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FINANCIAL REVIEW

Financing and Capital Structure

In the period, the net current assets of the Group was at a level
of approximately HKS$203 million (30 September 2005: HKS228
million). The current ratio and the quick ratio (excluding
inventories) were 2.3 (30 September 2005: 2.8) and 2.1 (30
September 2005: 2.5) respectively. Shareholders” funds were
maintained at approximately HKS473 million (30 September 2005:
HKS$456 million).

The Group maintained bank balances and cash of approximately
HKS77 million (30 September 2005: HKS89 million), while the
fixed deposit was approximately to HKS 10 million (30 September
2005: HKS9.9 million). The Group has followed its prudent
philosophy of operations and mainly used internal fund for
operation whilst keeping its bank borrowings at the level of 6%
to 12%. The risk of borrowing is relatively lower than the similar

sizes of companies.

For the period ended 31 March 2006, the total bank borrowings
of the Group stood at approximately HK$36 million (30 September
2005: HKS35 million) of which HKS16 million (30 September
2005: HKST8million) was not repayable within one year. The
borrowings were mainly used to finance the acquisition of

investment properties.

After the period ended, the Group has been granted two new
term loans from bank, totally amounting to HKS26 million. The
new term loans will be used to finance the acquisition of a new
retail shop which is situated at the intersection of Hennessy Road
and Canal Road West. The acquisition was subject to a tenancy,

which current term will be completed on 5 June 2006.
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Capital Expenditure

Total capital expenditure for the period was HKS$48 million (30
September 2006: 39 million), out of which, HKS21 million (30
September 2005: HKS28 million) was spent on the construction
of industrial buildings in Luoding and Heyuen, whereas
approximately HKS27 million was used to the acquisition of
investment properties. Besides the said expenditures, the Group
did not make any substantial investment on plant and machinery

in the first half year.

Treasury Policy

Most of the Group’s sales and purchases were denominated in
HK Dollars and US Dollars. As HK Dollars and US Dollars are
pegged, the Group had minimum exposure to foreign exchange
fluctuation and, presently, the Group has not entered into any
financial instrument for hedging purposes. However, the Group
will closely monitor the overall currency and interest rate
exposures. When appropriate, the Group will hedge against

currency exposure as well as interest rate exposure.

EMPLOYEE INFORMATION

As at 31 March 2006, the Group employed approximately 39
employees (30 September 2005: 36) in Hong Kong and
approximately 2,900 employees (30 September 2005: 3,200) in
the PRC. Generally, the turnover rate of PRC employees is relatively
higher than that of Hong Kong employees. In order to encourage
employees to stay with the Group, the remuneration packages
are generally structured with reference to market conditions and
the qualifications of the employees. The salaries and wages of
the Group’s employees are normally reviewed on an annual basis
based on performance appraisals and other relevant factors.
Bonuses are normally paid to the management, based on
individual merits as well as the results from the respective
companies with which the staff works for. Benefit plans for Hong
Kong staff include a provident fund scheme and medical
insurance. The Company also maintains a Share Option Scheme,
under which options may be granted to employees to subscribe
for shares in the Company. This Share Option Scheme is designed

to give employees an incentive to enhance their performance.
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PROSPECTS

At present, the operation environments of most of Hong Kong
or the Taiwan enterprises investing in the PRC are more
challenging than ever. These challenges include increasing wages,
surging consumption prices and living standard in PRC ,
(especially in the areas of Shenzhen, Dongguan and Pearl River
delta area). In addition, the high density of production enterprises
has increased competition. These factors are common for different
types of enterprises: i.e. relatively high oil prices , increasing
interest rate, possible further appreciation in RMB, increasing costs
(such as wages and salaries and other expenses denominated in
RMB) and labour shortage etc. All of these factors will significantly

impact upon the Group’s profits.

To mitigate against these unfavorable factors, the Group has
already decided to move its production facilities to areas far from
the Dongguan and Shenzhen areas and establish new plants in
Heyuen and Luoding. With the relocation to the developing
zones, it is possible to lower all production cost and at the same
time allow the Group to obtain ample development space for
future production expansion. In the foreseeable future, the Group
will do its utmost to develop new products. Management is
confident that the new products will improve the Group’s
bargaining power in the market and contribute to satisfactory

returns to the Group.

It is anticipated that the market condition will remain difficult in
the second half of the financial year, and the Group will still
need to face various challenges. However, the Group will
continue to take stringent cost controls, streamline its operations,
reduce its capital expenditure, maintain its vigilance to further
strengthen the quality of its products and enhance its production
efficiency. These will be the keys to the Groups continual success.
Looking ahead, the Group will strive to sustain its profitability,

and is committed to the best interests of its shareholders.
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Name of director

A& (K ta)
Mr. Chow Tak Hung (note a)

E#AE L (KiEb)
Madam Chau Choi Fa (note b)
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DIRECTOR’S INTERESTS IN SECURITIES

As at 31 March 2006, the interests and short positions of the
directors of the Company, in the shares, underlying shares and
debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the Hong Kong Securities and
Futures Ordinance (the “SFO”), as recorded in the register required
to be kept under Section 352 of the SFO, or as otherwise notified
to the Company and The Stock Exchange of Hong Kong Limited
(the “Stock Exchange” ) pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies (the “ Model Code”),

were as follows:

Long positions in ordinary shares of HK$0.5 each of the

Company:
HARRFE
DEITRA
ZEDH
Percentage of
RikER NEERE R4 the Company’s
Family Corporate Total number issued share
interest interest of shares capital
- 191,413,194 413,194 51.22%
191,413,194 - 191,413,194 51.22%

Notes:

fif et

(a) [EEERE ARKLKEIREBEIER
+ 9 Bl T3 Bright Asia Holdings Limited
BEITIRO0%  20%K 2002 BR R
A o

(b) RAEEEETDARIERLTZIX &

HEAZEZTALBRAKIELLZR
Tt o
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(a) Mr. Chow Tak Hung, Madam Chow Woon Yin and Madam Wong
Siu Wah are beneficial owners of 60%, 20%and 20% respectively of
the issued share capital of Bright Asia Holdings Limited.

(b)  Mr. Chow Tak Hung is the husband of Madam Chau Choi Fa whose
personal interests are therefore also the family interest of Madam
Chau Choi Fa.
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Save as disclosed above and options holdings disclosed under
the heading of “share option scheme and directors’ rights to
acquire shares or debentures” and other than certain nominee
shares in subsidiaries held by certain directors in trust for the
Company, none of the directors, chief executives , nor their
associates had any interests or short positions in the shares,
underlying shares or debentures of the Company or any of its
associated corporations as at 31 March 2006, (within the meaning
of Part XV of the SFO| as recorded in the register to be kept
under Section 352 of the SFO or as otherwise notified to the

Company and the Stock Exchange.

SHARE OPTION SCHEME AND DIRECTORS’
RIGHTS TO ACQUIRE SHARES OR DEBENTURES
Pursuant to an ordinary resolution passed in the Company’s special
general meeting held on 1 February 2003, the Company
approved and adopted a share option scheme (the “Scheme”)

which will expire on 31 January 2013.

The purpose of the Scheme is to recognize and motivate the
participants and to provide incentives and rewards to eligible
participants who contribute to the success of the operations of
the Group. Under the Scheme, the directors may grant options
to any eligible participants, including the Companys shareholders,
all directors and any full-time employees of the Company or any
subsidiaries and any suppliers, consultants or advisors who will

provide or have provided services to the Group.
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Share options granted to a director, chief executive or substantial
shareholder of the Company, or to any of their associates, are
subject to approval of the independent non-executive directors
of the Company. In addition, any share options granted to a
substantial shareholder or any independent non-executive director
of the Company, or to any of their associates, which would
result in the shares issued and to be issued upon exercise of all
share options already granted and to be granted (including share
options exercised, cancelled and outstanding) to such person in
any one year up to and including the date of such grant (i)
representing in aggregate value over 0.1% of the shares of the
Company in issue on that date; and (ii] having an aggregate
value, based on the closing price of the shares on the date of
each grant, in excess of HKS5 million, are subject to shareholders’
approval in a general meeting.

The exercisable period of the options granted are determined by
the board of directors of the Company at its absolute discretion.
The share options will expire no later than ten years from the
date of grant. At the time of grant of the share options, the
Company may specify a minimum period for which an option
must be held before it can be exercised. The acceptance date
should not be later than 28 days after the date of offer. A nominal
consideration of HKST is payable on acceptance of the grant of
options. The subscription price of the option shares is not less
than the higher of (iJthe closing price of the shares on the date
of grant; (ii) the average closing prices of the shares on the five
trading days immediately preceding the date of grant, and (iii
the nominal value of the shares. The maximum number of shares
in respect of which options may be granted under the Scheme
may not exceed in nominal amount of 10% of the issued share
capital of the Company at the date of approval of the Scheme.
However, the total maximum number of shares which may be
issued upon exercise of all outstanding share options must not
exceed 10% of the issued share capital from time to time. The
number of shares in respect of which options may be granted to
each eligible participants in any one year is not permitted to
exceed 1% of, the shares of the Company in issue from time to
time.




