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RESULTS

The Direcrors of City e-Seolutions Limited (the “Company”) announce the
following interim unaudited consolidated results of the Company and its
subsidiaries (the “Group”) for the six months ended 30 June 2005 together
with comparative figures.

'Six months ended
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CES.
City e-Solutions Limited

(Incorporated in the Cayman Islands with limited liability)
(Stock Code: 557)

2005 INTERIM RESULTS — ANNOUNCEMENT

. . UNAUDITED CONSOLIDATED RESULTS FOR THE SIX MONTHS ENDED 30 JUNE,2

2} Principal Activities

Huplumi Retzled
Services -

Sis months ended

Investment Halding
Six months ended

Consotidated
Six months ended
30 June

2005 2004 2008 2004

HK§'000 HKS'000

2008
HKS'000  HK3'000

TOTAL EQUITY

Notes:

. This interim financial report has been prepared in accordance with the applicable
disclosure provisions of the Rules Governing the Listing of Securities on The
Stack Eachange of Hanﬁ Kong Limited, including compliance with Hong Kong
Accounting Standard (HKAS) 34, Interim financial reporting, issued by the Hong
Kong Instijute of Certificd Public Accountants (HKICPAY. Tt was authorised for
ifsuanee on 8 Augusi 2005.

2. Changes in accounnng policies

The HEICPA has itaued & number of new and revised “Hdng Kong Financial
Reporting Standards (HKFRSs, which term collectively includes HKASs and
Interpreisiions) that wre effective or available for early adoption for eccounting
periods beginning on or after | Jansary 2005. The Board of Directors has
determined the accounting pelicies expected (o be adopted in the preparation of the
gmup 's annual financial statements for the year ending 31 December 2005 on the
asis of HKFRSs currently in issue.

The HKFRSs that will be effective or are available for voluniary early adoption-in
the annual financial statements for the 'year ending 31 December 2005 may be
affected by the issue of additional interpretation(s) or other changes announced by
the HKICPA subsequent o the dete of i; issasnce of this interim report. Therefore the
policies that will be applied in the group's financial statements for that peried
cannot be determined with cenainty atthe date of issuance of this interim financial
report.

Minority interests (HKAS |, Presentation of financial stalements snd HKAS 27,
Consolidated and separate financizl statements)

In prior years, minority interests at the balance sheet daie were presented in the
consolidarcd belance sheet acparatcly from liabilities and as deduction from net
masets. Minority interests in the results of the group for the yeor were also
separately presented in the income statement as a deduction before arriving at the
profit aitributable to shareholders.

With effcct from 1 January 2005, in order to comply with HKAS 1 and HKAS 27,
minorily interests at the belance sheet date are presented in the consolidated
belance sheet within equily, separately fram the equity attribytable 1o the equity
holders of the parent, and minority interests in the results of the Group fof the
Pperiod ure presented on the face of the consolidated profit and loss account as an

- allocation of the toral profit or loss for the period between the mmoruy interests
and the equity holders of the pasent.

The presentation of minority interests in the conlahdnl:d balance sheet, profit end
loss account und .statement of changes in equity for the comparutive period has
been restated accordingly.

HXS'000 HKS 000
June :
Note 2005 - 2004 Revenus from
HK3'000 HK$ 000 external
. customers 8,141 22 32,013 29.737 40214 32,009
Turnover 3 40,214 32,009 1Lfoss))prnﬁ| -
Tom N
Cost of sales - (13.605) __ (10,574) opersions  (10226) 3655 1841 2290 (83ES) S48
Gross profit . 26,609 21,435 Income Lax — (713
Other {expense)/income (net) 4 (14,052) 8.484 (Lossyprofit
Administiative expenses . 5 {20,942) (23,974) ofter 1azation (8,385} 5874
- (Lass)/profit from operations 3 * (8,385) 5,945 Depreciation
) (Loss)/_prnfll beforeé taxation . (8,385) 5,945 amortisation .
Income lax [ = (Y] for the period 482 618 237 307 79 925
{Loss)/profit alter taxation (8,385) . 5.874 b Gcngraph«ca\ Locations of Operations
~ Attributsble to: Group Turnover Profit/{loss) from operations
. Equity halders of the parent (8,928) 5_}4,73 Six months ended 30 June  Six months caded 30 June
Minority interegts 543 401 2005 2004 2005 2004
EE— e HKS$'000 HKS$ 000 HKS'000 HK$ 000
(8,385) 5.874 -
Eamings per share C 5 Hong Kong 6351 1,641 (12,260) 3,356
N N . Singapore 3,144 1,541 275 341
2. cents 1.43
Basic ) 233) cents 143 conis United States -+ _ 30718 . . _ 28,827 3,600 2,048
- Consolidated Balance Sheet at-30 Juoe 2005 - unaudited 40214 * 32,009 (8,385) 5.945
. Al At 4. The analysis of other (expense)/income’ (net) is as follows:
30 June 31 December Six months ended 30 Junc
2005 2004 2008 2004
HK$'000 HK§'000 HKS000 HES 000
N.on-clgrrenl assets Exch (loss)/gain net 14,381) 1,751
Fixed assets 3,902. - 3,346 - Net gaini(loss) on szle of fixed'asscis 102 (16)
Intangible asscts 376 407 Net unvealised (loss)/gain an remeasurement
Other financial assets . . L. 2,844 986 of securities to fair value o713 6,190
Tatal non-current assets 7022 4,739 Others - 358
Current asscts : - (14.052) 84
QOther financial assets 107,974 117,746
Trade and other receivables 24 819 25,862 | 5- ‘.:dr:\mlsmxwe expenses were largcly incurred by the hospitality related services
* Cash and cash equivalenls 490,443 499,148 usiness units
. 6. income tax
Total cu‘rren( assets 623,236 642,786 ‘ . Six months ended 30 June
Current Habilities . 2005 2004
Trade and other payables (26.913) (24.223) HK$'000 HK$ 000
Provision for taxation N (1,025) (1,025) -
N . . Current tax ~— Hong Kong Profits Tex — —
- Total current liabilities (27,338) (25,248) Current tax — Overscas _ 7
Nel current assets §95,298 617,538 —
NET ASSETS 602,420 622,277 — —_—
- Hong Kong Prafits Tax has been provided at the rate of 17.5% (2004: 17.5%) on
CAPITAL AND RESERVES the csrimated asseasable profit arrtlsmf in Hong Kong. Overseas laxation has been
Share capital 383,126 383,126 provided on estimated aisessable profitssat the rates of 1axation prevailing in the
Reserves 192.638 213.038 countrics in which the Group operates,
, . . . The Company is exempied from taxation in the Cayman Islands for a period af
Total equity altributable to . twenty years from I9E£ under the provisions of Section 6 of the Tan Concessions
equity holders of the parent 575.764 596,164 Law {Revised) of the Cayman Islands.
Mizority interests 26,656 26,113 As nl\ kL] Junfc zooss, the Group ha]s not rccagniug deflervcdgl;l assets in respect of
L K$10.4 milli 1 D ber 2004: HK$9.! 1 it t
602,420 622,277 3 losses of H million ( december million) as it is nol

probable that thers will be sufficient appropriate future taxable profits against
which the Group can wilise the benefits,

7. Dividend
R) Dividends alributable to the interim period

The Directors af the Company have résolved not to declare sn interim
dividend for the six months ended 30 Jene 2005 (2004: Nib).

b} Dividends attributable to the prevmus financial year, approved and gaid
during the interim period.

Six months ended 30 June

2008 2004
HK$'000 HK§ 000
Final dividends in respect of the previous
financial year, sppraved

dnd gnld during the interim period of

cents (2004: HK 3 cents) per share 11,494 11,454
8. ' Earnings per share
8)  Basic earnings per share

The calculation of basic earnings per share is based on (loss)/profit
anributable to equily holders of the parent HK$(8.9) million (2004: HK$S.5
million) and on 383,125,524 (1004 383,125,524) ordinary shares in issue
during the period.

b)  Diluted earnings per share

Dilyted elrningsJ)er share is not appll:uble 25 there are no ditutive potential
ordinary shares during the perio

MANAGEMENT DISCUSSION AND ANALYSIS
Business Review

The Group, through its 85% subsidiary, SWAN Holdings Limited Group
(“*SWAN™), has most of its operating activities in the United States. For the
period under review, SWAN's operating revenue contribution of HK$28.%
million to the Gmcf” revepue was flat as compared -to Lhe previous
corresponding period. The revenue improvement. recorded by the two
business units, Richfield (hotel management services) and Shield (risk
management services) was offsetted by the decline in revenue recorded by
Sceptre (electronic reservation and revenue management services).
However, with higher interest income, SWAN contributed a higher pre-tax
profit of HK$3.6 million as compared with HK$2.0 million in the previous
corresponding period.

woa

* CORPORATE GOVERNANCE .
. ln-the opinion of the Directors, save as disclosed below, the Cumpany has

contracts. These new contracts will start contributing to the turnover of
SWAN in the second half of 2005, With this addition of hotels, Richficld iy
managing 30 hotels representing more than 5,000 rooms as at | August 2005.
Financiol Commentary

Group Performance

The Group recorded a higher revenue of HKS40 2 million, an increase of
25.6%, as compared with HK$32.0 million [n the previous correspanding
period, due mainly to higher dividend and interest income, Hawever, the
Group reported a net loss atiributable to equity holders of the parent of
HK$8.9 million, as compared to a net profit of HK$5.5 million in the
previous cosresponding period. The loss can be attributed 10 the lnvcslmem
agtivities of the Company.

. The investment securities &nd (ime deposits held by the Company returned

investment income amounting to HK$8.3 million during the peried under
review. as compared with HK$2.4 million in the previous correspondis;
period. In line with the accounting treatment, unrealised losses of HK$9.
million were sustained as a result of remeasuring. the Group’s investment
securities to fair value as at 30 June 2005, This, 10gether with the unrealised
translation exchange losses, resulted in a total Net Other Expenses of
HK$14.1 million for the period under review as compared with a Net Other
Income of HK$8.5 miilion reporied in the previous corresponding period.

Financial Position, Cash Flow and Borrowings

As at 30 June 2005, the Group’s gross assels siood a1 HK$630.5 million,
down from HK$647.5 million as at 31 December 2004,

The Group reports its results in Hong Kong dollars and it is the dbjective of
the Group to preserve its value in terms of Hong Kong dollars,

For the period under review, net opcra\mg cash inflow amounted to HK$10.2
million. The cashowmflow on‘investing and financing activities amounted to
HK$3.0 million and HKS$11.5 million which was paid to sharcholders as
dividends respeciively. Consequently, the Group reported cash and cash
equivalents of HK$490.4 million as at 30 June 2005, down from HK$495.1,
million as at 31 December 2004,

The- Group has no borrowings for the penod under review,
Treasury Activities

As the Group has held some sterling fixed deposits since last year and has
some equity holdings denominated in sterling, some unrealised exchange
losses were recorded. Other than thal, the majority of the Group's cash is
held in United States doilar deposits, hence as long as the Hong Kong doilar
trades within the existing United States dollar peg arrangement, currency
risk will not be significant. The Group’s view is that to maximise returns (o
shareholders we need a balanced portfolio and hence a poriion of its
portfolio would be held in other currencies. We will monitor closely the
Group's exposure 1o currency movement and take the appropriate action
when necessary.

Employees

As at 30 June 2003, the Group had 39 employees, down from 4/ as at the end
of the last financial year ended 31 ‘December 2004, The otat p\)mll casts
for the period under review was HK$12.9 miilion.

Prospects

On 5 August 2005, the 14 Millennium & Copthorne (“M&C™) hotels in the
US notified Sceptre that they will not be requiring its reservations services
effective from 18 October 2005 as they are changing to the centrad
reservation service provider that the other M&C hotels in Eufope and Asia
will be using, These 14 M&C hotels are owned and operated by Milleanium
& Copthorné¢ Hotels plc, which is a subsidiary of City Developments
Limited, a substantial shareholder of the Company. The revenue recorded by
Sceptre from these 14 M&C hotels for the full year of 2004 and first half of
2005 represented 21.0% and 19.2% respectively of the Group's toral
urnever,

Excluding the 14 M&C hotels, Sceptre is praviding services to more than
160 propertics representing in excess of 26,000 rooms. Scepire will be
stepping up its business dev:lopmem efforts lo r:plucc this expected future
loss of revenue stream.

The Group will continue 10 pursue investment opportunities to deploy its
cash resources.

AUDIT COMMITTEE

The members of the Audit Committee of the Company comprise 2
independent non-executive directors and 1 non-executive -director of ke
Company. It has reviewed the unosudited interim financial report of the
Group for the six months ended 30 June 2005,

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S
LISTED SECURITIES
During the six months ended 30 June 2005, there was no purchase sale or

tedemption of the Company’s listed sccurmcs by the Comp.my or any ofits ||
subsidiaries. . R B N

complied with the Code on Corporate Governance Prictices, as set out in
Appendix 14 of the Listing Rules of The Stock Exchange of Hong Kong
Limited (“Appendix 14") throughout the period.

The Company does not fully comply with the code provisions A.4.1 and
A.4.2 in Appendix 14. Under code provision A.4.1, non-executive directors
should be appointed for 2 specific term, subject 1o re-election. The
non-executive directors are not appointed for a specific term but are subjccl
to retirement by rotation and re-election at annual general meeting in
accordance with the Articles of Association of the Company (the “Articles™),
Usiier code provision A.4.2, all directors appointed io fill a casual vacancy
should be subject to election by shareholders at the first geheral meeting
after their appointmem and every directer, including those eppointed for &
specific lerm, should be subject to retirement by.rotation at least once every
three years. Accordmg to the Articles, any Director appointed 1o fill a casual -
vacancy shall hold office until the next following annual general mecting 6f
the Company and shall then be eligible for re-clection. At each annual
E:neral meeting, one-third of the Directors for the time being shall reire

om office by rotation. In exceptionel circumstances, a director may hold
office for more than 3 years before retirement.

By Order of the Board
Kwek Leag Beng
. Chairman
Hong Kong, 8 August 2005

As 2t the date of this
are executi

the Board is
irectors, namely Mr. Kwek Leng Beng,

of 11 Directars. of which 6
. Vincent Yeo Wee Eng. Mr.
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© representation as to its accuracy or completeness and expressly disclaims any liability
howsoever arising from or in reliance upon the whole or any part of the contents of this
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City e-Solutions Limited

(Incorporated in the Caymah Islands with limited liability)
(Stock Code: 557)
CESSATION OF PROVISION OF HOTEL RESERVATION SERVICES TO M&CG-GROUP g

The Group will cease to provide hotel reservation servtces to M&C Group, with effect from 18 !
October 2005,

The board of directors (“Board "} of City e- Sol\mons Limited received written notice dated 5 August
2005 from M&C Group that the 14 hotels owned by M&C Group in the United States of America will
not be requiring the Group’s hotel reservations services and hence the: Group’s provision of such
services will cease with effect from 18 October 2005 in accordance with the terms of the relevamt
reservation service agreements. The réason for the termination was that they are ¢hanging to the central
reservation service provider that the other M&C hotels in Europe and Asia will be using.

These 14 hotels are owned and operated by M&C Group. The hotel reservation services to be ceased E
form part of the Hospitality Related Transactions provided by Group through SWAN, which is indirectly v
held as to 85% by the Company and 15% by M&C, and its wholly-owned subsidiaries, the details of .
which are contained in the-2003 Circular. The Hospitality Related Transactiors are on-going connected
transactions for the Company under the Listing Rules. They were approved by thé independent
shareholders of the Company at the general meeting on 13 March 2003. The relevant 2003 Waiver
obtained for the Hospitality Related Transaction wiil expire 6n 31 December 2005.

The revenue recorded by Group from these 14 hotels for the full financial year of 2004 represented
21.0% of the Group’s total. turnover. As will be 'set out in the interim results announcement dated 8. k

. August 2005 to be published by the Company, such revenue for the first half of 2005 represemed 19.2% -
of the Group’s fotal turnover.

Excluding the 14 M&C hotels, SWAN Group is providing services to more than 160 properties
representing in excess of 26,000 rooms. SWAN Group will be stepping up its business. development
efforts to replace this expected future loss of revenue stream. . ’

The Group will continue to pursue investment opportunities to deploy its cash resources.

In this announcement, the following terms shail havc the meamngs set opposite them unless the context
otherwise requests:

“2003 Circular” the circular issued by the Company dated 17 February 2003 in respect of, among
others, the Hospitality Related Transactions betwéen the Group and the M&C t
Group E

#2003 Waiver” the “waiver from strict compliance with the relevant announcement and

shareholders’ approval requirements of the Listing Rules granted by the Stock
. Exchange.in 2003 to the Company in respect of, among others, the Hospitality
Related Transactions, subject to certain condmons as set out in the 2003

) " Circular
“Board” . theé board of directors of the Company
“CDhL” S City Developments Limited, a company mcorporated in- the’ Repubhc of

Singapore, whose shares are listed on the Singapore- Exchange Securities
Trading Limited, the controlling Shareholder holding approximately 52% of the
issued share capual of the Company

“Company” . City e-Solutions Limited; a company mcorporated in the Cayman Islands, whose
' shares are listed on the Stock Exchange and owned as to about 52% by CDL.

“Director” director of the Company ’ .

“Group” the Company and its subsndxanes '

“Hospitality certain hospitality related services provided by .the Group lhrough the SWAN
Related - Group to the hotels owned by the M&C Group details of which are described in
Transactions” the 2003 Circular ’

“Listing Rules” the Rules Governing the Listing of Securities on the Stock Exchange

“M&C” ) Millennium & Copthorne Hotels plc, a public company incorporated in England

and Wales, whose shares are listed on the London Stock Exchange Limited and
indirectly owned as to approxlmately 52% by CDL

“M&C Group” . M&C and its subsidiaries ' 1
“Stock Exchange” The Stock Exchange of Hong Kong Limited - . )
“SWAN™ SWAN USA, Inc., a company mcorporated in the State of Colorado United i

States, whose issued share capital is indirectly held as to 85% by the Company
and 15% by M&C

“SWAN Group” SWAN and its. wholly-owned subsidiaries

By order of the Board

Kwek Leng Beng <

' ’ Chairman :
Hong Kong, 8 August 2005

As at the date of this announcement, the Board is comprised of 11 Directors, of which 6 are executive Directors, namely
Mr. Kwek Leng Beng, Mr. Vincent Yeo Wee Eng, Mr. Kivek Leng Joo, Mr. Kwek Leng Peck, Mr. Gan Khai Choon and
Mr. Lawrence Yip Wai Lam, 2 are non-executive Directors, namely Mr. Wong Hong Ren and Mr, Chan Bernard Charnwut
and 3 are independent non- executlve Directors, namely Dr. Lo Ka Shui, Mr. Lee Jackson a.k.4. Li Chik Sin and Mr. Teoh
Teik Kee.




