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EBRNEEBBRAF ([ARAF])ESE2([F  The Board of Directors (the “Directors”) of Hong Kong
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Pharmaceutical Holdings Limited (the “Company”) announces
the unaudited condensed consolidated interim results of the
Company and its subsidiaries (the “Group”) for the six months
ended 30 September 2003 (the “Period”), together with
comparative figures for the corresponding period in 2002. The
condensed consolidated interim financial statements have not
been audited, but have been reviewed by the Company’s audit
committee.

HHEAEERER CONDENSED CONSOLIDATED PROFIT AND LOSS
ACCOUNT
BEAA=+HLXEA
For the six months
ended 30 September
—EE=HF —EE-F
2003 2002
(REX) (REEX)
(Unaudited) (Unaudited)
W 3 F % F %
Notes HKS$’000 HKS$’000
BER TURNOVER 4 60,669 49,806
§H & B R Cost of sales (39,348) (33,545)
EF Gross profit 21,321 16,261
H U A K & A Other revenue and gains 4 2,071 2,203
HE R HKA Selling and distribution costs (15,710) (17,866)
TR X Administrative expenses (12,930) (14,513)
HA & & B Other operating expenses (1,213) (13,358)
ReExBKEE LOSS FROM OPERATING ACTIVITIES 5 (6,461) (27,273)
Bl & K A Finance costs 6 (3,325) (3,527)
MR B AT 1B LOSS BEFORE TAX (9,786) (30,800)
18 Tax 7 (1) (1)
R DERR LOSS BEFORE MINORITY
EEAER INTERESTS (9,787) (30,801)
DR R S Minority interests 1,455 7,608
BREMLBE NET LOSS FROM ORDINARY ACTIVITIES
XBEEFH ATTRIBUTABLE TO SHAREHOLDERS (8,332) (23,193)
BEREBEE-EX LOSS PER SHARE — BASIC 9 (0.59) fllicents (1.68) fllicents
MR R & *  For identification purpose only
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BHFAEEERAER CONDENSED CONSOLIDATED BALANCE SHEET
—BE=F —EE=HF
hB=+8 =A=+-—8

30 September 31 March
2003 2003
(REEZR) (BERZ)
(Unaudited) (Audited)
Wi F %A F %A
Notes HKS$000 HKS$000
kRBEE NON-CURRENT ASSETS

EE & E Fixed assets 116,957 120,411

BEAE Intangible assets 13,180 13,566

BES Goodwill 13,971 14,528

REtE NA] 22 Interests in associates 583 583

RH®EE Long term investments 1,175 1,175

145,866 150,263

REBEE CURRENT ASSETS

FE Inventories 21,635 18,556

FEWE 5 KRR Trade receivables 10 8,366 4,669

JETRIA - & K& Prepayments, deposits and

H b & YR other receivables 22,981 21,506

JEUH TR A E  Due from intermediate holding

g companies 11 13,000 13,378
AR E Short term investments 3,623 2,720
HE KIS ZEEIEE Cash and cash equivalents 36,498 38,844
106,103 99,673

REBAE CURRENT LIABILITIES

FEH & 5 BR 5 & ZE ¥ Trade and bills payables 12 24,466 22,034

FE 5 B 18 Tax payable 651 651

H At BT IE R Other payables and

FE 5 3K I8 accruals 51,456 47,008
HRAT IR E 18 Bank and other borrowings 13 147,347 137,628
B 5 Provision - 115

223,920 207,436

RBEEFH NET CURRENT LIABILITIES (117,817) (107,763)

EEHEBER TOTAL ASSETS LESS CURRENT

REBEE LIABILITIES 28,049 42,500

ERBEE NON-CURRENT LIABILITIES

1T R H b & 5K Bank and other borrowings 13 14,834 19,453

BEMHE R FIE  Finance lease payables 69 114

B 5 Provision 536 536

15,439 20,103

LERRER MINORITY INTERESTS 12,476 13,931

134 8,466

B 2N & 7% 1 CAPITAL AND RESERVES

BEITRAK Issued capital 14 140,379 140,379

ik 1 Reserves 15 (140,245) (131,913)

134 8,466
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IGLEE S k- CONDENSED CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

BERAR=1+HLXEA
For the six months
ended 30 September

—ge=F —gE=fF
2003 2002
(REER) (REER)
(Unaudited) (Unaudited)
T #H T T #H T
HK$°000 HK$°000
MR A—HBZRE  Total shareholders’ equity at 1 April 8,466 65,377
S AR
xR FEM B E X7  Net loss from ordinary activities attributable to
EBFE shareholders (8,332) (23,193)
BRI - B Issue of shares, including
1% 15 5% B share premium - 352
RAAR=+HBZ Total shareholders’ equity at
% 3R 5 B RR 30 September 134 42,536
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—EE-F
2002
(RBER)
(Unaudited)
F # T
HK3$°000

(12,730)
(2,441)

(1,664)

(16,835)
25,057

8,222

5,178

3,044

HEAAERERER CONDENSED CONSOLIDATED CASH FLOW
STATEMENT
BZEAA=+RHLEAEA
For the six months
ended 30 September
—EET=F
2003
(REEXR)
(Unaudited)
T % T
HKS$’000
REEK 2 NET CASH OUTFLOW FROM OPERATING
BeREFE ACTIVITIES (3,960)
RETEBH2HE NET CASH OUTFLOW FROM INVESTING
mHBEE ACTIVITIES (1,297)
MEETHZEE NET CASH INFLOW/(OUTFLOW) FROM
RS GRd) FINANCING ACTIVITIES 2,911
FE -
HeRBEE DECREASE IN CASH AND
ZEEBRD CASH EQUIVALENTS (2,346)
HuzRe Rk Cash and cash equivalents at beginning
ReEEMBEEER of period 8,844
BMRzRER CASH AND CASH EQUIVALENTS
Re%EHER AT END OF PERIOD 6,498
ReRBELEHE ANALYSIS OF BALANCES OF CASH
HEESDH AND CASH EQUIVALENTS
RERBITHER Cash and bank balances 6,498
DR = E A B H Time deposits with original maturity of
2 EHER less than three months when acquired -
6,498

8,222



NOTES TO UNAUDITED CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS
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RZTET=FHAA=+H XEEHES
REAEIFREA117,817,0008 L (T =
F=H=+—H : 107,763,000/ 7T) ' Mir
AAREZRENI34,000ET(—CEE=F=4
—+—H :8,466,000/87T) - REERIA © &
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8,332,000 T (ZZ & = F : 23,193,000/
J0) + MR RIREEEHE B R 492,346,000
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BIZERTRE - B EE4739,987,000
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BASIS OF PRESENTATION

At 30 September 2003, the Group had consolidated net current
liabilities of approximately HK$117,817,000 (31 March 2003:
HK$107,763,000) and consolidated net assets of approximately
HK$134,000 (31 March 2003: HK$8,466,000). The Group also
incurred a net loss from ordinary activities attributable to
shareholders for the Period of approximately HK$8,332,000
(2002: HK$23,193,000) and reported a decrease in cash and
cash equivalents for the Period of approximately HK$2,346,000
(2002: HK$16,835,000).

During the previous financial year ended 31 March 2003 and up
to the date of approval of these unaudited condensed consolidated
interim financial statements, the Group defaulted on the repayments
of certain bank and other borrowings. The Group has initiated
discussions with the banks and other lenders with a view to
arranging a rescheduling and/or refinancing of its bank and
other borrowings (the “Debt Restructuring Arrangements”). Up
to the date of approval of these unaudited condensed consolidated
interim financial statements, certain fixed terms or binding
agreements in respect of the Debt Restructuring Arrangements
have been agreed upon or executed as further explained below.

The details of the terms of the Debt Restructuring Arrangements
with banks and other lenders are as follows:

(a)  Pursuant to clause 7 of the loan agreement dated 29
March 2000 entered into between China Vantage Limited
(“China Vantage”), a wholly-owned subsidiary of the
Company, and Sin Hua Bank Limited, now known as
Bank of China (Hong Kong) Limited (the “Bank”), an
instalment repayment of approximately HK$3,999,000
was due on 27 April 2003. China Vantage defaulted on
the repayment of such instalment. In accordance with
clause 17 of the aforementioned loan agreement, in the
event of default, the Bank can declare the total outstanding
sum payable under the loan agreement of approximately
HK$39,987,000 as immediately due and payable. China
Vantage has subsequently been negotiating with the Bank
firstly, to waive its rights under clause 17 and secondly,
to defer the repayment of such instalment, together with
another instalment, amounting to approximately
HK$7,997,000 that falls due on 27 April 2004, to 30 June
2004. As the negotiation to obtain the extension has not
yet been agreed by the Bank, the total loan balance of
approximately HK$39,987,000 becomes immediately due
and payable and, accordingly, it is classified as a current
liability in the balance sheet.
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1.

BASIS OF PRESENTATION (continued)

(b)

(©

(d)

(e)

Pursuant to clause 5(a) of the HK$40,000,000 convertible
note (the “Note”) issued by the Company in favour of the
Bank on 27 April 2000, the second and third instalment
repayments of the principal amount of HK$2,000,000 and
HK$4,000,000 fell due on 27 April 2003 and 27 October
2003, respectively. The Company defaulted on the repayments
of both instalments. In accordance with clause 10 of the
Note, in the event of default, the Bank can declare the
then total outstanding sum payable under the Note of
HK$38,000,000 as immediately due and payable. The
Company has subsequently been negotiating with the
Bank firstly, to waive its rights under clause 10 and
secondly, to defer the repayments of the second and third
instalments, together with the fourth instalment, amounting
to HK$4,000,000 that falls due on 27 April 2004, to 30
June 2004. As the negotiation to obtain the extension has
not yet been agreed by the Bank, the total balance of
HK$38,000,000 is immediately due and payable and,
accordingly, it is classified as a current liability in the
balance sheet.

On 29 October 2003, Shanghai Hua Xin High Biotechnology
Inc. (“Hua Xin”), a subsidiary of the Company, defaulted
on the full repayment of a loan from Shenzhen Development
Bank Co., Ltd. (“Shenzhen Dev. Bank”), amounting to
approximately HK$28,200,000. On 31 October 2003,
Shenzhen Dev. Bank agreed, in writing, its approval to
defer the repayment to 8 May 2004.

On 11 November 2003, Hua Xin defaulted on the full
repayment of a loan from the Bank of Shanghai Co., Ltd.
(“Bank of Shanghai”), amounting to approximately
HK$7,520,000. On 11, 12 and 20 November 2003, the
defaulted amount was fully repaid by Hua Xin and the
guarantor of the aforementioned loan, Shenzhen Weiji
Investment & Development Co., Ltd. (“Shenzhen Weiji”),
amounting to HK$978,000 and HK$6,542,000, respectively.

The Company has issued HK$12,254,400 of other convertible
notes (the “Other Notes™) to independent third parties in
prior years as a consideration for the acquisition of a
subsidiary in Mainland China. According to the terms of
the Other Notes, on 30 March 2003, the noteholders were
entitled to require the Company to redeem one-third of
the principal amounts of the Other Notes amounting to
approximately HK$4,085,000; or exercise the conversion
rights to convert the same amounts into new ordinary
shares of the Company. On 30 March 2004, the noteholders
would then be entitled to require the Company to redeem
the remaining two-thirds of the principal amounts of the
Other Notes amounting to approximately HK$8,169,000;
or to exercise the conversion rights to convert the same
amounts into new ordinary shares of the Company. On 20
November 2003, the holders of the Other Notes agreed, in
writing, with the Company to defer the redemption of the
first instalment of the principal amounts of approximately
HK$4,085,000 to 1 April 2004. As at 30 September 2003,
both amounts will be repayable within one year, and,
accordingly, they are classified as current liabilities in
the balance sheet.
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1.

BASIS OF PRESENTATION (continued)

(f)  As at 30 September 2003, Hua Xin defaulted on the
repayments of certain other loans, amounting to
approximately HK$9,174,000, that were due both during
the current period and prior years. Amongst the defaulted
other loans, the lenders of loan balances of HK$1,927,000
agreed, in writing, their approval to defer the repayments
to 31 December 2004. As a result of the loan extension
arrangements, the balances of HK$1,927,000 will not be
repayable within one year and, accordingly, are classified
as non-current liabilities in the balance sheet.

(g) As at 30 September 2003, Hua Xin had other loans
amounting to approximately HK$8,581,000, originally
falling due on 31 December 2003. The lenders of such
other loans agreed, in writing, their approval to defer the
repayments to 31 December 2004. As a result of the loan
extension arrangements, the balances of HK$8,581,000
will not be repayable within one year and, accordingly,
are classified as non-current liabilities in the balance
sheet.

(h)  Guizhou Ensure Medical Company Limited (“Ensure
Medical”), a subsidiary of the Company, had an other
loan amounting to approximately HK$2,820,000 falling
due on 9 June 2003. On 31 March 2003, the lender of
such other loan agreed, in writing, its approval to defer
the repayment to 31 December 2004. As a result of this
extension arrangement, this amount will not be repayable
within one year and, accordingly, it is classified as a non-
current liability in the balance sheet.

The directors have prepared these condensed consolidated
interim financial statements on a going concern basis as they
believe that:

(a) there will be continuing financial support from the
Group’s banks and other lenders;

(b)  there will be new capital injected by independent third
parties; and

(c) the Group will have sufficient working capital for its
operational requirements.

Should the Group be unable to achieve the above and continue
in business as a going concern, adjustments would have to be
made to restate the values of assets to their recoverable
amounts, to provide for any further liabilities which might arise
and to reclassify non-current assets and liabilities as current
assets and liabilities, respectively.
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ACCOUNTING POLICIES

The unaudited condensed consolidated interim financial statements
are prepared in accordance with Hong Kong Statement of
Standard Accounting Practice (“SSAP”) No. 25 “Interim financial
reporting” issued by the Hong Kong Society of Accountants and
Appendix 16 to the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited.

The accounting policies used in the preparation of the condensed
consolidated interim financial statements are the same as those
used in the annual audited financial statements for the year
ended 31 March 2003, except that the Group has changed
certain of its accounting policies following the adoption of the
following revised SSAP and Interpretation issued by the Hong
Kong Society of Accountants which are effective for the first
time in the preparation of the current period’s condensed
consolidated interim financial statements:

. SSAP 12 (Revised) : “Income taxes”
. Interpretation 20 :

“Income taxes — Recovery of
revalued non-depreciable assets”

A summary of their major effects is as follows:

SSAP 12 prescribes the accounting for income taxes payable or
recoverable, arising from the taxable profit or loss for the
current period (current tax); and income taxes payable or
recoverable in future periods, principally arising from taxable
and deductible temporary differences and the carryforward of
unused tax losses (deferred tax). The SSAP has had no
significant impact on the Group’s results for the current or
prior accounting periods. Accordingly, no prior period adjustment
is required.

Interpretation 20 requires that a deferred tax asset or liability
that arises from the revaluation of certain non-depreciable
assets and investment properties is measured based on the tax
consequences that would follow from the recovery of the
carrying amount of that asset through sale. This policy has been
applied by the Group in respect of the revaluation of its
investment properties in the deferred tax calculated under SSAP
12.
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3. SEGMENT INFORMATION

SN VA S 4

The following tables present the Group’s revenue and results

BREBIHEIWMARES  RiZMES analysed by business segments and revenue by geographical
ZLBZ)\Z 5 AT segments for the six months ended 30 September:
(a) EXHH%E (a)  Business segments
SERER  LUPAREERER  NXRE LERER £# &4
Sum yung and Biotechnological
pharmaceutical and transgenic Property Corporate
products products investment and others Eliminations Consolidated
(REEH) (REEH) (REEH) (REEH) (REEH) (REEH
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
2003 2002 2003 2002 2003 2002 2003 2002 2003 2002 2003 2002
tRA TEL fRA TEAL TEA TEA FEL FRA FEL FEL TREA TER
HKS'000  HKS'000  HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000
AEUA Segment revenue:
ETHINER Sales to external
customers 9734 4530 9136 2471 1,200 194 599 1 - - 00,609 49,806
FBABHEZEESR  Intersegment sales 90 144 - - - - - - (90)  (144) - -
EfgA Other revenue wooomm 3 - - - - - S R
gz Total 50,144 45946 9309 2,854 1200 1,194 599 ! (90)  (144) 6L162 50,621
NEER Segment results W (6310)  (3,123) (1L162) 1,056 1088 (6213)  (7.820) (8,039) (24,205)
T“ g &FXH ML Interest and dividend income 675 1,283
AR YA RZT Unallocated revenue and gains 903 135
ARLEX Unallocated expenses - (4456)
S Loss from operating activities (6461) (27273)
RERAK Finance costs _(335) ()
RitaER Loss before tax (9,786) (30,800
Tax (1) (1)
READHRRER  Loss before minority
iER interests (9,787) (30.801)
HYERRER Minority interests 1,455 7,608
REREEFER  Net loss from ordinary activities
BEEE attributable to shareholders (8332) (23,193
(b) S HE (b)  Geographical segments
g8 T E RE
Hong Kong Mainland China Consolidated
(REER) (REER) (REER)
(Unaudited) (Unaudited) (Unaudited)
2003 2002 2003 2002 2003 2002
TEL THEL THEL THEL FTEL FT#EA
HKS$°000 HKS$°000 HKS$°000 HKS$°000 HKS$°000 HKS$°000
DU AT Segment revenue:
& T H I Sales to external
2P customers 24,090 26,740 36,579 23,066 60,669 49,806

‘*’%ﬂ%?j&ﬁﬁ% -



- Hong Kong Pharmaceutical Holdings Limited Interim Report 2003/2004

10

ERE HEUAREA
BEPIEMMA S HERE (K

REREEFTNER)  CRERBZEE -
REEMEC W R EERSEYEA -

ERE - EMWRARBNSTOT

BEE
SERHMZHEE

AP EEER
Hon 2 HE
MERE-HoBKA
Hit

Htt AR &F
FEWA
SR PN

Hith

REEBEBR

AEBEEEBBREMNG, GIA)T

FIER

HEFEZRA
e

2 2 5
ey 50 28 5
BVAEREBR

EREHETRERER

(BH) /B8

4. TURNOVER, OTHER REVENUE AND GAINS

investment properties during the Period.

Turnover

Sale of sum yung and pharmaceutical
products

Sale of biotechnological and transgenic
products

Property investment — gross rental income

Others

Other revenue and gains
Interest income

Dividend income

Others

5.  LOSS FROM OPERATING ACTIVITIES

Cost of inventories sold

Depreciation

Amortisation of goodwill

Amortisation of know-how

Impairment loss of intangible asset

Unrealised (gain)/loss on revaluation of
short term listed investments

Turnover represents the net invoiced value of goods sold, after
allowances for returns and trade discounts; the value of services
rendered; and gross rental income received and receivable from

An analysis of turnover, other revenue and gains is as follows:

BEAA=ZTHLKEAR
For the six months
ended 30 September

—EE=F
2003
(REER)
(Unaudited)
T #H T
HK3$°000

49,734

9,136
1,200
599

60,669

598
77
1,396

2,071

—EEC-F
2002
(REEZ)
(Unaudited)
F#H T
HK3$°000

45,370
2,471

1,194
771

49,806

1,092
161
950

2,203

The Group’s loss from operating activities is arrived at after
charging/(crediting):

BEARA=Z+HLXEA
For the six months
ended 30 September

—zE=f
2003
(REEX)
(Unaudited)
T &L
HKS$°000

39,110
3,933
557
548
403

(903)

—sE=F
2002
(REEZ)
(Unaudited)
T &L
HK$°000

33,201
5,982
755
1,216
1,300

3,161
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FINANCE COSTS

BEANA=Z+HLAKEA

For the six months
ended 30 September

5 —
2003 2002
(REER) (REER)
(Unaudited) (Unaudited)
F#EL F#EL
HK3$’000 HK$’000
BERAFRNEH Interest on bank loans and other
TE 5\% ZRITERR borrowings wholly repayable within
b K2 AR five years 3,311 3,512
b éfﬁ ZAE Interest on finance leases 14 15
3,325 3,527
Bt 18 7. TAX
MR ASERPEAES AL ES KEE No Hong Kong profits tax has been provided for because the
FERBLRF - AR BT B S B Group had no significant estimated assessable profits arising in
B ZEZE_F \E) c HiE 2 ERM Hong Kong during the Period (2002: Nil). Taxes on profits
A DR AR B AL PR I 2 IRAT I R K assessable elsewhere have been calculated at the rates of tax
BEEBRBZEN  2REREME prevailing in the countries in which the Group operates, based
on existing legislation, interpretations and practices in respect
thereof.
HARAREERERL&ERNERKRBEEER No recognition of deferred tax has been made as the Group did
EREARE MAREETEAIKEE not have any significant unprovided deferred tax liabilities in
Eﬁ ﬁ%&zg BREMATEN 2 GRHEER 2 respect of the Period, and the recoverability of the potential
REHBEBEE - WA EERBELERE - deferred tax assets relating to tax losses and other deductible
temporary differences is uncertain.
HHRE 8. INTERIM DIVIDEND
EEETERRBEE_TT=FNA= The Directors do not recommend the payment of an interim
TAHLEANERZHHRE (ZTTF : 8) - dividend for the six months ended 30 September 2003 (2002:
Nil).
BRER 9. LOSS PER SHARE
BREAEEBDBREHEARREGR S The calculation of basic loss per share is based on the net loss
F 5 E1RF#4)8,332,000/8 7T (Z T ZF - from ordinary activities attributable to shareholders for the
23,193,000/ 7T) Kk i HA A B 217 E B AR Period of approximately HK$8,332,000 (2002: HK$23,193,000)
2 I 15 801,403,796,698% (— T Z —4F ¢ and the weighted average number of 1,403,796,698 (2002:
1,383,629,4850% ) 5t & © 1,383,629,485) ordinary shares in issue during the Period.
BREEHEANBRRITERNAR ZERE Diluted loss per share amounts for the six months ended 30
RABREBEERBELE  HAEED September 2003 and 2002 have not been presented because the
HE-_ZZ K -_FTE-_FNLA="TH effects of the assumed conversion of the share options and
WERBARRNzEREEERE - convertible notes of the Company during these periods were
anti-dilutive.
FE W E 5 R 10. TRADE RECEIVABLES
REBRLTHRHREMEY  BEEMRK The Group’s credit terms granted to customers of Chinese and

BRZEF ZEEHRIEIXR < LT EY
MEhEhsmzE P 255 R60E180
ZAN

other medicines, health products and dried seafoods range
between 30 and 90 days. The credit terms granted to customers
of biotechnological and pharmaceutical products range between
60 and 180 days.

11
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/\\
R

3@ A A
4z 618 A
72128 A
13Z 2418 A
itB 48 2418 A

%Eﬁﬂﬁzé%ﬁ%

,L

RINB R 1% 2558
RO -

4 to 6 months
7 to 12 months

Over 24 months

W R EER QT RIE

(a

JEU Tin Ming Management Limited
(ITin MingJ)le?gzooo;%ﬁ(ﬁ
FEF B R IE 491,184,000 7T) (ZFZ
=F5=A= + B : 11,472,000/ 7T

B 15 FI| B 3B 49864,0007% 7T ) I £ K
i Egz%/%nﬂg%ﬂ?mllé

AR _EENF=A=+—HmZH

%z°

.

fEUHong Tau Investment Ltd. ([Hong
Taul) Z K18 41,208,000 T (— T Z
=#=A=+—H : 1,906,000/ T)
AEER THAERER-_TZMN
FZA=+—HB=HzAEZE-

ENEZRARRER

AR E R 2 AR (DA 3

10.

Within 3 months

13 to 24 months

11.

12.

EHAENE SRS
Hi A

El HE)STWT :

b I //>

3EA A
4z 618 A
72121 A
13% 241E A
BB 2418 A

12

Within 3 months
4 to 6 months

7 to 12 months
13 to 24 months
Over 24 months

TRADE RECEIVABLES (continued)

An aged analysis of the trade receivables as at the balance sheet

date, net of provisions, is as follows:

—BEZF
AA=+AH
30 September
2003
(REER)
(Unaudited)
F#H T
HK3°000

7,170
672
305
195

24

8,366

—EE=F
=A=+-—8H
31 March
2003
(RE&)
(Audited)
F# 1
HKS$’000

4,117
109
407

11
25

4,669

DUE FROM INTERMEDIATE HOLDING

COMPANIES

(a)  The amount of HK$11,792,000 (including interest amounting
to approximately HK$1,184,000) (31 March 2003:

HKS11,472,000,

including interest

amounting to

approximately HK$864,000) due from Tin Ming Management
Limited (“Tin Ming”) is unsecured, bearing interest at
Hong Kong dollar prime rate plus 1% per annum and is

repayable on or before 31 March 2004.

(b) The amount of HK$1,208,000 (31

March 2003:

HK$1,906,000) due from Hong Tau Investment Ltd.
(“Hong Tau”) is unsecured, interest-free and is repayable

on or before 31 March 2004.

TRADE AND BILLS PAYABLES

An aged analysis of the trade and bills payables as at the
balance sheet date, based on invoice date, is as follows:

—gE=F
hA=+H
30 September
2003
(REER)
(Unaudited)
T
HKS$°000

10,860
3,490
2,853

429
6,834

24,466

—gT=%
ZA=+-—H
31 March
2003
(REX)
(Audited)

T &L
HK3$°000

9,401
4,618
362
854
6,799

22,034
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13. BANK AND OTHER BORROWINGS

32
Notes
(a)
Current portion of bank and other
borrowings (b)
Current portion of finance
lease payables
(b)
Trust receipts loans, secured
Bank loans:
Secured (i)
Unsecured (ii)

Convertible notes:
Bank convertible note, secured
Other convertible notes, unsecured

Other loans, unsecured

Represented by:

Bank and trust receipts
loans repayable:
Within one year or
on demand

Convertible notes repayable:
Within one year or
on demand
In the second year

Other loans repayable:
Within one year or
on demand
In the second year

Total bank and other borrowings

Portion classified as current liabilities  (a)

Long term portion

(ii1),(iv),(v)

‘*’%ﬂ%ﬁﬁﬁﬁ% -

—2T=F —®B=F
AA=+H =H=+—H
30 September 31 March
2003 2003
(REEER) (BER)
(Unaudited) (Audited)
% T #H T
HK3$°000 HKS$°000
147,240 137,507
107 121
147,347 137,628
1,706 1,976
50,327 47,507
31,960 31,020
83,993 80,503
38,000 38,000
12,254 12,254
50,254 50,254
27,827 26,203
162,074 156,960
83,993 80,503
50,254 46,169

- 4,085

50,254 50,254
12,993 10,835
14,834 15,368
27,827 26,203
162,074 156,960
(147,240) (137,507)
14,834 19,453

13
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RITR

H b t& =% (&)

X

0]

(i)

(iii)

(iv)

VERRI A - EERR R B RITEUSIRTT
b iaﬁﬁﬂmmm%mvﬁﬁ
%@ﬁi IBITERZ FIE AF 5584
ERAR= ??mimﬁ +hBE
BoRTERDHENNAEERERR
1B #44,693,000%8 T 2 EE KM — K M
Kﬂﬂ%%%ﬁﬁiiﬁﬁ%$&h
B2 AR —RINEERE S EERE
A o - i#\%F%W%A¢%
B 7% i 3% M 5E 20(e) ©

/ﬂﬂx%

REEA - EM—BEEHEERA
a ([—1f55E iéDﬁEPI% RIRTTENS

RITER - ©%84)/5940,000 7T © A
{’E%ﬁ@é o PATE R & % 56.37

CEIEENRER _ZSENFELA -
JFfEMEJ&

REEH  BEREGERBELD
17755000,%7c<_::%£¢5)ﬁ5
—H 17, 915 ,000/% 7C) ~ 6,878,000;
T(ZEETE=F=ZA/A= + — A
5,468,000,%7@ 123,194,000/ 7T (==
% F=ZHA=+—H : 2,820,000/ T)
DRIBRES - — @ BB -

EHrERFEOEREERMS TE
Fro—MEE ORIER - BN
BERBEER *T(Hﬁd\\\\éﬁﬁj)&%%ﬁ
2 — BT B% 3R SR I8 5 B 49 & 2,256,000
E%E(:fgfifﬁEJr*El :
2,256,000/ 7T) ~ 4,089,000/ 7T (— &
T=-F=A= Jr*E 6,082,0003%
75) 2,820,000 L (ZTET=F=F1
=+—H : 2,820,000/ 7T) X 2,820,000
BLT(ZEZET=F=ZA=+—8:
2,820,000/ JT) ° T # 58 495,770,000
BLT(ZEZET=F=ZA=+—8:
3,937,000 7T) R fE FE =3 - J&
NFEHES 2 ERP 4470,000% T
TITEFE - MBRBEIFHNERTE -
FEA TR IYI42HE 2 B 3 49291,000/%
ﬁBT\EﬂLUM MeEzFMNE AT
o FEA T M BEIR M EEFT 2 ATRL R
‘fﬁz&fru%fﬂz%sﬁ cENTE=
BEZEMERZ FHERASSEZEIE -
R EERBMNERISERZ#
— S HBEI RSN ERRE R B
R 2% B 35 20(f) &2 20(g) °

EH ERRBREMLMERSE
17,755,000 ¢ - EFHRERRZ=ZZZF
FZA=Z+—HRRSZEMERE
%8 #91,927,000/8 7t 2 E R AER R R
—TT —F+-_A=+—HIHZE
fth B 30 478,581,000/ T 2 EAXAE E
EHE}E@?XHHL:KQfEE?EE‘Fi
H_+ H - AaREREERTH - &
%8 ££#4910,508,000/8 T #& T~ & A — &
V\j,aaa Eit - REEBERIIIEIE
REBAERE - REER  BEERBEME
%Aﬁ%ﬁﬁiw247000;%%(@%%750%@??
= H B3 2 7 TE1,880,000/5 7T)
IJ/Hﬂ&@i$rt/E$%%HHZ?AEP;HHE7J
BHREERTDEBEE L - HR
EERBERIERSEE -

gﬁ/
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13.

BANK AND OTHER BORROWINGS (continued)

Notes:

()

(iD)

(i)

(iv)

During the Period, Hua Xin obtained a bank loan amounting
to approximately HK$2,820,000 from Bank of Shanghai to
finance its working capital. The bank loan bears interest at
5.84% per annum and is repayable on 29 April 2004. The
bank loan is secured by a building of Hua Xin with a
carrying value of approximately HK$44,693,000 at the
balance sheet date and a corporate guarantee given by
Shenzhen Weiji, a company in which a director of the
Company, Mr. Sun Hiu Lu, is both a director and shareholder.
Further details are included in note 20(e) to the condensed
consolidated interim financial statements.

During the Period, Guizhou Ensure Chain Pharmacy Co.
Ltd. (“Ensure Chain”) obtained a bank loan amounting to
approximately HK$940,000 from China Construction Bank
to finance its working capital. The bank loan bears
interest at 6.37% per annum and is unsecured and
repayable on 22 July 2004.

As at the balance sheet date, unsecured other loans
comprised approximately HK$17,755,000 (31 March 2003:
HK$17,915,000), HK$6,878,000 (31 March 2003:
HK$5,468,000) and HK$3,194,000 (31 March 2003:
HK$2,820,000) attributable to Hua Xin, Ensure Chain
and Ensure Medical respectively.

Included in Hua Xin’s unsecured other loans are amounts
of approximately HK$2,256,000 (31 March 2003:
HK$2,256,000), HKS$4,089,000 (31 March 2003:
HK$6,082,000), HK$2,820,000 (31 March 2003:
HK$2,820,000) and HK$2,820,000 (31 March 2003:
HK$2,820,000) due to a director of Hua Xin, Shenzhen
Weiji, Yangzhou Energy & Transportation Investment
Co., Ltd. (“YZ Energy”) and a former shareholder of Hua
Xin, respectively. The remaining balances of approximately
HK$5,770,000 (31 March 2003: HK$3,937,000) were due
to third parties. Of the loans due to a director of Hua
Xin, approximately HK$470,000 is interest-free, with the
remaining balances bearing interest at 7% per annum. Of
the loans due to Shenzhen Weiji, approximately HK$291,000
is interest-free, with the remaining balances bearing
interest at 7% per annum. Of the loans due to YZ Energy
and a former shareholder of Hua Xin, both bear interest
at 6% per annum. The other loans due to third parties
bear interest ranging from 5.8% to 10% per annum.
Further details of the loans obtained from Shenzhen Weiji
and YZ Energy are set out in notes 20(f) and 20(g) to the
condensed consolidated interim financial statements,
respectively.

Of Hua Xin’s unsecured other loans totalling HK$17,755,000,
lenders of approximately HK$1,927,000 of the other loan
balances that originally fall due before 31 March 2003,
together with lenders of approximately HK$8,581,000 of
the other loans that originally fall due on 31 December
2003, have agreed, in writing, to defer the repayments to
31 December 2004. As a result of the loan extension
arrangements, the total balances of approximately
HK$10,508,000 will not be repayable within one year and,
accordingly, are classified as non-current liabilities in the
balance sheet. The remaining unsecured other loan balances
of Hua Xin of approximately HK$7,247,000, including an
amount of HK$1,880,000 borrowed from a third party
during the Period, were due as at the balance sheet date
and remained unsettled up to the date of approval of these
condensed consolidated interim financial statements and,
accordingly, are classified as current liabilities in the
balance sheet.
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BANK AND OTHER BORROWINGS (continued)

‘*’%ﬂ%ﬁﬁﬁﬁ% -

)

Included in Ensure Chain’s unsecured other loans are
amounts of approximately HK$4,323,000 (31 March 2003:
HK$4,323,000) due to a third party. The loans are
interest-free and repayable in the period between 10
December 2003 and 8 April 2004. As at the date of
approval of these condensed consolidated interim financial
statements, loan repayments of approximately HK$3,383,000
are in default and remained unsettled. Other loans of
approximately HKS$1,145,000 (31 March 2003:
HK$1,145,000), due to third parties, are interest-free and
repayable between 16 October 2003 and 16 December
2003. As at the date of approval of these condensed
consolidated interim financial statements, loan repayments
of approximately HK$1,145,000 are in default and remained
unsettled. Accordingly, other loans of HK$5,468,000 are
classified as current liabilities in the balance sheet.
Additionally, Ensure Chain obtained an unsecured other
loan of HK$1,410,000 during the Period. The loan is
interest-free and repayable on 16 December 2004 and,
accordingly, is classified as a non-current liability in the
balance sheet.

BREXF#ERN  H_ZEZE=F=A=+ Save as disclosed above, the Group have no other material
—BLFEZFRABREAEE ZRITR changes in the balances, the repayment dates and the status of
EmERzarE EEBHRNRRETLE bank and other borrowings as disclosed in the annual report for
E fthEREE - the year ended 31 March 2003.
[N 14. SHARE CAPITAL
i Shares
—E2EB=F —E2EB=F
AA=+H =H=+-—H
30 September 31 March
2003 2003
(REER) (BRER)
(Unaudited) (Audited)
FE L T #E L
HK$°000 HKS$°000
EERA Authorised:
3,000,000,000% & A% 3,000,000,000 ordinary shares
HE{E0.10/ 7T 2 & B X of HK$0.10 each 300,000 300,000
BEETEHERE : Issued and fully paid:
1,403,796,6981% & % 1,403,796,698 ordinary shares
HEE0.108 T 7 & Bk of HK$0.10 each 140,379 140,379

RE R

AR F) 2 I AT B RS B A R AR

WE BB —8m -

Share options

Details of the Company’s share option schemes are included in

the section “Share Options” of this interim report.

15
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15.

16.

17.

16

&8 15. RESERVES
EAER EXRE
R EER 1 EXfik BARH A 2iER ag
Share Capital Exchange
premium  redemption Capital  Contributed fluctuation ~ Accumulated
account reserve reserve surplus reserve losses Total
(REER)  (REBER)  (REER)  (REBR)  (REFR)  (REER)  (REEQR)
(Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)
TEL TiEL TiEL TEL Sy TEL FEL
HKS$'000 HKS$'000 HKS$'000 HKS$'000 HKS$'000 HKS$'000 HKS$000
RZZT=FMA—H At1April 2003 140,694 297 13,051 80,933 6 (366,894) (131,913)
REEERRER Net loss from ordinary activities
BEAR attributable to shareholders - - - - - (8,332) (8,332)
RZZZ=F At 30 September 2003 140,694 297 13,051 80,933 6 (375,226) (140,245)
nE=TH
BEEER 16. PLEDGE OF ASSETS
RZZBEZE=ZFNAA=+TH "  THEET At 30 September 2003, the following assets of the Group were
NI REAEE 2 RITREE ¢ pledged to secure the Group’s banking facilities:
() M#&EEH EE@@/EMO 950,000 7T (a) certain of the Group’s investment properties with an
ZAREBZETEREYE aggregate carrying value of HK$40,950,000 at the balance
sheet date;
(b) HEEAEBEURBEZETHREME (b)  assignment of rentals over certain of the Group’s investment
ZEE properties situated in Hong Kong;
(c) ARAETHBARZEG - %5 - (¢) fixed and floating charges over the shares, undertakings,
M BERERNZ BIE RFEFR properties, assets and rights of certain of the Company’s
subsidiaries;
(d ARARETHBARKAZHRRL & (d) charge over the share capital of certain of the Company’s
subsidiaries; and
(e) MREEH - BREIEL44,693,000% 7T (¢) a building of the Group with a carrying value of
ZEREBRE - approximately HK$44,693,000 at the balance sheet date.
HAREE 17. CONTINGENT LIABILITIES
RZBEE=FNLA=+H A£BEAFTJ At 30 September 2003, the Group had the following material
BERSIABE: contingent liabilities:
() R&EERB  A2F—HELQFAERSG (a)  As at the balance sheet date, a subsidiary of the Company
120,000 T (ZEE=F =/ =+— obtained bank guarantees of HK$120,000 (31 March
H : 120,0005 7T ) 2 $RITIERIE AL 2003: HK$120,000) given in lieu of rental deposits to the
TETHEMEXE 28RS - landlord of certain leased properties.
by RZ—ZZEETE=ZF+H+EH  GF (b) On 7 July 2003, a Writ of Summons of the High Court
Promonon & Associatesf) H + T was served to a subsidiary of the Company, by Mr. Wong
BEAmMAANTIZHBEARIRES S Kwok Fai, Timbo, the proprietor of G.F. Promotion &
EREZE . BB NANANFELAZE Associates, claiming approximately HK$1,010,000 of
—EE=F= AHMA M E A RR unpaid fees in respect of services provided to the subsidiary
AR 7% M R 7 2 < B A 491,010,000/% during the period from July 1998 to March 2003. On 19
TeR-ZBEZE=FtA+1A £X&E July 2003, the Group’s legal counsel, on behalf of the
B rEERRERMBARMSEE subsidiary, submitted an Acknowledgement of Service of
KEE“A?{KLpr%Zi N TN Writ of Summons to the High Court citing that the
NABEFRAIRENE - EFRER subsidiary will contest the proceedings. The Directors,
%.Zﬁ@EEFEHE{,\ZME pERE] based on the advice from the Group’s legal counsel,
BARMFRAEBEIRE ZAIER - believe that the subsidiary has a valid defence to the
MO I EBLEFFA S| B 2 REMEL M litigation and, accordingly, have not provided for any
Bt o claim arising from the litigation.
BEXAHEEN R_ZBEE=FNLA=1+ Save as disclosed above, the Group had no other significant

B AEBTEEMBERNLREE -

contingent liabilities as at 30 September 2003.



18. & 18. COMMITMENTS

REER - REBZEAENT : At the balance sheet date, the Group had the following

(a) EARAE

commitments:

(a)  Capital commitments

—EE=F —EE=F

hA=+H =Z=A=+—H

30 September 31 March

2003 2003

(REER) (BER)

(Unaudited) (Audited)

THE T F %L

HKS$°000 HKS$°000

BEl#4) - BRIERE Contracted, but not provided for - 1,880
Bt - BRFTH Authorised, but not contracted for 8,420 8,420
8,420 10,300

(b) (ERAMEAZEEHL A

AEBRBELSLROTYARES T
NEYE - CHEBZWERDEHN
F1ZE 204

(b)  Commitments under operating leases as lessee

The Group leases certain of its office properties under
operating lease arrangements. Leases for properties are
negotiated for terms ranging from 1 to 20 years.

WEER > AEERE T HRER
Z N AI R TR AR R R AR FE A

At the balance sheet date, the Group had total future
minimum lease payments under non-cancellable operating

HemEHT - leases falling due as follows:
—EE=F —EE=F
hB=+H =A=+—H
30 September 31 March
2003 2003
(RBEZ) (RER)
(Unaudited) (Audited)
F#H T T &1
HK3$°000 HK3$°000
—F R Within one year 9,317 10,617

F_EZFRAF(ER In the second to fifth years,

MEBEEN) inclusive 7,200 9,137
AF 1% After five years 11,077 11,520
27,594 31,274

17
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19.

20.

18

(a)

(b)

(c)

(d)

B AR S B 8RR B AT AT I
BoAKBREBESETRITREME
e ETROREMBEFAELRAE
ERAEEZBROERY -

R-_ZEZE=F+—A=+/\8 ' EH
M—RBITNESEIINER  ¢8A
AR ¥7,000,0007C © AEEEESD °
BROTERBAEFREEAREEY
AR ¥ 47,545,0007T 2 & K BRI
EERME L PEEREER -

RZZEZ=F+—A=-+B &AQ
RIE—RRNEF EMZ AR — TR
BHERMARAR (DLEBER]) T
VEEWHSE B ARBREBEUR
8 AR #7,000,0007T H & %5 M5 A&
HEANIREBERAR(TBMNER])
34.43% K ETIIEHEERE - BALED
R-EE=ZF+_A+HZK -

R-BE=F+_A+XBE=-+
B A5 -EERTHEEMEE
SNE R4 %8 A A R % 2,000,000 ¢
EHEBEES  -WMEEFYEERR
ZMIAE FH AR #1,000,0007C J5 T
AAE - MBE—2ERZFBEAUE
N2 HBEMNEFE  HRIEARZE
ZNE=A+RBR -+ BEE -

BELXRZ

(a

(b)

(c)

(d)

REEEH - FEWRAHEER 2 8Hong Tau
K Tin MingZ 538 % 5l /& 1,208,000/
T(ZZEZEZ=ZF=ZA=+—AH
1,906,000/% Jt) & 11,792,000 7T (=
TE=F=A=+—H : 11,472,000
HEIL) o

REEH  BUKARRZHEBRQAG
MERZ LERE - B MEETR 2 BIK
HEZR A AR3000000T (ZEF
=F£=H=+—H : AR¥¥3,000,000
L) c BRZFNERAEERENR T
T_F+_AtRBEH - EREMNE
B2 ZE AT AR AR S R RS
BHEPZEMKE BEREMRE
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POST BALANCE SHEET EVENTS

(a)

(b)

(©)

(d)

As disclosed in note 1 to the condensed consolidated
interim financial statements, the Group defaulted on the
repayments of certain bank and other borrowings. Certain
banks and other lenders have subsequently agreed to
defer the repayments of the defaulted borrowings.

On 28 November 2003, Hua Xin obtained an additional
loan, amounting to RMB7,000,000 from a bank to finance
its general working capital. The bank loan was secured by
a building of Hua Xin with a carrying value of approximately
RMB47,545,000 at the balance sheet date and a corporate
guarantee executed by Shenzhen Weiji.

On 26 November 2003, the Company entered into a sales
and purchase agreement with Jiangsu Lianhuan
Pharmaceutical Co., Ltd. (“Jiangsu Lianhuan”), a company
listed in Shanghai, whereby the Company agreed to
dispose of its entire 34.43% equity interest in Yangzhou
Genetic Engineering Ltd. (“YZ Genetic”) to Jiangsu
Lianhuan for a consideration of RMB7 million. The
disposal has been completed on 10 December 2003.

On 16 and 26 December 2003, Ensure Chain borrowed
two additional loans from independent third parties
amounting to RMB2,000,000 to finance its working
capital. Both loans are unsecured and RMB1,000,000 of
such loans is interest-free and the other loan bears PRC
prime interest rate per annum, repayable on 15 and 26
March 2004 respectively.

RELATED PARTY TRANSACTIONS

(a)

(b)

(©

(d)

As at the balance sheet date, the amounts of HK$1,208,000
(31 March 2003: HK$1,906,000) and HK$11,792,000 (31
March 2003: HK$11,472,000) were due from Hong Tau
and Tin Ming, the intermediate holding companies,
respectively.

As at the balance sheet date, an unsecured loan of
RMB3,000,000 (31 March 2003: RMB3,000,000) was due
from YZ Energy, a minority shareholder of YZ Genetic, a
subsidiary of the Company. The amount bears interest at
6% per annum and was due on 7 December 2002. Such
amount due from YZ Energy is included in prepayments,
deposits and other receivables in the condensed consolidated
interim financial statements. The loan receivable was
settled on 18 December 2003.

As at the balance sheet date, an unsecured and interest-
free loan of HK$3,900,000 (31 March 2003: HK$3,900,000)
was due from Ke Yang Transgenic Engineering Research
Centre Co., Ltd. (“Ke Yang”), a minority shareholder of
YZ Genetic. The amount due from Ke Yang is included in
prepayments, deposits and other receivables in the condensed
consolidated interim financial statements.

As at the balance sheet date, Shenzhen Delu Investment
& Development Co., Ltd. (“Shenzhen Delu”), a company
in which Mr. Sun Hiu Lu is a director, has given a
corporate guarantee in respect of a bank loan amounting
to RMB30,000,000 (31 March 2003: RMB30,000,000)
granted to Hua Xin, a subsidiary of the Company.
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21.

—RERzZ /R RwER

RELATED PARTY TRANSACTIONS (continued)

(©

(H

(2)

(h)

(i)

As at the balance sheet date, Shenzhen Weiji, a company
in which Mr. Sun Hiu Lu is both a director and shareholder,
has given corporate guarantees in respect of bank loans
amounting to RMBI11,000,000 (31 March 2003:
RMB&8,000,000) granted to Hua Xin.

As at the balance sheet date, loans with total outstanding
balance of RMB4,350,000 (31 March 2003: RMB6,470,000)
due to Shenzhen Weiji are unsecured and repayable on 31
December 2004. Except for amounts of RMB310,000 (31
March 2003: RMB310,000) in aggregate being interest-
free, the remaining balance bears interest at 7% per
annum.

As at the balance sheet date, an unsecured loan of
RMB3,000,000 (31 March 2003: RMB3,000,000) was due
to YZ Energy. The amount bears interest at 6% per annum
and was due on 7 December 2002. The loan was repaid on
18 December 2003.

As at the balance sheet date, an unsecured loan of
RMB3,000,000 (31 March 2003: RMB3,000,000) was due
to Shenzhen Weiji. The amount bears interest at 8% per
annum and will be due on 31 December 2004.

During the Period, Shenzhen Weiji has entered into an
agreement with Bank of Shanghai to give a maximum
corporate guarantee amounting to RMB38,000,000 for
the period from 30 April 2003 to 29 April 2004, in
respect of bank loans that were or will be granted to Hua
Xin.

APPROVAL OF THE UNAUDITED CONDENSED
CONSOLIDATED INTERIM FINANCIAL STATEMENTS

The unaudited condensed consolidated interim financial statements
were approved and authorised for issue by the Board of
Directors on 16 January 2004.
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BUSINESS REVIEW

The trading and financial performance for the six months
period ended 30 September 2003 has been encouraging. The
financial results for the period under review continues to
support and re-affirms the effectiveness of the management’s
relentless efforts in rationalizing its operations and implementation
of cost control measures over the past two years.

In spite of the weak and slow recovery of the Hong Kong
economy and the sudden outbreak and impact of the Severe
Acute Respiratory Syndrome (“SARS”) in the early part of the
Period, the Group recorded a turnover of approximately
HKS$60.7 million for the first six months of the financial year,
this represents an increase of approximately 22% compared to
the corresponding period of last year of approximately HK$49.8
million. Overall loss from operating activities of the Group
reduced from approximately HK$27.3 million of last year to
HK$6.5 million this year, a significant reduction in the
operating loss of approximately 76%.

During the period under review, the Hong Kong operations
contributed approximately HK$24.1 million, being approximately
39.7%, to the Group’s turnover and the remaining, approximately
HK$36.6 million, derived from the operations in Mainland
China.

The turnover from the Hong Kong segment dropped by
approximately 10% compared to that of last year of approximately
HKS$26.7 million. Weak consumer sentiments has been a
continuing factor in the dampening of sales growth in the
Hong Kong segment, though management of the Group has
fought hard to maintain and boost sales across the spectrum of
the Group’s operations. The outbreak of SARS has further
added significant burden to the economic recovery of Hong
Kong, and eroded the return of the Group’s efforts in increasing
sales in the segment.

The turnover from the Mainland, however, saw a different
perspective, recording an increase of approximately 59%, from
last year’s HK$23 million to approximately HK$36.6 million
recorded in this period. SARS has had favourable impact on
the turnover of the Mainland segment. Both the pharmaceutical
products and biotechnological products distribution operations
in the Mainland have recorded surge in turnover as a result of
the outbreak of SARS, which have led to a pervasive and
perpetuating interests in general healthcare and health food
products during and after the outbreak.

In terms of the business operations of the Group, the outbreak
of SARS have resulted in both positive and negative impacts
on the turnover of the sum yung and pharmaceutical products
business segment of the mainland and Hong Kong respectively,
but an overall net increase of approximately HK$4.4 million,
equivalent to 10%, increase in external sales. And profit is
recorded for the business segment of approximately HK$0.24
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million for the Period compared to a loss of HK$6.3 million
last year. The biotechnological segment also recorded a sharp
increase, with turnover amounting to approximately HK$9.1
million, increased in excess of three folds as compared to
approximately HK$2.5 million last year, and loss for the
segment of approximately HK$3.1 million as compared to
HK$11.2 million of last year, a significant reduction of
approximately 72%.

Overall, the major business segments of the Group have
achieved improvements, both in terms of increase in turnover
and significant reduction of loss in their respective segment
results. The improved performance from the business segments
of the Group have led to a significant reduction in the
operating loss for the year and the resultant net loss from
ordinary activities attributable to shareholders of approximately
HK$8.3 million as compared to HK$23.2 million recorded last
year, a remarkable and welcomed reduction of approximately
64%.

PROSPECTS

The Hong Kong economy and consumer sentiments in the
market have yet to see slow but steady improvements, though
the outbreak of SARS have drastically dampened their pace of
recovery. The Hong Kong economy and its consumer markets
should be set to benefit from the inbound tourists from the
Mainland after relaxing its travelling restrictions to Hong
Kong. Management of the Group is hopeful that the trading
performance for the second half of the year will be as
encouraging as the first half of the financial year. The sum
yung and pharmaceutical products segment should achieve
better sales results in view of the festive Chinese New Year
and the seasonality of its operations. The outbreak of SARS
have increased health awareness and led to a pervasive
interests in Chinese and western over-the-counter pharmaceutical,
general healthcare and health food products, which all should
set a favourable platform to better trading performance in the
ensuing years.

In light of the imminent commencement of the Closer Economic
Partnership Arrangement (“CEPA”) between Hong Kong and
the PRC, commencing in January 2004, the Group shall
further explore into the opportunities which it ensues and seek
further to expand by widening its geographical coverage of its
distribution networks in the PRC market in the foreseeable
future.

The management of the Group shall continue its relentless
effort in rationalizing and consolidating its businesses, to
maximise revenue and minimise costs. In this connection and
as part of the Group’s rationalization strategy, the Group has
contracted to dispose of its 34.43% equity interest in Yangzhou
Genetic Engineering Ltd. on 26 November 2003. The disposal
will assist the Group to streamline and consolidate its operations
and to further preserve resources for working capital and
future expansion needs.
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LIQUIDITY AND FINANCIAL RESOURCES AND
CAPITAL STRUCTURE

The Group generally finances its short term funding requirements
with cash generated from operation, credit facilities from
suppliers and banking facilities provided by our principal
bankers.

As at the balance sheet date, the Group has total bank and
other borrowing amounting to approximately HK$162 million,
of which approximately HK$147.2 million are due within one
year and approximately HK$90 million of the total borrowings
are secured. Approximately HK$70.1 million of the total
borrowings is denominated in Renminbi and retranslated
accordingly at the appropriate exchange rate at the balance
sheet date, and the balance of the borrowings are denominated
in Hong Kong dollar.

In view of the stability of Renminbi, management of the
Group did not consider necessary to hedge against foreign
exchange exposure. During the Period, the Group did not
engage in the use of any other financial instruments for
hedging purposes, and there is no hedging instrument outstanding
as at 30 September 2003.

The liquidity position of the Group as at the balance sheet
date has not changed materially from that reported in the
annual report year ended 31 March 2003. Current ratio
measured at 0.47 time as at the balance sheet date for the
period under review as compared to 0.48 time as at 31 March
2003. Similarly, the gearing ratio (total borrowings over total
assets) for the period under review measured at 0.64 time as
compared to 0.63 time recorded as at 31 March 2003.

The management of the Group is in discussions with its
creditor banks with a view to a debt restructuring arrangement.
Also, the Group is in discussions with certain potential
investors with regard to making investments in the Group. The
successful completion of a debt restructuring arrangement
with the creditor banks and new funding from the investors
will alleviate liquidity pressure and aids the Group’s future
expansion plans.

CHARGE OF ASSETS

As at 30 September 2003, certain of the Group’s investment
properties with an aggregate carrying value of HK$38,550,000
were charged to a bank to secure general banking facilities
and convertible note issued to a bank, and a building of the
Group with a carrying value of HK$44,693,000 was pledged
to secure banking facilities granted to the Group. The Group’s
trust receipts loans were secured by one of the Group’s
investment properties with a carrying value of HK$2,400,000
as at 30 September 2003.

CONTINGENT LIABILITIES

The contingent liabilities of the Group have not changed
materially from those disclosed in the annual report at 31
March 2003. Save as disclosed in note 17 of the condensed
consolidated interim financial statements for the Period, the
Group had no other significant contingent liabilities as at 30
September 2003.
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STAFF AND REMUNERATION

As at 30 September 2003, the Group employed approximately
628 full time employees, of which approximately 531 were in
the PRC. The remuneration of employees include salary and
discretionary bonus. The Group also adopted a share option
scheme to provide an incentive to the employees.

The remuneration policy and package, including the share
options, of the Group’s employees are maintained at market
level and reviewed annually by the management.

DIRECTORS’ INTERESTS IN SHARES AND
UNDERLYING SHARES

As at 30 September 2003, the interests of the directors and
chief executive of the Company in the shares and underlying
shares of the Company or any of its associated corporations
(within the meaning of Part XV of the Securities and Futures
Ordinance (the “SFO”)) as recorded in the register required to
be kept by the Company under Section 352 of the SFO or as
otherwise notified to the Company and The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) pursuant to the
Model Code for Securities Transactions by Directors of Listed
Companies (the “Model Code”) were as follows:

(i) Ordinary Shares of the Company

RERNHE BERASTETIAYER
Numbers of Shares held Numbers of Equity Derivatives held
ERRERT BBRXELE ERRHERA ZABEXEZE
Directly Through Directly Through
beneficially controlled beneficially controlled
A Name of Director owned corporation owned corporation
REREE Mr. SUN Hiu Lu — 943,400,000 (M zxi) — 400,000,000 (% 3ii)
(Note i) (Note ii)
® HAnE Mr. CHU Kwan — 943,400,000 (M zxi) — 400,000,000 (% 3ii)
(Note i) (Note ii)
My 32t Notes:

(i) Hong Tau Investment Ltd.([Hong Taul)
#F i E 2 &M E A A Victory Hunter
Holdings Limited ([ Victory Hunter]) (£
7523,400,0008 }%{5) - Wai Fat International
Limited ([Wai Fat]) (¥f7% 130,000,000/%
f% 15 ) % Tin Ming Management Limited
([Tin Ming]) (3% % 790,000,000/% A% 17 )
# 48 4& #£943,400,0000% i 17 o

Hong Tauf Welcome Success Worldwide
Ltd. ([Welcome Success] ) (7 A & AL &
EFREREERROEES B E50%
Ew) REBEBUBERAR (DEE]) o5
HA51%N 4% - RETIHFRERE
Al ([REIFRE] FBHEB80%ER

Fit » REELEREHLEESHEAER
Tin Ming * Wai Fatf Victory Hunterd
Fff # 2 943,400,0000% i% 15 B #E 25 -

(i) Hong Tau Investment Ltd. (“Hong Tau”) through its wholly
owned subsidiaries, Victory Hunter Holdings Limited (“Victory
Hunter”) (which holds 23,400,000 shares), Wai Fat International
Limited (“Wai Fat”) (which holds 130,000,000 shares) and Tin
Ming Management Limited (“Tin Ming”) (which holds
790,000,000 shares) holds an aggregate of 943,400,000 shares.

Hong Tau is owned as to 51% by Welcome Success Worldwide
Ltd. (“Welcome Success”), (which is owned equally as to 50%
by each of two directors of the Company, Mr. SUN Hiu Lu and
Mr. CHU Kwan), and as to 49% by H.H.K. Finance Company
Limited (“HHK”). B &I+ B £ E 5 R 2 FHeilongjiang China
United Group Company Limited (“Heilongjiang China”) owns
80% interest in HHK.

Accordingly, each of Mr. SUN Hiu Lu and Mr. CHU Kwan is

deemed to be interested in the aggregate of 943,400,000
shares held by Tin Ming, Wai Fat and Victory Hunter.
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(ii) Pursuant to an option agreement dated 27 February 2000
signed by Hong Tau and a bank (the “Bank”), the Bank has
agreed to grant to Hong Tau a first right of refusal for the
acquisition of any shares of the Company converted under
HKS$40 million bank convertible note issued by the Company
to the Bank on 27 April 2000 at the same price as the Bank
has paid for them at conversion (i.e. HK$0.10, subject to
adjustment) if the Bank wishes to sell them.

Hong Tau is owned as to 51% by Welcome Success, (which is
owned equally as to 50% by each of two directors of the
Company, Mr. SUN Hiu Lu and Mr. CHU Kwan). Accordingly,
Mr. SUN Hiu Lu and Mr. CHU Kwan have a long position of
400,000,000 shares.

As at 30 September 2003, no short positions were recorded in
the Register of Directors’ and Chief Executive’s Interests and
Short Positions required to be kept by the Company under
Section 352 of the SFO.

Save as disclosed above, as at 30 September 2003, none of the
directors or the chief executive of the Company had any interests
or short positions in any shares and underlying shares of the
Company or any of its associated corporations (within the
meaning of Part XV of the SFO) which are recorded in the
register required to be kept by the Company under Section 352 of
the SFO or which are required to be notified to the Company and
the Stock Exchange pursuant to the Model Code.

(ii) Share Options

The Company operates share option schemes for the
purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group’s
operations. The share option scheme previously adopted by
the Company (the “Old Scheme”) expired on 5 November
2001. Despite that no further options shall be granted
under the Old Scheme, the provisions of the Old Scheme
shall remain in full force and effect in all other respects to
govern all outstanding options granted prior to termination.

At the Company’s annual general meeting held on 25
September 2001, a new share option scheme (the “New
Scheme”) was approved and adopted and became effective
on 6 November 2001 and, unless otherwise cancelled and
amended, will remain in force for 10 years from that date.
Eligible participants of the New Scheme include any
executive director, non-executive director, employee, agent,
consultant or representative of the Group who satisfies the
selection criteria prescribed by the rules of the New
Scheme.



ERAEEBEERAF

BREHR

Number of share options

R-B2=F BRERKLAH

R-BE=F
mA-H BREE ARk AA=+AH
SFEERAET Name or category At1 Granted during  Lapsed during At 30
of participant April 2003 the period the period September 2003
% Directors

FR=xt Ms. Huang Shuyun 25,000,000 - - 25,000,000
2,000,000 - - 2,000,000
27,000,000 - - 27,000,000
* BEE Mr. Chu Kwan 25,200,000 - - 25,200,000
1,000,000 - - 1,000,000
26,200,000 - - 26,200,000
BEBEL Mr. Sun Hiu Lu 27,000,000 - - 27,000,000
BRI LA M. Zhao Dake 27,000,000 - - 27,000,000
® OHEEE Mr. Zhang Ke, Winston 3,000,000 - - 3,000,000
1,500,000 - - 1,500,000
1,500,000 - - 1,500,000
6,000,000 - - 6,000,000
RKEEE Mr. Ng Wing Hang - 300,000 - 300,000
ER4E T Dr. Melvin Wong - 300,000 - 300,000

HitEE Other employees
ek In aggregate 1,700,000 - - 1,700,000
40,000 - - 40,000
2,000,000 - - 2,000,000
2,100,000 - (200,000) 1,900,000
5,840,000 - (200,000 5,640,000
119,040,000 600,000 (200,000) 119,440,000

* BEREZOTEEISEBHRRSETAL
AN 2% B AR H B L KR DL B B R 7R T 5B

o RELBREEAMEE AR BTRGER
TR EERLEREERA—EAXZ R E
BRI ZWTE -

RIZB IR SR L BREM IR M
BN TEHEARABAAEEZEERRARSE
5 EEBRBETERL - BRHOBEE 2K
ANEFABRRAEEREBR - HITER
PemEmET 2 R ERBRNEBEIIEART
‘Z%MI\HXZIK - MERTEESRBRDEEZ
ZRHANFARRR 2B EER - RITEA
EREHEIAMZBRESEWMARITRZER
& M B o

Date of
grant of
share options

16-5-2000

30-10-2000

16-5-2000

30-10-2000

16-5-2000

16-5-2000

10-7-2001
22-2-2002

22-2-2002

2-5-2003

27-5-2003

16-5-2000
30-10-2000
9-11-2001

22-2-2002

SN VA S 4

BRETES
Exercise
period of
share options

16-5-2000 to
15-5-2010
30-10-2000 to
29-10-2010

16-5-2000 to
15-5-2010
30-10-2000 to
29-10-2010

16-5-2000 to
15-5-2010

16-5-2000 to
15-5-2010

10-7-2001 to
9-7-2011
22-2-2004 to
21-2-2012
22-2-2005 to
21-2-2012

2-5-2003 to
1-5-2013

27-5-2003 to
1-5-2013

16-5-2000 to
15-5-2010
30-10-2000 to
29-10-2010
9-11-2001 to
8-11-2011
22-2-2002 to
21-2-2012

¥ B

BRE
TR
Exercise
price

of share
options*
A
HKS$
0.639

0.460

0.639

0.460

0.639

0.639

1.00
0.88

0.88

0.380

0.380

0.639

0.460

0.88

ARRZRE

REH
BRER

Price of

Company’s

shares

at grant

date of
options**

B

HKS$

0.81

0.61

0.81

0.61

0.81

0.81

1.20
0.88

0.88

0.38

0.36

0.81

0.61

0.88

* The exercise price of the share options is subject to adjustment in
the case of rights or bonus issues, or other similar changes in the
Company’s share capital.

** The price of the Company’s shares disclosed as at the date of the
grant of the share options is the Hong Kong Stock Exchange
closing price on the trading day immediately prior to the date of

the grant of the Options.

The financial impact of share options granted under the share
option schemes is not recorded in the Company’s or the
Group’s balance sheet until such time as the options are
exercised, and no charge is recorded in the profit and loss
account or balance sheet for their cost. Upon the exercise of
share options, the resulting shares issued are recorded by the
Company as additional share capital at the nominal value of
the shares, and the excess of the exercise price per share over
the nominal value of the shares is recorded by the Company in
the share premium account. Options which are cancelled prior
to their exercise date, or which lapse, are deleted from the
register of outstanding options.
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FERRRHEMERR

RZZT=FNA=1TH RAEARBESMH
o RARIEE S R B E F D] 5 33615 R E M
ARmEHFEzERMARE - THAL (R
NRAEFHTHRAHKIN BERRB RN
KRR 2 st

Name of

RE&R Shareholder
ERIhESEERLT Heilongjiang China United

Group Company Limited
BANBERAT HH.K. Finance Company Limited
Welcome Success Welcome Success Worldwide Ltd.

Worldwide Ltd.

Hong Tau Investment Lid. Hong Tau [nvestment Ltd.
BEEERL Ms. CAI Ling Ti
EWnt Ms. WONG Yee Lan

Tin Ming Management Limited
Wai Fat International Limited
RESEE

Tin Ming Management Limited
Wai Fat International Limited
Mr. XU Yao Chang
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The directors of the Company do not consider it appropriate to
disclose a theoretical value of the share options granted during
the Period to certain directors, because a number of factors
crucial for the valuation cannot be determined. Accordingly,
any valuation of the options based on various speculative
assumptions would not be meaningful, and would be misleading
to the shareholders of the Company.

Save as disclosed above, at no time during the Period were
rights to acquire benefits by means of the acquisition of
shares in or debentures of the Company granted to any
director or their respective spouse or children under 18 years
of age, or were any such rights exercised by them; or was the
Company, or any of its subsidiaries or fellow subsidiaries a
party to any arrangement to enable the directors to acquire
such rights in any other body corporate.

SUBSTANTIAL SHAREHOLDERS AND OTHER
SHAREHOLDER

As at 30 September 2003, so far as is known to the directors
of the Company, the following persons (other than the directors
or chief executive of the Company) had an interest in the
shares and underlying shares of the Company as recorded in
the register required to be kept under Section 336 of the SFO:

CIREL
R 2D
KERREA Bl BERRGAIAHA
Numbers of Shares held Approximately Numbers of Equity Derivatives held
EfRE AEER percentage EfRE AEkE
Direct Deemed of the issued Direct Deemed
interest interest shares interest interest
- 943,400,000 (% i) 67.2% - 400,000,000 (% zii)
(Note i) (Note ii)
- 943,400,000 (% i) 67.2% - 400,000,000 (% zii)
(Note i) (Note ii)
- 943,400,000 (% i) 67.2% - 400,000,000 (f zii)
(Note i) (Note ii)
- 943,400,000 (1 i) 67.2% 400,000,000 (7 zii) -
(Note i) (Note ii)
- 943,400,000 (1 ziii) 67.2% - 427,000,000 (% 2iii)
(Note iii) (Note iii)
- 943,400,000 (1 3iv) 67.2% - 426,200,000 (f ziv)
(Note iv) (Note iv)
790,000,000 - 56.3% - -
130,000,000 - 9.3% - -
91,000,000 - 6.5% - -



M3z -

(i) Hong Taui® i H 2 & fJ & 2 7] Victory Hunter
(575 23,400,000/ & 7 ) - Wai Fat(£H
130,000,000/% % {5 ) & Tin Ming (¥ &
79? ,000,0008% %15 ) # 7 & ££943,400,0000%
% 17

Hong Taur Welcome Success (78 2 &) / {i
%%Tﬁ?ﬁ%ﬁ%%i&%iﬁf‘tixﬁ%ﬁﬁm%

i) KBS D BB 51%R49%E % o BEE
/IEP BE BRIl B B B 80% R = o

it * Hong Tau * Welcome Success * /& &
MEETIHREZHEE BTN Ming + Wai Fat
K Victory HunterFfT 5 2 943,400,0008% % 7
hHEERER -

(i) 1R 1% Hong Tauft % %Em%: TTT
—ttBEI 2 kS '%%E%
Hong Tau%t B # + f# uZ N
BR-_ZEZTFMA = +tE|EE
40,000,000/ 7T $8 7 7] 3% &%‘iﬁ%
B A ARG ng
%Eﬁﬂtﬁﬁﬁ%ﬁﬁ%ﬁ%kﬁ R4
(Bn0.10% T - AJ FHB)EE -

Hong Tauf Welcome Successk /& 7 2 Bl 7
B51%K%49%Em o REETH BIEEEE80%
#%% > E Itk © Hong Tau ~ Welcome Success
B 7 K 2R 8 71 R B = ¥ A 400,000,000 A% 15
2B -

BEIE LTI RBEIRE A 2R - RIER
BBERBEZREMEAZERD -

444}

EE
*»W@W

"
zg%ymmﬁ
B B 3 O K

o ok O 3¢ =15 |

\n:l:l
=1
I
<o
—

G

jani]

fﬂ%

(iii)

TEMILNRGREZERRB - WIRERB
BHEBEZRamMEAEZERD °

(iv)

RIBA R BIL R E 75 & B 5 5 5 33615% M
ERFZBEOERERARERMAE - 5
TZFNA=ZTHLBEBABCE

R EXFTREI R=FF=FNA=18H"
TERRAEMAL (KRB ETHITHA
BN BEAEAR R 2 B KA T

PR ] R D 8 AR 1B 38 35 I 3 5 16k 91 55 336
RFFRERARBEEFZECM L2 -

N

BMTRAAZER

R-ZEZ=FNA=1+H KREEBEKTE
Ezf%l(% ) BRAREFTHEBAR ([EH
Al 2 E A £ 477,600,000/ 7T ¢ &R H
JEETF] B 496,262,000/8 7T © %18 E B K
o BEMRR2EA BN TRERNE
IEFBE ¥ BE—AANE+=_RA —AAN
NFE—ABHNAESE AEEER_ZZ
ZF+AREFABRLERSK  MRZZ
%;ﬁiJr—H%?}%MBZ%JE&%ﬁ B B
AW S BT E H4103,034,0005 7T 32 7]
FEFALE AEEERE2BLERNEE
WHRER—AANEFE=ZA=+T—HE2HE
B HEMERARKEEZEPLEE PP
WEREBL  EBEAFMRKEBEEHKREE -

M.

ERAXEBAERABD -—FEF=/—ZFFw4 i

Notes:

(i) Hong Tau through its wholly owned subsidiaries, Victory Hunter
(which holds 23,400,000 shares), Wai Fat (which holds 130,000,000
shares) and Tin Ming (which holds 790,000,000 shares) holds an
aggregate of 943,400,000 shares.

Hong Tau is owned as to 51% by Welcome Success, (which is
owned equally as to 50% by each of two directors of the
Company, Mr. SUN Hiu Lu and Mr. CHU Kwan), and as to 49%
by HHK. Heilongjiang China owns 80% interest in HHK.

Accordingly, each of Hong Tau, Welcome Success, HHK and
Heilongjiang China is deemed to be interested in 943,400,000
shares held by Tin Ming, Wai Fat and Victory Hunter.

(ii) Pursuant to an option agreement dated 27 February 2000 signed
by Hong Tau and the Bank, the Bank has agreed to grant to
Hong Tau a first right of refusal for the acquisition of any
Shares converted under HK$40 million bank convertible note
issued by the Company to the Bank on 27 April 2000 at the same
price as the Bank has paid for them at conversion (i.e. HK$0.10,
subject to adjustment) if the Bank wishes to sell them.

Hong Tau is owned as to 51% by Welcome Success and as to
49% by HHK. Heilongjiang China owns 80% interest in HHK.
Accordingly, Hong Tau, Welcome Success, HHK and Heilongjiang
China have a long position of 400,000,000 shares.

(iii) Ms. CAI Ling Ti is a spouse of Mr. SUN Hiu Lu. She is deemed

to be interested in those shares through the interests of her
spouse.

(iv) Ms. WONG Yee Lan is a spouse of Mr. CHU Kwan. She is

deemed to be interested in those shares through the interests of
her spouse.

As at 30 September 2003, no short positions were recorded in
the Register of Interests in Shares and Short Positions required
to be kept by the Company under Section 336 of the SFO.

Save as disclosed above, as at 30 September 2003, none of the
substantial shareholders or other persons (other than the
directors or chief executive of the Company) had any interests
in the shares and underlying shares of the Company as
recorded in the register required to be kept by the Company
under Section 336 of the SFO.

ADVANCE TO ENTITIES

As at 30 September 2003, the Group advanced an aggregate
sum of approximately HK$77,600,000 plus accrued interest
thereon of approximately HK$6,262,000 to certain subsidiaries
of Golden Sino (Holdings) Limited (the “Debtors”). The
advances are unsecured, and bear interest at 12% per annum or
at Hong Kong dollar prime rate plus 3% per annum and have
been overdue since December 1998/January 1999. The Group
had issued writs of summons to the Debtors in October 2000
and in November 2000, judgements were delivered against the
Debtors under which the Debtors were ordered to pay to the
Group the sum of approximately HK$103,034,000 plus interest
thereon. The Group made full provision against the entire loan
and interest receivable thereon in the year ended 31 March
1999. As at the date of the approval of these unaudited
condensed consolidated interim financial statements, the amounts
due from the Debtors remained outstanding.
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PLEDGE OF SHARES OF THE COMPANY BY THE
CONTROLLING SHAREHOLDER

On 29 February 2000, the Bank entered into a restructuring
agreement with the Company under which, among other
things, the Bank agreed to grant a term loan facility of an
aggregate principal amount of approximately HK$46,000,000
to the Group. As part and parcel of the debt restructuring
arrangement, the Bank entered into a loan agreement with Tin
Ming on 29 March 2000 (the “Loan Agreement”). The
restructuring agreement further provides that if Tin Ming’s
shareholdings in the Company that are charged to the Bank as
security under the Loan Agreement fall below 51% of the total
issued shares of the Company, an event of default will be
deemed to have arisen. In such an event, the Bank may declare
any sums payable under any of the restructuring documents
between the Company and the Bank (the “Restructuring
Documents”) to have become immediately due and payable,
whereupon the same shall become immediately due and
payable. The aggregate level of facilities under the Restructuring
Documents as at 27 April 2000 is approximately HK$46,000,000.
The maximum tenure of the facilities under the Restructuring
Documents is 6 years.

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

Neither the Company nor any of its subsidiaries had purchased,
sold or redeemed any of the Company’s listed securities during
the Period.

CODE OF BEST PRACTICE

In the opinion of the directors, the Company had complied
with the Code of Best Practice (the “Code”) as set out in
Appendix 14 of the Rules Governing the Listing of Securities
on the Stock Exchange throughout the accounting period
covered by this interim report, except that the independent
non-executive directors of the Company are not appointed for
specific terms as required by paragraph 7 of the Code, but are
subject to retirement by rotation and re-election at the annual
general meeting of the Company in accordance with the
provision of the Company’s bye-laws.

AUDIT COMMITTEE

The Company has an audit committee which was established
in accordance with the requirements of the Code, for the
purposes of reviewing and providing supervision over the
Group’s financial reporting process and internal controls. The
audit committee comprises two independent non-executive
directors of the Company. The Audit Committee has reviewed
with management the accounting principles and practices
adopted by the Group and discussed internal controls and
financial reporting matters including the review of the unaudited
interim results for the six months ended 30 September 2003.

On behalf of the Board of Directors
Zhang Ke, Winston
Executive Director and Chief Financial Officer

Hong Kong
16 January 2004



