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Condensed Consolidated Income Statement
For the six months ended 30 June 2006
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The board of directors (the “Board”) of REXCAPITAL Financial
Holdings Limited (the “Company”) hereby announces the unaudited
consolidated interim results of the Company and its subsidiaries
(the “Group”) for the six months ended 30 June 2006 together with
the unaudited comparative figures for the corresponding period in

2005 as follows:
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Six months ended

30

June

BEAA=ZTHIEAMA

2006 2005
TRENE ZRE R
(Unaudited) (Unaudited)
(REBHEB) (R 58 % 4%)
Notes HK$’000 HK$’000
it 7 T#T T oo
Turnover CEX 3 27,944 25,447
Other income oA A 691 746
Fair value gain/(loss) on AR A A A B E R
financial assets at fair value 2R E 2
through profit and loss, net (5 18) & 5 15,610 (9,418)
Write-back of impairment losses W e DAAE © B < SR 2
on recovery of bad debts T8 (L e 48 485 ]
previously provided 13,225 -
Cost of trading of listed securities bR R A T A (1,852) -
Commission expenses 1A 42 B 52 (1,445) (3,755)
Depreciation gy (771) (957)
Impairment losses for bad and SRR UE 1R
doubtful debts (1,652) (12,541)
Staff costs & B A (8,647) (9,562)
Other operating expenses HC Al A8 8 BH 32 (12,689) (13,931)
Operating profit/(loss) MEEF S () 4 30,414 (23,971)
Finance costs Rl & A (8,905) (5,451)
Profit/(loss) before taxation B A 5 A (s 48) 21,509 (29,422)
Taxation i JH 5 (1,279) -
Profit/(loss) for the period WNE A (kE) 20,230 (29,422)
Dividend i S 6 - -
Earnings/ (loss) per share kA, GEH)
Basic H A 7(a) 0.61 centsfil (0.98) centsill
Diluted e 7 7(b) 0.59 centsfili N/ANE A
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Condensed Consolidated Balance Sheet
At 30 June 2006

il W & R ALK

WZFFANFENA=Z1H

At 30 June At 31 December
2006 2005
hREANE R EE R
AH=ZTH +-A=+—H

(Unaudited) (Audited)
(R BEwR) (K H# %)
Notes HK$’000 HK$’000
it & T# L T T
NON CURRENT ASSETS I B e
Property, plant and equipment EY NG A 2,681 3,452
Other non-current assets HoAth IE i By & = 2,264 3,820
Deferred tax asset I SiE B VA B 6,330 7,609
11,275 14,881
CURRENT ASSETS R h %5
Trade receivables T 5 Bk 8 357,652 291,018
Other debtors, deposits and H Al 8 SR K~ e <
prepayments T AT K 32,625 2,264
Financial assets at fair value AR £ 1R oA (E
through profit or loss AP G E 27,216 13,382
Profits tax refundable JiE R | 15 B 842 790
Bank balances and cash SRAT &G B M 4 9 156,085 27,182
574,420 334,636
CURRENT LIABILITIES o B £1 4%
Trade payables JE A B2 5 Rk 10 23,612 24,563
Other payables and accruals A 8 AT IR R R E T A 97,312 4,802
Short term bank loan, secured S SRAT B A K 2,000 1,000
Bank overdrafts, secured SRATHE 0 A R 202,893 204,580
325,817 234,945
NET CURRENT ASSETS Y A A 248,603 99,691
NET ASSETS ¥ A 259,878 114,572
CAPITAL AND RESERVES B A B Gt i
Share capital g AR 11 36,560 30,000
Reserves Tt 45 223,318 84,572
259,878 114,572
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Condensed Consolidated Statement of Changes in Equity

For the six months ended 30 June 2006

7 W Ak £ BB 5 28 B 5

BWEZFEFNENHA=Z1THILANAH

Retained
profits/
Share Share Capital (accumulated Special
capital premium reserve losses) reserve Total
13-
BeA o Bemrdm BARGS  CRAEHE#) A 0 At

HK$'000 HK$'000 HK$'000  HK$'000 HK$'000  HK$'000
T Tt T T Tt T

At 31 December
2004

Loss for the period

At 30 June 2005

At 31 December
2005

Profit for the period

Share issued on placing

and subscription

Share issued expenses
Exercise of share options

At 30 June 2006

R EEIAE

+-A=+—H 30,000 - - 15,962 112,270 158,232
g A - - - (29,422) - (29,422)
REEEHEANAZ1H 30,000 - - (13,460) 112,270 128,810
g 2

+-A=+—H 30,000 - 7,040 (34,738) 112,270 114,572
190 1 3 - - - 20,230 - 20,230
fio & KR IR 31T

Z ety 6,000 114,000 - - - 120,000
AT B 5L - (1,932) - - - (1,932)
i g 560 6,448 - - - 7,008
R-ZEANEANZTH 36,560 118,516 7,040 (14,508) 112,270 259,878
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Condensed Consolidated Cash Flow Statement

For the six months ended 30 June 2006

il B A £ B 4 U B AR

HWEZFEFENENA =T HIEAMEA

Six months ended

30 June
BEAH=ZTHIEAMA
2006 2005
CEREBAE ZEE R
(Unaudited) (Unaudited)
(REHEB) (CREEFEZ)
HK$’000 HK$'000
T# L T#IT
Net cash generated from K8 15 B i 45
operating activities Bl 3 A 11,407 38,435
Net cash used in investing activities P& I By i B 4 T - (493)
Net cash generated from il 3 B P A5
financing activities Bl 3 A
Proceed from issue of shares, FIER B S AR B AT e iy
net of expenses Jir 1% 3K IR 118,068 -
Proceed from exercise of share options 17 {4 [ it #E it 15 3K JH 7,008 -
Proceed from short term R SR AT K
bank loan raised Fr 45 3K 1,000 -
Increase in cash and cash equivalents B 4 I B4 S M g n 137,483 37,942
Cash and cash equivalents at 1 January #*—H — H Z B & R &% EY (199,559) (196,093)
Cash and cash equivalents at 30 June A /NH =+ H Z Bl K BL& 55 Y (62,076) (158,151)
Analysis of the balances of cash and B L Bl W A R
cash equivalents
Bank balances — general accounts WATH G — —MRIRF 140,791 18,516
Cash in hand FE B4 26 98
Bank overdrafts SRAT % 3L (202,893) (176,765)
(62,076) (158,151)
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Notes to the Unaudited Condensed Interim Financial Report

For the six months ended 30 June 2006

AR KT A% 1 W o 2] B s i o B

BWEZFEFNENHA=Z1THILANAH

BASIS OF PREPARATION AND ACCOUNTING
POLICIES

The unaudited condensed consolidated interim financial
statements have been prepared in accordance with applicable
disclosure requirements of Appendix 16 to the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”) and are in compliance with the
Hong Kong Accounting Standard (“HKAS”) 34 “Interim
Financial Reporting” issued by the Hong Kong Institute of
Certified Public Accountants.

The accounting policies and methods of computation adopted
in the preparation of these unaudited condensed consolidated
interim financial statements are the same as those used in the
annual financial statements for the year ended 31 December
2005, except for the adoption of the following revised Hong
Kong Financial Reporting Standards (“HKFRSs”), which contain
amendments mandatory for annual periods beginning on or
after 1 January 2006.

HKAS 39 Amendment The Fair Value Option

HKAS 39 & HKERS 4
Amendments

Financial Guarantee Contracts

The adoption of the above HKFRS has no material impact on
the Group’s results of operations for the current period or

financial position at 30 June 2006.
BUSINESS AND GEOGRAPHICAL SEGMENTS

The Group is principally organized into five main operating
divisions, namely broking, securities margin financing,
corporate finance and asset management, money lending and
investment trading and holding. These divisions are the basis
on which the Group reports its primary segment information.
There are no sales or other transactions between segments
during the current and prior periods.

1.

B Lk e e €1 il BOR

AR AR A R W AR P A B AR T 1%
R i W 5 58 oy BT AT IR R RE R TR
HIJ T o AR L) B 8% 162 %8 ) 4 8 B i
&R S AN a5
([ grat MR ) 553458 [ oh 30 B 5 4k
CEEEX

A S UM 4 A A T D o O B R
F PR AN 2 & BOR Rt B OT R AR
CEELEFT A=t —HILEEZ AR
A B R R T A — B0 MR T DL T 8
TR 2 A s B 5 o5 R ) (T 7 8 B 5 3
HHEA AR FTARE A B
A% B iy 2 4 TR TR o o DR AR 2 AB T BR
b

s g wh e LA AEE
553957 (IE%T) N

s g 1 UE A MBI A #
%3998 (155T)
BT BB A

e QIS 45% (B RT)

PR AR ol 35 s S S 1 Y ) S A 4 [ A
WA 2 888 S B RN N H =
T H Z WS R S e K R

e/ 02N Pig

A A b A3 F TR B A R
A RS RLIETT W8 I A R M A SR B
A DL B R e A
B BRIRZ 5 0 BUE W £ BT AR R o
S99 e At A S0 2 T 2 TSI 3 A 8
o HoAth 52 5 -
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Notes to the Unaudited Condensed Interim Financial Report «continued)
For the six months ended 30 June 2006

R K8 T A% 1 W e BT S 85 S B

HWEZFEFENENA =T HIEAMEA

2. BUSINESS AND GEOGRAPHICAL SEGMENTS 2. ¥EBRWELSE 40

(continued)
An analysis of the Group’s unaudited turnover and segmental PATT 5 A B 7 07 o AR 4 L E S 280 3
results for the period by principal activities are as follows: R A S B o) TR SE AR 22 2 H
Business segments %%ﬁﬁg
For the six months ended 30 June 2006 e FEFENFENAZAHIEAMEA
Investment Corporate
trading Securities finance
Money and margin and asset
lending holding Broking financing management Total
feak BHEHERPR RELH Lz 3 fied Nt it
2006 2005 2006 2005 2006 2005 2006 2005 2006 2005 2006 2005
SRRAE CATEE ZRRAE CITEE CRRAE CZTEE CRPAE CTTEE CRRAE CTFHE ZR¥AE CF%IF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS'000 HK$'000 HKS'000 HK$'000 HK$'000
T Ti#x Tk T T T T Ti#gn T Tign T Ti#gn
(Unaudited)  (Unaudited) ~(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) ~(Unaudited) (Unaudited) (Unaudited) (Unaudited)
CRE®B)  CREHE)  GRE®RE)  CRE%R)  (RERB)  CRE%R)  RE®B)  CRE%R)  GRESH)  CREHFH  GRE®HE)  CREER)
REVENUE Wi
Turnover BEH 8,924 7,634 9,575 64 3,393 9,307 5,549 7675 503 767 27,944 25,447
RESULTS Ed
Segment profit/ LtV
(loss) (E%8) 807 3914 22,121 (9,398) 191 (13,892) 3,369 (8,533) (468) (746) 26,020 (28,655)
Net unallocated FAER X
expenses B (4,511) (767)
Profit/(loss) before Bt itk Fl /
taxation (B#) 21,509 (29422)
Taxation B (1,279) -

Profit/(loss) for miEs,/

the period (E#) 20,230 (29422)
As over 90% of the Group’s turnover and profit/(loss) before F i AR 2 T 90% LA I %8 35 48 T o B I U6k
taxation are derived from Hong Kong, no analysis of F k) B2k 8 & i > Bl e il )
geographical segments has been disclosed in the condensed G A BAHS TR S I R S IR A ER 2 Ar T e

consolidated financial statements.
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Notes to the Unaudited Condensed Interim Financial Report (continued)

For the six months ended 30 June 2006

AR T A% B W o 30T I 5 A B )

BWEZFEFNENHA=Z1THILANAH

TURNOVER 3. BEM
Revenue from the following activities has been included in PATN 65 B s il 4 7 A8 368
turnover:
Six months ended
30 June
BEANH=ZTHILAMA
2006 2005
ZRENE sy
(Unaudited) (Unaudited)
(REEHEB) (RREHFZ)
HKS$’000 HK$'000
T#x T
Commission income and handling A K
fee income FHEEWRA 3,393 9,307
Interest income from AH U & H 2 FLE A
Bank AT 1,148 64
Margin clients fFR&EF 5,549 7,675
Loan receivables JRE Wi B R 8,924 7,634
Sales of trading listed securities A bR 8,427 -
Asset management and K
advisory fee income EHEE- LN 503 767
27,944 25,447
Interim Report 2006
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Notes to the Unaudited Condensed Interim Financial Report «continued)

For the six months ended 30 June 2006

R K8 T A% 1 W e BT S 85 S B

HWEZFEFENENA =T HIEAMEA

4. OPERATING PROFIT/(LOSS) BEFORE TAX

The Group’s operating profit/(loss) is stated after charging the

4. BRBiniZEBEMN, S Ok#)

ALEM 2 B (1R) BIlHTCm

following: B DL 25 08 -
Six months ended
30 June
BEAHA=ZTHIEAMA
2006 2005
“EEANE “EELEF
(Unaudited) (Unaudited)
(REHEB) (R # %)
HKS$’000 HK$’000
T# L T#IT
Auditors’ remuneration A% S Y < 204 124
Operating lease rentals in respect of WMAZEYERTRELZ
office premises and warehouse LM EM4a 2,768 2,611

5. TAXATION

Hong Kong profits tax has been provided at the rate of 17.5%
(2005: Nil) on the estimated assessable profits for the six months

5. BiM

FEHBAERIARERE TR ANEANH
= H 1k SR AT RE SRR A% 17.5%

ended 30 June 2006. ZBUR (R E AL M) /B
Six months ended
30 June
BEAA=ZTHILAEA
2006 2005
ZRBANAE CTEREIA
(Unaudited) (Unaudited)
(REHEE) (KRB )
HK$’000 HK$'000
T#T T T
Current tax A B I
Hong Kong profits tax 7 o A 15 B 1,279 -
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Notes to the Unaudited Condensed Interim Financial Report (continued)

For the six months ended 30 June 2006

AR T A% B W o 30T I 5 A B )

BWEZFEFNENHA=Z1THILANAH

DIVIDEND 6. K
The Board does not recommend the payment of an interim ARG R IR R BT NEN
dividend in respect of the six months ended 30 June 2006 (2005: HZTHIESMA Z F IR (ZFF R
HK$ Nil). WD) -
EARNINGS/(LOSS) PER SHARE 7. WREA O
The calculation of basic and diluted earnings per share are T JRO R A T 28 ) 0 e A N W AR
based on the profit attributable to equity holders of the A N HE A& Yt F1120,230,0000 7T (. F
Company of HK$20,230,000 (2005: loss of HK$29,422,000). A 5 $H29,422,000% 7€) FE o
(a) The basic earnings per share is based on the weighted (a) BWBREAZHIRERE —F
average number of 3,305,773,000 (2005: 3,000,000,000) FEAH=FTHIEAMA E%é‘ﬁ L]
ordinary shares in issue during the six months ended 30 J§ 2 i HE-~T- ¥4 %3,305,773,000% (-
June 2006. % A4 1 3,000,000,000/%) F75E -
(b) The diluted earnings per share for the six months ended (b) #WEZFLNENA =1 HIEASMR
30 June 2006 is based on 3,438,191,000 (2005: N/A) ordinary Az & K8 &% AT R B
shares which is the weighted average number of ordinary 3,438,191,000/% (—FF L4 A
shares in issue during the period plus the weighted average ) i (B 2 AT Sz
number of 132,418,000 ordinary shares deemed to be issued TRET- 80 > 53 A i B A i R AT
at no consideration if all outstanding options had been A6 MR AT T Ry A 2 S % AT
exercised. 2.132,418,000/1% 3% 48 ikt 2 i -7 34
HEt e
8. TRADE RECEIVABLES 8. MEMW B B MRk
At 30 June At 31 December
2006 2005
R TRBANE [ 2 S S
AA=Z=FTH +-A=+—H
(Unaudited) (Audited)
(R ()
HK$’000 HK$’000
T#1 T T
Margin client receivables, net JEWC T R % 5 3K 5 A 23,534 43,745
Other client receivables, net JE Wﬁ\ﬁﬂg F" IERE 9,997 4,465
Broker receivables JEM RS A 517 387
Amounts due from clearing houses JRE i 55 5 F)f ﬂlﬁ 1,460 805
Loan receivables, net JE i B R AR 311,744 234,097
Loan interest receivables, net JE iz 5 ORI B VR A 10,400 7,519
357,652 291,018
Interim Report 2006
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Notes to the Unaudited Condensed Interim Financial Report «continued)
For the six months ended 30 June 2006

7 A8 4% T W vb 3 B 2k B R )

HWEZFEFENENA =T HIEAMEA

TRADE RECEIVABLES (continued)

Margin client receivables are repayable on demand, bear interest
at prevailing market rates and are secured by clients’ securities
listed on the Stock Exchange of Hong Kong Limited (the
“SEHK”) with a market value of approximately HK$69,882,000
as at 30 June 2006 (31 December 2005: HK$94,305,000). No aged
analysis is disclosed for margin client receivables as, in the
opinion of the directors of the Company (the “Directors”), the
aged analysis does not give additional value in view of the
nature of business of securities margin financing.

The settlement terms of other client receivables, broker
receivables and amounts due from clearing houses are one to
two days after the trade date. The age of these balances is
within 30 days.

Included in the above client receivables as at 31 December 2005
are the accounts of associates of a Director of approximately
HK$8,788,000 (30 June 2006: HK$Nil). The amounts due from
the associates are of similar trading terms as the other clients.
The balance was fully repaid during the period.

Included in the above loan receivables as at 30 June 2006 is the
account of a company which is in liquidation of approximately
HK$2,640,000 (31 December 2005: HK$2,640,000). The loan was
secured by listed securities in Hong Kong which has a market
value well above the outstanding balance as at 30 June 2006.

JE W BB MRk ()

JRE WS T Ji %5 5 3 T A B SRR 1B 0 -
el B R s R M LR B A S 5 A
BRAF ([WECHT]) iz %P i 51E L
HEA > %4 R i R NENH =1 H
2 T {H 769,882,000 ¢ ( —~FEF LA+
ZH =+ H :94,305,000i5 JC.) ° H FA A
ANEIER ([EF]) RBERB S RAME
FEHMEE > B M1 2 38 A K B
S B % IR AT R K RO 2 RS 4 AT
Lo

JRE i FE At 2 5 5 I B A A A I % B
HEMFEZ G AR AEZ S AR — 2
K o M0 A &5 8% 2 BRI 430K 1Ay -

PR R RRAET A= HZE
WEFREQRE R — 2 EF B8 A
+ 2 83K 48,788,0007 7T ( ZF L NAEN
H=Z1H FHso0) o U 8 A1 2 5KIH
ST 2 28 5 Ao B ADL % 5 AR 3 o 5%k
TH A A T 2 0 o

Ll T EXNEANA S+ B 2 R
RO — R EETE R AR Z &
K #)2,640,0008 70 (ZFE AR H =
+— H :2,640,000% JT) © 3% 55 QK DL
TR SR S A T E R N
HEARAZTHZ MR ERGE
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Notes to the Unaudited Condensed Interim Financial Report (continued)
For the six months ended 30 June 2006

AR T A% B W o 30T I 5 A B )

BWEZFEFNENHA=Z1THILANAH

TRADE RECEIVABLES (continued) 8. MEWCR B Wk an)
The remaining maturity of loan receivables as at 30 June 2006 R EENEANHZAH - BICERZ
is as follows: B H WF
At 30 June At 31 December
2006 2005
B RENE AR ETAF
AA=Z1TH +TZH=+—H
(Unaudited) (Audited)
(RBER) (8 H %)
HK$’000 HK$000
T# L T
Three months or less = A SLLN 196,872 124,090
One year or less but —AE LA HE
over three months =M AL 112,232 110,007
Over one year — 4P 2,640 -
311,744 234,097
BANK BALANCES AND CASH BT BEBE
At 30 June At 31 December
2006 2005
RZRNE A ZFEE T
AA=Z1TH +TZH=+—H
(Unaudited) (Audited)
(RBER) (8% %)
HK$’000 HK$’000
T#T T#H T
Bank balances SRAT &5 Bk
- general accounts —— RS 140,791 4,995
- segregated accounts —BLHRF 15,268 22,161
Cash in hand FHEB 4 26 26
156,085 27,182
Interim Report 2006
ZERNAF P ECE




Notes to the Unaudited Condensed Interim Financial Report «continued)

For the six months ended 30 June 2006

R K8 T A% 1 W e BT S 85 S B

HWEZFEFENENA =T HIEAMEA

10. TRADE PAYABLES

10. MEAT B 5 WAk

At 30 June At 31 December

2006 2005
R RERNE I S S T
KAZ+H A=A
(Unaudited) (Audited)
(REHE) (KEH %)
HKS$’000 HK$°000
T#x T#IT
Margin client payables AT Ff % P A 3,432 6,056
Other client payables JEE AT HA % 5 R E 20,180 18,507
23,612 24,563

Margin client payables and other client payables are repayable

on demand and bear interest at prevailing market rates. No

aged analysis is disclosed for margin client payables and other

client payables as, in the opinion of the Directors, the aged

analysis does not give additional value in view of the nature of

business of securities margin financing and broking.

The settlement terms of broker payables are one or two days

after the trade date. The age of these balances is within 30

days.

REXCAPITAL Financial Holdings Limited
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Notes to the Unaudited Condensed Interim Financial Report (continued)
For the six months ended 30 June 2006

AR T A% B W o 30T I 5 A B )

BWEZFEFNENHA=Z1THILANAH

11. SHARE CAPITAL 11. AR
Authorized: e
Ordinary shares of HK$0.01 each
A B i 4L 0.0198 ST 2 % 0 JBt
Number of shares HK$
Jbe B ¥ H oo
At 31 December 2005 REFFRFET A=+ —HK
and at 30 June 2006 REFTNFEARAZH 20,000,000,000 200,000,000
Issued and fully paid: O RMR:
Ordinary shares of HK$0.01 each
4 B i 4L 0.01988 ST 2 % 0 JBt
Number of shares HK$
Jbe £ ¥ H oo
At 31 December 2004 AOERENEF A=A R
and at 31 December 2005 RE-FEFRFETZH=+—H 3,000,000,000 30,000,000

Placing and subscription (note (1)) & KR W& (Bf 7t (a)) 600,000,000 6,000,000

Exercise of share options (note (b)) 47 f# B HE (Bt 7# (b)) 56,000,000 560,000

At 30 June 2006 W ERENENHAHZTH 3,656,000,000 36,560,000

Notes: Pt -

(a) During the period, the Company issued 600,000,000 new shares (a) AN AN FRGEH WA TN =
of HK$0.01 each at a price of HK$0.2 per share pursuant to a A=+ =Bzl ek DL 0.2 Tt 2
subscription agreement dated 23 March 2006. Details of which {8 4% %% 47 600,000,000 8¢ 45 ¢ 1 {1 0.01 #5
are set out in the circular of the Company dated 12 June 2006. TC 2 B - AT TR R OB AR 2 R

FRNENA T H gl 2@ -

(b) 56,000,000 new shares of HK$0.01 each were issued and allotted (b)  HIN s PR AS 28 6] T 452 Ji o M A4 47 o i 4
during the period upon exercise of share options granted by the AT B T %% 56,000,000/8 4 J1% T {£0.01 75 7T
Company. Z R e

12. COMPARATIVE AMOUNTS 12. gy

Certain comparative amounts have been reclassified and LT HRBTFCEN B RES] TS

restated to comply with the new and revised HKFRSs’ HRT S ARAE RT 2 A s B i e I 2 A

requirements and conform to the current period’s presentation. E KA AW 2 251 o
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Notes to the Unaudited Condensed Interim Financial Report «continued)
For the six months ended 30 June 2006

7 A8 4% T W vb 3 B 2k B R )

HWEZFEFENENA =T HIEAMEA

13. CONTINGENT LIABILITIES 13. AR AL
The Group has no significant contingent liabilities as at 30 June R EENEANHZAH AL
2006 (31 December 2005: HK$Nil). KERAME (CFEFHLFE+TH =1T—

H Rl 5E) -

14. COMMITMENTS 14. 7&¥S
Operating lease commitment RERKRYE
As at 30 June 2006, the Group’s future aggregate minimum R CEENEANHZ A AEIREAR
lease payments under non-cancellable operating leases are AT K TH 4 2 R AR R A e IR A 46 4R
payable as follows: AN

At 30 June At 31 December
2006 2005

R REANE = 5 i 2
AH=ZTH +-A=+—H

(Unaudited) (Audited)
(REHEB) (R %)
HK$’000 HK$'000
T# L T#IT
Land and buildings & R A
Within one year — A 4,209 5,689
In the second to fifth year inclusive 5% — 4 £ 5 T4 (G4 B W 4) 5,290 6,592
9,499 12,281
The Group leases office premises under operating leases. The A AR R A T A R S E W T
leases run for an initial period of one to six years. The leases P ETAIWI W — BN AR AR
do not include any contingent rentals. FEAT A SR A 4
Capital commitment A TR
Pursuant to the agreement dated 15 March 2006 in relation to R ZFFNFEZ A+ H S
the acquisition of Multi Glory Limited, the Group is required Multi Glory Limitedfii FIOL 2 Mk AR
to make a capital contribution of RMB27 million into the L 1) R N i S R O A PR R 2
registered capital and reserves of Shenzhen Sinodata Technology A M A R A A 4 AR 527,000,00078
Co., Ltd.. As at the date of this report, the Group has not yet U A H L A 4R i R
made such capital contribution. PR HEE -

REXCAPITAL Financial Holdings Limited
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Notes to the Unaudited Condensed Interim Financial Report (continued)
For the six months ended 30 June 2006

AR T A% B W o 30T I 5 A B )

BWEZFEFNENHA=Z1THILANAH

15. RELATED PARTY TRANSACTIONS 15. B A L35
Details of the Group’s significant transactions with the following A S [ A A S [R] G B LT BN AT
related parties during the period are as follows: R A Gy 2 A A 0 T
Six months ended
30 June
BEAH=ZTHILAHMA
2006 2005
TRENE “ERIAE
(Unaudited) (Unaudited)
(R B (R & #A%)
HK$'000 HK$’000
T#T T #E 7T
Associates of a Director HHRZHGEAL
Commission, fee and BE MG KEH AN
interest income arising from 2 R ALE A 245 483
futures and securities trading
In the opinion of the Directors, including the independent non- R (LB ERITES) B b
executive Directors, the above transactions were entered into 5 T A SE B H R E R R E
in the Group’s ordinary course of business and on normal P 2 AT
commercial terms.
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FINANCIAL RESULTS

For the six months ended 30 June 2006, the Group achieved an
encouraging result. During the period, the unaudited profit
attributable to shareholders was HK$20,230,000 (2005: loss of
HK$29,422,000). Turnover rose by HK$2,497,000 to HK$27,944,000
(2005: HK$25,447,000).

BUSINESS REVIEW AND PROSPECTS

For the period under review, the Group was engaged in the provision
of financial services, including money lending, investment trading
and holding, broking, securities margin financing and asset
management. In order to diversify its business, the Group has been
exploring investment opportunities in China.

Money Lending

Interest income earned from money lending business in the period
accounted for 32% (2005: 30%) of the Group’s turnover. The Group
will continue to adopt a prudent policy in granting of loans and
carry out regular assessment on the creditworthiness of the clients.

Investment Trading and Holding

As a result of the stock market recovered stably in the first half of
2006. The turnover of investment trading and holding segment
increased substantially to HK$9,575,000, representing 34% of the
total turnover and generating a profit of HK$22,121,000. The
substantial increase in turnover and profit was mainly contributed
by an increase in investment activities of HK$8,427,000 and
unrealized gain on securities amounting to HK$15,610,000
respectively. However, given the rising interest rates and buoyant
oil price have been affecting the market sentiment, the Group will
continue to adopt a prudent approach to carry out regular reviews
and assessments of the investment portfolio.

REXCAPITAL Financial Holdings Limited
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S s R RN T > A R B I
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BUSINESS REVIEW AND PROSPECTS (continued)
Broking and Securities Margin Financing

Despite daily average turnover of Hong Kong stock market
sustaining at HK$32 billion level, the market conditions remained
tough in the light of keen competition from local brokerage and
banks. Broking business still faced a challenging time especially
when the Group ‘A’ brokers were dominating the market. Turnover
of the Group’s broking business decreased by 64% to HK$3,393,000,
representing 12% of the total turnover. Turnover of the Group’s
securities margin financing business also decreased by 28% to
HK$5,549,000, representing 20% of the total turnover. Nevertheless,
this segment achieved a profit of HK$3,560,000 which was the result
of net doubtful debts written back amounting to approximately
HK$11,573,000 during the period.

Asset Management

Turnover from this segment accounted for 2% of the Group’s total
turnover. The downturn of the Group’s asset management business
was partially reflected by higher operating cost and the keen
competition in the market. However, Hong Kong is a major asset
management centre in Asia. The Group sees growth potential in
asset management and will continue to identify and accumulate
quality investments.

Acquisition of China Lottery System Developer

In March 2006, the Group entered into an agreement to acquire
Multi Glory Limited, which holds a controlling stake in Shenzhen
Sinodata Technology Co., Ltd. (“Sinodata”), for a total consideration
of HK$227,880,000. Sinodata is one of the largest computer ticket
lottery system and machine providers in China and accounts for
approximately 40% of the total welfare lottery market in 2005 in
terms of the geographical coverage, number of machines deployed
and welfare lottery revenue generated in the provinces covered.
Sinodata has been in operation for over 7 years with growing track
records. It has already deployed over 40,000 lottery machines located
in 13 provinces in China. The transaction was completed in July
2006.

EH LR (41)
B0 R B B 2 7 R ik W

16878 B s J T - 28 89 B 58 4 R A R 3208 b
TR o 5 A 2 T 3 20 B A b RS S5 AT B ER AT
Z B EN T BT DT SR ik 0 o 7 S 3 T iy R
KB AR B A4 T BN G 2 5T e
7 4 [ 58 40 SE A 2 8 SRR 64% 23,393,000
W G AR A 12% o AEHB AT RMYE
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BUSINESS REVIEW AND PROSPECTS (continued)
Placing and Subscription of Shares

On 23 March 2006, the Company, a placing agent and Kingly Profits
Corporation (“Kingly Profits”) entered into a placing agreement,
pursuant to which the placing agent agreed to place, on a best efforts
basis, up to an aggregate of 1,200,000,000 existing shares at the
placing price of HK$0.20 per share (the “Placing Shares”) on behalf
of the Kingly Profits. On the same date, the Company entered into a
subscription agreement with Kingly Profits for the subscription of
up to an aggregate of 1,200,000,000 new shares at the same price per
share. The subscription of the 600,000,000 1st tranche subscription
shares and the 600,000,000 2nd tranche subscription shares were
completed on 4 April 2006 and 12 July 2006 respectively.

Looking Ahead

The Group is principally engaged in the provision of financial
services including broking, securities margin financing, money
lending, investment trading and holding, corporate finance and asset
management. In the past period, the Group has been proactively
identifying suitable investment opportunities to enhance the Group’s
revenue base and profitability. The Directors are of the view that its
investment in Sinodata will provide an exciting opportunity for the
Group to diversify its business into the machines and system supply
section of the welfare lottery market in the PRC. Through the
acquisition and given that Sinodata is one of the leaders in the
supply of machine and system section in the welfare lottery business
in the PRC with it accounting for approximately 40% of the total
welfare lottery market in the PRC, the Directors believe that the
Group’s recurrent income base could be strengthened which would
have a positive impact on the Group’s long term profitability. In
addition, the shareholders’ base of the Company could be further
broadened.

REXCAPITAL Financial Holdings Limited
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BUSINESS REVIEW AND PROSPECTS (continued)
Looking Ahead (continued)

Subsequent to the period end in July 2006, the Group announced
the acquisition of 70% stake in bt 3 48 R 3B A R 2 7] (“Guard
Libang”), one of the leaders in the instant lottery industry in China,
for a total consideration of HK$157,040,000. Leveraging on the
patented 2D barcode anti-counterfeiting technology, Guard Libang
is engaged in projects with 13 provincial and municipal Welfare
Lottery Administration Centres involving the construction of various

instant lottery games ticket issuing and sale administration system.

Meanwhile, the Group extended its business to China sports lottery
system and entered into an agreement to acquire 58% stake in
Shenzhen Kingsail Software Tech. Co., Ltd. (“Kingsail”) for a total
consideration of HK$29,000,000. Kingsail is one of the approved
vendors for the development and production of sports lottery
machine by China Sports Lottery Administration Center. Details of
the above transactions are set out in the Company’s announcements
dated 31 July 2006 and 9 August 2006 respectively.

There is huge growth potential in lottery market in China. The
revenue generated by welfare lottery in the PRC has increased from
RMB22.6 billion in 2004 to RMB41 billion in 2005 (an increase of
approximately 80%). During the first half of the year, the revenue
generated was over RMB23 billion. The Group has confidence in
development and provision of related services of lottery system in
order to capitalize on the fast growing market. The Group is
considering to put in more resources which enables it to offer more
comprehensive and quality services to the lottery market in China,
with a view to enrich the business portfolio.
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FINANCIAL REVIEW

Liquidity, Financial Resources and Funding

At 30 June 2006, the equity attributable to equity holders of the
Company amounted to HK$259,878,000, representing an increase of
HK$145,306,000 or approximately 127% from those of 31 December
2005.

At 30 June 2006, the Group had cash reserves of approximately
HK$156,085,000 (31 December 2005: HK$27,182,000), which included
approximately HK$15,268,000 (31 December 2005: HK$22,161,000)
of clients” funds that were kept in designated segregated bank
accounts. Most of the cash reserves were placed in Hong Kong dollar
short-term deposits with major banks in Hong Kong.

The gearing ratio as at 30 June 2006 was 79% (31 December 2005:
179%). The gearing ratio was derived by dividing the aggregate of
bank borrowings and other borrowings by the amount of
shareholders” equity. The liquidity ratio of the Group, represented
by a ratio between current assets over current liabilities, was 176%
(31 December 2005: 142%), reflecting adequacy of financial resources.

The Group had outstanding bank loan and overdrafts of
approximately HK$204,893,000 as at 30 June 2006 (31 December 2005:
HK$205,580,000). The bank loan and overdrafts were denominated
in Hong Kong dollars, interest bearing at prevailing commercial
lending rates and repayable on demand or within one year. Listed
investments belonging to clients were pledged to secure these bank
loan and overdrafts. These loan and overdrafts were used to finance
the Group’s operations. We expect that all these borrowings will be
repaid by internally generated funds.

During the period, banking facilities were created for the settlement
of cash consideration for the acquisition projects and general working
capital of the Group and were secured by charges over the bank
deposit of approximately HK$123,000,000. As at the reporting date,
no advance has been made under the facilities.

Taking into account the financial resources available to the Group
including internally generated funds and available banking facilities,
the Group has sufficient working capital to meet its present

requirements.

REXCAPITAL Financial Holdings Limited
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FINANCIAL REVIEW (continued)
Pledge of Assets

At 30 June 2006, listed investments belonging to clients and the
Group with total market value of approximately HK$84,098,000
and HK$26,986,000 respectively (31 December 2005: HK$89,042,000
and HK$13,348,000 respectively) were pledged to banks to secure
term loan and overdraft facilities granted to the Group.

Share Capital

During the period, the Company issued 600,000,000 new shares
of HK$0.01 each at a price of HK$0.2 per share pursuant to a
subscription agreement dated 23 March 2006. Details of which are
set out in the circular of the Company dated 12 June 2006.

56,000,000 new shares of HK$0.01 each were issued and allotted
during the period upon exercise of share options granted by the
Company.

Save as the above, there was no change in the share capital structure

of the Company during the period under review.
Exchange Rate Risk

The Group is exposed to a very limited level of exchange risk as the
business transactions of the Group are mainly denominated in Hong
Kong dollars.

Material Acquisitions and Disposals of Subsidiaries

On 15 March 2006, REXCAPITAL Financial Group Limited (“RFGL”),
a wholly-owned subsidiary of the Company, entered into a share
purchase agreement with Magic Dynasty Limited under which RFGL
agreed to acquire the entire issued share capital of Multi Glory
Limited, a company which is holding an indirect interest in 45.436%
of the registered capital of Sinodata. The consideration payable for
the acquisition is HK$227,880,000 which is to be satisfied as to
HK$152,880,000 in cash and as to HK$75,000,000 by the issue of
500,000,000 consideration shares at a price of HK$0.15 per share.
Details of the acquisition are set out in the Company’s circular dated
12 June 2006. The transaction has been completed on 7 July 2006.
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FINANCIAL REVIEW (continued)

Post Balance Sheet Events

On 25 July 2006, Genius Nation Limited (“Genius Nation”), a wholly-
owned subsidiary of the Company, entered into a share purchase
agreement with Gain Silver International Limited under which
Genius Nation agreed to acquire the entire share capital of Happy
Sun Technologies Ltd which, upon completion, will indirectly own
70% of Guard Libang. The consideration payable for the acquisition
is HK$157,040,000 which is to be satisfied as to HK$68,240,000 in
cash and as to HK$88,800,000 by the issue of 240,000,000
consideration shares at a price of HK$0.37 per share. Details of the
acquisition are set out in the Company’s announcement dated 31
July 2006. The transaction has not yet been completed up to the
date of this report.

On 8 August 2006, Huge Top Enterprises Inc., a wholly-owned
subsidiary of the Company, entered into a sale and purchase
agreement with Grand Langley Limited for the acquisition of the
entire issued share capital of Pentium Win Limited at the
consideration of HK$29,000,000. Upon completion of the transaction,
Pentium Win Limited shall be indirectly interested in 58% of the
registered capital of Kingsail. Details of the acquisition are set out
in the Company’s announcement dated 9 August 2006. The
transaction has not yet been completed up to the date of this report.

Human Resources

At 30 June 2006, the Group had 21 employees.

The Group remunerated its employees mainly based on the
individual’s performance and experience. Apart from the basic
remuneration, discretionary bonus and share options may be granted
to eligible employees by reference to the Group’s performance as
well as the individual’s performance.

The Group will continue to emphasise on staff training and total
quality management to better prepare its staff members for the
upcoming changes and challenges in the market and industry.

REXCAPITAL Financial Holdings Limited
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DIRECTORS” AND CHIEF EXECUTIVES’
INTERESTS

As at 30 June 2006, the interests or short positions of the Directors
and chief executives in the shares, underlying shares or debentures
of the Company or any of its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (the
“SFQ”)) as recorded in the register maintained by the Company
pursuant to Section 352 of the SFO or as otherwise notified to the
Company and the SEHK pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) were
as follows:

Long Position in the ordinary shares of HK$0.01 each

(“Shares”) in the Company

Name of Director Number of Shares

R Y EX I I E

MEEEAREAA=ZTH EREREETHA
BRA 2 m s CHAT AT R g o B (O 8 S vB o K
W Bl ([R5 BRG] BXVER) 2k
173~ A B B3 BRARURE RS+ AT R B A 2 R AR
15 8 7 B W 19 365 352 A7 B 2 R 44 i B
R f SR T R B b T A% ] AT R
A2 oy W AR HEST I (AR HEST R ) ZH 5 A7 g A
O ) R A BT 2 R AR B AT

J 7 4y W) 4§ I 0.019 e 5 Bt (T B
frl) 248

Percentage of

Type of interest issued share capital

HREH JBe 4y ¥ H HE 2% 3500 BT AT 4

Chan How Chung, Victor 717,902,690 Interest of controlled 19.64%
(“Mr Chan”) (Note) corporations

BRZZTE ([BRIGAE]) (FftaE) Z LA FRE 4R

Note: Mr Chan was taken to be interested in 717,902,690 Shares by virtue
of his 83.06% attributable shareholding interest in TingKong-
RexCapital Holdings Limited. TingKong-RexCapital Holdings Limited
is a contributory of TKR Finance Limited (“TKR”) (in liquidation),
which had a security interest over such Shares. TingKong-RexCapital
Holdings Limited was owned as to 51.63% by REXCAPITAL Partners
Incorporated and as to 44.34% by Mr Chan. REXCAPITAL Partners
Incorporated was owned as to 75% by Mr Chan.

Save as disclosed above, as at 30 June 2006, none of the Directors or
chief executives had any 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)
as recorded in the register required to be kept under Section 352 of
the SFO or as otherwise notified to the Company and the SEHK
pursuant to the Model Code.

BfFE: & i B 5E 2E 7E TingKong-RexCapital
Holdings Limited#J & i i 3 # 45 /%
83.06% > TingKong-RexCapital Holdings
Limited 7% i 11 28 B 85 A7 BR 22 = (TS50 B 4
BH]) GEMEH) 208N a8 e
6 % 3 A7 PR R o R O A WO s
717,902,690 Bt fi 2 HE i - TingKong-
RexCapital Holdings Limited 51.63%7%
44.34%HE 43 /3 il i REXCAPITAL Partners
Incorporated Fl B 55 4 # 4 - REXCAPITAL
Partners Incorporated 75%1 #i. BT Bf Jic /1= %
Ao

B £ SCRT 48R & Ah > IR R FNEANA =
H - 2% 3 4 5 2 AT BN B R AR 24 R B
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T0) 22 FBe A7 ~ R B M AR R v A T R T
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SHARE OPTIONS

The movements in share options granted under the share option

scheme adopted by the Company on 22 November 2002 (the

“Scheme”) during the six months ended 30 June 2006 are shown

Jik I it

AR R TNEANH =1 H RN R
BARFAREFEZHE+—A T HEM
Z I RERE R ([RZ AT ) ) FT %2 i 0 P e 2 5

below: o
Number of options
Ji JBc B L H
Date of
At Granted  Exercised Lapsed At offerto  Exercise
Category of 1 January during during during 30 June grant of price  Exercisable
participant 2006  the period  the period  the period 2006 options  per Share period
(note) (HKS$)
BREFRALE RERRAHE T B¢ (3
SE AR —“H—H  Bags  WasE BRER ANAZTR &SR AER TAENR
(Wfat) (#7t)
Total employees 30,000,000 - 30,000,000 - - 11/12/2003 0.138  03/01/2004 -
E 02/01/2014
30,000,000 - - - 30,000,000 26/09/2005 0.102  26/10/2005 -
25/10/2015
Other eligible participants 60,000,000 - 6,000,000 - 54,000,000 11/12/2003 0.138  03/01/2004 -
s B2 A 02/01/2014
180,000,000 - 30,000,000 - 150,000,000 26/09/2005 0.102  26/10/2005 -
25/10/2015
Total #% 300,000,000 - 66,000,000 - 234,000,000

Note: The weighted average closing price of the Shares immediately before

the dates on which the options were exercised was HK$0.327.

At 30 June 2006, no Director had any interests in options to subscribe

for Shares. During the six months ended 30 June 2006, no share

options were granted under the Scheme.
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SUBSTANTIAL SHAREHOLDERS

As at 30 June 2006, the interests or short positions of the following

parties (other than a director or chief executive of the Company) in

the shares or underlying shares of the Company as recorded in the

register required to be kept by the Company pursuant to Section

336 of the SFO were as follows:

Long Position in the Shares

FEBR

R ELRNAEARNH Z A H o AL FRE
T 301 B W 19 55 336 o ZEAF B 2 B e T TRt 8%
T T (A R S E AT BN B RS
TR 7 ) e A7 BOAR B B A7 v B A 2 i R

=8/

W B By 2 4 AT

Number of

Approximate

percentage of

Name of Shareholder Nature of interests Shares held issued share capital
1 AT REA
JBe 3K 44 HE 2% 1 B P ke JBe 0y ¥ H BE& 2
Kingly Profits Corporation Beneficial and other interest 1,298,805,635 35.53%
Ry E (Note 1)
(BitaE1)
TKR Finance Limited Security interest 864,102,690 23.64%
(in liquidation) R T HE 25
SR A A IR A R (&)
CITIC Media Group Limited Interest in controlled corporation 500,000,000 13.68%
S SO AL I 4 [ AT FR A A ZHE ] oy wHE 57 (Note 2)
(Bfit2)
Gandhara Master Fund Limited Beneficial 646,625,000 17.69%
H i
Citigroup Inc. Beneficial 254,195,000 6.95%
H i
Indus Capital Partners, LLC Beneficial 180,400,000 4.93%
B (Note 3)
(Bt 3E3)
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SUBSTANTIAL SHAREHOLDERS (continued)

Long Position in the Shares (continued)
Notes:

1. These Shares were held by Kingly Profits Corporation, which was
owned as to 70.18% by King United Agents Limited. King United
Agents Limited was wholly owned by Mr To Shu Fai.

2. These Shares were held by Magic Dynasty Limited which was wholly
owned by CITIC Media Group Limited.

3. These Shares were held by Indus Capital Partners, LLC, which was
owned as to 35.3% by Sheldon Fenton Kasowitz and as to 35.3% by
David Nathan Kowitz.

Save as disclosed above, the register required to be kept under
Section 336 of the SFO shows that as at 30 June 2006, the Company
had not been notified of any other person who had an interest or
short position in the shares or underlying shares of the Company.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'’S LISTED SECURITIES

The Company and its subsidiaries have not purchased, sold or
redeemed any of the Company’s listed securities during the six
months ended 30 June 2006.

MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS

The Company has adopted the Model Code set out in Appendix 10
to the Listing Rules as the code of conduct regarding securities
transactions by the Directors. All Directors have confirmed, following
specific enquiry by the Company, that they have complied with the
required standard set out in the Model Code throughout the six
months ended 30 June 2006.

REXCAPITAL Financial Holdings Limited
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R 2 08 (4
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AUDIT COMMITTEE

The audit committee has reviewed with the management the
accounting principles and practices adopted by the Group and
discussed internal controls and financial reporting matters including
the review of the unaudited interim financial statements for the six
months ended 30 June 2006.

REMUNERATION COMMITTEE

The Remuneration Committee of the Company was established, with
specific terms of reference in compliance with the Code of Corporate
Governance Practices as set out in Appendix 14 to the Listing Rules.
The Committee is responsible for making recommendations to the
board on the Company’s policy and structure for all remuneration
of Directors and senior management and to determine the specific
remuneration packages and conditions of employment for the
Directors.

CODE ON CORPORATE GOVERNANCE
PRACTICES

None of the Directors is aware of any information which would
reasonably indicate that the Company is not, or was not, throughout
the six months period, in compliance with the Code on Corporate
Governance Practices as set out in Appendix 14 to the Listing Rules,
except that the Code Provision A.4.1 requires that non-executive
directors should be appointed for a specific term, subject to re-
election. Currently the non-executive Directors are not appointed
for a specific term, but are subject to retirement by rotation at the
Company’s annual general meeting as specified in the Company’s
bye-laws (the “Bye-laws”).

wEZAA

FREB GO G R E G FH AL RN
B I R A 1 S o A P A ) B S R R
FHEEEREE _FTAFEANA=Z1HIE
AN H 22 ok K838 % B R

HMERE

Ao F C AR T ZE B A IR BT
BiF gk - VU o s 2 A S I R S B
ZHERGHE-ZZ R AR MEFTGRNAH
TR R AR BN B IR N 2 BUR R
AR Ak N R R AL S R
P

Ab SRR B R

MR R B AR T E RS PR > AR RN
A8 393 1 22 A ] BRS F] SIE 4 BB S S TR
FUJ A 5k - O o s 2 A S A 3 R ST B <
P SCA AR RUE JE BT B F RIS E AR &
A > 3l 76 B 98k o B R > JF B AT B A E AT
WY M AR IR A A Al 2 o m AR (T 2 /] A
HIL) Z B AR R 2 e AU A R 1 e
o

ofF
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CODE ON CORPORATE GOVERNANCE
PRACTICES (continued)

In order to ensure compliance with the Code Provisions and
consistency with the Bye-laws, a special resolution was passed at
the 2006 annual general meeting held on 19 June 2006 to amend the
Bye-laws to the effect that:

(a) Atany general meeting on a show of hands every shareholder
who is present in person or by a duly authorized corporate
representative or by a proxy shall have one vote.

(b) All Directors appointed to fill a casual vacancy should be subject
to election by shareholders at the first general meeting after
their appointment. Every Director, including those appointed
for a specific term, should be subject to retirement by rotation
at least once every three years.

By order of the Board

Chan How Chung, Victor
Director

Hong Kong, 28 September 2006
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