SAFETY GODOWN COMPANY, LIMITED
(Incorporated in Hong Kong with limited liability)
(Stock Code: 237)

ANNUAL RESULTS ANNOUNCEMENT – 2005/2006
The Board of Directors of Safety Godown Company, Limited (the “Company”) are pleased to announce that the audited
results of the Company and its subsidiaries (the “Group”) for the year ended 31 March 2006 are as follows:

(b)

CONSOLIDATED INCOME STATEMENT
For the year ended 31 March 2006
Notes

Revenue
Other income
Increase in fair value of investment properties
Increase in fair value of investments held for trading
Unrealised holding gain on listed trading securities
Cost of investments held for trading sold
Cost of listed trading securities sold
Staff costs
Depreciation and amortisation
Other expenses
Finance costs

4

Profit before taxation
Taxation

5
6

Profit for the year attributable to shareholders
Dividends
Paid

142,402
1,281
133,600
4,940
–
(45,824 )
–
(19,868 )
(3,955 )
(11,410 )
(134 )

2005
HK$’000
(restated)
123,687
1,369
90,400
–
4,019
–
(31,906)
(19,360)
(4,010 )
(19,015)
(242)

201,032
(33,605 )

144,942
(26,025)

167,427

118,917

2006
HK$’000

7

Proposed
Earnings per share – Basic

Total effects on assets and
liabilities

17,550

CURRENT LIABILITIES
Other payables
Provision for legal claims
Tax payable
Bank loan
NET CURRENT ASSETS

NON-CURRENT LIABILITIES
Deferred tax liabilities
Provision for long service payments

2.

3.

Increase in profit for the year

61,004

Retained profits
Investment property revaluation
reserve

553,387

–

286,949

(49,932)

790,404

–

790,404

286,949

–

(286,949)

Total effects on equity

840,336

–

–

–
(49,932)

–

–

–

790,404

–

790,404

The effects on the Group’s equity at 1 April 2004 are that investment property revaluation reserve decreased by
HK$196,549,000, and retained profits increased by HK$163,639,000.
SEGMENT INFORMATION
For management purposes, the Group is currently organised into three operating divisions-godown operations, property investment and
treasury investment. These divisions are the basis on which the Group reports its primary segment information.
Principal activities are as follows:
Godown operations – Operation of godown
Property investment – Leasing of investment properties
Treasury investment – Securities trading and investment
Segment information about these businesses is presented below:
For the year ended 31 March 2006
Godown
Property
Treasury
operations
investment
investment
Eliminations
Consolidated
HK$’000
HK$’000
HK$’000
HK$’000
HK$’000
Revenue
External income
30,769
51,816
59,817
–
142,402
Inter-segment income
–
5,676
–
(5,676)
–

Note

2006
HK$’000

2005
HK$’000
(restated)

1,047,000
18,408
21,716
–
69,189

913,400
21,119
22,157
46,408
–

1,156,313

1,003,084

441
–
24,673
14,811
69
–
75,842

441
37,249
–
8,986
–
20,000
29,282

Profit before taxation
Taxation

201,032
(33,605)

Profit for the year attributable to shareholders

167,427

115,836

95,958

26,359
9,672
2,449
–

25,011
13,679
2,097
20,000

38,480

60,787

77,356

35,171
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Total

135,000
1,001,873

135,000
834,165

1,136,873

969,165

94,825
1,971

66,370
2,720

96,796

69,090

1,233,669

1,038,255

110,220

73,378

2006
HK$’000
133,600
(23,380)

2005
HK$’000
90,400
(17,022)

110,220

73,378

57,492

59,817

Inter-segment income is charged by reference to prevailing market rates.
Segment result
12,514
177,267

30,769

17,802

(5,676)
–

Unallocated corporate expenses
Finance costs

142,402
207,583
(6,417)
(134)

For the year ended 31 March 2005 (restated)
Godown
operations
HK$’000

Property
investment
HK$’000

Treasury
investment
HK$’000

Revenue
External income
Inter-segment income

30,944
–

50,520
5,676

42,223
–

–
(5,676)

123,687
–

Total

30,944

56,196

42,223

(5,676)

123,687

Inter-segment income is charged by reference to prevailing market rates.
Segment result
12,266
124,592

14,061

Eliminations
HK$’000

–

Unallocated corporate expenses
Finance costs

1,038,255

Analysis by line items presented according to their nature:

Increase in fair value of investment properties
Increase in taxation

–

9,450

BASIS OF PREPARATION
The f inancial statements have been prepared on the historical cost basis except for certain properties and financial instruments, which
are measured at fair values, as explained in the accounting policies set out below.
The f inancial statements have been prepared in accordance with Hong Kong Financial Reporting Standards (“HKFRSs”) issued by the
Hong Kong Institute of Certif ied Public Accountants (“HKICPA”). In addition, the financial statements include applicable disclosures
required by the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) and
by the Hong Kong Companies Ordinance.
APPLICATION OF NEW HONG KONG FINANCIAL REPORTING STANDARDS/CHANGES IN ACCOUNTING
POLICIES
In the current year, the Group and the Company has applied, for the first time, a number of new HKFRSs, Hong Kong Accounting
Standards (“HKASs”) and Interpretations (“INTs”) (hereinafter collectively referred to as “new HKFRSs”) issued by the HKICPA that
are effective for accounting periods beginning on or after 1 January 2005. The adoption of the new HKFRSs has resulted in changes to
the Group’s and the Company’s accounting policies in the following areas that have an effect on how the results for the current or prior
accounting periods are prepared and presented.
Owner-occupied leasehold interests in land
In previous years, owner-occupied leasehold land and buildings were included in property, plant and equipment and measured using
the cost model. In the cur rent year, the Group has applied HKAS 17 “Leases”. Under HKAS 17, the land and buildings elements of a
lease of land and buildings are considered separately for the purposes of lease classification, unless the lease payments cannot be
allocated reliably between the land and buildings elements, in which case, the entire lease is generally treated as a finance lease. To the
extent that the allocation of the lease payments between the land and buildings elements can be made reliably, the leasehold interests in
land are reclassified to prepaid lease payments under operating leases, which are carried at cost and amortised over the lease term on a
straight-line basis. The change in accounting policy has been applied retrospectively and comparative figures have been restated (see
Note 3 for the financial impact). Alternatively, where the allocation between the land and buildings elements cannot be made reliably,
the leasehold interests in land continue to be accounted for as property, plant and equipment.
Investment properties
In the current year, the Group has applied HKAS 40 “Investment Property”. The Group has elected to use the fair value model to
account for its investment properties which requires gains or losses arising from changes in the fair value of investment properties to be
recognised directly in profit or loss for the year in which they arise. In previous years, investment properties under the predecessor
standard were measured at open market values, with revaluation surplus or deficit credited or charged to investment property
revaluation reserve unless the balance on this reserve was insufficient to cover a revaluation decrease, in which case the excess of the
revaluation decrease over the balance on the investment property revaluation reserve was charged to the income statement. Where a
decrease had previously been charged to the income statement and a revaluation surplus subsequently arose, that increase was credited
to the income statement to the extent of the decrease previously charged. The Group has applied the relevant transitional provisions in
HKAS 40 and elected to apply HKAS 40 retrospectively. Comparative figures have been restated (see Note 3 for the financial impact).
Deferred taxes related to investment properties
In previous years, deferred tax consequences in respect of revalued investment properties were assessed on the basis of the tax
consequences that would follow from recovery of the carrying amount of the properties through sale in accordance with the
predecessor interpretation. In the current year, the Group has applied HK(SIC) Interpretation 21 (“HK(SIC)-INT 21”) “Income Taxes –
Recovery of Revalued Non-Depreciable Assets” which removes the presumption that the car rying amounts of investment properties are
to be recovered through sale. Therefore, the deferred tax consequences of the investment properties are now assessed on the basis that
reflect the tax consequences that would follow from the manner in which the Group expects to recover the property at each balance
sheet date. In the absence of any specific transitional provisions in HK(SIC)-INT 21, this change in accounting policy has been applied
retrospectively. Comparative figures have been restated (see Note 3 for the financial impact).
Financial instruments
In the cur rent year, the Group and the Company has applied HKAS 32 “Financial Instruments: Disclosure and Presentation” and
HKAS 39 “Financial Instruments: Recognition and Measurement”. HKAS 32 requires retrospective application. HKAS 39, which is
effective for accounting periods beginning on or after 1 January 2005, generally does not permit the recognition, derecognition or
measurement of financial assets and liabilities on a retrospective basis. The application of HKAS 32 has had no material impact on
how f inancial instruments of the Group and the Company are presented in the financial statements for cur rent and prior accounting
years. The Group has applied the relevant transitional provisions in HKAS 39 with respect to classification and measurement of
f inancial assets that are within the scope of HKAS 39 and the principal effects are summarised below:
Classification and measurement of financial assets and financial liabilities
By 31 March 2005, the Group and the Company classified and measured its investments in equity securities in accordance with the
alternative treatment of Statement of Standard Accounting Practice 24 (“SSAP 24”) “Accounting for Investments in Securities”. Under
SSAP 24, the Group’s and the Company’s investments in equity securities are classified as “trading securities” or “non-trading
securities” as appropriate. Both “trading securities” and “non-trading securities” are measured at fair value. Unrealised gains or losses
of “trading securities” are reported in the profit or loss for the year in which gains or losses arise. Unrealised gains or losses of “nontrading securities” are reported in equity until the securities are sold or determined to be impaired, at which time the cumulative gain or
loss previously recognised in equity is included in profit and loss for that year. From 1 April 2005 onwards, the Group and the
Company classified and measured its “investments in non-trading securities” and “investments in trading securities” as “available-forsale investments” and “investments held for trading”, respectively in accordance with the transitional provisions of HKAS 39.
“Available-for-sale investments” and “investments held for trading” are carried at fair value, with changes in fair values recognised in
equity and profit and loss, respectively. This change in accounting policy has had no effect on the results for the current and prior
accounting years.
Newly issued standards or interpretations but not yet effective
At the date of authorisation of these f inancial statements, the Group and the Company have not early applied the following new
standards, amendments and interpretations that have been issued but are not yet effective. The directors of the Company anticipate that
the application of these standards, amendments or interpretations will have no material impact on the financial statements of the Group
and the Company.
HKAS 1 (Amendment)
Capital disclosures 1
HKAS 19 (Amendment)
Actuarial gains and losses, group plans and disclosures2
HKAS 21 (Amendment)
Net investment in a foreign operation2
HKAS 39 (Amendment)
Cash flow hedge accounting of forecast intragroup transactions2
HKAS 39 (Amendment)
The fair value option 2
HKAS 39 & HKFRS 4
Financial guarantee contracts2
(Amendments)
HKFRS 6
Exploration for and evaluation of mineral resources2
HKFRS 7
Financial instruments: Disclosures1
HK(IFRIC)-INT 4
Determining whether an arrangement contains a lease2
HK(IFRIC)-INT 5
Rights to interests arising from decommissioning, restoration and environmental rehabilitation funds2
HK(IFRIC)-INT 6
Liabilities arising from participating in a specific market – waste electrical and electronic equipment 3
HK(IFRIC)-INT 7
Applying the restatement approach under HKAS 29 Financial Reporting in Hyperinflationary
Economies4
HK(IFRIC)-INT 8
Scope of HKFRS 25
HK(IFRIC)-INT 9
Reassessment of embedded derivatives6
1
Effective for annual periods beginning on or after 1 January 2007.
2
Effective for annual periods beginning on or after 1 January 2006.
3
Effective for annual periods beginning on or after 1 December 2005.
4
Effective for annual periods beginning on or after 1 March 2006.
5
Effective for annual periods beginning on or after 1 May 2006.
6
Effective for annual periods beginning on or after 1 June 2006.
SUMMARY OF THE EFFECTS OF THE CHANGES IN ACCOUNTING POLICIES
The effects of the changes in the accounting policies described in note 2 are summarised as follows:
(a)
Effect on the Group’s results for the current and prior years:
2006
2005
HK$’000
HK$’000
Increase in fair value of investment properties
133,600
90,400
Increase in deferred tax relating to investment properties
(23,380)
(17,022)
Increase in profit for the year

61,004

HK$0.88

5.

144,942
(26,025)

Profit for the year attributable to shareholders

118,917

PROFIT BEFORE TAXATION

Net rental income
Dividend income from listed securities
– Available-for-sale investments/investments in non-trading securities
– Investments held for trading/investments in trading securities
Gain on disposal of listed trading securities
Interest income

Deferred taxation

Dividends proposed:
Final dividend – HK7 cents (2005: HK7 cents) per ordinary share
Special dividend – HK2 cents (2005: NIL) per ordinary share

450
50,520

(4,520)

(3,060)

47,296

47,460

1,605
799
9,761
1,828

1,531
679
7,985
122

2006
HK$’000

2005
HK$’000
(restated)

5,747
(597)

5,219
(504)

5,150
28,455

4,715
21,310

33,605

26,025

2006
HK$’000

2005
HK$’000

9,450

9,450

9,450

–

–

8,100

18,900

17,550

9,450
2,700

9,450
–

12,150

9,450

1.24

No diluted earnings per share has been presented as there were no dilutive potential ordinary shares in issue in both years.
TRADE AND OTHER RECEIVABLES
The Group has a policy of allowing credit period of 60 days to its trade customers.
An aged analysis of trade customers of the Group is as follows:
2006
HK$’000
Trade receivables
Within 60 days
4,777
61-90 days
708
Over 90 days
183
Other receivables

The Group’s profit before tax for the year amounted to HK$201 million. This represents an increase of 38.7% over the
figure of HK$144.9 million recorded last year.
Godown operation
After a significant growth of 11.9% in turnover last year, the Group’s revenue generated from the godown business was
virtually unchanged at HK$30.8 million this year (2005: HK$30.9 million). During the year, the average occupancy
rates for godowns were continuously kept a high level. Operating profit from godown business improved by 2% to
HK$12.5 million (2005: HK$12.3 million). The stable godown’s performance was maintained during the year.
The turnover of the Group’s property rental for the year was HK$51.8 million (2005: HK$50.5 million), an increase of
2.6% compared with last year. The increase in rental income was mainly due to the steady occupancy rate and the slight
increase in rental rates reported in Lu Plaza this year. At the balance sheet date, the Group recorded an increase in fair
value of the investment property of HK$133.6 million (2005: HK$90.4 million) based on professional valuation in the
income statement. The profit from property investment rose by 42.3% to HK$177.3 million this year (2005: HK$124.6
million). Excluding the unrealised profit from the revaluation of investment properties and other non-recurrent
expenses or income, profit grew slightly. The segment continues to generate a steady source of income to the Group.
The Group’s existing investment properties comprise mainly commercial office, industrial and godown premises. As at
31 March 2006, the carrying value of the investment properties amounted to HK$1,047 million (31/3/2005: HK$913.4
million). All the investment properties are located in Hong Kong.
Treasury investment
Following a strong performance in treasury investment in 2005, the treasury investment continued to performed well
and made a significant contribution to the Group’s income during the year. Prof it from trading securities this year
registered at HK$17.8 million, an increase of profit of 26.6% against last year’s profit on trading securities of HK$14.1
million. The turnover in trading securities investment totalled HK$59.8 million (2005: HK$42.2 million).
The investment objective of the Group is to preserve the Group’s capital while ensuring a return on capital over a period
of time. The Group has formulated and followed disciplined investment guidelines and policies for treasury
investments.
Total securities investments held for trading as at the year end was HK$24.7 million (31/3/2005: HK$37.2 million),
which accounted for less than 2% (31/3/2005: 3.4%) of the total assets of the Group. The investment portfolio of the
trading securities primarily comprises of securities listed in Hong Kong. The Group does not engage in futures, options
or any derivative trading activities for speculation purpose. Investments in non-trading securities were re-classified as
“available-for-sale investments” during the year in accordance with the treatment of the new accounting standard. The
value of available-for-sale investments of the Group appreciated by 49.1% this year to HK$69.2 million (2005:
HK$46.4 million), which includes an unrealised gain of HK$18.8 million recognised through the investment
revaluation reserve. Last year, the Group recorded an unrealised gain in value of HK$14.6 million representing a
growth of 46% per annum. The available-for-sale investments accounted for 5.4% (2005: 4.2%) of the total assets of the
Group.
FINANCIAL RESOURCES AND LIQUIDITY
At the balance sheet date, the Group held HK$115.8 million in current assets, an increase of 20.7% over the figure of
HK$95.9 million a year earlier. Cash in hand totalled HK$75.8 million (31/3/2005: HK$49.3 million) while securities
investment held for trading carried at HK$24.7 million (31/3/2005: HK$37.2 million). Total current liabilities of the
Group on the same date were HK$38.5 million (31/3/2005: HK$60.8 million). Current ratio as at 31 March 2006 was
3.01 times (31/3/2005: 1.58 times) of its current liabilities.
As at 31 March 2006, the Group did not have any bank loan. The Group’s primary source of financing for its operations
during the year was the cash flow generated from its operating activities. During the year, net cash generated from
operating activities reached HK$70 million (2005: HK$34.9 million), and the net cash outflow for financing activities
amounted to HK$39 million (2005: HK$20.3 million) which mainly represented the net repayment of bank loan of
HK$20 million (2005: HK$2.5 million) at the beginning of the year and the dividends of HK$18.9 million (2005:
HK$17.6 million) paid during the year.
As at 31 March 2006, the total equity attributable to shareholders of the Company amounted to HK$1,136.9 million
(31/3/2005: HK$969.2 million) while the net asset value per share rosed by 17.3% to HK$8.42 (31/3/2005: HK$7.18).
Financial Risk and Management
While the Group derives its revenue mainly in HK dollars, cash balances and marketable securities are maintained
mainly in HK dollars, the Group’s exposure to fluctuations in foreign currency is minimal. Available-for-sale
investments and held-for-trading investments are subject to changes in market prices. The exposure to price changes is
managed by closely monitoring the changes in market conditions that may have an impact on the market prices or
factors affecting the value of these financial instruments. The Group will continue to adopt a conservative and
disciplined approach to financial and investment risk management.
Pledge of Asset

EARNINGS PER SHARE – BASIC
The calculation of basic earnings per share is based on the profit for the year attributable to shareholders of HK$167,427,000 (2005:
HK$118,917,000 restated) and on 135,000,000 shares in issue throughout both years.
The following table summaries the impact on basic earnings per share as a result of the changes in accounting policies as described in
note 2.
2006
2005
HK$
HK$
Figures before adjustments
0.42
0.34
Adjustments arising from changes in accounting policies (see Note 3)
0.82
0.54
As reported/restated

9.

650
51,816

Hong Kong Profits Tax is calculated at 17.5% of the estimated assessable profit for both years.
DIVIDENDS

Dividends paid:
Interim dividend paid during the year – HK7 cents
(2005: HK7 cents) per ordinary share
Final dividend in respect of 2005, approved and paid during 2006 – HK7 cents
per ordinary share
Final dividend in respect of 2004, approved and paid during 2005 – HK6 cents
per ordinary share

8.

2005
HK$’000

TAXATION

The charge comprises:
Hong Kong Profits Tax
Current year
Overprovision in prior years

7.

150,919

Profit before taxation
Taxation

Profit before taxation has been arrived at after charging:
Auditors’ remuneration
and after crediting:
Gross rental income from investment properties
Less: direct operating expenses from investment properties
that generated rental income during the year

6.

Consolidated
HK$’000

(5,735)
(242)

2006
HK$’000

Notes:
1.

(49,932)

12,150

1,233,669
CAPITAL AND RESERVES
Share capital
Reserves

–

HK$1.24

NON-CURRENT ASSETS
Investment properties
Property, plant and equipment
Prepaid lease payments
Investments in non-trading securities
Available-for-sale investments
CURRENT ASSETS
Prepaid lease payments
Investments in trading securities
Investments held for trading
Trade and other receivables
Tax recoverable
Pledged bank deposits
Bank balances and cash

–
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CONSOLIDATED BALANCE SHEET
At 31 March 2006

FINANCIAL REVIEW
The Group recorded a turnover of HK$142.4 million during the year ended 31 March 2006. This was 15.1% greater
than the f igure of HK$123.7 million achieved in the preceding year. The increase in turnover was primarily driven by
the increase in securities trading and investment activities which accounted for 42% (2005: 34.1%) of the total turnover
of the year.

Property investment
110,936

(c)
4.

18,900

Effects on the balance sheets at 31 March 2005 and 1 April 2005:
At
31.3.2005
At
At
(originally
HK(SIC)- 31.3.2005
1.4.2005
stated) HKAS 17 HKAS 40
INT 21 (restated) HKAS 39 (restated)
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
Property, plant and equipment
43,717
(22,598)
–
–
21,119
–
21,119
Prepaid lease payments
– non-current portion
–
22,157
–
–
22,157
–
22,157
– current portion
–
441
–
–
441
–
441
Investments in non-trading
securities
46,408
–
–
–
46,408
(46,408)
–
Available-for-sale investments
–
–
–
–
–
46,408
46,408
Investments in trading securities
37,249
–
–
–
37,249
(37,249)
–
Investments held for trading
–
–
–
–
–
37,249
37,249
Deferred tax liabilities
(16,438)
–
–
(49,932)
(66,370)
–
(66,370)

0.88

At last year end, the Company’s bank deposit of HK$20,000,000 had been pledged to secure a bank loan of
HK$20,000,000. At 31 March 2006, the pledge has been released upon repayment of the bank loan.
In addition, the Group’s investment properties and property, plant and equipment with carrying values of
HK$898,000,000 (2005: HK$795,000,000) and HK$5,523,000 (2005: HK$5,713,000), respectively, have been pledged
to banks to secure general banking facilities of HK$72,000,000 (2005: HK$72,000,000) granted to the Group, none of
which was utilised at 31 March 2006.
DIVIDEND POLICY
It is the Company’s intention to provide shareholders with relatively consistent dividend income over the long term. The
Company maintained a stable dividend payment over the last 5 years and the dividend payout ratio each year exceeded
25% of the profit attributable to shareholders.
CONTINGENT LIABILITIES
At 31 March 2005, the following three outstanding unresolved litigations were brought against the Group. One of these
litigations was settled during the year while two were still outstanding at 31 March 2006.
(a)

The litigation that was settled in the current year was brought against the Group relating to certain damage alleged
to be caused by defects in certain property previously owned by the Group. The case was settled out of court and
the claims were fully paid by the Group.

(b) One outstanding unresolved litigation was brought against the Group relating to disputable income received by the
Group. Subsequent to the balance sheet date, the case was settled out of court, and the claims were fully paid by
the Group. The directors are of the opinion that adequate provision has been made in the financial statements.
(c)

Another outstanding unresolved litigation was brought against the Group relating to the loss of storage goods. In
April 2005, the Group was adjudged by the Court of First Instance to be liable to the claims. After taking senior
counsel’s opinion, the Group has appealed against the judgment of the Court of First Instance at the Court of
Appeal. Subsequent to the balance sheet date, the Court of Appeal upheld the judgment of the Court of First
Instance and the claims were fully paid by the Group. The directors are of the opinion that adequate provision has
been made in the financial statements.

CLOSURE OF MEMBERS REGISTER
The Register of Members of the Company will be closed from Wednesday, 9 August 2006 to Friday, 11 August 2006,
both days inclusive, during which period no transfer of shares can be registered. In order to qualify for the proposed
f inal dividend, all transfers of shares, accompanied by the relevant share certif icates, must be lodged with the
Company’s Share Registrars, Standard Registrars Limited, 26/F., Tesbury Centre, 28 Queen’s Road East, Hong Kong,
for registration not later than 4:00 p.m. on Tuesday, 8 August 2006.
PURCHASE, SALE OR REDEMPTION OF SHARES
Neither the Company nor any of its subsidiaries purchased, sold or redeemed any of the Company’s listed securities
during the year.
AUDIT COMMITTEE
The principal duties of the Audit Committee include the review of the internal control system of the Group, review of
half-yearly and annual reports and accounts, review and monitor the appointment of the auditors and their
independence, monitor compliance with statutory and listing requirements, and to engage independent legal or other
advisers as it determines necessary. The Audit Committee has reviewed with the management and the external auditors
the audited annual accounts of the Group for the year ended 31 March 2006.
Scope of work of Messrs. Deloitte Touche Tohmatsu

2005
HK$’000
4,067
233
185

5,668
9,143

4,485
4,501

14,811

8,986

DIVIDENDS
The Directors recommend the payment of a final dividend of 7 cents per share and a special dividend of 2 cents per
share for the year 2006, amounting to HK$12,150,000, to shareholders whose names appear on the register of members
on 11 August 2006. Together with the interim dividend of 7 cents per share already paid, the total distribution for the
year ended 31 March 2006 will be 16 cents per share. Total distribution for the previous year was 14 cents per share.
BUSINESS REVIEW
Godown operation
The Group’s result performed well in the first half of the year. During the year, the overall business environment in
Hong Kong continued to improve, economic activities remained buoyant, the lifting of the global textiles quota in 2005
resulting in a higher turnaround rate for godown service from textile products at the beginning of the year, the Group’s
godown operations were able to maintain a relatively high occupancy rate of the last period. However, the sudden influx
of textile products from China after the lifting of the textiles quota gave rise to various protective measures adopted by
the European countries and the United States, posing a slower turnaround rate for textile products. This coupled with
the persistent high oil prices and rising interest rate, had led to a drop in import of various products which adversely
affected the demand for godown services in the second half of the year. However, the overall godown business of the
Group for the year was stable, with results performing the same as last year.
Property investment
Benefiting from the favourable global economic environment and the strengthened Hong Kong economy, the local
property market has seen a growth and the rent of offices and industrial buildings has risen. Though there was sufficient
supply of office space in Eastern Kowloon, it was absorbed by the increasing demand from service companies moving
into the region. The continuous upgrading of the Group’s investment property, both in terms of property management
and service quality, helps to boost the overall rental position of the Group. During the year under review, the Group
delivered a satisfactory occupancy rate, both in godown and office premises. Although attempts for substantial increase
in rental price could not be possible as a result of the sufficiency in supply in the first half of the year, the Group was
successful in achieving a modest rise in rent, the rental income for the year showed a slight growth compared to that of
last year.
OUTLOOK
Godown operation
Despite the success in reaching agreement among China, Europe and United States in respect of textiles trades, the
result was still behind the industry’s expectation. These may have relevance to the high fuel prices, rising commodity
prices, the gradual increase in market interest rates, as well as the switch of orders by importers in order to reduce
operating costs. At the same time, manufacturers shrank their stock holding level so as to ease pressure on operating
cost, demand for godown services will slow down further, and high occupancy rate in godowns is hard to keep for the
coming year. However, with re-development of some industrial buildings taking place, market supply for godown space
will decrease, we anticipate that the godown business for the next year will remain stable.
Property investment
Given the broad based revival of the local economy, the good employment level, and the strengthening property rental
environment in Eastern Kowloon, the occupancy level and the success rate in tenancy renewal of the investment
properties of the Group after the year end were satisfactory. The increase in rental income will be reflected in the
coming year’s result.

The figures in respect of the Group’s consolidated balance sheet, consolidated income statement and the related notes
thereto for the year ended 31 March 2006 as set out in the Preliminary Announcement have been agreed by the Group’s
auditors, Messrs. Deloitte Touche Tohmatsu, to the amounts set out in the Group’s audited consolidated financial
statements for the year. The work performed by Messrs. Deloitte Touche Tohmatsu in this respect did not constitute an
assurance engagement in accordance with Hong Kong Standards on Auditing, Hong Kong Standards on Review
Engagements or Hong Kong Standards on Assurance Engagements issued by the Hong Kong Institute of Certified
Public Accountants and consequently no assurance has been expressed by Messrs. Deloitte Touche Tohmatsu on the
preliminary announcement.
CORPORATE GOVERNANCE PRACTICES
The Company has complied with the code provisions set out in Appendix 14 of the Code on Corporate Governance
Practices (the ‘CG Code’) under the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”) throughout the year ended 31 March 2006 except for the deviations from the code
provisions A.2.1 which requires separation of roles of chairman and chief executive officer and A.4.1 which stipulates
that Non-executive Directors should be appointed for a specific term.
Code provision A.2.1 stipulates that the role of chairman and chief executive officer should be separated. The Group’s
current practice has deviated from the requirement of this provision. Mr. Lu Sin is the Chairman and the Chief
Executive Officer of the Group. He is the founder and a substantial shareholder of the Group and has considerable
industry experience. The Board considers this structure helps to maintain a strong and effective leadership and leads to
a highly efficient decision making process, and believes that the balance of power and authority can be ensured as over
one-third of the Board is represented by Independent Non-executive Directors throughout the year.
Prior to the amendment of the Company’s Articles of Association on 12 August 2005, Non-executive Directors were not
appointed for a specific term except that the Articles provided that one-third of the Directors should retire by rotation at
the annual general meeting of the Company. This practice deviated from the requirement of the CG Code. After the
amendment of the Company’s Articles of Association, all the Directors (including Non-executive Directors) are subject
to retirement by rotation once every three years and are subject to re-election in accordance with the Company’s
Articles of Association and code provision A.4.1 of the CG Code.
Each of the Independent Non-executive Directors has made an annual confirmation of independence pursuant to Rule
3.13 of the Listing Rules. The Board has assessed their independence and concluded that all the Independent Nonexecutive Directors are independent in accordance with the Listing Rules.
ANNUAL GENERAL MEETING
The Annual General Meeting of the Company will be held on Friday, 11 August 2006. A notice of the Annual General
Meeting will be published and despatched to the shareholders of the Company in due course as required by the Listing
Rules.
OTHER INFORMATION
Full announcement of the annual results of the Group, containing the information required by paragraph 45 of
Appendix 16 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited, will be
published on the Exchange’s Website in due course.
By Order of the Board
Wong Leung Wai
Secretary
Hong Kong, 7 July 2006.
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