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20. EVENTS AFTER THE BALANCE SHEET DATE
Placing of New Shures

On 17 November 2004, the Compuny entered into u placing ugreement with
u plucing uygent to pluce in uyyreyute 72,800,000 new shares to not less
than six independent investors at u price of HKS$0.095 per new share.

Upon completion of plucement on 15 December 2004, 72,800,000 shures of
HK$0.001 euch were issued und ullotted to six independent investors ut u
consideration of HK$0.095 per shure. Net proceeds derived from subscription
of approximately HK$6.8 million would be used by the Compuny for general
working cupitul of the Group or for future investment purposes.

INTERIM DIVIDEND

The Bourd did hot recommend the puyment of un interim dividend for the
Period (2003: nil).

MANAGEMENT DISCUSSION AND ANALYSIS

For the Period, the Group recorded u consoliduted furnover of approximutely
HK$88.0 million us compured with upproximately HK$23.1 million for the lust
correspondiny period, which represented un increuse of upproximately 281%.
Loss from operutions increused from upproximutely HK$3.5 million in the lust
corresponding period to upproximutely HK$7.2 million for the Period. Due to
u guin on disposul of subsidiuries of upproximutely HKS21.6 million, the Group
recorded u consoliduted profit of upproximutely HK$10.7 million us compured
with u consoliduted loss of dpproximutely HKS$5.8 million for the lust

correspondinyg period.
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REVIEW OF OPERATIONS

Apparel Trading and Retailing

Appurel trading and retuiling business of the Group was principully involved
in the wholesule und retfuil of products through an extensive distribution
network in Hony Kony, Mucuu und the PRC. The segment results were
improved by reduciny the loss fo upproximautely HKS4.3 million for the Period
us compured with u loss of upproximautely HK$14.3 million for the period from
the dute of ucquisition on 26 September 2003 to 31 March 2004.

With the continuing recovery in the economy und the encourayginyg rebound
in the retdil market, the munaygement expects the operation results of this

segment will be improved in the near future.

Securities Trading and Financial Services

The Group becume more uctive in purticiputing in the eyuity investment
murket. Turnover increused from upproximutely HKS0.2 million in the lust
correspondinyg period to upproximutely HK$39.1 million for the Period. Due to
the fast movinyg und volutile market conditions and the Group's prudent
attifude in investment strateyy, no muterial conftribution or loss wus recorded
from this segment during the Period.

For the financiul services business, the Group wus very cuutious in choosiny
potential clients. A minimal contribution was recorded in this segment during
the Period.
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Long Distance and Continuing Education

The Group had 49% equity interest in Globdal Institute which, together with its
subsidiary, principully enguged in orgahising und providing higher educution
programs to mature students in Hong Kony und the PRC. Most of the PRC
partnering institutions of Globul Institute still put their development uctivities
oh hold. As u result, the PRC development wus slower than expected.
However, the munagement unticipates to see its growth in the lony run.

Freight Forwarding and Vessels Operating Common Carrier Services and
Container Depot and Logistics Management Services

In recent yeurs, the Group had been fucinyg infense competition in these two
seyment murkets. In order to reduce the Group’s externul borrowinys und
give more flexibility in allocation of resources for future business expunsion,
the Group disposed of its businesses in these two seyments in April 2004.

EMPLOYEES AND REMUNERATION POLICY

As at 30 September 2004, the Group employed 158 permanent employees,
including 91 employees in Hong Kony und 67 in the PRC. The Group contihnued
to review the remuneration puckuges of employees with reference to the
level und composition of puy, generul murket condition und individuul
performunce. Stuff benefits include contribution to Manddatory Provident Fund
Scheme and discretionary bonus, share option scheme, medicul dllowunce

and hospitulization scheme und housing dllowunce.

Foundation Group Limited



2004-2005 interim report

LIQUIDITY AND FINANCIAL RESOURCES

The Group hud been fundiny its operution entirely by shareholders' equity
and cush yenheruted from operations and short term loun. Totul honh-current
assets und current ussets of the Group us ut 30 September 2004 were
approximately HK$15.8 million and approximately HK$85.8 million which were
finaunced by hon-current liabilities, current liabilities and shureholders' equity
of upproximately HKS$8.5 million, HK$43.6 million und HK$49.5 million

respectively.

The geuring rutio (culculuted by totul short term louns us u percentuyge to
the net ussets vulue of the Group) of the Group wus reduced from 78.4% us
at 31 March 2004 to 44.7% for the Period .

Together with the cush yenerated from the Group’s operution in its ordinary
course of business, coupled with the net proceeds from the pluciny of hew
shures mentioned unhder the heuding of “Cupitul Structure” below, the
Directors expected thut the Group will have sufficient working capital for its

operautions.

The Group had limited exposure to the fluctuution in exchange rutes.
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CAPITAL STRUCTURE

Placing of New Shares

On 17 November 2004, the Compuny entered into u plucing ugreement with
g plucing ugent to place in ayyreyute 72,800,000 hew shares to not less

than six independent investors ut u price of HKS0.095 per hew shure.

Uponh completion of placement on 15 December 2004, 72,800,000 shares of
HK$0.001 euch were issued und ullotted to six independent investors ut u
considerution of HK$0.095 per shure. Net proceeds derived from subscription
of upproximautely HK$6.8 million will be used by the Compuny for general

working capital of the Group or for future investment purposes.

CHARGES ON ASSETS

Short term loun wus secured by the Group’s equity interest in a subsidiary
and u charge on loun due by this subsidiary. It wus repayuble within ohe

yeur.
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PROSPECTS

For the appuarel tradinyg business, the manugement will strengthen its control
and involvement in the distribution network in the retdil sector, especidlly in
the PRC. The munugement believes thut the increused puarticipution in the
retdil business in the PRC will improve the profit margin of this business sector
in the lony run. Given the continuous reboundiny investment sentiments in
the equity murket und the increusing demund for the finuncial resources for
investors, the munugement expects that more contribution will arise from
securities trudinyg und finunciul services in the second hulf of the finunciul
yeur.

The munuyement would continue to look for promising investment
opportunities or auny other hew business ventures to ensure u prosperous

growth of the Group.
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