MANAGEMENT DISCUSSION AND ANALYSIS
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FINANCIAL REVIEW

The Group recorded profit attributable to the
shareholders of HK$1,299,753 and basic earnings per
share of HKO0.25 cents during the Period (profit
attributable to the shareholders of HK$13,217,959 and
basic earnings per share of HK2.54 cents were recorded
for the six months ended 30 September 2005).

LIQUIDITY AND FINANCIAL RESOURCES

Net cash used in operating activities was HK$1,791,080
for the Period, compared with net cash used in operating
activities of HK$2,657,737 for the six months ended 30
September 2005. Cash and bank balances for the Period
amounted to HK$4,058,677 (for the six months ended
30 September 2005: HK$7,972,000).

The Group’s debt ratio (measured by total liabilities over
total assets) and the gearing ratio (interest bearing
borrowings over shareholders’ funds) were 37% and 27%
as at 30 June 2006, compared to 39% and 31% for the
nine months ended 31 December 2005, respectively.

CAPITAL STRUCTURE OF THE GROUP

The Group's monetary assets, loan and transactions are
principally denominated in Hong Kong dollars and
Renminbi. Since there has been no major fluctuation in
the exchange rate between Hong Kong dollars and
Renminbi, the directors of the Company are of the
opinion that the Group's exposure to exchange risk is
insignificant.

During the Period, the Group was neither engaged in
any derivative activities nor committed to any financial
instruments for hedging.

The funding and treasury policies of existing subsidiaries
of the Group are centrally managed and controlled by
the top management of the Group in Hong Kong.

CONTINGENT LIABILITY
During the Period, the Group did not have any significant
contingent liability.
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