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Corporate Information
NEIEH

BOARD OF DIRECTORS

Executive Directors

Ms. LI Kei Ling (Chairman)

Mr. HUNG Yung Lai

Mr. LI Tung Ming (resigned on 23 February 2018)
Mr. CHEN Shaojun (appointed on 8 January 2018)

Non-Executive Director
Mr. LEUNG Hong Man

Independent Non-Executive Directors

Mr. CHQOI Tat Ying Jacky (retired on 24 May 2018)
Mr. LO Tung Sing Tony

Mr. EDE, Ronald Hao Xi

Ms. LAM Ming Yee Joan (appointed on 25 May 2018)

CHIEF EXECUTIVE OFFICER
Mr. CHEN Shaojun

AUDIT COMMITTEE
Mr. CHQOI Tat Ying Jacky
(Former Chairman, retired on 24 May 2018)
Mr. LO Tung Sing Tony (Chairman)
Mr. EDE, Ronald Hao Xi
Ms. LAM Ming Yee Joan (appointed on 25 May 2018)

REMUNERATION COMMITTEE

Mr. EDE, Ronald Hao Xi (Chairman)

Ms. LI Kei Ling

Mr. CHOI Tat Ying Jacky (retired on 24 May 2018)
Mr. LO Tung Sing Tony

Ms. LAM Ming Yee Joan (appointed on 25 May 2018)

NOMINATION COMMITTEE

Ms. LI Kei Ling (Chairman)

Mr. CHOI Tat Ying Jacky (retired on 24 May 2018)
Mr. LO Tung Sing Tony

Mr. EDE, Ronald Hao Xi

Ms. LAM Ming Yee Joan (appointed on 25 May 2018)

AUDITORS
Ernst & Young
Certified Public Accountants, Hong Kong
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PRINCIPAL BANKERS

Bank of China (Hong Kong) Limited, Hong Kong

The Hong Kong and Shanghai Banking Corporation Limited, Hong Kong
Industrial and Commercial Bank of China Suzhou Wuzhong Sub-Branch
Bank of China Wuzhong Sub-Branch of Suzhou

Agricultural Bank of China Suzhou Nanmen Sub-Branch

HEAD OFFICE AND PRINCIPAL PLACE OF BUSINESS
Units 3001-02, 30/F, CNT Tower, 338 Hennessy Road,
Wanchai, Hong Kong

REGISTERED OFFICE
Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111

Cayman Islands

PRINCIPAL SHARE REGISTRAR AND TRANSFER OFFICE
Conyers Trust Company (Cayman) Limited

Cricket Square, Hutchins Drive, P.O. Box 2681,

Grand Cayman KY1-1111, Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR AND
TRANSFER OFFICE
Tricor Abacus Limited

Level 22, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong

SHAREHOLDER’S CALENDAR

Closure of Register of Members for Interim Dividend and
Special Dividend

Thursday, 27 September 2018 to Friday, 28 September 2018

(both days inclusive)

Record Date to determine Shareholder’s entitlement to
the interim dividend and special dividend
Wednesday, 26 September 2018

Interim Dividend, payable
HK$0.015 per Sub-divided Share, payable on or about 11 October 2018

Special Dividend, payable
HK$0.075 per Sub-divided Share, payable on or about 11 October 2018
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Group Structure

REBEREE

Dawnrays Pharmaceutical (Holdings) Ltd.

RImE A (1) B R A A
(incorporated in the Cayman Islands with limited liability)
(RHRSEETMAIHERAT)

Listed on the Main Board of SEHK (Stock Code: 2348)
BB ER BT (B H55%:2348)

+ 100% 3 100%
Dawnrays International Co. Ltd. Dawnrays Biotechnology Capital (Asia) Ltd.
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(incorporated in the British Virgin Islands with limited liability) (incorporated in Hong Kong with limited liability)
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Dawnrays International Company Limited
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The board (the “Board”) of directors (the “Directors”) 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
2018 (the “period”) together with the comparative figures in 2017. These
interim results have been reviewed by the audit committee of the
Company.

RESULTS

The Group recorded revenue of approximately RMB496,927,000 for the
six months ended 30 June 2018 (2017 (restated): RMB433,518,000),
representing an increase of 14.6% compared to the same period of 2017.
Profit attributable to the owners of the parent was approximately
RMB166,193,000 (2017: RMB148,968,000), representing an increase of
11.6% over the same period of 2017.

The increase in turnover and profit was mainly due to the remained growth
in sales of the Group’s specific medicines, as well as the significant
increase in the sales of the Group’s series products of cephalosporin
antibiotics compared with the same period of 2017.

BUSINESS REVIEW AND PROSPECT

As various medical and pharmaceutical policies and measures issued by
the Chinese government in 2017 continued to exert influence in the period,
the pharmaceutical industry was driven into a deep process of change.
Although the supply reform policies, such as curbing medical insurance
expense, lowering the price share of pharmaceutical products and
reducing price through tendering system, exerted pressure against the
growth of the pharmaceutical terminal market, the actual demand for drugs
in the market increased due to influences of the aging population and the
continuous improvement in affordability of the general public as well as
other social factors. During the period, the Group carried out sales based
on the marketing design and layout of 2017. However, in response to
changes in market factors timely, the Group have adopted targeted
measures and allocated appropriate resources to maximize the market
share, leading to a growth in the Group’s results even under the highly
competitive business environment.

Chairman’s Statement
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Chairman’s Statement

ERRE

Following the Company’s 2017 Annual Report, detailed information on the
progress of the relocation compensation for Suzhou Dawnrays
Pharmaceutical Co., Ltd., a subsidiary of the Group, and the transfer of the
entire equity of Guangdong Dawnrays Pharmaceutical Co., Ltd. by
Dawnrays International Company Limited (58 3w BIBR % 5 B TR A &), please
refer to the Management Discussion and Analysis in this report. In addition,
the application for Class 1 new drug registration of AK102, a monoclonal
antibody agent, from AD Pharmaceuticals Co., Ltd. (“AD Pharmaceuticals”),
which was jointly invested by Dawnrays Biotechnology Capital (Asia)
Limited, a subsidiary of the Company, and Akeso Biopharma Inc., has
officially launched clinical trials. Meanwhile, active efforts are being made
and satisfactory progress was achieved for the application of clinical trial
registration for AK109, another drug of AD Pharmaceuticals under
development.

At the extraordinary general meeting held by the Company on 3 August
2018, the shareholders attended have voted to approve (i) the declaration
and payment of a special dividend of HK$0.075 per Sub-divided Share,
and (ii) the share sub-division (which took effect on 6 August 2018). The
details are set out in the announcement of the Company dated 11 July
2018 as well as the circular dated 18 July 2018.

July 2018 marks the fifteenth anniversary of the Company’s shares listing
on the Hong Kong Stock Exchange for trading. As stated above, the
Company has declared to pay a one-off special dividend to shareholders
in celebration of the Fifteenth Anniversary and expressing our appreciation
of the long-term support from our shareholders. Looking back at the past,
the board of directors of the Company has always relied on the interests of
shareholders, and adhered to the concept of steady development, so as
to build the Group’s business and brand. The Group has successfully
developed a variety of high-quality specific medicines and antibiotics
products, which are recognized by the market and are beneficial to the
treatment of patients, as well as making outstanding contributions to the
Group’s profit for many years. The Company has also consistently
managed financial matters in a steadfast manner, enabling the Group with
sound financial strengths to cope with development opportunities and risks
arising from China’s pharmaceutical market from time to time.
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Looking forward to future development of China’s pharmaceutical market,
the current government policies, on the one hand, focus on the supply
reform and curbing the growth of public medical expenses; on the other
hand, the government encourages stakeholders to improve product quality
and invest more resources in product development and technological
innovation through various industrial policies and measures, with the aim to
improve the level of China’s pharmaceutical industry as a whole. As a
result of which, the consumer groups will have access to more high-quality
and reliable products, and a solid foundation and good conditions will be
created for the industry to fully participate in global business competition in
the future. Therefore, China’s pharmaceutical industry will move towards
high level in an orderly way, and each segment of the industry will continue
to face more stringent and standardized requirements. Under these
premises, the continuous development and success of pharmaceutical
companies depends on the precise combination of market-based product
development, production and sales, which are closely interconnected and
in need of cycle-forward and continuous optimization. The Company will,
based on the success experience of the past years, make overall efforts in
the plan and management of R&D, production and sales. The Company
will vigorously promote the integration of these three aspects to achieve
maximum results, in hope of fully releasing the potential value of the
Group’s industrial chain and creating fruitful returns for the shareholders of
the Company.

INTERIM DIVIDEND

The Board resolved to declare an interim dividend of HK$0.015 per Sub-
divided Share for the year ending 31 December 2018, approximately
amounting to a total sum of HK$23,796,000 (equivalent to approximately
RMB20,713,000).

APPRECIATION

Meanwhile, | would like to take this opportunity to express my appreciation
for the support to me from the Company’s shareholders and directors and
the Group’s business partners, management personnel and all staff.

By Order of the Board
Li Kei Ling

Chairman

Hong Kong, 23 August 2018

Chairman’s Statement
FEHRE

REPEBEMGARER  BFRTRE-TTH
REEHRENE  ERRLBRBEANAXER 5
THEHIVEBBTIRMNEXRBRMEE  SXBRHER
DEMEENRIRAR L BRI Em NIRRT -
feMBREATERMETRKE  SHEREES
BEHAUENEREE  TRTERKRZAZEHRI
EEHFAEREERN R IGMS - At - hEISI%
EXKEFERARKER  SANTERARER
A E BRI EMER - RULATIR T - HELERE
BRENTRERDY) - BURRIATIS B KE R E D
i AERBEH=-ATENBEELES  BEE
& WAEHRRATEREL - ARABRFBESF
REVKINAERR - 2T AR BIME IR AFAT S - £ M
ENTIE  BHRE=FEEBHESLEESZARKI
DHgE R BRASBEEX RGN EEEE  #8
RARBIRREEGENREDR -

FHARRE
ERERFERBEE-_ZT—/\F+ZRA=+—HL
FE R E SRR B 0.0157T - A ELE
#k 23,796,000 7T (AAEE 7 AR 20,713,000 7T) ©

R
e NRABRRRRURER  EFRAKEM
BEBRY BEEABMBEINIHRERLHE

EEEE®
E=H®
FE

B8 - \F/N\AZ+=H

INTERIM REPORT 2018 —Z—N\EHRiishs [



Management Discussion and Analysis

EEBENmEDON

REVIEW OF OPERATIONS

For the six months ended 30 June 2018, the Group recorded a turnover of
approximately RMB496,927,000, representing an increase of
RMB63,409,000 or 14.6% compared with the corresponding period of last
year. Of which, the sales amount of intermediates and bulk medicines
reached RMB110,892,000, increasing by RMB45,240,000 or 68.9%
compared with the corresponding period of last year. The sales amount of
finished drugs reached RMB386,035,000, representing an increase of
RMB18,169,000 or 4.9% compared with the corresponding period of last
year.

Under the pressure of intense market competition, the Group continued to
optimize product quality and strived to reduce production costs. Due to
the significant enhancement in the competitiveness of intermediates and
bulk medicines, the results of related segment has improved compared
with the corresponding period of last year, which reversed the loss
situation that lasted for several years.

The sales amount of system specific medicines continued to grow, of
which that of “Leiyide” (% 51
hepatitis B virus increased by 24.4% compared with the corresponding

) (Entecavir Dispersible Tablets) for treating
period of last year. As for the “An” (%) series for treating hypertension and
“Xikewei” (P ] &) for treating allergies, the Group’s marketing management
continued to control and bring into full play of their market advantages.
Under the continuous support of the optimization of supply and marketing
systems, the sales of these series of products continuously made an
extremely important contribution to the Group’s profitability.

During the period, the Group’s marketing management closely inspected
the effectiveness of various business plans, and appropriately adjusted the
marketing ideas and strategies of the Group’s products and strengthened
resource allocation in response to the rapid changes in the market. They
actively explored blank markets and deepened existing markets to ensure
the continuous growth of Group’s turnover.
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Management Discussion and Analysis

PRODUCT R&D

Apart from the description in the following section of “NEW PRODUCTS
AND PATENT LICENSING”, the Group’s ongoing research projects cover
the therapeutic areas of circulatory system, digestive system, endocrine

system, antiviral drugs, etc.

The Group will continue investing more resources in production technology
and product R&D and innovation, and seek after various forms of external
cooperation opportunities so as to strengthen our product mix and
profitability foundation.

CONSISTENCY EVALUATION

During the period from January to June 2018, the Group conducted quality
consistency assessment for 8 varieties. Of which, 4 varieties were
completed bioequivalency (BE) clinical research with 2 varieties were filed
the application to the Center for Drug Evaluation of China Food and Drug
Administration (CDE) for consistency evaluation, and 2 varieties were in the
process of preparing related application materials. In addition, 3 other
varieties were in bioequivalency (BE) clinical research, and one variety was
in pharmaceutical research.

PRODUCTION QUALITY

During the period, the Group’s production of intermediates and bulk
medicines increased by 34.4%, and the production of cephalosporin
powder for injection increased by 165.0% compared with the
corresponding period of last year. The production of solid-dosage-forms
decreased by 3.2%. Due to the improvement of the Group’s production
process and the enhancement of the quality control system, the product
quality status has been greatly improved, further enhancing the product
market competitiveness of the Group. In addition, in June 2018, the
Group’s subsidiary, Suzhou Dawnrays Pharmaceutical Co., Ltd. passed
the on-site inspection of GMP recertification tracking inspection by Jiangsu

Provincial Food and Drug Administration.

OTHER MATTERS

During the period, the Group promoted corporate governance and other
aspects in an orderly manner, and continued to improve the safety and
environmental protection. The Group comprehensively optimized the
performance appraisal system of production network, further inspiring the
enthusiasm of employees. The Group actively carried out the cultural

construction to further enhance the cohesiveness of employees.
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Management Discussion and Analysis

EEBENmEDON

NEW PRODUCTS AND PATENT LICENSING

(1) During January to June 2018, a total of 6 declarations for registration
were filed with the Food and Drug Administration of Jiangsu Province
(including 3 for supplemental applications and 3 for re-registration); 3
re-registration approval documents and 2 supplemental approval
documents were obtained.

(2)  One patent certificate was obtained

“A Photo-degradation Product of Ceftriaxone Sodium and Its
Preparation Method and Analytical Detection Method” was granted a
national invention patent (Patent No. ZL201510368880.2) on 8 June
2018.

HONORS AWARDED IN 2018

In March 2018, Suzhou Dawnrays Pharmaceutical Co., Ltd., a subsidiary
of the Group, was honored as “Top Ten New Economy Enterprises of
Jiangsu Province” (The First Session) jointly by Jiangsu Provincial Brand
Strategy Promotion Committee (T #% 44 b8 % 2 (2 i
Enterprise Directors Association (T & & & %¥ R # &) and Jiangsu
Federation of Industrial Economics (T #f& T4 EBE ).

@), Jiang Su Province

FINANCIAL REVIEW

SALES AND GROSS PROFIT

The comparative figures of revenue, gross profit, selling and distribution
expenses, and segment revenue of finished drugs for the six months
ended 30 June 2017 mentioned in this report have been restated due to
reclassification of some of selling and distribution expenses during the
corresponding period of 2017.

For the six months ended 30 June 2018, the Group recorded a turnover of
approximately RMB496,927,000, representing an increase of
RMB63,409,000, or 14.6%, compared with that of RMB433,518,000
(restated) during the corresponding period of last year. Of which, sales of
intermediates and bulk medicines was RMB110,892,000, representing an
increase of RMB45,240,000, or 68.9%, compared with last year; sales of
finished drugs was RMB386,035,000, representing an increase of
RMB18,169,000, or 4.9%, compared with last year. The increase in
turnover was mainly attributed to the sales growth of intermediates and
bulk medicines and Entecavir tablets.
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Management Discussion and Analysis

Sales amount of finished drugs, comprising system specific medicines,
powder for injection and tablets of cephalosporin and other oral solid-
dosage-form of antibiotics, reached approximately RMB386,035,000.
Taking into account of the total turnover, sales amount of finished drugs
was approximately 77.7%, representing a decrease of 7.2 percentage
points compared with last year. Of which, sales amount of system specific
medicines accounted for approximately 90.0% of sales of finished drugs.

Export sales amount accounted for approximately 14.6% of the total
turnover. The export destinations mainly included countries and regions
such as Hong Kong, Switzerland, South Korea and Russia etc.

Gross profit was approximately RMB312,672,000, which was increased
by RMB29,378,000 compared with the corresponding period of last year.
Gross profit margin was 62.9%, which was decreased by 2.4 percentage
points compared with 65.3% (restated) as in the corresponding period of
last year. It was mainly due to the increase in sales proportion of
intermediates and bulk medicines.

TABLE OF TURNOVER ANALYSIS

Turnover (RMB’000)
EXB(AR¥TR)
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HAEESBAOGREERN14.6% HOME N
TEEEEE It BR - RENFERKMLE -

EFFEH AR 312,672,000 @ HEFREPEINA
[ 29,378,000 7T © EF %X 262.9% + 8 A F A H
H65.3% (&£EF)) TR T24EEDE - TEEFH
BE R RR SRS L g N

BEREIN — RERERE D

Sales Breakdown (%)

HELLH (%)

For the six months ended 30 June
BERAZTHLEARER

For the six months ended 30 June
BZEXA=THIEAEAR

Percentage
points
Product 2018 2017 Changes 2018 2017 changes
Em “BE-N\F —T—tF 2y ZB-\F —T—+F FREIYH)
(Restated) (Restated)
(fgE51) (&=3)
Intermediates and Bulk Medicines 6 I R R 110,892 65,652 45,240 22.3 15.1 7.2
Finished Drugs ik 2 386,035 367,366 18,169 7.7 84.9 -7.2
Overall et 496,927 433,518 63,409 100.0 100.0 0.0
EXPENSES =4

During the period, the total expenses incurred were approximately
RMB127,596,000, equivalent to 25.7% of turnover (2017 (restated):
25.2%), an increase of 0.5 percentage points compared with the
corresponding period of last year. The total expenses increased by
approximately RMB18,558,000 compared with the corresponding period
of last year, mainly attributed to the increase in distribution expenses and
R&D costs.

REAE - BRAXEHANH AR 127,596,0007T « (5
FHEAOLLO RBT%(ZFTE -+ F(LKET):
25.2%) ' Lk FFREEAOSEESE - ERBRSE
BRAFRAE N AR 18,658,0007T + A E
ZEREARDHEARFEBRILIN -
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SEGMENT PROFIT

For the six months ended 30 June 2018, the segment profit of finished
drugs segment was approximately RMB253,681,000, which was
increased by approximately RMB6,850,000 when compared with the
segment profit of RMB246,831,000 as in the first half of 2017. The
segment profit of intermediates and bulk medicines segment was
approximately RMB3,295,000, compared with the loss of RMB5,778,000
as in the first half of 2017. The loss situation of the Group’s intermediates
and bulk medicines business was reversed due to the Group’s strict
control on the production cost of cephalosporin bulk medicines and the
recovery of the bulk medicines market.

INTERESTS AND RIGHTS IN ASSOCIATE

During the period, AD Pharmaceuticals Co., Ltd., which was invested by
the Group’s subsidiary Dawnrays Biotechnology Capital (Asia) Ltd., has
officially launched Phase | clinical trials for the application of class 1 new
drug registration of AK102, a monoclonal antibody agent. For the six
months ended 30 June 2018, the R&D and administrative expenses
occurred by that company have totaled approximately RMB9,907,000. As
a result, the Group shared, in proportion to the investment percentage, an
investment loss of approximately RMB3,468,000, as compared with that
of RMB1,660,000 in the corresponding period of 2017.

PROFIT ATTRIBUTABLE TO OWNERS OF THE PARENT

For the six months ended 30 June 2018, profit attributable to owners of
the parent amounted to approximately RMB166,193,000, representing an
increase of RMB17,225,000 or 11.6% compared with the corresponding
period of last year. The increase was mainly attributed to the growth in
sales of finished products and the performance improvement of
intermediates and bulk medicines.

ANALYSIS ON THE RETURN ON ASSETS

As at 30 June 2018, net assets attributable to owners of the parent were
approximately RMB1,899,349,000. The return on net assets, which is
defined as the profit attributable to owners of the parent divided by net
assets attributable to owners of the parent, was 8.7% (2017: 8.7%). The
current ratio and quick ratio was 4.4 and 4.1 respectively. Turnover days
for trade receivables were approximately 67 days. Turnover days for trade
receivables including notes receivables were approximately 119 days.
Turnover days for inventory were approximately 127 days. Turnover days
for trade receivables increased because of the extension of customer
payback period; turnover days for inventory decreased as compared with
the end of last year.
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Management Discussion and Analysis

LIQUIDITY AND FINANCIAL RESOURCES

As at 30 June 2018, the Group held cash and bank balance of
approximately RMB675,126,000 (as at 31 December 2017:
RMB611,077,000). In addition, in order to operate the idle funds more
effectively and improve returns, the Group had placed total
RMB550,000,000 on principal-preservation type of structured deposits
with interest rates at 4.1%-4.7% p.a. to several creditworthy banks in
Mainland China.

During the period, the Group used idle funds to purchase the bonds of
China Development Bank at the cost of RMB30,000,000, equivalent to
RMB30,063,000 measured at fair value as at 30 June 2018.

During the period, the net cash flows from operating activities was
approximately RMB118,280,000 (2017: RMB172,638,000). Net cash flows
used in investing activities was approximately RMB137,149,000 (2017:
RMB210,536,000). Net cash flows from financing activities was
approximately RMB3,247,000 (2017: net cash out flow RMB89,617,000).
Cash and cash equivalents decreased by approximately RMB15,622,000
(2017: RMB127,515,000).

As at 30 June 2018, the Group had aggregate bank facilities of
approximately RMB998,876,000 (as at 31 December 2017:
RMB918,341,000), of which, bank facilities of HK$117,000,000 were
secured by corporate guarantee of the Company. The Group’s short-term
bank loans of HK$95,000,000 was arranged on the floating rate, and the
loan interest rate was HIBOR + 1.1%. As at 30 June 2018, the debt ratio
(defined as sum of interest-bearing bank loans over total assets) of the
Group was 3.3% (as at 31 December 2017: Q).

As at 30 June 2018, the Group had inventory balance approximately
RMB138,590,000 (as at 31 December 2017: RMB121,133,000).

As at 30 June 2018, the Group’s contracted but not provided capital
commitments amounted to approximately RMB4,137,000 (as at 31
December 2017: RMB4,500,000), which mainly derived from workshop
transformation in Dawnrays (Nantong) Pharmaceutical Science and
Technology Co. Ltd., staff dorm renovation and minor works in Suzhou
Dawnrays Pharmaceutical Co., Ltd. The Group has sufficient financial and
internal resources to bear the aforesaid capital expenditure.

BEENmRE DM

REBESRVHRER

RZE—NFEXNA=ZTH AEEFERSRRT
FRHARYBE75,126,000 (R -ZE—tF+=A
=+—H8: AR¥611,077,0007T) ° o AEH
WEABEES REER  REEERNEERTD
SRITRE B FF R 4.1%4.7% B (R ASE AL I8 B S
H AR ¥ 550,000,000 7T °

AR AEEEAREECEERRMABREITE
AR B AR 30,000,0007T 0 E - —N\FXA
= t+HZAAREBEFTEAARY30,063,0007T °
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118,280,000 T( =& —+ % : AR % 172,638,000
L) EREREEHNReRLFEOARE
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L) MEAFEHNE R A FELOARE 3,247,000
T(ZE—+F: R FEAR®89,617,0007T) °
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RITEFBRUNEERE) B33% (RZE—+tF+=
A=+—8:0)-

RIZE-—NFNA=Z1H KEEFEHRBEHAR
#138,590,000 (R —_E—+F+-_A=+—8:
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RZE—NENAZTH AEBHDTHERE
BENE AR AEOARKE 4,137,000 (R=F
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During the period, Dawnrays International Co. Ltd., the Group’s subsidiary,
transferred all the equity of Guangdong Dawnrays Pharmaceutical Co.,
Ltd., its subsidiary which had suffered from consecutive loss, to an
independent third party at the price of RMB2,900,000, and relevant equity
transfer formalities have been completed. The registered capital of
Guangdong Dawnrays Pharmaceutical Co., Ltd. was RMB3,000,000, and
the net assets at time of disposal were RMB33,000.

Due to the urban planning adjustment of Wuzhong Economic Development
District by Suzhou Municipal People’s Government, Suzhou Dawnrays
Pharmaceutical Co., Ltd., a wholly-owned subsidiary of the Group, entered
into the Relocation Compensation Agreement with the government where
it operates on 20 December 2017. Both parties agreed the relocation
compensation amount was approximately RMB351,200,000. According to
related accounting standards, such compensation shall be regarded as
policy-based relocation compensation, included into “other non-current
liabilities” in accounting, and recognized as income in case of disposal of
assets, paying the relocation fees, and subsequent depreciation of fixed
assets. In January 2018, Suzhou Dawnrays Pharmaceutical Co., Ltd.
received the first relocation compensation of RMB70,238,000.

Save as aforesaid disclosure, the Group had no significant external
investments or material acquisitions or disposal of subsidiaries and
associated companies during the period.

FOREIGN EXCHANGE AND TREASURY POLICIES

Considering the continued appreciation of Renminbi in the second half of
last year and at the beginning of this year, the Group purchased the foreign
exchange forward contracts of US$13,880,000 during the period so as to
avoid the foreign exchange risks in export trade. However, due to the
recent reverse fluctuation of Renminbi, the Group recorded a loss of
RMB717,000 in such forward contracts measured at fair value as at 30
June 2018.

The Group’s substantial business activities, assets and liabilities are
denominated in Renminbi, so the risk derived from the foreign exchange to
the Group is not high, except for the Group pays dividends in Hong Kong
Dollars. Therefore, the foreign exchange risks are primarily with respect to
Hong Kong Dollars.
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Management Discussion and Analysis

The treasury policy of the Group is to manage any risk of foreign exchange
or interest rate (if any), only if it will potentially impose a significant impact
on the Group. The Group continues to observe the foreign exchange and
interest rate market, and may hedge against foreign currency risk with
foreign exchange forward contracts and interest rate risk with interest rate
swap contracts if necessary.

STAFF AND REMUNERATION POLICY

As at 30 June 2018, the Group employed 852 employees and the total
remuneration was approximately RMB61,042,000 (2017:
RMB56,490,000). The Group regards human resources as the most
valuable assets and truly understands the importance of attracting and
retaining 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 schemes, share option scheme
and medical coverage. The Group also offers some of its employees
stationed in the PRC with dormitory accommmodation.

CHARGES ON ASSETS

As at 30 June 2018, the Group had not pledged any assets to banks to
secure credit facilities granted to its subsidiaries (as at 31 December 2017:
nil).

CONTINGENT LIABILITIES
As at 30 June 2018, the Group had no material contingent liabilities.

PLANS FOR SIGNIFICANT INVESTMENTS AND EXPECTED
SOURCE OF FUNDING

Save for those disclosed above in connection with capital commitments
under the section “Liquidity and Financial Resources” and increase of
registered capital, capital for relocation plans and investments in associates
as mentioned in the Annual Report 2017, the Group does not have any
plan for material investments or acquisition of capital assets.

SEGMENT INFORMATION
An analysis of the Group’s segment information for the six months ended
30 June 2018 is set out in note 2 to the interim financial information.
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Other Information
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DIRECTORS’ AND CHIEF EXECUTIVE OFFICER’S
INTERESTS AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

As at 30 June 2018, to the best knowledge, information and belief of the
Company after making reasonable enquiry, the interests and short
positions of the Directors and Chief Executive Officer of the Company in
the shares or underlying shares or debentures of the Company or any of
its associated corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (the “SFQ”)), as recorded in the register required to
be kept by the Company pursuant to Section 352 of the SFO, or as
otherwise notified to the Company and The Stock Exchange 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:

ESNAFRROREBERONESZNRAR

RZFB—N\FARA=TH EAQEHEL V&R
EMEMA - FIEERRME  AAREFEREER
ARBREFEMBEEER(ERRES RPEED
(&7 R BB G ) EXVED) M - R R E
FH O BERENARBRIEE S R AE RIS 352
FEENELM  IRBELTRRAEFETESFR
SHNBRETHEAMGEARBARBEHARIMAR
RNEN (B2 P ) R s ROR B EHIT

RAEAREBRPHOEFR :

Number of shares held,

capacity and nature of interest

BFENBROEE  BORESRME

Approximately

percentage of

Directly
beneficially  Share Option
Name Notes owned granted
EEEN
=L Mzt EHEEzZES B
Directors
BE
Ms. Li Kei Ling (a) 49,958,000 -
FHIRL T
Mr. Hung Yung Lai () 312,000 -
RRRIIS ST 4
Mr. Leung Hong Man (b) - -
REREE
Mr. Chen Shaojun (c) 2,852,000 8,000,000
BRAAE A4
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Through the Company's
controlled issued share
corporation Total capital (%)
R (P NYNE]

BEREHAR ERITRAN
BE By B9 (%)
294,072,000 344,030,000 43.37
294,072,000 294,384,000 37.11
50,000,000 50,000,000 6.30

- 10,852,000 1.37



Long

positions in shares and underlying shares of associated

corporation:

Name of
associated Relationship with
Name of Director corporation the Company
ExEH HECEE £ B b NN o] R EA
Ms. Li Kei Ling Fortune United the Company’s
Group Limited holding company
FHBRZT KA AHER AR

Mr. Hung Yung Lai

Fortune United
Group Limited

the Company’s
holding company

REEMS A KA AER AR
Notes:
() 294,072,000 shares of the Company are held by Fortune United Group

Save
Chief
in the

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

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

2,852,000 shares of the Company are directly beneficially owned by Mr.
Chen Shaojun and interest of 8,000,000 underlying shares are the share
options granted to him under the share option scheme of the Company. Mr.
Chen is deemed to be interested in the shares which will be issued to him
upon his exercise of options, representing approximately 1.009% of the
Company'’s issued share capital as at the date of this report. Details of Mr.
Chen Shaojun’s interests in the share options of the Company are disclosed
in note 18 to the interim financial information.

as disclosed above, as at 30 June 2018, none of the Directors or
Executive Officer of the Company had any interest or short position

shares or underlying shares or debentures of the Company or any of

its associated corporations as recorded in the register required to be kept

by the Company pursuant to Section 352 of the SFO, or as otherwise

required to be notified to the Company and the Stock Exchange pursuant

to the Model Code for Securities Transactions by Directors of Listed

Issuers.
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REBSEEROREERDTHER

Percentage of
the associated

Number of corporation’s
Ordinary Capacity and issued share
shares held nature of interest capital (%)
FEEBR BHEBEEE &7
HEA SO REREE BRAHE 2 E (%)
2 Through a controlled 50
corporation
iE—EESI R A
2 Through a controlled 50

corporation
A — ARSI A A

st -

(@ 294,072,000 RAARIRME—RNREBHB RS
+E ff BX 32 89 22 &) Fortune United Group Limited FT 3%
A ° Fortune United Group Limited B9 A% 78 R 2= H 35 4
+ % &% A H) Keysmart Enterprises Limited & 1 A& &t
& 5 A 2 & WA B Hunwick International Limited & B
B A 50% #x o

(o) 50,000,000 B AR BB FH— RN E B M A
AR EERARAMEE - REHKIZRERR

AAWEADETRABREREE NRBKREES
BEaEA 0% °

© 2,852,000 8 A RRIBNEAMRBELEEE T
A + 8,000,000 %48 Bl B 19 MY 4 &5 A IR IR AN A B B AR
BRTEIR TRNBERE  REEWRAERBTERZ
BRI B TR R 2 B 1SS - HIE AR AR AR
HEHABETRMNA1.009% > BRMRMAE LERARD
AR AR R B E Y P IR IS BRI RE 18 o

BLEdES RZF-NFANA=TAH  BERQF
EERRENARARECAABERA KD - 48
RO RESD  EECHERARRIREE S R
HEPIE2EFENELM - siRBE LT AFES
ETEFRGNBRETUERKANGARARRER
FrE) (I s SOR A -
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed under the heading “Directors’ and Chief Executive
Officer’s interests and short positions in shares and underlying shares”
above and in the share option scheme disclosures in Note 18 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 18 to the interim financial

information.

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

As at 30 June 2018, to the best knowledge, information and belief of the
Company after making reasonable enquiry, the interests or short positions
of the following persons, other than persons who were Directors or Chief
Executive Officer of the Company, in the shares and underlying shares of
the Company as recorded in the register required to be kept by the
Company pursuant to Section 336 of the SFO were as follows:

Name Notes Nature of interest

8 st ERME

Fortune United Group Limited (@) Directly Beneficially owned
BEERERER

Keysmart Enterprises Limited (@) Through controlled corporation
b e VNSIES S}

Hunwick International Limited (@) Through controlled corporation

BBEHIRRIRA

18 DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED SER8I% (128R) AR A 7

ESBERDVERNER

B bt [ 2 = AR B i) R AR B Ak 10 o i 25 Bk
B — 80 R BB T AR B R 18 P U A A AT B
BHEEI EARRLEEMES  FENRLEX
R 18R H) T LR AE BB A A B I A
B RN B R - IR BT R AR EREN
FARE B AR S E AN B QR R LM
ZHE o NS ESTRRBEMEMEABRRERER -
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BRAARARBREENFERBREZ GERN
hHR IS AR 18 o

FERRKRHEAMALTARD RAAEE R0 AHE

BX

RZZE—NEFRA=Z+TH BRRAREH AR
SRR - FTSERRME - REES MBS
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B 3

Approximate

percentage to

the total number

Number of of shares of the
Shares held

Long position/

Company (%)
HEEABE BT
BFENROBE KRENEDL (%)

short position

"R/ KR

294,072,000 37.07  Long position
e

294,072,000 37.07  Long position
1R

294,072,000 37.07  Long position

i



Name

=L

Mdm. lu Pun
ki et

Mr. Li Tung Ming
FRPELE

Time Lead Investments Limited

Toyo International Investment Limited

REERRNERAF

Mdm. Lo Mei Sai
BERIL

Mr. Leung Yiu Sing
RIBRK ST &

Mdm. Chu Shuet Fong
T4t

UBS Group AG

Notes

P aE

(d)

Nature of interest

BEME

Family interest
XEER

Directly Beneficially owned
BERERER

Through controlled corporation
BEEHILE

Directly Beneficially owned
ERERHER

Directly Beneficially owned
HEERHA

Family interest
ZEER

Through controlled corporation

BBEHIRRIRA

Through controlled corporation

BBEHIRRIRA

Family interest
RERE

Person having a security interest
in shares

HRMBHARLEEAA

Through controlled corporation
BBERIRREA

Other Information

Approximate
percentage to
the total number

Number of of shares of the

Shares held

BRENROEE

294,384,000

112,000

40,000,000

40,000,000

50,000,000

50,000,000

52,000,000

2,000,000

50,000,000

764,000

40,700,200

Company (%)

HIEERRACET

RAHE T L (%)

37.11

0.02

5.04

5.04

6.30

6.30

6.56

0.26

6.30

0.10

5.13

Hg

Long position/
short position

"R/ KR

Long position
1B

Long position
78

Long position
R

Long position
R

Long position
iR

Long position
e

Long position
8

Long position
e

Long position
e

Long position

30

Long position
i
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Notes:

(@  The issued share 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 issued share capital of Time Lead Investments Limited is beneficially
owned by Mr. Li Tung Ming. Mr. Li Tung Ming was an executive director of
the Company who resigned on 23 February 2018.

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

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

M) 2,000,000 shares of the Company are held by Dragon Asia Industrial
(Holdings) Limited, 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 issued share capital of Dragon Asia Industrial (Holdings) Limited.

(¢)) 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.

(h)  According to the corporate substantial shareholder notice of UBS Group AG
filed for the relevant event dated 22 December 2017 as shown on the website
of the Stock Exchange, UBS AG, UBS Asset Management (Hong Kong)
Limited, UBS Asset Management (Singapore) Ltd., UBS Fund Management
(Luxembourg) S.A. and UBS Fund Management (Switzerland) AG are directly
interested in 629,200shares, 9,376,000 shares, 537,000shares, 30,150,000
shares and 8,000 shares respectively. Since they are all controlled by UBS
Group AG, UBS Group AG is deemed to be interested in 40,700,200 shares
for the purpose of the SFO.

Save as disclosed above, as at 30 June 2018, the Company had not been
notified of any other persons (other than persons who were Directors or
Chief Executive Officer of the Company, whose interests are set out under
the heading “Directors’ and Chief Executive Officer’s interests and short
positions in shares and underlying shares” above) who had an interest or
short position in the shares or underlying shares of the Company as
recorded in the register required to be kept by the Company pursuant to
Section 336 of the SFO .
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PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

For the six months period ended 30 June 2018, neither the Company, nor
any of its subsidiaries purchased redeemed or sold any of the Company’s
listed securities.

COMPLIANCE WITH CORPORATE GOVERNANCE CODE

To the best knowledge, information and belief of the Directors, the
Company has complied with the code provisions of the Corporate
Governance Code (the “CG Code”) as set out in Appendix 14 of the Rules
Governing the Listing of Securities on the Stock Exchange of Hong Kong
Ltd. (the “Listing Rules”) during the six months period ended 30 June
2018.

UPDATES ON DIRECTORS’ INFORMATION UNDER RULE
13.51B(1) OF THE LISTING RULES

Mr. Choi Tat Ying Jacky, an independent non-executive director of the
Company retired as the Company’s independent non-executive director,
the chairman of audit committee and the member of remuneration
committee and nomination committee with effect from the conclusion of
annual general meeting of the Company held on 24 May 2018. Ms. Lam
Ming Yee Joan was appointed as an independent non-executive director,
a member of audit committee, remuneration committee and nomination
committee of the Company respectively with effect from 25 May 2018.
Details of the above change were set out in the announcement of the
Company dated 25 May 2018.

Mr. Ede, Ronald Hao Xi, an independent non-executive director of the
Company, has been the chief financial officer of Innovent Biologics Inc
since January 2018 and was appointed as executive director of that

company in June 2018.

The Board approved to adjust each of Mr. Lo Tung Sing Tony and Mr.
Ede, Ronald Hao Xi's annual remuneration to HK$360,000 and adjust Mr.
Leung Hong Man’s annual remuneration to HK$300,000 with effect from 1
April 2018.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) set out in Appendix 10 of
the Listing Rules as the Company’s code of conduct for dealings in
securities of the Company by the Directors. Based on specific enquiry of
all Directors, the Directors have complied with the required standard set
out in the Model Code, throughout the six months period ended 30 June
2018.

Other Information
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Other Information

Hg#

EVENT AFTER THE REPORTING PERIOD

Subsequent to the end of reporting period, on 3 August 2018, the
Shareholders in extraordinary general meeting approved Share Sub-
division of each of issued and unissued ordinary shares of par value of
HK$0.10 each into two sub-divided shares of par value of HK$0.05 each
and the declaration and payment of a one-off special dividend of
HK$0.075 per Sub-divided Share. Further details of the Share Sub-division
and the one-off special dividend were set out in the Company’s
announcement dated 11 July 2018 and the Company’s circular dated 18
July 2018.

AUDIT COMMITTEE

The Company has an Audit Committee which was established in
compliance with Rule 3.21 of the Listing Rules to oversee the Group’s
financial reporting system, risk management and internal control systems.
As at the date of this report, the Audit Committee’s chairman was Mr. Lo
Tung Sing Tony, Mr. Ede, Ronald Hao Xi and Ms. Lam Ming Yee Joan
were the committee’s members, all of them are independent non-executive
directors of the Company.

The unaudited interim condensed consolidated financial statements of the
Company for the six months ended 30 June 2018 have been reviewed by
the audit committee before making recommendation to the Board for
approval.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from Thursday, 27
September 2018 to Friday, 28 September 2018 (both days inclusive), for
the purpose of ascertaining entitlement to the Company’s interim dividend,
during which period no transfer of shares will be registered.

The record date for the purpose of determining shareholders’ entitlement
to the interim dividend is Wednesday, 26 September 2018. 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 Hong Kong branch share registrar and transfer office, Tricor
Abacus Limited, at Level 22, Hopewell Centre, 183 Queen’s Road East,
Wanchai, Hong Kong not later than 4:30 p.m. on Wednesday, 26
September 2018. Dividend warrants will be despatched to shareholders
on or about Thursday, 11 October 2018.

By Order of the Board
Li Kei Ling

Chairman

Hong Kong, 23 August 2018
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Condensed Consolidated Statement of Profit or Loss

AR S EER

For the six months ended 30 June
BEARAA=1THLAEA

2018 2017
—E-N\F —F—tF
(Unaudited) (Unaudited)
(REER) (CREEEZ)
(Restated®)
(EEH*)
Notes RMB’000 RMB’000
P5E ARETF T AREETIT
REVENUE PN 3 496,927 433,518
Cost of sales SHE A (184,255) (150,224)
Gross profit EF 312,672 283,294
Other income and gains H At A K Wz 3 23,970 13,713
Selling and distribution expenses HERDIHER (53,921) (44,854)
Administrative expenses 1TEE A (38,558) (40,012)
Other expenses HEiEH (34,906) (24,159)
Finance costs 5 ER 4 (211) (13)
Share of profits and losses of an associate  fE{h —EBEL A 7 2 B | & B8 (3,468) (1,660)
Profit before tax BRBE AR A 5 205,578 186,309
Income tax expense FriS#i 6 (39,385) (37,341)
PROFIT FOR THE PERIOD AR 166,193 148,968
Attributable to: AN B IR RS -
Owners of the parent ISYNETE YN 166,193 148,968
EARNINGS PER SHARE BARESEARERBFEA
ATTRIBUTABLE TO ORDINARY EEEREF (adjusted?)
EQUITY HOLDERS OF THE PARENT 8 (R A"
— basic, for profit for the period — AR UKRHRRFETE RMBO0.10476 RMBO0.09295
— diluted, for profit for the period — % UAEREREFFE RMBO0.10476 RMBO0.09295
* See note 24 for details regarding the restatements as a result of changes in * BRES BB - F20WE24 -
reclassification.
5 See note 8 for details. & BRAAENFS - B2HMES -

The notes from pages 32 to 64 form an integral part of these interim
condensed consolidated financial statements. K EB1D o

F32F 64 BEMMIEEAIL E/ERALRE R B HRE
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Condensed Consolidated Statement of Comprehensive Income

AR E EE WIS K

For the six months ended 30 June
BZEAA=t+HIEAEA

2018 2017
—E-N\F —F—tF
(Unaudited) (Unaudited)
(REBERZ) (REEEZ)
RMB’000 RMB’000
AR¥T T AREFIT
PROFIT FOR THE PERIOD 7N H R A 166,193 148,968
Other comprehensive income/(loss) to be BB ES BEEERN
reclassified to profit or loss in subsequent periods:  Hfbh & EUkz/(E2):
Exchange differences EH ZFE 24 (2,410)
OTHER COMPREHENSIVE INCOME/(LOSS) A EBRH AR EMEEKE
FOR THE PERIOD, NET OF TAX (fE518) 48 58 24 (2,410)
TOTAL COMPREHENSIVE INCOME FOR AHERH A m KA
THE PERIOD, NET OF TAX 166,217 146,558
Attributable to: AN S IBEG ¢
Owners of the parent S REIHE A 166,217 146,558

The notes from pages 32 to 64 form an integral part of these interim condensed
consolidated financial statements.
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Condensed Consolidated Statement of Financial Position

R BR AR & B I AR R 2R

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

Construction in progress
Intangible assets

Investments in an associate
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

Equity investments at fair value
through profit or loss

Cash and bank

Total current assets

CURRENT LIABILITIES
Trade and notes payables
Contract liabilities
Other payables and accruals
Financial liabilities at fair value
through profit or loss
Interest-bearing bank loans
Income tax payable

Total current liabilities

Net current assets

Total assets less current liabilities

FREEE

M - BB MRS
3 A4

fEETR

B E
R—REEARZEE
BRI E

FEMBEEAT

RBEE

FE

R E 5 R R R R

BN - e REMEKTIR

FBRBHENARREIRZ
MIBEE
BRBRART(EINRZ
P &

BE MRITER

mMBEERRE

RBRE

N E S REEFR
BHEE

Hip MR KR TERRE A
FBRBHENARREINRZ
MBaE
FRRITER

FER PSR

BB R

FREEE

EERBRRBEE

Notes

=

10
11

12

13

14

16

30 June 31 December
2018 2017
—E-N\E =t
ANA=+H +=ZA=+—H
(Unaudited) (Audited)
(REER) (BE%)
RMB’000 RMB’000
AR® TR ARETIT
501,328 520,860
38,609 39,134
12,617 9,991
41,735 35,748
40,181 43,648
5,481 4,688
639,951 654,069
138,590 121,133
343,210 313,214
604,180 472,975
34,941 -

- 8,743

675,126 611,077
1,796,047 1,527,142
153,391 143,404
6,732 -
150,372 160,997
717 -
80,284 -
16,520 15,648
408,016 320,049
1,388,031 1,207,093
2,027,982 1,861,162
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Condensed Consolidated Statement of Financial Position (Cont’d)

B AR & B AR 3k ()

NON-CURRENT LIABILITIES
Other non-current liabilities
Government grants

Deferred tax liabilities

Total non-current liabilities

Net assets

EQUITY

Equity attributable to owners of
the parent

Issued capital

Reserves

Total equity

The notes from pages 32 to 64 form an integral part of these interim
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condensed consolidated financial statements.

26 DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED ZEs84%5 (125%) HRR A 7

30 June 31 December

2018 2017

—E-N\F —F—tF

AA=+H +ZA=1+—H

(Unaudited) (Audited)

(REER) (BE%)

Notes RMB’000 RMB’000
B aE AR® TR ARETIT
15 70,238 -
1,878 1,878

56,517 53,126

128,633 55,004

1,899,349 1,806,158

17 84,197 84,197
1,815,152 1,721,961

1,899,349 1,806,158

F32E 64 BRKIEREAI EERALRE R ISR E
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For the six months ended 30 June 2018

Condensed Consolidated Statement of Changes in Equity

E-ZE-\FXRA=THLAKEA

At 1 January 2017

Profit for the period

Other comprehensive loss for the period:
Exchange differences

Total comprehensive (loss)/income
for the period

Exercise of share options

Share repurchased and cancelled

Share repurchased and subsequently cancelled

Share repurchased in pervious year and
cancelled this year

Final 2016 dividend declared

Dividend on shares issued for employee
share options exercised after
31 December 2016

Equity-settled share option arrangements

At 30 June 2017

At 1 January 2018
Profit for the period

Other comprehensive income for the period:

Exchange differences

Total comprehensive income for the period

Final 2017 dividend declared
Equity-settled share option arrangements

At 30 June 2018

The notes from pages 32 to 64 form an integral part of these interim
condensed consolidated financial statements.

R=Z—tF-A-H
THRER
ARG 2EER
iR

AHEEE(BR) halE

fricieme
BOARRM RS
BOARRG Rk
REFEEORARAR
AERH
ER-F-NFRERE

“E-REtZB=t-R#

EfERRRE
FETROABRE
AR e R

RZZ—tE/A=1A
RZF-N\F-A—H
S Al heg)
THREM2ELE:
ERER

THREENEAR

ER-E2-LFRERE
B R ER 4

RZE-N\EXA=1H

BEEESEY: 53 -d B

(Unaudited)
(REEH)
Attributable to owners of the parent
BARREARLRE

Share Capital Share Statutory  Exchange
Issued Treasury premium  redemption option  Contributed surplus  fluctuation Retained Total
capital shares account reserve reserve surplus reserve reserve profits equity

2R - BhRE ikt EXERD
Ba  EERG RHEE  BERE W HARR AEE RE  REEA  EReE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT ARETR ARETR ARETT ARETR ARETR ARETT ARET:H
84,952 (74) 60,281 3,400 24,200 100,175 221,559 (6,046) 1148289 1,636,756
- - - - - - - - 148,968 148,968
_ - - = - - = (2410) - (2.410)
- - - - - - - (2,410) 148,968 146,558
11 - 4,495 - (1,100) - - - - 3,507
(214) - (9,543) 214 - - - - (214) (9,757)
- (92) (4,319) R - - - - (92) (4.411)
(74) 74 - - - - - - - -
- - - - - - - - (71,082) (71,082)
- - - - - - - - (70) (70)
- - - - 4743 - - - - 4743
84,776 (92) 50,914 3,706 27,863 100,175 221,559 (8456) 1,225,799 1,706,244
84,197 - 26,160 419 31,681 100,175 255,539 (108400 1315103 1,806,158
- - - - - - - - 166,193 166,193
- - - - - - - 24 - 24
- - - - - - - 24 166,193 166,217
- - - - - - - - (76,826) (76,826)
- - - - 3,800 - - - - 3,800
84,197 - 26,160 419 35,431 100,175 255,539 (10816) 1404470 1,899,349

£ 322 64 BRI EEMB AR SR & BB TS 40K
GETR
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Condensed Consolidated Statement of Cash Flows

ERGERERER

CASH FLOWS FROM OPERATING
ACTIVITIES

Profit before tax

Adjustments for:
Finance costs
Interest income

Dividend income from financial assets

at fair value through profit or loss

Dividend income from equity investments

at fair value through profit or loss

Loss on disposal of items of property,

plant and equipment

Reversal of impairment of property,
plant and equipment

Expense off intangible assets

Depreciation

Amortisation of intangible assets

Recognition of land use rights

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

Gain on disposal of equity investments

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

Financial assets at fair value
through profit or loss

Equity investments at fair value
through profit or loss

Financial liabilities at fair value
through profit or loss
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Notes
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w

For the six months ended 30 June
BEARAA=1THLAEA

2018 2017
—E-N\F —F—+tF
(Unaudited) (Unaudited)
(RBER) (REER)
RMB’000 RMB’000
ARETR ARETFT
205,578 186,309
211 18
(15,205) (9,330)
(42) -
- (30)

133 668
- (566)

9 —

26,232 25,982

324 68

525 525

(603) -
- (99)

183 -
- (907)

717 -



Condensed Consolidated Statement of Cash Flows (Cont’d)

CASH FLOWS FROM OPERATING
ACTIVITIES (Cont’d)
Equity-settled share option expense
Share of profits and losses of

an associate
Gain on disposal of a subsidiary
Write-down of inventories to
net realisable value

(Increase)/decrease in inventories
Increase in trade and notes receivables
Decrease/(increase) in prepayments

(Increase)/decrease in deposits and
other receivables

Increase in trade and notes payables

(Decrease)/increase in other payables,
and accruals

Increase in contract liabilities

Income tax paid

Net cash flows from operating activities

BRGERTRER (E)

For the six months ended 30 June
BEARAA=1THLAEA

2018 2017
—EBE-N\F —E—+F
(Unaudited) (Unaudited)
(REER) (REEEZ)
Notes RMB’000 RMB’000
Pi5E AR®Tx AREFIT
KETHNRSRE (8)
DARRHE 2 15 O B I M A =2 5 3,800 4,743
FE1E — R & A B 2 B R ER
3,468 1,660
HE TR FM RS (2,959) =
TFEMRE Al #IRFE
5 4,690 1,015
227,061 210,051
& (g, R (22,147) 4,787
FEUNE 5 I Z= 45 FR A AN (29,996) (39,579)
B TR D, (35 40) 1,415 (116)
1Re N H ek ZE (3 hn) e A
(31,269) 448
FEHE 5 K 4 I AN 9,987 5,289
Hib et uE R ERE A
(R A), /30 (7,587) 13,513
BB EEN 6,732 =
B EHR (35,916) (21,755)
KEEBELENF S REFH 118,280 172,638
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Condensed Consolidated Statement of Cash Flows (Cont’d)

BRGREREERER (B)

For the six months ended 30 June
BEARAA=1THLAEA

2018 2017
—E-N\F =
(Unaudited) (Unaudited)
(REEZX) (REER)
Notes RMB’000 RMB’000
Bt aE ARETR ARBT T
CASH FLOWS FROM INVESTING REZHNRERE
ACTIVITIES
Interest received B UFIE 14,854 9,330
Dividend income from financial assets BB BIEmA AR ENERZ
at fair value through profit or loss BB EMNRENHA 8 42 -
Dividend income from equity investments 2 W& 81825 A AR EFIBR
at fair value through profit or loss 2 AN N 3 - 30
Proceeds from disposal of items of HEYHE  BELRXEEERN
property, plant and equipment P18 3E 89 84
Proceeds from disposal of financial assets & & @BIER AR TEFIER 2
at fair value through profit or loss W& ERMTS A 6,074 -
Proceeds from disposal of equity HEBBEBBRAAREYERZ
investments at fair value through profit & 1% & B P15 F0E
or loss - 669
Proceeds from disposal of a subsidiary HE—FTARMBRKE 2,900 -
Purchases of items of property, plant and BE¥ - ELZREER K&
equipment and construction in progress  fEiE T2 (12,175) (9,932)
Purchases of intangible assets BEENEE (6,320) (364)
Purchases of wealth management BEEVEMR
products (550,000) (890,000)
Redemption of wealth management & [0 22 57 2
products 449,000 230,000
Purchase of a shareholding in BB — B & A ARk #E
an associate - (50,330)
Receipt of relocation compensation BB IR B E K 15 70,238 -
Increase in term deposits with maturity MNP ABB=@EAZ
over three months T (80,000) -
Purchases of financial assets at fair value EEFEBIBHIAALEFEY
through profit or loss MISEE (31,851) -
Purchases of equity investments BESBEBENAAEYKZ
at fair value through profit or loss AR & - (23)
Net cash flows used in investing activities & & /REFE BHIE @ R=E /558 (137,149) (210,536)
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Condensed Consolidated Statement of Cash Flows (Cont’d)

BRGEHRERER (&

CASH FLOWS FROM FINANCING
ACTIVITIES

Proceeds from exercise of share option

Repurchase of shares

Proceeds from bank loans

Repayment of bank loans

Interest paid

Dividends paid

Net cash flows from/(used in)
financing activities

Net decrease 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 deposits

The notes from pages 32 to 64 form an integral part of these interim
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condensed consolidated financial statements.
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For the six months ended 30 June

BEAA=THILAEA

2018 2017
—E-N\F —tF
(Unaudited) (Unaudited)
(RBER) (REER)
RMB’000 RMB’000
ARETR ARETFT
- 3,507
- (12,855)

80,284 -
- (9,104)
(211) (13)
(76,826) (71,152)
3,247 (89,617)
(15,622) (127,515)
460,747 663,296
(329) (1,328)
444,796 534,453
127,241 82,190
317,555 452,263
444,796 534,453
F32E 64 BRI B IL ZEERERE B 3Rk

HIBBD
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Notes to the Interim Financial Information

B RS E R M RE

1.1

32 DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED ZEs84%5 (1253 ) HRR A 7

CORPORATE INFORMATION AND BASIS OF
PREPARATION AND CHANGES IN ACCOUNTING
POLICIES

CORPORATE AND GROUP INFORMATION

Dawnrays Pharmaceutical (Holdings) Limited (the “Company”) was
incorporated as an exempted company with limited liability in the
Cayman Islands on 20 September 2002 under the Companies Law,
Cap. 22 (Law 3 of 1961, as consolidated and revised) of the Cayman
Islands. The registered office address of the Company is Cricket
Square, Hutchins Drive, P.O. Box 2681, Grand Cayman KY1-1111,
Cayman Islands and the principal place of business is located at
Units 3001-02, 30/F, CNT Tower, 338 Hennessy Road, Wanchai,
Hong Kong.

The Company and its subsidiaries (collectively referred to as the
“Group”) underwent a reorganisation on 21 June 2008 to rationalise
the Group’s structure in preparation for the listing of the shares of
the Company on the Main Board of The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”), pursuant to which the
Company became the holding company of the Group (the “Group

Reorganisation”).

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

The Group was principally engaged in the development, manufacture
and sale of non-patented pharmaceutical medicines including
intermediate pharmaceutical, bulk medicines and finished drugs. In
the opinion of the directors, Fortune United Group Limited, a
company incorporated in the British Virgin Islands, is the ultimate
holding company of the Company.

11
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1.2

Notes to the Interim Financial Information

CORPORATE INFORMATION AND BASIS OF
PREPARATION AND CHANGES IN ACCOUNTING
POLICIES (Cont’d)

BASIS OF PREPARATION

These unaudited interim condensed consolidated financial
statements for the six months ended 30 June 2018 (collectively
defined as the “interim financial information”) have been prepared in
accordance with International Accounting Standards (“IAS”) 34
Interim financial reporting and applicable disclosure requirements of
the Rules Governing the listing of securities on the Stock Exchange
of Hong Kong Limited. They have been prepared under the historical
cost convention, except for financial assets and liabilities at fair value

through profit or loss which have been measured at fair value.

The interim condensed consolidated financial statements are
presented in Renminbi (“RMB”) and all values are rounded to the
nearest thousand except when otherwise indicated. These interim
condensed consolidated financial statements have not been audited.
These interim condensed consolidated financial statements were
approved and authorized for issue by the Board on 23 August 2018.

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 2017, which have been prepared in
accordance with International Financial Reporting Standards
(“IFRSs”) (which include all International Financial Reporting
Standards, International Accounting Standards and Interpretations)

as issued by the International Accounting Standards Board (“IASB”).

1.2
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Notes to the Interim Financial Information

B RS E R M RE

CORPORATE INFORMATION AND BASIS OF

PREPARATION AND CHANGES IN ACCOUNTING
POLICIES (Cont’d)
CHANGES IN ACCOUNTING POLICIES

The accounting policies adopted in the preparation of the interim

1.3

condensed consolidated financial statements are consistent with

those in the Group’s annual financial statements for the year ended

31 December 2017, except for the adoption of the new and revised

standards effective on 1 January 2018, noted below:

@

New and revised IFRSs adopted by the Group

The Group has adopted the following new and revised IFRSs

for the first time for the current year’s financial statements.

Amendments to IFRS 2

Amendments to IFRS 4

IFRS 9

IFRS 15

Amendments to IFRS 15

Amendments to IAS 40

IFRIC 22

Annual Improvements
2014-2016 Cycle

Classification and Measurement of Share-based
Payment Transactions

Applying IFRS 9 Financial Instruments with
IFRS 4 Insurance Contracts

Financial Instruments

Revenue from Contracts with Customers

Clarffications to IFRS 15 Revenue from Contracts
with Customers

Transfers of Investment Property
Foreign Currency Transactions and Advance

Consideration
Amendments to [FRS 1 and IAS 28

The adoption of the new and revised IFRSs has had no

significant financial effect on these financial statements.

34 DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED ZREs84%5 (1253 ) HRR A 7
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1.3

Notes to the Interim Financial Information

AR R B R B RE

CORPORATE INFORMATION AND BASIS OF 1. ARER - FHREE . STHTBERNEH
PREPARATION AND CHANGES IN ACCOUNTING (&)

POLICIES (Cont’d)

CHANGES IN ACCOUNTING POLICIES (Cont’d) 1.3 SBBERNEE (&)

(b) Issued but not yet effective IFRSs (b) B BEE (5 K £ SR A B BR B 7 2 E R

AEBIARNZEVNHEHRERTEAUT
B AR 1B I R A RO AT R AR 18 7T B

The Group has not applied the following new and revised
IFRSs, that have been issued but are not yet effective, in these

financial statements.

Amendments to IFRS 9

Amendments to IFRS 10

and IAS 28

IFRS 16

IFRS17

Amendments to IAS 28

IFRIC 23

Amendments to IAS 19

Annual Improvements
2015-2017 Cycle

Prepayment Features with Negative
Compensation'

Sale or Contribution of Assets between an Investor
and its Associate or Joint Venture®

Leases'

Insurance Contracts?

Long-term Interest in Associates and Joint

Venture'

Uncertainty over Income Tax Treatments'

Employee Benefits'

Amendments to IFRS 3, IFRS11, IAS12 and
|AS 23!

! Effective for annual periods beginning on or after 1 January 2019

2 Effective for annual periods beginning on or after 1 January 2021
2 No mandatory effective date yet determined but available for
adoption
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Notes to the Interim Financial Information

A R R B R B RE

SEGMENT INFORMATION
For management purposes, the Group is organized into business
units based on their products and has two reportable segments as

follows:

(@)  Manufacture and sale of intermediates and bulk medicines (the

“intermediates and bulk medicines” segment)

(b)  Manufacture and sale of finished drugs (including antibiotics
finished drugs and non-antibiotics finished drugs) (the “finished

drugs” segment)

Management monitors the operating results of these operating
segments for the purpose of making decisions about resources
allocation and performance assessment. Segment performance is
evaluated based on reportable segment profit, which is a measure of
adjusted profit before tax. The adjusted profit before tax is measured
consistently with the Group’s profit before tax except that interest
income, finance costs, government grants, dividend income, fair
value gains/(losses) from the Group’s financial instruments as well as
head office and corporate expenses are excluded from such

measurement.

Segment assets exclude deferred tax assets, cash and bank,
financial assets at fair value through profit or loss and other
unallocated head office and corporate assets as these assets are

managed on a group basis.

Intersegment sales and transfers are transacted with reference to the
selling prices used for sales made to third parties at the then

prevailing market prices.

36 DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED ZEs84%5 (1253 ) HRR A 7
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Notes to the Interim Financial Information

AR R B R B RE

SEGMENT INFORMATION (Cont’d) 2. DEER(E)
The following is an analysis of the Group’s revenue and results by AT AREBERABREAGE S IEE D 2 /A
operating segment for the period: REEDT :
Intermediates Elimination of
and bulk Finished intersegment
medicines drugs sales Total
Six months ended BE-E-N\FXA=tAHL TEER ik
30 June 2018 (unaudited) AMEA (REER) R 5% SEEHE my
RMB’000 RMB’000 RMB’000 RMB’000
AR¥TR AR¥TR AR%TR AR¥TR
Segment Revenue: SERA :
Sales to external customers HONHE 110,892 386,035 - 496,927
Intersegment sales DEREEE 26,093 - (26,093) -
136,985 386,035 (26,093) 496,927
Segment Results DEERE 3,295 253,681 - 256,976
Reconciliation: P
Unallocated gains RO EUA 22,256
Corporate and other unallocated 1% R E iR DA H
expenses (73,443)
Finance costs B1 7% & (211)
Profit before tax I B BT S A 205,578
Intermediates Elimination of
and bulk Finished intersegment
medicines drugs sales Total
Six months ended BEZZ—tF A A=THL R K HiH
30 June 2017 (unaudited) NER (REERZ) RK P %% HEREE B
RMB’000 RMB’000 RMB’000 RMB’000
AREFT ARETT ARBTT ARBTT
(Restated”) (Restated”)
(B35 (&=5))
Segment Revenue: DEBA
Sales to external customers HINEE 65,652 367,866 - 433,518
Intersegment sales DAEEHEE 13,068 2,521 (15,589) -
78,720 370,387 (15,589) 433,518
Segment Results DEEE (5,778) 246,831 - 241,053
Reconciliation: T
Unallocated gains Ao BEWA 11,939
Corporate and other unallocated (M3 R E R DB H
expenses (66,670)
Finance costs &R (13)
Profit before tax B 75 AT 7 186,309
* See note 24 for details regarding the restatements as a result of * BEBH IR ESNFE - F2HME24 -

changes in reclassification
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Notes to the Interim Financial Information

B RS E R M RE

2. SEGMENT INFORMATION (Cont’d) 2.
The following is an analysis of the Group’s assets by operating

segment:

As at 30 June 2018 (unaudited)

Segment Assets:
Reconciliation:

Corporate and other unallocated assets

Total assets

As at 31 December 2017 (audited)

Segment Assets:
Reconciliation:

Corporate and other unallocated assets

Total assets

Intermediates

and bulk
medicines
hEER
RZZBE-NEAA=TH (REER) FRE
RMB’000
ARBTR
TREE : 441,404
éﬁg B
PEREMARDEEE
Intermediates
and bulk
medicines
HfEI B8 K&
RZZE—+tF+-A=1+—H(KEZ) JR} 2
RMB’000
AREF T
PTEEE: 432,066
éﬁg B
PEREMRDIEEE
BEE

38 DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED ZEEs84%5 (1253 ) HRR A 7

THEEFR (E)

AT RAREBEENEE D RS

Finished
drugs

5%
RMB’000
ARBT R

585,103

Finished
drugs

PR
RMB'000
ARBTT

560,628

Z A

Total

Lt
RMB’000

AR®TR

1,026,507

1,409,491

2,435,998

Total

By
RMB’000
ARBTT

992,694

1,188,517

2,181,211



3.

Notes to the Interim Financial Information

REVENUE, OTHER INCOME AND GAINS
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 gains is as

follows:

Revenue

Sale of goods

Other income

Bank interest income
Dividend income from financial assets
at fair value through profit or loss
Dividend income from equity investments
at fair value through profit or loss
Government grants
Others

Gains

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

FINANCE COSTS

Interest on bank loans wholly repayable
within five years

*

changes in reclassification.

AR R B R B RE

3. WA HWAR W
WA (REEEERE) IRIHEE MR RS
SITHMNERFE

o
i

\

REBWA - EAARA R RS

For the six months ended 30 June

BEAA=+THLEAEAR

2018 2017
—E-N\E —E—tF
(Unaudited) (Unaudited)
(RBER) (REEEZ)
RMB’000 RMB’000
AR®T R ARBFIT
(Restated®)
(g&E=5)
N
HEE MR 496,927 433,518
Hibug A
ﬁﬁﬂ§WA 15,205 9,330
BBBRAARENEEREZ
FHEERRBBA 42 -
BBBRAARENERE Y
Hﬂ%&*&émﬂﬁ A - 30
BT HE R 2,539 1,389
Eih 5,581 2,865
23,367 13,614
Yz
m%zﬁﬁﬁéummmﬁz
%%ﬁﬁm% 603 =
HEBBRER LA’NME&IJBEZ
RS e & By U 25 - 99
23,970 13,713

See note 24 for details regarding the restatements as a result of

4. BIEEHR

For the six months ended 30 June
BZA<A=1tHIEAAEA

2018 2017
—E-N\F —T—tF
(Unaudited) (Unaudited)
(REEX) (REEER)
RMB’000 RMB’000
ARBTR ARBTT
211 13

* BRESRRBIINFE  H20M=E24 -
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Notes to the Interim Financial Information

A R R B R B RE

5. PROFIT BEFORE TAX 5. BRBANEF
The Group’s profit before tax is arrived at after charging/(crediting): A& B R BT A S R R, (GEA) TAIIE
BRET
For the six months ended 30 June
BZEASA=1HILAEA
2018 2017
—E-N\E —FE—+tF
(Unaudited) (Unaudited)
(REEZX) (CREEEZ)
RMB’000 RMB’000
AR® TR ARETTT
Cost of inventories sold* BEEFERA~ 184,255 150,224
Depreciation e 26,232 25,982
Recognition of land use rights** = {5 R A B R 525 525
Research and development costs: o R AN
Amortisation of intangible assets*** A A 209 251
Current period expenditure ZRERRE ST 26,832 18,136
27,041 18,387
Minimum lease payments under KEMHN T2 RZIEES:
operating leases:
Buildings ’F 109 438
Employee benefit expense (including directors’ & & #& 7| sz
and chief executive officer’s remuneration): (BREERAEME):
Wages and salaries TERES 44,312 39,762
Retirement benefits RRAE R 3,839 3,659
Accommodation benefits FE@RF 1,874 1,740
Other benefits H fth 18 F) 7,217 6,586
Equity-settled share option expense LA st e s A< 9 B AR e el 2 3,800 4,743
61,042 56,490
Foreign exchange differences, net MEH ZRE - 55 1,197 2,857
Reversal of impairment of property, VI~ BB~ R ERERE
plant and equipment - (566)
Write-down of inventories to FEMBZ A #IR/5E
net realisable value 4,690 1,015
Fair value losses/(gains), net: N EEE/(Wa) - FEE.
Equity investments at fair value FRBEUAAETRZ
through profit or loss & i3S & - (907)
Financial assets at fair value BREBEHUNRALBEIERZ
through profit or loss WIEEE 183 -
Financial liabilities at fair value FRBRARREIERZ
through profit or loss M5 aE 7 -
Bank interest income SRITH BN (15,205) (9,330)
Loss on disposal of items of property, LEWE - BEMREZIEE
plant and equipment Eo)=Fi=! 133 668
Gain on disposal of financial assets HEBBEBENALBEYER
at fair value through profit or loss Z %A ER W EE (603) -
Gain on disposal of equity investments HEFBEZAARETER
at fair value through profit or loss 2 PR HEIS & B as - (99)
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PROFIT BEFORE TAX (Cont’d)

* The depreciation of RMB20,673,000 (2017: RMB21,161,000) for the
period is included in “Cost of inventories sold”.

ke

Notes to the Interim Financial Information

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

“Administrative expenses” on the face of the condensed consolidated

statement of profit or loss.

The amortisation of intangible assets for the period is included in “Other

expenses” on the face of the condensed consolidated statement of

profit or loss.

INCOME TAX

Current income tax
Current income tax charge
Adjustments in respect of current income
tax in previous years
Deferred income tax

Total tax charge for the period

2 MRS
RS
BERAEFEERMEHAEE

EIEFIA
AR A 4R

No provision for Hong Kong profits tax has been made as the Group

had no assessable profits arising in Hong Kong during the period.

Taxation for the subsidiaries in Mainland China is calculated on the

estimated assessable profits for the period at the rates of tax

prevailing in the locations in which the Group’s subsidiaries operate,

based on existing legislation, interpretations and practices in respect

thereof.

AR R B R B RE

5. BRBiADEF (&)

A HRE 3T & H o A R#20,673,0007T (=&
—+tF: AR¥21,161,0007T) EftATE &
FERA] -

* o AERM e BEERS AMRGRE BaR
B TTECER ]

o RERMETEESRF AGRSSEERY
[EmER] -

For the six months ended 30 June
BZEA<A=1tHIEAEA

2018 2017
—E-N\F —E—+F
(Unaudited) (Unaudited)
(REEX) (REEER)
RMB’000 RMB’000
ARETR ARETFT
32,014 29,640

15 45

7,356 7,656
39,385 37,341

R AR BN AR R B I 8 E 4 B RPUR
M A EAFENGHRELRE - RPEX
BE 2 KT8 R ] B B IR TR IR AN HAR) (At AR A
A - RS BB A B S A P 2 3R
AR  BEREN - ASH 2 BmAN Emat

s

H o
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Notes to the Interim Financial Information

B RS E R M RE

7. DIVIDENDS

For the six months ended 30 June
BEXA=1tHILAEA

2018
—E-N\F
(Unaudited)
(REEZX)
RMB’000
AR® TR
Dividend pertaining to the prior year declared # £~ A=+ H 1E/5E A &k
in the six months ended 30 June EFERE 76,826
Interim — HK$0.015 per Sub-divided Share* 1 HE : BRRIFAAD B 0.0157T*
(2017: HK$0.03 per ordinary share before B+ F : RO
the effect of the share sub-division (EERAKIFS) MEERZRTR
(as defined in note 8) or HK$0.015 per %75 % 0.03 Tk %D R A Ro 2 1%
Sub-divided Share after the effect of FRRAFAAIRD B 0.0157T)
the Share Sub-division) 20,713

* On 28 August 2018, the Company declared an interim dividend for the
year ending 31 December 2018, at HK$0.015 per Sub-divided Share,
amounting to a total sum of approximately HK$23,796,000
(approximately equivalent to RMB20,713,000).

Details of the special dividend declared subsequent to balance sheet
date are contained in note 25.
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2017
—E—+tF
(Unaudited)
(REEER)

RMB’000
ARBTT

71,152

20,373

* AR =ZE—N\FNAZT=HERBEE=
E-N\E+-A=t—HALEENTHEET
BX 4% 40 B 15 7 B0.01570 0 & H 48 &
23,796,000 7T ( #4948 & R A R #20,713,000
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Notes to the Interim Financial Information

EARNINGS PER SHARE

The calculation of basic earnings per share for the six months ended
30 June 2018 is based on the profit for the period attributable to
ordinary equity holders of the parent of RMB166,193,000 (2017:
RMB148,968,000) and the weighted average number of
1,586,382,000 sub-divided shares (2017 (adjusted): 1,602,659,823
sub-divided 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 RMB166,193,000 (2017: RMB148,968,000) and the
weighted average number of 1,586,382,000 sub-divided shares
(2017 (adjusted): 1,602,659,823 sub-divided shares) in issue during
the period after adjusting for the effect of dilutive options.

The above numbers of shares for calculating earnings per share
already reflect the share sub-division (i.e. sub-division of each of the
issued and unissued ordinary shares of par value of HK$0.10 of the
Company into two (2) sub-divided shares of par value of HK$0.05
each in the share capital of the Company (the “Sub-divided Share”)
as approved by the shareholders of the Company in the extraordinary
general meeting on 3 August 2018 with effect from 6 August 2018)
(the “Share Sub-division”). Comparative figures have also been
adjusted on the assumption that the Share Sub-division had been
effective in the prior year. Further details and definition of the Sub-
dividend Share and Share Sub-division are set out in the Company’s
announcement dated 11 July 2018 and the Company’s circular
dated 18 July 2018.

AR R B R B RE

BRER

(EZE - N\FAA=THEANEANERE
B TR G A R)E B H%&*/‘—’\%ﬁ)\ﬁémzﬁﬁﬂ
i A A R #5166,193,000 7T (=T —+4F : A
E%148,968,0007z>LA&BME@FEEJE%H‘E;L
A% B 17 2 hn#E 25 ik #1,586,382,000 # 4H A%
M ZF—tF (EFHE) : 1,602,659,823 7 #H
A1) Mt & o

4}&#

RNEAMEE R BREF RS QB L B ERS
FrA A MG 7N B fE 4 A R 166,198,000 7T

—t & AR¥148,968,0007T) A R A&
HEBERTEBERRKRM 2 NETFHRKRE
1,586,382,0004F 4% 10 (= Z — & (KFE) -
1,602,659,823 #r Al Ak 10 ) 5T & + I 3t B #H(E
PR BE Rk T LA -

A bR MthEJﬂZHxﬁ%(E B R B 1 35 48
(BIARRRRER=ZZT—NFE/\A=ZBRER
)?'JK@J:TH:/E$’AETHx@fﬁ?ﬁ”ﬁ%‘OﬂOEZE
BT RARETERRROIFE AR Q) RAAF]
B& AN SRR EE S 0.05 T 2 FRARR (5 ([ #7480
e - BZZTE—NFNARNBRBER) (AR
DAL - ERBFIE ERREZRDIFAE
RIBEFE A BEITRAE o FRARND RO
M2 E—FHBERERENARFBRAR=Z
—NFEAT—BZAMRARATBHRAE=Z
—NEFEATN\BZEBEA
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B RS E R M RE

9. MOVEMENTS IN PROPERTY, PLANT AND EQUIPMENT 9. ME -BERRZXHE2Z

During the period, additions of property, plant and equipment NEME - ABEZYE  BERXELEAORA
amounted to approximately RMB789,000 (2017: approximately REET789,000(ZE— L F: WEARK
RMB2,033,000). During the period, items of plant and equipment 2,033,0007T) ° AR - HE ZHE K& EE
with net book value of approximately RMB228,000 (2017: BEREFELN A ARK228000T(ZF—+

approximately RMB186,000) were disposed of. F HEAREE186,0007T) °

10. INVENTORIES 10. F&
30 June 31 December
2018 2017
—E-N\F —ZT—+F
AA=+H +=—A=+—H
(Unaudited) (Audited)
(REER) (BER)
RMB’000 RMB’000
AR® TR ARBT T
At cost or net realisable value: VAR 2Nk ] &35 ) F B FHE -

Raw materials R 35,246 33,568
Work in progress ER 35,594 47,659
Finished goods LIRK oh 67,750 39,906
138,590 121,133
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11.

TRADE AND NOTES RECEIVABLES

Notes to the Interim Financial Information

AR R B R B RE

An aging analysis of the trade receivables and notes receivable as at

30 June 2018,net of provisions, is as follows:

Trade receivables
QOutstanding balances with ages:
Within 90 days
Between 91 and 180 days
Between 181 and 270 days
Between 271 and 360 days
Over one year

Notes receivable

FEW B 5 3K IE
AR B RO 1M R R
90 HA
91%E180H
181270 H
271%360 H
1FRE

L ES e

The Group’s trading terms with its customers are mainly on credit,

except for new customers, where payment in advance is normally

required. The credit period is generally three months for major

customers.

11.

BWEZ kEERIA

HEEEE  R-E-AFARA=ZTHENER
B REBEFRRESTAT -

30 June 31 December
2018 2017
—E-N\FE —E—tF
RAB=+H F+ZA=1+—H
(Unaudited) (Audited)
(REER) (B&EZ)
RMB’000 RMB’000
AR¥TR AR®ETIT
167,184 168,676
16,892 18,218

451 2,845

888 30

48 84

185,463 184,853
157,747 128,361
343,210 313,214
BRIRFE —MEEMRIEIN  NEBEERE

EHhABEEFPRS - MEERFEEH KA

=f@A -
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B RS E R M RE

12. PREPAYMENTS, DEPOSITS AND OTHER

RECEIVABLES

Prepayments TE R

Deposits and other receivables R M H R IE
Wealth management products 19 B =

None of the above assets is either past due or impaired. The financial
assets included in the above balances relate to receivables for which

there was no recent history of default.
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12. AR - RERERYE

30 June 31 December
2018 2017
—E-N\F —T—tF
AA=+R +ZHA=+—H
(Unaudited) (Audited)
(REEEX) (B&EZ)
RMB’000 RMB’000
ARBT R ARETT
10,555 11,970
43,625 12,005
550,000 449,000
604,180 472,975

EREERABH R ERE - LillARERE
Z A B BT BN SR A L e R UWGIR B



Notes to the Interim Financial Information

13. CASH AND BANK

& RIRTTHER
Short-term deposits AR

Cash and cash in banks

Term deposit with maturity over three months %8 B #2838 = {& A &9 & HifE

Cash and cash equivalents RERBEEED
As at 30 June 2018, the cash and bank balances and short-term
deposits of the Group denominated in RMB amounted to
RMB503,087,000 (2017: RMB539,051,000) in Mainland China. The
RMB is not freely convertible into other currencies. However, under
Mainland China’s Foreign Exchange Control Regulations and
Administration of Settlement, Sale and Payment of Foreign Exchange
Regulations, the Group is permitted to exchange RMB for other
currencies through banks authorised to conduct foreign exchange
business.

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

A RS E R RE
B REBITER

30 June 31 December

2018 2017
—E-N\E —E—+F
AA=tH +tZH=1+—H
(Unaudited) (Audited)
(RBER) (B&EZ)
RMB’000 RMB’000

ARBTR ARETT

127,241 138,045
547,885 473,032
675,126 611,077
(230,330) (150,330)
444,796 460,747

RZZE—NFERNA=1H  AEERPH KR
BEREAAREHRG RRITETREEER
#{E ANR¥503,087,000L(ZE— L& AR
#% 539,051,000 7T) ° AREEIWT A LA B i 1%
REMEWE o SR - R IE R BRRESNE B HE
RRGEE SEEMEEEER  AEEEE
BB ETINEXEBHRITIEARKE LI A
I i & Hs o

RITFR(BREIHABE=EANEHREFER)
B A SR BROE BT SR A0 M R BRER - %2 HAE AT
FBMBEAF-—BE=EATE  BFAKED
BREFRME - WA FE YRR HIE B3 30R
RERAE - RITEREFANLERBE TR
R ERRENRITT - REMBSEEDH
FREERAEARE -
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B RS E R M RE

14. TRADE AND NOTES PAYABLES
An aging analysis of the trade payables and notes payable as at 30
June 2018 is as follows:

Outstanding balances with ages: RERECE| 9 B H R EREE
Within 90 days 90 H A
Between 91 and 180 days 91 £ 180 H
Between 181 and 270 days 1812270 H
Between 271 and 360 days 2712360 H
Over one year —F LA E

The trade payables are non-interest-bearing and are normally settled
on 90-day terms. The carrying amounts of the trade and notes
payable approximate to their fair values.
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14.

BNEZREERIA
RIZ-N\FRA=THENENE S REER
ARER AT

30 June 31 December

2018 2017
—E-N\EF —E—+F
AA=tH +tZH=1+—H

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

ARBTR ARETT

108,243 102,872
44,580 39,485
155 155

40 138

373 754
153,391 143,404

FEAS SRR TIANET B R — IR N+ B EBRAREIE
- BNEZERRERBEZREERELARE
A o



Notes to the Interim Financial Information

15. OTHER NON-CURRENT LIABILITIES 15.
At 1 January N—A—H
Government relocation compensation HRNESHNBNFE#ES

received during the period

At 30 June R/NA=+H

The government relocation compensation was part of the
compensation received under the relocation compensation
agreement entered between the People’s Government of Wuzhong
Economic Development District, Suzhou City and Suzhou Dawnrays
Pharmaceutical Co., Ltd., a wholly-owned subsidiary of the Group.
According to related accounting standards, such compensation shall
be regarded as policy-based relocation compensation, included into
“other non-current liabilities” in accounting, and recognized as
income in case of disposal of assets, paying the relocation fees, and
subsequent depreciation of fixed assets.

AR R B R B RE
HA 3R B A

30 June 31 December

2018 2017
—E-N\E —E—+F
AA=tH +tZH=1+—H

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

ARBTR ARETT

70,238 =

70,238 =

BB 8 S ARIEER N ™ R P LR %
B ARBAERAEE2E M B AR R &N R
SUBBR R A RE 2 v 38 1 15 p i B RO &P
DIFERMES - ZEESSEAES LR
ERBEREREMEL R RBEERIIAIE
MIFRBEE] EREEE XNMNKREE
FAM AR & ZBEEI E B AT E R RER A -
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B RS E R M RE

16. INTEREST-BEARING BANK LOANS 16. sTERITER
Group TEE
rEE
30 June 2018
—E-N\EXA=+H
(Unaudited)
(REBERX)

Effective interest rate (%) Maturity Original Equivalent
B FIE (%) EIHH R HER
HK$’000 RMB’000

BETT ARBTR

Current H

Bank loan — secured  EEMEVIRITEFHK  HBOR™+ 1.10% 2018 95,000 80,284

As at 30 June 2018, the Group had aggregate bank facilities of RZZT—NFAA=1H AEENRITEE

approximately RMB998,876,000 (as at 31 December 2017: 48%8 49 A R #908,876,000 T (R =& — £ 4F

RMB918,341,000), of which, bank facilities of HK$117,000,000 (as +=—A=+—H8: AR®0918,341,0007T) * &

at 31 December 2017: HK$22,000,000) were secured by corporate H 117,000,000 (R =E—+tF+=A

guarantee of the Company. =+—H : #&#22,000,00070) R{ITEEREE
LAZR A RIEHELR o

* Hong Kong Inter-Bank Offered Rate * RITEZERFS ©

(@)  The bank loan is secured by the corporate guarantee of the Company. @@ HERITEFHARARMEARER -
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17. SHARE CAPITAL

Ordinary shares of HK$0.1 each
Authorised:

Issued and fully paid:

At the beginning of the
period/year

Shares issued upon exercise of
share options

Share repurchased in 2016
and cancelled

Share repurchased and
cancelled

At end of the period/year

Equivalent to RMB’000

Notes to the Interim Financial Information

BREEEE010TT 2 &}

EERA:

BRITRERRD:
RRE, 4]

IR R TR,
2016 F R DA D K aE

Rt B ) K ot 5

REIR

FEARETT

AR R B R B RE

17. B
Number of shares Amount
RAEE it
30 June 31 December 30 June 31 December
2018 2017 2018 2017
—E-N\E —T—+F —E-N\E§ ZT—+F
AB=+H +ZA=t+—H AA=EtH +tZA=+—H
HK$’000 HK$'000
BETT BT
m

10,000,000,000 10,000,000,000 1,000,000 1,000,000
793,191,000 801,852,000 79,319 80,185
- 1,270,000 - 127
- (820,000 - (82)
- (9,111,000 - 911)
793,191,000 793,191,000 79,319 79,319
84,197 84,197
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B RS E R M RE

17. SHARE CAPITAL (Cont’d) 17. AR (4E)
As Share Sub-division approved by the shareholders of the Company AREARRNBREHENRDIFAE R -
already became effective on 6 August 2018, the comparative figures —NFNARNBER  ERETARERDIF
have also been adjusted on the assumption that the Share Sub- HEREFELIMELRAE - WARESHED
division had been effective in the prior year. The total number of AMHEARRRZE-—NFESNA=THR=Z
issued shares of the Company as at 30 June 2018 and 31 December —tF+ZRA=T—BZEETROEEE E
2017 as presented in this report are adjusted as follows: AN EE
Number of shares Amount
R EE oox )
30 June 31 December 30 June 31 December
2018 2017 2018 2017
—E-NEF —T—tF —E-N\F —E—+tF
AB=ZtHR +tZA=t—H ABZtR +tZA=+—H
HK$’000 HK$'000
BET T BET T
Ordinary shares of HK$0.05 each & R & {78 £ 0.05 7T 2 AR
Authorised: EERAE: 20,000,000,000 20,000,000,000 1,000,000 1,000,000
Issued and fully paid: BEEITRERRS:
At the beginning of the RERH,/F4
period/year 1,586,382,000  1,603,704,000 79,319 80,185
Shares issued upon exercise 1T B IR R 2L 1T R D
of share options - 2,540,000 - 127
Share repurchased in 2016 2016 F R EE R Kk 8H
and cancelled - (1,640,000) - (82)
Share repurchased and cancelled &7 f& |l K 5+ 84 - (18,222,000 - 911)
At end of the period/year RERER /% 1,586,382,000  1,586,382,000 79,319 79,319
Equivalent to RMB'000 FEARBTT 84,197 84,197
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Notes to the Interim Financial Information

18. SHARE OPTION SCHEME
After the expiry of the Company’s 2003 share option scheme, the
Company adopted another share option scheme which was
approved by the shareholders at the annual general meeting on 24
May 2013 and was effective on 21 June 2013 (the “2013 Share
Option Scheme” or “Scheme”). The Scheme will remain in force for
10 years from the effective date until 20 June 2023 with purpose of
providing incentives and rewards to eligible persons (including the
Company’s directors, independent non-executive directors,
employees of the Group and other eligible participants as defined
under the 2013 Share Option Scheme) who contribute to the
success of the Group’s operations.
Movements of Company’s share options under the Scheme during
the period were as follows:
Number of share options
BREHE
At Granted  Exercised Lapsed At
Name or category $E#%#%%  1January duringthe  duringthe  during the 30 June
of participant SR 2018 period period  period (d) 2018
iy b8 sl - 1
—B-N\% [RE& BfffE  BA¥0@ =B-N\E
-A-H AA=TH
Director® L
Mr. Chen Shaojun® ~ BRABE %4 8,000,000 = = = 3,000,000
3,000,000 - - - 3,000,000
2,000,000 = = = 2,000,000
8,000,000 = = = 8,000,000
Other employees  EfifE2
In aggregate @it 1,000,000 - - - 1,000,000
2,900,000 = = = 2,900,000
4,000,000 - - - 4,000,000
1,400,000 - - - 1,400,000
1,500,000 = = = 1,500,000
1,200,000 - - - 1,200,000
6,000,000 - - (250,000) 5,750,000
18,000,000 - - (250,000 17,750,000
26,000,000 = — (250,000) 25,750,000

AR R B R B RE

18. BIRHETE
BARRARZZEZ=FREAEIERE - KAF]
FHWE—EAR T —=FRA-THEAZKRR
AERE FERRLEIR=_F—=FA
T —HRARNBRESE( = —=FERE
s8] sk 525t 811) - ZEr &l A A BT+
FREREE_TE_=FA-_+HI 8%
HASEZEBXMIELERNEER2EE (B
BAARINES  BUFRITES - AEEH
EERBE T —=FERETEMAENHAM
BERZEE) KSR &R -

NERfE - ZEtEIR R AR R AR EE & T
Closing price
of the
Company’s
shares at
Exercise immediate
Date of grant of Exercise period price of share date before
share options (a) of share options options (b) the grant (c)
RitERE BRE BRE RERY
BH(a) TEEmE TkE®m) BREN-X
NG g
i fER (o)
(dd/mm/yy) (dd/mm/yy) HK$ HK$
(B/ B/ %) (8/ A/ %) Yok ik
08/01/15  08/01/16-07/01/21 5.15 497
18/03/15 18/03/16-17/03/21 5.27 3,10
16/04/15 16/04/16-15/04/21 7.34 717
17/09/14 17/09/15-16/09/20 6.44 6.07
08/01/15  08/01/16-07/01/21 515 4.97
16/04/15 16/04/16-15/04/21 7.34 717
23/11115 23/11/16-22/11/21 6.38 6.37
11/05/16 11/06/17-10/05/22 6.34 6.29
08/09/16  08/09/17-07/09/22 5.66 5.56
2911117 29/11/18-28/11/23 4.25 419
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A R R B R B RE

18. SHARE OPTION SCHEME (Cont’d) 18. BBIRAERHE ()

(@  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.

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

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

(e)  Mr. Chen Shaojun was appointed as chief executive officer of
the Company on 18 April 2016 and then was appointed as
executive director of the Company on 8 January 2018. Mr.
Chen Shaojun was granted totally 8,000,000 share options in
2015. The total number of share options granted to Mr. Chen
representing approximately 1.009% of the issued share capital
of the Company at the date of this report, which exceeds the
rule “the maximum number of shares issuable under share
options to each eligible person in the Scheme is limited to 1%
of the shares of the Company issue at any time” of the
Scheme. This is due to the Company repurchased shares and
cancelled during 2017, resulted in the issued share capital of
the Company decreased.

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. There was no Director or employees
exercise options during the period.

For the six months ended 30 June 2018, no share option was
cancelled. As at 30 June 2018, the Company had 25,750,000 share
options outstanding under the Scheme, which represented
approximately 3.25% the Company’s shares in issue as at that date.
As the Shareholders approved Share Sub-division effective on 6
August 2018, the above outstanding share options have been
adjusted to 51,500,000 shares options under the Scheme on that
day. The exercise in full of the remaining share options would, under
the present capital structure of the Company, result in the issue of
51,500,000 additional Sub-divided Shares of the Company,
additional share capital of HK$2,575,000 and share premium of
approximately HK$143,772,000 (before share issue expenses).
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(@ BRENGEHARLBAMETEHAM
BAILE -

b)  MEFTUAR SR B TAL IR S A 2 FL A
AEENRD - B RESTEEE
F A -

© METEEREN —RAKENERR R
MEBSEZETREEE AT —EX
% BHB S TR (B o

() EREEBFERG  BEEREEDN
TERAR I T AR R

e BRBFEELER -_ZT—FNA+N\BiI
WEERBRRRBHEI R T —NF—
ANBHEZEEBERRRRITES - FRAA
BREAR=ZT—AFHIT T 28,000,000
BEFBATAE - MARER  BRELEWE T
HERENEARRBE ZEHTRMO
1.009% - #BiAZ At SRR [ Zat &1 T 6L
EERZ2HEENBERENT TETHS
RDEE - AR B EAEMAE %
TN 1% BRI BRE - LTTEREAR
ARt FROIRMILENH - FA
NaE|E BTG DT o

REZBRETE R R BKEOARBRNE
RRRNNERRERBOREBRETER
HART — B BB 52 BT i 0 W T {88 O IR 35 8K
RAHIE  REEEREMERITERRE -

HE-Z-N\EXA=THILANEA  TAF
WEFHERERE - R=F—\FANA=+
A - ARA AR #EZET 2 =78 25,750,000 17 AR
HERARITE - WEERARARRZBHE &7
IR #13.25% « ERRREIER =T —N\F
NASNBREROIFMA  RZBE  ZirgElFz
i R1T P EERR B 5 E &= 51,500,000 17 #E A%
P o IRIBARRIREE 2 PR ANERE - BEITERR
T HY BE A A S B BN A B BB S8 97 51,500,000
P& 3 4 A% 19 LA K2 E A 75 5 2,675,000 7T 58 91 A%
ARFNH A #E 143,772,000 TR (935 8 (GREHID
BITHY) ©



18.

Notes to the Interim Financial Information

SHARE OPTION SCHEME (Cont’d)

The fair value of equity-settled share options granted was estimated

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

Date of Grant it A 17/09/2014 08/01/2015  18/3/2015
Dividend yield (%) BB (%) 097 1.21 118
Expected volatility (%) TEEKIE (%) 42 43 43
Historical volatility (%) BERE (%) 42 43 43
Risk-free interest rate (%) ERRITH X (%) 1.584 1.365 1.290
Expected life of option (year) BRERNEH(F) 6 6 6
Fair value at the date of grant (HK$) AR HBHMALE(GET) 2.45 1.92 1.97

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.

The Group recognised share option expenses of RMB3,800,000
under the Scheme during the six months period ended 30 June
2018 (six months period ended 30 June 2017: RMB4,743,000).

18.

AR R B R B RE

BREE (&)
BTYUABRAGEENBRENIABEIRETE
S B AN — SRS ERAGE
I BZE R T BB R R IGMT - &R A
BRREMERNGERAFERS - FHEEE
RESEBKD R TEERSR - TRIHZE
ANBABERE - RBRERREANAR
& :

16/4/2015 23/11/2015  11/5/2016  8/9/2016 29/11/2017
0.85 1.04 1.06 1.30 2.70

43 43 43 43 41

43 43 43 43 41

1.065 1.183 0.969 0.694 1.586

6 6 6 6 6

2.82 2.42 2.34 2.03 1.27

BRI FHIREAEAFNELENE
E o ARUREBRRTEBREN TR - REIRIE

R E R IR AT R R KB BRI RER - R
BERBEERER
W EEME T EEENRRIIARAENGTE

e o

AEEREBEE—_Z—/\EA=1THIL~EA
HﬂF'EJﬁEEL%ZE%IJIETE’\JE%HX%F;%E%AE%
3,800,000 L (BE=F—tF/NA=THIN
8 A HAfE - AREE 4,743,0007T) °
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19. RESERVES
The amounts of the Group’s reserves and the movements therein for
the first six months periods in 2018 and 2017 are presented in the
condensed consolidated statement of changes in equity on page 27

of the interim report.

() Contributed surplus
The contributed surplus of the Group represents the difference
between the then consolidated net assets of the subsidiaries
acquired pursuant to the group reorganisation, over the
nominal value of the Company’s shares issued in exchange
thereof.

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

registered capital.

(iii) Exchange fluctuation reserve
The exchange fluctuation reserve is used to record exchange
differences arising from the translation of the financial
statements of foreign subsidiaries.
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Notes to the Interim Financial Information

AR R B R B RE

20. FINANCIAL INSTRUMENTS BY CATEGORY 20. RERES2ERMIEA
Financial assets B EE
30 June 2018 31 December 2017
“5-\EXA=tA “EE+-A=t-H
(Unaudited) (Audited)
(REEH) (B&#)
Financial Equity
assets at investments at
fair value fair value
through profit Loans and through profit Loans and
or loss receivables Total or loss receivables Total
EBBEEN EBiERIN
MRESIRZ LV N5 ERR
hEE JewsR a8 RiERE A &8
RMB’000 RMB’000 RMB’000 RMB'000 RMB'000 RMB'000

ARBTR ARBTR ARBTR ARETT ARETT ARETT

Trade and notes receivables EWESREETE - 343,210 343,210 - 313,214 313,214
Financial assets included in AN &SR
prepayments, deposits and b AR
other receivables - 593,625 593,625 = 461,005 461,005
Financial assets at fair value through ~ EBEHNALEFIE 2
proft or loss HBEE 34,941 - 34,941 - - -
Equity investments at fair value FRERNAL BT
through profit or loss ik a - - - 8743 - 8,743
(Cash and bank BeRBIER - 675,126 675,126 - 611,077 611,077
34,941 1,611,961 1,646,902 8,743 1,385,296 1,394,039
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20. FINANCIAL INSTRUMENTS BY CATEGORY (Cont’d) 20.

Financial liabilities

Trade and notes payables

Financial liabilities included in other payables
and accruals

Financial liabilities at fair value through
profit or loss

Interest-bearing bank loans

MBEE

30 June

2018
—E-NF
ANA=+H
(Unaudited)
(REBER)
Financial
liabilities at
amortised cost

RERE D 2R T A (&)

31 December
2017
—E—+F
+=-A=+—H
(Audited)

(B &%)
Financial
liabilities at
amortised cost

REBHERATE REHNAGE

ZHEaE ZHMBaR

RMB’000 RMB’000

AR¥T T AREETTT

JENE 5 REBEFIR 153,391 143,404

ETAEMENRERTERER 2

WiEBaE 130,238 62,957
FRBRAAABEIRZHBAE

717 =

STRRITER 80,284 =

364,630 206,361
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21.

Notes to the Interim Financial Information

FAIR VALUE HIERARCHY OF FINANCIAL 21.

INSTRUMENTS
The following tables illustrate the fair value measurement hierarchy of

the Group’s financial instruments:

Assets and liabilities measured at fair value as at 30 June

A RS E R RE
SRMIAZAAEES

TRIAAREESRTANARE

ok

TEER -

R-SE-N\FERA=1THREAABFENEE

2018:

Financial assets at fair value
through profit or loss
Financial liabilities at fair value

through profit or loss

KA

Fair value measurement using

ERNTERETRIAMENE

Quoted prices
in active
markets
(Level 1)

HAIER
mENRE
E—&
RMB’000
ARBTR

BBBRHEANAETIR
ZHBEE

BBBRHEANAETIR
ZHBAR -

34,941

Significant Significant
observable unobservable
inputs inputs Total
(Level 2) (Level 3)
BRT BRFT
BERAGE BEBAE &t
-t E=
RMB’000 RMB'000 RMB'000
ARBTR ARBTR ARBTR
- - 34,941
717 - 717

During the period ended 30 June 2018, there were no transfers of
fair value measurements between Level 1 and Level 2 and no
transfers into or out of Level 3.

The carrying amounts of cash and bank, trade and notes receivables,
trade and notes payables, financial assets included in prepayments,
deposits and other receivables, financial liabilities included in other
payables and accruals, and interest-bearing bank loans approximate
to their fair values.

HEZZ-N\FEXA=THILHRE E—KH
E_RELEAAEBAEES - TEEASNS
HE=F -

RE RRTER - BERFREREE - BN
BRAMENRE  FEARMNK  REREMmE
Wik MG EE - sEAEMENREIERE R
ZHBAE ARG ERITERNREERR
DRAERE -
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22. COMMITMENTS
(@) Operating lease commitments

At 30 June 2018, the Group had total future minimum lease

rentals payable under non-cancellable operating leases falling

due as follows:

Within one year

After one year but within five years

(b) Capital commitments

Contracted, but not provided for:
Plant and machinery
Land and building

ERTAY - ERIERE
TR 55 bt s
T RETF
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22. &I
(a) EEHESRE

BHE_Z-\FXA=1+H A&EER
BRI HGEE SRR AR AR REN &

B ERIBRATENT

30 June 31 December
2018 2017
—E-N\EF —E—tF
ANA=+H +tZA=1+—H
(Unaudited) (Audited)
(REEZ) (B&EZ)
RMB’000 RMB’000
AR¥TR ARETIT
24 436
- 143
24 579

(b) EAFIE
30 June 31 December
2018 2017
—E-N\E —E—+tF
ANA=+H +ZA=+—H
(Unaudited) (Audited)
(REEZ) (BE%)
RMB’000 RMB’000
AR¥TT ARETIT
1,178 4,500
2,959 -
4,137 4,500




23.

24.

Notes to the Interim Financial Information

RELATED PARTY TRANSACTIONS
Compensation of key management personnel of the Group:

Salaries, allowances and benefits in kind 4 « 28E R EYEF

Employee share option benefits S THERERET
Pension scheme contributions RIRE TR
Total compensation paid to key FTEEBAEMEERE

management personnel

COMPARATIVE FIGURES

According to the final payments and contractual implementation
situation, some selling and distribution expenses for the six months
period ended 30 June 2017 have been reclassified in accordance
with International Financial Reporting Standards. Therefore, the
revenue, segment revenue of finished drugs, gross profit, selling and
distribution expenses for the six months ended 30 June 2017 as
presented in this report have been restated. Such reclassification has
no impact on the consolidated financial statements for the year
ended 31 December 2017. The details of reclassification are as

follows:

Revenue WA

Segment revenue of finished drugs Ak 2 FA UG A
Gross Profit EF

Selling and distribution expenses HERDHE R

AR R B R B RE

23. BEIRS
FEEFEEEAEMS

For the six months

ended 30 June
BEAA=ZTHLEREAR
2018 2017
—E-N\F —FtF
(Unaudited) (Unaudited)
(REER) (REER)
RMB’000 RMB’000

ARBTR ARBT T

2,097 2,393
798 1,458
35 46
2,930 3,897

24, LLEBHF
$ETFEE’ZX§H&AE$M?’|$>R BRI
SEAHBE_T—tFAA= +E|JJ:/\1
HHEF'EJE’\J“BT’J}%E& DHERETED R -
bt AREREE_T—EFRA= ‘f‘Elt/\
EARHA - KENDFERA - EF - $HEK
DHEBERADEY - ZFESREHE_Z
—tHE+ZA=+—HIFENRE I B]RK
RETE - BHESENFBOT

For the six months ended 30 June 2017
HE—Z—tFA=1THIE~AEARA

(Unaudited) (Unaudited) (Unaudited)

(REEER) (REEER) (REgER)
As previously Effect of

stated  reclassification As restated

SR 2 BENETE 57

RMB’000 RMB’000 RMB’000

ARBETIT AREBTTT ARETT

491,056 (57,538) 433,518
425,404 (57,538) 367,366
340,832 (57,538) 283,294
102,392 (57,538) 44,854
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25.

26.

POST BALANCE SHEET EVENT

In the extraordinary general meeting on 3 August 2018, the
shareholders of the Company approved the declaration and payment
of a special dividend of HK$0.075 per Sub-divided Share to
shareholders of the Company whose names appear on the register
of members of the Company on 26 September 2018. The total
amount of the special dividend to be distributed is approximately
HK$118,979,000 (equivalent to approximately RMB103,564,000)
and will be paid on or about 11 October 2018.

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, liquidity risk and interest rate risk.
The board of directors reviews and agrees policies for managing

each of these risks and they are summarised below.

Foreign currency risk

Except the office premises in Hong Kong, the Group does not have
significant investment outside of Mainland China. However, the
Group has transactional currency exposures. These exposures arise
from sales of the Group’s subsidiaries denominated in currencies
other than the Group’s subsidiaries’ functional currency.
Approximately 14.6% of the Group’s sales for the six months ended
30 June 2018 (2017: 14.8%) were denominated in currencies other
than the functional currency of the Mainland China subsidiaries.
Upon receipt of currencies other than the functional currency, the
Mainland China subsidiaries sell them to the banks immediately in

order to convert them into functional currency.
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25.

26.

HER®BEIE

RZZE—NFENA=ZBREEFIRE ' AA7A
% SR AL B R R A & AR AT A8 AR 10 7 #5 0.075
THERIRE S FRZZE—NFALA=F+/ A%
IR N ERE A M ARRE o IR S B
#) 7 %118,979,0007t ( 4 10 B BN A B ¥
103,564,0007T) * WHR=ZF—NF+A+—
BRI IR o

cREMREEEERHER

AEERBREESFTRANENE SHASTH
MEBEWHEEERAE  HIIREKEERE
A o

AEESEBT A RHEEE R SINER
e EERE  RBEZERNFXER o A
TREFSRILRBER LR GIEERK
RZE -

HNE RLER

BRBBH ARSI - A5 B B R fE AN 4
BEARERE - AT AEBNEHRZEER
% o BRARKRIKEAUAREB N T BEKENBA
AIAEINBE B M AN 2 BRGEIT 2 HHE - HE
—E-N\FEXRNAZTRHLEANER  ALEEHD
14.6% 2 HE(ZT —+H4F : 14.8%) TIAARE
[ A o B K BEFT BB A A1 T g B B LASN 2 B BE 5T
B RIREIEEE AN E¥ES - REER
RBIAREEMB A R 2RI ZEEEE FRTT
AR AT EHE o
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26. FINANCIAL RISK MANAGEMENT OBJECTIVES AND

POLICIES (Cont’d)

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

amounts 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.

Interest rate risk

The Group’s interest rate risk arises primarily from borrowings.
Borrowings subject to variable rates expose the Group to cash flow
interest rate risk. Borrowings subject to fixed rates economically
expose the Group to fair value interest rate risk.

This risk is managed by considering the portfolio of interest bearing
assets and liabilities. The net desired position is then managed by
fixed rate borrowing or through the use of interest rate swaps, which
have the economic effect of converting floating rate borrowings into
fixed rate borrowings. The appropriate ratio of fixed/floating risk for
the Group is reviewed periodically. The level of fixed rate debt is
decided after taking into consideration the potential impact of higher
interest rates on profit, interest cover and cash flow cycles of the
Group’s business and investments. If the current low interest rate
environment is unlikely to persist due to inflationary concerns, the
Group will consider to lock in fixed rate borrowings to reduce the
impact of interest rate fluctuations.

AR R B R B RE

26. eRIEAKREEEEREE(E)

FERRE
AEHEEZEERASNE=FLETIS -
BRASENDBCR  MAERREREHETRS
MEPF BDARBEEZERKFR  HAE
B oS AEBESRHEEREUGRIARER
MIEN  MAKRENERRBRI TEX -

RERAKRERCYBEENEERR  HF
a%fﬁé)}%ﬁﬁﬂﬁ* - E R R RO B

UNARBINRPBEE  ARERHTED
FﬁEiE’\JEEJﬁ % ERBERZFTANK
[ENI=R

HRAEEEEAZSZEREREEBAURNE
TEETRG  MATEIMEF - £hEE
RBRERES /RS FERE B AEEAL
EARMEASEREERR -

RBELSRR

REBER %Hﬂ%ﬁlb&bﬁ%;ﬁr% 5
REETHBRNER - LWTASZE
ARMBEE (WRKESRF)NE J HH AR
KEREXBNERRERE -

H>
Eﬁn\
H

Fl 2= 3 B

REBHANEEREZREEE o LUZB)F| R
B E’J%%ﬁ@il‘%l%%ﬁim%ﬂ%J—L % o
RELSBANBEREREBAEZEAR

B 2R @ e

BReZEEEMNSNEERE
BB A A F ==
E1R - MERAAGIREEEEEAE E'FM“
BN - AREEEHRIES JEE
b2 B9 & BBl o JREE B B ERIKFR - A%
BEREAMEHREBELRIEEN N - &
BERREREBALNEETE - EEAMEA
BIREEFEEAAESRETIRIZE A5
EezREREEEE  BREFEREESNTE -
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26.

27.
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (Cont’d)

Capital management

The primary objectives of the Group’s capital management are 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 shareholders’ 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
managing capital for the six months ended 30 June 2018.

APPROVAL OF THE INTERIM FINANCIAL REPORT

The interim report was approved and authorised for issue by the
board of directors on 23 August 2018.

JERRA]

26.

27.

TREREEBERHEE)

AEXER
AEEEREANE R ARRREAKENS
BRERNDEFRRENEARLE  UER
EBEREEBERARREE

AEESRELBERFEZE
HEEHAE - %ﬁh%ﬂ%§$
EHeRAB N TRRORERE  REER
FRERKBETHRD - RBEE_F—/\FXH
=tHLEREASRE FHREAEENERE -
BOR Kdig b EAE h (E 23

HEAREL
R A%

oA B R R S RO HE
ARPMBEECR T \FN\A-_T=R%E
BRI RIFRHIT -
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