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CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (“GEM”) OF THE STOCK
EXCHANGE OF HONG KONG LIMITED (“STOCK EXCHANGE”)

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

Given the emerging nature of companies listed on GEM, there is a risk that
securities traded on GEM may be more susceptible to high market volatility
than securities traded on the main board of the Stock Exchange and no
assurance is given that there will be a liquid market in the securities traded
on GEM.

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

The Stock Exchunge tukes ho responsibility for the contents of this report,
maukes ho representution us to its uccurucy or completeness und expressly
discluims any liubility whatsoever for any loss howsoever arising from or in
reliunce upohn the whole or uny purt of the contents of this report.

This report, for which the directors ("Directors”) of Northeust Tiger
Phurmauceuticul Co., Ltd. ("Compuny”) collectively und individuully uccept
full responsibility, includes particulars given in compliahce with the Rules
Governing the Listing of Securities on GEM of the Stock Exchuhge ("GEM
Listing Rules”) for the purpose of giving informaution with regard to the
Compuny. The Directors, having maude dll reusonuble enquiries, confirm that,
to the best of their knowledye und belief:- (1) the informution contuined in
this report is uccurute und complete in ull muteriul respects und hot
misleuding,; (2) there ure ho other mutters the omission of which would muke
uny stutement in this report misleuding, aund (3) ull opinions expressed in this
report have been drrived ut dfter due und cureful considerdution und dre
founded oh buses und ussumptions that dre fuir und reusonuble.



Northeast Tiger Pharmaceutical Co., Lid.

HIGHLIGHTS
(Unaudited)

e Turnover of the Compuny for the six months ended 30 Juhe, 2006 wus
approximutely RMB19,600,000 (2005: RMB26,604,000), representing u
decreuse of upproximately 26% us compured with the sume period
in the previous yeur.

e Profit/(loss) wuttributuble to shureholders of the Compuny
(“Shureholders”) for the six months ended 30 Juhe, 2006 wus
approximautely RMB(4,428,000) (2005: RMB(1,338,000)).

e Eurninys/(loss) per shure (“Shares”) of the Compuny for the six months
ended 30 Juhe, 2006 wus upproximutely RMB(0.6) cents.

e The Directors do not recommend the puyment of uny dividend for
the six months ended 30 June, 2006.
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Northeast Tiger Pharmaceutical Co., Ltd.

RESULTS (UNAUDITED)
The bourd of Directors ("Bourd”) is pleused to unnounhce the unuudited
results of the Compuny for the six months ended 30 June, 2006, toyether
with the compurative figures for the correspondinyg periods of the previous
finunciul yeur, us follows:

Six months ended Three months ended
30 June, 30 June,
2006 2005 2006 2005
Notes RMB’000 RMB’000  RMB’000  RMB’000

Turnover b 19,600 26,604 11,437 14,932
Cost of sules (16,256) (17,115) (11,367) (9.437)
Gross profit 3,344 9,489 70 5,495
Other revenue c 0 1 0 0
Distribution und

selling expenses (2,821) (4,541) (1,965) (2,361)

Genherul, udministrative
und other operutiny

expenses (4,186) (5,561) (1,688) (2,892
Operating profit/(Loss) d (3,663) 612 (3,583) 242
Finunce costs (765) (726) (386) (337)

Profit/(Loss) before
taxation (4,428) (1,338) (3,969) (95)
Taxution e 0 0 0 0

Profit/(Loss) attributable

to shareholders (4,428) (1,338) (3,969) (95)
Dividends N/A N/A N/A N/A
RMB RMB RMB RMB

Eurnings/(Loss)
per Shure - busic f (0.6) cents (0.2) cents (0.5) cents 0 cents
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CONDENSED BALANCE SHEET

NON-CURRENT ASSETS
Intunyible ussets, net
Lund use rights

Fixed ussets, het

CURRENT ASSETS

Inventories

Accounts receivuble, net

Advunce to stuff

Prepuyment und other current ussets
Amounts due from related purties
Cush und bunk deposits

LESS: CURRENT LIABILITIES
Short-term borrowinys

Accounts puyuble

Advunce puyments from customers
Accruuls und other puyubles
Amounts due to reluted puarties
Income tux puyuble

Deferred tux liubilities

NET CURRENT ASSETS
NET ASSETS

NON-CURRENT LIABILITIES
Lony-term borrowinys

CAPITAL AND RESERVES
Shure cupitul
Reserves

TOTAL CAPITAL AND RESERVES

Northeast Tiger Pharmaceutical Co., Lid.

At At

30 June, 2006 31 December,2005
(Unaudited) (Audited)

Notes RMB’000 RMB’000
h 44 76
i 12,908 13,040
j 75,130 77,394
88,082 90,510

7,673 10,763

k 43,123 39,178
749 749

(198) 4,690

15,285 17,207

66,632 72,587

34,520 34,520

821 4,983

5,182 5,294

16,667 16,820

526 54

2,817 2,817

60,533 64,488

6,099 8,099

94,181 98,609

94,181 98,609

m 74,665 74,665
19,516 23,944

94,181 98,609
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Northeast Tiger Pharmaceutical Co., Ltd.

CONDENSED STATEMENT OF CASH FLOW

Six months ended 30 June,

2006 2005

(Unaudited) (Unuudited)

RMB’000 RMB’000

Net cash inflow from operating activities (1,872) (2,205)

Net cash outflow from investing activities (50) (1,951)
Net cash inflow from financing activities 0 0

Decrease in cash and cash equivalents (1,922) (4,156)
Cash and cash equivalents at beginning of period 17,207 5,987

Cash and cash equivalents at end of period

Represented by Cash and Bank Balances 15,285 1,831
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Northeast Tiger Pharmaceutical Co., Ltd.

Notes:

a. Accounting policy and basis of presentation

The uccounts huve been prepured in uccordunce with uccounting principles
geherdlly uccepted in Hony Kony und comply with accounting stundards
issued by the Hony Kony Institute of Certified Public Accountants ("HKICPA™),
and the disclosure requirements of the Hony Kony Compunies Ordinunce.
They have been prepured under the historicul cost convention und certuin
fixed ussets ure stuted ut fuir value.

In the current period, the Compuny udopted u humber of hew und revised
Stutements of Stfundurd Accounting Practice ("SSAP”) issued by the HKICPA.
The Directors considered the udoption of these SSAPs hud ho muteriul effect
oh the results of the current or prior uccounting period. Accordingly, no
prior period udjustment hus been required.

The principul uccounting policies used in the prepurution of the unuudited
finunciul stutement of the Compuny for the six months ended 30 June, 2006
are consistent with those used in the uudited uccounts issued for the yeur
ended 31 December, 2005.

b. Turnover

Sules of yoods dre recoyghised when the signhificunt risks and rewuards of
ownership of yoods huve been trunsferred to the buyer.

c. Other revenue
Six months ended  Three months ended

30 June, 30 June,
2006 2005 2006 2005
RMB’000 RMB’000 RMB’000 RMB’'000
— Government subsidies 0 0 0 0
- Others 0 1 0 0
0 1 0 0

Subsidy income is recoyghized upon yrunting of subsidy by the relevunt
authorities.

d. Operating profit
Operuting profit is stuted ufter churging the followiny items:

Six months ended Three months ended

30 June, 30 June,
2006 2005 2006 2005
RMB’000 RMB’000 RMB’°000 RMB’000
— Interest expenses 760 723 381 365
— Depreciution of fixed ussets 2,314 2,746 1,137 1,380
- Amortization of
infunygible ussets 32 965 (50) 482
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Northeast Tiger Pharmaceutical Co., Ltd.

Taxation

The Compuny wus estublished in the Jilin High-Technholoyy Development
Zone, the PRC. It is subject to enterprise income fux ut u rute of 15%.

The Compuny provides for tuxution on the busis of its income for finuncial
reporting purpose, udjusted for income und expense items which ure not
ussessuble or deductible for income tux purpose.

Deferred tux is provided using the bulance sheet liubility method, providing
for temporury differences between the currying amounts of ussets and
liubilities for finunciul reporting purposes und the umounts used for tuxution
purposes. Initial recoynition of ussets or liubilities that uffect heither
accounting nor tuxuble profit is regurded us u temporury difference which
is not provided for. The umount of deferred tux provided is bused on the
expected munner of redlisution or seftlement of the currying umount of
ussets und liubilities, using tux rutes enucted or substuntiully enucted ut the
bulunce sheet dute.

A deferred tux usset is recoyhised only to the extent thut it is probuble thut
future taxuble profits will be avduiluble uguinst which the uhused fux losses
and credits cun be used. Deferred tux ussets ure reduced to the extent
thut it is ho lonyer probuble that the reluted tux benefit will be reulised.

Earnings per Share

The culculution of busic eurninys per Shure for u relevunt period is bused
onh uhuudited profit uttributable to Shareholders for the period, divided by
the respective weighted uveruye number of ordinury shures in issue during
the period. The weighted uveraygye number of ordinury shares in issue for the
six months und three months ended 30 Juhe, 2006 ure 746,654,240 und
746,654,240 respectively (2005: 746,654,240 und 746,654,240 respectively).

No diluted eurninys per shure were presented us there were no dilutive
potential ordinury shures in existence during the relevant periods.

Segment reporting

No business segment informaution (primary segment informaution) hus been
disclosed us the Compuny is operuting in a single business segment which is
the development, munufucture und sule of medicine products in the PRC.
Substuntidlly ull of the Compuny’s revenues ure yeneruted in the PRC und
dll of the Compuny’s ussets ure locuted in the PRC und therefore no
geoyruphicul segment informution hus been disclosed.
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Northeast Tiger Pharmaceutical Co., Lid.

Intangible assets, net

Net book vulue, beyinning of period
Additions

Impuirment losses

Amortisution

Net book value, end of period

Land use rights

Net book value, beyinning of period
Additions

Disposul

Amortisution

Net book vulue, end of period

Fixed assets, net

Net book value, beyinning of period
Additions

Impuirment losses

Disposuls

Depreciution

Net book value, end of period

As at As ut

30 June, 31 December,
2006 2005
(Unaudited) (Audited)
RMB’000 RMB’000
76 10,178

0 18
0 (8,460)
(32) (1,660)

44 76

As at As ut

30 June, 31 December,
2006 2005
(Unaudited) (Audited)
RMB’000 RMB 000
13,040 13,318

0 0

0 0

(132) (278)
12,908 13,040
As at As ut

30 June, 31 December,
2006 2005
(Unaudited) (Audited)
RMB’000 RMB’000
77,394 102,322
50 1,740

0 (4,086)

0 (15,729)
(2,314) (6,853)
75,130 77.394
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Northeast Tiger Pharmaceutical Co., Ltd.

k.

Accounts receivable, net

As at As ut
30 June, 31 December,
2006 2005
(Unaudited) (Audited)
RMB’000 RMB 000
Accounts receivuble 71,708 67,763
Less: Provision for doubtful receivubles (28,585) (28,585)
43,123 39,178
Ayinyg unulysis of uccounts receivuble is us follow:
As at As ut
30 June, 31 December,
2006 2005
(Unaudited) (Audited)
RMB’000 RMB’000
Ayged:
0-30 duys 4,885 18,071
31-60 duys 1,287 2,304
61-90 duys 520 2,564
91-180 duys 1,708 7,114
181 to 270 duys 5,153 5,738
271-365 duys 5,067 3,387
over 365 duys 53,088 28,585
71,708 67,763

To reduce exposure to credit risk, the Compuny closely monitors the
outstunding bulunce owed by customers, follows up euch debtor overdue
more thun 120 duys und enforces collection of the outstunding bulunces

through sulesperson.
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Accounts payable

Northeast Tiger Pharmaceutical Co., Lid.

The uying unulysis of uccounts puyuble is us follows:

Ayed:

0 to 1 month

1 to 6 months

6 to 12 months
1to 2 yeurs

2 yeurs und over

Share capital

Issued und fully puid
(RMBO.10 euch)

Beyinniny of period/yeur
Plucing of shures
Repurchuse of shures

End of period/yeur

As at As ut

30 June, 31 December,
2006 2005
(Unaudited) (Audited)
RMB’000 RMB’000
821 2,199

0 1,237

0 1,261

0 241

0 45

821 4,983

Six months ended
30 June, 2006

As at

31 December, 2005

Number of shares Amount  Number of shures Amount
RMB’000 RMB’000

746,654,240 74,665 746,654,240 74,665
746,654,240 74,665 746,654,240 74,665
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Northeast Tiger Pharmaceutical Co., Lid.

MOVEMENT IN RESERVES

The movements of reserves ure us follows:

Capital Reserve

Property Statutory
public  Statutory
Share revaluation welfare  revenue  Retained Total
premium  Reserve Others fund  reserve  earnings  reserves

RMB'000  RMB'000  RMB'000  RMB'000 ~ RMB'000  RMB'000  RMB'000

As ut 1 Junuary 2005
(Restuted) 19.027 1,672 11,326 3928 5,757 8,143 49,753

Net profit for the period - - - - - (1,338)  (1.338)

Goverhment Subsidies - - - - - - -

Profit uppropriuted

fo reserve funds - - - - - - -
As ut 30 June 2005 19,027 1,572 11,326 3,928 5,757 6,805 48,415
As at T Junuary 2006 19,027 - 11,326 3,928 5757 (16094) 23,944
Net profit for the period - - - - - (4,428) (4,428)

Goverhment Subsidies - - - - - - _

Profit uppropriuted
fo reserve funds - - - - - - _

As ut 30 June 2006 19,027 - 11,326 3,928 5,757 (20622) 19,616

DIVIDENDS
The Bourd does hot recommend the puyment of uny interim dividend for
the six months ended 30 June, 2006 (2005: nil).
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Northeast Tiger Pharmaceutical Co., Ltd.

BUSINESS REVIEW AND PROSPECTS

Business review

For the six months ended 30 Juhe 2006, turnover umounted to upproximutely
RMB 19,600,000, representing u decreuse of upproximutely 26% us compured
with the correspondiny period in 2005; Loss uttributuble to Shareholders
amounted to upproximutely RMB4,428,000, whereus loss uttributuble to
Shureholders for the sume period of 2005 umounted to RMB1,338,000. There
are three mujor reusons for the decreuse in turnover. Firstly, udverse murket
conditions und intensified price competition impuired the business
performunce which cuused the ubsolute umount of sules to be weight down;
Secondly, the policy onh GMP certification is currently hot strictly been
complied in PRC, enubliny smull-scule munufucturers to dump their products
in the murket, which triggyered price competition seriously in the murket;
Thirdly, mucro-economic udjustment policy implemented by centrul
government of the PRC hus certuin indirect hegutive impauct on sentiment
of consumer.

Prospects

Lookiny uheud, the Directors believed thut the Compuny still fuciny
numerous uncertuin fuctors in its operutions und production, includiny the
uptrend in the cost of ratw muateridl, energy, power und transportation. Serious
structurul problems still exist in the domestic phurmuceutical industry. The
mismutch between supply und demaund in the pharmuceuticul market still
remuins obvious, which results in more intense competition. These fuctors
limit the rupid growth of the Compuny.

To fuce with this chullenye, the Compuny will prudently deploy its resources,
monitor its operuting costs, implement uppropriute corrective cost control
meusures to suve cost, und tuke full udvuntuye of its ownh technoloyy,
products und yuulity to improve sules.

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL STRUCTURE

As ut 30 June 2006, the Compuny hud totul ussets of upproximutely
RMB154,714,000 which were finunced by current liubilities of upproximutely
RMB60,533,000 und shureholders equity of upproximautely RMB94,181,000.

The Compuny yenerdlly services its debts primarily through cush gyeneruted
from its operutions. The finunciul position of the Compuny remuins heulthy.
As ut 30 Junhe, 2006, the Compuny hud cush und bunk bulunces of
approximutely RMB 15,285,000, und short-term borrowings of RMB34,520,000,
including unsecured interest-free loun of RMB10,000,000 from Chinu Hi-Tech
Investment Compuny. Tuken into considerution of its current financial
resources, the Directors believe that the Compuny shull huve udeyuute
fund for its continuul operution und development.

Except for the borrowinys disclosed ubove, us ut 30 June 2006, the Compuny
did not have uny committed borrowiny facilities.
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Northeast Tiger Pharmaceutical Co., Ltd.

DIRECTORS’ AND SUPERVISORS’ INTEREST IN SHARES, WARRANTS

AND SHARE OPTIONS

As ut 30 June, 2006, the interests und short positions of the Directors und
supervisors of the Compuny (“Supervisor”) in the Shures, underlying Shares
or debentures of the Compuny und its ussociuted corporutions (within the
meuniny of Purt XV of the Securities und Futures Ordinunce (*SFO")) which
are required (u) to be nhotified to the Compuny und the Stock Exchunge
pursuunt to Divisions 7 und 8 of Purt XV of the SFO (includiny interests or
short positions which they are taken or deemed to huve under such provisions
of the SFO) or (b) pursuunt to section 352 of the SFO, to be entered in the
reyister referred to therein; or (c) pursuunt to rules 5.46 to 5.67 of the GEM
Listing Rules reluting to securities transuctions by the Directors und Supervisors
to be notified to the Compuny und the Stock Exchunye, were us follows:

. Long positions in Shares

Approximate

Name of Directors Number of Domestic percentage of
or Supervisors Shares held shareholding
(%)

Xu Zhe 183,482,440 24.57
Xu Duo Tiun 150,644,480 20.18
Zhuny Yu Bin 1,618,960 0.22
Leny Zhun Ren 1,349,140 0.18
337,095,020 45,15

Save us disclosed ubove, hone of the Directors, Supervisors und the chairmun
or their respective ussociutes hud inferests in uny securities of the Compuny
or uny of its ussociuted corporutions (within the meuniny of Purt XV of the
SFO) which ure required (u) to be notified to the Compuny und the Stock
Exchange pursuunt to Divisions 7 and 8 of Part XV of the SFO (includiny
interests or short positions which they ure tuken or deemed to huve under
such provisions of the SFO); or (b) pursuunt to section 352 of the SFO to be
entered in the reyister referred to therein; or (¢) pursuunt to rules 5.46 to
5.67 of the GEM Listing Rules reluting to securities trunsuctions by the Directors
and Supervisors to be notified to the Compuny und the Stock Exchunge.

DIRECTORS’ AND SUPERVISORS’ RIGHT TO ACQUIRE SHARES OR
DEBT SECURITIES

As ut 30 June 2006, the Compuny wus hot u purty to uny urrahyements to
enuble the Directors und Supervisors fo ucyuire benefits by meauns of the
ucyuisition of shures in, or debt securities, including debentures, of the
Compuny or uny other body corporute, and none of the Directors and
Supervisors or their spouses or children under the uge of 18 hud uny right to
subscribe the securities of the Compuny, or hud exercised uny such right.
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Northeast Tiger Pharmaceutical Co., Ltd.

SUBSTANTIAL SHAREHOLDERS

So fur us wus known to uny Director or Supervisor, us ut 30 June, 2006, the
persons or compuhies (not beiny u Director or Supervisor of the Compuny)
who had interests or short positions in the Shares or underlying Shares which
would full to be disclosed under Divisions 2 und 3 of Purt XV of the SFO or
who were directly or indirectly deemed to be interested in 5% or more of
the nominul value of uny cluss of shure caupital currying rights to vote in dll
circumstunces ut generul meetings of the Compuny were us follow:

. Long positions in Shares

Number of domestic Approximate percentage of

Name shares held shareholding
(%)
Liu Yuny 194,194,580 26.01

Suve us disclosed ubove, us ut 30 June, 2006, the Directors were hot uwure
of any ofher person who had an interest or short position in the Shares of the
unhderlying Shares which would full to be disclosed under Divisions 2 und 3 of
Part XV of the SFO, or who wus interested in 5% or more of the hominul
vulue of uny cluss of shure cupitdl, or options in respect of such cupitul,
currying rights to vote in dll circumstances ut generul meetinys of the
Compuny.

COMPETING INTERESTS

None of the Directors und Supervisors, the munuagement shareholders of the
Compuny und their respective ussociutes (us defined in the GEM Listiny
Rules) hus un interest in uny business which competes or muy compete with
the business of the Compuny.

AUDIT COMMITTEE

Pursuunt to Rule 5.28 of the GEM Listing Rules, the Compuny hus set up un
audit committee. In compliunce with Rule 5.29 of the GEM Listiny Rules, the
authority und responsibility of the uudit committee hus been properly written
out. The primary duties of the uudit committee ure to review und supervise
the finunciul reporting und internul control systems of the Compuny. The
audit committee comprises Ms. Liu Jin, Ms. Niu Shu Min und Mr. Zhao Zhen
Xiny, ull of whom dare independent hon-executive Directors.

The uudit committee hud conducted u meetiny und reviewed the
Compuny’s uhuudited results for the period ended 30 June, 2006 und wus
of the opinion that the prepuration of unaudited results complied with
upplicuble uccounting stundurds, the relevunt regulutory and leyul
reguirements und thut udeyuute disclosure had been mude.
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Northeast Tiger Pharmaceutical Co., Ltd.

PRACTICES AND PROCEDURES OF THE BOARD
The Directors considered thut during the period under review, the Compuny
hus compiled with the requirement of Bourd pructices und procedures us
set out in Rules 5.34 to 5.45 of the GEM Listiny Rules.

STANDARD OF DEALINGS AND MODEL CODE OF PRACTICE FOR
SECURITIES TRANSACTION BY DIRECTORS

The Compuny hus udopted u model code of pructice with stundaurds not
lower thun those required for securities fransactions by directors. The
Compuny hus confirmed ufter muking due enquiries with the Directors in
uccordunce with the code of pructice, thut ull the Directors hauve complied
with the standurd of deulings und model code of pructice in relution to
securities fransuction by directors.

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

Since the H shures of the Compuny commenced trading on GEM on 28
Februury, 2002, the Compuny hus hot purchused, sold or redeemed uny of
the Compuny’s listed securities.

On behulf of the Bourd, | would like to tuke this opportunity to express my
sincere yrutitude to ull shareholders for their full support und to our stuff for
their unremittinyg efforts und contribution mude to the Compuny.

By Order of the Bourd
Xu Zhe
Chuirman

Jilin, the PRC
11 August, 2006

As ut the dute of this report, the Bourd comprises the followiny Directors:

Executive Directors:
Xu Zhe

Du Li Huu

Xu Duo Tiun

Leny Zhanh Ren

Independent Non-Executive Directors:
Liu Jin

Niu Shu Min

Zhuo Zhen Xiny
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