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MANAGEMENT DISCUSSION AND ANALYSIS
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Results

For the six months ended 30 September 2006, the Group's
turnover was approximately HK$93,237,000 which was
about 11.10% greater than that of the corresponding period
last year (30 September 2005: HK$83,888,000). Unaudited
loss attributable to equity holders of the Company for the
period was HK$2,186,000 (30 September 2005:
HK$6,281,000), recording an improvement of 65.2%. Basic
loss per share was HK2.6 cents (2005: HK7.6 cents).

Following the disposal of a loss-making group of subsidiaries
engaged in the toys business in August 2005, the Group
has been concentrating on the profit-making supply and
procurement business. For the period under review, the
performance by the supply and procurement business was
satisfactory. It recorded a turnover HK$93,237,000 (2005:
HK$72,942,000), representing an increase of 27.8% and a
profit of HK$10,472,000, representing an increase of 46.2%
as compared to HK$7,163,000 for the same period last

year.

Since April 2004, the Group has been commencing its
supply and procurement business in Asia Pacific Region by
formation of a joint venture company namely as “Xin
Procurement and Trading Pte. Ltd." in which the Group and
HCSPL own 51% and 49% equity interest respectively. With
the improvement in the economy of Southeast Asia Region,
tight cost control and the appreciation of Singapore dollars,
the Group recorded double-digit growth in both turnover
and results of the supply and procurement business. In
order to strengthen the Group’s investment with stable
revenue-generating power, on 22 November 2006, the
Group entered into a conditional sale and purchase
agreement to acquire from HCSPL (i) the Sale Shares; and
(ii) the Sale Loan. Upon completion, the Group's interests
in Xin Procurement will be increased to 75%. The
transactions under the agreement are subject to the approval
of the independent shareholders in a forthcoming general

meeting of the Company.
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Charge on the Group’s Assets

Certain investment properties and prepaid land lease
payments of the Group in Mainland China with an aggregate
carrying value of HK$18,131,000 as at 30 September 2006
(31 March 2006: HK$25,565,000) were pledged to secure
bank borrowings advanced to the Group.

Contingent Liabilities
In the opinion of the directors, there was no material
contingent liability under the Group at the period end.

Liquidity and Financial Resources

As at 30 September 2006, the Group had neither unutilized
banking facilities nor any hedging financial statements. The
Group's net current liabilities were HK$12,359,000. Since
there was a negative equity attributable to equity holders
of the Company of HK$3,177,000 at the balance sheet

date, calculation of gearing ratio is not applicable.

As at 30 September 2006, the Group's total indebtedness
(representing the total interest-bearing borrowing and
convertible note from bank and loan provider) was
approximately HK$40,414,000 (31 March 2006:
HK$44,558,000) which will be repayable within one to
three years. All borrowings of the Group are at fixed interest
rate and mainly denominated either in Hong Kong dollars
or Renminbi. As at 30 September 2006, the Group has
current ratio of 0.86 (31 March 2006: 0.79) based on
current assets of HK$73,337,000 and current liabilities of
HK$85,696,000.

On 30 March 2006, pursuant to the subscription agreement
entered on 15 February 2006 between the Group and
Vision Century, the controlling shareholder of the Company,
a 1% per annum convertible note in principal amount of
HK$37,000,000 was issued to Vision Century as settlement
of debts owed by the Group to Vision Century. The
Convertible Note is repayable in three years or convertible
into the Company’s ordinary share of HK$0.01 at an initial
conversion price of HK$0.205 each (subject to adjustments),
which was subsequently adjusted to HK$0.141 per
conversion share as result of the open offer on 16 October
2006.
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Post Balance Sheet Events

In order to strengthen the capital base of the Group and to
improve the Group's financial position, on 16 October 2006,
the Company effected an open offer with assured allotment
of three offer shares for every share of HK$0.01 each held
by shareholders as at 26 September 2006. The open offer
resulted in the issue of 248,112,042 new ordinary shares
of HK$0.01 each in the Company at a price of HK$0.12
per share. Cash proceeds of approximately HK$29,773,000,
before the related expenses, were received by the Company.
As a result of the open offer, the conversion price of the
Convertible Note was adjusted. In addition, pursuant to the
terms of the share option scheme, the exercise price and
the aggregate number of the share options were also
adjusted.

On 22 November 2006, the Group entered into a
conditional sale and purchase agreement to acquire from
HCSPL (i) the Sale Shares; and (ii) the Sale Loan at an
aggregate consideration of HK$7,126,560. The consideration
is to be satisfied by the Company issuing a convertible
note of HK$7,126,560. Upon completion, the Group's
interests in Xin Procurement will be increased to 75%. The
transactions under the agreement, including the issue of
the convertible note, constitute a very substantial acquisition
and a connected transaction of the Company under the
Listing Rules and are subject to the approval of the
independent shareholders in a forthcoming general meeting
of the Company. For details, please refer to the Company's

announcement dated 24 November 2006.

Foreign Currency Exposure

All borrowings of the Group are denominated either in
Hong Kong dollars or Renminbi or Singapore dollars. The
Group currently does not have a foreign currency hedging
policy. However, management closely monitors foreign
exchange exposure and will consider hedging significant

foreign currency exposure should the need arise.
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Human Resources

As at 30 September 2006, the Group employed a total of
14 employees, among which, 6 staff were based in Hong
Kong and 8 were in Singapore. Apart from competitive
remuneration package offered to the employees,
discretionary bonuses and share options are granted to

eligible staff based on individual performance.

Prospects

In the long term, Asia Pacific Region’s economic performance
remains promising and continues to have a positive effect
on the local economy. The management is confident that
the supply and procurement business will continue to be
benefited from the improving economic prospects. To
strengthen the prospects of further growth, we will continue

to expand its existing operations, to look for new investment

opportunities and to diversify its business.
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