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OPERATIONS REVIEW

Overall results

For the year ended 31 December 2006, the Group reported an
audited consolidated revenue of HK$980.4 million, representing
an approximately 135% growth over that of the previous year.
The turnover upsurge was mainly attributable to improved utilization
of the Group’s slag powder plant in Liuzhou and the cement
grinding plant in Fuzhou, and the commercial operation of its
Yingde plant in the second half of the year. However, as a result
of significant initial start up costs and higher unit costs during the
first few months of the Yingde plant’s operation, the Group reported
losses attributable to shareholders of HK$18.3 million for the year.
Without the effect of the Yingde plant and the impairment loss of
property, plant and equipment, the Group would have reported a

decent profit attributable to shareholders of HK45.9 million.

Hong Kong

During the year, the cement and concrete market in Hong Kong
had been slow, with the supply and demand situation basically
remained the same as 2005. There were a limited number of
major public sector projects, despite a growth in private sector
consumption. The Group’s cement operations in Hong Kong
reported a 10.3% increase in sales volume during the year, with

gross margin reflected a modest increase.
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Mainland China

During the year, Anhui King Bridge Cement Co., Ltd. (“AKB”),
the Group’s 60%-owned slag powder grinding plant in Anhui,
reported a slight decline in profit. Despite a 14.8% growth in
sales volume over that of previous year and modest increase in
selling price, AKB suffered an adjustment in profit due to shrunk
gross margin resulting from surging raw material costs. During
the year, the Group continued to increase its sales of slag powder
in Anhui Province, in addition to its effort of strengthening the

product’s export.

The Group’s 60%-owned slag powder joint venture with Guangxi
Liuzhou Steel (Group) Corporation (“Liuzhou Steel”), achieved
remarkable results during its first full year of operation, with a sales
volume of approximately 620,000 metric tonnes and significant increase
in profit after tax. The Liuzhou venture enjoyed a favorable gross

margin, due to lower slag costs and more favorable selling price.

At the Group’s cement grinding plant in Fuzhou, Fujian Province,
the two grinding lines, with a total annual production capacity of
1.5 million metric tones, became operational for the whole year in
2006. The Fuzhou plant achieved a sales volume of approximately
1.13 million metric tonnes during the year, which was 118% higher
than that of the pervious year. The plant began its profit

contribution during the year, compared to a loss in 2005.
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As a result of higher unit cost due to under-utilization in the
initial start-up stage and significant depreciation charges of
HK$47.4 million and financial costs of HK$18.3 million, the Yingde
venture incurred a loss and which constituted a major impact to

the Group’s overall performance for the year.

The Group’s Yingde plant commenced commercial production in
July 2006 and reported a sales volume of 2.44 million metric
tonnes for the year. As the facilities began to run in and
production process being further finetuned in the second half of
the year, the Yingde plant began to generate operating profit in
the fourth quarter of 2006. The plant will be able to reach its

optimum utilization in 2007.

The Philippines
The Group’s cement distribution and handling services facilities
in Manila, the Philippines, continued to produce a steady stream

of cash inflow and profits to the Group during year.

Other significant investments held

The Group has partially disposed some held-for-trading
investments and recorded a gain of HK$1.9 million during the
year. A net increase in fair value of HK$12.6 million was
recognized for remaining held-for-trading investments upon stating

them at market prices as at 31 December 2006.
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LIQUIDITY, FINANCIAL RESOURCES AND
CAPITAL STRUCTURE
The Group adopts prudent treasury policies in managing cash

resources and bank borrowings.

Total unrestricted cash and bank balances of the Group as at 31
December 2006 amounted to HK$258.8 million, of which 9.7%,
12.8% and 71.1% were denominated in HK$, US$ and RMB
respectively. Highly liquid short term investments, classified as
held-for-trading investments, with a market value of HK$540.2

million as at 31 December 2006, were also held by the Group.

The maturity profile of the Group’s bank borrowings as at 31

December 2006 are as follows:
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Out of the bank loans as at 31 December 2006, HK$992.1 million
was denominated in HK$, HK$55.9 million in US$ and
HK$531.5 million in RMB. All of the bank loans are of floating

rate structures.

The Group’s financial position remained healthy, with net current
assets of HK$205.6 million as at 31 December 2006 and gearing
ratio, calculated based on total bank borrowings and total assets
as at 31 December 2006, of 49.7%.

CHARGE ON ASSETS
As at 31 December 2006, deposits amounting to HK$27.5 million
have been pledged by the Group as a margin of issuance of

letter of credit for the purchase of plant and equipments.

FOREIGN CURRENCY EXPOSURES

The Group utilised various methods to mitigate foreign currency
exposures arising from the currency mismatch of construction
material purchases and sales. To protect the benefits of
shareholders, cost-efficient hedging methods will be considered

in future foreign currency transactions.

No foreign exchange contracts were outstanding as at 31
December 2006.

EMPLOYEES
As at 31 December 2006, the Group had 554 full-time employees.
Total wages and salaries of the Group for the year then ended
amounted to HK$88.4 million.

recommended by management and reviewed by the remuneration

Discretionary bonuses,

committee, are payable to employees in Hong Kong and senior
management of overseas subsidiaries based on performance. In
addition, the Company’s directors may invite employees, including
executive directors (in which case approval of independent non-
executive directors is required), of the Company or any of its
subsidiaries and associates to take up options to subscribe for
shares of the Company. During the year, options were granted

to directors and certain employees on 31 March 2006.
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