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Management Discussion and Analysis

BEEEBZNWED N

The Directors are pleased to present the Group’s condensed
consolidated interim financial report for the six months ended
30 June 2007, the condensed consolidated income
statement, condensed consolidated cash flow statement and
condensed consolidated statement of changes in equity for
the Group for the six months ended 30 June 2007, and the
condensed consolidated balance sheet as at 30 June 2007

EEMARZAEERE_ZTLFER
R=+H8 18 A Z R4 & o BRE 75
WE - AEBEE_TZTLFEA=T
HIEANERZ ERGEEmK - MR
EREMERNEPEEEREH RN
RAEER_ZZLFA=1THZHE
R EERBEREOAREEZ  ER)

of the Group, all of which are unaudited, along with selected BEZHANTHRN RN REEIES
explanatory notes, are set out on pages 35 to 80 of this 80H °

report.

MANAGEMENT DISCUSSION AND ANALYSIS EEE 2N WED N

Our results for the six months ended 30 June 2007 reflected REBEE_ZTTLFA=THIER

notable increases in turnover, profit before income tax and
net profit as compared with the corresponding period last
year. These remarkable results have strengthened our
confidence, proving the success of Hi Sun’s business model.

A2 EERBREEE - RGBT
MRAERREFRPHEAEER - Z
SEEE A HESB KNG TEL  TOE
BabBERBRAZKY -

Financial Highlights HBEE
1H2007 1H2006
ZEBEE ZEBEXRF
E¥F E¥EF Change
Results HK$'million  HK$'million b=
E4 BEAET BEAT +/(-) %
Turnover EER 301.54 193.55 +55.8
Gross profit E A 140.18 81.72 +71.5
Profit before income tax B BT 15 7% B & A 121.64 46.03 +164.3
Net profit 4 A 112.25 42.22 +165.9
Gross profit margin (%) EHE(%) 46.5% 42.2% +10.2
Net profit margin (%) 4 F) 5 (%) 37.2% 21.8% +70.6
Basic earnings per share (HK$) BREXRAEF (BT 0.056 0.028 +100
Diluted earnings per share (HK$) ER#EERF () 0.050 0.025 +100
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MANAGEMENT DISCUSSION AND ANALYSIS 8 2 5@ Ed 2 A (&)
(continued)
Financial Highlights (continued) MBHE (E)
30 June 31 December
2007 2006
—EELHF —EERF
Key balance sheet items AA=+H +ZH=+—H Change
EEEERTEEE HK$’million HK$'million B
BEEBAET BEATT +/(-) %
Total equity i 886.05 679.67 +30.4
Net current assets MEBEEFE 776.78 592.10 +31.2
Total assets BEE 1,043.92 847.11 +23.2
Net assets per share (HK$) EREEFE(ETL) 0.435 0.362 +20.2
Segmental turnover (HK$'000)
EEHEIE(TER)
§ Total
Bt
E ~ | Electronic payment products
o @ and services
o < B ERERSE
= [ Telecom solutions and IVR
BAMBRATRRIVR
Financial solutions
SRR R
[ | Busmess process operations
¥5E

1H 2006 1H 2007
SEERFLEE  CBRLFLEF

Segmental operating profit/(loss) (HK$'000)
ReERM (FR)DE (FER)

76,252

34,332
49,161
38,237
30,192

15,122

(4,565)
(2,676)

—~
~
~
S
=

1H 2007 1H 2006
TERLELEE  CBEAFLYE
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MANAGEMENT DISCUSSION AND ANALYSIS

(continued)

Electronic payment products and services

Segmental turnover and operating profit recorded during
the current period were HK$166.63 million (1H2006:
HK$83.42 million) and HK$34.33 million (1H2006: HK$15.12
million) respectively. Total shipment during period reached
74,000 units with a percentage increase of 90% as compared
to 1H2006. During the first half of 2007, we continue to be
ranked No.1 in the Mainland China market. The shipment
for Mainland China market accounted for 85% of the total
shipment, while that of international market was 15%.
Despite the keen competition in the market, we managed
to maintain a GP% of 34% in 1H2007.

The rapid growth of electronic payment products and services
was benefited from the strong market demand and increased
penetration in both Mainland China market and overseas
market. Starting from this year, we have further exploration
of the international market and we have penetrated into
certain European countries, such as Luxembourg, Denmark,
Belgium, France and Russia etc, as well as the Middle East
market, like UAE and Saudi Arabia, and the African countries,
such as South Africa, Ghana and Nigeria.

EEE WD (8

EfXNERRRE

REANBE B X BREE RN DSBS
711 £166,630,000/8 L (ZEERF £
4 : 83,420,000/ 7t) & 34,330,000/
TT(ZZEZRF EFF ¢ 15,120,000
T0) c HABEESER T NF ¥
F FHI0% * #ET74,0000 - R _ZTZE
+tFLE¥F  AEEEEREREA

mBzE  MRAREATISEZ EEEL
BWHEE85% MRBIBEMEZEE

S 81515% - BI{FE ™5 5 F 82
REBR T F FEFMRINET
FEFER34% °

BEFXNEMERE 2RENE - &
RERREINTSE 2 RAT SRR L2
BB - BAFE - NEEE—FFH
MERMS  BEEE TEMNERIE
RE - FHE AR R R HE
% UARPRAS MRS S RE
Fopsfihidn - A RIEMBE K IE -
MK feRF G -
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MANAGEMENT DISCUSSION AND ANALYSIS

(continued)

Electronic payment products and services (continued)
Electronic payment has become a dominant payment channel
in the world as it brings along better security and
convenience. Up to 1H2007, EFT-POS terminal penetration
in Mainland China is relatively low as compared to most
developed countries, with only about 900,000 terminals.
The accelerating number of card payments has driven
substantial growth in the demand in electronic payment
products and services. Following the progressive
improvement of the payment transactions processing
environment/infrastructure in Mainland China and 2008
Beijing Olympic Games, management considers that the
volume of credit card issuance and payment card usage in
Mainland China will surge rapidly, leading to tremendous
opportunities to the Group.

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

added services

During the current period under review, the segmental
turnover and operating profit recorded were HK$93.29
million (1H2006: HK$60.80 million) and HK$49.16 million
(1H2006: HK$30.19 million) respectively. Sharp increase in
turnover and operating profit was due to the migration of
all IVR Service Providers to our nation-wide IVR platform
starting from January 2007, due to certain policy changes
in 2H2006. Segmental turnover and operating profit
increased by 87% and 241% as compared to results in
2H2006, respectively.

EEE 2 WD (5

EFXNERRRE (&)
HREFEZNEREERLZREF B
KAEBEBREEMNFAN - BEZTT L
FEH¥F  BFHEHIRED (EFT-POS) £
iR BN 2 2 E EE K ERD % L.%
AIK - 2 %7900,00050 42 im # - 1= F
REARBEMREA  HHEFIHE
mEREHERKRIERE - BEE R B AR
H%k?a%ﬁﬁi%iﬁ/ﬁLT\%ﬁﬁ&ﬁ%
Z . MNE2008F It RBEBER  BHEE
REBAZEAREREREARER
EBRREEA  BREETREHBH

© o
=

EMBRAR  BMEREBER &

AMBRELEHRERY
RABEHA - @XBERELEN DB

D RII8E15893,290,000/8 7T (ZEE /N F
¥ F 60,800,000/ T ) &
49,160,000 T (T RNF L F -
30,190,000 7T) ° & 358 K& &k A
KN EFARHRAEEBR_ZZFT
FEFEETHENRE - FTEIVRIRTE IR
HEE T LF-ARBRIEEAEE
ZEMEIVREEME - EXBRLEE R
BB T NFENEF2EEDT
FH87% N 241% °
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MANAGEMENT DISCUSSION AND ANALYSIS

(continued)

Telecommunication solutions, services and related
products; information technology operation value-
added services (continued)

Market size of the IVR business continues to expand further
and recover from the reorganisations in 2H2006.
Entertainment content, songs dedication and interactive
games are ranked the three most popular IVR content
categories. Management has the strong belief that following
the centralization of the IVR platform and the continuous
expansion of the business scale with subsequent launch of
the IVVR platforms for the 3G operators, the IVR/IVVR
business will be enjoying massive growth and bringing in
remarkable and sustainable profit to the Group.

In addition, we continuously seek new ideas and innovations
in our business. Examples like IVR intelligent toys targeting
young children and multi-communicator technology for the
use of uniform IP multimedia soft phone etc, are going to
bring us new exciting opportunities in the coming years.

—

EEE WD (8

EMBRAR - BMEREBER &
MR EERERY (B

VREBzMEREEEELE —PER
W ZBENFTNEF2EEPEH -
IRENA - B E R B BRI B
BSXBO —BIVRREDE - BE1EE
wE EEVREAED - RE%A3G
BEFMN ZIVREEMEERETER
MR IVR/IVVRE 7% #% BN 15 78 & 1
' ABAEEERABREERT -

SN - REB AR EBHRIHKHER
REIE DI EFERESHRZIVR
BREMANMARGR—IPZRELELER
ZENREBANKE - BRRFLSAE
BEERCANBRE 2R -
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MANAGEMENT DISCUSSION AND ANALYSIS
(continued)

Financial solutions, services and related products
During the period under review, this business segment
recorded a turnover of HK$37.21 million (1H2006: HK$49.33
million) and an operating loss of HK$4.57 million (1H2006:
operating loss of HK$7.08 million). Despite a drop in
turnover, we have narrowed down the segmental operating
loss as compared to prior period, which was attributed to
our consolidation and refocusing measures to focus on
business consultancy and integrated banking systems, as
well as business process operation services, for better growth
potential and higher margins. The segmental operating loss
recorded in the first half year is mainly contributed by certain
delays in the Bank of China core banking project and the
specific seasonality factors of the industry whilst most of
the key project milestones are expected to be completed in
the second half year.

Our core competencies and underlying strengths in the
financial solutions have been established over the past years
and developed reputation for secure and reliable services.
Moving ahead, with the strong and growing demand in
Mainland China for local banks to build up their own
integrated banking systems for better competitiveness,
management is confident in securing more new contracts
given the trust and reputation we have built up for years.

EEE 2 WD (5

SRBATR BREREBER

REBEHA  WEBHIBEEGEXESE
37,210,000 (ZZEZENF L¥F -
49,330,000/ 7T) K 4% & 584,570,000
BT (ZEERNFL¥F - KEBE
7,080,000 7T)  BEAE R TE -
HERH  AEEERELEBEY
¥ UWNDBEARANEE 2 GERERTE
U SPREBLERARESRITR
G AREBES RS - UEEE K
RENRESEEREMNE - R EFFHBE
CIEEBEIBEEERRPRRITZZ
DIRITIEEBMER - NERFEZE
EMEREAE - MAEMHEZIER BIR
HEBR TH+FETK °

AEBNBESZFREY T ERMBORTER
ZRZDBENRRERE - WL L 2R
ShiszBE - BEBEASWIRT AR
THEFEHMRLEBSRITRERALSER
BYREFOTR  BEEEREZER
BYZEEREERR/ASRERGEES
MEHK  MATEE -
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MANAGEMENT DISCUSSION AND ANALYSIS
(continued)

Business process operations

The Group has been leveraging its reputation in the financial
solutions segment and actively expanding into new business
opportunities in the financial sector. With proven technical
base in processing transactions, the Group has migrated
into new high-margin consumer services and achieved
significant progress in business process operations, providing
outsourcing services to financial institutions and banks with
payment solutions, such as automated teller machines
("ATM") and EFT-POS terminals.

Starting from 2H2006, we have begun the operation of
ATM at non-bank locations in certain major cities in Mainland
China and accomplished what we targeted. During the six
months ended 30 June 2007, this business segment recorded
a turnover of HK$3.85 million and an operating loss of
HK$2.68 million.

Up to 1H2007, ATM penetration rate in Mainland China
was comparatively low by international standards, with only
about 102,000 ATMs and less than 80 ATMs per one million
residents. Given the astonishing demand and development
of the payment transactions processing infrastructure in
Mainland China and the installation of more automated
processing systems for consumer payments, the management
believes that the Group has various business opportunities
for the establishment and expansion of its own payment
process operation networks in the coming years.

EEE WD (8

XKEE
AEE—EHEEAERESRBAFIRSE
ZEE UHERBHRESBATEE - &
EAERXSHREPZINETEZ B ER -
AEBEEBESORZEEERS
WHREREE TRBEXNER  WRAB
SATERAR T R 2 & BhiiE RRITIRE SN
BRY - INEBEE# ([ATM]) &
BEFEEREZ (EFT-POS) KRuni o

BEERFTHFR  AEERER
ATEFERT 2 IERITHEFIRES B
BIES M  WEFTEHUR - REZE=
EE+FNAZTHIEANEAR  HE
%o fBE%15 & 3£ %83,850,000/8 7T M 4%
& E7182,680,000/8 7T °

HE-_ZTLFL¥EF BPBEEER
B A 2 25 KRB ERERE
B#102,000EBEEHK - B—8A 8
ZERILARSOBEEEE # - ENT
MR 5 B IR 3% M 1E B KB 2 7 SKBR )
BREZ2F NMICHKEZHEHEEN
REBBRERS  EEEREASE
RARREF BB ZEELWIERELSRK
RIBBEREK A -

\
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PROSPECT

Demand for electronic payment solution is accelerating in
line with the tremendous increase in the number of card
payments. Following the progressive improvement of the
payment transactions processing environment/infrastructure
in Mainland China and exploration of the international
market, we are confident that the electronic solution and
payment segment will maintain its momentum for growth
in the coming years.

In the telecommunication front, our enthusiasm and passion
for innovations have kept us ahead and competitive despite
the ever-changing technology and market demand. It is
always our mission to provide first class value-added platform
operation and services to our partners. New technology, the
IVVR platform, based on 3G communications and several
new products and services are ready to hit the market. With
these new exciting opportunities and dynamic environment,
we will further strengthen our position in the market and
continue to create great values to our partners.

Based on our established market position and experience in
the financial solution segment, the Group has migrated into
high-margin consumer services segments and engaged in
the business process operations services for ATM and EFT-
POS for the financial institutions and banks. In the longer
term, we target to establish and expand our own payment
process operation networks in Mainland China.

Bl &

EFRARTREEEARTREE
AU AN & F o BEH AP B A BE 2 5 3K
ROEBRE/HEBRERE  NLHA
WBEME  AEEHEEETHRIATR
AR ERRRBEBEEREER
o

REMEE - NEEBREIF 22 R
B FASEMTERYTESL R
EERTSEHER - DREFHESF HBEEIE
%o REBz B IZRREERME
RE—RIEETEERRS - RE
3GHEBA R EENEMmERSE - IVVRF
BZHENRIREERITATS - ®EE
LS NS FE M IIRE - AEEE
E—LEETMIGHA - BEREEARRZ
EENHRIEEE -

ERESRBERFRDBE LRI ZTH
NENER  AEECERESEBHE
BERBDE WA BHEE RIRTT
ZEBEER (ATM) RS FHEERED
(EFT-POS) BE R - REME * A%
EUERRELRIETRAG 2 REE
BRIERFBERZE -
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PROSPECT (continued)

In addition, the Group also actively seeks opportunities for
expansion. On 30 July 2007, the Company completed the
acquisition of the Hualong Group (please refer to subsequent
events section for definition), one of the largest
manufacturers of electric utility meters in the PRC.
Management considers that it will allow the Group to
diversify its business to the electronic power meters and
solutions industry. We believe that demand for power meters
and solutions will experience significant growth given the
booming China economy which in turn drives the need to
replace the traditional mechanical meters with the more
technologically advanced and automated electronic meters
and solutions. Besides, the Hualong Group will be able to
leverage on the Group’s management, sales and solution
implementation experience, particularly in the areas of high-
end solution execution, cooperation and development of
the overseas market.

LIQUIDITY AND FINANCIAL RESOURCES

As at 30 June 2007, the Group reported total assets of
HK$1,043.92 million (31 December 2006: HK$847.11
million), which were financed by total liabilities of HK$157.86
million (31 December 2006: HK$167.44 million) and equity
of HK$886.05 million (31 December 2006: HK$679.67
million). The net asset value was HK$886.05 million (31
December 2006: HK$679.67 million). The net asset value
per share amounted to HK$0.44 per share as compared to
HK$0.36 per share as at 31 December 2006.

A& (&)

BEON - REE IR RS SR T
g - A-TE+ELA=+E  EAF
ERUWEEEEE (ELREEEKS
E-HrEE) ATERAETFRE
BeRBlER Y — BBERS - ULEL
SAEEEBSTIIBREETFRE
BER RAA S RITE - RPUBEE 8L
REBRFRY B REEATELEEED
BRABEE  SEAHEFABA
AR R T BN & 5 BUR B S B A
xolbih EREBBHEHEALIEEY
B WERBRAIRERES 57
RUTRAERESRERATR - b
RBITG IS o

RBEERBKEER
R-ZTELEXNA=1H NEEES
48°& FE1,043,920,0008 70 (ZEENE
+—-A=+—H :847,110,000& 7T) °
KB4 B E157,860,0008 7T (ZEZ X
F+-A=+—H : 167,440,000/ T)
N #E%5886,050,000/8 7L (ZEZ N F 1
—A=+—H :679,670,00087T) - &
R E B £886,050,000/8 7T (ZEE X
F+=-A=+—H8 :679,670,000/%
L) c BREEFEABTR0LMMETT
MR-—ZEENE+_A=+—RHAASE
B%0.368 7T °
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LIQUIDITY AND FINANCIAL RESOURCES
(continued)

As at 30 June 2007, the Group had cash of HK$577.46
million (31 December 2006: HK$528.08 million) and short
term borrowings of HK$5.80 million (31 December 2006:
HK$7 million). The net cash position as at that date was
HK$571.66 million as compared to HK$521.08 million as at
31 December 2006. The short term borrowings included
short term bank loan to fund the Group’s working capital
requirements. As at 30 June 2007, the Group had no
financial liability in respect of convertible preference shares
issued by a subsidiary (31 December 2006: HK$22.49
million). The gearing ratio (defined as total borrowings
divided by shareholders’ equity) was 0.01 as compared to
0.04 as at 31 December 2006. The gearing ratio is considered
healthy and suitable for the continuous growth of the
Group's business.

CAPITAL STRUCTURE AND DETAILS OF
CHARGES

As at 30 June 2007, the Group’s short term borrowings
included short term bank loan which was denominated in
Renminbi, amounting to RMB5.80 million. The short term
bank loan was charged at interest of 6.8% per annum.

Approximately HK$63.14 million, HK$273.46 million and
HK$240.86 million of the Group’s cash balances were
denominated in Renminbi, Hong Kong dollar and US dollar
respectively as at 30 June 2007.

As at 30 June 2007, short term bank loans of RMB5.80
million (31 December 2006: RMB7 million) were secured by
the leasehold land and building of a subsidiary of the
Company and the corporate guarantee from an independent
third party, &I & ¥ & 7% & R BBR A & (Shenzhen
High and New Technology Investment Guarantee Company
Limited).

RBEERMBER (5

R-ZEL+ENA=+H AEFER
©577,460,0008 T (ZEE R F+ A
=-+—H : 528,080,000/ 7T) [ 2 HifE
7%5,800,0008 L (ZEE X NF+ A=
+—H : 7,000,000/ 7T) - RZBZIR
& H RN A571,660,0008 7T 0 #H
ZTEERFTZA=ZT—RHAIR
521,080,000/ 7T - B Eife BB &5 B
RITEFR  NEBERNASBEEELES
TRk - RZEBEZTELFARNA=FTH A&
EIE— KRB R R HITAIRREL
ReBBBE(ZCEEREFT+_A=+
—H 122,490,000/ 7T) - EARBELL
RX(RAERBRBELRBREEZ) B
001 B _ZEEXRF+_HA=+—H
Al&0.04 - WEABBELRBER - B
RErEEXEBRF/ELRIFTE -

EXARBRERFR

N_BZE+EXA=1H " AEEZE
HEERREUARKINEZ QHIRITE
AR ¥5,800,0007T ° EEIRITE X
REMNKRCSEE ©

R-ZEZ+FEA=1+H AEEZR
& & % % 63,140,000/8 T
273,460,000 7T } 240,860,000/ 7T 7
AAARYE - BTRETIE -

MN_BZELEXA=1H " ABARK
5,800,000 (ZZEEXRNF+_A=+—
H : AR¥7,000,0007T) 2 EHIRITE
RIAARRBZ — KM BARIZHEL
AT - ARIBS B =R
R EERAR QR Z A RERER
o
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EXCHANGE RATES EXPOSURE

The Group derives its revenue, makes purchases and incurs
expenses denominated mainly in US dollars, Renminbi and
Hong Kong dollars. Currently, the Group has not entered
into agreements or purchased instruments to hedge the
Group's exchange rate risks. Any material fluctuation in the
exchange rates of Hong Kong dollar or Renminbi may have
an impact on the operating results of the Group.

CONTINGENT LIABILITIES
The Group had no material contingent liability as at 30 June
2007.

EMPLOYEES

The total number of employees of the Group as at 30 June
2007 was 795. The breakdown of employees by division is
as follows:

B = & b2

AEEEL 2 W ETRBIXNZ
ERTENUET  ARBIMEBTLIE -
BAl AEEYETAEMNHEXEER
EATANDAEE ZEXRR - 78
TTRARE ZEXHRERNERNNE
DR EAREcRE2XBENTE -

HAREE
RIZEZLFRA=+TH AEETE
BEAKAREE -

BE&
AEER-FELFRA=STHZESR
RBRTIA - RERBPIBH T :

Financial solutions, services and CEIBATR - R 344
related products NEBE®

Electronic payment products EFXNEm 164
and services K AR 75

Telecommunication solutions, BABAFTR - RS 249
services and related products NMHBEmMEEA
and information technology RIEGE SR ERS
operation value-added services

Business process operations EBEE 21

Corporate office ERANE 17

795

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.

AEERREFHTEEBENNEREEZ®E
FRRABF N REBEZFMEREEA
ERHFE  ZMERBHD 2 FEIE
Ao AEETEDETREZENE
SEXBHHEZIIEIRE -
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DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITION IN THE
SHARES, UNDERLYING SHARES AND

DEBENTURES

As at 30 June 2007, the interests and short positions of
each Director and chief executive in the shares, underlying
shares and debentures of the Company and its associated
corporations (within the meaning of the Securities and
Futures Ordinance (“SFO")), as recorded in the register
maintained by the Company under Section 352 of the SFO
or as notified to the Company were as follows:

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

EERTHAZRKRSG - HEBR
NRESZEERAR

R_ZEELFNA=Z+H SEENT
BRENANB RERELZE (TER
BHEREEGRD ([EHREEKG]))
2B - RN REST  EADR
ARRBIREZH KB EIEGIZE 35215
FEZELMEMERARRZER KL
KBEWT -

(a) AATBREMEO00025B T2 E

Company el
Number of shares held
R4 8 A
Approximate
percentage of
Personal Corporate  Underlying shareholding*
Name of Director interest interest shares Total REZHD
Expg PN DEER HE R 5 my B
Kui Man Chun - 757,083,636 25,200,000 782,283,636 38.41%
REA (Note)
(PH3F)

Xu Wensheng 26,400,000 - - 26,400,000 1.30%
wX&E
Li Wenjin 26,400,000 - - 26,400,000 1.30%
FXE
Chan Yiu Kwong 4,728,000 - 4,000,000 8,728,000 0.43%
FRIE 3%
Xu Chang Jun 26,400,000 - - 26,400,000 1.30%
REE
Xu Sitao 600,000 - - 600,000 0.03%
FRE

Note:  These shares are held by Kui Man Chun through Hi
Sun Limited, a company which Kui Man Chun holds
a 99.16% interest, and Rich Global Limited, a wholly-
owned subsidiary of Hi Sun Limited.

* This percentage is calculated based on the total issued
number of shares of the Company as at 30 June
2007.

e ZEWRGBITAEELEBAH
Sun Limited CREFH A
99.16% 4 %5 2 A &) K& Hi Sun
Limitedz & & [ & 2 & Rich
Global Limited# 4 -

* BOWREBEAR AR -F
FLFEFANA=THZE#ET
Rip4EEEHE -
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DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITION IN THE
SHARES, UNDERLYING SHARES AND
DEBENTURES (continued)

(b) Ordinary shares in associated corporations

(b) HEBZE2ERBR

Number of Category
shares held of interest

Name of associated

Name of Director corporation

14

E=nA BB EE B FEROEE RBZEER
Kui Man Chun Rich Global Limited 2 ordinary shares  Corporate
REER 2k @ik~ A

Kui Man Chun Hi Sun Limited 30,245,000 ordinary shares  Personal
REE 30,245,000/ @A  fAA

Li Wenjin Hi Sun Limited 255,000 ordinary shares  Personal
FXE 255,000/ Hi@mAL A A

Save as disclosed above, none of the Directors or chief
executive had any interests or short positions in the
shares, or underlying shares in, or debentures, of the
Company or any of its associated corporations.

Save as disclosed under the heading “Share Option
Scheme” below, at no time during the period was the
Company, its holding company or any of its subsidiaries
or fellow subsidiaries a party to any arrangement to
enable the Directors and chief executive of the Company
to acquire benefits by means of the acquisition of shares
in, or debentures of, the Company or any other body
corporate.

Br EXIEES  EFHITHARE
BER AR R S EAEFABEEZ
Betn ~ HHRBERA D BB 55 # A 1A

B A AR -

BT X8 — ST EE
O REARAEMERE - ARR) A&
B R B REAH B AR HE R
B A R AT LA R B - BUE
ARAREZENTRARAIEBER
ACIERESOES YN Pl v
BosmEss -




Additional Information

H & #

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.

The total number of shares in respect of which options
maybe 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% limited.

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 an exercise
price HK$0.374 per share (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% 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.

B RESTE
(a) &2 H

KRB FRE R ER & (&
g EERs - BEEABEE
BZREE  UBHSHHERERLE
RARBER - it 8l 25 ERS
HERRASEZBIEE A NAT
RIFRITER - XT8N _FFT—
FH—AZtTABER  BRHE1TI
HBAERTIN - B % B EEET 1055
B ARB MR LR -

B FEZR 1 B 3h T 10% R BRERS Ak
Rz - BRI FREZER
B CEREAMMAARE - WA) Y
RZBnEE - THREBBARAR
ZatEER B 2 280 BITRA
10% °

PLEZATEI ] B 2 BB - ERR
ERZ T Bl s AR A BT A H b BB AR 4
FHEIE T M ARITE 2 ERERR
EHERZBEHEBE  RETEHBB
ARARIRNEMEREBET2EBE
AFEH230% c R-—ZTZMFE=A
+N\B  ARAMETEEREES
% H133,000,00017 BE A% 4 - 176 (E
BER0374EBT  IEE_FTZ
ME=A+ N \HARAEEXHEES
BMERFGMBRAGEM 2T HR
BRTMAG FHIWTE - BIHA
A-E—NFE=ZRA++EH-

BER-_ZEZRAFNA+LEBA
ZEBRER - REAEE IZ
EIETREBEREZREE - B
FFEIETHREERE Z10%MR 5
% AIRIBZFTEIE T #E—TRT
2 BB #2517 33,305,403 % 15 ©

15




16

Additional Information

H it & #

SHARE OPTION SCHEME (continued)
(a) The Company (continued)

On 26 September 2005, 33,300,000 share options were
granted to certain Directors and employees at an exercise
price of HK$0.768 per shares (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.

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.

The Share Subdivision has led to an adjustment to the
exercise prices 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 outstanding options
immediately before the Share Subdivision 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 outstanding options
immediately before the Share Subdivision 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.

B ERE (&
(a) =2 T (8)

E/\fqyﬂijlﬂ +XH  £AA
amAaETESELEERE
33,300,000 AR - 1TEERE
fR0.768B T (AN EE —_ZEZTHF N
AZ+AHAABEEXBAEEHE
RGMERARIEMZBHEHRER
Frsm & m FH Wl mE) - B8 EA
“E-RAFNAZTHH - BRE
HER —_EZRFNA=-+ A
1 WEZHBI0OFEEZEH -

BRER-_ZEZEFA-T/\HE
B EBRER  ARAREAFE
BREEC.OIEBILTZEABEEEITREAR
BITEBRESIFKANKRERE
B0.0025/8 T 2 E Ak (1B 1n 5
1) o RARIREDHERD H
IR —_EERFNA-+NH
AL e

BN DIFREBAERBRITEERE
ZITEBERARBIRRITEERE
BITERETEITIROEE - 3t
TTTEHEEE—y TOF=A+N\B=E

—FE=A++ERBZ2EREM
H $ AREERO DA - &
BRERRITEBREEREITHERE
B TEITZRHDEE - A
23,000,000% 1 2= 92,000,0000% -
776 (8 Rl i1 | A A 19 0.37478 7T
AEZFRA?0.09358 7T BT
ﬁ%%—??ﬁinﬂ +xB=Z%
—E-RAFNAAZTHRBZERRE
ﬁ§’$ AR EERMD DR
EEBARARITEEREEREITE
B TETZIRHOHEE @ B
33,300,000/% #% % 133,200,000
g - miTEERBEERARK0.768
BILTARZERAM0.1928B T °
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SHARE OPTION SCHEME (continued)
(a) The Company (continued)

Pursuant to an ordinary resolution passed on 11
December 2006, a refreshment of the limit on grant of
options under the Scheme was approved by the
shareholders. Upon the refreshment of the limit on grant
of options under the Scheme, an additional 43,000,000
shares may be issued pursuant to the grant of further
options under the Scheme.

On 2 January 2007, 43,000,000 share options were
granted to certain employees at exercise price of
HK$2.00 per share (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 2 January
2007) with an expiry date of 1 January 2010.

There are no changes in any term of the Scheme during
the six months ended 30 June 2007.

RER-_ZZERF+_A+—HE
BEEBIRZER - BRRBLEFT X
AHEET AR BRENRE - B
izt 8A T AR KB RE 2 REE
% AIRBEZAEETE— SR
2 FE AR HE 1T ¥R 5N 43,000,0000% A%

1/'\ °

EA_-EEJCE—H —H ARAEM

= T 18 8 % 1 43,000,00017 88 I&
o TEEAER2.005 T (AR
% TS+ F-A AR RABEEE
HEBBMAERSFBRAREMZ
BHFEERMEZRHD FH kT
B HHEA-_ZET—ZFTE—H—
E| o

SHE A RRBRNBE=S
PLEAASZTALABARNE
B o
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SHARE OPTION SCHEME (continued) RS E (B

(a) The Company (continued) (a) &x2F (&)
As at 30 June 2007, the particulars of the options RZZEZ+FANA=1+H  BREZ
granted to each of the Directors and employees of the ElmMBEREZERAAAEERE

Company under the Scheme are as follows: ZEREFENT
Movements in the Share Options: EAREEE -

Number of Number of
options held options held
at 1 January at 30 June

2007 2007
R-B2LF Granted Exercised Lapsed R=FEZ+tF
Exercise —A—H during during during A<A=*AH
Name Date of grant price fi¥ 2z  the period  the period  the period i34
& RIERH 1@ BREHE HACEY HRETE BHREAN BREXE
(HK9)
(&)
Directors
4=
Mr. Kui Man Chun 18 March 2004* 0.0935 12,000,000 - - - 12,000,000
REELE ZETWFE=R+ B
26 September 2005** 0.192 13,200,000 - - - 13,200,000
CEZRFNAZFTRE*
Mr. Xu Wensheng 18 March 2004* 0.0935 - - - - -
"X ERE ZEEWNFE=RA+NA*
26 September 2005** 0.192 13,200,000 - (13,200,000) - -
“ERREAAZFRA
Mr. Li Wenjin 18 March 2004 * 0.0935 - - - - -
EXERE i L AN =
26 September 2005** 0.192 13,200,000 - (13,200,000) - -
ZERREARZFRE*
Mr. Chan Yiu Kwong 18 March 2004 * 0.0935 - - - - -
BRIBK K& I R AN=h
26 September 2005** 0.192 4,000,000 - - - 4,000,000
ZEEREAAZF AR
Mr. Xu Chang Jun 18 March 2004 * 0.0935 - - - - -
HREERLE “ETME=R+NR*
26 September 2005** 0.192 13,200,000 - (13,200,000) - -
ZEEREAAZF AR
68,800,000 - (39,600,000) - 29,200,000
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SHARE OPTION SCHEME (continued) BRESS @
(a) The Company (continued) (a) x| (&)

Number of Number of
options held options held
at 1 January at 30 June

2007 2007
R-ZEELF Granted Exercised Lapsed R-ZELHF
Exercise —-B—H during during during X<A=+H
Name Date of grant price fi¥sz  the period  the period  the period iz
HH RiLAH TEE BREHE DHrERE Hreaf BREAN BREHE
(HK$)
(&)
Employees
EE
(In aggregate) 18 March 2004 * 0.0935 13,200,000 - (13,200,000) - -
(#st) —ETMFE=RATNB*
26 September 2005%* 0.192 - - - - -

ZETRFENAZFRA

2 January 2007*** 2.00 - 43,000,000 (518,000) (332,000) 42,150,000
ZETEF-RZHrr

82,000,000 43,000,000 (53,318,000) (332,000) 71,350,000

*  The exercisable period of the above share options is from * J:L%H%EZ?‘T@E@ H_ZZEN
18 March 2004 to 17 March 2014 (both dates inclusive). F=A+N\BE-ZT-—NWF=A

T+HR (“%EE%EI)

** The option period commences on 26 September 2005 > EREHEH_ZETAFALAZ
and expires 10 years thereafter. Options granted are +NBME - 10FEEH - 2R
vested as follows: HERESBOT
On 26 September 2005 Up to 50% R-ZZEZTHEF % %50%

AR Z+XAH
On 26 September 2006 Up to 100% RZEEARF =% 100%
hNA=+xA

*** The exercisable period of the above share options is from o PlERECTEHBE-_ZE L
2 January 2007 to 1 January 2010 (both dates inclusive). E—ﬂ ZHREZ—ZEF—-—H—

B(BHEEREH) -
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SHARE OPTION SCHEME (continued) RS E (B
(a) The Company (continued) (a) &x2F (&)
Number of share
Exercise price  options exercised
HK$ per share  during the period
TEE HABTEZ
BRET BREHE
Expiry date 2B
17 March 2014 —E-mWFE=HA+tH 0.0935 13,200,000
25 September 2015 —E-RAFhhA=-+HH 0.192 39,600,000
1 January 2010 —E-EF—HF—H 2.00 518,000
53,318,000
During the period, the weighted average closing price HAN - EERERETT6E B BIAT 2 0
immediately before the dates on which the options were PR mERER251E T -
exercised was HK$2.51 per share.
The Group has no legal or constructive obligation to REEBWEEESHEEREFANR
repurchase or settle the options in cash. RSB ERE -
As at the date of this report, the Company has RA®REBH  KXQAAE
71,350,000 share options outstanding. 71 ,350,00017 & PR A& 18 RATIE ©
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SHARE OPTION SCHEME (continued)
(b) 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 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 Employee Incentive 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”).

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. Share 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.

fBRAERTE ()
(b) —XMBARAZEERB &

RZETRFWEAWEAE - ARG
HEE 2 &M B A F Turbo Speed
Technology Limited ([Turbo Speed])
B E R 8 =R 8l (1B B EhEt
2/]) » LA B Turbo Speed Kz £ ff
& A A ([Turbo Speed(= &) 2 &
B - EEREEzEERKSRE
B335 Turbo Speed =k E AT f1 B A
Al 2BES - B Turbo Speedsk
HEMMB AT 2EMES (BT
BERARAESFT ZEMAL) -
tEEAFEITEAREERBE K
BB EBEEHNIAEMERZ
1B ARG - B A B 3 B
BHAZAT - BRIFEFSHRATE
BREFEMKNIZTMEES
(IZEE8g)) URBRRKEIEZATE
h - BERBIGTEN _ZETRFN
AOBHRBER  BEEZTEN\F+
—R=+—Hik-

EBETHBERERS R M B
TS #B B Turbo Speedf 4,682,275
% 3@ P ([Turbo SpeedP& 13 1) -
18 & M Turbo SpeediR BF F AN A A
—XE2EMBARIFAZRAEDE
FTRRAR%)13.0% - BRERTAREZE
SRRF2ZETIEIEEZERNER
TREMEERE  (\ZEREEZ
=3I K (i)Turbo Speed® & > Bf
BRI R H Al EBA T R 8
ZRE o INEM+ & A HIfE - 7]
7] [E B A Turbo Speed® B A A &
EFEVREEIREEN Turbo Speedf%
D m&EZT{SHE Turbo Speed®
HEBITRAMI% °
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b) " XMEBRARAZEERBTE

SHARE OPTION SCHEME (continued)
(b) Employee incentive scheme of a subsidiary

(continued)

On 8 July 2005, 1,425,000 share options had been
granted to certain Directors and employees of a
subsidiary of Turbo Speed 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).

During the six months ended 30 June 2007, no share
options have been exercised and lapsed. The Group has
no legal or constructive obligation to repurchase or settle
the options in cash. As at the date of this report, Turbo
Speed has 180,000 share options outstanding.

(#8)

RZZEZERFELANH BN
Turbo Speed—RIFBE A Al E T &
= K {E 8 % 1 1,425,0001) i A%
o AR ER1.9228 T2 TEE
R Turbo SpeedEL @ A% o - il B&
RiEZITEPRA_ZERELAN
RE-_FTENF+HA=+—H
(BEEERER) -

BHE-_TTLtFAAA=THIAE
A W ERERITERE
o RS BN LAIR & 8 B s B {5
BIREZEZEIEERT - KA
4 F) % H 5 » Turbo Speed&

180,00017 # A 17 5 BE AR 4 -

SUBSTANTIAL SHAREHOLDERS' INTERESTS TEREABROREERS >
AND SHORT POSITIONS IN THE SHARES AND EXRRA

UNDERLYING SHARES

The register of substantial shareholders maintained under BARRRIREBEZ S KB EDIE 33614
Section 336 of the SFO shows that as at 30 June 2007, the GEZ2FTERREZMABET R
Company had been notified of the following substantial E+HFEXNAZTH AREEMES T
shareholders’ interests and short positions and underlying TERREBEARAIDEITIRAS%K
shares, being 5% or more of the Company’s issued share LA ERR D RABRARR (D 2 2 ROR B © 3%
capital. These interests are in addition to those disclosed RS TEREEXMEEEBRES KT
above in respect of the Directors and chief executive. aag s o

Approximate
percentage

Number of Number of of shareholding*

Name of shareholder ordinary shares underlying shares Total REZHBH

RRER EERYA HERGOHA By BAL*

Rich Global Limited ([RGLJ)** 757,083,636(L) - 757,083,636 37.18%

Hi Sun Limited ([HSL])** 757,083,636(L) - 757,083,636 37.18%
(Note 2)
(Bzt2)

Kui Man Chun 757,083,636(L) 25,200,000 782,283,636 38.41%
FER (Note 2)
GEY)

0Z Funds (Note 3) (Fff#3) 81,866,667(L) 64,356,618 146,223,285 7.18%
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SUBSTANTIAL SHAREHOLDERS' INTERESTS i%ﬂii%ﬂiﬁ&*ﬁ%ﬁﬂiﬁz
AND SHORT POSITIONS IN THE SHARES AND RERAE (&

UNDERLYING SHARES (continued)

Notes: BEE -

1.

The Letter “L” denotes a long position in shares.

LRTENDZER -

2. HSLis interested in the Company’s share capital by virtue of 2. HSLE#BRGLZ100% W% MK A A
its 100% shareholding in RGL, and these shares are held by ARAEE D ZERNBREESR
Kui Man Chun through HSL, a company which Kui Man Chun BEHSLCEESERFF9.16% = 2 A
holds a 99.16% interest. A -

3. OZ Master Fund, Ltd., OZ Asia Master Fund, Ltd. and OZ 3. OZ Master Fund, Ltd. + OZ Asia Master
Global Special Investments Master Fund. L.P., collectively the Fund, Ltd.X% OZ Global Special
"0Z Funds”. Investments Master Fund. L.P. = #%71§

& [0Z Funds] °
*  This percentage is calculated based on the total issued number * BAHTREARRNRIR-ZZEEFLFN

of shares of the Company as at 30 June 2007.

Mr. Kui Man Chun and Mr. Li Wenjin are Directors of RGL
and Mr. Kui Man Chun, Mr. Li Wenjin, Mr. Xu Wensheng and
Mr. Chan Yiu Kwong are Directors of HSL which were deemed
or taken to have interests or short positions in the shares or
underlying shares of the Company which would fall to be
disclosed under the provisions of Divisions 2 and 3 of Part XV
of the Securities and Futures Ordinance.

PURCHASE, SALE OR REDEMPTION OF
SHARES

The Company has not redeemed any of its shares during
the period. Neither the Company nor any of its subsidiaries
has purchased or sold any of the Company’s shares during
the period.

A=1THZERTHRIDEETE -

REEAEREXELLARGLEER
REBFSLLE FXELLE HXLEL
L RFEAEA L EBHSLEE - ARK
RNEIRGEIFER G - BEHEHHEE
EXEEHB AREZFRBEES
EXVESE2RIDHMERKE Hm

NN
KE -

BE LEIEERD

/N
A

AR 8 B O B AT AR D o HH
ARRHEANE QR BER

S EEFAARBRD
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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 2007.

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 2007, 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, five 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.

EEETESENEREETA

RRAREHEA LT RREFTETESFR
SWRESTR . BEGERTIRERN L™
AR $X10PT 8 2 A2 R (1R 25T
A1) - BREFRFHEBRARE REH
ME R ([AEEEEMEENE
TARAELR R VABRZETZ
MEER -

MR EEEELARENE  FEE
2 RERBE-EELEAA=TA
5y

IEARTAA - BB T RETAIFfHREE
Al -
TEER

HE_ZZT+FA=Z+HLNEAR -
RARl—HEBT EMRBNE 14T
rEEREHATA(TREERTAL
ZSPRMEX - T URBE ¥ E AT A
FEA21 ALNREN2IEZ B RERIN o

SRR A2MERTE - TFERITH
BECBERAMRY - TEAR—A
B B2 FETEETTRAERZ
B BEALRSRESMEEARLZ
HMATESNE -EFERAL &R
AEBEBHRERAREERESNE
BABERBMEIERAR  HERERMT
TTERAREL -
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CORPORATE GOVERNANCE (continued)

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 30 May 2007, however, Mr. Li Wenjin, 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.

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 report
for the six months ended 30 June 2007 with the Directors.

JJ:*M‘A (Zm.
-TWMY%A41%%W§WM%%$%
RETESEME  UABEEREE - -&E
BN ITEFW IR EEHRME
RARAFEREFHAT=-_FHESTE—
R TR BL B R R =2 RE 23 E
B ARBARBZARMAE  RE
ZEREBEEBRRASHBREE -

SRR BEI2IKE]H  EFSXE
ANFEREBFRE - BETFEIEL
FER-_ETZ+FRA=ZTHEITZERE
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Additional Information

Hitt & ¥

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 (the “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 2007.

EENGFRB2ES

METAARBDESNIMNERNEERE
RS2 EBRHETMER -

BIKEETE
REBEEZHBARELMAERE
ZN/NEIYES e T L N = b 2 v
2 ERMFURINETE] - BIEETE - BB
IR A#5%ELHER - ERA1,000%
JC MEEREEDEIMER - BE
SFARFIZEE AFHS%TE - LRA
1,000 7T (& dltzx]) - BEEFE
655R IR RS & 13k Bk T1ERE B
ZEEEEEHNK -

gEoh - BIEBEREARLME ([FH])
BATERBRTE - ANEBEAEETEES %
FEHEHT%E20% @ MH T RKEF
STEER R - BT BT AERAE
EZBEREIMRAREFNZEME -

RANRFRE
REAXBRELAEHREESH
Mo BERR ARARBE-TEL
FRAZTBUEANBEARRS LRI
EZABFHIRE




Additional Information
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SUBSEQUENT EVENTS

Acquisition of the entire interest in Baifu Hualong
and Pacific Sheen and disposal of 5% interest in
New Concept Services Limited

On 10 February 2007, the Company entered into a sale and
purchase agreement (the “Hualong Agreement”) with £ 3&
A(Wang Bing Ren), T# 7 (Wang Zhong Fang), #& 7K &
(Jiang Jie Zhong), i 15 E)(Zhao Shu Xun (also known asi 7]
XH (Zhao Li Bin)), Z % JI(Li Ning Chuan) and Everon Group
Holdings Limited (a company incorporated in Hong Kong)
(collectively the “Vendors”), who are parties independent
of the Group, pursuant to which the Company conditionally
agreed to procure the acquisition of the entire registered
capital of Hangzhou Baifu Holding Company Limited (“Baifu
Hualong”), a company incorporated in the PRC which will
hold the entire interest in f M #EEE F T AR A A
(Hangzhou Hualong Electronic Technology Company Limited),
a company established in the PRC (“Hualong Electronic”)
and LN EEF B M E R 2R (Hangzhou Hualong
Information Technology Company Limited), a company
established in the PRC (“Hualong Information”), the entire
issued share capital of Pacific Sheen International Limited
(ZBEEABR AR, acompany incorporated in Hong Kong
("Pacific Sheen”) and their respective subsidiaries (collectively
referred to as the “Hualong Group”) and the shareholders’
loans (the “Hualong Acquisition”).

As part of the transactions in relation to the Hualong
Acquisition, the Company disposed of 5% of the issued
share capital of New Concept Services Limited, a subsidiary
of the Company and the immediate holding company of
Baifu Hualong and Pacific Sheen, to the Vendors for a total
consideration of RMB15.0 million (equivalent to
approximately HK$15.5 million), which is equal to 5% of
the total consideration to be paid by the Group for the
Hualong Acquisition (the “Hualong Disposal”).

HRERRER
BEEEZEEREIREREBESRR
HEHMARBEERATA%ESE

RZEZELF-A+H ARFEEER
A~ERT - BAR - BEE(XAH
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(B 9BYNAKE)FILEE W
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BEERAR([AEER]) (BHAEHRN
REIKILZ ARIMMEREFRIMBR
RE([ERETF]) RMIMNEREE R
MABERAB ([FEREBKM]) 228
) 2 2EEMBRA - REAEMK
VY2 EIBEBRABRAR ([EIBEE])
MEZEBZMBRAR UATHMEIER
SEDZ22HEBHTRAUNEERE
R (TFEEWE]) -

EREBERRER S ZEF—R + K
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;EIEER 2 B TR ARFAIRSEE
RARIBEEITHRAZS%  BREABA
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SUBSEQUENT EVENTS (continued)

Acquisition of the entire interest in Baifu Hualong
and Pacific Sheen and disposal of 5% interest in
New Concept Services Limited (continued)

The Hualong Acquisition and the Hualong Disposal and the
transactions contemplated herein have been completed on
30 July 2007. The consideration of RMB300,650,000
(equivalent to approximately HK$310.7 million) for the
Hualong Acquisition was reduced by the amount of dividends
of RMB30,000,000 (equivalent to approximately HK$31.0
million) that the Hualong Group declared and paid to the
Vendors prior to the completion. The consideration of
RMB270,650,000 (equivalent to approximately HK$279.7
million) for the Hualong Acquisition was satisfied by the
Company as to: (a) a cash payment of RMB170,650,000
(equivalent to approximately HK$176.3 million); and (b) the
balance of RMB100,000,000 (equivalent to approximately
HK$103.3 million) by way of the consideration shares. The
Company received cash consideration of RMB15,032,500
(equivalent to approximately HK$15.5 million) for the
Hualong Disposal.

As at 31 December 2006, the aggregate audited carrying
value of the total net assets of the Hualong Group amounted
to approximately HK$169.8 million. Goodwill arising from
the Hualong Acquisition and Hualong Disposal will be
finalised upon completion of management’s assessment of
the fair value of identifiable assets and liabilities of the
Hualong Group as at the date of completion.

mERREER M@
WEEEEEREIERBEZHERK
HEHARBEER L AS%ER (&)
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TR EREBERNESA RN ZRESRE
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7T (& R #7176,300,0005 7T) + K(b)
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B AR ®15,032,5007C (M E R4
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Condensed Consolidated Income Statement

FEAAR SR AR

For the six months ended 30 June 2007
B2 —EELFNA=F+HIFNEA

Unaudited
R ER

Six months ended 30 June

BEAA=tHLEARNEA

2007 2006
—EELF —EERE
Notes HK$'000 HK$'000
B & FER FAT
Turnover —F 3L 4 301,543 193,554
Cost of sales 58 A A 5 (161,368) (111,839)
Gross profit E 7 140,175 81,715
Other gains, net B s - JFRR 4 83,953 19,377
Selling expenses HERX 5 (23,126) (15,451)
Administrative expenses THER 5 (78,068) (37,713)
Operating profit £ 2 5 F| 122,934 47,928
Finance costs B & A A 7 (1,299) (1,902)
Profit before income tax BR P15 B0 AT & A 121,635 46,026
Income tax expense FRiSfim = 8 (9,387) (3,805)
Profit for the period B 5 A 112,248 42,221
Attributable to: FEAG -
Equity shareholders RARIERFTFEA 110,414 42,221
of the Company
Minority interests L H IR E = 1,834 -
112,248 42,221
Earnings per share for profit AN X
attributable to the equity A AEG A
holders of the Company: ZERAF
— Basic — &R 11 HK$0.056 HK$0.028
- Diluted —#E 11 HK$0.050 HK$0.025

The notes on pages 35 to 80 form an integral part of these 535% 808 ~ Ml sE Bk Itk R BHLR A
condensed consolidated financial statements. MBmREFRED -
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Condensed Consolidated Balance Sheet

BHGREERERR

As at 30 June 2007 and 31 December 2006
R-IEE+LFNA=FHAHR-_FEENF+_H=1+—H

ASSETS

Non-current assets
Investment properties
Property, plant and equipment
Leasehold land

Current assets
Inventories
Trade and other receivables,
prepayments and deposits
Due from a fellow subsidiary

Due from a related company

Financial assets at fair value
through profit or loss

Cash and cash equivalents

Total assets

EQUITY

Capital and reserves
attributable
to the Company'’s
equity holders
Share Capital

Other reserves

Minority interests

Total equity

The notes on pages 35 to 80 form an integral part of these
condensed consolidated financial statements.

Note
B E

BE

ERBEE

KEME 12
W% BERZE 13
MELH 14

RBEE
&
JE WO RR AR B L feh PR ROR
ANRELRES 15
ER—KRE &
Pt /88 22 =) 3K0R
BN —REERR A
YN IEEN R
FERZeRMEE
HehReFEY

BEE

g

EATEHEBA
EERAREE

g X 19
H 445

PBRRES
EmAH

Unaudited Audited
RBER REZ
30 June 31 December
NAETH tZA=1+-H
2007 2006
—EELHE —ETRE
HK$'000 HK$'000
TAERT TAT
3,452 3,540
75,646 75,959
30,177 30,559
___ 19255 110,058
49,372 28,552
271,010 139,076
1,003 -

67 67

35,728 41,281
577,460 528,076
___ 94640 737,052
1,043,915 847,110
5,091 4,699
844,262 674,973
849,353 679,672
36,701 =
886,054 679,672

F3I5E0E M EBR I EMRAKRE
MBHmREPED




HI SUN TECHNOLOGY (CHINA) LIMITE
BB R (R E) AR 2 SPE

Condensed Consolidated Balance Sheet

HHRFREEERBER
Unaudited Audited
RISER RERZ
30 June 31 December
AA=+H +tZA=t—H
2007 2006
—EEtHE ZETRF
Note HK$'000 HK$'000
P & THER TEL
LIABILITIES 8%
Non-current liabilities kRBEE
Financial liability portion —XBARET
of convertible preference AHkELER
shares issued by a subsidiary BRaESS 17, 21 - 22,485
Current liabilities nEBEE
Trade and other payables e BRR R
Hih B 50R 16 140,691 117,282
Due to a fellow subsidiary EN—RRAZ
)= UNGIE S 18, 23(b) - 13,497
Taxation payable EHRE 11,370 7,174
Short term borrowings 2 H &R 17 5,800 7,000
157,861 144,953
Total liabilities BEAE 157,861 167,438
Total equity and liabilities BRLAERE 1,043,915 847,110
Net current assets MBEEFE 776,779 592,099
Total assets less current liabilities BELERTDAER 886,054 702,157

On behalf of the Board

KREZFSE
Xu Wensheng Li Wenjin
®wXE FXE
Director Director
5% E=

The notes on pages 35 to 80 form an integral part of these F 355808 2 Mz Jh B FH 47 & B & R
condensed consolidated financial statements. £ HABIH o
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Condensed Consolidated Statement of Changes in Equity

BHGEEREE R

For the six months ended 30 June 2007
B2 —_EF+FNNA=+HIF A

At 1 January 2007
Profit for the period
Shares issued under
share option
scheme of the
Company
(Note 19(a))

Issue of new shares
upon the conversion
of convertible
preference shares
issued by a subsidiary
(Notes 19 and 21(a))

Employee share
option scheme-
value of employee
services (Notes 6 and 19(a))

Deemed disposal of
20% equity interest in
a subsidiary (Note 10)

Exchange differences
arising on translation
of the financial
statements of
foreign subsidiaries

At 30 June 2007

The notes on pages 35 to 80 form an integral part of these

R-25+f-A-H

BRET

READABRE
HERARG
(B3E19(a)

RE-FHBAAETL
RRELREST
R (19K 21()

EEERETE-
EERBER
(F#6%19(a))

RfELE-ZHBAF
2 20%%H (fit3E10)

BEBHHEAR
BHRRELL
EXEE

>k

Unaudited
REEH
Attributable to equity holders of the Company
ADAREREARS

Share  Share Contributed  Other Exchange Retained Minority
capital  premium reserve  reserve earnings interests
kx R#EE RARH A4RE NERGE REER JHRRER
HK$'000  HK$'000 HK$'000 HK$'000
TEr  TiExn TiEn Tin
4,699 269,586 156,494 -
- - - 1,834
133 9,740 - -
259 21,821 - -
- - 27,615 -
- - - 34,867
5091 301,147 184,109 36,701

condensed consolidated financial statements.

%352 80B 2 F I HLE A
RZ2EFRIS o




e N S A A A= -

’ ’

———
e s —

HI SUN TECHNOLOGY (CHINA) LIMITED PORT 2007 : B A e

—
i —

BB (RE) ARAT - 2B L FHBRE HEET —_— -

Condensed Consolidated Statement of Changes in Equity

HHGREEREER
Unaudited
AEER
Attributable to equity holders of the Company
ARRERERARE
Share Share Contributed Other  Exchange Accumulated
capital  premium surplus ~ reserve  reserve losses Total
Rx  ROERE BHRS HtRE JHERE RSER ait
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
TEr  TEx  TEx  TEx  TEx  TEx  TE=x
At 1 January 2006 RIEENE-A-H 3,330 100,556 125,310 15,627 872 (118,261) 127,434
Profit for the period Eilaygll - - - - - m 42,221
Shares issued under BREARFERE
share options SEETRA
scheme of the
Company 100 3,640 - - - - 3,740
Issue of new shares LG 660 95,700 - - - = 96,360
Share issuance expenses RO ETRE - (60) - - - - (60)
Share premium reduction HIR R & B
(Note 20) (Kt3¥20) - (100,556) 43,125 - - 57431 -
Employee share EEERETE-
option scheme - EERBER
value of employee services - - - 1,612 - - 1,612
Exchange differences BEENHEBLA
arising on translation HHARREEL
of the financial EXER
statements of
foreign subsidiaries - - - - 433 - 433
At 30 June 2006 RZTERE
~AZTH 4,090 99,280 168,435 17,239 1,305 (18,609) 271,740

The notes on pages 35 to 80 form an integral part of these Z535ZF 808 ~ Mf &+ J5 B 45 & BF % )
condensed consolidated financial statements. RZHEBPES °
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Condensed Consolidated Cash Flow Statement

ERGERERER

For the six months ended 30 June 2007
B2 —_EF+FNNA=+HIF A

Unaudited
REEX
Six months ended 30 June

BZAA=1tHLAXEA

2007 2006
—EBEtLtE _—TTAF
HK$'000 HK$'000
FTHET FAET

Net cash outflow from REXBER2

operating activities R R (32,394) (10,570)
Net cash outflow from KEERBERS

investing activities R R (5.020) (18,229)
Net cash inflow from BMEFZHMAFRS

financing activities mAHE R 86,798 51,541
Increase in cash and Re kR FEYIEIN

cash equivalents 49,384 22,742
Cash and cash equivalents HOzHREeRREEED

at beginning of period 528,076 156,579
Cash and cash equivalents HRZEERREEED

at end of period 577,460 179,321
Analysis of balances of cash ReRASEEY

and cash equivalents Rz oM
Bank balances and cash RITHEFERS 577,460 179,321

The notes on pages 35 to 80 form an integral part of these 2535Z 808 2 M it JH B4R & 81 75 5k
condensed consolidated financial statements. RZ2EFEHD o
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GENERAL INFORMATION

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

The Company and its subsidiaries (collectively referred
to as the “Group”) are principally engaged in the sales
of information technology products, provision of
business process operation services, provision of
information system consultancy and integration services,
and information technology operation value-added
services.

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

The Company is listed on the Stock Exchange of Hong
Kong Limited.

These condensed consolidated financial statements were
approved for issue on 27 August 2007.

BASIS OF PREPARATION

These unaudited condensed consolidated financial
statements for the six months ended 30 June 2007
(“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 consolidated financial statements
should be read in conjunction with the annual financial
statements for the year ended 31 December 2006.

Notes to Condensed Consolidated Financial Statements

GRS M |mRME

—REH
SEHE (FE)ARAB (TAR
A ZEEXHR/RREEMR -

ARARREMBAR (AEAIASE
B XENEHEEANBREER
RBEBEERE - B EHHER
REKR AR BB E L EE
R °

RARR—FKRBREFTMALZ
ERAR - HEEMFEE i &
Clarendon House, 2 Church Street,
Hamilton HM 11, Bermuda °

RRRARNEBBHERXZIMERAA
Ee
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BEBE-_ZZLFRNA=ZTHL
NEA 2 REBZE ARG B W
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Notes to Condensed Consolidated Financial Statements

R B 4R S B 35 3R R B =

ACCOUNTING POLICIES

The following new standards, amendments and
interpretations to existing standards, which have become
effective for accounting periods beginning on or after
1 January 2007, are mandatory for financial year ending
31 December 2007. The Group adopted those which
are relevant to its operations.

e HKAS 1 (Amendments) Presentation of Financial
Statement: Capital Disclosures

e HKFRS 7 Financial Instruments: Disclosures

e HK(IFRIC)-Int 8: Scope of IFRS/HKFRS 2, Share-based
Payment

e HK(IFRIC)-Int 9: Reassessment of Embedded
Derivatives

e  HK(IFRIC)-Int 10: Interim Financial Reporting and
Impairment

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

The Group has not adopted the following new
standards, amendments and interpretations to existing
standards have been published but not effective for the
financial year ending 31 December 2007.

e HKAS 23 (Revised) Borrowing Costs

e HKFRS 8 Operating Segments

e  HK(IFRIC)-Int 11: HKFRS 2 — Group and Treasury
Share Transactions

e HK(IFRIC)-Int 12: Service Concession Arrangements

The Group is in the process of making an assessment
of the impact of these 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.
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Notes to Condensed Consolidated Financial Statements

GRS M |mRME

4. TURNOVER, OTHER GAINS AND SEGMENT
REPORTING

The Group is principally engaged in the sales of
information technology products, provision of business
process operation services, provision of information
system consultancy and integration services, and
information technology operation value-added services.
Turnover and other gains recognised are as follows:

Turnover LR
Sales of goods HE B m
Provision of business process IR E % iE L RB
operation services
Provision of information EHEM RSB AR
system consultancy and SRS
integration services
Information technology BERBIEELIEERY
operation value-added
services
Rental income HERA
Other gains, net Hasm - F58
Interest income FEWA
Gain on disposal of financial ~ H&ZAFEA
assets at fair value through i M) 2k B 1 2
profit or loss TEEE W
Fair value loss on financial R FEE A A sk
assets at fair value through EECZERMEE
profit or loss N EEE
Gain on deemed disposal of BIELHER —K
20% equity interest BB R B 2 20% A% 1
in a subsidiary (Note 10) Z Wz (f7E10)
Finance lease income BEMEERA
Other income H Ao g A
Turnover and other gains EEERAEMME

4.

EXF HtWaRkoBE

*ﬁl—
$$@Zia¥ﬁ%fﬁ%éﬁﬂﬂ&
- ERERELRE  BEAR
Luau@&‘iﬁﬁﬁﬁu)&éﬁuﬂﬂﬁ
Miﬁﬁﬁﬁnoaﬁﬁ?& EEBRE
=T
Unaudited
REEX

Six months ended 30 June
BEZ<A=1tHILAEA

2007 2006
—EELEF —ETNE
HK$'000 HK$'000
FET F&T
171,840 103,329
3,847 —

33,585 32,821
91,713 57,404

558 -

__ 301,543 193,554
4,666 1,410

34,406 17,938

(118) -

43,258 -

17 -

1,724 29
___.893 19,377
385,496 212,931
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Notes to Condensed Consolidated Financial Statements

R B 4R S B 35 3R R B =

4. TURNOVER, OTHER GAINS AND SEGMENT

REPORTING (continued)
The Group is organised into five main business segments:

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

(b) Information technology operation value-added
services — provision of Interactive Voice Response
("IVR") services;

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

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

(e) Business process operations — provision of
outsourcing services to financial institutions and
banks with payment solutions, such as automatic
teller machines (“ATM") and EFT-POS terminals.

There are no sales or other transactions between the
business segments.

4. EXHE HthzRkIBEE
()
AEEBDRTAEBHE -

(a) EFZINERERE —HESE
T AR & 2 ([EFT-POS)) & i

o

(b) BB ECEZRERS —EH
AZ a8 ([IVR) IR

(0 BARBANE RENEHEE
m—AERTRREHRERARS
A o) N SR B IR A5 A0 85 B A AL
REm

d) EBERNE  RENEHEE
mn— RS EERIRITIREE
ARG A R SRR R A &
BABRER &

() ¥KEE —MIREINBEAL
RZemBEBERRTRESD
BE® ([ATM]) REFHEHES
25 (EFT-POS) #% i # %5 9 ¥ AR
j“% o

BEEXEBORZELEHELHMR
% o
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Notes to Condensed Consolidated Financial Statements

R AR S B 5 | R M &

4. TURNOVER, OTHER GAINS AND SEGMENT 4, BEE HMUERIESE

REPORTING (continued) & @
An analysis of the Group’s revenue and results for the REBHAZWARFEREED
period by business segment is as follows: BEommT :

Unaudited

REEH

Six months ended 30 June 2007
BE-B2E2tERA=TALAER
Telecom-
Information  munication  Financial
technology  solutions,  solutions,
Electronic  operation services and services
payment value-added related and related
products services  products  products  Business
andservices  EAME  BABR  EBBR  process
E7Xf EE FE BE AE BE operations Unallocated Group
EnkE® RERE REHER LREBRER XBEE AR A5E
HK$'000  HKS'000  HKS'000  HKS$'000  HK$'000  HK$'000  HK$'000
TEn TEn ThR TEn TEn TEn ThR

Tumover g%% 166,632 91,713 1,581 3212 3847 55 301,543
Other gains, net ks 58 - - - - - 83,953 83,953
Seqment results L x| 34,332 48,709 452 (4,565) (2676) 46,682 122,93
Finance costs BERK (1,299) (1,299)
Profit before income tax BRAEHARN 121,635
Income tax expense FERAX (9387)  (9387)
Profit for the period Brgr 112,248
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4. TURNOVER, OTHER GAINS AND SEGMENT
REPORTING (continued)

Turnover

Other gains

Segment results
Finance costs

Profit before income tax
Income tax expense

Profit for the period

40

KRR AL A
FIEBAX

B

4. EXE HbskoBHE

# )

Unaudited
REEG

Six months ended 30 June 2006
B2 -2 EANAZTHIEAEA

Telecom-
Information  munication Financial
technology ~ solutions,  solutions,
Electronic ~ operation services and services
payment value-added related and related
products services  products  products
andservices  EFBIE  BHAMA  2BBRA
B B2 HE BB HE BRHE Unallocated Group
EmkR®% RERE RABER REBE® AAR r&HE
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HKS$'000
TET TEL TEL TEL TET TEL
83,424 57,404 3,395 49,331 - 193,554
= = = = 19,377 19,377
15,122 28,531 1,661 (7,077) 9,691 47,928
(1,902) (1,902)
46,026
(3,805) (3,805)
42,221
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4. TURNOVER, OTHER GAINS AND SEGMENT 4, BEE HMUERIESE

REPORTING (continued) B )
Secondary reporting format — Geographical REERFX-HESE
segments
The Group’s five business segments operate in two main REFBzTEEBHBREMEEE
geographical areas: & AR
Mainland China  — electronic payment products and PEAE - EFEXNEMK
services, information technology AR - BRI
operation value-added services, BEERY
telecommunication solutions, N
services and related products, AR RAEBEEM
financial solutions, services and SRR R
related products, and business AR5 R AR E mn
process operations NEEBES
Hong Kong, — electronic payment products and B - BEFXNEM
South East Asia services, and financial solutions, SR NAR®S - LA K
and others services and related products K H At TRBATR -
AR 75 X A8 B 2= o
There are no sales or other transactions between the BEHES R BT EEE S EMR
geographical segments. 2 e
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4. TURNOVER, OTHER GAINS AND SEGMENT 4, EEB -HMWERIEE
REPORTING (continued) & (E)
Secondary reporting format — Geographical REERFXN-HESE (B)
segments (continued)

Unaudited
REEX
Six months ended 30 June 2007
BE-_ZZ2tH
NA=+HLERNEAR
Segment
Turnover results
= ¥ESE
HK$’000 HK$'000
TER FTHET
Mainland China K 266,495 74,706
Hong Kong, South East Asia B REE
and others R E A 35,048 1,668
301,543 76,374
Other gains, net, unallocated  Ef Wz @ F8 - KO B 83,953
Unallocated expenses ROBLFAX (37,393)
Operating profit 4 i A 122,934
Unaudited
RIEEZ
Six months ended 30 June 2006
HE_TTAF
NA=ZTHLEAREA
Segment
Turnover results
LR XENHE
HK$'000 HK$000
FAT FHET
Mainland China A B K P 163,475 31,129
Hong Kong, South East Asia BAE - -REI
and others N E A 30,079 7,108
193,554 38,237
Other gains, unallocated Hib s - ROBC 19,377
Unallocated expenses R B < (9,686)
Operating profit & s A 47,928
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5. EXPENSES BY NATURE

Expenses included in cost of sales, selling expenses and

administrative expenses are analysed as follows:

Auditor’s remuneration ZE M2

Depreciation of property, mE - BE KR
plant and equipment HEBITE

Depreciation of investment REMEITE
properties

Amortisation of leasehold land 72 & = i # $4

Employee benefit expense EERAFX
(including Directors’ (PEES
emoluments) (Note 6) &) (FffsE6)

Costs of inventories sold EHFEAAR

Operating lease rentals THIRIEBFZE
for land and buildings MEM®

Operating lease rentals R EXHEE®
for equipment

Research and development ot 7% K A 3 A AR

costs

Loss on disposal of
property, plant and
equipment

HEWE - BEX
RiBER

Provision for impairment JE W BR FOB B B R
of trade receivables

Write-back of provision JE W BR SO B
for impairment of BER-
trade receivables

Write-off of inventories 7 & e

Refund of value-added tax HE IR K

UMEED 2%
REHERA  SHERX RITRER
SPAZHAXAHMT

Unaudited
REEX

Six months ended 30 June
BEZ<A=1tHIAEA

2007 5006
—BEtLE —BEXE
HK$’000 HK$’000
8 Fis
1,057 857

88 _

382 4

76,447 41,176
113,230 69,904
4,564 4,922
5,365 4,494
1,129 1 643

188 _

36 41

(225) _

1,261 117
(98) (639)
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6. EMPLOYEE BENEFIT EXPENSE (INCLUDING 6. EERABE X (BIFEEEN
DIRECTORS’ EMOLUMENTS) €)

Unaudited
REEX
Six months ended 30 June
BZA<A=1tRHLAXEA

44

2007 2006
—EELHF —EEREF
HK$'000 HK$'000
FER FAT
Wages and salaries TERE® 42,881 34,454
Social security costs Mg RER A 2,860 2,905
Employee share option 12 B AR
scheme — value of e -2’
employee services for B E 2
share options granted EEREEE
(Note 19(a)) (MF7E19(a)) 27,615 1,612
Pension costs — defined BREKARN—
contribution plans TE 28t R ET 2 3,091 2,205
76,447 41,176
7. FINANCE COSTS 7. BMERAX
Unaudited
KRICEZ
Six months ended 30 June
BEAA=+HLEAEA
2007 2006
—EE2LHF —ETRF
HK$’000 HK$'000
FER FE T
Interest on bank loans and RITERK
overdrafts FEXHE 966 883
Interest on financial — XK B R A
liability portion BT AR
of convertible EBERZ
preference shares MBAaE
issued by a subsidiary HH 2 FE
(Note 21(a)) (MF7E21(a)) 333 1,019
1,299 1,902
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INCOME TAX EXPENSE

No Hong Kong profits tax has been provided as there is
no estimated assessable profit for the period (six months
ended 30 June 2006: Nil). 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.

Current Income tax REFFT 15
- Hong Kong profits tax —BEMNEH
— Overseas taxation —BINBLIR
Income tax expense FRiHi A X

PRC taxation has been provided on the profits of the
Group's subsidiaries operating in the PRC and calculated
at the applicable rates for the six months ended 30
June 2007 and 2006.

FrEwsmx

B 7 B3 7R 3 4 ik 5T P AR B0 A (R
E-_EERERNA=ZTHLEANMHE
A8\ WERBFENGHEL
B o BRE NG N Z IR R R
AL ERBUS FM A R KB L L%
B2BEFERBRETE -

Unaudited
REEX
Six months ended 30 June

BZEAA=1THILAEA

2007 2006
—EFLF —EERF
HK$'000 HK$'000
THET TR
9,387 3,805
9,387 3,805

AEERPEKE ZHBRRME
wAE BB IBE B - Wik
HE_TTLFR_ZTZTF-A
=tTRLERERAZERBEGTE o
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8.

INCOME TAX EXPENSE (continued)

A subsidiary in the PRC, Pax Technology (Shenzhen)
Limited, enjoys tax concessions made available to Foreign
Investment Enterprises and Foreign Enterprises during
the six months ended 30 June 2007 and 2006. 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:

Fri& B X (&)

ék Ti‘itﬂz&_77/\ﬂz/\ﬂ
E‘f’EHJ:/\“HW BAN—RHB
AElB B E#E ORI BRAQ
RIZEBINEERINEEEREE
HoRBEAINELERINADZE
ZHBEMEEE  ERREZHBA
AIZEEHERBBEEENT

Year of tax

Applicable exemption/relief
Name of subsidiaries tax rate FABRK
i NI BABE Be  BR
Pax Technology (Shenzhen) Limited 15% 2004 to 2008

BEE#S CGRYD BRAE

Beijing Hi Sun Advanced Business Solutions Information

Technology Limited
EtREEeEERARMARRAR

Beijing Hi Sunsray Information Technology Limited

EtREHEERRERRMERAR

DIVIDEND

No dividend on ordinary share has been paid or declared
by the Company for the six months ended 30 June
2007 (six months ended 30 June 2006: Nil).

—_EENFEE_TE)N\F

15% 2000 to 2005
—_EEEFE _TTRF
15% 2000 to 2005
—EEEFERE _TERE

i B

KRRV ERHE_TZTLFH
=+ HIEREARMNHE IR E #AR
BRE(BE_ZTZEFA=1+H
IEREA - &) o

[

—




Bt 7% AR BT RE

10. DEEMED DISPOSAL OF 20% EQUITY

INTEREST IN A SUBSIDIARY

On 4 April 2007, PAX Technology Limited (“PAX"), a
then wholly-owned subsidiary of the Company, and the
Company entered into a subscription agreement with
Digital Investment Limited (the “PAX Subscriber”) in
relation to the subscription by the PAX Subscriber of
8,750,000 preference shares of PAX of HK$1.00 each
(the “PAX Preference Shares”) at a total subscription
price of US$10 million (equivalent to approximately
HK$78.1 million) (the “PAX Subscription”). The PAX
Preference Shares represent 25% of the then existing
issued share capital of PAX and 20% of the issued
share capital of PAX as enlarged by the PAX

Subscription. The PAX Subscriber is a third party
independent of the Group. The PAX Subscription was

completed on 23 May 2007.

Net assets of:
Property, plant and equipment
Due from immediate
holding company
Due from a fellow subsidiary
Inventories
Trade receivables
Prepayments, deposits and
other receivables
Cash and cash equivalents
Due to fellow subsidiaries
Trade payables
Other payables and
accrued expenses
Bank loans and overdraft
Taxation payable

Minority Interests

Gain on deemed disposal
of 20% equity interest
in a subsidiary

MNIBFHRZEEFE -
ME -~ BE k&R
FE W B IR B A R RO

B — KB A B A RIRIE
rE
JiE U BR 3R
FERRE - ek
- iy 8 Uk 2578
B4 RESZEY
FE 1~ R K Bt &8 A &) 5/ 38
JE - BR 3K
ﬁ@%ﬁﬁﬁ&

& &t 2
fETTE\/T)\& 53
JE BT IR

DB R
BIEEE—RH B QA
20% % 1 2 W =

Total subscription price received B A2 IE B

Notes to Condensed Consolidated Financial Statements

LLE

10./REFELER—XHBELAFZ

20%B% R
RZZEZELFMAMA - AR
%Ziﬁwg Tﬁaﬂ&ﬁm
gl (B &E]) kA& 2 A HEDigital
Investment Limited ([ & & REAL)
REERBEAZRBREE
10,000,000% 7t ( #H & &
78,100,000/8 7T ) 2 %5 8,750,0008%
EREE1.008TZEER(BES
Eﬁkﬂﬂiﬂ%% ([BE=RE
E2H]) BEEEREBEEERD
/‘%21&225% WREBEERR
EM%$E%KéE%ﬂk$Z
20% - BERBADNAEE 2B

F=H  ABREFHEIR_ZEZE
+tERA-F=H=K °

Unaudited

REEX

As at 23 May 2007
R-ZZBLtHHEA=-+=H
HK$'000

THETT

8,010

5,600
1,080
43,377
134,993

4,048
87,712
(15,390)
(66,508)

(20,071)
(6,000)
(2,515)

174,336

34,867

43,258

78,125
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10. DEEMED DISPOSAL OF 20% EQUITY 10081 EHER —ZKHBELATZ
INTEREST IN A SUBSIDIARY (continued) 20%P% #E (&)

Unaudited

RIBE K

As at 23 May 2007
R-BZELtFHEA=-+=H

HK$000
FHET
Satisfied by: AR :
Cash received B IR & 78,125
Analysis of net inflow of cash  RIEHE —KHK B A A
and cash equivalents in HEE 2R e Rk
connection with the deemed R E&ZEBWR
disposal of a subsidiary: ANFBZOMBET :
Cash consideration ReRE 78,125
Cash and cash equivalents of RELHENB AR ZES
the subsidiary deemed disposed KIS ZEE Y -
Net inflow of cash and cash FAGREFLHE —ZXMBRARZ
equivalents in respect of RehBEFED
deemed disposal of mAF R
a subsidiary 78,125
According to a shareholders’ agreement entered into BERART - AFEHAERBEAR
by the Company, PAX and the PAX Subscriber on 23 —ETEHFRAAT=HFIIZR
May 2007, if the audited net profit after taxation of Rifhes @ Ml E E 2 RERGEE
the PAX and its subsidiary for the financial year ending MBmEME B8 REWBAA
31 December 2007, as stated in the audited consolidated BHE_ZTTLFT+-_A=+—H1E
financial statements of PAX, is less than US$7 million, MHEEZREZRBRENTE
the Company shall transfer an agreed percentage of 7,000,000 7T * ARAIARBE S
ordinary shares in PAX, up to 5% of the issued share RBAEZEHETAE L ZAEER
capital of PAX as enlarged by the PAX Subscription, to BN (ZZeHEEREFTEL
the PAX Subscriber at a nominal consideration of HK$1. BAZBEERITRAZS%) ' &R

BARERIET -
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Notes to Condensed Consolidated Financial Statements

R0 4 4 B A 3R % MR
11. EARNINGS PER SHARE M. 28RER
(a) Basic (a) &
Basic earnings per share is calculated by dividing BRERZFTIZA R #ER
the profit attributable to equity holders of the A ARMERNBREAND T
Company by the weighted average number of LB IMETFOEAE -

ordinary shares in issue during the period.

Unaudited
RBEX

Six months ended 30 June
BZEZA~A=1THILAEA

2007 2006
—BELHF —ETRF
Profit attributable to RAGIEZFEAA
equity holders of JEAE &
the Company (HK$'000) (F#&T) 110,414 42,221
Weighted average number B #17E@ MK
of ordinary shares in issue I
(thousands) (TR 1,970,502 1,484,181
Basic earnings per share BREREF
(HK$ per share) (BBETT) 0.056 0.028
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11. EARNINGS PER SHARE (continued) M. B8RERN (&)
(b) Diluted (b) #%

50

Diluted earnings per share 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
subsidiaries and share options. The convertible
preference shares issued by subsidiaries 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.

BRETRN DI RREE
BT AR REMBAEDET
EARBAE - AR 2 #
BEBED AWM HBRF
B2 BB EREBREER
- MBARETZAREE
ERBREERSEBRR - X
E 78 B 4L LA 35 7.8 5 s 3
BRHGEE -  BEET®E @ %
HARTTERIREH REEZ
SREEE  UETAITRA
FE(ERARBARNBARZ
FHME)BEZROHKA -
SR EE R R iR E s S
B2RinH B BREREREE
TERED BT ZROEE E
i
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11. EARNINGS PER SHARE (continued) 1. BRERN (&)
(b) Diluted (continued) (b) #F (8&)
Unaudited
REER

Six months ended 30 June
BEAA=THLAHEA

2007 2006
—EBtE —TERX
Profit attributable to equity ~ ANAREZREA A
holders of the Company FE 163
(HK$'000) (FE7T) 110,414 42,221
Interest expense on —ZXMBRAIETZ
convertible preference TRRELERFERAX
shares issued by a subsidiary ~ (Fif5£7) (F%& L)
(Note 7) (HK$'000) 333 1,019
Profit used to determine RIEETERES
diluted earnings per B 2 % A
share (HK$'000) (&) 110,747 43,240
Weighted average number BEITEAR
of ordinary shares in issue AT H 8
(thousands) (T8 ~ 1970502 - 1,484,181
Adjustments for T IBE L R E
— assumed conversion of —-REER
convertible preference fIEARETZ
shares issued by A RE LR
subsidiaries (thousands) (T8 167,398 104,000
- share options (thousands)  — &4 (F13) 61,933 159,749
Weighted average number T ESREFRHF 2
of ordinary shares for TmR g5 H
diluted earnings per share (F %)
(thousands) 2,199,833 1,747,930
Diluted earnings per share BREFRN
(HK$ per share) (BRAET) 0.050 0.025
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12.INVESTMENT PROPERTIES 12.REW =
Unaudited
RICEZ
HK$'000
FET
Net book value as at R_ZTETE+LF—H—H
1 January 2007 ZBREFE 3,540
Additions NE -
Depreciation e (88)
Net book value as at RZEZ+LFA=1H
30 June 2007 ZBRHEFE 3,452
Net book value as at RZEZERFAAA=TH
30 June 2006 ZEREFE =
Additions NE 3,548
Depreciation e (8)
Net book value as at RZEERFETA=+—8H
31 December 2006 Z BEREFE 3,540
Note: B 3E -
The fair value of HK$3,548,000 of the investment property HE-_ZTZZENFt+-_A=+—H8
located at b R TH/BIE R B A& 6757 SR EB A E 15-1712 as at RILRTEE R B K675 IREAE
31 December 2006 was assessed by an independent and 15- 178 28 BEMWEZRAFEB
professionally qualified valuer, Vigers Appraisal & Consulting 3,548,000 7T - BB EXEERKME
Limited based on current prices in an active market. No BRI B EENGERBERQARE
valuation was performed subsequently. REBRMB 2 RTERMGE -  EEY
AT o
Interests in investment properties at their net book values are REMFERZZEDFELIMEAT :
analysed as follows:
Unaudited Audited
KRICERK KEZ
30 June 31 December
~A=t+H +-A=+—8
2007 2006
—ZEZTtHF ZEERF
HK$'000 HK$'000
FET FHET
Outside Hong Kong, held on: RBEBLAINE T A
Leases of between 10850F 2 &
10 to 50 years 3,452 3,540
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13. PROPERTY, PLANT AND EQUIPMENT 13. % - BERZE
Unaudited
REEZ
HK$'000
FHE T
Net book value as at R—_ZEZE+F—H—H
1 January 2007 ZREFE 75,959
Additions NE 9,848
Disposals k== (350)
Depreciation e (9,811)
Net book value as at R-ZEZEL+FNA=TH
30 June 2007 2 REFE 75,646
Net book value as at R-ZZEZEF—H—H
1 January 2006 ZREFE 37,760
Additions NE 18,229
Depreciation e (5,855)
Net book value as at R-ZEBEZERNFENA=1H
30 June 2006 ZBREFE 50,134
Exchange differences MEH = 2,169
Additions NE 30,911
Disposals & (21)
Depreciation e (7,234)
Net book value as at R-ZEBEERF+_A=+—H
31 December 2006 ZIEREFE 75,959
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14. LEASEHOLD LAND

The Group's interests in leasehold land represent prepaid
operating lease payments and their net book values are
analysed as follows:

Outside Hong Kong, held on:
Leases of between 10E504F
10 to 50 years ZHE

Accumulated amortisation RETHH

Net book value BREFE

The movement of the lease prepayment for land is as

REBAINETTHA

14. 78 + ib
IR B AT E £ o M RE RS BN TR 4 4%
EHERE  HEEIES TN

T
Unaudited Audited
RBEZX KT
30 June 31 December
NB=+H +=ZA=+—H
2007 2006
—EZ2LHF —EERE
HK$'000 HK$'000
FET FHET
30,595 30,595
(418) (36)
30,177 30,559

THENESZZBHNT

follows:
Unaudited
REEZ
HK$'000
FET
Net book value as at R-_ZEZE+F—HF—H
1 January 2007 2 BREFE 30,559
Amortisation B Y (382)
Net book value as at R-ZEZE+FRA=FH
30 June 2007 ZEEFE 30,177
Net book value as at R-ZZEZEF—A—H
1 January 2006 2 BREFE 208
Amortisation B 55 (4)
Net book value as at RZBEZERFENA=TH
30 June 2006 ZEEFE 204
Exchange differences ME W E R 9
Additions NBE 30,378
Amortisation B 55 (32)
Net book value as at R-ZEBEERNF+_A=+—H
31 December 2006 ZEEFE 30,559
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15. TRADE AND OTHER RECEIVABLES,
PREPAYMENTS AND DEPOSITS

Trade receivables (Note (a))

Finance leases receivables

Less: provision for impairment
of receivables

Trade receivables — net

Prepayments, deposits and
other receivables

Note (a):

The Group's credit terms to trade receivables range from 0 to
180 days. At 30 June 2007 and 31 December 2006, the ageing

& W B 3% (BT =E(a))

B A THE AR

R e R SR (B
B

FEM IR K — % 1B
BMARE - ZER
H A 8 W R IR

analysis of the trade receivables were as follows:

Current to 90 days
91 days to 180 days
181 days to 365 days
Over 365 days

Trade receivables

BNEF 2= 90H
91H % 180H
181H = 365H
3658 A E

& Ui AR 3K

15. EWBR A ) H fib FE W FR 18 ~

AARERES
Unaudited Audited
REEX KEZ
30 June 31 December
~NA=+H +-A=+—H
2007 2006
—EELHF —EERF
HK$'000 HK$'000
FERT FH& T
253,227 130,220
31 720
(3,519) (4,318)
249,739 126,622
21,271 12,454
271,010 139,076

B sE(a) -

AEBRWERZEEHA0E180
A-R_FELFXA=+AR=F
TZRE+-_A=+—H8 BUREZRZ

= /\

BREC AT T :
Unaudited Audited
RIQEX KEZ
30 June 31 December
NB=t+H +=ZHA=+—H
2007 2006
—EELHF —EETRF
HK$'000 HK$'000
FEx FAT
157,862 117,451
77,782 6,774
15,210 3,519
2,373 2,476
253,227 130,220

55




—

! WRT

HI SUN TECHNOLO

BB (RE)BRAT « —BBLE B

R —

Notes to Condensed Consolidated Financial Statements

R B 4R S B 35 3R R B =

16. TRADE AND OTHER PAYABLES

Trade payables

Other payables and accruals
Pension obligations

Social security and other taxes

At 30 June 2007 and 31 December 2006, the ageing

& 1<t B 3K

H A R 5 5K IR e 8 5t R OR

BIRE HR

& RE R HE A IR

analysis of the trade payables were as follows:

Current to 90 days
91 days to 180 days
181 days to 365 days
Over 365 days

56

BN ZE=90H
91H £180H
181H £365H
365H A

16. By BRI H fth FB Y FRIR

Unaudited Audited
REER rEZ
30 June 31 December
RA=E+H +TZH=+—H
2007 2006
—EELHF ZETREF
HK$'000 HK$'000
TET FAT
83,805 54,611
33,490 44,399
9,051 8,696
14,345 9,576
140,691 117,282

R-BZELFANA=THER=-ZZE
RNFETZA=+—RH  ENERZ

RO T -
Unaudited Audited
REEX REZ
30 June 31 December
ANB=+H +=ZA=+—H
2007 2006
—EELHF —ETRF
HK$'000 HK$'000
THER FET
69,655 44,888
5,875 4,923
4,768 2,987
3,507 1,813
83,805 54,611
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17. BORROWINGS 17. B K
Unaudited Audited
REER KTz
30 June 31 December
ABA=+HB +=-ZA=+—H
2007 2006
—EELF —EERF
HK$'000 HK$'000
FER FAT
Non-current ERB
— Financial liability portion ——XME QA
of convertible BITAI AR
preference shares BAEKRZ
issued by a MBAaE
subsidiary (Note 21(a)) o (HaE21() - 22,485
Current B
Short term bank borrowings EEIRITE XK
— Short term bank loans — R HEIRITE R
- PRC, secured (Note) — B BEE T 5,800 7,000
Total borrowings &R AR 5,800 29,485
Note: Mo aE -

R_ZEZELFANA=1TH " ARK
5,800,0007T (5,800,000 jT) 2 & i
RITER(ZEERNF+ZA=+—
H : 7,000,000/ T) B A A & — K
BRARICHELITHEREFUAR —BE
VE=ZAFRNTEIENRERERE
BRAAE 2 A REREE o

As at 30 June 2007, short term bank loans of RMB5,800,000
million (HK$5,800,000) were secured by the leasehold land
and building of a subsidiary of the Company and the corporate
guarantee from an independent third party, % 3 & ¥ 54l
WEERABMR QA (Shenzhen High and New Technology
Investment Guarantee Company Limited) (31 December 2006:
HK$7,000,000).
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17. BORROWINGS (continued) 17. 6 FK (&)
As at 31 December 2006, the carrying amount of RZBERF+_A=+—0 " —
financial liability portion of convertible preference shares KB AR BETAIRRELER
issued by a subsidiary approximated its fair value. ZHBEEHS ZREEREL QY
BERE -
The carrying amounts of the borrowings are BHREEENTIEESE

denominated in the following currencies:

Unaudited Audited

RIEEZ KEZ

30 June 31 December

AAB=+H +=ZA=+—H

2007 2006

—EELF —EETREF

HK$’000 HK$'000

TER FHETT

Hong Kong dollar T - 22,485

Renminbi AR® 5,800 7,000

5,800 29,485

18. DUE FROM/(TO) A RELATED COMPANY 18. B~ () —REBER

AND A FELLOW SUBSIDIARY Ak -—XERNEQTRE

The amounts due from/(to) a related company and a FEUR (FEf) —REBEBMEATI R —

fellow subsidiary are interest free, unsecured and RARMBRRIFELAERE « &
repayable on demand. EHRRRERER -
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19. SHARE CAPITAL

EE
RZEZE+F—AF—BK
—ET+FNA=1H

Authorised:
At 1 January 2007 and
30 June 2007

EZETRHE -
R-_EZE+F—HF—H
Hiam—RH B AR

Issued and fully paid:
At 1 January 2007
Shares issued upon the

conversion of convertible BT 2 A R AR
preference shares issued BERIEZ

by a subsidiary (Note 21(a))
Shares issued under share

option scheme of the

Company (Note (a))

2T (HaE21(a))
BN DA BT &
AT

(&£ (a))

At 30 June 2007 R-ZEZE+FENHA=TH

Notes:

(a) 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.

19. R 2

Unaudited
REER
Ordinary shares of
HK$0.0025 each Number
BRMEE0025B T2 EER

Number
of Shares HK$'000
g2 4= FETT
4,000,000,000 10,000
1,879,416,120 4,699
103,733,334 259
53,318,000 133
2,036,467,454 5,091
B RE -
(a) AATzBEREE

ARQB) RIS ([%E
g BEERS - BERABAE
BEZEE  ABHEBRARER
RERASEXRY - Z5T8l28
ER2EERRASEZZRIE
BARBITRIFEMITES © &Kat
ERN-—_FZE-—F+—A=tANH
£ BRBTTEORRAERT BASN -
1Bz BREH10F BB MR B R
MAER e
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19. SHARE CAPITAL (continued) 19. R (&)
Notes: F5F -

(a) AT 2R ()

(a) Share option scheme of the Company (continued)

60

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 the 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 an exercise price of
HK$0.374 per share (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% 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 an exercise
price of HK$0.768 per share (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.

BRIEAR R B E# 10% R EEIF
BRERzFHE > BRI FREZ
BRECEREMMAAERE - W
B zBRnEE  TFEB
ZNYNECTVNE i S e =i
BEEITRA10% °

MZTEAIRL 2 ERE - ER
BIR 5% 5T &8 AN R &) ] H g
BETEHEREERRITRZE
MERESRZ2BRNHEE &%
NSHBBAR AR EREREE %
T2 EBERFESR230% R
ZZENF=A+/\H ' ARFM
=T &% k{EB 33,000,000
DIERIE - 1TREAER0.374%
T B _ZTTPFE=A+N
ARTAEEEBETBHAISA
ERABIBM T ERERMM
BHFEHKTE  FHBA=F
—lF=R++tH-

BER-_ZETERF/N\A+LHE
B ERAZR  REHEER
ZEETARLEERE R
o BHZATEIE TAI K EER
B2 10%PREER - Al IR RZ AT &
BTNE—SEDZBRERT
33,305,403/ B 1p ©

RZEERFNAZF+HE ' K
ARIMEGETEEERREERD
33,300,0001p fE ik ¥ - 1T(RER
BR%0.768%8 L - IBEE-—FZTH
FRAZT+AAMAEEERSR
BHMEXGMERAREM T
AR ERARBH FH KT E -
AR A-—T—RFNLA-TH
A -BRERMB_ZZTAFAN
AZ+"BHA%K WEZA®LIO
F1BEH -
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19. SHARE CAPITAL (continued) 19. R (&)
Notes: F5F -

(a) AATZHWREHE ()

(a) Share option scheme of the Company (continued)

Options granted are vested as follows:

On 26 September 2005 Up to 50%

On 26 September 2006 Up to 100%

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.

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 outstanding options immediately before
the Share Subdivision 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 outstanding options immediately before the Share
Subdivision 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.

EXRHERESBLOT .

R-_ZTZERF &= %50%
A=+ 7~H

R-BERF 5%100%
NA=+<H

BER_ZTREFNA-ZT/N\H
BRAZERRER  AQFRA
FEREECIAETZRBEH
TEREBETEARR EsHRO
% & I& T {5 0.00257% 7T 2 & i i
(Mt D) - RAFIRREH
ERDOHF  WERZZTZERF
NAZTABAERK -

BPAFERAABRITEREK

ZAITEERANRARRITERR
%Z%ﬁﬁﬂ%ﬂﬁ% 172 Bty #&

cMITHEHBE_ZTZTNF=H

+}\E|;Et F-HWE=A++tH
ZEBENS  ARRREER
YA ERBEARITERBKR

EEREITERGTEIT RS
Z B B 23,000,0008% & =
92,000,0000% * MfTEE AR E
&A% 17 0.374B THRABEGRRHG
0.093587C - HITEHH_-ZE
AFNLAZ-Z+NBE-_ZE—RF
hﬂ “t+REHEZERERS &~

NRIRBERMD DA - £5 8
mARIT I IR R BT R K
TETZRNDEE EE33,300,000
f% 3% %= 133,200,0000% - T E
Bl ERA1D0.768B TAEES
A& A% 15 0.192% It °
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HK$2.00 per share (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 2 January 2007)
with an expiry date of 1 January 2010.

The fair values of options granted during the period
determined using the Black-Scholes-Merton option pricing
model were:

Options to be vested on

RT 5 B 555 R AR
2 January 2007 —EELF—-HZH

The significant inputs into the model were share price of
HK$2.00 at the grant date, exercise price shown above,
standard deviation of expected share price returns of
63.5%), expected life of options of 1.5 years, expected
dividend paid out rate of 0% and annual risk-free interest
rate of 3.552%. The volatility measured at the standard
deviation of expected share price returns is based on
statistical analysis of daily share prices of the Company
over the past 260 trading days prior to the grant date.

19. SHARE CAPITAL (continued) 19. R & (&)
Notes: Bt -
(a) Share option scheme of the Company (continued) (a) XAoTzEBRESSE (H)
On 2 January 2007, 43,000,000 share options were R-ZZEZE+F—H_-H  AQF
granted to certain employees at an exercise price of m#& T 18 8 & {1 43,000,00015 B&

Pt - (TEER/ER2.008TT
NEE-_"TTLF-H_BATA
BEXBBEBMERZMBRA
AlEMHM BB RERABRDF
BHRHE  FHPAR T —TF
—H—B-

BRI 2 BB IR LA ) 78 — £F
REBRETERABECAYF
[ER/ N

Fair value

AFE

Number of options HK$'000
BRERE FET
43,000,000 27,615

REZEABANEZENBRE
HHBZRHE®K2.008 T« £
MmATHEE - BErREE#RE3.5%
ZIZEZE BT AR1SFZERE
BRE - B ABO%ZIRE XK
3.552% < FEERERFE o HE
HEEFECBFAREBDREE -
RUARRBIZEHRENZL A
ATBE260ME%X 5 A 2 izt T &
HAEEEME -
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19. SHARE CAPITAL (continued) 19.
Notes:

(a) Share option scheme of the Company (continued)
Share options outstanding have the following expiry date
and exercise prices:

=
—E—NmNFE=ZA++tH
—E-RFNAA=+THHA
—_E-FTF—H—H

Expiry date

17 March 2014

25 September 2015
1 January 2010

EIH A
—ET-mME=A++tH
—E-RFNB=+HH

Expiry date
17 March 2014
25 September 2015

tatements

IR ()
G

(a) ADFEZBREE (B
WARITEBAREZ B A RITHE

BT

Exercise price
HK$ per share

30 June 2007

THEE —EELF
FRET ~A=t1H
0.0935 12,000,000
0.192 17,200,000
2.00 42,150,000
71,350,000

Exercise price

31 December

HK$ per share 2006
TEE —EERX

BRAET +=—HA=+—H

0.0935 25,200,000

0.192 56,800,000

82,000,000
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19. SHARE CAPITAL (continued)

Notes:

(a) Share option scheme of the Company (continued)
For the six months ended 30 June 2007, 53,318,000
share options have been exercised (the details are as
follows), and 332,000 share options have been lapsed,
resulting in the issue of 53,318,000 additional ordinary
shares of the Company.

Expiry date ZE A

17 March 2014 —E-mOFE=ZA++tA
25 September 2015 —E-hAFNA=TAHHAH
1 January 2010 —E-ZTF—H—H

During the six months ended 30 June 2007, the weighted
average closing price immediately before the dates on
which the options were exercised was HK$2.51 per share.
The Group has no legal or constructive obligation to
repurchase or settle the options in cash.

As at the date of this report, the Company has
71,350,000 share options outstanding.

19. R 7 (48)

f 2

(a)

AATzBRETE (E)

REEZE_ZZTt+tFA=+HL
7<{8 B -+ 53,318,00017 B B 4 &
TE(EBAFBRET) r 54
332,000/ BERRAE L - @ AR F
#£1753,318,000/% 2B M L @AY o

Number of share

Exercise price options exercised
HKS$ per share during the period
TREE HRETEZ
BRER BREHE
0.0935 13,200,000

0.192 39,600,000

2.00 518,000
53,318,000

REBEE_TTLFNA=ZTAHL
NEA - BERBRERITER Y
Al Z N4 F T B R E 2.5
BT o AEEY EIAIR S K E X
ENBREOREREERE -

RABREBH > AQaAlA
71,350,000 88 A& #E 14 R 17 1(F -
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19. SHARE CAPITAL (continued) 19. R (&)
Notes: B2 -
(b) Employee incentive scheme of a subsidiary (b) —"XHMEBEARIZEERETE

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 Employee
Incentive 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”).

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. Share 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.

RZTEZERFMAWAE - XA
HEE 2 & W B 2 Bl Turbo Speed
Technology Limited ([ Turbo
Speed] ) Bk 41 — I (& B 2B 51 &
(IMEERBHE]) - AZBE
Turbo Speed X E K B A A
([Turbo Speed&E ) 21EE - &
BREFECEER2EERE
Turbo Speed sk E{EfIMIE 2 Rl 2
ZBES © B 3ETurbo Speedsk H
FAMBAR ZERES (BT
BERARAESEZEMAL) - #
FRFABETERREERE25K
BEREERFEEGOIAEMEN 2
BAKHR BERAEBARHEZEHER
BaEmMz AL - BERBERN
“TERENANBREN - B
E_ZEENF+=HA=+—H
IF - HEFERATES ZEGF
EmKIzFMEEG([EE
BlUAARBRELEZAEER
4 o

AREEREMS R 2BRMBEH
T 15 8 1B 4,682,2750% Turbo
SpeedZ E @A ([Turbo Speedf%
%1) » $8E R Turbo Speedf iF
AR —REEMBRARIZAEZ
BEBITRRAA13.0% ° BEARE AT
HMEZESTHLB2ETISEES
ERERATERTMAMEERE ()
Z % EBHRER © K(Gi)Turbo
Speed&: B v BI SR I & BRI E 5L
HERMEEBAEZIRE - REM
+Z{E8AEE - AT AR ATurbo
SpeedEEARRIEZZEERRE
ZTurbo Speedf& 17 + &% T 158
iB Turbo Speed® 3 B2 1T A 2
1% °
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19. SHARE CAPITAL (continued) 19. B 7 (48)
Notes: Bt
(b) Employee incentive scheme of a subsidiary (b) —FXHBARZEERBE

(continued)

On 8 July 2005, 1,425,000 share options had been
granted to certain Directors and employees of a subsidiary
of Turbo Speed 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 have the following expiry date
and exercise price:

Exercise price
HK$ per share
TEESRERT

Expiry date FIH A
31 December 2008 —ZEZENF+_F=+—H 1.922

During the six months ended 30 June 2007, no share
options have been exercised and lapsed. The Group has
no legal or constructive obligation to repurchase or settle
the options in cash. As at the date of this report, Turbo
Speed has 180,000 share options outstanding.

(&)

RZTEZTRFLANB " ER
Turbo Speed— R B R A& T &
= R 8 & 1,425,0001% & AR
B AR E1.922B L 2 ITE(E
#BETurbo Speed & @AY o Ll fE
BEZTERE-_TZTRFLA
NEBEZZEZENF+_A=1+—
B(RIEEREMA) -

MAITEERE B E RITE
BHOT :

30 June 31 December
2007 2006
—EELHF TEERF
ANA=+tH +t-A=+—H
180,000 180,000

BE-EELFAAZHALA
BA - WEEFEREETER
KW o REBWENIR S EE K
EBRNEREEEXBEERE -
RN H)% B 8+ Turbo Speed
%5 180,00017 i) K 17 5 B AR 4 ©
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20. SHARE PREMIUM REDUCTION

21.

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.

CONVERTIBLE PREFERENCE SHARES

ISSUED BY SUBSIDIARIES

(a) Convertible preference shares issued by
Turbo Speed Technology Limited (“Turbo
Speed”)
On 9 November 2004, 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 TS
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 were released
on completion of the Subscription.

Pursuant to an ordinary resolution passed on 4 April
2005, the Company approved the TS Subscription
and the TS Subscription was completed on 29 April
2005.

20. B R B 12 2 18

21.

BEEBRE—NN\—FRaESE
46l BRFAIAZREBBAREH =
ZZERFANAZT/N\BHE - AQF]
R-ZEERFE+_A=+—HARKR®H
mERZERCREGEN  MAR
REZERESHRE LMEIRAR
AR EEBREAZTDERE X
57,431,0005 7T » AZREIKE AR
Al RETEE - B LlERESE
ZHEBRSREEA £43,125,0008 T E
BEARNG 2 G ME &K—EB
E)  BEEARRRZHARBBRIE
|§q o

MEBARZTITRKRELR

(a) Turbo Speed Technology
Limited ([ Turbo Speed]) 3

TZABRREER

RZZEZM&E+—ANALH @ K
~a® &K B 2R A Turbo
Speedf2 7 55 = F 5] LR
W& - A4 REE(E 4,000,000
% 7T (431,200,000 7T) 288
6,837,608 & IR E{H0.103%
JT Z Turbo Speedd] # fi% {8 4
B ([5Z TSR 8 ) ° Turbo
Speedid %5 5] L il 3R B8 17 &% 18
BERUWER REE(E - BHARERE
FEABRZRITERS, - WERR
BEIBTKERR -

BER _ZETAFMHANBRE
B2 EBRZER  ARAME
ATSRME - MARTSRBERN =
ZEERFMNA T ABREK °
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21. CONVERTIBLE PREFERENCE SHARES

ISSUED BY SUBSIDIARIES (continued)

(a) Convertible preference shares issued by
Turbo Speed Technology Limited (“Turbo
Speed”) (continued)

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

(@) Income (assuming no conversion of convertible
preference shares)

(i)

(i)

A fixed cumulative preferred dividend equal
to HK$624,000 for each financial year of
Turbo Speed; and

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.

(b) Conversion options

(i)

(i)

Convertible at any time from the date of
completion of the TS 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 Share Subdivision had
led to an adjustment of the conversion
price. The conversion price has been
adjusted from HK$1.2 to HK$0.3 per share.
The amount for the Conversion shall be
US$4 million.

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 of US$4 million.

1. MBARRTHTRRE LR

(%)

(a) Turbo Speed Technology
Limited ([ Turbo Speed])
TRABRELER (B)
BB EMREHZ  Turbo
Speed ] M IR B LRI 8B AFR
By R Bt an TS

(@) WA (fRER I HE 5 #2 A] 12
AR ESEAR)

(i)

(i)

W Turbo Speed# & B4
HEEZERER
624,000/% 7T 2 & 58
RFEERE &

Z A Turbo Speed)k %
BERBEEBREIRKRE
k2B RE - Thig
KERAFE =
FARRELERIEE
AZBEREREE
BREEBEREENE
F5TE ZTurbo Speed
FERAR B ABEE16% o

(b) HEEEE

(i)

(i)

AR Z TSR EIH T
AX B HA RE 512418 A HA
M BERZELRES
B&1.2% 7T (RI L R iR
W& EEE LB
B)HBMBRRAFH
BHm (TH®EE]) -
DD IFEHRHIRE
R HIRERT
R12BTHAEEGR
038 - AAEES
%5 € /5 4,000,0003%
=,

W Turbo Speedik 1+ 2
wH R T B TE
4,000,000E 7T 2 &M1&
AR BT B 48
e 28%ER - &1
ZHBHEEBEH®
A Turbo Speedi i@
A% o
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21. CONVERTIBLE PREFERENCE SHARES 21\ MBARBITARARKRE LR
ISSUED BY SUBSIDIARIES (continued) (48)

(a) Convertible preference shares issued by (a) Turbo Speed Technology

Turbo Speed Technology Limited (“Turbo

Speed”) (continued)

According to a shareholders’” agreement entered
into by the Company and the convertible preference
shareholders of Turbo Speed on 29 April 2005,
under certain specified conditions, 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 preference shares. The residual amount,
representing the value of the equity conversion
component, is included in shareholders’ equity in
other reserve.

Limited ([ Turbo Speed]) %
TRABRREBLER (&)

B AN F ETurbo Speedr]
BREERKRENR_ZTHEF
MAZ+NBTMLZBRER
& ORETEEERGT AR
A 78 A & B Z Turbo Speed®]
BIREERKRREZHEE S
Lt Z Turbo Speedf% 7 » R (B
BIABTT o

BESMOMERERIED ZA
FEREBETARBRELREE

=

E °

BESY (BREHET 22
FERBEETATHRERE LR
ZHGHMERFE - SREEER
HRE Y 2 BE - AR
BB RERA °
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21. CONVERTIBLE PREFERENCE SHARES 21\ B AR BITAEARKRE LR
ISSUED BY SUBSIDIARIES (continued) (48)

(a) Convertible preference shares issued by (a) Turbo Speed Technology

70

Turbo Speed Technology Limited (“Turbo
Speed”) (continued)

At beginning of the HE )
period/year

Interest expenses for the  HiF R F| B
period/year (Note 7) (Mt 5E7)

Preferred dividend paid H/FARNE K
for the period/year BRKE

Conversion of convertible % 7] # % (8 4t f% 34 32
preference shares into RARRERERK
the ordinary shares (MsEan )

of the Company
(Note below)

At end of period/year B,/ F R
(Note 17) (B =E17)
Note:

On 12 January 2007 and 23 April 2007, the Company
received Notices from holders of the convertible
preference shares issued by Turbo Speed for the
conversions of all of their 6,837,608 convertible
preference shares into the ordinary shares of the Company
pursuant to the terms of the subscription agreement
dated 9 November 2004.

As a result of the above conversions, aggregate total of
103,733,334 new ordinary shares of the Company were
issued and allotted to the convertible preference shares
holders at a conversion price of HK$0.3 per share on 18
January 2007 and 27 April 2007, respectively (Note 19).

Limited ([ Turbo Speed])

TRUBBRELER (BE)
Unaudited Audited
REEEZX 4B
30 June 31 December
ANA=+H +=-—A=+—H
2007 2006
—EELHF —EETRF
HK$'000 HK$'000
FET FET
22,485 21,173
333 1,734
(738) (422)
(22,080) -
- 22,485

M

RZBE+LF—A+_AR_ZF
Z+FNA-—+=8 ' ARFHK
2| B Turbo Speed 17 2 A] 2 i% 18
ERBEABRL 2B - ERR
BE_ZEZNF+—ANLBRIYZ
REBEER  BEREEE
6,837,608% Al # AR & o ik W 7
KRR ERR -

T R EBE - ARE S BIR
—EE+F-AFTNBRER_ZEZT
+tFOMA-++H RABRES
B%0.3 M Al AR B R IF A A
217 M AR 3 A ££103,733,334/% 3T
T (fFsE19) ©
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21. CONVERTIBLE PREFERENCE SHARES
ISSUED BY SUBSIDIARIES (continued)

(a)

(b)

Convertible preference shares issued by
Turbo Speed Technology Limited (“Turbo
Speed”) (continued)

During the six months ended 30 June 2007, the weighted
average closing price immediately before the dates on
which the shares were converted was HK$2.78 per share.

The fair value of the liability component of
convertible preference shares at 31 December 2006
amounted to HK$21,525,000. The fair value is
calculated using cash flows discounted at a rate
based on the borrowings rate of 6.59% per annum.

Interest expense on the convertible preference
calculated using the effective interest
method by applying the effective interest rate of
8.27% (2006: 8.27%) per annum to the liability
component.

shares is

Convertible preference shares issued by
Emerging Technology Limited (“Emerging
Technology”)

On 21 August 2006, Emerging Technology, a
wholly- owned subsidiary of the Company, entered
into a subscription agreement with independent
third parties in relation to the subscription of
760,778 convertible preference shares of US$1.00
each of Emerging Technology at a total subscription
price of US$18 million (approximately HK$140
million) (the “ET Subscription”).

Pursuant to an ordinary resolution passed on 25
September 2006, the Company approved the ET
Subscription and the ET Subscription was completed
on 12 October 2006.

1. MBARRTITRRE TR

(%)

(a)

Turbo Speed Technology
Limited ([ Turbo Speed]) %
TZABRBRELER (B)

REBEE-_ZET+FA=+H
ERER  BEERHERKRA
HAIETFARTERER
2788 7T °

RZEERNF+_RA=+—
H AJBRRELREBESS 2
N {E A21,525,0008 7T ° #%
ANEEDERARERETRE
REREFEKESIETHE -

AR ELERFERI IR A
f& 20 5 B B BR F) 3= %K LA F A
RQIE (ZEZENF : 8.27
[B)&rE -

H EmergingTechnology
Limited ([ Emerging
Technologyl) # 1T 2 AT 2 I
BER
RZZERNENAZ+—H "
RAaE] 2 &M B 2 FlEmerging
Technology®2 ¥8 37 5 = 75 31 3R
f8760,778/% & A E E1.00%
JC 2 Emerging Technology A] #2
BEFRRET I RE = - 2R
f% {8 5 18,000,000% 7T (4
140,000,000 7T ) ([%ET®R
BEl) o

BER-ZZZESFAAZTH
HEAzETHERER  ARQF
BUEZETREE © M ZETREBR
“EERFTAT-HEM o
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21. CONVERTIBLE PREFERENCE SHARES
ISSUED BY SUBSIDIARIES (continued)
(b) Convertible preference shares issued by

Emerging Technology Limited (“Emerging

Technology”) (continued)

According to the said subscription agreement, the
rights attached to holders of convertible preference

shares of Emerging Technology are summarised as

follows:

(@) Income (assuming no conversion of convertible

preference shares)

(i)

Participation in dividends declared and
payable by Emerging Technology so that
the aggregate of the preferred dividend to
the holders of the convertible preference
shares would be equal to 9% (on an annual
basis) of the total dividends payable by
Emerging Technology.

(b) Conversion options

(i)

(i)

Convertible at any time from the date of
completion of the ET Subscription for a
period of 24 months into new shares of
the Company at a conversion price of
HK$1.088 per share, subject to adjustment
set out in the subscription agreement (the
“HS Conversion”). The amount for the HS
Conversion shall be US$18 million;

Convertible at any time from the date of
completion of the ET Subscription for a
period of 24 months into ordinary share
of Emerging Technology at a ratio of 1:1;
and

1. MBARRTHTRRE LR

(%)

(b) EEmergingTechnology

Limited ([ Emerging

Technology]) 2 17 2 7] # %
BER (&)
BIR F it R % - Emerging

Technology Al # I% & ¢ IR 5
AFTHS R BE AL 20 T

(@) WA (fRaR I AE 3L 12 A] 12
B AEFER)

(i)

Z B Emerging
Technology= & & f&
k2 IRE - B A
RELERFEEAZE
EREBEREER
1% 5T & 2 Emerging
TechnologyfE Ik i &
#BFEI% o

(b) HEEEE

(i)

(i)

AR ZETRE T A
HA %8 241E A HA FE BE B
R BARRD A K
D EBHRELSER
1.088/8 7T © A IRREE
Wk P& & F 2 ([HS
R ]) ME o HSE IR
Z & B8 B
18,000,000 7T :

AR ZETR M T B
HARE 5T 2418 A HARE -
BERE11 Pl iR
Emerging Technology
EER R
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21. CONVERTIBLE PREFERENCE SHARES 1. HMBLAARITHRKRELER

ISSUED BY SUBSIDIARIES (continued) (&)

(b) Convertible preference shares issued by (b) B EmergingTechnology
Emerging Technology Limited (“Emerging Limited ([ Emerging
Technology") (continued) Technologyl) 81T Z AT 2 iR

BER (&)
(b) Conversion options (continued) (b) BEEERE(E)
(iii) Automatic conversion into ordinary shares iy ¥ Emerging
of Emerging Technology at a ratio of 1:1 Technology#t & F& A
on the business day after Emerging 2 B% 8 50 B R 5 B i
Technology has paid total dividends on EEAERTEZRE
each convertible preference share which MEE(L RER O/
exceed its original issue price. FUATME XN A
Emerging Technology
ZERK -
The convertible preference shares issued are initially B (TR R B IR 1R
recognised as follows: N
HK$'000
TET
Face value of convertible RZZEZEXRF+HA+TH
preference shares issued on BITZ AR E TR
12 October 2006 H B 140,040
Legal and professional HZETRBEEZEH
fees directly attributable to ZIERER (1,560)
the ET Subscription BEXEZH
Equity component EmE o (138,480)
Liability component on initial P ¥R e aR B %
recognition and as at RZEZTLFA=1TH
30 June 2007 and R-_TEXRF+_-A
31 December 2006 = +t—BZREHRS -
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22. OPERATING LEASE COMMITMENTS
At 30 June 2007, the Group had future aggregate
minimum lease payments under non-cancellable
operating leases as follows:

22 EEHERE
RZTE+EXA=+H BEF
A EEE  AEB AR
ERONR@EOT

Land and buildings Equipment

T REF B4
Unaudited Audited Unaudited Audited
REEX KEZ RRER 1R
30 June 31 December 30 June 31 December
<A += A ~A += A
=+AH =+—H =+H =+—H
2007 2006 2007 2006
—EELFE —ZZTTRX —E2ELE —TETRF
HK$'000 HK$'000 HK$’000 HK$'000
FTHET THE T THET FHETT
Not later than one year i@ —4F 5,945 4,978 3,241 3,059

Later than one year and —F A

not later than five years B TBERSF 2,908 5,402 - -
8,853 10,380 3,241 3,059
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23.RELATED PARTY TRANSACTIONS

The Group is controlled by Rich Global Limited
(incorporated in British Virgin Islands), which owns
37.18% of the Company’s shares. The remaining
62.82% of the shares are widely held. In the opinion
of the Directors, the ultimate holding company of the
Company is Hi Sun Limited (incorporated in the British

Virgin Islands).

(a) The following transactions were carried out

with related parties:

Rentals paid to
a related company
(Note (i)

Note:

(i) The subsidiaries, Beijing Hi Sun Advanced Business
Solutions Information Technology Limited and Pax
Technology (Shenzhen) Limited, paid rentals to
Beijing Hi Sun Electric Power Information Technology
Limited, a fellow subsidiary company owned by a
Director, who is also a substantial shareholder, of

the Company.

A — 2K BE & A 7]
X EE
(B RE ()

23.BEIRS

AEBBRRABR XS FMAT
Z Rich Global Limited#E &l » :Z A
RIEBANRA37.18%KH - BT
62.82% BB ARALIEE - &
ERE  ARAIZBERARIAR
EBRAXHEFMAILZZHI Sun
Limited °

(a) HBAEFETZXSWE :

Unaudited
KRB
Six months ended 30 June

BEAA=+tHLEANEAR

2007 2006
—2BLE  —TENE
HK$’000 HK$'000
TR THT

- 367

(i) MBARIERSHEERER
BRMBRAREBEEE#
il CRYND BR AR A A AR
NA - REEREIBZBRRE
BZREMEBRAIEREE
BERENEREMARAR
XNEE -
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23.RELATED PARTY TRANSACTIONS (continued) 23.BERFRS (&)

(b) Period/year end balances with related (b) EEER M EEERLE
parties are as follows: BT
Unaudited Audited
KRIBER R
30 June 31 December
AA=+HA +=-—A=+—H
2007 2006
—EELHF TEERF
HK$'000 HK$'000
FExT FAETT
Receivable from B — =K
a related company BEAREREH
Panorama Stock Limited BRARFIE 67 67

Receivable from/(payable to)  fEU ~ (FEfT) — R

a fellow subsidiary EES = PNG
Beijing Hi Sun Electric tnmEEs
Power Information BHE BB
Technology Limited BIRARIFIEA 1,003 (13,497)
The balances with related parties are unsecured, BRRRE 2 R REEW
interest-free and repayable on demand. RERZERFER -
Panorama Stock Limited is a related company owned E2RBEEHEBRABIAEART—
by a Director of the Company. RESHB2BERT -
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23. RELATED PARTY TRANSACTIONS (continued) 2. BEFRS (&)
(c) Key management compensation (equivalent (c) TEEEAEBHE BHERE
to Directors’ emoluments) EM<)
Unaudited
RCEX

Six months ended 30 June
BZ<A=1tHIEAEA

2007 2006
—EETLHF —EERF
HK$'000 HK$'000
FExT FAT
Fees e 270 186
Other emoluments: Hume :
Basic salaries, EXEFe -
other allowances and Ho 2 A &
benefits in kind B = 2,320 2,641
Contributions to RIKE T8I
pension schemes 36 42
2,626 2,869
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24. SUBSEQUENT EVENTS

Acquisition of the entire interest in Baifu
Hualong and Pacific Sheen and disposal of 5%
interest in New Concept Services Limited

On 10 February 2007, the Company entered into a sale
and purchase agreement (the “Hualong Agreement”)
with £ & A (Wang Bing Ren), £ A /5 (Wang Zhong
Fang), ¥ 78 £ (Jiang Jie Zhong), ### Zh(Zhao Shu Xun
(also known as # /13 (Zhao Li Bin)), Z2)I|(Li Ning
Chuan) and Everon Group Holdings Limited (a company
incorporated in Hong Kong) (collectively the “Vendors”),
who are parties independent of the Group, pursuant to
which the Company conditionally agreed to procure the
acquisition of the entire registered capital of Hangzhou
Baifu Holding Company Limited (“Baifu Hualong”), a
company incorporated in the PRC which will hold the
entire interest in HT M ZE[Z BT F #4i1 B PR 2 & (Hangzhou
Hualong Electronic Technology Company Limited), a
company established in the PRC (“Hualong Electronic”)
and TN E[EF B &K ir AR 2 A (Hangzhou Hualong
Information Technology Company Limited), a company
established in the PRC (“Hualong Information”), the
entire issued share capital of Pacific Sheen International
Limited (B BB B R 2 7)), a company incorporated
in Hong Kong (“Pacific Sheen”) and their respective
subsidiaries (collectively referred to as the “Hualong
Group”) and the shareholders’ loans (“Hualong
Acquisition”).

Notes to Condensed Consolidated Financial Statements
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24 £ EBHEE11E

WREEEERKREIEBRZINE
wRHEFARBERDF5%E
#

R-ZEZELF_A+H  ARAHE
ERAERT - BARL - BEE
(XRB#ENE) - FE) RIELER
BRAR (—RRBBEMKILZ
nAE) (EWAIEY]  BBMYRA
SEFVEEHE Bt AR
A A 1 R B e (W — R A B
MK 2 AR B BERBR
2R ([BEBER]) (BFEARF
BIRS 2 AR ERE FRMA
RAB ([FEEET]) MMMERE
ERMfARRAR (TFERE SR
ZEubtEm) 2EEMBRAN - RE
BEMAILZ 2 EIRERAER A A
(IBIEEER]) REE B 2HBRFE
(ATHRBEEREE]) 2 2HEH
TRAARBERER ([FEK
) e




24. SUBSEQUENT EVENTS (continued)

Acquisition of the entire interest in Baifu
Hualong and Pacific Sheen and disposal of 5%
interest in New Concept Services Limited

(continued)

As part of the transactions in relation to the Hualong
Acquisition, the Company disposed of 5% of the issued
share capital of New Concept Services Limited, a
subsidiary of the Company and the immediate holding
company of Baifu Hualong and Pacific Sheen, to the
Vendors for a total consideration of RMB15.0 million
(equivalent to approximately HK$15.5 million), which is
equal to 5% of the total consideration to be paid by
the Group for the Hualong Acquisition (the “Hualong
Disposal”).

The Hualong Acquisition and the Hualong Disposal and
the transactions contemplated herein have been
completed on 30 July 2007. The consideration of
RMB300,650,000 (equivalent to approximately
HK$310.7 million) for the Hualong Acquisition was
reduced by the amount of dividends of RMB30,000,000
(equivalent to approximately HK$31.0 million) that the
Hualong Group declared and paid to the Vendors prior
to the completion. The consideration of
RMB270,650,000 (equivalent to approximately
HK$279.7 million) for the Hualong Acquisition was
satisfied by the Company as to: (a) a cash payment of
RMB170,650,000 (equivalent to approximately
HK$176.3 million); and (b) the balance of
RMB100,000,000 (equivalent to approximately
HK$103.3 million) by way of the Consideration Shares.
The Company received cash consideration of
RMB15,032,500 (equivalent to approximately HK$15.5
million) for the Hualong Disposal.

Notes to Condensed Consolidated Financial Statements
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24 £ EHEEE (&)

WREEEREKREIEERZHE
@mRkHEHNAREER A FS5%HE
1 (&)

EABERERKBRSZEF —
RAQRRMBESHEEHBAR
FLEEERKEIERRK 2 BEER
NEIFAIRIEB R A RIEBEITIRA
Z5% BMREAEARE
15,000,000t ( %4 H & ®»
15,500,000 ¢ * HHERAKE 5t
ERWERMNARES%) ([FEEH
1) -

ERINERERDEMNEIETRHE
TZRIGER_EZELFLA=T
HERK - ZERKBIREARE
300,650,000t (#8 & ® 4
310,700,000/ 7T) B &k A7 T A Al
EREBMEHFRNTZBREESEA
R % 30,000,0007C (& R &
31,000,000 7T) © EERERE
AR 270,650,0007T (B & R4
279,700,000 7T) B A A GIIRLA R
ARERM @B ETRARK
170,650,000t (& R 4
176,300,000/ 7T) @ R(b)LARERR
19> 1+ 8258 A R ¥ 100,000,000
(& 7 49103,300,000/8 7T) ° &
REIRERHEWERESREAR
¥ 15,032,500t (B & B &
15,500,000/ 7T) °
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24. SUBSEQUENT EVENTS (continued) 24 FEHEKEE (&)
Acquisition of the entire interest in Baifu WEREEREREIRER 2 HE
Hualong and Pacific Sheen and disposal of 5% HwRHENAIRBER R B5%HE
interest in New Concept Services Limited = (&)

(continued)

As at 31 December 2006, the aggregate audited carrying R-TBTERF+_A=+—H " #
value of the total net assets of the Hualong Group REEAEFEABIEERET
amounted to approximately HK$169.8 million. Goodwill B4 %494 169,800,000/8 7T ©
arising from the Hualong Acquisition and Hualong R R S PTE A Z B
Disposal will be finalised upon completion of REEE KT EEREEER X
management’s assessment of the fair value of BBz A BRI EERBEZAFE
identifiable assets and liabilities of the Hualong Group BEE -

as at the date of completion.

On behalf of the Board EEEgW

Li Wenjin 5%

Director =g

Hong Kong, 27 August 2007 BEA —_ETLHENA=TLEH
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