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FINAL AUDITED RESULTS FOR THE YEAR ENDED 31 DECEMBER 2004

The board of directors (the “Directors”) of Zhong Hua International Holdings Limited (the “Company”)
is pleased to announce the audited consolidated results of the Company and its subsidiaries (collectively
the “Group”) for the year ended 31 December 2004, together with the comparative figures for the year
ended 31 December 2003 as follows:

RESULTS

2004 2003
Notes HK$’000 HK$’000

TURNOVER 2 25,145 5,507

Cost of sales (19,545) (920)

Gross profit 5,600 4,587

Other revenue 1,157 315
Gain on disposal of interests in subsidiaries 85,763 22,568
Selling and distribution costs (12) (142)
Administrative expenses (9,657) (11,494)
Other operating expenses (33,437) (28,377)

PROFIT/(LOSS) FROM OPERATING ACTIVITIES 3 49,414 (12,543)

Finance costs 4 (4,407) (2,563)

Amortisation and impairment of goodwill on
acquisition of jointly-controlled entities – (133,030)

PROFIT/(LOSS) BEFORE TAX 45,007 (148,136)

Tax 5 (2,320) (126)

PROFIT/(LOSS) BEFORE MINORITY INTERESTS 42,687 (148,262)

Minority interests 3,577 –

NET PROFIT/(LOSS) FROM ORDINARY
ACTIVITIES ATTRIBUTABLE
TO SHAREHOLDERS 46,264 (148,262)

EARNINGS/(LOSS) PER SHARE 6

Basic HK1.40 cents HK(4.98) cents

Diluted HK1.38 cents N/A



Notes:

1. BASIS OF PREPARATION

These financial statements have been prepared in accordance with Hong Kong Financial Reporting Standards (which
also include Statements of Standard Accounting Practice (“SSAPs”) and interpretations) issued by the Hong Kong
Institute of Certified Public Accountants, accounting principles generally accepted in Hong Kong and the disclosure
requirements of Hong Kong Companies Ordinance. They have been prepared under the historical cost convention,
except for the periodic remeasurement of investment properties.

2. Turnover and segment information

Turnover represents the telecommunication and other related services income, the net invoiced value of goods sold,
after allowances for returns and trade discounts, and gross rental income, after elimination of all significant intra-group
transactions less any applicable turnover taxes.

The following table presents revenue and results for the Group’s business segments.

Sale of Telecommunication
Property Corporate online English Leasing and other

investment and others learning courses of equipment related services Consolidated
2004 2003 2004 2003 2004 2003 2004 2003 2004 2003 2004 2003

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Segment revenue:
Sales to external

customers 5,804 3,219 – – 320 1,379 3,639 909 15,382 – 25,145 5,507
Other revenue and gains – – 85,763 22,568 – – – – – – 85,763 22,568

Total 5,804 3,219 85,763 22,568 320 1,379 3,639 909 15,382 – 110,908 28,075

Segment results 4,940 2,049 76,202 6,699 (7,056) (20,825) (13,047) (781) (12,782) – 48,257 (12,858)

Interest income 1,157 315

Profit/(loss) from operating
activities 49,414 (12,543)

Finance costs (4,407) (2,563)
Amortisation and

impairment of goodwill
on acquisition of
jointly-controlled entities – (133,030)

Profit/(loss) before tax 45,007 (148,136)
Tax (2,320) (126)

Profit/(loss) before minority
interests 42,687 (148,262)

Minority interests 3,577 –

Net profit/(loss) from
ordinary activities
attributable to shareholders 46,264 (148,262)

No geographical segment information is presented as over 90% of the Group’s revenue is derived from customers based
in the Mainland of the People’s Republic of China (“Mainland China”).



3. Profit/(loss) from operating activities

The Group’s profit/(loss) from operating activities is arrived at after charging/(crediting):

2004 2003
HK$’000 HK$’000

Cost of inventories sold 220 920
Depreciation 9,456 769
Amortisation of intangible assets 8,429 1,318
Amortisation of goodwill on acquisition of subsidiaries 5,281 –
Amortisation of prepaid rental 580 –
Impairment of goodwill arising during the year 7,000 21,000
Impairment of intangible assets 6,806 –
Gross and net rental income from investment properties (5,804) (3,219)

Exchange losses/(gains), net (11) 691
Interest income (1,157) (315)

4. Finance costs

2004 2003
HK$’000 HK$’000

Interest expense on bank loans and overdrafts 4,043 2,563
Interest on finance lease 64 –
Interest on convertible bonds 300 –

4,407 2,563

5. Tax

2004 2003
HK$’000 HK$’000

Provision for the year:
Current – Hong Kong – 22

– Elsewhere 2,071 –
Deferred 249 104

Total tax charge for the year 2,320 126

No provision for Hong Kong profits tax has been made as the Group did not generate any taxable profits in Hong Kong
during the year. Hong Kong profits tax had been provided at the rate of 17.5% on the estimated assessable profits
arising in Hong Kong during the year ended 31 December 2003.

Taxes on profits assessable elsewhere have been calculated at the rates of tax prevailing in the countries in which the
Group operates, based on existing legislation, interpretations and practices in respect thereof. The subsidiaries established
in Mainland China are subject to income taxes at the tax rate of 33%. Pursuant to a tax concession granted, the income
tax rate applicable to Sky City Network Communication Limited (“Sky City”), a subsidiary of the Group registered in
Mainland China, is 15% for the calendar year of 2004.



6. Earnings/(loss) per share

The calculation of basic earnings per share is based on the net profit attributable to shareholders for the year of
HK$46,264,000 (net loss attributable to shareholders for the year 2003: HK$148,262,000) and the weighted average of
3,299,857,823 (2003: 2,980,016,725) ordinary shares in issue during the year.

The calculation of the diluted earnings per share for the year is based on the adjusted net profit attributable to shareholders
for the year of HK$46,514,000 and the weighted average of 3,370,312,751 ordinary shares in issue during the year.

A reconciliation of the weighted average number of shares used in the basic earnings per share calculation for the year
ended 31 December 2004 to that used in the diluted earnings per share calculation is as follows:

Weighted average number of shares used in the
basic earnings per share calculation 3,299,857,823

Weighted average number of shares assumed to have been issued
on the conversion of bonds 70,454,928

Weighted average number of shares used in the
diluted earnings per share calculation 3,370,312,751

The effect of the Company’s share options has not been included in the computation of diluted earnings per share as the
exercise price of the Company’s outstanding share options is higher than the average market price of the Company’s
ordinary shares during the year.

Diluted loss per share for the year ended 31 December 2003 was not shown as the dilutive potential ordinary shares
outstanding during that year had an anti-dilutive effect on the basic loss per share for that year.

FINAL DIVIDEND

The Directors do not recommend the payment of a final dividend for the year ended 31 December 2004.

CLOSURE OF REGISTER OF MEMBERS

The Register of Members of the Company will be temporarily closed from Thursday, 2 June 2005 to
Friday, 3 June 2005, both dates inclusive, during which period no transfer of shares will be effected. In
order to qualify for the attendance at the Company’s annual general meeting to be held on Friday, 3 June
2005, all completed transfer forms accompanied by the relevant share certificates must be lodged with
the Company’s branch share registrar in Hong Kong, Tengis Limited at 28th Floor, BEA Harbour View
Centre, 56 Gloucester Road, Wanchai, Hong Kong for registration not later than 4:00 p.m. on Wednesday,
1 June 2005.

REVIEW OF RESULTS

The Directors are pleased to report that the Group recorded a turnover of HK$25,145,000 (31 December
2003: HK$5,507,000) for the year ended 31 December 2004, representing an increase of 357% compared
with 2003. Net profit from ordinary activities attributable to shareholders was HK$46,264,000 (31
December 2003: net loss of HK$148,262,000) for the year.



BUSINESS REVIEW

The Group’s turnover in the year mainly comprised the rental income generated from the commercial
podium in Chongqing in Mainland China, the leasing of Point-of-sale (“POS”) equipment in Guangzhou
and the provision of telecommunication and other related services in Mainland China. The increase in
turnover was mainly attributable to the acquisition of 80.9% equity interest in 廣州天城網絡通訊有
限公司 (“Sky City”) in the year, which provides integrated telecommunication network services to
online game developers and other broadband media providers.

In addition, the Group received HK$190,000,000 from the disposal of 51% equity interest in former
subsidiaries in the year, which recognised a gain on disposal of HK$85,763,000.

Property investment

The rental income generated from leasing of the commercial units in Gang Yu Square in Chongqing in
Mainland China, was increased in the year compared with 2003. The occupancy rate of the square in the
year was highly satisfactory. It is expected that the business will continue to generate a steady stream of
income to the Group.

Provision of online English learning services

The Group was engaged in the provision of online English learning courses in the region of Mainland
China including Hong Kong and Macau since 2001. Due to the substantial increases in the cost of
services, the Group had not renewed the engagement since the expiry of prior engagement in early 2004.
In view of the increased popularity of online English learning services, especially in Mainland China, the
Group will continue to evaluate the returns on the business.

Leasing of equipment

Since late 2003, the Group started to be engaged in leasing of corded and cordless POS equipment in
Guangzhou for a term of five years with an option to extend till 17 July 2011. Monthly leasing income
will be received on POS equipment each leased out. Other than leasing of POS equipment, the Group has
the rights to operate the value-added services generated from the application of POS equipment.

Provision of telecommunication and other related services

In the year, the Group has acquired 80.9% equity interest in Sky City, which provides integrated
telecommunication network services to online game developers and other broadband media providers.
Sky City has demonstrated that it has tapped into the rapidly growing market of on-line business in
Mainland China and the Group is satisfied with its financial performance so far generated. With the
continuing economic growth in Mainland China, the growth in the internet population and the increasing
demand for online games in Mainland China, the Directors are of the view that Sky City would continue
to provide a very positive contribution to the Group and more resources would be put into this business
in order to further strengthen its market position.

In order to maximize the shareholders’ return, the Group had further acquired the remaining 19.1%
equity interest in Sky City (the “Acquisition”) and the Acquisition was completed in February 2005. With
a streamlined management and operational structure through full control of Sky City by the Group, it is
expected that the business of Sky City will be operated more effectively in the future.



FINANCIAL REVIEW

Liquidity and Financial Resources

In the year ended 31 December 2004, the Group generally financed its businesses with internally generated
cash flows, banking facilities, net proceeds from placing of new shares and issue of convertible bonds in
the year.

Cash and bank balances for the Group as at 31 December 2004 amounted to HK$106,254,000 (31
December 2003: HK$41,312,000) and pledged deposits of HK$776,000 (31 December 2003: HK$553,000).

As at 31 December 2004, the Group had outstanding borrowings of approximately HK$107,300,000
comprising interest-bearing bank loans and borrowings amounted to HK$77,300,000 (31 December 2003:
HK$41,045,000) and convertible bond payable amounted to HK$30,000,000 (31 December 2003: Nil).
Of the Group’s interest-bearing bank loans and borrowings, 65%, 6%, 21% and 8% respectively are
repayable within one year or on demand, in the second year, in the third to fifth years, inclusive, and
beyond five years. An amount of HK$45,120,000 bank loans as at 31 December 2004 were charged at
fixed interest rates (31 December 2003: Nil).

The Group’s gearing ratio as at 31 December 2004 was 0.25 (31 December 2003: 0.20), calculated based
on the Group’s total liabilities, excluding deferred income, of HK$190,055,000 (31 December 2003:
HK$117,084,000) over total assets of HK$758,442,000 (31 December 2003: HK$599,059,000).

Currency Structure

The Group had limited exposure to foreign exchange rate fluctuations as most of its transactions, including
borrowings, were mainly conducted in Hong Kong dollars or Renminbi and the exchange rates of these
currencies were relatively stable throughout the year.

Pledge of Assets

The Group had utilized bank loan facilities amounting to approximately HK$77,300,000 (31 December
2003: HK$41,045,000) as at 31 December 2004. The bank loans were supported by certain of the
Group’s investment properties, corporate guarantees executed by the Company and certain entities in
Mainland China.

Contingent Liabilities

As at 31 December 2004, guarantees given for mortgage loans granted by banks to certain purchasers of
the Group’s properties amounted to HK$7,763,000 (31 December 2003: HK$5,529,000).

Material Acquisitions of Subsidiaries

On 26 March 2004, the Group entered into a conditional agreement with an independent third party for
the acquisition of 100% equity interest in Telesuccess International Limited (“Telesuccess”) for a
consideration of HK$200,000,000. The purchase consideration for the acquisition was settled by cash of
HK$140,000,000 and issue and allotment of 464,396,284 new shares of the Company. The sole asset of
Telesuccess is its 80.9% equity interest in Sky City. Sky City is an integrated service provider to provide
integrated service to online game developers and other broadband media providers. Details of the
acquisition of Telesuccess had been set out in a circular of the Company dated 31 May 2004. The
transaction was completed in June 2004.



On 14 December 2004, Telesuccess entered into an agreement with the existing shareholder of Sky City,
Guangdong Zhang Xun Technology Limited 廣東中訊科技有限公司  to acquire the remaining 19.1%
equity interest in Sky City at a cash consideration of HK$60,000,000. The Acquisition was completed in
February 2005 and details had been set out in a circular of the Company dated 21 January 2005.

Issue of convertible bonds

The Group had entered into a conditional subscription agreement in relation to the issue of bond in a
principal amount of HK$30,000,000 (the “Bond”) to CNC Broadband Entertainment Corporation Limited
during the year. The maturity date of the Bond will be on the second anniversary from the date of the
issue of the Bond. The proceeds was used for financing the Group’s online games business operating in
Mainland China. The transaction was completed on 19 August 2004. As at 31 December 2004, the
conversion rights were not exercised.

Placing of New Shares

In November 2004, the Group raised net proceeds of approximately HK$42,500,000 from the placing of
475,000,000 new shares of the Company at HK$0.09 per share, of which HK$37,500,000 was used to
develop the Group’s online games business in Mainland China and the remaining balance of HK$5,000,000
was used as the Group’s general working capital.

Employee And Remuneration Policy

The Group employed approximately 53 full time staff in Hong Kong, Chongqing and Guangzhou, as at
31 December 2004. Employees are remunerated according to the nature of their job and market trend,
with built-in merit components incorporated in the annual increment to reward and motivate individual
performance. In Chongqing and Guangzhou, the Group provides staff welfare and bonuses to its employees
in accordance with the prevailing labour law. In Hong Kong, other staff benefits include medical schemes,
Mandatory Provident Fund Schemes and employee share option scheme.

PROSPECTS

The Group is confident with the continuing and encouraging economic growth in Mainland China and
therefore creates numerous investment opportunities. The Group will continue to build on strength and
expertise of its principal businesses and look for attractive investment opportunities in Mainland China
and prospects for growth. The Group will be more flexible in its future business expansion with aims to
maximize shareholders’ return.

PURCHASE, SALE AND REDEMPTION OF THE COMPANY’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries had repurchased, sold or redeemed any of the Company’s
listed securities during the year under review.

CODE OF BEST PRACTICE

In the opinion of the Directors, the Company has complied with the Code of Best Practice (the “Code”)
as set out 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”), which was in force prior to 1 January
2005, during the year, except that the non-executive directors of the Company are not appointed for
specific terms as required by paragraph 7 of the Code, but are subject to retirement by rotation in
accordance with the Company’s Bye-laws.



AUDIT COMMITTEE

The Company has an audit committee (the “Committee”) which was established in accordance with the
requirements of the Code, for the purposes of reviewing and supervising the Company’s financial reporting
process and internal controls. The Committee comprises the three independent non-executive directors of
the Company. The Group’s financial statements for the year ended 31 December 2004 have been reviewed
by the Committee, who are of the opinion that such statements comply with the applicable accounting
standards and legal requirements and that adequate disclosures have been made.

DISCLOSURE OF INFORMATION ON THE WEBSITE OF THE STOCK EXCHANGE

The annual report of the Group for the year ended 31 December 2004 containing all information required
by paragraphs 45(1) to 45(3) of Appendix 16 of the Listing Rules will be published on the web site of the
Stock Exchange in due course.

On behalf of the Board
Ho Tsam Hung

Chairman

Hong Kong, 26 April 2005

As at the date of this announcement, the board of Directors comprises Mr. Ho Tsam Hung, Mr. Ho Pak
Hung and Mr. Ho Kam Hung who are executive Directors, and Mr. Zhang Jie, Mr. Young Kwok Sui and
Mr. Ng Kin Sun who are independent non-executive Directors.

* for identification purpose only


