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Results

e 2004 Final Results announced on 2 1st
April 2005

s 2005 Interim Results announced on
25th August 2005

2005 interim Report

Posted to Shareholders on 12th
September 2005

Dividend

* 2004 Final Dividend of HK35 cents per
share was paid to Shareholders on 6th
June 2005

* 2005 Interim Dividend of HK20 cents
per share will be paid to Shareholders
on 30th September 2005

Closure of Register of Members

The Register of Members of the Company
will be closed from 21st September 2005
(Wednesday) to 23rd September 2005
(Friday), both dates inclusive, during which
period no transfer of shares will be
effected. Dividend warrants will be
despatched to Shareholders on 30th
September 2005 (Friday). In order to
qualify for the interim dividend, all
transfers accompanied by the relevant
share certificates must be lodged with the
Company’s Share Registrar by 4.00 p.m.
on 20th September 2005 (Tuesday).
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I am pleased to announce that the unaudited consolidated profits of the Group for the
six months ended 30th June 2005 amounted to HK$521 million. Compared to the
profit figure of HK$927 million from the same period last year, the profit represented a
decrease of 43.8%. The decline was mainly due to an exceptional gain of over HK$600
million brought to the Group from the listing of SMIC last year. However, the Group's
two core businesses of infrastructure facilities and medicine recorded an increase in net
profit of 57.7% and 13.8% respectively. The Directors have declared an interim dividend
of HK20 cents per share. The dividend payout ratio is 36.9%.

Following the completion of lega! procedures pertaining to the acquisition of SI United
in December 2004, the Group entered into asset swap transactions with Shanghai
Pharmaceutical Group and S| United respectively during the period. The Group has also
taken an active part in acquiring business and increasing the equity stake of its existing
quality businesses. Projects undertaken ranged from water services to medicine and
printing, involving an aggregate investment of RMB800 million.

o Entering into agreement with Shanghai Pharmaceutical Group; acquiring
and divesting of join? venture profects

2005 will be a crucial year for the Company as considerable efforts have been made to
implement the Group’s business restructuring. In April 2005, the Group entered into
an agreement with Shanghai Pharmaceutical Group for the acquisition of a further
40% share interest in Shanghai Medical Instruments at a consideration of RMB75.8
million and the disposal of its 48% share interest in Sunve Pharmaceutical at a
consideration of RMB155.8 million. This has set the stage for the restructuring of the
Group's pharmaceutica! business. Upon completion of the transactions, the Group
would cease to have any equity interest in Sunve Pharmaceutical while raising its share
interest in Shanghai Medical Instruments to 99%. Establishing a reputation for its
products and maintaining a considerable market share, Shanghai Medical Instruments
is poised to become the development platform for the Group’s medical equipment
business.
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o Asset swap with SI United signified the commencement of the Group’s
business restructuring program
In June 2005, the Company entered into an asset swap framework agreement with Sl
United, a subsidiary listed on the A-share market of the Shanghai Stock Exchange.
Under the agreement, the Company would dispose of certain pharmaceutical assets
including a 61% share interest in Xiamen TCM, a 55% share interest in Liaoning
Herbapex, a 51% share interest in Hugingyutang Pharmaceutical and a 29% share
interest in Hugingyutang Drugstore for a total consideration of approximately RMB445
miltion. In return, the Company will acquire certain cornmercial retail chain assets of St
United including a 21.17% share interest of Lianhua Supermarket and a 22.21% share
interest of Century Lianhua at a total consideration of RMB433 million. Lianhua
Supermarket is an H-share company listed on the Main Board of the Stock Exchange.
The transaction has been approved by SI United's independent shareholders and the
Company’s Shareholders, which together hold more than 50% in nominal value of the
shares conferring voting rights at a general meeting of the Company. The asset swap
signified the commencement of the Group’s pharmaceutical business restructuring
program. Sl United will become a listed company specialising in pharmaceutical business
through the swapping of its commercial retail chain assets for pharmaceutical assets.
This will further enhance the market position, brand building activity and long-term
profitability of SI United and will in turn benefit the overall performance of the Group.

o [ncreasing equity interests in a number of existing quality projects and
consolidating resources to enhance overall efficiency

During the period, the Group increased its equity interests in a number of existing

quality projects, and consolidated its resources in order to improve overall efficiency.

These projects include Hugingyutang Pharmaceutical, Xiamen TCM, Hebei Yongxin

Paper, Huzhou Tianwai Paper, Chengdu Jiuxing Printing and Chengdu Wing Fat Printing,

with total investments amounting to RMB380 million.
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Prospects

In recent years, the Group has made considerable efforts to consolidate its business
structure, focusing on the areas of infrastructure and medicine businesses, and promoting
vertical and in-depth development to achieve synergy in operation. Emphasising healthy
cash flow, profitability and growth, and promoting innovative ideas, the Group has
reorganised its businesses to ensure that its resources are best deployed. Looking forward,
the Group will strive to achieve major breakthroughs in upcoming merger and acquisition
activities in order to strengthen its core businesses. “Maintaining a strong focus, building
on a solid foundation, moving forward in a progressive manner and developing innovative
ideas” are the key strategic objectives of the Group. We will strive 1o create the best
value for Shareholders.

Lastly, on behalf of the Board of Directors, | wish to extend my gratitude to the Company's

Shareholders for their unfailing support. | also wish to express my appreciation to the
management and staff for their dedication and hard work during the period.

Cai Lai Xing
Chairman

Hong Kong, 25th August 2005
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Stepping into 2005, the operating environment in China has continued to change and
competition intensified as a result of the Government’s macro economic measures and
the reform of policies and systems. Increases in operating costs have brought considerable
pressure to focal enterprises. SMIC and Huizhong Automotive, engaged in
semiconductors, and automobiles and parts businesses respectively, suffered losses
during the period. Nevertheless, the Group’s two core businesses of infrastructure
facilities and medicine recorded an increase in net profit of 57.7% and 13.8%
respectively.

Infrastructure Facilities

For the first six months of 2005, the Group's infrastructure facilities business showed
steady growth, bringing a net profit of HK$102 million to the Group, an increase of
57.7% from the same period last year. This accounted for 18.5% of the Group's net
profit before net corporate expenses. During the period, GWC further secured three
projects, thereby increasing daily water supply and sewage treatment capacity by
approximately 630,000 tonnes. The extension work of Shanghai-Nanjing Expressway
(Shanghai Section) and the construction of the linhua Section of Yongjin Expressway
were in progress. The Shanghai Pudong Container Terminal Project achieved record
half-year results since its establishment in 2002.

Water Services

Water pricing reforms based on market supply and demand and the opening up of the
water services market have created huge investment potential in the Mainland's water
services market and attracted strong interest from domestic and foreign investors. Despite
increased competitions during the period, GWC successfully secured three water services
projects with investment amounts totalling RMB425 million. The joint venture projects
at Xiangtan, Hunan Province and at Bengbu, Anhui Province invested last year have
been put into operation, while the BOT (built-operate-transfer) project at Huzhou,
Zhejiang Province started construction. Presently, the water services projects held by
GWC will generate a combined capacity of exceeding 3.4 million tonnes of water supply
and sewage treatment.
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o Shaanxi Xianyang Water Supply Project

During the period under review, GWC acquired a 50% interest in the Shaanxi Xianyang
water supply project, with a term of operation of 30 years and a daily water supply
capacity of 180,000 tonnes. Transfer of equity interests is expected to be completed in
the second half of 2005.

o Shaanxi Xianyang “Yinshi Guo ¥/ei” f/ater Supply Project

The Shaanxi Xianyang “Yinshi Guo Wei” water supply project has a term of operation
of 30 years and a daily water supply capacity of 300,000 tonnes. The Xianyang “Yinshi
Guo Wei" water supply project franchise contract has been signed. The project is wholly-
owned by GWC.

o Shenzhen Longhua Sewage Treatment Plant BOT Project

The BOT project of Shenzhen Longhua Sewage Treatment Plant in the Baoan District
has a daily sewage treatment capacity of 150,000 tonnes with a term of operation of
22 years. A franchise agreement has been signed with the local government. Pre-
construction preparation work is expected to commence in the second half of 2005.
The project is wholly-owned by GWC.
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Toll Roads

Affected by the extension work of the Jiangsu Section, the operating results of the
Shanghai-Nanjing Expressway (Shanghai Section) declined during the period. Daily
average toll revenue amounted to RMB507,300, a decrease of 2% from the second
half of the previous year. During the period, revenue from principal operations amounted
to RMB92.18 million and net profit was RMB56.12 million. The extension work of the
Shanghai-Nanjing Expressway (Shanghai Section) progressed steadily as planned. The
pilot piling design work, testing proposal, formulation of regulatory details and other
preliminary works of pilot piling have been completed. Pilot piling was successfully
carried out in mid June, marking the commencement of the extension works of the
Shanghai-Nanjing Expressway (Shanghai Section). The extension project is scheduled
to be completed by the end of next year, after which the vehicle traffic volume and tolt
revenue are expected to rise accordingly. Yongjin Expressway (Jinhua Section) is
scheduled to open for traffic in the fourth quarter of this year and is anticipated to
bring in steady revenue to the Group.

Port Facilities

The performance of Pudong International was good with higher-than-expected results.
Despite the impact of the commencement of operation of Shanghai Pudong Container
Terminal Phase 5 early this year and the cancellation of two routes of the company
since January 2005, the company managed to increase container volume and utilise
scientific methods for loading and unloading. As a result, not only were operating
results unaffected, the company achieved the best ever half-year performance since its
establishment in 2002. For the six months ended 30th June 2005, the company’s
throughput totalled 1,233,500 TEUs while turnover and profit were RMB423 million
and RMB228 million, representing an increase of 11.97%, 20.09% and 33.48%
respectively over the corresponding period last year.

Medicine

During the period under review, the medicine business contributed HK$95.31 million
to the Group’s net profit, an increase of 13.8% from the same period last year and
accounted for 17.3% of the Group's net profit before net corporate expenses. The
overall turnover of the medicine business increased 182.2% from the same period last
year to HK$1,713 million. Operating income increased 151.5% to HK$206 million. The
operating result of SI United, in which the Group has a 56.63% shareholding, has been
consolidated into the Group's accounts since 2005.
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Chinese fMedicine and Health Food

The Group's Chinese prescription drugs, in particular injection products, grew rapidly.
“Dengfeng” Shen Mai Injection had a record turnover of RMB172 million, an increase
of 14.9% from the same period last year. The sales of “Dengfeng” Dan Shen Injection
and “"Dengfeng” Herba Houttuyniae Injection have seen rapid growth at the rates of
17.8% and 58.4% from the same period {ast year respectively. The “Quantitative Analysis
of TCM Compounds and its Application in Manufacturing of Shen Mai Injection”, a
research project jointly conducted by the Group and Zhejiang University, won Second
Prize in the State Scientific and Technology Progress Award, contributing to securing
the leading position of “Dengfeng” Shen Mal Injection among similar products in China.

During the period under review, the Group actively participated in the market
development of “Dinglu” Xinhuang Tablets. The addition of more than 70 hospitals as
new sales channels has helped build a solid foundation for the product’s sales growth.
The Group acquired Liaoning Herbapex, a company which specialises in Chinese medicine
manufacture and sale, last year. The company recorded a rise of income and net profit
at 11.1% and 6.3% respectively over the corresponding period last year. Its main product
"Cang Song” Rupixiao Tablets achieved a turnover of RMB51.93 million. The results of
Hugingyutang Pharmaceutical recorded substantial growth compared to the
corresponding period last year. For the period ended 30th June 2005, turnover and
profit before taxation amounted to RMB122 million and RMB22.86 million, representing
39% and 11% growth respectively compared to the corresponding period last year.
The company's principal product “Hugingyutang” Stomach Rejuvenation Tablets
increased 2.6% in turnover compared to the same period last year. Turnover of
“Hugingyutang” Qiangli Pipalu increased 88.6% from the corresponding period last
year.

The sales of OTC medicine "Qingchunbao” Anti-aging Tablets still remained at a stage
of adjustment. During the period under review, sales income amounted to RMB96.42
million, representing a decrease of 46.2% over the corresponding period last year.
With regard to health food, “Qingchuanbac” Beauty Capsules also recorded a 27.6%
drop of revenue at RMB37.94 million. “Qingchunbao” Yong Zhen Tablets and
"Hugquingyutang” Herba Dendrobium Grain, which were launched within the past
two years, have seen very positive growth in sales. During the period, turnover of these
two products reached RMB14.55 million and RMB27.64 million respectively.
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In the area of research and development, the Group initiated “Coronary Heart Calm
Tablet” research during the period and obtained clinical trial permission for the new
drug. The new drug is now undergoing clinical trial. “Scutellarin” and "Scutellarin
Injection”, two Category | new Chinese medicine research projects, have already
completed pre-clinical trials. The SFDA has begun assessment of the drugs. Currently, a
patent is being applied for “Scutellarin Injection (10ml)". The drug has been classified
by the State Administration of Traditional Chinese Medicine as the "New Drugs Research
and Development Special Study of the State Administration of Chinese Medicine”. The
“Compact Bone Capsules” project has entered Phase Il clinical trials in several PRC
hospitals and the “Kidney Tonifying Grains” has also been undergoing Phase Il clinical
trials. The “Modern Chinese Medicine for Cystic Hyperplasic of the Breast ~ Rupixiao
Soft Capsules”, a research project jointly conducted with Shanghai Second Military
Medical University, has reached the interim testing stage and application for clinical
trials has been made to the SFDA.

Sales of Major Chinese Medicine and Health Food
in the first half of 2005

" NameofProduct - © Category  Sales % change |
1 RMBO0O
“Qingchunbao” Anti-Aging Tablets Immunity-strengthening 96,420 -46.2%
“Qingchunbao” Beauty Capsules Health Food 37,935 -27.6%
“Dengfeng” Shen Mai Injection Cardiovascular 171,625 14.9%
“Dengfeng” Dan Shen Injection Cardiovascular 61,992 17.8%
“Dengfeng” Herba Houttuyniae Injection Anti-microbial infection 32,403 58.4%
“Dinglu” Xinhuang Tablets Anti-bacterial, 35,219 -4.4%

anti-inflammatory
"Hugingyutang” Stomach Rejuvenation Tablets Gastro-intestinal 38,877 26%
"Cang Song" Rupixiao Tablets Gynaecological 51,927 7.6%
Biomedicine

With respect to biomedicine business, the turnover for “Techpool” Luo An (Ulinastatin)
amounted to RMBS2.75 million during the period under review, representing 28.4%
increase over the previous period. In March this year, Guangdong Techpool completed
registration for the supply of low molecular-weight Heparin Sodium in the Japanese
market with Japan’s Ministry of Health and Welfare. At the same time, the Company
carried out registration work for finished pharmaceutical products in a number of
countries including Egypt, Iran and Syria. The product of Sunway Biotech, G-CSF, has
been formally on sale in certain overseas markets including India.
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During the period, three State Category | new drug projects of the Group made good
progress. “H101", a new drug for treating head and neck tumours (nasopharyngeal
cancer), has completed Phase Il clinical trials. Assessment for the project has made
considerable progress and it is expected that new drug certification would be granted
this year. After production trials are completed at the workshop equipped with a
production capacity of 150,000 pieces, application will be made for GMP certification.
Preparation for the commercialisation of "TNF” (Tumour Necrosis Factor), a
complementary drug for clinical treatment of cancer, is ready and construction of the
production workshop has been carried out as planned. The workshop is scheduled to
be set up in October and GMP certification is expected to be received in the first half of
2006. Human Urinary Kallikrein “Kai Li Kang”, designed for treatment of hypertension
and occlusion cerebral and surrounding blood vessels, has been made available all
information required for new drug registration. Having passed the assessment test of
the SFDA, the drug has entered the stage of technological evaluation. New drug
certification is expected within this year.

Medical Equipment

During the period under review, the Group entered into an agreement with the Shanghai
Pharmaceutical Group through which its equity interest in Shanghai Medical Instruments
will be increased to 99%. Shanghai Medical Instruments is mainly engaged in such
businesses as operating theatre equipment and oral instruments. During the period,
Shanghai Medical Instruments recorded a turnover of nearly RMB300 million. In the
area of marketing, Shanghai Medical Instruments focused its efforts on various major
products. The company participated in three regional exhibitions and one national
exhibition during the period. These activities have helped enhance product distribution
channels and promote company image. Having established a reputation and a strong
presence in the Mainland, Shanghai Medical Instruments will serve as the platform for
the Group's expansion into the medical equipment business.

MicroPort Medical achieved encouraging results during the first half of the year, with
records-breaking turnover and net profit of RMB118 million and RMB34.79 million
respectively, representing a growth of 2.57 times and 4.91 times respectively over the
corresponding period of the previous year. Its products, PTCA balloon catheters and
coronary stents, were granted first prize in the 2004 Shanghai Science & Technology
Progress Award. The sales of these products grew rapidly.
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Consumer Products and Information Technology

During the period under review, the overall results of consumer products and information
technelogy business maintained steady growth and contributed net profit of HK$355
million to the Group. Excluding the exceptional profit from the listing of SMIC last year,
net profit represented a growth of 19% over the corresponding period of the previous
year and accounted for 64.2% of the Group's net profit before net corporate expenses.

Tobacco

During the period, Nanyang Tobacco recorded a turnover of HK$723 million,
representing a decline of 16.5% from the corresponding period of the previous year.
The decrease was due to changes in sales policy effective this year requiring the exclusion
of trade discounts from sales. Nanyang Tobacco’s profit amounted to HK$210 million
during the period, representing an increase of 31.8% over the corresponding period of
the previous year. At present, nearly 90% of Nanyang Tobacco’s sales are derived from
self-made cigarettes, of which nearly 70% is accounted for by “Double Happiness” in
both soft and hard packets. In view of changes in market distribution and market
share, Nanyang Tobacco has focused on developing new markets for expansion. Newly
developed markets now include Australia, Middle East, Malaysia and Indonesia.

Dairy

During the first half of 2005, Bright Dairy recorded a turnover of RMB3,467 million,
representing an increase of 6.8% over the corresponding period of the previous year.
A net profit of RMB151 miflion, representing an increase of 2.9% over the corresponding
peried was recorded. With increased competitions in the dairy market, Bright Dairy has
taken a market-driven approach, upgrading its product mix and raising brand awareness.
During the period, the “Bright” trademark of Bright Dairy was once again recognised
as a "leading trademark” in Shanghai. The Chinese Academy of International Trade
and Economic Cooperation of the Ministry of Commerce has given a triple A ranking
to Bright Dairy in terms of trustworthiness. In respect of new products, the company
has been trying to develop muiti-functional and muiti-characteristic new products such
as “Jianneng low-sugar milk” and “lJianneng low-fat milk” through defining specific
market segments as well as operating on a regional basis. In the area of market
development, Bright Dairy has established a new production base in Chengdu for
refrigerated dairy products in southwestern China. Media reports about product quality
management of Bright Dairy in June adversely affected sales in some regions. The
company has however taken effective crisis management measures to rectify the situation
with the public and investors and to restore consumer confidence.
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Automobiles and Parts

The generally sluggish domestic automobile industry in the Mainland with continued
downward adjustments of automobile prices has resulted in a significant decline in
operating income for auto-related companies. At the same time, the under-utilised
production capacity has put pressure on the enterprises’ fixed costs. During the period,
Huizhong Automotive and Transportation Electric, both engaged in automabile and
parts businesses, together reported sales of RMB1,861 million, a decrease of 46%
from the corresponding period of the previous year. Huizhong Automotive reported
losses. Transportation Electric however achieved a profit of RMB14.47 million through
implementing effective measures in reducing costs and maximise efficiency.

Printing

Wing Fat Printing achieved satisfactory results during the period. The company recorded
a turnover of HK$283 million and a net profit of HK$64.26 million, representing a
growth of 20.4% and 1.5% respectively over the corresponding period of the previous
year. After a period of trial operation, the new Dongguan factory fully commenced
production this year. During the period, Wing Fat Printing has also made considerable
efforts to consolidate internal resources and invested a total of nearly RMB156 million
to raise its shareholding in a number of associated enterprises, including Hebei Yongxin
Paper, Chengdu Jiuxing Printing and Chengdu Wing Fat Printing, which became
subsidiaries of Wing Fat Printing. These enterprises represent new sources of growth
for the Group’s printing business.

Information Technology

The semiconductor industry experienced a downturn in its product cycle since the end
of 2004, in particularly the foundry sector. As a result, SMIC recorded a loss of US$70.44
million during the period. Nevertheless, the company maintained a 29.5% increase in
sales, amounting to US$528 million. In the second quarter of 2005, the company
reported an increase in capacity to 139,025 8-inch equivalent wafers per month and a
utilisation rate of 87%. Based on the demand forecasts provided by its customers,
SMIC believes that the second half of 2005 will be a period of financial growth and
improvement. At present, SMIC has formed a partnership with Saifun Semiconductors,
Ltd. to license Saifun’s NORM® technology for the production of flash memory-based
products. The new flash-memory strategy of SMIC will enable the company to meet
the increasing demand for flash-based products in the consumer electronics and
telecommunication sectors.
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Sl actively promoted the construction of key urban information technology projects
and achieved satisfactory results. During the period under review, the number of
“Cableplus” subscribers exceeded 200,000, while the number of digital television
subscribers jumped to 45,996. A total of 157 additional kilometres of information
pipelines were built, providing new network access to 152 buildings. “Easypay” reached
3 million user hits with approximately RMB260 million in transactions. Shanghai
Certification Centre, a hi-tech company under Sli is mainly engaged in network trust
services and third party certification services. During the period under review, it was
granted electronic certification service user code licence by the Code Monitoring State
Authority and became a member of the first group of certification institutions granted
such licences in the Mainland.
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Unaudited
Six months ended 30th June
Increase
2005 2004 (D