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SUMMARY

The Group recorded a turnover of RMB253,978,000 for
the Period, representing an increase of approximately
17.61% as compared to the corresponding period last
year.

During the Period, sales of copper cables and related
products amounted to RMB199,527,000, representing
an increase of approximately 17.83% as compared to
the corresponding period last year. Sales of optical fibre
cables by the Group’s principal associated company,
Chengdu CCS Optical Fibre Cable Co., Lid (“CCS”),
amounted to RMB106,691,000, representing an increase
of approximately 68.20% as compared to the
corresponding period last year. Sales of optical fibres by
Chengdu SEI Optical Fibre Co., Ltd (“SEI”), the principal
subsidiary of the Company, amounted to RMB29,387,000,
representing an increase of approximately 102.95% as
compared to the corresponding period last year.

During the Period, loss attributable to shareholders of
the Company was RMB14,623,000, representing a
decrease of RMB13,218,000 as compared to the
corresponding period last year.

The Board does not recommend the payment of an
interim dividend for the six months ended 30 June 2006.
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The board of directors (the “Board”) of Chengdu PUTIAN
Telecommunications Cable Company Limited (the “Company”)
announced the unaudited interim results of the Company and
its subsidiaries (collectively referred to as the “Group”) for the
six months ended 30 June 2006 (the “Period”) in accordance
with the accounting principles generally accepted in the Hong
Kong Special Administrative Region (“Hong Kong”) of the
People’s Republic of China (the “PRC”). Such unaudited interim
results have been reviewed and confirmed by the audit
committee of the Company (the “Audit Committee”). The
condensed consolidated financial statements are set out on
page 20 to page 40.

INTERIM DIVIDEND

The Board does not recommend the payment of an interim
dividend for the Period (No interim dividends were paid for the
six months ended 30 June 2005).

MANAGEMENT DISCUSSION AND ANALYSIS
(1)  Analysis of the Results

During the Period, the principal products of the Group
were plastic urban telephone cables (“Plastic Cables”),
program-controlled telephone exchange system cables
(“Program-controlled Cables”), television cables, cable
joining sleeves, optical fibres, optical fibre cables and
mobile telecommunication cables, etc.

During the Period, the Group recorded a total turnover
of RMB253,978,000, representing an increase of
approximately 17.61% from RMB215,950,000 of the
corresponding period last year.

Loss attributable to shareholders amounted to
RMB14,623,000 for the Period, representing a decrease
in loss of RMB13,218,000 from RMB27,841,000 of the
corresponding period last year.
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The occurrence of the loss attributable to shareholders
of the Company during the Period was mainly due to:

During the Period, the price of raw materials, namely
copper, aluminium, plastic and steel, rose dramatically,
in particular, the purchase cost (tax inclusive) of copper
rods, which is the main raw material of steel cables rose
from RMB44,000 per tonne at the beginning of the year
to RMB73,000 per tonne at the end of June 2006, with
highest price hitting RMB83,000 per tonne, which led to
a rise of production cost.

During the Period, the Group sold 476,000 pair kilometers
of Plastic Cables, 141,000 pair kilometers of Program-
controlled Cables, 1,700,000 sets of plastic cables and
cable joining sleeves, representing decreases of
approximately 43.33% and an increase of approximately
7.63% and an increase of approximately 24.53%,
respectively, as compared to the corresponding period
last year.

During the Period, the Company’s gross profit margin of
Plastic Cables increased by approximately 12.96% over
the same period last year. Such change occurred because
the Company actively communicated with customers
and timely increased the selling price of Plastic Cables
when the cost of raw materials was substantially rising,
which partially offset the effect on the rise of production
cost as a result of increase in costs of raw materials and
therefore improved the profitability of the Company.

During the Period, the gross profit margin of Program-
controlled Cables remained at -11.54%. This is due to
the fact that the slight increase in the selling price of
Program-controlled Cables could not offset the increase
in costs caused by the drastically surging cost of raw
materials.
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During the Period, the Group’s subsidiary which engaged
in the production of optical fibres and cables recorded
a slightly improving operating results. SEI took various
measures to reduce the loss by reducing expenditures
and improving production efficiency with technological
improvement. Although the selling price of optical fibres
continued to hit low record during the Period, the loss
was significantly reduced and it was turned into profit
thereafter. As CCS can use optical fibres other than that
produced by Corning International Corporation, its
production cost dropped and its sales increased, while
the new hardware business introduced by CCS started
to achieve a positive result, which contributed significantly
to the reduction of loss of CCS.

Review of Principal Operations

The Board has proactively adjusted the production and
operation strategies in response to internal and external
environment of the Group and market demand. The
major business activities of the Group during the Period
are summarized as follows:

1. China PUTIAN Industrial Base in Chengdu, a new
factory zone of the Company, obtained a
construction permit and construction has
commenced. The construction of the six buildings
in light steel structure, covering approximately
70,000 square meters, has commenced and
progressed smoothly. The construction area,
completion of work and the cost of the project are
in compliance with the requirements of the approval
and the contract.

2. Making use of the opportunity of the relocation of
the Group, the Group restructured its working
procedures by refined management and pragmatic
foundation for continual enhancement of the
management standard. The Company has
established a policy of procurement and tender
system for raw materials which altered the raw
materials procurement policy and thus lowering
the cost. Logistic management was enhanced with
adjustments made to the existing logistic
management system with mechanism of exploring
new source and cost savings.
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During the Period, the Company continued to focus
on marketing and sale, and established a market
analysis system. The Company strived to
communicate with customers in order to raise the
price of product appropriately, and understand the
operating environment of its main competitors.
The Company has also taken measures to reduce
the account receivables and the period-end
outstanding amount of inventory, speed up
collection of account receivables of previous years,
and settle overdue inventories over past years.
Goods payment was recovered by 114.80% during
the Period and the amount of receivables of
previous years recovered amount to
RMB35,200,000. In the meantime, the inventory
reduced by 20.99% as compared to the beginning
of this year.

Regarding the research and development of the
Company, the Company has designed and started
trial production of products, namely cables of Taike
series, 3G coaxial cables, program-controlled
environmental protection cables, broadband
program-controlled cables, during the Period.The
improved production lines has commenced trial
production for the irradiation cable project; the
design of packaging facility has been completed;
trial production of large cable products and
examination of production lines had been
completed in support of external engineers. For
comprehensive technological reform, trial
production and testing of locomotive cables, in-
house optical fibres, optical fibre cables and
environmental protection products has been
completed, and the Company has formulated a
technical specification for changing the packaging
of products.
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Regarding the financial aspect, the Group has
reinforced its financial control, costs control and
financial budget during the Period to improve the
efficiency of capital utilization; cash flow
management was strengthened and capital raising
was better organized to ensure the capital needs
for production and operation of the Company were
met. Reorganization of the money accounts of the
Company’s subsidiaries was carried out in order
to implement a centralized management system.
An appointment system of financial heads and a
centralized system of procurement of raw materials
were contemplated; and

During the Period, the Group has strengthened
the investment management and the supervision
of the corporate heads who were appointed by the
Company to joint ventures. Business registration
of the acquisition of 1% equity interests of CCS
by Corning International Corporation has been
completed; an agreement regarding leasing and
cooperation of the staff hospital of the Company
was signed to carry out independent operation
and audit. For new project, a new cooperative
partner of organic light-emitting diode project
(“OLED”) was sought and inspection of technical
know-how and facilities of cooperative partners
was completed. It has also obtained approval and
support from local government. The project
proposal was completed at present.
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Financial Analysis

As at 30 June 2006, the Group’s total assets amounted
to RMB945,304,000, representing an increase of
approximately 1.03% from RMB935,685,000 as at the
end of last year. Non-current assets of the Group
amounted to RMB438,808,000, accounting for
approximately 46.42% of the total assets of the Group
and representing an increase of approximately 11.51%
from RMB393,518,000 as at the end of last year. Current
assets of the Group amounted to RMB506,496,000 as
at 30 June 2006, accounting for approximately 53.58%
of its total assets and representing a decrease of
approximately 6.58% from RMB542,167,000 as at the
end of last year.

The net cash inflow from operating activities of the Group
during the Period amounted to RMB31,877,000. The net
cash outflow for the corresponding period last year was
RMB18,577,000.

As at 30 June 2006, the Group’s bank balances and
cash (including pledged bank deposits) amounted to
RMB148,147,000, representing a decrease of
approximately 1.48% from RMB150,366,000 as at the
end of last year.

As at 30 June 2006, the Group’s total liabilities amounted
to RMB247,436,000 (as at 31 December 2005:
RMB271,808,000). The liability to asset ratio was
approximately 26.18%, representing a decrease of
approximately 2.87% as compared to approximately
29.05% as at the end of last year. Short term bank loans
due within one year amounted to RMB62,965,000,
representing a decrease of approximately 44.03% from
RMB112,493,000 as at the end of last year.

During the Period, the Group did not arrange for other
fund-raising activities.
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During the Period, distribution costs, administrative and
other operating expenses and finance costs amounted
to RMB19,917,000, RMB27,132,000 and RMB3,473,000,
respectively, representing an increase of approximately
5.61%, 6.15% and a decrease 28.85%, respectively as
compared to RMB18,859,000, RMB25,559,000 and
RMB4,881,000, respectively, of the corresponding period
last year.

During the Period, the average gross profit margin of the
Group was 14.04%, representing an increase of
approximately 2.43% from 11.61% of the corresponding
period last year.

During the Period, the trade and bills receivables and
inventories of the Group amounted to RMB171,642,000
and RMB112,256,000, respectively, representing an
increase of approximately 15.33% and a decrease
of approximately 20.99%, respectively from
RMB148,822,000 and RMB142,083,000, respectively,
as at the end of last year.

1. Analysis of liquidity

As at 30 June 2006, the Group’s liquidity ratio and
quick ratio were approximately 247.66% and
approximately 192.77%, respectively. Taking into
account of the overall characteristics of the industry
and the existing market conditions, the above
financial information indicated that the liquidity of
the Group was at the average level and the Group
had a relatively good liquidity and debt repayment
ability. However, the Group will embark on key
studies to achieve further improvement of such
ratios.
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Analysis of financial resources

As at 30 June 2006, the Group’s short-term bank
loan amounted to RMB55,440,000. This loan is
repayable by instalments, which the Group has
repaid duely. The Group has adequate bank
and cash balances of RMB148,147,000 after
repayment of the said instalment, thus, the Group’s
risk in short-term repayment is low.

As at 30 June 2006, the balance of a long-term
loan for the purchase of accelerators from France
amounted to RMB14,252,000 (equivalent to
Euro1,407,000) of which the banking credit facility
amounted to RMB3,310,000 (equivalent to Euro
327,000) at an interest rate of 7.35% per annum,
and the French government secured bank loan
amounted to RMB10,942,000 (equivalent to
Euro1,080,000) at an interest rate of 0.5% per
annum. Given the fluctuations in the exchange
rate of US Dollar on the international foreign
exchange market, there are certain exchange risks
involved in the Euro loans. The two long-term
loans are payable by instalments with a maximum
repayment term of 36 years as from 1997. As the
balance of long-term loans was not substantial, it
does not have any substantial impact on the
operation of the Group.

Capital structure of the Group

The Group’s capital resources are derived from
bank loans and proceeds from share issue of the
Company. To ensure proper utilisation of capital
funds, the Group has established a stringent and
sound financial management system. During the
Period, no irregularity was noted for payment of
due debts and performance of due obligations.

In future, the Group will strengthen the control and
management of funds so that the funds can be
fully utilised whilst ensuring normal production
and operation of the Group.
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Business Prospects

In the second half of the year, the greatest pressure of
the Company will come from the high copper prices. The
following key measures will be taken by the Company
in response to the harsh market condition:

1.

The Company will put more effort to complete the
construction of the planned area of the industrial
base on time while keeping the total construction
cost under control, aiming at relocating some units
of part of the factory that are suitable for relocation
at the end of the year. Meanwhile, the Company
will continue to make steady progress in
demolishing old plants and collection of land fees.

The Company will adjust its business portfolio and
establish job positions according to the procedure
adjustment mechanism. By raising the work
efficiency and effectiveness as a cutting point, the
Group will streamline the working procedure to
enhance its overall work efficiency. A
comprehensive job description will be provided to
each position to define its responsibility and
appraise with fixed criteria. As to supplementary
institutions, corresponding reforms will be
formulated in response to the principle of Document
No. 859. They will be separated from the core
business of the Company and the Company will
remove or close the production of the products
and projects with negative profit margin from its
core business.

Efforts will be made to develop market potentials
and to expand sales capacity, as well as
consolidating its existing marketing network with
greater involvement in new markets. The Company
will be customer-oriented by responding quickly to
clients’ needs. It will obtain market feedbacks from
various channels, and adjust its product
development and marketing timely according to
market news. The Company will increase
assessment of delivery of goods and recovery of
receivables, which will be linked to the performance
of sales staff. The Company will continue to
implement a system of eliminating weak sales
staff in order to establish a stronger sales team.
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The Company will continue to enhance its business
portfolio to capitalize on the competitive edge of
cable business for adjustment of cable products.
In addition, the Company will speed up the design
and construction of No. 5 production lines of SEI,
finalize the expansion of production capacity of
Chengdu MCIL Radio Communications Cable Co.,
Ltd (“Chengdu MCIL’) and complete the integration
of electric cables business. After the inspection of
the OLED project, the Company received support
from the provincial and municipal government.
A number of companies had showed interest for
the investment, and thus making the right time for
the commencement of the project.

The Company will implement refined management
and establish the procedure and process for a
centralized and integrated financial management
to instill good cash flow management to ensure
that the Company’s capital needs will be met
adequately. The Company will highlight the cost
control on working procedures to further optimize
technological and economic indications while
making efforts to lower cost on working procedures.
The Company will also reduce inventory in order
to achieve higher utilization of capital and to
alleviate internal pressure on capital; and

The Company will supervise and review the
relevant policies applicable to the joint ventures,
strengthen the supervision of the management of
the joint ventures, and implement effective incentive
policies. The Company will regularly carry out
internal audit of the joint ventures in order to
protect the legal and legitimate interests of the
Group. The Company provides necessary
instructions for good operation of the joint ventures
to keep the incurrrance of loss of the joint ventures
under control.
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USE OF PROCEEDS

The Group raised approximately HK$424,000,000 through the
issue of 160,000,000 H shares in December 1994. From the
date of listing to 30 June 2006, the Company had used a total
of approximately HK$373,429,000, of which HK$84,360,000
was used in investment projects and HK$289,069,000 was
used for debt repayment and working capital.

The balance of unutilised proceeds amounted to approximately
HK$50,571,000 which is deposited with banks in the PRC in
Hong Kong Dollar and Renminbi.

OVERDUE TIME DEPOSITS

The Company has no other deposits or trust deposits with non-
banking financial institutions, or time deposits which cannot be
withdrawn on maturity as at 30 June 2006.

Although the principal of a deposit of RMB30,000,000 with
China Leasing Company Limited (“China Leasing”) has been
written off as a provision for bad debt as approved in the 2000
annual general meeting of the Company, the Company has not
given up to recover the amount. During the Period, the Company
continued to demand China Leasing for repayment of such
deposit.

SALE OF STAFF QUARTERS

1. Deferred expenses on staff quarters prior to 1998 have
been dealt with in the Group’s financial report for the
year 2000.

2. The Group had no new fund-raising plan to construct

staff quarters during the Period.
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UNIFIED INCOME TAX AND CANCELLATION
OF LOCAL GOVERNMENT’S TAX REBATE

The Company is incorporated as a Hi-Tech enterprise in the
Hi- Tech Development Zone in Chengdu (the “Hi-Tech Zone”),
Sichuan Province, the PRC. According to the current policy of
the State Administration of Taxation, the Company enjoys and
pays income tax at a preferential rate of 15%. The Company
is still enjoying such concession as at the date hereof. The
Company is not entitled to any income tax rebate.

SHAREHOLDING AND CHANGE OF SHARE
CAPITAL STRUCTURE

1. Share capital structure

As at 30 June 2006, the Company has not made any
arrangements for bonus issue, placing of shares or issue
of new shares of the Company. During the Period, there
was no change in the Company’s total number of shares
and share capital structure. The issued share capital of
the Company remained as RMB400,000,000 divided
into 400,000,000 shares with a par value of RMB1.00
each, comprising 240,000,000 state-owned legal person
shares and 160,000,000 overseas listed foreign shares
(“H Shares”), representing 60% and 40% of the issued
share capital of the Company respectively.

2. Shareholdings of substantial shareholders

As at 30 June 2006, the largest shareholder of the
Company was China Potevio Company Limited (“China
Potevio”), holding 240,000,000 issued state-owned legal
person shares, representing 60% of the issued share
capital of the Company. At the beginning of the Period,
HKSCC Nominees Limited (“HKSCC”) held 157,198,998
H Shares of the Company, representing 39.30% of the
issued share capital of the Company. At the end of the
Period, HKSCC held 156,968,998 H Shares, representing
39.24% of the issued share capital of the Company.

During the Period, the Board was not aware of any
person holding any interests or short positions in shares
or underlying shares of the Company which are required
to be disclosed pursuant to the Securities and Futures
Ordinance (Chapter 571 of the Law of Hong Kong)
(“SFO”).

| 13
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As shown in the register of substantial shareholders of
the Company maintained under Section 336 of the SFO,
the Company has been notified by shareholders of the
Company holding 5% or more of the H Shares. These
are interests other than those held by directors (the
“Directors”), supervisors (the “Supervisors”) and chief
executive officers of the Company which have already
been disclosed.

As indicated by HKSCC, as at 30 June 20086, the following
Central Clearing and Settlement System (“CCASS”)
participants held 5% or more of the total issued H Shares
of the Company:

BHRERERR FHERESL

Number of H Shares held Percentage

PREFRFKSHEE CCASS participant at the end of the Period of H Shares
B LBEERT The Hong Kong & Shanghai

ARAE Banking Corporation Ltd. 21,840,000 13.65%

RELERTT (BE) BRAH Bank of China (Hong Kong) Ltd. 20,246,000 12.65%

EREZ (BE)BERRA Guotai Junan (Hong Kong)
Co., Ltd 8,625,000 5.39%

B L BEE SN R-FTRERN
A=1H  ARRIRERGEWN
HipinZm MEROIE T ARE
MR EE S AR R EERTEA
BEFMALTEERIEERFEARLE
5%k LA FEYHAR 2 #E 4 e

WP BB DL
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RRREBEEE (EERESF M
B &G Bt - ERRD REHT
BFAETAREESFMPE GRS
352155 7 A AL A AC 8% 1O
@mEORE - RIRBM R PIE S £
AT EMARRND) M 8%+ FrEtisy &
MERITAEFTETEFRINEE
PRI (MRZEST R MZBME AR A
REEBERXZMERAR (B
Frl) M BOR A o

Save as disclosed above, as at 30 June 2006, the
Company was not aware of any shareholding interests
which are required to be disclosed pursuant to the SFO.
The Board was not aware of any person holding, directly
or indirectly, 5% of more of the interests in the issued
H Shares.

Shareholdings of directors and supervisors

As at 30 June 2006, none of the Directors, Supervisors
and chief executives of the Company have any interests
and short positions in the shares, underlying shares and
debentures of the Company or any of its associated
corporations (within the meaning of the SFO) as recorded
in the register required to be kept under Section 352 of
the SFO or as otherwise notified to the Company and
The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model
Code”) set out in Appendix 10 of the Rules Governing
the Listing of Securities on the Stock Exchange (the
“Listing Rules”).
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4. Purchase, sale and redemption of listed securities
During the Period, none of the Company’s listed securities
was purchased, sold, redeemed or cancelled by the
Company or any of its subsidiaries.

5. Convertible securities, share options, warrants and similar

instruments

During the Period, the Company did not issue any
convertible securities, share options, warrants or similar
instruments.

RESIGNATION AND PROPOSED APPOINTMENT
OF DIRECTOR

Ms. Chen Po Sum has tendered her resignation as independent
non-executive Director on 26 July 2005 due to personal reasons.
Her resignation took effect from the date when a new
independent non-executive Director was elected. Ms. Chen
had confirmed to the Board that she had no disagreement with
the Board and that there were no matters that need to be
brought to the attention of the Shareholders or the Stock
Exchange. Ms. Chen also confirmed to the Board that she did
not, and would not, make any claim against the Company for
compensation for loss of office (whether contractual, statutory
or otherwise), unfair dismissal or redundancy.

The Board proposed Mr. Choy Sze Chung, Jojo to succeed Ms.
Chen’s office, and Mr. Choy was elected as the independent
non-executive Director of the Company at the extraordinary
general meeting held on 16 February 2006, for a term until the
end of the term of the fourth Board.
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SIGNIFICANT EVENTS

1.

Extraordinary General Meeting

The Company convened the first extraordinary general
meeting on 16 February 2006, at which the following
resolutions were approved: (1) the Company disposed
the land in old factory zone by way of public auction;
(2) application of proceeds from the land sale; (3) election
of Mr. Choy Sze Chung, Jojo as independent
non-executive Director of the Company; (4) appointment
of ShineWing (HK) CPA Limited as auditors of the
Company in Hong Kong; (5) removal of Sichuan Huaxin
(Group) CPA Firm as the domestic auditors of the
Company; (6) appointment of ShineWing Certified Public
Accountants as the domestic auditors of the Company;
(7) amendment to Article 10 of the Articles of Association
of the Company.

The Company convened the second extraordinary
general meeting on 17 August 2006, at which the following
resolutions were approved: (1) election of Mr. Zhang
Xiaocheng, Mr. Kuo Aiching, Mr. Zheng Jianhua, Mr. Li
Tong, Mr. Jiang Kun, Mr. Xiong Siyun, Mr. Choy Sze
Chung, Jojo, Mr. Wu Zhengde and Mr. Li Yuanpeng as
Directors of the fifth Board, with a term of 3 years with
effect from 17 August 2006 upon approval at the
extraordinary general meeting; (2) election of Mr. Wang
Zhigi and Mr. Xiong Ting as supervisors of the fifth
supervisory committee, with a term of 3 years with effect
from 17 August 2006 upon approval at the extraordinary
general meeting; and (3) authorization by the Board to
fix the remuneration of the new Directors and Supervisors.
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The Fifth Board

The first meeting of the fifth Board was convened on
18 August 2006. At the meeting, Mr. Zhang Xiaocheng
was elected as the chairman and Mr. Kuo Aiching as
vice-chairman.

The Board appointed Mr. Kuo Aiching as the general
manager of the Company.

Upon nomination by Mr. Kuo Aiching, the Board appointed
Mr. Fan Xianda, Mr. Dai Kang and Mr. Wang Dehong as
deputy general manager, and Mr. An Minmin as the
financial manager.

Upon nomination by chairman Mr. Zhang Xiaocheng,
Mr. Kuo Aiching and Mr. Fu Bing were appointed as
authorized representatives of the Company; Mr. Choy
Sze Chung, Jojo was appointed as the chairman of the
Audit Committee; Mr. Wu Zhengde and Mr. Li Yuanpeng
were appointed as members of the Audit Committee;
Director Kuo Aiching, Director Zheng Jianhua, Director
Choy Sze Chung, Jojo, Director Wu Zhengde and Director
Li Yuanpeng were appointed as members of nomination
committee of the Board; Director Xiong Siyun, Director
Li Tong, Director Choy Sze Chung, Jojo, Director Wu
Zhengde and Director Li Yuanpeng were appointed as
members of remuneration and appraisal committee of
the Company. Director Zhang Xiaocheng, Director Kuo
Aiching, Director Jiang Kun, Director Wu Zhengde and
Director Li Yuanpeng were appointed as members of
strategic development committee of the Company. Mr.
Stephen Mok was appointed as secretary to the Board.

The first meeting of the supervisory committee was
convened on the same day, at which Supervisor
Mr. Wang Zhiqi was elected as the chairman of
supervisory committee.
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3. Adoption of a new company logo

China Protevio, the controlling shareholder of the
Company, has adopted BOIEV® as new company logo.
With the aim to raise the image of Visual Identity System,
the Company, as requested and authorised by
China Protevio, has adopted China Protevio company

logo ROLEVIO as of 29 May 2006.

The business scope of the Company remains unchanged.

AUDIT COMMITTEE

Mr. Choy Sze Chung, Jojo, Mr. Wu Zhengde and Mr. Li Yuanpeng,
the independent non-executive Directors of the Company, are
members of the Audit Committee.

The Audit Committee is responsible for conducting the review
of the Company’s internal controls and financial reports and
it has reviewed the unaudited interim report of the Company
for the six months ended 30 June 2006.

The Audit Committee considered that the 2006 interim report
of the Group has complied with the requirement of appropriate
accounting standards and laws and the Company has made
appropriate disclosure accordingly.

MATERIAL LITIGATION

During the Period, to the best knowledge of the Board, none
of the Company or other members of the Group was involved
in any material litigation or arbitration.

EXTRAORDINARY GENERAL MEETING

An extraordinary general meeting of the Company was held
during the Period. Please refer to the section of Extraordinary
General Meeting in the Significant Events section for details.
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COMPLIANCE WITH THE CODE ON
CORPORATE GOVERNANCE PRACTICES

The Board considered that the Company has complied with all
the code provisions in the Code on Corporate Governance
Practices (the “Code”) set out in Appendix 14 of the Listing Rules
during the Period. None of the Directors is aware of any information
that would reasonably indicate that the Company is not or was
not for any time of the Period in compliance with the Code.

COMPLIANCE WITH THE MODEL CODE FOR
SECURITIES TRANSACTIONS BY DIRECTORS
OF LISTED ISSUERS

The Company has adopted the Model Code as code of conduct
for securities transactions by all Directors.

After making specific enquiries to the Directors, the Board is
pleased to confirm that all Directors have fully complied with
the Model Code during the Period.

DISCLOSURE OF INFORMATION ON THE
WEBSITE OF THE STOCK EXCHANGE

The 2006 interim results of the Group, upon the submission
of a CD-rom with all detailed information to the Stock Exchange,
will be available on the website of the Stock Exchange
(http://www.hkex.com.hk) and the Company’s website
(http://www.cdc.com.cn) in due course.

As at the date of this report, the Board comprises:

Executive Directors: Zhang Xiaocheng, Kuo Aiching,
Zheng Jianhua, Li Tong, Jiang Kun

and Xiong Siyun

Non-executive Directors: Choy Sze Chung, Jojo, Wu

Zhengde and Li Yuanpeng

By Order of the Board
Zhang Xiaocheng
Chairman

Chengdu, the PRC, 18 August 2006
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CONDENSED CONSOLIDATED INCOME STATEMENT
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FOR THE SIX MONTHS ENDED 30 JUNE 2006
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Turnover
Cost of sales

Gross profit
Other operating income
Distribution costs
Administrative and

other operating expenses
Finance costs
Share of results of associates

Loss before taxation
Taxation

Net loss for the period

Attributable to:

Equity holders of the Company

Minority interests

Interim dividend

Basic loss per share

BEXNA=THLERER
Six months ended 30 June

=t 1 N “ZERF
2006 2005
ARBFIL ARET T
RMB’000 RMB’000
(REER) (FEER)
(Unaudited) (Unaudited)
253,978 215,950
(218,311) (190,882)
35,667 25,068
3,681 5,988
(19,917) (18,859)
(27,132) (25,559)
(3,473) (4,881)
(5,275) (9,125)
(16,449) (27,368)
1,573 (4,998)
(14,876) (32,366)
(14,623) (27,841)
(253) (4,525)
(14,876) (32,366)
(RMB0.0366) (RMB0.0696)
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CONDENSED CONSOLIDATED BALANCE SHEET

R-BEAFEAAZ1A
AT 30 JUNE 2006

FRBEE
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MBEE
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JE W A& 2 AR

BOFR - BHREEE

Non-current assets

Property, plant and equipment
Prepaid lease payments

on land use rights
Construction in progress
Interests in associates
Available-for-sale investments
Long-term prepayments
Long-term receivable

Current assets

Inventories
Trade and bills receivables
Prepaid lease payments

on land use rights
Prepayments, deposits

and other receivables
Amounts due from associates
Amounts due from

related companies

Bank deposits, balances and cash

Assets classified at held for sale

i3
NOTES

10
11

12

19

19
13

14

=B “TTEE
ABZ+R  +-A=t-F
30.6.2006 31.12.2005
AR¥TFT AREFT
RMB’000 RMB’000
(REFH) (#e &%)
(Unaudited) (Audited)
173,474 181,847
20,821 20,283
22,302 14,021
185,468 140,624
2,728 2,728
34,015 34,015
438,808 393,518
112,256 142,083
171,642 148,822
618 1,465
31,282 58,879
5,671 3,548

960 1,084
148,147 150,366
470,576 506,247
35,920 35,920
506,496 542,167
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CONDENSED CONSOLIDATED BALANCE SHEET
R-FEAEXA=1A

AT 30 JUNE 2006

—EETRE —ETRE
~NA=+HB +ZA=1+—H
30.6.2006 31.12.2005
fit i AR®FIT ARETT
NOTES RMB’000 RMB’000
(FEER) (&%)
(Unaudited) (Audited)
nEaE Current liabilities
EREZERERE Trade and bills payables 15 55,264 59,128
HibEN TR ETRE R Other payables and accrued charges 58,533 59,454
T IE Temporary receipts 989 1,510
BIAETS Deposits for staff quarters 10,300 8,729
e B & 1 BIIR 3K Amounts due to associates 19 16,249 15,504
JERTREE A RIR K Amounts due to related companies 19 14 —
B Tax liabilities 195 2,140
—F R RIT Bank and other borrowings
REMER — due within one year 62,965 112,493
204,509 258,958
MBEEFHR Net current assets 301,987 283,209
BEERLBAE Total assets less current liabilities 740,795 676,727
BARGEE Capital and reserves
R Share capital 16 400,000 400,000
fE Reserves 217,483 180,939
617,483 580,939
DB R Minority interests 80,385 82,938
697,868 663,877
FnBEE Non-current liabilities
iR —F A3 Bank and other borrowings
RITREMER — due after one year 42,927 12,850
740,795 676,727
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

HZE—

FEENFNA="F+HIENEA

FOR THE SIX MONTHS ENDED 30 JUNE 2006

(BFK)
(Audited)

RZZEZRF—-HA—-H

At 1 January 2005
REEEREE

Net loss for the period

S NGl

Share of reserves of associates
BERVERRRE

Dividend paid to minority shareholders

RZZZREAA=TA

At 30 June 2005

RERET (B18) 38

Net profit (loss) for the period

WL RRER

Acquisition from minority shareholders
NG L

Share of reserves of associates
HERIEHE D RRE

Realised on disposal of an associate

RZETRET-A=1—H
At 31 December 2005

(REER)

(Unaudited)

FEEBERE

Net loss for the period
ElbmE R AR E

Share of reserves of associates
BERPBRERE

Dividend paid to minority shareholders
HERGHE DR

Realised on disposal of an associate

R-BEAFAAZTA
At 30 June 2006

FRFRREGHEAES
Attributable to equity holders of the Company
EERR EE DB
BF KREEE REEH RtfE LHEe A8e RHER #it REHES #it
Statutory  Statutory
surplus public
Share Share Capital Other  reserve  welfare Accumulated Minority
capital premium reserve  reserve fund fund losses Total  interest Total
ARETT ARBFL ARETT ARETT AREFLT ARETT ARETLT ARETT ARETT AREFL
RMB’000  RMB'000 RMB'000  RMB'000 RMB'000  RMB'000 RMB'000 RMB'000 RMB'000  RMB'000
400,000 303,272 287,391 10,828 31,773 19,111 (501,161) 551,214 ~ 112,638 663,852
— — — — — —  (27.841)  (27,841) (4,525)  (32,366)
— — 606 — — — — 606 — 606
— — — = — — — — (2,800) (2,800
400,000 303272 287,997 10,828 31,773 19,111 (529,002) 523,979 105313 629,292
— — — — — — 56,096 56,096 (8,564) 47,532
— — — — — — — —  (13811)  (13,811)
— — 858 — 12 — — 870 — 870
- - - - (6 - - (6 - ©
400,000 303,272 288,855 10,828 31,779 19,111 (472,906) 580,939 82,938 663,877
— — — — — —  (14623)  (14,623) (253)  (14,876)
= = 51,418 = (6) = = 51,412 — 51,412
_ _ — — — = — — (2,300) (2,300)
— — (245) = — = — (245) — (245)
400,000 303,272 340,028 10,828 31,773 19,111 (487,529) 617,483 80,385 697,868

23
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT
BHE_TTRFEA=THILAEA

FOR THE SIX MONTHS ENDED 30 JUNE 2006

BENB=1+HIEA
Six months ended 30 June

—EEREF —TTRF
2006 2005
ARETFIT AEBFIT
RMB’000 RMB’000
(RIEFER) (CRAE &%)
(Unaudited) (Unaudited)
REEGE (PT#E) Net cash from (used in)

ZHE TR operating activities 31,877 (18,577)
wEEE (FT#E) Net cash (used in)

Fris 2R & F58 from investing activities (20,807) 10,337
AEEBAE RS FE  Net cash used in financing activities (26,046) (23,419)
RekBREEFEEE Net decrease in cash

B FEER and cash equivalents (14,976) (31,659)
H¥IR & KIS EEEE Cash and cash equivalents

at beginning of the period 89,403 101,202
HARBEeMASEE Cash and cash equivalents at end
HE @ BREBRITESRK of the period, representing bank
Re (F5E13) balance and cash (Note 13) 74,427 69,543




5 W1 55 5 0 0 G o Y

BE—FENFNA=FHILANEA

fii s

ARABEFEARKME (THE])
AL ZFRIIEERDBERA
Al e ARAZ &R AR AT E
EXREREXEERAR([TEEX
NAE) - AR TSEF BRI E
BH#E -

ARBIZBRAEBEHARZMH
BRARHEE L™ -

AT HHRERAARE ([ARE]D 2
5 ARETRARNRRREME A
Al ([AR&KE]) 2TheEEEE -

AEEEBEGALERKE S
BAEE (RETRELNAER
HE) Kl BEEE  WEEE

ERORE  EERMT RS -

it R B B ) 2

AEBE 2 RERTE AR S PR
BHREDRBELEB AR ZABR
NElRE S LT AR RISk 16FTEUE F
BEAELELEGAMAE ([FE
SR AE]) B2 BBV BRE
ZR(BEMBHRELN) EFE
BERTER ([FEer£R]) Mt
BUATHBIHEEMBREE
A1) 345 (P M ISR AE 2 B
1M 4 il

ARG P HP HHRRIRIBE S
PSRRI A )

BRAGRAT AN BRRAEAZE
AABREAEEFHHE—_TZTA
Ft_A=+T—BHILFEZFEY
BRRABRE - -

NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS
FOR THE SIX MONTHS ENDED 30 JUNE 2006

1.

GENERAL

The Company is a sino-foreign joint stock limited company
established in The People’s Republic of China (the “PRC”).
Its ultimate holding company is China PUTIAN
Corporation (“China PUTIAN”), a state-owned enterprise
established in the PRC.

The Company’s shares are listed on The Stock Exchange
of Hong Kong Limited.

The financial statements are presented in Renminbi
(“RMB”), which is the same as the functional currency
of the Company and its subsidiaries (“the Group”).

The Group are principally engaged in the manufacture
and sale of various types of telecommunication cables
(including different types of copper cables and optical
fibre cables), optical fibres, cable joining sleeves, as well
as equipment, manufacturing parts and materials for the
production of cables.

BASIS OF PREPARATION AND PRINCIPAL
ACCOUNTING POLICIES

The unaudited condensed consolidated interim financial
statements have been prepared in accordance with the
applicable disclosure requirements set out in Appendix
16 to the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited and with the
Hong Kong Accounting Standard (“HKAS”) No.34 “Interim
Financial Reporting” of Hong Kong Financial Reporting
Standards (“HKFRSs”) issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA”).

The condensed consolidated interim financial statements
have been prepared under the historical costs basis.

The accounting policies used in the condensed consolidated
interim financial statements are consistent with those
followed in the preparation of the Group’s annual financial
statements for the year ended 31 December 2005.

| 25
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REBREATE

EREGTENE1R (BF])
HKAS 1 (Amendment)
ERMBEHRELEAETH
HKFRS 7

&% (IFRIC) — 2EBE7HR

HK(IFRIC)-Int-7

7% (IFRIC) — 2EFE85R
HK(IFRIC)-Int-8
A% (IFRIC) — 2EF R
HK(IFRIC)-Int-9

! R-TBZELF-A—BHZRF
Bz FEARAERR -

2 R-ZZETRF=ZA—H &R
Bz FEARAERR

° RZZETRFRA-RAHZIER
M2 FEREEX -

¢ RZTBERNFRNA-BHZRFA
M FEMEER

BASIS OF PREPARATION AND PRINCIPAL
ACCOUNTING POLICIES (CONTINUED)

In the current period, the Group had applied for the first
time, a number of new HKFRSs issued by the HKICPA
that are effective for accounting periods beginning on or
after 1 January 2006. The adoption of the new HKFRSs
has had no material effect on how the results and financial
position for the current or prior accounting period as
prepared and presented.

The Group has not early applied the following new
standards, amendments or interpretations that have been
issued but are not yet effective. The directors of the
Company anticipate that the application of these
standards, amendments or interpretations will have no
material impact on the financial statements of the Group:

BB

Capital disclosures!

TRITE - #E

Financial instruments: Disclosures’

KAREBEEEGERF2R B ERS BB AN RS
Z &5 7732

Applying the restatement approach under HKAS 29
Financial Reporting in Hyperinflationary Economies?

ERV B mE LR F25% 2 S l5°

Scope of HKFRS 23

BmARNPTET B 2 EHaTHe

Reassessment of embedded derivatives*

L Effective for annual periods beginning on or after
1 January 2007.

2 Effective for annual periods beginning on or after
1 March 2006.

2 Effective for annual periods beginning on or after
1 May 2006.

4 Effective for annual periods beginning on or after
1 June 2006.
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BUSINESS AND GEOGRAPHICAL SEGMENT
INFORMATION

For management purposes, the Group is currently
organised into three main operating segments,
manufacture and sale of copper cable and related
products, optical fibre and related products and cable
joining sleeves and related products.

These divisions are the basis on which the Group reports
its primary segment information.

Segment information for the six months ended 30 June
2006 and 2005 about these businesses is presented
below:

BE_ZTRENAZTHLREA
(FEEFH)

Six months ended 30 June 2006
(Unaudited)

EERA SEGMENT TURNOVER
NI External turnover
REKBA Inter-segment turnover
LT ON Total turnover

EERR SEGMENT RESULT

REDEMERMA  Unallocated other operating income

HEBER Finance costs
[EIEBENREE  Share of results of associates

BhiaEE Loss before taxation
FiisH Taxation

AERERTE Net loss for the period

EERME LERBE LERBE

ARk %R EREER
HRER HRER  HRER  EHRE EHy =

Manufacture

Manufacture Manufacture and sale

and sale and sale of cable

of copper  of optical joining
cable fibre sleeves
and related and related and related Other

products products products  Operations Elimination* Consolidated

ARETT ARBTT ARETT ARBTT ARETT ARETT
RMB000 ~ RMB000 ~ RMB000  RMB'000  RMB000  RMB000

199,527 29,387 25,064 - — 253978
8,021 - — — (8,021) —
207,548 29,387 25,064 - (8021) 253078
(7,522) 555 (2,159) - - (9,126)
1,425

(3,289) (190) - - - (3473)
(472) (4,626) - (177) - (5,275)
(16,449)

1,573

(14,876)
\n
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S5 B b Wt 43 B (A7) 3.  BUSINESS AND GEOGRAPHICAL SEGMENT
INFORMATION (CONTINUED)
BE_STRENA=THLREA
(REFH)
Six months ended 30 June 2005
(Unaudited)
HERME LERME LERHE
AR t#R SBREER
HRER  HWER  HRER  EMRE EHR BHB
Manufacture
Manufacture Manufacture and sale
and sale and sale of cable
of copper  of optical joining
cable fibre sleeves
and related and related and related Other
products products products  Operations Elimination* Consolidated
AREFT ARETLT ARETT AREFT ARETT AREFT
RMB’000 RMB'000 RMB'000 RMB’000 RMB 000 RMB’000
£ 3198 SEGMENT TURNOVER
HIMEA External turnover 169,340 14,480 32,130 - 215,950
MM Inter-segment turnover 11,770 - 187 (11,957) -
alA Total turnover 181,110 14,480 32,317 (11,957) 215,950
EERR SEGMENT RESULT (16,633) (3,856) 3,727 — (16,762)
RENEMELMA  Unallocated other operating income 3,400
HBER Finance costs (4,881)
JEFBEARIEE  Share of results of associates (9,125)
RIS Loss before taxation (27,368)
Frf5 Taxation (4,998)
rEREETE Net loss for the period (32,366)

* NEBR B EE JHIRTH H A EHER
BE - BTG AHER %
AR INA—E B9t RFHE
E o

AASBZAARGHESBE
T AEEZMBERBAMEER
RN ERER -

The inter-segment transactions were carried at

estimated fair market price or, where no market price
was available, at cost plus a percentage profit mark-up.

All of the activities of the Group are based in the PRC
and all of the Group’s turnover and results are derived

from the PRC.
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4. OTHER OPERATING INCOME

BEXNA=1+HIL @A

Six months ended 30 June

“BEXE  _TTAF
2006 2005
ARBFT  ARETT
RMB’000 RMB’000
(REER) (CRAE&F 1)
(Unaudited) (Unaudited)
Included in other operating income is:
Interest income 912 899

S. LOSS BEFORE TAXATION

BEXNA=t+HILEA

Six months ended 30 June

—EEBREF —ZETREF

2006 2005

AREFIT ARBET T

RMB’000 RMB’000

(REER) (CRAE&F 1)

(Unaudited) (Unaudited)
Loss before taxation has been

arrived at after charging:

Depreciation of property, plant

and equipment 10,103 13,774
Amortisation of prepaid lease

payments on land use rights 309 923
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TAXATION

B#EXA=t+HILEA

Six months ended 30 June

“BEXE  _TTAF
2006 2005
AR¥TFTT AR®TFT
RMB’000 RMB’000
(REFK) (R#s &%)
(Unaudited) (Unaudited)

Fri8# (K %) X £ 835 : The taxation (credit) charge comprises:

A AT A5 AR PRC income tax
NER R A Provided for the period 98 1,740
LARTERR (B %) (Over) under-provision
VIR in prior periods (1,671) 3,258
(1,573) 4,998

R ARENREG N ERBER
HEL - WA ER ARSI H R
RY BB IREMRIAE
fa e

A—ANEER  ARAEREH
HRRRABHEMAE - B
B EN S R R R OB BB + B
BER B B AL T ZZ A
B8 B 15% o

PEMMSMNIZNEI15%E33%
(ZZEZERFANA=1THIAEA :
15%%33%) FtEANHEIFE 2 hEHE
R A o

No provision for Hong Kong Profits Tax has been made
in the condensed consolidated financial statements as
the Group’s income neither arises in, nor is derived
from, Hong Kong.

The Company had been recognised as a technologically
advanced enterprise by relevant authorities since 1994.
Pursuant to the Income Tax Laws concerning
technologically advanced enterprise in Chengdu, the
State Tax Authority in Chengdu approved the Company
to entitle the reduced state enterprise income tax rate
of 15%.

PRC income tax is calculated at 15% to 33% (six months
ended 30 June 2005: 15% to 33%) of the estimated
assessable profit for the period.
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BREAREBEDRBEARD S RER
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A BANEERE -

R AT kIR
ZRER B P S A B TR AN SR IR 2 B X B

14 E T AR 2 TR L3
HEKE -

10.

INTERIM DIVIDEND

The directors of the Company do not recommend the
payment of an interim dividend for the six months ended
30 June 2006 (six months ended 30 June 2005: Nil).

BASIC LOSS PER SHARE

The calculation of basic loss per share is based on the
Group’s net loss attributable to equity holders of the
Company of RMB14,623,000 (six months ended 30 June
2005: RMB27,841,000) and on 400,000,000 shares (six
months ended 30 June 2005: 400,000,000 shares) in
issue during the period.

PREPAID LEASE PAYMENTS ON LAND USE RIGHTS,
PROPERTY, PLANT AND EQUIPMENT AND
CONSTRUCTION IN PROGRESS

During the period, the Group spent approximately
RMB825,000 and RMB9,893,000 (six months ended 30
June 2005: RMB709,000 and RMB2,832,000) on
additions to property, plant and equipment and
construction in progress respectively. During the period,
no payment (six months ended 30 June 2005: Nil) was
spent by the Group on additions to prepaid lease
payments on land use rights.

LONG TERM PREPAYMENT
The prepayments were paid by the Group in connection

with the disposal of prepaid lease payments on land use
rights as set out in note 14.
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11, 5= 0 RE Wik R 11. LONG TERM RECEIVABLE

—BBAE  —TTHA
AA=+B +=A=t+-H

30.6.2006 31.12.2005
ARBFT  ARETT

RMB’000 RMB’000
(REEER) (F&F1z)
(Unaudited) (Audited)
SREBIE - The amount represents:
JEWERZCDCEEM  Amounts due from a former minority
([®z=CDC)) A E shareholder of Dongguan
LR FIE (ffzE)  CDC Cable Factory
(“Dongguan CDC”) (Note) 23,770 23,770
R Less: Allowance (23,770) (23,770)
Hiet - LB TIIE E R T AN A AlH Note: The amount represents receivable due from a former
M8~ EERZECDCH) A E 2 & minority shareholder of Dongguan CDC, a subsidiary
R B fE R - REEIR R 2R of the Company, which is interest-free and unsecured.
BoRIBEZE_F+_HA=+— As at 31 December 2002, the repayment of the amount
B kR ETES AR R was guaranteed by China PUTIAN. On 31 December
IR A R T R A EIEL A 2003, the guarantee was withdrawn by China PUTIAN.
R-RZBE=FF+=RA=+— In the opinion of directors of the Company, the amount
H - FEE XA TS BEHZIBE due from the former minority shareholder of Dongguan
R o RRBREEREZENRE CDC is irrecoverable and accordingly, an allowance of
DERRREREEWE - Bt E RMB23,770,000 was recognised in the consolidated
RUARTFE AR & 18k P R E income statement in previous years.

/& A K #23,770,0007T °
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FEWE 5 IR K KR R IE
o RIRIREIE

AEEBRTESEF U EARAHR
A—B_1+H REEARBXA -

f%?%% K% EAROR R A IR AR

STWT

N+HER Within 90 days
N+—HZ—B/A\+H 91-180 days

—BA\+—HE 181 - 365 days
=@AA~THEA

“BAEATHRBAMNRE Over 365 days

REEREBXRA  AEBZEKE
SRR RBEZ A EERIHZ &

HERE -

TRADE AND BILLS RECEIVABLES

Trade and bills receivables
Less: Allowance for bad
and doubtful debts

— 7 = l\ $ _ % % ﬂ i
ANB=+H +—A=+—H
30.6.2006 31.12.2005
AR#TT ARBT T
RMB’000 RMB’000
(KRIEFEK) (# & 1z)
(Unaudited) (Audited)
261,429 240,045
(89,787) (91,223)
171,642 148,822

The Group allows an average credit period of 120 days
to its trade customers. The following is an aged analysis
of trade and bills receivables net of allowances at the
balance sheet date.

—BBAE  —TTHF
NBE+H t—A=+—H
30.6.2006 31.12.2005
AR FT ARBTFT
RMB’000 RMB’000
(REFR) (K Z&1%)
(Unaudited) (Audited)
107,839 105,776
32,182 24,284
24,591 18,762
7,030 —
171,642 148,822

The fair value of the Group’s trade and bills receivables
at the balance sheet date was approximated to the
corresponding carrying amount.
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13. BANK DEPOSITS, BALANCES AND CASH

—ETRE —ZTTREF
AB=+H +t=ZA=+—H
30.6.2006 31.12.2005
AR¥TFT ARBFIT
RMB’000 RMB’000
(RIEFK) (Fe &)
(Unaudited) (Audited)
|ITER Bank deposits:
EHREZ (MiTa) Pledged deposits (note a) 4,993 54,917
FEERTF R Unpledged deposits
— BIEF R (M zEb) — Designated deposits (note b) 8,027 6,046
—E b (MfsEe) — Others (note ¢) 60,700 —
73,720 60,963
RITEHREIRE Bank balances and cash 74,427 89,403
148,147 150,366
Hfaz - Notes:

AR T IRTT - (FRAKE
EERGHERRITEREAER
MEERZRE - FUtwsIfER

SR AT B TIREEB T
EHERHNEER  UEES
$17 BT -

HihARITESER 2R A
3E AN L - EHERIZREE
FERE2 07%E2.25%:T & °

REEREXRA  KNEEZRT
FRERE 2 N FEERHZ R
EERE -

The amounts represent deposits pledged to banks to
secure short-term bank borrowings and undrawn
banking facilities granted to the Group, and are therefore
classified as current assets.

The amounts represent contributions received from
employees in respect of the staff quarters development
plans of the Group which have been deposited with the
banks under the name of the Group.

The amount represent time deposits with the maturity
period over 3 months. The deposits carry fixed interest
rate ranging from 2.07% to 2.25% per annum.

The fair value of the Group’s bank deposit, balance and
cash at the balance sheet date was approximated to
the corresponding carrying amount.
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BEE_HRAER HEMNRRE
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WER-_ZEZE+F+_-_A=+—H
AT - RZEERE+ A=+
—H  AEBEE R 4508 - I
BEHERAAREE122,723,0007THY
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B8 KA 51 BE o

EREELENFAFIIRELRK
BBz EERNREFE > BEit - T
PR EREE -

14.

ASSETS CLASSIFIED AS HELD FOR SALE

Assets classified as held for sales represent the land
use right to be disposed.

Pursuant to the land transfer agreement, the
supplemental agreement and the second supplemental
agreement entered into between the Group and an
independent third party. The Group has agreed to sell,
and an independent third party, has successfully bid
during the year, a piece of land (approximately 244.77
mu) on which the headquarters of the Group was situated
in Chengdu, the PRC (the “Land”) for a consideration of
approximately RMB793,060,000.

In accordance with the second supplemental agreement,
the considerations shall be settled and the Land shall be
delivered by three stages and the transaction shall be
completed before 31 December 2007. As at 31 December
2005, the Group has delivered approximately 50 mu of the
Land and recognised approximately RMB122,723,000 as
gain on disposal of prepaid lease payments on land use
right accordingly (six months ended 30 June 2006: Nil).
Details of this transaction had set out in the Company’s
circular dated 23 December 2005.

The net proceeds of disposal are expected to exceed the
net carrying amount of the relevant assets and
accordingly, no impairment loss has been recognised.
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15. TRADE AND BILLS PAYABLES

—EBERE —EETRF
ANB=+H +=—A=+—H
30.6.2006 31.12.2005
ARETFIT AEBFIT
RMB’000 RMB’000
(REER) (F&F#%)
(Unaudited) (Audited)
REEAEBEXRA - At the balance sheet date,
ENE ZIRFKNEE  an aged analysis of trade
ZIRE AT AT and bills payables is as follows:
NTBA Within 90 days 36,798 31,814
Nn+—HZ—8B/\+H 91 - 180 days 8,360 21,918
—BNA+—BZE 181 - 365 days
=B/,~tHhH 5,287 2,656
—EATHBMNRE Over 365 days 4,819 2,740
55,264 59,128

REEABRA  AEEZENE
FIRAEEEZ R EREH R
E{EARE o

The fair value of the Group’s trade and bills payable at
the balance sheet date was approximated to the
corresponding carrying amount.

16. A 16. SHARE CAPITAL
“EEXERNB=1H (XEFE)R
“EZERF+-A=+—H (#FEE)
30.6.2006 (Unaudited) &
31.12.2005 (Audited)
Bir&#E &%
No. of shares Amount
ARETFT
RMB’000
BRARBATZ Registered, issued and
2 BITK fully paid-up capital
R of RMB1 each:
B X% B A AR Stated-owned legal person shares 240,000,000 240,000
AN T AINE R Overseas listed foreign
invested shares 160,000,000 160,000
400,000,000 400,000




17.  HARKKE 17. CAPITAL COMMITMENTS

REEAERERA  AEBBUTE At the balance sheet date, the Group had the following
A capital commitments:
—ZTRE “TTHF
~NB=E+B +=ZA=1+—H
30.6.2006 31.12.2005
AR¥FTT AREFT
RMB’000 RMB’000
(REFK) (&%)
(Unaudited) (Audited)
EHESEIDES:T - Contracted but not provided for:
rEBFHRE Designing the construction plan
BEBCRE of the Group’s new headquarters 240 1,011
HERRBERE Acquisition of machinery
and equipment 1,348 582
AEERERE  BE Relocation of the Group’s
THRFRE 2 B E headquarters, purchase of land
and the constructions
of the site of the new plant 45,271 —
EREERELN Authorised but not contracted for:
HERERBERE Acquisition of machinery
and equipment 9,760 9,920
AEERERE  BE Relocation of the Group’s
THIRFRE 2 B headquarters, purchase of land
and the constructions
of the site of the new plant 115,504 180,000
172,123 191,513
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¥ E L 18. PLEDGE OF ASSETS
NEERABRA  AEBEBIUTE
EERTRIT  (ERAASENEE
mMBENEEREARARE
11,935,000 (ZEEHF+H
=+—H8 : AR¥76,379,0007T) 2

At the balance sheet date, the Group pledged the
following assets to banks as security for general banking
facilities granted to the Group amounting to
RMB11,935,000 (31 December 2005: RMB76,379,000):

IREF ©
—EBERE —ZETRHEF
AA=t+B t-A=+-H
30.6.2006 31.12.2005
ARETFIT AEBFIT
RMB’000 RMB’000
(REER) (F&F#%)
(Unaudited) (Audited)
RITFX Bank deposits 4,993 54,917
T Mo fE AR Prepaid lease payments
on land use rights 2,588 2,651
EEY) Buildings 10,398 10,836
17,979 68,404
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RZEERNFRZ

_|_

AIETTRR ZMBNT ¢

ZEREFENAZ
BIE/NEA  AEBEEERFER

RELATED PARTY TRANSACTIONS AND BALANCES

During the six months ended 30 June 2006 and 2005,
the Group entered into the following transactions with
related parties:

BEXNA=+THL<ER

Six months ended 30 June

—ZTREF —ZETRF
2006 2005
AR#TIT AREF T
RMB’000 RMB’000
(RIEEFR) (CR#E &)
(Unaudited) (Unaudited)
RERER AR R Ultimate holding company
HB AR and its subsidiaries:
—SHE R m — Sales of finished goods 53 —
—HaslA — Rental income 75 —
—BEBEBIIA — Management fee income 9 —
BE AT - Associates:
— HE R m — Sales of finished goods 10,200 4,567
— R R M B — Purchase of raw materials 15,592 8,096
— B EE LA — Technology transfer fee income — 164
—HAsBA — Rental income 70 —

(a)

RZZEFERFNA=1H -

FRERAGE T ASER
TEEECEREEAAR
#50,000,0007TC (_7 TRF
+-—A=Z+—8: AR¥

50,000,0007T) N A AN HA

B E AN BB ER B
B(CEERF+=-_A=+—
B &) o

HBENRNAERAR ZE
KAgERR - DHEER - BHE
,,\EAzxiﬁﬂ,%fi?; Eﬁiéﬁé.-f
A BERRREERE
DEBRRERBHRFBZI
ﬁEA$'§IZ?ﬁﬁﬂiﬁ/\§§
BERA-

(a)

(b)

As at 30 June 2006, China Potevlo is also providing
guarantees for banking facilities amounting
to RMB50,000,000 (31 December 2005:
RMB50,000,000) granted to the Group and did not
charge the Group during the period (31 December
2005: Nil).

Balances with associates and related companies
are unsecured, interest-free and repayable on
demand. Details of the balances with the
associates, related companies and a former
minority shareholder of the Group are set out in
the condensed consolidated balance sheet of the
Group.
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19. BER S K46k () 19. RELATED PARTY TRANSACTIONS AND BALANCES
(CONTINUED)
(c) ARTETIIZEMBRAA (c) The Company is providing guarantees for banking

RITEEEZERESBER facilities granted to non-wholly owned subsidiaries.

40 |

T The guarantees amount as follow:
—SeREF —_ETRF
AA=+B t-A=+-H
30.6.2006 31.12.2005
AR%TFT ARETT
RMB’000 RMB’000
(KEEFR) (#e&F )
(Unaudited) (Audited)
BCER R E B R A A Chengdu SEI Optical
Fiber Co., Ltd. 20,000,000 20,000,000
PRER ZE | AR A Chengdu MCIL Radio

BEEARRAA

Communication
Cable Co., Ltd. 18,000,000

18,000,000
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