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REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION
TO THE BOARD OF DIRECTORS OF
GRAND FIELD GROUP HOLDINGS LIMITED

(Incorporated in Bermuda with limited liability)
Introduction

We have reviewed the interim financial information (the “interim financial
report”) set out on pages 7 to 35, which comprises the condensed consolidated
balance sheet of Grand Field Group Holdings Limited (the “Company”) and
its subsidiaries (collectively referred to the “Group”) as at 30 June 2011, the
condensed consolidated income statement, the condensed consolidated statement
of comprehensive income, the condensed consolidated statement of changes in
equity and the condensed consolidated cash flow statement for the six-month period
then ended, and certain explanatory notes. The Main Board Listing Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited require the
preparation of a report on interim financial information to be in compliance with
the relevant provisions thereof and Hong Kong Accounting Standard (“HKAS") 34
“Interim Financial Reporting” issued by the Hong Kong Institute of Certified Public
Accountants (the “HKICPA"). The directors of the Company (the “Directors”) are
responsible for the preparation and presentation of this interim financial report in
accordance with HKAS 34. Our responsibility is to express a conclusion on this interim
financial report based on our review. This report is made 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.
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Scope of Review

We conducted our review in accordance with Hong Kong Standard on Review
Engagements 2410 “Review of Interim Financial Information Performed by the
Independent Auditor of the Entity” issued by the HKICPA. A review of interim
financial report consists of making inquiries, primarily of persons responsible
for financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in
accordance with Hong Kong Standards on Auditing and consequently does not
enable us to obtain assurance that we would become aware of all significant matters
that might be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe
that the interim financial report is not prepared, in all material respects, in accordance
with HKAS 34.

Emphasis of Matter

Without qualifying our conclusion, we draw attention to the following matters in the
interim financial report:

(a) We have considered the adequacy of the disclosures made in note 17(a)(i) to
the interim financial report concerning the possible outcome of various legal
proceedings initiated by a former director and shareholder of the Company,
Mr. Tsang Wai Lun, Wayland, against eight of the then directors, alleging that
the then directors had breached their fiduciary duties in relation to various
transactions entered into by the Group. In the opinion of the Directors, the
defendant directors have resigned and the aforesaid legal proceedings will
have no further material impact on the financial position and operations of
the Group.
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(b) The Group incurred a consolidated net loss attributable to equity shareholders
of the Company of approximately HK$10,698,000 (six months ended 30
June 2010: HK$8,990,000) for the six months ended 30 June 2011 and
had consolidated net current liabilities of approximately HK$16,099,000 (31
December 2010: HK$9,150,000) as at 30 June 2011. These conditions indicate
the existence of a material uncertainty which may cast significant doubt on the
Group's ability to continue as a going concern. As explained in note 1 to the
interim financial report, in the opinion of the Directors, the Group has been
actively taking immediate actions to finance and maintain operations of the
Group in the foreseeable future. On this basis, our conclusion was not qualified
in relation to this matter. The interim financial report has been prepared on a
going concern basis, the appropriateness of which is dependent on the Group’s
ability to generate sufficient working capital to meet its financial requirements.
The interim financial report does not include any adjustments that may be
necessary should the Group fail to be able to finance its future working capital
and financial requirements.

Baker Tilly Hong Kong Limited
Certified Public Accountants

Hong Kong, 30 August 2011

Lo Wing See
Practising certificate number P04607
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CONDENSED CONSOLIDATED INCOME STATEMENT

For the six months ended 30 June 2011

Six months ended 30 June

2011 2010
(Unaudited) (Unaudited)
Note HK$'000 HK$000
Revenues 3 1,820 1,497
Cost of revenue (1,131) (398)
Gross profit 689 1,099
Other revenue and net income 8 73
Distribution costs (286) (89)
Administrative expenses (9,908) (10,937)
(Impairment loss)/reversal of impairment
loss on other receivables, net (682) 1,326
Reversal of impairment loss/
(impairment loss) on mortgage
loan receivables, net 1 (427)
Loss from operations (10,178) (8,955)
Finance costs 5 (492) -
Loss before taxation 5 (10,670) (8,955)
Income tax 6 (28) (35)
Loss for the period (10,698) (8,990)
Attributable to:
— equity shareholders of the Company (10,698) (8,990)
Loss per share (basic and diluted) 8 (0.43) cent (0.36) cent

The notes on pages 13 to 35 form part of this condensed consolidated interim

financial information.
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CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE

INCOME
For the six months ended 30 June 2011

Six months ended 30 June

2011 2010
(Unaudited) (Unaudited)
HK$'000 HK$°000

Loss for the period (10,698) (8,990)
Other comprehensive income
Exchange differences on translation of

financial statements of overseas

subsidiaries 8,726 1,179
Total comprehensive loss for

the period (1,972) (7,811)
Attributable to:

— equity shareholders of the Company (1,972) (7,811)

The notes on pages 13 to 35 form part of this condensed consolidated interim

financial information.

GRAND FIELD GROUP HOLDINGS LIMITED Interim Report 2011



CONDENSED CONSOLIDATED BALANCE SHEET

As at 30 June 2011
30 June | 31 December
2011 2010
(Unaudited) (Audited)
Note HK$'000 HK$'000
Non-current assets
Property, plant and equipment 9 18,953 19,018
Investment properties 10 62,789 60,736
Prepaid premium for land leases 16(a) 182,130 179,445
Properties under development 13,162 12,762
Mortgage loan receivables due after
one year 11 589 679
Restricted cash 120 116
277,743 272,756
Current assets
Completed properties held for sale 9,686 10,401
Mortgage loan receivables 11 271 771
Other receivables 12 3,569 4,120
Tax recoverable 416 374
Cash and cash equivalents 1,457 1,537
15,399 17,203
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CONDENSED CONSOLIDATED BALANCE SHEET (Continued)

As at 30 June 2011
30 June | 31 December
2011 2010
(Unaudited) (Audited)
Note HKS$'000 HK$'000
Current liabilities
Trade and other payables 13 23,428 24,259
Interest-bearing borrowings 4 7,112 1,168
Tax payable 916 884
Dividend payable 42 42
31,498 26,353
Net current liabilities (16,099) (9,150)
Total assets less current liabilities 261,644 263,606
Non-current liabilities
Deferred tax liabilities 320 310
NET ASSETS 261,324 263,296
CAPITAL AND RESERVES
Share capital 50,336 50,336
Reserves 210,988 212,960
TOTAL EQUITY 261,324 263,296

The notes on pages 13 to 35 form part of this condensed consolidated interim

financial information.
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN
EQUITY
For the six months ended 30 June 2011

Attributable to equity shareholders of the Company

Share
Share Share option Special Exchange  Accumulated
capital premium reserve reserve reserve losses Total

HK$ 000 HK$ 000 HK$'000 HK$'000 HK$ 000 HK$'000 HK$'000

At 1 January 2010 (Audited) 50,336 261,949 12,565 (2,215) 70,101 (110,715) 282,021
Transfer on lapse of share options - - (449) - - 449 -
Total comprehensive loss for the

period - - - - 1179 (8,990) (7,811)
At 30 June 2010 (Unaudited) 50,336 261,949 12,116 (2,215) 71,280 (119,256) 274,210
At 1 January 2011 (Audited) 50,336 261,949 5,400 (2:215) 76,522 (128,696) 263,296
Transfer on lapse of share options - - (1,423) - - 1,423 -
Total comprehensive loss for the

period - - - - 8,726 (10,698) (1,972)
At 30 June 2011 (Unaudited) 50,336 261,949 3,977 (2,215) 85,248 (137,971) 261,324

The notes on pages 13 to 35 form part of this condensed consolidated interim
financial information.
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT

For the six months ended 30 June 2011

Six months ended 30 June

2011 2010
(Unaudited) (Unaudited)
HK$°000 HK$000
Net cash (used in)/generated from
operating activities (6,014) 1,568
Net cash used in investing activities (3) (108)
Net cash generated from financing
activities 5,907 -
Net (decrease)/increase in cash and
cash equivalents (110) 1,460
Cash and cash equivalents
at 1 January 1,537 808
Effect of foreign exchange rate
changes 30 7
Cash and cash equivalents at 30 June 1,457 2,275
Analysis of the balance of cash and
cash equivalents
Cash and bank balances 1,457 2,275

The notes on pages 13 to 35 form part of this condensed consolidated interim

financial information.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM
FINANCIAL INFORMATION

1

BASIS OF PREPARATION AND ACCOUNTING POLICIES

This unaudited condensed consolidated interim financial information (the “interim
financial report”) of the Group has been prepared in accordance with the applicable
disclosure provisions of the Rules Governing the Listing of Securities (the “Listing Rules”)
on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) and in compliance
with Hong Kong Accounting Standard (“HKAS") 34 “Interim Financial Reporting” issued
by the Hong Kong Institute of Certified Public Accountants (the “HKICPA").

The interim financial report has been prepared in accordance with the same accounting
policies adopted in the 2010 annual financial statements, except for the accounting policy
changes that are expected to be reflected in the 2011 annual financial statements. Details
of these changes in accounting policies are set out in note 2.

The preparation of an interim financial report in conformity with HKAS 34 requires
management to make judgements, estimates and assumptions that affect the application
of polices and reported amounts of assets and liabilities, income and expenses on a year
to date basis. Actual results may differ from these estimates.

This interim financial report contains condensed consolidated interim financial
information and selected explanatory notes. The notes on the interim financial report
include an explanation of events and transactions that are significant to an understanding
of the changes in the financial position and performance of the Group since the 2010
annual financial statements. The condensed consolidated interim financial information
and notes thereon do not include all of the information required for full set of financial
statements prepared in accordance with Hong Kong Financial Reporting Standards
("HKFRSs").

The interim financial report is unaudited, but has been reviewed by the Company’s
Audit Committee and the Company’s auditor, Messrs. Baker Tilly Hong Kong Limited, in
accordance with Hong Kong Standard on Review Engagements 2410 “Review of Interim
Financial Information Performed by the Independent Auditor of the Entity” issued by
the HKICPA. Independent review report to the board of directors of the Company (“the
Board") is included on pages 4 to 6.

Interim Report 2011 GRAND FIELD GROUP HOLDINGS LIMITED
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The financial information relating to the financial year ended 31 December 2010 that is
included in the interim financial report as being previously reported information does not
constitute the Group's statutory financial statements for that financial year but is derived
from those financial statements. Statutory financial statements for the year ended 31
December 2010 are available from the Company's registered office. This interim financial
report should be read in conjunction with the Group’s 2010 annual financial statements.

In preparing the interim financial report, the Directors have considered the future liquidity
of the Group in view of that the Group incurred a consolidated net loss attributable
to equity shareholders of the Company of approximately HK$10,698,000 for the six
months ended 30 June 2011 and had consolidated net current liabilities of approximately
HK$16,099,000 as at 30 June 2011. These conditions indicate the existence of a material
uncertainty which may cast significant doubt on the Group's ability to continue as a going
concern and therefore that it may be unable to realise its assets and discharge its liabilities
in the normal course of business. Nevertheless, the Directors are of the opinion that the
Group will be able to finance its future working capital and financial requirements given
that:

(i)  the Group has been actively seeking prospective investors and will raise funds upon
resumption of the trade of the Company’s shares; and

(i) the Group will obtain loan financing from financial institutions where appropriate.

In the opinion of the Directors, in light of the measures taken to date and on the basis of
the above-mentioned major assumptions, the Group will have sufficient working capital
to finance and maintain operations in the foreseeable future. Accordingly, the Directors
are satisfied that it is appropriate to prepare the interim financial report on a going
concern basis.
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2 APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING
STANDARDS

(a) New and amended standards adopted by the Group

The following new standards and amendments to standards are mandatory for the
first time for the financial year beginning 1 January 2011.

HKFRSs (Amendments) Improvements to HKFRSs issued in 2010 (except for
the amendments to HKFRS 3 (as revised in 2008))

HKFRS 1 (Amendments) Limited Exemption from Comparative HKFRS 7
disclosures for First-Time Adopters

HKAS 24 (Revised) Related Party Disclosures

HKAS 32 (Amendments) Classification of Rights Issues

HKAS 34 (Amendments) Interim Financial Reporting

HKFRIC 14 (Amendments)  Prepayments of a Minimum Funding Requirement

HKFRIC 19 Extinguishing Financial Liabilities with Equity
Instruments

Except as described below, the adoption of the new and amended standards had
no material effect on the amounts reported and disclosures set out in the interim
financial report of the Group for the current or prior accounting periods.

. HKAS 24 (Revised) clarifies and simplifies the definition of a related party.
It also provides for a partial exemption of related party disclosure to
government-related entitles for transactions with the same government or
entities that are controlled, jointly controlled or significantly influenced by
the same government. The adoption of HKAS 24 (Revised) does not have
significant impact on the Group's interim condensed financial statements.

. HKAS 34 (Amendments) “Interim Financial Reporting” is effective for annual
periods beginning on or after 1 January 2011. It emphasises the existing
disclosure principles in HKAS 34 and adds further guidance to illustrate how
to apply these principles. Greater emphasis has been placed on the disclosure
principles for significant events and transactions. Additional requirements
cover disclosure of changes to fair value measurement (if significant), and the
need to update relevant information from the most recent annual report. The
change in accounting policy only results in additional disclosures.

Interim Report 2011 GRAND FIELD GROUP HOLDINGS LIMITED
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(b) The following new standards and amendments and interpretations to
standards have been issued but are not effective for the financial year

beginning 1 January 2011 and have not been early adopted:

HKFRS 7 (Amendments)
HKFRS 9
HKAS 12 (Amendments)

! Effective for annual periods beginning on or after 1 July 2011.

Disclosures - Transfers of Financial Assets’

Financial Instruments’

Deferred tax: Recovery of Underlying Assets?

2 Effective for annual periods beginning on or after 1 January 2012.
3 Effective for annual periods beginning on or after 1 January 2013.

The Group is assessing the impact of these amendments and new standards in the
period of initial application. So far it has concluded that they are not in a position
to state whether their adoption will have a significant impact on the Group'’s result
of operations and financial position.

3 REVENUES

The principal activities of the Group are property development, property management

and investment.

Turnover represents the aggregate of net amounts received and receivable for completed
properties held for sale sold by the Group to outside customers, property rental income

and property management service income, and is analysed as follows:

Six months ended 30 June

2011 2010

(Unaudited) (Unaudited)

HK$°000 HK$'000

Sales of properties held for sale 955 305
Property rental 865 780
Property management - 412
Total 1,820 1,497

GRAND FIELD GROUP HOLDINGS LIMITED
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SEGMENT REPORTING

In a manner consistent with the way in which information is reported internally to the
executive directors and senior management for the purposes of resource allocation
and performance assessment, the Group has identified three reportable segments
on a divisional basis: (i) property development, (ii) property rental and (iii) property

management.
Six months ended 30 June 2011 (Unaudited)
Property Property Property
development rental management Total
HK$'000 HK$'000 HK$'000 HK$'000
Revenue
Revenue from external
customers 955 865 - 1,820
Result
Segment result (3,738) (285) - (4,023)

Unallocated income and
gains, net 463

Unallocated expenses (6,618)
Loss from operations (10,178)
Finance costs (492)
Loss before taxation (10,670)
Income tax (28)
Loss for the period (10,698)
At 30 June 2011 (Unaudited)
Property Property Property
development rental management Total
HK$'000 HK$'000 HK$'000 HK$'000
Segment assets 224,496 61,589 - 286,085
Unallocated assets 7,057
Total assets 293,142

Interim Report 2011
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Six months ended 30 June 2010 (Unaudited)

Property Property Property
development rental  management Total
HK$'000 HK$'000 HK$000 HK$'000
Revenue
Revenue from external
customers 305 780 412 1,497
Result
Segment result (4,134) 581 3,459 (94)

Unallocated income and

gains, net 12
Unallocated expenses (8,873)
Loss from operations (8,955)
Finance costs -
Loss before taxation (8,955)
Income tax (35)
Loss for the period (8,990)

At 31 December 2010 (Audited)
Property Property Property
development rental  management Total
HK$000 HK$°000 HK$'000 HK$°000
Segment assets 223,950 60,736 - 284,686
Unallocated assets 5,273
Total assets 289,959
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LOSS BEFORE TAXATION

Loss before taxation is arrived at after charging/(crediting):

Amortisation of prepaid premium for land leases

Auditor’s remuneration

Business tax and other levies (included in cost of
completed properties sold)

Cost of completed properties sold

Depreciation

Gross rental income from investment properties
(Note)

Interest income

Interest on other loans wholly repayable
— Within five years

Loss on disposal of investment properties

Loss on disposal of property, plant and equipment

Net foreign exchange loss

Provision for litigation settlement

Rental charges under operating leases for office
premises

Impairment loss/(reversal of impairment loss) on
other receivables, net

(Reversal of impairment loss)/impairment loss on
mortgage loan receivables, net

Staff costs, including directors’ remuneration
— Contributions to defined contribution

retirement plans

— Salaries and other staff costs

Six months ended 30 June

2011
(Unaudited)
HK$°000

2,781
596

72
1,059
815

(865)
(5)

492
14

42

320

682

4]

34
2,641

2010
(Unaudited)
HK$'000

2,781
394

380

517

(1,326)

427

37
2,847

Note: The outgoings related to the gross rents from investment properties for each of the
two periods ended 30 June 2011 and 2010 are negligible.

Interim Report 2011 GRAND FIELD GROUP HOLDINGS LIMITED
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6

INCOME TAX

Six months ended 30 June

2011 2010
(Unaudited) (Unaudited)
HKS$°000 HK$°000
Current tax
Land Appreciation Tax in the People’s Republic of
China (“PRC") 28 35

PRC Enterprise Income Tax for the subsidiaries incorporated in the PRC is calculated at
25% of the estimated assessable profit for the period (six months ended 30 June 2010:
25%).

PRC Enterprise Income Tax for the subsidiaries incorporated in Hong Kong, which have
property development investments in the PRC, is calculated at 3% of the sales revenue on
the respective property development projects (six months ended 30 June 2010: 3%).

PRC Land Appreciation Tax is levied at progressive rates ranging from 30% to 60% on the
appreciation of the land value, being the proceeds of sales of properties less deductible
expenditure including amortisation of land use rights, borrowing costs and all property
development expenditures.

No provision for Hong Kong Profits Tax has been made as the Group's income neither
arises, nor is derived, from Hong Kong in both financial periods. Taxes on profits
assessable elsewhere have been calculated at the rates of tax prevailing in the countries
in which the Group operates, based on existing legislation, interpretation and practices in
respect thereof.

No provision for deferred tax has been made (six months ended 30 June 2010: HK$Nil) as
there was no temporary difference arisen during the period.

DIVIDENDS

The Directors do not recommend the payment of an interim dividend for the period (six
months ended 30 June 2010: HK$Nil).

GRAND FIELD GROUP HOLDINGS LIMITED Interim Report 2011
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LOSS PER SHARE

Basic loss per share is calculated based on the loss attributable to shareholders for the
six months ended 30 June 2011 of approximately HK$10,698,000 (six months ended 30
June 2010: HK$8,990,000) and on the weighted average number of 2,516,810,000 (six
months ended 30 June 2010: 2,516,810,000) shares issued during the period.

There are no diluting events during the six months ended 30 June 2011 and 2010.

PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2011, the Group acquired items of property,
plant and equipment with a cost of HK$196,000 (six months ended 30 June 2010:
HK$17,000). There were disposals of property, plant and equipment with net book value
of HK$2,000 (six months ended 30 June 2010: HK$51,000).

INVESTMENT PROPERTIES

Investment properties were assessed annually by BMI Appraisals Limited (“BMI”), an
independent professional valuator. The valuation is performed on the basis of open
market value of each individual property at end of each of financial year. On 4 March
2011, BMI issued a valuation report of the investment properties as at the date of 31
December 2010. The Directors have considered that there are no significant changes by
the market on the valuation of investment properties since 31 December 2010. Therefore,
the Directors considered that the fair value of investment properties at 30 June 2011 was
approximately the same as that of 31 December 2010.

Interim Report 2011 GRAND FIELD GROUP HOLDINGS LIMITED
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11 MORTGAGE LOAN RECEIVABLES

30 June 31 December

2011 2010

(Unaudited) (Audited)

HK$'000 HK$'000

Total loan receivables, secured 8,521 8,963

Less: Provision for impairment loss (7,661) (7,513)

Total loan receivables, net of impairment loss 860 1,450
Less: Balance due within one year included under

current assets (271) (771)

Balance due after one year 589 679

Mortgage loan receivables represent interest-free loans provided by the Group to the

purchasers of properties, which are repayable by instalments as stipulated in the loan

agreements. The loans are secured by the purchasers’ properties. Pursuant to the terms

of the sale and purchase agreements, upon default in instalment payments by these

purchasers, the Group is entitled to take over the legal title and possession of the related

properties.

All mortgage loan receivables are denominated in Renminbi.

The carrying amounts of the current portion and non-current portion of mortgage loan

receivables approximate their fair values. The fair value is determined based on cash flows
discounted using the Group's borrowings rate of 5.81% per annum (31 December 2010:

5.81% per annum).

GRAND FIELD GROUP HOLDINGS LIMITED
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A maturity analysis of mortgage loan receivables at the balance sheet date is as follows:

30 June 31 December
2011 2010
(Unaudited) (Audited)
HKS$°000 HK$000
Within one year 437 806
In more than one year but less than five years 8,084 8,157
8,521 8,963
OTHER RECEIVABLES
30 June 31 December
2011 2010
(Unaudited) (Audited)
HKS$°000 HK$000
Other receivables 2,763 1,746
Deposit for purchase of property (note 12(a)) 2,387 2,614
Security deposit for property management services
(note 12(b)) 6,478 6,705
Amount receivable on sale of investment
properties (note 12(c)) 1,200 1,163
Other deposits and prepayments 806 1,211
13,634 13,439
Less: Provision for impairment loss (10,065) (9,319)
3,569 4,120

Interim Report 2011 GRAND FIELD GROUP HOLDINGS LIMITED
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Pursuant to a memorandum entered into with J®IITTE HIEE RN BER D A
("RYITHER") dated 1 December 2008, the Group's wholly owned subsidiary,
Yuan Cheng Real Estate (Shenzhen) Limited (“Yuan Cheng”) made a deposit of
RMBS5,000,000 (equivalent to HK$5,682,000) with 73|77 5% in connection with
a possible property project "Z£{&#56" in Shenzhen developed by J&RYIITHE & . The
memorandum sets out a 1-year period, during which Yuan Cheng has an option
to purchase the property at a consideration of RMB89,871,700 (equivalent to
HK$102,127,000) or to be reimbursed the deposit should Yuan Cheng not proceed
with the property purchase. Yuan Cheng has not further proceeded the property
purchase.

In the opinion of the Directors, the recoverability of the deposit was uncertain and
an allowance of impairment loss of RMB2,300,000 (equivalent to HK$2,614,000)
was made as at 31 December 2010. During the six months ended 30 June 2011,
part of the deposit of RMB200,000 (equivalent to HK$227,000) has been refunded
in cash to the Group and thus an allowance of impairment loss of RMB200,000
(equivalent to HK$227,000) has been reversed for the period.

On 25 March 2008, Yuan Cheng entered into an agreement with Dongguan City
Hua Jia Fu Industry and Trading Limited (“Hua Jia Fu”) and Dongguan City Min
Tai Industry and Investment Limited for provision of property management and
consultancy services for a shopping plaza located in Tang Xia Town, Dongguan at
an annual fee of RMB1,450,000 for a term of 2 years. Yuan Cheng made a security
deposit of RMB8,000,000 (equivalent to HK$9,091,000), which was refundable on
expiry of the contract on 31 March 2010. Details of the transaction are disclosed in
the Company's circular dated 14 April 2008.

In the opinion of the Directors, the recoverability of the deposit was uncertain and
an allowance of impairment loss of RMB5,900,000 (equivalent to HK$6,705,000)
was made as at 31 December 2010. During the six months ended 30 June 2011,
part of the deposit of RMB200,000 (equivalent to HK$227,000) has been refunded
in cash to the Group and thus an allowance of impairment loss of RMB200,000
(equivalent to HK$227,000) has been reversed for the period.

In 2009, the Group sold investment properties to a third party for a consideration of
RMB8,900,000 (equivalent to HK$10,676,000). At 30 June 2011, RMB1,000,000
(equivalent to HK$1,200,000) of the consideration was unsettled. In the opinion of
the Directors, the recoverability of the receivable is uncertain and an allowance of
impairment loss has been made to fully impair this receivable.

GRAND FIELD GROUP HOLDINGS LIMITED Interim Report 2011
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TRADE AND OTHER PAYABLES

30 June 31 December
2011 2010
(Unaudited) (Audited)
HKS$°000 HK$000
Trade payables to building contractors 1,040 1,008
Accrued salaries and other operating expenses 6,800 7,245
Accrued legal fees 845 1,096
Deposits received on sale of properties 1,276 1,293
Rental deposits received on investment properties 386 350
Receipts in advance 166 137
Amount payable on return of properties 5,825 5,821
Provision for litigation settlement 5,513 5,473
Other payables 1,577 1,836
23,428 24,259

An ageing analysis of trade payables is as follows:
30 June 31 December
2011 2010
(Unaudited) (Audited)
HKS$°000 HK$000
Current to 90 days past due - -
91 to 180 days past due - -
181 to 360 days past due - -
Over 360 days past due 1,040 1,008
1,040 1,008

Interim Report 2011 GRAND FIELD GROUP HOLDINGS LIMITED

25



14 INTEREST-BEARING BORROWINGS

30 June 31 December
2011 2010
(Unaudited) (Audited)
HKS$°000 HK$°000
Loans from third parties payable
within 1 year or on demand
— secured (note 14(a)) 5,907 -
— unsecured (note 14(b)) 1,205 1,168
7,112 1,168

Loan from a third party is secured by the shares of the Group’s wholly owned
subsidiary, Shing Fat Hong Limited (“Shing Fat Hong"), interest-bearing at 25% per
annum and repayable within 4 months from the draw down date. In the event that
the loan is overdue, interest is charged at 40% per annum calculated from the draw
down date.

At 30 June 2011, HKD3,599,000 of the loan has been overdue and bears interest
at 40% per annum.

In the opinion of the Directors, the loan is a short term financing arrangement
to meet incidental financial need of the Group. The interest charged on the loan
includes a premium for such incidental financing arrangement.

Loans from third parties were unsecured, interest-bearing at the weighted average
effective interest rate of 5.5% per annum. (31 December 2010: 5.5% per annum).
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EQUITY-SETTLED SHARE-BASED TRANSACTIONS

The Company has a share option scheme which was adopted on 23 June 2006 whereby
the Directors of the Company are authorised, at their discretion, to invite employees
of the Group, including Directors of any Company in the Group, to take up options at
consideration of HK$1 to subscribe for shares of the Company. The options have no
vesting conditions and are exercisable within a period of three years from the date of
grant. Each option gives the holder the right to subscribe for one ordinary share in the
Company.

(@  The terms and conditions of the options granted that existed at 30 June 2011 are
as follows, whereby all options are settled by physical delivery of shares:

Number of Contractual
instruments  life of options

Options granted to employees:
—on 21 August 2008 15,600,000 3 years
—on 21 October 2008 28,000,000 3 years

Options granted to third party:
—on 21 October 2008 25,000,000 3 years

Total share options 68,600,000
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(b)  The number and weighted average exercise prices of share options are as follows:

Six months ended

Six months ended

30 June 2011 30 June 2010
Weighted Weighted
average Number of average Number of
exercise price options exercise price options
Outstanding at the
beginning of the period HK$0.1474 94,000,000 HK$0.1540 195,200,000
Lapsed during the period HK$0.1724 (25,400,000) HK$0.1428 (7,500,000)
Outstanding at the end of
the period HK$0.1381 68,600,000 HK$0.1544 187,700,000
Exercisable at the end of
the period HK$0.1381 68,600,000 HK$0.1544 187,700,000

The options outstanding at 30 June 2011 had an exercise price of HK$0.1280 or
HK$0.1724 (30 June 2010: HK$0.1280 or HK$0.1724) and a weighted average
remaining contractual life of 0.3 year (30 June 2010: 1.2 years).

GRAND FIELD GROUP HOLDINGS LIMITED
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COMMITMENTS

(a)

The capital commitments outstanding at 30 June 2011 not provided for were as

follows:

30 June 31 December
2011 2010
(Unaudited) (Audited)
HKS$°000 HK$000

Contracted but not provided for:

Capital contribution to a PRC company

(note) 270,032 -

Note: Pursuant to an agreement entered into among the Group, & 31§95 51 & 1

HFEBRAT and ERAAIKRERABR AT on 24 January 2011, a
PRC company, RINEELE EHBR D E (ARIIFEEF"), has been established
during the period with an intention to develop a parcel of leasehold land in
Shenzhen, the PRC (the “Shenzhen Land"). The registered capital of /& IR
%} is RMB450,240,000 (equivalent to HK$540,064,000), to which the Group
agreed to contribute RMB225,120,000 (equivalent to HK$270,032,000),
representing 50% of the registered capital of JFJII#7F}.

The Group will contribute the capital by way of transfer of the Group's
50% interest in the Shenzhen Land, with a prepaid premium for the land
leases amounting to HK$168,193,000 as at 30 June 2011, to R IR E}
and cash of RMB67,536,000 (equivalent to HK$81,010,000). In respect of
the cash capital, according to the memorandum of association of & 3IJII#x
B, RMB10,130,000 (equivalent to HK$12,151,000) is to be contributed
within three months after business license is obtained, RMB23,638,000
(equivalent to HK$28,354,000) is to be contributed within one year after
business license is obtained, and the remaining RMB33,768,000 (equivalent
to HK$40,505,000) is to be contributed within 2 years after business licence
is obtained.
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(b)

At 30 June 2011, the total future minimum lease payments under non-cancellable

operating leases are payable as follows:

30 June 31 December

2011 2010

(Unaudited) (Audited)

HK$'000 HK$'000

Within one year 572 409
In the second to fifth year inclusive 1,073 -
1,645 409

The Group is the lessee in respect of office premises held under operating leases.
The leases typically run for an initial period of 2 to 3 years, at the end of which
period all terms are renegotiated. None of the leases includes contingent rentals.

The Group leases out investment property under operating leases. The leases

typically run for an initial period of one to eight years, at the end of which period

all terms are renegotiated. None of the leases includes contingent rentals.

At 30 June 2011, the Group's total future minimum lease payments under non-
cancellable operating leases are receivable as follows:

30 June 31 December

2011 2010

(Unaudited) (Audited)

HKS$°000 HK$°000

Within one year 1,296 1,548
In the second to fifth year inclusive 2,647 2,977
Over five years 27 186
3,970 4,711
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CONTINGENT LIABILITIES

(a) Litigation

()

Legal proceedings by Mr. Tsang Wai Lun, Wayland and associates

On 6 June 2008, the Company was served with a writ of summons
("Originating Summons”) by Mr. Tsang Wai Lun, Wayland, a former director
and shareholder of the Company, alleging that in a transaction entered into
in March 2008 by Yuan Cheng with Hua Jia Fu and Dongguan City Min Tai
Industry and Investment Limited in provision of property management and
consultancy services for a shopping plaza located in Tang Xia Town, Dongguan
at an annual fee of RMB1,450,000 (equivalent to HK$1,648,000) for a
term of 2 years, a refundable security deposit of RMB8,000,000 (equivalent
HK$9,091,000) which Yuan Cheng made with Hua Jia Fu, was abused or
mishandled.

On 25 February 2009, the Originating Summons was revised and issued by
Mr. Tsang in the name of the Company in accordance with section 168BC
of the Hong Kong Companies Ordinance against the then directors, Mr.
Chu King Fai, Mr. Huang Bing Huang, Mr. Au Kwok Chuen Vincent, Mr.
Hwang Ho Tyan, Mr. Zhao Jugun, Mr. Yang Biao, Dr. Wong Yun Kuen and
Mr. Mok King Tong and the Company, alleging that the then directors had
breached their fiduciary duties in relation to (i) the passing of the following
resolutions of the Board, (aa) the resolution passed on or about 14 January
2008 to approve the remittance of HK$50,000,000 to Yuan Cheng, (bb) the
resolution passed on or about 27 May 2008 to sanction the acquisition of
the Yangzhou Project from Min Tai Development at HK$88,000,000 with
an up-front payment of HK$5,000,000 paid out of funds of Yuan Cheng,
(cc) the resolution passed on or about 15 March 2008 to sanction the entry
of management services agreement by Yuan Cheng with Hua Jia Fu and
Dongguan City Min Tai Industry and Investment Limited, which involved an
upfront payment of RMB8,000,000 (equivalent to HK$9,091,000) by Yuan
Cheng, (dd) the resolution passed on 27 May 2008 to sanction the entry
of a cooperation framework agreement by Yuan Cheng with Shenzhen
Zhong Cheng Construction Engineering Company Limited (“Zhong Cheng”)
which involved an up-front payment of RMB5,000,000 (equivalent to
HK$5,682,000); (i) the transfer of HK$50,000,000 to Yuan Cheng and to put
the said HK$50,000,000 under the control of Yuan Cheng; (iii) the delivery

Interim Report 2011 GRAND FIELD GROUP HOLDINGS LIMITED

31



32

of the financial documents of Yuan Cheng, including cheque books, chops
and seals, bank cards, keys to safe deposit boxes to Madam Cheng Lai Yin;
(iv) the failure and/or refusal to conduct any proper inquiry or due diligence
into the proposed acquisition of the Yangzhou Project and/or the entire
share capital of Min Tai Development; (v) the entering into of the placing
agreement dated 14 July 2008 whereby the Company conditionally agreed
to place 100,000,000 shares in the Company at the price of HK$0.16 per
share in order to finance the proposed acquisition of the Yangzhou Project;
(vi) the failure to cause Yuan Cheng and/or the Company to recover the
earnest money in the amount of HK$5,000,000 from Min Tai Development
in accordance with the letter of intent dated 23 June 2008 within 10 days
after the Yangzhou Project fell through on 30 September 2008; (vii) the
payment of the amount of RMB8,000,000 (equivalent to HK$9,091,000) by
Yuan Cheng to Hua Jia Fu; (viii) the failure and/or refusal to conduct any or
any proper inquiry into the terms of the Cooperation Framework Agreement
and the payment of RMB5,000,000 (equivalent to HK$5,682,000) deposit
on 23 June 2008 pursuant to the Cooperation Framework Agreement; (ix)
the payment of the sums of RMB10,000,000 (equivalent to HK$11,364,000)
and RMB7,000,000 (equivalent to HK$7,955,000) by Yuan Cheng to Zhong
Cheng on or about 15 July 2008 and 29 August 2008 respectively; (x) the
transfer of sums totaling RMB33,100,000 (equivalent to HK$37,614,000)
between Yuan Cheng and Shenzhen Hua Ke Nano-Technology Development
Company Limited from 30 April 2008 to 23 June 2008; and (xi) the passing
of the resolutions on 15 and 20 November 2008 sanctioning Grand
Field Property Development (Shenzhen) Company Limited (“Grand Field
Shenzhen”), a wholly owned subsidiary of the Group, to borrow up to
RMB50,000,000 (equivalent to HK$56,818,000) to repay a loan owed to
Yuan Cheng and to us