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The year ended 31 March 2006 (the “Year”) has been a challenging
yet fruitful year for the Group. The local construction market
remained weak and the Group consciously refrained from
participating in potentially unprofitable construction projects and
continued its strategic transformation during the Year. As expressed
in my last report, the process of transformation involves strategies

to accomplish both short and long term growth for the Group.

The Group had successfully collected payment from contractors for
variation works of certain completed projects during the Year.
Negotiations on settling variation works of several other projects
are still ongoing and management is confident that rewarding
settlement can be agreed upon in the current year. In the short term
and the financial year 2006/07, compensations for variation works
and machinery sales are expected to contribute considerably to the

results of the Group.

Meanwhile, the Group has completed its first phase of diversification
into ocean transportation business in March 2006 with the acquisition
of a vessel-holding company. Details of the acquisition were conveyed
in the Company’s circular to shareholders dated 13 February 2006.
Following the acquisition, upgrading works were commissioned to
enhance the vessel’s operational efficiency and it has been put back
in operation in June 2006. The design and capacity of the vessel
enable it to transport heavy and bulky objects, such as oil rigs,
construction and container terminal equipment, other vessels and
offshore working amenities. Management anticipates that the vessel
can lead the Group into the lucrative heavy transport industry and
also facilitate the Group to mobilize its resources to expedite its

construction and machinery trading businesses in the years to come.

With the above accomplishments, the Group has blissfully ventured
into a profit-making position in the current reporting year following

last year's unpleasant results.
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Management is actively exploring opportunities to enhance the
Group's capacity in the shipping business and establish a presence
in the field of marine engineering and in foundation construction
market overseas to pave way for its long term development and
success. Inherently, there is significant geographical imbalance in
natural resources worldwide. As economies expand, so does the
demand for resources, especially relatively immobile resources, and
related supportive facilities, as demonstrated by the ever-growing
demand for crude oil, mineral ore, oil pipelines and production
facilities. Such mismatch of resources also extends to the construction
market, where there exists intense demand for construction expertise
and equipment in the Middle East as opposed to excess supply locally.
With its established construction and newly acquire transportation
capabilities, the Group is well-fitted and keen to undertake profitable
construction projects overseas. At the same time, the Group will
continue to equip and position itself, including through the
acquisition of additional transport vessels and shipyard should the
need and opportunity arise, to take on heavy transport and marine
construction opportunities associated with offshore production and

supply infrastructure projects.

The Group envisages tremendous tasks ahead in its transformation,
as well as great prospects of rewards. | take this chance to
acknowledge the valuable contributions made by fellow directors,
staff members and business partners throughout the years. The
Company’s directors and management will dedicate their best effort
to lead the Group to strive for the best interests for its shareholders

and business associates.
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