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Condensed Consolidated Income Statement
For the six months ended 30 September 2006

EHOLBRRIEERARAF ([AAF]) #HH
o ([FEREG]) A A 2 R B HLKE 2 A
(IAEH]) BE_FTANFELA=ZFTHIEA
HZRBEZF WA AL A FEELZAY
RMEEMBE _FENFEALH=1HIEANMEH

The board of directors (the “Board”) of China Solar Energy
Holdings Limited (the “Company”) hereby announces the
unaudited interim results of the Company and its subsidiaries
(the “Group”) for the six months ended 30 September 2006. The
interim results for the six months ended 30 September 2006 have

been reviewed by the Company’s audit committee. Z AR -
Six months ended
30 September
BEALA=Z1THI
AN A
2006 2005
Unaudited Unaudited
Notes HKS$°000 HKS$°000
“RENE “ERNE
B REEY
B 7F T# T 5 T
Revenue WA 3 8,419 2,003
Other income HoAth gie A 4 2,647 1,338
Cost of long-term service contracts B IR A A &) AR (6,658) -
Fair value gain on financial assets at ~ Ph/A SRE{E S A HH 45 R 2
fair value through profit or loss/ S RE E 2 A SR EMES
Unrealized gain on trading securities &/ RMEHEF IR 2 %8 %
at fair value 75 5 R 5 B 45 6,161 (3,915)
Staff costs BT WA (12,484) (6,634)
Consultancy expenses B 2 (2,253) (20,502)
Depreciation of property, L/ ERY N & R
plant and equipment (326) (1)
Other operating expenses HoAth 5% 25 BH 57 (11,973) (2,085)
Loss from operations 8 R (16,467) (29,796)
Finance costs Tl & R A S(a) (410) (304)
Loss before income tax B 1 4 BL Bl M 45 5 (16,877) (30,100)
Income tax expense JIT 45 i B 32 6 - =
Loss for the period W i (16,877) (30,100)
Attributable to: HE A% d R
Equity holders of the Company ENGNEIR ECES N (9,940) (30,100)
Minority interests D BB R 4 (6,937) -
(16,877) (30,100)
Loss per share for loss attributable to ] ] A 2 ®] B 22 ¥ 5 A
equity holders of the Company M AN s 31 = 1 B )i 4
for the period
Basic and diluted HEA o 8 (0.26) centsfili (1.09) centsfll

The notes on pages 7 to 27 form part of this interim financial

report.
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CHINA SOLAR ENERGY HOLDINGS LIMITED

4

Condensed Consolidated Balance Sheet

As at 30 September 2006

il B £ 7 B PR R AR
KEEEAELA=+A

At At
30 September 31 March
2006 2006
Unaudited Audited
Notes HKS$°000 HK$°000
R RENAE W EE N
JLHA=+H =H=+—H
P $:7 3 289 %
Kt 7t T T
ASSETS AND LIABILITIES ¥ A & LA
Non-current assets Ik B A
Property, plant and equipment ENY &S 14,540 12,106
Available-for-sales financial assets Al B 2 4 Rl A 9 - =
Goodwill (GRS 140,575 140,575
155,115 152,681
Current assets i W i
Inventories & 10 890 519
Unbilled revenue from long-term IR A %
service contracts P NN 11 6,296 6,858
Financial assets at fair value DL SR B (E 5 A I8 43 IR
through profit or loss 2 4 RlR E 12 23,142 16,173
Trade and other receivables JRE Wi B i S Hopth Bk TH 13 46,414 22,770
Amount due from a shareholder JRE e — o7 JBE AR R I 19,602 15,720
Amount due from a minority JE e — {37 2> BORY R
shareholder A 874 3,908
Tax recoverable AT i E] A TH 674 674
Cash and cash equivalents B4 hBEEEy 100,689 147,419
198,581 214,041
Current liabilities R/ NER
Trade and other payables JREASH W 3 B H At FE AT 3k 14 18,861 29,800
Provision for taxation i, T VE 635 635
Borrowings (=S 15 2,267 3,832
21,763 34,267
Net current assets it By % s A 176,818 179,774
Total assets less current liabilities/ Vol R R R RN
Net assets ¥ e 331,933 332,455
EQUITY B 22
Share capital A 16 37,686 36,326
Reserves Tt 286,463 281,408
Equity attributable to equity ZN/NEGIE: RS RN
holders of the Company JRE A HE 4 324,149 317,734
Minority interests D B SRORE £ 7,784 14,721
Total equity BB 2% 331,933 332,455

The notes on pages 7 to 27 form part of this interim financial

report.

INTERIM REPORT 2006

SR 72 27 2 Wk A ) R R — AR o



2 5l 7 AR YR 8 A PR A ]

Condensed Consolidated Statement of Changes in Equity  fifj BH 4% 5 # £ 58 B 3R

For the six months ended 30 September 2006 BEZFEENFENLA=AH LA
Attributable to equity holders of the Company
AR o iR 454 A KA
Share

Share Share option  Contributed Warrant Accumulated Minority Total

capital premium reserve surplus reserve losses Total interests equity

HKS$'000  HK$'000  HK$'000  HKS'000  HKS'000  HK$'000  HK$'000  HKS'000  HKS$'000

i I B fE YYRK

BeA Bebrint il SARR L Y st Hid Hhig
Tt Fitx T Fitx T Fitx T Fitx F#T

Six months ended BE-ZZHFNAA=TH

30 September 2005 (undited) IEAMEA (REEH)
At 1 April 2005 REEEHENA—H 17,505 463,659 S 59648 S1,001,497) 85,935 - 85935
Loss for the period WiER - - - = - (30,100 (30,100) - (30,100
Warrant reserve arising from IR 17 5B M 1

the issue of the warrants, il 28 4 2 7R A

net of expenses B (B - - - - 24,206 - 24,206 = 24,206
Share option reserve arising TR B8 17 e R A 2

from the issue of T

the Share options - - 24,049 - - - 24,049 - 24,049
At 30 September 2005 REZZFRENA=ZTH 27,525 463,659 24,049 596,248 24206 (1,031,597) 104,090 - 104,090
Six months ended BEZZEAFAA=TH

30 September 2006 (undited) IEAMEA CREF)
At 1 April 2006 \VCEEANENA—A 36,326 735,824 22,569 596,248 23,770 (1,097,003) 317,734 14,721 332,455
Loss for the period ﬁﬂﬂqéﬂ” - - - - - (9,940) (9,940) (6,937) (16,877)
Exercise of warrants 7 8 886 13,278 - - (3,870) - 10,294 - 10,294
Exercise of share options, TT AR IR (AR B 50

net of expenses 474 7,710 (2,123) - - - 6,061 - 6,061
At 30 September 2006 BEZFAEAAZTH 37,686 756,812 20,446 596,248 19,900  (1,106,943) 324,149 7,784 331,933

The notes on pages 7 to 27 form part of this interim financial 557727 H 2 B 5T B A o 0] S R A — AR

report.
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CHINA SOLAR ENERGY HOLDINGS LIMITED

Condensed Consolidated Cash Flow Statement BHESB SR E
For the six months ended 30 September 2006 #BEZFEENFEIA =1 HIEANMEHA

Six months ended

30 September

®HENLA=1THIL
ax i bi|
2006 2005
Unaudited Unaudited
HKS$°000 HK$°000
TREANE “EENE
P E 33 R B
T # T i# T
Net cash used in operating activities R85 B T R B (58,760) (18,267)
Net cash used in investing activities & B B & TR (2,760) (36)
Net cash generated from Rl 3 ) T A5 B 4 R A
financing activities 14,790 10,743
Net decrease in cash and Bl B B4 S A ) kD T AR
cash equivalents (46,730) (7,560)
Cash and cash equivalents W) 2 Bl X B SE )
at beginning of the period 147,419 7,841
Cash and cash equivalents MR 2 Bl I 8l S5 )
at end of the period 100,689 281

The notes on pages 7 to 27 form part of this interim financial B7E27H Z W8 A v A R A — e

report.
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AR KL A% v 91 B 285 e A B
ME=BENENA =+ HILAMHA

Notes to the Unaudited Interim Financial Report
For the six months ended 30 September 2006

BASIS OF PREPARATION

The unaudited condensed consolidated interim financial
statements have been prepared in accordance with applicable
disclosure requirements of Appendix 16 to the Rules
Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited (the “Listing Rules”) and are
compliance with the Hong Kong Accounting Standard
(“HKAS”) 34 “Interim Financial Reporting” issued by the

Hong Kong Institute of Certified Public Accountants.

ACCOUNTING POLICIES

The accounting policies and methods of computation adopted
in the preparation of these unaudited condensed consolidated
interim financial statements are the same as those used in
the annual financial statements for the year ended 31 March
2006 except for Group has not early adopted a number of
new and revised Hong Kong Financial Reporting Standards
(“HKFRSs”, which also include HKASs and Interpretations)
in the current period for the first time as detailed below to
the unaudited condensed consolidated interim financial

statements.

The Group has not early adopted the below standards or
interpretations of HKFRS that have been issued but are not
yet effective and are relevant to the Group on the ground
that the directors of the Company anticipate that the
adoption of such standards or interpretations will not result
in substantial changes as to how the results and financial

position are prepared and presented.

B % e

AR A8 A% T W AR o 0 5 ik 3R T 1%
TR A i W 5 58 o P AT BR A Rl o 2 BT B
HII (T TR R0 L) B % 75 2 78 4 6 41
SE 1T A B> A 7wl A € B A A
ZFE g R (T g Rt el ) 2534
ST FP 1B B i | 2 B

b BOR

A S5 R A A% W) AR o 0 B
M T R AN 2 B R EOR MG SR i B
ERRREZA=Z+—HILEEZHF
J3E B 5 ik 2R ST 1) A R[] » e A 4R R SIS
A S TR A oA 468 8 A2 i B A5 o S0 B 5
FARATE WAR A T8 AT KA 5T & i
S s s ot 1B R 7 ok B 5 i A 2 1 > IR
LIS A s o AR R S i R > AT B R
T oCH B

7 2 1 37 AR 4 I PR Ak AT A 1H ¥ R
AR R HL B AR SR TR B 2 7 i B A
SIS > L T o A 2 ) S T R A
% S E QI e R A B AN I S
AR UL i % B4Rk 07 A B E R A

HER A 2006
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CHINA SOLAR ENERGY HOLDINGS LIMITED

Notes to the Unaudited Interim Financial Report (continued)

For the six months ended 30 September 2006

2

ACCOUNTING POLICIES (continued)
HKAS 1 (Amendment)  Capital Disclosures which is
effective for annual periods
beginning on or after 1 January
2007
HKAS 21 (Amendment) The Effects of Changes in
Foreign Exchange Rates — Net
Investment in a Foreign
Operation which was effective
for annual periods beginning on
or after 1 January 2006
HKAS 39 (Amendment) The Fair Value Option which was
effective for annual periods
beginning on or after 1 January
2006
HKAS 39 & HKFRS 4  Financial Instruments:
(Amendment) Recognition and Measurement
and Insurance Contracts —
Financial Guarantee Contracts
which was effective for annual
periods beginning on or after 1
January 2006
HKFRS 7 Financial Instruments —
Disclosures which is effective
for annual periods beginning on
or after 1 January 2007
HK(IFRIC) — INT 8 Scope of HKFRS2 which was
effective for annual periods
beginning on or after 1 May
2006
HK(IFRIC) — INT 9 Reassessment of Embedded
Derivatives which is effective

for annual periods beginning on

or after 1 June 2006

INTERIM REPORT 2006
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Notes to the Unaudited Interim Financial Report (continued)
For the six months ended 30 September 2006

3 SEGMENT REPORTING

Segment information is presented in respect of the Group’s
business and geographical segments. Business segment
information is chosen as the primary reporting format
because this is more relevant to the Group’s internal financial

reporting.
a) Business segments

The Group is organised into three main business

segments:

Strategic investments and capital market activities:

- Participation in primary and secondary securities
market and provision of capital market advisory
services

Financing:

- Provision of commercial and personal loans

Photovoltaic business:

- Development, manufacturing, marketing and sales
of solar cells, modules and panels for generating
solar electric power and related training and

consulting services.

There are no significant sales or other transactions

between the business segments.

AR KL A T U B 255 i Al B RE )
HEZFENENA=ZAHILAHA

Vg B %

R A A I 2 S B [ ) AT
Bl o F A S 3 AT A A% B T A0 0 A
S S LAEF A ERE R B £ B WOy
=Ko

a) EHIW

A AR ) phy = A8 S S AL AR

W A S B AR T 4 1 )
— ZHEEELREE SRS HE
B I A i 35 ) AR 5

Al 5 -

S E VPN

JeARZEHs

—  KEGRE#E Z R KRG E
Tt~ AL R AR GE 2 B R
FEE B RIS DA

Z 5l B R R 5

S5 73 B ] Sl 4 A B 4 L At 52
5o

RS 2006 9



CHINA SOLAR ENERGY HOLDINGS LIMITED

AR K8 % v 3] B 85 A B )
BEZFEAFAH = A LA AA

Notes to the Unaudited Interim Financial Report (continued)
For the six months ended 30 September 2006

3  SEGMENT REPORTING (continued) 3 A ERE® F)

a) XHHW (&)

a) Business segments (continued)

Six months ended 30 September (unaudited)
BERAZTHIEAMA (REHH)

Strategic investments

10

and capital Photovoltaic
market activities Financing business Unallocated Consolidated
SR BT R
BT 5 ¥ R EH AR A
2006 2005 2006 2005 2006 2005 2006 2005 2006 2005
HK$°000  HKS’000  HK$°000  HK$°000  HK$000  HKS$000  HK$000 HKS000 HK$000  HKS000
CRRFAE CZRAE CRFAE CZTLE CRFAE CZTOF CRFAE CZTAF CRFAE ZZRAE
T Tz Fibr T Tt T Fibn T Tt Tt
Revenue from external KANFEFZ WA
customers 1,204 253 - 1,750 7,215 - - - 8,419 2,003
Segment results AHER 5,246 (24,576) (12) 1,745 (14,047) (8,813) (22,831
Unallocated operating RAREE
income and expenses WA BB % (7,654) (6,965)
Loss from operations LEER (16,467)  (29,796)
Finance costs B AR (410) (304)
Loss before income tax % i 75 i s 4R (16,877)  (30,100)
Income tax expense i 45 B8 B 5 - =
Loss for the period MmER (16,877)  (30,100)
Depreciation for the period o7 8 - 1 - - 326 - - - 326 1

INTERIM REPORT 2006
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Notes to the Unaudited Interim Financial Report (continued) 7 2 4% v 1 B s i B R )

For the six months ended 30 September 2006 BEZFEENFENLA=AH LA
3 SEGMENT REPORTING (continued) 3 SR G
b) Geographical segments b) bl 4 #

The Group participates in two principal economic A A2 T A T A S B A b [ AR 4 o
environments: China and the United States. B Ko 3% Y o
In presenting information on the basis of geographical 15 2 51 3 [ 5 R IRR > 3 B R A 2
segments, segment revenue is based on the country DL € A # B0 L RT R 2 B Sy
where the contract is signed or the order is placed. A

Six months ended 30 September (unaudited)

RELA=ZTHEAWA (REFEH)

Hong Kong Other areas of China United States Consolidated
#ik o S A *H Ba
2006 2005 2006 2008 2006 2005 2006 2005

HKS000  HKS'000  HKS$000  HKS$000 ~ HK$°000 ~ HK$°000  HKS$000  HKS'000
SREAF CITAE CRFAF ZZTAE CRIAF ZETAE ZRIRE CRFLE
T#x  TéEx  T#x  TEx  TEx  Ti#Ex  TE#xL  T#x

Revenue from K BIFER

external ZIA

customers 1,204 2,003 - = 7,215 = 8,419 2,003

Segment results 44 (285)  (18,907) 5,519 (3,924)  (14,047) = (8,813)  (22,831)
RS 2006 11



CHINA SOLAR ENERGY HOLDINGS LIMITED

Notes to the Unaudited Interim Financial Report continued) A< %% 25 2% H 1 B 25 ¥ 45 B 58 o)
For the six months ended 30 September 2006 #BEZFEENFEIA =1 HIEANMEHA

4 OTHER INCOME 4 b A

Six months ended

30 September

BKELHA=THI
AWA

2006 2005
Unaudited Unaudited
HKS$°000 HKS$°000
“EENE —EETHF
P £ P E
T#x T T
Secondment services A R 55 1,679 1,311
Interest income FE WA 965 -
Others HoAty 3 27
2,647 1,338

12 INTERIM REPORT 2006
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Notes to the Unaudited Interim Financial Report cominied) A< 88 25 1% v 3] B 5 e 4 B 5E o)

For the six months ended 30 September 2006 BEZFEENFENLA=AH LA
5 LOSS FROM ORDINARY ACTIVITIES BEFORE 5 BRBLET H %8 i1
TAXATION
Loss from ordinary activities before taxation is arrived at BRLETH S %R ERED %

after charging:

Six months ended

30 September

BEALA=Z1THI
A A
2006 2005
Unaudited Unaudited
HKS$°000 HKS$°000
TREBENE BB N
F3%.273 P
T# T oo
(a) Finance costs: (a) RlEBLA
Interest on bank loans and A FLAE N R 2
overdrafts and other loans SRAT B K I S B
repayable within five years HoAth 8 3 2 B 410 304
(b) Other items: (b) HAhIH H -
Operating lease charges HHYEZRE
in respect of properties [iEN=Ee ! 4,319 214
RS 2006 13



CHINA SOLAR ENERGY HOLDINGS LIMITED

14

Notes to the Unaudited Interim Financial Report (continued)

For the six months ended 30 September 2006

6

INCOME TAX EXPENSE

No provision for Hong Kong profits tax has been made in
the financial statements as the Group either sustained a loss
for taxation purposes or did not earn any assessable income

for the period ended 30 September 2006 (2005: Nil).

No provision for overseas taxation has been made as there
is no assessable profit for overseas tax purpose for both

periods.

As at 30 September 2006, the Group had potential net
deferred tax asset principally resulting from estimated tax
losses. The potential net deferred tax asset has not been
recognized in the financial statements, as it is uncertain that

these tax losses could be utilized in the foreseeable future.

DIVIDEND

The directors of the Company do not recommend the
payment of an interim dividend in respect of the six months

ended 30 September 2006 (2005: Nil).

INTERIM REPORT 2006
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Notes to the Unaudited Interim Financial Report (continued) 7 #2875 A% v B B S R B R )

For the six months ended 30 September 2006 BEZFEENFENLA=AH LA
8 LOSS PER SHARE 8 ) H
(a) Basic loss per share (a) FBEIEA B H
The calculation of basic loss per share is based on the g e = A i 18 T MR B A AR T A =
Group’s loss attributable to equity holders of the ZEENENH =4 HIEASHEHA
Company of HK$9,940,000 (2005: HK$30,100,000) Z AL EHE 4R R A ON AL S 1R
and the weighted average number of ordinary shares 9,940,000% 7T (= F & f 4 :
of 3,724,307,869 shares (2005: 2,752,451,858 shares) 30,100,000 J6) K B #1734 48 B
in issue during the six months ended 30 September 2 JInFET-¥1%3,724,307,869 % (—
2006. TR :2,752,451,858/%) whH -
(b) Diluted loss per share (b) 45 JB Bk ¥ 5 81
Diluted loss per share for the period ended 30 H A P A T 7E 5 28 I LA S
September 2006 is not presented because the effect of B R M R SRR R E N
all potential ordinary shares is anti-dilutive. JUA =+ 1k B 2 A R
e
F R 2006 15



CHINA SOLAR ENERGY HOLDINGS LIMITED

Notes to the Unaudited Interim Financial Report (continued)

For the six months ended 30 September 2006

9 AVAILABLE-FOR-SALES FINANCIAL ASSETS

AR K8 % v 3] B 85 A B )
BEZFEAFAH = A LA AA

9 WM HZEMEE

At At

30 September 31 March

2006 2006

Unaudited Audited

HK$°000 HKS$°000

T ERRANE i EENE

JLA=TH “A=+—H

& 5% B RE

T#7x T it 7T

Unlisted equity securities, at cost FF [T 4% 3% % > #& B4 AR 109,200 109,200
Less: provision for I ek AL 3% A

diminution in value (109,200) (109,200)

10 INVENTORIES 10 &

At At

30 September 31 March

2006 2006

Unaudited Audited

HKS$°000 HKS$°000

R REANE A EENE

JA=1H =H=+—H

& 8% B R A%

T#x T 7T

Finished goods, at cost BT 4T A AR 890 519

16 INTERIM REPORT 2006
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o609 0 o 90 B O A W )
HEZFEANFENA = A HIEAEA

Notes to the Unaudited Interim Financial Report (continued)
For the six months ended 30 September 2006

11 UNBILLED REVENUE FROM LONG-TERM 11 EWRE A &£ ABRIKA
SERVICE CONTRACTS

At At
30 September 31 March
2006 2006
Unaudited Audited
HKS$°000 HKS$°000
RN R_TENF
JLHA=Z1+H =J1=+—H
P33 KE
T # T oo
Costs incurred to date & A B A A
plus recognised profits i 52 T £ 6,296 6,858
Less: Progress billings I < A K - =
Less: Foreseeable losses I - ] TH 5 e 4R - =
6,296 6,858
12 FINANCIAL ASSETS AT FAIR VALUE 12 DA RS A 28 Ik 2 Sk B
THROUGH PROFIT OR LOSS Wi
At At
30 September 31 March
2006 2006
Unaudited Audited
HKS$°000 HK$°000
HFRANE R EINAE
JLUA=TH “HA=+—H
A 5% B KEZ
T # T T
Equity securities listed A e b R R
in Hong Kong, at fair value 2\ S B AR 23,142 16,173
F R 2006 17



CHINA SOLAR ENERGY HOLDINGS LIMITED

AR K8 % v 3] B 85 A B )
BEZFEAFAH = A LA AA

Notes to the Unaudited Interim Financial Report (continued)
For the six months ended 30 September 2006

13 TRADE AND OTHER RECEIVABLES 13 MEWCHR 3k B 3L i I 5k JH

L5 7 T A R R S L A R Wi R T 2 B
W B (2 910 R R SR R O 18 ) < it

An aging analysis of trade receivables (net of specific

allowances for bad and doubtful debts) included in trade

18

and other receivables are as follows:

ST IR

At At

30 September 31 March

2006 2006

Unaudited Audited

HK$°000 HKS$°000

R REANE /I EE 22 AN S

JLH=TH EH=4F—=F

P3$.273 R A%

T # T T

Within 3 months =mA W 582 969

4 to 6 months AN 5| - 1,486

7 to 12 months L&+ H - 20,900

Over 12 months Z I+ A8 H 15,800 13,042

Total trade receivables JRE Wi B K 4 16,382 36,397
Less: Provision for o AR A (M A (D)

impairment (note (i)) - (14,435)

16,382 21,962

Deposits and prepayments w1 4 B TE AT 3K 27,702 808

Other receivables Aty 1 Wi 3K TE 357,002 354,672
Less: Provision for AR B (K A (i)

impairment (note (ii)) (354,672) (354,672)

46,414 22,770
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Notes to the Unaudited Interim Financial Report (continued)

For the six months ended 30 September 2006

13 TRADE AND OTHER RECEIVABLES (continued)

Notes:

(i)

(ii)

Included in trade receivables of the Group are loan receivables
amounted to HK$15,800,000 (31 March 2006:
HK$35,335,000) arising from the money lending business.
The loan receivables are unsecured, interest-bearing at prime
rate plus 5% per annum and with repayment period of 6
months or 12 months from date of drawdown. In respect of
the remaining balance of HK$582,000 (31 March 2006:

HK$1,062,000), billings are normally due on presentation.

Based on the assessment of the recoverability of the
receivables, the directors of the Company are of the view
that none (31 March 2006: HK$14,435,000) of the trade

receivables was impaired.

At 31 March 2006, included in other receivables of the Group
is a balance of HK$350,000,000 representing the unsettled
cash consideration from the disposal of the Group’s interest
comprising 875 fully paid ordinary shares in REXCAPITAL
Infrastructure Limited. Pursuant to the sale and purchase
agreement dated 29 October 2003, the consideration for the
disposal of the Group’s interest in REXCAPITAL
Infrastructure Limited amounted to HK$350,000,000. A full
provision has been made in the financial statements for the
year ended 31 March 2005 in respect of the receivable. As at
31 March 2006, none of the cash consideration of
HK$350,000,000 was settled and there has not been any
subsequent settlement up to the date of approval of the

financial statements for the year ended 31 March 2006.

Also, at 31 March 2006, included in other receivables of the
Group is a balance of HK$4,672,000 representing deposit
paid for exploring potential investment projects. During the
year ended 31 March 2006, such amount was impaired

because of cessation of the exploration.

o609 0 o 90 B O A W )
HEZFEANFENA = A HIEAEA

13 M BBk B Ll M ek L ()

Wit -

(i)

(i)

A A1 R R A R 0, A R SR 7 A
JRE i £ 315,800,000 76 (T F R4
=HA=+—H:35335,000{ ) - %%
JHRE WA B A A i S 1 A R S
SHEFHS > B ECE B RGN EA R+ =
A 15 75 o iR 3K 582,000 G (- FE
ANEZA=+—H:1,062,000% 55) —
TR AE Wi B B S R AT 3K o

AR5 B Wl R I T o [ R R AR > AR A
TR A I SR K — A A R
(ZFFAHE=ZHA=+—H:
14,435,000% 7T) °

MZBEEREZA=+—H AREEE
by JE Wi 5K T AL HE — 2£350,000,000E 7T
A BN A N T S
REXCAPITAL Infrastructure Limited
2 875 L 4 R W 2 I 2 M 4 2 AR R
BHEeRE-RE-EF=4E+A=1I
H 2 & % ek &A% | R
REXCAPITAL Infrastructure Limited
2 i 2 R AE £5350,000,000%5 7C » ik
BEOEZTHEZH=+—H ILFEBHE
R BB A% A K T AR A
- MZFBEANE=ZH=+—H>
350,000,000%5 7t 2 Bl 4 AR 35 A S A5
MAREEE - FR R E=A=1T—H
- 4F 3 BA S ¥R 3R 2 M O A 1k > R R
A AEAT A 3

BRI EERE=ZA=+—H A%
JEH] Al A i K T B 45 — 44,672,000 7T
ZHEER B T T TE 8 TE B AT 2 %
G- BE_EZANEZHA=+—HILF
o | A Y e B E AT B 3% K
HEAEBE -

T 2006
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Notes to the Unaudited Interim Financial Report (continued)

For the six months ended 30 September 2006

14 TRADE AND OTHER PAYABLES

An aging analysis of trade payables included in trade and

AR K8 % v 3] B 85 A B )
BEZFEAFAH = A LA AA

14 ME A Wik B JL il M Ao 5 S

B9 T B AT R R B L At B AT BRI P 2 M

other payables is as follows: o MR 2 MR 88 40 A 4
At At
30 September 31 March
2006 2006
Unaudited Audited
HKS$°000 HKS$°000
R EANE W EFEINAE
JA=1H ZH=ZF—=F
P %2 R %
T # Ttk T
Within 3 months =X (RN 7,304 819
4 to 6 months Y = S E A 489 154
Total trade payables JRE AF B K A 7,793 973
Temporary receipts PNER- I &
from customers 8,184 13,948
Other payables and L At 8 A 3R T K
accrued charges JRE 522 2,884 14,879
18,861 29,800

All the trade and other payables are expected to be settled

within one year.
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Notes to the Unaudited Interim Financial Report (continued) 7 2 4% v 1 B s i B R )

For the six months ended 30 September 2006 BEZFEENFENLA=AH LA
15 BORROWINGS 15 fi £
The borrowings which are repayable on demand are analysed B SRER ST
as follows:
At At
30 September 31 March
2006 2006
Unaudited Audited
HKS$°000 HK$°000
R RRAE /e 22 AN S
JLH=1H ZH=4F—8
P23 R 1%
T # T T T

Loans from securities brokers, LY Y TP

secured A K 2,267 2,802
Other loan, unsecured At A8 > e K - 1,030
2,267 3,832
Loans from securities brokers are secured by certain equity A 78 77 K AL B A T R R R AE
securities. LA
All the borrowings are denominated in Hong Kong dollars. e B3 LA JowTE - 2k B & 7 KA 2 K
Loans from securities brokers are interest-bearing at prime I 42 fox A BRI 2000 3B 2 4 B R, o HoAh
rate plus 3% per annum. Other loan is interest-bearing at R L T SRAT A BR A A
3% per annum over the prevailing prime lending rate offered Z BUAT B B BRI RN 3 2 AR BEHE

by the Hong Kong and Shanghai Banking Corporation

Limited.
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Notes to the Unaudited Interim Financial Report (continued)

For the six months ended 30 September 2006

AR KL A v U S 255 i o B RE o)

#HE_FENFNLHA =1 HILANEA

16 SHARE CAPITAL 16 A
At At
30 September 31 March
2006 2006
Unaudited Audited
HKS$°000 HKS$°000
T ERENE R EEINE
JLA=TH “A=+—H
F3%:23 RER
T # Tt T
Authorised: B B
Ordinary shares of T R M {E0.01%5 7T
HK$0.01 each 2 %0 1,000,000 1,000,000
Issued and fully paid: BT B S B
At 1 April 2006/ e A
2005 ZERERAEM A —H 36,326 27,525
Placing and subscription Wi B M iR - 2,568
Acquisition of subsidiaries s i B Ja 2 ) - 6,000
Exercise of share options A o i J 474 185
Exercise of warrants Ay 18 0 i e 886 48
37,686 36,326
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Notes to the Unaudited Interim Financial Report (continued)

For the six months ended 30 September 2006

o609 0 o 90 B O A W )
HEZFEANFENA = A HIEAEA

17 SHARE OPTION SCHEME 17 Y JBeHE st 3

At At

30 September 31 March

2006 2006

Number Number

B RENE W FEENE

JA=TH = =+—H

B H HH

At 1 April 2006/ B BENES

2005 ZRLHAEMA —H 358,217,006 101,517,006
Granted % - 275,200,000
Lapsed PN - —
Exercised B 47 (47,400,000) (18,500,000)
310,817,006 358,217,006

T 2006
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Notes to the Unaudited Interim Financial Report (continued) 7 28 4% b 1 B S B R )

For the six months ended 30 September 2006 #BEZFEENFEIA =1 HIEANMEHA
17 SHARE OPTION SCHEME (continued) 17 W Jbe st 30 (ze0)
The exercise price and exercisable periods of the share i e HEE 2 A AR S AT A

options are as follows:

At 30 September At 31 March
2006 2006
B REAE RFEANE
AA=+H =HA=+—H
Exercise Exercise
price price
Number per share Number per share
BH SRATHEM BH BRATHEE
Exercise period: 71 -
2.1.2004 - 1.1.2014 —EETNEFE-AZHE
ZE-E—-A—H 16,117,006 0.1600 16,117,006 0.1600
20.12.2004 - 19.12.2014 —ZFZWEF+_H_+HZE
—E-NEFZH A 62,300,000 0.0880 85,400,000 0.0880
27.6.2005 - 26.6.2015 “EEEEAAZTERE
ZE-RESAZFTAH 84,100,000 0.1660 85,200,000 0.1660
20.7.2005 - 19.7.2015 “ERTAELA AR
“EZ—-nHEELATIHA 148,300,000 0.1660 171,500,000 0.1660
310,817,006 358,217,006

24 INTERIM REPORT 2006



2 510 7 AR YR 5 A BR A W]

Notes to the Unaudited Interim Financial Report (continued)

For the six months ended 30 September 2006

18 CAPITAL COMMITMENTS

As at 30 September 2006, the Group had the following

capital commitments:

(1)

(ii)

The Group has entered into a contract with a company,
in which a director of the Company has equity interest,
for the purchase and installation of certain
manufacturing equipments which are used/to be used
in a long-term service contract. The amount of the
purchase contract is approximately HK$43,014,000
and other associated charges relating to the contract
which are to be billed on labour and material basis is
HK$3,100,000. As at 30 September 2006, aggregate
of HK$13,431,000 (31 March 2006:

HK$5,619,000) in relation to the contract have been

costs

incurred by the Group.

Pursuant to the signing of two joint venture agreements
by a subsidiary on 10 January 2005, the Group is
required to make capital contribution of approximately
HK$15,500,000 (US$2,000,000) and HK$988,000
(US$127,500) respectively. As at 30 September 2006,
the Group has made such capital contributions of
approximately HK$2,325,000 (US$300,000) (31 March
2006: HK$/USSNIL) resulting that the amount of
commitment arising from such joint venture agreements
by a subsidiary was approximately HK$13,175,000
(US$1,700,000) and HK$988,000 (US$127,500)

respectively.

o609 0 o 90 B O A W )
HEZFEANFENA = A HIEAEA

18 ¥ A RE

MREERENA=ZTH AEFHZEA
ARGEANR ¢

(1)

(ii)

AL B — A R (AN F #E B
B %A AR o E R T
AR R L G K A E
R R R IR B S A
WE G X2 &R F43,014,000%
JG - 1M A #9422 3 At AR B 2
T4 TR FM B AR S8
3,100,000%5 7G o J& —FF N4E L
=tR o AEERAERAEHELLZ
A A 4 15 13,431,0009 00 (%
FEXRFEZH=1+—H:5,619,000%

JG) °

R4 — P B o A W) I B AR —
A+ HEB WG58 R A%
[ 78 43 7l i & %9 15,500,000% 76
(2,000,000 Jt.) % 988,000 7t
(127,500 70) A =R F N4
H=E+H> ALHEHE#2,325,000
Wt (300,000%76) (= FFENFE
SHA=+T—H:FWiK, Ex) K
i — Y B G 2 ) R 5% A T R R I
Z 4B 55 13,175,000 o6
(1,700,000 Jt.) % 988,000 &
(127,5003% J0.) -

T 2006
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CHINA SOLAR ENERGY HOLDINGS LIMITED

Notes to the Unaudited Interim Financial Report continued) A< %% 25 2% H 1 B 25 ¥ 45 B 58 o)
For the six months ended 30 September 2006 #BEZFEENFEIA =1 HIEANMEHA

19 CONTINGENT LIABILITIES AND LITIGATIONS 19 A A HE KRB

On 21 September 1999, a former director of the Company, R—ILILIVEILA Z+— H > KA\ Z A
Mr Wong Chong Shan, commenced proceedings in the A3 3 A L e 2R P A B 4R ) AR
High Court against the Company claiming a sum of 75 ) 218 4 365,000,000%5 7T © 5 Al 156
HK$5,000,000. Mr Wong Chong Shan alleged that he paid A E B IR — LB N A AR A L A [
the said sum on the Company’s behalf in August 1997 to a 5 =05 AT LRI B i A A
third party as deposit and that the Company failed to make 7 A 1) A 7 % 4P T - B S 7 25 e AT B
repayment to him. The directors have considered the matter HEHEZ WRARREANLEE R ZFEER
and are of the opinion that since no positive steps have AN T A8 31 AR A TR I A PR A T ) A
been taken by Mr Wong Chong Shan to proceed with the T B O 280 5 A B A A A B R R P A
action since June 2000, it is not necessary at this stage to i A

make a provision in the financial statements for these

proceedings.
20 RELATED PARTY TRANSACTIONS 20 BHREN RS
Particulars of related party transactions are as follows: BEN L3S 27 BT
Six months ended
30 September
BELA=Z1THIL
ax : bil
2006 2005
Unaudited Unaudited
Notes HKS$°000 HKS$°000
BB R E
& 5% B E A
it it T#7x T it 7T
Interest expense F B BH 32
— other loans, unsecured — Hofh B 3k (M HE ) (a) - 101
— other loan, secured — HAth &3k (K #7) (a) - 17
Research and development T 5% BH 32
expenses (b) 1,036 -
Secondment fee income R EA PN (c) 1,679 1,311
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Notes to the Unaudited Interim Financial Report (continued) 7 #2875 A% v B B S R B R )

For the six months ended 30 September 2006 BEZFEENFENLA=AH LA
20 RELATED PARTY TRANSACTIONS (continued) 20 BHREN RS ()
Notes: Bif 7t -
(a) During the six months ended 30 September 2005, a short- (a) MWMEFEHNENLA=1+HIEAMA
term loan was advanced to the Group by a related company — M B A R (A A — 44 il 2 55 iR 4
in which a former director of the Company has equity. The O FIBEAT JROME) 1) AR A T o e R
loan due to this related company is interest bearing at prime JRE 5 3 T UHb IR A ) 2 AR O 1
rate plus 3% per annum. RMIE 2 F B -
(b) The Group has entered into research and development (b) A [ B — [ R A B ST L T K R
agreement with a related company in which a director of the Tk > AR 7 — 4 B SRR AT R A
Company has the equity interest. A] B o
(c)  Secondment service income were derived from secondment of (c) 5 5 R B W A T 208 1 1) — [ B N ] 4
staff to a related company in which a former director of the LA T BT RES - T A 5 1 — 4 i R
Group has equity interest. FEAT 5% B A W) 22 JOhE -
21 PLEDGE OF ASSETS 21 ¥R
As at 30 September 2006, trading securities with market B ERERNENILAZ+FH WA
value of HK$28,099,000 have been pledged to secure 28,099,0007C 2 2 5 7% 75 O AF #64 » A
other loans granted to the Group (31 March 2006: BUR TAEE 2 KA SR (ZFTARE=
HK$16,173,000). H=+4+—H:16,173,000i Jt) °
F R 2006 27
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Management Discussion and Analysis

BUSINESS REVIEW AND PROSPECTS

The segment results for current period for the strategic investments
and capital market activities, financing business and photovoltaic
business (before minority interests) contributed to profit of
HK$5,246,000, loss of HK$12,000 and loss of HK$14,047,000
respectively. The total operating result for the group for current
period before minority interests contributed to a loss of
HK$16,877,000. After taken into account of the loss for the
photovoltaic business of HK$14,047,000 for current period and
the staff and consultancy expenses of HK$24,049,000 arising
from the recognition of share-based payment under share options
scheme for last period, the loss comparable for current period
and last period were HK$2,830,000 and HK$6,051,000
respectively. The loss for current period was in fact reduced when

compared with that of last period.
Strategic Investments and Capital Market Activities

During the period under review, Hong Kong’s equity market
witnessed a robust growth on the back of strong economy in the
Greater China. As such, the securities investments activity recorded
positive result for the current period. Nevertheless, result for the
corporate finance business did not improve mainly due to fierce
competition and lack of resources. In the coming year, with the
benefit from the continuing economy growth of Hong Kong and
China, it is believed that securities investments will continuously

contribute to our group.
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B PR ks e a3 A

5 05 1ol L B i S

A A ] - SR M 1 R A T 45 T )
W FOCRZERS (B b BURSRBE 45 /) 2 4
2B A Ak B R 5,246,000 0T~ G 4E
12,0009 JC X 5 1814,047,000% It » it 4 11
fH > A 2 ) Bk /0 UM ROHE 4 i A0 S AR AR
A 5 1816,877,0008E IT © 48 5+ A A 1] ] 64k
114,047,000 70 S b — {1 19 [H] e 52 15 A
HE S B E N AR O 2 BB S AT BT E AR
24,049,000 76 B T K i [ BH 5> A< B H] 2 b
— {IE] $11 [ W] LE e 48 43 5 2 2,830,000 7T K
6,051,000 7C o Bl _E — 18] J1 [H] A L A 30 ] s
BERELEDED-

SR Wi DA B BE Ko BE AR i B3 35 )

R Il A N> p A K A R A A R
T 5 ) BLIR B 3E R o R U W R BT B R A
JUY [H] 15 I THD AR < IR T > £ SE B SE S 2 K
A0 A o A PR MO S B 2 B IR TR
TR AR — 4> 52 A 7 o B B R 2 R AR
oo AR A8 25 15 BN AR A T A R A A B K -



Management Discussion and Analysis (continued)

Financing Business

During the period, due to the tight credit control policy, demand
on the financial needs by the market participants decreased. Also,
due to the fact that company concentrated most of its internal
resources to support its newly acquired business, i.e. photovoltaic
business, turnover for this segment was recorded HK$Nil (2005:
HK$1,750,000).

Photovoltaic Business

For the year ended March 31 2006, the photovoltaic business
loss was less significant due to the fact that it only reflected 2
months of results of the acquisition of Terra Solar Global Inc
(“Terra Solar”). The acquisition of Terra Solar was completed at
the end of January 2006 and therefore, the result of the past
period accounted for only two months of operation whereas the

period under review accounted for the entire six months.

After the acquisition of Terra Solar, our Group focused on resource
optimization through restructuring and streamlining of overhead

expenditures.

Looking Ahead

The photovoltaic industry has tremendous growth opportunities.
The global photovoltaic energy industry has grown at a CAGR of
27% since 1985, with growth accelerating to 37% over the last
decade. This growth rate will be maintained through the end of
this decade as governments extend subsidies to reduce greenhouse
gas emissions. Renewable energy is here to stay. While solar energy
accounted for less than 0.1% of electricity generated globally in
2004, and is likely to remain a relatively marginal contributor to
the overall renewable energy mix. We believe that its high growth

prospects make it a viable component of any investment strategy.

T BHLRE w ww  arT )

o 3 B

WA BN EAT R 2 B EREEOR . T2
B3R S OR D o A R AN R
LR 3 79 8 U S R T i I . (RO
RER) - AR EERETR T (CEERL
4£:1,750,000% JG) ©

X R 32 #

BEEENAEZH = F—H IR HR G
R ZET e R A% L Wi i Terra Solar Global Inc
([ Terra Solar]) Z Wifl A 3£ 45 ik 830 A
R W M Terra Solar—F O i R L N4 —
JVJE 58 1 TG - b — R ] 2 SESR At AW
D¢ RN RN U i N VA 1]
HZ &

AW HE Terra Solarf® » A< 4 8] 48 w375 it 71 40 I
I 9 48 P B S DUE AL B R -

Je 2R K

TR AT R AR R A — L\T
AEE - ARG AR RE TR 3E DL 1 5 0 R %27 %
o VIR LT EFE IR ARMRE37% o BRI
A 0 3 9 A 2 9 PR = SR U T -
I 38 = A 5 T A A A A o P2 RE R WD R A
JE& o ik — F A VU AR K By BE A 4 BRI AR E 2 B )
DIR0.1% - FHEHA B R 1A RE YR AL & > W e
A A D BN o AR A R AR AR DEAR S 2 i 1
1= i) 37 28 5 A ) 45 S o

RS 20006
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Management Discussion and Analysis (continued)

Terra Solar is a pioneer in the field of thin film a-Si PV technology
with over 30 years of research and development experience in
thin film production equipment. As an expert in the thin-film PV
industry, Terra Solar possesses the IP rights and low cost

production know-how in thin film a-Si PV production technology.

After we acquired Terra Solar, we restructured and consolidated
our assets and we refocused on our core competencies, with a
goal of commercializing Terra Solar’s advanced research and
technology in thin film a-Si PV technology. With the impact of
the thin film a-Si industry alliance and China Solar’s strong
networking capabilities in Greater China, we have successfully
manufacturerd a fully automated production line in creating a
new generation of thin film a-Si module — “Vetrogrid”. We will
provide “Vetrogrid” production equipment to our OEM partners
in Greater China. Each manufacturing production facilities will
be owned and operated by our OEM partners. We will have the
first right to purchase part of or all the finished modules
“Vetrogrid” from these OEMs and distribute to the market
worldwide. This low capex business model gives our Group large

production capacity with minimal financial risk.

With the help of our Taiwanese equipment manufacturer — Chinese
United Semiconductor Equipment Manufacturing Inc, (“CUSEM”),
we have upgraded our “Vetrogrid” production equipment with
fully automated systems. Our advanced new generation
“Vetrogrid” production equipment has the advantages of (i)
increasing output production capacity, (ii) improving conversion
efficiency, (iii) improving manufacturing yields and (iv) reducing

production costs.

Building Integrated PV systems (“BIPV”) is among one of the
fastest growing sectors in the PV industry and it is a widespread
application of thin film a-Si PV technology and our Company
sets its aim to become the leading supplier of new generation thin

film a-Si module — “Vetrogrid”.
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Management Discussion and Analysis (continued)

We expect significant growth in the solar industry which is mainly
driven by favourable government policies on alternative energy.
We are confident that with our improved automated thin film
a-Si manufacturing equipment, our Group can quickly capture a
huge portion of the PV market share which is one of the fastest

growing industries in the renewable energy sector.
FINANCIAL REVIEW

Results

For the six months ended 30 September 2006, the Group recorded
a turnover of HK$8,419,000 (2005: HK$2,003,000). Loss
attributable to equity holders of the Company was HK$9,940,000
(2005: HK$30,100,000). The basic loss per share was HK0.26
cents (2005: HK1.09 cents) and the diluted loss per share for
2006 and 2005 were not applicable.

Liquidity, Financial Resources and Funding
At 30 September 2006, the Group had net assets of
HK$331,933,000 (31 March 2006: HK$332,455,000).

At 30 September 2006, the Group had a total of HK$100,689,000
in cash and cash equivalents (31 March 2006: HK$147,419,000).
Most of the cash reserves were placed in Hong Kong dollar short-
term deposits with major banks in Hong Kong. The decrease in
the cash balance was mainly due to the increase in the cash
outflow for the operating activities. Included in the cash outflow
for the operating activities, approximately HK$24,000,000 was
paid to manufacturer as deposit for the purchase of the

components of machinery.

T BHLRE w ww  arT )

F R 52 A M) 2 BUR 5 ACRE IR B B> AR 28+
T B REAT S50 & R 3 = - IR AL el AR
< B I &5 1 1 R R R A SR AR AR AT
TP B IRAT 36 P 3 R R Pt 2 Herp — R G800
ARTIT 855 v 2 T A JRE A £ B8

S 5 ol

E 3

REE EENENA =T HIEANEA > A%
Mo ¥R 58,419,000 ot ( mFEE N
422,003,000 7C) o A% 23 T HE fi RE A A E AL
i 18 2 9,940,000 ot (= F F A
30,100,000%% J0) o B i FE A i 45 25 0.26 5 Il
(BT HAF1.09WAN) - 11 ZFF R K
TR IAE 2 1 W Y R o

REBEE - WMHEEWLE S

A CERFENREIA =T H ALEE & EFE
$5331,933,000% 00 (. EENE = =+ —
H 332,455,000 JC) -

A TERFENREIA =T H AL A K&
EAEY 3L 15 100,689,000% 00 (B RIS =
H=+—H:147,419,000% JC) - K H #H 4
it #5 LA s 0 e 3 A 3 2 A O A s B AR
AT o B4 45 B 0 32 B o 7 AR T B BB U
0 o AR S B B e Ut > £924,000,0007
TG B S T A E T A A T A AR A 2
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Management Discussion and Analysis (continued)

As at 30 September 2006, the Group had outstanding secured
loans of HK$2,267,000 (31 March 2006: HK$3,832,000). The
loans were denominated in Hong Kong dollars and interest bearing
at prevailing commercial lending rates. These loans were used to

finance the Group’s operations.

The gearing ratio of the Group decreased to 0.7% as at 30
September 2006 from 1.2% as at 31 March 2006 (it is derived by
dividing the aggregate amount of borrowings by the amount of
shareholders’ equity). The liquidity ratio of the Group, represented
by a ratio between current assets over current liabilities, was
912% (31 March 2006: 625%), reflecting adequacy of financial

resources.

The indebtedness of the Group decreased by 41% from
HK$3,832,000 as at 31 March 2006 to HK$2,267,000 as at 30
September 2006. Of the total debts outstanding as at 30 September
2006, all of them are due within one year (31 March 2006: all of

them are due within one year).

Taking into account the financial resources available to the Group
including internally generated funds and available facilities, the
Group has sufficient working capital to meet its present

requirements.
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Management Discussion and Analysis (continued)

Funding Strategy and Foreign Exchange Exposure
To manage the risk associated with an uncertain market
environment, the Group pursues a funding strategy of using equity

as far as possible to finance long-term investments.

The business transactions of the Group are mainly denominated
in Hong Kong dollars and US dollars, the exchange rate of Hong
Kong dollars and US dollars were relatively stable during the
period, therefore, the Group was not exposed to material exchange

rate risk.

Share Capital Structure

During the period, the Company issued 135,950,000 shares due
to the exercise of 88,550,000 warrants and the exercise of
47,400,000 share options. As at 30 September 2006, the
outstanding 2007 warrants conferring rights to subscribe up to

HK$52,942,400 in aggregate for 456,400,000 shares.

Material Acquisition and Disposal of Subsidiaries
There is no material acquisition and disposal of subsidiaries during

the period.

Capital Commitment
As at 30 September 2006, the Company did not have any material

capital commitment.

Charges on the Group’s Assets

As at 30 September 2006, the Group’s trading security with market
value of HK$28,099,000 have been pledged to secure other loans
granted to its subsidiary (31 March 2006: HK$16,173,000).

T BHLRE w ww  arT )

ik B SR s B A B B I8

I 2 ) S WY B T LT 8 % 2 TR > A S 2
BRI AE A 2 B O B B R E TR &
4o

A B SEH5 A2 by T DA o K SR AT > T
Ak TT M 5% T 2 B A SRR - A > AS 4R 1
Slf7 40 T 3 F K A BEE JL B

JBE A &5 W

WA R 88,550,000 B RE fE RE K
47,400,000 i IR AREREAT 6 > B A 20 W] 2 84T
135,950,000 g {3 o A —FFEANFEILA =+
Ho i R ATl 2 =% L AR 5 R HE 7 It T
T e A 452,942,400 9T 2 456,400,000
B 473 o

K i R i B B )R A W
ST 1A ST B A S M R YR 4 D

B AR RIS
B ZERNENA =+ B AL A AT AT
KEARRIE

4 1 % A S

B EENENA ST H AL E Y
28,099,000%k 7T 2 3¢ &) % 75 T AEHCHR » DLAEEL
7 HHHE A B 2 HAh &R (BT ARNFE=NA
~+—H:16,173,000% JC.) °
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Management Discussion and Analysis (continued)

Contingent Liabilities

On 21 September 1999, a former director of the Company, Mr
Wong Chong Shan, commenced proceedings in the High Court
against the Company claiming a sum of HK$5,000,000. Mr Wong
Chong Shan alleged that he paid the said sum on the Company’s
behalf in August 1997 to a third party as deposit and that the
Company failed to make repayment to him. The directors have
considered the matter and are of the opinion that since no positive
steps have been taken by Mr Wong Chong Shan to proceed with
the action since June 2000, it is not necessary at this stage to

make a provision in the financial statements for these proceedings.

Human Resources

As at 30 September 2006, the Group had 25 full time employees.

The Group remunerated its employees mainly based on the
individual’s performance and experience. Apart from the basic
remuneration, discretionary bonus and share option may be
granted to eligible employees by reference to the Group’s

performance as well as individual’s performance.
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Management Discussion and Analysis (continued)

DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS

As at 30 September 2006, the interests or short positions of the
Directors and chief executives 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 (the “SFO?)) as recorded in the register maintained 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:
(i) Long Position in the ordinary shares of HK$0.01

each (“Shares”) in the Company

Name of Director Number of Shares

Type of interest

O BLLRE i Mo BT )

WA R L EATBON H 2 HE

MEEERENA=Z+HEREREETHA
BA AR 2> B CH AT (AR B o B (R 28 L 77 %
W B pRp (TR MR R ) BXVER) 2 5
73~ AR S A7 B o B A AR R R O M
e 32 R BRAE A N RIfF B 2 A1 2
i R B b T B AT N T R R
38 by W BRHE S R ([ARAESY [ L) ZH A & A 2+
LA e o A BRA R ([BsCn ) 2 HE
i IR AW

(1) A 2 vl 4 B i A 0.01 9 T Z ¥ i
e (TIBedy ) 2% £

Percentage of issued

share capital

E ¥ ety B H R RN s RAn 2k
Dr. Zoltan J. Kiss 620,000,000 Interest in controlled 16.45%
(Note a) corporations
(Mfita) 2 RS IR 4
Pierre Seligman 34,700,000  Beneficial owner 0.92%
(Note b) E A N
(Kt atb)
Chu Chik Ming Jack 1,000,000  Beneficial owner 0.027%
KA (Note ¢) HE##EA A
(Ffatc)
Chan Wai Kwong Peter 500,000  Beneficial owner 0.013%
B 25 0 (Note d) E A N
(Kt atd)
Notes: it t
a.  These shares are held by Mulitchannel Investments Limited a.  ME Bt Flytech Holdings Limited

which is the wholly owned subsidiary of Flytech Holdings
Limited which was wholly owned by Dr. Zoltan J. Kiss.

Z A& % M8 A W Multichannel
Investments Limited®f 17 o Flytech
Holdings Limited i Dr. Zoltan J. Kiss
A
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Management Discussion and Analysis (continued) & B & i S 43 Mt )

b. Mr Pierre Seligman is beneficially interested in 24,700,000 b. Pierre Seligman A4 T 4 ¥ A A 28 7l 1%
options granted by the Company and 10,000,000 shares in th 2 24,700,00017% 8§ iz HE K& A< 24 )
the Company. 10,000,000 % A% 14

c. Mr Chu Chik Ming Jack is beneficially interested in 1,000,000 c. RAE WY SR A B AR M OA A A R
options granted by the Company. 21,000,000 1 % HE o

d.  Mr Chan Wai Kwong Peter is beneficially interested in d. W 7% Ot 58 A= B 4 B AT A 7] 500,000/
500,000 shares in the Company. JB Ay

Save as disclosed above, as at 30 September 2006, none of the Br B SCRT$ e # Ah s I ZEEARNFEIL =+
Directors of the Company had any interests or short positions in o AR 23 ) 45 o AR I AR 2 ) sl G A T AR T
the shares, underlying shares or debentures of the Company or 2 (G 55 R 2 O B R0 5B XVIER) 2 i
any of its associated corporations (within the meaning of Part 5%~ AH B B 103 ok Aot R RE P A AT ] ZERC B A AR
XV of the SFO) as recorded in the register required to be kept PE 78 I SO BB W 26 35240 B AT 2 4 il 1 2 HE
under Section 352 of the SFO or as otherwise notified to the i BCIR A B 5 A R S HI ZEUR A 4 ] R
Company and the Stock Exchange pursuant to the Model Code. BT 2 HE £ IR A o
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SHARE OPTIONS Jilk JBE B

The movements in the share options granted under the share AR EENENA T HIERNEA RE
option scheme adopted by the Company on 29 July 2002 (the ARAFARZEEZELH LR R 2 I
“Scheme”) during the six months ended 30 September 2006 are MEFE®] ([RZFH8 ) 52 2 EIRRE 2 s B n T

shown below:

At Granted  Exercised Lapsed At30  Date of Exercise
Category of 1 April during during during  September  offer to price per
participant 2006 the period  the period the period 2006 grant options share  Exercisable period
J# 1
“ERNE ZERANE O RBHER D
SEARW MA—H  WegEs  WeaE BRER RAZTE B BRATEN  WAEMA
DIRECTORS # ¥
- Pierre Seligman 23,100,000 - - - 23,100,000  25/1172004 0.088  20/12/2004 - 19/12/2014
1,600,000 - - - 1,600,000  22/6/2005 0.166  27/6/12005 - 26/6/2015
- Chu Chik Ming Jack 1,000,000 - - - 1,000,000  22/6/2005 0.166  27/612005 - 26/6/2015
— KM
- Chan Wai Kwong 500,000 - (500,000) - - 221612008 0.166  27/6/12005 - 26/6/2015
—BAE
OTHER ELIGIBLE 16,117,006 - - - 16,117,006 22/12/2003 0.160  2/1/2004 - 1/1/2014
PARTICIPANTS
ENEEN L U
62,300,000 - (23,100,000) - 39,200,000  25/1172004 0.088  20/12/2004 - 19/12/2014
82,100,000 - (600,000) - 81,500,000  22/6/2006 0.166  27/6/12005 - 26/6/2015
171,500,000 - (23,200,000) - 148,300,000  22/6/2006 0.166  20/7/2005 - 19/712015
358,217,006 ~ (47,400,000) - 310,817,006
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Management Discussion and Analysis (continued) o PG B Em M T )

SHAREHOLDINGS OF OTHER SHAREHOLDERS T B 55 BE 2% 2 i B 3R B B
WITH NOTIFIABLE INTERESTS

As at 30 September 2006, the interests or short positions of the AT EENENAZTH LT A LR AT
following parties in the shares of the Company as recorded in the T 53 o A R s e T ) 1 A6 19 4 336 M B T

register required to be kept by the Company pursuant to Section BMIEARNTIGEE Y 2 E SR T
336 of the SFO were as follows:

Long Position in the Shares BBy 2 WA

Percentage of
Name of shareholder Number of Shares  Type of interest issued share capital
JBe 3 44 1% ety B H R 0N IR E T ¥ N g
Multichannel Investments Limited 620,000,000 Beneficial owner (Note a) 16.45%

Ha AN (M ita)

Mirea Asset Global Investment 213,760,000 Beneficial owner 5.67%
Management Limited Ha A A
Bookmark Technology Limited 192,000,000  Beneficial owner (note b) 5.09%

Ha AN (Batb)

Notes: B 7 -

a) Multichannel Investments Limited is wholly owned by Flytech a) Multichannel Investments Limited i Flytech
Holdings Limited which was wholly owned by Dr. Zoltan J. Kiss Holdings Limited4: % #E 47 - MM Flytech
who was taken to be interested as disclosed in the paragraph headed Holdings Limited Il 41 I 3¢ [ 35 g5 Jz - 8247 L
“Directors’ and Chief Executives’ Interests in Securities” above. N B 2 3% %5 0t ] — BOUr B 88 k81 % i Dr.

Zoltan J. Kiss® &G #EA °

b) Bookmark Technology Limited is wholly owned by Ms Nina Kung. b) Bookmark Technology Limited %} 3 .0 % +
B PEAT o
PURCHASE, SALE OR REDEMPTION OF THE W L~ B O Wl R A ) bl R

COMPANY'’S LISTED SECURITIES

The Company and its subsidiaries have not purchased, sold or ANT BB A R RS B ENENLA S
redeemed any of the Company’s listed securities during the six B AR R i I (] AR B
months ended 30 September 2006. AT T o
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Management Discussion and Analysis (continued)

MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS

The Company has adopted the Model Code set out in Appendix
10 to the Listing Rules as the code of conduct regarding securities
transactions by the directors. All directors have confirmed,
following specific enquiry by the Company, that they have
complied with the required standard set out in the Model Code

throughout the six months ended 30 September 2006.

AUDIT COMMITTEE

The audit committee comprises the three independent non-
executive Directors. The audit committee has reviewed and
discussed with the management the accounting principles and
practices adopted by the Group and discussed internal controls
and financial reporting matters including a review of the unaudited

interim account for the six months ended 30 September 2006.

REMUNERATION COMMITTEE

The Remuneration Committee of the Company was established,
with specific terms of reference in compliance with the Code of
Corporate Governance Practices as set out in Appendix 14 to the
Listing Rules. The Committee is responsible for making
recommendations to the board on the Company’s policy and
structure for all remuneration of directors and senior management
and to determine the specific remuneration packages and

conditions of employment for the directors.

T BHLRE w ww  arT )

g A7l 2 2 B B S

AR F) PR AR LT RE BB Bt P R A e s
HI AR R AT SR 00 2 R MEHI - 22 i
KON TR E A AR D AR R
TRANFEIH Z+ H AN A — B P EEE
ST R 2 B e

L2 %384
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7 B O S B o A B w A B R AR 2 o
a I S AR DA% A S B A T R R
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AR Z KT P WIRHA -

WMZEH G

Aoy T E ST N 2 B g LI A R AT S b
TS FU) BRS 5k 1 DU iy 2 A S I R ST I 2 A
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Management Discussion and Analysis (continued) o PG B Em M T )

CODE ON CORPORATE GOVERNANCE PRACTICES ot S kS |

None of the directors is aware of any information which would S FRAT AT R w] G B R A | iR
reasonably indicate that the Company is not, or was not, AN DS 1 N =67 R S L i S U
throughout the six months period, in compliance with the Code Bk I T 2 A SR RS R M ST R SC
on Corporate Governance Practices as set out in Appendix 14 to A4 A B JEAT E R R AR I BT K
the Listing Rules, except that Code Provision A.4.1 requires that JR R AT 2 BLEBR Ao HAT > FE AT E

non-executive directors should be appointed for a specific term, I [ AT 0 ME AR IR A W A0 R A AN R 2
subject to re-election. Currently the non-executive directors are IR AR & B (AR

not appointed for a specific term, but are subject to retirement
by rotation at the Company’s annual general meeting as specified

in the Company’s bye-laws.

By order of the Board AR g

Pierre Seligman oA

Managing director Pierre Seligman

Hong Kong, 20 December 2006 Tl " EEARET A A

40 INTERIM REPORT 2006



