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ANNOUNCEMENT

Reference is made to the Company’s announcement dated 23rd May, 2006.

The Board announces that on 27th September, 2006, the Company terminated the Subscription Agreemen
result of a failure by GP to pay the balance HK$35 million subscription monies.

Reference is made to the Company’s announcement dated 23rd May, 2006 (the “Announcement”) and subd
announcements in relation thereto. Terms used herein and not defined shall have the same meanings a
Announcement.

The Board announces that on 27th September, 2006, the Company terminated the Subscription Agreement
into between the Company and GP Capital Limited (“GP") dated 30th May, 2006 for HK$40 million Convert
Notes of the Company as GP has failed to pay the balance HK$35 million subscription monies.

On 30th June, 2006, the Company was provided with 2 cheques by GP in the amount of HK$5,000,00]
HK$30,000,000 respectively (the “Cheques”) for the purpose of settling the subscription monies pursuant
Subscription Agreement. Upon deposit of the Cheques, the Company was informed by the drawing bank t
signature on the Cheques do not match those of GP on record with the bank.

On 2nd and 15th August, 2006, the Company’s lawyers issued letters to GP requesting that the Cheques be 1
with bankers’ drafts and reserving the Company’s right to take necessary action to enforce their rights und
Subscription Agreement. On 11th August, 2006, GP informed the Company in writing that their director Mr.
Chi Ping was not in Hong Kong and therefore asked for an extension for the replacement of the Cheques un
August, 2006.

On 18th August, 2006, GP wrote to the Company requesting again that the date for payment be extended
August, 2006. On 25th August, 2006, a letter was received by the Company from Eternal Pearl Securities L
stating that the funding for GP to complete the HK$40,000,000 Convertible Notes are in its final stages and f
requested that the payment date be again extended to 8th September, 2006. A letter was received by the J
from Eternal Pearl Securities Limited on 26th September, 2006 indicating that GP has been unable to obtain fy

The Company on 27th September, 2006 notified GP of the termination of the Subscription Agreement.

The Company is currently seeking legal advice as to what action can be taken by the Company in respect
breach by GP as mentioned herein. A further announcement will be made as and when applicable.

The Company currently still holds HK$5 million as deposit paid by GP in relation to the Subscription Agreen
The proceeds of the Convertible Notes would be used as general working capital of the Group. The termina|
the Subscription Agreement is expected to have an impact on the cashflow of the Group.
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