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Corporate Information

ARIER
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Group Structure

REEERERE

Dawnrays Pharmaceutical (Holdings) Ltd.

L o+~ =
RERHERBRAA
(incorporated in the Cayman Islands with limited liability)
(RFASRSTMARINERRIF])

Listed on the Main Board of SEHK (Stock Code: 2348)
ERBRPTEM BT (RS 2348)

100%

Dawnrays International Co. Ltd.

RizEFRAERA R

(incorporated in the British Virgin Islands with limited liability)
(REBER R SEMAZERAE)

100%

Dawnrays International Co. Ltd.

RinBERROBRAF

(incorporated in Hong Kong with limited liability)
(REBEMAZNERAT)

100% 100% 100% 100% 92%
Suzhou Dawnrays Suzhou Dawnrays Chemical Dawnrays Pharma Pha%:(’;ﬁﬁ;:\g}gg and Shanghai Dawnrays
Pharmaceutical Co., Ltd. Co., Ltd. (Hong Kong) Ltd. Technology Co.. Ltd Qhemical Co., Ltd.
BRINRINREBR AR BRI L THR AR RIGAEEB)BRDR] g (Fﬁ%@%%éﬂ%%*ﬁﬁﬂﬁﬁl EERIN L TERAR
100% §

Guangdong Dawnrays
Pharmaceutical Co., Ltd.

ERRHREZERAR
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Financial Highlights

MBRE

The board of directors (the “Board”) of Dawnrays Pharmaceutical Rinw (ZR)BRAR(ARR D 2EEG([EF
(Holdings) Limited (the “Company”) is pleased to announce the unaudited EURREARAFREWB AR (FE [ AEE )&
consolidated interim results of the Company and its subsidiaries EZFTNFRNA=ZTHIEAER ((REE]) 2 K4
(collectively, the “Group”) for the six months ended 30 June 2009 (the BEREMEE WEXBECLAARABZEES
“period”). These interim results have been reviewed by the audit committee B e

of the Company.

For the six months ended 30 June 2009 2008 Change
HEANA=THILNEA —EBNF T NF 2
Unaudited RMB’000 RMB’000 %
RESEZ AR®TT ARBFIT %
Revenue 495,550 456,118 8.6
WA

Gross Profit 142,541 121,985 16.9
EM

Profit before tax 66,195 53,257 24.3
FRA A5 A

Profit for the period attributable to equity holders of the parent 51,117 48,863 4.6

BRREERE ARG A RS

Earnings per share — basic (RMB) 0.0656 0.0616 6.5
BREN -ER(ARE)

Interim dividend per share (HKS) 0.018 0.018 0
BRPERE CBH)
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Chairman’s Statement

ERE®mE

The sustainable development of the business of the Group is built on AEEEBHIHETRRE  EREEKTHELY

our long-term commitment to the regions where our business is located. REFAGE - BRSHERHEREIEY - ¥t es
Whether business environment in the regions is favourable or not, we still TREE T SRR AR o

bring economic and environmental benefits to the society.

For six years since its listing, the Group not only pays increasing attention EWRFENR - AEBTNMEAREIESR LAKES
to its financial statements, as the conventional tool of measuring the NAFEREERBRBOMBHRE  TERKERY
results of the Company and the performance of its management, but also REEMIRBENER - FRANNRBEERETET

puts emphasis on contribution to the overall society and the environment. E=MBEETEMEREBONERT - BT EEEIEMN
Facing the uncertainties generated by both domestic and international FREEREUIN  BRMBRHFRETENTRRR
macro-economic factors as well as industry-specific challenges coming EREEEENISNEL BN ARKEEFIIEEN
from the pharmaceutical sector, we focus on the business operation and Bl °

professional management in order to maintain a stable operation of the
Group. Furthermore, we formulate conservative development strategies
and actively adapt changes of the pharmaceutical market in order to strive
for good returns for our investors.

Following the implementation of the basic drugs system and the launch BEEERHNEREYFIENERMNABRENERE
of the supporting policies of new medical reform by the State, all primary BERMHE  SBEEBESM (FREUT) &g

medical units (county and thereunder) will adopt a unified tender system KRG —HBENEARTEBED - BEEBMEEER
in purchasing medical products thereafter. The change in the mechanism BB - DS B EHEERANAE - XEEER
of purchasing of medical units will definitely trigger an adjustment in —EAEENEFRECE(EFEERSTHE R

the model of marketing and sales of enterprises. As a major upstream B MBI EERED)  FTEH—EAFNEET
pharmaceutical enterprise (one with vertical and integrated production BB o FTA - BITE2000F EH F R & B -
capacity of intermediates, bulk medicines and powder for injections), the ZAERECEAENMMIGEE) - AMHB2ENE -
Group is encountering a new and changing primary market. Therefore, in TIT—  BRIERES -

the first half of 2009, we adjusted our marketing strategy while keeping

abreast of adjustments in the State’s policies and changes in the market.

We also strengthened our penetration in the market and moved forward in

exploring potential of new end-markets.

Currently, the Chinese Pharmacopoeia Commission is revising the Chinese BRTEIREEME B & IFA8R] 2010F R P B 5248 )
Pharmacopoeia 2010 Edition. According to market information, the new BHISER - ZRERKN2010FE i - AEBIL
pharmacopoeia will be implemented in 2010, which is the 9th edition of MEIREM - EEGRE - MMREHRT RIELH S
pharmacopoeia since the establishment of the State. The Board is in the BETH PR REMNEE 82 RKER
opinion that the new pharmacopoeia will impose a more stringent standard INFEHERMT AL ER A - EINEEAEMNER RS

on both the quality of drug types and the techniques of manufacturing, Mo It - RS BT 2008 F 2 F 2009 F L
and that it will also acquire domestic and foreign advanced technology HIRELAEEESERRE ([GMP) M TEMAE
and testing methods extensively to raise quality control and product AR REEE TIEW B R ©

safety standards. Therefore, in 2008 and the first half of 2009, the Group
regarded technological procedures and production criteria of Good
Manufacturing Practice (“‘GMP”) as strategic agendas.
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Chairman’s Statement

ERE®mE

PROSPECTS REARR

The Board considers that the pharmaceutical industry in the PRC is EXgRR PENEEEX  BE—ERBGEX
both a ‘sunrise’ industry and a pillar industry for the nation to achieve ME—EBEZREAN ME TemEFEE - £ ELKR
a “harmonious” society. The continuously expanding comprehensive SEATE RS K - FRHIRELMBEEZ13EA
national power of the PRC today, as well as the basic medical and AMEREEHERER  HREREEERKEEZEEEN
healthcare system covering the 1.3 billion population which has been BRANAR - Bt - PRBEEEXNSREERFER
launched recently will boost development and upgrade of the country’s MEE—FIEELENZOBEF S -
pharmaceutical industry. Therefore, the rapid development of the

pharmaceutical industry in the PRC is driving us, as modern business

organizations, for building the core competencies.

In fact, since 2000, sales income of the pharmaceutical industry in the EE L 2000FLAZK - FEIMEEEEHERAST
PRC has been growing by 20% annually, which is far higher than the FIER20% - BeRRASPEBANEERENTER
growth in gross domestic product (GDP) of the PRC in the corresponding 20085 BHEEXEHIXHEEEBEARKSOE67E
periods. In 2008, the pharmaceutical industry realised a gross industrial JC 0 AR 25.7% o RIEIMSTEA] - R R A5H 2011
output value of RMB866.7 billion, representing a year-on-year increase of FR AT REIREEM ©

25.7%. According to forecast of IMS, the PRC will become the third largest

pharmaceutical market in the world in 2011.

In terms of stages of development, the pharmaceutical market in the PRC WEREERRE - PRBEMIGERE T RITEFNE

has experienced two stages, namely the technological competition and BURHE) BFMERR BEEEMSEERELE
price (marketing) competition. With the development of pharmaceutical MK BIREEE—FNE  ERBELSE ER
market approaching a more mature state, supervision by the State has BB T BREHES c BERTEASHRILEMNEE

strengthened further with product tendering posing stringent control on Mm% AEETEZEREEERMRESKFEALE
the “price-cut promotion”. The Group not only has to advance production BHEN MAEFERAE UT-HEPHEZ :
technology and quality level to maintain competitive in the pharmaceutical

market where currently exists with huge amount of generic drugs, in

addition, the Board considers the following three strategic aspects of

critical importance:

1. Optimisation of product structure 1. Em&HEEL
The value of a firm can be derived from the continuously launching 1R A a0 2R B R ETHE L R FE T a5 T Z 60T
of new products that can meet market demands. The ability to make B o E¥EARRMTISIEREELREMEIEN
decisions and allocate resources reasonably in face of future market BRI - BURTE T ¥R G A ARFER
growth points determines whether the enterprise can continuously FEEE fn B BRI B8 0 TN HR SR EE fh A an B A A _E P
maintain the profitability of products and adjust the upward stage in B’ e

the product life cycle.
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Chairman’s Statement

ERE®mE

2. Resource allocation for new marketing channels 2, HFAERENEREE
The national policy on the new health care reform will adjust the FERNBERBER BN RS L ARRITREEE
existing mechanism of sales and distribution of pharmaceuticals MECGARED - ANREVBEREETE
from the macro perspective. With new channels emerging in the new 18 o REENASHUTEE - BEMSEE -
trend, the Group must seize the opportunity to cope with changes in
the market.

3. Building a knowledge-intensive enterprise 3. ERARZERMLE
Enterprises in the PRC will face the multi-dimensional competition RENGZES - RRETFEGHAE MRS -
in the near future. The trend of consolidation in the pharmaceutical AATERT BT EMNEERE  TARRNEFR
industry will become more obvious in the coming few years. FRETMAK o EBERBMERIRERINAE A Z
This requires us to set up external academic unions rapidly that B Z2AE aBXBNHE EFEMRES
are diversified, multi-faceted and of high level. With respect to H - SIABEARRENGROBERAR - 25
development of new products, results from specialists of professional EmmMREEE  ARS#EYERAREREEM
research bodies and institutes are to be introduced to enhance the BIFTEIRER - R PEER FURFOEER
technological content of products. At the same time, innovative 7 REBAEEF RIS AR ES -

management model meeting the resource allocation of the Company
will be introduced to enhance the enterprise’s adaptability in multi-
dimensional competition and allow the continuous development of
business in accordance with the plan of the Group.

As an enterprise with profound knowledge in the PRC market, in the ER—ERZEHEFEMSHEE - 2009 F 44
second half of 2009, the Group will work hard based on the above REEKIZBL LR - BOHIIE  BERRFAIE
understanding and continue to bring wealth to the shareholders and create WE - RtEalEEE -

value for the society.

INTERIM DIVIDEND FHIR R

The Board has resolved to declare an interim dividend of HK$0.018 EZgRREREZE_ZETNFT-_A=+—H
per share for the year ending 31 December 2009, approximately IEFERHRESRBEL0ISTL AXNBE
amounting to a total sum of HK$14,119,000 (approximately equivalent to 14,119,000 7T (KIHER AR 12,447,0007T) ©
RMB12,447,000).

Last but not least, the Board would like to take this opportunity to thank & EESREMBERARENOLR - TRR/RE
for the support from shareholders and express gratitude to dedicated staff BEHEBME TBUARLHE -
for their contribution to the Group.

Li Kei Ling TH®
Chairman FE
Hong Kong, 21 August 2009 /B ZEEAENAZT—H
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Management Discussion and Ana

BEEENWR DN

BUSINESS REVIEW

1)

2)

3)

4)

PRODUCTION & SALES OPERATION

For the six months ended 30 June 2009, the sales volume of bulk
medicines of the Group increased by 13.7% as compared to the
corresponding period of last year. The production and sales volume
of powder for injections decreased by 12.1% and 8.7% respectively
as compared to the corresponding period of last year. The production
and sales volume of solid-dosage-forms increased by 10.7% and
13.6% respectively as compared to the corresponding period of last
year. Export sales represented approximately 6.0% of total turnover,
a decrease of 25% as compared to the corresponding period of last
year.

DEVELOPMENT OF NEW PRODUCTS

In the first half of 2009, the Group had applied to the provincial and
State Food and Drug Administration to register a total of 17 products
and 15 registrations. In addition, the Group received 6 supplemental
production permits and 1 clinical permit. There were 4 products
undergoing clinical trials.

HONOURABLE RECOGNITION DURING THE FIRST HALF OF

2009

1) The production technology of a product of the Group has been
granted patent in the PRC. The Group currently owns patented
technology for three products.

2) Bulk medicine and tablets of telmisartan, the products of the
Group, have been recognised as new technology products of
Jiangsu province by Jiangsu Province Sci-tech Department.

CONSTRUCTION PROJECTS FOR THE EXPANSION OF
PRODUCTION FACILITIES

To expand our production capacity and to respond to the rise in the
GMP standard of the PRC, the Group has been carrying out plant
reconstruction and construction of production plants that meet the
European COS standard as well as CGMP standards step-by-step
and by stages since 2008.

i) Pharmaceutical Chemical Intermediates
Phase | of Dawnrays (Nantong) Pharmaceutical Science and
Technology Co., Ltd. officially commenced production in
January 2009 and currently is operating normally. Its phase I
project is now in the procedures of design approval.

8 DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED  Hi3E28 (128) AR A A
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nagement Discussion and Analysis

EEENRR DN
i) Bulk Medicines i) BEERN
The applicable reconstruction works for two existing bulk BINRIGZEBR AR ARA KM ERE
medicines workshops carried out by Suzhou Dawnrays BEEETHNHEERETLR R
Pharmaceutical Co., Ltd. were fully completed at the beginning NEVEEER  WR=ZFTTNFRAE
of 2009 and all of which have passed the re-certification of the BB T R GMP B BERRE o
GMP of the PRC in May 2009.
The equipment installation and commissioning work of the new BFINRIGEEBRARMRMENERFD
bulk medicines workshop of Suzhou Dawnrays Pharmaceutical TEREELTRARIE WEARERE
Co., Ltd. had been completed and has reached the verification B HEEMNEERREBEIIND TR LIE
stage. The civil engineering works and equipment installation of I RBELTEIE-
its ancillary quality inspection facilities have also been completed.
iii)  Pharmaceutical Preparations i) R
In addition to the bulk medicines workshop, Suzhou Dawnrays PRIREISEEE R ON - BN R Im BB R A A
Pharmaceutical Co., Ltd. also completed the applicable INRIEETERK A — (R R A A EB R e 1T R B
reconstruction for the GMP of the PRC for a pharmaceutical GMPEEMIGETIE - WHR=ZZETNFh
preparation workshop. It has passed the re-certification of the AiBiA T REGMPHERE -
GMP of the PRC in May 2009.
In addition, the Group has carried out an overall project design SRS - AR B B BEER N R IR BB G R A TR ER M
planning for the land newly acquired in Suzhou by Suzhou Dawnrays EH TR T HhiETT T B EBIR B REHRE - T

Pharmaceutical Co., Ltd. Tender invitation for civil engineering work THERBELE-
has been completed.

FINANCIAL REVIEW g e

SALES AND GROSS PROFIT HEREF

For the six months ended 30 June 2009, the Group has recorded the total BEZZZNFAAA=THILEANEAHE A&
turnover of approximately RMB495,550,000, representing an increase of BEEH AR 4955500007 0 thEFEREBER
8.6% as compared with the corresponding period of last year. The growth 86%  FERERHMENEEHERELAFRAPE R
was mainly due to an increase in the sales volume of bulk medicines and 13.7% MERE (X ZERZRERAE) WHEEHER
solid-dosage-forms (most are system specific medicines) by 13.7% and EERAAIE R 13.6% FTE ©

13.6% respectively as compared with the corresponding period of last

year.

Gross profit was approximately RMB142,541,000, equivalent to an FHEELH AREE142,541,0007C @ L EFRHEE
increase of 16.9% compared with the corresponding period of last year. 16.9% ° EF|E 528.8% ' BREF R IR 26.7% L
Gross profit margin was 28.8%, representing a rise of 7.9% as compared T7.9% EFEFAMNEERASERA(FERER
with 26.7% in the corresponding period of last year. The main reasons for FERAS)NEERELEREFRBMNIZA%LEAZE
the increase in gross profit margin were due to the sales of solid-dosage S RIERE 15.47% LA KRR B2 8 £ 5 R 8 X 4 [F] BA
forms (most are system specific medicines) accounted for total turnover BIRFA -

increased from 13.1% to 15.47% as compared with the corresponding

period of last year and the rise of gross profit margin for bulk medicines as

compared with the corresponding period of last year.

INTERIM REPORT 2009 —ZZhhifis 9



Management Discussion and Analy:

EEENRR D
Table of Turnover Analysis BEBEINT-—RERED

Turnover Sales

(RMB’000) Breakdown (%)

EEB(ARETR) SHELLA (%)
2009 2008  Changes 2009 2008 Changes

Product Em —EEhF ZTTNF #F —TThE —TTN\F 2%
Bulk Medicines JRF G 284,913 257,470 27,443 57.49 56.45 1.04
Powder for Injections HETE 133,973 138,906 -4,933 27.04 30.45 -3.41
Solid-Dosage-Forms (& AU ) 76,664 59,742 16,922 15.47 13.10 2.37
Overall wape 495550 456,118 39,432 100.00 100.00 0.00
EXPENSES A

During the period, the total expenses incurred were approximately NERfE - BAZHHOREAREK 77,380,000 7T ¢+ BEF
RMB77,380,000, equivalent to a rise of 8.2% compared with the FI AR IN8.2% ° (h & XM LLHI A 15.6% (ZZTZN
corresponding period of last year. The total expenses as a percentage of F:15.7%) °

turnover was 15.6% (2008: 15.7%).

PROFIT ATTRIBUTABLE TO EQUITY HOLDERS OF THE PARENT BAREREE AEMLER

For the period ended 30 June 2009, profit attributable to equity holders of BE-ZTNFAA=ZTHILHRE SR AEEEER
the parent amounted to RMB51,117,000, posted a rise of 4.6% compared ANEERFIHARE 51,117,000 7 + HL & F R BRI N
with the corresponding period of last year. The reason for the increase in 4.6% o FMEENFERZHZNEFNRMIER

profit was mainly due to the rise of gross profit margin.

ANALYSIS ON RETURN ON ASSETS EERFIENST

As at 30 June 2009, net assets attributable to equity holders of the parent REZZEZNFARNAZTH  SRREZFEAELF
were approximately RMB654,492,000. Net return on net assets, which is BEHARIE654,492,0007 - FEERZE(RTEA
defined as the profit attributable to equity holders of the parent divided by BRARERFHA ARG EFRUASQAGERFE AR
net assets attributable to equity holders of the parent, was 7.8% (2008: HFEE)RT8% (ZTT\F : 82%) « mBENLEAM
8.2%). The current ratio and quick ratio were 1.66 and 1.23 respectively. BN RN P A1.66F11.23  FEWIER (SFEREE)
Turnover days for trade and notes receivables were approximately 147 FEEH147 8 - FERAERL86H -

days. Turnover days for inventory were approximately 86 days.

10 DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED  SEF% 3% (4% AR AT



agement Discussion and Analysis

EEENmR DN
LIQUIDITY AND FINANCIAL RESOURCES REBESRMEER
As at 30 June 2009, the Group held cash and cash equivalents RZEBEZNFANAZ+TH AEEFEERe MRS
of approximately RMB57,639,000 (as at 31 December 2008: ZEMHARYES7,639,000L(R=EZNF+=A
RMB38,936,000). During the period, net cash inflow from operating =+—H: AR¥38,936,0007T) » ANHIH - K&E

activities was approximately RMB64,780,000 (2008: RMB36,068,000). Net FHRERAFEHAREKG4,780,000(ZEF
cash outflow from investing activities was approximately RMB20,273,000 \F AR 36,068,0007T) ; HEEEHIRE AT
(2008: RMB20,164,000). Net cash outflow from financing activities was RN ARKE20,273,000L(ZEENF : AR
approximately RMB25,751,000 (2008: RMB28,034,000). 20,164,0007T) : BEEEAR &R LFEHARE

25,751,000 7L( —FZ )\ : AR¥28,034,0007T) °

As at 30 June 2009, the debt ratio (defined as bank advances for RZZFTNFRA=1+H rEEZABEE(RE
discounted bills over total assets) of the Group was 2.7% (as at 31 BIRTAIREERABESTE) B27% (RS NF

December 2008: 2.6%). FTZA=+—8:26%)

As at 30 June 2009, the Group had aggregated bank facilities ZENERA=TAH  AEEAHANRTES
of approximately RMB535,546,000 (as at 31 December 2008: E%’J/\EM&S% 546,000 C(R=—ZEZEN\F+ A
RMB595,000,000). E+—E| : AJR¥E595,000,0007T) °

As at 30 June 2009, the Group’s capital commitment was approximately RZZZNFARA=1TH » REBRNE AR AELD

RMB148,691,000 (as at 31 December 2008: RMB113,370,000), which AR#148,691,000 L (R=ZZEENF+_A=+—
mainly derived from re-engineering of cephalosporin bulk medicines H: AR®113,370,0007T) * F 2% MM R I R4 4%

workshop and the construction of non-cephalosporin bulk medicines AR AR SRR A BB A s T IER AR R
workshop in Suzhou Dawnrays Pharmaceutical Co., Ltd., the construction ZBEMERIER - ik (FR) BEMBERATH

project of Dawnrays (Nantong) Pharmaceutical Science and Technology B BMNRIGETIAERARREREERS A -
Co., Ltd., and environmental protection projects for Suzhou Dawnrays FEBERENFRER  AREREUIHEER
Chemical Co., Ltd. etc. The Group has sufficient financial and internal & -

resources to bear the capital expenditures.

Save as aforesaid disclosure and the investment in the subsidiaries, the NEAR - BR B IR EE MR EKT B A RIAS - REEL

Group had no significant external investments or material acquisitions or BESMEHERIKRE  BASLEEWBARREE A
disposal of subsidiaries and associated companies during the period. A] e
FOREIGN EXCHANGE AND TREASURY POLICIES SR ERBUR

Substantially all of the business activities, assets, liabilities of the Group HARAEERBOEBRS BE BEHEENUA
are calculated in Renminbi, therefore the risk derived from the foreign RS  BAKEFAZINERRE TR - REH
exchange to the Group is not high. The treasury policy of the Group is to E’Jfﬂ"xﬁﬁlﬁﬁ/\ ehMNERR (INE) HAEEFE
manage any risk of foreign exchange (if any) only if it will potentially impose EERFERFEITER - NEE BB RAIMNER
a significant impact on the Group. The Group continues to observe the i ﬂ%ﬁ%ﬁ-%‘é%%?\\[}&ﬁﬁa HYETRINE R
foreign exchange market, and may hedge against fluctuations with foreign

exchange forward contracts if necessary.

INTERIM REPORT 2009 —ZZhsfims 11



Management Discussion and Analysi

BEEENWR DN

STAFF AND REMUNERATION POLICY EERFMBUER

As at 30 June 2009, the Group employed approximately 1,756 R-ZZZNFANA=Z1+H AEEHE1,756%1E
employees. During the period, the total remuneration was approximately B ANEHBE I BREELN R AR 40,526,000
RMB40,526,000 (2008: RMB39,086,000). The Group regards human (ZZFZ)\F : AR¥39,086,0007T) - REEEAN

resources as the most valuable assets and truly understands the BRAFKEENME  RAARMLRBBEREEENE
importance of attracting and keeping high-performance employees. The THEEN - HFMBER —RBEMHKERERET
remuneration policy is generally based on the references of market salary MERMT - AEEAS TIREMNEMEFEIETEE
index and individual qualifications. The Group provides its employees with MFPGRIRETE - BIERTSI R EEER - NEBWA
other fringe benefits, including defined contribution retirement scheme, FEAGEETHENEERRES -

share option scheme and medical coverage. The Group also offers some
of its employees stationed in the PRC with dormitory accommodation.

CHARGES ON ASSETS EEKH

As at 30 June 2009, the Group had no asset being pledged to banks to RZZTAFENA=+H  AEBETANEERET

obtain credit facilities (as at 31 December 2008: Ni). T UEGEEERE(R 2 NF+_A=+—
H:&) -

CONTINGENT LIABILITIES REEE

As at 30 June 2009, the Group had no material contingent liabilities (as at RZZTZNFANA=1H  AEBEVEEAREAE

31 December 2008: Nil). (R=ZFZTN\F+ZA=+—08:8])-

PLANS FOR SIGNIFICANT INVESTMENTS AND EXPECTED RREERRERFEHRERR

SOURCE OF FUNDING

Save for those disclosed above in connection with capital commitments B Bl [REE S KR ER] —SAEEBEE AR
under the section “Liquidity and Financial Resources”, the Group does not AR EESN - ANEE B A AR R E AR
have any plan for material investments or acquisition of capital assets. BB AEREERE -
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Other Information

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND ESRABRROREBROGNWERR KR

SHORT POSITIONS IN SHARES AND UNDERLYING SHARES

As at 30 June 2009, the interests and short positions of the Directors RZZEZNFARNA=+H EFREHRNEARQRH
and Chief Executive in the shares or underlying shares or debentures of Hip B (ExRESFRHAEEN(FHFLRAE K
the Company or its associated corporations (within the meaning of Part Bl 1) EXVER) BIRRA - MHBARGD REHF - BHEC

XV of the Securities and Futures Ordinance (the “SFO”)), as recorded BN AR BIRIEE S KIS E0IE 362 (R FERE A0
in the register required to be kept by the Company pursuant to Section fit » FRBE LT AR EBETEFR HNIZESTAIA
352 of the SFO, or as otherwise notified to the Company and The Stock MERRARBBHERHAAERA R ([HFT]) /Y
Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant to the S LARHETIMT

Model Code for Securities Transactions by Directors of Listed Issuers,

were as follows:

Long positions in ordinary shares of the Company: RAEQXTZBERFHNEE

Number of ordinary shares held,
capacity and nature of interest
BHEEBERNEA - SORESME

Percentage of

Directly Share Through the Company’s
beneficially Option controlled issued
Name Notes owned granted corporation Total share capital
Ei# EREH BiREH EARATE BT
=% fif st BEEER B AE NSIEEZ ] #wi REANEIL
Directors
=2
Ms. Li Kei Ling
THBL L (a) - - 342,072,000 342,072,000 43.69
Mr. Hung Yung Lai
RRRNE LA (@ - - 342,072,000 342,072,000 43.69
Mr Li Tung Ming
FHRALE (b) 9,976,000 - 56,000,000 65,976,000 8.43
Mr. Gao Yi
BREE () 900,000 3,300,000 - 4,200,000 0.54
Mr. Leung Hong Man
2EREE (d) - - 60,000,000 60,000,000 7.66
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Other Information

R EER O REBRDFHFE

Long positions in shares and underlying shares of associated

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

FEEER EREEEE BT
EsEB HEEEER AN R NER HEE BORERNE RAWED L
Ms. Li Kei Ling Fortune United Company’s Through a controlled 50
Group Limited holding company corporation

FHRET ARARERAR BR—REH AT

Mr. Hung Yung Lai Fortune United Company’s Through a controlled 50
Group Limited holding company corporation

BRRMB LA ARARERAR BR—REH AT

Notes: it -

(@ 342,072,000 shares of the Company are held by Fortune United Group Limited, a (@) 342,072,000 I& A AR 15 FR — R0 6 & FR R B & ek A
company incorporated in the British Virgin Islands. Keysmart Enterprises Limited, which A 37 B9/ &) Fortune United Group Limited FT4574 ° Fortune
is wholly-owned by Ms. Li Kei Ling, and Hunwick International Limited, which is wholly- United Group Limited 8 IR N R ZHI 2 + 2 EHEH &
owned by Mr. Hung Yung Lai, are each beneficially interested in 50% of the share capital Keysmart Enterprises Limited [ fH RS ERIE S £ 2 B A Y
of Fortune United Group Limited. Hunwick International Limited &% B &z 5 50% #z ©

(b) 56,000,000 shares of the Company are held by Time Lead Investments Limited, a (o) 56,000,000 f& A 22 B A& 19 R — KA 2 4 B0 R ¥ S et ffft
company incorporated in the British Virgin Islands. The entire issued share capital of Time A 37 #)2 &) Time Lead Investments Limited FT#5 4 ° Time
Lead Investments Limited is beneficially owned by Mr. Li Tung Ming. Lead Investments Limited K2 3 2 351 TIR A 25 AA 5 46

BEamlEf -

(©) 900,000 shares of the Company are directly beneficially owned by Mr. Gao Yi and (© 900,000 AR MEESREEEEERESR -
3,300,000 underlying shares are the share options granted to him under the share option 3,300,000 & A8 RAAR 19 &Y i 2 AR IR AN R BB AR IERT &I T
scheme of the Company. Details of Mr. Gao Yi's interests in the share options of the BEEIRE - BRI EBRER SRS ERE
Company are disclosed in note 15 to the interim financial information. ERIEE15

(d) 60,000,000 shares of the Company are held by Toyo International Investment Limited, a (d 60,000,000 & A2 A& H B — KA EBEMAZE R F)

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.
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Other Information

Save as disclosed above, as at 30 June 2009, none of the Directors or f batEIN  RZZEERFRNA=1H HEESL
Chief Executive had registered an interest or short position in the shares or BER AN B S E AR B - MR DK
underlying shares or debentures of the Company or any of its associated BEHFFR - HABREES KGRI 362 15 T LAGD
corporations that was required to be recorded pursuant to Section 352 of 8 HRBE LT AR ETETEFR HNIZESTAIA
the SFO, or as otherwise notified to the Company and the Stock Exchange MEARNE LB EERSORE

pursuant to the Model Code for Securities Transactions by Directors of

Listed Issuers.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES EEREROIESFHNES

Save as disclosed under the heading “Directors’ and Chief Executive’s Frp bt [E 2 RPN R ARREAR (5 8 2 2%
interests and short positions in shares and underlying shares” above and B —E R EAT B R BT 5E 15 Pk B AR AT S B B
in the share option scheme disclosures in Note 15 to the interim financial WEEHN  EAPBTECFNES  BENRBIK
information, at no time during the period were rights to acquire benefits 18R F R ER A E BB R R G K ESFTT
by means of the acquisition of shares in or debentures of the Company EWBERE R RN - S ST ERZSER] - AR
granted to any Director or their respective spouse or minor children, or NAE] - B AR S E AR B AR R AL
were any such rights exercised by them; or was the Company, its holding N2 EE WA E A AE A RER -
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 B E

The detailed disclosures relating to the Company’s share option scheme BRARR RIS ZIR B B 2 hEERN T
and valuation of options are set out in Note 15 to the interim financial BB RS BRI EE 15 o
information.
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Other Information

Hitp &R

SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’ FERREEMATRRS ARG R
INTERESTS IN SHARES AND UNDERLYING SHARES =

As at 30 June 2009, the following interests or short positions in the shares RZZEZNFNA=ZTH REBHFRBAEKOIE
and underlying shares of the Company were recorded in the register of 33O IRERA R AIFEM R T M E508E - AR
interests required to be kept by the Company pursuant to Section 336 of AR 1D AR D R SOX B EH AT -

the SFO:
Long positions: S
Number of ordinary shares held, capacity and nature of interest
HFEEERNEE  SORERNE

Percentage of
Directly Through the Company’s
Beneficially Family controlled issued
Name Notes owned interest corporation Total share capital
EERRTRT

&R i ERERER REES EREHAF wy RABNES

Fortune United Group Limited (@ 342,072,000 - - 342,072,000 43.69

Keysmart Enterprises Limited (@ - - 342,072,000 342,072,000 43,69

Hunwick International Limited (@ - - 342,072,000 342,072,000 43.69

Madm. lu Pun (o) - 342,072,000 - 342,072,000 43.69

Pt

Time Lead Investments Limited () 56,000,000 - - 56,000,000 7.15

Toyo International Investment Limited (d 60,000,000 - - 60,000,000 7.66

REERREBRAF

Mdm. Lo Mei Sai (e) - 60,000,000 - 60,000,000 7.66

BX#ERt

Mr.Leung Yiu Sing A &) - - 61,512,000 61,512,000 7.86

Mdm.Chu Shuet Fong &) - 60,000,000 1,512,000 61,512,000 7.86

KEFLL

Notes: et -

(@  The issued capital of Fortune United Group Limited is equally beneficially owned by (@  Fortune United Group Limited #) 2 % 17 i% 2 B Keysmart
Keysmart Enterprises Limited and Hunwick International Limited which are in turn, Enterprises Limited & Hunwick International Limited ¥
respectively, wholly-owned by Ms. Li Kei Ling and Mr. Hung Yung Lai, Executive Directors 5 & = # B - Keysmart Enterprises Limited }2 Hunwick
of the Company. International Limited 2 B A A R R SITE EEZHK 4+

RAERIE SR E R BHER -

(o) Mdm. lu Pun is the wife of Mr. Hung Yung Lai and is deemed to be interested in the (b) Bt ARREIE S AR - BIRIE AR EEEIL kAR
shares of the Company held by Mr. Hung Yung Lai. HHA QAT PR o

(¢)  The entire issued capital of Time Lead Investments Limited is beneficially owned by Mr. Li (©  Time Lead Investments Limited &% 202 34T A AR A 7
Tung Ming, an Executive Director of the Company. — R TEETHASA TSNS -

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

() 1,612,000 shares of the Company are held by Dragon Asia Industrial (Holdings) Ltd, a
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.

(@  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 2009, 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 2009, the Company repurchased
184,000 shares of the Company’s securities on the Stock Exchange at an
aggregate consideration of HK$127,960 before expenses. The monthly
breakdown of shares repurchased during the period was as follows:

Month of Number of
Repurchase Shares
(month/year) Repurchased
e A 5

(B/%) BERGHE
1/2009 100,000
2/2009 84,000
Total R 184,000

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 2009.

Other Information

@ BEEEXLIR/RMRLENRSE RERARRERLE
FENRRARRAHHERES

M 1,512,000 RAAFRMNEB—RNEBEMK LA FIRE
BXEEARARMGE  REBXEEARAFNZDI
EEITRAHZBR CERARBAS S50 BnE
A 50% i o

© SR RTARBREENRSE - SRR SN RIBKEE
FANARRRRMD P EAER

BREXEREEIN R-ZETAFA=1TR AEH
AL (RRBEERAERIN  ARARFHOEDRH
R EX [EEREHN RN KA eE AR |
—8f) BRUR AR AR RABRE A () P A RO X
wE (ERIEES LR GG 336 IR T IABRD) ©

i
i
a8l
I
égl_;
EE
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alj
I_r
=1
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BE-_ZZNFANA=ZTHIENEABME - AARE
B 32 FTBE @ 184,000 (R AN R BIMRD » Rt EMEBER 2
BRERBIE127,960 T & ABRIKRMG 2 #1587
JUNNE

The highest The lowest Aggregate
price paid price paid consideration
per share per share paid

(HK$) (HK$) (HK$)
BSE BIKE RELH
(BRBYE) (BRBYE) (%)
0.70 0.69 69,600

0.70 0.69 58,360
127,960

BEr R BERIRESE - HEEROEEMRS ZHEE
BEEABEOREE  MAOBRANEESEAK
EER - RO EBREERRSBRRENREMIE
4o

B ENEEEIN  BEZZEAFSA=THIEZ R
BEAR > AABSEEAMBRARMERE - BE=X
HEEAARR LTES o
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Other Information

MODEL CODE FOR SECURITIES TRANSACTIONS HERXZHNFRETA

The Company has adopted the Model Code for Securities Transactions RN R B RN AR S PrEE 5 L AR A ([ LR AN D
by Directors of Listed Issuers (the “Model Code”) set out in Appendix 10 Mer+H EMBETAZESETES R HHIZESTA
of the Rules Governing the Listing of Securities on the Stock Exchange (MEEFADEREFEEARAESFNITRTA -
(the “Listing Rules”), as the Company’s code of conduct for dealings in BEBEHANBEEELENBEERE  EENEARE
securities of the Company by the Directors. Based on specific enquiry of BEMNEHEN—EETIRESTRIFTRE 2R o

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 ENEES

The Company has an audit committee which was established in RARMRIE EMARRAIE 3.21 - BB REEAREE
compliance with Rule 3.21 of the Listing Rules for the purpose of reviewing WERERIE RNEEER Y EREZE S - B%%EE
and providing supervision over the Group’s financial reporting process and RIEZBARRRBUIERITES -

internal controls. The audit committee comprises the three independent

non-executive directors of the Company.

The unaudited interim condensed consolidated financial statements of the ARREEZZEZENFANA=THIENREEZEHA
Company for the period ended 30 June 2009 have been reviewed by the ATV BRENREEEETSHENHEZEZES

audit committee before recommending it to the Board for approval. EE] o
CODE ON CORPORATE GOVERNANCE PRACTICES TEERESRTA
In the opinion of the Directors, the Company has complied with the code BEERA REEZTTNFAA=THLEAERH

provisions of the Code on Corporate Governance Practices as set out in A ZIK Al—HBT ARSI EE R
Appendix 14 of the Listing Rules during the six months ended 30 June BHSFRIFTE 2 SFABRTE °
2009.

CLOSURE OF REGISTER OF MEMBERS EEREROBRE

ZAFN

The register of members of the Company will be closed from Wednesday, ARARRZZZNENANAEN=2_"F
BEHERD B

9 September 2009 to Thursday, 10 September 2009 (both days inclusive), A+HEEHN(EERXEREENAN)
during which period no transfer of shares will be registered. FERFE-

Dividend warrants will be despatched to shareholders on or about BREBLXEN_ZEZNFHNATARH=FETR
Wednesday, 16 September 2009. In order to qualify for the interim o BERERTERE - ARBP ZRENEER
dividend, all properly completed transfer forms accompanied by the BEEZNRZERE  R-ZETZHEFHLANREH-T
relevant share certificates must be lodged with the Company’s Registrars FURFIER] - FEADFRDBLERLE - %‘\7‘%5)1
in Hong Kong, Tricor Abacus Limited, at 26/F Tesbury Centre, 28 Queen’s KBRS S EER L 2GIEEEHMNEBFRAA] - i
Road East, Hong Kong not later than 4:00 p.m. on Tuesday, 8 September ERFELFE -

2009.

By Order of the Board REEEG

Li Kei Ling TH®

Chairman FE

Hong Kong, 21 August 2009 /B ZEEAENAZT—H
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nsolidated Income Statement

LRSS 6
For the six months
ended 30 June
BEXA=tTAHLAXEAR
2009 2008
—EEhE —ETNF
(Unaudited) (Unaudited)
(REER) (REEEZ)
Notes RMB’000 RMB’000
FisE AR¥TT ARBTIT
REVENUE WA 3 495,550 456,118
Cost of sales SHEKA (853,009) (334,133)
Gross profit EF 142,541 121,985
Other income and gain E AU A R e 3 1,034 2,759
Selling and distribution costs HERDIHER (44,666) (39,683)
Administrative expenses TERE A (23,023) (21,777)
Other expenses Hb & A (9,399) (10,027)
Finance costs W5 A 4 (292) -
Profit before tax BREE AR A 5 66,195 53,257
Tax I8 6 (15,118) (4,324)
PROFIT FOR THE PERIOD ZHA R R A 51,077 48,933
Attributable to: AT S IEREL
Equity holders of the parent BARERFEA 51,117 48,863
Minority interest DY EERS (40) 70
51,077 48,933
EARNINGS PER SHARE BRAAEERER 8
ATTRIBUTABLE TO ORDINARY BE AEL
EQUITY HOLDERS OF BRER
THE PARENT
— basic, for profit for the period — HA - AR R FEE RMB 0.0656 RMB 0.0616
— diluted, for profit for the period — 5% - UARHRRFFE RMB 0.0654 RMB 0.0612
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Condensed Consolidated State

IGEE S E
For the six months
ended 30 June
BZEAA=1tHLAEAR
2009 2008
—EEhE —EENEF
(Unaudited) (Unaudited)
(REER) (REEEZ)
RMB’000 RMB’000
AR¥TT ARKETTT
PROFIT FOR THE PERIOD ZHA R R A 51,077 48,933
Currency translation difference PE AR (55) (2,726)
OTHER COMPREHENSIVE EARRRBI B H At
LOSS FOR THE PERIOD, ZHEEEEE
NET OF TAX (55) (2,726)
TOTAL COMPREHENSIVE AEBERBEEE
INCOME FOR THE PERIOD, ET ]
NET OF TAX 51,022 46,207
Attributable to: AT S IEREL
Equity holders of the parent BARERFEA 51,062 46,137
Minority interest DEREREERS (40) 70
51,022 46,207
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ement of Financial Position

R EE MR R R

30 June 31 December

2009 2008
—EEAF —ET)N\FE
ARA=tH +ZA=+—H
(Unaudited) (Audited)
(REBER) (BE%)
Notes RMB’000 RMB’000
b AR®TT ARETTT
NON-CURRENT ASSETS ERBEE
Property, plant and equipment Y - RS R 9 247,466 248,935
Land use rights b FRAE 47,983 23,078
Construction in progress IR 75,241 53,033
Prepayments TERTER - 26,072
Intangible assets | EE 14,558 14,631
Deferred tax assets EEHEEE 713 892
Total non-current assets JEREEERTE 385,961 366,641
CURRENT ASSETS REBEE
Inventories FE 10 176,022 159,536
Trade and notes receivables EBUE 5 K =B FRTE 11 419,396 391,041
Prepayments, deposits and TEREK « ke R EAD
other receivables W GRIA 16,034 15,657
Financial assets at fair value through BARERABTZR
profit or loss IS EE 4,927 3,404
Cash and cash equivalents B MIREEEY 57,639 38,936
Total current assets MENEELRTE 674,018 608,574
CURRENT LIABILITIES REaE
Trade and notes payables FERE 2 REBFHIA 12 337,684 281,428
Other payables and accruals Hib e R RERTAE 28,438 36,348
Bank advances for discounted bills SRITENIR EREEAR 13 28,109 24,907
Income tax payable FERTERISHL 10,697 3,319
Total current liabilities mE B EREE 404,928 346,002
Net current assets MENE EFE 269,090 262,572
Total assets less current liabilities BEEATRRDARE 655,051 629,213
Net assets BEE 655,051 629,213
EQUITY xR
Equity attributable to equity holders BAREREFEA
of the parent iR
Issued capital BB TR A 14 83,336 82,964
Reserves (B 571,156 518,100
Proposed final dividend FER AR HARR B - 27,477
654,492 628,541
Minority interest DER R R 559 672
Total equity A 655,051 629,213
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HRFEEERER

FOR THE SIX MONTHS ENDED 30 JUNE 2009

At 1 January 2008
Proft for the period
Other comprehensive loss

Total comprehensive income

Exercise of share options

Shares repurchased and cancelled

Dividends paid to minority
shareholder

Final 2007 dividend declared

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

Equity-settled share option
anangements

Transfer from retained profits

At30 June 2008

At1 January 2009
Proft for the period
Other comprehensive loss

Total comprehensive income

Exercise of share options

Shares repurchased and cancelled

Dividends paid to minority
shareholder

Final 2008 dividend declared

Dividend on shares issued for
employes share options exercised
after 31 December 2008

Equity-settled share option
anangements

Transfer from retained profits

At 30 June 2009

R-ZENE-A-H
AR
Eh2mEE

SENEER
Bk
i)l
B ERRRS

ER-FRLFAERS

IRE R ER

BRBATEE

RERNEAA=TA

R-ZENE-A-H
AR
EHEAER

SENEER
Bk
BOREHRD
B ERRRS

FTNERARE
EZN\FTZA=1-A
iiehERBRERE
RiRe

IRE R ER

|1 |mi
)I%'\(
|

BRBATEE

RERNFRA=TA

Condensed Consolidated Stateme

HE-ZTAFANA=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 -0 BhRE i Ed R URR
Bx  RGEE EERRE fif  4AEH MEE  REGRE REEW  RERS &5t & EalE
RMB'000  RMBOO0  RMB'00  RMB'OO0  RMB'O0  RMB'000  RMBOO0  RMBOOO  RMB'OO0  RMB'000  RMB0O0  RMB'000
ARETT ARETT ARETR ARETr ARETr ARMTT ARMTr ARMTn ARMTT ARMTR ARETR ARETR
84,241 65,370 1249 2208 100175 6313 (037 238769 2824 578382 654 579,006
- - - - - - - 48888 - 48863 0 4893
- - - - - - (2,726) - - (2,726) - (2,726)
- - - - - - (2,726) 48863 - 61 0 4627
105 613 - (119) - - - - - 603 - 603
(38) (249 3 - - - - (38) - (286) - 286)
= = = = S S S S > = (76) (78)
- - - - - - - - (824 (28224 - (824
- - - - - - - @ - @ - @
- - - 3% - - - - - 3% - 3%
84308 65735 1287 2429 100175 63,183 (1,763 287,572 - 596,80 648 597,544
8%4 576 2,699 2600 100475 74,051 (1514 288383 27411 628541 672 629213
- - - - - - - 51,117 - 51,117 (40) 51,017
- - - - - - %) - - 3) - 59)
- - - - - - () &7 - 51082 (40) 51,002
38 229 - 426) - - - - - 2,065 - 2,055
(16) @) 16 - - - - (16) - (113) - (113)
- - - - - - - - - - ) )
- - - - - - - - ram) - an)
- - - - - - - (17) - (17) - (17)
- - - 4 - - - - - 21 - 4
- - - - - (161) - 161 - - - -
8333% 59880 271 2431 100475 73890 (7569 339,628 - 04 559 655,061
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lidated Statement of Cash Flows

HRGEREMER

For the six months

ended 30 June
BZEAA=tHLAER
2009 2008
ZEBEhF —EENF
(Unaudited) (Unaudited)
(RREX) (REER)
RMB’000 RMB’000

AR®TR ARBETTT

Net cash inflow from operating activities L EBME SR AFRE 64,780 36,068
Net cash outflow from investing activities WEEBRE ML FRE (20,273) (20,164)
Net cash outflow from financing activities BE R MR & FE (25,751) (28,034)
Net increase/ (decrease) in Re RELZEWIEM (R ) FE

cash and cash equivalents 18,756 (12,130)
Cash and cash equivalents at 1 January R—A—B8OREKBEEFEY 38,936 76,843
Effect of foreign exchange rate changes, net PEREE) 2 BT (53) (822)
Cash and cash equivalents as 30 June RANA=THBRSRASEEY 57,639 63,891
ANALYSIS OF BALANCES OF CASH REeRESEEYEHRIN

AND CASH EQUIVALENTS
Cash and bank balances R MIRTTAE B 57,639 45,097
Short term deposit R EISRITIE AR - 18,794

57,639 63,891
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Notes to the Interim Financial |

IR B E R 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 2009 (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 2008.
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BASIS OF PREPARATION AND IMPACT OF NEW AND
REVISED INTERNATIONAL FINANCIAL REPORTING
STANDARDS (CONTINUED)

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 2008, except for the adoption of the new and revised
International Financial Reporting Standards (“IFRSs”), which are
relevant to the Group’s financial statements, as noted below:

IFRSs (Amendments) Improvements to IFRSs

IAS 1 (Revised) Presentation of Financial Statements

IFRS 1 & IAS 27

(Amendments)

Cost of an Investment in a Subsidiary,

Jointly Controlled Entity or Associate

IFRS 2 (Revised) Share-based Payment —

Vesting Conditions and Cancellations

IFRS 7 (Revised) Financial Instruments Disclosures

IFRS 8 Operating Segments

The Improvements to IFRSs include amendments to remove
inconsistencies and to clarify wording. The adoption of the
amendments resulted in changes to accounting policies but did
not have any impact on the financial position or performance of the
Group.

e Interim Financial Information
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BASIS OF PREPARATION AND IMPACT OF NEW AND
REVISED INTERNATIONAL FINANCIAL REPORTING
STANDARDS (CONTINUED)

Impact of new and revised International Financial Reporting
Standards (Continued)

IAS 1 (Revised) introduces changes in the presentation and
disclosures of financial statements. The revised standard separates
owner and non-owner changes in equity. The statement of changes
in equity includes only details of transactions with owners, with non-
owner changes in equity presented as a single line. In addition, the
standard introduces the statement of comprehensive income, with
all items of income and expense recognised in profit or loss, together
with all other items of recognised income and expense recognised
directly in equity, either in one single statement, or in two linked
statements. The Group has elected to present two statements.

IFRS 2 (Revised) has been amended to clarify the definition of vesting
conditions and to prescribe the accounting treatment of an award
that is effectively cancelled because a non-vesting condition is not
satisfied. The adoption of this amendment did not have any impact
on the financial position or performance of the Group.

The adoption of the other revisions, amendments and interpretations
has had no effect on the Group’s interim financial information.

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.
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3.

REVENUE, OTHER INCOME AND GAIN

Revenue, which is also the Group’s turnover, represents the net

invoiced value of goods sold, after allowances for returns and trade

discounts.

An analysis of the Group’s revenue, other income and gain is as

follows:

Revenue

Sale of goods

Other income

Bank interest income

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

Government grants

Tax refund for reinvestment
Others

Gain

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

FINANCE COSTS

Interest on bank advances for
discounted bills

LN

HEEm

HAWA

RITABHA
BRAofERABSERLZ
MIEEEREBA

B K
BREERHK
HAd

L&

HERAABERABGERZ
s EER S

RITREIR IR BATFE
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WA, B AR Wi

WAEREBEERB)EHEERINKERE - B
PR SR SEE -
REBWA ~ EARARMBZEAITIAT :
For the six months
ended 30 June
BZAA=1THILAHEA
2009 2008
—EZhEF —TTN\F
(Unaudited) (Unaudited)
(REER) (RE&EZ)
RMB’000 RMB’000
AR®TF T ARETTT
495,550 456,118
170 641
39 81
341 350
- 1,265
384 322
934 2,659
100 100
1,034 2,759
MiEE R
For the six months
ended 30 June
BZXA=1THIAXEA
2009 2008
—EThEF —TTN\F
(Unaudited) (Unaudited)
(REER) (RE&EZ)
RMB’000 RMB’000
AR¥F T ARETTT
292 -

INTERIM REPORT 2009 —ZZh k&



Notes to the Interim Financial

IR B E R R

The recognition of land use rights for the period is included in

“Administrative expenses” on the face of the condensed consolidated

income statement.

ok

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.
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5. PROFIT BEFORE TAX 5. BRBANGER
The Group’s profit before tax is arrived at after charging/(crediting): REBRBRBATEFITEIRGTA) THIEE
BEE:
For the six months
ended 30 June
BEAA=tHLKER
2009 2008
—EThE —ETN\F
(Unaudited) (Unaudited)
(REBEX) (REeEZ)
RMB’000 RMB’000
AR¥TT ARBFT
Cost of the inventories sold BEEFEEKA 353,009 334,133
Depreciation s 12,478 11,436
Recognition of land use rights * b fsE FARERERR 1,173 182
Research and development costs: e R A ERA:
Amortisation of intangible assets** B R EHE 429 428
Current period expenditure AERES 8,048 7,896
8,477 8,324
Minimum lease payments RISEMRL 2
under operating leases: HEHS :
Buildings gF 868 1,014
Employee benefit expense EERAMFL
(including directors’ (PRESH:)
remuneration) :
Wages and salaries TERES 35,860 34,990
Retirement costs FELUNDFN 3,171 2,696
Accommodation benefits EEEF 1,254 1,060
Equity-settled share option expense VARSHE 32 {<F ) R AR A 5 =2 241 340
40,526 39,086
Foreign exchange differences, net *** PE N ZRE - JHEE 17 (1,908)
Impairment of trade receivables FEWE ZRIERE - 400
Write-down of inventories to FEMRZ ] #RFE
net realisable value 1,027 1,795
Fair value (gains)/losses, net: AiE(E )/ BIRFE
Financial assets at fair value RARETLABRRKZ
through profit or loss Mg EE (1,263) 704
Loss on disposal of items of property, HEME - BE&
plant and equipment REZIHERERE 371 60

* o REARIE LR AR RERR AT AR RRAR & I R Y
[TTRER] -

* AHHEMETEESEG ABRRSRERD
[EmER] -

o KNEREE R EE R ABRRS KSR
[EAmERA] -
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6. TAX 6. TIE
For the six months
ended 30 June
BEAA=1THLEARER
2009 2008
—EThE —ETNF
(Unaudited) (Unaudited)
(REER) (REEEZ)
RMB’000 RMB’000
AR¥TT ARETIT
Current income tax EHRTSN
Current income tax charge & HFTS R 14,708 4,297
Adjustments in respect of current BRBTEFEEH
income tax of previous years FriS Tt F8 % 231 (44)
Deferred tax charge RIEFIE S 179 71
Total tax charge for the period NEARIFRIASE A RE 15,118 4,324
No provision for Hong Kong profits tax has been made as the Group AR AEENABREER B EEEERN R
had no assessable profits arising in Hong Kong during the period. B - WO ER A FE T L B o PR BIRRE
Taxation for the subsidiaries in Mainland China is calculated on 2 B8 A &) RO B I8 T AR HR AN B R 5T FE AR A vt
the estimated assessable profits for the period at the rates of tax B - A BB A RS EEBA R 2 RITE
prevailing in the locations in which the Group’s subsidiaries operate, 7 BEEREN  UEZEAHEmE -
based on existing legislation, interpretations and practices in respect
thereof.
7. DIVIDENDS 7. BRE
For the six months
ended 30 June
BZEANA=1THILAHEA
2009 2008
—EZhEF —TTE)N\F
(Unaudited) (Unaudited)
(REER) (RE&&EZ)
RMB’000 RMB’000
AR¥TT ARETTT
Dividend pertaining to the prior year BESNA=THILEEA
declared in the six months ended BRI EFERE
30 June 27,494 28,246
Interim — HK$0.018 (2008: HK$0.018) FHE: BRERREE0.018T
per ordinary share (ZZZN\F . B%0.01871) 12,447 12,571
On 21 August 2009, the Company declared an interim dividend ARARN_ZEEAFENA-_+—HEREZ_-Z
for the year ending 31 December 2009, at HK$0.018 per share, ThE+-—A=+—HILFENFEREFEE
amounting to a total sum of approximately HK$14,119,000 #0.0187T * & FHAHE®E 14,119,000 7T (49418 E
(approximately equivalent to RMB12,447,000). RARE 12,447,000 7T) °
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EARNINGS PER SHARE

The calculation of basic earnings per share for the six months ended
30 June 2009 is based on the profit for the period attributable to
ordinary equity holders of the parent of RMB51,117,000 (2008:
RMB48,863,000) and the weighted average number of 779,503,713
ordinary shares (2008: 793,670,154 ordinary shares) in issue during
the period.

The calculation of diluted earnings per share for the period is based
on the profit for the period attributable to ordinary equity holders
of the parent of RMB51,117,000 (2008: RMB48,863,000) and the
weighted average number of 781,838,235 ordinary shares (2008:
798,351,527 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 RMB2,689,000 (2008: approximately
RMB3,638,000). During the period, items of plant and equipment with
net book value of approximately RMB2,638,4083 (2008: approximately
RMB137,057) were disposed of.

10. INVENTORIES

Raw materials RARE
Work in progress fERM
Finished goods B
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BRER

HE-TTAFANA=THLENEANEARS
ek | DEE - SNCIR-SE-lI g T S DN X =N
IS A AR 51,117,000 L (ZEZN\E : AR
& 48,863,000 7T ) A R AN BAfE B 847 E AR
ZINEFH MR 779,503,718 R(ZZTNEF ¢
793,670,154 %) Mt & -

RERE SRR YIRE AR T EREREE
ANEEREMEF AR 51,117,000 T (Z2F
N\ AR 48,863,000 7T ) A K AHEREIE 31T
TR 2 N IIRR L 781,838,235 (= F
N\ : 798,351,527 R) &5 - Wt A#EIER
2 FERRRE T AR -

¥ BERREZ2E

REAR - REZWE  BERRELENRA
R#2689000(ZZEZENF: NEARK
3,638,0007T) ° AHAfE - HE 2B E RZHEIEE
IREFEN B AR 2,638,403 0 (ZFF)\4F ¢
#EARE 137,057 L) °

10. &

30 June 31 December

2009 2008
—EThF —ETN\F
AA=+E +-A=+—8H

(Unaudited) (Audited)

(REERK) (BEEZ)
RMB’000 RMB’000

AR®TT ARMETIT

27,101 21,237
83,653 90,527
65,268 47,772
176,022 159,536
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R H B I E R
11. TRADE AND NOTES RECEIVABLES 1. ERESZREERIE
An aged analysis of the trade and notes receivables as at 30 June REZAHE RZZZENFSA=THBER
2009, based on the invoice date, is as follows: B o REBFIARR AT

30 June 31 December

2009 2008
—EENF —EENF
RA=Z+H +ZA=t+—H

(Unaudited) (Audited)
(REER) (B&ER)
RMB’000 RMB’000

AR®TR ARETTT

Trade receivables FEWE 5 FIE
Outstanding balances with ages: REREREI D B M R EREE
Within 90 days 90HA 177,318 159,722
Between 91 and 180 days 91 £ 180 H 10,010 2,853
Between 181 and 270 days 181 £ 270H 264 1,217
Between 271 and 360 days 271 £ 360 H 374 120
Over one year —F A 815 251
188,781 164,163
Notes receivables eSS/
Outstanding balances with ages: REREREI D B M R EREE
Within 90 days 90HA 77,363 87,359
Between 91 and 180 days 91 £ 180 H 153,252 139,519
230,615 226,878
419,396 391,041
The Group’s trading terms with its customers are mainly on credit. AEEFEREESRNERESERS - EEH—R
Invoices are normally payable within one month of issue, except for AHA—EA  MEERFAAIERE=EA -

major customers, where the terms are extended to three months.
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12. TRADE AND NOTES PAYABLES 12. ENESZREBFIE
An aged analysis of the trade and notes payables as at 30 June REZAHE RZZEZENFASA=THRER
2009, based on the invoice date, is as follows: B o REBFIARR AT
30 June 31 December
2009 2008
—EENF —EENF
RA=tA +Z=A=t+—H
(Unaudited) (Audited)
(REER) (BEER)
RMB’000 RMB’000
AR¥T T ARMEFTTT
Trade payables FETE S 508
Outstanding balances with ages: REREREI D B M R EREE
Within 90 days 90 A 87,862 66,503
Between 91 and 180 days 91 £ 180 H 1,065 784
Between 181 and 270 days 1812270 H 1,333 640
Between 271 and 360 days 2712360 H 49 97
Over one year —F A 752 195
91,061 68,219
Notes payables JERRIBEFIE
Outstanding balances with ages: REREREI D B M R EREE
Within 90 days 90 A 135,781 85,667
Between 91 and 180 days 91 & 180H 110,842 127,542
246,623 213,209
337,684 281,428
Trade payables are non-interest-bearing and are normally settled on FET BT AR B R — g+ B BREE BRI 4
90-day terms. The carrying amounts of the trade and notes payables o ENB S REEZHIE EEEHENFEHRE
approximate to their fair values. B
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13. BANK ADVANCES FOR DISCOUNTED BILLS 13. SRITAERRBEEBR
30 June 31 December
2009 2008
—EEAF ZTTN\F
AA=+RA +ZA=1—H
Effective (Unaudited) (Audited)
Interest (REBEEZ) (BE%)
rate (%) Maturity RMB’000 RMB’000
BERRAZE (%) g p: =) AR¥TT ARBTIT
Bank advances for Upon expiry
discounted bills of the bills
RITAEIR SRR 1.71% 10 2.14% EIRT|Ei% 28,109 24,907
14. SHARE CAPITAL 14, R
Number of shares Amount
RAEE &8
30 June 31 December 30 June 31 December
2009 2008 2009 2008
“EThE —ZTN\F “ZEAE ZETN\E
AAZTH +=A=t+-H ~NAZTE TZA=+—H
(Unaudited) (Audited) (Unaudited) (Audited)
(REER) (B&ER) (REER) (GE)
HK$'000 HK$'000
BT BT
Ordinary shares of HK$0.1 each SREESE—= LRk
Authorised: v 10,000,000,000 10,000,000,000 1,000,000 1,000,000
Issued and fully paid: BEIRBRRN:
At the beginning of the period/year  RE)/ 4] 778,648,000 793,172,000 77,865 79,317
Shares repurchased and cancelled BB kKA (184,000) (16,464,000) (19) (1,646)
Shares issued upon exercise B s
of share options Bk 4,408,000 1,940,000 441 194
At end of the period/year REIR /R 782,872,000 778,648,000 78,287 77,865
Equivalent to RMB’000 ZEARETT 83,336 82,964
During the period, 4,408,000 share options under the Company’s RAEAR - 4,408,000 AR R AN 7 B AR RE AT &I
share option scheme were exercised. Accordingly, 4,408,000 R EE BT o EHitt ¢ 4,408,000 [ &R E
ordinary shares of HK$0.1 each were issued as a result of exercise of BEEE —=2 2 L BRE AZS BRI T m
share options. 1T °
The Company repurchased 184,000 shares on The Stock Exchange RABIEERBEE X 5 AR A RIFER 184,000 A%
of Hong Kong Limited at an aggregate consideration of HK$127,960 AATR - BERATBRERERE127,9607T °
before expenses. The repurchased shares were subsequently LA_ERR )RR BB [E11& B 4t iE o B sHIR( EER
cancelled. The nominal value of the cancelled shares were transferred SRED BRI E AR E R FE RN ER RO R T
to the capital redemption reserve and the premium payable on the Bm (B 2 iR AR B o

repurchase was charged against the share premium account.
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15. SHARE OPTION SCHEME 15. ERRHESTE

The Company operates a share option scheme (the “Scheme”) for ARRRY —BERESSI((HE DIERE T
the purpose of providing incentives and rewards to eligible persons ABASBEEB 2KINELERMNEERLREA
(including the Company’s directors, employees of the Group and T (BEARTNES - AEEfEES RIERET
other eligible participants as defined under the Scheme) who MR TEHEME BIR2EE) K HE) & 12F) -
contribute to the success of the Group’s operations. The Scheme ZETEIR =TT =F A=+ —BEMR - WhHZ
was adopted on 21 June 2003 and will remain in force for 10 years HEF+FEFANER B2 —=FA=1+H
from that date until 20 June 2013. ke

Movements of Company’s share options under the Scheme during AN AER R AR B E RIS AT

the period are as follows:

Closing price of the
Number of share options Company's shares (c)
EREdE FAARMETER ()
Name or 882 At1 Granted Exercised Lapsed At30  Dateofgrantof Exercise period of Exercise price  Atimmediate date
category of £ January during during during the June  share options (3) share options of share before
participant 58 2009 the period the period period (d) 2009 (ddl/mm/yy) (dl/mm/yy) options (b) the grant
RUukRE e
N80k Ly A58 A58 HBBAE B8 fikHE BhE RiREE
-f-A R B B&H(0) ABZtE (R/R/%) (B/R/B) k&L A%
HKS HKS
Director £
Mr. GaoYi i 600,000 - (300,000) - 300,000 812004 281208-271210 058 059
3,000,000 - - - 3,000,000 O4/04/07  04/04/08-03/04/13 071 070
3,600,000 - (300,000) - 3,300,000
Other employees 2itRE
n aggregate ) 1,900,000 - (800,000) - 1,100,000 17104 A7A106-161110 083 062
10,100,000 - (2908,000) - 7,192,000 812004 281208-271210 058 059
800,000 - - - 800,000 100107 01/09/07-31/08/12 072 068
4500000 - - - 4,500,000 O4/04/07 04/04/08-03/04/13 071 070
1,300,000 - - - 1,300,000 10007/07 10/07/08-09/07/13 080 080
800,000 - - - 800,000 01/02008  01/02009-31/01/14 074 074
1,000,000 - - - 1,000,000 0912008 09/12009-08/12/14 070 01
20,400,000 - (3,708,000) - 16,692,000
Other participant Rfpaz 400000 - (£00,000) - - 06/06/05  05/05/06-04/06/09 050 049
24,400,000 - (4.408,000) - 19.992,000
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15. SHARE OPTION SCHEME (CONTINUED) 15. MEMRHE (&)

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

(b) The exercise price of the share options is subject to adjustment (o) fREFTHEAR S BEATA MRS AR R IR IR
in the case of rights or bonus issues, or other similar changes in Hmaplea) - BIBRENITHEEZRTIA
the Company’s share capital. FEE o

(¢) The price of the Company’s shares disclosed as at immediate € RETEREN —RABEENERRRS
date before the grant of the share options is the Stock Exchange BERARERTERESERI—ERSH
closing price on the trading day immediately prior to the date of RS S BTULTIE ©

grant of the options.

(d) Options lapsed in accordance with the terms of the Scheme due 0 ERNESBHERD  BRERESEIRNG
to resignation of employees. SR T LARRK -

The price of the Company’s shares disclosed immediately before REE AT T B BRI R R A A RGO B
the exercise date of the share options is the weighted average of R N BB R R8T BB ARETT(E B AR
the Stock Exchange closing prices immediately before the dates on —HREE R FTAR D IT B R D98 - EE R
which the options were exercised over all of the exercise of options EffEE B TEMBRERNEETHEAR—B 2
within the disclosure line. The weighted average closing price of INEEERH T E D B ABESZ I RAEE
Company’s shares immediately before the dates on which the options A=A -

were exercised by the Director and other employees were HK$0.69
and HK$0.82 respectively.

For the six months ended 30 June 2009, no shares options were BEZZTTNFASA=THILEARER  AARE
granted or cancelled. As at 30 June 2009, the Company had Bl R EMERE - RZTThFE A=+
19,992,000 share options outstanding under the Scheme, which H - AR AIREETE]#8 19,992,00017 5 A 141
represented approximately 2.6% of the Company’s shares in issue as RITE + HEERARRRZBHBEETRNEN
at that date. The exercise in full of the remaining share options would, 2.6% ° BEARRRBERERE - BHITEH
under the present capital structure of the Company, result in the issue T B AR 1 G AN A RIREH1NEE1719,992,0000%
19,992,000 additional ordinary shares of the Company, additional I AR DA M 2 A B K 1,999,200 T RE SR AR FN A
share capital of HK$1,999,200 and share premium of HK$11,272,160 #11,272,1607CA% 5@ B CRATAR 1A BE1TRIS) ©

(before share issue expenses).
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15.

16.

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

15.

B (&)

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
A :

model:

Date of Grant REAH 17/11/2004 28/12/2004 05/05/2005 10/01/2007 04/04/2007 10/07/2007 01/02/2008 09/12/2008
Dividend yield (%) REE(%) 6.94 7.53 8.92 6.05 5.87 5.14 5.85 6.27
Expected volatility (%) TR (%) 47 46 47 43 43 43 43 39
Historical volatilty (%) BERE (%) 47 46 47 43 43 43 43 39
Risk-free interest rate (%) ERRITRE (%) 2.76 2.91 290 3.7 4,06 4.63 2.20 1.63
Expected life of option (year) BRERHES(F) 6 6 4 6 6 6 6 6
The expected life of the options is based on the historical data BRERTFHDEREBAEAFTNELERE
over the past five years and is not necessarily indicative of the E - ARMBERRTREREN AR - BHIKEIR
exercise patterns that may occur. The expected volatility reflects the BB TR IR AT AR B B AR - HERRBE
assumption that the historical volatility is indicative of future trends, AVEBERER -

which may also not necessarily be the actual outcome.

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

RESERVES 16. A&

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

(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.
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16. RESERVES (CONTINUED) 16. f#fE (4)
(i) Statutory surplus reserve (“SSR”) (i) ZERBHAIAES
In accordance with the Company Law of the PRC and the BEFBEARNERTRKBRARNARE
articles of association of the Mainland China subsidiaries, the B PEMNEARSEERTBEARE T
Mainland China subsidiaries are each required to allocate 10% R BEFEENA10% DEEETE R
of their profit after tax, as determined in accordance with the BAES  AEATEBARESED S
PRC generally accepted accounting principles, to the SSR Mo B A Rk & AR K50% ° DA E Bk
until such reserve reaches 50% of the registered capital of the NIEE A E R RANAIEMRA - EE
Mainland China subsidiaries. Part of the SSR may be converted b 1E HRREE T R A sE B N8 25% ©
to increase paid-up capital, provided that the remaining balance
after the capitalisation is not less than 25% of the registered
capital.
(iii) Exchange fluctuation reserve (i) EN KBS
The Exchange fluctuation reserve is used to record exchange B 5 R B (& 1 0 R VE R SR E AN BT /B &
differences arising from the translation of the financial statements AW TS SRk PEE ARV IE H 258 o
of foreign subsidiaries.
17. COMMITMENTS 17. &I
(a) Operating lease commitments (a) EEHEERE
At 30 June 2009, the Group had total future minimum lease HE_ZTTNFA=1TH AEEBRE
rentals payable under non-cancellable operating leases falling TR HSEAE S B & R R ER RIER
due as follows: EFoRmsEnT
30 June 31 December
2009 2008
—EEAE  —TI)F
~NA=E+HE +=ZA=1+—8H
(Unaudited) (Audited)
(REBEX) (BEER)
RMB’000 RMB’000
ARET ARETIT
Within one year —FR 1,540 1,368
After one year but no more —FRETERN
than five years AF 2,537 916

4,077 2,284
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17. COMMITMENTS (CONTINUED) 17. &IE (1E)
(b) Capital commitments (b) EREE
Capital expenditure for the acquisition of plant and machinery: BEMRE RS2 BN
30 June 31 December
2009 2008
—EEAF —TT)NFE
XA=+A +ZA=t+-8
(Unaudited) (Audited)
(REEERK) (BEF%)
RMB’000 RMB’000
AR¥T T AREETIT
Contracted, but not provided for BET4) - ERIEBHE 44,955 54,990
Authorised, but not contracted for B - BRFTH 103,736 58,380
148,691 113,370

18. RELATED PARTY TRANSACTIONS 18. BERRS

During the period, the Group had the following material related party AR ARERUTEABEIRS

transactions:

Compensation of key management personnel: AEETRERAEMSE -

For the six months

ended 30 June

BZEANA=THLAEA
2009 2008
—EEAF —EENF
(Unaudited) (Unaudited)
(REER) (REEEZ)
RMB’000 RMB’000
AR¥TT ARETTT
Short-term employee benefits EHEB AT 1,815 1,848
Post-employment benefits RINEET 36 37
Share-based payments LA (D BEA AR 50 95
1,901 1,980
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19. 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. This exposure arises from sales of the Group’s
subsidiaries denominated in currencies other than the Group’s
functional currency. Approximately 6% of the Group’s sales for the
six months ended 30 June 2009 (2008: 8%) 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.

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.
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19. SRiEREEEERYE

AEEHRBRKESFENENE SRR E M
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EERBRERBEEZRER - LT AEESRHIL
RAEEE L FRRRBRRZEE

S L B
AEBRPBEREAIILEEMERRE - R
- AEEDEHRSEERE - ARARRKA
AR SR B ) B KPP B R RUA AR BEIThBE B
MINZ EBEITZHE - BE_FTFTNFRA
=T RIEXRER  REEL6% 2 HETIARE
BIhEE B IAIN 2 BRERHE - RULEITIRER R A
Shz EH% - AEBRAREZEERE TRIT
AR RTIRERH

FERR
AEEERZEEEVENE=FETRS - &
RASENRER - ARREERETRINE
F YAEBEEZERFE  HAEE - It
S REE SR EERRUGIAREHRNOBER -
MANEEHRRRERIL AEK

REBAREEGYBEENEERR P e
BHRe RERER - ERKFIRRIZ A A B
ABSENMBEE - ARBERHTENMES
MEERR - LRAFNZEFTLANKEE -

HRAREERZEZEREREEUENE=
FETRS  WIR2EMER - EhEERR
MEF/ XSHFER - FtASE BRI EER
BEREPEERR
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19.

20.

21.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (CONTINUED)

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.

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 2009.

COMPARATIVE FIGURES

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

APPROVAL OF THE INTERIM FINANCIAL REPORT

The interim report was approved and authorised for issue by the
board of directors on 21 August 2009
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Suites 3212-13, Shell Tower, Times Square, 1 Matheson Street, Causeway Bay, Hong Kong.
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22 Tianling Road, Wuzhong Economic Development District, Suzhou, Jiangsu, PRC.
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