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1.  Basis of Preparation

The Company was incorporated in the Cayman Islands on  
17th September 1999 under the Companies Law (1998
Revision)of the Cayman Islands and the re-organization 
of the Group prior to the listing on GEM of the Stock 
Exchange of Hong Kong Limited was completed in November
1999, as such the results under the consolidated basis 
reflect the actual results for the period from 1st 
January 2000 to 30th September 2000.  The pro forma 
combined results for the nine months ended 30th 
September 1999, which are provided for information 
purpose only, have been prepared on a basis as if the 
current group structure had been in existence since 
1st January 1999.

2.  Turnover

Turnover represents the net amounts received and
receivable for goods sold by the Group to outside 
customers during the period.

3.  Income tax expenses

                 For nine months ended 30th September
                          2000                   1999
                     Unaudited              Unaudited
                  Consolidated     Pro forma Combined
                       HK$'000                HK$'000
The charge comprises:

PRC income tax          11,548                  9,707
Deferred tax                 -                 (2,216)
Share of PRC income 
tax of a jointly 
controlled entity        2,565                    893
                        ------                 ------
                        14,113                  8,384
                        ======                 ======

Pursuant to the relevant laws and regulations in the
mainland PRC, the Group's PRC subsidiary and jointly 
controlled entity are entitled to exemption from PRC
income tax for two years commencing from their first 
profit-making year of operation and thereafter.  They
are entitled to a 50% relief from PRC income tax for
the following three years.
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The tax holiday for Chia Tai Qingchunbao Pharmaceutical 
Co., Ltd. ("Hangzhou Qingchunbao") has expired.  
However, pursuant to an approval received from local 
tax authorities on 16th September 1998, Hangzhou  
Qingchunbao was classified as one of the approved "High 
Technology Entities".  Accordingly, Hangzhou 
Qingchunbao is entitled to a preferential PRC income
tax rate of 12% for the three years ending 31st
December 2000.

During the period, Shanghai Jahwa Joint-Stock 
Corporation was in its fifth profitable year and was
entitled to a 50% relief from PRC income tax at the 
applicable tax rate of 27%.  Its subsidiaries are, 
however, subject to PRC income tax calculated at 33%.

The Group had no significant unprovided deferred 
taxation for the period.

4.  Earning per share

The calculation of the basic earnings per share is 
based on the profit for the nine months ended 30th 
September 2000 of HK$55,639,000 and the weighted
average of 620,000,000 shares in issue during the 
period.  The earnings per share in respect of the 
nine months ended 30th September 1999 is not 
applicable as the Directors considered that the 
information is not relevant.
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