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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

1. BASIS OF PREPARATION

The unuudited condensed consoliduted finunciul stutements huve been
prepured in uccordunce with Hony Kony Accounting Stundurd 34 “Interim
Financiul Reporting” issued by the Hony Konhy Institute of Certified Public
Accountunts (the “HKICPA") und with the upplicuble disclosure reyuirements
of Appendix 16 to the Rules Governiny the Listing of Securities (the “Listiny
Rules”) on The Stock Exchunyge of Hony Kony Limited (the “Stock Exchunge”).

2.  PRINCIPAL ACCOUNTING POLICIES

The unuudited condehsed consoliduted finunciul stutements huve been
prepured under the historicul cost convention.

The uccountiny policies und methods of computution used in the prepuration
of the unuudited condensed consoliduted finunciul stutements ure consistent
with those used in the Group’s unnuul finunciul stutements for the yeur ended
31 Murch 2006, except us described below.

In the Period, the Group hus upplied, for the first time, u number of hew
Hony Kony Finunciul Reporting Stundurds (the “HKFRS”), Hohy Kony
Accounting Stundurds (the "HKAS”), Hony Kony (Internutionul Finunciul
Reporting Interpretations Committee) Interpretutions (the “HK(FRIC) - Int”)
und Interpretutions (hereinufter collectively referred to us the “New HKFRSs")
issued by the HKICPA thut ure effective for uccounting periods beyinniny on
or ufter 1 December 2005.

The udoption of these New HKFRSs hus hud ho muteriul effect on how the
results for the current or prior uccounting period have been prepured und
presented. Accordinyly, no prior period udjustment hus been reqyuired.
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3.  POTENTIAL IMPACT OF NEW STANDARDS NOT YET APPLIED

The Group hus not eurly upplied the followiny New HKFRSs thut have been
issued but ure not yet effective.

HKAS 1T (Amendment) Presentution of finunciul statements: Cupitul
disclosures

HK(FRIC) - Int 7 Applying the restutement upprouch under HKAS
29 finunciul reportinyg in hyperinflutionury
econhomies

HK(FRIC) - Int 8 Scope of HKFRS 2

HK(FRIC) - Int 9 Reussessment of embedded derivutives

The Group hus dlreudy commenced un ussessment of the potentiul impuct
of these New HKFRSs but is hot yet in u position to determine whether these
New HKFRSs would have u significunt impuact on its results of operations und
financial position.
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4. SEGMENT INFORMATION
Business segment

The Group wus principully enguyed in the business of uppurel trading,
securities frading und strateyic investments. The detuils are us follows:

Strategic
Apparel Securities investments
trading trading and others  Consolidated
HKS*000 HK$°000 HK$°000 HKS*000
For the six months ended
30 September 2006
Turnover 36,514 55 - 36,569
Seyment results (4,960) @A) - (4,963)
Interest income 149
Group overheuds (2,582)
Loss from operutions (7,396)
Loss on sules of
avuiluble-for-sule
financiul ussets (13,288) (13,288)
Finunce costs (327)
Loss before tuxution (21,011)
Tuxution -
Loss for the Period (21,011)
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SEGMENT INFORMATION (Continued)

Business segment (Continued)

Strategic
Apparel Securities investments
trading trading and others Consolidated
HK$000 HKS$°000 HKS’000 HKS’000
For the six months ended
30 September 2005
Turnover 43,224 4,556 - 47,780
Seyment results (7,265) 149 - (7.116)
Interest income 8
Group overheuds (2,137)
Provision for loun receivubles - - (100) (100)
Impuirment loss of yoodwill
arising on ucyuisition of
subsidiuries (3,118) - - (3,118)
Loss from operutions (12,463)
Guin on disposul
of subsidiuries 1 - 9 10
Finunce costs (1,099)
Loss before tuxution (13,552)
Tuxution -
Loss for the period (13,552)
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5.

LOSS FROM OPERATIONS

Six months ended
30 September

2006 2005
HK$’000 HKS 000
Loss from operutions hus been urrived ut
ufter churying/(creditiny):
Cost of yoods sold 18,539 28,477
Depreciution 1,015 658
Loss on disposul/write-off of property,
plunt und eyuipment 451 39
Royulty income - (205)

FINANCE COSTS

Six months ended
30 September

2006 2005
HK$’000 HKS 000

Interest on short ferm loun
wholly repuyuble within five years 327 1,099

TAXATION

No provision for Hony Kony Profits Tux hus been mude us the Group did hot
have any ussessuble profits for both periods.
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LOSS PER SHARE

The culculution of the busic loss per share is bused on the loss uttributuble to
equity holders of the purent for the Period of upproximutely HK$21,011,000
(30 September 2005: loss of gpproximately HK$13,552,000) und on the
weighted average humber of upproximately 314,336,000 ordinury shares (30
September 2005 weighted uveruge humber of approximutely 437,108,000
ordinury shares) in issue during the Period.

No disclosure of diluted loss per share has been presented us there were no
dilutive potentiul shures in issue during both periods.

DIVIDEND

The Directors do hot recommend the puyment of un interim dividend for the
Period (2005: Nil).

PROPERTY, PLANT AND EQUIPMENT

HKS 000
Net book vulue ut 31 Maurch 2006 2,534
Additions 420
Disposul/written off 60
Depreciution (1,015)
Net book vulue ut 30 September 2006 1,438
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11.

12.

13.

AVAILABLE-FOR-SALE FINANCIAL ASSETS

At At

30 September 31 March

2006 2006

HK$°000 HKS 000

Listed equity securities in Hony Kony - 2,807
INVENTORIES

At At

30 September 31 March

2006 2006

HK$’000 HKS 000

Merchundise yoods for sules — Appurel 32,856 38,073

TRADE AND OTHER RECEIVABLES, DEPOSITS AND PREPAYMENTS

The Group ullows u credit period normully ranyinyg from cush on delivery to
120 duys to its frade customers.

At 30 September 2006, the bulunce of trude und other receivubles, deposits
und prepuyments included trude debtors of upproximutely HK$6,384,000 (31
Muarch 2006: HK$8,278,000). Ah uyged undlysis of trude debtors, net of provision
for bud und doubtful debts ut the reporting dutes is us follows:

At At

30 September 31 March

2006 2006

HK$’000 HKS 000

0 - 60 duys 4,498 7,824
61 - 90 duys 452 58
91 - 180 duys 1,099 137
181 — 365 duys 107 116
Over 1 yeur 228 143
6,384 8,278
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TRADE AND OTHER PAYABLES, ACCRUALS AND DEPOSITS RECEIVED

At 30 September 2006, the bulunce of frude und other puyubles, uccruuls
und deposits received included trude creditors of upproximutely HKS 1,244,000
(81 Muarch 2006: HK$2,791,000). An aged anulysis of the trade creditors at the
reporting dutes ure us follows:

At At

30 September 31 Murch

2006 2006

HK$°000 HKS 000

0 - 60 duys - 1,505
61 - 90 duys - 38
91 - 180 duys - 3
181 — 365 duys - 1
Over 1 yeur 1,244 1,244
1,244 2,791

SHORT TERM LOAN

At 30 September 2006, the short term loun wus extended by un independent
third purty which is interest beuring at baunk’s best lendiny rate less 2% per
annum und due onh 31 Murch 2007. The loun is secured by u pledye of ull
issued shure capitdl in und the shureholder loun to Full Ahead Limited (“Full
Aheud”), u wholly-owhed subsidiury of the Group. Full Aheud is the holdinhy
compuny of the subsidiuries which ure muinly engyuyed in uppurel truding.
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16.

SHARE CAPITAL

Number of
shares HKS 000
Authorised:
At 31 Murch 2006 und 30 September 2006:
Ordinury shures of HK$0.001 euch 300,000,000,000 300,000
Issued und fully puid:
At 1 April 2005:

Ordinary shares of HK$0.001 euch 437,108,262 437
Open offer 1,311,324,786 1,311
At 1 April 2006

Ordinary shares of HKS0.001 euch 1,748,433,048 1,748
Cupitdal reduction - (1,661)
Shure conhsolidution (1,661,011,396) -
At 30 September 2006

Ordinury shures of HK$0.001 euch 87,421,652 87

At u speciul yenerul meeting of the Compuny held on 26 April, 2006, u
speciul resolution wus pussed pursuunt to which the puid up cupitdl of the
Compuny wus reduced from HKS$0.001 to HK$0.00005 per shure (“Reduced
Shure”) by cuncellution of HK$0.00095 of the puid up cupitul on euch issued
shure ("Cupitul Reduction”). As u result of the Cupitul Reduction und bused
oh the humber of issued shures of the Compuny us at 26 April 2006, un
umount of upproximutely HK$1,661,000 from the shure cupitul uccount of
the Compuny wus cuncelled und credited to the contributed surplus uccount
of the Compuny where it wus utilized to set off the uccumuluted losses of
the Compuny. Immediutely followinyg the Cupitul Reduction becume effective
on 9 Muy 2006, every 20 Reduced Shures were consoliduted intfo one shure
of HK$0.001 euch resulting in the ftotal issued share cupital of the Compuny
reduced to 87,421,652 shures.
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17. RESERVES
Investment Capital
Share  revaluation  redemption Reserve Accumulated
premium reserve reserve funds losses Total
HK$ 000 HK$'000 HKS 000 HK$'000 HK$'000 HK$'000
At 1 April 2006 709,633 (12,845) 1,190 135 (655,942 2,17
Cupitul reduction (709,633) - - - 711,295 1,662
Reserve reulised upon sules of
avuiluble-for-sule finuncial ussets - 12,845 - - - 12,845
Loss for the Period - - - - (21,011) (21,011)
At 30 September 2006 - - 1,190 135 34,342 35,667
18. CONTINGENCIES AND COMMITMENTS

(a)

Litigation

In Auyust 2005, Orient Rise Limited ("Orient Rise”) initiuted u leyul uction
aguinst French Trude Muarketing Limited und Euro Fushion Trudiny
Compuny Limited, two wholly-owned subsidiuries of the Compuny, for
u breuch of the terms of sublicence cuusiny loss und dumugyes to Orient

Rise.

Up to the dute of this report, bused on the legul udvice obtuined, the
Directors believed thut there is ho ground for Orient Rise to muke the
cluim und therefore, no provision hus been made in the unuudited

cohdensed consoliduted financiul stutements.
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18. CONTINGENCIES AND COMMITMENTS (Confinued)

(b) Capital commitments

At At
30 September 31 March
2006 2006
HK$’000 HKS 000
Cupitul expenditure contructed for
but not provided in the condensed
consoliduted finunciul stutements
in respect of:
Acquisition of property in Muluysia 105,281 105,281
Acquisition of plunt und equipment - 79
105,281 105,360




