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Management Discussion and Analysis

BEE 27 mE D

The directors are pleased to present the Group’s Interim Report
and condensed consolidated financial statements for the six
months ended 30 June 2006. The consolidated results,
condensed consolidated cash flow statement and consolidated
statement of changes in equity for the Group for the six months
ended 30 June 2006, and the consolidated balance sheet as at
30 June 2006 of the Group, all of which are unaudited, along
with selected explanatory notes, are set out on pages 15 to 46
of this report.

MANAGEMENT DISCUSSION AND ANALYSIS
Financial and business review

For the six months ended 30 June 2006, the Group achieved
remarkable performance in the results and financial position. The
Directors and the management are pleased to present, during
the first half of year 2006, the Group recorded growth in turnover
and profit attributable to the shareholders. The development of
each business segments displayed a trend of balanced
performance. It laid down a solid foundation for the future
business further advancement for the Group.

For the first half of year 2006, the Group’s turnover amounted to
HK$193.55 million, as compared to turnover of HK$178.97 million
for the corresponding period last year. The profit attributable to
shareholders amounted to HK$42.22 million, as compared to
HK$38.57 million of same period last year. The change of the
revenue sharing scheme of IVR business did temporarily affect
the earning of the Group. However, in the areas of EFT-POS
terminals sales and the short term investment, the performance
was encouraging. These contributed to the better overall
performance over that of last year.
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Management Discussion and Analysis (continued)
EEEZWED T @

MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

Financial solutions, services and related products

During the period under review, the business segment recorded
a turnover of HK$49.33 million (2005 interim: HK$49.10 million)
and a loss of HK$7.08 million (2005 interim: profit of HK$0.76
million)

During the first half of this year, the Group increased expenses
in new business lines. The expenses will bring about future
benefits. However, increased expenses incurred during the period
under review contributed to the loss.

During the period under review, the financial solutions and
consultancy services for ICBC (Asia) in Hong Kong and Bank of
Communications in China were implemented orderly. At the same
time, the system integration services businesses for People’s
Bank of China and other banks were moving forward smoothly.

The Group was active in expanding into new business
opportunities in the financial sector, achieving significant progress
in signing cooperation agreement with bank. In certain cities, we
have begun the installation and operation of ATM machines and
have accomplished what we expected.

Electronic payment solutions and products

This business segment recorded a turnover of HK$83.42 million
(2005 interim: HK$48.10 million) and a profit of HK$15.12 million
(2005 interim : HK$5.70 million). The management are pleased
to note the remarkable performance in the turnover and profit
demonstrated a development trend of advancing in unison.

The rapid growth of electronic payment products and services
was benefited from the positive exploration of both the Mainland
China market and the international market. In particular, the
volume of shipment to China Union Pay was further boosted.
During the reporting period, the shipment for Mainland China
market accounted for 83% of the total. Out of which, the shipment
to China Union Pay was 70% of the total shipment of the Mainland
market, while that of international market was 17% of the total
shipment.

The management believes that following the positive progress of
the strategy of China, Olympic Game, the volume of credit card
issuance in Mainland China will be growing rapidly. The
environment / infrastructure of credit card usage will be further
improved. These factors will sustain to drive the market demand
for electronic payment product. In the coming future, it is
envisaged the electronic payment products and services will attain
a more considerable development.
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Management Discussion and Analysis (continueq)
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MANAGEMENT DISCUSSION AND ANALYSIS
(Continued)

Telecommunication solutions, services, information
technology operation value-added services and related
products

During the period under review, this business segment recorded
a turnover of HK$60.80 million (2005 interim: HK$81.67 million)
and a profit of HK$30.19 million (2005 interim: HK$50.50 million).
The main reason for the decrease in turnover and profit was the
change in the revenue sharing scheme.

The market size of the IVR business continued to expand further.
Taking out the effect of the decrease of the revenue sharing
percentage, the business volume operated under the Hi Sun’s
IVR platform achieved a growth of approximately 39% over the
same period last year. The management considered that following
the continuous expansion of the business scale and the
centralization of the IVR platform, the IVR business will be able
to achieve outstanding performance in the coming future.

During the reporting period, the nation-wide IVR business platform
operation, the Group also expanded into regional network
operation business. Several regional network business platform
have been operated. It is expected that in the future, these
regional network business will be able to bring new source of
income to the Group.

PROSPECTS

Looking forward, we are very confident in the future prospect of
the Group. Following the completion of the construction of several
commercial core banking systems in China and Hong Kong, the
success of which enhanced our level of expertise and market
position in this niche market. We will continue to strengthen our
market position and technical expertise in the banking solution.
Based on the established market position and experience, we
have been engaged in the initial preparation for the ATM and
electronic fund transfer POS operation services as well as
outsourcing for the financial institutions

In the telecommunication front, we will keep innovating to adapt
to the ever-changing environment in order to provide first class
value-added platform operation for our partners. New technology
based on 3G communication are well prepared and several new
products and services for mobile service delivery are also under
development. Further resources in these areas will be invested
in the coming years.
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Management Discussion and Analysis (continued)
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PROSPECTS (Continued)

Thanks to our partners of the capital market who are confident
in our management and invest in our several rounds of equity
financing this year. Not only is it strengthened our financial
position to embark upon the new projects, it also boost our
confidence to execute our plans. With all these support from our
clients and partners, together with the endeavors of the
management and staff, we are committed to dedicating our
expertise and experience to pursuing our goal of being leading
service player in the financial and telecommunication industries
and to striving to satisfy the client and shareholders by making
continuous progress and innovation, as well as sustainable growth
and development.

LIQUIDITY AND FINANCIAL RESOURCES

As at 30 June 2006, the Group reported total assets of
HK$396.11 million (31 December 2005: HK$313.74 million), which
were financed by total liabilities of HK$124.37 million (31
December 2005: HK$186.31 million) and equity of HK$271.74
million (31 December 2005: HK$127.43 million). The net assets
value was HK$271.74 million (31 December 2005: HK$127.43
million). The net assets value per share amounted to HK$0.166
per share as compared to HK$0.096 per share as at 31 December
2005.

As at 30 June 2006, the Group had cash of HK$179.32 million
(31 December 2005: HK$156.58 million) and financial liability
portion of convertible preference shares issued by a subsidiary
of HK$21.77 million (31 December 2005: HK$21.17 million). As
at 30 June 2006, the Group has no short term borrowings (31
December 2005: HK$48.08 million). The net cash position as at
that date was HK$179.32 million as compared to HK$108.50
million as at 31 December 2005. The gearing ratio (defined as
total borrowings divided by shareholders’ equity) was 0.08 as
compared to 0.54 as at 31 December 2005.
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Management Discussion and Analysis (continueq)
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CAPITAL STRUCTURE AND DETAILS OF CHARGES

As at 30 June 2006, the Group has no short term borrowings.

As at 30 June 2006, the financial liability portion of convertible
preference shares issued by a subsidiary was HK$21.77 million
which was denominated in Hong Kong dollars and the effective
interest rate was 8.27% per annum.

Approximately HK$48.04 million, HK$125.81 million and HK$5.47
million of the Group’s cash balances were denominated in
Renminbi, Hong Kong dollar and US dollar respectively as at 30
June 2006.

NUMBER AND REMUNERATION OF EMPLOYEES,
REMUNERATION POLICIES, BONUS AND SHARE
OPTION SCHEMES AND TRAINING SCHEMES

ﬁzliéﬁffﬁﬁifﬁfﬁﬁﬁ‘*
RIEBEERERNA=ZTH AEBEWETM
hf_\L/Hﬂ{ /T)\°
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Tz BRBREERVEEERD B
21,770,000 70" E AR BLE THE B
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#24948,040,0007% 7T+ 125,810,000 7t &
5,470,000 B T O RIAARE - EITRET
HI{E -

BEABREFMW HMBR 24
B 18 5T &1 22 3% B 51 &
NG

58

The total number of employees of the Group as at 30 June 2006 AEER - ZETNFA=+HZRE®
was 705. The breakdown of employees by division is as follows: & A705A -8 B R IBLFIMD 0T :
Financial solutions, services and related products fﬁwﬂiﬁfmﬁ%ﬁ’f AR 7% & /A 8 E 282
Electronic payment solutions and products BEFXNBRIRERE R 146
Telecommunication solutions, services, BHBARTE RE HBEE®

related products and others KEAM 112
IVR operation IVRZ 7% 147
Corporate office TERAE 18

705

The Group ensures that its remuneration packages are
comprehensive and competitive. Employees are remunerated with
a fixed monthly income plus annual performance related bonuses.
The Group also sponsors selected employees to attend external
training courses that suit the needs of the Group’s business.

CONTINGENT LIABILITIES
The Group had no material contingent liability as at 30 June
2006.

EXPOSURE TO FLUCTUATIONS
RATES AND RELATED HEDGES
The Group derives most of its revenue from the PRC and Hong
Kong and makes purchase and incurs expenses denominated
mainly in US dollar, Renminbi and Hong Kong dollar. The Group’s
exposure to the fluctuation of exchange rate is minimal. Currently,
the Group has not entered into agreements or purchased
instruments to hedge the Group’s exchange rate risks.

IN EXCHANGE
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Additional Information

H it & #

SHARE OPTION SCHEME

(a)

The Company

The Company operates a share option scheme (the
“Scheme”) for the purpose of attracting, retaining and
motivating talented employees in order to strive for future
developments and expansion of the Group. Eligible
participants of the Scheme include the Group’s full-time
employees, and executive and non-executive Directors.
The Scheme became effective on 29 November 2001 and
unless otherwise cancelled or amended, will remain valid
and effective for a period of 10 years from that date.

On 18 March 2004, 33,000,000 share options were granted
to certain directors and employees at HK$0.374 (the
average closing price of the shares as quoted in the daily
guotations sheets issued by the Stock Exchange of Hong
Kong Limited for the five business days immediately
preceding 18 March 2004) with an expiry date of 17 March
2014.

Pursuant to an ordinary resolution passed on 17 August
2005, a refreshment of the limit on grant of options under
the Scheme was approved by the shareholders. Upon
refreshing the 10 per cent limit on grant of options under
the Scheme, 33,305,403 shares may be issued pursuant
to the grant of further options under the Scheme.

On 26 September 2005, 33,300,000 share options were
granted to certain directors and employees at HK$0.768
(the average closing price of the shares as quoted in the
daily quotations sheets issued by the Stock Exchange of
Hong Kong Limited for the five business days immediately
preceding 26 September 2005) with an expiry date of 25
September 2015.

The detailed terms of the Scheme were disclosed in the
2005 Annual Report. There are no changes in any term of
the Scheme during the six months ended 30 June 2006.
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Additional Information (continueq)
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SHARE OPTION SCHEME (Continued) BIRESTE (&)
(@) The Company (Continued) (@) ZA2Q7F (&)
As at 30 June 20086, the particulars of the options granted RZBEZERNFXNAZ+H REZ
to each of the Directors and employees of the Company EMeRESEEA A EERE 2
under the Scheme are as follows: BREFBOT:
Movements in the Share Options: BERCREE E
Number of Number of
options Granted/ options
Exercise Exercise held at lapsed Exercised held at
price before price after 1 January 2006 during before share Adjustment 30 June 2006
share share  RZ-BEAXE the period  sub-division forshare WZZExE
sub-division sub-division -B-H #R Bt sub-division ~A=1H
Name Date of grant BB 27 KB 2 K& FERRE gEE/ AHA nRA FERRE
#g REBH e e #A B4% gt pkid i} #A
(HKS) (HKS)
(B7) (%7)
Directors £%
Mr. Kui Man Chun 18 March 2004* 0.374 0.0935 3,000,000 - - 9,000,000 12,000,000
RERRL ZEEEF=RINR
26 September 2005 0.768 0.192 3,300,000 - - 9,900,000 13,200,000
ZERREAAZTRAY
Mr. Lo Siu Yu 18 March 2004* 0.374 0.0935 3,300,000 - - 9,900,000 13,200,000
BETFRE ZEEEF=RNE
26 September 2005 0.768 0.192 3,300,000 - - 9,900,000 13,200,000
ZERREAACTRA”
Mr. Xu Wensheng 18 March 2004 0.374 0.0935 3,300,000 - - 9,900,000 13,200,000
Bysrs “EEMFZRETNR
26 September 2005 0.768 0.192 3,300,000 - - 9,900,000 13,200,000
ZEERENAZTAE
Mr. Li Wenjin 18 March 2004 0.374 0.0935 3,300,000 - - 9,900,000 13,200,000
ENEBRAE “EEMEZRETNR
26 September 2005 0.768 0.192 3,300,000 - - 9,900,000 13,200,000
ZERREAACTREY
Mr. Xu Chang Jun 18 March 2004 0.374 0.0935 3,300,000 - - 9,900,000 13,200,000
REERE ZEEEF=RNR
26 September 2005 0.768 0.192 3,300,000 - - 9,900,000 13,200,000
ZERREAACTRAY
Mr. Chan Yiu Kwong 18 March 2004 0.374 0.0935 1,500,000 - - 4,500,000 6,000,000
R E “EEMEZRTNR
26 September 2005 0.768 0.192 1,000,000 - - 3,000,000 4,000,000
ZEEREAAZTAE
35,200,000 - - 105,600,000 140,800,000
Employees E&
(In aggregate) 18 March 2004* 0.374 0.0935 15,300,000 - (10,000,000) 15,900,000 21,200,000
(&31) “IEMEZRTNET (Note)
(H3t)
26 September 2005 0.768 0.192 15,800,000 - - 47,400,000 63,200,000
ZEEREAAZTAE
66,300,000 - (10000000) 168900000 225200000
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Additional Information (continueq)
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SHARE OPTION SCHEME (Continued)

(a)

The Company (Continued)

The exercisable period of the above share options is from 18 March
2004 to 17 March 2014 (both dates inclusive).

i The option period commences on 26 September 2005 and expires
10 years thereafter. Options granted are vested as follows:

On 26 September 2005 Up to 50%

On 26 September 2006 Up to 100%

Note: The weighted average closing price immediately before the dates on

which the options were exercised was HK$2.27.

Employee incentive scheme of a subsidiary

On 4 April 2005, the Company approved its wholly-owned
subsidiary, Turbo Speed Technology Limited (“Turbo
Speed”), to adopt an employee incentive scheme (the
“Employee Incentive Scheme”) to motivate the employees
of Turbo Speed and its subsidiaries. On 8 July 2005,
1,425,000 share options had been granted to certain
directors and employees of its subsidiary to subscribe
ordinary shares of Turbo Speed at an exercise price of
HK$1.922 per share. The exercisable period of these share
options is from 8 July 2005 to 31 December 2008 (both
dates inclusive). During the six months ended 30 June
2006, 1,245,000 share options have been lapsed and no
share options have been exercised.

BBRESTE (&)

(a)

(b)

AT (&)

. LR A - FENE= A
TNAE-FE—mMFE=A++tH(EE
mEEEER) -

BRENEE —FERFNA— A
Fite - 104F 12 B B - B 1% tH B R 1 57 /8 40
o~

RZFEFHF

NA=+XAH 5%50%

R-FENE

NAZ=+~H #%100%
Hiat: EEERREETTIE AR N F U 0T

BA&227/87T

—XMBARIZEEREE

R_ZEERFMNANBE  AAFH A&
HE2%&MK B R A Turbo Speed
Technology Limited ( [ Turbo
Speed] ) F e B B &8 ([EB
#2EETEl]) - LA B Turbo Speed &z
HEWMBARZEE-R_ZTRF L
ANB mMEMBARETEERE
B % H11,425,00017 & i i - AR AT
188 & 1.922% ;T 32 # Turbo
Speed ¥ iR o Ik 55 B AR 1 2 77150 A7
H-ZEZERAFEANBEZZEN
F+-A=+—H (5RWMAREHE
W) REBEZTENFANA=TH
1E75 18 A 1,245,000 BB K
R B mEREREETE
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Additional Information (continueq)
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS EEZERITHAZNRO HBERGORE
AND SHORT POSITION IN THE SHARES, % zHEZERKXE

UNDERLYING SHARES AND DEBENTURES

As at 30 June 2006, the interests and short positions of each MR-TEENENA=1+H SEZRITHA
director and chief executive in the shares, underlying shares and R AR & R EEELE (T RES L
debentures of the Company and its associated corporations S50 ([FH MRS EG ) ) 2% 186
(within the meaning of the Securities and Futures Ordinance M RkEHF HAECD L AKRRRIREZS
(“SFO”), as recorded in the register maintained by the Company KEIEEHIE326FE 2 ELME NS
under Section 352 of the SFO or as notified to the Company AR T ZHEFRAXABWT:

were as follows:

(@) Ordinary shares of HK$0.0025 each in the Company (a) ARAFRESRMEE00025BTZER

i
Number of shares held
FiEROEE
Personal Corporate

Name of director interest interest Total
EENA B AR DA ER &t
Kui Man Chun - 757,083,636 (Note) 757,083,636
REH (Ktat)
Xu Sitao 600,000 - 600,000
HEE
Note: These shares are held by Kui Man Chun through Hi Sun Limited, a MaE: ZERMIAHESEEFFEAH Sun

company which Kui Man Chun holds a 99.16% interest, and Rich Limited (R & &5 H99.16% % = .2 1

Global Limited, a wholly-owned subsidiary of Hi Sun Limited. al) R Hi Sun LimitedZ £ £ M1 & X &

Rich Global Limited#* % °

10 BEBRE (FE)ERAT —STAERHBRE
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Additional Information (continueq)
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS EERTHARNAKRGO HBRORKE
AND SHORT POSITION IN THE SHARES, %2Rz RXE (£)
UNDERLYING SHARES AND DEBENTURES (Continued)

(b)  Ordinary shares in associated corporations (b) MELIEZZBER

Name of associated Category
Name of director corporation Number of shares held of interest
EEMA B ZEEB FERGEE EEER
Kui Man Chun Rich Global Limited 2 ordinary shares Corporate
RER 2% E ik NE
Kui Man Chun Hi Sun Limited 30,245,000 ordinary shares Personal
REF 30,245,000% & i@ % & A
Li Wenjin Hi Sun Limited 255,000 ordinary shares Personal
FXE 255,000/% & i@ % 18 A
Save as disclosed above, none of the directors or chief Br E XA EESATEAEIM
executive had any interests or short positions in the shares, W\ QR R EEM AR AR 2 R
or underlying shares in, or debentures, of the Company or M EEROESTEE TR
any of its associated corporations. KB -
Save as disclosed under the heading “Share Option BREXTIEIRESE ] — S EE
Scheme” above, at no time during the period was the SN RREAAERERE - AR A R
Company, its holding company or any of its subsidiaries NaE) S E AR B R F kR RN B
or fellow subsidiaries a party to any arrangement to enable NABLERT L E AL BEARQ A
the directors and chief executive of the Company to acquire EERTHRABHUEBEARAL
benefits by means of the acquisition of shares in, or ERIEAEAB G 2 R KEZHFMN
debentures of, the Company or any other body corporate. o

BEANE (RE)BERAT —TETAFRHES {1
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Additional Information (continueq)

HtEH @

SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
SHORT POSITIONS IN THE SHARES AND
UNDERLYING SHARES

The register of substantial shareholders maintained under Section
336 of the SFO shows that as at 30 June 2006, the Company
had been notified of the following substantial shareholders’
interests and short positions, being 5% or more of the Company’s
issued share capital. These interests are in addition to those
disclosed above in respect of the Directors and chief executive.

Name of shareholder

TERRRBROREBERO 2ERZR
KRB

BARBIRBES KB IEAIEI6HEEFE
Zﬂégﬂxﬁﬁuaﬂﬁﬁﬁ“ﬁﬂ—\ EA_7 7/\$/\
A=Z+RH AR EBHNE TN EREHSE
KAREEITIRAS%S A 2 #E 25 Mok
B RERmTERLELXFEZREHEEER
THRBE 2w

Number of ordinary shares

BRRERB ZERE™E

Rich Global Limited (“RGL”) 757,083,636

Hi Sun Limited (“HSL”) 757,083,636 (Note)

(Ktat)

Huge Rising Limited 264,000,000

Pacific Pilot Limited 120,000,000

Note: HSL is interested in the Company’s share capital by virtue of its 100%  M&F: HSLE# B RGLZ 100% k% # i1 10 2K 22 7] BR 2K #E
shareholding in RGL. BHase

PURCHASE, SALE OR REDEMPTION OF SHARES BE-HEIERRSG

The Company has not redeemed any of its shares during the 7872 A5 HA A 37 & B [l E A Ak (7 - HA A

period. Neither the Company nor any of its subsidiaries has ARRIHEFRMNEARIMEEBERXHE

purchased or sold any of the Company’s shares during the period.

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code for Securities
Transactions by Directors of the Listed Issuers on terms no less
exacting than the required standard set out in Appendix 10 of
the Listing Rules (the “Model Code”). The Model Code sets a
required standard against which directors and employees of the
Company and its subsidiaries (the “Group”) must measure their
conduct regarding transactions in securities of the Company.

Specific enquiry had been made to all the Directors and the
Directors have confirmed that they have complied with the
required standard set out in the Model Code throughout the six
months ended 30 June 20086.

EENMR(FE)ERAA —FTTNFFHRSE
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Additional Information (continueq)

HttER @

CORPORATE GOVERNANCE

The Company has complied with the code provisions of the
Code on Corporate Governance Practices (the “CG Code”) as
set out in Appendix 14 of the Listing Rules throughout the six
months ended 30 June 2006, except for the deviation from code
provision A.2.1, A.4.1 and E.1.2 of the CG Code.

Code provision A.2.1 stipulates that the roles of the chairman
and chief executive officer should be separate and should not
be performed by the same individual. The chairman of the board
does not perform the duty of chief executive officer, however,
six of the other executive directors who are also members of the
senior management share the role of the Chief Executive Officer.
The Board considers that due to the scale of operations of the
Group and the daily operation of the Group’s business are
delegated to the senior management and department heads, the
appointment of a Chief Executive Officer is not necessary.

Code provision A.4.1 stipulates that non-executive director should
be appointed for a specific term, subject to re-election. Although
the independent non-executive directors are not appointed for a
specific term, all directors of the Company are subject to
retirement by rotation once every three years and any new director
appointed to fill a causal vacancy shall submit himself/herself for
re-election by shareholders at the first general meeting after
appointment pursuant to the Company’s Bye-laws.

Code provision E.1.2 stipulates that the chairman of the Board
should attend the annual general meeting. The Chairman did not
attend the annual general meeting held on 23 May 2006, however,
Mr. Li Wenijin, as an executive director of the Company, took the
chair pursuant to the Bye-laws of the Company.

As such, the Company considers that sufficient measures have
been taken to ensure that the Company’s corporate governance
practices are no less exacting than those in the CG Code.

EEMNK(FE) ERALA
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WEFEZEITREE-

STRAHEXA4RTASETTE R AR ET
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Additional Information (continueq)

HtEH @

AUDIT COMMITTEE

The Audit Committee comprises three independent non-executive
directors, namely Mr. Tam Chun Fai, Mr. Leung Wai Man, Roger
and Mr. Xu Sitao. The Audit Committee has reviewed with
management the accounting principles and practices adopted
by the Group and discussed internal controls and financial
reporting matters including a review of the unaudited condensed
consolidated financial statements for the six months ended 30
June 2006 with the directors.

DIRECTORS’ INTEREST IN COMPETING BUSINESS
None of the directors of the Company have an interest in any
business constituting a competing business to the Group.

PENSION SCHEME

The subsidiaries operating in Hong Kong are required to
participate in a defined contribution retirement scheme of the
Group or Company set up in accordance with the Hong Kong
Mandatory Provident Fund Ordinance. Under the scheme, the
employees are required to contribute 5% of their monthly salaries
up to a maximum of HK$1,000 and they can choose to make
additional contributions. The employer’s monthly contributions
are calculated at 5% of the employee’s monthly salaries up to a
maximum of HK$1,000 (the “mandatory contributions”). The
employees are entitled to 100% of the employer’s mandatory
contributions upon their retirement at the age of 65 years old,
death or total incapacity.

In addition, pursuant to the government regulations in the People’s
Republic of China (“PRC”), the Group is required to contribute
an amount to certain retirement benefit schemes based on
approximately 7% to 20% of the wages for the year of those
workers in the PRC. The local municipal government undertakes
to assume the retirement benefits obligations of those workers
of the Group.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the directors, the directors confirmed
that the Company has maintained the amount of public float as
required under the Listing Rules throughout the six months ended
30 June 2006.

EENMR(FE)ERAA —FTTNFFHRSE
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HttER @

SUBSEQUENT EVENTS

Issue of convertible preference shares by a subsidiary

On 21 August 2006, Emerging Technology Limited (“Emerging
Technology”), a wholly-owned subsidiary of the Company, entered
into a subscription agreement with certain independent third party
subscribers in relation to the subscription of 760,778 new
convertible preference shares (“Convertible Preference Shares”)
of US$1.00 each in the share capital of Emerging Technology at
a total subscription price of US$18 million (equivalent to
approximately HK$140 million) (the “Subscription”). The
Convertible Preference Shares represent approximately 9.9% of
the existing issued share capital of Emerging Technology and
9.0% of the issued share capital of Emerging Technology as
enlarged by the Subscription. Under certain circumstances as
described in the subscription agreement, Emerging Technology
is required to issue to the subscribers additional new convertible
preference shares of up to approximately 3% of its issued share
capital if those circumstances are fulfilled.

The Subscribers are entitled to convert the Convertible Preference
Shares at any time during a period of two years from the date of
completion into either the ordinary shares of Emerging Technology
or the ordinary shares of the Company.

The subscription price will be settled in cash on completion. The
completion of the Subscription is conditional upon the fulfilment
of (a) amendment to the Memorandum of Association of Emerging
Technology as may be required to create the Convertible
Preference Shares of Emerging Technology; (b) permission to
deal in the Conversion Shares having been granted by the Listing
Committee of The Stock Exchange of Hong Kong Limited; (c)
the approval of the subscription agreement and the transactions
contemplated thereunder in a manner by the shareholders as
required by the Listing Rules; and (d) the execution of all
documents required to be duly executed on or before completion.
If any of the conditions above has not been fulfilled or waived
(save that item (b) and (c) above shall not be capable of being
waived) in writing by the subscribers on or prior to 16 October
2006 (or such later date as the Company, Emerging Technology
and the subscribers may agree in writing), the Subscription shall
terminate.

EEMNK(FE) ERALA

HEBA#®SEE
—XMEBARRTABRELER
RZZEZEXRFNAZ+—HB XAG2EN
B A Al Emerging Technology Limited
([Emerging TechnologyJ ) R TELE
ZAREAFTILR E%szﬁ:ﬁ AR BEREE
18,000,000 7T (4748 ;?56140,000,000/%
7T) REEEmerging Technology I AN /F & f%
E{E1.005 T 2 ¥ A ]ARE L IR ([ TR
B ]) 760,778 ([REEEIE]) - AJ 2
% 8 % B 1 Emerging TechnologylR B B
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SUBSEQUENT EVENTS (Continued) EEBHREE (&)
Issue of convertible preference shares by a subsidiary —XHBATRTIERELER (&)
(Continued)

The Subscription and the transactions contemplated herein above ARG HEA ST XFLANBZ
will be subject to the approval of the shareholders of the Company A&, F XFrillRBEEEREBENT SR
at the special general meeting to be convened on 25 September Z X ZEFARAIBREFR —ZZRFN
2006 as set out in the announcement of the Company dated 8 A _-+HAHBBRZESRIASHE 7]
September 2006. EE -

Management is in the process of assessing the financial impact & ¥ I8 I 57 (4 R 08 Al AR B L AR S A &
of the Subscription of the Convertible Preference Shares to the B2 B # g 2.
Group.
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Condensed Consolidated Income Statement

EEagsEER

For the six months ended 30 June 2006
BE-_ZFET A FENA=1THILNEA

Unaudited
Six months ended 30 June
KRGER
BZEANA=1THLEAEA
2006 2005
—E2EAREF —ETRF
Note HK$°000 HK$’000
Kt aF FET FAEIT
Turnover 0 4 193,554 178,968
Cost of sales iH & KR 5) (111,839) (74,487)
Gross profit £ F 81,715 104,481
Selling expenses HERX 5 (15,451) (15,968)
Administrative expenses THER 5 (37,713) (47,115)
Operating profit £ 2k A 28,551 41,398
Other gains H b g &5 4 19,377 558
Finance costs & Bk A 7 (1,902) (894)
Profit before income tax B P 15 5 A1 g A 46,026 41,062
Income tax expense Fris B 8 (3,805) (2,494)
Profit attributable to the RARal#E=iFAE A
equity holders of the Company JE 16 %2 F) 42,221 38,568
Earnings per share for profit R RIERE (Restated)
attributable to the equity BB AEMLRF (E31)
holders of the Company: ZERAF:
— Basic —H K 10 HK$0.028 HK$0.029
— Diluted — 55 10 HK$0.025 HK$0.028

The notes on pages 22 to 48 form an integral part of these %2214852%L TAEA U EERALS B
condensed consolidated financial statements. WERHEP LD
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Condensed Consolidated Balance Sheet

BHGEEEAER
e

As at 30 June 2006 and 31 December 2005
R-BEENFNA=ZFTAR-ZEZTAF+=-FA=1+—H

Unaudited Audited
30 June 31 December
KRIGER KEZ
~A=+H +=-—A=+—8H
2006 2005
—E2EXRE —ETRF
Note HK$’000 HK$’000
K aF FET FE&ET
ASSETS BE
Non-current assets ERBEE
Property, plant and equipment I IER N L 11 50,134 37,760
Leasehold land HE i 12 204 208
50,338 37,968
Current assets REBEE
Inventories FE 23,822 21,607
Trade receivables JE L2 BR 3K 13 116,631 78,291
Prepayments, deposits and TEAF FRIE Hz@&
other receivables H fib & W FNIE 25,879 19,146
Due from a related company JEW —X@@E AR
IR 16, 21 67 150
Due from a fellow subsidiary BN —K R F
LIS NGCIE S 16, 21 49 =
Cash and cash equivalents ReRBALEEY 179,321 156,579
345,769 275,773
Total assets HWEE 396,107 313,741
EQUITY Es
Capital and reserves RATREZEERA
attributable to the FEAERR AR #
Company’s equity holders
Share capital % 2 17 4,090 3,330
Other reserves H i 7 15 267,650 124,104
Total equity EREE 271,740 127,434

The notes on pages 22 to 48 form an integral part of these 2822E 488 2 KicE# A It E RS BT 75
condensed consolidated financial statements. WERHEP LD
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Condensed Consolidated Balance Sheet (continueq)
BHHGSEEEEER @

As at 30 June 2006 and 31 December 2005
R-EERNFANA=F+HAR-_ZEZTHAF+-A=1+—H

Unaudited Audited
30 June 31 December
RBERX K=z
~NA=1+H +=-—A=+—8H
2006 2005
—EBEXRE —ZETRF
Note HK$’000 HK$’000
K aF FET FAEIT
LIABILITIES 8fE&
Non-current liabilities kRBEE
Financial liability portion of —RWBRFET
convertible preference shares ARRELERZ
issued by a subsidiary b =R R 15, 19 21,770 21,173
Current liabilities REBEE
Trade payables JE - BR 3K 14 47,569 40,305
Other payables and accruals H i & T 3B K&
EEtBE 52,421 75,647
Due to a fellow subsidiary B —XRKEB X 21
NS /NGB - 390
Taxation payable JE B 77 18 2,607 715
Short term borrowings HHIER 15 - 48,077
102,597 165,134
Total liabilities EEHAE 124,367 186,307
Total equity and liabilities EEREEHE 396,107 313,741
Net current assets REBEERE 243,172 110,639
Total assets less current EEHABERARBEE
liabilities 293,510 148,607
On behalf of the Board
RREFEE
Lo Siu Yu Li Wenjin
ERTF ENE
Director Director
- EBEZE

The notes on pages 22 to 48 form an integral part of these 22F48E M@ Il SRS I
condensed consolidated financial statements. WMERHEFP D
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Condensed Consolidated Cash Flow Statement

}F—Eﬁ H n‘/-.r\/\iﬁlﬁl)lb$§’%%
e

For the six months ended 30 June 2006
HE-—ZTLENFNA=THIENEA

Unaudited
Six months ended 30 June
RCER
BZEZAA=1+HLEAEA
2006 2005
—E2EAREF —ETREF
HK$’000 HK$’000
FET FAET
Net cash (outflow)/inflow from KREEBAERSE
operating activities (i) /RAFESE (10,570) 342
Net cash outflow from KREEFSHMEBRS KL FE
investing activities (18,229) (7,404)
Net cash inflow from BREESMERESMAFERE
financing activities 51,541 77,929
Increase in cash and ReRBESEEWE N
cash equivalents 22,742 70,867
Cash and cash equivalents BHyzRe RReEEY
at beginning of period 156,579 47,649
Cash and cash equivalents HRZRERASEEY
at end of period 179,321 118,516
Analysis of balances of cash HeRRSEEME
and cash equivalents ARl
Bank balances and cash BITEERES 179,321 118,516

F22EA8H v M A L E B AL S IS
HREPILD

The notes on pages 22 to 48 form an integral part of these
condensed consolidated financial statements.
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Condensed Corlsolidated Statement of Changes in Equity
GEEE S oy

For the six months ended 30 June 2006
BE-_ZFET A FENA=1THILNEA

Unaudited

KEER
Share Share Contributed Other ~ Exchange Accumulated
capital  premium surplus reserve reserve losses Total
kx  BRHORE RHEK  HAtRE  SNERE  RHEER CH

HK$'000  HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000
TET TEL TET TEL TEL TEL TEL

At 1 January 2006 “TZRE-R-H 3,330 100,556 125,310 15,627 872 (118,261) 127,434
Profit for the period Elﬁ gl - - = = = 42,221 42,221
Shares issued under ~ REAR AIBRE

share options AEIRTRA

scheme of the (Bt 17(c)

Company

(Note 17(c) 100 3,640 - - - - 3740
lssue of new shares 4T H &

Note 17(3) (B2 17(2)) 660 95700 - - - - 96,360
Share issuance RN ETRE

expenses - (60) - - - = (60)
Share premium AR R % (B

reduction (Note 18) (i 18) - (100,556) 43125 - - 57,431 -
Employee share EERRETE—

option scheme - EERBEE

value of employee (K 17(c))

services (Note 17(c)) - - - 1,612 - - 1,612

Exchange differences 2 E BN B A A
arising on translation ~ BIBBREEL L

of the financial e
statements of
foreign subsidiaries = = = = 433 = 433

At 30 June 2006 R-ZZERE

~NA=TH 4,090 99,280 168,435 17,239 1,305 (18,609) 271,740
At 1 January 2005 “ESRF-R—-H 3,330 100,556 125,310 - - (180,565) 48,631
Profit for the period Elﬁ gl - - - - - 38,568 38,568
Issue of convertible ~ —RHKBAFELT
preference shares RRELR
by a subsidiary (Kiz£19)
(Note 19) - - - 11,134 - - 11,134

At 30 June 2005 W-EZRF
NA=TH 3,330 100,556 125,310 11,134 - (141,997) 98,333

The notes on pages 22 to 48 form an integral part of these $F22F 488 v M It ZEHBES B
condensed consolidated financial statements. WEEPHDo
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Notes to Condensed Consolidated Financial Statements

f& B8R

e B IS IR R M EE

GENERAL INFORMATION
The principal activity of Hi Sun Technology (China) Limited
(the “Company”) is investment holding.

The Company and its subsidiaries (together the “Group”),
are principally engaged in the sales of electronic payment
products and services, information technology products,
provision of financial solutions and services, provision of
telecommunications solutions and services, and information
technology operation valued-added services. The Group
has operations mainly in countries within the Peoples’
Republic of China (“PRC”), Hong Kong and South East
Asia.

The Company is a limited liability company incorporated
in Bermuda and having its registered office at Clarendon
House, 2 Church Street, Hamilton HM 11, Bermuda.

The Company has its primary listing on the main board
with The Stock Exchange of Hong Kong Limited.

These condensed consolidated financial statements were
approved for issue on 15 September 20086.

BASIS OF PREPARATION

These unaudited condensed consolidated financial
statements for the six months ended 30 June 2006
(“Condensed Interim Accounts”) have been prepared in
accordance with Hong Kong Accounting Standard (“HKAS”)
34 “Interim financial reporting” issued by the Hong Kong
Institute of Certified Public Accountants.

These Condensed Interim Accounts should be read in
conjunction with the annual financial statements for the
year ended 31 December 2005.
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Notes to Condensed Consolidated Financial Statements (continueq)
B4 S B IR M T )

ACCOUNTING POLICIES

The accounting policies used in the preparation of these
Condensed Interim Accounts are consistent with those
used in the annual financial statements for the year ended
31 December 2005.

The following new standards, amendments to standards
and interpretations, which have become effective for
accounting periods beginning on or after 1 January 2006,
are mandatory for financial year ending 31 December 2006.
The Group adopted those which are relevant to its
operations.

BRTEE
RENEEATHRERBEARAZE
ARREBRE_TTRET A=
T-—BLEFEREZFEMBRRMAA
EER B

TEUFETREA] ERMERT R R —
EERF-A-HRIZEKFABZE
AAHEAEN X ERBE —TTRF
TZA=1T—HLEMBFERHIK
M- AEERNZEFREXBEH 2
ER BRI R RE-

. HKAS 19 (Amendment) “Actuarial Gains and Losses, . BEEGHERNFE195% (BF]
Group Plans and Disclosures”; R) [EEEE SEFEIRE

2
. HKAS 21 (Amendment) “Net investment in a foreign . BB EAE215% (BF]
operation”; ) [RBINEB2ZEF

LN

o HKAS 39 (Amendment) “Cash Flow Hedge
Accounting of Forecast Intragroup Transactions”;

o HKAS 39 (Amendment) “The Fair Value Option”;

. HKAS 39 and HKFRS 4 (Amendment) “Financial
Guarantee Contracts”.

The adoption of the above HKAS did not result in
substantial changes to the Group’s results of operations
and financial position.

Certain new standards, amendments and interpretations
to existing standards have been published but not effective
for the financial year ending 31 December 2006 and which
the Group has not early adopted. The Group is in the
process of making an assessment of the impact of these
Hong Kong Financial Reporting Standards (“HKFRS”) and
is not yet in a position to state what impact all these new
HKFRS would have on its results of operations and financial
position.

«  EEEIEAFR (£
A) [AAKERZ S 2R

MEHIFERIA]

. 578 & 5t BRI 395% (87T
) IR FEEEER]

= BEGRTEREIGR L EFE
TS HRE ZERIF A5 (BRI A)
[ HEREH]

KL BFEESFEAIGHARE
B2 R ARSI ERER

B 48R
=

BT HEET R RITEA ZBET R
BERM ERBE_TERF+=
A=1t—B UM BFERRER &
NSRBI P IR - AR E 3R IERY
HtEFFBMHREER ([FEHM
BamERER ) 2 & HEHARER N
PrARERBEMBREEREH
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GRS E e

4. TURNOVER, OTHER GAINS AND SEGMENT 4.

REPORTING

The Group is principally engaged in the sales of electronic
payment products and services, information technology
products, provision of financial solutions and services,
provision of telecommunications solutions and services,
and information technology operation value-added services.
Turnover and other gains recognised are as follows:

Turnover

Sales of electronic payment
and information technology
products

Provision of information system
solutions and services

Information technology operation
value-added services

Other gains
Interest income
Realised gain on financial assets
at fair value through profit
or loss
Others

Total turnover and other gains

24
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AEBENIEXRBAEEE TN
EmERELREMBRER RBHEE
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B-DHRZEXZBRE M AL
T~

Unaudited
Six months ended 30 June
RBER

BZEANA=1+HIEAEA
2006 2005
=2 ALt —EREF
HK$’000 HK$’000
FET FAEIT
103,329 72,956
32,821 27,596
57,404 78,416
193,554 178,968
1,410 520
17,938 -
29 38
19,377 558
212,931 179,526
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4, TURNOVER, OTHER GAINS AND SEGMENT
REPORTING (Continued)
The Group is organised into four main business segments:

(a)

Financial solutions, services and information
technology products — provision of customised
information system consultancy and integration
services and sales of information technology
products to financial institutions and banks;

Telecommunication solutions, services and
information technology products — provision of
customised information system consultancy and
integration services and sales of information
technology products to the telecommunications
industries;

Electronic payment products and services — sales
of electronic fund transfer point-of-sale (“EFT-POS”)
terminals; and

Information technology operation value-added
services — provision of Interactive Voice Response
(“IVR”) services.

In determining the Group’s geographical segments,
revenues and results are attributed to the segments based
on the location of the customers.

BENE (FE)ARAT —TTAFRHES 25

EXF HBW AR 2 EESR
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AEBY SRR DA

(a)

T BARTT R R MEMB
REm— R B HEERRT
RETRCEARREA R
SRREMFEEARARKE

An

BRRAS R BHRAMR
B R — B AT RIR ]
B2 ARG R R
BARMEANRER
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B rEREZ ([EFT-POS])
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4. TURNOVER, OTHER GAINS AND SEGMENT 4. ¥ ¥ -HMW AR EEH

26

REPORTING (Continued) (&
An analysis of the Group’s revenue and results for the AEBHAZWAREEZRELD
period by business segment is as follows: BEoffmTh:
Unaudited
Six months ended 30 June 2006
KEER
HE-ESXERA=THLAEA
Telecom-
Financial munications
solutions, solutions,
services and services and Information
information  information technology
technology  technology  Electronic operation
products products payment value-added
SRME EARMR products and services
FRBE  FRBE services BANH Other
REFH REH ETEA EZ  operations Group
NEER NEER EmRRHB BERY LS AEH
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
TiEx TEx TiEx TEx TiEx TEx
Turnover £%5 49,331 3,395 83,424 57,404 - 193,554
Segment results EES (7,077) 1,661 15,122 28,531 (9,686) 28,551
Unallocated income FOERA 19,377
Finance costs BEKA (1,902)
Profit before income tax B F715 %% &1 & 7 46,026
Income tax expense FERAY (3,805)
Profit attributable to the A7 Al #E3S
equity holders of BBEA
the Company JE {5 7 42,221

EENMR(FE)ERAA —FTTNFFHRSE
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4, TURNOVER, OTHER GAINS AND SEGMENT 4. EEHE - HM AR EEH
REPORTING (Continued) (&
Unaudited
Six months ended 30 June 2005
REE
HE_ZTRF AZTHLEAER
Telecom-
Financial munication
solutions, solutions, Information
services and  services and technology
information information operation
technology ~ technology Electronic value-
products products payment added
TRBR BA#@E  products and services
LENU I Y services BB Other
REA RER BEA EZ  operations Group
BREm BEEm EnkRE AR B R ALHE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAL FET TAL FET FET TAL
Turnover BEE 49,102 3,253 48,097 78,416 100 178,968
Segment results PEEE 757 2,224 5,704 48,274 (15,561) 41,398
Unallocated income APBRKA 558
Finance costs BEKA (894)
Profit before income tax k& FT5 % Bl A 41,062
Income tax expense FERAY (2,494)
Profit attributable to the ~ A7 &l
equity holders of BEA
the Company JE {55 A 38,568

EEMNK(FE) ERALA

—ETREHRYRE
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4. TURNOVER, OTHER GAINS AND SEGMENT 4. EXR - HMW AR EBEEHR
REPORTING (Continued) (&
Secondary reporting format — Geographical segments REERHFX-HWESE
The Group’s four business segments operate in two main REFBNEBEEBH>REMEEE

28

geographical areas: Hh [ 4K
Hong Kong and — financial solutions, services BEARREDR - RBAFIR-
South East Asia and information technology AR %5 & & sl BHX
products, and electronic EmUAREF
payment products and services < E m &R
PRC financial solutions, services and H - ERBAFIR.

information technology
products, telecommunications
solutions, services and
information technology

R R EMBHR
= m o B #OR
TR -RBRE
AMXER &

products, electronic payment FEHERRR
products and services, and LA R B AR
information technology B2 IR E RS

operation value-added services

There are no sales or other transactions between the

BB BAEHEESE MR

geographical segments. o
Unaudited
Six months ended 30 June 2006
REEX
BE-ZEZEAEXA=1+AHLAXEA
Segment
Turnover results
HK$’000 HK$’000
FHET FAET
Hong Kong and South East Asia BEERRED 30,079 (2,578)
PRC Gy 163,475 31,129
Operating profit 5 g A 193,554 28,551

BEME (FE)BARAR — T REFPHRE
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4. TURNOVER, OTHER GAINS AND SEGMENT 4. ¥ %8B HMWARZSEESR

EEMNK(FE) ERALA

REPORTING (Continued) (&)
Secondary reporting format — Geographical segments REEHAHFXN -HESE (&)
(Continued)
Unaudited
Six months ended 30 June 2005
RIEEZ
HE_ZZTRFANA=Z+HLEXHEA
Segment
Turnover results
LR DEEE
HK$’000 HK$’000
FET FA&T
Hong Kong and South East Asia BERERERED 26,381 (1,398)
PRC ey 152,587 42,796
Operating profit KR 178,968 41,398
(5 EXPENSES BY NATURE 5. UMEES 22X
Expenses included in cost of sales, selling expenses and RIEEKER HERZ RITHE A
administrative expenses are analysed as follows: AZAZ W T:
Unaudited
Six months ended 30 June
R E X
BZANA=1+HIEAEA
2006 2005
—EEXRE —ETRF
HK$’000 HK$’000
FET FET
Auditors’ remuneration 1% S RN B & 857 500
Depreciation e 5,855 4,352
Amortisation of leasehold land T & -t 28 5 4 -
Employee benefit expense EERAMAX
(including directors’ emoluments) (BREEZEH:)
(Note 6) (Kt7E6) 41,176 48,133
Less: employee benefit expense W BEEREAHNTIRE
capitalised into contract BERZIEE RN
work in progress 53 - (3,130)
Cost of inventories sold ERFERAR 69,904 54,004
Operating lease rentals for land THREFZ
and buildings SEHERS 4,922 4,371
Operating lease rentals for REBELEHENES
equipment 4,494 3,160
Research and development costs o 75 K& R 3 K A 1,643 452
Loss on disposal and write-off e R EE & E
of fixed assets ZEE - 6
Provision for doubtful debts KRB 41 1,302
Write-off of obsolete inventories WiE AR FE 117 207
Refund of value-added tax EEMIR K (639) (2,142)

SETAERHEE 20
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Notes to Condensed Consolidated Financial Statements (continueq)
LR e AT S

6.

EMPLOYEE BENEFIT EXPENSE (INCLUDING 6.

DIRECTORS’ EMOLUMENTS)

Wages and salaries
Social security costs
Employee share option
scheme — value of
employee services (Note 17(c))
Pension costs — defined
contribution plans

FINANCE COSTS

Interest on bank loans and
overdrafts

Interest on financial liability portion
of convertible preference shares
issued by a subsidiary (Note 19)

EENK(FE)BERAA

TERF®
HERERK A
EEERESE —
BRERBZEE
(Btat17(c))
RIRE KA —

TE B RGE

7.

RITERRE B

— R B R AT
BB ELR
FHEaEds M E
(Ktax19)

SEEAEFMBE
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BERARX (BRESEHE)

Unaudited
Six months ended 30 June
RBER

BZEZANA=1+HIEAEA
2006 2005
=2 Lt —BRRF
HK$’000 HK$’000
FET FAETT
34,454 43,658
2,905 2,596
1,612 =
2,205 1,879
41,176 48,133

& B 7R
Unaudited
Six months ended 30 June
RBER

BEZ~A=1+HIEAEA
2006 2005
= Lk —ERAF
HK$’000 HK$’000
FET FAEIT
883 791
1,019 103
1,902 894
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FiiSBpx o

EBMER BN G ERB R
M RA75% (T T h F -
17.5%) {EH B - 8 INE T 2 B
ERBE AN R SR AR E
BREEKE 7 BERBAMERTE-

8. INCOME TAX EXPENSE 8.
Hong Kong profits tax has been provided at the rate of
17.5% (2005: 17.5%) on the estimated assessable profit
for the period. Taxation on overseas profits has been
calculated on the estimated assessable profit for the period
at the rates of taxation prevailing in the countries in which
the Group operates.

Unaudited
Six months ended 30 June
RIGER
BZEANA=1TRHLEAEA
2006 2005
—EBEXRE —ZETRF
HK$°000 HK$'\OO(_)
FHET FAET
Current Income tax IR FTIS AR
— Hong Kong profits tax (Note (a)) —BANEHR
_(HteE(a)) - -
- Overseas taxation (Note (b)) — BN TE
(K1at (b)) 3,805 2,494
3,805 2,494

Note: Bifat -

(a) Hong Kong profits tax has not been provided as the Group has no (a) R 2K 52 (3] B (A 10 A (2 1 AR A Ji i A
estimated assessable profit for the period (six months ended 30 June WA BB FIRREL 5 (B2 =TT
2005: Nil). AFNA=FHIENEA )

(b) The PRC taxation has been provided on the profit of the Group’s (b) £ F B gt B R 5 B 8 23 5] A 13 Fl
subsidiaries in the PRC and calculated at the applicable rates (six 2 B R IE E L B TS iR R R AT E
months ended 30 June 2005: HK$2,494,000). (B2 _ZTZRFNA=THINEA:

2,494,0007% )

A subsidiary in the PRC enjoys tax concessions made —ETAERNAZTHIERAE

available to Foreign Investment Enterprises and Foreign REBE B ARIZERINE

Enterprises during the six months ended 30 June 2006. SNEl (R ER IS BB RIEA BN

Pursuant to the Income Tax Law of the PRC concerning
Foreign Investment Enterprises and Foreign Enterprises,
the subsidiaries in the PRC are subjected to tax rate and
tax concessions as follows:

R FhH I e om
dal -5 > Xt

e e

N

=

e

Sive

ke

"

t

@

"

s

@

%

X+
i}
-

Year of tax

Applicable exemption/relief

Name of subsidiaries tax rate FABR K
MEQE AR BRABE Be Wi
Pax Technology (Shenzhen) Limited 15% 2004 to 2008

BEE#EMN ORI BRAF —EEMFEE_ZTT)N\F
Beijing Hi Sun Advanced Business Solutions Information

Technology Limited 15% 2000 to 2005
EtrREEeEERARMERAR —TTTFE_TTAHF
Beijing Hi Sunsray Information Technology Limited 15% 2000 to 2005
tREGERREERMERAA —_ETTFE_ZTETLF

9. KE

9. DIVIDEND
No dividend on ordinary share has been paid or declared
by the Company for the six months ended 30 June 2006
(six months ended 30 June 2005: Nil).

RRARWEREE —_TTNFRNA=1
BIEAREARNSE RS RS (BE
“ETERFNA=THIEANEA &) -

EEME (FE)ERA2F —TTAEFRHBRSE
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10. EARNINGS PER SHARE 10. BRER
Basic HR
Basic earnings per share is calculated by dividing the profit EREARBIDEARNAERTEER
attributable to equity holders of the Company by the A FE b FI B AR B 3297 3 8 AN

32

weighted average number of ordinary shares in issue during B HEEE-
the period.
Unaudited
Six months ended 30 June
KA E X
BZXA=tHLEAEA
2006 2005
—EBEAE —ZEThF
HK$’000 HK$’000
FETT FE&T
(Restated)
(E3)
(Note)
(Htat)
Profit attributable to equity holders ~ ARRRAGIEZEEFEAF A
of the Company JE 16 %2 F) 42,221 38,568
Weighted average number of BEEITERK
ordinary shares in issue INHE 15 &
(thousands) (FR%) 1,484,181 1,332,216
Basic earnings per share BREXRTF
(HK$ per share) (BRBT) 0.028 0.029

Diluted

Diluted earnings per share for the six months ended 30
June 2006 is calculated by adjusting the number of ordinary
shares outstanding to assume conversion of all dilutive
ordinary shares. The Company has two categories of
dilutive ordinary shares: convertible preference shares
issued by a subsidiary and share options. The convertible
preference shares issued by a subsidiary are assumed to
have been converted into ordinary shares and the net profit
is adjusted to eliminate the interest expense less the tax
effect. For the share options, a calculation is done to
determine the number of shares that could have been
acquired at fair value (determined as the average market
share price of the Company’s shares during the period)
based on the monetary value of the subscription rights
attached to outstanding share options. The number of
shares calculated as above for the purpose of diluted
earnings per share calculation is compared with the number
of shares that would have been issued assuming the
exercise of the share options.

BENK(FE)ERAA —TTRFRHRSE
HI SUN TECHNOLOGY (CHINA) LIMITED INTERIM REPORT 2006
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10. EARNINGS PER SHARE (Continued) 10. BRER (&)
Diluted (Continued) BE (E
Unaudited
Six months ended 30 June
KRICER
BZEZANA=1+HIEAEAH
2006 2005
—EEXREF —EERF
HK$’000 HK$’000
FHET FET
(Restated)
(E3)
(Note)
(Ktaz)
Profit attributable to equity holders A ARIEZFAH A
of the Company JE 15 5 F 42,221 38,568
Interest expense on convertible —ZXHBRAIEITZ
preference shares issued by Al 2 1% (8 5 %
a subsidiary T B X 1,019 103
Profit used to determine diluted REETSRES
earnings per share B R 2 5 A 43,240 38,671
Weighted average number of BEEITEER
ordinary shares in issue InHE 55 2
(thousands) (Fr%) 1,484,181 1,332,216
Adjustments for RTYEEEL AR
— assumed conversion of —REEHBR K
convertible preference MEBARIEITZ
shares issued by a A AR B AR
subsidiary (thousands) (FR%) 104,000 34,668
— share options (thousands) —HERRE (%) 159,749 2,348
Weighted average number of HESREERN
ordinary shares for diluted 3 IR N S 2
earnings per share (thousands) (Fh%) 1,747,930 1,369,232
Diluted earnings per share EREERF
(HK$ per share) (BkET) 0.025 0.028
Note: The weighted average number of ordinary shares for the purpose of Hat: HEER-—FTTAFNA=1HINEA
basic and diluted earnings per share for the six months ended 30 FRBEARR B ERF 5.2 ZERINE
June 2005 have been adjusted for the Company’s share subdivision FHEEHA NG R = EENFENFi#EE
in June 2006, details of which are set out in note 17(b). 1T ER 15 #R A 1E 1 3 2 » 5% 18 & R A 2

17(b) °

BEANE (FE)BARAT —TTAFRHES 33
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11. PROPERTY, PLANT AND EQUIPMENT 11. ME-BERRXE
HK$’000
FAET
Net book value as at 1 January 2006 R-ZEZENF—A—HZEAEFEE 37,760
Additions NE 18,229
Depreciation e (5,855)
Net book value as at 30 June 2006 R-ZEERNEANA=+HZEEFE 50,134
Net book value as at 1 January 2005 R-EZERF—A—HZEEFEE 21,135
Additions NE 7,967
Disposals g (11)
Depreciation e (4,352)
Net book value as at 30 June 2005 R-ZEZERFANA=+HZE@EFE 24,739
Exchange differences N ZE8 605
Additions NE 18,413
Disposals k== (465)
Depreciation e (5,532)
Net book value as at 31 December 2005 R _-_ZEZHF+_-_HA=+—H
Z BERHEFE 37,760
12. LEASEHOLD LAND 12. #HE+T i

The Group’s interests in leasehold land represent prepaid
operating lease payments and their net book values are

analysed as follows:

AEBREEL N ERARR S
FHEFE EREFEDTOT:

Unaudited Audited
30 June 31 December
RABER K=z
AA=T1H +=-—A=+—8H
2006 2005
—EBEXRE —ETTREF
HK$’000 HK$’000
FET FAEIT
Outside Hong Kong, held on: REBAINE T R E -
Leases of between 10 to 50 years 10E50F 2 HE 208 208
Amortisation 5K (4) -
Net book value BREFE 204 208

34 BEAE(RE)BRAF —TTAERHEE
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12. LEASEHOLD LAND (Continued) 12. #HELH# (&
The movement of the lease prepayment for land is as THEMAEZEH N T
follows:
Unaudited Audited
30 June 31 December
KRIGER KEZ
~A=+H +=—HA=+—H
2006 2005
—EEARE —ETRF
HK$’000 HK$’000
FET FET
Balance at beginning of period/year Hi, /& ] 2 4 £ 208 -
Additions NE - 208
Charge for the period/year B/ FAXH (4) -
Balance at end of period/year B F R 204 208
13. TRADE RECEIVABLES 13. EWERRR
The Group’s credit terms to trade receivables range from AEERWERZEEHR0E80
0 to 180 days. At 30 June 2006 and 31 December 2005, HR-ZZEZEAFAA=ZFTHAE=E
the ageing analysis of the trade receivables were as follows: THEF+ZA=1T—H EBREFRZ
BRI T
Unaudited Audited
30 June 31 December
RIBER KEZ
~AA=+R8H | TZA=1+—H
2006 2005
—E2EAREF —ETRF
HK$°000 HK$’000
F#ET FET
Current to 90 days BB Z90H 100,410 68,199
91 days to 180 days 91H 2= 180H 14,447 7,220
181 to 365 days 181H £ 365H 3,298 3,573
Over 365 days 365H M £ 8,093 10,130
Trade receivables & U BR 3R 126,248 89,122
Less: provision for doubtful debts R AR (9,617) (10,831)
Trade receivables — net & W BR FROF ’E 116,631 78,291

BENE (FE) BARAT —TTAFRHES 35
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14. TRADE PAYABLES 14.

At 30 June 2006 and 31 December 2005, the ageing
analysis of the trade payables were as follows:

Current to 90 days BN Z90H
91 days to 180 days 91H £180H
181 to 365 days 181H £365H
Over 365 days 365H KAk
15. BORROWINGS 15.
Non-current IE 7T B
— Financial liability portion of —— XK BARIFTE
convertible preference shares TR AR B R IR
issued by a subsidiary (Note 19) ZHEEaEHS
(K1a£19)
Current &
Short term bank borrowings 5 EIRITIER
— Short term bank loans — PRC, —RHRITER —
secured (Note) Rl - B R
(Ktat)

Total borrowings RS L

Note:

As at 31 December 2005, secured short term bank loans of HK$48,077,000
were secured by corporate guarantee of HK$48,077,000 from the Company.
The short term bank borrowings were repaid on 11 May 2006 and the corporate
guarantee from the Company has been released thereon.

36 BEAE(RE)BRAF —TTAERHEE
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FE 3 BR =X
RZBEERFERNA=ZTHE_ZEE
AF+_A=+—H ENERZZE
BT
Unaudited Audited
30 June 31 December
RBERX KEZ
~B=1H +=—A=+—H
2006 2005
—EBEXRE —EERF
HK$’000 HK$’000
FET FAEIT
33,417 32,373
10,568 2,463
2,310 3,704
1,274 1,765
47,569 40,305
CEN
Unaudited Audited
30 June 31 December
RBER K=z
~A=+R8H | tZA=1+—H
2006 2005
—EERE —ETTRHF
HK$’000 HK$’000
FET FAEIT
21,770 21,173
- 48,077
21,770 69,250
Hfat:
R-FTERF+-A=+—H BEAZHRT

B #4 807700025;:]?&7#

A B # # 2

48,077,000/ 7T 1A AIHE (R (E 15 14 < 42 B iR 77 15 5K
ER= gg/\fﬁﬁﬁ—/- =R RN Er 3

ZRAERE G ULEEE
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15. BORROWINGS (Continued) 15.
The carrying amount of financial liability portion of
convertible preference shares issued by a subsidiary
approximates its fair value.

&= (%

— KW B QR T BT R R E X
ZHBRER 2 REEREE QYT
BERE-

The carrying amounts of the borrowings are denominated
in the following currencies:

fEREEENR THIE%IIE:

Unaudited Audited

30 June 31 December

RIBER KEZ

ANB=+AH +=-A=+—8H

2006 2005

=t L “ETRF

HK$’000 HK$’000

FHET FAET

Hong Kong dollar BT 21,770 21,173
Renminbi AR - 48,077
21,770 69,250

16. DUE FROM A RELATED COMPANY AND A 16.
FELLOW SUBSIDIARY
The amounts due from a related company and a fellow

BER-—EHREAAR—KXBE
Bt B & B RIH
BN —REMERR R —KRARM

subsidiary are interest free, unsecured and repayable on BARFBEHREE BERARRE
demand. Fr(E 1T o
17. SHARE CAPITAL 17. KA
EREEMBTZEER EFRMEE0.0025% Tt 2 &R
Ordinary shares of Ordinary shares of
HK$0.01 each HK$0.0025 each
Number Number
of Shares HK$°000 of Shares HK$000
ROEE FHIL RO#E FET
Authorised: ETE
At 1 January 2006 R-EEX F—HA—H 1,000,000,000 10,000 - -
Reduction of par value HR LR EE
of ordinary shares (KtiE (b))
Note (b)) (1,000,000,000) (10,000) 4,000,000,000 10,000
At 30 June 2006 R-BEEX FEX A=1H - = 4,000,000,000 10,000

BEANE (RE)ARAT —TTAFRMES T
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17.

SHARE CAPITAL (Continued) 17. BX (&)
EREEIBTZEER EFRMEE0.0025% T 2 L BR
Ordinary shares of Ordinary shares of
HK$0.01 each HK$0.0025 each
Number Number
of Shares HK$'000 of Shares HK$'000
RO#E FEIL R EH FAET
Issued and fully paid: BEITRERE:
At 1 January 2006 R-ZE E—HF—H 333,054,030 3,330 = =
Issue of new ordinary BOMERAR
shares (Note (a)) (17t (a) 66,000,000 660 - -
Shares issued under YN B
share option scheme HTETRH
of the Company (f1it(c))
(Note (c)) 10,000,000 100 = =
Reduction of par value HR L RREE
of ordinary shares (KtzE(b))
(Note (b)) (409,054,030) (4,090) 1,636,216,120 4,090
At 30 June 2006 R-BEEREFRA=ZTH - - 1,636,216,120 4,090
Note: Kt
(a) Issue of new ordinary shares (a) ﬁ‘ﬂﬁ

On 21 March 2006, the Company entered into a subscription
agreement with Huge Rising Limited (the “Subscriber”), a company
incorporated in the British Virgin Islands, in relation to the subscription
by the Subscriber at a price of HK$1.46 per share (the “Subscription
Price”) of an aggregate of 66,000,000 new ordinary shares of HK$0.01
each to be issued by the Company pursuant to the subscription
agreement (the “Subscription Shares”), for the purpose of providing
the Group with additional working capital. The Subscription Price
was paid in cash on completion of the subscription agreement on 31
March 2006.

The Subscriber is an investment holding company and the ultimate
beneficial owner of which is Mr. Che Fung, which are both third
parties independent of the Company and connected persons of the
Company.

The Subscription Shares represented approximately 19.73% of the
then existing issued share capital of the Company and approximately
16.48% of the share capital as enlarged by the issue of the
Subscription Shares.

The Subscription Prices was determined after arm’s length negotiation
between the Company and the Subscriber and with reference to the
prevailing market prices of the shares of the Company. The
Subscription Price represents (i) a discount of approximately 19.78%
to the closing price of HK$1.82 per share as quoted on the Stock
Exchange of Hong Kong Limited on 20 March 2006, a discount of
approximately 19.25% to the average closing price of HK$1.808 per
share for the last 5 trading days ended 20 March 2006 and (iii) a
discount of approximately 8.98% to the average closing price of
HK$1.604 per share for the last 20 trading days ended 20 March
2006. The share issuance expense incurred amounted to HK$60,000.
The subscription was completed on 31 March 2006. The shares
issued rank pari passu with the existing ordinary shares of the
Company.
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17.

SHARE CAPITAL (Continued)

Note: (Continued)

(b)

(c)

Share subdivision

Pursuant to an ordinary resolution passed on 28 June 2006, each of
the existing issued and unissued ordinary shares of HK$0.01 each in
the share capital of the Company was subdivided into four ordinary
shares of HK$0.0025 each (the “Share Subdivision”), which was
approved by the shareholders of the Company and became effective
on 29 June 2006.

Share option scheme of the Company

The Company operates a share option scheme (the “Scheme”) for
the purpose of attracting, retaining and motivating talented employees
in order to strive for future developments and expansion of the Group.
Eligible participants of the Scheme include the Group’s full-time
employees, and executive and non-executive Directors. The Scheme
became effective on 29 November 2001 and unless otherwise
cancelled or amended, will remain valid and effective for a period of
10 years from that date.

The total number of shares in respect of which options may be granted
shall not (together with all the other Schemes, if any) exceed 10% of
the total issued capital of the Company as at date of approval of the
Scheme unless the Company obtains a fresh approval from
shareholders to renew the 10% limit.

The maximum number of shares in respect of which options may be
granted under the Scheme, together with any unexercised share
options granted under the Scheme and any other share option
schemes of the Company in issue, may not exceed 30% of the relevant
class of securities of the Company in issue at any time. On 18 March
2004, 33,000,000 share options were granted to certain directors
and employees at HK$0.374 (the average closing price of the shares
as quoted in the daily quotations sheets issued by The Stock
Exchange of Hong Kong Limited for the five business days immediately
preceding 18 March 2004) with an expiry date of 17 March 2014.

Pursuant to an ordinary resolution passed on 17 August 2005, a
refreshment of the limit on grant of options under the Scheme was
approved by the shareholders. Upon refreshing the 10 per cent limit
on grant of options under the Scheme, 33,305,403 shares may be
issued pursuant to the grant of further options under the Scheme.

On 26 September 2005, 33,300,000 share options were granted to
certain directors and employees at HK$0.768 (the average closing
price of the shares as quoted in the daily quotations sheets issued
by The Stock Exchange of Hong Kong Limited for the five business
days immediately preceding 26 September 2005) with an expiry date
of 25 September 2015. The option period commences on 26
September 2005 and expires 10 years thereafter.

Options granted are vested as follows:

On 26 September 2005
On 26 September 2006

Up to 50%
Up to 100%
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17. SHARE CAPITAL (Continued) 17. BX (&)
Note: (Continued) Btat: (&)
(c) Share option scheme of the Company (Continued) (c) AR zBRESE (&)

Share options outstanding (in thousands) have the following expiry
date and exercise prices:

ERITIERBRE (U Far) 2 FBA kT
EEWT .

Exercise price 30 June

HKS$ per share 2006

TREE —EEARF

Expiry date A SZRET NA=+AH
17 March 2014 —E-mF=AF+H 0.0935 92,000
25 September 2015 —E-AFNAZFEHHA 0.192 133,200
225,200

Exercise price 31 December

Expiry date FE A HK$ per share 2005
T1E18 —EERF

FRET +=A=+—H

17 March 2014 —E-mF=A1+H 0.374 33,000
25 September 2015 —FE-AFEAA—+FAEA 0.768 33,300
66,300

For the six months ended 30 June 2006, 10,000,000 share options
have been exercised at the exercise price of HK$0.374 per share,
resulting in the issue of 10,000,000 additional ordinary shares of the
Company. The weighted average closing price immediately before
the dates on which the options were exercised was HK$2.27 per
share. The Group has no legal or constructive obligation to repurchase
or settle the options in cash.

Prior to the share subdivison, there are outstanding share options
granted under the Share Option Scheme to subscribe for 56,300,000
Shares. The share subdivision has led to an adjustment to the exercise
price of the outstanding options and the number of Shares to be
issued by the Company upon exercise of the outstanding options.
For share options with exercise period from 18 March 2004 to 17
March 2014, the number of shares to be issued by the Company
upon full exercise of such options has been increased from 23,000,000
Shares to 92,000,000 Shares and the exercise price has been
adjusted from HK$0.374 to HK$0.0935 per Share. For share options
with exercise period from 26 September 2005 to 25 September 2015,
the number of shares to be issued by the Company upon full exercise
of such options has been increased from 33,300,000 Shares to
133,200,000 Shares and the exercise price has been adjusted from
HK$0.768 to HK$0.192 per Share.

(d) Employee incentive scheme of a subsidiary (d)
On 4 April 2005, the Company approved its wholly-owned subsidiary,
Turbo Speed Technology Limited (“Turbo Speed”), to adopt an
employee incentive scheme (the “Employee Incentive Scheme”) to
motivate the employees of Turbo Speed and its subsidiary (the “Turbo
Speed Group”). Eligible participants of the Employee Incentive Scheme
include the full-time employees of Turbo Speed or any of its
subsidiaries, including any directors of Turbo Speed or any of its
subsidiaries (but excluding any person who is a Director of the
Company) provided always that such term shall exclude any person
who has tendered his resignation or who at the relevant time is
working out his period of notice pursuant to his employment contract
or otherwise. The Scheme became effective from 4 April 2005 to 31
December 2008, unless terminated by resolution of a remuneration
committee formed by the Board to administer the Employee Incentive
Scheme (the “Committee”).
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17.

18.

SHARE CAPITAL (Continued)

Note: (Continued)

(d) Employee incentive scheme of a subsidiary (Continued)
The total number of shares in respect of which options may be granted
shall not exceed 4,682,275 ordinary shares of Turbo Speed (“Turbo
Speed Shares”), representing approximately 13.0% of the existing
issued share capital of Turbo Speed, currently held by a wholly-
owned subsidiary of the Company. Options may be offered to any
Employee determined by the Committee in its absolute discretion
from time to time by reference to: (i) the performance of that Employee;
and (ii) the financial performance of the Turbo Speed Group and the
extent to which the Turbo Speed Group has achieved its intended
business plans. The maximum number of the Turbo Speed Shares
which may be offered to an employee who is also a director of
companies within the Turbo Speed Group in any 12-month period
may not exceed 1% of the entire issued share capital of Turbo Speed.

On 8 July 2005, 1,425,000 share options had been granted to certain
directors and employees of its subsidiary to subscribe ordinary shares
of Turbo Speed at an exercise price of HK$1.922 per share. The
exercisable period of the above share options is from 8 July 2005 to
31 December 2008 (both dates inclusive).

Share options outstanding (in thousands) have the following expiry
date and exercise price:

17.

Exercise price

HKS$ per share
Expiry date FEA TEESRET
31 December 2008 —EFENFFTZA=+—H 1.922

During the six months ended 30 June 2006, no share options have
been exercised and 1,245,000 share options have been lapsed. The
Group has no legal or constructive obligation to repurchase or settle
the options in cash.

SHARE PREMIUM REDUCTION

In compliance with section 46 of the Companies Act 1981
of Bermuda and with effect from 28 June 2006 (the date
of the passing of the special resolution), the entire amount
standing to the credit of the share premium account of
the Company as at 31 December 2005 was cancelled and
the directors of the Company was authorised to apply
part of the credit arising from the aforesaid reduction of
the share premium account of the Company in the sum of
HK$57,431,000 to offset the accumulated losses of the
Company in full and the remaining balance of the credit
arising therefrom in the sum of HK$43,125,000 was
transferred to the contributed surplus account of the
Company in accordance with the Bye-laws of the Company
and all applicable laws.
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19.

EEMNEK (FE) BERA

CONVERTIBLE PREFERENCE SHARES ISSUED
BY A SUBSIDIARY

On 9 November 2004, Turbo Speed Technology Limited
(“Turbo Speed”), a wholly-owned subsidiary of the
Company, entered into a subscription agreement with
independent third parties in relation to the subscription of
6,837,608 convertible preference shares of US$0.10 each
of Turbo Speed for a total subscription price of US$4
million (approximately HK$31.2 million) (“the Subscription”).
The subscription price had been received by Turbo Speed
shortly after signing of the said subscription agreement
and was held in jointly controlled bank account and would
be released on completion of the Subscription.

Pursuant to an ordinary resolution passed on 4 April 2005,
the Company approved the Subscription and the
Subscription was completed on 29 April 2005. The deposit
received from issue of convertible preference shares by a
subsidiary as at 31 December 2004 included a balance of
HK$50,000 which represented accrued interest income
on the total subscription price of US$4 million
(approximately HK$31.2 million). Such accrued interest
income was recognised in the income statement as interest
income for the year ended 31 December 2005.

According to the said subscription agreement, the rights
attached to holders of convertible preference shares of
Turbo Speed are summarised as follows:

(a) Income (assuming no conversion of convertible
preference shares)
(i) A fixed cumulative preferred dividend equal
to HK$624,000 for each financial year of
Turbo Speed; and

(ii) Participation in part of dividends declared and
payable by Turbo Speed (after the preferred
dividend), calculated by applying an agreed
formula so that the aggregate of the preferred
dividend and ordinary dividend to the holders
of the convertible preference shares would
be equal to 16% (on annual basis) of the total
dividends payable by Turbo Speed.
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19. CONVERTIBLE PREFERENCE SHARES ISSUED 19. —XKHEBARZTABRRELER

BY A SUBSIDIARY (Continued)
(b) Conversion options
(i) Convertible at any time from the date of

completion of the Subscription for a period
of 24 months into new shares of the Company
at a conversion price of HK$1.2 per share,
subject to adjustment set out in the
subscription agreement (the “Conversion”).
The amount for the Conversion shall be US$4
million.

The Share subdivision of the Company on 29
June 2006 has led to an adjustment to the
conversion price of the convertible preference
shares from HK$1.2 to HK$0.30 per share.

(ii) Automatic conversion into ordinary shares of
Turbo Speed at a ratio of 1:1 on the business
day after Turbo Speed has paid total dividends
on each convertible preference share which
exceed its original issue price.

According to a shareholders’ agreement entered into by
the Company and the convertible preference shareholders
of Turbo Speed on 29 April 2005, if the audited net profit
after taxation of Beijing Hi Sunsray Technology Limited
(“Beijing Hi Sunsray”), a wholly-owned subsidiary of Turbo
Speed, for either of the financial year ending 31 December
2005 or 2006, as stated in the audited financial statements
of Beijing Hi Sunsray for the relevant financial year is less
than RMB40 million, the Company shall transfer an agreed
percentage of shares in Turbo Speed to the then
convertible preference shareholders of Turbo Speed for a
consideration of HK$1.

The fair values of the liability component and the equity
conversion component were determined at issuance of
the convertible preference shares.

The fair value of the liability component, included in long-
term borrowings, was calculated using a market interest
rate for an equivalent non-convertible convertible
preference shares. The residual amount, representing the
value of the equity conversion component, is included in
shareholders’ equity in other reserves.
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19. CONVERTIBLE PREFERENCE SHARES ISSUED 19. —ZXKEBATETUERE LR
BY A SUBSIDIARY (Continued) (&)
The convertible preference shares issued recognised in REEBBRERAZEBITARR

the balance sheet is calculated as follows: BARGEDT:
Unaudited Audited
30 June 31 December
KRICER KEZ
ARA=T1H +—-—A=+—H
2006 2005
—EEXREF —EETRF
HK$’000 HK$’000
FET FAEIT
Face value of convertible RZZEZERFMNA
preference shares issued “t+hBBTZ
on 29 April 2005 AR ELREE 31,200 31,200
Equity component T 7 2P (11,134) (11,134)
Liability component on initial RZZETRFHEA
recognition at 29 April 2005 Z+NABYRER
ZBEHS 20,066 20,066
Interest expense for the year HE-_ZTTRF+=
ended 31 December 2005 BE=+—HIt&E
Zﬂgﬁﬂi 1,107 1,107
Interest expense for the six BHE_ZTTRFXA
months ended 30 June 2006 =+tHLEREAZ
M2 7 SE 1,019 =
Preferred dividend paid for the BE_ZTZTAFNA
six months ended 30 June 2006 =+ RH1IENEA
BIRELRE (422) —
Liability component BEHD 21,770 21,173

Interest expense on convertible preference shares is
calculated using the effective interest method by applying
the effective interest rate of 8.27% (31 December 2005:
8.27%) per annum to the liability component.

The fair value of the liability component of convertible
preference shares at 30 June 2006 amounted to
HK$21,169,000 (31 December 2005: HK$21,023,000). The
fair value is calculated using cash flows discounted at a
rate based on the borrowings rate of 7.94% (31 December

2005: 7.32%) per annum.
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20. OPERATING LEASE COMMITMENTS 20.
At 30 June 2006, the Group had future aggregate minimum
lease payments under non-cancellable operating leases

EXHEERE
RZZBZRENA=TH REATA
AHEEEE ARE 2 RRKRER

as follows: BN
Land and buildings Equipment
THRET B
Unaudited Audited Unaudited Audited
30 June 31 December 30 June 31 December
REER MER ARER KEY
AA=+H | TZA=+—H AA=+RH | TZA=T—H
2006 2005 2006 2005
—EERE “ZTREF —EERE “ZTREF
HK$’000 HK$'000 HK$’000 HK$°000
FET FAET FERL FET
Not later than one year ARBE—F 4,978 5,079 3,059 6,243
Later than one yearand —F N FETEB
not later than five years % 5,402 6,085 - -
10,380 11,164 3,059 6,243
21. RELATED PARTY TRANSACTIONS 21. BEIRS

X £ B i Rich Global Limited (A 5
BELZESEMAIAAR) ZH -
Rich Global Limited# & & A & i% {5
#946% o ANEE 2 &R AHI
Sun Limited (72 2% /& Bz 2 & & = fif
Bl SR/ DI

The Group is controlled by Rich Global Limited
(incorporated in the British Virgin Islands), which owns
approximately 46% of the Company’s shares. The ultimate
parent of the Group is Hi Sun Limited (incorporated in
British Virgin Islands).

(@) The following transactions were carried out with (a) EHEBEEHETZRZOT:
related parties:
Unaudited
Six months ended 30 June
REEEX
BZANA=1+HIEAEA
2006 2005
—EEXRE —ETRF
HK$’000 HK$’000
FET FET
Management fees received WH — K & 1 A
from a related company EEE
(Note (i) (Bt (i) - 100
Rental fees paid to a fellow m—xF R ERA A
subsidiary (Note (i) XM E (B i) 367 391

EEME (FE)ERA2F —TTAEFRHBRSE
HI SUN TECHNOLOGY (CHINA) LIMITED INTERIM REPORT 2006

45



Notes to Condensed Consolidated Financial Statements (continueq)
AR B M5t

21. RELATED PARTY TRANSACTIONS (Continued) 21. BEIZRE (£)

(@) The following transactions were carried out with (a) EHBAEFETZXZWMT:
related parties: (Continued) (#&)

Note: Bifat - N ‘

(i) A subsidiary, Hi Sun Development Management Limited, (i) —FHBRAEGHEEER
provided management service to Panorama Stock Limited, a R 2 ][ 2N A A] — 5 & FHE
company owned by a Director of the Company. BEZE2=BEERARIEHE

2R o

(i) A subsidiary, Beijing Hi Sun Advanced Business Solutions (ii) —XHEBARIEREEEEE
Information Technology Limited, paid rental fees to Beijjing BEMFRA AR H AR A —
Hi Sun Electric Power Information Technology Limited, a EEFRTBRRERZFAFR
fellow subsidiary company owned by a Director, who is also BRI REEERE NS
a substantial shareholder, of the Company. BENTERAAZMESL -

The above transactions were conducted in the LSRN AEEERET

normal course of business and charged at terms WiIRE TR EIERKIBIES

mutually agreed or in accordance with the terms of B s (Em) e

the underlying agreements, where appropriate.

(b) Period/year end balances with related parties are (b) HEBEFH FHEEALG
as follows: N
Unaudited Audited
30 June 31 December
R EX KEZ
ANA=1+H +=—A=+—H
2006 2005
—EEXRE —ETHF
HK$’000 HK$’000
FET FAET
Receivable from a related EW — K& R A
company B
Panorama Stock Limited EREEBRAA 67 150
Receivable from/(payable to)  FEU, () — %
a fellow subsidiary GES NS
Beijing Hi Sun Electric EtraBEER
Power Information TNz Bl
Technology Limited BRAF] 49 (390)
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Notes to Condensed Consolidated Financial Statements (continueq)
AR B M5

21. RELATED PARTY TRANSACTIONS (Continued) 21. BERIRS (&)
(c) Key management compensation (equivalent to (c) FEEBAEHE HERE

directors’ emoluments) EfE)
Unaudited
Six months ended 30 June
RBEZ
BEANA=1TRHLEANEA
2006 2005
—EBEXRE —ZETRF
HK$’000 HK$’000
FET FAEIT
Fees ke 186 165
Other emoluments: H BN
Basic salaries, other HAFHw Hfth
allowances and benefits RN EYMF &=
in kind 2,641 1,371
Provision for bonus TEAL X - 9,600
Contributions to pension BARESFEIMH R
schemes 42 39
2,869 11,175
22. SUBSEQUENT EVENTS 22. #HEH#%EHE

Issue of convertible preference shares by a subsidiary
On 21 August 2006, Emerging Technology Limited
(“Emerging Technology”), a wholly-owned subsidiary of the
Company, entered into a subscription agreement with
certain independent third party subscribers in relation to
the subscription of 760,778 new convertible preference
shares (“Convertible Preference Shares”) of US$1.00 each
in the share capital of Emerging Technology at a total
subscription price of US$18 million (equivalent to
approximately HK$140 million) (the “Subscription”). The
Convertible Preference Shares represent approximately
9.9% of the existing issued share capital of Emerging
Technology and 9.0% of the issued share capital of
Emerging Technology as enlarged by the Subscription.
Under certain circumstances as described in the
subscription agreement, Emerging Technology is required
to issue to the subscribers additional new convertible
preference shares of up to approximately 3% of its issued
share capital if those circumstances are fulfilled.

—XHEBLARRITITRRE LR
RZZBERENAZ+—H A2QA
2 & [} /& 2 5]Emerging Technology
Limited ( [Emerging Technology] )
HETBIE=FRBAGLRE
15 % - LA % 4232 8 (8 18,000,0005% 7T
(##8 & 7 140,000,000/ 7T ) R B
Emerging Technologyf% 7% /b & f% T
E1.00E T2 F A BAREB LR (7
MREBEAR]) 760,778/ ([REE
18] ) o Al A% 8 5t IR {h Emerging
Technology¥ i B 2 % 17 IR & &
99% FERBBEEREEKRZ
Emerging Technology 3 17 A% Z&
9.0% - ERBEHEMME THERT -
fn 7 & & B 1% 4+ - Emerging
TechnologyZBEM R AZEITHRZG
HE BITRAL3% 2 EINT A # AR
BER-
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Notes to Condensed Consolidated Financial Statements (continueq)
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22.

SUBSEQUENT EVENTS (Continued)

Issue of convertible preference shares by a subsidiary
(Continued)

The Subscribers are entitled to convert the Convertible
Preference Shares at any time during a period of two years
from the date of completion into either the ordinary shares
of Emerging Technology or the ordinary shares of the
Company.

The subscription price will be settled in cash on completion.
The completion of the Subscription is conditional upon
the fulfilment of (a) amendment to the Memorandum of
Association of Emerging Technology as may be required
to create the Convertible Preference Shares of Emerging
Technology; (b) permission to deal in the Conversion Shares
having been granted by the Listing Committee of The Stock
Exchange of Hong Kong Limited; (c) the approval of the
subscription agreement and the transactions contemplated
thereunder in a manner by the shareholders as required
by the Listing Rules; and (d) the execution of all documents
required to be duly executed on or before completion. If
any of the conditions above has not been fulfilled or waived
(save that item (b) and (c) above shall not be capable of
being waived) in writing by the subscribers on or prior to
16 October 2006 (or such later date as the Company,
Emerging Technology and the subscribers may agree in
writing), the Subscription shall terminate.

The Subscription and the transactions contemplated herein
above will be subject to the approval of the shareholders
of the Company on 25 September 2006 as set out in the
announcement of the Company dated 8 September 2006.

Management is in the process of assessing the financial
impact of the Convertible Preference Shares to the Group.

On behalf of the Board
Li Wenjin
Director

Hong Kong, 15 September 2006

EEMNEK (FE) BERA

— & &

SEEAET MRS
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22.

HEBRSE (&)
—XHMBRARBRTITRRELER
(%)
REEANBRER T B B RGP E H
MRS ATBRKRELRERA
Emerging Technology & @& sk A A
Al AR

wuﬁgﬁﬂﬂ‘ﬁ %H-irﬁkfﬁﬁﬁﬁ puﬁﬁ
HIRAF NI ER T ST (a)
FLIE & Emerging Technology Al #2 i%
& 5 ik i 7] g2 & Z & 5] Emerging
TechnologyZ & ERE XM (b)&
BMERIFMERARILTEZESR
BAEEERRRND  (c)BRRIA LT
AIRE 2 A ERBIH = &TFJH:
Fd K 2 X5 R (d)BRSLFTA AR

EKZE%iZﬁLIEJQ@%_LZY# 1hJ:
MAERIEGERER_ZEZENF+ A
+RXB(HER 7 Emerging
Technology & &R B A A 8¢ LA &= M 1#
EZZEREBE) 2 ATEKIE
REANEEHRE (EX(b)R(c)E
TR HR) RESEESKRIE-

HBUOMARRIBHR-_FTZTARENA
NBZ2RMFr# EXPratREER
KRBT M 2 X5 BFARBK
RR-_ZTRNFAA-_THEAME
AR

& BRI AR AR R E R
WAEE Y BT E-

AEED M

EE

ZXE

R Z

EXNENLATRA
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