UBA INVESTMENTS LIMITED B BB E B R 2 &

NOTES TO CONDENSED FINANCIAL
STATEMENTS

Basis of preparation and accounting
policies

The Company is a public limited company
incorporated in the Cayman Islands with its shares
listed on The Stock Exchange of Hong Kong
Limited (the "Stock Exchange”). The address of
its registered office is Ugland House, South
Church Street, P.O. Box 309, George Town, Grand
Cayman, Cayman Islands, British West Indies. The
principal place of business is 2nd Floor, Wah Kit
Commercial Centre, 302 Des Voeux Road Central,
Hong Kong.

The Company and its subsidiaries are engaged
in investment holding and trading of securities.

The condensed consolidated financial statements
have been prepared in accordance with the
applicable disclosure requirements of Appendix
16 to the Rules Governing the Listing of Securities
on the Stock Exchange (the “Listing Rules") and
with Hong Kong Accounting Standard 34 “Interim
Financial Reporting” issued by the Hong Kong
Institute of Certified Public Accountants.
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UBA INVESTMENTS LIMITED B B % & B R & &

Accounting policies

The unaudited condensed consolidated financial
statements have been prepared under the
historical cost basis except for certain financial
instruments, which are measured at fair values,
as appropriate.

The accounting policies adopted in the
condensed consolidated financial statements are
consistent with those followed in the preparation
of the Group's annual financial statements for
the year ended 31 March 2006 except as
described below.

In the current interim period, the Group has
adopted, for the first time, a number of new
standards, amendments and interpretations
(hereafter collectively referred to as the “new
HKFRSs") issued by the HKICPA, which are
effective for accounting periods beginning on or
after 1 December 2005 or 1 January 2006.

The adoption of these new HKFRSs has had no
material effect on how the results of operations
and financial position of the Group are prepared
and presented.
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UBA INVESTMENTS LIMITED B BB E B R 2 &

Accounting policies (continued)

The Group has not early adopted the following
new HKFRSs that have been issued but are not
yet effective. The Group is in the process of
assessing the potential impact of these new
HKFRSs but not yet in a position to determine
whether these new HKFRSs will have a significant
impact on how its results of operations and
financial position are prepared and presented.
These new HKFRSs may result in changes in the
future as to how the results and financial position
are prepared and presented.

HKAS 1 (Amendment) Presentation of financial
statements: Capital
disclosures'

HKFRS 7 Financial instruments:

Disclosures'
HK(IFRIC)-INT 7 Applying the restatement
approach under HKAS
29 Financial Reporting
in Hyperinflationary
Economies?

HK(IFRIC)-INT 8

Scope of HKFRS 23

B R BUR (18)
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HK(IFRIC)-INT 9 Reassessment of

embedded derivatives*

! Effective for annual periods beginning on
or after 1 January 2007.

2 Effective for annual periods beginning on
or after 1 March 2006.

3 Effective for annual periods beginning on
or after 1 May 2006.

4 Effective for annual periods beginning on

or after 1 June 2006.

Comparative figures have been reclassified to
conform with the current period's presentation.
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UBA INVESTMENTS LIMITED B B % & B R & &

3.

Financial risk management

3.1

Financial risk factors

The Group's activities expose it to a variety

of financial risks: market price risk, credit

risk, liquidity risk, interest rate risk and

currency risk. The Group's overall risk

management programme focuses on the

unpredictability of financial markets and

seeks to minimise potential adverse effects

on the Group's financial performance.

(@)

(®)

Market price risk

The Group is exposed to equity
securities and debt securities which
are classified on the consolidated
balance sheet either as available-for-
sale financial assets or financial
assets at fair value through profit or
loss. These are susceptible to market
price risk arising from uncertainties
about the future prices of the
instruments. The Group’s market
price risk is managed through
diversification of the investment
portfolio ratios by exposures.

Credit risk

The Group takes on exposure to
credit risk, which is the risk that a
counterparty will be unable to pay
amounts in full when due.
Impairment provisions are provided
for losses that have been incurred
by the balance sheet date, if any.
The Group is responsible for
monitoring the amount of credit

exposure to any financial institution.
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UBA INVESTMENTS LIMITED B BB E B R 2 &

3.

Financial risk management (continued)

3.1

Financial risk factors (continued)

©

(@

Liquidity risk

The Group invests in both listed and
unlisted securities. Those listed
securities are considered readily
realisable as they are listed in
regulated stock exchanges. Those
unlisted securities may not be traded
in an organized public market and
may be illiquid. As a result, the Group
may not be able to liquidate quickly
its investments in these instruments
at an amount close to their fair value
in order to meet its liquidity
requirements or to respond to
specific events such as deterioration
in the creditworthiness of any
particular issuer. Prudent liquidity risk
management implies maintaining
sufficient cash and marketable
securities, the availability of funding
through an adequate amount of
credit facilities and the ability to close
out market positions.

Interest rate risk

The Group is exposed to risks
associated with the effects of
fluctuations in the prevailing levels
of market interest rates on its
financial position and cash flows
since the Group has significant
interest-bearing assets and long-term
borrowings issued at variable rate.
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UBA INVESTMENTS LIMITED B B % & B R & &

3.

Financial risk management (continued)

3.1

Financial risk factors (continued)

(e) Currency risk

The Group holds assets denominated
in currencies other than the HK
dollars, the functional currency. The
Group is therefore exposed to
currency risk, as the value of the
securities and foreign currency
borrowings denominated in other
currencies will fluctuate due to the
changes in exchange rates.

3.2 Fair value estimation

The fair value of financial instruments
traded in active markets is based on quoted
market prices at the balance sheet date.
The quoted market price used for financial
assets held by the Group is the current
bid price.

The fair value of financial instruments that
are not traded in an active market is
determined by using valuation techniques.
The Group uses a variety of methods and
makes assumptions that are based on
market conditions existing at each balance
sheet date. Quoted market prices, dealer
quotes for similar instruments and other
techniques, such as estimated discounted
cash flows, are used to determine the fair
value.

All financial instruments fair values at 30
September 2006 are not materially
different from their carrying values.
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UBA INVESTMENTS LIMITED B BB E B R 2 &

Turnover, other revenues and net gains 4.

The Group principally invests in listed and unlisted
securities, including equity securities. Revenues
recognized during the period are as follows:

Turnover

Proceeds from sale of
available-for-sale financial
assets — listed

Proceeds from sale of financial
assets at fair value through
profit or loss — listed

Dividend income from listed
equity securities

Other revenue
Interest on bank deposits
Other revenue

Total revenues
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For the six months ended
30 September
BENA=+HLEREAR

2006 2005
—EERE —TTRF
(unaudited) (unaudited)
(RiEFR) (REER)
HKS HK$

& BT
51,569,422 12,109,597
10,649,059 18,936,915
1,282,319 2,204,574
63,500,800 33,251,086
193,998 39,184
8,630 66,184
202,628 105,368
63,703,428 33,356,454
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UBA INVESTMENTS LIMITED B B % & B R & &

4. Turnover, other revenues and net gains 4. ZEX#H HUBKARKEBH (#)

(continued)

No analysis of the Group's turnover and
contribution to operating profit for the period set
out by principal activities and geographical
markets is provided as the Group has only one
single business segment, investment holding, and

all the consolidated turnover and the consolidated

results of the Group are attributable to markets

in Hong Kong.

Other net gains

Net unrealised gain on financial

assets at fair value
through profit or loss
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For the six months ended
30 September
BEALA=1+HILAREA

2006
—EEREF
(unaudited)
(REBER)
HKS$
B
Hith iz %88
BAFERER
RINR BB EE
ZAREBHRWEFE 657,378

2005
—ZTTRF
(unaudited)
(REEER)

HK$

BT

286,470
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UBA INVESTMENTS LIMITED B BB E B R 2 &

Profit before taxation

Profit from operations has been arrived at after

charging the following:

Depreciation

Investment management fee
paid to a related company

Staff costs, including defined
contribution of HK$7,233
(2005: HK$6,400 to
MPF Scheme)

Minimum lease payments on
properties under operating
leases

Finance costs

Interest on:
Other borrowings wholly
repayable within five years

5. KRMES

REBEMNEMBR T SIA:

For the six months ended
30 September
BEALA=1+HLAKEA

2006 2005
—EERE —ETRF
(unaudited) (unaudited)
(REFX) (R &%)
HKS$ HK$
BT T
e 3,255 2,836
TRHFEERAZ
BEEERA 856,495 730,434
BEIXA  BFEEI%RED
FHEIREHRT 2338 T
(ZZEZTHF : 6,40087T)
132,650 152,400
MERBLERE
ZREEMNES
120,000 120,000
6. RMER/E
For the six months ended
30 September
B@FEAA=1THLAEA
2006 2005
—EERE —ETRF
(unaudited) (unaudited)
(REFIX) (R ER)
HKS$ HK$
BT T
FEZH
H A 18 %
(ZHRSFENRER) 309,442 175,076

Interim Report 2006 F Hj #f %

15



UBA INVESTMENTS LIMITED B B % & B R & &

Taxation

Hong Kong profit tax has not been provided as
the Group has no assessable profit during the
period.

Reconciliation between the tax expenses and
accounting profit at applicable tax rate.

]

MR AR B B 008 B S5 R
T BABRERFSHEE-

BEMERX BEE NIRRT X

For the six months ended
30 September 2006

BE_ZTAE
AWB=+HLKEAR
(unaudited)
(REER)
HKS
BT
Profit before taxation T 5% Al i 7 9,927,313
Notional tax charge on profit RBRBE17.5%
before taxation, calculated (ZZZTHF : 17.5%)
at the applicable tax rate HERBADE M 2
of 17.5% (2005: 17.5%) AEERBZH 1,737,280
Tax effect of profit not subject BARBER Z
to taxation MBTE (1,921,668)
Tax effect of non deductible TRHBRAEZZ
expenses A 33,682
Tax effect on unrecognised REREREREL
temporary difference ﬁﬁ%ﬁ/ & 341
Tax effect of unused tax RERZ RERAHHB
losses not recognised & ?‘EZ%@ 150,365
Actual tax expenses BIEEE -

Basic earning per share

The basic earning per share is based on the
Group's profit attributable to shareholders for the
period of HK$9,927,313 (2005: gain of
HK$1,771,794) and the weighted average
number of ordinary shares of 1,059,778,200
shares (2005: 1,059,778,200) in issue during
the period.

No diluted earning per share for the six months
ended 30 September 2006 and 2005 are
presented respectively as the Company does not
have dilutive potential ordinary shares.

BREFERT

H§§$§zﬂm§ﬁ§%@mﬂx$r€1£%
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1,771,794 L&) &ﬁﬁmaé’*na
ﬁﬁﬁzm 7 15 £01,059,778,200%

(ZZZFHF:1,059,778,2000%) &t
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UBA INVESTMENTS LIMITED B BB E B R 2 &

9. Amount due from investee companies 9.

Amounts due from investee
companies less provision
of HK$3,413,838
(31 March 2006:
HK$4,876,719)

JIE U 4% 8 A R FUE R
3,413,838 7t # 5

(ZZTXF=A
=+—8:
4,876,719% 7T)

The amounts due from investee companies are
unsecured, interest-free and with no fixed terms

of repayment.

10. Loans and other receivables

Deposits and prepayments
Loans receivable
Other receivable

10.

EESEE
FEE R
Hofth & W

BRBEELAERE
30 September
2006

—BEX
AA=+H
(unaudited)
(RBEX)
HKS$
&

23,406,168

31 March
2006
ZEERF
=A=+-—8
(audited)
(5HE%)
HK$

BT

24,576,718

BRERAARRBTREENR RE
B REBREERE

EEREMBKRZRE
30 September 31 March
2006 2006
—EERE —EERRF
hA=+H =A=+—H
(unaudited) (audited)
(REFR) (RER)
HKS HK$
ETT BT
60,000 60,060
10,063,264 2,536,987
4,680 878
10,127,944 2,597,925
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UBA INVESTMENTS LIMITED B B % & B R & &

Loans and other receivables (continued) 10. EEREMEBWKHRIE (K)
Loans receivable are unsecured, bearing interest EWREE TS B IRE  F B A FEF| R
at annual interest rate of 6% and have no fixed 6%t HE RO BRI ERD-
term of repayment.
No ageing analysis is disclosed for other HREMERREIERREHERS
receivables in view of the fact that they comprise T AR A FE 5 e W AR B R B AR
mainly rental deposits, dividend receivable from EEMNE WS Fit ¥ E25IKE D
listed equity securities and interest income from il
fixed deposit and loans.
Interest bearing borrowings 1. EEH
The interest-bearing borrowings represent loans NEEERRBHAR (EBRESR
from margin accounts due to a related company, RAR) 2HFRFPAGH BIEBE L
Upbest Investment Company Limited, for TREF - ZEFBARBAEE KE
financing the purchases of listed securities. The BEER125%(ZFTAF HI.5%
loans are repayable on demand, bearing Interest E11.5%) st B8 R IAR D £ A%
at the effective interest rate at 12.5% per annum RESEEM HAHEWT:
(2005: from 9.5% to 11.5%) and secured by
certain listed equity securities with market value
as follows:
30 September 31 March
2006 2006
ZEERE ZEEREF
hA=+B =A=+-—H
(unaudited) (audited)
(RiEF) (f&ERZ)
HK$ HK$
ET BT
Market value of listed equity ERNAFR
securities pledged for ERzEm
securing margin loans RAESME
and facilities 82,133,079 60,424,463
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UBA INVESTMENTS LIMITED B BB E B R 2 &

12.

13.

Share Capital

Ordinary shares of HK$0.01 each

Authorised:
At 30 September 2006 and
31 March 2006

Issued and fully paid:
At 30 September 2006 and
31 March 2006

Connected and related party transactions

During the period, significant connected and
related party transactions, which were carried out
in the ordinary course of the Group's business,

are as follows:

Investment management
fee paid to Upbest Assets
Management Limited

Brokerage commission
paid to Upbest Securities
Company Limited

Interest paid to Upbest
Investment Company
Limited

Custodian fee paid to
Wing Hang Bank Limited

Rental paid to Champion
Assets Limited

12. B &
Number
of shares Amount
BB E BiE
HK$
BT
FREE.OVE T L A
NFENA=ZTER
ZETRF=ZA=+—H 2,000,000,000 20,000,000
BEEITREE :
RZZETRFAAZTHR
—EERF=ZA=+—H 1,059,778,200 10,597,782
13. AERMABMALTZS
HEAEBEAEEKBREFETZE
ABERBEBEALRZOT:
For the six months ended
30 September
BEAAZTHLAMEA
2006 2005
ZEZTRE —TTHE
(unaudited) (unaudited)
(RBEIX) (REER)
Notes HKS HK$
k=3 BT BT
IHBREERE
TERER
BERAA (a) 856,495 730,434
TREEAE
TERES
ARRA (b) 247,536 168,459
TRMET
ZEBREER
NS (© 309,442 175,076
XNEEET
KZRITERAA (d) 30,383 30,565
% ff Champion
Assets Limitedz 1 & (e) 120,000 120,000
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UBA INVESTMENTS LIMITED B B % & B R & &

13.

Connected and related party transactions
(continued)

Notes:

(a)

(b)

©

The Company has entered into investment
management agreements with Upbest
Limited, the
investment manager, for a period of three

Assets Management
years commencing from 1 April 2006. This
agreement can be terminated by either the
Company or the investment manager
serving not less than six months' notice in
writing prior to the expiration of the three
years period. Pursuant to this agreement,
monthly investment management fee is
payable at 1.5% per annum of the
consolidated net asset value as at the
immediately preceding valuation date on
the basis of the actual number of days in
the relevant calendar month over 365 days
a year.

Brokerage commission rate is charged at
0.25%, the prevailing market rate, of the
value of the transactions.

Interest for margin account was charged at
12.5% per annum. The Company and two
subsidiaries maintained margin accounts
with Upbest Investment Company Limited
to which the Company and two subsidiaries
provided collateral for purchases of listed
securities.

13.
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UBA INVESTMENTS LIMITED B BB E B R 2 &

13.

Connected and related party transactions
(continued)

Notes:

(d)

Pursuant to a custodian agreement dated
22 December 1999 between the Company
and a custodian, the custodian agrees to
provide securities custodian services to the
Company including the safe custody of the
Group's securities and the settlement of
the securities of the Group, the collection
of dividends and other entitlements on
behalf of the Group. The appointment of
the custodian commenced on the date of
commencement of trading of the
Company's shares on the Stock Exchange
and will continue in force until it is
terminated by either party giving a written
notice to the other party at any time.

The custodian is regarded as a connected
person of the Company under Rule 21.13
of the Listing Rules, but the custodian fee
falls below the de-minimis threshold under
Rule 14A.31(2) of the Revised Listing
Rules.

13.

RERMBALES (W)

et -

(d)
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Am%%ﬁ%%~ BREANEEE
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UBA INVESTMENTS LIMITED B B % & B R & &

13.

Connected and related party transactions
(continued)

Notes:

©)

®

The Company has entered into a tenancy
agreement with Champion Assets Limited
for one year, commencing from 1 January
2005. The tenancy agreement was
renewed for one year commencing from
1 January 2006. The total rent paid during
the period from 1 April 2006 to 30
September 2006 is
HK$120,000. The transactions were carried
out at an amount agreed by both parties.

amounted to

The entire issued share capital of Fung Fai
Growth Limited is owned by a trust of
which the discretionary objects are family
members of Mr. Cheng Kai Ming, Charles.
Including a director of the Company, Mr.
Cheng Wai Lun, Andrew. The ultimate
beneficial owner of the issued share capital
of Champion Assets Limited is owned by
Mr. Cheng Kai Ming, Charles..

Upbest Assets Management Limited, Upbest
Securities Company Limited and Upbest
Investment Company Limited are wholly-
owned subsidiaries of Upbest Group
Limited, a company incorporated in the
Cayman lIslands with limited liability, the
securities of which are listed on the Stock
The
shareholder of the Company and Fung Fai

Exchange. ultimate beneficial
Growth Limited, a substantial shareholder
of the Company, holds indirectly 69.39%
per cent interest in Upbest Group Limited
as at 30 September 2006.

13.

HERMBALIS (W)

Bzt
©

®

X A & # Champion Assets
Limited2 E —AH—F2HE
HB#E R—TTREF—A—H
ER-HERFCEE—F R
ZETAF-A-HBER-Z
ZTAFMA—HEZZTTR
FAR=tBHMzENES
4BFEA120,0008 LR 2 &
BAEHRZWHE-Fung Fai
Growth Limitedz 2 #8 2 17 &
ATl —BERFA ABEBEX
EADBRBALEZREKE
BREARAZEZBERTE.
Champion Assets Limited Z & %
ARATDRABEALEERKE
mHR-e

EREHRBRAR EREFE
BRRARAIREZRERRLDFNH
REREEARQA (RRA2
HEAMA I BERAR HK
PRERXMET) 22 ENE
RAPARRARAANRER 1L
* Z R R Fung Fai Growth
Limited? ZR X HmRER T
ERFNAZ+THBEEERE
BEBEHRRA69.39%EH -
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