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CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (“GEM") OF
THE STOCK EXCHANGE OF HONG KONG LIMITED (THE “EXCHANGE")

GEM has been established as a market designed to accommodate
companies to which a high investment risk may be attached. In
particular, companies may list on GEM with neither a track record of
profitability nor any obligation to forecast future profitability.
Furthermore, there may be risks arising out of the emerging nature
of companies listed on GEM and the business sectors or countries in
which the companies operate. Prospective investors should be aware
of the potential risks of investing in such companies and should make
the decision to invest only after due and careful consideration. The
greater risk profile and other characteristics of GEM mean that it is a
market more suited to professional and other sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk
that securities traded on GEM may be more susceptible to high market
volatility than securities traded on the Main Board and no assurance is
given that there will be a liquid market in the securities traded on GEM.

The principal means of information dissemination on GEM is publication
on the internet website operated by the Exchange. Listed companies
are not generally required to issue paid announcement in gazetted
newspapers. Accordingly, prospective investors should note that they
need to have access to the GEM website in order to obtain up-to-date
information on GEM-listed issuers.

The Exchange takes no responsibility for the contents of this report, makes
no representation as to its accuracy or completeness and expressly disclaims
any liability whatsoever for any loss howsoever arising from or in reliance
upon the whole or any part of the contents of this report.

This report, for which the directors (the “Directors”) of Prosten Technology
Holdings Limited (the “Company”) collectively and individually accept full
responsibility, includes particulars given in compliance with the Rules Governing
the Listing of Securities on the GEM of the Exchange (the “GEM Listing Rules”)
for the purpose of giving information with regard to the Company. The
Directors, having made all reasonable enquiries, confirm that, to the best of
their knowledge and belief, (1) the information contained in this report is
accurate and complete in all material respects and not misleading; (2) there
are no other matters the omission of which would make any statement in
this report misleading, and (3) all opinions expressed in this report have been
arrived at after due and careful consideration and are founded on bases and
assumptions that are fair and reasonable.
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Corporate Profile 2 &N

The Group was founded in 1990 when Prosten Technology Co., Limited, a
wholly-owned subsidiary of the Group was established. It has become a
major player in its chosen markets and enjoyed a successful track record
in providing software and value added solutions, IT and networking services,
and large scale integration services to telecommunication carriers and
enterprises. The holding company of the Group was first listed on GEM
(Stock Code 8026) in March 2000.

The Group currently has operating offices in major cities of China including
Beijing, Shanghai and Guangzhou.
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Chairman’s
Statement

PROSTEN TECHNOLOGY HOLDINGS LIMITED ANNUAL REPORT 2006

For the year ended 31 March 2006, the Group achieved a turnover of
approximately HK$59,050,000 (2005: HK$54,791,000) and had a loss
attributable to shareholders of approximately HK$27,180,000 (2005:
HK$31,809,000). The Group managed to improve its gross profit margin
from 38% to 52%, which was attributable to the MVAS business that

accounted for about 90% of the Group’s total revenue in this year.

We expect that the telecom operators in the PRC will continue to tighten the
market regulations and the wireless value-added services market will remain
competitive in 2006. Despite facing the uncertainties business environment,
the Group will closely monitor the market conditions and formulate and
implement appropriate strategy and actions to respond to the changes with
a view to maximising the shareholders’ benefits. The Group will also continue
to enhance its business operations and structures, whenever necessary,

aiming to strengthen its competitiveness and improve its operating profitability.

At the same time, the Group continues to step up its mobile search research
and development initiatives in the coming year, and spruce up its competitive
advantage in wireless value-added services market. We will continue to keep
track of both the evolving needs of mobile phone users and constantly
strengthen our own research and development capabilities, especially for
our newly launched mobile music search service. Our primary focus in coming
year is to ensure that the successful launches of mobile music search
platforms by executing on the solid business model that has made the Group

to be one of the leading mobile search services providers in the PRC.

Foreseeing the next financial year, the management believes that it is well
positioned to face the challenges ahead and will continue to take a prudent
approach in allocating resources into projects with a relatively high return
with limited capital outlay. The Group will continue to leverage on its own

resources and assets to create value for its shareholders.
Finally, on behalf of the Board of Directors, | would like to express my most

sincere thanks to our clients, business partners, shareholders and our staff

for their contribution and unswerving support over the year.

Yip Seng Mun

Chairman

Hong Kong, 23 June 2006
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Management Discussion and Analysis

Operating Results

Revenue, Gross Profit and Operating Expenses

The consolidated turnover for the year ended 31 March 2006 was
HK$59,050,000, representing an increase by HK$4,259,000 or 8% as
compared to last year. The revenue from the Mobile Value Added
Services (“MVAS”) business was increased by HK$19,173,000 or 56%
while the revenue from solution integration businesses were decreased
by HK$14,914,000 or 72% as compared to last year.

MVAS revenue was increased due to revenues from Wireless Application
Protocol (“WAP”), Interactive Voice Response Services (“IVRS”) and
Multimedia Messaging Services (“MMS”) were increased aggregately
by 272% during the year. The increase in WAP, IVRS and MMS revenue
was attributed to several reasons. Firstly, VRS and MMS were newly
launched by the Group during the previous year, therefore, full-year
results for IVRS and MMS were recorded in the current year. Secondly,
the Group carried out massive promotion and marketing activities on
WAP and IVRS services in the current year. Lastly, mobile phones which
are capable of using WAP, IVRS and MMS functions are more popular
in the PRC market in recent years, therefore, its customer base for

these services were broadened.

Revenue from Short Messaging Services (“SMS”) was decreased by
19% in 2006 as compared to last year due to the tightening of market
regulations in the MVAS industry and the SMS market in the PRC has

become saturated.

The Group's gross profit for 2006 was increased by HK$10,178,000 or
49% to HK$30,820,000. In addition, the Group’s gross profit margin
was increased by 14% from 38% in 2005 to 52% in 2006. The
improvement was mainly caused by two reasons. Firstly, the proportion
of WAP revenue in total MVAS revenue was increased and its gross
profit margin was higher than other services of MVAS business’s service
lines. However, it was partly offset by the increase in IVRS revenue
which has a lower gross profit margin than WAP and SMS. Secondly,
the solution integration segments were further diminished during the
year and these segments have a lower gross profit margin than MVAS

business.
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Management Discussion and Analysis

Operating Results (continued)

Revenue, Gross Profit and Operating Expenses (continued)

The selling and distribution costs in 2006 were increased by
HK$1,893,000 or 10% to approximately HK$20,689,000 compared to
2005. The increase was mainly due to the increase in promotion and

marketing expenses for boosting the Group’s WAP and IVRS services.

The general and administrative expenses were reduced by
HK$5,299,000 or 12% to HK$37,283,000 as a result of the Group’s
continuous effort on cost control. The decrease was mainly attributed
by the reduction on staff costs, business trip expenses, rental payment

and legal and professional fees.

The other operating expenses were decreased by HK$350,000 or 10%
to HK$3,017,000 in 2008, it was due to the reduction in allowances for
doubtful debts and inventories by HK$949,000 and HK$586,000
respectively, which was partly offset by the increase in staff costs for

the research and development team.

The overall operating expenses including selling and distribution costs,
general and administrative expenses, other operating expenses and
finance costs amounted to approximately HK$61,026,000 for 2006,
which was slightly decreased by 6% as compared to 2005.

During the year, the Group recorded a reversal of allowance for doubtful
debts of HK$1,218,000.

The loss for the year attributable to shareholders of the Company was
HK$27,180,000, representing a decrease of HK$4,629,000 or 15% as

compared to last year.

Financial Position, Liquidity, Financial Resources and Gearing
Ratio

The shareholders’ fund of the Group as at 31 March 2006 was
HK$20,157,000 (2005: HK$46,639,000). The Group had net current
assets of HK$13,909,000 (2005: HK$40,776,000). The Group’s current
ratio, as a ratio of current assets to current liabilities, was approximately
1.5 as at 31 March 2006 (2005: 2.9).
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Management Discussion and Analysis

Operating Results (continued)

Financial Position, Liquidity, Financial Resources and Gearing
Ratio (continued)

The Group had cash and bank balances including pledged bank deposits
of HK$17,469,000 as at 31 March 2006 (2005: HK$33,958,000). During
the year, the Group financed its operations mainly with its revenue from
operations and internal resources. The Group’s financial and liquidity

positions remain at a stable level.

The Group adheres to a prudent cash and financial management policy.
In order to achieve better cost control and minimize cost of funds, the
Group’s treasury activities are centralized and the cash is generally
placed on deposits, mostly denominated in United States dollars,

Renminbi and Hong Kong dollars.

As at 31 March 2006, the gearing ratio of the Group, as a ratio of total
borrowings to shareholders’ fund, was 0% (2005: 0.2%).

Capital Structure
The shares of the Company were listed on GEM on 28 March 2000.
There was no change in the capital structure of the Company during

the year.

Pursuant to a placing and subscription agreement dated 18 May 2006,
51,125,000 ordinary shares of HK$0.10 each of the Company were
issued by way of top-up placing at the price of HK$0.14 per share for
cash to an independent third party (the “Placing”).

The total of 51,125,000 placing shares represent 10% of the Company’s
issued share capital before the Placing (511,250,000 ordinary shares)
and approximately 9.09% of its enlarged issued share capital of the
Company after the Placing (562,375,000 ordinary shares). The net
proceeds from the Placing was approximately HK$7,000,000. The
Company intends to use such net proceeds for general working capital
of the Group and investments in other relevant business opportunities.
The placing by transfer of shares was completed on 25 May 2006 and

the top-up subscription was completed on 26 May 2006.
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Management Discussion and Analysis

Operating Results (continued)

Significant Investments and Disposals
There were no material acquisitions and disposals of subsidiaries by

the Company during the year under review.

Foreign Currency Exchange Exposure and Treasury Policies

As most of the Group’s trading transactions, monetary assets and
liabilities were denominated in Renminbi, United States dollars and Hong
Kong dollars, the impact of the foreign exchange exposure of the Group
was considered to be minimal and there was no significant adverse
effect on the normal operations of the Group. As at 31 March 2006, no

related hedges were made by the Group.

Contingent Liabilities

As at 31 March 2006, the Group was granted banking facilities of
HK$441,000 that were secured by the Group’s bank deposit of
HK$441,000. As at 31 March 2006, the banking facilities utilised by
the Group amounted to HK$441,000.

Save as disclosed above, the Group has no other material contingent

liabilities.

Employees and Remuneration Policy

The total number of employees of the Group was 143 as at 31 March
2006 (2005: 176). The Group’s remuneration policy is basically
determined by the performance of individual employees and the market
condition. In addition to salaries, employee benefits included medical

scheme, pension contributions and share option schemes.
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Management Discussion and Analysis

Business Review

Wireless Value-added Services

For the year of 2006, the Group continued to concentrate on its wireless
value-added services business and recorded about 56% growth in
revenue derived from MVAS. During the year, the MVAS revenue
represented approximately 90% of the Group’s total revenue. The Group
shifted its focuses from the services line of SMS to WAP and IVRS and
the revenue from WAP and IVRS represented 54% of the total MVAS
revenue while it represented 25% in 2005. In addition, the MVAS gross
profit margin was 53% in 2006 compared to 47% for the last year. The
slight increase in MVAS gross profit margin was primarily a result of the
decreased transmission costs paid to telecom operators and decreased

content costs.

The business sector of wireless value-added services faced significant
challenges this year, it was mainly due to the increasing competition
and ongoing restructuring of this industry, as well as new polices and
regulations set by the Chinese telecom operators. Although these
changes have negative impact on wireless value-added services
business growth, the Group can maintain a healthy and high growth

rate in this business sector.

During the year, the Group has implemented a series of campaign to

explore and enrich its wireless value-added services business as follows:

—  Continued to enhance its product development capabilities and

broaden product offerings;

- Re-structured and streamlined its wireless value-added services
organization by services lines to improve its operational efficiency

and productivity;

—  Set up a more competitive human resources policy to tighten cost

control and improve cost efficiency;

—  Re-structured and continued to strengthen the WAP and SMS
operation platforms to analyze the subscriber’s preference and
pattern of mobile usage and to record the valuable daily financial

and operational data and information;
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Management Discussion and Analysis

Business Review (continued)

Wireless Value-added Services (continued)
— Acquired new call center equipment and software and established
a high quality customer services team to automate the workflow

and shorten the time to respond to mobile user’s enquires;

—  Continued to expand distribution channels with business partners,

media enterprises and various strategic alliances;

—  Participated in various marketing and promotion activities
aggressively to promote and reinforce the brand-awareness of the

Group’s wireless value-added services products; and

—  Designated sales professionals located in major provinces to

develop closer relationship with telecom operators’ local offices.

On the other hand, the Group expects the telecom operators will
implement new strategies and regulations on wireless value-added
services industry in the near future. If such new policy is implemented,
the wireless value-added services revenue and its growth may be
adversely affected accordingly. Despite this concern, the Group will seek
to broaden the range of its products and services, expand its distribution
and marketing channels, continue to work closely with telecom operator
partners to improve the mobile users experience and satisfaction as
the Group believes that the key of success is the mobile user satisfaction

in the long run.

Applications Software and IT and Networking Services

On the broadband data networks and Internet backbone solutions
business, the Group completed all the final stage works of China Unicom
VOIP V project, software upgrade and services by Shanghai Telecom
and Telecom NTT Engineering Co., Ltd IP network project. Also, the
Group completed the preliminary stage works of China Unicom VOIP
phase six extension and China Unicom VOIP & 165 network technical
services projects substantially during the second half of 2006. In the
past two years, the Group’s management uphold the policy of “screening
out” unprofitable projects and tightened its cost control and there was

an improvement in these segments results.
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Management Discussion and Analysis

Business Review (continued)

Applications Software and IT and Networking Services (continued)
In line with the Group’s business direction, the team continued to scale
down these business sectors and focused on the completion of existing
projects, provision of maintenance services, targeting of high profit
services contracts and the collection of accounts receivable in the

coming year.

Mobile Intelligent Navigation Engine (“MINE”)

In 2006, the Group strives to develop the new strategic product of
MINE, which allows mobile users to use natural Chinese language input
with more flexibility and friendliness. Mobile users can compile SMS in
natural Chinese language via a single access point to search a song’s
name or a singer’s name or a type of song. Also, mobile users can ask

for related music news, singer news or concert information.

Since May 2005, the Group has partnered with China Mobile to launch
mobile music search in 8 provinces and cities and the result was
satisfactory. Currently, the number of mobile users logged is around 4
million. Following the completion of pilot testing of mobile music search,
the Group entered into a commercial agreement with China Mobile
Beijing and the revenue will be recognized in the first quarter of the
coming financial year. Besides, the Group entered into an agreement
with one of the major handset manufacturers to embed MINE in their
handsets, it can broaden the sources of revenue from different business
partners. In the fourth quarter of 2005, the Group started to launch the
general search services to all mobile users and create its own branded
public mobile search services on various contents via Chinese telecom
operators, it allows single input point by taking SMS input for search,
output to user in forms of WAP, MMS, IVRS or SMS.

To cope with the rapid development of wireless music search market,
the Group will continue to dedicate more resources to strengthen its
MINE research and development, operational platforms and sales and
marketing teams in the coming year. The Group believes that mobile
music search can generate sustainable revenue to the Group in the

coming year.
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Management Discussion and Analysis

Outlook

The Directors of the Group anticipate that the competition of wireless value-
added services in the PRC would continue to intensify. In addition, Chinese
mobile operators are cooperating with the Ministry of Information Industry,
and plan to impose stringent regulative policies on wireless value-added
services in the PRC. The Group expects that it might have an adverse impact
on the future revenue and prospects of wireless value-added services if those
polices were all implemented. The Group will take steps to keep track of the
market trends and to formulate and implement appropriate strategy and

actions in this respect in the coming year.

Looking forward, the Group is optimistic on mobile music search prospects
in the PRC market and will fully launch its service as soon as possible in the
anticipation of a high growing demand from mobile phone users. Currently,
the Group is proactively seeking business partners in this business sector
and will make every effort to develop and improve the quality of its mobile
searching engine. The Group strongly believes that the introduction of mobile
music search services in the PRC will help the Group in differentiating its
positioning in the wireless music search market that in turns strengthen the
future growth opportunities of the Group. The Group also believes the wireless
search market in the PRC will benefit from continuing wireless infrastructural

improvements, growing demand and attractive valuations.

The Group will strive to maintain and expand its operation further, thereby
expanding its market share while at the same time bringing along greater

return to our shareholders.
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Directors and Senior Management EER SR EEE

Executive Directors

Mr. Yip Seng Mun, aged 75, is a founder and the Chairman of the Group.
He is responsible for formulating the overall business strategy and plans of
the Group. Mr. Yip worked for the Hong Kong Telecommunications Limited
for about 20 years and was one of the senior executives in its PRC operations.
Mr. Yip is the father of Mr. Yip Heon Ping, Mr. Yip Heon Wai and Mr. Yip Heon
Keung.

Mr. Yip Heon Ping, aged 48, is an Executive Director and the General
Manager of the Group in charge of the Group’s overall management function.
He holds a bachelor’s degree in electrical engineering from lowa State
University, USA. He worked for Hewlett Packard for more than 10 years
before joining the Group in December 1992. Mr. Yip is a son of Mr. Yip Seng
Mun and a brother of Mr. Yip Heon Wai and Mr. Yip Heon Keung.

Mr. Yip Heon Wai, aged 45, is a founder and the Managing Director of the
Group in charge of the overall corporate strategies and business development
of the Group. He is also an Authorised Representative of the Company. He
holds a bachelor’s degree in applied computer science from lllinois State
University, USA. Mr. Yip is a son of Mr. Yip Seng Mun and a brother of Mr. Yip
Heon Ping and Mr. Yip Heon Keung.

Mr. Yip Heon Keung, aged 36, is an Executive Director of the Group in
charge of strategic alliances with vendors and business partners. He is also
an Authorised Representative, the Compliance Officer and a member of the
Remuneration Committee of the Company. He is a Program for Management
Development graduate from Harvard University and holds a bachelor’s degree
in electrical engineering from the University Wisconsin-Madison, USA. Before
joining the Group, Mr. Yip worked in a software-consulting firm as a consultant
in the USA. He has been with the Group since October 1996. Mr. Yip is a
son of Mr. Yip Seng Mun and a brother of Mr. Yip Heon Ping and Mr. Yip
Heon Wai.

Independent Non-executive Directors

Mr. James T. Siano, aged 46, is an Independent Non-executive Director
and the chairman of the Audit Committee of the Company. Mr. Siano holds a
master’s degree in business administration from Pace University, USA. He
has 24 years’ experience in sales, marketing and finance, including 15 years
in Hong Kong. Mr. Siano is currently the president and the chief executive
officer of Montblanc Pacific Distributors Ltd. which is the Asia Pacific regional
headquarters for the Montblanc brand. Prior to that, Mr. Siano was the

managing director of Swatch Group of Switzerland (Hong Kong) Ltd.
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Directors and Senior Management EEX SR EEE

Ms. Tse Yuet Ling, Justine, aged 35, is an Independent Non-executive
Director, a member of the Audit Committee and the Chairman of the
Remuneration Committee of the Company. Ms. Tse graduated from the North
lllinois University with a bachelor’s degree in computer science. Ms. Tse is
currently employed by a wholly-owned subsidiary of a prestigious bank in
Hong Kong. Prior to that, she had worked in the software application field

for more than 10 years.

Ms. Lai May Lun, aged 56, is an Independent Non-executive Director, and
a member of the Audit Committee and the Remuneration Committee of the
Company. Ms. Lai holds a bachelor’s degree in social science and a master’s
degree in business administration, both from the Chinese University of Hong
Kong. Ms. Lai is currently the administration manager of a charitable
foundation in Hong Kong. Prior to that, she had worked for the Hong Kong
Telecommunications Limited for more than 20 years and had extensive

experience in various areas of telecommunications.
Senior Management

Ms. Cheung Ka Yee is the Chief Financial Officer of the Group and is in
charge of the Group’s overall financial matters. Ms. Cheung holds a diploma
in accountancy and a master degree in business administration (Financial
Services) from Hong Kong. She is a fellow member of The Association of
Chartered Certified Accountants and the Hong Kong Institute of Certified
Public Accountants. She has over 14 years’ experience in accounting,

auditing, taxation and finance.

Ms. Lo Oi Ling is the Company Secretary of the Group and is in charge of
the Group’s overall company secretarial matters. Ms. Lo holds a master
degree in business administration from the United Kingdom and is a member
of the Institute of Chartered Secretaries and Administrators and the Hong
Kong Institute of Company Secretaries. She has more than 15 years’

experience in the company secretarial field.
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Report of the Directors EE S &

The directors (the “Directors”) of Prosten Technology Holdings Limited (the
“Company”) are pleased to present their report and the audited financial
statements of the Company and of the Group for the year ended 31 March
20086.

Principal Activities

The principal activity of the Company is investment holding. Details of the
principal activities of the principal subsidiaries are set out in note 18 to the
financial statements. There were no changes in the nature of the Group’s

principal activities during the year.

Results and Dividends

The Group’s loss for the year ended 31 March 2006 and the state of affairs
of the Company and of the Group at that date are set out in the financial

statements on pages 47 to 100.

The board of Directors does not recommend the payment of any dividend
for the year ended 31 March 2006.
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Summary Financial Information MBERNE
The following is a summary of the published results and assets and liabilites ~ AEEBRERAEFREFEE I EZ ZEREELEE
of the Group for the last five financial years. MEWT :
Results E4
Year ended 31 March
BE=ZA=+—RHLFE
2006 2005 2004 2003 2002
HK$’000 HK$’000 HK$'000 HK$’000 HK$ 000
“EEXRF —TTLF —TENF —TT=F —TT_F
FER FET FAT FET FAT
Turnover LR 59,050 54,791 84,596 31,692 100,679
Loss before taxation KB B ES 18 (27,454) (33,109) (40,198) (112,828) (165,408)
Taxation I8 274 1,300 (922) 2,290 (81)
Loss for the year attributable VNN 35
to shareholders of EEFR
the Company E5iE (27,180)  (31,809)  (41,120) (110,538) (165,439)
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Summary Financial Information (continued) MRERNEE @®
Asset and Liabilities EEHREE
At 31 March
R=BA=+-—H
2006 2005 2004 2003 2002
HK$’000 HK$’000 HK$'000 HK$’000 HK$'000
—EEXRE —_TTHF —ZETNF —2T=F —_TT-F
FET FHBT FiHBT FH&T FiHBT
Fixed assets EEE 5,007 4,415 2,872 5,779 11,173
Deferred development costs EIEF B R - - - - 2,175
Intangible asset BmILEE - - - 5,922 44,359
Deposits HEA 503 716 2,484 1,092 1,852
Club debentures EATES - 732 420 420 420
Available-for-sale financial assets AIHHESREE 738 - - - -
Long term investment REARE - - - - 10,372
Current assets MEEE 43,006 62,623 102,949 129,556 187,044
Current liabilities HEE (20,097)  (21,847)  (30,388)  (23,628)  (27,262)
Non-current liabilities e EIN=KE - - (93) - (471)
Total net assets BEFERRE 20,157 46,639 78,244 119,141 229,662
Share capital f& A 51,125 51,125 51,125 51,125 51,125
Reserves E (30,968) (4,4806) 27,119 68,016 178,537
20,157 46,639 78,244 119,141 229,662
Fixed Assets BEE&E

Details of movements in the fixed assets of the Group during the year are set

out in note 16 to the financial statements.

Share Capital and Share Options

There were no movements in either the Company’s authorised or issued
share capital during the year. Details of movements in the share options
during the year, together with reasons therefore, are set out in note 28 to the

financial statements.

Pre-emptive Rights

There are no provisions for pre-emptive rights under the Company’s articles
of association or the laws of the Cayman Islands, being the jurisdiction in
which the Company was incorporated, which would oblige the Company to

offer new shares on a pro rata basis to existing shareholders.
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Report of the Directors EE S &

Purchase, Redemption or Sale of Listed Securities of the
Company

Neither the Company, nor any of its subsidiaries has purchased, redeemed

or sold any of the Company’s listed securities during the year.
Reserves

Details of movements in the reserves of the Company and of the Group
during the year are set out in note 29 to the financial statements and in the

consolidated statement of changes in equity, respectively.
Distributable Reserves

As at 31 March 2006, the Company had no reserve available for distribution
as calculated in accordance with the Companies Law (2001 Revision) of the
Cayman Islands. Under the laws of the Cayman Islands, the share premium
account is distributable to the shareholders of the Company provided that
immediately following the date on which the dividend is proposed to be
distributed, the Company will be in a position to pay off its debts as and
when they fall due in the ordinary course of business. The share premium

account may also be distributed in the form of fully paid bonus shares.
Major Customers and Suppliers

In the year under review, sales to the Group’s five largest customers accounted
for 69% of the total sales for the year and sales to the largest customer
included therein amounted to 27%. Purchases from the Group’s five largest
suppliers accounted for 63% of the total purchases for the year and purchases

from the largest supplier included therein amounted to 29%.

To the best knowledge of the Directors, neither the Directors, their associates,
nor any shareholders who own more than 5% of the Company’s issued share
capital, had any beneficial interest in the Group’s five largest customers and/

or five largest suppliers during the year.
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Report of the Directors EE & &

Directors
The Directors of the Company during the year were as follows:

Executive Directors:

Mr. Yip Seng Mun (Chairman)

Mr. Yip Heon Wai (Managing Director)
Mr. Yip Heon Ping

Mr. Yip Heon Keung

Independent non-executive Directors:

Mr. James T. Siano

Ms. Tse Yuet Ling, Justine

Ms. Lai May Lun (appointed on 1 March 2006)
The late Mr. Au Shing Kwok (passed away on 8 August 2005)

In accordance with article 108 of the Company’s articles of association, Mr.
Yip Heon Ping and Mr. Yip Heon Keung will retire by rotation and, being
eligible, will offer themselves for re-election at the forthcoming annual general

meeting of the Company (“AGM”).

Ms. Lai May Lun appointed pursuant to article 112 of the Company’s articles
of association, will hold office until the AGM and, being eligible, will offer

herself for re-election at the AGM.

Independent Non-executive Directors’ Confirmations of
Independence

The Company has received, from each of the independent non-executive
Directors, an annual confirmation of his/her independence pursuant to Rule
5.09 of the Rules Governing the Listing of the Securities on the Growth
Enterprise Market of the Stock Exchange (the “GEM Listing Rules”). The
Company considers all of its independent non-executive Directors to be

independent.

S

FARRBZEEWT :

HITESE

EREREE (FF)
Engit (FEFgaE)
EmFEhE

Hmsa s

BEUFHITES
James T. Siano%c 4
MABTZL

REfait (W=ZZZXRF=ZA—BEZD
EAEBSE(BH) RZEZERFNANAEH)

RRAABRABERAANE1081E - ERTEERER
REERERBESER  HREFSERLBNEE
BIZARBARRABFAE ((BRRBFKRg)) LBE

-

REMULIRBARRABERZMBNEN21RERE
FHEREZBRBFEREG L - ERT S BRI AT

RBFERNE LEREF -

BYFHTESEIANS 2B LM

ARRDEESBILIFNTESIREBR

FrRIZER

Fx EmARA ([8IZR_EMRRA) 5E5.0006pTEHZ
FEBRL  UWHERREZBEILIE - ARRARRMAE

BYFBPITEFHBEYL °

FEMBERAERAR =

=
=

=
=

.
A

FER

27




28

Report of the Directors EE S &

Directors’ Service Contracts

Each of the executive Director has entered into a service contract with the
Company for a term of one year commencing from 1 April 20083 (the “Service
Contracts”) which were renewed automatically each year for successive terms
of one year subject to termination by either party giving not less than three
months’ notice in writing to the other party. Pursuant to the supplemental
agreements entered into between each executive Director and the Company
on 1 April 2004, the terms of the Service Contracts were extended for a
fixed term of three years commencing from 1 April 2004 and expiring on 31
March 2007, subject to retirement by rotation and re-election in accordance
with the Company’s articles of association. Otherwise than as amended by
the supplemental agreements, all other provisions of the Service Contracts

remain in full force and effect.

Mr. James T. Siano entered into a letter of appointment with the Company
as an independent non-executive Director of the Company on 7 March 2000.
He was not appointed for a specific term but was subject to retirement by
rotation and re-election in accordance with the Company’s articles of
association. Pursuant to a supplemental letter signed between Mr. Siano
and the Company on 1 January 2005, his term of appointment was fixed for
a term of three years commencing from 1 January 2005, subject to retirement
by rotation and re-election in accordance with the Company’s articles of
association. Otherwise than as amended by the supplemental letter which
formed part of the appointment letter, the terms and conditions contained in

the appointment letter remain in full force and effect.

Ms. Tse Yuet Ling, Justine has renewed the letter of appointment with the
Company as an independent non-executive Director of the Company for a
term of one year commencing from 1 January 2006 and is subject to
retirement by rotation and re-election in accordance with the Company’s

articles of association.
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Directors’ Service Contracts (continued)

Ms. Lai May Lun has entered into a letter of appointment with the Company
as an independent non-executive Director of the Company for an initial term
of one year commencing from 1 March 2006 and is subject to retirement by
rotation and re-election in accordance with the Company’s articles of

association.

Apart from the foregoing, none of the Directors being proposed for re-election
at the AGM has a service contract with the Company in respect of his/her
service to the Company in the capacity of a Director which is not determinable
by the Company within one year without payment of compensation, other

than statutory compensation.
Directors’ Interests in Contracts

Except as detailed in note 34 to the financial statements, no Director had a
material beneficial interest, either directly or indirectly, in any contract of
significance to the business of the Group to which the Company or any of its

subsidiaries was a party during the year.
Management Contracts
No contract concerning the management and administration of the whole or

any substantial part of the business of the Group were entered into or existed

during the year.
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Directors’ Interests and Short Positions in Shares, Underlying
Shares and Debentures

As at 31 March 2006, the interests and short positions of the Directors and
chief executive in the shares, underlying shares and debentures of the
Company or any of its associated corporations (within the meaning of Part
XV of the Securities and Futures Ordinance (the “SFQ”)) which were notified
to the Company and the Exchange pursuant to Divisions 7 and 8 of Part XV
of the SFO (including interests or short positions which they were taken or
deemed to have under such provisions of the SFO), or which were recorded

in the register required to be kept by the Company under Section 352 of the
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AR RHEEMREEE (AARES D ([E5
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EN\DBAMGRNRR Nz R ORR (BIEIR
BESF LB EPERGEURERE IR AEE 2
BRIAR) » RACHENARTMREEZ LB ED]
E362MGHF 2 BERM S FRE - HRIBR R

SFO, or which were required, pursuant to the code of conduct regarding  HRANBEMESZETELLZH 2T ATIANERAT
securities transactions by Directors adopted by the Company, to be notified SR R AR
to the Company and the Exchange, were as follows:
Long positions in the shares of the Company RN BIR G 2 4F B
Percentage of
the Company’s
issued share
capital
Note (4)
Capacity and Number of A QF]
nature of interest ordinary shares 2RITIRAE
Name of Director Notes =27 954 ZER Batt
EEnE ks EEME BRHOEE B 5T (4)
Mr. Yip Heon Ping (1) Object of a discretionary family trust 404,280,619 79.08%
RS & interest of a controlled corporation
2RRGETIHRR
Sk | NI
Mr. Yip Seng Mun @) Founder of a discretionary family trust 404,280,619 79.08%
BERERLE & interest of controlled corporations
2RRGETEZEIHAR
RGN E 2w
Mr. Yip Heon Keung (©)) Interest of a controlled corporation 404,280,619 79.08%
ESEE: oS S NS X
Notes: e

(1)  These shares are held by Greenford Company Limited, Century Technology
Holding Limited and Bakersfield Global Corporation as trustees of The Greenford
Unit Trust, The Century Unit Trust and The Bakersfield Unit Trust, respectively.
All the units of which are held by Ace Central Group Limited as the trustee of
The New Millennium Trust, a discretionary family trust established with Mr. Yip
Heon Ping as one of the discretionary objects for the time being.

Among these shares, 155,931,035 shares held by Greenford Company Limited
as trustee mentioned above. The entire issued share capital in Greenford
Company Limited is beneficially owned by Mr. Yip Heon Ping.
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Directors’ Interests and Short Positions in Shares, Underlying
Shares and Debentures (continued)

Notes: (continued)

(2) By virtue of the SFO, Mr. Yip Seng Mun, being the settlor and the founder of The
New Millennium Trust, is deemed to be interested in the 404,280,619 shares of
the Company.

Among these shares, 155,931,035 shares held by Century Technology Holding
Limited and 92,418,549 shares held by Bakersfield Global Corporation as
trustees mentioned above. The entire issued share capital in each of Century
Technology Holding Limited and Bakersfield Global Corporation is beneficially
owned by Mr. Yip Seng Mun.

(8)  Mr. Yip Heon Keung is the sole director and sole shareholder of Ace Central
Group Limited, the trustee of The New Millennium Trust as mentioned above.

(4) Based on 511,250,000 shares in issue as at 31 March 2006.

The interests of the Directors in the share options of the Company are

separately disclosed in note 28 to the financial statements.

In addition to the above, certain Directors have non-beneficial personal equity
interests in certain subsidiaries held for the benefit of the Company solely for
the purpose of complying with the requirement for the minimum number of

shareholders.

Save as disclosed above, as at 31 March 2006, none of the Directors of the
Company had registered an interest or short position in the shares and
underlying shares of the Company or any of its associated corporations that
was required to be recorded pursuant to Section 352 of the SFO, or as
otherwise notified to the Company and the Exchange pursuant to Rule 5.46
of the GEM Listing Rules.

Directors’ Rights to Acquire Shares or Debentures

Apart from as disclosed under the heading “Directors’ Interests and Short
Positions in Shares, Underlying Shares and Debentures” above and in the
share option schemes disclosures in note 28 to the financial statements, at
no time during the year were rights to acquire benefits by means of the
acquisition of shares in or debentures of the Company or any other body
corporate granted to any Director or their respective spouse or minor children,
or were any such rights exercised by them; or was the Company or any of its
subsidiaries a party to any arrangement to enable the Directors, their spouse

or minor children to acquire such rights in any other body corporate.

EERKRG  HERORES 2BERAR @
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2 WREZELHELIEKED - The New Millennium TrustZ 5K
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Share Option Schemes

Concerning the share options granted to the Directors, employees and others
as detailed in note 28 to the financial statements, the Directors do not consider
it appropriate to disclose a theoretical value of the share options granted,
because in the absence of a readily available market value for share options
on the ordinary shares of the Company, the Directors were unable to arrive

at an accurate assessment of the value of the share options.
Interests and Short Positions of Substantial Shareholders

As at 31 March 2006, shareholders (other than the Directors or chief executive
of the Company) who had interests or short positions in the shares or
underlying shares of the Company which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV of the SFO, or

which were recorded in the register required to be kept by the Company
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ARG CME  EFRERZETEREEEELE
TERTAL -

TERRZBHERAR

=

RZBZRFZA=+—H  RERAEROAEBER
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under Section 336 of the SFO were as follows:

Long positions in the shares of the Company

Name of Shareholder Notes
BRERERE s
Greenford Company Limited (1)
Century Technology Holding Limited @)
Bakersfield Global Corporation Q)
Ace Central Group Limited 4) & (5)

(as trustee of The New
Millennium Trust)

(The New Millennium Trust
ZZEEN)

Notes:

(1) The entire issued share capital of Greenford Company Limited is beneficially (
owned by Mr. Yip Heon Ping, a Director of the Company.

(2)  The entire issued share capital of Century Technology Holding Limited is ()
beneficially owned by Mr. Yip Seng Mun, a Director of the Company.

PROSTEN TECHNOLOGY HOLDINGS LIMITED ANNUAL REPORT 2006

RAR AR Z4HE

Percentage of
the Company’s
issued share

Capacity and Number of capital

nature of interest ordinary shares HARATE

5B R ZiER 2EITRA

EEME BROEE Bk

Directly beneficially owned 155,931,035 30.50%
BEREERES

Directly beneficially owned 155,931,035 30.50%
HEERES

Directly beneficially owned 92,418,549 18.08%
EREERES

Trustee of a discretionary 404,280,619 79.08%

family trust & through
controlled corporations
2RFRGEAZZTEAR
FBRZIES QA
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Interests and Short Positions of Substantial Shareholders (continued)

Notes: (continued)

(8)  The entire issued share capital of Bakersfield Global Corporation is beneficially
owned by Mr. Yip Seng Mun, a Director of the Company.

(4)  An aggregate of 404,280,619 shares are held through Greenford Company
Limited, Century Technology Holding Limited and Bakersfield Global Corporation
as trustees of The Greenford Unit Trust, The Century Unit Trust and The
Bakersfield Unit Trust, respectively. All the units of which are held by Ace Central
Group Limited as the trustee of The New Millennium Trust, a discretionary family
trust established with Mr. Yip Seng Mun as the founder and Mr. Yip Heon Ping
as one of the discretionary objects for the time being.

Mr. Yip Heon Keung, a Director of the Company, is the sole director and sole
shareholder of Ace Central Group Limited.

(5)  Ace Central Group Limited replaced Cititrust (Cayman) Limited as the new trustee
of The New Millennium Trust on 13 December 2005.

Save as disclosed above, as at 31 March 2006, no person, other than the
Directors of the Company, whose interests are set out under the heading
“Directors’ Interests and Short Positions in Shares, Underlying Shares and
Debentures” above, had registered an interest or short position in the shares
or underlying shares of the Company that was required to be recorded under
Section 336 of the SFO.

Directors’ Interests in Competing Businesses

None of the Directors or the management shareholders of the Company or
their respective associates (as defined under the GEM Listing Rules) have any
interests in a business which competes or may compete with the business of
the Group, or has any other conflict of interest with the Group during the year.

Events after the Balance Sheet Date

Details of the significant event which has taken place subsequent to the

balance sheet date are set out in note 35 to the financial statements.
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Code of Conduct Regarding Securities Transactions by Directors

The Company has adopted a code of conduct regarding securities
transactions by Directors on terms no less exacting than the required standard
of dealings set out in Rules 5.48 to 5.67 of the GEM Listing Rules. In response
to specific enquiry made by the Company, each of the Directors gave
confirmation that he/she complied with the required standard of dealings
and the code of conduct regarding securities transactions by the Directors
throughout the year ended 31 March 2006.

Audit Committee

The Company established an audit committee (“Audit Committee”) on 7 March
2000 and has formulated and from time to time amended its written terms of
reference in accordance with the provisions set out in the Code on Corporate

Governance Practices.

The existing Audit Committee comprises three independent non-executive
Directors of the Company, namely Mr. James T. Siano (Chairman of the Audit

Committee), Ms. Tse Yuet Ling, Justine and Ms. Lai May Lun.

The primary duties of the Audit Committee include the review and supervision
of the Group’s financial reporting system and internal control procedures,
review of the Group’s financial information and review of the relationship with
the auditors of the Company. The Audit Committee held two meetings during

the year under review.

The Group’s audited financial statements for the year ended 31 March 2006
have been reviewed by the Audit Committee, who are of the opinion that
such statements comply with the applicable accounting standards, the GEM
Listing Rules and legal requirements, and that adequate disclosures have

been made.
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Sufficiency of Public Float

As at the date of this annual report, the Company has maintained the
prescribed public float under the GEM Listing Rules based on the information
that is publicly available to the Company and within the knowledge of the

Directors of the Company.
Auditors

On 4 May 2006, Messrs. Ernst & Young (“E&Y”) resigned as the auditors of
the Company. Pursuant to an ordinary resolution passed at the extraordinary
general meeting of the Company held on 25 May 2006, Messrs. RSM Nelson
Wheeler (“RSM”) were appointed as the auditors of the Company to fill the
causal vacancy arising from the resignation of E&Y and to hold office until
the conclusion of the AGM. A resolution will be proposed at the AGM to re-

appoint RSM as the auditors of the Company.
On behalf of the Board
Yip Seng Mun

Chairman

Hong Kong, 23 June 2006
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The Company is committed to maintaining high standards of corporate
governance with a view to assuring the conduct of management of the
Company as well as protecting the interests of all shareholders. The good
corporate governance principles of the Company emphasis a quality board
for leadership and control of the Company, effective internal controls,

transparency and accountability to all shareholders.
Corporate Governance Practices

Subject to the deviations as disclosed in this annual report, the Company
has applied the principles and complied with all the code provisions set out
in the Code on Corporate Governance Practices as contained in Appendix
15 of the GEM Listing Rules (“Code on CG Practices”) throughout the year.

Directors’ Securities Transactions

The Company has adopted a code of conduct regarding securities
transactions by directors (“Directors”) on terms no less exacting than the
required standard of dealings as set out in Rules 5.48 to 5.67 of the GEM
Listing Rules. In response to specific enquiry made by the Company, each of
the Directors gave confirmation that he/she complied with the required
standard of dealings and the code of conduct regarding securities transactions
by the Directors throughout the year ended 31 March 2006.

Board of Directors

Composition

The board of Directors (the “Board”) comprises four executive Directors and
three independent non-executive Directors. The names, biographical details
of the Directors and the relationships among them are set out in the “Directors
and Senior Management” section of this annual report. All Directors gave
sufficient time and attention to the affairs of the Company for the year ended
31 March 2006. Each executive Director has sufficient experience to hold

the position so as to carry out his duties effectively and efficiently.
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Board of Directors (continued)

Composition (continued)

Save as mentioned in the next paragraph, in full compliance with Rule 5.05(1)
and (2) of the GEM Listing Rules, the Company, during the year under review,
had in place three independent non-executive Directors and at least one of
whom has appropriate professional qualifications or accounting or related
financial management expertise. They contribute to the Company with
diversified industry expertise, advise the management on strategy
development and ensure that the Board maintains high standard of financial
and other mandatory reporting as well as provide adequate checks and
balances to safeguard the interests of shareholders and the Company as a
whole. The Company has received, from each of the independent non-
executive Directors, an annual confirmation of his/her independence pursuant
to Rule 5.09 of the GEM Listing Rules. The Company considers all of its

independent non-executive Directors to be independent.

Due to the passing away of an independent non-executive Director, the late
Mr. Au Shing Kwok, on 8 August 2005, during the period between 8 August
2005 and 28 February 2006, the Company only had two independent non-
executive Directors and a casual vacancy arose from the composition of
each of the audit committee and the remuneration committee of the Company.
With effect from 1 March 2006, Ms. Lai May Lun has been appointed as an
independent non-executive Director, and a member of the audit committee

and remuneration committee of the Company to fill the said vancancies.

Board Meetings

The Board meets in person or through other electronic means of
communication at least four times every year. At least 14 days notice of all
board meetings were given to all Directors, who were all given an opportunity
to include matters in the agenda for discussion. The Company Secretary
assists the Chairman in preparing the agenda for the meeting, and ensures
that all applicable rules and regulations regarding the meetings are observed.
The finalised agenda and accompanying board papers are then set to all

Directors prior to the meeting.
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Board of Directors (continued)

Board Meetings (continued)
For the year ended 31 March 2006, the Board held four regular full board

meetings. The individual attendance record of each Director is as follows:

Directors

2=

Executive Directors HITES

Mr. Yip Seng Mun (Chairman) HRREE (EF)

Mr. Yip Heon Wai (Managing Director) B e (EFEEHE)

Mr. Yip Heon Ping BEmFEE

Mr. Yip Heon Keung H g k&
Independent non-executive Directors BIFHTES
Mr. James T. Siano James T. Sianot A&
Ms. Tse Yuet Ling, Justine #AKLZ L

Ms. Lai May Lun' BERLL

The late Mr. Au Shing Kwok?2 [ A& B 5T A (BB 2

Notes:
1. Ms. Lai was appointed as independent non-executive Director on 1 March 2006.

2. The late Mr. Au passed away on 8 August 2005.

Apart from the regular board meetings of the year, the Board met on other
occasions when a board-level decision on a particular matter was required.
The Directors would receive details of agenda items for decision and minutes

of committee meetings in advance of each board meeting.

During regular meetings of the Board, the Directors discussed and formulated
the overall strategies of the Company, monitored financial performances and
discussed the annual and interim results, set annual budgets, as well as

discussed and decided on other significant matters.

The Company Secretary recorded the proceedings of each board meeting
in detail by keeping detailed minutes, including all decisions by the Board
together with concerns raised and dissenting views expressed (if any). Draft
board minutes were circulated to all Directors for comment and approval as
soon as practicable after the meeting. All minutes are open for inspection at
any reasonable time on request by any Director. All Directors have access to
relevant and timely information at all times as the Chairman ensures that
management will supply the Board and its committees with all relevant

information in a timely manner.
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Board of Directors (continued)

Delegation by the Board

The Board, under the leadership of the Chairman, is responsible for the
approval and monitoring of Group-wide strategies and policies, approval of
annual budgets and business plans, evaluating the performance of the Group,
and oversight of management. The day-to-day operations of the Group are
delegated to the management under the leadership of the Managing Director.
The Managing Director, working with the executive management team of
each operational unit, is responsible for managing the businesses of the

Group, including implementation of strategies adopted by the Board.

Term of Appointment and Re-election

Each of the executive Directors is engaged on a service contract with the
Company. All independent non-executive Directors have formal letters of
appointment setting out key terms and conditions relative to their appointment
and subject to re-election. Details of the term of appointment of the Directors
are disclosed in the section “Directors’ Service Contracts” of the Report of

the Directors in this annual report.

Every newly appointed Director is provided with a package of orientation
materials detailing the duties and responsibilities of directors under the GEM
Listing Rules, the Company’s articles of association, related ordinances and

relevant regulatory requirements of Hong Kong.

Every Director is aware that, before accepting appointment as a director, he/
she must be able to give sufficient time and attention to the affairs of the

Company.

The Company also provides Directors with directors’ and officers’ liability
insurance coverage to protect them from loss as a result of legal proceeding

against the Company.

Under the provision A.4.2 of the Code on CG Practices, all directors appointed
to fill a casual vacancy should be subject to election by shareholders at the
first general meeting after their appointment and every director, including
those appointed for a specific term, should be subject to retirement by rotation

at least once every three years.
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Board of Directors (continued)

Term of Appointment and Re-election (continued)

According to the provisions of the current articles of association of the
Company, any director appointed by the Board either to fill a casual vacancy
or as an addition to the Board shall hold office until the next following annual
general meeting of the Company and shall then be eligible for re-election.
Furthermore, at each annual general meeting, one-third of the directors for
the time being (or, if their number is not three (3) or a multiple of three (3),
then the number nearest to but not exceeding one-third) shall retire from
office by rotation provided that notwithstanding anything therein, the chairman
of the board and/or the managing director of the Company shall not, whilst
holding such, be subject to retirement by rotation or be taken into account in
determining the number of directors to retire in each year. Accordingly, as at
the date of this annual report, Mr. Yip Seng Mun, being the Chairman of the
Company, and Mr. Yip Heon Wai, being the Managing Director, are not subject

to retirement by rotation.

Proposed amendments to the articles of association of the Company will be
put forward to the shareholders of the Company at the forthcoming annual

general meeting in order to comply with the Code on CG Practices.
Chairman and the Managing Director

To improve independency and divisions of functions, the roles of Chairman
and the Managing Director of the Company are segregated and are not

exercised by the same individual during the year under review.

The Chairman, Mr. Yip Seng Mun, is responsible for ensuring that the Board
functions effectively and smoothly. In doing so, the Chairman ensures that
good corporate governance practices and procedures are established and
followed, and that all Directors are properly briefed and received all relevant
information prior to each meeting. The Chairman is also responsible for

overseeing the implementation of corporate strategies of the Company.

Mr. Yip Heon Wai assumes the role of the Managing Director of the Company.

He is responsible for overseeing the day-to-day operations of the Company.
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Remuneration Committee FHEEE

According to the Code on CG Practices, the Company established its ~ REMEEAFMRTRZHRE  NARENR-ZZTH
remuneration committee (“Remuneration Committee”) on 17 June 2005 with  FXB++tBRUFMEE S ([FHEES]) - W&
written terms of reference. The terms of reference of the Remuneration — E#|EHBEHE @ FWEZ B 2 BiESHEEARNA R
Committee are available on the Company’s website. The Remuneration — A A {EE R - HEE S € BIEADQ AR IB 7 IEH
Committee comprises two independent non-executive Directors of the  {TEZEHARX w+ (HFMEEE€TE) « BEHrL
Company, namely Ms. Tse Yuet Ling, Justine (Chairman of the Remuneration AR — & ITEEE A58 5L AR ©

Committee), Ms. Lai May Lun and one executive Director, Mr. Yip Heon Keung.

The principal responsibilities of the Remuneration Committee include making  #HHEE € r T EREOREMARRMEEE SR
recommendations to the Board on the Company’s policy and structure for ~ BB 2 HIERE R RERZE R SREER - URK
all remuneration of Directors and senior management and reviewing the  2EEFSTRHAZCEXBEZRENEEMATEHR
specific remuneration packages of all executive Directors and senior {TEENRSAEERE S THHTE -
management by reference to corporate goals and objectives resolved by the

Board from time to time.

During the year under review, a meeting of the Remuneration Committee ~ REIEEFE - FHZEEeRN _TTAF A +LAE
was held on 17 June 2005 for determining the responsibilities of the members  T— X &%  UEEFHNZEEXKE ZBHE o 1Hh
of Remuneration Committee. The members of Remuneration Committee also  HZE SR ENBZLAHEERSREEE 2
reviewed and discussed the policy for remuneration of Directors and the — BiER - FENEE e 8K ESBHFEEH 28T ¢
senior management. The individual attendance record of each Remuneration

Committee member is as follows:

Members Attendance
£5 HE R
Ms. Tse Yuet Ling, Justine (Committee Chairman) HARZLT (ZESE/E) 1/1
Mr. Yip Heon Keung e 1/1
Ms. Lai May Lun’ REMmAEL 0/1
The late Mr. Au Shing Kwok? (@7 B % A (B0 2 1/1
Notes: Kzt -

1 Ms. Lai was appointed as independent non-executive Director on 1 March 2006. 1 REIR-_EENE=A— ARSI ABSIEHTES -

2 The late Mr. Au passed away on 8 August 2005. 2 EBEABHIN-ZZRFENA/\HEHL -
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Nomination of Directors

The Company has not established a nomination committee. The Board is
responsible for considering the suitability of a candidate to act as a Director,
and approving and recommending the terminating of the appointment of a

Director.

The Chairman is mainly responsible for identifying suitable candidates for
members of the Board when there is a vacancy or an additional Director is
considered necessary. The Chairman will propose the appointment of such
candidates to each member of the Board for consideration and each member
of the Board will review the qualifications of the relevant candidates for
determining the suitability to the Group on the basis of his qualifications,
experience and background. The decision of appointing a Director must be
approved unanimously by the members of the Board and make

recommendation to the shareholders’ meeting for approval.

On 1 March 2006, Ms. Lai May Lun was appointed as an independent non-
executive Director of the Company by the Board. She was nominated by the
Chairman, and details of her qualifications and experience had been submitted

to the Directors for consideration.

The Company currently does not have any plan to set up a nomination

committee considering the small size of the Board.
Audit Committee

The Company established an audit committee (“Audit Committee”) on 7 March
2000 and has formulated and from time to time amended its written terms of
reference in accordance with the provisions set out in the Code on CG
Practices. The terms of reference of the Audit Committee are available on
the Company’s website. The existing Audit Committee comprised three
members, Mr. James T. Siano, Ms. Tse Yuet Ling, Justine and Ms. Lai May
Lun, and all of them are independent non-executive Directors. The Chairman

of the Audit Committee is Mr. James T. Siano.

The primary duties of the Audit Committee include the review and supervision
of the Group’s financial reporting system and internal control procedures,
review of the Group’s financial information and review of the relationship with

the auditors of the Company.
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Audit Committee (continued) EREES®@

REBEFERITMAGH - EXEEE

The Audit Committee held two meetings during the year under review. The  BIXZE&F
= BHEE@E EAT

individual attendance record of each Audit Committee member is as follows:

Members Attendance
£8 HER B
Mr. James T. Siano (Committee Chairman) James T. Sianot & (Z 8 & F /%) 2/2
Ms. Tse Yuet Ling, Justine #AREZL 2/2
Ms. Lai May Lun' REmE L 0/2
The late Mr. Au Shing Kwok? [ 7 Bl 2 A (B0 2 1/2
Notes: HisE -

1 Ms. Lai was appointed as independent non-executive Director on 1 March 2006. 1 BUTHR-TEF=-A—BEZEABIIFNTES -

2 The late Mr. Au passed away on 8 August 2005. 2 BEACBHNR-_ESZ=THRENA//\BEI -

The Group’s unaudited quarterly and interim results and audited annual results ~ AEEHE-—TENE=-A=+—BILEE 7 RKE
during the year ended 31 March 2006 have been reviewed by the Audit R R E R B EEEE D CHEEES
Committee, which was of the opinion that the preparation of such results  @%# - EXE SR ARSLEF BB oL
complied with the applicable accounting standards and requirements and ARESR - BEHELHEE

that adequate disclosure has been made.

External Auditors INEE A% EY BT

The Audit Committee of the Company is responsible for considering and KA FIEZEZE S8 B EEREZINEREEN 2 ZE
reviewing the appointment of the external auditors and reviewing any non- & E iz NS BREM P 1T 2 (E (A JEAZ BBk 6L © BFERX
audit functions performed by the external auditors, including whether such  JEZ8isc & B E AR D R IEBEE K RFIFE o
non-audit functions could lead to any potential material adverse effect on

the Company.

As the Company and Messrs. Ernst & Young (“E&Y”) were not able to reach AR A T B k&M BB ([Zox]) BEgaE s
an agreement in relation to the auditors’ remuneration for the year ended 31 TEERFE=A=T—RAIFEE RS ER
March 2006, E&Y resigned as auditors of the Company with effect from 4 %% - At Lk B ERAA T ZZEAN - BT EH
May 2006. The Company accepted the resignation of E&Y solely due to the B R4k « NATHERER AR ZE WL K2 28

cost concern, which is in line with the Company’s policy to control and reduce 32 & I 28275 & AN A T2 4 R R & LA 2R 2 B © 1R
operation costs. Pursuant to an ordinary resolution passed at the Extraordinary A ARR —EENFEFRA - +HBARTZIRELSR
General Meeting of the Company held on 25 May 2006, Messrs. RSM Nelson K& @@ T@rE R - BHREeM7 ((BHE])
Wheeler (“RSM”) were appointed as the auditors of the Company to fill the  EZE(F AR QT 2 ZEED - LUER A KBHTFTES
casual vacancy arising from the resignation of E&Y and to hold office until > gerfzesh - FHER QT ET I REBAFEAS

the conclusion of the forthcoming annual general meeting of the Company. R Ao
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External Auditors (continued)

During the year under review, the Group was required to pay an aggregate
of HK$380,000 to RSM for their audit services. There was no significant

non-audit service assignment undertaken by RSM during the year.

Directors’ and Auditors’ Responsibility for the Financial
Statements

The Directors acknowledge their responsibilities for the preparation of the
financial statements of the Group and ensure that the financial statements
are in accordance with statutory requirements and applicable accounting
standards. The Directors also ensure the timely publication of the financial

statements of the Group.

The statements of the external auditors of the Company, RSM, about their
reporting responsibilities on the financial statements of the Group are set out

in the section “Report of the Auditors” of this annual report.
Internal Control

The Board conducted a review of its system of internal control periodically to
ensure it is effective and adequate. The Board convened meetings periodically
to discuss financial, operational and compliance controls and risk
management functions. The Directors are of the view that the existing system

of internal control is effective and adequate to the Group.
Investor Relations

The Company has disclosed all necessary information to the shareholders in
compliance with GEM Listing Rules. The Directors convene the annual general

meeting each year to meet the shareholders and answer to their enquiries.

The Company also communicates to its shareholders through its annual,
interim and quarterly reports. The Directors, Company Secretary or other
appropriate members of senior management also respond to inquiries from

shareholders and investors on a timely basis.
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Report of the Auditors #ZZ{EMHK&E

RSM Nelson Wheeler
EOEOE E N B O

Certified Public Accountants

To the shareholders of
Prosten Technology Holdings Limited

(Incorporated in the Cayman Islands with limited liability)

We have audited the financial statements on pages 47 to 100 which have
been prepared in accordance with accounting principles generally accepted

in Hong Kong.
Respective responsibilities of directors and auditors

The Company’s directors are responsible for the preparation of financial
statements which give a true and fair view. In preparing financial statements
which give a true and fair view it is fundamental that appropriate accounting

policies are selected and applied consistently.

It is our responsibility to form an independent opinion, based on our audit,
on those financial statements and to report our opinion solely to you, as a
body, and for no other purpose. We do not assume responsibility towards or

accept liability to any other person for the contents of this report.
Basis of opinion

We conducted our audit in accordance with Hong Kong Standards on
Auditing issued by the Hong Kong Institute of Certified Public Accountants.
An audit includes examination, on a test basis, of evidence relevant to the
amounts and disclosures in the financial statements. It also includes an
assessment of the significant estimates and judgements made by the directors
in the preparation of the financial statements, and of whether the accounting
policies are appropriate to the circumstances of the Company and of the

Group, consistently applied and adequately disclosed.
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Report of the Auditors #ZZ{EMR&E

We planned and performed our audit so as to obtain all the information and
explanations which we considered necessary in order to provide us with
sufficient evidence to give reasonable assurance as to whether the financial
statements are free from material misstatement. In forming our opinion we
also evaluated the overall adequacy of the presentation of information in the
financial statements. We believe that our audit provides a reasonable basis

for our opinion.

Opinion

In our opinion the financial statements give a true and fair view of the state of
affairs of the Company and of the Group as at 31 March 2006 and of the
Group’s results and cash flows for the year then ended and have been properly

prepared in accordance with the disclosure requirement of the Hong Kong

Companies Ordinance.

RSM Nelson Wheeler

Certified Public Accountants

Hong Kong, 23 June 2006
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Consolidated Income Statement ZREiEHEK

For the year ended 31 March 2006 #HZ_-ZTZENF=A=+—HIFE

2006 2005
Notes HK$’000 HK$'000
—EEAE e
P& FET FHET
TURNOVER = 8 59,050 54,791
Cost of sales SHE R (28,230) (34,149)
Gross profit EF 30,820 20,642
Other income E bl A 8 2,752 1,877
Selling and distribution costs SHE R D SHEA (20,689) (18,796)
General and administrative expenses —RRITHAX (37,283) (42,582)
Other operating expenses HEmgamx (3,017) (3,367)
Gain on disposal of a long term investment & R & s - 9,160
LOSS FROM OPERATIONS g7y - 9 (27,417) (33,066)
Finance costs 5 E 10 (37) (43)
LOSS BEFORE TAXATION BRFiATE R (27,454) (83,109)
Taxation 18 13 274 1,300
LOSS FOR THE YEAR ATTRIBUTABLE NN
TO SHAREHOLDERS OF EEEAR
THE COMPANY ] 14 (27,180) (31,809)
LOSS PER SHARE =1 i 15
Basic A (HK5.3) (HK6.2)
centsiE Il centsiB Il
Diluted £ 3 N/A N/A
TEA N3 A
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Consolidated Balance Sheet &8 EEBER

At 31 March 2006 R=-ZFZEXF=A=+—H

2006 2005
Notes HK$’000 HK$’000
—ZTREF —TTRHE
B =E FET FHT
NON-CURRENT ASSETS ERBEE
Fixed assets EBE 16 5,007 4,415
Deposits Hk 503 716
Club debentures 2HESH 17 - 732
Available-for-sale financial assets AIHEESMEE 17 738 -
6,248 5,863
CURRENT ASSETS REBEE
Inventories eS| 19 323 3,176
Trade receivables JE U BR TR 20 20,435 17,183
Prepayments, deposits FERHIE ek
and other receivables H b B IR 4,314 6,746
Short term investments RHRIS & 21 - 1,560
Financial assets at fair value through EAFEEY R REERRR
profit or loss REZEREE 21 465 =
Pledged bank deposit BEFIRITIF R 22 441 444
Cash and bank balances & MIRITES 22 17,028 33,514
43,006 62,623
CURRENT LIABILITIES nEBEE
Trade payables FETERR 23 11,841 12,866
Provision for taxation TRIER 608 894
Amounts due to directors ERNESZHE 24 7,448 =
Amount due to a senior officer BN —2eHBE 2 5KE 24 1,624 -
Accrued liabilities, deposits received EstEaE  BEWEIe Rk
and other payables Hh S FIR 7,576 7,994
Current portion of finance lease payables Bl & M & e R IE 2 BDARER 9 - 93
29,097 21,847
NET CURRENT ASSETS REEEZRE 13,909 40,776
NET ASSETS BEEZRE 20,157 46,639
CAPITAL AND RESERVES BEAXR G
Share capital N 27 51,125 51,125
Reserves (i 29 (30,968) (4,486)
SHAREHOLDERS’ FUND BEREAR 20,157 46,639

Yip Seng Mun
Chairman
BERER

£

Yip Heon Keung
Director

@R

FE
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Consolidated Statement of Changes in Equity #r& = # 8K

For the year ended 31 March 2006 #HZE—-ZETLENF=A=+—HIFFE

Reserves 1z
Foreign
Issued Share  Statutory  currency Share  Accumu-
share  premium reserve translation option lated
capital  account fund reserve reserve losses

[35:3 R EER HEE B ZiF  Sub-total Total
TRA RER FES N EffE 3] Nt @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FEL FEL T FEL FET FEL FET

At 1 April 2004 RZZZENENA—A 51,125 339,275 ) 335 - (312,544) 27,119 78,244
Exchange differences arisingon & A E5NHBA FER 8

consolidation of overseas MEEZELERR

subsidliaries and net income RERERERL

recognised directly in equity WAFE - - - 204 - - 204 204
Loss for the year FRER - - - - - (31,809)  (31,809)  (31,809)
Total recognised income and ~~ ERERRAR

expense for the year X ag = - - 204 - (31,809) (31,605) (31,605)
At 31 March 2005 R-ZERE=A=+-H 51,125 339,275 ) 539 - (344,353) (4,486) 46,639
Exchange differences arising on 44 /8NIB 2 78k B

consolidation of overseas MEEZERZER

subsidliaries and net income MER ERER

recognised directly in equity WAFE - - = 415 = = 445 415
Loss for the year FREE - - - - - (27,180)  (27,180)  (27,180)
Total recognised income and ~~ FRERMAR

expense for the year BR s - - - 415 - (27,180)  (26,765)  (26,765)
Recognition of share-based ARG AR

payments PANE§ - - - - 283 - 283 283
At 31 March 2006 RZZEE E=f=+-H 51,125 339,275 59 954 283 (371,533) (30,968) 20,157
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Consolidated Cash Flow Statement &R & RER

For the year ended 31 March 2006 #HZ—-ZZENF=A=+—HIFE

2006 2005
HK$’000 HK$’000
—EEXRE —ETTRF
FET FH&T
CASH FLOWS FROM OPERATING REXBCRERE
ACTIVITIES
Loss before taxation bR R E B (27,454) (33,109)
Adjustments for: KRB TSSIA
Share-based payments PARR 2 B 28 2 5Kk 283 -
Finance costs MEER 37 43
Interest income A EUA (918) (834)
Investment income TEBA (406) (507)
(Gain)/loss on disposal of fixed assets HEBEEEE (k) B (4) 7
Gain on disposal of a long term investment HERBIEE R - (9,160)
Gain on disposal of financial assets at fair HERATEEIRREERRERE
value through profit or loss Z e REE R (25) =
Depreciation e 1,835 2,204
Reversal of allowance for doubtful debts R AR A B 1% (1,218) -
Allowance for doubtful debts REREE 79 1,028
Allowance for inventories FEHER - 586
Operating loss before working capital changes ‘& & & & B &) a1 2 L& &5 18 (27,791) (39,742)
Decrease in deposits and club debentures/ e REMES AHEES
available-for-sale financial assets BEER D 207 121
Decrease in inventories FERD 2,641 6,317
(Increase)/decrease in trade receivables FEUR AR 2 (38 0) R (2,113) 3,059
Decrease in prepayments, deposits and other ~ FBAFUIE « 514 K EHA
receivables JE W IR R A 2,432 381
Decrease in short term investments/financial R E RATEETER
assets at fair value through profit or loss FEHREECCRMEERD 1,120 6,984
Decrease in trade payables JE 1~ BR SRR (1,025) (1,042)
Increase in amounts due to directors BN E S 2 FRIAE I 7,448 -
Increase in amount due to a senior officer BN —R e R 8 2 FIAE 1,624 -
(Decrease)/increase in accrued liabilities, EstaE - EWEI &Rk
deposits received and other payables H A AT FRIE O A) 180 (418) 2,049
Exchange differences arising on consolidation — 42&/BINHE A TR E AL
of overseas subsidiaries i 32 340 192
Cash used in operations RAREEXEB 2 RE (15,535) (21,681)
Interest received 2 UF & 918 834
Investment income received B IS E B A 406 507
Interest paid BERFE (37) (43)
Hong Kong profits tax refunded REHBFEH - 503
Overseas taxes refunded R [EFINEIR - 558
Overseas taxes paid EfEINRIE (12) (109)
Net cash used in operating activities KEEBEA RS FE (14,260) (19,431)
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Consolidated Cash Flow Statement (continued) 2SR ERER (&)

For the year ended 31 March 2006 #HZE—-ZETLENF=A=+—HIFFE

2006 2005
HK$’000 HK$'000
—EERE —ETRF
FET FHET
CASH FLOWS FROM INVESTING REEKCHESRE

ACTIVITIES
Purchases of fixed assets BAETEE (2,146) (2,412)
Proceeds from disposal of fixed assets HEBEEEMSHIE 10 5
Release of pledged bank deposits fRBR B IR TIER 3 2,919
Decrease in non-pledged time deposits placed BB AR RARG =18 A4

at financial institutions with original maturity BB A & B 2

of more than three months when acquired IR TE HA T 50R - 33,144
Net cash (used in)/from investing activities WEER (BA) B 2HEeF8 (2,133) 33,656
CASH FLOWS FROM FINANCING MEXBE2HERE

ACTIVITIES
Capital element of finance lease rental MEMSHNE2 2

payments PN S (93) (133)
Net cash used in financing activities MEXBHA RS FH (93) (133)
NET (DECREASE)/INCREASE IN CASH ReRBSZSEY RD)

AND CASH EQUIVALENTS 3 HnFEER (16,486) 14,092
Cash and cash equivalents at beginning of year F#z3E 4 RESEEY 33,514 19,422
CASH AND CASH EQUIVALENTS AT END FRZESRESEEY

OF YEAR 17,028 33,514
ANALYSIS OF BALANCES OF CASH AND ReERBASEEYERDINT

CASH EQUIVALENTS
Cash and bank balances RE MIRTTHERR 17,028 33,514

EERBERERAT —22AesR  OS1
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Balance Sheet EE& &R

At 31 March 2006 R=-ZFZEXF=A=+—H

2006 2005
Notes HK$’000 HK$’000
—ZTREF —TTREF
B =E FET FHT
NON-CURRENT ASSETS ERBEE
Interests in subsidiaries A SIENGIPA: F 18 20,900 47,381
CURRENT ASSETS REBEE
Prepayments, deposits and other FERHIE ek
receivables H b B IR 209 145
Cash and bank balances R RIRTTAE R 22 9 56
218 201
CURRENT LIABILITIES REAE
Accrued liabilities and other payables FERTEE R H AR 5RIE 968 1,415
NET CURRENT LIABILITIES REEEFE (750) (1,214)
NET ASSETS BEEZRE 20,150 46,167
CAPITAL AND RESERVES BEAXR G
Share capital N 27 51,125 51,125
Reserves s 29 (30,975) (4,958)
SHAREHOLDERS’ FUND BERER 20,150 46,167

Yip Seng Mun
Chairman
EER

FE

Yip Heon Keung
Director

@

BF
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Notes to Financial Statements Bf#& 3R &% Mzt

For the year ended 31 March 2006 #HZE—-ZETLENF=A=+—HIFFE

General

The Company was incorporated in the Cayman Islands as an exempted
company with limited liability under the Companies Law of the Cayman
Islands. The address of its registered office is Century Yard, Cricket
Square, Hutchins Drive, P.O. Box 2681 GT, George Town, Grand
Cayman, British West Indies. The address of its principal place of
business is Room 1506, 15/F., Tai Tung Building, 8 Fleming Road,
Wanchai, Hong Kong. The Company’s shares are listed on the Growth
Enterprise Market (the “GEM”) of the Stock Exchange of Hong Kong
Limited (the “Exchange”).

The Company is an investment holding company. The principal
activities of its subsidiaries are set out in note 18 to the financial

statements.

Basis of Preparation of Financial Statements

These financial statements have been prepared in accordance with Hong
Kong Financial Reporting Standards (“HKFRSs”) issued by the Hong
Kong Institute of Certified Public Accountants (“HKICPA”), accounting
principles generally accepted in Hong Kong and the applicable
disclosures required by the Rules Governing the Listing of Securities on
the GEM of the Exchange (the “GEM Listing Rules”) and by the Hong

Kong Companies Ordinance.

These financial statements have been prepared under the historical cost
convention, as modified by the revaluation of certain investments which

are carried at their fair values.

The preparation of financial statements in conformity with HKFRSs
requires the use of certain key assumptions and estimates. It also
requires management to exercise its judgements in the process of
applying the accounting policies. The areas involving critical judgements
and areas where assumptions and estimates are significant to these

financial statements, are disclosed in note 5 to the financial statements.

— R

ARAA—ERHASESRIERSFHB A RNATE
MAKZZ e ARAGF - R FEHit R
Century Yard, Cricket Square, Hutchins Drive,
P.O. Box 2681 GT, George Town, Grand Cayman,
British West Indies ° H = £ & i B /EHE
BT IEMAR B8R AR AE 16181506 ° AN A
ZBEIREEBE R Z AR AR ([B32F]) &l
FMR(TEIZEMR]) £ -

AARR—EREERAT - HBARZEE
EBHN T BIHRKME8

MHHmRZMEERE

ZEWBHRRIBRERBESHNAE ([FES
SR RE]) B FAMFBERRER ([FEMH
FR¥RER]) - TR L ERN 2G5 R B R AT
ZRIFERES EARA (TR EHARA)) BE
BREURGIER 2 WERTEMmE -

ZEM MR IIBIBE LI AEPIRE - WES
ETRATFEEIIGRZEREZEBMELERT -

AT AT BUHRRER 2 M ERRERER
ETEEBRERMGE - TEREEEREASE
HEBIER E I - B RS K Bt A A%
EMBHREAFBEHEEBRRRMAFOEE  ER
BATG R M BRI R -

EERBERERAT —2TAEFE D3
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Notes to Financial Statements (continued) B #&3R %R MisE @

For the year ended 31 March 2006 #HZ—-ZZENF=A=+—HIFE

3. Adoption of New and Revised HKFRSs

In the current year, the Group has adopted all the new and revised
HKFRSs issued by the HKICPA that are relevant to its operations and
effective for accounting periods beginning on or after 1 January 2005.
The adoption of these new and revised HKFRSs did not result in
substantial changes to the Group’s accounting polices and amounts

reported for the current year and prior years except as stated below.

(a) Financial instruments
The adoption of HKAS 32 Financial Instruments: Disclosure and
Presentation and HKAS 39 Financial Instruments: Recognition and
Measurement has resulted in a change in the accounting policy
relating to the classification of financial assets at fair value through

profit or loss and available-for-sale financial assets.

HKAS 39 does not permit to recognise, derecognise and measure
financial assets and liabilities in accordance with this standard on
a retrospective basis. The Group applied the previous Statement
of Standard Accounting Practice (“SSAP”) 24 Accounting for
Investments in Securities to investments in securities for the 2005
comparative information. The adjustments required for the
accounting differences between previous SSAP 24 and HKAS 39

are determined and recognised at 1 April 2005.
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Notes to Financial Statements (continued) B R R KTz @)

For the year ended 31 March 2006 #HZE—-ZETLENF=A=+—HIFFE

3. Adoption of New and Revised HKFRSs (continued) 3. BETET RAIERT 2 BB MIS R IRAER @
(b) Share-based payment (b) UBRHBHERZLAR
The adoption of HKFRS 2 Share-based Payment has resulted in TN E AV ISR EERIZE 25 ARMD AR Z
change in the accounting policy for share options. Prior to this, NP ESHERECSHBREE - Tt
the grant of share options did not result in a charge to the income 2RI BT e Bk e
statement. Upon the adoption of HKFRS 2, the fair value of share B) o RNERINVE BRI 5 R B 25712 -
options at grant date is amortised over the relevant vesting periods AR B A B 2 N B E A 18R 55 8 2R
and expensed to the income statement. By WRNBmRIEARSE -
The adoption of HKFRS 2 resulted in an increase in share option ERAN 7 8 B 75 R R AE B 25 25 B B B AR
reserve and resulted in changes in the amounts reported in the f#Ign - BB RERMReEB/ENT
financial statements as follows: BE
2006 2005
HK$’000 HK$’'000
TEBERE —EERF
FBT FAT
Increase in share option reserve A AR R 18 R 4 1 283 =
Increase in general and
administrative expenses — M R AT 2 g0 283 -
Increase in basic loss per share TR E AR E IR (HKO0.06) -
centsiE Il
The Group has not applied the new HKFRSs that have been issued REEN R EREBMAERER 2T
but are not yet effective. The application of these new HKFRSs TS FRERZER o FE AL SR S B AS FR E
will not have material impact on the consolidated financial Al e HAREE 2476 IS ImaEKEAN
statements of the Group. T

EERBERERAT —2TAEFE DD
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Notes to Financial Statements (continued) B #&3R %R MisE @

For the year ended 31 March 2006 #HZ—-ZZENF=A=+—HIFE

4. Principal Accounting Policies 4.

The principal accounting policies applied in the preparation of these

financial statements are set out below.

(@) Consolidation
The consolidated financial statements include the financial
statements of the Company and its subsidiaries made up to 31
March. Subsidiaries are entities over which the Group has control.
Control is the power to govern the financial and operating policies
of an entity so as to obtain benefits from its activities. The existence
and effect of potential voting rights that are currently exercisable
or convertible are considered when assessing whether the Group

has control.

Subsidiaries are fully consolidated from the date on which control
is transferred to the Group. They are de-consolidated from the

date the control ceases.

The gain or loss on the disposal of a subsidiary represents the
difference between the proceeds of the sale and the Group’s share
of its net assets together with any goodwill or capital reserve relating
to the subsidiary which was not previously charged or recognised
in the consolidated income statement and also any related

accumulated foreign currency translation reserve.

Inter-company transactions, balances and unrealised profits on
transactions between Group companies are eliminated. Unrealised
losses are also eliminated unless the transaction provides evidence
of an impairment of the asset transferred. Accounting policies of
subsidiaries have been changed where necessary to ensure

consistency with the policies adopted by the Group.

In the Company’s balance sheet the interests in subsidiaries are
stated at cost less allowance for impairment losses. The results of
subsidiaries are accounted for by the Company on the basis of

dividends received and receivable.
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Notes to Financial Statements (continued) B R R KTz @)

For the year ended 31 March 2006 #HZE—-ZETLENF=A=+—HIFFE

4. Principal Accounting Policies (continued)

(b) Business combination and goodwill

(c)

The purchase method of accounting is used to account for the
acquisition of subsidiaries by the Group. The cost of an acquisition
is measured as the fair value of the assets given, equity instruments
issued and liabilities incurred or assumed at the date of exchange,
plus costs directly attributable to the acquisition. Identifiable assets,
liabilities and contingent liabilities of the subsidiary in an acquisition
are measured at their fair values at the acquisition date. The excess
of the cost of acquisition over the Group’s share of the net fair
value of the subsidiary’s identifiable assets, liabilities and contingent
liabilities is recorded as goodwill. Any excess of the Group’s share
of the net fair value of the identifiable assets, liabilities and
contingent liabilities over the cost of acquisition is recognised in

profit or loss.

Goodwill is tested annually for impairment and carried at cost less
accumulated impairment losses. Impairment losses of goodwill are
recognised in profit or loss and are not subsequently reversed.
Goodwill is allocated to cash-generating units for the purpose of

impairment testing.

Foreign currency translation

()  Functional and presentation currency
Items included in the financial statements of each of the
Group’s entities are measured using the currency of the
primary economic environment in which the entity operates
(the “functional currency”). The consolidated financial
statements are presented in Hong Kong dollars, which is the

Company'’s functional and presentation currency.
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Notes to Financial Statements (continued) B #&3R %R MisE @

For the year ended 31 March 2006 #HZ—-ZZENF=A=+—HIFE

4. Principal Accounting Policies (continued)

(c) Foreign currency translation (continued)

(i)

(i)

Transactions and balances in each entity’s financial statements
Transactions in foreign currencies are translated into the
functional currency using the exchange rates prevailing on
the transaction dates. Monetary assets and liabilities in foreign
currencies are translated at the rates ruling on the balance
sheet date. Profits and losses resulting from this translation

policy are included in the income statement.

Translation differences on non-monetary items, such as equity
instruments held at fair value through profit or loss, are
reported as part of the fair value gain or loss. Translation
difference on non-monetary items, such as equities classified
as available-for-sale financial assets, are included in the fair

value reserve in equity.

Translation on consolidation

The results and financial position of all the Group entities that
have a functional currency different from the Company’s
presentation currency are translated into the Company’s

presentation currency as follows:

— assets and liabilities for each balance sheet presented
are translated at the closing rate at the date of that

balance sheet;

— income and expenses for each income statement are
translated at average exchange rates (unless this average
is not a reasonable approximation of the cumulative
effect of the rates prevailing on the transaction dates, in
which case income and expenses are translated at the

exchange rates on the transaction dates); and
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Notes to Financial Statements (continued) B R R KTz @)

For the year ended 31 March 2006 #HZE—-ZETLENF=A=+—HIFFE

4. Principal Accounting Policies (continued)

(c) Foreign currency translation (continued)
(iiiy Translation on consolidation (continued)
— all resulting exchange differences are recognised in the

foreign currency translation reserve.

On consolidation, exchange differences arising from the
translation of the net investment in foreign entities and of
borrowings are recognised in the foreign currency translation
reserve. When a foreign operation is sold, such exchange
differences are reocogised in the consolidated income

statement as part of the profit or loss on disposal.

Goodwill and fair value adjustments arising on the acquisition
of a foreign entity are treated as assets and liabilities of the

foreign entity and translated at the closing rate.

(d) Fixed assets
Fixed assets are stated at historical cost less accumulated

depreciation and impairment losses.

Subsequent costs are included in the asset’s carrying amount or
recognised as a separate asset, as appropriate, only when it is
probable that future economic benefits associated with the item
will flow to the Group and the cost of the item can be measured
reliably. All other repairs and maintenance are expensed in the
income statement during the financial period in which they are

incurred.
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Notes to Financial Statements (continued) B #&3R %R MisE @

For the year ended 31 March 2006 #HZ—-ZZENF=A=+—HIFE

4. Principal Accounting Policies (continued)

(d) Fixed assets (continued)
Depreciation of fixed assets is calculated at rates sufficient to write
off their cost less their residual values over the estimated useful
lives on a straight-line basis. The principal annual rates are as

follows:

Leasehold buildings 2.5% or over the lease terms,
whichever is shorter
Leasehold improvements 30% or over the lease terms,

whichever is shorter

Office equipment 30%
Computer equipment 30%
Furniture and fixtures 20%
Motor vehicles 30%

The assets’ residual values and useful lives are reviewed, and

adjusted if appropriate, at each balance sheet date.
The gain or loss on disposal of fixed assets is the difference

between the net sales proceeds and the carrying amount of the

relevant asset, and is recognised in the income statement.
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Notes to Financial Statements (continued) B R R KTz @)

For the year ended 31 March 2006 #HZE—-ZETLENF=A=+—HIFFE

4. Principal Accounting Policies (continued)

(e) Leases

)

(i)

Operating leases

Leases in which a significant portion of the risks and rewards
of ownership are retained by the lessor are classified as
operating leases. Payments made under operating leases
(net of any incentives received from the lessor) are expensed
in the income statement on a straight-line basis over the

period of the lease.

Finance leases

Leases that substantially transfer to the Group all the risks
and rewards of ownership of assets, other than legal title,
are accounted for as finance leases. At the inception of the
lease, the finance lease is capitalised at the lower of the fair
value of the leased asset or, if lower, the present value of the

minimum lease payments.

Lease payments are allocated between the capital and
finance charges. The corresponding rental obligations, net
of finance charges, are recorded as obligations under finance
leases. Finance charges are charged to the income statement

in proportion to the capital balances outstanding.

(i)
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Notes to Financial Statements (continued) B #&3R %R MisE @

For the year ended 31 March 2006 #HZ—-ZZENF=A=+—HIFE

4. Principal Accounting Policies (continued)

(f

(9)

Deferred development costs

All research costs are charged to the income statement as incurred.

Expenditure incurred on projects to develop new products is
capitalised and deferred only when the projects are clearly defined;
the expenditure is separately identifiable and can be measured
reliably; there is reasonable certainty that the projects are technically
feasible; and the products have commercial value. Product
development expenditure which does not meet these criteria is

expensed when incurred.

Deferred development costs are stated at cost less any impairment
losses and are amortised, using the straight-line method, over the
expected useful lives of the underlying products subject to a
maximum period of three years, commencing from the date when

the products are available as to use.

The unamortised balance of development costs is reviewed at the
end of each year and is written off to the extent that the unamortised
balance, taken together with further development and directly

related costs, is no longer likely to be recovered.

Inventories

Inventories are stated at the lower of cost and net realisable value.
Cost is determined using the first-in, first-out basis. The cost of
finished goods and work in progress comprises raw materials,
direct labour and an appropriate proportion of all production
overhead expenditure, and where appropriate, subcontracting
charges. Net realisable value is the estimated selling price in the
ordinary course of business, less the estimated costs of completion

and the estimated costs necessary to make the sale.
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Notes to Financial Statements (continued) B R R KTz @)

For the year ended 31 March 2006 #HZE—-ZETLENF=A=+—HIFFE

4. Principal Accounting Policies (continued)

(h)

Investments

Investments are recognised and derecognised on a trade date
basis where the purchase or sale of an investment is under a
contract whose terms require delivery of the investment within the
timeframe established by the market concerned, and are initially
measured at fair value, plus directly attributable transaction costs
except in the case of financial assets at fair value through profit or

loss.

Investments other than held-to-maturity investments are classified
as either financial assets at fair value through profit or loss or

available-for-sale financial assets.

Financial assets at fair value through profit or loss are either
investments held for trading or designated as at fair value through
profit or loss upon initial recognition. These investments are
subsequently measured at fair value. Gains or losses arising from
changes in fair value of these investments are included in profit or

loss for the period.

Available-for-sale financial assets are investments not classified
as held-to-maturity investments or financial assets at fair value
through profit or loss. Available-for-sale financial assets are
subsequently measured at fair value. Gains or losses arising from
changes in fair value of these investments are recognised directly
in equity, until the investments are disposed of or are determined
to be impaired, at which time the cumulative gains or losses
previously recognised in equity are included in profit or loss for the
period. Impairment losses recognised in profit or loss for equity
investments classified as available-for-sale financial assets are not
subsequently reversed through profit or loss. Impairment losses
recognised in profit or loss for debt instruments classified as
available-for-sale financial assets are subsequently reversed if an
increase in the fair value of the instruments can be objectively
related to an event occurring after the recognition of the impairment

loss.
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Notes to Financial Statements (continued) B #&3R %R MisE @

For the year ended 31 March 2006 #HZ—-ZZENF=A=+—HIFE

4. Principal Accounting Policies (continued)

(i)

)

(k)

U]

Trade and other receivables

Trade and other receivables are recognised initially at fair value
and subsequently measured at amortised cost using the effective
interest method, less allowance for impairment. An allowance for
impairment of trade and other receivables is established when there
is objective evidence that the Group will not be able to collect all
amounts due according to the original terms of receivables. The
amount of the allowance is the difference between the asset’s
carrying amount and the present value of estimated future cash
flows, discounted at the effective interest rate. The amount of the

allowance is recognised in the income statement.

Cash and cash equivalents

Cash and cash equivalents represent cash at bank and on hand,
demand deposits with banks and other financial institutions, and
short-term highly liquid investments which are readily convertible
into known amounts of cash and subject to an insignificant risk of
change in value. For the purpose of the cash flow statement, bank
overdrafts which are repayable on demand and form an integral
part of an Group’s cash management are also included as a

component of cash and cash equivalents.

Trade and other payables

Trade and other payables are stated initially at their fair value and
subsequently measured at amortised cost using the effective
interest method unless the effect of discounting would be

immaterial, in which case they are stated at cost.

Revenue recognition
Revenue is recognised when it is probable that the economic
benefits will flow to the Group and when the revenue can be

measured reliably, on the following bases:

(i)  from the sale of goods, when the significant risks and rewards
of ownership have been transferred to the buyer, provided
that the Group maintains neither managerial involvement to
the degree usually associated with ownership, nor effective

control over the goods sold;
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Notes to Financial Statements (continued) B R R KTz @)

For the year ended 31 March 2006 #HZE—-ZETLENF=A=+—HIFFE

4. Principal Accounting Policies (continued)

() Revenue recognition (continued)

(i)

)

installation, system development and system design service
income, e-commerce solutions and related IT consultancy
service income, and mobile value added service income, when

the relevant services have been rendered; and

interest income, on a time proportion basis taking into account
the principal outstanding and the effective interest rate

applicable.

(m) Employee benefits

)

(i)

(i)

Employee leave entitlements

Employee entitlements to annual leave and long service leave
are recognised when they accrue to employees. A provision
is made for the estimated liability for annual leave and long
service leave as a result of services rendered by employees

up to the balance sheet date.

Employee entitlements to sick leave and maternity leave are

not recognised until the time of leave.

Pension obligations

The Group contributes to defined contribution retirement
schemes which are available to all employees. Contributions
to the schemes by the Group and employees are calculated
as a percentage of employees’ basic salaries. The retirement
benefit scheme cost charged to the income statement

represents contributions payable by the Group to the funds.

Termination benefits

Termination benefits are recognised when, and only when,
the Group demonstrably commits itself to terminate
employment or to provide benefits as a result of voluntary
redundancy by having a detailed formal plan which is without

realistic possibility of withdrawal.
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Notes to Financial Statements (continued) B #&3R %R MisE @

For the year ended 31 March 2006 #HZ—-ZZENF=A=+—HIFE

4. Principal Accounting Policies (continued)

(n)

(o)

(p)

Share-based payments

The Group issues equity-settled share-based payments. Equity-
settled share-based payments are measured at fair value (excluding
the effect of non market-based vesting conditions) at the date of
grant. The fair value determined at the grant date of the equity-
settled share-based payments is expensed on a straight-line basis
over the vesting period, based on the Group’s estimate of shares
that will eventually vest and adjusted for the effect of non market-

based vesting conditions.

Government grants
Government grants are recognised at their fair value where there
is reasonable assurance that the grant will be received and all

attaching conditions will be complied with.

Taxation
Income tax expense represents the sum of the tax currently payable

and deferred tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from profit as reported in the income statement
because it excludes items of income or expense that are taxable
or deductible in other years and it further excludes items that are
never taxable or deductible. The Group’s liability for current tax is
calculated using tax rates that have been enacted or substantively

enacted by the balance sheet date.

Deferred tax is recognised on differences between the carrying
amounts of assets and liabilities in the financial statements and
the corresponding tax bases used in the computation of taxable
profit, and is accounted for using the balance sheet liability method.
Deferred tax liabilities are generally recognised for all taxable
temporary differences and deferred tax assets are recongised to
the extent that it is probable that taxable profits will be available
against which deductible temporary differences can be utilised.
Such assets and liabilities are not recognised if the temporary
difference arises from goodwill or from the initial recognition (other
than in a business combination) of other assets and liabilities in a
transaction that affects neither the taxable profit nor the accounting

profit.
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Notes to Financial Statements (continued) B R R KTz @)

For the year ended 31 March 2006 #HZE—-ZETLENF=A=+—HIFFE

4. Principal Accounting Policies (continued)

(p)

(a)

Taxation (continued)

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries except where
the Group is able to control the reversal of the temporary difference
and it is probable that the temporary difference will not reverse in

the foreseeable future.

The carrying amount of deferred tax assets is reviewed at each
balance sheet date and reduced to the extent that it is no longer
probable that sufficient taxable profits will be available to allow all

or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to
apply in the period when the liability is settled or the asset is realised,
based on tax rates that have been enacted or substantively enacted
by the balance sheet date. Deferred tax is charged or credited to
profit or loss, except when it relates to items charged or credited
directly to equity, in which case the deferred tax is also dealt with

in equity.

Deferred tax assets and liabilities are offset when there is a legally
enforceable right to set off current tax assets against current tax
liabilities and when they related to income taxes levied by the same
taxation authority and the Group intends to settle its current tax

assets and liabilities on a net basis.

Segment reporting

A segment is a distinguishable component of the Group that is
engaged either in providing products and services (business
segment), or in providing products or services within a particular
economic environment (geographical segment), which is subject

to risks and rewards that are different from those of other segments.

In accordance with the Group’s internal financial reporting, the
Group has determined that business segments be presented as
the primary reporting format and geographical as the secondary

reporting format.
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Notes to Financial Statements (continued) B #&3R %R MisE @

For the year ended 31 March 2006 #HZ—-ZZENF=A=+—HIFE

4. Principal Accounting Policies (continued)

(q) Segment reporting (continued)

(r)

Segment revenue, expenses, results, assets and liabilities include
items directly attributable to a segment as well as those that can
be allocated on a reasonable basis to the segment. Unallocated
costs represent corporate expenses. Segment assets consist
primarily of fixed assets, inventories and trade receivables. Segment
liabilities comprise operating liabilities. They exclude items such

as taxation and corporate borrowings.

Segment revenue, expenses, results, assets and liabilities are
determined before intra-group balances and intra-group
transactions are eliminated as part of the consolidation process,
except to the extent that such intra-group balances and
transactions are between group enterprises within a single
segment. Inter-segment pricing is based on similar terms as those

available to other external parties.

Segment capital expenditure is the total cost incurred during the
period to acquire segment assets (both tangible and intangible)

that are expected to be used for more than one period.

In respect of geographical segment reporting, sales are based on
the countries in which customers are located. Total assets and

capital expenditure are based on where the assets are located.

Related parties

Two parties are considered to be related if one party has the ability,
directly or indirectly, to control the other party, or exercise significant
influence over the other party in making financial and operating
decisions. Parties are also considered to be related if they are
subject to common control or common significant influence.
Related parties may be individuals (being members of key
management personnel, significant shareholders and/or their close
family members) or other entities and include entities which are
under the significant influence of related parties of the Group where
those parties are individuals, and post-employment benefit plans
for the benefit of employees of the Group or of any entity that is a

related party of the Group.
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Notes to Financial Statements (continued) B R R KTz @)

For the year ended 31 March 2006 #HZE—-ZETLENF=A=+—HIFFE

4. Principal Accounting Policies (continued)

(s)

Impairment of assets

At each balance sheet date, the Group reviews the carrying
amounts of its tangible and intangible assets to determine whether
there is any indication that those assets have suffered an
impairment loss. If any such indication exists, the recoverable
amount of the asset is estimated in order to determine the extent
of the impairment loss (if any). Where it is not possible to estimate
the recoverable amount of an individual asset, the Group estimates
the recoverable amount of the cash generating unit to which the

asset belongs.

Recoverable amount is the higher of fair value less costs to sell
and value in use. In assessing value in use, the estimated future
cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time

value of money and the risks specific to the asset.

If the recoverable amount of an asset (or cash-generating unit) is
estimated to be less than its carrying amount, the carrying amount
of the asset (cash-generating unit) is reduced to its recoverable
amount. An impairment loss is recognised immediately in profit or
loss, unless the relevant asset is carried at a revalued amount, in

which case the impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying
amount of the asset (cash-generating unit) is increased to the
revised estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying amount
that would have been determined had no impairment loss been
recognised for the asset (cash-generating unit) in prior years. A
reversal of an impairment loss is recognised immediately in profit
or loss, unless the relevant asset is carried at a revalued amount,
in which case the reversal of the impairment loss is treated as a

revaluation increase.
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Notes to Financial Statements (continued) B #&3R %R MisE @

For the year ended 31 March 2006 #HZ—-ZZENF=A=+—HIFE

4. Principal Accounting Policies (continued)

(t)

(u)

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or amount
when the Group has a present legal or constructive obligation
arising as a result of a past event, it is probable that an outflow of
economic benefits will be required to settle the obligation and a
reliable estimate can be made. Where the time value of money is
material, provisions are stated at the present value of the

expenditures expected to settle the obligation.

Where it is not probable that an outflow of economic benefits will
be required, or the amount cannot be estimated reliably, the
obligation is disclosed as a contingent liability, unless the probability
of outflow is remote. Possible obligations, whose existence will
only be confirmed by the occurrence or non-occurrence of one or
more future events are also disclosed as contingent liabilities unless

the probability of outflow is remote.

Events after the balance sheet date

Events after the balance sheet date that provide additional
information about the Group’s position at the balance sheet date
or those that indicate the going concern assumption is not
appropriate are adjusting events and are reflected in the financial
statements. Events after the balance sheet date that are not

adjusting events are disclosed in the notes when material.
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Notes to Financial Statements (continued) B R R KTz @)

For the year ended 31 March 2006 #HZE—-ZETLENF=A=+—HIFFE

5. Critical Judgements and Key Estimates

In the process of applying the accounting policies, management has
made the following judgements that have the most significant effect on
the amounts recognised in the financial statements (apart from those

involving estimations, which are dealt with below).

(a) Useful lives and impairment assessment of fixed assets
Fixed assets are stated at cost less accumulated depreciation and
identified impairment losses. The estimation of useful lives impacts
the level of annual depreciation and amortisation recorded. Fixed
assets are evaluated for possible impairment on a specific asset
basis or in groups of similar assets, as applicable. This process
requires management’s estimate of future cash flows generated
by each asset or group of assets. For any instance where this
evaluation process indicates impairment, the relevant asset’s
carrying amount is written down to the recoverable amount and
the amount of the write-down is charged against the results of

operations.

(b) Income taxes
The Group is subject to income taxes in different jurisdictions.
Significant judgment is required in determining the provision for
income taxes. There are occasions that the tax policy currently
adopted by an entity may be subject to review based on
subsequent interpretations or for administrative reasons with
retrospective effect. The Group recognises liabilities for the different
in tax policy on the most prudent ground by assuming the worst
scenario would be resulted. Where the final tax outcome of these
inconsistencies is different from the amounts that were initially
recorded, such differences will impact the income tax in the period

when such determination is made.
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Notes to Financial Statements (continued) B #&3R %R MisE @

For the year ended 31 March 2006 #HZ—-ZZENF=A=+—HIFE

6. Financial Risk Management

The Group’s activities expose it to a variety of financial risks: foreign
currency risk, credit risk, liquidity risk and interest rate 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.

(@) Foreign currency risk
The Group has minimal exposure to foreign currency risk as most of
its business transactions, assets and liabilities are principally
denominated in Hong Kong dollars, United States dollars and
Renminbi. The Group currently does not have a foreign currency
hedging policy in respect of foreign currency debt. The Group will
monitor its foreign currency exposure closely and will consider

hedging significant foreign currency exposure should the need arise.

(b) Credit risk
The Group has no significant concentrations of credit risk. It has
policies in place to ensure that sales are made to customers with

an appropriate credit history.

The carrying amount of the trade receivables included in the
consolidated balance sheet represents the Group’s maximum

exposure to credit risk in relation to the Group’s financial assets.

The credit risk on liquid funds is limited because the counterparties
are banks with high credit-ratings assigned by international credit-

rating agencies.

(c) Liquidity risk
The Group’s policy is to regularly monitor current and expected
liquidity requirements to ensure that it maintains sufficient reserves
of cash to meet its liquidity requirements in the short and

longer term.
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Notes to Financial Statements (continued) B R R KTz @)

For the year ended 31 March 2006 #HZE—-ZETLENF=A=+—HIFFE

6. Financial Risk Management (continued) 6. SEEMEE @
(d) Interest rate risk (d) FIRE b
As the Group has no significant interest-bearing assets, the Group’s HRAEEWESE 75T EEE - MASE
income and operating cash flows are substantially independent of ZIWA R AL EIR S TREAN E T TISH R
changes in market interest rates. & BE TR
7. Segment Information 7. DEREHR
Segment information is presented by way of two segment formats: (i) DEEREREDHBAXNE2®R : () EEHBER
on a primary segment reporting basis, by business segment; and (i) on A QIEEHE : RVABEDH2HEAE - A
a secondary segment reporting basis, by geographical segment. @ 5 HB o
The Group’s operating businesses are organised and managed REFEREERIRA LB E RFRECERR
separately, according to the nature of their operations and the products RIS D RETHBAER - XEBBIBEEBH I
and services they provide. Each of the Group’s business segments P — (B AR 78 Bl Ath 25755 5 2B R B K 12 37
represents a strategic business unit that offers products and services ZEmMmMIRT 2 RIEEB B - XD MW2HE
which are subject to risks and returns that are different from those of LU

the other business segments. Summary details of the business segments

are as follows:

(@ Provision of broadband data networks and Internet backbone (@ REZHHBEEREEEEHEHR
solutions; T 2%

(b) Provision of applications software; (o) 1REFEREME

(c) Provision of e-commerce solutions and related IT consultancy () REHEFHEMRRATRFIEEAMEERZ
services; and BHRDS &

(d) Provision of mobile value added services. 0 REBRSILERS -

In determining the Group’s geographical segments, revenues are EMEE AR B[R 5 R - 9 EBEIGHERE P

attributed to the segments based on the location of the customers, FEMNEFE  RoBELEEREEMEMNE

and assets are attributed to the segments based on the location of the FTE o

assets.
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Notes to Financial Statements (continued) B #&3R %R MisE @

For the year ended 31 March 2006 #HZ—-ZZENF=A=+—HIFE

7. Segment Information (continued) 7. DEIEHR @
(a) Business segments (a) EHKHI
The following tables present revenue, loss and certain asset, liability TREJAEEEB A2 W= - BERE
and expenditure information for the Group’s business segments. TEE BERAZER -
Group
rEH
Provision of
Provision of e-commerce
broadband solutions
data networks and related IT
and Internet Provision of consultancy services Provision of
backbone solutions applications RUETHE mobile value
RUESAHBELR software BRARREEANHE added services Total
ERBTBERRATER REERERS BB 2B AR RUEBBRERK by
2006 2005 2006 2005 2006 2005 2006 2005 2006 2005
HK$'000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HKS000  HK$000  HK$000
ZBERF —TTHF ZBERE —TTHF ZBERE _ITHF ZBERE _TTHF ZBERE _TTIRF
TR THL TiEn THr TR ThEL TiEn T AR ThEL

Segment revenue: Al

Sales to external ETFIMD

customers ®F 5,341 15,170 22 234 538 5,411 53,149 33,976 59,050 54,791

Segment restts BT 143 (4217) 7 (128) 354 42 5886 878 7680  (3,0%5)
Unallocated expenses KALER (87,849)  (41,078)
Other income HitA 2,752 1,877
Gain on disposal of a HERH

long term investment KBk - 9,160
Loss from operations LeEER (27,417)  (33,066)
Finance costs BBER (87) (43)
Loss before taxation BRABE (27,454)  (33,109)
Taxation it 274 1,300
Loss for the year FNER (27,180)  (31,809)
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Notes to Financial Statements (continued) B R R KTz @)

For the year ended 31 March 2006 #HZE—-ZETLENF=A=+—HIFFE

7. Segment Information (continued) 7. DEER @
(a) Business segments (continued) (a) ZEHKHI (&)
Group
rEE
Provision of
Provision of e-commerce
broadband solutions
data networks and related IT
and Internet Provision of consultancy services Provision of
backbone solutions applications RUETHE mobile value
RUEERUBEER software BARRREEANE added services Corporate and Other Total
HREIRERARR RIEERHH BB ZEARS RUEBEEERS AAREM @zt

M6 2005 006 205 06 205 A6 2005 2006 2005 06 205
HKSO0  HKSO0  HKSO00  HKS000  HKSO00  HKS000  HKSO000  HKSOOD  HKSO00  HKSOO0  HKSO00  HKS000
SERAE CTIEE CEEAE CITNF CEEAF 3T CEEAF 2IRF CREAE IIEF CEERE C3IE6

THL TR TAR TR TAR  TEr  TAR  TET AR AR TR TaR

Segment assets PHVEE 2,611 7,110 - = 1,054 885 19419 16,439 - - 23084 24434
Unallocated assets RABMEE 26,170 44,052 26,170 44,052
Total assets #EE 26,170 44052 49,254 68,486
Segment liabilities PHEE 13,038 12,831 216 209 1,077 1,416 2,118 1,978 - = 16,449 16,434
Unallocated liabilties FARAE 12,648 5413 12,648 5413
Total liabilities BafE 12,648 5413 29,007 21,847

Other segment information: 5 H&#} :

Depreciation bk 14 315 - 6 2 169 746 876 1,073 838 1,835 2,204
Gain on disposal of a HERE

long term investment #ElE - - - = - - - - - (9,160) - (9,160)
Allowance for doubtful RS

debts 79 168 - - - 860 - - - - 79 1,028
Allowance for inventories ~ FEE# - 322 - 264 - - - - - - - 586
Bad debts written off b b - - - - - - - 280 - - - 280
Capital expenditure BRRY - 23 - - - - 1,080 1,144 1,278 2,580 2,358 3,747

EERBERERART —2TAEER (D
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For the year ended 31 March 2006 #HZ—-ZZENF=A=+—HIFE

7. Segment Information (continued) 7. DEIEHR @
(b) Geographical segments (b) HESHI
Over 90% of the Group’s revenue and assets are derived from ERANEEQQ% A El R EEREFE 2
customers and operations based in the PRC and accordingly, no BPERER  BEE —SPREAEEM R
further analysis of the Group’s geographical segments is disclosed. DER 2 A DT o
8. Turnover and Other Income 8. EEBRHMUWA
Turnover represents the net invoiced value of goods sold, after EEBIEE L EE MR RERBEIRES
allowances for returns and trade discounts, business tax, where Il - X (WER) B2 BRFE - MEEE
applicable, and services rendered. All significant intra-group transactions AARMZEARZERGE R

have been eliminated on consolidation.

An analysis of the Group’s turnover and other income is as follows: AEEERBERAEAMBAZTAT :
2006 2005
HK$’000 HK$’000
—EEXRF T AHF
FERT T
Turnover: = L
Sale of goods EmiEE 4,809 14,739
Services rendered TR AR 54,241 40,052
59,050 54,791
Other income: HA A
Interest income A2 A 918 834
Investment income ‘ERA 406 507
Exchange gain B 3 e - 493
Gain on disposal of fixed assets o B E & E W e 4 -
Gain on disposal of financial assets at HERAFEEYRREERRERE
fair value through profit or loss 2 & BEE 2 W 25 -
Gain on disposal of short term &SRR E
investments Wz - 20
Reversal of allowance for doubtful debts 5B & # a4 1,218 -
Others EAh 181 23
2,752 1,877
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For the year ended 31 March 2006 #HZE—-ZETLENF=A=+—HIFFE

9. Loss from Operations 9. REEIE
The Group’s loss from operations is arrived at after charging/(crediting): NEBZEEBREHRGEA) THlgHER
S
2006 2005
HK$’000 HK$’000
—EEXRE —ETTRF
FExT FHET
Cost of inventories sold ELTFERA 4,005 11,480
Depreciation e 1,835 2,204
Minimum lease payments under KETHERIK
operating leases: HERK
Land and buildings T RAEF 6,833 6,996
Auditors’ remuneration ZEETE & 380 550
Staff costs (excluding directors’ BIA (T E1E
remuneration (note 11)): =S (FIsE11))
Wages and salaries TERHS 16,692 20,216
Share-based payments LARR (D B 7S 2 153K 130 -
Pension scheme contributions RIKEFT B 2,276 2,990
Severance payments BEE 55 171
19,153 23,377
Loss on disposal of fixed assets & EE A EEE - 7
Bad debts written off AR - 280
Allowance for doubtful debts REREH 79 1,028
Allowance for inventories FEHEER - 586
Refund of business tax and LR IR ET
value added tax* R (78) (233)
Research and development costs** Tiff 75 K A B Ak AR 2,518 1,357
* The current year’s refund of business tax in the amount of HK$71,000 * AEEEFERHEFEAT1,0008T (ZFTRF :
(2005: HK$227,000) represented the financial subsidy granted by the PRC 227,000 7T) 45 1 B T #46 P IR 2 B 7
governmental authority. The subsidy was determined based on the B o SZIAMHB) YR AN SR B E v — R o B 2 A
business tax paid by one of the Group’s subsidiaries in the PRC and is PR & ETRETE - WIRHFANZ L XM -
offset against the business tax charged during the year.
** Research and development costs are included in “Other operating * HRRABEKASEERS BaR [ EBEER
expenses” on the face of the consolidated income statement and included | —g&ih - R EEE TKA2,518,0008 7T (=
staff costs of HK$2,518,000 (2005: HK$1,357,000) which is also included ZTTHF :1,857,00047T) * ZHEEIRAE R
in the total staff costs disclosed separately above. ER L BITHREZE IR ANEER -

EERBERERAT —STAEFR (1
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For the year ended 31 March 2006 #HZ—-ZZENF=A=+—HIFE

10. Finance Costs 10. MK EA
2006 2005
HK$’000 HK$’000
—EEREF —TTRF
FExT FH&T
Interest on bank overdrafts and other loan 81735 3% & E i & 5 F 2 35 33
Interest expense on a finance lease BEME 2 FEMRS 2 10
37 43
11. Directors’ Remuneration 11. EEME
Directors’ remuneration disclosed pursuant to the GEM Listing Rules RIRBIZER ER B RESRFHEHIE 161162
and Section 161 of the Hong Kong Companies Ordinance. The HERBRESHE - ENHERN\E (CEZR
emolument paid or payable to each of the eight (2005: seven) directors F:ER)EBEZEZHFEMDANAT ¢
is as follows:
Salaries, other Pension
allowances and scheme 2006
benefits in kind  contributions Total
Fees e Hit BIKEEE —EERE
e EFEUHRBEYFZE R st
HK$’000 HK$’000 HK$’000 HK$’000
T FHT T T
Executive directors HITES
Mr. Yip Seng Mun ERER A - 2,872 - 2,872
Mr. Yip Heon Ping L - 3,776 12 3,788
Mr. Yip Heon Wai BRI E - 2,234 12 2,246
Mr. Yip Heon Keung e - 3,197 12 3,209
Independent non-executive BYIFHITES
directors
Mr. James T. Siano James T. Sianost 4 - - - -
Ms. Tse Yuet Ling, Justine H#AR L 115 - - 115
Ms. Lai May Lun® BEmELO 8 - - 8
The late Mr. Au Shing Kwok @A B S A (B ) @ 63 - - 63
186 12,079 36 12,301
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For the year ended 31 March 2006 #HZE—-ZETLENF=A=+—HIFFE

11. Directors’ Remuneration (continued) 1. EEME @
Salaries, other Pension
allowances and scheme 2005
benefits in kind  contributions Total
Fees e Hit EBIAREETE —EERF
e RUREWRZ ™ #at
HK$’000 HK$’000 HK$’'000 HK$’'000
FHT TFHT FHET FHET
Executive directors HITES
Mr. Yip Seng Mun EEREE - 2,898 - 2,898
Mr. Yip Heon Ping B4 - 4,076 51 4,127
Mr. Yip Heon Wai EmHETE - 2,190 51 2,241
Mr. Yip Heon Keung A58 S A - 3,138 50 3,188
Independent non-executive BYFEHITES
directors
Mr. James T. Siano James T. Siano%t 4 - - - -
Ms. Tse Yuet Ling, Justine @ A+ 30 - - 30
The late Mr. Au Shing Kwok® @B ST A (B H) O 150 - - 150
180 12,302 152 12,634
()  Ms. Lai May Lun was appointed as independent non-executive director () BEBERIN-ZETEF=A—BEZEREL
on 1 March 2006. EHITES -
(i) The late Mr. Au Shing Kwok passed away on 8 August 2005. iy EABLEEHBR_Z=ZRHFEN\A/\HEH -
There was no arrangement under which a director waived or agreed to FRIET T ESWNENRBBNETMMNE 2
waive any remuneration during the year. ZHE o
During the year, no emoluments were paid by the Group to the directors FERN - ANEBENEAES S (T EAESEAESGE
as an inducement to join, or upon joining the Group, or as compensation HEMA G sSENMBAREEFRS 2 EEBE2
for loss of office. HE -

EEMBERERAT —2TAEER 19
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For the year ended 31 March 2006 #HZ—-ZZENF=A=+—HIFE

12. Five Highest Paid Employees 12.

The five highest paid employees during the year included four (2005:
four) directors, details of whose remuneration are set out in note 11
above. Details of the remuneration of the remaining one (2005: one)

non-director, highest paid employee are set out below:

hfuREHMES

FRAUKSFHEERENML (CEZTREF
A B - EFHSFBHN EXHEN - Rtk
—L(ZTERF ) FEFRSFHEEZ
M FFITEINT

2006 2005
HK$’000 HK$’000
—®¥AE  -TTHA
FET T
Salaries, other allowances and e HERMR
benefits in kind EYF = 1,771 2,140
Pension scheme contributions RIKEETEIHR 12 27
1,783 2,167
13. Taxation 13. Bi1E
2006 2005
HK$’000 HK$’000
—®¥AE  -TTHA
FET T
Current year provision: NEZRA -
Hong Kong BB - =
Elsewhere Hfth i [ 6 41
6 41
Hong Kong profits tax refunded REHBFEH - (508)
PRC tax refunded RO AR EFIE - (558)
Overprovision in prior years T EBEREE (286) (286)
Underprovision in prior years FEBETR 6 6
Tax written back for the year A P 7 T [o] (274) (1,300)

Hong Kong profits tax has not been provided as the Group did not
generate any assessable profits arising in Hong Kong during the year
(2005: Nil). 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.
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For the year ended 31 March 2006 #HZE—-ZETLENF=A=+—HIFFE

13. Taxation (continued)

A reconciliation of the tax credit applicable to loss before taxation using
the statutory tax rates for the countries in which the Company and its
subsidiaries are domiciled to the tax credit at the effective tax rate is as

follows:

13. BIE (5

SUERNARR R EME A RRERR ZEEHR
KA E 2 BB AT E 1R 2 BRI S IR B R B K 5
B2HBERZHENT

2006 2005
HK$’000 HK$’'000
—EEXRE ZTTARF
FEx FHET
Loss before taxation bR AT E 1B (27,454) (33,109)
Tax at the Hong Kong statutory tax BEBEEMEIT5%TEZ
rate of 17.5% B (3,805) (3,181)
Tax at the Mainland China statutory tax 2 B K e VA FE B R 33 % 5t &
rate of 33% ZTiIE (1,883) (4,926)
Lower applicable tax rate enjoyed AEE=ZAZRIEER
by the Group = 987 2,681
Estimated tax effect of net expenses T T TE B =R A s ) s 1S AT 10
that are not deductible in determining F S F 8 2 (AR RIS
taxable profit % 3,722 3,539
Estimated tax losses not recognised REMR 2 (AT HIREE 985 1,928
Hong Kong profits tax refunded REFBF S - (503)
PRC tax refunded R [E AR EFIR - (558)
Adjustment in respect of current tax of BB AARBEITRIBEL
previous periods 2R (280) (280)
Tax credit at the Group’s effective tax rate  IZAREEERHERTE 2 FHEE R (274) (1,300)

A Group’s subsidiary operating in the PRC is adjudicated as a “& %
fiT{i>%” by the PRC governmental authority. In accordance with a notice
issued by the PRC governmental authority, the subsidiary is entitled to
a subvention on 3.5% of its assessable profits for the period from 1
January 2005 to 31 December 2005 when all attaching conditions are

complied with.

There was no unprovided deferred tax in respect of the year and at the
balance sheet date (2005: Nil).

IR B — 7R R B A 2 BT B /A R R B R AT 4
RARE AR BMTEE] o BREPEBTHETR
HZ AN - GNRZ P B A BlERK AT MRS 2 IR M
BFEREES_ZTERF A —HE-_ZZ1HF
T A=+ AR ERBEN23.5%
SRAL o

REERREEAMETMABREETHE
(=T RHE : #) -

REMBERERAR —ZTXNFFER
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14.

15.

Loss for the Year

The loss attributable to shareholders for the year ended 31 March 2006
dealt with in the financial statements of the Company was
HK$26,300,000 (2005: HK$31,657,000).

Loss per Share

The calculation of basic loss per share amount for the year ended 31
March 2006 is based on the Group’s loss attributable to shareholders
of HK$27,180,000 (2005: HK$31,809,000) and the weighted average

number of 511,250,000 ordinary shares in issue throughout the year.

A diluted loss per share amount for each of the year ended 31 March
2006 and 2005 has not been presented, as the share options
outstanding had an anti-dilutive effect on the basic loss per share for

these years.
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FREBE

FARNDAPHEREAREE 2HE-_TTNF
= A=+—H I FEREELEE 26,300,000
BT (ZEZRF © 31,657,00087T) ©

BRER

BE-_ZT A=+ ALFEZEREXR
B8 - TR B 2 IR R FE (5 E51527,180,0007
T (ZZZRE : 31,809,000/ 7T) BERND T
TR 2 IEFHE511,250,0000% @A ETE -

b

i

E—ETERER_ETERF=_A=1+—HIt®
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For the year ended 31 March 2006 #HZE—-ZETLENF=A=+—HIFFE

16. Fixed Assets 16. BEEE
Group
rEE
Office and
computer
Leasehold equipment,
building in furniture
Mainland Leasehold and fixtures
China improvements A= EE Motor
ERE R HE  RE KM vehicles Total
ZHERF MIFELE - HEERE AE @t
HK$’000 HK$'000 HK$'000 HK$'000 HK$’000
FHT THT FHT T THT
Cost: BAE :
At 1 April 2004 BA:? ZNFEMA—H = 1,643 24,734 1,730 28,107
Additions NE 1,385 202 1,860 300 3,747
Disposals HE - (11) (922) - (933)
Exchange alignment b R - 10 40 8 58
At 31 March 2005 RZZTEREF
—A=+—H 1,385 1,844 25,712 2,038 30,979
At 1 April 2005 RZZEERFMNA—H 1,385 1,844 25,712 2,038 30,979
Additions NE - 143 2,215 - 2,358
Disposals HE - - (807) - (807)
Exchange alignment b R - 44 219 35 298
At 31 March 2006 RZTTREF
=A=+—H 1,385 2,031 27,339 2,073 32,828
Accumulated depreciation R FER
and impairment: HE
At 1 April 2004 RZZTZEMEFEMNA—H - 1,385 22,514 1,336 25,235
Provided during the year FRRE 3 224 1,743 234 2,204
Disposals e - (11) (910) - (921)
Exchange alignment b 5 EE - 10 28 8 46
At 31 March 2005 RZZETREF
=HA=+—H 3 1,608 28,816 1,578 26,564
At 1 April 2005 RZZEZERAFMNA—H 3 1,608 28,816 1,578 26,564
Provided during the year FRRE 35 148 1,442 210 1,835
Disposals HE - - (801) = (801)
Exchange alignment b 5 EE - 44 144 35 223
At 31 March 2006 RZZEEREF
=HA=+—H 38 1,800 24,160 1,823 27,821
Net book value: BRERE !
At 31 March 2006 RZTEREF
—A=+—H 1,347 231 3,179 250 5,007
At 31 March 2005 RZTTRF
=A=+—H 1,382 236 2,337 460 4,415
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For the year ended 31 March 2006 #HZ—-ZZENF=A=+—HIFE

16.

17.

Fixed Assets (continued)

The Group’s leasehold building situated in Mainland China is held under

long term lease.

The net book value of the Group’s fixed assets held under a finance
lease included in the total amount of motor vehicles at 31 March 2005,

amounted to approximately HK$160,000.

Club Debentures/Available-for-sale Financial Assets

As mentioned in note 3(a), from 1 April 2005 onwards, non-trading
securities i.e. club debentures have been reclassified to available-for-
sale financial assets in accordance with the requirements of HKAS 39.
At 31 March 2005, the club debentures amounted to HK$732,000.

The directors consider that the carrying amount of available-for-sale

financial assets approximates their fair value.

16.

17.

BEEEE (#)

AEBURFEAM 2 BERTFRERMEE
A o

AEERERMERAERAGCECTEEZRAF
B BER_ZETERF=_A=1+—HRELHAE
160,000/ L 2 /T & ©

BfifES THLESREE

WK FSEFTH - E—TTHRFMA—HE « 3
BEEHZS AIgMES ERBEESSTERIE39
SR BEEMOEAAEEESREE - RZF
ZRFE=-A=1T—H  EFREHEFEE732,000

BT e

EERRAHLESREE 2 RMESBEERE 2
NFEERS -

18. Interests in Subsidiaries 18. RIIB AR Z s
Company
P NN
2006 2005
HK$’°000 HK$’000
—®¥AE  -TTRA
FHE T FHET
Unlisted shares, at cost JE_ETRRAD 2 B AR 27,445 27,445
Due from subsidiaries FEUS B B A Al 7R I8 356,305 359,078
383,750 386,523
Impairment losses REEE (362,850) (339,142)
20,900 47,381

The amounts due from subsidiaries are unsecured, interest-free and

will not be repayable within the next twelve months.
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For the year ended 31 March 2006 #HZE—-ZETLENF=A=+—HIFFE

18. Interests in Subsidiaries (continued)

Particulars of the Company’s principal subsidiaries as at the balance

sheet date are as follows:

18. KRB QR (&)

REEHR » XA

el

IZMBARZFHENAT

Place of
incorporation/

establishment and Issued and Percentage of
operations fully paid equity interest
and kind of share capital/ attributable to
legal entity registered capital the Company
HEMRL, LR EBTR N
Subsidiary EEMER BERE AR A< 25 Principal activities
5= NG| EEEREME o fift AR s Bkt FEEK
Prosten (BVI) Limited British Virgin 21,025 100 Investment holding
Islands, ordinary shares BEER
limited liability of US$1
company 21,0250%
HERELEHS - BREE1ET
BEREEAF 2 E Rk
Prosten Technology Co. Hong Kong, 1,000,000 100 Trading of computer
Limited limited liability ordinary shares equipment, software
RENBEERAR company of HK$1 each development, system
B 1,000,0008% integration and system
EREAELNT] BRAEE1ET development consulting
= 5l BEEBRE - M
M RGBS
ES il S
Prolink Technology Hong Kong, 5 ordinary shares 100 Investment holding
Limited limited liability of HK$1 each HEER
company SRR ZAREE1 ST
BE =5 5ili
EREERH
Worldly Limited Hong Kong, 10,000 100 Investment holding
limited liability ordinary shares and provision of
company of HK$1 each consultancy services
B - 10,0008% BB IR AR v s AR 7S
BREFEAR BiREEVST
2 E AR

REMBERERAR —ZTXNFFER
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18. Interests in Subsidiaries (continued) 1

8. RHKEAXR &S @

Place of
incorporation/
establishment and Issued and Percentage of
operations fully paid equity interest
and kind of share capital/ attributable to
legal entity registered capital the Company
MR, LR ERTR QB FEAG
Subsidiary EEMER HBEBRAR IR AR Principal activities
= N EEEREME AR A Bt FEXEK
Prosten Technology PRC, US$3,500,000 100 Trading of computer
(Shanghai) Co., Ltd. wholly-foreign 3,500,000% 7T equipment, software
RESRBARE owned development, system
(E8) BRAR] enterprise with integration, system
limited liability development consulting
RE - SN EE and provision of mobile
BREEAR value added services
BEEBRE - M
& RGBS -
ES ek Sl S E e
B E IR E RS
Unison Networking Services PRC, US$1,500,000 100 Provision of network
(Shanghai) Co., Ltd. wholly-foreign 1,500,000% 7T engineering, maintenance,
#EE A s BT PR 7 owned management, assessment
(E8) BRAR] enterprise with services and related
limited liability e-business consulting
HE - SNESEE services
BEREEAT IREHEKR TR - M

EIE - FPE RS R AR
FAE T B B AR

Other than Prosten (BVI) Limited, all other subsidiaries are indirectly

held by the Company.

The above table lists the subsidiaries of the Company which, in the
opinion of the directors, principally affected the results for the year or
formed a substantial portion of the net assets of the Group. To give
details of other subsidiaries would, in the opinion of the directors, result

in particulars of excessive length.
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19. Inventories 19. B&
Group
M
2006 2005
HK$’000 HK$'000
TEBERF ZETREF
FERT FATT
Work in progress ER M 29 166
Finished goods IRk o 294 3,010
323 3,176
20. Trade Receivables 20. EEYER
Trade receivables, which generally have credit terms pursuant to the REEBEENZHEE  BUREXR—RHEEEE
provisions of the relevant contracts, are recognised and carried at original HY o EIRRIZRRIRE R 28 T AR RS -
invoice amount, and an estimate for doubtful debts is made and WAE AT REUR I H 2 S BB E I RER AT - 12
deducted when collection of the full amount is no longer probable. Bad T LAFIBR o EEAR BRSO 3 AR A ES o
debts are written off as incurred.
An aged analysis of the Group’s trade receivables as at the balance REEREE B 2 RUIERT R EER) 2 iR
sheet date, net of allowances, is as follows: AHTAT -
Group
AREE
2006 2005
HK$’000 HK$'000
—®BAE  -TTA4
FER FAT
0 -90 days 0Z£90H 13,490 11,005
91 — 180 days 91£180H 3,481 4,449
181 — 365 days 181E365H 2,576 1,248
Over 365 days #AiB365H 888 481
20,435 17,183
The directors consider that the carrying amount of trade receivables EERAERER RS EERKSE 2 AT EE
approximates their fair value. MHE -
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21.

Short Term Investments/Financial Assets at Fair Value
through Profit or Loss

Short term investments as at 31 March 2005 are investment funds
outside Hong Kong stated at fair value. Upon the application of HKAS
39 on 1 April 2005, short term investments were designated as financial
assets at fair value through profit or loss. There were no such

redesignation in 2005 as retrospective application of HKAS 39 is not

21.

BHRE RATEESNRRERRR
BRECTREE

R-BZRRF=A=+—HzZEHRETDEEN
SMARFEEIIRZIRERES - N -_ZETAFH
A—HEREEGEAIEINRE - MHRER
BRERRAFEEIRIEERRGE . SRE
E - ARENEABTE S EREISRAL TR

permitted. o T RAFUEELLENRE -
22. Cash and Bank Balances 22. BE&RBITEH
Group Company
r&E b
2006 2005 2006 2005
HK$000 HK$'000 HK$'000 HK$'000
—BERE “ZZRE “BERE “ZTRE
TER THET TER THET
Cash and bank balances Re RiRT6EH 17,469 33,958 9 56
Less: Pledged deposit B RITEEZ
for banking facilities FEREFH
(note 25) (Fit7E25) (441) (444) - -
17,028 33,514 9 56

At the balance sheet date, the cash and bank balances of the Group
denominated in Renminbi (“RMB”) amounted to approximately
HK$4,014,000 (2005: HK$2,541,000). The RMB is not freely convertible
into other currencies, however, under the PRC Foreign Exchange Control
Regulations and Administration of Settlement, Sale and Payment of
Foreign Exchange Regulations, the Group is permitted to exchange
RMB for other currencies through banks authorised to conduct foreign

exchange business.
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23. Trade Payables 23. B

An aged analysis of the Group’s trade payables as at the balance sheet REBEREE B 2 ENERERRZRESTAT ¢

date is as follows:

Group
AEE
2006 2005
HK$’000 HK$'000
ZBEARF ZETREF
FET FHB T
0 -90 days 0£90H 1,189 2,082
91 — 180 days 912180H 30 1158
181 — 365 days 181£365H 1,476 234
Over 365 days #RiE365H 9,146 10,397
11,841 12,866
The directors consider that the carrying amount of trade payables EERBENERCRASEEFE 2 AFEE
approximates their fair value. HE
24. Amount(s) due to Directors/a Senior Officer 24, BREE —EafBEZRE
The amount(s) due to directors and a senior officer are unsecured, ERESE—E2afBE I REBENERR - 28
interest free and repayable on demand. BARBMER
25. Banking Facilities 25. SRITEE
As at 31 March 2006, the Group’s banking facilities were secured by a AEBR —_EENF=A=+—HBZRTEED
bank deposit of HK$441,000 (2005: HK$444,000) and a corporate LA441,000/8 T (ZZZ A F : 444,00087T) 2
guarantee to the extent of HK$31,086,000 (2005: HK$31,199,000) RITFERERRRAARA T EE S THE AR
executed by the Company and certain subsidiaries of the Company. EH A A #£{R31,036,0008 L (T HF

31,199,000/ 7T) & BLfZ °

At 31 March 20086, the banking facilities utilised by the Group amounted RZZZEREF=A=+—8 AEBEEHAHAZRE
to approximately HK$441,000 (2005: HK$444,000). 1T E#5441,0008 T (ZZZ R F : 444,000
PEIT) °
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26. Deferred Taxation 26. ELEHIE
The Group has estimated deferred tax assets of approximately RNEE 2 (hEHEER A & E 476,995,000 7T (=
HK$6,995,000 (2005: HK$6,589,000) calculated on tax losses arising T RF : 6,589,000/87T) + TIARBEBEEZ
in Hong Kong that are available indefinitely for offsetting against future MIAE BB E o A B ERDAEER
taxable profits of the companies in which the losses arose. Deferred SHERS BT IR 2 AR BB Z IERBUR T - AREZE
tax assets have not been recognised in respect of these losses as they NRIBESEE B - St ERZESE
have arisen in subsidiaries that have been loss-making for some time. BRIELERIBEE
27. Share Capital 27. B
Shares Bz 45
2006 2005
HK$’000 HK$’000
—®BAE  —TTAE
FHET T
Authorised: EERRA
2,500,000,000 shares of 2,500,000,0008%
HK$0.10 each BREE0.10E T2 K%
250,000 250,000
Issued and fully paid: BT R
511,250,000 shares of 511,250,0008%
HK$0.10 each FREEC.10E T 2% Hm 51,125 51,125
Share Options B
Details of the Company’s share option schemes and the share options RNA R BRiERT 8 RIRIRZGT 85 H 2 BBk
granted under the schemes are included in note 28 to the financial 2 FE B R B S R i 528 o
statements.
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28. Share Option Schemes

The Company’s share option scheme which was adopted on 7 March
2000 (the “Old Scheme”) was terminated and replaced by a new share
option scheme approved by the shareholders at the extraordinary
general meeting of the Company held on 9 April 2002 (the “New
Scheme”). The options granted under the Old Scheme remain

exercisable within their respective exercise periods.

A summary of the Old Scheme and the New Scheme is set out below:

(@) Old Scheme

The Company operates a share option scheme for the purpose of
providing incentives and rewards to eligible participants who
contribute to the success of the Group’s operations. Eligible
participants include the Company’s directors and employees of
the Group. Under the Old Scheme, the board was authorised, at
its absolute discretion, to grant options to the Company’s directors
and employees of the Group, to take up options to subscribe for
ordinary shares of the Company. The Old Scheme became effective
for a period of 10 years commencing on the listing of the Company’s
shares on the GEM of the Exchange on 28 March 2000.

28.

BT &

R_ZFTTE= A ARM AR R ERE S
(IE5H 8 BER =T _FMANBRITZAR
RIBCRIFRIR S AR 1 Ko PARCR L/ 2 # B AAR
FHE (Mt ) B - RIBER IR 2 IR RtE
DRAIRBZITEBATTRE -

EHBRFHEZBERIIMT :

(a) EFHE

ARRRAE —HBRESE - B ESERE
B AREE 2 RIS SR BRI A E1R 2
HE - AEBLRERERATNESTRAEASE
BES - RIBEBIGT  EFSERED
EMEREAARRESRAEEREERY
IR - EMBRERBANFZES
g - EFFEIRNARRRMNN -ZEZTZF =R
TN\ BEBRFTAIZEAR A BIRA 4K -
BHE10%F -

REMBERERAR —ZTXNFFER
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28. Share Option Schemes (continued)

(b) New Scheme

The New Scheme became effective for a period of 10 years
commencing on 23 April 2002. Under the New Scheme, the
directors may, at their sole discretion, grant to any eligible
participants options to subscribe for ordinary shares of the
Company at the higher of (i) the closing price of shares of the
Company on the GEM as stated in the Exchange’s daily quotation
sheet on the date of the offer of grant; or (i) the average closing
price of the shares of the Company on the GEM as stated in the
Exchange’s daily quotation sheets for the five trading days
immediately preceding the date of the offer of grant; and (iii) the
nominal value of the share. The offer of a grant of options may be
accepted within 21 days from the date of the offer. A nominal
consideration of HK$1 is payable on acceptance of the grant of
an option. The exercise period of the options granted is
determinable by the directors, and commences after a certain
vesting period and ends in any event not later than 10 years from
the date of the offer on which the offer for grant of the option is

made, subject to the provisions for early termination thereof.

The total number of shares which may be allotted and issued upon
exercise of all options to be granted under the New Scheme is an
amount equivalent to 10% of the shares of the Company in issue
as at the date of the extraordinary general meeting held on 9 April
2002.

The maximum number of securities to be allotted and issued upon
the exercise of all outstanding options granted and yet to be
exercised under the New Scheme and any other share option
schemes of the Group must not in aggregate exceed 30% of the
relevant class of securities of the Company in issue from time to

time.
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28. BIREESTE (@

(b)

et El

MEtEE T —FWA-+=BRKRE
- BEA10GF o IRIBFETE] - ERA 2R
BEREME BERDEERHERE - AUR()
REAR L B EE 2 B REE FARFIA
REIRMDTERIZER 2 W B ¢ k(i) ZHEEL
R B SR AER S B ERRES
FRAIAR R RIRMDIERIZER < FHHMTE : K&
(INRDEEZER A= E BE) REAR
Al EiEAR o BRI BIRIEE L 2 BR &
ZR)EHEAE21 B o BEANEIRERA S T RE
AREVET - IREREZTEARAE
EET  WARESBRERLG - REEM
B TARIR S A A% LE 2 ISR B A 2 4
ZEH BB R0FER °

RAR BT IR 2 A B A T T (R T
AR R R 3T 2 B in 4R8N - HEA AENE
ERRFEIASRTRAH_ZZ_FHAN
B2zARREETRGD210% °

RAREHTET 8 AN B A B A 2
BT R T AT(8 Z PR R AR I TR 2 BE AR
RETEME TREERETZEFRSH
B - MWEAHATNBRTRERTZIARAE
BAXARIRE 7 230% °
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For the year ended 31 March 2006 #HZE—-ZETLENF=A=+—HIFFE

28. Share Option Schemes (continued) 28. BIRRESTE (%)

The following share options were outstanding under the Old Scheme FANEF BN RAREBITE 2 BRENT -

during the year:

Number of share options Price of Company's shares™*
ERE"E Date of Exercise period  Exercise price RRARAER™
At 1 April Lapsed  At31 March share options of share options  of share options At re-grant At exercise
Name or category 2005 during 2006 re-granted* re-granted re-granted™  date of options date of options
of participant RZZE1E theyear ~ W-EENE fE ERBRE ERERE RERE RERE
SREHLNER mA-A FR&% ZR=t-H ERAM T RER i ERAH fikRE
HKS HKS HKS
B B B
Directors
g=
Mr. Yip Seng Mun 6,000,000 = 6,000,000 22 August 2001 22 August 2001 to 040 040 NA
SRRAEE “55-£/\A=1ZH 21 August 2011 TR
ZER-E)\A-tRE
“E——£\A=t-H
Mr. Yip Heon Ping 6,300,000 - 6,300,000 22 August 2001 22 August 200110 040 040 N/A
EqTis “3E-5)\A-fZA 21 August 2011 R
i S =
“E——£\A=t-A
Mr. Yip Heon Wai * 5,300,000 - 5,300,000 22 August 2001 22 August 200110 040 040 N/A
st e STV e = 21 August 2011 Il
ZEEEN\AZfZRE
“5——E/\A=1+-H
Mr. Yip Heon Keung 5,300,000 - 5,300,000 22 August 2001 22 August 2001 to 040 040 NA
M@t “2T-E)\A=t2H 21 August 2011 T
ZSEEN\AZfZRE
“E—E5\A-t-H
22,900,000 = 22,900,000
Other employees
EfbieR
In aggregate 4,585,000 (120,000) 4,465,000 22 August 2001 2 August 200110 040 040 NA
At “3E-5)\A-fZA 21 August 2011 R
“EE-£/\AZ+ZAE
“E——£\A=t-8
27,485,000 (120,000) 27,365,000
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28. Share Option Schemes (continued)

The following share options were outstanding under the New Scheme

during the year:

28. BBIRESTE @)

FRFET BN RETE 2 BRAENT

Number of share options Exercise Price of Company’s shares***
EREHE Date of Exercise period price of RARRAER™
At1 April Granted Lapsed  At31 March share options of share options ~ share options At grant At exercise
Name or category 2005 during during 2006 granted * granted granted™  date of options date of options
of participant R-%%1% the year theyear R-EENE ki RAERE  RiBRE RERE NERE
SREEEIER mA-A EREH Ep&%  =A=t-H RLAS TR LR REAH fifERH
HKS HK$ HK$
A A AR
Director
g2
The late Mr. Au Shing Kwok®* 500,000 - (500,000) - 22 May 2002 22 May 2002 o 0.26 0.26 NA
BEELEER)H ) 21 May 2012 TR
RRCERACTIRE
3
Other employees
ftRe
In aggregate 1,490,000 - (650,000) 840,000 22 May 2002 22 May 2002 o 0.26 0.26 NA
ai ) 21 May 2012 TR
ZERFRAZTIRE
Z3-CERACT-H
In aggregate 5,090,000 - (2,640,000) 2,450,000 26 March 2004 26 March 2004 1o 0.10 0.10 /A
aif - )Tl 25 March 2014 TR
ZEEMEZAZT/AE
“3-RE=A-THA
In aggregate - 1,900,000 - 1,900,000 23 February 2006 23 February 2006 to 0.10 0.10 NA
A% “EENECACTZA 22 February 2016 AER
ZEINECACTZRE
R NEZACTIH
Others
it
In aggregate 1,200000 - - 1,200,000 26 March 2004 26 March 2004 to 0.10 0.10 NA
ai 1. e 25 March 2014 TR
ZEEMEZA-T/AE
“3-RE=A-THA
In aggregate - 3,000,000 - 3,000,000 24 June 2005 24 June 2005 to 0.10 0.10 NA
ai e Sk e 1 23 June 2015 AER
“EEREAACTRAZ
Z2-RERAZTER
8,280,000 4,900,000 (3,790,000) 9,390,000
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28. Share Option Schemes (continued) 28. BIRRESTE (%)

The time of acceptance of the share options was within 21 days from the
options offer date. The share options granted are subject to certain vesting
period and vary for each category of participant as specified under the

respective share option schemes.

*k

The exercise price of the share options was subject to adjustment in the
case of rights or bonus issues, or other similar changes in the Company’s

share capital.

The price of the Company'’s shares disclosed as at the date of the grant of
the share options was the Exchange’s closing price on the trading day on

the date of the grant of the share options.

i In addition to the 5,300,000 share options personally held by the director,
Mr. Yip Heon Wai, he is also deemed to be interested in the share options
held by his spouse (in her capacity as an employee of the Company) to
subscribe for 4,300,000 ordinary shares of the Company at an exercise
price of HK$0.40 within the meaning of Part XV of the SFO, and whose
exercise period is from 22 August 2001 to 22 August 2011.

s 500,000 share options lapsed following the passing away of the director,
the late Mr. Au Shing Kwok, on 8 August 2005.

At the balance sheet date, the Company had 27,365,000 and 9,390,000
share options outstanding under the Old Scheme and the New Scheme,
respectively. The exercise in full of these options would, under the present
capital structure of the Company, result in the issue of 36,755,000
additional ordinary shares of the Company, additional share capital of
HK$3,675,500, and share premium of HK$8,343,900, respectively,

before related share issue expenses.

Subsequent to the balance sheet date, a total of 70,000 share options
were lapsed under the New Scheme, following the resignation of an

employee of the Group.

Subsequent to the balance sheet date on 10 May 2006, a total of
10,980,000 share options were granted with an exercise price of
HK$0.17 per share. Out of the 10,980,000 share options granted,
10,780,000 and 200,000 share options were granted to the employees
and a consultant, respectively, to subscribe for shares of the Company

under the New Scheme.

: BREZEASESEBREZNREAAA -
RIFERBREZIZHE - R ZBRER
ETR2EEERTNE TR EBHMRR -

* BERREZTREEHBRSRAREITIAARRA
BABUS B TRE -

o REERER BT ER 2 AR RN BB TR
BRERNE R 25 BRI WHiE -

i E R E M4 ERR LA R 5,300,00017 fE AR

SN TR AR S H BB AR D RIEB & 19) T

FrREARAE 2 i - AIIRIRE F R E KB SEXVED

Eo.ztoi%ﬁZﬁ@C%a@ﬁ%zm574,300,000%%35

& ZEBRREZITESRRA T —F/\A =
+ZRAEZZE——F/\AZ+Z=HAHH -

# 500,000 BREEEEEABLE (BEH) R
ZTRE)N\AB N\ BB E R -

REER - REBEGEIRFE - ARFHHIE

365,0001% 9,390,000/ i AR T8 2 FERLAE
*E?J§$ RIZRITEARRE - BEATEMARITE
2 BRI BB AN A8 SN 1T736,755,000/% 74
N2 ERR RS REINEARS,675,500/4 7T + I
B (RARFTEBARMDETHRIZAN RGO EE
8,343,900/ 7T °

REERE  REFFERAEE —(LEEEHE
&R 2 B A 4R 28 /3 70,00017

RZZETANFRATALERR  AERWH
10,980,00013 i I #E » 1TREREAR0A7THET -
AT 2 10,980,00017 FE AR H - 10,780,000
17 12 200,00017 BRI B T B R —=ER -
AREFET EIRB AR RS o

REMBERERAR —ZTXNFFER
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28. Share Option Schemes (continued) 28. EBRRRESHE F®)
Share options granted under the Old Scheme and the New Scheme do IRIRES B R8I 2 BREN T TRE
not confer rights on the holders to dividends or to vote at shareholders’ AR EHRRRAE LIRE 2R -
meetings.

29. Reserves 29. f#iE
Group AEE
The amounts of the Group’s reserves and the movements therein for REBRFARBAFE 2 FECEREZHE
the current and prior years are presented in the consolidated statement NINRERE R ZBRA ©

of changes in equity.

Pursuant to the PRC laws and regulations, a portion of the profits of the RBEPENEGIRIAE - AEBRFBEEM S
Group’s subsidiaries which are registered in the PRC has been RElZ BN EERELTRHEERES - BEAR
transferred to the statutory reserve fund which are restricted as to use. HZRB#TERE o
Company
P NN
Share Share
premium option Accumulated
account reserve losses Total
R 1E IR BRERE 2R @5t
HK$'000 HK$'000 HK$'000 HK$'000
FET THL FAL FET
At 1 April 2004 RZTZNFR”A—H 339,275 - (312,576) 26,699
Loss for the year FREE - - (31,657) (31,657)
At 31 March 2005 R-EERFE=A=1+-8 339,275 - (344,233) (4,958)
Loss for the year FREE - = (26,300) (26,300)
Recognition of RS B Z AR
share-based payments - 283 - 283
At 31 March 2006 RZZZRF=A=1+—H 339,275 283 (370,533) (30,975)
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29. Reserves (continued)

Company (continued)

(@)

The share premium account of the Company includes (i) shares
issued at premium; and (i) the difference between the nominal
value of the shares of the Company issued in exchange for the
issued share capital of the subsidiaries and the value of the
underlying net assets of the subsidiaries at the date they were
acquired by the Company at the time of the Group reorganisation
in preparation for the listing of the Company’s shares in 2000.
Under the Companies Law (2001 Revision) of the Cayman Islands,
the share premium account is distributable to the shareholders of
the Company provided that immediately following the date on which
the dividend is proposed to be distributed, the Company will be in
a position to pay off its debts as and when they fall due in the
ordinary course of business. The share premium account may also

be distributed in the form of fully paid bonus shares.

The Company’s reserves available for the distribution comprise
the share premium account after the deduction of accumulated
losses. In the opinion of the directors, the Company had no reserve
available for distribution to shareholders as at 31 March 2006 and
2005.

30. Notes to the Consolidated Cash Flow Statement

Major non-cash transactions

Fixed assets additions for HK$212,000 in current year were transferred

from inventories.

29. f&# @

30.

AT ()

(@)

ARBZ B ERBIENREERIT R
7 RAERFRZEZETFHETAEES
ALERBAR R BRGD ERRRIRHE AR
ZEBITRAMETZARRIRN 2 HER
MBARSERRARMKE 2 B ZHEEEF
BMEZEZRE - RERSEHRERRDE (ZF
TFEFA)  BRIEERAHDIKTA
NRIZER - ERERERE D IRIE 2 B
& » ARARABRENIN A ERBEBIETER
B2 (B8 o B (B R IT A] AR AT AT
XK °

(o) AAFAMED IR Z HE R RERER IR
Z2HEEEEBK - R-TTER_TTH
F=FA=+—8 E=ERERDNTLERE
Al SR T IEER o

HmERESRERMEE

FEFRERS

RERRE E T EE 2 5 H212,0007% 7T T 8 1

BFEE -

REMBERERAR —ZTXNFFER
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31. Operating Lease Arrangements 31. REHERH
The Group leases certain of its office properties and motor vehicles AEBERBECEHERHAER R THAZYE
under operating lease arrangements. Leases for properties are RAE - KEmEEEYFE cHENRR—FE=
negotiated for terms ranging from one to three years. FIE o
At 31 March 2006, the Group had total future minimum lease payments RZZZSF=RA=1—H  AEERETAH
under non-cancellable operating leases falling due as follows: HE LSRN E M2 R R IEHE A5
A
Group
REH
2006 2005
HK$’000 HK$’000
—®BAE  —TTAE
FER T
Land and buildings: THE RIEF ¢
Within one year —FR 4,029 4,224
In the second to fifth years, inclusive FE_ZFENTF (BIEEEMRT) 1,887 1,473
5,916 5,697
Motor vehicles: B
Within one year —FR 46 333
In the second to fifth years, inclusive FIEFAF (BEEERST) - 45
46 378
5,962 6,075
The Company did not have any significant commitment under non- REER - NAREEA A HIEEEHE 2
cancellable operating leases at the balance sheet date (2005: Nil). EREAECZEZTRFE : E) o
32. Commitments 32. A&
Capital commitments contracted for BT HIFIERT X 2 B AR
Group
REH
2006 2005
HK$’000 HK$’000
—EERE —ZETRF
FER T
Investment in a subsidiary in the PRC TER—HEF R BEA A - 3,900
The Company had no significant commitment at the balance sheet date RARIREE AW BEARE (CTTRFE - 8) o
(2005: Nil).
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33.

34.

Contingent Liabilities

The Company has given a corporate guarantee in favour of a bank to
the extent of HK$31,036,000 (2005: HK$31,199,000) in respect of

banking facilities granted to certain subsidiaries of the Company.

As at 31 March 2006, the banking facilities granted to the subsidiaries
subject to this guarantee given to the bank by the Company were utilised
to the extent of approximately HK$44 1,000 (2005: HK$444,000).

Save as disclosed above, the Group has no other material contingent

liabilities.
Connected and Related Party Transactions
In addition to the transactions and balances detailed elsewhere in these

financial statements, the Group had the following material transactions

with related parties during the year:

33.

34.

HREE

RRABBRBRFARAE THERRZEIT
BhE M — R TIR (A £ 31,036,000/ 7T
(ZZZTRHE : 31,199,000/ TT) 7 A BIER o

R-ZBEXRE=ZA=+—8  BEAXFRET
REZERMETHBATZRITRECEREY
441,000/ 70 (ZZZ R F : 444,000/ 7T)

B EXPREEIN  AREUEEMBEANLNR
BfE-
BERFBEALRS

BRRZEVBRREMM AL X5 R &6
S REERFAE TIIRBRBEA L EARS

2006 2005

Notes HK$’000 HK$'000

i  —®®AE  —TTA4

FERT FH&TT

Rental expenses paid BENHERY () 655 767
Handling services fee paid ENEEREEM (i) 848 842
Rental expenses paid BENHEERAX (i) 414 414
Purchase of a motor vehicle BERE - 300

(i)  The rentals were paid in respect of the Group’s leased motor
vehicles to a related company, of which shareholders of the related
company are the father-in-law and sister-in-law of Mr. Yip Heon
Ping, a director of the Company. The directors of the Company
have confirmed that the monthly rentals were calculated by

reference to the then prevailing open market rental value.

(i) Handling services fee paid represented the fee charged on services
provided by a related company in handling the Group’s mobile
value added services, of which shareholders of the related company
are the father-in-law and sister-in-law of Mr. Yip Heon Ping, a
director of the Company. The fee was charged according to the

terms of an agreement dated 20 August 2003.

() FARESDIRAKER-FHEELAREES
Bt ZEEARBRRIIARRESEE
AFEEZEXREF - ARRERDHE
R BAN2RBERZ ARMERE °

(i) BNERREERE —HEEQRRERSE
BB ELERSTNER BA - ZBEAR
ZRRRTIAABERE R T L4 2 ERX RS
T AABRANRERHA-TZT=F/)\A
Z T B2 iR R UER e
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34. Connected and Related Party Transactions (continued) 3. BEREREALIRS @&

(i) The rentals were paid in respect of the Group’s leased staff quarter (iy BREBSTIHAEBAANRABESEMLAESL
situated in Hong Kong to Mr. Yip Heon Wai, a director of the EREEZFERBHEEI/EMIN o &
Company, and his wife. The directors of the Company have AREEBER - ARNSRERARMER
confirmed that the monthly rental was calculated by reference to B o

the then prevailing open market rental value.

35. Events after the Balance Sheet Date 35. FEHREE
Pursuant to a placing and subscription agreement dated 18 May 2006, BERZZZRFRATN\BZEE RRERZ
51,125,000 ordinary shares of HK$0.10 each of the Company were AABNEERT AR A—BBILE=HRE
issued by way of top-up placing at the price of HK$0.14 per share for 51,125,000 FAXE{EO. 10/ 7T 2 AR - bAIR
cash to an independent third party (the “Placing”). S ERIEBOA4ET ((REEHE]) -
The total of 51,125,000 placing shares represent 10% of the Company’s BRI in & £ A51,125,0008% @ 1EARARIAER &
issued share capital before the Placing (511,250,000 ordinary shares) EIFFIE B TARA (511,250,000/% E38A%) 10%
and approximately 9.09% of its enlarged issued share capital of the EARRKREEETERERZEBITERAR
Company after the Placing (562,375,000 ordinary shares). The net (562,375,0004% & 3BA%) £99.09% ° BL&E FIB ZFT
proceeds from the Placing was approximately HK$7,000,000. The 1S5 FREAY 47,000,000/ 7T © B iBEER KD 2
placing by transfer of shares was completed on 25 May 2006 and the REER=ZTTNFRAA-THATK ' MEE
top-up subscription was completed on 26 May 2006. B2 RENER =TT NFRAH/SBER ©

36. Comparative Amounts 36. hEB&HE
The comparative figures were audited by another firm of Certified Public LR F S BB BIN— M E ST TEZ
Accountants in Hong Kong. Certain comparative figures have been AETHRETEEENHE  UREARFEZZ
reclassified to conform with current year’s presentation. WA o

37. Approval of the Financial Statements 37. MBWR2%E
The financial statements were approved and authorised for issued by PR BRERRA—EENFE AT =REERTZ
the board of directors on 23 June 20086. HE R IR -
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