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Financial Highlights
MBERE

2006 2005
goood ooood
HK$'m HK$'m Changes
oooo oooo oo
Turnover oog 528 299 7%
Profit Attributable to Equity Holders oooooooo
of the Company oo0oo 333 355 (690)
Total Assets oooao 6,622 6,234 6%
Equity Attributable to Equity Holders O0o000O000
of the Company oooo 4,304 3,612 19%
Cash & Bank Balances oooOoooo 799 1,173 (32%)
Net Borrowings oooo 399 249 60%
Ke, Performance and ooooooooo HK$ HK$ Changes
Liquidit Indicators: ooooo oo oo oo
Earnings Per Share oooo 0.190 0.202 (6%0)
Net Assets Per Share (note 1) ooo0oooooowg 2.38 2.05 16%
Projected P/E Ratio (note 1) 00000000 5. 6 X (17%)
Return on Capital Employed (note 2) 0000000020 15% 20% (25%)
Return on Total Assets (note 3) coooooooosg 10% 11% (9%)
Gearing Ratio (note 4) OooOooooan 28% 39% (28%)
Adjusted Gearing Ratio (note 5) OO0oO0ooooooosg 9% 7% 29%
Current Ratio (note 6) O0000ooed 1.4 - 1.4 x —
Interest Coverage (note 7) Oo0o00ooOooooro 19 - 27 X (30%)
Notes: ooo
1. Based on 1,806,709,611 shares issued and fully paid as at 30 June 2006 1. 0oooooDoOboODoODoOoOOoOoOoOoOoao
(2005: 1,758,671,611 shares) and the market closing price of HK$2.075 0000a1,806,709,611000 00000
(2005: HK$2.475) per share. 1,758,671,611000 0 00 00 2.0750 000
O0ooOob247500000000
2. Calculated as profit for the period attributable to equity holders of the 2. doooooooooobobbooDoooo
Company times two over equity attributable to equity holders of the 0o0oo00ooOoooooooooo
Company.
3. Calculated as profit for the period attributable to equity holders of the 3. 0oooooooDoob0oODbDoODDODOo0OOn
Company times two over total assets. gooooooao
4. Calculated as total borrowings over equity attributable to equity holders of 4. ooboboOoOoboboOoOobobOoOooDDOOo
the Company. oooo
5. Calculated as net borrowings over equity attributable to equity holders of 5. ooboboOoOoboboOoOobobOoOooDDOOo
the Company. oooo
6. Calculated as current assets over current liabilities. 6. goodooboOoOooboOoooooo
7. Calculated as profit before finance costs and taxation over finance costs 7. 00o0ooOoDoOooDobDoOoooboo
(excluding the notional interest portion in respect of convertible notes). Joooooooooo0oo0o0oDboODoOoOoO

oo
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Corporate Information
NAEEH

BOARD OF DIRECTORS

The board of directors of the Company (the “Board”) as at the date of
this interim financial report are set out below:

E -ecutive Directors

Gao Jian Min (Managing Director)

Liu Tianni (Deputy Managing Director)
Gu Jianguo

Chen Yongcun

Chow Kwok Wai

Non-e -ecutive Directors

Chen Xiaozhou (Chairman)

Hui Xiao Bing (Vice Chairman)

Yuen Wing Shing

Independent Non-e -ecutive Directors
Kang Dian

Zhang Lu

Hung Muk Ming

AUDIT COMMITTEE
Kang Dian (Chairman)
Zhang Lu

Hung Muk Ming

REMUNERATION COMMITTEE

Kang Dian (Chairman)
Zhang Lu

COMPANY SECRETARY

Tung Tat Chiu, Michael
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Corporate Information

AAEH

LEGAL ADVISER TO THE COMPANY gooood

David Lo & Partners oooooooo
AUDITORS HRERN

Deloitte Touche Tohmatsu ooooooobooo
Certified Public Accountants ooooo

PRINCIPAL BANKERS gooood

Bank of China (Hong Kong) Limited 0O0o0O00oO0oboOooOo

The Hongkong and Shanghai Banking Corporation Limited 00o00o0oOooOooooa
The Citic Ka Wah Bank Limited oooooooooao
SHARE REGISTRARS & TRANSFER OFFICE ogooooaod
Secretaries Limited oooooOooooo

26th Floor, Tesbury Centre 0o

28 Queen's Road East 00000280

Wanchai, Hong Kong 00000260

(Tel: 29801888 Fax:28610285) 000029801888 O O 0286102850
REGISTERED OFFICE oodooo

Suite 4901, 49th Floor, Office Tower gpoooooooo
Convention Plaza, 1 Harbour Road oooooooo

Wanchai, Hong Kong 490 49010

(Tel: 28770030 Fax: 28029506) 000028770030 O O 0280295060
COMPANY WEBSITE oood
http://www.silvergrant.com.hk http://www.silvergrant.com.hk
STOCK CODE oooo

171 171

4 | Silver Grant International Industries Limited| oooooooooad



Managing Director’s Statement
EEAKERS

REVIEW OF RESULTS

Turnover of the current period recorded an increase of HK$229.5 million
to HK$528.4 million, representing an increment of 77%.

The increase in turnover was mainly attributable to the HK$369.1 million
increase in turnover of listed securities trading and was partially reduced
by the HK$143.2 million decrease in turnover of dealing in distressed

assets.

The increase in turnover of listed securities trading was a result of the
realization of the China Construction Bank H shares (“the CCB Shares”)
acquired at its IPO.

Due to the realization of the CCB Shares, the corresponding acquisition
costs of the CCB Shares were recognized as direct operating expenses.
This was the main reason leading to the significant increase in direct

operating expenses in the current period.

The decrease in turnover of dealing in distressed assets was mainly due
to the fact that turnover of dealing in distressed assets in the previous
period included a performance return from the disposal of the Macau
Assets amounted to HK$100.0 million. Since the Macau Assets were all
disposed in the previous period, there was no such corresponding amount
in the current period.

Profit for the period attributable to equity holders of the Company was
HK$332.6 million. Compared to the previous period, the profit has

decreased by HK$22.4 million, representing a decrease of 6%.

gooo

000000000229,500,00000000
528,400,0000 O O OO 77%0

ooooooooboooooooooooo
0 03e9,100,0000 00000000000
00000000 143,2000000 00000
ooooo

ooooooooboooooooooooo
ooboo0oooooboO0oOorOoOoOooonod
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332,600,0000 0000000 O0O0OOOO
0 22,400,0000 D 00 00O 0O 6%0
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Managing Director’s Statement
EERARKERS

REVIEW OF RESULTS (Continued)

There were significant changes in several major profit components, which
has a net effect leading to the mild decrease in profit attributable to
equity holders of the Company. The changes are explained in the

following paragraphs:

The gain from the realization of the CCB Shares together with the gain
from other held-for-trading investments, (i.e. trading in listed securities)
contributed HK$106.8 million increase to the profit. In addition, there
was an increase in the fair value of listed securities amounting to
HK$48.0 million. Moreover, fair value gain in investment properties also
contributed HK$32.8 million increase to the profit. These major items
have an effect of increasing profit for the current period by HK$187.6
million in aggregate.

The disposal of the Macau Assets was completed in 2005 and had
contributed HK$100.0 million performance return to the Group in the
previous period. No such performance return was recorded in the current
period. Interest income generated from the Cinda Portfolio decreased
by HK$43.2 million following the reduction in the amount of un-disposed
distressed assets in the Cinda Portfolio. Discount on acquisition of
additional equity interest in a subsidiary also decreased by HK$48.7
million. In addition, share of results of associates also decreased by
HK$20.4 million due to the decrease in profit contribution from Cli
Limited (“Cll”"). These major items have an effect of decreasing profit

for the current period by HK$212.3 million in aggregate.

UU0O0Uooo

ooboooboooooooooooooon
oooboooobobooO0ooobooooonon
ooooooobooooboo

ooboboobooooooooooooobon
ooooooOoooboooobooOooOoon
106,800,0000 00 000O0O0COO0DOOOO
ooooo4s0000000000000000O
ooooooooobobos2soo,000000
oobooooooboO0ooooooooooon
0 0187,600,0000 O OOO

oobobooboooooooooooooboon
00oo0oboo0ooaioo,000,00000000
oobobooboooboO0ooooooooooon
oboboobooooooooooooobon
ooooooooOooooboboooao
432000000 0000000000D0O0OO
Ooo0ooooood4s7oo0000 00000
ooooobobooO0oooboooooon
oboooobocooboboboOoOoOoOoOoooan
204000000 000000000O0O0OOO
oooob0Oob?212,30000000000
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Managing Director’s Statement
EERARKERS

BUSINESS REVIEW & PROSPECTS

Propert Investments, Development and Management

The operations of the Group’s property leasing, property development
and property management were relatively stable during the current
period.

During the current period, the Group has increased its investment in
East Gate by acquiring the remaining 4.11% equity interest from the
minority shareholders of East Gate at a total consideration of HK$25.7
million. The acquisition resulted in a discount on acquisition of HK$24.7
million and was recognized as income in the current period. After the

acquisition, East Gate becomes a wholly owned subsidiary of the Group.

The Group did not recognize any sales of development property during
the current period. Despite the Group has commenced selling of the
development properties of East Gate Metro Garden and the Group has
already secured approximately HK$197.3 million contracted-sales in
aggregate during the current period, the Group will only recognize
sales and profit after the issuance of the relevant occupancy permits.
The Board expects that total sales amount for East Gate Metro Garden
will approximately be HK$423.1 million. The Group intends to complete
the selling of East Gate Metro Garden units in 2006. After the completion
of the sales of the East Gate Metro Garden units, the third phase,
which is also the last phase of the Tiexi development project, will

commence.

For the time being, the progress of the development project “Zi You
Xiao Zhen” is still at the stage of demolishing and relocating the existing
tenants. “Zi You Xiao Zhen” has a site area of approximately 320,000
square meters and can be developed into saleable units with gross floor
area of approximately 830,000 square meters in aggregate. The Group
intends to develop “Zi You Xiao Zhen” by four phases in four years’
time.

The Group is also considering making investment in new development

projects in Beijing including “Si He Yuan™ properties.

goooooo

ooooooooono

goboooooooooobooooooon
ooooooooooon

0bo0b000000000002s,700,0000
000000000 00000004.11%0
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Managing Director’s Statement
EERARKERS

BUSINESS REVIEW & PROSPECTS (Continued)

Infrastructure Investments

For the current period, profit contribution from Cll was HK$39.8 million
(2005: HK$58.8 million). The decrease in profit contribution was mainly
due to the reduction in toll fee income from road and bridge projects
as a result of disposal of those road and bridge projects in the previous

periods.

During the current period, Cll has entered into an agreement to dispose
its entire interest in Jiangxi #320 State-road project at a total
consideration of RMB250.0 million (equivalent to approximately
HK$238.1 million) and recognized a gain in the amount of HK$1.3
million. CIl expects to receive the whole amount of the sale proceeds in
the second half year.

The strategy of Cll is to dispose all the road and bridge projects when
opportunities arise. At 30 June 2006, Cll was still holding two road and
bridge projects with a total carrying value of approximately HK$150.4
million in aggregate.

The Taian Natural Gas Pipeline project

ClIl holds an 80% effective interest in the Taian Natural Gas Pipeline
project. The carrying value of the project as at 30 June 2006 was
approximately HK$90.1 million. The operation of the project was
relatively stable during the current period.

During the current period, Cll invested in a new energy project by
investingin 0000 0O0OO0OOO. Cll holds a 74% effective interest
in the project and has invested RMB74.0 million (equivalent to

approximately HK$70.5 million) to the project.

gooodoUUlooo

oooooo

oooooooobobooss,soo,0000 0
ooooooosssoocoo00booooOonOn
oobooooooboO0ooooooooooon
ooooboooooo

oobobooboooooooooooooboon
00000 250,000,000000000
238,100,000 0000000032000 00
ooooobooboooossoocooddnn
oooooboobooO0oooboooooon
oo

ooboooboooooooooooooon
oobooooooboO0ooooooooooon
oobobooboooooooooooooboon
00 150,400,0000 O O

ogoooooooo

oobooooooboboooos»uooon
ooboboobooooooooooooobon
90,10000000000000000DOOOO
oooooo

ooboooboooooooooooooon
ooboooooobo0ooooooooooo
74%0 0000000000000
74,000,000000 O O O 70,500,0000 O OO
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Managing Director’s Statement
EERARKERS

BUSINESS REVIEW & PROSPECTS (Continued)

Infrastructure Investments (Continued)

The United East Petrochemical project

Cll holds a 25% effective interest in the United East Petrochemical
project. The carrying value of the project as at 30 June 2006 was
approximately HK$112.6 million. For the current period, profit
contribution to Cll from the project was limited and the profit amounted
to only HK$1.5 million.

Cll is negotiating with the holding company of the local partner for a
long term and secured supply of crude oil for the project’s refinery
business. Cll has confidence to reach an agreement for the supply of
the crude oil in 2006.

Financial Investments

Distressed Assets Business

The Cinda Portfolio

For the current period, the Cinda Portfolio has contributed approximately
HK$46.8 million (2005: HK$90.0 million) interest income to the Group.
Up to 30 June 2006, the principal amount of distressed assets in the
Cinda Portfolio that has been disposed was approximately HK$20.3
billion in aggregate, representing 37.4% of the total principal amount
of the Cinda Portfolio. The amount of cash recovered was approximately
HK$793.4 million in aggregate. The effective cash recovery rate was
approximately 3.9%.

During the current period, the total principal amount of distressed assets
in the Cinda Portfolio that has been disposed was approximately HK$1.7
billion and the total amount of cash recovered was approximately
HK$128.5 million. The cash recovery rate for the current period was
approximately 7.6%.

oooO0O0UUooo

ooooooooo

oooooo

ooooobooooo2s%ioooooon
ooooooooooobobooooao
112,600,0000 0000000000 OOO
oo0o0obooooooO0n0nbooai,s00,0000
oo

oooboooO0ooooooboO0ooooo
ooooooooboooooooooooo
ooooooooboooooooooooo
oooooooao

oooao

oooooo

ooooo

ooooooooooobobooooao
46,800,0000 OO O O OO O 0O 90,000,0000
obobooooboboooooooooobbooo
ooooooooboooooooooooo
gz20000000000O00000O0OO0O
037.4%00000000000793,400,000
000o0bOb0O0oo0o00O000003.9%0

ooooooooboooooooooooo
ooo0oo1yooooooooboOooao
128,500,000 0000000000 OOO
7.6%0
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Managing Director’s Statement
EERARKERS

BUSINESS REVIEW & PROSPECTS (Continued)

Financial Investments (Continued)

Distressed Assets Business (Continued)

The Cinda Portfolio (Continued)

The Board has confidence in recovering a cumulative cash amount in
excess of RMB900.0 million, an amount greater than the original
acquisition cost in the second half-year. The Board also has confidence
in disposing all the remaining distressed assets in the Cinda Portfolio in
the first half year of 2007 and achieving a very good net cash return.

The Huarong Portfolio

In January 2006, the Group completed the acquisition of a portfolio of
distressed assets with a total principal amount of RMB36.4 billion
(equivalent to approximately HK$35.0 billion) including booked interest
(“The Huarong Portfolio”) from China Huarong Asset Management
Corporation (“China Huarong”) at a total consideration of RMB546.6
million (equivalent to approximately HK$526.6 million).

The Huarong Portfolio comprises a total of 11,126 borrowers located in
a total of 27 provinces, directly administrated municipalities and
autonomies in the PRC. The Group has set a target to complete the

disposal of the Huarong Portfolio in two years’ time.

The Huarong Portfolio was held through a jointly controlled entity —
Platinum One Limited (“POL”). POL was owned equally by Citigroup
Financial Products Inc. and the Company.

POL has appointed China Huarong to serve the disposal of and collection
of the Huarong Portfolio. Huarong in return is entitled to receive a
management fee calculated at 10% of the cash recovered. China
Huarong is also entitled to share the profit generated from the disposal

of the Huarong portfolio according to a defined profit sharing scheme.

gooodoUUlooo

ooooooo

oooooooog

oooooooo

ooboooboooooooooooooon
00o00b00ooOoeoo,0000000000000
oobobooboooooooooooooboon
ooboooboooooooooooooon
oboooboO0ooooooooon
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Managing Director’s Statement
EERARKERS

BUSINESS REVIEW & PROSPECTS (Continued)
Financial Investments (Continued)

Distressed Assets Business (Continued)

The Huarong Portfolio (Continued)

In the current period, POL and China Huarong focused on the preparatory
and planning works for an effective disposal and collection scheme.
Therefore, the disposal of the distressed assets in the Huarong Portfolio
was limited.

Up to 30 June 2006, the principal amount of distressed assets in the
Huarong Portfolio that has been disposed was RMB879.6 million in
aggregate (equivalent to approximately HK$837.7 million), representing
approximately to 4.4% of the total principal amount of the Huarong
Portfolio. The cash recovered was RMB19.0 million in aggregate
(equivalent to approximately HK$18.1 million). The effective cash recovery

rate was approximately 2.3%.
New Distressed Asset Portfolio

The Group is currently considering the investment potential of several
assets portfolios and expects to conclude at least one of them in the

near future.
Other Financial Investments

The Group will utilize an appropriate portion of the temporarily idled
funds to invest, on a medium-term basis, in listed securities. The Board
will make judgment and will invest very selectively in listed securities

with good capital appreciation potentials.

During the current period, the Group has invested RMB100.0 million
(equivalent to approximately HK$96.1 million) to acquire a 12% equity
interest in a Chinese medicine manufacturer known as Tong Ji Tang.
The principal business of Tong Ji Tang is manufacturing of a patented
drug to cure osteoporosis. Tong Ji Tang has planned to seek a listing on

an appropriate overseas stock market.

oooO0O0UUooo
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Managing Director’s Statement
EERARKERS

GROWTH STRATEGIES

The Group maintains its established strategies of making balanced
investments in the Group’s three core-businesses: properties,

infrastructure investments and financial investments.

The recent macro-economic measures imposed by the PRC Central
Government, which is mainly to cool down over-investments in fixed
assets in respect of natural resources exploiting and real estate
investments. In the opinion of the Board, the measures will not have
significant adverse effect on the Group’s business for the time being.
The Group has adequate internal resources to finance its property
investments and the Group’s development properties are targeted for
selling to the local middle-class customers. These customers are real

users and are least affected by the recent measures.

However, the Board believes that these measures will continue for a
certain period of time. The Board will keep their eyes open and take
appropriate actions should these measures be further extended and

raised.

FINANCIAL REVIEW

E -change E -posure & Hedging

At 30 June 2006, the Group had an outstanding convertible note
denominated in USD in the amount of USD52.5 million (equivalent to
HK$409.5 million).

Except for the above, the Group’s principal assets, liabilities, revenues
and payments are denominated in HKD and RMB. Despite the recent
mild appreciation of the RMB exchange rate, the Board believes that
the RMB exchange rate will only appreciate by a small percentage in
the foreseeable future. In addition, HKD is pledged to the USD and
such currency peg is unlikely to break in the foreseeable future. In this
regard, the Board believes that exposure to exchange rate fluctuations
will not have material adverse effect on the Group.

gooo
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Managing Director’s Statement

ESARKERE
FINANCIAL REVIEW (Continued) OUdUdUooo
E.change E-posure & Hedging (Continued) oooooooooo

The Group’s policy is not to engage in any speculative activity other 0000000000000 0OOOOOOO
than making appropriate arrangements for hedging purposes where OO000000O00000O0OOCOOOOOO
the business requires. There was no hedging transaction contracted for 0000000000000 0OOOODOOO
by the Group during the current period. oono

Working Capital & Borro sfings ooooooo

The Group’s total borrowings excluding convertible notesasat 30 June 00000000000 OOOOOOOOO
2006 amounted to approximately HK$578.9 million of which 000000 OO DO 578,900,0000 0000
approximately HK$572.6 million was short-term bank loan. The remaining 0 0 572,600,0000 0 0000000000
was long-term mortgage loan. Over 90% of the short-term bank loan

was represented by the working capital loan to East Gate and the

remaining was the current portion of a long-term mortgage loan. Interest

rate for the short-term bank loan was charged at floating rate and the

prevailing applicable interest rate was 5.85% per annum. The interest

rate for the long-term mortgage loan was charged at floating rate and

the prevailing applicable interest rate was 5.88% per annum. The Group

also has convertible notes with a total outstanding amount of

approximately HK$619.4 million. Approximately 35% of the convertible

notes were due within one year and the remaining were due after three

years. The convertible notes have a coupon rate of 1.5% per annum

but interest was charged to the consolidated income statement at a

notional market rate of 4.48% per annum according to the Group’s

accounting policy adopted.

At the balance sheet date, the cash and bank balances including the
restricted bank balances was HK$799.0 million. In addition, the Group
has net current assets in the amount of HK$700.8 million. Moreover,
the Group has unutilized banking facilities in the amount of HK$313.8
million. In this regard, the Board is confident that the working capital
of the Group is adequate for daily operations and the Group has a

healthy financial position.
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Managing Director’s Statement
EERARKERS

FINANCIAL REVIEW (Continued)

Working Capital & Borro #fings (Continued)

At 30 June 2006, the Company has a convertible note with an
outstanding principal amount of HK$220.0 million. The conversion price
of the note is HK$2.2 per share which is higher than the market closing
price of HK$2.075 at the balance sheet date. Unless the note is converted
in full, any unconverted principal amount will be repayable on 23
November 2006. The Group has adequate internal resource to repay

the note, if necessary.

Capital Structure

At 30 June 2006, the shareholders’ fund of the Group was HK$4,303.7
million, representing an increase of HK$460.7 million or 12.0% compared
to that as at 31 December 2005.

During the current period, the Company raised additional capital in the
amount of HK$241.9 million from the issuance of a total number of
118,000,000 new shares at premium pursuant to the exercise of
convertible note and share options, which has an effect of increasing
the overall capital.

During the current period, the Company paid HK$108.4 million to
shareholders of the Company as final dividend for the year 2005, which

has an effect of reducing the overall capital.

Human Resources

At 30 June 2006, the Group employed approximately 1,400 employees
in Hong Kong and in the PRC. The Group offers its employees
competitive remuneration packages, which are consistent with the
prevailing market practice. The Group’s remuneration policies remain
unchanged during the current period. Total staff cost for the current
period was HK$26.3 million (2005: HK$20.1 million).

UU0O0Uooo
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ooboooboooooooooooooon
0o0oo0ooo0oo0oaozezeo,0oo00bonOn
0 0 20,142,0000 O OO
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Managing Director’s Statement

ESARKERE

FINANCIAL REVIEW (Continued)

Capital Commitments & Contingent Liabilities

The Group did not have any material capital commitment as at 30 June
2006. Moreover, the Group did not incur any new contingent liability,
which is material during the current period.

PURCHASE, SALES OR REDEMPTION OF THE
COMPANY'S LISTED SECURITIES

During the six months ended 30 June 2006, the Company did not
repurchase any of its listed securities. Neither the Company nor any of
its subsidiaries purchased or sold any of its listed securities during the

current period.

APPRECIATION

On behalf of the Board, | would like to express my appreciation and
gratitude to our shareholders for their supports and all the Group’s
employees for their hard working and dedication in carrying out their
duties and in achieving the Group’s business goal.

By order of the Board of
Silver Grant International Industries Limited
Gao Jian Min

Managing Director

Hong Kong, 8 September 2006
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Corporate Governance & Other Information

N\ S
B/

NI=!

aREMmER

CORPORATE GOVERNANCE

The Company is committed to ensure high standards of corporate
governance in the interests of shareholders.

The Board acknowledges their responsibilities for preparing the
consolidated financial statements, which give a true and fair view of
the state of affairs of the Company and of the Group on a going
concern basis. In preparing the consolidated financial statements for
the six months ended 30 June 2006, the Board has selected suitable
accounting policies and applied them consistently and made judgments

and estimates that are prudent and reasonable.

The Company has complied with all the code provisions set out in the
Code on Corporate Governance Practices (“the CG Code”) contained
in Appendix 14 of the Rules Governing the Listing of Securities (“the
Listing Rules”) on The Stock Exchange of Hong Kong Limited (“the
Stock Exchange”) throughout the accounting period covered by the
interim financial report except for CG Code provision E.1.2. CG Code
provision E.1.2 stipulates that the Chairman of the Board should attend
the annual general meeting. Due to the fact that the Chairman of the
Board was out of town, he did not attend the annual general meeting
of the Company held on 25 May 2006. The Chairman of the Board will
endeavor to attend all future annual general meetings of the Company
unless unexpected or special circumstances preventing him from doing
s0.

The Company has adopted codes of conduct regarding securities
transactions by directors and by relevant employees (as defined in the
CG Code) on terms no less exacting than the required standards set out
in the Model Code for Securities Transactions by Directors of Listed
Issuers (“the Model Code”) contained in Appendix 10 of the Listing
Rules.

gooo

ooboooooooooooOooooooo
oooo

ooboooooooooooOooooooo
oobooooooboO0oO0oOooooooooo
ooboobooobooboooooooooobooon
ooboooooooooooOooooooo
oobooooooboO0oO0oOooooooooo
ooboobooobooboooooooooobooon

ooboobooobooboooooooooobooon
odoooooOoooOoOoOoOO0oOmoOoOoO
oob00oo0ombooobooooooboo
ooo0oooomoboooobomoooon
oboooooooOoOoOoO0OO0OE12000000
ooooooOoel1200000000000
oooooobOooooooboooobooonon
ooboooobooboooOooooooooon
oobooooboobooO0oOooooooooon
oobobooobooboooooooooobooon
o0oooooOoooOooobooOooooon
oo

oooooooobboooooooooooo
oobobooobooboooooooooobooon
oobooooobooobooooOoooooo
oo0mOooo0oooooooboooooo
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Corporate Governance & Other Information

DNAEERAEMER

CORPORATE GOVERNANCE (Continued) O0o00U0ooo

On specific enquiries made, all directors have confirmed that, inrespect O0O00000O0O00O0O00OOOOOOOO
of the accounting period covered by the interim financial report, they 0000000000000 0OOOODOOO
have complied with the required standard set out in the Model Code 0O r

and the Company’s code of conduct regarding directors’ securities

transactions.

The consolidated financial statements for the six months ended 30 June
2006 were unaudited. The Audit Committee has reviewed the
consolidated financial statements for the six months ended 30 June
2006.

During the current period, on 13 February 2006, Mr. Zhu Dengshan
resigned as executive director and chairman of the Board due to his
retirement. On 13 February 2006, Mr. Chen Xiaozhou was appointed as
executive director and was elected chairman of the Board.

After the balance sheet date, Mr. Cheung Chung Kiu resigned as
executive director of the Company due to personal reason on 17 July
2006. Messrs. Chen Xiaozhou, Hui Xiao Bing and Yuen Wing Shing, the
executive directors of the Company were re-designated as non-executive

directors of the Company with effect from 1 September 2006.
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Corporate Governance & Other Information

DNAEERAEMER

DIRECTORS’ RIGHT TO ACQUIRE SHARES OR UJUOOOOOOODOOOO
DEBENTURES

Details of outstanding share options granted to the directors of the 0000000000000 0OO0DOOOOO
Company under the share option scheme adopted by the Companyon OO0000MO00OD0O0OOOO0OOOO
26 June 1995 (the “Old Scheme”) and the share option scheme adopted OOO0000O0000O0O000OOO0O0O0OO0O
by the Company on 27 May 2002 (the “New Scheme”) and the 00000000000 0O00OODOOOOO
movements of the share options during the current period are setout 00000000 O00O00OOOOOO

below:

Number of share options
ooooo
Outstanding Outstanding
as at as at
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Corporate Governance & Other Information

DNAEERAEMER

DIRECTORS’ INTEREST IN SHARES goooooo

At 30 June 2006, the interests and short positions of the directorsand 0000000000000 OCOOOOOO
chief executive of the Company in the shares, underlying sharesand 0000000000000 O00DOO00OO
debentures of the Company or any of its associated corporations (within 0000000000000 DO0O0O0OO00 XV
the meaning of Part XV of the Securities and Futures Ordinance (“SFO”)) OO0 OO0D0O0OOD0O000OOOOOOOOOO
which have been notified to the Company and the Stock Exchange OO0O0000O0O0XvOO70800000003
pursuant to Division 7 and 8 of Part XV of the SFO (including interests OO0 0000000000000 OOOOO
and short positions which they are taken or deemed to have undersuch OOO00000O00O0O0O00OOOOOOOO
provision of the SFO), or which are required, pursuant to Section 352 of 0000000000000 0O0O0O OO 3520
the SFO, to be entered in the register referred to therein, or whichare 0000000000000 OOOOOOO
required, pursuant to the Model Code, to be notified to the Company 0000000000000 O0O0OOOODO

and the Stock Exchange, were as follows: 000
Long position in the underlying shares of the Company: 0000o0O0oOooOoOooOooo
Percentage of

Number of total issued
underl, ing share capital

Name of directors Capacit, shares ooooon

oooao 0o oooooo ooooao

CHEN Yongcun Beneficial owner (Note) 7,000,000 0.39%

ogd ooooouooo

GAO lJian Min Beneficial owner (Note) 5,000,000 0.28%

ooao ooooooooo

GU Jianguo Beneficial owner (Note) 2,000,000 0.11%

ogd ooooooooo

Notes: ooo

These represent interests of share options granted to the directors under the Old 0o00ob0oo0o0oOo0oDoOoOoOOoOoOooooooo
Scheme and the New Scheme to acquire shares of the Company, further detailsof 0000000000000 00O0000OOOOO
which are set out in the Section headed "Directors' Right to Acquire Shares or 00o0ooooooo

Debentures".
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Corporate Governance & Other Information

DNAEERAEMER

DIRECTORS’ INTEREST IN SHARES (Continued) goodoolooo

Save as disclosed above and in the Section headed “Director’s Rightto OO00000O00O00O0OO00OOOOOOOO
Acquire Shares or Debentures” and in the Section headed “Substantial 00000000000 0000O00O0000O0OO
Shareholders”, as at 30 June 2006, none of the directors or chief OO0OOO0OOOOOO0OO0OO0OO0OOOO0OO0OOO
executive of the Company or any of their associates had any interestor 003520 0000000000000003
short position in any shares, underlying shares and debentures of the 0000000000000 0OOOOOOO
Company or any of its associated corporations (within the meaning of OOO000D0O0O000O0O0OO0OXvOOODOOO
Part XV of the SFO) as recorded in the register as required to be keptby 0000000000000 OODOOOOO
the Company under Section 352 of the SFO or as otherwise notified to

the Company and the Stock Exchange pursuant to the Model Code.

None of the directors or their spouses or children under the age of 18,

had been granted any right to subscribe for the equity or debt securities

of the Company or any of its associated corporations, or had exercised

any such right during the period.
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Corporate Governance & Other Information

DNAEERAEMER

SUBSTANTIAL SHAREHOLDERS

At 30 June 2006, persons other than a director or chief executive of

the Company, having interest in 5% or more of the issued share capital

of the Company as recorded in the register required to be kept by the

Company under Section 336 of SFO were as follows:

Long positions in shares and underlying shares of the Company as at

30 June 2006:

Name of substantial
shareholder
gooonono

Silver Grant International
Holdings Limited

China Cinda Asset
Management
Corporation

O00o0ooooooao

Citigroup Inc.

Capacit,
oo

Beneficial owner
ooooao

Interest of controlled
corporation
O00ooooo

169,450,000 shares as
beneficial owner,
3,959,000 shares as
approved lending agent,
150,000 shares as
person having a security
interest in shares and
138,813,559 underlying
shares as beneficial owner

Number of
ordinar,
shares
googo

141,270,022

420,700,000

173,559,000

169,450,0000 D O OOODOO

3,959,0000 00000

ooooiso,00000000

oooooooon
138,813,5590 0 0 O O
ooooo

gooo

ooboooobooboooooooooooo
ooooobo3seboooooooooon
oobooboobooboooooooooooo
oooooooooooswbhoooooo

oooo

ooboooobooboooooooooooo
ooooboooon

Underl, ing
shares
good

100,000,000
(Note 2)
ooooo

138,813,559
(Note 4)
ooooo

Percentage
of the issued

Total share capital
interests 000000
oood oooggdd

141,270,022 7.82%
(Note 1)
ooooo

520,700,000 28.82%
(Note 3)
ooooo

312,372,559 17.29%
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Corporate Governance & Other Information

DNAEERAEMER

SUBSTANTIAL SHAREHOLDERS (Continued)

Notes:

Messrs. Gao Jian Min and Liu Tianni, both of whom are directors of the
Company, each has a 30% interest in Silver Grant International Holdings
Limited as at 30 June 2006.

This represents the interest in convertible note in the principal amount of
HK$220.0 million pursuant to which a total number of 100,000,000 new
shares will be issued upon full exercise of the conversion rights attaching
thereto at the initial conversion price of HK$2.20 per share.

The following is a breakdown of the interests in shares of the Company
held by China Cinda Asset Management Corporation:

UO00Uooo

ooo

0. ooboboOooOoooOobOOobOOoDOoDOOoO
00D000D0ODoO0oO0oDoDOoOoOooag Ssilver
Grant International Holdings Limited 30%0
o0

o. 00o00o0oe220000000000000000
goobobbOO0o0o0Db22000000000
ooooooooooobobooboobooon
0 0 0100,000,0000 0000

o. ooooooooooobobobobobooooo
ooooooboo

Total interest in shares

oooooo
Name of Name of Percentage
controlled corporation controlling shareholder of control Direct interest  Indirect interest
goooooo oooooo ooooao oooo oooo
Well Kent International Investment  China Cinda Asset 100% — 520,700,000
Company Limited Management Corporation
0ooDo0oooDooo oo0ooooDoDooo
Catic Limited Well Kent International 100% 520,700,000 —
Investment Company Limited

ooooooooDoo

This represents the interest in convertible note in the principal amount of O . oo0ooo0os2500000000000000

USD52,500,000 pursuant to which a total number of 138,813,559 new
shares will be issued upon full exercise of the conversion rights attaching
thereto at the initial conversion price of HK$2.95 per share.

Save as disclosed above, the register required to be kept under Section
336 of the SFO showed that the Company had not been notified of any

interest or short position in the shares and underlying shares of the

Company as at 30 June 2006.

ooooobooooo29000000000
ooooooooooobobooboobooon
000138,8135590 0000

o0oooooOoooO0ooobooOoooonon
UL ODOooooooboooboooon
ooboooooooooooOooooooo
oobooooooboO0oO0oOooooooooo
oo
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Corporate Governance & Other Information

DNAEERAEMER

SHARE OPTION SCHEMES goooo

Movements during the current period of share options granted under 000000000000 O0COOOOOO0O
the Old Scheme and the New Scheme are set out below: OoOoooOoobooo

Number of share options

ooooo
Outstanding at Outstanding at
1 Januar, 2006 E -ercised 30 June 2006
Subscription price oooooo during oooooo
per share E -ercisable period oooon the period ooooon
gooood gooodo gooo gooood oooo
HK$
oo
Old Scheme
goo
0.967 09/01/1997 — 08/01/2007 15,000,000 (15,000,000) —
0.900 27/07/1999 — 26/07/2009 2,000,000 — 2,000,000
0.535 25/07/2001 — 24/07/2011 5,000,000 (3,000,000) 2,000,000
22,000,000 (18,000,000) 4,000,000
Ne »F Scheme
ooo
0.700 07/06/2002 — 06/06/2012 10,000,000 — 10,000,000
32,000,000 (18,000,000) 14,000,000

No share option was being granted or lapsed during the current period. 00000000 O00O0OOOOOO

The weighted average closing price of the Company's sharesasatthe 0000000000000 0ODOOODOOO
date of exercise of share options was HK$2.379. 002379000
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Corporate Governance & Other Information

DNAEERAEMER

SHARE OPTION SCHEMES (Continued) O0000Uooo

Movements during the current period of share options held by the 000000000000 O0O0OOOOO0O
directors included in the above table are as follows: 000000

Number of share options

ooooo
Outstanding at Outstanding at
1 Januar, 2006 E -ercised 30 June 2006
Subscription price oooooo during oooooo
per share E -ercisable period ooooo the period ooooon
gooood oooodao gooo gooood gooo
HK$
oo
Old Scheme
goo
0.967 09/01/1997 — 08/01/2007 15,000,000 (15,000,000) —
0.900 27/07/1999 — 26/07/2009 2,000,000 — 2,000,000
0.535 25/07/2001 — 24/07/2011 2,000,000 — 2,000,000
19,000,000 (15,000,000) 4,000,000
Ne ¥ Scheme
ooo
0.700 07/06/2002 — 06/06/2012 10,000,000 — 10,000,000
29,000,000 (15,000,000) 14,000,000

At 30 June 2006, the total numbers of shares available forissueunder 000000000000 O000O0O0O00OO
the New Scheme are 63,222,000 shares, representing approximately 00000000 O0O0ODO63,222,0000 00
3.5% of the total issued share capital of the Company. 000000000000 3.5%0
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Consolidated Income Statement
RN

For the six months ended 30 June 2006
ooooooooooooonono

(Unaudited)
oooooa
Si~.months ended 30 June
ooded3ooOOOO

2006 2005
goood ooogd
Notes HK$'000 HK$’000
oo ooo ooo
Turnover ooao 3 528,384 298,903
Direct operating expenses ooooon (360,497) (51,797)
167,887 247,106
Other income oooao 4 90,023 33,423
Administrative expenses oooao (56,032) (49,632)
Surplus on revaluation of O0oO0ooooao
leasehold properties 1,102 8,255
Increase in fair value of oooooooooo
investment properties 88,418 55,630
Gain on convertible note at fair value oooooooooOoo
through profit or loss Oo0o0O0oOooo 35,412 —
Finance costs oooo 5 (24,445) (29,834)
Discount on acquisition of additional Oo0oO0oooooo
equity interest in a subsidiary ooooooo 24,742 73,476
Share of results of associates oooooooo 39,532 59,885
Share of results of jointly 0000000000
controlled entity 6,912 —
Gain on disposal of a subsidiary ooooooooooooo 6 2,550 —
Profit before taxation oooono 376,101 398,309
Taxation oo 7 (43,033) (40,301)
Profit for the period oooao 8 333,068 358,008
Attributable to: ooo
Equity holders of the Company Oo0o0O0oOooo 332,600 354,973
Minority interests oooooao 468 3,035
333,068 358,008
Dividends Oood 9 108,403 87,934
Earnings per share oooo 10
— Basic —
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Consolido’red Balance Sheet

n"/-HT\ I/:I\ ,ﬁq %

As at 30 June 2006
ooooooooooo

(Unaudited) (Audited)
oooooo oo0oon
At 30 At 31

June 2006 December 2005
oooooao oooooao
00000 ooOOOoooo

Notes HK$’000 HK$’000
oo oono ooo
ASSETS oo
Non-current assets ooood
Investment properties oooo 11 2,193,802 2,105,385
Property, plant and equipment 00000000 12 121,652 122,340
Goodwill oo 33,525 33,525
Interests in associates oooooao 1,336,911 1,304,277
Amounts due from associates oooocooao 225,911 206,478
Interests in jointly controlled entity oooOooooo 30,642 —
Available-for-sale investments ooooo 98,641 2,206
Interest in distressed assets oooooa 200,983 204,681
Deposit paid for acquisition 000000000
of investments 44,499
Deposit paid for acquisition O0o0oO0oooooao
of distressed assets 263,723
Deferred tax assets oooooao 18 1,336 1,336
Other asset oo00O 3,428 4,113
4,246,831 4,292,563
Current assets oooo
Inventories, at cost o0 —0a0ad 134 115
Stock of properties oooo 344,176 323,940
Loan receivables oo0ooO 128,850 144,216
Interest in distressed assets oooooa 282,140 347,301
Held-for-trading investments Ooo0o0ooo 360,721 364,030
Trade receivables oo0oo 13 7,601 4,400
Deposits, prepayments and OooO0ooooooo
other receivables Oooo 83,349 72,925
Amounts due from associates ooooooao 120,731 24,025
Amount due from jointly 0000000000
controlled entity 248,362 —
Restricted bank balances oooooa 334,268 269,600
Bank balances and cash oooocooao 464,774 341,540
2,375,106 1,892,092
Assets classified as held for sale O00o0oOO0OOooOo 263,723
2,375,106 2,155,815
TOTAL ASSETS oo00O 6,621,937 6,448,378
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Consolidated Balance Sheet
mEEBEEBER

As at 30 June 2006
ooOoooooooon

(Unaudited) (Audited)
oooooo oo0oon
At 30 At 31

June 2006 December 2005
oooooao oooooao
00000 OO0OO0OO0Oooo

Notes HK$’'000 HK$’000
oo ooo ooo
EQUITY oo
Capital and reserves ooooo
Share capital 00 14 361,342 337,742
Reserves 0ogd 3,942,396 3,505,280
Equity attributable to equity holders O0o0O0oOooOooooao
of the Company 4,303,738 3,843,022
Minority interests oooocoo 5,686 55,669
Total equit, oooo 4,309,424 3,898,691
LIABILITIES oo
Non-current liabilities oooOoo
Borrowings 00 16 6,325 6,900
Convertible note ooooo 401,869 437,280
Deferred tax liabilities 0o0oooo 18 230,038 187,979
638,232 632,159
Current liabilities oooa
Bank overdraft oooo 16 79,241
Trade payables oooo 15 35,861 19,175
Accrued charges, rental deposits O0o00DOO0oOO0ooOO
and other payables 00000 384,043 369,587
Amount due to associates Oooo0ooono 444,164 377,146
Accruals for management fee to 00000000000
holding company of a shareholder ooooo 14,883 65,881
Borrowings 00 16 572,579 572,578
Taxation payable ooono 5,267 5,084
Convertible note ooooo 217,484 428,836
1,674,281 1,917,528
Total liabilities goooo 2,312,513 2,549,687
TOTAL EQUITY AND LIABILITIES ooooooo 6,621,937 6,448,378
Net current assets oo0oo0o00o 700,825 238,287
Total assets less current liabilities oooCoooooo 4,947,656 4,530,850
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Consolida’red Statement of Changes in Equity
ReEmBERRK

For the six months ended 30 June 2006 (Unaudited)
ooooooooooooooonoonoononond

Attributable to equit. holders of the Compan,

gooooooooooo
Investment
Convertible  properties Asset  Capital
notes equit  revaluation revaluation redemption Minorit
Share Share  reserve  reserve  reserve  reseve  Negative Other ~Translation Accumulated interests Total

capital  premium 00000 0000 00 0000  goodsll  reserve  reserve  profits Total 0000 equit
00 0000 ©OOO 0000 O+oo0o oo poo  0O0D 0000 O+ooo ] 00 0000
HKS'000  HKS'000 ~ HKS'000 ~ HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000

nnn nnn nnmn nomn

mn nn ann ann nnmn nan nnn nnn nn
uoy uay ooy uoy ooa ooa L L L [ [l

oy oy ooy ooy guy guy oy

At 1 January 2006 01200601010 3104 91151 20,150 18,887 13992 605 28938 1464951 3843022 55669 3,898,691
(Gain on valuation gooooa

of buildings 0oo 1,659 1,659 1.659
Deferred tax liability ooooooo

arising on revaluation oooooo

of buildings (504) (504) (504)
Share of reserve of associates 00000000 3,551 3551 3,551
Net income recognised ooooooao

directly in equity ooooa 1155 3,551 4,106 4,106
Profit for the period oooo 32,600 332,600 468 333,068

Total recognised income and 0000000
expenses for the period ooooo 1,155 3551 332,600 337,306 48 337,774

Issue of shares upon exercise 00000

of share options aoooa 3,600 12,510 16,110 16,110
Share issuie expenses oooooo (13) (13) (13)
Issue of shares upon exercise 0000000

of convertible note ooooo 20,000 205,791 (10,075) 25,716 25,716
Paid 2005 final dividend 0200500000 (108,403 (108,403) (108,403)
Acquisition of additional equity 00000000

interest in a subsidiary ooooooo (50451  (50,451)
At 30 June 2006 120060 60 300 361342 2,176,045 10,075 0002 1399 605 32489 1,689,148 4303738 5,680 4,309,424
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Consolidated Statement of Changes in Equity

RERBREFBRE
For the six months ended 30 June 2006 (Unaudited)
ooooooooooooooooooooon

Attributable to equity holders of the Company

gooooooooooa
Investment
Convertible  properties Asset  Capital
notes equity  revaluation revaluation  redemption Minority
Share Share Teserve Teserve Teserve reserve  Negative Other ~ Translation  Accumulated interests Total

capital  premum 00000 0000 0OOO0 0COO  goodwil TESeIve Teserve profits Ttd 0000 equity
00 0000 0000 o©+ood ] 1] ooo 000D 0000 o0oo00 0o oo 0000
HKS'000  HK$'000  HKS000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HK§'000  HK$'000  HKS'000  HKS'000  HKS'000

nnn nn

n nnn nnn nn
] M 0n 0n My
oy ol

ad ad 10 ooo ooo ooo ooo ooo oan non 1an
ol ol ol oy oy uuy uud oy oy ol ol

At 1 January 2005 0200501010
as originaly stated oooo 351,734 1,957,757 20,150 49,823 13,763 - 12233 605 1994 1075663 3483722 136180 3619902
Effects of changes in oooooo
accounting policies: oooo - - - (49823) - - (1223 - - (BL531)  (143,587) - (143587)
As restated ooo 351,734 1,957,757 20,150 - 13,763 - - 605 1994 994132 3340135 136180 3476315
Gain on revaluation oooooo
of buildings ooa - - - - 4,965 - - - - - 4,965 - 4,965
Deferred tax liability ansing 0000000
on revaluation of bulldings 000000 - - - - (575) - - - - - (575) - (575)
Share of reserve of associates 00000000 - - - - - - - - 14 - 114 - 114
Net income recognised ooooooo
directly in equity ooooo - - - - 4390 - - - 14 - 5,104 - 5,104
Profit for the period 00oo - - - - - - - - — %4913 34913 3035 358,008
Total recognised income and 0000000
expenses for the period ooonoo - - - - 439 - - - T4 BAI3 360,077 3035 363112
Paid 2004 final dividend gan00000 - - - - - - - - — (6793 (87939 — (67,93
Acquisition of additional oooooooo
equity interest in oooooon
a Subsidiary - - - - - - - - - - - (86,914) (86914
At 30 June 2005 (120050 60 300 351,734 1,957,757 20,150 - 18,153 - - 605 2708 1261171 3,612,278 52,300 3,664,579
Note:
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Condensed Consolidated Cash Flow Statement

BHGEHEREMEK

For the six months ended 30 June 2006
ooooooooooooononn

(Unaudited)
oooooo
Si~.months ended 30 June
ooed3000000

2006 2005
ooooao ooooo
HK$'000 HK$’000
ooa ooo
Net cash generated from (used in) 00000000000 OO0
operating activities 106,923 (67,485)
Net cash generated from (used in) 0000000 DO0O0oOO
investing activities 95,087 (177,648)
Net cash generated from (used in) 00000000000 O0O0
financing activities 465 (21,279)
Net cash and cash equivalent movement 00000000000 202,475 (266,412)
Cash and cash equivalent at O0o0O00OO0o0OOO0O
the beginning of the period 262,299 1,370,730
Cash and cash equivalent at 0000000000
the end of the period 464,774 1,104,318
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Notes to the Consolidated Financial Statements

e B R AR M R

For the six months ended 30 June 2006
ooooooooooooononn

1.  BASIS OF PREPARATION

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

2.  PRINCIPAL ACCOUNTING POLICIES

The consolidated financial statements have been prepared under
the historical cost basis except for certain properties and financial
assets and liabilities, which are measured at fair values or revalued
amounts, as appropriate.

The accounting policies used in the consolidated financial
statements are consistent with those followed in the preparation
of the Group’s annual financial statements for the year ended
31 December 2005.

At 30 June 2006, the following new Hong Kong Financial
Reporting Standards (“HKFRSs””), Amendments and Interpretations
issued by the HKICPA were in issue but not yet effective:

HKAS 1 (Amendment) Capital Disclosures

gooo

ooooooooooooobooooo
000000000 oOmoooomao
016000000000 OOODOOO
Moo000mos34000b0000000
ooo

gooooo

odoooooooooooooooo
dooodooooooooooooo
ooooobooooboooooooo

dooodooooooooooooo
ooooooooooooobooooo
ooooooooooon

ooooooooooooobooooo
odoooooooooooooooo
0oooo0o0omooooboooao
oooooooo

HKFRS 7
HK(IFRIC)-INT 7

HK(IFRIC)-INT 8

HK(IFRIC)-INT 9

HK(IFRIC)-INT 10

Financial Instruments: disclosures
Applying the restatement approach
under HKAS 29 Financial Reporting
in Hyperinflationary Economies
Scope of HKFRS 2

Reassessment of Embedded Derivatives

Interim Financial Reporting and

Impairment

oooooao oooo
ooooo
oooooooro ooooooo
opoooooooao 0000000290
o0ooO00— 00oo0oO0nO
ooovo ooooooo
ooooooooo oooO0oOD200
o0ooO00— 00

00080
ooooooooo oooooooO
o0ooO00—

00090
ooooooooao ooooOooooo
o0oo00—

000100
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oooooooooooooono

3. TURNOVER AND SEGMENT

(continued)

()

Business segments

INFORMATION

The Group is organized into five operating divisions:

distressed assets business, investments, sales of properties,

property leasing and property management. These

operating divisions are the basis on which the Group

reports its primary segment information.

An analysis of the Group’s turnover and results by business

segments is as follows:

Turnover

Results
Segment results

Interest income

Surplus on revaluation of
leasehold properties

Increase in fair value of
investment properties

Gain on convertible note
at fair value through
profit or loss

Unallocated corporate
expenses

0oo

g0
oood

oooo
oboooooon

0o0oboOoDooo

oooobooboooo
goooboooo

gooooono

Si~.months ended 30 June 2006
goooboOoDOobOOOooOoon

Distressed
assets
business Sales of  Propert, Propert,

00 Investments properties leasing management Consolidated
oooo oo gooo gooo ooon o0
HK$'000  HK$'000  HKS$'000  HK$'000  HK$'000  HKS$'000

ooo ooo oon oon oon ooo
46,807 403,818 34,197 43,562 528,384
46,807 128,126 (1,614) 15,160 994 189,473
31,636

1,102

88,418 88,418

35,412
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3. TURNOVER AND SEGMENT INFORMATION 3. 0U0O0OOO0OO0OO0OU0Oooo

(continued)
(i) Business segments (continued) (i) ooooooo
Six months ended 30 June 2005
goooooOooOoCOOoDODOOo
Distressed
assets
business Sales of  Property  Property
OO0 Investments  properties leasing management Consolidated
oooo o0 0000 0O0OobD O0OoOoo oo
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
ooa ooo ooa ooa ooo ooao
Turnover 000 189,958 36,640 — 30,644 41,661 298,903
Results oo
Segment results oooo 189,946 21,277 (1,685) 16,783 1861 228,182
Interest income oooo 20,587
Surplus on revaluation of 000000000
leasehold properties 8,255
Increase in fair value of oooooooooo
investment properties — — — 55,630 — 55,630
Unallocated corporate oooonooo
expenses (17,872)
Finance costs 0000 (29,834)
Discount on acquisiton of OO0OO0D0OO0O0O
additional equity gooooon
interest in a subsidiary 73,476
Share of results of oooooooag
associates 59,885
Profit before taxation ooooo 398,309
Taxation oo (40,301)
Profit for the period o000 358,008
(i)  Geographical segments (i) Ooooao
An analysis of the Group’s turnover by geographical O00000000O00000O0
location of customers is as follows: oo0ooOoooOooo
Turnover
ooo
2006 2005
gooooo oooon
HK$'000 HK$’000
ooo ooo
Hong Kong 00 405,641 38,244
The PRC oo 122,743 160,659
Macau oo 100,000
528,384 298,903
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4. OTHER INCOME oood
2006 2005
ooooo ooooO
HK$'000 HK$’000
ooo ooo
Change of fair value of 0000000
held-for-trading investments Oo0o00o0o 57,313 9,265
Interest income oooo 31,636 20,587
Commission income oo0oo 916 520
Gain on disposal of Oo0ooooooo
investment properties oo 209
Bad debt recovered ooono 82
Exchange gain oooo 15
Others oo 158 2,745
90,023 33,423
5. FINANCE COSTS good
2006 2005
ooooo ooooO
HK$'000 HK$’000
ooo ooo
Interest on bank borrowings oooooO
— wholly repayable within —O0oooao
five years oooao 16,411 15,927
— not wholly repayable —O0o0o0ooo
within five years oooa 222 110
Interest on convertible notes oo0ooooood
wholly repayable within ooOoooooo
five years 7,812 13,797
24,445 29,834
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6. DISPOSAL OF A SUBSIDIARY

Net assets of a subsidiar,
disposed of comprise:
Interest in distressed assets

Amounts due to holding companies

Group’s share of net assets disposed
Gain on disposal of a subsidiary

Total consideration

Satisfied b, :
Cash

Net cash inflo s7 arising
on disposal:
Cash consideration

oooooboooo
agoooao

ooooono

ooooooono

oooooooooo
gooooooooooon

ooo

ooooan
oo

oo0oo0oooooooonoo

oooo

gooooo

2006
oooono

HK$'000
ooo

263,723
(239,994)

2005
oooon

HK$’000
ooo

23,729
2,550

26,279

26,279

26,279

26,279

The subsidiary disposed during the period had no significant

contribution to the Group’s operating results for the current

period.

7. TAXATION

The charge comprises:

Subsidiaries
PRC Enterprises Income Tax
Deferred Taxation (Note 18)

Taxation attributable to the
Company and subsidiaries

ooooooboo

oooao
ooooooo

0000000180

oooooooooooo

goooobooooboboooboooo
oooooooooooooao

ao
2006 2005
ooooao oooon
HK3$000 HK$’000
ooo ooo
500 233
42,533 40,068
43,033 40,301
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7. TAXATION (continued) 7. O0ooo
No provision for Hong Kong profits tax has been provided in the O0O000OO000ODOO0O0ODOOOoOoO
current period and in the previous periods since the assessable dooooOoOooOooooooooo
profit is wholly absorbed by tax losses brought forward. 000000000
The taxation charge of the PRC Enterprise Income Tax for the Oo0000OoO0O0OooOoOooOooooon
current and the previous period have been made based on the 0000000000 00OO0O0O0
Group’s estimated assessable profits calculated in accordance O0O000OO000ODOO0O0ODOOOoOoO
with the relevant income tax laws applicable to the subsidiaries ooooo
in the PRC.
8. PROFIT FOR THE PERIOD 8. Uoon
2006 2005
ooooo ooooao
HK$'000 HK$’000
ooo ooo
Profit for the period has been oodooooo
arrived at after charging:
Auditors’ remuneration ooo0oo 1,200 1,042
Depreciation 00 3,653 3,266
Loss on disposal of property, plant O0o0O0oO0oopooooo
and equipment 000 2 34
Repairs and maintenance fund O0o0D00O0O0O0oOooa
expensed relating to the Group’s O0o0O0oOooo
investment properties in the PRC 686 686
Operating lease rentals inrespectof 000000000000
land and buildings 1,791 626
Staff cost including directors’ 00000000000
remuneration and the retirement 0000001,427,0000 O
benefit costs of HK$1,427,000 O00O000001,032,000000
(2005: HK$1,032,000) 26,260 20,142
Share of tax of associate (includedin 0O O0O0O0O0O0O
share of results of associates) oooooOoooOooboOooo 2,293 —
Share of tax of jointly controlled entity 0O O0OO0OO0O0OO
(included in share of results O0o000000000O0O0ooO00
of jointly controlled entity) 1,570 —
And after crediting: ooooo
Rental income under operating leases 0000000000
less outgoings of HK$1,501,000 0000150100000
(2005: HK$654,000) 00000 0O0e54,000000 32,300 29,990
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9. DIVIDENDS

On 6 June 2006, the Company paid a dividend of HK$0.06 per
share, totaling HK$108,403,000, to the shareholders as final
dividend for the year ended 31 December 2005.

On 3 June 2005, the Company paid a dividend of HK$0.05 per
share, totaling HK$87,934,000, to the shareholders as final
dividend for the year ended 31 December 2004.

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

10. EARNINGS PER SHARE

The calculation of the basic and diluted earnings per share
attributable to the ordinary equity holders of the Company is
based on the following data:

Earnings: ooo
Earnings for the purpose of basic O0o000O00O0ooOOoo
earnings per share (profit for the 00

Si~.months ended 30 June
ooooooooooao

2006
ooooao

HK3$000
ooo

2005
oooon

HK$’000
ooo
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10. EARNINGS PER SHARE (continued)

Number of shares

good
In thousand
0
2006 2005
goood ooogd
Number of shares: ooooao
Weighted average number of shares 00000000000
for the purpose of basic 00000000
earnings per share 1,752,240 1,758,672
Effect of dilutive potential ordinary gooO0ooooooon
shares from
— convertible notes —Qooooo 282,460 338,814
— share options —0ono 16,351
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14. SHARE CAPITAL

Ordinary share of HK$0.20 each
Authorized:
At 31 December 2005 and

30 June 2006

Issued and fully paid:

Balance at 31 December 2005

Issue new shares upon exercise of
share options

Issue new shares upon exercise of
convertible note

At 30 June 2006

14.

oopoQooz2000OOO

oooood

0000ooboOooboOoooo
oooooboooooao

ooooooooo
0000ooboOooboOoooo
oo0o0ooooooono

gooooooooooa

000o0oooO0ooooao

00
Number of Nominal
shares value
oooa oo0no
HK$’000
ooo
4,000,000,000 800,000
1,688,709,611 337,742
18,000,000 3,600
100,000,000 20,000
1,806,709,611 361,342

15. TRADE PAYABLES

15.

The following is an aged analysis of trade payables at the balance

sheet date:

0 to 30 days
31 to 90 days
Over 90 days

ooooao
agoooooono
ooooo

gooo

dooodooooooooooooo

30 June 31 December
2006 2005
ooooo ooooo
00000 OD00D0O0oao
HK$'000 HK$’000
ooo ooo
9,629 6,324
2,878 8,428
23,354 4,423
35,861 19,175
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16. BORROWINGS 16. OO
The bank loans bear interest at commercial rates and are secured 000000 O0O0OoOOO0OoOoOoOon
by certain investment properties and leasehold properties of the 0000000000 O000OO0O0O0
Group. The related obligation is repayable as follows: O0oo0oOooOoooOooooo
30 June 31 December
2006 2005
ooooo oooon
00000 ODooboooo
HK$'000 HK$’000
ooo ooo
Bank overdraft — secured 0000 O 00O 79,241
Bank loans — secured 0000 O 000 578,904 579,478
578,904 658,719
Carrying amount repayable: O00D00000D0O0O0000
On demand or within one year 00000000 572,579 651,819
More than one year, but not 0000000000
exceeding two years 1,150 1,150
More than two years, but not Oooooooocoo
exceeding five years 3,450 3,450
More than five years oooo 1,725 2,300
578,904 658,719
Less: Amounts due withinoneyear OO0OO0O0OO0O0OOOO
shown under current liabilities O0oooono
— Borrowings Oooao (572,579) (572,578)
— Bank overdraft Ooooo (79,241)
6,325 6,900

17. PLEDGE OF ASSETS

At 30 June 2006, the Group has pledged certain investment
properties and leasehold properties which have an aggregate
carrying value at the balance sheet date of approximately
HK$1,943,672,000 and HK$81,200,000 respectively to secure
general banking facilities granted to the Group.

42 | silver Grant International Industries Limited | 0 0 0 0 0 0 0O 0O 0O O



Notes to the Consolidated Financial Statements

e MEmRME
For the six months ended 30 June 2006
ooooooooooooooon

18. DEFERRED TAXATION

The followings are the major deferred tax assets and liabilities
recognised and movements thereon during the current and prior

reporting periods:

Accelerated ta-. Revaluation  Distressed Convertible
depreciation of properties assets  Ta-Josses notes Total
gooooao gooao gooo gooo 00000 oo

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

At 1 January 2005 0ooooooooo (55) (65,128) (32,494) 18,555 (4,054) (83,176)
Effect of changes in accounting policies ODO0DODO0DD — — (14,479) — — (14,479)
A 1 January 2005, as restated ooooo0ooon

ooo (55) (65,128) (46,973) 18,555 (4,054) (97,655)
(Charge) credit to income fortheyear OO0COO0000000D — (47,314 (39,274) (3,961) 2,100 (88,449)
Charge to equity for the year oooooooo — (539) — — — (539)
At 31 December 2005 goopoooooo

oooo (55 (112,98) (86,247) 14,594 (1,954)  (186,643)
(Charge) credit to income for the period OO0 O O0000000D — (29,028) (14,042) — 537 (42,533)
(Charge) credit to equity for the period OOCOOO000DO000D — (504) — — 978 474
At 30 June 2006 pcoooooooooo (55 (142,513)  (100,289) 14,594 (439)  (228,702)

For the purpose of balance sheet presentation, certain deferred
tax assets and liabilities have been offset. The following is the

analysis of the deferred tax balances for financial reporting

purposes:
30 June 31 December
2006 2005
ooooao oo0ooao
00000 OO0O0OO0OooaO
HK$'000 HK$’000
ooo ooo
Deferred tax assets oooooao 1,336 1,336
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19.

20.

INTEREST IN COMPETITORS 19. 00000000
During the six months ended 30 June 2006, none of the 0000000000 O000OO0O0O0
directors or the management shareholders of the Company Ooo00ooOoOoooOoOooooOoon
or their respective associates had an interest in a business, 000000 O0O0OoOOO0OoOoOoOon
which competes or may compete with the business of the 0000000000 O000OO0O0O0
Group. oooo
RELATED PARTY TRANSACTIONS 200 0OOOOO
During the current period, the Group entered into the Ooo00ooOoOoooOoOooooOoon
following transactions with related parties: oono
2006 2005
oo0ooo oo0oono
HK$'000 HK$’000
ooo ooao
Property management fee income 00000000000
from an associate (note a) O00000000a0 62 42
Interest on convertible notesissued 0000000000
to shareholders (note b) 00000000bO 7,812 13,797
Interest income from Oo0ooooooooodced
associates (note c) 11,393 —
Rental income from an ooooooooo
associate (note a) O0000000a0d 117 97
Performance return received from 0oo00oO0oOoobo oo
a fellow subsidiary of O000000000do
a shareholder (note d) 100,000
Consultancy fee paid to OO0oO0o0ooOoo
an associate (note d) O000000dO 467
Notes: ooo
(@) The transaction price was determined and agreed between the (a) 0oO0o0bOO0OOooOoOoooOoooOo
Group and the related parties on the basis of estimated costs 0o0ooooboOoOoooOOooooOo
incurred.
(b) Interest is charged at 1.5% and 4.48% per annum. (b) 0000001.5%04.48%0 00
(c) Interest is charged based on the interest rate agreed by both (c) 0o0o0o0o0oOoooooooon
parties.
(d) The transaction was carried out in accordance with the terms (d) 0oooooOOoOOoooOoOoooOo

of relevant agreements.

Details of balances with related companies and other

transactions with related parties are set out in the

consolidated balance sheet.

OooooboOooooooooooo
gooooooooo

44 | Silver Grant International Industries Limited | 0 0 0 0 0 0 0O 0O 0O O



	Financial Highlights
	Corporate Information
	Managing Director's Statement
	Corporate Governance & Other Information
	Consolidated Income Statement
	Consolidated Balance Sheet
	Consolidated Statement of Changes in Equity
	Condensed Consolidated Cash Flow Statement
	Notes to the Consolidated Financial Statements

