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Chairman’s Statement

ERRE

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
2020 (the “period”) together with the comparative figures in 2019. These
interim results have been reviewed by the audit committee of the
Company.

RESULTS

The Group recorded revenue of approximately RMB488,993,000 for the
six months ended 30 June 2020 (2019: RMB490,750,000), basically
remained flat compared to the correspondent period of 2019. Profit
attributable to the owners of the parent was approximately
RMB129,691,000 (2019: RMB150,416,000), representing a decrease of
approximately 13.8% compared to the same period of 2019. The decrease
in profit during the period was mainly due to the year-on-year decrease in
sales amount of Entecavir Dispersible Tablets and powder for injection.

BUSINESS REVIEW AND PROSPECT

During this period, the outbreak of novel coronavirus pneumonia had an
impact on all trades and industries to varying degrees. In terms of the
pharmaceutical industry, during the outbreak, there was a significant
decrease in the number of outpatients and inpatients in hospitals. There
was an interruption in the industry supply chain due to production
suspension. Delay in logistics took place. Except the sharp increase in the
demand for products in relation to epidemic prevention and control,
diagnosis, treatment, etc., operations in other processes were affected to
varying degrees. Therefore, results of operations generally faltered, as
compared with the same period of last year.

After the outbreak of novel coronavirus pneumonia, the management of
the Group took prevention and control measures in accordance with the
guidelines of the government. Subject to protection of the health of
employees, they resumed the work and production, ensuring the supply of
various products, and made efforts to minimize the impact of the outbreak
on corporate production and operation. However, due to the wide impact
of the outbreak on the external management environment, the progress of
resumption of operation by terminal customers in the market varied in the
later period, which affected the sales channels, with a serious influence on
the sales of powder for injection and cephalosporin oral-form-preparations.
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During the period, the profit of the Group decreased, due to the impact of
the outbreak of novel coronavirus pneumonia, as well as a fall in the profit
margins of Amlodipine Besylate Tablets, Entecavir Dispersible Tablets and
other main varieties of the Group in respect of which bids were won in the
centralized procurement of drugs by the state, compared with the same
period of last year. However, the huge supply under centralized
procurement contracts for varieties in respect of which the bids were won,
not only stabilized the sales revenue of the Group, but also helped the
Group comprehensively reduce the production costs of each types of
products, especially specific medicine, thus comprehensively increasing
the competitiveness of the Group’s products.

Immediately following the previous two rounds of national centralized
procurement of drugs, a new round of centralized procurement of drugs
commenced at the end of July in the year. The Group is fully aware that
the normalization of group purchasing organization will lead to the trend of
continuous fall in the drug price, resulting in increased competition
between enterprises. In order to meet the market demand and seek
broader room for its development, the Group has made efforts to
strengthen its product structure, improve its product quality, and has been
committed to innovation and upgrade. In the past few years, the
development and research team of the Group has not only devoted itself
to organizing the quality consistency evaluation of its existing products, but
also actively invested resources in research and development of new
products and technologies. In addition, the Group conducted strategic
corporate merger and acquisition, acquired drug under research and
established joint venture drug research and development enterprise. The
Company carries out endogenous development of varieties and exogenous
expansion of new product mix. Subject to successful implementation of a
series of action plans, the Company expects that in the foreseeable future,
marketing authorization will be gradually obtained for new products of the
Group, which will be launched in the market, thus generating considerable
revenue for the Group.
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Chairman’s Statement

ERRE

The products of the Group which are under development or transferred
are mainly chemical generic drugs with a wide range of medical
applications. In order to enhance the vitality of the product mix of the
Group, it will continuously and carefully select varieties for research and
development, in consideration of both endogenous and exogenous
methods, and will develop or transfer high-end new drugs by itself or in
cooperation with external scientific research institutions, if this is feasible
and promising. For example, Phase Il and Phase | clinical trials have been
carried out respectively for AK102 (proposed to be used for lowering
cholesterol levels) and AK109 (proposed to be used for treating gastric
cancer, lung cancer and rectal cancer), both of which are monoclonal
antibody agents as well as Class 1 new drugs developed by AD
Pharmaceuticals Co., Ltd. jointly established by Dawnrays Biotechnology
Capital (Asia) Ltd., a subsidiary of the Company, and Akeso Biopharma
Inc.

During the period, Suzhou Dawnrays Pharmaceutical Co., Ltd. and
Ltd., both of which are
subsidiaries of the Group, respectively continued to promote the new

Lanzhou Dawnrays Pharmaceutical Co.,

factory construction projects in Suzhou and Lanzhou. For details, see the
section headed the Management Discussion and Analysis in this report.
According to the market analysis and under the policy requirements of
review of the relevance of marketed drugs, domestic enterprises that
integrate the production of bulk medicines and preparations have obvious
advantages in generic drug competition. The Group expects that the
completion and use of the new factories in the two places will help improve
the production capacity and technological innovation capacity of the Group
for intermediates and bulk medicines, and benefit the Group in market
competition in the long run. Especially in the centralized procurement of
drugs by the state, the Group can capitalize on the advantages of its
corporate production cost structure to increase the chances of winning a
bid.

In the first half of 2020, continuous promotion by the government of the
linked reform of medical treatment, medical insurance and medicines, and
the wider scope and normalization of group purchasing organization and
consistency evaluation of drugs, as well as various policies and regulations
which are implemented and proposed in the second half of the year, will
promote further the operation rules and behavioral requirements on drug
research and development, approval, production, procurement,
distribution, payment and other processes, thus bringing about a more
standardized business environment for the industry.
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The Company will, on the basis of years of successful experience,
strengthen the training and reserve of talents in all fields, and plan and
manage research and development, production and sales work in an all-
round way, and strive to promote the close combination of the three
processes to produce the maximum effect, so as to fully unlock the
potential value of the Group’s industrial chain and continue to produce a
reasonable return on investment for the Company’s shareholders.

INTERIM DIVIDEND

The Board resolved to declare an interim dividend of HK$0.015 per share
for the year ending 31 December 2020, approximately amounting to a total
sum of HK$23,261,000 (equivalent to approximately RMB20,778,000).

APPRECIATION

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

By Order of the Board

Dawnrays Pharmaceutical (Holdings) Ltd.
Li Kei Ling
Chairman

Hong Kong, 25 August 2020
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Management Discussion and Analysis

EEENWmR DN
REVIEW OF OPERATIONS

During the period, despite the impact of the outbreak of novel coronavirus
pneumonia in the early stage, with the joint efforts of all employees and the
opportunity arising out of winning the bids for 4 products of the Group in
the centralized procurement in national alliance member regions and the
second round of national centralized procurement, there was a significant
increase of 50.4% in the sales volume and a fall of 1.1% in the sales of the
anti-hypertensive drug in “An” (%) series medicines of the Group, as
compared with the same period of 2019; there was a year-on-year
increase of 828.6% in the sales volume and an increase of 286.9% in the
sales of Fujian Dawnrays series products which are mainly to treat
hyperlipidemia; the sales volumes and sales of “Xikewei” (78 7] &) and “Xikexin”
(AR %), both of which are anti-allergic drugs, were basically flat year-on-
year; there was a significant increase of 717% in the sales volume and a
decline of 34.9% in the sales of Entecavir Dispersible Tablets as compared
with the same period of 2019. Affected by the outbreak, there was a
decrease of 12.3% in the sales volume and a decline of 9.8% in sales of
cephalosporin intermediates and bulk medicines as compared with the
same period of 2019. The segment results of intermediates and bulk
medicines recorded profit of RMB6.26 million, due to continuous
improvement in product quality and production cost reduction by the
Group.

During the period, the Group’s marketing management personnel actively
supported the centralized procurement by the state, closely reviewed the
effectiveness of various business plans, adjusted the Group’s product
marketing ideas and strategies and strengthened resource allocation in
response to rapid changes in the market, actively identified market gaps,
deeply engaged in existing markets and developed new product markets
to ensure a steady and stable sales of the Group.

PRODUCT RESEARCH AND DEVELOPMENT

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

endocrine system, antiviral drugs, etc.
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Management Discussion and Analysis

Since its opening, Nanjing PharmaRays Science and Technology Co., Ltd.
(AREEREMRAERRA A

development enterprise), which was established by the Group to develop

) (“Nanjing PharmaRays”, a research and

new independently-operated research and development platforms and
focus on developing new drug products by the use of new technologies of
drug delivery systems for meeting the market demand for drugs in
innovative dosage forms, has promoted its work in an orderly manner. The
Group will continue investing more resources in production technology and
product R&D and innovation, and seek after various forms of external
cooperation opportunities so as to strengthen our product mix and
profitability foundation.

CONSISTENCY EVALUATION

The Group obtained the supplementary approvals for the consistency
evaluation registration of “Metformin Hydrochloride Tablet” in February
2020 and “Azithromycin Tablets” in March 2020. In addition, as at 30 June
2020, the Group carried out the quality consistency research of 18
varieties. A consistency evaluation application for 1 of such varieties has
been submitted to the Center for Drug Evaluation, NMPA, while
bioequivalence (BE) clinical trials of 5 of such varieties are carried out, and
pharmaceutical research into 12 of such varieties is conducted.

PRODUCTION QUALITY

During the period, there was an increase of 9.8% in the production of
intermediates and bulk medicines of the Group, and a decrease of 48.5%
in the production of its cephalosporin powder for injection mainly due to
the impact of the outbreak of novel coronavirus pneumonia, as compared
with the same period of last year. The production of solid-dosage-forms
increased by 130.8%. Due to the improvement of the Group’s production
process and the enhancement of the quality control system, the product
quality has been greatly improved, further enhancing the product market
competitiveness of the Group.
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Management Discussion and Analysis
EEENWR DT

COST REDUCTION AND EFFICIENCY IMPROVEMENT

During the period, the Group carried out activities of all employees for
energy saving, emission reduction, cost reduction and efficiency
improvement, and significantly reduced product costs through measures
including centralized procurement of materials and cost assessment,

which made a great contribution to stabilizing the profitability of the Group.
OTHER MATTERS

During the period, the Group persisted in neglecting neither production nor
epidemic prevention, and strictly implemented various epidemic prevention
measures to ensure that all potential hazards are eliminated. Work in terms
of corporate governance and otherwise is also promoted in an orderly
manner, and the safety and environmental protection work is continuously
improved. The employee training system was gradually improved. The
development of corporate culture was carried out actively, thus further

enhancing the cohesion of employees.
NEW PRODUCTS AND PATENT LICENSING

(1) During the period from January to June 2020, applications were
submitted to Jiangsu Medical Products Administration for registration
of a total of 4 varieties (including 4 supplementary applications and 2
re-registration applications); 4 supplementary filing cases and 3 re-

registration approvals were obtained.

(2) ONE UTILITY MODEL PATENT CERTIFICATE WAS OBTAINED
IN FEBRUARY 2020
An utility model patent certificate (Patent No.: ZL201821641916.5)
was granted for the “A kind of full-automatic solid dripping pill

production machine”.

(3) ONE INVENTION PATENT CERTIFICATE WAS OBTAINED IN
MAY 2020
An invention patent certificate (Patent No.: ZL201811249877.9) was
granted for the “A kind of method for preparation of sitafloxacin

hydrate”.
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Management Discussion and Analysis

HONORS AWARDED IN 2020

(1) In January 2020, Suzhou Dawnrays Pharmaceutical Co., Ltd. was
recognized as “2019 Top Ten Star Enterprises (Industrial) in Suzhou

Wuzhong Economic Development District”.

(2)  In January 2020, Fujian Dawnrays Pharmaceutical Co., Ltd. won the
“First Prize for Top Taxpayers in 2019” from Licheng District People’s
Government of CPC Licheng District Party Committee.

(8 In February 2020, Suzhou Dawnrays Pharmaceutical Co., Ltd. was
recognized by Wuzhong District People’s Government of Suzhou as
the “Excellent Foreign-Invested Enterprise”, one of the “Top 100
Enterprises in Real Economy” and the “High-growth Technology
Enterprise” in Wuzhong District in 2019.

(4) In March 2020, Suzhou Dawnrays Pharmaceutical Co., Ltd. was
recognized by Suzhou Association for Safety Supervision of
Hazardous Chemicals (BR /N T Rt ER L2 EEHE
“Advanced Organization in Terms of Safety Management of

) as the

Hazardous Chemicals in Suzhou in 2019”.

FINANCIAL REVIEW

SALES AND GROSS PROFIT

For the six months ended 30 June 2020, the Group recorded a turnover of
approximately RMB488,993,000, basically remained flat with
RMB490,750,000 as in the corresponding period of last year. Of which,
sales of intermediates and bulk medicines was RMB107,309,000,
representing a decrease of RMB11,670,000, or 9.8% as compared with
corresponding period of last year; sales of finished drugs was
RMB381,684,000, representing an increase of sales amount of
RMB9,913,000, or 2.7% as compared with corresponding period of last
year.

Finished drugs comprises system specific medicines, powder for injection
and tablets of cephalosporin and other oral solid-dosage-form of
antibiotics. Taking into account of the total turnover, sales amount of
finished drugs was approximately 78.1%, representing an increase of 2.3
percentage points as compared with last year, of which, sales amount of
system specific medicines accounted for approximately 95.9% of sales of
finished drugs.
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Management Discussion and Analysis

EEBENmEDON

Export sales amount accounted for approximately 9.7% of the total
turnover. The export destinations mainly included countries and regions
such as ltaly, Russia and Pakistan etc.

Gross profit was approximately RMB264,736,000, which was decreased
by RMB30,339,000 as compared with the corresponding period of last
year. Gross profit margin was 54.1%, which was decreased by 6.0
percentage points as compared with 60.1% as in the corresponding
period of last year. It was mainly due to joint impact of decrease in gross
profit of “An” (%) series and “Entecavir” (& < &) and increase in gross

profit of Fujian Dawnrays series medicines.

HAEESRAOLALERENT%  HAKNE N
IZEEEAN  BENRCEMAZEHFRTME

EFEEH AR 264,736,000 7T + EFREHL A
[ 30,339,0007 © EFME 254.1% A F[FAH
M60.1% R T6EEDH - TBRLTRIIMBEE K
EEMNTHREER R EFAG IR ZERK -

TABLE OF TURNOVER ANALYSIS — by product category EEEINT — HERERNES
PRODUCT TURNOVER (RMB’000) SALES BREAKDOWN (%)
Em EXE(AR®TR) SHELLHI (%)
For the six months For the six months Percentage
ended 30 June ended 30 June points
BEAAZTRLEAEAR BEXAA=THLAMEA changes
2020 2019 Changes 2020 2019 #ig
ZEIBE TN 28 BB _INF (BRH)
Intermediates and Bulk Medicines i [ B2 Ky R 2% 107,309 118,979 -11,670 21.9 24.2 -2.3
Finished Drugs i 25 381,684 371,771 9,913 78.1 75.8 2.3
Overall rage 488,993 490,750 -1,757 100.0 100.0 0.0
EXPENSES &R

During the period, the total expenses incurred were approximately
RMB121,053,000, equivalent to 24.8% of turnover (2019: 25.1%), a
decrease of 0.3 percentage points as compared with the same period of
last year. The total expenses decreased by approximately RMB2,093,000
as compared with the same period of last year. Among them, selling
expenses were RMB39,475,000 and decreased by RMB12,897,000 as
compared with the corresponding period of last year. It was mainly
attributed to the decrease of promotional expenses after national
centralized procurement of the Group’s major varieties. The administrative
expenses were RMB50,282,000 and increased by RMB5,881,000 as
compared with the same period of last year because of the effect of
addition of new subsidiaries to the Group. Other expenses were
RMB27,735,000 and increased by RMB2,369,000 as compared with the
corresponding period of last year. Other expenses mainly included R&D
expenses of RMB22,654,000 and other expenditure. R&D expenses
increased by RMB4,581,000 as compared with the same period of last

year.
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Management Discussion and Analysis

SEGMENT PROFIT

For the six months ended 30 June 2020, the segment profit of finished
drugs segment was approximately RMB214,178,000, which was
decreased by approximately RMB22,559,000 when compared with the
segment profit of RMB236,737,000 as in the first half of 2019. The
segment profit of intermediates and bulk medicines segment was
approximately RMB6,258,000, which was increased by approximately
RMB5,644,000 when compared with the profit of RMB614,000 as in the
first half of 2019.

INTERESTS AND RIGHTS IN ASSOCIATE

During the period, AD Pharmaceuticals Co., Ltd. (“AD Pharmaceuticals”),
which was invested by the Group’s subsidiary Dawnrays Biotechnology
Capital (Asia) Ltd. (“Dawnrays Biotechnology”), has carried out Phase I
clinical trials for AK102, a monoclonal antibody agent and Phase | clinical
trials for AK109, a monoclonal antibody agent. Due to the capital
requirement of AD Pharmaceuticals in light of the increase in costs of
clinical trials and the increase in number of AK102 Phase Il clinical trials
involved (from one to three cholesterol-related diseases), Dawnrays
Biotechnology accelerated payment of RMB40,000,000 as Phase 3
registered capital and the aggregate invested capital amounted to
RMB150,000,000. For the six months ended 30 June 2020, the R&D and
administrative expenses occurred by AD Pharmaceuticals have totaled
approximately RMB26,781,000. As a result, the Group shared, in
proportion to the investment percentage, an investment loss of
approximately RMB9,960,000, as compared with that of RMB5,514,000 in
the corresponding period of 2019.

PROFIT ATTRIBUTABLE TO OWNERS OF THE PARENT

For the six months ended 30 June 2020, profit attributable to owners of
the parent amounted to approximately RMB129,691,000, representing a
decrease of RMB20,725,000 or 13.8% as compared with the
corresponding period of last year. The decrease was mainly jointly
attributed to the decrease in gross profit of “Entecavir” (& & + &) and
also the contribution improvement of Fujian Dawnrays series medicines.

EEENmEDON
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EEENWR DN
ANALYSIS ON THE RETURN ON ASSETS

As at 30 June 2020, net assets attributable to owners of the parent were
approximately RMB2,103,136,000. 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 6.2% (2019: 7.6%). The
current ratio and quick ratio was 3.5 and 3.1 respectively. Increase in
current ratio and quick ratio as compared with last year was mainly
attributed to the increase of operating cash flow. Turnover days for trade
receivables were approximately 66 days. Turnover days for accounts
receivable including trade and notes receivables were approximately 125
days. Turnover days for inventory were approximately 155 days. The
turnover days for accounts receivable has decreased 12 days as
compared with the corresponding period of last year. The increase of
turnover days for inventory of 15 days is mainly due to substantial increase
of production volume and stock up of national centralized procurement

products.

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR
LOSS

As at 30 June, 2020, the Group had financial assets at fair value through

profit or loss (comprising of certain listed shares investments) including:

(i) invested in certain Hong Kong public listed shares amounted
approximately RMB5,401,000 (31 December 2019: approximately
RMB9,557,000);

(i)  invested in one-year to three-year bonds issued by China
Development Bank amounted RMB40,810,000 (31 December 2019:
RMB37,087,000) with expected yield amounting approximately
RMB107,000;
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(i)

(v)

Management Discussion and Analysis

purchased certain wealth management products of floating income
principal-preservation type with annual interest rate from 3.3% to
3.9% of RMB426,000,000 (31 December 2019: RMB455,000,000)
from seven good credit worth banks in China including “Sui Xin E” (B&
L3E) with principal amount RMB70,000,000, “Hui Li Feng” (F&E %)
structured deposit of RMB80,000,000 and “Dan Wei Jie Gou Xing
Cun Kuan” (8 A7 % #& 1% 17 3X) of total RMB276,000,000 from five
other banks. The expected yield would be approximately
RMB4,071,000 in total. The wealth management products were
mainly relatively lower risk of default. All principal and interests will be
paid together on the maturity date. The Board believes that the
investment in aforementioned wealth management products can
strengthen the financial position of the Group and bring the fruitful
contribution to the profit of the Group;

during the period, the Group purchased foreign exchange forward
contracts amounting to US$400,000. As at 30 June 2020, a gain of
approximately RMB12,000 was recorded in such forward contracts
measured at fair value.

The above mentioned financial assets at fair value through profit or loss
amounted to approximately RMB476,401,000 (31 December 2019:
approximately RMB505,830,000), representing approximately 17.0% (31

December 2019: 18.2%) of the total assets of the Group. For the period

ended 30 June 2020, the Group recorded a total of realized gain of

approximately RMB7,752,000 from the disposal of financial assets at fair

value through profit or loss, and unrealized fair value gain (net) of

approximately RMB153,000 for the financial assets at fair value through

profit or loss. The Board believes that investing in equity investments and

financial assets can diversify the Group’s investment portfolio and achieve

better returns in the future.
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EEENWR DN
LIQUIDITY AND FINANCIAL RESOURCES

As at 30 June 2020, the Group held cash and bank balance of
approximately RMB536,614,000 (as at 31 December 2019:
RMB471,461,000). For the purpose of operating the idle funds more
effectively and improve returns, the Group has purchased principal-
preservation type of wealth management products and bonds from several
banks in Mainland China. In addition to the principal-preservation type of
structured deposits and bonds issued by China Development Bank as
mentioned above in “Financial asset at fair value through profit or loss”, an
amount of RMB50,000,000 in other receivables was fixed interest rate
principal-preservation type of wealth management products with annual
interest rate 3.65%. The principal and interest of these principal-
preservation type of wealth management products and bonds can be

received on maturity date.

During the period, the net cash flows from operating activities was
approximately RMB138,285,000 (2019: RMB109,501,000). Net cash flows
used in investing activities was approximately RMB39,213,000 (2019:
RMB427,462,000). Net cash outflows from financing activities was
approximately RMB171,296,000 (2019: net cash inflows
RMB106,040,000). Cash and cash equivalents decreased by
approximately RMB72,224,000 (2019: RMB211,921,000).

As at 30 June 2020, the Group had aggregate bank facilities of
approximately RMB1,440,365,000 (as at 31 December 2019:
RMB1,307,585,000), of which, bank facilities of RMB160,365,000 were
secured by corporate guarantee of the Company. The Group’s short-term
interest-bearing bank borrowings was RMB113,399,000 (as at 31
December 2019: RMB216,776,000); consisted of bank loans
RMB100,365,000 (as at 31 December 2019: RMB197,377,000) and
undue discounted notes receivable RMB13,034,000 (as at 31 December
2019: RMB19,399,000). Interest rate of all borrowings fixed respectively
from the lowest 2.2% p.a. to highest 3.35% p.a. As at 30 June 2020, the
debt ratio (defined as sum of interest-bearing bank borrowings over total
assets) of the Group was 4.0% (as at 31 December 2019: 7.8%).

As at 30 June 2020, the Group had inventory balance approximately
RMB205,842,000 (as at 31 December 2019: RMB180,759,000).
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Management Discussion and Analysis

SIGNIFICANT INVESTMENT

Considering that Dawnrays (Nantong) Pharmaceutical Science and
Technology Co., Ltd. will terminate its operation, the Group has made an
overall plan to avoid the impact on the supply of intermediates of the
Group and also aiming to conform to new national medical insurance and
medicine policies, further improve the market competitiveness of its
products and integrate raw materials and preparations, the Group has
invested in the construction of a production base for bulk medicines and
intermediates in the Chemical Industrial Park of the Lanzhou New District.
“Lanzhou Dawnrays Pharmaceutical Co., Ltd. (B8 M B i L2525 R A 7))
was established on 30 December 2019 with a registered capital of US$25
million. Registered capital of US$9 million has been contributed during the
period. With regard to the project, 250 mu of land has been purchased
from Lanzhou New District, with the Phase | fixed asset investment of
RMB287 million. The main products are cephalosporin bulk medicines and
intermediates, system specific bulk medicines, raw materials of enzyme
inhibitors, and raw materials of health supplements. The project was
started in June 2020.

During the period, Nanjing PharmaRays Science and Technology Co., Ltd.
(FAREEHEHXBERAF
and a joint venture subsidiary company of the Group, officially commenced
its operation. The registered capital is RMB50,000,000, and Suzhou
Dawnrays Pharmaceutical Co., Ltd., a wholly-owned subsidiary of the

), a research and development enterprise

Group, has accumulatively contributed registered capital of
RMB20,000,000, in accordance with the joint venture agreement. The
registered capital of the other two shareholders is also invested according
to the joint venture agreement.

Due to the urban planning adjustment of Wuzhong Economic Development
District by Suzhou Municipal People’s Government, Suzhou Dawnrays
Pharmaceutical Co., Ltd. entered into the Relocation Compensation
Agreement with the government where it operates on 20 December 2017.
Both parties agreed the relocation compensation amount was
approximately RMB351,200,000. In January 2018, Suzhou Dawnrays
Pharmaceutical Co., Ltd. received the first relocation compensation of
RMB70,238,000. Second relocation compensation of RMB105,357,000
was received in March 2020. An investment of RMB355 million is planned

for the project which is under construction.

EEENmEDON
BEAKRE

%%%WﬁJ%ﬁﬂ&ﬁ@“ﬂﬁﬂiﬂM'%
BRFEASETHENME  REER—RE
@EE%%%%%%@&%&L—iimﬁﬁﬁF
mMEOTERFNRAEE  BERRHEE 81 7TH
METE(C TERIZEER R G R S EEEM

—NE+ZA=+HRY BN RIRREGR
AR FMEAR25008XET - AHBEE®AGEM
BEARQO0EETT  ZIB B ERBMNIIE B 2508
—HETEEREARKE287TERIL - X EEMASE
FRERE SN APEE - REERFERZ - B RE
RRERER  ZEER_Z_ZFAFAIER-

$%ﬁ AEEEGEMNBRAREABEREREA

AR(—EMEANLE)BEARE  aMELE
AE%%O%&) CAEEZERBARHMR
IMHBEERAFERESEREZFTRATMER

}\E%2000OOOO7‘E 5 MR BT E AR TR
BEMHEREDNA

FR PR T A B IBUAT S5 R A 457 7 B [ 3 T 4R B 3
B HMNERREGRARN _E—+tF+A=+
BEMEHERFTEEATRREFEHERE &
FiE 2 RBHES TN AR 351,200,000 * B
- N\F-ABMNRHBEEFRATE K E4
FBHES ARYE70,23800L - R-_E=-F=A
WEE —HtiFBdE S AR 105,357,000 7T © 218
TREIREARKIS5(EI - BRIEMEERF ©

INTERIM REPORT 2020 —ZE—Z&hiiss 17



Management Discussion and Analysis
EEENWR DT

On 24 December 2019, Suzhou Dawnrays Pharmaceutical signed an
agreement with Nanjing Haina Medical and Pharmaceutical Technology
Company Limited (7 & /8 44 & 22 5} 5 j% 15 A BR 22 5]), an independent
third party, with regard to the transfer of the marketing authorization holder
of Febuxostat tablets (40mg, 80mg) and bulk medicines for gout treatment.
As at 30 June 2020, Suzhou Dawnrays Pharmaceutical paid the first
instalment of RMB20 million for the transfer in accordance with the

agreement.

As at 30 June 2020, the Group’s contracted but not provided for plant and
machinery capital commitments and capital contributions payable to an
associate amounted to approximately RMB135,369,000 (as at 31
December 2019: RMB64,919,000), which mainly derived from the
investment funds for the project of Lanzhou Dawnrays Pharmaceutical Co.,
Ltd. and relocation project of Suzhou Dawnrays Pharmaceutical Co., Ltd.

During the period, Cinmed Pharmaceuticals Company Limited was
renamed as Fujian Dawnrays Pharmaceutical Co., Ltd. (“Fujian Dawnrays”)
on 2 March 2020. As Fujian Dawnrays’ ownership was transferred to
Dawnrays International Company Limited, to streamline group structure,
Top Field Limited was deregistered on 22 May 2020. Deregistration of
Cinmed (Hong Kong) Investment Limited, a subsidiary of Top Field Limited,
was applied on 31 March 2020 and is still waiting for approval by local
government authority. On 30 June 2020, there is no sign of impairment of
goodwill of RMB241,158,000 generated from the acquisition of Top Field
Limited and its subsidiary, Fujian Dawnrays.

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

The Group has sufficient financial and internal resources, but still may

finance aforesaid capital expenditure with bank borrowing(s) or the Groups

internal resources.
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Management Discussion and Analysis

FOREIGN EXCHANGE AND TREASURY POLICIES

During the period, the Group’s substantial business activities, assets and
liabilities are denominated in Renminbi, so the risk derived from the foreign
exchange is not high. However, the Group pays dividends in Hong Kong
dollars. Therefore, foreign exchange risk is mainly related to the Hong
Kong dollar.

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 2020, the Group employed 1,045 employees and the total
remuneration during the period was approximately RMB70,417,000 (2019:
RMB64,833,000). It was mainly due to the increase of employees in the
Group and salary adjustment. The Group regards human resources as the
most valuable assets and truly understands the importance of attracting
and retaining high-performance employees. The remuneration policy is
generally based on the references of market salary index and individual
qualifications. The Group provides its employees with other fringe benefits,
including defined contribution retirement schemes, share option scheme
and medical coverage. The Group also offers some of its employees
stationed in the PRC with dormitory accommmodation.

CHARGES ON ASSETS

As at 30 June 2020, the Group had not pledged any assets to banks to
secure credit facilities granted to its subsidiaries (as at 31 December 2019:
nil).

CONTINGENT LIABILITIES

As at 30 June 2020, the Group had no material contingent liabilities.
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PLANS FOR SIGNIFICANT INVESTMENTS AND EXPECTED
SOURCE OF FUNDING

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

SEGMENT INFORMATION

An analysis of the Group’s segment information for the six months ended
30 June 2020 is set out in note 2 to the interim financial information.
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Other Information

Hi&Ex
DIRECTORS’ AND CHIEF EXECUTIVE OFFICER’S EEREBNROREBRDWERRAR
INTERESTS AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

RZBZTFARA=TH EAQEHEL V&R
EMEMA - FIEERRME  AAREFEREER
ARBREFEMBEEER(ERRES RPEED
([B%H REE R 35 XV ED) BB ~ HHERR D RI&
FH O BERENARBRIEE S R AE RIS 352
FEENELM  IRBELTRRAEFETESFR
SHNBRETHEAMGEARBARBEHARIMAR
REN (B2 P ) R s ROR B I T

As at 30 June 2020, to the best knowledge, information and belief of the
Company after making reasonable enquiry, the interests and short
positions of the Directors and Chief Executive Officer of the Company in
the shares or underlying shares or debentures of the Company or any of
its associated corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (the “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: REABEERPHNETE
Number of shares held,
capacity and nature of interest
BENROEE  SORERMEE
Approximately
percentage of

Directly Through the Company’s

beneficially Share Option controlled issued share

Name Notes owned granted corporation Total capital (%)

HIEELQT

BERHN BBES LT BBITRA

=t ik EERERER iB IR R ®E ny MBS (%)
Directors

B=E

Ms. Li Kei Ling (a) 106,612,000 - 588,144,000 694,756,000 44.80
THRBR LT

Mr. Hung Yung Lai () 624,000 - 588,144,000 588,768,000 37.97
RRANAS SE A

Mr. Leung Hong Man (b) - - 100,000,000 100,000,000 6.45

Mr. Chen Shaojun (@] 17,900,000 80,000,000 - 97,900,000 6.31
PRAZE S
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Other Information
Hib&ER

LONG POSITIONS IN SHARES AND UNDERLYING SHARES OF

REBSEEROREERDTHER

ASSOCIATED CORPORATION:

Percentage of

the associated

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

Name of Director corporation Company shares held nature of interest capital (%)

AR B
BEEBER 2EITRA
EEEH HEEE S BN TR WEE SHREZME WE 2L (%)
Ms. Li Kei Ling Fortune United the Company’s 2 Through a controlled 50
Group Limited holding company corporation
THRZ+ PN =2 /N BB EEH AR
Mr. Hung Yung Lai Fortune United the Company’s 2 Through a controlled 50
Group Limited holding company corporation

AERNIB A PN o2 /N BB EEH AT

Notes: P 5 -

(a) 588,144,000 shares of the Company are held by Fortune United Group (@ 588,144,000 R AR FIRMNEA RN ABHB RS
Limited, a company incorporated in the British Virgin Islands. Keysmart #F ffft 5K 32 89 2 & Fortune United Group Limited FT 3%
Enterprises Limited, which is wholly-owned by Ms. Li Kei Ling, and Hunwick A ° Fortune United Group Limited A% 28 i 2= 15 42
International Limited, which is wholly-owned by Mr. Hung Yung Lai, are each + 2 & /5 ) Keysmart Enterprises Limited 5 /3 A& @%
beneficially interested in 50% of the share capital of Fortune United Group & 4 A4 28 A B9 Hunwick International Limited & 5
Limited. BIHEA 50% fEx -

(o) 100,000,000 shares of the Company are held by Toyo International (o) 100,000,000 B AR B0 BB — RN B A A LB
Investment Limited, a company incorporated in Hong Kong. Mr. Leung Hong ARRBEBRIRERRARNGE - REEBREES
Man and Mr. Leung Yiu Sing are each beneficially interested in 50% of the RARNEHEEHTRABREREER PR L E
share capital of Toyo International Investment Limited. EEEREAS0% R

() 17,900,000 shares of the Company are directly beneficially owned by Mr. © 17,900,000 R AR FIR D HRBELEEEERE
Chen Shaojun and interest of 80,000,000 underlying shares are the share A + 80,000,000 & HEEANR () I i = RIR B AR A RIBE AR
options granted to him under the share option scheme of the Company. Mr. HERTEIR TR AR - BREEWR BB E1TEZ
Chen is deemed to be interested in the shares which will be issued to him HERERZFITAR 2 RMER - HEERRAIRER
upon his exercise of options, representing approximately 5.16% of the HRBETRNAG.16% - BRARABE L ERAKAR]
Company’s issued share capital as at the date of this report. Details of Mr. BREEROFBEHIN T BYBERM T 18 -
Chen Shaojun’s interests in the share options of the Company are disclosed
in note 18 to the interim financial information.

Save as disclosed above, as at 30 June 2020, none of the Directors or b LilEIN  RZTEZTFAA=1A - BEARRF]

Chief Executive Officer of the Company had any interest or short position EFNRIE AR A A S EARMBEEEN RS - 8

in the shares or underlying shares or debentures of the Company or any of FARMDKEFT  BECHERARRIREES KB

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

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

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

to the Model Code for Securities Transactions by Directors of Listed

Issuers.
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed under the heading “Directors’ and Chief Executive
Officer’s interests and short positions in shares and underlying shares”
above and in the share option scheme disclosures in note 18 to the interim
financial information, at no time during the period were rights to acquire
benefits by means of the acquisition of shares in or debentures of the
Company granted to any Director or their respective spouse or minor
children, or were any such rights exercised by them; or was the Company,
its holding company, or any of its subsidiaries a party to any arrangement
to enable the Directors to acquire such rights in any other body corporate.

SHARE OPTION SCHEME

The detailed disclosures relating to the Company’s share option scheme
and valuation of options are set out in note 18 to the interim financial
information.

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

As at 30 June 2020, 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:

Other Information

Hg
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BT
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hHB IS AR 18 o

FERRKRHEAMALTARD RAAEE R0 AHE

BX

RZZZEFAAA=+H EEAREELE—&E
BB EERKE - BREESRPEED
EIBHENAREFENER T LM R8T
AT (RRBEZRBEHBRIN RARR ARG RAEE
Mt R SOR B H LA
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Other Information

Hg#

Name
=x

Fortune United Group Limited
Keysmart Enterprises Limited
Hunwick International Limited

Mdm. lu Pun
w2t

Mr. Li Tung Ming
FRALE

Time Lead Investments Limited
Toyo International Investment Limited
RERBIREARQA

Mdm. Lo Mei Sai
EER/L

Mr. Leung Yiu Sing
R e

Mdm. Chu Shuet Fong
ES RS

FMR LLC
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Notes

Bt

Nature of interest

EEME

Directly Beneficially owned

BEEEaHESR

Through controlled corporation
BBEHIARRE

Through controlled corporation
BRIEHIARRE

Family interest
FE#ER

Directly Beneficially owned

BEEEGHESR

Through controlled corporation
BBEHIAF

Directly Beneficially owned
BEEE=#SR

Directly Beneficially owned
HEERHESR

Family interest
EREL: £

Through controlled corporation

BIBESAEEE

Through controlled corporation

BIBESAEEE

Family interest
FKE#ER

Through controlled corporation
BBEHARRE

Number of
Shares held

FENRGEE

588,144,000

588,144,000

588,144,000

588,768,000

224,000

80,000,000

80,000,000

100,000,000

100,000,000

104,330,000

4,330,000

100,000,000

95,236,817

Approximate

percentage to

the total number

of issued shares

of the Company

(%)

BIEE DR BRLT

RABE 2 L (%)

37.93

37.93

37.93

37.97

0.01

5.16

5.16

6.45

6.45

6.73

0.28

6.45

6.00

Long position/
short position

R KR

Long position
A

Long Position
HE

Long Position
A

Long Position
A

Long Position
HE

Long Position
A

Long Position
HaE

Long Position
Yy

Long Position
HE

Long Position
FA

Long Position
A

Long Position
2

Long Position
HE



Notes:

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

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

(c)  The issued share capital of Time Lead Investments Limited is beneficially
owned by Mr. Li Tung Ming.

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

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

) 4,330,000 shares of the Company are held by Dragon Asia Industrial
(Holdings) Limited, a company incorporated in Hong Kong. Mr. Leung Yiu
Sing and Mdm. Chu Shuet Fong, his wife, are each beneficially interested in
50% of the issued share capital of Dragon Asia Industrial (Holdings) Limited.

(@@  Mdm. Chu Shuet Fong is the wife of Mr. Leung Yiu Sing and is deemed to be
interested in the shares of the Company held by Mr. Leung Yiu Sing.

(h)  According to the corporate substantial shareholder notice of FMR LLC filed
for the relevant event dated 28 May 2019 as shown on the website of the
Stock Exchange, the relevant interests of FMR LLC were held by FMR LLC
and its subsidiaries.

Save as disclosed above, as at 30 June 2020, no person, other than
Directors and Chief Executive Officer of the Company, whose interests are
set out in the section “Directors’ and Chief Executive Officer’s interests and
short positions in shares and underlying shares” above, had registered an
interest or short position in the shares or underlying shares of the Company
that was required to be recorded pursuant to Section 336 of the SFO.

GGE

Other Information

Hg

Fortune United Group Limited#) & % 77 B8 &
Keysmart Enterprises Limited & Hunwick International
Limited F ¥ E i # A ° Keysmart Enterprises Limited
X Hunwick International Limited % Bl B3 2~ A B 9077
EETHR AT RIS LERERA -

B2+ RRRRME R A MECAS - IR RN RRRNE K
EREOARABRM P A ER -

Time Lead Investments Limited &) 2 3 17X A R = H
REEERES -

REEREEBERARMNERTRAD HIBARFN
FRTEEREREERBIRBRBREETFHE
mEA

BEALTR/RERELENER  BHRBANRRR
EEFBHARDRRNPHEAES -

4,330,000 R AR AR M B —EREBSFMAZHA
RREEXEBERARMEE  RETEEEER
ARNEHEBITRA R RRK T ERERBASS
L& AEEHEE50%HES

REFZLRRBKFENRR - B AR REK
EERENARRRMDPHEAES

BMANEE T B BREFMRLLCEBR A ZF
—NERAZT\BHREAEEFENRREZERR
A1 FMR LLCH)HH BA#EZ Jo A FMR LLC K EL [T 8
NEEEH °

B ENEBEEIN  RZTZTF A=A WEH
AL (RRAEEREHRIN  BRARFOEDRH
REXEZRAFNB RARBR DS FAR ]
— 81 BRERARE RN MARBEBR O FHEAENEER
wKE (BEREESRAEGRIE 336 IR T AER)
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Other Information

Hg#

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

For the six months period ended 30 June 2020, the Company repurchased
2,267,000 shares of the Company’s listed securities on the Stock
Exchange at an aggregate consideration of HK$3,257,000 before
expenses. The repurchases were effected by the Directors for the
enhancement of shareholder value in the long term. During the period,
3,593,000 treasury shares and 2,267,000 repurchased shares were

cancelled on 17 February 2020.

The monthly breakdown of shares repurchased during the period was as

follows:

Number of
shares
Month of Repurchase repurchased
BmE A 5 BERGOEE
January 2020
—ETF—AMH 2,267,000
Total
“ast 2,267,000

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 2020.

B
IR
,?lmﬂH
=
égl/_
B
i
-t
I
hill
}—F
=it
fi¢
gtk

BEZZ-FTFAAA=THIEAEAHB  ~27
TEBE X FTAE [E12,267, 000 R AN A 7] E TR FH Rt
fthE 2 AR (EAB 3,257,000 RNHEIEEE
ERRaRERENZMIEL - 78 © 3,593,000
R EFF D &% 2,267,000 i B RN T =T F =
B+t BEH -

RAMEE AB @G 2 FBE7IEMT

The highest The lowest
price paid price paid Aggregate
per share per share consideration
(HK$) (HKS) (HKS)

sREM sREH
BEE® BEER BmRE
(B%) (B%) (B%)
1.47 1.39 3,257,000
3,257,000

BREXEEEN BE_ZB-ZEFRA=TRHIER
B AHE - ARRHEEMHERRRERE - BE
HHEEMARE LTES ©
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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
2020.

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
2020.

AUDIT COMMITTEE

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

The unaudited interim condensed consolidated financial statements of the
Company for the six months ended 30 June 2020 have been reviewed by
the audit committee before making recommendation to the Board for

approval.
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Other Information

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from Wednesday,
23 September 2020 to Thursday, 24 September 2020 (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, 22 September 2020. 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 54, Hopewell Centre, 183 Queen’s Road East, Wanchai,
Hong Kong not later than 4:30 p.m. on Tuesday, 22 September 2020.
Dividend warrants will be dispatched to shareholders on or about
Wednesday, 7 October 2020.

By Order of the Board
Li Kei Ling

Chairman

Hong Kong, 25 August 2020
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REVENUE

Cost of sales

Gross profit

Other income and gains

Selling and distribution expenses
Administrative expenses

Other expenses

Finance costs

Share of profits and losses of an associate

Profit before tax

Income tax expense

PROFIT FOR THE PERIOD

Attributable to:
Owners of the parent
Non-controlling interests

EARNINGS PER SHARE

ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF THE PARENT

— basic, for profit for the period

— diluted, for profit for the period

A

SHERA

E7

H U A N s
HERDHEMN
1THRE R
Hitn & A
BT E R
FEIE—RE 2Bz BN LER
BRBE TR R
PSR
AHARE R R

AT & IR
BREEEA
FEIER A R

BAREERERIFEA
FE1E B IR AT

— EAX - LAHRENE

— BF - UAHRENE

The notes from pages 39 to 68 form an integral part of these interim

condensed consolidated financial statements.

Condensed Consolidated Statement of Profit or Loss

AR S EER

For the six months ended 30 June
BEXA=1tHILAEA

2020 2019

—E-F —FNF

(Unaudited) (Unaudited)

(REEX) (REEER)

Notes RMB’000 RMB’000
B aE AR® TR ARET T
3 488,993 490,750
(224,257) (195,675)

264,736 295,075

3 28,182 20,541
(39,475) (52,372)
(50,282) (44,401)
(27,735) (25,366)
4 (3,561) (1,007)
(9,960) (5,514)

5 161,905 186,956
6 (34,353) (36,540)
127,552 150,416

129,691 150,416

(2,139) —

127,552 150,416

8

RMB0.08362 RMBO0.09485
RMBO0.08362 RMBO0.09485

55 39 = 68 A KM s Ak UL ZF AR & P I sk

B EB 1D
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Condensed Consolidated Statement of Comprehensive Income

AR E EE WIS K

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

2020 2019
—ECEF —E-NF
(Unaudited) (Unaudited)
(REBERZ) (REEEZ)
RMB’000 RMB’000
AR¥T T AREFIT
PROFIT FOR THE PERIOD ZHA R % A 127,552 150,416
Other comprehensive loss that may be BB E D EEER R
reclassified to profit or loss in subsequent periods: - fifh 2 E E548 -
Exchange differences PE =R (4,206) (8,882)
OTHER COMPREHENSIVE LOSS AHERHB AR MR EERERE
FOR THE PERIOD, NET OF TAX (4,206) (8,882)
TOTAL COMPREHENSIVE INCOME FOR AHERH A ERREE
THE PERIOD, NET OF TAX 123,346 141,534
Attributable to: AT B IHFEAG -
Owners of the parent ISTNCIEZZ =N 125,485 141,534
Non-controlling interests FEPERR = (2,139) -
123,346 141,534

The notes from pages 39 to 68 form an integral part of these interim £ 39% 68 B M s A It ZRGRA4R & B 15 3R 2k

condensed consolidated financial statements. HEB (D ©
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Condensed Consolidated Statement of Financial Position

NON-CURRENT ASSETS
Property, plant and equipment
Right-of-use assets
Construction in progress
Goodwill

Other intangible assets
Investments in an associate
Deferred tax assets

Total non-current assets

CURRENT ASSETS

Inventories

Trade and notes receivables

Prepayments, other receivables and
other assets

Financial assets 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 borrowings
Lease liabilities

Income tax payable

Total current liabilities

Net current assets

Total assets less current liabilities

FRBEE

YE N
EREEE

EREIRE

g

Hip B EE
R—TEBERRZRE
EEHIAEE

FEMEE E AR

RBEE

FE

W B B KRB IR

B B IR &
HibEE

AR EFEREZEA
Bam WHEE

B e MRTTER

BB EMRE

RBRE

N E 5 MEEFIA
Hip R IR R TRIRE M
FHRIRITEE

HERE

R P SE

mEB BB

FRBEE

EEABERARBAE

EREE

BRI R

30 June 31 December

2020 2019

—EC-SHE —NF

~A=1H F=H=E—H

(Unaudited) (Audited)

(REER) (B&%)

Notes RMB’000 RMB’000
P5E AR®TR ARET T
9 459,239 462,832
128,571 106,523

33,965 26,945

241,158 241,158

196,161 149,663

107,480 77,440

5,473 6,643

1,172,047 1,071,204

10 205,842 180,759
11 308,813 370,994
12 106,105 186,139
476,401 505,830

13 536,614 471,461
1,633,775 1,715,183

14 153,088 156,764
183,807 239,907

16 113,399 216,776
502 66

12,293 5,809

463,089 619,322

1,170,686 1,095,861

2,342,733 2,167,065
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Condensed Consolidated Statement of Financial Position

RS MR R R

30 June 31 December
2020 2019
—E-FF —F-NF
~NA=Zt+H +=ZRA=+—H
(Unaudited) (Audited)
(REBERZ) (BEE%Z)
Notes RMB’000 RMB’000
P5E ARETT AREFIT
NON-CURRENT LIABILITIES knBEE
Other liabilities Hi B & 15 175,595 70,238
Government grants BT =R 1,200 1,200
Lease liabilities HEaE 2,420 2,841
Deferred tax liabilities EIERIE B & 60,382 66,474
Total non-current liabilities JEmE B EARE 239,597 140,753
Net assets HEE 2,103,136 2,026,312
EQUITY =
Equity attributable to owners of BARER AELER
the parent
Issued capital B BT 17 82,605 82,867
Treasury shares EFR5 - (161)
Reserves f# 2,006,994 1,942,930
2,089,599 2,025,636
Non-controlling interests FEIEPS RE RS 13,537 676
Total equity AR 2,103,136 2,026,312
The notes from pages 39 to 68 form an integral part of these interim £ 39% 68 B M s A It ZRGRA4R & B 15 3R 2k

condensed consolidated financial statements. HEB (D ©
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Condensed Consolidated Statement of Changes in Equity

BEEESEY: 53 -d B

For the six months ended 30 June 2020
BE-E-ZEEAA=1+THILAEAR

(Unaudited)
(REER)
Attributable to owners of the parent
BAARAARLESR
Share Capital Share Statutory  Exchange Total Non-
Issued  Treasury  premium redemption option Contributed surplus fluctuation  Retained  equityof ~controlling Total
capital shares  account  reserve reserve surplus  reserve  reserve profits the parent interests equity
EE{j &x EERS  ERRE 817 2R
kx  EERE ROEE BORE BRERE SRR MEe B REEN EREE BROE  ERAE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000  RMB'000  RMB'000  RMB'000  RMB’000
ARETR ARMTR ARETR ARMTn ARETR ARETR ARETn ARETR ARETR ARETn ARETR ARETR
At 1 January 2020 R=F-FF-A-A 82,867 (161) - 5,684 4,124 100175 319,504 431 1476012 2,025,636 676 2,026,312
Profitfor the period RHERA - - - - - - - - 120691 129,691 2,139 127552
Other comprehensiveloss ~ AEIBEt2EER

for the period:

Exchange differences EiEE - - - - - - - (4,206) - (4,206) - (4,206)
Total comprehensive income AEiF2 U8

for the period - - - - - - - (4,206) 129,691 125485 (2,139) 123346
Investments from FEREREIEAR

non-controling intereststo -~ Z4%%

a subsicliary - - - - - - - - - - 15,000 15,000
Final 2019 diidend declred £ RN ERERE - - - - - - - - (61358 (61,359) - 6139
Shares repurchased BERHE &

and cancelled (101) - - 101 - - - - (2,968) (2,968) - (2,968)
Shares repurchased in HERERORG

previous year and cancelled R AERSEE

in this period (161) 161 - - - - - - - - - -
Equty-settied share IR [ B RiER B

option arrangements - - - - 2,804 - - - - 2,804 - 2,804
At 30 June 2020 RZZZFFRA=TA 82,605 - - 5,785 43928 100,175 319,504 (3,775) 1,541,377 2,089,599 13537 2,103,136
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Condensed Consolidated Statement of Changes in Equity

G EREEB R

For the six months ended 30 June 2019
BE-_Z-NEANA=1+HILAKEAR

(Unauoited)
(RE%7)

Attrioutable to owners of the parent
SRR AEGER

Share Capital Share Statutory  Exchange
Issued  Treasury  premium  redemption option  Contributed surplus fluctuation  Retained Total
capital shares  account reserve resenve surplus reserve resenve profits equity
BEfT 20 EERE  EXRD
BE  ERERG  ROEE EOEE BRERE S0RR  AES R REEN ERER
RVB'000  RMB0OO0  RMB'000  RMB'000  RMB000  RMB'000  RMB'O00  RMB'000  RMB'000  RMB'000
AR#TT ARMTR ARETR ARETT ARETT ARMTR ARETR ARETR ARETR ARETR
At 1 January 2019 RZE-NE-F-H 84,197 - 26,160 4193 36943 100175 291,045 (2067) 12380516 1,921,162
Profit for the period &R - - - - - - - - 150416 150,416
Other comprehensiveloss — AEIEAM2EER :
for the period:
Exchange offferences EREE = = - - - - - (8,882) - (8,882)
Total comprehensiveincome A2 EMMELE
for the period - - - - - - - (8882 150416 141,534
Share repurchased ORI Rk
and subsequently cancelled - (310) 8579 310 - - - - (310) (8,889)
Final 2018 chidend declared ~ ER=F—/\ERERE - = = = = = = - (81450)  (B1.450)
Equity-settled share DARES (A oE R bt
option aangements - - - - 3,228 - - - - 3,228
At 30 June 2019 RZZ2-NE~R=TH 84,197 (810) 17,581 4,503 0171 100175 201,046 (10949 1449172 1,975,585

FI9E6S AN EBRILFHALA PHMBEER
HIRRED ©

The notes from pages 39 to 68 form an integral part of these interim
condensed consolidated financial statements.
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Condensed Consolidated Statement of Cash Flows

CASH FLOWS FROM OPERATING
ACTIVITIES
Profit before tax
Adjustments for:
Finance costs
Interest income
Dividend income from financial assets at
fair value through profit or loss
Loss on disposal of items of property,
plant and equipment
Expense off intangible assets
Depreciation of property, plant and
equipment
Amortisation of intangible assets
Depreciation of right-of-use assets
Gain on disposal of financial assets at fair
value through profit or loss
Fair value gains, net:
Financial assets at fair value through
profit or loss
Provision for bad debt

REZHNRERNE

B 5 A1t 7

ST SIFEEE

M5 ER

S A
AR EFFEREZ S ABa
2B EENREBA
HEME - BEIREERE R
JE18

BEREESRL

ME - BB MREITE

B EE#H
EREEENE
HEARREFEREZBEA
Bamz B EEN RS
DR EWRS  FER
AR EFEREZEA
BmMKEE
REREE

Notes

BAGERENER

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

2020 2019
—ECEF —T-NF
(Unaudited) (Unaudited)
(REEX) (REEER)
RMB’000 RMB’000
Bt aE ARETR ARBT T
161,905 186,956
3,561 1,007
(7,363) (9,498)
- (199)
203 141
- 164
24,802 23,895
3,387 1,062
1,607 671
(7,752) (2,340)
(153) (4,069)
(103) -
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Condensed Consolidated Statement of Cash Flows

ERGERERER

CASH FLOWS FROM OPERATING
ACTIVITIES (Cont’d)

Equity-settled share option expense

RETHHRERE (F)

DA RS 4 52 A< 1) 8 P ) 2

Share of profits and losses of an associate & {5 — Bk & A &) 2 2 & Ei8

(Write-off of provision for inventories)/
write-down of inventories to
net realisable value

Increase in inventories
Decrease/(increase) in trade
and notes receivables
Increase in prepayments
Decrease/(increase) in deposits
and other receivables
Increase in right-of-use assets
(Decrease)/increase in trade
and notes payables
Decrease in other payables and accruals
Increase in lease liabilities

Income tax paid

Net cash flows from operating activities

Oh 17 SRR BAE),
FEMRETERFE

G E
I 5 REEHER D (H D)

TN
Be REMEKFIER D, ()

EREEEN

R RSRERIAHL),/
1210

bR AR BRE AL
BES EE

B FiE B

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

2020 2019
—ECERE —E-NF
(Unaudited) (Unaudited)
(REBEZX) (REEEZ)
Notes RMB’000 RMB’000
B aE ARBTR AREET T
5 2,804 3,228
9,960 5,514
5 (3,468) 5,257
189,390 211,789
(21,615) (8,830)
62,284 (14,176)
(19,370) (93)
11,264 (1,220)
- (2,880)
(3,676) 11,761
(47,248) (40,383)
47 2,652
(32,791) (49,119)
138,285 109,501




Condensed Consolidated Statement of Cash Flows

CASH FLOWS FROM INVESTING
ACTIVITIES

Interest received

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

Proceeds from disposal of items of
property, plant and equipment

Proceeds from disposal of financial assets
at fair value through profit or loss

Proceeds from disposal of long-term
equity investments

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

Purchases of intangible assets

Purchases of wealth management products

Redemption of wealth
management products

Payment of a shareholding in an associate

Receipt of relocation compensation

Increase in term deposits with maturity
over three months

Purchases of financial assets at fair value
through profit or loss

Acquisition of subsidiaries

Purchases of right-of-use assets

Net cash flows used in investing activities

Notes
B aE
REIHNELSRE
B UF S
NAREst=EBESE St ABR 2
5B ERRBMA 3
HEWME  BERSEBEAD
Frf8 308

HENRREFERREZBEA
B2 MIBEER ISR
HE R EFSHKIA

BEVE  BERREBEE R
EETIE

BERVAE

BEEMEmM

fEEIIR A E

BE L AR E
B BT B E R
N2 HA B R = fE A 2 E #TF R

BEULABEFEREESHFHA
B MBEE

REMB AR

BEERREE

BAGERENER

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

2020 2019
—EEF —E-NF
(Unaudited) (Unaudited)
(REBER) (REEEZ)

RMB’000 RMB’000
AR®Tx AREFIT
5,504 9,062

- 199

291 1,256
44,376 72,932
- 1,588
(37,504) (9,132)
(34,885) (3,051)
(479,498) (561,129)
607,019 459,027
(40,000) (38,041)
105,357 =
(142,160) (20,000)
(44,563) (53,444)
- (286,729)
(23,150) =
(39,213) (427,462)
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Condensed Consolidated Statement of Cash Flows

ERGERERER

CASH FLOWS FROM FINANCING
ACTIVITIES

Repayment of bank loans

Payment for lease liabilities

Repurchase of shares

Proceeds from bank loans

Interest paid

Dividends paid

Net cash flows (used in)/from
financing activities

MEZHNRERE

EBERTERMAXNORE
HER BN
ACPNG )
MSRITERAME R NER S
ERHE

EfTEE

MEES (ER) EENRS

MEFHE

Net decrease in cash and cash equivalents 15 & IR & S (E YR A F 58

Cash and cash equivalents at 1 January

Effect of foreign exchange rate changes,
net

Cash and cash equivalents at 30 June

ANALYSIS OF BALANCES OF CASH
AND CASH EQUIVALENTS

Cash and bank balances

Short-term deposits

R—A—BmEEREEEHEY

RAA=ZTHENRERESFEY

RERBRESENERIN

Be RRITHET
R RIRTT K

The notes from pages 39 to 68 form an integral part of these interim

condensed consolidated financial statements.
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For the six months ended 30 June
BZEAA=t+HIEAEA

2020 2019

—ECERE —E-NF

(Unaudited) (Unaudited)

(REBER) (REEEZ)

Notes RMB’000 RMB’000
Pi5E AR¥T T AREFIT
(216,776) =

(32) -
(2,968) (8,889)

16 113,399 197,378
(3,561) (999)
(61,358) (81,450

(171,296) 106,040
(72,224) (211,921)

258,621 525,363
(4,783) (8,899)

181,614 304,543

117,028 101,429

64,586 203,114

181,614 304,543

FI9E6S AN EBRILFHALA PHMBEER
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1.1

Notes to the Interim Financial Information

CORPORATE INFORMATION AND BASIS OF
PREPARATION AND CHANGES IN ACCOUNTING
POLICIES

CORPORATE AND GROUP INFORMATION

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

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

Reorganisation”).

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

The Group is principally engaged in the development, manufacture
and sale of non-patented pharmaceutical medicines including
intermediate pharmaceutical, bulk medicines and finished
drugs. It also invests in a joint venture to research and develop
biopharmaceutical products and technologies. 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.

1.1

AR R B R B RE

ATER - FREE . FHEENED
AT RAEEER

RinHz (ZER)BARAR([ARARNR=ZEE
ZFENAZTBERBERSESARNA(—R—
FE=ZH LEERENDE_T_ENH=
HEAMK L RERRERAR - RAFZ7E
fift 9% == B b UE /2 Cricket Square, Hutchins Drive,
P.O. Box 2681, Grand Cayman KY1-1111,
Cayman Islands * 1 3 2 & 2 b B 2 s ik Al &
B2 (T B 558 3385 4L /8 0, 301 3001~

02z °

BREEEEBLEEAR R RENER R (5HE
[AEEDNRBASHARRNBRNERA
BMAEXSMARAR (B ZRET - R
“EZR=FARA-t+—B ARRKBAEKR
SENMBARMEZERABR(EEEA]D -

ARARGRZBB=FLA+— BRB A
ER LT -

AEBEEREFRENNEYFAE  BERHE
& BEPHEHE REERKE  TRESE
AR EBEERER - EFRR - X
[ 4 R R B S A SZ A9 A B] Fortune United
Group Limited + ZZ4NA BRI ERAIEIRAF] ©
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Notes to the Interim Financial Information

B RS E R M RE

1.2

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 2020 (collectively
defined as the “interim financial information”) have been prepared in
accordance with International Accounting Standards (“IAS”) 34
Interim financial reporting and applicable disclosure requirements of
the Rules Governing the Listing of Securities on the Stock Exchange
of Hong Kong Limited. They have been prepared under the historical
cost convention, except for financial assets and liabilities at fair value

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

The interim condensed consolidated financial statements are
presented in Renminbi (“RMB”) and all values are rounded to the
nearest thousand except when otherwise indicated. These interim
condensed consolidated financial statements have not been audited.
These interim condensed consolidated financial statements were
approved and authorized for issue by the Board on 25 August 2020.

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 2019, 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”).
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1.2

RNAEH - RUEE  SHHERNEE
(%)

FZEBE T _TFRNA=TRIENER A
MR EZ ARG I R (8 [ 8
FEER]) DIRBEEE & ER ([BER G
A1) 345 [ EIM B wE ] KA ERNKE
RHARZMARRAFESF LHRADEER
RS - RARREFEREEBF AERZ

MBEERAEN  PHMEENTIIRE LK
ZNEE R

HRAZRA P BB BEHRRAARRIIR - B5E
ERSN ESEHNERAZREO T -
ZEHRAGEAP MY BHRRALER  Z5H
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1.3

Notes to the Interim Financial Information

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

CHANGES IN ACCOUNTING POLICIES

The accounting policies adopted in the preparation of the interim
condensed consolidated financial information are consistent with
those applied in the preparation of the Group’s annual consolidated
financial statements for the year ended 31 December 2019, except
for the adoption of the following revised standards effective as of 1
January 2020 for the first time for the current period’s financial
information.

Amendments to IFRS 3
Amendments to IFRS 9, IAS 39 and
IFRS 7

Definition of a Business
Interest Rate Benchmark
Reform

Amendments to IAS 1 and IAS 8 Definition of Material

The adoption of the above revised IFRSs has had no significant
financial effect on these financial statements.

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.

13

AR R B R B RE

AREH  FREE  EHBENLD
()
B BENEE

RELA T R RGA M B ER AN G K
REGHEAKERE_FT-NF+-_A=1—
BUEFENFERAMBHRRMTEAE -
HEXRAHESBERRA IR _-"F=F
F—H— BEBWBERTNERIBRSN o

BIRMBHREEREI R (BAIA) XBEE

BRI mEERFE N - Bk FUEEENE
SEERIE R RERMERS
RRIE 75 (EFTA)

BREERE 1 RS8R (BRIA) BAMZEE

R B R IE R BIBR B 75 i 5 R R % B
BRRLBESRUBERE -

/\%E>§¥4
ROTEER ARESXBEMREERS S
3 £ 51 R A ¥ 5 0 BRARPX -

(@) BENMIHEREERRRE([REER

R 58)

b)) HERKERZE(BRENERHBELIE
MAERSEE) (TR EE] D1R)

EEEERKEVEIRERE  IMEHER
BRDERRBAFEIRE - DERBETRIE

A i o 2RO ) (L A 48 58 BE R B Al A RO 71
B) T AR - EARBRBANGE N I E BUAKR
SENRTAATNEE - HERSWA - BBE
A BUTEZ - REWA - REAEESRT
AR RERS BB ARBBREETH
ERTEERNZAE -
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Notes to the Interim Financial Information

B RS E R M RE

2. SEGMENT INFORMATION (Cont’d) 2.

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

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

The following is an analysis of the Group’s revenue and results by
operating segment for the period:

Intermediates

RELERAEE - Re RRTTF
ERESHFABRELHBEE
&

HEERHERERE2RERTISERBIE
A =FHENEEET -

T AREBERABREREESEED ZB/A
N

Elimination of

and bulk Finished intersegment
medicines drugs sales Total
Six months ended Bz XA=1H HEER K 8K
30 June 2020 (unaudited) WE7RME A (R EFX) R ZE 2% PEEHEE e
RMB’000 RMB’000 RMB’000 RMB’000
ARET T ARETT AR®TT ARET T
Segment Revenue: DERA
Sales to external customers HINHE 107,309 381,684 - 488,993
Intersegment sales DHERHE 26,813 - (26,813) -
134,122 381,684 (26,813) 488,993
Segment Results DHES 6,258 214,178 - 220,436
Reconciliation: P :
Unallocated gains KRBz 23,333
Corporate and other ERAEMAKD R H
unallocated expenses (78,303)
Finance costs g4 (3,561)
Profit before tax B 258 B g A
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Notes to the Interim Financial Information

AR R B R B RE

SEGMENT INFORMATION (Cont’d)

Six months ended

30 June 2019 (unaudited)

Segment Revenue:

Sales to external customers

Intersegment sales

Segment Results
Reconciliation:
Unallocated gains
Corporate and other
unallocated expenses
Finance costs

Profit before tax

BE-Z-NFRA=1H
LEZNMEA CREER)

SERA :
MBS
DIEREE

paEES

R

Ao B
EEREMARD A H

B E M

B 750 B4 )

2. DEER(E)
Intermediates Elimination of
and bulk Finished intersegment
medicines drugs sales Total
s 1 85
JR k) &2 P % DEFHEHEE R
RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARBTFT ARBFT ARETFT
118,979 371,771 - 490,750
17,469 - (17,469) -
136,448 371,771 (17,469) 490,750
614 236,737 - 237,351
19,037
(68,425)
(1,007)
186,956
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Notes to the Interim Financial Information

B RS E R M RE

2. SEGMENT INFORMATION (Cont’d) 2. DEEHGE)

The following is an analysis of the Group’s assets by operating AT AREREEENREDIEED 2 DI

segment:
Intermediates
and bulk Finished
medicines drugs Total
As at 30 June 2020 R-ZE-_ZFX<A=1+H FRBR
(unaudited) (REBEX) RR g B e
RMB’000 RMB’000 RMB’000
ARET T AR%T AR¥TF T
Segment Assets: STEEE 447,881 817,339 1,265,220
Reconciliation: R
Corporate and other TEREMRSEEE
unallocated assets 1,540,602
Total assets BEE 2,805,822
Intermediates
and bulk Finished
medicines drugs Total
As at 31 December 2019 RZE-—NF+=-A=1+—H hfEE &
(audited) (&%) JR¥} 52 P B2 B
RMB’000 RMB’000 RMB’000
ARETTT ARETTT ARETTT
Segment Assets: DEEE 448,157 754,425 1,202,582
Reconciliation: kel
Corporate and other TEREMARDELEE
unallocated assets 1,683,805
Total assets BEE 2,786,387
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Notes to the Interim Financial Information

3. REVENUE, OTHER INCOME AND GAINS

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

follows:

Revenue
Revenue from contracts with customers

WA

KEEPEHZBA

REVENUE FROM CONTRACTS WITH CUSTOMERS

Disaggregated revenue information

For the six months ended 30 June 2020

Segments

Type of goods or services
Sale of goods
Rendering of pilot test services

Total revenue from contracts
with customers

Geographical markets
Mainland China
Other countries

Total revenue from contracts
with customers

Timing of revenue recognition
Goods transferred at a point in time
Services transferred over time

Total revenue from contracts
with customers

W
3

789 m B AR S A
7 an 5 &
He g BRI A5

KEEFEKZBRA
BT

SilEiPN

HAibBR
KEEFAHAZHBEA
LON A
RE—RHEERES

RE— R ERAR RS

KEEFEKZBIA

A RS E R RE

WA - B A K W as
REBYRA - HRARKESFTAT :

For the six months ended 30 June
BEXA=1THLAEA

2020 2019

SR —E-NE

(Unaudited) (Unaudited)

(REEEX) (REEER)

RMB’000 RMB’000

ARBTR ARETT

488,993 490,750
REEFAHZRA

DIMAEHR
BE-—Z_ZHXA=+HLNAEAA

Intermediates

and bulk Finished

medicines drugs Total
PR

R % EE
RMB’000 RMB’000 RMB’000
AR®T R AR®T R ARBTT
104,992 381,684 486,676
2,317 - 2,317
107,309 381,684 488,993
60,612 380,994 441,606
46,697 690 47,387
107,309 381,684 488,993
104,992 381,684 486,676
2,317 - 2,317
107,309 381,684 488,993

INTERIM REPORT 2020 —ZE=Z&hiisR% 45



Notes to the Interim Financial Information

B RS E R M RE

3. REVENUE, OTHER INCOME AND GAINS (Cont’d)
REVENUE FROM CONTRACTS WITH CUSTOMERS (Cont’d)
Disaggregated revenue information (Cont’d)

For the six months ended 30 June 2019

WA~ HWA R Wz ()
REFFEHNZBA (H)
DIFMAEH (B)
BE_ZT-NFAA=+TBIAEA

Segments

Type of goods or services
Sale of goods
Rendering of pilot test services

Total revenue from contracts

with customers

Geographical markets
Mainland China
Other countries

Total revenue from contracts

with customers

Timing of revenue recognition
Goods transferred at a point in time
Services transferred over time

Total revenue from contracts

with customers

9
3%:

7 R S AR A R A
7 an 5 &
1 (A B R S AR

KEEFEKZBEA

BT

SiE PN

HBE xR

KEEFEAZBA

LN

RE-—BHEREREY

RE— R ERAR MRS

KEEFPAHZHBEA
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Intermediates

and bulk Finished

medicines drugs Total
FEER

JR¥ A X % B
RMB’000 RMB’000 RMB’000
ARETFT ARBTFT ARETT
117,061 371,771 488,832
1,918 - 1,918
118,979 371,771 490,750
78,005 368,256 446,261
40,974 3,515 44,489
118,979 371,771 490,750
117,061 371,771 488,832
1,918 - 1,918
118,979 371,771 490,750




Notes to the Interim Financial Information

AR R B R B RE

3. REVENUE, OTHER INCOME AND GAINS (Cont’d) 3. WA - HttW AR W ()

Other income

Bank interest income

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

Government grants

Foreign exchange differences, net

Others

Gains
Gain on disposal of financial assets at
fair value through profit or loss
Fair value gains, net:
Financial assets at fair value through
profit or loss

4.  FINANCE COSTS

Interest on discounted notes receivable

Interest on bank loans wholly repayable
within five years

Interest on lease liability

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

2020 2019
—EEF —T-NF
(Unaudited) (Unaudited)
(REER) (REEEZ)
RMB’000 RMB’000
AR®E TR ARETIT
Hapug A
RITH B UL A 7,363 9,498
WAREFTEBEEZFHTAEBRZ
B 7% E E R I B U A - 199
BT SR 2,375 2,547
PE W Z%8 - H5E 5,637 441
Efh 4,902 1,447
20,277 14,132
Wz
HENARENE BHEB) T AIBE
Z B ERNNE 7,752 2,340
AR EWE B
WAREFEBEEFHTABRZ
S EE 153 4,069
28,182 20,541

4. BB

For the six months ended 30 June

BEAA=+THLAEA

2020 2019

—EZEF —ZE-NEF

(Unaudited) (Unaudited)

(REEX) (REEER)

RMB’000 RMB’000

ARETR ARBT T

FEWERALIR 2 F] 2 254 -
AR A FANBHEER

RITERZAE 3,255 999

HEBERNE 52 8

3,561 1,007
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A R R B R B RE

5. PROFIT BEFORE TAX 5 BREADER
The Group’s profit before tax is arrived at after charging/(crediting): AEBHNRB AT LR (GEA) THE
RIGEETE :

For the six months ended 30 June
BEXA=1THLAEA

2020 2019
—E-EH —ZT-NF
(Unaudited) (Unaudited)
(REER) (RE&EZ)
RMB’000 RMB’000
ARETR ARETT
Cost of inventories sold * BEEGFTERKA 224,257 195,675
Depreciation of property, plant and equipment 472 - &= L& EITE 24,802 23,895
Depreciation of right-of-use assets ** FRHEEERTE 1,607 671
Research and development costs: T 7E K B BE A AN
Amortisation of intangible assets*** E AR 317 247
Current period expenditure ZRERRE ST 22,654 18,073
22,971 18,320
Lease payments not included in the TERERHEEaEFECHES
measurement of lease liabilities 857 32
Employee benefit expense (including directors’ {E BiaHH Y (BIFEER
and chief executive officer’s remuneration): BHME)
Wages and salaries TERES 55,863 47,555
Retirement benefits RRAER] 888 3,820
Accommodation benefits FE=H 2,361 1,988
Other benefits H a7 8,501 8,242
Equity-settled share option expense DARS #E 2 - A BE AR AE B S 2,804 3,228
70,417 64,833
Foreign exchange differences, net MR Z5E - HE (5,637) (441)
(Write-off of provision for inventories)/ (R EREEE) BFEMRZ
write-down of inventories to A&7 5E
net realisable value (3,468) 5,257
Fair value gains, net: AAERE  JFRE
Financial assets at fair value through J/A AR EE B AT A
profit or loss Bam2WBEE (153) (4,069)
Bank interest income HRITH S A (7,363) (9,498)
Loss on disposal of items of property, HEWE  BEK&
plant and equipment FEFIHE MEE 203 141
Gain on disposal of financial assets HEUARBEFZAHE
at fair value through profit or loss FFABZE 2 M EEN R E (7,752) (2,340)
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PROFIT BEFORE TAX (Cont’d)

Notes to the Interim Financial Information

* The depreciation of RMB19,153,000 (2019: RMB18,837,000) for the

period is included in “Cost of inventories sold”.

e The depreciation of right-of-use assets for the period is included in
“Administrative expenses” on the face of the condensed consolidated

statement of profit or loss.

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

profit or loss.

INCOME TAX

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

Total tax charge for the period

2 MRS
EHMEHRX

AR R B R B RE

BRI ADRF (48)

* AR T E HE R A R#19,153,0007T (=&
—hE: AR#¥18,837,0007T) EftATE &
FERA] -

* AERMEREEENES AMRAGSBRRR
B [TTERER] -

o RERMETEESRF AGRSSIEERY
[EmER] -

For the six months ended 30 June

BEAA=+THILEAEAR

BRAAEFEEHMSHARE

EFERIA

AHRHIAS B

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.

2020 2019

bt 223 —ZT-NF
(Unaudited) (Unaudited)
(REEEX) (REER)
RMB’000 RMB’000
AR®T R ARBTT
27,550 30,706

460 -

6,343 5,834
34,353 36,540

BN AR BN AR E R B M8 E LB RPS
M- A EAFENGSRELRE - RPEX
BE 2 KYEE 2 R] E BIR T IR IR AN AR (At AR AR
A - RS BB A BRI P 2 3R
AR  BEREN - ASH 2 @AY Emat

sty

H o
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Hp 5 B 7 L B
7. DIVIDENDS 7. RE

For the six months ended 30 June

BEAA=+THLAEA

2020 2019
—ECEF —E-NF
(Unaudited) (Unaudited)
(RBEX) CREgEEZ)
RMB’000 RMB’000
ARETR AR®ET T
Dividend pertaining to the prior year declared #HZE7x A=+ B IF/NE A =)k
in the six months ended 30 June WEFERE 61,358 81,450
Interim — HK$0.015* hH BREBKER0.015T
(2019: HK$0.015) per ordinary share —ZT—NF : B¥0.015 7T) 20,778 21,548
* On 25 August 2020, the Company declared an interim dividend for the * AARR=ZZE_TFNA=+AA Eiff&%i?é:
year ending 31 December 2020, at HK$0.015 per share, amounting to ToTEF A=t —HIEFENRERE
a total sum of approximately HK$23,261,000 (approximately equivalent f&AE¥E0.015 7T + & FAAEME 23,261 OOOE(Z’]
to RMB20,778,000). HER AR 20,778,0007T)
8. EARNINGS PER SHARE 8. BRER
The calculation of basic earnings per share for the six months ended HE-_Z-_ZFENAZTHIEANEANSRE
30 June 2020 is based on the profit for the period attributable to RBFTIZE AR TRk ER T—fﬁ‘)\J’E{EZKHﬂ
ordinary equity holders of the parent of RMB129,691,000 (2019: e A AR # 129,691,000 L (ZZ— L+ A
RMB150,416,000) and the weighted average number of E%150,416,OOO71:)LA&B@KE@F&%E%H‘EiL
1,550,860,000 shares (2019: 1,585,767,000 shares) in issue during A& A& 17 2 hnkE 39 R% 24 1,550,860,000 A% 15 (=
the period. T— 4 1 1,585,767,000 %) atHE o
The calculation of diluted earnings per share for the period is based NEAEEE R BIR AN IR A 71 Ak
on the profit for the period attributable to ordinary equity holders of hﬁ}\ﬁg1£$ﬁﬂfﬁ>ﬁﬂ}\ﬁﬁg 129,691,000 7T
the parent of RMB129,691,000 (2019: RMB150,416,000) and the (ZZE—NF: AR¥150,416,0007T ) LA &
weighted average number of 1,550,860,000 shares (2019: AHPEERTEBEBRERG 2 MEFH
1,585,767,000 shares) in issue during the period after adjusting for % #01,550,860,000% 7 ( = & — J1 F:
the effect of dilutive options. 1,585,767,000 %10 ) 7 & » St A#EEER 2
FEARHE T LAFAEE -
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10.

Notes to the Interim Financial Information

AR R B R B RE

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

During the period, additions of property, plant and equipment AEAR - REZWE  BERKEBEHAA

amounted to approximately RMB4,520,000 (2019: approximately R#4,520,000c(ZZF—NLF: HEARE

RMB1,383,000). During the period, items of plant and equipment 1,383,0007T) ° AHME - HEZWE KR EE

with net book value of approximately RMB494,000 (2019: BEREFELNABARK494,000T(ZF— N1
approximately RMB1,397,000) were disposed of. & HEARK1,397,0007T) °

INVENTORIES 10. &

30 June 31 December

2020 2019

—ETEF —E-NF

ANA=T1H +=—A=+—H

(Unaudited) (Audited)

(REBER) (B&EZ)

RMB’000 RMB’000

ARETT ARET T

Raw materials R A4 # 66,079 65,368

Work in progress TR 58,439 62,098

Finished goods RIEY T 84,376 64,449

208,894 191,915

Less: provision A B (3,052) (11,156)

205,842 180,759
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B RS E R M RE

11. TRADE AND NOTES RECEIVABLES

11.

An ageing analysis of the trade receivables and notes receivable as

at 30 June 2020, based on invoice date and net of loss allowance, 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
Over one year

Notes receivable

FEWE 55k
REREC S 5 B R R EREE -
90 HR
91Z=180H
181 £ 270 H
271%360 A
1A E

AES TR

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

except for new customers, where payment in advance is normally

required. The credit period is generally three months for major

customers.
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BWEZ kEERIA

RIREZABMANRBEFREGE R

ZFERNA=ZTHNEKE S R EEFIERR D
WA -

30 June 31 December

2020 2019

—EEF —E-NF

AB=+H +ZA=+—H

(Unaudited) (Audited)

(REBERZ) (B2##%)

RMB’000 RMB’000

ARETT ARET T

129,220 171,276

11,109 16,380

4,654 11,161

992 3,630

7,683 4,932

153,658 207,379

155,155 163,615

308,813 370,994

BIEP —RI\|BAFRIN  AREERIZ(E
EhABEERPRS  MEERFEEHM—KRA

=f&an -



Notes to the Interim Financial Information

12. PREPAYMENTS, OTHER RECEIVABLES AND OTHER
ASSETS

Current B

Prepayments SENES

Deposits and other receivables R & E Ath FE WRIE
Wealth management products 9 B =

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

The carrying amounts of the prepayments, other receivables and
other assets approximate to their fair values.

AR R B R B RE

12. AR HEWFHAERAEMEE

30 June 31 December
2020 2019

b 3 —ZE-NEF
AA=+H +ZA=t—H
(Unaudited) (Audited)
(REEX) (B &%)
RMB’000 RMB’000
ARETR AREFT
35,020 15,650
21,085 30,489
50,000 140,000
106,105 186,139

BREERABH R ERE - DAEHRER
Z A B BT BN R KR L e R WGRIR R
7 e

BN R ERFR R A EEZ REEE
SEHE A EEMRLT
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B RS E R M RE

As at 30 June 2020, the cash and bank balances and short-term
deposits of the Group denominated in RMB amounted to
RMB490,957,000 (as at 31 December 2019: RMB430,621,000) in
Mainland China. The RMB is not freely convertible into other
currencies. However, under Mainland China’s Foreign Exchange
Control Regulations and Administration of Settlement, Sale and
Payment of Foreign Exchange Regulations, the Group is permitted to
exchange RMB for other currencies through banks authorised to

conduct foreign exchange business.

Cash at banks (including term deposit with maturity over three
months) earns interest at floating rates based on daily bank deposit
rates. Short-term time deposits are made for varying periods of
between one day and three months depending on the immediate
cash requirements of the Group, and earn interest at the respective
short-term time deposit rates. The bank balances are deposited with
creditworthy banks with no recent history of default. The carrying
amounts of the cash and cash equivalents approximate to their fair
values.
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13. CASH AND BANK 13. BERETED
30 June 31 December
2020 2019
—ECEF —ZE-NF
RNRA=tR +ZA=1+—H
(Unaudited) (Audited)
(REER) (B&EZ)
RMB’000 RMB’000
AR¥ TR ARETIT
Cash and cash in banks IRE NIRITTER 117,028 105,619
Short-term deposits v EE 419,586 365,842
536,614 471,461
Term deposit with maturity over three months  EI|HA B #2:@ = {i A &9 5& HifF 3% 355,000 210,000
Restricted bank deposits SRR BRI TE K - 2,840
355,000 212,840
Cash and cash equivalents HERIRSEEY 181,614 258,621

REZE_ZFFA=+H  AEERFBIARE
BEREAANRENIRG RRITETREEER
(B A R# 490,957,000 (R=F—hF+=
A=+—8: AR¥430,621,0007T) - AR
WARIABBERAEMES - AMm @ RigP
B K Bk SN 5 R AR I A5 BB~ 65 I BT OB B AR
ER - AEEEE R B TETTINE XS RIR
THIEARE L IRABHEMER o

RITFR (BB A BB = A & ESRFR)
A BENT RIRITFRAF B A RERER - 52
HERERBRATF - BE=EAATE  BF
AEBRIR S FRKMIE - W IANRER R HIE B
R ERIA S - RITERTFALIRE
FRIER - EERFVRITH - ReMBRLE
EMMREEROIEARE -



14. TRADE AND NOTES PAYABLES

Notes to the Interim Financial Information

An ageing analysis of the trade payables and notes payable as at 30

June 2020 is as follows:

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

RARER B 0 Y R R R ER

90H A
912180 H
181 £270H
271£360H
—FE

The trade payables are non-interest-bearing and are normally settled

on 90-day terms. The carrying amounts of the trade and notes

payables approximate to their fair values.

15. OTHER LIABILITIES

Government relocation compensation received BU/E BT I B # (B 2

The government relocation compensation was part of the

compensation received under the relocation compensation

agreement entered between the People’s Government of Wuzhong

Economic Development District, Suzhou City and Suzhou Dawnrays

Pharmaceutical Co., Ltd., a wholly-owned subsidiary of the Group.

14.

15.

AR R B R B RE

BNEZREERIA
R-Z_ZEERA=THANENEZRENRE
BFORRRE AT

30 June 31 December
2020 2019
=L i —2-NF
ARA=tH +ZHAH=+—H
(Unaudited) (Audited)
(REEEX) (B&EZ)
RMB’000 RMB’000
AR®T R ARETT
93,902 102,243
57,313 58,942

635 143

962 100

276 336
153,088 156,764

JERE ZFRIBIDEFE R —RIZN+HRER
HgN - BENESRERFKAZERAERER

Hit&E
30 June 31 December
2020 2019
=X i —2-NF
ARA=+H +ZHAH=+—H
(Unaudited) (Audited)
(REEEX) (B&ER)
RMB’000 RMB’000
ARBT R ARETT
175,595 70,238

B BRERRREHMNTRPEERER
ANRBRAT B 6L [ 2 B B B8 /2 B ) 2R T S5 2
BR QB E 2 778 78 (8 1 5 W B B0 BR 0 37 8

fER
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A R R B R B RE

16. INTEREST-BEARING BANK BORROWINGS 16. sTEERITEE

30 June 2020

—ECEF

AA=t+H

(Unaudited)

(REER)

Effective interest rate (%) Maturity RMB’000

BERRI=E (%) Z|H A ARETT

Current S Hy

Bank loan — secured EEARRITER 3.35% 2020 100,365
Bank loan — secured EEWE%E?TEW\ 2.2%-2.6% 2020 13,034

113,399

As at 30 June 2020, the Group had aggregate bank facilities of
approximately RMB1,440,365,000 (as at 31 December 2019:
RMB1,307,585,000), of which, bank facilities of approximately
RMB160,365,000 (as at 31 December 2019: RMB223,238,000)

were secured by corporate guarantee of the Company.

(@) The bank loan is secured by the corporate guarantee of the Company.

(b) The bank loan was arising from the discounted notes and secured by
the notes receivable accepted by the banks.
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RZZ=_TF-A=+H" NE@B%EW?E
BRI AN RH51,440,365,000 T (R =T — 14
+=ZA=+—8: AE%1w7w5mmw
Hrh AR% 160,365,000 (R=F—hF+=
B=+—8: AR¥223,238,0007T)RITEE
B AR R BMESR -

@ RERGHREAAUEAVER -

) ZERTEFRAPRRER  WHRTEZH
FEUCRIR(FHEAR -



Notes to the Interim Financial Information

AR R B R B RE

17. SHARE CAPITAL 17. IR
Number of shares Amount
BRHEE <8
30 June 31 December 30 June 31 December
2020 2019 2020 2019
St -2 —T-NF ZEZER —T-NEF
ARA=+H TZH=1—H AA=+H +tZHA=1+—H
HK$’000 HK$'000
BETT BT
Ordinary shares of HK$0.05 each &R E(E/A%0.05 7T
2 EmAR
Authorised: EERRA 20,000,000,000 20,000,000,000 1,000,000 1,000,000
Issued and fully paid: BETRBRERND
At the beginning of the period/year 7 E¥T,/&4]) 1,556,581,000 1,586,382,000 77,829 79,319
Share repurchased and cancelled & & B 7B 17 K2 7
in 2019 ZE-NERH - (29,801,000) - (1,490)
Share repurchased in 2019 RZZE—NFEELRRHD R
and cancelled in 2020 RZE-EFTH (3,593,000) - (180) -
Share repurchased and cancelled & & B 7B 17 K2 7
in 2020 —E_EFFH (2,267,000) - (113) -
At end of the period/year RERLR /IR 1,550,721,000 1,556,581,000 77,536 77,829
Equivalent to RMB’000 ZEARBTIT 82,605 82,867
During the period, the Company repurchased 2,267,000 of its HA - KR AR B R BT g |1 2,267,000 iR AR A
ordinary shares on the Hong Kong Stock Exchange for a total AIEBR - TEERCARERBS257,000
consideration of HK$3,257,000 before expenses. I, ©
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B RS E R M RE

18. SHARE OPTION SCHEME

After the expiry of the Company’s 2003 share option scheme, the
Company adopted another share option scheme which was
approved by the shareholders at the annual general meeting on 24
May 2013 and was effective on 21 June 2013 (the “2013 Share
Option Scheme” or “Scheme”). The Scheme will remain in force for
10 years from the effective date until 20 June 2023 with purpose of
providing incentives and rewards to eligible persons (including the
Company’s directors, independent non-executive directors,
employees of the Group and other eligible participants as defined
under the 2013 Share Option Scheme) who contribute to the
success of the Group’s operations.

Movements of the Company’s share options under the Scheme

during the period were as follows:

Number of share options
BREZA
At Granted  Exercised Lapsed At
Name or Category $E#%%  1January duringthe  duringthe  during the 30 June
of participant SR 2020 period period  period (d) 2020
® by KHE PN N
“BIEE ERH BT BA¥() =Z=Z%
-A-H ~A=1H
Director® Bz0

Mr. Chen Shaojun® ~ FREAZ%4£E 6,000,000 - - - 6,000,000
6,000,000 - - - 6,000,000
4,000,000 = = = 4,000,000
32,000,000 - - - 32,000,000
32,000,000 - - - 32,000,000
80,000,000 - - - 80,000,000

Other employees ~ HftifE2
In aggregate b 2,000,000 - - - 2,000,000
5,800,000 - - - 5,800,000
6,200,000 = = = 6,200,000
1,200,000 - - - 1,200,000
3,000,000 - - - 3,000,000
10,500,000 = = - 10,500,000
14,400,000 - - - 14,400,000
15,400,000 - - - 15,400,000
58,500,000 - - - 58,500,000
138,500,000 = — - 138,500,000
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18. BIRHETE
BARRARZZEZ=FREAEIERE - KAF]
S —ER—E—=Fa-+tHAZER
AERE FERRLEIR=_F—=FA
T —HRARNBRESE( = —=FERE
s8] sk 525t 811) - ZEr &l A A BT+
FREREE_TE_=FA-_+HI 8%
HASEZEBXMIELERNEER2EE (B
BAARINES  BUFRITES - AEEH
EERBE T —=FERETEMAENHAM
BERZEE) KSR &R -

NERfE - ZEtEIR R AR R AR EE & T
Closing price
of the
Company'’s
Exercise shares at
Date of grant price of immediate
of share Exercise period share date before
options (a) of share options options (b)  the grant (c)
RitERE BRETE BRET RERY
A (a) il #E0b) BRET-X
FRARSD
W fER (o)
(dd/mm/yy) (dd/mmyyy) HKS$ HK$
(B/ B/ %) (B/ A/ %) ik ik
08/01/15 08/01/16-07/01/21 2.575 2.485
18/03/15 18/03/16-17/03/21 2.635 2.575
16/04/15 16/04/16-15/04/21 3670 3585
28/08/19 31/1219-31/12/20 1.380 1.300
28/08/19 01/06/22-30/04/24 1.380 1.300
17/09/14 17/09/15-16/09/20 3220 3.035
08/01/15 08/01/16-07/01/21 2.575 2.485
16/04/15 16/04/16-15/04/21 3670 3585
23/11115 23/11/16-22/11/21 3.190 3.185
11/05/16 11/05/17-10/05/22 3.170 3.145
291117 29/11/18-28/11/23 2.125 2.095
09/01/19 09/01/20-08/01/25 1.500 1.460
28/08/19 28/08/20-27/08/25 1.380 1.300



Notes to the Interim Financial Information

18. SHARE OPTION SCHEME (Cont’d)

(@)

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

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

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

Options lapsed in accordance with the terms of the Scheme
due to resignation of employees or the options were expired.

On 28 August 2019, the Board announced proposal to grant
64,000,000 share options to Mr. Chen Shaojun (“Proposal”).
The proposal was approved by the Shareholders in an
extraordinary general meeting on 30 December 2019. Of
which, 16,000,000 share options were expired and lapsed on
1 July 2020.

For the six months ended 30 June 2020, no options granted under

2013 Share Option Scheme were exercised by any director or any

employees or cancelled by the Company.

AR R B R B RE

18. BRESHE (&)

(@)

BRENEBIMAR D BHETEHM
BARILE ©

A 17 AR S BATAL IR S 28 AR
BB - RIS AR 0175 (B2
F A -

RETEREN — KA RENA QR
MEBSEZETREEE AT —EX
% B HB S TR (B o

ENEESRTRGXBRED AN B
PRAEAR IR 5% AT B B (R FR T T AR RK

R-_Z—AENB=-+N\R BEe=
5T B #R 5 T BR 48 B St 4 64,000,000 19
BE AR AE D 1A 20194 12 A 30 B R R
& 5 45 Bl K & _E#t & o H A 16,000,000
DEERRHER 202097 1B B BB R 2R 5K o

REE-_ZT_ZFRA=+HIRXEAHE -
ARRPREEE  INRBEFNESHEEITE
RE-_F-=FRBEEAR L 2 BIE -
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A R R B R B RE

18. SHARE OPTION SCHEME (Cont’d) 18. WM #ERTE (&)

As at 30 June 2020, the Company had 138,500,000 share options
outstanding under the Scheme, which represented approximately
8.93% 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
138,500,000 additional ordinary shares of the Company, additional
share capital of HK$6,925,000 and share premium of
HK$249,966,500 (before share issue expenses).

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

RZTEZTFA=18  RARREZE
" A 188,500,000 17 fE AR fE M R 1T - AIAEE
RAR RN Z B BB 317X (5 79 8.93% ° 1R
RNARIREF 2 BN - BEITER THER
T 1% B B A B 88 50397 138,500,000 % 38
B A K2 FE AE 78 5 6,925,000 7T 8 SN 2R A0 4978
#%249,966,500 7T % 17 /4 (B (AR &1 A% 10 32 17
&) e

BT ARSEENBEENAAENIRETE
BeiEE B AR AR — SRS ERA G
I B EEE T B RN R R - XA
BRREMERNGERAFERS - BHEEE
AEEEBED R TEERR - TRIIHZE

valuation model used. The following table lists the inputs to the ANBARBELRT - RERERNELEANAA

model and each option’s fair value at the date of grant: B :
Date of Grant RAAH 17/09/2014  08/01/2015  18/3/2015  16/4/2015 23/11/2015  11/5/2016  29/11/2017  09/01/2019  28/08/2019  28/08/2019  28/08/2019
Dividend yield (%) REE %) 097 1.21 1.18 085 1.04 1.06 210 525 744 744 744
Expected volatiity (%) BEKER (%) Iy 8B 43 8 8 8B 4 4 4 4 Iy
Historical volatity %) BRI (%) 1Y) 3 13 43 13 13 41 4 i) 1 4
Risk-free interestrate (%)~ EERFEE (%) 1.584 1.365 1.290 1,065 1.183 0969 1.586 1.840 1.064 1.004 1.054
Bxpected lfe of option (year) BRI 8 (£ 6 6 6 6 6 6 6 6 6 1 5
Fair value at the date of grant AR i ,EHETM

(HKS) (%7) 245 192 197 282 242 234 127 036 021 0.14 022

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 E *MHE?&H\/TTT@EE&HXﬁgE’]ﬁt %EHJ%& Wlaa
patterns that may occur. The expected volatility reflects the RERBERIE A BN AR K BB HRER - HEARK
assumption that the historical volatility is indicative of future trends, BERVEERER

which may also not necessarily be the actual outcome.

A 8 3098 T AR E ZFIA A A B0 EHH
ek o

No other feature of the options granted was incorporated into the

measurement of fair value.

AEBREBEE_TS-_TFA=THIEAR
HEBERZTEHETHERERY AARE
2,804,000 C(B#Z=—ZFE—NFRA=THIER
& A 8AfE : AR 3,228,0007T) °

The Group recognised share option expenses of RMB2,804,000
under the Scheme during the six month period ended 30 June 2020
(six month period ended 30 June 2019: RMB3,228,000).
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19. RESERVES
The amounts of the Group’s reserves and the movements therein for

the first six months periods in 2020 and 2019 are presented in the

condensed consolidated statement of changes in equity on page 33

to page 34 of the interim report.

U]

(I

(1)

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.

STATUTORY SURPLUS RESERVE (THE “SSR”)

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

EXCHANGE FLUCTUATION RESERVE

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

19.

)

(1)

AR R B R B RE

ZE_ZER_T-NAFENEAHRENA
BERBEEMNEBH O HNPHREFBEE
B4 BN S EEHE RN

BABER
AEBOMARSRIE R EEHET BN
BRAERNGEAEEFEEARAR
BREBEEMETHNARR KM EE
HUZEHE

EEEBAES
REBFERBZERTEMRBRRNA A

=52 AEHBATREERTEAR
@ﬂﬁ%’%ﬁm&ﬁﬂmm ARE

EERBRATER  BEEATRBRAES
‘5%@JE§SEHH§$E’U50% o Bh IR E BER
NIED A E A HR IR AR A IR - 1fE
BREEMBBIITEREMEARD
25% °

BE 50K B k8
VE 3R B i e Y PR AE AL SR AR B S0 M Y /BB
RAE I TS IMR FTE L HIRE S ZE -
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B RS E R M RE

20. FINANCIAL INSTRUMENTS BY CATEGORY 20. ZERE D zemMIE
FINANCIAL ASSETS BsEE
30 June 2020 31 December 2019
ZEIRERAZTA ZE-NETZA=T-H
(Unaudited) (Audited)
(REEH) (B%R)
Financial Financial
Financial assets Financial assets
assets Financial at fair value assets Financial atfair value
at fair value assetsat  through other at fair value assetsat  through other
through profit amortised ~ comprehensive through profit amortised  comprehensive
orloss cost income Total orloss cost income Total
NARERE AR ETE
NRREHE BHEHHA WAL EHE BHZHA
BEZHHA REERE  Ht2EUE BEEHHA EEERA  Af2EWE
BRCUBEE HEZHKEE ZHBEE BE BR/UBEE HEHBEE AR et
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETR AEETR ARETR AEETR ARETT ARETT ARETT ARETT
Trade and notes receivables ERESREETE - 153,658 155,155 308,813 - 207,379 163,615 370,994
Financial assets included in HARAR - EfpEREER
prepayments, other receivables EMEESBEE
and other assets - 71,085 - 71,085 - 170,489 - 170,489
Financial assets at far value through MR BT 8 B ESHE AR
profit or loss BUHEE 476,401 - - 476,401 505,830 - - 505,830
Cash and bank ReRBOER - 536,614 - 536,614 - 471,461 - 471,461
476,401 761,357 155,155 1,302,913 505,830 849,329 163,615 1,618,774
FINANCIAL LIABILITIES B E
30 June 31 December
2020 2019
—EDEF —E-NF
ANA=T1H +=ZHA=+—H
(Unaudited) (Audited)
(REEZX) (B&ER)
Financial Financial
liabilities at liabilities at

Trade and notes payables

Financial liabilities included in other payables
and accruals

Interest-bearing bank borrowings

Lease liabilities

e E 5 MEEFIA

FEARMMENFIEKLRIRE R
ZHBRE

FARRITEER

HEAE
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amortised cost

amortised cost

BRBENATE  REEKAE
AL 3R ZHBRE
RMB’000 RMB’000
ARBT T ARETT
153,088 156,764
142,417 179,653
113,399 216,776

2,922 2,907

411,826 556,100




21.

Notes to the Interim Financial Information

A RS E R RE

FAIR VALUE HIERARCHY OF FINANCIAL 21. EMIEZARERER
INSTRUMENTS
The following tables illustrate the fair value measurement hierarchy of TRINBAEFER T ANAAEFEEL

the Group’s financial instruments:

ASSETS MEASURED AT FAIR VALUE AS AT 30 JUNE 2020: REZB-ZEFAA=ZTHREAAEFTENE

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 BEARH

miEHHRE S PN BEEmAE &&t
EF-R gt E=H

RMB’000 RMB’000 RMB’000 RMB’000

AR® TR AR®TR AR®TR ARETR

Financial assets at fair value through AR EzTE HEE &t A

profit or loss B WK EE 46,318 430,083 - 476,401
ASSETS MEASURED AT FAIR VALUE AS AT 31 DECEMBER R-ZE-NAEFE+ZBA=+—HRERLIAEFEN
2019: EE

Fair value measurement using
ERNTEBEETAAEE

Quoted prices Significant Significant

in active observable  unobservable
markets inputs inputs Total

(Level 1) (Level 2) (Level 3)

RS ERA EART]
MinHRE BREBAE BEBAE At

E—k FEH F=1
RMB’000 RMB’000 RMB’000 RMB’000

ARETT ARETT ARETT ARETT

Financial assets at fair value through AR EZTE B EE &t A
profit or loss BaMKEE 47,187 458,643 = 505,830
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B RS E R M RE

21. FAIR VALUE HIERARCHY OF FINANCIAL
INSTRUMENTS (Cont’d)

During the period ended 30 June 2020 and the year ended 31
December 2019, there were no transfers of fair value measurements
between Level 1 and Level 2 and no transfers into or out of Level 3.

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

22. COMMITMENTS

CAPITAL COMMITMENTS
Contracted, but not provided for: BET4) - ERIERAE
Plant and machinery B K =S

21.

22.

Capital contributions payable to an associate &t —EEt < A 7 2 8 E K
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THMTREZAARBEER(B)

HE_Z-_ZFA=THILHARAREBE-Z
—NE+ZA=T—HBILFE F-—REF_
FEYEAREFEER  TEEAXBHE
=

ReMRTER  BREZREEFA - B
B RREHIE - SHATANR - Bt RIE
MREMEEMBEE  FEARMEMNKIEAR
BREMZMBARE FERTEENAREE
BENREEREARERS -

AIE
BRI
30 June 31 December
2020 2019
—EEF —E-NF
AB=+H +ZA=+—H
(Unaudited) (Audited)
(REERZ) (B2##%)
RMB’000 RMB’000
ARETT ARET T
135,369 24,919
- 40,000
135,369 64,919




23.

24.

Notes to the Interim Financial Information

RELATED PARTY TRANSACTIONS

Compensation of key management personnel of the Group:

Salaries, allowances and benefits in kind e ERMEYREA

Employee share option benefits B T RERE T

Pension scheme contributions RIREFTEIHER

Total compensation paid to key TEEEAEMEET
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

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 9.7% of the Group’s sales for the
six months ended 30 June 2020 (2019: 9.1%) were denominated in
currencies other than the functional currency of the Mainland China
subsidiaries. Upon receipt of currencies other than the functional
currency, the Mainland China subsidiaries sell them to the banks at
suitable time in order to convert them into functional currency.

AR R B R B RE

23. BEIRS
FEEFEEEAEMS

For the six months ended 30 June
BEXA=tHILAEA

2020 2019
—EIEF —E-nF
(Unaudited) (Unaudited)
(RBER) (REEER)
RMB’000 RMB’000
ARBTR ARBTT
2,480 2,403

1,754 520

29 28

4,263 2,951

24, TREMEEBEREER

AEBERRKEZFTARENE S HIAZH
MEBRYBEERAE  WIHAEKEERE
o

ANEE T BT AS Ma)E 2R A INER
& EERRE - //m@:’ﬁiﬂ 2 B M @B o LA
TREFSRIIRAEERE i aEE R
RZBE -

SNE LB

AREBER A B AEAINE BB RIKE © AT
AEBRDEHRXZEREAR - BRRBRKER
ZNER B 1 R B R BE P B & RIA EL T BE & B IASD
CEBETZHE BE_T_TFA=T
HIEAREA  AEENIT% ZHE(ZF—N
¢:91%)BDA$EEE’\JEPKI3*WE’AETDJ
BN EREFHE - MURBITNBE B B IASN
Big - ARBERHBIAENE QRS EE
FEBETRITUABRYEER -

b=

N
S )ﬂﬂ?r >U11?v

i
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A R R B R B RE

24. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 24. SRIEMEEEERHE(E)

POLICIES (Cont’d)

CREDIT RISK

Credit risk is the risk of loss due to the inability or unwillingness of a
counterparty to meet its contractual obligation. The Group has no
concentration of credit risk from third party debtors. The carrying
amounts of cash and bank balances, trade and notes receivables,
financial assets included in prepayments, other receivables and other
assets in the consolidated statement of financial position represent
the Group’s maximum exposure to credit risk in relation to its

financial assets.

All cash and bank balances were deposited in high-credit-quality
financial institutions without significant credit risk.

The Group has continued the policy to perform an assessment at 30
June 2020, of whether a financial instrument’s credit risk has
increased significantly since initial recognition, by considering to

group its other receivables into Stage 1 and Stage 2, as described

below:

Stage 1 — When other receivables are first recognized, the Group
records an allowance based on 12-month expected
credit losses (“ECLs”).

Stage2 — When other receivables have shown a significant

increase in credit risk since origination, the Group
records an allowance for the lifetime ECLSs.

Management also regularly reviews the recoverability of these
receivables and follow up on the disputes or amounts overdue, if
any. Management is of the opinion that the risk of default by

counterparties is low.

The Group considers the probability of default upon initial recognition
of asset and whether there has been a significant increase in credit
risk on an ongoing basis throughout each reporting period. To
assess Whether there is a significant increase in credit risk, the Group
compares the risk of a default occurring on the asset as of the
reporting date with the risk of default as of the date of initial
recognition. It considers available reasonable and supportive

forward-looking information.
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Notes to the Interim Financial Information

24. FINANCIAL RISK MANAGEMENT OBJECTIVES AND

POLICIES (Cont’d)

CREDIT RISK (Cont’d)

The Group applies the simplified approach to providing for expected
credit losses prescribed by IFRS 9, which permits the use of the
lifetime expected loss provision for all trade receivables. The
expected loss allowance provision for these balances was not
material during the period ended 30 June 2020.

As at 30 June 2020, the credit rating of other receivables were
performing. The Group assessed that the expected credit losses for
these receivables are not material under the 12-month expected loss
method. Thus no loss allowance provision was recognised during
the period ended 30 June 2020.

LIQUIDITY RISK

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

INTEREST RATE RISK

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

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

24.

AR R B R B RE
SHEREEEBERYE @)

FERR (&)
AREBAB I ATHeBRRE P SRS ERE
ORMREMNBEREERE  BREMBEREE
I 9 A FHE A FE N ME IR RREKE
SRBRE BE_T_TFA=THLH
B ZEAEROFERIBRBHLRALTERK ©

RZZBZZTFXA=+H REBEHHEMER
FIREITEER - REER12ME A TEEX
AR ERBCRIEN A REEERTL A~ E
RN BMRBEZZ_TFA=+HILHEY
RERBRBEERE -

RBESRR
AEFEBRAKEERDESFSTA &

REETHBRNER HWTASEEESHRT
BERMBEE (NEKE 5 FI8) WE J HH AR
REKEXEBNRPRERE

EIESEN

AEENNXRAREZRAER - WFBFIE
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HEABANEEIFAEEARAL
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BReZEEEMNSNEERE
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24.

25.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (Cont’d)

CAPITAL MANAGEMENT

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

The Group manages its capital structure and makes adjustments to
it, in light of changes in economic conditions. To maintain or adjust
the capital structure, the Group may adjust the dividend payment to
shareholders, return capital to shareholders or issue new shares. No
changes were made in the objectives, policies or processes for
managing capital for the six months ended 30 June 2020.

APPROVAL OF THE INTERIM FINANCIAL REPORT
The interim report was approved and authorised for issue by the
board of directors on 25 August 2020.
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