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CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (“GEM”) OF THE STOCK EXCHANGE OF HONG KONG
LIMITED (THE “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 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
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 at www.hkgem.com
in order to obtain up-to-date information on GEM-listed issuers.

The Exchange takes no responsibility for the contents of this report, makes no representation as to its accuracy or completeness
and expressly disclaims any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part
of the contents of this report.

This report, for which the directors of Shine Software (Holdings) Limited collectively and individually accept responsibility,
includes particulars given in compliance with the Rules Governing the Listing of Securities on the Growth Enterprise Market of
the Exchange for the purpose of giving information with regard to Shine Software (Holdings) Limited. The directors, having
made all reasonable enquiries, confirm that, to the best of their knowledge and belief.- (1) the information contained in this
report is accurate and complete in all material respects and not misleading; (2) there are no other matters the omission of
which would make any statement in this report misleading; and (3) all opinions expressed in this report have been arrived at
after due and careful consideration and are founded on bases and assumptions that are fair and reasonable.
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HIGHLIGHTS

° Turnover of the Group for the quarter (the
“Quarterly Period”) and six-month (the
“Interim Period”) ended 30th June 2004 were
approximately RMB4,700,000 and
RMB?7,700,000 respectively, representing an
increase and decrease of approximately 83%
and 19% respectively as compared to
corresponding periods in the previous
financial year.

o The Group realised a profit attributable
to shareholders of approximately
RMB1,700,000 for the Quarterly Period.

o Earnings per share of the Group was
approximately RMBO0.35 cents for the
Quarterly Period.

o The Board does not recommend the payment
of any dividend for the Quarterly Period.
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UNAUDITED RESULTS FOR THE QUARTER AND
SIX-MONTH ENDED 30TH JUNE 2004

The board of directors (the “Board”) of Shine Software
(Holdings) Limited (the “Company”) announces the
unaudited consolidated results of the Company and
its subsidiaries (collectively the “Group”) for the
Quarterly Period and Interim Period, together with
the unaudited comparative figures for the
corresponding period in 2003, respectively as
follows:—

(Unless otherwise stated, all financial figures
presented in this interim financial report are
denominated in Renminbi (“RMB”) thousand dollars)
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Quarterly Period Interim Period
rEE iNGap
2004 2003 2004 2003
“EIME CZBE=F CZZIMEFE C-BR=F
Notes  (unaudited) (unaudited) (unaudited) (unaudited)
W (REER) (REER) (REEK) (REER)
Turnover BEH 2 4,711 2,573 7,746 9,558
Cost of sales HERAK (736) (685) (2,383) (4,190)
Gross profit ES] 3,975 1,888 5,363 5,368
Other revenue Hib s 2 697 328 982 906
Distribution costs AERA (594) (677) (1,177) (1,319)
General and administrative ~ — & RITEGI X
expenses (2,419) (1,476) (4,752) (3,376)
1,659 63 416 1,679
Net interest income FERAFE 5 16 88 43
Profit from ordinary ﬁﬁ}iﬁu BRER
activities before tax gl 3 1,644 79 504 1,622
Income Tax FriEHE 4 - - - -
Profit from ordinary BRABEER
activities after taxation gl 1,644 79 504 1,622
Minority interests DHRRER 14 (15) 57 (12)
Profit attributable R LR
to shareholders 1,678 64 561 1,610
Dividends attributable Bk e
to the period 5 - - - -
RMB (cents) | RMB (cents) | RMB (cents) | RMB (cents)
ARE (D) | AR (2) | ARB(2) | AR¥ (D)
Earnings per share gREF
- basic -&K 6 0.35 0.02 0.12 0.45
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CONDENSED CONSOLIDATED BALANCE SHEET FBHGAEEEER
30th June 31st December
2004 2003
“EENE “EEZ=F
~A=+H +ZA=+-H
Notes (unaudited) (audited)
i (REER) (BER)
Non-current assets IRBEE
Fixed assets TEE 7 3,729 4,018
Intangible assets EMEE 11,513 8,797
Goodwill S (575) (597)
Deferred tax assets EERBEE 190 563
14,857 12,781
Current assets RBEE
Investments K& - 163
Inventories FE 66 76
Trade and other receivables JEURR T R
H I 3B 8 8,937 2,066
Tax recoverable BEEEAE] 267 986
Fixed deposits TEHER - 12,000
Cash and cash equivalents BeRREEY 29,578 28,205
....38848 | 43496
Current liabilities RBEE
Trade and other payables ERERR
H{ty e 5B 9 3,982 4,537
Deferred income ERMA 779 779
Income tax payable EHMER - 161
I N R 5477
Net current assets RBEEFE 34,087 38,019
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30th June 31st December
2004 2003
“ZEME —EE=F
~A=tH +=ZA=+-H
Notes (unaudited) (audited)
it & (RBER) (BER)
Total assets less current liabilities BEERRDEE 48,944 50,800
Non-current liabilities kRBEE
Deferred tax liabilities EERBARE (948) (1,320)
Minority interests LEREES (149) (488)
NET ASSETS EERE 47,847 48,992
CAPITAL AND RESERVES EERRHE
Share capital R A 10 5,014 5,014
Reserves & 11 42,833 43,978
47,847 48,992
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UNAUDITED CONDENSED CONSOLIDATED #ZEBREHSEAELHERR

STATEMENT OF CASH FLOWS

For the six-months
ended 30th June
BEZAA=1+HLXAER

2004 2003
g QS ZEE=F
(unaudited) (unaudited)
(REER) (REERZ)
CASH (OUTFLOW)/INFLOW FROM REEBELENBLRE
OPERATING ACTIVITIES (5,814) 721
CASH (OUTFLOW) FROM INVESTING REZHELANBEESRE
ACTIVITIES (3,182) (1,996)
CASH (OUTFLOW) FROM FINANCING BEZHELANBERE
ACTIVITIES (1,631) (7,129)
NET DECREASE IN CASH AND BANK BERBOEBHD FE
BALANCES (10,625) (8,404)
CASH AND BANK BALANCES R-A-BHEELR
AT 1ST JANUARY BITH 40,205 18,744
CASH AND BANK BALANCES RAA=Z+THENESR
AT 30TH JUNE BT 29,578 10,340
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UNAUDITED STATEMENT OF CHANGES IN REBREEEZEHR
CONSOLIDATED EQUITY
2003
-§5:F
General ~ Common
Issued Reserve Welfare
Share Share Merger Fund  Reserve  Retained
Capital | Premium  Reserve  —REfE EE Profit Total
BRARE | RHRE AfERE B¢ DMt REEA &3t
As at 1st January ®-A-B 8 - (2,340) 2,136 1,038 5,897 6,731
Net profit for the period AR EE 7 - - - - - 1,610 1610
As at 30th June RiAZTH 8 - (2,340) 2,136 1,038 7,507 8,341
2004
2E0E
General ~ Common
Issued Reserve Welfare
Share Share Merger Fund  Reserve  Retained
Capital | Premium  Reserve  —REfE EE Profit Total
(Unaudited) (%828 BRARE | RHRE AERE 5 288 REEH &3t
As at 1st January ®-A-H 5,014 36,550 (2,351) 2,153 1,046 6,580 43978
Net profit for the period R EH 47 - - - - - 561 561
Dividend paid in respect of XftBAEERS
previous year - (1,706) - - - - (1,706
As at 30th June RiAZTH 5,014 34,844 (2,351) 2,153 1,046 7141 42,833
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NOTES:

1.

Basics of Presentation

The unaudited consolidated results of the Group have
been prepared on historical cost convention and are,
in all material aspects, in compliance with Statements
of Standards Accounting Practice (the “SSAP”) issued
by the Hong Kong Society of Accountants, accounting
principles generally accepted in Hong Kong, the
disclosure requirements of the Hong Kong Companies
Ordinance and the Rules Governing the Listing of
Securities on GEM (the “GEM Listing Rules”).

The principal accounting policies and methods of
computation adopted for the preparation of the
financial statements are consistent with those adopted
by the Group as reflected in its latest annual report.
These financial statements also comply with the
applicable disclosure provisions of the GEM Listing
Rules.

The Group principally operates in the People’s
Republic of China (the “PRC”) with its business
activities principally transacted in RMB, the results of
the Group are therefore prepared in RMB.

The unaudited consolidated results of the Group have
been reviewed by the audit committee of the
Company.

Turnover and Other Revenue

The Company is an investment holding company and
its subsidiaries established in the PRC are principally
engaged in the development and distribution of
securities related software and provision of related
information technology services in the PRC.

Turnover represents the net invoiced value of goods
supplied and services provided to the customers,
which excludes value added and business taxes and
is after deduction of any goods returns and trade
discounted.
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An analysis of the Group’s unaudited turnover and

other revenue is as follows:

AEERBERZEERRAMPED I

mT:

Quarterly Period

Interim Period

xEE Nl
2004 2003 2004 2003
ZBEME CZBB=F CBEMF -EI=F
(unaudited) (unaudited) (unaudited) (unaudited)
(REER) (CREER)  (REER)  (REER)
Turnover EEE
Sales of software HEE 2,457 1,224 4,134 5,032
Sales of hardware BHHEE 489 94 676 2,334
Maintenance and BEREMRBERA
other services fees 1,765 1,255 2,936 2,192
4711 2,573 7,746 9,558
Other revenue Hin iz
Value added tax refunds BERER 401 248 686 826
Others Hft 296 80 296 80
697 328 982 906
Profit from Ordinary Activities Before Tax 3. BRBAI B EEEER

Profit from ordinary activities before tax was arrived
at after charging and (crediting):

BT A BEBENEHATIRE:

Quarterly Period

Interim Period

xEE A
2004 2003 2004 2003
“BEME -BE=F C-BBMF C-EB=F
(unaudited) (unaudited) (unaudited) (unaudited)
(REER) (REBKR) (REER) (REER)
Cost of inventories sold and EHNFERRE
services rendered R zKA 736 685 2,383 4,190
| Depreciation e 252 327 495 629
I Less: Amount capitalised as HBEREZ
I developments costs HER K (110) (84) (202) (167)
. 142 243 293 462
Amortization of intangible asset ~~ #HEVEE 134 134 268 268
Amortization of goodwill BEEE (31) () (62) -
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4. Income Tax 4.  FEHE

(a)  Hong Kong profits tax (a) BEFEH

No provision for Hong Kong profits tax has
been made as the Group did not derived any
income subject to Hong Kong profits tax during
the Quarterly Period.

PRC enterprise income tax

Fujian Shine Science Company Limited (“Fujian
Shine Science”), which is a subsidiary of the
Company and obtained a certificate of “Hi-Tech
Enterprise” on 21st June 1999, is subject to
PRC enterprise income tax at a preferential rate
of 15% and is exempted from PRC enterprise
income tax for the two years starting from its
first profit-making year, and is entitled to a 50%
relief on PRC enterprise income tax for the
subsequent three years.

Fujian Shine Science became profitable after
offsetting prior years’ losses in the year ended
31st December 1999 and accordingly, was
exempted from PRC enterprise income tax for
the years ended 31st December 1999 and
2000 and was subject to PRC enterprise
income tax at a rate of 7.5% for the years
ended 31st December 2001 and 2002. On 26th
February 2003, PRC tax authority approved
that, pursuant to the relevant Income Tax Law
of the PRC for Foreign Investment Enterprise,
Fujian Shine Science is further exempted form
PRC enterprise income tax for the two years
starting from its first profit-making year after
Fujian Shine Science became a wholly foreign-
owned enterprise in July 2002, and is entitled
to a 50% relief on PRC enterprise income tax
for the subsequent three years. Accordingly,
no provision for PRC enterprise income tax has
been made for the six-month ended 30th June
2004.

Shanghai Shine Science Company Limited
(“Shanghai Shine Science”), which is a
subsidiary of the Company and operating in
Pudong, Shanghai, PRC is subject to PRC
enterprise income tax, before any relief or
concession, at a rate of 15%. Shanghai Shine
Science, which obtained a certificate of
“Software Enterprise” on 10th April 2002, is
exempted from PRC enterprise income tax for
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the two years starting from its first profit-making
year, and is entitled to a 50% relief on PRC
enterprise income tax for the subsequent three
years. Accordingly, no provision for PRC
enterprise income tax has been made for the
year ended 31st December 2002 and Shanghai
Shine Science was subject to PRC enterprise
income tax at a rate of 7.5% for the year ended
31st December 2003. No provision for PRC
enterprise income tax has been made for as
Shaughai Shine Science has no estimated
assessable profits for the six-month ended 30th
June 2004.

Pursuant to the relevant PRC laws and
regulation applicable to the new established
enterprise, Fuzhou Xinyi Xinwangluo Network
Company Limited (“Xinwangluo”), a subsidiary
of the Company, is exempted from PRC
enterprise income tax for its first profit-making
year, and thereafter it is subject to PRC
enterprise income tax at a rate of 33%.
Xinwangluo became profitable after offsetting
prior year losses in the year ended 31st
December 2001 and accordingly, was
exempted from PRC enterprise income tax for
the year ended 31st December 2001.
Xinwangluo was subject to PRC enterprise
income tax at a rate of 33% for the year ended
31st December 2002. No provision for PRC
enterprise income tax has been made as
Xinwangluo has no estimated assessable profits
for the six-month ended 30th June 2004.

No provision for PRC enterprise income tax
has been made in the financial statements of
Shanghai Xingyishi Management Consulting
Company Limited (“Shanghai Xingyishi”), a
subsidiary of the Company, as Shanghai
Xingyishi has no estimated assessable profits
for the six-month ended 30th June 2004.

There was no significant unprovided deferred taxation
for the Quarterly Period and Interim Period.

Dividend 5.

(a) The Board does not recommend payment of
any interim dividend for the Interim Period (six-
month ended 30th June 2003: nil).

(b) Final dividend of HK$0.34 cents per Share for
the year ended 31st December 2003 were
declared, approved and paid by the Company
during the Interim Period.
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Earnings Per Share 6. BREFN
The calculation of basic earnings per share for the AEFRATHZGRERBF IR T
Quarterly Period and Interim Period were based on CAREEZEENE:

the respective unaudited data as follows:

Quarterly Period Interim Period
rEE A
2004 2003 2004 2003
“EEMFE  C-EEZF  CZEEIME  CZBBZF
(unaudited) (unaudited) (unaudited) (unaudited)
(RBEHR) (REER) (REER)  (REER)

Profits attributable R 5 P 1 ik
to shareholders 1,678 64 561 1,610
Shares ('000) | Shares ('000) |Shares ('000) | Shares ('000)
R & (000) 1% #1000 1% #(000) 1% #(000)
(Remark) (Remark)
(z) ()
Weighted average number of RUHEERER
ordinary share for the purposes B mETH
of calculating basic earnings ERRREH
per share 473,000 354,750 473,000 354,750
(1) Remark (1) &#F
Being the weighted average number of ordinary 7%)3”\5 RARBERMBLRE =
shares in issue during the quarter and EE_FLtATNBFTLZA#
six-month ended 30th June 2003 prior to the BREEGZ LRTRRER UK
initial public offer but after the conversion of AR BRI REE WHRFBEWR
convertible notes into shares pursuant to the MR-ZZEE=F—-A—BEBE
convertible notes agreement dated 19th July ZHZE —FXA=tTHLE
2002 and the capitalisation issue as if the EERAEACHTERBRME
shares had been issued since 1st January Fi9E
2003.
No dilutive earnings per share was presented because HREZ-_ZTENFR-FT=F1A
there were no dilutive potential ordinary shares in ZtRLEFERAEABEANLTFE
existence during the quarters and six-months ended EMABERR 2 ETLRR Kt E
30th June 2004 and 2003 respectively. 2 ERBEERA -
Additions to property, plant and equipment 7. HREBEVE - BERRE
During the Interim Period, the Group invested E€$¢Bﬁ AEBFEH AR 206,000
approximately RMB206,000 (2003: RMB496,000) on T (ZZT=F: AR¥496,0007T) i
the acquisition of property, plant and equipment. ME-BERZE

11
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Trade and other receivable 8. FEWEZRIKHEfEKKE
The Group’s trade receivable relates to sales of goods RAEENREKESERRBEESER T
to third party customers. The Group performs ongoing EREPEB-AEEHEERPE EM%HK/R
credit evaluations of its customers’ financial condition REETEETG U —RTERERE
and generally does not require collateral on trade AR E R A -
receivable.
The Group’s trade and other receivables are as R 2 R AR AR A FE M AR TR 2 2R
follows: Ul
30th June 31st December
2004 2003
—EZMEF “EE=F
AAZTH +ZA=Z+-H
(unaudited) (audited)
(REER) (BER)
Trade receivable (gross) el iR (%) 5,121 2,216
Provision for doubtful accounts RERE (1,008) (1,003)
Trade receivable, net YRR F8) 4,118 1,213
Rental and other deposits e REA ;z% 309 298
Prepayments and other receivable BNFEREMERE 4,510 555
8,937 2,066
The aging analysis of gross trade receivable is as FRERGENRRITOT:
follows:
30th June 31st December
2004 2003
—EEME ZBE=fF
AAZTH +=A=t+-8
(unaudited) (audited)
(REEHK) (BER)
Within 3 months RZBEAR 2,822 924
Over 3 months but within 6 months BB=BAERA EAR 1,142 160
Over 6 months BBANER 1,157 1,132
5121 2,216

12
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9. ENRRREMENKE

30th June 31st December

2004 2003

—EEME —B3=F

AA=ZTH +ZA=t-H

(unaudited) (audited)

(REER) (B&%)

Trade payables BRER 260 268
Deposits received from customers mEFRREE 1,317 1,825
Employees welfare payable ENHEIRH 441 901
Accrued expenses and other payable AT REMERTE 1,560 1,207
Other tax payables HEtEYHE 330 246
Dividend payable FERRE 74 -
3,982 4,537

Included in trade and other payables are trade payable

T A BB BR 30 % L A R SO 2 R BR R

with the following ageing analysis: RERAMMT:
30th June 31st December
2004 2003
—EEIME —EEZF
AA=tR  toAZt-8
(unaudited) (audited)
(REER) (BER)
Within 3 months R=EAR 132 -
Over 3 months but within 6 months BE=EAERAEAR 40 -
Over 6 months BiBAEA 88 268
260 268

13
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Share capital 10. R=&
30th June 2004 31st December 2003
—BEME “EE=F
~A=tAH +=A=+-A8
(unaudited) (audited)
(REER) (BER)
Total Total
Number of nominal Number of nominal
shares value shares value
RAEEE BEE RHEEE BEE
'000 RMB’000 '000 RMB’000
TR AR®TR TR AR®TR
Authorized ETE 5,000,000 53,000 5,000,000 53,000
Issued and fully paid BEARER
Ordinary shares of HK$0.01 each ~ BREEE%0.017
& B 473,000 5,014 473,000 5,014
Movements in Reserves 1. RELD
2004 2003
“EEQE -8%=f
General ~ Common
Share Merger ~ Reserve  Welfare  Retained
Premium  Reserve Fund  Reserve Profit Total Total
(Unaudited) (REEH) ROEE AHRE -REREL EEdEe  REEA @it @
As at 1st January ®-A-H 36,550 (2,351) 2,153 1,046 6,580 43,978 6,731
Net profit/loss) for the period ~ AZE&H / (B8) - - - - 561 561 1610
Dividend paid in respect of TRBAEERS
previous year (1,706 - - - - (1,706 -
As at 30th June RARZtHA 34,844 (2,351) 2,153 1,046 7,141 42,833 8,341

For nature and details of reserves, please refer to
note 30(a) of the financial statements as included in
the Company’s annual report for the financial year
ended 31st December 2003.
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Segment information

(@)

Business segments

For management purposes, the Group is
currently organised into four operating divisions,
namely, software sales, hardware sales and
provision for maintenance and other services.
These divisions are the basis on which the
Group reports its primary segment information.

(0

Segment information about these
businesses for the six-month ended 30th A

June 2004 is presented below:

Income statement

LON: £

A
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12. 2BER
(@) EBIWP

AREETEZBN SEREMM
EE (ESBPIMEAK — B SHE B
HE #ETRERAMRE UM
i?ﬂﬁ%ﬁﬁ%i&ZI%’ﬁﬁEﬁ

) ZEXBHE_TTWFER
STZAMERNT:

Provision for

maintenance

and other

Software Hardware services
sales sales ## R Consolidated
BHHE BHHE HAB R GE

(unaudited) (unaudited) (unaudited) (unaudited)

(REER) (REER) (REER) (REER)

Turnover
Segment result

Unallocated corporate
revenue

Unallocated corporate
expenses

Net interest income

Profit before taxation
Taxation

Net profit before
minority interest

15

4,134 676 2,936 7,746

1,162 78 338 1,678

296

(1,458)
88

504

504

Ny
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(i)

Geographicals segments

Segment information about these
businesses for the six-month ended 30th
June 2003 is presented below:

Income statement

LON:E.3

(i) ZEEBHE-TZT=FRX
A=tz BE2RET

Provision for
maintenance

and other
Software Hardware services
sales sales ## % Consolidated
HRHE FRHEE Hit R &E
(unaudited) (unaudited) (unaudited) (unaudited)
(REER) (REER) (REBKR) (REER)
Turnover EE L 5,032 2,334 2,192 9,558
Segment result NEEE 1,285 213 200 1,698
Unallocated corporate & /B b £ Un 3
revenue 80
Unallocated corporate R AR AEMT
expenses (199)
Net interest income FREMA 43
Profit before taxation B Bt A4 A 1,622
Taxation BE -
Net profit before Y b
minority interests A% & 7 1,622
No business segment information for the HRMBEEREBEYHRE

assets, liabilities, capital contributions,
depreciation and other non-cash
expenses of the Group is shown as all
the assets and liabilities are shared by
the business segments and cannot be

separately allocated.

No geographical segments information of the
Group is shown as the operating business of
the Group is solely carried out in the PRC and
the Group’s assets are substantially located in
the PRC.
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Charges on group assets 13. KEEEEMEAER
As at 30th June 2004, none of the Group’s assets %ziﬁf\_ LT EEF/\H + B $’§ R
was pledged as security for any of its liabilities (2003:
nil).
Commitments 14. &g
At 30th June 2004, the total future minimum lease RIZFEMERNA=Z+H RELEAD
payments under operating leases are payable as ERzBBRERERELBNT:
follows:
30th June 31st December
2004 2003
—EEME —B3=F
AA=ZTH +ZA=t-H
(unaudited) (audited)
(RBER) (BER)
Within 1 year 15/ 950 950
After 1 year but within 5 years 1FESFR 131 606
1,081 1,556
The Group leases a number of properties under AEEREERNEEETWE- AL —
operating leases. The leases typically run for an initial MZEVEBA—ZNFEIE AREN
period of one to four years, with an option to renew EEMEGRREER - HERE-—RESE
the lease when all terms are renegotiated. Lease FRE URERTSHES - WEBLOMEE
payments are usually increased annually to reflect s AR
market rentals. None of the leases includes contingent
rentals.
The Group did not have any other significant capital AEER_TENFAA=TAHELEM
expenditure and commitment as at 30th June 2004. HthERMERME ST RAE-.
Contingent Liabilities 15. HAMEE

As at 30th June 2004, the Group did not have any
material unprovided contingent liabilities.

17
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BUSINESS REVIEW AND OUTLOOK

Recently, the securities industry in China has been
in doldrums and overall the industry was making
operating losses. In this connection, more than ten
of the thirty over domestic participating securities
companies (of the national inter-bank market in China)
were operating under financial losses (as revealed in
their unaudited financial statements for the first six
months of the financial year). There were mild
recoveries in the first quarter of this year when
securities transactions have seen increased volumes
and the market sentiment was further promoted by
the improved investment interests triggered off by
the initial introduction of the Small & Medium
Enterprise Board of the Shenzhen Stock Exchange.
Notwithstanding these, in general, the securities
industry in China still has to face tough operating
environment and is currently undergoing its
consolidating period.

Consequently, the Group recorded a consolidated
turnover of approximately RMB7,700,000 in the
Interim Period, representing a drop of 19% over the
corresponding period last year. Notwithstanding the
aforesaid, the Group has strengthened its marketing
efforts in the current quarter and has secured certain
sizeable sales orders which have been implemented
and delivered in the current quarter. Accordingly, total
sales in the current quarter have increased by more
than 83% over the same period last year.

We expect the operating environment will still be
extremely challenging in the second half of the Year.
Furthermore, other factors such as the prevailing
macro-economic austerity policies promulgated by
the Central Administration will still impose an
unfavourble impact and uncertainty on the domestic
securities and information technology industries. In
spite of all these, with the Group’s well established
reputation in the industry, coupled with the Group’s
relentless commitment in product quality and
thorough understanding of its customers’ needs, we
are confident that the Group will be generating
operating profit in the near future.

18
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The overall cost of sales of the Group is comparable
to that incurred in the corresponding period last year
(which was commensurated with the changes in
periodic sales volume). However, there was
corresponding increase in general and administrative
expenses warranted by the Group’s increased listing
obligations after the its Listing on GEM.

In the Interim Period, the Group completed acquisition
of an additional 33% of the Fuzhou Xinyi Xinwangluo
Network Company Limited (“Xinwangluo”) (following
the acquisition, Xinwanglouo became a wholly-owned
subsidiary of the Group).

LIQUIDITY, FINANCIAL RESOURCES AND
CAPITAL STRUCTURE

During the Interim Period, there has been no change
in the capital structure of the Company. Besides,
apart from utilization of proceeds as disclosed in the
subsection headed “Comparison of Use of Proceeds”,
the Group financed its operations and investing
activities principally through internally generated cash
flows during the Interim Period.

Despite the difficult operating environment in its
sectors, as at 30th June 2004, the Group had net
assets of approximately RMB42.8 million, including
total cash, bank and deposit balances of
approximately RMB29.6 million. To mitigate financial
risk, the Group has implemented disciplined financial
and risk managements with minimum use of highly-
geared financial arrangements. The Group’s gearing
ratio, as calculated by taking the ratio of the Group’s
total external borrowings, divided by its shareholders
fund, was zero. Further, the Group had not charged
any of its assets as at 30th June 2004.
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Taking into consideration of the existing financial
resources available to the Group, it is anticipated
that the Group should have adequate financial
resources to meet its ongoing operating
commitments, which are principally in respect of its
investments in product developments and technology,
from its existing financial resources and cashflows
generated from its operation.

COMPARISON OF USE OF PROCEEDS

There has been no change in principal business
objectives of the Group since the time that the
Group’s IPO Prospectus was prepared. However, as
mentioned in the IPO Prospectus, both the domestic
securities and information technology industries in
China are dynamic and fast-changing, with new
policies, regulations, products and business emerging
constantly. In response to the changing market
conditions, the Group has strategically refined its
implementation plan and has taken a more
conservative tact in implementing its business plans
than originally planned and amended and postponed
certain sizeable development projects and strategic
deployments accordingly as it was considered to be
in the best interests of the Group and its shareholders
as a whole.

For details in relation to the changes in execution
plan, please refer to the subsection headed
“Comparison of Business Objectives with Actual
Business Progress” of this section.

Since the listing of the Group and subject to the
modifications and refinements in implementing its
business plan above-mentioned, the net proceeds
raised from the placing on 12th August 2003 had
been applied to achieve the business objectives as
set out in the IPO Prospectus of the Group and are
utilized up to 30th June 2004 as detailed below:
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RARAEEREUBERE Bt AR
NWEREUBERREERSRERER
RUBNESBELEEBHRE (XEARA
REMHABERRMAANRE) -

FERERELE

BERAEAEEZARERUR FEEZ T
EXBUBEMEAES - A HWBR
ERME PERAESREABRITESR
RAERARSEBE THELHORE A
R EMNEER AEERETEHEZN
TR BB A EBRITAE REE LRI
AEEREENRR BEARETET
BE-EREMERER RERBIEHE A
BARELNAASERARREENR

EE

BRHETE E 2 B BH15 F2HAHAMN
(¥BERREREBERZLR] HE-

AEER-_ZE=FNA+-_BETEE
SEMBHEFR (AR Lt REEE
T8RRI E AT AN B AN B B
EERAREZBRERAMHAEBER
ZRE RETREE-ZENFAA=T
AEHRAzERSEFERNNT:



ol >

Interim Report 2004 e — S M F K&

(expressed in HK$ thousand dollar) (UEETFTME)
Planned use of
Planned use of proceeds as
total proceeds stated in the Actual amount
as stated in the | IPO Prospectus up utilized up to
IPO Prospectus | to 30th June 2004 30th June 2004
ARER #z
ETEE R “EEQE
RRERFE WAREE ABZtH
fesE (28) (B2-%3m% BHAZ
WERTE ABZ1R) ERGE
Product Developments EREE
Enhancing existing product-line BAREERS 3,000 1,200 1,170
New products development and BEFERR
subsequent updates RERERGRE
Customer Relationship Management/ EFEEER/
Investor Relationship Management FEABRER 3,660 1,460 1,230
Centralized Securities Processing EHREPRS
Platform ) 4,380 1,100 -
Integrated investment management FAREEER
and business support solutions EETRBRAR
Including: af:
(1) Collaborative Work Platform and (1) BATETER
Office Automation HAZEPL 2,730 1,300 170
(2) Securities Investment Management (2 BFRE
System SEZH 2,650 1,060 2,200
(3) Business and Management (8) EERTER
Platform for Fund Institutions REETS 2,360 800 290
(4) Business Support Platform for () BHEEH
Securities Industry $R¥E 1,120 280 1,070
Establish Regional Sales Offices and RIBEHERSE
Servicing Centres REFHL 3,000 750 -
Brand Building and Marketing REBIRTEER 3,600 1,440 1,450
26,500 9,390 7,580

21
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Unused net proceeds of approximately HK$17.6
million have been placed with licenced banks in Hong
Kong and the PRC, and would be applied to achieve
objectives as stated in the IPO Prospectus on a
long-term basis.

As disclosed in the Company’s annual report for the
year ended 31st December 2003, to the extent that
the net proceeds are not immediately used, the Group
may deposit the same into financial institutions or
engage in highly-liquid, short-term investments to
optimise returns for its shareholders on a risk-
controlled basis in the future.
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COMPARISON OF BUSINESS OBJECTIVES WITH
ACTUAL BUSINESS PROGRESS
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Objectives as stated
in the IPO Prospectus
BRER
FEXKER

XBEEREREEERZUR

Actual business progress
in respect of the period
ended 30th June 2004
HE-ZZNEXRA=1H
LHEzBEREBER

PRODUCT DEVELOPMENTS AND MARKETING

EmBRRTSER

Existing clearing products

REKHEM

1.

Continuous review and
perform market analysis. For
selected products with
market potentials, perform
research, testing and
development for new system
features
Eﬁﬁfﬁ%uu?%&fﬂii’ﬁ#

MHEAM-pn AMIHE
ﬁ@uukﬂiﬁ TR ORI
RABEH RGN

Continuous research &
development for customers
BERTFPETHE

Promotion of the E-SIM
system

EEFEESEA

BEEYRR

23

In conformity with its overall
strategic plan of maintaining
its predominance in the
securities clearing product
segment, the Group
continued, in stages, to
invest heavily to enhance its
existing “flagship product”,
the security clearing
solution, and completed the
research on certain new
modular client sub-systems
of E-SIM, including Balance
Sheet Management Module
etc, during the Interim
Period.

BRAEASERFBENRES
GEEE B R é@%z&
BN AEBEESERE
AREER THRAZSFE
HRATRZZOEMDEE
RAFEARSBETK [EE
FirABERETa o imE T
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Objectives as stated
in the IPO Prospectus
BRER
FEEKEE

Actual business progress
in respect of the period
ended 30th June 2004
HEZ-_ZZNEXA=+H
LB EREBER

PRODUCT DEVELOPMENTS AND MARKETING

EmPARRTHEER

Customer Relationship
Management/Investor
Relationship Management
(“CRM/IRM”)

EFBRERE /REZHE
EE([EFHERER /RE
ERERER])

Conduct continuous
research, testing and
development for new system
features and implement
product improvement
ETRERR B KRR
AEMEL TEER

Promote the Securities CRM/
IRM to customer
AEFHEEZERTFBR
EE/REERREBRRER

24

Implementing system
development of certain
elementary client
sub-systems of CRM,
including Call-Center
system for Domestic
Securities Sector, which will
form the basic modules of
CRM for securities
brokerage business.

During the Interim Period,
the Group initiated the
promotion of this product to
its customer and is currently
customizing the product in
accordance with clients’
unique specifications.

FENEPBRERZET
ERAZPFRGMARME
T BEEFERFPRBET
DERE LMERBEREK
ANBREFTEREFPHEE
BRGNS EARER-

REBRAFHHALAEP
HELERLHEENERS
MERHERETES LA
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Actual business progress

Objectives as stated in respect of the period

in the IPO Prospectus ended 30th June 2004
BRER HEZ-_ZZNEXA=+H
FEEKEE LB EREBER

PRODUCT DEVELOPMENTS AND MARKETING

EmBABRRTEER
Centralized Securities Perform feasibility study of the In view of the uncertain
Processing Platform basic modules of the centralized market condition as to this
EREHFRSHTA Securities Processing Platform product, the Group has
BREFEARSZFE2EXER  conservatively postponed
EATAIATIERA R the investments in

developing this solution.

Instead of this solution, the
Group is currently
undergoing an technical and
marketability analysis on a
Centralized Securities
Clearing Platform, a solution
facilitating the centralized
securities clearing operation
in national or regional level.

ERMERNTHRATR &
ECERERERATEERE
REZE IR R

ERRERARESETE
ETRA(LEREERESLD
BN EREE MR E
BENESEREERERR
A R) ETHB RN R TS
Do

25
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Objectives as stated
in the IPO Prospectus
BRER
FEEKEE

Actual business progress
in respect of the period
ended 30th June 2004
HEZ-_ZZNEXA=+H
LB EREBER

PRODUCT DEVELOPMENTS AND MARKETING

EmPARRTHEER

Integrated
Investment
Management
and
Business
Support
Solution
HFAEREE
BREBX
ERRARR

Collaborative
Work
Platform
and Office
Automation
% B I 1 F
ARBRE

Bt

1.

Continuous research, testing
and development for new
system features

BEHR AARRE RGN
2188

Promote the Collaborative
Work Platform and Office
Automation
HEHBRIETARBAER
Bt 4t

26

In concert with the
marketability re-assessment
in light of changing market
sentiment, the Group
considered the market
potential for this product
line became increasingly
uncertain and therefore,
cautiously, did not
committed as much
financial and human
resources as originally
planned and is currently
conducting smaller-scaled
development, thus slowing
down the overall
commercialization and
development of this
Solution.

ARERETSRAEEE
Hratih BB M5 ERA
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Actual business progress
in respect of the period
ended 30th June 2004
HEZ-_ZZNEXA=+H
LB EREBER

Objectives as stated
in the IPO Prospectus
BRER
FEEKEE

PRODUCT DEVELOPMENTS AND MARKETING

EmBABRRTEER
Integrated Securities Continuous Research, The Group accelerated the
Investment Investment testing and development for development of this project
Management ~ Management system features by committing more
and System ETRBEMR OGN KERMAEZ  financial and human
Business BHEIREE Sk resource on this product in
Support BAS view of its market potential.
Solution Promote the Securities
REREE Investment Management The Group was expediting
BREBZ System and its modules the development of this
BBAFR HEEFHFREEEZZRER  product during the period

i

27

under review.
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Objectives as stated
in the IPO Prospectus
BRER
FEEKEE

Actual business progress
in respect of the period
ended 30th June 2004
HEZ-_ZZNEXA=+H
LB EREBER

PRODUCT DEVELOPMENTS AND MARKETING

EmPARRTHEER

Integrated
Investment
Management
and
Business
Support
Solution
HFAEREE
BREBX
ERRARR

Business
and
Management
Platform for
Fund
Institutions
EeDa#%
BRERY

VAN
=)

Perform research &
development, testing and
finalization of the basic
modules of the Business and
Management Platform for
open-ended funds by stages
5 [ B 2 B 5 % 52 A B AR
AESEBREBTAZER
B3R

Promote the Business and
Management Platform for
Fund Institutions

HEESEBREEF A

28

During the Interim Period,
the Group was expediting
the development of
Valuation Module and Sale
Support Module for Open-
end Investment Funds. The
Group was also
commercializing the TA
Modules for this product.

AREN FAEEERBEZE
mAFHERHAAES M
BRI E R LR
EeMTARRETERL-
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Actual business progress

Objectives as stated in respect of the period

in the IPO Prospectus ended 30th June 2004
BRER HEZ-_ZZNEXA=+H
FEEKEE LB EREBER

PRODUCT DEVELOPMENTS AND MARKETING

EmBABRRTEER
Integrated Business Platform feasibility study of the The Group accelerated the
Investment Support basic modules of the Business development of this project
Management  Platform for Support Platform for Securities by committing more financial
and Securities Industry and human resource on this
Business Industry REFEEBIETFAZELRE  product in view of its market
Support BHEELE  WRETUTHEMRE potential.
Solution Y®¥A
REREE During the Interim Period,
BREBZ the Group performed
BBAFR system analysis, prototype

selection and preliminary
design for Enterprise Level
Business Support Platform
for Securities Industry.

AEEERTSERERER
BEZHBRANER ME
MIRE R TR

RARE AEBEREST
XOEREBERFAED
B [RELDKE S AT H
FHAZ Fr » 0[5 5 96 A8 A A 2
AR I
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Objectives as stated
in the IPO Prospectus
BRER
FEEKEE

Actual business progress
in respect of the period
ended 30th June 2004
HEZ-_ZZNEXA=+H
LB EREBER

STRATEGIC COOPERATION
WA E

Identify and evaluate
potential strategic
cooperation opportunities

e R EEERE LA (EE

=3
=

Invest in selected strategic
cooperation opportunities as
well as participate and
consolidate the management
of related projects

REBBREZRBEMEAER
B I2EGEAEHERZE

BEH

30

The Group continued to
explore the possibility of
strategic investment which
will lead to synergtic effect
to the Group. However, as
of the date of this report,
the Group does not have
any target investment.

AEBEBYERER/TEE
R ARG RR LR E
BE-AM BEXRBRESAY
ARETEEMERREY
%o

As an on-going business
development practise, the
Group has conducted in-
depth contacts and serious
discussions with a wide
range of business partners
and solution provider for
possible strategic business
alliance or cooperation
opportunities.

MREERER AKRETA
ZEREBRHENMBRT M
FEEpAN R ERER
HtbaEle BTRAES

MEFETH-



R\ S

Interim Report 2004 e — S M F K&

Objectives as stated
in the IPO Prospectus
BRER
FEEKEE

Actual business progress
in respect of the period
ended 30th June 2004
HEZ-_ZZNEXA=+H
LB EREBER

ESTABLISH REGIONAL SALES OFFICES AND SERVICING CENTRES

RIBEHEREEREF PO

1.

Identify and evaluate the
setting up of regional sales
offices and service centres in
different provinces and cities
W e R E & WA
BREEHREERET,PL

Establish selected regional
sales offices and/or service
centres

P E M B R L S S E P =
BR/SHEPHL

31

The Group had planned to
explore possible location to
set up additional sales
offices and servicing
centres. However, the
Group has adopted an
increasingly punctilious
attitude towards any capital
investment plans thereof as,
during the year under
review, many nation-wide
brokerage firms were under
corporate restructuring
process and postponed
their information technology
investment plan,
accordingly, the Group
slowed down its plan to set
up new sales offices and
service centres.

REEBFEMESELH
RIUBELHERERREP
Rl BARBESE
R FE2EUESRED
ETCESEHE THEENE
BRRTENKEFE AR
Rib REEHEMEARE
FERRE AEEMEE I
B AR KL HO M 8 6 I
ERREFPHL-
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FOREIGN EXCHANGE EXPOSURE

Most of the Group’s operating transactions, assets
and liabilities are primarily denominated in either
Renminbi or Hong Kong dollar, the Directors believes
that Renminbi will remain relatively stable against
Hong Kong dollar in the forseeable future and
considered the Group’s present exposure to
exchange risk is relatively minimal. Currently, no
financial arrangements have been implemented for
hedging purpose. Nevertheless, the Directors will,
from time to time, closely monitor and reassess the
exchange risk exposures of the Group and will enter
into non-speculative hedging arrangements as
required.

EMPLOYEE INFORMATION

As a software solution provider, people are our most
valuable assets. Accordingly, the human resources
framework are one of the Group’s critical policies
with utmost strategic importance.

The Group is a “people-oriented” and “equal
opportunity” employer whereas its staff selection and
promotion process will only be determined with
reference to employees’ own merits and their
suitability for the positions offered.

Employee remuneration include basic salaries and
benefits-in-kind such as medical and insurance
coverage, retirement benefits scheme, and other
discretionary incentives etc..

Employee remuneration is maintained at market
competitive level and will be regularly reviewed within
the general framework of the Group’s human
resources system. Reward policy are basically
determined by individual performance as well as
financial results of the Group, Reward adjustment
will be made from time to time when staff
performances are warranted.

32
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To recognize the contributions and encouraging
initiatives and commitment of its staff, the Group has
also established a share option scheme. Please refer
to the section headed “Share Option Scheme” of
this report for information relating to share options
granted during the Interim Period.

Apart from the said tangible rewards, the Group will,
provides professional
development and trainings to its employees to ensure

on an ongoing basis,

its workforces always keep abreast with up-to-date
professional knowledge, competences and sharing
the same corporate vision of the Group.

As at 30th June 2004, the Group employed a total
staff of 165. Staff cost, including directors’
emoluments, was approximately RMB4.2 million for
the six-month ended 30th June 2004.
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DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS OR SHORT POSITIONS IN SHARES
AND OPTIONS

As at 30th June 2004, the interests or short positions
of the Directors (the “Directors”) and the chief
executive of the Company in the shares and
underlying shares (the “Shares”) of the Company or
any of its associated corporations (within the meaning
of Part XV of the SFO) as required to be notified to
the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including
interests or short positions which is taken or deemed
to have under such provisions of the SFO), or as
recorded in the register required to be kept under
section 352 of the SFO or as otherwise notified to
the Company and the Stock Exchange pursuant to
Rules 5.46 to 5.67 of the GEM Listing Rules, were
as follows:

(@) The Company - interests in shares

EERIRTHRABRBROREEZ
BERKA

R-EEMERNA=1HB KAARANES
(IEZ]) REETBRABEARDAHE
AR EE (TR AEHFRBEE) K
1 RABE &R ka)*%ﬁ@ﬁwﬁﬁ
Hﬁ‘ BHIEXVEE TR HBAMEARA

Q%‘&wﬁmﬁﬁﬂawﬂ%%zw
E%A&wﬂ%Lﬁaﬁﬁ%ﬁm‘&w#
ﬂ%ﬁimﬁW%5%i5w EME R

RBRFMOEZIAR (BEREES

&% GBI EBRERRARGIEREAN
BadAB) T

(a) ADE- ROER

Percentage of

Director No. of Shares Nature of Interest shareholding
Bz RABE  EEHE FREAL
Ms. Gu Yun (Note 1) 187,061,635 Interest of a controlled corporation 39.6%
B Zat (Hstn) REEEER
Ms. Li Xiaoyuan (Note 2) 187,061,635 Interest of a controlled corporation 39.6%
FInkt (Hfst2) REEEER
Mr. Ye Jinxing (Note 3) 35,839,097 Interest of a controlled corporation 7.6%
EoREH (Hf5t3) REEEER
Mr. Chen Yunrong  (Note 4) 31,260,882 Interest of a controlled corporation 6.6%
REREE (Hfst4) REEEER
Mr. Qiu Yixin (Note 5) 28,793,514 Interest of a controlled corporation 6.1%
B—D%kE (Htsts) REEEER
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Ms. Gu Yun is a director of and the beneficial
owner of 1,539 shares in Genesis Century
Limited (“Genesis Century”), representing
15.39% of the issued share capital of Genesis
Century. Ms. Gu is taken to be interested in
the Shares owned by Genesis Century pursuant
to Part XV of the SFO as Genesis Century is
accustomed or obliged to act in accordance
with the directions or instructions of Ms. Gu,
together with Ms. Li Xiaoyuan.

Ms. Li Xiaoyuan is a director of and is the
beneficial owner of 3,784 shares in Genesis
Century, representing 37.84% of the issued
share capital of Genesis Century. Ms. Li is
taken to be interested in the Shares owned by
Genesis Century pursuant to Part XV of the
SFO as she is entitled to exercise or control
the exercise of one-third or more of the voting
power at the general meetings of Genesis
Century.

These Shares are legally owned by Future
Pursuit Ltd. (“Future Pursuit”), whose beneficial
owners are Mr. Ye Jinxing and his mother, Ms.
Lian Xiu, representing 39.79% and 60.21%
interest in its issued share capital respectively.
Mr. Ye is taken to be interested in the Shares
owned by Future Pursuit pursuant to Part XV
of the SFO as he is entitled to exercise or
control the exercise of one-third or more of
the voting power at the general meetings of
Future Pursuit.

These Shares are legally owned by Cheer
Prosper Investments Limited (“Cheer Prosper”),
the entire issued share capital of which is held
by Mr. Chen Yunrong. He is taken to be
interested in the Shares held by Cheer Prosper
pursuant to Part XV of the SFO.

These Shares are legally owned by Easy
Elegance Ltd. (“Easy Elegance”), the entire
issued share capital of which is held by Mr.
Qiu Yixin. He is taken to be interested in the
Shares held by Easy Elegance pursuant to Part
XV of the SFO.
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The Company - right to acquire Shares

On 6th July, 2004, certain Directors were
granted share options to subscribe for Shares
pursuant to the Share Option Scheme. Details
of the share options granted to and accepted
by Directors as at the date of this report were
as follows:

Number of share
options granted and
remained outstanding
as at the date

of this report

(b) ADF-BARGHER

RIZZEMELARH ETEER
BERE AR TRREARER
DBERAREZARTERLER
SEMOBREFENT:

ERHER Subscription

REHEZA price

Directors MRTRE Exercise period per Share

= MEREHA TS ERAEE

HK$

BT

Mr. Jiang Yulai 470,000 6th July, 2005 to 0.256
IEREE 5th July, 2008
—ZETHELANH
E-TT)\FLHARH

Mr. Choy Tak Ho 470,000 6th July, 2005 to 0.256
g g 5th July, 2008
—ZETHELANH
E-TT)\F+ARA

Mr. Liu Bo 470,000 6th July, 2005 to 0.256
2| Wk 5th July, 2008

36

“ETRFLARAE
E-TTN\FLARH



(c)

R\ S

Interim Report 2004 e — S M F K&

Associated corporations - interests in shares  (c)

MEEE— RS

Percentage of

interests in

the registered

capital of the

associated
corporation
Name of Nature of EZEHEE
Director associated corporation Interest HMERZ
g% HEEE AR BEME BEAAL
Ms. Gu Yun (Note 2) L BEEZBERZANBRAA Family 8.0%
B ExL (M) (“Shanghai Xingyishi”) ENi3
(Note 1)
([EEREHE])
(Bret1)
Mr. Qiu Yixin Shanghai Xingyishi Personal 4.0%
=0k E LEEEH & A
Mr. Chen Yunrong Shanghai Xingyishi Personal 4.0%
R=B%EE FREEH & A
Mr. Ye Jinxing Shanghai Xingyishi Personal 4.0%
EeEAiE FREEH & A
Mr. Jiang Yulai Shanghai Xingyishi Personal 4.0%
IERGE FREEH & A
Mr. Chen Qun Shanghai Xingyishi Personal 4.0%
R OREE FREER fEA
Notes: Bt

1. Shanghai Xingyishi is a subsidiary of the Group
(in which 60% of its equity shares are owned
by the Group and the remaining interests are
owned by others, including certain Directors
or their respective associates as disclosed

above).

2. Mr. Xu Zhangxun holds 8% interest in the
registered capital of Shanghai Xingyishi. Ms.
Gu Yun, spouse of Mr. Xu Zhangxun, is deemed
to be interested in Shanghai Xingyishi by virtue

of Part XV of SFO.
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Save as disclosed above and that disclosed under
the section headed “Substantial Shareholders and
Persons with Discloseable Interest and Short Position
in Shares and Option under SFO”, as at 30th June
2004, none of the Directors of chief executive of the
Company had any interests or short positions in any
shares, underlying shares or debentures of, the
Company or any associated corporations (within the
meaning of Part XV of the SFO) which would have to
be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests or short positions which they are
taken or deemed to have such provisions of the SFO),
or which were required, pursuant to section 352 of
the SFO, to be entered in the register referred to
therein, or which were otherwise required, pursuant
to the minimum standards of dealing by directors of
listed issuers as referred to in Rule 5.46 to 5.67 of
the GEM Listing Rules, to be notified to the Company
and the Stock Exchange.

SUBSTANTIAL SHAREHOLDERS AND PERSONS
WITH DISCLOSEABLE INTEREST AND SHORT
POSITION IN SHARES AND OPTIONS UNDER SFO

So far as is known to any Director or chief executive
of the Company, as at 30th June 2004, the following
persons (other than a Director or chief executive of
the Company as disclosed above) had an interest or
short position in the Shares of the Company as
required to be recorded in the register required to
be kept under section 336 of the SFO and which
would fall to be disclosed to the Company under the
provisions of Divisions 2 and 3 of Part XV of the
SFO, or who is expected, directly or indirectly to be
interested in 10% or more of the nominal value of
any class of share capital carrying rights to vote in
all circumstances at general meetings of any other
member of this Group:
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positions in shares

BRBzZRE

Percentage of

Name Number of Shares Nature of Interest shareholding

A BRHHE EEHME FRESH

Genesis Century 187,061,635 Corporate 39.6%
NG

Future Pursuit 35,839,097 Corporate 7.6%
NG

Cheer Prosper 31,260,882 Corporate 6.6%
NG

Easy Elegance 28,793,514  Corporate 6.1%
NG

Mr. Zhang Xiaohui (Note 1) 187,061,635  Family 39.6%

REEEAE (H5t1) EY3

Mr. Xu Zhangxun (Note 2) 187,061,635  Family 39.6%

FFEALE (Hizt2) EY3

Ms. Lian Xiu (Note 3) 35,839,097 Interest of a controlled corporation 7.6%

# Art (Hiz3) FiRiEER

Ms. Wang Chunling (Note 4) 35,839,097  Family 7.6%

TERET (Hizta) EY3

Ms. Guo Lidan (Note 5) 31,260,882  Family 6.6%

Bt (Hizts) EY3

Ms. Lin Wen (Note 6) 28,793,514  Family 6.1%

m X&t (Hizt6) EY3

Notes: Bt 5 -

1.

Mr. Zhang Xiaohui, spouse of Ms. Li Xiaoyuan (director
of the Company), is deemed to be interested in these
Shares pursuant to Part XV of the SFO.

Mr. Xu Zhangxun, spouse of Ms. Gu Yun (director of
the Company) is deemed to be interested in these
Shares pursuant to Part XV of the SFO.

Ms. Lian Xiu, mother of Mr. Ye Jinxing (director of the
Company) is interested in 60.21% of the issued share
capital of Future Pursuit. She is taken to be interested
in the Shares owned by Future Pursuit pursuant to
Part XV of the SFO as she is entitled to exercise or
control the exercise of one-third or more of the voting
power at the general meetings of Future Pursuit.
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4. Ms. Wang Chunling, spouse of Mr. Ye Jinxing (director
of the Company) is deemed to be interested in these
Shares pursuant to Part XV of the SFO.

5. Ms. Guo Lidan, spouse of Mr. Chen Yunrong (director
of the Company) is deemed to be interested in these
Shares pursuant to Part XV of the SFO.

6. Ms. Lin Wen, spouse of Mr. Qiu Yixin (director of the
Company) is deemed to be interested in these Shares
pursuant to Part XV of the SFO.

Save as disclosed herein, the Company had not been
notified of any person (other than a Director or chief
executive of the Company) who had a discloseable
interest or short position in the Shares as defined
under the SFO which would fall to be disclosed to
the Company under the provision of Divisions 2 and
3 of Part XV of the SFO, or, who is expected, directly
or indirectly, to be interested in 10% or more of the
nominal value of any class of share capital (including
options in respect of such capital) carrying rights to
vote in all circumstances at general meetings of any
other members of the Group as at 30th June 2004.

SHARE OPTION SCHEME

Pursuant to a written resolution passed by the then
shareholders of the Company on 28th July 2003, the
Company adopted a share option scheme (the
“Scheme”) with an effective period of 10 years
commencing from its adoption date. The principal
terms of which are set out in the sub-section headed
“Share Option Scheme” on the Company’s latest
annual report.
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On 6th July, 2004, the Company granted options to
subscribe for a maximum of 20,000,000 shares in
the Company at an exercise price of HK$0.256 per
share under the Share Option Scheme to 30
employees (including 1 executive director and 2 non-

executive directors as disclosed above) of the Group.
The details of such options granted, which remained
outstanding as at the date of this report, are as

follows:

R-ZZZMEL AN AR AREERE
SR ERTEERK0.256TM30E AE
BEES (HPBELEXMEBEMIERTE
FR2EFVPTEF)BRTFTAREBERS
20,000,000/ A< 22 B8] B 1 MO FE AR g - B X i
MEBEARE ZBMARTENBEREFG
LUl

Number of share options

ARELA

Outstanding

as at

Exercise period* (commencing 30th June

from one year immediately after Granted Exercised Cancelled Lapsed 2004

the date of grant and terminating during the during the during the during the BZ

three years thereafter) Interim Period  Interim Period  Interim Period  Interim Period “EEME

Name of Grantee UGS (RREASzE-F RERER  REAGHEAE  RAPHAE  RARERE  AAZTA

ERALEZ B ERZFHAL) REHE (ifid ¢ REHE ANHE  ATRHE

Mr. Jiang Yulai 6th July 2005 to 470,000 - - - 470,000
TEREE 5th July 2008
:?7ﬁ¢fﬂua
E-FZ/\§tAEB

Mr. Choy Tak Ho 6th July 2005 to 470,000 - - - 470,000
BENEE 5th July 2008
“EERFtARA
E-ZZ/\ftARA

Mr. Liu Bo 6th July 2005 to 470,000 - - - 470,000
8 ki 5th July 2008
—EZRF+ARA
E-ZZ/\ftARA

Continuous contract 6th July 2005 to 18,590,000 - - - 18,590,000
employees 5th July 2008
(other than ?fﬁitﬂ/\ﬁ
directors) E-ZE\ftARA

REGNER
(BB
20,000,000 - - - 20,000,000
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Those options that have been vested may be
exercised within the option period, unless they have
been cancelled. Generally, the options are vested in
different tranches (some of which are conditional).

The exercise in full of the above option outstanding
would, under the present capital structure of the
Company, result in the issue of 20,000,000 additional
ordinary Shares of HK$0.01 each in the capital of
the Company.

The Board considers it is inappropriate to value the
options as a number of factors necessary for such
option valuation cannot be determined with
reasonable accuracy. Any valuation of the options
based on various speculative or otherwise subjective
assumptions would be meaningless and may even
be potentially misleading. Besides, The Board believes
that the cost for valuing and disclosing the value of
options on such basis do not justify for the benefits
it may potentially provide.

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

During the Interim Period, neither the Company nor
any of its subsidiaries purchased, sold or redeemed
any of the Company’s listed shares.

COMPETING INTERESTS

None of the Directors or the management
shareholders or any of their respective associates
(as defined in the GEM Listing Rules) of the Company
had an interest in a business which causes or may
cause any significant competition with the business
of the Group as at 30th June 2004.
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BOARD PRACTICE AND PROCEDURES

The Company has complied with the Board Practices
and Procedures as set out in Rules 5.34 to 5.45 of
the GEM Listing Rules during the Interim Period.

CODE OF CONDUCT REGARDING SECURITIES
TRANSACTIONS BY DIRECTORS

During the Interim Period, the Company had adopted
a code of conduct regarding securities dealings by
directors as set out in Rules 5.48 to 5.67 of the
GEM Listing Rules. The Company also had made
specific enquiry of all Directors and the Company
was not aware of any non-compliance with the
required standard of dealings and its code of conduct
regarding securities transactions by directors.

SPONSOR’S INTERESTS

Pursuant to a sponsor agreement dated 4th August
2003 entered into between the Company and South
China Capital Limited (the “Sponsor”), the Sponsor
has been appointed as the retained sponsor of the
Company for the period ending 31st December 2005
(or until the sponsor agreement is otherwise
terminated upon the terms and conditions contained
therein), for which the Sponsor will receive a fee.

As notified and updated by the Sponsor, neither the
Sponsor nor any of its directors or employees or
associates (as referred to in Note 3 to Rule 6.35 of
the GEM Listing Rules) had any interest in any class
of securities of the Company or any member of the
Group, or any right to subscribe for or to nominate
persons to subscribe for the securities of the
Company or any member of the Group as at 30th
June 2004.

Save as disclosed above, the Sponsor had no other
interest in the Company as at 30th June 2004.
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AUDIT COMMITTEE

The Company established an audit committee with
written terms of reference in compliance with the
GEM Listing Rules. The primary duties of the audit
committee are, among others, to review and
supervise the financial reporting processes and
internal control procedures of the Group and to
provide advice and comments to the Board
accordingly. The audit committee consists of the two
independent non-executive Directors of the Company,
namely Messrs Choy Tak Ho and Liu Bo.

This unaudited financial statements of the Group for
the Quarterly Period and Interim Period have been
reviewed and commented by the audit committee
members.

By order of the Board

Shine Software (Holdings) Limited
Gu Yun

Chairperson

China, 13th August 2004
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