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Dear Sirs,
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Rule 12g3-2(b) Materials
File No. 82-5160

On behalf of Shanghai Industrial Holdings Limited (the “Company”), I enclose copy of
the Shareholders’ circular dated 4th May 2006 in respect of the share reform plan of
Bright Dairy & Food Co. Ltd. pursuant to Rule 12g3-2(b){1)(ii1) under the Securities
Exchange Act of 1934 (the “Exchange Act”), in accordance with the exemption from
reporting under that Rule of the Company.

Pursuant to Rule 12g3-2(b)(4) and (5), the enclosed materials shall not ‘be deemed
“filed” with the Commission or otherwise subject to the liabilities of Section 18 of the
Exchange Act, and the furnishing of such materials shall not constitute an admission for
any purpose that the Company is subject to the Exchange Act.

Meanwhile, should you have any queries, please do not hesitate to contact the

undersigned at (852) 2876 2306.
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Company Secretary
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THIS CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ACTION

-

If you are in any doubt as to any aspect of this circular or as to the action to be taken, you
should consult your stockbroker or other registered dealer in securities, bank manager, solicitor,
professional accountant or other professional adviser.

If you have sold or transferred all your shares in Shanghai Industrial Holdings Limited, you
should at once hand this circular to the purchaser or to the bank, stockbroker or other agent
through whom the sale or transfer was effected for transmission to the purchaser or transferee.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this
circular, makes no representation as to its accuracy or completeness and expressly disclaims any
liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any
part of the contents of this circular.

This circular is for information purposes only and does not constitute an invitation or offer to
acquire, purchase or subscribe for securities of Shanghai Industrial Holdings Limited.
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SHANGHA! INDUSTRIAL HOLDINGS LIMITED

(Incorporated in Hong Kong with limited liability)
(Stock Code: 363)

DISCLOSEABLE TRANSACTION

SHARE REFORM PLAN
OF
BRIGHT DAIRY & FOOD CO., LTD.

A letter from the board of directors of Shanghai Industrial Holdings Limited on the share reform
plan of Bright Dairy & Food Co., Ltd. is set out on pages 4 to 12 of this circular.

4th May 2006
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[

In this circular, the following express}‘ions have” the Sfollowing meanings unless the

context requires otherwise:

Term
“A Shares”
“Board”

“Bright Dairy”

“Company”

“Consideration”

“Conversion Date”

“Converted A Shares”

“Danone”

“Da Zhong Transport”

“Directors”

“East Hope”

“Groupn

“Latest Practicable Date”

|

Meaning

freely transferable shares of Bright Dairy

the board of Directors

|
Bright Dai}ry & Food Co., Ltd. CEHAZERBGERLA), a
joint stock| limited company established under the laws of
the PRC Pwned as to approximately 30.78% by SIFP,
whose A Shares are listed and traded on the Shanghai

Stock Excﬁange (Stock code: 600597)

Shanghai | Industrial Holdings Limited, a company
incorporater:d under the laws of Hong Kong with limited
liability, vs}zhose shares are listed on the Main Board of the
Stock Exc‘hange

the consic}leration for the consent by the holders of A
Shares toJJthe conversion of all Non-Tradable Shares into
tradable A Shares under the Share Reform Plan

the date afll Non-Tradable Shares have been converted into
A Shares pursuant to the Share Reform Plan

the A Shjares arising on conversion of the Non-Tradable
Shares }

Danone ./isia PTE Ltd., a holder of Non-Tradable Shares

RAZE (EB) BB ERAF (Da Zhong Transport (Group)
Company Limited*), a former holder of Non-Tradable
Shares

directors|of the Company

ﬁ?’iﬁ%%@ﬁﬁﬁ/&ﬂ (East Hope Group Co. Ltd.*), a
holder of Non-Tradable Shares

|

| . N
the Company and its subsidiaries

28th Ap‘ril 2006, being the latest practicable date prior to
the printing of this circular for ascertaining certain

information contained herein.

|

* The English name is an informal English translafion of the official Chinese name.
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“Listing Rules”

“Model Code”

“Non-Tradable Shares”

“PRC!?

“SIFP”

“Shanghai Dairy”

“SFO”

“Shareholders”

“Share Reform Plan”

“SIH”

“SIIC”

“SIIC Capital”

“SIIC CM Development”

“SI United”

DEFINITIONS.

the Rules Governing the Listing of Securities on the Stock
Exchange

Model Code for Securities Transactions by Directors of
Listed Issuers

non-freely transferable shares of Bright Dairy
the People’s Republic of China

S.I. Food Products Holdings Ltd. ( L E&HEZERERAF),
a limited liability company established under the laws of
the British Virgin Islands wholly-owned by the Company

LE4 (@) FR/ATE (Shanghai Dairy (Group) Co.
Ltd.*), a holder of Non-Tradable Shares

the Securities and Futures Ordinance (Chapter 571 of the
laws of Hong Kong)

holder(s) of the share(s) in the capital of the Company

the plan for conversion of all Non-Tradable Shares into
tradable A Shares in exchange for an offer of
Non-Tradable Shares and cash to holders of A Shares
proposed by the holders of Non-Tradable Shares, with
further details as described in this circular

Shanghai Investment Holdings Ltd., a limited liability
company established under the laws of the British Virgin
Islands

Shanghai Industrial Investment (Holdings) Co. Ltd., a
company incorporated in Hong Kong with limited liability

SIIC Capital (B.V.I.) Ltd., a limited liability company
established under the laws of the British Virgin Islands

SIIC CM Development Ltd., a limited liability company
established under the laws of the British Virgin Islands

Shanghai Industrial United Holdings Co. Ltd., a joint
stock limited company established under the laws of the
PRC which is a subsidiary of the Company listed on the A
Shares market of the Shanghai Stock Exchange (stock
code: 600607)

*  The English name is an informal English translation of the official Chinese name.
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“STC”

“Stock Exchange”
“HK$”

“RMB”

(

)
Shanghai Industrial Investment Treasury Co. Ltd., a
limited liab‘ility company established under the laws of the

British Virgin Islands

|

The Stock Exchange of Hong Kong Limited
|

Hong Kong dollars, the lawful currency of Hong Kong

Renminbi, the lawful currency of the PRC

/
%
/
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SHANGHAI] INDUSTRIAL HOLDINGS LIMITED

(Incorporated in Hong Kong with limited liability)

{Stock Code: 363)

Executive Directors: Registered office:
Mr. Cai Lat Xing  (Chairman) 26th Floor

Mr. Cai Yu Tian (Vice Chairman, Chief Executive Officer) Harcourt House
Mr. Qu Ding (Vice Chairman, Executive Deputy CEO) 39 Gloucester Road
Mr. Lu Ming Fang Wanchai

Mr. Ding Zhong De Hong Kong

Mr. Qian Shi Zheng (Deputy CEQ)

Mr. Yao Fang

Mzi. Tang Jun

Independent Non-executive Directors:
Dr. Lo Ka Shui

Prof. Woo Chia-Wei

Mr. Leung Pak To, Francis

4th May 2006
To the Shareholders

Dear Sir or Madam,

DISCLOSEABLE TRANSACTION

SHARE REFORM PLAN
OF
BRIGHT DAIRY & FOOD CO., LTD.

1. INTRODUCTION

On 12th April 2006, the Directors announced that the Share Reform Plan in respect of
Bright Dairy for the conversion of all Non-Tradable Shares into tradable A Shares had been
proposed among the holders of the Non-Tradable Shares, one of which is SIFP (a
wholly-owned subsidiary of the Company). Following communications and consultations
with the holders of A Shares, the Share Reform Plan was finalized with adjustments made to
its terms as originally proposed.

Under the Share Reform Plan, the shareholding percentage of SIFP in Bright Dairy will
be reduced from approximately 30.78% to 25.17%. The reduction of shareholding in Bright
Dairy pursuant to the Share Reform Plan constitutes a discloseable transaction for the
Company under Rule 14.06 of the Listing Rules. The Company is required by the Listing
Rules to issue this circular to provide the Shareholders with further information on such
transaction and to give other information in relation to the Company.
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2. THE SHARE REFORM PLAN

|
Bright Dairy has four holders of Non-Tradable Shares, one of which is SIFP. SIFP
holds such number of Non-Tradable Shares thich represents approximately 30.78% of the
total issued share capital of Bright Dairy./ As at the Latest Practicable Date, the total
Non-Tradable Shares represented approximately 76.96% of the total issued share capital of
Bright Dairy. The holders of Non-Tradable Shares and their respective shareholding interests
in Bright Dairy as at the Latest Practicable Date were as follows:

Before completion of the Share Refor{m Plan
|

Approximate

percentage of

| Number of total issued

shares in share capital

Bright Dairy of Bright

Type of shares / held Dairy
Non-Tradable Shares held by: |

Shanghai Dairy | 320,757,026 30.78%

SIFP ) 320,757,026 30.78%

Danone / 120,283,881 11.55%

East Hope ) 40,094,627 3.85%

Subtotal: / 801,892,560 76.96%

A Shares held by other shareholders 240,000,000 23.04%

|
!

Total: I} 1,041,892,560 100%
J

To the best knowledge and belieq of the Company, having made all reasonable
enquiries, Shanghai Dairy, Danone and East Hope (save for their respective interests in
Bright Dairy) as well as the current registered holders of A Shares are third parties
independent of the directors, chief executive or substantial shareholders of the Group or any

of their respective associates.

Under the Share Reform Plan, in consideration of the consent by the holders of A
Shares to the conversion of all Non-Tradable Shares into tradable A Shares, the existing
holders of the Non-Tradable Shares will[offer to all holders of A Shares RMB8.46 in cash
and 1.2 Non-Tradable Shares (which will be converted into A Shares on completion of the
Share Reform Plan) for every ten A Sharcjes held by each such holder upon completion of the

Share Reform Plan.

|
|
|
|
|
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Conditions of the Share Reform Plan
The Share Reform Plan is subject to the following:

1. the approvals of more than two-thirds of the voting rights of (i) all the
shareholders of Bright Dairy and (ii) the holders of A Shares attending the general
meeting; and

2. all other necessary approval as may be required to be obtained in relation to the
Share Reform Plan pursuant to the applicable legal requirements or provisions.

If any of such approvals cannot be obtained, the Share Reform Plan will not be
implemented. There is no long stop date for fulfillment of the above conditions. The
Company will issue a further announcement if the Share Reform Plan will not be
implemented.

Consideration

The Consideration (comprising cash and Non-Tradable Shares) will be contributed
by the existing holders of Non-Tradable Shares as follow:

1. Danone will contribute RMB15,000,000 in cash towards the Consideration.
Danone will also acquire from each of Shanghai Dairy and SIFP 44,099,410
Non-Tradable Shares, totaling 88,198,820 Non-Tradable Shares, at a price of
RMB4.06 per Non-Tradable Share. The completion of the acquisitions are
conditional upon the approval of the Share Reform Plan;

2.  Each of Shanghai Dairy and SIFP will contribute RMB85,520,000 in cash and
14,400,000 Non-Tradable Shares towards the Consideration; and

3. East Hope will contribute RMB17.000,000 in cash towards the Consideration.

Contributions of cash and/or Non-Tradable Shares to the Consideration by the
holders of Non-Tradable Shares will be made at the same time.

The amounts of cash and/or Non-Tradable Shares contributed by each of the
above holders of Non-Tradable Shares were arrived at after arm’s length negotiations
among these holders, taking into account the percentage shareholding in Bright Dairy
held (before and after the Share Reform Plan) as well as the number of Non-Tradable
Shares to be offered by the corresponding holder of Non-Tradable Shares. SIFP and
Shanghai Dairy being the holders of Non-Tradable Shares with a greater percentage
shareholding than Danone and East Hope would contribute more cash and
Non-Tradable Shares, with a view to lead the Share Reform Plan as the two largest
controlling shareholders of Bright Dairy.

The contributions towards the Consideration by the holders of Non-Tradable
Shares were pro rata to the percentage shareholding in Bright Dairy as between SIFP
and Shanghai Dairy, but not pro rata to the percentage shareholding in Bright Dairy as
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among SIFP, Danone and East Hope. T}rlis is because in the case of Danone it will also
have to acquire Non-Tradable Shares flr"om each of SIFP and Shanghai Dairy, and also
due to the much smaller percentage| shareholding of East Hope in Bright Dairy.
Shanghai Dairy and SIFP have equal |percentage shareholdings in Bright Dairy, and
they will contribute equal amounts of rcash and Non-Tradable Shares to be offered to
the holders of A Shares. East Hope préferred not to offer Non-Tradable Shares to the
holders of A Shares and had to contribute more cash in lieu of the amount of
Non-Tradable Shares to be offered.| Danone which also preferred not to offer
Non-Tradable Shares to the holders of A Shares had to purchase Non-Tradable Shares
from each of SIFP and Shanghai Dairy, at a price per Non-Tradable Share which is
further described below, and from suf:h transfer of Non-Tradable Shares to Danone,
SIFP will receive proceeds of sale which is higher than the unaudited carrying value of
such Non-Tradable Shares in the accou‘[nts of the Group as at 31st December 2005. The
price per share of the transfer of Non-Tradable Shares by SIFP to Danone is lower than
the value per share of the contribution of Non-Tradable Shares by SIFP to the
Consideration, partly due to the amount of Non-Tradable Shares which Danone is
acquiring from each of SIFP and Shanfghai Dairy is much greater than that which each
of the holders of A Shares would receive under the Share Reform Plan, and also in
view of the contributions which have been made by Danone to the business of Bright

Dairy.

In view of the potential benefits}of the conversion of Non-Tradable Shares into A
Shares, and the cash flow to be generated from the transfer of Non-Tradable Shares to
Danone, and that the contributions of SIFP and Shanghai Dairy to the Consideration
are equal, the Directors consider from the perspective of SIFP the basis of the
Consideration and the contribution by SIFP to the Consideration to be fair and

reasonable. )
|
|

The total Consideration to be offered to the holders of A Shares will amount to

RMB203,040,000 in cash and 28,800,b00 Non-Tradable Shares.
Transfer of Non-Tradable Shares by SIFP to Danone

As part of the Share Reform Plan, an agreement for sale and purchase of shares
has been entered into between SIFP and Danone:

Date of Agreement : 12th April 2006
Parties : SIFP (as the vendor)
D)‘anone (as the purchaser)
Subject Matter : transfer of 44,099,410 Non-Tradable Shares by SIFP
to Danone
Consideration : RMB 179,043,604.60

The consideration for the transfer of Non-Tradable Shares from SIFP to Danone
of RMB4.06 per share was determmed based on the initial public offering price of
RMB6.50 per share of Bright Dalry, and the bonus issue of shares of Bright Dairy in
June 2004 on the basis of 6 new shares for every 10 existing shares held. Danone and

-
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SIFP chose the initial offering price as the cost of acquiring tradable A-Shares, and
represented a premium of 8.27% over the price per Non-Tradable Share in the sale of
Non-Tradable Shares by Da Zhong Transport to Danone on 26th October 2005, a
discount of 15.76% to the 120 day average closing price and a discount of 30.34% to
the 30 day average closing price per A Share on the Shanghai Stock Exchange up to
7th April 2006 (the last day of trading of A Shares on the Shanghai Stock Exchange
pending consultations on and finalisation of the terms of the Share Reform Plan). The
Directors take the view that the discount to the 30 day average closing price is
relatively high due to unusual increase in the share price of Bright Dairy before the
suspension in trading of A Shares caused by market reaction to the anticipated Share
Reform Plan. The Directors consider the price of transfer of Non-Transferable Shares
to Danone to be fair and reasonable.

Completion of the transfer of 44,099,410 Non-Tradable Shares by SIFP to Danone
is subject to, among others, the obtaining of written approval or no-objection letter
from the Department of Commerce, the China Securities Regulatory Commission and
other relevant government departments of the PRC of the transfer of Non-Tradable
Shares by SIFP to Danone, and the obtaining of necessary shareholders’ and
government approvals for the Share Reform Plan. The convening of a shareholders’
meeting of Bright Dairy for consideration and approval of the Share Reform Plan is
subject to the approval from the relevant PRC government authorities of the transfer of
shares to Danone. There is no long stop date for completion of the transfer of
Non-Tradable Shares by SIFP to Danone.

The acquisitions of Non-Tradable Shares by Danone from SIFP and from
Shanghai Dairy (as referred to under the section headed “Consideration” above) were
negotiated as part of the Share Reform Plan, as Danone wishes to increase its
shareholding in Bright Dairy under the Share Reform Plan. SIFP agreed to the transfer
of Non-Tradable Shares to Danone under the Share Reform Plan because it will receive
proceeds from the transfer, and the transfer together with the offer of Non-Tradable
Shares and cash to holders of A-Shares by SIFP will result in an immaterial net loss to
the Group under the Share Reform Plan. Such acquisitions by Danone were taken into
account in the determination of the contributions by each of SIFP, Shanghai Dairy and
Danone to the Consideration.

Undertakings

Under the Share Reform Plan, each of Shanghai Dairy, SIFP and Danone will
undertake that (1) upon completion of the Share Reform Plan and conversion of the
Non-Tradable Shares into tradable A Shares, the Converted A Shares may not be traded
on the Shanghai Stock Exchange within 24 months from the Conversion Date; and (2)
upon expiration of the said 24-month restriction period, Converted A Shares which
amount to not more than 5% of the total issued share capital of Bright Dairy may be
traded on the Shanghai Stock Exchange in the next 12 months, and Converted A Shares
which amount to not more than 10% of the total issued share capital of Bright Dairy
may be traded on the Shanghai Stock Exchange in the next 24 months.
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Under the Share Reform Plan, Shanghai Dairy, SIFP and Danone will also
undertake that: f

1. they will jointly put forward proposals at the shareholders’ general meeting of
Bright Dairy for each of the three years ending 31st December 2008 that the
dividend to be distributed in cash shall be not less than 50% of the distributable
audited net profits for the year, and{ will vote in favour of such proposal; and

|
2. they will advocate that Bright Da‘iry will after completion of the Share Reform
Plan establish a share incentive scheme for its management staff in accordance

with relevant regulations.

After fulfillment of its obliga}ions to contribute RMB17,000,000 to the
Consideration, East Hope will not be bound by any restrictions on the trading of its
Converted A Shares after completion of the Share Reform Plan.

3. CHANGES IN SHAREHOLDING ST‘RUCTURE OF BRIGHT DAIRY
Under the Share Reform Plan, the perrcentage shareholding in Bright Dairy held by
SIFP will be reduced from approximately 30.78% to approximately 25.17%. The following

are the anticipated changes in the shareholding structure of Bright Dairy after completion of
the Share Reform Plan.

After completion of the Share Reform Plan

‘ Approximate

Percentage of

Number of total issued

shares in share capital

Bright Dairy of Bright

Type of shares held Dairy
A Shares held by:

Shanghai Dairy 262,257,616 25.17%

SIFP 262,257,616 25.17%

Danone ‘ 208,482,701 20.01%

East Hope [ 40,094,627 3.85%

Subtotal: | 773,092,560 74.20%

A Shares held by other shareholders 268,800,000 25.80%

Total: 1,041,892,560 100%
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After the completion of the Share Reform Plan, the total number of issued shares in the
share capital of Bright Dairy will be unchanged, but SIFP will end up disposing of an
approximate 5.61% shareholding in Bright Dairy (including its contribution of Non-Tradable
Shares to the Consideration and transfer of Non-Tradable Shares to Danone).

4. INFORMATION ON BRIGHT DAIRY

Bright Dairy is engaged in the manufacture, distribution and sale of dairy and related
products. It is owned by the Company as to approximately 30.78% of its total issued share
capital.

The consolidated profit before taxation and minority interests and the consolidated
profit after taxation and minority interests of Bright Dairy for the two years ended 31st
December 2005, which were prepared in accordance with the generally accepted accounting
principles in the PRC, were as follows:

Audited Audited
Year ended Year ended
31st December 31st December
2004 2005
RMB’000 RMB’000
Consolidated profit before taxation
and minority interests 381,961 236,670
Consolidated profit after taxation
and minority interests 317,974 211,124

The consolidated total asset value and the consolidated net asset value of Bright Dairy
for the two years ended 31st December 2005, which were prepared in accordance with the
generally accepted accounting principles in the PRC, were as follows:

Audited Audited

Year ended Year ended

31st December 31st December

2004 2005

RMB’000 RMB’000

Consolidated total asset value 3,567,161 3,667,275
Consolidated net asset value 2,050,236 2,112,177

The audited consolidated turnover of Bright Dairy for each of the two years ended 31st
December 2004 and 31st December 2005 amounted to approximately RMB#6,785,679,000
and RMB6,903,863,000 respectively.

Bright Dairy is accounted for as an associate in the audited consolidated financial
statements of the Group, and will continue to be so accounted for after completion of the
Share Reform Plan.

—10 -
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J
\
5.  REASONS FOR AND BENEFITS OF ”‘[‘HE SHARE REFORM PLAN
The implementation of the Share R;Lform Plan is in line with the prevailing
development of the securities market of the PRC and will render the Non-Tradable Shares

held by SIFP becoming freely transferable on ‘fthe Shanghai Stock Exchange.

The Directors (including the independent Non-Executive Directors) believe that that the
terms of the Share Reform Plan (including tti‘le transfer of Non-Tradable Shares by SIFP to
Danone) are fair and reasonable and in the interests of the shareholders of the Company as a
whole. f

6. FINANCIAL EFFECTS OF THE SHARE REFORM PLAN
\

Based on the audited net asset value of Bright Dairy as at 31st December 2005, the
Share Reform Plan will have no material adverse effect on the financial position of the
Group. After completion of the Share Reform Plan, the consolidated net profit of the Group
will be reduced for the part of the results cc:mtributed by Bright Dairy due to the reduction
of shareholding in Bright Dairy held by the Group of approximately 5.61%.

There will be an estimated net loss of approximately RMB18,000,000 to the Group
(before taxation and expenses, based on the audited financial statements of Bright Dairy for
the year ended 31st December 2005 and subject to the performance of Bright Dairy up to

completion of the Share Reform Plan) as a re{sult of the Share Reform Plan.

The net loss is calculated with referenge to the gain on net of the sale proceeds to be
received and the unaudited carrying value Jof 44,099,410 Non-Tradable Shares of Bright
Dairy to be transferred to Danone in the accounts of the Group as at 31st December 2005 in
the amount of approximately RMB96,000,000, and the estimated reduction in value of
approximately RMB114,000,000 being the c{ontribution of RMB85,520,000 in cash and the
estimated unaudited carrying value as at thé completion date of the Share Reform Plan of
the 14,400,000 Non-Tradable Shares of Brigjht Dairy (to be offered to holders of A Shares).
The Directors consider that such estimated nEt loss as a result of the Share Reform Plan will

not have a material adverse effect on the financial position of the Group.

(i) Effect on net asset value |

Net asset value of the Group will decrease by approximately RMB18,000,000
after completion of the Share Reform‘ Plan, which principally reflects the estimated
gain of approximately RMB96,000,000 from the transfer of Non-Tradable Shares to
Danone and the estimated loss o“f approximately RMB114,000,000 from the
contribution of cash and Non-Tradable|Shares to the Consideration. Such change in net
asset value of the Group represents ai)proximately 1.08% of the audited consolidated
net asset value of the Group as at 31st| December 2005. The Directors consider that the

exceptional loss will not have a material adverse financial effect on the Group.

|
f
|
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(ii) Effect on earnings

After completion of the Share Reform Plan, the consolidated net profit of the
Group will be reduced for the part of the results contributed by Bright Dairy due to the
reduction of shareholding in Bright Dairy held by the Group of approximately 5.61%.

In view of the profits contributed by Bright Dairy to the Group, the Directors
consider that there will be no material impact on the earnings of the Group as a result
of the reduction of shareholding in Bright Dairy held by the Group.

While it is expected that the Group will have an immaterial estimated net Joss as a
result of the Share Reform Plan, SIFP will receive net proceeds of approximately
RMB93,523,605 from the transfer of Non-Tradable Shares to Danone which is intended to
be invested in projects related to the business of the Group which may be identified from
time to time to capture better return for the Group. As at the Latest Practicable Date, the
Company had not yet concluded any preliminary negotiations on potential investments in
such projects.

7. GENERAL

The Group is principally engaged in the business of infrastructure facilities, medicine,
consumer products and information technology. SIFP is an investment holding company.

Shanghai Dairy is principally engaged in the manufacture, processing and sale of dairy
and rubber products, food and candies, beverages, rearing machinery, dairy food processing
machines, plastic and paper containers, and related scientific research and investment.

Danone is principally engaged in manufacture, processing and sale of food and
beverages.

East Hope is principally engaged in manufacture, processing and sale of feeds,
additives for feeds and agriculture by-products.

As the revenue ratio under Chapter 14 of the Listing Rules for reduction of
shareholding in Bright Dairy held by SIFP under the Share Reform Plan exceeds 5% but is
less than 25%, such reduction constitutes a discloseable transaction for the Company under
Rule 14.06 of the Listing Rules.

Yours faithfully,
For and on behalf of the Board
CAI LAI XING
Chairman

~12 -



1.

|
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RESPONSIBILITY STATEMENT

|

This circular includes particulars given in compliance with the Listing Rules for the

purpose of giving information with regard| to the Group. The Directors collectively and
individually accept full responsibility for the accuracy of information contained in this
circular and confirm, having made all reasonable enquires, that to the best of their

knowledge and belief there are no other facts the omission of which would make any
statement herein misleading. J

2.

(a)

|
|

DISCLOSURE OF INTERESTS (
\

As at the Latest Practicable Date, thej interest or short positions of the Directors and
the chief executive of the Company in the shares and underlying shares or debentures
of the Company or any of its associated corporations (within the meaning of Part XV
of the SFO) which were required tJo be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and|8 of Part XV of the SFO (including interests or
short positions which they are taken or deemed to have under such provisions of the
SFO), or which were required pursuant to Section 352 of the SFO to be entered in the
register maintained by the Company ri‘eferred to therein, or which were required to be
notified to the Company and the Stock Exchange pursuant to the Model Code were as
follows:

(i) Interests in shares and underlying shares of the Company

/‘
|
|
i
I
{a) Owdinary Shares

J
|
{ Number of Percentage of
J issued shares total issued

of the  share capital

Nature of Company of the

Name of Director Capacity ( interests held Company
Cai Lai Xing Beneficial Olvner Personal 4,000,000 0.41%
Qu Ding Beneficial Or‘wner Personal 1,250,000 0.13%
Lu Ming Fang Beneficial O}(wner Personal 4,200,000 0.43%
Ding Zhong De Beneficial O‘}wner Personal 200,000 0.02%
Qian Shi Zheng Beneficial Orwner Personal 200,000 0.02%
Yao Fang Beneficial ijner Personal 200,000 0.02%

All interests stated above reprelsented long positions.
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(b) Share Options

Number of Percentage of

share options total issued

of the  share capital

Date of Exercise Company of the

Name of Director Capacity grant price held Company

Cai Lai Xing Beneficial September ~ HK$14.89 800,000 0.08%
Owner 2005

Qu Ding Beneficial September ~ HK$14.89 560,000 0.06%
Owner 2005

Lu Ming Fang Beneficial September  HK$14.89 480,000 0.05%
Owner 2005

Qian Shi Zheng Beneficial September  HK$14.89 300,000 0.03%
Owner 2005

Tang Jun Beneficial September ~ HK$14.89 300,000 0.03%
Owner 2005

The above share options are exercisable within a period of three years
commencing from 2nd March 2006 to st March 2009 in three batches.

(ii) Interests in shares of associated corporation of the Company

St United
Number of

issued publicly  Percentage of
tradable shares total issued
Nature of of SI United share capital
Name of Director Capacity interests held of SI United
Lu Ming Fang Beneficial Owner  Personal 15,000 0.005%
Ding Zhong De Beneficial Owner  Personal 15,000 0.005%

All interests stated above represented long positions.
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l

(b) As at the Latest Practicable Date, so far as was known to the Directors, the interest and
short positions of the persons (not being a Director or chief executive of the Company)
in the shares and underlying shares lof the Company which were notified to the
Company and the Stock Exchange pursuant to Divisions 2 and 3 of Part XV of the
SFO were as follows: f

! Number of Percentage

( ordinary of total
/ shares of the  issued share
1 Company capital
| Nature of  beneficially of the
Name Capacity interests held Company
(a} Long Positions }
|
Sic Interest held by Corporate 548,076,000 56.62%
controllejd (note (1))
corporations
Templeton Asset Investment Corporate 58,316,253 6.02%
Management Limited manager
(b)  Short Positions {I
SIIC Interest held by Corporate 87,653,993 9.06%
controlled (note (ii))
corporat“ions

J
Notes:
(i) SIH, SIIC Capital and SIIC CM Development held 468,066,000, 80,000,000 and 10,000 ordinary

shares of the Company respectively.f SIC owns 100% of SIIC CM Development and STC
respectively whereas STC owns 100% o/f SIH, which in turn owns 100% of SIIC Capital.

(i)  SIIC was taken to have short positionsj in respect of 87,653,993 underlying shares of the Company
under certain listed equity derivatives pursuant to the Zero Coupon Guaranteed Exchangeable Bonds
issued by STC due March 2009 unconditionally and irrevocably guaranteed by SIIC and

exchangeable into ordinary shares of the Company.

As at the Latest Practicable Date, so( far as was known to the Directors, the following
Directors are also directors or employees of SIIC:

Name of Director PositioP held in SIIC
\
Mr. Cai Lai Xing Chairmjan
Mr. Cai Yu Tian Executive Director and President
Mr. Qu Ding Executive Director and Executive Vice President
Mr. Lu Ming Fang Execut;ive Director
Mr. Ding Zhong De Executive Director
Mr. Qian Shi Zheng Vice President
Mr. Tang Jun Deput}lf General Manager of Finance and Planning
Dep'értment
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(c)

As at the Latest Practicable Date, so far as was known to the Directors, the following
persons (other than members of the Group) were directly or indirectly interested in
10% or more of the issued share capital carrying rights to vote in all circumstances at
general meetings of the following members of the Group (other than the Company) and
the amount of each of such person’s interest in such securities were as follows:

Name of member
of the Group

Changzhou Pharmaceutical
Co. Ltd.*

(H N R i & R4 7))

Chia Tai Qingchunbao
Pharmaceutical Co. Ltd.

Chifeng Arker Pharmaceutical
Technology Co. Ltd.*

(TS e M EERL B
HERAA])

Chifeng Mysun Pharma Co.
Ltd.*

(R % IR EE R T A FD)

Guangdong Techpoo! Biochem
Pharma Co. Ltd.*

(BERAEECBERG
AHRNH)

Hangzhou Hugingyutang
Pharmaceutical Co. Ltd.

Liaoning Herbapex
Pharmaceutical (Group)
Co. Ltd.

Name of substantial
shareholders

Changzhou State-owned Assets
Investment Co.*

(BEMEFEEREREANA)

China (Hangzhou) Qingchunbao
Group Co. Ltd.*
(FE (M) FEREEEEHRLH)

Hangzhou Chia Tai Qingchunbao
Staff Shareholding Association*
WMFTERTFREAR L HFRGE)

Hainan Dalong International Investment
Co. Ltd.*
(BEXEHEEREERAT

Shenzhen Yigong Industrial
Co. Ltd.*

(FIN R AHHEEFRLA)

Chifeng Pharmaceutical (Group)
Co. Lid*

(R MEE (BB ARIELFD

Guangzhou Bopu Biotechnology
Co. Ltd.*
(BT T £ Ma RAED)

Guangdong Province Technology
Venture Investment Co.*

(ERER A ERELE)

Hangzhou Hugingyutang
Investment Co. Ltd.

(M BEGEREARAR)

Medieval International Limited

Zheng i Yu

Class of share Percentage of

capital shareholding
equity interest 23.05%
equity interest 20%
equity interest 20%
equity interest 14.67%
equity interest 14.67%
equity interest 17.91%
equity interest 29.1785%
equity interest 10%
equity interest 44.9566%
equity interest 28.8%
equity interest 16.5%

* The English name is an informal English translation of the official Chinese name.
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Name of member
of the Group

Mergen Biotech Limited

Shanghai Qiyi Dental
Equipment Co. Ltd.*
(LEmRFRBEMERAR)

Shanghai Sunway Biotech Co.
Ltd.

Shanghai Tongjian Pharmacy
Co. Ltd.*
(EBRBEREETHRLFD

Shanghai Victor Medical
Instrument Co. Ltd.

Shanghai Yichuang Traditional
Chinese Medicine Research
& Development Center
Co. Ltd.

Shanghai Yuemin Pharmacy
Co. Ltd.*
(LEHRAREEHBRAR)

Shanghai Yunhu
Raw-pharmaceutical
Co. Ltd.*

(LEEWEEENRG
HRAFD)

ST United Changcheng
Pharmaceutical Co. Ltd.*
(LBHEREEOARMEEL

HRAR)

SI United Pharmacy Co. Ltd.*
(LEBERSEERERE
F R E)

Xiamen Traditional Chinese
Medicine Co. Ltd.

\‘
I GENERAL INFORMATION
|
/

Name of substantial
shareholders

|

Excellent Hope) Holdings Inc.

Shanghai Denta‘l‘l Materials Factory
Qi Xin Operating Services
Department*

(DEERM BTG RE
WHs 36) J

|
Shanghai Alliance Investment Ltd.

|

Shanghai Huaj‘ian Medical
Technology Fo.*
(L EgRENKAR)

|

The Mansfield(} Corp. USA
J
|

Shanghai Uni\‘/ersity of Traditional

Chinese Mfﬂdicine Technological

Developmel‘l‘t Co.*

(LR BARERRAR)

Shanghai Yuanfeng Pharmacy*
(L?@ﬂﬁ%%%—/‘)
J

J

Shanghai Yunhu Raw Pharmaceutical
Co. Ltd. Staff Shareholding
Association*

(LBEH %%%HH&{B
ﬁﬁﬁﬁﬂﬂ%ﬁl%ﬂi@)

Jin Jiang Inte‘rmational Holdings
Co. Lid. |

|

Shanghai Zh?nru Shangcheng
Co. Ltd.* |

(L@E—ﬂﬂﬁﬁfﬁiﬂﬁ{%ﬁﬁﬁ’z}iﬂ)
Xiamen Dinglu Ind. Corp.*
(ML FT$3M 3 0 24 7)

|

|

|

J

Class of share
capital

ordinary share

equity interest

equity interest

equity interest

equity interest

equity interest

equity interest

equity interest

equity interest

equity interest

equity interest

* The English name is an informal English translation of the official Chinese name.

Jf
|

|
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Name of member Name of substantial Class of share Percentage of
of the Group shareholders capital shareholding
Chengdu Jiuxing Printing Sichuan Quanxing Co. Ltd. equity interest 20%

and Packing Co. Ltd.
Chengdu Jiang Shi Investment Co. Ltd.* equity interest 29%
(AR R B E A R A])
Chengdu Wingfat Printing Sichuan Quanxing Co. Ltd. equity interest 20%
Co. Ltd.*
(BB R B ENFE A R4 Al Chengdu Jiang Shi Investment Co. Ltd.* equity interest 29%
(REBITRBEHRAA)
Hebei Yongxin Paper Co. Ltd.* Xinnan (Tianjin) Paper Co. Ltd.* equity interest 29%
(T K Bt AR SR A PR 4 R (B (R&) HEFRQE)
Xuchang Yongchang Printing Xuchang Cigarette Factory* equity interest 49%
Co. Ltd. (FrERERK
Zhejiang Rongfeng Paper Hui Kin Yip equity interest 6.375%
Co. Ltd.
(LAY EE R AT

* The English name is an informal English translation of the official Chinese name.
(d) Save as disclosed above, as at the Latest Practicable Date:

(i) so far as was known to the Directors, none of the Directors or chief executive of
the Company had any interest or short positions in any shares or underlying
shares or interest in debentures of the Company or any associated corporations
(within the meaning of Part XV of the SFO) which were required to be notified to
the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV
of the SFO (including interests or short positions which they are taken or deemed
to have under such provisions of the SFQ), or which were required, pursuant to
section 352 of the SFO, to be entered in the register referred to therein, or which
were required, pursuant to the Model Code to be notified to the Company and the
Stock Exchange.

(i) there was no person known to the Directors who had an interest or short position
in the shares and underlying shares of the Company which would fall to be
disclosed to the Company and the Stock Exchange under the provisions of
Divisions 2 and 3 of Part XV of the SFO or, was, directly or indirectly, interested
in 10% or more of the nominal valued of the issued share capital carrying rights
to vote in all circumstances at general meeting of any other member of the Group,
or any options in respect of such capital.
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3. DIRECTORS’ INTERESTS IN CON’lf“’RACTS
(a) As at the Latest Practicable Date,[none of the Directors had entered, or proposed
to enter into a service contract with any member of the Group which is not
determinable by the Group withi“n one year without payment of compensation,
other than statutory compensation.[‘

(b) Save as disclosed herein, as at thc‘a Latest Practicable Date, none of the Directors
had any direct or indirect interest in any assets which had been, since 31st
December 2005, (being the date tb which the latest published audited accounts of
the Company were made up), écquired or disposed of by, or leased to the
Company or any member of the Group, or were proposed to be acquired or

disposed of by, or leased to, any r;nember of the Group.

|

(c) Save as disclosed herein, as at the Latest Practicable Date, none of the Directors
was materially interested in any contract or arrangement subsisting at the date of
this circular and which is significant in relation to the business of the Group.

|

4. DIRECTORS’ INTEREST IN COMPETING BUSINESS
\
\

As at the Latest Practicable Date, so !far as was known to the Directors, none of the
Directors, and their respective associates v{vas considered to have interest in any business
which competes or is likely to compete, eitl‘ler directly or indirectly, with the business of the
Group or have any other conflicts of interest with the Group pursuant to the Listing Rules.

5.  LITIGATION
|
. N . D
So far as the Directors are aware, neither the Company nor any of its subsidiaries was
engaged in any litigation or arbitration of n}aterial importance and no litigation or arbitration
of material importance was pending or threatened against the Company or any of its
subsidiaries as at the Latest Practicable DatF.

|

6. MISCELLANEOUS ‘\

(a) The registered office of the Company is at 26th Floor, Harcourt House, 39

Gloucester Road, Wanchai, Hongf‘ Kong.

’
|

(b) The share registrar and transfer office of the Company is Secretaries Limited at

26th Floor, Tesbury Centre, 28 Queen’s Road East, Wanchai, Hong Kong.

(¢) The company secretary of the C‘Jompany is Ms. Wong Mei Ling, Marina who is a
Fellow of the Institute of Chartered Secretaries and Administrators and The Hong
Kong Institute of Chartered Secretaries.

\

(d) The qualified accountant of the !Company is Mr. Lee Kim Fung, Edward who is a

Fellow of the Association of Chartered Certified Accountants and the Hong Kong

|
Institute of Certified Public Accountants.

(e) In the event of any inconsistenéy, the English language text of this circular shall
prevail over the Chinese language text.
|
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