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MANAGEMENT DISCUSSION AND ANALYSIS EEESWE S
RESULTS E5

For the six months ended 30 September 2006, the Group
HK$112,846,000 (2005:
HK$137,741,000) and profit attributable to equity holders
of the parent of HK$40,662,000 (2005: HK$129,242,000,

recorded turnover of

as restated). Earnings per share were HK3.62 cents (2005:
HK15.09 cents, as restated).

With the adoption of HKAS 39, the convertible bonds which
were denominated in foreign currency and were stated at
amortised cost in prior years, are bifurcated into debt and
embedded derivative components. The embedded derivative
components are initially recognized at fair value on the
date of their issue and are subsequently remeasured at fair
value at each balance sheet date. Any changes in the fair
values will be recognized in the income statement. This
change in accounting policy has been applied retrospectively
and has resulted in an increase in the Group's profit of
approximately HK$77,672,000 for the corresponding period
last year. For details, please refer to note 2 to condensed

consolidated interim financial statements.

OPERATIONS

Cruise Ship Charter Services

For the period under review, the cruise ship charter services
segment recorded turnover of HK$91,651,000 and operating
profit of HK$69,272,000 to the Group, as compared with
turnover of HK$119,704,000 and operating profit of
HK$33,675,000 in the last corresponding period. There was
a decrease of 23.49% in turnover and an increase of 105.7%

in operating profit.
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The decrease in turnover was due mainly to the termination
of time sub-charter and management arrangement for the
cruise ships in December 2005. Immediately preceding
the termination, the Group chartered two cruise ships
namely “Leisure World” and "Amusement World" (the “Cruise
Ships”) from two companies (the “Cruise Ship Owners"),
which are wholly owned by New Century Maritime Limited
("NCML") and then sub-chartered the Cruise Ships to
Evervalue Profits Limited (the “Charterer”), an independent
third party for providing cruise services in Asia Pacific Region.
In return for the fixed time sub-charter hires received from
the Charterer, the Group was responsible for paying the
fixed bareboat charter hires to the Cruise Ship Owners and
providing or procuring provision of services including
crewing, technical management, fuel supply, insurance
arrangement, management services and accounting in
respect of the operation of the Cruise Ships. With effect
from 1 December 2005, such time sub-charter and
management arrangement has been terminated and the
Group is no longer entitled to receive the time sub-charter

hires.

Instead, the Charterer directly charters the Cruise Ships
from the Cruise Ship Owners on bareboat charter
arrangement. In accordance with the existing bareboat
charter agreements, the Charterer pays the Cruise Ship
Owners the bareboat charter hires which comprise fixed
daily charges and floating charges equivalent to 30% of
net win (gross bet net of payment of loss) of the slot
machines onboard the Cruise Ships. The Cruise Ship Owners
are not responsible for any operational expenses for the

Cruise Ships.

For the six months ended 30 September 2005, the Group
only held 45% equity interests in NCML whilst attributable
results were accounted for by the Group under the equity
method. For details, please refer to the following paragraph
under the heading of "Associated Company — New Century
Maritime Limited". Given that (1) the Group would no longer
receive the time sub-charter hires as a result of the
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termination of the time sub-charter and management
agreements on 1 December 2005; (2) the existing bareboat
charter arrangement provides the Cruise Ship Owners to
earn not only a recurrent charter hires but also upside
earning potential by sharing net win of the slot machines
onboard the Cruise Ships; and (3) both the economy and
tourism industry in Asia Pacific region, the major markets of
the Cruise Ships, are showing signs of stable growth, the
Group acquired a further 15% equity interest in NCML on
3 January 2006. Since then, the Group holds a 60% equity
interest in NCML, which then becomes a subsidiary of the
Company, and its results are being consolidated into the
financial statements of the Group. As a result, there was an
increase in the operating profit recorded for the period
under review.

In order to keep the Cruise Ships fully up to date with the
requirements of classification society, it is necessary for the
Cruise Ship Owners to arrange for the Cruise Ships to go
for drydock at regular intervals, once every two years. During
the period under review, “Leisure World” went for drydock
to perform normal works such as cleaning and painting her
underwater parts as well as specific pipes and steelworks
renewal. The process, which took 33 days, was longer than
normal drydock period of 15 days. During this period,
“Leisure World" stopped all its operations and no bareboat
charter hires were received. As a consequence, the segment
results were affected by losing the fixed daily charges in an
aggregate sum of S$1,650,000 (equivalent to
HK$8,085,000) and floating charges equivalent to 30% of
net win of the slot machines onboard “Leisure World”
supposed to be received during that period. For the period
under review, the actual average share of net win of the
slot machines onboard “Leisure World” was approximately
S$30,000 (equivalent to approximately HK$147,000) per
day.

Subsequent to the balance sheet date, the Group entered
into new bareboat charter agreements with the Charterer
on 15 December 2006 to extend the term of the existing
bareboat charter agreements and to increase the bareboat

charter hires. The new bareboat charter agreements shall
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commence on 1 January 2007 and be effective until 31
December 2009. Pursuant to the new bareboat charter
agreements, the fixed daily charges for the Cruise Ships
payable by the Charterer will increase from S$80,000
(equivalent to HK$392,000) to S$82,500 (equivalent to
HK$404,250) and for the floating charges, the percentage
of net win of the slot machines onboard the Cruise Ships
to be shared by the Cruise Ship Owners will increase from
30% to 40%. For details, please refer the announcement

of the Company dated 15 December 2006.

Hotel Operations

The Group holds a 50% equity interest in Batam View
Beach Resort on Batam Island in Indonesia. During the
period, the Group has budgeted cost of approximately
S$6,596,000 (equivalent to approximately HK$32,320,000)
for the hotel’s upgrading and refurbishing. Most of the
renovation works are expected to be completed in 2007.
Due to the refurbishment works for part of guest rooms
completed in mid 2006, for the six month ended 30
September 2006, turnover from hotel operations increased
from HK$8,873,000 to HK$11,319,000, representing an
increase of 27.6% as compared with the period earlier.
Segment loss of hotel operations also showed a slight
improvement from HK$2,510,000 to HK$2,386,000 as
compared to the same period last year if exchange loss of
HK$1,765,000 (30 September 2005: HK$8,803,000) was

excluded.

Property Investments

The overall performance of Hong Kong real estate sector
for the period under review posted a stronger-than-expected
recovery in the market place despite increasing concerns
over high oil prices, interest rate hikes and financial market
volatility. Investment deals of whole-block buildings together
with site transactions are continually being recorded which
illustrate strong confidence of institutional investors and
property developers over Hong Kong property market. All
in all, the overall sales activities slowed down but the price

for retail shops at the prime location still stood firm.
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In order to strengthen the Group's quality portfolio of rental
properties, on 11 April 2006, the Group entered into a
binding preliminary sale and purchase agreement to acquire
another retail shop at Dundas Street, Mongkok, Kowloon at
the consideration of HK$39,500,000. The acquisition was
subject to a tenancy agreement and completed on 12 June
2006.

Given the improving economy in Singapore and the recent
upward trend of the property market in the region, the
Group, during the period under review, took an important
step in overseas property investment by subscribing for a
60% equity interest in an investment holding company
which, in turn, acquired an en-bloc commercial building
located in Singapore from an independent third party at a
consideration of S$32,500,000 (equivalent to approximately
HK$160,225,000) on 27 September 2006. The acquisition
was subject to a tenancy agreement. Based on the annual
gross rental of the existing lease and the consideration of
the property, the management considered that the property
represents a good investment opportunity with a stable

rental income source yielding at 5.1%.

During the period under review, the Group’s investment
property portfolio recorded a sustainable growth in its
performance with occupancy rate at approximately 100%.
As compared to the same period last year, segment turnover
increased from HK$8,206,000 to HK$9,876,000 and
operating profit increased from HK$5,748,000 to
HK$8,669,000, representing a significant increase of 20.4%
and 50.8% respectively. The average annual rental yield
derived from investment properties was 4.62% (31 March
2006: 4.4%). Rental income is expected to rise
continuously, in line with the recent acquisitions of
investment properties and will provide strong recurrent

income to the Group.

Internet Services
In order to exit from the loss-making internet services, the

Group, on 31 May 2005, disposed of its entire equity
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interest in a subsidiary group engaging in the business of
providing real estate transaction information on the internet,
and the related shareholder’s loan. For the six months ended
30 September 2005, there was a gain of HK$3,587,000

recorded on disposal.

Associated Company — New Century Maritime Limited

Upon completion of two acquisitions of an aggregate of
45% equity interests in NCML on 20 July 2004 and 1
March 2005, NCML became an associate of the Company
and its results were shared by the Group under the equity
method, which amounted to approximately HK$22,300,000
for the six months ended 30 September 2005. Resulting
from the acquisition of a further 15% equity interest in
NCML on 3 January 2006, the Group holds an aggregate
of 60% equity interests in NCML. Since then, NCML has
become a subsidiary of the Company and its results are

consolidated into the financial statements of the Group.

CAPITAL COMMITMENT

As at 30 September 2006, the Group had commitment of
approximately HK$20,825,000 relating to renovation and
upgrade of facilities for the hotel property located in

Indonesia.

CONTINGENT LIABILITIES

As at 30 September 2006, the Company had outstanding
guarantees of approximately HK$187,075,000 given to
banks to secure general banking facilities granted to certain
subsidiaries of the Group in the amount of approximately
HK$186,890,000. Approximately HK$101,719,000 had been

utilised by such subsidiaries as at the balance sheet date.

CHARGE ON THE GROUP’S ASSETS
As at 30 September 2006, certain of the Group's
prepaid land premiums, leasehold office premises and
investment properties with aggregate carrying value of
approximately HK$596,197,000 were pledged to banks or

a fellow subsidiary for loan facilities of approximately
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HK$248,140,000 granted to the Group. As at 30 September
2006, approximately HK$162,969,000 of the loan facilities
had been utilized by the Group.

LIQUIDITY AND FINANCIAL RESOURCES

As at 30 September 2006, the Group had net current assets
of approximately HK$61,914,000 and equity attributable to
equity holders of the parent of approximately
HK$631,881,000.

During the period under review, the Group was granted
two new mortgage loans from a bank and a fellow subsidiary
in the total

HK$71,125,000.

principal amount of approximately

The Group's total indebtedness (representing the aggregate
amounts of interest-bearing loans from banks and a fellow
subsidiary and a convertible bond) was approximately
HK$200,837,000.
HK$162,969,000 was loans from banks and a fellow

Among which, approximately
subsidiary denominated in Hong Kong dollars or Singapore
dollars and charged at fixed or floating interest rate. It was
secured by mortgages over certain of the Group's properties
having an aggregate net book value of approximately
HK$596,197,000. Approximately HK$37,868,000 was an
unsecured convertible bond which was denominated in US

dollars and charged at fixed interest rate of 1% per annum.

For the total indebtedness, approximately HK$13,057,000
will be repayable within one year, approximately
HK$115,932,000 will be repayable within the second to
fifth years and the remaining balance of approximately
HK$71,848,000 will be repayable after five years. The
Group's gearing ratio (total indebtedness divided by equity
attributable to equity holders of the parent) as at the balance
sheet date was 0.32 as compared to 0.23 as at 31 March
2006.
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MAJOR ACQUISITIONS

On 11 April 2006, the Group entered into a binding
preliminary sale and purchase agreement to acquire another
retail shop at Dundas Street, Mongkok, Kowloon at the
consideration of HK$39,500,000. The acquisition was
subject to tenancy and completed on 12 June 2006. During
the period under review, the property was pledged to a

bank to secure a mortgage loan.

On 13 July 2006, the Group entered into a subscription
agreement to subscribe for the entire equity interests in
Worksmart Profits Limited (“Worksmart”) with connected
parties. Worksmart has a wholly-owned subsidiary, ACE
Properties Pte. Ltd. ("ACE Properties”), which committed to
acquire from an independent third party an office building
located in Singapore at a consideration of S$32,500,000
(equivalent to approximately HK$160,225,000). Pursuant
to a special general meeting on 4 September 2006, the
independent shareholders approved the aforesaid
subscription and the relevant mortgage loan from a fellow
subsidiary. Upon the completion of the subscription
agreement on 20 September 2006, the Group holds 60%
equity interests in Worksmart. On 27 September 2006,
ACE Properties also completed the acquisition and pledged
the property to a fellow subsidiary for a mortgage loan. For
details, please refer to the Company’s announcement dated
14 July 2006 and circular dated 4 August 2006.

POST BALANCE SHEET EVENTS

On 9 October 2006, the remaining convertible bond with
principal amount of approximately US$6,337,616 (equivalent
to approximately HK$49,433,000) was converted into
78,465,725 new shares at conversion price of HK$0.63
per share. The conversion resulted in an increase in share
capital and share premium by approximately HK$785,000
and HK$46,623,000, respectively.
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Subsequent to the balance sheet date in November 2006,
6,050,000 share options with exercise price of HK$0.71
per share of directors and other employees were exercised.
The exercise resulted in an increase in share capital and
share premium by approximately HK$60,500 and
HK$4,235,000, respectively.

EXPOSURE ON FOREIGN EXCHANGE RISK AND
INTEREST RATE RISK

The Group's cash and cash equivalents are mainly held
predominately in Hong Kong dollars, US dollars and
Singapore dollars. The Group's borrowings are denominated
in Hong Kong dollars or Singapore dollars at fixed or floating
interest rates and in US dollars at fixed interest rate. The
Group's exposure to the risk of changes in market interest
rates relates primarily to the Group's long term debt
obligations with a floating interest rate. In the opinion of
the directors, the Group has no significant interest rate risk.
The Group currently does not have a foreign currency
hedging policy. However, management closely monitors
foreign exchange exposure and will consider hedging
significant foreign currency exposure should the need arise.

HUMAN RESOURCES

At the period end, the Group had 284 staff. Among which,
about 256 staff were based in Indonesia, 5 staff in Singapore
and 23 staff in Hong Kong. The Group offers its staff
competitive remuneration package. In addition, discretionary
bonuses and share options are also granted to eligible staff
based on both individual and the Group's performance. As
at 30 September 2006, the Group had 50,050,000
outstanding share options granted to eligible executives
and employees of the Group.

PROSPECTS

The established direction of the Group is to develop and
strengthen tourism-related business. As a cash management,
we also look for investments in quality properties in Hong
Kong or overseas. With the strong financial position of the
Group and the experience of management in tourism
operations, the management is confident to explore business
opportunities that are valuable to the Group and to our
shareholders, and we continue to commit to achieve this

objective and are optimistic of achieving better results.
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