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The Hong Kong Building and Loan Agency Limited

?%EFE
DA RB REME R

The Board of Directors (“Board"”) of The Hong Kong Building and Loan Agency
Limited (“Company”) is pleased to announce the unaudited condensed
consolidated results of the Company and its subsidiaries (*Group”) for the six

months ended 30th June, 2006 with comparative figures as follows: FIE

Condensed Consolidated Income Statement

SRR

For the six months ended 30th June, 2006
a:l:—v 7/\ﬂ£/\ﬂ +E|_IJ:/\1.H

KERAB([ARF]) 2E&EE ((EFE)DM

A([ARBBE_TTRF

/‘Tﬂ =T HIEANEAZ REEZERGA FEERLLERE

Six months ended 30th June,
BZEANA=1THLAEA

2006 2005
—EERE —ZETRF
(Unaudited) (Unaudited)
(REEER) (RIEEZ)
Notes HK$'000 HK$'000
Bt FET FAET
Revenue Weas 5 36,344 67,999
Interest income FLEMA 4,020 1,684
Net realised gain on disposal of HEREEERE
investments held-for-trading 2 BEB R FEE 2,245 416
Unrealised (loss) gain on REEEREZ REH
investments held-for-trading (E18) & A (631) 661
Other investment income EHARERA 853 228
Other income EaUA 128 201
Administrative expenses TR (828) (1,365)
Other operating expenses HA Mz (1,681) (1,060)
Net exchange losses bE 5 B8 558 - (2,789)
Profit (loss) before taxation B AR A (B518) 6 4,106 (2,024)
Taxation Ti1a 7 (31) -
Profit (loss) for the period B & A (E518) 4,075 (2,024)
Attributable to: FEAE
Equity holders of the Company RARRER 4,075 (2,024)
HK cents HK cents
Bl BN
Earnings (loss) per share FRAEF (E58) 9
Basic Vi 1.8 (0.9)
Diluted e N/ATE R N/AZ 38 F
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Condensed Consolidated Balance Sheet

BRGEEEAER

At 30th June, 2006
R-ZTRFANA=TH

At At
30th June, 31st December,
2006 2005
—EBEXREF —EETRF
ANA=+H +=ZA=+—H
(Unaudited) (Audited)
(REER) (EEZ)
Notes HK$’000 HK$'000
et FET FET
NON-CURRENT ASSETS FRBEE
Plant and equipment Y S e 20 10
Mortgage loans ZIBER 10 6,044 723
Deferred tax asset EIEFIEE E 13 3,365 3,396
9,429 4,129
CURRENT ASSETS RBEE
Mortgage loans RI|ER 10 3,544 4,457
Investments held-for-trading REEEREA 11 27,466 41,495
Prepayments, deposits and other receivables TERTFRIA « 1Re RE MR RIE 437 423
Cash and bank balances e MIRTTH 184,801 170,940
216,248 217,315
CURRENT LIABILITIES nREEE
Other creditors and accruals HENER R ETE A 992 834
NET CURRENT ASSETS REBEEFE 215,256 216,481
224,685 220,610
CAPITAL AND RESERVE BEXR#EE
Share capital &% 12 225,000 225,000
Reserve B (315) (4,390)
224,685 220,610
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Condensed Consolidated Statement of Changes in Equity
B e RS B

For the six months ended 30th June, 2006
HE_ZTTFAA=THIENEAR

Attributable to equity holders of the Company

AATRRES
Accumulated
Share capital losses Total
;&N 2R et
(Unaudited) (Unaudited) (Unaudited)
(RBER) (REEER) (REEER)
HK$°000 HK$°000 HK$'000
F#Er FET FET
At 1st January, 2005 R-ZZEZTRF—A—H 225,000 (5,625) 219,375
Loss and total recognised expenses REAR TR R B RER
for the period 48758 - (2,024) (2,024)
At 30th June, 2005 RZZEZTRFA=+H 225,000 (7,649) 217,351
At 1st January, 2006 R-EEAE—A—H 225,000 (4,390) 220,610
Profit and total recognised income AN HAR & A 5 B 1R
for the period N - 4,075 4,075
At 30th June, 2006 RZZEZERFARAA=+H 225,000 (315) 224,685
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Condensed Consolidated Cash Flow Statement

&5 ™ A i —1
ERGERERER
For the six months ended 30th June, 2006
HE_ZTTFAA=THIENEAR

Six months ended 30th June,
BZEANA=1THLAEA

2006 2005
—e®xE  —TTIA
(Unaudited) (Unaudited)
(REER) CREEER)
HK$°000 HK$°000
FET FET
Net cash from operating activities WEEREEZRSFRE 13,874 3,632
Net cash used in investing activities REEBAZ IR R (13) )
Net increase in cash and cash equivalents R& RIS EEYILINFE 13,861 3,630
Cash and cash equivalents at 1st January R—A—BZReKREFED 170,940 168,144
Cash and cash equivalents RAA=Z+RHEZBAESR
at 30th June, represented by ReFEY
Cash and bank balances R RIRITAER 184,801 171,774
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Notes to the Condensed Consolidated Financial Statements

R BRAR S IR AR MYt

For the six months ended 30th June, 2006

=

E-FTAEAA=TAIEAEA

1.

BASIS OF PREPARATION

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

SIGNIFICANT ACCOUNTING POLICIES

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

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

APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS

In the current interim period, the Group has applied, for the first time, a
number of new standard, amendments and interpretations (“new
HKFRSs"”) issued by the HKICPA, which are either effective for accounting
periods beginning on or after 1st December, 2005 or 1st January, 2006.
The adoption of the new HKFRSs had no material effect on how the
results for the current or prior accounting periods have been prepared
and presented. Accordingly, no prior period adjustment has been required.

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

mREE

AR A B BRRIIREREB AR SM AR AT
(BE2Pr)) B LM AR R (T MR Mk 1 6P,
ERBEERE  URBEETAERMIBEE
FHERIZE 345 [h EAR 5 s AR S -

FEEFHER
AR A SRR TIRE LR AR - AT
SBTARATE(NER) ;HERI -

ARG A PERRARA 2 St BER AR B RS
BE_TERF T A=t HLFEZ2FUBR
RFFERAE -

FEREEVEREER

R NEBE BN EAEASTMAER
EHWEAR—EERF T A —Bx=TETRF
—RA— Az z&FAA ST MM ZIERETER] - (8
IR ((FEBMIIREER]) RN ASHH
HREEAGAS TR AT R 2ERER
EFHAWESAFE - At - BEFLHATEAE -

AREE BT F A RBE R R ERZ AR E
A - BRI - AAREEE  EAREFEL -
BTk R BE A EE 2 ZERM BRI EE R
@,
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Notes to the Condensed Consolidated Financial Statements

R BRAR S IR AR MYt

For the six months ended 30th June, 2006

=

BT RFRA=ZTHIEAEA

4,

BUSINESS AND GEOGRAPHICAL SEGMENTS

Business segments

The Group’s primary format for reporting segment information is business

segment.

Analysis of the Group’s business segmental information is as follows:

ERREESF
ES Pl
REB 2R BER 2 LB AR BE D REAEE -

REBEBDRER DN

Six months ended 30th June, 2006
BE-EEXNEANA=THILAEAR

Mortgage Treasury
finance investments Total
RIBREE BBRE a5t
HK$'000 HK$'000 HK$'000
FET FET FHET
Segment Revenue: DHEBUA
Revenue Wz 829 35,515 36,344
Other income EUA 128 - 128
957 35,515 36,472
Segment result DEPFELE 791 5,658 6,449
Unallocated expenses ROEHZ (2,343)
Profit before taxation BRA AT ] 4,106
Taxation 18 (31)
Profit for the period AR R A 4,075
Six months ended 30th June, 2005
HE-_ZZRFEA=THIEA
Mortgage Treasury
finance investments Total
RIBmE MBIRE BE
HK$'000 HK$'000 HK$°000
FHT FET FAET
Segment Revenue: DEUA
Revenue Wz 127 67,872 67,999
Other income HAbUg A 128 73 201
255 67,945 68,200
Segment result DEBELE 196 97 293
Unallocated expenses ROEHZ (2,317)
Loss before taxation BRELATES 18 (2,024)
Taxation THIE -
Loss for the period REARE &R (2,024)

During the current and prior periods, there were no inter-segment

transactions.

WAHREFBESRE - YRS FB 25
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Notes to the Condensed Consolidated Financial Statements

ARARS B IS SRR IRE

For the six months ended 30th June, 2006
BE2_ZZ X FRNA=ZTAHLENEA

4. BUSINESS AND GEOGRAPHICAL SEGMENTS (conminuep) 4. ¥BRHESI @
Geographical segments HEZD B
During the period under review, less than 10% of the operations of the REEEHAA - $'§IEAE‘%J«XM\%EL?‘T&ﬁF%}%
Group in terms of revenue, segment results and assets were carried on or AN IR 2 WS pEfEENEEZLLEY D
were situated outside Hong Kong. Accordingly, no geographical segmental 10% ° Hit - W@ D HER -
information is shown.
5. REVENUE 5. W=
Revenue represents interest income on mortgage loans and gross income WEIBRIBE A B A R IBIRE R A 4R - met
on treasury investments which includes sales proceeds from securities BIRBWANBERIEZARI ZGEHERIE « 1777
trading, interest income on bank deposits and dividend income. K2 FBWA R BN -
An analysis of the revenue of the Group by principal activity is as follows: BEZEBE S 2 AEE Rz AT -
Six months ended 30th June,
BEXA=tHLXEA
2006 2005
—ETRE —EThHEF
HK$’000 HK$°000
FET FAET
Mortgage finance: RIBEA
Interest on mortgage loans RIREFHFE 829 127
Treasury investments: Mg
Interest on bank deposits RITIF B 3,191 1,557
Sales proceeds of investments HERIEEERAZ
held-for-trading HERIA 31,471 66,087
Dividend income Az S A 853 228
36,344 67,999
6. PROFIT (LOSS) BEFORE TAXATION 6. BRBIADGER (B18)

Profit (loss) before taxation has been arrived

at after charging:

BrBiAnE A (B8 Bk

Six months ended 30th June,
BZEXNA=1+HIEAEA

2006 2005

—ZTRE —TEREF

HK$°000 HK$'000

FET FET

Depreciation e (3) (12)

Operating leases payments HeXH (42) (453)
Impairment allowances RIEE TR BERE

for mortgage loans (166) (59)
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Notes to the Condensed Consolidated Financial Statements

I~

R BR AR S B S s ak M =

For the six months ended 30th June, 2006

=

E-FTAEAA=TAIEAEA

7.

TAXATION 7. BE
Six months ended 30th June,
BEAA=1tHILAXEAR
2006 2005
—EEXRE —ETRF
HK$'000 HK$'000
FET FAET
Hong Kong B
Current tax REARERIIE - -
Deferred tax: (note 13) EIERIE « (BYaE13)
Current period ANEARE 31 -
31 -

No current tax is payable on the profit for the period arising in Hong
Kong since the assessable profits are wholly absorbed by tax losses brought
forward. For the six months ended 30th June, 2006, tax charge represents
utilisation of deferred tax assets recognised in prior years. No provision
for Hong Kong Profits Tax has been made in the prior period as the Group
did not generate any assessable profits during the prior period.

Hong Kong Profits Tax is calculated at 17.5% (2005: 17.5%) of the
estimated assessable profits for the period.

INTERIM DIVIDEND

No dividend was paid or proposed during the six months ended
30th June, 2006, nor has any dividend been proposed since the balance
sheet date (2005: Nil).

EARNINGS (LOSS) PER SHARE

Basic earnings (loss) per share is calculated based on the profit for the
period attributable to equity holders of the Company of HK$4,075,000
(2005: loss of HK$2,024,000) and on 225,000,000 (2005: 225,000,000)
ordinary shares in issue during the period.

No diluted earnings (loss) per share is presented for the periods ended
30th June, 2006 and 2005 as there were no potential ordinary shares
during these two periods.

AR N 2 B BUR AT 2 BB BT RIS - MU
RREBEL ST EENTIR - BE—TTX
NAZTBIEAER - BRI HHIRERBEFEATHE
RZBERBAEE - ARASERBERRLEES
ERIERVOEN - BUBEBFL B BB NS
1o

FRNFR IR ASE G BRTVEMIZ17.5%
(ZZZRHF  17.5%) I BIRFTH »

FEIRE
HE-ZZEEREANA=THIEANEATES NS EE
ARIRE - BEEBURIERZRTEMRE
(ZZEZTRF | o

BREF (&58)

BREARZEF (E8) IR EAR D IR AN EARE FE 1
% 74,075,0008 0 (ZEEHF « 582,024,000
L) RABERNE#TE®R225,000,000%
(ZZZ R : 225,000,0000%) 5H& -

HRBZE-_ZERERNA=ZTER-ZZEZTRF A
=+ B -AEE M A BB - R ELEX
MERE27#EER 2 SREN (B8
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Notes to the Condensed Consolidated Financial Statements

R BRAR S IR AR MYt

For the six months ended 30th June, 2006

=

E-FTAEAA=TAIEAEA

10. MORTGAGE LOANS

At At
30th June, 31st December,
2006 2005
R-BEXRF R-ZTTRHEF
~NA=+HB +=-A=+—H
HK$’000 HK$'000
FET FET
Fixed-rate loan receivables B EREWRE 2,089 4,000
Variable-rate loan receivables TFENF R ERE TR 7,499 1,180
9,588 5,180
Carrying amount analysed REBRE DN REE :
for reporting purposes:
Current assets (receivables within mEEE(BEER®RI2ERAN
12 months from the balance sheet date)  ZREWE) 3,544 4,457
Non-current assets (receivables after IRBEE(BLEEHRI2EAR
12 months from the balance sheet date) 7 JEULE ) 6,044 723
9,588 5,180

Fixed-rate loan receivables and variable-rate loan receivables are secured
by mortgage loan properties, bearing interest at effective market interest

rates.

Included in the carrying amount of loan receivables at 30th June, 2006 is
accumulated impairment allowances of HK$171,000

(at 31st December, 2005: HK$151,000).

The aged analysis of the mortgage loans, based on payment due date,

[E]TE ) R FE U R BT B R U B SR IA IR IB M 26 4R

o WIRERTISHEE -

RIZEZNENA=THRKERZERENBRER
FHRERE171,0008 L (ZEERE+ A

=+—8 : 151,000/ 7T) °

B E R (CIREE) RN REH B ZARE D740

and net of allowance, is as follows: T:
At At
30th June, 31st December,
2006 2005
R-BERE RZZETRF
ANA=+H +=-A=+—H
HK$'000 HK$°000
FET FET
0 - 30 days 0—30H 9,487 4,483
31 - 180 days 31—180H - 552
181 — 365 days 181—365H 101 145
9,588 5,180

The fair value of the Group’s mortgage loans, determined based on the
present value of the estimated future cash flows discounted using the
effective interest rate at 30th June, 2006, approximates to the carrying

amount of the loans.

RZZBTRFRA=ZTE AEEZRBERZ AT
BEDREBEGEFAARCESREBREREN MR 2R

B BERZEEERS -
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Notes to the Condensed Consolidated Financial Statements

ARARS B IS SRR IRE

For the six months ended 30th June, 2006
BE2_ZZ X FRNA=ZTAHLENEA

11. INVESTMENTS HELD-FOR-TRADING

1. BEEERE

Investments held-for-trading include: HEEERERE
At At
30th June, 31st December,
2006 2005
RZBEARF RZZEThEF
AA=+HB +ZA=+—H
HK$’000 HK$'000
FET FET
Equity securities listed in Hong Kong REE ETRAES 27,466 41,495

The fair value of the above investments held-for-trading is determined
based on the quoted market bid prices available on the relevant exchange.

12. SHARE CAPITAL OF THE COMPANY

PR EREZ A EETIREMRX S MM
mEEAEBEE °

12. NAFRA

At 30th June, 2006

&

31st December, 2005
RZZEZEXRERA=+HEK
—EERF+-_A=+—H

HK$’000
FET
Authorised: EE
300,000,000 ordinary shares of 300,000,000/ =R HE1E
HK$1.00 each 1.00/ 7T 2 FimARAR 1) 300,000
Issued and fully paid: ERITRHRE
225,000,000 ordinary shares of 225,000,000 &A% A
HK$1.00 each 1.00% 7T 2 Eimp 225,000

13. DEFERRED TAXATION 13. BRI
The following are the deferred tax asset recognised and movement thereon AN R AR SR F R B IR & 2 A
during the current period and prior year: 2a
At At
30th June, 31st December,
2006 2005
REZBEXRF RZZETREF
RA=tH +ZA=+—H
HK$°000 HK$'000
FHET FAET
At 1st January, 2006/1st January, 2005 R_EEF—A—8/-ZETHF—A—H 3,396 3,396
Deferred tax charged for the HAR,FE R 2 BRI (HE7)
period/year (note 7) (31) -
At 30th June, 2006/31st December, 2005 RZ=ZZTZEAFA=+H
—TERFETA=1+—H 3,365 3,396

11
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Notes to the Condensed Consolidated Financial Statements

=
’%m/\

B A5 #R 2R Y =t

For the six months ended 30th June, 2006
BE2_ZZ X FRNA=ZTAHLENEA

13.

14.

DEFERRED TAXATION (conTinueD)
Deferred tax asset has arisen from unused tax losses available for offsetting
against future taxable profit.

At the balance sheet date, the Group has unused tax losses of
approximately HK$41,131,000 (at 31st December, 2005: HK$41,311,000)
available for offset against future profits. A deferred tax asset has been
recognised in respect of HK$19,228,000 (at 31st December, 2005:
HK$19,408,000) of such losses. No deferred tax asset has been recognised
in respect of the remaining HK$21,903,000 (at 31st December, 2005:
HK$21,903,000) due to the unpredictability of future profit streams, and
the unrecognised tax losses may be carried forward indefinitely.

OPERATING LEASES ARRANGEMENT

At balance sheet date, the Group had commitments for future minimum
lease payments under non-cancellable operating leases which fall due as
follows:

13.

14.

EEBIE @
IREFLIAE B JhE - B 0] MR SR R ER TR F 2
RERATISEE -

REER  AEBE2AEARBEENA
41,131,000t (R=_ETHF+_-_A=+—8:

41,311,00077T) A] AR REE R EF) - ERZEEE
R ZIELIBEE 519,228,000/ T (M- TTRHF
+=B=4+—H : 19,408,000/ 7T) ° R ATEA
IR TR - I E 52 25821,903,0008 7T

(MR=—ZZERF+-A=+—H : 21,903,000 7T)
BRIEEMBEE - MWARMER 2 BT 18 AT R At
4hEE o

EEBRNLH

WEEE - AEBRE T BN 2B OMEN KR
2 SERERANT

At At

30th June, 31st December,

2006 2005

R-BERE RIZEZTRHF

~A=+HB +=ZA=+—H

HK$°000 HK$°000

FET FET

Within one year —FRA 21 57
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Notes to the Condensed Consolidated Financial Statements

ARARS B IS SRR IRE

For the six months ended 30th June, 2006
BE2_ZZ X FRNA=ZTAHLENEA

15. RELATED PARTY TRANSACTIONS
During the period, the Group entered into the following transactions with
related parties:

15. EBREALRS
AR A EEREMEATITIUTRS -

(A) WMAKRBMXIER :
Six months ended 30th June,
HZEARA=1+THLAER

(A) Income and expense items:

2006 2005
TEEXRE ZETHEF
HK$°000 HK$°000
FET FET
Rental paid to an intermediate mMAEERARZNES
holding company 36 -
Commissions paid to fellow EIEEIGI=YNSIFR KA
subsidiaries 122 -
Rental paid to a previous MBI EER AR AHEE
intermediate holding company - 453
Commission paid to a previous mAIRRMB AR AL
fellow subsidiary - 276

(B) *EEERE M
AHEAETEERBE 20T ¢

(B) Compensation of key management personnel
The remuneration of key management during the period is as follows:

Six months ended 30th June,
BZEARA=t+THLAER

2006 2005

—ETRE —TTRHF

HK$’000 HK$°000

FET FET

Short term benefits SRR 105 226

13
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Interim Dividend

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

Discussion and Analysis of Interim Results

As highlight by various economic indicators, there had been robust growth in
Hong Kong economy during the interim period. The Group’s treasury
investments recorded significant increases in profit in line with rises in stock
markets though market volatility always persists. On the other hand, activity
level in the Group’s mortgage finance business segment still remained at low
level reflecting the general state of property transactions in Hong Kong. For
the period ended 30th June, 2006, the Group recorded a profit attributable to
equity holders of the Company of HK$4.1 million (2005: loss of HK$2.0 million)
with revenue of HK$36.3 million (2005: HK$68.0 million).

Results for the period
Principal businesses of the Group remained as mortgage finance and treasury
investments.

The competition in mortgage finance market remained keen and interest margin
continued to stay low as the property transaction volume was affected by the
successive increases in interest rates in the market. The revenue contributed by
mortgage finance increased to HK$0.8 million (2005: HK$0.1 million) and profit
contributed by mortgage finance also increased to HK$0.8 million (2005: HK$0.2
million).

The revenue contributed by the treasury investments dropped to HK$35.5 million
(2005: HK$67.9 million) as a result of decrease in securities trading activities.
However, profit contributed by treasury investments increased to HK$5.7 million
(2005: HK$0.1 million).

Total assets

At 30th June, 2006, total assets increased to HK$225.7 million (at
31st December, 2005: HK$221.4 million). All assets are denominated in Hong
Kong dollars and henceforth there was no exposure to exchange rate risk.

The Group maintained a very strong liquidity position throughout the period.
At the balance sheet date, the Group had listed investments amounting to
HK$27.5 million (at 31st December, 2005: HK$41.5 million) and cash and bank
balances amounting to HK$184.8 million (at 31st December, 2005: HK$170.9
million).

FHEIRR
B TERREEEZE ST NFAA=ZTHILEAEARZ
FHIRE (ZEERF - &) o

I:F' %:nﬁZn:FnHH& *ﬁ

RZIEEERZERY - HECERNEBEDRE - B2
REMISEEERMKE - EREERT LA - AEB 2B
WEIHEESEAIBZAEER - 53— AEB 2%
EREEBEHENARE  BESMEIFNIH 2 EE
RRAR - HE-STRNENAZTH LR AEBS
BARARBRREMEFANBEET(CEERF : FE2.0

BEBT AP A363EEHT (TR : 68.0
BEBT) °
VNGNS

RERE MM EIREDRBAEB 2 TBE -

AR ERIREZTISH RSELAMZE -
BRFNAER - BENMFERE - RIBRE 2 =180
ZOSEBAET(CZTZEREF 0188 BT)  MiBAE
ZEHMIEME0.SHEET(ZEZRF 1 0.288
) °
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Discussion and Analysis of Interim Results

(continued)

Capital structure

Currently, the Group is debt-free. There were no charges on the Group’s assets
and the Group had no material capital commitment or contingent liabilities
outstanding at the end of the period (at 31st December, 2005: Nil).

The net asset value of the Group at 30th June, 2006 increased by 1.86% to
HK$224.7 million (at 31st December, 2005: HK$220.6 million) with the net
asset value per share stood at HK$1.00 (at 31st December, 2005: HK$0.98).

Staff and remuneration

The Group had 10 (2005: 16) employees at 30th June, 2006 and total staff
costs incurred during the period amounted to HK$0.7 million (2005: HK$0.7
million). The Group offers competitive remuneration packages to its employees.
Currently, there is no share option scheme for employees.

Business Outlook

Amid challenges of regime of persistently high level of oil and other commodity
prices which increase inflationary expectation, we are cautiously optimistic that
Hong Kong economy in close proximity to the booming mainland China should
fare better than the other economic counterparts. In light of more indicators
suggesting an end to the cyclical increases of interest rate, the property
transaction volume and prices may be able to pick up by the end of the year. If
such expectation comes true, the domestic consumer confidence will be able
to gain momentum and various categories of economic activities in Hong Kong
should benefit. Bearing the aforesaid threats and opportunities, the
management is making best effort to deliver satisfactory results of the Group
for the remaining half of the year.

Directors’ Interests

At 30th June, 2006, none of the Directors of the Company had any interests or
short positions in the shares, underlying shares or debentures of the Company
or any of its associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFO") as recorded in the register required
to be kept by the Company under Section 352 of the SFO or as otherwise
notified to the Company and the Stock Exchange pursuant to the Model Code
for Securities Transactions by Directors of Listed Issuers under the Listing Rules
on the Stock Exchange (the “Model Code”).

hHREE o TFm R o (&)

BRER

BAl - AEEHERE - RAPRHEER AEEZE
EIWEBERIRY) - MAREFEEREAAEIREE
ZERBECEERF+_A=1t—H: 8\ -

RIZZEZERFRA=Z+H  AEBZEEFEEMN.86%
24 7HEBET(CEERFE+-_A=+—H:220.6
BEBT) BREEFERI.00ET(CEZHFE+ A
=+—H :0.98%7T) °

BT KM

RIZZRFARNA=THE  AEEHAF10% (CTTHF
16%)EE  MAHEZEINAERBERI7TASET
—TTREF 07TABEL) - AREREEERHARS
Nz HMH R - R AEEY B E 6 TR BB
g -

EBREE
EEhHEMEM SR ERSESCEBIERERKT L7
2B RAHBRERERBREBER - YRERET
BEAtERER B BRERLE LREMRIET
BRAM - BEEESEFRATIX L ARSE—B% -
MERREMERITARE NS FEET o LLTEHBIKS
8 ABHEGLELET  MBEESELBEREITA
ERMKE o AEE L k& AR EREE - BEE
TEERABNEAFE THFRERAMENEES -

EEER

WoBEAEAASHA - AARZEEREAAATR
£ (T (A B (PR 525 B ) ([ T B
BI1) EXVED) 2 15 - ABBIIR (A R A A AR
B R DI 352 A A R B ¢
SRS L AR B P BT A HIE LA (1
SEFB)) B IS 2 A R e (L S T -

15



a8

EEEERETARLE
The Hong Kong Building and Loan Agency Limited

Substantial Shareholders’ Interests
At 30th June, 2006, the following shareholders had interests in the shares of

FERR2ER

RZEZERFNA=1+H *ET);»:M%&HH??{' B2 33614%

the Company as recorded in the register required to be kept under Section 336  #REFTFERZ BELMErE @ HERNA T RMERS 2 IRE L0
of the SFO: T

Approximate % of
Name of shareholder Number of shares held the issued share capital Notes

HERITREAZ
REERB BFEROEE RS E R o
United Asia Finance Limited (“UAF") 168,748,013 74.999 1
NS ER AR (TS5

Sun Hung Kai & Co. Limited (“SHK") 168,748,013 74.999 2,3, 4
FREARAT (FBED
Allied Properties (H.K.) Limited (“APL") 168,748,013 74.999 2,5
e E (B8 ARAR ((BaE])
Allied Group Limited (“"AGL") 168,748,013 74.999 2,6
e EEARAR ([HEER])
Lee and Lee Trust 168,748,013 74.999 2,7
Notes: Bfet -

1. The 168,748,013 shares (“Shares”) were held by Island New Finance Limited
("INFL"), a wholly-owned subsidiary of Onspeed Investments Limited which in turn
was a wholly-owned subsidiary of UAF. UAF was therefore deemed to have an
interest in the Shares in which INFL was interested.

2. The figure refers to the same interest of UAF in the Shares of the Company.

3. On 13th June, 2006, AGL, AG Capital Holding Limited (“AG Capital”), a wholly-
owned subsidiary of AGL, SHK and Swan Islands Limited (“SIL"), a wholly-owned
subsidiary of SHK, entered into a sale and purchase agreement, pursuant to which
AG Capital had conditionally agreed to sell the entire issued share capital of UAF
Holdings Limited (“UAF Holdings”), and SIL had conditionally agreed to purchase
the entire issued share capital of UAF Holdings. All the conditions for the said sale
and purchase had been fulfilled and the completion took place on
24th August, 2006 (“Completion™).

4. UAF was a 50.91% owned subsidiary of UAF Holdings which, on Completion, was
a wholly-owned subsidiary of SIL which in turn was a wholly-owned subsidiary of
SHK. In addition, SIL also owned approximately 7.27% interest in the issued share
capital of UAF. SHK was therefore deemed to have an interest in the Shares in
which UAF was interested.

5. Through AP Jade Limited and AP Emerald Limited, direct and indirect wholly-owned
subsidiaries of APL respectively, APL owned approximately 62.54% interest in the
issued share capital of SHK and was therefore deemed to have an interest in the
Shares in which SHK was interested.

6.  AGL owned approximately 74.93% interest in the issued share capital of APL and
was therefore deemed to have an interest in the Shares in which APL was interested.

7. Mr. Lee Seng Hui, Ms. Lee Su Hwei and Mr. Lee Seng Huang are the trustees of Lee
and Lee Trust, being a discretionary trust. They together owned approximately
40.72% interest in the issued share capital of AGL and were therefore deemed to
have an interest in the shares in which AGL was interested.

The interest stated above represents a long position. At 30th June, 2006, no
short positions were recorded in the register required to be kept under Section
336 of the SFO.

1. 7168,748,01380% 1 ([AX17]) B Onspeed Investments
Limited 2 2 &}/8 2 Flisland New Finance Limited ([INFL])
75  MOnspeed Investments Limited Jhas MEt & 8175 2 2
BB AT o M-S MK E AR ER A BINFLATRIAR ()

2K o

2. EZBFHEIMBAMBRARRRMD T ZERES -

3. RIZZRFRATZA BEEE BoesBE22ANE
AAJAG Capital Holding Limited ([AG Capital]) * FTBER
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EZHBUAF Holdings 2 2B 31T « LIlEBEEIH 2
FIBEREESER  YER_TEEXXFNAAZ+TMARERK

(I5Emk]) o

4. JHH&% BF 75 AUAF Holdings#B50.91% 5 2 B A
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Purchase, Sale or Redemption of Shares

Neither the Company nor any of its subsidiaries has purchased, sold or redeemed
any of the Company’s shares during the six months ended 30th June, 2006.

Compliance with the Code on Corporate

Governance Practices

The Company has applied the principles of and complied with the applicable
code provisions of the Code on Corporate Governance Practices (“CG Code”)
as set out in Appendix 14 of the Listing Rules throughout the six months ended
30th June, 2006 except for the deviation from code provision A.4.2.

Code provision A.4.2 stipulates, inter alia, that all directors appointed to fill a
casual vacancy should be subject to election by shareholders at the first general
meeting after their appointment.

According to the Articles of Association of the Company then in effect prior to
12th May, 2006, any Director appointed to fill a casual vacancy shall hold
office only until the next following annual general meeting of the Company,
and shall then be eligible for re-election.

To comply with this code provision, relevant amendments to the Articles of
Association of the Company were proposed and approved by the shareholders
at the annual general meeting of the Company held on 12th May, 2006.

The annual review of internal controls in respect of the code provision C.2.1 of
the CG Code will be reported upon in the forthcoming corporate governance
report to be contained in the Company’s annual report for the financial year
ending 31st December, 2006.

Code of Conduct Regarding Securities

Transactions by Directors

The Company has adopted the Model Code as set out in Appendix 10 of the
Listing Rules as its code of conduct regarding securities transactions by the
Directors. All Directors have confirmed, following a specific enquiry by the
Company, that they have fully complied with the required standard as set out
in the Model Code throughout the period under review.
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Audit Committee Review

The Audit Committee has reviewed with management the accounting principles
and practices adopted by the Group and discussed internal controls and financial
reporting matters including a general review of the unaudited interim financial
report for the six months ended 30th June, 2006. In carrying out this review,
the Audit Committee has relied on a review conducted by the Group’s external
auditors in accordance with Statement of Auditing Standards 700 issued by
the HKICPA as well as obtaining reports from management. The Audit
Committee has not undertaken detailed independent audit checks.

By Order of the Board
Akihiro Nagahara
Chairman

Hong Kong, 7th September, 2006
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