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INTERIM RESULTS RHEIEE

LEEREMERAR ([AQR])ESe
([BE2g | )BUHABAATRENE AT
(GRBIAEE ) B2 ~FALBE=1H
AR RSB ZEHGS PHEE &R

The board of directors (the “Board”) of Premium Land Limited
(the "Company”) hereby announces the unaudited condensed
consolidated interim results of the Company and its subsidiaries
(together “the Group”) for the six months ended 30th September,

2006 together with the comparative figures for the corresponding

period in 2005 as follows:

CONDENSED CONSOLIDATED INCOME STATEMENT

FALRE WK

—ETAFRMZERBEFOT:

Six months ended
30th September,
BEARA=+HLEAREA

(As restated)

2006 2005
(unaudited) (unaudited)
HK$'000 HK$'000
(i=E75)
S i —EERF
Notes (REEEX) (REEEZ)
M FET FHET
Turnover = 3 118,265 22,758
Cost of sales 8 55 PR A (136,838) (23,891)
Gross loss E1E (18,573) (1,133)
Other income H b A 358 325
Administrative expenses 1T E (8,803) (7,955)
Net unrealised gain (loss) on BERAVFEFABRRZ
other financial assets at fair value EmeEmEE
through profit or loss REBH W (E518) F58 3,963 (5,597)
Loss from operations KEEE 4 (23,055) (14,360)
Gain (Loss) on disposal of subsidiaries HEM B AR (Ei8) 18,039 (1,985)
Loss on deconsolidation of subsidiaries BUHRA AR B QA8 (7,194) -
Finance costs 7B AR (3,241) (5,369)
Share of losses of associates JEMLEEE R R EE (8) -
Loss for the period AEAR AR (15,459) (21,714)
Attributable to: AT AT
Equity holders of the Company KRBEZFEA (15,459) (20,773)
Minority interests LHREER - (941)
(15,459) (21,714)
Loss per share BREBE 6
Basic EH A (4.33) centsfill  (6.03) centsflll
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CONDENSED CONSOLIDATED BALANCE SHEET HHFREEEEER
30th September, 31st March,
2006 2006
(unaudited) (audited)
HK$'000 HK$'000
—EEAE Lt
RB=+H ZA=+—8
Notes (REEX) (e #&1%)
B 7 FET FET
Non-current Assets ERBEE
Property, plant and equipment ME - -WE REH 1,967 66,472
Investment properties KEME 7 9,804 15,324
Interests in associates REE DR 2w - 2,040
Available-for-sale financial assets AHESRmEE 8 12,153 12,153
23,924 95,989
Current Assets REBEE
Inventories BB 2,087 4,761
Trade and other receivables JEWE SN EMERIE 9 141,846 171,725
Other financial assets at fair value ERAVEFAERZ
through profit or loss HihemEE 10 100,121 110,987
Bank balances and cash RITHEGB MRS 12,539 8,517
256,593 295,990
Current Liabilities REBEE
Trade and other payables ERE 5 REMRE 11 20,444 82,921
Amount due to a minority JE A BT 18 2 A
shareholder of a subsidiary 8% B FRIE 4,207 2,442
Bank and other borrowings RITREMESR 45,851 86,231
70,502 171,594
Net Current Assets REEEFE 186,091 124,396
Net Assets EEFRE 210,015 220,385
Capital and Reserves EXK#E
Share capital & 7= 14 4,212 3,512
Reserves 1 205,803 206,632
Equity attributable to equity holders KRR EmBFEA
of the Company JE 45 7 2 210,015 210,144
Minority interests LER RS - 10,241
Total Equity EREE 210,015 220,385




FHEHRE . LERKBHERAS

CONDENSED CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

EHRGREERE B R

Share
Share premium Other Accumulated Minority
capital account reserves losses interests Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$:J(30§ HK$'000
BREA  ROEER Hib A& S 3 Hﬁiér’é waE
FAT FHET FAT FHET FHET FAET
At 1st April, 2005, RZZERF
as previously reported mA—H ma 2k 64,937 465,651 778,405  (1,088,905) 10,955 231,043
Opening adjustment for B
the adoption of HKAS 40 F40H 2 BHE - - (1,385) 1,385 - -
As restated L&y 64,937 465,651 777,020 (1,087,520) 10,955 231,043
Initial recognition of
convertible notes MRERTRRZE - - 594 - - 594
Redemption of convertible notes & 61 7] # i Z 1 - - (493) 493 - -
Capital reduction BXREIR (61,690) - - 61,690 - -
Issue of shares RO 265 15,635 - - - 15,900
Loss for the period, as restated ~ AR EE L E - - - (20,773) (941) (21,714)
At 30th September, 2005, RZETRF
as restated NAZ+RH EE7| 3,512 481,286 777,121 (1,046,110) 10,014 225,823
RZZERF
At 1st April, 2006 MA—H 3,512 481,286 777,020 (1,051,674) 10,241 220,385
Shares issued on placing RERETRR 700 12,881 - - - 13,581
Share-based payment WA 2 % 9 508 - - 1,749 - - 1,749
Deconsolidation of subsidiaries ~ FUE%A ABRM B A A - - - - (10,241) (10,241)
Loss for the period AEEER - - - (15,459) - (15,459)
RZZERF
At 30th September, 2006 NA=1H 4,212 494,167 778,769 (1,067,133) - 210,015
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CONDENSED CONSOLIDATED CASH FLOW EBHSEAHRERER

STATEMENT

Six months ended
30th September,
BEAA=+HLEARER

2006

2005

(unaudited) (unaudited)
HK$°000 HK$'000
—EEAF —EERE
(RSER) (RIEER)
FHET FHT
NET CASH FROM (USED IN) REZLKE (FTA)
OPERATING ACTIVITIES BEFE 14,133 (50,618)
NET CASH FROM REFHFE
INVESTING ACTIVITIES BEFHE 18,164 3,178
NET CASH (USED IN) FROM BEES (FTA) B
FINANCING ACTIVITIES BeFHE (28,275) 9,621
INCREASE (DECREASE) IN CASH BeRBELEHEER
AND CASH EQUIVALENTS i G 4) 4,022 (37,819)
CASH AND CASH EQUIVALENTS HUOzBEER
AT BEGINNING OF THE PERIOD BeZEHEER 8,517 48,617
CASH AND CASH EQUIVALENTS HRzZEER
AT END OF THE PERIOD BeZHEER 12,539 10,798
ANALYSIS OF THE BALANCES OF BeRBELEHEER
CASH AND CASH EQUIVALENTS Eeho
Bank balances and cash RITEHR MRS 12,539 10,798
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NOTES TO THE CONDENSED CONSOLIDATED GLEE SR R L
FINANCIAL STATEMENTS

For the six months ended 30th September, 2006 HE_ZZXREFALA=THILXEA

General

The Company is incorporated in Bermuda as an exempted company
with limited liability and its shares are listed on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”).

The Company is an investment holding company. The registered office
of the Company is located at Clarendon House, Church Street,
Hamilton HM11, Bermuda. The principal place of business of the
Group is located at Unit 2203, 22/F, Sino Plaza, 255-257 Gloucester
Road, Causeway Bay, Hong Kong.

Basis of preparation and principal accounting policies

The unaudited interim financial statements have been prepared in
accordance with the applicable disclosure requirements of Appendix
16 to the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”) and with Hong
Kong Accounting Standard No. 34 “Interim Financial Reporting”
issued by the Hong Kong Institute of Certified Public Accountants
("HKICPA"), and under the historical cost convention except for
investment properties and certain financial assets which are measured

at fair values.

The accounting policies adopted are consistent with those followed
in the preparation of the Group’s annual financial statements for the
year ended 31st March, 2006 except as described below.

These condensed interim financial statements should be read in
conjunction with the annual financial statements for the year ended
31st March, 2006.

In the current period, the Group has applied, for the first time, a
number of Hong Kong Financial Reporting Standards (“HKFRS"), Hong

Kong Accounting Standards and Interpretations (hereinafter
collectively referred to as “new HKFRSs”) issued by the HKICPA that
are effective for accounting periods beginning on or after 1st January,
2006.

—RER

KABDRBREIMR L2 ERREERD
ACEBRDEREMAERSMARAR (B
Frl) Ere

RATREBEERAR AAAl 2 MPFEE
fiZ 7 Clarendon House, Church Street,
Hamilton HM11, Bermuda ° N B 2 F B &2
b B2 50 7 8 R 5 V2 5 4T 3B 255-257 985 A
[&3522#2203% -

RHEERFTESHEE

BYERANETEREERAFEFTEIN
9'5@%*?43Hﬂﬁﬁ&iﬁﬁ)}%%’%?ﬂ%ﬁéx%ﬁﬁ
BRAFAZEZ EmRA ([ EHRA]) 16
Zﬂﬁﬁﬁ&%ﬁm&%\}% A g ([EEE
R AE ) PTRM AR & St HERIF 3458 [ A
BBRE] BELKAERE -

R E SN TS 2 ST B RRE R N EE
HE-_ZZF-A=+—HIFEZFEH
BHMEFMAEE/R— 8

HEGATMMBRREERNBE_TTAF
A=+t BLEEEZFERBERE —HH

5.

NEAHR AEBTRRBZEATEGFML
EMEBR _FTTRF-A-BH2EHABZ
S HEAER BBV BRMEEL ([FEY
BHEEL]) FREEAHENRERE (TXHR
M EREMBRELER]) -
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (Continued)

2.

Basis of preparation and principal accounting policies (Continued)

Amendments, as a consequence of the Hong Kong Companies
(Amendment) Ordinance 2005, to:

- HKAS 1 “Presentation of Financial Statements”

- HKAS 27 “Consolidated and Separate Financial Statements”

- HKFRS 3 “Business Combinations”

Amendments to HKAS 39 “Financial Instruments: Recognition and

Measurement”:

- The fair value option

- Financial guarantee contracts

- Cash Flow Hedge Accounting of Forecast Intragroup Transactions

Amendments to HKAS 19 Employee Benefits — “Actuarial gains and
losses, group plans and disclosures”

Amendments to HKAS 21 The Effects of Changes in Foreign Exchange
Rates — “Net investment in a foreign operation”

HKFRS-Int 4 “Determining whether an Arrangement contains a Lease”

The adoption of the above new/revised HKFRSs has no material impact
on the Group’s condensed consolidated interim financial statements.

The following new/revised HKFRSs relevant to the Group’s operations
have been issued but are not effective for 2006 and have not been
early adopted:

HK(IFRIC) Int 9 “Scope of HKFRS 2"

HK(IFRIC) Int 10 “Interim Financial Reporting and Impairment”

HKFRS 7 “Financial Instruments: Disclosures”

Amendments to HKAS 1 “Presentation of Financial Statements: Capital
Disclosures”
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (Continued)

3. Segment information

The Group’s operating business are structured and managed separately
according to the nature of their operations and the products they
provide. Each of the Group’s business segments represents a strategic
business unit that offers products which are subject to risks and
returns that are different from those of the other business segments.
The following table presents revenue and results for the Group's

primary segments.

ERGRE M BRRME (#)

3. ZEEHR

AEBEERBDREBRARRER 2E
BEOoRRBLRER - AEESEBHIRRMIE
HEMBH 2 AR ROREHINEMER SR
ZRMEBEM - TREZVNAEBIZTEDR
oz WaEhEE-

Turnover Segment results
Six months ended Six months ended
30th September, 30th September,
BER DHEEER
BEAA=+HLEARER BEAA=1+HLEAER
(As restated)
2006 2005 2006 2005
HK$'000 HK$'000 HK$'000 HK$000
(&&E5)
—EEXRE —TTRF —EBEXREF —ETTRF
TET FAT FET FAET
Business segment EBDE
Securities trading and investment BHEERKEA 115,106 16,748 (16,171) (8,241)
Property development and sales MEFERNIEE - - (433) (437)
Trading of building materials BEMHES
and renovations services R EERT 3,143 5,988 (731) (1,023)
Property rental MERE 16 22 15 21
118,265 22,758 (17,320) (9,680)
Other operating income HAh g B A 358 325
Unallocated corporate expenses AHEARAX (6,093) (5,005)
Loss from operations e ET IR (23,055) (14,360)
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (Continued)

4.

Loss from operations

Loss from operations has been arrived at after charging (crediting):

FHRGREMBRRWE (@)

gEBEBEME (GTA) THFA:

Six months ended
30th September,
BEARA=+RHLEAEAR

2006 2005

HK$'000 HK$'000

2R —EER%

FTER FET

Depreciation of property, plant and equipment ME-BEREETE 322 297

Interest income B WA (51) (325)
Taxation 5. ®HE

No provision for Hong Kong Profits Tax has been made in the financial
statements as the companies comprising the Group incurred tax losses
for the six month periods ended 30th September, 2005 and 2006,
respectively.

Pursuant to relevant laws and regulations in the People's Republic of
China, other than Hong Kong (the “PRC"), one of the Group’s PRC
subsidiaries is entitled to an exemption from PRC income tax for the
two years starting from their first profit making year, followed by a
50% tax reduction for the next three years. No provision for PRC
income tax has been made for the year as the Group’s PRC subsidiaries
were still within the PRC income tax exemption period during the
year or they have not had any assessable profits.

Loss per share

The calculation of the basic loss per share is based on the loss for
the six months ended 30th September, 2006 of HK$15,459,000 (six
months ended 30th September, 2005: HK$20,773,000) and on the
weighted average number of 357,306,517 shares (30th September,
2005: 344,342,891 shares) in issue during the period.

HRAKEETARDINBE_STZTAFR
TERRFNAA=THIERE A B SEHIE
B8 MU ERN B MRIEL BN SR EE-

RBHEARKNE ([FE] TREFE)E
ROEPIRRP REBEE D — R h BN E A A
A B 2N R AT A A R S A
BT R =F R ERRS50%HIE - BN A
SEPERBARZPEMASH2MARKE
AR K5 R 3k 52 %5 1x B 8 A (] e SR B A -
B ERARFEEELTBEAEHRBE-

6. BRER

BREABENREE ST FLA=ZTA
1E7NfE Bz E51815,459,00008 ¢ (B2 -2 F
AFNA=+HIE/NER 20,773,000/ 7T) &
BN B BT 5 ke F 9 Rk 20357,306,517 0%
(ZZZRF N A=1H:344,342,8915%) 5t
%o
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NOTES TO THE CONDENSED CONSOLIDATED EERGESMERRMET (&)

FINANCIAL STATEMENTS (Continued)

7. Investment properties 7.

The directors consider that the values of the Group’s investment
properties as at 30th September, 2006 would not differ materially
from the professional valuation made as at 31st March, 2006 and,
accordingly, no revaluation surplus or deficit has been recognised in
the current period.

During the period, the Group disposed of the investment properties
with the carrying value amounting to HK$5.5 million.

BREWE

E=ZRR AEERBYMER_ZTRFNA
=tAZBERER-_ZZRF=A=1+—H
ETZEXHELEEAZR SN AHHEL

BTN EHAGIE -

R NEEE HEREE 45,500,000 T2 %
=R JEX

8. Available-for-sale financial assets 8. TWHESZWMEE
THE GROUP
rEE
30th September, 31st March,
2006 2006
HK$'000 HK$'000
—EERE —ZETREF
hA=+8 —A=+—H
FET FET
Unlisted equity securities in overseas, 2K AR BB B BR 2
at cost less impairment losses BINIE E TR AR FE 5 12,153 12,153
9. Trade and other receivables 9. EWESRKHMIERSE

The Group allows a credit period normally ranging from 60 days to
90 days to its customers. The following is an aged analysis:

AEE—RGETEREFPNTE0EBE90RH 2
BRI T

THE GROUP
AEEH
30th September, 31st March,
2006 2006
HK$'000 HK$000
—zEAE —BEAF
hRB=+H ZA=+—8
FET FAET
Trade receivables EKE ZEE

0 to 30 days 0%30H 382 821
31 to 90 days 31£90H 928 459
More than 90 days im0 H 1,531 1,685
2,841 2,965
Retention receivable FEUR BB BRIE 124 122
Other receivables and prepayments Hfh fE U AR 18 R TE A AR 1B 138,881 168,638

141,846 171,725




PREMIUM LAND LIMITED. - [nterim.Report 2006

NOTES TO THE CONDENSED CONSOLIDATED BRGESMERRMET (&)
FINANCIAL STATEMENTS (Continued)

10. Other financial assets at fair value through profit or loss 10. RAFETAEBRzHMMEMEE
THE GROUP
AEE
30th September, 31st March,
2006 2006
HK$'000 HK$'000
—BEAE —EEAE
hB=+H =A=+—H
TR Fix
Listed equity securities, at fair value: BROFEINEZ EWRAES:
Hong Kong B 88,676 103,237
Elsewhere H i b [2 11,445 7,750
100,121 110,987
11. Trade and other payables 1. ERESRAEMIKRE
An aged analysis of the trade payables as at the balance sheet date, REZRZREZAMFE 2 ENE SRERER
based on invoice date, is as follows: AT
THE GROUP
rEE
30th September, 31st March,
2006 2006
HK$'000 HK$°000
BB —BEAE
hA=+8H =A=+—H
TERT FAT
Trade payables ERE S KRE
0 to 30 days 0%30H 312 420
31 to 90 days 31£290H 614 239
More than 90 days Hi@90H 1,139 1,175
2,065 1,834
Retention payables TR RIE 179 179
Other payables and accruals H M FE AR TE R B RT FRIE 18,200 80,908

20,444 82,921




NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (Continued)

12.

Convertible notes

On 6th January, 2005, the Company entered into a placing agreement
with independent third parties for the placing of convertible notes
with an aggregate principal amount of HK$31.2 million, convertible
into shares of the Company at an initial conversion price of HK$0.03
each (HK$0.6 each adjusted by the share consolidation on 7th April,
2005). These convertible notes were issued on 19th May, 2005
bearing an interest of 3% per annum and redeemable in six months
from the date of issue. All of these convertible notes were redeemed
during the year ended 31st March, 2006.

The fair value of the liability component of the convertible notes was
determined, upon issuance, using the prevailing market interest rate
for similar debt without a conversion option of 5% and is carried as
a short term liability. The remainder of the proceeds was allocated
to the conversion option that is recognised and included in
shareholders’ equity.

The movement of the interest bearing redeemable convertible notes

NREGHRE . LSRMBHERAF

ERGRE M BRRME (#)

12.

CIE:Y 8

RZZEZERF—AAB ARARHEBIE=F
MECE A S 4E%E31,200,00008 T2 Al IR E
NSRS ZEURREETIRYD ER
BEROBET (KRZZETZRFMNAELHK
HAHARAEER06EITT) HBANRQ TR
Dot ER BB EER —_ZERAFAATAE
BT IRFRRIEF B WA AT B
NEARER -HE-ZEXF-A=1+—H
IFFE - FATRBKREERDER-.

AR REAERD 2 A FEIINETRIZE
BRBEEE ZRBEE ZBRITHISHEE
EE LIERHAE-MERBERERIEE
RIRRERBER R AZ L BERER-

MERBERATRREERZEEHMT:

is as follows:
THE GROUP
rEE

30th September, 31st March,
2006 2006
HK$’000 HK$000
—zEAE —BEAF
hBA=+H =Z=A=+—H
FERT FAET
Nominal value of convertible notes issued ERETIRRER2EE - 31,200
Less: equity component W R B - (594)
Liability component on initial recognition MRERz QB S - 30,606
Interest charged =R - 1,574
Interest paid 213 F 8 - (980)
Redemption of convertible notes fE Bl Al R R AR - (31,200)
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (Continued)

13.

14.

Deferred taxation

At 30th September, 2006, the Group has unused tax losses of
HK$433,528,000 (31st March, 2006: HK$426,559,000) available for
offset against future profits. Included in unrecognised tax losses are
losses of HK$27,757,000 (31st March, 2006: HK$27,757,000) that
will be expired in five years.

At 30th September, 2006, the Group has other deductible temporary
differences of HK$113,393,000 (31st March, 2006: HK$113,393,000)
in respect of allowance and impairment losses recognised. No deferred
asset has been recognised in relation to such deductible temporary
difference as it is not probable that future taxation profit will be
available against which the deductible temporary differences can be
utilised.

% B 47

13.

SUBHRMEE (&)

I 3E B 1

REZZTZEXFAA=ZTH KNEBEATEEHER
M F 2 R B) A B 75 518 /433,528,000 7T
(ZZEZTRNF=HA=+1+—H:426,559,000/%
TL) cARERBBEBREIERRAFANI R ZE
$827,757,0008 T (=TT NF=A=+—H:
27,757,000/ 7T) °

RZEEXNFAAZ A AEBROHER

ERBREBEAEZMATMNBAERE=E
113,393,000 L (ZEZEXF=A=+—H:
113,393,000/ 7T) ° Bl A N K Al BE B K 5K JE &R
Tt 5 F1) BT P DA 4K 85 AT 0088 T RS 22 BE - AR 0 4 L

ZAHRE R ERERERETCEE-

Share capital 14. BAR
30th September, 31st March,
2006 2006
HK$'000 HK$°000
—EEREF —TTREF
hA=Z+H =A=+—H
FTERT FET
AUTHORISED EE
15,000,000,000 ordinary shares 15,000,000,000/% & i E E0.01/5 7T
of HK$0.01 each b= il 150,000 150,000
ISSUED AND FULLY PAID BITRME
421,186,298 421,186,298k (ZZZ R &F
(31st March, 2006: 351,186,298) = A=+—H:351,186,298%)
ordinary shares of HK$0.01 each FREAEO0.01E T2 T imk 4,212 3,512

Pursuant to a placing agreement dated 21st August, 2006, the
Company issued 70,000,000 new shares of HK$0.01 each to no less
than six placees who were independent professional and institutional
investors, at the issue price of HK$0.198 per share. The placing was
2006. The net proceeds of
approximately HK$13.5 million were used for general working capital

completed on 15th September,

of the Group.

All the ordinary shares issued during the period rank pari passu with

the then existing ordinary shares in all respects.

BE—HBEPE-_ZTETAEFNA-+—BZE
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (Continued)

15.

16.

17.

Capital commitments

At 30th September, 2006 and 31st March, 2006, the Group had no

significant capital commitment.

Contingent liabilities

At 30th September, 2006 and 31st March, 2006, the Company had
no material contingent liability.

Comparative amounts

As further explained in note 2 to the condensed interim financial
statements, due to the adoption of HKFRS during the current period,
the accounting treatment and the presentation of certain items and
balances in the condensed interim financial statements have been
revised to comply with the new requirements. Accordingly, certain
prior year adjustments have been made and certain comparative
amounts have been restated. In addition, certain comparative amounts

have been reclassified to conform to the current period’s presentation.
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MANAGEMENT DISCUSSION AND ANALYSIS
For the six months ended 30th September, 2006

FINANCIAL RESULTS

For the six months ended 30th September, 2006, the Group's
turnover amounted to approximately HK$118.3 million,
representing an increase of 420% from HK$22.8 million for the
corresponding period last year. The increase was mainly due to
the increase in securities trading and investment from HK$16.7
million in last corresponding period to HK$115.1 million for the
period under review. The loss attributable to shareholders
amounted to HK$15.4 million for the six months ended 30th
September, 2006 compared to approximately HK$20.8 million for
the corresponding period in the prior year.

The Board does not recommend the payment of any interim
dividend for the six months ended 30th September, 2006 (2005:
Nil).

BUSINESS REVIEW AND PROSPECTS

The Group is principally engaged in securities trading and
investments, property development and sales, trading of building
materials and provision of renovations services and operation of
toll highway.

During the period, amid turbulence of oil price and uncertainty in
interest rate direction, the operating environment of the Group
remained challenging. The business in trading of building materials
and renovation services was affected by keen competition in the
industry, resulting in decrease in turnover from approximately HK$6
million in last corresponding period to approximately HK$3.1
million. In line with the increase in average daily turnover value of
the Stock Exchange, the turnover of the securities trading and
investment segment increased substantially to approximately
HK$115.1 million as compared to approximately HK$16.7 million
reported in last corresponding period. The operation of toll highway
was excluded by deconsolidation of a group of subsidiaries holding
the relevant assets. Losses on deconsolidation of HK$7.2 million
had been charged to the income statement for the period under

review.
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BUSINESS REVIEW AND PROSPECTS (Continued)

The economy of the PRC is expected to continue its growth. Even
though the central government has taken austerity measures, there
was no fatal impact on the market. The Group continues its
strategic investment policies to pursue opportunities in the PRC
with a view to broaden its earning and asset base for mid-to-long
term growth.

DECONSOLIDATION OF A GROUP OF SUBSIDIARIES

As explained in this section under the heading “Litigation” below,
the Group has commenced legal proceedings for the recovery and
declaration of its beneficial ownership in 51% of the issued share
capital of Gold United International Industries Limited, which has
an 80% direct interest in fi M 18/ 22 @ 7 3 B R A Al ("HZHY").

Meanwhile, the management of the Group noted that it has not
been able to gain access to the books and records of HZHY due to
the lack of co-operation from management of HZHY. Previously,
the Company received management accounts of HZHY on a
monthly basis, the last set of which was for the eleven months
ended 28th February, 2005.

Due to the above reasons, the directors considered that the Group
is currently unable to exercise its control of HZHY in particular its
ability to exercise significant influence over the financial and
operating policies and to obtain financial information of HZHY. As
such, the Group considered that it is unable and inappropriate to
consolidate the financial results of HZHY into the Group.

CAPITAL INVESTMENT AND COMMITMENTS

The Group did not incur or commit any material investment or

capital expenditure during the period under review.
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LIQUIDITY AND FINANCIAL RESOURCES

At 30th September, 2006, the Group had cash and bank balance
of HK$12.5 million (31st March, 2006: HK$8.5 million) and
borrowings of HK$45.8 million (31st March, 2006: HK$86.2
million). The gearing ratio, being the ratio of total borrowings to
shareholders’ fund, as at 30th September, 2006 was 22% (31st
March, 2006: 41%). The liquidity ratio of the Group, represented
by a ratio between current assets over current liabilities, was 364 %
(31st March, 2006: 172%).

Taking into account the financial resources available to the Group,
the Group has sufficient working capital to meet its present
requirements.

SHARE CAPITAL

Pursuant to a placing agreement dated 21st August, 2006, the
Company issued 70,000,000 new shares of HK$0.01 each to no
less than six placees who were independent professional and
institutional investors, at the issue price of HK$0.198 per share.
Details of which are set out in the announcement of the Company
dated 21st August, 2006.

Save as the above, there was no change in the share capital
structure of the Company during the period under review.

MATERIAL ACQUISITION AND DISPOSALS OF
SUBSIDIARIES

On 28th September, 2006, the Company entered into a deed of
settlement with Asean Resources Limited (the “Lender”) under
which, inter alia, the Company and the Lender agreed that the
Company shall be entitled to repay the loan together with all
interest accrued thereon and all other moneys owing by the
Company to the Lender by transferring its legal and beneficial
ownership in the entire issued share capital of Huey Tai Holdings
Limited (“Huey Tai”) and assigning all indebtedness owing by Huey
Tai to the Company to the Lender (the “Disposal”). The
consideration for the Disposal was approximately HK$28.6 million
and was satisfied by way of settlement and discharge of the loan
due to the Lender, accrued interest thereon and all other sums
and liabilities owing or incurred by the Company. The Disposal
was completed on 28th September, 2006. Details of the Disposal

are set out in the circular of the Company dated 20th October,
2006.
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LITIGATION

On 4th July, 2005, the Company was notified by the Hong Kong
Companies Registry that an annual return of Gold United
International Industries Limited (“Gold United”), a non-wholly
owned subsidiary of the Company, filed in May 2005 (“May Annual
Return”) contained information, including members and directors
of Gold United, which are significantly different from the original
annual return that was presented by the Group on 29th April,
2005.

On 13th July, 2005, the Company filed a Writ of Summons against
four persons (the “Defendants”) seeking, amongst others,
declarations by the court to the effect that Winsky Management
Limited, a wholly owned subsidiary of the Company, is the
beneficial owner of 51% of the issued share capital of Gold United.
The Defendants were those persons who purportedly filed the
false information with the Hong Kong Companies Registry and/or
were identified as members and directors in the May Annual Return
and other documents. Gold United is an investment holding
company holding a 80% direct interest in HZHY, which is engaged
in the operation of a highway in the PRC.

The Writ of Summons was amended on 1st February, 2006 and
the validity of the Amended Writ of Summons was extended for a
period of 12 months from 13th July, 2006.

As at 30th September, 2006, the legal action is still proceeding
and there is no significant development.

EXCHANGE EXPOSURE

The Group’s transactions are denominated in Hong Kong dollars
and Renminbi and the related exchange rates are considered
relatively stable, and accordingly, the exposure to fluctuations in
exchange rate is minimal, and no foreign exchange and interest
rate risk management or related hedges were made.

EMPLOYEES

As at 30th September, 2006 the total number of employees of
the Group was 26 employees, inclusive of its operation in the PRC
and Hong Kong. Remuneration were reviewed periodically in
accordance with market situations and the performance of
individual staff. Share options may be granted as recognition of

their contribution and incentive to motivate them.
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DIRECTORS’ INTERESTS AND SHORT POSITION IN
SECURITIES

As at 30th September 2006, none of the directors or chief
executives had or was deemed to have any interests or short
positions in the shares, underlying shares or debentures of the
Company or any of its associated corporations (within the meaning
of Part XV of the Securities and Futures Ordinance (the “SFO")
that are required to be recorded in the register maintained by the
Company pursuant to section 352 of the SFO or otherwise notified
to the Company and the Stock Exchange pursuant to the Model
Code for Securities Transactions by Directors of Listed Issuers.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBT SECURITIES

Save as disclosed under the section headed “DIRECTORS’ INTERESTS
AND SHORT POSITION IN SECURITIES”, at no time during the period
were rights to acquire benefits by means of the acquisition of
shares in or debentures of the Company granted to any directors
or their respective spouse or children under 18 years of age, or
were any such rights exercised by them; or was the Company, any
of its holding company, subsidiaries or fellow subsidiaries a party
to any arrangement to enable the directors to acquire such rights
in any other body corporate.

SHARE OPTIONS

The movements in the share options granted under the share
option scheme adopted by the Company on 24th April, 2002 (the
“Scheme”) during the six months ended 30th September, 2006
are shown below:

Number of options
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SHARE OPTIONS (Continued)

At 30th September, 2006, no director had any interests in options
to subscribe for shares in the Company. During the six months
period ended 30th September, 2006, 14,040,000 number of share
options were granted under the Scheme. The closing price of the
shares on 2nd June, 2006, being the trading date immediately
before the date of grant of such options, was HK$0.255.

The fair value of options granted during the period as determined
by an independent third party valuer using a Black-Scholes pricing
model was HK$1,749,000. Key assumptions used in the valuation
of the options granted on 5th June, 2006 include an expected
volatility of share price of 91.17% per annum, a risk-free rate of
interest of 4.273% per annum on the date of grant. The expected
volatility is based on the historical volatility of the Company’s
share price over the previous two years.

On 11th October, 2006, the Company granted 33,600,000 share
options to consultants and advisers of the Group at the exercise
price of HK$0.323 per share.

SUBSTANTIAL SHAREHOLDERS

As at 30th September, 2006, the register of substantial
shareholders maintained by the Company pursuant to section 336
of the SFO shows that, the following shareholders had notified
the Company of relevant interest and short positions in the issued

share capital of the Company.
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SUBSTANTIAL SHAREHOLDERS (Continued)

Long position in ordinary shares of the Company:

Number of issued

Percentage of
the issued
share capital

Name of shareholders Capacity ordinary shares held of the Company
HERDEE BT
BRREB MR g7 e RTEERYE RAEBD L
United Jumbo Limited Beneficial owner 51,523,417 12.23%
Em#AA (Note 1)
(Mt&E1)
Dong Bo, Frederic Held by controlled corporation 51,523,417 12.23%
B HRELAERE (Note 1)
(Mt&E1)
Ma Siu Fong Held by controlled corporation 50,684,517 12.03%
5o MEELAERE (Note 2)
(Fft&E2)
Chu Yuet Wah Held by controlled corporation 50,684,517 12.03%
KAE MEELAERE (Note 2)
(Ht&E2)
Kingston Finance Limited Security interest 50,684,517 12.03%
SHNEHBERRAF A= (Note 2)
(Ht&E2)
Mega Market Assets Limited Beneficial owner 31,030,000 7.37%
Em#AA (Note 3)
(Bt 5E3)
Chan How Chung, Victor Held by controlled corporation 31,030,000 7.37%
e MEELAERE (Note 3)
(Bt 5E3)
Hu Die Fei Beneficial Owner 22,276,500 5.29%
A 45 AR Em#AA
Notes: Bt 5%
1. United Jumbo Limited, which directly owned 51,523,417 shares in 1. United Jumbo LimitedE % # & & 2 A

51,523,4170% & H MEHA QR AIEESERE
TREENREEEZ2EREE AL ER AW
B ANARNETS51,523,417 D R A

the Company, is beneficially wholly owned by Mr. Dong Bo, Frederic,
a former director and the Chairman of the Company. Accordingly,
Mr. Dong Bo, Frederic was deemed to be interested in 51,523,417
shares in the Company.

SFEMBERARD([€FE]) EEEAR
A R)50,684,5178 % ME D BIA K AEL
TREDF LT EREES1%R49% A
I RAEZLRELIF I RERR&FZ
FTis B B ek o

2. Kingston Finance Limited (“Kingston”), which directly owned 2.
50,684,517 shares in the Company, is beneficially owned as to 51%
and 49% by Ms. Chu Yuet Wah and Ms. Ma Siu Fong respectively.
Accordingly, Ms. Chu Yuet Wah and Ms. Ma Siu Fong were deemed

to be interested in the shares held by Kingston.
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SUBSTANTIAL SHAREHOLDERS (Continued)

3. Mega Market Assets Limited, which directly owned 31,030,000 shares
in the Company, is beneficially wholly owned by Mr. Chan How
Chung, Victor and, accordingly, Mr. Chan How Chung, Victor was
deemed to be interested in 31,030,000 shares in the Company.

Other than as disclosed above, the Company has not been notified
of any other relevant interests or short positions in the issued
share capital of the Company as at 30th September, 2006 as
required pursuant to Section 336 of the SFO.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'’S LISTED SECURITIES

During the period, neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s listed securities.

CORPORATE GOVERNANCE

During the six months ended 30th September, 2006, the Company
was in compliance with the code provisions set out in the Code
on Corporate Governance Practices (“Code”) in Appendix 14 to
the Listing Rules, except for the following:

Code Provision A2.1 stipulates that the roles of chairman and
chief executive officer should be separate and should not be
performed by the same individual.

The Company does not have a separate position for the chief
executive officer, and duties of which are currently vesting on the
Chairman. In view of the scale of operations of the Company and
the fact that the daily operations of the Group’s business is
delegated to the senior executives and department heads, the
Board believes that vesting the roles of both Chairman and chief
executive officer in the same person provides the Company with
strong and consistent leadership and allows for effective and
efficient planning and implementation of business decisions and
strategies. It is in the best interest of the Group to maintain the
current practice for continuous efficient operations and
development of the Group.

The Company will continue to review the effectiveness of the
Group’s corporate governance structure and consider whether any
changes, including the separation of roles of the Chairman and

chief executive officer, are necessary.
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CORPORATE GOVERNANCE (Continued)

Code Provision A4.1 stipulates that non-executive directors should
be appointed for special terms, subject to re-election. Save for
Mr. Wong Hoi Kuen, Edmund, none of the independent non-
executive directors of the Company is appointed for a specified
term but their term of office are the period up to their retirement
by rotation in accordance with the Company’s bye-laws. As such,
the Company considers that sufficient measures have been taken
to ensure that the Company’s corporate governance practices are
no less exacting than those in the Code.

Code Provision A4.2 stipulates that all directors appointed to fill
a casual vacancy should be subject to election by shareholders at
the first general meeting after their appointment.

At the annual general meeting of the Company held on 31st
August, 2006, a special resolution has been passed to amend the
Company'’s bye-laws so that all directors appointed to fill a casual
vacancy should be subject to election by the shareholders of the
Company at the first general meeting after their appointment.

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as
set out in Appendix 10 of the Listing Rules as the code of conduct
regarding securities transactions by the directors. Specific enquiry
has been made of all the directors and the directors have confirmed
that they have complied the Mode Code throughout the six months
ended 30th September, 2006.

AUDIT COMMITTEE

The Audit Committee has reviewed with the management the
accounting principles and practices adopted by the Group and
discussed internal control and financial reporting matters in relation
to the preparation of the unaudited condensed financial statements
for the six months ended 30th September, 2006.

By the Order of the Board

Ma Kwok Hung, Warren
Director

Hong Kong, 8th December, 2006
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