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FINANCIAL REVIEW

Liquidity, capital structure and financial resources

The Group has consistently maintained sufficient working
capital. As at 31 December 2006, the Group had current
assets of HK$652,181,000 (2005: HK$521,881,000), including
cash and bank balances and time deposits in an aggregate of
HK$176,138,000 (2005: HK$130,078,000). The Group's
current liabilities as at 31 December 2006 were
HK$479,405,000 (2005: HK$435,941,000).

In March 2006, the Company issued 268,500,000 new shares
at HK$0.115 per share. In August 2006, the Company
repurchased on The Stock Exchange of Hong Kong Limited a
total of 24,678,000 shares of the Company at prices ranged
from HK$0.092 to HK$0.099 per share. The aggregate
consideration paid for these shares amounted to approximately
HK$2,402,000. All the relevant share certificates in respect
of the repurchased shares had been duly cancelled and
destroyed.

As at 31 December 2006, the Group’s equity attributable to
equity holders of the parent amounted to HK$591,724,000
(2005: HK$471,851,000), comprising issued capital of
HK$398,530,000 (2005: HK$374,148,000) and reserves of
HK$193,194,000 (2005: HK$97,702,000). The Group’'s
outstanding bank borrowing as at 31 December 2006
amounted to HK$167,614,000 (2005: HK$156,342,000). The
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Group's gearing ratio, calculated on the basis of total
borrowings as a percentage of equity attributable to equity
holders of the parent, was 28% (2005: 33%).

The Group’s banking facilities are mainly utilised for the issue
of documentary credits for purchase of materials, for the
issue of bid bonds and performance guarantees in accordance
with contractual terms, and for capital expenditure and general
working capital requirements.

Charges on the Group’s assets

Details of the charges on the Group’s assets are set out in
note 31 to the financial statements.

Exposure to fluctuations in exchange rates

The Group’s monetary assets, liabilities and transactions are
principally denominated in Hong Kong dollars, Renminbi or
United States dollars. No significant exposure to fluctuations
in exchange rates exists. The Group will continue to monitor
the movement in exchange rates and take necessary measures
if the situations so justify so as to minimise any adverse impact
that fluctuations of exchange rates might have on the Group.

MATERIAL ACQUISITIONS AND DISPOSALS

On 4 January 2006, Sino-Aviation Investments Limited (“Sino-
Aviation Investments”), a wholly-owned subsidiary of the
Company, entered into a joint venture agreement (“JV
Agreement”) with China National Aero-Technology Import &
Export Corporation ("CATIC"), the Company’s ultimate holding
company, and Chengdu Aircraft Industry (Group) Corporation
Ltd. (“Chengdu Aircraft”), for the establishment of a joint
venture to engage in the research and development, design
and manufacture of, and provision of technical services for,
parts and components for commercial aircraft. According to
the JV Agreement, the total registered capital of the joint
venture will be RMB100 million (equivalent to approximately
HK$100 million), of which 40%, 15% and 45% respectively,
will be contributed by Sino-Aviation Investments, CATIC and
Chengdu Aircraft. The JV Agreement is conditional upon, (i)
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internal approval obtained by each of the three parties; and
(ii) the approvals from the relevant PRC authorities. As at 31
December 2006, the JV Agreement was not effective as the
conditions stated above have not been fulfilled.

On 10 July 2006, Billirich Investment Limited, a wholly-owned
subsidiary of the Company, entered into a subscription
agreement with Sino Gas Group Limited (”“Sino Gas”) to
subscribe for 25,000,000 new ordinary shares of Sino Gas at
a subscription price of HK$0.53 per share for a total cash
consideration of HK$13,250,000. Together with other
subscription agreements entered into by Sino Gas, Sino Gas
agreed to issue and allot an aggregate of 165,000,000
ordinary shares at the subscription price of HK$0.53 per share.
The aforesaid subscriptions were completed in August 2006
and the Group's interest in Sino Gas was diluted from 20.93%
to 20.27% accordingly.

Saved as disclosed above, the Group had no other material
acquisitions or disposals during the year.

CONTINGENT LIABILITIES

Details of the significant contingent liabilities of the Group
are set out in note 39 to the financial statements.

EMPLOYEES AND REMUNERATION POLICY

As at 31 December 2006, there were 1,409 (2005: 1,552)
employees in the Group. Staff remuneration packages are
determined in consideration of market conditions and the
performance of the individuals concerned, and are subject to
review from time to time. The Group also provides other staff
benefits including medical insurance and grants discretionary
incentive bonuses and share options to eligible staff based
on their performance and contributions to the Group.
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