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ANALYSIS OF THE GROUP’S PERFORMANCE

During the year, the Group has adopted the newly effective Hong Kong
Financial Reporting Standards. As a result, certain comparative figures
for the year ended 31st December, 2005 have been restated.

For the year ended 31st December, 2006, the Group had consolidated
the results of the subsidiaries carrying on manufacturing and trading of
batteries products and related accessories, investment in securities
holding and advance as well as sand mining activities in the People’s
Republic of China. The operation of sand mining was discontinued
during the year following the Group Reorganisation.

The revenue of the Group for the year ended 31st December 2006
totaled HK$32.8 million, a slight decrease of 1.2% from HK$33.2 million
as compared to the financial year ended in 2005. The revenue for the
year was mainly generated from the manufacturing and trading of
batteries products and related accessories. The production and sales in
China’s battery industry remained fairly stable in 2006 but the
international competition in battery market remained keen and pricing
was still under competitive pressure which had negatively impacted the
revenue of the Group. The Group nevertheless continued to embark on
new efficiency and cost cutting measures to minimise the effects of
such negative external influences.

The consolidated net loss attributable to equity holders of the parent
for the year ended 31st December 2006 decreased from approximately
HK$81.8 million for the same year ended in 2005 to approximately
HK$38.4 million in the current year of 2006. There was notable decrease
in the areas of administrative expenses as well as other expenses which
resulted from lower allowance for loans and interest receivables being
recognised during the year. The net loss incurred for the current year
was mainly attributable to the loss on dilution of interest in an associate.
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LIQUIDITY AND FINANCIAL RESOURCES

During the financial year of 2006, the Group financed its operations
mainly through cash generated from its business activities, banking
facilities provided by its principal bankers and external borrowings. As
at 31st December, 2006, the Group had working capital calculated by
current assets less current liabilities of approximately HK$0.2 million
and the current ratio decreased to 1.00, compared with working capital
of approximately HK$755.7 million and current ratio of 3.68 as at 31st
December 2005.

In the fiscal year of 2006, the net cash used in operating activities was
approximately HK$27.7 million compared with HK$11.8 million used in
operating activities in the same period of 2005. The net cash used in
investing activities and used in financing activities in the fiscal year of
2006 was approximately HK$58.3 million and HK$15.7 million,
respectively; compared with the net cash from investing activities
approximately HK$56.9 million and net cash used in financing activities
HK$45.4 million, respectively, in the same period of 2005.

The Group’s short-term bank overdraft and bank borrowings increased
from approximately HK$8.6 million as at 31st December 2005 to
approximately HK$12.9 million as at 31st December 2006, representing
an increase of 50%. There were no long-term bank loans and other
borrowings as at 31st December 2006 and 31st December 2005. The
gearing ratio, calculated to the total long-term borrowing bank loans
and other borrowing divided by total shareholders’ funds, remains nil
as at 31st December 2006 and 31st December 2005. As at 31st
December 2006, the Group's total borrowings of approximately HK$12.9
million were mainly denominated in Hong Kong dollar, the maturity
profile were all within one year, and bear interest at floating rates.

Capital expenditure aggregated to approximately HK$34.2 million for
the year ended 31st December 2006 and was used primarily for
purchasing of property, plant and equipment. The Group's capital
expenditures will continue to be funded primarily by internal resources
or external borrowings or a combination of both as required.

Cash and bank balances and pledged bank deposits amounted to
approximately HK$10.1 million as at 31st December, 2006, and is mainly
denominated in Hong Kong dollars. During the year ended 31st
December 2006, the Group did not experience significant exposure to
exchange rate and interest rate fluctuations. As a result, the Group did
not enter into any material foreign exchange contracts, currency swaps
or other financial derivatives.
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SIGNIFICANT INVESTMENT
Super Energy Group Limited

Super Energy Group Limited (“Super Energy”) is principally engaged in
the manufacturing and trading of batteries products and related
accessories. Its major products are the primary battery and the re-
chargeable battery. Super Energy is also actively engaged in new product
development by introducing the latest technology into its products.

Since 2004, all Super Energy batteries are manufactured in compliance
with the standards of ISO 9001 and Super Energy provides full range of
batteries free mercury and cadmium and proud to present its invention
of “No Mercury Button Cell Battery” and “Lithium-lon Battery” are
representing high quality, high capacity and advance technology.

Over the years, Super Energy insists on quality production as the crucial
path to gain reputation. In order to produce high quality and reliable
batteries, high-level vertical integration is employed in our manufacturing
process. Starting from electro-plating of metal case, plastic injection, all
processes are manufactured and controlled by experienced teams.

A new factory is scheduled to set up in the coming year and occupy
over 110,000 square meters. The new set up of the factory are fully
equipped with advanced machinery based on the best combination of
Japanese and European technologies and facilities. Direct and onsite
supervision from our technical experts will ensure that highest quality
and efficiency are achieved.

With the recovery of the world economy, the import and export of the
battery products in China has increased. For the coming future, Super
Energy aspires to achieving further growth in revenue by introducing
more high margin products.

NUMBER OF EMPLOYEES, REMUNERATION POLICIES AND
SHARE OPTION SCHEME

As at 31st December, 2006, the Group employed approximately 165
staff, remuneration packages comprised of salary and year-end bonuses
based on individual merits.

No options were granted or exercised during the year ended 31st
December, 2006.
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CORPORATE DEVELOPMENTS

As stated in the joint announcement of the Company dated 19th April,
2005, the Company announced the following proposals, if approved
and implemented, resulted in below.

Group Reorganisation

(i)  the Company continuing to be a public listed company with its
subsidiaries concentrating on its business of manufacturing and
trading of battery products and investments in securities;

(i) all other subsidiaries of the Company carrying on property
development, investment holding business and vessels for sand
mining business, and all other associates of the Company carrying
on manufacturing and marketing of tires and business of providing
package tour, travel and other related services were grouped under
Group Dragon Investments Limited (“GDI", a former wholly-owned
subsidiary of the Company) and its subsidiaries and operated by
the former management of the Company; and

(iii) shares in GDI were distributed as dividend in specie to the then
shareholders of the Company on the effective date of the Group
Reorganisation, on the basis of one GDI share for every share in
the Company after the shares consolidation pursuant to the capital
reorganisation.

Capital Reorganisation

The Company has carried out the Capital Reorganisation during the
year which involves, inter alia, the following:

(i) subdivision of the Company’s shares into two shares of HK$0.05
each;

(i)  cancellation of the paid-up capital of 881,595,087 issued shares
of HK$0.05 each (“Capital Reduction”) and the cancellation of
the entire share premium account of the Company;

(iii)  consolidation of two shares of HK$0.05 each into one ordinary
share of HK$0.10 each;

(iv) the «credits of approximately HK$44,080,000 and
HK$1,900,916,000 resulting from the Capital Reduction and the
cancellation of the share premium account, respectively transferred
to the special capital reserve account of the Company; and
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(v)  such special capital reserve set off against the accumulated deficit
of the Company as the date of the completion of the Group
Reorganisation.

Details of the Group Reorganisation and the Capital Reorganisation are
set out in the Company’s circular dated 10th September, 2005.

The abovementioned proposals relating to the Capital Reorganisation;
and the Group Reorganisation have been completed on 18th May, 2006
and 19th May, 2006 respectively.

The Company had been informed by Hanny Holdings Limited (“Hanny")
and PYI Corporation Limited (“PYI”) that they have entered into the
share sale agreement with Nation Field Limited (“Nation Field”) on 10th
March, 2005 pursuant to which and subject to, inter alia, the
implementation of the Group Reorganisation in full, Nation Field agreed
to acquire 135,000,000 shares (equivalent to 67,500,000 consolidated
shares of the Company upon the Capital Reorganisation having become
effective) from each of Hanny and PYIl, which shares represent
approximately an aggregate of 30.6% of the issued share capital of the
Company, for an aggregate consideration of HK$52,110,000, equivalent
to about HK$0.193 per share (or HK$0.386 per consolidated share).
The share sale agreement has been completed on 24th May, 2006.

On 23rd March, 2006, China Enterprises Limited, a former non-wholly
owned subsidiary of the Company, entered into an agreement with
Wing On Travel (Holdings) Limited (“Wing On") for the subscription of
the 2% convertible exchangeable note issued by Wing On to the Group
for the consideration of HK$300,000,000 (the “Subscription”). The
Subscription under an agreement constituted a major transaction for
the Company under the Listing Rules. Accordingly, the Subscription and
the transactions contemplated under the agreement were subject to
the approval of the shareholders of the Company at general meeting.
This transaction has been completed in June, 2006.

The composite offer document containing terms and details of the offer
made by Kingston Securities Limited (“Kingston Securities”) on behalf
of Nation Field to acquire all the issued shares in the Company other
than those already owned by Nation Field and parties acting in concert
with it, together with the acceptance form have been despatched to
the shareholders of the Company on 26th May, 2006. The offer has
been closed on 16th June, 2006.
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Immediately following the close of the offer, the valid acceptance of
135,782,321 shares of the Company received under the offer, Nation
Field and parties acting in concert with it, (including Hanny and PYI),
owned or controlled an aggregate of 394,602,115 shares of the
Company, representing approximately 89.52% of the issued share capital
of the Company as at the date of close of offer (out of which
270,782,321 shares of the Company, representing approximately 61.43%
of the issued share capital of the Company, are held by Nation Field)
and there were 46,195,428 shares of the Company in the hands of the
public, representing approximately 10.48% of the voting rights of the
Company.

Given that the public of shares of the Company was less than 25% of
the issued share capital of Company after the close of offer, the
Company is required to suspend trading in the shares of the Company
until the public float was restored as required under the Listing Rules.

On 29th January, 2007, Nation Field, a controlling shareholder of the
Company, entered into the placing agreement (the “Placing Agreement”)
with Kingston Securities. Pursuant to the Placing Agreement, Nation
Field agreed to place, through Kingston Securities, an aggregate of
65,000,000 existing shares of the Company, on a fully underwritten
basis, at a price of HK$0.32 per placing share (the “Placing”).

Immediately after completion of the Placing, there were 111,195,428
shares of the Company in the hands of the public, representing
approximately 25.23% of the issued shares of the Company. The
Company confirmed that the public float of the shares of the Company
had been restored. The trading of shares of the Company had resumed
on 1st February, 2007.
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