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UNAUDITED INTERIM RESULTS

The Board of Directors (the “Directors”) of
Zhong Hua International Holdings Limited
(the “Company”) would like to announce
the unaudited consolidated results of the
Company and its subsidiaries (collectively
the “Group”) for the six months ended 30
June 2007 (the “Interim Results”), together
with the comparative figures for the
corresponding period in 2006, as follows:

CONDENSED CONSOLIDATED
INCOME STATEMENT
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For the six months ended 30 June
BEXRAZTHLXEA

2007 2006
ZEELE ZTTRE
(Unaudited) (Unaudited)
(REER) (REER)
(Restated)
(E31)
Notes HK$/000 HK$000
i 3% THT FHT
CONTINUING OPERATIONS BHELEER
Revenue HEE 2 6,577 6,223
Cost of sales HERAK (2,157) (2,828)
Gross profit B 4,420 3,395
Other income H g A 2,095 1,048
Administrative expenses TR X (7,398) (7,109)
Other operating expenses, net Ep@erRY 38 (1,875) -
Finance costs BBER 3 (1,211) (1,218)
LOSS BEFORE TAX HABE 4 (3,969) (3,884)
Tax BIE 5 (933) (1,383)
LOSS FOR THE PERIOD FROM REAREER 2
CONTINUING OPERATIONS HEER (4,902) (5,267)
DISCONTINUED OPERATION RILREER
Loss for the period from a BIREER2
discontinued operation HREER 2 - (11,385)
LOSS FOR THE PERIOD BEER (4,902) (16,652)
ATTRIBUTABLE TO: BER:
Equity holders of the Company ANEREHEEAA (4,902) (16,652)
Minority Interests LYREER - -
(4,902) (16,652)
LOSS PER SHARE ATTRIBUTABLE TO A A REERER
ORDINARY EQUITY HOLDERS OF HEAEBESR
THE COMPANY 3} 7
Basic EX
~ For loss for the period - HEEE HK(0.80) centsi&fli | HK(3.21) centsi& il
~ For loss for the period from -RBEREEBL
continuing operations BEER HK(0.80) centsli | HK(1.02) centsi Ll
Diluted B
~ For loss for the period - BB N/AT & N/AT i B
- For loss for the period from -BEREERL
continuing operations BEER N/AT 8 N/AT 8 B
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CONDENSED CONSOLIDATED

BALANCE SHEET

HHGEEERER

30 June 31 December
2007 2006
—EEtH —ETREF
~A=1+H ‘I'_ﬂ ,‘I' =
(Unaudited) (Audited)
(REER) (&%)
Notes HK$’000 HK$f009
k3 TER FTHET
NON-CURRENT ASSETS ERBEE
Property, plant and equipment ¥ % + B = &% & 13,036 13,962
Investment properties REME 298,619 291,800
Intangible assets EVERE 6,169 7,861
Deposits and other receivable &% & H o & Y 7108 40,000 57,953
Pledged deposits [REARENEFN 3,522 404
Total non-current assets ERBDEELTE 361,346 371,980
CURRENT ASSETS RBEE
Trade receivables B 5 REWHE 8 32,660 25,954
Prepayments, deposits BNHE - Ze R
and other receivables H it JEU R TR 31,351 13,259
Cash and cash equivalents  RE&RRESEER 191,134 178,602
Total current assets MBAELSE 255,145 217,815
CURRENT LIABILITIES nEaE
Trade payables ZH5RENE 9 (11,526) (12,649)
Tax payable R IE (13,311) (12,039)
Other payables and accruals £ £ f& 4 508 Kk E5T & (& (33,767) (17,187)
Interest-bearing bank and FERTER
other borrowings REMER (25,532) (5,602)
Deferred income EIERA (18,057) (18,057)
Total current liabilities mBAGBER (102,193) (65,534)
NET CURRENT ASSETS RBEEFE 152,952 152,281
TOTAL ASSETS LESS BEERRBERE
CURRENT LIABILITIES 514,298 524,261
NON-CURRENT LIABILITIES ¥ HE A&
Interest-bearing bank and & ERITE R
other borrowings REMER (1,824) (19,941)
Deferred tax liabilities EEHBAR (51,969) (51,430)
Total non-current liabilities JERENE ELE (53,793) (71,371)
Net assets FEE 460,505 452,890
CAPITAL AND RESERVES EAR@HE
Equity attributable to equity AAFEHEFAEA
holders of the Company EiES
Issued capital BETRA 122,648 122,648
Reserves 1 337,857 330,242
Total equity o e 460,505 452,890
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CONDENSED CONSOLIDATED
CASH FLOW STATEMENT

HHGEERERERR

For the
six months ended
30 June 2007

For the
six months ended
30 June 2006

BE-ZZtHE HE-_TT H
NA=ZTAHL NA=ZTHLE
~ME A ~ME A
(Unaudited) (Unaudited)
(REER) (RIEEZ)
HK$’000 HK$'000
TER FET
NET CASH INFLOW FROM REEK2RE
OPERATING ACTIVITIES RAFE 12,476 8,887
NET CASH OUTFLOW FROM REEKZRS
INVESTING ACTIVITIES TR (3,480) (366)
NET CASH INFLOW FROM BEZHZ2RS
FINANCING ACTIVITIES RAFE 3,536 12,771
INCREASE IN CASH ReRBEEE
AND CASH EQUIVALENTS 1B B m 12,532 21,292
CASH AND CASH EQUIVALENTS  Hi#IzBHeREE
AT BEGINNING OF PERIOD £EEAH 178,602 133,151
CASH AND CASH EQUIVALENTS Mz BERE$
AT END OF PERIOD Z£EER 191,134 154,443
ANALYSIS OF BALANCES OF CASH B4 RESZEER
AND CASH EQUIVALENTS EERDT
Cash and bank balances ReRBITES 191,134 154,443
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. 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 2006, 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 2007:

HKAS 1 Capital Disclosures
(Amendment)
HKFRS 7 Financial Instruments:
Disclosures

HK(IFRIC)-Int 7 Applying the Restatement
Approach under
HKAS 29 Financial
Reporting in
Hyperinflationary
Economies
HK(IFRIC)-Int 8 Scope of HKFRS 2
HK(IFRIC)-Int 9 Reassessment of
Embedded Derivatives
HK(IFRIC)-Int 10 Interim Financial
Reporting and
Impairment

The adoption of the above HKFRSs did
not result in material impact on the
accounting policies of the Group’s
condensed consolidated interim
financial statements.

INTERIM REPORT 2007 =Z T4 iR &
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AEPGRETHYBERREEREES
T2 B ([HKAS]) 283457 [ 70 B B1 75 5%
EImRAG - BRTUTEFEAEER
E-ZTTLF—A—HIUEHEBNS
FTHAR & I S AT M AIS T BB
3R & 2R ([HKFRS] » B FEHKASH]
fRIENE)  ARHEEHREFPRAN
SHBENRRARBABEE TN
F+_AZ+—BLEFENTBRE—
o

HKAS 1 B AR E
(EETA)
HKFRS 7 EMTE: HE

& FEHKAS 29 1%
BERERLEZ
WBRE T zE
Kz

HK(IFRIC)-Int 7

HK(IFRIC)-Int 8 HKFRS 2 & % [

HK(IFRIC)-Int 9 EHAETRARLT
£THA

HK(IFRIC)-Int 10 FPEASR & KR (A

B il HKFRS¥ AN S B 1 BAAR & 7 HA
HBERENETRRITBELESTAY
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ANCE COSTS

For the six months
ended 30 June

BZXA=1H
IEN1E A
2007 2006
—EELHF —ZEERF
(Unaudited) (Unaudited)
(REEZX) (RaeEZ)
HK$’000 HK$000
FExT FET
Interest on bank loans RITE T E 1,129 2,411
Interest on finance lease MERER LS 82 -
Interest on convertible bond A # % & % Fl & - 176
1,211 2,587
Attributable to ERIF B E X
continuing operations 1,211 1,218
Attributable to a FEER IR E T
discontinued operation - 1,369
1,211 2,587
4. LOSS BEFORE TAX 4. BlATEE
The Group’s loss before tax is arrived at REBz BABB &R, GEA) T
after charging/(crediting) the following: FIE=' 0
For the six months
ended 30 June
BZAXA=1+H
W18 A
2007 2006
—EELHF ZEERF
(Unaudited) (Unaudited)
(REER) (REeEZz)
HK$’000 HK$’000
FExT FHET
Depreciation e 1,628 7,315
Amortisation of intangible I & B
assets 2,157 2,828
Interest income B U A (2,050) (1,013)
Net rental income el A FHE (4,603) (4,355)
Write back of other H h fE R IR
receivables (5] % - (575)
The disclosures presented in this note U WEIER D BRER IR EE
include those amounts charged/credited BB FEAZ R -

in respect of the discontinued operation.
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For the six months
ended 30 June

BEXA=1H
ERMEA
2007 2006
—EELHF —TEREF
(Unaudited) (Unaudited)
(REER) (REEFER)
HK$’000 HK$’000
TR THET
Provision for the period: A
Hong Kong & - -
Elsewhere HAibih & 933 1,383
Deferred taxation iR FE T IR - -
933 1,383
Attributable to JEIEREREED
continuing operations 933 1,383
Attributable to a JEAL 82 IR 8 T
discontinued operation - -
933 1,383

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 2007 (the “Period”) (2006: 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. The subsidiaries
established in Mainland China are
subject to income taxes at the rate of
33% (2006: 33%).

HRAEEREEZE —ZTLF AT
BiEAEA (THRE) T EETBELE
I FERR L ) - HUR B E B TS B AE
BH(CETRF  HE) -

HEfbih R EF B BREREEL
BEBRMERRZEAEEN  2BRE
Bl BREEBRRZBITHEE - R
BRBERSY 2B R RBEMERER
33% (=T NF ¢ 33%) o
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6.

INTERIM DIVIDEND

The Directors do not recommend the
payment of an interim dividend for the
Period (2006: Nil).

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$4,902,000
(2006: HK$16,652,000) and the
weighted average number of
613,241,300 (2006: 518,103,178)
ordinary shares in issue during the
Period.

The calculation of basic loss per share
from continuing operations for the
Period is based on the loss attributable
to ordinary equity holders of the
Company of HK$4,902,000 (2006:
HK$5,267,000) and the weighted
average number of 613,241,300 (2006:
518,103,178) ordinary shares in issue
during the Period.

Diluted loss per share amounts for the
six months ended 30 June 2006 and
2007 have not been disclosed as the
share options outstanding during these
periods had anti-dilutive effects on the
basic loss per share for these periods.

Diluted loss per share amounts for the
six months ended 30 June 2006 and
2007 from continuing operations have
not been disclosed as the share options
outstanding during these periods had
anti-dilutive effects on the basic loss
per share for these periods.

INTERIM REPORT 2007 =TT+ F s

EETRFKNBBZAHRS (ZF
TREF ) o

AR EERERFEARGS

& B

HESRENEEDRBEAQRLER
A AE(REE4,902,000% T (=
TEZRNF 116,652,000 L) MEEE
BT MR NEFTE613,241,300
B (ZZFZ X4 : 518,103,178/%) &

o

in

HRRERECEER 2 BREANEE
TIRBEARNRIEBRIEREE ARLE
184,902,000 L (Z T T X F -
5,267,000/ 0) MBI E HTEBARKR 2
DNHEF 15 #613,241,3000 (ZZZ X
1 518,103,1780%) 5T & -

HRHE-ZSEREFR_ZTZTLFRA
=T BRIENERMARITEZ BRES I
SHRSREABEARBEYE - K
WEZI| L EHETREEEESE -

HRBE-_TZERER_ZZLF XA
=+ B IERE R M ARITEE 2 B A S 1t
SHESREAABEARBEZE ¥
TEZINSHMBELEXEB 28R



8. TRADE RECEIVABLES

The aged analysis of the trade
receivables at the balance sheet date,

8. EZEWIER

AEEEHENKENEE A (BEF
) ZEBAFMT -

net of provisions, is as follows:

30 June 2007

31 December 2006

—EBELF —ETRF
AAB=tH +ZA=1+—H
(Unaudited) (Audited)
(RBER) (&%)
HK$’000 Percentage  HK$'000 Percentage
FTER BOk FAT Ank
Within 6 months 6@ AR 6,554 20 10,027 39
More than 6 months 2 iB6fE AE
but within 1 year THRBIFEA 9,619 29 - -
More than 1 year but i 1F {2
within 2 years THB2F R - - 4,195 16
More than 2 years HiR2F 16,487 51 11,732 45
32,660 100 25,954 100
Portion classified as 5 R E
current assets B E G (32,660) (25,954)
Non-current assets FRBEE - -

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.

AEB-RETEF3ENREAEE
HY o

REER 5 RUFIR 2 IREREHE B
ST BN KB B S R A

st

= o

P &M 2 A TE T B Rl R BElR
B EEANSBREMERBAIZE
SR/ -
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YABLES

An aged analysis of the trade payables FEBEZESRNFIARNEER 2R
at the balance sheet date is as follows: DT -
30 June 2007 31 December 2006
—EELF ZTTREF
AA=+AH +ZA=1+—H
(Unaudited) (Audited)
(RIEER) (le& %)

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

Within 6 months 618 AR 31 1 37 1
More than 6 months @ #B6fE A8

but within 1 year THBIFR - - 3,581 28
More than 1 year BiR1FE

but within 2 years THB2FR 2,146 19 - -
More than 2 years HiB2FE

but within 3 years THBIFER - - 84 1
Over 3 years HBiB3F 9,349 80 8,947 70

11,526 100 12,649 100

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.CONTINGENT LIABILITIES

11.

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

C10.HRERE

REER  REBW KRNI B RKRED
BEzaRaBEmT

30 June 31 December

2007 2006
—EERLHE ZETRF
AA=+H TZA=+—H
(Unaudited) (Audited)
(RBER) (&&E®%)
HK$’000 HK$'000
FET THET
Guarantees given for FLERTT M
mortgage loans granted ~ AKEY X
by banks to certain ATER#IE
purchasers of the Group’s 2 ZEE M
properties P 1EZ FER 3,939 4,039
PLEDGE OF ASSETS 1M EEEF

The Group’s bank loans were supported
by certain of the Group’s investment
properties and a corporate guarantee
executed by the Company.

REEZRITERDIARERE TRE
MERARABFT 2 RAIERIERX
o
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ITMENT 12, & IE

Commitments under operating leases REBHREE

(i) As lessor (i)

The Group leases certain of its
investment properties and POS
equipment under operating lease
arrangements with leases negotiated
for terms of two years and five
years, respectively.

At 30 June 2007, the Group had
total future minimum lease
receivables under non-cancellable
operating leases with its tenants
falling due as follows:

ERHEA

AEERBEEEHELFHBEES
THREMERPOSRE @ BERHZ
HAOFMOBAMERTF -

R-ZZBZTLEXNAZ+H - AEEH
REFATREZEEHHEELAR
TS 2 KRR BARFE A R W B R B
AWM :

Group
rEE
30 June 31 December
2007 2006
s —EER
RXA=+HB tZA=+—H
(Unaudited) (Audited)
(REER) (&=
HK$’000 HK$’000
FET FET
Within one year R—FA 5,782 10,312
In the second to fifth REZEERF
years, inclusive (BIEERMT) 1,329 3,210
7,111 13,522

14 INTERIM REPORT 2007 =Z T4 iR &




12.COMMITMENTS (Cont’d) 12. 738 (&)

Commitments under operating leases REBHRE (F)
(Cont’d)
(ii) As lessee (ii) TEAEFEA

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

At 30 June 2007, the Group had
total future minimum lease
payments under non-cancellable
operating leases falling due as

AEBRBEEENOLZHERBA
EME - ARELHEBAN T —EM
& o

R-FFLEAA=+A - AKE
R B8 3 2 4 TR YR SRR A
ENESFERIBAMT :

follows:
Group
AEH
30 June 31 December
2007 2006
ZEELHF ZETRF
RXA=+H tZA=+—H
(Unaudited) (Audited)
(REER) (&=
HK$’000 HK$’000
FERT FHET
Within one year R—%FR 1,104 272
In the second to fifth RE_ZERF
years, inclusive (BREEEMF) 1,012 -
2,116 272

INTERIM REPORT 2007 =ZZ -+ HjiR S
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13.LITIGATION

(a) 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 in February
2006. No further development took
place since then. Having consulted
the Group’s legal counsel, the
directors concluded that no
provision for the proceedings is
required in this stage.

A wholly-owned subsidiary (the
“Subsidiary”) of the Group received
two notices issued by the court in
Mainland China in 2006. A former
property agent (the “Former Agent”)
has claimed that the Subsidiary had
improperly early terminated their
business relationships in 2005 and
the Former Agent also made a total
claim of RMB29.0 million
(equivalent to HK$28.8 million)
against the Subsidiary.
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13.LITIGATION (Cont’d)

The Group has filed a counterclaim
in relation to the above claims
made by the Former Agent. Having
consulted the Group’s legal
counsel, the directors concluded
that the chance the claim will
succeed is low and hence no
provision for the proceedings is
required at this stage.

14.POST BALANCE SHEET EVENTS

15.

(@) On 4 July 2007, the Company
entered into subscription
agreements with two independent
subscribers which had conditionally
agreed to subscribe for an aggregate
of 120 million shares to be issued
and allotted by the Company at a
subscription price of HK$0.30 per
share. On 17 July 2007, the
Company issued and allotted 120
million shares at HK$0.30 per share
resulting in raising net proceeds of
approximately HK$35.7 million,
which will be utilised for business
development and general working
capital of the Group.

(b) On 31 August 2007, 42,000,000
share options with an exercise price
of HK$0.20 per share were
exercised.

COMPARATIVE AMOUNTS

Following the disposal of the Group’s
business of telecommunication and
other related services in December
2006, the principal businesses of the
Group now mainly comprise of property
investment and leasing of equipment,
and therefore the presentation of the
financial statements has been revised
accordingly.
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REVIEW OF RESULTS

The Directors would like to report that the
Group recorded a turnover of HK$6,577,000
(30 June 2006: HK$6,223,000) for the six
months ended 30 June 2007 (the “Period”),
representing an increase of 6% compared
with the corresponding period. Loss
attributable to ordinary equity holders of
the Company was HK$4,902,000 (30 June
2006: HK$16,652,000) for the Period.

REVIEW OF OPERATIONS

The Group’s turnover during the Period
mainly comprised of rental
generated from the commercial podium in
Chongqing, the People’s Republic of China
(the “PRC”) and the leasing of point-of-sale
(“POS”) equipment in Guangzhou, the PRC.

income

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 2006.

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.

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.
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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.

On 25 January 2007, the Group entered into
an agreement with the purchaser to further
reschedule the repayment date of the
remaining consideration of HK$40,000,000
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.

on or before 31 January 2008.
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REVIEW OF OPERATIONS (Cont’d) (K EE (&)
Litigation FRER

(a) A writ of summons was issued in August  (a) RZZFZRFNA  AAAMB AR —

2005 by a former director of a EZRER([AMEE]) @ (HPEHE) AR
subsidiary of the Company (the “Former AEHEMTHR  AEEEREERZ
Director”) against, inter alia, the TETF+ - AR EERE —HZ
Company. According to the summons, \J§$?‘ il B9 L & N BB B R AE A 2
the Former Director claimed certain AETHREARELRE - RRESZF - ZA
damages in relation to the acquisition EFERWMEEFNLERRREZNE
of a subsidiary by the Group from a 33,500,0005%7_5214&?}5%@Iiljfgii'i
private company controlled by the AR ERES533,500,0008 7T « XA

Former Director in December 2000. In AERZZEEZRFARREERRSE
the Indorsement of Claims, the Former AR R - HE W EE—SHER -

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 in February 2006. No
further development took place since

then.

Given that the aggregate amount under ERREEREAEEERRME LT E
all the claims is not material to the K BZ A FUR AT S 5 4 —
Group as a whole and the litigation is B MARERR  ZFDETE
expected to continue for a period of HAEEZHBHRR  BReRERER
time before a judgment is made, the EEESEEMARERTFZE - BE
Group is of the view that the RIW IS RUER T IEHBE -
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.

20 INTERIM REPORT 2007 =Z T4 iR &



B . 3

= T 89
5 e

.

REVIEW OF OPERATIONS (Cont’d)
Litigation (Cont’d)

(b) Two writs of summons were issued in
Chongqing in November 2006 by a
third party (the “Plaintiff”) against a
wholly-owned subsidiary of the Group
(the “Defendant”). According to the two
summons, the Plaintiff claimed certain
damages in relation to the unilateral
termination of an estate management
contract by the Defendant. In the
Endorsement of Claims, the Plaintiff
demanded for payment of
compensation and amounts due to the
Plaintiff in an aggregate amount of
RMB29.0 million (HK$28.8 million).
The Defendant then filed another writ
of summons in the capacity of plaintiff
against the Plaintiff in Chongqing in
November 2006 for counter-claim of an
aggregate amount of RMB68.5 million
(HK$68.2 million) plus interest. The
Chongqing Municipal High People’s
Court (BB m A& AR EPR) has given
direction to consolidate the proceedings
of the three writs of summons.

Having consulted with the Defendant’s
legal counsel in Mainland China, the
Group is of the view that the legal
ground of the Plaintiff is thin and
therefore no provision for the
proceedings has been made at this
stage.

FINANCIAL REVIEW
Liquidity and financial resources

The Group generally financed its businesses
with internally generated cash flows and
banking facilities during the Period. Cash
and bank balances of the Group as at 30
June 2007 amounted to HK$191,134,000
(31 December 2006: HK$178,602,000) and
pledged deposits of HK$3,522,000 (31
December 2006: HK$404,000).
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FINANCIAL REVIEW (Cont’d)
Liquidity and financial resources (Cont’d)

As at 30 June 2007, the Group had
outstanding borrowings of approximately
HK$27,356,000 (31 December 2006:
HK$25,543,000) comprising interest-
bearing bank loans amounted to
HK$25,000,000 (31 December 2006:
HK$22,933,000) and finance lease payable
amounted to HK$2,356,000 (31 December
2006: HK$2,610,000). All the Group’s
interest-bearing bank loans are repayable
within one year or on demand. The bank
loans as at 30 June 2007 were charged at
fixed interest rate (31 December 2006:
HK$nil).

The Group’s gearing ratio as at 30 June
2007 was 0.22 (31 December 2006: 0.2),
calculated based on the Group’s total
liabilities, excluding deferred income, of
HK$137,929,000 (31 December 2006:
HK$118,848,000) over total assets of
HK$616,491,000 (31 December 2006:
HK$589,795,000).

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$25,000,000 (31 December 2006:
HK$22,933,000) as at 30 June 2007. The
bank loans were supported by certain of
the Group’s investment properties and a
corporate guarantee executed by the
Company.
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FINANCIAL REVIEW (Cont’d)
Contingent liabilities

As at 30 June 2007, guarantees given for
mortgage loans granted by banks to certain
purchasers of the Group’s properties
amounted to HK$3,939,000 (31 December
2006: HK$4,039,000).

EMPLOYEES AND REMUNERATION
POLICY

The Group employed about 16 full time
staff in Hong Kong, Chongqing and
Guangzhou as at 30 June 2007. 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 and leasing of point-
of-sale equipment 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 2007, 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

EE IETBRABFREAZEAT
EEEBELIERGOER
RZZEZTLFAA=1+H BEZEHKEH

“BW'J(T FRHEED]) EXVERE7 RS
DEHRELBRBLTARNESETESLRR
SBEETAAME AR T&E%H’éﬁé?&
FRERAR (B ARARER

LR GRPIEI2ERERATLHZAR
REERIZTRAERARAHEEM
BEORE (TR AR F LA R EXVE)
Zhtn - MEEROREST 2R RRE
(’\i?‘ﬁﬁ%ﬁ&%ﬁ%&ﬁﬁfﬂxﬁﬂ%ﬁm%ﬁiw
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 EEng FRITEZERFE HEBRTREIESHL

Ho Tsam Hung fa] B 2 14,500,000 2.36%
(Note 1) (K7&£1)

Ho Kam Hung ] #5572 27,000,000 4.40%
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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 2007, 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 ()

Hiat -

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

Assets LimitedE 2545 6 ©

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

CorporationE#z A ©
AR EEEER G

R-ZELEXA=TH THEEHE
B2 ARRAETHEA &S ERETR
ZHBEMT :

REBLIERODZRE

() 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
2007, 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 2006 annual
report.
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The following share options were

outstanding under the New Scheme during

HARBHAE R ARTEZBRENOT

the Period:
Number of share options
BRERE
Date of
At Granted Exercised At grant of Exercise Exercise
Name/category 1 January 2007 during during 30 June 2007 share options period of price of
of participant RZBRLE the Period the Period ~ H=BFtE BRE  share options share options
%8/ 8825 -A-A BRRE BafiE  AA=tA RUAS BREGES BREGER
HKS
R
Other employees AftEERER
and consultants
In aggregate A 800,000 - - 800,000 30 March 30 March 0.32
2006 2006 to
29 March
2009
ZEIRE ZEIRF
ZAZtE ZAZtRE
put 3 /%3
ZAthA
- 50,000,000 - 50,000,000 6 March 6 March 0.20
2007 2007 to
5 March
2010
ZERLE IR
ZARA ZRRE
It 3 53
ZhEA
800,000 50,000,000 - 50,800,000
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SHARE OPTION SCHEME (Cont’d)

The fair value of share options granted on
6 March 2007 determined using the Black-
Scholes valuation model was HK$992,000.
The significant inputs into the model were
as follows:

BRESE (&)

FMAEHBAETEEAFER-_ZSZLF
ZAXNAREZERERTER992,000%
L ZEAZEAREZLOT

Share option grant date

BHBRERMY

6 March 2007

—EZLEF

=ZAH

Share price at the grant date R E B BRE HK$0.147%5 T
Exercise price 71EE HK$0.20/%8 7T
Expected volatility 8 B R 1@ 130.40%
Expected dividend yield 8 HA Ak B3 Nil
Expected life of options TR HA R AR F R 0.25year
Risk free interest rate A 3 b 4 B 3.67%

The expected life of the options is based
on the historical data over the past four
years and is not necessarily indicative of
the exercise patterns that may occur. The
expected volatility reflects the assumption
that the historical volatility is indicative of
future trends, which may also not
necessarily be the actual outcome.

Subsequent to the balance sheet date, on
31 August 2007, 42,000,000 share options
with an exercise price of HK$0.20 per share
were exercised.

BREZEHFHADRREBENFZES
BBEE MAVEBRAUREEEZITR
B o T8 HIR IR S R R 5208 08 8RR K SR

B2RE MAKBBRN—ERERE
2o

REERE  R_ZETZTLFNA=Z+—
H + 42,000,000 1T E & R0.208 T2
RS EITE -
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As at

TANTIAL SHAREHOLDERS

30 June 2007, as far as is known to

the Directors or the chief executive of the
Company, the following persons (other than
Directors or chief executive of the
Company) had interests or short positions
in the shares and underlying share as
recorded in the register required to be kept

under

section 336 of the SFO:

Long position in shares of the Company

FERR

RZBZLFERA=+H  BEAREER
EERTBTHAERA - ATAL (AR
BAZERERTBTHRABRIN HAEELR
RIEESFIHAEGRIE G ZREFEZ
Bz RARRO R 2 BERRE

W

REDARBZRE

Percentage
of the issued

Capacity and Number of share capital
Name Nature of interest Shares held HE BT
&% FORESEE FEROBE REAEIL
Hero Grand Investments Limited Directly beneficially 77,000,000 12.56
(Note ffzF 1) owned
EEERHAA
Leung Po Wa (Note fif&t 1) Through controlled 77,000,000 12.56
corporation
BBREEE
High Rank Enterprises Limited Directly beneficially 31,700,000 5.17
(Note fif:F 2) owned
BEERERBEAA
Notes: Hrat -

INTERIM

Hero Grand Investments Limited is wholly-
owned by Leung Po Wa.

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.

REPORT 2007 = Z T4 sk

Hero Grand Investments Limited HiLeung

PoWa2 &R -

MHEERFEEIRATES  &FF
High Rank Enterprises Limited B % T f& 2K
#131.58%HE % o AR R R LA



SUBSTANTIAL SHAREHOLDERS
(Cont’d)

Save as disclosed above, as at 30 June
2007, 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.

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.

TERE ()

R-BZLE~AZ
+E - EERARAEENZ ETAL (R
WA ST E E R RAAAR S 2
HEOKE]— @) BEREESRDEED
336 MEAT BR2ZAA RN RN
Bis 2 AT AR -

B EXPEEES
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B
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E=RR BAETIREIN  ARBRE
BHREATA LmARRMSEtOmHEEE
AEMRST RIS R

SF IR A4 2%
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BREEHMZES) RRERT E208=
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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 by
the Audit Committee of the Company.

By order of the Board
Ho Kam Hung
Executive Director

Hong Kong, 24 September 2007
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