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Financial Highlights
MBRE

The board of directors (the ‘Board’) of Dawnrays Pharmaceutical
(Holdings) Limited (the ‘Company’) is pleased to announce the unaudited
consolidated interim results of the Company and its subsidiaries
(collectively, the ‘Group’) for the six months ended 30 June 2008 (the

“period”). These interim results have been reviewed by the audit committee = o

of the Company.

For the six months ended 30 June
HEANA=THIEANEA
Unaudited

RICEZ

Turnover
T

Gross Profit
EF

Profit before tax
FrBERT R A

Net profit attributable to equity holders
A ARG RN

Earnings per share-basic (RMB)
BRERN -ER(ARE)

Interim dividend per share (HK$)
Tl ERE (B8)

2008

S LI

RMB’000

AR®TR

456,118

121,985

53,257

48,863

0.0616

0.018

2007
—EFTLF
RMB’000
ARBETIT
437,202
97,976
46,108
41,356

0.0516

0.015

Rin8d (BERO)BRAR(ARR N zEER([EF
g DERELREARFRMEMBRR (5[ AEE )
E-FTNFERNA=TRIENEAR ([RERE D 2 RE
BERAPERE - WEXHECKARNRANEZ

Change

2R

%

%

4.3

24.5

15.5

18.2

19.4

20.0
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Chairman’s Statement

ER|E

The interim results of Dawnrays Pharmaceutical (Holdings) Limited reflect
that the Company has achieved desired performance in a dynamic
pharmaceutical market in China.

The pharmaceutical market of PRC has enjoyed a high growth rate in the
first half of 2008. As far as the Central Government of China is concerned,
the social health-care systems in both urban areas and rural areas are in
the process of establishing by PRC authorities. Since both the government
and the society are increasing inputs into the health care system, the
average Chinese living condition is improving, and the GNP of PRC is
growing continuously; the directors of the Company (the “Directors”) have
predicted that the China’s pharmaceutical market will be ranked top 5
worldwide in five years, with a double digit annual growth rate.

The gross profit margin of the Group in the first half of fiscal year 2008 is
26.7%, a 4.3% increase compared with last year’s corresponding period
figure. The solid-dosage-forms (i.e., system specific medicines) still have
been the main driver of the business growth of the Group. The revenue of
solid-dosage-forms has increased by approximately 20% compared with
the last year’s corresponding period figure. Furthermore, the Group has
arranged the resource deployment for the second half of 2008. In order
to further strengthen the market share of cardiovascular system specific
medicines, the marketing plan for a new product-Losartan Potassium &
Hydrochlorothiazide (An Nei Xi)-has been formulated.

The global markets for commercial loan, mortgage and credit are
facing pressure. The prices for oil and derivatives of oil are geared up
significantly. Therefore, those factors generated stress for pharmaceutical
manufacturers and chemical firms. However, because of the scientific
management of purchasing, manufacturing, and marketing, our bulk
medicine business still has maintained a 17.4% gross profit margin, a 5.4%
increase compared with last year’s corresponding period of figure.

The revenue of cephalosporin antibiotics final products (i.e., powder for
injections) business has increased marginally, compared with last year’s
corresponding period figure.

The overseas business has been slowing down in the first half of 2008.
The main reason is that India, as one of the major markets of antibiotics,
adopted an anti-dumping national policy against Chinese pharmaceutical
firms. The fact of the decreased overseas sales triggered the Board to
formulate business development projects in order to enter the institutionally
stabled pharmaceutical markets based in advanced economies.

PROSPECTS

Even though China is under the negative impacts of inflation and
Sichuan earthquakes, the Directors still believe that the Mainland China’s
pharmaceutical market will keep growing in a stabilized way.
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Chairman’s Statement

ER|E

The Group donated drugs to Sichuan earthquake areas. Besides,
the continuous and substantial investments of manufacturing plants,
equipments and pollution control systems not only increase the Group’s
operation capability, but also help the Group taking corporate social
responsibility and therefore building a solid and positive corporate image in
local communities.

In the first half of 2007, the Group participated in the “Chinese
Hypertension Intervention Efficacy Study” which is a key project of China’s
Eleventh Five-Year plan and is the first state-supported medical research
project in the programme. Since the Group has been appointed as the sole
collaborative pharmaceutical enterprise and study drugs supplier of the
project, the Directors believe that the brand name recognition of the Group
will gradually be increasing in the cardiovascular segment of Chinese
pharmaceutical market and the brand equity effects of the Group’s major
products will be emerging.

Even though the perspective of global economy is far from clear, the
Asian markets in general and the China market in particular would be
the ‘Enclave’ of the American economic recession. As the leading firm of
China’s pharmaceutical sector, the Directors are planning projects and
facility developments, designing new business development models and
analyzing competitors in order to comprehensively capture the opportunity
generated by a high growth market. We are going to optimally deploy
resources and to pursue the competitive advantage.

Our colleagues are devoted to a high-standard and transparent corporate
governance, a solid financial management system and a conservative
dividend payout policy. Through the internally driven innovation and
externally linked partner selection, we are going to develop our new
business and create value for our shareholders.

Interim Dividend

The Board has resolved to declare an interim dividend of HK$0.018 per
share for the year ending 31 December 2008, approximately amounting
to a total sum of HK$14,290,500 (approximately equivalent to RMB
12,571,000).

Last not the least, | take this opportunity to acknowledge the trust and

support from all the shareholders and all of our colleagues. We will, as we
always did, work hard and create value for you.

Li Kei Ling
Chairman

Hong Kong, 21 August 2008
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Management Discussion and Analysis

EEENWRD

#r

BUSINESS REVIEW

PRODUCTION & SALES OPERATION

For the six months ended 30 June 2008, the Group had adjusted
product composition according to the market conditions. The
production volume of the bulk medicines was increased by 34.4%
while the sales volume decreased by 5.2% from the corresponding
period of last year. The production volume of powder for injections
was increased by 28.2% while the sales volume had a slight increase
over the corresponding period of last year. The production volume
and sales volume of solid-dosage-forms were increased by 19.7%
and 11% respectively from the corresponding period of last year. The
export trading was decreased by 24.5% to RMB37,927,000 from the
corresponding period of last year.

DEVELOPMENT OF NEW PRODUCTS

In the first half of 2008, the Group had 4 products approved for
production by the State Food and Drug Administration of the PRC,
together with 4 production permits. There was 1 certificate of
new pharmaceutical product granted for Cetirizine Hydrochloride
and Pseudoephedrine Hydrochloride Sustained-Release Tablets,
an anti-allergic system specific medicine. In addition, the Group
received 7 supplemental production permits, 4 clinical trials permits,
submitted registration applications for 13 projects, completed 2 oral
cephalosporin products’ clinical trials and engaged in 2 cardiovascular
system specific medicines’ clinical trials.

2008 HONOURABLE RECOGNITION

i) The production technology of the Group’s 2 products namely,
Amlodipine Besylate Tablets and Montelukast Sodium Orally
Disintegrating Tablets, have been granted patents in China in
June 2008.

i) Suzhou Dawnrays Pharmaceutical Co., Ltd. passed the

examination and assessment on Quality Management Systems

1ISO9001,

and Occupational Health and Safety Management System

OHSAS18001 as conducted by National Quality Assurance Ltd,

(NQA), an accredited certification body in the United Kingdom

Environmental Management System 1SO14001

and has been awarded with Certificate of Assessment in June
2008.

E 36

EEHERSR
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Management Discussion and Analysis

BEEENRR DM

4. Construction projects for the expansion of production facilities
i) Construction works for Suzhou Dawnrays Pharmaceutical Co.,
Ltd’s Re-location and expansion of bulk medicine workshops

project started in March 2008.

i) Suzhou Dawnrays Chemical Co., Ltd. reformed both solvent

recycling and waste water treatment systems.

i)~ The civil engineering of Dawnrays (Nantong) Pharmaceutical
Science and Technology Co., Ltd. basically completed.

iv)  Suzhou Dawnrays Pharmaceutical Co., Ltd. started contriving a
plan to construct an oral system specific medicines workshop
on the newly acquired land.

FINANCIAL REVIEW

SALES & GROSS PROFIT

During the six months ended 30 June 2008, the Group has recorded
the total turnover of approximately RMB456,118,000, representing an
increase of 4.3% as compared with the corresponding period of last year.
The growth was mainly due to an increase in the sales volume of solid-
dosage-forms (most are system specific medicines) by 11% and a slight
increase in the sales volume of powder for injections as compared with the

corresponding period of last year.

Gross profit was approximately RMB121,985,000, equivalent to an
increase of 24.5% compared with the corresponding period of last year.
Gross profit margin was 26.7%, representing a rise of 4.3% as compared
with 22.4% in the corresponding period of last year. The main reasons
for the increase in gross profit margin were due to increase in percentage
of the sales of solid-dosage forms (most are system specific medicines)
over total turnover increased from 11.37% to 13.10% and the increase in
the gross profit margin of bulk medicines by 5.4% as compared with the

corresponding period of last year.

4. BREERBERER
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Management Discussion and Analysis

EEENWMEDN
Table of Turnover Analysis EEEIMN
Turnover Sales Gross Profit
(RMB’000) Breakdown (%) Margin (%)
BEHE AR TR SHELLHI (%) EFIZE (%)
2008 2007 2008 2007 2008 2007
Product B —EENFE —TT+F ZBENFE —ZTTLF ZBENFE —TTHF
Bulk Medicines JR A} 2 257,470 261,770 56.45 59.87 17.4 12.0
Powder for Injections mETE 138,906 125,759 30.45 28.76 23.2 22.5
Solid-Dosage-Forms E iy 59,742 49,673 13.10 11.37 75.1 76.9
Overall 4ape 456,118 437,202 100.00 100.0 26.7 22.4
EXPENSES #H

During the period, the total expenses incurred were approximately
RMB71,487,000, equivalent to a rise of 35.0% compared with the
corresponding period of last year. The total expenses as a percentage of
turnover was 15.7% (2007: 12.1%).

Of which, selling and distribution expenses was approximately RMB
39,683,000, equivalent to a rise of 30% compared with the corresponding
period of last year. The selling and distribution expenses as a percentage
of turnover was 8.7% (2007: 7.0%). The reasons for the significant
increases were due to the increase in promotion expenses for exploiting
market and welfare expenses of salespeople.

Administration expenses and other expenses totalling approximately RMB
31,804,000, representing 7.0% of turnover (2007: 5.1%), accounted for an
increase of 41.9% from the corresponding period of last year. The increase
was mainly due to the increases of research and development expenses
and employees’ salaries.

NET PROFIT ATTRIBUTABLE TO EQUITY HOLDERS

For the period ended 30 June 2008, net profit attributable to equity holders
amounted to RMB48,863,000, posted a rise of 18.2% compared with the
corresponding period of last year. The reason for the increase in profit was
mainly due to the rise of gross profit margin.

AEAR  BAESTELOEARE 71,487,000 0 REFH
HAIEIN35.0% ° (G EHEBEMELHIB15.7% (S F:
12.1%) o

He - HERSIEER AR 39,683,0007T + BAF
[EIEAIE AN 30.0% {5 & E ML A A8 7% =TT+
F:7.0%) REEERNEZREARATHEMET LR
SEHREEREIMMEE A BBFIEM -

1THCE A N EH At B H AR5 31,804,000 7T © BEF
B RIS IN41.9% - [ EEBALH AB7.0% —ZZ+
F51%) TERMMEERMETTERILH -

EHEE AELAAR
HEZZZ/\FAAZTHILHHE EXBBEAR
16 45 I #) A R 48,863,000 7T © tb 2= F | B 38 hn
18.2% o FIEEMEBZ R Z SN EF LR o
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Management Discussion and Analysis

EEENwR D

#

ANALYSIS ON RETURN ON ASSETS

As at 30 June 2008, net assets of the Group were approximately RMB
597,544,000. Net return on net assets, which is defined as the net profit
attributable to equity holders divided by net assets, was 8.2% (2007: 7.6%).
The current ratio and quick ratio were 1.87 and 1.30 respectively. Turnover
days for trade and notes receivables were approximately 135 days.
Turnover days for inventory were approximately 85 days.

LIQUIDITY & FINANCIAL RESOURCES

As at 30 June 2008, the Group held cash and cash equivalents of
approximately RMB63,891,000 (as at 31 December 2007: RMB
76,843,000). During the period, net cash inflows from operating activities
was approximately RMB36,068,000 (2007: RMB39,929,000). Net cash
outflows from investing activities was approximately RMB20,164,000
(2007: RMB5,381,000). Net cash outflows from financing activities was
approximately RMB28,034,000 (2007: RMB10,853,000).

As at 30 June 2008, the debt ratio (defined as interest bearing loans and
borrowings over total assets) of the Group was 0% (as at 31 December
2007: 0%).

As at 30 June 2008, the Group had aggregated bank facilities of approximately
RMB513,500,000 (as at 31 December 2007: RMB543,400,000).

As at 30 June 2008, the Group’s capital commitment was approximately
RMB123,060,000 (as at 31 December 2007: RMB103,859,000), which
mainly derived from construction of the new bulk medicine workshops for
cephalosporin products and re-engineering of old workshop according
to GMP requirement in Suzhou Dawnrays Pharmaceutical Co., Ltd., the
construction project of Dawnrays (Nantong) Pharmaceutical Science and
Technology Co., Ltd., the construction of multi-function workshop and
environmental protection projects for Suzhou Dawnrays Chemical Co., Ltd.
etc. The Group has sufficient financial and internal resources to bear the
capital expenditures.

The Group undertook restructuring in 2007 by intra-group share transfer
among some of the subsidiaries in China. As at 30 June 2008, the relevant
changing procedures were still in progress. Save as disclosed above, the
Group had no significant external investments or material acquisitions or
disposal of subsidiaries and associated companies.

BERBTENIN
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597,544,0007t - FEEREE (R w%%ﬁéhﬁ/\ﬁ‘é
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Management Discussion and Analysis

EEENWRD
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FOREIGN EXCHANGE & TREASURY POLICIES

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

STAFF & REMUNERATION POLICY

As at 30 June 2008, the Group employed approximately 1,587
employees. During the period, the total remuneration was approximately
RMB39,086,000 (2007: RMB25,232,000). The Group regards human
resources as the most valuable assets and truly understands the
importance of attracting and keeping high-performance employees. The
remuneration policy is generally based on the references of market salary
index and individual qualifications. The Group provides its employees with
other fringe benefits, including defined contribution retirement scheme,
share option scheme and medical coverage. The Group also offers some
of its employees stationed in the PRC with dormitory accommodation.

CHARGES ON ASSETS
As at 30 June 2008, the Group had no asset being pledged to banks to
obtain credit facilities (as at 31 December 2007: Nil).

CONTINGENT LIABILITIES
As at 30 June 2008, the Group had no material contingent liabilities (as at
31 December 2007: Nil).

PLANS FOR SIGNIFICANT INVESTMENTS & 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.

IR BB
HRARBARBOEBRS - BE - BEHETBUA
REGEE  MAREBEPIAZOINERRBR K - KEH
MEBEBHRRRSEINERR (E) HAKEFE
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ZNFERA=ZTH AREXEEAKEAE

(RZFETLF+_A=1T—RH: 8)-

RREERRER AHBERR

B L RS ES M BER | —SAE A A AR

SOREFRETEESN - AKE B AL EERKEAR
BREIHBABRNEERS -
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Other Information

H & 8

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

As at 30 June 2008, 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 “SFO”)), 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 of Hong Kong Limited (the “Stock Exchange”) pursuant to the
Model Code for Securities Transactions by Directors of Listed Issuers,

were as follows:

Long positions in ordinary shares of the Company:

EERTHRAZRRG RAEBR G NERR

N .
RE

“ERENFRA=TH  EERTBEINERT
FEMEEE(ERREH LA ED ([ExME
G011 XV ER) KRR - HRBAR D KRBT - BB
FNARBREE S M BRI 362 (RIF BB
it HRBE LT ARNERETEFRHORETRIA
HEARBNBEEBARZZAERAR (B K
RmORREIIIT

o

REDREBRFHOEFRE :

Number of ordinary shares held,
capacity and nature of interest

HAEEERNEE - SORERME

Directly
beneficially
Name Notes owned
EEE
=g ez wEs
Directors
55
Ms. Li Kei Ling (@) -
FHRR L
Mr. Hung Yung Lai (@) -
RERIISSEAE
Mr. Li Tung Ming (b) 8,340,000
FRIALE
Mr. Gao Yi (€ 4,200,000
RREE
Mr. Leung Hong Man (d) -
RRRSESE

Percentage of

Through the Company’s
controlled issued
corporation Total share capital
BB AR E BT
AREE #Et &N =
342,072,000 342,072,000 43.09
342,072,000 342,072,000 43.09
56,000,000 64,340,000 8.10
- 4,200,000 0.53
56,000,000 56,000,000 7.05
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Other Information

Hw &

Long positions in

shares and underlying shares of associated

REBEEER D RAERG PHEFR

corporation:

Percentage of the
Name of Relationship Number Capacity associated
associated with the of Ordinary and nature  corporation’s issued

Name of Director corporation Company shares held of interest share capital

BELER iR ZEE BT

EZER HELEER kNG ] 24 ok ¢E! FORREREE [N

Ms. Li Kei Ling Fortune United Company’s 2 Through a controlled 50

FHRUT Group Limited holding company corporation

ADARERAA BR—AESAF
Mr. Hung Yung Lai Fortune United Company’s Through a controlled 50
EEREE Group Limited holding company corporation

ADARERAA BRI AF

Notes: Kt

(@) 342,072,000 shares of the Company are held by Fortune United Group Limited, a (@) 342,072,000 g A A B {5 B — RN 28 R 2 B S e Ak
company incorporated in the British Virgin Islands. Keysmart Enterprises Limited, which 37 H) /A & Fortune United Group Limited £ 435 A ° Fortune
is wholly-owned by Ms. Li Kei Ling, and Hunwick International Limited, which is wholly- United Group Limited Wl AR ZH B 2+ 2 EH B H
owned by Mr. Hung Yung Lai, are each beneficially interested in 50% of the share capital Keysmart Enterprises Limited N FBE g/ S £ 2 B A ©Y
of Fortune United Group Limited. Hunwick International Limited % B &z 50% & ©

() 56,000,000 shares of the Company are held by Time Lead Investments Limited, a (o) 56,000,000 B AN A B0 B — SR S & BR 22 B & e A Az
company incorporated in the British Virgin Islands. The entire issued share capital of Time #)/2 8] Time Lead Investments Limited 14574 ° Time Lead
Lead Investments Limited is beneficially owned by Mr. Li Tung Ming. Investments Limited 8 2 # B /TR AN B ZRALEE s

HE -

(c) 600,000 shares of the Company are directly beneficially owned by Mr. Gao Yi and () 600000 ARNBRMESRETEEEE=ES -
3,600,000 underlying shares are the share options granted to him under the share option 3,600,000 S RAILD M AE 2 AR IE AN A B BB AR T 811 T
scheme of the Company. Details of Mr. Gao Yi’s interests in the share options of the WERERE - BRI EBRENF BRI B
Company are disclosed in note 13 to the interim financial information. ERIMIFES -

(d) 56,000,000 shares of the Company are held by Toyo International Investment Limited, a (d) 56,000,000 A AR E—RREBEMKLH AR
company incorporated in Hong Kong. Mr. Leung Hong Man and Mr. Leung Yiu Sing are REBRBEREGRARMEE - RERBREGRARTN
each beneficially interested in 50% of the share capital of Toyo International Investment 2EHEBITRAEZRERTERZRR AESEERER
Limited. 50% HEzm ©
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Other Information

H & 8

Save as disclosed above, as at 30 June 2008, none of the Directors or
Chief Executive had registered an interest or short position in the shares or
underlying shares or debentures of the Company or any of its associated
corporations that was required to be recorded pursuant to Section 352 of
the SFO, or as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by Directors of
Listed Issuers.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

Save as disclosed under the heading “Directors’ and Chief Executive’s
interests and short positions in shares and underlying shares” above and
in the share option scheme disclosures in note 13 to the interim financial
information, at no time during the period were rights to acquire benefits
by means of the acquisition of shares in or debentures of the Company
granted to any Director or their respective spouse or minor children, or
were any such rights exercised by them; or was the Company, its holding
company, or any of its subsidiaries a party to any arrangement to enable
the Directors to acquire such rights in any other body corporate.

SHARE OPTION SCHEME

The detailed disclosures relating to the Company’s share option scheme
and valuation of options are set out in note 13 to the interim financial
information.

BLEdES R-TEENFAA=TH HEEERK
TTHARBNA R R RE A EZB AR - BRI
N EST - EHEEREBEES MEEDIEI5264T
ARCE  SRB LM ARERETES R ZHNIREST
AEFERNR R R FTERSORR -

S

EEREROBEFNER

B bt [EFRITBARNIRN MAEER O K ER
Nofm | — 5 K HABA A AR AT 13 PRI A A1 8
KENEFI  EARRLBEFNES - REVEE
SR m 18 5 E F R ER B BB AR R HEFH
BT RN B R ES RER - IR F TR AL H RN
HARE - HERABSEEFANERRR L EMNR
BE - UL ERAWBEMEMEABRERER -

BREsTE

BRAAR RIS B LB Z A EHNT
HIE S BRI E13
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS
INTERESTS IN SHARES AND UNDERLYING SHARES

As at 30 June 2008, the following interests or short positions in the shares
and underlying shares of the Company were recorded in the register of
interests required to be kept by the Company pursuant to Section 336 of
the SFO:

Long positions:

FERRRAEMALTRRG RAABER G EDS

RZZBZENFRA=ZTH BEEHFRBEHANE

336

RARRNRRIFENRRERMERLE  RAQ

AR R AR D B SRR AT

BR:

Number of ordinary shares held, capacity and nature of interest

REEBRNHE  SORERNE

Directly
Beneficially Family

Name Notes owned interest
% s ERERES FEER
Fortune United Group Limited (@ 342,072,000 -
Keysmart Enterprises Limited (@ - -
Hunwick International Limited (@ - -
Mdm. lu Pun () - 342,072,000
Wi 22+
Time Lead Investments Limited © 56,000,000 -
Toyo International Investment Limited (d 56,000,000 -
REEFREFRAT
Mdm. Lo Mei Sai © - 56,0000,000
mEWLL
Mr.Leung Yiu Sing (d) &) 1,264,000 -
IR
Mdm.Chu Shuet Fong (&) 1,264,000 56,000,000

THLE
Notes:

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

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

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

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

Percentage of

Through the Company’s

a controlled issued
corporation Total share capital
EARARE R

BR-REHAT By BRANBE AL
- 342,072,000 43.09
342,072,000 342,072,000 43.09
342,072,000 342,072,000 43.09
- 342,072,000 43.09

- 56,000,000 7.05

- 56,000,000 7.05

- 56,000,000 7.05
59,404,000 60,668,000 7.64
3,404,000 60,668,000 7.64

Bret -

(@)

Fortune United Group Limited 8 & % 17 f% 7% £ Keysmart
Enterprises Limited & Hunwick International Limited “F
¥ B ¥ % B > Keysmart Enterprises Limited & Hunwick
International Limited 9 Bl AN R B AITEEF HIL L+
RARRME S E R BHR -

i 22 ARRRME S AL - HURR AR ARRME o A H
BOARABRIDRIES R °

Time Lead Investments Limited #2228 E 21T A f AN A &)
—BHITESTRALEESHES -
REEREERRARNBEITRAD BB AR AR FEH
TEERRRCERBZ XBRRK L EFYERSES ©

INTERIM REPORT 2008 15  —ZZ /\hfishs



Other Information

H & 8

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

the shares of the Company held by Mr. Leung Hong Man.

() 3,404,000 shares of the Company are held by Dragon Asia Industrial (Holdings) Ltd, a G}
company incorporated in Hong Kong. Mr. Leung Yiu Sing and Mdm. Chu Shuet Fong, his
wife, are each beneficially interested in 50% of the share capital of Dragon Asia Industrial
(Holdings) Ltd. In addition, 1,264,000 shares of the Company are jointly held by Mr.
Leung Yiu Sing and Mdm. Chu Shuet Fong, both are deemed to be interested in all of the

shares held jointly.

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

the shares of the Company held by Mr. Leung Yiu Sing.

Save as disclosed above, as at 30 June 2008, no person, other than the
Directors and Chief Executive Officer of the Company, whose interests are
set out under the heading “Directors’ and Chief Executive’s interests and
short positions in shares and underlying shares” above, had registered
an interest or short position in the shares or underlying shares of the
Company that was required to be recorded pursuant to Section 336 of the

SFO.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

For the six months ended 30 June 2008, the Company repurchased

BEBLTRRRRLENRD SR ARERREE
FAEMNARRIRM P RARER -

3,404,000 R AR FIRM B —RNE BT MK LA FE
REXSEBRARMSE  REEXEEERQANE
HEBTRAARBR CERERBASFZ LT E R
WA 50% M o LoD - BB EAERKES L ERFA
1,264,000 R A A TR + REHRE REEZIERIZE
A& o 2 Bl as o

© SR RTARBREENRE - SRR SN RIBKEE
FA AR RN o S s o

B EXHEEIN R-TENFRA=1TH  AEBH
AL (RRBERERITRAHGIN - BARSHORE
SEN EX [EE RITBARNBN RARRA 1
mRKkR | —8) BRNAR ARG @R m S
HERSAR (ERIBEE SR EGHIFE 336 HTAE
i) e

BE BEgHEARF LTRSS

HEZZZN\FA=TRHINEABRE - "RFE

416,000 shares of the Company’s securities on the Stock Exchange at an Bt X FTBE Bl 416,000 G AR A EIRES - Rt HMERZ
aggregate consideration of HK$313,840 before expenses. The monthly HREREN 313,840 - B ABERND ZF 153
breakdown of shares repurchased during the period was as follows: N

The highest The lowest Aggregate
Month of Number of price paid price paid consideration
Repurchase Shares per share per share paid
(month/year) Repurchased (HKS) (HK$S) (HK$)
e A5 BaE BRIEE RELHE
(B/%) BEROHE (BRB%) (BRE®) (FB%)
1/2008 416,000 0.76 0.74 313,840
Total 4REL 416,000 313,840

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 six months ended 30 June 2008.

BRI MBERIFE - BEERMEERZZHED
BAEEABEOME  MRHBRMANZEESEAR
EER - ROEBREFERRESRREENRMIE
d o

B bR BECZTN\FRA=THIEZR
BEAR > AABSEEAMBERARMERE - BE=x
HEERARE LHES o
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MODEL CODE FOR SECURITIES TRANSACTIONS

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

AUDIT COMMITTEE

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

The unaudited interim condensed consolidated financial statements of the
Company for the period ended 30 June 2008 have been reviewed by the
audit committee before recommending it to the Board for approval.

CODE ON CORPORATE GOVERNANCE PRACTICES

In the opinion of the Directors, the Company has complied with the code
provisions of the Code on Corporate Governance Practices as set out in
Appendix 14 of the Listing Rules during the six months ended 30 June
2008.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from Monday, 8
September 2008 to Tuesday, 9 September 2008 (both days inclusive),
during which period no transfer of shares will be registered.

Dividend warrants will be despatched to shareholders on or about
Wednesday, 17 September 2008. In order to qualify for the interim
dividend, all properly completed transfer forms accompanied by the
relevant share certificates must be lodged with the Company’s Registrars
in Hong Kong, Tricor Abacus Limited, at 26/F Tesbury Centre, 28 Queen’s
Road East, Hong Kong not later than 4:00 p.m. on Friday, 5 September
2008.

By Order of the Board
Li Kei Ling
Chairman

Hong Kong, 21 August 2008

HHERZHNRESTA

ARRIERME B FE R LRI EWRA)
M8 TE LM BETAESETESXHNRESTR
(MEEFRIDIERESEEARAIESFNITRTH -
REHARNBDERELNEESHEK - EERARE
BENETHA—BEETRETRIFTRERER -

EREES

AARREETRANEI216& - AEMAREEREE
MIEERRBIENAMEENIEZEZE S - BRE
SEREZRARAELIFNITES -

]

\

ARRHEZZN\FANA=TRHIENREEZEH
OB BREANEREEST e e AEREES

EERA MBRE-TEN\TAASTELAEAS
R AR -EET ETRAKS e R EA
BRPRIFEZ FRE -

EENERDBFES

ARRMR_ZENFAANBES —ZEZ-TF/\Fh
ANER—(BEEMRBEEAR) - BEEIERHBEF
BRFE-

REBENE _ZTTZNFAATLRERN=FETK
R o RERERTHRE - AARBP ZRENBEER
BROKRFREERE R -_ZTZN\FALARBEHRT
FORIER  REARARMDBPELR  BEER
NER28F D EER O26IE SERBEBRIA -
BRPERFE -

KEE=D
TH®
E

&% —FT/\F\A=+—A
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Condensed Consolidated Income Statement

IGEERER N E
For the six months
ended 30 June
BEAA=tTHLEREA
2008 2007
—EBENEF —ETLF
(Unaudited) (Unaudited)
(REER) (REeEZ)
Notes RMB’000 RMB’000
B =% ARBTT ARBETTT
TURNOVER =E 20 S 456,118 437,202
Cost of sales SHEKA (334,133) (339,226)
Gross profit EF 121,985 97,976
Other income and gain E g A Rz 3 2,759 1,076
Selling and distribution costs HERDIHER (39,683) (30,525)
Administrative expenses TERE A (21,777) (18,072)
Other expenses Hb & A (10,027) (4,347)
PROFIT BEFORE TAX BR#% Al A 4 53,257 46,108
Tax BiE 5 (4,324) 4,712)
PROFIT FOR THE PERIOD ZHA R A 48,933 41,396
Attributable to: AN B IRELS ¢
Equity holders of the parent B ARERFEAA 48,863 41,356
Minority interest DER R R 70 40
48,933 41,396
DIVIDENDS B 6 12,571 11,804
EARNINGS PER SHARE BARSEREFEA 7
ATTRIBUTABLE TO EEERER
ORDINARY EQUITY
HOLDERS OF THE
PARENT
— basic, for profit for the period — HA - AR R FEE RMB0.0616 RMB0.0516
— diluted, for profit for the period — 5% - URERRFFE RMB0.0612 RMB0.0513

DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED
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Condensed Consolidated Balance Sheet

RS EERER

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

Construction in progress
Prepayments

Intangible assets

Deferred tax assets

Total non-current assets

CURRENT ASSETS

Inventories

Trade and notes receivables

Prepayments, deposits and
other receivables

Financial assets at fair value through
profit or loss

Cash and cash equivalents

Total current assets

CURRENT LIABILITIES
Trade and notes payables
Other payables and accruals
Income tax payable

Total current liabilities

Net current assets

Total assets less current liabilities

EQUITY

Equity attributable to equity holders
of the parent

Issued capital

Reserves
Proposed final dividend

Minority interest

Total equity

Notes
B =E

FREBEE

ME - BB R EHE 8
T A

IR

Taft 5k

EREE

EEFIEE E

FERBEERRE

hRBEE
& 9
FEWE 5 R RIEFIR 10
BN e REM

FEUHIR
BASERARRRK

ZBEE
RekReEED

MENVE BT

REEE

JENE B R EEFRIEA 11
Hib e R ETaE

FERTETIS R

RENREEE

MENVE EF A

EEABERABES

b

BAREREFEA

LR

BEITIRA 12
&

PRk AR HARR B

DHR RS

A

30 June 31 December
2008 2007
—EENF —TTF
NA=+B +=-A=+—H
(Unaudited) (Audited)
(REER) (BER)
RMB’000 RMB’000
AR®TF T ARETTT
215,227 223,017
23,338 23,225
26,513 10,496
26,072 26,072
14,493 14,632
797 868
306,440 298,310
190,647 124,435
343,869 341,170
20,668 5,752
4,774 4,888
63,891 76,843
623,849 553,088
310,342 247,407
17,411 22,843
4,992 2,142
332,745 272,392
291,104 280,696
597,544 579,006
84,308 84,241
512,588 465,887

- 28,224

596,896 578,352
648 654
597,544 579,006
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Condensed Consolidated Statement of Changes in Equity

BEECE R 53 - B

FOR THE SIX MONTHS ENDED 30 JUNE 2008

At1 January 2007

Exchange realignment

Net profit for the period

Exercise of share options

Shares repurchased and cancelled

Diviclends paid to minority
shareholder

Final 2006 dividend declared

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

Equity-settled share aption
arangements

At 30 June 2007

At1 January 2008

Exchange realignment

Net profit for the period

Exercise of share options

Shares repurchased and cancelled

Diviclends paid to minority
shareholder

Final 2007 dividend declared

Dividend on shares issued for
employee share options exercised
after 31 December 2007

Equity-settled share aption
arrangements

At 30 June 2008

HoERCF--A
3
A8
R
HER

BftRERE

ER_ERERERE

ZERETZA=1-A
B RRRERS
RiAtRE

IRE R B

R-FRLERAZTR

R-ERNE-A-R
[3F
AR
fiERnE
BOREHRD

Bff8RRRE

SE-FRLERHRE

“2RLEHZA-R
K ROERBREET
RiiBe

RE R R

R-ZEN\ERAZTA

HE-ZTN\FRA=THIEREAR

(Unaudited)
(%20
Attributable to equity holders of the parent
BRIRERAARERE
Issued Share  Capital Share Statutory  Exchange Proposed

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

LG g% BRE i Ed R URR
Bk BfHEE  HERRE fif  4AE% MEE  REGRE REEW  AERS it & EslE
RMB'000  RMBOO0  RMB'00  RMBOO0  RMB'O0  RMB'000  RMBOO0  RMBOOO  RMB'OO0  RMB'000  RMBI0O0  RMB'000
ARETT ARETT ARETR ARETR ARETR ARETR ARETR ARETr ARETR ARMTR ARETR ARETR
84791 69,160 194 1902 100175 8277 33 189207 13654 512,067 790 513047
- - - - - - (19 - - (19 - (19)
- - - - - - - 136 - 436 0 H3%
507 3,002 - (678) - - - - - 2931 - 2,931
- - - - - - - - - - (67) 67)
- - - - - - - - (13654 (13654 - (13654)
= = = = = = = (69) = (69) = (69)
- - - 386 - - - - - 386 - 386
85008 72,162 194 170 100175 8277 191 230518 543019 763 543782
84,241 65,370 1249 2208 100175 63,183 (037 238769 2824 57832 654 579,006
- - - - - - (2,726 - - (2,726) - (2,726)
- - - - - - - 48888 - 48883 0 4893
105 613 - (119) - - - - - 603 = 603
(39) (249 3 - - - - (%) - (286) - 286)
- - - - - - - - - - (76) (78)
- - - - - - - - 824 (282 - (82
- - - - - - - 2 - 2 - 2
- - - 336 - - - - - 3% - 3%
84308 6573 1287 2429 100175 63,183 (7,763 287,572 - 596,80 648 597,544
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Condensed Consolidated Cash Flow Statement

EREHREERER

Net cash inflows from operating activities
Net cash outflows from investing activities
Net cash outflows from financing activities

Net (decrease)/increase in
cash and cash equivalents

Cash and cash equivalents at 1 January
Effect of foreign exchange rate changes, net
Cash and cash equivalents as 30 June

ANALYSIS OF BALANCES OF CASH
AND CASH EQUIVALENTS

Cash and bank balances

Short term deposit

RETESMRERAFE

REEHMRSRHFE

BERBNRES AL FE

RekReEEBYORD), MEINFRE

R—A—BBREIREEEY

PE R B H) o BT

RANA=ZTENRERREFED

RERRESENEHRIN

B RIRTTHER

FEERIRIT R

For the six months
ended 30 June
BEAA=THLEREA

2008 2007
—EENF —ETLF
(Unaudited) (Unaudited)
(RBEX) (RigE%R)
RMB’000 RMB’000
AR®TR ARBFIT
36,068 39,929
(20,164) (5,381)
(28,034) (10,8593)
(12,130) 23,695
76,843 44,023
(822) -
63,891 67,718
45,097 53,389
18,794 14,329
63,891 67,718
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Notes to the Interim Financial Information

o 50 Bt 7 R B R

BASIS OF PREPARATION AND IMPACT OF NEW AND
REVISED INTERNATIONAL FINANCIAL REPORTING
STANDARDS

Basis of preparation

The unaudited interim condensed consolidated financial statements
for the six-month period ended 30 June 2008 (collectively defined as
the “interim financial information”) have been prepared in accordance
with International Accounting Standard (“IAS”) 34 “Interim Financial
Reporting” issued by the International Accounting Standards Board and
applicable disclosure provisions of Appendix 16 of the Listing Rules of
The Stock Exchange of Hong Kong Limited. They have been prepared
under the historical cost convention, except for financial assets at fair
value through profit or loss which have been measured at fair value.

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

The interim financial information does not include all the information
and disclosures required in the financial statements, and should be
read in conjunction with the Group’s audited financial statements for
the year ended 31 December 2007.

Impact of new and revised International Financial Reporting
Standards

The accounting policies adopted in the preparation of the interim
financial information are consistent with those followed in the
preparation of the Group’s financial statements for the year ended
31 December 2007, except for the adoption of the new and revised
International Financial Reporting Standards (“IFRSs”) and International
Financial Reporting Interpretations Committee (“IFRIC”) interpretations
as noted below:

IFRIC 11 —IFRS 2 — Group and Treasury Share Transactions

IFRIC 12 — Service Concession Arrangements

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

The adoption of these standards and interpretations did not have any
effect on the financial position or performance of the Group.

fim B EL B K2 T BT I ARAE BT BV B R B B R

HERE

RREE

BE_TT/\FRNA=1H LN E A BEHARE
BZEAE G MM BEER (0 [hHMBE
£ HIREEERE e E R B e mmr(EERE
FHERDSE 345 [P B BHRE | MAABERN
(BEEBMERZ AR ARZES LETHANDK
16WBERTERE - BIRARBEFELLAIEE
RZVBEES - T AT E R THREE L AR
AR -

EEERERAENABRETERIEI4FENT
HPBERRELE S RRER - UREE
BE - WAMSTHUBEAEE A RDENREHR
BB ENHE - A RRR - BRAERARE
BRINEETEEE -

M IEE AR BRFE SRR ERFEN
FEER - AtHEREESAEREE_FT
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Notes to the Interim Financial Information

Fp 50 B 75 KL BT RE

SEGMENT INFORMATION 2. oEER
The Group is principally engaged in one business segment, the REBFELE—AER, BIFME | £ERE
development, manufacture and sale of medicines, and most of its BEYER , MERNTDEEEBREEIUR
operations and assets are located in Mainland China. Therefore, no REBRRE - Bt - WP B D E KRS
business segment or geographical segment is presented. £ o
TURNOVER, OTHER INCOME AND GAIN 3. B HMWARKZ
For the six months
ended 30 June
BEARA=THLREA
2008 2007
—EENF ZETLF
(Unaudited) (Unaudited)
(REBEX) (RE&EZ)
RMB’000 RMB’000
AR¥TT ARBFIT
Turnover B
Sale of goods HEE M 456,118 437,202
Other income Hipl A
Bank interest income RITFEMA 641 478
Dividend income from financial assets at ~ EAAERABEEXZ
fair value through profit or loss g & EREMA 81 21
Government grants B BER 350 50
Tax refund for reinvestment BIRERRER 1,265 -
Others HAh 322 241
2,659 790
Gain Wz
Gain on disposal of financial assets at HEZRAABELABRRZ
fair value through profit or loss B 7% & B s 100 286
2,759 1,076
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4.

>k

PROFIT BEFORE TAX

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

Cost of the inventories sold

Depreciation

Recognition of land use rights *

Research and development costs:
Amortisation of intangible assets**
Current period expenditure

Minimum lease payments
under operating leases:
Buildings

Employee benefit expense (including
directors’ remuneration) :

Wages and salaries

Retirement costs

Accommodation benefits
Equity-settled share option expense

Foreign exchange differences, net***

Impairment of trade receivables

Write-down of inventories to
net realisable value

Fair value losses/(gains), net:
Financial assets at fair value
through profit or loss

Loss on disposal of items of property,
plant and equipment

BEEFERA

e

T ol PR RERR

I RFREAA
B EEHE
ZNEAR sz

REERH 2 REES
BF

BERMNFX
(BREZMZ) :

TERF=
RIRECAR
EERF
VAR A S A5 B i P i B S

EE%%E ’ ;\%g\ Kk
R 5 HORR
FEMAE TR EE

RAERE /(W) FE
BARERABRRRZ
MEE

HEME - BEK
wiEERENER

The recognition of land use rights for the period is included in “Administrative
expenses” on the face of the condensed consolidated income statement.

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

The foreign exchange differences, net for the period is included in “Other
expenses” on the face of the condensed consolidated income statement.

4. BRBLADGRF

BREBATE M ISR, (GEA) THIRBREE

For the six months
ended 30 June
BEAA=THLEAREA

2008 2007
—EENF —ETLF
(Unaudited) (Unaudited)
(REER) (REER)
RMB’000 RMB’000
AR®TR ARBFIT

334,133 339,226
11,436 11,566
182 154
428 281
7,896 5,845
8,324 6,126
1,014 789
34,990 22,073
2,696 2,067
1,060 706
340 386
39,086 25,232
(1,908) 228
400 -
1,795 =
704 (526)
60 108

Y AEREe L AR AMB A HABRE [T

2/

* AERSELEEMET ARG HHERN [HbE

Al

o RHREVEE S EBRF AT AR A G AE R [ A

Rl e
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5. TAX 5. BiE
For the six months
ended 30 June
BZEAA=1THIEAREA
2008 2007
—EENF ZETLF
(Unaudited) (Unaudited)
(REER) (REeEZ)
RMB’000 RMB’000
AR¥T T ARBFIT
Current income tax EHIPS
Current income tax charge EHMEHEZH 4,297 4,398
Adjustments in respect of current EEREFEER
income tax of previous years FriS#iza%E (44) 136
Deferred income tax IEERIE 71 178
4,324 4,712
No provision for Hong Kong profits tax has been made as the Group AR SR BN A BRI R 08 I 8 22 A JE AR T i
had no assessable profits arising in Hong Kong during the period. B - I EREBRISTIEL B o R BIRRE
Taxation for the subsidiaries in Mainland China is calculated on 2 BB A B B I8 T AR HR AN B R 5 R AR A Ut
the estimated assessable profits for the period at the rates of tax B IRAEBENE R RS EEBAE I 2 RITE
prevailing in the locations in which the Group’s subsidiaries operate, Z EBERIEF  UEZERREMmMTE -
based on existing legislation, interpretations and practices in respect
thereof.
6. DIVIDENDS 6. KRE
For the six months
ended 30 June
BZEAA=1THILAEA
2008 2007
—EEN\F —ETLF
(Unaudited) (Unaudited)
(REBEX) (RE&EZ)
RMB’000 RMB’000
AR¥T T ARBTIT
Dividend pertaining to the prior year HESA=THLEEA
declared in the six months ended 30 June FIRMWEFERE 28,246 13,654
Interim — HK$0.018 (2007: HK$0.015) FHY: BRTEREE0.0187T
per ordinary share (Z=Z 4. 8%0.0157T) 12,571 11,804
On 21 August 2008, the Company declared an interim dividend ARARN_ZEENFNA-_+—HEREZ_-Z
for the year ending 31 December 2008, at HK$0.018 per share, ZN\F+_A=+—HIFENFHREZRE
amounting to a total sum of approximately HK$14,290,500 (equivalent #0.0187T * & FH LB 14,290,500 70 (49418 E
to approximately RMB12,571,000). RAR¥12,571,0007T) °
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EARNINGS PER SHARE

The calculation of basic earnings per share for the six months ended
30 June 2008 is based on the net profit attributable to ordinary equity
holders of the parent of RMB48,863,000 (2007: RMB41,356,000)
and the weighted average number of 793,670,154 ordinary shares
(2007: 802,090,718 ordinary shares) in issue during the period.

The calculation of diluted earnings per share for the period is based
on the net profit attributable to ordinary equity holders of the parent of
RMB48,863,000 (2007: RMB41,356,000) and the weighted average
number of 798,351,527 ordinary shares (2007: 806,692,166 ordinary
shares) in issue during the period after adjusting for the effect of

dilutive options.

MOVEMENTS IN PROPERTY, PLANT AND EQUIPMENT

During the period, additions of property, plant and equipment
amounted to approximately RMB3,638,000 (2007: approximately
RMB1,761,000). During the period, items of plant and equipment with
net book value of approximately RMB137,057 (2007: approximately
RMB108,000) were disposed of.

INVENTORIES

Raw materials B R
Work in progress fERM
Finished goods IR

BHE-_ZTZN\FAA=ZTHLEANERNEAS
RBF HIRE AR L BEREETAE ARG F R
FARMA8,863,000 (=TT LF: AR
41,356,0007T) AR AR A BB /T ERR 2
B AE F 15 A% #793,670,154 8 ( — T T + 4 ¢
802,090,718 %) Mat# -

AR SRR YIRE AR T BEREREE
AFEEF5F A R 48,863,000L( Z T T4 ¢
AR 41,356,000 70) A KA HRE B 21T E R
2 DN 15 B 28 798,351,527 Bk (= BT L 4F ¢
806,692,166 %) 5t & - W3t B #HIEA 2 B AR
T LA o

ME - BMERREZEEH

AEE AEZUVE BELRKEBEENOS
AR#3638000T(—TF+F : HEARK
1,761,0007T) ° ANHAR - HE 2 KB MR HIE B

BRERENAARKE137,057 T(ZET+E : 4
E AR 108,0007T) °

FE

30 June 31 December

2008 2007
—EENF —ETLF
AA=+H +Z=ZHA=+—H

(Unaudited) (Audited)
(REER) (BE%)
RMB’000 RMB’000

AR®TR ARETTT

30,510 19,207
61,802 87,584
98,335 17,644
190,647 124,435
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10. TRADE AND NOTES RECEIVABLES 10. BERESZREERIE
An aged analysis of the trade and notes receivables as at the balance REZHHR - REEANERE S KEBHKIE
sheet date, based on the invoice date, is as follows: BRECDATZAT

30 June 31 December

2008 2007
—EENF —ETLF
ANA=tH +ZA=+—H

(Unaudited) (Audited)
(REERX) (B&EZ)
RMB’000 RMB’000

ARBTT ARMET T

Trade receivables FEWE 5 FIE
Outstanding balances with ages: REREREI D B M R EREE
Within 90 days 90HA 135,866 136,506
Between 91 and 180 days 91 £ 180 H 18,763 5,463
Between 181 and 270 days 181 £ 270 H 510 1,002
Between 271 and 360 days 271 £ 360 H 429 67
Over one year —F U E 402 49
155,970 143,087
Notes receivables eSS/
Outstanding balances with ages: REREREI D B M R EREE
Within 90 days 90HA 146,377 114,721
Between 91 and 180 days 91 &£ 180 H 41,522 83,362
187,899 198,083
343,869 341,170
The Group’s trading terms with its customers are mainly on credit. AEEFZREEINEEFLPRS - EEH—&
Invoices are normally payable within one month of issue, except for AHA—EA  MEERFRAAIERE=(EA -

major customers, where the terms are extended to three months.
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11. TRADE AND NOTES PAYABLES 1. BENESZREERER

An aged analysis of the trade and notes payables as at the balance REZHHR - REEANENE S KEBFIE

sheet date, based on the invoice date, is as follows:

FREC AT -

30 June 31 December

2008 2007

—EENF —ETLF

ANA=tH +ZA=+—H
(Unaudited) (Audited)

(REER) (B&ER)

RMB’000 RMB’000

AR¥TR ARBFIT

Trade payables BB 5508
Outstanding balances with ages: RARECE] D) B (M R BREE
Within 90 days 90HA 78,800 41,813
Between 91 and 180 days 91 & 180 H 1,944 14,841
Between 181 and 270 days 181&270H 1,047 213
Between 271 and 360 days 2712360 H 1 130
Over one year —F U E 104 246
81,896 57,243
Notes payables FERNEBFIE
Outstanding balances with ages: RARECE] D) B (M R BREE

Within 90 days 90HA 142,792 107,161
Between 91 and 180 days 91 & 180H 78,989 83,003
Between 181 and 270 days 181&270H 6,665 =
228,446 190,164

310,342 247,407

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.

FERISRIRTOANFT B R — AR 0+ B RRRR B34
- BNESRREFRZREEREAFEE

GEE=IE
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12. SHARE CAPTIAL 12. B
Number of shares Amount
RAEE it
30 June 31 December 30 June 31 December
2008 2007 2008 2007
“ZENE —ETLE “BENE —ETE
~A=tH +-A=+—H ~A=t+H +-A=1+—"H
(Unaudited) (Audited) (Unaudited) (Audited)
(REEX) (BER) (REER) (BER)
HK$’000 HK$'000
BRI BT
Ordinary shares of HK$0.1 each BREESE—=2TER
Authorised: EERA - 10,000,000,000 10,000,000,000 1,000,000 1,000,000
Issued and fully paid: BERITRERRD :
At the beginning of the period/year R34,/ &) 793,172,000 799,140,000 79,317 79,914
Shares repurchased and cancelled B[R KRR D (416,000) (11,084,000) (42) (1,108)
Shares issued upon exercise IR ER
of share options BIRG 1,160,000 5,116,000 116 511
At end of the period/year PRI AR 793,916,000 793,172,000 79,391 79,317
Equivalent to RMB'000 FBEARETT 84,308 84,241

During the period, 1,160,000 share options under the Company’s
share option scheme were exercised. Accordingly, 1,160,000
ordinary shares of HK$0.1 each were issued as a result of exercise of

share options.

The Company repurchased 416,000 shares on The Stock Exchange
of Hong Kong Limited at an aggregate consideration of HK$313,840
before expenses. The repurchased shares were subsequently
cancelled. The nominal value of the cancelled shares were transferred
to the capital redemption reserve and the premium payable on the
repurchase was charged against the share premium account.

RZANERR » 1,160,000 AR I AN Bl B A AT &
ZEEMRHEC EIT(E o Btk 0 1,160,000 BREEE
EBE —2 2 EERE RZ S BRI T Mm%

7

ARABRERBHARZAERAFEE 416,000
RARE G - BREAATARER 313,840 /8
7T e U ERORBEREREE - SEHROE
BR S 5R B B RS 8 ANE @ (7 6 N B 3 A 1)
SAENREERARMAREER
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13. SHARE OPTION SCHEME

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

Movements of Company’s share options under the Scheme during
the period are as follows:

13.

BRETE

ARRR—BERETE ([rE DIERET
RAEEEB 2KINELERNEERZ2EA
T(BRARFTNES - AEENRE RRE
EFMAERNEMA BRSEE) &R & 2R
ZETERZTEE=F AT BERR - WHZ
B TFABY  BEE-ZT—=FA=-+H
1k e

BN AHIEB AR &R E M T

Closing price of the
Number of share options Company's shares (c)
EREzR KAARBUHER()
Name or $5% At Granted Exercised Lapsed A3 Dateofgrantof Exerciseperiodof  Exerciseprice Atimmediate date
category of %% January during during during the Jung  share options (a)  share options of share hefore
participant ] 2008 the period the period period (d) 2008 (dd/mmlyy) (dd/mmyy) options (o) the grant
Riike ke
H-gENE K58 KHE KHE H-gENE A i EkE RiEhE
-f-f ERb B B4H0 ABZtR (B/A/E (BAE ) %
HKS HeS
it it
Director £
Mr. Gao Yi v 900,000 - (300,000) - 600,000 28112104 28/12006-212A0 058 059
3,000,000 - - = 3,000,000 Q4/04/07 0/04/08-03/04/13 071 070
3900,000 - (300,000) - 3600,000
Other employees e
Inaggregate & 2,500,000 - - - 2,500,000 1704 17/1/0-16/1A0 083 062
11,280,000 - (860,000) (140,000) 10,280,000 28112104 28/12006-212A0 058 059
800,000 - - - 800,000 100107 01/09/07-31/08/12 072 068
4,500,000 - - - 4,500,000 Q4/04/07 0/04/08-03/04/13 071 070
1,300,000 - - = 1,300,000 10/07/07 - 10/07/08-09/07/43 080 080
- 800,000 - - 800,000 01/02/08  01/02/09-31/01/14 074 074
20,380,000 800,000 (860,000) (140,000) 20,180,000
Other participant 2ho5z 400,000 - - - 400,000 06/05/05 05/05/06-04/05/09 050 049
24,680,000 800,000 (1,160,000} (140,000) 24,180,000
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13. SHARE OPTION SCHEME (CONTINUED) 13. BT 8 (&)

(@ 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.

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$0.76
and HK$0.77 respectively.

For the six months ended 30 June 2008, 800,000 shares options
were granted and no share options were cancelled by the company.
At the balance sheet date, the Company had 24,180,000 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
24,180,000 additional ordinary shares of the Company, additional
share capital of HK$2,418,000 and share premium of HK$13,200,400
(before share issue expenses).

(@) MBEENBEBHARNAHETESMR
Rl -

b) fEETHRIBEITAREIARBRAHLR

HAURLIEE - AR (T EA T 5L
B/ -

(© METHBREN—RAFRENARERND
ERSRERTREEERM—ERSA
B S FTICTIE -

(O ERXESSERY - BERERESRF
M FIAKRRL -

REEBRAETTE AHATREN AR RN ER
RN R R ELRRI R A B ETT(E B HiA0
— BHOBE R AR (D T BRI T8 - EE R
Hit@EEITENRBEREREEITERA—R2
IniEFEBRD T ED B AEE =N IL B
=l

HEZZTZT)\FAA=THLARER  AARFR
£ 800,000 17 8 Az Bz 7 4% ok 68 (] B AR © 1A
HER - ARRIREEIRE24,180,00017 B
REMARITEE » RERANREINZ B BB ETR
1DH) 3% ° RIBEARR ARG EARLEE - BEITE
BR T VBB R B SR A RIRESINEE 1724,180,000
G e S B A K% 7EE A 7 2,418,000 JTEE SN AR AN
78 13,200,400 7T AR 17 ¥4 B (R 5T AR 19 3 17
%) e
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13.

14.

SHARE OPTION SCHEME (CONTINUED)

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

valuation model used. The following table lists the inputs to the

13.

BRETE (&)

BT ABAGEENRBEENAABIRE TRK
BE RS - SR HERA AR - e
BT BRI R R (51 © R B B &P
ERNBEREXFERS  FREELSSIE
KD RAFEERZE » TR HZAER B8 A B
=

model:

Date of grant R A 17/11/2004  28/12/2004 5/5/2005 10/1/2007 4/4/2007 10/7/2007 1/2/2008
Dividend yield (%) REE(%) 6.94 7.53 8.92 6.05 5.87 5.14 5.95
Fxpected volatiity (%) TEHIE (%) 47 46 47 43 43 43 43
Historical volatility (%) BERE (%) 47 46 47 43 43 43 43
Risk-free interest rate (%) EERATBE (%) 2.76 291 2.90 3.70 4,05 4,63 2.20
Expected life of option (year) — EBREBHEH(F) 6 6 4 6 6 6 6

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.

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

RESERVES

The amounts of the reserves and the movements therein for the six
months periods are presented in the interim condensed consolidated
statement of changes in equity on page 20 of the interim financial

information.

(i) Contributed surplus
The contribution surplus of the Group represents the difference
between the aggregate of the nominal value of the paid-
up capital of the subsidiaries acquired pursuant to the group
reorganisation, over the nominal value of the Company’s shares

issued in exchange therefor.

14.

BREESFHIRBBEDFNELERNE

BR 38 1 R 0 AT B R AR SR B A RER
AV ZERER -

HERIRB

WEEMRTEBENSRIARABNTEE
M o

(E4i]

RANEAENRESE MBS EHN P BTG
BHE 20 AMBAS HIESEBRA °

i) BWAEER
AEBNMABBRIEEEEHEMKENE
REINFHERABEEEARR R RRRE
BRI TR AR AR (D EEM Z58
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14. RESERVES (CONTINUED)

(ii)

(iii)

Statutory surplus reserve ( “SSR”)

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

capital.

Exchange fluctuation reserve

The Exchange fluctuation reserve is used to record exchange
differences arising from the translation of the financial statements
of foreign subsidiaries.

15. COMMITMENTS

(a)

(b)

Operating lease commitments

At 30 June 2008, the Group had total future minimum lease
rentals payable under non-cancellable operating leases falling
due as follows:

Within one year —FR

After one year but no more —FBETZR
than five years RE

More than five years AFNAE

Capital commitments

Capital expenditure for the acquisition of plant and machinery:

BETA) - BRIERE
S - BRETAY

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

14. %% (E)

(ii)

(iii)

15. &iE

(a)

EEBBRATRE

REFBERARELTEMBARNARE
2 hENEARSEARTEAREE
R BEBIRRTE 10% DEEEE R

HAEE  BEEEEABRATESEDHE
Bt BB 2 Rl R & AN B 50% © #RVEATE B R
RES A E R RBRA IR IR - 1EE
AAEIR B EREE N R E R B ANH) 25% ©

PE R B R T RIS R BN B A
BT IRRTE L E L Z5 -

EEEERIE

BE_ZTN\FRA=1TH  TEERE
RIS L BN B &R RN RIER
ERIEAAZEINT ¢

30 June 31 December
2008 2007
—BENE —ETLF
ARA=t+A TZA=1—H
(Unaudited) (Audited)
(REER) (BE%)
RMB’000 RMB’000
ARET T AREFIT
1,858 2,143
1,210 1,727
55 -
3,123 3,870
(b) EAEE

BERE RS 2 BN R
53,066 11,872
69,994 91,987
123,060 103,859
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16.

17.

RELATED PARTY TRANSACTIONS

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

Compensation of key management personnel of the Group:

EHEEREN
RIKIEAER
VAR AR ST 7T 5

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

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES

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.

Foreign currency risk

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 8% of the Group’s sales for the
6 months ended 30 June 2008 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.

16. BERRS

RERE - AEBBUTERBETRS:

AEBEEZZEEAESMHE:
For the six months
ended 30 June

BZEANA=1tHILAEA
2008 2007
ZBENF T LF
(Unaudited) (Unaudited)
(REEER) (REeEZ)
RMB’000 RMB’000
AR®BTT ARBT T
1,848 2,040
37 42
95 112
1,980 2,194

17. cREREEREEREER

AEEHBRKESFENENE SHRIASE M
ERMBEERAE  WIREKLEERES -

AREE T TEFMS M E 2R RINERE -
FEERBREABEZRER - LT REFSRNIL
AR EE LM BARROBRZME -

SN LB

AEBERPBERENII EERNERRE - R
- AREIESERSEERR - ARERBRKE
IAZR SR B 6 B KPR B R RUA AN R EITh BE B
MINZ EEITZHE - BE_TENFRA
=T RIERER - REEL8% 2 HETIAKRE
BINEE B IAIN 2 BREEHE - RUKEITIREE R A
Shz Gk - AEBRAREZEERE TRT
AR RTIREEH
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17. FINANCIAL RISK MANAGEMENT OBJECTIVES AND

POLICIES (CONTINUED)

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.

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.

17. SEEMREEREREE (&)

FERR
AEEERZEEEVENFE=FETRS - &
RAEBENBER - ARREERETRINE
P MEAKRBEERERRFR  HAEE - I
SN REE SR EERBUTIRRAERIBER
MAEEHRRRERIL AEK

IEBAREEMMBEENEERR P e
BHRe RERER - ERKFIRRIZA A B
ABSENMBEE - ARBERHTENMES
MEERR - LRESNZETANKEE -

HRAREEEZES %E%%%%%FI%E’U%E
FETRS  WAFEEAER - EHEERE
mEF/XHHFER Iﬁtﬁ%l?ﬁﬂﬂ%fﬂﬂ
EREHEERME -

FEFEFBREAEEERDESFETE &R
HESERNER - WTASZEEEMBITAR
MBEE(WRKE SRFOHEIH B IARIRA KL
BEBNERRERE -

INTERIM REPORT 2008 35  —ZZ /\fhfifhs



Notes to the Interim Financial Information

o 50 Bt 7 R B R

17.

18.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
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 for the
six months ended 30 June 2008.

APPROVAL OF THE INTERIM FINANCIAL REPORT

The interim report was approved and authorised for issue by the
board of directors on 21August 2008
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