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CHINA STRATEGIC HOLDINGS LIMITED /1 % & B A R 2 A

INDEPENDENT INTERIM REVIEW REPORT B IY P HEBBE

Deloitte.
=2

TO THE BOARD OF DIRECTORS OF CHINA
STRATEGIC HOLDINGS LIMITED
hEREBERAF

(incorporated in Hong Kong with limited liability)

Introduction

We have been instructed by China Strategic Holdings
Limited (“the Company”) to review the interim
financial report of the Company and its subsidiaries
("the Group”) set out on pages 4 to 34.

Directors’ responsibilities

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

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

Review work performed

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

Review conclusion

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

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

26th September, 2006
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4 CHINA STRATEGIC HOLDINGS LIMITED /1 % & B A R 2 A

CONDENSED CONSOLIDATED INCOME STATEMENT
BHGZEWRRER
For the six months ended 30th June, 2006 #HZ —ZEZ XF,A=FTHIL/,NEA

Six months ended 30th June,
BEA~AA=1TRHILA~EA

2006 2005
—EEXREF —ETRF
NOTES HK$'000 HK$’000
Bt aF FAET FAET
(unaudited) (unaudited
and restated)
(REBER) (REEZ
K EF)
Continuing operations BEQSEEK
Turnover EHEE 4 16,326 17,267
Cost of sales 8 & PR AR (12,408) (12,388)
Gross profit EH 3,918 4,879
Other income H Al A 5 24,894 63,883
Distribution costs 2 88 A AR (966) (2,038)
Administrative expenses TS E (19,706) (29,201)
Other expenses Hip 6 (13,914) (91,833)
Change in fair value of 3£ £ AT AR
conversion option of an R MBEERE
unlisted convertible note NFEZEF = (39,743)
Gain on disposal of interests & —REEE R A
in an associate = 5 2 e 17,180 =
Loss on dilution of interests g — M E R A
in an associate w2 BB (65,762) (2,754)
Share of results of associates Frih B & N Al 2 ¥ 48 16,681 12,172
Finance costs B & B AN (7.114) (8,480)
Loss before taxation AT E 18 7 (44,789) (93,115)
Taxation I8 8 3 (433)
Loss for the period from SBE IS ETE
continuing operations FrigHifE & 1a (44,786) (93,548)
Discontinued operation ERIEEEEE
Loss for the period from ERIEKREE
discontinued operation FrigHifE & 18 9 (9,818) =
Loss for the period HifE Es 18 (54,604) (93,548)
Attributable to: FEAh
Equity holders of the parent NEIRERFE A (33,801) (81,501)
Minority interests DB R (20,803) (12,047)
(54,604) (93,548)
Dividend Bz B 10 1,179,307 =
HK cents HK cents
A BN
Loss per share BREE 11
From continuing and BHEREAL
discontinued operations: REEKERB
— Basic — &R (7.7) (18.5)
— Diluted —#e N/A T iE A N/A 1@ A
From continuing operations: FEKEEEHE:
— Basic —HK (5.5) (18.5)
— Diluted —#e N/A T iE A N/A T3 A
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CONDENSED CONSOLIDATED BALANCE SHEET

HRGEEEEER
At 30th June, 2006 R=ZTZE R FNA=1H
30.6.2006 31.12.2005
“EEXRE —ETHF
ANA=+H +TZA=+—H
NOTES HK$°000 HK$000
Kt &t FET FAET
(unaudited) (restated)
(REER) (E31))
Non-Current Assets ERBEE
Property, plant and equipment  #1% &5 & & & 12 28,832 125,957
Prepaid lease payments SERIEFORNEN 27,467 27,763
Goodwill EES 25,807 34,930
Interests in associates i RN D Xy 13 = 558,738
Available-for-sale investments ~ AJ ft B EFEAH KR E
in securities 14 56,943 117,919
Deposit paid for acquisition of W EE Y EE R
interest in properties Xt z&ke 15 - 55,716
139,049 921,023
Current Assets REBEE
Other asset Hh& = 16 - 229,288
Inventories FE 12,810 12,409
Trade receivables B E 5 BR 5K 17 6,318 4,773
Prepaid lease payments SEE iR IEN e 620 620
Amounts due from associates & U BSt & R B FRIB 18 4,774 159,214
Loans and interest receivables  JEUE & & F| 2 19 = 464,232
Other receivables, deposits Hib el sRIE 2 ®
and prepayments PEEENE/ S 20 5,905 42,909
Investments in securities BIEEERHFEKE
held for trading 14 7,575 7,552
Available-for-sale investments A HEFREAFEE
in securities 14 4,925 -
Pledged bank deposit EHEBRITER 1,056 1,036
Bank balances and cash RITHEB MRS 2,972 115,813
46,955 1,037,846
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CHINA STRATEGIC HOLDINGS LIMITED /1 % & B A R 2 A

CONDENSED CONSOLIDATED BALANCE SHEET

BHGEEEREX
At 30th June, 2006 RZ=ZTZTFA=+H
30.6.2006 31.12.2005
—EEXRF —_ZETRF
ANB=t+H+=ZRA=+—H
NOTES HK$’000 HK$'000
M aF FET FAETT
(unaudited) (restated)
(RBER) (E3)
Current Liabilities RBEE
Trade payables, other payables JEfI & SR H b
and accrued charges FERFFRIE K
EEtE A 21 26,645 56,159
Payables P& SRR 3,352 3,379
Amounts due to B REE R R FRIA
related companies 22 5,657 200,287
Amount due to an associate B — B
A A FRIA - 286
Income tax payable B FEH 1,130 13,387
Bank and other borrowings $R1T I E At & 3K 8,767 8,627
45,551 282,125
Net Current Assets RBEEFE 1,404 755,721
Total Assets less Current HEERRBEE
Liabilities 140,453 1,676,744
Non-Current Liabilities ERBEE
Amount due to an associate B — A Bt
NG E @] 22 4,145 =
Deferred tax liabilities FEEFIBEE - 21,175
4,145 21,175
Total Assets less Liabilities HMEERER 136,308 1,655,569
Capital and Reserves EXR#EE
Share capital fig A 23 44,080 88,160
Reserves & 91,901 1,237,154
Equity attributable to BRAlREFRE A
equity holders of the parent G #E % 135,981 1,325,314
Minority interests DB R =S 327 330,255
Total Equity MR 136,308 1,655,569
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

BEECE $-3 3T

For the six months ended 30th June, 2006 BHEZZZT A F A=+ HIE~EA
Attributable to equity holders of the parent
BRAREREARL
Special Capital Investment Other non- (Deficit)
Share Share capital redemption revaluation  Exchange distributable  Retained Minority
capital  premium reserve reserve reserve reserve reserves profit Total interests Total
KHER  HAME  REER R (E4) SERR
Bx  ROEE (1] (1] B EXER ORRE REERN 8% s 1]
HK$ 000 HK$'000 HK$'000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$ 000 HK$000 HK$'000
TET Tin Tix TiEr TiEr FiEr FiEr TET TET Tin Tin
(note a) (note b)
(Hita) (W)
At 1st January, 2005 RZ2T1%
as originally stated —A-R R%EZ5 88,160 1,900,916 414,881 233 - (9,967) 18,598  (1,011,072) 1,401,749 317,51 1,719,300
Effects of changes in EHERED IV E
accounting policies (Wf#t3)
(note 3) - - - - (19,397) - - 19,397 = = =
At 1st January, 2005 R-ETRE
as restated -B-H0"&j 88,160 1,900,916 414,881 233 (19,397) (9,967) 18,598 (991,675) 1,401,749 317,551 1,719,300
Exchange adjustment BB - - - (2,309) (2,309) (1,802) @111
Gains (losses) on ARHEEFRE
available-for-sale W (B8)
investments in (Wf33)
securities (note 3) - - - - 2,174 - - - 2,174 (187) 1,987
Share of net reserves fifBERE
movement of associates  FEEEEFE - - - - - - 20,944 - 20944 16,999 37,943
Net income (expense) ERNERRER
recognised directly WA (Fx%) 58
in equity - - - - 2,174 (2,309) 20,944 - 20,809 15,010 35,819
Loss for the period HHEE = = = = = - (81501)  (81501)  (12,047)  (93,548)
Total recognised BEERZ
income (expense) WA (H%) &%
for the period - - - - 2,174 (2,309) 20,944 (81,501) (60,692) 2,963 (57,729)
Arising on acquisition hENE
of subsidiaries DAMEE - B - - - - - - B 2,574 2,574
At 30th June, 2005 RZZ22RF
~AZTA 88,160 1,900,916 414,881 233 (17,223) (12,276) 39,542 (1,073,176) 1,341,057 323,088 1,664,145
Exchange adjustment EfA% - - - - - 1,546 - - 1,546 775 2,31
(Losses) gains on ARLERFREL
avalable-for-sale (B8) iz
investments in (Kizt3)
securities (note 3) - - - - (42,501) - - - (42,501) 6 (41,785)
Share of net reserves i -0
movement of associates & HFE - - - - - - (1,416) = (1,416) (1,162) (2,578)
Net (expense) income ERRERRD
recognised directly (RX)KAFE
in equity - - - - (42,501) 1,546 (1,416) (42,371) 329 (42,042)
Profit for the period BEET - - - - - - - 26,628 26,628 6,838 33,466
At 315t December, 2005 R=FETHF
+-A=z+-8 88,160 1,900,916 414,881 233 (59,724) (10,730) 38,126 (1,046,548) 1,325,314 330,255 1,655,569
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CHINA STRATEGIC HOLDINGS LIMITED /1 % & B A R 2 A

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
BLZECE 33 3 E 6

For the six months ended 30th June, 2006 #HZ —ZEZ XF,A=FTHIL/,NEA

Attributable to equity holders of the parent

BRAREREARS
Special Capital Investment Other non- (Deficit)
Share Share capital redemption revaluation  Exchange distributable  Retained Minority
capital  premium reserve reserve reserve reserve reserves profit Total interests Total

RERA  RARE  RRER

BE  RHEE i G

1

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

AR (B4) YEBR
Bl 2REE  REEA £ & 2%
HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000

FET FET FiET FiET FiET FET FET FET FET FET FiET
(note a) (note b)
(Hta) (Hftb)
Exchange adjustment EXAE B B - - - 3,084 - - 3,084 2,739 5,823
Gains on available-forsale 1 f i & &%
investments in securities & 2l # - - - - 19,226 - - - 19,226 128 19,354
Share of net reserves FiEBERR
movement of associates HEEHRE = - - - - - 826 - 826 669 1,495
Netincome recognised BB R E#
directly in equity BERRATE - - - - 19,226 3,084 826 = 23,136 3,53 26,672
Reserves realised upon & —FBE AT
disposal of E2R G
an associate - - - - - (405) 1,044 - 639 - 639
Loss for the period HEER - - - 5 o o o (33801)  (33801)  (20,803)  (54,604)
Total recognised HEEEILA
income (expense) (%) #%
for the period - - - - 19,226 2,679 1,870 (33,801) (10,026) (17,267) (27,293)
Capital reorganisation ERER
(note 23(iv)) (H23() (44,080)  (1,900,916) 1,944,996 - - - - = - - -
Transfer of accumulated ~ EEADF 2
defiit of the 2iE4
Company (note 23(v)) (Hi23(1)) B - (1,147,111) - - - - 1,4 B B -
Dividend (note 10) Fi0) = - (1,145,804) - (2,380) 6,930 (38,053) - (1,179,307) (312,661)  (1,491,968)
At 30th June, 2006 RZREARE
~NAZTH 44,080 - 66,962 233 (42,878) (1,121) 1,943 66,762 135,981 3271 136,308

Notes: B aF -

(@)  The special capital reserve at 31st December, 2005 represents  (a) RZ-ZZTZEAF+-_A=1+—HBZHFREXHH
the amount arising from the capital reduction carried out BERREARARZZSZ—FHRBRAELEZ
by the Company in 2001. The special capital reserve at 30th SHE-R_ZBZERNFNAZTHZENERGH
June, 2006 includes the amount arising from group BREARAARBE-_STNF~A=1+H
reorganisation and capital reorganisation carried out by the EAEASESHEREBRAELEZ SR
Company during six months ended 30th June, 2006.

(b)  The other non-distributable reserves of the Group include  (b) ZAEBEMBFRADKHEELFERERFEAR

statutory reserves required to be appropriated from the profit
after taxation of the Company’s subsidiaries and associates
of the People's Republic of China (“PRC") under PRC laws
and regulations. The amount of the appropriation is at the
discretion of the PRC subsidiaries’ board of directors.

HAME ([HE])ERBEEBARREZH BB
D E) R B N R 2 B A& o ) A B R E R
gz eRmPENBEARNEREGRE
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT
BHEGERESRNERRK
For the six months ended 30th June, 2006 #HZ —ZEZ XF,A=FTHIL/,NEA

Six months ended 30th June,
BZXA=tHILXEAH

2006 2005

= L A
HK$°000 HK$'000
FET FET
(unaudited) (unaudited)

(REER) (REEZ)

Net cash from operating activities #& % ¥ 7% 1538 & F 58 7,815 215,465

Net cash used in WEXBFAR S FEE:
investing activities:
Cash outflow through dividend ZBEWEZIRE R

in specie (94,092) -
Purchase of available-for-sale BARAHHERHFRE
investments in securities (25,742) (78,406)
Purchase of property, BEWE BEREZME
plant and equipment (14,129) (1,377)
Other investing cash flows HihRERERE (20) -
(133,983) (79,783)
Net cash from BEEBFTISIR € F R
financing activities:
Advances from related companies [ & A 7] 8 5% 5,784 =
Advance from an associate e i RN = 4,145 20,139
Interest paid 21 & (567) (2,142)
Decrease in payables & 15 FR B R = (3,118)
Other financing cash flows EMmEReRE (60) (7)
9,302 14,872
Net (decrease) increase in BehkBReERE
cash and cash equivalents (R ) #0558 (116,866) 150,554
Cash and cash equivalents R—HA—BRZzReK
at 1st January ReFHE 108,601 111,588
Effect of foreign exchange [EXEH) w28
rate changes 3,829 -
Cash and cash equivalents RAA=+THBZRE R
at 30th June ReFR (4,436) 262,142
Analysis of the balances of RekBEeF
cash and cash equivalents: BB DT -
Bank balances and cash RITEBR MRS 2,972 269,514
Bank overdrafts RITEX (7,408) (7,372)

(4,436) 262,142
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CHINA STRATEGIC HOLDINGS LIMITED /1 % & B A R 2 A

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

e

Bt 7 R M &

For the six months ended 30th June, 2006 #HZ —ZEZ XF,A=FTHIL/,NEA

e

GENERAL AND BASIS OF PREPARATION

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

GROUP REORGANISATION

In April, 2005, the Company announced that
the following group reorganisation (“Group
Reorganisation”) which is effective on 19th
May, 2006:

(i)  the Company continues to be a public
listed company with its subsidiaries
concentrating on its business of
manufacturing and trading of battery
products and investments in securities;

(i) all other subsidiaries of the Group carrying
on property development, investment
holding business and sand mining
business, and all other associates of the
Group carrying on manufacturing and
marketing of tires and business of
providing package tour, travel and other
related services were grouped under the
Group Dragon Investments Limited
("GDI", a wholly-owned subsidiary of the
Company) and its subsidiaries and
operated by the existing management of
the Company; and

(iii)  shares in GDI were distributed as dividend
in specie to the then shareholders of the
Company on the effective date of the
Group Reorganisation, on the basis of one
GDI share for every share in the Company
after the shares consolidation under the
capital reorganisation (“Capital
Reorganisation”) as described in note 23.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

2.

EEEA (#)

EREEEARBRAEHE 2 FEH
FIRARRAR_TEZERFNATH
T Z Bk A -

HAGRE M BRRME
For the six months ended 30th June, 2006 #HZ_ZTZF A=+ H1ENAA
2. GROUP REORGANISATION (continued)
Details of the Group Reorganisation and the
Capital Reorganisation are set out in the
Company’'s circular dated 10th September,
2005.
3. PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial
statements have been prepared on the historical
cost basis except for certain financial
instruments, which are measured at fair values.

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

In the current interim period, the Group has
applied, for the first time, a number of new
Hong Kong Financial Reporting Standards
(“HKFRSs"”), amendments to Hong Kong
Accounting Standards (“HKAS (Amendments)”)
and Interpretations (“HK(IFRIC) — INTs")
(hereinafter collectively referred to as the “new
HKFRSs"”) issued by the HKICPA, which are
either effective for accounting periods
beginning on or after 1st December, 2005 or
1st January, 2006. The adoption of the new
HKFRSs has resulted in changes to the Group's
accounting policies that have an effect on how
the results for the current or prior accounting
periods have been prepared and presented in
the following area:

Fair value option

In the current period, the Group has applied
HKAS 39 (Amendment) “The Fair Value Option”
which is effective for annual periods beginning
on or after 1st January 2006.

Prior to 1st January 2006, the Group designated
certain financial instruments as at fair value
through profit or loss.
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CHINA STRATEGIC HOLDINGS LIMITED /1 % & B A R 2 A

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
EHAREMERRME

For the six months ended 30th June, 2006 #HZ —ZEZ XF,A=FTHIL/,NEA

3.

PRINCIPAL ACCOUNTING POLICIES
(continued)

Fair value option (continued)

Financial assets previously designated as at fair
value through profit or loss reclassified as
available-for-sale investments

The amendment permits designating a financial
asset or financial liability as at fair value through
profit or loss when certain conditions are met.
Upon the application of this amendment, the
Group has reclassified certain equity instruments
in the amount of approximately
HK$194,050,000 as available-for-sale financial
assets which do not meet the conditions to be
classified as at fair value through profit or loss
on 1st January, 2005. An adjustment of
approximately HK$19,397,000 has been
transferred from the Group’s deficit to
investment revaluation reserve as at 1st January,
2005. (see note 3A for the financial impact)

The Group has not early applied the following
new amendment, standard or interpretations
that have been issued but are not yet effective.
The directors of the Company anticipate that
the application of these amendment, standard
or interpretations will have no material impact
on the financial statements of the Group.

HKAS 1 (Amendment) Capital disclosures’

HKFRS 7 Financial Instruments:
Disclosures’

Applying the Restatement
Approach under HKAS 29
“Financial Reporting in
Hyperinflationary
Economies”?

Scope of HKFRS 2 “Share-
based Payment”?

Reassessment of Embedded
Derivatives*

HK(IFRIC) - INT 7

HK(IFRIC) - INT 8

HK(IFRIC) - INT 9

! Effective for annual periods beginning on or after
1st January, 2007.

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

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

4 Effective for annual periods beginning on or after

1st June, 2006.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
EHAREMERRME

For the six months ended 30th June, 2006 #HZ —ZEZ XF,A=FTHIL/,NEA

3A. SUMMARY OF THE EFFECTS OF THE 3A. BT BIRS S EERE
CHANGES IN ACCOUNTING POLICIES

The effects of changes in accounting policies EXE 2 R R B B ¥ AN
described above on the results for the current BT HEEECFENT:

and prior period are as follows:

Six months ended 30th June,
BEZA~<A=1tRHIL~EA

2006 2005
—2EAFE _TTHH
HK$°000 HK$°000
FHT FHT

Increase in loss BR A 18 0 :
for the period:

Increase in fair AHEERAFRE
value changes on R EZEE LM
available-for-sale CRETAEMBA)

investments in securities
(previously included
in other income) 19,354 1,987
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

R E s

For the six months ended 30th June, 2006 & &

3A. SUMMARY OF THE EFFECTS OF THE
CHANGES IN ACCOUNTING POLICIES
(continued)

The cumulative effects of the application of the
new HKFRSs as at 1st January, 2005 are

/\E/\ﬂ +E_|J:/\1 ﬁ

3A. EFTBRBBRERE (8)

REAMEZEVHRELERNE R =
THFE-A—BZREZEM lZH

summarised as below: ™
As at
1st January, As at
2005 Effect of 1st January,
(as originally HKAS 39 2005
stated) (Amendment) (as restated)
EReEL
R-ZZBZRE $39% R-EZTLF
—RA—H CCHEN) —B—H
(RE25) A% (E%5)
HK$'000 HK$'000 HK$°000
F&r Fi& T F&T
Available-for-sale investments A it i & & HFIR &
in securities - 194,050 194,050
Investments in securities BAFEFAEZE
at fair value through ZBERE
profit or loss 194,050 (194,050) -
Total effects on assets HEEZRYE 194,050 = 194,050
Investment revaluation reserve &4 & {4 & = (19,397) (19,397)
Deficit &5 At (1,011,072) 19,397 (991,675)
Total effects on equity HEm By e (1,011,072) = (1,011,072)
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

L

4.

Bt 7 R M &

For the six months ended 30th June, 2006 &}

SEGMENT INFORMATION

Business segments

E-TT

4,

An analysis of the Group’s turnover and
contribution to operating results by business
segments is as follows:

&P

B M
R oA

H

BEH

g
P
%

}

H

%HH@

/\E/\H +E_|J:/\1 ﬁ

BMEBIAE D 2 EERR
XA AR

Discontinued

Continuing operations operation
BAL
BRGEXY BEXK
Manufacturing
Investments  and trading
in securities of battery
holding and products
advance of  and related Sand
receivables  accessories Others Sub-total mining  Consolidated
HERER
EERER ERERR
e B 5 HERS it Pt 37 g8
HK$000 HK$000 HK$'000 HK$000 HK$'000 HK$000
FET ThET T FET T FET
For the six months ended HE-TTNE
30th June, 2006 NAZTHIERER
TURNOVER EXR
External ) = 16,326 = 16,326 2,726 19,052
RESULT ES
Segment result PBEE 5,612 (1,498) (1,548) 2,566 (9,818) (7,252)
Unallocated corporate expenses 7 # & %% i (8,340) = (8,340)
Gain on disposal of interests & —IB A A AR 7 W
in an associate - - 17,180 17,180 - 17,180
Loss on dilution of interests ~ #E—HBENAER 2 EE
in an associate - - (65,762) (65,762) - (65,762)
Share of results of associates ~ FTFE & ARl 2 £ - - 16,681 16,681 - 16,681
Finance costs BERK = (443) (6,671) (7,114) - (7,114)
Loss before taxation RAEE (44,789) (9,818) (54,607)
Taxation WA 3 - 3
Loss for the period BREER (44,786) (9,818) (54,604)
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CHINA STRATEGIC HOLDINGS LIMITED /1 % & B A R 2 A

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

R E s

For the six months ended 30th June, 2006 #HZ —ZEZ XF,A=FTHIL/,NEA

4. SEGMENT INFORMATION (continued) 4. DHER (&)

Business segments (continued)

Continuing operations

KB (F)

FEREER
Manufacturing
Investments  and trading
in securities of battery
holding and products
advance of  and related
receivables accessories Others  Consolidated
HEREE
EFRER EHERR
Pk 23 R4 Hity RE
HK$000 HK$'000 HK$'000 HK$'000
FHT FHET FET FET
For the six months ended HE-ZTZHF
30th June, 2005 NA=+H
WEANTEA
TURNOVER EXE
External 4 - 17,267 - 17,267
RESULT ES
Segment result 7 HEE (39,921) (131) (3,684) (43,736)
Unallocated corporate expenses s 7 % % 7 f} (10,574)
Change in fair value of —HELmABR
conversion option of an ZHRCBRERE
unlisted convertible note NFEZEE - = (39,743) (39,743)
Loss on dilution of interests ~ #38 — A E# & 1A A
in an associate BExER - = (2,754) (2,754)
Share of results of associates FriEBt & N Az 46 - (136) 12,308 12,172
Finance costs HEKK - (303) (8,177) (8,480)
Loss before taxation WAIBE (93,115)
Taxation I (433)
Loss for the period HEER (93,548)
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
EHAREMERRME

For the six months ended 30th June, 2006 #HZ —ZEZ XF,A=FTHIL/,NEA

4. SEGMENT INFORMATION (continued) 4. DEEHR (&)
Geographical segments i & 5 3B
The following provides an analysis of the REBZRMWEMSE S 2EXEED
Group’s turnover by geographic market, T (EhEESFRER RS
irrespective of the origin of the goods/services: Z R H)
Turnover
= -1

Six months ended 30th June,
BEA~<AB=1tRHIL~EA

2006 2005
—EERE —ETRF
HK$°000 HK$'000
FETT FET
Continuing operations: SIS ST
The PRC, other HENBEEREE
than Hong Kong 11,266 16,134
Hong Kong BB 5,060 1,133
16,326 17,267
Discontinued operation: BRI T
The PRC, other HRE NBEERS
than Hong Kong 2,726 —

Total 4t 19,052 17,267
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

R E s

For the six months ended 30th June, 2006 #HZ_ZTZF A=+ H1ENAA
5. OTHER INCOME 5. HflA
Continuing Discontinued
operations operation Consolidated
BESEEY BRIEGEER g
Six months ended 30th June,
BZAA=tHLAEA
2006 2005 2006 2005 2006 2005
ZEEXRE  -ZZRE  CZBBRE  C-ZTHE  ZEERE  C-IZRE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FEn FHT TEn FHL FET FAT
Interest income FEKMA 22,819 29,489 - - 22,819 29,489
Dividend income from BHEREL
investments in securities REHA 687 519 - - 687 519
Exchange gain B 5 g 388 868 - - 388 868
Changes in fair value FIEEEEFREL
on investments in securities AT EZE
held for trading 23 18,781 - - 23 18,781
Gain on disposal of HET i & F7
available-for-sale REZ W
investments in securities - 9,303 - - - 9,303
Others i 977 4,923 97 - 1,074 4,923
24,894 63,883 97 - 24,991 63,883
6. OTHER EXPENSES 6. HMzH
Continuing Discontinued
operations operation Consolidated
BESEEY BRIEGEEE g
Six months ended 30th June,
HEAB=THLEAEA
2006 2005 2006 2005 2006 2005
ZEEXRE  -ZRRE  CZBEBERE  C-ZTHE  ZEERE  -IZRE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FEn FHT TEn FAL FEx FAT
Allowance for other receivables £ ft & 4 5778 5 i 5,372 18,550 - - 5,372 18,550
Allowance for loans and ERERRFSEE
interest receivables 6,282 73,283 - - 6,282 73,283
Impairment loss recognised At HEFFEEZ
in respect of BRAAEER
available-for-sale investments
in securities 2,260 - - - 2,260 -
13,914 91,833 - - 13,914 91,833
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
EHAREMERRME

For the six months ended 30th June, 2006 #HZ —ZEZ XF,A=FTHIL/,NEA

LOSS BEFORE TAXATION 7.

Loss before taxation has been arrived at after
charging:

BAIE R

AR R C HkR T oI & A

Continuing Discontinued
operations operation Consolidated
BREEEXY BALEEER g4
Six months ended 30th June,
BEXA=TALAEA
2006 2005 2006 2005 2006 2005
ZBERE  —ETRE  ZBERE  -TERF  CZBERE -EITIF
HK$'000 HK$000 HK$'000 HK$000 HK$'000 HK$ 000
FEn T TEn Fh FEx Fh
Amortisation of prepaid B RO TES
lease payments 296 260 - - 296 260
Depreciation of property, nE BERXENE
plant and equipment 1,047 1,008 4,452 - 5,499 1,008
Impairment loss recognised ~ HEZERARERSE
in respect of goodwill - - 4,561 - 4,561 -
TAXATION 8. MHHE
Continuing Discontinued
operations operation Consolidated
BEREEY BRIEBEER &e
Six months ended 30th June,
BEXA=TALAEA
2006 2005 2006 2005 2006 2005
ZBERE  —ETRE  ZBERE  _IERF  CBEXRE -EITIf
HK$'000 HK$000 HK$'000 HK$000 HK$'000 HK$ 000
FEn T TEn Fa FEx FA
The (credit) charge comprises AR RIREMBAR
taxation in other jurisdictions  JE{5 E L AiEEE 2
attributable to the Company & (K£) T H
and its subsidiaries 3) 433 - - 3) 433

No provision for Hong Kong Profits Tax has been
made since there was no assessable profit
arising in Hong Kong from the Group.

Taxation in other jurisdictions is calculated at
the rates prevailing in the relevant jurisdictions.

The Group has no significant unrecognised
deferred taxation at reporting dates or during
both periods.

HRARERETELBELERRD
A - B it I 4 B NS AR
B

St 3 A 2 BRI R AR 7%
R 2 AR R

RxEBPIMEEE AKEH
EEMERRERELEREA-



20

CHINA STRATEGIC HOLDINGS LIMITED /1 % & B A R 2 A

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
EHAREMERRME

For the six months ended 30th June, 2006 #HZ —ZEZ XF,A=FTHIL/,NEA

©)

DISCONTINUED OPERATION 9.

On 19th May, 2006, the Group distributed its
entire interests in REM/LEE S5 ER A A
("REMIAE") and EMNRBEEZEER A A
("B M #F5 ") as dividend in specie as a result
of the Group Reorganisation. R I8 and
E I #F5 are engaged in the business of sand
mining and the corresponding business segment
was regarded as discontinued operation during

the six months ended 30th June, 2006.

The result of the sand mining segment for the
period from 1st January, 2006 to 18th May,
2006 is as follows:

CRIEEEXRR

RZZBEXFREATAA - BAE
BETEEEEAMERAEENUE
WHADERE=MIEEZAERD
A([REmLE]) REMNREEXE
BR2R (TEMER]) 28Es 2
PR BRI AE R EMEBE IR
ERUEL MEBEBDERE
E_TZERERNA=THILAREAR
BESERIEREFER-

M-FEAFE—A-AZE-FTETX
FERATN\BEHE FEWoH ¥
LR NS

HK$'000

FAET

Turnover R 2,726

Cost of sales 85 B B AR (2,519)

Gross profit EH 207

Other income E A ug A 97

Administrative expenses TR H (5,561)
Impairment loss HEZERARMEBE

recognised in respect
of goodwill (4,561)
Loss for the period HAEE (9,818)

The net assets value of B L)8 and &M
2[5 at 19th May, 2006 is as follows:

RZBEXFAATAA - REM
TEREMBS 2 EEFENT:

HK$'000

FAEITL

Net assets distributed BEoREEFE 1,648
Attributable goodwill FEIEE 28 4,562

6,210
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
EHAREMERRME

For the six months ended 30th June, 2006 #HZ —ZEZ XF,A=FTHIL/,NEA

)

10.

DISCONTINUED OPERATION (continued)

The net assets value of RZET)L/H and E M
#2F% was distributed as dividend in specie upon
the completion of the Group Reorganisation.

REM/LE and BB did not make any
significant contribution to the cash flows of
the Group during the six months ended 30th
June, 2006. Since REM /L& and EIME
were acquired on 30th June, 2005, BT
& and E MBS did not make any significant
contribution to the cash flows of the Group
during the six months ended 30th June, 2005.

DIVIDEND

Pursuant to the Group Reorganisation as set
out in note 2, shares in GDI were distributed
as dividend in specie to the shareholders of the
Company on the basis of one GDI share for
every share in the Company after the Capital
Reorganisation as set out in note 23. The
amount of dividend in specie, approximately
HK$1,179,307,000, representing the net assets
value of GDI, was distributed on 19th May,
2006, which is the completion date of the
Group Reorganisation.

9.

10.

CRIEEEXRR (&)

REMLEREMNESR 2 EEFE
REBSHATREEBEYHAIE
RBE DK

REmLEREMEBEGIL EHAE
BEE_TTERNFAA=THLNRX
BAZREREFLHEMNEXRER
B-BRAEERN_ZTZTRF A
=tBRBKRBR=MIEREMRB
5 REm/LEREMNRSI &Y
AEBEBE_TTERFAA=TH
LEAREAZRSERELEFMER
BRte

@ =\

B2 TE 2 EBE4 AR A
BREBBUABRRE 25 EIREEE
2R EEEGEE —BRARQA
REAEHE 2 KD WER— R A BE
B (R0BIsE23FTEL) - AR B 2
©F#A&1,179,307,0007% 7T (B A%
BECEEFE) ERZZEZRFHAH
A+hB(EBEHEKBEH) »
K ©
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
EHAREMERRME

For the six months ended 30th June, 2006 #HZ —ZEZ XF,A=FTHIL/,NEA

10.

DIVIDEND (continued)

The aggregate amounts of assets and liabilities
distributed as dividend in specie as a result of

10. RE (&)

REBESEAMELL AEY T AIE
ARERBEZEERAGBAREN

the Group Reorganisation are as follows: T
HK$'000
FAET
Net assets value distributed: 22K & EFE :
Property, plant M RRERRME
and equipment 105,835
Goodwill Bk 4,562
Interests in associates PRB & R AR = 498,973
Available-for-sale AEHERERES
investments in securities 100,106
Deposit paid for acquisition ~ WEMEER I 2EE
of interest in properties 56,131
Other asset Hi & E 229,288
Inventories eSS 123
Amounts due JFE W Bt & R | R
from associates 145,338
Loans and interest FEWE R K F B
receivables 502,738
Other receivables, deposits Ha g sos ge
and prepayments R IEAT FKIB 21,445
Bank balances and cash RITHEBRNE 94,092
Trade payables, BNE SRR
other payables and H b fE 1S 5RIE
accrued charges LEEE A (26,787)
Amounts due to & B8 & R B I8
related companies (206,961)
Income tax payable e FT 5 %R (11,616)
Obligation under B &M AEIR
a finance lease (124)
Deferred tax liabilities EEFIAAE (21,175)
1,491,968
Minority interests DB R (312,661)

1,179,307
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

R E s

For the six months ended 30th June, 2006
11. LOSS PER SHARE

From continuing and discontinued
operations

The calculation of the basic and diluted loss
per share attributable to equity holders of the
parent for the period is based on the following

BHEz_Z

ZERENA=ZTRHIEARER

11. BREBE
REREKCENRCRIEEEXEK
A SR REFEAELER

EARANEEERIIRNATEBES

s -

data:
Six months ended 30th June,
BEXA=t+HLXEA
2006 2005
—EEXREF —EThE
HK$°000 HK$'000
FHETT F&T
Loss: E1E:
Loss for the period Mt EERERKE S
attributable to equity EEmE 2 & QAR E
holders of the parent FEARGHREEE
for the purposes of basic
and diluted loss per share 33,801 81,501
Six months ended 30th June,
BEXA=t+THLXEA
2006 2005
—EER —ETThE
Number of shares: RHE R :
Weighted average number St EZBREANEIE
of ordinary shares for s 2 &R nE T8
the purposes of basic
loss per share 440,797,543 440,797,543
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
EHAREMERRME

For the six months ended 30th June, 2006 #HZ —ZEZ XF,A=FTHIL/,NEA

11.

LOSS PER SHARE (continued) 1. BREE (&)

From continuing operations REGERSEXEK

The calculation of the basic and diluted loss A SRrREREARBGRE
per share from continuing operations FEICEEB 2 BRERNREEE
attributable to equity holders of the parent for BN TEIEE:

the period is based on the following data:

Six months ended 30th June,
BEA<A=1tRHLAEA

2006 2005
—EERE —ETRF
HK$'000 HK$'000
FET FHE T
Loss: E1E
Loss for the period BRARIREREA
attributable to equity FE (5 HARE B 18
holders of the parent 33,801 81,501
Less: Loss for the period R R AIRER A A
from discontinued EERBEE &I
operation attributable AR 2 B E R
to equity holders
of the parent 9,480 -
Loss for the purposes of R EREFELEEL 2
basic and diluted loss BREXNREEEE
per share from imeE &8
continuing operations 24,321 81,501
Six months ended 30th June,
BZEAA=1THILEAEA
2006 2005
—BEREF —ETRF
Number of shares: &R :
Weighted average number Bt EHREANEIE
of ordinary shares for M5 < & AR H0HE T 15 8
the purposes of
basic loss per share 440,797,543 440,797,543
The weighted average number of ordinary HE-_ZTZTRAFASA=THIEAE
shares for the purposes of basic loss per share AStat E B8R EAREE 2 T @R
for the six months ended 30th June, 2005 was T IR FE 23T P 1T 2
adjusted for the effect of the shares Rz BEFHR-

consolidation as set out in note 23.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

R E s

For the six months ended 30th June, 2006 #HZ —ZEZ XF,A=FTHIL/,NEA

11. LOSS PER SHARE (continued)

The following table summarises the impact on
the basic loss per share from continuing and
discontinued operations as a result of:

11.

BRER (&)

TEBMATISHEERAFELE
REREREXRB 2 BRENER

B2 483 -
ZRE.

Six months ended 30th June,
BEAA=THLAXEA

2006 2005
ZEERE —TTRF
HK cents HK cents
B B
Figures before adjustments FAZE AT F (3.3) (18.0)
Adjustments arising from HE & KK EH
changes in accounting mES 2 AE (RHE3)
policies (see note 3) (4.4) (0.5)
Adjusted R (7.7) (18.5)
No diluted loss per share has been presented HRBEEBTESEE LT AR

for both periods as there were no dilutive
potential ordinary shares in issue.

12. PROPERTY, PLANT AND EQUIPMENT

During the period, the Group incurred
expenditure of approximately HK$14,734,000
on property, plant and equipment. In addition,
a carrying amount of approximately
HK$525,000 was written off during the period.

12.

B W E 25 MR SEZ BREE
B8 -

REA AEBERYE BEREE
B4 #914,734,0005 T 2 X H e it
4N B E#9525,0008 T 2 BREE 2
A HA 7R J 4 o
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For the six months ended 30th June, 2006 #HZ —ZEZ XF,A=FTHIL/,NEA

13.

INTERESTS IN ASSOCIATES

13. RBMEQRAER

30.6.2006 31.12.2005

—gEAFE —TTa4

ANB=+H +t—A=+—8H

HK$°000 HK$'000

FHT FET

Share of net assets Frih B EFE = 546,551
Goodwill EES - 12,187
- 558,738

During the period, the Group disposed of its
entire 22.65% equity interests in China Velocity
Group Limited (a company whose shares were
listed on the Stock Exchange) at a consideration
of HK$30,000,000 and resulted in a gain on
disposal of interests in an associate of
approximately HK$17,180,000.

In addition, interests in Wing On Travel
(Holdings) Limited (“Wing On") were diluted
from 27.74% to 19.82% upon the placement
of shares by Wing On and resulted in a loss on
dilution of interests in an associate of
approximately HK$65,762,000.

The above mentioned interests in associates
held by the Group were distributed as dividend
in specie upon the completion of the Group
Reorganisation on 19th May, 2006. At 30th
June, 2006, the Group retained its interest in
an associate, Wing Fung Metal and Equipment
Company Limited, a limited liability company
which is incorporated in Hong Kong.

A AEEHEERNFEEER (£
B) AR (—EBRORE R E
MZRAR) Z2EE22.65%8K 7 #
% {8 430,000,000 7T IF 2= A4

& — A E QR E 417,180,000
BITe

BEoh Pk AR (PR AR ) B IR A A
(k%)) RER R K &2 B & BR 17 B B
27.74% %8 = 19.82% @ I E B
BER—HBE R ER 2 EBEY
65,762,000 T ©

RZZBZERFRATNBEEEAR
TERK 1% tLEEZK%‘%@%ﬁBAHﬁ%*é
"ﬁZ%¥EL‘Af¢%)—7ﬁ1’E%H
DIR-R_ZBEEFANA=Z+H" K
SEEBEERN —HEE Q7 Wing
Fung Metal and Equipment
Company Limited + — R & & 51
KIZBREERT
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
EHAREMERRME

For the six months ended 30th June, 2006 #HZ —ZEZ XF,A=FTHIL/,NEA

14. AVAILABLE-FOR-SALE INVESTMENTS IN
SECURITIES/INVESTMENTS IN SECURITIES
HELD FOR TRADING

(a)

(b)

Available-for-sale investments in
securities

During the period, the Group acquired
certain investments in securities at a
consideration of approximately
HK$25,742,000. In addition, gains on fair
value changes in investments in securities
of approximately HK$19,354,000 (six
months ended 30th June, 2005:
HK$1,987,000) have been recognised in
the equity.

At 30th June, 2006, investments
in securities of approximately
HK$16,694,000 were stated at cost less
impairment and the remaining securities
were stated at their fair values.

Investments in securities held for
trading

During the period, gains on fair value
changes in investments in securities of
approximately HK$23,000 (six months
ended 30th June, 2005: HK$18,781,000)
were recognised in the consolidated
income statement.

14. IHHERSRE HEEE
ZRFERE

(a) THHEHEFHRE

AEBHALA#H25,742,0007%8
TZRERES TEHKRE-
IS - B84 19,354,000 T
ZEHFEEAELNTFEZSH NS
(Bz—_=TZRFA=1H
175 @ A 1,987,000 7T) © B
IR TER -

RZBEERNFNAZ+H 4
16,694,000 T 2 B H LB %
A BB E S BR - T H 8% 5
BIA A B ER -

(b) HEEEZEHFRE

BN BHFREAFEZES 2
W %5 49 423,000 T (B E —
EETRENA=1TH LN
F 18,781,000/ 7T) » B 4R
Kk PER
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For the six months ended 30th June, 2006 #HZ —ZEZ XF,A=FTHIL/,NEA

15.

DEPOSIT PAID FOR ACQUISITION OF
INTEREST IN PROPERTIES

In previous years, the Group entered into a
conditional agreement with a third party to
acquire the properties interest in a parcel of
land situated in Shanghai, PRC and the 24-
storey building being erected upon the land
together with 2 levels of underground carparks
for a consideration of RMB450,000,000
(approximately HK$424,528,000). Deposit
of RMB58,000,000 (approximately
HK$55,716,000) was paid to the vendor
pursuant to the conditional agreement. Details
of these are set out in the annual report for
the year ended 31st December, 2005 issued by
the Company dated 7th April, 2006.

However, the conditions stated in the
agreement cannot be fulfilled by the vendor
and the Group commenced legal proceeding’s
against the vender. On 22nd June, 2006, the
People’s High Court of Shanghai City ruled the
case in favour of the Group and demanded the
vendor to continue fulfilling its obligations
under the agreement.

During the period, the directors of the Company
were also in discussion with the vendor for
settlement of the matters; however, there was
no assurance that such matters could be
resolved and settled with the vendor eventually.
The directors of the Company consulted its legal
counsel and decided to proceed with the
acquisition of the properties and were of the
view that the carrying amount of deposit was
not less than its recoverable amount.

The amount was distributed as dividend in
specie upon the completion of the Group
Reorganisation during the period.

15.

BB XEEIN2RE

RBEFE ANEBEFE=FFIL
— BB & E AMWE — B R
R ESm TR —EER LT
FTEBMUEZEF ERMEME
FHEIZ MEER REAARK
450,000,0007T (#7424,528,0007%
TL) o REBEHGMEBERE S XS A
R ¥58,000,0007T (%755,716,0007%8
TL) 2R E ° EF%%'IE%#N“WEA
—EERFNALHTEEHZ
$£¢+_H:+f5¢¢&22¢
WA

N B R EK B HETY 2 &
- mMAEEERE S HEIBUEET
%b 73_/\—7 7/\45'5/\)% + E J:
BT ERAREREE NS B R Z
RUHPBF WEREHEBRE
MEETHEE

HA ARAREENEST B #
RZEE EBMTREFBEER
AR RIS IR R I R T 2 B RN AR o
ARPEFCHARMZER X
REMBURBZENE IRRR
CZREENDREAKEE -

HAREBEBEAHTKILZ
EVMHTAERREDIK.
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Interim Report 2006 7 Hj ¥f &

29

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
EHAREMERRME

For the six months ended 30th June, 2006 #HZ —ZEZ XF,A=FTHIL/,NEA

16. OTHER ASSET

17.

18.

The amount represented cost incurred in
connection with a land development project of
MR LS EEZXE located in Long Shan
Development Area, Doumen District, Zhuhai City
and the project is to be jointly developed with
KEMELIXEEEZEE. The Group is
entitled to the exclusive development right to
the project and also the right to obtain the
land for the development (“Other Asset”). The
Group is also entitled to sell the Other Asset to
investors at consideration to be agreed among
themselves.

The directors has assessed the carrying value
of the Other Asset with reference to the
valuation performed by an independent valuer
and the amount was then distributed as
dividend in specie upon the completion of the
Group Reorganisation.

16. HtEE

HEEETHMERBREELE ZK
R-ZBBRIWEBMELEEESR
Bzt#EREBER LRIKEMY
P9 B 1L 3 R & - B AN 5 [ B 3R
BMEUIXEEEZE@ARE
R-AKBZAHEBZBRERE
REERMBELMABER ([HE
MEE]) AKETERZHENR
EXEMEEETREE

EXC2EFUGEMMAIEGLER
MEMEEZHREE MABSR
HREREBEEHTKRAEYL
XD IRIERIE

TRADE RECEIVABLES 17. BREZ RN
The Group allows its trade customers a credit REBE-RETESEP RHOE
period normally ranging from 90 days to 180 1808 2 IR Al- R EE A 2 EIE
days. The aged analysis of the trade receivables SERZERBRITOAT:
at the reporting date is as follows:
30.6.2006 31.12.2005
—BEREF —EThE
ANA=+RH +t—A=+—H”
HK$'000 HK$'000
FETT F¥ET
0-90 days 0%90H 6,193 4,408
91-180 days 91&180H 113 365
Over 180 days 180H A £ 12 —
6,318 4,773
AMOUNTS DUE FROM ASSOCIATES 18. FEUWHEEE N R KIE

An amount of approximately HK$9,102,000 was
advanced to an associate of the Group during
the period.

BRI NS [ — R B D R B
—%499,102,000& T 2 R IH
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For the six months ended 30th June, 2006 #HZ —ZEZ XF,A=FTHIL/,NEA

19.

20.

21.

LOANS AND INTEREST RECEIVABLES

The amounts carried interest at prevailing

market rates and were secured.

During the period, the Group made advances
of approximately HK$180,378,000 and received
repayments of approximately HK$182,536,000
as part of the operating activities of the Group.

In addition, an allowance of approximately
HK$6,282,000 (six months ended 30th June,
2005: HK$73,283,000) was made by the Group

during the period.

OTHER RECEIVABLES, DEPOSITS AND

PREPAYMENTS

An allowance of approximately HK$5,372,000
ended 30th
HK$18,550,000) was made for other receivables

(six months

June 2005:

19. EREREFE

RERRTMSHNEAE - A/E

R

B AN 5 B #4457 49 180,378,000/8
7T 30 B Y ER IR 5049 182,536,000/%8
T VERAEBKEER 2 —2H-

s N & E

n B A E S

476,282,000 T (BZE_ZEZTRHF
SNAZ=1+HBLIENEA73,283,000%

JT) Bt

20. HittEWRIB RERFAMNRK

bl

BN AEE B E A EWRIBER
495,372,0008 T (B ZE—_EE R F
SNAZ=1+HBIE/E A 18,550,000

during the period. TC) 2
TRADE PAYABLES, OTHER PAYABLES AND 21. ENESZRM HMESKIE
ACCRUED CHARGES KETER
The aged analysis of the trade payables at the RBEBH ENESERCER
reporting date is as follows: DT
30.6.2006 31.12.2005
—EEXRF —_ZETRHF
AA=+H tZHA=+—H
HK$’000 HK$'000
FETT FAEIT
0-90 days 0Z£90H 3,878 2,980
91-180 days 91£180H 1,250 929
Over 180 days 1808 A E 1,157 1,427
Trade payables BN E S FRIE 6,285 5,336
Other payables H b & < 3R I8
and accrued charges L EE A 20,360 50,823
26,645 56,159
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
BHGGEMBHRRME
For the six months ended 30th June, 2006 #HZ —ZEZ XF,A=FTHIL/,NEA

22. AMOUNTS DUE TO RELATED COMPANIES 22. ENBAEARAR—BBHE QT
AND AN ASSOCIATE MIE
The amounts due to related companies are JEHIEEJ@QT%J\ HAEEERA 28
unsecured, non-interest bearing and repayable WEREREEE-
on demand.
During the period, the Group incurred interest AR - 2N 65 [ 2 A 496,547,000 7T
expenses of approximately HK$6,547,000 ENASEBERR 2FEMZ-
payable to the related company of the Group. 4N - — 28 495,784,000 7T 2 5K IA
In addition, an amount of approximately RHAANRBERNEE@ERR 2B
HK$5,784,000 was advanced from the related e

companies of the Group.

The amount due to an associate is unsecured JET — B = A R RIB A EEIR R
and non-interest bearing. The directors of the RE-ARREFHZEE QA
Company have reached agreement with the ENERFEERART T ZEARE
associate that the Company will not be KA A RIEEFIE - I Z K IER IE
demanded repayment within 12 months from MBEEE KRR

the balance sheet date, therefore the amount
is disclosed under non-current liabilities.
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For the six months ended 30th June, 2006 #HZ —ZEZ XF,A=FTHIL/,NEA

23. SHARE CAPITAL 23. AR
Number
of shares Value
B EE EE
HK$'000
FAE T
Authorised: ERE:
Ordinary shares of SREEI10EB T 2 LB
HK$0.10 each at RZEZTRF
1st January 2005 and —A—BRk=-_ZETRF
31st December, 2005 +=—A=+—8H 8,000,000,000 800,000
Subdivision of shares & R4 (A i)
(note i) 8,000,000,000 -
Consolidation of shares & & B (K7 aEii)
(note ii) (8,000,000,000) -
Ordinary shares of FREEC10E T2
HK$0.10 each LTERN T F
at 30th June, 2006 NA=+H 8,000,000,000 800,000
Issued and fully paid: BEEITREE:
Ordinary shares of EREBEI10B T 2 E B
HK$0.10 each RZEZTREF
at 1st January, 2005and —A—BRER_-_ZTZTAHF
31st December, 2005 +=A=+—8H 881,595,087 88,160
Subdivision of shares &M (A i)
(note i) 881,595,087 —
Ordinary shares of SR MEE.OSEILY
HK$0.05 each AR 1,763,190,174 88,160
Consolidation of shares & R D (A7)
(note ii) (881,595,087) —
Ordinary shares of SREEI10EB LY
HK$0.10 each AR 881,595,087 88,160
Capital cancellation T H AR AN (B aiii)
(note iii) (440,797,544) (44,080)
Ordinary shares of SREEI10EB LY
HK$0.10 each TEBRN BT F
at 30th June, 2006 ~NA=FH 440,797,543 44,080
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R E s

For the six months ended 30th June, 2006 #HZ —ZEZ XF,A=FTHIL/,NEA

23. SHARE CAPITAL (continued)

As mentioned in note 2, the Company has
carried out the Capital Reorganisation during
the period which involves, inter alia, the
followings:

(i)  subdivision of the Company’s shares
into two shares of HK$0.05 each;

(i) consolidation of two shares of HK$0.05
each into one ordinary share of HK$0.10
each;

(ili) cancellation of the paid-up capital of
440,797,544 issued shares of HK$0.10
each (“Capital Cancellation”) and the
cancellation of the entire share premium
account of the Company;

(iv) the «credits of approximately
HK$44,080,000 and HK$1,900,916,000
resulting from the Capital Cancellation
and the cancellation of the share premium
account, respectively transferred to the
special capital reserve account of the
Company; and

(v)  such special capital reserve set off against
the accumulated deficit of the Company
as at the date of completion of the Group
Reorganisation.

Details of the Capital Reorganisation are set
out in the Company’s circular dated 10th
September, 2005.

23. A (&)

AN 2R A AR R B R B AT
BRAEHR EFFR(EFEFE) T
5l & 18 :

(i) BERADFROFAXSM
I AR E E0.058 T 2 IR 5

(i EMEREREE.05E T2
EHRS—REREE.10
BT BB

(iii)y 3T $4440,797,5448% T A% 0.10
BT 2 B BTG 2 BRI
(TFE#EIEA]) A RGFEHEAR
A2 EE M RER:

(ivy, #2575 AaEERAREHE
e BRMESZHER
FXIE #) 44,080,000/ T &
1,900,916,000/%& T 7 5l & #%
EARRRIZFRERREEF:
*

(v) ZEREARFEBERARAR
SEEHTK Az RTEEA

BAERZFBHIRARRR=-F
ThFENATHETIBEZBRD-
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EHAREMERRME

For the six months ended 30th June, 2006 #HZ —ZEZ XF,A=FTHIL/,NEA

24. COMMITMENTS 24. AIE
At 30th June, 2006, the Group had the R-ZBEERNFNAZ+H A£E
following commitments in respect of acquisition RWEME - -BERZEMESR
of property, plant and equipment: A
30.6.2006 31.12.2005
—BERE —ETRF
AA=t+H +ZA=+—H
HK$'000 HK$'000
FHETT FAETT
Contracted for but not B 5] 418 R B R B
provided in the interim MR EE BB
financial report 20,841 —
Authorised but not BEMEBRRTA
contracted for 106,455 -
PLEDGE OF ASSETS 25. EEHERA

25.

At 30th June, 2006, listed equity securities with
a carrying value of approximately
HK$47,045,000 (31st December, 2005:
HK$30,861,000) were pledged to secure margin
account credit facilities and banking facilities
granted to the Group. No facility was utilised
by the Group as at 30th June, 2006.

At 30th June, 2006, bank deposit of
approximately HK$1,056,000 (31st December,
2005: HK$1,036,000) was also pledged to
secure credit facilities granted to the Group.

R-ZEBEEZRFENA=Z1+H RKEE
4 547,045,000 L (ZEZERF
+=HA=+—H:30,861,000/% 7T )
ZELETBRAZBSFEEERERE
BrHEREEERBITEERE E
R-RZBEERNFANA=ZTH &%
B EEREAEESRE-

R-IZEENENA=Z+H AEE
B ##91,056,00008 T (—EZTH
F+-H=+—H:1,036,000%
) ZRITGEREEAEAEEZE
BEEZER-



Interim Report 2006 7 Hj ¥f &

MANAGEMENT DISCUSSION AND ANALYSIS

ANALYSIS OF THE GROUP’S PERFORMANCE

During the period, the Group had consolidated the
results of the subsidiaries carrying on property
development, investment holding business and sand
mining business, and equity accounted for the results
of all other associates of the Group carrying on the
manufacturing and marketing of tires and business
of providing package tour, travel and other related
services up to the date until the Group Reorganisation
took effect.

The turnover of the Group for the six months ended
30 June 2006 totaled HK$16.3 million, decreased
slightly 5.8% from HK$17.3 million from the same
period in 2005. The turnover for the period was
generated from the manufacturing and trading of
batteries products. Although the production and sales
in China’s battery industry maintained steady growth
in 2006, there were lower volumes driven by weaker
demand from some core customers which have
negatively impacted the revenue of the Group as the
international competition in battery market has
become more intense.

The unaudited consolidated net loss attributable to
equity holders of the parent for the six months ended
30 June 2006 decreased from approximately
HK$81.5 million for the same period in 2005 to
approximately HK$33.8 million in the current period
of 2006. The notable improvement was noted in the
decrease in other expenses which resulted from lower
allowance for loans and interest receivables being
recognised during the period. The net loss incurred
for the current period was mainly attributable to the
general and administrative expenses as well as the
loss on dilution of interest in an associate.

EEE WIS
AEBEREDH

HA AEEERAEEEEEALEN L
AREMEER RELEBREBRRY X
BZMBERREE AREAEEMRAL
EmBRRNERKEE REKTE IKER
HiMEEG  HbBE AR XA 2

e

AEBHEE_ZTZTNFANA=ZTHIER
Bz &% 16,300,000 0 & - F
TR [FHI17,300,0005 T #5.8% © HA
NEEBETERGELERIBEERE
BEK - BPAPHABHOEZAERBER
—ETERFREFRER BERAREMNT
% B BR 8 A 38 S R 2L DA R 3B A0
EPZHERKESMEREERBEEE T
BOBEAEERATREmTE-

BHE_ZTZANEANA=1tBLAEARH
NAREREABREZAKEZEEE
BFEHR_ZTZTAFREL 81,500,000
BLTRALPE_ZTENFARAEMBEY
33,800,000/ Lo th B Z R E Th AR EA A
BRZERER A BEERD EHE
S HR DR - AR FBEEZEHR
— R RATER S R E — R N B
w2 BT
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MANAGEMENT DISCUSSION AND ANALYSIS

LIQUIDITY AND FINANCIAL RESOURCES

During the first half of fiscal 2006, the Group
financed its operations mainly through cash
generated from its business activities and banking
facilities provided by its principal bankers. As at 30th
June 2006, the Group had working capital calculated
by current assets less current liabilities of
approximately HK$1.4 million and the current ratio
decreased to 1.03, compared with working capital
of approximately HK$755.7 million and current ratio
of 3.68 as at 31st December 2005.

In the first half of fiscal 2006, the net cash provided
by operating activities was approximately HK$7.8
million compared with HK$215.5 million provided
by operating activities in the same period of 2005.
The net cash used in investing activities and provided
by financing activities in the first half of fiscal 2006
was approximately HK$134.0 million and
HK$9.3 million, respectively; compared with
approximately HK$79.8 million and HK$14.9 million,
respectively, in the same period of 2005.

The Group's short-term bank loans and other
borrowings slightly increased from approximately
HK$8.6 million as at 31st December 2005 to
approximately HK$8.8 million as at 30th June 2006,
representing an increase of 2.3%. There were no
long-term bank loans and other borrowings as at
30th June 2006 and 31st December 2005. Gearing
ratio which is expressed as a ratio of total long-term
liabilities and other borrowings to the shareholders’
funds, remains nil as at 30th June 2006 and 31st
December 2005. As at 30th June 2006, the Group’s
total borrowings of approximately HK$8.8 million
were mainly denominated in Hong Kong dollar, the
maturity profile were all within one year, and bear
interest at floating rates.

EEE WIS
RBESKHMBER

R-EERNFYREE L¥F ANEBE
EUERERAMBESREEERIRT
REZRITEEEREEES - R
NENAZTRH AEERABHEERR
BEBENEZEEE S HY1,400,0000
To MBI RH A E1.03 HERZE
TRHE+-_A=+t—HBHzZEEE2 AL
/755,700,000 7 X B b K 53.68 o

RIEENFUREE EFF EEEK
Frie IR £ F 58 49 47,800,000 7T 48
R_ZTThFRACEEBGMIEHERES
SEEA A /215,500,000 L RZEE X
FUHBFEL¥F BREXBMALRRE
EERMRERERE S FES NN B
134,000,0007% 7T % 9,300,000 It 7 —
T HFRBERS 5479,800,000/%8
7T % 14,900,0005% 7T

AEBZEBPRTERREMEER =
TZERF+ = A =+—H%8,600,000/%8
TR ME—EERFAAA=Z1TAHY
8,800,000/ T " 1218 A2.3% - R=ZZTZ X
FRNA=+HEHNEN-_EZTRFE+ A=+
—B BMERPBRTERREMEE-&
AEELE (ARAGBEREMEERE
BRIUBREESBB) R_TEEFAA=
+AFR—EERF+_A=+—"H#&H
RE-R-_ZFEEZRNFNA=Z+H AEE
2 S E 498,800,000 7T T E B T
FTE ERAEBER—FUAR - LD
B R B
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MANAGEMENT DISCUSSION AND ANALYSIS

Capital expenditure aggregated to approximately
HK$14.7 million for the six months ended 30th June
2006 and was used primarily for purchasing of
property, plant and equipment. The Group’s capital
expenditures will continue to be funded primarily by
internal resources or external borrowings or a
combination of both as required.

Cash and bank balances amounted to approximately
HK$4.0 million as at 30th June 2006, and is mainly
denominated in Hong Kong dollars. During the six
months ended 30th June 2006, the Group did not
experience significant exposure to exchange rate and
interest rate fluctuations. As a result, the Group did
not enter into any material foreign exchange
contracts, currency swaps or other financial
derivatives.

SIGNIFICANT INVESTMENT
Super Energy Group Limited

Super Energy Group Limited (“Super Energy”) is
principally engaged in the production and sales of
batteries and battery-related accessories. Its major
products are the primary battery and the
re-chargeable battery. Super Energy is also actively
engaged in new product development by introducing
the latest technology into its products. Over the past
years, Super Energy has managed research and
development delicately towards creating advanced
manufacturing technologies in order to enhance the
quality of the batteries. The excellent research and
development capabilities and stringent quality control
have also enabled it to become an original equipment
manufacturer with solid and reputable track record.

Since 2004, all Super Energy’s batteries have been
manufactured in compliance with the standards of
International Organization for Standardization 9001
and provide full range of batteries free of mercury
and cadmium and proud to present its invention of
“No Mercury Button Cell Battery” and “Lithium-lon
Battery” that represent high quality, high capacity
and advance technology.

EEEzHAWRD

REZ-_ZTTZFAAA=Z+HIA~EAR
BRI A 414,700,000 7T T AR
BEVE BEREB-AEBZEARH
% B AR DA BB E R Bk (A AN R {E sk
REBR &S RS BT

R-BEXENA=1H BERRTHE
#R#)3£ 4,000,000/ 70 EBLABTEHE
BE-_ZTEXEANA=THIEAEA K
CEETEBIEXNERERF R LSRR
E Lt ANEBWEFTLERERINES
Y BB E e RITET A

EERE
BESEERATF

BEXBARAR ([HBE]) TERFEE
AAMEEEHZEH EXZEMBRE
AR ] FEE M - BB T S E m ol AFET
- BB EHEMRAE - EBEHF B
ERIRAAICELERERM 2R
A% URABBZER - BREERZ
MBI REEZREER TSEBMA
RARBEEBRIFZRAIRBEER-

A-TEME FEBEBLL AEYT
7 B IR AL 4L 40001 2 1B - I 1
BETSKRRBOELEI BLEHR
HEEREBER BEERAE RITR
— 57 [BRENELIRBHTE
st o
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MANAGEMENT DISCUSSION AND ANALYSIS

A new factory is currently under construction and
occupies the area over 110,000 square meters. The
new factory is fully equipped with advanced
machineries based on the best combination of
Japanese and European technologies and facilities.
Direct and onsite supervision from our technical
experts will ensure that the highest quality and
efficiency are achieved.

With the recovery of the world economy, the import
and export of the battery products in China has
increased. For the remainder of fiscal 2006, we aspire
to achieving further growth in revenue by increasing
advertising campaigns and plans to rapidly expand
new production to meet customer demand. In fact,
management is focusing our sales and product
development resources towards the growing markets
and will support the growth by devoting resources
to operational efficiencies, customer satisfaction,
capacity planning, and employee development.
Operating performance is one of our highest
priorities, as it is the delivery of superior products
and quality service that customers expect from our
Group.

PROSPECTS

Following the issuance of the National Eleventh Five-
Year Plan of the People’s Republic of China in March
2006, the long-term stability and prosperity of Hong
Kong was once again being brought to the headline
of the Chinese Government.

To cope with such favorable regional economic
atmosphere, the Group has once again taken the
leading role among most medium-sized locally listed
enterprises striving to be the frontier of re-positioning
itself and to explore best investment opportunities
for the long term benefit of our shareholders.

EEE WIS

ST E DR Ei5HHE#8110,000
EHK-FMEEARBILERSE &S
B A K BN 2 S8R Al & 5% e o £ AN [
RNMEREERBEMEET  BEREK

EomE RME.

BEEEREHEER FEEMEMRZ HA
A—BEAMER - —TTXNFURFEH
KRR AEERYHBEEZIRMES
mBREEIARBEBAFERAMETF
TESUWAE—FER-FTEL BEE
EHAREZHERERMBEERER

MRERP 25 AR EERE R
REFP EFEREEER LRRE

R A FHER- ARTFHTAEER
REEFNERREBERS HEERR
RAEBZBLEERTHEZ
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MANAGEMENT DISCUSSION AND ANALYSIS

A sequence of fundamental reorganization in the
corporate structure of the Group has been put forth
and it is now at its most flexible and prepared posture
for seizing whatever profitable and challenging
investment opportunity that may come.

China remains to be the centerpoint of the Group’s
target investments. According to the National
Development and Reform Commission of China, it is
expected that the gross domestic product per capita
of the country would reach 2,400 U.S. dollars in
year 2010 (upon the completion of the National
Eleventh Five-Year Plan) and China would then be
even more powerful in its overall strength.

In addition, the country’s average urban per
capita disposable income would then be
increased from last year’s 10,493 yuan renminbi
to 13,390 yuan renminbi, while rural per capita
net income will rise from 3,255 yuan renminbi
to 4,110 yuan renminbi (Sourced from:
http://english.gov.cn/2006-03/08/content_246945.htm).
Strong growth in personal consumption and
other form of domestic consumption will bring
forth the overall growth in its service industry
including retailing and the logistics industry.

Moreover, upto 45 million jobs will be created in
urban areas and the same number of farmers will be
trained to take up industrial jobs in such five years.
It is not only a news for the existing battery
manufacturing and trading business of the Group
but it also denotes a wide spectrum of investment
opportunities the Group now faces.

Given all such favorable attractions, the management
of the Group would maintain its prevailing
conservative attitude towards new investments.
Similar to those great years just passed, the
management would consolidate its precious
experience in corporate deals and investments to
strive for the utmost interest of the Group and all its
shareholders.

EEEzHAWRD

AEB-RINZARRBEAETHEHE
ETEP AEERREERSESOM
B WO DR EMAENEE X
BB ZREKE-

FEBEESNERBZRE 2P LB
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MANAGEMENT DISCUSSION AND ANALYSIS

CORPORATE DEVELOPMENTS

As stated in the joint announcement of the Company
dated 19th April, 2005, the Company announced

the following proposals,

if approved and

implemented, would result in below.

Group Reorganisation

(i)

(iii)

the Company continuing to be a public listed
company with its subsidiaries concentrating on
its business of manufacturing and trading of
battery products, investments in securities and
property and investment in unlisted investments;

all other subsidiaries of the Company carrying
on property development, vessels for sand
mining and investment holding business, and
all other associates of the Company carrying
on manufacturing and marketing of tires and
business of providing package tour, travel and
other related services being grouped under
Group Dragon Investments Limited (“GDI”), and
its subsidiaries; and

the distribution in specie of the GDI share to
the shareholders of the Company whose names
appear on the register of members of the
Company on the record date on the basis of
one GDI share for one consolidated share of
the Company.

EEE WIS
DNAEBRE

BEOAARKR-EEEEMATARE
RTMARGHE AAREHTHEE
R ERERBERERNEES B
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EEEH
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ARABEIRNEHERBERHEE.
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MANAGEMENT DISCUSSION AND ANALYSIS

Capital Reorganisation

The Company has carried out the Capital
Reorganisation during the period which involves, inter
alia, the following:

(i)

(if)

(iii)

(iv)

subdivision of the Company’s shares into two
shares of HK$0.05 each;

consolidation of two shares of HK$0.05 each
into one ordinary share of HK$0.10 each;

cancellation of the paid-up capital of
440,797,544 issued shares of HK$0.10 each
("Capital Cancellation”) and the cancellation
of the entire share premium account of the
Company;

the credits of approximately HK$44,080,000
and HK$1,900,916,000 resulting from the
Capital Cancellation and the cancellation of the
share premium account, respectively transferred
to the special capital reserve account of the
Company; and

such special capital reserve set off against the
accumulated deficit of the Company as at the
date of completion of the Group
Reorganisation.

Details of the Group Reorganisation and the Capital
Reorganisation are set out in the Company’s circular
dated 10th September, 2005.

The abovementioned proposals relating to the Capital
Reorganisation and the Group Reorganisation have
been completed on 18th May, 2006 and 19th May,
2006 respectively.
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MANAGEMENT DISCUSSION AND ANALYSIS

The Company had been informed by Hanny Holdings
Limited (“Hanny”) and PYI Corporation Limited
(“PYI") that they have entered into the share sale
agreement with Nation Field Limited (“Nation Field”)
on 10th March, 2005 pursuant to which and subject
to, inter alia, the implementation of the Group
Reorganisation in full, Nation Field agreed to acquire
135,000,000 shares (equivalent to 67,500,000
consolidated shares of the Company upon the Capital
Reorganisation having become effective) from each
of Hanny and PYIl, which shares represent
approximately an aggregate of 30.6% of the issued
share capital of the Company, for an aggregate
consideration of HK$52,110,000, equivalent to about
HK$0.193 per share (or HK$0.386 per consolidated
share). The share sale agreement has been completed
on 24th May, 2006.

On 23rd March, 2006, China Enterprises Limited, a
former non-wholly owned subsidiary of the Company,
entered into an agreement with Wing On Travel
(Holdings) Limited (“Wing On") for the subscription
of the 2% convertible exchangeable note issued by
Wing On to the Group for the consideration of
HK$300,000,000 (the “Subscription”). The
Subscription under an agreement constitutes a major
transaction for the Company under the Listing Rules.
Accordingly, the Subscription and the transactions
contemplated under the agreement are subject to
the approval of the shareholders of the Company at
general meeting. This transaction has been completed
in June, 2006.

The composite offer document containing terms and
details of the offer made by Kingston Securities
Limited on behalf of Nation Field to acquire all the
issued shares in the Company other than those
already owned by Nation Field and parties acting in
concert with it, together with the acceptance form
have been despatched to the shareholders of the
Company on 26th May, 2006. The offer has been
closed upon 4:00 p.m. on 16th June, 2006.
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MANAGEMENT DISCUSSION AND ANALYSIS

Immediately following the close of the offer, the
valid acceptance of 135,782,321 shares of the
Company received under the offer, Nation Field and
parties acting in concert with it, (including Hanny
and PYI), owned or controlled an aggregate of
394,602,115 shares of the Company, representing
approximately 89.52% of the issued share capital of
the Company as at the date of close of offer (out of
which 270,782,321 shares of the Company,
representing approximately 61.43% of the issued
share capital of the Company, are held by Nation
Field) and there are 46,195,428 shares of the
Company in the hands of the public, representing
approximately 10.48% of the voting rights of the
Company.

Given that the public float of shares of the Company
is less than 25% of the issued share capital of
Company after the close of offer, the Company is
required to suspend trading in the shares of the
Company until the public float is restored as required
under the Listing Rules.

NUMBER OF EMPLOYEES, REMUNERATION
POLICIES AND SHARE OPTION SCHEME

As at 30th June, 2006 the Group employed
approximately 370 staff. Remuneration packages
comprised of salary and year-end bonus based on
individual merits.

No share options were granted or exercised during
the six months ended 30th June, 2006.

EEEzHAWRD

SZRENIEEZB LG BEREEZREX
¥ 42 135,782,321 8% f% {5 Nation Field
FEE-HITEHZ AL (B2FERELR
) A s Hl A $£394,602,1158% B 15
HAREIRKERZBIEBE T 2R
7K #789.52% (E A Nation Field# &
270,782,321 AR EIRG  h A A FE
BT 2 AR 4)61.43%) 46,195,428
AARBDABEABRALHFE AL
Al ZFRRMEAI10.48% °

HRARBRRMDZ ARFRENKERZ
BEIRIRANABEBITRAZ25%
RARAEEEERARERN EEME
ETRABEZ AR E-

BEHE FHBERRBRETS

—EERERNA=ZTRH - ARFEHE370
2EE -FHERFE RIRENKRRFTE
ZEFRIEAL

REBE-_ZTZREFNA=ZTHLEREA
WA E B EER B SITE



44

CHINA STRATEGIC HOLDINGS LIMITED /1 % & B A R 2 A

i E R

Other Information
INTERIM DIVIDEND

The directors do not recommend the payment of an
interim dividend for the six months ended 30th June,
2006 (2005: Nil).

However, pursuant to the Group Reorganisation,
shares in Group Dragon Investments Limited (“GDI"),
were distributed as dividend in specie to the
shareholders of the Company on the basis of one
GDI share for every share in the Company after the
Capital Reorganisation. The amount of dividend in
specie, approximately HK$1,179,307,000,
representing the net assets value of GDI, was
distributed on 19th May, 2006, which is the
completion date of the Group Reorganisation.

DIRECTORS’ INTERESTS

As at 30th June, 2006, the interests and short
positions of the directors of the Company (the
“Directors”) in the shares, debentures or underlying
shares of the Company or any of its associated
corporations (within the meaning of the Part XV of
the Securities and Futures Ordinance (the “SFO")) or
which were required, pursuant to section 352 of the
SFO to be entered in the register referred to therein
or which were required to be notified to the
Company and The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) pursuant to the
Model Code for Securities Transactions by Directors
of Listed Companies were as follows:

Shares and (in respect of equity derivatives)
Underlying Shares
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Mr. Gao Yang (Note 2) Long Position Corporate 270,782,321 61.43%
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Notes: B 7#:
1. Share(s) of HK$0.10 each in the capital of the Company. 1. AAFRARFIREEOC. 107 T 2 B
2. Mr. Gao Yang is deemed to be interested in 270,782,321 2. Gao Yangst 4 i 8 7 Nation Field Limited

shares in the Company through the interest in Nation Field
Limited which is a company beneficially owned by Mr. Gao
Yang.
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Save as disclosed above, as at 30th June, 2006 none
of the Company’s directors or chief executive of the
Company or their associates had any interest or short
position whether beneficial or non-beneficial, in the
shares or underlying shares and debentures of the
Company or any of its associated corporations that
was required to be recorded pursuant to section 352
of the SFO or as otherwise notified to the Company
and the Stock Exchange pursuant to the Model Code
for Securities Transaction by Directors of Listed
Companies.

SHARE OPTIONS

In June, 2002, the Company adopted a new share
option scheme (the “Scheme”) in order to comply
with the new requirements of Chapter 17 of the
Listing Rules effective from 1st September, 2001.

No share option was granted to any director of the
Company since the adoption of the Scheme. There
are no share options outstanding as at 30th June,
2006.

SUBSTANTIAL SHAREHOLDERS

According to the list of substantial shareholders
extracted from the website of the Stock Exchange
(www.hkex.com.hk), the following companies or
persons had as at 30th June, 2006 an interest or
short position in the shares and the underlying shares
of the Company as recorded in the register required
to be kept under section 336 of the SFO and which
would fall to be disclosed to the Company under
the provisions of Divisions 2 and 3 of Part XV of the
SFO.
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Percentage
Number of issued
Name Capacity Notes of shares  share capital
BT
nE/ BB 51 et BROEHE [N g
Nation Field Limited Beneficial owner 1 270,782,321 61.43%
E=BERA
Mr. Gao Yang Interest held by 1 270,782,321 61.43%
controlled corporation
Gao Yang#t & XESEERE R
Calisan Developments Limited Beneficial owner 2 61,909,897 14.04%
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Percentage
Number of issued
Name Capacity Notes of shares  share capital
2 81T
%A 0] Kt &t g ¢ BREBD
Great Decision Limited Interest held by 2 61,909,897 14.04%
controlled corporation
REHZEZERFA 2R
PYI Investments Group Limited  Interest held by 2 61,909,897 14.04%
controlled corporation
REGHEERA 2R
PYI Corporation Limited Interest held by 2 61,909,897 14.04%
controlled corporation
REEEFR LA REGHEERA 2 #ER
Security interest 20,250,000 4.59%
EfER
Well Orient Limited Beneficial owner 3 61,909,897 14.04%
BRERLDA ExBEAA
20,250,000 4.59%
Powervote Technology Limited Interest held by 3 61,909,897 14.04%
controlled corporation
REGZEZERFA 2R
20,250,000 4.59%
Hanny Magnetics Interest held by 3 61,909,897 14.04%
(B.V.1.) Limited controlled corporation
REGEERE 2R
20,250,000 4.59%
Hanny Holdings Limited Interest held by 3 61,909,897 14.04%
controlled corporation
REEEFRAA REGEERFA 2 ER
Security interest 20,250,000 4.59%
Rk £
Christian Emil Toggenburger Beneficial owner 31,966,250 7.25%
EREAA
Notes: B 7#:
1. Gao Yang is deemed to be interested in 270,782,321 shares 1. Gao Yangi% i 5 Nation Field Limited (Gao

in the Company through the interest in Nation Field Limited
which is a company beneficially owned by Mr. Gao Yang.

Yang it E BB 2 A R]) Z R m W ARER
270,782,321 AR A R D R RS
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2. PYI Corporation Limited (“PYI"”) owns the entire interest of

PYI Investments Group Limited (“PYIIG"”). PYIIG owns the
entire interest of Great Decision Limited (“GDL") which in
turn owns the entire interest in Calisan Developments Limited
(“Calisan”). Accordingly, GDL, PYIIG and PYI are deemed to
be interested 61,909,897 shares of the Company which are
held by Calisan.

3. Well Orient Limited (“WOL") is wholly-owned by Powervote
Technology Limited (“PTL") which in turn is owned by Hanny

Magnetics (B.V.l.) Limited (“Hanny Magnetics”). Hanny

Magnetics is wholly-owned by Hanny Holdings Limited
(“Hanny”). PTL, Hanny Magnetics and Hanny were deemed
to be interested in 61,909,897 shares of the Company which
were held by WOL.

All the interests stated above represent long positions.
As at 30th June, 2006, no short positions were
recorded in the Register of Interests in Shares and
Short Positions required to be kept under Section
336 of the SFO.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

There was no purchase, sale or redemption of the
listed securities of the Company by the Company or
its subsidiaries during the period.

MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS

The Company has adopted the Model Code as set
out in Appendix 10 of the Listing Rules as its code
of conduct regarding directors’ securities transactions.
Having made specific enquiry of all directors, the
directors have complied with the required standard
set out in the Model Code as provided in Appendix
10 of the Listing Rules.
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CODE ON CORPORATE GOVERNANCE PRACTICES

The Company is committed to maintaining high
standards of corporate governance so as to ensure
better transparency and protection of shareholders’
interest. The Company has complied with the code
provision of the Code on Corporate Governance
Practices (the “Code"”) in Appendix 14 of the Listing
Rules throughout the six months ended 30th June,
2006, except for the following deviations:

1. Code Provision A.4.1. stipulates that non-
executive directors should be appointed for a
specific term and subject to re-election.
Independent non-executive directors of the
Company do not have a specific term of
appointment as subject to retirement by
rotation and re-election at the annual general
meeting in accordance with the articles of
association of the Company.

2.  Code Provision E.1.2. stipulates that the
chairman of the board should attend the annual
general meeting. The Chairman was unable to
attend the annual general meeting held on 29th
June, 2006 as he had another engagement that
was important to the business of the Company.

AUDIT COMMITTEE

The audit committee of the Company comprises
Mr. Wong King Lam, Joseph, Mr. Sin Chi Fai and
Ms. Ching Yuen Man, Angela who are independent
non-executive directors. The audit committee has
reviewed with management the accounting principles
and practices adopted by the Group and discussed
auditing, internal control and financial reporting
matters including the review of the unaudited interim
financial report for the six months ended 30th June,
2006.

By Order of the Board
Gao Yang

Chairman

Hong Kong, 26th September, 2006
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