


FRBEZHHA RN ([BRA]) A XK ([RXR]) 6945 & ¢

BERDAREZB/ ARG LA RS —EEFT T c AL EM LR EF A8 FAA BEGBA R

o FHBAHAAARBAH o sh s EAER EFHAITEHLANARTAZTAAEEER G ENE

EmBHRE HERETOATBRTHRETAFZFLAGOTER R - 5B & 8 FWE 6% 8% 515
BRAERE ~ A EROEFARAARFEATHEARAS TR AL b KB TH -

HABERETAAHAGRTAR  ENXREFFOEFTRERAINRAFIFAARTRRNG TS
HEAR Pl Lk ABEAERITNRAEASZAEFTHTH -

B EBHBEAN TR IR T EAEBAMANELRRENEIHAMAAERSE - LT A FAEERNER
BEFALENGHESTH - B FEEAHATREZEAFEHNTAHALIHRAE  LERSGH T L
AT A A A A o

Characteristics of the Growth Enterprise Market (“GEM”) of The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”)

GEM has been established as a market designed to accommodate companies to which a high investment risk may be
attached. In particular, companies may list on GEM with neither a track record of profitability nor any obligation to
forecast future profitability. Furthermore, there may be risks arising out of the emerging nature of companies listed on
GEM and the business sectors or countries in which the companies operate. Prospective investors should be aware of
the potential risks of investing in such companies and should make the decision to invest only after due and careful
consideration. The greater risk profile and other characteristics of GEM mean that it is a market more suited to

professional and other sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities traded on GEM may be more
susceptible to high market volatility than securities traded on the Main Board of the Stock Exchange and no assurance

is given that there will be a liquid market in the securities traded on GEM.

The principal means of information dissemination on GEM is publication on the internet website operated by the
Stock Exchange. Listed companies are not generally required to issue paid announcements in gazetted newspapers.
Accordingly, prospective investors should note that they need to have access to the GEM website in order to obtain

up-to-date information on GEM-listed issuers.
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COMPLIANCE OFFICER:

Li Wei Da

QUALIFIED ACCOUNTANT:

Ho Hon Ming, John
BA (Hons) Econ, FCA

AUTHORISED REPRESENTATIVES:

Li Wei Da
Wong Mei Ling, Marina
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Kwok Chin Kung, Robert
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PROCESS AND NOTICES:

Li Wei Da
Wong Mei Ling, Marina

REGISTERED OFFICE:
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10/F., Shanghai Industrial Investment Building
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Wanchai, Hong Kong
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Deloitte Touche Tohmatsu
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www.siicmst.com

PRINCIPAL SHARE REGISTRAR AND TRANSFER
OFFICE:

Bank of Butterfield International (Cayman) Limited
P.O. Box 705, Butterfield House

Fort Street, George Town

Grand Cayman, Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR AND
TRANSFER OFFICE:

Secretaries Limited

5th Floor, Wing On Centre
111 Connaught Road Central
Hong Kong

PRINCIPAL BANKERS:

Bank of Communications

Hang Seng Bank Limited

The Hongkong and Shanghai Banking Corporation Limited
Bank of China (Hangzhou Qingchun Branch)

Construction Bank of China (Shanghai Branch)

Industrial and Commercial Bank of China (Hangzhou Branch)
Industrial and Commercial Bank of China (Shanghai Branch)

WEBSITE ADDRESS:
www.siicmst.com



IEREEHENE (E8) SRAH
SIIC Medical Science and
Technology (Group) Limited

100% 1100% 55% 100% 100%
I
hELE LERAPEE TEERSREER
Lﬁ%ﬁﬁ? s R A (2) ﬂﬁﬁ%@m ﬁﬁﬂa LERIERERAT
WEARLA Shanghai Modern SIMST Medical . .
" Beijing SIMST . o : S.1. Daily Chemical
SIMST eMedical . . Chinese Medicine Science and : o
. Chinese Medicine Holdings Limited
Network Limited s Research and Technology Development
Limited (Note) -
Development Center Limited
ERERERETHE It R R BB R g R
Telemedicine and Research and Research and
e-commerce development development base 55% 40%
base in Beijing in Shanghai
MMEEE EERl

i REI T T AR

Note: Incorporation procedures were in progress

Hangzhou Qingchunbao

Shanghai Jahwa

g oHEEEEER
Manufacture,
distribution and sale of
pharmaceutical products

B DR
HEBAZRERKER
Manufacture, distribution
and sale of personal care
and cosmetic products




4 K
ESR

Zhuo Fu Min

Chairman




HESERR (BEET)
Net Asset Value Growth (HK$'m)

3

199"

99-12-31 _99-6-30

* HESH
*  Pro Forma Combined

EeEREEME (RE)ARQR] (| EEEER ) 2 —H
KB EXBAELD  MARSHBRAEKIENDTEX  K—N
AWNhE+ AR EAGEEFEHERZMARRGE] ([
D) BlMms Em o el - L EEERIZRIRE
mIZAREN RN ERDESs7EEERRE  mMaES
BN EE RS E g5t 2 MR o [y - AREIEEG
MEEBWMZAERDE LTHEER LR — A EHEAR
~R] - RIEX (RE) AR QR - M| ilA R QRIS
HRiwEZRRARAR]  (FAEEEENMERMNRBERES
AULRREE  AARBBIFES - FAFZEEHELEEEY
PRRABELSZL  UPE - EYBRER/SEEMENIRM
fEEEEER -

£y JE)

FTEBEME ET#HATENEA - BEFPBBERBEEI}
FEE EREEHAE B AEBEEAETEHER
BRETHNESHREERXS  RRANRKEEXF AL
MEFT L3R o

EXABEEREXBRAA (MIMEFHD

FHEEREFAERLE  RELMOESEA N TERMEHRSK
FeodBMERDOEENE gMPp LIFRETE R ERERE
HEEn Mk - AEh M EmORITERIERIERN - &
EEHEANBERENEEEER ((EmEERD M XEL
THHA LR A AL ©



SIIC Medical Science and Technology (Group) Limited (“SIIC
MedTech”) is a company with medical science as its core business

and modern high technology as its backup. The shares of which
were listed on the Growth Enterprise Market of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) on 2nd
December, 1999. During the initial public offering, SIIC MedTech
was feted by the equity markets with the overseas placement and
the Hong Kong public offer being over-subscribed by 57 times and
495 times respectively. At the same time, four blue-chip companies
listed on the Main Board of the Stock Exchange, namely CITIC
Pacific Limited, Cheung Kong (Holdings) Limited, Hutchison
Whampoa Limited and Sun Hung Kai Properties Limited were
invited to be strategic investors in SIIC MedTech. | am extremely
heartened by these results and the commitment in enabling SIIC
MedTech to become a modernised medical conglomerate with
medical science as its hub and Chinese medicine and bio-
pharmaceutical as its two development arms.

BUSINESS REVIEW

Although SIHIC MedTech was listed only for about four months, each
of its business objectives is progressing satisfactorily ahead of the
expected schedule. The Group is now entering into the horizons of
e-commerce and fully devoted in the promotion of telemedicine
business which brings about the use of internet in its modernised
medical science business.

Chia Tai Qingchunbao Pharmaceutical Co., Ltd. (“Hangzhou
Qingchunbao™)

The development of this business continues with a growth trend.
The sale of health supplement products is scaling a new historical
height. The injection workshop has fully complied with GMP
standards and completed the first testing of the provincial health
bureau pharmaceutical administration. Scientific research of the
newly developed products is running smoothly. Shen Kang Ning
Coated Tablet has obtained the approval document of the State
Pharmaceutical Supervision and Administration of the PRC
(“SPSAC") earlier than expected.



tEREBEERAFRLE ([ ERBRL]

BREFEBRIARY - HE#EB KA 139% > BAIERIEEHE
FEAIRDE LT HE-THFALBFRILEERIRELES
T AR e

MEpEREN

ARPEZFZEFLCKL  KERPRERAEDER &
HEx  EYELEMEDLEEER  RBMNEETIEERE
R EER - bk LaRAREENSEFERE - FEHR
MABEWTAEEET  HAFAZE  RFEREFREE
EHLO—KEE -

HEmRE

FEBE -REANBERRELREEGERE NEMEEM

ERBILSNEEMIZMEEREMERRAZRRE - BATRH
R R AT o
WMLEEEER

MAF=A++H FEBEHE -KEFLZMNHHALEEHELA
EEBEERBRNARARMA 2008 TARENRERE
HED < —+RESTROBBIHZE - ZorCHBEXRBEHE
HMfEEAEEE rmEdMEC s — 2 HEFEHE
EHEFEERBLETBENDERE  XHEEMRKAR  ZFER
IRE RS 7R E R RAE ©

FEBERNHEEBLEERS  LAHSHAEBNTE
BEARUh SR BC S HETT SR AR AERANEBES -



Shanghai Jahwa Joint-Stock Corporation (“Shanghai Jahwa”)

The overall performance of the business was satisfactory with a
growth in sales of approximately 13%. Shanghai Jahwa is presently
prepared for its listing on the PRC “A” Share Market which will
project a new profile to the investors.

Research and development base

The Modernised Chinese Medicine Experts Committee was formed
with experts in medicine botany, pharmacology, botanical chemistry
and medicine chemistry, manufacturing and production technology
and clinical. The research and development bases in Beijing and
Shanghai have launched their operations. The base in Hong Kong
is being finalised. A solid foundation in research and development is
one of the Group’s competitive advantages in its business.

Manufacture of pharmaceutical products

The Group is negotiating with a renown international
pharmaceutical manufacturer for the establishment of an alliance as
the world-wide sales agent (other than the PRC) for a number of
the Group’s products and product development. The negotiation is
now progressing satisfactorily.

Internet sales business

On 17th March, 2000, the Group entered into a share subscription
agreement with Shanghai Medical Information Limited, a renown
pharmaceutical internet sales company in respect of its subscription
of a 20% equity interest at a consideration of RMB12 million.
Shanghai Medical Information is principally engaged in the
provision of pharmaceutical information service on internet and in
e-commerce, and is one of the pilot units in pharmaceutical e-
commerce designated by the relevant state authorities in the PRC.
It has a mature business base and achieved outstanding
performance since its establishment last year.

The Group will actively pursue its internet sales business and will
capitalise on the maturity of that company to promote the Group's

11
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Chinese medicine e-commerce. Internet sales business will
combine effectively with the existing business networks and sales
team of the Group to create synergy effect.

Telemedicine

In February this year, the Group signed a memorandum of
agreement with Cyber-Care Inc., a U.S. company listed in the
Nasdaqg Market in respect of the telemedicare business. It was the
Group’s first step in exploring medicare business through high
technology. In addition, the Group has also signed a letter of intent
in March this year for the development of the telemedicine business
with a company in Shanghai, which is engaged in telemedicine and
has good relation with hospitals on the internet. Although the
market focus of these two projects are different, they do
complement the businesses of each other.

BUSINESS STRATEGY

The long-term development strategies of the Group are “Vision”,
"Focus” and “Growth”. The Board of Directors has defined four
principal business strategies for the Group in Year 2000:

1. Develop high level pharmaceutical and health supplement
products and promote the modernisation of Chinese medicine
through the research capability provided by the three research
and development bases in Shanghai, Beijing and Hong Kong
under the professional guidance of the Modernised Chinese
Medicine Experts Committee;

2. Focus on the upgrade of production technology and
enhancement of product quality of the Group companies with
the objectives of launching products which meet international
quality standards and expanding our international market
through joint alliances with international strategic partners;

3. Develop actively a multi-faceted sale business, in particular,
the e-commerce business by capitalising fully on the well-
developed business foundation and networks of Hangzhou
Qingchunbao and Shanghai Jahwa; and

13
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4. Utilise the four competitive advantages of the Group’s
business — research and development, business network,
product quality and market experience to create a high level,

high standard and sizeable modernised medical conglomerate
with Chinese medicine and bio-pharmaceutical as its two
development arms.

PROSPECTS

SIIC MedTech features high tech characteristics and the advantage
of a stable profit base. It successfully integrates the two features to
form a new structure, creating new opportunities for investors. SIIC
MedTech will continue its business development and capitalise on
the trend of high technology business with internet and e-commerce
as the focuses. It will maximise its competitive advantages in
modernised medicine business to develop a PRC based
conglomerate facing the international market and having
modernised Chinese medicine as its core business and modern
high technology as its backup and ultimately to enter into the
international mainstream market.

The Group will continue to speed up its pace of expansion through
mergers, acquisitions, strategic alliances and joint ventures. The
Group is well-prepared to meet any challenges head-on and create
new businesses.

On behalf of the Board, | would like to take this opportunity to
express my gratitude to the shareholders for their unfailing support
and to my colleagues for the endeavours they have made in
realising the objectives of SIIC MedTech.

’]!

\(%’5\

Zhuo Fu Min
Chairman

Hong Kong, 20th March, 2000
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FINANCIAL POSITION

The Board of Directors is pleased to announce that the audited pro
forma combined profit attributable to shareholders of the Group for
the year ended 31st December, 1999 was HK$71,483,000, which
exceeded the profit forecast as set out in the prospectus of the
Group published on 23rd November, 1999 (the “Prospectus”) by
over 19%. Earnings per share was HK14.6 cents.

As disclosed in the Prospectus, the Board of Directors resolved not
to recommend a final dividend in respect of the period from 17th
September, 1999 (date of incorporation) to 31st December, 1999.

BUSINESS REVIEW

Hangzhou Qingchunbao

During the period, the sales and profit of Hangzhou Qingchunbao
were in line with expectations. The sales of health supplement
products reached a historical height that providing the Group with a
sound profit base.

Marketing and promotion

During the period, through the networks of Lian Hua Supermarkets
(“Lian Hua”), Hangzhou Qingchunbao was able to increase 60 sales
outlets in and outside Shanghai instantaneously. This has
effectively expanded the size of the sales networks of Hangzhou
Qingchunbao.

As at the period end, Hangzhou Qingchunbao has 55 sales offices
located throughout the main provinces of the PRC. In addition,
Hangzhou Qingchunbao has a professional marketing team of
about 590 persons, 60% of which are domestic medical
practitioners which form a medical network and enhance the
business development of the Group.

BERAREREEE (8%Tr)
Qingchunbao Anti-ageing

Tablet Turnover (HK$'000)

53,226

22,797

97 98 99
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Research and development

The progress in research and development of the newly developed
products by Hangzhou Qingchunbao are as follows:

Chinese Mugwort Leaf Oil Soft Capsule is a category 4 new
medicine with the medical application for chronic bronchitis and
bronchial asthma. Pre-clinical trial study of this project was
completed;

Stomach Recuperation Capsule is a category 4 new medicine with
the medical application for gastrointestinal disorders. Pre-clinical
trial study of this project was completed;

Anti-cholelithiasis Tablet is a new medicine with the medical
application of an anti-cholelithiasis agent. An approval document
has been obtained from SPSAC as scheduled;

Cassia Seed Lipid Lowering Tablet is a new medicine with the
medical application of lowering blood lipid levels. An approval
document has been obtained from SPSAC as scheduled; and

Shen Kang Ning Coated Tablet is a new medicine with the medical
application of relieving symptoms caused by chronic nephritis or
impairment of renal functions. In November 1999, Hangzhou
Qingchunbao has obtained the approval document of this new
product from SPSAC. The approval process was completed earlier
than expected.

Production and facilities

Hangzhou Qingchunbao currently has six production workshops
with a total factory area of 92,000 sq.m. The chemical based tablet
and capsule workshop has obtained GMP certification and the
injection workshop has fully complied with GMP standards and
completed the examination of the provincial pharmaceutical
administration bureau. Application for approval has been made to
SPSAC and it is now awaiting certification.

BEIHBEEE (BT
Shen Mai Injection Turnover (HK$'000)
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Shanghai Jahwa

During the period, the overall business performance of Shanghai
Jahwa was satisfactory, with an increase in sales of approximately
13% over the previous year. Looking ahead, the operating targets
of Shanghai Jahwa are to upgrade the operating quality and to
expand the operating scale with a focus on the specialty and
branding of the products.

In 1999, Shanghai Jahwa has continually been introducing new
products and placing its efforts in developing new technology. In
2000, Shanghai Jahwa will concentrate on the product development
of “Liushen”, “Herborist” and Cocool of “Chinf de Chinf”.

One of the critical success factors in the personal healthcare
products and cosmetics is research and development of new
products. Shanghai Jahwa is contemplating to establish a new
research centre in order to strengthen its competitiveness against
foreign enterprises.

Besides, Shanghai Jahwa is presently preparing for its listing on the
PRC “A" Share Market. The related reorganisation is still in
progress. Depending on the market condition, it is targeted that the
shares of Shanghai Jahwa shall be listed in the PRC “A” Share
Market within this year.

Research and development base

During the period, the Group has accelerated the establishment of
the research and development bases. The overall progress is better
than expected.

On 17th December, 1999, the Group and Shanghai University of
Traditional Chinese Medicine (“SUTCM”) signed a joint venture
contract and an articles of association in respect of the
establishment of “Shanghai Modern Chinese Medicine Research
and Development Center” for the development of new medicine and
new treatments using modernised Chinese medicine. The Group is

21
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sis

now assessing six of the new medicine projects presently under
research and development by SUTCM. Some of these projects
possess conditions for commercial production and their progresses
in research and development are comparatively mature. The Group
will assess the projects from the prospectives of their capability of
commercial applications, market competition of the products and
profit forecasts etc.

On 26th November, 1999, a letter of intent was entered into with
Beijing University of Traditional Chinese Medicine ("“BUTCM").
Pursuant to the letter of intent, BUTCM agreed to provide facilities,
equipment and researchers for the Group. The Group also has the
right to acquire the findings of BUTCM at preferential prices. Beijing
research and development base will be devoted in the research and
development of state category 2 new medicine as well as health
supplement products for harmonising human functional
disequilibrium, in particular, with senile diseases as the main thrust.

During the period, the Group has discussed with several
universities in Hong Kong regarding the feasibility of setting up a
modernised Chinese medicine research and development centre
with testing and analysis facilities. The progress and development
of the centre will adhere to the policies implemented by the
Government of the Hong Kong Special Administrative Region
("HKSAR”) and the timetable for its implementation in order to
facilitate future development.

In addition, in order to enhance the research and development
capability, in February this year, the Group has established the
Modernised Chinese Medicine Experts Committee which acts as
consultant of the Group on research and development.
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Presently, the Experts Committee has nine committee members,
including experts in medicine botany, pharmacology, botanical
chemistry and medicine chemistry, manufacturing and production
technology, and clinical which cover several important elements of
the modernised Chinese medicine industry. The establishment of
the Modernised Chinese Medicine Experts Committee not only
assists in the realisation of the target of bringing modernised
Chinese medicine into the international mainstream markets, but
also provides a strong support to the Group’s research and
development bases.

Manufacture of pharmaceutical products

Establishment of a production base in Hong Kong

Meetings with Industry Department of the HKSAR in respect of the
planning and the feasibility of the establishment of a production
base in Hong Kong were held. The Group will make strategic
changes, when required, to the plan in line with the policies
adopted by the Government of HKSAR in the development of the
Chinese medicine industry.

Establishment of joint venture with reputable Chinese medicine
enterprises

During the period, attempts were made through intermediaries to
locate certain reputable Chinese medicine enterprises as joint
venture candidates. No agreement has been reached as of this
date. The Group will continue to identify and assess suitable joint
venture partners in order to accelerate the pace of development of
the Group’s business.

Joint alliance with international pharmaceutical company

The Group and its subsidiaries are presently negotiating with a
renown international pharmaceutical company in respect of a joint
alliance as the worldwide sales agent (other than the PRC) for a
number of the Group’s products and product development. The
progress is satisfactory. The Group will actively explore other
international cooperation.

25



26

BREEERTHEER

CoE

RMBESFTEAFEENOEE  FRELEEATTEERBER
g R —ERRMEERR - RAFZA+EE &%
il —REROBELBEFEQR A L8R ESCEROARR
alFi A1 200 B TARBNAERBEE D « — HIREREFTIK
it c A ARCHBEEAMEMMEEAEETE TEE
AMEML s — B RHUFEMEBEEERBLEFEH
X EBEBRK EFRENKCIE rBENX

Ao

AEBESHNHEEB CHERS VA EBNFE
BRI Z RIS ST BT HERERANKTFES -
MG R AR EAEBIR AN R ES MEEOE
& EFHEESBENBCR -

h e Je B B A BY 7 35 A A

A HE AR B E R R R BE D 5 R S H WS B AR AHE
TR - WEHRARMRFRAMBEETAV - &
SEMBMEZEHEBEENRAEE  FERTFEAEER
Bl s THH ©



Internet sales and marketing

E-commerce

In order to capitalise on the business opportunities in developing e-
commerce, the Group entered into the e-commerce business
horizon to form a modernised sales structure. On 17th March, 2000,
the Group entered into a share subscription agreement with
Shanghai Medical Information Limited, a renown pharmaceutical
internet sales company in respect of its subscription of a 20%
equity interest at a consideration of RMB12 million. It is principally
engaged in the provision of pharmaceutical information service on
internet and in e-commerce and is one of the pilot units in
pharmaceutical e-commerce designated by the relevant state
authorities in the PRC. Shanghai Medical Information has a mature
business base and achieved outstanding performance since its
establishment last year.

The Group will actively pursue its internet sales business and will
capitalise on the maturity of that company to promote the Group’s
Chinese medicine e-commerce. Internet sales business will
combine effectively with the existing business networks and sales
team of the Group to create synergy effect.

Expansion and consolidation of the distribution network in the PRC

During the period, the Group has conducted initial negotiations with
an acquisition target, which is engaged in the Chinese medicine
distribution business, and performed investigation and research on
its business performance and development. The Group will closely
monitor the progress of negotiations with the acquisition target. It is
hoped that the acquisition could be concluded during the year.
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Counter sales

Apart from utilising the networks of Lian Hua as sales channels,
during the period, the Group has also negotiated with Lian Hua to
expand the Group’s over the counter distribution capability. The
said arrangement will assist the marketing and sales of the Group’s
products.

Chinese medicine specialist clinic

After the period end, the Group has conducted negotiations with the
relevant authorities in Hong Kong and the PRC in respect of the
feasibility of setting up a Chinese medicine specialist clinic in Hong
Kong. The Group is making in-depth research and review of the
market demand, the business objectives and the set up of the clinic.

Telemedicine

On 18th February, 2000, the Group signed a memorandum of
agreement with Cyber-Care Inc., a U.S. company listed in the
Nasdaq Market (“CYBER?”) in respect of the establishment of a joint
venture between the Group and CYBER, which seeks to provide
marketing, application and service of Cyber-Care Electronic
Housecall System (the “System”) on an exclusive basis to the
territories in Asia other than Japan, Taiwan, India, Australia and
New Zealand. Besides, the Group also possess the production right
for the System. At present, the Group is negotiating with CYBER in
respect of the details of cooperation and the drafting of the
definitive agreements. In the Asian region, the PRC has more than
1.2 billion of population. With the ageing population and the
growing demand for medicare setvices, the market potential of the
System is enormous. The telemedicare network is also beneficial to
the promotion of modernised Chinese medicine by the Group. The
Group is now finalising the definitive agreements. The cooperation
with CYBER was the Group’s first step in exploring medicare
business through high technology.

29



30

H-EpEetFRIZESR W&

s RAF=ZH > ARE
ANHEBRAEARITFBENDRRTAFERE  ARHER
WEIEEBES - aMEBE OB ERTE - w55 LA
ELET IR -



In addition, the Group has also signed a letter of intent in March this
year for the development of the telemedicine business with a
company in Shanghai, which is engaged in telemedicine and has
good relation with hospitals on the internet. Although the market
focus of these two projects are different, they do complement the
businesses of each other.
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COMPARISON OF BUSINESS PROGRESS

Business scope

Hangzhou

Qingchunbao

Business objective

Business objective on

sales of principal

products:

1. Shen Mai Injection
(10ml)

2. Stomach Recuperation
Granules (15gx6)

3. Granules Niaoganning
(15gx6)

4. Granules Qingreling
(15gx6)

5. Qingchunbao
Anti-ageing Tablet
(80 tablets)

Development of marketing

channels

Business objective of
the 4th quarter of 1999
as disclosed in the

Prospectus

3,771,000 vials

1,566,000 boxes

439,000 boxes

278,000 boxes

852,000 bottles

Hospitals, clinics and drug
distributors will remain the
principal marketing
channels for Chinese
patent medicine and
health supplement
products. In addition,
Hangzhou Qingchunbao
plans to continue
negotiations with a view to
entering into arrangements
with other supermarket
chains in the PRC to
develop additional
marketing channels.

Actual business
progress up to
the 4th quarter of 1999

3,823,000 vials

1,359,000 boxes

434,000 boxes

317,000 boxes

1,467,000 bottles

Hospital, clinics and drug
distributors remained the
principal marketing
channels for Chinese
patent medicine and
health supplement
products. During this
period, through the
networks of Lian Hua,
Hangzhou Qingchunbao
was able to increase 60
sales outlets in and
outside Shanghai

instantaneously.
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Business scope

Business objective

Business objective on
production and facilities:

1. Premises

2. Status of GMP
compliance

Business objective on

research and development:

1. Chinese Mugwort Leaf
Qil Soft Capsule

2. Stomach Recuperation
Capsule

3. Anti-cholelithiasis
Tablet

4. Cassia Seed Lipid
Lowering Tablet

Business objective of
the 4th quarter of 1999
as disclosed in the

Prospectus

Hangzhou Qingchunbao
will maintain the existing
55 sales offices. The
marketing team will have a
total staff number of about
590.

Located in Hangzhou,
Zhejiang Province with a
gross floor area of about
92,000 sg.m.

Injection workshop in full

compliance with GMP
standards.

Complete pre-clinical trial
study.

Complete pre-clinical trial
study.

Obtain SPSAC approval.

Obtain SPSAC approval.

Actual business
progress up to
the 4th quarter of 1999

Consistent with the
business objective
described in the
Prospectus.

Consistent with the
business objective
described in the
Prospectus.

Injection workshop fully
complied with GMP
standards and completed
the initial testing of the
provincial health bureau
pharmaceutical
administration.

Completed the pre-clinical
trial study.

Completed the pre-clinical
trial study.

Obtained SPSAC
approval.

Obtained SPSAC
approval.
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Business scope Business objective
5. Shen Kang Ning
Coated Tablet

6. Shuangbaosu Oral
Tonic (Low sugar
formula)
Research and Shanghai research and
development development base

base

Beijing research and

development base

Business objective of
the 4th quarter of 1999

as disclosed in the

Prospectus

Began functional test.

Arrangement made with
SUTCM.

Continue to negotiate on
detailed terms of the joint

venture.

Commence evaluation of
the existing research and
development projects of
SUTCM.

Preliminary discussions
with traditional Chinese
medicine institutes and
experts to establish a
research and development

joint venture in Beijing.

Actual business
progress up to
the 4th quarter of 1999

Obtained SPSAC approval
in November 1999. The
whole approval procedure
was completed earlier

than expected.

Functional test was in

progress.

Signed a joint venture
contract and an articles of
association with SUTCM in
respect of the
establishment of “Shanghai
Modern Chinese Medicine
Research and
Development Center”.
Commenced assessment
of six of the new medicine
projects presently under
research and development
by SUTCM.

Initial development
strategies of Beijing
research and development
base were established and
a letter of intent was
signed with BUTCM.
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Business scope

Production of
pharmaceutical
products

Marketing and
sales

Business objective

Hong Kong research and
development base

Establishment of a
production base in Hong
Kong

Establishment of joint
venture with reputable
Chinese medicine
enterprises

Alliance with international
pharmaceutical companies

Expand and strengthen its
distribution network in the
PRC

Business objective of
the 4th quarter of 1999
as disclosed in the

Prospectus

Preliminary discussions
with research institutes in
Hong Kong.

Continue feasibility study
in respect of the
establishment of a
production base.

Continue to locate and
review potential suitable
joint venture candidates.

Continue preliminary
negotiations with
international
pharmaceutical company.

Conduct preliminary
negotiation with target.

Actual business
progress up to
the 4th quarter of 1999

Discussions on the
feasibility of establishing a
Chinese medicine
research and development
centre with testing and
analysis facilities were in
progress.

Meetings with Industry
Department of the HKSAR
were held. The feasibility
of the plan was under
review.

Attempts were made
through intermediaries to
locate certain reputable
Chinese medicine
enterprises as joint
venture candidates.

Negotiation with a well-
known international
pharmaceutical company
in respect of a joint
alliance as the worldwide
sales agent (other than the
PRC) of a number of the
Group’s products and
product development was
in progress.

Consistent with business

objective described in the
Prospectus.
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Business scope

Business objective

E-commerce

Over-the-counter sales

Business objective of
the 4th quarter of 1999
as disclosed in the

Prospectus

Conduct preliminary
evaluation.

Continue negotiation with
Lian Hua to expand the
Group’s over the counter
distribution power.

Actual business
progress up to
the 4th quarter of 1999

The establishment of the
first website in Greater
Shanghai area to
capitalise on the
opportunity for e-commerce
business was in progress.

Consistent with business
objective described in the
Prospectus.

USE OF NET PROCEEDS FROM THE ISSUING OF THE NEW SHARES AND/OR FROM OTHER

RESOURCES

Business scope

Research and
development
base

Marketing and
sales

Chinese medicine
clinical centre

Project
Shanghai research
and development

base

Beijing research and
development base

Hong Kong research
and development base

E-commerce

Over-the-counter sales

Amount used in the
4th quarter of 1999
as disclosed in the
Prospectus

HK$2,000,000

HK$500,000

Nil

Nil

Nil

Nil

Actual amount used
up to the 4th quarter
of 1999

Nil

approximately HK$374,000

Nil

Nil

Nil

Nil
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HUMAN RESOURCES POLICY

The Group believes that the success of an enterprise is attributable
to its team spirit, the contribution of all its staff members and their
devotion to the Group. Therefore, the Group is very attentive to the
human resources management. The Group not only offers
competitive remuneration packages but also concerns about the
personal development of its staff members. Staff trainings and
recreational activities were held by the Group with the objectives to
strengthen the communications between the Group and its staff

members, and to increase their sense of belonging with the Group.

In addition, in January 2000, the Group granted the first tranche of
share options to all its staff members in order to motivate and

encourage them to do their best.

INTERNAL MANAGEMENT POLICIES

To cope with the pace of development of the Group and in order to
maintain a better control over the internal management of the
member companies, the Group has compiled a set of internal
management policies, including profit distribution policy, budgetary
management policy, rules on credit and guarantee controls,
financial reporting procedures, etc., which can aid to maintain a
channel of communication and to ensure that the businesses of the
member companies are in line with the overall operating objectives

of the Company.

AUDIT COMMITTEE

The Company has established an audit committee in accordance
with the guidelines set out in “A Guide for the Formation of an Audit
Committee” prepared by the Hong Kong Society of Accountants.
The primary duties of the audit committee are to review and
supervise the financial reporting process and internal control
system of the Group. The audit committee comprises Messrs. Li Ka
Cheung, Eric, Kwok Chin Kung, Robert and Lee Ka Sze, Carmelo
with Mr. Li Ka Cheung, Eric as committee chairman.
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In the first meeting of the audit committee held on 17th December,

1999, an overview of all financial reporting procedures and internal
control system of the Group, and the scope and nature of the 1999
audit plan were discussed. In the second meeting of the audit
committee held on 9th March, 2000, the results and financial
position, major accounting and auditing issues of the Group for the
period from 17th September, 1999 (date of incorporation) to 31st
December, 1999 were discussed.

YEAR 2000 COMPLIANCE

The Group’s computer system was proved Year 2000 compliant
safely. Testings of the modifications, replacements and upgrades of
all equipment, hardware and software of the Company, Hangzhou
Qingchunbao, Shanghai Jahwa and their sales offices were

completed ahead of its expected schedules.

The Board of Directors will closely monitor the Group’s computer
system to ensure that the production and operation of the Group
will not be affected by the Year 2000 computer issue. The Board of
Directors believes that the Year 2000 computer issue will have no

material impact on the operations of the Group.
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DIRECTORS

Executive Directors

Mr. Zhuo Fu Min, aged 48, is the chairman of the Group, the chief
executive officer of Shanghai Industrial Holdings Ltd. (“SIHL"), and
an executive director and vice president of Shanghai Industrial
Investment (Holdings) Co., Ltd. (“SIIC"). He is also the chairman of
Nanyang Brothers Tobacco Co., Ltd., Hangzhou Qingchunbao,
Shanghai Sunway Biotech Co., Ltd. and Shanghai Orient Shopping
Centre Ltd. He graduated from Shanghai Jiaotong University's
Electrical Engineering School with a degree in enterprise
management. Mr. Zhuo also holds a master’s degree in economics
conferred by Fudan University. He has 22 years of working
experience in factory and enterprise management and has 10 years
of working experience in government authorities. Mr. Zhuo
previously held the post of assistant director of the Shanghai
Municipal Economic System Reform Committee. Mr. Zhuo has more
than 22 years of experience in managing joint stock companies and

corporate management.

Mr. Feng Gen Sheng, aged 65, is the vice chairman of the Group,
the vice chairman and the general manager of Hangzhou
Qingchunbao, the chairman of China (Hangzhou) Qingchunbao
Group Co. (“China Qingchunbao”), the chairman of Hangzhou
Huqgingyu Tang Co. Ltd. Mr. Feng was accredited as senior
economist and certified pharmacist. He began to assume office as
the factory manager of Hangzhou No. 2 Chinese Medicine Factory
in 1972. He has over 51 years of experience in pharmaceutical

business and was awarded as Excellent Entrepreneur of the State
(EHEERREER)

Mr. Li Wei Da, aged 52, is the managing director of the Group, the
deputy chief executive officer of SIHL and a director of SIIC
Shanghai Holdings Co., Ltd. (“SIIC Shanghai”). He is also the chief
representative of SIHL's Shanghai Representative Office, the vice
chairman of Shanghai Jahwa, the chairman of Shanghai Optical
Communications Development Co., Ltd., the vice chairman of
Shanghai SIIC Transportation Electric Co., Ltd. and Shanghai
Sunve Pharmaceutical Co., Ltd. He graduated from Shanghai
Second Polytechnical University with a degree in auto control. Mr.
Li was previously the deputy general manager of Shanghai Bearing
Limited. He has over 30 years of experience in industrial enterprise

management.
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Mr. Chen Shu Zi, aged 52, is the deputy managing director of the

Group. Mr. Chen joined SIIC Shanghai as general manager of the
enterprise management department in October 1998. He graduated
from Fudan University with a master degree in economics and
management. Mr. Chen was previously a director and deputy
general manager of L8 i i 1512 (@) {7 IR 2 7] (Shanghai
Rubber Tyre (Group) Limited). He has extensive working
experience in corporate management.

Mr. Ge Wen Yao, aged 53, is an executive director of the Group, an
executive director of SIHL and the chairman of Shanghai Jahwa. He
graduated from Shanghai Finance and Economics University with a
major in economics, and a master’'s degree in enterprise
management. He was the factory director of Shanghai Daily
Chemicals Factory and the deputy general manager of Shanghai
Daily Chemical Co. He has over 22 years of experience in
cosmetics business management.

Mr. Wu Jian Zhuang, aged 53, is an executive director of the
Group. Mr. Wu graduated from Hua Tung University of Education
with a master degree of economics. He was previously the general
manager of Bt e S UV (Shanghai Dairy Farm Company) and
EBMRFVEM DA (Shanghai Agriculture Investment
Corporation). He has more than 25 years of experience in corporate
administration and management.

Independent Non-executive Directors

Mr. Kwok Chin Kung, Robert, aged 61, is a Chartered Accountant
and joined the Jardine Matheson Group in 1964. He is a director of
Jardine Matheson Ltd., Dairy Farm International Holdings Ltd.,
Hongkong Land Holdings Ltd., Jardine International Motor Holdings
Ltd., Jardine Matheson Holdings Ltd., Jardine Strategic Holdings
Ltd. and Mandarin Oriental International Ltd.

Mr. Li Ka Cheung, Eric, aged 46, B.A. (Econ) Hon., FHKSA, FCA,
FCIS, OBE, JP. Mr. Li is the senior partner of Li, Tang, Chen & Co.,
Certified Public Accountants and an independent non-executive
director of SmarTone Telecommunications Holdings Ltd.; The
Kowloon Motor Bus Holdings Ltd.; Wong’s International (Holdings)
Ltd., CATIC International Holdings Ltd. and Hang Seng Bank
Limited. Mr. Li is a member of the Legislative Council of Hong Kong
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and serves as chairman of the Public Accounts Committee and vice

chairman of its Panel of Financial Affairs. He was also a past
president of the Hong Kong Society of Accountants.

Mr. Lee Ka Sze, Carmelo, aged 39, is a partner of Woo, Kwan, Lee
& Lo. Mr. Lee received his Bachelor of Laws degree and the
Postgraduate Certificate in Laws from The University of Hong Kong.
Mr. Lee is an independent non-executive director of several listed
public companies in Hong Kong, namely China Everbright
International Ltd., China Pharmaceutical Enterprise & Investment
Corporation Litd., Pak Fah Yeow International Ltd., Termbray
Industries International (Holdings) Ltd., Tern Properties Company
Ltd., Yugang International Ltd. and Yunnan Enterprises Holdings
Ltd.

SENIOR MANAGEMENT

Ms. Li Yu Hang, aged 48, is a director and deputy chief executive of
Hangzhou Qingchunbao, deputy chairman of China Qingchunbao.
She is a senior economist. She was appointed the deputy factory
manager of Hangzhou No. 2 Chinese Medicine Factory in 1989.
She has over 25 years of experience in the management of
pharmaceutical enterprise. Ms. Li was also a committee member of
the 8th Standing Committee of Zhejiang Political Consultative
Conference, executive of the standing committee of Hangzhou
Women Association.

Mr. Xu Zheng Yu, aged 43, is a director and deputy chief executive
of Hangzhou Qingchunbao and general manager of a
pharmaceutical factory. Mr. Xu graduated from Xian Medical
University with a bachelor degree in medical. He is a senior medical
officer and has about 20 years of experience in medical research
and management in pharmaceutical enterprise. He has extensive
experience in sales of pharmaceutical products.

Mr. Zhou Qi Ying, aged 52, is the deputy chairman and the general
manager of Shanghai Jahwa. He holds the designation of senior
economist and has a master’s degree in industrial economics from
Shanghai Finance and Economics University. He has been the
deputy general manager of Shanghai Jahwa (Holdings) Co., Ltd.
(“SJC”) since August 1992. He has over 26 years of experience in
industrial enterprise management.

51



52

BIERKE @ gghn " B LAFCAREE - BHEXNLEH
“HEBEAR ARG TN BEASRZEIR - Bl AN —
WN=FxteskasabkEEaaEm R —NLALAFMA
FEREEE - SrECEMSREERAQEETH - 1
HHZTmAEEEA R -

AIRARE 4350 AEBoWMBRE - BAEKELERE
BEMEMARERE T EERNERSANTHEAREKS
AR BRERL Wit asrt MMBERE TEES -+
FLFER - EER—NANANFZAMALEEZER -

TIEBERE @ 356k AEBRBBTERLEE N —NNtF
TAMALEZER  SERBERE BTS2 o 5
mA b ' A AT S TE A M R B E 2 % X 2 (Eindhoven
University of Technology) EIEIAZE 8 » £ F = F#ETL
ffF o

BEXBDE 335 AREZORHWE -  RARBNITWE
FITBABREgET  EHENBEBUDAE  BEHELH
fiz e E/MEWERBRBAAZE SEHMBFTARBRSARKT
MERELTEMN JNEN R WEESER +F L
B wm/AER - AEF=ZAMA EBER -



Mr. Liu Yu Liang, aged 38, is the deputy general manager of
Shanghai Jahwa. Mr. Liu graduated from Shanghai No. 2 Military
Medical University ( £/2 5 Z— & X 5) with a doctor degree. He
also holds an associate professorship. Mr. Liu was appointed the
chief medical officer of Shanghai Changhai Hospital ( L2 &2 &
Bt)in 1983. He joined SJC in 1995 and held the positions of
research supervisor and deputy general manager. Mr. Liu has
extensive experience in research and development.

Mr. Ho Hon Ming, John, aged 43, is the Financial Controller of the
Group. Mr. Ho is a Fellow of The Institute of Chartered Accountants
in England and Wales. He graduated with honours from the
University of Manchester in England with a bachelor of arts degree
in accounting and business finance. Mr. Ho has over 20 years of
experience in accounting and business finance. Mr. Ho joined SIHL
in February 1996.

Mr. Wang Shun Long, aged 35, is the Head of Strategic
Department of the Group. He joined SIHL in May 1997. He
graduated from Tsinghua University with a doctoral degree in
engineering. Prior to joining SIHL, Mr. Wang was employed at the
Eindhoven University of Technology in the Netherland as a
researcher for three years.

Miss Wong Mei Ling, Marina, aged 33, is the Company Secretary
of the Group. Miss Wong graduated with honours from the City
University of Hong Kong with a bachelor of arts degree in
accountancy. She also holds a master’s degree in Business
Administration awarded by the University of Wales and the
University of Manchester in England jointly. Miss Wong is an
Associate of The Institute of Chartered Secretaries and
Administrators. She has over 10 years of experience in company
secretarial practice. Miss Wong joined SIHL in March 1997.
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The board of directors have pleasure in presenting their first
report and the audited financial statements for the period
from 17th September, 1999 (date of incorporation) to 31st
December, 1999.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The
principal activities of its subsidiaries are the manufacture and
sale of Chinese patent medicine and health supplement

products.

An analysis of the Group’s pro forma combined turnover and
contribution to operating profit is set out on page 116 of the

annual report.

ARTICLES OF ASSOCIATION

By a special resolution in writing of the sole shareholder of
the Company dated 11th November, 1999, the Company

adopted a new set of articles of association.

REORGANISATION AND LISTING ON THE GROWTH
ENTERPRISE MARKET (THE “GEM”) OF THE STOCK
EXCHANGE OF HONG KONG LIMITED (THE “STOCK
EXCHANGE”)

The Company was incorporated in the Cayman Islands on
17th September, 1999 as an exempt company under the
Companies Law (1998 Revision) Chapter 22 of the Cayman
Islands. Pursuant to a series of group reorganisation steps to
rationalise the structure of the Group in preparation for the
listing of the Company’s shares on the GEM, the Company
became the holding company of the Group in November
1999. Details of the group reorganisation are set out in the
paragraphs headed “Corporate Reorganisation” in appendix
V of the prospectus issued by the Company dated 23rd
November, 1999 (the “Prospectus”) and a summary thereof

is set out in note 1 to the financial statements.
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The shares of the Company have been listed on the GEM

since 2nd December, 1999.

RESULTS AND DIVIDEND

The results of the Group for the period from 17th September,
1999 (date of incorporation) to 31st December, 1999 are set
out in the consolidated income statement on page 67 of the
annual report. The pro forma combined results of the Group
for the year ended 31st December, 1999, prepared on the
basis set out in note 1 to the financial statements, are also

presented on the same page for information.

The directors do not recommend the payment of a dividend

for the period.

FINANCIAL SUMMARY

A summary of the pro forma combined results of the Group

for the past three financial years is set out on page 115 of

the annual report.

SHARE CAPITAL AND SHARE OPTIONS

Changes in the share capital of the Company are set out in

note 16 to the financial statements.

Details of the share option scheme of the Company are set

out in note 17 to the financial statements.

RESERVES

Movements in the reserves of the Group and the Company

during the period are set out in note 18 to the financial

statements.
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INVESTMENT PROPERTY

The Group acquired investment property with a value of
approximately HK$12 million on acquisition of subsidiaries in
November 1999. At 31st December, 1999, the investment
property was revalued by an independent property valuer on
an open market value existing use basis at HK$12 million.

Details are set out in note 10 to the financial statements.

PROPERTY, PLANT AND EQUIPMENT

During the period, the Group acquired property, plant and
equipment amounting to approximately HK$130 million on
acquisition of subsidiaries, incurred costs of approximately
HK$4.6 million for acquisition of property, plant and
equipment for the purpose of expanding the Group’s
business. These and other movements during the period in
property, plant and equipment of the Group are set out in

note 11 to the financial statements.

SUBSIDIARIES

Details of the Company’s subsidiaries at 31st December,

1999 are set out in note 27 to the financial statements.

JOINTLY CONTROLLED ENTITY

Details of the Group’s jointly controlled entity at 31st
December, 1999 are set out in notes 13 and 28 to the

financial statements.

BORROWINGS

Bank and other borrowings of the Group which are repayable

within one year or on demand are classified as current

liabilities as set out in note 15 to the financial statements.
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Directors’ Report

DIRECTORS AND DIRECTORS’ SERVICE CONTRACTS

The directors of the Company during the period since

incorporation and up to the date of this report were:

Executive directors:

Zhuo Fu Min (Chairman)
(appointed on 17th September, 1999)
Feng Gen Sheng (Vice Chairman)
(appointed on 20th September, 1999)
Li Wei Da (Managing Director)
(appointed on 17th September, 1999)
Chen Shu Zi (Deputy Managing Director)
(appointed on 20th September, 1999)
Ge Wen Yao
(appointed on 20th September, 1999)
Wu Jian Zhuang
(appointed on 20th September, 1999)
Shaun Denton
(appointed on 17th September, 1999 and
resigned on 17th September, 1999)
Lu Ming Fang
(appointed on 20th September, 1999 and
resigned on 4th November, 1999)

Independent non-executive directors:

Kwok Chin Kung, Robert

(appointed on 6th November, 1999)
Li Ka Cheung, Eric

(appointed on 22nd September, 1999)
Lee Ka Sze, Carmelo

(appointed on 22nd September, 1999)
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Directors’ Report

In accordance with Article 116 of the Company’s Articles of
Association, Messrs. Zhuo Fu Min, Feng Gen Sheng and
Chen Shu Zi retire and, being eligible, offer themselves for

re-election.

Messrs. Li Wei Da and Chen Shu Zi entered into service
agreements with the Company for an initial period of three
years commencing on 15th October, 1999, which will
continue thereafter unless and until terminated by either
party by six months’ prior written notice, such notice not to

be given at any time before 15th April, 2001.

The term of office of each of the independent non-executive

directors is the period up to 31st December, 2001.

Save as disclosed above, none of the directors being
proposed for re-election at the forthcoming annual general
meeting has a service contract with the Company or any of
its subsidiaries which is not determinable by the Group within
one year without payment of compensation, other than

statutory compensation.

DIRECTORS’ INTERESTS IN SECURITIES

As at 31st December, 1999, none of the directors or their
associates had any personal, family, corporate or other
interests in the securities of the Company or any of its
associated corporations as defined in the Securities

(Disclosure of Interests) Ordinance (the “SDI Ordinance”).
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RIGHTS TO ACQUIRE SHARES OR

DEBENTURES

(a)

Pursuant to the Company’s share option scheme
adopted on 11th November, 1999 (the “Scheme”), the
Company may grant options to executive directors and
full time employees of the Company or its subsidiaries
to subscribe for shares in the Company for a
consideration of HK$1 for each lot of share options
granted. Options granted are exercisable at any time
commencing on the expiry of three years after the date
of the options are granted and expiring on such date as
determined by the board of directors or 10th November,
2009, whichever is the earlier. The maximum number of
shares in respect of which options may be granted shall
not exceed 10% of the issued share capital of the

Company from time to time.

At the balance sheet date, no option was granted by

the Company under the Scheme.
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Directors’ Report

(b) Pursuant to the share option scheme of Shanghai

Industrial Holdings Limited (“SIHL"), an intermediate

holding company, certain directors of the Company

have personal interests in share options (“SIHL

Options”) to subscribe for shares in SIHL (“SIHL

Shares”) which have been granted to them as follows:

BERATEE

Exercise price

per share

AT

HK$

8.808

9.568

30.912

9.568

8.808

9.568

R-—hhhErA+tH
E—hhh&E+=RA=+—H
o AR AT E 2 b B R AR

Number of SIHL Shares

subject to SIHL

Options outstanding at
17.9.1999 and 31.12.1999

1,500,000

1,400,000

2,000,000

1,200,000

1,000,000

1,000,000

The options can be exercised at any time during the

three and a half years commencing on the expiry of six

months after the date of grant.

Save as disclosed above, at no time during the period was

the Company or its holding companies or any of its fellow

subsidiaries or subsidiaries a party to any arrangement to



AIEFAEBE A LA L HEmEABRE
< WS EEEF (BRES) M ERF
it o [Ali - 3 8 e 2 R ek BB M SR
Mt AR THEATAREA L RE
FLERN S EITETMRFERN -

TERR

B—AANF+=_R=+—"H  BEE
RS RO 1601 AR EREFE
ZETERFEZTMAET  THALE
B LA BT E A D M{E 1 gop 2k A
oo fEs

B3R £ 1

Name of shareholder

FeaEX (B AR RR] (Mat)

Directors’ Report

enable the directors of the Company to acquire benefits by
means of the acquisition of shares in, or debt securities
(including debentures) of, the Company or any other body
corporate and none of the directors, or their spouses or
children under the age of 18, had any rights to subscribe for

securities of the Company, or had exercised any such rights.

SUBSTANTIAL SHAREHOLDERS

As at 31st December, 1999, the register kept by the
Company under Section 16(1) of the SDI Ordinance showed
that the following persons are interested in 10% or more of
the nominal value of the issued ordinary shares of the

Company:

BEnxgaSBEREOGEA
Number of ordinary

shares beneficially held

379,288,000

Shanghai Industrial Investment (Holdings) Company Limited (note)

Shanghai Industrial Investment Treasury Company Limited (Kt i) (note)
Shanghai Investment Holdings Limited (/&%) (note)

'R (M)
SIHL (note)

Central Force Investments Limited

Wit © Central Force Investments Limited 4% [ B 1%
Wz = EM B 27T - Mi##EL Shanghai
Investment Holdings Limited 2 & ¥ i Ja 2
@l * Shanghai Industrial Investment
Treasury Company Limited ¥ % Shanghai
Investment Holdings Limited 100%H# &5 * i
fECBE 2k A 2R R B - LS~ Shanghai
Investment Holdings Limited . Shanghai
Industrial Investment Treasury Company
Limited S ##H G54A Central Force

Investments Limited | &t i 51 Z Hs {7 4 o«

372,063,000
372,063,000
372,063,000

372,000,000

Note: Central Force Investments Limited is a wholly-owned subsidiary of
SIHL, which is, in turn, a wholly-owned subsidiary of Shanghai
Investment Holdings Limited. Shanghai Industrial Investment Treasury
Company Limited owns 100% of Shanghai Investment Holdings
Limited. Accordingly, SIHL, Shanghai Investment Holdings Limited and
Shanghai Industrial Investment Treasury Company Limited are
deemed by the SDI Ordinance to be interested in the ordinary shares
beneficially owned by Central Force Investments Limited as listed

above.
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Top Modern Limited is the beneficial owner of 7,225,000 ordinary
shares of the Company. Shanghai Industrial Investment (Holdings)
Company Limited owns 100% of Top Modern Limited and 100% of
Shanghai Industrial Investment Treasury Company Limited and is
accordingly deemed by SDI Ordinance to be interested in a total of
379,288,000 ordinary shares beneficially owned by Top Modern

Limited and Central Force Investments Limited.

Save as disclosed above, the Company has not been
notified of any other interests as at 31st December, 1999
representing 10% or more of the issued share capital of the

Company.

CONNECTED TRANSACTIONS

Details of the discloseable connected transactions for the
period are set out in note 26(l) to the financial statements.
Save as disclosed therein, there were no other transactions
which need to be disclosed as connected transactions in
accordance with the requirements of the Rules Governing
the Listing of Securities on the GEM of the Stock Exchange
(the “GEM Listing Rules”).

The independent non-executive directors have reviewed the
connected transactions set out in note 26(l)(a) to the
financial statements and in their opinion, these transactions

entered into by the Group were:

(i) in the ordinary and usual course of business of the

Group;

(i) on normal commercial terms; and

(iii) in accordance with the relevant agreement governing
them on terms that are fair and reasonable and in the
interests of the shareholders of the Company as a

whole.
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Directors’ Report

DIRECTORS’ INTERESTS IN CONTRACTS

Mr Lee Ka Sze, Carmelo, a director of the Company, is a
partner of Messrs. Woo, Kwan Lee & Lo, solicitors, which
firm rendered professional services to the Group and

received normal remuneration for such services.

Except as disclosed above, there were no contracts of
significance to which the Company or its holding companies
or any of its fellow subsidiaries or subsidiaries was a party
and in which a director of the Company had a material
interest, whether directly or indirectly, which subsisted at the

end of the year or at any time during the period.

DONATIONS

During the period, the Group made charitable and other

donations amounting to HK$300,000.

MAJOR CUSTOMERS AND SUPPLIERS

During the period, both the aggregate sales attributable to
the Group’s five largest customers and the aggregate
purchases attributable to the Group’s five largest suppliers
were less than 30% of the Group’s sales and purchases

respectively.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

During the period, neither the Company nor any of its

subsidiaries purchased, sold or redeemed any of the

Company’s listed securities.
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PRE-EMPTIVE RIGHTS

There are no provision for the 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.
AUDITORS

Messrs. Deloitte Touche Tohmatsu were appointed as
auditors of the Company on 20th September, 1999. A
resolution will be submitted to the annual general meeting of

the Company to re-appoint them.

On behalf of the Board

\;%Z\

Zhuo Fu Min

Chairman

Hong Kong, 20th March, 2000
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Auditors’ Report

TO THE MEMBERS OF
SHC MEDICAL SCIENCE AND TECHNOLOGY (GROUP) LIMITED

(incorporated in the Cayman Islands with limited liability)

We have audited the financial statements on pages 67 to 114
which have been prepared in accordance with accounting
principles generally accepted in Hong Kong. We have also
audited the accompanying pro forma combined income
statement for the year ended 31st December, 1999 which
has been prepared on the basis set out in note 1 to the
financial statements and which is presented for information
purposes only. The financial statements and the pro forma
combined income statement are collectively referred to as

the “Financial Statements”.

Respective responsibilities of directors and auditors

The Company’s directors are responsible for the preparation
of Financial Statements which give a true and fair view. In
preparing Financial Statements which give a true and fair
view it is fundamental that appropriate accounting policies

are selected and applied consistently.

It is our responsibility to form an independent opinion, based
on our audit, on those statements and to report our opinion

to you.

Basis of opinion

We conducted our audit in accordance with Statements of
Auditing Standards issued by the Hong Kong Society of
Accountants. An audit includes examination, on a test basis,
of evidence relevant to the amounts and disclosures in the
Financial Statements. It also includes an assessment of the
significant estimates and judgments made by the directors in
the preparation of the Financial Statements, and of whether
the accounting policies are appropriate to the circumstances
of the Company and the Group, consistently applied and

adequately disclosed.
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Auditors’ Report

We planned and performed our audit so as to obtain all the
information and explanations which we considered
necessary in order to provide us with sufficient evidence to
give reasonable assurance as to whether the Financial
Statements are free from material misstatement. In forming
our opinion we also evaluated the overall adequacy of the
presentation of information in the Financial Statements. We
believe that our audit provides a reasonable basis for our

opinion.
Opinion

In our opinion the Financial Statements give a true and fair
view of the state of affairs of the Company and the Group as
at 31st December, 1999 and of the profit and cash flows of
the Group for the period from 17th September, 1999 (date of
incorporation) to 31st December, 1999 and have been
properly prepared in accordance with the disclosure

requirements of the Hong Kong Companies Ordinance.

In our opinion the pro forma combined income statement
gives a true and fair view of the pro forma combined profit of
the companies comprising the Group for the year ended 31st
December, 1999.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong, 20th March, 2000
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31st December, 1999

for the period from 17th September, 1999 (date of incorporation) to

(Pt 3 1)
(Note 1)
BEEH
=y Pro forma
Consolidated combined
17.9.1999 1.1.1999
£ to % to
31.12.1999 31.12.1999
B 5 F#E T TET
Notes HK$°'000 HK$'000
R Turnover 94,878 424,780
HERE Cost of sales (30,639) (144,440)
EF Gross profit 64,239 280,340
H it s A Other revenue — 19
7 E N Distribution costs (29,349) (133,267)
TTIE B Administrative expenses (15,277) (48,203)
AL m F Profit from operations 3 19,613 98,889
fit 75 B Finance costs (981) (2,975)
A W Investment income 13,071 16,087
75 & B 1 A Share of profit of a jointly
controlled entity 4,545 14,711
P T BT A 25 ik R Profit from ordinary activities
before taxation 36,248 126,712
isHe R Income tax expenses 7 (2,572) (14,217)
At DB R ATEF  Profit before minority interests 33,676 112,495
Bl A Minority interests (9,321) (41,012)
AR HAR] 4F 2 m F Profit for the period/year 8 24,355 71,483
ZRAEF Earnings per share 9
— EF — Basic 8.8 cents 14.6 cents

A HAR - AREEAE A A

Wl R o

There was no recognised gains or losses other than the profit for the period.
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at 31st December, 1999

Consolidated Bal

Bt 5t FET
NOTES HK$'000
LR @'J (=93 Non-Current Assets
wE Investment property 10 12,000
Yk - WEERHE Property, plant and equipment 1 131,171
REEEEER Interest in a jointly controlled entity 13 90,181
233,352
i Eh é‘& Current Assets
Gl Inventories 14 36,525
B 5 R H Ao g e RKOR Trade and other receivables 126,202
RITHFRAE Bank balances and cash 350,347
513,074
BB & Current Liabilities
B 5 R H Al & A 50R Trade and other payables 83,244
S BLIA } Taxation payable 8,573
RHRTT R H B R Short-term bank and other borrowings 15 43,084
134,901
mEVEEFE Net Current Assets 378,173
611,525
BT R R Capital and Reserves
TATIEA Issued capital 16 62,000
ki A Reserves 18 411,134
473,134
DB RS Minority interests 136,291
B A Non-Current Liabilities
iR FE i 18 Deferred taxation 19 2,100
611,525

HHEe7EEFE 1148 281
BHFERHEIEN_£F
TFE_H-_+RA#HE  FH
THEEREEFGET

\u—"

BEE
EF
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Li Wei Da
Director

The financial statements on pages 67 to 114 were approved by the Board of

Directors on 20th March, 2000 and are signed on its behalf by:

¢ {1 1416

PR B

Chen Shu Zi
EFE  Director
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Balance Sheet

at 31st December, 1999

B 51 FET
NOTES HK$’000
ERBNEE Non-Current Assets
g 5 B Rk Plant and equipment 11 3,038
o= VNI E Interests in subsidiaries 12 242,429
245,467
B EE Current Assets
B 5 Kt E U IE Trade and other receivables 1,626
WiIT#HETFEREE® Bank balances and cash 217,158
218,784
BB A Current Liabilities
B 5 L H A~ 5B Trade and other payables 5,806
i B A T A Net Current Assets 212,978
458,445
5 A B it s Capital and Reserves
BT Issued capital 16 62,000
fik Reserves 18 396,445
458,445
- i
-’ { g
\ e l/tfr’ 74
BEE  LiweiDa BRE#E  Chen Shu Zi

EF  Director ZEF  Director

69



h—AARFRA+ER A=
—AAAF+—H=+—HIE#H

for the period from 17th September, 1999 (date of incorporation) to
31st December, 1999

Pt 5% FAET
NOTES HK$’000
HEXB<HEMAFE  NET CASH INFLOW FROM
OPERATING ACTIVITIES 20 28,044
RARPBELZHMESZEH  RETURNS ON INVESTMENTS AND
SERVICING OF FINANCE
BWRAE - BRER LA Interest received, including interest on
AT PTG application monies received on listing
ik FRIAFTE S 2 FILE of the Company’s shares 12,854
WITRHEMBER L Interest paid on bank and other borrowings (966)
2fF 8
RARMBRFMEEEZ  NET CASH INFLOW FROM RETURNS ON
BReRh AFHE INVESTMENTS AND SERVICING OF FINANCE 11,888
REXK INVESTING ACTIVITIES
i@ B R 2 R] (B Purchase of subsidiaries (net of cash and
FERsEERBE cash equivalents acquired) 21 93,484
T8 H §E)
RITHFH WD Decrease in bank deposits 44
BEWx  BEREH Purchase of property, plant and equipment (4,609)
REXB2REMRAFE  NET CASH INFLOW FROM INVESTING ACTIVITIES 88,919
MEAN 2 RERAFE NET CASH INFLOW BEFORE FINANCING 128,851
Bl E FINANCING 22
AT D AT IS BUIE Proceeds from issue of shares 231,786
FATH A B2 ik Expenses incurred in connection
with issue of shares (25,436)
mMEEESRAFE NET CASH INFLOW FROM FINANCING 206,350
HeRERARE£EHZ INCREASE IN CASH AND CASH EQUIVALENTS
BNREERER AND CASH AND CASH EQUIVALENTS
FREEEAE CARRIED FORWARD 335,201
RERERREEHE DTN ANALYSIS OF THE BALANCES OF CASH AND
CASH EQUIVALENTS
Wi e Bank balances and cash 350,347
e s e=EA Less: Bank deposits with more than
2 HRITE R three months of maturity (15,146)
335,201
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for the period from 17th September, 1999 (date of incorporation) to
31st December, 1999

GROUP REORGANISATION AND BASIS OF
PREPARATION OF FINANCIAL STATEMENTS

The Company was incorporated in the Cayman Islands
on 17th September, 1999 as an exempt company under
the Companies Law (1998 Revision) Chapter 22 of the
Cayman lIslands. Its ultimate holding company is
Shanghai Industrial Investment (Holdings) Company

Limited, a company incorporated in Hong Kong.

Pursuant to a series of group reorganisation steps from
July 1999 in order to rationalise the structure of the
Group in preparation for the listing of the Company’s
shares on the Growth Enterprise Market of The Stock
Exchange of Hong Kong Limited (the “GEM”"), the
Company became the holding company of the Group in
November 1999. The Company’s shares have been
listed on the GEM with effect from 2nd December,
1999.

The group reorganisation principally involved the

following steps:

(i) disposal by S. I. Daily Chemical Holdings Lid.
(“S.l. Daily Chemical") for cash consideration of
11% interest in Shanghai Jahwa Joint-Stock
Corporation Ltd. E/@F(E S G AR A
(“Shanghai Jahwa”) which then became a jointly

controlled entity of the Group;
(ii) disposal by S. I. Daily Chemical of all the 51%
interest in Shanghai Xiafei Daily Chemical Co.,

Ltd. LA ERBIEE MR 2 F for cash consideration;

(iiiy acquisition by the Company of the entire issued

share capital of S.I. Daily Chemical; and
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Notes to the Financial St_a__tement

for the period from 17th September, 1999 (date of incorporation) to
31st December, 1999

GROUP REORGANISATION AND BASIS OF
PREPARATION OF FINANCIAL STATEMENTS

(continued)

(iv) acquisition by the Company of 91.67% issued
share capital of Golden News Enterprises Ltd.

(“Golden News”).

Following the reorganisation, the Company together
with its subsidiaries and jointly controlled entity are
engaged in the business of manufacture and sale of
pharmaceutical products and personal care and
cosmetics products. Details of the reorganisation steps
are set out in the prospectus issued by the Company

dated 23rd November, 1999.

The consolidated income statement includes the results
of the subsidiaries and a jointly controlled entity from
the date of acquisition. The pro forma combined income
statement, which is presented for information purposes
only, has been prepared in accordance with accounting
principles generally accepted in Hong Kong to show the
results of the Group for the year ended 31st December,
1999 as if the group structure had been in existence

throughout the year.

SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared in

accordance with accounting principles generally

accepted in Hong Kong as follows:

Basis of consolidation

The consolidated financial statements incorporate the

financial statements of the Company and its

subsidiaries made up to 31st December each year.
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Notes to the Financial Statement

for the period from 17th September, 1999 (date of incorporation) to
31st December, 1989

SIGNIFICANT ACCOUNTING POLICIES (continued)

Basis of consolidation (continued)

The results of subsidiaries acquired or disposed of
during the period are included in the consolidated
income statement from the effective date of acquisition

or up to the effective date of disposal, as appropriate.

All significant intercompany transactions and balances
between group enterprises are eliminated on

consolidation.

Goodwill

Goodwill represents the excess of the purchase
consideration over the fair value ascribed to the
Group’s share of the separable net assets at the date
of acquisition of a subsidiary and is eliminated against
reserves immediately on acquisition. Negative goodwill,
which represents the excess over the purchase
consideration of the fair value ascribed to the Group’s
share of the separable net assets at the date of

acquisition of a subsidiary, is credited to reserves.

Any premium or discount arising on the acquisition of an
interest in a jointly controlled entity, representing the
excess or shortfall respectively of the purchase
consideration over the fair value ascribed to the Group’s
share of the separable net assets of the jointly controiled
entity at the date of acquisition, is dealt with in the same

manner as that described above for goodwill.

On the disposal of an investment in a subsidiary or a
jointly controlled entity, the attributable amount of
goodwill previously eliminated against or credited to
reserves is included in the determination of the profit or

loss on disposal.
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for the period from 17th September, 1999 (date of incorporation) to
31st December, 1999

SIGNIFICANT ACCOUNTING POLICIES (continued)

Investments in subsidiaries

A subsidiary is an enterprise in which the Company,
directly or indirectly, holds more than half of the issued
share capital, or controls more than half of the voting
power, or where the Company controls the composition

of its board of directors or equivalent governing body.

Investments in subsidiaries are stated at cost, as
reduced by any decline in the value of the subsidiary
that is other than temporary. Results of subsidiaries are
accounted for by the Company on the basis of

dividends received or receivable during the period.

Interests in joint ventures

A joint venture is a contractual arrangement whereby
the Group and other parties undertake an economic

activity which is subject to joint control.

Where a group company undertakes its activities under
joint venture arrangements directly, the Group’s share
of jointly controlled assets and any liabilities incurred
jointly with other venturers are recognised in the
financial statements of the relevant company and
classified according to their nature. Liabilities and
expenses incurred directly in respect of interests in
jointly controlled assets are accounted for on an
accrual basis. Income from the sale or use of the
Group's share of the output of jointly controlled assets,
and its share of joint venture expenses, are recognised
when it is probable that the economic benefits
associated with the transactions will flow to/from the

Group and their amount can be measured reliably.
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Notes to the Financial St_a__tementsw

for the period from 17th September, 1999 (date of incorporation) to
31st December, 1999

SIGNIFICANT ACCOUNTING POLICIES (continued)

Interests in joint ventures (continued)

Joint venture arrangements which involve the
establishment of a separate entity in which each
venturer has an interest are referred to as jointly
controlled entities. The Group reports its interests in
jointly controlled entities using the equity method of
accounting. The carrying amount of such interests is
reduced to recognise any decline, other than a
temporary decline, in the value of individual

investments.

Where a group enterprise transacts with a jointly
controlled entity of the Group, unrealised profits and
losses are eliminated to the extent of the Group’s
interest in the joint venture, except where unrealised
losses provide evidence of an impairment of the asset

transferred.

Investments made by means of joint venture structures
which do not result in the Group having joint control are
accounted for as subsidiaries (where the Group
controls the board of directors or equivalent governing
body), associates (where the Group is in a position to
exercise significant influence) or investments in
securities (where the Group exercises neither control

nor significant influence).

Turnover

Turnover represents the net amounts received and

receivable for goods sold by the Group to outside

customers during the period.
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Notes to the Financial St_a__tement

for the period from 17th September, 1999 (date of incorporation) to
31st December, 1999

SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue recognition

Sales of goods are recognised when goods are

delivered and title has passed.

Interest income is accrued on a time basis, by
reference to the principal outstanding and at the

interest rate applicable.

Rental income, including rental invoiced in advance,
from properties let under operating leases is
recognised on a straight line basis over the period of

the respective leases.

Investment properties

Investment properties are completed properties which
are held for their investment potential, any rental

income being negotiated at arm’s length.

Investment properties are stated at their open market
value based on independent professional valuations at
the balance sheet date. Any surplus or deficit arising on
the revaluation of investment properties is credited or
charged to the investment property revaluation reserve
uniess the balance on this reserve is insufficient to
cover a deficit, in which case the excess of the deficit
over the balance on the investment property
revaluation reserve is charged to the income statement.
Where a deficit has previously been charged to the
income statement and a revaluation surplus
subsequently arises, this surplus is credited to the
income statement to the extent of the deficit previously

charged.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Investment properties (continued)

On disposal of an investment property, the balance on
the investment property revaluation reserve attributable

to that property is credited to the income statement.

No depreciation is provided on investment properties
which are held on leases with an unexpired term of

more than 20 years.

Property, plant and equipment

Property, plant and equipment, other than construction
in progress, are stated at cost less depreciation and

amortisation at the balance sheet date.

The cost of an asset 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 the asset has been put into
operation, such as repairs and maintenance and
overhaul costs, is normally charged to the income
statement in the period in which it is incurred. In
situations where it can be clearly demonstrated that the
expenditure has resulted in an increase in the future
economic benefits expected to be obtained from the
use of the asset, the expenditure is capitalised as an

additional cost of the asset.

The gain or loss arising from the disposal or retirement
of an asset is determined as the difference between the
sales proceeds and the carrying amount of the asset

and is recognised in the income statement.
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Notes to the Financial

for the period from 17th September, 1999 (date of incorporation) to
31st December, 1999

SIGNIFICANT ACCOUNTING POLICIES (continued)

Property, plant and equipment (continued)

Where the recoverable amount of an asset has
declined below its carrying amount, the carrying
amount is reduced to reflect the decline in value. In
determining the recoverable amount of assets,
expected future cash flows are not discounted to their

present values.

Construction in progress is stated at cost which
includes all construction costs and other direct costs
attributable to such projects including borrowing costs
capitalised in accordance with the Group’s accounting
policy. It is not depreciated until completion of
construction. Costs of completed construction works
are transferred to the appropriate categories of

property, plant and equipment.

The cost of land use rights is amortised over the period

of the rights using the straight line method.

Depreciation is provided to write off the cost of other
assets, other than construction in progress, over their
estimated useful lives, using the straight line method, at

the following rates per annum:

Buildings 5%
Furniture, fixtures and equipment 20%—-30%
Motor vehicles 20%
Plant and machinery 10%
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Notes to the Financial St_a__tement

for the period from 17th September, 1999 (date of incorporation) to
31st December, 1999

SIGNIFICANT ACCOUNTING POLICIES (continued)

Capitalisation of 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.
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 recognised as an expense

in the period in which they are incurred.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost, which comprises all costs of
purchase and, where applicable, costs of conversion
and other costs that have been incurred in bringing the
inventories to their present location and condition, is
calculated using the weighted average method. Net
realisable value represents the actual or estimated
selling price in the ordinary course of business, less the
estimated costs of completion and the estimated costs

necessary to make the sale.
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for the period from 17th September, 1999 (date of incorporation) to
31st December, 1999

SIGNIFICANT ACCOUNTING POLICIES (continued)

Cash equivalents

Cash equivalents represent short-term, highly liquid
investments which are readily convertible into known
amounts of cash and which are within three months of
maturity when acquired, less advances from banks
which are repayable within three months from the dates

of the advances.

Research and development costs

Research costs are recognised as an expense in the

period in which they are incurred.

Expenditure on development is charged to the income
statement in the period in which it is incurred except
where a major project is undertaken and it is
reasonably anticipated that development costs will be
recovered through future commercial activity. Such
development costs are deferred and written off using
the straight line method over the life of the project from
the date of commencement of commercial operation

subject to a maximum of five years.

Retirement benefits scheme contributions

Contributions payable by the Group to its defined

contribution retirement benefits scheme are charged to

the income statement in the year in which they fall due.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Taxation

The charge for taxation is based on the results for the
period/year after adjusting for items which are non-
assessable or disallowed. Certain items of income and
expense are recognised for tax purposes in a different
accounting period from that in which they are
recognised in the financial statements. The tax effect of
the resulting timing differences, computed using the
liability method, is recognised as deferred taxation in
the financial statements to the extent that it is probable
that a liability or asset will crystallise in the foreseeable

future.

Foreign currencies

Transactions in foreign currencies are translated at the
rates ruling on the dates of the transactions or at the
contracted settlement rate. Monetary assets and
liabilities denominated in foreign currencies are re-
translated at the rates ruling on the balance sheet date.
Profits and losses arising on translation are dealt with

in the income statement.

On consolidation, the financial statements of overseas
operations are translated at the rates ruling on the
balance sheet date. All exchange differences arising on

translation are dealt with in reserves.

Operating leases

Rentals payable under operating leases are charged to

the income statement on a straight line basis over the

period of the respective leases.
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31st December, 1999

for the period from 17th September, 1999 (date of incorporation) to

3. EEEA 3. PROFIT FROM OPERATIONS
(it 1)
(Note 1)
wE &
ge Pro forma
Consolidated combined
17.9.1999 1.1.1999
£ to % to
31.12.1999 31.12.1999
FHT F#ETT
HK$’000 HK$'000
AL A R 2 N BR Profit from operations has been
arrived at after charging:
BETEHM Staff costs
#rw SR RG Basic salaries and allowances 7,114 39,200
F{2-AN Bonus 6,032 25,247
AR R AR E &1 Retirement benefits scheme contributions 935 5,636
14,081 70,083
T2 B A N & Auditors' remuneration 1,100 1,100
WE - BEREMR Depreciation and amortisation
e N i of property, plant and equipment 1,923 10,061
HEWE  BER Loss on disposal of property,
a5 i s 18 plant and equipment 1,269 2,622
AR Lt BT 2 Operating lease rentals in respect
EfNHE of land and buildings 542 2,727
fift 5t o b B R AR B R Research and development costs 492 2,950
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31st December, 1999

for the period from 17th September, 1999 (date of incorporation) to

4. MBRA 4. FINANCE COSTS
(Bt 1)
(Note 1)
wEE B
RE Pro forma
Consolidated combined
17.9.1999 1.1.1999
£ to % to
31.12.1999 31.12.1999
FHExT Tt
HK$’000 HK$'000
P AFREE 2 RITR Interest on bank and other borrowings
HoAh B AR wholly repayable within five years 966 2,960
H ith B 55 & Other finance costs 15 15
981 2,975
5. REWERE 5.  INVESTMENT INCOME
(M &t 1)
(Note 1)
wmEa vt
& Pro forma
Consolidated combined
17.9.1999 1.1.1999
£ to % to
31.12.1999 31.12.1999
FET THET
HK$'000 HK$'000
LRI T B A0 AT AR R Interest income on application monies
A FRIAATT 2 T2 received on listing of the Company’s
shares 11,296 11,296
HAl F 2B A Other interest income 1,558 3,171
WEBRE WA Property rental income 217 1,620
13,071 16,087
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31st December, 1999

for the period from 17th September, 1999 (date of incorporation) to

6. DIRECTORS’ EMOLUMENTS AND EMPLOYEES’

EMOLUMENTS
(HIEE1)
(Note 1)
wmEE U
wmae Pro forma
Consolidated combined
17.9.1999 1.1.1999
£ to % to
31.12.1999 31.12.1999
FET FiET
HK$'000 HK$'000
EEME Directors’ Emoluments
BIEMITESR Independent non-executive directors
o Fees 150 150
HITEF Executive directors
ok Fees — —
Fr & FOF R Basic salaries and allowances 698 1,360
TEAT Bonus 999 999
R KR A 4K Retirement benefits scheme contributions 3 9
1,700 2,368
EHMEEE Total directors’ emoluments 1,850 2,518
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Notes to the Financial

for the period from 17th September, 1999 (date of incorporation) to
31st December, 1999

DIRECTORS’ EMOLUMENTS AND EMPLOYEES’
EMOLUMENTS (continued)

The emoluments of the directors were within the

following bands:

(M &t 1)

(Note 1)

wmE a0t

REe Pro forma

Consolidated combined

17.9.1999 1.1.1999

£ to £ to

31.12.1999 31.12.1999

EEHHE BEEHMA

Number of Number of

directors directors

#% 1,000,000 7T Up to HK$1,000,000 11 10
1,000,001 7L % 1,500,000 7T HK$1,000,001 to HK$1,500,000 — 1

R—AhAhEAH+EREE—AA
NE+_A=+—HILHE - &
ANAEEFR D BB K 742 0008
7T * 565,000 7T * 392,000/ 7T
50,0002 7T * 50,0007 /L 2250,000
BrsBMEEREBEE-NLANFT
A=+ HILEEE BmAGER
7 Bl L1 410,000/ T * 565,000
AL~ 392,000 7T 50,0008
7t~ 50,0007 7T k50,0007 7T.Z FA
& oo B E R mR AHE S FE
W B AE n] B 2 o

There were six directors who received emoluments of
approximately HK$742,000, HK$565,000, HK$392,000,
HK$50,000, HK$50,000 and HK$50,000 respectively
for the period from 17th September, 1999 to 31st
December, 1999 and approximately HK$1,410,000,
HK$565,000, HK$392,000, HK$50,000, HK$50,000 and
HK$50,000 respectively for the year ended 31st
December, 1999. The other directors did not receive

any emoluments during the period/year.
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Notes to the Financial

for the period from 17th September, 1999 (date of incorporation) to
31st December, 1999

DIRECTORS’ EMOLUMENTS AND EMPLOYEES’
EMOLUMENTS (continued)

During the period/year, no emoluments were paid by
the Group to the directors as an inducement to join or
upon joining the Group or as compensation for loss of
office. None of the directors has waived any

emoluments during the period/year.

Employees’ Emoluments

During the period/year, the five highest paid individuals
included three/two directors, details of whose
emoluments are set out above. The emoluments of the

remaining two/three highest paid individuals were as

Lk follows:
(Mt et 1)
(Note 1)
HwEE B
e Pro forma
Consolidated combined
17.9.1999 1.1.1999
£ to % to
31.12.1999 31.12.1999
FHET Tt
HK$’000 HK$'000
e R, Basic salaries and allowances 436 1,776
TEAT Bonus 1,309 1,542
B4R FI R B ER Retirement benefits scheme contributions 5 24
1,750 3,342
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6. EBERESEME (@ 6. DIRECTORS’ EMOLUMENTS AND EMPLOYEES’
EMOLUMENTS (continued)

EEM (& Employees’ Emoluments (continued)
It o737 e i % B2 R B AT O H . B The emoluments of the remaining two/three highest
T TAEE paid individuals were within the following bands:
(Fftat )
(Note 1)
#HwESH
Eae) Pro forma
Consolidated combined
17.9.1999 1.1.1999
£to % to
31.12.1999 31.12.1999
EE#E EBE &R
Number of Number of
individuals individuals
# %1 000,0008 7T Up to HK$1,000,000 1 —
1,000,001 8 7= 1,500,000E 7T HK$1,000,001 to HK$1,500,000 1 2
1,500,001 7LE 2,000,000/ 7T HK$1,500,001 to HK$2,000,000 — 1
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Notes to the Financial Stgte:men-ts--

for the period from 17th September, 1999 (date of incorporation) to
31st December, 1999

7. FAISHER 7. INCOME TAX EXPENSES
(it 1)
(Note 1)
BEa
ge Pro forma
Consolidated combined
17.9.1999 1.1.1999
£ to Z to
31.12.1999 31.12.1999
T F#E T
HK$’000 HK$'000
BeIR ST R The charge comprises:
o B B 75 B PRC income tax 4,286 15,921
HRFETHIA (B 5t 19) Deferred taxation (note 19) (2,971) (3,871)
TEEEREL Share of PRC income tax of a jointly
B RS controlled entity 1,257 2,167
2,572 14,217
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Pursuant to the relevant laws and regulations in the
mainland People’s Republic of China (the “PRC”), the
Group’s PRC subsidiary and jointly controlled entity are
entitled to exemption from PRC income tax for two years
commencing from their first profit-making year of
operation and thereafter, they are entitled to a 50% relief

from PRC income tax for the following three years.

The tax holiday for EABHEBEERR 2 A (Chia Tai

Qingchunbao Pharmaceutical Co., Ltd.) (“Hangzhou
Qingchunbao”) has expired. However, pursuant to an
approval received from local tax authorities on 16th
September, 1998, Hangzhou Qingchunbao was
classified as one of the approved “High Technology
entities”. Accordingly, Hangzhou Qingchunbao is
entitled to a preferential PRC income tax rate of 12%

for the three years ending 31st December, 2000.
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Notes to the Financial

for the period from 17th September, 1999 (date of incorporation) to
31st December, 1999

INCOME TAX EXPENSES (continued)

During the year, the jointly controlled entity was in its
fourth profitable year and was entitled to a 50% relief
from PRC income tax at the applicable tax rate of 27%.
Its subsidiaries are, however, subject to PRC income

tax calculated at 33%.

The Group had no significant unprovided deferred

taxation for the period/year.

PROFIT FOR THE PERIOD

Of the Group’s profit for the period, a profit of
HK$9,666,000 has been dealt with in the financial

statements of the Company.

EARNINGS PER SHARE

The calculation of the basic earnings per share is
based on the profit for the period of HK$24,355,000
and the weighted average of 276,512,622 shares in

issue during the period.

The calculation of the pro forma basic earnings per
share is based on the pro forma combined profit for the
year of HK$71,483,000 and the pro forma weighted
average of 489,068,493 shares in issue during the

year.
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for the period from 17th September, 1999 (date of incorporation) to
31st December, 1999

10. REUR 10. INVESTMENT PROPERTY
£H
THE GROUP
FETT
HK$°'000
ff18 At valuation
Jro LT e R 2 ) B AT Acquired on acquisition of
ERH—NANE subsidiaries and balance
+ZA=Z+—H &k at 31st December, 1999 12,000

BRARANE+— B - 255 B 5 u 5 i
BLoRMES o MEREEAES
12,000,0008 L * W EHRER — LA
FH+ZA=+t—"HAE—BIUMEEER
1T - Rk BURE DT LAA B T E R e R
WAEEBITEMR BN BKIEESM
e EREL -

AEBMEEEAKEHRHLMA -

A T R B rh
Y% -

20

In November 1999, the Group acquired the investment
property on acquisition of subsidiaries at a
consideration of HK$12,000,000. The investment
property was then revalued at 31st December, 1999 by
C.Y. Leung & Company Limited, an independent
property valuer, on an open market existing use basis.
The revaluation did not give rise to any surplus or
deficit.

The Group's investment property is rented out under an

operating lease.

The Group's investment property is situated in the PRC

and is held under medium-term land use rights.
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11. R -BEERRME

for the period from 17th September, 1999 (date of incorporation) to
31st December, 1999

11. PROPERTY, PLANT AND EQUIPMENT

BE kR
kBRE
THR®EF  Furniture, RE HBEREH EBRIR
Land and fixtures and Motor  Plantand Construction A
buildings  equipment vehicles  machinery in progress Total
TER TER TER TERT TERT TER

HK$’000 HK$°000 HK$°000 HK$000 HK$000 HK$°000

rEE
HAE
WREH 8 2Rl R ER

THE GROUP
COsST

Acquired on acquisition

of subsidiaries 107,813 8,923 14,369 42,330 7,585 181,020
nE Additions - 3,155 - 49 1,405 4,609
L LS Transfers 5,801 35 118 1,032 (6,986) —
HE Disposals — (161) (74) (129) (1,127) (1,491)
B=NANE At 31st December, 1999
+ZH=+—E 113,614 11,952 14,413 43,282 877 184,138
wEREH DEPRECIATION AND
AMORTISATION
Mg R Y B 7 L s RS Acquired on acquisition
of subsidiaries 20,766 7,969 8,323 14,208 — 51,266
THRER Provided for the period 758 253 275 637 — 1,928
I R Eliminated on disposals — (130) (23) (69) — (222)
B=AANE At 31st December, 1999
+ZH=+—H 21,524 8,092 8,575 14,776 - 52,967
REFE NET BOOK VALUE
B—AANE At 31st December, 1999
+IZHZ+—H 92,090 3,860 5,838 28,506 877 131,171
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- nAAAFAA+ER(RZH) 2 for the period from 17th September, 1999 (date of incorporation) to

—hhngE+_-_H=+—HI1-HRH 31st December, 1999
11. % - BERE® @ 11. PROPERTY, PLANT AND EQUIPMENT (continued)
ER - -RERERWH
Furniture, fixtures
and equipment
T
HK$'000
A A A] THE COMPANY
B A {E COST
RAMRRE R —NIVNE Acquired during the period and
+ZA=+—H & balance at 31st December, 1999 3,096
e DEPRECIATION
RAMEAEEE S~ NWNANF  Provided for the period and
+ZA=+—B2E#% balance at 31st December, 1999 58
bR [ JFE NET BOOK VALUE
B—hANFE+-H=4+—H At 31st December, 1999 3,038
FEBMoWEDLASPBE BT The Group’s property interests are situated in the PRC
(= R % - and are held under medium-term land use rights.
12. RMIE AR ER 12. INTERESTS IN SUBSIDIARIES
Eo N
THE COMPANY
F#sT
HK$°000
E S s ) il D Unlisted shares, at cost 242,429
R—hhAhF+ZA=+—HBFR Details of the Company’s subsidiaries at 31st
a] 7 Bt B 22 A) 2 FF A IS R M R December, 1999 are set out in note 27.
27 °
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13. REELRER 13. INTEREST IN A JOINTLY CONTROLLED ENTITY
AEE
THE GROUP
FET
HK$000
REBIEFRMIGAEEFE  Share of net asset of a jointly controlled entity 90,181

FEBE oSSR FE#ED  BERLE
BFRAC L 40% 00 o D RIRERH
BURRMKY - AHRRE THE
4 5 M8 A B B EE on At an o

EE A < W% #2588 5 it

The Group's investment represents a 40% equity
interest in Shanghai Jahwa, a company which is
incorporated in the PRC and is engaged in the
manufacture, distribution and sale of personal care and

cosmetics products.

A summary of the financial information of Shanghai

28 ° Jahwa is set out in note 28.

14. F& 14. INVENTORIES
E
THE GROUP
FET
HK$'000
= Raw materials 5,545
HEEM Work in progress 7,779
B A% an Finished goods 23,201
36,525
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—ARAF+_H=+—B IR 31st December, 1999
15. RHRTREMER 15. SHORT-TERM BANK AND OTHER BORROWINGS
KEE
THE GROUP
FETT
HK$'000
EAR I B IRITE R Unsecured short-term bank loans 33,738
E it B E 3R (LI EE26(11)(a))  Other short-term loan (note 26 (I1)(a)) 9,346
43,084
HibmHERDEMNEEE — L HE The other short-term loan, representing an advance
HAfe < BIEHER - HB0.49% LA from a minority shareholder of Hangzhou Qingchunbao,
HEREAR_FTEFE+_A=+—8H is unsecured, interest bearing at 0.4% per month and is
kAR E R © repayable on or before 31st December, 2000.
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31st December, 1999

Notes to the Financial

for the period from 17th September, 1999 (date of incorporation) to

16. BITRS 16. ISSUED CAPITAL
EEEROBE
Number of 2®
ordinary shares Amount
Tt
HK$'000
EERA Authorised:
HRLE R 108 Ordinary shares of HK$0.10 each
— RER R L AR — on incorporation and at
—“hAhE+_A 31st December, 1999
=+—H 1,000,000,000 100,000
EETRAERT - Issued and fully paid:
L EES) ERT M Ordinary shares of HK$0.10 each
— FTRA TS REE — issue of shares to initial subscribers 2 —
— BITH B A U — issue of new shares on acquisition
WELAEL Bt of subsidiaries 477,799,998 47,780
—EETExREES — placing of new shares to
& A& RRT professional and institutional
il N investors and issue of new
shares to the public 110,000,000 11,000
— 1T{E EE AN AC R W — issue of shares on exercise of
over-allotment option 32,200,000 3,220
— R—AhNEF — balance at 31st December, 1999
+-_HA=+—HB#&&% 620,000,000 62,000

ROER—HANFNA R

The Company was incorporated on 17th September,

RRSL - 2R AR5 100,000,000
L+ 9 51,000,000,0008 ¥ B
SREE 1 0BT LI -

R—hARFRAZ+H  TRA
M) 2R A BT R Tl R o

1999 with an authorised share capital of
HK$100,000,000 divided into 1,000,000,000 ordinary
shares of HK$0.10 each.

On 20th September, 1999, 2 shares were allotted and

issued to the initial subscribers.
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Notes to the Financial St_a__tement

for the period from 17th September, 1999 (date of incorporation) to
31st December, 1999

16.

ISSUED CAPITAL (continued)

By written resolutions of the sole shareholder of the

Company dated 11th November, 1999:

(a) the Company issued a total of 477,799,998 new
ordinary shares of HK$0.10 each for the
acquisition of subsidiaries pursuant to the group

reorganisation as stated in note 1;

(b) subject to certain conditions which were
subsequently fulfilled, by means of placing of new
shares to professional and institutional investors
and issue of new shares to the public, the
Company issued 110,000,000 new ordinary
shares of HK$0.10 each at a price of HK$1.63 per
share on 29th November, 1999.

Pursuant to the underwriting agreement entered into
between the Company and BNP Prime Peregrine
Securities Limited (“BNP Prime Peregrine”) on behalf
of the public offer underwriters and the placing
underwriters on 22nd November, 1999, BNP Prime
Peregrine has exercised the over-allotment option to
require the Company to issue 32,200,000 additional
new ordinary shares at a price of HK$1.63 per share.
The additional new ordinary shares were issued on

17th December, 1999.

The Company intends to use the net proceeds from the
new issue of shares to finance the Group’s research
and development base establishment, expansion of
production capacity and sales network and general

working capital requirements.

All the shares which were issued during the period rank

pari passu with the then existing shares in all respects.
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Notes to the Financial ¢

for the period from 17th September, 1999 (date of incorporation) to
31st December, 1999

17.

SHARE OPTION SCHEME

Pursuant to the Company’s share option scheme
adopted on 11th November, 1999 (the “Scheme”), the
Company may grant options to executive directors and
full time employees of the Company or its subsidiaries
to subscribe for shares in the Company for a
consideration of HK$1 for each lot of share options
granted. Options granted are exercisable at any time
commencing on the expiry of three years after the date
the options are granted and expiring on such date as
determined by the directors or 10th November, 2009,
whichever is the earlier. The maximum number of
shares in respect of which options may be granted shall
not exceed 10% of the issued share capital of the

Company from time to time.

At the balance sheet date, no option was granted by

the Company under the Scheme.
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for the period from 17th September, 1999 (date of incorporation) to

31st December, 1999

18. f##@ 18. RESERVES
A
EERR
kfraE - EHER PRC wE&EF
Share Contributed  statutory Accumulated we
premium surplus funds profit Total
Tl Tl T T T
HK$'000 HK$'000 HK$'000 HK$'000 HK$000
LS THE GROUP
Wb LRl E Reserve arising on acquisition
28 of subsidiaries - 194,649 - - 194,649
FIRG TAR Premium arising on public issue
FES B of shares 217,566 — — — 217,566
BTG BRI 22 Expenses incurred in connection
with the issue of shares (25,436) — — — (25,436)
THREH Profit for the period — — - 24,355 24,355
IR Transfers — — 1,500 (1,500) —
B— A AE At 31st December, 1999
+=-HA=+—H 192,130 194,649 1,500 22,855 411,134
*A Attributable to:
— KLAIRMBER — the Company and subsidiaries 192,130 194,649 — 21,067 407,846
—BEME — a jointly controlled entity — — 1,500 1,788 3,288
192,130 194,649 1,500 22,855 411,134
E N THE COMPANY
g B R Reserve arising on acquisition
28 of subsidiaries - 194,649 - - 194,649
FIRG TAR Premium arising on public issue
FES B of shares 217,566 — — — 217,566
BTG BRI 22 Expenses incurred in connection
with the issue of shares (25,436) — — — (25,436)
AR Profit for the period (note 8) — — — 9,666 9,666
W—=hAhnF At 31st December, 1999
+=-HA=+—H 192,130 194,649 — 9,666 396,445
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for the period from 17th September, 1999 (date of incorporation) to
31st December, 1999

18. @ (@ 18. RESERVES (continued)
BRRBIEER A W E LR The contributed surplus represents the difference
<L BEFEATEEAS DR BLETA between the net assets of the subsidiaries acquired by
Wim#ET s ROEE Z5E - the Company and the nominal value of the Company’s
shares issued for the acquisition.
HEZEEREDAEERHBE S PRC statutory funds are reserves required by the
BiE o BEPBIEDIMFEME - relevant PRC laws applicable to the Group’s PRC
jointly controlled entity.
R—AANAF+ZH=4+—H & The Company’s reserves available for distribution to
A A gy il PR R 2 R S #0396 .4 shareholders as at 31st December, 1999 represents the
BEBT 4 REAR AR R aggregate of share premium, contributed surplus and
B - WE&EeS AT 2 8me accumulated profit of approximately HK$396.4 million.
19. BEEBR 19. DEFERRED TAXATION
M
THE GROUP
T T
HK$°000
WS B B L Al B TS Acquired an acquisition of subsidiaries 5,071
A H A B (P 3t 7) Credit for the period (note 7) (2,971)
RBIBENFE Balance carried forward 2,100

BAHBRELTEIMMNEEER
EEE A 2 B R EUR M R 1R
LB EHER R BEDEEM B HEY
WA Be 32 A T B ACBR SR 1 2 A B

?/F o

REEER  AEBEEAEALAWES
R EXNELEHRE -

The deferred tax liability represents principally the tax
effect of the recognition of income and expenses by
Hangzhou Qingchunbao in different accounting periods
with regard to its financial statements prepared in
accordance with accounting principles generally
accepted in Hong Kong and its PRC statutory financial

statements.

The Group and the Company had no significant

unprovided deferred taxation at the balance sheet date.
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- nAAAFAA+ER(RZH) 2 for the period from 17th September, 1999 (date of incorporation) to

—hAhh&E+—_H=+—8ItHMH 31st December, 1999
20. BRBRAIZEEEBNEEE XK 20. RECONCILIATION OF PROFIT FROM ORDINARY
ZEHERAFEHZYIER ACTIVITIES BEFORE TAXATION TO NET CASH

INFLOW FROM OPERATING ACTIVITIES

FET

HK$'000

i T AT A 8 1 U ) Profit from ordinary activities before taxation 36,248
MBWA  BRERAA Interest income, including interest

AT M An PR AR on application monies received on listing

I R IA A RS 2 LB of the Company’s shares (12,854)
R IT B H Ath & ORI B Interest on bank and other borrowings 966
oAk & 8 1l i Share of profit of a jointly controlled entity (4,545)
ME - BERREB Depreciation and amortisation of property,

REE-PE F plant and equipment 1,923
HEWE - BEERS Loss on disposal of property,

Pl ki plant and equipment 1,269
W iEsE Decrease in inventories 111
WP E S REMBEWRIA  Decrease in trade and other receivables 73,111
WA E S LHMEAIE  Decrease in trade and other payables (68,185)
EFB < HEMAFE  Net cash inflow from operating activities 28,044
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21. BEMEAF

31st December, 1999

21. PURCHASE OF SUBSIDIARIES

Notes to the Financial St

for the period from 17th September, 1999 (date of incorporation) to

FHEIT

HK$’'000
BABESFE: Net assets acquired:
HEY* Investment property 12,000
WE - WEREM Property, plant and equipment 129,754
raghEfEEm Interest in a jointly controlled entity 86,893
G Inventories 36,636
g 5 I H {th fE W 5 TE Trade and other receivables 199,313
AT 17 3 Bank deposits 15,190
T/ REE Bank balances and cash 93,484
B 5 BCH i RE 7RO Trade and other payables (151,429)
F& -1 B8 Taxation payable (4,287)
A2 HERTT R H A B 3K Short-term bank and other borrowings (43,084)
DB R R Minority interests (126,970)
S F TR Deferred taxation (5,071)
BESE Net assets 242,429
=] Satisfied by:
TR A HTIR Issue of shares of the Company 242,429
S EH BRI AME Analysis of inflow of cash and cash equivalents

RekFRREEH in connection with the purchase of subsidiaries:
AERA DT

Frig kT s IR & Bank balances and cash acquired 93,484

B W DA TR PR A R B B - AU
<ZHMBAR RAEBRERO2758
BET BEFRBHRERA B
HRwERMERT LSRN B S
AL WA THsABBTTREE

During the period since acquisition, the subsidiaries
acquired have contributed approximately HK$27.5
million to the Group’s net operating cash flows, received
approximately HK$0.6 million in respect of returns on
investments and servicing of finance and utilised

EX approximately HK$1.5 million on investing activities.
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22 AFEERMERE 2T

31st December, 1999

THE PERIOD

for the period from 17th September, 1999 (date of incorporation) to

22. ANALYSIS OF CHANGES IN FINANCING DURING

BOTRAE RO
mEREHERS
Issued capital,
share premium and

contributed surplus

T
HK$°000
FITIR D EER® Issue of shares for cash 231,786
AT AU RB P B 22 R ssue of shares for acquisition of subsidiaries 242,429

TATH D A RBE 2 2 Expenses incurred in connection with
the issue of shares (25,436)

BNANNE At 31st December, 1999

- B=4—H 448,779

23 MEMRWAME

REEE B AEE AR RH A E
H R REREFEAMT
St RETFcHE - ZEHOM

23. OPERATING LEASE COMMITMENTS

At the balance sheet date, the Group and the Company
were committed to make the following rental payments

for land and buildings in the next year under non-

FEan T - cancellable operating leases which expire:

AEE ¥ NN |

THE THE

GROUP COMPANY

FET FET

HK$'000 HK$'000

—FR Within one year 1,567 —
E-FEFEATFNA In the second to fifth year inclusive

(EHRERMmE) 924 924

2,491 924
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Notes to the Financial

H—AAhFALA++ER (YA Z for the period from 17th September, 1999 (date of incorporation) to
—AhhE+—H _+—BI-8M 31st December, 1999
23, HMERNEAE @) 23. OPERATING LEASE COMMITMENTS (continued)
VA BB 48 AN 52 M) B AR m) 73 Bl 28 52 Included in the above are operating lease commitments
T TREA LK gRA BB R of approximately HK$0.9 million payable by the
R #) A - Company to a connected party.
24. BARMERE 24. CAPITAL COMMITMENTS
B S
THE GROUP
FiEIT
HK$'000
EFENEARMFEES Capital expenditure contracted for but not
BEREN AAENLL provided in the financial statements in respect
HEIME LAl B R X of investment in a proposed PRC subsidiary 2,804

EHAERAREN WMWY E - Capital expenditure authorised but not

W Bis s B R contracted for in respect of acquisition
of property, plant and equipment 1,024
B Liish - AEREOEEEERL In addition to the above, the Group’s share of capital
EARMAEOT commitments of the jointly controlled entity is as
follows:

&
THE GROUP
Tt
HK$'000
B At AR B R < Y % Capital expenditure authorised but not
B REmEZANLHAR contracted for in respect of acquisition
of property, plant and equipment 12,710

I

e

AEA - AL RAETAE AL

o

The Company had no capital commitments at the

i

balance sheet date.
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Notes to the Financial St

for the period from 17th September, 1999 (date of incorporation) to
31st December, 1999

25.

RETIREMENT BENEFITS SCHEMES

The Company and its subsidiaries in Hong Kong
operate defined contribution retirement benefits
schemes for their qualifying employees. The assets of
the schemes are held separately in funds which are
under the control of independent trustees. The
retirement benefits schemes contributions charged to
the income statement represent contributions payable
by the Company and its subsidiaries in Hong Kong to
the funds at rates specified in the rules of the schemes.
When there are employees who leave the schemes
prior to becoming fully vested in the contributions, the
amount of the forfeited contributions will be used to
reduce future contributions payable by the Company

and its subsidiaries in Hong Kong.

The employees employed Hangzhou Qingchunbao are
members of a state-managed retirement benefits
scheme operated by the PRC government. Hangzhou
Qingchunbao is required to contribute a certain
percentage of their payroll to the retirement benefits
scheme to fund the benefits. The only obligation of the
Group with respect to the retirement benefits scheme is

to make the required contributions under the scheme.

No forfeited contributions are available to reduce the

contribution payable in the future years.
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Notes to the Financial

for the period from 17th September, 1999 (date of incorporation) to
31st December, 1999

26. CONNECTED AND RELATED PARTY
TRANSACTIONS AND BALANCES

)

CONNECTED PARTIES

(a)

During the period/year, the Group had
significant transactions and balances with
related parties, some of which are also
deemed to be connected parties pursuant to
the Rules Governing the Listing of Securities

on the GEM. The significant transactions

HEHEEALTERNRS with the connected parties during the period/
EEMGE H.c BX G4 year, and significant balances with them at
JHU N the balance sheet date, are as follows:
(MFaEq)
(Note 1)
wEEG
LS Pro forma
Consolidated combined
17.9.1999 1.1.1999
RNEIARW TE S REBREE Z to % to
Name of company Nature of transactions/balances 31.12.1999 31.12.1999
FExT T
HK$’000 HK’000
[7] F i /8 2 =]
Fellow subsidiaries
FaEXEXARA A L RBFHEE  EERER
=R E (ML)
SIIC Estate Company Limited Rental, management fees and
air-conditioning charges paid by
the Group on land and buildings
(note i) 181 181

105



th—AARFRA+ER A=
— AT+ - H_+—H I

26. BENKABBALZ
X5 K46 (#)

(n BEALT G

for the period from 17th September, 1999 (date of incorporation) to

31st December, 1999

26. CONNECTED AND RELATED PARTY

TRANSACTIONS AND BALANCES (continued)

() CONNECTED PARTIES (continued)

(MI5E41)
(Note 1)
HwEE G
L) Pro forma
Consolidated combined
17.9.1999 1.1.1999
NEIEW R EBNTE Z o ZF 10
Name of company Nature of transactions/balances 31.12.1999 31.12.1999
FiExT TiET
HK$’000 HK’000
xEHBEAR LR BT A=+—"HEM &%
— AT RIE
The Wing Fat Printing Balance payable at 31st December
Company, Limited — payment on behalf of the Group 374
FaEXRZEARA A B+ A=+—HREW.2 &
— S ERAEIE
Shanghai Industrial Holdings Balance receivable at 31st December
Limited — payment on behalf by the Group 86
EFE BTZA=+—BHENMNZ &%
— Rt
Directors Balance payable at 31st December
— accrued emoluments 702

fyat

W 0 BEeNEETzE6E
i HEBETE 2
mEBEOEEETEE
P SR Y R B
12 AR AR -

106

Note:

of professional property valuer.

(i) The rental was charged in accordance with the
relevant tenancy agreement and the prevailing
rent is equivalent or approximate to the open

market rental as certified by an independent firm
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(b)
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HEEALT 2 EREMEO
AR T P s 23 o

R-AANFE+ZH=
+—B - LEERER
IR AR R A
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2 R 2 5 E
BT R

for the period from 17th September, 1999 (date of incorporation) to
31st December, 1999

26. CONNECTED AND RELATED PARTY
TRANSACTIONS AND BALANCES (continued)

CONNECTED PARTIES (continued)

(b)

(c)

Details of operating lease commitments
with a connected party are set out in note
23.

At 31st December, 1999, the intermediate
holding company, Shanghai Industrial
Holdings Limited, had given a guarantee of
HK$5 million to a bank in respect of credit

facilities extended to the Company.
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H—AAhFALA++ER (YA Z for the period from 17th September, 1999 (date of incorporation) to
—AhhE+—H _+—BI-8M 31st December, 1999
26. BERFBEALTZ 26. CONNECTED AND RELATED PARTY

Rz B A& & ()

() BREEALHZHEBAL ()

(@) RESE FE - FE

TRANSACTIONS AND BALANCES (continued)

() RELATED PARTY, OTHER THAN CONNECTED
PARTY (continued)

(a) During the period/year, the Group had

AR A L (FRBEA significant transactions with related
TN cERR B REE companies, other than connected parties,
AzEX@EsnmT : and significant balances with them at the
end of the period, as follows:
(M3 5E1)
(Note 1)
HwEE 6
ma Pro forma
Consolidated combined
17.9.1999 1.1.1999
TR R EBNTE Z o )
Name of company Nature of transactions/balances 31.12.1999 31.12.1999
T#Ex T
HK$’000 HK’000
NN ST Sl = o N e
LEBRE MINEEE
Minority shareholders of the
Company’s PRC subsidiary,
Hangzhou Qingchunbao:
RE ) EEESEE LA HEEY REREAm (M)
(H+B&EFE]D
EH M E 27
(China (Hangzhou) Sales of finished medicine and health
Qingchunbao Group Co.) products (note i) 2,905 15,154
(“China Qingchunbao”)
and its subsidiaries
i B R e (M ki)
Purchase of materials (note ii) 199 1,006
EEWE  EERRMHE
Sales of fixed assets — 140
21 F2 B i)
Interest paid (note iii) 75 449
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Notes to the Financial St

for the period from 17th September, 1999 (date of incorporation) to
31st December, 1999

26. CONNECTED AND RELATED PARTY

TRANSACTIONS AND BALANCES (continued)

() RELATED PARTY, OTHER THAN CONNECTED
PARTY (continued)

(M3 5E1)

(Note 1)

HwEEH

L) Pro forma

Consolidated combined

17.9.1999 1.1.1999

TR R EBNTE Z o )
Name of company Nature of transactions/balances 31.12.1999 31.12.1999
FiExT TiET

HK$’000 HK’000

BrH=ZHA=+—H 2 BW, s

Balance due from/to at 31st December
— B 5B HIE

— trade receivables 3,483
— HEEI (MHitqs)

— short-term loan (note 15) 9,346
— B S ENHIE

— trade payable 143

bf o

(i) HER SN EWIEME
77 S T A (B E A
e - Ak A b
T Az R e

(i) HEZHDHETEHELR
17 v ok fid B T A5 {0 4 7T
fhe® - Qe hET
B Agh i 2 MR Ak ETT o

(i) R R R i )
ERAEREEHEE K
A B 0.4% B IR S

by W—AARF+Z_H=
+—H8 HhEEHEEEA
—LRTETRNES
TofERmEMmiFEa37
AEBILER -

Notes:

(i) These transactions were carried out at market
price or, where no market price was available, at
cost plus a percentage profit mark-up.

(ii) These transactions were carried out at market
price or, where no market price available, at terms
determined and agreed by both parties.

(iii)  The interest was charged at 0.4% per month on
the outstanding loan balance in accordance with
the relevant loan agreement.

(b) At 31st December, 1999, China Qingchunbao
had given guarantees totalling HK$33.7
million to certain banks in respect of credit

facilities extended to Hangzhou Qingchunbao.
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Notes to the Financial

for the period from 17th September, 1999 (date of incorporation) to
31st December, 1999

27. SUBSIDIARIES

Details of the Company’s subsidiaries at 31st

December, 1999 are as follows:

ERITR
R
RN
Nominal value
of issued and
fully paid

share capital/

Ao ES
ERTRE
o A b

Attributable

proportion of

nominal value of

issued/registered

B8 & = R establishment/ registered capital held by the EREH
Name of subsidiary operations capital Company Principal activities
0E el £
Directly  Indirectly
FTAXEFEEBEEZFARROA H 2 128,500,000~ K% — 55% BlEMEE P
(Chia Tai Qingchunbao PRC RMB128,500,000 By ML FE R
Pharmaceutical Co., Ltd.) Manufacture and sale
of Chinese medicine
and health food
IEARFEEmERR A s il — 0% T — 91.67% RE W
Chia Tai Health Products Hong Kong Ordinary shares Investment holding
Company Limited — uss2
— 2%ETT
Non-voting
deferred shares
— uss$2
Golden News Enterprises  RHEEXZEHS 60=TT — 91.67% BE
Limited British Virgin Usse0 Investment holding
Islands
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Notes to the Financial

for the period from 17th September, 1999 (date of incorporation) to

31st December, 1999

27. SUBSIDIARIES (continued)

ERITR ENNCY: S 1)
MERE SRITRES
R ' A A &AL

Nominal value Attributable

of issued and proportion of
fully paid nominal value of

share capital/  issued/registered

Wi 2R &M establishment/ registered  capital held by the ERRH
Name of subsidiary operations capital Company Principal activities
BE CIFE:S
Directly  Indirectly

SIMST Medical Science REEZES 1%L 100% - BUE 1E
and Technology British Virgin UsSs$1 Investment holding
Development Limited Islands

FTEBERERA A REELES 56,2507 /L 100% - BTN

S.1. Daily Chemical British Virgin US$56,250 Investment holding
Holdings Ltd. Islands

e 55085 915 4 R R 2 I
SR 2 3 o ol e SR K
BLRE - HEE Lk
e sk TE 2 T 8 B A E T 5
R

F Golden News Enterprises
Limited, SIMST Medical Science
and Technology Development
Limited 2 FEB{LERAER LA
EEFEBEERBIN - BT
T ek B 37 b 3 A 8 SR A o

The deferred shares carry no rights to receive notice of

or to attend or vote at any general meeting of the

respective company and have practically no rights to

dividends or to participate in any distributions on

winding up.

The principal activities are carried out in place of

incorporation or establishment except that Golden

News Enterprises Limited, SIMST Medical Science and

Technology Development Limited and S.l. Daily

Chemical Holdings Ltd. operate in Hong Kong.
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27. IR AT (&)

HHIE 2R ST B RARBEANTE
o] By fa] I |EAE A AEE 2 BB E
# o

28. AEMEELEY
B 75 R 8

HE-NALAAF+ZA=1+—HIE
FE - eIy o EEEM

for the period from 17th September, 1999 (date of incorporation) to
31st December, 1999

27.

28.

SUBSIDIARIES (continued)

None of the subsidiaries had any debt securities
outstanding at the end of the period, or at any time

during the period.

SUMMARY OF FINANCIAL INFORMATION OF THE
GROUP’S JOINTLY CONTROLLED ENTITY

The following is a summary of the most recent audited

financial information of Shanghai Jahwa for the period

HBERMmEEWT ended 31st December, 1999:
FHIR, A FE O EERE Results for the period/year:
(k1)
(Note 1)
HwE & H
) Pro forma
Consolidated combined
17.9.1999 1.1.1999
% to £ to
31.12.1999 31.12.1999
FHET T
HK$’000 HK$’000
= il Turnover 178,472 849,564
fik A5 AT A 6 2 445 O ) Profit from ordinary activities before taxation 11,363 36,778
7 5 [ R A B B AT Profit from ordinary activities before
A TS T A taxation attributable to the Group 4,545 14,711
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for the period from 17th September, 1999 (date of incorporation) to
31st December, 1999

28. AKEEELxZ 28. SUMMARY OF FINANCIAL INFORMATION OF THE

B % & OB R 8 (]) GROUP’S JOINTLY CONTROLLED ENTITY

(continued)
B B AR AL Financial position:
R At
31.12.1999
FHET
HK$°000

B E R Non-current assets 342,776
B E Current assets 454,182
mE B S Current liabilities (552,981)
e R=Ri Non-current liabilities (18,525)
FEE Net assets 225,452
TEEEE 2 FEE Net assets attributable to the Group 90,181

29 MIIRHERER

R_FEEEF_A+NAH - FTan
% Gyber-Care Inc.(ICYBER!) &l
T EOEROR D 2 Bk
(I motkl)  KRI—a2R
Al e Ao Al UAREgoB ETIR
=0 =N IO A= NI P S
s (AAR - &7 HE B
B P R B AN MR RS - R
Cyber-Care Electronic Housecall
System REHA KRS o B

s BERMB_SEEEF _A+
JAHBEF/NTHEEH - iR

29,

POST BALANCE SHEET EVENTS

On 18th February, 2000, the Company entered into a
binding Memorandum of Agreement (*“MOA”) with
Cyber-Care Inc. (“CYBER”) for the establishment of a
joint venture. Pursuant to the MOA, the Company will
subscribe for part of the issued share capital of the
proposed joint venture for a consideration of
US$1,000,000. The proposed joint venture will be
engaged in the marketing, application and service
rendering of the Cyber-Care Electronic Housecall
System in Asia, other than Japan, Taiwan, India,
Australia and New Zealand. The MOA will be valid for
sixty calendar days from 18th February 2000. If
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IERETT Rz AR - BIERQ
Azt cYBER ¥ Pl LAE EE A AN
EER R i =3 Bk

EmRERZE  LRKEBEAEMSR
12,000,0007C # & 4,000,000/ {7 °
WEHERE  FEBEBEEER
Alogepllt A% o 5 B 4\l pl L e B
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for the period from 17th September, 1999 (date of incorporation) to
31st December, 1999

definitive agreements cannot be executed and
exchanged upon on or before the expiry date, either the
Company or CYBER shall be entitled to terminate the
MOA by written notice to the other party.

On 17th March, 2000, a wholly owned subsidiary of
the Company has entered into a share subscription
agreement with Shanghai Medical Information Limited
(“Information Limited”), a company established in the
PRC, for the subscription of 4,000,000 shares in
Information Limited at a consideration of
RMB12,000,000. Upon the completion of the
subscription agreement, the Group will have a 20%
interest in Information Limited. Information Limited is
engaged in the provision of pharmaceutical

information service on internet and e-commerce.
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Year ended 31st December,

1997 1998 1999
T#&ET FET FET
HK$'000 HK$'000 HK$°000
ey RESULTS
BEE Turnover 313,264 375,373 424,780
& P A Cost of sales (116,306) (128,643) (144,440)
EH Gross profit 196,958 246,730 280,340
H fto g A Other revenue — 2,847 19
oiHE N Distribution costs (83,117) (113,212) (133,267)
TTHECE Administrative expenses (35,545) (44,605) (48,203)
W B i AR PRC sales tax refund 24,069 27,376 —
A 2 i R Profit from operations 102,365 119,136 98,889
Ht % & H Finance costs (4,901) (4,079) (2,975)
& W s Investment income 1,127 1,880 16,087
75 & B b A Share of profit of a jointly
controlled entity 11,775 13,861 14,711
W T BT A 5 25 ik T Profit from ordinary activities
before taxation 110,366 130,798 126,712
it 15 B4 2 A Taxation (13,356) (13,793) (14,217)
At B REm AR A Profit before minority interests 97,010 117,005 112,495
8 AR Minority interests (38,231) (47,416) (41,102)
A Profit for the year 58,779 69,589 71,483
B Rk Notes:

1. HE-—NAAGT T _H =+
Fb = 4 5 2 S8 )5 1
AT B O U
THE—H—BEFE - M
EHREASHREERY -

2. Apelit—AhFE LA+
A+ FAE b 2 A S e A AL -
UL AP 2
AR R E NN 8
[E)

The results for each of the three years ended 31st December, 1999 have been prepared on

a pro forma combined basis as if the group structure immediately after the group

reorganisation had been in existence since 1st January, 1997.

The Company was incorporated in the Cayman lIslands on 17th September, 1999.

Accordingly, the only balance sheet for the Group that has been prepared is those set out on

page 68.
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Analysis of the Group’s Pro Forma
Combined Turnover and
Contribution to Operatine

h—hAAh#F+=ZA=+—R1-HMH for the year ended 31st December, 1999
fo T 2 5 fs B th 5 b I B 2 A B () An analysis of the Group’s pro forma combined turnover and
EaitaxBEREE R E B 5 contribution to operating profit by principal activity and
e geographical region is as follows:
BEER
ES Operating
Turnover profit
T FHET
HK$'000 HK$°000
E il Activity
H#Em Consumer products 424,780 100,494
me:FBWMA — FE Add: Interest income — net 11,507
74k & b % i Share of profit of a jointly controlled entity
— HEm — Consumer products 14,711
B 3 AT AR 55 5 75 i 7 Profit from ordinary activities before taxation 126,712
k2 Geographical region
HH B K B Mainland People’s Republic of China 420,552 99,494
H i i & Other areas 4,228 1,000
424,780 100,494
o FLEBWA — FE Add: Interest income — net 11,507
16 & & 1 Fl Share of profit of a jointly controlled entity 14,711
P T A 6 23 795 D ) Profit from ordinary activities before taxation 126,712
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Notice of Annual General

NOTICE IS HEREBY GIVEN THAT the Annual General
Meeting of SIIC Medical Science and Technology (Group)
Limited (the “Company”) will be held at the Conference
Room, 26th Floor, Harcourt House, 39 Gloucester Road,
Wanchai, Hong Kong on Monday, 8th May, 2000 at 3:00 p.m.

for the following purposes:

1. To receive and consider the Audited Financial
Statements of the Company and the Reports of the
Directors and the Auditors for the period from 17th
September, 1999 (date of incorporation) to 31st

December, 1998.
2.  (a) To re-elect retiring Directors.

(b) To authorise the Board of Directors to fix

Directors’ remuneration.

3. To re-appoint Auditors and to authorise the Board of

Directors to fix their remuneration.

4.  As Special Business, to consider and if thought fit, pass
with or without amendments, the following resolution as

an Ordinary Resolution:
“THAT:

A. Subject to the following provisions of this
Resolution, pursuant to the Rules Governing the
Listing of Securities on the Growth Enterprise
Market of The Stock Exchange of Hong Kong
Limited, the exercise by the Directors of the
Company during the Relevant Period (as
hereinafter defined) of all the powers of the

Company to allot, issue and deal with additional
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Notice of Annual General Meeting

shares in the capital of the Company and to make

or grant offers, agreements and options which
would or might require the exercise of such
powers be and is hereby generally and

unconditionally approved;

the approval in paragraph (A) of this Resolution
shall be in addition to any other authorisation
given to the Directors of the Company and shall
authorise the Directors of the Company during the
Relevant Period to make or grant offers,
agreements and options which would or might
require the exercise of such powers after the end

of the Relevant Period;

the aggregate nominal amount of share capital
allotted or agreed conditionally or unconditionally
to be allotted (whether pursuant to an option or
otherwise); or by the Directors of the Company
pursuant to the approval in paragraph (A) of this
Resolution, otherwise than pursuant to (i) a Rights
Issue (as hereinafter defined); or (ii) any option
scheme or similar arrangement for the time being
adopted for the grant or issue to officers and/or
employees of the Company and/or any of its
subsidiaries of shares or rights to acquire shares
in the capital of the Company; or (iii) any scrip
dividend or similar arrangement providing for the
allotment of shares in lieu of the whole or part of a
dividend on shares of the Company in accordance
with the Articles of Association of the Company,
shall not exceed 20 per cent of the aggregate
nominal amount of the share capital of the
Company in issue as at the date of the passing of
this Resolution and the said approval shall be

limited accordingly; and
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Notice of Annual General Meeti

for the purpose of this Resolution:

“Relevant Period” means the period from the
passing of this Resolution until whichever is the

earliest of:

the conclusion of the next annual general

meeting of the Company;

i. the expiration of the period within which the
next annual general meeting of the
Company is required by the Articles of
Association of the Company or any
applicable laws of the Cayman Islands to be
held; and

iii. the date on which the authority given under
this Resolution is revoked or varied by an
ordinary resolution of the shareholders of

the Company in general meeting; and

“Rights Issue” means an offer of shares open for
a period fixed by the Company or by the Directors
of the Company to holders of shares on the
Register of Members of the Company on a fixed
record date in proportion to their then holdings of
such shares (subject to such exclusions or other
arrangements as the Directors of the Company
may deem necessary or expedient in relation to
fractional entitlements or having regard to any
restrictions or obligations under the laws of, or the
requirements of, any recognised regulatory body
or any stock exchange in any territory outside

Hong Kong).”
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As Special Business, to consider and if thought fit, pass
with or without amendments, the following resolution as

an Ordinary Resolution:

“THAT:

A. subject to paragraph (B) of this Resolution, the
exercise by the Directors of the Company during
the Relevant Period (as hereinafter defined) of all
the powers of the Company to repurchase
ordinary shares in the capital of the Company on
the Growth Enterprise Market ("GEM”) of The
Stock Exchange of Hong Kong Limited (“Stock
Exchange”) or on any other stock exchange on
which the securities of the Company may be listed
and recognised by the Securities and Futures
Commission and the Stock Exchange for this
purpose, subject to and in accordance with all
applicable laws and the requirements of the Rules
Governing the Listing of Securities on the GEM of
the Stock Exchange or any other stock exchange
as amended from time to time, be and is hereby

generally and unconditionally approved;

B. the aggregate nominal amount of share capital
which the Company is authorised to repurchase
pursuant to the approval in paragraph (A) of this
Resolution shall not exceed 10 per cent of the
aggregate nominal amount of the shares of the
Company in issue at the date of the passing of
this Resolution and the authority pursuant to
paragraph (A) of this Resolution shall be limited

accordingly; and
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C. for the purpose of this Resolution:

“Relevant Period” means the period from the
passing of this Resolution until whichever is the

earliest of:

i the conclusion of the next annual general

meeting of the Company;

i. the expiration of the period within which the
next annual general meeting of the
Company is required by the Articles of
Association of the Company or any
applicable laws of the Cayman Islands to be
held; and

iii. the date on which the authority given under
this Resolution is revoked or varied by an
ordinary resolution of the shareholders of

the Company in general meeting.”

As Special Business, to consider and if thought fit, pass
with or without any amendments, the following

resolution as an Ordinary Resolution:

“THAT conditional upon resolutions Nos. 4 and 5 set
out in the notice convening this meeting being duly
passed, the general mandate granted to the Directors
of the Company to exercise the powers of the Company
to allot and issue shares pursuant to resolution No. 4
set out in the notice convening this meeting be and is
hereby extended by the addition to the aggregate

nominal amount of the share capital which may be
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allotted or agreed conditionally or unconditionally to be
allotted and issued by the Directors of the Company
pursuant to such general mandate of an amount
representing the aggregate nominal amount of the
share capital of the Company repurchased by the
Company under the authority granted pursuant to
resolution No. 5 set out in the notice convening this
meeting, provided that such an amount shall not
exceed 10 per cent of the aggregate nominal amount of
the issued share capital of the Company as at the date

of the passing of this Resolution.”

By Order of the Board
Wong Mei Ling, Marina

Company Secretary

Hong Kong, 20th March, 2000

Head Office:

10th Floor,

Shanghai Industrial Investment Building,
48-62 Hennessy Road,

Wanchai, Hong Kong

Notes:
1. A member entitled to attend and vote at the meeting
convened by the above notice is entitled to appoint

another person as his proxy to attend and vote on his

behalf. A proxy need not be a member of the Company.

2. Aform of proxy for use at the meeting is enclosed.
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To be valid, a form of proxy and the power of attorney
or other authority, if any, under which it is signed or a
notarially certified copy of such power or authority,
must be deposited at the head office of the Company at
10th Floor, Shanghai Industrial Investment Building,
48-62 Hennessy Road, Wanchai, Hong Kong not less
than 48 hours before the time for holding the meeting
or adjourned meeting or poll (as the case may be).
Delivery of an instrument appointing a proxy shall not
preclude a member from attending and voting in person
at the meeting or poll concerned and, in such event, the
instrument appointing a proxy shall be deemed to be

revoked.

The register of members of the Company will be closed
from Thursday, 4th May, 2000, to Monday, 8th May,
2000, both days inclusive, during which period no

transfer of shares will be effected.
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