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The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement, makes no
representation as to its accuracy or completeness and expressly disclaims any liability whatsoever for any loss
howsoever arising from or in reliance upon the whole or any part of the contents of this announcement.

(Incorporated in the Cayman Islands with limited liability)
(Stock Code: 8156)

PROPOSAL FOR BONUS ISSUE OF SHARES AND WARRANTS

The Board proposed a Bonus Share Issue and a Bonus Warrant Issue to Qualifying Shareholders
(other than Excepted Overseas Shareholders). The Bonus Share Issue is proposed to be made on
the basis of one Bonus Share for every two existing Shares held whereas the Bonus Warrant
Issue is proposed to be made on the basis of one Bonus Warrant for every five existing Shares
held by the Qualifying Shareholders (other than Excepted Overseas Shareholders) whose names
appear on the register of members of the Company on the Record Date. The register of members
of the Company will be closed from 18 October 2006 to 24 October 2006, both days inclusive,
to ascertain the entitlement of the Shareholders under the Bonus Share Issue and the
Bonus Warrant Issue.

Each Bonus Warrant will entitle the holder(s) thereof to subscribe for one new Share at an initial
exercise price of HK$1.33 per Share, subject to adjustment, at any time from the date of
commencement of trading of the Bonus Warrants (which is expected to be 3 November 2006)
for two years, i.e. up to and including 2 November 2008.

Application will be made to the Listing Committee of the Stock Exchange for the listing of, and
permission to deal in the Bonus Shares, the Bonus Warrants and any new Shares which may fall
to be issued upon the exercise of the subscription rights attaching to the Bonus Warrants.

A circular, containing further details on the Bonus Share Issue, the Bonus Warrant Issue and the
Notice of EGM, will be despatched to the Shareholders as soon as possible.

Reference is made to the announcement (the “Annual Result Announcement”) of China Vanguard
Group Ltd. (the “Company”) dated 28 September 2006 in relation to its annual results for the year
ended 30 June 2006. The board (the “Board”) of directors (the “Directors”) of the Company
hereby announces that it has resolved to propose a bonus issue of shares (“Bonus Share Issue”)
and a bonus issue of warrants (“Bonus Warrant Issue”) to its shareholders (the “Shareholders”)
in recognition of the continual support of the Shareholders.

The Bonus Share Issue and the Bonus Warrant Issue (together the “Bonus Issues”) are proposed to
be made to the Shareholders other than the Excepted Overseas Shareholders (as further elaborated
and defined under the heading “Overseas Shareholders” below) (the “Qualifying Shareholders”)
whose names appear on the register of members of the Company on 24 October 2006 (the “Record
Date”). The terms of the Bonus Issues are set out below.
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BASIS OF BONUS SHARE ISSUE

Subject to the conditions as set out under the heading “Conditions of Bonus Issues” below, the
Bonus Share Issue is proposed to be made on the basis of one bonus Share (the “Bonus Share”) for
every two existing shares of the Company (the “Shares”) held on the Record Date by the Qualifying
Shareholders other than the Excepted Overseas Shareholders. The Bonus Shares will be issued and
credited as fully paid at par. On the basis of 624,052,807 existing Shares in issue as at the date of
this announcement, and assuming no further Shares will be issued or repurchased before the Record
Date, 312,026,403 Bonus Shares will be issued under the Bonus Share Issue, representing
approximately 50% of the issued share capital as at the date of this announcement and the Record
Date.

BASIS OF BONUS WARRANT ISSUE

Subject to the conditions as mentioned under the heading “Conditions of Bonus Issues” below, the
proposed Bonus Warrant Issue will be made on the basis of one bonus warrant (the “Bonus
Warrant”) for every five existing Shares held on the Record Date (excluding the Bonus Shares to
be allotted and issued pursuant to the Bonus Share Issue). The Bonus Warrants will be issued in
registered form constituted by a deed poll which sets out the terms and conditions of the Bonus
Warrants.

On the basis of 624,052,807 existing Shares in issue as at the date of this announcement and
assuming no further Shares are issued or repurchased before the Record Date, 124,810,561 Bonus
Warrants carrying an aggregate subscription rights of approximately HK$165,998,046 (assuming
there will not be any adjustments made to the initial exercise price of HK$1.33 (the initial exercise
price of HK$1.33 is further elaborated under the heading “Exercise Price” below)) will be issued by
the Company under the Bonus Warrant Issue. Fractional entitlements to the Bonus Warrants will
not be issued but will be aggregated and sold for the benefit of the Company.

Full exercise of the Bonus Warrants at the initial exercise price of HK$1.33 per Share (subject to
adjustment) would result in the issue of a total of 124,810,561 new Shares in the capital of the
Company, representing 20% and approximately 13.33% and 11.76% of the Company’s issued share
capital as at the date of this announcement, the issued share capital of the Company as enlarged by
the Bonus Shares and the issued share capital of the Company as enlarged by the Bonus Shares and
the new Shares which may fall to be allotted under Bonus Warrant Issue respectively.

As at the date of this announcement, save for the 80,010,000 share options granted pursuant to the
share option scheme adopted on 18 October 2002 pursuant to Chapter 23 of the GEM Listing Rules,
the Company does not have any other options or warrants carrying rights to subscribe for Shares
nor does the Company have any securities convertible into Shares.
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EXERCISE PRICE

The initial exercise price for the Bonus Warrants is set at HK$1.33 (subject to adjustment) per new
Share. Each Bonus Warrant will carry a subscription right entitling the holders thereof to subscribe
for one new Share at such initial exercise price in cash. The initial exercise price of HK$1.33
represents:

(i) a premium of approximately 20.91% over the closing price of HK$1.10 per Share as quoted
on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) on 28 September
2006 (being the trading day immediately prior to the date of this announcement);

(ii) a premium of approximately 10.47% over the average closing price per Share of HK$1.204 as
quoted on the Stock Exchange for the past 5 trading days up to 28 September 2006; and

(iii) a discount of approximately 5.27% to the average closing price per Share of HK$1.404 as
quoted on the Stock Exchange for the past 10 trading days up to, and including 28 September
2006.

Assuming the full exercise of the Bonus Warrants, the Company would result in receipt of
approximately HK$165,998,046 before expenses. The Company has not presently planned for any
specific use of the proceeds save as to say that its present intention would be to apply the proceeds
of the Bonus Warrant Issue for general working capital.

SUBSCRIPTION PERIOD

The Bonus Warrants may be exercised at any time from the date of commencement of trading of the
Bonus Warrants (which is expected to be 3 November 2006) for two years, i.e. up to and including
2 November 2008.

RECORD DATE AND CLOSURE OF REGISTER OF MEMBERS

The Bonus Shares and Bonus Warrants will be issued to the Qualifying Shareholders other than the
Excepted Overseas Shareholders whose names appear on the register of members of the Company
on the Record Date.

The register of members of the Company will be closed from Wednesday, 18 October 2006 to
Tuesday, 24 October 2006, both days inclusive, in order to determine the entitlement of the
Shareholders under the Bonus Issues.

Shareholders are reminded that in order to qualify for the Bonus Issues, they must ensure that all
transfers accompanied by the relevant share certificates are lodged with the Company’s branch
share registrar and transfer office in Hong Kong, Standard Registrars Limited, at 26th Floor, Tesbury
Centre, 28 Queen’s Road East, Wanchai, Hong Kong for registration not later than 4:00 p.m. on
Tuesday, 17 October 2006.
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REASONS FOR THE PROPOSED BONUS ISSUES

In recognition for the continual support of the Shareholders, the Board decided to propose the
Bonus Issues. In addition to that, the Directors believe that the Bonus Share Issue will enhance the
liquidity of the Shares in the market, and the Bonus Warrant Issue will provide Shareholders with
an opportunity to obtain further equity participation in the Company and thereby enlarging the
Company’s shareholder and capital base.

OVERSEAS SHAREHOLDERS

For those Shareholders whose addresses as shown on the register of members on the Record Date
are outside of Hong Kong (the “Overseas Shareholders”), enquiry pursuant Rule 17.41 of the Rule
Governing the Listing of Securities on the Growth Enterprise Market of the Stock Exchange (the
“GEM Listing Rules”) will be made by the Board. Upon such enquiry, if the Board is of the view
that the exclusion of the Overseas Shareholders is necessary or expedient, the Bonus Shares and
Bonus Warrants will not be granted to those Overseas Shareholders (the “Excepted Overseas
Shareholders”). In such circumstances, arrangements will be made for the Bonus Shares and
Bonus Warrants which would otherwise have been issued to Excepted Overseas Shareholders, if
any, to be sold in the market as soon as practicable after dealing in the Bonus Shares and Bonus
Warrants commences. Any net proceeds of sale, after deduction of expenses, will be distributed in
Hong Kong dollars to the Excepted Overseas Shareholders, if any, pro rata to their respective
shareholdings and remittances therefor will be posted to them, at their own risk, unless the amount
falling to be distributed to any such persons is less than HK$100.00, in which case it will be
retained for the benefit of the Company. Details in respect of any exclusion of Excepted Overseas
Shareholders and the treatment for the Excepted Overseas Shareholders (if any) will be set out in
the circular to be sent to the Shareholders.

STATUS OF BONUS SHARES AND SHARES TO BE ISSUED UPON EXERCISE OF
WARRANTS

The Bonus Shares, upon issued, and the new Shares falling to be issued upon exercise of the
subscription rights attaching to the Bonus Warrants will rank pari passu with the Shares then
existing in all respects, including the entitlement of receiving dividends and other distributions the
record date for which is on or after the date of allotment and issue of such Bonus Shares or the new
Shares (as the case may be).

BOARD LOTS

The Bonus Warrants are proposed to be traded in board lots of 25,000 units entitling holders thereof
to subscribe for Shares for a total of HK$33,250 at the initial exercise price of HK$1.33.

CONDITIONS OF BONUS ISSUES

The Bonus Share Issue is conditional upon:

(i) the approval of the Bonus Share Issue by the Shareholders at an extraordinary general meeting
of the Company (“EGM”) to be held; and

(ii) the Listing Committee of the Stock Exchange granting the listings of, and permission to deal
in, the Bonus Shares.
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The Bonus Warrant Issue is conditional upon:

(i) the approval of the Bonus Warrant Issue and the issue of new Shares which may fall to be
issued upon the exercise of the subscription rights attaching to the Bonus Warrants by the
Shareholders at the EGM; and

(ii) the Listing Committee of the Stock Exchange granting the listings of, and permission to deal
in, the Bonus Warrants and the new Shares falling to be issued upon the exercise of the
subscription rights attaching to the Bonus Warrants.

Application will be made to the Listing Committee of the Stock Exchange in respect of such
listings of, and permission to deal in, the Bonus Shares, the Bonus Warrants and the new Shares
which may fall to be issued upon the exercise of the subscription rights attaching to the Bonus
Warrants.

The Directors confirm that none of the Shareholders will be required to abstain from voting at the
EGM.

CERTIFICATES FOR BONUS SHARES AND WARRANTS

It is expected that certificates for the Bonus Shares and Warrants will be posted on 1 November
2006 at the risk of the Shareholders entitled thereto to their respective addresses shown on the
register of members of the Company on the Record Date. Dealings in the Bonus Shares and the
Bonus Warrants are expected to commence on 3 November 2006.

GENERAL

The Group was principally engaged in the production and/or distribution of bee related products. As
set out under the heading “Development” in the Annual Result Announcement, the Group had since
early 2006 been embarking on various acquisitions to develop its presence in the fast growing
People’s Republic of China (the “PRC”) lottery-related industry and the oil and gas related industries.
The Board expects that the Group will focus on the research, development and application of
information technology in the lottery field and the oil and gas business in the PRC, which the Board
considers to have better earning potentials.

A circular, containing further details on the Bonus Share Issue, the Bonus Warrant Issue and the
Notice of EGM, will be despatched to the Shareholders as soon as possible.

By order of the Board
China Vanguard Group Ltd.

Chan Ting
Director

Hong Kong, 29 September 2006

* for identification purpose only
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Executive Directors as at the date of this announcement are Madam Cheung Kwai Lan, Mr. Chan
Tung Mei, Mr. Lau Hin Kun and Mr. Chan Ting; the non-executive Director is Mr. Shaw Kyle
Arnold Junior; and the independent non-executive Directors as at the date of this announcement
are Mr. Tian He Nian, Mr. Zhao Zhi Ming and Mr. To Yan Ming, Edmond.

This announcement, for which the Directors collectively and individually accept full responsibility,
includes particulars given in compliance with the GEM Listing Rules for the purpose of giving
information with regard to the Company. The Directors, having made all reasonable enquiries,
confirm that, to the best of their knowledge and belief: (1) the information contained in this
announcement is accurate and complete in all material respects and not misleading; (2) there are
no other matters the omission of which would make any statement in this announcement misleading;
and (3) all opinions expressed in this announcement have been arrived at after due and careful
consideration and are founded on bases and assumptions that are fair and reasonable.

This announcement will remain on the “Latest Company Announcements” page of the GEM website
at www.hkgem.com for at least 7 days from the date of this posting.


