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Financial Highlights
MBERE

2006 2005
goood ooood
HK$'m HK$'m Changes
oooo oooo oo
Turnover ooo 528 299 7%
Profit Attributable to Equity Holders oooooooo
of the Company gooo 333 355 (6%0)
Total Assets ooon 6,622 6,234 6%
Equity Attributable to Equity Holders O0o000O000
of the Company oooo 4,304 3,612 19%
Cash & Bank Balances ooooooo 799 1,173 (32%)
Net Borrowings oooo 399 249 60%
Key Performance and 000000000 HK$ HK$ Changes
Liquidity Indicators: ooooo oo oo 0o
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 X 6 X (17%)
Return on Capital Employed (note 2) 0000000020 15% 20% (25%)
Return on Total Assets (note 3) 00o00000o0o3o 10% 11% (9%)
Gearing Ratio (note 4) O000000ano 28% 39% (28%)
Adjusted Gearing Ratio (note 5) 000000000oso 9% 7% 29%
Current Ratio (note 6) O0000ooed 1.4 x 1.4 x —
Interest Coverage (note 7) Oo0o00ooOooooro 19 x 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:

Executive Directors

Gao Jian Min (Managing Director)

Liu Tianni (Deputy Managing Director)
Gu Jianguo

Chen Yongcun

Chow Kwok Wai

Non-executive Directors

Chen Xiaozhou (Chairman)

Hui Xiao Bing (Vice Chairman)

Yuen Wing Shing

Independent Non-executive 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 good

171 171
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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
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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

6 | Silver Grant International Industries Limited| oooooooooad



Managing Director’s Statement
EERARKERS

BUSINESS REVIEW & PROSPECTS

Property 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
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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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ooboboobooooooooooooobon
ooooomoooomooooooooo
640 00000300 00000000000
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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

Exchange Exposure & 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

ESHKERE
FINANCIAL REVIEW (Continued) OUdUdUooo
Exchange Exposure & Hedging (Continued) O0o0Oo0oooooao

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 & Borrowings 0000000

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 & Borrowings (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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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
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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.
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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

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 0OO0OOOOOOOOOOOO
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
goooao
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
underlying share capital

Name of directors Capacity shares O0O0o0oo0o

oooao oo oooooboo ooooo

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

ooo oo0oooooooo

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

ooo ooooooooo

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

ooo oo0oooooooo

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 notifiedto OO0 00000

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
oooooo

Silver Grant International
Holdings Limited

China Cinda Asset
Management
Corporation

O00o0ooooooao

Citigroup Inc.

gooo

ooboooobooboooooooooooo
ooooobo3seboooooooooon
oobooboobooboooooooooooo

oooooooooooswbhoooooo

oooo

ooboooobooboooooooooooo

ooooboooon

Number of
ordinary Underlying
Capacity shares shares
0o oooo ooono
Beneficial owner 141,270,022 —
ooooo
Interest of controlled 420,700,000 100,000,000
corporation (Note 2)
oooooooo ooooo
169,450,000 shares as 173,559,000 138,813,559
beneficial owner, (Note 4)
3,959,000 shares as ooooo

approved lending agent,
150,000 shares as
person having a security
interest in shares and
138,813,559 underlying
shares as beneficial owner
169,450,0000 D OO OO OO
3,959,0000 00D OO
0OO0o0oOi1s50,00000000
0o0ooO0oooooo
138,813,5590 0 0 00
oooaoo

Percentage

of the issued

Total share capital
interests 000000

oooao ooooao
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

ooooao
Outstanding at Outstanding at
1 January 2006 Exercised 30 June 2006
Subscription price oooooo during oooooo
per share Exercisable period ooooo the period oooooo
ooooao oooooo oooo ooooao oooo
HK$
oo
Old Scheme
ooao
0.967 09/01/1997 — 08/01/2007