Subsequent to the period under review, on 6 July 2006, the Group has announced its proposal to
issue 774,837,000 offer shares at a price of HK$0.05 per offer share by way of open offer of new
shares, on the basis of seven offer shares for every twenty existing shares held on the record date.
The estimated net proceeds from the open offer will be approximately HK$37 million. The Board
intends to apply the net proceeds as to (i) approximately HK$2 million towards upstream and
downstream integration in the principal line of business of the Group to enhance its profitability,
including but not limited to the distribution of fabrics or chemical products or the production of
packaging materials; (ii) approximately HK$25 million towards possible diversified investments in
the agricultural, energy and/or resources industries or other projects which have earning potentials to
diversify its business; and (iii) the remaining balance of approximately HK$10 million for general
working capital of the Group. Further details of the open offer are set out in the Company’s
announcement dated 6 July 2006.

The Directors are optimistic about the performance of the Group for the full year as the global
economy continues to flourish. Moving forward, the Group will continue to invest in research and
development and to develop new series of products with add-on features and functions. The Group
will continue to develop its business by expanding its sales team and distribution channels in North
America, Europe and the PRC. In addition, the Group will apply part of the net proceeds from the
open offer to explore other investment opportunities in the agricultural, energy and/or resources
industries or other projects that have earning potentials to expand its operations and to diversity its
business.

The proceeds from the Company’s issue of new shares at the time of its listing on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) on 22 January 2001, after deduction of
related expenses, amounted to approximately HK$43 million. As of 30 June 2006, the net proceeds
were applied in accordance with the proposed applications set out in the Company’s prospectus
dated 9 January 2001, as follows:

- approximately HK$5 million was used for developing new models and new products;

- approximately HK$5 million was used for the acquisition of new machinery and auxiliary
equipment;

- approximately HK$10 million was used for establishing retail outlets and developing
distribution channels in major cities in the PRC; and

- approximately HK$18 million was used as general working capital of the Group.
The Group has placed the unused balance of the net proceeds with licensed banks in Hong Kong

and the PRC. These deposits have been receiving reasonable and steady interest income which
preserves the best interests of the Group and the shareholders.

DIRECTORS’ INTERESTS IN SHARES

As at 30 June 2006, the interests and short positions of the Directors and chief executive of the
Company in the shares, underlying shares and debentures of the Company and its associated
corporations (within the meaning of Part XV of the Securities and Futures Ordinance (the “SFO”))
which had been notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests and short positions in which they are deemed or taken to

=

900T 14Od3d WIYILNI —




— KIU HUNG INTERNATIONAL HOLDINGS LIMITED

N

have under such provisions of the SFO) or which were required pursuant to section 352 of the SFO,
to be entered in the register referred to therein or which were required pursuant to the Model Code
for Securities Transactions by Directors of Listed Companies (the “Code”) contained in the Listing
Rules to be notified to the Company and the Stock Exchange were as follows:

Number Approximate

Name of Directors Capacity of Shares shareholding

Hui Kee Fung Interest of a controlled 1,567,500,000 70.81%
corporation (note) Long position

Hui Ki Yau Interest of a controlled 1,567,500,000 70.81%
corporation (note) Long position

Hui Hung Tan, Teresa Not applicable - -

Note: The shares are held by Legend Win Profits Limited (“Legend Win”), a company incorporated in the
British Virgin Islands. The issued share capital of Legend Win is beneficially owned by Hui Kee Fung,
Hui Ki Yau, Hui Hung Tan, Teresa and Hui’s K. K. Foundation Limited as to 38.95%, 32.63%, 23.16%
and 5.26%, respectively. Hui’s K. K. Foundation Limited is a company incorporated in Hong Kong,
limited by guarantee and does not have a share capital. Hui Kee Fung, Hui Ki Yau and Hui Hung Tan,
Teresa are the registered members and directors of Hui’s K. K. Foundation Limited.

Save as disclosed above, as at 30 June 2006, none of the Directors and the chief executives of the
Company and their respective associates had any interests or short positions in the shares, underlying
shares and debentures of the Company and its associated corporations (within the meaning of Part
XV of the SFO) which had been notified to the Company and the Stock Exchange pursuant to the
Divisions 7 and 8 of Part XV of the SFO (including interests and short positions in which they are
deemed or taken to have under such provisions of the SFO) or which were required, pursuant to
section 352 of the SFO, to be entered in the register referred to therein or which were required
pursuant to the Code contained in the Listing Rules to be notified to the Company and the Stock
Exchange.

DIRECTORS’” RIGHTS TO ACQUIRE SHARES

Apart from as disclosed under the headings “Share options” in note 12 of the unaudited condensed
consolidated interim financial statements, at no time during the six months ended 30 June 2006 were
rights to acquire benefits by means of the acquisition of shares in or debentures of the Company
granted to any director or their respective spouse or children under 18 years of age, or were any
such rights exercised by them; or was the Company, its holding company, or any of its subsidiaries a

party to any arrangement to enable the directors to acquire such rights in any other body corporate.



