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UNAUDITED INTERIM RESULTS REERTPHREER
The Board of Directors (the “Directors”) of RERBRZERBERAR ([AAR])EEE
Zhong Hua International Holdings Limited  ([E=Z&]) ﬁﬂ%aﬁ ZK/A\ Al R H M E A A
(the “Company”) is pleased to announce the (B AEE)BEE_STNFESA=1H
unaudited consolidated results of the [FRNAAZ REERESFE ([HHX
Company and its subsidiaries (collectively #]) - ER-ZZTZT=FRBZLRETN
the “Group”) for the six months ended 30 T
June 2004 (the “Interim Results”), together
with the comparative figures for the
corresponding period in 2003 as follows:
CONDENSED CONSOLIDATED BHAE BRI
PROFIT AND LOSS ACCOUNT
For the six months
ended 30 June
BEAA=THLAMEA
2004 2003
“EREMF —TT=F
(Unaudited) (Unaudited)
(REEZ) (REERZ)
Notgs HK$’000 HK$f009
fitzE TER TET
TURNOVER ES 2 7,292 2,847
Cost of sales HERA (5,603) (820)
Gross profit e 1,689 2,027
Other revenue H oz 313 93
Gain on disposal of interests il VNGE 5
in subsidiaries Fris ks 85,763 -
Selling and distribution costs ~ $H& R HE A (12) (103)
Administrative expenses THR (4,386) (5,729)
Other operating expenses Hi 88 (7,732) =
PROFIT/(LOSS) FROM LERA/ (B8
OPERATING ACTIVITIES 4 75,635 (3,712)
Finance costs HBEHR 5 (1,375) (1,353)
Amortisation of goodwill Y 2L ) 2 ) (R 2
on acquisition of ZEEHH
jointly-controlled entities - (10,675)
PROFIT/(LOSS) BEFORE TAX  BRBIATHR /(&) 74,260 (15,740)
Tax HA 6 (62) -
PROFIT/(LOSS) BEFORE A PHRR
MINORITY INTERESTS BHEAER (FR) 74,198 (15,740)
Minority interests PEREER (16) =
NET PROFIT/(LOSS) FROM RRELBE
ORDINARY ACTIVITIES EY 3 p i
ATTRIBUTABLE TO (BEERE)
SHAREHOLDERS 74,182 (15,740)
EARNINGS/(LOSS) PER SHARE SR EF/ (F#E) 8
- BASIC -EX HK2.45 cent Bfll  HK(0.53) cent &1l
- DILUTED -#% N/ATE R NATEH
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CONDENSED CONSOLIDATED HHGEREZBHREX
STATEMENT OF CHANGES IN
EQUITY
Investment Retained
Share properties  Exchange profits/
Issued  premium Contributed revaluation fluctuation (accumulated
capital  account surplus reserve reserve losses)
B k# RENE EXRD REEN/ Total
Re  BEE HABB EfifR BF (RHER) ait
HK$'000  HK$'000  HKS$'000  HK$'000  HK$'000  HK$'000  HKS$'000
Tén Tz TEz TEx TEx  TEx  TEx
Balance at 1 January 2004 RZZEMF-A-B2EH 59,600 220,002 80,258 40,964 364 (45,601) 355,587
Exchange adjustment on translation BAHBARE B RE
of financial statements BEVERAE
of overseas subsidiaries - - - - (1) - )
Impairment of goodwill remaining eliminated {357 25t B8
against consolidated accumulated losses 2 EE o o = o o 7,000 7,000
Issue of share capital BfRE 9,288 51,083 - - = = 60,371
Profit for the period B - - - - - 74182 74182
Balance at 30 June 2004 RZFEMEAA=THZER
(Unaudited) (REER) 68,688 271,085 80,258 40,964 363 35,581 497,139
Investment
Share properties  Exchange
Issued  premium Contributed ~revaluation  fluctuation  Retained
capital  account surplus reserve reserve profits Total
BEfT ki RENE ELRD
pe BEE  SARH  EfRRE BE  REEH A3t
HK$'000  HK$'000  HKS'000  HK$'000  HK§'000  HK$'000  HK$'000
Tén TEr  TEx  TExr  FEr  TExr  TAEn
Balance at 1 January 2003, WZEE=F-F-RzEH
as previously reported (a2#) 59,600 220,002 80,258 55,461 128 78970 494,419
Effect of adoption of revised SSAP 12 RpBETaTERER
“Income Taxes” FNRIFERI T E - - - (14497) = 2,691 (11,806)
Balance at 1 January 2003, as restated WZEE=F-F-RzE
(&53)) 59600 220002 80258 40964 128 81661 482613
Loss for the period BREE - - - - - (15740)  (15740)
Balance at 30 June 2003 RZEE=F A=+HZEH
(Unaudited) (RIEER) 59,600 220,002 80,258 40,964 128 65921 466,873
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CONDENSED CONSOLIDATED BHGEEERER
BALANCE SHEET
31 December
30 June 2003
2004 —ET=F
—EBENF +=A
NA=+H =—IE
(Unaudited) (Audited)
(REEZ) (feEZ)
Notes HK$’000 HK$'000
Bt &t FExT FAT
NON-CURRENT ASSETS 3R E&E
Fixed assets B E & E 136,969 17,201
Investment properties REM* 183,600 183,600
Intangible assets mREE 34,781 35,682
Goodwill 5SS 89,810 -
Deferred tax assets REHIBEE 249 249
Trade receivables B 5 EWHKIA 9 7,913 7,913
Prepayment and CENEEPN
other receivable H i fE W kIR 43,789 230,000
Pledged deposits [EEEEC 772 553
497,883 475,198
CURRENT ASSETS RBEE
Trade receivables 2 5 kW kE 9 38,944 11,869
Prepayments, deposits ~ TE{FRIE - 7R
and other receivables H i FE W K IR 105,370 70,680
Cash and bank balances B4 & #1747 101,853 41,312
246,167 123,861
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31 December

30 June 2003
2004 —ET=F
—EZTNEF +=A
AAB=+H =it F
(Unaudited) (Audited)
(R EEEZ) (f&E|I%)
Notes HK$’000 HK$’000
B aE FET FH T
CURRENT LIABILITIES #RBEE
Trade payables B 5 5RE 10 (34,595) (34,925)
Tax payable EENRSTRE (12,858) (8,667)
Other payables and H i & < 3R I8 I
accruals EstEaE (27,542) (17,950)
Interest-bearing bank T RIRTTER
loans (62,361) (8,857)
Finance lease payables  J&{< 84 & 6 & 518 467) -
Deferred income I IE WA (40,625) (22,568)
(178,448) (92,967)
NET CURRENT ASSETS HREBEEFHE 67,719 30,894
TOTAL ASSETS LESS BEER
CURRENT LIABILITIES REBE®E 565,602 506,092
NON-CURRENT ERBEE
LIABILITIES
Interest-bearing bank FTRIRTTER
loans (29,708) (32,188)
Finance lease payables  J& < &4 & T8 & 518 (382) -
Deferred income I FE WA = (103,820)
Deferred tax liabilities REFIAEE (18,697) (14,497)
(48,787) (150,505)
MINORITY INTERESTS A ERRER (19,676) =
497,139 355,587
CAPITAL AND RESERVES & 7 K f# &
Issued capital BT 68,888 59,600
Reserves i) 428,251 295,987
497,139 355,587
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CONDENSED CONSOLIDATED CASH EHEAEESRERE
FLOW STATEMENTS

For the six months For the six months
ended 30 June 2004 ended 30 June 2003
BZ_ZZME HEz-ZTZT=F
AAZTHLEREA NAZTAHLEREA
(Unaudited) (Unaudited)
(REER) (REER)
HK$/000 HK$’000
TER TET
NET CASH INFLOW FROM REEK RS
OPERATING ACTIVITIES RARE 202,022 2,966
NET CASH INFLOW/(OUTFLOW ) RE##¥zHE
FROM INVESTING ACTIVITIES A/ (Ril) B8 (136,195) 128
NET CASH OUTFLOW FORM BETBH2RS
FINANCING ACTIVITIES T FE (5,286) (5,015)
INCREASE/(DECREASE) IN CASH BeRBES
AND CASH EQUIVALENTS LEBEEM/ (HD) 60,541 (1,921)
CASH AND CASH EQUIVALENTS ~ HifIzB &k
AT BEGINNING OF PERIOD He%EEER 41,312 40,857
CASH AND CASH EQUIVALENTS ~ Hi#&ZzH& K
AT END OF PERIOD He%EEER 101,853 38,936
ANALYSIS OF BALANCES OF BeRBES
CASH AND CASH LEEELH
EQUIVALENTS 2
Cash and bank balances ReRBOER 101,853 38,936
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. SIGNIFICANT ACCOUNTING

POLICIES

These unaudited condensed
consolidated interim financial statements
have been prepared in accordance with
Statement of Standard Accounting
Practice (“SSAP”) 25 “Interim financial
reporting” issued by the Hong Kong
Institute of Certified Public Accountants
and Appendix 16 of the Rules Governing
the Listing of Securities in The Stock
Exchange of Hong Kong Limited (the

“Listing Rules”).

The accounting policies and basis of
preparation used in the preparation of
these interim financial statements are
consistent with those used in the
Group’s audited financial statements for
the year ended 31 December 2003.

. TURNOVER

Turnover for the six months ended 30
June 2004 (the “Period”) represents the
aggregate of gross rental income from
investment properties and leasing of
equipment, the sale of online English
learning courses and income from
provision of telecommunication and
other related services, less any
applicable turnover taxes.

Turnover for the six months ended 30
June 2003 represented the gross rental
income and the sale of online English
learning courses, less any applicable
turnover taxes.
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3. SEGMENT INFORMATION (Cont’d)

No geographical segment information is
presented as over 90% of the Group’s
revenue is derived from customers based
in the Mainland of the People’s Republic
of China (“Mainland China”).

. PROFIT/(LOSS) FROM

OPERATING ACTIVITIES

The Group’s profit/(loss) from operating
activities is arrived at after charging/
(crediting):

Zhong Hua International Holdings Limited
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3. 7HEHR (&)

MR AEEZ B ABEI0%IT R E T EA
REMBALE ([RERED 2RP
S 2 5k D A H -

REER S (BE)

AKE 2 EEHF (BIR) DETNR
(BtA) -

For the six months
ended 30 June

BZEX~B=TH
1718 A
2004 2003
—gemE  —TE=%
(Unaudited) (Unaudited)
(REER) (R#g&E=Z)
HK$’000 HK$’000
FERT FHET
Cost of inventories sold EERFEKAE 220 820
Depreciation e 2,210 222
Impairment of goodwill arising H3 A 2 4 % 2 5 &
in the Period 7,000 —
Amortisation of intangible mIEEHH
assets 3,891 -
Amortisation of goodwill Ui i 2 () 42 1 {8 B8 5
on acquisition of 75 B 5 5
jointly-controlled entities - 10,675
Amortisation of goodwill Ui B B8 2 AR
on acquisition of subsidiaries 7 & # 724 =
Interest income A S WA (313) (40)
Net rental income e WA FEE (2,906) (1,611)
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5. FINANCE COSTS 5. BMBER
For the six months
ended 30 June
BEXA=ZTH
1E1E A
2004 2003
—EBOF —TE=F
(Unaudited) (Unaudited)
(REE®) (RfgE=%)
HK$’000 HK$’000
FHERT FHET
Interest expense on bank AR A FRNEBE
loans wholly repayable BEZBTER
within five years FMERX 1,375 1,353
6. TAX 6. BiIR
For the six months
ended 30 June
BEZXB=1H
1A B
2004 2003
—EENF —TE=F
(Unaudited) (Unaudited)
(REBER) (REER)
HK$’000 HK$’000
FTERT FHET
Provision for the period: HIR &
Hong Kong & = =
Elsewhere H fth i [ 62 -
62 -
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6. TAX (Cont’d)

[10

No provision for Hong Kong profits tax
has been made as the Group did not
generate any taxable profits in Hong
Kong during the Period (30 June 2003:
Nil).

Taxes on profits assessable elsewhere
have been calculated at the rates of tax
prevailing in the countries in which the
Group operates, based on existing
legislation, interpretations and practices
in respect thereof.

. INTERIM DIVIDEND

The Directors do not recommend the
payment of an interim dividend for the
six months ended 30 June 2004 (2003:
Nil).

. EARNINGS/(LOSS) PER SHARE

The calculation of basic earnings/(loss)
per share is based on the net profit from
ordinary activities attributable to
shareholders for the Period of
HK$74,182,000 (30 June 2003: net loss
of HK$15,740,000) and the weighted
average of 3,028,497,656 (30 June 2003:
2,980,016,725) ordinary shares in issue
during the Period.

Diluted earning per share for the Period
and diluted loss per share for the six
months ended 30 June 2003 have not
been disclosed as the potential ordinary
shares outstanding during these periods
had an anti-dilutive effect on the basic
earnings per share for the Period and
the basic loss per share for the six
months ended 30 June 2003.
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. BiE (#)

MR AEENHEYBETEELEM
FERBUGR - BARBEBEB NGV R L&
BCER=FA=1TH £ -

HL b 3h 52 [RE SR A8 A B AR IR AR R AR
BRBMEBRR 2 REEN - 2B RIE
B BEZEBERZBITHERH -

FHIR B
EETEBRNEEZ_ZTNF A=
THELERNREAZHPERE(ZEZT =
FfE) o

. BRERN(BR)

BREXRZF (E18) TR B KRR
FE(L B E ¥4 74,182,00008 T (=&
T=Z=FXNA=Z+H: BEEFHE
15,740,000/ T) R IFEE B#1TEBERKR 2
hnHE S5 $3,028,497,6560% (—EE =
FXNAZ=+H :2,980,016,7258) 5

st
= o
o

AR REREA BT L BRE A
CERERBIRBEE_TT=FA
=+tHIERNEAZERERNEERRE
ERE  BWUEEINBHE ERESR
MEHE_ZTEZTZ=F,A=HI/NEAR
2 EREEEE -
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9. TRADE RECEIVABLES 9. BEREWRKIE

The aged analysis of the Group’s trade
receivables at the balance sheet date,
net of provisions, is as follows:

AEEBZRYGFAREER (BEF

B ZIREDTWMT

30 June 2004

31 December 2003

“EENF —ET=F
AA=1+H +=—A=+—8
(Unaudited) (Audited)
(RBEZ) (&%)
HK$’000 Percentage HK$’000 Percentage
FTERT BO THET Ak
Within 6 months 68 AR 13,600 26 3,957 20
More than 6 months but & 8 6fE A {27 i B
within 1 year 1R 10,291 20 - -
More than 1 year but BB 1FETER
within 2 years 26 R 16,091 31 3,956 20
Not due at REER
balance sheet date B 11,869 23 11,869 60
51,851 100 19,782 100
Provisions for doubtful R BR # &5
debts (4,994) =
46,857 19,782
Portion classified as Sl BmENE E
current assets 281 (38,944) (11,869)
Non-current assets FERBEE 7,913 7,913

The Group generally grants a credit AEE-RETEFR4Z6EAAEED -
term of four to six months to the

customers.

REEE HRKFIRZ R RIEHE B
AT BN B B R HERARE
M ARREBR TS & X MR A E -

The Group’s trade receivables are aged
based on the due date of instalments
as stipulated in the sales contracts and
the date of recognition of turnover
from provision of telecommunication
and other related services.

11|
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10.TRADE PAYABLES 10.EZERRE

[ 12

The aged analysis of the Group’s trade
payables at the balance sheet date is as
follows:

AEBESRNRIBZRE DTN
™

30 June 2004 31 December 2003

—EEQNE —TT=F
AB=Zt+H +=ZRA=+—8H
(Unaudited) (Audited)
(REER) (B&E%)
HK$’000 Percentage HK$’'000 Percentage
TERT BAL THET Bk
Within 6 months 618 A A 814 2 251 1
More than 6 months but #8618 A {E 1 &8
within 1 year 1R 223 1 5 =
More than 1 year but  BB1FETEB
within 2 years 296 5 - 204 1
More than 2 years but  #@iB2FETHEB
within 3 years 3ER 204 1 8,092 23
Over 3 years BiB3F 33,349 96 26,373 75
34,595 100 34,925 100

The Group’s trade payables are aged
based on the date of the goods received
or services rendered.

REBE 5 RN TR BRE D TR B
MEWRRIGIRHEBEFTH -
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11.CONTINGENT LIABILITIES MN.RREE
At the balance sheet date, the Group’s REEH  NEBALRRTBRKED
contingent liabilities not provided for in BBz ABENT -

the financial statements were as follows:

30 June 31 December

2004 2003
—EEMF —EE=F
~AA=+tR +-HA=+—H
(Unaudited) (Audited)
(REFER) (R&ER)
HK$’000 HK$’000
FERT THET
Guarantees given for HRTAAKE
mortgage loans granted MEETER
by banks to certain #2215
purchasers of the BRA{EZ
Group’s properties IR 7,722 5,529
12.PLEDGE OF ASSETS 12. 8 E R
The Group’s bank loans were supported REBZRITERDIUAKEEE TIRE
by certain of the Group’s investment M RARREETHEIE=FFIZ
properties, corporate guarantees NAERIERE -

executed by the Company and certain
independent third parties.

13 |
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13.COMMITMENTS 13. 7 ¥
(a) Capital commitments (a) EAXREIE
Group
rEE
30 June 31 December
2004 2003
—EETME —EE=F
AXA=+HA +-A=+—H
(Unaudited) (Audited)
(REEEZ) (& &%)
HK$’000 HK$’000
THERT FABT
Capital commitments BT &1
in respect of: ZE RS
Contracted, but not BEFIAER
provided for B
Property development LUE
project 18 H 35,902 35,902
Telecommunication BHMEA
project 8,037 -
Telecommunication B RE
equipment 274 =
44,213 35,902
Capital commitment A — [ Bt /8
in respect of capital RNENEEZ
contribution to a B AR
subsidiary:
Contracted, but not SHE ST
provided for - 1,500
44,213 37,402

| 14
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13.COMMITMENTS (Cont’d) 13.7% & (&)
(b) Commitments under operating (b) BEHN AR

leases

(i) As lessor (i) TERHEA
The Group leases certain of its AEERBEEHEELTHHER
investment properties and POS ETREAMERPOSKE - K£1E
equipment under operating lease BMZENFRIRIAMERE
arrangements with leases B e

negotiated for terms of two years
and five years, respectively.

At 30 June 2004, the Group had A—EEFPNFENA=+H AE
total future minimum lease @*EETT%H%Z““%?HWE@ﬁ
receivables under non- M5 FT S 2 AR RS (K AR A9 e Wk
cancellable operating leases with BRABEWT

its tenants falling due as follows:

Group
rEE
30 June 31 December
2004 2003
—EEMEF —ZEZ= ¢
XAS+E +=A=t-
(Unaudited) (/-\udlted)
(REEZ) (fe &%)
HK$’000 HK$’000
THER FHET
Within one year R—FR 9,734 9,736
In the second to fifth RE-_EFAHF
years, inclusive (BIEEEMTE) 15,163 20,038
24,897 29,774

15 |
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13.COMMITMENTS (Cont’d) 13.7 & (4&)

(b) REEHEYE (F)

(b) Commitments under operating

leases (Cont’d)

(ii) As lessee

The Group leases certain of its
properties and transmission lines
under operating lease
arrangements with leases
negotiated for terms ranging
from one to seven years.

At 30 June 2004, the Group had
total future minimum lease
payments under non-cancellable
operating leases falling due as

(i) 1ERAEA

AEBRBEEHOLHEERE
ETYERBREE  MREZ
BB F—Z=LF -

RZZZWENA=+H K&
B AR IR AT IE 2 S S T A AR R
RIRERHEERE R B W
™~

follows:
Group
rEE
30 June 31 December
2004 2003
—EENEF —ET=F
XA=+H +TZA=+—H
(Unaudited) (Audited)
(RBEZ) (&%)
HK$’000 HK$’000
FERT FBT
Within one year R—FA 855 549
In the second to fifth HRE_E=FRHF
years, inclusive (BEERME) 980 183
1,835 732

16
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14.CONNECTED AND RELATED
PARTY TRANSACTION

On 31 December 2002, Ho Tsam Hung,
a director of the Company, entered into
an agreement with the Company to
indemnify the Company from any losses
arising from certain other receivables
totalling approximately HK$17,164,000.
The amount of HK$14,713,000 of the
said other receivables has been included
in the consolidated balance sheet as at
30 June 2003. The indemnity covers the
period from 1 January 2003 to 31
December 2003.

INTERIM REPORT 2004
ZEFMFFHRE

R _F+-_A=+—H  AQ7F
EEMHELERANQRGIRE B
ETHMERREMEE ZBBRARA
RIYEH & £ 4917,164,0007%8 7T 2 B E 1R
oo Lt H U FRIE £ FE 14,713,000
BILEHRAZTE=FNA=THZE
CEEBERN - REME-ZT=F
— A BREE_TETE=F+_-_A=+—
=]

14 BRERBEALRS

17 |
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REVIEW OF RESULTS EERERE

The Directors are pleased to report that the
Group recorded a turnover of HK$7,292,000
(30 June 2003: HK$2,847,000) for the six
months ended 30 June 2004, representing
an increase of 156% compared with the
corresponding period. Net profit from
ordinary activities attributable to
shareholders was HK$74,182,000 (30 June
2003: net loss of HK$15,740,000) for the
Period.

BUSINESS REVIEW

The Group’s turnover in the Period mainly
comprised the rental income generated from
the commercial podium in Chongqing, the
People’s Republic of China (the “PRC”), the
leasing of Point-of-sale (“POS”) equipment
in Guangzhou and the provision of
telecommunication and other related
services in the PRC. In addition, the Group
received settlements of a total of
HK$190,000,000 from the disposal of 51%
equity interest in former subsidiaries in
2002, during the Period, and recognized a
gain on disposal of HK$85,763,000 thereon.

Property investment

The rental income generated from leasing
of the commercial units in Gang Yu Square
in Chongqing, the PRC, increased in the
Period compared with the corresponding
period. The occupancy rate of the square in
It is
expected that the business will continue to

the Period was highly satisfactory.

generate a steady stream of income to the
Group.
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74,182,000 L (ZTZT=F A =1+1:
B518 7% 58 15,740,000/ 7T)
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MMEBRARSI%EZMSRXNBELER
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BUSINESS REVIEW (Cont’d) XK ERE (&)

Provision of online English learning services

The Group was engaged in the provision of
online English learning courses in the region
of the PRC including Hong Kong and Macau
since 2001. Due to the substantial increases
in the cost of services, the Group has not
renewed the engagement since the expiry
of prior engagement in early 2004. In view
of the increased popularity of online English
learning services, the Group will continue
to evaluate the returns on the business.

Leasing of equipment

Since 2003, the Group started to be engaged
in leasing of corded and cordless POS
equipment in Guangzhou for a term of five
years with an option to extend till 17 July
2011.
received on POS equipment each leased out.

Monthly leasing income will be

Other than leasing of POS equipment, the
Group has the rights to operate the value-
added the
application of POS equipment. The business

services generated from

is now at its start-up of operation and the
Group expects that the income from the
business will increase in the future.

RUM L RF2ERYE

BE-ZT—F ARELERATE (B
FEMEFDEEFPREHB LRESZER
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BUSINESS REVIEW (Cont’d)

Provision of telecommunication and other
related services

In the Period, the Group has acquired 80.9%
equity interest in EM R ALEBABR A
Al (“Sky City”), which provides integrated
telecommunication network services to
online game developers and other
broadband media providers. Sky City has
demonstrated that it has tapped into the
rapidly growing market of on-line business
in the PRC and the Group is very satisfied
with its financial performance so far
generated. With the continuing economic
growth in the PRC, the growth in the internet
population and the increasing demand for
online games in the PRC, the Directors are
of the view that Sky City would continue to
provide very good contribution to the Group
and it is expected that more resources would
be put into this business in order to further
strengthen its market position.

Zhong Hua International Holdings Limited
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Liquidity and Financial Resources RBEESRUBER

The Group generally financed its businesses
with internally generated cash flows and
banking facilities. Cash and bank balances
of the Group as at 30 June 2004 amounted
to HK$101,853,000 (31 December 2003:
HK$41,312,000) and pledged deposits of
HK$772,000 (31 December 2003:
HK$553,000) while interest-bearing bank
loans and borrowings for the Group
amounted to HK$92,069,000 (31 December
2003: HK$41,045,000) of which 68%, 5%,
18% and 9% respectively are repayable
within one year or on demand, in the second
year, in the third to fifth years, inclusive,
and beyond five years, respectively. An
amount of HK$56,310,000 bank loans as at
30 June 2004 were charged at fixed interest
rates (31 December 2003: Nil).

The Group'’s gearing ratio as at 30 June 2004
was 0.25 (31 December 2003: 0.20),
calculated based on the Group’s total
liabilities, excluding deferred income, of
HK$186,610,000 (31 December 2003:
HK$117,084,000) over total assets of
HK$744,050,000 (31 December 2003:
HK$599,059,000).

AEE—MRUARMEEZRBRE MRTE
EEREEEMEES N -TZTWFRHA

=+tH AEEHRERBITETE
101,853,000 L (Z 2T =F+ A =+—
B : 41,312,000 0) '+ KB EKFEF K

772,000 L (ZEE=F+_A=+—H :

553,000 L) © Mat B2 |ITERA
92,069,000 L (=TT =F+ A =+—
H : 41,045,000 ) © HH68% * 5% *
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F FZZHF (PREERE) ARAFE
BE R-TTMF A= +Elhzli%$
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Currency Structure ERER

The Group had limited exposure to foreign
exchange rate fluctuations as most of its
transactions, including borrowings, were
mainly conducted in Hong Kong dollars or
Renminbi and the exchange rates of these
currencies were relatively stable throughout
the Period.

Pledge of Assets

The Group had utilized bank loan facilities
amounting to approximately HK$92,069,000
(31 December 2003: HK$41,045,000) as at
30 June 2004. The bank loans were
supported by certain of the Group’s
investment properties, corporate guarantees
executed by the Company and certain
independent third parties.

Contingent Liabilities

As at 30 June 2004, guarantees given for
mortgage loans granted by banks to certain
purchasers of the Group’s properties
amounted to HK$7,722,000 (31 December
2003: HK$5,529,000).

HRAEEBAINR S (BEEF) TEIA
BLTRAREETT  MFEBEZEAL
HEABESERE  #ASKERMEAME
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BEEEA
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F+=H=+—H : 41,045,000%7T) ° iR
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Material Acquisitions of Subsidiaries EXMEQAKE

On 26 March 2004, the Group entered into
with
independent third party for the acquisition

a conditional agreement an
of 100% equity interest in Telesuccess
International Limited (“Telesuccess”) for a
consideration of HK$200,000,000. The sole
asset of Telesuccess is its 80.9% equity
interest in &M Ry 4845 BN A R 2 & (“Sky
City”). Sky City is an integrated service
provider to provide integrated service to
online game developers and other

broadband media providers in 2003.

Details of the acquisition of Telesuccess had
been set out in a circular of the Company
dated 31 May 2004. The transaction was
completed on 11 June 2004.

Employee And Remuneration Policy

The Group employed approximately 54 full
time staff in Hong Kong, Chongqging and
Guangzhou, as at 30 June 2004. Employees
are remunerated according to the nature of
their job and market trend, with built-in
merit components incorporated in the
annual increment to reward and motivate
individual performance. In Chongging and
Guangzhou, the Group provides staff welfare
and bonuses to its employees in accordance
with the prevailing labour law. In Hong
Kong, other staff benefits include medical
schemes, Mandatory Provident Fund
Schemes and employee share option
scheme.

RZTEZWUFE=A=+"8  AEEHE—F
388 = 75 Bt 4R R {8 200,000,000 7T 4k BE
Telesuccess International Limited
([Telesuccess)) Z 100%/% # 5] 32 — B B &
1% © Telesuccessz ME—& = A E R E /N
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—RFRERBHEER - M8 BRI
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FINANCIAL REVIEW (Cont’d)
Post Balance Sheet Event

Subsequent to the balance sheet date on 16
July 2004, the Company entered into a
conditional subscription agreement in
relation to the issue of bond in a principal
amount of HK$30,000,000 (the “Bond”) to
CNC Broadband Entertainment Corporation
Limited. The maturity date of the Bond will
be on the second anniversary from the date
of the issue of the Bond. Assuming full
conversion of the Bond at the initial
conversion price of HK$0.15 per share,
subject to adjustment from time to time,
200,000,000 new shares will be issued by
the Company. The proceeds will be used
for the purpose of financing the Group’s
online games business operating in the PRC.

Details of the transaction were set out in
the Company’s press announcement dated
19 July 2004. The transaction was completed
on 19 August 2004.

PROSPECTS

The Group is optimistic with the continuing
economic growth in the PRC which creates
numerous investment opportunities. The
Group will continue to build on strength
and expertise of its principal businesses and
look for attractive investment opportunities
in the PRC and prospects for growth. The
Group will be more flexible in its future
business expansion with aims to maximize
shareholders’ return.
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DIRECTORS’/CHIEF EXECUTIVFE’S
INTERESTS IN THE SHARES OF THE
COMPANY AND ITS ASSOCIATED
CORPORATIONS

As at 30 June 2004, the interests and short
positions of the Directors and chief
executives of the Company in the shares,
underlying shares or debentures of the
Company or any of its associated
corporations (within the meaning of Part XV
of the Securities and Futures Ordinance
(“SFO”)) which were required to be notified
to the Company and The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”)
pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests and short
positions which they were taken or deemed
to have under such provisions of the SFO),
the Model Code for Securities Transactions
by Directors and which were required to be
entered into the register pursuant to Section
352 of the SFO, were as follows:

Long position in shares of the Company

INTERIM REPORT 2004
ZEFMFFHRE

EE TETBRAEBRERZELA
REMBOEERDER

RZZBZMERA=+H  REEFEHE
B ([ REE G EXVEBE7 R8N
BRELBEBE LT ARNERETESFRXHE
PRI (MRESF R BAG AR A R E BB
ERGMBERRDA ([BRAHA]) - ARARE
EHRBEGROIIE2EREHRAZRLRMZ
ARAEERTZTRAERARALEAE
AAAEEE (EE R EH RHEKRMEXV
#) Zz Bty - HEEAMRG kEHFT 2w Rk
B (BREREZFES LG RHIRE R
REWERER 2 ERFORR) AT

REQXRABRBZRE

Number of shares held,

capacity and nature

of interest
Through

controlled corporation

FEROGHEE - BOR

Percentage of the

ERME issued share capital

Name of Director EENR ZRZILEERFE HERTRABESH

Ho Tsam Hung o] & 1 270,000,000 7.84%
(Note 1) (K1a£1)

Ho Pak Hung (EK(=p: 270,000,000 7.84%
(Note 2) (Hf#t2)

Ho Kam Hung o] 8 7 270,000,000 7.84%

(Note 3) (Kizt3)
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DIRECTORS’/CHIEF EXECUTIVFE’S
INTERESTS IN THE SHARES OF THE
COMPANY AND ITS ASSOCIATED
CORPORATIONS (Cont’d)

Notes:

(1) 270,000,000 shares are beneficially held by
Ho Tsam Hung through Morgan Estate Assets
Limited.

(2) 270,000,000 shares are beneficially held by
Ho Pak Hung through On Tai Profits Limited.

(3) 270,000,000 shares are beneficially held by
Ho Kam Hung through Morcambe
Corporation.

The interests of the Directors in the share
options of the Company are separately
disclosed under the heading “Share Option
Scheme” below.

SHARES IN ASSOCIATED CORPORATIONS
OF THE COMPANY

At 30 June 2004, the following Directors of
the Company had interests in the non-voting
deferred shares in certain of the Company’s
subsidiaries:

Long position in shares of the associated
corporations

(a) Interests in the non-voting deferred
shares of Smart Hero (Holdings) Limited

Zhong Hua International Holdings Limited
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EE TETBAEBRBEAZEAT
REMBLIEROER (F)

Hiat -

(1) 270,000,000/% F3 {a] & % i i Morgan Estate
Assets Limited B #1545

(2) 270,000,0008% FA ] {H % 3& 3B On Tai Profits
LimitedZ 54 °

(3) 270,000,000/% i ] & % % @ Morcambe

CorporationE A -

ESRARFBREZESNATESE
PRt 8] BB R BT o

D B EOLE R G

R-ZBEMNEANA=TH  THEERER
ZAERRETHBARBRREETR 2%
BmAATE

REBEZERDZRA

@ MEBZBBERERARERZEE
FER D HE 2

Number of shares

held and nature of

interest

Beneficial owner

FEROBER Percentage of the

EEME issued share capital

Name of Director EEnE BEEAA HERTRAED L
Ho Tsam Hung fa] &L 7 91 30.13%
Ho Pak Hung ol {R % 91 30.13%
Ho Kam Hung o] 85 2 91 30.13%
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DIRECTORS’/CHIEF EXECUTIVE’S BEE FETHAEREEZARLQT
INTERESTS IN THE SHARES OF THE RENMBLIERDER (&)
COMPANY AND ITS ASSOCIATED

CORPORATIONS (Cont’d)

SHARES IN ASSOCIATED CORPORATIONS A AT B EER G (£)
OF THE COMPANY (Cont’d)

(b) Interests in the non-voting deferred (b) PAMERE 2R EFEEMEREFR A AE

shares of China Land Realty Investment RERELERDER
Limited
Number of

shares held and
nature of interest
Beneficial owner

FERGHE R Percentage of the

EEME issued share capital

Name of Director EEnE BEZEAA HERTRABED L
Ho Tsam Hung {r] 7 91 30.13%
Ho Pak Hung (CIRI=Y:: 91 30.13%
Ho Kam Hung o] 85 7 91 30.13%

All the above mentioned non-voting
deferred shares carry no rights to
dividends, to receive notice of or to
attend or vote at any general meeting of
the relevant company, or to participate
in any distribution on winding-up.

Save as disclosed above, as at 30 June
2004, to the knowledge of the Company,
none of the directors or chief executive
of the Company had or was deemed to
have any interest or short position in the
shares, underlying shares and debentures
of the Company or any associated
corporations (within the meaning of Part
XV of the SFO) as recorded in the register
to be kept under section 352 of the SFO
or as otherwise notified to the Company
and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO
and the Model Code.
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DIRECTORS’ RIGHTS TO ACQUIRE
SHARES

Apart from as disclosed under the headings
“Directors’/chief executive’s interests in the
shares of the Company and its associated
corporations” above and “Share option
scheme” below, at no time during the Period
were rights to acquire benefits by means of
the acquisition of shares in or debentures of
the Company or any other body corporate
granted to any director or their respective
spouse or children under 18 years of age,
or were any such rights exercised by them;
or was the Company or any of its
subsidiaries a party to any arrangement to
enable the directors or their respective
spouse or children under 18 years of age to
acquire such rights in any other body
corporate.

SHARE OPTION SCHEME

The Company’s share option scheme which
was adopted on 19 September 1997 (the
“Old Scheme”) was terminated and replaced
by a new share option scheme (the “New
Scheme”) on 11 June 2002. No share option
was granted under the New Scheme since
the adoption date on 11 June 2002.

The principal purpose of the New Scheme
is to provide eligible participants with the
opportunity to acquire proprietary interests
in the Company and as an incentive to work
towards enhancing the value of the
Company and its shares for the benefit of
the Company and its shareholders as a
whole.
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SHARE OPTION SCHEME (Cont’d)

The options granted under the Old Scheme
will remain in full force and effect, details

INTERIM REPORT 2004
ZEFMFFHRE

of the options granted under the Old Scheme

are as follows:

Name or category
of participant

Options outstanding

at beginning and
at end of period

BREE (A)

Exercise period
of share options

RBEFERE 2BREDA T RR N RIE
B REEFIRLZBREFEOT

Exercise
price of

share options

2HE MARARERTE BRE B
EBRER ZEREBE THEHH THEE
HK$ 7T
Directors B
Ho Tsam Hung 1Al 2 27,500,000 1 December 2001 to 0.1395
1 December 2004
—ZZ-HF4+-"A—BF
—EENE+=A—H
Ho Pak Hung ER(=p 27,500,000 1 December 2001 to 0.1395
1 December 2004
ZZEE-HF+-A—B%F
—EENE+=-A—H
Ho Kam Hung 1] 455 27,500,000 1 December 2001 to 0.1395
1 December 2004
s = Y
—ERENE+=-A—H
82,500,000
Other employees in E A g & (& 35) 8,000,000 1 December 2001 to 0.1395
aggregate 1 December 2004
—22-5+-A—HE
“TTMF+-A—A
90,500,000
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SUBSTANTIAL SHAREHOLDERS FERR

As at 30 June 2004, as far as is known to
the Directors or the chief executive of the
Company, the following persons (other than
Directors or chief executive of the Company)
had interests or short positions in the shares
and underlying share as recorded in the
register required to be kept under section
336 of the SFO:

Long position in shares of the Company

RZZBZEWNFRA=1+H BARRMEAE
ERTBITHMABRA  ATAL (AR
ZEERTETRAERIINEEELTNR
BESMAEKRIEBMRIATFEZE
FC Mz A £ Ko 4B B AR {0 7 2 #E 25 0K B 10
™

REAFARBZRAE

Percentage
of the issued

Capacity and Number of  share capital
Name Nature of interest Shares held BB 81T
=x FOREEME FEROHE REEIH
High Rank Enterprises Limited — Note 1 Beneficial owner 1,140,000,000 33.10%
—Kfatn EmBEAA
Mr. Man O Fu Beneficial owner 464,396,284 13.48%
X E K4 ERBEAA
Morgan Estate Assets Limited — Note 2 Controlled corporation 270,000,000 7.84%
— a2 ]
On Tai Profits Limited — Note 3 Controlled corporation 270,000,000 7.84%
— a3 XEEE
Morcambe Corporation - Note 4 Controlled corporation 270,000,000 7.84%
— Kfet4 REE
Ms. Yeung Ching Yi — Note 5 Spouse 270,000,000 7.84%
WEH B T — fats [
Ms. Liang Gui Fen — Note 6 Spouse 270,000,000 7.84%
REFLL - Kt [
Ms. Ye Jia Li — Note 7 Spouse 270,000,000 7.84%
BERERLT a7 i
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SUBSTANTIAL SHAREHOLDERS
(Cont’d)
Note 1 — Each of Mr. Ho Tsam Hung, Mr. Ho
Pak Hung and Mr. Ho Kam Hung, being
the executive Directors, is interested in
approximately 31.58% of the issued
share capital of High Rank Enterprises
Limited.

Note 2 — Morgan Estate Assets Limited is wholly
owned by Mr. Ho Tsam Hung.

Note 3 — On Tai Profits Limited is wholly owned
by Mr. Ho Pak Hung.

Note 4 — Morcambe Corporation is wholly owned
by Mr. Ho Kam Hung.

Note 5 — As Ms. Yeung Ching Yi is the spouse of
Mr. Ho Tsam Hung, she is deemed to
be interested in the 270,000,000 shares
held by Morgan Estate Assets Limited.
Note 6 — As Ms. Liang Gui Fen is the spouse of
Mr. Ho Pak Hung, she is deemed to be
interested in the 270,000,000 shares
held by On Tai Profits Limited.

Note 7 — As Ms. Ye Jia Li is the spouse of Mr. Ho
Kam Hung, she is deemed to be
interested in the 270,000,000 shares
held by Morcambe Corporation.

Save as disclosed above, as at 30 June 2004,
the Directors and the chief executive were
not aware of any other person who had an
interest or short position in the shares and
underlying shares of the Company as
recorded in the register required to be kept
under section 336 of the SFO.
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TERR (#)

HiaE1 — B EE - A1AK S A RAEHEEE
HEBITESE - & AHigh Rank
Enterprises Limited@ % 17 B & 49

31.58%# % ©

Hfiz2 — Morgan Estate Assets Limitedh fa] &

WREZEHES -
Hfz£3 — On Tai Profits Limited | fa A %5 4 2
BRA
KtiE4 — Morcambe Corporation i {a] & 4 %5 4= &
BHE
HiaEs — BRGFHELR T AAHELERE - W5
B % & + ¥ 18 B M Morgan Estate
Assets LimitedFT#§4 < 270,000,000/%
RRDPER R -
K6 — RRES L AAA%EERE  WR
TR ZTHHR BN On Tai Profits
Limited T #% % 2 270,000,000% A% 5 7
HEAES -
Hiat7 — RERBLZ LT AMEREERS  WE
R 8 X+ #®H K% BN Morcambe
Corporationff#5 & 2 270,000,0004% f%
MREEER -

B EXARIEES  R-BTMERA=+
B EERIZTBRARLTHBEERMA
THABSXNRIEE S RAEGIFE3361F
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A ZEEIXR -

) Y
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CODE OF BEST PRACTICE REEASA

In the opinion of the Directors, the Company
complied with the Code of Best Practice (the
“Code”) as set out in Appendix 14 of the
Listing Rules throughout the Period, except
that the non-executive directors of the
Company are not appointed for specific
terms as required by paragraph 7 of the
Code, but are subject to retirement by
rotation in accordance with the Company’s
Bye-laws.

The Company has an audit committee which
was established in accordance with the
requirements of the Code, for the purpose
of reviewing and supervising the Company’s
financial reporting process and internal
controls. The audit committee currently
comprises the two independent non-
executive directors of the Company.

REVIEW BY AUDIT COMMITTEE

The unaudited condensed consolidated
interim financial statements of the Group
have been reviewed by the Audit Committee
of the Company.

PURCHASE, SALE OR REDEMPTION
OF THE COMPANY'’S LISTED
SECURITIES

During the Period, neither the Company nor
any of its subsidiaries purchased, sold or
redeemed any listed securities of the
Company.

By order of the Board
Ho Tsam Hung

Chairman

Hong Kong, 22 September 2004
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