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BOARD OF DIRECTORS

Executive Directors

Wong Chung Tak (Chairman)
Tse Kam Fai

Non-Executive Directors
Wong Ngo, Derick
Independent Non-executive Directors

Lee Kuo Ching, Stewart
Liu Sing Piu, Chris
Chong Kally

AUDIT COMMITTEE

Liu Sing Piu, Chris (Chairman)
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Chong Kally

REMUNERATION COMMITTEE
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Wong Chung Tak

Lee Kuo Ching, Stewart
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NOMINATION COMMITTEE

Wong Chung Tak (Chairman)
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Liu Sing Piu, Chris

Chong Kally

COMPANY SECRETARY AND
QUALIFIED ACCOUNTANT

Chan King Chung
AUDITORS
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EEEEE88H 35/F One Pacific Place
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Hong Kong

TO: THE BOARD OF DIRECTORS OF
SHENZHEN HIGH-TECH HOLDINGS LIMITED
(Incorporated in Bermuda with limited liabilities)

We have been instructed by Shenzhen High-Tech Holdings Limited
(the "Company”) to review the interim financial report set out on
page 5 to 21.

The Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited require the preparation of an interim financial
report to be in compliance with Hong Kong Accounting Standard 34
“Interim Financial Reporting” issued by the Hong Kong Institute of
Certified Public Accountants and the relevant provisions thereof. The
interim financial report is the responsibility of, and has been approved
by, the directors.

It is our responsibility to form an independent conclusion, based on
our review, on the interim financial report and to report our conclusion
solely to you, as a body, in accordance with our agreed terms of
engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

We conducted our review in accordance with Statement of Auditing
Standard 700 “Engagements to Review Interim Financial Reports”
issued by the Hong Kong Institute of Certified Public Accountants. A
review consists principally of making enquiries of group management
and applying analytical procedures to the interim financial report and,
based thereon, assessing whether the accounting policies and
presentation have been consistently applied unless otherwise disclosed.
A review excludes audit procedures such as tests of controls and
verification of assets, liabilities and transactions. It is substantially less
in scope than an audit and therefore provides a lower level of assurance
than an audit. Accordingly we do not express an audit opinion on the
interim financial report.

On the basis of our review which does not constitute an audit, we are
not aware of any material modifications that should be made to the
interim financial report for the six months ended 30th June, 2006.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong, 11th September, 2006
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BRER-EX
KEFEKLENERE
REX

KEFBERERD

EEERLBH

Continuing operations

Turnover
Cost of sales and services
Allowance for properties held for sale

Gross (loss) profit

Other income
Selling and distribution costs
Administrative expenses
Share of results of associates
Share of results of

jointly controlled entities

Loss before taxation
Taxation

Loss for the period
from continuing operations

Discontinuing operations

Loss for the period
from discontinuing operations

Loss for the period
Attributable to:

Equity holders of the Company
Minority interests

Loss per share - Basic
From continuing and
discontinuing operations

From continuing operations

Bt i

Notes

The board of directors (the “Board”) of Shenzhen High-Tech Holdings
Limited (the “Company”) would like to present the unaudited
consolidated result of the Company and its subsidiaries (collectively the
“Group”) for the six months ended 30th June, 2006 together with the
comparative figures as follows:

BEXA=1+HLEXEA
(REEX)
For the six months
ended 30th June,
(Unaudited)

=% & —BRHF
2006 2005
FER FHET
HK$'000 HK$'000
8,411 12,587
(2,289) (7,698)
(33,962) -
(27,840) 4,889
2,405 794
(8,909) (1,913)
(15,133) (15,995)
(24,709) (348)
(72) (2,435)
(74,258) (15,008)
(23) (112)
(74,281) (15,120)
(584) (92)
(74,865) (15,212)
(74,865) (15,095)
- (117)
(74,865) (15,212)
B Al AL

HK cent HK cent
(0.494) (0.105)
(0.490) (0.105)
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Non-current assets
Investment properties
Property, plant and equipment
Prepaid lease payments
Interests in associates
Interests in jointly controlled entities
Investments in securities
Deferred tax assets

Current assets
Properties held for sale
Inventories
Trade receivables
Other receivables
Prepaid lease payments
Amounts due from associates
Amount due from a jointly
controlled entity
Loan to a jointly controlled entity

Investments held for trading
Bank balances, deposits and cash

DEAEEEEEE ZEE Assets classified as held for sale

RBAEE

&1 R 3K
HibENRIE BERFTE
KERT &M
RN

TEARREHEEEEZ
HHAE

RBEEFRME
EEFE
EXKEE
[N
ki
AR

Current liabilities
Trade payables
Other payables, deposits received
and accrued charges
Taxation payable

Liabilities associated with
assets classified as held for sale

Net current assets
Net assets

Capital and reserves
Share capital
Reserves

Total equity
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30th June,

2006

(REBEZ)

(Unaudited)

Kt FET
Notes HK$°000

8 115,000
9 27,221
3,950

93,257

13,012

10 4,808

257,248

11 264,000
70

12 -
2,569

100

21,816

11,962

16,175
218
165,623

482,533
6 183,267

665,800

13 -

54,574
2,484

57,058

6 75,208
132,266
533,534

790,782

14 172,233
618,549

790,782

—ETREF
+=-A=+—8H
31st December,
2005

(&EZ)
(Audited)
FHE T

HK$'000

115,000
35,057
4,000
117,966
13,084
4,808
5,731

295,646

297,962
76,707
84,259
25,805

100
22,716

4,166

15,610
208
122,693

650,226

650,226

52,002

106,279
5,618

163,899

163,899
486,327

781,973

143,533
638,440

781,973



B&
Share
capital
(REER)
(Unaudited)
FET
HK$'000
i At 1st January,
—A-H 2005 143,533
EEMBAR.  Exchange difference arising
BERAR from translation of
HEEAER 2 operations of subsidiaries,
EBEER2  associates and jointly
NEZER controlled entities and
RERER net loss directly recognised
BRZERFE  in equity -
HEER Loss for the period =
HEER Total recognised loss
Skt for the period -
WZZTRE At 30th June,
~NA=tH 2005 143,533
RZZEZERE At st January,
—A—H 2006 143,533
HEER Loss for the period and
R BEED total recognised loss
bt for the period -
REHR Placing of new shares 28,700
BBRE Expenses incurred in
RiamEE connection with placing
ZHExX of shares =
RZFZRE At 30th June,
~AZTH 2006 172,233

AEBEZHMNBBRAEARNEEAR-NAAEF
T AT NBEFZEAFHRR EER@AEAR
AEEE S RRERAKENBRRRMNE
EMBERTZIARRBRMNEEMER 2 Z8: &
LR —_ZEZE=FHANEARTEENS
B HEERR_ZT-—F+_A=T—HAFRQ
B R TEE IR 1R B HIRUR AR KR AR D
BEECERGHRIBRE-

RIBFHERO PEFEARET RBEEFELR
MBI EESDREPE G ERET 2
REGENERELEREES  BREER
ZERRANEEEREZEARZAEERE
BER KRR ERRAIEZRETE SEE
FEES TR DK AT A IH B 1R 3 DA
REAFRAEHERCET

EERE KRARRE DBRR

R EE AmBs EifE £ 2RER REEE B a8

Total

attributable

to equity

Statutory holders

Share Contributed  Translation reserve  Accumulated of the Minority

premium surplus reserve fund losses Company interests Total
(REER) (REFR) (REFR) (REFR)  (REER) (REER) (REER) (REER)
(Unaudited)  (Unaudited)  (Unaudited) ~ (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)
TR THET TR THET TR THET TERT THAL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
354,078 588,178 (538) 4113 (306,785 782,579 124 782,703
= = (18) = = (18) = (18)
= = = = (15,095)  (15,095) (117)  (15,212)
= = (18) = (15,095 (15,113) (117)  (15,230)
354,078 588,178 (556) 4,113 (321,880) 767,466 7 767,473
354,078 588,178 3,102 5214 (312,132) 781,973 - 781,973
= = = = (74,865  (74,865) = (74,865)
57,400 = = = = 86,100 = 86,100
(2,426) = = = = (2,426) = (2,426)
409,052 588,178 3,102 5214 (386,997) 790,782 - 790,782

The Group’s contributed surplus amount is the net effect of the amount
that arose from the Group reorganisation on 18th July, 1990 which
represented the aggregate of (a) the difference between the nominal
value of the Company’s shares issued under the reorganisation scheme,
in exchange for the nominal value of the shares of the subsidiaries
acquired and (b) the amount arose from the capital reorganisation in
April 2003 which represented the balance of the credit amount arising
from the capital reduction and share premium cancellation after the
elimination with the accumulated losses of the Company as at 31st
December, 2001.

In accordance with the PRC regulations, certain companies in the PRC
are required to transfer part of their profits after tax determined
under the PRC accounting standards to the statutory reserve fund,
before profit distributions are made. The amounts of the transfers are
subject to the approval of the boards of directors of these companies,
in accordance with their joint venture agreements and/or articles of
association. The statutory reserve fund is non-distributable and may
be used either to offset losses, or for capitalisation issues by way of
paid-up capital.
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BBz
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HEMBARZERTE

HMRERERE
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REFE
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BMEETHER(EHA) 2
REFE

RekBAEEEEM
Rl A) F 8
HOzReERAEEHE

HEZRER
RE%E

RERBREEHE

BB

RITEBERE

REIHETR=EAZ
EBER

DER/TE
FHEBER
RITEHEAS

B &t
Note

Net cash used in
operating activities

Investing activities
Purchase of property,
plant and equipment
Advances to an associate
Repayments from an associate
Advances to a jointly controlled entity

Purchase of investments in securities
Deposits received from disposal

of subsidiaries
Other investing cash flow

Net cash from (used in)
investing activities

Financing activities
Repayment of bank loan
Proceeds from placing of new shares
Expenses incurred in connection
with placing of new shares

Net cash from (used in)
financing activities

Net increase (decrease) in cash and
cash equivalents

Cash and cash equivalents
at beginning of the period

Cash and cash equivalents
at end of the period

Analysis of the balances of cash and

cash equivalents

Bank balances and cash

Time deposits with original maturity
of less than three months

Bank Balances and cash grouped
under assets classified
as held for sale
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BZEZAA=+HLEAREA
(REER)
For the six months ended 30th June,
(Unaudited)

—EEAE —ETRE
2006 2005
FHT FHT
HK$°000 HK$'000
(48,164) (4,032)
(1,875) (1,989)
(27,180) (11,754)
25,138 1,583
(7,796) =
- (4,717)
27,404 =
1,969 978
17,660 (15,899)
- (47,170)
86,100 =
(2,426) =
83,674 (47,170)
53,170 (67,101)
122,693 123,137
175,863 56,036
45,622 21,254
120,001 34,782
10,240 =
175,863 56,036
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HRRBEAFE-RiL THEEEM
Al HA R 2

The 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 and
with Hong Kong Accounting Standard (“HKAS”) 34 “Interim
Financial Reporting” issued by the Hong Kong Institute of
Certified Public Accountants (the “HKICPA").

The condensed consolidated financial statements have been
prepared under the historical cost convention, as modified for
investment properties and investments in securities, which are
measured at fair values.

The accounting policies adopted are consistent with those
followed in the preparation of the Group’s annual audited
financial statements for the year ended 31st December, 2005
except as described below.

In the current interim period, the Group has applied, for the
first time, a number of new standards, amendments and
interpretations (“new HKFRSs”) issued by the HKICPA, which
are effective for accounting periods beginning on or after 1st
January, 2005 or 1st January, 2006. The adoption of these
new HKFRSs had no material effect on how the results for the
current and prior accounting periods have been prepared and
presented. Accordingly, no prior period adjustment has been
required.
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®BF®mzFEHRRE-
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The Group has not early applied the following new standard,
amendment and interpretations that have been issued but are
not yet effective. The directors of the Company anticipate that
the application of these standard, amendment or interpretations
will have no material impact on the results and financial positions
of the Group.

HKAS 1 (Amendment) Capital disclosures ’
HKFRS 7 Financial instruments: Disclosures '

HK(IFRIC) — INT 7 Applying the restatement approach under

HKAS 29 “Financial Reporting in
Hyperinflationary Economies” 2

HK(IFRIC) — INT 8 Scope of HKFRS 2 3

HK(IFRIC) — INT 9 Reassessment of embedded derivatives 4
" Effective for annual periods beginning on or after 1st January, 2007.

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

3 Effective for annual periods beginning on or after 1st May, 2006.

4 Effective for annual periods beginning on or after 1st June, 2006.

For management purpose, the Group is organised into two main
operating divisions as follows:

- High-tech computers and servers manufacturing and related
business

- Property investment, development and trading
On 29th May, 2006, the Group has signed an agreement to

dispose of the high-tech computers and servers manufacturing
and related business.
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Notes to Condensed Consolidated Financial Statements

T 3. SEGMENT INFORMATION (continued)
E Business segments (Continued)
BE_TZERFX~A=1tHILEAA For the six months ended 30th June, 2006:
REEK
Unaudited
kRS
BFREEXY EXH
Discontinuing
Continuing operations operations
-1
HEMR
NERE- RBBRE
RRRER Hipr B# #E REBEEYR B#H RA
High-tech
computers
Property and servers
investment, manufacturing
development and related
and trading Others*  Elimination Total business Elimination  Consolidated
FEx FEx FET FET FET FEx FEx
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BEH TURNOVER
HOMEE External sales 7,655 756 - 8,411 121,101 129,512
BHMHE Inter-segment sales = 1,562 (1,562) = = =
&t Total 7,655 2,318 (1,562) 8,411 121,101 129,512
FBEE SEGMENT RESULTS (41,261) (245) (1,562) (43,068) (226) (39) (43,333)
AAMEMBA Unallocated other income 2,218 76 2,294
AABMEERS Unallocated corporate expenses (8,627) - (8,627)
KA Finance costs - - = = (39) 39 =
EEBEDRER Share of results of associates (27,886) 3,177 - (24,709) - (24,709)
EEARBHEREE Share of results of
jointly controlled entities - (72) - (72) - (72)
BHAER Loss before taxation (74,258) (189) (74,447)
A Taxation (23) (395) (418)
HHEE Loss for the period (74,281) (584) (74,865)
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Notes to Condensed Consolidated Financial Statements

3. PEEE () 3. SEGMENT INFORMATION (Continued)
XXM (&) Business segments (Continued)
BE—_ZZRAFA=Z+TBLEAEAR: For the six months ended 30th June, 2005:
*uEy
Unaudited
FRER
BEEEEE BEB
Discontinuing
Continuing operations operations
B
REMR
mERE- RsagE
EEREE Hir pik ok RIEBEE ik 5a
High-tech
COmpUtefS
Property and servers
investment, manufacturing
development and related
and trading Others* Elimination Total business Elimination Consolidated
FHT FERT FET FEL FAT FHT FERT
HK$'000 HK$/000 HK$/000 HK$/000 HK$'000 HK$'000 HK$/000
EXE TURNOVER
HIMEE External sales 6,457 6,130 - 12,587 108,637 121,224
BHHHEE Inter-segment sales = 859 (859) = = =
=h Total 6,457 6,989 (859) 12,587 108,637 121,224
PHEE SEGMENT RESULTS 2,276 (2,277) (859) (860) 56 (160) (964)
AABEMBA Unallocated other income 557 83 640
AABMEERT Unallocated corporate expenses (11,922) = (11,922)
RN Finance costs = = = = (179) 160 (19)
EEBEARER Share of results of associates (1,963) 1,615 - (348) - (348)
EELREHEBEE Share of results of
jointly controlled entities = (2,435) = (2,435 = (2,435)
BRAER Loss before taxation (15,008) (40) (15,048)
R\ Taxation (112) (52) (164)
BEEE Loss for the period (15,120 (92) (15,212)
* DHBEHRGHEEEEREREB DR Z * Included in others are the sales of digital cameras which were previously
ABZADERABNREM KRG ERE part of the high-tech computers and servers manufacturing and related
REMEB DB —FH - business segment.
Hiet: BESPIHERERMERTE Note: Inter-segment sales are charged at prevailing market prices.
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BRERH
FE M 1 R SRR S

BNEERE M
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BB ARER

R{EE
FEBRFE

¥

YEFAATER:

AEHAEH
%

HERNEFE

RTHERA
S 8 A
FEERREZ
AFELH

BEXHEHE:

ARAREMBRR:
RABEZHEAR
HAE ([RE])
LERBHR

Loss before taxation has been
arrived at after charging:

Allowance for bad and
doubtful debts
Allowance for inventories
Allowance for amounts
due from associates
Amortisation of prepaid
lease payments
Depreciation of property,
plant and equipment
Decrease in net realisable
value of properties held for sale
Net unrealized holding
losses on investments
held for trading

and after crediting:

Gross rental income
Less: Outgoings

Net rental income

Bank interest income

Loan interest income

Increase in fair value of
investments held for trading

The taxation charge comprises:

The Company and subsidiaries:
People’s Republic of China
(the “PRC") Enterprise
Income Tax in current period

BERSEER
Continuing
operations

=3 V%3 —TERF
2006 2005
FET FET
HK$'000 HK$'000
- 766

196 1,636
2,942 -
50 50
1,194 1,317
33,962 -
- 661
4,563 3,749
(1,522) (1,187)
3,041 2,562
1,724 557
565 368

10 =

BEREEB
Continuing
operations

—Z2EXE —ZZ0HF
2006 2005
FTERT FTET
HK$'000 HK$'000
23 112

BEAA=t+RBRLEAMEA

(REERK)
For the six months ended 30th June,
(Unaudited)
FRHEEEY
Discontinuing
operations
=2 2283 —TERF
2006 2005
TERT FET
HK$'000 HK$'000
1,207 1,044
76 83

BEXNAZTHLEAMEA

(REER)
For the six months ended 30th June,
(Unaudited)
FERCEES
Discontinuing
operations
ZEEXRE —ZT0F
2006 2005
TERT FTERT
HK$'000 HK$'000
395 52

&4
Consolidated
—E2ERE “ZZHE
2006 2005
FTET FET
HK$'000 HK$'000
- 766
196 1,636
2,942 -
50 50
2,401 2,361
33,962 -
- 661
4,563 3,749
(1,522) (1,187)
3,041 2,562
1,800 640
565 368
10 =
=&
Consolidated
—E2ERE —ZZ0E
2006 2005
TET FHT
HK$'000 HK$'000
418 164

2006 Interim Report | FHARE



A A 7 5= [ 10 B 9 3 B (AR 16 08 R ER
ZEATUE RN BOL B REARNFHRIE
HEE - AEED AR BB AN BERE
@G EFTIRER Z ERBE N IRIBE
ZBATER BB RIEM REHMT R
BHE-
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MIBEE-

R-ZBEXFRA-tTHIBE ~EEHE
REBHRAEREEZERAREETH
# LA A E#95,000,0007T (X9 ER
91,346,000/ 7T) AR EDLEEMNL
REARBEEERMBRARREXE
BEX(GLR) BERAR 223 A
RERIEEBXAFRIRERARZE
R 2625%  c XF=—RAAHHKE
BRREM R R RS KA ER-
I REREBFREERAGNEEEE
TEREREKABREEEF20.6%Em 2
BENR - RZTETNENA=ZTH %
HEEBEEATK BREZLEERNE
ERBEEIEA—BERBEHEZEH
EEEVEYZIREERAER BY
BERT_EAREL-

IREBAREEERMARARRILR
BHAFEHRERAREMN THELE
EKERZRIELAE23,414,0008 T
ERREEERASRAEERGBRIE
HRBCEEBEEETEREBR
BALEIFREXKEEBFITERA
AR ZEWE=ERE UREELR
BE St BT RHR A PR A RIBF 2 B UK — KB

ENCIE/ L

No provision for Hong Kong Profits Tax has been provided as
the Group has no assessable profit arising in Hong Kong for the
periods. Taxes on profits assessable outside Hong Kong have
been calculated at the rates of tax prevailing in the jurisdictions
in which the Group operates based on existing legislation,
interpretations and practices in respect thereof.

No deferred tax asset has been recognised relating to tax losses
and other deductible temporary differences of some subsidiaries
as the recoverability of these potential deferred tax assets is
uncertain.

On 29th May, 2006, the Group has entered into an agreement
with X ZEE KT B E £ B R A 7] (Tianjin Dawning Computer
Industry Company Limited), to dispose of 100% interest in 1t 5
B KEE BT AR KA (Beijing Dawning Tianyan
Information Technology Company Limited), & J¢ 1= B E % (4t )
BB 27 (Dawning Information Industry (Beijing) Limited) and
62.5% of its 100% interest in Lt RE X AIF B FEBR A A
(Beijing Dawning Novotech Co., Ltd.), which operate in high-
tech computers and servers manufacturing and related business,
for an aggregate consideration of RMB95,000,000 (equivalent
to HK$91,346,000). It REE X EIFT B B R 2 A (Beijing
Dawning Novotech Co., Ltd.) will become a 20.6% associate
upon completion of the disposal. As at 30th June, 2006, the
disposal has not been completed. The assets and liabilities
attributable to the production line, which are expected to be
sold within twelve months, have been classified as a disposal
group held for sale and are presented separately in the balance
sheet.

b B Y REE B KM AR QA (Beijing Dawning Tianyan
Information Technology Company Limited) and 1t 5B ¢ &l 7 &t
B R 2 7 (Beijing Dawning Novotech Co., Ltd.) have amounts
due to the continuing operations group of approximately
HK$23,414,000 which are eliminated in the condensed
consolidated balance sheet. The continuing operations group
will recognise these amounts as an amount due from a third
party upon the disposal of 1t REE ¢t X & {5 B K i1 B R A A
(Beijing Dawning Tianyan Information Technology Company
Limited) and an amount due from an associate upon the disposal
of Ik mEE Y &I ¥ Bl B BR A &) (Beijing Dawning Novotech Co.,
Ltd.).
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Notes to Condensed Consolidated Financial Statements

EELEER #) 6. DISCONTINUING OPERATIONS (continued)

BEAA=tRHLAEA
(REERK)
For the six months
ended 30th June,
(Unaudited)

—zeAs —sTRf

2006 2005

FiEx FiEx

HK$'000 HK$'000

= Turnover 121,101 108,637
5 6 B AR Cost of sales (92,091) (87,997)
& A E 58 Gross profit 29,010 20,640
H bz Other income 983 423
HE R D HEKRA Selling and distribution costs (19,266) (14,730)
THERA X Administrative expenses (10,877) (6,194)
B 7% B A Finance costs (39) (179)
M B AT 1B Loss before taxation (189) (40)
TiE Taxation (395) (52)
HAfE 548 Loss for the period (584) (92)
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BRHEEBEZIZEERABER
(E2BRFHEHEE) 2501

The major classes of assets and liabilities comprising the disposal
group classified as held for sale are as follows:

—EEXRE
~NA=+H
30th June, 2006
(REEX)
(Unaudited)
F
HK$'000
LERY T D& Property, plant and equipment 6,817
FRERRIEEE Deferred tax assets 5,731
FE Inventories 104,294
JE L2 BR 3K Trade receivables 37,978
E b fE 58 Other receivables 18,207
RITER TREES Bank balances, deposits and cash 10,240
ENoBAREEHEEZ Total assets classified as held for sale 183,267
BEERE
FE A5 BR 3K Trade payables 35,943
HiERRIE - BERET € Other payables, deposits received and accruals 36,712
REER
FE B8 Tax payable 2,553
75,208
108,059
REEEABREREKHENER  Amount due to the continuing operations
SELEEBEENRIA group eliminated on consolidation 23,414
HESBRFEE Net assets of the disposal group 84,645

BHZ L EEBEMEHS

ERNERE

The proceeds of disposal are expected to exceed the net carrying

ERBEREE B M REFE: Bt
BARDBERFHRFHENERERE
fa] B (L 48

amount of the relevant assets and liabilities as at disposal date
and, accordingly, no impairment loss has been recognised on
the classification of these operations as held for sale.

R BCEEBNASRENCER SR
BF5EHM#32,005,0008 T (ZEF
AFF—A—RAE-_ZETRF A=+
H:12,585,000/870) KA E X5 & A
664,000 T (ZEETRF—A—A=ZE
—EERFENA=1H:1,648,0000
JL) °

The discontinuing operations used approximately HK$32,005,000
(1.1.2005 to 30.6.2005: HK$12,585,000) of the Group’s net
operating cash flows and used HK$664,000 (1.1.2005 to
30.6.2005: HK$1,648,000) in respect of investing activities.
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Notes to Condensed Consolidated Financial Statements

BREE 7. LOSS PER SHARE
REFERIFELSEXEK From continuing and discontinuing operations
RARERRBRREEERERNEET The calculation of the basic loss per share attributable to the
BT 8IEAE ordinary equity holders of the Company is based on the following
data:
BEZXA=1tHILLAXMEA
(REER)
For the six months ended 30th June,
(Unaudited)
—BEXRE —ZTTRHF
2006 2005
FER FHE T
HK$'000 HK$'000
BB Loss
REREAEEEH Loss for the purpose of
Az EE basic loss per share (74,865) (15,095)
BEXA=1+HLEXEA
For the six months ended 30th June,
—zEAE —TTR4
2006 2005
FERT FH&ET
HK$’000 HK$'000
®R#%EE Number of shares
RERERNEBEAED Weighted average number of
Fr Az e 15 ordinary share for the purpose of
LmRE B basic loss per share 15,161,984,788 | 14,353,310,755
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RATEBRBREEREISELEE The calculation of the basic loss per share from the continuing
B2 BRERNBEIDIEATEERE: operations attributable to the ordinary equity holders of the
Company is based on the following data:

BEAXA=tRHLAEA
(RBERK)
For the six months ended 30th June,
(Unaudited)

—BREARE —ZTTHF
2006 2005
FEx FiE
HK$000 HK$'000
A AR R AL Loss for the period attributable
M8 to equity holders of the Company (74,865) (15,095)
iR BIERELE Less: (Loss) profit for the period from
¥BZHE (B8) discontinuing operations, net of
= A Bk 8 minority interests (584) 25
% 3R #E &
RREBFELEER Loss for the purpose of
BREKXERE basic loss per share from
BRZEE continuing operations (74,281) (15,120)
IRELEEBRERELAEEAR Basic loss per share for discontinuing operations is HK0.004
f20.0048 W (ZTETERF—A—RHEZ cent per share (1.1.2005 to 30.6.2005: HK0.001 cent), based
EERFNNA=ZTH:0.001730) T31R on the loss for the period from discontinuing operations of
BREFFECEET 2 HEEE HK$584,000 (1.1.2005 to 30.6.2005: HK$92,000).
584,000 L (—ETHF—HF—HE
—ZETARESA=1TH:92,000%T)
BARITEMRITEERESEREE The computation of the diluted loss per share for the six months
EERFRNA=ZTHARZZEZTHF A ended 30th June, 2006 and 30th June, 2005 did not assume
=+ HIEAEARZBREER D WE the exercise of the outstanding share options as its exercise
BREHEN BREEBERERR would result in a decrease in the loss per share for both periods.
AR AR RAT (o
BEMER_TEFAAA=+THHB The investment properties were valued at their open market
VAEBRBEEGEMSE — K FR 4 value as at 30th June, 2006 by Messrs. Savills (Hong Kong)
(BB) BRARIEAFMBEREITHE: Limited, an independent firm of qualified professional valuers.
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REABE N REEE) A A1,875,000% 7T

(ZZZERFE—F—HE_ZZTREX

A=+H8:1,989,000/% t) BE W #
BN

ZTMEERTRZIELTESE
HFIRECBEBRFMERS.25% ° §$w
AZEBEREZEREEE QAFEE

o

R-ZEERNERNA=TH CAFEY
33,962,000 0 WHRERELR A
BRRILAHEE RREK A

AEBABRAEBEZEERR
FEHA—E=@A HHE JFELiE
&?%i‘k?ﬁ%zg)ﬁ?ﬁ?E*iZFg
H-BURFPFHERREERBE -AEE
@Zﬁ!ﬁ%h%ﬂﬂi/ﬁﬁZE’%H&mlﬁ N

EREFEERR -mAEREETHEHN

i By 45

REE B BUERFUREFHIZEE R

FrEZ BRER AT LA T

308 A Within 30 days
£90H 31 to 90 days

912 180H 91 to 180 days

181&365H 181 to 365 days

BA365H Over 365 days

During the period, the Group spent approximately HK$ 1,875,000
(1.1.2005 to 30.6.2005: HK$1,989,000) on acquisitions of
property, plant and equipment.

The amount represents unlisted debt securities in the PRC. The
effective interest rate of the investment in securities is 5.25%
per annum. The directors consider that the carrying amount of
the investments in securities approximate its fair value.

An allowance of HK$33,962,000 was made for properties held
for sale at 30th June, 2006 which was charged to the cost of
sales and services in the condensed consolidated income
statement.

A defined credit policy is maintained within the Group. The
general credit terms range from one to three months, except for
certain well-established customers, where the terms are further
extended to a maximum of one year. Each customer has a
maximum credit limit. The Group seeks to maintain strict control
over its outstanding receivables to minimise credit risk. Overdue
balances are regularly reviewed by senior management.

The aged analysis of trade receivables at the balance sheet date,
based on invoice date, net of allowances, is as follows:

ZEEXRE —TTRF
NA=+AH +=A=+—8
30th June, 31st December,
2006 2005
(REEEK) (EE=Z)
(Unaudited) (Audited)
THET FHTT
HK$'000 HK$'000

- 50,657

- 10,352

- 12,174

- 6,689

- 4,387

- 84,259
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REEH BREFEEZEABMMEZ The aged analysis of trade payables at the balance sheet date,
R DT T : based on the invoice date, is as follows:
—zeAE —gTRF
XE=+H +=A=+-8
30th June, 31st December,
2006 2005
(REEHEX) (K EHZ)
(Unaudited) (Audited)
TERT F&T
HK$'000 HK$'000
308 Within 30 days - 33,602
31£90H 31 to 90 days - 10,152
91£180H 91 to 180 days - 5,867
1812 365H 181 to 365 days - 1,251
#BiE365H Over 365 days - 1,130
- 52,002
BRHEE &8
Number of shares Amount
(REER) (REER)
(Unaudited) (Unaudited)
FHET
HK$'000
FREBEOIETZERAR Ordinary shares of HK$0.01 each
ETE Authorised:
RZZEERNF—A—HBK As at 1st January, 2006 and
—ZEERFANA=TH 30th June, 2006 30,000,000,000 300,000
BEITRER Issued and fully paid:
RZTT R F—A—H At 1st January, 2006 14,353,310,755 143,533
RZZEERFRA+T—H Placing of new shares
Fo & 3 AR (B 3E) on 11th May, 2006 (note) 2,870,000,000 28,700
RZEERNFAA=1H At 30th June, 2006 17,223,310,755 172,233

Mg RZEERNENA=+—RH AQAHE—
ERERBIV-—HEEHE KE
O3B TRNBULREERSE A
$£2,870,000,000/% % % ([BLEEIEH] ) ©
REZTHEZABREFHEDNA
83,674,000/ T B AEERKRERE R
—MBEES-

Note: On 21st April, 2006, the Company entered into a placing agreement
with a placing agent for placing an aggregate of 2,870,000,000 new
shares at HK$0.03 per share (the “Placing”) to independent investors.
The net proceeds raised by the Placing amounted to approximately
HK$83,674,000, which would be used to finance capital investments
and as general working capital.
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RAR([@EHER]) FIN ERiB# &
I AEERERLE —ERESZAARE
15,000,0007T (43 #HE R 14,075,000
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On 1st March, 2004, the Group entered into a loan agreement
with Wu Han Jingke Information Industry Co., Ltd. (“Jingke
Information”), a jointly controlled entity of the Group, pursuant
to which the Group agreed to grant a non-revolving secured
loan of up to RMB15,000,000 (equivalent to approximately
HK$14,075,000). The loan bears interest at HSBC prime rate.
The effective interest rate ranged from 5% to 7.75% in the
current year. The loan principal and interest thereof have expired
on 31st December, 2005 and will be renewable upon terms to
be agreed between the parties thereof. The loan is secured by
each of the shareholders of Jingke Information by pledging their
respective equity interests in Jingke Information to the Group.

The remuneration of key management, who are the directors,
during the period was as follows:

BEAA=tRHLAEA
For the six months
ended 30th June,

(Unaudited)

(REER)
—EEAF “TTEF
2006 2005
FER FAT
HK$°000 HK$'000
BT Short-term benefits 3,880 3,613
RIERER Post-employment benefits 24 26
3,904 3,639

RZBEERFEANH RNEE—KH
) @)Joy Value Limited £ Blseny Proﬂts
lelteduT_L— ’\TTWJ AR E
50,000,000/ st & i H 5 Foreign
Trading leltedE’JﬁiﬁT‘%ﬁi EIEE A
FRLETEEASEARRAE-

R-EERNF+A+HH AEBEET
NHEEEITI—DEERH UREA
R #10,0007T (%’ﬁﬁﬁﬁw,soo%ﬁ) -
HERBEEMERLL (X)) BRA
ANz EEERHERALET
CELERAE-

On 6th July, 2006, Joy Value Limited, an associate of the Group,
has entered into a sale and purchase agreement with Biseny
Profits Limited to dispose of its 100% interest in Foreign Trading
Limited for an aggregate consideration of HK$50,000,000. The
management expects no material gain or loss arising from the
disposal.

On 15th July, 2006, the Group has entered into a sale and
purchase agreement with® 3 4 5L & to dispose of its 100%
interest in BX[# 5 M E & 42 (L) BR 2 A for a consideration
of RMB10,000 (equivalent to HK$9,600). The management
expects no material gain or loss arising from the disposal.
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HE-ZZEXEXA=1THIEANAAR K&
B HEREXKEEBENAS411,000%
TT B EF R H 2 412,587,000 TR A 4
33.2%  AREVIIBEREEBEETNR
121,101,000 ;o - &R = F R 8 2 4
108,637,000 TCIZ MNKI11.4% ©

HE-ZEXEXA=1THILANAAR HE
REEBKBAEBRTREEBBLY
27,840,000 T (ZETAF R : AN EHE
#94,889,000/8 L) S F L¥FrHERLEHE
BHAEEEBBEFTERAEEAXEZERALR
BREEE 2 FEMEEL T #33,962,000
BT BE-HEZTENFAA=ZTHLER
MAER EBBERKEEBFRERFNEBRBYD
29,010,000 L - M X F R B8 A 4
20,640,000 JT

EIERA RRRIRFT LD EBRRER ZGFE
E51E 474,865,000 L (ZEZTRAFRE: k&
$84915,212,0008 L) - ER BEREIFEL
BRI 7 E5184974,281,0008 T M I B KL
BETE 2 BIB4584,0008 T (ZEEREFER
B B ECEEREIEY/A15,120,0008 7T &
IERFELCEE 2 EE 92,0008 T) -

HRAEEFETHHEFEEAFSHENLE
BRWE FRHEA T - 6 10 ST HE S A IR IR RL A
R ARBICAEERERBREZRANTZEREL
REANFEMEEDL T RO ZEER AR
20065F THFAKERFEMEBIEERD
g KRR

The turnover of the continuing operations of the Group for the six
months ended 30th June, 2006 amounted to approximately
HK$8,411,000, representing a decrease of approximately 33.2%
compared to approximately HK$12,587,000 recorded in the
corresponding period last year; while the turnover of the discontinuing
operations of the Group for the six months ended 30th June, 2006
amounted to approximately HK$121,101,000, representing an increase
of approximately 11.4% compared to approximately HK$108,637,000
recorded in the corresponding period last year.

For the six months ended 30th June, 2006, the continuing operations
contributed to the Group a gross loss of approximately
HK$27,840,000 (corresponding period in 2005: a gross profit of
approximately HK$4,889,000). The gross loss of continuing operations
in the first half of this year was mainly due to the provision by the
Group of allowance of approximately HK$33,962,000 for the
properties held for sale as a result of the austerity control in the
PRC. For the six months ended 30th June, 2006, the gross profit of
discontinuing operations amounted to approximately HK$29,010,000,
as compared with approximately HK$20,640,000 in the corresponding
period last year.

During the period under review, the Company’s consolidated loss
before minority interests was approximately HK$74,865,000
(corresponding period in 2005: loss of approximately HK$15,212,000),
comprising the loss attributable to the continuing operations of
approximately HK$74,281,000 and the loss attributable to the
discontinuing operations of approximately HK$584,000 (corresponding
period in 2005: loss of continuing operation of approximately
HK$15,120,000 and loss of discontinuing operations of approximately
HK$92,000).

Consequent on the change of operating strategy in respect of the
property business in the PRC by the Group, it is anticipated that the
selling and distribution expenses will be greatly reduced in the second
half of this year. Meanwhile, the Company has critically provided of
allowance for the properties held for sale in the PRC according to the
austerity control measure for the time being. It is expected that there
will be a slim chance for the Group to provide further allowance for
the properties held for sale in the second half of this year.
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AEEREEERCEXAEEEER BF
FHERIFAERR EBARNEEEXRD
BE7HE BREAAEZHSEFESK
Fo-BFATHFAESATZEI AN ZAMNHA
KM WARBE-BENL ARNEGHEES
NIBWE S AR B E S RE 2 B o

The major property projects currently invested by the Group include
Shun Jing Yuan in Beijing, a high-end residential apartment project,
and Dawning Tower in Shenzhen, a property for industrial and
commercial uses.

Located in Chaoyang District, Beijing, Shun Jing Yuan is a European-
style luxury residential apartment project with large unit design,
targeting at high-end customers. The regulating and administering
polices by the State over high-end residences have an impact on Shun
Jing Yuan project. Under these unfavourable conditions, the Group
focused on the fundamental works of the current projects and imposed
strict requirements on the particulars and improved it continuously,
pending for the reversal of market conditions. Meanwhile, the Group
also adjusted its sales agents and strategies to achieve the best
economic efficiency.

During the first half of 2006, the Group made certain adjustments
and integrations to the operation and management of Dawning
Tower in Shenzhen regarding three aspects: (1) to maximize the
potential for maintaining high occupation rate; (2) while negotiating
on new leases, to appropriately increase rental with reference to
the market rates to increase income; and (3) to reinforce internal
management, reduce the expenses from workforce and overheads,
further improve the regulation and management level as well as to
enhance the economic efficiency. Accordingly, the Group realized
approximately HK$7,655,000 of rental income and management
fee for the first half year, representing an increase of 19% over
the corresponding period of previous year.

The Group will continue to enhance the management quality of
Dawning Tower and maintain a good cooperation relationship with
customers in order to upkeep the prestigious status of Dawning Tower
among commercial buildings and to ensure a high-level rental income
from the building. It is expected that Dawning Tower’s occupation
rate will reach 100% in the second half of the year, generating a
steady rental income. The Company, however, will continue to increase
income and control expenses in anticipation of further improving the
revenue from Dawning Tower.
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RZZEERFRAZTNAA ARQRRI=ZMH2E
MEBAR REELEEEXEEERAA:
BRXEEEZE (R BRARERFIRNE
¥ ORY) BRAR (EREEA) MR EEN
HEREXERAR (EAXER) SRR
EZEpE B EFEFRAEHEILRELX
EBEBRMAERRAR Z 2R EAERE
¥ UbR)ARAB 22 AR T
KAIFRFEERAR ([HERQF]) 262.5%
Em([BEFTHE]) BREABAARY
95,000,0007T (49185 791,346,154 7T) °
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HE-_ZEXFHEA=+tH BHEEFELAE
B U B A R ¥ 28,500,000 (HHEER
27,403,846 L) + BIBREZ30%  BBE K
LB ] — 8T G TR ZES
XNTEERF HEFER-_ZZTFLA
ZHARBROIZARRBRRENRE FAAE
AAIZBREREBB AEEBVER_ZZE
ANENBT—H REREEERETOTED
&30 UL B 55 — HR 8 s (8 5k A R 538,000,000
TT (49¥8 S 36,538,461/ L) BAKEZ
40%-

REF—RENAG BERARZHEHLTER
*F R H %4108,637,0008 L  #MEH
121,101,000 70 EAHI11.4% o SF L F
%1515 18 49 /A 584,000 7T B = R HI &
18 4992,0007% 7T - E5 1B 1 H1 4V 492,000/ 7T ©

Dawning

On 29th May, 2006, China Dawning Information Industry Group
Limited, Dawning Information Industry (Shenzhen) Limited and Shenke
High-Tech Industrial (Shenzhen) Limited which are three wholly-owned
subsidiaries of the Company as transferor entered into an equity
transfer agreement with Tianjin Dawning Computer Industry Limited
as transferee, pursuant to which the transferor agreed to dispose of
their entire interests in Beijing Dawning Tianyan Information Technology
Company Limited and Dawning Information Industry (Beijing) Limited
and 62.5% interest in Beijing Dawning Novotech Co., Ltd. (the
"Disposed Companies”) (the "Disposal”) for a total consideration of
RMB95,000,000 (equivalent to approximately HK$91,346,154). The
Group's disposal of the relevant interests is in consideration of that (i)
the Company has yet to reach any agreement regarding the technical
support and the ownership for future development of new model
high-tech computers and servers with Chinese Academy of Sciences
which provided technical support to the transferor for the development
of high-tech computers and servers in the past; and (ii) the Company
also expected that substantial costs would be incurred in the future
development of the high-tech computers and server market which is
fast moving with a short product life cycle and capital intensive and
the prospect of newly developed products is not certain enough to
sustain such investment, and the Company has decided to streamline
its business and redeploy its resources in the development of new
projects with certain and better growth potential and lower risk and
to implement the Disposal accordingly. Details of the Disposal are set
out in the circular (the “Circular”) to all shareholders of the Company
dated 30th June, 2006.

As at 30th May, 2006, the Group received RMB28,500,000 (equivalent
to approximately HK$27,403,846) in respect of the Disposal,
representing 30% of the total consideration, with the remaining
balance to be paid to the transferor by the transferee under the
conditions as specified in the section headed “Conditions” in the
Circular. The Disposal was approved by our shareholders at the special
general meeting held on 26th July, 2006. On 11th August, 2006, the
Group received the second installment of the consideration of
RMB38,000,000 (equivalent to approximately HK$36,538,461),
representing 40% of the total consideration, under the terms specified
in the Equity Transfer Agreement.

From January to June of this year, the total aggregate sales of Disposed
Companies increased from approximately HK$108,637,000 of the same
period last year to approximately HK$121,101,000, representing an
increase of 11.4%. In the first half of this year, loss after taxation was
approximately HK$584,000, representing an increase of loss of
approximately HK$492,000, as compared with a loss of approximately
HK$92,000 of the same period last year.
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Jingke Information

Wu Han Jingke Information Industry Co., Ltd. (“Jingke Information”)
is mainly engaged in the manufacturing of quartz oscillators (semi-
finished products) used in the production of various electronic products,
resonators (final products), SMD and related devices. The operating
results of Jingke Information had started to improve in the second
half of last year and continued to improve in the first half of this year,
with its output and sales recorded historic highs. From January to
June 2006, the number of quartz resonators produced (with various
models) was up to approximately 13,230,000 units, the number of
quartz sold (with various models) was up to approximately 13,540,000
units. Sales revenue in the first half of the year was approximately
HK$11,160,000, representing an increase of approximately 72% over
the corresponding period of last year.

In light of the changes in market conditions, Jingke Information
adjusted its product mix in the first half of the year by endeavoring to
solicit orders of small tolerance and higher added value and outsourcing
those orders with basic requirements in order to make maximum use
of its core competences in production. The company arranged an
ISO9001 quality management system assessment in the first half of
the year on rectifying and preventive measures for continuous product
improvement, and also organized for general staff of the company to
learn how to effectively reinforce the control over various production
processes. The company puts great emphasis on the structure and
training of human resource, arranging staff training programs on
quality management to improve the quality of the staff as a whole.

The operating growth of Jingke Information is still at a lower level
while the company is still facing some difficulties in its development.
Firstly, the growth pace of its productivity of final products and semi-
finished products is constrained by the bottlenecks existed in its
manufacturing facilities; secondly, as regarding the product mix, the
productivity of finished products and SMD lines are not high enough
to bring about economy of scale and the design and production
capacity of semi-finished products are insufficient, thereby affecting
the continuity of production processes; thirdly, the cash flow in
operating activities of the company is limited by a tight working capital
position and increases in the price for equipment renovation and the
price of raw materials.
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Jingke Information (Continued)

In the second half of the year, Jingke Information will make further
efforts on optimizing its market and product positioning and
streamlining the structure of customers to maintain a sustainable
profitability of the company. Meanwhile, the company will put
emphasis persistently on internal management, continue to improve
internal adjustments, fulfill the related demands of its quality
management system, strengthen personnel training and enhance
scientific management. Currently, the sales of Jingke Information is
satisfactory. The critical factors impeding its development are the
inherent issues of equipment bottlenecks and product mix. In order to
resolve the problem of equipment renovation, Jingke Information needs
to spare its financial resources steadily for this purpose.

Yunnan Green-Land

Yunnan Green-Land Biological and Science Company Limited (“Yunnan
Green-Land”) is a company in which the Group has 20% equity
interests. It is mainly engaged in the sale, design and project
contracting of horticultural plants, and is one of the few companies
possessing class 1 qualifications in garden engineering in the PRC.
During the first half of 2006, Yunnan Green-Land undertook certain
major projects in respect of construction, acceptance inspection and
receivables collection. In the mean-time, the company adjusted its
strategies to shut down certain branches with unsatisfactory operating
results. Also, as initial public offering of shares are restarted in the
PRC’s stock markets, Yunnan Green-Land has geared up its pace to
seek a domestic listing status and now is endeavoring to submit
supplementary documents for this purpose so as to identify more
opportunities for the development of its business.

During the second half of 2006, Yunnan Green-Land will focus on
seeking for a listing status by an issuance of new shares. Since the
policies concerning new issues in the PRC change from time to time,
the pace for initial public offering of shares is unforeseeable and the
domestic stock market is not that stable, the success of the issue and
listing of new shares of Yunnan Green-Land is still a matter of
uncertainty. The Group will closely follow up the case and offer
appropriate assistance when necessary.
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In respect of financial resources management, the Group diversified
its investment portfolio to accommodate more current assets with
higher liquidity, including securities, in order to enhance the return of
current assets. Meanwhile, the Group also formulated an aggressive
and yet prudent financial resources management policy, with an aim
of continuously identifying appropriate investment objectives within a
reasonable risk level.

Currently, the Group has sufficient cash in hand and will make active
efforts to identify new investment projects. The Group has not yet
identified any particular industry as the target; however, it is making
a preliminary research on a number of industries through extensive
studies of the soundness of return on investment, management
standard and risk avoidance as its fundamental conditions for new
projects selection. Newly solicited business may be carried out steadily
by the following means: (1) undertaking projects with stable returns
in the basis industries, i.e. projects characterized by stable cash inflows
and simple management mechanisms, which may act as a mainstay of
the Company; (2) undertaking real estate projects, as the Group has
accumulated certain experience in the properties industry and may
proceed with such projects on the basis of its comprehensive analysis
of the prospects, feasibility and risk factors on various modes of
development, such as residential and commercial real estate, first hand
land development and hotel properties; and (3) to acquire equity
interests in certain companies which may be listed in one or two years
and assist them to be listed.

During the past few years, the Company has made active efforts to
reduce its operating losses by consolidating businesses with
unsatisfactory operating results, and to cut its expenditure by
streamlining the human resources structures of the Group. In parallel,
the Group has also made provisions or impairment loss for assets of
unsatisfactory quality. In view of this, the management believes that
the Company is well positioned to resume its profitability, and expects
that the operating results of the Company will be improved during
the second half of 2006, thus laying a solid foundation for turning
the operating results from loss to profit.
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The Group has abundant working capital and is financially strong.
The Group’s total cash and bank deposits were maintained at a level
of approximately HK$165,623,000 as at 30th June, 2006 (31st
December, 2005: approximately HK$122,693,000). During the period,
cash and bank deposits of approximately HK$10,240,000 was
reclassified as "assets classified as held for sale” pursuant to a very
substantial disposal (the “Disposal”) as set out in a circular to the
shareholders of the Company dated 30th June, 2006. The Group
exercised strict credit control on accounts receivable to ensure the
adequacy of the working capital. As at 30th June, 2006, the Group
had no outstanding accounts receivable (31st December, 2005:
approximately HK$84,259,000). The decrease in accounts receivable
was mainly attributable to the reclassification of an amount of
approximately HK$37,978,000 as “assets classified as held for sale”
according to the Disposal. Having accounted for the “assets classified
as held for sale” of approximately HK$183,267,000 and “liabilities
associated with assets classified as held for sale” of approximately
HK$75,208,000, the current ratio as at 30th June, 2006 was 5.03
while it stood at 3.97 for the year end of 2005. As at 30th June,
2006 and 31st December, 2005, the Group did not raise any bank
loan. As at 30th June, 2006 and 31st December, 2005, the Group’s
gearing ratio (on the basis of total borrowings divided by shareholders’
equity) was zero.

Pursuant to the Placing Agreement on 21st April, 2006, the Company
issued 2,870,000,000 new ordinary shares in aggregate with a par
value of HK$0.01 each to not less than six independent third parties
at a price of HK$0.03 per share. The net proceeds from the share
offer after deducting related expenses was approximately
HK$84,000,000. Further details of the placing of shares were set out
in the announcement dated 21st April, 2006.

Except for the below-mentioned, the Company has applied the
proceeds from the placing of new shares into intended purposes:

(i)  An amount of approximately HK$30,000,000 was intended to
be used for the business operation of the Group’s “Dawning”
branded servers. The HK$30,000,000, remaining unused, has
been reserved for other investment purposes due to the fact
that the shareholders of the Company passed a resolution and
approved the Disposal at a special general meeting held on
26th July, 2006; and

(i) An amount of approximately HK$10,000,000 was intended to
be used to finance the capital investment in the production
facilities and equipment of Jingke Information. Such amount,
remaining unused, has been reserved for the intended purpose.
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As at 30th June, 2006, the Group had no pledge of assets and bank
deposits for the purpose of obtaining general banking facilities or
short term bank borrowings.

The Group had about 700 employees, including managerial, executive
and technical staff and production labours in China and Hong Kong
as at 30th June, 2006 (31st December, 2005: about 700). The level of
remuneration, promotion and the magnitude of remuneration
adjustment are determined according to their job duties, working
performance and professional experience. All staff and executive
directors in Hong Kong office have participated in the mandatory
provident fund scheme. Other employees’ benefits include the granting
of share options by the Board of the Group.

All income and funds applied to the purchases of raw materials, spare
parts and equipment and the payments of salaries were dominated in
Hong Kong dollars and Renminbi; therefore, it was not necessary to
use any financial instruments for hedging purpose, and the Group’s
exposure to the fluctuation of exchange rates was minimal. During
the period under review, the Group has not engaged in any hedging
activity. As at 30th June, 2006, cash in hand and bank balances of
the Group were mainly denominated in Hong Kong dollars, US dollars
and Renminbi.

On 29th May, 2006, three wholly-owned subsidiaries of the Group (as
transferor) and Tianjin Dawning Computer Industry Company Limited
(as transferee) entered into an equity transfer agreement, in which,
the transferor agreed to dispose of the entire interests in Beijing
Dawning Tianyan Information Technology Company Limited and
Dawning Information Industry (Beijing) Limited and 62.5% interest in
Beijing Dawning Novotech Co., Ltd. to the transferee at a total
consideration of RMB95,000,000 (equivalent to approximately
HK$91,346,154). Further details of the very substantial disposal were
set out in the circular to the shareholders of the Company dated 30th
June, 2006.

Save as disclosed above, the Group had not participated in any
substantial acquisition and disposal during the period under review.

As at 26th January, 2005, the Company provided a guarantee to a
bank in the PRC to secure a loan facility of RMB8,000,000 (equivalent
to approximately HK$7,547,000) granted by the bank to a jointly
controlled entity of the Group (31st December, 2005: RMB8,000,000
(equivalent to approximately HK$7,547,000)). The bank facility was
fully repaid on 25th January, 2006 by the jointly controlled entity.
Save as disclosed above, the Group had no other material contingent
liability as at the balance sheet date.
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Save as disclosed in the sections “Share Options” and “Substantial
Shareholders” below, as at 30th June, 2006, none of the directors or
chief executives of the Company or any of their associates had 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 Securities and Futures Ordinance (the
“SFO")) as recorded in the register maintained by the Company
pursuant to 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 Companies.
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Pursuant to an ordinary resolution passed at the annual general
meeting of the Company held on 30th May, 2002, a new share option
scheme (the “New Scheme”) was adopted by the Company. The New
Scheme replaced the share option scheme adopted on 17th November,
2000 (the "Old Scheme”). Since the adoption of the New Scheme, no
further options can be granted under the Old Scheme.

Details of movements in the Company’s outstanding share options
during the six months ended 30th June, 2006 are set out below:

Estal Old Scheme
BREHA
Number of share options
RZZEAE RZBEAE
484 -B-H ABZTH ERE RERE
fHERAR i SIS Baki EARE BriR Badd HAGE RUBREAY BREGCEHE R fERA
As at the
Outstanding Outstanding Exercise exercise
as at Granted Exercised Lapsed Cancelled asat  Date of price date
Name or category 1st January, during during during during 30th June,  grant of Exercise period of of share  of share
of participants Notes 2006 the period the period the period the period 2006  share options*  share options options **  options
BT
HKS
gz
Directors
RELE 30,000,000 - - - - 30,000,000 -—ZE-% ZEE-EZAZ+-B 01945 TER
Mr. Chen Chao =ZAnA E2E-%f
T-ATAR
9.3.2001 21.3.2001 N/A
t0 16.11.2010
BEALE (3 30,000,000 - - 30,000,000 - - ZBE-f CER-ESACE-B 0195 TER
Mr. Gong Hanbing ZANA EIE-%E
T=AtRE
9.3.2001 21.3.2001 N/A
t0 16.11.2010
2,580,000 - - 2,580,000 - - ZE%-f  ZEZT2E-R-H 0.1945 TR
tAZ+tZH EZFE5F
TZAZ+-H
23.7.2001 1.1.2002 N/A
to 31.12.2006
2,580,000 - - 2,580,000 - - %%  CERCELA-A 0.1945 TR
tAZTZE EZETtE
~AZTH
23.7.2001 1.7.2002 N/A
t0 30.6.2007
THELE (b) 900,000 - - - - %0000 —AALE  -AALFEATER 03800 AER
Mr. Lee Kuo Ching, tAtH E_RRE
Stewart tA+mA
7.7.1997 15.7.1997 N/A
to 14.7.2007
66,060,000 - - 35,160,000 - 30,900,000
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BREYE
Number of share options
RZERAE RZFBXE
28% -f-H ABZtA BRE RERE
#ERAR i3 HAGE BhRE Brik BREX BRiE# HAGE RUBRERE BRECEHE & ffEH
As at the
Outstanding Outstanding Exercise exercise
as at Granted Exercised Lapsed Cancelled asat  Date of price date
Name or category 1st January, during during during during 30th June,  grant of Exercise period of of share  of share
of participants Notes 2006 the period the period the period the period 2006  share options*  share options options **  options
B
HKS
HtbEE
Other employees
At 9,000,000 - - - - 9000000 -%%Z-% I = 0.1945 TR
In aggregate ZANA E_T-TF
+-AtxA
9.3.2001 20.3.2001 N/A
to 16.11.2010
60,000,000 - - - - 60000000 -ET-£ “EE2-F-A-f-H 01945  FER
=AnA E-Z-%
T-RATiH
9.3.2001 21.3.2001 N/A
t0 16.11.2010
1,500,000 - - - - 1500000 —EE-%£ ZET-EZAZTZH 01945 TER
ZANA E_T-TF
t-A+xA
9.3.2001 22.3.2001 N/A
t0 16.11.2010
25,000,000 - - - - 2500000 —ET-F -“BE-£/\A-H 01945  T@E
tAZt=R E-%%5%
+tB-tiH
23.7.2001 2.8.2001 N/A
t0 26.7.2006
48,862,800 - - - - 48862800 —ZI-% ZEE-ENATRA 0.1945 TER
tAZT=R EZEERENANA
23.7.2001 15.8.2001 N/A
t0 8.8.2006
27,020,150 - - 506,850 - 26513300 —%%Z-% ZTT2E-F-4 0.1945 TER
tAZtZH 2IZEER
TZE=t-H
23.7.2001 1.1.2002 N/A
to 31.12.2006
27,020,150 - - 506,850 - 26513300 —EE-& ZE3CE+A-A 0.1945 TiER
tAZt=R E-%%t%
~AZTR
23.7.2001 1.7.2002 N/A
t0 30.6.2007
750,000 - - - - 750000 —EFE-F  “FF-£-5-0 01945  AER
NAT=H TEX
13.8.2001 N/A
to 31.12.2006
750,000 - - - - 750000 —ET-F  —BR_fLA-H 01945  T@E
NA+=R  2-%%t%
~AZTR
13.8.2001 1.7.2002 N/A
t0 30.6.2007
199,903,100 - - 1,013,700 - 198,889,400
265,963,100 - - 36,173,700 - 229,789,400
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New Scheme

BREHE
Number of share options
RZEEAE RZBEAE
-A-H ARZtA RERE
Wiz HATE BhEH BRik BN Bhis HATE RHERERE BREGEHE BRETEE fKER
As at the
Outstanding Outstanding Exercise exercise
as at Granted Exercised Lapsed Cancelled asat  Date of price date
1st January, during during during during 30th June,  grant of Exercise period of of share  of share
Notes 2006 the period the period the period the period 2006  share options  share options options options
AL
HKS
20,000,000 - - - - 20000000 -—ZZ=% g 3 S 0.0754 TER
TATEE  +-AZTAH
it 1Y
t-F-1/B
14.10.2003 28.11.2003 N/A
t0 26.11.2008
20,000,000 - - - - 20,000,000
Notes:
BEREENR_TSTNF=ZA=TH# (@ Mr. Gong Hanbing resigned as director and president of the Company
ERDBEZTREH 2B BREER = on 30th March, 2006. His share options were lapsed on 30th June,
EERERNA=ZTRER 2006.
RZZEZERF-A—ACBT2ERE (b)  The options outstanding at 1st January, 2006 granted to Mr. Lee Kuo
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#o

B EXTBERCHE | —EIPTIREE & S R A3k

HALAAIBfT
EARRAE

REARFAES BEMTHE
ERTETHRAEBAHEBEARR

EESROEYES PAGET AL S 2

* %

Ching, Stewart were in accordance with the general mandate granted
by the shareholders to the directors at the annual general meeting of
the Company held on 10th June, 1997.

The vesting period of the share options is from the date of the grant
until the commencement of the exercise period.

The exercise price of the share options is subject to adjustment in the
case of rights or bonus issues, or other similar changes in the
Company’s share capital.

Save as disclosed in the section “Share Options” above, at no time
during the year was the Company or any of its subsidiaries, a party to
any arrangement to enable the Company’s directors or chief executives

to acquire
debentures

benefits by means of the acquisition of shares in or
of the Company or any other body corporate.
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As at 30th June, 2006, the register of substantial shareholders
maintained by the Company pursuant to Section 336 of the SFO
shows that other than the interests disclosed above in respect of
certain directors and employees, the following shareholders had
notified the Company of relevant interests in the issued share capital

of the Company:

RO EE HERTRA
HEES HEER
Number of issued shares held
Direct Indirect
BRREH Name of shareholders interest interest

Thing On Group Limited

FHAESRE

RN EEE QA
(DRYIEE])

Ultrarich International Limited
(ruil)

FINBI R AR B R A A
(DRYIERE )

New Vision Limited ( [NVL])

Great Mind Holdings Group
Limited ([GML])

("uUIL")

Ff a2

(1) Thing On Group Limitedz & #F & % 17 & X i
FTHEAELEERBES - E Ut Thing On Group
Limited & EHA{E % £ WIR AR AR AR AP %
BR—fEam-

(2)  GML #£1,279,090,2608% & 2 B f& 19 B4 2 #E 25
TN FNVL ° NVLFE1,279,090,2608% 7K 2 B A {5
Bl 2 2 T8 RORYIBRS - UL R IR E - R
[ESp Ul
(@) GMLANVLZ Z2EHBARR:
(b)  NVLAFINBIERZZ2EWMBE AT

(c) UILATTERINBIRR 2 IR A g LR 6l =5
—REZREE R

(d)  ULBRYHREZZAHBAR-
BREXHBREREN RZFTAFA=T

B AREHEENENARE RO RAEBR
MZEMARERIKR -

Thing On Group Limited

Mr. Wong Chung Tak

Shenzhen Investment Holding
Corporation (“SIHC")

Ultrarich International Limited

3,012,831,792

3,012,831,792
320,335,712  1,279,090,260

- 1,279,090,260

Shenzhen International Holdings
Limited (“SIHL") -

New Vision Limited (“NVL") -

Great Mind Holdings Group
Limited (“GML")

1,279,090,260
1,279,090,260

1,279,090,260 -

Notes:

BEEDL
Percentage
in total
number of
issued shares

17.49%
17.49%

9.28%

7.42%

7.42%
7.42%

7.42%

(1) The entire issued share capital of Thing On Group Limited is beneficially
owned by Mr. Wong Chung Tak. Both Thing On Group Limited and Mr.
Wong Chung Tak are therefore deemed to have the duplicate interests in the

share capital of the Company.

(2) The interests of GML in the 1,279,090,260 shares of the Company is attributed
to NVL. The interests of NVL in the 1,279,090,260 shares of the Company is

also attributed to SIHL, UIL and SIHC on the bases that:

(a) GML is a wholly-owned subsidiary of NVL;

(b) NVL is a wholly-owned subsidiary of SIHL;

(c) UIL controls more than one-third of the voting power at SIHL's general

meetings; and

(d) UIL is a wholly-owned subsidiary of SIHC.

Save as disclosed above, the Company has not been notified of any
other relevant interests or short positions in the shares and underlying

shares of the Company as at 30th June, 2006.
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HEZZTFA=THLEABARN %
RE ARB—EETHM ETRAKM S+
PFrElc REERERTR ([FRI)) - 1R
BE<r Rl 2 ST AME XA AN BN EZ RS ES
ZHTE -

REBEFRZFRMGXALT  ERTEFHNE
TREREEN YAXRIEE-

ARRRAZFNTEE 2 EERBHEAE
9 110 78 42 15 B 7 B 0 57 B AL 1B 38
TR FAADAEE (RERTRIN
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The Board does not recommend the payment of interim dividend for
the six months ended 30th June, 2006 (six months ended 30th June,
2005: nil).

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

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) as set out in Appendix
10 to the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) as its own
code of conduct regarding securities transactions by the directors of
the Company. Having made specific enquiries of all directors of the
Company, it is confirmed that all directors have complied with the
required standards as set out in the Model Code during the six months
ended 30th June, 2006.

The Directors are of the opinion that the Company has complied with
the Code on Corporate Governance Practices (the “Code”) as set out
in Appendix 14 of the Listing Rules throughout the six months ended
30th June, 2006, with deviations from the Code Provision A.4.1 of
the Code in respect of the service term of directors.

Under the code provision A.4.1 of the Code, non-executive directors
should be appointed for a specific term and subject to re-election.

None of the existing non-executive Directors of the Company is
appointed for a specific term. This constitutes a deviation from code
provision A.4.1 of the Code. However, all Directors of the Company
(executive and non-executive) are subject to the retirement provisions
under Bye-law 87 of the Bye-laws of the Company. As such, the
Company considers that sufficient measures have been taken to ensure
that the Company’s corporate governance practices are no less exacting
than those in the Code.
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The Audit Committee of the Company comprises three independent
non-executive directors, including Mr. Liu Sing Piu, Chris, Mr. Lee Kuo
Ching, Stewart and Miss Chong Kally. The principal duties of the
Audit Committee include the review of the Company’s financial
reporting procedure, internal controls and results of the Group. The
unaudited condensed consolidated interim financial statements have
been reviewed by the Audit Committee and Deloitte Touche Tohmatsu,
the external auditors of the Company.

By order of the Board
Wong Chung Tak
Chairman

Hong Kong, 11th September, 2006
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