ANALYSIS OF THE GROUP’S
PERFORMANCE

The Group’s turhover for the six months
ended 30th Junhe, 2004 totuled HK$106.6
million, representing u decreuse of 93.9%
from HK$1,735.6 million over the last
correspondiny period. The turnover for the
first half-year wus muinly yeneruted from
manufacturing and frading of batteries
products und the phurmuceuticul
foroducts operution, the business segment
of phurmuceuticul products operution
wus treated us discontinuing operutions
during the period under review followiny
the disposul of this operation in May 2004.

The Group’s uhaudited consoliduted loss
for the six months ended 30th Junhe, 2004
reduced by 28.8% to upproximutely
HK$94.5 million us compured to
approximately HK$132.7 million in the last
correspondinyg period. The net loss
incurred for the period wus muinly
attributable to the dllowance for
receivubles und provision for unreulised
holding loss in investments in securities
durinyg the period.
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LIQUIDITY AND FINANCIAL
RESOURCES

During the first half of 2004, the Group
finunced its operations muinly through
cush generuted from its business uctivities,
banking facilities provided by its principul
bunkers und proceeds from disposul of
investments in securities und its
subsidiuries.

The Group’s short-term bunk lounhs and
other borrowinygs decreused from
approximately HK$38.3 million us at 31st
December, 2003 to upproximately HK$13.7
million us at 30th Junhe, 2004, representing
a sighificant decreuse of 64.3%. There was
no lohy-term bunk louns und other
borrowinygs at 30th June, 2004 under
review compured with the approximautely
HKSO.1 million at 31st December, 2003. The
geuriny rutio, culculuted to the totul
lonyg-term bunk louns and other
borrowinys divided by totul shareholders’
funhds remains nil as at 30th Juhe, 2004
und 31st December, 2003. The Group’s
total borrowings of HK$13.7 million were
muainly denominuted in HK dollars und
Renminbi, und the mauturity profile were
all within one year. Non-HK dollar
denominuted louns are directly related
to the Group’s businesses in the countries
of the currencies concerned.

As ut 30th Junhe, 2004, totul bunk
borrowinygs and other borrowinygs of the
Group umounhted to aupproximutely
HK$13.7 million and over 90% of the
Group’s bunk borrowinys bear interest at
fixed rates and the remuining were ut
floating rates.

During the period under review, cupitul
expenditure ugyreyuted to
approximately HKS1.5 million and was
used primarily for expunsion of existiny
facilities. The Group’s capital expenditures
will continue to be funded primarily from
cush generuted from operdations, cash on
hand or by bunk borrowings or u
combination of both ds reyuired.
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Cush und bunk bulunces umounted to
approximately HK$217.8 million, and is
muinly denominuted in Hohy Kohy
dollurs, Renminbi und Australiun dollurs.
The Group does hot expect sighificant
exposure to exchunyge rute und interest
rate fluctuations. As u result, the Group
did not enter into uny foreign exchunye
contructs, currency swups or other
finunciul derivutives.

SIGNIFICANT INVESTMENTS

China Enterprises Limited (carried on
business in Hong Kong as China Tire
Holdings Limited)

For the period under review, Chinu
Enterprises Limited ("Chinu Enterprises”)
continued to look ut struteyic investment
opportunities with u view to expundiny
business portfolios. Wing On is a fravel
business reluted uffiliate which continues
to benefit from the upwurd rebound to
the travel business of Hony Kony dfter the
negutive impucts brought by the
outbredk of the Severe Acute Respirutory
Syndrome ("SARS”) subsided over the
correspondinyg period. After disposiny of
its investments in Yinhchuun C.S.I.
(Greutwdll) Rubber Compuny Limited,
Double Huppiness Tire Industries
Corporution Limited und 25% interest in
Haunhgzhou Zhonyce Rubber Compuany
Limited ("Hunhygzhou Zhonyce”) which ure
principully enguged in the munufucturing
and frading of tires products in the PRC
und other countries ubourd in 2003, Chinu
Enterprises muintuins minimal involvement
in the manufacturing und trading of tires
products through its 26% held inferest in
Hunhygzhou Zhonyce.
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In June 2004, Chinu Enterprises entered
into a conditionul agreement for the
proposed ucyuisition of u property
situated in Shanghui, the PRC aund the
property beiny erected thereon which
comprises two levels of underground cur-
pdarks and u 24-storey building for d
consideration of RMB450 million. It is the
intention of the munaugement of Chinu
Enterprises to continue seekiny
dppropriute investment opportunities in
hotel und travel related businesses in the
PRC in view of the positive outlooks in this
sector in the coming future.

MRI Holdings Limited

MRI Holdings Limited ("MRI”) (ASX code:
MRI) continues as an investment
company under the ASX guidelines.

MRI has mude considerable effort to
identify suituble investments, which fit the
criteriu, laid dowh by the ASX but as yet
has not dohe so. As d result the MRI
currently has gpproximately half of its
current assets in cash and conseyuently
MRI is currently suspended from tradiny
until such time as it mukes u suituble
investment.

MRI has seen fit to appoint a receiver to
Fruit Projects Australia to protfect its
investment under the secured convertible
note und the receivership is proceediny
satisfactorily at this point in time.

MRI ‘is currently investigating several
investment proposuls with a view to
making un gpproved investment and
applying for u lifting of the fradihy
suspension of its shares.

ZZEZPFENA » Chinu Enterprisess] 3 — 14
BliREE ERRBURTELE2WER
EREEZYE  BRER—EAMEBHLTEESR
—BUBEESZ2KRE REAARY
450,000,0007T ° #5574 9+ BlE & & ik FEAE EE 1T
¥ A= 88 - Chinu Enferprises B2 B RS
BERETENEEEZRERS -

MRI Holdings Limited

MRI Holdings Limited (T MRIl) (ASX#R % :
MRD) RIBFASXIE S| BB RIRE QT °

MRIE(EHEES I EFEASXEEZEE
RE - MR REHEMIRE - MREREF BB ¥
HenBEERRS EEFHBEEREZ
Al MRIEZFEFES -

MRI&Fruit Projects AustralicEREEIE A JH 14
B8 UAREEACEHRTLBEEZR
E-ZHAAL ZEEEA-—ZFERSAR

=z
= °

MREBREFME TREZZRUETCEMEZ
RE  UKHABRLEERNES -




PROSPECTS

Following the successful consolidation of
the existing tire business of the Group, the
Group ucyuired u purcel of lund in
Zhuhui, the PRC in 2003 us u first step to
venture intfo the industrial properties
market in the ever-developing China.,
Zhuhudi beihg onhe of the speciul
econhomic zone in the Peuarl river deltu
plays an importunt role in the dynumic
industrial development in the southern
China, Being u close neighbour to Macau
aund will soon be linked up with Hony Kony
directly by d newly built cross-deltu
bridge, the Bourd believes Zhuhui will
definitely becomes un industrial backyurd
of Hony Kony.

To look for profituble investment
opportunities for the ultimute interest of
our shareholders in the lony und medium
run, the Bourd hus proposed to proceed
with the reul estate development project
locuted in Shanyghuai, the PRC. Shunghui,
u cosmopolitun und the lundmurk city
representing the business prosperity of
modern Chiha aund the fusion of culture
from the Eust and West, hus a greut
potentidl in its hotel und uccommodation
business. The Bourd is of the view thut the
development right of the lunhd into
prestigious service upurtments will possess
tfremendous potential in mMaking positive
confribution to the Group in the near
future.

RE

FEBERDEHREZWMRERE TR
SE-FAHEPEKEBE-RLL  FREE
BREARCHETIRYET B Z2E—H - IKB
ERK=ZART —ERERE  EEFEED
CIXBRRPEEEEAC -ESFEIRHR K
TEELAERRF - MBIRREEABERRETE
BREBEE AUKEBEIXFEELERA
BRZKRIEE -

AYERF B2 RERE  RMEKREAR
RARRZRERTHAG  ESSEREE
ETURFELEECEHERRIER o LB
A—EREHE  FTASKBRRTEHERERZ
BT > BMEREXL  EBEREBES
FHERRENEKR -ESERH - BRI
REAREXSHRBEEE  BHEE  8H
REAEEREPANFRETER °




Although there are signs of recovery in
the locul economy ufter the
implementation of the Closer Economic
Partnership Arrangement between Hony
Kohy and the PRC, the formuation of the
"Nine plus Two” joint forum of the
municipul government of hine mMajor south
China cities, the chief executive of
Maucau und the chief executive of Hony
Kony together with the expected eurly-
completion of the Disheylund in Hony
Kony, the Bourd is of the view that the
econhomy of the speciul udministration
region will remuin gloomy und uncertuin
in the neur term. Hence, the Boaurd will
muintain a cautiously optimistic attitude
towards the development of the Group
and would contfinue exercising cautions
in dllocuting its resources in order to
preserve the shareholders lony term
interest and muximizing return to
shareholders.

CORPORATE DEVELOPMENTS

The Group ucquired the entire interest in
u compuny from un independent third
party by the end of 2003 which is
ehyuyed in lund development project in
HKEHREE%E locuted in Long Shan
Development Areu, Doumen District,
Zhuhdi City, the PRC und is fo be jointly
developed with ZR/EMREEIL TXEEREL 8
@ . The Group how is entitled to have the
exclusive development right to the
project and the right to obtain the land
for development.

Chihu Enterprises entered info «
condifional agreement dated 13th
Janhuary, 2004 with Wing On (us
subsequently amended on 17th March,
2004 and 4th May, 2004) in relation fo the
issue of 2% convertible hote to China
Enterprises or its nomihee for u
considerution of HKS$155,000,000
attaching the right to convert into hew
shares of Wing On during u period of
three years from the dute of issue of the
convertible note, ut un initiul conversion
price of HK$0.02 per share of Wing On,
subject to adjustment.
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In Murch 2004, the Compuny entered into
u conditional sule and purchuse
uyreement with Cheuny Tui Hony (B.V.I.)
Limited ("Cheuny Tai Honhg”), a wholly-
owhed subsidiary of Cheunyg Tui Hohy
Holdings Limited, in relution to the disposul
of the entire equity interests in Tuny Fony
Huhy Investment Limited to Cheuny Tdi
Hony for u totul considerution of
HK$42,000,000.

As stated in the joint unnouncement
duted 8th March, 2004 of Pucific Century
Premium Developments Limited ("PCPD”
formerly knownh duas Dohy Faunyg Gus
Holdinys Limited, an associated company
of the Compuny at that fime), and PCCW
Limited ("PCCW"), PCPD conditionully
uyreed to purchuse (i) the entire issued
share cupitul of lpswich Holdings Limited
and ifs subsidiaries ("Property Group”),
beiny the group of compunies holdiny
PCP Beijing, PCCW Tower, other
investment properties und relauted
property und fucilities munuygement
compunies of PCCW und its subsidiuries
aund (ii) the louns of upproximutely
HK$3,529 million, in ugygreygute, of interest-
bedring louns owiny by the relevunt
members of the Property Group to PCCW
(comprising of HK$2,359 million and
US$150 million of such louns and (iii)
certuin property interests. The
conhsiderution for the ubove transaction
umounting to HK$6,557 million will be
satisfied by (u) us to HK$2,967 million by
the dllotment und issue of upproximautely
1,648 million hew shares of PCPD to PCCW
credited us fully puid at un issue price of
HK$1.80 per share; aund (b) us to the
remaining HK$3,590 million by the issue of
the convertible hote by PCPD to PCCW
or us it muy direct. Upon completion of
the foresuid proposuls, PCPD become the
flagship of PCCW for property
development business in Hohy Kony und
the PRC. Affer completion of the
fransuction, the Group’s interests in PCPD
wus decreused from 43.06% to 2.83%.
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On 30th March 2004, the Group entered
info u conditionul ugreement to ucqyuire
80% interests of the issued share capital
of und the shareholder’s loun to Taulent
Cosmos Limited for a consideration of
HK$30 million from independent third
pdarties. Talent Cosmos Limited is an
investment holding compuny and its
subsididaries are principully enguged in
manufacturing of butteries.

The sule und purchuse ugreement dated
16th June, 2004 hus been entered info
between the Group und Shanghui Jiu
Shenhyg Investment Company Limited in
relation to the aucquisition of the interest
in a parcel of land situated at Nos. 219
and 229, Jiung Ning Roud, Jing An District,
Shunyhui, the PRC und the building beiny
erected thereon which comprises two
levels of underground cuarparks and a 24-
storey building by the Group for d total
cohsiderution of RMB450,000,000.

NUMBER OF EMPLOYEES,
REMUNERATION POLICIES AND SHARE
OPTION SCHEME

As ut 30th June, 2004, the Group
employed dpproximately 525 stuff,
Remuneration puckuyes comprised of
sulury und yeudr-end bonuses bused oh
individual merits.

25,000,000 shure options were ygyrunted
und theh exercised during the period
ended 30th Juhe, 2004.
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