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CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
BRGE 2mBRARK

FOR THE SIX MONTHS ENDED 30 JUNE 2010

BE—F—FFNNA="FHINEA

BAOEEERAFR (AR DNEFS ([E
EDENRERAATDREMB LR (5H
[(AEEDHEE-_T-ZTFNA=THLRX
BERAZABRECERAGAVBHRROT

The Board of Directors (the “Directors”) of Forefront Group Limited
(the “"Company”) reports the unaudited condensed consolidated
financial statements of the Company and its subsidiaries
(collectively referred to as the “Group”) for the six months ended
30 June 2010 as follows:

Unaudited
RABEZ

Six months ended 30 June

BEXNA=THILAEA

2010 2009
—E—=F ZETNF
Note HK$'000 HK$'000
P 5 FExT FHET
Continuing operations HERSEER
Turnover BER 2 12,958 15,514
Other income HAug A 268 31,165
Net gain on acquisition and WEREE—HNEAFZ
disposal of a subsidiary B FE 22 25,000 -
Negative goodwill arising from WE—ENBRARIMEE Y
acquisition of a subsidiary amg 3,262 -
General and administrative expenses —MRITHEAX (7,762) (5,913)
Changes in fair value of financial assets RE@RIREAFERIEZ
at fair value through profit or loss MBEEs A TEE (124,898) 81,844
(Loss) Profit from operations K (F5E)EAN (91,172) 122,610
Finance costs & AR (1,286) (552)
Share of results of associates JEMGBE N R 2 %E 4,094 303
(Loss) Profit before taxation BRBLRT (18 & F 3 (88,364) 122,361
Taxation sl 4 = -
(Loss) Profit for the period from BEREEKZ
continuing operations B (BE) af (88,364) 122,361
Discontinued operations ERIEREEK
Loss for the period from discontinued B IFEE %K 2 HREIR
operations - (839)
(Loss) Profit for the period B (E18) & T (88,364) 121,522
Other comprehensive (loss) income Hih 2 (FiE) WA
Exchange difference arising from BMEBINE B AT
translation of financial statements of MR EE CIEN E5
overseas subsidiaries (213) (18)
Total comprehensive (loss) income HuzmE (FEE) AR
for the period (88,577) 121,504
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CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
AR S 2 E WA RK

FOR THE SIX MONTHS ENDED 30 JUNE 2010
BE-—F-ZFFNA=FHINEA

Unaudited
RBEZX
Six months ended 30 June

BEAA=THILEAEAR

2010 2009
—E-ZF —ETNF
Note HK$'000 HK$'000
Bt 5 FET FHET
(Loss) Profit for the period LTATEMABR
attributable to: (B1R)BEH:
Equity holders of the parent B RRIRERE A (88,364) 121,522
Non-controlling interest FEVE MR M A - -
(88,364) 121,522
Total comprehensive (loss) income LI TATEEHAEZE
for the period attributable to: (BiB) WM A#E:
Equity holders of the parent B RRIRERE A (88,577) 121,504
Non-controlling interest FEVE IR M A - -
(88,577) 121,504
Basic (loss) earnings per share: BREXR(FEE)ER: 5
(Restated)
(&%)
From continuing operations REFEBEKEED
(HK cents per share) (BB (4.78) 48.04
From discontinued operations REBRIEEEER
(HK cents per share) (A = (0.33)
Diluted (loss) earnings per share: BREBE(FE)ER: 5
From continuing operations RERFERLEER
(HK cents per share) (FREN) (4.78) 47.80
From discontinued operations KEDRIEEEER
(HK cents per share) (=B - (0.33)
S 2010 WHEEARAT O




CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

B EAAR & BT AR R
AS AT 30 JUNE 2010
R-FE-—FFNA=1H

At At
30 June 31 December
2010 2009
—E-EF —ETAF
ANA=tH +=-—A=+—8H
(Unaudited) (Audited)
(RBER) (EEZ)
Note HK$’000 HK$'000
B 7 FH& T FAT
Non-current assets IRBEE
Property, plant and equipment L ER S 7 806 1,204
Interests in associates A iE/NC] o Ee 8 41,588 37,094
Goodwill S 9 = -
Intangible assets EAE 10 82,500 -
Available-for-sale financial assets AIHYERBTEE 11 - -
124,894 38,298
Current assets umEJJEE
Financial assets at fair value through REEERIZATEER
profit or loss BB EE 12 500,215 273,919
Loan receivables FE UL E 5K 13 245,813 60,082
Other receivables H th jE W IE 14 2,834 13,994
Pledged deposits BEAREFEX 15 - 558
Bank balances and cash RITHEGFT MRS 63,010 134,610
811,872 483,163
Current liabilities RBasE
Other payables H & 1~ 5k I8 16 27,200 28,603
Derivative financial instruments PTEBBEITA 17 - -
27,200 28,603
Net current assets REBEEFE 784,672 454,560
Total assets less current liabilities EEHERRBER 909,566 492,858
Non-current liabilities 3F}ﬁ§bﬁ1£
Zero coupon convertible bonds EREAIBRKES 18 = 84,461
NET ASSETS EEFHE 909,566 408,397
Capital and reserves IR A K f% 14
Share capital [N 19 281,083 43,938
Reserves M 628,483 364,459
Equity attributable to equity holders of £ X &R #E# G A JE(h A% i
the parent 909,566 408,397
Non-controlling interest AR = = -
TOTAL EQUITY REAE 909,566 408,397
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

BHGERRERZED R

FOR THE SIX MONTHS ENDED 30 JUNE 2010
BE-—F-ZFFNA=FHINEA

Equity
component
of Zero
Share Coupon Capital  Cumulative Non-
Share Share options  Convertible Capital ~redemption translation Accumulated controlling Total
capital premium reserve Bonds reserve reserve reserve deficit Total interest equity
E3-1
TRRES 2 -2 2:t
Bx  RGEE BRERE  EEES 0 E4AHRE 0 EERE  REEE  2HE4 & FBREZ  RESE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAL TET TEL TAL TEL TET TEL TAL TET TEL TEL
Six months ended HE-3-%F
30 June 2010 AA=tTH
(Unaudited) AR
(REER)
Beginning of period E\H%“ 43,938 805,044 - 23,230 10,482 1173 213 (475,683) 408,397 - 408,397
Total comprehensive loss A AR ER B A
attributable to equity E%W”m
holders of the Company X - - - - - - (213) (88,364) (88,577) - (88,577)
Issue of shares on rights HREETRA
issue, net of expenses (BHRER) 109,346 188,975 - - - - - - 298,821 - 298,821
Share options granted RiiBhiE - - 1 - - - - - 1 - 1
Exercise of share options TEERE 4394 9,667 (1) - - - - - 14,060 - 14,060
Convertible bonds issued {7 R E#%
and converted, net of ThkES
expenses (ENREZ) 32,048 76,528 - @3B - - - - 85,746 - 85,746
Conversion of optional bond  E#AiE 4 11,358 2,18 - - - - - - 38,500 - 38,500
Issue of new shares BOHR 79,099 73,519 - - - - - - 152,618 - 152,618
End of period S 281,083 1,180,875 - - 10,482 1173 - (564,047) 909,566 - 909,566
Six months ended
30 June 2009
(Unaudited) AR
(REER)
Beginning of period B 93,636 709,566 - - 10,482 1173 243 (589,825) 225,275 - 225,275
Total comprehensive income A/ AR EH B A
(loss) attributable to FEE2EMA
equity holders of the (FB)ig
Company - - - - - - (18) 121,522 121,504 - 121,504
Convertible Notes issued &7 RE#
and converted TAKZE 52,631 47,691 - - - - - - 100,322 - 100,322
Issue of new shares BTHR 2,127 32,610 - - - - - - 55,337 - 55,337
End of period Hir 168,994 789,867 - - 10,482 1173 225 (468,303) 502,438 - 502,438

FEHE 2010 EHEEERAT 7



CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

BRAGEHETRER

FOR THE SIX MONTHS ENDED 30 JUNE 2010

BE—F—FFA=FHIENEA

Unaudited
RBEZX
Six months ended 30 June

BEAA=THILEAEAR

8

2010 2009
—E-=F —EThEF
HK$°000 HK$'000
FET FET
Net cash (used in) generated from K& XX (FFA)MEBELSFHE
operating activities (521,698) 11,638
Net cash generated from (used in) REZEBME (FAA)RLSTFHE
investing activities 84,743 (25,350)
Net cash generated from financing ®EZFHFERSFE
activities 364,797 28,062
(Decrease) Increase in cash and BHeRBESEEY (L) EMN
cash equivalents (72,158) 14,350
Cash and cash equivalents at HYOZzReRBESEEY
beginning of period 135,168 65,721
Effect on cumulative translation B REREZY
adjustments - (18)
Cash and cash equivalents HAzEERESEEY
at end of period 63,010 80,053
Analysis of cash and cash RERAESEEYIM:
equivalents:
Bank balances and cash RITEEGF MRS 63,010 79,495
Pledged deposits EEBFR - 558
63,010 80,053
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS

STATEMENT OF COMPLIANCE AND
ACCOUNTING POLICIES

These unaudited interim condensed consolidated financial
statements have been prepared in accordance with the
applicable disclosure requirements of Appendix 16 to the
Rules Governing the Listing of Securities on the Stock
Exchange of Hong Kong Limited, Hong Kong Accounting
Standard ("HKAS"”) 34 “Interim Financial Reporting”, other
relevant HKASs and Interpretations and Hong Kong Financial
Reporting Standards (“HKFRSs”) issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA").

The accounting policies used in preparing these unaudited
interim condensed consolidated financial statements are
consistent with those used in the Group’s audited financial
statements for the year ended 31 December 2009 except for
the impact of the adoption of the following.

HKFRS 3 (Revised): Business Combinations/Improvement
to HKFRS (2009) with amendments to HKFRS 3

The revised Standard introduced a number of major changes
including the following:

. acquisition-related transaction costs, other than share
and debt issue costs, to be expensed as incurred;

J existing interest in the acquiree to be remeasured at fair
value, with the gain or loss recognised in profit or loss,
upon subsequent changes in ownership interests;

o non-controlling interest in the acquiree to be measured
at either fair value, or at its proportionate interest in the
identifiable assets and liabilities of the acquiree;

fily BA mP B B %5 R 3k B

SIX MONTHS ENDED 30 JUNE 2010
BE-—F-ZFFNA=FHINEA

BHBARSEEHE

M ERERZT REASE B ®RRTY
REBBBARXZMERRAZS L
MARRME N ZERARERE A
gt og ([BESHMAS]) B
Z2EBGHEL ([FAEFTER]F
345E [ BT 53R s ] REMAREAE L
SRR MR EBA T MRS LR
(BERMBREER ) REL-

B EREEZTRBRRA M B R
RFIRAZ T RREAKEEE-F
ENF+T-A=+ B LEFELEZN
BREMERAEER —Z ERA T
BRZZEEIN-

BREMBHREEREIN (KBFT) %
BEo  BEMBEREER ZBE (=
ERNF)ERERMBHREENFEIN
ZABE

HZAREZERSEZ AT EES B
BTA&E:

o  WBHEBERZKRA (Bin RERE
TTARAERSN) R EE S

s REWBH2RBRDABNER
BEDBERLBEEHFRAFE
BHE MMELZBENEGTE

i
o RMBUWEER ZIEIERERIZEAT

BN ETT 2 A @A EE R
BEZEELAIFE:
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STATEMENT OF COMPLIANCE AND
ACCOUNTING POLICIES (continued)

HKFRS 3 (Revised): Business Combinations/Improvement
to HKFRS (2009) with amendments to HKFRS 3
(continued)

o contingent consideration to be recognised at fair value
at the acquisition date; and

o goodwill to be measured at the excess of the aggregate
of the acquisition-date fair value of the acquirer’s
interest in the acquiree and the amount of any non-
controlling interest over the net of the acquisition-date
amounts of identifiable assets acquired and the liabilities
assumed from the acquisition.

The Improvements to HKFRS (2009) contains amendments
to clarify the measurement of the fair value of an intangible
asset acquired in a business combination and to permit the
grouping of intangible assets as a single asset if each asset
has similar useful economic lives.

The Group amended its accounting policies in relation to
business combinations in order to bring them in line with
the requirements under HKFRS 3 (Revised). In accordance
with the relevant transitional provisions in HKFRS 3 (Revised),
the Group has applied these new policies prospectively to
business combination for which the acquisition date is on or
after 1 January 2010. These changes in accounting policies
did not affect the accounting for the acquisition of the entire
interests in two subsidiaries, Perfect Time Investments Limited
and Richful Zone International Limited during the period since
these acquisitions did not involve material acquisition-related
transaction costs and no non-controlling interests were
involved.

Forefront Group Limited Interim Report 2010

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
8 B A B B 5 3R R P

SIX MONTHS ENDED 30 JUNE 2010
BE-—F—FFNA="FHINEA

BHBAREFTHE 2

ERVBREEAEIR (KB - ¥

BEf  BEUBRELER 2B (=

ERNF)ERETEMBREENEIN

Z1ERT (&)

e HFAKRESRUBEAZAFE
MR &

s BERWBINKKBL 2R
FWRBEE B Z A FEREMAIRE
Pt s & B AR RE - R PR IRE A]
HANEENWEE A 22 FER
ZRBBEMAEZBERZER

o

BRUBREENZBE (ZFF N
FIHBZHER] BERFTERELS
HREBEETVEEZAFEZTE X
R RHHE T & E 2 A B A& F HIAR -
ARl E R EEAMHF—RE &

ERtE -

AEBEITEEBETAH ZEFIK
B UNAEEBYEREERIEIN (K
BRI ZRE - RRBREBEMBMELER
F£35% (BEBFT) 2 HBREMRX A&
EoHWERA-_S—ZFF—H—H
HZRZEBAHEAZFTNBR &
FEBREHWY T ERANRBERR
MEBAR-—RXREARATREEH
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS

STATEMENT OF COMPLIANCE AND
ACCOUNTING POLICIES (continued)

HKAS 27 (Revised): Consolidated and Separate Financial
Statements

The revised Standard requires accounting for changes
in ownership interests in a subsidiary, while maintaining
control, to be recognised as an equity transaction. It also
requires, when the group loses control of a subsidiary, any
interest retained in the former subsidiary to be remeasured
at fair value with the gain or loss recognised in profit or
loss. This principle is also extended to a disposal of an
associate through the consequential amendments to HKAS
28 Investments in Associates. The revised Standard has been
applied by the Group retrospectively subject to specified
transitional provisions. The adoption of the revised Standard
did not have material impact on the financial statements for
the period ended 30 June 2010.

Other than the above, amendments and interpretations issued
by HKICPA which are or have become effective did not have
any material impact on the accounting policies of the Group.

At the date of authorisation of these condensed consolidated
financial statements, the HKICPA has issued a number of
new/revised HKFRSs that are not yet effective for the current
period. The Group is in the process of making an assessment
of what the impact of these HKFRSs is expected to be in the
period of initial application. So far it is concluded that the
adoption of them is unlikely to have a significant impact on
the Group's results of operations and financial position.

fily BA mP B B %5 3R % B

SIX MONTHS ENDED 30 JUNE 2010
BE-—F—ZFFNA=FHINEA

BHBAREFTHE 2

ERETERE275 (BBFT) (KE
S&: AR RS
ZEEETEUBRE KB ARE
HixtliBEEmAR KA EE
B BPERARRERF  BIN Z
AE RN TR AR TE e = B 2K 5 M B 8 B 2 #2 )
- BIPTRE R R B AR 2 I
BN FEEFE MEEZAER
RIBSHER - R ARAIBEBE LG
ERF28MNEBE R R ZREZERE
RIRRELEBERRZBER AEH
B ERR IR RR T E WA &
TRARE TR MR IR K ERT R A
SHHE T -TFNA=THLLHH
ZHBEHRREBRENEATE -

B EIN BESMASMBEME
SEARE e AP ES SR 3 1
S BRALBEMERTE -

REETNEUSEHEARSTHHRERE
B BEGHASERMEZHRAH
[ i R AR 2 #TR] B R B AR M 5
A AKEREFEZEERMH
HELEANENRERMEZBERTZE
B Al Z 45 A RN R AR e
REBZEERBERIBHINABRER

. 488
=
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS

51 BF o HR B 75 R R M R

SIX MONTHS ENDED 30 JUNE 2010
BE-—F—FFNA="FHINEA

2. SEGMENT INFORMATION

The chief decision makers have evaluated the performance
of operating segments and allocated resources to those
segments based on the Group's internal reporting in respect
of these segments. The executive directors consider investing
in associates, securities trading and provision of financing
services are the Group’s major operating segments. Segment
results represent the profit earned by each segment without
allocation of finance costs and share of results of associates.
The following analysis is the measure reported to chief
operating decision maker for the purposes of resources
allocation and assessment of segment performance.

TERRACREBEASEZLEDHEZ
AEMHE  FEZEIRZRRLEE
BOREENE - RITESTRANBE
REZRE BHFEEMRERHEBERSE
RARBZEIBRED B -DREMEE
BEDFEMAMREZ G - BRI ARD R
BRAREIERERRZEE AT D
MRATELERRAERZTE A
DEEBRRFEDERR -

Six months ended 30 June 2010 (Unaudited)
BE-Z-Z5XA=1+HLEARER (REEZ)

Provision of
financing
Investing services Unallocated Total
R
BE 7l & iR 7% REA @t
HK$'000 HK$'000 HK$'000 HK$'000
TR TER TER TER
Turnover EER
Net gain on disposal of and HERERREATER
dividend income from financial BrBMBEELZ
assets at fair value through BIFERIRE RS
profit or loss MIBEE 2 REMRA 11,614 - - 11,614
Interest income from provision of R BHAR % 2 F 8
financial services WA - 1,344 - 1,344
Total turnover BMEER 11,614 1,344 - 12,958
Operating results RexE
Segment results DREE (113,326) 1,355 (8,749) (120,720)
Share of results of associates JE(REE & N E 2 B4R 4,094
Negative goodwill arising from WEE—F M B AR
acquisition of a subsidiary FELAZEEE 3,262
Net gain on disposal of HE—FRBRARZ
a subsidiary B EE 25,000
Taxation I8 -
Loss for the period HAEE (88,364)

Forefront Group Limited Interim Report 2010



NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
B 75 ¥R R B o

SIX MONTHS ENDED 30 JUNE 2010

2. SEGMENT INFORMATION (continued)

fi5 BH # HA

#

2. pEER &)

E-F-FEAASFALNEA

Six months ended 30 June 2009 (Unaudited)
HE-ZTZAFRAZTHLEAREAR (REEZ)

Provision of
financing
Investing services  Unallocated Total
HEfit
®E mE RS REAE Bt
HK$'000 HK$'000 HK$'000 HK$'000
FAT FAT FAT FAT
Turnover EE L
Net gain on disposal of and HERBRREAFE
dividend income from financial REZHBEEL
assets at fair value through AR FEE KRB HE
profit or loss HHEEZREBRA 14,603 - - 14,603
Interest income from provision of 124t & B iR 7% 2 7 B A
financial services - 911 - 911
Total turnover RERE 14,603 911 - 15,514
Operating results REEE
Segment results NHEESE 96,222 30,702 (4,866) 122,058
Share of results of associates BB ERNRCEE 303
Taxation B8 -
Profit from continuing operations 7R B B &L 215 2% 5 122,361
Loss from discontinued REBRIEREEB
operations &5 (839)
Profit for the period HMARF 121,522
FHARE 2010 BAHEEERALE
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
8 B A B B 5 3R R P

SIX MONTHS ENDED 30 JUNE 2010
BE—F—FFNNA="FHINEA

2. SEGMENT INFORMATION (continued) 2. 7RER @
An analysis of the Group's assets by operating segment is set REEEEREEDEITWT
out below:

At 30 June 2010
R-E-ZFFXB=TH

Provision of
financing

Investing services Unallocated Total
Rt

RE&E & R% REDE gt

HK$’000 HK$'000 HK$'000 HK$'000
TET TRER TET TRT

Segment assets DEEE 500,215 245,813 149,150 895,178
Interests in associates NN 41,588
936,766

At 31 December 2009
RZEBEZNF+=-_A=+—A~

Provision of
financing

Investing services  Unallocated Total
Rt

RE & R R B st

HK$'000 HK$'000 HK$'000 HK$'000
TAET TAET THET TAET

Segment assets DEEE
— continuing operations —BELEER 273,919 104,511 100,651 479,081
— discontinued operations — BRI EER 5,286
Interests in an associate N RN 37,094
521,461

Forefront Group Limited Interim Report 2010



NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
3 B P S 5 R R I

SIX MONTHS ENDED 30 JUNE 2010
BE-—F-ZFFNA=FHINEA

Hong Kong Profits Tax has not been provided as the Group's
entities either have no assessable profit or their assessable
profits for the period are wholly absorbed by unrelieved tax
losses brought forward from previous years.

(LOSS) EARNINGS PER SHARE

Basic (loss) earnings per share

The calculation of basic (loss) earnings per share is based
on the weighted average number of ordinary shares of
1,848,558,000 shares (2009 (restated): 254,684,000 shares)
in issue during the period.

3. (LOSS) PROFIT BEFORE TAXATION 3. BRBiAT (&#E) &R
(Loss) Profit from operations has been arrived at after L (BE)HSMENB T &EEZY
charging: R -
Six months ended 30 June
BEAR=THLAEA
2010 (Unaudited) 2009 (Unaudited)
Z2-2F (REER) ZEENF(REFR)
Continuing Discontinued Continuing  Discontinued
operations  operations Total  operations  operations Total
BiE B 52 BEIE
Rexk  KEXY # REXB REEH e
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT TAT TAT THL THL THL
Depreciation e 442 - 442 - 546 546
Staff cost and related expenses B TAA RIEBER X 2,680 - 2,680 1,596 1,798 3,394
Share-based payment in respect ~ BEEREZ LRHZF 2
of share options FA 1 - 1 - - -
Amortisation of effective interest R/ IR &5 B F| 5 8
on convertible bonds 1,286 - 1,286 322 - 322
TAXATION 4. BB

MR AEE 2 B\ R TUEF R
HAZERFENERBTEFEEEL
AEEHEBEE SR E WA EHR
BRENSHERE-

BR(EEB)2F

BRER (FE)EA
BREXR(BR)BAKRHRNB BT
1,848,558,000k (Z T T N F (&
%) :254,684,000/% ) & i@ A% hN#E F 5
HETHE-

From continuing operations REFESEER
The calculation of the basic (loss) earnings per share from RREEREFELCEEB 2BRER

continuing operations attributable to shareholders is based
on the loss for the period from continuing operations of
HK$88,364,000 (2009: profit of HK$122,361,000) and the
denominators detailed above in respect of weighted average
number of shares.

(BR)BIIEBECEEB 2HANE
888,364,000/ 70 (ZE T N F & 7
122,361,000 7T ) & £ X BT EF it 2 N
B REBETE -

RS 2010 BAERERRLQA
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(LOSS) EARNINGS PER SHARE (continued)

Basic (loss) earnings per share (continued)

The weighted average number of ordinary shares adopted in
the calculation of basic earnings per share for the six months
ended 30 June 2009 has been adjusted to reflect the impact
of the capital reorganisation and the rights issue effected
subsequent to 30 June 2009.

From discontinued operations

The calculation of the basic loss per share for the
discontinued operations attributable to shareholders based on
the loss for the period from the discontinued operations of
HK$Nil (2009: HK$839,000) and the denominators detailed
above in respect of weighted average number of shares.

Diluted earnings per share

For the six months ended 30 June 2010, as there was an anti-
dilutive effect after adjusting for the effects of all dilutive
potential ordinary shares, diluted loss per share for continuing
and discontinued operations were the same as the basis loss
per share.

For the six months ended 30 June 2009, the calculation of
diluted earnings (loss) per share is based on the weighted
average number of ordinary shares of 255,979,000 shares
representing basis weighted average number of shares of
the Company of 1,052,121,000 plus the weighted average
number of shares of 5,351,000 shares deemed to be issued if
all outstanding convertible bonds during the period had been
converted, and adjusted for the share consolidation on the
basic of every five shares to one consolidated share and the
rights issue which were effected subsequent to 30 June 2009.

For the six months ended 30 June 2009, the calculation of
the diluted earnings per share from continuing operations
attributable to shareholders is based on the profit for the
period from continuing operations of HK$122,361,000 and
the denominators detailed above in respect of weighted
average number of shares.

Diluted loss per share from discontinued operations for the six
months ended 30 June 2009 was the same as the basis loss
per share as there was an anti-dilutive effect after adjusting
for the effect of all dilutive potential ordinary shares.
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SIX MONTHS ENDED 30 JUNE 2010
BE—F—FFNNA="FHINEA

BR(EB) &R 2
SREX (FE) B ()
HEHBE-TTAENA=THLAA
B 7 G R AN R B FTER A 2 B AR A
BEHUBOERE WRBRR-ETH
FERA=ZTHRBETZERAEAHNREK

2T
B R

BREERBERLIEGEXH 2 BRE
AEBRRORIEEEXB CHABRT
BT (ZZEZT N4 839,000 7T) &
PR 2 keI R BT B

BRBERTN
BE_Z-TFAA=Z+tAHLAEA"
HRARMAEE#E S BRI FER
EERBEYE QBERSRIELE
B2 BB EERESREANEEM
BB

HE_ZZNFAA=THILEA
FREERF (FIE)1%255,979,0000%
TR NEFE S (AR BN 2 E
ANANFEF9E01,052,121,0000% 5 HnfR
SHAMAABRZ BB ESES
BB R B T EIT 2 INEF IR E
5,351,0008% ' WE SR ZEZNFRA
= tHBETZROHAEMH (EEAEER
B DEHE—BREFRG) RERE
M) E -

HE_ZZNF A=+ H1EAHE
A BREEEREBELEER TR
BERARSECEEBE 2HNGER
122,361,000/ 7T & b SCRTRF 4l 2 hn4gE
FHREEE -

BE_TTAFA=THILREAR"
HRERMAECH ST AR I ER
EERBEXE HERIELEXRBZ
BREEERESRENEEAR-



NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
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RELATED PARTY TRANSACTIONS

Other than disclosed elsewhere in these interim financial

statements, during the six months ended 30 June 2010, the

Group had the following significant related party transactions:

Mr. Zhuang You Dao (“Mr. Zhuang”), a director of the
Company, has given personal guarantee to the Group
for a loan of HK$5,000,000 granted to a subsidiary to
finance its loan to Tianjin Kai Sheng Automobile Service
Company Limited (“Tianjin Kai Sheng”), an associate of
the Group. The loan was fully settled in March 2010.

In addition, during the period, the associate advanced
RMB12,000,000 (equivalent to HK$13,761,000) to Mr.
Zhuang which amount has been pledged as a security to
facility the associate to obtain banking facilities from a
bank. In addition, such banking facilities are secured on
a personal guarantee given by Mr. Zhuang to the extent
of RMB12,000,000.

On 22 December 2009, the Group agreed to grant
additional loan of HK$12,500,000 to Tianjin Kai Sheng.
The facilities was also guaranteed by Mr. Zhuang, for
use in financing the associate’s automobile distribution
business. The loan was terminated on 5 February 2010
and no cash outflow was incurred in respect of the loan.

Mr. Zhuang has given personal guarantee to a supplier
of the associate for financing facilities in aggregate of
RMB20,000,000 (equivalent to HK$22,935,000) granted
to the associate.

SIX MONTHS ENDED 30 JUNE 2010
BE-—F—ZFFNA=FHINEA

BEALRS

L BN
S AEERBRE-T-TEAA=T
BIAEARET 2 EABEALR S
m -

(a)

KRABESERELE ([H
EEDBRETF -—HNBAFZ
5,000,0007% 7T & 5K [m) 78 & [ 2
BAER MEBERTBIER
NEmMAEERE AT R ET
BABHERARAR ([XREM
BRHRIZER - ZEEHER
—ZE-ZTFE=ZA2HEN-

e AN+ 5% B A | 5 HA A 1A B AR
H# A AR #12,000,0005T (48
£ 313,761,000 70) - ZEHIE
ERER - ERREE QA RIEG
RITZRITRE 2R oo
EEEITHMENFEEL T2
BAAZREER 2EUARE
12,000,0007T AR °

RZEBEZANF+ZAZ+ZH K
SERERXEMINER L EIN
B #12,500,0008 T SRt &
INE N A RMIER - RAARZ
BENR 2B HEBIRHRE
- REBERHEBEN_T—ZTF=
ARB&IE MZEERILEEK
WEMH e

HEEB Rz E QAR
RHEIBMEFEERES HA
R #20,000,0007T (&R
22,935,000/ ) MZEE R a2
— B EEREEEAER

I
o> >
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS

i1 BF o HR B 75 R ok M R

SIX MONTHS ENDED 30 JUNE 2010
BE—F—FFNNA="FHINEA

7. PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2010, the Group spent
HK$44,000 (six months ended 30 June 2009: HK$Nil) on
additions to property, plant and equipment for daily operation
use. No disposal of property, plant and equipment was taken
place during the six months ended 30 June 2010 (six months
ended 30 June 2009: property, plant and equipment with an
aggregate carrying value of HK$232,000 were disposed with

a loss of approximately HK$68,000).

ME- -HMERSRE
HE-_ZT-—ZTFA=FTHLAEAR"
REBREEL4,0008 7L (BHE-_ZTTAN
FRA=ZTHLERNRBEA-ZTBL)ARE
M- -BERBREEBTEERS &
EE-EFRNAZTHILEANEAYE
LEVE BEERRE(BE-TTAH
FRA=ZTRHIEARNER HEREMES
HA232,0008 T 2 ME - BB MRE
i ) & &5 18 49 568,000 7T ) °

8. INTERESTS IN ASSOCIATES 8. MEtENT 2R
As at
31 December
2009
As at 30 June 2010 (Unaudited) (Audited)
REFENE
+=A
=+—H
R=ZZ-ZFXA=1H (KEEK) (BE%)
Golden  Tianjin Kai Tinhua
Fame Sheng (Note a) Total
RE
&¢F REMIE (Pizxa) wst
HK$'000 HK$°000 HK$'000 HK$'000 HK$'000
TET TET TR TET TET
Share of net assets EEEERE 38,316 3272 - 41,588 103,601
Goodwill on acquisition ~ WEELZHE - - - = 91,993
Impairment loss REER - - - - (158,500)
38,316 3,272 - 41,588 37,094

Forefront Group Limited

Interim Report 2010




NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
3 B P S 5 R R I

8. INTERESTS IN ASSOCIATES (continued)

(a)

Investment in Tinhua Excel Way Special Fiber
(Xintai) Company Limited (“Tinhua")

Reference is made to the annual report of year 2009
and related announcements. The Group had invested
in Tinhua by acquiring two subsidiaries, Excel Way
Investments Limited (“Excel Way"”) and Shinning Global
Worldwide Limited (“Shinning Global”), at an aggregate
consideration of HK$158,500,000. Due to the lengthy
administrative process for a bank in granting banking
facility to Tinhua, the required liquidity to meet the
working capital requirement for the commencement
of Tinhua's production has been adversely affected.
Up to the year end date of 31 December 2009, the
Group had not yet injected the last instalment of
capital of HK$24,149,000 (US$3,100,000) due to the
uncertainties arisen from the postponed trial run and
formal operations of Tinhua. The Group believes that
such uncertainties arisen will in turn increase the risk
exposure of its investment in Tinhua. The directors
were of the opinion that the possibility of recovering
the residual value from the investment in Tinhua was
low and a full impairment loss of HK$158,000,000 was
made in the financial statements for the year ended 31
December 2009.

SIX MONTHS ENDED 30 JUNE 2010
BE-—F-ZFFNA=FHINEA

8. REBENTIZESR #)

(a)

RAEZRBEHE (FR)FR
ARA(TRE)Z2ERE
BEURROL-ZZZNAFFRKME
Ao REELDE B IKEM
MHB AR BEHIZEERARA
&) (3% B ] ) &Shinning Global
Worldwide Limited ([Shinning
Global |) M &N KE B8R E
£158,500,000/8 7L AR IR 7T
MAERZLRITEEERELR
ZITHER SRKRERSHER
HESERRARAEEB ZEE
B2 —FXYIMMEE-BHEF
HH-_ZEEAFT+_A=+—H
b REE N EEE & & — B
&24,149,000/% 7T (3,100,0003%
7T RERREHETRIER
EENEHEEETHERAE-
REBRE HAZETHEEA
EREMAEERKREZIRER
B BEEZRA  ARAWBIRX
E2IREZHBEBZIREET
X EMERBEE_TEENF+=
A=1+—BLEFEZHBEREA
s 2 BUR{EE18158,000,0007%
5o

RS 2010 BAERERRLQA
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
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SIX MONTHS ENDED 30 JUNE 2010
BE—F—FFNNA="FHINEA

8.

INTERESTS IN ASSOCIATES (continued)

(a)

Forefront Group Limited

Investment in Tinhua Excel Way Special Fiber
(Xintai) Company Limited (“Tinhua") (continued)
Given the unforeseeable prospect of Tinhua's business,
management has appointed provisional liquidators
to voluntarily liquidate Excel Way. A Statement of
Voluntary Winding Up and the Notice of Appointment
of Provisional Liquidators were filed with the Company
Registry on 14 April 2010 and the commencement of
the voluntary liquidation process has been disclosed
in the Company's announcement on 15 April 2010.
Pursuant to High Court Order on 31 May 2010, joint
and several liquidators had been appointed and as at
the end of the reporting period, Excel Way is still under
the winding up process.

Pursuant to the Subscription Agreement entered by
the Group with Excel Way and Mr. Yeung Ming Kwong
("Mr. Yeung”),
August 2008, the consideration for subscribing the
subscription shares of Excel Way was US$7,500,000 and
up to the end of the reporting period, the Group has
paid US$4,400,000 to Excel Way for capital contribution
to Tinhua. The remaining outstanding portion of
US$3,100,000 (HK$24,149,000) was included in other
payables as at 30 June 2010.

the director of the Company on 26

Interim Report 2010

8. REBENTIZESR #)

(a)

RREBHBELE (FR)AR
DR (TRE) Z2RE (#)
ERREXBZ RS &1
BECRERBEBRAMERETT
BEER - N _T-TFMA+X
B BERRRAELZERES
BABANECEEZRX TR
B MARRIBRAR-ZE—FF
MAtTHBAZAMARE 885
BEFOEERA -REAHLS=-F
—ZEFRA=Zt-HBZRFEMK
A HEARENBEBRBACDEZ
£ MRBEHERRD  HEDE
RIBBREFH -

BEAEER_ZZNENA
Z+ARNBESHEEARRES
B EE(BEEDNE L
REHE RBEH2RERD
27 {8 /7,500,000 7t M &
EREHERA - AEBE AR
[ 3 4,400,000 7T 1E A B K
E2FE#% 173,100,000 7T
(24,149,000 ) RZ R EE
R-ZE—ZTFNAZ+THFAE
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SIX MONTHS ENDED 30 JUNE 2010
BE-—F-ZFFNA=FHINEA

9. GOODWILL 9. BE
As at
31 December
2009
As at 30 June 2010 (Unaudited) (Audited)
RZEENF
+-A
=t+—H
R-ZB-ZEXA=1H (REEHR) (B&5R)
Natural
Harvest
Leapfly  Investment
Limited Limited Total
Leapfly BARE
Limited BRAF @t
HK$'000 HK$'000 HK$'000 HK$'000
TER TER TER TET
Carrying value REE
Acquisition of subsidiaries W B AR 20,000 55,000 75,000 75,000
Less: Impairment loss B OREEE (20,000) (55,000) (75,000) (75,000)
At end of the reporting period RBREHLERA - - - -
10. INTANGIBLE ASSETS 10. B EE
HK$'000
FiET
At cost R A
Addition — acquisition of subsidiary (note 21) & in—UWEH B Q7 (FiE21)
and at end of the reporting period R REHERAE 82,500
Reference is made to the Company's announcement dated 9 ERMAAFBRRE-_ZT—FFMA
April 2010, the Group acquired the entire issued share capital NBZ A2 RAEBERKE-—FHIARZE
of a company which owns the rights to (i) obtain 50% of BEEITRA  ZAREBUTSIERE
forestry land use rights and forestry trees entitlement of three A (ESHPEARLME ([HRH])E
forestry sites in Simao District, Puer City, Yunnan Province, the A EETEF R =5 2 50% i
People’s Republic of China (the “PRC") and (ii) share 50% of AR RMAFT A # - R>()D1EZEM

distributable profits of these forests. #,250% R 53 K 4 A1) ©

mEKE 2010 EhEmARAn 2]
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
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SIX MONTHS ENDED 30 JUNE 2010
BE—F—FFNNA="FHINEA

10. INTANGIBLE ASSETS (continued)
At the date of acquisition, the fair value of these rights was
assessed at HK$82,500,000 with reference to the valuation
on the forestry land use rights and forestry tree entitlement
of these forests conducted by an independent professional
valuer, B.l. Appraisals Limited, on the market approach which
considers prices recently paid for similar assets.

The forestry land use rights and forestry trees entitlement
of these three forestry sites are 50 years from 8 January
2010 to 7 January 2060, according to the reissued forestry
land use rights and ownership rights issued by the PRC local
government.

11. AVAILABLE-FOR-SALE FINANCIAL ASSETS

0. BLEE #)

RUEEZ B ZEEN 2 AP EET G
#%82,500,000/8 7T - WKL EE T H
FEEMROERTEERARCAT
355 05 1 5% B I 2 AR (50 R A R MRS B
ERETZHE(BERPERBUEER
2R GEE) MEE -

AR5 Hp B 3 75 IS R 8 2 AR (s R
ERMAKFBRE & =R 2 MR
RERMAEEB_Z—ZFF—AN

BRE-_ZAZTF—HtHLAHS0
fﬁo

"M AIHEHEVBEE

As at As at
30 June 31 December
2010 2009

R-Z—F R-_ZTTNF
ANA=+TH t-A=+—H

(Unaudited) (Audited)
(REEZR) (&%)
HK$'000 HK$'000
FERT FHET
Unlisted equity interests in Taiwan, at cost A A&~ IF F AR

KA 6,908 6,908

Unlisted equity interests in Hong Kong, REBEZIEETRARER
at cost KA 25,000 25,000
Less: Impairment loss recognised B EERBEEE (31,908) (31,908)

Forefront Group Limited Interim Report 2010
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SIX MONTHS ENDED 30 JUNE 2010
BE-—F-ZFFNA=FHINEA

12. FINANCIAL ASSETS AT FAIR VALUE

12. RESRIRBRAFERE Y

THROUGH PROFIT OR LOSS HEE
As at As at
30 June 31 December
2010 2009
R-ZZE-ZF RZZEZTNF
AA=+H +=ZA=+—H
(Unaudited) (Audited)
(REEX) (&%)
HK$'000 HK$'000
FERT FET

Listed equity securities listed in REA LMz ETRAES
Hong Kong

At beginning of period/year RE/F9 273,919 98,748
Additions [N 530,176 311,080
Disposals HE (178,982) (162,748)
Fair value adjustments NEEFE (124,898) 26,839
At the end of the reporting period REEHERA 500,215 273,919

The fair value of listed equity securities is based on quoted

market prices in active markets at the end of the reporting

period.

ETBRARS 2 A FEDRERE S
REEREMIGARTEFE-

AR E 2010

BHEEEERAF
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS

5 BA /R Hf

B 7% ¥R R M =

SIX MONTHS ENDED 30 JUNE 2010

Az —-F—

EEFENA=FHIENEA

13. LOAN RECEIVABLES

Loans granted to borrowers are repayable according to
repayment schedules. The balance represents:

13. ERE K

F“”J\?’é?ﬁzgm
- BRRERIE

\\\

ARRRERRERE

At At
30 June 31 December
2010 2009
R-IZE—ZF RZZEENhF
AB=+tH +ZA=+—8
(Unaudited) (Audited)
(REEER) (=)
Note HK$'000 HK$'000
B 2 F#& T THET
Loan receivables from third parties JEUWEE = H &R (a) 247,272 61,553
Allowance for doubtful debts ROR (1,459) (1,471)
(b) 245,813 60,082
Notes: MR
(@) At the end of the reporting period, (i) loan receivables carry (@) MRBEHHERE (VERERZEF

Forefront Group Limited

effective interest rates ranging from 2% to prime rate plus
2% (31 December 2009: prime rate); (ii) loan balance of
HK$1,459,000 was overdue and was fully impaired; (iii) the
remaining loan balances of HK$245,813,000 are within
the respective maturity dates; and (iv) loan balances of
HK$170,669,000 are secured by the borrowers’ net interests
in their account maintained with a broker (31 December 2009:
HK$60,082,000); and (v) loan balance of HK$75,144,000 (31
December 2009: HK$Nil) is unsecured.

The granting of loans had been approved and monitored by
the Company's executive directors in charge of the Group's
money lending operation. The executive directors assessed the
collectability of loan receivables at the end of the reporting
period individually with reference to borrowers’ past collection
history and current creditworthiness. In the executive directors’
opinion, there was no indication of deterioration in the
collectability of the remaining amount of HK$245,813,000
(2009: HK$60,082,000) and thus no additional allowance was
considered necessary.

Interim Report 2010

ﬂiﬁ?z@é%@%ﬂibuz@(:
iin¢+*ﬁ2+—a REE
FIE) : ()E K4 1,459,000 7T
B@Eﬁ*ﬁ W E2HEE: (i
T E F 45 £4245,813,000/8 T EE
B (iv)E A $2170,669,0007 T 5
NERABLRELIEFPRZ FEE
EER(ZZEZAF+ A=+ —
H : 60,082,000 7T) : ()E H &
75,144,000 7T 37 £ LA (F ] 35 98 dn 1
ER(ZZEZENF+ZA=+—RH: %
BIL) e

BREBROREETEAREREEL Y
RRABRITESIHRE TTHER-
EBRTESNREPERB2RBIE
HANBEZERCHEBREZEA
RE BTG REERE K-
BRRNTEERATEDRRBEREE
#4%8245,813,000%8 L (Z TN F:
60,082,000/ 7T ) 75 [ 3R AR - BUE
BIELFEINEE
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SIX MONTHS ENDED 30 JUNE 2010
BE-—F-ZFFNA=FHINEA

14. OTHER RECEIVABLES

14. EfbEWRFRIE

At At
30 June 31 December
2010 2009
R-ZE—=5F NZETNF
ANA=+H +ZA=+—H
(Unaudited) (Audited)
(REEER) (=)
Note HK$'000 HK$'000
BT 5 FET FET
Other receivables H fth fE W R 1E
Deposits, prepayments and other &% « JA T 7018 & H fh fE U IR 3¢
debtors 2,834 6,929
Due from an associate JFE Ui — & Bt & A B FRIE = 5,065
Dividend receivable from JE U — A A Bl IR E
an associate - 2,000
2,834 13,994

15. PLEDGE OF ASSETS

As at 30 June 2010, margin facilities from a regulated
securities broker were granted to the Group which were
secured by the Group's financial assets at fair value through
profit or loss. As at 30 June 2010, the Group has not utilised
any of these facilities and the carrying amount of the financial
assets at fair value through profit or loss being charged by
the securities broker is HK$500,215,000 (31 December 2009:

HK$273,919,000).

15. EEEKH

%

R-_ZE—ZTEXA=+H AEEE—
EREEFCLEREFERE  WUAK
SERESRERATERER VKA
EEER - R-_ZT—ZFA=1+8"
REBWEEATMRZZHE - K
ZBEFERL IR IBERZAFEE
1§ 2 B %58 E 2 IR TE B &500,215,000

BT(ZETZNF+-_A=+—8H:
273,919,000 7T ) °

AR E 2010

BHEEEERAF
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS

i1 BA = B B 7% 3R R B

SIX MONTHS ENDED 30 JUNE 2010
BE—F—FFNA="FHIENEA

16. OTHER PAYABLES

16. H b B {4+ KA

At At
30 June 31 December
2010 2009

R=B—%F N-TTAF
AB=+R t-A=t-H

(Unaudited) (Audited)
(RBER) (EEZ)
Note HK$'000 HK$'000
B 5 FE T THET
Other payables H b (S 7R IE

Accrued charges and other FE&H & A3 I Hth & 5 BR 3K
creditors 3,290 4,454
Subscription monies payables JEAS SR EE TR (a) 23,910 24,149
27,200 28,603
(@ The amount included US$3,100,000 (HK$24,149,000) which (@) ZEFHHEAHEIE3,100,000% ¢

represented outstanding consideration for subscribing the
subscription shares in Excel Way which is under liquidation. The
details are more fully explained in note 8.

Forefront Group Limited Interim Report 2010
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS

17. DERIVATIVE FINANCIAL INSTRUMENTS

i1 BA mP B B 755 R 3k B

SIX MONTHS ENDED 30 JUNE 2010
BE-—F—ZFFNA=FHINEA

17. TTEBK IR

At At

30 June 31 December
2010 2009
R-B—2F N_ZETNEF
ANA=+H +=ZA=+—H
(Unaudited) (Audited)
(REEXK) (& FEZ)
HK$°000 HK$'000
THERT TET

Financial liabilities related to

the convertible bond options BBaE

On 17 December 2009, the Company had issued zero coupon
convertible bonds (“the Bonds"”) to certain independent third
parties at an aggregate principal amount of HK$110,000,000.
The details are more fully explained in note 18. In accordance
with the terms of the bond instrument, an option is attached
to the Bonds. On exercising the conversion rights within 12
months from the date of issue of the Bonds, a converting
bondholder shall be granted the option by the Company to
subscribe, in cash at 100% of their principal amount, for
an aggregate principal amount of optional bonds equal to
the principal amount of the Bonds being converted by the
converting bondholders.

On 11 February 2010, HK$110,000,000 of the Bonds were
fully converted into 324,483,760 shares of the Company.
Upon conversion, the bondholders were granted the option
by the Company to subscribe for the optional bonds for an
aggregate principal amount of HK$110,000,000.

AmEREFEERS R

RZBEZAFEF+_A++H ARQF
METRLE-FETACBEE
110,000,000 70 2 T B R A] k(&5
([EFH]) cE—TFHBHAMT18 - 1R
BEFNBZEGT BEFWHEEERE-
W EHZHITARE2E A AT E 8
HE ETERZBESBEEARERR
AR TFBIEE TUALEI00% 2R
CRENBERSNETER ZES
RBAMBR GRS RENE
%éo

T -—ZFTF A+ —H
110,000,000 L EH B EBHE R A
324,483,760 AR RN o AAEEIARS -
EHEFBABARRRTRER IR
AR & 48 %832110,000,000/8 70 2 £ 12
MEH -

RS 2010 BAERERRLA
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS

i1 BA = B B 7% 3R R B

SIX MONTHS ENDED 30 JUNE 2010
BE—F—FFNA="FHIENEA

17. DERIVATIVE FINANCIAL INSTRUMENTS

Forefront Group Limited

(continued)

The value of options was valued by Bl Appraisals Limited, an
independent valuer, at the issue date and at 30 June 2010
using the Black-Scholes Option Pricing Mode. The inputs into
the model were as follows:

17.

TTEMBE IR #)

B BELHB I AEMRBEER
AEERARNBFEITAR-E-—FTFX
A=tRERMBOR - FAHREEE
BAGEITRE BN 2B AEDT

At the As at

date of 30 June

issue 2010

R-ZE—TF

REITH ~NA=+8

Conversion price HEIR(E HK$0.339/87c  HK$0.322/8 7T
Risk free rate 42 [ i ) = 0.216% 0.537%
Expected exercise period T8 BB S ER 0.595 yearfF 0.214 yearfF
Volatility A 64.196% 26.231%

Expected volatility was measured at the standard deviation
of expected share price returns based on statistical analysis
of daily share average prices of comparable companies with
similar business over the past years immediately preceding
the grant dates. The expected life of call options used in
the model represents management’s best estimate, taking
into account of non transferability, exercise restrictions and
behavioral consideration.

During the six months ended 30 June 2010, certain holders of
the bonds have exercised their options to subscribe optional
bonds amounting to HK$38,500,000 which have also been
converted into 113,569,316 shares of the Company. The
changes in fair value of options during the period ended 30
June 2010 are as follows:

FHREIRBER R L AHBER
FRUXBZAELBRRABZEAK
DFHERZBEON  RBHRER
BERREEETE - ZRAMAZ
REMEENARREEEE 2 &ER
i EREEE AATERE TRERBIK
TRRESFHEE-

REBEEZZFT-—ZTFAA=THILEAE
A EBTESFBEACTERESZRE:
R HE38,500,0008 T 2B EMES I
B 28 5113,569,316/0% AN A 7] %
B-RBEZE—ZEFA=+HLH
M EEREZAFEESHOT

HK$'000

FAT

At initial recognition R BEXERE 11,674
Fair value decrease NEE R A (11,674)

At 30 June 2010

Interim Report 2010

R-ZE-FFXA=1+H -
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18. ZERO COUPON CONVERTIBLE BONDS

i1 BA mP B B 755 R 3k B

SIX MONTHS ENDED 30 JUNE 2010
BE-—F—ZFFNA=FHINEA

18. ZEEETMBRRESH

As at As at
30 June 31 December
2010 2009

R-EBE—ZF N BTN F
ANB=+tH +-A=+—H

(Unaudited) (Audited)
(REEZR) (&%)
HK$'000 HK$'000
FET FHET
Liability component =R
At beginning of period/year ERF 4] 84,461 -
Fair value at inception BITR 2 AFE 28,028 141,175
Issuing costs BITRAR = (2,154)
Amortisation of effective interest BIHERA S 1,286 762
Exercise of conversion rights 17 {55 62 2 4 (113,775) (55,322)
At end of the reporting period RBEHEER - 84,461
Equity component )
At beginning of period/year RERFE ) 23,230 -
Fair value at inception BTRZATE 10,472 68,825
Issuing costs BT - (595)
Exercise of conversion rights 1T (33,702) (45,000)
At end of the reporting period RBEMEER - 23,230
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18. ZERO COUPON CONVERTIBLE BONDS

(continued)

On 17 December 2009, the Company had issued certain
zero coupon convertible bonds (the “Bonds”) to certain
independent third parties at an aggregate principal amount
of HK$110,000,000 bearing no interest. The Bonds are
convertible into ordinary shares of the Company, the whole or
any part of the principal amount outstanding, at conversion
price of HK$0.55 per share and have a maturity of 2 years
from the date of issue. In accordance with the terms of the
bond instrument, an option is attached to the bond. On an
exercising the conversion rights within 12 months from the
date of issue of the Bonds, a converting bondholder shall be
granted the option by the Company to subscribe, in cash at
100% of their principal amount, for an aggregate principal
amount of optional bonds equal to the principal amount of
the Bonds being converted by that converting bondholder on
the relevant occasion. Accordingly, the maximum aggregate
amount of additional Convertible Bonds in respect of which
Options may be granted is HK$110,000,000.

The fair value of the liability component and the equity
conversion component were determined at issuance of
the Bonds. The fair value of the liability component was
calculated using a market interest rate for an equivalent non-
convertible bonds. The residual amount represents the value
of the equity conversion component.

On 10 February, 2010, the conversion price of the Bonds was
adjusted from HK$0.55 per share to HK$0.339 per share.
On 11 February 2010, the Company has received conversion
notices from the bondholders to request for the conversion
of the Bonds issued. The Company has then issued a total of
324,483,760 shares at the conversion price of HK$0.339.

Forefront Group Limited Interim Report 2010

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
8 B A B B 5 s R P

SIX MONTHS ENDED 30 JUNE 2010
BE—F—FFNA="FHIENEA

18. ZEEEMBRES (&)

R_EZEANF+_A++H ARQA
MEFTRBILE=-FBTABEE
110,000,000 L K et EZ B TERE
S ]RES ([EF]) EHTUE
BMEFR.SSHETT KR MBREMIH
REETSEERAAQFEBR &
WEAR BT BT REIMF - RIEESH
MBI BB RNES W
EHBITHB12@EARNTEERE -
ETBBR I EFBAEABERAGRER
TEERE ATUAXESEI00%2H SR
BAHEBHESNETERZESF
BEAREBEBATHEERZESF A
BoEEBMES AL - P RAERN
BEEECBIINTRRESBERE R
110,000,000 7T °

BERD REmE D 2 AFEERET
BEFRET - BEAD <A FEIER
R Z AT MEESR 2 NS EFE -
RpBEEA BRI 2EE-

R-_E—ZTF_A+H EHF2HHRE
E B SR0.55ETTHAEEFR0.339%
T-R-_E—FE-A+—0 &AQA
BERBIESRHBEAZRD 2ERBN B
FEMBBITES HE AQAEIE
EIR(E0.3398 L8174 324,483,760
B AR A7 ©



NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS

18. ZERO COUPON CONVERTIBLE BONDS 18.

(continued)

In addition, certain bondholders of the Bonds have exercised
their options to subscribe additional bonds amounting
to HK$38,500,000 which have also been converted into
113,569,316 shares of the Company at the conversion price
of HK$0.339.

Subsequent to the end of the reporting period, on 29 July
2010, the conversion price of the Bonds was further adjusted
from HK$0.339 per share to HK$0.322 per share.

3 B P B S R R I
SIX MONTHS ENDED 30 JUNE 2010
BE-—F—ZFFNA=FHINEA

EEETMBRRES 2)

o BT EHFFEEACITEELEER
LA 52 B#$38,500,000/8 T 2 BB HNE 5
W EHRERB03VE LB 2EHR A
113,569,316/% AN A A fE 15 o

REHEREE RZZE—ZF A
—t+hE EEZEREEHSR0.339
BILE— P ABEEER0.322B T

19. SHARE CAPITAL 19. B&
As at 30 June 2010 As at 31 December 2009
(Unaudited) (Audited)
R=Z-—ZF RZEZNF
ANA=1H +-RB=+—-H
(RRBER) (&%)
No. of No. of
Shares Shares
R E B fn 2B
‘000 HK$'000 '000 HK$'000
TR FTET Tk FET
Authorised: EE:
Ordinary shares of HK$0.10 each SREE0.I108 T2
Lidk 50,000,000 5,000,000 50,000,000 5,000,000
Issued and fully paid: BRTRAR:
Ordinary shares of HK$0.10 each SREE0I0B T
Tim 2,810,825 281,083 439,384 43,938

RS 2010 BAERERRLQA
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS
5 B3 A B B 5 3R R P

SIX MONTHS ENDED 30 JUNE 2010
BE—F—FFNA="FHIENEA

20. SHARE OPTIONS

(a)

(b)

Forefront Group Limited

Share option scheme

A share option scheme was approved by shareholders
on 6 August 2007 which will remain in force for a
period of 10 years commencing on 6 August 2007.

Under the new share option scheme, the Company may
grant options to Directors and employees of the Group
and any other persons who, in the sole discretion of the
Board, have contributed or will contribute to the Group.
The maximum of shares to be issued upon exercise of
all outstanding options granted and yet to be exercised
under the new share option scheme and any other share
option scheme of the Company must not in aggregate
exceed 30% of the total number of shares in issue from
time to time. The total number of shares which may
be issued upon exercise of all options to be granted
under the new share option scheme and any other share
option scheme of the Company must not in aggregate
exceed 10% of the shares in issue, the General Scheme
Limit, at the date of the passing of the relevant ordinary
resolution. If any options is to be granted to connected
person(s), it must be approved by independent non-
executive directors or independent shareholders in
accordance with the Listing Rules as the case may be.

Movement in share option scheme during the
period

On 26 January 2010, 43,938,446 share options were
granted under the Share Option Scheme to qualified
participants. The share price at the date of grant is
HK$0.31. The share price at the date of grant is the
Stock Exchange closing price on the trading date
immediately prior to the date of the grant of the
options. The options were fully exercised on 26 January
2010 and the Company received proceeds of HK$14
million.

Interim Report 2010

20. B

(a)

(b)

BT E

BREASN -_ZZTELFNARX
HERFR#E B —TZTLFN\A
NHEBEER BERHI0F -

RIBHBRME S RRBART
EX AREEEREFTEERED
BERREEABEHAREFD
BRUZ B EMA SRR - F1T
AR BT B A T 8 R AR A AT
fa] L {th B B B At I IR M B R TT 1
ZEBBETEINBREMEITLZ
iy EREXAGBEB IR %
TR D B 230% - F 1T AR &
IR RT 8 R A R R R E A
BhEtERLz2mBERER
AT RN RBE XTI TES
RBBEBEBRZREADH
TR 210% (BT 2IRE) -
R EWARA RTEEALEN
BREALTKBIIFNTESRL
BIBER (RERME) B -

MABRESTE 228 :

R-E—ZFTF—HF-+H £&Q
ARBEEREFIRTEZEEE
& 2 B 43,938,446 B IL HE -
REEREE B Z2KRER031E
TLe R BEZ RETIRH N E
EERERLASBI—MEAXSH
RERFz KM E -BRED R
TE-BE-A-+XBER2H
TfE AR Bl A mERETERIE
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS

20. SHARE OPTIONS (continued)
(c) Fair value of share options and assumptions
The fair value of share option granted at the grant date
was HK$0.00002 per share, which are calculated using
the Black-Scholes model with the following inputs:

Average share price R (E
Weighted average exercise price eI EE
Expected volatility 8 HA R 18
Expected option period T8 HA B I HABR

Risk free rate B P A X

21. ACQUISITION OF SUBSIDIARIES

During the period, the Group acquired the entire equity

i1 BA mP B B 755 R 3k B

SIX MONTHS ENDED 30 JUNE 2010
BE-—F—ZFFNA=FHINEA

20. B HE (&)

() BREAFERRBRR
ERLEREARLEBH AT
BEAERE1%0.0000275 7T TR
BT 5 SR LA 0 e — &7 B AT BB

BEEBBELGE:

21. WEE Y B 2 H

HK$0.31/8 7T
HK$0.32%8 7T
18.54%
2 daysH
0.003%

HIR AEEWE T AR Z 2 8RR

interests in the following companies. R as o
Name of Place of Principal
Acquisition date acquired companies incorporation activities Consideration
Wik B 5 ERBERAREMR 1 AR L 3t B TEXEH KRE
HK$'000
THET
26 April 2010 Richful Zone International  British Virgin Islands Investment holding 79,200
Limited (“Richful Zone")
“B-%F LHBEREARAT RERTES REER 79,200
mMAZ=+AE (rgsl)
19 May 2010 Perfect Time British Virgin Islands Investment holding 60,000
Investments Limited
("Perfect Time")
—ZT-%% BEXREERAA RERKEE REER 60,000
RATAA (T3 1)

The Group had disposed of Perfect Time within a short period
of time after the acquisition. More details and financial
impact are set out in note 22.

AEEREBREXRDARGELE-

BEHBRYH

AR E 2010

EHNME22

BHREEERAF
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS

i1 BF o HR B 7 R R M R

SIX MONTHS ENDED 30 JUNE 2010
BE—F—FFNA="FHIENEA

21. ACQUISITION OF SUBSIDIARIES (continued) 21. WIBMIB A R (#)

In respect of the acquisition of Richful Zone, the following FUELE M S - TXHREHRE R
summarises the consideration paid and the amounts of the PREEEREAERBGEZSE NI
assets acquired and liabilities assumed. No non-controlling B EERE (U IEIE R R

interest was recognised at the date of acquisition:

HK$'000
FHET
Consideration: R1E:
Share issued, at fair value BEBEITRG - EATE 79,200
Total consideration transferred CEERELEEHE 79,200
HK$'000
FHT
Recognised amounts of identifiable assets FAEABIEWBEEREREABZERER
acquired and liabilities assumed: 28
Intangible assets mEE 82,500
Other payables and accruals HMERHERETER (38)
Total identifiable net assets AEAEEFELSE 82,462
Negative goodwill arising on acquisition WBEREE2EHE (3,262)
79,200

Forefront Group Limited Interim Report 2010



NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS

21. ACQUISITION OF SUBSIDIARIES (continued)

The Company issued 330,000,000 ordinary shares as the
consideration paid for the acquisition of Richful Zone.
Richful Zone holds 100% equity interests in Allied Loyal
International Investments Limited, which holds concession
rights of the 50% interest in the forestry land and 50% of
the distributable profits of the forest lands located in the PRC.
The fair value of the shares issued of the acquisitions was
determined by applying a market approach.

The transaction costs have been excluded from the
consideration transferred and included in administrative
expenses in the consolidated statement of comprehensive
income. No cost was attributable to the issuance of the equity
instrument.

From the acquisition of Richful Zone, the Group recognised
a negative goodwill of HK$3,262,000 represented the excess
of the Group’s interests in the fair value of the subsidiaries at
acquisition dates over the consideration of HK$79,200,000.
The negative goodwill is included in the consolidated
statement of comprehensive income for the period. Other
than the negative goodwill, since the acquisition, the acquisit
subsidiaries made no significant contribution to the revenue
and results of the Group.

fi1 BA mP B B 55 3R % B

SIX MONTHS ENDED 30 JUNE 2010
BE-—F—ZFFNA=FHINEA

21. WEEMIB A | (&)

AN A A E #17330,000,0000% & i@ Ak
TER W EE &1 2 1B - B 15 AAllied
Loyal International Investments Limited
2 ERARE - Maz AR A P B2 sk
50% 1 23 2 K FFHE A} 50% 2 7] 70 K i
Moz ERBEDBEITRO 2 ATFETD
ER ™G EEE

RHRALETRECERENE DG
ANGEBEEHABPARKR ZITHAA - %
TTRA T A EE A EERA-

FUBLYmME AEEEHERAHE
3,262,000 L EARASEELHBE R
ARKEE R AFEZEGBENRE
79,200,000/t 2 =5 - B E D K H
NEFAGRAEZABRARTERRN -KLams
S B UREE AR - B UK BB M B R B I £
RAEBEZWRREETRENER -

RS 2010 BAERERRLQA
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS

i1 BA = B B 7% 3R R B

SIX MONTHS ENDED 30 JUNE 2010
BE—F—FFNA="FHIENEA

22. DISPOSAL OF A SUBSIDIARY

22. HE—RBKB QT

On 19 May 2010, the Company issued 400,000,000 ordinary RZE-ZFFRA+TIA KARA2 %
shares as the consideration paid for the acquisition of Perfect #7400,000,000/% & i % - VE 7= W B 5
Time. Perfect Time holds 100% equity interest in Jet Star EIREBE-BEREEBEXERAA
Industries Limited, which holds a property in Guangzhou, SERE Mz ARRAEFREMN—I
PRC. The property is a 20-stores composite building known as ME-ZMER—E_TEZEET:
Jifu Plaza. BEREBKNE-
On 26 May 2010, the Group disposed of its entire interest in MRZE-—ZFFRA-+"A F&EEMA
Perfect Time to an independent third party at a consideration —HRBUE - T HEERKE 2 HE
of HK$85,000,000. A net gains on disposal of approximately # - R (& /&85,000,0007% T o Hf N E #E
HK$25,000,000 was recognised during the period. R H & & FFFE 425,000,000 7T ©
HK$'000
FET
Net assets acquired and disposed of: CWBLHECEETFHE:
Investment property "EME 115,060
Property, plant and equipment M- BERERB 35
Trade and other receivables FE U E 50K 7 I H h g W 5 IE 437
Cash and bank balances Re MRITEF 636
Accrual and other payables FEEHE R & H h & 318 (863)
Profit tax payables JEF NS T (582)
Deferred tax liabilities BEEFIEAE (6,926)
107,797

HK$'000
FHET
Consideration: R1E:

Cash consideration on disposal HECHEERE 85,000
Shares issued, at fair value, on acquisition IR Z T 2 IR D A F1E (60,000)
Net gain recognised CRABAFE 25,000
The net gain on disposal is included in the loss for the period HERFFEETAGELERAREK

in the consolidated statement of comprehensive income. Z EAAEE -
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23.

24.

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS

MAJOR NON-CASH TRANSACTIONS

As detailed in note 21, the Group acquired the entire equity
interest in Perfect Time at a consideration of HK$60,000,000
which was satisfied by the issuance of 400,000,000 new
shares of the Company at HK$0.15 per share.

In addition, the Group acquired the entire interest in Richful
Zone at a consideration of HK$79,200,000 which was
satisfied by the issuance of 330,000,000 new shares of the
Company at HK$0.24 per share.

CONTINGENT LIABILITIES

Alleged agreement on investment in a customer

Mr. Lo Chia Yu (“"Mr. Lo"”) has allegedly claimed a verbal
agreement was entered into on 12 March 2002 by his
wholly owned company, Global Travel Holdings Limited
(“Global Travel”) and Forefront Automotive Services
Company Limited (“FAS"), a wholly owned subsidiary of the
Company, relating to an equity investment by FAS in Global
Travel amounting to HK$7,800,000. FAS's position is that
the agreement was subject to it conducting due diligence
on Global Travel to its satisfaction. As requested, FAS paid
a deposit of HK$2,000,000 to Mr. Lo. Subsequently, the
accounting firm employed by FAS reported unsatisfactory
due diligence, therefore FAS did not elect to proceed with
the alleged agreement. Mr. Lo has filed proceedings claiming
HK$7,800,000 together with alternative damage and FAS
has lodged a counter claim to Mr. Lo for the return of
the HK$2,000,000 paid as deposit. A contingent liability
netting off the counter claims as set out above amounting
to HK$5,800,000 are alleged to be due from FAS to Global
Travel. The matter has not progressed after an initial hearing
and was adjourned to a further date to be determined by
the court subject to its receipt of sufficient documents from
the two parties. The Company has not received any notice in
relation to any specific dates for any further hearing.

23.

24.

i1 BA mP B B 755 R 3k B

SIX MONTHS ENDED 30 JUNE 2010
BE-—F—ZFFNA=FHINEA

FEHFRERS

MK FE21R M AR EBRRE
60,000,000/ 7T U B8 Iy 3 2 30 R 7
w AEREFEABARRKETAAR0.15
7 703 77400,000,0008% A8 A &) 1 A% {9
XA e

AN - AN B #2 X {879,200,0007% 7T Ut
o eHER BEREZSRAAR
A]1Z T A80.247% 7L ¥ 77330,000,000%
KRB Z Ao

HARBE
R—BEFZREZERBHSR
BERMAEE([REENEBES2E
% H 2 A A)Global Travel Holdings
Limited ([ Global Travel |) % #2 7 2 &)
ZEEMBAREAABREERR
AI([BAARERBI)R BT _F=
B+ ZHIIUOEHE R FKRE
77 R B R A Global Travel Z fx#E1% &
7,800,000 T~ t& 77 A B IR 2 S5
R4 E R B B ¥ Global Traveli#
NTZEBRBEERAAUIEE-RAARE
RBEEEERMBREEIN—2ES
2,000,000/ 7T « K 1% - #0048 7 9 E R
BEREZEAMITRELTREZER
BEER - EBHAERBEAMmMERZTE
BETZEBRE - REERAERE
7,800,000/ TLERIZ K IBERE - @
ARERBEMBEERERZE B
kIR [EI 2 f4% ©2,000,000/% 7T © E Lt -
R LR RERBRIEEES A
FARA /K & Global TravelZ KRB E B
5,800,000 7T ° Fil FE N HIFEAIE
I AR - BRARMBIREE AR
REEETRMAXHEAE 2 HMAF
BITEE -ARAWEEREEBNEM
EEBHRETEME - FRAZBEM-
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS

5 BA /R Hf

B 7% ¥R < M =T

SIX MONTHS ENDED 30 JUNE 2010
BE—F—FFNA="FHIENEA

25. POST BALANCE SHEET EVENTS

Other than disclosed elsewhere in these interim financial

statements, a summary of post balance sheet events is set out

below:

(i)

Forefront Group Limited

On 18 June 2010, the Group had announced that it
has an intention to co-invest with a private equity
fund (“PE Fund”) and other professional investors to
invest in a group of companies (the “Target Group”).
Under the investment, the Group being the co-investor,
will partner with the PE Fund and other institutional
investors to subscribe for interests in the Target Group.
The Group has indicated a non-binding interest to
the PE Fund that the Group will commit a maximum
investment in the Target Group of HK$78,000,000
(US$10,000,000) representing approximately 22.2% of
the equity interest of the Target Group.

On 27 July 2010, Pan Fortune Investments Limited (“Pan
Fortune”), an indirect wholly-owned subsidiary of the
Company, entered into a document escrow agreement
and amendment letter with the escrow agent, the PE
Fund and other professional investors.

Interim Report 2010
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS

25. POST BALANCE SHEET EVENTS (continued)

(i)

(i)

(continued)

On 17 August 2010, the Company announced that
partnership documentations have become effective that
the Group has agreed to invest US$10,000,000 into
the Target Group through an indirect wholly-owned
subsidiary, Pan Fortune, with an option that if the Lead
investor wishes to sell its investments to a party, it has
the option to require all other investors including the
Group to sell their respective investments at a price
not lower than the price the Lead investor offers to
the party. The completion of the above is subject to
shareholders’ approval.

On the same date, the Company entered into a
put option agreement with a director should the
shareholders’ approval of the above investment is not
obtained, the Group will have the right to require the
director to acquire (i) the entire issued share capital
of Pan Fortune; or (ii) Pan Fortune’s investment in the
Target Group at the original consideration paid by Pan
Fortune.

On 18 June 2010, the Company entered into a
placing agreement with the underwriter whereby the
Company conditionally agreed to place a maximum
of 1,250,000,000 placing shares at HK$0.1 per
share to raise a net proceeds of up to a maximum of
approximately HK$121,550,000 for the future potential
investment and general working capital of the Group.

On 23 July 2010, a resolution was duly passed at an
extraordinary general meeting and 1,250,000,000
shares were issued at HK$0.1 per share.

fi5 BH # HA

B 75 Rk M
SIX MONTHS ENDED 30 JUNE 2010
BE-—F—ZFFNA=FHINEA

EERRBREHE &)

(i)

(i)

(%)

RZZE—ZFFENA+TLER KAA
B BB EER Kt
AEECREEBABAE2EWNE
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ETREEEE  WHAEEE:
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HEERE ERREEHEFER
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E)IRIEETEREBREERSE
TRZREATZER HERSEEE
ZTxﬁ il EIEAFRERE -
JETTA e

BH ARARE-—RERFL—H
RonERE  WERRERBHEL
MIRE  NEE T EEERKEZSE
EE=JZPan FortuneBE T2 RER
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MANAGEMENT DISCUSSION AND ANALYSIS

BB N o AT

BUSINESS REVIEW

The Group has the following major business activities during the
period under review:

Tianjin Motor Business

The Company through its indirect wholly-owned subsidiary, Crown
Creation Limited, acquired 50% of the equity interest in K;Z M sl
BB KEAR AR (Tianjin Kai Sheng Automobile Service Co.,
Ltd.) (“Tianjin Kai Sheng”). Tianjin Kai Sheng and its subsidiaries
engaged in the business of selling and distribution of Nissan motor
vehicles, operation of the Nissan 4S shops, provision of heavy
motor vehicle repair and maintenance services in the PRC. During
the period under review, the overall operations of Tianjin Kai Sheng
improved due to increase in sale volume as well as successful in
cost control. Tianjin Kai Sheng contributed a HK$0.59 million
to the Group’s interim result. Tianjin Kai Sheng will manage to
maintain the performance, even if problem in increase in inventory
stock, decrease in demand will be faced on the second half of the
year in the PRC's motor vehicles sales market.

Logistic Services

The Group through its indirect wholly-owned subsidiary invests
40% issued share capital of Golden Fame International Investments
Group Limited (“GFIIGL") since 13 September 2007. GFIIGL
provides various logistics services in Hong Kong and the PRC
including third party logistics, freight forwarding, airline general
sales agency, supply chain management, river trade shipping and
terminal stevedoring. During the reporting period under review,
the overall profits of GFIIGL increased along with a steady global
economic recovery and an increase in cargo throughput and
contribute HK$3.51 million to the results of the Group. Subject to
the market trends and conditions remain unchanged, GFIIGL will
continue with a relatively strong performance for the remaining
second half of year.
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW (continued)

Trading of securities

The Group invested its surplus cash in Hong Kong'’s listed securities
as short-term investments. During the first half of the year, the
Group recorded an realised profits of HK$9.17 million from
the disposal of certain securities and an unrealised losses of a
HK$124.90 million on the portfolio.

Money lending business

The Group used part of its surplus cash through its indirect wholly-
owned subsidiary, Forefront Finance Co., Ltd, to provide short-term
loans to various borrowers. Those short-term loans normally carried
interest rate of 2% to prime rate plus 2% per annum. During the
period under review, Forefront Finance Co., Ltd contributed profit
of HK$1.35 million to the results of the Group.

Property Investments

On 19 May 2010, the Group indirect wholly-owned subsidiary,
Loyal Castle Investments Limited, completed its acquisition of
Perfect Time Investments Limited at a consideration of HK$100
million. The consideration was satisfied by issue of 400,000,000
shares of the Company to Willie International Holdings Limited.
Perfect Time Investments Limited and its wholly owned subsidiary
holds a 20-storey composite building located at Guangzhou City,
the PRC. At the date of completion, the 400,000,000 consideration
shares valued at HK$60 million were issued. On 26 May 2010, the
Group completed its disposal of Prefect Time Investments Limited
to an independent third party at HK$85 million. The acquisition
and disposal contributed a profit of HK$ 25 million to the Group’s
result.
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BUSINESS REVIEW (continued)

Forest Interest Business

On 26 April 2010, the Group’ indirectly wholly-owned subsidiary,
Regent Square Limited, completed its acquisition of Richful Zone
International Limited at a consideration of HK$79.2 million. The
consideration was satisfied by issue of 330,000,000 company’s
shares at an issue price of HK$0.24 per share to Mascotte Holdings
Limited. Richful Zone International Limited and its subsidiary
holds 50% interest in a concession rights and interest in forestry
contracts in respect of a forest land. The forest Land is located in
Simao District, Pure City, Yunnan Province, the PRC, with a total
site area of approximately 36,735 Chinese Mu.

Carbon Fiber Business

As disclosed in the announcement dated 14 April 2010 and
last annual report dated 23 April 2010, the directors of Excel
Way Investments Ltd. (“Excel Way"”), an indirect wholly-owned
subsidiary of the Group and holds an aggregate of 42.86% in
Tinhua Excel Way Special Fiber (Xintai) Co., Ltd. resolved to place
Excel Way into voluntary liquidation pursuant to Section 228A
of the Companies Ordinance of Hong Kong. Mr. Fok Hei Yu and
Mr. Roderick John Sutton, both of Ferrier Hodgson Limited, were
appointed provisional liquidators of Excel Way on the same day
to preserve and ascertain the residual value of the Company’s
investment in Excel Way. The impairment loss of HK$158.50 million
regarding the investment had been made in the last year financial
statements of the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS

OUTLOOK

On 17 August 2010 , the Company’s indirect wholly-owned
subsidiary of the Company, Pan Fortune Investments Limited
entered into a investors’ subscription agreement to invest a total
of US$10,000,000 into a co-investment vehicle established for
the purpose of acquiring control of equity securities and loan
receivables of a investee group which is a supplier of automotive
components, supplying both original equipment manufacturers
and the aftermarket. The investment is subject to the approval
by independent shareholders at the coming extraordinary general
meeting (“EGM") of the Company. If the investment is approved at
the coming EGM, the Company intends to keep the investment as
investment held for sale. Details of the investment was stated on
the announcement of the Company dated 17 August 2010.

Result for the period

For the six months ended 30 June 2010, the Group recorded a loss
from operations of HK$91.17 million (2009: profit of HK$122.61
million) and turnover of HK$12.96 million (2009: HK$15.51
million).

The net loss attributable to shareholders for the period was
HK$88.36 million (2009: profit of HK$121.52 million). The
operating loss was mainly due to the an unrealised losses of
HK$124.90 million arisen from securities portfolio held during the
period.

Liquidity, financial resources, borrowing and gearing ratio
During the period under review, the Group financed its operation
through internal cash resources and fund raising exercises. As
at the end of the reporting period, the Group maintained cash
and bank balances of approximately HK$63.01 million (as at 31
December 2009: HK$134.61 million). The decrease in cash and
bank balances were due to the increase in the money lending
business and securities trading activities during the period. The
Group's gearing ratio, calculated as total borrowings divided by net
assets, is stated at 0% (as at 31 December 2009: 20.68%) since
the Group had no outstanding borrowing as at 30 June 2010 (as at
31 December 2009: HK$84.46 million).
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As at 30 June 2010, the Group’s net assets value amounted
to approximately HK$909.57 million (as at 31 December 2009:
HK$408.40 million) with total assets amounted to approximately
HK$936.77 million (as at 31 December 2009: HK$521.46 million).
Net current assets were approximately HK$784.67 million (as at
31 December 2009: HK$454.56 million) and the current ratio was
29.85 times (as at 31 December 2009: 16.89 times).

Capital structure

On 26 January 2010, 43,938,446 share options were granted to
qualified participants under the share option scheme at an exercise
price of HK$0.32 per ordinary share of HK$0.10 each. The share
options were fully exercised on 26 January 2010. The Company
received proceeds of approximately HK$14.06 million.

On 11 February 2010, the Company issued 324,483,760 shares to
convertible bonds holder(s) for the conversion of HK$ 110 million
convertible bonds at a conversion price of HK$0.339 per share.

On 17 February 2010, the Company issued 1,098,461,165 shares
for the completion of its rights issue, a net proceeds of HK$299.88
million was received by the Company.

On 16 March 2010, the Company issued 16,224,188 shares to
convertible bonds holder(s) for the conversion of HK$5.5 million
convertible bonds at a conversion price of HK$0.339 per share.

On 19 March 2010, the Company issued 32,448,376 shares to
convertible bonds holder(s) for the conversion of a HK$11 million
convertible bonds at a conversion price of HK$0.339 per share.

On 26 March 2010, the Company issued 32,448,376 shares to
convertible bonds holder(s) for the conversion of HK$11 million
convertible bonds at a conversion price of HK$0.339 per share.
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MANAGEMENT DISCUSSION AND ANALYSIS

On 15 April 2010, the Company issued 32,448,376 shares to
convertible bonds holder(s) for the conversion of HK$11 million
convertible bonds at a conversion price of HK$0.339 per share.

On 26 April 2010, the Company issue 330,000,000 shares at an
issue price of HK$0.24 per share to Mascotte Holdings Limited
as a consideration to acquire a forest interests located in Yunnan
Province, the PRC.

On 4 May 2010, the Company issued 60,988,080 shares under
issue mandate to a subscriber at a price of HK$0.22 per share.
The Company received a net proceed of approximately HK$13.29
million from the subscription which was used for general working
capital of the Group.

On 19 May 2010, the Company issue 400,000,000 shares at an
valued price on completion date of HK$0.15 per share to Willie
International Holdings Limited as a consideration to acquire a
20-storey composite building located at Guangzhou City, the PRC.

Pledge of Assets

As at 31 December 2009, the Group maintained a bank deposit
of approximately HK$558,000 as collateral to satisfy contingent
warranty and delivery obligations in relation to certain sales
contracts. As at 30 June 2010, all the collaterals were released by
the bank.

As at 30 June 2010, margin facilities from a regulated securities
broker were granted to the Group which was secured by the
Group's financial assets at fair value through profit or loss. As at
30 June 2010, the Group has no outstanding or utilised (as at 31
December 2009: HK$Nil) of these facilities.

Exchange rate exposure
The Group is not subject to significant foreign currency exposure
since its operations are mainly denominated in Hong Kong dollars.
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DISCLOSURE OF OTHER INFORMATION
H M E PR R

INTERIM DIVIDEND

The Board does not recommend the payment of an interim
dividend in respect of the six months ended 30 June 2010 (six
months ended 30 June 2009: HK$ Nil).

DIRECTORS’ AND CHIEF EXECUTIVE'S
INTEREST AND SHORT POSITION

As at 30 June 2010, the interests and short positions of the
Directors and the Company’s chief executive in the shares,
underlying shares and debentures of the Company or any
associated corporation (within the meaning of Part XV of the
Securities and Future Ordinance (“SFO")) which were required to
be notified to the Company and the Stock Exchange of Hong Kong
Limited (“Stock Exchange”) pursuant to Divisions 7 and 8 of Part
XV of the SFO (including interest and short positions which they
are taken or deemed to have under such provisions of the SFO), the
Model Code for Securities Transactions by Directors of the Listed
Companies and which were required to be entered in the register
to be kept under section 352 of the SFO were as follows:

(a) Long positions in shares of the Company

RHIR S

ExeTERNBE_T—
EAREARERIRE (=
A=+THLEXER:TEBT) -

§$&$EGI&AEZ%§&>‘%
RZE—ZTFRA=ZTH EZRARFEE
ﬁﬂU\E AR RRISEMEEER (ERR
B LB RO (%5 REBEEM])EXV
DB)ZHXT BN REERS  EBERE
HHERBEKRIEXVHEIRSSH R ETA
RIEEETEFRINEETIAMNGERR
ﬁ&%fﬁ%ﬁé?&%ﬁﬁﬁ@ A (AP ) 2
BaMAR (BREBEESFIBE f'ﬂﬂﬁf%
1'7%%)32#?&”“(’!5_527%7%%’&%2%\ RE)
AR B IR IR & %&Hﬁfﬂﬂﬁﬂﬁ3521bﬁﬁﬁr
BreEaoMatrcBamRABENT:

Tﬂf/\ﬂ +E|
—ETAFR

(a) REQXARGFZHFR

Number of % of the Company’s

Name of Director Capacity shares held issued share capital
HEARB#T

EEpR g7 BEROEE RAEABDLH
Mr. Yeung Ming Kwong Beneficial owner 4,421,047 0.23%
B EE BEmBEA A 4,421,047 0.23%
Mr. Wen Louis Interest of spouse 7,500 0.00%
BARTE B 7,500 0.00%
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DISCLOSURE OF OTHER INFORMATION

DIRECTORS’ AND CHIEF EXECUTIVE'S
INTEREST AND SHORT POSITION (continued)

(b)

Long positions in shares or registered capital of
associated corporations

H fth & F 5 BR

BEERTETHABZERZRK
-%¢C-))
(b) REBIE ROISMESDZFA

Number of
shares or
amount of Approximate
registered percentage of
Name of capital on shareholding
associated associated or registered
Name of Director  corporation Capacity corporations capital
A EE ERER
RGEE R AfERZ
EEpR HEEEEME E37) AMEXAEHE BHUBEDL
Mr. Zhuang You Dao Tianjin Kai Sheng Corporate interest RMB7,500,000 50%
Automobile Service
Co., Ltd
FEREEE RAEMENB TEMHE NGIL: 3 AR ¥7,500,0007T 50%
BB AR
Mr. Zhuang You Dao Tianjin Jinri Automobile Beneficial interest RMB6,750,000 45%
Sale & Service Co., Ltd
HARERE RAEZBAEHERS Bt AR ¥6,750,0007T 45%
BRAA

Save as disclosed above, as at 30 June 2010, none of the
Directors or the chief executive had under Division 7 and 8
of Part XV of the SFO, nor were they taken to or deemed to
have under such provisions of the SFO, any interests or short
positions in the shares, underlying shares or debentures of the
Company or any associated corporations (within the meaning
of Part XV of the SFO) or any interests which are required to
be entered into the register kept by the Company pursuant to
section 352 of the SFO or any interests which are required to
be notified to the Company and the Stock Exchange pursuant
to the Model Code for Securities Transaction by Directors of
Listed Companies in the Listing Rules.
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DISCLOSURE OF OTHER INFORMATION
H M E PR B

EMPLOYEES

As at 30 June 2010, the Group had approximately 14 employees
in Hong Kong and 1 employee in Macau. Remuneration packages
including basic salary, bonus and benefits in kind are structured by
reference to market terms and individual merit and are reviewed on
annual basis based on performance.

SHARE OPTIONS

The Company adopted a new share option scheme (the “Scheme”)
on 6 August 2007. Under the Scheme, the Directors may grant
Options to those participants who, in the opinion of the Board,
have contributed or may contribute to the development and
growth of the Group and any entity in which the Group holds
any equity interest. The following table discloses movement in the
Company'’s share options under the Scheme during the period.

=]

RZF-—FFERNA=ZTH AEERFTER
BB BI4ABRNBREE -FHAIR (B
BEAF CAREWNE) HE2EMS
FERREABHMETE URERRSFE
TT#ET

B

ARRMZZZLFN\ARNBRA—ENE
Petgat &) ([%Et8l)) -REZTE EFH
MEFERRERAAEEARBLAEE
FREEAREZEMNER 2 ERIEREDY
BRz2EERNBERE  TREEHAZ
FEIETARRIEREZEE -

As at Granted Exercise As at

1 January during during 30 June

Category of participant Date of grant Exercise price 2010  the period  the period 2010

R-E-%B% R-B-%BF

SHEES gt B8 16E -A—-H Mg MafTE  A~A=tAH

Qualified allotees 26 January 2010 HK$0.32 - 43938446 43,938,446 -
in aggregate shares shares

AEBARA (AFH) “EB-BF 03287 - 43,938 446f% 43,938,446/ -

—A=+/~H

As at 30 June 2010, no option has been granted to any directors.
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DISCLOSURE OF OTHER INFORMATION

SUBSTANTIAL SHAREHOLDERS

The following table set forth information regarding ownership of

the short positions in, the outstanding shares as at 30 June 2010

by those person who beneficially own more than 5% of the issued

share, as recorded in the register maintained by the Company

pursuant to Part XV of the Securities and Future Ordinance.

H ith & FH5 FR

FERR
TRHIR-E—BEAA=TR AL
18 0858 24 S A SE XV BB B 2 A4 A
o BREACEIRGI%U EZALRE
TR KB 2 A2 R -

Number of % of Number of % of
shares voting right shares voting right
Name (Long position) (Long position)  (Short position) (Short position)
g g RERED L ®RHEA REEEDHL
=g (##7) (##7) (#B) (®RB)
Willie International Holdings Limited 480,711,000 17.10 - -
(Note 1)
BUAIBFR AR R~ A& (BEET) 480,711,000 17.10 - -
Ms. Lo Ki Yan, Karen (Note 2) 400,000,000 14.23 - -
AL (MFF2) 400,000,000 14.23 - -
Mascotte Holdings Limited (Note 3) 330,000,000 11.74 - -
SHEEEARAR (ME3) 330,000,000 11.74 - -
Kingston Securities Limited (Note 4) 1,250,000,000 44 .47 - -
eMEBFBRARF (H5E) 1,250,000,000 44.47 - -
Note 1: Willie International Holdings Limited (Stock code 273), a company skl : BABMAERSMAERQA LT AAR

listed on the Stock Exchange of Hong Kong Limited, is interested
in 400,000,000 shares of the capital of the Company through its
subsidiary CW Financing Limited and which in turn wholly owned
by Cordoba Homes Finance Limited, Cordoba Homes Finance
Limited is wholly-owned by Cordoba Homes Limited which is
55.27% owned by Willie International Holdings Limited. The
remaining 80,711,000 shares of the capital of the Company is
beneficial owned by its wholly-owned subsidiary Pearl Decade
Limited, which in turn wholly-owned by Nice Hill International
Limited, Nice Hill International Limited is wholly-owned by
Rawcliffe International Limited, Rawcliffe International Limited
is wholly-owned by Willie Resources Incorporated which in turn
wholly-owned by Willie International Holdings Limited. Mr. Wen
Louis, executive director of the Company is also an independent
non-executive director of Willie International Holdings Limited.

FIBEBRZERAER AT (MR :273)
i% 1% E B B 2 "]CW Financing Limited
B 7~ R 8 Bk A $1400,000,0000% A% 15
Z H 2 MCW Financing Limitedf| /A
Cordoba Homes Finance Limited% & %
F ' M Cordoba Homes Finance Limited
HREsEERAFAZ2ESRE MK
EEEERATHABEMBEBRZERER
NABEBS5.27% R m - AR B RAF
# 780,711,000/ EZE W B
‘A A Pearl Decade LimitedE 25 & -
iffPearl Decade Limited8H Nice Hill
International Limited% & A * mNice
Hill International Limitedf Rawcliffe
International LimitedZ &AM
Rawcliffe International Limitedf Willie
Resources Incorporated® & # & * M
Willie Resources Incorporated £ & 1| B X
EREBRATZERE - ARAAMITES
BREETRBEANERZERER AR Z
BUHITES -
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DISCLOSURE OF OTHER INFORMATION
H M E PR B

SUBSTANTIAL SHAREHOLDERS (continued)

Note 2:

Note 3:

Note 4:

Ms. Lo Ki Yan, Karen is interested in the share capital of the
Company through Ristora Investments Limited. Ristora Investment
owned 44.73 % of Cordoba Homes Limited which in turn wholly-
owned Cordoba Homes Finance Limited. CW Financing Limited,
the beneficial owner of the 400,000,000 shares of the capital of
the Company, is the wholly-owned subsidiary of Cordoba Homes
Finance Limited.

The 330,000,000 shares of the capital of the Company is
beneficial owned by Mascotte Holdings Limited (Stock code 136),
a company listed on the Stock Exchange of Hong Kong Limited.

Kingston Securities Limited is interested in the share capital of the
Company, being the underwriter of the 1,250,000,000 placing
shares as announced by the Company on 18th June 2010.

PURCHASE, SALES OR REDEMPTION OF THE
COMPANY'S LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased,
redeemed or sold any of the Company’s listed securities during the

period under review.
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DISCLOSURE OF OTHER INFORMATION

CODE ON CORPORATE GOVERNANCE
PRACTICES

Save as disclosed below, in the opinion of the Directors, the
Company has complied with Code on Corporate Governance
Practices ("CG Code”) as set out in Appendix 14 to the Listing
Rules during the six months ended 30 June 2010.

a) Code Provision A.2.1, the roles of chairman and chief
executive officer should be separate and should not be
performed by the same individual. The Company has no such
title as the chief executive officer but the daily operation and
management of the Company is monitored by the executive
directors. Mr. Yeung Ming Kwong, executive director of the
Company, is also act as acting chairman of the Group.

b)  Code Provision A.4.1 stipulated that non-executive directors
should be appointed for a specific term and be subject
to reelection. The Company has not fixed the term of
appointment for non-executive directors, which constitutes
a deviation from Code Provision of A.4.1. However, all

non-executive directors are also subject to retirement by

rotation and re-election at the annual general meeting of
the Company pursuant to Article 116 in the Articles of

Association of the Company.

MODEL CODE FOR SECURITIES
TRANSACTIONS

The Company has adopted the Model Code of the Listing Rules
as the Company’s code of conduct for dealing in securities of the
Company by the directors, all directors confirmed that they have
complied with the required standards as set out in the Model Code
throughout the period.
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DISCLOSURE OF OTHER INFORMATION
H M E PR R

REMUNERATION COMMITTEE

A Remuneration Committee has been established in accordance
with the requirements of the CG Code. The Remuneration
Committee comprises three independent non-executive Directors
and an executive Director.

AUDIT COMMITTEE

The unaudited interim financial report of the Group for the six
months ended 30 June 2010 have been reviewed by the Audit
Committee of the Company. The audit committee comprises three
independent non-executive Directors namely Mr. Chung Yuk Lun,
Ms. Lam Yan Fong, Flora, Mr. Pak William Eui Won.

APPRECIATION

On behalf of the Directors, | would like to extend our gratitude and
sincere appreciation to all management and staff members for their
diligence and dedication, the continuing support of our business
partners, customers and the Company’s shareholders.

By Order of the Board

Forefront Group Limited
Yeung Ming Kwong
Executive Director

Hong Kong, 20 August 2010

Forefront Group Limited Interim Report 2010
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