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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 fraded on GEM may be more susceptible to high market
volatility than securities traded on the Main Board and no assurance is
given that there will be a liquid market in the securities tfraded on
GEM.

The principal means of information dissemination on GEM is publication
on the intemet website operated by the Stock Exchange. GEM-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 at www.hkgem.com
in order to obtain up-to-date information on GEM-listed issuers.

The Stock Exchunhge of Hohy Konhy Limited takes ho respohnsibility for
the conhtents of this report, makes ho representation as to its accuracy
or completeness und expressly discluims any liability whatsoever for
any loss howsoever arising from or in reliauhce upoh the whole or any
purt of the contents of this report.

This report, for which the directors of Chanhgmao Biochemicual
Engineering Compuny Limited (the “Directors”) collectively und
individually accept full respohnsibility, includes particulars given in
compliahce with the Rules Governing the Listing of Securities onh the
GEM ("GEM Listing Rules”) for the purposes of giving information with
regurd to Chanhgmuao Biochemicul Engineering Compuany Limited. The
Directors, having made all reasohuble enhquiries, confirm that, to the
best of their knowledge and brief: (1) the ihformation contaihed in
this report is accurate und complete in all material respects and hot
misleading; (2) there are ho other matters the omission of which would
mauke any statement in this report misleading, and (3) dll opinions
expressed in this report have been arrived ut ufter due and cureful
consideration and are fouhded oh buses und ussumptions that are
fair anhd reasohuble.
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HIGHLIGHTS

° Unaudited turnover of dapproximately Rmbé9,838,000 for the
nine months ended 30 September 2002

° Unaudited net profit of upproximutely Rmb 16,240,000 for the
nine months ended 30 September 2002

° The Directors do not recommend the payment of u dividend
for the nine months ended 30 September 2002

° The Compuny pluns to launch more chiral products with high
commerciul potentiul in the fourth quurter of 2002 und eurly
2003
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RESULTS

The board of Directors (the "Bourd”) of Chahgmuo Biochemicual
Enyineering Compuny Limited (the "Compuny” or "Changmuo”) is
pleused to present the unaudited results of the Compauny for the nine
months ended 30 September 2002 toyether with the unhaudited
compurdutive figures for the corresponding period in 2001 us follows:

Unaudited Unaudited
For the three For the nine
months ended months ended
30 September 30 September

2002 2001 2002 2001

Note Rmb’000 Rmb’000 Rmb’000 Rmb’ 000

Turnover 2 20,460 28,058 69,838 90,543
Cost of sules (14,771)  (17,811)  (42,065) (55,358)
Gross profit 5,689 10,247 27,773 35,185
Other revenues 49 304 153 465
Selling expenses (1,064) (685) (2,827) (2,385)
Administrutive expenses (2,104) (1,397) (5,806) (3,032
Other operuting

income/(expenses) 11 (20) (5) an
Operuting profit 2,581 8,449 19,288 30,162
Finunce costs (268) - (834) (560)
Profit before tuxation 2,313 8,449 18,454 29,602
Taxution 3 (277) (1,027) (2,214) (3.558)

Profit attributable to
shareholders 2,036 7.422 16,240 26,044

Distributions to
shareholders 4 - - 7,360 17,602

Busic edrninys per shure 5 Rmb0.003 RmMb0.015 Rmb0.029 Rmb0.079
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Notes:

1.

Basis of preparation and accounting policies

The Compuny wus first estublished us u sino-foreign equity joint venture
entferprise in the People’s Republic of Chinu (the "PRC”) on 3 December
1992. The Compuny unhderwent du reorygunisation in 2001 (the
“Reoryunisution”), under which, the promoters of the Compuny entered
info an uyreement duted 15 April 2001 for the purpose of, umony other
mutters, reguluting their rights und obligutions us promoters of the
Compuny ufter the Reorgunisution. Pursuunt to g business licence issued
by the State Administration for Industry und Commerce of the PRC duted
18 Juhe 2001, the Reorgunisution wus completed und the economic nuture
of the Compuny wus converted into u sino-foreigh joint stock limited
compuny on that date. Further information in respect of the Reorygunisation
is set out in the purugruph heuded “Reoryunisation, shureholding und
corporute structure” under the section heuaded "Business” in the prospectus
of the Compuny duted 20 June 2002 (the “Prospectus”).

The unaudited results of the Compuny have been prepured in uccordunce
with dll upplicuble Statements of Standurd Accounting Pructice und
Interpretutions issued by the Hony Kony Society of Accountunts und
accounting principles yenerully uccepted in Hony Kohy. These unaudited
results ulso comply with the upplicuble disclosure provisions of the GEM
Listing Rules.

Turnover

The Compuny is principully enguyged in the production und sule of orgunic
acids.

Turhover represents sules of orgunic ucids for the period.

Taxation
Enterprise income tax

Enterprise income tux (“EIT") is provided on the busis of the stututory profit
for finuncial reporting purposes, udjusted for income und expehnse items
which ure not ussessuble or deductible for income tux purposes. The
Compuny, beiny locuted in the New Technoloygy Industriul Development
Experimentul Zone in Chungzhou und reyistered us u New und High
Technoloyy Enterprise, is entitled to u reduced EIT rate of 24%. In uddition,
the Compuny is ulso enfitled to u tux holiduy of fwo yeurs for full exemption
from EIT sturting from 1997, followed by u 50% reduction from the third to
fifth year. The preferential tux tfreatment referred to ubove wus expired by
the end of 2001. However, in Muy 2001, the Compuny obtuined ) 7 1% & 4
ERT ¥ MRLE (The Certificute for Foreign Investment und Advunced
Technology Enterprise) from;T & & ¥ /N E 5 &5 A fEEE (Jiangsu Foreign Trade
Economic Co-operution Office), under which the Compuny is enfitled to
d reduced EIT rate of 12% until the finuncial year endiny 31 December
2004.

As at 30 September 2002, there wus ho sighificant unprovided deferred
taxation.
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Value-added tax (“VAT")

Under the "Regulutions of the PRC on Vulue-udded Tux”, the Compuny is
subject tfo output VAT levied ut the rate of 17% on the sules or trunsfer of
tunyible yoods, provision of processing, repuirs und replacement services.
Input VAT puid on purchuses cun be used to offset the output VAT levied
on sules to determine the net VAT puyuble.

4. Distributions to shareholders

For the three For the nine
months ended months ended
30 September 30 September

2002 2001 2002 2001

Rmb’000 Rmb’000 Rmb’000 Rmb’000

Speciul dividend, declured
on 9 June 2002, of
RMb0.01472 per
ordinary shure - - 7,360 -

Other distributions
(hote (u) to (c) below) - _

17,602

- - 7,360 17,602

Notes:

(u) As purt of the Reorygunisation, the promoters’ agreement duted 15
April 2001 (the “Promoters’ Agreement”) wus enfered into by
Chungzhou Shuguuny Chemicul Factory (*Shuguuny Factory”) und
Jomo Limited ("*Jomo”) (both were the then shareholders of the
Compuny), und Hohy Kony Xinshenhy Pioneer Investment Compuny
Limited ("HK Xinshenhy Ltd”), Hony Kony Bio-chemicul Advunhced
Technoloyy Investment Compuny Limited ("HK Biochem Ltd"), k&%
BB AR AR ("Shanghai Technoloyy Investment”), b/ & B &}
1% & A B 2 7 ("Shunyhui Boliun Investment”), Propser Ideul Limited
and & M A AL B B BR A 7] ("Chaungzhou Xinshenyg”). The
Reoryunisution completed when the economic hature of the
Compuny wus chunhyed from u sino-foreigh joint venture into u sino-
foreign joint stock limited compuny pursuunt to the business licence
dated 18 June 2001 issued by the State Administration for Industry
and Commerce of the PRC.
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Under the Promoters’ Agreement, the Compuny issued 50,000,000
shures of Rmb1.00 euch, beinyg the initiul reyistered cupital of the
Compuny us u sino-foreign joint stock limited compuny with limited
liubility on 18 June 2001, us follows:

0) 22,000,000 shares of the Compuhny to Shuguuny Fuctory und
Jomo ih respect of their eyuity interests in the Compuny in return
for the het tunyible ussets of the Compuny totuliny
dpproximutely RMB22,000,000 which wus culculuted with
reference to the net tunygible ussets of the Compuny us ut 31
October 2000.

(i) 18,000,000 shures of the Compuny in considerution for cush
totuling RMB39,750,000 puid by HK Xinsheny Ltd, HK Biochem
Ltd, Shunghuai Technholoyy Investment, Shunghui Bolian
Investment, Propser Idedl Limited uhd Chanygzhou Xinshehy; und

(iii) 10,000,000 shares of the Compuny in considerution for propriety
techholoyy vulued dut Rmb 10,000,000, which wus deftermined
with reference to u vuludtion report prepured by aun
independent uppruiser, beiny trunsferred to the Compuny from
HK Xinsheny Ltd.

The Promoters’ Agreement und the reorgyunization ugreement duted
9 June 2002, which wus entfered intfo between the Compuny and its
then shureholders, pursuunt to which the ugreements provided that
if the net ussets of the Compuny us ut the close of business on 17
June 2001 determined in uccordunce with the accounting principles
and finuncial regulutions applicuble to PRC foreigh investment
entferprises exceed the het usset vulue of the Compuny us ut the
close of business on 31 October 2000, the excess umount shull be
puyuble by the Compuny to Shuguunhy Fauctory and Jomo. As the
net usset value of the Compuny us ut 17 June 2001 exceed the net
ausset vulue of the Compuny us ut 31 October 2000 by upproximately
RmMb 17,602,000 (the “Excess”), the Excess hus been uccounted for us
distributions by the Compuny und puyuble to Shuguunyg Fuctory und
Jomo.
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5.

Earnings per share

(@)

(b)

Busic earnings per share

The culculution of busic eurnings per shure for the three months
ended 30 September 2002 is bused on the profit uttributuble to
shareholders of Rmb2,036,000 (three months ended 30 September
2001: Rmb7,422,000) und the weighted uveruygye number of
683,700,000 ordinury shares (three months ended 30 September 2001:
500,000,000 ordinury shures).

The culculution of busic eurhings per share for the nine months ended
30 September 2002 is bused on the profit uttributuble to shareholders
of RMb 16,240,000 und the weighted uverage number of 563,924,908
ordinary shares.

The culculution of busic eurhings per share for the nine months ended
30 September 2001 is bused on the profit uttributuble to shareholders
of RMb26,044,000 und the weighted uveraye number of 327,692,308
ordinary shares deemed to be in issue for the hine months ended 30
September 2001 on the ussumptions thut the Reorgunisution und the
shure sub-division (note) had been completed on 1 Junhuary 2001.

Diluted earnings per share
Diluted eurnings per share for the hine months ended 30 September

2002 und 2001 ure hot presented becuuse there were no potentiul
dilutive ordinary shares in issue during the period.

Note:

Pursuunt to un upprovul grunted by Chihu Securities Regulatory Commission
onh 26 Februury 2002, the issued shares of the Compuny were sub-divided
from 50,000,000 shures of Rmb1.00 euch into 500,000,000 shares of Rmb0.10
euch.
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Reserves
Enterprise  Statutory  Statutory
Share Capital ~ General Development surplus welfare  Retained
premium feserve reserve feserve fund fund  eamings Total
Rmb'000  Rmb'000  Rmb'000  Rmb’000  Rmb000  Rmb'000  Rmb'000  Rmb’000

At 1 Junyary 2001 - 234 21 502 - - 21,683 2610
Premium on issue of

promoter shares

(see note 4(u) & (b)) 21,750 - - - - - - 21750
Dividend declored

for the yeur ended

31 December 2000 - - - - - - @4412) @412
Cupitalisution us share

cuapifal pursuont fo the

Promoters’ Agresment

(see note 4 (u) & (b)) - (239 (566) (1132 - - (18461 (1739
Distribution of the

Excess (see hote 4

@fo(c)) - - - - - - (17602 (17602
Profit for the period - - - - - - 26,044 26,044
Transfer fiom profit

und loss uccount - - 315 630 - - (945) -
At 30 September 2001 21,750 - - - - - 9,301 31,081
At 1 Junuary 2002 21,750 - - - - - 16,401 38,151
Premium on issue of

H shares 88,808 - - - - - - 88,808
Shure issue expenses (23,418) - - - - - - (23419
Profit for the period - - - - - - 16,240 16,240
Final dividend for

the yeur ended

31 December 2001,

declared on 10

March 2002 - - - - - - (6.600) (6,600
Special dividend

declared on

9 June 2002

(nofe 4) - - - - - - (7.360) (7,360
Transfer from profit und

loss uccount - - - - 1,637 818 (2455) -
At 30 September 2002 87,140 - - - 1,637 818 16,226 105,821

2002 Third Quarterly Report




Changmao Biochemical Engineering Company Limited

Business review

Turhover

The Compuny’s turnover of Rmb69,838,000 for the nine months ended
30 September 2002 represented u 23% decreuse compured to the
corresponding period in 2001. This drop wus muinly due to 55%
decreuse in sules of one of the Compuny’s mujor products, L(+)-tartaric
acid, over the sume period the year before. Murket competition
amony manufucturers of this product hus intensified since mid-2001,
resulting in the gyraduul decreuse of the price of L(+)-tartaric ucid. The
averaye selling price per tfonne hus decreused by upproximately 45%
for the period under review compured to the corresponding period in
2001. Some of the manufucturers of L(+)-tartaric acid has ceused
production in this yeur due to the infense competition. As u result, the
market of L(+)-tartaric ucid has been stubilised recently and the price
has slightly rebounded.

The Compuny has tuken udvuntuge of this opportunity by offering u
competitive price to cupture u larger murket share and thereby
secured some hew orders. The sales volume of L(+)-tartaric acid for
the three months ended 30 September 2002 hus increused by
approximutely 13.5% us compured to the sume period in 2001. In
addition, through continuously improving production technholoyy, the
Compuny hus successfully reduced the averaye production cost per
tonne of L(+)-tartaric ucid by more than 10% compured to the
correspondiny period in 2001. Therefore, L(+)-tarturic ucid remuins a
profituble product even though its market price hus decreused
sighificantly.

Sules of the other three mujor products of the Compuny — L-mulic
acid, DL-mulic ucid und L-uspurtic ucid - which combined for
approximately 65% of tfotal furnover, have increused by upproximately
10% compured to the corresponding period of lust yeuar.

Gross profit margin

The yross profit marygin for the nine months ended 30 September 2002
wdus 40%, similar to the 39% recorded for the sume period in 2001.
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Expenses

Due to the continuous growth of business und production volume, this
yeur the Compuny recruited new stuff und estublished u representutive
office in Hony Kony. Changmuo hus ulso focused on R&D, which led
to increuse in reseurch expenses in 2002. In addition, the Compuny
hus devoted more effort to sules und promotion, by purticiputing in
technicul conference und frade fuirs devoted to relevunt products us
well us visiting customers both overseas and in the PRC. As u result,
selling und udministrative expehse increused by dpproximutely
RmMb3,216,000 compured to the correspondiny period in 2001.

Prospects

New products

In order to benefit from the opportunities thut will be opened up by
the “Restriction Guidelines for the Use of Formuldehyde in Textile
Products” which will become effective on 1 Junuary 2003, Chungmao
launched u new oryunic ucid product, BTCA (butanetetrucurboxylic
acid) in October 2002. With BTCA, fabrics become permanent press
and can retuin their shape, muking the product a perfect substitute
for the fraditionul duruble press finishing ugent that contuins
formaldehyde, which is harmful to humans. The establishment of a
sepurute production line in 2003 for the muss production of BTCA will
be finunced by cush yeneruted from the Compuny’s business
operutions in the umount of upproximately RmMb3 million. Changmao’s
commitment to BTCA development is in line with its business strateyy
of developiny More profituble orgunic ucid products fo creute greuter
returns for shareholders.

In addition, the Compuny will lauhch hew chirdl products, including L-
homo-phenylulunine, L-curnitine, D-mulic ucid und S-3-hydroxy-vy-
butyrolactone, in the fourth yuarter of 2002 und euarly 2003. The
Directors believe that these new products, which are muinly used ds
phurmaceutical intermediuries und food udditives, huve yreat
commerciul poftential und that their entry into the market will result in
handsome retfurns.
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New production line

The Compuny is estublishing u hew production line for fumuric acid,
with an annudl production capucity of 10,000 tonnes. Fumuaric acid is
important because, in addition to beiny ah end product, it cun be
used us u ruw Mmuteridl to derive L-aspuric ucid and L-mualic acid. The
production line will ulso be used to produce crude muleic unhydride,
the principal raw materiul used in the manufacture of certuin
Chunymuo’s products. Upon completion of this new production line,
the Compuny’s production cost will be further reduced with enhanced
product quulity. The production line, origihally scheduled for
completion by the end of 2002, has been delayed due to the greuter-
than-expected time reyuired to obtuin upprovul for construction of
the production premises. The Compuny how expects the fumuaric ucid
production line to be completed by eurly 2003. The Directors believe
that this hew production line will strengythen the profitability and
competitiveness of the Compuny’s products. In purticular, the
Compuny’s murket share of fumuric acid will increuse significantly,
muking Changmuao potentidlly the largest manufacturer of fumuaric
acid in the PRC.

Muarketing and promotion

To extend its murketing activities, the Compuny has expanded its sules
force. During the period under review, the Compuny puarticipated in
trade fairs and visited customers in Frunce, the United Stutes, Hony
Konyg, Australia and the PRC to promote its products. The Compuny is
looking ut possible cooperution opportunity with overseus distributors
with a view to enhancing the effectiveness of ifs sales hetwork. Through
these increused murketing efforts, the Compuny expects thut the sales
volume of L(+)-tartauric acid will increuse in the fourth quurter of this
yedr und the hew products will contfribute to profit in the coming
yeur.

To enhunce further yrowth, the Compuny will continue its effort to
improve and control costs und expenditure, while increusing
productivity und enhuncing product guality, as well us extending its
marketing effort to strengthen the Compuny’s position in the orgunic
acid industry.

2002 Third Quarterly Report

K




P

&

Changmao Biochemical Engineering Company Limited

Dividend
The Directors do hot recommend the pauyment of un interim dividend

for the nine months ended 30 September 2002 (2001: Nil).

Share Options

The Compuny conditionully upproved u share option scheme on 18
June 2001, pursuunt to which the Bourd muy, ut ifs discretion, grant
share option to uny eligible persons, including uny employees of the
Compuny, to subscribe for shares in the Compuny, subject to u
muximum of 10% of the Compuny’s share in issue ut the dute of grant.
The summury of the terms of the shure option scheme hus been set
out in Appendix V of the Prospectus under the section heuded “Shure
option scheme”. However, employees who ure PRC hationuls shall not
be entitled to exercise the option until the current restrictions on PRC
nutionuls from subscribinyg for or dedling in H Shares imposed by the
relevunt PRC law and regulutions have been abolished or removed.
As ut 30 September 2002, no options huve been ygranted by the
Compuny to auny of its employees, Directors or supervisors of the
Compuny.
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Interests of the Directors and supervisors of the Company in the share
capital of the Company and its associated corporations

At 30 September 2002, the interests of the Directors und the supervisors
of the Compuny (us if the reqyuirements upplicuble to directors under
the Securities (Disclosure of Interests) Ordinance ("SDI Ordinunce”)
hus upplied to the supervisors) in the shures of the Compuny (the
“Shares”) und its ussociuted corporutions (within the meuniny of the
SDI Ordihance), us recorded in the regyister maintuined by the
Compuny under Section 29 of the SDI Ordinunce or us hotified to the
Compuny were us follows:

Number of Shares

Corporate Personal Family Other Total
interests interest interests interests interests
Director
Mr. Rui Xin Sheny 137,500,000 - - (Note (u)) 137,500,000
(Note (1))
Ms. Leny Vi Xin (Note (b)) - - - (Note (b))
Mr. Jiung Jun Jie 67,500,000 - - - 67,500,000
(Note (c))
Mr. Zen Xiun Biuo (Note (d)) - - - (Note (d))
Mr. Yu Xigo Piny 66,000,000 - - - 66,000,000
(Note (e))
Mr. Zhu Ldi Fu (Note (f)) - - - (Note ()
Prof. Ouyuny Ping Kui  (Note (y)) - - - (Note (9))
Prof. Yany Sheny Li (Note (h)) - - - (Note (h))
Supervisor
Ms. Zhou Rui Juun (Note (i) - - - (Note ()
Mr. Pun Chun (Note () - - - (Note ()))
Mr. Lu He Xing (Note (k) - - - (Note (k))
Prof. Gu Jiun Xin (Note (1)) - - - (Note ()
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Notes:

(@

(b)

©

()

Amony the 137,500,000 Shures, 135,000,000 Shures ure held by HK Xinsheny
Ltd und the remuining 2,500,000 Shures ure held by Chunygzhou Xinsheny.
The issued shure cupital in HK Xinsheny Ltd comprises 170,000 Cluss “A”
shares of HKS1 euch und 100,000 Cluss “B” shares of HKS1 euch. Mr. Rui is
the reyistered holder und beneficiul owner of 96,500 Cluss “A” shures. He
is ulso the reyistered holder of 53,000 Cluss “B” shures und holds such
shares us trustee in respect of u discretionary trust for the group of persons
who mude contribution to the Compuny or who from time to tfime muke
contribution to the Compuny. Mr. Rui is the reyistered holder und beneficidl
owher of 70% of the reyistered cupitul of Chunygzhou Xinshehy. Ms. Leny,
a Director und the spouse of Mr. Rui, is ulso interested in HK Xinsheny Ltd
und Chunhyzhou Xihshenhy, detuils of which dare set out in Note (b) below.

Ms. Leny is the reyistered holder und beneficiul owner of 73,500 Cluss “"A”
shares of HKS1 euch in HK Xinsheny Ltd, which is the reyistered holder und
beneficiul owner of 135,000,000 Shures. The issued shure cupital in HK
Xinsheny Ltd comprises 170,000 Cluss “A” shures of HK$1 euch und 100,000
Cluss “B” shures of HKS1 euch. Ms. Leny is the reyistered holder and
beneficiul owher of 30% of the reyistered cupital of Chanygzhou Xinsheny,
which is the reyistered holder und beneficiul owner of 2,500,000 Shures.
Mr. Rui, u Director und the spouse of Ms. Leny, is ulso inferested in HK
Xinsheny Ltd and Chunyzhou Xihshehy, detuils of which are set out in
Note (u) ubove.

Mr. Jiunyg is the reyistered holder und beneficial owner of 2,600,000 shures
of HK$0.01 euch in HK Biochem Ltd, which is the reyistered holder und
beneficiul owner of 67,500,000 Shures. The total humber of issued shares in
HK Biochem Ltd is 6,750,000 shares of HK$0.01 euch. Mr. Jiuny is ulso the
registered holder und beneficiul owner of 15,000 Cluss “B” shares of HKS1
euch in HK Xinsheny Ltd, which is the reyistered holder and beneficiul
owher of 135,000,000 Shures. The issued share cupital in HK Xinsheny Ltd
comprises 170,000 Cluss “A” shures of HK$1 euch und 100,000 Cluss “B”
shares of HKS1 euch.

Mr. Zeny is the reyistered holder und beneficiul ownher of 880,000 shures of
HKS$0.01 euch in HK Biochem Ltd, which is the reyistered holder and
beneficiul owner of 67,500,000 Shures. The total humber of issued shares in
HK Biochem Ltd is 6,750,000 shares of HKS0.01 euch. Mr. Zeny is ulso the
registered holder und beneficiul owner of 2,000 Cluss “B” shares of HKS1
euch in HK Xinsheny Ltd, which is the reyistered holder and beneficiul
owher of 135,000,000 Shures. The issued share cupitdl in HK Xinsheny Ltd
comprises 170,000 Cluss “A” shures of HKS$1 euch und 100,000 Cluss “B”
shares of HKS1 euch.
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()]

®

(9

(h)

®

®

k)

0]

Mr. Yu und his wife (who is hot u Director) tuken toyether ure interested in
the entire issued cupitul of Jomo which is the reyistered holder und
beneficiul ownher of 66,000,000 Shures.

Mr. Zhu is the reyistered holder und beneficiul owner of 250,000 shures of
HK$0.01 euch in HK Biochem Ltd, which is the reyistered holder and
beneficiul owner of 67,500,000 Shures. The totul humber of issued shares in
HK Biochem Ltd is 6,750,000 shures of HK$0.01 euch.

Prof. Ouyuny is the reyistered holder und beneficiul owner of 4,000 Cluss
“B” shures of HKS1 euch in HK Xinsheny Ltd, which is the reygistered holder
and beneficiul owner of 135,000,000 Shares. The issued shure cupital in HK
Xinsheny Ltd comprises 170,000 Cluss “A” shures of HK$1 euch und 100,000
Cluss “B” shures of HK$1 euch.

Prof. Yuny is the reyistered holder und beneficiul owner of 2,000 Cluss “B”
shares of HKS1 euch in HK Xinsheny Ltd, which is the reyistered holder aund
beneficiul owner of 135,000,000 Shures. The issued shure cupital in HK
Xinsheny Ltd comprises 170,000 Cluss “A” shures of HKS1 euch und 100,000
Cluss “B” shures of HK$1 euch.

Ms. Zhou is the reyistered holder und beneficiul owher of 220,000 shures of
HK$0.01 euch in HK Biochem Ltd, which is the reyistered holder and
beneficiul owner of 67,500,000 Shures. The totul humber of issued shares in
HK Biochem Ltd is 6,750,000 shures of HK$0.01 euch.

Mr. Pun is the reyistered holder und beneficiul owner of 2,000 Cluss “B”
shares of HKS1 euch in HK Xinsheny Ltd, which is the reyistered holder aund
beneficiul owner of 135,000,000 Shures. The issued shure cupital in HK
Xinsheny Ltd comprises 170,000 Cluss “A” shaures of HKS$1 euch und 100,000
Cluss “B” shures of HKS1 euch. He is ulso the reyistered holder und
beneficiul owner of 200,000 shures of HK$0.01 euch in HK Biochem Ltd,
which is the reyistered holder und beneficiul owner of 67,500,000 Shures.
The totdl number of issued shures in HK Biochem Ltd is 6,750,000 shares of
HK$0.01 euch.

Mr. Lu is the reyistered holder und beneficiul owner of 220,000 shures of
HKS$0.01 euch in HK Biochem Ltd, which is the reyistered holder and
beneficial owner of 67,500,000 Shures. The totul humber of issued shares in
HK Biochem Ltd is 6,750,000 shures of HK$0.01 euch.

Prof. Gu Jiun Xin is the reyistered holder und beneficiul owner of 2,000
Cluss “B” shares of HKS1 euch in HK Xinsheny Ltd, which is the reyistered
holder und beneficiul owner of 135,000,000 Shures. The issued shure cupitul
in HK Xinsheny Ltd comprises 170,000 Cluss “A” shures of HK$1 euch und
100,000 Cluss “B” shures of HK$1 euch.
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Other than the share option scheme described ubove, ut no time
during the period wus the Compuny or uny of its holding compunies
a purty to uny urrangement to enuble the Directors or supervisors of
the Compuny or uny of their spouses or children under eighteen yeuars
of uye to ucqyuire benefits by meauns of the acquisition of shares in or
debentures of the Compuny or uny other body corporaute.

Substantial interest in the share capital of the Company

The Compuny hus been notified of the followinyg interest in the
Compuny’s issued shares us ut 30 September 2002 umounting fo 10%
or more of the Shares in issue:

Number of Percentage of
Shareholder Shares shareholdings
(Note (b))
Chanygzhou Shuguuny
Chemicul Fuctory
(F N AL TRR) 154,000,000 22.5%
Honyg Konyg Xinsheny Pioneer
Investment Compuny Limited 135,000,000 19.7%
Mr. Rui Xin Sheny (Note (u)) 137,500,000 20.1%
Notes:

(u) Pleuse refer to hote (u) under the puragraph heuded “Infterest of the
Directors und supervisors of the Compuny in the shure cuapitul of the
Compuny und ifs ussociuted corporutions” for detuils of Mr. Rui Xin Sheny’s
interest in the share cupital of the Compuny.

(b) Bused oh u totul of 683,700,000 shures of the Compuny in issue. Pleuse
dlso refer to the puruygruph heuded “Shure cupitul structure” below.

Directors’ interest in competing business

None of the Directors, supervisors or munagement shareholders of the
Compuny (us defined in the GEM Listing Rules) has un interest in u
business which competes with the business of the Compuny.
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Purchase, sale or redemption of listed securities of the Company

The H Shures of the Compuny commenced frading on the GEM on 28
June 2002. Subseyuent to the listing of the H shares on the GEM, the
Compuny hus nhot purchused, sold or redeemed uny of its listed
securities during the nine months ended 30 September 2002.

Share capital structure
As ut 30 September 2002, the cutegory of the issued shares of the

Compuny is us follows:

No. of Shares

H Shares (hote (u)) 183,700,000
Domestic Shares (hote (b)) 219,000,000
Promoter Foreign Shares (hote (c)) 281,000,000

683,700,000

Notes:

(u) Overseus listed foreignh shares in the cupitul of the Compuny, with u
Renminbi-denominuted pur vulue of RMb0.10 euch, which wus credited
as fully puid up in u currency other thun Reminbi und dare fraded in Hony
Kony dollurs und listed on GEM.

(b) Ordinury shares in the cupitul of the Compuny, with g Renminbi-
denominuted pur vulue of RMb0.10 euch, which wus credited us fully
puid up in Renminbi und issued to the promoters of the Compuny.

(c) Ordinury shares in the cupitul of the Compuny, with g Renminbi-
denominuted pur vulue of RMP0.10 euch, which wus credited us fully
puid up in u currency other than Renminbi und issued fo the promoters of
the Compuny.

2002 Third Quarterly Report

47\
\ Y 4




P

&

Changmao Biochemical Engineering Company Limited

Although theZ|F 4 £ A B E IR L KK (the Mundutory Provisions of
the Arficles of Associution of Compuhies Seekiny u Listing Outside the
PRC) promulguted on 27 August 1994 by the Securities Commission of
the State Council of the PRC und the Stute Commission for
Restructuring the Econhomic System of the PRC provide for the
definitions of *domestic shares”, “foreigh shares” und “oversedus listed
foreigh shares” (which definitions have been udopted in the Articles
of Associution of the Compuny), the rights uttuched to Promoter
Foreign Shures (which dre subject to certuin restrictions on frunsfer
and muy become H Shares upoh obtuining the reyuisite approvuls
from, amony other bodies, the China Securities Regulatory Commission
and the Stock Exchunge) huve hot yet been expressly dedlt with under
the existing PRC luws or reyulutions. However, the creution by the
Compuny und the subsistence of the Promoter Foreign Shures do hot
contravene uny PRC laws or regulations.

At present, there are no upplicuble PRC laws und regulations governing
the rights attached to the Promoter Foreigh Shares. Jingtian &
Gohycheny, the legul adviser to the Company us fo PRC Law, have
advised the Compuny that until hew laws or regulations are intfroduced
in this respect, holders of Promoter Foreigh Shares shall have the sume
rights und obligutions as those of the holders of Domestic Shares (in
particular, in respect of the right to attend and vote in the generul
meetings and class meetings and to receive notice of such meetings
in the sume munner upplicuble to holders of Domestic Shures), except
that holders of Promoter Foreign Shares shall enjoy the followiny rights:

(u) fto receive dividends declared by the Compuny in foreigh
currencies;

(b) inthe event of the winding up of the Compuny, fo puarticipate in
the distribution of surplus ussets (if uny) of the Company in foreigh
currencies und transfer such ussets out of PRC, subject however
to the dpplicuble foreign exchange control regyulations;
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(c) disputes between holders of Domestic Shures und Promoter
Foreign Shures muy upon ugreement between them may be
resolved by way of arbifration und in cuse ho such agreement is
reached, uny of the disputing parties could submit the dispute to
the courts with competent jurisdiction for determination. These
methods of dispute resolution upply equally tfo disputes between
holders of Promoter Foreigh Shares and overseus listed foreign
shares; and

(d) upon dll necessury upprovuls from the relevant regulutory
authorities in the PRC und the Stock Exchunge beiny obtdined,
the Promoter Foreigh Shures may be converted intfo overseus listed
foreigh shures und shuall thereufter curry the sume rights and
obligations uttachiny to overseus listed foreignh shares.

Compliance with the board practices and procedures of the GEM
Listing Rules

The Compuny has complied with the board practices und procedures
as set out in rules 5.28 to 5.39 of the GEM Listing Rules at any time
duriny the nine months ended 30 September 2002.

Sponsor’s Interest

As at 30 September 2002, Propser Ideul Limited, un ussociate of the
Compuny’s sponsor, Tui Fook Cupitul Limited (“Tui Fook”), held
12,500,000 Promoters Foreigh Shares of the Compuny.

Pursuant to the ugreement dated 18 June 2002 entered intfo between
the Compuny und Tui Fook, Tui Fook is entitled to receive u fee for
acting as the retained sponsor of the Compuany for the period from 28
June 2002 to 31 December 2004.

Save us disclosed ubove, Tui Fook (includiny its directors und

employees) und its aussociautes, do hot have uny interest in the
Compuny us ut 30 September 2002.
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Audit Committee

The Compuny hus estublished un uudit committee in June 2002 with
writften terms of reference bused on the yuidelines recommended by
the Hony Konhy Society of Accountunts. The audit committee comprises
two independent hon-executive directors, hamely, Prof. Ouyuny Piny
Kdi und Prof. Yany Sheng Li.

The primary duties of the audit committee ure to review the Compuny’s
annhudl report and uccounts, half yeur reports and qguarterly reports
and to provide udvice unhd comments thereon to the bourd of
directors.

The uudit committee has reviewed with munuygement the uccounting
principles aund practices udopted by the Compuny und discussed
infernal controls and financiul reporting mutters including a review of
the unuudited third quarterly results for the nine months ended 30
September 2002 with the Directors.

By order of the Broud
Rui Xin Sheng

Chuirman

The PRC, 11 November 2002
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