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Corporate Information
NEIEH
BOARD OF DIRECTORS

EXECUTIVE DIRECTORS

Ms. LI Kei Ling (Chairman)

Mr. HUNG Yung Lai

Mr. CHEN Shaojun (resigned on 16 February 2022)

NON-EXECUTIVE DIRECTOR
Mr. LEUNG Hong Man

INDEPENDENT NON-EXECUTIVE DIRECTORS
Mr. LO Tung Sing Tony

Mr. EDE, Ronald Hao Xi

Ms. LAM Ming Yee Joan
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Mr. CHEN Shaojun (resigned on 16 February 2022)
Mr. WU Weixian (appointed on 16 February 2022)
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Mr. LO Tung Sing Tony (Chairman)
Mr. EDE, Ronald Hao Xi
Ms. LAM Ming Yee Joan

REMUNERATION COMMITTEE

Mr. EDE, Ronald Hao Xi (Chairman)
Ms. LI Kei Ling

Mr. LO Tung Sing Tony

Ms. LAM Ming Yee Joan

NOMINATION COMMITTEE

Ms. LI Kei Ling (Chairman)
Mr. LO Tung Sing Tony
Mr. EDE, Ronald Hao Xi
Ms. LAM Ming Yee Joan
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Corporate Information
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Cayman Islands
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Group Structure

REBEREE

As at 31 December 2021 RZZT=_—F+=-A=+—H

(RASESTMAIONERAT)
Listed on the Main Board of SEHK (Stock Co
EBHRZ PR LT (REHRIE - 234

Dawnrays Pharmaceutical (Holdings) Ltd.

RimBA(ER)BR QA

(incorporated in the Cayman Islands with limited liability)

de: 2348)
8)

—

100%

v

100%
v

Dawnrays International Co., Ltd.
RinBIFRAR AR

(incorporated in the British Virgin Islands with limited liability)
(RRBERAESEMAIZNERARRF])

R

Dawnrays Biotechnology Capital (Asia) Ltd.

\

IR EEREIMNER AT

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

Dawnrays International Company Limited
RIGBIFRR D AR A A
(incorporated in Hong Kong with limited liability)
(REBTMEZHBRAT)

AD Pharmaceuticals Co., Ltd.
R 5 (ER)EEER AR

35% 100% 100% 100%

A

95% 100%

Su Zhou Xinshen Dawnrays (Nar]tong) )
Pha(maceutlca\ Pharmaceutlca\ Dawnrays Pharma Fujian Dawnrays
Science and Science and (Hong Kong) Ltd Pharmaceutical
’ Co., Ltd.
Co., Ltd.” Co., Ltd. = R R I B
P TR EE ARAE e
HEARAT R ERAR

Technology Technology BT (EE)

* The original name was Su Zhou Dawnrays Pharmaceutical Science and
Technology Co., Ltd. which was a wholly owned subsidiary of the Group. It
was renamed as Su Zhou Xinshen Pharmaceutical Science and Technology
Co., Ltd. after the Group disposed 65% interest to third party in July 2021.

# Dawnrays International Company Limited entered into a joint venture contract
in December 2020 with Xiangbei Welman Pharmaceutical Co., Ltd. which will
hold 5% shares of Lanzhou Dawnrays Pharmaceutical Co., Ltd. Its first lot of
capital was received in March 2021.
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Guangzhou PharmaRays
Science and Technology
Co., Ltd.
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Dear SHAREHOLDERS,

On behalf of the board (the “Board”) of the directors (the “Directors”) of
Dawnrays Pharmaceutical (Holdings) Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”). I'm pleased to present
the results of the Group for the year ended 31 December 2021
(the“reporting period”).

GROUP RESULTS

The Group recorded revenue of approximately RMB1,165,155,000 for the
year ended 31 December 2021 (2020: RMB1,024,270,000), representing
an increase of 13.8% as compared to 2020. Profit attributable to owners
of the parent was approximately RMB358,175,000 (2020:
RMB268,130,000), representing an increase of 33.6% compared with
2020.

Profit attributable to owners of the parent included the investment gain of
RMB99,069,000 on the disposal of 65% equity interest in Su Zhou
Dawnrays Pharmaceutical Science and Technology Co., Ltd. by the
Group; loss of RMB29,561,000 on the disposal of assets by Dawnrays
(Nantong) Pharmaceutical Science and Technology Co., Ltd.; share of
losses from an associate, AD Pharmaceuticals Co., Ltd., RMB46,418,000
(2020: RMB18,771,000). Excluding the above factors, operating profit was
RMB335,085,000 (2020: RMB286,901,000), representing an increase of
16.8% as compared with 2020.

The revenue and operating profit increase were mainly due to a significant
increase in the sales volume of products of the Group for which bids were
won in the national centralized procurement of drugs (collectively referred
to as “Centralized Procurement of Drugs”), namely Amlodipine Besylate
Tablets (5mg), Atorvastatin Calcium Tablets (10mg), Entecavir Dispersible
Tablets (0.5mg), Levocetirizine Dihydrochloride Tablets (5mg) and other
specific medicines as compared with 2020.

Chairman’s Statement
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Chairman’s Statement
FEHRE
FINAL DIVIDEND

The Board recommends the payment of a final dividend of HK$0.065 per
share for the year ended 31 December 2021 (2020: HK$0.05), amounting
to the total sum of approximately HK$97,392,000 (2020: HK$74,813,000)
(equivalent to approximately RMB79,355,000 (2020: RMB62,655,000)), to
the shareholders whose names appeared in the register of members as of
Monday, 6 June 2022 subject to the approval of the shareholders at the
forthcoming 2022 Annual General Meeting (the “2022 AGM”).

Taking into consideration the interim dividend of HK$0.015 per share paid
on 5 October 2021 together with, the recommended payment of final
dividend of HK$0.065 per share, the total annual dividend distributed for
the year will be HK$0.08 per share. The annual dividend payout ratio will
be approximately 27.3%, representing a year-on-year decrease of 3.6
percentage points.

BUSINESS REVIEW

During the reporting period, the pandemic was still raging. Omicron spread
all over the world. Imported cases and local cases also occurred
sporadically in many parts of China. Whenever a case was found in a
region, epidemic prevention control and region-wide testing measures
must be implemented. This did not have a significant impact on the
production and operation of the Company but still had a certain impact on
the construction progress of two indirectly owned subsidiaries, Lanzhou
Dawnrays Pharmaceutical Co., Ltd. (“Lanzhou Dawnrays”) Project and
Suzhou Dawnrays Pharmaceutical Co., Ltd. (“Suzhou Dawnrays
Pharmaceutical”) Shanfeng Road Project. With efforts for acceleration, the
construction of the new factories in both places was nearing completion.
The projects were expected to carry out verification and put into operation
in 2022.
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During the reporting period, due to the continuous impact of Centralized
Procurement of Drugs in respect of which the bids were won in the Centralized
Procurement of Drugs, the sales volume of specific medicines of the Group
further increased considerably year on year. A bid was won for the An series
of Amlodipine Besylate Tablets (“Anneizhen (%2 N &)”) of Suzhou Dawnrays
Pharmaceutical, leading to the significant year-on-year increase in the sales
volume. In addition, there was a year-on-year increase in the sales volume of
the same series of Losartan Potassium and Hydrochlorothiazide Tablets
(“Anneixi (% I E)”). The sales volume of Entecavir Dispersible Tablets also
increased. The sales volume of Atorvastatin Calcium Tablets of Fujian
Dawnrays rose as compared with the previous year.

In addition to the government’s continuous strict control over the clinical
use of antibiotics, there was a year-on-year decrease in domestic and
export sales of cephalosporin intermediates, bulk medicines, powder for
injection and oral preparations of the Group during the reporting period
due to the flare-ups of COVID-19 in the world.

During the reporting period, Phase Ill and Phase | clinical work was carried
out respectively for clinical trials for Class | new drug registration of
monoclonal antibody agent ebronucimab (PCSK9 monoclonal antibody)
(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 developed by AD
Pharmaceuticals Co., Ltd. (“AD Pharmaceuticals”), a joint venture
enterprise established by the Group. According to the information of
clinical trial research and the project progress known to the Group, the
Group remains cautiously optimistic about the investment prospect.

In addition, in order to facilitate the Group’s technological innovation in the
research and development of preparation products, especially specific
medicines, Nanjing PharmaRays Science and Technology Co., Ltd.
(“Nanjing PharmaRays”), a joint venture established by the Group and
several medical experts carried out various research and development
projects, 4 of which were carried out by Nanjing PharmaRays under the
engagement by the Group.

Chairman’s Statement
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Chairman’s Statement

ERRE

During the Reporting Period, the research and development department of
the Group actively accelerated and advanced the consistency evaluation of
the quality and efficacy of generic drugs for certain selected and promising
oral solid dosage forms and cephalosporin series of products. According
to the “14th Five-Year Plan for Medical Insurance System with Universal
Coverage”, there will be 500 varieties of drugs in the national and provincial
centralized procurement of drugs in 2025, and the consistency evaluation
of drugs will be beneficial to including the drugs in the national centralized
procurement activities in the future. In terms of research and development
of new products, in addition to self-research projects, during the reporting
period, the Group and Nanjing Han Xin Pharmaceutical Technology Co.,
Ltd. (F9 5% R 28 R A R A a)) entered into a product cooperation
agreement for joint research and development of 5 products. For details,
see the announcement of the Company published on the website of the
Stock Exchange on 23 September 2021. Without significant changes, the
Group will launch several new products in different treatment fields in the
next few years.

As previously disclosed by the Company, due to land replotting
requirements of the local government of the place where the enterprise is
located or the land environment replanning requirements of the local
government and in consideration of the long-term development strategy of
the Company, the production workshop of Suzhou Dawnrays
Pharmaceutical will be relocated from the factory on Tianling Road to the
new factory on Shanfeng Road, and the office building will be relocated to
the factory on Minfeng Road. As the new factory on Shanfeng Road was
about to be completed, the production function of Su Zhou Dawnrays
Pharmaceutical Science and Technology Co., Ltd. (“Su Zhou Dawnrays
Pharma Sci-Tech”), an indirect wholly-owned subsidiary of the Company,
was integrated into the new factory, and the Group disposed of a 65%
equity interest and the remaining 35% equity interest in Su Zhou Dawnrays
Pharma Sci-Tech to independent third parties on 30 July 2021 and 26
January 2022 respectively. For details, see the announcements of the
Company published on the website of the Stock Exchange on 30 July
2021 and 26 January 2022. The new factory of Lanzhou Dawnrays in
Chemical Industry Park, Lanzhou New District will also be completed and
is expected to be put into operation in 2022. The management of the
Group is carrying out close follow-up and enhancing management to
reduce the operating risks from the relocation. Dawnrays (Nantong)
Pharmaceutical Science and Technology Co., Ltd.(“Dawnrays Nantong”),
an indirect wholly-owned subsidiary of the Company, suspended the
production in January 2021, and the main activities of the company were
handling factory relocation and general corporate administrative matters
during the reporting period.
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OUTLOOK

In 2021, despite an increase in the cost of construction projects and
production costs due to a continuous rise in the prices of raw and auxiliary
materials, energy, building materials, freight and other resources, the
Group continued to invest a large amount of funds to build new factories,
mainly for facilitating the construction of more automated new factories,
optimizing the process technology and production facilities for
intermediates and bulk medicines, expanding its production capacity and
product mix to enhance its competitiveness in domestic sales and export
of bulk medicines, and creating cost and quality advantages for its
downstream products, and giving full play to the role of the enterprise in
the integration of bulk medicines and preparations, and reducing
production costs. Meanwhile, energy-saving and emission-reduction
facilities will be used in constructing the new factory, to support the
environmental protection policy and the goal of carbon peaking by 2030,
thus achieving the sustainable development of the Group.

With steady financial resources, the Group as a pharmaceutical
manufacturer will increase its research and development investment. With
the implementation of the drug marketing authorization holder system and
the prevalence of the contract development manufacturing organization
(“*CDMOQ”), the Group will also search for suitable varieties to enrich its
product mix and explore more products in different therapeutic areas,
especially chronic diseases and children’s drugs, so as to meet the market
demand arising from the aging population and the government policy to

encourage childbirth in China.

In addition, under the guidance of government policies, the development
of the industry will be more standardized and centralized, with competition
for the survival of the fittest, and the increased competition among
enterprises. The Group’s sales team closely monitors the market
conditions, and actively plans for winning bids in the future national
centralized procurement of drugs, in addition to changing the corporate
marketing system in a timely manner and tapping into the terminal market
to broaden the product coverage. The purchase by more hospitals of the
products for which the bids are won will make more patients know the
products of the Group, thus improving the brand of Dawnrays
Pharmaceutical. This facilitates the international development of the Group

in the long run.
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Chairman’s Statement

ERRE

With the completion of the new factory of Suzhou Dawnrays
Pharmaceutical on Shanfeng Road and the completion and operation
of the Lanzhou Dawnrays project, Mr. Wu Weixian (= {& & 5t ), newly-
appointed chief executive officer, will fully implement the development
strategy of the Company, lead Dawnrays Pharmaceutical to open a new
chapter and continue to contribute to human health. This will contribute to
the sustainable development of the Group and bring long-term value to
shareholders.

APPRECIATION

I would like to take this opportunity to express my heartfelt thanks to the
shareholders, directors of the Company, partners, managers and
employees of the Group for their support and contributions in businesses
in the past year.

By Order of the Board

Li Kei Ling

Chairman

Hong Kong, 25 March 2022
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Management Discussion and Analysis

REVIEW OF OPERATIONS

During the review period, with the normal management of the COVID-19
outbreak in China, the economy of China recovered and the
pharmaceutical market was stable with movement in a positive direction.
There was a significant increase in the sales of the Group’s four products
for which bids were won in the national centralized procurement, thus
driving the continuous growth in the second and third terminal markets.
There was an increase of 19.6% and 14.4% in the sales volume and sales
of anti-hypertensive drug in “An” (%) series medicines of the Group as
compared with the same period of 2020 respectively. There was a year-
on-year increase of 37.5% and 47.4% respectively in the sales volume and
sales of Fujian Dawnrays series products which are mainly used for treating
hyperlipidemia. The sales volume and sales of Entecavir Dispersible
Tablets, an anti-HBV drug increased by 49.6% and 8.1% year on year

respectively.

The COVID-19 outbreak mainly caused an impact on the sales volume of
the Group’s antibiotic series products. There was a decrease of 1.5% in
the sales volume of cephalosporin for oral when compared with the same
period of 2020. The sales volume of cephalosporin intermediates and bulk
medicines, compared with the same period of 2020 decreased by 24.2%.
The sales volume and sales of powder for injections was increased of
34.1% and 42.9% compared with the same period of 2020 respectively.

During the period, in the face of the challenge of rapid increase in
production, the Group actively guaranteed the supply of the products for
which bids were won in the national centralized procurement. In response
to the rapid changes in the market, the marketing management personnel
appropriately adjusted the Group’s product marketing ideas and sales
strategies and strengthened the allocation of resources to explore new
markets. Meanwhile, the Group made market development arrangements
for new products, and strove to achieve reasonable growth in the sales of
its drugs in 2022, so as to contribute to the profit of the Group.
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Management Discussion and Analysis

EEEWROWN

ANTI-HYPERTENSIVE PRODUCTS

The Group has advantages in anti-hypertensive series of products.
Through more than 20 years of deep engagement of the Group in the
pharmaceutical market, the series of products had a good brand
reputation among doctors and patients with hypertension. Based on the
Group’s integration of the survey data of market research institutions,
“Anneizhen” (Z W E) was ranked in the leading position among similar
products on the second and third market terminals in many cities and
provinces in terms of sales, and gained considerable market shares.
Moreover, another anti-hypertensive drug “Anneixi” (% W E) (Losartan
Potassium and Hydrochlorothiazide Tablets) of the Group was ranked
among the top domestic brands in terms of sales and became the Group’s
second star product for anti-hypertension. The sales of the series of
products were RMB520,414,000 in 2021 (2020: RMB455,054,000),
accounting for 44.7% of the sales of the Group. In the future, the Group’s
marketing management team will focus more on brand planning, channel
building, price adjustment and academic promotion of the “An” (%) series
products, strengthen the access design of products for different markets
by closely following up national policies related to chronic disease

management, and further explore the new market.

ANTI-HYPERLIPIDEMIC PRODUCTS

Anti-hyperlipidemic products are products newly developed by the Group.
During the period, with the centralized procurement in alliance member
regions, there was a continuous increase in the sales of Fujian Dawnrays’s
Atorvastatin Calcium Tablets. The sales of the anti-hyperlipidemic products
were RMB255,059,000 (2020: RMB170,208,000), accounting for 21.9%
of the sales of the Group. The Group ranked in leading position in the sales
market in China in terms of such sales.

ANTIVIRAL PRODUCTS

The antiviral products are covered by the traditional treatment sector of the
Group. There was a steady increase in the domestic market share of
Entecavir Dispersible Tablets of the Group with the “unique cyclodextrin
inclusion technology”. During the period, the sales of the products in China
were RMB90,503,000 (2020: RMB83,714,000), accounting for 7.8% of
the sales of the Group, which was better than expectations, due to winning
the bid for centralized procurement of drugs in national alliance member
regions. The Group ranked in leading position in the sales market in China

in terms of such sales.
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Management Discussion and Analysis

PRODUCTS FOR GOUT TREATMENT

In order to enrich the Group’s product line, on 24 December 2020, Suzhou
Dawnrays Pharmaceutical Co., Ltd., a subsidiary of the Group, signed a
marketing authorization holder agreement with Nanjing Haina Medical and
Pharmaceutical Technology Company Limited (/&40 8 Z R A
R A 7dl), an independent third party, with regard to the transfer of the
marketing authorization holder of Febuxostat tablets (40mg, 80mg) for
gout treatment and bulk medicines for gout treatment. On 2 February
2021, Nanjing Haina Medical and Pharmaceutical Technology Company
Limited (78 58 4128 28R 10 B IR 2 7)) obtained the drug registration
certificates for Febuxostat Tablets (40mg, 80mg). The change of the
marketing authorization holder to Suzhou Dawnrays Pharmaceutical Co.,
Ltd. was approved on 6 May 2021. During the period, the product was
marketed. The product will bring a new source of profit for the Group in
the future.

INTERMEDIATES AND BULK MEDICINES

During the period, related review and filing work for bulk medicines was
actively carried out by the Group to further increase the market share.
During the review period, the Group allocated resources and actively
promoted the construction of Lanzhou Dawnrays bulk medicines
production base and Suzhou Dawnrays Pharmaceutical Co., Ltd.
relocation project, thus laying a solid foundation for the future production
of bulk medicines and intermediates.

PRODUCT RESEARCH AND DEVELOPMENT

In addition to its research and development center, the Group and third
parties jointly established Nanjing PharmaRays Science and Technology
Co., Ltd. which is controlled by the Group, thus forming a pattern of dual
research and development centers. Nanjing PharmaRays is an
independent research and development company specializing in using
new technologies of drug delivery systems for developing new drug
products. Currently engaged in the research and development of generic
drugs and new drugs. In addition, the Group cooperated with various
domestic scientific research institutions to develop new drugs.
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Management Discussion and Analysis

EEEWROWN

Apart from the description in the following section of “NEW PRODUCTS
AND PATENT LICENSING”, the Group’s ongoing projects cover the
therapeutic areas of the circulatory system, digestive system, endocrine
system, ophthalmology, dermatology, pediatrics, orthopedics, gynecology,
antiviral drugs, etc., and involve bio-pharmaceuticals, polypeptide drugs,
chemical pharmaceuticals, etc. The Group will continue investing more
resources in research and development and innovation of production
technology and products, and seek various scientific research cooperation
opportunities so as to optimize our product mix and profitability foundation.

CONSISTENCY EVALUATION

As at 31 December 2021, according to statistics by product specification,
the Group conducted quality and efficacy research into 31 varieties, with
the applications for 9 varieties (Entecavir Dispersible Tablets (0.5mg),
Amlodipine Besylate Tablets (5mg), Amlodipine Besylate Tablets (2.5mg),
Levocetirizine Dihydrochloride Tablets (5mg), Cetirizine Hydrochloride
Tablets (10mg), Metformin Hydrochloride Tablet (250mg), Azithromycin
Tablets (250mg), Clarithromycin Tablets (250mg) and Telmisartan Tablets
(80mgq)) approved. The applications for consistency evaluation for 8
varieties have been submitted to the Center for Drug Evaluation, NMPA.
Moreover, pharmaceutical research into 14 of such varieties is ongoing.

COST REDUCTION AND EFFICIENCY IMPROVEMENT
During the period, the Group continued to carry out energy conservation,
emission reduction and cost reduction and efficiency enhancement
activities of all employees. With the full utilization of the production
capacity, production costs continuously decreased, which made an
important contribution to increasing the Group’s profitability.

OTHER MATTERS

During the period, the Group continued improving production, product
quality, human resources, internal audit etc., and endeavored to enhance
the risk control capability and improve the operating level of various
systems, in an attempt to maintain the Group’s sustainable development in

the fierce business competition environment.
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Management Discussion and Analysis

PRODUCTION AND SALES

For the year ended 31 December 2021, there was a decrease of 41.5% in
the production volume and 24.2% in the sales volume of intermediates and
bulk medicines of the Group, as compared with 2020. There was a
decrease of 6.6% in the production volume and an increase of 34.1% in
the sales volume of cephalosporin powder for injection, as compared with
last year. The decreases in the production and sales volumes of
intermediates and bulk medicines were mainly due to the impact of the
COVID-19 outbreak, while the increase in the sales volume of powder for
injection was due to winning the bid for compound cefoperazone in certain
provinces. There was an increase of 22.2% in the production volume and
a rise of 27.9% in the sales volume of solid-dosage-forms as compared
with the same period of last year. In terms of international business, the
Group’s sales in overseas markets declined due to the COVID-19 outbreak
and Dawnrays Nantong discontinued production for relocation. The sales

of overseas markets accounted for 5.4% of the total sales of the Group.

NEW PRODUCTS AND PATENT LICENSING

In 2021, the Group applied to the Center for Drug Evaluation, CFDA for the
registration of a total of 15 varieties, with supplementary applications
(consistency evaluation) for 7 varieties, supplementary applications for 2
varieties, and registration application for 2 bulk medicines, and 4 Class 4
chemical medicines. In 2021, the Group obtained 2 drug production
approvals, 3 consistency evaluation approvals and 2 supplementary

application approvals.

In 2021, the Group obtained a total of 2 invention patent certificates and

15 utility model patent certificates.
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EEENWR DT

HONORS AWARDED TO THE GROUP IN THE SECOND CECFTYEERTAEEZRE
HALF OF 2021
Time of Awards Honors R wE
October 2021 —  Fujian Dawnrays Pharmaceutical Co., Ltd. was ZEZ—F+AHA — RERhREFRQAE
awarded the honorary plaque of “thank you for the PHEBEHTZ BHTA
joint fight against the epidemic (& /L& « Ré & RBFETH [ROLE
B &) by the CPC Committee of Putian and the R BEE] RBRE o
Municipal People’s Government of Putian.
—  Suzhou Dawnrays Pharmaceutical Co., Ltd. was - BHMNRREEERAR R
granted the title of “Excellent Anti-Hypertensive wEiEaaFs (ZRE)]
Product Brand” by the China Pharmaceutical BEHRECEITEHERT
Industry Association, for “Amlodipine Besylate # [ P& I ER AR (B S5 2 fh am b
Tablets (Anneizhen (Z N H)).” R
—  Suzhou Dawnrays Pharmaceutical Co., Ltd. was - HBMNERmRBEFRAAE
recognized as the “Trustworthy Enterprise in [BMmTEREEFERE]
Suzhou” (2019-2020). (2019-2020F [F) °
November 2021 —  Suzhou Dawnrays Pharmaceutical Co., Ltd. was —E-—F+—F — BMNEREEFRQFE
granted the title of an excellent brand by Jiangsu mIZRE|-[E55E]-
Provincial Pharmacy Association, for “Anneizhen [ZRE] - [FEAIH] &£E
(ZAREY, “Leiyide” (B H1F)", “Anneixi” (ENE) IEHEBEITERGES
and “Xikexin (75 A] #7).” g o
December 2021 —  Fujian Dawnrays Pharmaceutical Co., Ltd. was —E-—F+-f — RERREEERARE
granted the title of “Advanced Organization in the BR#r e RAEEE
city-wide statistical investigation 2020-2021” by ¥ &) [2020-2021 F & &
the Putian Investigation Team of the National MR ATIELESE
Bureau of Statistics (Bl R #5275 HFAEEK). Bl o
—  Suzhou Dawnrays Pharmaceutical Co., Ltd. was —  EMEmREERARE
recognized as “Trustworthy Enterprise in Jiangsu I#ETEREEAD
Province” (2019-2020). % (20192020 &) °
—  Suzhou Dawnrays Pharmaceutical Co., Ltd. was —  EMNEIRREFRAAE
granted the honor of “Trustworthy and Excellent BRON T R R (@ BEA R (LT T
Organization” (2020-2021) by the Medicine, (e[ BEEFENM]
Equipment, Health Products and Cosmetics (20202021 F[F) 482

Industry Association of Wuzhong District, Suzhou
(BT R EEMRICITERS).

January 2022 —  Fujian Dawnrays Pharmaceutical Co., Ltd. was —E-ooFE—f — RBEERREAEREATE
granted the “First Prize for Enterprises with RHZHEE  SHEA
Outstanding Economic Contribution in 2021” by RIFTHEZEH [2021 £F
the CPC Committee of Licheng District and the THREBER O —%
People’s Government of Licheng District. # | o
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Management Discussion and Analysis

FINANCIAL REVIEW

SALES AND GROSS PROFIT

For the year ended 31 December 2021, the Group recorded a turnover of
approximately RMB1,165,155,000, increased by RMB140,885,000 or
13.8% compared with last year, of which the turnover of intermediates and
bulk medicines was RMB156,003,000, decreased by RMB44,211,000 or
22.1% compared with last year. The turnover of finished drugs was
RMB1,009,152,000, increased by RMB185,096,000 or 22.5% compared
with last year. The decrease in the sales of intermediates and bulk
medicines was mainly due to the impact of the COVID-19 outbreak and
the decrease in the intermediates business volume as a result of the
relocation of Dawnrays Nantong. The increase in the sales of finished
drugs was mainly due to winning the bids for four products of the Group in
the national centralized procurement of drugs, and the resulting in growth
of the second and third market terminals.

Sales amount of finished drugs, comprising system specific medicines,
powder for injection and tablets of cephalosporin and other oral solid-
dosage-form of antibiotics, reached approximately RMB1,009,152,000.
Taking into account of the total turnover, sales amount of finished drugs
was approximately 86.6%, increased by 6.1 percentage points compared
with last year. Sales amount of system specific medicines accounted for
95.3% of sales of finished drugs.

Gross profit was approximately RMB681,262,000, increased by
RMB130,617,000 compared with last year, representing an increase of
23.7%. Gross profit margin increased by approximately 4.7 percentage
points to 58.5% from 53.8% as in last year. Mainly due to the Group’s
production costs continuously decreased with the full utilization of

production capacity, the gross profit margin increased.
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Management Discussion and Analysis

EEBENmEDON

TABLE OF TURNOVER ANALYSIS EEBEON — RERED
PRODUCT TURNOVER SALES BREAKDOWN
Em HEH SHELL B
Percentage
(RMB’000)  (RMB'000)  (RMB’000) points
(AR%ETR) (ARETFT) (AREFT) (%) (%) changes
2021 2020 changes 2021 2020 BOE
:§:_$ —7—7$ ﬁq]g :§:_$ —7—7¢ ZEE
Intermediates and Bulk Medicines Fp [ 82 & [ 4} 24 156,003 200,214 -44.211 13.4 19.5 -6.1
Finished Drugs K 2 1,009,152 824,056 185,096 86.6 80.5 6.1
Overall fab 1,165,155 1,024,270 140,885 100.0 100.0 -
EXPENSES ZH

During the year, the total expenses incurred were approximately
RMB331,400,000, representing an increase of RMB92,398,000 from
RMB239,002,000 in the previous year, and accounted for 28.4% of the
turnover (2020: 23.3%). Due to the COVID-19 normalization in China, the
Group resumed various sales and promotion activities and enhanced the
development of the second and third terminal markets. The selling
expenses increased by RMB54,458,000 as compared with last year, and
the selling expense ratio was approximate to that of 2019. The
administrative expenses increased by RMB8,185,000 as compared with
last year, mainly due to the increase in the administrative expenses of
Lanzhou Dawnrays and Nanjing PharmaRays. Finance expenses were
RMB641,000, representing a decrease of RMB4,187,000 as compared
with the previous year. Research and development expenses increased by
RMB9,084,000 as compared with the previous year. Other expenses
increased by RMB24,858,000 as compared with the previous year, mainly
increased the loss of RMB29,561,000 for the disposal of Dawnrays
Nantong assets.

SEGMENT PROFIT

For the year ended 31 December 2021, the segment profit from the
finished drugs segment was approximately RMB546,252,000, representing
an increase of RMB72,966,000 compared with RMB473,286,000 in 2020,
mainly due to increase in the sales of finished drugs. The intermediates
and bulk medicines had segment loss of RMB2,296,000 while it was
segment profit of RMB2,608,000 in 2020. The loss was mainly due to
decrease in intermediate business volume as result of the relocation of
Dawnrays Nantong.
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Management Discussion and Analysis

INTERESTS AND RIGHTS IN ASSOCIATE

During the year, AD Pharmaceuticals Co., Ltd. (“AD Pharmaceuticals”),
which is invested by Dawnrays Biotechnology Capital (Asia) Ltd.
(“Dawnrays Biotechnology”), a subsidiary of the Group, conducted Phase
Il clinical trial of monoclonal antibody agent AK102 for the treatment of
primary hypercholesterolemia and mixed hyperlipidemia and Phase |
clinical trial of monoclonal antibody agent AK109 for the treatment of
diseases including gastric cancer. Dawnrays Biotechnology invested a total
of RMB185,000,000. Due to the business operation and clinical
development of AD Pharmaceuticals and the development of the
industrialization base of China-Singapore Guangzhou Knowledge City in
Guangzhou, China, Dawnrays Biotechnology provided an unsecured
interest-bearing loan of RMB49,000,000 to AD Pharmaceuticals during the
period. For the year ended 31 December 2021, the R&D and administrative
expenses occurred by AD Pharmaceuticals totaled approximately
RMB132,623,000. As a result, in proportion to the investment percentage,
the Group shared an investment loss of approximately RMB46,418,000,
as compared with RMB18,771,000 in the same period of 2020.

PROFIT ATTRIBUTABLE TO OWNERS OF THE PARENT

For the year ended 31 December 2021, profit attributable to owners of the
parent amounted to approximately RMB358,175,000, representing an
increase of RMB90,045,000 or 33.6% compared with RMB268,130,000 in
last year. Of which included the gain on disposal of Su Zhou Dawnrays
Pharmaceutical Science and Technology Co., Ltd. RMB99,069,000 and
the loss of assets disposal of Dawnrays Nantong RMB29,561,000.

ANALYSIS ON THE RETURN ON ASSETS

As at 31 December 2021, net assets attributable to owners of the parent
were approximately RMB2,380,714,000. 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 15.0% (2020: 12.4%). The
current ratio and quick ratio was 2.17 and 1.88 respectively. Turnover days
for trade receivables were approximately 55 days. The turnover days for
trade receivables including bills receivables were 105 days. Turnover days
for inventory were approximately 167 days. The financial liquidity was
improved as compared with last year.
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Management Discussion and Analysis
EEENWR DT

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR
LOSS

As at 31 December 2021, the Group had financial assets at fair value
through profit or loss including:

(i) invested in certain Hong Kong public listed shares amounted
approximately RMB6,933,000 (31 December 2020: approximately
RMB5,962,000);

(i)  invested in financial bonds issued by China Development Bank
amounted approximately RMB40,463,000 (31 December 2020:
RMB30,174,000);

(i) purchased certain wealth management products (all were structured
deposits) of approximately RMB160,000,000 (31 December 2020:
RMB164,000,000) of floating interest rate principal-preservation type
with annual interest rate from 1.30% to 3.70% from 5 good credit
worth banks in China. The expected yield would be approximately
RMB788,000 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.

The above mentioned financial assets at fair value through profit or loss
amounted to approximately RMB208,184,000 (31 December 2020:
approximately RM201,192,000), representing approximately 6.2% (31
December 2020: 6.9%) of the total assets of the Group. For the year
ended 31 December 2021, the Group recorded net gain of approximately
RMB5,560,000 (2020: RMB11,741,000) on the financial assets at fair
value through profit or loss. The Board believes that the investment in
equity investments and financial assets can diversify the investment

portfolio of the Group and achieve a better return to the Group in future.
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Management Discussion and Analysis

LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2021, the Group had cash and bank balances
approximately RMB577,744,000 (as at 31 December 2020:
RMB730,986,000). During the year, the net cash inflows from operating
activities was approximately RMB393,139,000 (2020: RMB302,903,000).
Net cash outflows from investing activities was approximately
RMB284,202,000 (2020 net cash inflows: RMB26,447,000). Net cash
outflows from financing activities was approximately RMB129,754,000
(2020: RMB327,696,000).

As at 31 December 2021, the Group had aggregate bank facilities of
approximately RMB1,100,000,000 (as at 31 December 2020:
RMB1,300,000,000). As at 31 December 2021, the Group’s interest-
bearing bank and other borrowings was RMB21,013,000 (as at 31
December 2020: Nil), and the debt ratio (defined as sum of interest-bearing
bank borrowings over total assets) of the Group was 0.6% (as at 31
December 2020: Zero). The above mentioned bank and other borrowings’
interest rate were fixed ranging from 1.60% to 2.46%.

As at 31 December 2021, the Group had trade receivables of
approximately RMB180,017,000 (as at 31 December 2020:
RMB176,391,000), increased by 2.1% compared to 2020, mainly due to
the impact of increase of sales.

As at 31 December 2021, the inventory balance of the Group was
approximately RMB203,476,000 (as at 31 December 2020:
RMB246,028,000), representing a decrease of RMB42,552,000 as
compared with 2020. The decrease in inventory as at the end of the period
was mainly due to decrease of stock-up of intermediates.

As at 31 December 2021, the Group’s contracted but not provided for
plant and machinery capital commitments amounted to approximately
RMB239,908,000 (as at 31 December 2020: RMB252,523,000), which
was mainly related to Suzhou Dawnrays Pharmaceutical relocation
construction project and Lanzhou Dawnrays intermediates and bulk

medicines production base project.
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EEENWR DN
SUBSTANTIAL INVESTMENT

In 2021, Nanjing PharmaRays, a majority-owned subsidiary of the Group
and a research and development company, owned as to 65% by Suzhou
Dawnrays Pharmaceutical, had the registered capital of RMB50,000,000,
and Suzhou Dawnrays Pharmaceutical made a capital contribution of
RMB32,500,000, in accordance with the joint venture agreement. The
registered capital subscribed by the other two shareholders amounted to
RMB17,500,000, of which RMB16,500,000 was paid and RMB1,000,000
was not paid.

As a result of the urban planning adjustment of Wuzhong Economic and
Technological Development Zone by the Suzhou Municipal People’s
Government, Suzhou Dawnrays Pharmaceutical and the local government
signed a relocation compensation agreement on 20 December 2017. The
agreed relocation compensation amounted to approximately
RMB351,200,000. As at 31 December 2021, Suzhou Dawnrays
Pharmaceutical received the relocation compensation of
RMB175,595,000. The factory of Suzhou Dawnrays Pharmaceutical
located on Tianling Road in Wuzhong Economic and Technological
Development Zone will be relocated to Wusongjiang Chemical Industrial
Park in Wuzhong Economic and Technological Development Zone. The
planned investment in the project was RMB402,000,000. The construction
of the project is nearing completion and is expected to be completed and
put into operation in 2022. During the year, Dawnrays International made
an additional capital contribution of US$17,500,000 to Suzhou Dawnrays
Pharmaceutical.

As a result of the planning adjustment of Yangkou Chemical Industrial Park
by the Rudong County People’s Government of Nantong City, Dawnrays
Nantong, a subsidiary of the Group, signed a relocation compensation
agreement with the local government on 30 December 2020, and the
compensation was RMB82,433,000. As at 31 December 2021, Dawnrays
Nantong received the compensation of RMB25,880,000. The demolition of

the factory of the company was nearing completion.
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Management Discussion and Analysis

Lanzhou Dawnrays Pharmaceutical Co., Ltd., the intermediates and bulk
medicines production base of the Group, was established on 30 December
2019 with a registered capital of US$50,000,000, 95% of which was
contributed by the Group and 5% by Xiangbei Welman Pharmaceutical
Co., Ltd. (Mt B S R ERT D B R A 7). The project land area was 250
mu. As at the end of December 2021, the registered capital invested in
total was US$30,000,000. 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 planned investment in the project was RMB430,000,000. The
construction of the project is nearing completion and is expected to be
completed and put into operation in 2022.

During the year, to streamline the structure of the Group, the dissolution of
Cinmed (Hong Kong) Investment Limited, a subsidiary of the Group’s
subsidiary Top Field Limited was approved on 11 February 2021.
Deregistration of Cinmed Medical Equipment (Putian) Co., Ltd., a
subsidiary of Fujian Dawnrays Pharmaceutical Co., Ltd. was approved on
1 February 2021. The goodwill arising from the acquisition of Top Field
Limited and its subsidiary Fujian Dawnrays (“Fujian Dawnrays Goodwill”)
amounted to RMB241,158,000. The Group is required to check, at each
reporting period end, whether the recoverable amount based on the value
in use of the cash-generating unit of Fujian Dawnrays exceeds the carrying
value at 31 December 2021. After an assessment, the Group believes that
there were no indications of impairment on Fujian Dawnrays Goodwill as at
31 December 2021.

Save as disclosed above and the disposal of 65% interest of Su Zhou
Dawnrays Pharma Sci-Tech disclosed in the Company’s announcement
dated 30 July 2021, there were no significant external investments,
material acquisitions or disposal of subsidiaries and associated companies
by the Group during the year.
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EEENWR DN
FOREIGN EXCHANGE AND TREASURY POLICIES

As at year ended 31 December 2021, the Group recorded an exchange
gain of RMB997,000 (2020: loss of RMB1,476,000). The Group’s
substantial business activities, assets and liabilities are denominated in
Renminbi, so the risk derived from the foreign exchange to the Group is
not high. The treasury policy of the Group is to manage any risk of foreign
exchange or interest rate (if any) only if it will potentially impose a significant
impact on the Group. The Group continues to observe the foreign
exchange and interest rate market, and may hedge against foreign
currency risk with foreign exchange forward contracts and interest rate risk
with interest rate swap contracts if necessary.

STAFF AND REMUNERATION POLICY

As at 31 December 2021, the Group employed approximately 1,065
(2020: 1,090) employees and the total remuneration was approximately
RMB172,023,000 (2020: RMB156,313,000). The total remuneration
increased mainly due to salary increment and the severance fee for lay off
certain Su Zhou Dawnrays Pharma Sci-Tech and Dawnrays Nantong
employees. The Group regards human resources as the most valuable
assets and truly understands the importance of attracting and retaining
high-performance employees. The remuneration policy is generally based
on the references of market salary index and individual qualifications. The
Group provides its employees with other fringe benefits, including defined
contribution retirement schemes, share option scheme and medical
coverage. The Group also offers some of its employees stationed in the
PRC with dormitory accommodation.

CHARGES ON ASSETS

As at 31 December 2021, the Group had not pledged any assets to banks
to secure credit facilities granted to its subsidiaries (as at 31 December
2020: Nil).

CONTINGENT LIABILITIES

As at 31 December 2021, the Group had no material contingent liabilities.
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Management Discussion and Analysis

EVENTS AFTER THE REPORTING PERIOD

On 26 January 2022, the Group and Suzhou Rongxin Construction
Development Co., Ltd. entered into an agreement, pursuant to which the
company sold 35% of equity interest in Su Zhou Xinshen Pharmaceutical
Science and Technology Co., Ltd. (formerly known as Su Zhou Dawnrays
Pharmaceutical Science and Technology Co., Ltd.), further details of which

were set out in the Company’s announcement dated 26 January 2022.

On February 2022, Mr. Chen Shaojun has resigned from his position as an
executive director and the chief executive officer of the Company as well
as other directorships and general manager at the subsidiary or associated
company level of the Company. Mr. Wu Weixian has been appointed to
act as the chief executive officer of the Company with effect from 16
February 2022.

PLANS FOR SIGNIFICANT INVESTMENTS AND EXPECTED
SOURCE OF FUNDING

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

The Group has sufficient financial and internal resources to pay the capital
commitments, capital expenditure for relocation plans, investment projects
and increased registered share capital described above. However, it is still
possible to pay the above capital expenditure commitments with bank
loans or internal resources of the Group.

SEGMENT INFORMATION

An analysis of the Group’s segment information for the year ended 31
December 2021 is set out in note 3 to the financial statements.
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Corporate Governance Report
CEERRE

The board of Directors (the “Board”) of Dawnrays Pharmaceutical
(Holdings) Limited (the “Company”) believes that corporate governance is
essential to the success of the Company and its subsidiaries (collectively
referred to as the “Group”). Good corporate governance can safeguard the
interests of all shareholders and enhance corporate value. Therefore, the
Board has adopted various measures to ensure that a high standard of
corporate governance is maintained.

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 (the “Listing Rules”) on The Stock
Exchange of Hong Kong Ltd. (the “Stock Exchange”) for the year ended
31 December 2021.

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 Company confirms that all the Directors have complied
with the required standard set out in the Model Code, throughout the
accounting period covered by the 2021 annual report.

THE BOARD

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

No corporate governance committee has been established and so the
Board is responsible for performing the corporate governance functions
such as developing and reviewing the Company’s policies, practices on
corporate governance, training and continuous professional development
of Directors and senior management, developing, reviewing and monitoring
the code of conduct to employees and Directors such as inside information
disclosure regulations and assuring the Company’s policies and practices
on compliance with legal and regulatory requirements, etc.
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The Board held 14 board meetings including 6 regular meetings and 8 ad-
hoc meetings during the year ended 31 December 2021. The regular
board meetings were to consider, among other things, reviewing and
approving the interim and annual results of the Group, overall group
strategy, annual budgets, approval of major capital transactions and other
significant operational and financial matters. The ad-hoc meetings were
convened when circumstance required such as approving a loan to
associate company, cancellation of repurchased shares, grant options to
employees, capital expenses for construction or purchasing production
facilities, set up of research and development project and etc.

Details of the attendance of Directors at board meetings, annual general
meeting of the Company (the “AGM”) and other three board committees’
meetings (the Audit Committee, the Nomination Committee and the
Remuneration Committee) during the year 2021 are set out in the following
table:
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Audit Nomination Remuneration

Board AGM Committee Committee Committee
Name of Directors EEER EEZe RRBEARE ERZET REEEE FHZES
Executive Directors HiTEZE
Ms. Li Kei Ling (Chairman) EHB L+ (L) 14114 11 - 3/3 2/2
Mr. Hung Yung Lai RERNIE LA 14/14 11 - - -
Mr. Chen Shaojun BRAERE 10/14 11 - - -
Non-executive Director IFHiTEE
Mr. Leung Hong Man REREE 8/14 11 - - -
Independent Non-executive BYUHBTEE

Directors

Mr. Lo Tung Sing Tony BRI LA 9/14 M 4/4 3/3 2/2
Mr. EDE, Ronald Hao Xi EDE, Ronald Hao Xi %c4 7/14 11 4/4 3/3 2/2
Ms. Lam Ming Yee Joan MERER L 9/14 M 4/4 3/3 2/2

ANNUAL REPORT 2021 —Z==—4 &% 27



Corporate Governance Report

ANy
ERERHME

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

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

If a substantial shareholder or a Director has a conflict of interest in a
matter to be considered by the Board which the Board had determined to
be material, the matter will be dealt with by holding a board meeting with
the presence of disinterested Independent Non-executive Directors or a
meeting of a board committee set up for that purpose pursuant to a
resolution passed in a board meeting.

BOARD COMPQOSITION

The Board currently comprises six Directors, of whom two are Executive
Directors, one is Non-executive Director and three are Independent Non-
executive Directors. The composition meets the requirement of the Listing
Rules for the Board to have at least one-third in number of its members
comprising Independent Non-executive Directors. The three Independent
Non-executive Directors are persons of high caliber, with academic and
professional qualifications in the fields of accounting and business
management respectively. With their experience gained from senior
positions held in other organizations, they provide strong support towards
the effective discharge of the duties and responsibilities of the Board. The
biographies of the Directors are set out in pages 44 to 47 to the 2021
annual report, which demonstrates the skills, expertise, experience and
qualifications of the Directors.
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The Company has received annual confirmation of independence from the
three Independent Non-executive Directors in accordance with Rule 3.13
of the Listing Rules. The Board has assessed their independence and
concluded that all the Independent Non-executive Directors are
independent within the definition of the Listing Rules.

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

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

DIRECTORS’ CONTINUOUS TRAINING AND DEVELOPMENT

Directors understand the importance of continuous professional
development and are willing to develop and refresh their knowledge and
skills. This is to ensure that their contribution into the Board remains

informed and relevant.

The Directors are committed to complying with the CG Code A.6.5 on
Directors’ training. All Directors had participated in continuous professional
development and provided a record of training they received for the year
ended 31 December 2021 to the Company.
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The individual training record of each Director received for the year ended
31 December 2021 is set out below:

Briefings and updates on
the listing rules, business,
operations, and corporate

governance matters

RNEBEZE_Z-_—F+_A=+—RILFE BEF

BERIEIZ EARREEINDT

Attending or participating
in seminars/conferences
relevant to the

management or business

BREALTRE - ¥5%  EER HESNSMEERES
Directors BE TEEREEZEHBRRERN EBERZEE 83
Ms. Li Kei Ling FHIK T v 4
Mr. Hung Yung Lai REEIIE SR A& v 4
Mr. Chen Shaojun AT SE v v
Mr. Leung Hong Man PEREAE v v/
Mr. Lo Tung Sing Tony BEBLE v v
Mr. EDE, Ronald Hao Xi EDE, Ronald Hao Xi 54 4 4
Ms. Lam Ming Yee Joan MEAELZ T v v
APPOINTMENTS AND ELECTION OF DIRECTORS EER{IREs

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

immediately followed their appointment.

Non-executive Directors are appointed for a fixed term of two years and
are subject to retirement by rotation and re-election by shareholders at
annual general meeting in accordance with the Company’s articles of

association (the “Articles”).

According to the Company’s Articles, at each annual general meeting,
one-third of the Directors for the time being (or, if their number is not a
multiple of three, the number nearest to but not less than one-third) shall
retire from office by rotation provided that every Director (including those
appointed for a specific term) shall be subject to retirement by rotation at
least once every three years at the annual general meeting. All retiring

Directors shall be eligible for re-election.

30 DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED SRER8I% (128R) AR A 7

HMEFEZRAAKREZESEE  BHRKREAZ
BERAESSHFHER FAREFSLTEMH
R ERIMEMAEEGZCHETARFARE
PEMERE AR ZIRAE LBEEEE -

FHRTEENREEREFHAME  XAREBELAR
AAMERAR(ASERANDRBRRBEFAE
LEHESRAYBEBIE

RBABERZAR  REERRBFAEL  EFA
B=n—MEF(ENEEWIF=NEE AL
BIBANIR=Z0—NEEABHARFEEE I
BRES(BEREREEEHEEZESR)EELE
FRBRRBFAG LRESE R - FEREE
MAEBEBMBRBEE-

ES



RESPONSIBILITIES OF DIRECTORS

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

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

objectives, and monitoring the reporting of performance.

SUPPLY OF AND ACCESS TO INFORMATION

The management has the obligation to supply the Board with monthly
updates and adequate information to enable it to make informed decisions
on matters placed before it. Where any Director requires more information
than is volunteered by the management, each Director has separate and
independent access to the Group’s management to make further enquires
if necessary. Where queries are raised by Directors, management will

respond as promptly and fully as possible.
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Under Code Provision of the CG Code A.2.1, the roles of the chairman (the
“Chairman”) and the chief executive officer (the “CEQ”) should be
separated and should not be performed by the same individual. The Board
has appointed Ms. Li Kei Ling as the Chairman. She has executive
responsibilities and provides leadership to the Board such as ensuring all
Directors are properly briefed on issues arising at board meetings and
received complete and reliable information in a timely manner so that the
Board works effectively and discharges its responsibilities. During 2021,
Mr. Chen Shaojun was the Executive Director and CEO of the Company.
Mr. Wu Weixian was appointed by the Company as CEO to succeed Mr.
Chen Shaojun with effect from 16 February 2022. CEO is delegated with
the authority and responsibility for managing the Group’s business
operation and implementing the development strategies. CEO will
periodically present the updated market situation, long term strategies and
objectives of the Group, quarterly results to the Board at the Board
meeting. Variances analysis between the actual performances and the
budget targets are explained in the meeting. This helps the Board to
monitor the Group’s business operations and to amend the targets when
required. In addition, CEO will also present the coming year budget
summary to the Board for approval at the Board meeting held in December
each year.

ACCOUNTABILITY AND AUDIT

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

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

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

The responsibilities of the auditors to the shareholders are set out in the
Independent Auditor’s Report on pages 68 to 74.
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RISK MANAGEMENT AND INTERNAL CONTROLS

The Board acknowledges its responsibility for overseeing the Group’s risk
management and internal control systems and reviewing their effectiveness
at least annually through the Audit Committee. The Audit Committee
assists the Board in fulfilling its oversight and corporate governance roles
in the Group’s financial, operational, compliance, risk management and
internal controls, and the resourcing of the finance and internal audit
functions.

The CEO and senior management of the Group is responsible for the
design, implementation and monitoring of the risk management and
internal control systems. Appropriate policies and controls have been set
and established to ensure that assets are safeguarded against improper
use or disposal, relevant rules and regulations are adhered to and
complied with, reliable financial and accounting records are maintained in
accordance with relevant accounting standards and regulatory reporting
requirements, and key risks that may impact on the Group’s performance
are appropriately identified and managed. However the systems and
internal controls can only provide reasonable and not absolute assurance
against material misstatement or loss, as they are designed to manage,
rather than eliminate the risk of failure to achieve business objectives.

The Group’s internal control system is designed to safeguard assets
against misappropriation and unauthorized disposition and to manage
operational risks. Of which including:

(1)  establishing written policies and work flow for major operations and
production cycles to ensure compliance with applicable laws,
regulations, and industry standards;

(2) clearly defined the authorities and key responsibilities of each
business and operational unit, having in place appropriate
segregation of duties and setting proper authorization levels to

ensure adequate checks and balances; and

(8)  rules and guidelines are set to control treasury activities, financial and
management reporting, human resources functions and computer

systems’ operations.
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The Group’s risk management framework includes the following elements:

(i) identify significant risks in the Group’s operation environment and
evaluate the impacts of those risks on the Group’s business;

(i)  develop necessary measures to mitigate, reduce or transfer such
risks; and

(i) monitor and review the effectiveness of such measures.

The Group has embedded its risk management systems into the core
operating practices of the business. On an ongoing basis, business and
operational units assess and identify their potential risks which may impact
on their ability to achieve their business objectives and/or those of the
Group. The head of each unit has to complete relevant risk and control
self-assessment questionnaires and confirm to the CEO that appropriate
internal control policies and procedures have been established and
properly complied with. CEO conducts review of the effectiveness of risk
management annually and presents report to the Audit Committee after

review.

In addition, the Board monitors and reviews the adequacy and
effectiveness of the internal control systems through a programme of
internal audit. The internal audit department is set up by the Company to
review the major operational and financial control of the Group in
compliance with the established processes and standards on a continuing
basis and aims to cover all major operations of the Group on a rotational
basis. The internal audit department reports directly to the Chairman of the
Board and the Audit Committee. The Audit Committee examines the
internal audit department’s review and opinions about operational
effectiveness of the Group’s internal control system and reports to the
Board.

During 2021, based on the internal audit report and the risk management
report presented by internal audit department and CEO respectively, the
Audit Committee and the Board were not aware of any areas of concern
that would have a material impact on the Group’s financial position or
results of operations and considered the risk management and internal
control systems to be generally effective and adequate including the
adequacy of resources, staff qualifications and experience, training
programs and budget of the accounting, internal audit and financial
reporting functions.
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INSIDE INFORMATION POLICY

The Company has established policy to ensure that inside information is
disseminated to the public in an equal and timely manner in accordance
with applicable laws and regulations. Access to inside information is at all
times confined to relevant senior management executed on “as needed”
basis, until proper disclosure or dissemination of inside information is made
in accordance with applicable laws and regulation. Relevant personnel and
other professional parties involved are reminded to preserve confidentiality
of the inside information until it is publicly disclosed.

DELEGATION BY THE BOARD

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

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

BOARD COMMITTEES

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

NOMINATION COMMITTEE

As at 31 December 2021, the nomination committee of the Company (the
“Nomination Committee”) had Ms. Li Kei Ling as the committee’s
chairman, and the three Independent Non-executive Directors, Mr. Lo
Tung Sing Tony, Mr. EDE, Ronald Hao Xi and Ms. Lam Ming Yee Joan as
the committee’s members. The Nomination Committee’s terms of
reference are summarized as follows:

(1)  to review the structure, size and composition (including the skill,
knowledge and experience) of the Board at least annually and make
recommendations on any proposed changes to the Board to
complement the Company’s corporate strategy;
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(2)  to identify individuals suitably qualified to become Board members
and to select or make recommendations to the Board on the
selection of individuals nominated for directorships;

(8) to assess the independence of Independent Non-executive Directors;
and

(4)  to make recommendations to the Board on the appointment or re-
appointment of Directors and succession planning for Directors, in
particular the chairman and the chief executive officer.

BOARD DIVERSITY POLICY

The Nomination Committee adopted a board diversity policy (the “Board
Diversity Policy”) which seeks to achieve board diversity through the
consideration of a number of factors, including but not limited to ethnicity,
working experience, professional skills, knowledge and length of service.
The Company believes that increasing diversity at the Board level is an
important part of achieving its strategic objectives and to attract and retain
the best people. Appointments to the Board shall be on merit, in the
context of the skills and experience the Board as a whole requires to be
effective, and against objective criteria and with due regard for the benefits
of diversity. There are many considerations that factor into the Nomination
Committee’s nomination process including legal requirements, best
practices, and skills required to complement the Board’s skill set and the
number of Directors needed to discharge the duties of the Board and its
Committees. But it will not set any restrictions like gender, age, cultural or
educational background when short listing candidates. The Company
believes that a truly diverse Board will include and make good use of
differences in the skills, regional and industry experience, background and
other qualities of Directors. The Nomination Committee shall review the
diversity of the Board at least annually taking into account the Group’s
business model and specific needs and shall monitor the implementation
of the Board Diversity Policy and, if appropriate, make recommendations
on proposed changes to the Board to complement the Company’s
corporate strategy. As at 31 December 2021, the composition of the
Board of the Company was as follows:
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NOMINATION POLICY

The Nomination Committee recommends candidates for nomination to the
Board, which approves the final choice of candidates. The Nomination
Committee was responsible to maintain the nomination policy of the
Company (the “Nomination Policy”) and review the same from time to time.
The objective of the Nomination Policy is to assist the Company in fuffilling
its duties and responsibilities as provided in its terms of reference. This
Nomination Policy sets out, inter alia, the selection criteria and the
evaluation procedures in nominating candidates to be appointed or
reappointed as Directors of the Company. The Nomination Committee
shall consider any and all candidates recommended as nominees for
Directors to the Committee by any Directors or Shareholders of the
Company in accordance with the Articles. The Nomination Committee may
also undertake its own search process for candidates and may retain the
services of professional search firms or other third parties to assist in
identifying and evaluating potential nominees. The Nomination Committee
shall endeavour to find individuals of high integrity who possess the
qualifications, qualities, skills, experience and independence (in case of
Independent Non-executive Directors) to effectively represent the best
interests of all Shareholders. Candidates will be selected for their ability to
exercise good judgment, and to provide practical insights and diverse
perspectives. The Nomination Committee may use any process it deems
appropriate for the purpose of evaluating candidates including personal
interviews, background checks, written submission by the candidates and
third party references. As far as practicable, nominees for each election or
appointment of Directors shall be evaluated using a substantially similar
process. The Nomination Committee believes that independence is an
important part of fulfilling the Directors’ duty to supervise the management
of the business and affairs of the Company. Non-executive Directors and
Executive Directors are required to disclose his/her competing businesses
to the Company. Cross-directorships in Hong Kong or overseas between
Directors are also reviewed annually. The Nomination Committee is
accountable for assessing whether any competing businesses or
interlocking directorships could materially interfere with the exercise of
objective and unfettered judgement by relevant Directors or their ability to
act in the best interests of the Group.

During the year 2021, the Nomination Committee had three meetings to
review the independence of Independent Non-executive Directors, the
renewal of Directors’ letter of appointment and the qualification of
candidate for re-election in the AGM.
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REMUNERATION COMMITTEE
As at 31 December 2021, the remuneration committee of the Company

(the “Remuneration Committee”) had Mr. EDE, Ronald Hao Xi, an

Independent Non-executive Director, as the committee’s chairman, Ms. Li

Kei Ling, and two Independent Non-executive Directors, Mr. Lo Tung Sing

Tony and Ms. Lam Ming Yee Joan as the committee’s members. The

Remuneration Committee’s terms of reference are summarized as follows:

(i)

(i)

(v)

to recommend to the Board on the Group’s policy and structure of
all Directors and senior management remuneration and on the
establishment of a formal and transparent procedure for developing

remuneration policy;

to determine with delegated responsibility from the Board, the
remuneration packages of individual Executive Directors and senior

management;

to review and approve compensation payable to Executive Directors
and senior management for any loss or termination of office or

appointment;

to review and approve compensation arrangements relating to
dismissal or removal of Directors for misconduct; and

to ensure that no Director or any of her/his associates is involved in

deciding her/his own remuneration.

The Group’s remuneration policy bases on the market practice, the

qualification, duties and responsibilities of Directors and employees. In

order to attract, retain, and motivate high-performance persons, the

Company has adopted share option scheme to reward those participants

who contribute to the success of the Group’s operations.
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The Board considers that the Executive Directors of the Company, CEO
and the chief financial officer are the key management personnel of the
Group. For the year ended 31 December 2021, the aggregate emoluments
payable to Directors, CEO and the chief financial officer were within the
following bands:

EEERAARBNTES  BHERKEETHEY
RAEBFEEBAB BHE_ZT-_—F+_H
—T—HIEFE  ENES LRLRERVBEZE
FNFATEE -

Number of individuals

AE
Nil to HK$1,000,000 Z 211,000,000 7T 6
HK$1,000,001 to HK$2,000,000 75 # 1,000,001 7T 2 7% 2,000,000 7T
HK$2,000,001 to HK$3,000,000 7% 2,000,001 7T 2% # 3,000,000 7T -
HK$3,000,001 to HK$4,000,000 75 # 3,000,001 7L 2 7% 4,000,000 7T -
HK$4,000,001 to HK$5,000,000 A #E 4,000,001 7T 2% # 5,000,000 7T -
HK$5,000,001 to HK$6,000,000 75 5,000,001 7T £ # 6,000,000 7T -
HK$6,000,001 to HK$7,000,000 5% 6,000,001 7T 2 % # 7,000,000 7T 1

Details of the amount of Directors’ and chief executive officer’s
emoluments are set out in note 8 to the financial statements and the
details of the Share Option Scheme are set out in note 34 to the financial
statements.

The Remuneration Committee had two meetings in 2021 to determine the

bonus and remuneration of director and senior management.

AUDIT COMMITTEE

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

As at 31 December 2021, the Audit Committee’s chairman was Mr. Lo
Tung Sing Tony, while Mr. EDE, Ronald Hao Xi and Ms. Lam Ming Yee
Joan were the committee’s members. The Audit Committee’s terms of
reference are summarized as follows:

(i) to consider and recommend to the Board the independence,
appointment, re-appointment and removal of external auditors;

(i)  to approve the remuneration and terms of engagement of the
external auditors, and to deal with any questions of its resignation or
dismissal;
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(i) to review financial information; and

(iv)  to oversee financial reporting system, risks management and internal

control system.

During the year 2021, the Audit Committee had four meetings, two of
which were held with external auditors without presence of Executive
Directors. The work performed by the Audit Committee for the year ended
31 December 2021 is summarized below:

(1) reviewed the external auditors’ independence, the terms of
engagement and approved the remuneration of the external auditors;

(2)  reviewed the annual audit plan of the external auditors and discussed
with them about the nature and scope of the audit;

(8) reviewed the Group’s interim financial information and annual
financial statements, before submission to the Board, discussed the
financial reporting matters and any areas of concerns during the
audits, including but not limited to the impact of the changes in
accounting policies and practices, and on the compliance with
accounting standards, the Listing Rules and the legal requirements;
and

(4)  reviewed internal audit report and annual audit plan of the internal
audit department and the effectiveness of internal audit function, risk
management and internal control systems.

The audited financial statements of the Company for the year ended 31
December 2021 have been reviewed by the Audit Committee before
recommending them to the Board for approval.

AUDITORS’ REMUNERATION

Ernst & Young has been reappointed as the Company’s external auditors
at the AGM on 28 May 2021 until the conclusion of the next AGM. During
the year 2021, there was no non-statutory audit service provided, the
remuneration paid or payable to the Company’s external auditors in
respect of services provided was as follow:

Fees for statutory audit service amounted to RMB2,204,00.
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CRERRE
COMPANY SECRETARY

Ms. Pang Kit Ling, the company secretary of the Company, is a full time
employee of the Group. During the year, the company secretary of the
Company confirmed that she had taken no less than 15 hours of relevant

professional training.
CONSTITUTIONAL DOCUMENTS

There is no change in the Company’s memorandum and articles of
association during the year ended 31 December 2021.

SHAREHOLDERS’ RIGHTS

Pursuant to Articles 58 of the Company’s Articles of Association, any one
or more shareholders holding at the date of deposit of the requisition not
less than one-tenth of the paid up capital of the Company carrying the
right of voting at general meetings of the Company shall at all times have
the right, by written requisition to the Board or the secretary of the
Company, to require an extraordinary general meeting to be called by the
Board for the transaction of any business specified in such requisition; and
such meeting shall be held within two months after the deposit of such
requisition. If within twenty-one days of such deposit the Board fails to
proceed to convene such meeting the shareholder(s) himself (themselves)
may do so in the same manner, and all reasonable expenses incurred by
the shareholder(s) as a result of the failure of the Board shall be reimbursed
to the shareholder(s) by the Company.

There is no provision allowing shareholders to move new resolutions at
general meetings under the Cayman Islands Companies Law or the
Articles of Association of the Company. Shareholders who wish to move a
resolution may request the Company to convene a general meeting
following the procedures set out in the preceding paragraph.

As regards, proposing a person for election as a director, please refer to
the procedures available on the website of the Company.

Shareholders may at any time send their enquiries and concerns to the
Board in writing to the Company’s principal place of business in Hong
Kong at Units 3001-02, 30/F, CNT Tower, 338 Hennessy Road, Wanchai,
Hong Kong.

42 DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED BES8U% (32A%) R A7)

ABERF

REBE-F-—F+-A=+—BILEE AR
ZIMERAMRAREIRARL AR -

B R AR

RERARB 2 ARABMERMAESIRZRE
A—fr A ENE2ERKBRMFETDRAR R
REAR(MERRABBRRRGRAEN) +DZ2—
MR MEMRKERAEERAANAREFTE MW
ERHEEER  BEXERZSEHRBRFEIIARE - A
BRIEEHELTIEANEMNEE  BEZARGERNE
ERBREMEARNET - WE2R-_T—HBR &
FERBAMZARE - RIBRRUP) AIRE ARERTT
ABRAZAE BRRAEZEEEREAREEMABR
MEMAEER  ARAQREERR -

RERERRDERARB ZAREBSREAALE
FIBARRATER R A G LIREEFFRER - BB
RERBEZBRAURELEAERFERARF B
FBRERAR -

ANRAERHREAZEE  F2HARRHEUEM
A S

REAIBER A AR 2 BB T2 LE 2 (it A
BB EFEE 583385k 1L B+ /0301 3001-02F) -
BEFSRIETHANKRESR -



COMMUNICATIONS WITH SHAREHOLDERS

The Board recognizes the importance of good communications with all
shareholders. The Company establishes and maintains different
communication channels with its shareholders through the publication of
annual and interim reports. Our corporate website which contains
corporate information, corporate governance practice, interim and annual
reports, announcements and circulars issued by the Company enables the
Company’s shareholders to have timely and updated information of the

Company.

The Company’s AGM is a valuable forum for the Board to communicate
directly with the shareholders. The Chairman of the Board attends the
AGM and arranges the chairman of the committees or in the absence of
the chairman of such committees, another member of the committees to
be available to answer questions at the AGM. The Chairman proposes
separate resolutions for each issue to be considered, including the election
of Directors, and put each proposed resolution to the vote by way of a poll.
Voting results are posted on the Company’s website on the day of AGM.
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Directors’ and Senior Management’s Biographies

EERSREEEBE
EXECUTIVE DIRECTORS

Ms. LI, Kei Ling, aged 73, is an Executive Director and Chairman of the
Company. Ms. Li is one of the founders of the Group. She founded the
Group in December 1995 and was appointed to the Board in October
2002. She was also the chief executive officer of the Company from 1
March 2015 to 17 April 2016. Ms. Li is also the Chairman of Dawnrays
International Co., Ltd., Dawnrays International Company Limited (5 ¥ BB
% 7 B BR A 71), Suzhou Dawnrays Pharmaceutical Co., Ltd., Dawnrays
(Nantong) Pharmaceutical Science and Technology Co., Ltd., Fujian
Dawnrays Pharmaceutical Co., Ltd., Nanjing PharmaRays Science and
Technology Co., Ltd., Guangzhou PharmaRays Science and Technology
Co., Ltd., Lanzhou Dawnrays Pharmaceutical Co., Ltd., Dawnrays Pharma
(Hong Kong) Ltd., which are all subsidiaries of the Company. She is the
Chairman of the Nomination Committee and a member of the
Remuneration Committee. Ms. Li has over thirty years of experience in
corporate management, strategic planning, business operations and
finance, in particular for pharmaceutical enterprises in the PRC. She is
responsible for supervising the strategic management decisions to ensure
good corporate governance practices and business policies are
established, and executing the overall developmental strategies of the

Group.

Mr. HUNG, Yung Lai, aged 77, is an Executive Director of the Company
and one of the founders of the Group. Mr. Hung founded the Group in
December 1995 and was appointed to the Board in October 2002. Mr.
Hung also holds directorship in Dawnrays International Co., Ltd., Dawnrays
Biotechnology Capital (Asia) Ltd., Dawnrays International Company Limited
(B I B B I 9 B R 2 &), Suzhou Dawnrays Pharmaceutical Co., Ltd.,
Dawnrays (Nantong) Pharmaceutical Science and Technology Co., Ltd.,
Fujian Dawnrays Pharmaceutical Co., Ltd., Nanjing PharmaRays Science
and Technology Co., Ltd., Guangzhou PharmaRays Science and
Technology Co., Ltd., Lanzhou Dawnrays Pharmaceutical Co., Ltd., and
Dawnrays Pharma (Hong Kong) Ltd., which are all subsidiaries of the
Company. Mr. Hung holds a degree from £ /& & %4 2 [T (Shanghai
Conservatory of Music). He has over thirty years of experience in corporate
management and corporate development, and has participated in founding
and managing of pharmaceutical and high-tech enterprises. Mr. Hung is
an executive director and the chairman of Sing Lee Software (Group) Ltd.,
a company listed on the Growth Enterprise Market of the Stock Exchange.
Mr. Hung is a director and chairman of AD Pharmaceuticals Co., Ltd., an

associate of the Group.
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Directors’ and Senior Management’s Biographies

NON-EXECUTIVE DIRECTOR

Mr. LEUNG, Hong Man, aged 47, is a Non-executive Director of the
Company. He joined the Group and was appointed to the Board in
November 2005. Mr. Leung has started his business career in knitting
machinery since 1993. He has over ten years experience in sales and
management and also over ten years experience in finance and property
investments. In recent years, Mr. Leung has strived to exploit business in
hi-tech agriculture and arts and cultural industries. Mr. Leung currently is
the shareholder and the director of Toyo International Investment Ltd.,
which has been one of the substantial shareholders (as required to be
disclosed under Part XV of the Securities and Futures Ordinance) of the
Company since September 2005.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. LO, Tung Sing Tony, aged 53, is an Independent Non-executive
Director of the Company. Mr. Lo joined the Group in October 2010. He is
the Chairman of the Audit Committee, a member of the Remuneration
Committee and the Nomination Committee of the Company respectively.
Mr. Lo has extensive experience in financial management and business
development in Hong Kong and multinational companies. He obtained his
Bachelor degree in Business Administration from The Chinese University of
Hong Kong and Master of Science in Financial Management from The
University of London. Mr. Lo is an associate member of The Hong Kong
Institute of Certified Public Accountants. He currently holds the position of

Director of Finance at The University of Hong Kong.

Mr. EDE, Ronald Hao Xi, aged 63, is an Independent Non-executive
Director of the Company. Mr. EDE joined the Group in June 2015 and was
appointed as a Non-executive Director. He was re-designated as an
Independent Non-executive Director, the Chairman of the Remuneration
Committee, a member of the Audit Committee and the Nomination
Committee of the Company with effect from 1 July 2017. Mr. EDE has
extensive experience in financial and business management in multinational
companies. He obtained his Bachelor degree in Business Administration
from The University of Hawaii and a Master of Business Administration
degree from The University of Washington. He is also a fellow member of
the Institute of Singapore Chartered Accountants. In January 2017, Mr.
EDE was appointed as an independent non-executive director of Mindray
Medical International Ltd. (a company listed on Shenzhen Stock
Exchange). Mr. EDE currently holds the position of executive director and
chief financial officer of Innovent Biologics Inc. (@ company listed on the
Main Board of the Stock Exchange of Hong Kong Limited).
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Directors’ and Senior Management’s Biographies

EENGREEEEBE

Ms. LAM, Ming Yee Joan, aged 54, is an Independent Non-executive
Director of the Company. Ms. Lam joined the Group in May 2018. She is a
member of the Audit Committee, the Remuneration Committee and the
Nomination Committee of the Company respectively. Ms. Lam earned her
bachelor degree in accountancy from City University of Hong Kong. She is
a certified public accountant in Hong Kong. Ms. Lam has extensive
experience in the finance and accounting field, gained from major
international financial institutions and listed company in Hong Kong.

CHIEF EXECUTIVE OFFICER

Mr. WU, Weixian, aged 53, is the chief executive officer of the Company.
Mr. Wu has been appointed as the chief executive officer of the Company
from 16 February 2022 to take charge of daily business operations and
management of the Group. Mr. Wu joined the Group in April 2019. He was
the general manager of Nanjing PharmaRays Science and Technology Co.,
Ltd., a non-wholly owned subsidiary of Suzhou Dawnrays Pharmaceutical
Co., Ltd. (an indirect wholly owned subsidiary of the Company) and
Guangzhou PharmaRays Science and Technology Co., Ltd., a wholly
owned subsidiary of Nanjing PharmaRays Science and Technology Co.,
Ltd. Mr. Wu holds directorship in Nanjing PharmaRays Science and
Technology Co., Ltd., and Guangzhou PharmaRays Science and
Technology Co., Ltd. Mr. Wu obtained his Bachelor degree of Medicine
from Guangzhou Medical College (renamed as Guangzhou Medicine
University in 2013) and Diploma in Management from China Europe
International Business School. Mr. Wu worked in a number of multinational
corporations or sino-foreign joint ventures. From March 1997 to August
2009, he successively served as the sales manager of Beijing Novartis
Pharma Co., Ltd. Guangzhou Site first and the marketing manager of
Beijing Novartis Pharma Co., Ltd. Beijing Headquarter. In 2007, he had
been delegated to work in Novartis Pharmaceuticals Corporation’s United
States Oncology Drug Division in New Jersey for one year. Mr. Wu has
over twenty-eight years of experience in pharmaceutical industry and
specializes in planning and management of sales, marketing and business
development of pharmaceutical products.
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Directors’ and Senior Management’s Biographies

SENIOR MANAGEMENT

Mr. WU, Yijun, aged 58, is the Chief Financial Officer of the Group. Mr.
Wau is responsible for the Group’s financial management including financial
planning, capital budgeting, execution of costing, budget planning and
monitoring. Mr. Wu holds directorship in Fujian Dawnrays Pharmaceutical
Co., Ltd., Nanjing PharmaRays Science and Technology Co., Ltd. and
Guangzhou PharmaRays Science and Technology Co., Ltd. which are all
subsidiaries of the Company. Mr. Wu obtained a Bachelor degree of
Accountancy from Nanjing Audit Institute (renamed as Nanjing Audit
University in 2015). He attained senior accountant and economist
qualification in the PRC. Mr. Wu has over thirty years’ experience in internal
control, budgeting, financial management, investment and financing,
economic management and PRC’s taxation regulations. Mr. Wu joined the
Group in December 2002.
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Report of the Directors
EEEHRE

The board of Directors (the “Board”) herein present their report and the
audited financial statements of Dawnrays Pharmaceutical (Holdings)
Limited (the “Company”) and its subsidiaries (collectively referred to as the
“Group”) for the year ended 31 December 2021.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. Details of the
principal activities of the subsidiaries are set out in note 1 to the financial
statements. In 2021, the Group disposed 65% interest of Su Zhou
Dawnrays Pharmaceutical Science and Technology Co., Ltd. to a third
party on 30 July 2021 ,further details were set out in the Company’s
announcement dated 30 July 2021. Save as disclosed above, there were
no significant changes in the nature of the Group’s principal activities
during the year.

DIVIDEND POLICY

The Company aims to provide its shareholders with a target annual
dividend payout ratio between 25% to 50% of the profit after tax
attributable to owners of the parent in any financial year subject to the
following factors:

1. the Company’s actual and expected cash flow positions and financial
performance;

2. projected capital expenditure, future expansion plans and growth
opportunities;

3. the Group’s debts to equity ratio, return on equity and the relevant
financial covenants;

4. general economic conditions and business cycle of the Group’s core
business;

5. general expectation of shareholders and investors of the Company;
and

6. any other factors that the Board deems appropriate.

The Board will declare dividends semi-annually. The payment of final
dividend is subject to the approval of Shareholders and scrip dividend
distribution option also may be provided for the election of the
Shareholders in relation to the payment of final dividend in any financial
year. This dividend policy and the declaration and/or payment of dividends
under this policy are subject to the Board’s continuing determination that
this dividend policy and the declaration and/or payment of dividends would
be in the best interests of the Group and the Shareholders, and are in
compliance with all applicable laws and regulations.
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RESULTS AND DIVIDENDS

The Group’s profit for the year ended 31 December 2021 and the state of
affairs of the Company and the Group at that date are set out in the
audited financial statements on pages 75 to 201.

An interim dividend of HK$0.015 per ordinary share was paid on 5 October
2021. The Board recommends the payment of a final dividend of
HK$0.065 per ordinary share in respect of the year, to shareholders on the
register of members on 6 June 2022. This recommendation has been
incorporated in the financial statements as an allocation of retained profits
within the equity section of the statement of financial position.

BUSINESS REVIEW

Review of the Group’s business for the year ended 31 December 2021 are
presented in “Chairman’s Statement” and “Management Discussion and
Analysis” on pages 5 to 10 and pages 11 to 16 respectively. The “Financial
Review” on pages 17 to 25 also includes an analysis of the Group’s
financial key performance indicators during the year. Future developments
in the Group’s business are disclosed in “Chairman’s Statement” on pages
6 to 10 and “Management Discussion and Analysis” on pages 11 to 14.

The applicable discussion and analysis as cross-referenced above shall
form an integral part of this Report of the Directors.

EVENTS AFTER THE REPORTING PERIOD

On 26 January 2022, the Group and Suzhou Rongxin Construction
Development Co., Ltd. entered into an agreement, pursuant to which the
company sold 35% of equity interest in Su Zhou Xinshen Pharmaceutical
Science and Technology Co., Ltd. (formerly known as Su Zhou Dawnrays
Pharmaceutical Science and Technology Co., Ltd.), further details of which

were set out in the Company’s announcement dated 26 January 2022.

On February 2022, Mr. Chen Shaojun resigned from his position as an
executive director and the chief executive officer of the Company as well
as other directorships and general manager at the subsidiary or associated
company level of the Company. Mr. Wu Weixian has been appointed to
act as the chief executive officer of the Company with effect from 16
February 2022.
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Report of the Directors
EEEHRE

PRINCIPAL RISKS AND UNCERTAINTIES

Details about the Group’s financial risk management objectives and

policies are disclosed in note 38 to the financial statements. The following

risks and uncertainties may affect the results and business operations of

the Group, some of which are inherent to pharmaceutical sector and some

are from external sources.

U]

2

DRUG APPROVAL PROCESS IN RELATION TO PRODUCTS
UNDER DEVELOPMENT

The actual timing of the market launch of products under
development could vary significantly from our estimates due to a
number of factors including delays or failures in our pre-clinical
studies or clinical trials, the lengthy approval process and the
uncertainties in the outcome of regulatory approval process. If any of
the necessary approvals in relation to products under development
is delayed or not obtained, this could adversely affect the timing of
the market launch of the products. The Group is committed to
investing in research and development of new drugs in order to
ensure a rich product pipeline.

TENDER AND PRICE CONTROL

The Group has to participate in a government-led tender process
every year or every few years. In the event that the Group fails to win
the tender in a tender process, the sale of the Group’s products to
public hospitals in such provinces will be prohibited and the Group
will lose market share of that part. In addition, certain new methods
have been recently adopted in the tender process for centralized
procurement of drugs, which may exert further downward pressure
against the price of pharmaceutical products and the Group’s market
share, revenue and profitability may be adversely affected. The
Group has a team of staff monitoring and handling the drug tenders
with the objective of winning the tenders for the Group’s products at

a desirable price level.
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HEALTHCARE REFORM IN CHINA

The healthcare system in the PRC is undergoing a crucial reform
period, where laws, regulations and policies in effect governing the
medical, healthcare and pharmaceutical industry are constantly
evolving. New policies implementation may have material effects to
the Group. It may also incur significant costs, divert the resources
and attention of the management and thus leading to more
uncertainties and risks in respect of the Group’s business and
operation.

PRC ENVIRONMENTAL AND SAFETY REGULATIONS

The PRC government amends relevant laws, rules and regulations
from time to time in order to impose a more stringent standard for
environmental and safety protection. The Group is subject to such
laws, rules and regulations including but not limited to those in
relation to the discharge of gaseous waste, liquid waste and solid
waste, noise pollution and the safety of the workers during the
manufacturing process. Any violation of these laws, rules or
regulations may result in substantial fines, criminal sanctions,
revocation of operating permits, shutdown of the production facilities
and obligations to take corrective measures.

ENVIRONMENTAL POLICIES AND PERFORMANCE

The Board is well aware of the importance of environmental protection on

the Group’s sustainability and stable development. The Group strives to

improve product quality while achieving the best balance between cost

control and environmental protection, devotes to be a resource-saving and

environment-friendly enterprise with low energy and resources

consumption and low level of discharge on wastages. The Group has

established an environmental management system to promote clean

production, to reduce pollution and to reduce the risk of environmental

accidents. The Group also evaluates environmental and social risks of its

suppliers on a regular basis to ensure the safety of its supply chains.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

The environmental, social and governance report of the Company

prepared in accordance with Appendix 27 of the Listing Rules will be

announced on The Stock Exchange of Hong Kong Limited and the

Company’s website on or before 31 May 2022.

COMPLIANCE WITH APPLICABLE LAWS AND REGULATIONS

As far as the Directors and management are aware, for the year ended 31

December 2021, the Group has complied in all material respects with the

relevant laws and regulations that have a significant impact on the business

and operations of the Group.

KEY RELATIONSHIPS

U]

2

EMPLOYEES

Being people-oriented, the Group ensures all staff are reasonable
remunerated and also continues to improve and regularly review and
update its policies on remuneration and benefits, training,
occupational health and safety. The staff and remuneration policy are
presented in “Management Discussion and Analysis” on page 24.

SUPPLIERS

The Group has established a supplier management system to
handpick suppliers through a screening and evaluation process
based on quality and price. Furthermore, the Group also carries out
field audit on its suppliers when necessary, with a view to make
endeavor to ensure its suppliers are equipped to provide guarantees
on quality, as well as safety and other environmental issues that
require managerial skills. Such audit cover a number of areas,
including productivity, technical standards, quality assurance, supply
capability, as well as safety and environmental management
credentials.
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(3) DISTRIBUTORS

The Group sells some of products to customers through third-party
distributors. The Group works closely with distributors to ensure that
the Group shares the view for upholding brand value and customer
services, specifically focusing on attracting and retaining customers
in order to drive sales growth. The Group also requires distributors to
comply with the Group’s policies and promotional activities
standards. The Group also monitors the financial condition and
repayment history of distributors.

(4) CUSTOMERS

The Group maintains a good relationship with its customers and
constantly endeavours to deliver quality products and services to its
customers. The Group also directs dedicated efforts to deal with
complaints about relevant products and has established relevant
processes to handle complaints. In addition the Group has assigned
staff to investigate customers’ complaint cases and provide timely
feedbacks in order to safeguard customers’ benefits.

CORPORATE GOVERNANCE

Details of the Company’s corporate governance practices are set out in
the Corporate Governance Report on pages 26 to 43 of the annual report.

EMOLUMENT POLICY

The Group’s emolument policy bases on the market practice, the
qualification, duties and responsibilities of Directors and employees. Other
fringe benefits, including defined contribution retirement schemes, share
option scheme and medical cover are also provided.

REMUNERATION OF DIRECTORS AND FIVE INDIVIDUALS
WITH HIGHEST EMOLUMENTS

Details of the emoluments of the Directors and five highest paid individuals
during the year are set out in notes 8 and 9 to the financial statements.
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Report of the Directors
EEEHRE
SUMMARY OF FINANCIAL INFORMATION

A summary of the published results and of the assets and liabilities of the
Group for the last five financial years, as extracted from the published
audited financial statements, is set out on page 202. This summary does
not form part of the audited financial statements.

DONATION

During the year, the Group made charitable donation amounting to
RMB363,600.

PROPERTY, PLANT AND EQUIPMENT AND LAND LEASE

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

INTEREST-BEARING BANK AND OTHER BORROWINGS

As at 31 December 2021, the Group had RMB21,013,000 interest-bearing
bank and other borrowings.

SHARE CAPITAL

Details of movements in share capital of the Company during the year are

set out in note 32 to the financial statements.
PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
articles of association or the laws of the Cayman Islands which would
oblige the Company to offer new shares on a pro-rata basis to existing

shareholders.
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PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

During the year, the Company repurchased 8,608,000 shares of the
Company’s listed securities on The Stock Exchange at an aggregate
consideration of HK$11,442,400 before expenses. The Directors believe
that the repurchases reflect the Company’s confidence in its long term
business prospects and would ultimately benefit the Company and for the
enhancement of shareholder value in the long term. The repurchased
shares were subsequently cancelled. The monthly breakdown of shares

repurchased during the year was as follows:
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Total #BET 8,608,000 11,442,400

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 year ended 31 December 2021.

RESERVES

Details of movements in the reserves of the Company and the Group
during the year are set out in consolidated statement of changes in equity
and note 35 to the financial statements.
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DISTRIBUTABLE RESERVES

At 31 December 2021 the Company’s reserves available for distribution
amounted to RMB215,877,000, of which RMB79,355,000 has been
proposed as a final dividend for the year. Under the Companies Act, Cap.
22 (Law 3 of 1961, as consolidated and revised) of the Cayman Islands,
the share premium account of the Company of approximately
RMB2,521,000 as at 31 December 2021 is distributable to the
shareholders of the Company provided that immediately following the date
on which the dividend is proposed to be distributed, the Company will be
in a position to pay off its debts as they fall due in the ordinary course of
business. The share premium account may also be distributed in the form

of fully paid bonus shares.
MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, sales to the Group’s five largest customers
accounted for 16.82% of the total sales for the year and sales to the
largest customer included therein amounted to 4.67%. Purchases from the
Group’s five largest suppliers accounted for 28.15% of the total purchases
for the year and purchases from the largest supplier included therein
amounted to 7.24%.

None of the Directors of the Company or any of their associates or any
shareholders (which, to the best knowledge of the Directors, own more
than 5% of the Company’s issued share capital) had any beneficial interest
in the Group’s five largest customers or suppliers.

DIRECTORS

The Directors of the Company during the year and up to the date of this
report are:

EXECUTIVE DIRECTORS

Ms. Li Kei Ling

Mr. Hung Yung Lai

Mr. Chen Shaojun (resigned on 16 February 2022)

NON-EXECUTIVE DIRECTOR
Mr. Leung Hong Man
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INDEPENDENT NON-EXECUTIVE DIRECTORS
Mr. Lo Tung Sing Tony

Mr. EDE, Ronald Hao Xi

Ms. Lam Ming Yee Joan

In accordance with the article 87 of the Company’s articles of association
(the “Articles”), Ms. Li Kei Ling and Mr. Lo Tung Sing Tony will retire by
rotation and being eligible, offer themselves for re-election at the
forthcoming annual general meeting (“AGM”).

The Company has received annual confirmations of independence from
Mr. Lo Tung Sing Tony, Mr. EDE, Ronald Hao Xi and Ms. Lam Ming Yee
Joan and as at the date of this report still considers them to be
independent.

DIRECTORS’ AND KEY MANAGEMENT’S BIOGRAPHIES

The Board considers the executive directors of the Company, CEO and
the chief financial officer are the key management personnel of the Group.

Biographical details of the Directors of the Company and the financial
controller are set out on pages 44 to 47 of the annual report.

DIRECTORS’ SERVICE CONTRACTS

Ms. Li Kei Ling entered into a service contract with the Company for a term
of two years which commenced on 1 July 2003. Ms. Li’s service contract
was renewed for a term of three years which commenced on 1 July 2005
and continued thereafter for successive terms of three years. Her
appointment is subject to termination by either party giving not less than
three months’ written notice. Ms. Li is currently entitled to director’s fee
and other remuneration from the Group totally HK$1,162,800 per year.

Mr. Hung Yung Lai entered into a service contract with the Company for a
term of two years which commenced on 1 July 2003. Mr. Hung’s service
contract was renewed for a term of three years which commenced on 1
July 2005 and continued thereafter for successive terms of three years. His
appointment is subject to termination by either party giving not less than
three months’ written notice. Mr. Hung is currently entitled to director’s fee
and other remuneration from the Group totally HK$742,800 per year.
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Mr. Leung Hong Man entered into a letter of appointment with the
Company for a term of two years which commenced on 1 November 2005
and continued thereafter for successive terms of two years. Mr. Leung is
currently entitled to a basic annual remuneration of HK$300,000. Mr.
Leung’s appointment is subject to termination by either party giving not
less than one month’s written notice. Save for the above director’s fee, Mr.
Leung is not entitled to any other remuneration.

Mr. Lo Tung Sing Tony entered into a letter of appointment with the
Company for a term of two years which commenced on 1 October 2010
and continued thereafter for successive terms of two years. Mr. EDE,
Ronald Hao Xi entered into a letter of appointment with the Company for a
term of two years commenced on 15 June 2015. As Mr. EDE was re-
designated as Independent Non-executive Director, he entered into a new
letter of appointment with the Company for a term of two years
commenced on 1 July 2017 and continued thereafter for successive terms
of two years. Ms. Lam Ming Yee Joan entered into a letter of appointment
with the Company for a term of two years which commenced on 25 May
2018 and continued thereafter for successive terms of two years. Each of
Mr. Lo’s, Mr. EDE’s and Ms. Lam’s appointment is respectively subject to
termination by either party giving not less than one month’s written notice.
Each of Mr. Lo, Mr. EDE and Ms. Lam is currently entitled to an annual
remuneration of HK$360,000. Save for the above directors’ fees, the three
Independent Non-executive Directors are not entitled to any other

remuneration.

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

compensation.
DIRECTORS’ INTERESTS IN CONTRACTS

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

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the whole
or any substantial part of the business of the Company were entered into
or were in existence during the year.
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COMPETITION AND CONFLICT OF INTERESTS

According to the Company’s competition and conflict of interest policy, a
board member’s serving as a director and/or officer of an entity that
competes with the Group’s business is involving a conflict of interest. A
director involves in such kind of conflict of interest shall not be present in
the meeting and participate in or be permitted to hear the Board’s
discussion of related matters. A director who has a conflict of interest with
respect to a contract or transaction that will be voted on at a meeting shall
not be counted in determining the presence of a quorum for purposes of
the vote.

Mr. EDE, Ronald Hao Xi (Mr. EDE), an Independent Non-executive Director
of the Company, has been serving as Executive Director and chief financial
officer of a listed company in Hong Kong. Part of that listed company’s
business is competing with the business of the Group’s associate and so
Mr. EDE is involving a conflict of interest under the Group’s competition
and conflict of interest policy. To avoid such a possible conflict, during the
year under review, upon agreement with Mr. EDE, he was not present or
abstain from voting in meetings when the Board discussed, decided and

voted on the matters and business with respect to the Group’s associate.

Except abovementioned, in the opinion of the Directors, none of the
Directors, the substantial shareholders of the Company and any of their
respective close associates has engaged in any businesses that competes
or may compete, either directly or indirectly with the business of the Group
or has any other conflict of interests with the Group during the year under
review which are required to be disclosed under the Listing Rules.

PERMITTED INDEMNITY PROVISION

Pursuant to the Articles, every Director is entitled to be indemnified out of
the assets of the Company against all costs, charges, expenses, losses
and liabilities which he may sustain or incur in or about the execution and/
or discharge of his duties and/or the exercise of his powers and/or
otherwise in relation to or in connection with his duties, powers or offices,

to the extent as permitted by laws.

The Company has acquired insurance coverage on Directors’ and officers’
liabilities which provides certain indemnities against liabilities incurred in
respect of any legal actions which may be taken against Directors and
officers in the execution and discharge of their duties or in relation thereto.
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EQUITY-LINKED AGREEMENTS

Details of the equity-linked agreements entered into during the year or
subsisting at the end of the year are set out below:

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. As the shareholders of the Company
approved share sub-division, the number and exercise price of share
options and the closing price of the Company’s shares at immediate date
before the grant had been adjusted on 6 August 2018. The detailed
disclosures relating to the Scheme including the purposes and the eligible
participants of the Scheme and valuation of options are set out in note 34
to financial statements. The total number of shares available for issue
under the Scheme is 156,880,800 shares which representing
approximately 10.47% of the issued share capital of the Company at the

date of this annual report.
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Movements of Company’s share options under the Scheme during the

year were as follows:

Name or category
of participant

Director
Mr. Chen Shaojun (g)

Other employees
In aggregate

s8%
ELEEY]

£
BAELEE

At

@t

7

RER 7%

Number of share options
BREZE

At Granted Exercised Lapsed At
1 January during during during 31 December
2021 the year theyear  the year (d) 2021
1 s
“Bz-% -g--%
-B-B  FRERYE  FREAE  EREANM TZAZt-H
6,000,000 - - (6,000,000) -
6,000,000 - - (6,000,000) -
4,000,000 - - 4,000,000) -
16,000,000 - - (16,000,000) -
32,000,000 - - - 32,000,000
64,000,000 - - (82,000,000) 32,000,000
5,800,000 - - (5,800,000) -
6,200,000 - - (6,200,000) -
1,200,000 - - (1,200,000) -
3,000,000 - - - 3,000,000
10,300,000 - - (200,000) 10,100,000
14,400,000 - (748,000) - 13,652,000
15,400,000 - (660,000) - 14,740,000
16,000,000 - (668,000) - 15,332,000
- 3,000,000 - - 3,000,000
72,300,000 3,000,000 (2,076,000 (13,400,000) 59,824,000
136,300,000 3,000,000 (2,076,000 (45,400,000) 91,824,000

Report of the Directors

Date of

grant of share
options (a)
(dd/mm/yy)

REBRE
A
(R/R/&)

08/01/1
18/03/1
16/04/15
28/08/1

1

28/08/19

08/01/15
16/04/15
23111/15
11/05/16
291117
09/01/19
28/08/19
26/08/20
31/08/21

ANNUAL REPORT 202

Exercise
period of
share options
(dd/mm/yy)

RRE
friesm
(B/A/%)

08/01/16-07/01/21
18/03/16-17/03/21
16/04/16-15/04/21
3112/19-31/12/20
01/05/22-30/04/24

08/01/
16/04/

6-07/01/21
6-15/04/21
23/11116-22/11/21
11/05/17-10/05/22
20/11/18-28/11/23
09/01/20-08/01/25
26/08/20-27/08/25
26/08/21-25/08/26
31/08/22-30/03/27

Exercise
price of
share
options (b)

BRE
& (b)
HKS
Al

2575
2635
3670
1.380
1.380

2575
3670
3.190
3.170
2125
1.500
1.380
0.900
1.470

— = —

=

EEEHRE

BRI AR RBREZBNT -

Closing
price of the
Company’s

shares at
immediate
date before
the grant (c)
ZERLE
REA-%
RRERG
W B ()
HK$

Bl

2485
2575
3585
1.300
1.300

2485
3585
3185
3145
2.095
1.460
1.300
0.900
1.500
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(@  The vesting period of the share options is from the date of the grant
until the commencement of the exercise period.

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

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

(d)  Options lapsed in accordance with the terms of the Scheme due to
resignation of employees or still not exercised at the expiry date.

(e)  Mr. Chen Shaojun was resigned as an executive director and chief
executive officer of the Company on 16 February 2022, 32,000,000
share options were lapsed on 16 February 2022.

The price of the Company’s shares disclosed immediately before the
exercise date of the share options is the weighted average of the Stock
Exchange closing prices immediately before the dates on which the
options were exercised over all of the exercise of options within the
disclosure line. The weighted average closing price of Company’s shares
immediately before the dates on which the options were exercised by
employees was HK$1.73. During the year, no options granted under 2013
Share Option Scheme were cancelled by the Company.

DIRECTORS’ AND CHIEF EXECUTIVE OFFICER’S
INTERESTS AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

As at 31 December 2021, the interests and short positions of the Directors
and Chief Executive Officer in the shares or underlying shares or
debentures of the Company or its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (the “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 pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers, were as follows:
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Long positions in ordinary shares of the Company:

Name

=L

Directors

BE

Ms. Li Kei Ling
FHIRL T

Mr. Hung Yung Lai
RRRIIS B4

Mr. Leung Hong Man
REREE

Mr. Chen Shaojun
PRAZE So 4

Long positions in shares and underlying shares of associated corporation:

Name of Director

EEEB
Ms. Li Kei Ling

FHI®LL

Mr. Hung Yung Lai
RERIIS o4

Notes

(©)

Name of
associated
corporation

MHELE SR
Fortune United

Group Limited

Fortune United
Group Limited

Report of the Directors

RARBEBERP TR

BFAENKROEE  SORESEME

EEEHRS

Number of ordinary shares held, capacity and nature of interest

Approximate
percentage of

Directly Through the Company’s
beneficially = Share option controlled issued share
owned granted corporation Total capital (%)

FOR R NN

BEEN BBEH 2 BITREH

ERERESR MR AEEFF ny B (%)
107,372,000 - 594,356,000 701,728,000 46.83
1,880,000 - 594,356,000 596,236,000 39.79

- - 105,300,000 105,300,000 7.03

20,376,000 32,000,000 - 52,376,000 3.50

Relationship
with the Company

BEAQRNBER

the Company’s
holding company
ARAREIER A A

the Company’s
holding company
AREMERAF

Number of
Ordinary
shares held

HFREEREREE

Capacity and
nature of interest

SO RERNEE

Through a controlled
corporation
iR — A% A E)

Through a controlled
corporation
i — AR

RIREEEB R RARRIRR M P9 4F B

Percentage of
the associated
corporation’s
issued share
capital (%)

1L AR L B
EBITREN
A7 (%)

50

50
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Notes:

() 594,356,000 shares of the Company are held by Fortune United Group
Limited, a company incorporated in the British Virgin Islands. Keysmart
Enterprises Limited, which is wholly-owned by Ms. Li Kei Ling, and Hunwick
International Limited, which is wholly-owned by Mr. Hung Yung Lai, are each
beneficially interested in 50% of the share capital of Fortune United Group
Limited.

(o) 105,300,000 shares of the Company are held by Toyo International
Investment Limited, a company incorporated in Hong Kong. Mr. Leung Hong
Man and Mr. Leung Yiu Sing are each beneficially interested in 50% of the
share capital of Toyo International Investment Limited.

(c) As at 31 December 2021, Mr. Chen Shaojun was directly beneficially owned
20,376,000 shares of the Company and 32,000,000 share options which
were granted to him under the share option scheme of the Company. As Mr.
Chen resigned as an executive director and chief executive officer of the
Company, the 32,000,000 share options were lapsed on 16 February 2022.

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

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed under the heading “Share option scheme”, “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 34 to the financial statements, at no time during the year were rights
to acquire benefits by means of the acquisition of shares in or debentures
of the Company granted to any Directors or their respective spouse or
minor children, or were any such rights exercised by them; or was the
Company, its holding company, or any of its subsidiaries a party to any
arrangement to enable the Directors to acquire such rights in any other
body corporate.
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’
INTERESTS IN SHARES AND UNDERLYING SHARES

As at 31 December 2021, the following interests or short positions in the
shares and underlying shares of the Company were recorded in the
register of interests required to be kept by the Company pursuant to

Section 336 of the SFO:

Name

=1

Fortune United Group Limited

Keysmart Enterprises Limited

Hunwick International Limited

Mdm. lu Pun

it

Mr. Li Tung Ming
FREAKE

Time Lead Investments Limited

Toyo International Investment Limited

REBERKREERQA

Mdm. Lo Mei Sai
mEmALL

Mr. Leung Yiu Sing

Notes

G

Nature of interest

REEME

Directly Beneficially owned

BEERHEE

Through controlled corporation
BBEHIARRE

Through controlled corporation

BREFHARRE

Family interest
EREL: £

Directly Beneficially owned

BEERHEE

Through controlled corporation
BBEHIARRE

Directly Beneficially owned

BEERHEE

Directly Beneficially owned

BEERHEE

Family interest
EREL: £

Through controlled corporation
BBEHIARRE

Report of the Directors
EEgRE

FTERRREMA RS RAER MG AE

)

RIZE_—F+-A=1+—H0 REEFLHERK
{555 336 IRAM AR R FER R B RLM L 1
ARABRAD AR MRS SRR EINAN T

Number of
Shares held

FENKROEE

594,356,000

594,356,000

594,356,000

596,236,000

224,000

80,000,000

80,000,000

105,300,000

105,300,000

109,628,000

Approximate
percentage of
the Company’s
issued share
capital (%)

HIEE DR B RLT

RAHE 2 L (%)

39.67

39.67

39.67

39.79

0.01

5.34

5.34

7.038

7.038

7.32

Long position/
short position

BEKR

Long position
HE

Long Position
HE

Long Position
HE

Long Position
HE

Long Position
HE

Long Position
HE

Long Position
HE

Long Position
HE

Long Position
HE

Long Position
HE
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Name Notes Nature of interest

=18 Mzt REmMtE

Mdm. Chu Shuet Fong (9) Family interest

RTF Lt e

) Through controlled corporation

MBIESI A REA

FMR LLC () Through controlled corporation
MBIESI A REA

Notes:

(@  The issued capital of Fortune United Group Limited is equally beneficially

owned by Keysmart Enterprises Limited and Hunwick International Limited
which are in turn, respectively, wholly-owned by Ms. Li Kei Ling and Mr. Hung
Yung Lai, Executive Directors of the Company.

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

The issued capital of Time Lead Investments Ltd. is beneficially owned by Mr.
Li Tung Ming.

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

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

4,328,000 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.

According to the corporate substantial shareholder notice of FMR LLC filed
for the relevant event dated 30 September 2021 as shown on the website of
the Stock Exchange, the relevant interests of FMR LLC were held via FMR
LLC and its subsidiaries and the percentage of the Company’s issued share
capital was based on 1,497,149,000 shares, the number of issued shares as
on 30 September 2021.
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FENRGEE
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B
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Approximate
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capital (%)
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Long position/
short position

R KE
7.08  Long Position
HE

4,328,000

0.29 Long Position

R
9,776,545

8.00 Long Position

HE
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Save as disclosed above, as at 31 December 2021, no person, other than
the Directors and Chief Executive Officer of the Company, whose interests
are set out in the section “Directors’ and Chief Executive 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.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and within
the knowledge of the Directors, at least 25% of the Company’s total issued
share capital was held by the public as at the date of this report.

AUDITORS

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

ON BEHALF OF THE BOARD

Li Kei Ling
Chairman

Hong Kong, 25 March 2022
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Ernst & Young K& =T AD = 7 P Tel =35  +852 2846 9888
27IF, One Taikoo Place BB AREEEITIN Fax fHE: +852 2868 4432
ﬁi 979 King's Road Kt — [E274E ey.com

Quarry Bay, Hong Kong

TO THE SHAREHOLDERS OF BRHEA (ER)ERAT

DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED (EFHRERBETMAIMBERAR)

(Incorporated in the Cayman Islands with limited liability) ZEBRR

OPINION 2R

We have audited the consolidated financial statements of Dawnrays
Pharmaceutical (Holdings) Limited (the “Company”) and its subsidiaries (the
“Group”) set out on pages 75 to 201, which comprise the consolidated
statement of financial position as at 31 December 2021, and the
consolidated statement of profit or loss, the consolidated statement of
comprehensive income, the consolidated statement of changes in equity
and the consolidated statement of cash flows for the year then ended, and
notes to the consolidated financial statements, including a summary of

significant accounting policies.

In our opinion, the consolidated financial statements give a true and fair
view of the consolidated financial position of the Group as at 31 December
2021, and of its consolidated financial performance and its consolidated
cash flows for the year then ended in accordance with International
Financial Reporting Standards (“IFRSs”) issued by the International
Accounting Standards Board (“IASB”) and have been properly prepared in
compliance with the disclosure requirements of the Hong Kong Companies

Ordinance.
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BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on
Auditing (“HKSAs”) issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”). Our responsibilities under those standards are
further described in the Auditor’s responsibilities for the audit of the
consolidated financial statements section of our report. We are
independent of the Group in accordance with the HKICPA’s Code of
Ethics for Professional Accountants (the “Code”), and we have fulfilled our
other ethical responsibilities in accordance with the Code. We believe that
the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgement,
were of most significance in our audit of the consolidated financial
statements of the current period. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole,
and in forming our opinion thereon, and we do not provide a separate
opinion on these matters. For each matter below, our description of how
our audit addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s
responsibilities for the audit of the consolidated financial statements
section of our report, including in relation to these matters. Accordingly,
our audit included the performance of procedures designed to respond to
our assessment of the risks of material misstatement of the consolidated
financial statements. The results of our audit procedures, including the
procedures performed to address the matters below, provide the basis for
our audit opinion on the accompanying consolidated financial statements.
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KEY AUDIT MATTERS (Cont’d)

Key audit matter

BRETEE

Impairment of goodwill acquired in business combination

REBEOF P KB BBl (E

The Group had goodwill amounting to approximately RMB241
million as at 31 December 2021, arising from the acquisition of
subsidiaries. Goodwill was allocated to the cash-generating unit
(“CGU”), which was expected to benefit from the synergies of the
combination.

RZZEZ—F+-A=+—H ESERAKENEAFSEHE
BOARE 21 BETT - BESSREAH RIS HHH R ZES
EanBeEdr B ([ReELEMU]) -

Under IFRSs, the Group is required to perform impairment testing
for goodwill annually at each reporting period end. The impairment
testing performed at the end of the reporting period was based
on the recoverable amount of the respective CGU to which the
goodwill was allocated. Management performed the impairment
testing based on the value in use calculation using discounted
cash flow projections. The determination of value in use of the
respective CGU involved significant judgements.
BEBRMBHREEN X EEEERNSFRENRYHELET
BWEAR - mERARETRREASR T REREMESRSE
EBUMAIREEEET EEERECABETSETEETR
BAR  ERAEEDERMRFESRERAETE - BEEMEHER
CELBNZERABESREZEHE -

The Group’s disclosures about goodwill are contained in note 2.4
“Summary of significant accounting policies — business
combinations and goodwill”, note 2.5 “Significant accounting
judgements, estimates and assumptions — impairment of
goodwill” and note 17 “Goodwill” to the consolidated financial
statements.
EEEAERENREENFENGE M BRRMT24ERES
BERME — X0 REE W25 X2 HE - E5t Rk
BR& — AERELMTI7TEER -

BRETEE (E)

How our audit addressed the key audit matter

BAWETTMMELERETSE

We involved internal valuation specialists to assist us in the
evaluation of the key assumptions and methodologies used in
the impairment analysis including, in particular, the discount
rate and terminal growth rate.

BAFEABEEER2 R R BRI ERED T AR
RBRZLITERE (LEZ)RREFKABRE

We paid specific attention to the forecasts used with respect
to future revenue and budgeted gross margins by comparing
the forecasts with the historical performance of the respective

CGU and the business development plan.

BAVEBDE BB AR KA RIERIEN XA HOIER - WK%
FRAREREELEURBERRMEBERSIETY
B

Furthermore, we assessed the adequacy of the Group’s
disclosures concerning goodwill in the consolidated financial
statements.

BESN - R PIRHE
BILE °

BERERNGEUBRRTEHRENRER

70 DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED B354 (#28%) AR 2 7]



OTHER INFORMATION INCLUDED IN THE ANNUAL
REPORT

The directors of the Company are responsible for the other information.
The other information comprises the information included in the Annual
Report, other than the consolidated financial statements and our auditor’s
report thereon.

Our opinion on the consolidated financial statements does not cover the
other information and we do not express any form of assurance conclusion
thereon.

In connection with our audit of the consolidated financial statements, our
responsibility is to read the other information and, in doing so, consider
whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit
or otherwise appears to be materially misstated. If, based on the work we
have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact. We have nothing to

report in this regard.

RESPONSIBILITIES OF THE DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of the
consolidated financial statements that give a true and fair view in
accordance with IFRSs issued by the IASB and the disclosure
requirements of the Hong Kong Companies Ordinance, and for such
internal control as the directors determine is necessary to enable the
preparation of consolidated financial statements that are free from material

misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors of the
Company are responsible for assessing the Group’s ability to continue as
a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the
directors of the Company either intend to liquidate the Group or to cease
operations or have no realistic alternative but to do so.

The directors of the Company are assisted by the Audit Committee in
discharging their responsibilities for overseeing the Group’s financial
reporting process.

Independent Auditor’s Report

BB R
FHRFRGE AR

BERAMERAHHEMENEE - A ENBEFR
FREE R BT ERERE M B RER KB FIMZBE

HE -

BB GaMBERRNBEAALTREEMER - &
PR T EREBREMTANERER °

RBFHFEAMBE®mRN = - HANEERMEEMD
AR RENBETPEREMENEERGENE
HRARPIERTEETAEENBEREERN
HEUFEERER - ERERPIEHTHIE - 1R
BHPMRAEMENEERER KT EREEH
EZE-pME  BAEFHREETANEERE-

ESHRGRAMBMREAZENEE

BERRESARARBERKR G ENZESHMD
BB S S 22 B R BB A BGRPIDIRE ER R ERE
EMARIBHEAMBERER - ARERBELE
FERN SRR R M B M B AR MRS I 7% W
RTFBHOARZEFEE

EREGAVBHRRE - BEAREZRAANME &
SERBELENRESN  YEERBERN TRERRSE
REBENER URERFELERSTER K
 BERAREFEEER EEEBREIFILLL  HK
PEAMERNERNER -

ERZEEHEY BEAREFETEE BESBENE
WEBEMEE -
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Independent Auditor’s Report
B % AR &

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Our report is made solely to you, as a
body, and for no other purpose. We do not assume responsibility towards

or accept liability to any other person for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with HKSAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of
users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise professional
judgement and maintain professional scepticism throughout the audit. We
also:

° Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a
basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

° Obtain an understanding of internal control relevant to the audit in
order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the Group’s internal control.

° Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures
made by the directors.

72 DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED SEEE#I% (£25%) A R A &)
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS (Cont’d)

Conclude on the appropriateness of the directors’ use of the going
concern basis of accounting and, based on the audit evidence
obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group’s ability to
continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’'s
report to the related disclosures in the consolidated financial
statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained
up to the date of our auditor’s report. However, future events or
conditions may cause the Group to cease to continue as a going
concern.

Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures, and
whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair
presentation.

Obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within the Group to
express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the
group audit. We remain solely responsible for our audit opinion.

We communicate with the Audit Committee regarding, among other

matters, the planned scope and timing of the audit and significant audit

findings, including any significant deficiencies in internal control that we

identify during our audit.

We also provide the Audit Committee with a statement that we have

complied with relevant ethical requirements regarding independence and

to communicate with them all relationships and other matters that may

reasonably be thought to bear on our independence, and where applicable,

actions taken to eliminate threats or safeguards applied.

Independent Auditor’s Report
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Independent Auditor’s Report
B2 AR

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS (Cont’d)

From the matters communicated with the Audit Committee, we determine
those matters that were of most significance in the audit of the
consolidated financial statements of the current period and are therefore
the key audit matters. We describe these matters in our auditor’s report
unless law or regulation precludes public disclosure about the matter or
when, in extremely rare circumstances, we determine that a matter should
not be communicated in our report because the adverse consequences of
doing so would reasonably be expected to outweigh the public interest
benefits of such communication.

The engagement partner on the audit resulting in this independent
auditor’s report is Lai Chee Kong.

Ernst & Young
Certified Public Accountants
Hong Kong

25 March 2022
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REVENUE

Cost of sales

Gross profit

Other income and gains

Selling and distribution expenses
Administrative expenses
Research and development costs
Other expenses

Finance costs

Share of losses of an associate

PROFIT BEFORE TAX

Income tax expense

PROFIT FOR THE YEAR

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 year

Diluted, for profit for the year

Consolidated Statement of Profit or Loss

Year ended 31 December 2021

Notes
P5E

KA 4
FHE AR

EF

N NS 4
HERDHE R

THEHA

7 R B A AN

Hib &M 5

MBER
RiE—HEBE AR ZER

R A 5 F 7

8Bt 11

REE A

AT & IR

[SYNCIE ZS PN
IR

BAGRESEARERBEEA
BAESREA

13
B AAFEDRAE

B - AR R

mEEER

HE—T——F+-_A=t—RHItEE

2021 2020
—E-—F —TFTF
RMB’000 RMB’000
AR®T ARETTT
1,165,155 1,024,270
(483,893) (473,625)

681,262 550,645
135,879 38,426
(109,030) (54,572)
(117,409) (109,224)
(67,028) (57,944)
(37,292) (12,434)
(641) (4,828)
(46,418) (18,771)
439,323 331,298
(85,160) (66,505)
354,163 264,793
358,175 268,130
(4,012) (3,337)
354,163 264,793
RMBO0.2392 RMB0.1736
RMBO0.2375 RMBO0.1735
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Consolidated Statement of Comprehensive Income

SmEZERER

Year ended 31 December 2021 HE-Z-——F+-A=+—HIFE

2021 2020
—E-—F T FF
RMB’000 RMB’000
AR® TR ARETIT
PROFIT FOR THE YEAR RE R F 354,163 264,793
Other comprehensive income that may be LA HIE S ED AR IBRR
reclassified to profit or loss in subsequent FE fib 2 AR
periods:
Exchange differences on translation of BMEBINRBEMELE ZELZR
foreign operations 6,019 10,303
Other comprehensive loss that will not be B T E S EEBR R
reclassified to profit or loss in subsequent R E 2 HE 1
periods:
Exchange differences on translation of the MERRE 2 B wmEMES
Company’s financial statements ZIEHZERE (6,963) (14,279)
OTHER COMPREHENSIVE LOSS FOR AFEERHAHGEABRARE
THE YEAR, NET OF TAX (944) (8,976)
TOTAL COMPREHENSIVE INCOME AEERBAZHRREHE
FOR THE YEAR, NET OF TAX 353,219 260,817
Attributable to: AT BIBE
Owners of the parent ISYNCIEZ YN 357,231 264,154
Non-controlling interests e (4,012) (3,337)
353,219 260,817
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NON-CURRENT ASSETS
Property, plant and equipment
Right-of-use assets
Construction in progress
Goodwill

Other intangible assets
Investment in an associate
Loan to an associate
Long-term prepayments
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 balances

Assets held for sale

Total current assets

CURRENT LIABILITIES
Trade and notes payables
Other payables and accruals

Interest-bearing bank and other borrowings

Lease liabilities
Income tax payable
Other liabilities, current

Total current liabilities

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT

LIABILITIES

Consolidated Statement of Financial Position

FRBEE

UERE NG
EREEE

IR

[k

Hib B\ EE
RN—HEBERRZRE
BT —HHBE QT
RHFEMN K
EERIREE

FRBEERH

RBEE

TR

FEW B 5 K RIEFIA

TR B IR
MEMEE

FYSN e BT TEDN

B MBEE
B RRTTHER

FHEZEE

REBRE
BAE S RREFR
HibEN R R IERER
FHRIRITEEMER
HERE

FEAS PSR
HtvBE - R

mEE

.

ERGEE

FREBEE

BEABRMBAE

Notes

Y &

14
15a
16
17
18
19
20
23
30

21
22

23

24
25

39

26
27
28
15b

31

e

BRI R

31 December 2021 HW-—ZE——4%+—-A=+—H

2021 2020
—E-—F —TFTF
RMB’000 RMB’000
ARBTR AREEFT
356,930 452,593
110,755 124,553
675,201 204,803
241,158 241,158
287,013 206,716
87,250 98,669
50,110 -
14,356 20,000
5,749 6,529
1,828,522 1,355,021
203,476 246,028
346,778 330,747
80,591 39,761
208,184 201,192
577,744 730,986
1,416,773 1,548,714
94,263 -
1,511,036 1,548,714
143,212 157,613
490,521 312,074
21,013 -
980 924
15,498 9,297
25,880 -
697,104 479,908
813,932 1,068,806
2,642,454 2,423,827

ANNUAL REPORT 2021

—2-—5F% (7



Consolidated Statement of Financial Position

e PR R

31 December 2021 W—ZT—-——#+—-HA=+—H

NON-CURRENT LIABILITIES
Government grants

Deferred tax liabilities

Other liabilities, non-current
Lease liabilities

Total non-current liabilities

Net assets

EQUITY

Equity attributable to owners
of the parent

Issued capital

Treasury shares

Reserves

Non-controlling interests

Total equity

LI Kei Ling
FH®
Director

Ex

FRBEE
BRI R
ERERIAAE
HivBE - JERE
HERE

FRBE AR

FEE

R

[SENCIE PN E £

EBRITRA
B
Edi

IR an

SRR

HUNG Yung Lai
REmLTE
Director

BEE
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Notes

Y &

29
30
31
15b

32
33
35

2021 2020
—E-—F —TFTF
RMB’000 RMB’000
ARBTR AREEFT
600 900
66,871 61,715
175,595 175,595
1,527 2,025
244,593 240,235
2,397,861 2,183,592
80,370 81,072
- (430)
2,300,344 2,089,861
2,380,714 2,170,503
17,147 13,089
2,397,861 2,183,592




At1 January 2021

Proft for the year

Qther comprehensive loss for the year:
Exchange differences

Total comprehensive income for the year
Contribution from a non-controling
shareholder

R=F--%-A-A

AERiH

AERANEEER:
EHZR

AER2MREER
~EEARRR TR

Consolidated Statement of Changes in Equity
mERREEKR

Year ended 31 December 2021 HE-—ZT-——&F+-A=+—HIFE

Attributable to owners of the parent

BATREAEER
Share Capital Share Statutory ~ Exchange Total Non-
Issued  Treasury  premium redemption option Contributed surplus  fluctuation  Retained  equity of  controlling Total
capital shares  account reserve reserve surplus reserve reserve profits  theparent interests equity
&AER BhE FEBh  EXRD BAF FER

BRRx  EERR RHER fife B HABR e R RERN BREE BE4E  BEAR
Notes ~ RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'O00  RMB'000  RMB'000  RMB'000
i ARMTR ARBTR ARETZ ARMTR ARMTR ARMTR ARBTR ARETR ARMTR ARMTR ARBTR ARETR

(note 32)  (note 33) (note 34)  (note35)  (note35)  (note35)  (note 35)
(W32 (W) (WaE34)  (Wiss)  (WiEss)  (W&es)  (Hss)
81,072 (430) - 7,148 45057 100,175+ 353,110* (3545 1,587,316 2,170,503 13,089 2,183,592

- - - - - - - - 38175 36175 (4012) 354,163

. - - - - - - (o44) - o4 - (o4

- - - - - - - (044 368,175 357,231 (4012) 363219

- - - - - - - - - -8 8
Disposal of a subsiclary HE-ANEAR - - - - - - (13,563) - 13,563 - - -
Finel 2020 dividend declared BR-Z-TEREKS 12 - - - - - - - - (125312 (125312 - (125312
Exercise of share options BlREnE 86 - 2521 - () - - - - 2,190 - 2,190
Shares repurchased In previous years AERREYRAFTEORG

and cancelled this year (430) 430 - - - - - - - - - -
Shares repurchased and cancelled BEEHERA ke (358) - - 358 - - - - (9,626) (9,626) - (9,626)
Equity-settied share option amangements AR (TE0BRiER 34 - - - - 4308 - - - - 4,38 - 4328
Lapse of share options KizERiE 3% - - - - (%0 - - - B - - -
Interim 2021 diviclend! “ET-EhERe 12 - - - - - - - - (18,600) (18,600) - (18,600)
Transfer from retained profts BRERTREE - - - - - - 39,440 - (0440) - - -
At31 December 2021 W-F-—£+-A=t-A 80370 - o8t M0 19578 0075 GBS (A4G9F 1795466 2300714 1747 2397860
* These reserve accounts comprise the consolidated reserves of * I EFEEA AR 2,300,344,000 L (ZE=F4F :

RMB2,300,344,000 (2020: RMB2,089,861,000) in the consolidated AR #2,089,861,0007 ) i AR & IS AKX E&Y

statement of financial position.

FERERR o
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Consolidated Statement of Changes in Equity

Year ended 31 December 2021

At1 January 2020

Proft for the year

Other comprehensive loss for the year:
Exchange diferences

Total comprehensive income for the year

Contribution from non-controling
shareholders

Final 2019 dividend declared

Shares repurchased in previous years
and cancelled this year

Shares repurchased and cancelled

Shares repurchased and subsequently
cancelled

Equity-settled share option arangements

Lapse of share options

Interim 2020 dividend

Transfer from retained profits

At 31 December 2020

*

HE-_Z-_—F+_A=+—HItFE

Attributable to owners of the parent

SRAERAEGER
Share Capital Share Statutory  Exchange Total Non-
Issued Treasury premium  redemption option ~ Contributed surplus fluctuation Retained equiyof  controling Total
capltal shares account reserve reserve surplus reserve reserve profs ~ theparent  interests equity
g1%m BiE Eekth  ERRD BA7 FEHER
BERA  ERRB  ROEE G BE  #ARR 62 & Bar  BRLE  BERER  EneE
Notes ~ RMBOO0  RMB'00  RMB'00  RMBOO0  RMBOO0  RMB'000  RMB'OO0  RMBOO0  RMB000  RMB'000  RMB'OO0  RMB'000
WE  ARBTn ARETT ARETn ARETT ARETT ARETn ARETR ARETR ARETT ARETR ARETT ARET:R
(ote32)  (note 33 (ote34)  (ote35)  (ote3s)  (ote3d)  (note 3
(Wits2)  (Hi3s) (Ees)  (Wase)  (Wakss)  (MEkss)  (Misso)
HZF=25-F-A 82,867 (161) - 5,084 124 100,175 319,504 431 1476012 2,025,636 676 2,026,312
REE R - = - - = = = - 28130 268130 (3337) 264793
AEREMRHER
EfZE - = - = = = = (8976) - (3,976) - (3.976)
FERRENRAE = - - - - - - (8976 268130 264,154 (3337 260817
FERHR 2 TS
- - - - - - - - - - 16,750 15,750
BR-Z-NERBRE 12 - - - - - - - - (61,358) (61,358) - (61,358)
EEERRIRAETHNRA
(161) 161 - - - - - - - - - -
BEEHEZRA (1,634) - - 1,634 - - - - (33,239) (33,239) - (33,239
EEOYESRETH A
- (430) - 430 - - - - (12,545) (12,545) - (12,545)
WREX mERELSE 34 - - - - 8,109 - - - - 8,109 - 8109
R EE - - - - (4176) - - - 4176 - - -
ZROREPERE 12 - - - - - - - - (20,254) (20,254) - (20254)
BRBEHPER - - - - - - 33,606 - (33,606) = = =
R-Z-ZE+-A=1-H 81,072 430) - 7,748 45057 100,175 853,110° (3545 1,587,316° 2,170,503 13089 2,183,592

statement of financial position.

These reserve accounts comprise the consolidated reserves of
RMB2,089,861,000 (2019: RMB1,942,930,000) in the consolidated

* I EEEA AR 2,089,861,000 (= — L4 :
AR #1,942,930,0007T ) i &R A ISR K EBY
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CASH FLOWS FROM OPERATING
ACTIVITIES
Profit before tax
Adjustments for:
Finance costs
Share of losses of an associate
Bank interest income
Loan interest income
Dividend income from financial assets
at fair value through profit or loss
Loss on disposal of items of property,
plant and equipment
Covid-19-related rent concessions
from lessors
Depreciation of property, plant and
equipment
Amortisation of intangible assets
Depreciation of right-of-use assets
Fair value gain on financial assets

at fair value through profit or loss, net

Gain on disposal of a subsidiary

Equity-settled share option expense

(Reversal)/write-down of inventory
provision

Impairment of intangible assets

Decrease/(increase) in inventories
(Increase)/decrease in trade and notes
receivables
(Increase)/decrease in prepayments
and other assets
(Increase)/decrease in deposits
and other receivables
(Decrease)/increase in trade
and notes payables
Increase/(decrease) in other payables
and accruals
Decrease in government grants
Income tax paid

Net cash flows from operating activities

Consolidated Statement of Cash Flows

|‘I_ éiﬁﬁsﬁii

Year ended 31 December 2021 #HE—-ZT—

EEENRERE

B R AT A

FRFIAE

Bi5E A

i kN )
SRITAI B WA

B A BUA
NAREFEBEEH T ABR
2 AERNIREUA
HEWE  BER
FEEE MER
AR HE Covid-19 4878
e EE

YE - BERRBITE

B EERIH

EREEENE

AR EFEREEF AER

ZHBEENRERS - FER
HE—FMB AR e

LA P 8 A ) S e HE el S
FERE ChE), MR

B EERE

FEERL, ()
FEUE 5 M EIR SR IE
(i'jJD)//DE’J\
AR EREMEE
(38h0),/ B
e M H MR
($hn),/Fd
BB S MR RIE
CRLA),/ &

HE b IE R TEIRRE A
#in, CRd)
BT B SOR D
EFEH

KEEHEENRESNEFRE

——F+=A=t+-ALLFE

2021 2020
—E-—F T
Notes RMB’000 RMB’000
B AR®TR AREET T
439,323 331,298
6 641 4,828
19 46,418 18,771
4 (18,077) (17,078)
4 (1,735) -
4 (414) (382)
7 29,956 460
15 (1) (5)
14 44,645 50,182
18 9,664 6,060
15 3,236 3,342
4 (5,560) (11,741)
4 (99,069) -
7 4,328 8,109
7 (304) 349
18 - 2,088
453,051 396,281
39,453 (65,618)
(27,073) 40,247
(5,750) 5,905
(4,437) 6,681
(12,110) 849
15,463 (13,480)
(300) (300)
(65,158) (67,662)
393,139 302,903
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Consolidated Statement of Cash Flows

mERETRER

Year ended 31 December 2021 HE-Z-——F+-A=+—HIFE

CASH FLOWS FROM INVESTING RETENHEESRE
ACTIVITIES

Bank interest received BEYERITH S

Loan interest received BURE K F B

Dividend income from financial assets AR EFTEBEZEHTABR
at fair value through profit or loss 2 B G A E R B M

Proceeds from disposal of items of HEWE - BEMKXEER
property, plant and equipment FriSskIE

Proceeds from disposal of financial assets &AL EE 2 B HE# BT A
at fair value through profit or loss B 2 BB EEMS A

Decrease in restricted deposits 2R AT FOR A

Decrease/(increase) in time deposits FIEBE B =@ A 2 T HTF K
with maturity over three months B (3G m)

Purchase of wealth management products & & 1% Bf 2= &

Redemption of wealth management A 0128 B 2=
products

Purchases of items of property, plant and BEE W% - ME MZEER
equipment and construction in progress M fEiE T2

Net cash inflow from the disposal HE—MHEBARZKEEE
of a subsidiary MAERE

Purchases of intangible assets BEEWAE

Purchase of right-of-use assets BETHEAE

Purchases of financial assets at fair BEAAAEN=BEED)
value through profit or loss FPARBR MG EE

Loans to an associate BT —EBER A

Repayment of a loan from an associate ~ H— [ E A FIEE—FER
Prepayment for a market authorisation fee _= &5 0] 25 2 AT 3¢
Investment to an associate H—EBE R A2 IRE
Proceeds of relocation compensation BB B E(E R

Net cash flows (used in)/from investing REEE(ER),EEW
activities REMEFRE
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Notes

i 5

15

23
19
31

2021 2020
—E—-F il Sl 223
RMB’000 RMB’000
ARBT T ARETTT
7,735 10,870

527 =

414 382

1,597 732
28,699 76,928

- 2,840

132,500 (262,500)
(547,000) (1,121,000)
524,569 1,568,708
(313,067) (139,100)
73,769 -
(89,961) (65,201)

- (23,150)

(39,072) (68,419)
(84,000) -
35,000 -
(6,792) (20,000)
(35,000) (40,000)
25,880 105,357
(284,202) 26,447




Consolidated Statement of Cash Flows

|‘I_ éiﬁlﬁsﬁ%%

Year ended 31 December 2021 HE-—ZT-——&F+-A=+—HIFE

2021 2020
—E-—F ZETF
Notes RMB’000 RMB’000
B aE AR®TR ARET T
CASH FLOWS FROM FINANCING REETHNRERE
ACTIVITIES
Proceeds from exercise of share options  {T{# B R HEEY FT 15 5018 2,190 =
Repurchase of shares EEAE NS0 (15,531) (40,277)
New bank loan FIR1TER 21,013 -
Repayment of bank loans ERRITERAZTRRS - (216,776)
Interest paid BEARFE (540) (4,722)
Payment for lease liabilities HEBERMK 41 (1,044) (59)
Contribution from non-controlling IR ZEE
shareholders 8,070 15,750
Dividends paid EARIRE (143,912) (81,612)
Net cash flows used in financing activities & & & EE AR © RS /558 (129,754) (327,696)
NET (DECREASE)/INCREASE IN CASH & RIS ZEY (BL)
AND CASH EQUIVALENTS B nFEEE (20,817) 1,654
Cash and cash equivalents at beginning F#MR 4 RKIFEELZEM
of year 258,486 258,621
Effect of foreign exchange rate REH B FHE
changes, net 75 (1,789)
CASH AND CASH EQUIVALENTS FRECRASEEY
AT END OF YEAR 237,744 258,486
ANALYSIS OF BALANCESOF CASH B2 RBEEZEBYREHIMN
AND CASH EQUIVALENTS
Cash and bank balances ReRIRTTET 159,299 144,994
Short-term deposits SECEEYER N 78,445 113,492
237,744 258,486
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1.

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

CORPORATE AND GROUP INFORMATION

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

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

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

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

NARFEBER

Rina (ZER)BRARI(TARFNDR=ZEE
“FAAZTEREREREARE(—S—
FE=6 LEERETNE_T_ERHE
HEAMKIRERRERAR « RAFZiF
3% =5 52 i 1k /2 Cricket Square, Hutchins Drive,
P.O. Box 2681, Grand Cayman KY1-1111,
Cayman Islands @ 1 3£ 2 & 2 tth B 7 #h 4k Bl 2
B 7 £ /B 5538 338 5 468 F1 /0 3042 8001
02%F o

RBEEEEHBCARARRENE R E (5HE
[REE D EBASEERRFNRGOESE
BaRSmARAR (TBRAT]) FR EMm - R
—EE=FARA=1+—H  ARRIKAHAKAN
SEOMEARMZERAR ([EBEEA]) -

ARFBRGR-BE=F+A+— ARBRA
EIRET -

REBRFNEEZNEIEFFNERE - RiE
RIHE - BIEPHE  REZERKE - EFR
7 R B AR R B S A /92 ] Fortune
United Group Limited * 24N BB H&ARIZRR A
S



CORPORATE AND GROUP INFORMATION (Cont’d)
INFORMATION ABOUT SUBSIDIARIES

Particulars of the Company’s subsidiaries as at 31 December 2021

are as follows:

Name

AR

Directly held
=E: 2575

Dawnrays International
Co., Ltd.
RInEIR AR A A

Dawnrays Biotechnology
Capital (Asia) Limited
RInEMREZRE(EM)

BRAT

Indirectly held
B#EHE

Dawnrays International
Company Limited

RinBRRHERAF

Suzhou Dawnrays
Pharmaceutical Co., Ltd.*

FMNRRRERRAR

Dawnrays Pharma
(Hong Kong) Limited
RinkE (BF)BRAR

Place of
incorporation/
registration

and operations
SR EE
=E S

British Virgin
Islands
RBHRRARES

Hong Kong

BR

Hong Kong

0

Mainland China

REIARE

Hong Kong

BB

Issued share/
paid-up capital
B#T/
EHRRA

US$100

1005 7T

HK$100

AE1007T

HK$500,000

7515 500,000 7T

US$62,500,000

62,500,000 7T

HK$500,000

745 500,000 7T

Notes to Financial Statements

31 December 2021

PR AR BT RE

RZB_—F+=-A=+—H

1. RARFEEER (&)

Bt A = & R
AIFHEAT
Percentage
of equity
attributable to
Legal form the Company
ENFEML
EEFR REB DL
Limited liability 100%
BRAF
Limited liability 100%
BRAF
Limited liability 100%
BRAT

Foreign investment
enterprise with
limited liability

SNERERR AT

Limited liability

BRAT

100%

100%

ARAEIN—_ZE-_—F+-_A=+—BZHBA

Principal activities

FREK

Investment holding

REEK

Investment holding

RERK

Investment holding and
sale of pharmaceutical
products

REERRHEREER

Manufacture and sale
of pharmaceutical
products

RERHEREER

Sale of pharmaceutical
products
HEBEEM
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1. CORPORATE AND GROUP INFORMATION (Cont’d)
INFORMATION ABOUT SUBSIDIARIES (Cont’d)

Name and operations paid-up capital
MR ERR BRT/
AEER MR EHERE
Dawnrays (Nantong) Mainland China US$15,000,000
Pharmaceutical Science
and Technology Co., Ltd.
Rin (AR) BEMRARLAF HEIAE 15,000,000 7T
Fujian Dawnrays Mainland China US$12,000,000
Pharmaceutical Co., Ltd.*
BERLHEFRAR" A RE 12,000,000 7T
Nanjing PharmaRays Mainland China RMB49,000,000
Science and Technology
Co., Ltd.*
HRBERENRARLARA REIKE AR 49,000,000 7T
Guangzhou PharmaRays Mainland China RMB3,000,000
Science and Technology
Co., Ltd.*
BMEERGEEBRERAR HEAE AR #3,000,0007T
Lanzhou Dawnrays Mainland China US$30,001,816
Pharmaceutical Co., Ltd.*"
MR RRHERR A" B ARE 30,001,816 7T
# These subsidiaries were registered under PRC law.

Place of
incorporation/
registration

Issued share/

Cinmed (Hong Kong) Investment Limited and Cinmed Medical

1. RARAEEEFR (&)
MR R EH ()

Legal form

EEFR

Foreign investment
enterprise with
limited liability

INERERB AT

Foreign investment
enterprise with
limited liability

HEREERRT

Limited liability

BRAT

Limited liability

BRAF]

Foreign investment
enterprise with
limited liability

INERERB AT

Equipment (Putian) Co., Ltd. were dissolved in February 2021. The
Group disposed of its 65% equity interest of Su Zhou Dawnrays
Pharmaceutical Science and Technology Co., Ltd. (“Su Zhou Dawnrays
Pharma Sci-Tech”) in July 2021 and the remaining 35% equity interest

in January 2022.

The non-controlling shareholders injected RMB8,069,000 to subscribe

a 5% equity interest of Lanzhou Dawnrays Pharmaceutical Co., Ltd.
during the current year. The ownership percentage of the Company
has changed from 100% to 95%.

86 DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED SRE:8I%5 (#28%) AR A 7

Percentage

of equity
attributable to
the Company

ARE L
BREEDL

100%

100%

65%

65%

95%

Principal activities

FREK

Manufacture and sale
of pharmaceutical
intermediates

SUERHEREDRR

Manufacture and sale
of pharmaceutical
products

BUERHEREER

Research and
development of
pharmaceutical products

HRRAEBEERD

Research and
development of
pharmaceutical products

MARFERBEER

Manufacture and sale
of pharmaceutical
products

RERHEREER

ZE B R )R BUAEE -

)
bl

z

Y BB

B3

Z(BEB)BREGRARRELZERSRM(F
BRARR =
RZBEZ—FLtARZT_—F—AHE
HF AN RIREEREAR A R ([#MN iR
BRI ) 65% %A K 1% FI#R A 35% AL #E o

T —F AR - AEE

AER - FIERATR)EE A R ¥ 8,069,000 7T
ABMNERIRRIZEF R QR AR 5% RE « &

RAEMBEGEE D

Lt R 100% 5 95% °



2.1 BASIS OF PREPARATION

These consolidated financial statements have been prepared in
accordance with International Financial Reporting Standards
(“IFRSs”) (which include all International Financial Reporting
Standards, International Accounting Standards (“IASs”) and
Interpretations) issued by the International Accounting Standards
Board (“IASB”) and the disclosure requirements of the Hong Kong
Companies Ordinance. They have been prepared under the historical
cost convention, except for financial assets at fair value through profit
or loss and financial assets at fair value through other comprehensive
income that have been measured at fair value. These financial
statements are presented in Renminbi (“RMB”) and all values are

rounded to the nearest thousand except when otherwise indicated.

BASIS OF CONSOLIDATION

The consolidated financial statements include the financial
statements of the Company and its subsidiaries (collectively referred
to as the “Group”) for the year ended 31 December 2021. A
subsidiary is an entity (including a structured entity), directly or
indirectly, controlled by the Company. Control is achieved when the
Group is exposed, or has rights, to variable returns from its
involvement with the investee and has the ability to affect those
returns through its power over the investee (i.e., existing rights that
give the Group the current ability to direct the relevant activities of

the investee).

When the Company has, directly or indirectly, less than a majority of
the voting or similar rights of an investee, the Group considers all
relevant facts and circumstances in assessing whether it has power

over an investee, including:

(@  the contractual arrangement with the other vote holders of the
investee;

)

rights arising from other contractual arrangements; and

(c) the Group’s voting rights and potential voting rights.

The financial statements of the subsidiaries are prepared for the
same reporting period as the Company, using consistent accounting
policies. The results of the subsidiaries are consolidated from the
date on which the Group obtains control, and continue to be
consolidated until the date that such control ceases.

Notes to Financial Statements

2.1

PR AR BT RE

31 December 2021 HW-—ZE——4%+—-A=+—H

AR

FAMBHRRCREER ST ERESS ([E
BRETERIE =S |) R A B A 5 S 2R
(TEIRR B # s 22 Al ) (B 45 P A BIFR B 7% 4
SEL - BERGFHEA (RS ER]) kR
) BB BERPIDIREE Z R MRS o FRIA
AREFEAEZHFABE M BEERIA
AREFEBEESH AREMEEKEZ T
BEUAAEFEI  MBHRRIZELKAR
AlfRE  WAARBTAREDIIR BK2HE
RSN RS BNE AAEREA T -

N

N

BHEE
HeEMBHREREBEARRREWNE R F (5
[AEE)BE_T-_—F+-_A=1+—H8It
FEHNPERE - HBARTEARAREEKNL
RZZEHNER(RE—EEBILER) - BF
THIEEERERARICERETESES
Ol 3R @B HR & 7 Rl (10 - BRI S
BT EEEERRETHBELRHNAERN)
FEEME

BEUYARERARMERERRETASRIERE
SBUNENE - AEESZREMARBER
SHHMBIRIT AR E 2D B IR E T AR EH
® B

(@) HEEMEERFAEZENZOXRE

b) HEMIZAONGETFERNED K

€ AEENRERNEERFRE-

i B B X B B IS R B0 3R 5 A L AR X B 4R
Rl @ BERTER 2 - HERREEHRN

SERGZHRERRE2AAHAR L—&
ABHAREEEGIRELERRIE -
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2.1 BASIS OF PREPARATION (Cont’d)

BASIS OF CONSOLIDATION (Cont’d)

Profit or loss and each component of other comprehensive income
are attributed to the owners of the parent of the Group and to the
non-controlling interests even if this results in the non-controlling
interests having a deficit balance. All intra-group assets and liabilities,
equity, income, expenses and cash flows relating to transactions
between members of the Group are eliminated in full on

consolidation.

The Group reassesses whether or not it controls an investee if facts
and circumstances indicate that there are changes to one or more of
the three elements of control described above. A change in the
ownership interest of a subsidiary, without a loss of control, is

accounted for as an equity transaction.

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

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES
The Group has adopted the following revised IFRSs for the first time

for the current year’s financial statements.

Amendments to IFRS 9, Interest Rate Benchmark Reform —
IAS 39, IFRS 7, IFRS 4 Phase 2
and IFRS 16
Amendment to IFRS 16 Covid-19-Related Rent Concessions
beyond 30 June 2021
(early adopted)
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2.1

2.2

LR (1)

SOFEE (H)
BEakAtEHRESAKTD FBEAEE
BREEE A RIEZERER - BELESER
RS B REA SR - AREARFREN
BEEBE  BE WA FAXREREEK
BRARMERZAENRERENEHEERE
BRI -

ERENERAKRA LM 2 =R =ETT
EHRH—ERZEEER  AEEEHTER
BEHNREHR - RMBRRHEREDEE
HE) o T SEHHEREEGIE - BIERE

i AEEAR LS —HMNB AR MZEE - AR
RIEFER()ZMBARINEE (BHEAE) KA
18~ (i) 5 ] S 422 B o O P 70 1B % (i) IR 2 Y
B R ITHEZR - RER () TR ENR
AME - () ARE R E N A E K (i) Bk
R EhELE R sk 1E - TR EME
R E AR A EEEE R AR AEE
EERHERBEEXRRBENRARZEERR
BN ERBEERRBEN (RAEBEE) -

BHEERHBENED

AEBEERANFEPBRR T ERRALTE
EHEELS

B % B s 3 o 2R R FIEBENE —
F£9% - BFREE E_H

YEBI5E 30 5% + BIRR
TSRS ERIE 757
B 5% B 75 3 15 ZE

F 45 R EERA SRS
R 1657 (IBETA)

(5 B B 75 e £ 22 ) Covid-19
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2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (Cont’d)

The nature and the impact of the revised IFRSs are described below:

Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16
address issues not dealt with in the previous amendments
which affect financial reporting when an existing interest rate
benchmark is replaced with an alternative risk-free rate (“‘RFR”).
The amendments provide a practical expedient to allow the
effective interest rate to be updated without adjusting the
carrying amount of financial assets and liabilities when
accounting for changes in the basis for determining the
contractual cash flows of financial assets and liabilities, if the
change is a direct consequence of the interest rate benchmark
reform and the new basis for determining the contractual cash
flows is economically equivalent to the previous basis
immediately preceding the change. In addition, the
amendments permit changes required by the interest rate
benchmark reform to be made to hedge designations and
hedge documentation without the hedging relationship being
discontinued. Any gains or losses that could arise on transition
are dealt with through the normal requirements of IFRS 9 to
measure and recognise hedge ineffectiveness. The
amendments also provide a temporary relief to entities from
having to meet the separately identifiable requirement when an
RFR is designated as a risk component. The relief allows an
entity, upon designation of the hedge, to assume that the
separately identifiable requirement is met, provided the entity
reasonably expects the RFR risk component to become
separately identifiable within the next 24 months. Furthermore,
the amendments require an entity to disclose additional
information to enable users of financial statements to
understand the effect of interest rate benchmark reform on an
entity’s financial instruments and risk management strategy.
The amendments did not have any impact on the financial

position and performance of the Group.

Notes to Financial Statements
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2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (Cont’d)

()

90 DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED ZEs84%5 (1253 ) HIR A 7

Amendment to IFRS 16 issued in March 2021 extends the
availability of the practical expedient for lessees to elect not to
apply lease modification accounting for rent concessions
arising as a direct consequence of the covid-19 pandemic by
12 months. Accordingly, the practical expedient applies to rent
concessions for which any reduction in lease payments affects
only payments originally due on or before 30 June 2022,
provided the other conditions for applying the practical
expedient are met. The amendment is effective retrospectively
for annual periods beginning on or after 1 April 2021 with any
cumulative effect of initially applying the amendment
recognised as an adjustment to the opening balance of
retained profits at the beginning of the current accounting
period. Earlier application is permitted.

The Group has early adopted the amendment on 1 January
2021 and applied the practical expedient during the year
ended 31 December 2021 to all rent concessions granted by
the lessors that affected only payments originally due on or
before 30 June 2022 as a direct consequence of the covid-19
pandemic. A reduction in the lease payments arising from the
rent concessions of RMB10,000 has been accounted for as a
variable lease payment by derecognising part of the lease
liabilities and crediting to profit or loss for the year ended 31
December 2021. There was no impact on the opening balance
of equity as at 1 January 2021.

2.2

FHREREHOD

(b)

(%)
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2.3

ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL
FINANCIAL REPORTING STANDARDS

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

statements.

Amendments to IFRS 3

Amendments to IFRS 10

and IAS 28

IFRS 17

Amendments to IFRS 17

Amendment to IFRS 17

Amendments to IAS 1

Amendments to IAS 1 and
IFRS Practice Statement 2

Amendments to IAS 8

Amendments to IAS 12

Amendments to IAS 16

Amendments to IAS 37

Annual Improvements to

IFRS Standards
2018-2020

FNERN S SR

Reference to the Conceptual
Framework’

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

Insurance Contracts?

Insurance Contracts®*

Initial Application of IFRS 17 and
IFRS 9 — Comparative Information®

Classification of Liabilities as Current
or Non-current?
Disclosure of Accounting Policies?

Definition of Accounting Estimates?®

Deferred Tax related to Assets and
Liabilities arising from a Single
Transaction?

Property, Plant and Equipment:
Proceeds before Intended Use'

Onerous Contracts — Cost of Fulfilling
a Contract'

Amendments to IFRS 1, IFRS 9,
lllustrative Examples accompanying
IFRS 16, and IAS 411

Effective for annual periods beginning on or after 1 January 2022
Effective for annual periods beginning on or after 1 January 2023

No mandatory effective date yet determined but available for adoption
As a consequence of the amendments to IFRS 17 issued in June

2020, IFRS 4 was amended to extend the temporary exemption that
permits insurers to apply IAS 39 rather than IFRS 9 for annual periods
beginning before 1 January 2023

2 The IASB amends IFRS 17 to permit a classification overlay for financial
assets presented in comparative periods on initial application of IFRS

17
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ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL
FINANCIAL REPORTING STANDARDS (Cont’d)

Further information about those IFRSs that are expected to be
applicable to the Group is described below:

Amendments to IFRS 3 are intended to replace a reference to the
previous Framework for the Preparation and Presentation of Financial
Statements with a reference to the Conceptual Framework for
Financial Reporting issued in March 2018 without significantly
changing its requirements. The amendments also add to IFRS 3 an
exception to its recognition principle for an entity to refer to the
Conceptual Framework to determine what constitutes an asset or a
liability. The exception specifies that, for liabilities and contingent
liabilities that would be within the scope of IAS 37 or IFRIC 21 if they
were incurred separately rather than assumed in a business
combination, an entity applying IFRS 3 should refer to IAS 37 or
IFRIC 21 respectively instead of the Conceptual Framework.
Furthermore, the amendments clarify that contingent assets do not
qualify for recognition at the acquisition date. The Group expects to
adopt the amendments prospectively from 1 January 2022. Since
the amendments apply prospectively to business combinations for
which the acquisition date is on or after the date of first application,
the Group will not be affected by these amendments on the date of
transition.

Amendments to IFRS 10 and IAS 28 address an inconsistency
between the requirements in IFRS 10 and in IAS 28 in dealing with
the sale or contribution of assets between an investor and its
associate or joint venture. The amendments require a full recognition
of a gain or loss resulting from a downstream transaction when the
sale or contribution of assets between an investor and its associate
or joint venture constitutes a business. For a transaction involving
assets that do not constitute a business, a gain or loss resulting from
the transaction is recognised in the investor’s profit or loss only to
the extent of the unrelated investor’s interest in that associate or joint
venture. The amendments are to be applied prospectively. The
previous mandatory effective date of amendments to IFRS 10 and
IAS 28 was removed by the IASB in December 2015 and a new
mandatory effective date will be determined after the completion of a
broader review of accounting for associates and joint ventures.

However, the amendments are available for adoption now.
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2.3

ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL
FINANCIAL REPORTING STANDARDS (Cont’d)
Amendments to IAS 1 Classification of Liabilities as Current or Non-
current clarify the requirements for classifying liabilities as current or
non-current. The amendments specify that if an entity’s right to defer
settlement of a liability is subject to the entity complying with
specified conditions, the entity has a right to defer settlement of the
liability at the end of the reporting period if it complies with those
conditions at that date. Classification of a liability is unaffected by the
likelihood that the entity will exercise its right to defer settlement of
the liability. The amendments also clarify the situations that are
considered a settlement of a liability. The amendments are effective
for annual periods beginning on or after 1 January 2023 and shall be
applied retrospectively. Earlier application is permitted. The
amendments are not expected to have any significant impact on the
Group’s financial statements.

Amendments to IAS 1 Disclosure of Accounting Policies require
entities to disclose their material accounting policy information rather
than their significant accounting policies. Accounting policy
information is material if, when considered together with other
information included in an entity’s financial statements, it can
reasonably be expected to influence decisions that the primary users
of general purpose financial statements make on the basis of those
financial statements. Amendments to IFRS Practice Statement 2
provide non-mandatory guidance on how to apply the concept of
materiality to accounting policy disclosures. Amendments to IAS 1
are effective for annual periods beginning on or after 1 January 2023
and earlier application is permitted. Since the guidance provided in
the amendments to IFRS Practice Statement 2 is non-mandatory, an
effective date for these amendments is not necessary. The Group is
currently assessing the impact of the amendments on the Group’s

accounting policy disclosures.
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ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL
FINANCIAL REPORTING STANDARDS (Cont’d)
Amendments to IAS 8 clarify the distinction between changes in
accounting estimates and changes in accounting policies.
Accounting estimates are defined as monetary amounts in financial
statements that are subject to measurement uncertainty. The
amendments also clarify how entities use measurement techniques
and inputs to develop accounting estimates. The amendments are
effective for annual reporting periods beginning on or after 1 January
2023 and apply to changes in accounting policies and changes in
accounting estimates that occur on or after the start of that period.
Earlier application is permitted. The amendments are not expected

to have any significant impact on the Group’s financial statements.

Amendments to IAS 12 narrow the scope of the initial recognition
exception so that it no longer applies to transactions that give rise to
equal taxable and deductible temporary differences, such as leases
and decommissioning obligations. Therefore, entities are required to
recognise a deferred tax asset and a deferred tax liability for
temporary differences arising from these transactions. The
amendments are effective for annual reporting periods beginning on
or after 1 January 2023 and shall be applied to transactions related
to leases and decommissioning obligations at the beginning of the
earliest comparative period presented, with any cumulative effect
recognised as an adjustment to the opening balance of retained
profits or other component of equity as appropriate at that date. In
addition, the amendments shall be applied prospectively to
transactions other than leases and decommissioning obligations.
Earlier application is permitted. The amendments are not expected
to have any significant impact on the Group’s financial statements.

Amendments to IAS 16 prohibit an entity from deducting from the
cost of an item of property, plant and equipment any proceeds from
selling items produced while bringing that asset to the location and
condition necessary for it to be capable of operating in the manner
intended by management. Instead, an entity recognises the proceeds
from selling any such items, and the cost of those items, in profit or
loss. The amendments are effective for annual periods beginning on
or after 1 January 2022 and shall be applied retrospectively only to
items of property, plant and equipment made available for use on or
after the beginning of the earliest period presented in the financial
statements in which the entity first applies the amendments. Earlier
application is permitted. The amendments are not expected to have
any significant impact on the Group’s financial statements.
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2.3

ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL
FINANCIAL REPORTING STANDARDS (Cont’d)
Amendments to IAS 37 clarify that for the purpose of assessing
whether a contract is onerous under IAS 37, the cost of fulfilling the
contract comprises the costs that relate directly to the contract.
Costs that relate directly to a contract include both the incremental
costs of fulfiling that contract (e.g., direct labour and materials) and
an allocation of other costs that relate directly to fulfilling that contract
(e.g., an allocation of the depreciation charge for an item of property,
plant and equipment used in fulfilling the contract as well as contract
management and supervision costs). General and administrative
costs do not relate directly to a contract and are excluded unless
they are explicitly chargeable to the counterparty under the contract.
The amendments are effective for annual periods beginning on or
after 1 January 2022 and shall be applied to contracts for which an
entity has not yet fulfilled all its obligations at the beginning of the
annual reporting period in which it first applies the amendments.
Earlier application is permitted. Any cumulative effect of initially
applying the amendments shall be recognised as an adjustment to
the opening equity at the date of initial application without restating
the comparative information. The amendments are not expected to
have any significant impact on the Group’s financial statements.

Annual Improvements to IFRS Standards 2018-2020 sets out
amendments to IFRS 1, IFRS 9, lllustrative Examples accompanying
IFRS 16, and IAS 41. Details of the amendments that are expected
to be applicable to the Group are as follows:

o IFRS 9 Financial Instruments: clarifies the fees that an entity
includes when assessing whether the terms of a new or
modified financial liability are substantially different from the
terms of the original financial liability. These fees include only
those paid or received between the borrower and the lender,
including fees paid or received by either the borrower or lender
on the other’s behalf. An entity applies the amendment to
financial liabilities that are modified or exchanged on or after
the beginning of the annual reporting period in which the entity
first applies the amendment. The amendment is effective for
annual periods beginning on or after 1 January 2022. Earlier
application is permitted. The amendment is not expected to
have a significant impact on the Group’s financial statements.

° IFRS 16 Leases: removes the illustration of payments from the
lessor relating to leasehold improvements in lllustrative Example
13 accompanying IFRS 16. This removes potential confusion
regarding the treatment of lease incentives when applying IFRS
16.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

INVESTMENTS IN ASSOCIATES

An associate is an entity in which the Group has a long term interest
of generally not less than 20% of the equity voting rights and over
which it is in a position to exercise significant influence. Significant
influence is the power to participate in the financial and operating
policy decisions of the investee, but is not control or joint control over
those policies.

The Group’s investments in associates and joint ventures are stated
in the consolidated statement of financial position at the Group’s
share of net assets under the equity method of accounting, less any
impairment losses. Adjustments are made to bring into line any
dissimilar accounting policies that may exist. The Group’s share of
the post-acquisition results and other comprehensive income of
associates and joint ventures is included in the consolidated
statement of profit or loss and consolidated other comprehensive
income, respectively. In addition, when there has been a change
recognised directly in the equity of the associate or joint venture, the
Group recognises its share of any changes, when applicable, in the
consolidated statement of changes in equity. Unrealised gains and
losses resulting from transactions between the Group and its
associates or joint venture are eliminated to the extent of the Group’s
investments in the associates or joint ventures, except where
unrealised losses provide evidence of an impairment of the assets
transferred. Goodwill arising from the acquisition of associates or
joint ventures is included as part of the Group’s investments in

associates or joint ventures.

If an investment in an associate becomes an investment in a joint
venture or vice versa, the retained interest is not remeasured.
Instead, the investment continues to be accounted for under the
equity method. In all other cases, upon loss of significant influence
over the associate or joint control over the joint venture, the Group
measures and recognises any retained investment at its fair value.
Any difference between the carrying amount of the associate or joint
venture upon loss of significant influence or joint control and the fair
value of the retained investment and proceeds from disposal is

recognised in profit or loss.

When an investment in an associate or a joint venture is classified as
held for sale, it is accounted for in accordance with IFRS 5 Non-

current Assets Held for Sale and Discontinued Operations.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Cont’d)

BUSINESS COMBINATIONS AND GOODWILL

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

The Group determines that it has acquired a business when the
acquired set of activities and assets includes an input and a
substantive process that together significantly contribute to the ability
to create outputs.

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

acquiree.

If the business combination is achieved in stages, the previously held
equity interest is remeasured at its acquisition date fair value and any
resulting gain or loss is recognised in profit or loss.

Any contingent consideration to be transferred by the acquirer will be
recognised at fair value at the acquisition date. Contingent
consideration classified as an asset or liability is measured at fair
value with changes in fair value recognised in profit or loss.
Contingent consideration that is classified as equity is not
remeasured and subsequent settlement is accounted for within
equity.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 24 ERETTHREE (&)

(Cont’d)

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

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

Impairment is determined by assessing the recoverable amount of
the cash-generating unit (group of cash-generating units) to which
the goodwill relates. Where the recoverable amount of the cash-
generating unit (group of cash-generating units) is less than the
carrying amount, an impairment loss is recognised. An impairment

loss recognised for goodwill is not reversed in a subsequent period.

Where goodwill has been allocated to a cash-generating unit (or
group of cash-generating units) and part of the operation within that
unit is disposed of, the goodwill associated with the operation
disposed of is included in the carrying amount of the operation when
determining the gain or loss on the disposal. Goodwill disposed of in
these circumstances is measured based on the relative value of the
operation disposed of and the portion of the cash-generating unit
retained.

98 DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED SRE:8I% (#2A%) AR A 7

EBRAHREE (H)

BERIRK A E D EREARE 2
PRIFFE R as R AN SR B SR AT IS B RO BB U7 B
RO AERRE  BRREMRER#BIEER
FisdE B EMERE - MARENREMBIERER
PR TARBEFENARE  FHEREE
BN IERANER A BB RS -

R HERIR - BBRRAREF R ERES
B - BBASFHEREAR  SAEMHH
ERIBENNEBRREES TRRER - Alg
FREHETAR - AEERT —A=1—8
ETHENFERENR - SETRER
BUYEE R EEBEHELE 2B/ ERER
HEERNAFZBRBEZAEEEEREE
ABEMNRERSEEEMAL - MBAR N
AEEALSKEMEEKRBEIAEEXFEM
Sz FEALAER o

BEDBETEEEEECREELEM (K
ReEEBUAR) 2 KOS BETE - MR
SELBEM (KRSEEBMAR) 2 ATKEE
BERREE - BIRARERSR - s EER
ZREBEN SR EZHRRED -

HEEEIETREELEM(KREELE
fARR)) Mz BN BN EHEHE  AEE
EHEEBNIREREERE - ErHEER
HENABR ST AREHNREE - £&BR
THENEE - HRBEMEEXBNABEE
MRS ELBMHNREBNRLETIE -



2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Cont’d)

FAIR VALUE MEASUREMENT

The Group measures financial instruments at fair value at the end of
each reporting period. Fair value is the price that would be received
to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. The fair value
measurement is based on the presumption that the transaction to
sell the asset or transfer the liability takes place either in the principal
market for the asset or liability, or in the absence of a principal
market, in the most advantageous market for the asset or liability.
The principal or the most advantageous market must be accessible
by the Group. The fair value of an asset or a liability is measured
using the assumptions that market participants would use when
pricing the asset or liability, assuming that market participants act in
their economic best interest.

A fair value measurement of a non-financial asset takes into account
a market participant’s ability to generate economic benefits by using
the asset in its highest and best use or by selling it to another market

participant that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the
circumstances and for which sufficient data are available to measure
fair value, maximising the use of relevant observable inputs and
minimising the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed
in the financial statements are categorised within the fair value
hierarchy, described as follows, based on the lowest level input that

is significant to the fair value measurement as a whole:

Level 1 — based on quoted prices (unadjusted) in active
markets for identical assets or liabilities

Level2 —  based on valuation techniques for which the lowest
level input that is significant to the fair value
measurement is observable, either directly or
indirectly

Level 3 —  based on valuation techniques for which the lowest
level input that is significant to the fair value
measurement is unobservable
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 24 ERETTHREE (&)

(Cont’d)

FAIR VALUE MEASUREMENT (Cont’d)

For assets and liabilities that are recognised in the financial
statements on a recurring basis, the Group determines whether
transfers have occurred between levels in the hierarchy by
reassessing categorisation (based on the lowest level input that is
significant to the fair value measurement as a whole) at the end of

each reporting period.

FOREIGN CURRENCIES

These financial statements are presented in RMB, which is different
from the Company’s functional currency, Hong Kong dollar. As the
major revenues and assets of the Group are derived from operations
in Mainland China, RMB is chosen as the presentation currency to
present the financial statements. Each entity in the Group determines
its own functional currency and items included in the financial
statements of each entity are measured using that functional

currency.

Foreign currency transactions recorded by the entities in the Group
are initially recorded using their respective functional currency rates
prevailing at the dates of the transactions. Monetary assets and
liabilities denominated in foreign currencies are translated at the
functional currency rates of exchange ruling at the end of the
reporting period. Differences arising on settlement or translation of
monetary items are recognised in the statement of profit or loss.

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

In determining the exchange rate on initial recognition of the related
asset, expense or income on the derecognition of a non-monetary
asset or non-monetary liability relating to an advance consideration,
the date of initial transaction is the date on which the Group initially
recognises the non-monetary asset or non-monetary liability arising
from the advance consideration. If there are multiple payments or
receipts in advance, the Group determines the transaction date for
each payment or receipt of the advance consideration.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Cont’d)

FOREIGN CURRENCIES (Cont’d)

The functional currency of the Company, Dawnrays International Co.,
Ltd. (“Dawnrays (BVI)”), Dawnrays Biotechnology Capital (Asia)
Limited (“Dawnrays Biotechnology”), Dawnrays International
Company Limited (“Dawnrays International”) and Dawnrays Pharma
(Hong Kong) Limited (“Dawnrays Pharma”) (collectively the “Overseas
Companies”) is the Hong Kong dollar. As at the end of the reporting
period, the assets and liabilities of these companies are translated
into RMB at the exchange rate prevailing at the end of the reporting
period and their statements of profit or loss are translated into RMB
at the exchange rates that approximate to those prevailing at the
dates of the transactions. The resulting exchange differences are
recognised in other comprehensive income and accumulated in the
exchange fluctuation reserve. On disposal of a foreign operation, the
component of other comprehensive income relating to that particular
foreign operation is recognised in the statement of profit or loss.

Any goodwill arising on the acquisition of a foreign operation and any
fair value adjustments to the carrying amounts of assets and liabilities
arising on acquisition are treated as assets and liabilities of the

foreign operation and translated at the closing rate.

For the purpose of the consolidated statement of cash flows, the
cash flows of the Overseas Companies are translated into RMB at
the exchange rates ruling at the dates of the cash flows. Frequently
recurring cash flows of the Overseas Companies which arise
throughout the year are translated into RMB at the weighted average
exchange rate for the year.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 24 ERETTHREE (&)

(Cont’d)

REVENUE RECOGNITION

Revenue from contracts with customers

Revenue from contracts with customers is recognised when control
of goods or services is transferred to the customers at an amount
that reflects the consideration to which the Group expects to be
entitled in exchange for those goods or services.

When the consideration in a contract includes a variable amount, the
amount of consideration is estimated to which the Group will be
entitled in exchange for transferring the goods or services to the
customer. The variable consideration is estimated at contract
inception and constrained until it is highly probable that a significant
revenue reversal in the amount of cumulative revenue recognised will
not occur when the associated uncertainty with the variable

consideration is subsequently resolved.

When the contract contains a financing component which provides
the customer with a significant benefit of financing the transfer of
goods or services to the customer for more than one year, revenue
is measured at the present value of the amount receivable,
discounted using the discount rate that would be reflected in a
separate financing transaction between the Group and the customer
at contract inception. When the contract contains a financing
component which provides the Group with a significant financial
benefit for more than one year, revenue recognised under the
contract includes the interest expense accreted on the contract
liability under the effective interest method. For a contract where the
period between the payment by the customer and the transfer of the
promised goods or services is one year or less, the transaction price
is not adjusted for the effects of a significant financing component,
using the practical expedient in IFRS 15.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)
REVENUE RECOGNITION (Cont’d)
Revenue from contracts with customers (Cont’d)

(a

(b)

Sale of pharmaceutical products

Revenue from the sale of pharmaceutical products is
recognised at the point in time when control of the asset is
transferred to the customer, generally on delivery of the

pharmaceutical products.

Some contracts for the sale of pharmaceutical products
provide customers with rights of volume rebates. The rights of

volume rebates give rise to variable consideration.

Retrospective volume rebates may be provided to certain
customers once the quantity of products purchased during the
period exceeds a threshold specified in the contract. Rebates
are offset against amounts payable by the customer. To
estimate the variable consideration for the expected future
rebates, the most likely amount method is used for contracts
with a single-volume threshold. The requirements on
constraining estimates of variable consideration are applied
and a refund liability for the expected future rebates is
recognised.

Rendering of pilot test services
Revenue from the rendering of pilot test services is recognised
over time because the customer simultaneously receives and

consumes the benefits provided by the Group.

31 December 2021
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 24 ERETTHREE (&)

(Cont’d)

REVENUE RECOGNITION (Cont’d)

Other income

Rental income is recognised on a time proportion basis over the
lease terms. Variable lease payments that do not depend on an
index or a rate are recognised as income in the accounting period in
which they are incurred.

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

Dividend income is recognised when the shareholders’ right to
receive payment has been established, it is probable that the
economic benefits associated with the dividend will flow to the Group

and the amount of the dividend can be measured reliably.

CONTRACT LIABILITIES

A contract liability is recognised when a payment is received or a
payment is due (whichever is earlier) from a customer before the
Group transfers the related goods or services. Contract liabilities are
recognised as revenue when the Group performs under the contract
(i.e., transfers control of the related goods or services to the

customer).

INCOME TAX

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

Current income tax assets and liabilities are measured at the amount
expected to be recovered from or paid to the taxation authorities,
based on tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period, taking into
consideration interpretations and practices prevailing in the countries

where the Group operates.

Deferred tax is provided using the liability method on temporary
differences at the end of the reporting period between the tax bases
of assets and liabilities and their carrying amounts for financial
reporting purposes.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)
INCOME TAX (Cont’d)
Deferred tax liabilities are recognised for all taxable temporary

differences, except:

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

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

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

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

o in respect of deductible temporary differences associated with
investments in subsidiaries, deferred tax assets are recognised
only to the extent that it is probable that the temporary
differences will reverse in the foreseeable future and taxable
profit will be available against which the temporary differences
can be utilised.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 24 ERETTHREE (&)

(Cont’d)

INCOME TAX (Cont’d)

The carrying amount of deferred tax assets is reviewed at the end of
each reporting period and reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow all or
part of the deferred tax asset to be utilised. Unrecognised deferred
tax assets are reassessed at the end of each reporting period and
are recognised to the extent that it has become probable that
sufficient taxable profit will be available to allow all or part of the
deferred tax asset to be recovered.

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

Deferred tax assets and deferred tax liabilities are offset if and only if
the Group has a legally enforceable right to set off current tax assets
and current tax liabilities and the deferred tax assets and deferred
tax liabilities relate to income taxes levied by the same taxation
authority on either the same taxable entity or different taxable entities
which intend either to settle current tax liabilities and assets on a net
basis, or to realise the assets and settle the liabilities simultaneously,
in each future period in which significant amounts of deferred tax
liabilities or assets are expected to be settled or recovered.

GOVERNMENT GRANTS

Government grants are recognised at their fair value where there is
reasonable assurance that the grant will be received and all attaching
conditions will be complied with. When the grant relates to an
expense item, it is recognised as income on a systematic basis over
the periods that the costs, for which it is intended to compensate,
are expensed.

Where the grant relates to an asset, the fair value is credited to a
deferred income account and is released to the statement of profit or
loss over the expected useful life of the relevant asset by equal
annual instalments or deducted from the carrying amount of the
asset and released to the statement of profit or loss by way of a

reduced depreciation charge.

106 DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED 3E:8I%5 (128%) AR A 7

BiE ()

BELERBEENRAE  £SEREHART N
=B - BT BRIBEA B SRR A A
HERBEEEN 2D - BIFRRLERIE
BEREE - AEERECHREENSRE
HIAGETEE - WEATRER B HERBE
MR EHEECEHIRE ERE AR RER

BEEHBREEMABNREERRYARSE
MEHRBERERNRRFE  XURSHRE
REPHIARB EDEERNB R (RBE) BE

* o

ERAEEESE FOENITERN - ATEHEAREB
HEE AHHEA EREENIRE E MRIE
BIRAE - MAMMEHEAR—HEEELR
—REBERITRARBERZW - BZ TR
BEREERRBERAAARELHIAR
EFBEREARBECEHIREE R LAY E &
BN FEEEGEEANRIAREREE
IRABBEREENFERER  BETCHREE
MERTHARE T AL o

BTN A & B REHSESER - UKk
1 8 T FT A S R R AR ST B T ARER © fid
BRE—IRERAR  AZEBRERKAR X
2 B NE R ER R A -

MR E—IREERR - BIEARERAR
WA R B EENTE A EAFHAN
FRFCREBSRIFNREEREE © R
PIFERABERRR -



2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Cont’d)

EMPLOYEE BENEFITS

Retirement benefit schemes

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

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

Termination benefits
Termination benefits are recognised at the earlier of when the Group
can no longer withdraw the offer of those benefits and when the
Group recognises restructuring costs involving the payment of
termination benefits.

Accommodation benefits

Contributions to an accommodation fund administered by the Public
Accumulation Funds Administration Centre in Mainland China are
charged to the statement of profit or loss as incurred.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 24 ERETTHREE (&)

(Cont’d)

BORROWING COSTS

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

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

SHARE-BASED PAYMENTS

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

transactions”).

The cost of equity-settled transactions with eligible participants is
measured by reference to the fair value at the date at which they are
granted. The fair value is determined using the Black-Scholes-Merton
valuation model, further details of which are given in note 34 to the
financial statements.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Cont’d)

SHARE-BASED PAYMENTS (Cont’d)

The cost of equity-settled transactions is recognised in employee
benefit expense, together with a corresponding increase in equity,
over the period in which the performance and/or service conditions
are fulfilled. The cumulative expense recognised for equity-settled
transactions at each reporting date until the vesting date reflects the
extent to which the vesting period has expired and the Group’s best
estimate of the number of equity instruments that will ultimately vest.
The charge or credit to the statement of profit or loss for a period
represents the movement in cumulative expense recognised as at
the beginning and end of that period.

Service and non-market performance conditions are not taken into
account when determining the grant date fair value of awards, but
the likelihood of the conditions being met is assessed as part of the
Group’s best estimate of the number of equity instruments that will
ultimately vest. Market performance conditions are reflected within
the grant date fair value. Any other conditions attached to an award,
but without an associated service requirement, are considered to be
non-vesting conditions. Non-vesting conditions are reflected in the
fair value of an award and lead to an immediate expensing of an

award unless there are also service and/or performance conditions.

For awards that do not ultimately vest because non-market
performance and/or service conditions have not been met, no
expense is recognised. Where awards include a market or non-
vesting condition, the transactions are treated as vesting irrespective
of whether the market condition is satisfied, provided that all other
performance and/or service conditions are satisfied.

Where the terms of an equity-settled award are modified, as a
minimum an expense is recognised as if the terms had not been
modified, if the original terms of the award are met. An additional
expense is recognised for any modification that increases the total
fair value of the share-based payments, or is otherwise beneficial to
the participants as measured at the date of modification.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2.4 SRR E ()

110 DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED ZRES81%5 (12R%

(Cont’d)

SHARE-BASED PAYMENTS (Cont’d)

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

The dilutive effect of outstanding options is reflected as additional

share dilution in the computation of diluted earnings per share.

INVESTMENTS AND OTHER FINANCIAL ASSETS

Initial recognition and measurement

Financial assets are classified, at initial recognition, as subsequently
measured at amortised cost, fair value through other comprehensive

income, and fair value through profit or loss.

The classification of financial assets at initial recognition depends on
the financial asset’s contractual cash flow characteristics and the
Group’s business model for managing them. With the exception of
trade and notes receivables that do not contain a significant financing
component or for which the Group has applied the practical
expedient of not adjusting the effect of a significant financing
component, the Group initially measures a financial asset at its fair
value, plus in the case of a financial asset not at fair value through
profit or loss, transaction costs. Trade and notes receivables that do
not contain a significant financing component or for which the Group
has applied the practical expedient are measured at the transaction
price determined under IFRS 15 in accordance with the policies set
out for “Revenue recognition” above.

In order for a financial asset to be classified and measured at
amortised cost or fair value through other comprehensive income, it
needs to give rise to cash flows that are solely payments of principal
and interest (“SPPI”) on the principal amount outstanding. Financial
assets with cash flows that are not SPPI are classified and measured

at fair value through profit or loss, irrespective of the business model.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Cont’d)

INVESTMENTS AND OTHER FINANCIAL ASSETS (Cont’d)
Initial recognition and measurement (Cont’d)

The Group’s business model for managing financial assets refers to
how it manages its financial assets in order to generate cash flows.
The business model determines whether cash flows will result from
collecting contractual cash flows, selling the financial assets, or both.
Financial assets classified and measured at amortised cost are held
within a business model with the objective to hold financial assets in
order to collect contractual cash flows, while financial assets
classified and measured at fair value through other comprehensive
income are held within a business model with the objective of both
holding to collect contractual cash flows and selling. Financial assets
which are not held within the aforementioned business models are
classified and measured at fair value through profit or loss.

All regular way purchases and sales of financial assets are
recognised on the trade date, that is, the date that the Group
commits to purchase or sell the asset. Regular way purchases or
sales are purchases or sales of financial assets that require delivery
of assets within the period generally established by regulation or

convention in the marketplace.

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

Financial assets at amortised cost (debt instruments)

Financial assets at amortised cost are subsequently measured using
the effective interest method and are subject to impairment. Gains
and losses are recognised in the statement of profit or loss when the

asset is derecognised, modified or impaired.

Financial assets at fair value through other comprehensive income
(debt instruments)

For debt investments at fair value through other comprehensive
income, interest income, foreign exchange revaluation and
impairment losses or reversals are recognised in the statement of
profit or loss and computed in the same manner as for financial
assets measured at amortised cost. The remaining fair value changes
are recognised in other comprehensive income. Upon derecognition,
the cumulative fair value change recognised in other comprehensive
income is recycled to the statement of profit or loss.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 24 ERETTHREE (&)

(Cont’d)

INVESTMENTS AND OTHER FINANCIAL ASSETS (Cont’d)
Subsequent measurement (Cont’d)

Financial assets at fair value through other comprehensive income
(equity investments)

Upon initial recognition, the Group can elect to classify irrevocably its
equity investments as equity investments designated at fair value
through other comprehensive income when they meet the definition
of equity under IAS 32 Financial Instruments: Presentation and are
not held for trading. The classification is determined on an
instrument-by-instrument basis.

Gains and losses on these financial assets are never recycled to the
statement of profit or loss. Dividends are recognised as other income
in the statement of profit or loss when the right of payment has been
established, it is probable that the economic benefits associated with
the dividend will flow to the Group and the amount of the dividend
can be measured reliably, except when the Group benefits from such
proceeds as a recovery of part of the cost of the financial asset, in
which case such gains are recorded in other comprehensive income.
Equity investments designated at fair value through other

comprehensive income are not subject to impairment assessment.

Financial assets at fair value through profit or loss
Financial assets at fair value through profit or loss are carried in the
statement of financial position at fair value with net changes in fair
value recognised in the statement of profit or loss.

This category includes derivative instruments and equity investments
which the Group had not irrevocably elected to classify at fair value
through other comprehensive income. Dividends on equity
investments classified as financial assets at fair value through profit
or loss are also recognised as other income in the statement of profit
or loss when the right of payment has been established, it is
probable that the economic benefits associated with the dividend will
flow to the Group and the amount of the dividend can be measured
reliably.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)
INVESTMENTS AND OTHER FINANCIAL ASSETS (Cont’d)
Subsequent measurement (Cont’d)

Financial assets at fair value through profit or loss (Cont’d)

A derivative embedded in a hybrid contract, with a financial liability or
non-financial host, is separated from the host and accounted for as
a separate derivative if the economic characteristics and risks are not
closely related to the host; a separate instrument with the same
terms as the embedded derivative would meet the definition of a
derivative; and the hybrid contract is not measured at fair value
through profit or loss. Embedded derivatives are measured at fair
value with changes in fair value recognised in the statement of profit
or loss. Reassessment only occurs if there is either a change in the
terms of the contract that significantly modifies the cash flows that
would otherwise be required or a reclassification of a financial asset
out of the fair value through profit or loss category.

A derivative embedded within a hybrid contract containing a financial
asset host is not accounted for separately. The financial asset host
together with the embedded derivative is required to be classified in

its entirety as a financial asset at fair value through profit or loss.

DERECOGNITION OF FINANCIAL ASSETS

A financial asset (or, where applicable, a part of a financial asset or
part of a group of similar financial assets) is primarily derecognised
(i.e., removed from the Group’s consolidated statement of financial

position) when:

o the rights to receive cash flows from the asset have expired; or

° the Group has transferred its rights to receive cash flows from
the asset or has assumed an obligation to pay the received
cash flows in full without material delay to a third party under a
“pass-through” arrangement; and either (a) the Group has
transferred substantially all the risks and rewards of the asset,
or (b) the Group has neither transferred nor retained
substantially all the risks and rewards of the asset, but has
transferred control of the asset.
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114 bAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED ZRES81%5 (12R%

(Cont’d)

DERECOGNITION OF FINANCIAL ASSETS (Cont’d)

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

Continuing involvement that takes the form of a guarantee over the
transferred asset is measured at the lower of the original carrying
amount of the asset and the maximum amount of consideration that

the Group could be required to repay.

IMPAIRMENT OF FINANCIAL ASSETS

The Group recognises an allowance for expected credit losses
(“ECLs”) for all debt instruments not held at fair value through profit
or loss. ECLs are based on the difference between the contractual
cash flows due in accordance with the contract and all the cash
flows that the Group expects to receive, discounted at an
approximation of the original effective interest rate. The expected
cash flows will include cash flows from the sale of collateral held or

other credit enhancements that are integral to the contractual terms.

General approach

ECLs are recognised in two stages. For credit exposures for which
there has not been a significant increase in credit risk since initial
recognition, ECLs are provided for credit losses that result from
default events that are possible within the next 12 months (a
12-month ECL). For those credit exposures for which there has been
a significant increase in credit risk since initial recognition, a loss
allowance is required for credit losses expected over the remaining
life of the exposure, irrespective of the timing of the default (a lifetime
ECL).
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Cont’d)

IMPAIRMENT OF FINANCIAL ASSETS (Cont’d)

General approach (Cont’d)

At each reporting date, the Group assesses whether the credit risk
on a financial instrument has increased significantly since initial
recognition. When making the assessment, the Group compares the
risk of a default occurring on the financial instrument as at the
reporting date with the risk of a default occurring on the financial
instrument as at the date of initial recognition and considers
reasonable and supportable information that is available without
undue cost or effort, including historical and forward-looking
information.

For debt investments at fair value through other comprehensive
income, the Group applies the low credit risk simplification. At each
reporting date, the Group evaluates whether the debt investments
are considered to have low credit risk using all reasonable and
supportable information that is available without undue cost or effort.
In making that evaluation, the Group reassesses the external credit
ratings of the debt investments. In addition, the Group considers that
there has been a significant increase in credit risk when contractual

payments are more than 30 days past due.

The Group considers a financial asset in default when contractual
payments are 90 days past due. However, in certain cases, the
Group may also consider a financial asset to be in default when
internal or external information indicates that the Group is unlikely to
receive the outstanding contractual amounts in full before taking into
account any credit enhancements held by the Group. A financial
asset is written off when there is no reasonable expectation of
recovering the contractual cash flows.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 24 ERETTHREE (&)

(Cont’d)

IMPAIRMENT OF FINANCIAL ASSETS (Cont’d)

General approach (Cont’d)

Debt investments at fair value through other comprehensive income
and financial assets at amortised cost are subject to impairment
under the general approach and they are classified within the
following stages for measurement of ECLs except for trade
receivables and contract assets which apply the simplified approach
as detailed below.

Stage 1 —  Financial instruments for which credit risk has not
increased significantly since initial recognition and for
which the loss allowance is measured at an amount
equal to 12-month ECLs

Stage2 —  Financial instruments for which credit risk has
increased significantly since initial recognition but
that are not credit-impaired financial assets and for
which the loss allowance is measured at an amount
equal to lifetime ECLs

Stage 3 —  Financial assets that are credit-impaired at the
reporting date (but that are not purchased or
originated credit-impaired) and for which the loss
allowance is measured at an amount equal to lifetime
ECLs

Simplified approach

For trade and notes receivables that do not contain a significant
financing component or when the Group applies the practical
expedient of not adjusting the effect of a significant financing
component, the Group applies the simplified approach in calculating
ECLs. Under the simplified approach, the Group does not track
changes in credit risk, but instead recognises a loss allowance based
on lifetime ECLs at each reporting date. The Group has established
a provision matrix that is based on its historical credit loss
experience, adjusted for forward-looking factors specific to the
debtors and the economic environment.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Cont’d)

FINANCIAL LIABILITIES

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as loans and
borrowings and payables, as appropriate.

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

The Group’s financial liabilities include trade and notes payables,

other payables, lease liabilities and loans and borrowings.

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

Financial liabilities at amortised cost (loans and borrowings)

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

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

included in finance costs in the statement of profit or loss.

DERECOGNITION OF FINANCIAL LIABILITIES
A financial liability is derecognised when the obligation under the

liability is discharged or cancelled, or expires.

When an existing financial liability is replaced by another from the
same lender on substantially different terms, or the terms of an
existing liability are substantially modified, such an exchange or
modification is treated as a derecognition of the original liability and
the recognition of a new liability, and the difference in the respective
carrying amounts is recognised in the statement of profit or loss.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 24 ERETTHREE (&)

(Cont’d)

OFFSETTING OF FINANCIAL INSTRUMENTS

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

PROPERTY, PLANT AND EQUIPMENT AND DEPRECIATION
Property, plant and equipment, other than construction in progress,
are stated at cost less accumulated depreciation and any impairment
losses. When an item of property, plant and equipment is classified
as held for sale or when it is part of a disposal group classified as
held for sale, it is not depreciated and is accounted for in accordance
with IFRS 5, as further explained in the accounting policy for “Non-
current assets and disposal groups held for sale”. The cost of an
item of property, plant and equipment comprises its purchase price
and any directly attributable costs of bringing the asset to its working
condition and location for its intended use.

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

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

Leasehold improvements 3to 5 years
Buildings 20 to 25 years
Machinery and other equipment 51to 10 years
Office equipment 3 to 25 years

Motor vehicles 4 years
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Cont’d)

PROPERTY, PLANT AND EQUIPMENT AND DEPRECIATION
(Cont’d)

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

An item of property, plant and equipment including any significant
part initially recognised is derecognised upon disposal or when no
future economic benefits are expected from its use or disposal. Any
gain or loss on disposal or retirement recognised in the statement of
profit or loss in the year the asset is derecognised is the difference
between the net sales proceeds and the carrying amount of the
relevant asset.

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

NON-CURRENT ASSETS HELD FOR SALE

Non-current assets are classified as held for sale if their carrying
amounts will be recovered principally through a sales transaction
rather than through continuing use. For this to be the case, the asset
or disposal group must be available for immediate sale in its present
condition subject only to terms that are usual and customary for the
sale of such assets or disposal groups and its sale must be highly
probable. All assets and liabilities of a subsidiary classified as a
disposal group are reclassified as held for sale regardless of whether
the Group retains a non-controlling interest in its former subsidiary
after the sale.

Non-current assets (other than investment properties and financial
assets) classified as held for sale are measured at the lower of their
carrying amounts and fair values less costs to sell. Property, plant
and equipment and intangible assets classified as held for sale are
not depreciated or amortised.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 24 ERETTHREE (&)

(Cont’d)

INTANGIBLE ASSETS (OTHER THAN GOODWILL)

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

each financial year end.

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

accounted for on a prospective basis.

Research and development costs
All research costs are charged to the statement of profit or loss as
incurred.

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

is expensed when incurred.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 24 ERETTHREE (&)

(Cont’d)

INTANGIBLE ASSETS (OTHER THAN GOODWILL) (Cont’d)
Research and development costs (Cont’d)

Deferred development costs are stated at cost less any impairment
losses and are amortised using the straight-line basis over the
commercial lives of the underlying products commencing from the
date when the products are put into commercial production. The
estimated residual value is zero.

Category k=Pl

Patent and licence FEH &FFA]
Software g

Deferred development costs BIEF KA
Customer relationship PR

LEASES

The Group assesses at contract inception whether a contract is, or
contains, a lease. A contract is, or contains, a lease if the contract
conveys the right to control the use of an identified asset for a period

of time in exchange for consideration.

Group as a lessee

The Group applies a single recognition and measurement approach
for all leases, except for short-term leases and leases of low-value
assets. The Group recognises lease liabilities to make lease
payments and right-of-use assets representing the right to use the

underlying assets.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)
LEASES (Cont’d)
Group as a lessee (Cont’d)

(a

(b)
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Right-of-use assets

Right-of-use assets are recognised at the commencement
date of the lease (that is the date the underlying asset is
available for use). Right-of-use assets are measured at cost,
less any accumulated depreciation and any impairment losses,
and adjusted for any remeasurement of lease liabilities. The
cost of right-of-use assets includes the amount of lease
liabilities recognised, initial direct costs incurred, and lease
payments made at or before the commencement date less any
lease incentives received. Right-of-use assets are depreciated
on a straight-line basis over the shorter of the lease terms and
the estimated useful lives of the assets as follows:

Leasehold land Over the lease terms
Property 3to 5 years
If ownership of the leased asset transfers to the Group by the
end of the lease term or the cost reflects the exercise of a
purchase option, depreciation is calculated using the estimated
useful life of the asset.

Lease liabilities

Lease liabilities are recognised at the commencement date of
the lease at the present value of lease payments to be made
over the lease term. The lease payments include fixed
payments (including in-substance fixed payments) less any
lease incentives receivable, variable lease payments that
depend on an index or a rate, and amounts expected to be
paid under residual value guarantees. The lease payments also
include the exercise price of a purchase option reasonably
certain to be exercised by the Group and payments of
penalties for termination of a lease, if the lease term reflects the
Group exercising the option to terminate the lease. The variable
lease payments that do not depend on an index or a rate are
recognised as an expense in the period in which the event or
condition that triggers the payment occurs.

24 BEXEHBEREZE(B)

HE (&)
EEKBETAN (B)

(a)

(b)

EHELE

A EENEERMS B iR (BIRHE
ERIA R ) o A ERK AR A
REF T EREMBEEEFE  YHE
M EHEAGFELRE - EAREE
KABRECHEAMERBESRE EEW
VI8 BB AN A R P46 B 302 B < fF
Z SR R B YE 2 (AT &
B o EAREEEER A ERFS
(AEREERE) NIREREINENT ¢

]
t
&

GiE|
:

M
[1]
-F?
o
H
Ty

MRMEEENEEREEEHERE
BREAKEIRARRT BEEEFR
BT BIEREEMNGHERTHF
HTE -

HEAE
REERKAREAERRENNEER
REeBMREEREERE - HEMK
SREREEENFE(ZELEENRER)
R AE R FH BB FE MR IR - BURN — T8
FE BN = 1 m] B A0 B Y FRER A AR
FpEERERBHENNEE - HEN
REeERTERASESERETENE
BEEENITEE R RRAEE
TTER ILEEER  BRKEAERE
Ko HR I FEBURA $5 B K iy A]
HEMNRE EHRBENRNEH
R IR AR R o



2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)
LEASES (Cont’d)
Group as a lessee (Cont’d)

(b)

(c)

Lease liabilities (Cont’d)

In calculating the present value of lease payments, the Group
uses its incremental borrowing rate at the lease
commencement date because the interest rate implicit in the
lease is not readily determinable. After the commencement
date, the amount of lease liabilities is increased to reflect the
accretion of interest and reduced for the lease payments
made. In addition, the carrying amount of lease liabilities is
remeasured if there is a modification, a change in the lease
term, a change in lease payments (e.g., a change to future
lease payments resulting from a change in an index or rate) or
a change in assessment of an option to purchase the
underlying asset.

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption
to its short-term leases of machinery and equipment (that is
those leases that have a lease term of 12 months or less from
the commencement date and do not contain a purchase
option). It also applies the recognition exemption for leases of
low-value assets to leases of office equipment and laptop
computers that are considered to be of low value.

Lease payments on short-term leases and leases of low-value
assets are recognised as an expense on a straight-line basis

over the lease term.

31 December 2021
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 24 ERETTHREE (&)

(Cont’d)

LEASES (Cont’d)

Group as a lessor

When the Group acts as a lessor, it classifies at lease inception (or
when there is a lease modification) each of its leases as either an

operating lease or a finance lease.

Leases in which the Group does not transfer substantially all the risks
and rewards incidental to ownership of an asset are classified as
operating leases. When a contract contains lease and non-lease
components, the Group allocates the consideration in the contract to
each component on a relative stand-alone selling price basis. Rental
income is accounted for on a straight-line basis over the lease terms
and is included in revenue in the statement of profit or loss due to its
operating nature. Initial direct costs incurred in negotiating and
arranging an operating lease are added to the carrying amount of the
leased asset and recognised over the lease term on the same basis
as rental income. Contingent rents are recognised as revenue in the
period in which they are earned.

Leases that transfer substantially all the risks and rewards incidental
to ownership of an underlying asset to the lessee are accounted for
as finance leases.

IMPAIRMENT OF NON-FINANCIAL ASSETS

Where an indication of impairment exists, or when annual impairment
testing for an asset is required (other than inventories, financial
assets, deferred tax assets and non-current assets), the asset’s
recoverable amount is estimated. An asset’s recoverable amount is
the higher of the asset’s or cash-generating unit’s value in use and
its fair value less costs of disposal, and is determined for an individual
asset, unless the asset does not generate cash inflows that are
largely independent of those from other assets or groups of assets,
in which case the recoverable amount is determined for the cash-
generating unit to which the asset belongs. In testing a cash-
generating unit for impairment, a portion of the carrying amount of a
corporate asset (e.g., a headquarters building) is allocated to an
individual cash-generating unit if it can be allocated on a reasonable
and consistent basis or, otherwise, to the smallest group of cash-

generating units.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Cont’d)

IMPAIRMENT OF NON-FINANCIAL ASSETS (Cont’d)

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

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

TREASURY SHARES
Own equity instruments which are reacquired and held by the
Company or the Group (treasury shares) are recognised directly in
equity at cost. No gain or loss is recognised in the statement of profit
or loss on the purchase, sale, issue or cancellation of the Group’s
own equity instruments.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 24 ERETTHREE (&)

(Cont’d)
INVENTORIES
Inventories are stated at the lower of cost and net realisable value.

Costs incurred in bringing each product to its present location and

condition are accounted for as follows:

Raw materials Purchase cost on a weighted-average basis

Finished goods and  Cost of direct materials and labour and a
work in progress proportion of manufacturing overheads

based on the normal operating capacity but
excluding borrowing costs

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

CASH AND CASH EQUIVALENTS

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

demand and form an integral part of the Group’s cash management.

For the purpose of the consolidated statement of financial position,
cash and cash equivalents comprise cash on hand and at banks,
including time deposits, and assets similar in nature to cash, which
are not restricted or pledged as to use.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Cont’d)

PROVISIONS

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

When the effect of discounting is material, the amount recognised for
a provision is the present value at the end of the reporting period of
the future expenditures expected to be required to settle the
obligation. The increase in the discounted present value amount
arising from the passage of time is included in finance costs in the
statement of profit or loss.

A contingent liability recognised in a business combination is initially
measured at its fair value. Subsequently, it is measured at the higher
of (i) the amount that would be recognised in accordance with the
general policy for provisions above; and (i) the amount initially
recognised less, when appropriate, the amount of income
recognised in accordance with the policy for revenue recognition.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Cont’d)

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

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

and that person

M

(i)

(i)

or

has control or joint control over the Group;

has significant influence over the Group; or

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

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

M

(i)

(i)

(iv)

(vi)

(vii)

(viil)
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the entity and the Group are members of the same
group;

one entity is an associate or joint venture of the other
entity (or of a parent, subsidiary or fellow subsidiary of
the other entity);

the entity and the Group are joint ventures of the same
third party;

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

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

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

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

the entity, or any member of a group of which it is a part,
provides key management personnel services to the
Group or to the parent of the Group.
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2.4

2.5

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

DIVIDENDS

Final dividends are recognised as a liability when they are approved
by the shareholders in a general meeting. Proposed final dividends
and special dividends are disclosed in the notes to the financial
statements.

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

liability when they are proposed and declared.

SIGNIFICANT ACCOUNTING JUDGEMENTS,
ESTIMATES AND ASSUMPTIONS

The preparation of the Group’s financial statements requires
management to make judgements, estimates and assumptions that
affect the reported amounts of revenues, expenses, assets and
liabilities, and their accompanying disclosures, and the disclosure of
contingent liabilities. Uncertainty about these assumptions and
estimates could result in outcomes that require a material adjustment
to the carrying amounts of the assets or liabilities affected in the

future.

JUDGEMENTS

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

Development costs

Development costs are capitalised in accordance with the
accounting policy in note 2.4 to the financial statements. Initial
capitalisation of costs is based on management’s judgements that
technological and economic feasibility is confirmed, usually when a
product development project has reached a defined milestone
according to an established project management model.
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2.5 SIGNIFICANT ACCOUNTING JUDGEMENTS, 25 FEETHE - AT RER(E)

ESTIMATES AND ASSUMPTIONS (Cont’d)

ESTIMATION UNCERTAINTY

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

Variable consideration for volume rebates

The Group estimates variable consideration to be included in the
transaction price for the sale of pharmaceutical products with volume
rebates.

The Group’s expected volume rebates are analysed on a per
customer basis for contracts that are subject to a single volume
threshold. Determining whether a customer will likely be entitled to a
rebate depends on the customer’s historical rebate entitlement and

accumulated purchases to date.

The Group updates its assessment of expected volume rebates
monthly and the refund liabilities are adjusted accordingly. Estimates
of volume rebates are sensitive to changes in circumstances and the
Group’s past experience regarding rebate entitlements may not be
representative of customers’ actual rebate entitlements in the future.
As at 31 December 2021, the amount recognised as refund liabilities
was RMB12,133,000 (2020: RMB15,587,000) for volume rebates
which is set out in note 27 to the financial statements.

Provision for expected credit losses on trade receivables

The Group uses a provision matrix to calculate ECLs for trade and
notes receivables. The provision rates are based on days past due
for groupings of various customer segments that have similar loss
patterns (i.e., by customer type and ageing).

The provision matrix is initially based on the Group’s historical
observed default rates. The Group will calibrate the matrix to adjust
the historical credit loss experience with forward-looking information.
For instance, if forecast economic conditions (i.e., gross domestic
product) are expected to deteriorate over the next year which can
lead to an increased number of defaults in the finished drugs sector,
the historical default rates are adjusted. At each reporting date, the
historical observed default rates are updated and changes in the
forward-looking estimates are analysed.
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2.5 SIGNIFICANT ACCOUNTING JUDGEMENTS,

ESTIMATES AND ASSUMPTIONS (Cont’d)

ESTIMATION UNCERTAINTY (Cont’d)

Provision for expected credit losses on trade receivables (Cont’d)
The assessment of the correlation among historical observed default
rates, forecast economic conditions and ECLs is a significant
estimate. The amount of ECLs is sensitive to changes in
circumstances and forecast economic conditions. The Group’s
historical credit loss experience and forecast of economic conditions
may also not be representative of a customer’s actual default in the
future. The information about the ECLs on the Group’s trade and

notes receivables is disclosed in note 22 to the financial statements.

Net realisable value of inventories

Net realisable value of inventories is the estimated selling price in the
ordinary course of business less estimated selling expenses. These
estimates are based on the current market condition and the
historical experience of selling products of a similar nature. It could
change significantly as a result of changes in customer taste or
competitor actions. Management reassesses these estimates at
each reporting date.

Impairment of non-financial assets (other than goodwill)

The Group assesses whether there are any indications of impairment
for all non-financial assets (including the right-of-use assets) at the
end of each reporting period. Indefinite life intangible assets are
tested for impairment annually and at other times when such an
indicator exists. Other non-financial assets are tested for impairment
when there are indicators that the carrying amounts may not be
recoverable.

Impairment of goodwill

The Group determines whether goodwill is impaired at least on an
annual basis. This requires an estimation of the value in use of the
cash-generating units to which the goodwill is allocated. Estimating
the value in use requires the Group to make an estimate of the
expected future cash flows from the cash-generating units and also
to choose a suitable discount rate in order to calculate the present
value of those cash flows. The carrying amount of goodwill at 31
December 2021 was RMB241,158,000 (2020: RMB241,158,000).

Further details are given in note 17.
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2.5 SIGNIFICANT ACCOUNTING JUDGEMENTS,

ESTIMATES AND ASSUMPTIONS (Cont’d)

ESTIMATION UNCERTAINTY (Cont’d)

Deferred tax assets

Deferred tax assets are recognised for unused tax losses to the
extent that it is probable that taxable profit will be available against
which the losses can be utilised. Significant management judgement
is required to determine the amount of deferred tax assets that can
be recognised, based upon the likely timing and level of future
taxable profits together with future tax planning strategies. Further
details are contained in note 30 to the financial statements.

SEGMENT INFORMATION

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

a) 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 resource
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, non-lease-related finance costs, government grants,
dividend income, fair value gains from the Group’s financial
instruments, share of losses of an associate, as well as head office
and corporate expenses are excluded from such measurement.

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

Segment liabilities exclude interest-bearing bank and other
borrowings, tax payable, deferred tax liabilities and other unallocated
head office and corporate liabilities as these liabilities are managed
on a group basis.

Intersegment sales and transfers are transacted with reference to the
selling prices used for sales made to third parties at the then
prevailing market prices.
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SEGMENT INFORMATION (Cont’d)

Year ended 31 December 2021

Segment revenue
Sales to external customers
Intersegment sales

Segment results

Reconciliation:

Unallocated gains

Corporate and other unallocated
expenses

Finance costs (other than interest
on lease liabilities)

Profit before tax

Year ended 31 December 2020

Segment revenue
Sales to external customers
Intersegment sales

Segment results

Reconciliation:

Unallocated gains

Corporate and other unallocated
expenses

Finance costs (other than interest
on lease liabilities)

Profit before tax
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Intermediates

31 December 2021

THEEFR ()

Elimination of

RZB_—F+=-A=+—H

and bulk Finished intersegment
medicines drugs sales Total
R HEH
RIRHRIE 2% SEEEE mE
RMB’000 RMB’000 RMB’000 RMB’000
AR¥TR AR¥T T AR¥TT AR¥TR
156,003 1,009,152 - 1,165,155
59,560 1,855 (61,415) -
215,563 1,011,007 (61,415) 1,165,155
(2,296) 546,252 - 543,956
107,175
(211,268)
(540)
439,323
Intermediates Elimination of
and bulk Finished intersegment
medicines drugs sales Total
g K
N R B P DR E e
RMB’000 RMB’000 RMB’000 RMB’000
ARETTT ARBTT ARBTT ARETTT
200,214 824,056 = 1,024,270
54,797 = (54,797) =
255,011 824,056 (54,797) 1,024,270
2,608 473,286 = 475,894
34,237
(174,111)
(4,722)
331,298
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3.
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RZB-_—F+=-A=+—H

SEGMENT INFORMATION (Cont’d)

As at 31 December 2021

Segment assets

Reconciliation:

Assets held for sale

Corporate and other unallocated
assets

Total assets

Segment liabilities

Reconciliation:

Corporate and other unallocated
liabilities

Total liabilities

As at 31 December 2020

Segment assets

Reconciliation:

Corporate and other unallocated
assets

Total assets

Segment liabilities

Reconciliation:

Corporate and other unallocated
liabilities

Total liabilities
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3. 2EEHA)

Intermediates
and bulk
medicines
PR
RMB’000
ARBTR

1,141,107

94,263

362,776

Intermediates
and bulk
medicines
HfE RS
KR ¥ B2
RMB’000
ARBTFT

571,157

162,797

Finished
drugs

B B
RMB’000
AR®T

924,331

143,851

Finished
drugs

P BE
RMB’000
ARETT

851,658

126,857

Total

FLE
RMB’000
ARETF T

2,065,438

94,263

1,179,857

3,339,558

506,627

435,070

941,697

Total

G
RMB’000
ARBTT

1,422,815

1,480,920

2,903,735

279,654

440,489

720,143



SEGMENT INFORMATION (Cont’d)

Year ended 31 December 2021

Other segment information

Share of profits and losses of
associate

Impairment losses recognised/
(reversed) in the statement
of profit or loss

Depreciation and amortisation

Investments in associates

Capital expenditure

Asset held for sale

Year ended 31 December 2020

Other segment information

Share of profits and losses of
associate

Impairment losses recognised/
(reversed) in the statement
of profit or loss

Depreciation and amortisation

Investments in associates

Capital expenditure
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3. 2EEHA)

Intermediates

and bulk Finished
medicines drugs Others Total
TR
KRR 5% Hity e
RMB’000 RMB’000 RMB’000 RMB’000
ARMEF T ARBEF T ARBETT ARMET T
- - (46,418) (46,418)
405 (709) - (304)
10,590 46,955 - 57,545
- - 87,250 87,250
294,831 292,228 - 587,059
94,263 - - 94,263
Intermediates
and bulk Finished
medicines drugs Others Total
s
RRK P 2% HAh, mE
RMB’000 RMB’000 RMB’000 RMB’000
ARETT AREFT AREFT ARETT
- - (18,771) (18,771)
271) 2,708 - 2,437
17,572 42,012 - 59,584
= = 98,669 98,669
158,029 150,526 - 308,555
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3. SEGMENT INFORMATION (Cont’d) 3.

GEOGRAPHICAL INFORMATION

(@  Revenue from external customers

Mainland China FR B K
Other countries HER

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

(b)  Non-current assets
The Group’s operations are substantially based in Mainland
China and 98% of the non-current assets, excluding deferred
tax assets and an investment in an associate, of the Group are
located in Mainland China. Therefore, no further analysis of
geographical information is presented.

4. REVENUE, OTHER INCOME AND GAINS 4.

An analysis of the Group’s revenue is as follows:

Revenue from contracts with customers

KEEFEHZHA
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7 REFR (&)
WE DB
@ KEIEESHEA

2021 2020
—E-—F —ETF
RMB’000 RMB’000
AR®T R ARETTT
1,102,806 929,093
62,349 95,177
1,165,155 1,024,270
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2021

B —F
RMB’000
AR®TR
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2020
—E-FF
RMB’000
ARET T

1,024,270




4. REVENUE, OTHER INCOME AND GAINS (Cont’d)
REVENUE FROM CONTRACTS WITH CUSTOMERS

(i)

Disaggregated revenue information

For the year ended 31 December 2021

Segments

Types of goods or services
Sale of pharmaceutical products
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

7 A S AR A R A
BEEMHEE
1 (S B R S AR

KEEFEKZBEA

BT

SaE PN

HE xR

KEEFEAZBIA

LN

R—EREHEES
R — BB R AR

KEEFAHZHBEA
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B R SRR M EE
R-—ZE—_—4F+—_HA=+—H
4. WA - HW ARz (E)
REEFEAMZIRA
() PEUMAZH
BE_Z_—F+-A=+—HILEE

31 December 2021

Intermediates

and bulk Finished

medicines drugs Total
PR

RIERIZ PR EE my
RMB’000 RMB’000 RMB’000
AR®T R AR®T AR®TR
152,509 1,007,171 1,159,680
3,494 1,981 5,475
156,003 1,009,152 1,165,155
100,107 1,002,699 1,102,806
55,896 6,453 62,349
156,003 1,009,152 1,165,155
152,509 1,007,171 1,159,680
3,494 1,981 5,475
156,003 1,009,152 1,165,155
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4. REVENUE, OTHER INCOME AND GAINS (Cont’d)
REVENUE FROM CONTRACTS WITH CUSTOMERS (Cont’d)

(i)
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Disaggregated revenue information (Cont’d)
For the year ended 31 December 2020

Segments

Types of goods or services
Sale of pharmaceutical products
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

1 (S B R S AR
KEEFEKZBEA
BT

SiE PN

Hi B
KEEFPAHZHBEA
LN

R—ERBREEEY
R — BB R AR

KEEFPAHZHBEA

4. WA~ HIWA R W= ()

REEFEHZWA (&)
()  DFRAEF(E)
BE-_ZE-TEE+-_A=+—HIFE

Intermediates

and bulk Finished

medicines drugs Total
e A

K JRF X % B
RMB’000 RMB’000 RMB’000
ARETFT ARBTFT ARETT
195,630 824,056 1,019,686
4,584 - 4,584
200,214 824,056 1,024,270
107,518 821,575 929,093
92,696 2,481 95,177
200,214 824,056 1,024,270
195,630 824,056 1,019,686
4,584 - 4,584
200,214 824,056 1,024,270




4.

REVENUE, OTHER INCOME AND GAINS (Cont’d)
REVENUE FROM CONTRACTS WITH CUSTOMERS (Cont’d)

(i)

(i)

Disaggregated revenue information (Cont’d)

The following table shows the amounts of revenue recognised
in the current reporting period that were included in the
contract liabilities at the beginning of the reporting period and
recognised from performance obligations satisfied in previous
periods:

Notes to Financial Statements

PR AR BT RE

31 December 2021 HW-—ZE——4%+—-A=+—H

4. WA~ HRA R Wz ()
REFEFEHZBA ()

()

Revenue recognised that was included BREBHUFAESREED
in contract liabilities at the beginning B R
of the reporting period:
Sale of pharmaceutical products BLiEMES

Performance obligations
Information about the Group’s performance obligations is
summarised below:

Sale of pharmaceutical products

The performance obligation is satisfied upon delivery of the
pharmaceutical products and payment is generally due within
90 days from delivery, except for new customers, where
payment in advance is normally required. Some contracts
provide customers with volume rebates which give rise to
variable consideration subject to constraint.

(i)

DIMAER (B)
TRIIN AR E B ER BN S H
VEAGRAELIRBERECEITE

AEEBRN RS
2021 2020
—E-—F T EF
RMB’000 RMB’000
ARBFR ARBFIT
8,469 15,463

BRREEROETHNERBURLIT

BEERHE
BABEERINEEEmMETHK © 5K
BEERERORAIE  HEFK
S B REFERNRIA BOE
M TEPHENN EMEETER
HlEY AT ALME -
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4. REVENUE, OTHER INCOME AND GAINS (Cont’d) 4. WA~ EfR AR U E (48)
REVENUE FROM CONTRACTS WITH CUSTOMERS (Cont’d) REEFEFEHNZWA (])
(i) Performance obligations (Cont’d) (i)  JBHIE(E)

Rendering of pilot test services

The performance obligation is satisfied over time as services
are rendered and short-term advances are normally required
before rendering the services. Pilot test service contracts are
for periods of one year or less, or are billed based on the time
incurred.

The amounts of transaction price allocated to the remaining
performance obligations (unsatisfied or partially unsatisfied) as
at 31 December are as follows:

Amounts expected to be recognised BE SR ERRBRAR S
as revenue:
Within one year —F LA

All the amounts of transaction prices allocated to the remaining
performance obligations are expected to be recognised within
one year. The amounts disclosed above do not include variable
consideration which is constrained.
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4. REVENUE, OTHER INCOME AND GAINS (Cont’d) 4. WA -~ EbIg AR iR ()
2021 2020
—E—F —E-FF
RMB’000 RMB’000
ARETR ARETTT
Other income Hipg A
Bank interest income RITHI B UA 18,077 17,078
Government grants YRS 7,597 6,385
Loan interest income B RF BUA 1,735 -
Dividend income from financial assets NAREFEBEEEHT ABTZ
at fair value through profit or loss B A E MR B U A 414 382
Rental income HEUWA 281 124
Others Hi 600 1,823
28,704 26,292
Gains Wz
Gain on disposal of a subsidiary (note 40) & — B B R Bl A dEs (FiRE40) 99,069 =
Fair value gain on financial assets NAREFEBEESHTAEBR Y
at fair value through profit or loss, net PHEEEAL BN ' FE 5,560 11,741
Gain on sales of scrapped materials H & BE R A Y S 1,245 393
Foreign exchange gains, net M H e - FEE 997 -
Reversal of inventory provision SR R 304 -
107,175 12,134
135,879 38,426
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5. OTHER EXPENSES

Loss on disposal of items of property,
plant and equipment

Write-off of obsolete stocks

Donations

Impairment of intangible assets

Foreign exchange losses, net

Write-down of inventory provision

Others

6. FINANCE COSTS

Interest on bank loans wholly repayable
within five years

Interest on lease liabilities

Interest on discounted notes receivable

HEWE - BFE&ZREREB
Z B8

WIH BT E

B

EIEERE

PE &R - SRR

T 8 R A MOR

Hitp

6.

ARRFRTEEEN
RITERZHE

HEABZHE

FE WS RARIR 2 FI 8
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HibE A
2021 2020
—E-—F 2T F
RMB’000 RMB’000
AR®BTR ARET T
29,956 460
6,202 4,744
364 2,086
- 2,088
- 1,476
- 349
770 1,231
37,292 12,434
B8
2021 2020
—E-—F 2T F
RMB’000 RMB’000
AR®BTR ARET T
- 4,474
101 106
540 248
641 4,828




7.

PROFIT BEFORE TAX

The Group’s profit before tax is arrived at after charging/(crediting):

Cost of inventories sold*
Depreciation of property,

plant and equipment
Depreciation of right-of-use assets**
Research and development costs:

Amortisation of intangible assets

Current year expenditure

Lease payments not included in the
measurement of lease liabilities

Auditors’ remuneration:

Statutory audit service

Employee benefit expense (including
directors’ and chief executive
officer’s remuneration (note 8)):
Wages and salaries
Equity-settled share option expense
Retirement benefits
Accommodation benefits
Other benefits

BEEFEKRA”
WE - BB MREBTE

EREEENE
it oE e PR
AERXH

TEEHERENECES

ZHETNE
RTE R RS

BERMAX (BREFK
RE e (K8 -

TERF=

VA RS HE S A ) B B A A 52
BIREF

£

H b 4& 5
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PR AR BT RE

31 December 2021

7. BRBADEF
AEBARBADREN & GEA) TH%

RZB_—F+=-A=+—H

LT -
2021 2020
=F=—F —EEE
Notes RMB’000 RMB'000
i3 AR®F T ARETT
483,893 473,625
14 44,645 50,182
15 3,236 3,342
18 3,396 2,484
63,632 55,460
67,028 57,944
1,020 958
2,204 2,200
133,239 123,683
4,328 8,109
9,404 1,073
5,320 5,066
19,732 18,382
172,023 156,313
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7. PROFIT BEFORE TAX (Cont’d)
The Group’s profit before tax is arrived at after charging/(crediting):

(Cont’d)

Foreign exchange differences, net PEH =%« F5E

Impairment of intangible assets | EERE

(Reversal)/write-down of inventory TFE B CRED), MR
provision

Fair value gain on financial assets at AARErE A EEEFHF AEx
fair value through profit or loss, net ZHBEER BN - FE

Bank interest income AT A

Gain on disposal of a subsidiary HE—ERBA Rz Wz

Loss on disposal of items of property, &YX - HERFZHS
plant and equipment 15 B W EE

* The depreciation of RMB32,359,000 for the year (2020:
RMB38,293,000) is included in “Cost of sales”.

ke

The depreciation of right-of-use assets for the year is included in
“Administrative expenses” on the face of the consolidated statement of
profit or loss.

The amortisation of intangible assets amounted to RMB3,396,000

(2020: RMB2,428,000) for the year is included in “Cost of sales” on the
face of the consolidated statement of profit or loss.
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BRELADER (48)
AEBARBADREN & GEA) TH%

HIREE - (&)

Notes
P5E

4,5
18

4,5

Hk

2021 2020
—EZ-fF T EF
RMB’000 RMB’000
ARBT R ARBTT
(997) 1,476

- 2,088

(304) 349
(5,560) (11,741)
(18,077) (17,078)
99,069 -
29,956 460

REFEHEREHR ARKES32,359,000L(=ZF=
TF : AR38,293,0007T) Bat A [$HE K
NI

FANEREEEREFAGABEERN 1T
BEM] -

AN E A EE 6 H R A R ¥ 3,396,000 70
(ZZE=_ZTF : AR¥2,428,0007T) Bt AkR
HiEmAN [HERA] -



DIRECTORS’ AND CHIEF EXECUTIVE OFFICER’S

REMUNERATION

Notes to Financial Statements

PR AR BT RE

31 December 2021 HW-—ZE——4%+—-A=+—H

Directors’ and chief executive officer’s remuneration for the year,

disclosed pursuant to the Listing Rules, section 383(1)(a), (b), (c) and

(f) of the Hong Kong Companies Ordinance and Part 2 of the

Companies (Disclosure of Information about Benefits of Directors)

Regulation, is as follows:

Fees

Other emoluments:
Salaries, allowances and benefits in kind
Bonuses
Equity-settled share option expense
Pension scheme contributions

HAbFrB -

¥ ERNEWEN
VA RSCRE S A ) s AU AE 2
RIS B

(A) INDEPENDENT NON-EXECUTIVE DIRECTORS

The fees paid to independent non-executive directors during

the year were as follows:

Mr. Lo Tung Sing, Tony
Mr. EDE, Ronald Hao Xi
Ms. Lam Ming Yee, Joan

BRI E
EDE, Ronald Hao Xi %4
MR gL

There were no other emoluments payable to the independent

non-executive directors during the year (2020: Nil).

EERAEME

1R 15 b TR B R B8 A 75 B 5 383(1)(a) -
() * (0) & () EF IR 2 B 285 = 20 (B A28 &
EHRE) FRBEANEERARMENT -

2021 2020
—E-—F —ETF
RMB’000 RMB’000
AR®T R ARETTT
1,226 1,316
2,956 3,173
4,011 2,016
1,418 4,297

56 59

8,441 9,545
9,667 10,861

(A BIFHTES

RERBIIFNTESNRS D ¢

2021 2020
—E-—F —ETF
RMB’000 RMB’000
ARETR NG
299 321

299 321

299 321

897 963

REFWEENBIIFAITESNEM

e (—T_FF: 8)-
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8.

(B)

RZB-_—F+=-A=+—H

DIRECTORS’ AND CHIEF EXECUTIVE OFFICER’S 8. EERHAITME (8\)
REMUNERATION (Cont’d)
EXECUTIVE DIRECTORS, NON-EXECUTIVE DIRECTORS (B) H|ITEE - FHITEERER
AND THE CHIEF EXECUTIVE OFFICER
Salaries, Equity-
allowances settled Pension
and benefits share option scheme Total
Fees in kind Bonuses expense contributions remuneration
e R BUR B X A% Bk
wE  REYERN #®e MERERX BE LA [t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AR¥TRT AR®TR AR¥ETRT AR%Tr AR®Tn AR%TxR
2021 —E-—F
Executive directors: HAES:
Ms. Li Kei Ling THB LT 40 906 - - 19 965
Mr. Hung Yung Lai RREME LA 40 557 - - 19 616
Mr. Chen Shaojun (the MRABE A& (BH)*
chief executive officer)* - 1,493 4,011 1,418 18 6,940
80 2,956 4,011 1,418 56 8,521
Non-executive director: ERTES
Mr. Leung Hong Man 2EREL 249 - - - - 249
329 2,956 4,011 1,418 56 8,770
2020 “ECEf
Executive directors: HITES :
Ms. Li Kei Ling THBLZT 43 972 - - 20 1,035
Mr. Hung Yung Lai ARV LA 43 598 = = 20 661
Mr. Chen Shaojun (the BRABE LA (BH)
chief executive officer) - 1,603 2,016 4,297 19 7,935
86 3,173 2,016 4,297 59 9,631
Non-executive director: FRTES
Mr. Leung Hong Man REREAE 267 - - - - 267
353 3,178 2,016 4,297 59 9,898
* In February 2022, Mr. Chen Shaojun has resigned from his * RZZFZZFZR BAELEFRTIARRFHN

position as an executive director and the chief executive officer
of the Company as well as other directorships and general
manager at the subsidiary or associated company level of the

Company.

There was no arrangement under which a director waived or

agreed to waive any remuneration during the year.
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Notes to Financial Statements

FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year included the chief
executive officer and a director, details of whose remuneration are
set out in note 8 above. Details of the remuneration of the remaining
three (2020: three) non-director and non-chief executive highest paid

employees for the year are as follows:

Salaries, allowances and benefits in kind e 2R EYER
Equity-settled share option expense VA Psc e =2 45F i i A e el S
Pension scheme contributions ERE IR

The number of non-director and non-chief executive, highest paid
employees whose remuneration fell within the following bands is as

PR AR BT RE

31 December 2021 R-—ZT—_—&F+_-A=+—H
IluG=FHMES
FALUGRSFHNEERBEAR R —LES
®E 2 e BEER EXMEEs - s T =z (=
ToTF M) FERRFEARSEHIE
SBRFANHFMAT

2021 2020
—E-—F T EF
RMB’000 RMB’000
ARBFR ARBFIT

3,130 3,175

154 279

34 36

3,318 3,490

M BN F TIARNFERERIFHERES
HrEfE B AT -

follows:
Number of employees
EEAH

2021 2020
—E—fF —EEF
Nil to HK$1,000,000 T Z= 1,000,000 7T - -
HK$1,000,001 to HK$1,500,000 751,000,001 L2 %% 1,500,000 7T 2 3
HK$1,500,001 to HK$2,000,000 ¥ 1,500,001 7T 2 7% # 2,000,000 7T 1 -
3 8

During the year, no share option was granted to the three non-
director and non-chief executive highest paid employees in respect
of their services to the Group.

FA - ZRIEFRFEHESTHERLE

B8 182 55 7 7 S [ AR 7% T 26 4% - B A o
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10. RETIREMENT BENEFITS AND ACCOMMODATION

BENEFITS

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

As stipulated by the People’s Republic of China (the “PRC”) state
regulations, the Mainland China Subsidiaries participate in a defined
contribution retirement scheme. All employees are entitled to an
annual pension equal to a fixed proportion of the average basic
salary amount of the geographical area of their last employment at
their retirement dates. The Mainland China Subsidiaries are required
to make contributions to the local social security bureau at 16%
(2020: 16%) of the previous year’s average basic salary amount of
the geographical area where the employees are employed by the
Mainland China Subsidiaries.

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

According to relevant rules and regulations of the PRC, the Mainland
China Subsidiaries and their employees are each required to make
contributions to an accommodation fund 8% to 10% (2020: 8% to
10%) of the salaries and wages of the employees which is
administered by the Public Accumulation Funds Administration
Centre. There is no further obligation on the part of the Group except
for such contributions to the accommodation fund.

As at 31 December 2021, the Group had no significant obligations

apart from the contributions as stated above.
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11.

INCOME TAX
The major components of income tax expense for the years ended
31 December 2021 and 2020 are:

Current income tax & BT S R
Charge for the year AEEZH
Overprovision in prior years BEFEHBERE
Deferred income tax (note 30) EIERIA (M 5E30)
Total tax charge for the year REEMBR HERE

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

The subsidiaries incorporated in the British Virgin Islands (the “BVI”)
are not subject to income tax, as these subsidiaries do not have a
place of business (other than a registered office only) or carry out any
business in the BVI.

Notes to Financial Statements

11.

MR
31 December 2021 R-Z——F¢+_-A=+—H
Fris®t
HET - FRZF-_FF+-A=+—8H
IEFEMSHEEMEZARLIAT

2021 2020
—E-—F —ETF
RMB’000 RMB’000
AR®T R ARETTT

78,704 69,980

520 1,170
5,936 (4,645)
85,160 66,505

BEFASEHSMBHREE(—NINEEFTR)
F6i5 ARAEERFAESRITEHBERE
MBI EEAEHARAREEBNME R
A WA WERSIBE R o HAR AW A
BH_ZEZE_FT+AN\NBRER=_TF-H
bt - AR RIBAAT o

P M R R B B A M A SZ 0 P B 1 BB R4
MRS RZMBARRRBHER RS
EEFME (MM BERIN) REEEMZE
7 o
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11.

R=ZBE-_—F+=-A=+—H

INCOME TAX (Cont’d)

The Hong Kong subsidiaries are subject to tax at a statutory profit
tax rate of 16.5% (2020: 16.5%) under the income tax rules and
regulations of Hong Kong. No provision for Hong Kong profits tax
has been made as the Group had no assessable profits arising in its
respective Hong Kong subsidiaries during the year (2020: Nil).

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

On 21 October 2008, Suzhou Dawnrays Pharmaceutical Co., Ltd.
(“Suzhou Dawnrays Pharmaceutical”) was qualified as a High-New
Technology Enterprise (“HNTE”) of Jiangsu Province. As a result,
Suzhou Dawnrays Pharmaceutical had been entitled to a
concessionary rate of income tax at 15% for three years
commencing on 1 January 2008 and would apply for renewal of the
qualification every three years.

On 2 December 2019, Fujian Dawnrays Pharmaceuticals Co., Ltd.
(“Fujian Dawnrays”) was qualified as a HNTE of Fujian Province. As a
result, Fujian Dawnrays has been entitled to a concessionary rate of
income tax at 15% for three years commencing on 1 January 2019
and would apply for renewal of the qualification every three years.

All other subsidiaries in Mainland China were subject to corporate

income tax at a rate of 25% in 2021.
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11.

INCOME TAX (Cont’d)

A reconciliation of the tax expense applicable to profit before tax at
the statutory rate for the country or jurisdiction in which the Company
and the majority of its subsidiaries are domiciled to the tax expense
at the effective tax rate, and a reconciliation of the applicable rate to
the effective tax rate, are as follows:

Profit before tax A A
At the PRC’s statutory rate ¥ R B VA T B 2R

Tax effect of profits entitled to tax concession A] ZFIEE R
or lower tax rate enacted by local authorities
Effect of withholding tax at 5% on the

distributable profits of the Group’s Z 5% AT E
PRC subsidiaries

Adjustments in respect of current income tax 7 BB HAR & HAFR 1S
of previous periods

Expenses not deductible for tax TR 2 sz

Tax credit for qualified research and

development costs E RIS
Tax losses not recognised RIERIBEE

Tax losses utilised from previous periods

Tax charge at the Group’s effective rate

MR LA BT E AT 0T R B 18

BAEEERHEHES H

Notes to Financial Statements
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31 December 2021 HW-—ZE——4%+—-A=+—H

1. FiE%i (&)
3 P A BR B AT S AR X B R B AR Y BB
ARIFMER EAER AT R ERAE 2B
STHENAERHEEFE BB HEER - UK
ERABEEEE R R HERMT

Ut ) 3K & Ho A
BEITRERE 2 HISTE
= [ P B B B A B 2 BT o B R

& DNETHIBR (R BB 3 A AR

2021 2020
:g:_qi —7—7$
RMB’000 RMB’000
ARBT R AREFTT
439,323 331,298
109,831 82,825
(63,253) (36,023)
17,745 15,126
S R
520 1,170
8,617 5,231
(8,801) 6,179)
20,629 5,652
(128) (1,297)
85,160 66,505

— = —

=
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12. DIVIDENDS 12. BRE
2021 2020
—E-—F —ETF
RMB’000 RMB’000
ARETR ARETTT
Interim — HK$0.015 (2020: HK$0.015) FREARS B - EIREEATER0.015 7T
per ordinary share ZZE-FF  B%0.0157L) 18,600 20,254
Proposed final — HK$0.065 (2020: HK$0.05) #ERAHIAR S, « X E @A
per ordinary share 7E#0.065 L (ZE T4 -
B ¥ 0.057T) 79,355 62,655
Proposed special — Nil (2020: HK$0.05) per  #0REFRIAL S « AL @AL &
ordinary share —ZT-FF : B¥0.057T) - 62,665
97,955 145,564
The proposed final dividend for the year is subject to the approval of AFFEEIRENRBREFTHFARQBBRERRK
the Company’s shareholders at the forthcoming annual general REAFAREMB
meeting.
13. EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY 13. BAREBARERFEARESRER

EQUITY HOLDERS OF THE PARENT

The calculation of basic earnings per share is based on the profit for
the year attributable to ordinary equity holders of the parent, and the
weighted average number of 1,497,543,000 shares (2020:
1,544,589,000 shares) in issue during the year.

The calculation of diluted earnings per share is based on the profit
for the year attributable to ordinary equity holders of the parent. The
weighted average number of ordinary shares used in the calculation
is the number of ordinary shares in issue during the year, as used in
the basic earnings per share calculation, and the weighted average
number of ordinary shares assumed to have been issued at no
consideration on the deemed exercise or conversion of all dilutive
potential ordinary shares into ordinary shares.
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13. EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY 13.

Notes to Financial Statements
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SRAEBERESKEARGERER

EQUITY HOLDERS OF THE PARENT (Cont’d) (&)
The calculations of basic and diluted earnings per share are based THAEAEFTESRERBN REEEEREA
on: MEVEUE -
2021 2020
—B—F —EEF
RMB’000 RMB’000
ARETR ARBT T
Earnings R
Profit attributable to ordinary equity holders &I A Bl & @Rz E A
of the parent FE(EE T 358,175 268,130
Number of shares
ROEE
2021 2020
—B-—F —TTF
Thousands Thousands
Fix Tz
Shares idn)
Weighted average number of ordinary shares 5t &% 3= 7K 22 F BT 5% F 45 1
in issue during the year used in the basic BRI T AR INE T8
earnings per share calculation 1,497,543 1,544,589
Effect of dilution — weighted average number EEER 2 — HnfEF15
of ordinary shares: TmARAREN
Share options B 10,337 946
1,507,880 1,645,535
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RZZ=_—F+=A=+—8H

14. PROPERTY, PLANT AND EQUIPMENT 14. % - BRERXME
Machinery
Leasehold and other Office Motor
improvements Buildings equipment equipment vehicles Total
HEEE BER
HRIB gF HitkE  BOZERBE AE Eok
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARETT ARETT ARETT ARETT ARET:R
Cost: B
As at 1 January 2020 R-E-E&-f—H 108 309,562 688,802 15,077 19,933 1,033,482
Additions NE - - 5,826 773 267 6,866
Transferred from construction TR TiIRE R (K 16)
in progress (note 16) 5,868 99 27,989 485 75 34,516
Disposals HE - (126) (6,155) (B511) (2,667) (9,459
Exchange realignment 0 5 AR - (288) 1 (96) (35) (418)
As at 31 December 2020 RZZZBF+-A=1-H 5,976 309,247 716,463 15,728 17,578 1,064,987
As at 1 January 2021 R-E-_-%-F—H 5,976 309,247 716,463 15,728 17,573 1,064,987
Additions NE 629 7,166 7,051 1,268 928 17,042
Transferred from construction R TiRER (M5 16)
in progress (note 16) - - 8,480 246 - 8,726
Disposal of a subsidiary HE—HHBAR - (25,883) (53,153) (2,025) (1,108) (82,169)
Disposals HE - (3,029) (67,037) (344) (2,859) (73,269)
Held for sale FLE - (43,976) (16,026) (816) (180) (60,998)
Exchange realignment gL (18) (109) (6) (12) (19) (158)
As at 31 December 2021 R-Z=--f+=-A=+-H 6,587 243,416 595,772 14,045 14,341 874,161
Accumulated depreciation and AT EREE -
impairment:
As at 1 January 2020 R-E-_EF-F—H - 137,334 405,935 11,028 16,353 570,650
Depreciation provided for the year FRITERE 591 13,566 33,815 1,056 1,154 50,182
Disposals HE - - (5,414) 4593) (2,400) (8,267)
Exchange realignment [E 5 A% = (84) - (58) (29) ()
As at 31 December 2020 W-Z-ZE+-A=1+-H 591 150,816 434,336 11,573 15,078 612,394
As at 1 January 2021 R=Z=--%-F-H 591 150,816 434,336 11,573 15,078 612,394
Depreciation provided for the year FRITERE 2,981 9,937 30,333 1,002 392 44,645
Disposal of a subsidiary HE—HBAR - (19,129) (46,133) (1,748) (997) (68,007)
Disposals HE - (1,376) (38,059) (287) (2,424) (42,146)
Held for sale HHE - (19,215) (9,645) (583) (142) (29,585)
Exchange realignment [ 5 A% (6) (36) 5 (12) (1) (70)
As at 31 December 2021 R=-B=-F+=A=+—-H 3,566 120,997 370,827 9,945 11,896 517,231
Net book value: REFE -
As at 31 December 2021 R-Z--F+=-A=1+-H 3,021 122,419 224,945 4,100 2,445 356,930
As at 31 December 2020 R-E-2F+=-A=+—-H 5,385 158,431 282,127 4,155 2,495 452,593
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15. LEASES 15. #HE
THE GROUP AS A LESSEE REBEEREEA
The Group has lease contracts for various items of property and AEBEREESERFERNSEVERRAE
office equipment used in its operations. Lump sum payments were HENHEESD - DRATEDR — X FAR
made upfront to acquire the leased land from the owners with lease BEERERERA40E0FMWHEE 1 -
periods of 40 to 50 years, and no ongoing payments will be made WEREEL T HAENKRTSHEREN
under the terms of these land leases. Leases of office buildings R WABHEERBERIESF - PAE
generally have lease terms between 3 and 5 years. Office equipment RENHEEREE A 12MEAKE LR ER
generally has lease terms of 12 months or less and/or is individually BERK - —RMs @ A5E A [RAREB N
of low value. Generally, the Group is restricted from assigning and INNTEERDHEBEERE -
subleasing the leased assets outside the Group.
(a)  Right-of-use assets (@ EFAREE
The carrying amounts of the Group’s right-of-use assets and FRNRSE FREESEREBERE
the movements during the year are as follows: RN
Leasehold Office
land buildings Total
HELTH# A B
RMB’000 RMB’000 RMB’000
ARETT ARBFIT ARETT
As at 1 January 2020 RZEBE-_ZTF—H—H 103,809 2,714 106,523
Additions NE 23,150 - 23,150
Depreciation charge e (2,699) (643) (3,342)
Exchange realignment fE 5, 8 (1,778) - (1,778)
As at 31 December 2020 N-ZE-_ZTF+-_A=+—H
and 1 January 2021 RZZE-_—%—H—H 122,482 2,071 124,553
Additions NE - 502 502
Held for sale FHE (6,968) - (6,968)
Disposal of a subsidiary HE—RNEAR (3,423) - (3,423)
Depreciation charge FrEMR (2,535) (701) (3,236)
Exchange realignment ER I (673) - (673)
As at 31 December 2021 R-_EBE-_—F+-_A=+—H 108,883 1,872 110,755
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15. LEASES (Cont’d) 15. #HE (&)
THE GROUP AS A LESSEE (Cont’d) REBEEREEA (F)
(b)  Lease liabilities (b) HEEE

The carrying amount of lease liabilities and the movements

during the year are as follows:

FAREE 2 HERBREERZEH N
T~

2021 2020
—E-—F —E-FF
RMB’000 RMB’000
ARETR ARETTT
Carrying amount at 1 January R—HA—RBZRHEE 2,949 2,907
New leases e 502 -
Accretion of interest recognised FRERTH MR
during the year 101 106
Covid-19-related rent concessions AR Covid-19 4878
from lessors HEeBER (1) ()
Payments B (1,044) (89)
Carrying amount at 31 December R+ A=+—HZEEE 2,507 2,949
Analysed into: DT
Current portion mehEl o 980 924
Non-current portion FETRENEL D 1,527 2,025

The maturity analysis of lease liabilities is disclosed in note 38

to the financial statements.

The Group has applied the practical expedient to all eligible

rent concessions granted by the lessors for leases of certain

office buildings during the year.
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15. LEASES (Cont’d)
THE GROUP AS A LESSEE (Cont’d)

(c) The amounts recognised in profit or loss in relation to leases (@)

are as follows:

Notes to Financial Statements
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15. #HE (&)
AEMEREBA (H)

PiEmh ER A SR RIEN T

2021 2020
—EZ-fF T EF
RMB’000 RMB’000
ARETT ARET T
Interest on lease liabilities HEBENE 101 106
Depreciation charge of right of-use assets {FREEEHT &R 3,236 3,342
Expense relating to leases of B HAEEENRY
short-term leases 1,020 958
Covid-19-related rent concessions A A SR £ Covid-19 48R
from lessors HeE=E (1) (5)
Total amount recognised in profit or loss 1825 /R fER K IE 4B 50 4,356 4,401
16. CONSTRUCTION IN PROGRESS 16. EEIRE
2021 2020
—EBE—-fF —ECEF
RMB’000 RMB’000
ARETT AREET T
As at 1 January R—HA—H 204,803 26,945
Additions INE 479,554 213,338
Transferred to property, plant and AW - BB RERE(WE14)
equipment (note 14) (8,726) (34,516)
Disposals HE (430) (964)
As at 31 December Nt+t=—B=+—H 675,201 204,803
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IMPAIRMENT TESTING OF GOODWILL

Goodwill acquired through business combinations is allocated to the
Fujian Dawnrays unit as the cash-generating unit for impairment
testing.

The recoverable amount of the Fujian Dawnrays unit has been
determined based on a value in use calculation using cash flow
projections based on financial budgets covering a five-year period
approved by senior management. The discount rate applied to the
cash flow projections was 17% (2020: 17%) and the cash flows
beyond the five-year period were extrapolated using a terminal
growth rate of 3% (2020: 3%), which was the same as the long term

average growth rate of the pharmaceutical industry.
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17. GOODWILL 17. B2
RMB’000
ARETTT
At 1 January 2020 and 31 December 2020: RZZEZZF—H—HK
—E-_TFE+—A=+—8:
Cost DE 241,158
Accumulated impairment Z2EHRE =
Net carrying amount REFE 241,158
Cost at 1 January 2021, net of accumulated impairment RA-—ZT = —F—H— B Z kK4 -
MR REHRIER FHE 241,158
Cost and net carrying amount at 31 December 2021 R —F+_A=+—H
Z A R AR TEFHE 241,158
At 31 December 2021: RZB-_—F+-_A=+—Q:
Cost [N 241,158
Accumulated impairment 2FEE =
Net carrying amount REDFE 241,158

AR AR
BREBAHESNHESEERERNEM
EREELEBLETRERR -

BRI B IR El S SRR R PR A A
WANT  ZHEARENERE RIS
BERFENMBEERRAR S RERET
H o ERRRSREEANERER17% (=
ToTE7%)  MAFHAENRSRE
FRs% (=TT 3%) MAARERE
B - 0 R ST R R T 918 R AR
A o



17. GOODWILL (Cont’d)

IMPAIRMENT TESTING OF GOODWILL (Cont’d)

Assumptions were used in the value in use calculation of the Fujian
Dawnrays unit for 31 December 2021. The following describes each
key assumption on which management has based its cash flow
projections to undertake impairment testing of goodwiill:

Revenue —The basis used to determine the budgeted revenue is
based on the management’s expectation of the future sales of drugs.
The compound growth rate of revenue was estimated based on
information available at the time of assessment, disregarding
information that became available after the assessment. Such
information includes current industry overview and estimated market
development.

Budgeted gross margins — The basis used to determine the value
assigned to the budgeted gross margins is the average gross
margins achieved in the three years immediately before the budget
year, increased for expected efficiency improvements, and expected
market development.

Discount rates — The discount rates used are before tax and reflect

specific risks relating to the relevant unit.

The values assigned to the key assumptions on market development
of finished drugs and discount rates are consistent with external
information sources.

The management of the Group assessed that any reasonably
possible change in any of these assumptions would not cause the
carrying amount of the Fujian Dawnrays unit to exceed its respective
recoverable amount as at 31 December 2021.
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17. & (&)

AR AR ()

TR H+ A=+ HOBERKEM
MEREEFETER THRR - A THLTE
BEENERSREFIETEHERENRN
FERESIRER

KA — AREERERANEREEEEY
RREDHENTRY - WANESERERER
ERHEE A B S HE B - TEEERA
ESNER - ELEREBEEMNITEERM
AETAMHER

REEFFE — BEEMNEZERBEERESF
B 2RI =FNFHENX - il B AR E
HEMARATLERME RS °

MEFE — ERANMRXENAA - I B RKR
TEBEEMA BN ERR

PREEmIHE R MR XNARERMARESR

SNERE R AR — 2L

AEEEEEN G EAZERKVEMSE
AREEHHITSEHRERRELUN _F——
FH-A=t—HAnRAERREATEKEHE -

ANNUAL REPORT 2021 === —4 4 159



Notes to Financial Statements

BA R AR BT RE

31 December 2021 W—ZT—-——#+—-HA=+—H

18. OTHER INTANGIBLE ASSETS 18. HihBEEE
2021 2020
2-f Z3C%E
Deferred Deferred
development  Patentand Customer Oevelopment Customer
costs* licence Software  relationship Total costs Software relationship Total
BERZAX  EAAGT Bt EFBfR g ETRENA it ZPBE 2%
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AR®TR  AR®TR AR%Tn  ARETR ARMTr  ARETn  ARETR  ARETR  ARETR
Cost: A
Asat 1 January R-A-H 208,713 - 18,173 24173 251,059 158,776 2975 24,173 185,924
Addftions e 49,804 40,000 157 - 89,961 49937 15,264 - 65,201
Disposals hrt=4 - - - - - - (66) - (66)
Held for sale e - - 231) - 231) - - = =
As at 31 December W+=B=t+-8 258,517 40,000 18,099 24,173 340,789 208,713 18,173 24173 261,059
Accumulated amortisationand ~ ZiHE#HRE(E :
impairment:
Asat 1 January R-A-H 38,178 - 2,136 4,029 44343 33,606 1,043 1,612 36,261
Amortisation provided during the year &7y 5 3,39 2,667 1,184 2417 9,664 2,484 1,159 2417 6,060
Impaiment during the year FREE - - - - - 2,088 - - 2,088
Disposals k=4 - - - - - - (66) - (66)
Held for sale fiLE - - 231) - 231) - - - -
As at 31 December W+=B=t+-8 41,574 2,667 3,089 6,446 53,776 38178 2,136 4,029 44343
Net book value: BEFE:
As at 31 December ®+=A=t+-H 216,943 37,333 15,010 17,721 287,013 170,535 16,037 20,144 206,716
Asat 1 January ®-A-H 170,535 - 16,037 20,144 206,716 125,170 1,932 22,561 149,663

The deferred development costs amounting to RMB189,026,000
has not been yet available for use as at 31 December 2021 (2020:

RMB150,331,000).
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19.

INVESTMENT IN AN ASSOCIATE

Share of net assets A FEE
Goodwill on acquisition U B B )

Dawnrays Biotechnology, a wholly-owned subsidiary of the Group,
and Zhongshan KF entered into an agreement to establish a joint
venture, AD Pharmaceuticals Co., Ltd. (“AD Pharmaceuticals”) to
co-develop innovative therapies. The total investment amount
injected to AD Pharmaceuticals was RMB343,470,000,
RMB185,000,000 of which shall be subscribed by Dawnrays
Biotechnology. Dawnrays Biotechnology injected RMB150,000,000
capital from 2017 to 2020, and RMB35,000,000 in 2021.

Particulars of the material associate as at 31 December 2021 are as

Notes to Financial Statements
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RZZE——F+=A=+—H
19. RA—EBEQRZRE

31 December 2021

2021 2020
—E-—F —ETF
RMB’000 RMB’000
AR®T R ARETTT
23,046 34,465
64,204 64,204
87,250 98,669

REE2EMBARRKEY RFIWLELFT
VEEMBERRNAERAIRBE S (ER)
BEEARAB(EMRT D AXRREA
ML FERBRINBIREBEAARKE
343,470,0007T * & A K ¥k 185,000,000 7T #%
CHRINEDARE - RInEMHR T —LF =
T -TFRAEAR AR 150,000,000 7T K&
MRZZE - —FHK AE AR AR 35,000,000 7T °

R-ZE-—F+_A=1+—HEEHL N

follows: BT
Place of Percentage of
incorporation/ ownership interest
registration attributable
Name and business to the Group Principal activities
rEBELEERE
£ A ERRCE R EEEIE TEER
AD Pharmaceuticals Co., Ltd.  Mainland China 35 Research and development of

FRRTT (BR)BEERDR PEKE

biotechnology and
bio-pharmaceutical products
A DRI R A W B B R B
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INVESTMENT IN AN ASSOCIATE (Cont’d)

The following table illustrates the summarised financial information in

19.

respect of AD Pharmaceuticals Co., Ltd. adjusted for any differences

in accounting policies and reconciled to the carrying amount in the

financial statements:

Current assets
Non-current assets
Current liabilities
Non-current liabilities

Net assets

Reconciliation to the Group’s interest
in the associate:
Proportion of the Group’s ownership
Group’s share of net assets of the associate,
excluding goodwill
Goodwill on acquisition

Carrying amount of the investment

Revenue
LLoss for the year

MBEE
FRBEE
mEAE
FRBAE

AEEGEEELA

SEREBMERRFEE
(TREFE)

Y B By By P

REMREE

WA
REEER
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19. R—EBERTZRE (4

TRINF SRR EMER LRI R
BHRERANREESRNERR (BR)BEE

et /]

RARIMBISERHE
2021 2020
—E-—F —ETF
RMB’000 RMB’000
AR®BTR ARET T
173,298 15,092
226,060 124,573
(90,591) (41,105)
(242,920) (90)
65,847 98,470
35% 35%
23,046 34,465
64,204 64,204
87,250 98,669
(132,623) (53,631)




20. LOAN TO AN ASSOCIATE

21.

Loan to an associate EBEHF LN T

In April and May 2021, Dawnrays Biotechnology provided an
unsecured interest-bearing loan to AD Pharmaceuticals for a total of
RMB84,000,000 with an interest rate of 3.5% per annum for a term
of five years in order to finance the business operation and clinical
development of AD Pharmaceuticals. RMB35,000,000 of the loan
has been repaid in October 2021. The carrying amount of the loan
also includes accrued interests due from AD Pharmaceuticals. As at

31 December 2021, the loss allowance was assessed to be minimal.

INVENTORIES

Raw materials R AT #
Work in progress R m
Finished goods BURY fh
Less: Provision B e

Notes to Financial Statements
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20. EXRT—EB=NFT

2021 2020
—E-—F —ETF
RMB’000 RMB’000
AR® TR ARETTT

50,110 =

R_ZE_—FWMARRA  BRIgEWATRE
BRFHEBELERBARAEREES  ME
MESEHR - EEEFFEREREARE
84,000,0007T * FHEA3.5%  EREIALF o
AR 35,000,000 TERER =T =—F+ A
BE BEXNEEETEERMRSMRAE
RABE - RZBEZ—F+ZA=+—0 &
B BB BT AR o

21. B8

2021 2020
—E-—F T -FF
RMB’000 RMB’000
AR®T ARET T
79,242 74,454
55,184 42,080
73,071 135,655
207,497 252,189
(4,021) (6,161)
203,476 246,028
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22. TRADE AND NOTES RECEIVABLES

Trade receivables JEWE 558
Notes receivable FE W R B FIR
Impairment A

Notes:
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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. Each customer has a credit limit. The Group seeks to
maintain strict control over its outstanding receivables and has a credit
control department to manage credit risk. Overdue balances are
reviewed regularly by senior management. In view of the
aforementioned and the fact that the Group’s trade receivables relate
to a large number of diversified customers, there is no significant
concentration of credit risk. Trade and notes receivables are non-
interest-bearing.

An ageing analysis of the trade receivables as at the end of the
reporting period, based on the invoice date and net of loss allowance,
is as follows:

Trade receivables R E 538
Outstanding balances with ages: RERHR B 75 1Y 1 R BREE ¢
Within 90 days 90BN
Between 91 and 180 days 91 E 180 H
Between 181 and 270 days 181 £270H
Between 271 and 360 days 271 £ 360 H
Over one year —FAE

Receivables that were neither past due nor impaired related to a large
number of diversified customers for whom there was no recent history
of default.

22. BREZKREERIA

Notes
P5E

Wi

2021 2020

—E-— —E-FF
RMB’000 RMB’000
ARBTR ARBT T
180,017 176,391

166,761 154,356

346,778 330,747

346,778 330,747

BREES —REBELGEIN AEEEERE

EXZRERPRS - MERZREFPEEH KRR
=@A - BUFFHREEERRE - NEEEK
HEREREERWTIR - YREEREER
FEBEERR - 2REREESEHRNE
HIRGR - B PA BRI & B T AN B R R U E
SRBFRABETRAES Bt EsEES
MEERR - BRE S EEEFIATEFE

HRBERIREERRZEY - RIREHRNE
WE ZFIRNREDITAAT -

2021 2020
—E-—F ZTTF
RMB’000 RMB’000
ARBFRT ARETT
162,417 162,178
11,717 10,600
3,368 2,498
1,388 392
1,127 723
180,017 176,391

7R 280 5 e X R O B JKURR IR T B K 85 B
BENELNAETRAEFHR -



22. TRADE AND NOTES RECEIVABLES (Cont’d)
Notes: (Cont’d)

U

(i)

(Cont’d)

From 1 January 2018, the Group has applied the simplified approach
to provide impairment for ECLs prescribed by IFRS 9, which permits
the use of the lifetime expected loss provision for all trade receivables.
To measure the ECLs, trade receivables have been grouped based on
shared credit risk characteristics and the days past due. The ECLs
below also incorporate forward-looking information. The impairment is
determined as follows:

Notes to Financial Statements

31 December 2021

22. EWEZREER

PR AR BT RE

RZB_—F+=-A=+—H

78 (%)

BiaE © (&)

0

Expected credit loss rate FHHEERAX
Gross carrying amount (RMB’000) BEmEeE(ARETIT)
Impairment (RMB’000) BE(AREFIT)

Notes receivable are held with a business model with the objective of
both holding to collect contractual cash flows and selling as the Group
sometimes endorses notes receivable to suppliers prior to their expiry
date. These are classified and measured as debt instruments at fair
value through other comprehensive income. Notes receivable are
subject to impairment under the general approach. The Group
estimated that the expected credit loss rate for notes receivable was
minimal.

Financial assets that are not derecognised in their entirety

As at 31 December 2021, the Group endorsed certain notes receivable
accepted by banks in the PRC (the “Endorsed Notes”) with a carrying
amount of RMB45,670,000 (2020: RMB45,320,000) to certain of its
suppliers in order to settle the trade payables due to such suppliers (the
“Endorsement”). In the opinion of the directors, the Group has retained
the substantial risks and rewards, which include default risks relating to
such Endorsed Notes, and accordingly, it continued to recognise the
full carrying amounts of the Endorsed Notes and the associated trade
payables settled. Subsequent to the Endorsement, the Group does not
retain any rights on the use of the Endorsed Notes, including sale,
transfer or pledge of the Endorsed Notes to any other third parties. The
aggregate carrying amounts of the trade payables and other payables
settled by the Endorsed Notes during the year to which the suppliers
have recourse were RMB711,000 (2020: RMB11,156,000) and
RMB44,959,000 (2020: RMB34,164,000) as at 31 December 2021,
respectively.

As at 31 December 2021, the Group discounted certain notes
receivable accepted by banks in the PRC (the “Discounted Notes”)
with a carrying amount of RMB21,013,000 (2020:nil). In the opinion of
the directors, the Group has retained the substantial risks and rewards,
which include default risks relating to such Discounted Notes, and
accordingly, it continued to recognise the full carrying amounts of the
Discounted Notes and the associated short-term borrowings.
Subsequent to the discounting, the Group does not retain any rights
on the use of the Discounted Notes, including sale, transfer or pledge
of the Discounted Notes to any other third parties. The aggregate
carrying amount of short-term borrowings arising from the Discounted
Notes was RMB21,013,000 as at 31 December 2021.

(i

(%)

B-Z-N\F—-A— B KAEESHRABHE
%Elﬂ’ﬂﬁﬂ%i&i?&ﬁ'J%Q%ﬁ%ﬁEE’JJ’EHﬁ%F
EBIERIERE  AARRMAERKES
m%ﬂﬁ@%ﬁm%%ﬁ%@%ﬁ;ﬁ
- REFEFRHBEEEE JELISZE%*”IEE@
EEAERRBREEMERREETIA - A

THEHEEBEEESAEEER - RERBR
I

2021 2020

—E-—F ZTTHF

<0.1% <0.1%

180,017 176,391

ERREARAREARH SR ARG EE

ERMER  BEZFRRRENEBEAR
NWREHRETERBBEXAHERBRE -

ZERBREREMEERRENARBIIRZ
BB TRETORRGE - BRERER RS
ARE - AEEGFERREENEBERRSX
RIRIE -

KRB EPHEILTER S A E

RZZE_—F+-A=+—H0 RPBENRT
EMAEEEES THEARK45670,000
T(ZZ -5 : AR¥45,320,0007T) Z &
WERER([BERE]) TEETHER - U
RRZEHEEZENESR(EE]D - &S
R AEEEG LDRERRKE®R - EH
BEMEEERERZENRAR Bt ~&H
ii*ﬁEE?%%?&%FZ%%’EEEETE& BRI

NEHH - HER - AEEWERB LA
%%?FZEH%ﬂ BREUE  EHEKER

EEERTIMHEME=S - TR BBEEE
ERS N HERAEREENE SR RE
tENRBR-_Z=_—F+=-_A=+—H2#&
BREEDRIAARE 711,000 (=B =84 :
AER¥ 11,156,000 7T ) 1 A ¥ 44,959,000 7T
(=BT : AR¥34,164,0007T) °

RZF=-_—F+=—F=+—8  RPENRT
BEMASEERRE TEHEARE21,013,000
T(ZE =T F: M)Z&W%ﬁ@%ﬁ%
B -EEZRE  AEEEE LHRE
@ﬁv§¢a%m%%ﬁﬁﬁz@mﬂM~
It ANEEBERRMEZE 2 HEREER
HEARHEE - BEE  ASEWERBEM
EFARRIR =R 2 (E AR - BIEHE - #EiEsk
KRB REEFEMEME=F - AEEE
EXzEHEERRmER T -_—F+=-4
=+—HAAR21,013,000T °
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22. TRADE AND NOTES RECEIVABLES (Cont’d)
Notes: (Cont’d)

(i)

(Cont’d)

Financial assets that are derecognised in their entirety

At 31 December 2021, the Group discounted certain note receivable
accepted by banks in the PRC (the “Derecognised Notes”) with a
carrying amount of RMB21,507,000 (2020: nil). In the opinion of the
directors, the risk of the Group being claimed by the holders of the
Derecognised Notes is remote in the absence of a default of the
accepted banks. The Group has not retained the substantial risks and
rewards, which include default risks relating to such Derecognised
Notes. The Group has transferred substantially all risks and rewards
relating to the Derecognised Notes. Accordingly, it has derecognised
the full carrying amounts of the Derecognised Notes. The maximum
exposure to loss from the Group's continuing involvement in the
Derecognised Notes and the undiscounted cash flows to repurchase
these Derecognised Notes is equal to their carrying amounts. In the
opinion of the directors, the fair values of the Group’s continuing
involvement in the Derecognised Notes are not significant.

23. PREPAYMENTS, OTHER RECEIVABLES AND OTHER

ASSETS
Current mE
Prepayments BT

Deposits and other receivables
Consideration receivable for disposal of a

e REAM B FIR

subsidiary (note 40) (BtzE40)
Non-current ISR E

Prepayment for a market authorisation fee
Prepayment for purchase of buildings

BEEFHEMNR

As at 31 December 2021, other receivables of the Group were

considered to be of low credit risk and thus the Group has assessed

that the ECL for other receivables was immaterial under the

12-month expected loss method and no impairment provision is

required.
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ETRFRIE & ATAN K

22. BWEZKRZEHEEE)
BiaE © (&)

(i

23. FEMN -

HE—REARNEERE

(%)

BBAR I AR 2 BT IS B

R-ZZB-—F+=-A=+—8  ROBENRT
BN EE R IR = T EE A R 21,507,000
T(ZEZTF - E)2RBEER([RIEER
ZE)) - EE2RE  CEMNBITERGED
WIERT @ NEEWR I ERZERFEARE
B R R AR o AN ER E I (R B B KRR K B
iR BEKRIEBERAZENENRR - AEEE
ERERRIEERZENB AL ER KO
ﬁ Hit - AEED K IFERE I ERZEY

2HEESRE - AEEREL2ERITERER
&%@M#wiﬁmmﬁm*%ﬁﬁ%mém

SEAERESREHEEOSE 252

C AEERESHEEFERERNALEE
ITiﬁ

HiEWsRER b EE
2021 2020
—E-—F —ETF
RMB’000 RMB’000
ARBT R ARBT T
15,495 9,745
44,296 30,016
20,800 -
80,591 39,761
6,792 20,000
7,564 =
14,356 20,000

RIB-—F+-A=+—H xEENEM

ERFBRRSEERBRE
AT f E AR
WAERX - HER

UARAEED
KIRER 1218 A AW EHEEEE
SR ER -



23. PREPAYMENTS, OTHER RECEIVABLES AND OTHER
ASSETS (Cont’d)

None of the above assets is either past due or impaired. The financial

24.

assets included in the above balances relate to receivables for which

there was no recent history of default and past due amounts. As at

31 December 2021 and 2020, the loss allowance was assessed to

be minimal.

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT
OR LOSS

Listed equity investments, at fair value

Listed debt investments, at fair value EHEREEE  EBARE

Other unlisted investments, at fair value HAIE ETIEE @ L ARE

Foreign exchange forward contracts, SNERIIE L - AR E
at fair value

Notes:

LR E - BARE

Listed equity investments represented the Group’s investments in
public listed companies, which are quoted in an active market. The fair
value of the listed equity investments is based on their quoted prices
as of 31 December 2021 in an active market.

Listed debt investments represented the Group’s investments in
financial bonds issued by China Development Bank, which are quoted
in an active market. The fair value of the listed debt investments is
based on their quoted prices as of 31 December 2021 in an active
market.

The above listed equity investments and listed debt investments at 31
December 2021 were classified as financial assets at fair value through
profit or loss as they were held for trading.

The above unlisted investments at 31 December 2021 were floating
interest rate principal-preservation type of wealth management
products. They were mandatorily classified as financial assets at fair
value through profit or loss as their contractual cash flows are not
solely payments of principal and interest. The fair value of the wealth
management products is based on the bank’s quoted expected
returns.

Notes to Financial Statements
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PR AR BT RE

31 December 2021 HW-—ZE——4%+—-A=+—H

AR HttEERFEREMEE (B)
Tl EEREBARTERE - Lt iE
< B 7% A EE B AT BN B A S g HR SR TE Y
JEWRTBER NR_TE-_—FMN_ZT_ZTF
T A=+—8  BEBEERTE AR
UARBEFEEEEHFTT ABE 2B
BiE
2021 2020
—EZ-F —EEEF
Notes RMB’000 RMB’000
B sE AR®B TR ARETIT
(i) 6,933 5,962
() 40,463 30,174
(i) 160,788 164,985
- 71
208,184 201,192
GEE

(i) EHEEREEAEERAR LW AANK
B HBERERMISHE - LmREREZR
REDREEZE-_T-_—F+-_A=+—HBz
TRER TS (B T

LR EREEEEAREHERARRITHRTH
SREFNRE  EEAERTIZRE - £H
BEEKENAAREDREBEE T _—F+_
H=t+—RZEARMEHREME

HAREEE LR —F - —F+—H
=t BN LETERRRER EmERRERD
BMAAAREEREEHHABRZMBE
=

(ii) FR == —F+ A =+—HMIELME
ERRANZENFIRERIBIER - AHEHR
SREWIHERA S RFI B - ZEEAE
MR D BRI AREEBEES AR
HZWEEE - BRERNARBETRERTT
RIBHTEH BRI E ©

— = —

=
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BA R AR BT RE

31 December 2021 W—ZT—-——#+—-HA=+—H

25. CASH AND BANK BALANCES 25. BERBITER

2021 2020
—E-—F —ETF
RMB’000 RMB’000
ARET R ARET T
Cash and cash in banks e MIRTTIEK 159,299 144,994
Short-term deposits v EE 418,445 585,992
577,744 730,986

Less: Time deposit with maturity over B BB R =E A8
three months EHFR 340,000 472,500
340,000 472,500
Cash and cash equivalents HehkIReEEY 237,744 258,486

As at 31 December 2021, the cash and bank balances and short-
term deposits of the Group denominated in RMB amounted to
RMB539,031,000 (2020: RMB697,897,000) 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 the restricted bank deposits and time
deposits 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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R-ZE——&F+—-_A=+—H "EERHEH
REEREABARERNE ¢ RIR1TF N ERE H
FREE AR 539,031,000 L (ZE =T 4 :
AR#697,897,0007T) © AR A HHH
BRAEMER - A - RIER B ARREINEE H
FHRAEE  EEEMNEETEER  AEEE
HEE B AT ITINE TSR RIT S AR S8
REAME

RITFR(BEZRHRTHERNIHABEE
=8 A MEBFR) WFESEREHRITER
2R )5 B ) R EREX - 52 HE Hif7 SRR R F
—HAE=AATE  RFEAKENRESFRM
TE 0 UAAR R B9 55 B E BT SR R ERERA B -
RITERCFEALHRBETRAER - EERY
BIRTTH - RE MRS EEBYNRMERTE

AAE
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26. TRADE AND NOTES PAYABLES

An ageing analysis of the trade payables and notes payable as at the
end of the reporting period is as follows:

Outstanding balances with ages: R E] D HY I R EREE -
Within 90 days 0 HA
Between 91 and 180 days 912 180H
Between 181 and 270 days 1812 270H
Between 271 and 360 days 271 £ 360 H
Over one year —FE

The trade payables are non-interest-bearing and are normally settled
on 90-day terms. The aggregate carrying amount of the trade
payables settled by the Endorsed Notes during the year to which the
suppliers have recourse was RMB711,000 as at 31 December 2021
(note 22).

PR AR BT RE

31 December 2021 HW-—ZE——4%+—-A=+—H

26. ENEZREERE
RIREHRA BN B 5 RIEN ZH R IERR 5

#ranT

2021 2020
=F=—F —EEE
RMB’000 RMB'000
AR®T T ARETT
65,220 116,043
77,231 40,857
215 227

236 50

310 436
143,212 157,613

EAE 5 HRIB AR R—MRN T BRER
HEgN N EBE-_—F+_A=+—H  &H
EEERINCHERNEERRZENESK
ZREEEEAARE 711,000 7T (fizE22) o
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BA R AR BT RE

31 December 2021 W—ZT—-——#+—-HA=+—H

27. OTHER PAYABLES AND ACCRUALS

Contract liabilities EHBEE

Refund liabilities HEE =R

Accruals TRIRE A

Taxes other than corporate income tax ~ BR{EZEFTSTIIMNOFLIE
Payable for repurchase of shares [E] i A% 3= A FE S 5K

Payable for purchases of machinery ISR RIEF R EM BN
and construction of buildings
Other payables E e

Notes:

(i) Details of contract liabilities are as follows:

Short-term advances received from customers {255 W F a9 42 A8 (1 5

Sales of goods PEmiHE
Rendering of pilot test services TR B R A AR S
Total contract liabilities BRBEETE

Contract liabilities include short-term advances received to deliver
pharmaceutical products and render pilot test services.

(i) Other payables are non-interest-bearing and have an average
settlement term of six months. The aggregate carrying amount of other
payables settled by the Endorsed Notes during the year to which the
suppliers have recourse was RMB44,959,000 as at 31 December
2021 (note 22).
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27. HMENRKRRER

Notes
P5E

(i)

BT -

0

(i

2021 2020
—E-—F T FF
RMB’000 RMB’000
AR® TR ARET T
14,451 8,469
12,133 15,587
145,542 112,370
11,400 13,422
- 5,905
265,773 94,680
41,222 61,641
490,521 312,074
SRBEFBOT
31 December 31 December
2021 2020
—E=-—F —ECTF
+=ZB=+—H +=—A=+—8~
RMB’000 RMB’000
AR®T T ARBT T
14,451 7,719
- 750
14,451 8,469

AR EBEREES RIRERR AR
EHER -

Hab AR HE R FHEEE A E
B -R-_EBE-_—F+-A=+—H FE/HE=
ZRIMZEERERREZ AR TR 22
BREE A AR 44,959,000 7t (Ff7E22) °



28.

29.

INTEREST-BEARING BANK AND OTHER BORROWINGS

SRt
EHEFHRITER

Current
Bank loan — secured

@ The bank loan arose from the Discounted Notes (note 22) and was
secured by the notes receivable accepted by the banks.

As at 31 December 2021, the Group had aggregate bank facilities of
approximately RMB1,100,000,000 (as at 31 December 2020:
RMB1,300,000,000), of which RMB144,652,232 of the bank facilities
(81 December 2020: RMB107,150,541) had been utilised as at the
end of the reporting period.

GOVERNMENT GRANTS

At 1 January n—H—H

Released to the consolidated statement STAGREIEREEK
of profit or loss

At 31 December R+=—A=+—H

Government grants include subsidies from the PRC government
which are specifically for the capital expenditure incurred for plant
and machinery, which is recognised as income over the useful life of
the related assets. There are no unfulfilled conditions or

contingencies relating to these grants.

Notes to Financial Statements

PR AR BT RE

31 December 2021 HW-—ZE——4%+—-A=+—H

28. FFEMRITREMEE
2021
—E-—F

Effective

interest rate
(%) Maturity Equivalent
B FIE (%) A ZE
RMB’000
ARETR
1.6%-2.46% 2022 21,013
21,013

29.

@ ZERTEFRREMBAZE(FE22) - W
RITERZNEREEIEER -

RZB-_—F+-A=1+—08 AEBEWIET
EEAFEHIARE1,100,000,0007t (K==
THF+=A=+—H: AR#¥1,300,000,000
J0) r H AR 144,652,232 ( A —E_ZF
+=ZA=+—H: AR#107,150,541) $R17{5
EREENRERREHER -

BT
2021 2020
—EB-—F il Sl a3
RMB’000 RMB’000
AR®T ARETFTT
900 1,200
(300) (300)
600 900

B R R BIEK 8 T BB EPT AR EE Mg
BELAMNEAFXMEY  RMEBEEAERF
HIMRERBUWA R A B 5 L BGARR A KR
RAGIHFRBFEE
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31 December 2021 W—ZT—-——#+—-HA=+—H

30. DEFERRED TAX

30. JEEFLE

The movements in deferred tax assets and liabilities during the year

are as follows:

DEFERRED TAX ASSETS

At 1 January 2020

Deferred tax credited/(charged)
to the consolidated statement
of profit or loss during the year
(note 11)

At 31 December 2020 and
1 January 2021

Deferred tax charged to the
consolidated statement of
profit or loss during the year
(note 11)

At 31 December 2021

RZZ=-ZTF—-H—H
FARGABREE
A/ () 2
ERETIE (FHaE11)

RZZEZ—F+=A=+—H

FRREHBREERABRIEFHNT

BEEBREE

Accrued Government
expenses grants Provisions Total
BRRER B B g
RMB’000 RMB’000 RMB’000 RMB’000
ARET T ARET T ARET T ARETT
1,509 90 5,044 6,643
829 (22) (921) (114)
2,338 68 4,123 6,529
(518) (23) (239) (780)
1,820 45 3,884 5,749

The Group has tax losses arising in Mainland China of
RMB57,160,000 (2020: RMB15,431,000) that will expire in one to
five years and tax losses arising from the Company and its Hong
Kong subsidiaries of RMB182,230,000 (2020: RMB120,431,000) for
offsetting against future taxable profits for which no deferred tax

assets have been recognised, as they have arisen in subsidiaries that

have been loss-making for some time and it is uncertain that taxable

profits will be available against which the tax losses can be utilised.
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AEEBRFRAESESHBEBEBRBARE
57,160,000t( — & — & F: A R &
15,431,0007T) * AT AEEEBER —ERAFA

BR RIS THIREE AR 182,230,000 7T (=
T T4 - AR¥ 120,431,000 7T) 7] FB VB $5
RIRFERFLRF - B EEREENETERE
BEMAER BAELBEREEBEES B
BENHBAR  THRERLSHERFEF
A AR Z SR IBEE o
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PR AR BT RE

31 December 2021 HW-—ZE——4%+—-A=+—H

30. DEFERRED TAX (Cont’d) 30. EFERIIE (78)
DEFERRED TAX LIABILITIES EEHIEEE
Fair value

Fair value adjustments Depreciation

adjustments of financial allowance
arising from  assets at fair in excess
acquisition of  value through of related Withholding
subsidiaries profit or loss depreciation taxes Total
UA R E
FEERSE

WL R AREZ
BN MBAEN nERHE
DAERR LAfERE  BEMBAE L “E
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARBTR AEBTR AEBTL ARBTT

At 1 January 2020 R-ZE-ZF—F—H 15,316 435 1,338 49,385 66,474
Deferred tax (credited)/charged FRNGABRR

to the consolidated statement (5 N) /B2

of profit or loss during the year EERIE (5 11)

(note 11) (2,512) (410) 2,633 (4,470) (4,759)
At 31 December 2020 and RZE-ZE+-A=1-H

1 January 2021 k=Z-_—%—f—H 12,804 25 3,971 44915 61,715
Deferred tax (credited)/charged FRRGAEBRER

to the consolidated statement GINVZi: VA

of profit or loss during the year EERIE (I3 11)

(note 11) (840) 4,293 (3,967) 5,670 5,156
At 31 December 2021 RZE=—§+-A=+—H 11,964 4,318 4 50,585 66,871
Pursuant to the PRC Corporate Income Tax Law, a 10% withholding RAR A BRSO - POHR B R fE pX S A9 51
tax is levied on dividends declared to foreign investors from the BMEECERIIEEREESRARE - HIE
foreign investment enterprises established in Mainland China. The 10% BB RBURTEIT - ZAREB ZTZT/\F
requirement is effective from 1 January 2008 and applies to earnings —A—BREN WEARZZZTLF+=A
after 31 December 2007. A lower withholding tax rate may be =+—BENAEN - fWhEAREEIINEREE
applied if there is a tax treaty between Mainland China and the FriE Rl AR B E R Kz - AP ERARE
jurisdiction of the foreign investors. For the Group, the applicable rate BITEFIRIER - REBAERRER5% AL -
is 5%. The Group is therefore liable for withholding taxes on BE-ZTN\F—A—H ~AEBARETEH
dividends distributed by those subsidiaries established in Mainland AP A 37 BB B8 A B BT EE AR MY & A1 T 95 i A AR
China in respect of earnings generated from 1 January 2008. BIEITEURFEIIBI R ET -

ANNUAL REPORT 2021 === —4 4% 173



Notes to Financial Statements

BA R AR BT RE

31 December 2021 W—ZT—-——#+—-HA=+—H

31. OTHER LIABILITIES 31.

Government relocation compensation received BT 778 i {E

The government relocation compensation consisted of (i)
RMB175,595,000 received under the relocation compensation
agreement entered into 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 and (i) RMB25,880,000 being part of the compensation
received under the relocation compensation agreement entered into
between the People’s Government of NanTong Economic
Development District, Nantong City and Dawnrays (Nantong)
Pharmaceutical Science and Technology Co., Ltd., a wholly-owned

HthBE
2021 2020
—E-—F —ET-TF
RMB’000 RMB’000
ARETR ARET T
201,475 175,595

B # 32 A E R B 3 () AR IR B N T R R A S
T ARBNEREE2EWE A A& RN
NEERARREFEREBZRINOAR
#& 175,595,000 7T K (i) AR 4% 5 38 T 5 48 AL 2
BEEARBNEAEBEZENE AR RN(FE
) BHEREARARREZIFERHERZR
E K 310 17 B A E A R 25,880,000 7T ©

subsidiary of the Group.
32. SHARE CAPITAL 32. KA
SHARES B 12
2021 2020
—E-—F —ETF
HK$’000 HK$’000
BET T BT T
Authorised: JETE
20,000,000,000 (2020: 20,000,000,000) 20,000,000,000 f& (= ZF =4 :
ordinary shares of HK$0.05 20,000,000,000 A% ) & A EI (&
(2020: HK$0.05) each A0 TL(ZF_FF -
7% 0.05 7T ) By E iR 1,000,000 1,000,000
Issued and fully paid: BRI AR
1,498,337,000 (2020: 1,515,077,000) 1,498,337,000 & (ZZ =F4F :
ordinary shares of HK$0.05 1,515,077,000 i%) AR EI &
(2020: HK$0.05) each AR5 (ZFFF
7% 0.05 7T ) By E AR 74,918 75,754
Equivalent to RMB'000 FEARBTT 80,370 81,072
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32.

33.

SHARE CAPITAL (Cont’d)

SHARES (Cont’d)

A summary of movements in the Company’s share capital is as
follows:

At 31 December 2020 and RZE-_ZTF+_A=+—H
1 January 2021 r=—F-——%—H—H
Shares repurchased in 2020 and RZZE_TFEBRNKRND KX
cancelled in 2021 (note 33) MR-ZE——F8H (K52 33)
Shares repurchased and B E R D &
cancelled in 2021 (note 33) MR-ZEZ—F78H (M52 33)
Share options exercised BT By B R
At 31 December 2021 R-ZB_—F+-HA=+—H

TREASURY SHARES

10,208,000 of the Company’s ordinary shares with the nominal value
of HK$510,000 (equivalent to RMB430,000) were repurchased
during 2020 and cancelled on 14 January 2021.

During the year, the Company repurchased 8,608,000 of its ordinary
shares on the Hong Kong Stock Exchange at a total consideration of
HK$11,442,400 before expenses. The repurchased shares were
cancelled during the year. The nominal value of the cancelled shares
of HK$430,400 (equivalent to RMB358,000) was transferred to the
capital redemption reserve, and the premium on repurchase and the
related costs incurred for the share repurchase of HK$11,544,000
(equivalent to RMB9,626,000), were charged against the retained
profits of the Company.

Notes to Financial Statements

PR AR BT RE

31 December 2021 HW-—ZE——4%+—-A=+—H

32. IR (%8)
K15 (%)
AARBANEBZEMT ¢
Number of Issued
shares in issue capital Total
ERTRAOEE BERTRA #zE
HK$’000 HK$’000
BT T BT T
1,515,077,000 75,754 75,754
(10,208,000) (510) (510)
(8,608,000) (430) (430)
2,076,000 104 104
1,498,337,000 74,918 74,918
33. EERE
10,208,000 A& 2N 72 =) 38 A% ({878 ¥ 510,000
T(HHERAR®430,000T)) R-_E T &
BRI =T = — F e o
FA AR E R FTiE E 8,608,000 A% A A
RIEEKRND TESBRHZRAREARBE
11,442,400 7T * BEEIBAR (D A SF AFESH - BAEE

SHAR D E{E RS 2 U578 430,400 7T (FEER
AR 358,0007T) ERABEABOEE - MR
MBEEBANTZEEREEERXER
11,544,000 7t (18 E 7 A K #9,626,0007T) B
ERARRE ZRBEF o

— = —

=
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BA R AR BT RE

31 December 2021

34.

R=ZBE-_—F+=-A=+—H

SHARE OPTION SCHEME

The Company adopted a share option scheme in 2013 (the
“Scheme”) for the purpose of providing incentives and rewards to
eligible persons (including the Company’s directors, independent
non-executive directors, employees of the Group and other eligible
participants as defined under the Scheme) who contribute to the
success of the Group’s operations. The Scheme became effective
on 21 June 2013 and remained in force for 10 years from that date
until 20 June 2023.

The maximum number of shares issuable under share options to
each eligible person in the Scheme within any 12-month period is
limited to 1% of the shares of the Company in issue at any time. Any
further grant of share options in excess of this limit is subject to

shareholders’ approval in a general meeting.

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

meeting.

The offer of a grant of share options may be accepted within 21 days
from the date of offer, upon payment of a nominal consideration of
HK$10 by each grantee with no other consideration being payable
by the grantee. An option may be exercised in accordance with the
terms of the Scheme at any time during a period commencing on
such date on or after the date on which the option is granted as the
Board may determine in granting the option and expiring at the close
of business on such date as the Board may determine in granting
the option but in any event shall not exceed 10 years from the date
of grant.
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34.

B3
RATRZE—=F MR BB ERT 8 ([ Z5T
2l EERBASEEBKMIELTERNE
BERAT(BREARRES BUIFNTES
AEEE TR EIRENEMEERBEE)
RSB LR - ZatEIR=ZE—=FA
T —BARWRZB R TFAREERE
ZE=FHA=Z+H-

EEM12EABMEAR FZENELEER
2EENBERENT TETRSROHE - U
ARBREFERNEBETRM1% AR - L
TR OBELRENERE  AERRA
G LREARRELAE o

BYARRES BRI ERRAWEEM
B BREAERDUS B IFMITESH
JE o BEA - IAFME 12 {8 B BRI T AR E &
BRI LIFNITEF IR F IR T Y
ERERERR AR R EAREE TR
HE0.1% » A BB ARENAERIEAAR
RO REERER N A BRe R mERGE) Ba
BESAET  AAFEERRAS LEUSK
LA o

RTBgaEa e s A et 21 A
BEo ARAEMBREREANHEMK
B MHEAMNEEI0OTHREARE - HER
SEROBREZ AERAEEN A RS
EESERMBRERET N A HR S EEH
REREF L AIRER (BRRA T SEAREH
B AT+ F ) RIEZ A B ERI TR AR AE -



34. SHARE OPTION SCHEME (Cont’d)
The exercise price of share options is determined by the directors,

Notes to Financial Statements

but may not be less than the higher of (i) the Stock Exchange closing

price of the Company’s shares on the date of offer of the share

options; and (ii) the average Stock Exchange closing price of the

Company’s shares for the five trading days immediately preceding

the date of offer, provided that the exercise price shall not be less

than the nominal value of the ordinary shares of the Company.

Share options do not confer rights on the holders to dividends or to

vote at shareholders’ meetings.

The following share options were outstanding under the Scheme

during the year:

At 1 January

Granted during the year
Exercised during the year
Lapsed/forfeited during the year

At 31 December

m—HA—H
FRERMH
FREITE
FREXRR R

W+-—A=+—8H

PR AR BT RE

31 December 2021 HW-—ZE——4%+—-A=+—H

34. BRAETEI (&)
BRENTEBREFET - ENSENAT
FHENREE (A2 ARONRLERES
B EB X PP AR AV UL T (B © K (i) AR BIRR D 7Y
SRR B AT A AR S B R FTAT A T
HWHE - EITEE NSO RAR R B
HE -
BRETVERTRHEAITZEREINRKER
g HIRERER -

VAT ekt BRI AR AT {5k O s i
2021 2020
—BC--f —TTF
Weighted Weighted
average Number average Number
exercise price of options exercise price of options
ik INAEF 19
THE BREHE 1THEE RS B
HK$ ’000 HK$ '000
per share per share
BEER BEER
1.778 136,300 1.855 138,500
1.470 3,000 0.900 16,000
1.269 (2,076) - -
2.422 (45,400) 1.590 (18,200)
1.461 91,824

1.778 136,300
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34. SHARE OPTION SCHEME (Cont’d) 34.

The exercise prices and exercise periods of the share options
outstanding as at the end of the reporting period are as follows:

2021

Number of options Exercise price*
BREHE THREE"

000 HKS$ per share

BEER

3,000 3.170

10,100 2.125

13,652 1.500

14,740 1.380

32,000 1.380

15,332 0.900

3,000 1.470

91,824
2020

Number of options Exercise price*
fER S B THEE

’000 HKS$ per share

IR

11,800 2.575

6,000 2.635

10,200 3.670

1,200 3.190

3,000 3.170

10,300 2.125

14,400 1.500

15,400 1.380

16,000 1.380

32,000 1.380

16,000 0.900

136,300

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.

# 45,200,000 share options expired and lapsed in 2021.

200,000 share options were forfeited and lapsed in 2021.
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BREE (&)
R|EIK - RITEVBRETEERITED

R :
—E-—F
—E T

Exercise period

TESE

11-05-2017 to £ 10-05-2022
29-11-2018 to £ 28-11-2023"
09-01-2020 to £ 08-01-2025
28-08-2020 to £ 27-08-2025
01-05-2022 to £ 30-04-2024
26-08-2021 to £ 25-08-2026
31-03-2022 to £ 30-03-2027

Exercise period

1T HAR

08-01-2016 to & 07-01-2021*
18-03-2016 to & 17-03-2021*
16-04-2016 to & 15-04-2021#
23-11-2016 to & 22-11-2021*
11-05-2017 to & 10-05-2022
29-11-2018 to &£ 28-11-2023
09-01-2020 to & 08-01-2025
28-08-2020 to & 27-08-2025
31-12-2019 to £ 31-12-2020*
01-05-2022 to & 30-04-2024
26-08-2021 to & 25-08-2026

* R HEFT SRR B A TAL A S A A R A HER EoAt

 AIRERRE R TTREEA T IARE -

# 45,200,000 BERRHEAR =T = —F R HA R 27K o

" 200,000 BERRER =T = —F R R KR -



34. SHARE OPTION SCHEME (Cont’d) 34.
The fair value of equity-settled share options granted during the year
was estimated as at the date of grant, using the Black-Scholes-
Merton valuation model, taking into account the terms and conditions
upon which the options were granted. This value is inherently
subjective and uncertain due to the assumptions made and the
limitation of the valuation model used. The following table lists the
inputs to the model:
Dividend yield (%) BB X (%)
Expected volatility (%) & HRIR 18 (%)
Historical volatility (%) B KR (%)
Risk-free interest rate (%) 4 [ B T IR R (%)
Expected life of options (year) FEARRETRAT 2 ()

Fair value at the date of grant (HK$)

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

which may also not necessarily be the actual outcome.

No other feature of the options granted was incorporated into the

measurement of fair value.

As at 31 December 2021, the Company had 91,824,000 share
options outstanding under the Scheme, which represented
approximately 6.13% of the Company’s shares in issue as at that
date. The exercise in full of the outstanding share options would,
under the present capital structure of the Company, result in the
issue of 91,824,000 additional ordinary shares of the Company,
additional share capital of HK$4,591,200 and share premium of
HK$129,569,300 (before share issue expenses).

Notes to Financial Statements
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31 March
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—B-—fF
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6.57
41

41
0.957
6
0.28

BRER FHIREAEAFNELENE

[ B 38 R R P BN AR SR B 5

VB - R

W EAME T BEENRARIIARAENTE

Hep o

R-ZE—_—F+-_F=+—8 " AAFAREZ
=T E1%E A 91,824,000 17 B AR A 18 R AET T - 4B
EREBARRBEITRNA6.18% ° BIFEA
ARAERERNEE  BEITERTERER
S BN A 7] 3£17 91,824,000 [ FAHN I 3B A% - 458
INPE % 4,591,200 7T B9 AR 2N BA F % 17 53 (B 75
129,569,300 7T (N &R M BEITHRZ) °
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35. RESERVES
The amounts of the Group’s reserves and the movements therein for
the current and prior years are presented in the consolidated
statement of changes in equity.

(I CONTRIBUTED SURPLUS
The contributed surplus of the Group represents the difference
between the then consolidated net assets of the subsidiaries
acquired pursuant to the Group Reorganisation as set out in
note 1, and the nominal value of the Company’s shares issued

in exchange therefor.

() 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 its profit after tax, as determined in accordance with the
PRC generally accepted accounting principles, to the SSR until
this reserve reaches 50% of its 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.

(Il) EXCHANGE FLUCTUATION RESERVE
The exchange fluctuation reserve is used to record exchange
differences arising from the translation of the financial

statements of foreign subsidiaries.
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36.

FINANCIAL INSTRUMENTS BY CATEGORY

Notes to Financial Statements
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The carrying amounts of each of the categories of financial

instruments as at the end of the reporting period are as follows:

Financial assets

Trade and notes receivables

Financial assets included in
prepayments, other recelvables
and other assets

Financial assets at fair value
through proftt or loss

Loan to an associate

(Cash and bank balances

Financial liabilities

HkeE

EREARRENA
SARRR - BERE
RAGEEZHBEE

WAR B2 AEEE
FHAREZMBAE

ERF-REBENE

REREHR

Trade and notes payables

Financial liabilities included in other

payables and accruals

Interest-bearing bank and other borrowings

Lease liabilities

31 December 2021

RZB_—F+=-A=+—H

36. ZHEHE D ZERMITA
HERSHR  SHEeRITAMNKERBELOT :
2021 2020
—E--F 2
Financial Financial
Financial assets Financial assets
assets Financial at fair value assets Financial atfair value
at fair value assetsat  through other atfair value assetsat  through other
through profit amortised  comprehensive through profit amortised  comprehensive
orloss cost income Total orloss cost income Total
NRAEHE NAREHE VAN iy AN EHE
bt ) REY  BESHIA BEES wEY  BEREHA
RABMZ AR RE2ERM A2 AR AREkE
HHEE ZHKEE LHBEE 2 AR LHBEE LEBEE &4
RMB'000 RMB’000 RMB’000 RMB’000 RMB'000 RMB'000 RMB'000 RVB'000
AEETR AEETR ARETR ARETT ARETT AREFT ARETT ARETT
- 180,017 166,761 346,778 - 176,391 164,356 330,747
- 65,096 - 65,096 - 30,016 - 30,016
208,184 - - 208,184 201,192 - - 201,192
- 50,110 - 50,110 - - - -
- 517,744 - 577,144 - 730,986 - 730,986
208,184 872,967 166,761 1,247,912 201,192 937,393 164,356 1,202,941
BgaE 2021 2020
—E-—F —E-THF
Financial Financial
liabilities at liabilities at

BN E 5 MEEFKIA

FEAE RN R KL IBIRE B
ZHBRIE
ARRITREMEES

HEAE

amortised cost

amortised cost

RBERATTE  REENAGTE
ZHMBEE ZHBRE
RMB’000 RMB’000
ARBTR ARETT
143,212 157,613
452,537 259,246
21,013 -

2,507 2,949
619,269 419,808
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37. FAIR VALUE HIERARCHY OF FINANCIAL 37. EMIAZAAREER

INSTRUMENTS

Management has assessed that the fair values of cash and cash
equivalents, trade and notes receivables, trade and notes payables,
financial assets included in prepayments, other receivables and other
assets, loans to an associate, financial liabilities included in other
payables and accruals, and interest-bearing bank and other
borrowings approximate to their carrying amounts largely due to the
short term maturities of these instruments.

The fair values of the financial assets and liabilities are included at the
amount at which the instrument could be exchanged in a current
transaction between willing parties, other than in a forced or
liquidation sale. The following methods and assumptions were used
to estimate the fair values:

The Group’s finance department headed by the chief financial officer
is responsible for determining the policies and procedures for the fair
value measurement of financial instruments. The finance department
reports directly to the chief financial officer. At each reporting date,
the finance department analyses the movements in the values of
financial instruments and determines the major inputs applied in the
valuation. The valuation is reviewed and approved by the chief
financial officer. The valuation process and results are discussed with

the directors of the Company periodically for financial reporting.

The fair values of listed equity investments are based on quoted
market prices.

The fair values of the financial assets and liabilities are included at the
amount at which the instrument could be exchanged in a current
transaction between willing parties, other than in a forced or
liquidation sale. The following methods and assumptions were used
to estimate the fair values:

The fair value of financial instruments that are not traded in an active
market is determined by using valuation techniques. These valuation
techniques maximise the use of observable market data where it is
available and rely as little as possible on entity specific estimates. If
all required significant inputs to fair value of an instrument are
observable, the instruments are included in Level 2. If one or more of
the significant inputs are not based on observable market data, the
instruments are included in Level 3.
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37. FAIR VALUE HIERARCHY OF FINANCIAL
INSTRUMENTS (Cont’d)

The Group invests in unlisted investments, which represent wealth
management products issued by banks in Mainland China. The
Group has estimated the fair value of these unlisted investments by
using a discounted cash flow valuation model based on the market
interest rates of instruments with similar terms and risks.

The following tables illustrate the fair value measurement hierarchy of

the Group’s financial instruments:

Assets measured at fair value as at 31 December 2021:

Financial assets at fair value NAREF=EREE

through profit or loss FABRIBEE

Assets measured at fair value as at 31 December 2020:

Financial assets at fair value IR EsTEAHE
through profit or loss STABRHBEE

Notes to Financial Statements
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37. ERMTIEZAARERERGE)

AEERENIFLTRE - KRTPEAUIRT
BITNEMER - ARBERBEAEABLUGEHRM
FE\B e TRMTIZAE - RATRRSRAE
BAfAFHELIF EMIRENAEE

TRIPASEEMTANAABFEER

R-EBE-——F+ - A=+—HERAAEFEL
BE

Fair value measurement using

EANTERETAAENE

Quoted Significant Significant

prices in observable unobservable

active markets inputs inputs
(Level 1) (Level 2) (Level 3) Total

REBWS BEAUBE EAFUER

Hy$R1E BWAE BWAE
E—& EZR B=& CEl
RMB’000 RMB’000 RMB’000 RMB’000
ARETR ARBTR ARETR ARETR
47,396 160,788 - 208,184

R-E-FFf - A=+—HEAANEFEL
BE

Fair value measurement using
EANTEBETAR HHE

Quoted Significant Significant

prices in observable unobservable

active markets inputs inputs
(Level 1) (Level 2) (Level 3) Total

BB BAAEE  BATAEE

HORME BAE BAE
£ F/ E= A&t
RMB’000 RMB'000 RMB’000 RMB’000
AR®FT ARBTT AR®TT AR®FT
36,136 165,056 = 201,192
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37.

38.

R=ZBE-_—F+=-A=+—H

FAIR VALUE HIERARCHY OF FINANCIAL
INSTRUMENTS (Cont’d)

During the years ended 31 December 2021 and 31 December 2020,
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 balances, trade and notes
receivables, amounts due from related parties, trade and notes
payables, financial assets included in prepayments, other receivables
and other assets, interest-bearing bank and other borrowings, lease
liabilities and financial liabilities included in other payables and
accruals approximate to their fair values.

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 board of directors reviews and agrees policies for managing
each of these risks and they are summarised below.

FOREIGN CURRENCY RISK

The Group does not have any significant investment outside of
Mainland China. However, the Group has transactional currency
exposures. These exposures arise from sales of the Group’s
subsidiaries denominated in currencies other than the subsidiaries’
functional currencies. Approximately 5.35% of the Group’s sales for
the year ended 31 December 2021 (2020: 9.29%) were denominated
in currencies other than the functional currencies of the subsidiaries.
Upon receipt of currencies other than the functional currency, the
subsidiaries sell them to banks at a suitable time.
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38. FINANCIAL RISK MANAGEMENT OBJECTIVES AND

POLICIES (Cont’d)

FOREIGN CURRENCY RISK (Cont’d)

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

2021 —T_—F
If RMB strengthens against the USD WARBHETHE
If RMB weakens against the USD fig N R TR (B
2020 b2
If RMB strengthens against the USD WARBHETHE
If RMB weakens against the USD MARBHETRE

CREDIT RISK

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

Notes to Financial Statements
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RZZE——F+=A=+—H
cRRAREEBEERER ()

31 December 2021

SN ()
TRITERA R REE M TE 2 ER
T AREOBBASTHEER HRAR
THBDOHEE (MNEEEERAENA
R EED) -

Increase/

Change (decrease)

in foreign in profit
currency rate before tax
T BR B AT % F

SEERSE 2 ORD)
RMB’000

ARBT R
+5% (1,332)

-5% 1,332
+5% (4,759)

—5% 4,759

FERRE
AEHEEZEERASNE=FLETIS -
BRASENDBR  MAERREREHETRS
MEPF BDARBEERZERKFR  HAE
B oS AEBEERHEEREUGRIAR SR
MIEN  MAKRENERRBRI TEX -
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38. FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (Cont’d)
MAXIMUM EXPOSURE AND YEAR-END STAGING
The tables below show the credit quality and the maximum exposure
to credit risk based on the Group’s credit policy, which is mainly
based on past due information unless other information is available
without undue cost or effort, and year-end staging classification as at
31 December.

The amounts presented are gross carrying amounts for financial

assets.

As at 31 December 2021

38. TREMEERSERHE(E)

RERBRFERR
TRINENAKEEERRZEEERRE
SEERR  TEERBHENGREEME
MAEBEBENRARRAER) &R
ToA=+—BZFREBERIE -

P25 e BN B EERREE -

R=®=—F+=A=+-8

12-month
ECLs Lifetime ECLs
12f8 A
BHEEESE FENENGEEFE
Simplified
Stage 1 Stage 2 Stage 3 approach Total
F1RER F2MEER SEIMER b A& st
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AR®TR AR¥ETR AR¥ETR AR%Tr AR%ETxn
Loan to an associate BT —MEBEART 50,110 - - - 50,110
Trade receivables TEWE 538 - - - 180,017 180,017
Notes receivable eSS 166,761 - - - 166,761
Cash and bank balances e RBITER 577,744 - - - 577,744
Financial assets at fair value WAREEEEHES
through profit or loss HFABEZHMBEE 208,184 - - - 208,184
Financial assets included in ST ATER R - E R
prepayments, other receivables  FIEREMEEZ
and other assets B EE 65,096 - - - 65,096
1,067,895 - - 180,017 1,247,912
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38. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 38. TRIAMEERZERER (E)
POLICIES (Cont’d)

MAXIMUM EXPOSURE AND YEAR-END STAGING (Cont’d) BEERKRF &R (&)
As at 31 December 2020 MR-ZB_ZEF+_H=+—H
12-month
ECLs Lifetime ECLs
12{8H
BHEEEBR FEHRHEEEBR
Simplified
Stage 1 Stage 2 Stage 3 approach Total
FIBR F2RER FIER e % st

RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARMTE AREBTT ARBTT ARET:R

Trade receivables TEUWE 538 - - = 176,391 176,391
Notes receivable (eSS 154,356 - - - 154,356
Cash and bank balances Be RIBTER 730,986 = - = 730,986
Financial assets at fair value WAREEEEHES

through profit or loss AR PBEE 201,192 = - = 201,192
Financial assets included in ST ATER R - E R

prepayments, other receivables  FIEREMEEZ

and other assets HHEE 30,016 - - - 30,016

1,116,550 - - 176,391 1,292,941

Since the Group trades only with recognised and creditworthy third AR AEEERZEZERAREEAEZNS
parties, there is no requirement for collateral. Concentrations of =EETRG  MABEEMER - &EHEE
credit risk are managed by customer/counterparty. There are no RBRARE /RHBEFEE B AEEARL
significant concentrations of credit risk within the Group. EAMEAEREERR -
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38. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 38. TRIAMEERZERER (E)
POLICIES (Cont’d)
CREDIT RISK EERE

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 31
December 2021, of whether a financial instrument’s credit risk has
increased significantly since initial recognition, by considering

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

below:

Stage 1 — When other receivables are first recognised, the
Group records an allowance based on 12-months
ECLs

Stage 2 — When other receivables have shown a significant

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

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.
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AEBR T —F+-_A=+—BEERR
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1RER2RF AR IAZEERRES
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38. FINANCIAL RISK MANAGEMENT OBJECTIVES AND

POLICIES (Cont’d)

CREDIT RISK (Cont’d)

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.

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 year ended 31 December 2021.

As at 31 December 2021, the credit rating of other receivables was
graded performing. The Group assessed that the expected credit
losses for these receivables were not material under the 12-month
expected loss method. Thus, no loss allowance provision was
recognised during the year ended 31 December 2021.

Further quantitative data in respect of the Group’s exposure to credit
risk arising from trade receivables and other receivables are
disclosed in note 22 and note 23.
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38. FINANCIAL RISK MANAGEMENT OBJECTIVES AND

POLICIES (Cont’d)
LIQUIDITY RISK

The Group monitors its risk to a shortage of funds using a recurring

liquidity planning tool. This tool considers the maturity of both its

financial instruments and financial assets (e.g., trade receivables) and

projected cash flows from operations.

The maturity profile of the Group’s financial liabilities as at the end of

the reporting period, based on the contractual undiscounted

payments, was as follows:

Lease liabilities HERE

Interest-bearing bank and s ERITRHMES
other borrowings

Trade and notes payables ~ ENE 5 REHEHE

Financial liabilities included in - 5+ A E b JE 2 &2

other payables and accruals ~ TEIRB R VBB EE

38. TREMEERSERHE(E)

RBESREE
AEBZEERARTFURDESHETA &
cWTRAGEEEESRT
BN %E E (IEYE 55I8) 1 28 B A K
KAREXBNRPRERE

HHE MR ER

RMEMRAREERBEAORBRNAHEERD
MBAEZBMAMAMT

2021
—EB--F
3to
On Less than less than 1to Over

demand 3 months 12 months 5 years 5years Total

=EHR
RER SR=@EA T=A —-BRE BENE oy
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETRT AR¥ETR ARETR AR¥ETR ARETR AR%Tx
- 241 764 1,621 - 2,626
- 10,182 10,831 - - 21,013
9,440 65,220 68,552 - - 143,212
452,537 - - - - 452,537
461,977 75,643 80,147 1,621 - 619,388
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38. FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (Cont’d)
LIQUIDITY RISK (Cont’d)

PR AR BT RE

31 December 2021 HW-—ZE——4%+—-A=+—H

38. SREKREEBERYE (&)

RENE S E ()
2020
—TEF
3to
On Less than less than 1to Over

demand 3 months 12 months 5 years 5 years Total

=ESR
®rEX PR=MEA +=fEA —Eh4 AFEUE st

RMB'000  RMB'000
ARBTLT ARETT

RMB'000 ~ RMB'000 ~ RMB'O00  RMB'000
ARBTT ARETE ARBTRE ARBTRL

Lease liabilities HEAE - 234 706 2,186 = 3,126
Trade and notes payables R E 5 K Z#E A 3,008 86,965 67,640 - - 157,613
Financial liabilities included in &+ A E At & (4 70 &2
other payables and accruals ~ TBIZBER V7 BISAE 250,246 = = = = 250,246
262,254 87,199 68,346 2,186 - 419,985
CAPITAL MANAGEMENT EXRERE

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

The Group manages its capital structure and makes adjustments to
it in light of changes in economic conditions. To maintain or adjust
the capital structure, the Group may adjust the dividend payment to
shareholders, return capital to shareholders or issue new shares. No
changes were made in the objectives, policies or processes for
managing capital during the years ended 31 December 2021 and 31
December 2020.

AEBEREANEZ A RRRBEAKENR
BREENDEFRENEARLE  UXER
EBBRMEANCBRREE -

AEESEEABERRE L EREARNERET
HEELFE - REFRSGAZRERER - K5
B e AEINTREMRESE  REEAR
TRESKEITHRG - RBEE_T——F+=
A=4+—BR=ZZE=ZFF+-_A=+—HIHF
ERN EHEEAEENEE BRERBRELE
e I o
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38. FINANCIAL RISK MANAGEMENT OBJECTIVES AND

POLICIES (Cont’d)
CAPITAL MANAGEMENT (Cont’d)

The Group monitors capital using a gearing ratio, which is net debt

divided by the adjusted capital plus net debt. Net debt includes trade

and notes payables, certain other payables and accruals, interest-

bearing bank and other borrowings (other than convertible bonds),

lease liabilities, less cash and bank balances. The gearing ratios as at

the end of the reporting periods were as follows:

Trade and notes payables

Other payables and accruals
Interest-bearing bank and other borrowings
Lease liabilities

Less: Cash and bank balances

Net debt/(equity)

Equity attributable to owners of the parent

Capital and net debt

Gearing ratio

(AT IES SO
Hi R IELRRE
AHRBRITEEMER
HERE

" RE MRTTIER
FRE ()

(SYNCIE X PN

BERRFRE

BARBELR
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38. TREMEERSERHE(E)

EXREE (H)

AEERRAEAABLELRER
BERBRELETDFAGERIASD
Bz@MAE - FREBREREN

BARER - M
BERIER
=

ENSES S

B EMENSRRIARER - 5 RRITREM
fEE (ATERESRIN) - HERE - WIRRA
ERRITER - RMEMRZERNBFEL XL

T

2021 2020
—g=—# —goTF
RMB’000 RMB’000
AR®T R ARETT
143,212 157,613
490,521 312,074
21,013 =
2,507 2,949
(577,744) (730,986)
79,509 (258,350)
2,380,714 2,170,503
2,460,223 1,912,153
3.23% (13.51%)



39. ASSETS HELD FOR SALE
The major classes of assets classified as held for sale as at 31
December are as follows:

Property, plant and equipment
Right-of-use assets
Investment in an associate (note (a))

Note (a):

On 30 July 2021, Dawnrays International Company Limited, a wholly-owned
subsidiary of the Group, Suzhou Yongxin Construction and Development Co.,
Ltd., an independent third party and Su Zhou Dawnrays Pharmaceutical
Science and Technology Co., Ltd (“Su Zhou Dawnrays Pharma Sci-Tech”), a
wholly-owned subsidiary of the Group, entered into a sale and purchase
agreement in respect of the disposal (“Disposal”) of the Group’s 65% equity
interest in Su Zhou Dawnrays Pharma Sci-Tech for a total consideration of
RMB104 million. Upon completion of the Disposal, Su Zhou Dawnrays
Pharma Sci-Tech has ceased to be a subsidiary of the Group as disclosed in
note 40 to the financial statements. The Group has recorded the remaining
35% equity interest as non-current assets held for sale as at 31 December
2021.

On 26 January 2022, Dawnrays International Company Limited and Suzhou
Yongxin Construction and Development Co., Ltd. entered into a sale and
purchase agreement in respect of the disposal of the remaining 35% equity
interest of Su Zhou Dawnrays Pharma Sci-Tech for total consideration of
RMB55.6 million. The loss on the disposal is minimal.

EREEE

Notes to Financial Statements

PR AR BT RE

31 December 2021 HW-—ZE——4%+—-A=+—H

39. FHECZEE

BET-_A=1+—8 BEFHEZEENE
ZHEFIT

2021
—7—_q£
RMB’000
ARETT
W -~ B MRE 31,413
6,968
R—EEE QR Z2%E (M @) 55,882
94,263

Hi5E(a)

R-E-_—FtA=1TH REERHERL
—HAEE2ERBHB AR - &M EbEER %Eﬁ
BARICBYE=h) BN RIFBERZER QA
T&MNRIBBEMNE ) —HASE2EHBHBER

A B2E—HEEHEERANBREBARE1.04E
mﬁ%Gﬁ%$ED$%@ﬁM$ﬁﬁﬁﬂ&%%
P& o Mﬁ%?ﬁn&&'ﬁmﬁﬁﬁiﬂ&m%ﬁ
HERMEL0FMBEE  ETBRAEENHBR
%:%:*¢+:Hz+f5'$%§%ﬂ%%%
BAREL AT ASLEZIERBEE -

A\—ZE-——F—A=+A  RIGEBRRHERAR
HENBIESREARARAZE —NEEHEER
NBEREARKS56H 8T H &6 RinE 2R
Tl 35% (Rt o & 2 BB RIE o

— = —

=
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40. DISPOSAL OF A SUBSIDIARY

An analysis of the assets and liabilities and the cash outflow of the

disposal is as follows:

Net assets disposed of:
Property, plant and equipment
Right-of-use assets
Financial assets at fair value through profit or loss

Cash and bank balances

Inventories

Trade and notes receivables

Prepayments, other receivables and other assets
Trade and notes payables

Other payables and accruals

Profit disposal of a subsidiary

Satisfied by
Remaining equity interest held by the Group
measured at fair value on disposal date
Cash

Statutory reserve of RMB13,563,000 was released to retained

earnings upon disposal.

40. HE—EKRBAR

BAELE

RS E

EREEE

AR EFEREEST AERZ
MBEE

B MRITER

FE

FEWE 5 M EIEFIA

B - E s RUGRIA M BB E
BN E 5 MEEFIA

Hip R R IEIRRE

& — R B AR 2% A

AEBFANRGEEELER
URAEEE
Re
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HEEE  BERRSREZ2TOT

30 July
2021
—E-_—F
+tA=+H
RMB’000
AR®TR

14,162
3,423

31,000
1,660
3,403
11,042
406
(2,291)
(1,992)

60,813

99,069

159,882

55,882
104,000

YA TE 1 AR5 13,563,000 T A & B B8 1 &=
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40. DISPOSAL OF A SUBSIDIARY (Cont’d) 40. HE—FEMBA R (&)
An analysis of the net inflow of cash and cash equivalents in respect HEHRBRARNRENRESEEMWFRALN
of the disposal of a subsidiary is as follows: AR

2021
—E-—F
RMB’000
AR® T
Cash consideration received in 2021 R-ZZE_—FRINRERE 75,319
Cash and bank balances disposed of HERIRE RIBITFRK (1,660)

Net inflow of cash and cash equivalents in respect of HEMBRARTNREERESEBWHFRA
the disposal of a subsidiary 73,659
The total consideration of the disposal of a subsidiary amounted to HE-RHBARANBRERARK
RMB104,000,000 (note 39), of which RMB75,319,000 was received 104,000,0007C( MY & 39 )+ H A AR &
in 2021 and the remaining amount of RMB20,800,000, after 75,319,000 /LERN == —F I F| - £HIK A
deducting withholding tax, was included in prepayments, other ML & BRFNA KM 20,800,000 TR ABIEZF
receivable and other assets as at 31 December 2021. TFET AT HMEMK - A ELGK

HERHMEE
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41. NOTES TO THE CONSOLIDATED STATEMENT OF 41. HERERERMTE
CASH FLOWS
(A) CHANGES IN LIABILITIES ARISING FROM FINANCING (A) HEETBELNEEEE
ACTIVITIES
2021 —E-—fF
Payable for
repurchase
of shares
included in
other payables Lease
and accruals liabilities
BER
Hitt AR R
ERREBAN
1 88 IR 19 FE A K HEEE
RMB’000 RMB’000
ARETR ARETR
At 1 January 2021 RZE—_—F—H—H 5,905 2,949
Changes from financing cash flows BB SR E (15,531) (1,044)
New lease EE - 502
Covid-19-related rent concessions A AR fiEEE Covid-19
from lessors HEHEEE - (1)
Interest expense FEZ - 101
Repurchase of shares o] B AR 17 9,626 -
At 31 December 2021 RZFZ—F+=-A=+—H - 2,507
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41.

NOTES TO THE CONSOLIDATED STATEMENT OF
CASH FLOWS (Cont’d)

(A)

(B)

Notes to Financial Statements

PR AR BT RE

31 December 2021

AN

41. maBRER

RZZE——F+=A=+—H
EREBRMEE ()

CHANGES IN LIABILITIES ARISING FROM FINANCING (A) HEEITBHELENEESE (F)
ACTIVITIES (Cont’d)
2020 —E-TF
Payable for
repurchase
of shares
included in Interest-
other payables bearing bank Lease
and accruals borrowings liabilities
BER
H A TR %
TEIRE AR
(0] % A& 17 FE 1< 5K RRITEE HEBE
RMB’000 RMB’000 RMB’000
ARBTT ARETT ARETT
At 1 January 2020 i e ¢ H H 398 216,776 2,907
Changes from financing BEIRE R
cash flows (40,277) (216,776) (59)
Covid-19-related rent 0 AR £ E2 Covid—19
concessions from lessors HEHLER _ _ 5)
Interest expense FEZ - — 106
Repurchase of shares [0 f& A% {9 45,784 = =
At 31 December 2020 RZZE_FF
+=A=+—-8 5,905 - 2,949
TOTAL CASH OUTFLOW FOR LEASES (B) HEZBRERH
The total cash outflow for leases included in the consolidated ERERERSRERNOERRRS
statement of cash flows is as follows: MR -
2021 2020
—EBE-F —E-EF
RMB’000 RMB’000
ARBT R ARBT T
Within operating activities ETEBA 1,020 958
Within financing activities BEEEA 1,044 59
2,064 1,017
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42.

43.

44.

COMMITMENTS
(@  The Group had the following capital commitments at the end
of the reporting period:

Contracted, but not provided for: BEI4 - BRIERE

Plant and machinery B 3
(b) The Group has various lease contracts that have not yet
commenced as at 31 December 2021. The future lease

payments for these non-cancellable lease contracts are
RMB138,200 due within one year.

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

Salaries, allowances and benefits in kind e EANEYEA
Employee share option benefits B TREIRERT

Pension scheme contributions RIS ETEIH R

Total compensation paid to key

management personnel

Further details of the directors’ and the chief executive officer’s
emoluments are included in note 8 to the financial statements.

EVENT AFTER THE REPORTING PERIOD

Save as disclosed elsewhere in the financial statements, on February
2022, Mr. Chen Shaojun has resigned from his position as an
executive director and the chief executive officer of the Company as
well as other directorships and general manager at the subsidiary or
associated company level of the Company. Mr. Wu Weixian has
been appointed to act as the chief executive officer of the Company
with effect from 16 February 2022.
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42, FEIE

(@) MMERRLTEEEBATERANE

2021
—E-—F
RMB’000
ARETR

239,908

2020
—ETF
RMB’000
AREFIT

252,523

b)) RZBEZ—F+-_A=+—BAE=E#E
EHARBZZEAESY - LETT
BBz HE 2 AR —FRHAEREA

AR#138,200 7T °

43. BHBAIRS

AEBIEERASHS
2021 2020
— —ECTF
RMB’000 RMB’000
ARET T ARETT
8,843 7,089
1,601 4,579
144 102
10,588 11,770

EXRBENEHEHNTBERERMES -

44, IR{EHIESE

BRI BRREMAEDOWEESN

NZE—-—

FZA BRBELREBRIARRRTESRE
HRENRAARZHEA R RIS AR EED
HMEEREKEBE BTG REBEEEFE-T
ZZF A+ HEHEEEARAAREE -
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45. STATEMENT OF FINANCIAL POSITION OF THE 45. NPT BT R

COMPANY

Information about the statement of financial position of the Company
at the end of the reporting period is as follows:

NON-CURRENT ASSETS
Interests in subsidiaries

Total non-current assets

CURRENT ASSETS

Prepayments, other receivables and
other assets

Financial assets at fair value through
profit or loss

Cash and bank balances

Total current assets

CURRENT LIABILITIES

Other payables and accruals

Total current liabilities

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT
LIABILITIES

Net assets

EQUITY

FRBEE
NI PNk 2o

FEREEE R

RBEE
B R RREIE R EMmEE

MRS BB B EE B AR
2 H AR
B e RBITHER

RBRE
His BN R IEIRRE

mERERE

EERBERRBAE

REE

B

Equity attributable to owners of the parent & 2 T #H A (G

Issued capital
Treasury shares
Reserves (note)

Total equity

BEEITIR
EER
fé 8 (PRE)

REEARE

RBERRARBNFBRARERAT

2021 2020
S5 e
RMB’000 RMB’000
ARMTR AR¥F
251,780 243,617
251,780 243,617
266 246

6,933 5,962
2,540 10,236
9,739 16,444

393 6,218

393 6,218

9,346 10,226
261,126 253,843
261,126 253,843
80,370 81,072
- (430)

180,756 173,201
261,126 253,843
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45. STATEMENT OF FINANCIAL POSITION OF THE 45. AN T IEAR R ()
COMPANY (Cont’d)
Note: Bz -
A summary of the Company’s reserves is as follows: RARZREBRENT -
Share Share Capital Exchange
premium  Contributed option redemption  fluctuation Retained
account surplus reserve reserve reserve profits Total
EAHEE B %R E
R EE MBS BRERE o1 e REER “wE
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETT ARETT ARETr ARETT ARETR
At 1 January 2020 R-ZE-TF—F—H - 100,175 41,124 5,684 (41,563) 96,530 201,950
Profit for the year AEEEF = - - - - 102,753 102,753
Other comprehensive income ~ AFEE 2
for the year:
Exchange differences EiESR = - - - (14,279) - (14,279)
Total comprehensive income  AEEZ2E W AR
for the year - - - - (14,279 102,753 88,474
Shares repurchased BEEYE KD
and cancelled - - - 1,634 - (33,239 (31,605)
Shares repurchased and BRI ER A 8
subsequently cancelled ZWfn - - - 430 - (12,545) (12,115)
Final 2019 dividend declared ~ EJE=Z— ALERLIIRE, - - - - - (61,358) (61,358)
Equity-settled share option AR S B BB AR 20
arrangements - - 8,109 - - - 8,109
Lapse of share options ESiod - - (4,176) - = 4176 -
Interim 2020 dividend —E-TERERS = = = = - (20,254) (20,254)
At 31 December 2020 and R-Z-ZTF
1 January 2021 +-RA=+—HEK
“T-—%—-f—H - 100,175 45,057 7,748 (55,842) 76,063 173,201
Profit for the year HRER A - - - - - 161,266 161,266
Other comprehensive income A& E fih 2 E S ¢
for the year:
Exchange differences i 5 258 - - - - (6,963) - (6,963)
Total comprehensive income  AFEE 2 E i EEE
for the year - - - - (6,963) 161,266 154,303
Exercise of share options d e 2,521 - 417) - - - 2,104
Shares repurchased BRI HE Rk
and cancelled - - - 358 - (9,626) (9,268)
Final 2020 dividend declared ~ ER =T =TFRER L - - - - - (125,312) (125,312)
Equity-settled share option PARRIE S 15 ) AR X o
arrangements - - 4,328 - - - 4,328
Lapse of share options e WA - - (29,390) - - 29,390 -
Interim 2021 dividend —Z-—FREKRS - - - - - (18,600) (18,600)
At 31 December 2021 RZZE-_—F
+-A=1+—H 2,521 100,175 19,578 8,106 (62,805) 113,181 180,756
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45.

46.

STATEMENT OF FINANCIAL POSITION OF THE
COMPANY (Cont’d)

The contributed surplus of the Company represents the excess of
the then consolidated net assets of the subsidiaries acquired
pursuant to the Group Reorganisation referred to in note 35(i), over
the nominal value of the Company’s shares issued in exchange
therefor.

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

should the related options expire or be forfeited.

APPROVAL OF THE FINANCIAL STATEMENTS
The financial statements were approved and authorised for issue by
the board of directors on 25 March 2022.

Notes to Financial Statements

45.

46.

PR AR BT RE

RZZE——F+=A=+—H
AN B B AR 3R ()

31 December 2021

ANA B B B ER AN BT 5E 35() At 18 AR HR 5
BHMRBHBARERNGEAEEFERE
KARABRBEEEEMBITHARRRGE
EREHD -

BREFREEECRBERNRTERBERENRD
AfE - RE-FEMFRPBHRERME2.4K
MW EFBRA - EEHERBETE
B HBESEEERITRARRENDRE
B NEAEBREDHRBORME - HHE
A ERE A o

B R 3R 3k A L
PBREER - E-_—&E=-A-+HEREES
SR IR T
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Five Year Financial Summary

EEMBEBE

A summary of the results and of the assets and liabilities of the Group for
the last five financial years, as extracted from the published audited
financial statements, is set out below.

ATARAEERNBERBVRFEZ2EE EER
BERE - WIREEE AMRERIERE

Year ended 31 December

BE+t-A=1t—HLEE

2021 2020 2019 2018 2017
—E--% ZE-TF T-NF ZE-NF T—tF
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AR®TRT AR®TT ARETT ARETT ARBTT
RESULTS ¥i5
Revenue WA 1,165,155 1,024,270 950,007 948,938 882,483
Cost of sales SHERAR (483,893) (473,625) (414,138) (353,909) (320,934)
Gross profit EF 681,262 550,645 535,869 595,029 561,549
Other income and gains H A A Wiz 135.879 38,426 48,071 47,923 30,372
Selling and distribution expenses 45 K% 4 & F (109,030) (54,572) (84,812) (106,854) (88,086)
Administrative expenses THER (117,409) (109,224) (97,087) (83,184) (82,491)
Research and development costs A 7t & 5 2 B 2K (67,028) (57,944) (49,651) (46,352) (46,352)
Other expenses HfnE& A (37,292) (12,434) (21,158) (13,584) (2,594)
Finance costs HsER (641) (4,828) (5,309) (1,152) 13)
Share of losses of an associate {5 —EEE & A A) 2 518 (46,418) (18,771) (11,829 (14,049) (6,682)
PROFIT BEFORE TAX BB AT F 439,323 331,298 314,004 377,777 365,703
Income tax expense Frig R (85,160) (66,505) (58,738) (73,817) (72,725)
PROFIT FOR THE YEAR REEm T 354,163 264,793 255,356 303,960 292,978
Attributable to: A T&IBRES
Owners of the parent (SYNCIEZZSPN 358,175 268,130 255,430 303,960 292,978
Non-controlling interests JEIERR R 2 (4,012) (3,337) (74) - -
354,163 264,793 255,356 303,960 292,978
ASSETS AND LIABILITIES SERAE
TOTAL ASSETS WEE 3,339,558 2,908,735 2,786,387 2,366,029 2,181,211
TOTAL LIABILITIES BafR (941,697) (720,143) (760,075) (444,867) (375,053)
NET ASSETS BEE 2,397,861 2,183,592 2,026,312 1,921,162 1,806,158
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CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed during the
following periods:

(i) from Monday, 23 May 2022 to Friday, 27 May 2022, both days
inclusive, for the purpose of ascertaining shareholders’ entitlement to
attend and vote at the 2022 AGM. In order to be eligible to attend
and vote at the 2022 AGM, all transfer of shares of the Company
accompanied by the relevant share certificates and the appropriate
share transfer forms must be lodged for registration not later than
4:30 p.m. on Friday, 20 May 2022 with the Company’s branch share
registrar and transfer office in Hong Kong, Tricor Abacus Limited, at
Level 54, Hopewell Centre, 183 Queen’s Road East, Hong Kong.

(i) from Thursday, 2 June 2022 to Monday, 6 June 2022, both days
inclusive, for the purpose of ascertaining shareholders’ entitlement to
the proposed final dividend. In order to establish entitlements to the
proposed final dividend, all transfer of shares of the Company
accompanied by the relevant share certificates and the appropriate
share transfer forms must be lodged for registration not later than
4:30 p.m. on Wednesday, 1 June 2022 with the Company’s branch
share registrar and transfer office in Hong Kong, Tricor Abacus
Limited at Level 54, Hopewell Centre, 183 Queen’s Road East, Hong
Kong.

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

ANNUAL GENERAL MEETING

The 2022 AGM will be held on Friday, 27 May 2022. Details of the 2022
AGM are set out in the notice of AGM with constitutes part of the circular

to Shareholders sent together with this annual report.

Information for Shareholders

TEREBERAOBEERT

ARRER TSR E SRR BFELTE -
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=98 RERRRZEAERMNBLELS
BREERMEERATDIIBSELTFE
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FINANCIAL CALENDAR

2021 AGM

Announcement of 2021 interim results
Announcement of 2021 annual results
2022 AGM

DIVIDENDS

2021 Interim dividend
Payment date for 2021 interim dividend

Proposed 2021 final dividend

Ex-dividend date for 2021 final dividend

Book closing dates for 2021 final dividend

Payment date for proposed 2021 final
dividend

204 DAWNRAYS PHARMACEUTICAL (HOLDINGS) LIMITED BESSUZ% (4R%) B R A 7]

28 May 2021
27 August 2021
25 March 2022
27 May 2022

HK$0.015 per share
5 October 2021

HK$0.065 per share

31 May 2022

2 June 2022-6 June 2022

on or about 15 June 2022

B# R

ZECFRFERAFAT —ZE-—FRAZ+TNA
NMETE-—Eh#EE —T-—F\A-++H
MZE-—F2F¥E —T--F-A=-+HH
TECCFREAFAE T _FRA-++H

B

ZEZFRERS FRRAE0.0157T
ZEC-FHRERE —E-—%1+AAA
R B ER

BRERE-_T_—F FHEE0.065 T
KBS

ZEC-FREARE —E--FAA=+—H
GSN=E:

ZEC-FRERE —E--fF5-AZH
BIEBF A Z5XARH

BRRREZ_ZE-—FXE —E-_-_FXA+HA
R SRS B HA B



Units 3001-02, 30/F, CNT Tower, 338 Hennessy Road, Wanchai, Hong Kong

B EFEEFFIE3385R L/ 0:30183001-02F

22 Tianling Road, Wuzhong Economic Development District, Suzhou, Jiangsu, PRC.
FREDT & A &N T R PSR E KRB 225%

www.dawnrays.com


http://www.dawnrays.com
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