
日東科技 控股 有限公司
（於百慕達註冊成立之有限公司）

（ ）

Interim Report 2006

Sun East Technology (Holdings) Limited
(Incorporated in Bermuda with limited liability)

Stock Code: 365

中期業績報告 2006

股份代號: 365



1

Sun East Technology (Holdings) Limited

Interim Report 2006

The Board of Directors (“the Board”) of Sun East Technology (Holdings) Limited (“the Company”)

announces the unaudited consolidated results (“the Unaudited Results”) of the Company and its

subsidiaries (collectively, “the Group”) for the six months ended 30 September 2006 (“the Period”). The

Unaudited Results have not been audited, but have been reviewed by the Company’s Audit Committee

on 20 December 2006:

CONDENSED CONSOLIDATED INCOME STATEMENT

Six months ended

30 September

2006 2005

(Unaudited) (Unaudited)

Notes HK$’000 HK$’000

REVENUE 3 300,881 272,306

Cost of sales (243,362) (226,094)

Gross profit 57,519 46,212

Other income and gains 815 1,165

Selling and distribution expenses (16,476) (8,409)

General and administrative expenses (28,051) (35,520)

Finance costs 4 (884) (724)

Share of results of:

A jointly-controlled entity 213 (757)

An associate – (12)

PROFIT BEFORE TAX 5 13,136 1,955

Tax 6 (3,173) (962)

PROFIT FOR THE PERIOD

ATTRIBUTABLE TO EQUITY HOLDERS 9,963 993

Interim dividend 7 – –

EARNINGS PER SHARE 8

– Basic 2.66 cents 0.26 cents

– Diluted N/A N/A
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CONDENSED CONSOLIDATED BALANCE SHEET
30 September 31 March

2006 2006
(Unaudited) (Audited)

Notes HK$’000 HK$’000

NON-CURRENT ASSETS
Property, plant and equipment 135,973 139,895
Investment property 2,020 2,020
Prepaid land lease payment 6,672 6,752
Intangible assets 2,901 5,967
Interest in a jointly-controlled entity 7,826 5,570
Interest in an associate 1,010 1,010
Other deposits and receivables – 1,850

156,402 163,064

CURRENT ASSETS
Inventories 101,567 94,958
Accounts receivable 10 134,286 95,713
Prepayments, deposits and other receivables 16,892 23,676
Pledged cash and bank balances 45,470 2,000
Cash and cash equivalents 27,236 70,742

325,451 287,089

CURRENT LIABILITIES
Accounts and bills payable 11 92,686 84,528
Accruals and other payables 44,058 41,354
Interest-bearing bank and other borrowings 26,652 21,201
Tax payable 32,961 22,011
Amount due to directors 7 383

196,364 169,477

NET CURRENT ASSETS 129,087 117,612

TOTAL ASSETS LESS CURRENT LIABILITIES 285,489 280,676

NON-CURRENT LIABILITIES
Interest-bearing bank and other borrowings – 6,778
Deferred tax liabilities 3,365 3,896

3,365 10,674

282,124 270,002

CAPITAL AND RESERVES

Issued capital 12 37,500 37,500

Reserves 244,624 232,502

282,124 270,002
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES
IN EQUITY – UNAUDITED

For the six months ended 30 September 2006
Reserve

and
Issued Share Share Asset Exchange enterprise
share premium option Contributed revaluation fluctuation expansion Retained Proposed

capital account reserve surplus reserve reserve funds profits dividend Total
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

At 1 April 2006 37,500 85,650 4,992 4,800 7,053 2,113 1,969 125,925 – 270,002

Net profit for the period – – – – – – – 9,963 – 9,963
Interim dividend – – – – – – – – – –
Final dividend – – – – – – – – – –
Translation differences

arising on consolidation – – – – – 2,159 – – – 2,159

At 30 September 2006 37,500 85,650 4,992 4,800 7,053 4,272 1,969 135,888 – 282,124

For the six months ended 30 September 2005
Reserve

and
Issued Share Share Asset Exchange enterprise
share premium option Contributed revaluation fluctuation expansion Retained Proposed

capital account reserve surplus reserve reserve funds profits dividend Total
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

At 1 April 2005 37,500 85,650 – 4,800 9,831 119 1,969 163,105 9,375 312,349

Net profit for the period – – – – – – – 993 – 993
Interim dividend – – – – – – – – – –
Final dividend – – – – – – – – (9,375 ) (9,375 )
Translation differences
  arising on consolidation – – – – – 1,321 – – – 1,321
Equity-settled share option

arrangement – – 4,992 – – – – – – 4,992

At 30 September 2005 37,500 85,650 4,992 4,800 9,831 1,440 1,969 164,098 – 310,280
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT

Six months ended

30 September

2006 2005

(Unaudited) (Unaudited)

HK$’000 HK$’000

NET CASH INFLOW FROM OPERATING ACTIVITIES 7,537 14,468

Net cash outflow from investing activities (5,009) (1,273)

Net cash outflow from financing activities (1,327) (13,048)

INCREASE IN CASH AND CASH EQUIVALENTS 1,201 147

Cash and cash equivalents at beginning of period 72,742 70,594

Effect on foreign exchange rate changes, net (1,237) 458

CASH AND CASH EQUIVALENTS AT END OF PERIOD 72,706 71,199

ANALYSIS OF BALANCES OF CASH AND

CASH EQUIVALENTS

Cash and bank balances 27,236 59,466

Non-pledged time deposits with original maturity

of less than three months when acquired – 9,733

Time deposit with original maturity of less than

three months when acquired, pledged as security

for trade finance facilities – 2,000

Cash and bank balances pledged as security

for trade finance facilities 45,470 –

72,706 71,199
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS
1. PRINCIPAL ACTIVITIES

The principal activities of the Group comprise the design, manufacture and distribution of
production line and production equipment and distribution of brand name production equipment.

2. PRINCIPAL ACCOUNTING POLICIES

This unaudited condensed consolidated interim financial information is prepared in accordance
with Hong Kong Accounting Standard (HKAS) 34 “Interim Financial Reporting” issued by the
Hong Kong Institute of Certified Public Accountants and Appendix 16 of the Listing Rules of The
Stock Exchange of Hong Kong Limited.

The accounting policies and methods of computation used in the preparation of this condensed
consolidated interim financial information are consistent with those used in the annual financial
statements for the year ended 31 March 2006, except that the Group adopted all the new
standards, amendments to standards and interpretations (new/revised HKFRSs) which are
effective for accounting periods commencing on 1 April 2006. The adoption of these new/
revised HKFRSs did not have material financial impact to the result of the Group.

3. SEGMENT INFORMATION

The following table presents revenue and results for the Group’s business segments.

Production lines and Brand name
production equipment production equipment Consolidated

Six months ended Six months ended Six months ended
30 September 30 September 30 September
(Unaudited) (Unaudited) (Unaudited)

2006 2005 2006 2005 2006 2005
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Segment revenue 194,713 174,576 106,168 97,730 300,881 272,306

Segment results 3,071 (1,868 ) 14,197 14,366 17,268 12,498

Interest and
unallocated income 788 295

Unallocated expenses (4,249) (9,345 )
Finance costs (884) (724 )
Share of results of

a jointly-controlled 213 (757 )
entity

an associate – (12 )
Tax (3,173) (962 )

Net profit for the
period 9,963 993
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4. FINANCE COSTS

Six months ended
30 September
2006 2005

(Unaudited) (Unaudited)
HK$’000 HK$’000

Interest on bank loans and overdrafts wholly
repayable within five years 841 667

Interest on finance leases 43 57

884 724

5. PROFIT BEFORE TAX

Six months ended
30 September
2006 2005

(Unaudited) (Unaudited)
HK$’000 HK$’000

Profit before tax has been arrived at after charging:
Cost of inventories sold and services provided 243,362 226,094
Depreciation 7,676 6,375
Amortisation of technical know-how 2,990 2,750

Staff costs (including directors’ remunerations)
– wages and salaries 21,308 19,641
– retirement benefits scheme contributions 445 429

6. TAX

Six months ended
30 September
2006 2005

(Unaudited) (Unaudited)
HK$’000 HK$’000

Hong Kong 3,531 –
Elsewhere 173 962
Deferred (531) –

Tax charge for the period 3,173 962
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Hong Kong profits tax has been provided at the rate of 17.5% on the estimated assessable
profits arising in Hong Kong during the period (2005: Nil). Taxes on profits assessable
elsewhere have been calculated at the rates of tax prevailing in the jurisdictions in which the
Group operates, based on existing legislation, interpretations and practices in respect thereof.

As at 30 September 2006, there was no significant unprovided deferred tax liability (2005:
Nil).

7. INTERIM DIVIDEND

The Board has resolved not to declare any interim dividend for the six months ended 30
September 2006 (2005: Nil).

8. EARNINGS PER SHARE

The calculation of basic earnings per share is based on the net profit attributable to equity
holders for the period of approximately HK$9,963,000 (2005: HK$993,000), and the
weighted average number of 375,000,000 (2005: 375,000,000) shares in issue during the
period. Diluted earnings per share has not been calculated as no diluting event existed during
the period.

9. RELATED PARTY TRANSACTIONS

There is no significant related party transaction during the period ended 30 September 2006.

10. ACCOUNTS RECEIVABLE

The Group’s trading terms with its customers are mainly on credit, except for new customers,
where payment in advance is normally required. The normal credit period granted by the Group
to its customers ranges from 30 to 180 days.

An aged analysis of the accounts receivable balance as at the balance sheet date, based on the
invoice date, is as follows:

30 September 31 March
2006 2006

(Unaudited) (Audited)
HK$’000 HK$’000

Within 90 days 77,623 49,017
91 to 120 days 7,876 7,931
121 to 180 days 12,075 8,340
181 to 360 days 23,940 19,970
Over 360 days 12,772 10,455

134,286 95,713
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11. ACCOUNTS AND BILLS PAYABLE

An aged analysis of the accounts and bills payables balance as at the balance sheet date, based on
the invoice date, is as follows:

As at As at
30 September 31 March

2006 2006
(Unaudited) (Audited)

HK$’000 HK$’000

Within 90 days 72,379 56,104
91 to 120 days 6,705 8,410
Over 120 days 13,602 20,014

92,686 84,528

12. SHARE CAPITAL

As at As at
30 September 31 March

2006 2006
(Unaudited) (Audited)

HK$’000 HK$’000

Authorised:
2,000,000,000 ordinary shares of HK$0.10 each 200,000 200,000

Issued and fully paid:
375,000,000 ordinary shares of HK$0.10 each 37,500 37,500

13. CONTINGENT LIABILITIES

As detailed in the Company’s 2006 Annual Report, 廣州寶龍集團輕型汽車製造有限公司
（「寶龍」） has filed a civil complaint against a subsidiary of the Company (the “Action”)
claiming, among other things, RMB1,000,000 as compensation. The subsidiary was defending
against the Action and had counter-claimed 寶龍 approximately RMB6,116,000 as compensation.
In October 2006, it was held by the Intermediate People’s Court of Guangzhou, Guangdong
Province, the PRC that 寶龍  should within 10 days from the date of the judgment pay to the
subsidiary a sum of RMB3,487,280 together with interests and the subsidiary has applied to the
court for enforcement of the judgment. Accordingly, the Directors consider that no further
material liability will result therefrom.
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14. SUBSEQUENT EVENT

On 17 November 2006, it was announced that the Company proposed to raise approximately
HK$17,100,000 after expenses by way of a rights issue of 150,000,000 shares at a price of
HK$0.12 per share on the basis of two shares for every five existing shares of the Company (the
“Rights Issue”). The net proceeds from the Rights Issue are intended to be utilised as the
Company’s general working capital. It is expected that the Rights Issue will be completed on 9
January 2007.

BUSINESS REVIEW AND OUTLOOK

Turnover for the period amounted to approximately HK$301 million (30 September 2005: HK$272

million), representing an increase of 11% as compared to that of the same period of the previous year.

Gross profit amounted to HK$58 million, representing an increase of 24% as compared to that of the

same period of the previous year. Profit attributable to equity holders amounted to approximately

HK$9,963,000 for the period (30 September 2005: HK$993,000).

During the period, the Group adopted various measures to adjust and improve its business in response

to changes of market environment and industry development. These include strengthening marketing and

expansion efforts as to accelerate industrial deployments in emerging economic regions such as the

Yangtze River Delta; strengthening cooperation with Samsung Techwin of Korea as well as domestic and

overseas research institutes as to enhance product quality and technological development capability;

implementing an overall budget management system and tightening control over manufacturing costs

and operation expenses, and strengthening the management team by continuously recruiting quality

technical and managerial staff. After half year’s efforts, the Group’s main operation divisions have

recorded improved business performance and made a turnaround from loss to profit.
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BUSINESS REVIEW

The Group enjoys a leading position in China as a manufacturing enterprise of intelligent electronic

equipment and supplier of manufacturing solutions on automatic electronic products. For electronic

assembly equipment business, the Group has strived to continuously enhance competitiveness and

profitability through:

a. Strengthening marketing and expansion efforts as to accelerate industrial

deployments in emerging economic regions

To enhance marketing and expansion capability, the Group has adjusted its sales system

structure and marketing strategy, and carried out strategic consolidation over its existing products

with a strategy combining brand management, high added-value, large clients and standardized

production. The Group also recruited specialized business development managers, introduced a

client relationship management (CRM) system and established training programs and incentive

schemes for sales staff, which effectively contributed to the increase in market share.

Meanwhile, the Group accelerated industrial deployments and business expansion into emerging

economic regions such as the Yangtze River Delta and the Beijing-Tianjin-Tangshan economic

zone around the Bohai region, as well as actively built up overseas sales channels, which

effectively expanded the Group’s business scopes and subsequent development potential.

b. Strengthening technological research and development and cooperation as to

enhance product quality and technological development capability

The Group jointly established the Shenzhen Samsung Surface Mounting Technology (SMT)

Technology Center（深圳三星SMT技術中心）with Samsung Techwin of Korea. Specialists were

sent by Samsung Techwin to Sun East on long-term basis to provide excellent pre-sale product

planning, after-sale solutions, technical support and trainings for clients. This enhanced clients’

confidence in the pick and place machines of Sun East and Samsung apart from solidifying the

cooperation with these long-standing clients.

To further upgrade the products’ technological level and consolidate its leading market position,

the Group formed partnership with various renowned universities and high-tech companies in

China and abroad. The Group cooperated with the Chinese University of Hong Kong to develop

intelligent temperature control systems for the reflow system to improve the real-time temperature

control system for the new-generation of reflow soldering equipment. The Group also developed

core modules for high-speed precision movement control system and 3D high-definition graphic

identification system jointly with universities and colleges including Beijing Han Wang

Technology Co. Ltd, and it will transplant such core modules to a new-generation of soldering

machines and screen printers etc as to enhance the movement control precision and graphic

identification capabilities of Sun East products.
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c. Create further streams of profit growth by developing new products and

introducing new products for distribution

To cater for market demand and provide the most satisfactory soldering equipment for EMS

enterprises, the Group has developed the Genesis lead-free hot-air reflow system. With a

powerful dual-module cooling system and all-stainless-steel solder recycling system, the product

effectively alleviates high-temperature impact from lead-free solder and solder pollution,

enhances product quality and achieves green production.

The newly developed Peak350 fully-automatic lead-free wave soldering system is a new all-

around module design and intelligent convey system. Clients benefited from with lower operating

costs and increased market competitiveness through switching to a lead-free manufacturing

process, which was achieved by individual module replacements and easy equipment

maintenance with less product oxidation. The two new types of tin soldering equipment have

become the Group’s new streams of profit growth.

In addition to the demand for lead-free green soldering production, electronic products also

require increasingly high technological precision and quality as they become increasingly micro

and light-weighted. Sun East timely introduced the high-precision AOI (Automatic Optic

Inspection) equipment from Israel, which both met clients’ demanding requirement for soldering

techniques and enhanced the technological level of the turn-key solution for Sun East SMT

production lines.

For automated production line business, the Group’s products of automated warehouses, system

integration and convey system sieve products achieved more technological contents and further

improved functions through the control of critical technical check-points, and the implementation of

standardization and regulation. The products were awarded ‘Renowned Logistics Brands in China for

Year 2006-2007’（2006-2007年度中國物流知名品牌）by the authoritative logistics technological association

in China. The Group aimed to generate more profit from the automated production line solution business

with its existing market and brand advantages.

For sheet metal fabrication, apart from supplying metal parts for internal consumption, the sheet metal

fabrication business has been manufacturing metal parts for various world-renowned clients in Japan

and the United States. During the review period, sheet metal fabrication business recorded strong

growth in Europe, in addition to the well-established conventional markets in Japan and the United

States. Through the addition of intelligent soldering robots equipment, the sheet metal fabrication

workshops have relied less on workers while the quality and efficiency for the sheet metal fabrication

process were raised, and it is now capable of handling orders of large quantity, better quality and high

added value.
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PROSPECTS

Development of SMT and the entire electronic packaging technology are enormously driven by the

emergence of micro systems such as micro electronic components, system integration plan (SIP)

integrated circuits, Micro Electro-Mechanical Systems (MEMS) and Micro Optical Electro-Mechanical

Systems (MOEMS) etc. To capitalize on the development trend and capture the huge business

opportunity, the Group has increased investment in the SMT manufacturing equipment technology.

Meanwhile, the Group actively cooperated with a Korean partner in manufacturing whole sets of TFT-

LCD manufacturing equipment. In view of technological advancement in electronic products such as

video handsets, broad-cast television, MP4 and 3G handsets in China, and the wide application of the

new generation of high-definition module technology in such products, with its existing COG and COF

rear-end equipment, the Group has accelerated the introduction of TFT-LCD equipment technologies in an

effort to securing its position in the FDP panel display equipment market in China.

The Group will continue to consolidate its sales system and teams, improve and enrich the existing

product lines and steadily enhance the Group’s share in electronic manufacturing equipment market.

Meanwhile, the Group will actively expand the precision manufacturing business, accomplish adjustment

and transformation toward a strategy of attaining medium to high technological level and high value-

added products, in order to reinforce the Group’s overall profitability and bring promising investment

returns to the shareholders.

LIQUIDITY

As at 30 September 2006, the Group had net current assets of HK$129 million (31 March 2006:

HK$118 million), mainly comprising cash and bank balances of approximately HK$73 million (31

March 2006: HK$73 million), prepayments, deposits and other receivables of approximately HK$17

million (31 March 2006: HK$23 million), inventories of approximately HK$102 million (31 March

2006: HK$95 million), and trade receivables of approximately HK$134 million (31 March 2006:

HK$96 million) and current liabilities of approximately HK$196 million (31 March 2006: HK$169

million). The current ratio was approximately 1.7 as at 30 September 2006 (31 March 2006: 1.7).

As at 30 September 2006, the Group had total assets of approximately HK$482 million (31 March

2006: HK$450 million) and total liabilities of approximately HK$200 million (31 March 2006:

HK$180 million). The gearing ratio calculated as a percentage of debt to equity was 9% (31 March

2006: 10%).
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FINANCIAL RESOURCES

As at 30 September 2006, the Group had floating interest-bearing bank borrowings of approximately

HK$27 million (31 March 2006: HK$26 million), of which HK$26 million were denominated in

Renminbi and HK$1 million in Hong Kong dollars. The Group’s bank borrowings are all repayable

within five years. The Group’s borrowings were secured by (i) first legal charges on certain of the

Group’s leasehold land and buildings and its investment property located in Hong Kong; (ii) pledge of

certain bank balances and (iii) guarantees provided by the Company.

As a significant portion of the Group’s sales and purchases are denominated in Hong Kong dollars and

Renminbi, in view of the stability of exchange rate of Hong Kong dollars and Renminbi, the directors

consider the Group has no significant exposure to foreign exchange fluctuation. During the Period under

review, the Group did not use any financial instrument for hedging purposes and the Group did not

have any hedging instrument outstanding as at 30 September 2006.

As at 30 September 2006, cash and bank balances amounted to HK$73 million, approximately HK$5

million are denominated in Renminbi and the majority of the remaining balances are denominated in

Hong Kong dollars.

EMPLOYEES

At 30 September 2006, the Group employed approximately 1,600 staff and workers in the PRC and

approximately 50 staff in the Group’s Hong Kong office. The Group’s employees are remunerated in

accordance with their work performance, experience and prevailing industry practices. The Group also

participates in retirement schemes for its staff in the PRC and Hong Kong.

INTERIM DIVIDEND

The Board has resolved not to declare an interim dividend for the six months ended 30 September 2006

(2005: Nil).
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DISCLOSURE OF ADDITIONAL INFORMATION

Directors’ Interest in Shares

As at 30 September 2006, the interests and short positions of the Directors or chief executive of the

Company in the shares, underlying shares or debentures of the Company and its associated

corporations (within the meaning of Part XV of the Securities and Futures Ordinance (“SFO”)) which

were required (i) to be notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8

of Part XV of the SFO (including interests or short positions which they were taken or deemed to have

under such provisions of the SFO); or (ii) pursuant to section 352 of the SFO, to be entered in the

register referred to therein; or (iii) pursuant to the Model Code for Securities Transactions by Directors of

Listed Issuers contained in the Listing Rules, to be notified to the Company and the Stock Exchange, were

as follows:

(i) Long position in the shares

Number of Approximate

 the Shares percentage

beneficially Capacity/ of total

Name of Director held Nature  shareholding

%

But Tin Fu (“BTF”) 4,090,000 Beneficial owner 1.09

But Tin Hing (“BTH”) 750,000 Beneficial owner 0.20

157,575,600 Interest of 42.02

controlled

corporation

(Note)

158,325,600 42.22

Leung Cheong (“LC”) 1,032,000 Beneficial owner 0.27

Leung Kuen, Ivan (“LKI”) 5,311,800 Beneficial owner 1.42
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Note:

BTH is the beneficial owner of 50% of the issued shares in Mind Seekers Investment Limited
(“Mind Seekers”) and therefore BTH is deemed, or taken to be interested in the 157,575,600
Shares held by Mind Seekers for the purposes of the SFO. The entire issued share capital of
Mind Seekers is beneficially owned by BTH, BTF, LC and LKI, as to 50%, 20%, 20% and 10%
respectively.

(ii) Long position in the underlying shares of equity derivatives – Share Options

Date of Exercise Exercise Number of share options Approximate

grant of period of price per Movement At 30 percentage

Name of Share Share Share At 1 April during September of total

Director Options Options Option 2006 the period 2006 shareholding

HK$ (Note) %

BTF 31/08/2005 31/8/2005- 0.63 7,800,000 – 7,800,000 2.08

29/8/2008

BTH 31/08/2005 31/8/2005- 0.63 7,800,000 – 7,800,000 2.08

29/8/2008

LC 31/08/2005 31/8/2005- 0.63 7,800,000 – 7,800,000 2.08

29/8/2008

LKI 31/08/2005 31/8/2005- 0.63 7,800,000 – 7,800,000 2.08

29/8/2008

31,200,000 – 31,200,000

Note:

No options have been granted, exercised, cancelled or lapsed during the six months period
ended 30 September 2006.

Save as disclosed above none of the directors or any of their associates had any personal, family,

corporate or other beneficial interests in the issued share capital of the Company or any of its

associated corporations, as recorded in the register required to be kept under Section 352 of the SFO

as at 30 September 2006.
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Substantial Shareholders

As at 30 September 2006, so far as was known to the Directors or chief executive of the Company, the

following persons (other than the Directors or chief executive of the Company) had an interest or short

position in the Shares and underlying Shares which would fall to be disclosed to the Company under the

provisions of Divisions 2 and 3 of Part XV of the SFO or, who were, directly or indirectly, interested in

10% or more of the nominal value of any class of share capital carrying rights to vote in all

circumstances at general meetings of any other members of the Group:

Long position in the Shares

Approximate

percentage of

Nature of Number of the total

Name of Shareholder interest Shares held shareholding

%

Substantial Shareholder

Mind Seekers Beneficial owner 157,575,600 42.02

Other

Tang Lin Mui Irene Note Interest of spouse 166,125,600 44.30

Note: Tang Lin Mui Irene is the spouse of BTH, and therefore she is deemed or taken to be interested in
the 158,325,600 Shares and 7,800,000 Share Options that BTH is or deemed to be interested
for the purposes of the SFO.

Save for the interests disclosed above, the directors are not aware of any person who had, directly or

indirectly, registered an interest in the issued share capital and underlying shares of the Company that

was required to be recorded under Section 336 of the SFO.

Purchase, Redemption or Sale of Listed Securities of the Company

There was no purchase, sale or redemption of the Company’s listed securities by the Company or any of

its subsidiaries during the Period.
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CORPORATE GOVERNANCE

Model Code for Securities Transactions By Directors

The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuer (the

“Model Code”). On specific enquiries made, all directors of the Company have confirmed that they

have complied with the required standard set out in the Model Code throughout the six months ended

30 September 2006.

Compliance with the Code on Corporate Governance Practices

In the opinion of the directors, the Company has complied with the applicable code provisions of the

Code on Corporate Governance Practices (the “CG Code”), as set out in Appendix 14 of the Listing

Rules during the interim period; except that CG Code provision A.4.1 stipulates that non-executive

directors should be appointed for a specific term and subject to re-election. All the existing non-executive

directors of the Company do not have a specific term of appointment but are subject to retirement by

rotation and re-election at the annual general meeting in accordance with the Bye-laws of the Company.

As such, the Board considers that sufficient measures have been taken to ensure that the Company’s

corporate governance practices are no less exacting than those in the CG Code.

Audit Committee

The Company has an Audit Committee (the “Committee”) which was established in accordance with the

requirements of the CG Code, for the purpose of reviewing and providing supervision over the Group’s

financial reporting process and internal controls. The Committee comprises the three independent non-

executive directors of the Company. The Group’s interim results for the period ended 30 September

2006 has been reviewed by the Committee. The Committee is of the opinion that these statements

comply with the applicable accounting standards, and the Stock Exchange and legal requirements, and

that adequate disclosures have been made.
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Remuneration Committee

The Company has established a Remuneration Committee which comprises three members, namely Prof.

Xu Yang Sheng and Mr. Yau Wing Keung, who are independent non-executive directors, and Mr. But Tin

Fu, who is an executive director.

List of all Directors of the Company as at the date of this report:

Executive Directors: Independent Non-Executive Directors:

Mr. But Tin Fu (Chairman) Mr. See Tak Wah

Mr. But Tin Hing Prof. Xu Yang Sheng

Mr. Leung Cheong Mr. Yau Wing Keung, Frankie

Mr. Leung Kuen, Ivan

For and on behalf of the Board

But Tin Fu

Chairman

Hong Kong, 20 December 2006


