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Business Review
Highlights of the Group’s business performance during the review period
include:

Tradelink

4

The Group’s core business in providing Government-related
electronic trade services in the first half of 2006 remained very
stable, despite a price-cut programme in the market launched by
its competitor during the review period.

The use of the electronic cargo manifest service has become
mandatory for river and ocean carriers from 16 June 2006.
Therefore, the volume of cargo manifest submitted to using
Tradelink’s Electronic Cargo Manifest (“EMAN”) service is expected
to grow significantly in the second half of 2006 with corresponding
contribution to the Company’s bottom line.

The Company is also working closely with relevant departments
of the Government to introduce a new charging scheme for the
Government’s Textiles Trader Registration Scheme (“TTRS”), the
electronic service for which is operated by Tradelink. The Company
is hopeful that the new charging arrangements will encourage
greater use of Tradelink’s electronic TTRS service.

Tradelink completed the second phase of system upgrades in
June 2006 as scheduled. With this, Tradelink computer platform
is fully aligned with that of the Government. The Company does
not anticipate that there will be significant Government-mandated
computer platform changes in the foreseeable future.
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DTTNCo

The Government’s HK$31.5 million investment in DTTNCo was
completed in February 2006. Since then, DTTNCo has issued
and allotted new shares to three trade associations, namely the
Federation of Hong Kong Industries (7.5 million shares), the
Hongkong Association of Freight Forwarding and Logistics Limited
(330,000 shares) and the Hong Kong Shippers’ Council (330,000
shares). DTTNCo has also completed its allocation of 15 million
shares to the Hong Kong General Chamber of Commerce before
the end of August 2006.

With the successful launch of the DTTN at the beginning of 2006,
DTTNCo expects to wrap up its pilot phase some time in the second
half of 2006. DTTN customers now cover a wide spectrum of
freight forwarders, shippers, carriers and banks. We are continuing
with our intensive marketing and promotion programmes with
associations to vamp up DTTN usage.

Another interesting development with DTTNCo is that we are
engaged with a number of overseas organizations to explore
possible cooperation including possibly DTTNCo rendering
assistance in the construction of similar platforms overseas (and
connected to Hong Kong) via straight forward franchising
arrangements where the overseas organizations could start offering
DTTN-like services in their respective areas through direct
connections to the DTTN platform in Hong Kong. We are cautiously
optimistic that some of these discussions will lead to positive
results.

Digi-Sign

Subsequent to the announcement that Hongkong Post sought to
outsource its Certification Authority operation, a tender for the
operation’s outsourcing was issued on 16 June 2006. Tradelink’s
wholly-owned subsidiary Digi-Sign Certification Services Limited
(“Digi-Sign”) submitted a bid for the project with a joint venture
partner on 2 August 2006. Results are expected to be announced
by October 2006. If successful, Digi-Sign believes its vast
experience in operating a Certification Authority will help the
Government achieve significant cost saving for the Hongkong Post
operation. At the same time, Digi-Sign will seek to identify possible
usage for the extensive number of certificates that the Hongkong
Post had embedded in the smart identification cards of Hong
Kong citizens.
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Financial Review

Turnover for the six months ended 30 June 2006 was HK$120.7 million,
an increase of 2.7% over the same period in 2005. Operating expenses
(excluding depreciation) stayed at HK$60.9 million for the first half of
2006 as compared to HK$60.2 million for the same period in 2005.

Depreciation charges for the first six months of 2006 amounted to
HK$7.7 million, higher than the amount charged for the same period
in 2005 at HK$7.2 million by HK$0.5 million.

Our profit from operations for the six months ended 30 June 2006 was
HK$55.7 million, representing an increase of 2.0%.

For the six months ended 30 June 2006, the amount of loss shared
from DTTNCo was HK$1.2 million. There was no corresponding amount
of loss shared from DTTNCo in the first half of 2005.

Profit attributable to equity shareholders of the Company for the six
months ended 30 June 2006 was HK$45.2 million, slightly lower than
the net profit for the same period in 2005 by HK$0.6 million. The drop
was mainly due to the share of loss from DTTNCo at the amount of
HK$1.2 million. Excluding the share of loss from DTTNCo, the profit
attributable to equity shareholders of the Company for the six months
ended 30 June 2006 was adjusted to HK$46.4 million, representing a
profit increase of 1.3%.

Basic earnings per ordinary share of HK$0.20 each for the first six
months of 2006 decreased by 8.6% to HK cents 5.81 as compared to
HK cents 6.36 for the same period in 2005.

Liquidity and Financial Position

As at 30 June 2006, the Group had a total cash and bank balances of
HK$377.0 million (31 December 2005: HK$317.2 million). The total
assets and the net assets of the Group amounted to HK$560.6 million
(31 December 2005: HK$535.0 million) and HK$327.3 million (31
December 2005: HK$303.6 million) respectively.

As at 30 June 2006, the Group had no borrowings.
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Capital and Reserves

As at 30 June 2006, the capital and reserves attributable to equity
shareholders were HK$327.3 million, which had increased from the
amount of HK$303.6 million at the end of 2005 by HK$23.7 million.

Charge on Assets and Contingent Liabilities

As at 30 June 2006, the Group had obtained two performance bonds
from The Hongkong & Shanghai Banking Corporation Limited with an
aggregate amount of HK$2.1 million as the guarantee to the Government
for the due performance of the GETS Agreements. The performance
bond line facility is secured by a charge over deposit in the amount of
HK$2.1 million. The facility is subject to review on an annual basis.

The Group did not have any other charges on assets.

The Group has provided a bank guarantee amounted to HK$1.2 million
in respect of a revolving credit facility granted to KAZ Computer Services
Hongkong Limited, an associated company of the Group. The guarantee
is a continuing security and shall not be released or discharged until
the expiration of six months after payment, discharge or satisfaction in
full of the guaranteed liability.

Capital Commitments

Capital commitments outstanding as at 30 June 2006 not provided for
in the financial statements amounted to HK$0.1 million (31 December
2005: HK$0.2 million). They are in respect of computer equipment.

Employees and Remuneration Policy

As at 30 June 2006, the Group employed a work force of 286 (2005:
323). All of these employees were working in Hong Kong. The related
staff costs for the six months ended 30 June 2006 totaled HK$38.4
million (2005: HK$36.5 million).

The Group’s remuneration policy is that all employees are rewarded on
the basis of the market salary levels. In addition to salaries, the Group
provides staff benefits including medical insurance and contribution to
staff’'s mandatory provident fund. To motivate and reward all levels of
employees to achieve the Group’s profit target, the Group has established
a discretionary performance bonus scheme. Payment of discretionary
performance bonus depends on the actual financial performance of
the Group. The Group also operates two employee share option schemes
to motivate employees’ performance.
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Exposure to Fluctuation in Exchange Rates and Related
Hedges

As at 30 June 2006, the Group had no foreign exchange exposure and
related hedges.

Audit Committee

The Company’s Audit Committee has reviewed the accounting policies
adopted by the Group and the interim consolidated financial statements
for the six months ended 30 June 2006.

The interim consolidated financial statements for the six months of
2006 have not been audited but have been reviewed by the Company’s
external auditor, KPMG.

Interim Dividend

The Board has resolved to declare an interim dividend of HK cents
4.80 per share for the six months ended 30 June 2006 to shareholders
whose names appear on the Register of Members of the Company on
25 September 2006. The interim dividend payout ratio is approximately
83% of the Group’s distributable profit attributable to shareholders.
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