short term deposits REER 28,638 2,577 28,319 2,577
Cash and cash equivalents ReRReEEY 76,843 44,023 31,091 4,924

At the balance sheet date, the cash and bank balances and short term deposits
of the Group denominated in RMB amounted to RMB44,943,000 (2006:
RMB38,637,000). The RMB is not freely convertible into other currencies,
however, under Mainland China’s Foreign Exchange Control Regulations
and Administration of Settlement, Sale and Payment of Foreign Exchange
Regulations, the Group is permitted to exchange RMB for other currencies
through banks authorised to conduct foreign exchange business.

Cash at banks earns interest at floating rates based on daily bank deposit rates.
Short term time deposits are made for varying periods of between one day and
three months depending on the immediate cash requirements of the Group,
and earn interest at the respective short term time deposit rates. The bank
balances and pledged deposits are deposited with creditworthy banks with no
recent history of default. The carrying amounts of the cash and cash equivalents
approximate to their fair values.

Dawnrays Pharmaceutical (Holdings) Limited

RInH (ER)BRAF

REHER  AEEUARBIENRE RIBTEFTEE
G REEARE 4494300070 (ZETAF : AR
38,637,0007T) - ARMBU NI ARKRARMER - A
i ARIRR B KBEINE B BISER RAEE - SEEMNEE
AR AEERESBEFETINEEBNRTIEA
REHBAEMEEE -

RITIF KA SR IRE BT R R ERER - BEIE T
FHERAF—HE=EATE BFAKENRSF R
7€ » I LAKEFE B0 55 B T BR A SR R BRER A 8. » $R1TAS
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24. TRADE AND NOTES PAYABLES

An aged analysis of the trade and notes payables as at the balance sheet date,
based on the invoice date, is as follows:

31 December 2007

24, BEHEZREBFE

B RS ER R =

—FTLF A=A

BRZAME  REERNENE S RENEERFRR

RO

Group

REH
2007 2006
—E2BLF —ETREF
RMB’000 RMB’000
AR®T T AREBFIT

Outstanding balances with ages: RIRERE 5 A H KBRS

Within 90 days 90 B 148,974 120,697
Between 91 and 180 days 91 % 180H 97,844 79,111
Between 181 and 270 days 181 £ 270H 213 1,032
Between 271 and 360 days 271&E 360 H 130 98
Over one year —F Lk 246 304
247,407 201,242

Trade payables are non-interest-bearing and are normally settled on 90-day
terms. The carrying amounts of the trade and notes payables approximate to

their fair values.

25. BANK ADVANCES FOR DISCOUNTED BILLS

BN RIBIDAEFE R —RIZN A+ BB - B
B 5 hEEFAZ RAERE A TEERS -

25. RITRBRBER

Group

REH
2007 2006
Effective —EELF ZEEREF
interest rate (%) Maturity RMB’000 RMB’000
BERAIZE (%) ZHA AR¥TR ARBFIT

Bank advances for Upon expiry
discounted bills 2.04% to 3.48% of the bills

SRITREIRFIR IS i Eallutes - 25,351
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26. OTHER PAYABLES AND ACCRUALS 26. HitER R K ETEE
Group Company
FEE AR
2007 2006 2007 2006
—BBLE =t L s et 1 3 Sy
RMB’000 RMB’000 RMB’000 RMB’000

AR¥TT ARKETIT ARET T ARETT

Advances from customers FEUBRFK 1,470 1,418 - =
Accruals JBRrEE 4,165 3,977 1,165 1,236
Taxes other than corporate BRISZEFTIS BN

income tax KFIE 8,306 1,660 - =
Payable for purchases of machinery — #i&1#eS KA FELE

and construction of buildings RIS IR 2,471 7,675 - =
Other payables H b ek 6,431 2,755 - 26

22,843 17,485 1,165 1,262

Other payables are non-interest-bearing and have an average settlement H b ER R T AT R B R g5 E B aE S -

term of six months. The carrying amounts of the other payables and accruals
approximate to their fair values.

27. DEFERRED TAX 27. IR E
The movement in deferred tax assets during the year are as follows: FRRERIBEEZ ST -
Amortisations Provisions Total
iy BiE AR
RMB’000 RMB’000 RMB’000
ARBFIT AREBFIT AREBFIT
As at 1 January 2006 RZZEZRF—H—H - - -
Deferred tax credited FAR
to the income statement FMERFERZ
during the year (note 10) IRIERE (B 10) 57 598 655
Deferred tax assets RZBEERF+A=1+—AH
As at 31 December 2006 k=TT +F—A—H
and 1 January 2007 ZIRIERI TR A R 57 598 655

Deferred tax (charged)/credited to the FRRFIER (kR),Ee2

income statement during the year (note 10) ~ JEZER{IE (Fif3E 10) (29) 242 213
Deferred tax assets RIZTt+F+—A=+—HZ
As at 31 December 2007 EERIBEE 28 840 868
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28. SHARE CAPITAL 28. [RA
Shares B% 12
2007 2006
—EELHF ZETREF
HK’000 HK’000
TET FAT
Authorised: JETE ¢
10,000,000,000 (2006: 10,000,000,000) BARE(E 0.1 B TTHY & A% 10,000,000,000 A%
ordinary shares of HK$0.1 each (ZZZ 754 : 10,000,000,000 f%) 1,000,000 1,000,000
Issued and fully paid: BETRHR
798,172,000 (2006: 799,140,000,000) FREEO0.1 B TR EBA 793,172,000 A&
ordinary shares of HK$0.1 each (ZZTZ /R4 £ 799,140,000 0% ) 79,317 79,914
Equivalent to RMB’000 FEARETT 84,241 84,791

During the year, 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 Company repurchased 11,084,000 shares on The Stock Exchange of Hong
Kong Limited at an aggregate consideration of HK$8,209,360 before expenses.
The repurchased shares were subsequently cancelled. The nominal value of
the cancelled shares was transferred to the capital redemption reserve and the
premium payable on the repurchase was charged against the share premium

account. The repurchases were effected by the directors for the enhancement

of the shareholder value in the long term.

RAEER + 5,116,000 IIRIBEA L R B AR 8 2 FR it
EETTEE - EUt - 5,116,000 REREAEE T =2 BB
e FZ SRR TEmET -

AAREEEH AR ZMARAF IR 11,084,000 A<
RARD - B ERARIAEMR(ER 8,209,360 T ° LA LK
REBOREREH - SR EEN SR ERIE
N [0 8 1 R TR B [ A A B S A B (B B iR A BRI R (B
ik - EEMBEROHZARSERTERE
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The Company operates a share option scheme (the “Scheme”) for the purpose
of providing incentives and rewards to eligible participants who contribute to the
success of the Group’s operations. Eligible participants of the Scheme include
the Company’s directors, independent non-executive directors, employees
of the Group and other eligible participants as defined under the Scheme.
The Scheme was adopted on 21 June 2003, unless otherwise cancelled or
amended, will remain in force for 10 years from that date.

The maximum number of shares currently permitted to be issued upon the
exercise of options under the Scheme is an amount equivalent to 10% of the
shares of the Company in issue upon listing. The maximum number of shares
issuable under share options to each eligible person in the Scheme within any
12-month period is limited to 1% of the shares of the Company in issue at
any time. Any further grant of share options in excess of this limit is subject to
shareholders’ approval in a general meeting.

Share options granted to a director, chief executive or substantial shareholder of
the Company, or to any of their associates, are subject to approval in advance
by the independent non-executive directors. In addition, any share options
granted to a substantial shareholder or an independent non-executive director
of the Company, or to any of their associates, in excess of 0.1% of the shares
of the Company in issue at any time or with an aggregate value (based on the
closing price of the Company’s shares at the date of grant) in excess of HK$5
million, within any 12-month period, are subject to shareholders’ approval in
advance in a general meeting.

The offer of a grant of share options may be accepted within 21 days from
the date of offer, upon payment of a nominal consideration of HK$10 by each
grantee with no other consideration being payable by the grantee. An option
may be exercised in accordance with the terms of the Scheme at any time
during a period commencing on such date on or after the date on which the
option is granted as the Board may determine in granting the option and expiring
at the close of business on such date as the Board may determine in granting
the option but in any event shall not exceed ten years from the date of grant.

The exercise price of share options is determined by the directors, but may not
be less than the higher of () the Stock Exchange closing price of the Company’s
shares on the date of offer of the share options; and (ji) the average Stock
Exchange closing price of the Company’s shares for the five trading days
immediately preceding the date of offer, provided that the exercise price shall not
be less than the nominal value of the ordinary shares of the Company.

Share options do not confer rights on the holders to dividends or to vote at
shareholders’ meetings.

AARRBRERETE (T5HE))  EEREAKEE
B BRI & B8 2 B E R a0 ) 2 22 - 5 &)
MEERSEEREARAES  BUFRNTES A
SEEBLFERENEMISERDEE - FER_F
FoFRA-T—BER BRIERTTHEKER] - 51
% B R T RREAR

B Al REFHBITTERBREN A TRITNEERNDEE
RSN ERETERRAEARR AR LTS BTRM A
10% ° FEEM12EABEAR T ENESLEEKRSHE
FHRBRENT TRTRSROBE - UARFREMR
BRME BTN 1% /R - FLE— SR IBBRILREDN
BERHE - RERRA S LERRALAE -

RYARAES BN EBERRREEE IR E
AR R SR BUS B IEITE B © ILSh - WRMER
12EAPER T ARAEERRIBILIFRTERHRK
SRR W E B REBRRA QR NEFFRND
FITRMI0.1% @ HERERENRE(REBEAR T
REERHER ) B im0 (4851 &) #87815,000,00078 7T » RIZA
FRERRAE ERISBERILAE -

BT RBEEER RN R AR 21 B REER - &
BRAZMBERESBASNEMRE AN 10ET
MEBARE - mEFSERLBREZ BRERME
EMAPEEEESARIBRERETN AR LR
B R A5 RS LE - RTBERS (B A N SEB AR H B HIE
A ) ARERAET BV R T R R AR o

BRENTEERESERE - ETNFERATRENEK
BE (AR RO B S B S AT AT IRA 1
ME  RAABTRMPNEER L A HFAERS B
RFFTERE I RTE - ETEETNSLIRAREER
PREEE

BREYEE THEATZEREINBRAS LEFE
HRER o
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29. SHARE OPTION SCHEME (continued) 29. B fECTEI (&)
The following share options were outstanding under the Scheme during the AR Bizat IR FE R TR BB IE -
year:
2007 2006
—ETLF ZETRF
Weighted Weighted
average average
exercise price Number exercise price Number
15 of options HNHEFS of options
1TEE IBRERE 1T1E(E fERREEE
HK$ ’000 HK$ 000
BT BT
per share per share
=23 =1
At 1 January Rn—A—H 0.587 22,500 0.587 22,500
Granted during the year FABRH 0.723 9,600 = =
Exercised during the year FABLTE 0.580 (5,116) = =
Expired during the year FABEIH 0.615 (2,304) = =
At 31 December R+=—A=+—H 0.639 24,680 0.587 22,500
The weighted average share price at the date of exercise for share options FR - BITENBRERTTE B A IN#EF % (E 5 0.821
exercised during the year was HK$0.821 (2006: HK$0.710). B (ZZZRF  0.71047T) ©
The exercise prices and exercise periods of the share options outstanding as at REEB » RITERBRETEERITESRRET -

that balance sheet date are as follows:

2007 —EELF
Number of options Exercise price * Exercise period
BREHE 1TEE> 1TEEHAR
’000 HK$ per share
BT 57114
2,500 0.630 17-11-2005 to 16-11-2010
12,180 0.580 28-12-2005 to 27-12-2010
400 0.500 05-05-2006 to 04-05-2009
800 0.720 01-09-2007 to 31-08-2012
7,500 0.710 04-04-2008 to 03-04-2013
1,300 0.800 10-07-2008 to 09-07-2013

24,680
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29. SHARE OPTION SCHEME (continued) 29. BBARAELTEI(E)

2006 —EE

Al
Al

Number of options Exercise price * Exercise period

BREHE 1TfEME> 1TEHAR

’000 HK$ per share

T Bk

4,100 0.630 17-11-2005 to 16-11-2010

18,000 0.580 28-12-2005 to 27-12-2010

400 0.500 05-05-2006 to 04-05-2009
22,500

Y ETHRR B TR AR ERA R M AU
T - ABAENTEERTIARE -

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

The fair value of the share options granted during the year was HK$1,617,200 FREREEBRENAAEA1,617,2008 T (ZFTFR

88

(20086: Nil.

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:

F )

BRYUBRASEENERENRARETDRE TERESR R
AN e — S BT EEA T WEZBE TRERE
AR B o ENA ARR RN RERAFE
BE - BRBEAFSIERD R TEERE - TXF
HZEA B AZE -

Date of grant FH A 17/11/2004 28/12/2004 5/5/2006 10/1/2007  4/4/2007 10/7/2007
Dividend yield (%) % 8.2 (%) 6.94 7.53 8.92 6.05 5.87 5.14
Expected volatility (%) T8 AR 1 (%) 47 46 47 43 43 43
Historical volatility (%) B IE (%) 47 46 47 43 43 43
Risk-free interest rate (%) R BRI K (%) 2.76 2.91 2.90 3.70 4.05 4.63
Expected life of option (year) FEAR TR T AR () 6 6 4 6 6 6
Weighted average share price (HK$)  IEFH RO ER (Bx) 0.78 0.78 0.78 0.78 0.78 0.78

The expected life of the options is based on the historical data over the past
five 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.
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30.

Notes to the Financial Statements

SHARE OPTION SCHEME (continued)

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

At the balance sheet date, the Company had 24,680,000 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 24,680,000 additional ordinary shares of the Company, additional
share capital of HK$2,468,000 and share premium of HK$13,312,400 (before
share issue expenses).

RESERVES
(@) Group

The amounts of the Group’s reserves and the movements therein for the
current and prior years are presented in the consolidated statement of
changes in equity on pages 38 to 39 of the financial statements.

(i)  Contributed surplus

The contributed 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 as
set out in note 1, over the nominal value of the Company’s shares
issued in exchange therefore.

(i) 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 the 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.

(i)  Exchange fluctuation reserve
The exchange fluctuation reserve is used to record exchange

differences arising from the translation of the financial statements of
foreign subsidiaries.

PR R R

—FTLF A=A

31 December 2007

29. fEMRAERT & (&)

R

ANFS

R TREENFEIARAENTEZS -

REHE B - AR RIIBIRFTEI%E A 24,680,000 17 8 A # 4
KITE - BERNE BARRREEITRNAIZ% - RIEALA
AR EAREE  BEITEH TERESSIHAQH
%51724,680,000 iR FHINE BAR - 2,468,000 B TTHIREIMNK
A PA R B (8 13,312,400 78 7T (REHAR A 31T °

30. %

(@)

REE

AEERENANFEIBEFENSERESHDH
MBI T53RRF 38 AE 9 AMAHHERZERA -

(i

(i)

BABER

AEBNBABBEEREN 1 AHNEERE
ARTIKEB T A RS A REEEARE
RERERA RN ETHAR R RO EENE
2 o

BEFBEARERFENBARNARERE -
FENBARSEARTEAARSEL - &
HBBRFIN 10% PEEEEBHBAES - B
BEERBARSED AN B L AZEMER
#) 50% ° FHIEERBATES AT8 AR EARA
LA ANAR AN+ HEE AL 14 HY BR BRI AR A s iR
BARH) 25% ©

PE SR ED R

PR B A T BRI E SN R I B A A
BTSRRI 25
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30. RESERVES (continued) 30. f#4E (1)
(b) Company (b) AT
Capital  Exchange
Share Share redemption  fluctuation
premium  Contributed option reserve reserve Retained
Notes account surplus reserve Ex Ex profits Total
lif3 ReEE  AABH BRERE RERE  RBRE  REEA EL ]

RMBOOD  RMB000  RMB'OO0  RMB00  RMBOO0  RMBOO0  RMBO00O
ARBTL  ARETL ARMTE ARETR ARETZ ARETR ARETR

At 1 January 2006 R=ZE F—A—H 69,583 100,175 1,616 - (65,587) 27,528 193,315
Exchange realignment ER A - - - - (11,416) - (11,416)
Equity-settled share IR

option arrangements RRERH - - 405 - - - 405
Exercise of share options IkRERE 29 646 - (119) - - - 527
Shares repurchased and

cancelled FRE Rt skl 28 (1,089) - - 194 - (194) (1,069)
Profit for the year RERER 11 - - - - - 95,304 95,304
Interim 2006 dividend ZEERERERE 12 - - - - - (12422) (12422
Proposed final 2006 dividend BE-SERERERE 12 - - - - - (13,654)  (13,654)
At 31 December 2006 WZEERE+ZA=1-H 69,160 100,175 1,902 194 (17,003) 96,562 250,990
Exchange realignment A% - - - - (23,613) - (23,619)
Dividend on shares issued ZEERFTZAZT-H

for employee share EPHEERRER

options exercised after B

31 December 2006 - - - - - (65) (65)
Equity-settled share IARAESZ (6

option arrangements FERRiER - - 864 - - = 864
Exercise of share options [y e 29 2,992 - (558) - = = 2,434
Share repurchased and

cancelled EER:EERR 28 (6,782) - - 1,055 = (1,055) (6,782)
Profit for the year RER R 1 - - - - - 27,861 27,861
Interim 2007 dividend ZETLEPERE 12 - - - - - (11,804)  (11,804)
Proposed final 2007 dividend RE-ZTLERIRE 12 - - - - - (28224)  (28,224)
At 31 December 2007 RZEZ+F+=A=1—-H 65,370 100,175 2,208 1,249 (40,616) 83,275 211,661
The contributed surplus of the Company represents the excess of the then AR FEBIA B ERANHTRE 30(a) AT R AR 1R SR B AR AT IR
consolidated net assets of the subsidiaries acquired pursuant to the Group BHBARERNAHEEFEBAARR SRIER
Reorganisation referred to in note 30(a), over the nominal value of the AEMETOAR R EEMED

Company’s shares issued in exchange thereof.

The share option reserve comprises the fair value of share options granted which BREFEEECREERATEENDAE - HiE—
are yet to be exercised, as further explained in the accounting policy for share- H AR A TS RKMTE 2.4 AR TR B S5
based payment transactions in note 2.4 to the financial statements. The amount KA - BERBLRRETER  EREAEEC BT
will either be transferred to the issued capital account and the share premium AR R Bt i (B A 3E A 58 S 2 B SR I By
account when the related options are exercised, or be transferred to retained HYBEEERTEN o

profits should the related options expire or be forfeited.

90 Dawnrays Pharmaceutical (Holdings) Limited
RInEH (ZER) BRAH



Notes to the Financial Statements

B RS ER R =

31 December 2007 —ZTZE+F+—-A=+—8H

31. FINANCIAL INSTRUMENTS BY CATEGORY M. BERE S 2MBITA
Group
AEH
Financial assets 2007 2006
B EE —EE2tE ZETRF
Financial assets Financial assets
at fair value at fair value
through profit through profit
and loss  Loans and andloss  Loansand
EDRE  receivables HDARE  receivables Total
FTABER EXR Total  FFABZER 504
HBEE PR AE ZHBEE FEUHIE Ft

RME'000  RMB'000  RMB'O00O  RMB'000  RMB'000  RMB'000
ARMTT AR®TT ARBTT ARETT ARETT ARET:T

Trade and notes receivables EWE 5 R RETIA - 341,170 341,170 - 288,892 288,892
Financial assets included FABAR  ZE R
in prepayments, deposits Hfth R
and other receivables ZHBBE - 1,409 1,409 - 5,604 5,604
Equity investments at fair EONTHIEE N
value through profit or loss Bk RAKE 4,888 - 4,888 3,965 - 3,965
Cash and cash equivalents e RBEEEEY - 76,843 76,843 - 44,028 44,023
4,888 419,422 424,310 3,965 338,519 342,484
Financial liabilities 2007 2006
BBEE —E2TLEF —ETEF
Financial Financial
liabilities at liabilities at
amortised cost amortised cost
REBERATTE bice: DN s
ZEBaE ZUBaE
Trade and notes payables BN E S REEZE 247,407 201,242
Financial liabilities included FEAE MR K
in other payables and accruals RETABZMBaE 12,888 10,693
260,295 211,935
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31. FINANCIAL INSTRUMENTS BY CATEGORY (continued) 31. ZERIZIS KT A (&)

Company
ENE|
Financial assets 2007 2006
BBEE “ETLF ZTERE
Financial Financial
assets assets
at fair value at fair value
through through
profit profit
andloss  Loans and and loss Loans and
BARE receivables ZDRE  receivables Total
FABREK ERR Total FTABHR Bk
ZOBEE PR HE ZUBEE JEUHRIE Fat]

RMB'000  RMB'000  RMB'000  RMB'O00  RMB'000  RMB'000
ARBTR ARETRT ARBTR ARETL AREBTT ARETE

Trade receivables EWE 53IE - - - = = -

Financial assets included FPNEGE
in prepayments, deposits R REMEYGK - 269 269 - 282 282
and other receivables AT ERE

Equity investments at fair BAREFABREK 4,888 - 4,888 3,965 = 3,965
value through profit or loss ZRABE

Cash and cash equivalents Re RASEEY - 31,001 31,001 = 4,924 4,924

4,888 31,360 36,248 3,965 5,206 9,171

92 Dawnrays Pharmaceutical (Holdings) Limited
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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 foreign
currency risk, credit risk and liquidity risk. The board of directors reviews and
agrees policies for managing each of these risks and they are summarised
below.

Currently, the PRC government imposes control over foreign currencies. RMB,
the official currency in the PRC, is not freely convertible. Enterprises operating
in the PRC can enter into exchange transactions through the People’s Bank
of China or other authorised financial institutions. Payments for imported
materials or services and remittance of earnings outside of the PRC are subject
to the availability of foreign currencies which depends on the foreign currency
denominated earnings of the enterprises, or must be arranged through the
People’s Bank of China or other authorised financial institutions. Approval
for exchanges at the People’s Bank of China or other authorised financial
institutions is granted to enterprises in the PRC for valid reasons such as
purchases of imported materials and remittance of earnings. While conversion of
RMB to Hong Kong dollars or other foreign currencies can generally be effected
at the People’s Bank of China or other authorised financial institutions, there is
no guarantee that it can be affected at all times.

The Group does not have any significant investment outside of Mainland China.
However, the Group has transaction currency exposures. Such exposure
arises from sales of the Group’s Mainland China Subsidiaries denominated
in currencies other than the Group’s functional currency. Approximately 9%
of the Group’s sales for the year ended 31 December 2007 (2006: 9%) are
denominated in currencies other than the functional currency of the Group.
Upon receipt of currency other than the functional currency, the Group sells
them to the banks immediately.

The following table demonstrates the sensitivity to a reasonably possible change
in foreign currency exchange rates, with all other variables held constant, of the
Group’s profit before tax (due to changes in the fair value of monetary assets and
liabilities).

31 December 2007 —ZZ+F+=-A=+—H

AEEBEERUESFALENE S HRAZHEMSEY
BAERAE WARKEERES -

AEBEPBITAEMFRNEIERRAINERR  FER
BRRBECRER U TREFSRITFABEE Lt
BHEERBERZHE -

BAl FEBFDERIIMNEES - FEETEEARE
TR EHEH - NP ERE 2 CERDERT B ARRT
HEMBASREBLEINER S - XTEDRBIR
1% 2 BB R 8 B M) BE H o B 5251t [ 15 2N S (IR BRR
R WRFBEEEUINETHEZ BF » KN AE BT R
ARBITHEMR S BEREEL R - RAEEEZ
CREAXRNERT  WHEBAEDRERHMRELEF -
AIERAENH B A RRITHEMR A S BMEHETH
o ﬁ’&%/\iﬁgiiﬁ%ﬁﬁiﬁ’rﬂw\\%—ﬂﬁqﬂ BAR
RITHREM B S BB EAETT - BEEAREREREE
BT

REBNFEAZEAINE EBEFMEARE - A - AE
BEHRSEERR - BREREK B ALEENFE
REMBRBAARENEEE AN BEETZH
E-BE_TTLF+_A=+—"HBLLFE AEEHY
9% 2 SHE(ZTTINF  9%) IAREEINEEER LAINZ
ERHE - RKEIDREEB NI ZERIE - REEgH
Bz E B8 E TRITUALBBINERE -

TRINTEREEMAIBRARESIEZIBRAT « AF
1] B R 50 A 6 9 S B B R 3R 4 3 R B B Y SRR
(HREREERABNAFERED)
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32. FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (continued)

Foreign currency risk (continued)

32. HEAKREE B ERYEE (F)

SME R B ()

Increase/decrease in Effect on profit

foreign currency rate before tax

SNEEEE R HERBLAT

tH@TH A2

2007 RMB’000
—BTLHF ARBTT
If RMB strengthens against US dollar i AR ¥E HETTHHE +5% (4,054)
If RMB weakens against US dollar AR S ETTRE -5% 4,054
Increase/decrease in Effect on profit

foreign currency rate before tax

T iyl -7

2006 RMB’000
—TETREF AR¥EFTT
If RMB strengthens against US dollar fim AR ¥E HETTHHE +5% (3,401)
If RMB weakens against US dollar MARME R T E -5% 3,401

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. In addition, receivables and balances are
monitored on an ongoing basis and the Group’s exposure to bad debt 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. Concentrations of credit risk are managed
by customer/counterparty. There are no significant concentrations of credit risk

within the Group.

Further quantitative data in respect of the Group’s exposure to credit risk arising

from trade receivables is disclosed in note 20 to the financial statements.

Liquidity risk

The Group monitors its risk to a shortage of funds using a recurring liquidity
planning tool. This tool considers the maturity of both its financial instruments
and financial assets (e.g. trade receivables) and projected cash flows from

operations.
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32. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 2. EREREEBERYE (H)
POLICIES (continued)
Liquidity risk (continued) RENE S ER ()
The maturity profile of the Group’s financial liabilities as at the balance sheet AEERBENAUBNZGENNEERMBEREZ
date, based on the contracted undiscounted payments, was as follows: ZE A R
Group
TEE
2007
“EELF
3to
less than
Lessthan 12 months 1to5 Over
On demand 3 months =ZEDR years 5years Total
RER LPR=MER +=f8A —ZHE EENE @zt

RMB'000  RMB'000  RMB'000  RMB’000  RMB'000  RMB'000
ARBTT ARMTR ARNTR ARBTT AR®TRT ARNTR

Trade and notes payables BB 5 REEHIE 590 94,604 152,213 - - 247,407
Other payables Hh TR 12,888 - - - - 12,888
13,478 94,604 152,213 - - 260,295
2006
ZTTRE
3to
less than
Less than 12 months 1tob Over

Ondemand 3 months =ZEPR years 5 years Total
RER  PR=ER +=fEA —ZERF AEHE 5t

RMB'0O00 RMB'000 RMB'000 RMB000 RMB'000  RMB'000
ARBTE ARETT ARBTR ARETLT ARETT ARETE

Bank advances for
discounted bills FATRRARERR - - 25,351 - - 25,351
Trade and notes payables ERESREBFE 1,434 46,669 153,139 - - 201,242
Other payables Hi R 10,693 - - - - 10,693
12,127 46,669 178,490 - - 237,286
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32. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 32. cREREEEERYER (E)

POLICIES (continued)
Capital management

The primary objective of the Group’s capital management is to safeguard the
Group’s ability to continue as a going concern and to maintain healthy capital
ratios in order to support its business and maximise shareholder value.

The Group manages its capital structure and makes adjustments to it, in light
of changes in economic conditions. To maintain or adjust the capital structure,
the Group may adjust the dividend payment to shareholders, return capital to
shareholders or issue new shares. No changes were made in the objectives,
policies or processes during the years ended 31 December 2007 and 31
December 2006.

The Group monitors capital using a gearing ratio, which is net debt divided
by the total capital plus net debt. The net debt includes, bank advances for
discounted bills, trade and notes payables, other payables and accruals, less
cash and cash equivalents. Capital includes equity attributable to the equity
holders of the parent. The gearing ratios as at the balance sheet dates were as

EXEE

AEEEEEANEZ B RRRIEAEBAFRBL L5
NEREFBEROERLE - UXEEEBERRRAR
REE-

AEESERBECERESCERLEARELEHEIEL
TR - BBHRARERNERE  AEERSHAEINT
BERARERE  REERNFREKBETHRD - R
BE-ZTTt+tF+-_A=t+t—BKk=_ZEZE"F+=A
=t+—HILEFER BEEE  BERRBRELEIELE
] o

AEERAEAABLEERREREN  MEAA K
R TR A B A BE RIS R BN R A &
DERTHRTERR - BANES RN - Kb
NBRREHEE  LHBRERASEEY - EARE
BARERS A ARG R - NEEAZEARELE

follows: mr
Group
]
2007 2006
—ETLF ZETREF
RMB’000 RMB’000
AR®TR ARBFTT
Bank advances for discounted bills SRITERIR =R B - 25,351
Trade and notes payables ERE S REERE 247,407 201,242
Other payables and accruals Hit TR aE 22,843 17,485
Less: Cash and cash equivalents B BeERReEED (76,843) (44,023)
Net debt FAR 193,407 200,055
Equity attributable to equity (SYNIE 5
holders of the parent A ARBGER 578,352 512,257
Capital and net debt BARARFARE 771,759 712,312
Gearing ratio BARE B K 25% 28%
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33. COMMITMENTS 33. &I
(@) Operating lease commitments (a) REHERE
The Group leases certain of its office properties under operating lease AEBBBCEHELHARE THRYE - W
arrangements. Leases for properties are negotiated for terms ranging from HENEEHBRNT—EF2H

one to six years.

At 31 December 2007, the Group and the Company had total future BE_TZLF+-_A=1+—8 '  XEBERART
minimum lease rentals payable under non-cancellable operating leases BRETAI G EHLON B ERRENKERER
falling due as follows: THAAZEIT
Group Company
AEME AAT
2007 2006 2007 2006
—ETLE ZETREF —ETHF —ZETREF
RMB’000 RMB’000 RMB’000 RMB’000

AR¥TT ARETT ARET T ARETIT

Within one year —FR 2,143 1,783 - 1,076
After one year but no more —FRER
than five years ZRAEF 1,727 3,571 - 2,106
More than five years AFAE - 324 - =
3,870 5,678 - 3,182
(b) Capital commitments (b) EAEE
Group Company
rEE NG|
2007 2006 2007 2006
—ZTTtHF ZTEREF —EELF ZTTREF
RMB’000 RMB’000 RMB’000 RMB’000

AR¥T T AR¥EFTT ARMT T ARKTFT

Contracted, but not provided for: 22T 4 » {EBRVERA -

Information system software B RFEHR - 252 - =
Land use rights + s A - 4,368 - =
Buildings BF - 450 - =
Plant and machinery RS R i 2% 11,872 1,378 - =
11,872 6,448 - _
Authorised, but not BB -

contracted for: BARETH
Plant and machinery RS R i 2% 91,987 37,417 - =
103,859 43,865 - _
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34. RELATED PARTY TRANSACTION

4. BEARS

Compensation of key management personnel of the Group: TEEFZERAEME:
2007 2006
—ETLF ZETRF
HK’000 HK’000
AR®T T ARBFT
Short-term employee benefits H i iR B EF 3,892 5,031
Post-employment benefits RIKEER 71 7
Share-based payments LARR D AERE 5 222 134

Total compensation paid to FTEEEAE

key management personnel [k 4,185 5,242

Further details of the directors’ emoluments are included in note 7 to the financial

statements.

35. APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue by the board of

directors on 14 March 2008.
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Five Year Financial Summary

ﬁﬁ%%mi

UTAASENBEREMRFEFE  BE - AERIH
BRRERE - RS RAMERMBRRLCFHEE
ZBYEFHM -

A summary of the results and of the assets, liabilities and minority interests of the
Group for the last five financial years, as extracted from the published audited financial
statements and restated/reclassified as appropriate, is set out below.

Year ended 31 December

BE+=-—A=+—HLEFE

2007 2006 2005 2004 2003
—ETLHF ZTEREF —TTRHEF ZZTTPYEF —TT=F
RESULTS E S RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AR¥T T AREFT ARETT AR¥ET T AREETTT
(Restated) (Restated)
(&51) (&%)
Revenue WA 919,945 788,797 734,002 584,758 491,388
Cost of sales SHERK AR (680,443) (604,788) (518,769) (392,081) (285,485)
Gross profit Eil 239,502 184,009 215,233 192,677 205,903
Other income and gain E A A Rz 4,320 2,955 1,959 1,956 867
Selling and distribution costs HERDIHERA (69,218) (53,669) (54,230) (59,910) (56,929)
Administrative expenses THER (41,117) (36,400) (38,597) (37,172) (26,632)
Other expenses Hth & (21,950) (26,590) (18,214) (14,859) (10,511)
Finance costs &R - 976) (202) - (809)
PROFIT BEFORE TAX BB AT R 111,537 69,329 105,949 82,692 111,889
Tax Fi1g (10,380) (3,451) (245) (6,225) (3,996)
PROFIT FOR THE YEAR A F R F 101,157 65,878 105,704 76,467 107,893
Attributable to: AT & IBEL -
Equity holders of the parent BRAFEREFAA 101,072 65,781 105,646 76,451 107,487
Minority interest DERRR S 85 97 58 16 406
101,157 65,878 105,704 76,467 107,893
ASSETS, LIABILITIES AND BE - BfBR
MINORITY INTERESTS DERRER
TOTAL ASSETS BEE 851,398 758,337 745,053 687,083 558,494
TOTAL LIABILITIES HmeE (272,392) (245,290) (255,996) (274,896) (183,601)
MINORITY INTEREST DERRER (654) (790) (743) (716) (989)
578,352 512,257 488,314 411,471 373,904
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Information for Shareholders

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from Tuesday, 6 May 2008

to Friday, 9 May 2008 (both days inclusive) during which period no transfer of shares

will be registered and effected. In order to qualify for the final dividend, all transfers

of shares of the Company accompanied by the relevant share certificates and the

appropriate share transfer forms 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 4:00p.m. on Monday, 5 May 2008.

ANNUAL GENERAL MEETING

The 2008 AGM will be held on Friday, 9 May 2008. Details of the 2008 AGM are set
out in the notice of AGM with constitutes part of the circular to shareholders sent

together with this annual report.

FINANCIAL CALENDAR
2007 AGM

Announcement of interim results
Announcement of annual results
2008 AGM

DIVIDENDS

Interim dividend

Payment date for interim dividend
Proposed final dividend

Ex-dividend date for final dividend
Book closing dates for final dividend

Payment date for final dividend

Dawnrays Pharmaceutical (Holdings) Limited

RInHH (ZER)BRAF

15 May 2007
24 August 2007
14 March 2008
9 May 2008

$0.015 per share

18 September 2007
$0.038 per share

2 May 2008

6-9 May 2008

on or about 16 May 2008

EERERDIBFEES

ARFR-ZZNFRARNA (R 22T \FRAANA
(280) (BHEERMA) EEHIRHBFEDTFE - RERH
SRS R ERA R TR - A A RERARANE
% AAATNRABREREHRERRESES - AR
—TT)/\FAARA (BH—) TFORERN - REFARNE
B BP RS  BELRABRBREBES L6
ERMHARA APHDBSBETME -

BRBFKE
“EE/\FRTBFAGHN T/ \FEAND (EHE) S
1° 22T \FRRBFAGBENHEC HNBRBTAL
A RRER AR — TR -

B A
T HFREBAFAE —ZTZ+FRA+HHA
NGEE e ZETHENAZ+NA
NERFEE —ZEE)\F=A+H
ZET \FRFEFRE —ZT)\FHANA
BE

FEARR BREE0.0157T
FEARR SRS B EA —TTEFNAA+NA
BRIRERERE FR7EH0.038 7T
RERERE B —ZZE\FRA=H
REARR SEL LB B H —ZZE\FRAXBENA
REARR SRS B EA —ZTT \FHA AR



Suites 3212-13, Shell Tower, Times Square, 1 Matheson Street, Causeway Bay, Hong Kong.
BB B — SRR RS RRAE3212-13E

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

FREDT & & & M h R P EEFE EREK2257

www.dawnrays.com
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