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Financial Review
ISR

As at 31st March 2006, the Group’s total equity funds were HK$913.8
million including reserves of HK$779.1 million. The Group continued to
maintain a strong financial position with cash and bank balances of HK$695.7
million. The Group’s working capital was HK$692.0 million. Based on the
Group’s steady cash inflow from operations and coupled with its existing
cash and bank facilities, the Group has adequate financial resources to fund

its future expansion.

During the year, the majority of the Group’s cash and bank balances were
in Hong Kong or U.S. dollars and deposited in leading banks with maturity
dates falling within one year. This is in line with the Group’s policy to maintain
liquidity of its funds and in response to the increase of deposit rates. The

funds will continue to contribute a stable yield to the Group.

Total funds employed (representing total equity) as at 31st March 2006 were
HK$913.8 million, which represented a 0.4% increase over the total funds
employed of HK$910.0 million, restated, as at 31st March 2005.

The gearing ratio, defined as the ratio of total loans less cash and bank
balances to total assets, was nil as at 31st March 2006 and 31st March

2006.

It is the Group’s treasury management policy not to engage in any highly
leveraged or speculative derivative products. In this respect, the Group
continued to adopt a conservative approach to financial risk management
with no significant borrowing during the year. Most of the assets, receipts
and payments of the Group are denominated either in Hong Kong or U.S.
dollars. However, the Group will monitor its foreign exchange position and,
when appropriate, the Group will hedge its non U.S. dollar foreign exchange

exposure by way of forward foreign exchange contracts.
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As at 31st March 2006, the Group had HK$8,000,000 outstanding forward
foreign exchange contracts and, subject to certain conditions, was committed
to purchase Euro 819,000 at an average exchange rate to U.S. dollars of
1.2588 in the coming year. The exchange rate for one Euro to U.S. dollar
as at 31st March 2006 was 1.2109. All the above mentioned foreign

exchange contracts were fully materialised subsequent to year-end.

Effective from 1st April 2006, facing the volatility of foreign exchange market
and the potential downside exposure arisen from the forward foreign
exchange contracts, the Group minimises its non U.S. dollar foreign exchange
exposure by way of hedging against order at spot and maintain no long

position. The hedging policies are reviewed by the Group regularly.

Charge on Group Asset

As at 31st March 2006, no Group asset was under charge to a financial

institution.

Contingent Liabilities

The Group had no significant contingent liability as at 31st March 2006.

Capital Commitment

As at 31st March 2006, the Group had total capital commitments in respect

of acquisition of property, plant and equipment of HK$89.4 million.
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