26

Interim
Report
2005
I

UPBEST GROUP

LIMITED|3§E%€F&’AEI

INTERIM DIVIDEND

The Board has resolved not to declare any
interim dividend in respect of the six months
ended 30th September 2005 (2004: nil).

MANAGEMENT DISCUSSION AND
ANALYSIS

BUSINESS REVIEW

The interim result for the period ended 30th
September 2005 reflects the early stage of profit
realization arising from the successful
diversification program of the Group to benefit
from the upturn in Macau’s property sector and
the acquisition of the loan portfolio. Net profit
for the period reached HK$61.3 million that
represented an increase of 302% from that in
the corresponding period in 2004. Earnings per
share increased by 257% from HK1.4 cents for
the period ended 30th September 2004 to HK5.0
cents. The significant improvement in profit
resulted from the disposal of 40% equity interest
in a subsidiary incorporated in Macau for
property development with book value of
HK$44 million and the successful acquisition
of Gold Face Finance Limited (“GFF”) at an
attractive price. GFF is principally engaged in
the provision of second mortgage loans and
personal loans. The turnover of the Group’s core
financial services business increased by 18%

during the period.
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Securities and Commodities Brokerage

The brokerage segment recorded a contributable
to profit before tax of HK$2.6 million, an
around HK$0.7 million,
approximately 36%, compared to HK$1.9

increase of

million achieved for the 6 months ended 30th
September 2004.

Corporate Finance

To a large extent, the earning performance of
this segment depends greatly on market
conditions. According to the Quarterly Report
of the Hong Kong Exchanges and Clearing
Limited, there were only 26 companies newly
listed for the second and third quarter of 2005.
When compared with the corresponding period
of 2004, there were 36 companies newly listed,
this represented a decrease of approximately
28%. Turnover from this sector decreased by
56% when compared with the same period in
2004. The result is in line with the market trend.

Assets Management

The Group was the investment manager of two
companies listed on the Main Board of the Stock
Exchange under Chapter 21 (Investment
Companies) of the Rules Governing the Listing
of Securities and four other institutional clients.
Total asset value under our management
exceeded HK$900 million for the period ended

30th September 2005.
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Financing

The Group’s turnover within the money lending
business and margin financing activities was
similar to the corresponding period last year.
Turnover within this segment increased by
approximately 17% mainly due to an increase
in interest rates and business expansion
activities. At the beginning of 2005, the Group
entered into a restructuring agreement together
with the scheme prepared under s166 of the
Companies Ordinance, Chapter 32 of the Laws
of Hong Kong in order to acquire GFF. The
completion of the acquisition of entire share
capital of GFF took place on 22 September
2005. As at the date of this report, GFF is a
wholly owned subsidiary of the Group and will
generate steady interest income for the Group.
On 16 November 2005, GFF has received a
writ of summons issued by True Gold
Investments Limited (“True Gold”) against GFF,
the newly acquired wholly-owned subsidiary,
as 2nd defendant. Gold-Face Enterprises
Limited, an independent third party, as the 1st
defendant under the writ of summons. The
Group had immediately obtained legal advice
from Counsel upon our receipt of the writ of
summons. Given that the allegations in the
statement of claim are vague and not properly
particularized, it is the opinion of the Board,
the writ of summons should not have any
material adverse impact on the business
operations and financial performance of the

Group.
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Property Investment

Chino Plaza located in Macau Peninsula Central
was acquired during the first quarter of 2005.
The property comprises gross floor area of more
than 100,000 sq.ft. retail shops plus 51
carparking spaces. It started to contribute to
the turnover and profit of this business segment.
In addition, as at 30th September 2005, the
Group portfolio also included one piece of land
located in Macau which the Group intends to
develop into residential / commercial building.
During 2005, the Group had entered into an
agreement to purchase a piece of land located
in Macau with market value of HK$57 million
at a consideration of HK$27 million. As at 30th
September 2005, the land was still under
registration process. In this regard, the HK$27
million was recorded as deposit. This segment
contributed approximately 5% of the total turnover.

During the period, the Group had entered into
a joint venture with one of US top five-
investment fund to acquire the shopping mall
of Treasury Garden, a property located in Macau
Taipa. In addition, the Group had disposed 40%
interest in a subsidiary which principally
engaged in Macau property development for a
profit of HK$18.1 million.

Prospect

To achieve the necessary growth momentum and
to maximize the financial returns to our
shareholders in the future, the Group had
successfully diversified into the Macau property
investments markets and acquired Gold Face
Finance Limited in 2005. Rental income and
interest income generated from
transactions had become a steady income
stream for the Group during the interim
reporting period. The Group capitalized on the
experience and knowledge of the Management
and is now well positioned.
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Prospect (Continued)

The Group will be continuously on the lookout
for new investment opportunities with the
objective to maximize shareholders’ benefit for
the full financial year 2005/2006 and years
beyond.

FINANCIAL REVIEW
Liquidity and Financial Resources

As at 30th September 2005, the Group had cash
and bank balances of approximately HK$125
million (31st March 2005: HK$98 million) of
which approximately HK$64 million (31st
March 2005: HK$63 million) were pledged to
bank for facilities granted to the Group. The
Company has provided corporate guarantees to
a bank to the extent of HK$233 million (31st
March 2005: HK$173 million) for securing

general banking facilities granted to subsidiaries.

As at 30th September 2005, the Group had
available aggregate banking facilities of
approximately HK$343 million (31st March
2005: HK$283 million) of which approximately
HK$174 million (31st March 2005: HK$144

million) was not utilized.

Gearing Ratio

As at 30th September 2005, the amount of total
bank borrowings was approximately HK$187
million (31st March 2005: HK$151 million),
being equal to approximately 42% (31st March
2005: 38%) of the net assets of approximately
HK$447 million (31st March 2005: HK$399

million).
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