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INTERIM REPORT FOR THE SIX MONTHS ENDED 30TH JUNE. 2000

INTERIM RESULTS

The board of directors (the “Board”) of Shell Electric Mfg. (Holdings) Company
Limited (the “Company”) announces the unaudited consolidated results of
the Company and its subsidiaries (the “Group”} for the six months ended
30th June, 2000 as follows:

2000 1999
Notes HK$’000 HKS$'000
Turnover (H 1,006,444 759,083
Other revenue 31,503 41,152
Changes in inventories of finished goods and
waork in progress (16,477) 775
Changes in trading securities 292,908 -
Raw materials, subcontracted goods and
consumables used (419,670) (434,785)
Purchases of trading goods (110,935) (155,618}
Costs incurred on properties under development
for sale (97,245) (52,006}
Purchases of trading securities (535,830) -
Staff costs {(39,418) (52,613}
Depreciation and amortisation expenses (12,329) (13,027}
Other operating expenses (75,856) (90.578)
Profit from operations 23,095 2,383
Finance costs (10,901) {(3,503)
Share of results of associates (9,697) 4,096
Profit from investment in securities 429,204 -
Provision for losses on investments 2) (76,400) (5,400)
Provision for diminution in value of
properties under development for sale (25,070) -
Profit (loss) from ordinary activities before taxation 330,231 (2,424)
Taxation (3) (6,881) {3,922)
Profit (foss} before minority interests 323,350 (6,346)
Minority interests 4,275 (1,295)
Net profit {loss) for the period 327,625 (7,641)
Retained profits brought forward 1,282,791 1,237,319
1,610,416 1,229,678
Dividends (4) (103,862) (5,288)
1,506,554 1,224,390
Transfer to and from reserves (3) (33,763) -
Retained profits carried forward 1,472,791 1,224,390
2000 1999
: HKS HK$
Earnings (loss) per share (6)
Basic 62.07 cents  (1.40) cents
Diluted 61.70 cents N/A
Interim dividend per share 2.00 cents 1.00 cent
Special interim dividend per share 18.00 cents -
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INTERIM REPORT roOR THE SIX MONTHS ENDED 30TH JUNE, 2000

Notes:

Turnover

Turnover represents the following major categories

of revenue:

Sale of goods

Sale of properties
Property rental income
Trading of securities

Provision for losses on investments

Provision for loss on deposits for investment
Provision for losses on investment in securities

Taxation

Profit tax
Company and subsidiaries
Hong Kong
Other regions of the PRC

Associates

Deferred tax
Company and subsidiaries
Hong Kong

Dividends

Interim dividend at 2 cents per share
(1999: 1 cent per share)

Special interim dividend at 18 cents per share
(1999: Nil)

Overprovision of 1999 final dividend at 5 cents
per share on 3,469,000 shares repurchased

Transfer to and from reserves

2000 1999
HKS$’000 HKS$’000
639,319 696,127
88,991 52,086
9,851 10,870
268,283 -
1,006,444 759,083
29,400 5,400
47,000 -
76,400 5,400
6,745 3,918
186 -4

6,931 3,922
(50) -
6.881 3,922
10,404 5,288
93,631 -
(173) -
103,862 5,288

(i) During the period, an amount of HK$33,763,000 (1999: Nil) was utilised
from the retained profits as a result of the repurchase of the Company’s
shares as described in the section “Purchase, Sale or Redemption of Listed
Securities of the Company” and the write off of premium eon acquisition of

an associate.
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INTERIM REPORT FOR THE SIX MONTHS CNDED 30TH TUNE, 2000

5. Transfer to and from reserves (continued)

2000 1999
HKS$’'000 HK$’000
This amount represents:
Transfer to capital redemption reserve relating
to nominal value of shares repurchased 1,735 -
Premium paid on repurchase of shares
(included related: expenses) 3,402 -
5,137 -
Write off of premium on acquisition of an
associate 28,626 -
33,763 -

(ii} Profit before taxation for the six months ended 30th June, 2000 included an
amount of HK$322,655,000 (1999: Nil) released from investment revaluation
reserve as a result of disposal of interest in investment in securities not held
for trading during that period.

6. Earnings (loss) per share

The calculation of the basic and diluted earnings (loss) per share is based on the
following data:

Earnings (loss)

2000 1999
HK$'000 HK$000
Earnings (loss) for the purpose of basic and
diluted earnings (loss) per share 327,625 (7,641)
Number of shares
2000 1999
‘000 000
Weighted average number of shares for the purpose
of basic earnings (loss) per share 527,857 528,780
Effect of dilutive potential shares:
Share options 3,142
Weighted average number of shares for the purpose
of diluted earnings per share 530,999

The exercise prices of the Company’s outstanding share options and warrants
prior to the expiry on 31st May, 1999 were higher than the market share price.
Therefore, diluted loss per share for 1999 has not been calculated and shown.

INTERIM DIVIDENDS

The Board resolved to declare an interim dividend of 2 cents (1999: 1 cent)
per share and a special interim dividend of 18 cents (1999: Nil) per share in
respect of the six month period ended 30th June, 2000 to shareholders whose
names appear on the Register of Members of the Company on 27th October,
2000. Dividend warrants will be sent to shareholders on or before 6th
November, 2000.
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CLOSURE OF REGISTER

The Register of Members of the Company will be closed from Monday, 23rd
October, 2000 to Friday, 27th October, 2000, both days inclusive, during
which period no transfer of shares will be effected.

In order to qualify for the interim dividend and the special interim dividend
mentioned above, all transfers of shares accompanied by the relevant share
certificates, must be lodged with the share registrars of the Company, Standard
Registrars Limited at 5th Floor, Wing On Centre, 111 Connaught Road Central,
Hong Kong not later than 4:00 p.m. on Friday, 20th October, 2000.

REVIEW OF OPERATIONS

Electric Fans: Ceiling Fans and Table Fans

Demand for electric fans increased, especially for the Middle East and Africa
markets, but prices were still under competitive pressure during the period
under review. The Group expects that demand for electric fans in the second
half of the year wiil be stable. Furthermore, the Group will focus on developing
the higher end models to maintain the profitability of the division.

Household Vacuum Cleaners

This division is facing stiff competition from Mainland China manufacturers.
The newly introduced “bagless” and “wet and dry” vacuum cleaners have
been well accepted by our customers and the division is expected to breakeven
in the second Eaif of year 2000.

Fiber-optic Communication Products

The Group had realized all its investment in the fiber-optic communication
products into ¢ash and registered a profit of HK$429,204,000 in the financial
year 2000. Details of the disposal of investments can be referred to in the
notice to shareholders on 5th May, 2000.

Sybond Venture

The Group has formally organized its high tech investment arm into a company
calied Sybond Venture Limited. Tentatively, Sybond is budgeted to invest
U5%$38,000,000 in ventures in Internet infrastructure, patented technologies
in semiconductor and communication areas. As at the date of this
announcement, Sybond has invested approximately US$24,500,000 into
various projects. All of the ventures have slgown on-track development. Sybond
focuses on Internet infrastructure, instead of e-tailers and B2C ventures. By
design, Sybond will participate in the rise of Internet popularity. The Group
is cautiously optimistic on the future development of Sybond.

Steel Processing and Trading

The Group owns a 70% interest in the steel products processing joint venture
with Shinsho Corporation of Japan in Huang Pu district in Guangzhou. The
new security deposit system which has been introduced by the Customs
Office in China have caused heavy cash flow problem for our customers and
resulted in sales decrease during the period under review. The Group expects

5
ISHELL ELECTRIC MFG. (HOLDINGS) CO. LTD.I




INTERIM REPORT t0OR THE SIX MONTHS ENDED 30TH JUNE. 2000

that the Chinese Customs Office will soon relax the application of security
deposit system in some of the steel products, e.g. electro-galvanized iron,
and will benefit the business of steel processing in the second half of the
year 2000.

Cables Business

The Group and its Chinese partner have concluded a rationalization plan for
Guangdong Macro Cables Company Limited (“GMCCL”} which gave our Group
98% interests in GMCCL. During the period under review, the increase in
copper prices have continued to cause losses to the cable business. The
Group will undergo a restructuring program to enhance production efficiency,
streamline labour resources and strengthen the costs control.

Stainless Steel Welded Tubes Products

The Group has completed capital injection into Shunde Hua Feng Stainless
Steel Welded Tubes Limited F“HFSSWT”). The Group owns 90.1% interests
in the HFSSWT. During the period under review, HFSSWT continued to register
losses. The Group plans to increase production machineries; improve
production technology and strengthen the development of domestic and
overseas markets. It is envisaged that sales quantities of the division will
increase in the second half of t%e year.

Taxi Operations

Official Chinese government approval had been obtained for buying out of
our Chinesec{)artner in the Guangzhou SMC Car Rental Co., Ltd. The Group
has increased its interests in taxi operation to 85.5% and taken over the daily
management of the taxi operation. In the first few months under our
management, we have revamped its operation to reflect modern management,
relocated to a new and lower cost site and begin to refranchise existing taxi
to achieve higher return. The division is planning to increase the number of
‘taxi licenses gradually in the future.

Real Estate Investment & Development

The Group owns a 20% interest in CITIC Plaza in Tianhe District of
Guangzhou, which consists of an 80-storey Grade A office tower and two 38-
storey luxury service apartment towers. Over 80% of the CITIC Plaza is
either leased or sold. However, both the sales prices and leasing markets
softened during the period.

In view of the persisting sluggish sentiment in the property market of
Guangzhou district, the Group has held back the development of the project
at Yuen Kong Road in Guangzhou.

The Group has completed all the building structural work of a modern
manufacturing facility located in China in August this year. This manufacturing
facility will cost US$17,000,000 to the Group. The interior fit-out will be
completed in December this year, and the facility has already been fully
leased to one of the world’s largest fiber optic manufacturer for fiber optic
components production.
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Liang Xing Highway

The Group had completed the acquisition of a 52% interests in Shunde
Shunyue Highway Construction Limited (“Shunyue”) in April 2000. Shunyue
builds and operates the Liang Xing Highway (“Highway”), which has a total
length of approximately 16.3km. The last 3.5km of the Highway will not be
opened for traffic until the fourth quarter of this year. Currently, the Highway’s
10-lane tollgate has been refurbished and installed with electronic toll system,
which will improve the efficiency of the toll collection operation significantly.

Securities Trading

For our trading securities position, the original book cost was HK$278,352,000
and the market value has gone up to HK$332,688,000 at 30th June, 2000.
During the period under review, the Group realized a share trading profit of
HK$33,132,000.

Group Financial Position

Turnover of the Group for the six months up to 30th June, 2000 has increased
by 32% in comparison with the corresponding period in 1999 to
HK$1,006,444,000, as a result of increased volume of trading of securities.
The Group has sold out all of its 437,157 shares of E-TEK Dynamics Inc. in
April 2000 and received proceeds of approx. HK$565,597,000. This additional
cashflow not only boosted the net profit but also strengthened the capital
base and financial resources of the Group, thus facilitating the Group’s
strategic investments.

DIRECTORS’ INTERESTS IN THE SHARE CAPITAL AND
SHARE OPTIONS

(1) Shares

As at 30th June, 2000, the interests of the directors and their associates
in the share capital of the Company as recorded in the register maintained
by the Company pursuant to Section 29 of the Securities (Disclosure of
Interests) Ordinance (“SDI Ordinance”) of the Company were as follows:

Number of ordinary shares beneficially owned

Personal Family Corporate Other
Name of director interests interests interests interests
Dr. Yung Yau 91,043,000 2,400,000 - 156,000,000*
Mr. Billy Yung Kwok Kee 38,772,000 - - 156,000,000*
Dr. Leo Tung Hai Lee 300,000 - - -

Mr. Ngai Shiu Kit -
Mr. Simon Yung Kwok Choi 18,666,000

Madam Yung Ho Wun Ching 2,400,000%*  91,043,000** - 156,000,000*
Mr. Nicholas Yang Wei Hsiung 350,000 - - -
Mr. Leung Chun Wah 1,799,400 - - -
Mr. Plato Poon Chak Sang 739,200 - - -

*  These are the same shares held by a trust for the benefit of Dr. Yung Yau, Mr.
Billy Yung Kwok Kee and Madam Yung Ho Wun Ching.

**  The shares of Madam Yung Ho Wun Ching under her family interests and
personal interests are in fact the same shares included under the personal
interests and family interests respectively of Dr. Yung Yau.
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(2) Options

(i) As at 30th June, 2000, the directors had personal interests in share
options to subscribe for shares in the Company as follows:

Number of Period during
Name of shares under the Date  which option rights
director share options granted are exercisable
Dr. Yung Yau 1,072,000  28.01.2000 28.07.2000-27.07.2003

1,072,000  28.01.2000 28.01.2001-27.07.2003
1,072,000  28.01.2000 28.07.2001-27.07.2003
1,072,000  28.01.2000 28.01.2002-27.07.2003
1,072,000 28.01.2000 28.07.2002-27.07.2003
1,340,000  28.01.2000 28.01.2003-27.07.2003

Mr. Billy Yung 1,072,000 28.01.2000 28.07.2000-27.07.2003
Kwok Kee 1,072,000  28.01.2000 28.01.2001-27.07.2003
1,072,000  28.01.2000 28.07.2001-27.07.2003

1,072,000  28.01.2000 28.01.2002-27.07.2003

1,072,000  28.01.2000 28.07.2002-27.07.2003

1,340,000  28.01.2000 28.01.2003-27.07.2003

Dr, Leo Tung 96,000 28.01.2000 28.07.2000-27.07.2003
Hai Lee 96,000 78.01.2000 28.01.2001-27.07.2003
96,000  28.01.2000 28.07.2001-27.07.2003

96,000 28.01.2000 28.01.2002-27.07.2003

96,000 28.01.2000 28.07.2002-27.07.2003

120,000  28.01.2000 28.01.2003-27.07.2003

Mr. Ngai Shiu Kit 80,000 28.01.2000 28.07.2000-27.07.2003
80,000  28.01.2000 28.01.2001-27.07.2003

80,000  28.01.2000 28.07.2001-27.07.2003

80,000 28.01.2000 28.01.2002-27.07.2003

80,000  28.01.2000 28.07.2002-27.07.2003

100,000  28.01.2000 28.01.2003-27.07.2003

Madam Yung Ho 800,000  28.01.2000 28.07.2000-27.07.2003
Wun Ching 800,000  28.01.2000 28.01.2001-27.07.2003
800,000  28.01.2000 28.07.2001-27.07.2003

§00,000  28.01.2000 28.01.2002-27.07.2003

800,000  28.01.2000 28.07.2002-27.07.2003

1,000,000  28,01,2000 28.01.2003-27.07.2003

Mr. Nicholas Yang 80,000  28.01.2000 28.07.2000-27.07.2003
Wel Hsiung 80,000 28.01.2000 28.01.2001-27.07.2003
80,000  28.01.2000 28.07.2001-27.07.2003

80,000  28.01.2000 28.01.2002-27.07.2003

80,000 28.01.2000 28.07.2002-27.07.2003

100,000 28.01.2000 28.01.2003-27.07.2003

Subscription
price per share
HK$

1.38
1.38
1.38
1.38
1.38
1.38
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Number of Period during
Name of shares under the Date  which option rights  Subscription
director share options granted are exercisable price per share
HK$
Mr. Leung Chun Wah 120,000  28.01.2000 28.07.2000-27.07.2003 1.38
120,000  28.01.2000 28.01.2001-27.07.2003 1.38
120,000  28.01.2000 28.07.2001-27.07.2003 -1.38
120,000  28.01.2000 28.01.2002-27.07.2003 1.38
120,000  28.01.2000 28.07.2002-27.07.2003 1.38
150,000 28.01.2000 28.01.2003-27.07.2003 1.38
Mr. Plato Poon 120,000 28.01.2000 28.07.2000-27.07.2003 1.38
Chak Sang 120,000  28.01.2000 28.01.2001-27.07.2003 1.38
120,000  28.01.2000 28.07.2001-27.07.2003 1.38
120,000  28.01.2000 28.01.2002-27.07.2003 1.38
120,000  28.01.2000 28.07.2002-27.07.2003 1.38
150,000 28.01.2000 28.01.2003-27.07.2003 1.38

No options were exercised by the directors during the period.

{(ii) As at 30th June 2000. Diamond Key Enterprises Inc., a companﬁ
wholly owned by a discretionary trust of which Mr. Billy Yung Kwo
Kee is a beneficiary, had the following interest in over-the-counter
options in relation to shares of HK$0.50 each in the Company:

Nature Number Strike price
Bought/sold of option  of shares  per share  Expiry date
HK$
Bought Call 7,340,000 1.25 29.09.2000
Sol Call 7,340,000 2.10 29.09.2000
Sold Put 14,680,000 1.00 29.09.2000

(3) Disclosure of other interests

{i) As at 30th June 2000, the Company’s director, Mr. Billy Yung Kwok
Kee, through a company controlled by him, held 5,000 shares of,
representing a 10% interest in, Quickjay Management Limited, a
90% owned subsidiary of the Company.

In addition to the above, certain directors held shares in subsidiaries
as trustees for the Company.

(ii) As at 30th June, 2000, Mr. Billy Yung Kwok Kee, the managing
director of the Company, through a company controlled by him,
held 1,062,946 convertible preferred stock at par value of US$0.01
each in, and convertible notes in the value of US$622,500 issued
by, ASPEngines.com, Inc. ASPEngines.com, Inc. is a company in
which the Group held, as at 30th June, 2000, 4,251,788 convertible
preferred stock at par value of US$0.01 each (representing an 80%
of the total issued preferred stock as at that date), and convertible
notes in the value of US$2,490,000.

Other than as disclosed above, none of the directors or their associates, had
any interests in any securities of the Company or any of its associated
corporations as defined in the SDI Ordinance, and none of the directors or
their spouses or children under the age of 18, had any right to subscribe for
the sgcurities of the Company, or had exercised any such right during the
period. :
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SUBSTANTIAL SHAREHOLDERS

As at 30th June, 2000, the register of substantial shareholders maintained
under Section 16(1) of the SDI Ordinance showed that the following
shareholders had an interest of 10% or more in the share capital of the
Company:

Name of shareholder No. of ordinary shares
Herald Rich Company Limited (Note a} 138,000,000
Dr. Yung Yau (Note by 91,043,000
Note:

(a} The 138,000,000 shares held by Herald Rich Company Limited were included in the
lot of 156,000,000 shares and disclosed in the D%rectors’ interests above as being
held under a trust for the benefit of Dr. Yung Yau, Mr. Billy Yung Kwok Kee and
Madam Yung Ho Wun Ching.

(b) The 91,043,000 shares held by Dr. Yung Yau were disclosed in the “Directors’
Interests in the Share Capital and Share Options” above.

Other than as disclosed above, the Company has not been notified of any
other interests representing 10% or more of the Company’s issued share capital
as at 30th June, 2000.

CODE OF BEST PRACTICE

In the opinion of the directors, the Company complied with the Code of Best
Practice, as set out in Appendix 14 of the Rules Governing the Listing of
Securities on the Stock Exchan%}e, throughout the accounting period covered
by this report, except that the Non-Executive directors of the Company are
not appointed for specific terms but are subject to retirement by rotation and
re-election at the annualFeneral meeting of the Company in accordance with
the Company’s Articles of Association.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

During the period, the Company repurchased in the Stock Exchange a total

of 3,469,000 ordinary shares of HK$0.50 each of the Compang at an aggregate

%rice of HK$5,115,060 before expenses. All of these shares had been cancelled.
etails of the repurchases are as follows:

Number of

ordinary Highest Lowest
Month of shares price paid price paid Aggregate
repurchase repurchased per share per share price paid
HK$ HK$ HKS$
May 2000 3,469,000 1.57 1.28 5,115,060

Save as disclosed above, neither the Company nor anY of its subsidiaries has
purchased, sold or redeemed any of the Company’s listed securities during
the period.

YUNG YAU
Chairman of the Board
Hong Kong, 19th September, 2000
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