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On behalf of the board (the “Board”) of the directors (the “Directors”) of
Dawnrays Pharmaceutical (Holdings) Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”), | am pleased to
present the results of the Group for the year ended 31 December 2011
(the "reporting period”)

The Group has recorded a revenue of approximately RMB1,081,044,000
for the year ended 31 December 2011 (2010: RMB1,286,683,000),
representing a decrease of 16.0% over 2010. Profit attributable to owners
of the parent was approximately RMB 146,307,000 (2010: RMB166,840,000),
representing a decrease of 12.3% over 2010. The decrease in revenue was
mainly due to the decrease in sales of intermediates, bulk medicines and
powder for injection compared with the corresponding period last year.
The sales of solid dosage-forms (mainly system specific medicines)
increased compared with the corresponding period last year.

With the Company’s success in implementing various plans under its
development strategies, the Group recorded impressive return on
its investments in system specific medicines for cardiovascular diseases,
etc. Market share has become bigger and sales continued to post
considerable growth while gross margins maintained at a satisfactory level.
The increasingly strong product structure of the Group's system specific
medicines warrants the profitability of the Company and has partially
offset the effect of the declining revenue from cephalosporin products.
Besides, the Group adheres to its business policy of healthy development
and its financial principle of strict cost control. Cash flows from operating
activities for 2011 were RMB82,986,000 (2010: RMB252,344,000).

The Board recommends the payment of a final dividend of HK$0.068 per
share for the year ended 31 December 2011, amounting to the total sum
of approximately HK$54,303,700 (equivalent to approximately
RMB44,127,000), to the shareholders whose names appeared in the
register of members as of Friday, 25 May 2012 subject to the approval of
the shareholders at the forthcoming 2012 Annual General Meeting (the
"2012 AGM"). Taking into consideration the interim dividend of HK$0.02
per share, the total annual dividend distributed for the year is HK$0.088
per share. The dividend payout ratio is approximately 39.1%.
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2011 marks the third year into the in-depth medical reforms pushed
forward by the Central Government and is also under the “12th Five-Year
Development Plan”. During the year, the government introduced a
number of substantial policies, plans, guidance and measures in
connection with the pharmaceutical industry. As regards the policies which
might have immediate effect on the pharmaceutical industry, in addition
to the 2 notices issued by the National Development and Reform
Commission concerning adjustment to the retail price of pharmaceuticals,
the stringent requirements stipulated in both the “Good Manufacturing
Practice of Pharmaceuticals (revised in 2010) K & R A E M E IR R &
(2010F1EET))) " (“New GMP") promulgated by the State Food and Drug
Administration and the “Administrative Measures regarding Clinical
Application of Antibacterial Medicines (Consultation Paper) ((H1 & 2458
RIEAEEIE(FKERTR))) " issued by the Ministry of Health also
have a bearing on the pharmaceutical industry to some extent.

The New GMP is prepared with direct reference to the standards adopted
by the European Union, assuring quality of pharmaceuticals manufactured
by the Chinese pharmaceutical enterprises and maintaining their
competitiveness in the international arena by imposing significantly high
entry barriers and production standards. Upon implementation of the New
GMP, enterprises must commit considerable amount of financial and
human resources to construction or improvement in terms of facilities and
management to meet the requirements within the given timeframe.
Under such circumstances, some pharmaceutical enterprises may fall
prey to merger and acquisition or even elimination. In the near future,
pharmaceutical enterprises in China will keep up with their international
counterparts in terms of size, management standards and production
quality. Competition among top-tier players in China will center around
innovation, proprietary technology and quality and go beyond the
domestic market to the rest of the world. As a visionary move, the Group
took the lead to construct new production facilities and renovate its
existing facilities referring to the advanced standards commonly accepted
worldwide years back. Projects commenced as scheduled. When it is
done, the Group's production conditions and strengths will move onto a
new stage. By then the Group will be in an advantageous position to
expand its presence in the domestic market as well as explore different
tiers of the overseas markets.
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All along, antibiotic has been a key medicine of clinical application in
China. The multi-tier management proposed in the “Administrative
Measures regarding Clinical Application of Antibacterial Medicines
(Consultation Paper)” has for a time sent shockwaves across the market.
The strong reactions from dealers and end-users triggered a decline in the
antibiotics market across the nation in 2011. The cephalosporin products
segment of the Company was not spared with its business volume falling
from the peak level seen in 2010. The Group believes that China is
promoting the rational use of antibiotics and will, in the foreseeable future,
only adjust its administrative measures based on the time-honored clinical
applications. A set of finalized administrative measures is imminent.
Therefore, the Company has been actively exploring various solutions
on the premise of constrained resource commitment to realize its
development potential from the aspects of product quality and production
costs, and to enhance brand name and competitive edges of our
products.

Since the founding of the Company, on top of cephalosporin products,
the Group has also marketed a range of system specific medicines with a
success which is attributed to its ability to meet the requirements of end-
users, timely development and precise marketing initiatives. Thanks to our
efforts over the years, the launched products, namely “Anneizhen”
(ZWE) and “Anneigiang” (% M58) for treating cardiovascular diseases
as well as anti-allergy medicine “Xikewei” (FR] &), on the market prove
marketable and record year-on-year growth in sales. During the year
under review, the revenue of specific medicines took up a bigger
proportion in the total revenue of the Group and also made substantial
profit contribution to the Group. Shortly after the launch of “Entecavir” (&
R E) for treating liver diseases in 2010, marketing activities for another
medicine, namely “Potassium Citrate Extended-release Tablets”
(#0145 B% #7142 2 F7) for treating endocrine calculus, also commenced in
2011. Through a series of marketing activities, the Company expects these
2 products will bring in positive contribution to the Group's profitability.

Judging from the particulars of the national “12th Five-Year Development
Plan” and the ancillary policies relating to pharmaceutical industry, the
government is determined to speed up the restructuring and
intensification of the pharmaceutical industry and to enhance the
management, production and product quality and safety of this industry,
thereby ensuring an effective supply of medicines in the domestic market
and sharpening the competitive edge of China's top-tier pharmaceutical
enterprises in the international markets. Given the current circumstances,
the Group will continue to reinforce its capabilities in innovation and spare
no efforts in product development, technological research, technological
transformation and quality assurance to take on the challenges lying
ahead.
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As regards R & D of products, in particular, system specific medicines, the
Company has accumulated a wealth of experience in terms of product
development, cultivation, screening and marketing after prolonged
practice and repeated reviews. Therefore, the Group will increase and
accelerate its resource commitments and keep track and control of the
product development progress from cultivation to launch. Under the
guidance of the "12th Five-Year Development Plan of the Pharmaceutical
Industry (B2 T2 [+ =1 ] % REMRE])", the Group will build up a new
portfolio of system specific medicines and a network of sales and
marketing, increasing the proportion of system specific medicines in the
total business volume to enhance the Company’s profitability and
sustainability.

Besides, leveraging on the Group's experience in producing cephalosporin
products through vertical integration over the years, technical advantages
and market position, the Company will enhance mutual or multilateral
cooperation in various ways with its existing and new allies, both at home
and abroad, ensuring the cephalosporin product segment to maintain
basic contribution to the Company's profitability.

The Group will complete the construction of new facilities and the
improvement to existing workshops at full strength so as to comply with
the New GMP requirements on schedule.

As always, the Board believes that the building and operation of
pharmaceutical enterprises relies on a knowledge-intensive base and its
success depends on the quality, effective allocation and application of its
human resources. We will continue to emphasize the nurture of key staff
and recruit talents from outside, laying a solid foundation for the
development of the Group.

I would like to take this opportunity to express my sincere gratitude to all

our shareholders, business associates, management staff and colleagues
for their full support throughout the year.

Li Kei Ling
Chairman

Hong Kong, 23 March 2012
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During 2011, as the reform of the medical and health system deepened in
China, changes have been made to the essential drug system across the
entire nation by the introduction of tendering process to drive down the
prices of medicines. The tendering prices for, in particular, the widely-used
cephalosporin powder for injection listed in the essential drug list are
reduced to even below their costs. The Ministry of Health in China has
adopted the most stringent restrictions and regulations on the clinical
application of antibiotics since the introduction of “2011 rectification
program for national clinical application of antibacterial medicine ({2011
FRrENMEEDRAEBIEEEREH T E))". As aresult, clinical
application of such medicine significantly decreased and so did the
demand from the market as a whole. Arbitrary investments and massive
production had resulted in an oversupply of the upstream raw material
"7-ACA" in the market and persistent reduction in its price. These 3
factors have brought down the sales volume and gross margins of the
products related to cephalosporin intermediates, bulk medicines and
powder for injection and in turn setting a downward trend for the selling
price of the Group's cephalosporin bulk medicines.

Under the unexpectedly severe market conditions for cephalosporin
antibiotics, coupled with other adverse external factors, the Group
focused on increasing the production and sales of specific medicines,
consolidating and expanding its market share in system specific medicines
and so enhancing profitability. We have also concentrated investment in R
& D capabilities and selected products with core technology and
innovation to form a new product line.

1) PRODUCTION & SALES OPERATION

For the year ended 31 December 2011, production and sales volume
of intermediates and bulk medicines decreased by 25.3% and 32.7%
respectively over the corresponding period last year. As to finished
drugs, production and sales volume of powder for injection
decreased by 17.1% and 28.6% respectively over the corresponding
period last year while those of solid-dosage-forms increased by
61.9% and 37.8% respectively. Export sales accounted for
approximately 16.3% of the total revenue.
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DEVELOPMENT OF NEW PRODUCTS

In 2011, the Group has obtained from the State Food and Drug
Administration (SFDA) 1 new drug certificate for Potassium Citrate
Extended-release Tablets; and 4 production approvals, 2 for
cephalosporin antibiotics (Cefprozil Tablets and Cefodizime Sodium
for Injection) and 2 for specific medicines (Levamlodipine Besylate
Tablets and Potassium Citrate Extended-release Tablets). We have
completed clinical studies for 3 types of medicine, 2 for specific
medicines treating cardio-cerebrovascular diseases and 1 for oral
cephalosporin antibiotic. Proposals for 2 new products were
approved and 1 patent was granted. On-site inspection by the
Certification Centre for Drugs under SFDA in respect of the
registration and production of Prulifloxacin and its tablet form was
completed.

HONOURABLE RECOGNITIONS IN 2011

The Group's Entecavir dispersible tablet and its bulk medicines
were recognized as a high-tech product of Jiangsu Province by
Jiangsu Science and Technology Department in 2011. Cefepime
Dihydrochloride for injection and its bulk medicine were recognized
by the Ministry of Science and Technology as an item under the
China Torch Programme in 2011. The ergot-type drugs for treating
cardio-cerebrovascular diseases which are still under development
were granted patents by the State Intellectual Property Office.

Suzhou Dawnrays Pharmaceutical Co., Ltd. was recognized
“Innovative Enterprise of Jiangsu Province” jointly by Jiangsu
Science and Technology Department, State-owned Assets
Supervision and Administration Commission of Jiangsu Provincial
Government, Jiangsu Federation of Trade Unions and Jiangsu
Federation of Industry and Commerce.

“Suzhou Dawnrays Pharmaceutical Engineering Research Centre for
Cephalosporin Antibiotics and Cardiovascular Drugs” set up by
Suzhou Dawnrays Pharmaceutical Co., Ltd. was certified by the
Science and Technology Department of Suzhou.

“Nantong Research Centre for Engineering and Technology” of
Dawnrays (Nantong) Pharmaceutical Science and Technology Co.,
Ltd. obtained certification from the Science and Technology
Department of Nantong.

According to the information released at the 28" National
Pharmaceutical Industry Information Annual Conference held in
August 2011, Suzhou Dawnrays Pharmaceutical Co., Ltd. ranked
839 among the pharmaceutical enterprises nationwide as listed in
the “2010 Statistics Yearbook of Chinese Medicine and Pharmacy”.
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In September 2011, the high-tech enterprise status of Suzhou
Dawnrays Pharmaceutical Co., Ltd. was verified by the authorities in
Jiangsu Province.

In December 2011, Dawnrays (Nantong) Pharmaceutical Science and
Technology Co., Ltd. was named an outstanding overseas Chinese
enterprise in Jiangsu Province.

4) CONSTRUCTION PROJECT OF PRODUCTION
FACILITIES
Pharmaceutical Intermediates:
Phase Il of the construction project of Dawnrays (Nantong)
Pharmaceutical Science and Technology Co., Ltd. has been
progressing as planned.

Pharmaceutical Preparations:

Fundamental construction of the workshop producing non-
cephalosporin solid-dosage-forms of Suzhou Dawnrays
Pharmaceutical Co., Ltd. at Hedong Industrial Park has been
completed and is entering the phase of equipment installation and
commissioning.

Since 2010, the huge population base in China, rising national income,
aging population, urbanization, improvement in social security system and
so on have become the driving force behind the rapid development of the
pharmaceutical industry. The pharmaceutical industry of China is moving
towards another decade of significant developments. We may witness the
introduction by the Chinese authorities of various policies to optimize the
medical resources. By committing more resources and perfecting the
system, the coverage and popularity of medical service will be enhanced
and a rapid growth will also be seen in China’s pharmaceutical market.
With the Company’s strategic objective in mind, the management of
Dawnrays will ride on the general trend of the nation’s industrial
development. Optimization of resource allocation will be materialized by
leveraging on the strengths of the capital markets. Management standard
and operating efficiency will also be raised so as to strengthen risk
management and keep the Company on the right track of healthy
development. In achieving these goals, we are committed to: 1) putting
more efforts to R&D, optimizing resource allocation, and expediting the
launching process of products under development to enrich our array of
specific medicines encompassing various areas; 2) obtaining GMP
certification for newly-built workshops as planned, implementing the
construction of new facilities and manufacturing bases as well as
application for international recognition in an orderly fashion so as to raise
the standard of product quality and competitiveness in the market; 3)
adjusting and optimizing product mix according to government policies
and market demand as well as developing markets for new products and
structuring the sales team as planned; and 4) further lowering cost while
enhancing product quality of our existing cephalosporin products and
even exploring opportunities to cooperate with enterprises at home and
abroad to ensure the product line maintains profit contribution.
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SALES AND GROSS PROFIT

For the year ended 31 December 2011, the Group has achieved the
revenue of approximately RMB1,081,044,000, equivalent to a decrease of
16.0% compared with the corresponding period of last year. Gross profit
was approximately RMB362,752,000, in a decrease of RMB13,405,000 and
equivalent to a decrease of 3.6% compared with the corresponding period
of last year. Gross profit margin rose from 29.2% in last year to 33.6% ,
increased by 4.4 percentage points and equivalent to an increase of
15.1%. The main reason for the decrease in revenue by RMB205,639,000
was mainly due to the revenue for finished drugs segment increased by
RMB50,947,000 while the revenue of intermediates and bulk medicines
segment decreased by RMB256,586,000. The sales amount of the system
specific medicines under finished drugs segment increased by
RMB120,798,000 representing an increase of 60.6% compared with the
corresponding period of last year. The increase in gross profit margin was
mainly due to the product portfolio was further optimized and the sales of
high gross profit system specific medicines continued steady growth with
the sales volume rose by 42.8%.
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The total expenses incurred during the year increased by RMB23,743,000
making total of RMB200,166,000 compared with RMB176,423,000 in the
corresponding period of last year. They were equivalent to 18.5% of
turnover (2010: 13.7%). Total expenses increased were mainly due to the
increase in employees’ remuneration, R & D costs, write-down of
inventories to net realizable value and marketing expenditure.

PROFIT ATTRIBUTABLE TO OWNERS OF THE PARENT

For the year ended 31 December 2011, profit attributable to owners of the
parent was RMB146,307,000, a decrease of RMB20,533,000 or 12.3%
compared with the corresponding period of last year. Profit decreased
mainly due to hospitals had strict control in the usage of antibiotics since
the 3rd quarter of 2011 and the selling price of 7-ACA continued to slide
caused double extrusion to the sales volume and unit price of
cephalosporin.
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ANALYSIS ON THE RETURN ON ASSETS

As at 31 December 2011, net assets attributable to owners of the parent
were approximately RMB918,878,000. Net return on net assets, which is
defined as the profit attributable to owners of the parent for the year
divided by net assets attributable to owners of the parent, was 15.9%
(2010: 20.0%). The current ratio and quick ratio was 1.80 and 1.41
respectively. Turnover days for trade receivables was approximately 74
days. Turnover days for trade and notes receivables was approximately
157 days. The turnover days for inventory was approximately 90 days.

LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2011, the Group held cash and cash equivalents of
approximately RMB97,805,000 (as at 31 December 2010: RMB210,975,000).
During the year, the net cash flows from operating activities was
approximately RMB82,986,000 (2010: RMB252,344,000). Net cash flows
used in investing activities was approximately RMB149,258,000 (2010:
RMB79,357,000). Net cash flows used in financing activities was
approximately RMB41,114,000 (2010: RMB46,379,000).

As at 31 December 2011, the debt ratio (defined as sum of bank advances
for discounted bills plus interest-bearing bank loans over total assets) of
the Group was 7.9% (as at 31 December 2010: 3.6%). As at 31 December
2011, the Group had HK$136,180,000 short term bank loans which were
interest-bearing. The time deposits of approximately RMB88,294,000 were
pledged to a bank to secure HK$105,000,000 bank loans. Another bank
loan of HK$23,180,000 is secured by notes receivables amounting
RMB20,000,000 of the Group's subsidiary in China. The Group's remaining
bank loans are guaranteed by corporate guarantee of the Company and
some of its subsidiaries. The fixed bank deposits carry interest at market
rate. In order to convert the floating rate bank loans to a fixed annual
interest rate, the Group entered into an interest rate swap contracts with a
notional amount of HK$105,000,000 with a bank. The purpose is to
execute the Group's financial management requirement to exclude any
risk of interest rate fluctuations of floating interest rate loans for achieving
the planned financial results.

As at 31 December 2011, the Group had aggregate bank facilities of
approximately RMB852,458,000 (as at 31 December 2010:
RMB827,012,000).

As at 31 December 2011, the Group's capital commitments amounted
to approximately RMB199,160,000 (as at 31 December 2010:
RMB273,680,000), which mainly derived from the purchase plan of office
premises, construction of new workshops for specific medicines solid-
dosage-forms preparation in Hedong Industrial Park in Suzhou Dawnrays
Pharmaceutical Co., Ltd., the phase Il of plant construction in Dawnrays
(Nantong) Pharmaceutical Science and Technology Co., Ltd., the
construction works for oral cephalosporin intermediates workshop in Su
Zhou Dawnrays Pharmaceutical Science and Technology Co. Ltd, etc. The
Group has sufficient financial and internal resources to bear the capital
expenditure.
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Save as aforesaid disclosure, the Group had no significant external
investments or material acquisitions or disposal of subsidiaries and
associated companies during the year.

FOREIGN EXCHANGE AND TREASURY POLICIES

As the Group's substantial business activities, assets and liabilities are
denominated in Renminbi, the risk derived from the foreign exchange to
the Group is not high. The treasury policy of the Group is to manage any
risk of foreign exchange 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 31 December 2011, the Group employed 1,434 employees and the
total remuneration was approximately RMB100,635,000 (2010:
RMB89,758,000). 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 accommodation.

CHARGE ON ASSETS

Save for the bank deposits and notes receivables of approximately
RMB 108,294,000 which were pledged to banks to secure bank loans of
HK$128,180,000, as at 31 December 2011, the Group had no charges
on assets (as at 31 December 2010: Nil).

CONTINGENT LIABILITIES
As at 31 December 2011, the Group had no material contingent liabilities
(as at 31 December 2010: Nil).

PLANS FOR SIGNIFICANT INVESTMENTS AND EXPECTED
SOURCE OF FUNDING

Save for those disclosed above in connection with capital commitments
under the section “Liquidity and Financial Resources”, the Group does
not have any plan for material investments or acquisition of capital assets.

SEGMENT INFORMATION
An analysis of the Group's segment information for the year ended 31
December 2011 is set out in note 3 to the financial statement.
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The board of Directors (the “Board”) of Dawnrays Pharmaceutical
(Holdings) Limited (the “Company”) believes that corporate governance is
essential to the success of the Company and its subsidiaries (collectively
referred to as the "Group”). Good corporate governance can safeguard
the interests of all shareholders and enhance corporate value. Therefore,
the Board has adopted various measures to ensure that a high standard of

corporate governance is maintained.

In the opinion of the Directors, the Company has complied with all code
provisions set out in the Code on Corporate Governance Practices (the
"Code on CGP") contained in Appendix 14 of the Rules Governing the
Listing of Securities (the “Listing Rules”) on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) for the year ended 31 December
2011.

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) set out in Appendix 10 of
the Listing Rules as the Company’s code of conduct for dealings in
securities of the Company by the Directors. Based on specific enquiry of
all Directors, the Company confirms that all the Directors have complied
with the required standard set out in the Model Code, throughout the
accounting period covered by the 2011 annual report.

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

The Board had 6 full board meetings for the year ended 31 December
2011 to consider, among other things, reviewing and approving the
interim and annual results of the Group, overall group strategy, annual
budgets, approval of major capital transactions and other significant
operational and financial matters. During the year, ad-hoc meetings were
convened when circumstance required such as review and approve capital
expenses for production facilities.
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Details of the attendance of Directors at full board meetings and at three
other board committees’ meetings (the Audit Committee, the Nomination
Committee and the Remuneration Committee) during the year 2011 are
set out in the following table:

R-F——5F ZESNE2REFETERZLAIN=FE
=ZBee(ERZES RAZBELFMZES)
B E R IB BN T

No. of meetings attended/held
GRLEREBITRE

Audit Nomination Remuneration

Board Committee Committee Committee
Name of Directors EEHE Exg EREEY REZES® yMEsS
Executive Directors MITEF
Ms. Li Kei Ling (Chairman) FHWL L (E/E) 6/6 2/2 1/1
Mr. Hung Yung Lai RERIIG o4 6/6
Mr. Li Tung Ming FERALE 6/6
Mr. Gao Yi [SEiTts 6/6
Non-executive Director HHITESE
Mr. Leung Hong Man RERESE 6/6
Independent Non-executive Directors  J& v IF#77E %
Mr. Pan Xue Tian EEREE 6/6 2/2 1/2 11
Mr. Choi Tat Ying Jacky B g 6/6 2/2 2/2 11
Mr. Lo Tung Sing Tony BRELE 6/6 2/2 2/2 11

At least 14 days notice of regular board meeting is given to all Directors.
The agenda and board papers are sent to the Directors at least 3 days
before the meetings of the Board and board committees so that the
Directors have the time to review the documents. Directors can include
matters for discussion in the agenda if the need arises. Minutes of
meetings of the Board and board committees are recorded in sufficient
details that matters considered and decisions reached. The draft and final
versions of the minutes will be sent to Directors within a reasonable time
after the meetings. Minutes of meetings of the Board and board
committees are kept by the company secretary of the Company and open
for inspection on reasonable notice by any Director.

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

If a substantial shareholder or a Director has a conlflict of interest in a
matter to be considered by the Board which the Board had determined to
be material, the matter will be dealt with by holding a board meeting with
the presence of disinterested Independent Non-executive Directors or a
meeting of a board committee set up for that purpose pursuant to a
resolution passed in a board meeting.
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The Board currently comprises eight Directors, of whom four are Executive
Directors, one is Non-executive Director and three are Independent Non-
executive Directors. The composition meets the recommended practice
under the Code on CGP for the Board to have at least one-third in number
of its members comprising Independent Non-executive Directors. The
three Independent Non-executive Directors are persons of high caliber,
with academic and professional qualifications in the fields of accounting,
business management and pharmaceutical industry respectively. With
their experience gained from senior positions held in other companies,
they provide strong support towards the effective discharge of the duties
and responsibilities of the Board. The biographies of the Directors are set
out in pages 24 to 29 to the 2011 annual report, which demonstrates the
skills, expertise, experience and qualifications.

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

Ms. Li Kei Ling, the Chairman of the Company and Mr. Hung Yung Lai,
one of the Executive Directors, are directors and ultimate shareholders of
several private companies incorporated in Hong Kong and British Virgin
Islands.

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

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

Non-executive Directors are appointed for a fixed term of two years and
are subject to retirement by rotation and re-election by shareholders at
annual general meeting ("AGM") in accordance with the Company’s
articles of association (the ”Articles”).
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At each AGM, one-third of the Directors are required to retire from office
according to the Company’s Articles. As the Company has eight Directors,
at least one third of them shall retire subject to rotation, and barring
unforeseen resignation/retirement during a year, each Director is
effectively appointed for an average term of not more than 3 years. Mr. Li
Tung Ming, Mr. Choi Tat Ying Jacky and Mr. Gao Yi will retire at the
forthcoming AGM. All retiring Directors are eligible for re-election.

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

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

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

The roles of the chairman (the “Chairman”) and the chief executive officer
(the "CEQ") of the Company are separated and are performed by two
separate individuals who have no relationship with each other to strike a
balance of power and authority so that the job responsibilities are not
concentrated on any one individual. The Board has appointed Ms. Li Kei
Ling as the Chairman. She has executive responsibilities and provides
leadership to the Board such as ensuring all Directors are properly briefed
on issues arising at Board meetings and received complete and reliable
information in a timely manner so that the Board works effectively and
discharges its responsibilities.
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Mr. Gao Vi, an Executive Director and the CEO, is delegated with the
authority and responsibility for managing the Group's business operation
and implementing the development strategies. Mr. Gao will present the
quarterly results to the Board. Variances analysis between the actual
performances and the budget targets are explained in the meeting. This
helps the Board to monitor the Group's business operations and to
amend the targets when required. He will periodically present the
updated market situation, long term strategies and objectives of the
Group at the Board meeting to ensure all Directors are aware of the
targets the Group achieves. In addition, Mr. Gao will also present the
coming year budget summary to the Board for approval at the Board
meeting held in December each year.

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

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

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

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

The internal control system has been designed to safeguard the Group's
assets against loss and misappropriation; to maintain proper accounting
records for producing reliable financial information; to provide reasonable,
but not absolute assurance against material fraud and errors. The Group
has clearly defined the authorities and key responsibilities of each business
and operational unit to ensure adequate checks and balances. Policies are
established to ensure compliance with applicable laws, regulations, and
industry standards. Rules and guidelines are set to control treasury
activities, financial and management reporting, human resources functions
and computer systems’ operations. Systems and procedures are also
established to identify, measure, manage and control different risks arising
from different business and functional activities.
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The Board monitors and reviews the adequacy and effectiveness of its
internal control systems through a programme of internal audit. The
internal audit function is set up by the Company to review the major
operational and financial control of the Group in compliance with the
established processes and standards on a continuing basis and aims to
cover all major operations of the Group on a rotational basis. The internal
audit team reports directly to the Chairman of the Board and the Audit
Committee.

The Board also monitors and assesses the adequacy of resources,
qualifications and experience of staff of the accounting and financial
reporting function, and their training programmes and budget on an
ongoing basis.

Based on the assessments made by the internal audit team in 2011, the
Board and the audit committee of the Company considered that the key
areas of the Group's internal control system are reasonably implemented
with room for improvement. The Group shall endeavor to further improve
the Company's internal control system.

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

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

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

NOMINATION COMMITTEE

As at 31 December 2011, the nomination committee of the Company (the
“Nomination Committee”) had Ms. Li Kei Ling as the committee’s
chairman, and the three Independent Non-executive Directors, Mr. Pan
Xue Tian, Mr. Choi Tat Ying Jacky and Mr. Lo Tung Sing Tony as the
committee’s members. The Nomination Committee’s terms of reference
are summarized as follows:

i) to review the structure, size and composition (including the skills,
knowledge and experiences) of the Board on a regular basis and to
make recommendation to the Board regarding any proposed
changes;
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ii) to identify suitable individual qualified to become Board members;

and

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

During the year 2011, the Nomination Committee had two meetings to
review the renewal of Directors’ service contracts.

REMUNERATION COMMITTEE

As at 31 December 2011, the remuneration committee of the Company
(the “Remuneration Committee”) had Ms. Li Kei Ling as the committee’s
chairman, the three Independent Non-executive Directors, Mr. Pan Xue
Tian, Mr. Choi Tat Ying Jacky and Mr. Lo Tung Sing Tony as the
committee’s members. The Remuneration Committee’s terms of reference

are summarized as follows:

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

i) to have the delegated responsibility to determine the specific
remuneration packages of all Executive Directors and senior
management and make recommendations to the Board of the
remuneration of Non-executive Directors.

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

Details of the amount of Directors’ emoluments are set out in note 7 to
the financial statements and the details of the 2003 Share Option Scheme
are set out in note 30 to the financial statements.

The Remuneration Committee had one meeting in 2011 to review the
salaries and welfare of the Directors.
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AUDIT COMMITTEE

The Company has an audit committee (the “Audit Committee”) which was
established in compliance with Rule 3.21 of the Listing Rules for the
purpose of reviewing and providing supervision over the Group's financial
reporting process and internal controls. The Audit Committee comprises
the three Independent Non-executive Directors of the Company who
among themselves possess a wealth of management experience in the
accounting profession, commercial and pharmaceutical sectors.

As at 31 December 2011, the Audit Committee’s chairman was Mr. Choi
Tat Ying Jacky, Mr. Pan Xue Tian and Mr. Lo Tung Sing Tony were the
committee’'s members. The Audit Committee’s terms of reference are
summarized as follows:

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

ii) to review financial information; and

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

During the year 2011, the Audit Committee had two meetings to discuss
financial reporting matters and any areas of concerns during the audits.
The Audit Committee focuses not only on the impact of the changes in
accounting policies and practices but also on the compliance with
accounting standards, the Listing Rules and the legal requirements in the
review of the Company's interim and annual reports.

The audited financial statements of the Company for the year ended 31
December 2011 have been reviewed by the Audit Committee before
recommending them to the Board for approval.

Ernst and Young has been reappointed as the Company’s external
auditors at the AGM on 6 May 2011 until the conclusion of the next AGM.
During the year 2011, the remuneration paid or payable to the Company's
external auditor in respect of services provided is as follows:

Fees for audit services amounted to RMB1,200,000.

Fees for non-audit services amounted to RMB75,000.
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The Board recognises the importance of good communications with all
shareholders. The Company establishes and maintains different
communication channels with its shareholders through the publication of
annual and interim reports and press release. Such information is also
available on the Company's website.

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

Details of the poll voting procedures and the rights of shareholders to
demand a poll in compliance with the Articles and the Listing Rules
13.39(4) are included in the circular to shareholders dispatched together
with the annual report.

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

The Company will ensure that votes cast including proxy votes are
properly counted and recorded.
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Ms. LI, Kei Ling, aged 63, is an Executive Director and the Chairman of
the Company, and one of the founders of the Group. Ms. Li founded the
Group in December 1995 and was appointed to the Board in October
2002. Ms. Li is also the Chairman of Dawnrays International Co., Ltd.,
Dawnrays International Co., Ltd. (3 I B B¥ 8% 19 & BR 22 &), Suzhou
Dawnrays Pharmaceutical Co., Ltd., Su Zhou Dawnrays Pharmaceutical
Science and Technology Co., Ltd., Dawnrays (Nantong) Pharmaceutical
Science and Technology Co., Ltd. and Dawnrays Pharma (Hong Kong)
Ltd., which are all subsidiaries of the Company. She is the Chairman of the
Remuneration Committee and Nomination Committee. Ms. Li has over
twenty years of experience in corporate management, strategic planning,
business operations and finance, in particular for pharmaceutical
enterprises in the PRC. She is responsible for supervising the strategic
management decisions to ensure good corporate governance practices
and business policies are established, and executing the overall
developmental strategies of the Group.

Mr. HUNG, Yung Lai, aged 67, is an Executive Director of the Company
and one of the founders of the Group. Mr. Hung founded the Group in
December 1995 and was appointed to the Board in October 2002. Mr.
Hung also holds directorship in Dawnrays International Co., Ltd., Dawnrays
International Co., Ltd. (3% ¥ B BX B 15 B BR & 7l), Suzhou Dawnrays
Pharmaceutical Co., Ltd., Su Zhou Dawnrays Pharmaceutical Science and
Technology Co., Ltd., Dawnrays (Nantong) Pharmaceutical Science and
Technology Co., Ltd. and Dawnrays Pharma (Hong Kong) Ltd., which
are all subsidiaries of the Company. Mr. Hung holds a degree from _E/&
F4L2 P (Shanghai Conservatory of Music). He has over twenty years of
experience in corporate management and corporate development, and
has participated in founding and managing of pharmaceutical and high-
tech enterprises. Mr. Hung is an executive director and the chairman of
Sing Lee Software (Group) Ltd., a company listed on the Growth Enterprise
Market of the Stock Exchange.

Mr. LI, Tung Ming, aged 63, is an Executive Director of the Company. Mr.
Li joined the Group in April 2000 and was appointed to the Board in
January 2004. Mr. Li also holds directorship in Suzhou Dawnrays
Pharmaceutical Co., Ltd., Su Zhou Dawnrays Pharmaceutical Science and
Technology Co., Ltd. and Dawnrays Pharma (Hong Kong) Ltd., which are
all subsidiaries of the Company. Mr. Li is also the supervisor of Dawnrays
(Nantong) Pharmaceutical Science and Technology Co., Ltd, a subsidiary
of the Company. Mr. Li has over twenty years of experience in the
pharmaceutical industry in the PRC, and began his career in product
development, promotion, sales and corporate management in the
pharmaceutical market in the PRC in 1980. Mr. Li is responsible for liaison
with the Group's academic network of medical experts and academic
advisers and assists in new product development of the Group.
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Mr. GAO, Yi, aged 58, is an Executive Director and the Chief Executive
Officer of the Company. He joined the Group in July 2003 and was the
Executive Vice President of the Group. Mr. Gao was appointed to the
Board in January 2007. He also holds directorship in Suzhou Dawnrays
Pharmaceutical Co., Ltd., Su Zhou Dawnrays Pharmaceutical Science and
Technology Co., Ltd., Dawnrays (Nantong) Pharmaceutical Science and
Technology Co., Ltd. and Dawnrays Pharma (Hong Kong) Ltd., which are
all subsidiaries of the Company. Mr. Gao is responsible for the daily
business operations and management of the Group. From 1994 to 2003,
Mr. Gao was the deputy general manager and general manager of Hebei
Union Pharmaceutical Co., Ltd. and Zhuhai Economic Zone Li Kang
Pharmaceuticals Co., Ltd. respectively each for five years.

Mr. LEUNG, Hong Man, aged 37, is a Non-executive Director of the
Company. He joined the Group and was appointed to the Board in
November 2005. Mr. Leung has started his business career in knitting
machinery since 1993. He has over 10 years experience in sales and
management and also over 10 years experience in finance and property
investments. In recent years, Mr. Leung has strived to exploit business in
hi-tech agriculture and arts and cultural industries. Mr. Leung currently is
the shareholder and the director of Toyo International Investment Ltd., of
which has been one of the substantial shareholders (as required to be
disclosed under Part XV of the Securities and Futures Ordinance) of the
Company since September 2005.

Mr. PAN, Xue Tian, aged 75, is an Independent Non-executive Director
of the Company. Mr. Pan joined the Group in June 2003. He is a member
of the Audit Committee, the Remuneration Committee and the
Nomination Committee of the Company. Mr. Pan has extensive
experience in drug administration and supervision, medical hygiene and
hospital management, and has assumed various senior management
positions in the Ministry of Health of the PRC. He graduated from the
medicine faculty of 1 B X i % 2 f7 (Dalian Medical University of the
PRC).

Mr. CHOI, Tat Ying Jacky, aged 43, is an Independent Non-executive
Director of the Company. Mr. Choi joined the Group in September 2004.
He is the Chairman of the Audit Committee, a member of the
Remuneration Committee and the Nomination Committee of the
Company respectively. Mr. Choi has extensive experience in financial and
treasury management, corporate finance, investment and audit. He
earned his Bachelor degree of Business Administration from Hong Kong
Baptist University with a first class honours in 1990. Mr. Choi is a practising
member of the Hong Kong Institute of Certified Public Accountants and
currently serving as the chief financial officer of Hong Kong Mercantile
Exchange Ltd. and is an independent non-executive director of Norstar
Founders Group Ltd., a company listed on the Main Board of the Stock
Exchange.
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Mr. LO Tung Sing Tony, aged 43, is an Independent Non-executive
Director of the Company. Mr. Lo joined the Group in October 2010. He is
a member of the Audit Committee, the Remuneration Committee and the
Nomination Committee of the Company respectively. Mr. Lo has extensive
experience in financial management and business development in Hong
Kong and multinational companies. He obtained his Bachelor degree in
Business Administration from The Chinese University of Hong Kong and
Master of Science in Financial Management from The University of
London. Mr. Lo is an associate member of The Hong Kong Institute of
Certified Public Accountants and a full member of CPA Australia. He
currently holds the position of Financial Controller (Customer & Marketing,
Betting and IT) at The Hong Kong Jockey Club.

Dr. XU, Kehan, aged 39, is a Strategic Adviser of the Company. He joined
the Group in November 2003 and was an Executive Director and the
Finance Director of the Company between March 2004 and March 2007.
Dr. Xu advises the Company's investor relations’ policies and other related
tasks. Dr. Xu holds a Doctor of Philosophy in Management from the Mays
Business School at the Texas A&M University, USA and a Master of
Business Administration from the University of Miami, USA (Specialization
in Investments). Dr. Xu also received a Doctor of Business Administration
from the Hong Kong Polytechnic University.

Mr. ZHONG, Nan Shan, was invited to join the Group as a Senior
Academic Adviser in April 2004. He graduated from 1t 7 K £ 8 2 §
(Beijing Medical University), and pursued his studies in the Respiratory
Medicine Unit of the Royal Infirmary, University of Edinburgh and the
Department of Respiratory Medicine of the St. Bartholomew’s Hospital,
University of London. He is currently the academician of the Department
of Medicine of The Chinese Academy of Engineering, the Professor of
Medicine in Guangzhou Medical College, the president of Guangzhou
Association of Science and Technology, the director of Guangzhou
Institute of Respiratory Disease and the director-general of State Key
Laboratory of Respiratory Disease. Mr. Zhong has been a medical adviser
of the World Health Organisation Advisory Panel since 2000. He has
written 4 books and published over 120 papers in the last decade. After
the battle of Severe Acute Respiratory Syndrome (“SARS”), he was invited
to be the lecturer in the annual meeting of American Thoracic Society —
“Management of SARS in China” in Seattle, the United States.
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Mr. MEI, Hua, was invited to join the Group as a Senior Academic Adviser
in April 2004. He graduated from B& M % B9 & £ it (Guangzhou South
China Medical College) and was qualified as the specialist in urology from
bR B2 BE —2Ft (The First Affiliated Hospital of Beijing Medical
University) and Massachusetts General Hospital, USA. He has been the
adviser and professor of /LI K 22T & 5 — E& e Wi PR ME} (Department of
Urology of The First Affiliated Hospital of Sun Yat-sen University) since
1980 and a director of FINF LMK IMEFEEET (Department of Urology of
Shenzhen Sun Yat-sen Hospital) since 1986. Since 1991, he has been the
adviser for doctoral candidates in the First Affiliated Hospital of Sun Yat-
sen University, the committee vice president of FZEEE SN RINIEE
(The Urological Society of Chinese Medical Association) and the
committee member of Urological Association of Asia and American
Urological Association. Mr. Mei has also written 3 books about urology
and surgery.

Ms. LIU, Li Sheng, was invited to join the Group as a Senior Academic
Adviser in May 2005. She obtained a Bachelor degree of Science in
Biology from Yenching University, Beijing in 1950, and a Doctor of
Medicine from Peking Union Medical College, Beijing in 1954. From 1980
to 1981, she pursued her postdoctoral research in the Cardiovascular
Research and Training Centre, University of Alabama at Birmingham, USA.
She is currently the Professor of Medicine in Fu Wai Hospital, Chinese
Academy of Medical Sciences in Beijing, the director of Clinical Trials and
Research Centre, Chinese Hypertension League in Beijing, the vice
director of the National Center for Cardiovascular Disease Control &
Research in China and the president of Asian Pacific Society of
Hypertension. She has been the president and the honorary president of
the Chinese Society of Cardiology since 1988 and the president of the
Chinese Hypertension League since 1989. Ms. Liu has also been the vice
president of the World Hypertension League and the co-chairperson of
the Scientific Steering Committee of Global Health Forum Cardiovascular
Disease in Developing Countries, World Health Organization since 1999.
In 2006, Ms. Liu has been elected to be the president of the World
Hypertension League. She is also the chief editor of the Chinese Journal
of Hypertension and the members of a number of editorial boards of
journals in cardiology and hypertension.

Mr. QIAO, Xiao Guang, aged 49, is the Executive Vice President of the
Company, responsible for assisting the Chief Executive Officer to manage
production system & technology, research and development,
infrastructure construction and equipment renovation of the Group. Mr.
Qiao graduated from Siping Normal College (now known as Jilin Normal
University) and Jilin University. He holds a Master degree in organic
synthetic chemistry from Jilin University where he had taught for ten years.
Mr. Qiao has over twelve years experience in production technology and
management, production facilities maintenance and operations for
pharmaceutical enterprises. Mr. Qiao joined the Group in June 2011.
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Mr. ZHU, Qin Sheng, aged 59, is the Vice President of the Company,
responsible for assisting the Chief Executive Officer in the aspects of
Nantong project, administrative management, human resources, logistic
management, safety and environmental protection. Mr. Zhu has over
twenty-five years experience in production management, financial
management and operations for pharmaceutical enterprises. He was the
deputy factory director of & /N % =R ZER (Suzhou Third Pharmaceutical
Factory) before joining the Group in April 1998.

Mr. LAM, Kam Wah, aged 58, is the Vice President of the Company. Mr.
Lam also holds directorship in Suzhou Dawnrays Pharmaceutical Co., Ltd.,
Su Zhou Dawnrays Pharmaceutical Science and Technology Co., Ltd., and
Dawnrays Pharma (Hong Kong) Ltd., which are all subsidiaries of the
Company. He graduated from The Chinese University of Hong Kong with
a Bachelor degree in Social Sciences. Mr. Lam joined the Group in
December 1995 and he has over fifteen years of experience in
pharmaceutical trading and corporate management. Mr. Lam is involved
in managing the Group's international trade and daily administration of
the Company.

Mr. Bo Hui, aged 50, is the Vice President of the Company and the Head
of Sales and Marketing of the Group. Mr. Bo graduated from the School
of Pharmacy of Shengyang Pharmaceutical University with a Bachelor
degree in Pharmacy and completed the study of the Postgraduate
program in Enterprise Management from the School of Business Sun Yat-
Sen University. Mr. Bo specializes in pharmacology and has accumulated
over twenty years experience in pharmaceutical sales, marketing and
business development. Mr. Bo was the general manager of Livzon
Pharmaceutical Sales Company and the deputy head of sales and
marketing of Livzon Pharmaceutical Group Inc. Mr. Bo joined the Group in
August 2004.

Mr. SU, Guo Qiang, aged 42, is the Vice President of the Company and
the General Manager of Suzhou Dawnrays Pharmaceutical Co., Ltd.,
responsible for assisting the Chief Executive Officer to manage quality
assurance and GMP compliance and also the overall operations of Suzhou
Dawnrays Pharmaceutical Co., Ltd. Mr. Su graduated from E.Z{t TZ2fx
(Wuhan Institute of Chemical Technology) in chemical pharmaceutical
profession and is a qualified pharmaceutical engineer. He was the head of
the research centre and the chief engineer of &k JIl 85 — &) BZ i (Suzhou
Second Pharmaceutical Factory). He joined the Group in November 2001.

& RiLEA (R ERA R

KREERE 9% AAFEAR BEBDAEHE
MBIEE  THER  ANBER YMRERE -  R2NR
RETHE -  RELERECEMNEEEE  MBEER
SETHEABB - THEFER - R ANANFEAMN
BAREER - REERBME=-REFNEIKE -

MEBELLE - 5858 ARFBIEE - MELTRARA
ZHBERRBREHMNRIGHEFR AR - #HM R EEE
MBEARRRMRIHHE(EL)BRAREEESTRS -
MELERERBEATXKRE  HELGHBE LB -
MEER-ANBEFT_ANBARAEE  tEBHEES
REFERTHERBTLFKR 2EREEAEEN
BERRARREHBITHRIE -

EERE 505 ARAREIRENAEEEHAE -8
RERBEGEN KBRS EB5R) B2 XGRS -
WERFIUAREERS R CERERERMELRIEE
B - EAELABEENESNE  YEBEHE m
GHRBEMEBERTE  RFB_THFER - EELR
BEEBKBELEARARAKIE BREEEERND
BRAREHEIRESEERMN - BEER _TTHF
NAMBEAREHE -

BEMEE 425 0 RNARIREIBER RGN RIGHEFR
NAEMREE - BEHBAREREBEEERGMP I H
T YEEHMNRIGHEAGRDANEBEEETE-
HRELRENNRCTERCBHETE  RRUETRE
Bh - BESHME _RERATHAAE  BTIREEH
BHAEER T —F+—ANALREH -



Ms. WU Ji Hong, aged 41, is the Financial Controller of the Group and
the General Manager of Guangdong Dawnrays Pharmaceutical Co. Ltd.
Ms. Wu is responsible for legal affairs in China and the Group's financial
management including financial planning, capital budgeting, execution of
costing, overall budget management and monitoring. Ms. Wu obtained a
Bachelor degree of Science from The Economics and Commercial
Institution of Center-South University with major in Economics and
attained senior accountant qualification in the PRC. She achieved her MBA
degree (EMBA focus) from Fudan University in June 2010. Ms. Wu has over
fifteen years experience in auditing, budgeting, financial management,
corporate banking, taxation, PRC’s taxation regulations and company law.
Ms. Wu joined the Group in July 2003.

Mr. CHEN, Jian Dong, aged 47, is the Head of Research and
Development of the Group. Mr. Chen is a qualified pharmaceutical
engineer and licensed pharmacist and has a Bachelor degree in Chemical
Pharmacology from F1BIZER} A £2 (The Pharmaceuticals University of the
PRC) where he spent three years as an assistant teacher. He was the head
of the research centre and antibiotics workshop manager at ##/1 25 PU &Y 2%
8 (Suzhou Fourth Pharmaceutical Factory) and the head of the registration
section of the research and development department of &R/ F{t & T
% B BR 2 7 (Suzhou Chung-Hwa Chemical & Pharmaceutical Industrial
Co., Ltd.) before joining the Group in April 2002.

Mr. LI, Jian Xiang, aged 56, is the General Manager of Su Zhou Dawnrays
Pharmaceutical Science and Technology Co., Ltd., responsible for the
overall operations of Su Zhou Dawnrays Pharmaceutical Science and
Technology Co., Ltd. Mr. Li has over twenty-five years experience in
production management, engine facilities maintenance and operations for
pharmaceutical enterprises. He was the factory director of Zk/I| 55 — &1 %2
& (Suzhou Second Pharmaceutical Factory) before joining the Group in
April 1998.

Mr. SHAO, Jian Liang, aged 48, is the General Manager of Dawnrays
(Nantong) Pharmaceutical Science and Technology Co., Ltd., responsible
for the manufacturing facilities construction and overall operations of
Dawnrays (Nantong) Pharmaceutical Science and Technology Co., Ltd..
Mr. Shao graduated from T %k & # & 13 KX 2 (Jiangsu Radio and TV
University) in fine organic chemical engineering. He joined the Group in
June 1997.

Ms. PANG Kit Ling, aged 46, is the Company Secretary of the Company
and the supervisor of Su Zhou Dawnrays Pharmaceutical Science and
Technology Co., Ltd. She is a member of Hong Kong Institute of Certified
Public Accountants, an associate of both The Hong Kong Institute of
Company Secretaries and The Institute of Chartered Secretaries and
Administrators. Ms. Pang holds a Master of Arts in Professional Accounting
and Information Systems degree from the City University of Hong Kong
and has over 10 years experience in the fields of accounting and
administration. She joined the Company in July 2003.
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The board of Directors (the “Board”) herein present their report and the
audited financial statements of Dawnrays Pharmaceutical (Holdings)
Limited (the “Company"”) and its subsidiaries (collectively referred to as
the "Group”) for the year ended 31 December 2011.

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

The Group's profit for the year ended 31 December 2011 and the state of
affairs of the Company and the Group at that date are set out in the
audited financial statements on pages 43 to 121.

An interim dividend of HK$0.02 per ordinary share was paid on 21
September 2011. The Board recommends the payment of a final dividend
of HK$0.068 per ordinary share in respect of the year, to shareholders on
the register of members on 25 May 2012. This recommendation has been
incorporated in the financial statements as an allocation of retained profits
within the equity section of the statement of financial position.

A summary of the published results and of the assets, liabilities and non-
controlling interest of the Group for the last five financial years, as
extracted from the published audited financial statements, is set out on
page 122. This summary does not form part of the audited financial
statements.

During the year, the Group made charitable donation amounting to
RMB662,000.

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

Details of interest-bearing bank loans of the Group as at 31 December
2011 are set out in note 26 to the financial statements.

Details of movements in share capital of the Company during the year are
set out in note 29 to the financial statements.
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There are no provisions for pre-emptive rights under the Company’s
articles of association or the laws of the Cayman Islands which would
oblige the Company to offer new shares on a pro-rata basis to existing
shareholders.

During the year ended 31 December 2011, neither the Company nor any
of its subsidiaries had purchased, redeemed or sold any of the Company's
listed securities.

Details of movements in the reserves of the Company and the Group
during the year are set out in consolidated statement of changes in equity
and note 31 to the financial statements.

At 31 December 2011 the Company's reserves available for distribution
amounted to RMB271,788,000, of which RMB44,127,000 has been
proposed as a final dividend for the year. Under the Companies Law,
Cap. 22 (Law 3 of 1961, as consolidated and revised) of the Cayman
Islands, the share premium account of the Company of approximately
RMB69,183,000 as at 31 December 2011 is distributable to the
shareholders of the Company provided that immediately following the
date on which the dividend is proposed to be distributed, the Company
will be in a position to pay off its debts as they fall due in the ordinary
course of business. The share premium account may also be distributed in
the form of fully paid bonus shares.

In the year under review, sales to the Group's five largest customers
accounted for 21.87% of the total sales for the year and sales to the largest
customer included therein amounted to 6.10%. Purchases from the
Group's five largest suppliers accounted for 33.50% of the total purchases
for the year and purchases from the largest supplier included therein
amounted to 9.37%.

None of the Directors of the Company or any of their associates or any
shareholders (which, to the best knowledge of the Directors, own more
than 5% of the Company's issued share capital) had any beneficial interest
in the Group's five largest customers or suppliers.
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The Directors of the Company during the year and up to the date of this
report are:

EXECUTIVE DIRECTORS
Ms. Li Kei Ling

Mr. Hung Yung Lai

Mr. Li Tung Ming

Mr. Gao Yi

NON-EXECUTIVE DIRECTOR
Mr. Leung Hong Man

INDEPENDENT NON-EXECUTIVE DIRECTORS
Mr. Pan Xue Tian

Mr. Choi Tat Ying Jacky

Mr. Lo Tung Sing Tony

In accordance with the article 87 of the Company's articles of association
(the "Articles”), Mr. Li Tung Ming, Mr. Choi Tat Ying Jacky and Mr. Gao Vi
will retire by rotation and being eligible, offer themselves for re-election at
the forthcoming annual general meeting ("AGM").

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

Biographical details of the Directors of the Company and the senior
management of the Group are set out on pages 24 to 29 of the annual
report.

Ms. Li Kei Ling entered into a service contract with the Company for a
term of two years which commenced on 1 July 2003. Ms. Li's service
contract was renewed for a term of three years which commenced on 1
July 2005 and will continue thereafter for successive terms of three years.
Her appointment is subject to termination by either party giving not less
than three months’ written notice. Ms. Li is currently entitled to director’s
fee and other remuneration from the Group totally HKD1,192,800 per
year.

Mr. Hung Yung Lai entered into a service contract with the Company for a
term of two years which commenced on 1 July 2003. Mr. Hung's service
contract was renewed for a term of three years which commenced on 1
July 2005 and will continue thereafter for successive terms of three years.
His appointment is subject to termination by either party giving not less
than three months’ written notice. Mr. Hung is currently entitled to
director’s fee and other remuneration from the Group totally HKD736,800
per year.
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Mr. Li Tung Ming entered into a service contract with the Company for a
term of two years which commenced on 14 January 2004. Mr. Li's service
contract was renewed on 1 January 2007 for a term of three years and will
continue thereafter for successive terms of three years. His appointment is
subject to termination by either party giving not less than three months’
written notice. Mr. Li is currently entitled to director’s fee and other
remuneration from the Group totally HKD736,800 per year.

Mr. Gao Yi entered into a service contract with the Company for a term of
two years which commenced on 1 January 2007 and will continue
thereafter for successive terms of two years. His appointment is subject to
termination by either party giving not less than two months’ written notice.
Mr. Gao is currently entitled to director’s fee and other remuneration from
the Group totally HKD1,156,800 per year and a discretionary bonus
payable at the absolute discretion of the Board.

Mr. Leung Hong Man entered into a service contract with the Company
for a term of two years which commenced on 1 November 2005 and will
continue thereafter for successive terms of two years. His appointment is
subject to termination by either party giving not less than one month'’s
written notice. Mr. Leung is currently entitled to a basic annual
remuneration of HK$120,000. Save for the above director’s fee, Mr. Leung
is not entitled to any other remuneration.

Mr. Pan Xue Tian entered into a service contract with the Company for a
term of two years which commenced on 1 July 2003 and will continue
thereafter for successive terms of two years. Mr. Choi Tat Ying Jacky
entered into a service contract with the Company for a term of two years
which commenced on 30 September 2004 and will continue thereafter
for successive terms of two years. Mr. Lo Tung Sing Tony entered into a
service contract with the Company for a term of two years which
commenced on 1 October 2010. Mr. Pan, Mr. Choi and Mr. Lo's
appointments are subject to termination by either party giving not less
than one month’s written notice. Each of Mr. Pan, Mr. Choi and Mr. Lo is
currently entitled to an annual remuneration of HK$150,000. Save for the
above directors’ fees, the three Independent Non-executive Directors are
not entitled to any other remuneration.

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

No Director had a material interest, either directly or indirectly, in any
contract of significance to the business of the Group. There is no contract
of significance between the Group, its controlling shareholder or any of its
subsidiaries during the year.

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or were in existence during the year.
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The Company adopted a share option scheme (the “Scheme”) on 21 June
2003. As the refreshment of Scheme limit on grant of options was
approved by Shareholders at the 2011 AGM, the maximum number of
shares currently permitted to be issued upon the exercise of options
under the Scheme is 96,914,400 shares which representing approximately
12.14% of the issued share capital of the Company at the date of this
annual report. The detailed disclosures relating to the Scheme and
valuation of options are set out in Note 30 to the financial statements.

Movements of Company’s share options under the Scheme during the
year were as follows:
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Closing price of the
Number of share options Company's shares (c)
FlEHE FRRRBRTER
Date of grant
of share Exercise At
At options (a) Exercise period price  immediate
At Lapsed 31 December (dd/mm/yy) of share options of share  date before
Name or 1 January 2011 Granted Exercised during the 2011 RHERE (dd/mm/yy)  options(b) the grant
category of 2848 WZE-—%  duringthe year during the year year(d) R=F--F B(a) BRETENE BRE RibBhE
participant iy -fA-A ERERE  FAGHE  FRSAMG t-A=t-A (B/A/%) (B/B/%)  fiiE(b) A-%
HKS HKS
s it
Director B2
Mr. GaoYi BREE 1,200,000 - (500,000 - 600,000 O4/04/07 04/04/08 - 03/04/13 01 0.70
- 800,000 0 - 800,000 250311 2500312~ 24/03/17 RAK! 3
1200000 800,000 (600,000 - 1,400,000
Other employees ~ EftfE8
In aggregate o) 2,480,000 - (840,000 - 1,640,000 (4/04/07 O4/04/08 - 03/04/13 071 070
680,000 - (100,000 - 580,000 10/07/07 10/07/08 - 09/07/13 080 080
480,000 — — - 480,000 01/02/08 01/02/09-31/01/14 074 0.74
800,000 — — — 800,000 0912108 09/12/09-08/12/14 070 0.71
- 10,100,000 - - 10,100,000 2503 2500312 24103/17 313 3
- 2,000,000 - - 2,000,000 2/06/M 2106112- 2110621 25 250
4,440,000 12,100,000 (940,000) - 15,600,000
5,640,000 12,900,000 (1,540,000) - 17,000,000
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(@)  The vesting period of the share options is from the date of the grant
until the commencement of the exercise period.

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

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

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

The price of the Company’s shares disclosed immediately before the
exercise date of the share options is the weighted average of the Stock
Exchange closing prices immediately before the dates on which the
options were exercised over all of the exercise of options within the
disclosure line. The weighted average closing price of Company's shares
immediately before the dates on which the options were exercised by the
Director and other employees were HK$3.00 and HK$2.76 respectively.

As at 31 December 2011, the interests and short positions of the Directors
and Chief Executive in the shares or underlying shares or debentures of
the Company or its associated corporations (within the meaning of Part XV
of the Securities and Futures Ordinance (the “SFQ")), as recorded in the
register required to be kept by the Company pursuant to Section 352 of
the SFO, or as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by Directors of
Listed Issuers, were as follows:
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Long positions in ordinary shares of the Company:

Name

=L

Directors

BE=x

Ms. Li Kei Ling
FHWLL

Mr. Hung Yung Lai
RERME B

Mr Li Tung Ming
FR\RLE

Mr. Gao Yi
BRELE

Mr. Leung Hong Man
RERSTAE

Long positions in shares and underlying shares of associated corporation:

Name of Director

EEE8
Ms. Li Kei Ling

FHIGL

Mr. Hung Yung Lai
RRRMIE A

se RiLEA (R ERA R
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Number of shares held, capacity and nature of interest

FENROEE - SORERME

Name of
associated
corporation

HELEER
Fortune United

Group Limited

Fortune United
Group Limited

Relationship with

the Company

A Q A HIRAR

the Company's

holding company
ZA/NSIE o2l NG

the Company’s

holding company
AR AIEERL A R

Through

Directly = Share Option controlled

beneficially granted corporation
Notes owned EERHN BB Total
M eE HEERER R NCIEEC] By
(a) 48,000,000 — 294,072,000 342,072,000
(@) — — 294,072,000 294,072,000
(b) 10,612,000 — 56,000,000 66,612,000
(o) 3,600,000 1,400,000 — 5,000,000
(d) — — 65,000,000 65,000,000

PARREB ) KRR R TR

Number of

Ordinary
shares Capacity and
BEEER nature of interest
HE R B RERME

2 Through a controlled
corporation

BB —FEH AR

2 Through a controlled
corporation

BB —FEESI AR

Percentage of
the Company'’s
issued share
capital
EARAT
ERTRAE
WAL

42.83
36.82
8.34
0.63

8.14

Percentage of
the associated
corporation’s
issued share
capital

16 MR B
EBITRAN
BO

50

50



Notes:

(a) 294,072,000 shares of the Company are held by Fortune United Group
Limited, a company incorporated in the British Virgin Islands. Keysmart
Enterprises Limited, which is wholly-owned by Ms. Li Kei Ling, and Hunwick
International Limited, which is wholly-owned by Mr. Hung Yung Lai, are each
beneficially interested in 50% of the share capital of Fortune United Group
Limited.

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

(0 1,400,000 shares options were granted to Mr. Gao Yi under the Company's
option scheme adopted on 21 June 2003 and Mr. Gao is deemed to be
interested in the shares which will be issued to him upon his exercise of
option, representing approximately 0.18 % of the Company’s issued share
capital.

(d) 60,000,000 and 5,000,000 shares of the Company are held by Toyo
International Investment Limited and Union Link Industrial Ltd. respectively,
both companies are 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 and Union Link Industrial
Ltd.

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

Save as disclosed under the heading “Share option scheme”, “Directors’
and Chief Executive's interests and short positions in shares and
underlying shares” above and in the share option scheme disclosures in
note 30 to the financial statements, at no time during the year were rights
to acquire benefits by means of the acquisition of shares in or debentures
of the Company granted to any Director or their respective spouse or
minor children, or were any such rights exercised by them; or was the
Company, its holding company, or any of its subsidiaries a party to any
arrangement to enable the Directors to acquire such rights in any other
body corporate.
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As at 31 December 2011, the following interests or short positions inthe R-_ZT——F+_-_A=+—8  REZHLLBEKEHEFE
shares and underlying shares of the Company were recorded in the  336FER AR RIFEMER LM R RARQR]
register of interests required to be kept by the Company pursuant to  BX{p R ARBIRD EOMEZS SOA B AT

Section 336 of the SFO:

Long positions: e

Number of shares held, capacity and nature of interest

RANROEE  SHORERNE

Percentage of
the Company'’s

Through issued share
Directly controlled capital
Beneficially Family corporation HARAF
Name Notes owned interest BB Total ERITRAMN
=L s EERERESR KERERE NAEFHE By Bt
Fortune United Group
Limited (a) 294,072,000 — — 294,072,000 36.82
Keysmart Enterprises
Limited (@) — — 294,072,000 294,072,000 36.82
Hunwick International
Limited (a) — — 294,072,000 294,072,000 36.82
Mdm. lu Pun (b) — 294,072,000 — 294,072,000 36.82
w2+
Time Lead Investments
Limited (o) 56,000,000 — — 56,000,000 7.01

Toyo International
Investment Limited (d) 60,000,000 — — 60,000,000 7.51
REBEBRERR AR

Mdm. Lo Mei Sai (e) — 65,000,000 — 65,000,000 8.14
BEWUL

Mr. Leung Yiu Sing (d)&(9) — — 69,640,000 69,640,000 8.72

Mdm. Chu Shuet Fong (N&(9) — 65,200,000 4,440,000 69,640,000 8.72
e ES
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Notes:

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

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

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

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

() 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.

) 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.

(9) 5,000,000 shares of the Company are held by Union Link Industrial Limited, a
company incorporated in Hong Kong. Mr. Leung Yiu Sing and Mr. Leung
Hong Man are each beneficially interested in 50% of the issued share capital
of Union Link Industrial Limited. 4,200,000 shares and 240,000 shares of the
Company are held by Dragon Asia Industrial (Holdings) Ltd. and Rich Dragon
Century Development Limited respectively. Both companies are
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) Ltd. and Rich Dragon Century
Development Limited. 200,000 shares of the Company are held by Hong
Kong Wealth Creation Limited, a company incorporated in Hong Kong. Mr.
Leung Yiu Sing is beneficially interested in 1/3 of the issued share capital of
Hong Kong Wealth Creation Limited.

Save as disclosed above, as at 31 December 2011, no person, other than
the Directors and Chief Executive Officer of the Company, whose interests
are set out in the section “Directors’ and Chief Executive's interests and
short positions in shares and underlying shares” above, had registered an
interest or short position in the shares or underlying shares of the
Company that was required to be recorded pursuant to Section 336 of the
SFO.
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Based on information that is publicly available to the Company and within
the knowledge of the Directors, at least 25% of the Company's total issued
share capital was held by the public as at the date of this report.

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

ON BEHALF OF THE BOARD

Li Kei Ling
Chairman

Hong Kong, 23 March 2012

g RiLEA (R ERA R

REARFAESHNEARENRIBESEAM  RARE
TEZA 2RALRERRBDHITRAEBED
25% °

KRR EBAFRE  MEMNZTERER/RNRAZ
HEERER - BREERRBFARG LIRE -

REXEFS



Ell ERNST & YOUNG

= Ik

TO THE SHAREHOLDERS OF
DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Dawnrays
Pharmaceutical (Holdings) Limited (the “Company”) and its subsidiaries
(together, the "Group”) set out on pages 43 to 121, which comprise the
consolidated and company statements of financial position as at 31
December 2011, and the consolidated income statement, the
consolidated statement of comprehensive income, the consolidated
statement of changes in equity and the consolidated statement of cash
flows for the year then ended, and a summary of significant accounting
policies and other explanatory information.

The directors of the Company are responsible for the preparation of
consolidated financial statements that give a true and fair view in
accordance with International Financial Reporting Standards and the
disclosure requirements of the Hong Kong Companies Ordinance, and for
such internal control as the directors determine is necessary to enable the
preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

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

We conducted our audit in accordance with Hong Kong Standards on
Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free
from material misstatement.
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An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the consolidated financial statements. The
procedures selected depend on the auditors’ judgement, including the
assessment of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making those risk
assessments, the auditors consider internal control relevant to the entity’s
preparation of consolidated financial statements that give a true and fair
view in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as well as
evaluating the overall presentation of the consolidated financial
statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

In our opinion, the consolidated financial statements give a true and fair
view of the state of affairs of the Company and of the Group as at 31
December 2011, and of the Group's profit and cash flows for the year then
ended in accordance with International Financial Reporting Standards and
have been properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance.

Ernst & Young

Certified Public Accountants

22/F, CITIC Tower, 1 Tim Mei Avenue,
Central, Hong Kong

23 March 2012
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Year ended 31 December 2011 HE-—FT——F+—-A=1+—HAIFE

2011 2010
—E——F —E—FF
Notes RMB'000 RMB’000
MI5E AR®T T ARBT T
REVENUE WA 4 1,081,044 1,286,683
Cost of sales $HEE BN (718,292) (210,526)
Gross profit EF 362,752 376,157
Other income and gains H At YA e o 4 16,601 9.145
Selling and distribution costs HERDEER (100,861) (95,673)
Administrative expenses 1THER (55,777) (48,884)
Other expenses EmER (41,369) (31,317)
Finance costs Wi5ER 5 (2,159) (549)
PROFIT BEFORE TAX BRER A=A 6 179,187 208,879
Income tax expense ISRES 10 (32,880) (42,041)
PROFIT FOR THE YEAR REREHEF] 146,307 166,838
Attributable to: LA IR -
Owners of the parent BAREEA A 1" 146,307 166,840
Non-controlling interest FEPERRAERS — @)
146,307 166,838
EARNINGS PER SHARE ATTRIBUTABLE BRAREERER
TO ORDINARY EQUITY HOLDERS BEAEML
OF THE PARENT BREF 13
— basic, for profit for the year — HR - PUAREERFEE RMBO0.1834 RMBO0.2104
— diluted, for profit for the year — 88 UARFERFEE RMBO0.1826 RMBO0.2093
Details of the dividends payable and proposed for the year are disclosed R [E M R BRI BB F MK MET 12
in note 12 to the financial statements.
43
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Year ended 31 December 2011 HEZ=Z——F+-A=+—HIFE

PROFIT FOR THE YEAR

Exchange differences

OTHER COMPREHENSIVE LOSS
FOR THE YEAR, NET OF TAX

TOTAL COMPREHENSIVE INCOME
FOR THE YEAR, NET OF TAX

Attributable to:
Owners of the parent
Non-controlling interest

g RiLEH (R ERA R
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AEERBAEMEE
EReE

FEERBEDHE RS
i

PATN S TR
ISYNCIE PN
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2011 2010
—E——F —E—FF
RMB’000 RMB'000
AR¥ETT AREF T
146,307 166,838
(1,055) (786)
(1,055) (786)
145,252 166,052
145,252 166,054
— )
145,252 166,052




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

Construction in progress
Intangible assets

Interests in subsidiaries
Deferred tax assets

Total non-current assets

CURRENT ASSETS

Inventories

Trade and notes receivables

Prepayments, deposits and other
receivables

Equity investments at fair value
through profit or loss

Pledged bank deposits

Restricted bank deposits

Cash and cash equivalents

Total current assets

CURRENT LIABILITIES

Trade and notes payables

Other payables and accruals

Bank advances for discounted bills
Interest-bearing bank loans
Income tax payable

Total current liabilities
NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT
LIABILITIES

FRBEE

W% - BB Kkt
b {sE
IR
BIVEE

S PN L £
ERETIRAE

FRBEERR

RBEE

FE

R E 5 K EEFIR

BN e R EA
JEWRIR

FRBEARAEDR
Z R E
EHERRITIEN
REIRITER
RelAeEEY

MBEEMRRE

REAE

BN E 5 REEFIR
Hip e R FaiRE M
RITRRAFIR RN
FHRIRITER

R FS T

mB A ERRE
FRBEE
BEABRRBAE

Notes

B RE

14
15
16
17
18
28

19
20

21
22
23

23
23

24
25

26

31 December 2011 R=F——&F+=A=+—H

Group Company
REE ARF
2011 2010 2011 2010
—g——% -T-TF -¥——F —T-IF
RMB'000 RMB'000 RMB’'000 RMB’000
ARBTR ARETT ARBTR ARKETT
278,323 269,416 — —
45,380 46,421 — _
228,074 117,030 — —
17,604 14,914 — —
— — 278,006 283,150
1,738 1,264 — —
571,119 449,045 278,006 283,150
176,010 181,868 — =
442,989 499,495 — —
12,892 15,830 163 187
4,707 6,244 4,707 6,244
88,294 — — —
— 49,700 — —
97,805 210,975 1,825 4,533
822,697 964,112 6,695 10,964
269,212 427,044 — —
71,054 76,499 320 1,004
— 100 — —
110,458 51,056 — —
6,482 9,827 — —
457,206 564,526 320 1,004
365,491 399,586 6,375 9,960
936,610 848,631 284,381 293,110
45
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31 December 2011 R=F——&F+=A=+—H

NON-CURRENT LIABILITIES
Government grants
Deferred tax liability

Total non-current liabilities
Net assets

EQUITY

Equity attributable to owners
of the parent

Issued capital

Reserves

Proposed final dividend

Non-controlling interest

Total equity

LI KEI LING
TH®
Director

EF
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Notes
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27
28

29
31
12

GAOYI
BH
Director

EF

Group Company
REE ARF

2011 2010 2011 2010
—g——% -T-TF -¥——F —T-IF
RMB'000 RMB'000 RMB’'000 RMB’000
ARBTR ARETT AR®BTR ARKETT
1,500 — — —
16,232 13,677 —_ —
17,732 13,677 — —
918,878 834,954 284,381 293,110
84,707 84,578 84,707 84,578
790,044 697,904 155,547 156,060
44,127 52,472 44,127 52,472
918,878 834,954 284,381 293,110
918,878 834,954 284,381 293,110




At 1 January 2010

Profit for the year

Other comprehensive loss
for the year:

Exchange differences

Total comprehensive income
for the year

Liquidation of a subsidliary

Exercise of share options

Final 2009 dividend declared

Dividend on shares issued for
employee share options
exercised after
31 December 2009

Equity-settled share option
arrangements

Interim 2010 dividend

Proposed final 2010 dividend

Transfer from retained profits

At 31 December 2010

Year ended 31 December 2011 HE-—FT——F+—-A=1+—HAIFE

Attributable to owners of the parent

BATRE RS

Capital Statutory  Exchange Proposed Non-
Share  redemption Share surplus fluctuation final controlling
lssued  premium reserve option  Contributed reserve reseve  Retained  dividend interest Total
capital  account AR reserve suplus  EERE EX profits ik Total FiER equity
BEARA  ROEE BOREE BREERE A/\B% MEE  RBEE 2af  KERS &t Bn  EnfE
Notes  RMB'000 RMB000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
Wi ARBTR ARETT ARETT ARETT ARETT ARETT ARETT AR¥Tr ARMTR ARMTR ARETE ARETT
(note 29) (note 31) (note 31) (note 31) (note 31) (note 31) (note 12)
(st 29) (Frsr3n)  (Bsk3n)  (MsE3)  (MAaE3n)  (MaE3n) (FitzE12)
W=%-%5-f-H 83,649 61,865 2715 2152 100,175 87122 (7,604) 346,446 34,769 711,289 555 711,844
REEEA - - - - - - — 14840 — 1880 0 16483
AERABRARA:
ERER = = = = = = (786) = = (786) = (786)
REERENRESE
— — — — — — (786) 166,840 — 166,054 vl 166,052
MEADMEREER = = = = = (1,599) = 1599 — - (553) (553)
iR E 30 929 6,347 — (1,275) — — — — — 6,001 — 6,001
ER-EENERY
RS = = = = = = — — (34,769) (34,769) — (34,769)
“ERAETCA
=+—B&HRE
[EEBRERET
RiraRE = = = = = = = 82 = (82 = (82)
DA A
2k k)] - - - 187 - - - - - 187 - 187
“E-ZERERE 12 — — — — — — — (13,726) — (13,726) — (13,726)
BR-2-TERH
& 12 — — — — — — — (52472) 52472 — — —
BREENTEY - - - - - 17511 — ) = = — —
RoE-2%
+-A=t-H 84,578 68212 2,715 1,064 100,175 103,034 (8,390) 431,094 52472 834,954 - 834,954
47
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Year ended 31 December 2011 HE-—FT——F+—-A=+—HIFE

Attributable to owners of the parent

BREEEAEGER
Capital Statutory  Exchange Proposed
Share  redemption Share surplus  fluctuation final
Issued premium reserve option  Contributed reserve reserve Retained dividend Total
capital account -2 reserve surplus  RERS EX profits Bk Total equity

ERORF  RVEE  BORG  BRERE  AABR Mg EBREG REEN KRS i AR
Notes ~ RMB'O00  RMB'000  RMB000  RMB'O00  RMB'000  RMB000  RMB'O00  RMB'000  RMB000  RMB'000  RMB'000
Mz ARETR ARETR ARETR AREBTR ARETR ARMTR ARRTR ARETR ARETR AR®TR ARRTR

(note 29) (note 31) (note 31) (note 31) (note 31) (note 31) (note 12)
(Fizt29) (FrE31)  OmsEsn) (BEE3) Om&Esn) (BEEs) (Fzt12)
At 1 January 2011 W=%——%-A—-H 84,578 68,212 2,715 1,064 100,175 103,034 (8,390) 431,094 52,472 834,954 834,954
Profit for the year REREET - - - - - - - 146,307 - 146,307 146,307
Other comprehensive loss ~ AFFEM2HRE :
for the year:
Exchange differences EizR - - - - - - (1,055) - - (1,055) (1,055)
Total comprehensive income A% & 2 A& 25
for the year - - - - - - (1,055) 146,307 - 145,252 145,252
Exercise of share options {7/ #E 30 129 97 - (182) - - - - - 918 918
Final 2010 dividend declared & /E —Z—ZF K H
=) - - - - - - - - (52,472) (52,472) (52,472)
Dividend on shares issued for —S—%F+=f
employee share options =+ —B{&{T{EH)
exercised after [EEBRERET
31 December 2010 BAEBRE - - - - - - - 78) - 78) 78)
Equity-settled share option  bAf#& % (BRI
arrangements ZH 30 - - - 3374 - - - - - 3,374 3374
Interim 2011 dividend —Z——FhERE 12 - - - - - - - (13,070) - (13,070) (13,070)
Proposed final 2011 dividend  $8E —F——4 K
s 12 - - - - - - - (44,127) 44127 - -
Transfer from retained profits B RE & F|h 2 - - - - - 15912 - (15912) - - -
At 31 December 2011 RZT—F
+-A=1+-H 84,707 69,183* 2,715* 4,256* 100,175* 118,946* (9,445  504,214* 44127 918,878 918,878
* These reserve accounts comprise the consolidated reserves of  * HEFEEG L ARKT90,044,00T(ZE—F : AR
RMB790,044,000 (2010: RMB697,904,000) in the consolidated statement of 697,904,000 7T ) #EA AR A S AR R ER B S EE o

financial position.
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Year ended 31 December 2011 HE-—FT——F+—-A=1+—HAIFE

2011 2010
—B-——-F —T-FF
Notes RMB'000 RMB'000
b ARBT ARBFIT
CASH FLOWS FROM OPERATING RETHNRERE
ACTIVITIES
Profit before tax B A5 AT 4 179,187 208,879
Adjustments for: BT
Finance costs &R 5 2,159 549
Interest income F B U A 4 (3,801) (2,308)
Dividend income from equity investments ERBEAAARETIEREZ
at fair value through profit or loss At & AR B HA 4 (189) (174)
Loss on disposal of items of property, LEME - BB REEEE MR
plant and equipment 6 473 144
Depreciation HrEe 6 27,163 24,742
Amortisation of intangible assets B E EH 17 1,433 1,390
Recognition of land use rights - Hh 50 FA R R 6 1,041 1,041
Gain on disposal of equity investments at HEBBIBRUALBIRY
fair value through profit or loss At & e 6 (92) (54)
Fair value losses/(gains), net: AREER (W) F58
Equity investments at fair value FHiRBm AR EDER
through profit or loss 2 IRHERE 6 1,630 ©2)
Equity-settled share option expense LA RS 7 11 A B AR AE B =2 6 3,374 187
Impairment of trade receivables W E ZR(E 6 (223) —
212,155 234,334
Decrease in inventories FERD 5,858 2,478
Decrease/(increase) in trade and notes EUWE 5 REERRIER L (3En)
receivables 56,629 (69,087)
Decrease/(increase) in prepayments B A, (38 00) 1,035 (1,816)
Decrease in deposits and other receivables R M H e RIE R 3,141 295
(Decrease)/increase in trade and notes ENE S MEEFIE R D), 120
payables (157,832) 76,589
(Decrease)/increase in other payables H et armE Cri ), 320 (5,727) 38,107
Increase in accruals TERR B A 1,871 1,988
Income tax paid EANFTET (34,144) (30,544)
Net cash flows from operating activities RS EHELENIRS REFH 82,986 252,344
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Year ended 31 December 2011 HE-—FT——F+—-A=+—HIFE

CASH FLOWS FROM INVESTING
ACTIVITIES

Interest received

Dividend income from equity investments at
fair value through profit or loss

Proceeds from disposal of items of property,
plant and equipment

Proceeds from disposal of equity investments
at fair value through profit or loss

Purchase of items of property, plant and
equipment and construction in progress

Purchase of intangible assets

Purchase of equity investments at fair value
through profit or loss

Net cash flows used in investing activities

CASH FLOWS FROM FINANCING
ACTIVITIES

Proceeds from exercise of share options

Proceeds from bank loans

Repayment of bank loans

Interest paid

Dividends paid

Release of bank deposits restricted for
bank loan

Increase of pledged bank deposits for
bank loan

Liquidation of a subsidiary

Net cash flows used in financing activities

NET(DECREASE)/INCREASE IN CASH
AND CASH EQUIVALENTS

Cash and cash equivalents at beginning
of year

Effect of foreign exchange rate changes, net

CASH AND CASH EQUIVALENTS AT
END OF YEAR

ANALYSIS OF BALANCES OF CASH
AND CASH EQUIVALENTS

Cash and bank balances

Short-term deposits

2 RiLEH (R ERA R

Notes
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2011 2010
=% ZTTF
RMB’000 RMB'000
ARBTR ARRTET
2,563 2,308
189 174
184 2,757
627 802
(148,070) (83,660)
(4,123) (619)
(628) (1,119)
(149,258) (79.357)
918 6,001
131,465 48,808
(67,686) (1,735)
(2,152) (549)
(65,065) (48,577)
49,700 (49,700)
(88,294) —
— (627)
(41,114) (46,379)
(107,386) 126,608
210,975 86,450
(5,784) (2,083)
97,805 210,975
77,475 150,975
20,330 60,000
97,805 210,975




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 of the Company is located at Cricket
Square, Hutchins Drive, P.O. Box 2681, Grand Cayman KY1-1111,
Cayman Islands and the principal place of business is located at
Suites 3212-13, Tower Two, Times Square, 1 Matheson Street,
Causeway Bay, Hong Kong.

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

During the year, the Group was principally engaged in
the development, manufacture and sale of non-patented
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.

The shares of the Company were listed on the Main Board of the
Stock Exchange on 11 July 2003.

The consolidated financial statements of the Group have been
prepared in accordance with International Financial Reporting
Standards (“IFRSs”) (which include all International Financial
Reporting Standards, International Accounting Standards (“IASs”)
and Interpretations) as issued by the International Accounting
Standards Board (“IASB") and the disclosure requirements of the
Hong Kong Companies Ordinance. They have been prepared on a
historical cost basis, except for financial assets at fair value
through profit or loss that have been measured at fair value. The
consolidated financial statements are presented in Renminbi
(“RMB”) and all values are rounded to the nearest thousand except
when otherwise indicated.
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BASIS OF CONSOLIDATION

The consolidated financial statements comprise the financial
statements of the Company and its subsidiaries for the year ended
31 December 2011. The financial statements of the subsidiaries are
prepared for the same reporting period as the Company, using
consistent accounting policies. The results of the subsidiaries are
consolidated from the date of acquisition, being the date on which
the Group obtains control, and continue to be consolidated until the
date that such control ceases. All intra-group balances, transactions,
unrealised gains and losses resulting from intra-group transactions
and dividends are eliminated on consolidation in full.

Total comprehensive income within a subsidiary is attributed to the
non-controlling interest even if that results in a deficit balance.

A change in the ownership interest of a subsidiary, without a loss of
control, is accounted for as an equity transaction.

If the Group loses control over a subsidiary, it derecognises (i) the
assets (including goodwill) and liabilities of the subsidiary, (i) the
carrying amount of any non-controlling interest and (iii) the
cumulative translation differences recorded in equity; and recognises
(i) the fair value of the consideration received, (i) the fair value of any
investment retained and (jii) any resulting surplus or deficit in profit
or loss. The Group's share of components previously recognised in
other comprehensive income is reclassified to profit or loss or
retained profits, as appropriate.

The Group has adopted the following new and revised IFRSs for the

first time for the current year's financial statements.

IFRS 1 Amendment Amendment to IFRS 1 First-time Adoption
of International Financial Reporting
Standards — Limited Exemption from
Comparative IFRS 7 Disclosures for
First-time Adopters

IAS 24 (Revised) Related Party Disclosures
IAS 32 Amendment Amendment to IAS 32 Financial
Instruments: Presentation —
Classification of Rights Issues
IFRIC-Int 14 Amendments to IFRIC-Int 14 Prepayments
Amendments of a Minimum Funding Requirement
IFRIC-Int 19 Extinguishing Financial Liabilities with

Equity Instruments

Amendments to a number of IFRSs issued
in May 2010

Improvements to
IFRSs 2010
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Other than as further explained below regarding the impact of IAS
24 (Revised), and amendments to IFRS 3, IAS 1 and IAS 27 included
in Improvements to IFRSs 2010, the adoption of the new and revised

IFRSs has had no significant financial effect on these financial

statements.

The principal effects of adopting these IFRSs are as follows:

(a)

(b)

IAS 24 (REVISED) RELATED PARTY DISCLOSURES

IAS 24 (Revised) clarifies and simplifies the definitions of
related parties. The new definitions emphasise a symmetrical
view of related party relationships and clarify the
circumstances in which persons and key management
personnel affect related party relationships of an entity. The
revised standard also introduces an exemption from the
general related party disclosure requirements for transactions
with a government and entities that are controlled, jointly
controlled or significantly influenced by the same government
as the reporting entity. The accounting policy for related
parties has been revised to reflect the changes in the
definitions of related parties under the revised standard. The
adoption of the revised standard did not have any impact on
the financial position or performance of the Group. Details of
the related party transactions are included in note 36 to the
consolidated financial statements.

IMPROVEMENTS TO IFRSs 2010 ISSUED IN MAY
2010 SETS OUT AMENDMENTS TO A NUMBER OF
IFRSs

IAS 1 Presentation of Financial Statements: The amendment
clarifies that an analysis of each component of other
comprehensive income can be presented either in the
statement of changes in equity or in the notes to the financial
statements. The Group elects to present the analysis of each
component of other comprehensive income in the statement
of changes in equity.

IAS 27 Consolidated and Separate Financial Statements: The
amendment clarifies that the consequential amendments from
IAS 27 (as revised in 2008) made to IAS 21, IAS 28 and IAS 31
shall be applied prospectively for annual periods beginning
on or after 1 July 2009 or earlier if IAS 27 is applied earlier.
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The Group has not applied the following new and revised IFRSs that
have been issued but are not yet effective, in these financial

statements.

IFRS 1 Amendments

IFRS 7 Amendments

IFRS 9
IFRS 10
IFRS 11
IFRS 12
IFRS 13

IAS 1 Amendments

IAS 12 Amendments

IAS 19 (2011)

IAS 27 (2011)

IAS 28 (2011)

IAS 32 Amendments

IFRIC-Int 20

RiLEH (R ERA R

Amendments to IFRS 1 First-time
Adoption of International Financial
Reporting Standards — Severe
Hyperinflation and Removal of Fixed
Dates for First-time Adopters'

Amendments to IFRS 7 Financial
Instruments: Disclosures — Transfers of
Financial Assets'

Amendments to IFRS 7 Financial
Instruments: Disclosures — Offsetting
Financial Assets and Financial
Liabilities*

Financial Instruments®

Consolidated Financial Statements*
Joint Arrangements*

Disclosure of Interests in Other Entities*
Fair Value Measurement*

Amendment to IAS 1 — Presentation of
Financial Statements — Presentation of
Iltems of Other Comprehensive Income®

Amendments to IAS 12 Income Taxes
— Deferred Tax: Recovery of
Underlying Assets?

Employee Benefits*

Separate Financial Statements*

Investments in Associates and
Joint Ventures*

Amendments to IAS 32 Financial
Instruments: Presentation — Offsetting
Financial Assets and Financial
Liabilities®

Stripping Costs in the Production Phase
of a Surface Mine*

Effective for annual periods beginning on or after 1 July 2011

Effective for annual periods beginning on or after 1 January 2012

Effective for annual periods beginning on or after 1 July 2012

Effective for annual periods beginning on or after 1 January 2013

Effective for annual periods beginning on or after 1 January 2014

Effective for annual periods beginning on or after 1 January 2015
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Further information about those changes that are expected to
significantly affect the Group is as follows:

IFRS 9 is the first part of phase 1 of a comprehensive project to
entirely replace IAS 39 Financial Instruments: Recognition and
Measurement. This phase focuses on the classification and
measurement of financial assets. Instead of classifying financial
assets into four categories, an entity shall classify financial assets as
subsequently measured at either amortised cost or fair value, on the
basis of both the entity’s business model for managing the financial
assets and the contractual cash flow characteristics of the financial
assets. This aims to improve and simplify the approach for the
classification and measurement of financial assets compared with
the requirements of IAS 39.

The IASB issued additions to IFRS 9 to address financial liabilities (the
“Additions”) and incorporated in IFRS 9 the current derecognition
principles of financial instruments of IAS 39. Most of the Additions
were carried forward unchanged from IAS 39, while changes were
made to the measurement of financial liabilities designated at fair
value through profit or loss using the fair value option (“FVO"). For
these FVO liabilities, the amount of change in the fair value of a
liability that is attributable to changes in credit risk must be
presented in other comprehensive income (“OCI"). The remainder
of the change in fair value is presented in profit or loss, unless
presentation of the fair value change in respect of the liability’s
credit risk in OCl would create or enlarge an accounting mismatch in
profit or loss. However, loan commitments and financial guarantee
contracts which have been designated under the FVO are scoped
out of the Additions.

IAS 39 is aimed to be replaced by IFRS 9 in its entirety. Before this
entire replacement, the guidance in IAS 39 on hedge accounting
and impairment of financial assets continues to apply. The Group
expects to adopt IFRS 9 from 1 January 2015.

IFRS 10 establishes a single control model that applies to all entities
including special purpose entities or structured entities. It includes a
new definition of control which is used to determine which entities
are consolidated. The changes introduced by IFRS 10 require
management of the Group to exercise significant judgement to
determine which entities are controlled, compared with the
requirements in IAS 27 and IFRIC-Int 12 Consolidation — Special
Purpose Entities. IFRS 10 replaces the portion of IAS 27
Consolidated and Separate Financial Statements that addresses the
accounting for consolidated financial statements. It also includes the
issues raised in IFRIC-Int 12.
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IFRS 12 includes the disclosure requirements for subsidiaries, joint
arrangements, associates and structured entities that are previously
included in IAS 27 Consolidated and Separate Financial Statements,
IAS 31 Interests in Joint Ventures and IAS 28 Investments in
Associates. It also introduces a number of new disclosure
requirements for these entities.

IFRS 13 provides a precise definition of fair value and a single source
of fair value measurement and disclosure requirements for use
across IFRSs. The standard does not change the circumstances in
which the Group is required to use fair value, but provides guidance
on how fair value should be applied where its use is already required
or permitted under other IFRSs. The Group expects to adopt IFRS
13 prospectively from 1 January 2013.

BUSINESS COMBINATIONS AND GOODWILL

Business combinations are accounted for using the acquisition
method. The consideration transferred is measured at the
acquisition date fair value which is the sum of the acquisition date
fair values of assets transferred by the Group, liabilities assumed by
the Group to the former owners of the acquiree and the equity
interests issued by the Group in exchange for control of the
acquiree. For each business combination, the Group elects whether
it measures the non-controlling interests in the acquiree that are
present ownership interests and entitle their holders to a
proportionate share of net assets in the event of liquidation either at
fair value or at the proportionate share of the acquiree’s identifiable
net assets. All other components of non-controlling interests are
measured at fair value. Acquisition costs are expensed as incurred.

When the Group acquires a business, it assesses the financial assets
and liabilities assumed for appropriate classification and designation
in accordance with the contractual terms, economic circumstances
and pertinent conditions as at the acquisition date. This includes the
separation of embedded derivatives in host contracts by the
acquiree.

If the business combination is achieved in stages, the acquisition
date fair value of the acquirer’s previously held equity interest in the
acquiree is remeasured to fair value at the acquisition date through
profit or loss.
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BUSINESS COMBINATIONS AND GOODWILL (Cont'd)
Any contingent consideration to be transferred by the acquirer will
be recognised at fair value at the acquisition date. Subsequent
changes to the fair value of the contingent consideration which is
deemed to be an asset or liability will be recognised in accordance
with IAS 39 either in profit or loss or as a change to other
comprehensive income. If the contingent consideration is classified
as equity, it will not be remeasured. Subsequent settlement is
accounted for within equity. In instances where the contingent
consideration does not fall within the scope of IAS 39, it is measured
in accordance with the appropriate IFRS.

Goodwill is initially measured at cost, being the excess of the
aggregate of the consideration transferred, the amount recognised
for non-controlling interests and any fair value of the Group's
previously held equity interests in the acquiree over the identifiable
net assets acquired and liabilities assumed. If the sum of this
consideration and other items is lower than the fair value of the net
assets of the subsidiary acquired, the difference is, after
reassessment, recognised in profit or loss as a gain on bargain
purchase.

After initial recognition, goodwill is measured at cost less any
accumulated impairment losses. Goodwill is tested for impairment
annually or more frequently if events or changes in circumstances
indicate that the carrying value may be impaired. The Group
performs its annual impairment test of goodwill as at 31 December.
For the purpose of impairment testing, goodwill acquired in a
business combination is, from the acquisition date, allocated to each
of the Group's cash-generating units, or groups of cash-generating
units, that are expected to benefit from the synergies of the
combination, irrespective of whether other assets or liabilities of the
Group are assigned to those units or groups of units.

Impairment is determined by assessing the recoverable amount of
the cash-generating unit (group of cash-generating units) to which
the goodwill relates. Where the recoverable amount of the cash-
generating unit (group of cash-generating units) is less than the
carrying amount, an impairment loss is recognised. An impairment
loss recognised for goodwill is not reversed in a subsequent period.

Where goodwill forms part of a cash-generating unit (group of cash-
generating units) and part of the operation within that unit is
disposed of, the gooduwill associated with the operation disposed of
is included in the carrying amount of the operation when
determining the gain or loss on disposal of the operation. Goodwill
disposed of in this circumstance is measured based on the relative
values of the operation disposed of and the portion of the cash-
generating unit retained.
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SUBSIDIARIES
A subsidiary is an entity whose financial and operating policies the
Company controls, directly or indirectly, so as to obtain benefits
from its activities.

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

FOREIGN CURRENCIES

These financial statements are presented in RMB, which is the
functional currency of most of the Group companies. Each entity in
the Group determines its own functional currency and items
included in the financial statements of each entity are measured
using that functional currency.

Foreign currency transactions recorded by the entities in the Group
are initially recorded using their respective functional currency rates
ruling at the dates of the transactions. Monetary assets and liabilities
denominated in foreign currencies are retranslated at the functional
currency rates of exchange ruling at the end of the reporting period.
All differences arising on settlement or translation of monetary items
are taken to the income statement.

Non-monetary items are measured in terms of historical cost in a
foreign currency are translated using the exchange rates at the dates
of the initial transactions.

The functional currency of the Company, Dawnrays International
Co., Ltd. ("Dawnrays International”), Dawnrays International Co., Ltd.
("Dawnrays International (HK)”) and Dawnrays Pharma (Hong Kong)
Limited (“Dawnrays Pharma”) (collectively the “Overseas
Companies”), is the Hong Kong dollar. As at the end of the
reporting period, the assets and liabilities of these companies are
translated into the presentation currency of the Group (RMB) at the
exchange rates ruling at the end of the reporting period and their
income statements are translated into RMB at the weighted average
exchange rates for the year. The resulting exchange differences are
recognised in other comprehensive income and accumulated in the
exchange fluctuation reserve. On disposal of a foreign operation,
the component of other comprehensive income relating to that
particular foreign operation is recognised in the income statement.
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FOREIGN CURRENCIES (Cont’d)

For the purpose of the consolidated statement of cash flows, the
cash flows of the Overseas Companies are translated into RMB at
the exchange rates ruling at the dates of the cash flows. Frequently
recurring cash flows of overseas subsidiaries which arise throughout
the year are translated into RMB at the weighted average exchange
rates for the year.

REVENUE RECOGNITION

Revenue is recognised to the extent that it is probable that the
economic benefits will flow to the Group and the revenue can be
reliably measured. Revenue is measured at the fair value of the
consideration received or receivable, excluding discounts, rebates
and sales taxes or duty. The following specific recognition criteria
must also be met before revenue is recognised:

Sale of goods

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

Interest income

Interest income, on an accrual basis using the effective interest
method by applying the rate that exactly discounts the estimated
future cash receipts through the expected life of the financial
instrument or a shorter period, when appropriate, to the net carrying
amount of the financial asset.

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

INCOME TAX

Income tax comprises current and deferred tax. Income tax relating
to items recognised outside profit or loss is recognised outside
profit or loss, either in other comprehensive income or directly in

equity.

Current income tax

Current income tax assets and liabilities for the current and prior
periods are measured at the amount expected to be recovered from
or paid to the taxation authorities. The tax rates and tax laws used to
compute the amount are those that are enacted or substantively
enacted, at the reporting date, in the countries where the Group
operates and generates taxable income.
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INCOME TAX (Cont'd)

Deferred tax

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

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

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

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

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

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

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

The carrying amount of deferred tax assets is reviewed at each
reporting date and reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow all or
part of the deferred tax asset to be utilised. Unrecognised deferred
tax assets are reassessed at each reporting date and are recognised
to the extent that it has become probable that future taxable profits
will allow all or part of the deferred tax asset to be recovered.
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INCOME TAX (Cont'd)

Deferred tax (Cont’d)

Deferred tax assets and liabilities are measured at the tax rates that
are expected to apply in the year when the asset is realised or the
liability is settled, based on tax rates (and tax laws) that have been
enacted or substantively enacted at the reporting date.

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

GOVERNMENT GRANTS

Government grants are recognised at their fair value where there is
reasonable assurance that the grant will be received and all attached
conditions will be complied with. When the grant relates to an
expense item, it is recognised as income over the period necessary
to match the grant on a systematic basis to the costs that it is
intended to compensate. Where the grant relates to an asset, the
fair value is credited to a deferred income account and is released to
the income statement over the expected useful life of the relevant
asset by equal annual instalments or deducted from the carrying
amount of the asset and released to the income statement by way
of a reduced depreciation charge.

RETIREMENT BENEFITS SCHEMES

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

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

Contributions to an accommodation fund administered by the
Public Accumulation Funds Administration Centre in Mainland China
are charged to the income statement as incurred.

BORROWING COSTS

Borrowing costs directly attributable to the acquisition, construction
or production of qualifying assets, i.e., assets that necessarily take a
substantial period of time to get ready for their intended use or sale,
are capitalised as part of the cost of those assets. The capitalisation
of such borrowing costs ceases when the assets are substantially
ready for their intended use or sale. Investment income earned on
the temporary investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the borrowing
costs capitalised. All other borrowing costs are expensed in the
period in which they are incurred. Borrowing costs consist of interest
and other costs that an entity incurs in connection with the
borrowing of funds.

Where funds have been borrowed generally, and used for the
purpose of obtaining qualifying assets, an appropriate capitalisation
rate shall be applied to the expenditure on the individual assets.

SHARE-BASED PAYMENT TRANSACTIONS

The Company operates a share option scheme for the purpose of
providing incentives and rewards to eligible participants who
contribute to the success of the Group's operations. Eligible
participants (the Company’s directors, employees of the Group and
other eligible participants) of the Group receive remuneration in the
form of share-based payment transactions, whereby eligible
participants render services as consideration for equity instruments
("equity-settled transactions”).

The cost of equity-settled transactions with eligible participants is
measured by reference to the fair value at the date at which they are
granted. The fair value is determined using a Black-Scholes-Merton
valuation model, further details of which are given in note 30. The
cost of equity-settled transactions is recognised, together with a
corresponding increase in equity, over the period in which the
performance and/or service conditions are fulfilled. The cumulative
expense recognised for equity-settled transactions at each reporting
date until the vesting date reflects the extent to which the vesting
period has expired and the Group's best estimate of the number of
equity instruments that will ultimately vest. The income statement
expense or credit for a period represents the movement in
cumulative expense recognised as at the beginning and end of that
period.
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SHARE-BASED PAYMENT TRANSACTIONS (Cont'd)

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

Where the terms of an equity-settled award are modified, the
minimum expense recognised is the expense as if the terms had not
been modified, if the original terms of the award are met. An
additional expense is recognised for any modification that increases
the total fair value of the share-based payment transaction, or is
otherwise beneficial to the participants as measured at the date of
modification.

Where an equity-settled award is cancelled, it is treated as if it
vested on the date of cancellation, and any expense not yet
recognised for the award is recognised immediately. This includes
any award where non-vesting conditions within the control of either
the entity or the employee are not met. However, if a new award is
substituted for the cancelled award, and designated as a
replacement award on the date that it is granted, the cancelled and
new awards are treated as if they were a modification of the original
award, as described in the previous paragraph.

The dilutive effect of outstanding options is reflected as additional
share dilution in the computation of diluted earnings per share
(further details are given in note 13).

INVESTMENT AND OTHER FINANCIAL ASSETS

Initial recognition and measurement

Financial assets within the scope of IAS 39 are classified as financial
assets at fair value through profit or loss, loans and receivables and
available-for-sale financial investments, or as derivatives designated
as hedging instruments in an effective hedge, as appropriate. The
Group determines the classification of its financial assets at initial
recognition. When financial assets are recognised initially, they are
measured at fair value, plus, transaction costs, except in the case of
financial assets recorded at fair value through profit or loss.

All regular way purchases and sales of financial assets are recognised
on the trade date, that is, the date that the Group commits to
purchase or sell the asset. Regular way purchases or sales are
purchases or sales of financial assets that require delivery of assets
within the period generally established by regulation or convention
in the marketplace.
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INVESTMENT AND OTHER FINANCIAL ASSETS (Cont'd)
Initial recognition and measurement (Cont’d)

The Group's financial assets include cash and short-term deposits,
trade and other receivables, loans and other receivables and quoted

financial instruments.

Subsequent measurement
The subsequent measurement of financial assets depends on their
classification as follows:

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss includes financial
assets held for trading and financial assets designated upon initial
recognition at fair value through profit or loss. Financial assets are
classified as held for trading if they are acquired for the purpose of
selling or repurchasing in the near term. Financial assets at fair value
through profit and loss are carried in the statement of financial
position at fair value with net changes in fair value recognised in
other income and gains or finance costs in the income statement.
These net fair value changes do not include any dividends or interest
earned on these financial assets, which are recognised in accordance
with the policies set out for “Revenue recognition” above.

Financial assets designated upon initial recognition at fair value
through profit or loss are designated at the date of initial recognition
and only if the criteria under IAS 39 are satisfied.

The Group evaluated its financial assets at fair value through profit
or loss (held for trading), to assess whether the intent to sell them in
the near term is still appropriate. When, in rare circumstances, the
Group is unable to trade these financial assets due to inactive
markets and management’s intent to sell them in the foreseeable
future significantly changes, the Group may elect to reclassify these
financial assets. The reclassification to loans and receivables,
available-for-sale or held to maturity depends on the nature of the
asset. This evaluation does not affect any financial assets designated
at fair value through profit or loss using the fair value option at
designation as these instruments cannot be reclassified after initial
recognition.

Derivatives embedded in host contracts are accounted for as
separate derivatives and recorded at fair value if their economic
characteristics and risks are not closely related to those of the host
contracts and the host contracts are not held for trading or
designated at fair value through profit or loss. These embedded
derivatives are measured at fair value with changes in fair value
recognised in the income statement. Reassessment only occurs if
there is a change in the terms of the contract that significantly
modifies the cash flows that would otherwise be required.
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INVESTMENT AND OTHER FINANCIAL ASSETS (Cont'd)
Subsequent measurement (Cont'd)

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
After initial measurement, such assets are subsequently measured at
amortised cost using the effective interest rate method less any
allowance for impairment. Amortised cost is calculated by taking
into account any discount or premium on acquisition and includes
fees or costs that are an integral part of the effective interest rate.
The effective interest rate amortisation is included in finance income
in the income statement. The loss arising from impairment is
recognised in the income statement in finance costs for loans and in
other expenses for receivables.

Held-to-maturity investments

Non-derivative financial assets with fixed or determinable payments
and fixed maturity are classified as held to maturity when the Group
has the positive intention and ability to hold them to maturity. Held-
to-maturity investments are subsequently measured at amortised
cost using the effective interest rate method less any allowance for
impairment. Amortised cost is calculated by taking into account any
discount or premium on acquisition and fees or costs that are an
integral part of the effective interest rate. The effective interest rate
amortisation is included in finance income in the income statement.
The loss arising from impairment is recognised in the income
statement in other expenses.

Available-for-sale financial investments

Available-for-sale financial investments are non-derivative financial
assets in listed and unlisted equity investments and debt securities.
Equity investments classified as available for sale are those which are
neither classified as held for trading nor designated at fair value
through profit or loss. Debt securities in this category are those
which are intended to be held for an indefinite period of time and
which may be sold in response to needs for liquidity or in response
to changes in market conditions.
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INVESTMENT AND OTHER FINANCIAL ASSETS (Cont’'d)
Subsequent measurement (Cont’d)

Available-for-sale financial investments (Cont’d)

After initial recognition, available-for-sale financial investments are
subsequently measured at fair value, with unrealised gains or losses
recognised as other comprehensive income in the available-for-sale
investment revaluation reserve until the investment is derecognised,
at which time the cumulative gain or loss is recognised in the income
statement in other income, or until the investment is determined to
be impaired, when the cumulative gain or loss is reclassified from
the available-for sale investment revaluation reserve to the income
statement in other expenses. Interest and dividends earned whilst
holding the available-for-sales financial investments are reported as
interest income and dividend income, respectively and are
recognised in the income statement as other income in accordance
with the policies set out for “Revenue recognition” above.

When the fair value of unlisted equity investments cannot be reliably
measured because (a) the variability in the range of reasonable fair
value estimates is significant for that investment or (b) the
probabilities of the various estimates within the range cannot be
reasonably assessed and used in estimating fair value, such
investments are stated at cost less any impairment losses.

The Group evaluates whether the ability and intention to sell its
available-for sales financial assets in the near term are still
appropriate. When, in rare circumstances, the Group is unable to
trade these financial assets due to inactive markets and
management’s intent to do so significantly changes in the
foreseeable future, the Group may elect to reclassify these financial
assets. Reclassification to loans and receivables is permitted when
the financial assets meet the definition of loans and receivables and
the Group has the intent and ability to hold these assets for the
foreseeable future or to maturity. Reclassification to the held-to-
maturity category is permitted only when the Group has the ability
and intent to hold until the maturity date of the financial asset.

For a financial asset reclassified from the available-for-sale category,
the fair value carrying amount at the date of reclassification becomes
its new amortised cost and any previous gain or loss on that asset
that has been recognised in equity is amortised to profit or loss over
the remaining life of the investment using the effective interest rate.
Any difference between the new amortised cost and the maturity
amount is also amortised over the remaining life of the asset using
the effective interest rate. If the asset is subsequently determined to
be impaired, then the amount recorded in equity is reclassified to
the income statement.
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DERECOGNITION OF FINANCIAL ASSETS
A financial asset (or, where applicable a part of a financial asset or
part of a group of similar financial assets) is derecognised when:

° The rights to receive cash flows from the asset have expired.

° The Group has transferred its rights to receive cash flows from
the asset or has assumed an obligation to pay the received
cash flows in full without material delay to a third party under a
‘pass-through’ arrangement; and either (a) the Group has
transferred substantially all the risks and rewards of the asset,
or (b) the Group has neither transferred nor retained
substantially all the risks and rewards of the asset, but has
transferred control of the asset.

When the Group has transferred its rights to receive cash flows from
an asset or has entered into a pass-through arrangement, it
evaluates if and to what extent it has retained the risk and rewards of
ownership of the asset. When it has neither transferred nor retained
substantially all of the risks and rewards of the asset nor transferred
control of the asset, the asset is recognised to the extent of the
Group's continuing involvement in the asset. In that case, the Group
also recognises an associated liability. The transferred asset and the
associated liability are measured on a basis that reflects the rights
and obligations that the Group has retained.

Continuing involvement that takes the form of a guarantee over the
transferred asset is measured at the lower of the original carrying
amount of the asset and the maximum amount of consideration that
the Group could be required to repay.

IMPAIRMENT OF FINANCIAL ASSETS

The Group assesses at each reporting date whether there is any
objective evidence that a financial asset or a group of financial assets
is impaired. A financial asset or a group of financial assets is deemed
to be impaired if, and only if, there is objective evidence of
impairment as a result of one or more events that occurred after the
initial recognition of the asset (an incurred ‘loss event’) and that loss
event has an impact on the estimated future cash flows of the
financial asset or the group of financial assets that can be reliably
estimated. Evidence of impairment may include indications that the
debtors or a group of debtors is experiencing significant financial
difficulty, default or delinquency in interest or principal payments,
the probability that they will enter bankruptcy or other financial
reorganisation and where observable data indicate that there is a
measurable decrease in the estimated future cash flows, such as
changes in arrears or economic conditions that correlate with
defaults.
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IMPAIRMENT OF FINANCIAL ASSETS (Cont’d)

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group first
assesses whether objective evidence of impairment exists
individually for financial assets that are individually significant, or
collectively for financial assets that are not individually significant. If
the Group determines that no objective evidence of impairment
exists for an individually assessed financial asset, whether significant
or not, it includes the asset in a group of financial assets with similar
credit risk characteristics and collectively assesses them for
impairment. Assets that are individually assessed for impairment and
for which an impairment loss is, or continues to be, recognised are
not included in a collective assessment of impairment.

If there is objective evidence that an impairment loss has been
incurred, the amount of the loss is measured as the difference
between the assets carrying amount and the present value of
estimated future cash flows (excluding future expected credit losses
that have not yet been incurred). The present value of the estimated
future cash flows is discounted at the financial assets original
effective interest rate. If a loan has a variable interest rate, the
discount rate for measuring any impairment loss is the current
effective interest rate.

The carrying amount of the asset is reduced through the use of an
allowance account and the amount of the loss is recognised in the
income statement. Interest income continues to be accrued on the
reduced carrying amount and is accrued using the rate of interest
used to discount the future cash flows for the purpose of measuring
the impairment loss. The interest income is recorded as part of
finance income in the income statement. Loans together with the
associated allowance are written off when there is no realistic
prospect of future recovery and all collateral has been realised or
has been transferred to the Group.

If, in a subsequent year, the amount of the estimated impairment
loss increases or decreases because of an event occurring after the
impairment was recognised, the previously recognised impairment
loss is increased or reduced by adjusting the allowance account. If a
future write-off is later recovered, the recovery is credited to other
expenses in the income statement.
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IMPAIRMENT OF FINANCIAL ASSETS (Cont’d)

Assets carried at cost

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

Available-for-sale financial investments

For available-for-sale financial investments, the Group assesses at
the end of each reporting period whether there is objective
evidence that an investment or a group of investments is impaired.

If an available-for-sale asset is impaired, an amount comprising the
difference between its cost (net of any principal payment and
amortisation) and its current fair value, less any impairment loss
previously recognised in the income statement, is removed from
other comprehensive income and recognised in the income
statement.

In the case of equity investments classified as available for sale,
objective evidence would include a significant or prolonged decline
in the fair value of an investment below its cost. The determination

I

of what is “significant” or "prolonged” requires judgement.
“Significant” is evaluated against the original cost of the investment
and "“prolonged” against the period in which the fair value has been
below its original cost. Where there is evidence of impairment, the
cumulative loss — measured as the difference between the
acquisition cost and the current fair value, less any impairment loss
on that investment previously recognised in the income statement
— is removed from other comprehensive income and recognised in
the income statement. Impairment losses on equity instruments
classified as available for sale are not reversed through the income
statement. Increases in their fair value after impairment are
recognised directly in other comprehensive income.
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IMPAIRMENT OF FINANCIAL ASSETS (Cont’d)
Available-for-sale financial investments (Cont’d)

In the case of debt instruments classified as available for sale,
impairment is assessed based on the same criteria as financial assets
carried at amortised cost. However, the amount recorded for
impairment is the cumulative loss measured as the difference
between the amortised cost and the current fair value, less any
impairment loss on that investment previously recognised in the
income statement. Future interest income continues to be accrued
based on the reduced carrying amount of the asset and is accrued
using the rate of interest used to discount the future cash flows for
the purpose of measuring the impairment loss. The interest income
is recorded as part of finance income. Impairment losses on debt
instruments are reversed through the income statement if the
increase in fair value of the instruments can be objectively related to
an event occurring after the impairment loss was recognised in the
income statement.

FINANCIAL LIABILITIES

Initial recognition and measurement

Financial liabilities within the scope of IAS 39 are classified as
financial liabilities at fair value through profit or loss, loans and
borrowings, or as derivatives designated as hedging instruments in
an effective hedge, as appropriate. The Group determines the
classification of its financial liabilities at initial recognition.

All financial liabilities are recognised initially at fair value plus, in the
case of loans and borrowings, directly attributable transaction costs.

The Group's financial liabilities include trade and notes payables,
other payables and loans and borrowings.

Subsequent measurement
The subsequent measurement of financial liabilities depends on
their classification as follows:

Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss include financial
liabilities held for trading and financial liabilities designated upon
initial recognition as at fair value through profit or loss.
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FINANCIAL LIABILITIES (Cont'd)

Subsequent measurement (Cont'd)

Financial liabilities at fair value through profit or loss (Cont’d)
Financial liabilities are classified as held for trading if they are
acquired for the purpose of selling in the near term. This category
includes derivative financial instruments entered into by the Group
that are not designated as hedging instruments in hedge
relationships as defined by IAS 39. Separated embedded derivatives
are also classified as held for trading unless they are designated as
effective hedging instruments. Gains or losses on liabilities held for
trading are recognised in the income statement. The net fair value
gain or loss recognised in the income statement does not include
any interest charged on these financial liabilities.

Financial liabilities designated upon initial recognition at fair value
through profit or loss are designated at the date of initial recognition
and only if the criteria of IAS 39 are satisfied.

Loans and borrowings

After initial recognition, interest-bearing loans and borrowings are
subsequently measured at amortised cost, using the effective
interest rate method unless the effect of discounting would be
immaterial, in which case they are stated at cost. Gains and losses
are recognised in the income statement when the liabilities are
derecognised as well as through the effective interest rate
amortisation process.

Amortised cost is calculated by taking into account any discount or
premium on acquisition and fees or costs that are an integral part of
the effective interest rate. The effective interest rate amortisation is
included in finance costs in the income statement.

DERECOGNITION OF FINANCIAL LIABILITIES
A financial liability is derecognised when the obligation under the
liability is discharged or cancelled or expires.

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

OFFSETTING OF FINANCIAL INSTRUMENTS

Financial assets and financial liabilities are offset and the net amount
reported in the consolidated statement of financial position if, and
only if, there is a currently enforceable legal right to offset the
recognised amounts and there is an intention to settle on a net
basis, or to realise the assets and settle the liabilities simultaneously.
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FAIR VALUE OF FINANCIAL INSTRUMENTS

The fair value of financial instruments that are traded in active
markets at each reporting date is determined by reference to
quoted market prices or dealer price quotations (bid price for long
positions and ask price for short positions), without any deduction
for transaction costs.

For financial instruments not traded in an active market, the fair
value is determined using appropriate valuation techniques. These
techniques may include using recent arm’s length market
transactions; reference to the current fair value of another instrument
that is substantially the same; a discounted cash flow analysis or
other valuation models.

PROPERTY, PLANT AND EQUIPMENT AND
DEPRECIATION

Property, plant and equipment, other than construction in progress,
are stated at cost less accumulated depreciation and any impairment
losses. The cost of an item of property, plant and equipment
comprises its purchase price and any directly attributable costs of
bringing the asset to its working condition and location for its
intended use.

Expenditure incurred after items of property, plant and equipment
have been put into operation, such as repairs and maintenance, is
normally charged to the income statement in the period in which it
is incurred. In situations where the recognition criteria are satisfied,
the expenditure for a major inspection is capitalised in the carrying
amount of the asset as a replacement. Where significant parts of
property, plant and equipment are required to be replaced at
intervals, the Group recognises such parts as individual assets with
specific useful lives and depreciates them accordingly .

Depreciation is calculated on the straight-line basis over the
estimated useful life of the asset as follows:

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

Where parts of an item of property, plant and equipment have
different useful lives, the cost of that item is allocated on a
reasonable basis among the parts and each part is depreciated
separately. Residual values, useful lives and the depreciation method
are reviewed, and adjusted if appropriate, at least at each financial
year end.
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PROPERTY, PLANT AND EQUIPMENT AND
DEPRECIATION (Cont’d)

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

The assets’ residual values, useful lives and methods of depreciation
are reviewed at each financial year end, and adjusted prospectively,
if appropriate.

CONSTRUCTION IN PROGRESS

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

LEASES

Leases that transfer substantially all the rewards and risks of
ownership of assets to the Group, other than legal title, are
accounted for as finance leases. At the inception of a finance lease,
the cost of the leased asset is capitalised at the present value of the
minimum lease payments and recorded together with the
obligation, excluding the interest element, to reflect the purchase
and financing. Assets held under capitalised finance leases,
including prepaid land lease payments under finance leases, are
included in property, plant and equipment, and depreciated over
the shorter of the lease terms and the estimated useful lives of the
assets. The finance costs of such leases are charged to the income
statement so as to provide a constant periodic rate of charge over
the lease terms.

Leases where substantially all the rewards and risks of ownership of
assets remain with the lessor are accounted for as operating leases.
Where the Group is the lessor, assets leased by the Group under
operating leases are included in non-current assets, and rentals
receivable under the operating leases are credited to the income
statement on the straight-line basis over the lease terms. Where the
Group is the lessee, rentals payable under operating leases net of
any incentives received from the lessor are charged to the income
statement on the straight-line basis over the lease terms.
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LAND USE RIGHTS

Land use rights represent prepaid land lease payments under
operating leases, which are initially stated at cost and subsequently
recognised on the straight-line basis over the lease terms.

INTANGIBLE ASSETS (OTHER THAN GOODWILL)
Intangible assets acquired separately are measured on initial
recognition at cost. The cost of intangible assets acquired in a
business combination is the fair value as at the date of acquisition.
The useful lives of intangible assets are assessed to be either finite
or indefinite. Intangible assets with finite lives are subsequently
amortised over the useful economic life and assessed for impairment
whenever there is an indication that the intangible asset may be
impaired. The amortisation period and the amortisation method for
an intangible asset with a finite useful life are reviewed at least at
each financial year end.

Intangible assets with indefinite useful lives are tested for
impairment annually either individually or at the cash-generating
unit level. Such intangible assets are not amortised. The useful life of
an intangible asset with an indefinite life is reviewed annually to
determine whether the indefinite life assessment continues to be
supportable. If not, the change in the useful life assessment from
indefinite to finite is accounted for on a prospective basis.

Research and development costs
All research costs are charged to the income statement as incurred.

Expenditure incurred on projects to develop new products is
capitalised and deferred only when the Group can demonstrate the
technical feasibility of completing the intangible asset so that it will
be available for use or sale, its intention to complete and its ability
to use or sell the asset, how the asset will generate future economic
benefits, the availability of resources to complete the project and
the ability to measure reliably the expenditure during the
development. Product development expenditure which does not
meet these criteria is expensed when incurred.
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INTANGIBLE ASSETS (OTHER THAN GOODWILL)
(Cont’'d)

Research and development costs (Cont'd)

Deferred development costs are stated at cost less any impairment
losses and are amortised using the straight-line basis over the
commercial lives of the underlying products not exceeding five to
seven years, commencing from the date when the products are put
into commercial production.
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EEFI R A TR ANMERERDRERESIRR - I
NERZRABER  BERR (BBERERMS
BEAECAE  TNEBAELSF)EH-

Estimated Annual
Category useful life Amortization rate
5l fhEt A RS EEHHELER
Software 10 years 10%
;i 104
Research and development 10 years 10%
fiff % 104

The estimated residual value is zero.

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

Costs incurred in bringing each product to its present location and

condition are accounted for as follows:

Raw materials Purchase cost on a weighted-average
basis;

Finished goods and Cost of direct materials and labour and a

work in progress proportion of manufacturing overheads

based on normal operating capacity but

excluding borrowing costs.

Net realisable value is based on estimated selling prices less any
estimated costs to be incurred to completion and disposal.

IMPAIRMENT OF NON-FINANCIAL ASSETS

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than inventories,
financial assets and non-current assets), the asset’s recoverable
amount is estimated. An asset's recoverable amount is the higher of
the asset's or cash-generating unit’s value in use and its fair value
less costs to sell, and is determined for an individual asset, unless
the asset does not generate cash inflows that are largely
independent of those from other assets or groups of assets, in which
case the recoverable amount is determined for the cash-generating
unit to which the asset belongs.
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IMPAIRMENT OF NON-FINANCIAL ASSETS (Cont'd)

An impairment loss is recognised only if the carrying amount of an
asset exceeds its recoverable amount. In assessing value in use, the
estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the
asset. An impairment loss is charged to the income statement in the
period in which it arises in those expense categories consistent with
the function of the impaired asset.

An assessment is made at the end of each reporting period as to
whether there is any indication that previously recognised
impairment losses may no longer exist or may have decreased. If
such an indication exists, the recoverable amount is estimated. A
previously recognised impairment loss of an asset other than
goodwill is reversed only if there has been a change in the estimates
used to determine the recoverable amount of that asset, but not to
an amount higher than the carrying amount that would have been
determined (net of any depreciation/amortisation) had no
impairment loss been recognised for the asset in prior years. A
reversal of such an impairment loss is credited to the income
statement in the period in which it arises.

CASH AND CASH EQUIVALENTS

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

For the purpose of the statement of financial position, cash and cash
equivalents comprise cash on hand and at banks, including term
deposits, and assets similar in nature to cash, which are not restricted
or pledged as to use.

PROVISIONS

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

When the effect of discounting is material, the amount recognised

#E(E)
MIFRFEEX - A BEmMERNSERTRLE

for a provision is the present value at the end of the reporting period
of the future expenditures expected to be required to settle the

EEBPIH AR NHRERARNEE - BFRRHE
AT 5| B T IR IR E R IE ANET AR E R AR BF

obligation. The increase in the discounted present value amount EER -
arising from the passage of time is included in finance costs in the

income statement.

RELATED PARTIES BES

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

(@)  the party is a person or a close member of that person’s family
and that person

(i)

(ii)

(iii)

or

has control or joint control over the Group;
has significant influence over the Group; or

is a member of the key management personnel of the
Group or of a parent of the Group;

(b)  the party is an entity where any of the following conditions

i F & THERM - RIR RA B AR T -

(@) BB RIA N AL A LRERH

(i)

%

HAREE ARG S R HIE

HASBERENEATZE : X

REAEEFEBSRRNEEZERREA
BHKE

(b) MBEEERRHE NIGEZ— - AR SR

applies, VA

()  the entity and the Group are members of the same iy ZEREASEBERR—SBEMNKE
group;

(i)  one entity is an associate or joint venture of the other iy ZEBAS EBMNBESIXEEH
entity (or of a parent, subsidiary or fellow subsidiary of (FBE—EEBNTRE - HBRFEHK
the other entity); RRHBAR)

(i) the entity and the Group are joint ventures of the same (il ZERHRAEEAR-—FZFMNEE
third party; g3

(iv)

(vi)

(vii)

one entity is a joint venture of a third entity and the
other entity is an associate of the third entity;

the entity is a post-employment benefit plan for the
benefit of employees of either the Group or an entity
related to the Group;

the entity is controlled or jointly controlled by a person
identified in (a); and

a person identified in (a)(i) has significant influence over
the entity or is a member of the key management
personnel of the entity (or of a parent of the entity).

(iv)

(vii)
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DIVIDENDS

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

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

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

JUDGEMENTS

In the process of applying the Group’s accounting policies,
management has made the following judgement which has the
most significant effect on the amounts recognised in the financial
statements:

Development costs

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

ESTIMATION UNCERTAINTY

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

Impairment of non-financial assets

The Group assesses whether there are any indications of impairment
for all non-financial assets at each reporting date. Non-financial
assets are tested for impairment when there are indications that the
carrying amounts may not be recoverable.
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ESTIMATION UNCERTAINTY (Cont’d)

Share-based payments

The Group measures the cost of equity-settled transactions with
employees by reference to the fair value of the equity instruments at
the date at which they are granted. Estimating fair value for share-
based payment transactions requires determining the most
appropriate valuation model, which is dependent on the terms and
conditions of the grant. This estimate also requires determining the
most appropriate inputs to the valuation model including the
expected life of the share option, volatility and dividend yield and
making assumptions about them. The assumptions and models
used for estimating fair value for share based payment transactions
are disclosed in note 30.

For management purposes, the Group organises the business units
based on their products.

For management purposes, the Group's business is organised into
the following two reportable segments:

a) Manufacture and sale of intermediates and bulk medicines

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

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, restricted bank
deposits, pledged bank deposits, cash and cash equivalents, equity
investments at fair value through profit or loss and other unallocated
head office and corporate assets as these assets are managed on a
group basis.

Segment liabilities exclude interest-bearing bank loans, tax payable,
deferred tax liabilities and other unallocated head office and
corporate liabilities as these liabilities are managed on a group
basis.
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Intersegment sales and transfers are transacted with reference to the SDEMMHEREED2RZEREBRNE =S
selling prices used for sales made to third parties at the then HER B TISEBRET
prevailing market prices.
Intermediates Elimination of
and bulk intersegment
medicines Finished sales
Year ended BEz-T——F R drugs 8 Total
31 December 2011 +T-A=t+—HLEEE KRR 2% PEEHEE wme
RMB'000 RMB’000 RMB'000 RMB'000
AR¥T R AR®T R AR¥TR AR¥T R
Segment Revenue: DEWA :
Sales to external customers HINHE 556,829 524,215 — 1,081,044
Intersegment sales DEEEHE 111,824 —_ (111,824) —_
668,653 524,215 (111,824) 1,081,044
Segment Results DEEE 6,304 254,663 — 260,967
Reconciliation: G
Unallocated gains RAFRBA 13,227
Corporate and other RERAEAMKDE
unallocated expenses 57 lnd (92,848)
Finance costs B 75 & BB (2,159)
Profit before tax B F BT A 179,187
Intermediates Elimination of
and bulk intersegment
medicines Finished sales
Year ended HE-ZTZTF e drugs K 5H Total
31 December 2010 +=ZA=+—HBItFE N R} 5 X % HEARIHE L
RMB’000 RMB'000 RMB’000 RMB’000
AREFIT AREFIT AREFT AREFIT
Segment Revenue: WA :
Sales to external customers HINEE 813,415 473,268 — 1,286,683
Intersegment sales DEEHEE 114,259 — (114,259) —
927,674 473,268 (114,259) 1,286,683
Segment Results XS 106,230 174,421 — 280,651
Reconciliation: THEE
Unallocated gains ROBBA 7,752
Corporate and other EREMERD I
unallocated expenses 52 g (78,975)
Finance costs -4z (549)
Profit before tax & B8 B s A 208,879
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As at
31 December 2011

Segment Assets:
Reconciliation:
Corporate and other
unallocated assets

Total assets

Segment Liabilities:
Reconciliation:
Corporate and other
unallocated liabilities

Total liabilities

As at
31 December 2010

Segment Assets:
Reconciliation:
Corporate and other
unallocated assets

Total assets

Segment Liabilities:
Reconciliation:
Corporate and other
unallocated liabilities

Total liabilities

REE
PREE:

EE

EEREEMRDEAE

#waE
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Intermediates
and bulk
medicines
PR
KR
RMB’000
AR%T T

643,964

233,347

Intermediates
and bulk
medicines
el A
RMB'000
AREFIT

791,419

417,237

Finished
drugs

2%
RMB’000
AR®T T

390,173

52,425

Finished
drugs
RMB’'000
ARBFIT

257,067

49,871

Total
wmy
RMB’000

AR¥TR

1,034,137

359,679
1,393,816

285,772

189,166

474,938

Total

“E
RMB'000
AREETIT

1,048,486

364,671
1,413,157

467,108

111,095

578,203

81
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GEOGRAPHICAL INFORMATION
(@) Revenue from external customers

Mainland China EeEipNES
India ENfE
Other countries HEmBExR

The revenue information above is based on the location of the
customers.

(b) Non-current assets
The Group's operations are substantially based in Mainland
China and significantly all of the non-current assets of the
Group are located in Mainland China. Therefore, no further
analysis of geographical information is presented.

None of the Group's customers in either year contributed over
10% of the total revenue of the Group.
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HEDHE
(@) ZREIMPBEFHWA

2011 2010
—E——F —E-EF
RMB’000 RMB'000
ARETT ARBT T
904,819 1,071,893

76,834 128,484
99,391 86,306
1,081,044 1,286,683
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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 equity investments at
fair value through profit or loss

Foreign exchange differences

Government grants

Others

Gains
Gain on disposal of equity investments at
fair value through profit or loss
Fair value gains, net:
Equity investments at fair value through
profit or loss

Interest on bank loans wholly repayable
within five years
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g

WA(FREELER) BHEERMNBEE - BE5
PR ERFER -

REBBA - EAMRARKESEDTT

Group
AEE
2011 2010
—EB——F —E-TF
RMB'000 RMB’000
AR¥T T ARETTT
['ON
HESm 1,081,044 1,286,683
HA A
HRTTHLEHA 3,801 2,308
FREmNA AR ESRZ
Rt B M A B URA 189 174
ME 5 =5 3,316 265
BT R 6,788 4,475
Hh 2,415 1,807
16,509 9,029
Wz
HEBBREBERAALBEIIRZ
WAt & H e 92 54
D EWE - FE
FHiRBmAR A BT R R E
— 62
92 116
16,601 9,145
Group
EE
2011 2010
=5 —T-ITF
RMB'000 RMB’000
AR¥TT ARBFT
BN RAFNEBERENRITER T
2,159 549
83
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The Group's profit before tax is arrived at after charging/(crediting): AREBERBRBADEF L& NG (5t A) T3& 18
REETE -
Group
rEE
2011 2010
—E2——F —ZT-FF
Notes RMB’000 RMB’000

(3K AR®T R ARETT

Cost of inventories sold BEEFERAR 712,052 902,667
Depreciation e 14 27,163 24,742
Recognition of land use rights* 3k FRRERE R 15 1,041 1,041
Research and development costs: T MR AN

Amortisation of intangible assets** IR R 17 1,091 1,061

Current year expenditure REETH 31,196 27,088

32,287 28,149

Minimum lease payments under KEROT 2 &ERS

operating leases:

Buildings B 1,831 1,579
Auditors’ remuneration BN S 1,200 1,100
Employee benefit expense (including EERAFAL (BRESHS

directors’ remuneration (note 7)): (OETDE

Wages and salaries IENHS 74,141 69,523

Equity-settled share option expense BARSAE 7 {5 RO BB AR A i S 3,374 187

Retirement benefits RIKAER 9 7,134 6,701

Accommodation benefits FE A& 9 3,074 2,718

Other benefits H b1z F 12,912 10,629

100,635 89,758
Foreign exchange differences, net N ZRE - R (3,316) (265)
Reversal of impairment of trade receivables #[ElfEWE 51 IBRE (225) (190)
Write-down of inventories to net FEMBZER #IRFE
realisable value 4,062 1,524
Fair value loses/(gains), net: RREREE (W) 5
Equity investments at fair value through BRBmARRBERZ RERE

profit or loss 1,630 62)
Bank interest income HRITHBHA (3,801) (2,308)
Loss on disposal of items of property, HEYE  BENMXKESHEBNEIR

plant and equipment 473 144
Gain on disposal of equity investments HEFEBBRARRENERZ B
at fair value through profit or loss KB W (92) (54)
* The recognition of land use rights for the year is included in * FRM T EARERERT AGE RmR [TTHE
"Administrative expenses” on the face of the consolidated income Al
statement.
**  The amortisation of intangible assets for the year is included in “Other * FRNETEERETAGERERNHME
expenses” on the face of the consolidated income statement. Fle
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Directors’ remuneration for the year, disclosed pursuant to the BiE TR REB QN THEFIFE 161 iR EER
Listing Rules and Section 161 of the Hong Kong Companies MESMESHT :
Ordinance, is as follows:

Group

REE
2011 2010
—g-——% —T-ITF
RMB’000 RMB’000

AR®TR ARET T

Fees ik 632 610
Other emoluments: EL 0B -
Salaries, allowances and benefits in kind e EMNREYER 2,694 1,996
Equity-settled share option expense VA RSCHE S2 <8 £ i s i A 2 233 S
Pension scheme contributions RIS IR 52 52
2,979 2,053
3,611 2,663
(a) INDEPENDENT NON-EXECUTIVE DIRECTORS (a) BIUFHITES
The fees paid to independent non-executive directors during RNEEBIERITEFTORSAT

the year were as follows:

2011 2010
—g——% —2-2F
RMB'000 RMB’000

AR®T R ARETT

Mr. Pan Xue Tian EEBEMELA 124 124
Mr. Choi Tat Ying Jacky FOESE 124 124
Mr. Sik Siu Kwan (resigned on 9 July 2010) Bk (R E—FF+ A LR
BHE) — 62
Mr. Lo Tung Sing Tony BRERE(RZZE—ZF+H—H
(appointed on 1 October 2010) HEZRT) 124 33
372 343
There were no other emoluments payable to the independent REEWEEMNBIIFRITESNEMMES
non-executive directors during the year (2010: Nil). (ZZE—ZF : 8|) -
85
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(b) EXECUTIVE DIRECTORS AND A NON-EXECUTIVE (b) HITESER—BHHITES
DIRECTOR
Salaries, Equity
allowances settled Pension
and benefits  share option scheme
in kind expense contributions Total
Fees %€ 2R LUREXMAH k€ remuneration

e RENEN BEERX AT [
RMB’000 RMB’000 RMB’000 RMB’000 RMB000
ARBTRE AREMTR AR®TRT AR®TR AR®TR

2011 —B2——F
Executive directors: WITES
Ms. Li Kei Ling FHILT 40 797 — 13 850
Mr. Hung Yung Lai RRRIIE LA 40 513 — 13 566
Mr. Li Tung Ming ZHAKE 40 513 — 13 566
Mr. Gao Yi B 40 871 233 13 1,157
160 2,694 233 52 3,139
Non-executive director: FHITES -
Mr. Leung Hong Man REREE 100 — — — 100
260 2,694 233 52 3,239
Salaries, Equity
allowances settled Pension
and benefits  share option scheme
in kind expense  contributions Total
Fees ¥re 2B DARIESIRIH BR&  remuneration
we  REDEN  BRERX AT IR [t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETRT AR%®TT ARETRT AR%TxR
2010 —2-2F
Executive directors: WTES:
Ms. Li Kei Ling FHE T 42 397 — 13 452
Mr. Hung Yung Lai RERIE A 42 397 — 13 452
Mr. Li Tung Ming FRAKE 42 397 — 13 452
Mr. GaoYi =L 42 805 5 13 865
168 1,996 5 52 2,221
Non-executive director: FEHITES -
Mr. Leung Hong Man RRELE 99 — — — 99
267 1,996 5 52 2,320
There was no arrangement under which a director waived or FABMEESHNEXRERETAMESHZ
agreed to waive any remuneration during the year. B

= RiLEH (R ERA R



The five highest paid employees during the year included four (2010:
two) directors, details of whose remuneration are set out in note 7
above. Details of the remuneration of the remaining one (2010:
three) non-director, highest paid employee for the year is as follows:

Salaries, allowances and benefits in kind e SRR EYET
Equity-settled share option expense VARSHE 32 {<F ) R AR A 5 =2
Pension scheme contributions RN FT B

The number of non-director, highest paid employee whose
remuneration fell within the following bands is as follows:

Nil to HK$1,000,000 ZZ %% 1,000,000 7T

During the year, no share option was granted to any non-director,
highest paid employee in respect of his services to the Group.

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

REH
2011 2010
—g——% —T-ITF
RMB’000 RMB’000

AR®T R ARETTT

534 1,742
— 3
10 88

544 1,778

Mee@ENF T IARNFEERESHMET
BABLAT :

Number of employees
EEAH
2011 2010
—E——F —E—FF
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As stipulated by the People’s Republic of China (the “PRC") state
regulations, the Mainland China Subsidiaries participate in a defined
contribution retirement scheme. All employees are entitled to an
annual pension equal to a fixed proportion of the average basic
salary amount of the geographical area of their last employment at
their retirement date. The Mainland China Subsidiaries are required
to make contributions to the local social security bureau at 20% to
22% (2010: 20% to 22%) of the previous year's average basic salary
amount of the geographical area where the employees are
employed by the Mainland China Subsidiaries.

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

According to relevant rules and regulations of the PRC, the Mainland
China Subsidiaries and their employees are each required to make
contributions to an accommodation fund at 8% to 10% (2010: 8% to
10%) of the salaries and wages of the employees which is
administered by the Public Accumulation Funds Administration
Centre. There is no further obligation on the part of the Group
except for such contributions to the accommodation fund.

As at 31 December 2011, the Group had no significant obligation

apart from the contributions as stated above.

The major components of income tax expense for the years ended
31 December 2011 and 2010 are:

BHRBIBREREATE  PRAERBARESEE
ZRBETE - FTERENERKAYERZERES
RESEMHFHEATFSMNEEL A ENF
ERKE - FRAEHBARERE L SRER
MR HIRE B ZER T B AREH B A Al E A
FERFHEARFEMA%ER%(Z T —TF:
20% &= 22%) 5T & ©

B B FE MM - ARBAER A EAR
K@ H) -

RIEFBIR BRI RER - FERKRENB AR R
FERESALERENHF SR TENEKE 10%
(ZZE—ZF : 8% 2 10%) A—BHABELEEH
LDEEBMNFREESHR - RZERFBEEESH
WIS REEWEEAMEFAT o

RIZB——F+"A=+—H  BLd#Hz - K&
SEYEEMEAERE -

HE—_Z——FR-_ZT—FTF+-_A=+—HIE
FEMBREYHMEBSAHAKIBLWOT ¢

Group
rEH
2011 2010
—E2——F —T-FF
RMB’000 RMB’000
ARET R ARBTT
Current income tax BRI
Current income tax charge B HIFT SR S 1 27,644 35,612
Adjustments in respect of current income tax BB FFEESHEH AR
in previous years (1,734) (1,192
Deferred income tax (note 28) EREFETE (P 28) 6,970 7,621
Total tax charge for the year REEHIESL H 4R 32,880 42,041

% RiLEH (R ERA R




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

The subsidiary incorporated in the British Virgin Islands (“BVI") is not
subject to income tax, as this subsidiary does not have a place of
business (other than a registered office only) or carry out any
business in BVI.

The Hong Kong subsidiaries are subject to a statutory corporate
income tax rate of 16.5% (2010: 16.5%) under the income tax rules
and regulations of Hong Kong. No provision for Hong Kong profits
tax has been made as the Group had no assessable profits arising in
its respective Hong Kong subsidiaries during the year (2010: Nil).

According to the PRC Enterprise Income Tax Law effective from 1
January 2008, the Mainland China Subsidiaries are all subject to
income tax at the rate of 25% on their respective taxable income.

On 21 October 2008, Suzhou Dawnrays Pharmaceutical Co., Ltd.
(“Suzhou Dawnrays Pharmaceutical”) was qualified as a
High-New Technology Enterprise (“HNTE") of Jiangsu Province. As
a result, Suzhou Dawnrays Pharmaceutical had been entitled to a
concessionary rate of income tax at 15% for three years commencing
1 January 2008. During the year ended 31 December 2011, Suzhou
Dawnrays Pharmaceutical renewed the qualification of the HNTE of
Jiangsu Province. As a result, Suzhou Dawnrays Pharmaceutical is
entitled to a concessionary rate of income tax at 15% for three years
commencing 1 January 2011.

All other subsidiaries in Mainland China are subject to the corporate
income tax rate of 25% in 2011.

Pursuant to the PRC Corporate Income Tax Law, a 10% withholding
tax is levied on dividends declared to foreign investors from the
foreign investment enterprises established in Mainland China. The
requirement is effective from 1 January 2008 and applies to earnings
after 31 December 2007. A lower withholding tax rate may be
applied if there is a tax treaty between Mainland China and the
jurisdiction of the foreign investors. For the Group, the applicable
rate is 5%. The Group is therefore liable to withholding taxes on
dividends distributed by those subsidiaries established in Mainland
China in respect of earnings generated from 1 January 2008.

31 December 2011 R=F——&F+=A=+—H
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A reconciliation of the tax expense applicable to profit before tax at
the statutory rates for the countries or jurisdictions in which the
Company and the majority of its subsidiaries are domiciled to the
tax expense at the effective tax rates, and a reconciliation of the
applicable rates to the effective tax rates, are as follows:

3BT RR B A M I AR A R R E KRR 8 A
ARMEER AR EE B R E 2 BEX H A
NERBEABEZRAS B - WERH R R
BIRBRZ $RRMT

Group

rEE
2011 2010
—g-—-% ~T-TF
RMB'000 RMB'000

AR®T R ARETTT

Accounting profit before income tax BRETS R AT 2 5 R 7 179,187 208,879
At the PRC's statutory income tax rate of 25% R BDEEPISH % 25% (Z 2 —24F

(2010: 25%) 25%) 44,797 52,220
Tax effect of profits entitled to tax concession or  A] ZF{IBE 2% Flsk B bR E 1T

lower tax rate enacted by local authority BREHR R 2 RIFTE (16,664) (17,483)
Effect of withholding tax on the distributable AEEFEMBAR A2 EZ

profits of the Group's PRC subsidiaries SEEETYZ 7,444 7,679
Adjustments in respect of current income tax of ~ BRBEAEFEE BAER 2 7%

previous years (1,734) (1,192
Expenses not deductible for tax A HF 2B Y 586 771
Tax credit for qualified research and FFE DNETHOBR G B B B B R TS B

development expense (1,989) —
Tax losses not recognised REERTIAEE 440 745
Tax losses from previous periods utilised A A LART 4 [ el 0T T E5 18 — (699)
At the effective income tax rate of 18.35% RERATSHMHE18.35% (2T —FF :

(2010: 20.13%) 20.13%) 32,880 42,041

The consolidated profit attributable to owners of the parent for the
year ended 31 December 2011 includes a profit of RMB64,184,000
(2010: RMB47,377,000) which has been dealt with in the financial
statements of the Company (note 31(b)).

7 RiLEH (R ERA R

HE-"T——F+-A=1+—BIAEEFAA
BB ABEZRERFTFREEEARAMBEIRE
AP R B A 55 I A R #564,184,000 T ( — T — T4 ¢
AR # 47,377,000 70) (P 5E 31(b))
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Company
AATF
2011 2010
—B——F —ET-EF
RMB’000 RMB’000
ARET R ARBETFIT
Interim — HK$0.020 (2010: HK$0.020) per FRERRR B - AR S5 0.020 T
ordinary share (ZZ—Z4 : B¥0.0207T) 13,070 13,726
Proposed final — HK$0.068 (2010: HK$0.078) per  #8K AR EAAL S : T @S 0.068 7T
ordinary share (Z=—Z%F : B%00787T) 44,127 52,472
57,197 66,198

The proposed final dividend for the year is subject to the approval
of the Company's shareholders at the forthcoming annual general
meeting.

The calculation of basic earnings per share is based on the profit for
the year attributable to ordinary equity holders of the parent, and
the weighted average number of ordinary shares of 797,935,616
(2010: 793,033,436) in issue during the year.

The weighted average number of ordinary shares used in the
calculation of diluted earnings per share is the number of ordinary
shares in issue during the year, as used in the basic earnings per
share calculation, and the weighted average number of ordinary
shares assumed to have been issued at no consideration on the
deemed exercise or conversion of all dilutive potential ordinary
shares into ordinary shares.

BRENORBREFHARARRPBEBFR
SRS -

EREABFERE AR L BRESTE ARG
AEEGRHNRFAEBITE BB D Z NETFH
1% £0797,935,616 1% (ZFE—Z 4 : 793,033,436 A% )

oy
ATE -

RSt S MR SR E 0 L BRI 2 T
SRBRIEA (i H S RER BN F RS BT
MRS - 0L 7 AT o B AR (A
HIBR T BRI & A BT EBR 2 ETY
B -
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The calculations of basic and diluted earnings per share are based TIRAEFEGRERZTN REEZGRAR
on: R
2011 2010
—B——F —=—2F
RMB’000 RMB'000

AR®TR ARET T

Earnings B3
Profit attributable to ordinary equity holders A EE R ER B AL R
of the parent 146,307 166,840
Number of shares
RO HE
2011 2010
—B——F —=—ZF
Thousands Thousands
Tz Tz
Shares IR
Weighted average number of ordinary shares in - 5t & &R EAEF FTERAF AN T
issue during the year used in the basic AR NAE T
earnings per share calculation 797,936 793,033
Effect of dilution — weighted average number of  EL#E 222 — N 15 L@ ARAR B
ordinary shares:
Share options B A i 3,163 3,935
Weighted average number of ordinary shares TS EEH ARRE 2 T
adjusted for the effect of dilution T AR X 801,099 796,968

e RiLEH (R ERA R



Cost:

As at 1 January 2010

Additions

Transferred from
construction in progress
(note 16)

Disposals

Exchange realignment

As at 31 December 2010
and 1 January 2011

Additions

Transferred from
construction in progress
(note 16)

Disposals

Exchange realignment

As at 31 December 2011

Accumulated
depreciation and
impairment:

As at 1 January 2010

Depreciation provided for
the year

Disposals

Exchange realignment

As at 31 December 2010
and 1 January 2011

Depreciation provided for
the year

Disposals

Exchange realignment

As at 31 December 2011

Net book value:
As at 31 December 2011

As at 31 December 2010
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Machinery
and other
equipment Office Motor
Buildings H2ER  equipment vehicles Total
BF Hit:kE BOERE RE B
RMB’'000 RMB'000 RMB'000 RMB'000 RMB’'000
AR¥ETT ARETT ARBTT ARBTT AREBTT
121,902 239,365 8,012 10,740 380,019
— 5,143 701 1,000 6,844
12,487 26,884 233 426 40,030
(2,466) (2,700) (640) (1,008) (6,814)
= — 21) = 1)
131,923 268,692 8,285 11,158 420,058
— 7,410 816 1,428 9,654
9,448 17,326 267 33 27,074
(163) (1,792) (283) (350) (2,588)
_ — (29 — (29)
141,208 291,636 9,056 12,269 454,169
29,161 87,260 5,677 7,735 129,833
5774 17,048 767 1,153 24,742
(705) (1,724) (577) (207) (3,213)
_ — (20) — (20)
34,230 102,584 5,847 7,981 150,642
6,197 19,258 734 974 27,163
(17) (1,368) (250) (296) (1,931)
_ — 28) — (28)
40,410 120,474 6,303 8,659 175,846
100,798 171,162 2,753 3,610 278,323
97,693 166,108 2,438 3,177 269,416
93
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94

The Group's land use rights represent prepaid land lease payments B 2+ AR RS EHAOTEN 2 T 7
under operating leases and their carrying amounts are analysed as ERNHEBRERESITHT :
follows:
Group
rEE
2011 2010
—B——F —E-FF
RMB'000 RMB’000

AR®FR ARET T

Carrying amount at 1 January R—A—BRAEE 46,421 47,462
Recognised during the year FRER (1,041) (1,041)
Carrying amount at 31 December R+=—A=+—HE®EE 45,380 46,421
The land use rights of the Group are situated in Mainland China and KB IFA 2 1 0 AR AL 5 B R B I 42 h B
are held under a medium term lease. GEROESZEIE
Group
AEE
2011 2010
—B-—F —ZT-TF
RMB'000 RMB’000

As at 1 January

Additions

Transferred to property, plant and equipment
(note 14)

As at 31 December

RiLEH (R ERA R

AR®TR ARETT

R—HA—H 117,030 85,699
NE 138,118 71,361
BEYE - BB M&E (KE14)

(27,074) (40,030)
R+=Z—A=+—8 228,074 117,030
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Group
5
2011 2010
—B—-f e S 33
Deferred Deferred
development development
costs Software Others Total costs Software Others Total
BEEBRE it it 85  EERENA qit Eth #3
RMB'000 RMB'000 RMB'000 RMB'000 RMB000 RMB000 RMB'000 RMB'000
ARETR  ARETR  AR%TR AR¥TT ARETT  ARETT  ARETRT  ARETE
Cost: A
Asat 1 January n—A—-H 26,096 2,148 588 28,832 25571 2054 588 28213
Additions NE 4,000 123 - 4,123 525 94 — 619
As at 31 December Wt=A=t+-8 30,096 2271 588 32,955 26,096 2148 588 28,832
Accumulated amortisationand R ##ERAE :
impairment:
Asat 1 January iz = 12,843 724 351 13918 11,782 512 24 12,528
Amortisation provided for ERgEH
the year 1,09 223 119 1,433 1,061 212 "7 1,390
As at 31 December RM+=A=1+-8H 13,934 947 470 15,351 12,843 724 351 13918
Net book value: BEFE:
As at 31 December “+=A=1+-H 16,162 1,324 118 17,604 13253 1,424 237 14914
As at 1 January w—A—8H 13,253 1,424 237 14,914 13,789 1,542 354 15,685
Company
RAE
2011 2010
—E2——F —E-TF
RMB'000 RMB'000
ARET R ARBEFIT
Unlisted shares, at cost JEETARD - Ak AN 76,370 80,119
Amounts due from subsidiaries i NG E 201,636 203,031
278,006 283,150
The amounts due from subsidiaries of RMB201,636,000 (2010: JE YT I B A B3R 1B A R #E 201,636,000 7T (— 2 —F

RMB203,031,000) are non-interest-bearing which, although
technically repayable under the original terms of the transactions

giving rise thereto, have been deferred for a longer term and are

therefore classified as non-current.

F : AR¥203,031,0007T) BRTFI SR - 8
REMT EI S ZSEHBEIRAEBIZRA KGRI

BER  BEFREEE  Rito

©
R

BRIERDE

95
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Particulars of the subsidiaries are as follows:

Place of
incorporation/
registration and Nominal value
operations of issued share/
Name MR paid-up capital
NI RE I ERIT EHEBRA
Directly held
BE#FF
Dawnrays International British Us$100
Company Limited Virgin Islands 1003 7T
RinBEEREAR AR EEERRES
Indirectly held
B#EHE
Dawnrays International Hong Kong HK$500,000
Company Limited BB 500,000 77T
RInBER M AR DA
Suzhou Dawnrays Mainland China US$45,000,000
Pharmaceutical Co., Ltd.* AR BIARE 45,000,000 37T
MR R ERR AR
Su Zhou Dawnrays Mainland China US$6,000,000
Pharmaceutical Science L= 6,000,000 27T
and Technology Co., Ltd.#
BN R I B SRR AR AR
Dawnrays Pharma (Hong Hong Kong HK$500,000
Kong) Limited 5% 500,000/ 7T
RInZ % (BB)BARAA
Guangdong Dawnrays Mainland China RMB3,000,000
Pharmaceutical Co., Ltd.* A B KRE AR 3,000,000 7T
BREImEX R A E
Dawnrays (Nantong) Mainland China US$10,000,000
Pharmaceutical Science =TS 10,000,000 2 7T
and Technology Co., Ltd.#
R (RO i) B8 SRR
BRAE
4 These subsidiaries were registered under the PRC law as foreign-

owned enterprises.

RiLEH (R ERA R

B AR T :

Percentage of

equity attributable
to the Company
AT EMS
REFDLE
100%
100%
100%
100%
100%
100%
100%
0 %%

Principal activities

ERER

Investment holding
RE R

Investment holding and
sale of pharmaceutical
products

BB PR K iHE B B

Manufacture and sale of
pharmaceutical products
BlE NN E B E R

Manufacture and sale of
pharmaceutical
intermediates

BlE R IHE B R ELE

Sale of pharmaceutical
products
HERBEEmM

Sale of pharmaceutical
products
THE B EEE m

Manufacture and sale of
pharmaceutical
intermediates

B R SHE B LR 48

MIE A RRTBEUREEMRINIRERE -
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Group

AEE
2011 2010
—g®-——-F ~T-%TF
RMB'000 RMB’000

AR®TR AR¥ETT

Raw materials (at cost) B E (AR AFHE) 26,192 36,998
Work in progress (at cost or net realisable value) — 7E&L 5 (AR AN 3k AT & 38 5B TE) 68,024 101,055
Finished goods (at cost or net realisable value) RUpk fm (CARK AN r] B4 35 FE 1B ) 81,794 43,815
176,010 181,868
The carrying amount of inventories carried at fair value less costs to NARBEREEMTRANEFEREHERARE
sell was RMB29,112,000 (2010: RMB4,903,000). 29,112,000 T(ZE—Z4F : AR 4,903,0007T) °
Group
REE
2011 2010
—2——fF —TEF
RMB'000 RMB’000

ARBTR AR¥ETT

Trade receivables FEWE 5 FIE 209,467 236,904
Impairment RIE (1,017) (4,161)

208,450 232,743
Notes receivable FEWZ IR TRIA 234,539 266,752

442,989 499,495
The Group's trading terms with its customers are mainly on credit, BRETEPE —REEMRIEIN AEBXEBIREZEEH
except for new customers, where payment in advance is normally NERFPRG - MEERFEEH—MKAEH=(
required. The credit period is generally for a period of three months R BUEPHREEERTE AEEREERH
for major customers. Each customer has a credit limit. The Group REZRWKFIE - WRBEEEEBIEEEFER
seeks to maintain strict control over its outstanding receivables and R oMEREET e F R BmEIATR - ERMNU L
has a credit control department to manage credit risk. Overdue Frii & BRI A& B H B E 5 58S R AE TR
balances are reviewed regularly by senior management. In view of BFE  ARTESEETHNEERR - BRZEZ K&
the aforementioned and the fact that the Group's trade receivables ZEFIBDFHE

relate to a large number of diversified customers, there is no
significant concentration of credit risk. Trade and notes receivables
are non-interest-bearing.

—E——FR Z
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An aged analysis of the trade receivables and notes receivables as at

R ERR - REBEHRNEKRE S RFRERIEN

the end of the reporting period, net of provisions, is as follows: FRECHITAOT ¢

Trade receivables
Outstanding 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
Outstanding balances with ages:
Within 90 days
Between 91 and 180 days

Notes receivables amounting to RMB20,000,000 were pledged to

secure a bank loan (Note 26).

7% RiLEH (R ERA R

Group

KK
2011 2010
e e
RMB'000 RMB’000

AR®TR ARETT

FEWE 5 FE
RAR IR B 5 B R R ERER
90H A 195,422 220,780
91£180H 12,528 11,921
1812 270H 492 23
2712360 H — 8
—FLAE 8 1
208,450 232,743
Group
REE
2011 2010
=F——5 —T-TF
RMB'000 RMB’000
AR®TT ARETTT
FEUW R IR TR
RARECE] D B M R ERFR
90HK 37,782 201,730
912180 H 196,757 65,022

234,539 266,752

JEUZ1E$ %8 A R 20,000,000 7T 2K IAE R — 5
RITEFR (FFFE26) ©



The movements in provision for impairment of trade receivables are

as follows:

At 1 January
Impairment losses recognised

Amount written off as uncollectible

Impairment losses reversed

At 31 December

R—HA—H

B HERREEE

B AERRE 2 28
ERERERE

W+=-RA=+—H

The above provision for impairment of trade receivables is

provided for individually impaired trade receivables with an
aggregate carrying amount before provision of RMB1,017,000 (2010:
RMB4,161,000). The individually impaired trade receivables relate to
customers with financial difficulties. The Group does not hold any

collateral or other credit enhancements over these balances.

The aged analysis of the trade receivables that are not considered

to be impaired is as follows:

Neither past due nor impaired
Less than three months past due
Over three months past due

AR FL A K% I RS (B
BHOR3IMEA
B 3ME A A L

Receivables that were neither past due nor impaired relate to a large

number of diversified customers for whom there was no recent

history of default.

31 December 2011 R=F——&F+=A=+—H

JEWE SRR R EEEZE T

Group

KK
2011 2010
—E2——-F —TEF
RMB'000 RMB’000
ARBFR AR¥ETT
4,161 5,232
2 -
(2,921) (917)
(225) (154)
1,017 4,161

FiiERE S BOBH R ERE B EN R
BEARKE10170000(ZE—FF: ARK
4,161,0007T) K E B ERE R W E 5 FIBETIE © %
LERERERKE SRIBHEEAMEEREZ
BEER AEEVWERZSEHMIFEETAER
MR E A E B IR S B ©

REWERENERE ZKRIBEREITOT

Group

AEE
2011 2010
—E——F —E—FF
RMB'000 RMB’000
AR®TR ARETT
195,422 220,780
12,528 11,921
500 42
208,450 232,743

R 780 50 e 2 S Rk 1B Y B OB T B K 8 HR O AR
BHUELNZREFPEM -
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100

Receivables that were past due but not impaired relate to a number
of independent customers that have a good track record with the
Group. Based on past experience, the directors of the Group are
of the opinion that no provision for impairment is necessary in
respect of these balances as there has not been a significant change
in credit quality and the balances are still considered fully
recoverable. The Group does not hold any collateral or other credit
enhancements over these balances.

BHEYERENEKFENES L EANEE®
RRIFEECENEIEPEH - ERAELR
REBEERRBERZTERELRERSE -
REEERYEBREREE - MARBERTIBR
AR ZBURE - AEKBEY B F AR A T
HR RS REE M E BI85 -

Group Company
rEE A
2011 2010 2011 2010
—B——fF —E-TF —2——fF —E-TF
RMB’'000 RMB'000 RMB'000 RMB’000
ARBTR AREFT AR®T T ARETTT
Prepayments FE IR 10,016 11,051 163 187
Deposits and other receivables %4 & H b e Yk 1E 2,876 779 — —
12,892 15,830 163 187
None of the above assets is either past due or impaired. b EEARE BRI ERE o
Group Company
rEE AAH
2011 2010 2011 2010
—2——fF —ET-EF —2——fF —E-TF
RMB'000 RMB'000 RMB'000 RMB’'000
AR¥T T AREFT AR¥T T AR¥EFTT
Listed equity investments, FTRERE
at market value: RHE :
Hong Kong a8 4,707 6,244 4,707 6,244

The above equity investments at 31 December 2011 and 2010 were
classified as held for trading, and were, upon initial recognition,
designated by the Group as equity investments at fair value through
profit or loss.

RiLEH (R ERA R

RZE—ZTFR-FT——F+-A=+—80 " Ll
RIEFRENDERUAR G RBENMBBENIRE « £
BHRRRWAEBIEEAERBERUNAREBETYEK
HIRERE -
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Group Company
rE PN
2011 2010 2011 2010
—=E——F —ZT—FF —E2——F —T-FF
RMB’'000 RMB'000 RMB'000 RMB'000
AR®T T ARETFT AR®T T ARBETTT
Cash and bank balances HE RIRTER 165,769 200,675 1,825 4,533
Short-term deposits = EFR 20,330 60,000 — —
186,099 260,675 1,825 4,533
Less: Restricted bank balances & : AR{TERM
for bank loans (note 26) PR 2 $RAT
Frak (B5E 26) — (49,700) — =
Pledged bank deposits AIRITERM
balances for bank loans 2R 2 RIT
(note 26) TFaR (M15E 26) (88,294) — — —
Cash and cash equivalents HeMREeEEY 97,805 210,975 1,825 4,533

At the end of the reporting period, the cash and bank balances and
short-term deposits of the Group denominated in RMB amounted
to RMB166,749,000 (2010: RMB243,754,000). The RMB is not freely
convertible into other currencies. However, under Mainland China'’s
Foreign Exchange Control Regulations and Administration of
Settlement, Sale and Payment of Foreign Exchange Regulations, the
Group is permitted to exchange RMB for other currencies through
banks authorised to conduct foreign exchange business.

Cash at banks earns interest at floating rates based on daily bank
deposit rates. Short-term time deposits are made for varying periods
of between one day and three months depending on the immediate
cash requirements of the Group, and earn interest at the respective
short-term time deposit rates. The bank balances 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.

REREER - AEBRBAARBHR G RIRITE
T RS BT A (E AR 166,749,000 T (-2 —F
& AR¥243,754,00070) - ARBIFATEHH
BAHMEE AW RIEP B KEINEES HIER
TAETE - EEENESIEAR  AEEEESBRE
FRETTINEEBNRITIBARB R AHMER o

RITERAOF BIR A BE AN R ERER - FEHE
HEFPRAF—BE=EAITE  BFAEED
HReFRME » LA FE A AR 5 BA7F 50R) R BREX
ME - RITHREFEANEHRETRER - FER
HFEISRTTH - MENREFBEYREMERIER
SfE e
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An aged analysis of the trade payables and notes payables as at the
end of the reporting period is as follows:

RBEHRNENE S RENRIERIBRE ST
LUNE
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Group
#%EE
2011 2010
—B——F —E-TF
RMB'000 RMB’000
AR®T T AREBFIT
Outstanding balances with ages: RERER B DAY M R ERFE -
Within 90 days 90HK 72,695 263,360
Between 91 and 180 days 912180 H 193,112 159,562
Between 181 and 270 days 181 & 270H 2,596 3,056
Between 271 and 360 days 2712360 H 140 215
Over one year —F LA E 669 851
269,212 427,044
The trade payables are non-interest-bearing and are normally JERTFRIA T DGR B R —RRIE L+ B BRERERAT -
settled on 90-day terms. The carrying amounts of the trade and ENESRFEEFRIBZ RAERE QA ERE
notes payables approximate to their fair values.
Group Company
rEE RN
2011 2010 2011 2010
—B——f —E-TF —E——f —E-TF
RMB’000 RMB'000 RMB’000 RMB’000
AR¥TR ARETFT ARBT T ARETT
Advances from customers TR BR K 1,646 6,241 — —
Accruals EIRE R 10,730 12,601 316 652
Taxes other than corporate MR EFTE RN T IE
income tax 7,281 5,747 — —
Payable for purchases of IR M TR
machinery and construction EJEAREN
of buildings 36,728 37,026 —_ —
Other payables H b RS 30 14,669 14,884 4 352
71,054 76,499 320 1,004
Other payables are non-interest-bearing and have an average HiEN R TR B RN AR AAEE o

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

RiLEH (R ERA R
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GROUP

Current

Bank loan — unsecured
Bank loan — unsecured
Bank loan — secured
Bank loan — secured

GROUP

Current

Bank loan — unsecured
Bank loan — unsecured
Bank loan — unsecured

=

EHMORITER
EHMORITER
Eﬁ#%ﬁﬂ%%
EERRITER

=

EHMNRITER
ﬁﬁ#%ﬁﬁ%%
EEMORITER

* Hong Kong Inter-Bank Offered Rate

*%

Effective
interest rate (%)

BEFR (%)

HIBOR*+1.50%
HIBOR*+1.50%

2.06%
HIBOR*+4.30%

Effective
interest rate (%)

BRI (%)

HIBOR*+1.35%
1.85%
HIBOR*+1.50%

The bank loan is secured by the pledge of certain of the Group's

pledged bank deposits amounting to RMB88,294,000 (Note 23).

The bank loan is secured by the pledge of certain of the Group's

notes receivables amounting to RMB20,000,000 (Note 20).

KKKk

The bank loan was guaranteed by the certain of the Group's restricted

bank deposits amounting to RMB49,700,000 (Note 23).

The Group’s remaining bank loans are guaranteed by corporate

guarantee of the Company and its subsidiaries. The carrying

amounts of the Group's bank loans approximates to their fair values.

31 December 2011 R=F——&F+=A=+—H

REH
2011
—E——fF

Maturity Original Equivalent
A R#E HER
HK$'000 RMB'000
BT ARBTT
2012 2,000 1,622
2012 6,000 4,867
2012 105,000** 85,167
2012 23,180*** 18,802
136,180 110,458

A

2010
—ET-TF

Maturity Original Equivalent
ZHAE R EESS
HK$'000 RMB’000
BT AREFIT
2011 16,000%*** 13,615
2011 40,000%*** 34,037
2011-2012 4,000 3,404
60,000 51,056

*%

*kkK

EBIRTTRZERE

ZERTERAASECRBEITEREARE
88,294,000 7T (17 23) HIFHEIR ©

ZERTEFBHAEREREZRS
20,000,000 7T (i 7 20) #EIFHE(R ©

KA AR

ZERITERAREEUZRE ZRITEREA
R ¥ 49,700,000 7T (i 3E 23) #E1R ©

AEBEEBRERB AR R R EALODHERRER
AER - AEBNRTEREMERE QXA ENR
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Analysed into:
Bank loans repayable:
Within one year or on demand

At 1 January
Received during the year
Released to the income statement
Offsetting the carrying amount of the related
property

At 31 December

e RiLEH (R ERA R

Group
# e
2011 2010
—E——F —E—ZF
RMB'000 RMB'000
AR¥T T ARBT T
DR
IRITERRAE KA
DR—FFIRF R 110,458 51,056
Group
rEE
2011 2010
—E——F =25
RMB’000 RMB'000
AR®T T ARBFIT
n—A—H —_ 1,120
4 N ERAS B BT 7 3R 8,288 4,475
ST AMER R (6,788) (4,475)
RRABRE Y R AR E A
—_ (1,120)
R+=ZA=+—H 1,500 —




The movements in deferred tax assets and liabilities during the year
are as follows:
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FRBRERBREERBBZESHNT

DEFERRED TAX ASSETS EEREEE
Group E Provision
BiE
RMB'000
AREFT
At 1 January 2010 RZE—TF—H—H 1,206
Deferred tax credited to the consolidated FARARGE W RIE R Z ELEFIE (BE10)
income statement during the year
(note 10) 58
Deferred tax assets at 31 December 2010 R-E—EF+_A=+—HBEK-_ZT—F—H—H
and 1 January 2011 ZIRIETIAE R 1,264
Deferred tax credited to the consolidated FRREGERERE R 2 EEFIE (M1 10)
income statement during the year
(note 10) 474
Deferred tax assets at 31 December 2011 R-E——F+_A=1+—"HZELEHBEBEE 1,738

The Group has tax losses arising in Mainland China of RMB1,570,392
(2010: Nil) that will expire in one to five years for offsetting against
future taxable profits for which no deferred tax assets have been
recognized, as they have arisen in subsidiaries that have been loss-
making for some time and it is uncertain that taxable profits will be
available against which the tax losses can be utilized.

REB R B KRS HIIEE B A R1,570,392
TT(ZE—ZFF &) JREREER—ERAFR
B EAR R R ER BRI - B EEEEENETER
BEEMAER BELBERELBEEE —BE
MEMBAR @ TMEEEE A RERT = AR
HIHZ ERMIAEK -

DEFERRED TAX LIABILITIES BEEHEAR
Group REHE Withholding tax
siEilk)
RMB'000
AREFTT
At 1 January 2010 RZZE—TF—H—H 5,998
Deferred tax charged to the consolidated FARERE W R 2 BERIE (H15E10)
income statement during the year
(note 10) 7,679
At 31 December 2010 and 1 January 2011 R_BE—ZEF+-_A=+—AK=_F——F—HA—H 13,677
Deferred tax charged to the consolidated FRRGRE e = 0B 2 RS E (M13E 10)
income statement during the year
(note 10) 7,444
Payment B AHRIER (4,889)
At 31 December 2011 RZE—FF+=-A=1+—H 16,232
105
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SHARES

Authorised:

10,000,000,000 (2010: 10,000,000,000) ordinary

shares of HK$0.1 each

Issued and fully paid:

798,584,000 (2010: 797,044,000) ordinary

shares of HK$0.1 each

Equivalent to RMB’000

During the year, 1,540,000 share options under the Company's share
option scheme were exercised. Accordingly, 1,540,000 ordinary
shares of HK$0.1 each were issued as a result of the exercise of share

options.

A summary of the transactions during the year with reference to the
above movements in the Company’s issued share capital is as

follows:

At 1 January 2010
Share options exercised

At 31 December 2010 and
1 January 2011

Share options exercised

At 31 December 2011

Details of the Company’s share option scheme are included in note

30 to the financial statements.

RiLEH (R ERA R

iy

JETE
EREEEE01 THT AR
10,000,000,000 f% (= F —Z4F :
10,000,000,000 %)

BRITRETE -
FREEAE0.1 TH L B
798,584,000 f% (=& —Z4F :
797,044,000 f%)

FEARETT

&

28 bt
AT

88 -

2011 2010
—g—-F —2-2F
HK$'000 HK$'000
BT BETR
1,000,000 1,000,000
79,858 79,704
84,707 84,578

R+ 1,540,000 B IE AR R BB R E] 2
IER B JEIT(FE o E L+ 1,540,000 f% & f% m B 7
01 T2 EBRKE FZSEREETEmRT -

ARAREHITRARANFENR S

Share
Number of premium
shares in issue Issued capital account Total
ERTROBE B#ITRA R GHE R
HK$'000 HK$'000 HK$'000
BB TT BT T BT T
RZZE—ZTF—-H—H 786,416,000 78,642 57,271 135,913
BEITER A 10,628,000 1,062 7,256 8,318
RZZ—ZF+_H
=T—HARZZE——%F
—A—H 797,044,000 79,704 64,527 144,231
BT ERE 1,540,000 154 1,163 1,317
R-_F——%+_H
=+—H 798,584,000 79,858 65,690 145,548

FBIFE30 ©
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The Company operates a share option scheme (the “Scheme”) for
the purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group's
operations. Eligible participants of the Scheme include the
Company's directors, independent non-executive directors,
employees of the Group and other eligible participants as defined
under the Scheme. The Scheme was adopted on 21 June 2003,
unless otherwise cancelled or amended, will remain in force for 10
years from that date.

The maximum number of shares permitted to be issued upon the
exercise of options under the Scheme is an amount equivalent to
10% of the shares of the Company in issue upon listing. 10%
refreshment of the scheme mandate had been approved at the
annual general meeting of the Company held on 6 May 2011. The
maximum number of shares issuable under share options to each
eligible person in the Scheme within any 12-month period is limited
to 1% of the shares of the Company in issue at any time. Any further
grant of share options in excess of this limit is subject to
shareholders’ approval in a general meeting.

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

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

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

31 December 2011 R=F——&F+=A=+—H

ARBRANBRETE (%) EERY
AEBEBRREHERNSERSEERHR
B RE) - LAt EIMAERSRERREARRE
FEMGFHITES  AKEEBMFERENE
A ERBEE - LN _FT=FA-_+—
BARR - BRIERTTEHKMER] » At B NZ B L
AT ERBERR -

REBZEITERBRENA TETHNRS RO HK
BRESERBRETEREAARAN LHEE %
TN EY 10% ° BHT10% 25T EIREER T ——
FAANBZERRBFRNGELE - HERI121E
ABEAR TZANELEER2EENER
R TEITRERMOEE - UAR B EAEHE
HE BTN 1% BR - L — TR HBEk R
EVEBRHE - AR KRS D ERRILE -

BYARRRIESE - AT 2R IR AR R
TTBREAE RSB FEMITE SRR © s
MAMER12EA AR T AR R EERRABE L
FRTEERRSEMEBH I OERBRERS
ARRRPMEMEE A2 HTROM0.1%  HEH
B AE GRBARQ R RO EEER H A 5
EERETE) #8781 5,000,000 7T + BIZAERERR
RE EBUSBCRBLAE ©

BETBERENZRENZZRBHEF21 B NER
AR ARABRER BRI EMAE - A
X 10ETHRBARE - AEFTSERLBR
BZAREKMEBEENAPEEEEAERHIB
P 4 B 78 TE B0 B O A SRR PR A SR B L - TR
(B NMSHEBHRE G A BES+F)RIEZ
Al IRRITERB AR -

BRENTEENESETE - EIMSERA TSR
BREE - ()ARARONRLBEREE BERR
FRETEREVMTE © R () AR RO R EER LB
HART A (AR 5 B R X P AT e0 SF 9 U B - HEAT
EETELRARREBRAHEE -
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Share options do not confer rights on the holders to dividends or to BRETERETHEATZAEREINBRRERRE
vote at shareholders’ meetings. FREMRER
The following share options were outstanding under the Scheme LA 2 et BIR SF AR T A BB ARAE -

during the year:

2011 2010
—2——F —E-TF
Weighted Weighted
average Number of average Number of
exercise price options  exercise price options
4 INAEFE
THE BREHE THREE fE R R
HK$ ‘000 HK$ ‘000
BT BT
per share per share
KR Tl
At 1 January R—A—H 0.720 5,640 0.673 16,428
Granted during the year FARABEH 3.046 12,900 — —
Exercised during the year FEXNDITE 0.716 (1,540) 0.647 (10,628)
Expired during the year FRB KR — — 0.720 (160)
At 31 December R+=—A=+—~H 2.486 17,000 0.720 5,640
The weighted average share price at the date of exercise for share FA - RIERETTE B AT AR(E R 5 HE2.868
options exercised during the year was HK$2.868 (2010: HK$2.156). (=T —T4F : BE21567T) °
The exercise prices and exercise periods of the share options RIEHIR - RITHEABBARETTEE RITEARE
outstanding as at the end of the reporting period are as follows: I
2011
—B——f
Exercise price*
TR
HK$
Number of options BT
BREHE per share Exercise period
‘000 BR TEE
2,240 0.710 04-04-2008 to 03-04-2013
580 0.800 10-07-2008 to 09-07-2013
480 0.740 01-02-2009 to 31-01-2014
800 0.700 09-12-2009 to 08-12-2014
10,900 3.130 25-03-2012 to 24-03-2017
2,000 2.590 22-06-2012 to 21-06-2021
17,000
108
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2010
—E-TF

31 December 2011 R=F——&F+=A=+—H

Exercise price*

Number of options
EREsE
‘000

3,680
680
480
800

5,640

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

The fair value of the share options granted during the year was
HK$12,531,000 (HK$0.98 and 0.94 each) (2010: Nil) of which the
Group recognised a share option expense of HK$4,090,000 (2010:
Nil) during the year ended 31 December 2011.

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. This 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

TTHEB ™

HK$

BT
per share Exercise period
Bk 1T HAA
0.710 04-04-2008 to 03-04-2013
0.800 10-07-2008 to 09-07-2013
0.740 01-02-2009 to 31-01-2014
0.700 09-12-2009 to 08-12-2014

5.14
43
43

4.63

model:

Date of grant & BH 4/4/2007 10/7/2007
Dividend yield (%) R B (%) 5.87

Expected volatility (%) Ta HRR 18 (%) 43

Historical volatility (%) R (%) 43

Risk-free interest rate (%) 4 [P IR =R (%) 4.05

Expected life of option (year) B #ETEETFH (F) 6

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

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

6

* T 7T AR SR B AT AL AR S A SR B AR R IR E 48
S - RIBRENITREZA T IARE -

FR AEERTHBEBRELCABERBE
12,531,000 7T * (% A8 % 0.98 7T & & 0.947T)
(ZF—FF &) R_F——Ft_H=1—H
WEFE - ANEE R R 81 4,090,000 7T
(ZB2—2F |)-

BTURAEENERENIABIRE TER
HERABE R — SFRAAEEA GG XEZ
B T BB GRS Rk - ERNABRR & AE
RWHERAFERS  EREEAFSIEXD
RAHEREZE - TRIIEZRANBARE

1/2/2008 9/12/2008 25/3/2011 22/6/2011

5.85 6.27 1.97 2.25
43 39 40 41
43 39 40 41

2.20 1.63 1.97 2.28

6 6 6 10

BREEAFHORBBERFNELENETE
RUBERRTEBREN R - BEIKIE R BT
KRR BRARBEHRR - ERRBERVEE
PRAEER -

TEELMETBEENERIAAABENTEE
H o
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The 1,540,000 share options exercised during the year resulted in
the issue of 1,540,000 ordinary shares of the Company and new
share capital of HK$154,000 and share premium of HK$1,163,370 as
further detailed in note 29 to the financial statements.

At the end of the reporting period, the Company had 17,000,000
share options outstanding under the Scheme, which represented
approximately 2.13% of the Company’s shares in issue as at that
date. The exercise in full of the outstanding share options would,
under the present capital structure of the Company, result in the
issue of 17,000,000 additional ordinary shares of the Company,
additional share capital of HK$1,700,000 and share premium of
HK$40,566,600 (before share issue expenses).

(a) GROUP
The amounts of the Group's reserves and the movements
therein for the current and prior years are presented in the
consolidated statement of changes in equity on pages 47 to
48 of the financial statements.

() 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 as set out in note 1, over the nominal
value of the Company’s shares issued in exchange
thereof.

(i) 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.

RiLEH (R ERA R

FA - 1T/ 1,540,000 17 B8 B4 S BUAR A 5] 27T
1,540,000 A% E@A% 1D - 3 HNFTA% AN 154,000 7% 7T &
READ 181,163,370 7T © s BEH R M B REM =T
29 o

REREHIK - AR RIBIRZETE1%E A 17,000,000 172
BB AT - FHERE BARRBEEITRD
#92.13% ° IRIBEA R EIREFAE ARE - BEITE
42T BB AR HE 5 3| BUAN A B1%£17 17,000,000 A% RN
B - 501,700,000 T 0 BE AN A K AR 15 i B
40,566,60078 7T CREHIRDETTHR ) ©

(a) A&KEH
REEFERAFERATFENCERE
BN ERRFEI/EEIBENGAE
ABBER -

(i) HBAEE
NEBREA BRI IRIEHT T 1 BT
SEEHEMBERBARERNEGS
BEFEEANTABRNAEBEEM
BITMARAFTRMDEEREEE -

(i) FEEBBRAEE
BREFEQXBDERTEMBRFNR
AER TEMEARZAAKRTEHE
ANREHER - BEBIRE N 10%
PEELEERHRDES  BEEEER
BATERED T BENE R R ZEMER
B50% ° B IEE BB ATEL T ER
BRI ASE AL AS - HEE AR
BREE T AME R G & AN 25% o

(i) ERKEHFE
P& 508 B 548 T B 1 a0 SR B HNER BT
BRI GSRRTEEAREN =5 -
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COMPANY (b) ZA&AT
Share Share Capital  Exchange
premium  Contributed option  redemption fluctuation  Retained
account surplus reserve reserve reserve profits Total
R EE HABS BRERE L1 EERE EXRBRE REEN ag
Notes RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
iz ARETT ARETR ARETR AREBTT ARETT ARETn ARETn
At 1 January 2010 R=F-ZF-A-H 61,865 100,175 2,152 2715 (58,748) 70,297 178,456
Profit for the year KEERF — - — — — 47377 47,317
Other comprehensive lossfor ~ AEEEMZHESE :
the year:
exchange differences EREE — - — — (8752) = 8752
Total comprehensive income  AEE2EMNELH
for the year — — — — (8,752) 47377 38,625
Exercise of share options TiEERRE 6,347 - (1,275) — — - 5072
Dividend on shares issued for “EENET-A=T-B%
employee share options fifanE B BRERETRA
exercised after 31 December RS
2009 — - — = = 82) 82)
Equity-settled share option PARIES: R R R
arrangements = = 187 = = = 187
Interim 2010 dividend “Z-TERERE = = = = = (13726) (13726)
Proposed final 2010 dividend BR-Z-SERBRS — — — = = (52472) (52472)
At 31 December 2010 and RZE-ZE+-A=+-ARk
1 January 2011 —2—%-f-H 68,212 100,175 1,064 2715 (67,500) 51,39 156,060
Profit for the year REEHEF 11 = = = = = 64,184 64,184
Other comprehensive lossfor ~ AEEEM2ERFE
the year:
exchange differences EXESE — — — — (11,585) — (11,585)
Total comprehensive income IEE2ENEEE
for the year — — — - (11,585) 64,184 52599
Exercise of share options TERERE 30 97 == (182) = = = 789
Dividend on sharesissuedfor ~ —B—ZF+-A=+—-R{E7E
employee share options tiEBBEREMETROMKS
exercised after 31 December
2010 — - — — — (78) (78)
Equity-settled share option AR I BB AR T
arrangements — — 3374 — — — 3374
Interim 2011 dividend —T——EdERE 12 = — — — — (13,070) (13,070)
Proposed final 2011 dividend ~ #E—Z——4KkHRE 12 = = = = = (44127) (44127)
At 31 December 2011 W-E—&+-f=1-A 69,183 100,175 4,25 2,715 (79,085) 58,303 155,547

ARBBA BRIV EE 31(a) PRl iE IR B &R
EEAMEBEHNBARERNESEEFE
BEARRAERAREEMETNARR]
Bty EEHI #R 1D

The contributed surplus of the Company represents the
excess of the then consolidated net assets of the subsidiaries
acquired pursuant to the Group Reorganisation referred to in
note 31(a), over the nominal value of the Company’s shares
issued in exchange thereof.
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(b) COMPANY (Cont’d)

The share option reserve comprises the fair value of share
options granted which are yet to be exercised, as further
explained in the accounting policy for share-based payment
transactions in note 2.4 to the financial statements. The
amount will either be transferred to the issued capital account
and the share premium account when the related options are
exercised, or be transferred to retained profits should the
related options expire or be forfeited.

(b) AT (&)
BREFREBEEERHERNRITEBRED

A

' EE—

FER U |RA 2.4

UMM RZNETERRA - EHHE
PRI RET TR B -
Nt s (B Rk -
HE - HBESEEREEN -

HYE/E R0 BTRAK
& A B i A i B HA s AR

Group
b3 |
Financial assets 2011 2010
HMBEEE —E--F —T-ZF
Equity Equity
investments investments
at fair value at fair value
through through
profit profit
orloss  Loans and or loss Loans and
ZERBIEL  receivables FEBIBEI receivables
AREER EXK Total 2AMEFIE EXk Total
ZRERE e A #wEm  RERE FENGRIR kL]
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETRT AR%®Tn AR%Trn ARETT ARETT ARETR
Trade and notes [EWE 5 R EEIE
receivables - 442,989 442,989 — 499,495 499,495
Financial assets included in st ATBHF -~ 4 &
prepayments, deposits H ft RN 2 B 7
and other receivables BE —_ 2,876 2,876 — 4779 4,779
Equity investments atfair BB IBEIAA L EFIR
value through profit ZIRERE
or loss 4,707 — 4,707 6,244 — 6,244
Cash and cash equivalents, H& KB EEEY
restricted bank deposits TR FIEITER R
and pledged bank EEMRTER
deposits —_ 186,099 186,099 — 260,675 260,675
4,707 631,964 636,671 6,244 764,949 771,193
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Financial liabilities

g 5=

Trade and notes payables

Financial liabilities included in other payables
and accruals

Interest-bearing bank loans

Financial assets

BHEE

BEBRANAE
SRRz Bt &

Equity investments at fair
value through profit
or loss

Cash and cash equivalents

31 December 2011 R=F——&F+=A=+—H

Financial
liabilities at
amortised cost

2010
—T-%F
Financial
liabilities at

amortised cost

RBHERATE RERENEATE
ZHEaE ZUBaE
RMB’000 RMB'000
ARBTT ARETT
B8 S EEEFIA 269,212 427,044
FPARMENRRIERER
G 58,678 57,657
FTEIRITER 110,458 51,056
438,348 535,757
Company
KT
2011 2010
—E--F —T-ZF
Equity Equity
investments investments
at fair value at fair value
through through
profit or profit or
loss  Loans and loss Loans and
EREHL  receivables FBIBFI  receivables
DAETIER EXK Total 2AREFIER EXk Total
ZBRERE EWFRIE am  RiERE e RIE B
RMB’'000 RMB’000 RMB’000 RMB'000 RMB'000 RMB'000
ARETRE AR¥Tn ARETR ARE®ETr ARETT ARET:R
4,707 — 4,707 6,244 — 6,244
— 1,825 1,825 — 4,533 4533
4,707 1,825 6,532 6,244 4,533 10,777
113
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The Group uses the following hierarchy for determining and
disclosing the fair values of financial instruments:

Level 1: fair values measured based on quoted prices
(unadjusted) in active markets for identical assets or
liabilities

Level 2: fair values measured based on valuation techniques

for which all inputs which have a significant effect on
the recorded fair value are observable, either directly
or indirectly

Level 3: fair values measured based on valuation techniques
for which any inputs which have a significant effect on
the recorded fair value are not based on observable
market data (unobservable inputs)

As at 31 December 2011, the Group and the Company held the
following financial instruments measured at fair value:

Assets measured at fair value as at 31 December 2011:

Level 1
F—E
RMB’'000
ARETT
Equity investments at fairvalue @@ LAR R ESIHR
through profit or loss Z IR E 4,707

AEERAATERRBUAEERBEESRTA

VAT

£—F: OAERTHNAENAENER
T R(E GRATHE) H
et AR ERBRAYRENARES

ABENEAYE (EEKER) W
EERBENGEETE

E=E : AAERBRALIFERABRED
SEBEMHTHEN AR BEFTERY
EnEAE GEBEER)
BARTHE

REZ——F+-A=+—H  AEEREARRF
BRAREFENTIERITA

RIB——F+ A=+ —HEIREFTENE

=
Level 2 Level 3 Total
E£-E E=E A&t
RMB'000 RMB’000 RMB’000

ARBT T ARET T ARBTT

— — 4,707

During the year ended 31 December 2011, there were no transfers
of fair value measurements between Level 1 and Level 2 and no
transfers into or out of Level 3.

The Group has various other financial assets and liabilities such as
trade receivables and trade payables, which arise directly from its
operations.

The main risks arising from the Group's financial instruments are
foreign currency risk, credit risk and liquidity risk. The board of
directors reviews and agrees policies for managing each of these
risks and they are summarised below.

RiLEH (R ERA R

RE-FT——F+-A=+—HILFE £ EE
F- BRI MASEHHHE  IRIARE L5
=E-

AEEHARKWEZRERENESRIBSHM
ERUHKEERAG  WIIHEKEERES

AEBESBTAMSENEZRRRINERR - 5
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FOREIGN CURRENCY RISK

Foreign currency risk is the risk that the fair value or future cash flows
of a financial instrument will fluctuate because of changes in foreign
exchange rates. The Group's exposure to the risk of changes in
foreign exchange rates relates primarily to the Group's operating
activities (when revenue or expenses are denominated in a different
currency from the Group's functional currency) and the Group's net
investments in foreign subsidiaries.

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

The Group does not have any 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 subsidiaries’
functional currency. Approximately 16.30% of the Group's sales for
the year ended 31 December 2011 (2010: 16.69%) are denominated
in currencies other than the functional currency of the subsidiaries.
Upon receipt of currency other than the functional currency, the
subsidiaries sell them to the banks immediately.

31 December 2011 R=F——&F+=A=+—H

S EE LB
SNERBAESRTANAABEHIARRESRES
RE RSB EL NSRS o NEEATEAERE
BE b+ B EARE R (HREIFEATRR
AEENEEENERTE) RASERINE KB
REIRFIRERR -

BT BB EESNEE S - R EEHEBA
RS A% - R BES Y CETEBTE
ARBITREMRT @ MBHELFNERS -
i 1 FRORY SR 75 2 5 0 % 46 8 UG 1 o L S0
19 M (LR BOEIR 1 + A ARFRLZE DASMES
2B RUEEBTEARBITREMRT LR
BB R RPBEE Y 2R RS RS
T IR AE RN R AR AR LR
A RAR (TS E AR T & A 1T 3005 B
AR 344058 T3 B OIS — AR AT R B A R 4R
TR AT S BT  EEER BRI
RO BLIETT -

AR BN BRI BAEMEREKE - A
AEBDEHRZEEER - BREERESALRE
B ey B RN B R B AR E B IAIN 2 B
EOZHE BE-FT——F+A=1+—HLF
B REBM630% HE(ZF — T F:
16.69%) TIAR S B B RIEN B A RN E
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% AEENHBEAERBAR SR EZEEE
ETRITURBRINEES -
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FOREIGN CURRENCY RISK (Cont’d)

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

2011 —E2——F

If RMB strengthens against United g A R# 5T HHE
States dollar

If RMB weakens against United AR R ETTLRE
States dollar

If RMB strengthens against Euro fid AR K BT THE
If RMB weakens against Euro i AR’ LBz (E

2010 —T-TF

If RMB strengthens against United g A R# T HHE
States dollar

If RMB weakens against United i ARKE R ETLRE
States dollar

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 equity investments 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.

RiLEH (R ERA R

SMEE R B (42)

TRINFEMBEMAZRAZERTEZBERT
AEBOBRBADEN L INEER BB AP LR
BHBRE(HREBEELRRENAAEES) -

Increase/decrease in Effect on profit
foreign currency rate before tax
SEEE R TR HERBIANRR 2 &
RMB’'000

AR¥TR
+5% (8,419)

-5% 8,419
+5% (149)

-5% 149
Increase/decrease in Effect on profit
foreign currency rate before tax
HNEER FIF, T R = N 2 2
RMB’000

AREFIT

+5% (10,660)

-5% 10,660

FERR

AEEERZSERIRNES HRTRS  BR
AEENEE  FTERREERETISNES -
WEEBEERRRE% - HAER - 15 - A%
BE AR B UR RS BIIER - MARE
EERBRITEAX -

HEBAREEMUBEENEERR - HhBEHE
BE MERER  BRRUGIEERBEARR
BYIRZRERE - NREBRYTTENMELNE
EREK - ERESNZEFTANKEE



CREDIT RISK (Cont'd)

Since the Group trades only with recognised and creditworthy third
parties, there is no requirement for collateral. Concentrations of
credit risk are managed by customer/counterparty. There are no
significant concentrations of credit risk within the Group.

Further quantitative data in respect of the Group's exposure to
credit risk arising from trade receivables is disclosed in note 20 to
the financial statements.

LIQUIDITY RISK

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

The maturity profile of the Group's financial liabilities as at the end
of the reporting period, based on the contractual undiscounted
payments, was as follows:

On Less than
demand 3 months
RER SR=@EA
RMB'000 RMB'000
AR®BTR AR%¥TR

31 December 2011 R=F——&F+=A=+—H

FERE(E)
HRAKREERZSZFERAREETENSE =
FETRD  RIREEMER - KHEERRH
BF/ZHTERE Rt AEEALEEFER
SHREERR -

EE%ZKE EEEWEZRFMELEERRNE
EEERTIHBENMEHRERME20

REE S E
AEBZBRAKEURDESTI TR  BEEE
EommER - Ik TASZRESR T ARG
BE(NEKESET)WAHMBARKEREE
BEOEHRSRE -

AEBRIEA L RRERN REFFEOR B E B R
BREZIHABMNT

Group
rE
2011
—E——-fF
3to
less than
12 months 1t05 Over
ZEIR years 5 years Total
+=f@A —ZRE AENE st
RMB’'000  RMB’'000 RMB'000  RMB’000
ARBTR AR¥TR AR®Tr AR%Tx

Interest-bearing bank SHERITER
loans — — 110,458 — — 110,458
Trade and notes payables &N E 5 [ Z & 778 10,488 163,003 95,721 — — 269,212
Other payables HEEMNR 58,678 — — — — 58,678
69,166 163,003 206,179 — — 438,348
117

—2——H



31 December 2011 R=F——&F+=A=+—H

118

LIQUIDITY RISK (Cont'd)

On Less than
demand 3 months
RZEXR LR=EA
RMB'000 RMB'000
ARETT AR®TT

RBEEERE(E)

2010

—T-TF

3to
less than

12 months 1to5 Over 5

=EIR years years Total
+=@A —&RF RFNE et
RMB'000 RMB'000 RMB'000 RMB'000

ARBTT ARBTT ARETT ARETR

Bank advances for RITARIR RIB B
discounted bills — 100 — — — 100
Interest-bearing bank STEIRITER
loans — — 51,056 — — 51,056
Trade and notes payables [EfTE 5 M ZEHEHIE 6,488 254,838 165,718 — — 427,044
Other payables H e 3% 57,657 — — — — 57,657
64,145 254,938 216,774 — — 535,857

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 during the years ended 31 December 2011 and 31
December 2010.

RiLEH (R ERA R

BEXER
AEEEREANEZ B RRARBARENTEA
RERNDARFBRNEALE  UREEBE
REIETBIREE °

AEEERRKEARSECERLEANAREL Y
HEHBE - BERIHBREARE  ARENXE
WHEXN TRIROBRERE REBEA TR
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CAPITAL MANAGEMENT (Cont'd)

The Group monitors capital using a gearing ratio, which is net debt
divided by the total capital plus net debt. The net debt includes,
bank advances for discounted bills, trade and notes payables, other
payables and accruals, interest-bearing bank loans less cash and
cash equivalents, restricted bank deposits and pledged bank
deposits. Capital includes equity attributable to the owners of the
parent. The gearing ratios as at the end of the reporting periods
were as follows:

31 December 2011 R=F——&F+=A=+—H

BEREE (&)
AEBFAEAEBELREREEARER - AL
BELETFEERNEERINEA B2 B
E o FRBEAERTHRERSN ENEHRE
EHUE - AR TRIRER - SHERTER
INBRESRRLEEY  ZRHBTFRMEIE
WIRITER - BABIES D RREE AEGERS - B
WMERRZEABELRNT

Group

REH
2011 2010
—B——5 —T-TF
RMB’000 RMB’000

AR®T R ARBTT

Trade and notes payables FEHE 5 R EEIE 269,212 427,044
Other payables and accruals H R TERRE R 71,054 76,499
Bank advances for discounted bills RITRAIR IR RN — 100
Interest-bearing bank loans HERITER 110,458 51,056
Less: Cash and cash equivalents, restricted bank 8 : 3 € RIRLZEY - LR FIRTT

deposits and pledged bank deposits R B IR IRITFA (186,099) (260,675)
Net debt FAE 264,625 294,024
Equity attributable to owners of the parent BRARIER ARLER 918,878 834,954
Capital and net debt BARANEEE 1,183,503 1,128,978
Gearing ratio BERBELEE 22% 26%

(@) OPERATING LEASE COMMITMENTS
The Group leases certain of its office properties under
operating lease arrangements. Leases for properties are
negotiated for terms ranging from one to six years.

(a) REHERIE
AEERBEEHETHARETHAY
¥ o WEHENRTEHENT -2 NF2M -
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(a) OPERATING LEASE COMMITMENTS (Cont'd) (a) REBERIEE)
At 31 December 2011, the Group and the Company had total HE_Z—F+A=+—0 XxEEK
future minimum lease rentals payable under non-cancellable AR BRBE DA HEHLLHON BIRARHKE
operating leases falling due as follows: NREBEFIBEREMNT
Group Company
REE ARAFH
2011 2010 2011 2010
—E——F —E-FF —E——F —E-FF
RMB’'000 RMB'000 RMB'000 RMB’000

AR®T T ARETT AR¥TR ARETT

Within one year —F R 1,400 1,764 —_ —
After one year but no —FRETZRAF
more than five years 182 1,305 —_ —
1,582 3,069 — _
(b) CAPITAL COMMITMENTS (b) HAEIE
Group Company
rEE P N/NC|
2011 2010 2011 2010
—E——F T -TF —E——F —ET-TF
RMB'000 RMB'000 RMB'000 RMB’000

ARBTR ARBT T AR®TR ARBTT

Contracted, but not BET4 - BARERME

provided for:

Plant and machinery T 55 N i B 66,960 42,270 — —
Authorised, but not B - BRETH

contracted for:

Plant and machinery MR R i 2s 125,800 231,410 —_ —

Research and i =y =|

development 6,400 = — —

199,160 273,680 — =
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Compensation of key management personnel of the Group: rEETZEEAEME
2011 2010
—2——F —E-FF
RMB’000 RMB’000

ARBFR ARETT

Short-term employee benefits Hib e HiE SR 3,860 3,671
Post-employment benefits RIKIEET 60 69
Share-based payments ARR D R ERE R A 5 5 233 5
Total compensation paid to key management FEEEAEMEEE

personnel 4,153 3,745
Further details of the directors’ emoluments are included in note 7 EEMEF BRI WKM7 -

to the financial statements.

The financial statements were approved and authorised for issue by MBBREN T —F=A-_T=-AEESE
the board of directors on 23 March 2012. BUFE R IXHEREAT
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A summary of the results and of the assets, liabilities and non-controlling
interest of the Group for the last five financial years, as extracted from the
published audited financial statements, is set out below.

NTRAKERNEEREMBFER 2 XE  BE - A
RIFER R - U0k 8 B AMKE M BEHRE -

Year ended 31 December

BE+=-A=+—RALFE

2011 2010 2009 2008 2007
- —ZT-TF IZTTNEF TTN\F TITLHF
RESULTS E RMB’'000 RMB’000 RMB'000 RMB’000 RMB’000
ARETRT ARETFT AREBTT ARETT AR®ETT
Revenue WA 1,081,044 1,286,683 1,082,110 947,710 919,945
Cost of sales HER AR (718,292) (910,526) (754,058) (691,047) (680,443)
Gross profit ES| 362,752 376,157 328,052 256,663 239,502
Other income and gains Halg A RIS 16,601 9.145 4,595 5,072 4,320
Selling and distribution costs HERDHER (100,861) (95,673) (101,206) (79,395) (69,218)
Administrative expenses 1THE A (55,777) (48,884) (47,575) (43,796) 41,117)
Other expenses HEmER (41,369) (31,317) (32,008) (22,485) (21,950)
Finance costs B 55 A (2,159) (549) (395) (343) —
PROFIT BEFORE TAX BRFi AT = A 179,187 208,879 151,463 115,716 111,537
Income tax expense FTiSHR (32,880) (42,041) (33,119) (13,585) (10,380)
PROFIT FOR THE YEAR REERF 146,307 166,838 118,344 102,131 101,157
Attributable to: AT & HFES
Owners of the parent ISYNECIE/ YN 146,307 166,840 118,388 102,037 101,072
Non-controlling interest JEFRpSRE RS — @) (44) 94 85
146,307 166,838 118,344 102,131 101,157
ASSETS, LIABILITIES AND BE - BERFEER
NON-CONTROLLING E=
INTEREST
TOTAL ASSETS HBEE 1,393,816 1,413,157 1,126,465 975,215 851,398
TOTAL LIABILITIES BEE (474,938) (578,203) (414,621) (346,002) (272,392)
NON-CONTROLLING iR
INTEREST —_ — (555) (672) (654)
918,878 834,954 711,289 628,541 578,352
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The register of members of the Company will be closed during the
following periods:

(i)  from Wednesday, 16 May 2012 to Friday, 18 May 2012, both days
inclusive, for the purpose of ascertaining shareholders’ entitlement
to attend and vote at the 2012 AGM. In order to be eligible to
attend and vote at the 2012 AGM, all transfer of shares of the
Company accompanied by the relevant share certificates and the
appropriate share transfer forms must be lodged with the
Company's branch share registrar and transfer office in Hong Kong,
Tricor Abacus Limited, at 26/F, Tesbury Centre, 28 Queen’s Road
East, Wanchai, Hong Kong for registration not later than 4:00 p.m.
on Tuesday, 15 May 2012; and

(i) from Thursday, 24 May 2012 to Friday, 25 May 2012, both days
inclusive, for the purpose of ascertaining shareholders’ entitlement
to the proposed final dividend. In order to establish entitlements to
the proposed final dividend, all transfer of shares of the Company
accompanied by the relevant share certificates and the appropriate
share transfer forms must be lodged with the Company’s branch
share registrar and transfer office in Hong Kong, Tricor Abacus
Limited at 26/F, Tesbury Centre, 28 Queen'’s Road East, Wanchai,
Hong Kong for registration not later than 4:00 p.m. on Wednesday,
23 May 2012.

During the periods mentioned in sub-paragraphs (i) and (ii) above, no
transfers of shares will be registered.

The 2012 AGM will be held on Friday, 18 May 2012. Details of the 2012
AGM are set out in the notice of AGM with constitutes part of the circular
to Shareholders sent together with this annual report.

2011 AGM 6 May 2011
Announcement of 2011 interim results 22 August 2011
Announcement of 2011 annual results 23 March 2012
2012 AGM 18 May 2012
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2011 Interim dividend
Payment date for 2011 interim dividend

Proposed 2011 final dividend
Ex-dividend date for 2011 final dividend
Book closing dates for 2011 final dividend

Payment date for proposed 2011
final dividend

12 RiLEH (R ERA R

HK$0.020 per share
21 September 2011

HK$0.068 per share
22 May 2012
24-25 May 2012

on or about 5 June 2012
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Suites 3212-13, Tower Two, Times Square, 1 Matheson Street, Causeway Bay, Hong Kong.
B MREE )M B E SRR ES Z&E3212-13F

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