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We are innovators, endlessly
striving for quality.

Being a pioneer in the financial
services sector, we are
constantly on the look out for
breakthroughs.

In 2005, this spirit moved us to
unveil a bold
new corporate signature.

Two hands come together to receive
an ancient Chinese coin.
This symbolises how, with diligence
and prudence,
we bring people and organisations
closer to opportunity.

We create wealth for our clients
through an unwavering
focus on their needs.

Being close to you is the Taifook way.

BIEAIHT - RIEDR MBS
EERBOD S -
EASRERES  KABEEXEME
BN R B R -

20054F @ WAHEL T 2B EEZF

GRS SRy R R
ZHEEEMFEER -

AREEFEEGFHNEXRHEET
WE-—MEBY BN EE -
TRREMAERRRHE
REFPEESANKRAERSE

B EBUEARKEEPNGE

R fIaER & -

AEERFECESRIVER £
EFERRKY -

Contents

B &%

2 Corporate Information

4 Financial Highlights

2 REIEH
4 B E

5 Management Discussion and Analysis 7 ERERMRSN
9 Financial Review 13 BF 5[0 &
17 Condensed Consolidated Income 17 BALZAE W ER

Statement

18 Condensed Consolidated Balance Sheet 18 FHHGAEEBER

20 Condensed Consolidated Statement 20 HASGAEBRAEREHK

of Changes in Equity

21 Condensed Consolidated Cash Flow 21 G RERER
Statement

22 Notes to the Condensed Financial 22 fEEA B 7% R B S
Statements

45 Independent Auditors’ Review Report 46 B X H A ER RS E

47 Additional Information

Financial Calendar Bi#% B &

47 HiER

14 September 2006
—ETAFAA+MA
13 October 2006 by 4:00 p.m.

—EEXRF+A+T=ZB THF IR
16 to 20 October 2006

Announcement of interim results (unaudited)

NP EHESE REER)

Latest date for registration for entitlement to
interim dividend

BREATHEE

Book close dates

TEmERRELTFEZLRY

Record date for interim dividend

hEIR S 2 R H

Despatch of interim dividend warrants

IREPHREE

ZEREHAH



Corporate Information

RNEEH

Taifook Securities Group Limited X @& 5 &£ B AR A 7

N

Interim Report & & R 4 2006

General Information —REHR

Executive Directors HITES

CHENG Kar Shun, Henry Chairman B A B
LO Lin Shing, Simon Deputy Chairman B E I BlFE
DOO Wai Hoi, William Deputy Chairman HEIE Bl EE
WONG Shiu Hoi, Peter Managing Director =AHA EFREE
LEE Yiu Wing, William =

CHAN Chi On, Derek R &%

Non-executive Directors FHTES

WONG Kwok Kin, Andrew = H e

LAM Wai Hon, Patrick WIE B

CHEUNG Wing Yui, Edward oK oK 8%

HO Hau Chong, Norman fa] E 8%

TO Hin Tsun, Gerald HEE®

Independent Non-executive Directors BIUHITES

MAN Mo Leung XER

TSUI Hing Chuen, William B"ES

WEI Chi Kuan, Kenny BEE

Adviser to the Board EESEH

LUO Gang 78

Company Secretary
LI Tung Wing, Mike

Qualified Accountant
LO Wai Ho, Kendy

Internal Auditor
LAU Chi Keung, Sammy

Auditors
Ernst & Young

Place of Incorporation
Incorporated in Bermuda with limited liability

Registered Office

Clarendon House

Church Street, Hamilton HM 11
Bermuda

Principal Place of Business
25th Floor, New World Tower
16-18 Queen's Road Central

Hong Kong

Web Site Address

Homepage: http://www.taifook.com

e-wealth club: http://www.e-wealthclub.com
Taifook Lexton: http://www.taifooklexton.com

REARE

BERERE

EEE

AL T
Bl

7% 401
2K EET AN F TS PR

8 B 3L it B
RABREETMRIABERRA

EMMEE

Clarendon House

Church Street, Hamilton HM 11
Bermuda

FTEZEMI
BB
ERREH16— 185
it K E 2512

E=R:F R h

FHE : http://www.taifook.com
BlE & : http://www.e-wealthclub.com
KBEHTIE © http://www.taifooklexton.com



Corporate Information

DBEEHR

Principal Share Registrars and Transfer Office

The Bank of Bermuda Limited
6 Front Street, Hamilton HM 11
Bermuda

Hong Kong Branch Share Registrars and Transfer Office

Tricor Investor Services Limited
26th Floor, Tesbury Centre

28 Queen's Road East, Wanchai
Hong Kong

Board Committees

Audit Committee

MAN Mo Leung

TSUI Hing Chuen, William
WEI Chi Kuan, Kenny
CHEUNG Wing Yui, Edward
HO Hau Chong, Norman

Business Review Committee
WONG Shiu Hoi, Peter

LEE Yiu Wing, William

WONG Kwok Kin, Andrew

LAM Wai Hon, Patrick

Credit Committee

LO Lin Shing, Simon
WONG Shiu Hoi, Peter
LEE Yiu Wing, William
WONG Yat Hang, Peter
HUI Yee, Wilson

WU Kwok Leung, Edmond

CHANG Chow Kam Wen, Margaret

LO Wai Ho, Kendy

Executive Committee
WONG Shiu Hoi, Peter
LEE Yiu Wing, William
CHAN Chi On, Derek
WONG Yat Hang, Peter
HUI Yee, Wilson

WU Kwok Leung, Edmond
YING Tak Sun, Nelson

LO Wai Ho, Kendy

Remuneration Committee
TSUI Hing Chuen, William
MAN Mo Leung

WEI Chi Kuan, Kenny
WONG Kwok Kin, Andrew
LAM Wai Hon, Patrick

TEROVBFELE

The Bank of Bermuda Limited
6 Front Street, Hamilton HM 11
Bermuda

EERODBFEREDE
EEREFELARIA
=)

BT 2 /mAE R 285
TEEER 02612

ExgZ8g

EREES
XER
RER
REE
o oK 87
fe] |2 4%

EBOEZES
HEE
MIEH

FEZEE
BEW
TR
BR1T

A&

BB R
RAHE

BB

BTEESE
Rl
BRE %
BRTT

A fE

BB R
=

E &

¥YMEES
HRE2
XER
REE
EEE

s

FEBEHRDA

=
&

Taifook Securities Group Limited X &

w

Interim Report Ff Hi¥R & 2006



Taifook Securities Group Limited K& & 5 £ B E R A A

N

Interim Report #f #i ¥R & 2006

Financial Highlights
MBHEE

For the six months ended

HEUTARHILEAEA
30 June 30 June Percentage change
2006 2005 Increase/(Decrease)
ZEERE —TTRF BHEIL
~NA=tH ~NAZtH #Bm,/ (Ro)
For the six months ended BZ-2BAEAR=1R/
30 June 2006/30 June 2005 “EERFEARAZTALAER
Revenue (HK$'000) WA (F&T) 340,519 182,644 86
Net Profit (HK$'000) wR (F&T) 82,312 30,293 172
Per share R
Basic Earnings Per Share (HK Cents) &RREARZF (Eil) 14.26 5.18 175
Diluted Earnings Per Share (HK Cents) &R #ERT (&) 14.24 5.18 175
Dividend Per Share (HK Cents) BRRS (&L 7 2 250
NAV Per Share (HK$) BREESE(BL) 1.86 1.70 9
Share Price (B
— High (HK$) — & (Bx1) 2.00 1.30 54
— Low (HK$) — & (Bx1) 0.91 0.98 (7)
At the six months end EXREAL
Shareholders’ Funds (HK$'000) BRRES (F&7T) 1,077,872 993,335 9
Total Assets (HK$'000) BEE (T51) 3,725,933 2,962,975 26
Number of Shares in Issue BETRHEE 578,669,699 583,773,699 (1)
Financial ratios ML=
Gearing Ratio BAREEE
— Borrowing to Total Assets — EEHGRE 0.17 0.13 31
— Borrowing to NAV — BERBEFE 0.58 0.40 45
Return on Total Assets (%) BEELER (%) 2.21 1.02 117
Return on Shareholders’ Fund (%) BEELER (%) 7.64 3.05 150



Management Discussion and Analysis

Results and Overview

The Group achieved a substantial improvement in its
profitability during the first half of 2006. During the
period, the Group's attributable net profit rose 172% to
HK$82.3 million from HK$30.3 million as reported for
the corresponding period in 2005. Earnings per share
increased in tandem to HK14.3 cents. In view of the
satisfactory results, the Board has recommended an
interim dividend of HK7 cents per share, representing
an increase of 250% from the last corresponding
period.

The strong earnings growth was propelled by an 86%
increase in revenue to HK$340.5 million, thanks to the
sharp increases in brokerage commission income,
trading income and interest income from margin
financing and treasury operation. Despite the increases
in staff expenses, our other operating expenses were
held steady, so the increased revenues largely flowed
through to the bottom line. As a result, our pre-tax
margin expanded to 28% from 19% a year ago. Finally,
shareholders’ wealth has been enhanced as
shareholders’ funds grew 7% since the beginning of
the period to HK$1,077.9 million, representing HK$1.86

per share.

The two major factors contributing to our satisfactory
performance were a favorable external investment
environment and a fruitful reward from our internal
business strategy. For the first half of this year, activity
in the local stock market soared with a 93% increase in
average daily turnover to HK$32.6 billion. Activity in the
derivatives market was also robust. The stock market
helped raise HK$195.6 billion of funds for the local
listed companies. Total market capitalisation also
exceeded HK$10,000 billion at some point during the
period. The first six months saw a market uptrend in
general despite the sharp volatility in May and a
significant correction thereafter.

In the past several years, we have been focusing on
expanding our product distribution capability and
channels. Our products now encompass a wide range
of investment and trading instruments in the equity,

derivatives, foreign exchange, bullion and other

commodities markets. Our online platform has
significantly expanded our customer reach and
execution efficiency. Our professionalism and customer
satisfaction are well recognised, keeping our status as
a prestigious local financial services provider. Receiving
the most public awards among our peers in the past
several years, our Group was again voted the Best
Equity House in Hong Kong by FinanceAsia and the

Best Brokerage Company by Capital magazine in 2006.

Business Review

Agency Broking

Revenue from Broking jumped 62% to HK$167.2
million and its contribution to operating profit surged
184% to HK$44.6 million. The impressive results were
achieved on the ground of both brisk activities across
the financial markets and our successful diversification
in these marketplaces. Our agency business in
derivatives products was particularly vibrant. Although
the revenue growth was largely driven by securities
and futures trading, we witnessed a healthy growth in
income from bullion and forex trading during the period.
Our client base has expanded significantly by
geographical region and by type. Online trading
facilities are now available for virtually all of our
financial products, supplementary to our expanding
sales force. During the period, we operated 11
branches in Hong Kong and Macau, in addition to our
central office that serves as the hub for all trading
activities.

Corporate Finance

The division's contributions declined slightly during the
period as fund-raising activities were dominated by the
sizeable IPOs. Revenue and operating profit dipped
10% and 9% to HK$36.8 million and HK$11.5 million,
respectively. However, we remained busy in corporate
advisory and in preparation for our sponsored IPOs that
will be launched in the latter half of 2006 or early 2007.
During the period, the division provided sponsorship
and/or underwriting services for 25 new listings and
other fund-raising transactions and completed 24
corporate advisory assignments.
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Management Discussion and Analysis

Margin and Other Financing

Coupled with higher interest rates, the stronger
demand for margin financing and a growing pool of
customer account balances and margin funds
underpinned a 164% rise in revenue. Despite the
corresponding increase in interest costs, operating
profit from the division increased 164% to HK$38.7
million. Advances to customers grew rapidly by 30%
from the end of 2005 to a balance of HK$1.2 billion as
at the end of June 2006, or a year-on-year growth of
24%, far exceeding the overall loan growth in the local
banking industry in the same periods. Loan quality is
healthy as no significant provisions were required.

Other Investment Services and Activities

Positive trading results from the securities, bullion and
foreign exchange markets contributed materially to the
Group's profit growth. Trading and other investment
activities generated a profit of HK$8.2 million, reversing
from a loss of HK$2.4 million for the last corresponding
period. Taking advantage of market opportunities, our
trading activities were able to generate decent returns
on a manageable risk profile. Our equity investments,
which had a total market value of HK$170.3 million as
at the end of June 2006, were kept at around 16% of
Other
management, wealth management and various account

net assets. businesses including asset
services also contributed positively to our earnings

during the period.
Prospects

Interest rate outlook will hopefully become clearer after
the US Federal Reserve decided to keep its target
short-term interest rates unchanged in August, halting
its successive rate hikes for over two years. Barring an
economic recession in the US and escalating inflation,
or the so-called stagflation phenomenon, the global
economic outlook is on balance positive. A moderate
adjustment for China's overheated economy is
desirable in order to ensure the sustainability of its
economic development. We perceive the central
government’'s austerity measures to offer good
investment opportunities in quality China stocks. Hong
Kong's economic prospects are also positive in view of

the return of both investment and consumer

confidence. All the above should set a good backdrop
for the local financial markets near term.

There is no doubt that we have positioned well in a
changing financial world, after strengthening our
presence in different market segments. Geographically,
we will continue to explore opportunities in the Chinese
mainland where the demand for quality financial
services and corporate activity will remain brisk in the
foreseeable future. Our strategic presence is now
across the mainland, with established offices in major
cities including Beijing, Chengdu, Guangzhou, Shanghai
and Shenzhen. Our first direct business on the
mainland will be in its domestic futures market, which
is in the process of opening up. This should also serve
as an important platform for extending our business on
the mainland.

The Group’s management and staff have at all times
endeavoured to attain better results despite the
increasing challenges in the highly competitive
securities industry. We are confident in the Group's
results for the second half of this year having seen the
upward reversal in the local stock market and the intake
of more valuable customers recently. The major risk to
the Group's performance remains changing market
conditions, which are predominately beyond our
control. The hard work and dedication of our
management and staff are indispensable for any
outstanding performance of the Group. Their efforts as
demonstrated in the period under review are highly

appreciated.

By order of the Board

Wong Shiu Hoi, Peter
Managing Director

Hong Kong, 14 September 2006
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Financial Review

Financial Performance
Revenue
Revenue (also turnover) of the Group for the six months ended 30 June 2006 was HK$340.5 million (2005:

HK$182.6 million). A summary of the revenue from different operations of the Group is set out below:

For the six months ended 30 June

2006 2005
HK$°000 % HK$'000 %
Securities dealing and broking 114,594 33.7 67,438 36.9
Futures dealing and broking 48,901 14.4 35,076 19.2
Interest income 78,880 23.2 29,151 16.0
Corporate finance and advisory 36,841 10.8 41,086 22.5
Bullion contracts dealing and broking 3,153 0.9 336 0.2
Income earned from the provision of nominee
and custodian services 5,674 1.6 4,117 2.2
Fund management 1,417 0.4 — 0.0
Income from proprietary trading 24,427 7.2 3,106 1.7
Income from leveraged foreign exchange trading 8,818 2.6 696 0.4
Commission income from the provision of
financial planning services 17,814 5.2 1,638 0.9
340,519 100.0 182,644 100.0

Operating Expenses
Total Operating Expenses for the six months ended 30 June 2006 was HK$274.2 million (2005: HK$153.5
million). An analysis of these expenses is as follows:

For the six months ended 30 June

2006 2005
HK$’000 % HK$'000 %
Salaries and allowances, bonuses and pension
scheme contributions 82,388 30.0 57,886 37.7
Commission to account executives 56,869 20.7 20,773 18.2
Other commission expenses and exchange fees 9,985 3.6 9,089 5.9
Impairment of loans to margin clients 2,110 0.8 5,138 3.3
Interest expenses for securities broking and
margin financing operations 57,414 21.0 5),61818) 3.7
Depreciation 10,006 3.7 9,002 5.9
Other expenses 55,448 20.2 46,057 30.0

274,220 100.0 163,544 100.0
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Financial Review

Salaries and allowances increased by 42% during the
period, mainly attributable to payment of performance-
based bonuses, equity-settled share option granted as
well as increase in number of staff to support the
business expansion of the Group.

Commission to account executives increased
significantly during the period, mainly due to the

upsurge in business turnover.

Interest expenses for securities broking and margin
financing operations increased due to rising interest
rates, increase in IPO financing activities and increase
in bank borrowings, which are mainly used for
financing.

Depreciation increased by 11%. The higher
depreciation charge was due to capitalisation of the
development cost of the new front and back office

system.

Other expenses rose 20% due to various reasons.
Rental expenses increased due to additional office
space leased to cope with business expansion. The
other incidental costs such as electricity, equipment
rental, telephone also increased in line with the
expansion. Moreover, there was increase in subsidies
on real-time quote charges to clients with high trading
volume.

Net Profit Attributable to Shareholders

Net Profit attributable to shareholders for the six
months ended 30 June 2006 was HK$82.3 million, as
compared to HK$30.3 million for the same period last
fiscal year.

Treasury Policies

The Group generally finances its operations with
internally generated cash flow, bank borrowings and
unsecured term loans from independent third parties.
Majority of the Group’s banking facilities are renewable
on a yearly basis and are subject to floating interest
rates. On 29 June 2006, the Group signed an
agreement with a group of 19 international and local
banks in connection with a 5-year, HK$500 Million
Revolving Credit Facility (the “Facility”). The purpose of

the Facility is to provide the Group with financial
flexibility to fund
investment

its fast growing brokerage,

banking and asset management

businesses.

It is the policy of the Group to maintain adequate
liquidity at all times to meet its obligations and
commitments as and when they fall due. The Group's
financial risk management strategies include obtaining
substantial long term and other standby banking
facilities, diversifying the funding sources, spacing out
the maturity dates to reduce interest volatility exposure
and reviewing capital adequacy ratio from time to time.

The Group’s principal operations are transacted and
recorded in Hong Kong dollars and the level of foreign
currency exposure on non-Hong Kong dollar assets and
liabilities is relatively immaterial as compared with its
total asset value or outstanding liabilities. Hence, the
Group considers that it has no significant exposure to
foreign exchange fluctuations.

Liquidity and Financial Resources

The financial position of the Group remained sound and
healthy during the review period. As at 30 June 2006,
the Group’s cash balance totalled HK$334.7 million,
compared with HK$270.9 million at the beginning of
the period. Cash held on behalf of customers stood at
HK$1,417.9 million, compared with HK$1,401.4 million
as at 31 December 2005. The current ratio of the Group
was healthy at 1.35 times.

As at 30 June 2006, the Group's gearing ratio,
measured on the basis of total borrowings as a
percentage of total shareholders’ equity, was 58%, up
from 44% as at 31 December 2005. Higher gearing
resulted from increase in borrowings, which are mainly
used to finance the increased margin loans. All
borrowings are of short-term maturities at floating
interest rates. Bank and other borrowings totalled
HK$621.5 million (31 December 2005: HK$444.4
million), against total margin loans of HK$1,170.8
million (31 December 2005: HK$897.6 million). The
ratio of interest income to interest expense was 1.92
times, compared with 3.11 times for the year ended 31
December 2005. The decline was mainly due to



Financial Review

increase in interest rates and bank borrowings to
finance the margin loans.

Our operating cash flow remains adequate for financing
our recurrent working capital requirements. Besides,
the Group has unutilised banking facilities of HK$1.38
billion, while our capital commitments are minimal. The
Group’s assets and liabilities are substantially
denominated in Hong Kong dollars, so our foreign
exchange exposure is immaterial. Except for the
guarantees provided to the banks for securing normal
banking facilities for our subsidiaries, the Company has

no other significant contingent liabilities.
Capital Structure
During the period, the Company made share
repurchases of a total of 1,270,000 shares of the
Company on The Stock Exchange of Hong Kong
Limited to enhance the net asset value of the
Company. As at 30 June 2006, the total issued share

capital of the Company stood at HK$57.9 million,
comprising 578,669,699 shares of HK$0.10 each.

Material Acquisition and Disposal of
Subsidiaries and Associated Companies

On 24 January 2006, the Group completed the
acquisition of 60% of the issued share capital in each
of Lexton Limited (renamed as Taifook Lexton Wealth
Management Limited on 4 February 2006) and Lexton
Pacific Consultants Limited (renamed as Taifook Lexton
Consultants Limited on 4 February 2006) at an
aggregate consideration of HK$3.6 million.

Taifook Lexton Wealth Management Limited is a limited
liability company incorporated in Hong Kong, which,
together with its subsidiary, is engaged in the provision
of (i) financial planning services assisting clients to select
and arrange for insurance and financial products from
insurance companies; and (ii) financial and insurance
products brokerage in Hong Kong. It is also a member of
The Hong Kong Confederation of Insurance Brokers.

Taifook Lexton Consultants Limited, a limited liability
company incorporated in Hong Kong, is mainly engaged
in the provision of financial advisory services in Hong

Kong assisting clients to select funds. It is also a
corporation licensed to carry on type 4 (advising on
securities) and type 9 (asset management) regulated
activities under the Securities and Futures Ordinance
(Chapter 571 of the Laws of Hong Kong).

Employees

The Group's total staff costs for the six months ended
30 June 2006, which excluded commissions paid to
commission-based staff, amounted to HK$82.4 million,
representing a rise of 42% from HK$57.9 million for
last reference period. This is mainly due to payment of
performance-based bonuses and increase in number of
staff to support the business expansion of the Group.
As at 30 June 2006, the Group employed a total of 697
(December 2005: 648) permanent staff of which 185
(December 2005: 193) were commission-based staff.

Risk Management

The Group also adopts very stringent risk management
policies and monitoring systems to contain exposure
associated with credit, liquidity, market and IT systems
in all its major operations.

Credit Risk

The Credit Committee has appointed a group of
authorised persons who are charged with the
responsibility of approving credit limit of each
customer. The Committee is responsible for approval of
stock acceptable for margin lending at a specified ratio.
The approved stock list is updated bimonthly, and will
be revised as and when deemed necessary by the
Committee. The Committee will prescribe from time to
time lending limits on individual stocks or on any
individual customer and his/her associates.

The Credit Control Department is responsible for
making margin calls to customers whose trades exceed
their respective limits. Any such excess is required to
be made good within 2 days for securities and the next
day for futures of the deficiency report. The deficiency
report will be monitored daily by the Group’s finance
director and responsible officers. Failure to meet
margin calls will result in the liquidation of the
customer’s positions.
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Financial Review

Liquidity Risk

The Group’s operating units are subject to various
statutory liquidity requirements as prescribed by the
authorities. The Group has put in place monitoring
system to ensure that it maintains adequate liquid
capital to fund its business commitments and to
comply with the relevant Financial Resources Rules.

As a safeguard, the Group has maintained very
substantial long term and other stand-by banking
facilities to meet any contingency in its operations.
Even in periods of high market volatility, the
management believes the Group’s working capital is

adequate to meet its financial obligations.

Market Risk

If the advanceable value of a margin customer’s
portfolio drop below his margin loan and the customer
fails to meet margin calls, the Group will be exposed to
the defaulter’'s liabilities. When stock prices come
down, these may affect the value of the Group's
proprietary trading portfolio. Any loss incurred will be
charged direct to the Group's profit and loss account.
The Group's exposure to underwriting commitments
will also be affected if the prices of the underlying
stocks come down.

The Group has adopted an investment policy to cap its

proprietary trading and exposed underwriting

commitments as follow:

o For proprietary trading

—  total investment exposure of both short term
and long term investments should not
exceed 25% of the Group’s NAV and the
maximum exposure limit for short term
investment is capped at HK$100,000,000

° For exposed underwriting commitments

— underwriting limit per issue should not
exceed 25% of the Group's NAV

Such policy may be varied at the discretion of the
Board.

Operational Risk

Systems are installed to monitor availability and
performance of various IT systems and a vigilance team
will act and report to senior management in accordance
with laid-down procedures in the event of disruption,
instability and other situations which may warrant to
trigger contingency procedure to protect interests of
clients.

Taking into account of the changing regulatory
environment, the Group has maintained and constantly
updated its operation manuals of its major operations.
We have also put in place competent compliance,
internal audit and quality assurance teams with their
respective aims at detecting systemic risks and
recommending policy changes; carrying out checks on
statutory compliance and Company's rules and
regulations; and implementing ongoing checks and
verification of satisfaction rate of Company’s prescribed
service pledge and standards.

Insurable Risk
Other
management policies and monitoring systems, the

than the abovementioned stringent risk

Group has taken up a wide variety of insurance policies
to cover its insurable risks associated with its Hong
Kong, Macau and PRC businesses.
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RETBREIRL 2 MEBA 17,814 5.2 1,638 0.9
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274,220 100.0 153,544 100.0
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Condensed Consolidated Income Statement

BERGE W E R

For the six months
ended 30 June
BESA=THLKEAR

2006 2005
—EEXRE —ZTTAHF
(Unaudited) (Unaudited)
(RBER) (Ris&E%)
HK$'000 HK$'000
FERT FHBT
REVENUE WA 340,519 182,644
Other income H A A 32,613 8,797
Fair value losses on equity BRAFEGFABERZ
investments at fair value through BEREZATE
profit or loss, net B18EE (2,666) (3,305)
Employee benefits expense: EERBAMAX :
Salaries and allowances, bonuses Fekfe AR
and pension scheme contributions RIKSF B (82,388) (57,886)
Commission to account executives EEEXERAE (56,869) (20,773)
Other commission expenses and EtAeRZERXZM
exchange fees I & (9,985) (9,089)
Impairment of loans to margin clients BTHREFP 2EFRE (2,110) (5,138)
Interest expenses for securities broking &EBAHLKLERITEEE
and margin financing operations ES PN (57,414) (5,599)
Depreciation e (10,006) (9,002)
Other expenses H A% (55,448) (46,057)
Share of profit of a jointly-controlled EHEREFEE 2
entity ot Al 252 492
PROFIT BEFORE TAX FR B4 A1 % F 96,498 35,084
Tax Tt I8 (13,149) (4,791)
PROFIT FOR THE PERIOD H A s R 83,349 30,293
Attributable to: ATATEMERER :
Equity holders of the parent BATRARFAEA 82,312 30,293
Minority interests DS BR R = 1,037 —
83,349 30,293
EARNINGS PER SHARE BARAEERAE
ATTRIBUTABLE TO ORDINARY BEAEML
EQUITY HOLDERS SRER
OF THE PARENT
— Basic — HEA HK14.26 cents &fll HK5.18 cents /&l
— Diluted — W HK14.24 cents #&{ll HK5.18 cents Bl
DIVIDEND PER SHARE SREE HK7 cents 71l HK2 cents 7l
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Condensed Consolidated Balance Sheet

BHGSEERERR

30 June 31 December
2006 2005
—ZETXRE —ZETHEF
AA=+H +=A=+—8H
(Unaudited) (Audited)
(REER) (&%)
Notes HK$'000 HK$'000
B 5 FTET F& T
NON-CURRENT ASSETS ERBEE
Property, plant and equipment M - BB RHRE 53,659 46,950
Goodwill (&R 854 —
Other intangible assets HhEREE 4,609 4,609
Other assets Efh & B 17,977 11,347
Interest in a jointly-controlled entity P 2[R 122 I & B8 2 #E 3,047 2,795
Available-for-sale equity investments Al ft & B HKE 8 78,230 74,233
Deferred tax assets BEEFHIEE E 3,496 3,073
Total non-current assets JEMENEEBRE 161,872 143,007
CURRENT ASSETS mEEE
Advances to customers BTEPZER 9 1,175,516 902,394
Accounts receivable JE W2 BR 3R 10 507,199 305,021
Prepayments, deposits and other BRRIE - He kA
receivables JE Y AR 18 34,963 27,010
Due from related companies JE W B8 & A B RE 1,050 2,350
Tax recoverable AT 4 B 7% 18 736 6,374
Equity investments at fair value BATFEFABREZ
through profit or loss BHEE 11 92,050 94,036
Cash held on behalf of customers REEFEZER S 12 1,417,872 1,401,438
Cash and bank balances BeRRTET 334,675 270,894
Total current assets MEVE EMEEE 3,564,061 3,009,517
CURRENT LIABILITIES mEEE
Accounts payable JE £ BR 3R 13 1,938,563 1,639,994
Tax payable FE A B 18 11,134 2,726
Other payables and accruals E A FE A5 BR R & FE R SR IE 47,029 33,707
Due to related companies XN NEZREMNCIE S 26,940 27,238
Interest-bearing bank and STESRITERKE
other borrowings b f& 5K 14 621,527 444,373
Total current liabilities mEBEERE 2,645,193 2,148,038
NET CURRENT ASSETS REBEERE 918,868 861,479




Condensed Consolidated Balance Sheet

FHAREEERER

30 June 31 December
2006 2005
—EEAF —TTRF
AHAB=1+H +=—A=+—H”
(Unaudited) (Audited)
(REER) (fe&%)
Notes HK$'000 HK$'000
B == TET FHET
TOTAL ASSETS LESS BEERTRBDAE
CURRENT LIABILITIES 1,080,740 1,004,486
NON-CURRENT LIABILITIES FRBEE
Deferred tax liabilities EIERIR A fE — (455)
Total non-current liabilities FRBEEER — (455)
Net assets FEE 1,080,740 1,004,031
EQUITY R R
Equity attributable to equity BRAREIFEA
holders of the parent B 465 B A
Issued capital B EITRA 15 57,867 57,667
Reserves 1 979,378 929,064
Dividend B e 40,627 17,300
1,077,872 1,004,031
Minority interests LPEBRRERS 2,868 —
Total equity R 4B A 1,080,740 1,004,031

Lo Lin Shing, Simon
BEH

Director

FF

Wong Shiu Hoi, Peter

=R
Director
=
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Condensed Consolidated Statement of Changes in Equity
HHRGERETERE T K

Attributable to equity holders of the parent

BARRAKAEAREL
Issued Share Share Capital Investment  Exchange
share  premium option redemption Contributed Capital revaluation fl i Ri Proposed Minority Total
capital account reserve reserve surplus reserve reserve reserve profits  dividend Total interests equity
BRf Kt BRE BAE RE B HHRR BE
Bx RER #E RERE BABR 4XGEK ERRE  RBRE REEA ERRE At ER E3
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REER) (REER) (REER) (REFK) (REER) (REER) (REER) (REFR) (REER) (REFER) (REER) (REER) (REER)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TiEn TER TER TER TER TER TER TER TER TiER TER THER TER
At 1 January 2005 “TER¥-A-H 58,525 523,682 — 2,670 2,453 45,501 (22,715) (30) 365,166 11,705 986,957 - 986,957
Change in fair value of AHHERLEREL
available-forsale equity ATEEH
investments = = = = = - (10,671) - - - (10,671) - (10,671)
Exchange realignment EFRER - - - - - - - 1 - - 1 - 1
Total income and expense BRI & 1 R A sh
for the period BRZBBAR
recognised directly in BER
equity = = = = = = (10,671) 1 = = (10,670) = (10,670)
Net profit for the period &3y 46 7 - - - - - - - - 30,293 - 30,293 - 30,293
Total income and expense  Hi &@UTA K
for the period #ER - - = = = - (10,671) 1 30,293 - 19,623 - 19,623
Final 2004 dividend ER-FENE
declared KBRS - - - - - = - = - (1,705 (11,705) = 11,705)
Repurchase and BE R ERA
cancellation of shares (148) (1,392) = = = = = = - - (1,540) = (1,540)
Transfer to capital BERABLDEELZ
redemption reserve BERGZEEE
of the nominal value
of shares repurchased - - - 148 (148) = = = = = = =
Interim 2005 dividend “TTREEVERE = = = = = - - - (11,668) 11,668 - -
At 30 June 2005 RZEFREXA=TH 58,377 522,290 - 2818 2,305 45,501 (33,386) (29) 383791 11,668 993,335 - 993,335
At 1 January 2006 RZZEx-A-B 57,667 516,153 - 3,528 1,595 45,501 (36,839) (30) 399,156 17,300 1,004,031 - 1,004,031
Change in fair value of AftHEERLEREL
available-forsale equity ~ AFEEF
investments - - - - - - 3,997 - - - 3,997 - 3,997
Exchange realignment EXRAR - - - - - - - 24 - - 24 - 24
Total income for the HNERERRASR
period recognised BRzBBA
directly in equity - - - - - - 3,997 24 - - 4,021 - 4,021
Net profit for the period R4 F| = - - - - - - - 82,312 - 82,312 1,037 83,349
Total income for the period &5 7 8 A - - - - - - 3,997 24 82,312 = 86,333 1,037 87,370
Acquisition of subsidiaries Y& Hi B2 &l - - - - - - - - - - - 1,831 1,831
Final 2005 dividend SE-2ZR%E
declared REAKE - - - - - o © = = (17,300) (17,300) - (17,300)
Issue of shares TR A 327 3,599 - - - - - - - - 3,926 - 3,926
Equity-settled share option [ 18 7 £
arrangements BRELTH - - 2,397 - - - - - - - 2,397 - 2,397
Repurchase and BB RTHERR
cancellation of shares (127) (1,388) = = = = = = = = (1,515) = (1,515)
Transfer to capital BERARBEEZ
redemption reserve BORA 2 ZEE
of the nominal value
of shares repurchased - - - 127 (127) = - - o o = =
Interim 2006 dividend “EEREERERE - - - - - - - - (40,627) 40,627 - -
At 30 June 2006 RZEEAEAA=TA 57,867 518,364 2,397 3,655 1,468 45,501 (32,842) (6) 440,841 40,627 1,077,872 2,868 1,080,740




Condensed Consolidated Cash Flow Statement

BHHRGEREMER

For the six months
ended 30 June

BEXA=TH
1EX1EA
2006 2005
—EEXRE —ZTTRHF
(Unaudited) (Unaudited)
(REER) (RIEEZ)
HK$'000 HK$'000
FHERT FHE T
NET CASH INFLOW/(OUTFLOW) FROM: BERA(GRd) B8 :
OPERATING ACTIVITIES K (4,138) (61,515)
INVESTING ACTIVITIES REEH (19,266) (10,354)
FINANCING ACTIVITIES MEEH 2,411 (1,540)
NET DECREASE IN CASH AND CASH HekBELEEERAZ
EQUIVALENTS WD FRE (20,993) (73,409)
Cash and cash equivalents at beginning MzHRekREeEEIEER
of period 245,690 238,300
Cash and cash equivalents at end of period M zRle ke EEIEE 224,697 164,891
ANALYSIS OF BALANCES OF CASHAND BeRBELZSEEELAEZ
CASH EQUIVALENTS 2
Cash and bank balances e RIRTET 334,675 237,214
Bank overdrafts RITEX (109,978) (72,323)

224,697 164,891
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Notes to the Condensed Financial Statements

EEEEE EAEE:

2.1

2.2

Corporate Information

Taifook Securities Group Limited (the “Company”) is a limited
liability company incorporated in Bermuda whose shares are
publicly traded. The principal activities of the Company and its
subsidiaries (the “Group”) are described in note 3.

Pursuant to a special resolution passed at the annual general
meeting of the Company held on 29 May 2006 and approved by
the Registrars of Companies of Bermuda and Hong Kong, the
name of the Company was changed from Tai Fook Securities
Group Limited to Taifook Securities Group Limited.

The interim condensed consolidated financial statements of the
Group for the six months ended 30 June 2006 were authorised
for issue in accordance with a resolution of the directors on 14
September 2006.

Basis of Preparation

The interim condensed consolidated financial statements for
the six months ended 30 June 2006 have been prepared in
accordance with Hong Kong Accounting Standard (“HKAS") 34
“Interim Financial Reporting” issued by the Hong Kong
Institute of Certified Public Accountants.

The interim condensed consolidated financial statements do
not include all the information and disclosures required in the
annual financial statements, and should be read in conjunction
with the Group's annual financial statements for the year ended
31 December 2005.

Significant Accounting Policies

The accounting policies adopted in the preparation of the
interim condensed consolidated financial statements are
consistent with those followed in the preparation of the
Group's annual financial statements for the year ended 31
December 2005, except for the adoption of the following Hong
Kong Financial Reporting Standards (“HKFRSs") mandatory for
annual periods beginning on or after 1 January 2006:

2.1

2.2

RAEHR

ARBEFEEBERAF (KRR A —E
RABREZIMER L BN ETEREER
Al - ARRIREMBAR ([AEE]) 2
REBFHMNAMES -

BEARAZZEZSFRAATAARRE
BAFRE EBAZHIRER  REAR
FEREB AR GZMELE KRR ZEH
2 | [Tai Fook Securities Group Limited|
% WA [Taifook
Limited] °

Securities Group

BE—ZTREFRA=THLEXNEAZS
HEAGEaMBRRER_ZT R FAA
THHZERERERRETIE -

R EE

HE_ZTRENA=ZTHIEAEAZE
Rizam AR BHRRDBEEE SR
BEMzEBSIER (BB ER)
EI4E [ B RS MRS -

BB & R B T BT R R A
RERMALFAARREBEE - IR
ARERE-BEEFT-A=T+—AL
FEZEEHBRE—OIHE -

EXREFBE

BB A T M BRI A & 5t
BREREAEEBE_TTRE T A
=ST-BLEEE2FHBRRMBA - HET
IR —TTRFE-—H - BRZEBEFRFE
HA I 58 1l BR A0 2 8 B 7% e ZE R BR S



Notes to the Condensed Financial Statements
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2.2 Significant Accounting Policies (continued) 22 EXEFTEE @

HKAS 21 Amendment Net Investment in a Foreign Operation

HKAS 39 Amendment The Fair Value Option

HKAS 39 & HKFRS 4
Amendments

Financial Guarantee Contracts

HKFRS — Int 4 Determining whether an Arrangement

contains a Lease

The adoption of the above HKFRS has had no material impact
on the Group's results of operations for the current period or
financial position at 30 June 2006.

Segment Information

Segment information is prepared by way of the Group’s primary
segment reporting basis by business segment. In determining
the Group's geographical segments, revenues are attributed to
the segments based on the location of the customers. No
further geographical segment information is presented as over
90% of the Group's revenue and results are derived from
customers based in Hong Kong.

The Group's operating businesses are structured and managed
separately according to the nature of their operations and the
services they provide. Each of the Group's business segments
represents a strategic business unit that offers services which
are subject to risks and returns that are different from those of
other business segments. Summary details of the business
segments are as follows:

(@) the broking segment engages in securities, futures,
options and bullion contracts broking and dealing;

(b) the margin and other financing segment engages in the
provision of margin financing to margin customers, and
personal loans and commercial loans to individuals and
corporate customers, respectively;

EA G ER
215 (BFTA)
EH £
395 (IEFTA)
EA G ER
FEI9% KBS
B 75 3k 5 % Rl
4% (BT A)
B B 15 3R & £ Al
— REH45R

BN KR EF R
EEARFES R

MBEEREH

BE-—BHRZHERES
BEHE

R L F B WS RS R E AL B AR
MOEEEEL—TTREA=TAZ
MBRN L BERBERFE -

TEHER

DEEMDRAEE 2T 2N M2 HMALE
—EXBOBERY  EEEAKREZMESD
B - WART P AL D R &7 #
oo HRAEEBEI0% Z WA R EEKRE
UREBZEP U BE—F25HE

AREZRERGHIRAEEHERMIE
HRBBIDETHEREE - AEEET
EXBOBARREBRBIRBERLE
7+ E RS P AR B e K 2 A IR B A
EBom - EREL DA 2B
g

(a) KBLE®  DHREFEHF HE - H
EREBAAOZKELEREER
7%

) HFEREEMESEZXER DRERF
BREPREHAREERAMBARRA
ARPREMARBERE :

FEEARRQA

=
&
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3. Segment Information (continued) 3. oHER @)

(c) the corporate advisory, placing and underwriting segment () DXFHH EERBHER it
engages in the provision of corporate advisory, placing EEHCEDH  EERBHER
and underwriting services; %

(d) the trading and investment segment engages in (d BEREEER DHRSEREEZER
investment holding, and proprietary trading of securities, NhkEHF HBHE HERESES
futures, options and bullion contracts; and HNWZBEEEE &

(e) the “other” segment comprises fund management, the (e) [HMl#% SREELERE  RH#
provision of custodian and handling services, leveraged REARRERY BHIINEEE
foreign exchange trading and the provision of financial LA R 42 44 B 75 5K 81 AR 75 -
planning services.

Intersegment transactions are conducted with reference to the BENHEZRGTI2RAB=T W2 &

prices charged to third parties. M #EAT o

Business segments E k]

The following table presents revenue and profit/(loss) for the TREHIAEE R D B2 WA K F,

Group's business segments. (E8) -

Corporate
Margin and advisory, placing Trading and
Broking other financing and underwriting investment Others Eliminati Consolid
el FRRAMEER SEEN REREH ERRRE £ e g8
For the six months For the six months For the six months For the six months For the six months For the six months For the six months
ended 30 June ended 30 June ended 30 June ended 30 June ended 30 June ended 30 June ended 30 June
BEAASA BEAASHA BEAASTH BEAASTR BERASTA BEAASHA BEAASHA
EABAR EAEA EXEA IEAER IEABR EAER EAEA
2006 2005 2006 2005 2006 2005 2006 2005 2006 2005 2006 2005 2006 2005
SSRAE “ITHF CRAE CITHF SERAE CITHF SRRAF -ITRF SRRAE -ITRF SRRAE CITEF SRRAE CITES
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REEK) (REFR) (RERK) (REER) (REER) (REER) (REER) (REER) (REER) (REER) (REER) (REER) (REER) (REER)
HKS000  HKS'000  HKS000  HKS'000  HKS'000  HK$000  HKS'000  HKS'000  HKS'000  HKS000  HKS'000  HKS'000  HKS'000  HKS'000
TR FET  FER  TET FER TAT FER  THr FER FErT FER TERT FER TER
Segment revenue: KA
Sales to external HETFIHR
customers BP 166,744 102,851 78,880 29,151 36,841 41,086 29,439 3,802 28,615 5,754 - — 340,519 182,644
Intersegment sales A HHEZ
HE 486 97 6,172 3,105 - = - = = = (6,658) (3,202) = =
Tota w3t 167,280 102948 85052 32256 86841 41086 29439 3802 28615 5754 (6658  (3202) 340519 182,644
Segment results PEEE 44,578 16,693 38,732 14,671 11,453 12,621 8,169 (2,369) 2,175 (82) - — 105,107 40,534
Unallocated expenses # 7 f X (8,861) (5,942)
Share of profit of EfR RS
a jointly-controlled B2
entity 252 492
Profit before tax BB AT R 96,498 35,084
Tax BE (13149 14791)
Profit for the period ~ H3& F 83,349 30,293



Notes to the Condensed Financial Statements

5 B8 B 3% 8 R M &

4,

Profit Before Tax

s

The Group’s profit before tax is arrived at after charging/

B Bt Al 2% R

AEBBRBADE M EHR GEA) THE

(crediting): g :
For the six months
ended 30 June
BEXA=t+HLXMEA
2006 2005
ZEEBAREF —ZETHEF
(Unaudited) (Unaudited)
(REER) (REER)
HK$'000 HK$'000
THET FHET
Depreciation e 10,006 9,002
Employee benefits expense BB RFHHX
(including directors’ (BEEEMe) :
remuneration):
Salaries and allowances HH R AL 60,356 51,484
Bonuses B4 15,166 2,797
Commission to account EFEERE
executives 56,869 20,773
Equity-settled share option LA B& HE 5245 2 b i 1
expense 53 2,397 —
Net pension scheme contributions RS FTEIHRUFE 4,469 3,605
139,257 78,659
Profit on trading of securities BBEEH Z 5 M (10,400) (1,361)
Profit on trading of futures contracts B ZEHE & 4 2 & 7 (705) (604)
Profit on trading of bullion contracts EBEEZEE&EEEA 42 % 7 (12,036) (230)
Profit on trading of foreign BBEINEE K 2% F
exchange contracts (5,011) (696)
Interest expenses for securities KEBELFRERFTREBE
broking and margin financing E¥B2MERY :
operations:
On bank loans and overdrafts RITERRBEX 39,121 4,940
On other loans H & 3 18,293 659

Taifook Securities Group Limited X @& A £ BB R A a
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Tax 5. MIE
For the six months
ended 30 June
BEXA=t+HLXMEA
2006 2005
ZEEBAREF —ZETHEF
(Unaudited) (Unaudited)
(REER) (REER)
HK$'000 HK$'000
THET FHET
Current — Hong Kong: RE — B
Charges for the period HA A A I8 13,812 5,606
Overprovision in prior years BIEFERERE — (1,367)
Current — Mainland China NHR — AR R 215 45
Deferred i (878) 507
Total tax charge for the period HAFIE X A5 13,149 4,791
Hong Kong profits tax for the period has been provided at a HABEMNESR I BABREELE Z A
rate of 17.5% (2005: 17.5%) on the estimated assessable ERBEMNEHREI175% (ZTTHF ¢
profits arising in Hong Kong during the period. Taxes on profits 17.5%) B o 70 E fhith (@ 2 FERR B E A1 T
assessable elsewhere have been calculated at the rates of tax REBAREELEEBMERKRITE
prevailing in the countries in which the Group operates, based Bl - ZEKEA - REMZBETHEG
on existing legislation, interpretations and practices in respect "o
thereof.
Earnings Per Ordinary Share Attributable to Equity 6. B AGZERAZEAELEER

Holders of the Parent

The calculation of basic earnings per share amounts is based
on the unaudited profit for the period attributable to ordinary
equity holders of the parent of HK$82,312,000 (six months
ended 30 June 2005: HK$30,293,000), and the weighted
average number of 577,336,384 (six months ended 30 June
2005: 584,772,086) ordinary shares in issue during the period.

B

BREABF DHBEREEZT QR ER
B& A58 A B A FE 5 Vi F182,312,0007% 7T
(BzE2=_ZZAFA=1+H1EM@EA :
30,293,000 ) AR AR BT EBR 2
In#EF 5 8577,336,384% (BE=-TZTH
FRA=THIESEA : 584,772,086f%)
ATE o
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Earnings Per Ordinary Share Attributable to Equity
Holders of the Parent (continued)

The calculation of diluted earnings per share amount for the
period was based on the unaudited profit for the period
attributable to ordinary equity holders of the parent of
HK$82,312,000. The weighted average number of 577,336,384
ordinary shares used in the calculation was the ordinary shares
in issue during the period, as used in the basic earnings per
share calculation, and the weighted average number of 652,120
ordinary shares assumed to have been issued at no
consideration on the deemed exercise of all share options
outstanding.

The calculation of diluted earnings per share amount for the
prior period did not assume exercise of share options as the
outstanding share options have no dilutive effects on the basic
earnings per share for the period, as their exercise price was
above the average market price of the Company's shares
during that period.

Dividend

At a meeting of the board of directors held on 14 September
2006, the directors resolved to pay an interim dividend of HK7
cents (2005: HK2 cents) per ordinary share, to shareholders
whose names appear on the register of members of the
Company on Friday, 20 October 2006. The interim dividend will
be paid on Friday, 27 October 2006.

BRAAEEREAFEAREER
2R )

AN GREERT - HIRBEREEZ
BAREAERAREA ABSMXEGEGF
82,312,000 Tt & - st E BT A LA
f% N S 35 2k & 577,336,3840% (FREHE &
B EA BT TR A EBER) REBREE BT
2 AR N T 20652, 1200 B B & &
HARITEBERERERETERERER
G

ERBMARARITEBRENTERESNA
RAEIRAD 2 FHETHE - ikt % 3 A 4 5
NERERZFNTEBETE  REB
EHRNSRESRNEL BRERETE
B o

@ =\

REZEERFNATHARTZESEES
BL O BEERBEAR _ZEERE+TAC
THEEHRR) BINRRARBRRE M2 KR
IR RS EREBRTEWN (2R
F 208 c PHIRERR T RF+
AZ+tRB (EHE)IRM -

FEEARRQA

=
&
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8. Available-for-sale Equity Investments 8. TAHEERFRE
30 June 31 December
2006 2005
—EEXRE —ETREF
ANHA=1+H +=ZA=+—H
(Unaudited) (Audited)
(REEXR) (EE®R)
HK$'000 HK$'000
THET FHT
Listed equity investments in BAEZ LHES
Hong Kong, at market value RE  EWE 28,658 35,822
Unlisted equity investments/ FELEMBEHEE WEES
investment funds, at fair value: BEAYE:
Hong Kong BB 31,697 30,161
Mainland China (Note) R K BE (ffaF) 17,875 8,250
78,230 74,233
Note: The balance represented the promoter foreign shares of Changmao Wizt © BESKRBEXEWEEIRERGOERAA

Biochemical Engineering Company Limited (“Changmao”), a company
listed on the Growth Enterprise Market Board of The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”). Subject to certain restrictions
on transfer and upon obtaining the requisite approvals from, among other
bodies, the China Securities Regulatory Commission and the Stock
Exchange, the promoter foreign shares may be convertible into listed H
shares and shall thereafter carry the same rights and obligations of those
listed H shares.

During the period, the gross gain of the Group’s available-for-
sale equity investments recognised directly in equity amounted
to HK$3,997,000 (2005: gross loss of HK$10,671,000).

The fair values of listed equity investments are based on
quoted market prices. The fair values of unlisted equity
investments, comprising the promoter foreign shares of
Changmao and certain investment funds, are based on the
quoted market prices of the listed H shares of Changmao and
the quoted market prices of the respective investment funds,
respectively.

At the balance sheet date, certain of the listed investments
were pledged to banks to secure certain bank facilities granted
to the Company’s subsidiaries.

(MF%)) CRREEBMARZIMARRAR
(T2 )) A1 R E T AR 2 B AINE
B o M THEBOZREINAET - £RE
BRTHAESEEEEZE R RURMERNSE
BHEE B RAER - FRAIMNERATE]RA L
MHER - EIRREMNREEER EHHRAR -

HA - AEEEEERABRRIHEER
FIE 2 EW = 513,997,000 7T (==
THE : F£8K : 10,671,0008 L) °

EHESKREZATFEDATSRER
EoFIMBEFREZAFE(BEKHE
RANEREETREESHER) © 1D
FIARK ETHIRZ TS RERSKRER
BT HEBRRE -

o

B & LEhEFRESEATR
RERTFTARAME AR ZE TR

o

BN
o )
=

oif

i A 1
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9. Advances to Customers 9. WFEFZER
30 June 31 December
2006 2005
—EEXRE —ZTERF
ANA=+1H +=A=+—8
(Unaudited) (Audited)
(REER) (EE®R)
HK$'000 HK$'000
FHT FHT
Loans to margin clients FEREFPZEX 1,181,510 951,380
Loans receivable FE W E 4,750 4,750
Accrued interest FE 5T F & 8,137 5,964
1,194,397 962,094
Less: Impairment of loans to BB THREP ZEFRE
margin clients (18,881) (59,700)
1,175,516 902,394

Loans to margin clients are secured by the underlying pledged
securities and are interest-bearing. No aged analysis is
disclosed as, in the opinion of the directors, an aged analysis is
not meaningful in view of the nature of the business of
securities margin financing.

The amount of credit facilities granted to margin clients is
determined by the discounted market value of the collateral
securities accepted by the Group. As at 30 June 2006, the total
market value of securities pledged as collateral in respect of
the loans to margin clients was HK$5,510 million (31 December
2005: HK$3,773 million).

The loans receivable are unsecured, interest-bearing and
repayable on demand.

BTHREPZEFMBAME EIRERE
ERUHHFE - AREZRRERDIT
HESAREEZEBHELESE &
I 4 B FR AR R D AT o

RTHREFPZEEMERE @ HREAR
EEBEM2EFRZ2ITEBTEMET o 1
ZETRFRNAZ=TH BRATHER
PrEFUAERSEREERR 2 BTES
5,510,000,0008 T (=TT AF+ - A=
+—H8 : 3,773,000,000/% JT) °

FEWE SR AR - I SR R

o

RilE
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10. Accounts Receivable 10. FEWERR
30 June 31 December
2006 2005
—EEXRE —ZEEREF
ANA=TH +=ZR=+—H
(Unaudited) (Audited)
(REER) (&%)
HK$'000 HK$'000
FTHET FHET
Accounts receivable arising from EEBXEBRIETFESR
the ordinary course of business ATNEEEEZ
of dealing in: FE U BR FX
Securities and equity options BHERREARERS :
transactions:
Clearing houses, brokers and HEEA B8R
dealers RS 144,201 88,038
Cash clients REe®P 133,050 95,494
Futures and options contracts HAELHARGORS
transactions:
Clearing house, brokers and HEEA 8B R
dealers RHE 202,156 115,078
Bullion contracts transactions: BEEBEARS :
Brokers & 8,069 1,378
Accounts receivable arising from REFPRBHRELEZ
new shares subscription on JE Wt BR 3R
clients’ behalf 12,994 —
Accounts receivable arising from ERFEBBEPREM
the ordinary course of business THRBEELEZ
of the provision of: FE YRR 5K
Corporate advisory, placing and TEER  BER
underwriting services B 85 AR %5 3,804 5,038
Financial planning services B 765 2% &l AR 75 2,925 =
507,199 305,021
The settlement terms of accounts receivable attributable to BHREEMREER SRS 2 BWIRR

dealing in securities and equity options transactions are two

days after the trade date, and those of accounts receivable

attributable to dealing in futures, options and bullion contracts

transactions are one day after the trade date.

The accounts

receivable attributable to new shares

subscription on clients’ behalf are settled within one week.

HEHRARZARMK > MUE - H4
RESBANR D EMAEZERRTEE D

RAA/RZH AKX o

REFPRBHIRZ BKRERHR —2HA

ARG e
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10. Accounts Receivable (continued)

An aged analysis of accounts receivable attributable to the
provision of corporate advisory, placing and underwriting, and
financial planning services is as follows:

10. EWERR (@)

RECEZR  KEMBEAKLTBEERE
AR5 e Ah 2 FE MR BR R AR e 2 AT A0 T

30 June 31 December

2006 2005

ZE2EARE —ETTRF

AA=T1H +=ZA=+—8H

(Unaudited) (Audited)

(REER) (R &)

HK$'000 HK$'000

FET FET

Within 3 months =EAA 4,987 3,744
Between 4 and 6 months MENEAR 495 582
Between 7 and 12 months +tZ=+={@A 964 309
Over 1 year A —F 283 403
6,729 5,038

Except as indicated above, all balances were aged within 30
days.

The Group allows a credit period according to relevant business
practice. Credit limits are set for customers. The Group seeks
to maintain tight control over its outstanding receivables in
order to minimise credit risk. Overdue balances are regularly
reviewed by management. In view of the aforementioned and
that the Group’s accounts receivable relate to a large number
of diversified customers, there is no significant concentration
of credit risk.

Accounts receivable are non-interest-bearing.

B EXSITERI - B SSBRKREER30
AA e

AEEREEHBXENETEPEER
H-BPAREEERSE - AREYKRE
BREBRRERBRBRZSZEE - BEER
BRERE - BEE ST BHK
1B o RN B IERIA R AR S E 2 U AR K
DHRBBREZNEP - BltEERRIL
EBODEFZBER °

JRE Uiz B R I 1S B 75 R AT IS
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11. Equity Investments at Fair Value through Profit or 1M. BATEFABZZ2RFRE
Loss
30 June 31 December
2006 2005
—EEXRE —TTRF
AHB=tH +=—A=+—8H
(Unaudited) (Audited)
(REER) (R &)
HK$'000 HK$'000
THET FHET
Listed equity investments, LEHEHRE
at market value: LA :
Hong Kong BE 91,284 93,293
Elsewhere E fthih (& 766 743
92,050 94,036
The above equity investments at 30 June 2006 were classified REZZFEZAFANA=Z+H LHlEHFEE
as held for trading. PERFIEEERE -
12. Cash Held on behalf of Customers 12. REFKFEZRE
The Group maintains segregated trust accounts with licensed REBRFERRITARBILETLERES -

banks to hold clients’ monies arising from its normal course of
business. The Group has classified the clients’ monies as cash
held on behalf of customers under the current assets section
of the balance sheet and recognised the corresponding
accounts payable to respective clients on grounds that it is
liable for any loss or misappropriation of clients’ monies. The
Group is not allowed to use the clients’ monies to settle its
own obligations.

ﬁﬁi@ﬁlE%%%i@%&qﬂﬁﬁﬁizzﬂ
B ARERBUETPREANEREER
BRZRBEERTNAERAZRE
WARIEE AL 5 P 5OR Z AR B K A
BLEEENER EMBERSEN THEER
P o AEETNRHFUNEFPRERITELRSY
ZEE-
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13. Accounts Payable

13. EMERX

30 June 31 December
2006 2005
—EEARE —TTHF
AA=+H +=ZA=+—8H
(Unaudited) (Audited)
(REER) (&%)
HK$'000 HK$'000
FTHET FHET
Accounts payable arising from EEBXEBRIETFESR
the ordinary course of business ATNEEEEZ
of dealing in: FE AT BR 3K
Securities and equity options BHERREARERS :
transactions:
Brokers and dealers BERRXHH 5,297 62,420
Cash clients ReEEP 775,498 587,401
Margin clients HFEEP 737,131 692,475
Futures and options contracts HAELHARGORS
transactions:
Clients ®F 367,625 242,402
Bullion contracts transactions: E2BAARS :
Clients S 32,062 21,735
Leveraged foreign exchange BIRXINER H -
transactions:
Clients ®PE 20,950 33,561
1,938,563 1,639,994

The settlement terms of accounts payable attributable to
dealing in securities and equity options transactions in respect
of brokers and dealers and cash clients are two days after the
trade date and the balances were aged within 30 days except
as further described below.

Included in accounts payable to cash clients attributable to
dealing in securities and equity options transactions is an
amount of approximately HK$662,291,000 (31 December 2005:
HK$569,507,000) representing these clients’ undrawn monies/
excess deposits placed with the Group. The balances are
repayable on demand. No aged analysis is disclosed as, in the
opinion of the directors, an aged analysis is not meaningful in
view of the nature of such transactions.

BTCE—THESN R 58
FASEPETRSFEEREZLERS
EHZENER  SEHRARZHRM
R EHRIRER T EBB30X o

FHEBERREMERGEEZENES
BERIR - BE%5662,291,000% T (=
TTARF+=-H=+—H : 569,507,000
B FERASEZZEREFABAR
B BERS BHAREREEE -/
REZRAERRSMUBLERZHETE
R RYEHBREKES -
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13.

14.

Accounts Payable (continued)

Accounts payable to margin clients attributable to dealing in
securities and equity options transactions are repayable on
demand.

Accounts payable to clients attributable to dealing in futures,
options, bullion and leverage foreign exchange contracts
transactions are margin deposits received from clients for their
trading of these transactions. The excesses of the outstanding
amounts over the required margin deposits stipulated are
repayable to clients on demand.

No aged analysis is disclosed in respect of accounts payable to
margin clients attributable to dealing in securities and equity
options transactions as well as to clients attributable to dealing
in futures, options and bullion contracts transactions as, in the
opinion of the directors, an aged analysis is not meaningful in
view of the business nature.

Accounts payable are non-interest-bearing.

Interest-bearing Bank and Other Borrowings

13.

FE 3 BR R (4)
BEBERREHESFELEZERTR

BEFEERFBANERFER -

HE HERESBRERAIMNESHR
SEBERGEZENEPERARUTLET
ZERHGUBMEBEF 2 FFRIES - BHHRTE
FRESZZHEBEAIABRERHER
=

HREERAEREIOMEHES  KEH
- HE HEMESBAORIZER
METEEE  RUERESSEERENMK
SHRXHUNERNE  HENRESHE
BHEFPRE ZENFREP KKK D
A

JRE A B SR S B 75 R AT IS

SAERTERREMER

30 June 31 December
2006 2005
ZEEARF —TTRF
AHB=tH +=ZA=+—8H
(Unaudited) (Audited)
(REER) (fe&EZ)
HK$’000 HK$'000
FET FET
Current Effective interest rates (note a)
B 58 BBRAZE (Wifa)
Bank overdrafts, secured HIBOR™ plus a spread per annum 109,978 25,204
RITEX - FER BRRITRERS NENEEEE
Bank loans, secured HIBOR™ plus a spread per annum 405,104 305,072
RITER - FER BERRITRERSMEFR ==
Other loans, unsecured HIBOR™ plus a spread per annum 106,445 114,097
Hin &5 - A EBRTRAEFRS MEFNRZEE
621,527 444,373

*

Hong Kong Interbank Offered Rate

* BBRITEIE 7B
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14. Interest-bearing Bank and Other Borrowings 14. FERTERREMBER @)
(continued)
(@) The spread ranged from 0.375% to 1.25% per annum. (a) FHAEEZFENF0375EE1.25E °
(b) The secured bank loans and overdrafts of the Group are b) AEBMZEEBBEITERRBELTY
secured by the listed shares held by the Group as security NAEBRFEERTREPZBENRZ
for advances to customers (with the customers’ consent) ER(BEEEFPRAR) 2 LmhkiH &
and by the Group's listed shares of HK$1,271,714,000 ANEBIFELEE,271,714,000% 7T
(2005: HK$489,658,000). ( —ZZT A F : 489,658,000/ 7T)
Z E R0 EE A -
(c) The secured overdrafts are repayable on demand. (c) AERBEXRRBRER
(d) The secured bank loans and unsecured other loans are (d BERRITERRERKREMER
repayable within one year. AR —FANEE -
15. Share Capital 15. B
30 June 31 December
2006 2005
—ZETXRE —ZETTRHF
AA=t1H +=—A=+—8H
(Unaudited) (Audited)
(REER) (EER)
HK$'000 HK$'000
FET FE T
Authorised: EERA ¢
2,000,000,000 2,000,000,0004%
(31 December 2005: —EERFE+-_F=+—8 :
1,000,000,000) 1,000,000,000/%)
ordinary shares of EFRMmEI10E T2
HK$0.10 each LEAR 200,000 100,000
Issued and fully paid: EBTRARKA
578,669,699 578,669,699/
(31 December 2005: —ETERFE+-_/F=+—8 :
576,667,699) 576,667,699/%)
ordinary shares of FREEI0BITLZ
HK$0.10 each LA AR 57,867 57,667

Taifook Securities Group Limited Xi& & 5 &£ B AR A 7
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15. Share Capital (continued)

During the period, the movements in share capital were as

follows:

(a)

(c)

Pursuant to an ordinary resolution passed on 29 May
2006, the authorised share capital of the Company was
increased from HK$100,000,000 to HK$200,000,000 by
the creation of 1,000,000,000 additional shares of
HK$0.10 each, ranking pari passu in all respects with the
existing share capital of the Company.

The subscription rights attaching to 3,272,000 share
options were exercised at the subscription price of
HK$1.20 per share, resulting in the issue of 3,272,000
shares of HK$0.10 each for a total consideration, before
expenses, of HK$3,926,400.

The repurchased shares were cancelled during the period
and the issued share capital of the Company was reduced
by the par value thereof. The premium paid on the
repurchase of the shares, of HK$1,388,000, has been
charged to the share premium account. An amount
equivalent to the par value of the shares cancelled has
been transferred from the contributed surplus of the
Group and of the Company to the capital redemption
reserve as set out in the condensed consolidated
statement of changes in equity.

The repurchases of the Company's shares during the
period were effected by the directors, pursuant to the
mandate from shareholders received at the last annual
general meeting, with a view to benefiting shareholders
as a whole by enhancing the net asset value per share of
the Group.

15. B (#)

B BAREBOT :

(a)

(b)

(c)

BE-ZZRFAA-TNLARE
ZEBRER S ARAIBBEMN
1,000,000,0008% & % [E £ 0.1078 7T
WEZHEGRARNRARERAZ
S Befn @ SERERAR
100,000,0007% 7T 3% il 2 200,000,000
AL ©

RRAEESRRM1.20% 17 £
3,272,00017 fE AR #E P I RREHE - &
AKX AT - A48 (83,926,400
7 JC 2 173,272,0000% F X E {50.10
BT Z D °

HABEZ2RHNBEREE T
8 MARA R ZBEITRAIE RE
ZEWFHERM 2EAEMRD - B
i 5] AR 17 BRF BT 2 15 89 1,388,000 7T
2w BB RRD & ERMR o a0
AR ERA TS REY - HE
REFHERG 2 EEZ HEEH#A
SERANRZHBABBREREAE
NIEE M o

HABRARARNDHESFRE
BRERE-EBRRBFEAS LXE
mET  BRNREALSEEGKRE
EXRE BARSERBRERENE -
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15. Share Capital (continued) 15. B (&)
A summary of the transactions during the period with EHAst EM BRI B BITRAZE
reference to the above movements in the Company’s issued METZRX AW T -
share capital is as follows:
Issued
Number of share
shares in issue capital
=& 28T
K& E &N
HK$'000
FHET
As at 1 January 2006 R=ZZEZEF—H—H 576,667,699 57,667
Share options exercised (b) BT B I (b) 3,272,000 327
Repurchased and cancelled (c) B E & (o) (1,270,000) (127)
As at 30 June 2006 RZEZENFANA=1AH 578,669,699 57,867
16. Business Combination 16. (K&

On 24 January 2006, the Group completed the acquisition of a
60% equity interest in each of Lexton Limited (“Lexton”) and
Lexton Pacific Consultants Limited (“Lexton Pacific”) for a total
cash consideration of HK$3.6 million. Lexton is engaged in the
provision of financial planning services and financial and
insurance products brokerage in Hong Kong. Lexton Pacific is
engaged in the provision of financial advisory services in Hong
Kong. With effect from 4 February 2006, the names of the two
companies were changed from Lexton to Taifook Lexton
Wealth Management Limited and from Lexton Pacific to
Taifook Lexton Consultants Limited.

R=ZZEXF—A=+MA ' AEEHE
£ #{E3,600,000/8 7T 5 5 5T Kk U BB FE
BAERRR (EHE]) REEA B
MERDA ([EHEARFF]) Z260%K
o BHTIEE BB FIRHM B R ERS
ARk eB M RRERGLER - BHEXR
FrETEREVBERRE -8 2%
NE_AWBE - ZMEQRZZED 5
HEMEENAREBENBAZEEM AR
A A Ko i HTIR K S B B A AR AT A
BEARAT -
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16. ¥ 45 0t (m)

16. Business Combination (continued)

The aggregate carrying amounts of the identifiable assets and RAKEREERE REE  FHBERE

Taifook Securities Group Limited X @& F % @B R A @A
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17.

liabilities of Lexton and Lexton Pacific as at the date of
acquisition, based on the unaudited management accounts, are
as follows:

HFEAT RN KBRS TRAEERE
EREEENT -

Carrying amount
(Unaudited)
FREE

(REEX)
HK$'000

FHET

o1

Non-current assets

it S
=

R

Current assets

=

it

momy

Current liabilities

¢
-

Had the acquisition been completed on 1 January 2006, total
Group revenue for the period would have been
HK$341,878,000, and profit for the period would have been
HK$83,365,000.

Contingent Liabilities

At the balance sheet date, contingent liabilities not provided for
in the financial statements were as follows:

(i)  the Company has provided corporate guarantees to the
extent of HK$1,920 million (31 December 2005: HK$2,220
million) to secure the general bank facilities granted to
subsidiaries. As at 30 June 2006, the amounts drawn
against the bank facilities amounted to HK$515 million (31
December 2005: HK$330 million);

(i)  corporate guarantees to the extent of US$4 million (31
December 2005: US$4 million) and HK$2 million (31
December 2005: HK$2 million) have been provided by the
Company in respect of precious metals trading facilities
granted to a subsidiary;

17.

1,219
7,198
(3,840)

4,577

M-—FBTXRE—A Bkl ~&£H
HA 2 48Uk A 1% 341,878,000 7T © i
B 34 F 1% 483,365,000/ T °

;AR

&8\

RERH - BBHRERPABEBEZLARAE

LU

(i)

(ii)

RARBBETHEBER R —BRRTE
EmMRMH 2z ArERXER
1,920,000,000% 7t (=TT A F +
— B =+—H : 2220,000,000/%
) c R=ZZZRFANA=1H ' %
ERTHEEITRZEER
515,000,000 T (Z T T HF+ =
B =+—H : 330,000,000/&T) :

AARBBET—HNEARGRAE
cBESEEMREZ ARERK
%8 /34,000,000 T (Z TR F +
—A=+—H : 4,000,000% L) &
2,000,000 T (ZZZTHFE+ = A
=-+—H : 2,000,000/ ) ;
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17. Contingent Liabilities (continued)

(i)

(iv)

(v)

corporate guarantees to the extent of US$9.8 million (31
December 2005: US$9.8 million) have been provided by
the Company in respect of foreign exchange trading
granted to a subsidiary;

the Company has provided a corporate guarantee to the
HK$10,000,000 (31 2005:
HK$10,000,000) in favour of the lessor in respect of an

extent of December
operating lease arrangement for the leasing of computer
equipment by a subsidiary; and

the Group has a contingent liability in respect of possible
future long service payments to employees under the
Hong Kong Employment Ordinance, with a maximum
possible amount of HK$2,188,000 (31 December 2005:
HK$2,081,000) as at 30 June 2006. The contingent liability
has arisen because, at the balance sheet date, a number
of current employees have achieved the required number
of years of service to the Group in order to be eligible for
long service payments under the Employment Ordinance
if their employment is terminated under certain
circumstances. A provision has not been recognised in
respect of such possible payments, as it is not considered
probable that the situation will result in a material future

outflow of resources from the Group.

18. Operating Lease Arrangements

The Group leases certain of its office properties and computer

equipment under operating lease arrangements. Leases for

properties are negotiated for terms ranging from one to five

years, and those for computer equipment for terms ranging

from two to five years.

17.

18.

FREE (@)

(i) ARAAFE T — K EBRAAF#EI
EEEMREZARERRES
9,800,000% T (ZTZTHE + = A
=+—H :9,800,000% L) ;

(iv) ARAA—HKBARENEER
E 2B A E IR A H A
AREZAAERKE A
10,000,000 L (ZEZHFE+ =4
=-+—H : 10,000,000/ 7T) : &

(v) AEBERKRAEELEBRES(EFR
Py EE XN RERBE S - Bt
ERAEE R-TTEAFNA=
THARESINZES€EA
2,188,000 T (—EZEHF+ — A
=+—H : 2,081,000/ J0) ° It 3Kk
RBBLHAZREE  RHRNE TR
BEEENAEBEIREMAZ
fRAGEH  mEETERTRIER
B2 - A AR 1R B S (B 1 IR A B ER K B
R € o AR ZFBERITAKARE
BEAEERAELBREEARNERR
o R E AR IR 2 A
RIATEREE o

REeHERH
AEBNR=2HETABERFRYEMN

BHRE BFEUEEAESANT =R
FMEMKBHERUNTRERF -
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Notes to the Condensed Financial Statements
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18. Operating Lease Arrangements (continued)

At 30 June 2006, the Group had total future minimum lease
payments under non-cancellable operating leases falling due as

18.

REMEZH @)

RZZZRERNA=ZTH  AEBEFERD
AR 2 2 THE T b HIRR A JE i R 2R

follows: EXfzxERESOT :
30 June 31 December
2006 2005
—EEXRE —TTRF
NH=EEE +=—A=+—8
(Unaudited) (Audited)
(REEEZ) (f& &%)
HK$'000 HK$'000
FE T F# T
Within one year —F A 22,985 19,633
In the second to fifth years, inclusive F -—EZF R F (2EEEME) 14,519 15,887
37,504 35,520

19. Commitments 19. &AIE

In addition to the operating lease commitments detailed in note
18 above, the Group had the following commitments at the
balance sheet date:

B et EAER EXXPIEE18F N - A
SENEER 2 AENT ¢

(a) Capital commitments (a) BEAREIE
30 June 31 December
2006 2005
—EEXRE —ZTRF
AA=+H +=ZA=+—H
(Unaudited) (Audited)
(REER) (&%)
HK$’000 HK$'000
FET FHET
Contracted, but not BERIA - BEREE
provided for:
Computer equipment B RAE 1,773 1,511
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19. Commitments (continued)

(b)

Commitments under leveraged foreign exchange
trading contracts

19. &AIE (#)

(b) ERMEEESHNEE

30 June 31 December

2006 2005

—EEARE —TTHF

AA=+H +=ZA=+—8H

(Unaudited) (Audited)

(REER) (&%)

HK$'000 HK$'000

FTHET FHET

Purchase foreign currencies B EINE 141,802 607,894
Sell foreign currencies i INE 122,399 626,004

Note: Total commitments to purchase or sell foreign currencies under
leveraged foreign exchange contracts consist of a basket of
currencies which cannot be offset against each other.

20. Related Party Transactions

(a)

In addition to the transactions and balances detailed
elsewhere in these financial statements, the Group had
the following material transactions with related parties
during the period:

(i)  During the period, the Group leased from New
World Tower Company Limited, a company
controlled by Chow Tai Fook Enterprises Limited
(“CTF"), which is itself a company controlled by the
family of Dr. Cheng Kar Shun, Henry, certain office
premises at New World Tower, 16-18 Queen’s Road
Central, Hong Kong, at a monthly rental, including
rates, management and air-conditioning fees, of
approximately HK$961,000 (2005: HK$764,000) for
various terms between two to three years. The
Group paid total rentals of HK$5,767,000 (2005:
HK$4,581,000) for the period. The rentals paid were
calculated by reference to open market rentals as
confirmed to the Group by an independent
professional valuer.

Hiat : REBERRIVES OB EIOEEINED
AREAR AR €T TRIEHED

5% -

20. AEALTRS

(a) KRERAMBHBRRZEMIFOAD
REAR IR REHREEI &
SERPARBEALZEERS
AT

i) HA - AEERAFHERRESR
RARERABEEEFARESR
16— 185 Tt A KRB S T
AREBN - FAHS (BEE
fil - EEBRARE)NA
961,0008 T (Z 2T R F :
764,000 7T) © THAVFEIH =
E=F1%  AEEEHANX
2 7 & # % /5,767,000
T (ZZZ R F : 4,581,000
Jo) o it RRKEBRAETY
—BEHARECEERA A
(TAX®ED #EHz AR - ffE
AREAA—BEBRMAELR
RESIZ AR - it zEe
T2 E LB BEEERMMAA
SEERZAHAMERS

st
= o
ZAr
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20. Related Party Transactions (continued)

(i)

(i)

(iv)

During the period, the Group provided corporate
advisory services to New World Mobile Holdings
Limited, a company controlled by New World
Development Company Limited (“NWD"), which is
itself a company controlled by the family of Dr.
Cheng Kar Shun, Henry. The income from these
transactions amounted to HK$585,000 (2005: Nil) for
the period and was charged in accordance with the
terms of the underlying agreements.

During the period, the Group provided placing
services to NWD, a company controlled by the
family of Dr. Cheng Kar Shun, Henry. The placing
income from these transactions amounted to
HK$15,381,000 (2005: Nil) for the period and was
charged in accordance with the terms of the
underlying placing agreements.

During the period, the Group provided corporate
advisory services to New World CyberBase Limited
(“NWC"), a company of which Lo Lin Shing, Simon
is a substantial shareholder and an executive
director. To Hin Tsun, Gerald is also a non-executive
director of NWC. The corporate advisory income
from these transactions amounted to HK$203,000
(2005: Nil) for the period and was charged in
accordance with the terms of the underlying
agreements.

During the period, the Group provided placing
services to NWC, a company of which Lo Lin Shing,
Simon is a substantial shareholder and an executive
director. To Hin Tsun, Gerald is also a non-executive
director of NWC. The placing income from these
transactions amounted to HK$1,350,000 (2005: Nil)
for the period and was charged in accordance with
the terms of the underlying placing agreements.

20.

BEALRS (@)

(ii)

(iii)

(iv)

HA - REE R RSB
AR QA RS EERR
% RRARRHEREREGR
NE (At RERE ] EH QD
A MR R A RS
TREES - EZ SRR
FiTEE & 89 4 A /5 585,00078 7T
(ZZZHF : 8)  2HERA
198 19 728 O 160 5K T DA

HA - AEERHTTEREREE
R E R - Z R B HE KA
BEREES o Ll R BN
NAAELENESERBEEAR
15,381,000 T (Z =T &
FE) CRREBEER
i HO (6T SABUR -

HAPA AN 5% (8] () At SR ENAS L
AR A E (3T R B E
) Rt EERRY - 82
WARZARNEZRRZHIT
E= - MILRERISF TR
BEMWIFAITES - LA
2 B R EE A O 4 SR A I
A £203,0008 T (ZET R
FE) ERBHEBREA
TR T LA o

HA - AEERFTHTRABE
HIRHEERS - BERRZ
RAMEZRRRATES -
i A 78 2 Rl A 3 57 BRES Bt
MIERITES - LR HRE
NAEENESERAR
1,350,000 7C (ZZEZTRF :
) ERRAEAELREHZEN
1658 F DA R U -
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20. Related Party Transactions (continued)

During the prior period, the Group provided
corporate advisory and placing services to
International Entertainment Corporation (formerly
known as Cyber On-Air Group Company Limited), a
company controlled by CTF, which is itself a
company controlled by the family of Dr. Cheng Kar
Shun, Henry. The corporate advisory fee and placing
income from these transactions amounted to
HK$9,578,000 for the prior period and was charged
in accordance with the terms of the underlying
agreements. No such corporate advisory fee and
placing income were charged for the current period.

During the prior period, the Group provided placing
services to New World China Land Limited, a
company controlled by NWD, which is itself a
company controlled by the family of Dr. Cheng Kar
Shun. The placing income from these transactions
amounted to HK$11,397,000 for the prior period and
was charged in accordance with the terms of the
underlying placing agreements. No such placing
income was charged for the current period.

The balances with related companies are unsecured,
interest-free and have no fixed terms of repayment.

\

BEALRS (@)

ATEAA - A E A ERIRE S
PR A &) (A1 T8 Al 13 2085 R &
EERAR)REEERRBR
SR - Z AR ARRAKRNEE
HERAE - MAXERBABR
METREES o RSN
RIEANFTEEN S EBREMN
il & AR 75 U2 A % 9,578,000/%
TC - BIRBRAEREE 9 A IR T
LA o AR B 37 SR BN S
R M B MRS REKA -

RIERA - 7N & E [a) 36 i 57 AR
HEFR R R RS R o
ZAE AT REREFHNA
A Mt A ERABRAE
TREES o Falt 32 SR ATE
AP EE A B BE R S A
11,397,000 7T © 2R RAEH
P & 1 3 O IR T AU » AR
HA 9 I 4 U 2 S e S AR TS LR
NS

LB ARASRKEDEER 2
S N f B E R KA o

FEEARRQA

£

i
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20. Related Party Transactions (continued) 20. BEALTRS (&)
(c) Compensation of key management personnel of the (c) AEBEXEERBABZEHM :
Group:

For the six months
ended 30 June
BEASA=THLAEA

2006 2005

ZEERX —ZTEHh

(Unaudited) (Unaudited)

(REER) (REER)

HK$'000 HK$'000

THET FHET

Short term employee benefits % Hi (g & & 7 9,849 9,508

Post-employment benefits B R e A 674 635
Total compensation paid to INTFTEFEERABZ

key management personnel E= R 10,523 10,143

21. Approval of the Interim Financial Report 21. PHIBTE®E 2 #Ht &

These condensed consolidated interim financial statements

EZERN _ZTRFNAATEBHERD

were approved and authorised for issue by the board of R BR AR & B 75 SR 2k 0 R I 3 o

directors on 14 September 2006.



Independent Auditors’ Review Report

=l ERNST & YOUNG

%= K & B F KO

To The Board of Directors
Taifook Securities Group Limited
(Incorporated in Bermuda with limited liability)

Introduction
We have been instructed by the Company to review the interim financial report set out on pages 17 to 44.
Respective responsibilities of directors and auditors

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.

Review work performed

We conducted our review in accordance with Statement of Auditing Standards 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.

Review conclusion

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 30 June 2006.

Ernst & Young
Certified Public Accountants

Hong Kong, 14 September 2006
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REEHARAEMRE RETHHBRESESTNACLT  AESHBMARE RANEEERERMBHTENER - Hh M
B ERE B A > TRREMEST AR ENRIEGR  RAEREABBNESTS®RE  RUENIINTARERLMAR - &
MBI AREENAR BEMEMALTAERAREIERE -

EMIE
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Additional Information

H ftb & #

Closure of Register of Members

The register of members of the Company will be closed from
Monday, 16 October 2006 to Friday, 20 October 2006, both dates
inclusive, during which period no transfer of shares will be
registered. In order to qualify for the interim dividend, all completed
transfer forms accompanied by the relevant share certificates must
be lodged with the Company’'s Hong Kong Branch Share Registrars
and Transfer Office, Tricor Investor Services Limited, at 26/F.,
Tesbury Centre, 28 Queen's Road East, Wanchai, Hong Kong, for

registration not later than 4:00 p.m. on Friday, 13 October 2006.

Directors’ Interests and Short Positions in Shares,
Underlying Shares and Debentures

At 30 June 2006, the interests and short positions of the directors in
the shares, underlying shares and debentures of the Company and
any of its associated corporations (within the meaning of Part XV of
the Securities and Futures Ordinance (the “SFQ")), as recorded in
the register required to be kept by the Company pursuant to Section
352 of the SFO, or as otherwise notified to the Company and The

EEMERRETTFER

ARRAFR-_ZEZRFTATAB(EH )=
ZERFTAZTH(ESR) (BEERMAE)E
EHMERREL  MRSITSREROBET
B - RERZAEMTHAREZ2ER  IBEZ
ZEFPRIVEREGAKE  BAR-_ZTTRF+
A+=8(EHR) TFERBENREARRRZE
BRNDBFELDREEEFSTAERAA - i
HABEBEFERRER-_tT/UREEEHRL =
TR WIEBERFE -

EERERG AEROREZZEER
KA

R-BTBRFANA=+TH BEARAREBEFK
HEGA (TR RME ) FIB2GREAT
FEZERMAE  SRBEETRREFTETE
FR SR ET Al (MRET R AR B REE
BeERZAARRE ([BF]) 1EH 2 28K
B BEERARAMEEARBEE (EER

Stock Exchange of Hong Kong Limited (the “Stock Exchange”) &&H&EIEEHIEXVELR) 2Mm « HEKRD RE
pursuant to the Model Code for Securities Transactions by Directors SR 2R AR W T ¢
of Listed Issuers (the “Model Code”), were as follows:
(a) The Company (a) AT
Number of
Number of shares held underlying Percentage of
FERGHE shares held the Company's
Personal Family Corporate under equity issued share
Name of directors interests interests interests derivatives Total capital
BERATE EERRDF
IAfBEZ BETRAZ
EEZER BAER EQ T £ AR R HERGHE ay BA
Lo Lin Shing, Simon 5,500,000 - 70,616,222 4,000,000 80,116,222 13.84
("Mr. Lo") (Note 1) (Note 2) (Note 3)
BEH ([BEE] (Ftax1) (Hfi2) (HtaE3)
Doo Wai Hoi, William - - 4,346,000 - 4,346,000 0.75
(“Mr. Doo”) (Note 4)
HEE (HEE]) (Htzta)
Wong Shiu Hoi, Peter 12,000,000 - - 4,000,000 16,000,000 2.76
HAH (Note 1) (Note 3)
(KizE1) (KtaE3)
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Additional Information

Directors’ Interests and Short Positions in Shares,
Underlying Shares and Debentures (continued)

EERERG AEROREZZEER

RE (&)

(a) The Company (continued) (a) ZA2QF (&)
Number of
Number of shares held underlying Percentage of
FERG#HE shares held the Company's
Personal Family Corporate under equity issued share
Name of directors interests interests interests derivatives Total capital
BRERASTE EEATF
TAfBEZ ERITRAZ
Ez4R 5PN 3 RE#R ARER HERGHE a2y B
Lee Yiu Wing, William - - - 2,500,000 2,500,000 0.43
TR (Note 3)
(Kf3)
Chan Chi On, Derek 562,000 - - 2,250,000 2,812,000 0.49
RER (Note 1) (Note 3)
(Fax1) (Kf£3)
(b) The associated corporation of the Company (b) 72T ZAEEE
Number of Percentage of
Number of underlying the associated
Name of shares held shares held corporation’s
associated Class of (Corporate under equity issued share
Name of director corporation shares interests) derivatives Total capital
BERATE A E
FEROEE IEffEER BRITRAZ
Ez4l HBEEER R4 8 Al (A EHER) HEROHE ay BAL
Mr. Lo Taifook Finance Non-voting 47,670,000 - 47,670,000 47.34
BEE Company Limited deferred (Note 2)
(Note 5) shares (Hfi2)
ABHBEERRA BERZE
(K zE5) EERH



Additional Information

Directors’ Interests and Short Positions in Shares,
Underlying Shares and Debentures (continued)

(b) The associated corporation of the Company (continued)

Notes:

(1) These shares are held by the relevant director as beneficial owner.

2) These shares are held by Wellington Equities Inc., a company beneficially
wholly-owned by Mr. Lo.

(3) This represents interests in the share options held by the relevant
director as beneficial owner for subscribing the relevant underlying shares
in respect of the share options granted by the Company under the 2002
Share Option Scheme, details of which are set out in the section headed
“Share Option Scheme” below.

(4) These shares are held by Grand Partners Group Limited, a company
beneficially wholly-owned by Mr. Doo.

(5) Taifook Finance Company Limited is an indirect wholly-owned subsidiary
of the Company.

All the interests disclosed above represent long positions in the
shares and underlying shares of the Company and its associated
corporation.

In addition to the above, a director has a non-beneficial personal
equity interest in a subsidiary held for the benefit of the Group solely
for the purpose of complying with the minimum company
membership requirements.

Save as disclosed above, none of the directors or their associates
had registered any other interests or short positions in the shares,
underlying shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the SFO)
that was required to be recorded in the register kept by the
Company pursuant to Section 352 of the SFO, or as otherwise
notified to the Company and the Stock Exchange pursuant to the
Model Code.
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Additional Information

Directors’ Rights to Acquire Shares or Debentures

Save as disclosed under the sections headed “Directors’ Interests
and Short Positions in Shares, Underlying Shares and Debentures”
above and “Share Option Scheme” below, at no time during the six
months ended 30 June 2006 were rights to acquire benefits by
means of the acquisition of shares in or debentures of the Company
granted to any director or their respective spouse or children under
18 years of age, or were any such rights exercised by them; or was
the Company or any of its subsidiaries a party to any arrangement to
enable the directors to acquire such rights in any other body
corporate.

Share Option Scheme
At 30 June 2006, options to subscribe for a total of 40,978,000
shares were still outstanding under the 2002 Share Option Scheme

which was adopted on 23 August 2002.

Movements of the share options under the 2002 Share Option
Scheme during the period are listed below:

ESREROABEZZER

BREXTEEREN - HEAKRD REFZ#ES
EXBIBTR T X [MBiE S mEEN
HE_ZT A NEXA=1THIEAEAZEME
M SMECAESIETEEZEB/HI8HEUT
ZFRERAFEREARR ZBROKESMER
MEZ R MESERETEEMZSEEN K
N Ak AR B A B R R S = - BUE
E=URNEMEMEABRBRESZEEN -

BRETE

RIZETZRNFANA=ZTH BRER-_ZTZ_F)N
B-+=BHEMNz =T —FRERETE A RE
4 3£40,978,0008% B 19 2 BE AR RE I AR ATH(E ©

—TE BRI T 2 BRER SR 2
mF -

Price of the
Number of share options Company'’s shares***
BREHE ADRRE***
At At
immediately immediately
preceding  preceding
Exercise the grant the exercise
At Granted Exercised Lapsed At Date of price date of date of
Name or 1 January during during during 30 June grant of Exercise period of share share share
category of participant 2006 the period the period the period 2006 share options* of share options options**  options options
R-BBAF RZBEXRF BRE BRE BRE REERE REBERE
SEEEBAER —A-B REARE RERTE REBRXX AKA=tA Riti A8 TEHR TEE REAMAN THEAHH
HK$ HK$ HK$
BT BT BT
Directors
=z
Mr. Lo - 4,000,000 - - 4,000,000 10 February 10 August 2006 — 0.94 0.94 N/A
BiEE 2006 9 August 2014 TEA
“TTX5-AtE ZTTRE/N\ATHEEZE
“Z-mENANE
Wong Shiu Hoi, Peter - 4,000,000 - - 4,000,000 10 February 10 August 2006 — 0.94 0.94 N/A
ERA 2006 9 August 2014 TEA
“TTX5-A+tE ZTTRE/N\ATHEEZE
“Z-mENANE
Lee Yiu Wing, William - 2,500,000 - - 2,500,000 10 February 10 August 2006 — 0.94 0.94 N/A
TRE 2006 9 August 2014 TEA
“TTX5-A+tE ZTTRE/N\ATHEEZE
“Z-mENANE
Chan Chi On, Derek - 2,250,000 - - 2,250,000 10 February 10 August 2006 — 0.94 0.94 N/A
ER 2006 9 August 2014 TEA

“ZTRE-AtR —ZEZRENATHE

- 12,750,000 = - 12,750,000

ZZ-MENANB



Additional Information

Share Option Scheme (continued)

SR8 (@)

Price of the
Number of share options Company'’s shares***
BREHE ADARE***
At At
immediately immediately
preceding  preceding
Exercise the grant the exercise
At Granted Exercised Lapsed At Date of price date of date of
Name or 1 January during during during 30 June grant of Exercise period of share share share
category of participant 2006 the period the period the period 2006 share options* of share options options**  options options
RZBBAE RZBERE B E BRE BRE REBRE REBRE
SEEEBAER —B-B RERAEE REATHE RERXX AKA=t+H Riti B8 TR EE REAMA FEBHA
HK$ HK$ HK$
BT BT BT
Conti contract employ
KHAHES
In aggregate 14,800,000 - (3,272,000) (1,000,000) 10,528,000 5 September 5 March 2004 — 1.20 1.16 1.60
At (Note) 2003 4 March 2009
(Htt) “ZEZENAEE —ZETME=AREZE
“ZTNF=AMWAE
In aggregate - 17,700,000 - - 17,700,000 10 February 10 August 2006 — 0.94 0.94 N/A
&t 2006 9 August 2014 TER
ZEERE-ATH Z FNATEZE
mENANE
14,800,000 17,700,000  (3,272,000) (1,000,000) 28,228,000

Note: These share options lapsed during the period as a results of staff resignation.

* The vesting period of the share options is from the date of the grant until the
commencement of the exercise period. All share options referred to above are
subject to a six-month vesting period.

*x 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.

The price of the Company’s shares disclosed as immediately preceding the grant
date of the share options is the Stock Exchange closing price on the trading day
immediately prior to the date of the grant of the share options. The price of the
Company'’s shares disclosed as immediately preceding the exercise date of the
share options is the weighted average of the Stock Exchange closing prices over
all the exercises of share options within the disclosure category.

The fair market value of the 30,450,000 share options granted to
directors and continuous contract employees during the period is
HK$3,075,450, which was calculated using the Black-Scholes option
pricing model (the “Model”) as at the date of the grant of the share
options.

Bt ERBRERE TRBMANBRLN - .

* BRENGEBA GRS AR ETEHRAER
1 o FAATBERE S BB R BN MEAA ©

s ERRARAFRR S B TAREEL FER S
B - SRR E (B T -

e ERABERREBRAEL BN E R ARE - T
SEMBRE S E A — B OB YR o L
R BR BB AR H R FRE - T8
S ATH T (A2 BT AR5 PO BT 4 P R 49 77 (E OB
18 -

MR —aRITHEEEER ([ZEX]) &
E REAABETEERFREAHNEED
30,450,000 AR E R IE AR R BBl 2 AT
{8 43,075,4507 JT °
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Additional Information

H & ¥

Share Option Scheme (continued)

The Model is based on the assumption that it is possible to set up a
perfectly hedged position consisting of owning the shares of stock
and selling a call option on the stock. Any movement in the price of
the underlying stock will be offset by an opposite movement in the
option’s value, resulting in no risk to the investor. This perfect hedge
is riskless and, therefore, should yield the riskless rate of return.

The following are the inputs to the Model used for the six months
ended 30 June 2006:

o Risk free interest rate: 4.107%, being the approximate
yield of 3-year Hong Kong
Exchange Fund Note traded on 10
February 2006

18.67 %,

historical volatility of the closing

o Expected volatility: being the annualised
price of the Company's shares as

of 10 February 2006
° Expected dividend yield: 5.21%, as of 10 February 2006
o Expected life of the share
options: 3 years
° Share price: HK$0.96, being the closing price of
the Company's shares as of 10

February 2006

The fair market value of the share options was calculated by using
the Model which was based on generally accepted valuation
procedures and practices that rely extensively on the use of
numerous assumptions and the consideration of many uncertainties,
not all of which can be easily quantified or ascertained.

SR8 (@)

ZHERTIRR MR — BRI ESR KD RHE
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Additional Information

Substantial Shareholders

At 30 June 2006, the interests and short positions of those persons %

(other than the directors of the Company) in the shares and i

underlying shares of the Company, as required to be recorded in the %

register kept by the Company pursuant to Section 336 of the SFO,

were as follows:

Number of shares
held and nature

—ETAEAASTA  BARARBESRR

ERDIE3BHREATFEZECMATE -
FEANL (RARESRRIN RAREZ A K8

Number of
underlying
shares held
under equity

B hzgm AR T ¢

Percentage of
the Company’s
issued share

Name of substantial shareholders Notes of interests derivatives Total capital
RIERATE EADT
BFAROBAER IAEfFEZ ERTREAZ
TERRER B 3 EEME HEROBE oy Bk
Direct Deemed
HiE BIEER
Chow Tai Fook Nominee Limited (“CTFN") (1) 107,140,540 - - 107,140,540 18.52
AREBERBABRAR (TAREBREALD
Cheng Yu Tung Family Holdings Limited (“CYTF") (2) - 159,550,256 - 159,550,256 27.57
Centennial Success Limited (“CSL") (3) - 159,550,256 - 159,550,256 27.57
Chow Tai Fook Enterprises Limited ("CTFE") (4) 30,977,916 128,572,340 - 159,550,256 27.57
ARBEEERAR([AREBLE]
New World Development Company Limited (“NWD") (5) - 128,572,340 - 128,572,340 22.22
MERBRARAA ([FERER])
NWS Holdings Limited (“NWS") (6) - 128,572,340 - 128,572,340 22.22
HMEREEEARAR ([FHAIE])
NWS Service Management Limited (incorporated
in the Cayman Islands) (“NWSSM (Cayman)") (7) - 128,572,340 - 128,572,340 22.22
HMEIZRBERBRAR
(RFAEBEEMAL) (TNWSSM (Cayman)])
NWS Service Management Limited (incorporated
in the British Virgin Islands) (“NWSSM (BVI)") (8) - 128,572,340 - 128,572,340 22.22
NWS Service Management Limited
(RER R X BB M) (TNWSSM (BVI)])
NWS Financial Management Services Limited
(“"NWSFM") 9) 128,672,340 - - 128,572,340 22.22
Wellington Equities Inc. (“WEI") (10) 70,616,222 - - 70,616,222 12.20
Ku Ming Mei, Rouisa (11) - 76,116,222 4,000,000 80,116,222 13.84
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Additional Information

Substantial Shareholders (continued)

Notes:

(1)

(2)

(3)

(4)

(5)

(6)

(7)

(8)

(9)

(10)

(11)

Cheng Yu Tung beneficially owns all of the issued shares in CTFN. Cheng Kar
Shun, Henry (“Dr. Cheng”), a director of the Company (“Director”), is also a
director of CTFN.

CYTF has interests in more than one-third of the issued shares of CSL and is
accordingly deemed to have an interest in the shares in which CSL is deemed to
be interested. Dr. Cheng, a Director, is also a director of CYTF.

CTFE is a wholly-owned subsidiary of CSL and CTFE’s interests in the Company
are deemed to be held by CSL. Dr. Cheng, a Director, is also a director of CSL.

CTFE and its subsidiaries have interests in more than one-third of the issued
shares of NWD and is accordingly deemed to have an interest in the shares in
which NWD is deemed to be interested. Dr. Cheng, a Director, is also a director
of CTFE.

NWD has interests in more than one-third of the issued shares of NWS and is
accordingly deemed to have an interest in the shares in which NWS is deemed
to be interested. Dr. Cheng, a Director, is also a director of NWD.

NWSSM (Cayman) is a wholly-owned subsidiary of NWS and NWSSM
(Cayman)’s interests in the Company are deemed to be held by NWS. Dr. Cheng,
Mr. Doo, Wong Kwok Kin, Andrew (“Mr. Wong”), Lam Wai Hon, Patrick (“Mr.
Lam”) and To Hin Tsun, Gerald (“Mr. To”), all Directors, are also directors of
NWS.

NWSSM (BVI) is a wholly-owned subsidiary of NWSSM (Cayman) and NWSSM
(BVI)'s interests in the Company are deemed to be held by NWSSM (Cayman).
Dr. Cheng, Mr. Doo, Mr. Wong and Mr. Lam, all Directors, are also directors of
NWSSM (Cayman).

NWSFM is a wholly-owned subsidiary of NWSSM (BVI) and NWSFM's interests
in the Company are deemed to be held by NWSSM (BVI). Dr. Cheng, Mr. Wong
and Mr. Lam, all Directors, are also directors of NWSSM (BVI).

Mr. Wong and Mr. Lam, both Directors, are also directors of NWSFM.

These shares are held by WEI, a company beneficially wholly-owned by Mr. Lo
and have been shown in the corporate interests of Mr. Lo in the Company as set
out in the section headed “Directors’ Interests and Short Positions in Shares,
Underlying Shares and Debentures” above. Mr. Lo and Mr. To, both Directors,
are also directors of WEI.

Ku Ming Mei, Rouisa is the spouse of Mr. Lo and is thus taken to be interested
in the same parcel of shares held by Mr. Lo.

All the interests disclosed above represent long positions in the

share

s and underlying shares of the Company.

FERRER (@)
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(1)

(2)

(3)

(4)

(5)

(6)

(7)

(8)

(9)

(10)

(11)
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Additional Information

Substantial Shareholders (continued)

Save as disclosed above, no person, other than the directors of the
Company, whose interests are set out in the section headed
“Directors’ Interests and Short Positions in Shares, Underlying
Shares and Debentures” above, had registered an interest or short
position in the shares or underlying shares of the Company that was
required to be recorded pursuant to Section 336 of the SFO.

Purchase, Sale or Redemption of the Company'’s Listed
Securities

During the period, the Company repurchased a total of 1,270,000 of
its listed shares on the Stock Exchange. Details of the repurchase
are summarised as follows:

FTERRE @)

B EXPriREESN  BEEAAL (RARES
Broh - RERCEN EX[ESRRD - HEK
I kfEFzERRAR] ) BELEARERES
K EAR R I 336156 R E R T risk 2 AR A B i
B 2 ERFKE ©

BE -HEIFERAQAFRZzLHES

BN - AQ R B A AT Bl £ 1,270,0000% £
Bfn o BBE z FBamT

Number of

shares Aggregate
Month repurchased Purchase price per share purchase price
V=Rvi} EBERGZHEE ERBEEER RBEER

Highest Lowest

BS BI&
HK$ HK$ HK$

2006 —EERF

April M A 578,000 1.20 1.16 681,060
June N A 692,000 1.20 1.18 828,620
1,270,000 1,509,680

Total expenses on EEORGN
shares repurchased 4R 5,439

The repurchased shares were cancelled during the period and the
issued share capital of the Company was reduced by the par value
thereof. The directors considered that the shares were repurchased
for the purpose of enhancing the net asset value per share of the
Company.

Save as disclosed above, neither the Company nor any of its
subsidiaries had purchased, sold or redeemed any of the Company's
listed securities during the period other than as an agent for clients
of the Company or its subsidiaries.

1,515,119
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Additional Information

H & ¥

Corporate Governance

The Company has complied with the code provisions as set out in
the Code on Corporate Governance Practice contained in Appendix
14 of the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”) throughout the accounting period
covered by this report.

The Company has adopted the Model Code as set out in Appendix
10 of the Listing Rules as its code of conduct for securities
transactions by the directors of the Company. Based on specific
enquiry of the directors of the Company, all directors have complied
with the required standard as set out in the Model Code throughout
the accounting period covered by this report.

Throughout the accounting period covered by this report, the
Company has complied with the minimum requirements of the
Listing Rules relating to the appointment of at least 3 independent
non-executive directors and one of which have appropriate
professional qualifications or accounting or related financial
management expertise.

The Audit Committee of the Company has met with the external
auditors of the Group, Messrs. Ernst & Young, to review the
accounting principles and practices adopted by the Group and the
unaudited consolidated results of the Group for the six months
ended 30 June 2006. The Audit Committee is composed of 5 non-
executive directors of the Company and 3 of whom, including the
Chairman, are independent non-executive directors. A majority of the
Committee members, including the Chairman, have the appropriate
professional qualification and experience in financial matters.
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