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Corporate Information
NEIEH

EXECUTIVE DIRECTORS
Ms. LI Kei Ling (Chairman)

Mr. HUNG Yung Lai

Mr. LI Tung Ming

NON-EXECUTIVE DIRECTOR
Mr. LEUNG Hong Man

INDEPENDENT NON-EXECUTIVE DIRECTORS
Mr. PAN Xue Tian (resigned on 1 July 2017)
Mr. CHOI Tat Ying Jacky
Mr. LO Tung Sing Tony
Mr. EDE, Ronald Hao Xi (re-designated as
independent non-executive director from 1 July 2017)

CHIEF EXECUTIVE OFFICER
Mr. CHEN Shaojun

AUDITORS
Ernst & Young
Certified Public Accountants, Hong Kong

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

REGISTERED OFFICE
Cricket Square, Hutchins Drive, P.O. Box 2681,
Grand Cayman KY1-1111, Cayman Islands.

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

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

Grand Cayman KY1-1111, Cayman Islands.

HONG KONG BRANCH SHARE REGISTRAR AND
TRANSFER OFFICE
Tricor Abacus Limited

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

SHAREHOLDER’S CALENDAR

Closure of Register of Members

Wednesday, 20 September 2017 to Thursday, 21 September 2017
(both days inclusive)

Interim Dividend, payable
HK$0.03 per share, payable on or about 28 September 2017
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The board (the “Board”) of directors (the “Directors”) of Dawnrays
Pharmaceutical (Holdings) Limited (the “Company”) is pleased to announce
the unaudited consolidated interim results of the Company and its
subsidiaries (collectively, the “Group”) for the six months ended 30 June
2017 (the “period”). These interim results have been reviewed by the audit
committee of the Company.

RESULTS

The Group recorded revenue of approximately RMB491,056,000 for the
six months ended 30 June 2017 (2016: RMB418,449,000), representing
an increase of 17.4% compared to the same period of 2016. Profit
attributable to the owners of the parent was approximately
RMB148,968,000 (2016: RMB131,480,000), representing an increase of
13.3% over the same period of 2016.

The increase in turnover and profit was mainly due to the remained good
trend of sales of the Group’s specific medicines.

BUSINESS REVIEW AND PROSPECT

Upon rapid growth driven by the governmental medical reform in the early
stage, recently, China’s medical market witnessed a slow growth year by
year; and only all economic indicators of the market remained a growth
trend basically. In the first half of 2017, the Group business development
maintained stable and the sales amount of all main varieties of the specific
medicines met the targeted requirements. Among of them, the products
needed to be taken back due to the cancellation of the master agency
agreement as to “Leiyide” (Entecavir Dispersible Tablets) in the same
period last year were sold out under the continuous efforts of the Group’s
marketing and sales team. In addition, the Group’s marketing and sales
management personnel also focused on adjustment of sales structure of
such products, so as to expand the market more extensively and deeply.
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Chairman’s Statement

ERRE

Since China implemented Measures for Management of Clinical Application
of Antibacterials (¥1 & % %) & /R & A & 32 #% J%) in 2011, China has
witnessed a shrink in the market capacity of antibiotics, and a slow growth
for several consecutive years. Compared to the peak period, although
Cephalosporins remained the first major category in the anti-infective drugs
market, there was a limited growth space for the total market amount, and
market share dropped significantly. Driven by rigid demand, the
Cephalosporins market was gradually stabilized, but market competition
remained extremely fierce. During the period, the Group did not achieve an
operation result in compliance with its expected requirements due to its
production workshop stoppage for adjustment and reconstruction. In the
first half of 2017, the Group still recorded a loss in its Cephalosporins
intermediates and bulk medicines business, but the loss decreased when
compared with the same period of last year.

During the review period, the Group constantly discussed the feasibility of
related resolutions to respond to the change in the surrounding
environment of individual factories, and would release details in an
appropriate time upon determination of the resolutions.

AD Pharmaceuticals Co., Ltd. (“AD Pharma”), which was established by
Dawnrays Biotechnology Capital (Asia) Limited, the Company’s wholly-
owned subsidiary, and Akeso Biopharma Inc., obtained approval for review
from Center for Drug Evaluation of China Food and Drug Administration in
May 2017 of AD Pharma’s registration application of the first class new
drug of monoclonal antibody drug — AK102, for lowering cholesterol
levels. In addition, all work of AD Pharma’s another drug — AK109 —

under research was also actively underway.

Looking forward to China’s medical market, under the overall layout of
China’s industrial development, its market will remain stable and the
industry will still see a lot of development opportunities. However, in recent
years, China’s medical policies released and measures implemented as to
medical bidding, fee growth control, medical insurance payment and many
other aspects made the drug prices were under considerable pressures.
On the other hand, pharmaceutical companies must assume all kinds of
additional costs so as to meet the requirements of overall upgrade of
China’s pharmaceutical industry. Such contrast tendency between income
and cost imposes a heavy financial burden on many companies. The
Group, as to its business management, always implements a rigorous
financial policy and is committed to maintain a healthy cash flow. Thus, the
Group will have sufficient resources to respond to all challenges brought
by China’s pharmaceutical industry upgrades.
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The market will see all kinds of challenges. Under such operation
environment, in order to seek opportunities for sustainable development,
as to the product structure updates and activation, the Group will invest
more resources for innovation and R&D, so as to, on one hand,
consolidate and keep improving the production technologies of the existing
salable products to improve the product quality; and on the other hand,
make every effort to accelerate the advancement of the R&D process of all
varieties under research, so that new varieties will be launched into market
in an appropriate time as scheduled to intensify the Group’s profit base.
Furthermore, as to the human resources, market construction, and many
other aspects, the Group also will continue to implement different policies

and programs and invest more resources to meet its development needs.

Meanwhile, the Group will allocate the funds and resources needed for
business development with respect to its operation aspect. In addition,
under the premise that the Directors think fit, the Group will also apply
funds to increase the investment value of the shareholders. During the
period, the Group used funds to repurchase the Company’s shares in a
move to reflect the Company’s potential value and the Board’s vision of
the long-term development of the Group’s business. The Group will
continue to monitor related situations and repurchase the Company’s
shares in a premise it thinks fit, with an aim to create long-term value
growth for its shareholders.

INTERIM DIVIDEND

The Board has resolved to declare an interim dividend of HK$0.03 per share
for the year ending 31 December 2017, approximately amounting to a total
sum of HK$23,805,000 (approximately equivalent to RMB20,373,000).

APPRECIATION

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

work.

By Order of the Board
Li Kei Ling

Chairman

Hong Kong, 22 August 2017
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Management Discussion and Analysis
EEENWmER DN

REVIEW OF OPERATIONS

During the six months ended 30 June 2017, the Group recorded a
turnover of RMB491,056,000, with an increase of RMB72,607,000 over
the same period of last year, representing an increase of 17.4%; of which,
the sales amount of intermediates and bulk medicines was
RMB65,652,000, representing a decrease of 30.5% compared with the
same period of last year, mainly due to workshop stoppage for adding
equipment for a preparation for producing high value added products. The
sales amount of finished drugs reached approximately RMB425,404,000,
representing an increase of 31.3% compared with the same period of last
year, mainly attributable to further optimization of sales resources and
further improvement of market control and management. During the
period, the Group and chain pharmacy stores of China’s top 100 achieved
a breakthrough on mutual strategic cooperation on sales of “Anneizhen”
(Amlodipine Besylate Tablets). Under the effective management of the
management team, and via multi-channel and multi-level with multi-form of
active promotion of academic promotion program of “Leiyide” (Entecavir
Dispersible Tablets) across China, it has got another 500 more hospital
terminals. It also has got another 200 more hospital terminals for “Anneixi”
(Losartan Potassium and Hydrochlorothiazide Tablets), too, with a
considerable growth in sales.

As at 30 June 2017, the Group’s product research and development
status is as follows:

— a total of 28 projects under research, covering therapeutic areas
including circulatory system, digestive system, endocrine system and
anti-virus drugs etc., of which, 16 projects were new product
researches, and 6 projects had been put into clinical trial;

— quality consistency assessment was processing for 8 varieties, of
which, 4 varieties had been put into bioequivalency (BE) clinical
research;

— there was 1 Phase IV clinical research;

—  supplementary research for production of Cefoperzone Sodium and
Tazobactam Sodium for Injection was completed and declaration for
production was submitted;

—  supplementary research for production of Esomeprazole Sodium for

Injection was completed and declaration for production was under
preparation.
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Management Discussion and Analysis

During the period, the Group kept a good production quality overall. In
order to constantly improve risk control ability and the system as to quality
management, ensure drug quality, safeguard the safety of drug use by
human, and meet the needs of different domestic and foreign customers,
the Group organized factories to conduct GMP self-inspection work and
strengthen on-site round inspection and whole-process control with
respect to quality management. Meanwhile, the Group also invested all
kinds of resources to construct and complete lab network system, and
further advance departmental management computerization, so as to
ensure compliance with the strict requirements of China and international
laws and regulations with respect to data completeness. As of 30 June
2017, the Group successfully passed the adverse drug reaction reporting
and monitoring inspection and GMP certification tracking inspection by
Jiangsu Provincial Food and Drug Administration. In addition, the Group
also completed GMP inspection as per the requirements of PIC/S
standards together with GSK with respect to the product as to which both
sides cooperated for a long time.

As to the human resources, the Group has been attaching great
importance to the talent pool construction and development and focusing
on constructing a reliable, disciplined, energetic, cohesive and innovative
team. Centered on the Group’s development strategies and layout, during
the period, the Group focused on talent system construction, especially
development of talent standards and planning; and echelon building of
talents, so as to implement a differentiated management mode.

NEW PRODUCTS AND PATENT LICENSING

(1) During January to June of 2017, a total of 4 declarations for
registration were filed with Jiangsu Provincial Food and Drug
Administration (including 2 supplementary applications and 2
applications for re-registration); meanwhile, a total of 7 approval
documents were obtained, including 2 re-registration approval
documents and 5 approval documents for supplementary
applications.

(2)  One patent certificate was obtained.

An invention patent notice was granted on 30 June 2017 as to a kind
of Rosuvastatin Calcium Tablets and its preparation process (patent
No.: 2015610256312.3) and the invention patent certificate was
obtained on 28 July 2017.
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Management Discussion and Analysis
EEENWmER DN

HONORS AWARDED IN 2017

1. Suzhou Dawnrays Pharmaceutical Co., Ltd. (R&D Center) was
named as one of the first batch of foreign-funded R&D centers that
meet the rebate policy as to purchase of domestically manufactured
equipment and also meet the import tax policy in 2017.

2. Suzhou Dawnrays Pharmaceutical Co., Ltd. was named as “2016
Consumer’s Satisfactory Unit” by Suzhou City Consumer Rights and
Interests Protection Committee.

FINANCIAL REVIEW

SALES AND GROSS PROFIT

For the six months ended 30 June 2017, the Group recorded a turnover of
approximately RMB491,056,000, representing an increase of
RMB72,607,000, or 17.4%, compared with the corresponding period of
last year.

During the first half of 2017, sales of system specific medicines increased
by approximately RMB87,571,000, representing an increase of 30.2%
compared with the corresponding period of last year. Sales of the
cephalosporin antibiotics product line decreased by approximately
RMB16,967,000, representing a decrease of 13.3% compared with the
corresponding period of last year; sales amount of intermediates and bulk
medicines decreased by 30.5% compared with the corresponding period
of last year.

Sales amount of finished drugs, comprising system specific medicines,
powder for injection and tablets of cephalosporin and other oral solid-
dosage-forms of antibiotics, reached approximately RMB425,404,000. Of
which, sales amount of system specific medicines accounted for
approximately 88.7% of sales of finished drugs. Sales amount of
cephalosporin powder for injection increased by 54.5% compared with the
corresponding period of last year, and sales amount of oral cephalosporin
decreased by 10.9% compared with the corresponding period of last year.

Export sales amount accounted for approximately 14.8% of the total
turnover. The export destinations mainly included countries and regions
such as Hong Kong, Switzerland, South Korea and Russia etc.

Gross profit was approximately RMB340,832,000 which was increased by
RMB85,129,000 compared with the corresponding period of last year.
Gross profit margin was 69.4% which was increased by 8.3 percentage
points compared with 61.1% as in the corresponding period of last year.
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Management Discussion and Analysis

TABLE OF TURNOVER ANALYSIS

Turnover (RMB’000)
EEH(ARETR)
For the six months ended 30 June

BEAA=TRHLEAMEAR

BEEWR DT

BEEIN — RERERNED

Sales Breakdown (%)
SHELLBI (%)
For the six months ended 30 June

BEAA=TRHLEAMEA

Percentage
points
Product 2017 2016 Changes 2017 2016 Changes
Em “E—tF —TXF & “EB-t& ZCZZ-~F 2E(EY)
Intermediates and Bulk Medicines R R R 65,652 94,406 -28,754 13.4 22.6 -9.2
Finished Drugs 2 425,404 324,043 101,361 86.6 774 9.2
Overall g 491,056 418,449 72,607 100.0 100.0 0.0
EXPENSES 2R
During the period, the total expenses incurred were approximately KNEARE - BA S H £ AR 166,576,000 7T © (HE&
RMB166,576,000, equivalent to 33.9% of turnover (2016: 24.4%), an EBEAOLHIA33.9% (ZF—NF 1 24.4%)  th L
increase of 9.5 percentage points compared with the corresponding RIEA FFO5EA DS - &HESEEEFREIEM

period of last year. The total expenses increased by approximately
RMB64,453,000 compared with the corresponding period of last year
mainly attributed to the increase in distribution expenses and research and
development costs.

SEGMENT PROFIT

For the six months ended 30 June 2017, segment results of intermediates
and bulk medicines segment recorded losses of approximately
RMB5,778,000 representing a decrease of loss of RMB1,015,000
compared with segment results loss of RMB6,793,000 as in the first half of
2016. The segment profit of finished drugs segment was approximately
RMB246,831,000, which was increased by approximately RMB40,369,000
when compared with the segment profit of RMB206,462,000 as in the first
half of 2016.

SHARE OF PROFITS AND LOSSES OF ASSOCIATE

During the period, Dawnrays Biotechnology Capital (Asia) Ltd. (“Dawnrays
Biotech”), the Group’s subsidiary, invested first lot registered capital of
RMB50,330,000 into AD Pharma according to the joint venture agreement
which proposed Dawnrays Biotech to invest totally RMB150,000,000 to
have 35% share interest in AD Pharma. For the six months ended 30 June
2017, the Group’s share of loss of AD Pharma was RMB1,660,000.
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Management Discussion and Analysis
EEENWmER DN

PROFIT ATTRIBUTABLE TO OWNERS OF THE PARENT

For the six months ended 30 June 2017, profit attributable to owners of
the parent amounted to approximately RMB148,968,000, equivalent to an
increase of RMB17,488,000 or 13.3% compared with the corresponding
period of last year. The increase was mainly attributed by the substantial
growth in sales of finished products.

ANALYSIS ON THE RETURN ON ASSETS

As at 30 June 2017, net assets attributable to owners of the parent were
approximately RMB1,706,244,000. The return on net assets, which is
defined as the profit attributable to owners of the parent divided by net
assets attributable to owners of the parent, was 8.7% (2016: 8.6%). The
current ratio and quick ratio was 5.8 and 5.3 respectively. Turnover days
for trade receivables were approximately 46 days. Turnover days for trade
receivables including notes receivables were approximately 90 days.
Turnover days for inventory were approximately 146 days. Turnover days
for trade receivables and turnover days for inventory decreased when
compared with the end of last year. It was mainly due to the trade
receivables from increased sales were received on time and decrease in

inventory.

LIQUIDITY AND FINANCIAL RESOURCES

As at 30 June 2017, the Group held cash and bank balance approximately
RMB534,453,000 (as at 31 December 2016: RMB663,296,000). In
addition, in order to operate the idle funds more effectively and improve
returns, the Group had placed total RMB370,000,000 on principal-
preservation type of structured deposits with interest rates at 2.85%-
4.10% p.a. to several creditworthy banks in Mainland China.

During the period, the net cash flows from operating activities was
approximately RMB172,638,000 (2016: RMB182,820,000). Net cash flows
used in investing activities was approximately RMB210,536,000 (2016:
RMB11,093,000). Net cash flows used in financing activities was
approximately RMB89,617,000 (2016: net cash flow in RMB30,848,000).

As at 30 June 2017, the Group had aggregate bank facilities of
approximately RMB919,143,000 (as at 31 December 2016:
RMB724,397,000), of which, bank facilities of HK$22,000,000 were
secured by corporate guarantee of the Company. As at 30 June 2017, the
Group did not have any bank loans, the debt ratio (defined as sum of
interest-bearing bank loans over total assets) of the Group was 0% (as at
31 December 2016: 0.5%).
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Management Discussion and Analysis

As at 30 June 2017, the Group had inventory balance approximately
RMB118,944,000 (as at 31 December 2016: RMB124,746,000).

As at 30 June 2017, the Group’s contracted but not provided capital
commitments amounted to approximately RMB3,081,000 (as at 31
December 2016: RMB3,060,000), which mainly derived from the sewage
treatment works of Dawnrays (Nantong) Pharmaceutical Science and
Technology Co., Ltd. The Group has sufficient financial and internal
resources to bear the capital expenditure.

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

FOREIGN EXCHANGE AND TREASURY POLICIES

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, except for the Group’s pays dividends in Hong Kong
dollars. Therefore, the foreign exchange risks are primarily with respect to
Hong Kong Dollars.

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

STAFF AND REMUNERATION POLICY

As at 30 June 2017, the Group employed 842 employees and the
total remuneration was approximately RMB56,490,000 (2016:
RMB51,013,000). 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.
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Management Discussion and Analysis
EEENWmER DN

CHARGES ON ASSETS

As at 30 June 2017, the Group’s assets with carrying amount
of approximately RMB30,669,000 (as at 31 December 2016:
RMB31,815,000) were pledged to bank to secure bank facilities granted to
its subsidiary.

CONTINGENT LIABILITIES
As at 30 June 2017, the Group had no material contingent liabilities.

PLANS FOR SIGNIFICANT INVESTMENTS AND EXPECTED
SOURCE OF FUNDING

Save for those disclosed above in connection with investment in associate
under the section “Share of Profits and Losses of Associate” and capital
commitments under the section “Liquidity and Financial Resources”, the
Group does not have any plan for material investments or acquisition of
capital assets.
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DIRECTORS’ AND CHIEF EXECUTIVE OFFICER’S

INTERESTS AND SHORT POSITIONS IN SHARES AND

UNDERLYING SHARES

Other Information

Hi &R

ESNAFRROREBERONESRNRAR

As at 30 June 2017, to the best knowledge, information and belief of the RZB—EFRXA=1TH  BARFMELH R E
=

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

Limited (the “Stock Exchange”) pursuant to the Model Code for Securities

Transactions by Directors of Listed Issuers, were as follows:

Long positions in ordinary shares of the Company:

Name

=L

Directors

E=

Ms. Li Kei Ling
FHBWZT

Mr. Hung Yung Lai

RREME T

Mr. Li Tung Ming

FRAKLE

Mr. Leung Hong Man

Chief Executive Officer

BnE

Mr. Chen Shaojun

BRAAE £

Notes

B

Number of shares held,
capacity and nature of interest

FANROEE SO RESEME

Directly Through
beneficially = Share Option controlled
owned granted corporation
BERY BBREHAR

ERERESR B BE
49,088,000 - 294,072,000
312,000 - 294,072,000
112,000 - 40,000,000

- - 50,000,000

2,452,000 8,000,000 -

RAEQAREERPHEFR

Total

343,160,000

294,384,000

40,112,000

50,000,000

10,452,000

ARMAA - FISEREAAE  ARRESREHR
ARwEEAEMBBEE(ERRE R KRR R
([B% REERAI ) 3 XV ED) BB ~ HRRR ) RIE
FH O BERENARRRIEE S R AE RIS 352
FEENELM HRELTRARESTETESFR
SEFEEFRANEARNAREEHMARIMER
REN (B2 Pr ) R s ROR B EHIT

Percentage

of the Company's
issued share
capital

RN
EEITREN
Aotk

42.90

36.80

5.01

6.25

1.31
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Other Information

Hib &R

Long positions in shares and underlying shares of associated

corporation:

REBSEEROREERDTHER

Percentage of
the associated

Name of Number of corporation’s
associated Relationship with Ordinary Capacity and issued share
Name of Director corporation the Company shares held nature of interest capital
FEEBR BHEBEEE &7
ExEH HECEE £ B b NN o] R EA HEA SO REREE L EN =R
Ms. Li Kei Ling Fortune United the Company’s 2 Through a controlled 50
Group Limited holding company corporation
FHR Lt RRAIERR A E] BE—EEHLQE
Mr. Hung Yung Lai Fortune United the Company’s 2 Through a controlled 50

Group Limited holding company

RREIIS A ARRAIERR A E]
Notes:
() 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.

40,000,000 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.

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

2,452,000 shares of the Company are directly beneficially owned by Mr.
Chen Shaojun and 8,000,000 underlying shares are the share options
granted to him under the share option scheme of the Company. Mr. Chen is
deemed to be interested in the shares which will be issued to him upon his
exercise of options, representing approximately 1.008% of the Company’s
issued share capital as at the date of this report. Details of Mr. Chen
Shaojun’s interests in the share options of the Company are disclosed in note
16 to the interim financial information.
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Save as disclosed above, as at 30 June 2017, none of the Directors or
Chief Executive Officer of the Company had any interest or short position
in the shares or underlying shares or debentures of the Company or any of
its associated corporations as recorded in the register required to be kept
by the Company pursuant to Section 352 of the SFO, or as otherwise
required to be notified to the Company and the Stock Exchange pursuant
to the Model Code for Securities Transactions by Directors of Listed

Issuers.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed under the heading “Directors’ and Chief Executive
Officer’s interests and short positions in shares and underlying shares”
above and in the share option scheme disclosures in Note 16 to the interim
financial information, at no time during the period were rights to acquire
benefits by means of the acquisition of shares in or debentures of the
Company granted to any Director or their respective spouse or minor
children, or were any such rights exercised by them; or was the Company,
its holding company, or any of its subsidiaries a party to any arrangement
to enable the Directors to acquire such rights in any other body corporate.

SHARE OPTION SCHEME

The detailed disclosures relating to the Company’s share option scheme
and valuation of options are set out in Note 16 to the interim financial
information.

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

As at 30 June 2017, to the best knowledge, information and belief of the
Company after making reasonable enquiry, the interests or short positions
of the following persons, other than persons who were Directors or Chief
Executive Officer of the Company, in the shares and underlying shares of
the Company as recorded in the register required to be kept by the

Company pursuant to Section 336 of the SFO were as follows:

Name Notes Nature of interest

8 iz fRERME

Fortune United Group Limited (@) Directly Beneficially owned
ERERER

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

Hunwick International Limited (@) Through controlled corporation
BRI AR

Mdm. lu Pun (b) Family interest

gt &t XEER

Time Lead Investments Limited (© Directly Beneficially owned
HEERHA

Toyo International Investment Limited (d) Directly Beneficially owned

REBBFRERRAA ERERHER

Mdm. Lo Mei Sai (e Family interest

BEERL Z B
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Approximate
percentage to
the total number

Number of of shares of Long position/
Shares held the Company (%) short position
WIEERARE BT
BEENROEE REANEAE #HE/KE
294,072,000 36.77  Long Position
HE
294,072,000 36.77  Long Position
we
294,072,000 36.77  Long Position
He
294,072,000 36.77  Long Position
HeE
40,000,000 5.00 Long Position
He
50,000,000 6.25 Long Position
HE
50,000,000 6.25 Long Position

i



Other Information
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Approximate
percentage to
the total number

Number of of shares of Long position/

Name Notes Nature of interest Shares held the Company (%) short position

HIER DR E BT

8 iz fERME BFENRGEA BREANESL #HE XA

Mr. Leung Yiu Sing (@) &(f) Through controlled corporation 52,000,000 6.50 Long Position

B E BBESAREE )

Ms. Chu Shuet Fong () Through controlled corporation 2,000,000 0.25 Long Position

BEFNL WBEEIATRA HE
) Family interest 50,000,000 6.25 Long Position
KBS HE
UBS Group AG Person having a security 1,176,000 0.15  Long Position
interest in shares HE
R FEFARIERDA
(h) Through controlled corporation 43,053,200 5.37  Long Position
WBEI AR )
0] Through controlled corporation 735,000 0.09  Short Position
eepobe VNS ¥ ] wKE

Notes: Bist -

(@  The issued share capital of Fortune United Group Limited is equally (@)  Fortune United Group Limited 8 © 2 77 % ZX f
beneficially owned by Keysmart Enterprises Limited and Hunwick International Keysmart Enterprises Limited }z Hunwick International
Limited which are in turn, respectively, wholly-owned by Ms. Li Kei Ling and Limited F¥H Bz A ° Keysmart Enterprises Limited
Mr. Hung Yung Lai, Executive Directors of the Company. K2 Hunwick International Limited % Bl i 28 2 &) #9117

EEFHR LT RERMSEELEHRE -

(o) Mdm. lu Pun is the wife of Mr. Hung Yung Lai and is deemed to be interested (o) W T RARRMSEAENRE - SR ARG T
in the shares of the Company held by Mr. Hung Yung Lai. EHBAENARRRDPESESS -

()  The issued share capital of Time Lead Investments Limited is beneficially ©)  Time Lead Investments Limited & & 3 77 i% 7N i 2= 5
owned by Mr. Li Tung Ming. AEEESHES ©

(d)  The issued share capital of Toyo International Investment Limited is equally d EEEFEREERARMNEETRASHBHAREN
beneficially owned by Mr. Leung Hong Man, the Non-executive Director of FEMITEERRRAERE 2 UERBR A ETHE
the Company and his father Mr. Leung Yiu Sing. WA °

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

3} 2,000,000 shares of the Company are held by Dragon Asia Industrial () 2,000,000 IR AR BN D R BB A A RIR B

(Holdings) Limited, a company incorporated in Hong Kong. Mr. Leung Yiu
Sing and Mdm. Chu Shuet Fong, his wife, are each beneficially interested in
50% of the issued share capital of Dragon Asia Industrial (Holdings) Limited.

EXEEGRAAMSE  REEELEEFRAFMN
EEHEBITRARZRKEEREEBRAS S LS
BERMEAE 50% i
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(¢)

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.

According to the corporate substantial shareholder notice of UBS Group AG
filed for the relevant event dated 29 May 2017 as shown on the website of
the Stock Exchange, UBS AG, UBS Asset Management (Hong Kong) Limited,
UBS Asset Management (Singapore) Ltd., UBS Asset Management Trust
Company, UBS Fund Management (Luxembourg) S.A. and UBS Fund
Management (Switzerland) AG are directly interested in 735,200 shares,
10,540,000 shares, 1,596,000 shares, 24,000 shares, 30,150,000 shares
and 8,000 shares respectively. Since they are all controlled by UBS Group
AG, UBS Group AG is deemed to be interested in 43,053,200 shares for the
purpose of the SFO.

According to the corporate substantial shareholder notice of UBS Group AG
filed for the relevant event dated 29 May 2017 as shown on the website of
the Stock Exchange, UBS AG directly holds a short position in 735,000
shares. Since UBS AG is controlled by UBS Group AG, UBS Group AG is
deemed to hold a short position in 735,000 shares for the purpose of the
SFO. Pursuant to the same notice, UBS Group AG is deemed to hold a short
position in 735,000 shares through the holding of certain unlisted cash-
settled equity derivatives.

Save as disclosed above, as at 30 June 2017, the Company had not been

notified of any other persons (other than persons who were Directors or

Chief Executive Officer of the Company, whose interests are set out under

the heading “Directors’ and Chief Executive Officer’s interests and short

positions in shares and underlying shares” above) who had an interest or

short position in the shares or underlying shares of the Company as

recorded in the register required to be kept by the Company pursuant to
Section 336 of the SFO .
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PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

For the six months period ended 30 June 2017, the Company repurchased
3,492,000 shares of the Company’s listed securities on the Stock
Exchange at an aggregate consideration of HK$16,126,000 before
expenses. The repurchases were effected by the Directors for the
enhancement of shareholder value in the long term. During the period,
82,000 treasury shares and 2,444,000 repurchased shares were
cancelled. The remaining 1,048,000 repurchased shares were cancelled
on 31 July 2017.

The monthly breakdown of shares repurchased during the period was as

follows:

Number of
shares
Month of Repurchase repurchased
BE A &% BERGOHA
January 2017
—FE—+tF—Am 420,000
June 2017
—ZFE—tFAMm 3,072,000
Total 485t 3,492,000

Save as disclosed above, neither the Company, nor any of its subsidiaries
purchased redeemed or sold any of the Company’s listed securities for the
six months ended 30 June 2017.
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BEZZ—tFAA=THILEAEAHHB  ~27
TR A2 FTAE 013,492,000 R A RN A E T #E % - Rt E
fth B A 2 4R EB BB 16,126,000 7T + %15 B HE 2
E=RReRERERNZMED - RAER - 82,000
A% JEE 13 AR 17 K 2,444,000 A% i 121 AR 179 4 51 85 - Tl &%
1,048,000 K IERI AR 2 —+F+A=+—B#

RAHE & ABERD 2 FBHHET

The highest The lowest
price paid price paid Aggregate
per share per share  consideration
(HK$) (HKS) (HK$)
gFREM srReH
BaE% BIEER
() () BRECEE)
4.74 4.45 1,918,000
5.02 4.34 14,208,000

16,126,000
BREXEREEN BE-FT-EFRA=TALRX

EAEMRE  ARRREEMHBARGEBE B
FHEFEMARET LTES -
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HiE R
COMPLIANCE WITH CORPORATE GOVERNANCE CODE

To the best knowledge, information and belief of the Directors, the
Company has complied with the code provisions of the Corporate
Governance Code (the “CG Code”) as set out in Appendix 14 of the Rules
Governing the Listing of Securities on the Stock Exchange of Hong Kong
Ltd. (the “Listing Rules”) during the six months period ended 30 June
2017, except for the following deviation:

1.  Code Provision A.6.7 of the CG Code -Attendance of Non-
executive directors at general meeting
Other than one Independent Non-executive Director who was not in
position to attend the annual general meeting of the Company held
on 25 May 2017 (the “2017 AGM”) due to an overseas commitment,
all Non-executive Directors (including Independent Non-executive
Directors) attended the 2017 AGM.

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

Mr. Pan Xue Tian, an independent non-executive director or the Company
retired as the Company’s independent non-executive director, the
chairman of Remuneration Committee and the member of Audit
Committee and Nomination Committee with effect from 1 July 2017. Mr.
Ede, Ronald Hao Xi was redesignated as the Company’s independent
non-executive director, the chairman of Remuneration Committee and the
member of Audit Committee and Nomination Committee. Details of the
above change were set out in the announcement of the Company dated
29 June 2017.

Mr. Choi Tat Ying Jacky, an independent non-executive director of the
Company, was an executive director of China Polymetallic Mining Limited
(a company listed on the Main Board of the Stock Exchange of Hong Kong
Limited) from 15 May 2017 to 6 June 2017.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) set out in Appendix 10 of
the Listing Rules as the Company’s code of conduct for dealings in
securities of the Company by the Directors. Based on specific enquiry of
all Directors, the Directors have complied with the required standard set
out in the Model Code, throughout the six months period ended 30 June
2017.
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AUDIT COMMITTEE

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

The unaudited interim condensed consolidated financial statements of the
Company for the six months ended 30 June 2017 have been reviewed by
the audit committee before making recommendation to the Board for
approval.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from Wednesday,
20 September 2017 to Thursday, 21 September 2017 (both days
inclusive), for the purpose of ascertaining entitiement to the Company’s
interim dividend, during which period no transfer of shares will be
registered.

The record date for the purpose of determining shareholders’ entitlement
to the interim dividend is Tuesday, 19 September 2017. In order to qualify
for the interim dividend, all properly completed transfer forms accompanied
by the relevant share certificates must be lodged with the Company’s
Hong Kong branch share registrar and transfer office, Tricor Abacus
Limited, at Level 22, Hopewell Centre, 183 Queen’s Road East, Wanchai,
Hong Kong not later than 4:30 p.m. on Tuesday, 19 September 2017.
Dividend warrants will be despatched to shareholders on or about
Thursday, 28 September 2017.

By Order of the Board
Li Kei Ling

Chairman

Hong Kong, 22 August 2017
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Condensed Consolidated Statement of Profit or Loss

. MmN AEE 32

fHRGmEERAR

REVENUE A

Cost of sales SHE A
Gross profit EF

Other income and gains E A A R iz
Selling and distribution expenses HERDIHE A
Administrative expenses THE A

Other expenses HEMEHA
Finance costs MBEER

Share of profits and losses of: fE(RERE N A 2 BRI K EHE

Associates

Profit before tax BRFE AR
Income tax expense FriS A
PROFIT FOR THE PERIOD 7N B % R
Attributable to: LA B IEFE(S -
Owners of the parent [SYNEIEZZEWN
EARNINGS PER SHARE BRAAEERESIEEA
ATTRIBUTABLE TO ORDINARY ELEERER

EQUITY HOLDERS OF THE PARENT

— basic, for profit for the period — B UAHRERE

— diluted, for profit for the period — 8% AKHREFETE

The notes from pages 30 to 56 form an integral part of these interim
condensed consolidated financial statements.
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For the six months ended 30 June
BZEA<A=tHIEAEA

2017 2016
—E—+tF —ZE-RF
(Unaudited) (Unaudited)
(REBEZX) (REEEZ)
Notes RMB’000 RMB’000
B aE ARBTR AREET T
3 491,056 418,449
(150,224) (162,746)
340,832 255,703
3 13,713 11,497
(102,392) (47,342)
(40,012) (28,911)
(24,159) (25,793)
4 (13) (77)
(1,660) =
5 186,309 165,077
6 (37,341) (33,597)
148,968 131,480
148,968 131,480

8
RMBO0.1859 RMBO0.1638
RMBO0.1859 RMBO0.1636
2830 % 56 B RIMI Bk L S MRS P I S HRE

GETR



Condensed Consolidated Statement of Comprehensive Income

FRAGEZERER

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

2017 2016
—E—tHF ZERF
(Unaudited) (Unaudited)
(REER) (REEEZ)
RMB’000 RMB’000
AR¥T T AREET T
PROFIT FOR THE PERIOD = EA AR R 148,968 131,480
Other comprehensive (loss)/income to be BB ES BEEERN
reclassified to profit or loss in subsequent periods:  Hfbh &M (E548), Uiz ¢
Exchange differences bE N =48 (2,410) 649
OTHER COMPREHENSIVE (LOSS)/INCOME AR R EAEMEE
FOR THE PERIOD, NET OF TAX (B518), W aE (2,410) 649
TOTAL COMPREHENSIVE INCOME FOR AHERHE A I KA
THE PERIOD, NET OF TAX 146,558 132,129
Attributable to: AT F IR
Owners of the parent (SYNCIEZZEPN 146,558 132,129

The notes from pages 30 to 56 form an integral part of these interim condensed
consolidated financial statements.

£ 30 £ 56 AWM BRI FE AR A P M B HRE

HIBBLD
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Condensed Consolidated Statement of Financial Position

RS MR R R

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

Construction in progress
Intangible assets

Investments in associates
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

Cash and bank

Total current assets

CURRENT LIABILITIES
Trade and notes payables
Other payables and accruals
Interest-bearing bank loans
Income tax payable

Total current liabilities
Net current assets
Total assets less current liabilities

NON-CURRENT LIABILITIES
Government grants
Deferred tax liabilities

Total non-current liabilities

Net assets
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FRBEE

M - BB KR
b 55 4
fEETRE
mAE

R NT 2 /A
LR BEE

FREBEERE

RBEE

FE

R E 5 MR IEFR

BN - e REMREWGIR

FRERIARTEYIRZ RERE

Re RRITER

mMBEERE

RBEE

N E 5 RREFOR
Hi e R R IERER
AHRIRITER

PR RS AR

iEIE=REEGE

=

FREEE

BERERABAE

FRBEE
B

FREBEERE

FEE

30 June 31 December

2017 2016

—E—+tF —E—RF

AB=+H +ZA=+—H
(Unaudited) (Audited)

(REER) (B&E%)

Notes RMB’000 RMB’000
P5E AR®T T ARETF T
9 544,976 566,321
39,650 40,175

7,869 5,776

25,205 24,909

48,670 -

6,625 6,729

672,995 643,910

10 118,944 124,746
11 265,239 225,660
12 380,626 220,958
8,154 7,794

534,453 663,296

1,307,416 1,242,454

13 93,227 87,938
110,996 98,104

- 9,104

20,033 5,510

224,256 200,656

1,083,160 1,041,798

1,756,155 1,685,708

2,248 2,248

47,663 46,704

49,911 48,952

1,706,244 1,636,756




Condensed Consolidated Statement of Financial Position (Cont’d)

R B AR & B B AR 3k (AR

30 June 31 December
2017 2016
—EB—+tfF —E—REF
AA=tH +ZA=+—H
(Unaudited) (Audited)
(REBEX) (B&E%)
Notes RMB’000 RMB’000
Ff5E AR®TR ARETT
EQUITY =
Equity attributable to owners of BAREE AELERS
the parent
Issued capital BTG, 14 84,776 84,952
Treasury shares [ETFRD 15 (92) (74)
Reserves H1E 17 1,621,560 1,551,878
Total equity B 1,706,244 1,636,756

The notes from pages 30 to 56 form an integral part of these interim F30ZE 56 BRI FEK L EEALE P BN BRE
condensed consolidated financial statements. K)ER 1 o
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Condensed Consolidated Statement of Changes in Equity

ERGSREEB R

For the six months ended 30 June 2017
BE-ZE—tFEAXA=1tHILKNER

At 1 January 2016
Profit for the period

Other comprehensive income for the period:

Exchange differences

Total comprehensive income for the period

Exercise of share options

Share repurchased and cancelled

Final 2015 dividend declared

Dividend on shares issued for employee
Share options exercised after
31 December 2015

Equity-settled share option arrangements

At30 June 2016

At 1 January 2017

Profit for the period

Other comprehensive loss for the period:
Exchange differences

Total comprehensive (oss)/income
for the period

Exercise of share options

Share repurchased and cancelled

Share repurchased and subsequently
cancelled

Share repurchased in pervious year and
cancelled this year

Final 2016 dividend declared

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

Equity-settled share option arrangements

At 30 June 2017

The notes from pages 30 to 56 form an integral part of these interim
condensed consolidated financial statements.

RZZ-~E-A-R
T
R 2R -
EHEE

TR EREEE
fifeafee

BE N AR Rk
ER-Z-RERERE
ZE-RETZA=T-RK
fiPEEERE
FEIRANRS
RIS, MR 2

RZZ-AE/A=TH

RZZ—t5-A-H

AHRER

TAFEDEERR
EiER

AERLE (6R) KEEE

fricieme
EOARRM RS
BOARRGN R

REFEBEARRAR
AERH
ER-F-AERARE
R RET-AST-BER
RmERRRE
ESE

B e RER &

RZE-tEXA=1H

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

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

5E:Ci) - BhRE iRt EXERD
Ba  BERG  RHEE  BERE WE BARR Y-k RE  REEA  EReE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT ARETR ARETR ARETT ARETR ARETR ARETT ARET:H
85,200 - 76,861 3,025 13,334 100,175 190,382 (10419 1015312 1473876
- - - - - - - - 131,480 131,480
- - - - - - - 649 - 649
- - - - - - - 649 131,480 132,129
b - 313 - (84) - - - - 234
(207) - (10,398) 207 - - - - (207) (10,605)
- - - - - - - - (80,648) (80,648)
- - - - - - - - 3 ]
- - - - 6,009 - - - - 6,009
85,004 - 66,776 3232 19,259 100,175 190,382 (9770 1,085,932 1,520,990
84,952 (74) 60,281 3,400 24,200 100,175 221,559 (6,046) 1148289 1,636,756
- - - - - - - - 148,968 148,968
_ - - = = - - 2,410) - (2,410)
- - - - - - - 2,410) 148,968 146,558
11 - 4,49 - (1,100) - - - - 3,507
(214) - (9,543) 214 - - - - (214) (9,757)
- (92) (4,319) R - - - - (92) (4.411)
(74) 74 - - - - - - - -
- - - - - - - - (71,082) (71,082)
- - - - - - - - (70) (70)
- - - - 4743 - - - - 4743
84,776 (92) 50,914 3,706 27,863 100,175 221,559 (8456) 1,225,799 1,706,244
F£30E 56 BRI EAK L FE MRS P M B HRE

HIBBLD
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Condensed Consolidated Statement of Cash Flows
EHGAESEHERER

CASH FLOWS FROM OPERATING
ACTIVITIES

Profit before tax

Adjustments for:
Finance costs
Interest income

Dividend income from equity investments

at fair value through profit or loss
LLoss on disposal of items of property,
plant and equipment
Reversal of impairment of property,
plant and equipment
Depreciation
Amortisation of intangible assets
Recognition of land use rights
Gain on disposal of equity investments
at fair value through profit or loss
Fair value (gains)/losses, net:
Equity investments at fair value
through profit or loss
Equity-settled share option expense
Share of profits and losses of:
Associates
Write-down of inventories to net
realisable value

Decrease/(increase) in inventories

(Increase)/decrease in trade and
notes receivables

(Increase)/decrease in prepayments

Decrease in deposits and other receivables

Increase/(decrease) in trade and

notes payables
Increase in other payables and accruals
Income tax paid

Net cash flows from operating activities

Notes
Liks3
RETHNRESRE
B 350 Al A
TG
B E M 4
BB 3
FRBEARAEINEZ
R B B AR B U 3
HEWE - WERREREHNEE
5
W% - BE - RERERD
5
e 5
BB EEH
b fF R AERE R 5
HEBEBIBRARARETIRZ
PRAEIR B B 5
ARE W) EE - FRE
FRBERARREINRZ
g ey 5
VA RSCHE 2 {51 E B AR e =2 5
FEARER & N B 2 BRI R R
TFEMUR = Al #3R)FE
5

RS/ ()
M 5 R ROE (S0,

FERT R (4 00), R A
B N A FEUGR IR
BN B 5 REEFIEEM,CRD)

HoAth FE A 008 S FRER B 38 A0
E A3

RETREELNIREIREFA

For the six months ended 30 June
BZEARA=1THLAEA

2017 2016
—E—+tF —E—RF
(Unaudited) (Unaudited)
(RBER) (REER)
RMB’000 RMB’000
ARETR ARETFT
186,309 165,077

13 77

(9,330) (5,526)

(30) (29)

668 159

(566) (262)
25,982 24,731

68 409
525 521

(99) -

(907) 408

4,743 6,009
1,660 -
1,015 8,817
210,051 200,391

4,787 (22,032)
(39,579) 24,507
(116) 1,590

448 1,467

5,289 (22,659)
13,513 46,316

(21,755) (46,760)
172,638 182,820
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Condensed Consolidated Statement of Cash Flows (Cont’d)

BRGEREERER (B)

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
Purchases of items of property, plant and
equipment and construction in progress
Purchases of intangible assets
Purchases of structured deposits
Release of structured deposits
Investments in associates
Purchases of equity investments at
fair value through profit or loss

Net cash flows used in investing activities
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RETHHRERE

)
BEYCERBRIARAEINRZ
P & M B A
HEYME  BELREREH
FTSR0R
HEEBERARRETIRZ
BB M PR 1S 5R0R

BEWE BERXEBEA R
fEETR

BEEVEE
BEAEBETER
BREBETER
B AR 2R E
BEEBIBRSUAREIERZ
it &

REERBEANASREFE

Notes

MteE

For the six months ended 30 June
BZEARA=1THLAEA

2017 2016

—E & —E—RF
(Unaudited) (Unaudited)
(REEFER) (CREg&EZ)
RMB’000 RMB’000
AR® TR AREET T
9,330 5,526

30 29

84 439

669 —

(9,932) (13,752)
(364) (70)
(390,000) —
230,000 -
(50,330) -
(23) (8,265)
(210,536) (11,093)




Condensed Consolidated Statement of Cash Flows (Cont’d)
HRFERERER (F)

CASH FLOWS FROM
FINANCING ACTIVITIES

Proceeds from exercise of share option

Repurchase of shares

Repayment of bank loans

Interest paid

Dividends paid

Release of bank deposits pledged for
bank loans

Net cash flows (used in)/from
financing activities

Net (decrease)/increase in cash and
cash equivalents

Cash and cash equivalents at 1 January

Effect of foreign exchange rate changes,
net

Cash and cash equivalents as 30 June

ANALYSIS OF BALANCES OF
CASH AND CASH EQUIVALENTS

Cash and bank balances

Short term deposits

RETHNRERE

TR PSR
FAEPNCI )
BEERBITEFAXNNRS
ERNHME

EE

BN ABSRITERMERZ
RITER

BMEEFSH(EMR) ELEN

REeRNEFHE

ReRRSSEYORD), 1EINFHE

R—A—BNRERREEEY

ERBE B FE

RARA=ZTENRERREEHEY

RERBSSENERDINT

Be RIPITERG

EIRITEHR

The notes from pages 30 to 56 form an integral part of these interim

condensed consolidated financial statements.

Notes

i =

For the six months ended 30 June

BEAA=THILAEA

2017 2016
—E—+tF —E—RF
(Unaudited) (Unaudited)
(REEEX) (REER)
RMB’000 RMB’000
AR® TR ARBT T
3,507 234
(12,855) (10,605)
(9,104) (561)
(13) (77)
(71,152) (80,653)
- 122,510
(89,617) 30,848
(127,515) 202,575
663,296 563,280
(1,328) (15)
534,453 765,840
82,190 219,315
452,263 546,525
534,453 765,840

£ 30 £ 56 AWM BRI FE AR A P M B HRE

HIBBLD
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Notes to the Interim Financial Information

o 50 Bt 755 L B

1.1

30 DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED SRES&LZY (2R3

CORPORATE INFORMATION AND BASIS OF
PREPARATION AND CHANGES IN ACCOUNTING
POLICIES

Corporate and Group Information

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

The Company and its subsidiaries (collectively referred to as the
“Group”) underwent a reorganisation on 21 June 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”).

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

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

)ERRA]
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AR RAEBER

Rinsa (ZER)BRARI(TARFNDRZEE
ZFNAZTHRERSESARE(—AS—
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4% =5 52 i HE 52 Cricket Square, Hutchins Drive,
P.O. Box 2681, Grand Cayman KY1-1111,
Cayman Islands * 1 £ 2 & ¥ i 2 2 thak Bl =2
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3001-02 E °
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1.2

Notes to the Interim Financial Information

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

Basis of Preparation

These unaudited interim condensed consolidated financial
statements for the six months ended 30 June 2017 (collectively
defined as the “interim financial information”) have been prepared in
accordance with International Accounting Standards (“IAS”) 34
Interim financial reporting and applicable disclosure requirements of
the Rules Governing the listing of securities on the Stock Exchange
of Hong Kong Limited. They have been prepared under the historical
cost convention, except for financial assets at fair value through profit
or loss which have been measured at fair value.

The interim condensed consolidated financial statements are
presented in Renminbi (“RMB”) and all values are rounded to the
nearest thousand except when otherwise indicated. These interim
condensed consolidated financial statements have not been audited.
These interim condensed consolidated financial statements were
approved and authorized for issue by the Board on 22 August 2017.

The interim financial information does not include all the information
and disclosures required in the financial statements, and should be
read in conjunction with the Group’s audited financial statements for
the year ended 31 December 2016, which have been prepared in
accordance with International Financial Reporting Standards
(“IFRSs”) (which include all International Financial Reporting
Standards, International Accounting Standards and Interpretations)
as issued by the International Accounting Standards Board (“IASB”).

1.2

o 50 Bt 755 L B
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Notes to the Interim Financial Information

AR RS E R RE

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

1.3 Changes in Accounting Policies
The accounting policies adopted in the preparation of the interim
condensed consolidated financial statements are consistent with
those in the Group’s annual financial statements for the year ended
31 December 2016, except for the adoption of the revised standards

effective on 1 January 2017, noted below:

(@)  Revised IFRSs adopted by the Group
The Group has adopted the following revised IFRSs for the first

time for the current year’s financial statements.

Amendments to IAS 7 Disclosure Initiative
Amendments to IAS 12 Recognition of Deferred Tax
Assets for Unrealised Losses

Amendments to IFRS 12 Disclosure of Interests in
included in Annual Other Entities
Improvements 2014-2016
Cycle

The adoption of the revised IFRSs has had no significant

financial effect on these financial statements.
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1.3

Notes to the Interim Financial Information

o 50 Bt 755 L B

CORPORATE INFORMATION AND BASIS OF 1. REER - FEHREXE . SETBEEMNE
PREPARATION AND CHANGES IN ACCOUNTING (48)

POLICIES (Cont’d)

Changes in Accounting Policies (Cont’d) 1.3 EBERNEE (F)

(b) Issued but not yet effective IFRSs (b) B A A K A Sl e B BN B 7 25 2E Al

The Group has not applied the following new and revised

IFRSs that have been issued but are not yet effective, in these

financial statements.

Amendments to IFRS 2 Classification and Measurement
of Share-based Payment
Transactions'

Applying IFRS 9 Financial
Instruments with IFRS 4
Insurance Contracts'

Amendments to IFRS 4

IFRS 9 Financial Instruments’
Amendments to IFRS 10 Sale or Contribution of Assets
and IAS 28 between an Investor and
its Associate or Joint Venture*
IFRS 15 Revenue from Contracts with

Customers'
Clarifications to IFRS15
Revenue from Contracts

Amendments to IFRS 15

with Customers'

AEBARNZEVHEHRRPEAUT
B AR AR 1B 18 R A R HT AT R AR B AT BB
TGRS AR o

ERUBREENER  ARGEEHEZ M5
(1B3TK) RBZABRTE
BRUBRERNEAS  —HEAERIBRE
(1B3TK) BAIZEIG BT A

REIBRE 2R
FAFREAAT
AREEREEANEIR  2BTA
BRERRSEANE10% AKLEHAEBLAAE
RERE%ERE 285 PEZENEELE
(1B3TK) A
BREEREENE 155 KEBFAHZHMA
BB s 2 A gy s
F155% (BFIA) Z15HKEEP
AU ZMAZ B!
AR RE LS 165 AL

BN HERIB 40 (EATR) BRLEN R

IFRS 16 Leases?

Amendments to IAS 40 Transfers of Investment Property"

IFRIC 22 Foreign Currency Transactions
and Advance Consideration’

IFRIC 23 Uncertainty over Income Tax
Treatments?

IFRS 17 Insurance Contracts®

Amendments to IFRS 1

First-time Adoption of

AREBRERREEE  MERZREMAE
ABE2%

BREBRERRERE  AENETEEY
REE 28 THEE M

BREEREENE1SE  REAL®

ZE-WEEZENFE BEARBERGBRE

included in Annual International Financial
Improvements 2014-2016  Reporting Standards’
Cycle

Amendments to IAS 28

included in Annual

Investments in Associates and
Joint Ventures'

Improvements 2014-2016

Cycle

U Effective for annual periods beginning on or after 1 January
2018

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

g Effective for annual periods beginning on or after 1 January
2021

4 No mandatory effective date yet determined but available for
adoption

AR EENEROEL  EA)
BRI B IRERERIE 15

(BFIAR)

ZE-REZ-F-NF  RBELRRAERE
AR FEHERBEL  ZRE
Bt ERIE 285

(fBFIA)

g R-ZE—N\F—A— B2 &FRRNE
IEE R

2 REZZT—NEF—A— Bz Z2EBFARHEF
JE HAR A Rk
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2.

SEGMENT INFORMATION

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

(@  Manufacture and sale of intermediates and bulk medicines (the
“intermediates and bulk medicines” segment)

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

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

Segment assets exclude deferred tax assets, cash and bank, 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.

Intersegment sales and transfers are transacted with reference to the
selling prices used for sales made to third parties at the then
prevailing market prices.
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SEGMENT INFORMATION (Cont’d) 2. DHEERE)
The following is an analysis of the Group’s revenue and results by AT AAEBERANHRNEE S EE D 2 WA
operating segment for the period: REZEDNT
Intermediates Elimination of
and bulk Finished intersegment
medicines drugs sales Total
Six months ended HE-Z—-tH&XA=1HL TERR ik
30 June 2017 (unaudited) AER (REER) R¥iE FRE TEEHEE B
RMB’000 RMB’000 RMB’000 RMB’000

AR® TR AR® TR AR® TR AR®TR

Segment Revenue: oL ONE
Sales to external customers HINEE 65,652 425,404 - 491,056
Intersegment sales DHEFEE 13,068 2,521 (15,589) -
78,720 427,925 (15,589) 491,056
Segment Results PEEE (5,778) 246,831 - 241,053
Reconciliation: HE
Unallocated gains Ko BEEWA 11,939
Corporate and other EREMRSRS
unallocated expenses (66,670)
Finance costs &R (13)
Profit before tax B 7% AT A 186,309
Intermediates Elimination of
and bulk Finished intersegment
medicines drugs sales Total
Six months ended BE-_Z— T A=tHL iR K HiH
30 June 2016 (unaudited) NER (REEZ) [} B2 X B2 DEREEE FE
RMB’000 RMB’000 RMB’000 RMB’000
AREFT ARETTT ARBTT ARBTTT
Segment Revenue: DEBA
Sales to external customers HINEE 94,406 324,043 - 418,449
Intersegment sales DEEEE 35,819 = (35,819) =
130,225 324,043 (35,819) 418,449
Segment Results DEEE (6,793) 206,462 - 199,669
Reconciliation: P
Unallocated gains RO BWA 11,329
Corporate and other rEREMARSEEZ
unallocated expenses (45,844)
Finance costs B (77)
Profit before tax B 75 AT i A 165,077
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2. SEGMENT INFORMATION (Cont’d)

The following is an analysis of the Group’s assets by operating

segment:

As at 30 June 2017 (unaudited)

Segment Assets:
Reconciliation:
Corporate and other unallocated assets

Total assets

As at 31 December 2016 (audited)

Segment Assets:
Reconciliation:

Corporate and other unallocated assets

Total assets

Intermediates

and bulk
medicines
TEER
REZB—tEXA=1H(REER) FERE
RMB’000
ARETR
PEEE 383,868
:E%EA( .
TrEMEMRDEEE
BEE
Intermediates
and bulk
medicines
iR
RZE—RE+_A=+—R(EE%) Rt B
RMB’000
ARET T
PEEE 368,763
:E%EA( .
rEREMRDEEE
BEE
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2. ZDEEHGE)

Finished
drugs

5%
RMB’000
ARBTR

558,344

Finished
drugs

PR B
RMB’000
ARBTT

531,042

AT RAREBEEANEE DB D 2 DT -

Total

By
RMB’000

AR®TR

942,212

1,038,199

1,980,411

Total
e
RMB’000

ARETT

899,805

986,559

1,886,364



Notes to the Interim Financial Information

REVENUE, OTHER INCOME AND GAINS 3.

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

Government grants

Foreign exchange differences

Others

Gains

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

FINANCE COSTS

Interest on bank loans wholly repayable
within five years

WA

)

0

HES M

\

HAbg A

RITAEHA
BRBEURAREIRZ
PRI A BB A
B BER
PEH ER

Hitp

i 2=

HEZBBHEARAEINERZ
PRI B W s

4.

AR RFRTEEEN
RITERZHE

o 50 Bt 755 L B
A - B R 3

WA(REEEER)EHEERITKES &
SITHANERFE

REBWA - BB ARKWEATAT

For the six months ended 30 June
BZEAA=tHIEAAEA

2017 2016
—E—+tF =K

(Unaudited) (Unaudited)

(REEEX) (REEER)

RMB’000 RMB’000

AR®T R ARBT T

491,056 418,449

9,330 5,526

30 29

1,389 1,376

- 3,946

2,865 620

13,614 11,497

99 -

13,713 11,497

% ER

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

2017 2016
—2—tF —ERF
(Unaudited) (Unaudited)
(REEEX) (REER)
RMB’000 RMB’000
ARBT R ARBT T
13 77
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5. PROFIT BEFORE TAX 5  BRFEANEF
The Group’s profit before tax is arrived at after charging/(crediting): ANEB AR T ADE R TR (GEA) T5&
THIEETE ¢
For the six months ended 30 June
BEASA=+THLAREA
2017 2016
—E—+tF AN S
(Unaudited) (Unaudited)
(REER) (REEEZ)
RMB’000 RMB’000
AR® TR AREFTT
Cost of inventories sold* B EFERA~ 150,224 162,746
Depreciation e 25,982 24,731
Recognition of land use rights* + Hh {5 A RERE R 525 521
Research and development costs: e R AN -
Amortisation of intangible assets*** A EE Y 251 294
Current period expenditure AREARE S 18,136 14,912
18,387 15,206
Minimum lease payments under LEMRN N2 RIEES
operating leases:
Buildings EF 438 551
Employee benefit expense (including directors’ {& 8 4& #1512
and chief executive officer’s remuneration): (BREEENBIMNE) :
Wages and salaries TENGS 39,762 33,915
Retirement benefits RNEF 3,659 3,844
Accommodation benefits FEEF 1,740 1,778
Other benefits H{th %3 F| 6,586 5,467
Equity-settled share option expense LA B S A O BB AR i Bl S 4,743 6,009
56,490 51,013
Foreign exchange differences, net fEH Z%E ;‘%‘%35 2,857 (3,946)
Reversal of impairment of property, Yz - B - RAERERE
plant and equipment (566) (262)
Write-down of inventories to FEMURZ Al & 37 5E
net realisable value 1,015 8,817
Fair value (gains)/losses, net: DA (W) BiE - FRE
Equity investments at fair value BRBmUARAABEIRZ RIERE
through profit or loss (907) 408
Bank interest income RITFI B UA (9,330) (5,526)
Loss on disposal of items of property, HEDE MEMRESHEENEER
plant and equipment 668 159
Gain on disposal of equity investments at HEBBEBRUALENERZ
fair value through profit or loss I 12 & K W as (99) -
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Notes to the Interim Financial Information

PROFIT BEFORE TAX (Cont’d) 5.

* The depreciation of RMB21,161,000 (2016: RMB20,346,000) for the
period is included in “Cost of inventories sold”.

ke

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

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

INCOME TAX 6.
Current income tax EHAMEH
Current income tax charge BT N
Adjustments in respect of current income ERARATFEEHMEHARE
tax in previous years
Deferred income tax AR IE
Total tax charge for the period NEAEFIA S H 4258

No provision for Hong Kong profits tax has been made as the Group
had no assessable profits arising in Hong Kong during the period.
Taxation for the subsidiaries in Mainland China is calculated on the
estimated assessable profits for the period at the rates of tax
prevailing in the locations in which the Group’s subsidiaries operate,
based on existing legislation, interpretations and practices in respect
thereof.

o 50 Bt 755 L B

BRI AR R (4)

* REEHEEHR ARKE21,161,000T(=F
—"F : AR¥20,346,0007T) Bt ATE &
TFERA]

o ANEREA L AR AMBRRE BER
B TTEER ] ©

o AERMETEESFET AGBREAIEERN
[EmEm] -

Frig®i

For the six months ended 30 June
BZE<A=tHILAEA

2017 2016
—E—t5F T RF
(Unaudited) (Unaudited)
(REBEX) (REEERZ)
RMB’000 RMB’000
AR® TR ARBT T
29,640 25,885
45 ©)
7,656 7,721
37,341 38,597

RN AR BN AR B I 8 E £ B RPUR
M A EAFENGSHRELRE - RPEX
BE 2 KYER R]E BIR YRR AN AR (At AR A
A - R BB A B S A P 2 3R
AR  BERREN - ASH 2 @A Emat

sty

H o
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7.

DIVIDENDS

Dividend pertaining to the prior year declared #HZE/X A=+ B IF/NEAEIRHE

in the six months ended 30 June
Interim — HK$0.03 (2016: HK$0.03)

EEERE

On 22 August 2017, the Company declared an interim dividend for
the year ending 31 December 2017, at HK$0.03 per share,
amounting to a total sum of approximately HK$23,805,000
(approximately equivalent to RMB20,373,000).

EARNINGS PER SHARE

The calculation of basic earnings per share for the six months ended
30 June 2017 is based on the profit for the period attributable to
ordinary equity holders of the parent of RMB148,968,000 (2016:
RMB131,480,000) and the weighted average number of
801,329,912 ordinary shares (2016: 802,880,044 ordinary shares) in

issue during the period.

The calculation of diluted earnings per share for the period is based
on the profit for the period attributable to ordinary equity holders of
the parent of RMB148,968,000 (2016: RMB131,480,000) and the
weighted average number of 801,329,912 ordinary shares (2016:
803,682,241 ordinary shares) in issue during the period after
adjusting for the effect of dilutive options.
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hH BREBRIEE0.037T
per ordinary share ZZT—"F : B¥0.037T)

For the six months ended 30 June

BEAA=+THLAEA

2017 2016
—E—tF —ZERF
(Unaudited) (Unaudited)
(REEEX) (REER)
RMB’000 RMB’000
AR®T R ARBTT
71,152 80,653
20,373 20,673

ARFR=F—tFENA=+=RAERAE=
T—tE+-A=+—RALFENTHRES
f2 4 #0.03 7T + & 24974 % 23,805,000 7T ( 49
HER AR 20,373,0007T) °

IR & A

an

BE_Z—+tFNA=ZTALEANEANSHRE
REFTRE AR ERRERTA ARG A
134 ) A FR 5 148,968,000 7T (T — 74 : A
R#131,480,00070) A R AR EAR B BT E 8
A% B% 19 2 AN 4 F 15 A% £801,329,912 R (=&
—7N4E 1 802,880,044 %) Mt & -

NEAREEE 2 B REF TR R BT Bk
R B A FE(GZAR B DR T A K 5 148,968,000 7T
(ZZ—"F : AR¥131,480,0007T) A KA
HEERTEBERRKR M 2 MEFH R
801,329,912 i% (= Z — 754 : 803,682,241 fi%)
FTE - Wt BESEER 2 AR T AT



10.

Notes to the Interim Financial Information

MOVEMENTS IN PROPERTY, PLANT AND EQUIPMENT 9.

During the period, additions of property, plant and equipment
amounted to approximately RMB2,033,000 (2016: approximately
RMB919,000). During the period, items of plant and equipment with
net carrying amount of approximately RMB186,000 (2016:
approximately RMB598,000) were disposed of.

As at 30 June 2017, certain of the Group’s leasehold land and
building in Hong Kong with net carrying amount of approximately
RMB30,669,000 (as at 31 December 2016: RMB31,815,000) were
pledged to bank to secure bank facilities granted to its subsidiary.

INVENTORIES 10.
At cost or net realisable value: VAR ZN 2 A] 43R )R B TE -
Raw materials Rk
Work in progress ER
Finished goods RIAK

B B 3 B R B
M BERSEZS

KERE - REBEZYE BMERZBEBENAA
R#2,0383,000 (=T —AF: HEARE
919,0007T) » ANEAfE « HE 2 ME KX EEE
EEFEN A AR 186,000 7T (=T — /< 4F :
#E AR 598,000 7T) °

RZZF—+t& X A=1H AEEHETESHH
&+ KR FAREF E 4 A K8 30,669,000 7T
(R—ZE—RE+-_A=+—HBH: AR¥
31,815,0007T) B E MG MITIE R ERRITHE
FETARMRITREEE -

7E
30 June 31 December
2017 2016
—E—tEF ZE-RF
ARA=tH +ZHAH=+—H
(Unaudited) (Audited)
(REER) (B&EZ)
RMB’000 RMB’000
AR®TR ARETIT
26,250 24,353
37,563 35,011
55,131 65,382
118,944 124,746
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11. TRADE AND NOTES RECEIVABLES

11.

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

30 June 2017,net of provisions, is as follows:

Trade receivables
Outstanding balances with ages:
Within 90 days
Between 91 and 180 days
Between 181 and 270 days
Between 271 and 360 days

Notes receivable

e B 5 K8
AR EE] 7 R 1R R EREE -
90 HA
91ZE180H
181Z270H
271% 360 H

SO

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

except for new customers, where payment in advance is normally

required. Invoices are normally payable within one month of issue,

except for major customers, where the terms are extended to three

months.
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BWE Z kEERIA

kR HER R

—tFERNA=ZTHHNEK

B o MEEFBERERITOT

30 June 31 December
2017 2016
—E—tF —E—RF
AB=+H +ZA=+—H
(Unaudited) (Audited)
(REBERZ) (B2##%)
RMB’000 RMB’000
ARETT ARET T
126,163 108,463
9,052 2,125

4,850 96

84 -

140,149 110,684
125,090 114,976
265,239 225,660
BRETRE —MEBAGUEI AEBEERE

ERRERFRZS - FEH—RRP—EA -
mEREFRATERE=fEA -



Notes to the Interim Financial Information

12. PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES

Prepayments LB
Deposits and other receivables & ® [ B th fE WK IE
Structured deposits ERE T

None of the above assets is either past due or impaired. The financial
assets included in the above balances relate to receivables for which
there was no recent history of default.

12.

S B RS A R Y RE

AR - B REMERRIER

30 June 31 December
2017 2016
—E—+tHF —E—RF
ANA=+H +=—A=+—H
(Unaudited) (Audited)
(REEX) (B&E%)
RMB’000 RMB’000
ARETR AREFT
2,884 7,760
7,742 3,198
370,000 210,000
380,626 220,958

BEERABMRILERE - LAEHRERE
Z A BT B SRR KO SR mO JE YRR
7 e
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13. TRADE AND NOTES PAYABLES

An aged analysis of the trade payables and notes payable as at 30
June 2017 is as follows:

Outstanding balances with ages: R BRER S HY 1 K B4R 78
Within 90 days 90HA
Between 91 and 180 days 91 £ 180 H
Between 181 and 270 days 181 £ 270 H
Between 271 and 360 days 271 £ 360 H
Over one year — &L F

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

RIB—tHFRA=TANENEZNENE
BRIERER T

30 June 31 December
2017 2016
—E—+F —E—RF
AA=+H +ZA=t—H
(Unaudited) (Audited)
(REEX) (B &%)
RMB’000 RMB’000
ARETR ARETFT
70,905 33,765
21,313 53,238

222 228

72 8

715 704
93,227 87,938

FENE SHBET NS R—RIENA+HRE
HgN - BRNE S RENREKIAZ REER
HERnERE -
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14. SHARE CAPITAL 14, B3R
Number of shares Amount
RHEE -]
30 June 31December 30 June 31 December
2017 2016 2017 2016
—E—tF —T—RF —E—+F ZE-RF
RA=t+H +ZA=+—H ARA=Z+H +tZA=1+—H
HK$’000 HK$'000
BETT BT
Ordinary shares of HK$0.1 each &REEHE —= 2 AR
Authorised: EERRA 10,000,000,000 10,000,000,000 1,000,000 1,000,000
Issued and fully paid: BBITREERM
At the beginning of the REY,/E4)
period/year 801,852,000 804,848,000 80,185 80,485
Shares issued upon exercise of  {T{EBRIER LTI (a)
share options (a) 1,270,000 540,000 127 54
Share repurchased in 2016 2016 F xR BE B R 5184 (o)
and cancelled (b) (820,000) - (82)
Share repurchased and it B El &8 (o)
cancelled (c) (2,444,000) (3,536,000 (244) (354)
At end of the period/year RER R 799,858,000 801,852,000 79,986 80,185
Equivalent to RMB’000 EFEARETT 84,776 84,952
(@ During the period, 1,270,000 share options under the (@)  RZAEIR - 1,270,000 BRAR HE A A 7 R

Company’s share option scheme were exercised. Accordingly,
1,270,000 ordinary shares of HK$0.1 each were issued as a
result of the exercise of share options.

The Company repurchased 820,000 of its ordinary shares on
the Stock Exchange for a total consideration of HK$3,801,000
before expenses in December 2016. The repurchased shares
were subsequently cancelled on 26 January 2017.

The Company repurchased 2,444,000 of its ordinary shares on
the Stock Exchange for a total consideration of
HK$11,109,000 before expenses. The repurchased shares
were cancelled during the period. The nominal value of the
cancelled shares of HK$244,000 was transferred to the capital
redemption reserve and the premium on repurchase, and the
related costs incurred for share repurchase, HK$10,915,000 in
total, were charged against the share premium account of the
Company.

BBz BERECSETR - Bt
1,270,000 kR EEE K01 T2 E&
BB RZEEREETEMET

ZZE—R"F+ZR  ARREHRE
[B1820,000 ik A~ A Bl E AR + KRt & A
2 #R (B A 3,801,000t « BEE AN
PEER2017 51 26 AL o

ANA RITERE X P BB [E] 2,444,000 B A A 7]
TR GD - Rt BRZBRERAK
11,109,000 7T + & B & i 17 70 < B fE 5%
e MFHRMNEEBENRSE ZEEHEE
244,000 TEBAEAREEFE - MkH
BEAAM 2 EEREHEERLBE
10,915,000 L E iR AR A B Z B 5 i B
/EEO
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15.

16.

46 DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED ZRES&.ZY (2R3

TREASURY SHARES

The Company repurchased 1,048,000 of its ordinary shares on the
Stock Exchange for a total consideration of HK$5,017,000 before
expenses in June 2017. The repurchased shares were subsequently
cancelled on 31 July 2017. The nominal value of those shares of
HK$104,800 was transferred to the capital redemption reserve and
the premium on repurchase, and the related costs incurred for share
repurchase, HK$4,933,000 in total, were charged against the share
premium account of the Company.

SHARE OPTION SCHEME

The Company adopted a share option scheme in 2003 (the “2003
Share Option Scheme”) for the purpose of providing incentives and
rewards to eligible persons (including the Company’s directors,
independent non-executive directors, employees of the Group and
other eligible participants as defined under the 2003 Share Option
Scheme) who contribute to the success of the Group’s operations.
The 2003 Share Option Scheme was expired on 20 June 2013. All
other respects of the provisions of the 2003 Share Option Scheme
shall remain in full force and holders of all options granted under the
20083 Share Option Scheme prior to such expiry shall be entitled to
exercise the outstanding options pursuant to the terms of the 2003
Share Option Scheme until expiry of the said options. As a result, a
new share option scheme, which was approved by the shareholders
at the annual general meeting on 24 May 2013, was effective on 21
June 2013 (the “2013 Share Option Scheme”), which was after the
expiry of the 2003 Share Option Scheme and will remain in force for
10 years until 20 June 2023. The principal terms of the 2013 Share
Option Scheme and the 2003 Share Option Scheme are similar and
are collectively referred to as the “Scheme”.

)ERRA]

15.

16.

ERER gy

ZE—tHFRNA ARAEBIMEE
1,048,000k A A Bl E @A) - RetBERZ
HBRIBABHES,017,0007  BEIMG H%E
201747 A 31 B kil o BLat i AR ) E (E 48
£ 2 HUEEA104,800 L E B EEAEEIHE -
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16. SHARE OPTION SCHEME (Cont’d) 16. BBIRFERTEI(E)

Movements of Company’s share options under the Scheme during NEARE - ZETEIR AR RIEREZ ST
the period were as follows:

Number of share options
BREZE
Closing price
of the
Company’s
shares at
At Granted  Exercised Lapsed At Exercise immediate
Name or category $E%£#  1January duringthe  duringthe  during the 30 June Date of grant of Exercise period price of share  date before
of participant HER 2017 period period  period (d) 2017 share options (a) of share options options (b)  the grant (c)
S 8- S - i RitBRE BRE BRE SR
“B-tf ERM BfffE  BAM( =Z-tfF A (a) yid TEE®b) BRET-X
-A-H ~A=TH KARRS
K E# (c)
(dd/mm/yy) (dd/mm/yy) HK$ HK$
(A/ A/ &) (B/ A/ &) i Tt
Chief Executive % (e)
Officer ()
Mr.ChenShaoun ~ FRAZEE 3,000,000 - - - 3,000,000 08/01/15  08/01/16-07/01/21 515 497
3,000,000 - - - 3,000,000 18/03/15  18/08/16-17/03/21 527 515
2,000,000 - - - 2,000,000 16/04/15  16/04/16-15/04/21 7.34 717
8,000,000 - - - 8,000,000
Other employees ~ H#i{ES
In aggregate @t 1,324,000 - (1,270,000) (54,000) - 25/03/11 25/08/12-24/03/17 318 3.14
1,000,000 - - - 1,000,000 17/09/14  17/09/15-16/09/20 6.44 6.07
2,900,000 - - - 2,900,000 08/01/15  08/01/16-07/01/21 515 4.97
4,000,000 - - - 4,000,000 16/04/15  16/04/16-15/04/21 7.34 717
1,400,000 - - - 1,400,000 281115 23/11/16-22/11/21 6.38 6.37
1,500,000 - - - 1,500,000 11/05/16  11/06/17-10/05/22 6.34 6.29
1,200,000 - - - 1,200,000 08/09/16  08/09/17-07/09/22 5,66 5.56
13,324,000 - (1,270,000) (54,000) 12,000,000
21,324,000 - (1,270,000) (54,000) 20,000,000
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16. SHARE OPTION SCHEME (Cont’d) 16. BBIRFERTEI(E)

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

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

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

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

(e) Mr. Chen Shaojun was appointed as chief executive officer of
the Company on 18 April 2016. During 2015, Mr. Chen
Shaojun was granted total 8,000,000 share options. The total
number of share options granted to Mr. Chen representing
approximately 1.008% of the issued share capital of the
Company at the date of this report, which exceeds the rule “the
maximum number of shares issuable under share options to
each eligible person in the Scheme is limited to 1% of the
shares of the Company issue at any time” of the Scheme. This
is due to the Company repurchased shares and cancelled
during the period, resulted in the issued share capital of the
Company decreased.

The price of the Company’s shares disclosed immediately before the
exercise date of the share options is the weighted average of the
Stock Exchange closing prices immediately before the dates on
which the options were exercised over all of the exercise of options
within the disclosure line. The weighted average closing price of
Company’s shares immediately before the dates on which the
options were exercised by employees was HK$4.61.

For the six months ended 30 June 2017, no share option was
cancelled. As at 30 June 2017, the Company had 20,000,000 share
options outstanding under the Scheme, which represented
approximately 2.50% of the Company’s shares in issue as at that
date. The exercise in full of the remaining share options would, under
the present capital structure of the Company, result in the issue of
20,000,000 additional ordinary shares of the Company, additional
share capital of HK$2,000,000 and share premium of
HK$119,909,000 (before share issue expenses).
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16. SHARE OPTION SCHEME (Cont’d)

17.

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

1.21
43
43

1.365

Date of Grant R BH 25/03/2011  17/09/2014 08/01/2015
Dividend yield (%) BREE (%) 197 097
Expected volatility (%) TEERR 18 (%) 40 42
Historical volatility (%) BARIE (%) 40 42
Risk-free interest rate (%) ERRITIAE (%) 1.970 1.584
Expected life of option (year) BRRERFH(F) 6 6
Fair value at the date of grant (HK$) RIRH BEHNAZE(EE) 0.98 245

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

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

The Group recognised share option expenses of RMB4,743,000
under the Scheme during the six months period ended 30 June
2017 (six months period ended 30 June 2016: RMB6,009,000).

RESERVES

The amounts of the Group’ s reserves and the movements therein
for the six months periods are presented in the condensed
consolidated statement of changes in equity on page 26 of the
interim report.

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

1.92

16.

18/3/2015

17.
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16/4/2015 23/11/2015  11/5/2016  8/9/2016

1.18 0.85 1.04 1.06 1.30
43 43 43 43 43
43 43 43 43 43
1.290 1.065 1.183 0.969 0.694
6 6 6 6 6
1.97 2.82 2.42 2.34 2.03
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17. RESERVES (Cont’d) 17. R (&)
(i) Statutory surplus reserve (the “SSR”) i) ZEBHLIAES
In accordance with the Company Law of the PRC and the RIE A B A BE R A BB AR QA
articles of association of the Mainland China subsidiaries, the ER FEBARSAAEKRTREAR
Mainland China subsidiaries are each required to allocate 10% 2EHER - BERIEEFE10% 5 EE
of their profit after tax, as determined in accordance with the FEEBRRTEE  BEEEATCHEABRLRES
PRC generally accepted accounting principles, to the SSR until EFP B A R FEME AR 50% o F6
this reserve reaches 50% of the registered capital of the DEEBANES T E B ERA AL
Mainland China subsidiaries. Part of the SSR may be converted IR - HEE AR LB EBRBDIERE
to increase the paid-up capital, provided that the remaining & E 25% °
balance after the capitalisation is not less than 25% of the
registered capital.
(i) Exchange fluctuation reserve (i) EZREEE
The exchange fluctuation reserve is used to record exchange BE 408 Bh i 88 T PR M R SR AR S AN B /BB
differences arising from the translation of the financial N AIB I TR P EE AR VI 5 258 -
statements of foreign subsidiaries.
18. FINANCIAL INSTRUMENTS BY CATEGORY 18. ZERE S 2@ I A
Financial assets B EE
30 June 2017 31 December 2016
“E2-LERAZTH “2 5 t-A=T-H
(Unaudited) (Audited)
(REER) (B%H7)
Equity Equity
investments at investments at
fair value fair value
through profit Loans and through profit Loans and
or loss receivables Total or loss receivables Total
FRBHEN BRERN
DESIEZ EXR I Lilliwd EFR
RERE FElFE L RiERE ez &%
RMB’000 RMB'000 RMB’000 RMB'000 RMB'000 RMB'000
ARETR ARETR ARETR AREFT ARETT ARETT
Trade and notes receivables EUESREEFE - 265,239 265,239 - 225,660 225,660
Financial assets included in AR #eR
prepayments, deposits and Eft sz
other receivables BBEE - 377,742 377,142 - 213,198 213,198
Equity investments at fair value BRBRARAE
through profit or loss P8 2 FRER A 8,154 - 8,154 7,194 = 7,19
Cash and bank ReRFTER - 534,453 534,453 — 663,296 663,296
8,154 1,177,434 1,185,588 7,794 1,102,154 1,109,948
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18. FINANCIAL INSTRUMENTS BY CATEGORY (Cont’d) 18. ZERE s 2EMT A ()

Financial liabilities

BBaE

30 June 31 December
2017 2016
—E—+tF —ERF
ARA=tH +ZHAH=+—H
(Unaudited) (Audited)
(REEEX) (B&EZ)
Financial Financial
liabilities at liabilities at

amortised cost

amortised cost

BEMERATE  REEAAGE

ZHBa s ZHasE

RMB’000 RMB’000

ARETx AREFIT

Trade and notes payables BB 5 REEHIE 93,227 87,938
Financial liabilities included in STARMENRRIERER 2

other payables and accruals g aE 84,649 49,633

Interest-bearing bank loans HEERITER - 9,104

177,876 146,675
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19. FAIR VALUE HIERARCHY OF FINANCIAL 19. SR TEZAREEBR
INSTRUMENTS
The following tables illustrate the fair value measurement hierarchy of TRIBAEFSFHTANAAREAEER :
the Group’s financial instruments:
Assets measured at fair value as at 30 June 2017: R-ZB-—tHFARNA=tRRAABEFENE

Fair value measurement using
ERAUTREETAAENE

Quoted prices Significant Significant

in active observable unobservable

markets inputs inputs Total
(Level 1) (Level 2) (Level 3)
RIER BEXH Eb ]

miSHRE BEmAR BEEmAE &&t
EF-R gt E=H

RMB’000 RMB’000 RMB'000 RMB'000

AR® TR AR®TR AR®TR ARETR

Equity investments at fair value BBEZADS

through profit or loss BIR 2 IRHERE 8,154 - - 8,154
During the period ended 30 June 2017, there were no transfers of HE-_ZT—+tFA=+HILHHE F—HHE
fair value measurements between Level 1 and Level 2 and no F_REWBAAEFEER  TEEARS
transfers into or out of Level 3. HE=4 -
The carrying amounts of cash and bank, trade and notes receivables, BERBITER BRES NEHERE - ER
trade and notes payables, financial assets included in prepayments, B REEHE  stATBNK ke MEMmE
deposits and other receivables, financial liabilities included in other W2 B EE « st AEMER K ETERE R
payables and accruals, approximate to their fair values. 2B ENREEEE QA AERE °
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20.

COMMITMENTS

(@) Operating lease commitments

At 30 June 2017, the Group had total future minimum lease

rentals payable under non-cancellable operating leases falling

due as follows:

Within one year
After one year but within five years

(b) Capital commitments

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

—%R"

—FRETZRAF

=

)

ERI4) - BRIERE

TR 55 B i 2R
T RET

Notes to the Interim

20.

Financial Information
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EE

(@) REEHEERE

BE_Z—tHFXA=1TH A&EER
BRI SRR BIRRKEN &

EAERBARENT

30 June 31 December
2017 2016
—E—+F —E—RF
ANA=+H +t=-A=+—8H
(Unaudited) (Audited)
(REEZ) (B2##%)
RMB’000 RMB’000
AR%T R ARET T
865 624
258 335
1,123 959

(b) EXREE
30 June 31 December
2017 2016
—E—+F —E—RF
ANA=+H +t=-—A=+—8
(Unaudited) (Audited)
(REER) (B#E%)
RMB’000 RMB’000
AR®F ARET T
2,249 3,060
832 -
3,081 3,060
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21.

22.

RELATED PARTY TRANSACTIONS

Compensation of key management personnel of the Group:

¥ REREYEN

B THREREREA
RIREFT B

Salaries, allowances and benefits in kind
Employee share option benefits
Pension scheme contributions

Total compensation paid to key FTEEBEAEMESET
management personnel

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES

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

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

Foreign currency risk

Except the office premises in Hong Kong, the Group does not have
significant investment outside of Mainland China. However, the
Group has transactional currency exposures. These exposures arise
from sales of the Group’s subsidiaries denominated in currencies
other than the Group’s subsidiaries’ functional currency.
Approximately 14.8% of the Group’s sales for the six months ended
30 June 2017 (2016: 11.3%) were denominated in currencies other
than the functional currency of the Mainland China subsidiaries. In
general situation, upon receipt of currencies other than the functional
currency, the Mainland China subsidiaries sell them to the banks

immediately in order to convert them into functional currency.
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21.

22.

BELTXRS

AEBTIEEEAEMS

For the six months

ended 30 June
BEXA=t+THLEXEA

2017 2016

—E—tF —E—R
(Unaudited) (Unaudited)
(REER) (REEER)
RMB’000 RMB’000
AR®T ARETT
2,393 2,123
1,458 2,385
46 29
3,897 4,537
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22. FINANCIAL RISK MANAGEMENT OBJECTIVES AND

POLICIES (Cont’d)

Credit risk

The Group trades only with recognised and creditworthy third
parties. It is the Group’s policy that all customers who wish to trade
on credit terms are subject to credit verification procedures. In
addition, receivables and balances are monitored on an ongoing
basis and the Group’s exposure to bad debt is not significant.

With respect to credit risk arising from the other financial assets of
the Group, which comprise cash and short-term deposits, other
receivables and 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.

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

Liquidity risk

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

o 50 Bt 755 L B
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22.

23.

56 DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED SRES&.ZY (2R3

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (Cont’d)

Interest rate risk

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

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

impact of interest rate fluctuations.

Capital management

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

The Group manages its capital structure and makes adjustments to
it, in light of changes in economic conditions. To maintain or adjust
the capital structure, the Group may adjust the dividend payment to
shareholders, return capital to shareholders or issue new shares. No
changes were made in the objectives, policies or processes for
managing capital for the six months ended 30 June 2017.

APPROVAL OF THE INTERIM FINANCIAL REPORT

The interim report was approved and authorised for issue by the
board of directors on 22 August 2017.
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