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Business and Financial Review

The Group recorded a turnover of HK$104.8 million for the financial
year ended 31 March 2006 (the “Year”) as compared to that of
HK$62.5 million for the year ended 31 March 2005 (the “Previous
Year”). The acquisition of a vessel-holding company, namely Master
View Co., Ltd. (“Master View"), which has been accounted for by
merger accounting, contributed a turnover of HK$50.6 million to
the Group in the Year, partially compensated the effect of the
HK$12.2 million drop in revenue from foundation projects. The rise
in gross profit is attributable to results of the vessel-chartering
operation of Master View and a marine foundation project. Detailed
analyses of the effect of the acquisition of Master View and the
vessel operation are set forth in note 2 and note 5 to the financial

statements respectively.

The Group recognized HK$16.7 million of other income in the Year,
of which HK$15.0 million is related to the receipt of a previously
written-off receivable for variation contract works. A deferred income
of HK$0.9 million from the Previous Year relating to the marine
foundation project was also recognized in the Year when the project

has reached a certain stage of completion.
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The rise in the Group's finance costs is mainly due to inclusion of
Master View's cost of financing for its vessel amounting to
approximately HK$6.1 million in the Year.

Overall, the Group has achieved a turnaround from Previous Year's
loss position and reports a HK$14.9 million operating profit and
HK$4.4 million profit after tax for the Year.

Construction Contracts

Competition in the local construction market remained stiff and
cautions were exercised by the Group in tendering for projects. The
Group continued to work on the marine piling project which
commenced in the Previous Year and contracted for the foundation
works of an industrial building construction project, both of which
are expected to complete in the financial year 2006/07 and provide

a reasonable rate of return.

It is usual for variations, both in technical specifications and scope
of work, to arise out of construction projects. The Group is always
committed to discharging its contract duties and fulfilling customers’
needs despite any variations which may develop in the process.
Settlement for variation works are usually negotiated between the
parties involved after completion of the construction project. The
Group has successfully collected favourable settlement for variation
works in the Year and the Previous Year. Management foresees that
settlement for variation works of a couple other completed contracts

can be crystallised in the current year.
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Machinery Trading

The fast economic growth in mainland China and the Middle East
created great demand for construction expertise and machinery in
the past few years. The relatively long lead time and rising material
cost for the production of heavy construction machinery further drove
up the demand and prices of pre-owned machinery. The Group has
been receiving enquiries expressing interest to acquire various types
of its construction machinery and equipment during the Year and
sees now as the right time to expand its machinery trading business.
A few sale transactions of machinery have been concluded during

the Year with further growth expected in the current year.
Vessel Chartering

The Group has acquired ownership of a semi-submersible heavy-lift
type transport vessel (“Vessel”) through its acquisition of Master
View in March 2006. The Vessel was acquired by Master View in
2005 and had embarked on three voyages for the shipment of over-
sized cargoes, including oil rigs and other vessels, prior to being
taken over by the Group. Since then, the Vessel has been undergoing
upgrading works to enhance operational efficiency and has been

put back in operation in June 2006.

The heavy transport industry is very much dominated by no more
than two operators, which together control over 80% of the heavy
transport shipping capacity in the world. There are approximately
twenty semi-submersible heavy-lift vessels in operation presently,
with less than ten of similar and comparable size to the Vessel. Given
such limited capacity, the Group envisages immense opportunities
to follow its initial stride into the business and is actively exploring

means to expand its presence and capacity in the industry.
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Liquidity, Financial Resources, Capital Structure
and Gearing

The acquisition of Master View, which was accounted for by merger
accounting, has rendered considerable incremental impact on the
Group's total assets and total liabilities as at 31 March 2006 and 31
March 2005. Such effects are being summarized in note 2 to the

financial statements.

As at 31 March 2006, the Group had cash and bank balances of
HK$48.7 million (2005: HK$50.6 million) and total borrowings of
HK$157.9 million (2005: HK$220.8 million). Current portion of long
term borrowings, short term borrowings and bank overdrafts as at
31 March 2006 amounted to HK$117.0 million (2005: HK$164.3
million). The Group’s gearing ratio as at 31 March 2006, calculated
by dividing net borrowings by total equity, was 0.82 (2005: 1.33).
Interest on the Group's borrowings was mainly on floating rate basis.
The reduction in gearing was mainly attributable to the enhanced

cash flow from operating activities.

Although the level of debts falling due in the short term remains
high, the Group has already administered procedures to alleviate
pressure on its short term cash flow. Several transactions of
equipment sales have been completed in the few months subsequent
to the end of the Year and have brought over HK$30 million of net
cash flow to the Group. With its Vessel back in operation since last
month, the Group envisages a stable stream of revenue from shipping

operation can be established to strengthen its liquidity.
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Operations of the Group are mainly conducted in Hong Kong Dollars
("HK$") and United States Dollars (“US$") and its revenue, expenses,
assets, liabilities and borrowings are principally denominated in HK$
and US$, which do not pose significant foreign currency risk at

present.
Charges on the Group’s Assets

The net book values of machinery and equipment held under finance
leases and pledged for long-term bank loans amounted to HK$41.6
million and HK$35.6 million respectively. A vessel with net book
value of HK$66.2 million is pledged to secure for other loan. Certain
banking facilities are secured by bank deposits of HK$46.8 million.

Employees and Remuneration Policies

The Group has about 49 (excluding directors) staff members as at
31 March 2006 and provides competitive remuneration packages
to employees which commensurate with individual job nature and

performance.

The Group adopted a share option scheme as incentive to eligible
persons for their contribution to the Group. Details of the scheme
are set out under separate heading in this report.

Contingent Liabilities

Contingent liabilities of the Group are disclosed in note 29 to the

financial statements.
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