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Management Discussion and Analysis

FINANCIAL REVIEW

During the year, the Group’s continuing operations, sales in PVC films,
was approximately HK$282.89 million, compared with approximately
HK$292.02 million for the last year, a decrease of about 3.13%.
Gross profit margin had increased to 7.82% as compared with last
year of 6.77%. Gross profit for the year was HK$22.11 million as
compared with HK$19.78 million last year. The sales volume for the
year was 30,640 tones as compared with last year of 31,958 tones.
The average selling price per ton was HK$9,232 per ton and slightly
rising of HK$95 per ton as compared with last year of average selling
price of HK$9,137 per ton. The decrease in revenue and improved
gross profit margin was mainly due to the Group tightening cost
controls over factory overheads. The profit for the year from continuing
operations was HK$0.66 million, compared with the loss of HK$15.62
million last year. The Group's basic earnings per share from the PVC
films for the year was HK0.01 cent when compared with loss per

share of HK0.46 cent last year.

The management of the Company had satisfied the profit performance
of the Company in the 1st half year which had a net profit of HK$14.5
million including (i) a gain on write-off of indebtness of HK$11.1
million by a shareholder, (ii) a gain of HK$1.6 million on disposal of a
long term investment in Suzhou Fuyi Plastic Products Co Ltd and (iii)
an operating income of HK$1.8 million. But in the 2nd half year, due
to the competitive market in PVC films and the continued rising of
crude oil price and its created a history high record as well as poly
vinyl chloride resins and plasticizer, that are mainly raw materials
used for our production of finished products. As a result, our costs of
production had increased sharply. On the other hand, we could not
shifted the material costs to the customers immediately. Eventually,

our Tst half year profit was erased.

Bt % B B8

FANAEERELEEBRM2EERNOR
282,890,000/ 7T - HH# 70 £ & 49292,020,0007%
JCNEK#I3.13% © EFE EFHET.82% © MESF
EREAE6.77% - NFEEFAE22,110,0007%
JL T ZEF EF A A19,780,00058 Lo AFEHE
£ /330,640 - 1) = 5§55 2 Bl /531,958 « 14
FHEBERENEY232B T BEAFFHEETHE
9,137B L& _EFHEMEISE T o Wi as T R T F)
EENEFERANSERBELER BN
BRI AETE AFERBELEEB N A
660,000/ 7T » & 4 Bl /& 5 18 7% 5815,620,0007%
ToFR AEBERERBHZERERNRFAE0.01
B EF R R EBREE0.467 -

RAARZEBRESBUATSBERRARIG ST
41 %)14,500,0007 7T 2 @ FIZR 38 - B 45 ()M EE —
ZREE 2 {EF511,100,0008 7T (i) HEHMNE £
BEGERAAZ " ERHKEEZIK
% 1,600,000/ 7T ¢ K& (iii) 48 & WA 1,800,0005%
TLo AT R T HF BHRBMEMSHE IR R
MERSEEATEREL SN NEREEE
REERKAMZEERMBRAZLGERAIBE 2
BRI TE LRk AN E B 2 A ER AT ARE
# Ao LS - AN 5 B R BE BN BF S IR M R AN IR R
PR AEEEXFZHBFEHENS-

8

Bestway International Holdings Limited Annual Report 2006



= IE -L_.I- A & *ﬁ

Management Discussion and Analysis

During the year, the management continued its efforts to maintain a

profit margin for the Company by the following events:
(1) tightening cost controls over factory overheads.

(2) The management anticipated that the crude oil price would be
continued rising in the future as well as poly vinyl chloride
resins and plasticizer, that are mainly raw materials used for
our production of finished products. We have changed our
procurement policy to buy raw materials at appropriate time
and at appropriate quantity to prevent persistently uprising in

the price of raw materials depressing our profit margin.

(3) The management anticipated that the interest rate would be
continued rising in the future. We had partially repaid of loans
and other borrowings to diminish the burden of higher interest
costs. As a result, the finance cost had reduced from HK$10.13

million last year to HK$3.92 million for the current year
LIQUIDITY AND FINANCIAL RESOURCES

As at 31 March 2006, the Group's interest-bearing bank and other
borrowings amounted to HK$49,690,000 which was a decrease of
HK$46,408,000 from its borrowings of HK$96,098,000 (restated) at
31 March 2005. It was mainly due to (i) the Company had raised
funds of HK$27.3 million on 22 April 2005 and applied HK$24.9
million to partially settle the HK$36.0 million Secured Term Loan due
to Wealthguard (the substantial shareholder) through placing of Shares,
(ii) Wealthguard had waived its debts amounting to HK$11.1 million
due from the Company on 13 June 2005, and (iii) net repayment of
other loans of HK$10.4 million.
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Management Discussion and Analysis

Of the Group’s total borrowings at 31 March 2006:

(i) HK$13,251,000 is at floating interest rates and HK$36,439,000

is at fixed interest rates.

(i) 1.59% is denominated in Hong Kong Dollars and 71.74% is

denominated in Renminbi and 26.67% in United States Dollars

As at 31 March 2006, the Group’s cash and bank balances amounted
to HK$14,200,000 (as at 31 March 2005: HK$ 13,336,000). The
Group's net asset of value amounted to approximately HK$66.06 million
(as at 31 March 2005: deficiency in net assets 6.39 million(restated))
with total assets of approximately HK$166.20 million (as at 31 March
2005: 184.12 million(restated)). Net current assets were approximately
HK$2.58 million (net current liabilities as at 31 March 2005: 7.31
million(restated)) and the current ratio was 1.03 times (as at 31 March
2005: 0.92 times).

The gearing ratio , expressed as the percentage of total borrowings to
total net assets, was 75.22% as at 31 March 2006 (It was meaningless
for comparison with amounts as at 31 March 2005 because of

deficiency in net assets).

On 22 April 2005, Wealthguard placed 682,000,000 ordinary shares
of HK$0.01 each in the Company to certain independent investors at
HK$0.04 per share. On the same day, the Company allotted and
issued 682,000,000 new shares to Wealthguard at HK$0.04 per share,
with net proceeds of approximately HK$27.3 million. Out of the net
proceeds of approximately HK$27.3 million, HK$24.9 million was
applied to partially settle the HK$36 million Secured Term Loan due to
Wealthguard. As a result of Placing, the Group returned from deficiency

in assets to positive in equity.
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Management Discussion and Analysis

On 13 June 2005, Wealthguard had waived of its debts amounting to
HK$11,100,000 due from the Company.

On 23 June 2005, Wealthguard had exercised its right to convert all
the HK$50,414,704 of 1.5% Second Tranche Convertible Bonds into
252,073,520 shares at the conversion price of HK$0.2 per share.

On 12 September 2005, the Company had passed a special resolution
to approve of the reduction of the entire amount of
HK$254,421,266.38 standing to the credit of the share premium

account of the Company to offset part of the accumulated losses.

On 13 December 2005, the Company had a sale and purchase
agreement with Hebei Cangzhou Chemical Group for the conditional
acquisition of the Sale Share, which represents 12% of the existing
issued share capital of Cangzhou Chemical which is listed on Shanghai
Stock Exchange, at a consideration of RMB124,908,888 and entered
a Placing Agreement with the VC Brokerage Limited to finance the
above acquisition on a best effort basis respectively. Since some of
the conditions set forth in the Agreement have not been fulfilled as
at the balance sheet date and the Original Condition Fulfilment Date,
the Company has, at the request of the Vendor, agreed to further
extend the Original Condition Fulfilment Date to 13 January 2007.

Post Balance Sheet Events

Subsequent to the balance sheet date, the following events had

occurred:—

On 11 May 2006, the Group disposed of its entire interest in Luen Fat
Hong Investment Limited(BVI) to an independent third part at a
consideration of RMB4,200,000 (equivalent to approximately
HK$4,038,000). Luen Fat Hong Investment Limited holds the 25%
equity interests in Shenzhen Wuye Jifa Warehouse Co Limited (“SWJ").
The major asset of the SWJ is holding a parcel of land located at

Yantian Port, Yantian, Shenzhen.
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Management Discussion and Analysis

On 9 June 2006, the Company entered into a subscription agreement
with Forex Investment Development Limited (“Forex”), a company
incorporated in the British Virgin Islands and independent to the Group,
in relation to the subscription of a 2-year, 4% guaranteed convertible
note and convertible into ordinary shares of, the Company up to a
principal amount of HK$46.5 million (the “New CBs”). It is intended
that, among the estimated net proceeds of HK$46.2 million, HK$28.2
million will be used as general working capital and HK$18 million will
be used as the Group’s future investments in construction of production

plant and its ancillary facilities.

The New CBs, if fully subscribed for and issued, are convertible into a
total of 191.4 million new ordinary shares of the Company at the
initial conversion price of HK$0.243 per ordinary share. As at the date
of these financial statements, the subscription has not yet completed

as certain conditions have not been satisfied.

CHARGE ON THE GROUP’S ASSETS

Bank deposits of HK$5,688,000 as at 31 March 2006 (as at 31 March
2005: HK$4,237,000) were pledged for trust receipt loans and other
short term trade financing facilities granted to the Group. Certain of
the Group’s medium term leasehold land the Plant were pledged to
secure a loan of RMB12.6 million (equivalent to approximately HK$12.1

million) granted to the Group.

EXPOSURE TO FOREIGN EXCHANGE
FLUCTUATION

The Group’s monetary assets and liabilities were principally
denominated in Hong Kong dollars, Reminbi and U.S. dollars. Inasmuch
as the Hong Kong dollar is pegged to the U.S. dollar, and that there
has been minimal fluctuation in exchange rate between Hong Kong
dollars and the Reminbi, the Group’s exposure to currency exchange

risk was minimal.

BhBARQF Sy
ézﬁ%ﬁﬂﬁﬁx* BURAER 2 TE%&%
ZERARLAE ([EWR]) ST RERR ERNEE
R A S fAi5=E46,500,0007% 7T A B W 4 1Y
EERERURRER MZEERITLBALRA
AIEBAR ([FaalRkESH]) - AR A& E
= BT 15 3UE % %8 46,200,000 7T+ © 28,200,000
BT RIE— A EEE S 1M 18,000,0007% 7T #%
FAEREBARKREAZEERRE R EHRE
FTAZE®-

HEZBRBRET FIRRESF TRV LA
BRESRE®BKR00243B T H 2 B & H
191,400,000/ 7T 2 78 22 &) & 8 A o A UL Z 81 75
REBH AETHRGMDREER REMRT
520

rEBEEZHT

BE-_ZTTAF-A=-+—B AEBERMER
ERREERREMGHRE ZE8/E KIFRT
17305,688,0008 L (ZETHF=A=+—8:
4,237,000/ 7T) - N EE T R HATEE 1 i R
FEHEAAER—%F AR 12,600,000 (%
M 4912,100,0008 7T) 2 B3

S BE R B R B

AEBEBKEERABZENB T ARBR
ENABA-ENETEETEN mBTHEAR
i 3RO B B Ut - AN R B PR B R R R AR
o

12

Bestway International Holdings Limited Annual Report 2006



= IE -L_.I- A & *ﬁ

Management Discussion and Analysis

CONTINGENT LIABILITIES

As at 31 March 2006, the Group gave a guarantee of banking facilities
granted to independent third parties amounting to HK$7.69 million
(as at 31 March 2005:HK$8.41 million).

EMPLOYEES

As at 31 March 2006, the Group had approximately 312 full time
managerial, administrative and manufacturing employees. The Group
affords competitive remuneration packages to its employees based on
prevailing industry practice and provides most of its employees in the
PRC with rent-free quarters and messings. Compensation policies are
reviewed regularly and are designed to reward and motivate

productivity and performance.

No share options were granted during the year under review.
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