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UNAUDITED INTERIM RESULTS

The Board of Directors (the “Directors”) of ~HEBRZERARAF ([KA2AA])
Zhong Hua International Holdings Limited ([EFE&]) 5/ @ AR A KENEA
(the “Company”) would like to announce B[ AKE])HE—TTRFSA=THIE
the unaudited consolidated results of the N1 B 2 K& BZ & %2 E ([ H %
Company and its subsidiaries (collectively #1) @ ER T T MF R H 2 L REF 10
the “Group”) for the six months ended 30 T

June 2005 (the “Interim Results”), together

with the comparative figures for the

corresponding period in 2004 as follows:

CONDENSED CONSOLIDATED EHELAEEE
PROFIT AND LOSS ACCOUNT

For the si_z(_ months ended 30 June

EAA=+THIEARER

2005 2004
—EERF —TETME
(Unaudited) (Unaudited)
(REER) (RIEEZ)
Notes HK$’000 HK$’000
ff st TER FET
TURNOVER B 3 11,139 7,292
Cost of sales iH & AR (10,897) (5,603)
Gross profit EM 242 1,689
Other revenue H Y e 751 313
Revaluation surplus BERRENMERS
on investment properties ) 10,700 -
Gain on disposal of interests & [ff & 2 & # &
in subsidiaries P15 I & - 85,763
Selling and distribution costs ~ H& k& HE R - (12)
Administrative expenses B (9,831) (4,386)
Other operating expenses Hib 2 (5,361) (7,732)
Finance costs BB R 5 (3,091) (1,375)
(LOSS)/PROFIT BEFORE TAX  H Al (B 18) /%R 6 (6,590) 74,260
Tax 18 7 (3,601) (62)
(LOSS)/PROFIT FOR 0 (FR) 5 R
THE PERIOD (10,191) 74,198
ATTRIBUTABLE TO: BER:
Equity holders of the parent A REHFEA (10,202) 74,182
Minority Interests SEBRRER 11 16
(10,191) 74,198
(LOSS)/EARNINGS PER SHARE S (&518) &7 9 i
- BASIC -EX HK(0.25) cent1ll | HK2.45 cents
- DILUTED = 3 HK(0.23) centi#{ll N/ATE A
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HHGREEERER

30 June 31 December
2005 2004
—2EIF “ETRE
AA=+tH +=-A=1+-—H
(Unaudited) (Restated)
(REER) (=51)
Notes HK$’000 HK$'000
fif i THER FTET
NON-CURRENT ASSETS ERBEE
Fixed assets EEAE 123,362 130,186
Investment properties RENE 194,300 183,600
Intangible assets BREAE 19,485 23,303
Goodwill me 128,788 84,882
Trade receivables B 5 WA 10 10,056 10,055
Prepaid rental iEXNEERA 17,321 17,808
Deposit and other receivable & [z £ ftt fE Yt 5178 28,014 64,003
Pledged deposits BEEMAER 779 776
522,105 514,613
CURRENT ASSETS mBEE
Trade receivables 22 REWHIE 10 29,847 35,689
Prepayments, deposits BRI BE R
and other receivables H it e WA 104,679 101,886
Cash and bank balances RBe RRITER 81,485 106,254
216,011 243,829
CURRENT LIABILITIES REAE
Trade payables BHRIHA 11 (31,018) (31,486)
Tax payable FEI B . (14,936) (14,884)
Other payables and accruals %WME@L?XIE&J‘? FaE (15,804) (17,065)
Interest-bearing bank loans &t 8 R11E (40,461) (49,830)
Finance lease payables ENBEREHRA (505) (492)
Deferred income BN (40,625) (40,625)
(143,349) (154,382)
NET CURRENT ASSETS RBEEFE 72,662 89,447
TOTAL ASSETS LESS BEERRBDEE
CURRENT LIABILITIES 594,767 604,060
NON-CURRENT LIABILITIES ¥ REBEE
Interest-bearing bank loans 51 S #7175 (25,197) (27,470)
Finance lease payables EfREEERA - (131)
Convertible bonds Bk ES 12 (29,602) (29,426)
Deferred tax liabilities REREEE (26,033) (22,502)
(80,832) (79,529)
513,935 524,531
CAPITAL AND RESERVES EXREE
Equity attributable to equity BARBZEFFA
holders of the parent 3y $
Issued capital BEITRA 13 94,048 78,388
Reserves i 13 419,887 430,060
513,935 508,448
Minority interests SEBRRER 13 - 16,083
513,935 524,531
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CONDENSED CONSOLIDATED
STATEMENTS OF CHANGES IN EQUITY

For the six months ended

BEAA=TRHLA<EA

2005 2004
=3 g3 —TTME
(Unaudited)
(RIEERZ)
(Unaudited) (Restated)
(REEK) (Z31)
Notes HK$’000 HK$'000
k=3 FTERT FERT
Total equity at 1 January: R—B-RAzRERAHE
As previously reported AT 25 B
as equity 511,679 355,587
As previously reported AT EE 25 5
separately as minority LHBRRER
interests 16,083 -
527,762 355,587
Prior period adjustments RS 2(a), (b) (3,231) (3,805)
As restated Ex]) 524,531 351,782
Changes in equity during HEERED
the period:
Issue of shares, including BiIkG  BE
share premium B 17 75 B 13 15,660 60,371
Acquisition of a subsidiary U BE T /B A A 13 - 19,660
Acquisition of additional Wi I B 2 A
interests in a subsidiary RBEoMER 13 (16,094) -
Exchange differences REGINKE R F]
on translation of the MBBRRELEZ
financial statements of EHER
overseas subsidiaries 13 29 (1)
Net income not recognised AR BRRER
in the profit and Lhenpetl
loss account 29 (1)
(Loss)/profit for the period R (&518) R T 13 (10,191) 74,198
Impairment of goodwill NEHFERE
remaining eliminated against & # /(23 518)
consolidated retained 2 BERE
profits/(accumulated loss) 13 - 7,000
Total recognised income HEERR 2 WE Rk
and expense for the period X @ (10,162) 81,197
Total equity at 30 June RAR=tHZEHZAH 513,935 513,010
Total recognised income HAHERRAZ
and expense for the WERBEEE
period attributable to: BER:
Equity holders of the parent BRAEEFEA (10,173) 81,181
Minority Interests DHRR 11 16
(10,162) 81,197
Effects of prior period and RN e
opening adjustments AEHE
attributable to: BER:
Equity holders of the parent BAREREHEA (3,231) (3,805)
Minority Interests D ER R - -
3,231) (3,805)
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EHERERK

For the
six months ended
30 June 2005

For the
six months ended
30 June 2004

BE-ZTZhfF HE-_ZTTNF
AB=+HIL ANA=TALE
~EA ~EA
(Unaudited) (Unaudited)
(REER) (REEER)
HK$’000 HK$'000
FER FAET
NET CASH (OUTFLOW)/INFLOW  RE%£ER$
FROM OPERATING ACTIVITIES (Rd) /RAZRE (4,419) 202,022
NET CASH OUTFLOW FROM REEKZRE
INVESTING ACTIVITIES RS (24,307) (136,195)
NET CASH INFLOW/(OUTFLOW) BEZBzEE
FROM FINANCING ACTIVITIES RA/ (Fd) B8 3,957 (5,286)
(DECREASE)/INCREASE INCASH ReRB&%E
AND CASH EQUIVALENTS BB (GRL) /#Em (24,769) 60,541
CASH AND CASH EQUIVALENTS  HifIzB&RES
AT BEGINNING OF PERIOD %EEA 106,254 41,312
CASH AND CASH EQUIVALENTS M zBE¢RE$
AT END OF PERIOD ZE®EA 81,485 101,853
ANALYSIS OF BALANCES OF CASH B RBE&ZEEE
AND CASH EQUIVALENTS ERAW
Cash and bank balances ReRBITHET 81,485 101,853
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. SIGNIFICANT ACCOU

POLICIES

The condensed consolidated interim
financial statements are prepared in
accordance with Hong Kong
Accounting Standard (“HKAS”) 34
“Interim Financial Reporting”. The
accounting policies and basis of
preparation adopted in the preparation
of the interim financial statements are
the same as those used in the annual
financial statements for the year ended
31 December 2004, except in relation
to the following new and revised Hong
Kong Financial Reporting Standards
(“HKFRSs”, which also include HKASs
and Interpretations) that affect the
Group and are adopted for the first time
for the current period’s financial
statements:

ANESRALR S P R R IR
2RI ([HKAS]) 58 3455 [+ HA B1 75 3R
EIREN -BRTATEFELEERN
W EEARFEREP EXFANFA
M TN E BT B RS E L
([HKFRS] - b 8 & HKASH i 12
&) R HB B HRERPRAN SR
RIRAEMPBEBEE —_STNFE+ =
A+ BLEENTHBRE B -

Accounting Policies, Changes in Accounting Estimates and Errors

HKAS 1 Presentation of Financial Statements
B 7% R % 1 51 3R
HKAS 2 Inventories
FE
HKAS 7 Cash Flow Statements
REMER
HKAS 8
BITHE  StHGEEMELR
HKAS 10 Events after the Balance Sheet Date
HHERAKRSERE
HKAS 12 Income Taxes
Fri& %t
HKAS 16 Property, Plant and Equipment
ME - BB KRR
HKAS 17 Leases
Gish-1
HKAS 18 Revenue
ON
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HKAS 21

HKAS 23

HKAS 24

HKAS 27

HKAS 31

HKAS 32

HKAS 33

HKAS 36

HKAS 37

HKAS 38

HKAS 39

HKAS 40

HKFRS 2

HKFRS 3

HK(SIC)-Int 21

Employee Benefits
BERAH
The Effects of Changes in Foreign Exchange Rates
SMNEERBF TR

Borrowing Costs

ERER

Related Party Disclosures

WA 7 % BB

Consolidated and Separate Financial Statements
Fa Rk BILMBRE

Investments in Joint Ventures

ReERAMER

Financial Instruments: Disclosure and Presentation
SRTAE : WERR

Earnings per Share

Far

Impairment of Assets

BERME

Provisions, Contingent Liabilities and Contingent Assets
BHRIEABNNBEEE

Intangible Assets

BVAE

Financial Instruments: Recognition and Measurement
TRTA: BRNFE

Investment Property

BEME

Share-based Payment

ER NN

Business Combinations

RS

Income Taxes — Recovery of Revalued Non-depreciable Assets

sk —EEMFAELEEENKRE
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. SIGNIFICANT ACCOU

POLICIES (Cont’d)

The adoption of HKASs 1, 2, 7, 8, 10,
12,16, 17, 18, 19, 21, 23, 24, 27, 31,
33, 37, 38 and HKFRS 2 has had no
material impact on the accounting
policies of the Group and the methods
of computation in the Group’s
condensed consolidated financial
statements. The impact of adopting the
other HKFRSs is summarised as follows:

(a) HKAS 32 and HKAS 39 - Financial
Instruments

Convertible bonds

In prior periods, convertible bonds
were stated at amortised cost. Upon
the adoption of HKASs 32 and 39,
convertible bonds issued are split
into liability and equity
components.

On the issue of the convertible
bonds, the fair value of the liability
components is determined using a
market rate for an equivalent non-
convertible bond; and this amount
is carried as a long term liability
on the amortised cost basis until
extinguished on conversion or
redemption.

FHAHKAS 127810
1718192123 +24~27 31"~
33+ 37 » 38FIHKFRS 2% AN £ @R & =f
BUR FTE AR S B B4R & B IS Tk /)
AEFELSEEANTE - RAHM
HKFRSE) 2 & 7¥ 21T -

(a) HKAS 32Kk HKAS 39— ¢ ® T A

A #2 R (& %

LARTHARS » AT BR(E 55 8 51 50 45 85
AR o BRI HKAS 3213975 » B %
TARBRESD BAERKRAM I

{/\ °

BOAMBBRESRR  BESOZA
FEEMNAETARESSERE
ZHWSHLEEE  BZeRRCE
HRAREEARIGERAAG
BEEERBAERREH AL -
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8

AS 32 and HKAS 39 - Financial
Instruments (Cont’d)

Convertible bonds (Cont’d)

The remainder of the proceeds is
allocated to the conversion option
that is recognised and included in
shareholder’s equity, net of
transaction costs. The carrying
amount of the conversion option is
not remeasured in subsequent years.

Transactions costs are apportioned
between the liability and equity
components of the convertible
bonds based on the allocation of
proceeds to the liability and equity
components when the instruments
are first recognised.

The effects of the above changes
are summarised in note 2 to the
condensed consolidated financial
statements. In accordance with
HKAS 32, comparative amounts
have been restated.
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(a) HKAS 32K HKAS 39— £® I A
(4&)

AR A (&)

SRR EE DL ERRE
?D%x%)ﬂi$f§&ﬁﬁ¥%m?\ﬁ§w
AR - BBREREEEERFED
BENE -

REKXATIREENEREZETA
B TERBEIREREREZRSK
mzuhEsETRBRES ARG
MERKG -

Mgy BN ERRgS
ﬁ%i&ﬂﬁ&z RAEHKAS 32 » B
BRELBEEY -



. SIGNIFICANT ACCOUNTING
POLICIES (Cont’d)

(b) HKAS 40 - Investment Property

In prior periods, changes in the fair
values of investment properties
were dealt with as movements in
the investment property revaluation
reserve. If the total of this reserve
was insufficient to cover a deficit,
on a portfolio basis, the excess of
the deficit was charged to the
income statement. Any subsequent
revaluation surplus was credited to
the income statement to the extent
of the deficit previously charged.

Upon the adoption of HKAS 40,
gains or losses arising from changes
in the fair values of investment
properties are included in the
income statement in the year in
which they arise. Any gains or
losses on the retirement or disposal
of an investment property are
recognised in the income statement
in the year of the retirement or
disposal.

The Group has taken advantage of
the transitional provisions of HKAS
40 to adjust the effect of adopting
the standard to the opening balance
of retained earnings rather than
restating the comparative amounts
to reflect the changes
retrospectively for the earlier period
presented in the condensed
consolidated financial statements.
The effects of the above changes
are summarised in note 2 to the
condensed consolidated financial
statements.

(b) HKAS 40— R &M%

ARTEAR - REMERRBENE
PEREMENE[HEETERE
IRGEREGMENRBEBERES
HEMENESR  ZBHSHEL
AFER - 2BROEHRERBEE
RATBRNET  EEEBZA
B IR o

P THKAS 4021 - REWER
AEENEHMELENBSZESBRE
EEEEFOHFBEERS - HEWE
HEIHENESERERLHEER
FOMBERFRFUER -

AEBEA T HKAS 408 18 % 14 1§
P BERAZEANZEAERE
EF RS E  MAREN LR
HT  HERSEMBRKRIEH
ERHRENRMREETENTE - £
MEEHNYEEMRARAMBHRE
BT E2FR 5 R o
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10

(c) HKFRS 3 — Business Combinations

and HKAS 36 - Impairment of
Assets

In prior periods, goodwill/negative
goodwill arising on acquisitions
prior to 1 January 2001 was
eliminated against consolidated
capital reserve in the year of
acquisition and was not recognised
in the income statement until
disposal or impairment of the
acquired business.

Goodwill arising on acquisitions on
or after 1 January 2001 was
capitalised and amortised on the
straight-line basis over its estimated
useful life and was subject to
impairment testing when there was
any indication of impairment.
Negative goodwill was carried in
the balance sheet and was
recognised in the consolidated
income statement on a systematic
basis over the remaining average
useful life of the acquired
depreciable/amortisable assets,
except to the extent it related to
expectations of future losses and
expenses that were identified in the
acquisition plan and that could be
measured reliably, in which case,
it was recognised as income in the
consolidated income statement
when the future losses and expenses
were recognised.

INTERIM REPORT 2005 =T FHFrh i

EEREE (#)

(c) HKFRS 3— & ¥ & f#f R HKAS 36—

BERME

ARTHE  $RE—TT—5—A
—BURMKEEENRR B8
ERBEEFNAHEARBETE
W BB EBETREES
BE - ZEE ABETEHEATN
HRPHER -

HRE_TT-—F-A—-RARkzk’
WHEELANEE FREEMT
A LA B AR OR FE A 5HE B BIIR A
i WAEBBEMREDTRFET
HMEAS - EREEEERGBRA
FIfR - UBATNBREITE BHE
EZFONBFERNZERD AR
A mRNER - WL T A
U BE AT 8o 2 3R 3L B AT DA R] S A
BEZEMAKBRRER  £%B
AT AIRERARKBRRER
- AR E IS R AR AW -



. SIGNIFICANT ACCOU
POLICIES (Cont’d)

(c) HKFRS 3 - Business Combinations

and HKAS 36 - Impairment of
Assets (Cont’d)

Upon the adoption of HKFRS 3 and
HKAS 36, goodwill arising on
acquisitions is no longer amortised
but subject to an annual impairment
review (or more frequently if events
or changes in circumstances
indicate that the carrying value may
be impaired). Any impairment loss
recognised for goodwill is not
reversed in a subsequent period.

Any excess of the Group’s interest
in the net fair value of the acquirees
identifiable assets, liabilities and
contingent liabilities over the cost
of the acquisition of subsidiaries
and associates (previously referred
to as “negative goodwill”), after
reassessment, is recognised
immediately in the income
statement.

(c) HKFRS 3— 2 ¥ &t R H

BEERME (&)

B 7 HKFRS 3% HKAS 362 1% -
Wﬁﬁi%%%$ﬁ%ﬁ'ﬁ%§

EITRE R (XL EBKIF
ﬁmﬁ%%ﬁﬁﬁgﬁﬂ%%iﬁ
ERFEEEHET) - TWEERZ
R (A 18 k72 DA 14 HARE R AT LA 82
[E] o

AEEERBEINAHRREE
BEMRAEEENDARBED G
R RIS B S N m M QR
RANZE (ZHEATAKE]) -
FEEMFMER - ZAEN RS

=7
o °
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(c) HKFRS 3 — Business Combinations
and HKAS 36 - Impairment of
Assets (Cont’d)

The transitional provisions of
HKFRS 3 have required the Group
to eliminate at 1 January 2005 the
carrying amounts of accumulated
amortisation with a corresponding
entry to the cost of goodwill and to
derecognise the carrying amounts
of negative goodwill (including that
remaining in consolidated capital
reserve) against retained earnings.
Goodwill previously eliminated
against consolidated capital reserve
remains eliminated against
consolidated capital reserve and is
not recognised in the income
statement when all or part of the
business to which the goodwill
relates is disposed of or when a
cash-generating unit to which the
goodwill relates becomes impaired.

The effects of the above changes
are summarised in note 2 to the
condensed consolidated financial
statements. In accordance with the
transitional provisions of HKFRS 3,
comparative amounts have not been
restated.

INTERIM REPORT 2005 =T FHFrh i

EEREE (#)

(c) HKFRS 3— & ¥ & f#f R HKAS 36—
BEERE (&)

HKFRS 327 @ EMIEX Bk AREH
R-ZZEZRF—F—BHORRT#
HIREE - WABBRT ARBRAK -
MERBEFNANDEEREEER
AE(BERGAEEARERNZ RS
) o AR HIEGEEERFERHZ
HMEEERFZABEAREEHE K
EMERHMEEERE 2 EKD
EXEBBEARAZREeELETH
ERTERBERER -

FiBsr FERMAEREE M
HEHmAME2A - BRHKFRS 3218
M - ARAR S EEH LB
= o



1. SIGNIFICANT ACCOUNTIN

POLICIES (Cont’d)

(d) HK(SIC)-Int 21 — Income Taxes —
Recovery of Revalued Non-
depreciable Assets

In prior periods, deferred tax arising
on the revaluation of investment
properties was recognised based on
the tax rate that would be
applicable upon the sale of the
investment properties.

Upon the adoption of HK(SIC)-Int
21, deferred tax arising on the
revaluation of the Group’s
investment properties is determined
depending on whether the
properties will be recovered
through use or through sale. The
Group has determined that its
investment properties will be
recovered through use, and
accordingly the profits tax rate has
been applied to the calculation of
deferred tax.

The effects of the above changes
are summarised in note 2 to the
condensed consolidated financial
statements. The change has been
adopted retrospectively from the
earliest period presented and
comparative amounts have been
restated.

(d) HK(SIC)-Int 21— F 188 —

FREEENKE

IARTERRE > BRI ENEE[EE
EMRERE  HREEREME
FrE MM RS ERER -

FERAHKSIO-Int 21218 - KEBEH
EVMEEHEMEENEERERIE
BYMERBBERERHEERT UK
HIEAEEKRETE - AEERTE S
LFEREEMERDKEERAE
B ALRRKAEFERREYMERME
e E R HIETERE -

IS us-3pa 23S us NG =)
BmRME2 - FEESHEBWBA
REE2HRHERNTLRBEF T
287 -
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Following the adoption of the HKFRSs,
the opening balances of the following
accounts were adjusted restrospectively.
The details of the prior period
adjustments and opening adjustments
are summarised as follows:

(a) Effect on opening balance of total

RSB EMRR

RERFHKFRSTE - AT AR B 2 B0 &5 %
EREHE - pIHARE LM AE
BT

() H—ZZRF-A-—HAEZZH

equity at 1 January 2005 Nz
Equity Investment
component of property
convertible revaluation Retained
bonds reserve earnings Total
Effect of new policies MARzEE TRRESFZ2  RENE
(increase/(decrease)) (#m,/ ) EEHE EMRE HKREEFR st
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REER) (REER) (REEHR) CREER)
Notes HK$'000  HK$'000  HK$'000  HK$'000
ki3 FTERT TET FTERT TET
Prior period adjustments: ~ ATHIEE :
HKAS 32 HKAS 32
- Convertible bonds —ABKES ) 707 - (133) 574
HK(SIC)-Int 21 HK(SIC)-Int 21
Deferred tax arising REME
from revaluation of EffEEZ
investment properties EERE 1(d) - - (3,805) (3,805)
Net increase/(decrease) A ER
in total equity before wEHEM/
opening adjustment OB 4) 28 707 - (3,938) (3,231)
Opening adjustment: ANRE
HKAS 40 HKAS 40
Surplus on revaluation REME
of investment properties BEAK 1(b) - (40,964) 40,964 -
Total effect at RZZTERF
1 January 2005 —A—-B2
Bye 707 (40,964) 37,026 (3,231)
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2. SUMMARY OF THE IMPACT
CHANGES IN ACCOUNTING
POLICIES (Cont’d)

by H—Z2ZNFE-—A-BAESRZH

(b) Effect on opening balance of total

equity at 1 January 2004 NEBZHE
Equity  Investment
component of ~ property
convertible  revaluation Retained
bonds reserve earnings Total
Effect of new policies HHRRZTE AgkESz  REME
(increase/(decrease)) (gm/ (B)) BB EREE  RBEH @t
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RE®E) (REBER) (REER (REER)
Notes HK$'000 HK$'000 HK$'000 HK$’000
ik FHET FEL FHET FHET
Prior period adjustments: A i W% :
HK(SIC)-Int 21 HK(SIC)-Int 21
Deferred tax arising RENE
from revaluation of EREEZ
investment properties EEHRA 1(d) - - (3,805) (3,805)
Total effect at R-BEMF
1 January 2004 —A—Hz2
wye - - (3,805  (3,805)

TREMIRAFHKFRSE - HEHE-F
TRER-ZTTMEANA=+THBIARRE
AUMEBRREEN REER RN R EE
BRAAZBEARAR SR ER 2 WAL
T2 EE - mREAHKAS 39 - 4000
HKFRS 33 ME{EB AR - MHBE-T
TNFEANA=ZTHIEANEABEZEE
RN AEARPHE 2R B EHE -

The following tables summarise the
impact on profit after tax, income
or expenses recognised directly in
equity and capital transactions with
equity holders for the six-month
periods ended 30 June 2005 and
2004 upon the adoption of the new
HKFRSs. As no retrospective
adjustments have been made for the
adoption of HKASs 39, 40 and
HKFRS 3, the amounts shown for
the six months period ended 30
June 2004 may not be comparable
to the amounts shown for the
current interim period.
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(c) Effect on profit after tax for the

six months ended 30 June 2005 and

2004

KEDRERR ()

(c) HBEZE-_ZTRER-ZZTMERN
B=1+BLEAEAZBRHEERNZ

For the six months ended 30 June

BERA=TRLAEA

Equity Equity
holders of holders of
Effect of new HREZ the parent the parent
policies (increase/ %% (¥4, L BRF)
(decrease)) (H)) [ $:3:1-PN BaBAA
(Unaudited) (Unaudited)
(REER) (REER)
Notes HK$'000 HK$'000
ik FER FAT
Effect on profit BB &ER
after tax: ZEE:
HKAS 40 Surplus HKAS 40
on revaluation REME
of investment ERRH
properties 1(b) 10,700 -
HKFRS 3 HKFRS 3
Discontinuation BRIEHE
of amortisation B
of goodwill 1(c) 4,508 -
HK(SIC)-Int 21 HK(SIC)-Int 21
Deferred tax BREWE
arising from EREEZ
revaluation of ERERIE
investment
properties 1(d) (3,531) -
Total effect for il ed
the period Bye 11,677 -
Effect as earnings SRR
per share: ZEE:
- Basic -EXK HK0.28 cent -
- Diluted —-%3 HK0.28 cent# 1l -
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2. SUMMARY OF THE IM

CHANGES IN ACCOUNTING

POLICIES (Cont’d)

(d) Effect on income or expenses

recognised directly in equity and
capital transactions with equity
hold for the six months ended 30

June 2005 and 2004

d) HBE-—SESREER-BSNFA

A=tHEANEABSEKBAERE
RESREARARZTERIBZBWAR
Mxze8

For the six months ended 30 June

BEAA=THLAEAR

2005 2004
—BRIfF —ZEME
Equity Equity
holders of Minority holders of Minority
Effect of new HBEZ the parent interest Total the parent interests Total
policies (increase/ ¥& (1, SN ¥ SN ¥
(decrease)) (B2)) EakEA  RRER By EEBEA RRER @
(Unaudited) (Unaudited) (Unaudited) (Unaudited)  (Unaudited) (Unaudited)
(REER) (REER) (REER) (REEER) (REEKR) (REER)
Notes HK$’000 HK$’000 HK$’000 HK$'000 HK$'000 HK$'000
Fif it TiER TiEn TiER FER FER FET
HKAS 40 HKAS 40
Surplus on REME
revaluation of EREH
investment W EER
properties no N
longer recognised
in reserve 1(b) (10,700) - (10,700) - - -
HK(SIC)-Int 21 HK(SIC)-Int 21
Deferred tax RAEME
arising from BEREEZ
revaluation of EEBIR
investment
properties 1(d) 3,531 - 3,531 - - -
Total effect for Rz
the period E 2 (7,169) - (7,169) - - -
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5 (the “Period”) represents the
aggregate of gross rental income from
investment properties and leasing of
equipment, and income from provision
of telecommunication and other related
services, less any applicable turnover
taxes.

Turnover for the six months ended 30
June 2004 represented 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.
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raphical 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”).

HRAEE 2 A% KB FEA
REMBAE(THEXE)ZEP
It 2 50 E 5 A # -
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5. FINANCE COSTS 5. BKEAR
For the six months
ended 30 June
BEXA=+AH
IEAEAR
2005 2004
—EZHF ZETF
(Unaudited) (Unaudited)
(REER) (REgE&E®R)
HK$’000 HK$’000
FERT FET
Interest expense on bank BROFABE
loans wholly repayable B3& 2 R17
within five years BERAERX 2,353 1,375
Interest on finance lease 7 B T B 150 -
Interest on convertible bonds A # % & % F & 588 -
3,091 1,375




6. (LOSS)/PROFIT B

The Group’s (loss)/profit before tax is

arrived at after charging/(crediting) the GEA) T
following:
For the six months
ended 30 June
BEXA=T1H
W@ A
2005 2004
—EZTRF ZETF
(Unaudited) (Unaudited)
(REEX) (CREgE&E®R)
HK$’000 HK$’000
FET FAET
Cost of inventories sold EEFERA - 220
Depreciation e 7,184 2,210
Impairment of goodwill HNEERE
arising in the Period B E - 7,000
Amortisation of intangible B EERH
assets 3,840 3,891
Provision for doubtful debts R ER# 5,880 -
Amortisation of L B B /BB A ) B
goodwill on acquisition B 3=
of subsidiaries - 724
Interest income M EUA (751) (313)
Net rental income He Wl AFHE (2,909) (2,906)
Write back of other H b FE U FRIE
receivables 3] £ (519) -
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For the six months
ended 30 June

BEZXA=TH
IEXEA
2005 2004
—EZTHF —ETF
(Unaudited) (Unaudited)
(REER) (REge&E®R)
HK$’000 HK$’000
FERT FAET
Provision for the period: Hi

Hong Kong ) - -
Elsewhere E i i [@ 70 62
Deferred taxation IR ER IR 3,531 -
3,601 62

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 2004:
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 2005 (2004:
Nil).
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F B 7S 55 (B 0 B R 3F R AE OB E AR AR
JERTE N BOR B E B IS 1E B
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BEBAEBERZRAEN - 2ERIE
O R EERZRITHEH -
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9. (LOSS)/EARNINGS PER SHAR

The calculation of basic (loss)/earnings
per share for the Period is based on the
loss attributable to equity holders of the
parent of HK$10,202,000 (30 June
2004: net profit of HK$74,182,000) and
the weighted average of 4,114,081,517
(30 June 2004: 3,028,497,656) ordinary
shares in issue during the Period.

The calculation of diluted loss per share
is based on the loss attributable to
equity holders of the parent of
HK$9,716,000, after adjusting for the
interest saved upon the deemed
conversion of all convertible bonds. The
weighted average number of ordinary
shares used in the calculation is the
4,114,081,517 ordinary shares in issue
during the Period, as used in the basic
loss per share calculation; and the
weighted average of 100,000,000
ordinary shares assumed to have been
issued on the deemed conversion of all
convertible bonds during the Period.

Diluted earnings per share for the six
months ended 30 June 2004 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 six months
ended 30 June 2004.

MR SRER (BB /BFT
AlERIE A AEHEIE10,202,00
(ZZZTZWEFEANA=Z+H : &7
74,182,000/ 7t) M HAM B 817 L @&
ZINAEF 984,114,081, 517 (ZFEF
mENRA=1+H : 3,028,497,6560%) &t
§ o

BRBEEEEBDIRMERRESESE
BEBRZMNBELARE  BESA
Al SIFE AEIE 2E19,716,000%8
TLMarE o 5HE F GRS BB
FAZEBRINELYBRBHEANE T
TORAEE 4,114,081,517/ (Bt E &
BERBEMERAEMRR) - N ERE
RERAR B FT A AR IR B 5 I s iR 0
TEAR 2 AN HEF 9 80100,000,0000% °

HRZEMRAAERT  EBREHE
“ETENFERA=ZTHERNEAZFER
EXBNAERBEZE BAE2IE
EEZENESA=ZTHIEAERAZE
REERA -
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aged analysis of the trade
receivables at the balance sheet date,
net of provisions, is as follows:

Z WK E

FEEESEERENGY B (BT
) ZERAFTOT

30 June 2005
“E22ARF
AA=ZTH
(Unaudited)
(REER)

HK$’000 Percentage

31 December 2004
ZTTE
+=R=+—-H
(Audited)
(&%)
HK$'000 Percentage

THER Aok FHT Botk
Within 6 months 6fE A A 7,372 18 17,639 39
More than 6 months HBiBeEAE
but within 1 year THBIEA 16,549 41 11,735 26
More than 1 year but ~ #@B1F {2
within 2 years THR\B2FR 4,404 11 3,847
More than 2 years B2 3,650 10 4,598 10
Not due at REEH
balance sheet date 113 K B £ 7,928 20 7,925 17
39,903 100 45,744 100
Portion classified as ik
current assets BEZBMH (29,847) (35,689)
Non-current assets FERBEE 10,056 10,055

The Group generally grants credit terms
of 3 to 12 months to the customers.

The age of the Group’s trade
receivables are based on the date of
recognition of turnover and the due
date of instalments as stipulated in the
sales contracts.

The legal titles of the properties sold
are retained by the Group until the
contracted amounts and the related
expenses of the property have been
fully settled.
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11.TRADE PAYABLES

An aged analysis of the trade payables
at the balance sheet date is as follows: DM :

30 June 2005

31 December 2004

—BRIf 3 Yy
AA=+H +ZA=+—E
(Unaudited) (Audited)
(REER) (B&EZ)
HK$’000 Percentage HK$’000 Percentage
TExT Bk FET Aol
Within 6 months 6l AR - - 195 1
More than 6 months B 6fE A8
but within 1 year THBIFA 103 - 343 1
More than 1 year BR1FE
but within 2 years TNEB2FA - - 3 -
More than 2 years HEiE2FE
but within 3 years NEBIFA 3 - 195 1
Over 3 years HBiR3F 30,912 100 30,750 97
31,018 100 31,486 100
The age of Group's trade payables are REEE F RN A2 Rk D TR E UK
based on the date of the goods received BEMRRGREARTE -

or services rendered.
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e bond.s‘(”the Bonds”)
nterest at 2.75% per annum and
are due for repayment on 18 August
2006. The Bonds are convertible into a
total of 200,000,000 shares with a par
value of HK$0.02 each of the Company,
at the conversion price of HK$0.15 per
share at any time from 19 November
2004 up to the day falling fourteen days
prior to the maturity date of these
convertible bonds on 18 August 2006.
Further details of the terms and
conditions of the Bonds are set out in
the announcement of the Company
dated 19 July 2004.

The fair value of the liability component
of the Bonds was determined, upon
issuance, using the prevailing market
interest rate for similar debt without a
conversion option and is carried as a
non-current liability. The remainder of
the proceeds was allocated to the
conversion option that is recognised in
shareholders’ equity.
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e EEMEBRERE BFBEATRZE
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FNA+/\B AT+ X 2 5 A B IR
BEREBEROISE TS EER AL
200,000,0000% & 2 &) & i E {E0.02/%5
TTZBRM - EHFZ IR RERZE—F
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15.

14.CONTINGENT LIA

At the balance sheet date, the Group’s
contingent liabilities not provided for
in the financial statements were as

ﬁ'\‘\\u ] S
BREzIABEWT

follows:
30 June 31 December
2005 2004
—22RF —ETMEF
ARB=Z+H +tZA=+-—-H
(Unaudited) (Audited)
(REER) (BER)
HK$’000 HK$'000
FTET FTET
Guarantees given for FIRTTIM
mortgage loans AEEME
granted by banks ATER#LH
to certain purchasers ZIRIBER
of the Group's P fE 2 R
properties 7,791 7,763

PLEDGE OF ASSETS

The Group’s bank loans were supported
by certain of the Group’s investment
properties, corporate guarantees
executed by the Company and certain
independent third parties.

15, BEHER
KEBZBATERDUAREEE THRE

M ARREETBYUE=EELZ
REERERSS -
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(a) BEAEE

Group
AEH
30 June 31 December
2005 2004
—EBEF —_TEMF
AA=+HB +ZA=+—H
(Unaudited) (Audited)
(REER) (fREZ)
HK$’000 HK$’000
FERT FAT
Capital commitments BRETIIEIE
in respect of: 2B RAHE
Contracted, but not BRI 418
provided for REHE
Property development LUE
project 15 B 35,902 35,902
Internet café HIEIE g
project 17,080 17,080
52,982 52,982
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16.COMMITMENTS (Co

(b) Commitments under operating
leases

(i) As lessor

(b) &

(i) 1ERHHEA

The Group leases certain of its
investment properties and POS
equipment under operating

rEERBLLEHEHELHLER
HETREMERPOSHE @ &
BERcENFERD N RAMER

lease arrangements with leases
negotiated for terms of two
and

years five

respectively.

years,

At 30 June 2005, the Group had
total future minimum lease
receivables under non-
cancellable operating leases

with its tenants falling due as

R -

RZETRFASNA=F+H =&
EERBETAIHBEZLEHY
HEMARTLZ R RFEBLH
FEMFERIHENT ¢

follows:
Group
rEE
30 June 31 December
2005 2004
—EERF —ETF
RAA=+HB tZA=+—H
(Unaudited) (Audited)
(REER) (&%)
HK$’000 HK$’000
FERT FET
Within one year R—FR 4,660 9,736
In the second to fifth ME_EFAHF
years, inclusive (BIEEREMT) 8,496 10,326
13,156 20,062
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s under operating
ses (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 two to five years.

At 30 June 2005, the Group had
total future minimum lease
payments under non-
cancellable operating leases

(b) BE L AIE ()

(i) fEREEA

FEERBLEHENZYHHER
EETHERBRER  E
EZEPNF_=RF -

RZZEZERFRA=1TH K
SERBITHEZEEEY
KRB BN TE S BRI H
BmT

falling due as follows:

Group
AEH
30 June 31 December
2005 2004
—EZTRF —EENE
AA=+H +tZA=+—H
(Unaudited) (Audited)
(REEX) (e ')
HK$’000 HK$’000
FExT FHET
Within one year R—FR 1,163 437
In the second to fifth RE-_ZEFRF
years, inclusive (BHEEEMF) 1,314 834
2,477 1,271
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17.POST BALANCE SHEET EVEN

(@) On 30 June 2005, Zhong Hua
Entertainment Holdings Limited, a
wholly owned subsidiary of the
Company, has conditionally agreed
to acquire from an independent
third party 70% of issued share
capital of Apollo Luxury Cruises Co.
Limited (“Apollo Cruises”) at a
consideration of HK$150,000,000
(“Acquisition”). The principal
activities of Apollo Cruises are
development and operation of
cruise line and passenger cruise
liner services between Guangzhou
and Hong Kong.

However, as the conditions
precedent as set out in the
agreement of the Acquisition were
not fulfilled, the Acquisition did not
proceed in September 2005.

An aggregate of HK$46 million has
been paid by the Group as deposits
to the vendors of Apollo Cruises.
In October 2005, an amount of
HK$40 million of the deposits has
been refunded to the Group. The
Group is considering taking legal
actions for demanding repayment of
the remaining HK$6 million from
the vendors of Apollo Cruises.

Termination of the Acquisition had
no material adverse impact on the
business operation or financial
position of the Company.

@ RZZTZERFANA=TH » K/

& i B A Al Zhong Hua Entertain
Holdings Limited 2 A f& {4 #h [F & LA X
{&150,000,00078 TT A — B 3L 58 = 75 IR
BABHZERHBAERAAF ([Apollo
Cruises] ) B B 1T IR A 70% ([ U & =
8]) ° Apollo Cruisesz E B X AR
RicEBEMREERZ B MMERRE
HEwmRE o

AW AR ATARBFRBEARZ
FORGHE  WEEER _ZTHFNA
WEET -

ANEEE M Apollo CruisesE 5 2 &€
& 3£46,000,00087C - RZTZTRHE+
A #$40,000,000/8 LB REHL AL
B AEBBREEZRRIUEETHM
Apollo CruisesE& 77 i8 5 K 36,000,000
I o

BIPWESEHE AN R B 2 EEFRES
BRI BRI ER TN E -
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34

e total consideration of HK$350
million in respect of the disposal of
certain subsidiaries for the year
ended 31 December 2002 was to
be settled by installments. In
January 2005, the repayment date
of the last instalment was mutually
agreed between the Group and the
purchaser of the subsidiaries (“the
Purchaser”) to be rescheduled from
26 January 2005 to 26 July 2005.
Subsequent to the period end, the
Purchaser requested the payment of
HK$40 million be further deferred
to not later than 30 January 2006
without interest. The Group agreed
to accept part payment of HK$50
million on 26 July 2005 and further
extended the timing for payment of
balance of HK$40 million not later
than 30 January 2006.

INTERIM REPORT 2005 =T FHFrh i

=15 (#)

b) FRABE_FTT_F+_A=+—H81t

FEHEETHBRAAZARE
350,000,000 T B - —FFH
F—h mE—HzEFPCHAER
BHBARZEN (TEH])HERHE -
H-_EERF—A-+ABAE-ZTZTH
FHtAZ+H "BEHTHERBERER -
B3R - B3 E k¥ 140,000,000 T i
—bFLHﬂi_q ERFEF-A=+H=HZ
CMAERE e —ETERFELAST
/‘—\EI CASEEREEZHSNR
50,000,000/ 7t « I # (2 & & 5
40,000,000/ 7T 2 R @ — F iR =T
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17.POST BALANCE SHEET
(Cont’d)

(c) In August 2005 and September
2005, the Company entered into a
subscription agreement and a
supplemental agreement with an
independent third party which had
conditionally agreed to subscribe
for 200 million shares
(“Subscription Shares”) at a
subscription price of HK$0.036 to
be issued and alloted by the
Company, and the option to
subscribe for a maximum number
of 570 million shares (“Option
Shares”) at an exercise price of
HK$0.038 per share (subject to
adjustment), together with the
option price of HK$0.004 per
Option Share.

In October 2005, the Subscription
Shares were issued and alloted at
HK$0.036 per share resulting in
raising an amount of HK$7.2
million.

In November 2005, the
consideration of HK$2.28 million
for the Option was received.

() R=ZEZERAFNAR_ZFT

ARAREBYFE=HEI— D RERH
M— ﬁﬁﬁﬁ%% :%Ei%_ﬁa*ﬁﬂ*
'ﬁ: |_J wu E% {E 0. 036/% 7E wu :Eﬁ
200,000 oooﬁﬁﬂwﬁa PN/ K 6 V3
2 (TRERMD]) - ARATAITEE
0.038B L (] FUFAR) RERZHE
£570,000,0008% B 17 ([HEARE MR 15 1)
ZHERE ERTSRBERERMNEBRE
0.004%8 7T °

RZZZTRF+A - $47,200,000%
T FR%0.03678 T 2 (BIE 1T R AL B
H/UE%HX1 °©

R-ZZETERF+—F BREZARE
2,280,000 7T B UL EL -
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(d) A writ of summons was issued in
August 2005 by a former director
of a subsidiary of the Company (the
“Former Director”) against, inter
alia, the Company. According to the
summons, the Former Director
claimed certain damages in relation
to the acquisition of a subsidiary
by the Group from a private
company controlled by the Former
Director in December 2000. In the
Indorsement of Claims, the Former
Director claimed that a receipt for
a consideration of HK$33,500,000
signed by the private company
controlled by her be set aside and
demanded for payment of
outstanding consideration in the
amount of HK$33,500,000.

The Company has filed an
acknowledgement of service to
defend the proceedings. Given that
the aggregate amount under all the
claims is not material to the Group
as a whole and the litigation is
expected to continue for a period
of time before a judgment is made,
the Group is of the view that the
proceedings will not have any
immediate material adverse impact
on the financial position, cashflow
and business operation of the
Group. No provision for the
proceedings has been made at this
stage.
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17.POST BALANCE
(Cont’d)

() In November 2005, a writ of

summons was filed against the
Company by a third party (“the
plaintiff”) which alleged that a
cheque drawn in the name of the
Company in the sum of
HK$33,000,000 was returned by the
bank upon presentation. The
Plaintiff’s claim against the
Company is for a sum of
HK$33,000,000 and interest
thereon. In December 2005, the
Plaintiff totally discontinued the
legal action. The Company did not
or will not commit to pay any
amount to the Plaintiff.
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ectors would like to report that the

recorded a turnover of
HK$11,139,000 (30 June 2004:
HK$7,292,000) for the six months ended
30 June 2005, representing an increase of
53% compared with the corresponding
period. Loss attributable to equity holders
of the parent was HK$10,202,000 (30 June
2004: net profit of HK$74,182,000) for the
Period.

REVIEW OF OPERATIONS

The Group’s turnover during the Period
mainly comprised of 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, the PRC
and the provision of telecommunication

and other related services in the PRC.
Property investment

The occupancy rate of Gang Yu Square in
Chongging, the PRC remained satisfactory
during the Period. It was expected that the
business would continue to generate a
steady stream of income to the Group. In
addition, HK$10,700,000 was attributable
to property revaluation surplus following
the adoption of new accounting standards
since January 2005.
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REVIEW OF OPERATIONS (Cont’d)
Leasing of POS equipment

Since 2003, the Group had engaged in the
business of leasing corded and cordless
POS equipment in Guangzhou, the PRC.
The demand for POS equipment remained
steady during the Period. The Group will
explore business opportunities for other
value added services adhered to the leasing
of the POS equipment.

Provision of telecommunication and other
related services

Since 2004, the Group had engaged in the
business of providing integrated
telecommunication network services to
online game developers and other
broadband media providers via its operating
subsidiary. However, since the second half
of this year, the management of the
Company and that of its subsidiary had had
serious diversion in their strategic direction
and development of the subject business.
On this basis, the senior management of
the Company had experienced difficulty in
obtaining certain financial information from
the management of its operating subsidiary
for the purpose of publishing the unaudited
consolidated results of the Group for the
six months ended 30 June 2005 on or
before 30 September 2005.

Due to cut-throat competition in the dynamic
online business market in Guangzhou, the
PRC, it was difficult for integrated
telecommunication network service providers
to secure a steady profit margin unless new
and attractive online games and/or related
broadband media products kept emerging
from the market to drum up demand for such
services. In view of this, the management of
the Company will focus on consolidating
rather than expanding its business structure
in the coming months.
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sition of remaining interest of a
subsidiary

On 14 December 2004, Telesuccess
International Limited, a wholly-owned
subsidiary of the Company, entered into
an agreement with then existing
to Sky City Network
Communication Limited (“Sky City”)
acquire the remaining 19.1% equity interest
in Sky City at a cash consideration of
HK$60,000,000. The acquisition was
completed in February 2005 and details of
which had been set out in a circular to

shareholder

shareholders of the Company dated 21
January 2005.

Placement of new shares

On 18 May 2005, a placement agreement
was entered into between the Company and
a placing agent pursuant to which the
placing agent, on a fully underwritten basis,
agreed to procure subscribers to subscribe
for 783,000,000 new shares (the “New
Shares”) at a subscription price of HK$0.02
per share. The New Shares represented
approximately 19.98% of the Company’s
then existing issued share capital and
approximately 16.65% of its issued share
capital as then enlarged by the issue of the
New Shares. The New Shares were allotted
and issued pursuant to the general mandate
granted to the Directors at the Company’s
special general meeting held on 7 February
2005. Net proceeds of approximately
HK$15,210,000 were raised from the issue
of the New Shares and were utilized as
general working capital of the Group. The
New Shares were issued in June 2005.
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FINANCIAL REVIEW
Liquidity and financial resources

The Group generally financed its businesses
with internally generated cash flows,
banking facilities and net proceeds from
placing of new shares during the Period.
Cash and bank balances of the Group as at
30 June 2005 amounted to HK$81,485,000
(31 December 2004: HK$106,254,000) and
pledged deposits of HK$779,000 (31
December 2004: HK$776,000).

As at 30 June 2005, the Group had
outstanding borrowings of approximately
HK$95,260,000 comprising interest-bearing
bank loans and borrowings amounted to
HK$65,658,000 (31 December 2004:
HK$77,300,000) and convertible bonds
payable amounted to HK$29,602,000 (31
December 2004: HK$29,426,000
(restated)). Of the Group's interest -bearing
bank loans and borrowings, 62%, 8%, 26%
and 4% 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$35,736,000 bank loans as at 30 June
2005 was charged at fixed interest rates
(31 December 2004: HK$45,120,000). The
convertible bonds will mature in August
2006.

The Group’s gearing ratio as at 30 June
2005 was 0.25 (31 December 2004: 0.25
(restated)), calculated based on the Group’s
total liabilities, excluding deferred income,
of HK$183,556,000 (31 December 2004:
HK$193,286,000 (restated)) over total assets
of HK$738,116,000 (31 December 2004:
HK$758,442,000).
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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$65,658,000 (31 December 2004:
HK$77,300,000) as at 30 June 2005. The
bank loans were supported by certain of
the Group’s investment properties,
corporate guarantees executed by the
Company and certain third parties.

Contingent liabilities

As at 30 June 2005, guarantees given for
mortgage loans granted by banks to certain
purchasers of the Group’s properties
amounted to HK$7,791,000 (31 December
2004: HK$7,763,000).
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RECENT CORPORATE E
Termination of a proposed rights issue

In July 2005, it was announced that a fund
raising exercise by way of rights issue (the
“Rights Issue”) was proposed to the
shareholders for their consideration and
approval, with an intention of raising
approximately HK$58,800,000 before
expenses. Pursuant to the terms and
conditions of the proposed rights issue, it
was on a fully underwritten basis and to
be issued on the basis of one rights share
for every two to-be-consolidated (on a ten
existing shares for one consolidated share
basis) shares then held with two bonus
shares for every fully paid rights share at
an issue price of HK$0.25 per rights share.
The underwriting agreement of the rights
issue was terminated in September 2005
and accordingly the rights issue did not
proceed.
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tion of acquisition of a passenger
cruise

In June 2005, Zhong Hua Entertainment
Holdings Limited (“Zhong Hua
Entertainment”), a wholly owned subsidiary
of the Company, had entered into a
conditional sale and purchase agreement
(the “Acquisition Agreement”) with an
independent third party, pursuant to which
Zhong Hua Entertainment would acquire a
70% equity interest in the capital of Apollo
Luxury Cruises Co., Limited (“Apollo
Cruises”) at a consideration of
HK$150,000,000. The principal activities
of Apollo Cruises are development and
operation of cruise line and passenger
cruise liner services between Guangzhou
and Hong Kong. An aggregate of
HK$46,000,000 has been paid by the
Group as deposits to the vendors of Apollo
Cruises.

The Acquisition Agreement provides that
completion of the subject transaction is
conditional upon, inter alia, completion of
the Rights Issue (as defined above). Given
the Rights Issue did not proceed, the
Acquisition Agreement lapsed to become
effective in September 2005. Zhong Hua
Entertainment has demanded full repayment
of deposits from the vendors of the
Acquisition Agreement. An amount of
HK$40,000,000 of the deposits has been
refunded to the Group. The Group is
considering to take legal actions for
demanding repayment of the remaining
HK$6,000,000 from the vendors of Apollo
Cruises.
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RECENT CORPORATE EVENTS (C

Postponement of payment of the balance
of a consideration

In November 2002, it was announced that
the Group was contracted to dispose certain
assets to an independent third party at a
consideration of HK$350,000,000 payable
by installments. Pursuant to a second
supplemental agreement dated 26 January
2005, the timing for payment of the
balancing consideration of HK$90,000,000
in relation to the subject disposal was
extended without interest to not later than
26 July 2005. However, given the total
gross floor area of a proposed site of the
not yet
determined by the relevant governmental
authorities, the purchaser to the transaction
therefore requested that the payment of an
amount of HK$40,000,000 be further
deferred to not later than 30 January 2006
without interest. In this connection, the
Group has received a sum of
HK$310,000,000 out of HK$350,000,000
from the purchaser to the transaction.

underlying properties was
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(Cont’d)

iption of new shares and grant of

option

On 31 August and 23 September 2005, a
subscription agreement and a supplemental
agreement were respectively entered into
between the company, a subscriber and a
guarantor who are both independent third
parties, pursuant to which the subscriber
had conditionally agreed to subscribe for
200,000,000 new shares (the “Subscription
Shares”) at a subscription price of
HK$0.036 per share, and the Company had
conditionally agreed to grant an option (the
“Option”) to the subscriber at a price of
HK$2,280,000. Pursuant to the terms of the
deed of the Option, the subscriber will be
entitled to subscribe a maximum of
570,000,000 new shares at an exercise
price of HK$0.038 per share anytime from
the date of the completion of the
supplemental agreement and up to 31
December 2006.

The aggregate of 200,000,000 Subscription
Shares and the maximum number of
570,000,000 new shares to be issued,
representing approximately 16.37% of the
Company’s then existing issued share capital
and approximately 14.07% of its enlarged
issued share capital by then, was issued
pursuant to the general mandate granted to
the Directors by the shareholders at the
Company’s annual general meeting held on
3 June 2005. Assuming the Option Shares
are fully exercised by the subscriber within
the exercise period, the total funds to be
raised by the Company under the subscription
agreement will be HK$31,140,000, out of
which HK$9,480,000 has been received by
the Company. The New Shares were allotted
and issued to the subscriber in October 2005.
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RECENT CORPORATE EVENTS (Cont’d)

Litigation

(@) A writ of summons was issued in August

2005 by a former director of a
subsidiary of the Company (the “Former
Director”) against, inter alia, the
Company. According to the summons,
the Former Director claimed certain
damages in relation to the acquisition
of a subsidiary by the Group from a
private company controlled by the
Former Director in December 2000. In
the Indorsement of Claims, the Former
Director claimed that a receipt for a
consideration of HK$33,500,000 signed
by the private company controlled by
her be set aside and demanded for
payment of outstanding consideration
in the amount of HK$33,500,000.

The Company has filed an
acknowledgement of service to defend
the proceedings. Given that the
aggregate amount under all the claims
is not material to the Group as a whole
and the litigation is expected to
continue for a period of time before a
judgment is made, the Group is of the
view that the proceedings will not have
any immediate material adverse impact
on the financial position, cashflow and
business operation of the Group. No
provision for the proceedings has been
made at this stage.

In November 2005, a writ of summons
was filed against the Company by a
third party (the “Plaintiff”) which
alleged that a cheque drawn in the
name of the Company in the sum of
HK$33,000,000 was returned by the
bank upon presentation by the Plaintiff.
The Plaintiff’s claim against the
Company is for a sum of
HK$33,000,000 and interest thereon. In
December 2005, the Plaintiff totally
discontinued the legal action. The
Company did not or will not commit to
pay any amount to the Plaintiff.
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oup is principally engaged in
property investment, leasing of point-of-sale
equipment and
telecommunication and other related

provision of

services in the PRC. Given that the Group
had extensive experience in property
development and investment in the PRC
since 1992, the Directors consider that they
should capitalize their expertise and
connections in this area for the Group’s
future business development. Hence, it is
expected that the Group will consolidate
its business sectors and formulate a new
business direction in the coming months.
In this respect, the Directors are optimistic
that the continuing economic growth in the
PRC will serve to facilitate the business
growth of the Group.

EMPLOYEES AND REMUNERATION
POLICY

The Group employed about 50 full time
staff in Hong Kong, Chongqing and
Guangzhou as at 30 June 2005. Employees
were 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
the Group provided staff
welfare and bonuses to its employees in
accordance with the prevailing labour law.
In Hong Kong, other staff benefits included
medical schemes and Mandatory Provident
Fund Schemes.

Guangzhou,
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DIRECTORS’/CHIEF EXECUTIVE’S
INTERESTS IN THE SHARES OF THE
COMPANY AND ITS ASSOCIATED
CORPORATIONS

As at 30 June 2005, 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

R & 8L E R

RZTEZTRFEASNA=+H REZFHFEH
E1RGI ([FH RBAERD]) EXVEE7RS
DMRERBRBE LT A EFTHETESFR
SEETA (MRESTA] BREARA R
ERMARIABERAR ([ - XA
RARBEES RPEGOIEI2ERTFERA
BLEMz AR EERFETHRAERAK
AR HEMEREE (EEREBFLAE
BOIEXVER) 2Bty - RO EESFT 2
BakRe (BRREZEESF LAEE
RERBRIBERER 2w FOXR) I
T

REAFRBZRRE

Number of shares held,

capacity and nature

of interest
Through

controlled corporation

FEROBE - HHOR

Percentage of the

EatE issued share capital

Name of Director EEHE EBZTELIERE MHERTREABESWL

Ho Tsam Hung fa] L 2 270,000,000 5.74%
(Note 1) (B &£ 1)

Ho Kam Hung fa] 8% 7 270,000,000 5.74%

(Note 2) (K1z#2)
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NY AND ITS ASSOCIATED
RATIONS (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 Kam Hung through Morcambe

Corporation.

SHARES IN ASSOCIATED
CORPORATIONS OF THE COMPANY

At 30 June 2005, 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

SEBTBRAEBRBEAZALNT
REMBLEER G ER (&)

Hiat

(1) 270,000,0000% F fa] & % 3% ¥ Morgan Estate
Assets Limited B 2535 F ©

(2) 270,000,0000% f fa & % 3% & Morcambe
Corporation Bz #A ©

RATEEEZER D

R-_ZZERFANB=+H " THEERE
BZARABETHE AR ERZRIELR
ZHEEZMT

REBEIEROGZRA

() MBEEZEFERERAABERERR
HE B {7 #E 71

Number of shares
held and nature of

interest

Beneficial owner
FEROGHEE R Percentage of the
EEMEE issued share capital
Name of Director = BREAA HERTREBD L
Ho Tsam Hung fa] B 2 91 30.13%
Ho Kam Hung o] 5 2 91 30.13%
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SHARES IN ASSOCIATED
CORPORATIONS OF THE COMPANY
(Cont’d)

(b) Interests in the non-voting deferred
shares of China Land Realty Investment

(b) FERZHEEXMERERFRARE
BRERRTER D E S

Limited

Number of
shares held and
nature of interest
Beneficial owner

FEROGBER Percentage of the

EEME issued share capital

Name of Director Ens BEEAA HERTREABS L
Ho Tsam Hung o] L 91 30.13%
Ho Kam Hung {r] 45 2 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
distribution on winding-up.

in any

Save as disclosed above, as at 30 June
2005, 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.

PR A B R RO T B D R R R AR
B BURBHARZERBFAGREX
HEERASINAEG EIRE, 2 8/E
MEREEDIK °

B EXEEIN  BARBMRM - K=
ZERFRNA=+H BREBEEFRHAEKE
PIE3521FMERE 2 ELMATRCE: - &
EMARBEZTHETETRABRARA
S EEMEEEE (ExREFRMERD
FEXVER) Z Bty ~ BEROD REFTHEA X
BEREBEMERRARE  AREBEES
RHIEGOIEXVEE 7R 8D B RZREST
BHGADB R ZEEIRAE
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Apart from as disclosed under the heading
“Directors’/chief executive’s interests in the
shares of the Company and its associated
corporations” above, 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 options were outstanding under the
Old Scheme during the Period.

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. No share option was granted under
the New Scheme since the adoption date
on 11 June 2002.
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SUBSTANTIAL SHAREHOLDER

As at 30 June 2005, 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

R-ZTREAA=+

EFHETBTBRABMA - LT

RAeEERTRTRAERINERELR
RIEFES LA ERPIE6E2REFE L
BREMz BN REBEROT 2 ERRKR

in the shares and underlying share as #0°F :
recorded in the register required to be kept
under section 336 of the SFO:
Long position in shares of the Company REDXARGBZRE
Percentage
of the issued
Capacity and Number of  share capital
Name Nature of interest Shares held HEBRT
=L SOREEME FEROBEE REEIL
High Rank Enterprises Limited — Note 17 Directly beneficially 883,000,000 18.78%
— et owned
HEERHEAA
Morgan Estate Assets Limited — Note 2 Directly beneficially 270,000,000 5.74%
—ftit2 owned
BERERBEAA
On Tai Profits Limited - Note 3 Directly beneficially 270,000,000 5.74%
—[f5E3 owned
BEEEZEAA
Morcambe Corporation — Note 4 Directly beneficially 270,000,000 5.74%
— Kiit4 owned
HEERHEAA
Ms. Yeung Ching Yi - Note 5 Spouse 270,000,000 5.74%
IBEER LT — Mt [
Ms. Liang Gui Fen — Note 6 Spouse 270,000,000 5.74%
REZTL - Hite i 18
Ms. Ye Jia Li - Note 7 Spouse 270,000,000 5.74%
ERE Lt — Wity [k
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Each of Mr. Ho Tsam Hung and Mr.
Ho Kam Hung, being the executive
Directors, and a former Director, 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 a former Director.

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
a former Director, 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 and convertible
bonds as at 30 June 2005, 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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Hatt — (REEEERAEETENRATES
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LEERERA -
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HiaE3

Hfst4 — Morcambe Corporation B {] $ i ¢ £ 2

BEWAE -

Hiats — AGFFEL LT RMAEELEERE - 5
EHZE 2 T 118 A Morgan Estate Assets
Limited AT ¥ A 2 270,000,000 & {3 &

EAMEN -

HiiFe AREZ LA RAITESERSB W
REFZ WA EROn Tai Profits
Limited T % & 2 270,000,000% B 17 =

A ks o

HizF7 — BEREL T AMERCERS - KE
R &+ % KR B P Morcambe
CorporationffT#§5 2 270,000,0004% fix
DR HEEER -
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CODE ON CORPORATE
GOVERNANCE PRACTICE

In the opinion of the Directors, the
Company complied with the Code on
Corporate Governance Practice (the
“Code”) (with the exception of Code
Provision C.2 on internal controls which
did not become effective during the Period)
as set out in Appendix 14 of the Listing
Rules throughout the Period, except for the
following deviations:

Code Provision A.4.1

Code A.4.1 stipulates that non-executive
directors should be appointed for a specific
term, subject to re-election.

All non-executive directors of the Company
during the Period were not appointed for
specific terms, but are subject to retirement
by rotation in accordance with the
Company’s Bye-laws.

In order to comply with the Code’s practice,
all existing non-executive directors of the
Company who have not been appointed
with specific terms will have a specific term
with effective from January 2006.

Code Provision A.4.2

The second part of Code A.4.2 stipulates
that every director, including those
appointed for a specific term, should be
subject to retirement by rotation at least
once every three years.

However, the Chairman of the Board and/
or the Managing Director of the Company
had retired and voluntarily offered
themselves for re-election at general
meetings in the past years. The Directors
consider that this practice is in line with
the spirit of the Code’s practice.

BE=ZRR BETIREN  NAFR
BHESE EmARRME Tt mAREEE
AR RI(TF A1) (SRR C.21646 B
MR EEFERR SN b 5T AR SR B3 R AR 3 R
£

SF AR A4 115

TFAMEX A4 IERTRE - ERTESEHNE T
JEAETIH  TEESEHES -

REREA > AR 2BIFNTEFTHEE
EEH EARBEARRMAKESE -

RETTHUER  ARBMAEREETH
ZHREFRTEEFSEH _ZTTREF AR
EHEEMLS -

SF AR A 4.21%

SRIAA2GE KRR BREE (B
EEEERZESR) BHRERE  24068=

i -

AW EFSERER/REARAEEEL
ERBEFEHERRAS LBET AR
ER -BERRUEBEITATAERZE
e
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Code B.1.1 stipulates that issuers should
establish a remuneration committee with
specific terms of reference which deal
clearly with its authority and duties. A
majority of the members of the
remuneration committee should be
independent non-executive directors.

The Directors adopted the formation of the
remuneration committee in December
2005.

MODEL CODE FOR SECURITIES
TRANSACTIONS

The Company had adopted the Model Code
set out in Appendix 10 to the Listing Rules
as its code of conduct regarding securities
transactions by its directors. Having made
specific enquiry of the Directors, the
Company confirmed that the Directors had
complied with required standard set out in
the Model Code throughout the accounting
period covered by the interim report.

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.

REVIEW BY AUDIT COMMITTEE

The Interim Results had been reviewed and
approved by the Audit Committee of the
Company.

By order of the Board
Ho Kam Hung
Executive Director

Hong Kong, 19 December 2005
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