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MANAGEMENT DISCUSSION AND
ANALYSIS

Operating results

For the six months ended 30 June 2006, the
Group recorded an unaudited consolidated
turnover of approximately HK$464,605,000
(2005: HK$312,317,000), representing an
increase of HK$152,288,000 compared with the
corresponding period last year. Loss for the
period was approximately HK$14,274,000,
representing an improvement of HK$12,501,000
from a loss of HK$26,775,000 for the
corresponding period last year.

Business review
(1) Property development business

During the first six months of 2006, Beijing
Jing Guan Property Development Co. Ltd.
("Jing Guan”), a wholly-owned subsidiary of
the Group, continued to achieve satisfactory
operating results. In light of a series of
austerity measures on the property industry
introduced by the PRC government, Jing
Guan accelerated the completion of the
remaining projects and re-scheduled the new
property projects. At the same time,
aggressive efforts were also made to further
regulate its management, scale up the
development of its property project, the
Sunpalace Garden, promote the sales of
property units and to speed up the works
on its Guanggumen redevelopment project
in Beijing.
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MANAGEMENT DISCUSSION AND EEEBzAWMk DN (&)
ANALYSIS (continued)

Business review (continued) ¥EDRE (&)

(1) Property development business (continued) (1) FEith E & # 7 (&)

As at 30 June 2006, blocks no. 1, 2, 3, 5, 6
and 7 of the Sunpalace Garden were
completed and delivered for occupancy. All
units of block no. 9 (office) have been sold
out. The block is still under construction
whereas structural construction has been
completed up to the fifth floor.

The Guangqumen redevelopment project has
a total site area of 11.62 hectares, a
construction area of 8.66 hectares and a
gross floor area of 545,400 sqg. m.. A total
of 2,680 households have to be relocated
for the project, of which 98% has been
settled. It is expected that the relocation will
be completed by the end of August 2006.
Pre-construction preparations are in progress.
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MANAGEMENT DISCUSSION AND
ANALYSIS (continued)

XEOE (|

Business review (continued)

(2) IR E T

(2) Watches and timepieces business

Receipt from sales for EBOHR Luxuries
International Company Limited (“EBOHR
Luxuries”), a wholly-owned subsidiary of the
Group, for the first six months of 2006 was
in line with the corresponding period last
year. However, profit margin has improved
as a result of a general increase in retail
prices due to higher brand value of its
products. In particular, EBOHR Luxuries raised
the prices and margins of its best selling
items pursuant to its product diversification
policy. On the other hand, costs of products
were reduced due to successful negotiation
with suppliers as well as bulk purchase
discount. Hence, EBOHR Luxuries managed
to record an increase in profit while the sales
remained at the same level. Net profit of
EBOHR Luxuries for the period under review
increased approximately 17% over the
corresponding period last year.

(3) Timber business

For the first six months of 2006, market
conditions of the timber business remained
difficult. Impacted by the PRC government's
austerity measures, environmental
requirements of the Shenzhen government,
crude oil and raw material price hikes in the
international markets and intensive
competition, Seti Timber Industry (Shenzhen)
Company Limited (“Seti-Timber”), a wholly-
owned subsidiary of the Group, recorded an
operating loss during the period under
review.
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MANAGEMENT DISCUSSION AND EEEzNWR DN (HF)
ANALYSIS (continued)

Business review (continued) ¥/EERE (&)

(4) Enamelled copper wires business (4) FOBREF

Fuzhou Dartong M&E Co., Ltd. (“Fuzhou
Dartong”), a 49% owned joint venture of
the Company, has commenced production
of enamelled copper wires used in colour
television panels, colour picture tubes,
transducers and air conditioning compressors
in September 2005.

The operating environment of Fuzhou
Dartong deteriorated during the first half of
2006. The prices of its principal raw
materials, especially those of copper,
remained high. Fuzhou Dartong also faced
keen competition from its peers in the
industry.

To tackle the unfavourable business
environment and competition, Fuzhou
Dartong adopted the following measures:

(1) Strengthened marketing efforts and risk
management, and improved operating
efficiency.

(2) Tighten quality control, improved
technology and reduced costs.

(3) Better control the delivery time and
improved the turnover of stocks by
streamlining its logistic process.
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MANAGEMENT DISCUSSION AND EEEBNWROW (&)
ANALYSIS (continued)
Business review (continued) ¥/EERE (&)

(5) PEKE

(5) Property investment

The industrial complex in Dongguang,
Guangdong Province, the PRC; the property
on the 2nd Lower Ground Floor, Jin Hua
Building, Yan He South Road, Luohu District,
Shenzhen, Guangdong Province, the PRC;
and the office floor and three shop units on
Xiang Hua Road, Zhuhai, Guangdong
Province, the PRC owned by the Group have
all been used for leasing purposes, and
continued to generate stable rental income
to the Group for the period under review.

Financial position

(1) Liquidity, financial resources and capital

structure

As at 30 June 2006, the Group had non-
pledged cash and bank balances of
approximately HK$163,031,000. Based on
the bank loans and other borrowings of
HK$520,679,000 and shareholders’ equity of
HK$527,754,000, the Group's gearing ratio
(being loans divided by shareholders’ equity)
was 99.0%.

The Group’s bank loans were all denominated
in Renminbi. As at 30 June 2006, the Group’s
bank loans and other borrowings amounting
to HK$520,679,000.
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MANAGEMENT DISCUSSION AND EEEzNWR DN (HF)
ANALYSIS (continued)

Financial position (continued) MR (&)
(2) Charge on Assets 2) EEHM

(1) Bank loans of HK$388,350,000 were (1) $R17 B 388,350,000/ 7T /5
granted to Jing Guan, which was secured mMRERE  LNEBLRF
by the land use rights of the East Part of IRPBRAGZHRERER
E Area, Taiyanggong New District, Bz L AR
Chaoyang District, Beijing, the PRC.

(2) Bank loans of HK$26,214,000 and (2) % 7 K% 226,214,000/ 7T
other banking facilities of Seti Timber RITERXRREBRTEEN
were secured by land and buildings in RFPEERYmELRR =
Nanshan District, Shenzhen, the PRC, EERNFRNA=ZTHEEF
owned by the Group with a net book fEH#%110,833,000/8 7t 2 + i
value amounting to approximately REFIEEA-

HK$110,833,000 as at 30 June 2006.

(3) Capital commitments (3) & A&

As at 30 June 2006, the Group had RZZEZERFANA=+TH K&
capital commitments of approximately Bz & AREFEA71,472,396,000
HK$1,472,396,000 mainly related to the BT ETESERAEENIER
construction costs payable in respect of the Mz YEERIER TEMEERK
Group's property development projects in AN WCE IE U R 21 % R AR
Beijing, the proposed acquisition of 21% BaRkBEEREMEREN 2R
equity interests in Beijing Haidian, and the B-ZEARERBHEMERR
purchase of an investment property. The BrEeBEAREBHRA RS
capital commitments will be satisfied by T At

funds generated from the sales of properties
and the Group's available cash.
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MANAGEMENT DISCUSSION AND
ANALYSIS (continued)

Financial position (continued)
(4) Contingent liabilities

During the period, the Group provided
guarantees in favour of certain banks for
mortgage loans granted by the banks to the
buyers of the Group’s properties under
development to the extent of approximately
HK$318 million in aggregate. As at the
balance sheet date, mortgage loans in
aggregate of approximately HK$252 million
were utilised by the buyers of the Group’s
properties under development.

A bank has provided factoring facilities of
RMB60 million equivalent to approximately
HK$58 million for the period from 31 May
2006 to 31 May 2007 to the jointly
controlled entity. As at 30 June 2006, the
outstanding balance of the factoring facilities
was RMB29.9 million equivalent to
approximately HK$29 million. In the event,
the debtors fail to pay the bank, the jointly
controlled entity will have to repay
RMB29,850,000 to the bank.

Placing of new shares

On 28 June 2006, the Company has successfully
placed 247,200,000 new shares at HK$0.2 per
share and raised in aggregate HK$49,440,000.
The directors believe that considering the
condition of the market at that time, the
placement offered a great opportunity for the
Group to raise capital and strengthen its financial
position.
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MANAGEMENT DISCUSSION AND
ANALYSIS (continued)

Placing of new shares (continued)

The net proceeds of the placement have been
or would be used for the following purposes:

(i) approximately HK$14.4 million have been
invested as the Company’s outstanding
capital contribution in Jiangsu Dartong
Qingjian M&E Co. Ltd. as disclosed in the
Company’s announcement and circular dated
10 April 2006 and 2 May 2006 respectively;

(i) approximately HK$28.8 million will be used
to relocate the factory of Seti Timber in
Shenzhen, PRC; and

(iii)the remaining balance of approximately
HK$5.2 million will be retained as general
working capital.

Very Substantial Disposal -
Transaction

Proposed Asset

As stated in the announcement of the Company
dated 3 August 2006, Starlex Limited (“Starlex”),
a wholly-owned subsidiary of the Company, and
Citychamp Dartong Company Limited
("Citychamp Dartong”) entered into the Revised
Asset Transaction Agreement, which supersedes
the Asset Transaction Agreement entered into
by the parties on 19 July 2006 in its entirety.
Details of the Asset Transaction Agreement are
set out in the announcement of the Company
dated 19 July 2006.
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MANAGEMENT DISCUSSION AND
ANALYSIS (continued)
Very Substantial Disposal — Proposed Asset
Transaction (continued)

According to the Revised Asset Transaction
Agreement, Starlex has conditionally agreed to
dispose of, and Citychamp Dartong has
conditionally agreed to acquire, the entire issued
share capital of Jing Guan, a wholly-owned
subsidiary of Starlex at a consideration of
RMB360,000,000 (equivalent to approximately
HK$350,000,000); and Citychamp Dartong has
conditionally agreed to allot and issue
72,720,000 Consideration Shares and pay
RMB36,000 (equivalent to approximately
HK$34,951) to Starlex as the consideration. The
issue price of the Consideration Share was
RMB4.95 (equivalent to approximately HK$4.80)
per Consideration Share.

Prospects

According to the National Bureau of Statistics
of China, following a 10.3% growth in the first
quarter of 2006, the PRC recorded a strong
surge of 11.3% in the second quarter. Domestic
and foreign trade achieved double-digit growth.
Fixed assets investment grew by 30% while retail
sales and exports increased 13.3% and 24%
respectively. Substantial growth and inflation
pressure may result in further increases in
interest rates. On the other hand, more austerity
measures may be introduced to cool down
investments, tighten credit facilities and curb
speculative activities in the real estate industry.
It is expected that the general economy will
slacken in the second half of 2006. While the
economy grew by 9.9% in 2005, a 10% growth
is expected for the year 2006.
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MANAGEMENT DISCUSSION AND
ANALYSIS (continued)

Prospects (continued)

As the demand for Beijing properties is not only
limited from within the Beijing City, coupled
with the boost from favourable factors such as
the 2008 Olympic Games, the market demand
continued to grow. As such, it is believed that
the Beijing property market will maintain steady
growth in the rest of the year 2006.

In the second half of 2006, Jing Guan will focus
on the following two operations: (i) completing
the construction and delivery of block 9 of
Sunpalace Garden and leasing and selling most
of the shops and carpark spaces; and (ii)
accelerating the development of the
Guanggumen redevelopment project to ensure
the prompt completion of the planning,
demolition and relocation work and to well pace
the progress of the project to gain sales revenue
from such project.

For the watches and timepieces business, EBOHR
Luxuries will implement various measures in the
second half of 2006 to boost sales, which mainly
include the following:

(1) Organising a series of promotion activities;

(2) Launching new products for retailing and
wholesaling to improve the market
competitiveness of EBOHR watches;

(3) Strengthening its frontline sales teams for
better retail sales management and brand
image; and

(4) Increasing the scale of television marketing,
internet shopping and mail orders.
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MANAGEMENT DISCUSSION AND
ANALYSIS (continued)

Prospects (continued)

In addition, EBOHR Luxuries will devote to carry
out various measures to develop the market and
expand the sales network and the agent and
distribution business for its “FILA” watches. In
addition, EBOHR Luxuries has introduced the
PLM synergetic design platform and technology
management system, which is expected to be
implemented by the end of 2006. The system
will greatly strengthen the design and research
and development capabilities of EBOHR watches
so as to lead the industry.

On 6 April 2006, the Company entered into a
joint venture agreement with Citychamp Dartong
and IT&HBIBERKRMHAER AR (Jiangsu
Qingjiang Electrical Holdings Company Limited)
in respect of establishing a joint venture
company - JL# AN BEEFR AT (Jiangsu
Dartong M&E Qingjian Co., Ltd.) (“Jiangsu
Dartong”). Jiangsu Dartong is still actively
engaged in the production and sales of electrical
wires and cables, general machineries,
mechanical and electrical appliances, and
mechanical equipments, including the sales and
marketing of special enamelled copper wires
products in the PRC. The Group believes that
the establishment of Jiangsu Dartong forms a
solid foundation for the implementation of its
long term diversification strategy and the
enhancement of its competitiveness.
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MANAGEMENT DISCUSSION AND
ANALYSIS (continued)

Prospects (continued)

For Fuzhou Dartong, it intends to adopt the
following measures in the second half of 2006
to support the future development of its
production of enameled copper wires business.

1. Improving human resources management to
raise the morale of staff;

2. Incentives for staff to increase sales amount;
and

3. Streamlining of the organisational structure
to facilitate efficient performance appraisal.

In the second half of 2006, the Group will focus
in the existing property development business
through its shareholding in the Citychamp Group
and its directly-held interest of the watches and
timepieces production business. For the timber
business, the priority is to adjust the production
mix and product price, select the production
base and deploy human resources. In addition,
the Group will capitalise business opportunities
arising from enormous demand for enamelled
copper wires in the PRC and continue to identify
other potential opportunities, so as to diversify
the Group’s businesses, expand the Group’s
revenue source, and generate satisfactory returns
for the shareholders.
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MANAGEMENT DISCUSSION AND
ANALYSIS (continued)

Prospects (continued)

In addition, the management believes that the
completion of the above-mentioned Asset
Transaction between Starlex and Citychamp
Dartong is important for and beneficial to the
future business development of the Group,
especially in the property development and
investment business. The main reason is that
with the fast economic growth in the PRC and
the PRC's accession to the World Trade
Organisation, the outlook of the property market
in the PRC is considered to be promising. As
mentioned in the Company’s annual report for
the year ended 31 December 2005, the main
direction for the development of the Group in
the next two to three years is to seek for
mainland property development opportunities.
The Citychamp Group has a proven track record
and management expertise in property
development in the PRC. Upon the said
completion, the Group will have an indirect
investment in high quality property projects in
the PRC through its shareholding interest in the
Citychamp Group without the financial
requirement to provide funding for their
development.

Given the promising prospect of the property
development business in the PRC, the
management considers that the investment in
the Citychamp Group will enable the Group to
capture and participate in the growth of this
business without substantial funding
requirements. Therefore, the Asset Transaction
represents an attractive investment opportunity
for the Group.
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EMPLOYEES AND REMUNERATION
POLICY

As at 30 June 2006, the Group had
approximately 1,510 full-time staff in Hong Kong
and the PRC. The remuneration packages offered
to the employees are determined and reviewed
on an arm’s length basis with reference to the
market condition and individual performance.
The Group also provides other benefits to its
employees, including year end double pay,
medical insurance and retirement benefits, and
incentive bonus are offered with reference to
the Group’s operating results and employees’
individual performance. All employees of the
Group in Hong Kong have joined the provident
fund schemes.

FOREIGN EXCHANGE RISK

Majority of the Group’s sales, purchases are
denominated in RMB. Since the Group’s bank
borrowings are also denominated in RMB and
the Group has retained surplus funds in the
currency, such foreign exchange exposure is
immaterial and could be effectively monitored.

INTERIM DIVIDEND

The Board has resolved not to distribute an
interim dividend for the six months ended 30
June 2006 (2005: nil).
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DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES

As at 30 June 2006, the interests or short
positions of the directors and chief executive in
the share capital and underlying shares of the
Company or its associated corporations (within
the meaning of Part XV of the Securities and
Futures Ordinance (the “SFO")), as recorded in
the register required to be kept by the Company
pursuant to Section 352 of the SFO, or as
otherwise notified to the Company and The
Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) pursuant to the Model Code
for Securities Transactions by Directors of Listed
Issuers (the “Model Code”), were as follows:

Long positions in ordinary shares of the
Company:

Capacity
and nature
Name of director of interest
5HR
EEps BEtE
Hon Kwok Lung HERE
corporation
FEBRZEG A
Lam Suk Ying Ve
corporation
FRT RS R A
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Through a controlled

Through a controlled

v

EERFTETRAEBRKRGO KM
BROzEDRKE

R-BEZERFRA=ZTH EERQF
REEZRBEHN ((BEHRHE
BBl 352 MEFEZECMA
R EERITBITRAEBRARA
FEBEER (ERRFHRMERK
BIZEXVER) Z B A R ARRIR D P A
HERBEBLENETAEFTETES
RSMFESTH ([RETR]) Ng
ARARBEBERSMBERAT
([BEXPT]) 2 HERBARIT -

AAREBRZHFR:

Percentage of

Number  the Company’s
of ordinary issued share
shares held capital

N
FREBER BRITRE
# R Aok
625,393,515 34.90
(note)
(Htt)
625,393,515 34.90
(note)
(fiet)
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DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES
(continued)

Note:

Mr. Hon Kwok Lung holds 50% and his wife, Ms.
Lam Suk Ying holds 20% interests in Sincere View
International Limited ("Sincere View") which is the
controlling shareholder of the Company holding
625,393,515 shares of the Company.

Mr. Hon Kwok Lung and Ms. Lam Suk Ying are
deemed to have an interest in the same parcel of
shares of 625,393,515 held by Sincere View.

Save as disclosed above, as at 30 June 2006, no
person had registered an interest or short
position in the shares and underlying shares of
the Company or any of its associated
corporations that was required to be recorded
pursuant to Section 352 of the SFO or as
otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code.
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SUBSTANTIAL SHAREHOLDERS' INTERESTS
IN SHARES AND UNDERLYING SHARES

As at 30 June 2006, the following persons hold
interests of 5% or more of the issued share
capital of the Company, as recorded in the
register of interests required to be kept by the
Company pursuant to Section 336 of the SFO:

Long position:

Capacity

and nature
Name of shareholder of interest
6K

BR&H BHEME

g

Ll

Sincere View f Directly
beneficially owned

EREGEE

Save as disclosed above, as at 30 June 2006, no
other person, other than those set out in the
section headed “Directors’ And Chief Executive’s
Interests And Short Positions in Shares And
Underlying Shares” above, had registered an
interest or short position in the shares and
underlying shares of the Company that was
required to be recorded pursuant to Section 336
of the SFO.
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BEAH

FREEER SRITRE
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625,393,515 34.90
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CODE ON CORPORATE GOVERNANCE
PRACTICES

In the opinion of the directors, the Company
has complied with all the code provisions in the
Code on Corporate Governance Practices as set
out in Appendix 14 of the Rules Governing the
Listing of Securities on the Stock Exchange (the
“Listing Rules”) throughout the six months
ended 30 June 2006, except with the details
disclosed below:

Code E.1.2

Code E.1.2 stipulates that the chairman of the
board of directors should attend the annual
general meeting of the Company. The Chairman
of the Board was unable to attend the annual
general meeting of the Company held on 25
May 2006 because of a business trip outside
Hong Kong.

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as
the Company’s code of conduct for dealings in
securities of the Company by the directors.
Based on specific enquiry of the Company’s
directors, the directors have complied with the
required standards set out in the Model Code
throughout the six months ended 30 June 2006.
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REMUNERATION COMMITTEE

The Company has established a remuneration
committee (the “Remuneration Committee”) on
23 August 2005 in compliance with the Listing
Rules, terms of reference of which have been
adopted by the Board of the Company are
consistent with the requirements of the Code
on Corporate Governance Practices. The
Remuneration Committee currently comprises
three independent non-executive directors, Mr.
Fung Tze Wa (the Chairman of the Committee),
Dr. Kwong Chun Wai, Michael and Mr. Li Qiang,
the Chairman of the Board, Mr. Hon Kwok Lung
and the Chief Executive Officer, Mr. Shang
Jianguang.

AUDIT COMMITTEE

The audit committee comprises the three existing
independent non-executive directors of the
Company. The audit committee of the Company
has reviewed the accounting principles and
practices adopted by the Group and discussed
the internal control and financial reporting
matters including the review of the unaudited
interim financial statements for the six months
ended 30 June 2006.

PURCHASE, SALE OR REDEMPTION OF
SHARES

Neither the Company, nor any of its subsidiaries
purchased, sold or redeemed any of the
Company’s listed shares during the period under
review.
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On behalf of the Board, | would like to take this ZAAZERREZEZES XLBBHEEE
opportunity to express my gratitude to the ME2BETHMBHRBHERER K&
management and all colleagues for their EBHEES NBILEBEBERER
dedications and contributions. The Group will HEEAZERBENIEL BRER
continue to endeavour to strengthen its existing & & MHEIB B IR

business while actively explore new businesses

with potentials so as to generate satisfactory

returns for our shareholders and investors.

APPRECIATION BE

By order of the Board REEGW

Hon Kwok Lung FE

Chairman BEE

Hong Kong, 25 August 2006 BE —ETAFNAZTHRH
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CONDENSED CONSOLIDATED PROFIT
AND LOSS ACCOUNT
For the six months ended 30 June 2006

REVENUE WA

Cost of sales HERA

Gross profit M

Other income EMBA

Selling and distribution costs HER DMK
Administrative expenses THER -
Other operating income/(expenses), net EHIEEWA /(B ) FH
Finance costs HEER

PROFIT/(LOSS) BEFORE INCOME TAX REiEHAIEH/ (F#&)

Income tax M

LOSS FOR THE PERIOD THEER

Attributable to: T ATEL:
Equity holders of the Company ARAERFEEA
Minority interests PEREER

LOSS PER SHARE ATTRIBUTABLE TO ZARLEEREAA

ORDINARY EQUITY HOLDERS EtsRER
OF THE COMPANY

Basic R

Diluted BE

Certain comparative amounts have been
reclassified to confirm with the current period’s

presentation.
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FEANA=1FHIEANEA

For the six months ended 30 June

BEAA=THLEAEA

2006 2005

ZEENE “E2REHFE

(Unaudited) (Unaudited)

(REER) (RE&EZ)

Notes HK$'000 HK$'000
fist BETT EETT
3 464,605 312,317
(403,320) (271,668)

61,285 40,649

3 4,242 4,831
(25,858) (27,920)
(41,023) (30,062)
7,895 (1 688)
4 (2,450) (1.216)
5 4,091 (15,406)
6 (18,365) (11,369)
(14,274) (26,775)
(14,147) (26,775)

(127) -
(14,274) (26,775)

8 HK(0.91) centiE{l

HK(1.73) cents

N/ATER NATE B
ETHRSBOETHE UFAE
HZz25F K-
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CONDENSED CONSOLIDATED

BALANCE SHEET
30 June 2006

30 June 31 December
2006 2005
—EEBRX —E2RF
~A=tH +-ZA=+-8
(Unaudited) (Audited)
(REEEZ) (B5%)
Notes HK$000 HK$000
fist BETFT BEFT
NON-CURRENT ASSETS FRBEE
Property, plant and equipment X HEREE 9 205,184 213,587
Investment properties BREME 10 70,054 66,689
Prepaid land lease payments BT AERE 9 46,748 48,029
Properties under development EEEYES 1 661,849 291,046
Prepayments and deposits BERERES 84,643 48,128
Deferred tax assets ERREEE 1,031 1,021
Total non-current assets FRDEELE 1,069,509 668,500
CURRENT ASSETS RBEE
Properties for sale BEME 1 103,732 70,330
Properties under development ERBPME 1 19,742 194,133
Inventories 2t 12 116,232 105,922
Trade and bills receivables EUEHRRZE 13 22,377 25,288
Prepaid land lease payments BT AERE 9 3,654 3,619
Prepayments, deposits and BERE &
other receivables pEL N AE 57,138 37,212
Securities measured at fair value ELTEF Na
through profit or loss SEELES 35,555 44,210
Due from minority equity holders M 4 SRR %
BEANE 832 7,480
Due from related companies WA ERE AR A 43,825 -
Pledged deposits BEAER 14 11,289 18,653
Cash and cash equivalents ReRBEEEED 14 163,031 370,909
Total current assets MYEELE 577,407 877,756
CURRENT LIABILITIES RBERE
Trade payables EER 15 117,766 108,760
Deposits received from customers  EREFKE 156,655 255,163
Other payables and accruals EMENRRESER 118,892 98,135
Tax payable [ERFIE 24,262 12,007
Interest-bearing bank and FEROREAMEE
other borrowings 16 520,679 96,154
Due to related companies [ERERERRFRE - 134
Total current liabilities nPRBEER 938,254 570,353
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CONDENSED CONSOLIDATED EHHEEEEEBER (&)
BALANCE SHEET (continued)
30 June 2006 —EEXNFNA=F+H
30 June 31 December
2006 2005
ZEEXE “ETRE
AAZtH +ZA=+—H
(Unaudited) (Audited)
(REER) (BER)
Notes HK$'000 HK$'000
fifzt BEFI BEFIL
NET CURRENT (LIABILITIES)/ 78 (8E) /BEFHE
ASSETS (360,847) 307,403
TOTAL ASSETS LESS CURRENT HEERTBEE
LIABILITIES 708,662 975,903
NON-CURRENT LIABILITIES kRBDEE
Interest-bearing bank and FERITREMEE
other borrowings 16 - 317,308
Deferred tax liabilities EEREER 1,274 794
Deferred income EMA 179,634 177,906
Total non-current liabilities FrRHEBLER 180,908 496,008
Net assets BEFE 527,754 479,895
EQUITY B &
Equity attributable to equity RRAAERBBA
holders of the Company bR
Issued capital BREARE 17 179,203 154,483
Reserves fEfE 18 315,761 304,535
494,964 459,018
Minority interests PEREER 32,790 20,877
Total equity a5 527,754 479,895
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CONDENSED CONSOLIDATED HHGAEEREH X
STATEMENT OF CHANGES IN EQUITY
For the six months ended 30 June 2006 BE-_ZTZNFNA=ZF+HIE A

For the six months ended 30 June
HEAA=THLAEA

2006 2005
ZBERE ZZERE
(Unaudited) (Unaudited)
(RBER) (REER)
Notes HK$'000 HK$'000
fita BETT BB
Total equity at beginning of HOzERAR:
period:
As previously reported as equity RHERAER 459,018 498,893
As previously reported separately ~ FAIERIZHADH
as minority interests RRE = 20,877 2,121
479,895 501,014
Opening adjustment R - (2,925)
As restated L] 479,895 498,089
Changes in equity during AEEZED:
the period:
Exchange realignments ERAZ 1,668 (22)
Issue of new shares BITHR 17 48,446 -
Increase in paid up capital of a —FHBRAZELRA
subsidiary ZIEN 12,019 -
Changes in fair values of HEREATE
available-for-sale investments AL - 10,016
Loss for the period TERESR (14,274) (26,775)
Total equity at end of period BRZEREE 527,754 481,308
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FLOW STATEMENT

v

CONDENSED CONSOLIDATED CASH BHEAEHEESRER

For the six months ended 30 June 2006 HE—TENFENA=+HINEA

For the six months ended 30 June

BEAA=tHLEANEA

2006 2005
—EERE -
(Unagdited) (Unaudited)
(RBERK) (REERZ)
HK$°000 HK$'000
BETT EETT
NET CASH (OUTFLOW)/INFLOW 2 ¥XEEE (FH) /R
FROM OPERATING ACTIVITIES B (350,061) 131,484
NET CASH OUTFLOW FROM REEBZEERLFHE
INVESTING ACTIVITIES (26,897) (15,730)
NET CASH INFLOW FROM REZBZEERARE
FINANCING ACTIVITIES 163,669 9,613
NET (DECREASE)/INCREASE RERBEEENZ (RY)/
IN CASH AND CASH BNFE
EQUIVALENTS (213,289) 125,367
Cash and cash equivalents KBz ReRREEED
at beginning of period 370,909 183,057
Effect of foreign exchange rate EXEHYERE
changes, net 5,411 -
CASH AND CASH EQUIVALENTS REX<BE&RELSEY
AT END OF PERIOD 163,031 308,424
ANALYSIS OF BALANCES OF ReRBeSENEHRZIN
CASH AND CASH EQUIVALENTS
Cash and bank balances RERBIER 116,968 83,109
Non-pledged time deposits REKRIHMAR=EAR
with original maturity of LEEREHER
less than three months
when acquired 46,063 225,315
163,031 308,424

Certain comparative amounts have been reclassified to conform  ETRHBEEEENHE URAKXHZ25H

with the current period's presentation. o
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NOTES TO THE UNAUDITED CONDENSED
CONSOLIDATED INTERIM FINANCIAL
STATEMENTS

30 June 2006

1.

28

BASIS OF PREPARATION AND ACCOUNTING
POLICIES

The unaudited condensed consolidated interim
financial statements have been prepared in
accordance with Hong Kong Accounting Standard
("HKAS") 34 "Interim Financial Reporting” and
appendix 16 of Rules Governing the Listing of
Securities of the Stock Exchange of Hong Kong
Limited. 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 2005.

Going Concern

The financial statements have been prepared on a
going concern basis though the Group had net
current liabilities of HK$360,847,000 (2005: net
current assets of HK$307,403,000) as at 30 June
2006. The Group has taken and will continue the
following measures to ensure the Group will have
adequate cash flows for the operations of the
Group:

(i) to impose tight cost controls;

(ii) to raise funds as and when necessary; and
(iii) to obtain necessary funding from bankers.
The directors are of the opinion that, in view of
the measures taken to date, the Group will have

sufficient cash resources to satisfy its future
working capital and other financing requirements.

\ W)
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BASIS OF PREPARATION AND ACCOUNTING
POLICIES (continued)

Going Concern (continued)

In addition, the directors do not foresee any
circumstances that the banks will not continue
their bank loan facilities for the Group.
Accordingly, the directors are satisfied that the
Group will be able to meet in full its financial
obligations as they fall due for the next twelve
months from 30 June 2006 without a significant
curtailment of operations and are satisfied that it
is appropriate to prepare the financial statements
on a going concern basis. The financial statements
do not include any adjustments relating to the
carrying amounts and reclassifications of assets
and liabilities that might be necessary should the
Group be unable to continue as a going concern.

SEGMENT INFORMATION

The Group's segment information is presented by
way of two segment formats: (i) on a primary
segment reporting basis, by business segment; and
(ii) on a secondary segment reporting basis, by
geographical segment.

The Group's operating businesses are structured
and managed separately, according to the nature
of their operations and the products and services
they provide. Each of the Group’s business
segments represents a strategic business unit that
offers products and services which are subject to
risks and returns that are different from those of
the other business segments. Summary details of
the business segments are as follows:

(a) property development;

(b) manufacture and distribution of watches and
timepieces;

(c) manufacture and distribution of timber
products;

(d) manufacture and distribution of enamelled
copper wires;
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2. SEGMENT INFORMATION (continued)

(e) property investment; and

(f) corporate and others, comprising corporate
income and expense items and other
businesses.

In determining the Group’s geographical segments,

revenues are attributed to the segments based on

the location of the customers.

(a) Business segments

The following table presents revenue and
profit/(loss) for the Group’s business segments.

l v

2. 2EER (&)
(e) MEWE R
f) RAIREM BEQRKXIER
SERIES

REEAEEZE D ER BAT
REFREMFABESE-
() ¥% 78

TREJIASEREH DB 2K
wmRaf (EE) -

Property Watches and Timber Enamelled Property Corporate
development timepieces products copper wires investment and others Consolidated
NEER HRRBHER AHER 3 S NERE 2HRER &4
For the six months For the six months For the six months For the six months For the six months For the six months For the six months
ended 30 June ended 30 June ended 30 June ended 30 June ended 30 June ended 30 June ended 30 June

BEARZTREAEA BEAAZTALAEA BEAAZTRLABA BEAAZTRLAEA BEAAZTALAEA BEAAZtRLABA BERAZTRLAEA

2006 2005 2006 2005 2006 2005 2006

2005 2006 2005 2006 2005 2006 2005

CREAE CTTRE CREAE CTTRE CRRAE CTTRF CRRAR CITRF CERAF CTTIF CREAE CTTEE CREAE CTRRE
(Unaudited)  (Unaudited) ( d) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RERK) (KEER) (REER) (REZR) (REER) (REER) (RERQ) (REER) (REFR) (REFR) (REEH) (FE%R) (REER) (REER)
HKS'000  HKS'000  HKS'000  HKS'000  HKS$'000  HKS'000  HK$'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HK$'000  HKS'000
E¥Tn BT EBTR BETn EETn BETn EETn BETn EETn BETn ERTn BETn BRFn BETo
Segment revenue: 2 EMA:
Sales to extemal {5 REF
customers e 260,559 158,487 56,537 56,006 65,080 95,438 75,982 - 4447 1,939 - 447 464,605 312317
Otherincome ~ Ef4A 8 1,519 1,268 197 738 2114 m - 6 - 1,239 1,001 428 4831
Total it 263,337 160,006 57,805 56,203 65,818 97,552 76,195 - 4453 1,939 1,239 1448 468,847 317148
Segment results  HAEZE 27,889 15,197 7821 5,005 (26843) (19,682 ) 1913 - 3,462 97 (7,701) (14,807 6,541 (14,190 )
finance costs ~~ SIBER (2450)  (1.216)
Profitoss) before B 5% &l
income tax #7l/
(§#) 4091 (15406)
Income tax el (18365) (11369
Loss for the period 7 S8 (14214) (26,775 )
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2. SEGMENT INFORMATION (continued) 2. 7EEH (E)
(b) Geographical segments (b) M%7 48
The following table presents revenue regarding TREJNAEBIRME S E 2K
the Group's geographical segments. Ao
Hong Kong Mainland China Consolidated
5 hE AR &R
For the six months For the six months For the six months
ended 30 June ended 30 June ended 30 June
BEXA=tHLAMR BEAA=tHLAR BEAA=tHL~HEA
2006 2005 2006 2005 2006 2005

CRRAE _TTRE -ZBRAF _TTHF -BBAE _TTIF
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RBER) (REER) (RBER) (REER) (REBBK) (REFER)
HK$'000  HK$'000  HKS$'000  HK$'000  HK$'000 HK$'000
BETT E¥TT BT  E¥Tr  BETm  BETI

Segment revenue: PElE:
Sales to external ANAREPHE
customers 20,302 23,658 444,303 288,659 464,605 312,317
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3. REVENUE AND OTHER INCOME 3. WAREMKA
Revenue, which is also the Group’s turnover, WA IREIARE B 5 EERR
mainly represents the net invoiced value of goods REREGTNEEHERERF
sold, after allowances for returns and trade B LRERRPWEMBBAZEE
discounts, an appropriate proportion of revenue B ARER RERBAS KA -

from sales of properties under development and
rental income received and receivable.

An analysis of revenue and other income is as WA REMBADHTAT:
follows:

For the six months
ended 30 June
BEXA=+HLAHEA

2006 2005
—EEXRE —ZETRF
(Unaudited) (Unaudited)
(RBER) (REHER)
HK$'000 HK$'000
BETFT BT T
Revenue B A
Sale of goods EmiHs 197,599 150,670
Sale of properties under BRPMERE
development 262,559 158,487
Gross rental income HeWABEE 4,447 3,160
464,605 312,317
Other income Hi g A
Interest income B U A 1,572 2,052
PRC value-added tax refund B EBRE - 864
Dividend income from EREZRE
listed investments WA 20 170
Others Hi 2,650 1,745
4,242 4,831
468,847 317,148
Certain comparative amounts have been ETUHRSBEET > UFE
reclassified to conform with the current period’s Hz257FRe

presentation.
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For the six months
ended 30 June
BEANA=tHLEXMEA

4. FINANCE COSTS 4. BIBER

2006 2005
—EBEEXRE —ETRHF
(Unaudited) (Unaudited)
(REER) (REEEZ)
HK$'000 HK$'000
BEFT BT
Interests on bank and other ARAFANBEH
loans wholly repayable BERITREAM
within five years BRZFE 2,450 1,216
5. PROFIT/(LOSS) BEFORE INCOME TAX 5 BRETEBANER S (BE)
The Group’s profit/(loss) before tax was arrived at NEBBRBRAVER, (BB B
after charging/(crediting) the following: kR (Gt A) T3 EE:
For the six months
ended 30 June
BEXA=+HLXMEA
2006 2005
—EETXRE —ETRHF
(Unaudited) (Unaudited)
(REER) (REgE%)
HK$'000 HK$'000
BEFT BT
Depreciation e 11,774 10,065
Amortisation of prepaid land T L & 8
lease payments BiE 1,810 1,380
Gain on disposal of HEBEEEE
fixed assets N (11) (1,563)
Provision for inventories FERH 258 7,534
Changes in fair value of BEWMERTE
investment properties #3) 3,069 -
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INCOME TAX 6.

Provision for Hong Kong profits tax has been made
on the estimated assessable profits generated by
the Group in Hong Kong during the period at the
rate of 17.5% (2005: Nil). The subsidiaries
established in the PRC are subject to income taxes
at tax rates ranging from 15% to 33%.

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.

Current — Hong Kong profit tax BUHER — & A& RSB
Current — PRC corporate income tax B1H} — R B 2 F
Underprovision of income tax LA B BA L P45 B0
in the prior periods BETRE
Deferred tax charge IEERTE R X
DIVIDEND 7

The directors do not recommend the payment of
an interim dividend for the six months ended 30
June 2006 (2005: Nil).

l v

FREH

AEHERBANEEBEL Z(GRTE
R FIRHE17.5% (BT HF:
) EHEE-ETERI ZHBAT
BIR15%E33% 2T EBMAEN

H 32 2 fE AR5k M| B0 IR Th IR AR 58
BREXB AR ZRITRE BE
B2 WITED B REAFE

For the six months
ended 30 June
BEX<A=+HLAKHEA

2006 2005
—EEXRE —ZETREF
(Unaudited) (Unaudited)
(RBER) (REHER)
HK$'000 HK$'000
B8 F T JEB T T
182 -
S 15,840 11,369
1,875 -
468 -
18,365 11,369

. RBE

EEZVTEFREZE_TZTFA
=+HIEARNEARMNSEMFERE
—TETHF E)
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8. BAFEERSRAARELEER
BR

8. LOSS PER SHARE ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF THE PARENT

The calculation of basic loss per share is based on
the unaudited net loss attributable to the equity
holders of the Company for the period of
HK$14,147,000 (2005: HK$26,775,000), and the
weighted average number of ordinary shares of
1,548,928,000 (2005: 1,544,831,000) in issue
during the period.

Diluted loss per share amounts have not been
disclosed as no diluting events existed during the
period.

PROPERTY, PLANT AND EQUIPMENT AND
PREPAID LAND LEASE PAYMENTS

At the balance sheet date, the Group’s buildings
and prepaid land lease payments with carrying
values of HK$110,833,000 in aggregate situated
in Mainland China were pledged to secure certain
banking facilities granted to the Group (note 16).

At the balance sheet date, the Group has not yet
obtained the title certificates for certain of its
leasehold land and buildings situated in Shenzhen,
Guangdong Province, Mainland China with a net
book value of approximately HK$23,591,000. As
confirmed by the Group's legal advisors and the
Company'’s directors, the Group has obtained the
right to use the land and buildings legally and
can obtain the relevant title certificates through
making applications to the relevant government
authorities.
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BREAREIE D IRBABBARD AR
ERABAERLBACERBIEFE
14,147,000 ¢t (Z T T 1 F:
26,775,000 ) R ANHIBE BT 2
DniE g A% 1,548,928,0004% (=
T T A4 :1,544,831,0000%) 51 & -

MmN B AL E RS IR
RESRETER-

CME - BERBRBEUAREAMS LG

HEXE

REZER NEBURPEAERR
4 4110,833,0008 L2 HEEF

LB LHERBE R ANEBE

BRETHRITBREEERR (HWiE16) -

REER ANEBEHRIEBEURF
BEAEERER) G THE L RE
FRHEEDZ ZSITHWREFZR
S FEH A23,591,0008 Lo ANEE
ZHEREBRARAEEDER
EEENBAEFERAZSE L RIETF
ZREF| A A] B A A BE BT S IR
HEHBARGIEREE A EE-
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INVESTMENT PROPERTIES

The Group's investment properties as at 30 June
2006 were revalued using the basis date as at 30
June 2006 and 31 May 2006 respectively by
Chung, Chan & Associates (“CCA") and Greater
China Appraisal Limited, independent
professionally qualified valuers, at HK$70,054,000
in aggregate on an open market, existing use
basis. A revaluation surplus of HK$3,069,000
resulting from the above revaluation has been
credited to the income statement (note 5).

At 30 June 2006, the Group had certain
investment properties located in Dongguan,
Guangdong Province of the PRC and in Beijing,
the PRC with aggregate carrying value of
HK$54,382,000 (31 December 2005: 51,113,000).
The Group has not yet obtained the relevant title
certificate for these properties. As confirmed by
the Group’s legal advisors, the Group is the rightful
and equitable owner of these properties.

At 30 June 2006, certain of the Group’s investment
properties with a value of HK$30,582,000 (31
December 2005: HK$27,613,000) were pledged
to secure banking facilities granted to the Group
(Note 16).

PROPERTIES UNDER DEVELOPMENT AND
PROPERTIES FOR SALE

Cost* AR *

Transferred to properties for sales  BE# %
Portion classified as current assets
Non-current assets FEMENEE
* Included interest capitalised amounted to

HK$2,254,000 (31 December 2005:
HK$6,873,000).

FEME
SIERBEEZED

10.REME

AEBR-_ZERNFNAZ+HZE
é%%&éﬁﬁ%%éﬁ%%@&ﬂ%%
TREZEFEERARDANN=ZZEE
ﬁiﬁﬂ5+5&:7?ﬂiﬁﬁi
+—azg§§%ﬂa@: RIERITHA
BREAAMESEMENHEEENR
70,054,000/ jT o kit & 14 1 &
3,0?9,000;‘%7% BEr Az E (H
F5) °

NENAZT B AEBAI
é%%m tRBEET
M4 E4 54,382,000
,%rz(: THE+-_A=+—8:
51,113,000%73) REB W KRB 7Z
EMEZFEERE - REBEEZERM
BRAEEAREMEZEEES
RN

}5/\*7 7/\5'5/\)% +E| ZK%@F
f£30,582,0008 T (ZEEHF+ =
B=+—H:27,613,0007T) 2 & T
WEWEDIEM UAKEFRER
128 (MsE16) -

MNBREIFNERGENR

30 June 31 December
2006 2005
—EBERE —ZETRF
NA=+H +=-—A=+—H
(Unaudited) (Audited)
(REER) (')
HK$'000 HK$'000
EBETT BEFT
785,323 555,509
(103,732) (70,330)
(19,742) (194,133)
661,849 291,046

* BB E AR FB2,254,000%
T(ZEERFEF_A=+—H:
6,873,000 ) °
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11. PROPERTIES UNDER DEVELOPMENT AND

PROPERTIES FOR SALE (continued)

Properties under development are situated in
Beijing, Mainland China. The plot of land (the
“Land”) where the Group’'s properties under
development were erected were pledged to a bank
for a bank loan of approximately HK$320 million
as at 30 June 2006 (31 December 2005: HK$317
million), which is repayable in January 2007.

Deposits received from buyers of the Group’s
properties under development in respect of which
no profit has been recognised were carried as a
current liability at the balance sheet date.

12. INVENTORIES

Raw materials R MR
Work in progress D
Finished goods BIAK &

Interim Report 2006 —Z T XFHHHE
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MBERPUERSEWE (8

BRERAMEMRPRIL TR - RNEER
ErgfsRemEz T (£
ﬂﬂJ)EE‘J’EAfYY/\i/\H 'f‘Ei
7,%%(,%’3320,000,000,%752fﬁﬁﬁm
M—RBTEE ZEERERZ
T+F—AERE-

HAREZERFMERE KKEME
HARTFERZATESREEBIER
Hamd-

1278

30 June 31 December
2006 2005
—EEREF —ZTTRF
ANA=+tH +ZA=+—H
(Unaudited) (Audited)
(REER) (')
HK$'000 HK$'000
EBETT BT
48,636 16,746
11,360 9,384
56,236 79,792
116,232 105,922
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TRADE AND BILLS RECEIVABLE

The Group’s trading terms with its customers are
mainly on credit, except for certain customers,
where payment in advance is normally required.
The credit period is generally for a period of one
month, extending up to three months for major
customers except for customers of the Group's
property development business whose settlements
are made in accordance with the sales contract
entered into between the Group and the
customers. Each customer has a maximum credit
limit. Trade debtors with balances that are more
than three months overdue are required to settle
all outstanding balances before any further credit
is granted.

An aging analysis of the trade and bills receivables
as at the balance sheet date, based on invoice
date, and net of provisions, is as follows:

1 to 3 months 12318 A
4 to 6 months 4Z6f@ A
7 to 12 months 721218 A

The carrying amounts of trade and bills receivables
approximate their fair value.

l v

13 EKRRAERE

BRETEP—REBHLENTIIN X
SEEERPIIVZEHEBGRERR
FETEEMER MEEBR RSB
—MEA RAEENEEREBEP
(REEAFERITNHEEADN
F ERRPAEERERS =H
R-B82EPRAEELR -BH=(H
ALz AR SR A& 8R - AR R H
EE—FEEMBEMEREER
B

RWERNEE A RERAHRNR

BEECERERDWHOT:
30 June 31 December
2006 2005
—EEREF —ZTTRF
ANA=+tHB +ZA=+—H
(Unaudited) (Audited)
(REER) (&%)
HK$’000 HK$'000
EBETT BT
22,358 24,827
19 -
- 461
22,377 25,288

U BR T R Rz REESEE A FE
EE=R
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14. CASH AND CASH EQUIVALENTS AND PLEDGED

l v

MASRASEEYREER

DEPOSITS X
30 June 31 December
2006 2005
—EEXE —ETTRF
NA=+HB +=ZA=+—8H
(Unaudited) (Audited)
(REER) (')
HK$'000 HK$'000
BETFT B FT
Time deposits with banks ERITZEHBFR 46,063 50,123
Cash and bank balances B RBTER 128,257 339,439
174,320 389,562
Less: Deposits pledged for R BRI EE
banking facilities B2 73 (11,289) (18,653)
163,031 370,909

At the balance sheet date, the cash and bank
balances of the Group denominated in Renminbi
("RMB") amounted to approximately
HK$129,413,000 (31 December 2005:
HK$358,421,000). The RMB is not freely
convertible into other currencies, however, under
the PRC's Foreign Exchange Control Regulations
and Administration of Settlement, Sales and
Payment of Foreign Exchange Regulations, the
Group is permitted to exchange RMB for other
currencies through banks authorised to conduct
foreign exchange business.
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REER REBUARE (AR
W) ABU RS RBTHEFAR
#49/5129,413,0000 7 (ZETRF+
~— A=+—H:358,421,000& T ) °
ARBREERLBAHEMER R
e AREREINEEIE N AEE EER
NEZER T NEB A EEREE
THNEERZRITBARB R AR
fth 5 HE o
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16.
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TRADE PAYABLES

An aging analysis of the trade payables as at the
balance sheet date, based on invoice date, is as

follows:

1 to 3 months

4 to 6 months

7 to 12 months
More than 1 year

The carrying amount of the trade payables
approximate their fair value.

INTEREST-BEARING BANK AND OTHER

BORROWINGS

Bank loans repayable:

Within one year
In the second year

Other loan repayable
within one year

Portion classified as
current liabilities

Long term portion

l v

15. B BRX

RNBRINEE RRERAHZRE

DT
30 June 31 December
2006 2005
—EEREF —ZTTRF
ANA=+tHB +ZA=+—H
(Unaudited) (Audited)
(REER) (f&HEZ)
HK$000 HK$'000
EBETT BT
1238 A 109,535 97,763
4Z6fE A 1,277 2,811
721218 A 518 935
1M 6,436 7,251
117,766 108,760

N
R INNG51S
[y
HFA

N
J

\
jlikg

% -
S
S

Al

\\\\
fof 5%
i
Rl
N

= |
S
i

IMERBAB A D

RHEEE S

ok

FENERzEEEREAFERS-

16. 5 B RTRHEMEE

30 June 31 December
2006 2005
—EEXRE —ETRF
ANB=+tH +ZA=+—H
(Unaudited) (Audited)
(REER) (')
HK$°000 HK$'000
EBETT BT T
447,864 96,154
- 317,308
447,864 413,462
72,815 -
520,679 413,462
(520,679) (96,154)
- 317,308
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16.

17.
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INTEREST-BEARING BANK AND OTHER
BORROWINGS (continued)

The Group’s other borrowings as at 30 June 2006
is unsecured and bore interest at 6.336% per

annum and repayable within one year.

As at the balance sheet date, the Group’s bank
loans were secured by:

(i) a legal charge over the Group's prepaid land
lease payments and buildings situated in
Mainland China (note 9);

(i) a legal charge over the Land (note 11);

(iii) a legal charge over certain of the Group's
investment properties (note 10); and

(iv) a legal charge over certain properties of an

l v

16. 5t RIRITRHEMEE (8

AEEHZE-_ZTEZNFA=+HZ
HithfERABRER ZEES Bzi%
#6336FFE AN —FANER

ﬁA EER AKBEZRITES
FREEM:

KA T3]

() AEEETHEAEZEMN M
HMEFBEREERT EERT
(P 5E9)

(i) LHEERARE (1)

(i) AEBETHREMEZ EE MR
(Mt5E10) + ]2

(VVBIYBE=ZNETHWEZEER

independent third pary. Ek
SHARE CAPITAL 17. B2
30 June 31 December
2006 2005
—EEXRE —ZETRF
ANB=+H +ZA=+—H
(Unaudited) (Audited)
(REERZ) (f&FZ)
HK$'000 HK$000
BY¥F T B FT
Authorised: JETE
2,000,000,000 ordinary 2,000,000,0000% & i%
shares of HK$0.10 each HEI0B Lz L@ 200,000 200,000
Issued and fully paid: EREITRARE:
1,792,031,000 1,792,031,000/%
(31 December 2005: (ZEZRF
1,544,831,000) ordinary +=-A=+—8:
shares of HK$0.10 each 1,544,831,0000%)
BREME.105 T
2 &R 179,203 154,483

On 28 June 2006, the Company successfully
placed 247,200,000 new shares of HK$0.10 each
at a price of HK$0.2 per share.

}5/\*7 7/\55'5/\)% —'—)\E Z’S
ﬁ)%lbLxﬁﬁxo.zﬁénﬁa'%zu,zoo,ooo
f% Z R E(E0.1058 7T 2 # % -
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18. RESERVES 18. 1% 1%
Retained
Share  Gooduwill Investment  Exchange profits/
premium  arisingon  Statutory revaluation  fluctuation (Accumulated
account consolidation reserves reserve reserves losses) Total
BARA
KAEE R& HE REER/

RHEER LBE  iERE  ERRE  RIRE (ZEER) 45
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RE8H) (REBR) (REBR) (REBR) (REEK) (REEQ) (REEQ)

(Note)

(i)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AE¥Fr  BETT BT BRTn BETn BETn BETn

At 1 January 2005 HZZTRE-A-H

As previously reported  1F12F 677,882 (15,300) 10,620 - 48 (329270) 344410

Opening adjustment: EHEES
HKAS 39 - Avalable-for- B S 3 E8 2395
sale investment -AHERE - - - - - (2,925) (2,925)

As restated, after BAEEES

opening adjustment 677,882 (15,300) 10,620 - 478 (332,195) 341,485
HKAS 39 R REE0%
- Revaluation of -EfTHERE
avalable-for-sale
investments - - - 10,016 - - 10,016
Eichange relignment B 3752 - - - - 22 - (22)
Loss for the period BnEE - - - - - (26775)  (26775)
At 30 June 2005 RIETRERAZTE 677,88 (15,300) 10,620 10,016 456 (358,970) 324,704
At 1 January 2006 RZEErF-A-8 - (15300) 14747 - 6803 298285 30453
Exchange realignment ~ EX 5% - - - - 1,647 - 1,647
Issue of new shares Bk 13726 - - - - - 13726
Loss for the period BRER - - - - - (14,147) (14,147
Transfer to statutory BRZERREES
Teserve - - 439 - - (439%) -
At 30 June 2006 RZZERERAZTE 2376 (15300) 19,14 - 8450 279743 315761
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18. RESERVES (continued)

Note: In accordance with PRC regulations, certain
of the Group's subsidiaries registered in
the PRC are required to transfer part of
their profits after tax to the statutory
reserve fund, before profit distributions are
made. The amounts of the transfers are
subject to the approval of the boards of
directors of these companies, in
accordance with their joint venture
agreements and/or articles of association.
The statutory reserve fund is non-
distributable and restricted as to use.

19. CONTINGENT LIABILITIES

During the period, the Group provided guarantees
in favour of certain banks for mortgage loans
granted by the banks to the buyers of the Group’s
properties under development and properties for
sale to the extent of approximately HK$318 million
in aggregate. As at the balance sheet date,
mortgage loans in aggregate of approximately
HK$252 million were utilised by the buyers of the
Group's properties under development.

A bank has provided factoring facilities of RMB60
million (equivalent to approximately HK$58 million)
for the period from 31 May 2006 to 31 May 2007
to the jointly controlled entity. As at 30 June 2006,
the outstanding balance of the factoring facilities
was RMB29.9 million (equivalent to approximately
HK$29 million.) In the event the debtors fail to
pay the bank, the jointly controlled entity will have
to repay RMB29,850,000 to the bank.
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18. 1% (#)

ffat: RERPBEARG REEE TR
R 2 B~ R A RE
£ M 20 R BT A H R AR R R
Mo ERELERBES-
BEIBAHARSARIZE
FERBAZEERA B
R/ S AT ERMRIGA X
ERBESTADIRIEEER
£ A -

19. 5 REE

R AEERE TRITAAEEZ

BHRMERFTEVEZERBRE 2IZ

BEZR AZERTELEREEYD

318,000,000 L - R&EHE H AEH

BRPVEZERCHHKRBERE
4 $£#9252,000,0005 JT °

E¥F—REREZEHEE - R=ZZTZTX
FRAZ+RH ZRAEEEMBEE
% # /529,900,0007T A R ¥ (A
29,000,000/ 7T) - W& B A TEEE
EBEZyE BIZERESERAEEE
29,850,000 A R#E F %R 770
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20. COMMITMENTS 20. & &
As at the balance sheet date, the Group had the REER KXEBE T EE:
following commitments at the balance sheet date:
30 June 31 December
2006 2005
—EEXRE —ETRF
ANB=+tH +ZA=+—H
(Unaudited) (Audited)
(RBER) (e EZ)
HK$000 HK$"000
BEFT BT
Authorised, but not contracted for: T EBRFTH:
Acquisition of an associate W iE —REE QA - 24,038
Construction works in respect of BRPMEZEE
properties under development I 1,195,293 1,745,145
1,195,293 1,769,183
Contracted but not provided for: BRI B RERE:
Acquisition of an associate Wi — KB & QA 91,509 89,896
Construction works in respect of BRPMEZEE
properties under development TR 106,828 75,523
Purchases of items of property, BEME -BER
plant and equipment RBIEE - 10,332
Purchase of an investment BE-EREME
property 78,766 88,581
277,103 264,332
1,472,396 2,033,515
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21. RELATED PARTY TRANSACTIONS

(a) In addition to the transactions and balances

detailed elsewhere

in these financial

statements, the Group also had the following
material transactions with related parties
during the year:

Commission fees paid ENAEER
Sales to the Joint Venturer #HAZHZHE
Purchases from meaeahEE

the joint venturer
Rental expenses paid to B gk

minority equity holders BHEAHESHAX
Rental income received Bl e kA
Rental income from leasing HMAKREWE

of investment properties ZHEsRBA

Notes:

)

(i)

The commission fees for the last period
were paid to a real estate agent, in which
a director of the Company had an equity
interest, for services provided in respect
of the sale of the Group’s properties under
developments. The directors considered
that the commission rate was comparable
to commission rate charged by other real
estate agents.

Sales to the joint venturer (the "Joint
Venturer”) of the Group'’s jointly-controlled
entity, in which a director of the Company
is also a director, were made at the selling
prices the Joint Venturer charged its
customers.

(iii) Purchases from the Joint Venturer of the

Interim Report 2006

Group's jointly-controlled entity, in which
a director of the Company is also a
director, were made at the prevailing
market price.

et & ik ks

\ W)

1. EREALERS

(a) BRAM B IMEREME DT Z
ZHRERIN AEERFANE
HEWEBEBALTETUTERR

Notes
Wt &t

(i)
(ii)

(iii)

(iv)
(v)

(vi)

5

For the six months
ended 30 June
BEANA=tHLEXMEA

2006 2005
—EEXRE —ETRF
HK$000 HK$'000
EB¥FT B FT
- 3,295

75,982 -
399 -

462 -

457 447

1,321 -

it

)

(i)

(iii)

BEMENME BRI
EARKEBRBDYEMEMH]
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21. RELATED PARTY TRANSACTIONS (continued)

46

Notes: (continued)

(iv) The rentals were charged at HK$76,923

for the period. The directors considered
that the rental charged was comparable
to the rentals of similar properties.

The rentals from companies in which a
director of the Company is also directors
were charged at HK$76,000 per month
on average during the period. The directors
considered the rental charge was
comparable to market rates.

(vi) The directors consider that the monthly

rentals were charged by the Group with
reference to the prevailing market prices.
During the period, the Group received
rental income of HK$1,321,000 from the
Joint Venturer for leasing of investment
properties held by the Group.

(b) Other transactions with related parties:

)

During the period, the jointly-controlled
entity of the Group leased its factory
premises and the piece of land where the
factory premises was erected from the
Joint Venturer free of charge.

On 25 January 2006, a subsidiary of the
Company executed a guarantee for a term
of two years commencing from 25 January
2006 in favour of the Joint Venturer for a
loan of approximately of RMB18 million
(HK$17.5 million) granted to the Joint
Venturer by a bank. Such loan was not
utilised by the Joint Venturer as at 31
December 2005 and has been fully drawn
down by the Joint Venturer as at 30 June
2006.

l v

1. 8REATRS (8)
it (&)

(iv) A SR 2 % 576,923 70 -
WA LR S B R
MEBS AL

) IR REARRR —BREZRT
REBEFEZARZEASTY
AT HR76,0008 T-EFR
& PTUCERAE € BT 35 A E 48
=,

Vi) EEZERBAEELBENT
BUE M- AEE M
SHRERASEEFEEY
& Y EE W ER 1,321,000 7T
el

(b) BEBEALTHNEMZ S

(i) BAR REBEARZES EEE
EBEmaehEEEmEYE
LBMEMEMREL M-

(i) RZZTEXRF—A=-+HHB"
KRRz —FEH B AR R
T F & %75 4918,000,000
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21. RELATED PARTY TRANSACTIONS (continued)

(c) Outstanding balances with related parties:

)

As disclosed in the consolidated balance
sheet, the Group had outstanding
advances receivable from a company, in
which a director of the Company had
equity interests of HK$43,825,000, as at
30 June 2006 (31 December 2005 payable
of HK$134,000). The advances are
unsecured, interest free and have no fixed
terms of repayment.

As disclosed in the consolidated balance
sheet, the Group had outstanding
receivables from the minority equity
holders of a subsidiary of HK$832,000 as
at the balance sheet date (31 December
2005: HK$7,480,000). The advances are
unsecured, interest-free and settled
subsequently to the balance sheet date.

(d) Compensation of key management personnel

l v

N FHREALZS (#)
() BEBEATHRENEH

() BGEEEEABRRMESE.
R-IEZXRFEXA=Z+H &
SEEKRKARNR—ZESH
EHEREZ —RARKERE
K 543,825,0008 7T (= F
ERE+-A=+—HBER:
134,000 7T) - BB A E
B RERTERY-

BUGRABERABRAEE
ReEE B REBREK— KK
BRARZLEBREZ RKEE
JiE Y 3K 8 /832,000 7T (—
TEHE+-_A=+—8:
7,480,000 70) - B @B R A
EmIH - RO RERELEAR

J=E jEm
AR °

(d) AEBT2EEAB ZMIE:

of the Group:
For the six months
ended 30 June
BZERA=+tHLEXEA
2006 2005
ZEEXRF —TERF
HK$°000 HK$'000
BT BT
Short term employee benefits RHE B R A 3,773 3,976
Post-employment benefits BB A 42 50
Total compensation paid to BENEEZEEEAE
key management personnel HEBE 3,815 4,026
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22.

23.
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POST BALANCE SHEET EVENTS

The Group has the following significant post
balance sheet event:

Starlex Company Limited (“Starlex”), a wholly-
owned subsidiary of the Company, and Citychamp
Dartong Company Limited (“Citycamp Dartong”),
a company listed on the Stock Exchange in
Shanghai, entered into an asset transaction
agreement on 19 July 2006 and an additional
transaction agreement on 3 August 2006.
Pursuant to the agreements:

(a) Starlex has conditionally agreed to dispose of,
and Citychamp has conditionally agreed to
acquire, the entire issued share capital of
Beijing Jing Guan Property Company Limited
at a consideration of RMB360 million
(equivalent to approximately HK$350 million);
and

—~
O
=

Citychamp has conditionally agreed to allot
and issue 73 million shares of Citychamp to
Starlex at an issue price of RMB4.95
(equivalent to approximately HK$4.80) within
60 business days upon completion of the
agreement; Citychamp has also conditionally
agreed to pay the balance of RMB36,000
(equivalent to approximately HK$34,951)
within 20 business days upon completion of
the agreement.

APPROVAL OF THE
REPORT

INTERIM FINANCIAL

The condensed interim financial statements were
approved and authorised for issue by the board
of directors on 25 August 2006.
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