BE_TZT=FA=+HIEAEAA & Turnover of the Group for the six months ended 30 June 2003
SEZE¥EERI,436,0008 7T WEAFR  amounted to HK$91,436,000, representing an increase of 33%
H3768,917,000% 7T = F+33% © BEEHAA - compared to HK$68,917,000 recorded in the corresponding period
EEZREXEEEEE38,551,000%8 7L in 2002. During the period under review, the Group’s loss from
M 3R FE (5 E51839,009,000%8 7T © EFHEBE  operations and loss attributable to shareholders were HK$38,551,000
EE#H18,254,0008 T (ZZEZZFFH  and HK$39,009,000 respectively, of which amortisation of goodwill
47,080,000 7T) °

of HK$18,254,000 (the corresponding period in 2002:
HK$7,080,000) was included.

FHET FET
HK$7000 HK$'000
116,979 70,957
120,000 10,000
100,000 — 3T436 0 . . . .
80,000 — 5917 — -10,000 [— —
58,906
60,000 — — 20,000 — —
ey n 30,000 723384 24,647 n
34,114
20,000 — — ~40,000
4,040 -39,009
0 : : : : -50,000
1999 2000 2001 2002 2003 1999 2000 2001 2002 2003



ERBBERYMEREEEXBRAR (B
KEEDREWBLARZEREFHRE
%17 #2.%8 5100,467,00078 7T 2 AT 2 R 2
B BN _ZETE=F_A-t++tBEER
0.1945B T v MREBRABARARI 2T LR
§%516,541,3350% - RER T E=F < A
“tHRYEEMREERE - SEMNEELE
(AEEBBERURFRERAS RFTEESE) #
BEREKE RZZEZE=F-A=+AHA
Z(RZZEE-_F+RAR=1+—HAE0.22) °
AEBFEAE RRITEH492,143,000%
T AR ETRIARE - XEBEBR
KR EEWN  BHEMRRERE - SER
—EE-FRNA=ZTHUEIMNCEAEE
(R—ZEZE-_F+-_B=+—RHAE) -

SERLERBHAEPHHEMRAELAN
AE R ER$£23,679,0008 T (R-_ET =
F+ZA=1+—HBHHEIEER23,679,000/%
J) P B —RBIOIRAEE-—KR2EW
B2 R H _ER 495,000,000 7T 2 1= AL
BB ARRBLELARER  UAERZ
ZE=F—ANB KARMPEEERT
RENTERER  (FAERARE—RH
FEHEEELHARBS50000005T (4
4,700,000 T2 EE) CERBE ZER ©
Br LA EER _TE=FANA=ZTAHL
BEANIAEE -

The Group acquired the entire shareholding in Dawning Information
Industry Company Limited (“Dawning”) and its subsidiaries and the
consideration of the acquisition was partly satisfied by the issuance
of convertible notes with an aggregate principal amount of
HK$100,467,000. The convertible notes were converted to
516,541,335 new ordinary shares in the Company at a conversion
price of HK$0.1945 per share on 27 February 2003. As at 30 June
2003, the Group has no long-term borrowing. The Group'’s gearing
ratio (on the basis of total borrowings divided by shareholders’
equity) maintained at a level as zero as at 30 June 2003 (31
December 2002: 0.22). Cash in hand and bank balances of the
Group amounted to approximately HK$92,143,000 and were all
denominated in Hong Kong dollars, US dollars and Renminbi. The
financial position of the Group was healthy because it was not
exposed to material risks arising from fluctuated exchange rates. As
at 30 June 2003, the Group had not pledged any asset (as at 31
December 2002: Nil).

The Group has made commitment and given guarantee totalling at
HK$23,679,000 (31 December 2002: commitment of
HK$23,679,000) for the disposal of certain units of La Residence.
In addition, the Company provided corporate guarantee in
connection with a loan facility up to HK$5 million contemplated
in a letter of credit granted by a bank to a wholly owned subsidiary
of the Group. On 9 January 2003, the Company also provided a
guarantee in favor of CITIC Industrial Bank, Wuhan Branch (the
“Bank”) to secure a loan facility of RMB5 million (approximately
HK$4.7 million) granted by the Bank to a jointly controlled entity
of the Group. Save as disclosed above, the Group had no material
contingent liability as at 30 June 2003.
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The proposed capital reorganisation submitted to shareholders by
the board of directors of the Company was approved by shareholders
at the special general meeting held on 28 April 2003. Upon the
completion of the capital reorganisation, the nominal value of
existing shares of the Company changed to HK$0.01 per share and
the authorised capital was HK$200 million. Since the nominal value
of the share capital of the Company was reduced from US$0.025 to
HK$0.01 per share, the issued share capital of the Company
decreased from HK$1,342,848,000 to HK$68,931,000 by the
cancellation of HK$1,273,917,000 in the share capital of the
Company and an amount of HK$377,863,000 standing to the credit
of the share premium account of the Company was cancelled,
HK$1,188,390,000 and HK$463,390,000 were applied in eliminating
the accumulated losses and crediting to the contributed surplus
account of the Company respectively. The reorganisation itself does
not have any effect on the Group’s underlying assets, operations,
management or state of affairs, except for enabling the Company to
declare dividends to shareholders at an earlier opportunity than by
generating profits to offset such losses.

During the first half of 2003, the Company entered into a share
transfer agreement and a supplemental agreement related thereto
with Dragon Alliance Group Limited, an independent third party, to
acquire the entire equity interest in Treasure Land Enterprises Limited
(“Treasure Land”) at a cash consideration of HK$61.6 million.
Treasure Land owned 20% interests in 5= F 4% X i A ¥ B IR 19
R AR (“EmA K#"”), which was engaged in the research,
development, growing and cultivation of horticultural plants. In
accordance with the terms of the transfer agreement and the related
supplemental agreement, the Company was entitled to receive,
through Treasure Land, 20% of the distribution, including dividends,
declared by EF 4 A as at and after 1 January 2003. The Company
will satisfy the payment by internal resources.
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The Group did not raise any fund during the period under review.
In the first half of 2003, the Group endeavored to improve the
liquidity of its working capital to ensure an efficient application of
fund and dispose of its properties held for sale at reasonable prices
to increase the inflow of cash. On the other hand, the Group adopted
a prudent approach on capital expenditures and strictly controlled
its operating costs.

During the period under review, no material change has been made
to the corporate structure of the Group. As at 30 June 2003, the
Group had approximately 800 staff in total, which is comparable to
the headcount as at the end of 2002. In addition to remuneration
and benefits, the Group also operated a share option scheme
pursuant which options would be granted to eligible employees.

Dawning

During the first half of the year, Dawning strove to operate against
the unfavorable environment under intensive market competition
and impact of the Severe Acute Respiratory Syndrome (“SARS”).
Through active exploration of market and improvement in
management, the sales of servers reached HK$55.64 million,
representing an increase of 37% when compared with the
corresponding period of 2002. Upon effective strategic exploration
of key markets with an aim to establishing itself as a prime brand
name of the high-end servers, the company won the tenders in
respect of high schools in western China, a land tax project in
Xinjiang and a GIS project for oil exploration. Success in winning
the bids strengthened the leading position of the company in the
education field and represented a new venture into taxation and oil
industries. Meanwhile, the company continued the opening of sales
channels to maintain the existing share in low to medium-end server
market. Due to the outbreak of SARS, Dawning has also experienced
difficulties in negotiating contracts, processing tenders and
performance of contracts. Nevertheless, Dawning was determined
to explore markets of its own and realised that crises meant
opportunities. A number of primary schools in Beijing have
established “on-line classrooms” to deal with SARS and Dawning
servers were widely used.
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Dawning (Continued)

Dawning placed great efforts in reorganisation of corporate structure
and technological advancement. The growth of cost was contained
by streamlining operation and headcount as well as overall budgets
management. In respect of technology development, with supports
from National Research Centre for Intelligent Computers Systems,
National Research Centre for High Performance Computers and
Computer Research Institute of China Science Academy, Dawning
4000L servers with a computing speed of 4,200 Giga Floating point
Operation per Second (“GFLOPS”) have been jointly launched by
Dawning and the above parties in March 2003. Dawning 4000L
server is the largest data processing server ever developed by local
manufacturers. On 9 June 2003, a PRC-based GIS Company
purchased the Dawning 4000L server, representing the first and
formal step of Dawning high-end servers into the commercial field.

Comparing with the corresponding period of 2002, the amortisation
period for goodwill, an intangible asset, arising from the acquisition
of Dawning has been shortened from 10 years to 5 years and as a
result, the amortised amount increased from HK$6.45 million of the
corresponding period of last year to HK$17.58 million in the period
under review. Accordingly, greater losses were recorded from high-
tech computers and servers manufacturing activities and hence the
losses attributable to the Group were also increased.
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Jingke Electronic and Jingke Information

Wuhan Jingke Electronic Co., Ltd. (“Jingke Electronic”) and Wu
Han Jingke Information Industry Co., Ltd. (“Jingke Information”),
have been mainly engaged in manufacturing quartz oscillators used
in the production of various electronic products (semi-finished
products), resonators (final products), SMD and related devices. The
construction of the Jingke Industrial Park invested by the company
in the Investment Zone of Taiwan Merchants in Wuhan is near
completion. Furnishing of plants and purification of workshops are
in progress actively. The existing equipment of Jinke Electronic and
the newly acquired equipment of Jinke Information are moving in
by phases and installation, tuning and trial run have already
commenced. Upon the completion of incorporation and the
commencement of production of the company, it will become the
largest and most sophisticated quartz manufacturers in the PRC.
Meanwhile, combination and management of customer resources
have been improved. The company has put more efforts in its
marketing activities through direct communication with potential
valuable clients. In addition, the company has formed a strategic
alliance with two industry players in Shenzhen to maximise the
efficiency and expertise in production, sales and technology amongst
them.

With the delay in the completion of the park due to the outbreak of
SARS, incompleted delivery of new equipment and the removal of
the plant, commercial operation has been postponed. During the
first half of the year, Jingke Electronic recorded sales revenue of
HK$1.73 million. The Group has assigned personnel to supervise
the operation at the plant of Wuhan to facilitate production since
April 2003, especially to speed up the operation of the SMD
production line which possesses greater competitiveness to generate
income as soon as practicable.
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Beijing CPT

The Group holds a 55% interests in Beijing CPT Bluetus Co., Ltd.
(“Beijing CPT”). Beijing CPT has been mainly engaged in the
development of network storage systems for corporations and the
provision of professional technical advice, program designing and
structural planning services for finance, telecommunications, media,
government and education sectors with a broadband multimedia
content service platform system. Through the cooperation with
Dawning and other major system integrators, together with its own
research and development in multi-media application platform
technology, Beijing CPT has accumulated considerable experience
in network and broadband multimedia platforms. However, the core
technology, broadband multi-media technology, is unable to generate
satisfactory returns given the immature broadband market.

In light of resources integration, the Group reviewed the operation
of Beijing CPT and the “New Business Department” under Dawning
during the first half of the year. Overlapping in activities was found
between the two arms while they were complementary to each
other in terms of technology. Both of them are engaged in network
storage technology but with different focuses. Moreover, the New
Business Department is not the integral element to the server business
of Dawning. Accordingly, the Group has decided to reorganise the
two arms. Dawning intensified its investment in Beijing CPT with
the research and development expenses originally set aside for the
New Business Department while the latter will be consolidated into
Beijing CPT. At the same time, the operations of the two arms shall
be rationalised to make use of each other’s expertise and to develop
market jointly. Electronic signature systems for legal and public
security purposes have been launched and received considerable
sales revenue. As redundant staff members had been laid off upon
rationalisation, costs were reduced effectively.

Property

The performance of the Group’s non-core property division has been
stable. During the period under review, the Group disposed of 18
units in La Residence in Shanghai, generating cash proceeds of
HK$18.19 million. The Group has already disposed of a number of
units and units available for leasing were decreasing. With the
outbreak of SARS, the occupation rate of La Residence was far from
satisfactory and rental income also decreased by 20% when
compared with the corresponding period of 2002.
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Financial Services

The Group did not focus on its financial services, another non-core
division, during the period under review and, save for existing loans,
no money lending business has been operated.

Dawning

The macro economic environment of the PRC is continuously
improving in 2003 when compared with 2002. It is expected that
economic growth will be maintained throughout the year, thus
driving the development of the electronic information industry. With
respect to the server market in which Dawning is operated, demand
for network servers from government authorities, scientific research
institutes, enterprises and residential communities will have steady
growth during the second half of 2003. Dawning will implement
projects confirmed but lag behind the schedule due to the outbreak
of SARS during the first half of 2003. On the other hand, Dawning
intends to explore markets in various sectors with its overwhelming
preeminence in the market of high power servers so as to increase
its sales in sectors of meteorology, oil, education, government and
military force. With the commercial launching of Dawning 4000L
super servers, the market recognition of Dawning as a brand name
has been further enhanced. This is definitely beneficial to the sales
in various market sectors. In connection with marketing channels
and platform management, Dawning plans to take an active role in
market development with channels and platforms of its own while
improving the operation mechanism of platforms in order to reinforce
internal control and to minimise exposures. Barring any material
change in the market, it is expected that the sales and operation of
Dawning for the second half of 2003 will outperform the first half
of the year.
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Dawning (Continued)

In connection with technological development, Dawning has
allocated more resources to research and development to take the
lead to develop technologies related to high-end servers, and has
become a strategic partner of AMD, a well-known international
corporation, in July 2003 for a proposed joint project regarding the
development of Dawning 4000A servers with a computing speed of
over 10,000 GFLOPS. The cooperation is favorable for Dawning to
maintain its leading position in the market of high power servers.
With respect to internal management, Dawning will further
rationalise the management mechanism by focusing on the
improvement of sales and marketing function, controlling the costs
strictly, reinforcing the control of trade receivables and sales on
credits, setting up an internal audit supervision system. It is
considered that all these efforts will contribute to the further success
of Dawning. The Group will render its financial supports depending
on the particulars of contracts executed in the normal course of
business.

Jingke Information

It is expected that, upon the completion of the Jingke Industrial
Park, Jingke Information’s existing equipment and new equipment
imported from Hoxin Co. Ltd. of Japan will be all relocated to the
new plant and be put into full commercial operation since then. By
then, Jingke Information’s production technology and efficiency as
well as product quality will be greatly enhanced. It will become
one of the largest manufacturers of quartz in the PRC. Jingke
Information works together with Hoxin Co. Ltd. of Japan to produce
SMD products for the Japan market according to the cooperation
agreement. The project will reinforce the market image and
competitiveness of products of Jingke Information and improve the
economy of scale. Meanwhile, contributions from the Japanese party
mentioned above will certainly be helpful for Jingke Information to
establish scientific systems for production, technology, management
and marketing functions. Jingke Information has acquired a new
production line for semi-finished products that is the most
sophisticated one in the PRC. Upon the completion of trial run and
necessary adjustments, the line will be put into commercial operation
and is expected to bring about significant return to Jingke
Information.
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Jingke Information (Continued)

Jingke Information has formed a strategic alliance with 2
manufacturers in Shenzhen. Based on the sound productivity and
technological level of Jingke Information, together with the dominant
capability in market development and efficient production
management of the partners, beneficial synergy is expected to
generate accordingly, enabling the company to capitalise on
opportunities for corporate development.

Beijing CPT

Beijing CPT intends to accomplish the industrial and commercial
documentation procedures regarding the reorganisation of the “New
Business Department” jointly formed by itself and Dawning by the
end of September 2003. Upon the completion of the reorganisation,
existing activities of Beijing CPT, namely network storage and
network multi-media, will be enhanced while additional operations,
including electronic signature and sales of ATM, will be launched.
Notwithstanding the wider scope of business, the headcount of
Beijing CPT has decreased to the contrary. As a result, Beijing CPT
is able to reduce its costs to a certain extent, thus improving its
prospects. In order to bring about a new look, Beijing CPT will
continue to strengthen its existing network broadband application
technologies and endeavor to develop newly acquired businesses.
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EmB At

E AR K His mainly engaged in the research, development, growing,
cultivation and sales of horticultural plants. In the second half of
2003, EF AR RHwill complete a number of afforestation projects
in Kunming, Beijing, Guangzhou, Shenzhen and Nanchang.
Meanwhile, domestic gardening plants leasing services will also be
launched, which is expected to become a reliable income source of
E B4 K. Currently, government authorities in various provinces
and cities have promulgated stringent requirements on afforestation
and citizens have posed more concerns on living environment.
Therefore, £ 4 K will enjoy ample room for business
ERARM

recorded an unaudited profit of approximately RMB18 million,

development in future. During the first half of 2003, =

representing a substantial increase of over 90% when compared
with the corresponding period of 2002. It is also expected that
prudently optimistic operating results will also be delivered in the
second half of 2003.

EFA KM is able to fulfill
certain requirements for domestic and international listing. For the
EM A KHhis striving to seek

listing opportunities as well as other funding channels.

With steady growth for over 3 years,

purpose of business development,

Property

In order to concentrate all resources on high-tech core divisions
with higher profitability, the Group will keep on identifying
opportunities to realise its remaining properties held for sale in the
market at reasonable prices.

The Group will adhere to its committed policy of identifying feasible
projects with high potential in the immense information technology
industry to enlarge its income source and provide good return to its
shareholders.



