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UNAUDITED INTERIM RESULTS

The Board of Directors (the “Directors”) of FEBERZERERAR ([ARR])ESE
Zhong Hua International Holdings Limited ~ ([EE &) 5 - AR A R EME AR (5
(the “Company”) would like to announce [ AKE)HE—TTRFA=FTHIE
the unaudited consolidated results of the Nl A 2 RE&BiZ4r & F£4& ([ H 2
Company and its subsidiaries (collectively #]) @ R _ZTTRAFRB LB ETH
the “Group”) for the six months ended 30 T
June 2006 (the “Interim Results”), together
with the comparative figures for the
corresponding period in 2005, as follows:
CONDENSED CONSOLIDATED LEECE &5
INCOME STATEMENT
For the six months ended 30 June
HERA=+tHLAREAR
2006 2005
—EERE ZETARF
(Unaudited) (Unaudited)
(REERZ) (RiEEZ)
Notes HK$’000 HK$'000
[ i TER FAT
TURNOVER EXE 2 6,399 11,139
Cost of sales HEKA (9,248) (10,897)
Gross profit/(loss) EH,/(£18) (2,849) 242
Other income H g A 1,048 751
Change in fair value of REMELNTEES
investment properties - 10,700
Administrative expenses THRAX B (11,456) (9,831)
Other operating expenses, net £ {1 48 & f S /% 58 575 (5,361)
Finance costs %8R 3 (2,587) (3,091)
LOSS BEFORE TAX BATEE 4 (15,269) (6,590)
Tax T8 5 (1,383) (3,601)
LOSS FOR THE PERIOD HEER (16,652) (10,191)
ATTRIBUTABLE TO: BER
Equity holders of FRRER
the Company BAEA (16,652) (10,202)
Minority Interests YHRRER - 11
(16,652) (10,191)
LOSS PER SHARE FRAREERESR
ATTRIBUTABLE TO BEABGEER
ORDINARY EQUITY %]
HOLDERS OF
THE COMPANY 7
- BASIC -EXK HK(3.21) cents’fll | HK(2.48) centsE 1l
- DILUTED -8 NATER | HK2.31) centsi L
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CONDENSED CONSOLIDATED BHGAEEERAER
BALANCE SHEET
30 June 31 December
2006 2005
= I —ETR%E
AA=+H +ZA=1+-—H
(Unaudited) (Audited)
EERZ) (&&= 1%)
Notes HK$’000 HK$’000
liog=3 T FET
NON-CURRENT ASSETS FRBEE
Property, plant and equipment % « B = K& & 114,959 118,176
Investment properties REME 286,890 285,000
Intangible assets BREE 13,860 16,490
Goodwill EES 79,788 79,788
Prepaid rental ENES 16,842 17,179
Deposits and other receivable &% & H {7 JE Y 5008 - 40,000
Pledged deposits BERER 401 354
Total non-current assets FRBEELE 512,740 556,987
CURRENT ASSETS mEEE
Trade receivables 2 5 REWHE 8 32,365 45,954
Prepayments, deposits BEHE Ze R
and other receivables H it JEU IR 66,393 18,541
Cash and cash equivalents  BR&LH2FEEE 154,443 133,151
Total current assets TEBEELTE 253,201 197,646
CURRENT LIABILITIES mEaE
Trade payables 25 R HA 9 (31,526) (31,333)
Tax payable JER IR (18,424) (16,895)
Other payables and accruals B &1 B R B 5T B & (27,456) (22,773)
Interest-bearing bank and ~ FHERITE R
other borrowings NEMER (32,781) (31,762)
Convertible Bon B ES 10 - (29,782)
Deferred income EEWA (18,057) (18,057)
Total current liabilities mEEELEE (128,244) (150,602)
NET CURRENT ASSETS TBEEFRE 124,957 47,044
TOTAL ASSETS LESS BEERRBAR
CURRENT LIABILITIES 637,697 604,031
NON-CURRENT LIABILITIES ¥ RBEE
Interest-bearing bank and SERITER
other borrowm% REBER (22,811) (22,893)
Deferred tax liabilities BEFIEAR (55,242) (55,093)
Total non-current liabilities JERE A ELEE (78,053) (77,986)
Net assets FEE 559,644 526,045
CAPITAL AND RESERVES BERGHEE
Equity attributable to equity ZAARBZFEA
holders of the Company EihER
Issued capital BETIRA 11 113,248 98,048
Reserves G 11 446,396 427,997
- 559,644 526,045
Minority interests SERRER 11 - -
Total equity s 559,644 526,045
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CONDENSED CONSOLIDATED BHGERESFHHR
STATEMENT OF CHANGES IN EQUITY

For the six months ended 30 June

HERA=TALAEA

2006 2005
—BRAE “ZRIF
(Unaudited) (Unaudited)
(REER) (REER)
Notes HK$’000 HK$'000
Mt TR TEL
Total equity at 1 January R-B-BZRGRLE 526,045 524,531
Issue of shares, including BIRG B
share premium s E 11 5,100 15,660
Shares issued upon conversion HEH AR &%
of convertible bond mET 2 kK 11 29,833 -
Shares issued upon exercise R {7 {E R EF
of a share option B2 RMH 11 3,800 -
Employee share option scheme (& & & R 15t 2 11 1,855 -
Shares issued under employee 1815 € 8 B R 1
share option scheme STEIBIT 2R 11 6,160 -
Acquisition of an additional ~ WEH B LA
interests in a subsidiary MR 11 - (16,094)
Exchange differences BMEBIHE DR
on translation of the MBERREEL
financial statements of EXZE
overseas subsidiaries 11 3,503 29
Net income and expense REREERAZ
recognised directly in equity 4 KX EE 3,503 29
Loss for the period BEER
attributable to: BER: 11
Equity holders of the Company ~ AN FEZEFEE A (16,652) (10,202)
Minority interests LYRRER - 11
(16,652) (10,191)
Total equity at 30 June RAAZTHZzAER 559,644 513,935

INTERIM REPORT 2006 =T/~ Frh HiiR S



CONDENSED CONSOLIDATED HHSERERERER
CASH FLOW STATEMENT

For the
six months ended
30 June 2006

For the
six months ended
30 June 2005

BE-ZEXE HBHZE_TTILHF
AB=+AHLE NAZ+HIE
~EA ~ME A
(Unaudited) (Unaudited)
(REER) (RIEEZ)
HK$'000 HK$'000
FTAEART FAT
NET CASH INFLOW/(OUTFLOW) RR&E£EsH$
FROM OPERATING ACTIVITIES RN (Fl) B8 8,887 (4,419)
NET CASH OUTFLOW FROM REEKZRS
INVESTING ACTIVITIES T RE (366) (24,307)
NET CASH INFLOW FROM BETHZ2RS
FINANCING ACTIVITIES RAFE 12,771 3,957
INCREASE/(DECREASE) IN CASH ReRBEEE
AND CASH EQUIVALENTS EHE#EM (BD) 21,292 (24,769)
CASH AND CASH EQUIVALENTS  Hi#IzBHeREE
AT BEGINNING OF PERIOD £EEAH 133,151 106,254
CASH AND CASH EQUIVALENTS Mz BERE$
AT END OF PERIOD Z£EER 154,443 81,485
ANALYSIS OF BALANCES OF CASH BREeRBREZEER
AND CASH EQUIVALENTS EHom
Cash and bank balances ReEMBTER 154,443 81,485
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1.

SIGNIFICANT ACCOUNTING
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 2005, 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 mandatory for the
accounting period beginning on or after
1 January 2006:

HKAS 21 Net Investment in a
(Amendment) Foreign Operation
HKAS 39 The Fair Value Option

(Amendment)

HKAS 39 & Financial Guarantee
HKFRS 4 Contracts
(Amendment)

HKFRS - Int 4 Determining whether

an Arrangement
contains a Lease

The adoption of the above HKFRSs did
not result in material impact on the
accounting policies of the Group’s
interim

condensed consolidated

financial statements.

ETEEFEE

AEPGRETHYBERREEREES
T2 B ([HKAS]) 283457 [ 70 B B1 75 5%
EImRAG - BRTUTEFEAEER
E-ZTERF—A—BIUEHEBNS
FTHAR & I S AT M AIS T BB
3R & 2R ([HKFRS] » B FEHKASH]
fRIENE)  ARHEEHREFPRAN
SHBENGRRARBEAEE—_TTH
F+_AZ+—BLEFENTBRE—
o

HKAS 21 ({83]A) BINEBHIRE
PR
HKAS 39 ({& 3] 4%) N E R
HKAS 398 HKFRS 4 BI##ERE 4
CHEN)
HKFRS-Int 4 RE—HELE

SHEM L

R LM HKFRSH A S B B 4R & 7 A8
BHRENGHARRALBELEB R
@ .
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3. FINANCE COSTS

For the six months
ended 30 June

BZEXA=1+H
1IEX1E A
2006 2005
—EEXRE —TERF
(Unaudited) (Unaudited)
(REEZR) (R EZ)
HK$’000 HK$’000
FExT FET
Interest on bank loans RITERFE 2,411 2,353
Interest on finance lease o B R B - 150
Interest on convertible bond  AI IR E 5 5| & 176 588
2,587 3,091
4. LOSS BEFORE TAX 4. BAIEE

AEBZBABEILENE, GEA) T

The Group’s loss before tax is arrived at

after charging/(crediting) the following: FIE=
For the six months
ended 30 June
BZAXA=1+H
W18 A
2006 2005
—EETXRE —TERF
(Unaudited) (Unaudited)
(REER) (RaeEZ)
HK$’000 HK$’000
FExT FAT
Depreciation e 7,315 7,184
Amortisation of intangible | EERE
assets 2,828 3,840
Provision for doubtful debts B8R # &5 - 5,880
Interest income B I A (1,013) (751)
Net rental income e WA FE (4,355) (2,909)
Write back of other H b B U R E
receivables 5] % (575) (519)
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For the six months
ended 30 June

BEXA=+H
W18 A
2006 2005
—EEXRF —ETRHF
(Unaudited) (Unaudited)
(REEZX) (REFEX)
HK$’000 HK$’000
FExT FET
Provision for the period: A

Hong Kong EB _ _
Elsewhere H b [@ 1,383 70
Deferred taxation IEIEFH I8 - 3,531
1,383 3,601

No provision for Hong Kong profits tax
has been made as the Group did not
generate any taxable profits in Hong
Kong during the six months ended 30
June 2006 (the “Period”) (2005: 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
Period (2005: Nil).

INTERIM REPORT 2006 = Z T /<4 fh i3 &
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7. LOSS PER SHARE ATTRIBUTABLE

TO ORDINARY EQUITY
HOLDERS OF THE COMPANY

The calculation of basic loss per share
for the Period is based on the loss
attributable to ordinary equity holders
of the Company of HK$16,652,000
(2005: net loss of HK$10,202,000) and
the weighted average number of
518,103,178 (2005: 411,408,151,
adjusted to reflect the capital
reorganisation on 27 April 2006 as
further detailed in note 11 to the
financial statements) ordinary shares in
issue during the Period.

A diluted loss per share for the Period
has not been disclosed as the share
option outstanding during the Period
had an anti-dilutive effect on the basic
loss per share for the Period.

The calculation of diluted loss per share
for the six months ended 30 June 2005
is based on the loss attributable to
ordinary equity holders of the Company
of HK$9,716,000, after adjusting for the
interest saved upon the deemed
conversion of all convertible bond. The
weighted average number of ordinary
shares used in the calculation is the
411,408,151 ordinary shares in issue
during the six months ended 30 June
2005, as used in the basic loss per share
calculation; and the weighted average
of 10,000,000 ordinary shares assumed
to have been issued on the deemed
conversion of all convertible bonds
during the six months ended 30 June
2005. The above number of shares has
been adjusted to reflect the capital
reorganisation on 27 April 2006 as
further detailed in note 11 to the
financial statements.

7. RATREBRESKEARGE
IR &R

HEERERNBRIDBEARR R T ®EE
HmEA AEILEE16,652,0007% T
ZETHF  JFE1E10,202,0007 7T)
FEHEEBTETAER ZMEFTHH
518,103,178f% (= T T 7 F
411,408,151 » KABURBR =T
TREMNA- LB ZRASHFBH
R EHRERMFET) T HE -

A A R TTE 2 R RUEE AR 2 B
BERBBREREIZE  RUEZ7
HEzZERETEHS -

HE-_ZTRAFXA=+t8H1LXMAA -
BREEEREIRMERRESESE
BREBBEZZFEELAEE  REARQ
AIEBEREZFEAABGZEIE
9,716,000 Mzt & © 5 & Lt &Kk
S SRR T B 2 R AR N E T 1 &
ABEHZEZE_ZERFNA=ZTHILSEA
DEITE A 411,408,151 0% (B2
BEOREANBEAMFEREER) - ML
BEREE-ZTTRAFAAAZTHILEAN
BAR AR A T RREFEERGYT
BRA% 2 INAE 159 2010,000,0008% _E it f&
B ARMA T NFNA -+
+tHZRABAFBHART B REN T
11 e
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8. TRADE RECEIVABLES

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

8. EZEWRE

AEEEHEMKENEE A (BEF
) ZEBAFMT -

30 June 2006

31 December 2005

—BEXRE —ZETARF
AAB=tH +ZA=1+—H
(Unaudited) (Audited)
(RBER) (&%)
HK$’000 Percentage  HK$'000 Percentage
THER BOk FAT Ank
Within 6 months 6B AR 2,002 6 5,088 11
More than 6 months HiBelEAE
but within 1 year THBIEA 5,140 16 5,986 13
More than 1 year but i 1F {2
within 2 years TEBE2F R 6,046 19 16,895 37
More than 2 years BiE2F 15,089 47 13,938 30
Not due at REEHH
balance sheet date B 4,088 12 4,047 9
32,365 100 45,954 100
Portion classified as I B E
current assets BE G (32,365) (45,954)
Non-current assets FERBEE - -

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.

INTERIM REPORT 2006 = Z T /<4 fh i3 &
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. TRADE PAYABLES 9. BHEAHE

An aged analysis of the trade payables FEBEZESRNFIARNEER 2R
at the balance sheet date is as follows: DT -
30 June 2006 31 December 2005
—EBERE ZTTREF
AA=+AH +ZA=1+—H
(Unaudited) (Audited)
(RIEER) (le& %)

HK$’000 Percentage  HK$'000 Percentage
TET Bak FTEL Bt

Within 6 months 618 A ™ - - - -
More than 6 months @ #B6fE A8

but within 1 year THBIFR - - - -
More than 1 year BiR1FE

but within 2 years THBE2FR - - 105 1
More than 2 years HiB2FE

but within 3 years THBIFER 81 1 - -
Over 3 years HRiB3E 31,445 99 31,228 99

31,526 100 31,333 100

The age of Group’s trade payables are RNEEE Z RN FIE 2 RS T RIEIK
based on the date of the goods received BMEYSRGIRME A RTE -

or services rendered.
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10. CONVERTIBLE BOND

The convertible bond (the “Bond”)
bears interest at 2.75% per annum and
is due for repayment on 18 August
2006. The Bond is convertible into a
total of 20,000,000 shares with a par
value of HK$0.2 each of the Company,
at the conversion price of HK$1.5 per
share at any time from 19 November
2004 up to the day falling fourteen days
prior to the maturity date of the Bond
on 18 August 2006. Further details of
the terms and conditions of the Bond
are set out in the announcement of the
Company dated 19 July 2004.

The fair value of the liability component
of the Bond was determined, upon
issuance, using the prevailing market
interest rate for similar debt without a
conversion option and was carried as a
current liability. The residual amount
was assigned to the conversion option
as the equity component that was
recognised in shareholders’ equity.

On 24 February 2006, the Bond was
converted into 20,000,000 shares at
HK$1.5 per share. The above number
of shares and the conversion price have
been adjusted to reflect the capital
reorganisation on 27 April 2006 as
further detailed in note 11 to the
financial statements.

INTERIM REPORT 2006 = Z T /<4 fh i3 &
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.RESERVES (Cont’d) 1. %1% (4#)
RZZFZXREMNA+H  ARAEZHE
TRRAEA ([EH]) - BARF BT
RAREITRAR G REGREE.028
TZERRE A —IREREE.20%8
TEBR(&0RE]) - BEES -
AR R 2K E R R #5135 7% 400,000,000
BERBEOI2BITZ A HKRMMA
120,000,000/% JT #& % 200,000,000/%
L B ERENR-_ZTETRFNA=
FTERRITZBREENRE LBE -

On 10 April 2006, the Company
proposed a capital reorganisation (the
“Reorganisation”) to consolidate every
ten ordinary shares of HK$0.02 each
in the issued and unissued share capital
of the Company into one ordinary share
of HK$0.20 each (the “Consolidated
Shares”).

Reorganisation, the authorised share

Pursuant to the

capital of the Company was increased
from HK$120 million to HK$200
million by the creation of 400 million
additional Consolidated Shares of
HK$0.2 each in the capital of the
Company. The Reorganisation was
approved by shareholders at the special
general meeting on 27 April 2006.

12.CONTINGENT LIABILITIES 12.RREE

At the balance sheet date, the Group’s REER - NREBWARREBRRMED

14

contingent liabilities not provided for BRzaRnaEWT
in the financial statements were as
follows:
30 June 31 December
2006 2005
“EERE —ZTHF
AREtH TZA=1-H
(Unaudited) (Audited)
(REE®) (&&E®%)
HK$’000 HK$'000
FET TET
Guarantees given for FLERTT M
mortgage loans granted ~ ASE Y%
by banks to certain ETER#E
purchasers of the Group’s 2 &8 & 5%
properties P2 R 4,014 3,395
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13.PLEDGE OF ASSETS 13.% & IE 8

The Group’s bank loans were supported AEBZRITERDURERETRE
by certain of the Group’s investment M ARBEITZRAERRETH
properties, a corporate guarantee executed ERREMHNARERERE

by the Company and corporate guarantees
provided by entities in the PRC.

14.COMMITMENTS 14 %3
(a) Capital commitments (a) EAREIE
Group
rEE
30 June 31 December
2006 2005
—EEXRE —ETTREF
NA=+H +-—A=+—H
(Unaudited) (Audited)
(REEZX) (& E%)
HK$’000 HK$’000
THET FAET
Capital commitments BT EIE
in respect of: 2B A EHE
Contracted, but not BERI41E
provided for REH
Property development LU E
project H B 35,902 35,902
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ITMENTS (Cont’d) 14 & ()

(b) Commitments under operating (b) B FH L A
leases
(i) As lessor (i) TEAHFAEA
The Group leases certain of its AEBERBERLEHEHERYFE LA
investment properties and POS HETFTREWEKRPOSRKE © &
equipment under operating EEZENFREIRAME R
lease arrangements with leases RF -

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

At 30 June 2006, the Group had RZEBEERFRNA=Z+H &
total future minimum lease SERBETAHE 2 LEELD
receivables under non- HHEMEI L ZARRHEBAL
cancellable operating leases FEUHRIBEREIBAMT
with its tenants falling due as
follows:
Group
AEH
30 June 31 December
2006 2005
ZEEXRE —EERF
AB=+H +tZA=+—H
(Unaudited) (Audited)
(REER) (&=
HK$’000 HK$’000
FExT FAET
Within one year R—FA 12,968 12,838
In the second to fifth ME-ZFAHF
years, inclusive (BREERWE) 6,696 13,048
19,664 25,886
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14. COMMITMENTS (Cont’d)

(b) Commitments under operating

leases (Cont’d)

14,738 ()

(ii) As lessee

The Group leases its office
properties under operating lease
arrangements with leases
negotiated for terms ranging
from one to two years.

At 30 June 2006, the Group had
total future minimum lease
under

payments non-

cancellable operating leases

falling due as follows:

(b) BEBNEE (B)

(i) fEAEEA

AEBERBKEHENLYHHER
MAEMERBEER » T
EZHEBMNF—EMEF -

RZBEZEXRFRA=+A K
SERETARMBEZEEEN
KR & K FE A 1 £ 58 R B
BT :

Group
rEE
30 June 31 December
2006 2005
—EERE —TTRF
RAA=Z+H +tZ-RA=+—H
(Unaudited) (Audited)
(REER) (f&&E%)
HK$’000 HK$’000
FERT TET
Within one year R—%FR 771 879
In the second to fifth RE_ZERF
years, inclusive (BREEEMF) 125 442
896 1,321
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A writ of summon was issued in August
2005 by a former director of a
subsidiary of the Company (the “Former
Director”) against certain defendants
which include, inter alia, the Company,
a wholly owned subsidiary of the
Company, and a director and certain
accounting staff of 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. Having consulted the
Group’s legal counsel, the directors
concluded that no provision for the
proceedings is required in this stage.

INTERIM REPORT 2006 = Z T /<4 fh i3 &

RZEBEZERFENA  ARFHEBAR—
FRER([AIEE])METHS (EF
BIEAAE  ARA—REEMBAA]
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TFEF-_ARZAIEERE —HZIE
EEENLERTWNERRER2ET
BRIBHRE HRREEF - ZHES
ERHEBEEANALLAREEZRE
33,500,00078 7T 2 Y & FE [ 37 2 sk 2
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16.POST BALANCE SHEET EVENTS

Pursuant to a subscription agreement
and a supplemental agreement dated on
31 August 2005 and 23 September
2005 respectively between the
Company and Hero Grand Investments
Limited (the “Subscriber”), an
independent third party, the Subscriber
had conditionally agreed to subscribe
for 20,000,000 new shares (the
“Subscription Shares”) at a subscription
price of HK$0.36 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
57,000,000 new shares (the “Option
Shares”) at an exercise price of
HK$0.38 per share, subject to
adjustments, anytime from the date of
the completion of the supplemental
agreement and up to 31 December
2006. 20,000,000 Subscription Shares
and 10,000,000 Option Shares at an
exercise price of HK$0.38 were allotted
and issued in October 2005 and April
2006 respectively.

Subsequent to the balance sheet date,
on 11 August 2006 and 22 August
2006, the Subscriber served notices for
subscription of 25,000,000 and
22,000,000 Option Shares respectively
at an exercise price of HK$0.38. The
25,000,000 and 22,000,000 Option
Shares were alloted and issued on 14
August 2006 and 23 August 2006
respectively, and a gross proceed of
HK$17,860,000 was raised by the
Company.

The above number of shares,
subscription price and exercise price
have been adjusted to reflect the capital
reorganisation on 27 April 2006 as
further detailed in note 11 to the
financial statements.

FERAREHR

R IE AR A A EHero Grand Investments
Limited ([ 32 E%AJH?%*”_E)DT_L
ZBEs R A—ZERFNA=Z+—H
E-ZET ﬂiﬂﬁf-F_ElZ;bE%ﬁ%%
HrhE REBEAERKHERERER
0.36?%%2%@%* ﬁ%zo 000,000
B (TRERB]) - ARIBEKERE
ﬁwﬁﬁ/\%%—lﬁﬁﬂlﬁz 280,000
zﬁﬁﬁx%((ﬁﬁﬁx%n 1R 5 B A% 22
%FZﬂ%?K REABES#ABETK
Az TRF+ZA=+—HIH
F’ﬁu:ﬁm&&%nﬂ%ﬂ%)Zﬁﬁif’;
%%Eﬁ%%szooo,oooﬁi%ﬁﬁi(Fﬁ%ﬂ%ﬁéﬁﬁ
A1) ° 20,000,000/% 2 ﬁ%ﬁx{ﬁ&
10 000,000 R ER D D RIR ZTF
AFETAR-ZTZTRNFENAKRITEE
0.38 Tl 3 R 8617 o

4 %ET& RZBEZRFNAT+—HE
= :/\i[\ﬁ + El u/ugﬁj\/\%J
ZHLL0.38 8 TTITEE R 25,000,000
& 522,000,000 % B8 AR #E A& 10 2 i@ A »
£%25,000, oooﬁi&zz 000,0000% B A% 8
BOEHR-_ZEERENATIHAR
:’Eg/\fﬁf\ﬁ + =B KT

NRINESFRIBHEEE17,860,00078
5.

At REBERTEEDKRHBN
&B%EA_YY/\EEE TERZRAE
ERFBRNTERERMEEI -
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REVIEW OF RESULTS

The Directors would like to report that the
Group recorded a turnover of HK$6,399,000
(30 June 2005: HK$11,139,000) for the six
months ended 30 June 2006 (the “Period”),
representing a decrease of 43% compared
with the corresponding period. Loss
attributable to ordinary equity holders of the
Company was HK$16,652,000 (30 June
2005: net loss of HK$10,202,000) 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 rental income generated from leasing
of the commercial units in Gang Yu Square
in Chongqing in the PRC increased in the
Period compared with 2005.

The occupancy rate of the square remained
satisfactory during the Period. It was expected
that the business would continue to generate
a steady stream of income to the Group.
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EEEEM AEEREBEEZE_ZSTFEAX
A=+HBLEANEA(THHE] HRBEXRE
6,399,000 T (ZETHF A AA=1+H :
11,139,000 7T) + 8 F—F R B LI T &
43% o AEAR AR T MR ESFE ARG
B8 516,652,000 (ZETRF A=
+H : FE51810,202,000/7T) °

KB OB

AEERPRRHZEXEIZRBEUNPE
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ﬁ%%A B EMNEEHERE (TPOS
RED ARAEFEIRUEFMEE A BR
7 o

BHERE
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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.
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. Since late
2005, the management of the Group’s
telecommunication division has been
focusing on developing new business models
and, if practicable, to identify strategic
investors to co-invest in new business
developments.

RO ()

HEPOSH®E

AEER _ZE=FREETEEMNKE
HERBRMELZPOSRKRE - BN - MWiHY
POSHE 2 BREFHRE - AEEEHRAE
ZHEMBEPOSREBHMIGERE 2B

REEBARAEMERARE

AEERE_ZENFRE-EEBENBER
AtERBLEBERE N RIAKE
HEFRUARASEMEBRBZEY - &
R B EMN WA EEE IS 2 8 MR E
SR BABERBHERERIUEE
ENFEEERE - BRIFETE A AR
ZRLEEER REERAKEEREN
mE - THHEBERBEREK - B=FF
TFER AEEEAL —BEBIRNERHN
BERKXE (EAITBAT) MERBIER
AEARABRENEBER -
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REVIEW OF OPERATIONS (Cont’d)

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 underlying properties
was 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. On 23 January
2006, the Group entered into an agreement
with the purchaser to reschedule the
repayment date of the remaining
consideration of HK$40,000,000 on or before
31 January 2007. 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.
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REVIEW OF OPERATIONS (Cont’d)
Conversion of Convertible Bond

On 24 February 2006, Asia Pacific
Broadband Entertainment Corporation
Limited (formerly known as CNC
Broadband Entertainment Corporation
Limited), the holder of the Convertible
Bond, exercised the conversion rights of
the Convertible Bond. 20,000,000 shares
with a par value of HK$0.2 each of the
Company were converted at the conversion
price of HK$1.5 per share.

The above number of shares and conversion
price have been adjusted to reflect the
capital reorganisation on 27 April 2006 as
further detailed in the section “Capital
reorganisation” below.

Placement of new shares

On 28 March 2006, the Company entered
into a subscription agreement with an
independent third party which had
conditionally agreed to subscribe for
17,000,000 shares to be issued and allotted
by the Company at a subscription price of
HK$0.3 per share. On 25 April 2006, the
Company issued and allotted 17,000,000
shares at HK$0.3 per share resulting in
raising a gross proceed of HK$5.1 million,
which will be used for general working
capital of the Group.

The above number of shares and
subscription price have been adjusted to
reflect the capital reorganisation on 27
April 2006 as further detailed in the section
“Capital reorganisation” below.

RO ()

BHRUBRES

RoZTREF-R-+WH - A BmRESF
A A Asia Pacific Broadband Entertainment
Corporation Limited (5§ CNC Broadband
Entertainment Corporation Limited) 17 {8 AJ
B E S 2 B - N2 F]20,000,0008 &
MREE0.2B T2 RO IRBHREFR1.58 T
EITER -

IRV BV VS TN St -
FAFMA-HLAZRAEM - R
KT RAEM] 5 -

B & R 5
nggﬂi H +AE $ Tﬁf
EBEUE=ZFINRBERE  ZBELE=

Eﬁﬂ%1¢ﬂlﬁwl’/{HXO.3/%7‘EZWL\E§{EWU
ARE KT ETREE 217,000, oooﬂxﬂx
e MRZEEXRFNA-_+EE AR

LA RR0.38 BT R AL 81 7,000,000H><Hx
B EBFRIEHEFES,100,00058 7T © B HAE
KEBZ—REEES -

FHRBRHEERBECEABRURRR -F
ZRENA-tEAZERAEZA  FHEH

WX ARER]—E -
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REVIEW OF OPERATIONS (Cont’d)

Subscription 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
20,000,000 new shares (the “Subscription
Shares”) at a subscription price of HK$0.36
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
57,000,000 new shares (the “Option
Shares”) at an exercise price of HK$0.38
per share anytime from the date of the
completion of the supplemental agreement
and up to 31 December 2006. The
Subscription Shares were allotted and
issued to the subscriber in October 2005.

On 18 April 2006, the subscriber served
the notice for subscription of 10,000,000
Option Shares at an exercise price of
HK$0.38. The 10,000,000 Option Shares
were allotted and issued on 25 April 2006,
and a gross proceed of HK$3,800,000 was
raised by the Company.

Subsequent to the balance sheet date, on
11 August 2006 and 22 August 2006, the
subscriber served notices for subscription
of 25,000,000 and 22,000,000 Option
Shares at an exercise price of HK$0.38.
The 25,000,000 and 22,000,000 Option
Shares were allotted and issued on 14
August 2006 and 23 August 2006
respectively, and a gross proceed of
HK$17,860,000 was raised by the
Company. The Option had been fully
exercised.
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REVIEW OF OPERATIONS (Cont’d)

Subscription of new shares and grant of
option (Cont’d)

The above number of shares, subscription
price and exercise price have been adjusted
to reflect the capital reorganisation on 27
April 2006 as further detailed in the section
“Capital reorganisation” below.

Capital reorganisation

On 10 April 2006, the Company proposed
a capital reorganisation (the
“Reorganisation”) to consolidate every ten
ordinary shares of HK$0.02 each in the
issued and unissued share capital of the
Company into one ordinary share of
HK$0.20 each (the “Consolidated Shares”).
Pursuant to the Reorganisation, the
authorised share capital of the Company
was increased from HK$120 million to
HK$200 million by the creation of 400
million additional Consolidated Shares of
HK$0.2 each in the capital of the Company.
The Reorganisation was approved by
shareholders at the special general meeting
on 27 April 2006.

RO ()

REFRORRHERE (H)

A E - REBERTEEREARKRN -
ZERFHA-TLEZRAEE  H1B
BN T XIIRAEE]—& -
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REVIEW OF OPERATIONS (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.
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FINANCIAL REVIEW
Liquidity and financial resources

The Group generally financed its businesses
with internally generated cash flows,
banking facilities,
placing of new shares and exercise of share
options during the Period. Cash and bank
balances of the Group as at 30 June 2006
amounted to HK$154,443,000 (31
December 2005: HK$133,151,000) and
pledged deposits of HK$401,000 (31
December 2005: HK$354,000).

net proceeds from

As at 30 June 2006, the Group had
outstanding borrowings of approximately
HK$55,592,000 comprising interest-bearing
bank loans amounted to HK$52,216,000
(31 December 2005: HK$54,140,000),
convertible bonds payable amounted to
HK$nil (31 December 2005:
HK$29,782,000) and finance lease payable
amounted to HK$3,376,000 (31 December
2005: HK$515,000). Of the Group’s
interest-bearing bank loans, 61%, 10% and
29% respectively are repayable within one
year or on demand, in the second year, in
the third to fifth years, inclusive. An amount
of HK$26,832,000 bank loans as at 30 June
2006 was charged at fixed interest rates
(31 December 2005: HK$26,564,000).

The Group’s gearing ratio as at 30 June
2006 was 0.25 (31 December 2005: 0.28),
calculated based on the Group’s total
liabilities, excluding deferred income, of
HK$188,240,000 (31 December 2005:
HK$210,531,000) over total assets of
HK$765,941,000 (31 December 2005:
HK$754,633,000).

5t % 2 B

REIRA > AEE-RARBEEZRD
RAe ROTEERESHRNMAEFTIRF
HUERHEBEEMFES -N-TEREFEX

A=+8 A&EBzHSRBIETE
154,443,000 L (ZETAF+ - A=+
—H 133,151,000 70) © REEFF K
401,0008 T (ZETRF+_A=+—
H : 354,000/ 7T) °

2

AZEEXREFENAZTH AEBAXRE
BB 455,592,000/ 7T © BB ZRTT
B A52,216,0008 T (ZETRHFE+A
=+—H : 54,140,000 T) - FEAF AR
BEEABEBEL(ZEERF+_A=+—
H 29,782,000/ 0) RENBMEREE =
3,376,000 T (ZEETRAF+-_A=+—
H :515,000%70) - REEMFBRITE
H o EF61%  10%%29%0 IR —F R
RIREK - %—i&%*iﬂim%éf
ﬁﬁi)lﬁ%ﬁﬁ c R ZEERNFANA=ZTHIEK
EE\%#,_\ZEETTEMZ%
26,832,000 L (ZEERAF+ZA=+—
B : 26,564,000 7T) °

AEBR-_ZTEANFNA=ZTHZELXSE
BHEREB02(ZETERAF+ A=+ —
A :0.28)  NiRAEBEEEASE (TREER
W A) 188,240,000 L (ZETRF+ =

A=+—8 :210,531,000/ 7T) BRI & E
#{E765,941,0008 L (ZEZTRF+ A
=+ —H : 754,633,000 ) 5t &
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AL REVIEW (Cont’d)
Currency structure

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$52,216,000 (31 December 2005:
HK$54,140,000) as at 30 June 2006. The
bank loans were supported by certain of
the Group’s properties,
corporate guarantees executed by the
Company and corporate guarantees
provided by certain entities in the PRC.

investment

Contingent liabilities

As at 30 June 2006, guarantees given for
mortgage loans granted by banks to certain
purchasers of the Group’s properties
amounted to HK$4,014,000 (31 December
2005: HK$3,395,000).
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EMPLOYEES AND REMUNERATION
POLICY

The Group employed about 28 full time
staff in Hong Kong, Chongqging and
Guangzhou as at 30 June 2006. 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
Guangzhou, 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.

PROSPECTS

The Group is principally engaged in
property investment, leasing of point-of-sale
equipment and provision of
telecommunication and other related
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 year. 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.
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DIRECTORS’/CHIEF EXECUTIVE’S
INTERESTS IN THE SHARES OF THE
COMPANY AND ITS ASSOCIATED
CORPORATIONS

As at 30 June 2006, 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

ES FETHRAEMEEZEALAT
REMEBEERGDER
RZZEZEARNFAA=1+H BEZEHKH

P

E‘fﬂ J([EFRBEERD]) BEXVAFE7RS8
DEHRELBRBLTARNESETESLRR
SBEETAAME AR T&Eﬁéﬂé‘ﬁé?&

><’r

FRERAR (B ARARER
LR GRPIEI2ERERATLHZAR
REERIZTRAERARAHEEM
BEORE (TR AR F LA R EXVE)
Zhtn - MEEROREST 2R RRE
(@*E*ETEEZ%%%&HM?{IKﬁﬂ%ﬁm%ﬂiw
RWRABERZREERAR) T

REQXTFROZRR

Number of shares held,

capacity and nature

of interest
Through

controlled corporation

RERGBE - HOK

Percentage of the

EEMEE issued share capital

Name of Director EEpE EBZTEEIERE MWHEBTRABEIW

Ho Tsam Hung fa] B 2 14,500,000 2.56%
(Note 1) (K7it1)

Ho Kam Hung o] 8 1 27,000,000 4.77%
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DIRECTORS’/CHIEF EXECUTIVE’S
INTERESTS IN THE SHARES OF THE
COMPANY AND ITS ASSOCIATED
CORPORATIONS (Cont’d)

Notes:

(1) 14,500,000 shares are beneficially held by
Ho Tsam Hung through Morgan Estate Assets
Limited.

(2) 27,000,000 shares are beneficially held by
Ho Kam Hung through Morcambe

Corporation.

SHARES IN ASSOCIATED
CORPORATIONS OF THE COMPANY

At 30 June 2006, 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

BE TEARASHEE2AAT
RS AHEE R AR ()

Wi et
(1) 14,500,0000% f {a] & % 35 i Morgan Estate

Assets LimitedE 2545 6 ©

(2) 27,000,0000% £ fa] & % & ¥ Morcambe

CorporationE#z A ©

2 ARk R 2
R-ZEREXA=TH THEEHE
B2 ARAETHER &L ERETR
ZHBEMT :

REBEERAZER

() IR ZBHRERERAFBERERE
FE R A7) 7 55

Number of shares
held and nature of

interest

Beneficial owner
FEROBE R Percentage of the
EENtE issued share capital
Name of Director EEnR BEEAA HEBRTREABD L
Ho Tsam Hung fr] HE 2 91 30.13%
Ho Kam Hung o] 8 1 91 30.13%
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SHARESIN ASSOCIATED
CORPORATIONS OF THE COMPANY
(Cont’d)

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

RN FEBOEE R A (A

(b) PREEZHEEEMERERR A AE
RERBER D B

Number of

shares held and
nature of interest
Beneficial owner

FEROBER Percentage of the

EEMEE issued share capital

Name of Director EEnR BREAA HERTREABDHL
Ho Tsam Hung fa] E 91 30.13%
Ho Kam Hung fr] 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
2006, to the knowledge of the Company,
none of the directors or chief executive of
the Company had or was deemed to have
any interest or short position in the shares,
underlying shares and debentures of the
Company or any associated corporations
(within the meaning of Part XV of the SFO)
as recorded in the register to be kept under
section 352 of the SFO or as otherwise
notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of
Part XV of the SFO and the Model Code.
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DIRECTORS’ RIGHTS TO ACQUIRE
SHARES

Apart from as disclosed under the 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.

There is no change in any terms of the
New Scheme during the Period. The
detailed terms of the New Scheme were
disclosed in the Company’s 2005 annual
report.
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HEME (Cont’d) IR RE ST Bl (4F)

The following share options were HINBIEHEIEIMARTHEZBEREDT ¢

outstanding under the New Scheme during

the Period:
Number of share options
BRENE
Market
value per
Date of share on
At Granted Exercised At grant of Exercise Exercise exercise
Name/category 1 January 2006 during during 30 June 2006 share option period of price of of options
of participant RZBEAE  thePeriod  thePeriod H-BFAE BBRE  shareoptions  share options TEERER
#4/ 88480 -R-B ARRY Bafif ABZtE REAE BREGCES BRAEGER ZSRAE
HK$ HKS
R R
Other employees AtEER
and consultants BA
In aggregate A% - 26,000,000  (26,000,000) - 10 February 10 February 0.20 024
2006 2006 to
9 February
2009
ZETRE ZEIRRE
ZATR ZAtfEE
put 3153
ZAnA
- 3,800,000 (3,000,000) 800,000 30 March 30 March 032 0.24*
2006 2006 to
29 March
2009
ZERRE BN
ZA=tB ZA=tRZ
ZERAE
=fZthA

- 29,800,000 (29,000,000) 800,000

1. The above number of share options and 1. FREREZ BB KRN ERSLAEINR
share prices have been adjusted to reflect RBMR-ZZZXRNFOA - +EH+REH
the share consolidation on a one-to-ten Rz BRHE G -
basis on 27 April 2006.

2. Being the weighted average closing price 2. ERTEEREAPIREZSHNAR
of the Company’s ordinary shares on last AR 2 R BT E -
trading day immediately before the dates
on which the options were exercised.
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SHARE OPTION SCHEME (Cont’d)

The fair values of share options granted on
10 February 2006 and 30 March 2006
determined using the Black-Scholes
valuation model were HK$1,392,000 and
HK$463,000 respectively. The significant
inputs into the model were as follows:

BRESE (&)

FMAEHHAETEEAFER-ZTZF
“AtHEER-ZEZEXRFZA=Z+tHEHEZ
ERERNFED R A1,392,000% T &
463,000/ - ZiER 2@ AEZMT ¢

Share option grant date

REBRERD

10 February 2006 30 March 2006

—EBAF ZEEXF

—At+H =A=+H
Share price at the grant date R H B BRE HK$0.197% 7t HK$0.327% T*
Exercise price THEE HK$0.20/% 7t*  HK$0.327% T*
Expected volatility & B R tR 73.22% 95.66%
Expected dividend yield TREIfR B & NilE Nil &
Expected life of options T HA R AR R 4 R 1 yearF 1 yearf
Annual risk free interest rate [\ e 5 | & 4.08% 4.12%
* Share prices are consolidated on a one-  * Bin BIRIETRAH R 2 EEEH -

to-ten basis.

The Black-Scholes valuation model requires
the input of highly subjective assumptions,
including the expected volatility of share
price. Any changes in subjective input
assumptions may materially affect the fair
value estimate of the share options.

EHRVRTEEAREFEHFEFTEIEZR
wBERERE - TEEREFUTEK
wEBRE L N TEEMR -
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IAL SHAREHOLDERS

As at 30 June 2006, as far as is knownto RZ-ZZEZXFRNA=+H BEARQEEM
the Directors or the chief executive of the EEHEZETHABMA - L TAL (AR
Company, the following persons (other than B2 EE S FETHAERIN HEBEELR
Directors or chief executive of the IRIEFHLAERIIEI KR IEEFE L
Company) had interests or short positions  ZFiflt 2 kK RE@ERGD P 2 ERIAE
in the shares and underlying share as #1F :

recorded in the register required to be kept

under section 336 of the SFO:

Long position in shares of the Company REXTRGBZRR

Percentage
of the issued
Capacity and Number of share capital
Name Nature of interest Shares held HE BT
&% FORESEE FEROBE REAEIL
Noble Idea Investments Limited Directly beneficially 45,100,000 7.96
(Note ffzF 1) owned
EEERHAA
Choi Kwan Yee (Note ff#t 1) Through controlled 45,100,000 7.96
corporation
BBREEE
High Rank Enterprises Limited Directly beneficially 31,700,000 5.60
(Note fif:F 2) owned
BEERERBEAA
Hero Grand Investments Limited Directly beneficially 30,000,000 5.30
(Note fif:# 3) owned
EEERHAA
Leung Po Wa (Note fif&t 3) Through controlled 30,000,000 5.30
corporation
BBREEE
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SUBSTANTIAL SHAREHOLDERS
(Cont’d)

Notes:

Noble Idea Investments Limited is wholly-

owned by Choi Kwan Yee.

Each of Ho Tsam Hung and Ho Kam Hung,
being the executive directors, is interested
in approximately 31.58% of the issued
share capital of High Rank Enterprises
Limited. Ho Tsam Hung and Ho Kam

Hung are brothers.

On 31 August 2005 and 23 September
2005, a subscription agreement and a
(the

“Agreements”) were entered into between

supplemental agreement
the Company, Hero Grand Investments
Limited (“Hero Grand”) and a guarantor,
namely Leung Po Wa (“Leung”). Both Hero
Grand and Leung are independent third
parties. Pursuant to the Agreements, Hero
Grand conditionally agreed to subscribe
20,000,000 (the

“Subscription Shares”) at a subscription

for new shares
price of HK$0.36 per share, and the
Company conditionally agreed to grant an
option (the “Option”) to Hero Grand at a
price of HK$2,280,000. Pursuant to the
terms of the deed of the Option, Hero
Grand will be entitled to subscribe a
maximum of 57,000,000 new shares (the
“Option Shares”) at an exercise price of
HK$0.38 per share, subject to adjustments,
at anytime from the date of the completion
of the supplemental agreement and up to
31 December 2006. The Subscription
Shares were allotted and issued to Hero
Grand in October 2005.

TERR (&)

M

Noble Idea Investments Limitedf Choi
Kwan YeeZ & # A °

AEERAEEHIRATES S8
High Rank Enterprises Limited 2 2 17 & &
#131.58% 5k © (AR RAEHERLS o

K-PEREN\AZ+—BR-TETHF
hWAZ+=8 ' ARA&FHHero Grand
Investments Limited ([Hero Grand]) & #&
R ALeung Po Wa([Leungl) &7 3 — 3 3R
BHEL—OBREHBE (TZSEHE]D -
Hero Grand & Leung?g BB E =77 - 2
EBZE Wi Hero GrandB KRB 1R R
FE(EF20.36/8 TR #820,000,000 7 ik
([RERHB])  MARAFIRERER
2,280,000/ 7T Z f{E A Hero Grand# i —
THRERRRE ([FEARE]) - REBREREZ
138+ Hero Grand i A 1 7 # 75 1 3 5T X
BEE_ZEEREFT-_A=T—BLH8H
BE B IR 1T (E T PR0.38%8 T (AT FHAE) R
% & % 57,000,0000% #7 B% ([ 88 A% 4 B%
7B - REBROGER-FTETRFTAM
Hero Grandfic 8 2 17 ©
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UBSTANTIAL SHAREHOLDERS
(Cont’d)

On 18 April 2006, Hero Grand served the
notice for subscription of 10,000,000
Option Shares at an exercise price of
HK$0.38. The 10,000,000 Option Shares
were allotted and issued on 25 April 2006.

As at 30 June 2006, Hero Grand was
entitled to subscribe a maximum of
47,000,000 Option Shares.

Subsequent to the balance sheet date, on
11 August 2006 and 22 August 2006, Hero
Grand served notices for subscription of
25,000,000 and 22,000,000 Option Shares
respectively at an exercise price of
HK$0.38. The 25,000,000 and 22,000,000
Option Shares were allotted and issued
on 14 August 2006 and 23 August 2006
respectively. The Option had been fully

exercised.

The above number of shares, subscription
price and exercise price have been
adjusted to reflect the Reorganisation on
27 April 2006.

Save as disclosed above, as at 30 June
2006, no person, other than the directors
of the Company, whose interests are set
out in the section “Directors’ interests and
short positions in shares and underlying
shares” above, had registered an interest
or short position in the shares or underlying
shares of the Company that was required
to be recorded pursuant to Section 336 of
the SFO.
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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”) as set out in Appendix 14 of the
Listing Rules throughout the Period, except
for the following deviation:

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.

NON-COMPLIANCE WITH LISTING
RULE 3.10(1)

Following retirement of Mr. Wong Ting
Kon, the former independent non-executive
director, on 30 August 2006, the Company
has only two independent non-executive
directors and fails to meet the requirement
under Rule 3.10(1) of the Listing Rules
which requires the Company must include
at least three independent non-executive
directors. The Directors will use their best
endeavour to appoint an additional
independent non-executive director to fill
the vacancy as soon as practicable but in
any event not later than 30 November
2006.
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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, 14 September 2006
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