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TO: THE BOARD OF DIRECTORS OF
SHENZHEN HIGH-TECH HOLDINGS LIMITED
(Incorporated in Bermuda with limited liabilities)

Introduction
We have been instructed by Shenzhen High-Tech Holdings Limited
(the “Company”) to review the interim financial report set out on

pages 6 to 22.

Directors' Responsibilities

The Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited require the preparation of an interim financial
report to be in compliance with Statement of Standard Accounting
Practice No. 25 "Interim financial reporting” issued by the Hong
Kong Society of Accountants and the relevant provisions thereof.
The interim financial report is the responsibility of, and has been

approved by, the directors.

It is our responsibility to form an independent conclusion, based on
our review, on the interim financial report and to report our
conclusion solely to you, as a body, in accordance with our agreed
terms of engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

Review Work Performed

We conducted our review in accordance with Statement of Auditing
Standards No. 700 "Engagements to review interim financial reports"
issued by the Hong Kong Society of Accountants. A review consists
principally of making enquiries of group management and applying
analytical procedures to the interim financial report and, based
thereon, assessing whether the accounting policies and presentation
have been consistently applied unless otherwise disclosed. A review
excludes audit procedures such as tests of controls and verification
of assets, liabilities and transactions. It is substantially less in scope
than an audit and therefore provides a lower level of assurance than
an audit. Accordingly we do not express an audit opinion on the

interim financial report.
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BR&E® Review Conclusion
RIEBEBETENEZ2EHIE ML On the basis of our review which does not constitute an audit, we
REBE_ZZTMFAAA=-+HIEAEAR are not aware of any material modifications that should be made to

MNP BRRBIELDEMERBR- the interim financial report for the six months ended 30 June 2004.
= BERASETET Deloitte Touche Tohmatsu
HEZEED Certified Public Accountants
BEE ZETNFNAZZ+H Hong Kong, 20 August 2004



GRS RER

Condensed Consolidated Income Statement

RYBRERBERAR ([ARE]) EFE
([EF=g]) 2 ARAREMNBAR (5
BRITNEE ) BEZ_ZZNFRA=T
B ERER Z RE R HA

BRLEBEFOT

BER
B & XS B2 AR 75 PR AR

EF

H A 8 & s
HE R HEMKA
TRER
HitiEE &M

REXBER
B 75 AR AN
FEIGEE 2 AR XS

FEE K RZEHERESR

HE M E A E 2 Y

BRBLAER (B1])
BiIA

LY Ve
R (5 )
B S M 35

BRREMLER (B8R

BEREFN(BR) -£F

The board of directors (the "Board") of Shenzhen High-Tech Holdings
Limited (the "Company") would like to present the unaudited
condensed consolidated financial statements of the Company and
REPBRRE its subsidiaries (collectively the “Group”) for the six months ended

30 June 2004 together with the comparative figures as follows:

BEANA=TRLEAXEAR

For the six months ended 30 June

(REER)
(Unaudited)

—EENMF —EE=F

2004 2003

Bt & FHETT FETT

Notes HK$’000 HK$'000

Turnover 3 157,462 91,436

Cost of sales and services (124,474) (69,746)

Gross profit 32,988 21,690

Other operating income 1,740 1,083

Selling and distribution costs (16,198) (17,389)

Administrative expenses (35,446) (25,127)

Other operating expenses (20,409) (18,808)

Loss from operations 4 (37,325) (38,551)

Finance costs (998) -

Share of results of associates 4,269 (21)

Share of results of jointly

controlled entities (1.412) (293)

Gain on disposal of subsidiaries 14 50,739 -

Profit (loss) before taxation 15,273 (38,865)

Taxation 5 (406) (748)
Profit (loss) before minority

interests 14,867 (39,613)

Minority interests 103 604

Profit (loss) attributable to shareholders 14,970 (39,009)

A B

HK cent HK cent

Earnings (loss) per share - Basic 6 0.1 (0.58)
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Condensed Consolidated Balance Sheet

—eBmE —TT=4
AA=t+HB+=ZA=+—H
30 June 31 December
2004 2003
(RBER) (&%)
(Unaudited) (Audited)
K&t FERT F#ET
Notes HK$°000 HK$'000
ERBEE Non-current Assets
"EMHE Investment properties 115,000 115,000
R Y e ] Property, plant and equipment 7 60,597 58,765
BRPYME Property under development 4,200 4,200
BT HRAZEHEE B Loan to a jointly controlled entity 8 14,380 -
kS Goodwill 3,401 23,810
R E QRS Interests in associates 9 137,625 75,641
RERESEEER Interests in jointly controlled entities 23,290 24,584
BHERE Investments in securities 318 317
RIERBEEE Deferred tax assets 6,472 6,441
365,283 308,758
REBEE Current Assets

HEME Properties held for sale 349,831 58,897
TE Inventories 84,865 54,592
& W B R Trade receivables 10 69,423 47,330

Hih i km Zae Rk Other receivables, deposits and
TEF 3B prepayments 36,836 32,705
BHEZE Investments in securities 7,907 893
RITHER FREES Bank balances, deposits and cash 93,613 416,465
642,475 610,882
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Condensed Consolidated Balance Sheet

—EENF —ET=F
AA=t+H+tZA=+—H
30 June 31 December
2004 2003
(RRER) (E\|=Z)
(Unaudited) (Audited)
ot aF FET FAEIT
Notes HK$'000 HK$'000
REBAE Current Liabilities

&1 BR 3R Trade payables 11 47,675 56,051
HEMEANRIERETER Other payables and accrued charges 84,192 144,966
IRITER Bank borrowing 12 47,204 -
FES BiIE Tax payable 3,568 21,989
182,639 223,006
RBEERE Net Current Assets 459,836 387,876
EEHERRBARE Total Assets Less Current Liabilities 825,119 696,634
LPEBRRER Minority Interests 10,377 10,459
814,742 686,175

EEXRREE Capital And Reserves
fi% < Share capital 13 143,533 119,613
ke Reserves 671,209 566,562
814,742 686,175
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At 1 January 2004

Placing of new shares

Expenses incurred in connection
with placing of new shares

Released on disposal of subsidiaries

Exchange difference arising from
translation of operations of
subsidiaries, associates and
jointly controlled entities and
net loss not recognised in
the income statement

Profit attributable to shareholders

At 30 June 2004

At 1 January 2003

Issue of shares upon the exercise
of conversion rights of
convertible notes

Pursuant to Capital
Reorganisation (Note b)

Expenses incurred in connection
with Capital Reorganisation

Exchange difference arising from
translation of operations of
subsidiaries, associates and
jointly controlled entities and
net gain not recognised in
the income statement

Loss attributable to shareholders

At 30 June 2003

R
Share
capital

(REER)
(Unaudited)

FHL
HK$'000

119,613
23,920

143,533

1,242,381

100,467

(1,273,9

7)

68,931

(a) AEER-_ZZENF-A-HZBHEA
HRABRNEBER - ANEFLATNA
BTZER HENARTEEAFTER
Y HR AT W BB B B 1 B A0 1 39T 2 B
MEHEBEZ Z%-

b  ARTR-FEFRTZRABME
IIRAAA-EE=FMAZHMER

BHhzBE

B o

B#EE
Share
premium
(REER)
(Unaudited)
FET
HKS$'000

248,208
110,032

(4,162)

354,078

377,863

(377,863)

Notes:

(a)

BBt
Contributed
surplus
(REER)
(Unaudited)
T
HK$'000
(Kiita)
(Note o)

588,178

588,178

125,521

463,390

(733)

588,178

AHE
Negative
goodwill
(REEK)
(Unaudited)
TET

HK$'000

14,142

(14142)

14,142

14142

BRGEERBER
Condensed Consolidated Statement of Changes in Equity

RENE
EfffR
Investment
property
revaluation
reserve
(REER)
(Unaudited)
TET
HK$'000

EifE
Translation
reserve
(REER)
(Unaudited)
T
HKS$'000

1,431

860

(2911)

(620)

2,637

1,024

3,661

EERE
%
Statutory
reserve

fund
(REER)
(Unaudited)
T
HK$'000

1,669

1,669

1,669

1,669

ERE#R
Accumulated
losses
(REER)
(Unaudited)
T
HK$'000

(287,126)

14,970

(272,156)

(1,298,662)

1,188,390

(39,009)

(149,281)

ag

Total
(REER)
(Unaudited)
T
HK$'000

686,175
133,952

(4,162)
(13,282)

(2911)
14,970

814,742

465,551

100,467

(733)

1,024
(39,009)

527,300

The Group's contributed surplus at 1 January 2004 arose from the

Group's reorganisation on 18 July 1990 and represented the

difference between the nominal value of the Company's shares issued

under the reorganisation scheme in exchange for the nominal value

of the shares of the subsidiaries acquired.

The details of the Company's capital reorganisation exercise in 2003

were set out in the Company's circular issued to the shareholders

dated 3 April 2003.
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Condensed Consolidated Cash Flow Statement

EEIBRHBESEE

EENE 2

BRETEE (RH) AA
HEEEE
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HAZRERAEEE
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RERREEHELERDT

RITHEBREERS
REINHATRE=MA
ZE,HHT?/TJ\

BZXA=1+HLEXMEA
For the six months
ended 30 June
(REER)
(Unaudited)

—EEME
2004
K&t FERT
Notes HK$'000
Net Cash Used In Operating Activities (411,149)
Tax paid (3,591)
Net Cash (Used In) Generated From
Investing Activities
Decrease in time deposit with original
maturity of more than three months -
Purchase of property, plant and
equipment (5,799)
Investment in an associate (57,600)
Advance to an associate (25)
Purchase of investments in securities (20,210)
Proceeds from disposal of
investments in securities 12,197
Disposal of subsidiaries 14 (17)
Loan to a jointly controlled entity (14,380)
Other investing cash flow 728
Net Cash Generated From (Used In)
Financing Activities
Proceeds from placing new shares 133,952
Expenses incurred in connection with
placing of new shares (4,162)
Bank loan raised 47,204
Other financing cash flow -
Net Decrease In Cash And
Cash Equivalents (322,852)
Cash And Cash Equivalents At
Beginning Of The Period 416,465
Cash And Cash Equivalents At
End Of The Period 93,613
Analysis Of The Balances Of Cash And
Cash Equivalents
Bank balances and cash 43,372
Time deposits with original maturity
of less than three months 50,241
93,613

10

—zE=%
2003
FiET
HK$'000

(67,583)

32,045
(9,575)

(1,143)

(732)
(46,973)
139,116

92,143

54,617

37,526

92,143
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Basis of preparation

The condensed consolidated financial statements have been
prepared in accordance with the applicable disclosure
requirements of Appendix 16 to the Rules Governing the
Listing of Securities (the "Listing Rules") on The Stock
Exchange of Hong Kong Limited (the "Stock Exchange") and
with Statement of Standard Accounting Practice ("SSAP") 25
“Interim financial reporting” issued by the Hong Kong Society

of Accountants.

Principal accounting policies

The condensed consolidated financial statements have been
prepared under the historical cost convention, as modified
for the revaluation of investment properties and investments

in securities.

The accounting policies adopted are consistent with those
followed in the preparation of the Group's annual audited
financial statements for the year ended 31 December 2003.
Segment information

Business segments

For management purpose, the Group is currently organised

into four main operating divisions as follows:

- High-tech computers and servers manufacturing and

related business

- Property investment, development and trading

- Provision of ophthalmology treatment services

- Securities investment
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Notes to Condensed Consolidated Financial Statements

3. 2EER (& 3. Segment information (Continued)
EBSHE(E) Business segments  (Continued)

BEASA=Z+THILEARER

For the six months ended 30 June

(REEZ)
(Unaudited)

BHREER
RBsnE
RS hERE:

High-tech YBREE
computers and Property

servers investment, BHER 25R%
manufacturing and development and Ophthalmology Securities 2t if &4

related business trading treatments investment Others Eliminations Consolidated

CEEME -TT-F CREME CTT-F CRRME CTTCF CERMF T CSEME CTICF CREQRE CTTCF CRRME C3Es
04 W3 004 N 004 X030 N0 204 NG WM N 04 o0
FErL TET TER TEr TEmn TEr TEn TEr TER TEr FER TEr TER  TEn

HK$'000  AKSO00  HK$'000  HKSO00  HK$'000  HKSO00  HKS'000  AKSOOO - HKS$'000  HKS000  HKS'000  AKSOO0  HKS'000  HKSO00

EEL R TURNOVER:

HI e Bxternl als WA | M0 | 10885 295 | 30m - 3 m - - T VY R

EOrEe Inter-segment sales - - 388 1300 - - - . - 480 (368)  [614) -

Aff Total WA e | 10973 B2 30m - 3 m| g (88)  (G4)| 152482 | 9143
WEES SEGMENT RESLLTS (6354 (873 5266 & (03) - (659) o) (0180)  4gn (8 (g o) (073

ROBEBBA  Unallocated other operating

income 598 84
RARLEER  Undovted corporate

£Xpenses (149m) (8,654)
BEERER Loss from operations (37,329) 38,551)
BERA Finance costs (998) -
EEBERTEE Share of resuts of assaciates (34) (1) 649 - - - - - 3,654 - - - 4,269 (1)
Bl R3] Share of results of jointly

controlled entities (1.412) (293) - - - - - - - - - - (1412) 293)

(Gain on disposal of

subsidiaries - - 50,739 - - - - - - - - - 50,739
BHAET () Profit oso efore taration 15213 | (38868)
RE Taxation (406) (748)

R DEREER pofit los) efore minority

HET (BB)  iterests a6 (3967
y%”&%’éﬁ Minority interests 103 604

Profit (loss) attributable to
sharefolders 14970 (39,009)

12
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Notes to Condensed Consolidated Financial Statements

4, Loss from operations

Loss from operations has been arrived at

after charging:

Amortisation of goodwill included in
other operating expenses

Depreciation of property, plant and
equipment

Net unrealised holding losses on
investments in securities

and after crediting:

Gross rental income

Less: Outgoings

Net rental income

Bank interest income

13

BERNAZ=Z+THLEAMER
For the six months
ended 30 June
(REEX)
(Unaudited)

—zEmE
2004
FHET
HK$'000

20,409

3,505

1,147

8,825
(2,028)

6,797

602

—ET=F

=z —

2003
TET
HK$'000

18,254

1,562

554

6,767
(1,763)

5,004

716
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Notes to Condensed Consolidated Financial Statements

5. B8

BMEXH (Be) B8H:

ARmREMERF:
FRMEH
— AE I 2

PEARAFME
([FE]) %
Fri5 %t
— A HR
— DA{E AR A

BHA

HRAEBERARNRZEETERS
FER T M - PR BRHRE B G
B -ARBEERR BB AINEDE
RE IR A8 & PR ER 2 B SR T A AR 4%
B ZRITER REREMRE

Bk EHE-

H 7 oK T B8 BE A Wi (B0 1 S FE TR IR
BE HAEERE B AREERLI
B RARZEMERZR2REL

MIEEE-

5. Taxation

The taxation charge (credit) comprises:

The Company and subsidiaries:

Hong Kong Profits Tax

- Overprovision in prior period

People's Republic of China

(the "PRC") Enterprise

Income Tax

- Current period

- Underprovision in prior period

Net taxation charge

BEXNA=1+THLAMEA
For the six months
ended 30 June
(REEX)
(Unaudited)

—ETNOEF
2004
FET
HK$’000

50
356

406

406

- =
— =

T=7

2003
FHT
HK$'000

(213)
(213)

129
832

961

748

No provision for Hong Kong Profits Tax has been provided as
the Group has no assessable profit arising in Hong Kong for
the periods. Taxes on profits assessable outside Hong Kong
have been calculated at the rates of tax prevailing in the

jurisdictions in which the Group operates based on existing

legislation, interpretations and practices in respect thereof.

uncertain.

14

No deferred tax asset has been recognised relating to tax
losses and other temporary differences of some subsidiaries

as the recoverability of this potential deferred tax assets is
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P #E 30 R AT

RBEILERBEERN RERBE
—EENFARA=Z+TRIEEHREAR
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mHFEE-.

ME- B KRE

RERA NREBERR B E Y 1
1, K2 5% #8 #95,799,00008 7T (=&
F—HF—HE-_ZE=FA
H :9,575,0007 JT.) °

[ 48

=+ |

AN £ [E LA 236,000 T2 K BH SR
T {E 5 447,00078 7T 2 W0 3~ HEM 2 5%
e

15

Earnings (loss) per share

The calculation of the basic earnings (loss) per share for the
periods is based on the profit attributable to shareholders
for the period of approximately HK$14,970,000 (1.1.2003 to
30.6.2003: loss of HK$39,009,000) and on the weighted
average of 13,538,453,612 (30.6.2003: 6,730,491,250) shares
in issue during the period.

The computation of the diluted loss per share for the six
months ended 30 June 2003 did not assume the exercise of
the outstanding share options as its exercise would result in

a decrease in the loss per share for that period.

No diluted earnings per share has been presented because
the exercise price of the Company's options was higher than
the average market price for shares for period ended 30 June
2004.

Property, Plant and Equipment
During the period, the Group spent approximately
HK$5,799,000 (1.1.2003 to 30.6.2003: HK$9,575,000) on

acquisitions of property, plant and equipment.

The Group disposed of property, plant and equipment with
carrying value of HK$447,000 at a consideration of
HK$236,000.
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Notes to Condensed Consolidated Financial Statements
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A 2N £ @ 4 4K 4 o

ZRXGZHEBHERALARTR -
%glj—qﬁz_ﬂ E?‘J%’%Z;\ﬁﬁo

Loan to a jointly controlled entity

On 1 March 2004, the Group entered into a loan agreement
with Wuhan Jingke Information Industry Co., Ltd ("Jingke
information"), a jointly controlled entity of the Group,
pursuant to which the Group agreed to grant a non-revolving
secured loan of up to RMB15,000,000 (equivalent to
approximately HK$14,075,000). The loan bears interest at
HSBC prime rate. The loan principal and interest thereof are
repayable on 31 December 2005 and may be renewable upon
terms to be agreed between the parties thereof. The loan is
secured by each of the shareholders of Jingke Information by
charging their respective equity interests in Jingke Information

to the Group.

Details of this transaction were set out in an announcement

made by the Company on 1 March 2004.

REBENTER Interests in Associates
—EENF —ET=F
AA=+HB +ZA=+—H
30 June 2004 31 December 2003
(REER) (18 2%)
(Unaudited) (Audited)
FET FET
HK$’000 HK$'000
EREEFE Share of net assets 115,784 53,825
B & N AR K Amounts due from associates 77,886 77,861
193,670 131,686

J B N RIR FREE Less: Allowances for amounts due

from associates (56,045) (56,045)
137,625 75,641

16
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Trade receivables

A defined credit policy is maintained within the Group. The
general credit terms range from one to three months, except
for certain well-established customers, where the terms are
further extended to a maximum of one year. Each customer
has a maximum credit limit. The Group seeks to maintain
strict control over its outstanding receivables to minimise
credit risk. Overdue balances are reqgularly reviewed by senior

management.

The aged analysis of trade receivables at the balance sheet

date, net of provisions, based on invoice date, is as follows:

—EENEF TT=F
~A=+H +:ﬂ =+—H
30 June 2004 31 December 2003
(RBEZ) (&&=
(Unaudited) (Audited)
FERT F#ET
HK$°000 HK$'000
34,633 22,468
9,137 6,309
12,145 8,446
9,274 5,564
4,234 4,543
69,423 47,330
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Trade payables

The aged analysis of trade payables at the balance sheet

date, based on the invoice date, is as follows:

—gENE
AHA=+H
30 June 2004
(REERK)
(Unaudited)
FERT
HK$°000

13,405
8,300
23,752
1,416
802

47,675

Bank Borrowing

- F
+-—A=+—8H
31 December 2003
(RER)
(Audited)

TFHET

HK$'000

Ay

(e

32,234
15,627
7,161
347
682

56,051

During the period, the Group obtained a new bank loan of
the amount RMB50,000,000 (approximately HK$47,204,000).
The loan bears interest at 5.5755% per annum and is repayable

on 5 December 2004. The proceeds were used for the

acquisition of a residential property located in Beijing, the

PRC.
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13. BR A 13. Share capital
RAEEE
Number of ok
Shares Amount
(RBER) (REER)
(Unaudited) (Unaudited)
FAETT
HK$'000
ETE Authorised:
AZEEPFE—H—H"  Ordinary shares of HK$0.01 each as at
EREEIEB T 1 January 2004
=i 20,000,000,000 200,000
B A (M) Increase of share capital (Note 1) 10,000,000,000 100,000
RZEEMF ;XA =1+ 8" Ordinary shares of HK$0.01 each as at
BREELOETZ 30 June 2004
i 30,000,000,000 300,000
BEITREE: Issued and fully paid:
RZZEZEMHFE—HF—H"  Ordinary shares of HK$0.01 each as at
EREEB T 1 January 2004
=i 11,961,310,755 119,613
R-_ZEZENF=A=H Placing of new shares of HK$0.01
& FRMEE0NETT each on 3 March 2004 (Note 2)
2R (BYat2) 2,392,000,000 23,920
RZZTZWMFE,NAB=1+H" Ordinary shares of HK$0.01 each as at
BREECOETZ 30 June 2004
=i 14,353,310,755 143,533
B et Notes:

(1)

R-_ZETZWFEFRA-+—8"
DA RBITRRBEF KNG M
—BEBRARER XA
200,000,000/ T Z A ER A 5H &
20,000,000,000% & & E {B0.01%8
JC 2 38 A% 2 10100,000,0007% T
Z 300,000,000/8 JT *© & A
30,000,000,0000% & A% I 1H0.0178
TCZ MR

Il & Bt

R-_ZEZWMEFE=ZA=H &ARQ7A
BREERBIZREEESTR0.056
& 7T Bt £ 2,392,000,0000% © 5 I
BB Lz Mk -fERINMBRAE
B8 A% 15 3 17 B X 494,162,00078 7T
Bl BT R Z TS SRIB R L
#5133,952,0007% 7T o A~ A 2 4 AT
BHARKBURPEL R ZE
EME - BARRERD 2 EMEF
BHHERZZEZTOMF_A=+=
BARDGBMKEZ D
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On 21 May 2004, the shareholders of the Company held an
annual general meeting and passed an ordinary resolution
that the authorised share capital of the Company of
HK$200,000,000 divided into 20,000,000,000 ordinary shares
of HK$0.01 each was increased by HK$100,000,000 to
HK$300,000,000 divided into 30,000,000,000 shares of
HK$0.01 each.

On 3 March 2004, the Company through a placing agent
issued a total of 2,392,000,000 new ordinary shares of
HK$0.01 each, at an offer price of HK$0.056 per share. The
total proceeds from the new issue of shares were
approximately HK$133,952,000, before the related share
issue expenses of approximately HK$4,162,000. The Company
has used the proceeds for the acquisition of a residential
property located in Beijing, the PRC. Further details of the
placement of shares were set out in an announcement to
shareholders of the Company dated 23 February 2004.
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14.

Disposal of subsidiaries

During the period, the Group disposed of 100% of the issued
share capital of Genace Development Limited and La Residence
Development (Shanghai) Co., Ltd..

The effect of the disposal is summarised as follows:

FE&T
HK$'000
Net liabilities disposed (61,411)
Gain on disposal of subsidiaries 50,739
Release of reserves on disposal of subsidiaries (13,282)
(23,954)
Satisfied by:
Other payables (23,954)
Net cash outflow arising on disposal
Bank balances, deposits and cash disposed (17)

15.

Contingent liabilities

On 9 January 2003, the Company has executed a guarantee
to the extent of RMB5,000,000 (equivalent to approximately
HK$4,692,000) in favour of CITIC Industrial Bank, Wuhan
Branch in respect of a loan facility of up to the
abovementioned guarantee amount granted to a jointly
controlled entity of the Group. Pursuant to the loan
agreement entered into between the jointly controlled entity
and CITIC Industrial Bank, the guarantee provided by the
Company is for a period of two years from 14 January 2004,
or two years from the due date of the loan facility if the
loan facility becomes payable prior to 14 January 2004. As at
30 June 2004, the loan facility was fully utilised by such
jointly controlled entity.
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16. Related Party Transactions

(a)

Management fee received

Rental income received

On 9 January 2003, the Company has executed a
guarantee to the extent of RMB5,000,000 (equivalent
to approximately HK$4,692,000) in favour of CITIC
Industrial Bank, Wuhan Branch in respect of a loan
facility of up to the abovementioned guarantee
amount granted to a jointly controlled entity of the
Group. Pursuant to the loan agreement entered into
between the jointly controlled entity and CITIC
Industrial Bank, the guarantee provided by the
Company is for a period of two years from 14 January
2004, or two years from the due date of the loan
facility if the loan facility becomes payable prior to
14 January 2004.

The Group had the following transactions with an

associate during the period:

BEAA=TRHILEAXEAR

For the six months ended 30 June

(REEXR)
(Unaudited)
S LE —ze=%
2004 2003
FET FET
HK$’000 HK$'000
- 170
- 254
- 424

Management fee was charged at amount agreed
between the Group and the associate at an agreed
price.

Rent was charged with reference to the prevailing
market price.
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16.

Related Party Transactions (Continued)

(c)

On 1 March 2004, the Group entered into a loan
agreement with Jingke Information, a jointly
controlled entity of the Group, pursuant to which the
Group agreed to grant a non-revolving secured loan
of up to RMB15,000,000 (equivalent to approximately
HK$14,075,000). Details of this loan balance are set
out in note 8 to the condensed consolidated financial

statements.
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Management Discussion and Analysis

Results

The turnover of the Group for the six months ended 30 June 2004
amounted to HK$157,462,000, representing an increase of 72.2%
when compared with HK$91,436,000 in the corresponding period of
the previous year. During the period under review, the Group's loss
from operations and the net profit attributable to shareholders,
including amortisation of goodwill of HK$20,409,000 (HK$18,254,000
in the corresponding period of 2003), were recorded at HK$37,325,000
and HK$14,970,000 respectively. The overall gross profit ratio for
the first half of 2004 was 20.9%, which is lower as compared to
23.7% in the corresponding period of the previous year. Such decrease
is mainly due to the intense market competition in servers
manufacturing as our core business narrowing the gross profit
margin. The newly joint management is dedicated to improve the
Group's operations by adopting effective measures in increasing
revenue and controlling cost, further reorganising the Group's loss-
making companies and making every effort to reduce liabilities which
have already come into effect. The Group's turnover increased
significantly as compared with the previous period and profit
attributable to shareholders of approximately HK$15,000,000 was
achieved. It was the first profitable year after making loss for years,

showing a good developmental trend of the Group.

The loss from operations was recorded at HK$37,325,000, representing
a decrease of 3.20 when compared with HK$38,551,000 of loss in
the corresponding period of the previous year. The reasons of
continued loss from operations were (1) the administration expenses
of an associated company engaging in ophthalmology treatments,
which were excluded in the name of the Group in prior period, were
consolidated with the Group starting from January of this year; (2)
the administration expenses increased arising from the increase of
turnover; and (3) the necessary expenses for the purpose of expanding
our operations increased as a result of the growth of the management

teams.
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Results (Continued)

Furthermore, other operating expenses of the Group for the first
half year totalled HK$20,409,000, which was wholly the amount of
amortisation of goodwill arising from acquisition of Yunnan Green-
Land Biological and Science Co.,
goodwill of the acquisition, amounted to HK$3,401,000 as at 30
June 2004, will be fully amortised in July, then no further amortisation

Ltd. The remaining balance of

will be needed. It is expected that the amortisation of goodwill for
the full year will be up to HK$24,000,000, representing a significant
decrease as compared to HK$48,358,000 for the year ended 31
December 2003.

Financial Review

On 23 February 2004, the Group purchased from an independent
third party 3 residential buildings of Shun Jing Yuan (“Shun lJing
Yuan") located in Beijing, the PRC at a cash consideration of
approximately RMB300 million (equivalent to approximately HK$280
million); the property has been accounted for as properties held for
sale. The Group has set up an agency company in Beijing and is
prepared to launch the sale of the property in the second half of the
year (the fourth quarter).

In March 2004, the Group formed a new company, Joy Value Limited
("Joy Value"), with an independent third party. The Group owns 45%
interests in the share capital in Joy Value, which is engaged in the
trading and investment in PRC property; for investment and business
purposes, approximately HK$57,600,000 has been injected in Joy Value
as at 30 June 2004.

Use of Proceeds

On 3 March 2004, the Company through a placing agent issued a
total of 2,392,000,000 new ordinary shares of HK$0.01 each, at an
offer price of HK$0.056 per share to not less than six independent
placees. The net proceeds from the new issued shares were
approximately HK$129,000,000, after deducting the related expenses.
The net proceeds of approximately HK$129,000,000 from the issue
of new shares have been applied as part of the consideration for
acquisition of Shun Jing Yuan. Further details of this placement of
shares were set out in the announcement to shareholders of the
Company dated 23 February 2004.
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Management Discussion and Analysis

Liquidity, Financial Resources and Liabilities

The Group managed to maintain its liquidity at healthy level, the
Group's cash and bank deposits amounted to in aggregate
approximately HK$93,613,000 as at 30 June 2004 (31 December 2003:
approximately HK$416,465,000). The Group endeavoured to ensure
the liquidity of the working capital by observing strict credit control
of receivables. As at 30 June 2004, total accounts receivable balance
was approximately HK$69,423,000 (31 December 2003: approximately
HK$47,330,000) and the current ratio was 3.52 while that of year
end 2003 was 2.74. As at 30 June 2004, the Group raised unsecured
bank loan in Renminbi amounting to approximately HK$47,204,000
(31 December 2003: nil) with fixed interest rate of 5.5755%. Although
the said bank loan should be repaid by the end of the year, the
management has reviewed the liquidity of the Group which includes
the cash flow for the coming half of the year, and concluded that
the Group has ample internal resources for the repayment. As at 30
June 2004, the Group's gearing ratio (on the basis of total borrowings
divided by shareholders’ equity) was maintained at a level of 0.06
(31 December 2003: 0).

Pledge of Assets
As at 30 June 2004, the Group had no pledge of bank deposits and
fixed assets in order to obtain banking facilities or short term bank

borrowings.

Employees’ Remuneration and Benefits

The Group had about 800 employees including managerial, executive
and technical staff and production labour at 30 June 2004 (31
December 2003: about 800). The level of remuneration, promotion
and the magnitude of remuneration adjustment are justified according
to their job duties, working performance and professional experience.
All staff and executive directors in Hong Kong office have already
participated in mandatory provident fund. Other employees' benefits

include the granting of share options by the Board of the Group.
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Foreign Exchange and Currency Risk

The funds derived from incomes and applied to purchases of raw
materials, spare parts and equipment and the payments of salaries
were dominated in Hong Kong dollars and Renminbi; therefore, there
was no need to use any financial instruments for hedging purpose,
and the Group's exposure to the fluctuation of the exchange risk
was minimal. During the period, the Group has not engaged in any
hedging activities. As at 30 June 2004, cash in hand and bank balances
of the Group were denominated in Hong Kong dollars, US dollars

and Renminbi.

Contingent Liabilities

On 9 January 2003, the Company provided a guarantee to a bank in
the PRC to secure a loan facility of RMB5,000,000 (equivalent to
approximately HK$4,692,000) granted by the bank to a jointly
controlled entity of the Group. As at 30 June 2004, the said loan
facility has been fully utilised. Save as disclosed above, the Group

had no other material contingent liability at the balance sheet date.

Business Review
Manufacturing of High-Tech Computers and Servers and Related
Business

Dawning

During the period under review, Dawning recorded satisfactory results
in sales despite of intense market competition by actively exploring
the market shares, strengthening its sales team and implementing a
comprehensive budget management system. Sales increased
approximately 99.7% as compared to those in the corresponding
period of the previous year. Sales of servers and related business for
the six months ended 30 June 2004 amounted to HK$129,851,000.
Administration costs increased by HK$2,697,000 to HK$11,697,000,
representing a growth of 30.0% when compared with the
corresponding period of 2003. However, administration expenses

decreased from 13.8% of turnover to 9.0% of turnover actually.
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Business Review (Continued)
Manufacturing of High-Tech Computers and Servers and Related
Business (Continued)

Dawning (Continued)

Regarding sales and marketing, sales of high performance servers
was satisfactory and the forecasted sales target for the first half of
the year has already been achieved. However, gross profit ratio
decreased from 24.7% of the first half of 2003 to 17.3% of 2004
due to intense market competition and lower sales price. The growth
of industry sales remained steady. With the provision of its quality
high performance servers, Dawning continued to participate in
network construction projects related to high schools in Western
China and "Xiao Xiao Tong" project in Beijing. Dawning has captured
market shares in such areas as crude oil exploration and astronautics

for its high performance servers.

Through the reorganisation of its corporate structure at the beginning
of the year, Dawning has re-divided its market regions and formulated
sales strategies based on the demand of each market region in order
to address the problems caused by weak distribution channels and
incompetent agents in the past. The growth of turnover driven by its

re-organised distribution channels was satisfactory.

Regarding product research and development, Dawning launched
Dawning 4000A adopting 2,560 pieces of 64-byte AMD OPTERON
CPU with 40 mainframes, being the first super computer with
computing speed exceeding 10,000 Giga Floating Point Operation
per Second in the PRC. It was launched and installed in Shanghai
Supercomputer Center. The Dawning 4000A manufactured by Dawning
is ranked No. 10 in the latest published list of TOP 500
Supercomputers, the first time for China to eliminate the monopolies
from U.S.A. and Japan of being the TOP 10 Supercomputers in the
list for years. Dawning super servers have successfully been used in
more than 30 areas such as weather forecast, data processing on
crude oil and earthquakes, research and utilisation of nuclear power,
computation of fluid dynamics, analysis of gene and protein, material
science, astronautics technology and national defence, showing its
powerful functions of scientific computation, administration and
information services. Dawning super servers are totally comparable
to quality of high performance computers produced by the United
States and Japan in terms of size, power and functions while its
costs are much lower than those produced by such countries. Hence,

it enjoys strong competitiveness in the market.
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Business Review (Continued)
Manufacturing of High-Tech Computers and Servers and Related
Business (Continued)

Dawning (Continued)

Furthermore, Dawning completed the development and
commercialisation of its GodEye-HIDS detection product, which is
the first software that passed the "Enhanced Invasion Detection
Product for Mainframe" test conducted by the Ministry of Public
Security and completed the development and commercialisation of

DHA highly applicable softwares.

Jingke Information

Wu Han Jingke Information Industry Co., Ltd. (“Jingke Information”)
are mainly engaged in manufacturing quartz oscillators (semi-finished
products) used in the various electronic products, resonators (final
products), SMD and related devices. In February 2004, Jingke
Information moved into the new premises in the "Jingke Industrial
Park” constructed and invested by the company in the Investment
Zone of Taiwan Merchants in Wujiashan, Dongxihu District, Wuhan.
The installation of the existing and newly acquired equipments was
completed, providing Jingke Information with a quality production
base. Subsequently, the newly reorganised board of directors and
the newly appointed management undertook a clear reorganisation
of the structure of Jingke Information, which on one hand,
comprehensively regulated its internal management, created sound
company culture, and enhanced management in production and
improvement of technology and procedures of production, and on
the other hand, actively maintained its relationship with existing
customers and solicited new customers. It also adopted the market-
oriented principle and improved the image of the company. In the
first half of 2004, the sales of quartz resonators was approximately
RMB3,450,000, an 87.5% increase compared with RMB 1,840,000 in
the corresponding period of the previous year. However, no profit
has been recorded for quartz resonators due to the fact that the
new plant and the machinery and equipment have only become

operational recently.

Jingke Information emphasizes on market and product development
and will thus develop various frequency channels for quartz
resonators in the second half of this year to increase the profitability

of the company.
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BEEENWR DN
Management Discussion and Analysis

Business Review (Continued)

Ophthalmology Treatments

China Vision Medical Development (Shenzhen) Co., Ltd ("China Vision"),
which became a subsidiary of the Group in the second half of 2003,
has interests in the ophthalmology treatments and optical centres in
a number of regions in the PRC. It generated a service income of
HK$3,070,000 for the Group in the first half year of 2004.

Property

Proceeds from sales of property decreased substantially in the first
half of the year. It was mainly because no property held for sale was
sold out other than two units in Macro Garden in Sheung Wan,
which generated revenue of HK$1,760,000 for the Group.

The Group's property, La Residence in Shanghai and Dawning Tower
in Shenzhen, recorded an occupation rate of over 75% and 95%
respectively and generated steady rental income of approximately
HK$8,825,000 in total for the first half of the year.

Financial Services

Financial services, the non-core division, were not active and the
new money lending business involves loan to a jointly controlled
entity. The Group also participated in securities investment as its

medium to long term investment on a prudential basis.
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Business Outlook
Manufacturing of High-tech Computers and Servers and Related
Business

Dawning

After its high-end product being ranked first in the PRC, Dawning
will continue to make efforts to keep its leading position in the
world and make its high-end macro computers become one of the
top brands both in the PRC and the world. Meanwhile, Dawning will
also place emphasis on low-end market in the future and strike for
the best result. "Dawning" has ranked one of the top three in the
domestic low-end market, and the company is confident that it can
achieve the top in both high-end and low-end market. The company
will continue, through vertical and horizontal expansion, to enhance
the management and control of the distribution channels, implement
strict control in product quality, efficiently reduce the cost of
materials and expenses, strengthen the training for management
personnel and technicians, and raise its position in the low-end
market with the reputation of the "Dawning” brand established by
"Dawning" 4000A and a series of marketing activities. Dawning 1200
series of "X F8" servers will be a very competitive low-end product

with a sales target of 10,000 units for the year.

Regarding industry sales, Dawning's high performance servers will
continue to be a product with competitive edge, and Dawning will
continue to retain its customers in the market and expand the
industry market. Subsequent to the participation of the "Xiao Xiao
Tong" project in Beijing and the network construction projects related
to high schools in Western China, Dawning will tender for the contract
of modern distance learning related project for primary and secondary
schools in villages throughout the PRC. The Group estimates that
Dawning high performance servers will continue to be well-received
in the areas of crude oil exploration, astronautics and meteorology,
and will further be used in such service platforms as bio-information,

power network and communications.

Product price will be the essence of the customers' perspective in a
market with intense competition. In order to control costs and
expenses, Dawning will review and control the costs and expenses in
all aspects of the supply chain in an effort to reduce cost and increase

profit margin of its products.
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BEEENWR DN
Management Discussion and Analysis

Business Outlook (Continued)
Manufacturing of High-tech Computers and Servers and Related
Business (Continued)

Jingke Information

Jingke Information is committed to improve its internal management,
solicit new customers and adopt a market-oriented objective. The
Company believes that Jingke Information will generate profits for
the Group upon the launching of quartz oscillators of various new

frequency channels.

Ophthalmology Treatments

China Vision will continue to identify partners with sound
management and medical technology throughout the PRC in order
to expand the ophthalmology treatments network led by China Vision

and broaden the income stream.

Property

For property in Shun Jing Yuan, the Group's properties held for sale,
will be launched for sale in the second half of 2004, the Group
expects that revenue derived from sales of property in the second
half of 2004 will increase compared with the first half of 2004. Shun
Jing Yuan is a quality luxurious residential property situated in Beijing

and is expected to be sold at attractive price.

With a satisfactory rate of leasing for La Residence in Shanghai and
Dawning Tower in Shenzhen, the Group expects that stable income

will be generated.

The Group will continue to identify new property projects with steady

and attractive return in order to contribute profits for the Company.
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Save as disclosed in the sections "Share Options" and "Substantial
Shareholders” below, as at 30 June 2004, none of the directors or
chief executives of the Company or any of their associates had any
interests and short positions in the shares, underlying shares and
debentures of the Company or any of its associated corporations
(within the meaning of the Securities and Futures Ordinance (the
"SF0")) as recorded in the register maintained by the Company
pursuant to Section 352 of the SFO, or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code for
Securities Transactions by Directors of Listed Companies.
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Share Options

EBERAFTR BT -_FRA=ZTRHENTZ Pursuant to an ordinary resolution passed at the annual general
BRRBFRG LBB2 EBARE ARF meeting of the Company held on 30 May 2002, a new share option
R —IEFT R E ([#EHE1]) <&t scheme (the "New Sheme") was adopted by the Company. The New
SEMRR_EEEF+—A T+ EHERMAZ Scheme replaced the share option sheme adopted on 17 November
BT S ([E&HE1]) ERMFTET 8118 - 1 2000 (the "0ld Scheme"). After the adoption of the New Scheme, no

BREFIARLEMERE-

further options can be granted under the Old Scheme.

REBE_ZEETMOFA=TAHILEAEAH Details of movements in the Company's outstanding share options

M -AARBEBRITERE2SHFRBOT: during the six months ended 30 June 2004 are set out below:
Bt Old Scheme
BREHE
Number of share options
RZEED% R-BERE
-A-8 ARZTE  RUEER BRE ERE
WATE  BARY  BATE  BAAN BREE HAGR BERM:  AREE fRE"
SEERZUAR Qutstanding Granted Exercised Lapsed Cancelled Outstanding at Date of Exercise Exercise
Name or category fis at 1 January during during during during 30 June grant of period of price of
of participant Notes 2004 the period the period the period the period 2004 share options® share options ~share options ™
by
HK$
B=x
Directors
RELE 30,000,000 - - - 30,000,000 932001 21.3.2001 0.1945
Mr. Chen Chao £16.11.2010
21.3.2001
to 16.11.2010
FREE (o) 13,500,000 - - (13500000 - 932001 21.3.2001 0.1945
Mr. Li Jingi £16.11.2010
21.3.2001
t0 16.11.2010
BERRE 30,000,000 - - - 30,000,000 932001 213.2001 0.1945
Mr. Gong Hanbing £16.11.2010
21.3.2001
t0 16.11.2010
2,580,000 - - - 2,580,000 23.7.2001 1.1.2002 0.1945
£31.12.2006
1.1.2002
t0 31.12.2006
2,580,000 - - - 2,580,000 23.7.2001 1.7.2002 0.1945
23062007
172002
t0 30.6.2007
FEBTE (b) 900,000 - - - 900,000 77,1997 15.7.1997 0.3800
Mr. Lee Kuo Ching, Stewart £147.2007
15.7.1997
t0 14.7.2007
79,560,000 - - (13500000 66,060,000

33

RERE

fEns

At exercise
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hare Options/

Eita (&) 0ld Scheme (Continued)
BREEE
Number of share options
R-220% R-B2RE
i ARZTR  RUERR BRE BRE  HBRE
HATE  BAERH  BAAE  BARN BAHEE  HAOR BRE  GREH g€~ fKEH
SRERLHAR Outstanding Granted Exercised lapsed  Cancelled Outstanding at Date of Exercise Exercise At exercise
Name or category fis at 1 January during during during during 30 June grant of period of price of date
of participant Notes 2004 the period the period the period the period 2004  share options* share options share options™*  of options
#T
HK$
e
Other employees
At 10,500,000 - - [150000) - 8000000 932000 2032001 0.1945 iR
In aggregate £16.11.2010 NJA
20.3.2001
to 16.11.2010
o) 60,000,000 - - - - 60,000,000 9.3.2001 21.3.2001 0.1945 T#Em
£16.11.2010 NJA
21.3.2001
to 16.11.2010
1,500,000 - - - - 1,500,000 9.3.2001 22.3.2001 0.1945 TER
£16.11.2010 NJA
22.3.2001
t0 16.11.2010
25,000,000 - - - - 25,000,000 23.7.2001 2.8.2001 0.1945 T#Em
£26.7.2006 NJA
2.8.2001
10 26.7.2006
25,000,000 - - - - 25,000,000 2372001 482001 0.1945 T#Em
£287.2006 NJA
4.8.2001
t0 28.7.2006
48,862,800 - - - - 48,862,800 23.7.2001 15.8.2001 0.1945 TER
2682006 NJA
15.8.2001
t0 8.8.2006
47,118,550 - - - - 47,118,550 23.7.2001 1.12002 0.1945 T#Em
£31.12.2006 NJA
1.1.2002
t0 31.12.2006
47,118,550 - - - - 47,118,550 23.7.2001 172002 0.1945 T#Em
£306.2007 NJA
1.7.2002
t0 30.6.2007
750,000 - - - - 750,000 13.8.2001 1.1.2002 0.1945 TER
£31.12.2006 NJA
1.1.2002
t0 31.12.2006
750,000 - - - - 750,000 13.8.2001 172002 0.1945 T#Em
23062007 NJA
1.7.2002
t0 30.6.2007
266,599,900 - - [150000) - 265099900
346,159,300 - - (15,000000) - 331,159,900

I Em. SHENZHEN HIGH-TECH HOLDINGS LIMITED SRR 28R A R 2 F
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et &l New Scheme
BRERE
Number of share options
R-ERRE H-%220%
-B-H ARZTR  RUEER BRE BRE  RERE
WAGE  BARE  BATE  BRAX HREE HAGE BRA:  fRER g€~ fKEH
SEEEZGAS Qutstanding Granted Exercised Lapsed Cancelled  Outstanding Date of Exercise Exercise At exercise
Name or category ik at 1 January during during during during  at 30 June grant of period of price of date
of participant Notes 2004 the period the period the period the period 2004  share options* share options  share options™  of options
AT
HK$
HttlEg
Other employees
Bt 40,000,000 N - N - 40,000,000 14.10.2003 26.11.2003 0.0754 T ER
In aggregate £126.11.2008 NJA
28.11.2003
t0 26.11.2008
40,000,000 - - - - 40000000

*%

FREALN-BR=FTARERD
AEFRASRIE EBRECA =T
T — A KR

MR-ZZWNFE-A B BT ERE
TRBEBRREARARAR—ANLFRA
THRTZBRRBEFAELEREZ K
R ETFEBKL

#%60,000,0008E L 2 BB EBRETRRE
SEHEE HR T =F+ A EETARQT
EERERIB AREEERAARRAE
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Mr. Li Jingqi resigned as director and Vice President of the Company
in October 2003. His share options lapsed in January 2004.

The options outstanding at 1 January 2004 granted to Mr. Lee Kuo
Ching, Stewart were in accordance with the general mandate granted
by the shareholders to the directors at the annual general meeting
of the Company held on 10 June 1997.

The 60,000,000 units of share options belong to Mr. Li Heihu, who
resigned as director and Chairman of the Company in October 2003
and now is the senior consultant of the Company.

The vesting period of the share options is from the date of the grant
until the commencement of the exercise period.

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.
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Save as disclosed in the section "Share Options" above, at no time
during the period under review was the Company or any of its
subsidiaries, a party to any arrangement to enable the Company's
directors or chief executives or their respective spouses or children
under 18 years of age or their associates to acquire benefits by
means of the acquisition of shares in or debentures of the Company

or any other body corporate.
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Thing On Group Limited

TRELEE

AYmEEER DA
(IFRIIRE])

Ultrarich International
Limited ( TUIL] )

AIYNE B2 A R A A
(DRYIBER )

New Vision Limited ( [NVL] )

Great Mind Holdings Group
Limited ([ GML] )

FERR

Substantial Shareholders

As at 30 June 2004, the register of substantial shareholders
maintained by the Company pursuant to Section 336 of the SFO
shows that other than the interests disclosed above in respect of

certain directors and employees, the following shareholders had

notified the Company of relevant interests in the issued share capital

of the Company:

Long positions

Name of shareholders

Thing On Group Limited

Mr. Wong Chung Tak

Shenzhen Investment Holding Corporation
("SIHC")

Ultrarich International
Limited ("UIL")

Shenzhen International Holdings
Limited ("SIHL")

New Vision Limited ("NVL")

Great Mind Holdings Group
Limited ("GML")
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RO E

Number of shares held

HiERER
Direct

interest

2,231,831,792

320,335,712

1,279,090,260

BEER
Indirect

interest

2,231,831,792

1,279,090,260

1,279,090,260

1,279,090,260

1,279,090,260

HERT

IR 1 48 2
BOL
Percentage in
total

number of
issued shares
15.55%

15.55%

11.14%

8.91%

8.91%

8.91%

8.91%
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Substantial Shareholders
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(1) Thing On Group Limited 2 2 & 2 B TR A
BERESEERES - F Lt Thing On
Group Limited & F BAEB £ W E RN AR
AIRAPHEER — -

(2) GMLTE 1,279,090,2600% A 2 &) J% 19 BT 4k 2
HE 25 I % RNVL » NVLZE 1,279,090,260% 2
RAEIIRG BTG 2 #ea I ORI R - UIL
MRS E RREMT:

(a) GMLANVLZ 2 &M B A7) :
(0) NVLEZRYIBIER 2 2 &M B QA

(c) UILATFE R Y BB 2 IR R K & 4%
H=n—AEZ2REE &

@)  ULRFIREZZEAMBELR-
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Notes:

(M The entire issued share capital of Thing On Group Limited is
beneficially owned by Mr. Wong Chung Tak. Both Thing On Group
Limited and Mr. Wong Chung Tak are therefore deemed to have the
duplicate interests in the share capital of the Company.

(2) The interest of GML in the 1,279,090,260 shares of the Company is
attributed to NVL. The interest of NVL in the 1,279,090,260 shares of
the Company is also attributed to SIHL, UIL and SIHC on the bases
that:

(a) GML is the wholly-owned subsidiary of NVL;

(b) NVL is the wholly-owned subsidiary of SIHL;

() UIL controls more than one-third of the voting power at
SIHL's general meetings; and

(d) UIL is the wholly-owned subsidiary of SIHC.

Other than as disclosed above, the Company has not been notified
of any other relevant interests or that positions in the shares and

underlying shares of the Company as at 30 June 2004.



R_EZENF=F—H AEEEAEEHY
HAZHERERBEEITCERBGE &
It AEBERE R L A R 15,000,0007T (4
FER14,075000870) 2 HEBREERE
HBRFEBREFSELRITRZ &E
BAEXET-FEERLARBERAS B
BN _ZEERAE+_A=1+—HEE EX
HEEFRETA FUER -ERA GRS
EEREIEHEBREE R

39

BEXS

Connected Transaction

On 1 March 2004, the Group entered into a loan agreement with
Jingke Information, a jointly controlled entity of the Group, pursuant
to which the Group agreed to grant a non-revolving secured loan of
up to RMB15,000,000 (equivalent to approximately HK$14,075,000).
The loan bears interest at HSBC prime rate. Interest is capitalised to
the loan principal and the total is repayable on 31 December 2005
and may be renewable upon terms to be agreed between the parties
thereof. The equity interests of the shareholders of Jingke Information

were charged as security of the loan.
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Interim Dividend

The Board does not recommend any payment of interim dividend for
the six months ended 30 June 2004 (six months ended 30 June
2003: nil).

Purchase, Sale or Redemption of the Company's Listed
Securities
Neither the Company nor any of its subsidiaries purchased, sold or

redeemed any of the Company's listed securities during the period.

Code of Best Practice

The Company has complied at any time throughout the six months
ended 30 June 2004 with the Code of Best Practice as set out in
Appendix 14 of Listing Rules except that the independent non-
executive directors were not appointed for a specific term as set out
in Appendix 14 of the Listing Rules but are subject to retirement by
rotation and re-election at annual general meetings in accordance

with the bye-laws of the Company.

Audit Committee

The Audit Committee of the Company comprises three independent
non-executive directors which include Mr. Liu Sing Piu, Chris, Mr.
Lee Kuo Ching, Stewart, and Miss Chong Kally. The unaudited
condensed consolidated interim financial statements have been
reviewed by the Audit Committee and Deloitte Touche Tohmatsu, the

external auditors of the Company.

By order of the Board
Wong Chung Tak

Chairman

Hong Kong, 20 August 2004



