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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL
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For the six months ended 30 September 2006

1. ACCOUNTING POLICIES AND BASIS OF PRESENTATION

The unaudited condensed consolidated interim financial
statements of the Group for the six months ended 30
September 2006 are prepared in accordance with the Hong
Kong Accounting Standard (“HKAS"”) No. 34 “Interim
Financial Reporting” issued by the Hong Kong Institute of
Certified Public Accountants and Appendix 16 of the Rules
Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited (the “Listing Rules”). The accounting
policies and basis of preparation adopted in the preparation
of these unaudited condensed consolidated interim financial
statements are the same as those used in the audited
consolidated financial statements for the year ended 31
March 2006, except for the adoption of the following Hong
Kong Financial Reporting Standards (“HKFRSs") mandatory

for accounting periods beginning on or after 1 April 2006.

HKAS 21 Amendment Net Investment in a Foreign
Operation
HKAS 39 Amendment The Fair Value Option
HKAS 39 &
HKFRS 4 Amendments Financial Guarantee Contracts
HK (IFRIC) — Int 4 Determining whether an

Arrangement contains a

Lease

The adoption of the above HKFRSs has had no material
impact on the Group's results of operations for the current
period or financial position at 30 September 2006 in the

Group's condensed consolidated interim financial statements.
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SEGMENT INFORMATION

Segment information is presented by way of business
segment, which is the primary reporting segment of the

Group.

The Group’s operating businesses are structured and
managed separately, according to the nature of their
operations and the products they provide. Each of the
Group's business segments represents a strategic business
unit that offers products which are subject to risks and
returns that are different from those of the other business
segments. Summary details of business segments are as

follows:

Continuing operations:
. the supply and procurement segment supplies office

equipment and office supplies, machinery, machinery

parts, lubricating oil and bunkerage for vessels; and

. the corporate and other segments consists of

corporate income and expense items and holding of

property.

Discontinued operations:

. the toddler cars segment manufactures and trades
children’s ride-on cars featuring working horns and

turning wheels;
. the cycling segment manufactures and trades

children’s bicycles, tricycles and scooters; and

. the other toys segment comprises the manufacture
and the trading of pre-school toys, plastic utensils

and other fashionable toys.

There are no intersegment sales and transfers among the

business segments.
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2. SEGMENT INFORMATION (continued) 2. DEER (&)
Business segments EF 3
The following tables present revenue and profit/(loss) for TREJINAEEREG DB ZWAR
the Group's business segments. wmAL (B -

BEZZEAEAAZTALAER (REEH)
Six months ended 30 September 2006 (Unaudited)

RESEER BALEEEH
Continuing operations Discontinued operations
TEREM
ERKE  Corporate
Supply and and Nt 28 WEE  Hend Nt G4
procurement others  Sub-total  Toddler cars Cycling ~ Othertoys  Sub-total Consolidated

TEn TEn TEn TEn TiEn TEn TEn TEn
HK$'000 HK$'000 HK'000 HK$'000 HK$'000 HK$'000 HK'000 HK$'000

Segment revenue: ARUA
Sales to external customers DREFPZHE 93,237 - 93,237 - - - - 93,037
Other revenue and gains A ARKE 286 - 286 - - - - 286
93,523 - 93,523 - - - - 93,523

Segment results PE$E 10472 - 10472 - - - - 10472
Interest income and unallocated ~ F|SMAREKS

revenue and gains RRA RN - 591 591 - 591
Unallocated expenses AARAX - (4,859) (4,859) - (4,859)
Finance costs BERK - (2191) (2,191) - (2191)
Profit/(loss) before tax REART/ (E8) 10472 (6,459) 4,013 - 4,013
Tt HE (2,094) - (2,094) - (2,094)

Profit/(loss) for the period EEFRT/ (B8) 8,378 (6,459) 1919 - 1,919
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2. SEGMENT INFORMATION (continued) 2. DEER (&)
Business segments (continued) B oE (&)

HEZTZRENAZTAEAER (REER)
Six months ended 30 September 2005 (Unaudited)

REMEER BALEERH
Continuing operations Discontinued operations
HKERRE OXRRAM
Corporate
Supply and and It 218 WEE  Egni G 5
procurement others Sub-total ~ Toddler cars Cycing ~ Other toys Sub-total  Consolidated

TiEn TEL TiEn TiEn TiEn TiEn TiEn TiEn
HK$'000 HK$'000 HK'000 HK$'000 HK$'000 HK$'000 HK'000 HK$'000

Segment revenue: PEBA:

Sales to extemnal customers DREFZHE 72,94 - 72,99 4613 2,555 3718 10,946 83,888

Other revenue and gains EMARKE 57 - 57 132 74 n 317 374

72,999 - 72,999 4745 2,629 3,889 11,263 84,262

Segment results PEEE 7163 - 7163 (254) (62) (390) (706) 6,457
Interest income and unallocated ~ FIEMAR KD

revenue and gains BRI - 552 552 - 552
Unallocated expenses AABRX - (7102) (7102) (40) (1142)
Finance costs BERK - (2,253) (2,253) (29) (2,282)
Profit/(loss) before tax REART/ (E8) 7163 (8,803) (1,640) (175) (2415)
Tax M (1428) - (1,428) - (1428)
Profit/(loss) for the period KERRT/ (B8) 5735 (8,803) (3,068) (775) (3,843)

3. REVENUE 3. A

Revenue, which is also the Group's turnover, represents the WA (IRIEREBEZ EXERTE) EHAD
net invoiced value of goods sold, after allowances for returns MBREERESTHN2ELHEMHRE

and trade discounts during the period. FE o
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4. PROFIT/(LOSS) BEFORE TAX 4. BEBLATRA S (B8)
The Group's profit/(loss) before tax is arrived at after N E 2 BREADE A (E18) & B 1
charging: Br LA =18
HEAA=THLAEA
Six months ended
30 September
—EERF —ZTZTRF
2006 2005
(REER) (REEER)
(Unaudited) (Unaudited)
FTET FET
HK$'000 HK$'000
Depreciation neE 965 2,361
Amortisation of prepaid land TER L E A
lease payments g 5 375 364
Staff costs BTIRA 862 2,604
5. TAX 5. g

No Hong Kong profits tax has been provided as the Group
did not generate any assessable profits arising in Hong
Kong during both periods. Taxes on profits assessable
elsewhere have been calculated at the rates of tax prevailing
in the countries in which the Group operates, based on

existing legislation, interpretations and practices in respect

thereof.

MR R &R B E B ZEA
FE R B F - HUAS = B0 L EH B T
SREE - REME 2 ERB ST
M| BERBEEEIBRITED -
FAER)  AEEEEEH 2R
BEFHE -

BEAA=tHIEREA
Six months ended

30 September

Current — elsewhere and tax

charge for the period

e — HiipE Rk
AHPRHELH

—EERF —TTRF
2006 2005
(REER) (K& ER)
(Unaudited) (Unaudited)
TET FET
HK$'000 HK$'000
2,094 1,428
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6. DISCONTINUED OPERATIONS

On 31 August 2005, pursuant to a sale and purchase
agreement entered into between the Group and an
independent third party, the Group agreed to dispose of its
entire equity interest in Gadgets Yard Limited (“Gadgets
Yard") and its subsidiary (together known as "GY Group”)
together with the relevant shareholder’s loan. GY Group is
engaged in the design, manufacture and sale of a wide

range of toys.

The loss for the period from the discontinued operations is

analysed as follows:

Loss of the discontinued operations AHBERIEES
for the period BB
Loss on disposal of GY Group HERMNER 2 EHB
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BT E=NRIZ—MEEBE B
b AEEREBELHEENREBERA
AI(DRE]) REWE 2R (58 DR
SED zzaE  EREHEEKRE
R RHEEBMAUFERF  HENRBEE
BEEZMAZER -

AHHERIEREXBRELEZ BB
2T

BEANAZ+THLERER
Six months ended
30 September

ZEERF —ETRF
2006 2005
(REER) (RiEgE®R)
(Unaudited) (Unaudited)
FTET FET
HK$'000 HK$'000
= (735)
- (40)

= (775)
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DISCONTINUED OPERATIONS (continued)

The results of the discontinued operations for the period

are as follows:

6.

ERIEREXER (F)

XIN CORPORATION LIMITED
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AR ERERB Z2REWT ¢

BENLA=THILAEA
Six months ended

30 September

—EERF —ZLRF
2006 2005
CREER) (REEE%)
(Unaudited) (Unaudited)
FTEx T
HK$'000 HK$'000
Revenue KA - 10,946
Cost of sales 5 B AR - (10,858)
Gross profit EM = 88
Other income and gains HoAth WA R M = 317
Selling and distribution costs HEBRSEMX = (276)
Administrative expenses THEX = (835)
Finance costs & AR = (29)
Loss before tax from discontinued BRI EEBIRBA
operations ZE8 = (735)
Tax HE = -
Loss for the period from FEHE RIS E B
discontinued operations P - (735)
Attributable to: BRAIALER
Equity holders of the Company ARRIERFEA = (375)
Minority interests DER R R = (360)
- (735)
Loss per share from discontinued BRIEEEEB 2
operations: FRER :
- Basic —HAK - (HKO.5 cent& 1)
- Diluted —#E - N/AT i A
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DISCONTINUED OPERATIONS (continued) 6. BRIEEREER (&)
The net assets of GY Group at the date of disposal were as REEBH  REEEZEEFBEN
follows: I
—EEEREF
NA=+-—H
31 August 2005
(REER)
(Unaudited)
TR
HK$'000
Net assets disposed of BEREZEEFE 2,955
Disinvestment of minority interests in subsidiaries WELDERARZRAHMBRRIZIRE 1,552
Loss on disposal HERERE (40)
Total consideration, satisfied by cash BRE  UREIH 4,467
Net cash inflow arising on disposal: HEFEEZRERAFE
Cash consideration BeRE 4,467
Cash and bank balances disposed of BEHEZR S RRTEH (1,860)
Total consideration, satisfied by cash BRE  UREIH 2,607

The net cash flows incurred by the discontinued operations

are as follows:

ERIECEEBEEAZRESREF
ECR/ N

BEANAZ+HLERER
Six months ended
30 September

Net operating cash outflow RERE R FH

ZEERF —ETRF
2006 2005
(REBER) (RiEgE®R)
(Unaudited) (Unaudited)
FTET FET
HK$'000 HK$'000

- 5,696

RS
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LOSS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY
HOLDERS OF THE COMPANY

The calculation of basic loss per share amounts is based on
the unaudited net loss for the period attributable to equity
holders of the Company for the six months ended 30
September 2006 of HK$2,186,000 (Six months ended 30
September 2005: HK$6,281,000) and 82,704,014 (Six
months ended 30 September 2005: 82,704,014) ordinary

shares in issue during the period.

Diluted loss per share amounts for the six months ended
30 September 2006 and 2005 have not been disclosed as
the convertible note and share options outstanding during
the period had anti-dilutive effect on the basic loss per

share for both periods.

DIVIDEND

The directors do not recommend the payment of any interim
dividend for the six months ended 30 September 2006
(Six months ended 30 September 2005: Nil).
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ACCOUNTS RECEIVABLE

The Group's trading terms with its customers are mainly
on credit, except for new customers, where payment in
advance is normally required. The credit period is
generally for a period of one month, extending up to
three to six months for major customers. Each customer
has a maximum credit limit. Overdue balances are
reviewed regularly by senior management. Accounts
receivable are non-interest bearing. The carrying
amounts of the accounts receivable approximate to their

fair values.

An aged analysis of the accounts receivable at the
balance sheet date, based on invoice date, and net of

allowances, is as follows:

Within 30 days 30HA

31 to 60 days 31260H
61 to 90 days 61£290H
91 to 180 days 91£180H

Over 180 days H#iB180H

EZ -1/ S =~ S =
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JE U BR X

BREEP —MRBEEMNKEIN - AKF
BEAEFZESHERUNEERE
EFEEH-—RAH-—ER mMEEEPF
At ==X A  -BuTEF,H
REESEERE =REEESE
Hite 5t e B A A o B URBR R0 B EE
B BUERRZERMERLQAFEE
GRS

REEEB - ZEZABMBRRIE
BiER 2 ERWERTIRE DT ¢

—2ERE ZETREF
AA=+H =RA=+—H
30 September 31 March
2006 2006
(REER) (&)
(Unaudited) (Audited)
FTET FET
HK$'000 HK$'000
15,291 13,138
13,104 10,629
14,377 13,083
18,886 17,046
3,191 3,795

64,849 57,691

XIN CORPORATION LIMITED
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11.

ACCOUNTS PAYABLE

10. ENER

An aged analysis of the accounts payable at the balance RNeEEH - R ZEQHENER
sheet date, based on invoice date, is as follows: B ST

—EBERE —EERF

AB=+H “A=+—H

30 September 31 March

2006 2006

AEER) (B &%)

(Unaudlted) (Audited)

FER FET

HK$'000 HK$'000

Within 30 days 30HA 9,977 6,848

31 to 60 days 31260H 4,449 2,868

61 to 90 days 612 90H 426 372

91 to 180 days 91£180H 222 591

Over 180 days i 180H 2,554 2,246

17,628 12,925

BRI G B R — RN 60B M4
R BNERZEAEREATEE

The accounts payable are non-interest bearing and are

normally settled on 60 day terms. The carrying amounts of

the accounts payable approximate to their fair values. A
INTEREST-BEARING BANK AND OTHER BORROWINGS 1. FERITERREMER
— 7 = /\ﬂf :g = / $
AB=+H —A=+—H
30 September 31 March
2006 2006
L YiES (REER) (&%)
Effective (Unaudited) (Audited)
interest EH#A FET FAT
rate Maturity HK$'000 HK$'000
RITER (FEA) —F
Bank loans — secured 6.1% 1 year 12,260 15,884
HMER (EmKH) —F
Other loan - unsecured 4.0% 1 year - 2,000
12,260 17,884

All the interest-bearing bank and other borrowings bear

interest at fixed rates. The carrying amounts of the Group's

borrowings approximate to their fair values.

FFRRITERREME
EMEEFR - AEE]
HRAFEEMBSE -

REEH LA
K2 BR M {8 &



12.

13.

14.

LOAN FROM A MINORITY SHAREHOLDER

The loan was advanced by a minority shareholder of a
subsidiary of the Group operates in Singapore. The loan is
unsecured and interest-free. Pursuant to the shareholders’
agreement entered into between the Group and the minority
shareholder of the subsidiary, the minority shareholder has
agreed not to demand the repayment of the loan until the
subsidiary has the ability to do so and has obtained prior
consent from the Group for the repayment of the loan. The
carrying amount of the loan from the minority shareholder

approximates to the fair value.

DUE TO A MINORITY SHAREHOLDER

The amount due to a minority shareholder is unsecured,
interest-free and has no fixed terms of repayment. The
carrying amount of the amount due to a minority shareholder

approximates to the fair value.

CONVERTIBLE NOTE

On 30 March 2006, the Company issued a convertible
note in the principle amount of HK$37,000,000 (the
“Convertible Note"), as part of the consideration for the
release and discharge of the Group from all of its obligations
and liabilities in respect of a loan advanced by Vision Century
Group Limited (“Vision Century”). Vision Century will have
the right to convert the outstanding principle amount of the
Convertible Note into shares at any time before 29 March
2009 at the initial conversion price of HK$0.205 per
conversion share (subject to adjustments), which was
subsequently adjusted to HK$0.141 per conversion share
as a result of the open offer as set out in note 20. The
Convertible Note carries interest at a rate of 1% per annum,
which is payable semi-annually in arrears on 31 March and

30 September.

The fair value of the liability component was estimated at
the issuance date using an equivalent market interest rate
for a similar bond without a conversion option. The residual
amount is assigned as the equity component and is included

in shareholders’ equity.

12.
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14.
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14.  CONVERTIBLE NOTE (continued) 14, AR ERE (&)
The net proceeds received from the issue of the Convertible KEBEITAIMARER 2 PTG RIEF
Note has been split between the liability and equity ENHABERIRERLD - F15
components, as follows: mR
—ETRE —ETREF
NWB=+H =A=+—H
30 September 31 March
2006 2006
(CREER) (wEZ)
(Unaudited) (Audited)
TR FHET
HK$'000 HK$'000
Liability component at beginning AR,/ REERBZ
of period/year BEHND 26,674 -
Nominal values of the Convertible Note ~ A& Eif /A FE T2
issued in the period/year AMRREEE = 37,000
Equity component B = (10,344)
Interest expenses for the period/year AEE/ AEEZFERX 1,665 18
Repayment of interest expenses made ~ AEif /AFEEE 2
in the period/year FER X (185) -

Liability component at end of period/year AR,/ AEEHE Rz B EHH 28,154 26,674
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15. SHARE CAPITAL 15. il
—EERE —EERF
hB=+H =A=+—H
30 September 31 March
2006 2006
(REER) (EZ)
(Unaudited) (Audited)
TExT FET
HK$'000 HK$'000
Authorised: EERA
10,000,000,000 10,000,000,000/%
(31 March 2006: (CEEAEZA=+—8:
10,000,000,000) 10,000,000,000% )
ordinary shares of BREE
HK$0.01 each 0018 T2 Tk 100,000 100,000
Issued and fully paid: BETREAERA
82,704,014 82,704,014f%
(31 March 2006: (ZZEZXF=ZA=+—A0:
82,704,014) 82,704,014%)
ordinary shares of FkEE
HK$0.01 each 001 Tz Bk 827 827

Pursuant to an ordinary resolution passed at a special general
meeting of the Company held on 26 September 2006, the
Company, on 16 October 2006, effected an open offer
with assured allotment of three offer shares for every one
share of HK$0.01 each held by shareholders as at 26
September 2006 and issued a total of 248,112,042 new
ordinary shares of HK$0.01 each at an issue price of
HK$0.12 per share. Cash proceeds of approximately
HK$29,773,000, before the related expenses, were received
by the Company. The excess of the offer price over the
nominal value of the shares issued amounting to
approximately HK$27,292,000 was credited to the share

premium account.

BERAABDR_TEZNFNLA =T
AERTZBREFIARAE F@BrEd
RBRE ARARZZTEEAFTAT
NABETRAAEE  ER_ZTTRF
NAZ+ A ABRFESHEEREE
0.01 BTz — IR ERFRE =K
BERY - RIEFITEETRI2EBT
ITH 248,112,042 TR EEO0.01
BT ZHEBR - ReMAERIELD
29,773,000/ 7T (Rt B R Z) 2 A
RABWE - FEEBBHDBITRG
MEZ £ 5#27,292,0008 L E 5 A
% 1 % 8 Bk ©
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SHARE OPTIONS

The following share options were outstanding under the
share option scheme during the period:

16.

BN

i IR 1
CARBEBE RS B M RTTEZE

MBI

B
g
Exercisable
period of
share
options

BREZAE
Number of share options
i R R »

SHEENE ZEERE Bl —ZTEXRF BRkRE
R mA—H (f7f2) NRA=+AH R B8
Granted/

At 1 (Exercised) At 30
Name or category April  during the September  Date of grant of
of participant 2006 period 2006 share options*

=

Directors

—EThF

BRBEEE +tA=t+AhHA

Mr. Lo Ming Chi, 800,000 - 800,000 29 July 2005

Charles

—_ETHE

REXEE +tA=t+AhHA
Mr. Yu Wai Man 800,000 - 800,000 29 July 2005
—_ETHF

BEEELE +tA=t+AhHA
Mr. Wilson Ng 800,000 - 800,000 29 July 2005
—ZTRF

B E +A=+AhH
Mr. Ng Wee Keat 800,000 - 800,000 29 July 2005
—TTRF

BEREBALE +A=Z+ANH
Mr. Ng Eng Leng 800,000 - 800,000 29 July 2005

4,000,000 - 4,000,000

—TTRF

Hitlg 8 & +A=Z+AhH

Other employees 800,000 - 800,000 29 July 2005

in aggregate

At

Total: 4,800,000 - 4,800,000

* The share options granted to directors and other
employees are vested upon granted.

o The exercise price of the share options is subject to
adjustments in the case of capitalisation of profit
and reserve, right or bonus issues, consolidation,
subdivision or reduction of the share capital or other
alternative in the capital structure of the Company.

kokk

The price of the Company's shares disclosed as at
the date of the grant of the share options is the
closing price as stated in the daily quotations sheets
issued by The Stock Exchange of Hong Kong Limited
on the trading day immediately prior to the date of
the grant of the options.

ZTTREF
+tA=Zt+hBEZE
—TTLF
+tAZ+/\H
29-07-05 to
28-07-07

—ETHF
+tAZt+hBEZE
e
+tAZ+N\H
29-07-05 to
28-07-07

—ETRF
tAZ+hBEZE
—EELF
+tAZ+N\E
29-07-05 to
28-07-07

ZEERE

29-07-05 to
28-07-07

—EERE
tA=ZthHEZE
ZTTEF
+tA=+N\H
29-07-05 to
28-07-07

—EERE
+tA=-t+hBZ
ZETEF
+tA=+N\H
29-07-05 to
28-07-07

*k

kokk

AN E R B AR

Price of Company's shares***

BRE RN R RN R

TRE" REBRH TREAH
Exercise

price of At grant At exercise

share date of date of

options** options options

BT BT BT

HK$ HK$ HKS$

TER

0.295 0.295 N/A

TEA

0.295 0.295 N/A

TE R

0.295 0.295 N/A

TER

0.295 0.295 N/A

TER

0.295 0.295 N/A

TER

0.295 0.295 N/A

RYTEERHEMEES 2 BIE
REEEREB -

fisd 5k A S R B B SR B AN~ AT
AR SR AR - B A& BFe
PR N = = NN ol
BAZEEE L& - AFR
BZITEEAETHE -

RIBRERLEBPRE AR
AR ERIIBR NN EERR
EELEH - ERXSEES
BBMEXZMAERLFE ZER
MERMAMZKHE -
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16.

SHARE OPTIONS (continued)
At the balance sheet date, the Company had 4,800,000

share options outstanding under the share option scheme.
The exercise in full of the remaining share options would,
under the present capital structure of the Company, result
in the issue of additional 4,800,000 ordinary shares of the
Company and additional share capital of HK$48,000 and
share premium of HK$1,368,000 (before issue expenses).

Subsequent to the balance sheet date, the exercise price of
the share options was adjusted from HK$0.295 to HK$0.230
and the aggregate number of share options was adjusted
from 4,800,000 to 6,144,000 as a result of the open offer
as set out in note 20.

Accordingly, each of the number of share options granted
to Mr. Lo Ming Chi, Charles, Mr. Yu Wai Man, Mr. Wilson Ng,
Mr. Ng Wee Keat and Mr. Ng Eng Leng was adjusted from
800,000 to 1,024,000; and the aggregate number of share
options granted to other employees was adjusted from
800,000 to 1,024,000.
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B RE (E)

REEBR  BREBEXARIAZERES
2] - 157484,800,00015 FITEEEIRAE -
EARRNAIBRBERARET  BEHITE
T 2 Rk MR & B R AN B AT
4,800,000 % A& A 7] 3 3 B% 12 [F] 4 0
7548,0007% 7T K & 15 5 8 (TR BR 31T
F 2 A1) 1,368,000/ 7T °

REEB®EZ BREZITEEDS
0.295F LA EE0.230% T + M RE
2R RAME20 Bz AREE
ifl B9 4,800,0001) # ¥ % 6,144,000

,f/'\ o

it - 2RI TEPEZEE  REX
S EBEBREE EEALEERE
EEBEECEREHEESEH
800,00013 # % %= 1,024,00017 : 1%

FHMEES 2 AL EE F3800,000
3 F# E1,024,0001) °
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17. DEFICITS 17. &5 At
TEREE
RE52EE 8E EX BihE HERR
RitEEE  EAEH ot EtEE  RIEE &  ZRER It Es ait
Equity
component of
Share convertible Asset  Exchange Share
premium ~ Contributed ~ noteand  revaluation fluctuation option  Accumulated Sub- Minority
account surplus bonds reserve reserve reserve losses total interests Total
TEL TEL TEL TEL TEL ThEL THEL TEL TET TET
HK$'000 HK$ 000 HK$ 000 HK 000 HK'000 HK§'000 HK§'000 HK§'000 HK$'000 HK$'000
At 1 Apiil 2006 WZEEREMA-A - 3,085 10344 - 10 457 (16847) (2951) 9,607 6,656
Eichange difference on REBNER BBER
translation of the financial LEREE
statements of foreign entities - - - - 1,133 - - 1133 664 1797
Proft/(Loss) for the period KHEEA/ (58) - - - - - - (2,186) (2,186) 4105 1919
At 30 September 2006 WZEERENAZTE - 3,085* 10344 -* 1,143* 457% (19033 (4004) 14376 10372
At 1 Aprl 2005 ROETEEMA-E 5909 - 517 - - - (mBes)  (301) 2395 (110%)
Eichange diference on REBNER BBER
translation of the financial LERZE
statements of foreign entities - - - - 10 - - 10 - 10
Total income and expense RERERETL
for the year recognised FERMAR
directly in equity EEE - - - - 10 - - 10 - 10
Net profi/(loss) for the year FERER/ (BB 3R - - - - - - (15994)  (1599%) 5,660 (10334)
Totel income and expense FEEHAR
for the year EFE - - - - 10 - (59%)  (15984) 560 (10324)
Capital reduction RalH - 15714 - - - - - 15714 - 15714
Share premium cancellation HERnEE (59,030) 59,030 - - - - - - - -
Elmination of accumulated losses BEERER - (711,659) - - - - 71,659 - - -
Equity setfled share option WEREEL
anangements B - - - - - 466 - 466 - 466
Share options lapsed during the year ~ AFEAXHZERE - - - - - 9) 9 - - -
Disposal of subsidiares HEHBAR - - - - - - - - 1552 1,552
Redemption of convertible bonds ROTERESR - - (517) - - - 517 - - -
Issue of convertible note EITARER - - 10,344 - - - - 10,344 - 10,344
A 31 March 2006 RORTAEIAI-R - 3 1034 -+ 10t s (6F QW1 96w 6,656
* These deficit accounts comprise the consolidated * ZEEBMRFPFBEENERHES
deficits of HK$14,348,000 (31 March 2006: EEBEBEXRZEAE B A
HK$13,295,000) in the condensed consolidated 14,348,000 T (T RNF =
balance sheet. A=+—H8 : 13,295,000/8
TT) e




18.

OPERATING LEASE ARRANGEMENTS

(@

(b)

As lessor

The Group leases its investment properties under
operating lease arrangements, with leases negotiated
for terms of one year.

At 30 September 2006, the Group had total future
minimum lease receivables under non-cancellable
operating leases with its tenant fallings due as
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(a) BHHBASH
AEERBELEHERHES

HiEEWME mMABZERR
—f:ﬁo

RZZETZRNFALA=1TH £&
E R TR E 7 2 A s
KEREAR TIFEHANER 2

follows: RRKEE S RIBAFEOT -
ZEERE —EERF
NA=+H “A=+—H
30 September 31 March
2006 2006
(REER) (EZ)
(Unaudited) (Audited)
FTER FET
HK$'000 HK$'000
Within one year —ER 577 467
As lessee (b) EFE A5 9D
The Group leases certain of its office properties AEBERBERKEHELZHEE

under operating lease arrangements. Leases for the
properties are negotiated for terms of one to two
years.

As at the balance sheet date, the Group had total
future minimum lease payments under non-
cancellable operating leases falling due as follows:

EHETHRIAEME - AZEY
AWMz ERR —EMF -

REER - NEBERET A BEE
KEBRERANTIFBHAINZ
RRZEE S FIRAFENT ¢

—EERE ZETRF

hAA=+H =ZA=+—H

30 September 31 March

2006 2006

(REER) (8E%)

(Unaudited) (Audited)

FTET FET

HK$'000 HK$'000

Within one year —5RN 280 312
In the second to fifth years, FE_ZFEAF

inclusive (BEERME) 243 -

523 312

In addition, pursuant to various agreements entered
into between the Group and an unrelated party in
Mainland China, the Group is required to pay annual
fee of HK$118,000 in respect of several land use
rights classified as prepaid land lease payments of
the Group in Mainland China, with a carrying value
of HK$26,860,000 at 30 September 2006,
commencing from calendar year 2008 up to calendar
year 2048 with a 20% increment for every five years.

AN - IRIBFEASEEE AP R A 2 —F
mEBEBALTE E2ZEME - AEE
A BN 2 B 1E R B A b 2 % T8 + b (s
B (pEATFEM LA ERE) X
FH118,00087C - BELHRN —-ZTZ
NEALA=Z+BHBZE®EME-BS
26,860,000/8 7T * MM T T N\F
BE_ZON\FIL  FRFHAEEMN
2009 ©
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19.

Gl

RELATED PARTY TRANSACTIONS

@

®)

©

On 12 May 2005, Gadgets Yard entered into a loan
agreement with one of its director for a loan facility
of HK$10,000,000. During the six months ended
30 September 2005, Gadgets Yard has drawn down
HK$4,650,000 for its operation. In August 2005,
Gadgets Yard and its subsidiary, as further set out in
note 6, were disposed of to an unrelated third party
of the Group.

Pursuant to a shareholders’ agreement entered with
the Group on 20 December 2003, a minority
shareholder of Gadgets Yard advanced
HK$5,880,000 to Gadgets Yard as its initial working
capital. The advance was unsecured and interest-
free. In August 2005, Gadget Yard and its subsidiary,
as further set out in note 6, were disposed of to an
unrelated third party by the Group.

On 20 February 2004, the Group entered into a
shareholders’ agreement (the “Xin Procurement
Agreement”) with Huang & Co (Singapore) Pte. Ltd.
("HCSPL"), a company incorporated in Singapore with
limited liability, to form Xin Procurement & Trading
Pte. Ltd. (“Xin Procurement”) in Singapore with
limited liability. HCSPL is wholly-owned by New
Century International Pte. Ltd. ("New Century”), a
company incorporated in Singapore with limited
liability. New Century is in turn wholly-owned by the
parents of Mr. Wilson Ng and Mr. Ng Wee Keat, both
of whom are executive directors of the Company
and also directors of HCSPL. Pursuant to the Xin
Procurement Agreement, the Group and HCSPL
owned 51% and 49% of equity interests in Xin
Procurement, respectively. On 20 February 2004,
Xin Procurement entered into a supply agreement
(the "Supply Agreement”) with HCSPL whereby Xin
Procurement was appointed as a supplier of HCSPL
for the supply of certain office equipment and office
supplies, machinery, machinery parts, lubricating oil
and bunkerage for vessels. By virtue of the interests
of the parents of Mr. Wilson Ng and Mr. Ng Wee
Keat in HCSPL, the formation of Xin Procurement
and the transactions contemplated under the Supply
Agreement constitute connected transactions and
continuing connected transactions of the Company
under Chapter 14A of the Listing Rules. These
connected transactions were approved by the
Company’s shareholders on a special general
meeting held on 29 March 2004. Further details of
the above transactions were set out in the Company's
circular dated 12 March 2004. During the period,
Xin Procurement made sales to HCSPL amounting
to HK$1,561,000 (Six months ended 30 September
2005: HK$8,338,000).

19.

BEREALTRS
(d) W-ZEZTRFHRA+=—H " &

(®)

©

gt — 2B E & 10,000,000
BrEHE - UBEIY—MNE
s - HE_ZEZERENA
*+E|¢/\1IHW'}J$§<E?JE
H 2 & T & 2 8L 4,650,00008
7T Wfigéﬁij\ﬂ Bk an
MEEepT# — PR - JRERHE
MEBAREAERELE T &R
BZE=F e

BEAEER_ZZT ¢+_
A= +E| T_LZHxiTﬁJu%éz

gy — %&Hx%ﬁﬁ%@ﬁ
5,880000,%75 TEREYIHE
BES c REREKFE LR
Be-R_ZEZTHFENA - #H
MisEeFTH#E — bR ut - RERE
Mﬂ*“wﬁﬁﬂﬂﬁ%%ﬂﬂﬂ

RZZTZEWF_A=-_+H =K
£ B B — R TE BT NS AR R AR
Z BB 2AAHuang & Co

(Singapore) Pte. Ltd. ([HCSPLJ)
M — R E B E (] Xin
Procurementi#akl) + A3 —
RET MM 2 BR A A
— Xin Procurement & Trading
Pte. Ltd. ([ Xin
Procurement])) ¢ HCSPLJY F§ —
HEFHMEFMELZBRA
A]New Century International
Pte. Ltd. ([New Century]) & &
%A - New Century JhH =& 5%
SEREREAELE (WUH AKX
NAEZHMITESE RHCSPLZ &
BIZ2RE2EHSR - RBIEXn
Procurementt s -+ 7~ % & =
HCSPL®S R # A Xin
ProcurementZ 510% K 49% A% 7
Bm e RZZTEZWMF_A=-+
H  Xin ProcurementfﬁAHCSPLET
M EmE ([H#ER
E DR 3= A HCSPLE#?E
BHCSPLEEE THAZTRE X
WAERM - HERFEEEA
B  HETH - B R
Btz HtpEr - RBIZE EMARAE
T4AE - EREERETERERE
B A 2 R B FAHCSPLZ #E %S
EJZEZXin Procurement&ﬁlﬁ%ﬁ%
BBMETIZXIZEREAA

Eak LS RFFBERER % ° a%
EHMERSTHEARATRRER
—ZEENF=ZA =+ B ET

ZBRERFHNREG LEFSHE -
Lz 528 —FHBHEHN

EZNEFE=Z/A+_BZARFT
B oA o A Xin
Procurement@ HCSPLZ 5 & A&
1,561,000 0 (HE_ZFTFTH
F N A=+ 8 1t~ EA
8,338,000/8 L) °



19.

RELATED PARTY TRANSACTIONS (continued)

(d)

®

®

(®

Sale of office equipment and office supplies were
made at the price equivalent to 10/9 times the cost
incurred by the Group. Sale of machinery, parts,
stores for the upkeeping of vessels, necessary victuals
for the crew, lubricating oil and bunkerage for the
operation of the vessels and appointment of
surveyors and technical consultants for the vessels
were made at the price equivalent to 100/98 times

the cost incurred by the Group.

Pursuant to the Xin Procurement Agreement, HCSPL
advanced HK$1,201,000 to Xin Procurement as the
initial working capital. The terms of the advance are

set out in note 13.

During the period, HCSPL made further advances of
HK$1,980,000 (Six months ended 30 September
2005: HK$966,000) to Xin Procurement. At 30
September 2006, the outstanding balance owed by
Xin Procurement to HCSPL amounted to
HK$29,175,000 (31 March 2006: HK$25,704,000)
which is unsecured, interest-free and have no fixed

terms of repayment.

Huang Worldwide Holding Limited, the immediate
holding company of Vision Century, has undertaken
to the Company, to provide continuing financial
support to the Group so as to enable the Group to
continue its day-to-day operations as a viable going
concern notwithstanding any present or future
financial difficulties experienced by the Group up to
31 October 2007.

During the period,
HK$294,000 (Six months ended 30 September
2005: HK$276,000) was charged by HCSPL in

respect of certain administrative services rendered

a management fee of

to the Group. The management fee was determined
between the Group and HCSPL.
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100/98fF -

IR ¥& Xin Procurementi® #% -
HCSPL#: 1,201,000/ 7T F Xin
ProcurementfE /& ¥) B & & &
A o BRZAGRERMIFE1Z 0

HI " - HCSPL#E — # #8
1,980,000 T (A E —_FF 1
FhAhA=+81LEEXEA

966,000# JTt ) T Xin
Procurement e A —ZEZXF 1L
A=+8

* Xin Procurement#h

R HCSPLZ iH & 18 % 4 & =
29,175,000 L (Z 2T RNF =

A=+ —H :25,704,000/%
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REEFEERE -

Vision Century,Z B # 1% & A &
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19.  RELATED PARTY TRANSACTIONS (continued) 19. BEBEEALRS (&)

(h)  During the period, the Group purchased from HCSPL hy HBHRN KXEBRKKEMR
certain office equipment and office supplies, HCSPLH& & 1,099,000 jT 2 &
machinery, machinery parts, lubricating oil and THOAERERBRAER®D -
bunkerage of HK$1,099,000 at cost. MBS - HEZT M MO &R

e

0) During the six months ended 30 September 2005, ) HE_ZZRFNAA=1THL
the Group purchased from Huang Procurement Pte. JNAE A A - AN & B | HCSPL
Ltd., a wholly-owned subsidiary of HCSPL, certain Z &= B MW B A 7 Huang
office equipment and office supplies, machinery, Procurement Pte. Ltd. &2k A< B
machinery parts, lubricating oil and bunkerage of fE538,0008 T2 HRERE
HK$538,000 at cost. MM AERM A BET

PE M B o

0) During the period, Huang Procurement Sdn. Bhd. ©) BB - HCSPLZ i 2 &M B A
("Huang Procurement”) an indirect wholly-owned AlHuang Procurement Sdn.
subsidiary of HCSPL paid HK$17,732,000 (Six Bhd. ([Huang Procurement]) ft
months ended 30 September 2005: RAEBREBERLNERE
HK$12,815,000) to certain of the Group's suppliers M AZERM - s HET
on behalf of the Group in respect of its purchases o ol kR OB XM
of office equipment and office supplies, machinery, 17,732,000 C (B 2= TH
machinery parts, lubricants and bunkerage. At 30 FAA=Z+HIEXRMEA
September 2006, the outstanding balance owed by 12,815,000 70) PALEEZE T
Xin Procurement to Huang Procurement amounted HER  R-ZZTZRENLA=
to HK$83,000 (31 March 2006: HK$543,000) which + B : Xin Procurement#s X
is unsecured, interest-free and have no fixed terms Huang ProcurementZ & 7 3z -
of repayment. 4 E2ES3,0008 L (Z T T RNF

=Z=A=+—H : 5430008
JL) o REFATEER - 28
REEEERS -
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21.

POST BALANCE SHEET EVENTS

On 16 October 2006, the Company effected an open offer
with assured allotment of three offer shares for every share
of HK$0.01 each held by shareholders as at 26 September
2006. The open offer resulted in the issue of 248,112,042
new ordinary shares of HK$0.01 each in the Company at a
price of HK$0.12 per share. Cash proceeds of approximately
HK$29,773,000, before the related expenses, were received
by the Company. As a result of the open offer, the conversion
price of the Convertible Note was adjusted (note 14). In
addition, pursuant to the terms of the share option scheme,
the exercise price and the aggregate number of the share

options were adjusted (note 16).

On 22 November 2006, the Group entered into a conditional
sale and purchase agreement to acquire from HCSPL (i) a
249% equity interest in the entire issued share capital of Xin
Procurement (the “Sale Shares”); and (ii) the rights of and
benefit in a loan of S$120,000 (equivalent to HK$600,000)
advanced from HCSPL to Xin Procurement, representing 24%
of the total principal amount of the shareholders’ loans in
Xin Procurement (the “Sale Loan”) at an aggregate
consideration of HK$7,126,560. The consideration is to be
satisfied by the Company to issue a convertible note of
HK$7,126,560 on completion. The convertible note carries
interest at a rate of 1% per annum and will mature on the
date preceding the third anniversary of the date of its issue,
the initial conversion price will be HK$0.170. The transactions
under the agreement, including the issue of the convertible
note, constitute a very substantial acquisition and a
connected transaction of the Company under the Listing
Rules and are subject to the approval of the independent
shareholders in a general meeting of the Company. For
details, please refer to the Company’s announcement dated
24 November 2006.

APPROVAL OF THE INTERIM FINANCIAL STATEMENTS

The unaudited condensed consolidated interim financial
statements were approved and authorised for issue by the
board of directors on 27 December 2006.
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