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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 @ 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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Chairman’s
Statement

On behalf of the board of directors (the “Board”) of the Company, | am pleased to present the Annual
Report of the Company and its subsidiaries (collectively the “Group”) for the financial year 1 April 2007 to
31 March 2008.

Accomplishments

The year 2007 to 2008 was an extraordinary year for the Group’s 19 years of history. We have not only
become prominent in the mobile search sector, but have also proven that using music search on the
launch pad was an excellent strategy which led to a profitable partnership with the China Mobile. Our
product and technical teams which have earned us a PRC Patent for our Natural Language Mobile
Search Engine. In the last 12 months, 120 million mobile search users used our services. With enabled
mobile Search Engine Marketing (“SEM”), we have become one of the few companies in the PRC which
achieved mobile SEM advertising. Excluding the impact of fair value gain and imputed interest expenses
on convertible bonds which amounted to HK$15,819,000 in aggregate, we have recorded a profit

attributable to equity holders of HK$42,306,000 representing earnings of HK7.1 cents per share.

A Distinctive Year Under Review

The year 2007 was a turning point for our Group. We built teams for the search operation and we solidified
our income position. We were successful in turning the Company back to profitability after suffering years
of deficits. Predicting the arrival of great demand for user driven mobile data, we gradually ceased to carry
on our push supply styled Mobile Value Added SP business in early 2007. We have benefited from our

experiences and have passionately entered the Mobile Search business.

Music ring tones and ring-back tones are the mobile data most in demand by the 500 million mobile
phone users in the PRC. We have built central and provincial marketing and operation teams which have
been collaborating daily with China Mobile to promote usage of our search engine for downloading ring
tones. We have secured most of our income from mobile users music downloads, while helping mobile
data services providers and content providers achieve their music marketing. In addition, we have built
a solid technical support team for the search operation. In order to enhance our SEM, we have built our
own research team with the help of Accenture. This created value by improving our understanding of user
behaviors and successfully identifying target users from user patterns data. We have effectively formulated

and constructed a mobile phone search company.
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Chairman’s Outlook
Statement

We shall continue to achieve increased profits by marketing more vertical search products. We shall
also continue to work closely with China Mobile and content providers in promoting the use of our
search services and to achieve long-tail marketing for music products. We shall focus on improving our
marketing and operation skills leading to more scalable revenue. In light of the recent PRC Telco Operator
restructuring, we are determined and confident that our search services will be adopted by 3G Operators.
We shall capitalize on our search engine database and coordinate marketing activities with our strategic
partners. We are also looking to serve the search needs of the mobile phone users from the grass-roots

social level, including 400 million people who are not using computers in the PRC.
We would like to express our sincere gratitude for the support of our shareholders and business

partners and also thank and recognize the contribution of our hard-working employees and dedicated

management. Together, we shall set new milestones and achieve better results for many years to come.

Yip Heon Wai

Chairman

Hong Kong
23 June 2008
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A. Operating Results

Results for the year

This year, the Group successfully turned into profit. With the launch
of wireless search services covering 31 provinces (municipalities)
and autonomous regions in China and the implementation of budget
control on trimming operating expenses, the Group’s operating results
improved significantly and generated a profitable position. The profit
for the year attributable to equity holders of the Company amounted to
HK$26,487,000, representing an increase by HK$60,976,000 compared
to a loss position of HK$34,489,000 in last year. Excluding the impact of
fair value gain and imputed interest expenses on convertible bonds which
amounted to HK$15,819,000 in aggregate, the profit attributable to equity
holders of the Company for the year under review would have been shown
as HK$42,306,000.

Revenue

The consolidated revenue for the year ended 31 March 2008 amounted
to HK$83,339,000, significantly increased by HK$32,117,000 or 63%
as compared with 2007. The revenue increase was largely due to the
remarkable growth of wireless search services, that mainly contributed by
music products. The significant growth in wireless search services was
attributable to an increase in public awareness leading to expansion of the
mobile search user base. The Group’s effective business strategies and
marketing support from telecom operator further increased the number of

searches and downloads by mobile users.

Cost of Sales

The Group’s cost of sales was significantly decreased by HK$8,544,000
to HK$9,869,000 in this year. This was mainly due to cost of sales in last
year being comprised mainly of profit sharing cost with telecom operators
for the previous mobile value added services, which ceased in February
2007. However, in this year, wireless search revenue was recorded on a
“net basis”, that is, only revenue after sharing with telecom operator was
recorded. Thus profit sharing cost with telecom operators no longer exist in

the current year’s cost of sales.
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A. Operating Results (continued)

Gross Profit

The gross profit for the year ended 31 March 2008 was increased by
HK$40,661,000 or 124% to HK$73,470,000. In addition, the Group’s
gross profit margin was significantly increased from 64% in 2007 to 88% in
2008. The increase was due to relatively high gross profit margin in wireless
search services compared to the previous mobile value added services.
In addition, the Group started to enjoy economies of scale once its mobile
search user base surged to a certain level, the gross profit margin was

further increased due to this reason.

Other Income and Gains

Other income and gains was increased by HK$7,702,000 to HK$8,844,000
in 2008. It was mainly due to the fair value gain on an investment property
for HK$965,000 and the write back of trade payables for HK$5,887,000.

Operating Expenses

Through continuous effort in budget and cost control, the overall operating
expenses including selling expenses, administrative expenses and other
expenses during the year under review amounted to HK$42,120,000,
decreased by HK$26,576,000 or 39% compared to last year.

The selling expenses were sharply decreased by HK$16,089,000 or 65%
to HK$8,751,000 compared to 2007 due to the reduction of promotion
and marketing expenses for the previous mobile value added services.
The administrative expenses were decreased by HK$12,231,000 or 32%
to HK$25,515,000 mainly contributed by the decrease in staff costs. The
other expenses were increased by HK$1,744,000 or 29% in 2008 due to
the fair value losses on equity investments at fair value through profit or

loss.

The finance costs were significantly increased by HK$23,556,000 in 2008
due to the imputed interest expenses on convertible bonds which were

issued in the financial year under review.
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A. Operating Results (continued)

Financial Position, Liquidity, Financial Resources and Gearing Ratio

The total equity of the Group as at 31 March 2008 was HK$37,335,000
(2007:HK$4,643,000). The Group had net current assets of
HK$19,179,000 as at 31 March 2008 compared to net current liabilities
of HK$3,120,000 as at 31 March 2007. The Group’s current ratio, as a
ratio of current assets to current liabilities, was approximately 1.3 as at
31 March 2008 (2007: 0.8). The Group had cash and cash equivalents of
HK$33,202,000 as at 31 March 2008 (2007: HK$3,040,000). During the
year under review, the Group financed its operations mainly with its revenue
from operations and the net proceeds from the issue of convertible bonds
and ordinary shares during the year. 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
Renminbi and Hong Kong dollars. As at 31 March 2008, the gearing ratio
of the Group, as a ratio of total borrowings to total equity, was 120%
(2007: 0%).

Capital Structure

The shares of the Company were listed on GEM on 28 March 2000. The
change of the Company’s capital structure during the year under review

was set out as follows.

Issue of Convertible Bonds under General Mandate

Pursuant to a convertible bonds subscription agreement dated 30 April
2007 (“Subscription Agreement”), the Company issued certain five-year
HK$28,800,000 zero-coupon convertible bonds (“Convertible Bonds”)
(which may be converted into shares to be allotted and issued under
general mandate) to a subscriber which is an existing shareholder of the
Company. The Convertible Bonds may, upon exercise of the conversion
rights attaching to them, into new shares at the conversion price initially
of HK$0.96 per share (subject to adjustment) at any time during the five
years commencing from the date of first issue of the Convertible Bonds (the

“Convertible Bonds Subscription”).
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A. Operating Results (continued) A REXEEZE (@)

If the holder(s) of the Convertible Bonds exercise the conversion rights
attached to the Convertible Bonds in full at the initial conversion price
of HK$0.96 per share, a total of 30,000,000 shares will be issued,
representing about 5.06% of the issued share capital of the Company
before exercise the conversion rights and representing approximately
4.82% of the issued share capital of the Company as enlarged by such
issue. If the holder(s) of the Convertible Bonds exercise the conversion
rights attached to the Convertible Bonds in full at the adjusted conversion
price of HK$0.50 per share, a total of 57,600,000 shares will be issued,
representing about 9.72% of the issued share capital of the Company
before exercise the conversion rights and representing approximately
8.86% of the issued share capital of the Company as enlarged by such

issue.

The net proceeds from the issue of the Convertible Bonds was
approximately HK$28,500,000. The Convertible Bonds Subscription was
completed on 6 June 2007. There was no movement in the amount of

these Convertible Bonds during the year.

Under the Subscription Agreement, the Company is obliged to recover
certain trade receivables. The date of performance of the said obligation
was agreed by the Company, Tallmany Enterprises Ltd. and China
Broadband Capital Partners, L.P. to be certain date which falls within the
financial year under review. Such obligations were not completely fulfilled
before the agreed date, resulting in the occurrence of an event of default
under the terms of the Convertible Bonds. The holder(s) of the Convertible
Bonds has the legal right to request for early redemption of the Convertible
Bonds in accordance with the term of the Subscription Agreement. Up
to the date of this annual report, the Company however has not received
any notice from the holder(s) of the Convertible Bonds requesting for early
redemption of the Convertible Bonds. The Convertible Bonds have been
presented as current liabilities and the 25% premium over the face value
of the Convertible Bonds was accounted for in the Consolidated Balance
Sheet as at 31 March 2008 .

Significant Investments and Disposal

There were no material acquisitions and disposals of subsidiaries by the

Company during the year under review.
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A. Operating Results (continued)

Foreign Currency Exchange Exposure and Treasury Policies

As most of the Group’s trading transactions, monetary assets and liabilities
were denominated in Renminbi 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 2008, no related hedges were made by the Group.

Contingent Liabilities

As at 31 March 2008, the Group has no material contingent liabilities.

Employees and Remuneration Policy

As at 31 March 2008, the Group had a total of 146 employees (2007:
109). 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.

. Business Review

Following the Group’s historical breakthrough with a recorded profit from
operations of HK$10 million in the third quarter of this financial year, the
strong growing momentum continued in the fourth quarter, with turnover
reaching new height to HK$45,753,000, hence the Group’s target of
achieving outstanding results in this financial year has been fulfilled. The
Group’s turnover for the whole year amounted to HK$83,339,000, and
profit from operations amounted to HK$40,194,000. The business of the

Group was thus returned to the track of rapid and sound growth.

Ongoing improvements in the results of the Group were reflected as

follows:

1) Wireless search, our major business, has entered the phase of rapid
growth. As Internet search business has been developing in the market
for years, a growing number of users has realized the value of Internet
search and has established certain usage practices. Such trend has

directly facilitated users to use and become familiar with our new
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B. Business Review (continued)

wireless search business conveniently through mobiles. At the same
time, through effective marketing efforts, we directed mobile users to
experience wireless search. The results were significant. Just within
the past year, we have already provided search services in music,
entertainment and lifestyle information to more than 120 million mobile
users. In particular, we would like to mention that, after the occurrence
of Sichuan earthquake, we applied a particular unique natural language
intelligent navigation technology, and launched a target-oriented
message service known as “Love and Care with SMS”, and provided
search service in various types of information to the people living in the

disaster areas.

Music search business in cooperation with China Mobile has developed
rapidly, and became one of the major sources of revenue for the Group.
Music search has been the major scope of service for Internet search
engine providers such as Baidu and Google. We have also developed
wireless music search as our business focus. Service capabilities
became more comprehensive and service modes became more
diversified. At present, service modes have already covered SMS,
MMS, mobile Internet and traditional Internet, while users’ experiences

have also been enhanced substantially.

In view of the satisfactory results achieved from the marketing efforts in
wireless search, the bidding business for search positions, advertising
business related to search content, and cross-selling in relevant
entertainment content were commenced gradually. It did not only
expand our scope of business, but also brought considerable revenue

to the Group.

Capacities and experiences in the service operation were enhanced
continuously. Through effective data mining and analysis on users’
behaviours, the Group provided personalized search service to over
120 million of users. This allowed users to receive their own favourite
music and entertainment content. Users’ experiences generated from
enormous business volume enabled us to enhance service quality and

improve users’ satisfaction accordingly.
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B. Business Review (continued)

5) Systems and standards were gradually formulated for the
management system of the Group. Under the leadership of the
management team comprises experienced professionals, various
constitutions and systems of the Group were rapidly achieved perfect.
Business processes were completely rebuilt within the Group and
comprehensive budgeting and performance appraisal systems were
also finalized. It did not only enhance motivation among the staff, but
also control the business expenses more effectively, which helped us to

secure profitability.

6) The core technologies of the Group became mature and their
capabilities in innovation were continuously strengthened. Our core
technology, Mobile Intelligent Navigation Engine (“MINE”), was a
natural language mobile search technology. After testing for a long time
through enormous volume of searches, MINE has reached the strict
standard for operation and earned the PRC Patent. As the profitability
from core operations is secured, the Group devoted substantial amount
of capital and human resources to continue to pursue for the innovative
development of products and businesses. Products to be launched in
future can fulfill the growing demand from the market and the long-term

development of the Group.

Outlook

Looking ahead, the management is confident that the Group will continue
to achieve sustainable growth. Proposals for the restructuring of operators
in China had been published. The grant of 3G licences will be made in due
course. This will allow the Group to further explore new cooperation channels
in its wireless search business. Apart from the expected revenue growth,
establishing cooperation relationship with new operators is also one of the
major means for the Group to mitigate business risks. At present, we are
conducting business exchange with new operators. It is expected that new
cooperation ventures will be entering into in the coming future. Prospects in
wireless search market are generally favourable. As an early entrant in such
area, we shall not ignore its potential. With the leading position secured by
the Group in wireless music search business nowadays, our future strategies
are to accelerate the pace of vertical penetration in areas including games,
entertainment and lifestyle information, so as to ultimately maximize our market

share in general search.
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Outlook (continued) BE @)

In addition, the wireless advertising business established on users’ datamining  Ib4h * B EA P HIEZEMIERREEM 2 K
and search service will be launched with promotion in full scale and is expected — fEARE S EB IR 7T RIRIEH B EE - BEK
to be our new key business. REBIE -

Under the keen market competition, the Group must grow rapidly. Other ~ EMSHERFHIUARET - AEEBARKE @ B
than development in our ordinary business, we are also actively seeking for TEREBERIN RMCEBERS KREHEBEL
development strategies and objectives outside the usual course of business, WHESRESEREBBNERZ -

including mergers and acquisitions.
In conclusion, we are confident about the prospect for the wireless search &% @ IS EGEZEBNRI S OMED - WX

business. We believe that we can become the leader in the industry within the EEEEARRMEK R BENEFREE -

next two years.
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Directors and Senior Management EEX S REEE

Executive Directors

Mr. Yip Heon Wai, aged 47, is a founder of the Group, the Chairman of the
Board and an executive Director of the Company, in charge of the overall
corporate strategies and business development of the Group. He is also an
authorised representative of the Company. Mr. Yip holds a bachelor degree in
applied computer science from lllinois State University in USA. Mr. Yip is a son
of Mr. Yip Seng Mun, the Group’s former Chairman and a brother of Mr. Yip
Heon Keung, an existing executive Director and Mr. Yip Heon Ping, a former

executive Director of the Company.

Mr. Yip Heon Keung, aged 38, is an executive Director of the Company, in
charge of strategic alliances with business partners of the Group. He is also
the Compliance Officer, an authorised representative and a member of the
Remuneration Committee of the Company. Mr. Yip is a graduate of Program
for Management Development from Harvard University and holds a bachelor
degree in electrical engineering from the University Wisconsin-Madison, USA.
Prior to 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, the Group’s former Chairman and a brother
of Mr. Yip Heon Wai, an existing executive Director and Mr. Yip Heon Ping, a

former executive Director of the Company.

Non-executive Directors

Dr. Xu Zhiming, aged 46, was appointed as a non-executive Director of the
Company in June 2007. Dr. Xu received a doctoral degree in Economics from
University of Manchester in England in 1993, a master degree in Economics
from China Academy of Social Sciences in 1986, and a bachelor degree in
Physics from Peking University in 1983. Dr. Xu is currently a partner of CBC
Partners, L.P. (“CBC”). From 2002 to 2005, Dr. Xu was a senior advisor of
Tom Group Limited and an executive director and chief operating officer of
Tom Online Inc. Dr. Xu has extensive experience in investment banking and

corporate management.
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Mr. Zhang Ying, aged 33, was appointed as a non-executive Director of
the Company in June 2007. Mr. Zhang received a master degree in business
administration from China Europe International Business School in 2005 and
a bachelor degree in finance from Tsinghua University in 1997. Mr. Zhang
is currently a partner of CBC. Prior to joining CBC, Mr. Zhang served as the
general manager of the capital market department of China Netcom Group
Corporation (Hong Kong) Limited, and the general manager of the Operations
Department and the Financing and M&A Department of China Netcom Limited
since July 2000. From August 1997 to June 2000, Mr. Zhang was a consultant
of McKinsey & Company.

Independent Non-executive Directors

Mr. James T. Siano, aged 48, was appointed as an independent non-
executive Director of the Company in March 2000. He is also the Chairman
of the Audit Committee of the Company. Mr Siano holds a master degree in
business administration from Pace University, USA and is 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. Mr. Siano has extensive experience in the sales, marketing and finance
field.

Ms. Tse Yuet Ling, Justine, aged 37, was appointed as an independent
non-executive Director of the Company in January 2005. She is also a member
of the Audit Committee and the Chairman of the Remuneration Committee of
the Company. She graduated from the Northern lllinois University, USA with
a bachelor 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, age 58, was appointed as an independent non-executive
Director of the Company in March 2006. She is also a member of the Audit
Committee and the Remuneration Committee of the Company. She graduated
from the Chinese University of Hong Kong with a bachelor degree in social
science and a master degree in business administration. Ms. Lai is currently
a project manager of a China business company in Hong Kong. Prior to that,
she had been the administration manager of a charitable foundation in Hong
Kong. Further back, she had worked for the Hong Kong Telecommunications
Limited for more than 20 years and had extensive experience in various areas

of telecommunications.
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Directors and Senior Management EEX S REEE

Senior Management

Mr. Guan Ming Jie was appointed as the Chief Executive Officer of the
Company in December 2007. He is responsible for overseeing the day-to-day
operations of the Group. Mr. Guan received a bachelor degree in Computer
Science and a master degree in Engineering from Tsinghua University in
Beijing. Prior to joining us, Mr. Guan served as the chief executive officer of
In Fusio Information Techonologies (Shanghai) Ltd., a world leading mobile
gaming company, since October 2005. From August 2004 to August
2005, Mr. Guan was the senior vice president of the sales and corporate
development department in Linktone Ltd. Prior to that, he had been the
general manager of Datacraft China Ltd. and the chief operating officer of
ASPire Technologies Shenzhen Ltd., a member company of China Mobile. Mr.
Guan has very extensive experience in the IT solutions & consultancy services

and the wireless value added services in China.

Ms. Cheung Ka Yee joined the Group in 2002 and was appointed as
the Chief Financial Officer of the Company in 2005. She is responsible for
overseeing the financial operations of the Group. 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. Ms. Cheung has extensive experience in accounting,

auditing, taxation and finance field.

Ms. Lo Oi Ling joined the Group in 2002 as the Company Secretary of the
Company, 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. Ms. Lo has extensive

experience in the company secretarial field.
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Report of the Directors EEg#{&E

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 2008.

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 15 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 profit for the year ended 31 March 2008 and the state of affairs
of the Company and of the Group at that date are set out in the financial

statements on pages 49 to 124.

The board of Directors does not recommend the payment of any dividend for
the year ended 31 March 2008.

Summary Financial Information

The following is a summary of the published results and assets and liabilities of

the Group for the last five financial years.

REMBERERAR(ARADEE(EENM
RAREWFEZRERANRBRAEERE_TEN
FZA=t—BLFEZEELMBRE

EERHK
ARRZ EBEHRREALR - EXEMBARZ

T EXBHBEHNTBRRME15 - FA - AEH
ZEBEBEE W EAATRE -

RERKER
FEBBE—TT\FZA=+ B LFEZHF

RARREREEEES B ZMBRNBENFI9RE
FAAEZHBEHRENA -

ESeTEEMBE ST N\FA=T—HILHF
EIRBERMBRS,

MBEREE

AEEBEREMRFECHNE 2 XEREERRA
(CECESUNNE

Results B
Year ended 31 March
BZE=A=1+—HILLEE
2008 2007 2006 2005 2004
HK$’000 HK$’000 HK$’000 HK$’000 HK$'000
—EENE —TTLF —TETRF —TTHF —TTNF
FHET FET FHET FET FET
Revenue Uz 83,339 51,222 59,050 54,791 84,596
Profit/(loss) before tax BERTEA,
(E18) 24,359 (34,769) (27,454) (33,109) (40,198)
Tax g 2,128 280 274 1,300 (922)
Profit/(loss) for the year attributable ZNA FIAEzRE A A
to equity holders of the Company &5 FPUER,
(E18) 26,487 (34,489) (27,180) (31,809) (41,120)
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Summary Financial Information (continued)

Assets and liabilities

MBERBE @)

BERAE

2008

As at 31 March
R=A=+—H
2007 2006 2005 2004

HK$°000 HK$’000 HK$’000 HK$’000 HK$000
—EBNE —TTLF —TTRF —TTHF _—TTWEF
FERT TET THTT TAT TAT

Property, plant and equipment VI - S MR 4,140 4,732 5,007 4,415 2,872
Investment property HEMZE 2,408 - - - -
Deposits Hia 222 2,274 503 716 2,484
Club debentures SHES - - - 732 420
Available-for-sale investments AIEHERE 786 757 738 - -
Deferred tax assets RIEFIE A B 10,600 - - - -
Current assets mENEE 85,116 13,170 43,006 62,623 102,949
Current liabilities mEaE (65,937) (16,290) (29,097) (21,847) (30,388)
Non-current liabilities ERHEE - - - - (93)
Net assets EEFE 37,335 4,643 20,157 46,639 78,244
Issued capital BEITIAR 59,727 59,237 51,125 51,125 51,125
Reserves 1 (22,392) (54,594) (30,968) (4,486) 27,119

37,335 4,643 20,157 46,639 78,244

Property, Plant and Equipment and Investment Property

Details of movements in the property, plant and equipment and investment
property of the Group during the year are set out in notes 13 and 14 to the

financial statements, respectively.

Convertible Bonds, Share Capital and Share Options

Details of movements in the convertible bonds, the Company’s share
capital and share options during the year are set out in notes 26, 27 and 28,

respectively, to the financial statements.

Pre-emptive Rights

There are no provisions for pre-emptive rights under the Company’s articles of
association (the “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 EEg#{&E

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(b) to the financial statements and in the

consolidated statement of changes in equity, respectively.

Distributable Reserves

As at 31 March 2008, 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 93% of the total sales for the year and sales to the largest customer

included therein amounted to 67%.

None of the Directors of the Company or any of their associates or any
shareholders (which, to the best knowledge of the Directors, 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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Directors

The Directors of the Company who held office during the year and up to the

date of this report were:

Executive Directors:

Mr. Yip Heon Wai (Chairman)
Mr. Yip Heon Keung

Mr. Yip Seng Mun

Mr. Yip Heon Ping

(retired on 6 June 2007)
(retired on 6 June 2007)

Non-executive Directors:
Dr. Xu Zhiming
Mr. Zhang Ying

(appointed on 6 June 2007)
(appointed on 6 June 2007)

Independent non-executive Directors:
Mr. James T. Siano

Ms. Tse Yuet Ling, Justine

Ms. Lai May Lun

In accordance with article 108 of the Company’s Articles of Association, Mr.
James T. Siano and Ms. Lai May Lun will retire by rotation and, being eligible,
will offer themselves for re-election at the forthcoming annual general meeting
(“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 of Hong Kong Limited (the “GEM
Listing Rules”). The Company considers all of its independent non-executive

Directors to be independent.
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Directors’ Service Contracts

Each of the executive Directors, Mr. Yip Heon Wai and Mr. Yip Heon Keung,
has entered into a Director’s service contract with the Company for a term of
one year commencing from 1 April 2003 (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 and 1
April 2007 respectively, the terms of the Service Contracts were renewed for
a fixed term of three years from 1 April 2004 to 31 March 2007 and from 1
April 2007 to 31 March 2010, subject to retirement by rotation and re-election
in accordance with the Articles of Association. Otherwise than as amended
by the supplemental agreements, all other provisions of the Service Contracts

remain in full force and effect.

Each of the non-executive Directors, Dr. Xu Zhiming and Mr. Zhang Ying, was
appointed for a fixed term of one year, commencing from 1 July 2007, subject
to retirement by rotation and re-election in accordance with the Articles of

Association.

Mr. James T. Siano has renewed the letter of appointment with the Company
as an independent non-executive Director of the Company for a term of three
years commencing from 1 January 2008 and is subject to retirement by

rotation and re-election in accordance with the Articles of Association.

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 2008 and is subject to retirement

by rotation and re-election in accordance with the Articles of Association.
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Directors’ Service Contracts (continued)

Ms. Lai May Lun 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 March 2008 and is subject to retirement by rotation and

re-election in accordance with the Articles of Association.

Apart from the foregoing, no Director proposed for re-election at the
forthcoming AGM has a service contract with the Company which is
not determinable by the Company within one year without payment of

compensation, other than statutory compensation.

Directors’ Remuneration

The Directors’ fees are subject to shareholders’ approval at general meetings.
Other emoluments are determined by the board of Directors with reference
to Directors’ duties, responsibilities and performance and the results of the

Group.

Directors’ Interests in Contracts

Except as detailed in note 32 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 contracts 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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Share Option Schemes EREE

The Company operates two share option schemes (the “Schemes”) for the — AR RRAEMBEEREE([ZE:18]])  5EM
purpose of providing incentives and rewards to eligible participants who ~ AASBEEFSEESHRNIELERZ A EIRSEER
contribute to the success of the Group’s operations. Further details of the — #E8E NEE) o ZErt 2| 2 — T RIS H®RE W

Schemes are disclosed in note 28 to the financial statements. 28 WIFEE o

The following table discloses movements in the Company’s share options  NTXREBEAFE ARG W ARITFEEKEZ & &

outstanding during the year: BER

The share option scheme became effective and commenced on 28 March  BEREEIE —EEZF = A =+ /\HEMABER

2000 (the “Old Scheme”): ([E&ta1))
Number of share options
Name or REREE Date of Exercise period of Exercise price of
category of At1 April Transferred Exercised Forfeited Lapsed At 31 March re-grant of share options  share options
participant 2007 duringtheyear  duringtheyear  during theyear  during the year 2008 share options* re-granted re-granted*
suE RoB%tE RER RER RER RER RZ2ENE ERE ERMRE ERBRE
AR mA-H B8 it U b ZA=1-H ELEEY i8R TR
HKS per share
AT (5R)
Directors
-
Mr. Yip Seng Mun® 6,000,000 (6,000,000) - - - - 22 August 2001 22 August 2001 to 040
ERREE oTE-E 21 August 2011
MZtZB  ZER-E\AZtZBE
“T—ENAZt-R
Mr. Yip Heon Ping* 6,300,000 (6,300,000) - - - - 22 August 2001 22 August 2001 to 040
EmTas “2%-% 21 August 2011
MZTZB  ZER-E)\f2ZRE
ZZ—ENAZt-H
Mr. Yip Heon Wi 5,300,000 - - - - 5,300,000 22 August 2001 22 August 2001 to 040
Emsas “EE-f% 21 August 2011
MNAZTZR ZEE-F/\A-tzR%
“E—ENfZt-E
Mr. Yip Heon Keung 5,300,000 - - - - 5,300,000 22 August 2001 22 August 2001 to 040
Emignk “35-F 21 August 2011
MZtZB  ZER-E)\AZtZBE
“T—ENAZt-R
22,900,000 (12,300,000 - - - 10,600,000
Other employees
HitEs
In aggregate 4,465,000 12,300,000 (2,000,000) - - 14,765,000 22 August 2001 22 August 2001 to 040
Bt 55 21 August 2011
MNAZTZR ZEE-F/\A-tzR%
“E—ENfZt-E
27,365,000 - (2,000,000) - - 25,365,000

RENEBRERAT — 22 G558 27
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Share Option Schemes (continued) BT & (@)

The share option scheme became effective and commenced on 23 April 2002  BEREEIE — T —FP0 A —+ = BB EN

(the “New Scheme”): ([FratEll) -
Number of share options
Name or BERAR Date of Exercise period Exercise price of
category of At1 April Granted Exercised Forfeited Lapsed At 31 March grant of of share options  share options
participant 2007 duringtheyear  duringtheyear  during the year  during the year 2008 share options* granted granted*
g% REBBLE RER RER RER RER RZBENE HHE RiLHRE REBRE
AR mA-A i it bLd PS4 ZA=1-H RLAH TSR TR
HKS per share
A (8R)
Other employees
EitRES
In aggregate 800,000 - - - - 800,000 22 May 2002 22 May 2002 to 0260
At —F3C 21 May 2012
RAZTZH  ZEECERACTCRE
ZE-ZFRAZH-A
In aggregate 1,850,000 - (200,000) - - 1,650,000 26 March 2004 26 March 2004 to 0.100
Bt _TEME 25 March 2014
ZAZTRE ZEERESA-tARZ
ZE-MEZA-HEA
In aggregate 9,280,000 - (700,000) - (1,000,000) 7,580,000 10 May 2006 10 May 2006 to 0170
ait ZEERE 9 May 2016
RA+A ZEENERATRE
ZE-NERANA
In aggregate - 1,500,000 - - - 1,500,000 23 November 2007 23 November 2007 to 0878
A Z3%tE 22 November 2017
T-AZtZR ZERtEt-A-1=RZ
e g
In aggregate - 2,500,000 - - - 2,500,000 2 January 2008 2 January 2008 to 0600
Bt “TE\E 1 January 2018
—-A=H “FEN\§-AZRE
“3-\E-A-8
Others
At
In aggregate 1,200,000 - (1,000,000 - - 200,000 26 March 2004 26 March 2004 to 0100
A Z3TNE 25 March 2014
SATTRR ZEERE-A-t5RE
“5-REZA-tEA
In aggregate 3,000,000 - (1,000,000) - - 2,000,000 24 June 2005 24 June 2005 to 0100
Bt ik 23 June 2015
AAZTEE  ZEEREAACTRAZ
“T-RERAZHEA
In aggregate 200,000 - - - (200,000 - 10 May 2006 10 May 2006 to 0170
At “EERE 9 May 2016
RA+A ZEENFRATRE
ZE-NERANA
In aggregate 1,000,000 - - - - 1,000,000 29 June 2006 29 June 2006 to 0380
A Z3TNF 28 June 2016
AAZThE  ZEEAEAACTARE
ZE-RERAZTNA
In aggregate - 15,000,000 - (10,000,000 - 5,000,000 6 July 2007 1 October 2008 to 0.3%
At CTRHE 5 July 2017
AR ZTZ\ETA-A%
S kil
In aggregate - 5,000,000 - (5,000,000) - - 6 July 2007 1 October 2009 o 0.396
At “T5tE 5uly 2017
AR ZEENFTR-RE
“ZtELATR
17,330,000 24,000,000 (2,900,000) (15,000,000 (1,200,000 22,230,000
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Share Option Schemes (continued)

Notes to the table of share options outstanding during the year:

ke

##

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.

The exercise price of the share options is subject to adjustment in the case of rights or

bonus issues, or other similar changes in the Company’s share capital.

Mr. Yip Seng Mun and Mr. Yip Heon Ping have retired as Directors of the Company but
remained as members of an advisory committee of a subsidiary of the Group since 6
June 2007. Pursuant to the Old Scheme, they are still entitled to their share options to
subscribe for 6,000,000 shares and 6,300,000 shares of the Company, respectively, in

their capacity as employees of the Group.

In addition to the options to subscribe for up to 5,300,000 shares personally held by 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 shares of
the Company at an exercise price of HK$0.40 per share within the meaning of Part XV
of the Securities and Futures Ordinance, and whose exercise period is from 22 August

2001 to 21 August 2011.

The Directors have estimated the values of the share options granted during

the year, calculated using the binomial option pricing model as at the date of

grant of the options:

Grantee EEA
Other employees Higs
Others Hip

The binomial option pricing model is a generally accepted method of valuing

options. The significant assumptions used in the calculation of the values of

the share options were risk-free interest rate, expected volatility and expected

dividend. The measurement dates used in the valuation calculations were the

dates on which the options were granted.

BB AERT 8 (|

F

ok

##

-
Z

PR ARTTERB AR 2 I 5

B ZRREREBREROREF21BR - R
BEAERBRETZ AT IR BRERETR
SHEERRIHE TR 2 EEHMRR -

TR (70 BAE GRS B 1T - AR ARATE
R BT T8 -

BEZZTT L ANBRE  ERERTERERTLEE
BRAEADAIES  BNEEANEE —HKTBAR
ZEMZEERE - BIBEE - REMBEUELSE
HE &2 &1 FH A5 hIREZA A E 6,000,000 &5
26,300,000 A& A% 2 FERRHE o

E ) 4 5T 4 BR B A 5 75 AT R BB Ak % 5,300,000 17 8 A%
SN AR AEE HEE (UAARIRE &H) T
FERRIE 2 M2 - TIIRIBRE H RS IR0 B XV IR TR
0.4078 7T 2 1715 {8 R 08 7N A 71 4,300,000 A% A& 19 © 7%
SHEBREZTERA-TZT—FN\A-+-HE=-Z
——®NA=+—Hik-

EREIAABREEERA LR L ERE A
BERETE BRRFARLZBREEZ(E

B :

sl
LA
AR

i

Theoretical value
of share options

Number of options
granted during the year

PERFH 2 BRESE B 2 B EE
HK$

BT

4,000,000 1,854,000

20,000,000 5,010,000

24,000,000 6,864,000

AABRETEREASHBRELTHREZAR
E e A EERBEEERMRAZENRRRER

RANE - FEENRE) RIEHAE o R EFTERAR

ZAERMARERERER LA -

REMSEHERERAR —TTN\FFH
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Share Option Schemes (continued)

The values of share options calculated using the binomial option pricing model
are subject to certain fundamental limitations, due to the subjective nature of
and uncertainty relating to a number of assumptions of the expected future
performance input to the model, and certain inherent limitations of the model

itself.

The value of an option varies with different variables of certain subjective
assumptions. Any change to the variables used may materially affect the

estimation of the fair value of an option.

Directors’ Interests and Short Positions in Shares,
Underlying Shares and Debentures

As at 31 March 2008, 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 “SFQO”)) which were notified to the
Company and The Stock Exchange of Hong Kong Limited (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 SFO, or which were required, pursuant to
the code of conduct regarding securities transactions by Directors adopted
by the Company, to be notified to the Company and the Exchange, were as

follows:

Long positions in the ordinary shares of the Company

BB AERT 8 (|

“HEABRBEERAHEBREEBEEAE TR
B EAEFEZERTIBZRER MEBEAKRRAZ
ETBREBE L TREEREERAER S 2 & T ANE
BRI ©

WA AR E T EBBR Y FRSBME( -
R 2B EARDTLEBBR L ATEE
2B EARE -

EERKRG  HAEROREF2EER
KB

RIZENF=ZA=1t—H EFRIBTHRAER
RAR B EEEEEE (E& R EH B HD)
(TEH LB ) BEXVER) 2 iy - BRI &
BHFTFHERAREEF LB EIEXVEF7RFESD
MAMERNRRNEBMAERXHMARDR (B
BT ) 2 R SOAR (BRERERE S LB GPIERE
XAREWE VIR DR 2 ERIORR) AR
RARBIRIEE 7 B G0 E3626EF 2 B it
AZEDIAR  IRBEARFMRKBHAERE
TEFRH 21T T RIBEHE AR R R N B3 P2

HIABIT :

RG] EBRR D 4B

Percentage of
the Company’s
issued share

capital

Note (3)

Capacity and Number of PN

nature of interest  ordinary shares BERITRA

Name of Director Notes 56k ZER Botk

EEnA k=3 ERMtE BRHEE 5T (3)

Mr. Yip Heon Wai (1) Interest of a controlled corporation 100,000,000 16.74%
Bk s —EREH AR s

Mr. Yip Heon Keung 2 Interest of controlled corporations 404,280,619 67.69%
ELE Eza | NG g T
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Directors’ Interests and Short Positions in Shares, Underlying
Shares and Debentures (continued)

Notes:

(1) These shares are held by Uniright Group Limited (“Uniright”) and its entire issued share
capital is held by Mr. Yip Heon Wai and Mr. Yip Heon Keung in equal shares. By virtue
of the SFO, Mr. Yip Heon Wai is deemed to be interested in 100,000,000 shares of the
Company held by Uniright.

(2)  Among these shares, an aggregate of 304,280,619 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 (“Ace Central”) as the trustee of The New Millennium Trust, a discretionary family
trust and Mr. Yip Heon Keung is the sole director and sole shareholder of Ace Central.
100,000,000 shares are held by Uniright and its entire issued capital is held by Mr. Yip
Heon Wai and Mr. Yip Heon Keung in equal shares. By virtue of the SFO, Mr. Yip Heon
Keung is deemed to be interested in 304,280,619 shares of the Company held by Ace
Central and 100,000,000 shares of the Company held by Uniright, respectively.

(8) Based on 597,275,000 shares in issue as at 31 March 2008.

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

separately disclosed in the section “Share Option Schemes” above.

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 2008, 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.

EERARY HEARORESFZERZR
RE (@)

MeE

(1) 5% %M1 B Uniright Group lelted((UnlrlghtJ)%ﬁ
Hege g oRAhaEmgrtREmatEs
BE - REEFHFRBEEA  ERgtEmERR
Uniright FiT#5 %5 752 51100,000,0008% A% 17 R #E A #E25

@ ZERHDH - A ££304,280,6190% B% {3 F Greenford
Company Limited » Century Technology Holding
Limited X Bakersfield Global Corporation % 3l BA The
Greenford Unit Trust * The Century Unit Trust [z The
Bakersfield Unit TrustZ XA F DA - RS EE
2 Fr B E {1 9 fAce Central Group Limited ([Ace
Central]) LAThe New Millennium Trust (—IE2# K& (=
2 RFEAFOIEE - Mm% A4S Ace Central 2
M—E R —ARE - 100,000,000 A& & B Uniright
A A2HEBTRABERELERERREE
SHFHE REBEIZLHRBERD - ERatEwRa
2 Bl AceCentral Fir #5782 51 304,280,619 & i 17 K
Uniright 7% 452 &1 100,000,000 A% % 15 4 #  # 2 ©

@) BER_ZZNF=A=1+—HE%772597,275,000
BERRDFTE -

EENARFIBREZERS
8l —EIIREE

TR EX [RE R iR

F EEIN  ETEERARANGEHEE T HIE
REZFERBEARNEL - A ER
PRRE B ARE

BEXHEEEN RZZENF=ZA=1t—8 "
RRTEENAR R SEAEREREE 2 i K48
R0 B B B R RO SR 1B RE o R E 1R B
32 FE 2 ECMA - HRFAIFR EHRANE
5.46 RBME AR R R T2 Em SO R

REMSEHERERAR —TTN\FFH
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Directors’ Rights to Acquire Shares or Debentures

Save as disclosed in the section “Share Option Schemes” and “Directors’
interests and short positions in shares, underlying shares and debentures”
above, at no time during the year were rights to acquire benefits by means
of the acquisition of shares in or debentures of the Company 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 to acquire such rights in any other body

corporate.

Interests and Short Positions of Substantial Shareholders

As at 31 March 2008, 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 under

Section 336 of the SFO were as follows:

Interests or short positions in the ordinary shares or underlying shares of the

Company

EEREROBES 2EF

B EX [FERciERt Sl ) M [EEN - ARREARD &
BHZ Em SRR | BERSN - MFEREME S ER
EEE  FESARBHT\RAT FLRLHE
WIEARNR 2 BB MBS 2R - SHRER
BT SEN AR HEEAMNB AR
FREMARERET LA AR R ESEMHM
EANERESZEREN 2T -

TERRZEZRAR

RIZENF=ZA=+—H RERFRGHIHEH
B BB REE S LB RPIEXVEF 2 RFEID
BZIEARARRIRE » RARER AR BIRIE
& 75 K B 1R 5 336 1k B 17 2 B Rt 2 N R Al
HAERIR D 2 B REFIAR Z IR (NRARIEERTE
TTHRABRRIN AT

PR A BB AR (7.2 s KB

Percentage of
the Company’s
issued share

Number of
ordinary shares or

underlying shares capital

Note (12) Note (13)

Capital and LiER HARAT

nature of interest = AHER B 17 BRITRA

Name of shareholder Notes 56K BRGOEE Aok

REEH Likss EmME MIEE(12) FiEE(13)

Greenford Company Limited (1) Directly beneficially owned 122,597,702 (L) 20.53%
BEEGHA

Century Technology Holding 2 Directly beneficially owned 122,597,701 (L) 20.53%
Limited HEEZHER

Bakersfield Global Corporation ©) Directly beneficially owned 59,085,216 (L) 9.89%
BEEGHA

Ace Central Group Limited (4) Trustee of a discretionary 304,280,619 (L) 50.94%
(as trustee of The New family trust and through
Millennium Trust) controlled corporations
(LA The New Millennium Trust ERERKETLLZ
2EEATH) SHEARBE
Sl /NG

Mr. Yip Heon Ping (1), @) & (5) Object of a discretionary 310,580,619 (L) 52.00%

ST S

family trust and through

a controlled corporation
PRERIEEFEZ
AEHRKLER
—EREH AT
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Interests and Short Positions of Substantial Shareholders

(continued)

FTERRZERRAR @

Percentage of
the Company’s
issued share

Number of
ordinary shares or

underlying shares capital
Note (12) Note (13)
Capital and ZER P NN
nature of interest B 2EITRA
Name of shareholder Notes F R RGOEE AOL
RER &M iF=d EEME MiEE(12) B (13)
Mr. Yip Seng Mun 2), (8), (4) & (6) Founder of a 310,280,619 (L) 51.95%
HERERSE discretionary family trust,
beneficially owned and through
controlled corporations
PRERIEETEZ
BN - BmiE &
BRI R A]
Knicks Capital Inc. (7) Directly beneficially owned 51,125,000 (L) 8.56%
HEEERHER
Mr. Zhang Xingsheng (7) & (8) Beneficially owned and through 51,625,000 (L) 8.64%
oREE A ST A a controlled corporation
TR R
FHiR—EZEHIAF]
Uniright Group Limited 9 &(11) Directly beneficially owned 100,000,000 (L) 16.74%
HEREREAR 57,142,857 (S) 9.57%
Tallmany Enterprises Limited (10) & (11) Directly beneficially owned 244,742,857 (L) 40.98%
BEEERHEB
Notes: BiAE -

(1)

Greenford Company Limited is a company incorporated in the British Virgin Islands
and its entire issued share capital is held by Mr. Yip Heon Ping, a former Director of the
Company and a Director during part of the year under review.

Century Technology Holding Limited is a company incorporated in the British Virgin
Islands and its entire issued share capital is beneficially owned by Mr. Yip Seng Mun, a
former Director of the Company and a Director during part of the year under review.

Bakersfield Global Corporation is a company incorporated in the British Virgin Islands
and its entire issued share capital is beneficially owned by Mr. Yip Seng Mun, a former
Director of the Company and a Director during part of the year under review.

An aggregate of 304,280,619 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. Both of them are the former Directors of the Company and Directors during
part of the year under review.

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

(1)

Greenford Company Limited &— BN KB R B S5t
MRz AR E2BPEBITRAHARANTES
MBAEBFEANZEETEMTLEERE

Century Technology Holding Limited /& — 74 2 & Bz 22
BEAMRI 2 AR A2 HE #ITRAHANRFF
FEERDOEEFENEFEBREEERMES -

Bakersfield Global Corporation A — R EBELEHE
ARz AR HEHEEITRABAARAMTE
ERBOEEFEANLESERREEESHSE ©

& #£ 304,280,619 B% A% 19 & Greenford Company
Limited * Century Technology Holding Limited }&
Bakersfield Global Corporation% Al JA The Greenford
Unit Trust * The Century Unit Trust }2 The Bakersfield
Unit Trust 2 ZFEAFDFE © ZEEE2FA B
3 Ace Central Group Limited LA The New Millennium
Trust 2 ZFEA S DA + M The New Millennium Trust
AHERNNEBRRTEREMARNERFLER
HP 228 HRME 2 2B KEET - MEY
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Interests and Short Positions of Substantial Shareholders

(continued)

Notes: (continued)
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By virtue of the SFO, Mr. Yip Heon Ping is deemed to be interested in 304,280,619
shares of the Company as one of the discretionary objects of The New Millennium Trust.
In addition, he is also entitled to his share options to subscribe for 6,300,000 shares of
the Company in his capacity as an employee of the Group.

By virtue of the SFO, Mr. Yip Seng Mun is deemed to be interested in 304,280,619
shares of the Company as the founder of The New Millennium Trust and personally
interested in 2,000,000 shares of the Company. In addition, he is also entitled to his
share options to subscribe for 4,000,000 shares of the Company in his capacity as an
employee of the Group.

Knicks Capital Inc. is a company incorporated in the British Virgin Islands and its entire
issued share capital is held by Mr. Zhang Xingsheng.

Mr. Zhang Xingsheng is also personally interested in 500,000 shares of the Company.

Uniright Group Limited (“Uniright”) is a company incorporated in the British Virgin Islands
and its entire issued share capital is held by Mr. Yip Heon Wai and Mr. Yip Heon Keung
in equal shares, both being Directors of the Company.

Tallmany Enterprises Limited (“Tallmany”) is a company incorporated in the British Virgin
Islands and currently holds 30,000,000 shares of the Company. It is a wholly owned
subsidiary of China Broadband Capital Partners, L.P., a fund established in the Cayman
Islands as an exempted limited partnership (the “Fund”). CBC Partners, L.P. (“CBC
Partners”) holds approximately 1.01% of the issued share capital of the Fund, which in
turn is ultimately wholly owned by Dr. Edward Tian indirectly. Dr. Xu Zhiming, a Director
of the Company, is the sole director of Tallmany.

Tallmany is also the holder of the convertible bonds issued by the Company on 6 June
2007 (the “Convertible Bonds”). If the convertible rights attached to the Convertible
Bonds are exercised in full at the initial conversion price of HK$0.96 per share, Tallmany
will become interested in a total of 30,000,000 shares of the Company. If the convertible
rights attached to the Convertible Bonds are exercised in full at the adjusted conversion
price of HK$0.50 per share, Tallmany will become interested in a total of 57,600,000
shares of the Company.

Simultaneously, Tallmany is also the holder of the zero-coupon exchangeable bonds in
the principal amount of HK$30,000,000 due 2012 (the “Exchangeable Bonds”) issued
by Uniright on 6 June 2007. If the exchange rights attached to the Exchangeable
Bonds are exercised in full at the initial exchange price of HK$1.00 per share, a total
of 30,000,000 shares of the Company will be transferred by Uniright to Tallmany. If
the exchange rights attached to the Exchangeable Bonds are exercised in full at the
adjusted exchange price of HK$0.525 per share, a total of 57,142,857 shares of the
Company will be transferred by Uniright to Tallmany.

It is agreed between the parties to the Exchangeable Bonds subscription agreement (the
“EB Subscription Agreement”) that at completion, Uniright, as a charger, shall deliver
to Tallmany, as a chargee, a duly executed share charge in respect of the charging of
100,000,000 ordinary shares of the Company (“Shares”) by Uniright in favour of Tallmany
(the “Share Charge”). On 6 June 2007, being the completion date of the EB Subscription
Agreement, Uniright executed and delivered the Share Charge to Tallmany. Subject
to the terms and conditions set out therein, Uniright pledged 100,000,000 Shares to
Tallmany as the collateral created by the Share Charge.

The letter “L” denotes long position in the ordinary shares of the Company. The letter “S”
denotes short position in the underlying shares of the Company.

Based on 597,275,000 shares in issue as at 31 March 2008.
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Report of the Directors EEg#{&E

Interests and Short Positions of Substantial Shareholders

(continued)

Save as disclosed above, as at 31 March 2008, the Company had not been
notified by any persons (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 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.

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 2008.

Audit Committee

The Company established an audit committee (the “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 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.
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Report of the Directors EEg#{&E

Audit Committee (continued)

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. Regular meetings have been held by the Audit
Committee since its establishment. The Audit Committee held four meetings

during the year under review.

The Group’s audited financial statements for the year ended 31 March 2008
have been reviewed by the Audit Committee, who is 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.

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 17 April 2008, Messrs. RSM Nelson Wheeler resigned as the auditors of the
Group. Pursuant to an ordinary resolution passed at the extraordinary general
meeting of the Company held on 22 May 2008, Messrs. Ernst & Young were
appointed as the auditors of the Group to fill the casual vacancy arising from
the resignation of RSM Nelson Wheeler and to hold office until the conclusion
of the AGM. A resolution will be proposed at the forthcoming AGM to re-
appoint Ernst & Young as the auditors of the Group.

On behalf of the Board

Yip Heon Wai

Chairman

Hong Kong
23 June 2008
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Corporate Governance Report TE¥ERRE

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

The Company has 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”) during the year under review, save for
the deviation disclosed below of the roles of Chairman and Chief Executive

Officer under the Code provision A.2.1.

Directors’ Securities Transactions

The Company has adopted a code of conduct regarding securities
transactions by 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 2008.

Board of Directors

Composition

Pursuant to a five-year HK$28,800,000 zero-coupon convertible bonds
(“Convertible Bonds”) subscription agreement (the “Subscription Agreement”)
signed between the Company, Tallmany Enterprises Limited (the “Subscriber”)
and China Broadband Capital Partners, L.P. on 30 April 2007, all necessary
action should be taken to restructure the board of Directors (the “Board”) of the

Company to consist of:

(1) three executive Directors;
(2) two non-executive Directors; and

(8) four independent non-executive Directors,
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Board of Directors (continued)

Composition (continued)

of which Uniright Group Limited shall be entitled to nominate three executive
Directors, the Subscriber shall be entitled to nominate two non-executive
Directors and one independent non-executive Director, such restructuring
to have effect as of the completion date of the Subscription Agreement.
Notwithstanding that the Convertible Bonds were issued by the Company to
the Subscriber on 6 June 2007, the Company and the Subscriber did not fully

implement the abovementioned Board restructuring.

As at the date of this annual report, the Board comprises two executive
Directors, two non-executive Directors and three independent non-executive
Directors. All Directors gave sufficient time and attention to the affairs of the
Company for the year ended 31 March 2008. Each executive Director has
sufficient experience to hold the position so as to carry out his duties effectively

and efficiently.

In full compliance with Rules 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
quallifications 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.
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Board of Directors (continued)

Composition (continued)

During the year under review, Mr. Yip Seng Mun retired from the office of as
an executive Director and the Chairman of the Board and Mr. Yip Heon Ping
retired from the office of as an executive Director of the Company. Dr. Xu
Zhiming and Mr. Zhang Ying have been appointed as non-executive Directors
of the Company and Mr. Yip Heon Wai, an existing executive Director of the
Company, has been appointed as the Chairman of the Board, all with effect
from 6 June 2007.

The Board as at 31 March 2008 comprised:

Executive Directors:
Mr. Yip Heon Wai (Chairman)
Mr. Yip Heon Keung

Non-executive Directors:
Dr. Xu Zhiming
Mr. Zhang Ying

Independent non-executive Directors:
Mr. James T. Siano

Ms. Tse Yuet Ling, Justine

Ms. Lai May Lun

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.
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Board of Directors (continued)

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 sent to all Directors prior to the meeting.

For the year ended 31 March 2008, the Board held five regular full Board
meetings (including an adjourned meeting). The individual attendance record of

each Director is as follows:
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Directors Attendance
==} HERE
Executive Directors BITES

Mr. Yip Seng Mun (retired on 6 June 2007) HREREE (RZZEZLFNANHEERE) 0/5
Mr. Yip Heon Ping (retired on 6 June 2007) it (RZZFZFNANHRE) 0/5
Mr. Yip Heon Wai (Chairman) HrRgLE (FE) 5/5
Mr. Yip Heon Keung ESEE:e 3/5
Non-executive Directors FHTES

Dr. Xu Zhiming (appointed on 6 June 2007) FFEAAB L (R=ZEZTtF A NBEZMT) 3/5
Mr. Zhang Ying (appointed on 6 June 2007) RAKE (RZZFZFNANHEZT) 4/5
Independent non-executive Directors BUkHTES

Mr. James T. Siano James T. Siano %t 4 4/5
Ms. Tse Yuet Ling, Justine # AL 5/5
Ms. Lai May Lun REmIL 5/5
Apart from the regular Board meetings of the year, the Board met on other ~BAFEEHRAR L EFE SR EFENAEH

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.
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Board of Directors (continued)

Board Meetings (continued)

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 made 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 to
Directors at any reasonable time on their 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.

Delegation by the Board

The Company has set out the respective functions and responsibilities
reserved to the Board and those delegated to management. The Board
delegates day-to-day operations of the Group to executive Directors and
senior management while reserving certain key matters for its approval. The
Board is responsible for the approval and monitoring of the Company’s overall
strategies and policies, approval of business plans; evaluating the performance
of the Company and oversight of management. It is also responsible for
promoting the success of the Company and its businesses by directing and

supervising the Company’s affairs.

Decisions of the Board are communicated to the management through

executive Directors who have attended at Board meetings.
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Board of Directors (continued)

Term of Appointment and Re-election

Each of the executive Directors is engaged on a Director’s service contract
with the Company. Under the Code provision A.4.1, non-executive Directors
should be appointed for a specific term, subject to re-election. Each of the
existing non-executive Directors is appointed for a fixed term of one year,
subject to retirement by rotation and re-election in accordance with the Articles
of Association. All independent non-executive Directors have formal letters of
appointment setting out key terms and conditions relative to their appointment
and are subject to retirement by rotation and re-election in accordance with
the Articles of Association. 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 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.

Under the Code provision A.4.2, 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.

At the annual general meeting of the Company held on 25 July 2006, a special
resolution was passed by the shareholders of the Company to approve the
amendments to the Articles of Association to ensure compliance with the
Code on CG Practices. Pursuant to the amended provisions of the Articles of
Association, 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 general
meeting of the Company and shall then be eligible for re-election. 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
every Director (including those appointed for a specific term) shall be subject to

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

Chairman and the Chief Executive Officer

Under the Code provision A.2.1, the roles of the Chairman and Chief Executive
Officer should be separated and should not be performed by the same
individual. The division of responsibilities between the Chairman and the Chief
Executive Officer should be clearly established and set out in writing. During
the year under review, Mr. Yip Heon Wai served the roles of Chairman and
Managing Director following his appointment as the Chairman of the Company
on 6 June 2007. Mr. Yip served the dual roles of Chairman and Managing
Director until December 2007 when Mr. Guan Ming Jie was appointed as the
Chief Executive Officer of the Company.

To improve transparency and independency, the roles of the Chairman and the
Chief Executive Officer of the Company have been segregated and have not

been exercised by the same individual since December 2007.

The Chairman, Mr. Yip Heon Wai, was responsible for ensuring that the Board
functions effectively and smoothly. In doing so, the Chairman ensured that
good corporate governance practices and procedures were established and
followed, and that all Directors were properly briefed and received all relevant
information prior to each meeting. The Chairman was also responsible for
overseeing the implementation of corporate strategies of the Group.

Since December 2007, Mr. Guan Ming Jie has assumed the role of the Chief
Executive Officer of the Company. He is responsible for overseeing the day-to-
day operations of the Group.

Remuneration Committee

In accordance with the Code on CG Practices, the Company established
its remuneration committee (“Remuneration Committee”) on 17 June 2005
with written terms of reference. The terms of reference of the Remuneration
Committee are available on the Company’s website. The Remuneration
Committee comprises two independent non-executive Directors of the
Company, namely Ms. Tse Yuet Ling, Justine (Chairman of the Remuneration),

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

The principal responsibilities of the Remuneration Committee include making
recommendations to the Board on the Company’s policy and structure for all
remuneration of Directors and senior management and reviewing the specific
remuneration packages of all executive Directors and senior management by
reference to corporate goals and objectives resolved by the Board from time to
time.

ERREFEYITE

RBTAMEXA21 TEEEFERTEZACE
PF - BT HE-ARE - THEEEFATED
PIEEZ BB ABRERELAZESIH - KEEEF
B EA#EEN_ZZELFRANBEZERSE
REIEFER  RAEREARRIEREFRLE L
B - BEAEREIEREFECB2RBUERZ
ETHF+T A BERRNERERZERERRZE
FHITE °

REBEAELEIN B -TZTEF+ AN
Ko ARBEIFEREFHNTEZABC R X3
BE—AEE -

ITREEMGEELEEERRESTSHURIBF AT

BE RETEEE  IFRERRHLEELGER
NIZFRERAEIE T MBEEESSHAY
BEEE MG LES—VERER - R - ZET
BEERAEECERK 2 ENR -

“EREFF AR ARBEEATE B
HEANCERE  RRERESAKEZATZE -

FHEES

REBEEGEXERERTUZIHE  ARFER_FF
AERATERARIHFMZRE2((HFMEZEe® )
WEmMGIEHLBERE  FHEZE ez BEHER
RARBUAIHER - HFHNZ B SR ARAIMETE
VIFRTEEHARKE (FMZEEER)  Bx
izt - AR —BRITEREMB LA

YRR T ERAECERARTAMBEEERD
REREzHMBRRERERESSRMES - A
NESEEZETHBERZEEARREMNRER &
BFMERTEENSRERE ZFEHMTE -

REMSEHERERAR —TTN\FFH

43




44

Corporate Governance Report TE¥ERRE

Board of Directors (continued)

Remuneration Committee (continued)

During the year under review, a meeting of the Remuneration Committee was

held on 21 June 2007 for reviewing and discussing the policy for remuneration HEIT—REH  UBZKTHRESASREEE
of Directors and the senior management. The individual attendance record of ~ Z#HBEE - HFHZE SR ESELFEEH 25
each Remuneration Committee member is as follows: BROOE

Members Attendance
£8 HERE
Ms. Tse Yuet Ling, Justine (Committee Chairman) HARLZL (ZEEE2FE) 1/1
Ms. Lai May Lun REMmMI L 1/1
Mr. Yip Heon Keung EmagsitE 1/1
Nomination of Directors EECRE

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.

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

Committee given the relatively small size of the Board.
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Corporate Governance Report TE¥ERRE

Board of Directors (continued)

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
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 Group.
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The Audit Committee held four meetings during the year under review. The  HFZZECEREBEFERITNASH - BXE 8
individual attendance record of each Audit Committee member is as follows: EXNEFBLEEGE ZLENT

Members Attendance
£B8 HERE
Mr. James T. Siano (Committee Chairman) James T. Siano L £ (X5 2+ /) 3/4
Ms. Tse Yuet Ling, Justine WA LZE 4/4
Ms. Lai May Lun BRIt 4/4
The Group’s unaudited quarterly and interim results and audited annual results ~ AEBEBHEZEZZTZN\F=A=1T—HLEFEIZRLE
during the year ended 31 March 2008 have been reviewed by the Audit BEREELRTHEERCEZFEXFECLHEZ
Committee, which was of the opinion that the preparation of such results ZEE@EX - BXEZEERAXSEEFTABRZ
complied with the applicable accounting standards and requirements and that ~ &FFEA|RZEK - BEHEEHER -

adequate disclosure has been made.
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Board of Directors (continued)

Auditors’ Remuneration

The Audit Committee of the Company is responsible for considering and
reviewing the appointment of the external auditors and reviewing any non-audit
functions performed by the external auditors, including whether such non-audit

functions could lead to any potential material adverse effect on the Group.

During the year under review, the Group was required to pay an aggregate of
HK$1,028,000 to the external auditors for their audit services. There was no
significant non-audit service assignment undertaken by the external auditors

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 Group, Messrs. Emst & Young, about
their reporting responsibilities on the financial statements of the Group are set out in

the section “Independent Auditors’ Report” of this annual report.

Internal Control

During the year under review, the Board conducted a review of its system of
internal control 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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Independent Auditors’ Report & Z S Hi R &

Ell ERNST & YOUNG

To the shareholders of
Prosten Technology Holdings Limited

(Incorporated in the Cayman Islands with limited liability)

We have audited the financial statements of Prosten Technology Holdings
Limited set out on pages 49 to 124, which comprise the consolidated
and company balance sheets as at 31 March 2008, and the consolidated
income statement, the consolidated statement of changes in equity and the
consolidated cash flow statement for the year then ended, and a summary of

significant accounting policies and other explanatory notes.

Directors’ Responsibility for the Financial Statements

The Directors of the Company are responsible for the preparation and the
true and fair presentation of these financial statements in accordance with
Hong Kong Financial Reporting Standards issued by the Hong Kong Institute
of Certified Public Accountants and the disclosure requirements of the
Hong Kong Companies Ordinance. This responsibility includes designing,
implementing and maintaining internal control relevant to the preparation
and the true and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error; selecting and applying
appropriate accounting policies; and making accounting estimates that are

reasonable in the circumstances.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based
on our audit. Our report is made 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.

We conducted our audit in accordance with Hong Kong Standards on Auditing
issued by the Hong Kong Institute of Certified Public Accountants. Those
standards require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance as to whether the financial

statements are free from material misstatement.
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Independent Auditors’ Report (continued) & 3 #% B HI 8 & (&)

To the shareholders of
Prosten Technology Holdings Limited

(Incorporated in the Cayman Islands with limited liability)

Auditors’ Responsibility (continued)

An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the financial statements. The procedures selected
depend on the auditors’ judgement, including the assessment of the risks
of material misstatement of the financial statements, whether due to fraud
or error. In making those risk assessments, the auditors consider internal
control relevant to the entity’s preparation and true and fair presentation of the
financial statements in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the Directors, as well as evaluating the overall

presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and

appropriate to provide a basis for our audit 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 2008 and of the
Group’s profit and cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards and have been properly prepared
in accordance with the disclosure requirements of the Hong Kong Companies

Ordinance.

Ernst & Young

Certified Public Accountants

18th Floor,

Two International Finance Centre
8 Finance Street, Central

Hong Kong

23 June 2008
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Consolidated Income Statement HZR&5EHE K
Year ended 31 March 2008 = ZEZENFE=F=+—HIFFEF

2008 2007
Notes HK$’000 HK$'000
—EEN\F —ETLF
s FHET FiBT
Revenue Wz 5 83,339 51,222
Cost of sales SHEA (9,869) (18,413)
Gross profit £ 73,470 32,809
Other income and gains - N s 5 8,844 1,142
Selling expenses HERX (8,751) (24,840)
Administrative expenses THAX (25,515) (37,746)
Other expenses HiFx (7,854) (6,110)
Fair value gain on derivative component AR ESNTE T A5
of convertible bonds Z A EERE 7,745 =
Finance costs Bi5ER 7 (23,580) (24)
Profit/(loss) before tax BREBLADEF,(B58) 6 24,359 (34,769)
Tax I8 10 2,128 280
Profit/(loss) for the year attributable to RAGERFE AES
equity holders of the Company FRER,(BE) 11 26,487 (34,489)
Earnings/(loss) per share attributable to 2~ T ##HE AEE
equity holders of the Company SRERN,(FE) 12
Basic YN HK4.4 (HK6.1)
cents &1l cents 7Ll
Diluted e HK4.2 N/A
cents &1l T iEA
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Consolidated Balance Sheet &8 ¥ EE/ER

31 March 2008 —EZN\F=H=+—H

2008 2007
Notes HK$’000 HK$'000
—EENF —EEF
B = FHET FET
NON-CURRENT ASSETS FEREEE
Property, plant and equipment Y% BB K& 13 4,140 4,732
Investment property TEME 14 2,408 =
Deposits HEA 222 2,274
Available-for-sale investments AHEERE 16 786 757
Deferred tax assets RIEFIBEE = 17 10,600 =
Total non-current assets IEmB)E AT 18,156 7,763
CURRENT ASSETS REEE
Trade receivables FEWBR R 18 42,361 6,469
Prepayments, deposits and other receivables TEfFKIE  7l¢ R EALEUWGRIE 19 6,249 3,659
Equity investments at fair value through BAFEEYRREERRRER
profit or loss BRIR 2 RHEIR & 20 3,162 2
Due from Directors JEE=S 2 508 21 142 =
Cash and cash equivalents Be MREeEEY 22 33,202 3,040
Total current assets BB EBEE 85,116 13,170
CURRENT LIABILITIES RBEE
Trade payables FEITARFR 23 2,840 8,470
Other payables, deposits received HEMER - ElWET®
and accruals KT F/IA 24 9,673 6,969
Due to Directors BNESZ5IE 25 - 523
Tax payable FEIFIIR 8,805 328
Convertible bonds AR ES 26 36,000 =
Embedded financial derivative BARESEITETAR 26 8,619 =
Total current liabilities mENE B 65,937 16,290
NET CURRENT ASSETS/(LIABILITIES) REBEE(AF) FE 19,179 (3,120)
Net assets EEFE 37,335 4,643
EQUITY R
Equity attributable to equity holders AATERFEA
of the Company Rl
Issued capital BEBITRRAR 27 59,727 59,237
Reserves & 29 (22,392) (54,594)
Total equity R 37,335 4,643
Yip Heon Wai Yip Heon Keung
Chairman Director
EoOg EoEE
ES EFE
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Consolidated Statement of Changes in Equity SR8 XS XK

Year ended 31 March 2008 —FZENF=H=+—HIFE

Attributable to equity holders of the Company

ANAREREAEE
Foreign
Share  Statutory  currency Share Accum-
Issued  premium reserve translation option ulated
capital account fund reserve reserve losses Total
[RE3 vl TR HNEE R 23t Sub-total equity
fIRA wER e HitE ERE 5} Mt EREE
Notes HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(k3 TEL T FH THEL TEL T FHT TEL
At 1 April 2007 RZEE+FNA—A 59,237 348,159 53 1,926 1,204 (405,936) (54,594) 4,643
Exchange differences arising on GABNIBARREM
consolidation of overseas EECERER
subsidiaries - - - 3510 - - 3,510 3510
Total income and expense PESERRER LA
recognised directly in equity LGS - - - 3,510 = = 3,510 3510
Proft for the year FREA - - - - - 26,487 26,487 26,487
Total income and expense FRRARRY B35
for the year - - - 3,610 - 26,487 29,997 29,997
Issue of shares R 27 490 649 - - - - 649 1,139
Equity-settled share IEREE ZRRERY
option arrangements 29(b) - - - - 1,556 - 1,556 1,556
Transfer of share option reserve BREX R ERERE
upon the lapse of share options & 29b) - - - - (227) 207 = =
At 31 March 2008 R-ZE\E=A=1-H 59,7271 348,808 53 5,436 2,633 (879,222) (22,392) 37,335
At 1 April 2006 “2EFNA-H 51,125 339,275 53 954 283 (871,533) (30,968) 20,157
Exchange differences arising SRENBARERE
on consolidation of EECERER
overseas subsidiaries - - - 972 - - 972 972
Total income and expense PERERRER LA
recognised directly in equity %85 - - - 972 - - 972 972
Loss for the year FRER - - - - - (34489)  (34,489) (34,489
Total income and expense FRRARRS 25
for the year - - - 972 - (34,489) (33,517) (33,517)
Issue of shares Bkt o7 8,112 9,245 - - - - 9,245 17,357
Share issue expenses BIRGHFEE 27 - (361) = = = = (361) (361)
Equity-settled share INEREE R
option arrangements 29(b) - - - - 1,007 - 1,007 1,007
Transfer of share option reserve BRER AR ERE
upon the lapse of share options e 29(0b) = = = = (86) 86 - -
At 31 March 2007 R-ZZ+E=A=1+-H 59,237 348,159 53 1,926 1,204 (405,936) (54,594) 4,643

REMBERERAR —TTN\FFH
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Consolidated Cash Flow Statement Z&E8HERE R

Year ended 31 March 2008 —FZENF=H=+—HIFE

2008 2007
Notes HK$’000 HK$'000
—EEN\F ZETLF
k! FHET FiBT
CASH FLOWS FROM OPERATING REEBZRENE
ACTIVITIES
Profit/(loss) before tax BRELATR A, (E518) 24,359 (34,769)
Adjustments for: KPR TR
Finance costs B E A 7 23,580 24
Interest income FEUWA 5 (475) (300)
Investment income EWA 5 (1,020) (347)
Write back of trade payables JE A~ BR FR [E] % 5 (5,887) =
Gain on disposal of items of property, HEWE - BE R&E
plant and equipment T8 B e B (15) (63)
Gain on disposal of equity investments HEZRATERYREEER
at fair value through profit or loss ARBEIE 2 BRI B Was 5 (246) (21)
Depreciation e 6 1,871 2,282
Write off of items of property, plant Y% - R E M TE B M
and equipment - 312
Impairment allowance for doubtful debts RERRERE 6 3,203 3,836
Write off of inventories FEH#isH = 30
Equity-settled share option arrangements ARERS 45 H 2 BERR e HE 28 1,556 1,007
Changes in fair value of: NHEEEE) :
Investment property wEMZE 5 (965) -
Derivative component of AR ESNITE T A5
convertible bonds (7,745) -
Equity investments at fair value BAFEEYREEERR
through profit or loss REETE 7 RIERE 6 2,479 -
40,695 (28,009)
Decrease/(increase) in deposits IR, (38hn) 829 (1,771)
Increase in available-for-sale investments Al E IS E LN - (19)
Decrease in inventories FERD - 293
Decrease/(increase) in trade receivables UK BR R (38540 (39,095) 1,058
Decrease/(increase) in prepayments, TERRUE « 5l & RHAM
deposits and other receivables FEM R IE R A, (38 hn) (2,590) 655
Increase in amounts due from Directors U E = 2 FRIRE N (142) =
Decrease in equity investments at fair value 122 FEBESIER R EIB SRR I
through profit or loss 2 IR B - 484
Increase/(decrease) in trade payables FEfBRZRIE AN, (R A) 257 (3,371)
Increase/(decrease) in amounts due R ESZ KB M, ()
to Directors (523) 211
Increase in amount due to a senior officer FER —&m BB 2 FIEE M - 312
Increase/(decrease) in other payables, Hihez0s  elEIe &
deposits received and accruals FERTFRIER I, R ) 2,704 (607)
Exchange realignment M 5, B 2,968 605
Cash generated from/(used in) operations KEESAG(BA) 2H& 5,103 (30,159)
Interest received BHE 475 300
Investment income received BIEE WA 1,020 347
Interest paid BFE (16) (24)
Overseas taxes paid EAREINTIE (5) -
Net cash inflow/(outflow) from operating EERMBZHERA Rt
activities 7 6,577 (29,536)
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Consolidated Cash Flow Statement (continued) ZZ SR ERE R (&)

Year ended 31 March 2008 —FZENF=H=+—HIFE

2008 2007
Notes HK$’000 HK$'000
—EEN\F —ETLF
BisE FHET FiBT
Net cash inflow/(outflow) from operating KEEBMEBZRERA (Rit)
activities R 6,577 (29,536)
CASH FLOWS FROM INVESTING REXBZRERE
ACTIVITIES
Purchases of items of property, BAME - BE K&
plant and equipment RiESIAE 13 (1,066) (2,158)
Purchase of an investment property BAREY 14 (65) -
Purchases of equity investments at BARATEETRERE
fair value through profit or loss BaiREE C RERE (8,613) =
Proceeds from disposal of items of property, ﬁ’§¢%¥ B 5 K&
plant and equipment FiESIA B TSR 17 71
Proceeds from disposal of equity investments ﬁﬁ?i?ﬁiﬁﬁﬁlmﬁ)iﬁ%#@ﬁ
at fair value through profit or loss BRIR 2 IR & 1S SR8 3,220 -
Decrease of pledged bank deposits BERRITIEFFOR D - 441
Net cash outflow from investing activities WA S 2R &M 558 (6,507) (1,646)
CASH FLOWS FROM FINANCING MELKHESRE
ACTIVITIES
Proceeds from issue of convertible bonds BT AR E A AT SRR 26 28,800 =
Proceeds from issue of shares BT P15 5R0E 27 1,139 16,996
Net cash inflow from financing activities BEXRBAFZRERAFR 29,939 16,996
NET INCREASE/(DECREASE) IN CASH REeRREEZEY
AND CASH EQUIVALENTS #i,CRd) B8 30,009 (14,186)
Cash and cash equivalents at FHIzBHeRREEEY
beginning of year 3,040 17,028
Effect of foreign exchange rate changes, net  JEZR& ) » 2 %8 153 198
CASH AND CASH EQUIVALENTS FRZEESRELZEY
AT END OF YEAR 33,202 3,040
ANALYSIS OF CASH AND ReRRLEEYIN
CASH EQUIVALENTS
Cash and bank balances I & RERITAEER 22 27,199 3,040
Non-pledged time deposits with original REVS R = & A R 21| Ef
maturity of less than three months 2 BRI TE BRI 3R
when acquired 22 6,003 -
33,202 3,040
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Balance Sheet EE& &%

31 March 2008 —EZN\F=H=+—H

2008 2007
Notes HK$’000 HK$'000
—ZEEN\F —TEEF
B 5 FET T
NON-CURRENT ASSETS FRBEE
Interests in subsidiaries RB ARz 15 25,082 5,809
CURRENT ASSETS REEE
Prepayments, deposits and other receivables FafFIE ~ 514 N E b EUZXTE 19 407 199
Cash and cash equivalents He MBS EY 22 8,243 10
Total current assets MBNEELR 8,650 209
CURRENT LIABILITIES REEE
Accruals and other payables FERTFRIE R B At FE S SRR 24 1,420 1,433
Convertible bonds AR ES 26 36,000 =
Embedded financial derivative BARSBITET R 26 8,619 =
Total current liabilities mE B EERE 46,039 1,433
NET CURRENT LIABILITIES RBAEFE (37,389) (1,224)
Net assets/(liabilities) BE (88 2E (12,307) 4,585
EQUITY/(DEFICIENCY IN ASSETS) % (BEBH)
Issued capital BEITRA 27 59,727 59,237
Reserves it 29(b) (72,034) (54,652)
Total equity/(deficiency in assets) RERBE(BEBH) (12,307) 4,585

Yip Heon Wai
Chairman

RE#
e

Yip Heon Keung

Director

ED
EZE
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Notes to the Financial Statements BB ERK =

Year ended 31 March 2008 —FZEN\F=H=+—HILFE

2.1.

Corporate Information

The Company is a limited liability company incorporated in the Cayman
Islands. The address of its registered office is Century Yard, Cricket
Square, Hutchins Drive, P.O. Box 2681, Grand Cayman KY1-1111,
Cayman lIslands. 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 15 to the financial statements.

Basis of Preparation

These financial statements have been prepared in accordance with Hong
Kong Financial Reporting Standards (“HKFRSs”) (which include all Hong
Kong Financial Reporting Standards, Hong Kong Accounting Standards
(“HKASs”) and Interpretations) issued by the Hong Kong Institute of
Certified Public Accountants, accounting principles generally accepted
in Hong Kong and the disclosure requirements of the Hong Kong
Companies Ordinance. They have been prepared under the historical
cost convention, except for an investment property, derivative financial
instruments and equity investments, which have been measured at fair
value. These financial statements are presented in Hong Kong dollars
(“HK$”) and all values are rounded to the nearest thousand except when

otherwise indicated.
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2.1. Basis of Preparation (continued)

2.2

Basis of consolidation

The consolidated financial statements include the financial statements
of the Company and its subsidiaries (collectively referred to as the
“Group”) for the year ended 31 March 2008. The results of subsidiaries
are consolidated from the date of acquisition, being the date on which
the Group obtains control, and continue to be consolidated until the date
that such control ceases. All significant intercompany transactions and

balances within the Group are eliminated on consolidation.

Impact of New and Revised Hong Kong Financial
Reporting Standards

The Group has adopted the following new and revised HKFRSs for the
first time for the current year’s financial statements. Except for in certain
cases, giving rise to new and revised accounting policies and additional
disclosures, the adoption of these new and revised standards and

interpretations has had no material effect on these financial statements.

HKFRS 7 Financial Instruments: Disclosures
HKAS 1 Amendment Capital Disclosures
HK(IFRIC)-Int 8 Scope of HKFRS 2

HK(IFRIC)-Int 9 Reassessment of Embedded Derivatives

HK(IFRIC)-Int 10 Interim Financial Reporting and Impairment

HK(IFRIC)-Int 11 HKFRS 2 — Group and Treasury Share

Transactions
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2.2.Impact of New and Revised Hong Kong Financial
Reporting Standards (continued)

The principal effects of adopting these new and revised HKFRSs are as

follows:

(@)

(b)

(c)

HKFRS 7 Financial Instruments: Disclosures

This standard requires disclosures that enable users of the financial
statements to evaluate the significance of the Group’s financial
instruments and the nature and extent of risks arising from those
financial instruments. The new disclosures are included throughout
the financial statements. While there has been no effect on the
financial position or results of operations of the Group, comparative

information has been included/revised where appropriate.

Amendment to HKAS 1 Presentation of Financial Statements
- Capital Disclosures

This amendment requires the Group to make disclosures that enable
users of the financial statements to evaluate the Group’s objectives,
policies and processes for managing capital. These new disclosures

are shown in note 34 to the financial statements.

HK(IFRIC)-Int 8 Scope of HKFRS 2

This interpretation requires HKFRS 2 to be applied to any
arrangement in which the Group cannot identify specifically some or
all of the goods or services received, for which equity instruments
are granted or liabilities (based on a value of the Group’s equity
instruments) are incurred by the Group for a consideration, and
which appears to be less than the fair value of the equity instruments
granted or liabilities incurred. As the Group’s existing policy of
accounting for equity instruments granted complies with the
requirements of the interpretation, the interpretation has had no

effect on these financial statements.
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2.2.Impact of New and Revised Hong Kong Financial

Reporting Standards (continued)

(d)

(e)

()

HK(IFRIC)-Int 9 Reassessment of Embedded Derivatives

This interpretation requires that the date to assess whether an
embedded derivative is required to be separated from the host
contract and accounted for as a derivative is the date that the Group
first becomes a party to the contract, with reassessment only if there
is a change to the contract that significantly modifies the cash flows.
As the Group’s existing policy of accounting for derivatives complies
with the requirements of the interpretation, the interpretation has had

no effect on these financial statements.

HK(IFRIC)-Int 10 Interim Financial Reporting and Impairment

The Group has adopted this interpretation as of 1 April 2007,
which requires that an impairment loss recognised in a previous
interim period in respect of goodwill or an investment in either an
equity instrument classified as available-for-sale or a financial asset
carried at cost is not subsequently reversed. As the Group had no
impairment losses previously reversed in respect of such assets, the
interpretation has had no impact on the financial position or results

of operations of the Group.

HK(IFRIC)-Int 11 HKFRS 2 - Group and Treasury Share

Transactions

HK(IFRIC)-Int 11 requires arrangements whereby an employee is
granted rights to the Group’s equity instruments, to be accounted
for as an equity-settled scheme, even if the Group acquires the
instruments from another party, or the shareholders provide the
equity instruments needed. HK(IFRIC)-Int 11 also addresses the
accounting for share-based payment transactions involving two or
more entities within the Group. As the Group currently has no such

transactions, the interpretation has no financial impact on the Group.
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2.3.Impact of Issued but not Yet Effective Hong Kong 23.BEMGENARENMZEBMBREE

Financial Reporting Standards Alz&E
The Group has not applied the following new and revised HKFRSs, that RN B A 2 S WIS IR R EAN LA T B A
have been issued but are not yet effective, in these financial statements. B ARE ] RSB S A RIRAER -
HKFRS 2 Amendments Share-based Payment — Vesting BB TRERIRAER| AR EBETE T
Conditions and Cancellations ' 2 2 5% (K187 T) — BB IR R
HKFRS 3 (Revised) Business Combinations ? BEPBEBHRAERN  EFELSH2
5B 35% (K1ERT)
HKFRS 8 Operating Segments ERYIERMER  ALESE
85
HKAS 1 (Revised) Presentation of Financial Statements ' B AR B#RE e 25
2157 (K187T)
HKAS 23 (Revised) Borrowing Costs AR LER EEKAT
5 2355k (F4E5T)
HKAS 27 (Revised) Consolidated and Separate Financial A esH LR B RIBUBEIRA?
Statements? 5827 5% (SHEET)
HKAS 32 and HKAS 1 PRuttable Financial Instruments and AR GTHERIEI AR EMIAR
Amendments Obligations Arising on Liquidations’ SREBEET VBRI EEZEIE

AERIZE 157

(B&1E7T)

RENEBRERAT 22 \545% 59
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2.3.Impact of Issued but not Yet Effective Hong Kong
Financial Reporting Standards (continued)

HK(IFRIC)-Int 12 Service Concession Arrangements °
HK(IFRIC)-Int 13 Customer Loyalty Programmes *
HK(IFRIC)-Int 14 HKAS 19 — The Limit on a Defined Benefit

Asset, Minimum Funding Requirernents

and their Interaction °

! Effective for annual periods beginning on or after 1 January 2009

2 Effective for annual periods beginning on or after 1 July 2009

9 Effective for annual periods beginning on or after 1 January 2008

N Effective for annual periods beginning on or after 1 July 2008

The Group is in the process of making an assessment of the impact of
these new and revised HKFRSs upon initial application. So far, it has
concluded that while the adoption of HKFRS 8 and HKAS 1 may result
in new or amended disclosures, these new and revised HKFRSs should
not have any significant impact on the Group’s results of operations and

financial position.
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2.4 TESHBERME

2.4. Summary of Significant Accounting Policies

Subsidiaries
A subsidiary is an entity whose financial and operating policies the
Company controls, directly or indirectly, so as to obtain benefits from its

activities.

The results of subsidiaries are included in the Company’s income
statement to the extent of dividends received and receivable. The
Company’s interests in subsidiaries are stated at cost less any impairment

losses.

Impairment of non-financial assets other than goodwiill

Where an indication of impairment exists, or when annual impairment
testing for an asset is required (other than inventories, deferred tax assets,
financial assets and investment properties), the asset’s recoverable
amount is estimated. An asset’s recoverable amount is the higher of the
asset’s or cash-generating unit’s value in use and its fair value less costs
to sell, and is determined for an individual asset, unless the asset does
not generate cash inflows that are largely independent of those from other
assets or groups of assets, in which case, the recoverable amount is

determined for the cash-generating unit to which the asset belongs.

An impairment loss is recognised only if the carrying amount of an asset
exceeds its recoverable amount. 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. An impairment loss is charged
to the income statement in the period in which it arises, unless the asset
is carried at a revalued amount, in which case the impairment loss is
accounted for in accordance with the relevant accounting policy for that

revalued asset.
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2.4. Summary of Significant Accounting Policies (continued)

Impairment of non-financial assets other than goodwill (continued)
An assessment is made at each reporting date as to whether there is any
indication that previously recognised impairment losses may no longer
exist or may have decreased. If such indication exists, the recoverable
amount is estimated. A previously recognised impairment loss of an asset
other than goodwill is reversed only if there has been a change in the
estimates used to determine the recoverable amount of that asset, but
not to an amount higher than the carrying amount that would have been
determined (net of any depreciation/amortisation) had no impairment loss
been recognised for the asset in prior years. A reversal of such impairment
loss is credited to the income statement in the period in which it arises,
unless the asset is carried at a revalued amount, in which case the
reversal of the impairment loss is accounted for in accordance with the

relevant accounting policy for that revalued asset.
Related parties

A party is considered to be related to the Group if:

(@) the party, directly or indirectly through one or more intermediaries,
(i) controls, is controlled by, or is under common control with,
the Group; (i) has an interest in the Group that gives it significant

influence over the Group; or (jii) has joint control over the Group;

(b) the party is an associate;

(c) the party is a jointly-controlled entity;
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2.4 TESTERME ®)

2.4. Summary of Significant Accounting Policies (continued)

Related parties (continued)

(d) the party is a member of the key management personnel of the Group;

(e) the party is a close member of the family of any individual referred to
n (a) or (d);

() the party is an entity that is controlled, jointly controlled or
significantly influenced by or for which significant voting power in
such entity resides with, directly or indirectly, any individual referred

toin (d) or (e); or

(@ the party is a post-employment benefit plan for the benefit of the
employees of the Group, or of any entity that is a related party of the

Group.

Property, plant and equipment and depreciation

Property, plant and equipment, are stated at cost less accumulated
depreciation and any impairment losses. The cost of an item of property,
plant and equipment comprises its purchase price and any directly
attributable costs of bringing the asset to its working condition and
location for its intended use. Expenditure incurred after items of property,
plant and equipment have been put into operation, such as repairs and
maintenance, is normally charged to the income statement in the period
in which it is incurred. In situations where it can be clearly demonstrated
that the expenditure has resulted in an increase in the future economic
benefits expected to be obtained from the use of an item of property,
plant and equipment, and where the cost of the item can be measured
reliably, the expenditure is capitalised as an additional cost of that asset

or as a replacement.
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2.4. Summary of Significant Accounting Policies (continued)

Property, plant and equipment and depreciation (continued)

Depreciation is calculated on the straight-line basis to write off the cost of
each item of property, plant and equipment to its residual value over its
estimated useful life. The principal annual rates used for this purpose are

as follows:

Leasehold building 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%

Where parts of an item of property, plant and equipment have different
useful lives, the cost of that item is allocated on a reasonable basis among

the parts and each part is depreciated separately.

Residual values, useful lives and the depreciation method are reviewed,

and adjusted if appropriate, at each balance sheet date.

An item of property, plant and equipment is derecognised upon disposal
or when no future economic benefits are expected from its use or
disposal. Any gain or loss on disposal or retirement recognised in the
income statement in the year the asset is derecognised is the difference
between the net sales proceeds and the carrying amount of the relevant

asset.
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2.4 TESTERME ®)

2.4. Summary of Significant Accounting Policies (continued)

Investment property

An investment property is an interest in land and buildings held to
earn rental income and/or for capital appreciation, rather than for use
in the production or supply of goods or services or for administrative
purposes; or for sale in the ordinary course of business. Such property
is measured initially at cost, including transaction costs. Subsequent to
initial recognition, investment property is stated at fair value, which reflects

market conditions at the balance sheet date.

Gains or losses arising from changes in the fair value of an investment
property are included in the income statement in the year in which they

arise.

Any gains or losses on the retirement or disposal of an investment
property are recognised in the income statement in the year of the

retirement or disposal.

Intangible assets (other than goodwill)

The useful lives of intangible assets are assessed to be either finite
or indefinite. Intangible assets with finite lives are amortised over the
useful economic life and assessed for impairment whenever there is an
indication that the intangible asset may be impaired. The amortisation
period and the amortisation method for an intangible asset with a finite

useful life are reviewed at least at each balance sheet date.

Research and 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 Group can demonstrate the technical
feasibility of completing the intangible asset so that it will be available for
use or sale, its intention to complete and its ability to use or sell the asset,
how the asset will generate future economic benefits, the availability of
resources to complete the project and the ability to measure reliably the
expenditure during the development. Product development expenditure

which does not meet these criteria is expensed when incurred.
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2.4. Summary of Significant Accounting Policies (continued)

Operating leases

Leases where substantially all the rewards and risks of ownership of
assets remain with the lessor are accounted for as operating leases.
Where the Group is the lessor, assets leased by the Group under
operating leases are included in non-current assets, and rentals
receivable under the operating leases are credited to the income
statement on the straight-line basis over the lease terms. Where the
Group is the lessee, rentals payable under the operating leases are
charged to the income statement on the straight-line basis over the lease

terms.

Prepaid land lease payments under operating leases are initially stated
at cost and subsequently recognised on the straight-line basis over
the lease terms. When the lease payments cannot be allocated reliably
between the land and buildings elements, the entire lease payments
are included in the cost of the land and buildings as a finance lease in

property, plant and equipment.

Investments and other financial assets

Financial assets in the scope of HKAS 39 Financial instruments:
Recognition and Measurement are classified as financial assets at fair
value through profit or loss, loans and receivables, and available-for-sale
financial assets, as appropriate. When financial assets are recognised
initially, they are measured at fair value, plus, in the case of investments
not at fair value through profit or loss, directly attributable transaction

costs.

The Group assesses whether a contract contains an embedded
derivative when the Group first becomes a party to it and assesses
whether an embedded derivative is required to be separated from the
host contract when the analysis shows that the economic characteristics
and risks of the embedded derivative are not closely related to those of
the host contract. Reassessment only occurs if there is a change in the
terms of the contract that significantly modifies the cash flows that would

otherwise be required under the contract.
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2.4 TESTERME ®)

2.4. Summary of Significant Accounting Policies (continued)

Investments and other financial assets (continued)
The Group determines the classification of its financial assets after
initial recognition and, where allowed and appropriate, re-evaluates this

designation at the balance sheet date.

All regular way purchases and sales of financial assets are recognised on
the trade date, that is, the date that the Group commits to purchase or
sell the asset. Regular way purchases or sales are purchases or sales of
financial assets that require delivery of assets within the period generally

established by regulation or convention in the marketplace.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial assets
held for trading. Financial assets are classified as held for trading if they
are acquired for the purpose of sale in the near term. Gains or losses on
investments held for trading are recognised in the income statement. The
net fair value gain or loss recognised in the income statement does not
include any dividends on these financial assets, which are recognised in

accordance with the policies set out for “Revenue recognition” below.

Financial assets may be designated upon initial recognition as at fair value
through profit or loss if the following criteria are met: () the designation
eliminates or significantly reduces the inconsistent treatment that would
otherwise arise from measuring the assets or recognising gains or losses
on them on a different basis; (i) the assets are part of a group of financial
assets which are managed and their performance evaluated on a fair
value basis, in accordance with a documented risk management strategy;
or (i) the financial asset contains an embedded derivative that would

need to be separately recorded.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. Such
assets are subsequently carried at amortised cost using the effective
interest method less any allowance for impairment. Amortised cost is
calculated taking into account any discount or premium on acquisition
and includes fees that are an integral part of the effective interest rate
and transaction costs. Gains and losses are recognised in the income
statement when the loans and receivables are derecognised or impaired,

as well as through the amortisation process.
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2.4. Summary of Significant Accounting Policies (continued)

Investments and other financial assets (continued)
Available-for-sale financial assets

Available-for-sale financial assets are non-derivative financial assets that
are designated as available for sale or are not classified in any of the other
two categories. After initial recognition, available-for-sale financial assets
are measured at fair value, with gains or losses recognised as a separate
component of equity until the investment is derecognised or until the
investment is determined to be impaired, at which time the cumulative
gain or loss previously reported in equity is included in the income
statement. Interest and dividends earned are reported as interest income
and dividend income, respectively and are recognised in the income
statement as “Other income” in accordance with the policies set out for
“Revenue recognition” below. Losses arising from the impairment of such
investments are recognised in the income statement as “Impairment
losses on available-for-sale financial assets” and are transferred from the

available-for-sale investment revaluation reserve.

When the fair value of club debentures cannot be reliably measured
because (a) the variability in the range of reasonable fair value estimates
is significant for that investment or (b) the probabilities of the various
estimates within the range cannot be reasonably assessed and used
in estimating fair value, such securities are stated at cost less any

impairment losses.

Fair value

The fair value of investments that are actively traded in organised financial
markets is determined by reference to quoted market bid prices at the
close of business at the balance sheet date. For investments where there
is no active market, fair value is determined using valuation techniques.
Such techniques include using recent arm’s length market transactions;
reference to the current market value of another instrument which is
substantially the same; a discounted cash flow analysis; and option

pricing models.
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2.4 TESTERME ®)

2.4. Summary of Significant Accounting Policies (continued)

Impairment of financial assets
The Group assesses at each balance sheet date whether there is any
objective evidence that a financial asset or a group of financial assets is

impaired.

Assets carried at amortised cost

If there is objective evidence that an impairment loss on loans and
receivables carried at amortised cost has been incurred, the amount
of the loss is measured as the difference between the asset’s carrying
amount and the present value of estimated future cash flows (excluding
future credit losses that have not been incurred) discounted at the
financial asset’s original effective interest rate (i.e., the effective interest
rate computed at initial recognition). The carrying amount of the asset
is reduced through the use of an allowance account. The amount of
the impairment loss is recognised in the income statement. Loans and
receivables together with any associated allowance are written off when
there is no realistic prospect of future recovery and all collateral, if any, has

been realised or has been transferred to the Group.

If, in a subsequent period, the amount of the impairment loss decreases
and the decrease can be related objectively to an event occurring after the
impairment was recognised, the previously recognised impairment loss is
reversed by adjusting the allowance account. Any subsequent reversal of
an impairment loss is recognised in the income statement, to the extent
that the carrying value of the asset does not exceed its amortised cost at

the reversal date.

In relation to trade and other receivables, a provision for impairment
is made when there is objective evidence (such as the probability of
insolvency or significant financial difficulties of the debtor and significant
changes in the technological, market economic or legal environment that
have an adverse effect on the debtor) that the Group will not be able
to collect all of the amounts due under the original terms of an invoice.
The carrying amount of the receivables is reduced through the use of
an allowance account. Impaired debts are derecognised when they are

assessed as uncollectible.
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2.4. Summary of Significant Accounting Policies (continued)

Impairment of financial assets (continued)

Available-for-sale financial assets

If an available-for-sale asset is impaired, an amount comprising
the difference between its cost (net of any principal payment and
amortisation) and its current fair value, less any impairment loss previously
recognised in the income statement, is transferred from equity to the
income statement. A provision for impairment is made for available-for-
sale equity investments when there has been a significant or prolonged
decline in the fair value below its cost or where other objective evidence
of impairment exists. The determination of what is “significant” or
“prolonged” requires judgement. In addition, the Group evaluates other
factors, such as the share price volatility. Impairment losses on equity
instruments classified as available for sale are not reversed through the

income statement.

Derecognition of financial assets
A financial asset (or, where applicable, a part of a financial asset or part of

a group of similar financial assets) is derecognised where:

e the rights to receive cash flows from the asset have expired;

e the Group retains the rights to receive cash flows from the asset, but
has assumed an obligation to pay them in full without material delay

to a third party under a “pass-through” arrangement; or

e the Group has transferred its rights to receive cash flows from the
asset and either (a) has transferred substantially all the risks and
rewards of the asset, or (b) has neither transferred nor retained
substantially all the risks and rewards of the asset, but has

transferred control of the asset.

Where the Group has transferred its rights to receive cash flows from an
asset and has neither transferred nor retained substantially all the risks
and rewards of the asset nor transferred control of the asset, the asset
is recognised to the extent of the Group’s continuing involvement in the
asset. Continuing involvement that takes the form of a guarantee over the
transferred asset is measured at the lower of the original carrying amount
of the asset and the maximum amount of consideration that the Group

could be required to repay.
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2.4 TESTERME ®)

2.4. Summary of Significant Accounting Policies (continued)

Derecognition of financial assets (continued)

Where continuing involvement takes the form of a written and/or
purchased option (including a cash-settled option or similar provision) on
the transferred asset, the extent of the Group’s continuing involvement
is the amount of the transferred asset that the Group may repurchase,
except in the case of a written put option (including a cash-settled option
or similar provision) on an asset measured at fair value, where the extent
of the Group’s continuing involvement is limited to the lower of the fair

value of the transferred asset and the option exercise price.

Financial liabilities at amortised cost

Financial liabilities including trade and other payables, are initially stated at
fair value less directly attributable transaction costs and are 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. The related interest expense is recognised within “finance

costs” in the income statement.

Gains and losses are recognised in the income statement when the

liabilities are derecognised as well as through the amortisation process.

Convertible bonds

The component of convertible bonds that exhibits characteristics of a
liability is recognised as a liability in the balance sheet, net of transaction
costs. On issuance of convertible bonds, the fair value of the liability
component is determined as the remainder of the proceeds to the
embedded derivative instrument; and this amount is carried as a long
term liability on the amortised cost basis until extinguished on conversion
or redemption. The carrying amount of the conversion option is not
remeasured in subsequent years. Transaction costs are apportioned
between the liability and equity components of the convertible bonds
based on the allocation of proceeds to the liability and equity components

when the instruments are first recognised.
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2.4. Summary of Significant Accounting Policies (continued)

Convertible bonds (continued)

If the conversion option of convertible bonds exhibits characteristics of
an embedded derivative, it is separated from its liability component. On
initial recognition, the derivative component of the convertible bonds
is measured at fair value and presented as part of derivative financial
instruments. Any excess of proceeds over the amount initially recognised
as the derivative component is recognised as the liability component.
Transaction costs are apportioned between the liability and derivative
components of the convertible bonds based on the allocation of proceeds
to the liability and derivative components when the instruments are initially
recognised. The portion of the transaction costs relating to the liability
component is recognised initially as part of the liability. The portion relating
to the derivative component is recognised immediately in the income

statement.

Derecognition of financial liabilities
A financial liability is derecognised when the obligation under the liability is

discharged or cancelled or expires.

When an existing financial liability is replaced by another from the same
lender on substantially different terms, or the terms of an existing liability
are substantially modified, such an exchange or modification is treated as
a derecognition of the original liability and a recognition of a new liability,
and the difference between the respective carrying amounts is recognised

in the income statement.

Cash and cash equivalents

For the purpose of the consolidated cash flow statement, cash and cash
equivalents comprise cash on hand and demand deposits, and short
term highly liquid investments that are readily convertible into known
amounts of cash, are subject to an insignificant risk of changes in value,
and have a short maturity of generally within three months when acquired,
less bank overdrafts which are repayable on demand and form an integral

part of the Group’s cash management.

For the purpose of the balance sheets, cash and cash equivalents
comprise cash on hand and at banks, including term deposits, which are

not restricted as to use.
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2.4 TESTERME &)

2.4. Summary of Significant Accounting Policies (continued)

Provisions

A provision is recognised when a present obligation (legal or constructive)
has arisen as a result of a past event and it is probable that a future
outflow of resources will be required to settle the obligation, provided that

a reliable estimate can be made of the amount of the obligation.

When the effect of discounting is material, the amount recognised for
a provision is the present value at the balance sheet date of the future
expenditures expected to be required to settle the obligation. The
increase in the discounted present value amount arising from the passage

of time is included in finance costs in the income statement.

Income tax
Income tax comprises current and deferred tax. Income tax is recognised
in the income statement, or in equity if it relates to items that are

recognised in the same or a different period directly in equity.

Current tax assets and liabilities for the current and prior periods are
measured at the amount expected to be recovered from or paid to the

taxation authorities.

Deferred tax is provided, using the liability method, on all temporary
differences at the balance sheet date between the tax bases of assets

and liabilities and their carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary differences,

except:

e where the deferred tax liability arises from the initial recognition of an
asset or liability in a transaction that is not a business combination
and, at the time of the transaction, affects neither the accounting

profit nor taxable profit or loss; and

o in respect of taxable temporary differences associated with
investments in subsidiaries, where the timing of the reversal of the
temporary differences can be controlled and it is probable that the

temporary differences will not reverse in the foreseeable future.
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2.4. Summary of Significant Accounting Policies (continued)

Income tax (continued)

Deferred tax assets are recognised for all deductible temporary
differences, carryforward of unused tax credits and unused tax losses,
to the extent that it is probable that taxable profit will be available against
which the deductible temporary differences, and the carryforward of

unused tax credits and unused tax losses can be utilised, except:

e where the deferred tax asset relating to the deductible temporary
differences arises from the initial recognition of an asset or liability
in a transaction that is not a business combination and, at the time
of the transaction, affects neither the accounting profit nor taxable

profit or loss; and

° in respect of deductible temporary differences associated with
investments in subsidiaries, deferred tax assets are only recognised
to the extent that it is probable that the temporary differences will
reverse in the foreseeable future and taxable profit will be available

against which the temporary differences can be utilised.

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 profit will be available to allow all or part of the deferred
tax asset to be utilised. Conversely, previously unrecognised deferred tax
assets are reassessed at each balance sheet date and are recognised to
the extent that it is probable that sufficient taxable profit will be available

to allow all or part of the deferred tax asset to be utilised.

Deferred tax assets and liabilities are measured at the tax rates that are
expected to apply to the period when the asset is realised or the liability
is settled, based on tax rates (and tax laws) that have been enacted or

substantively enacted at the balance sheet date.

Deferred tax assets and deferred tax liabilities are offset if a legally
enforceable right exists to set off current tax assets against current tax
liabilities and the deferred taxes relate to the same taxable entity and the

same taxation authority.
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2.4. Summary of Significant Accounting Policies (continued)

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:

U R FERR
BN S A R AR S B ANE WA BER 5

(@) from the sale of goods, when the significant risks and rewards of (@ HEEMAEWE  RETEEZEANR
ownership have been transferred to the buyer, provided that the RAEREEREE HRER - EAEE
Group maintains neither managerial involvement to the degree HAMEERWAETHEZR BT M E#EE

usually associated with ownership, nor effective control over the

goods sold;

(b) solution integration services and wireless mobile value added

services income, when the relevant services have been rendered;

(c) interest income, on an accrual basis using the effective interest
method by applying the rate that discounts the estimated future
cash receipts through the expected life of the financial instrument to

the net carrying amount of the financial asset; and

(d) investment income, when the policyholders’ right to receive payment

has been established.

Employee benefits

Share-based payment transactions

The Company operates two share option schemes for the purpose of
providing incentives and rewards to eligible participants who contribute to
the success of the Group’s operations. Employees (including Directors)
of the Group receive remuneration in the form of share-based payment
transactions, whereby employees render services as consideration for

equity instruments (“equity-settled transactions”).

The cost of equity-settled transactions with employees is measured by
reference to the fair value at the date at which they are granted. The fair
value is determined by an external professional qualified valuer using
an appropriate pricing model, further details of which are given in note
28 to the financial statements. In valuing equity-settled transactions, no
account is taken of any performance conditions, other than conditions
linked to the price of the shares of the Company (“market conditions”), if

applicable.
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2.4. Summary of Significant Accounting Policies (continued)

Employee benefits (continued)

Share-based payment transactions (continued)

The cost of equity-settled transactions is recognised, together with
a corresponding increase in equity, over the period in which the
performance and/or service conditions are fulfilled, ending on the date
on which the relevant employees become fully entitled to the award (the
“vesting date”). The cumulative expense recognised for equity-settled
transactions at each balance sheet date until the vesting date reflects
the extent to which the vesting period has expired and the Group’s best
estimate of the number of equity instruments that will ultimately vest.
The charge or credit to the income statement for a period represents the
movement in the cumulative expense recognised as at the beginning and

end of that period.

No expense is recognised for awards that do not ultimately vest, except
for awards where vesting is conditional upon a market condition, which
are treated as vesting irrespective of whether or not the market condition

is satisfied, provided that all other performance conditions are satisfied.

Where the terms of an equity-settled award are modified, as a minimum
an expense is recognised as if the terms had not been modified.
In addition, an expense is recognised for any modification, which
increases the total fair value of the share-based payment arrangement,
or is otherwise beneficial to the employee as measured at the date of

modification.

Where an equity-settled award is cancelled, it is treated as if it had vested
on the date of cancellation, and any expense not yet recognised for the
award is recognised immediately. However, if a new award is substituted
for the cancelled award, and is designated as a replacement award on the
date that it is granted, the cancelled and new awards are treated as if they
were a modification of the original award, as described in the previous

paragraph.

The dilutive effect of outstanding options is reflected as additional share

dilution in the computation of earnings per share.

PROSTEN TECHNOLOGY HOLDINGS LIMITED ANNUAL REPORT 2008

Notes to the Financial Statements (continued) Bf 3R 3 Kf 5% (&)

Year ended 31 March 2008 —FZENF=H=+—HIFE

2.4 TEESTEERME @)

EEEF (&)

KRG BANTHHIX 5 ()

AR E 2 RGO ANRE R,/ RS 5
HEITHRER - RAREMES B8
RERTEANZAZENER(FEAND A
k- EEBRR A BEEE AR AERER
2R 5 PR R T S R IR 53 8 HAfE m 0 72
BEEARERREZREROES TAMERN
REMGF - REAGFSBERMBHEANS
FRIE B S A FE R R A B S ) -

BART ISR HBOC®RIN - HRRER
THREO@E - A TEREIRRAS - MENE
BFMIZ GBI R - EEMMAE KRR K
HHBEEERAT  TEMHKEEELES R
Ko HRIFERE o

WEFT AR A E 2 @R IEHRE - HEEd
HERRAX - HMERBGERALEIELERT 1t
S IR BEERT HER BT - AN 3K
ZHNARTEE - INMERTE At EREE
BAM -

sttt R A E A R - RIS RIEE N EHE
BB M EARI RS R a2 O 5 S i Sz BN g
B o AR - i CART B RER (PR SH AV @ 3 - I
R E BSIERKRE R - BT MR
R B R HARERE B RAER] - BREFHER
EE -

RARTTE BN E S B e E B RARN
HESNB D B -



Notes to the Financial Statements (continued) Bf 3R 3 Kf 5% (&)

Year ended 31 March 2008 —FZENF=H=+—HIFE

2.4. Summary of Significant Accounting Policies (continued) 24. TESTHBERBIE (&)
Other employee benefits Hitnfg &7
Pension schemes RKkEEZE

The Group operates a defined contribution Mandatory Provident Fund
retirement benefits scheme (the “MPF Scheme”) under the Mandatory
Provident Fund Schemes Ordinance for those employees who are eligible
to participate in the MPF Scheme. Contributions are made based on
a percentage of the employees’ basic salaries and are charged to the
income statement as they become payable in accordance with the rules
of the MPF Scheme. The assets of the MPF Scheme are held separately
from those of the Group in an independently administered fund. The
Group’s employer contributions vest fully with the employees when
contributed into the MPF Scheme.

The Group’s subsidiaries in Mainland China are required to participate

AREBRERERIMERAEZAIEO /A E
R EF R RE S RINEMEE
(laEesTal]) ZRERIBIEDFTE -
RNREEEAFEZKASLE - YRR
SRR E & R AN BN ERRRIR - 58
BB EERASBEEDMFN - BB
ERZESHE - AEEKRBRBESF B
H o BREIHFANEBEESFE

REBEHBEAMREZ B ARHASESTE KA

in the employee retirement scheme operated by the relevant local PG Bt 5 BN S P T 2 B B IRIKGTE - I
government bureau in Mainland China and to make contributions for AREEGEREBELMHK - BIZZTE172H
its eligible employees. The contributions to be borne by the Group are REBBEZHARID  BZECEREST

calculated at a certain percentage of the salaries and wages for those

eligible employees.

Foreign currencies

These financial statements are presented in Hong Kong dollars, which is
the Company’s functional and presentation currency. Each entity in the
Group determines its own functional currency and items included in the
financial statements of each entity are measured using that functional
currency. Foreign currency transactions are initially recorded using the
functional currency rates ruling at the date of the transactions. Monetary
assets and liabilities denominated in foreign currencies are retranslated at
the functional currency rates of exchange ruling at the balance sheet date.
All differences are taken to the income statement. Non-monetary items
that are measured in terms of historical cost in a foreign currency are
translated using the exchange rates at the dates of the initial transactions.
Non-monetary items measured at fair value in a foreign currency are
translated using the exchange rates at the date when the fair value was

determined.
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2.4. Summary of Significant Accounting Policies (continued)

Foreign currencies (continued)

The functional currencies of certain overseas subsidiaries are currencies
other than the Hong Kong dollar. As at the balance sheet date, the assets
and liabilities of these entities are translated into the presentation currency
of the Company at the exchange rates ruling at the balance sheet date,
and their income statements are translated into Hong Kong dollars at the
weighted average exchange rates for the year. The resulting exchange
differences are included in the foreign currency translation reserve. On
disposal of a foreign entity, the deferred cumulative amount recognised
in equity relating to that particular foreign operation is recognised in the

income statement.

For the purpose of the consolidated cash flow statement, the cash flows
of overseas subsidiaries are translated into Hong Kong dollars at the
exchange rates ruling at the dates of the cash flows. Frequently recurring
cash flows of overseas subsidiaries which arise throughout the year are
translated into Hong Kong dollars at the weighted average exchange

rates for the year.

Significant Accounting Estimates

The preparation of the Group’s financial statements requires
management to make estimates and assumptions that affect the reported
amounts of revenues, expenses, assets and liabilities, and the disclosure
of contingent liabilities, at the reporting date. However, uncertainty about
these assumptions and estimates could result in outcomes that could
require a material adjustment to the carrying amounts of the assets or

liabilities affected in the future.

Estimation uncertainty

The key assumptions concerning the future and other key sources of
estimation uncertainty at the balance sheet date, that have a significant
risk of causing a material adjustment to the carrying amounts of assets

and liabilities within the next financial year, are discussed below.
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Significant Accounting Estimates (continued)

Estimation uncertainty (continued)

Impairment of trade receivables and other receivables

Impairment of trade receivables and other receivables is made based
on assessment of the recoverability of trade receivables and other
receivables. The identification of doubtful debts requires management
judgement and estimates. Where the actual outcome or expectation in
future is different from the original estimate, such differences will have an
impact on the carrying value of the receivables as well as doubtful debt
expenses or write-back of doubtful debts in the period in which such

estimate has been changed.

Estimation of fair value of an investment property

As described in note 14 to the financial statements, the investment
property was revalued at the balance sheet date on an open market,
existing use basis by an independent professionally qualified valuer.
Such valuation was based on certain assumptions, which are subject to
uncertainty and might materially differ from the actual results. In making
the judgement, the Group considers information from current prices in an
active market for similar properties and uses assumptions that are mainly

based on market conditions existing at each balance sheet date.

Valuation of convertible bonds

As described in note 26 to the financial statements, the Convertible
Bonds include an embedded derivative that is measured at fair value
through profit and loss. The Company engaged an independent
professional qualified valuer to assist in determining the fair value of
the underlying embedded derivative. The fair value of the embedded
derivative of the Convertible Bonds is determined using the binomial
option pricing model. The significant inputs into the model were share
price at grant date, risk-free interest rate, exercise price, expected
volatility of the underlying shares and term of maturity. When the actual
results of the inputs differ from management’s estimate, it will have an
impact on the fair value gain or loss and the fair value of the derivative

component of the Convertible Bonds.

As at 31 March 2008, the fair value of the embedded financial derivative
was approximately HK$8,619,000.
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Significant Accounting Estimates (continued)

Estimation uncertainty (continued)

Valuation of share options

As described in note 28 to the financial statements, the Company has
engaged an independent professionally qualified valuer to assist in the
valuation of the share options granted during the year. The fair value of
options granted under the share option schemes is determined using the
binomial option pricing model. The significant inputs into the model were
share price at grant date, risk-free interest rate, exercise price, expected
volatility of the underlying shares and expected life of options. When the
actual results of the inputs differ from management’s estimate, it will have
an impact on share option expenses and the related share option reserve
of the Company. As at 31 March 2008, the fair value of the share options
granted by the Company was HK$6,864,000, of which the share option
expense of HK$1,556,000 was recognised during the year ended 31
March 2008.

Deferred tax assets

Deferred tax assets are recognised for all unused tax losses to the extent
that it is probable that taxable profit will be available against which the
losses can be utilised. Significant management judgement is required
to determine the amount of deferred tax assets that can be recognised,
based upon the likely timing and level of future taxable profits together
with future tax planning strategies. The carrying value of deferred
tax assets relating to recognised tax losses at 31 March 2008 was
HK$10,600,000 (2007: Nil).
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Segment Information

Segment information is presented by way of the Group’s primary
segment reporting basis, by business segment. In determining the
Group’s geographical segments, revenues are attributed to the segments
based on the location of the customers, and assets are attributed to the
segments based on the location of the assets. No further geographical
segment information is presented as the Group’s customers and

operations are located in Mainland China.

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

as follows:

(@ the solution integration services segment provides solution

integration services; and

(b) the wireless mobile value added services segment provides wireless

mobile value added services.
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4. Segment Information (continued)

Primary reporting format - business segments

Notes to the Financial Statements (continued) Bf 3R 3 Kf 5% (&)

Year ended 31 March 2008 —FZENF=H=+—HIFE

4. DEER )

ERHFRR - EB I

Solution Wireless
integration mobile value
services added services
BRER EZBE Consolidated
BEERS BB RS we
HK$’000 HK$’000 HK$’000
FHET FET T
Year ended 31 March 2008 —ZEZENF=A=+—HILFE
Segment revenue from HHNE P 2 o B WE
external customers 614 82,725 83,339
Segment results DEPES 582 58,170 58,752
Other income and gains H A YA K W2k 8,844
Unallocated expenses Ao E A (27,402)
Profit from operations K m A 40,194
Fair value gain on derivative  RA[#RIEHFNTET B EH
component of convertible ZNFEERE
bonds 7,745
Finance costs V%58 A (23,580)
Profit before tax FRA% A A 24,359
Tax I8 2,128
Profit for the year attributable AN BIHEZE#HA A
to equity holders of FEAE S A5 A
the Company 26,487
At 31 March 2008 R=BENF=A=+—H
Segment assets DEEE 45 55,368 55,413
Unallocated assets AOWEE 47,859
Total assets wEE 103,272
Segment liabilities DEPEE 5,578 3,926 9,504
Unallocated liabilities ROBEEE 56,433
Total liabilities wEE 65,937
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4. Segment Information (continued) 4. DEER @)
Year ended 31 March 2008 —EENF=ZA=Z+—HLEFE
Wireless
Solution mobile
integration value added
services services
BARR BERH Unallocated  Consolidated
BEMRE EERE RAB e
HK$'000 HK$'000 HK$'000 HK$'000
ThR Fhr THR T#n
Other segment information: Bt EER -
Capital expenditure EXRY - 978 153 1,131
Depreciation & - 1,165 706 1,87
Write back of trade payables JE A ARl (5,887) - - (5,887)
Impairment allowance for doubtful debts ~ RERR(ERRE - 3,203 - 3,203
Gain on disposal of items of property, LEWE  BER
plant and equipment BEED S - - (15) (15)
Fair value gain on an investment property R &%% 2 AFE R - - (965) (965)
Fair value losses on equity investments at ~ RATBEFIRER A BSRRE
fair value through profit or loss LIERE ¢ AT BERSRE - - 2479 2479
Equity-settled share option arrangements  bEZ&E 7 BREZ H - 1,499 57 1,556
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4. DEER )

4. Segment Information (continued)

ERHFRR - EB I

Primary reporting format - business segments

Solution Wireless
integration mobile value
services added services
R E EEE) Consolidated
AR HERRTS o)
HK$’000 HK$’000 HK$'000
FH&TT F&TT T
Year ended 31 March 2007 —ZZ+F=A=+—HILFE
Segment revenue from HHNE P 2 o B WE
external customers 981 50,241 51,222
Segment results DEPELE 617) (3,913) (4,530)
Other income and gains E Al A Rk zE 1,142
Unallocated expenses Ao E A (31,357)
Loss from operations K Eia (34,745)
Finance costs V%58 A (24)
Loss before tax BrE A ESIE (34,769
Tax I8 280
Loss for the year attributable  ANA Bz A A
to equity holders of FEIRFEAEE
the Company (34,489)
At 31 March 2007 R-ZZLtF=A=+—H
Segment assets DEPEE 264 8,448 8,712
Unallocated assets RAPBREE 12,221
Total assets BEE 20,933
Segment liabilities DEPBIE 10,778 666 11,444
Unallocated liabilities APBRAE 4,846
Total liabilities BME R 16,290
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4. DEER )

4. Segment Information (continued)

Year ended 31 March 2007 —EELF=A=1+—HLEFE

Wireless
Solution mobile
integration value added
services services
YIS BEHE Unallocated Consolidated
BERB EERE RAE e
HK$'000 HK$'000 HK$'000 HK$'000
THr THr TAL TATL
Other segment information: Bt EER -
Capital expenditure EXRY - 1,279 879 2,158
Depreciation & 74 1,528 680 2,282
Write off of items of property, nE BER
plant and equipment B ER & - 312 = 312
Impaiment allowance for doubtful debts ~ REREE 375 3,461 - 3,836
Write off of inventories FEMEH 30 - - 30
Gain on disposal of items of property, HENE - BER
plant and equipment BEEL S - - 63) 63)
Equity-settled share option arrangements ~ bEZ4EE 7 ERE L H - 790 217 1,007
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5. W ~ AR K E

5. Revenue, Other Income and Gains

WA ARB 2 258 HFACHEERZ
MRRE - FIREREN (HER) R 2BERF

Revenue, which is also the Group’s turnover, represents the net invoiced

value of goods sold, after allowances for returns and trade discounts, and

86

business tax, where applicable; and value of services rendered during the BRI RT -
year.
An analysis of revenue, other income and gains is as follows: Was - B A RIESHTAT ¢
2008 2007
HK$’000 HK$’000
—EENF “ETF
FET FAET
Revenue &
Sale of goods EmiHeE - 652
Services income BRAE WA 83,339 50,570
83,339 51,222
Other income Hobr A
Bank interest income SRITH BN 475 300
Investment income LEWA 1,020 347
Write back of trade payables FEA HR SR B 5,887 -
Others At 236 411
7,618 1,058
Gains &
Gain on disposal of items of property, HEWE  BREKEE
plant and equipment I8 B W 15 63
Gain on disposal of equity investments HER AT EEIR R EIE SRR
at fair value through profit or loss 2 IRRER B WS 246 21
Fair value gain on an investment wEME 2 N EENKE
property (note 14) (PffizE14) 965 =
1,226 84
8,844 1,142
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6. Profit/(Loss) Before Tax 6. BRBIATER(EE)

The Group’s profit/(loss) for the year is arrived at after charging/(crediting): REBZFNEF, (BB &M (GTA) T
P B IBIEIZES

2008 2007
HK$’000 HK$’'000
—EENF —ETLF
FER FBT
Cost of services provided* TR RS A A * 9,869 18,053
Cost of inventories sold* EHFEERA - 360
Depreciation Tﬁ% 1,871 2,282
Minimum lease payments KEHERERE
under operating leases: KR
Land and buildings T MEF 5,264 6,549
Motor vehicles T 242 333
Auditors’ remuneration 1% EXET N & 1,028 460
Employee benefits expenses BB
(including Directors’ (RIEESHE (HFES)):
remuneration (note 8)):
Wages and salaries T & K3 17,591 27,506
Equity-settled share option LAREZR 4 E 2 BB
arrangements ZHE 824 740
Pension scheme contributions RIREFT B
(defined contribution schemes) (FEHETED 2,773 2,562
Severance payments B S 7 159
21,195 30,967
Write off of items of property, Y%~ B MR TE B i
plant and equipment - 312
Impairment allowance for doubtful debts ~ RERREE R 3,203 3,836
Write off of inventories GFEMH - 30
Research and development costs** i 7% M R B Al A = 2,036 1,463
Fair value losses on equity BAFEEVR R EESIRERE
investments at fair value ZIRERE 2R $ﬁf§f§ﬂé‘\
through profit or loss 2,479 -
* The cost of services provided and inventories sold includes depreciation and staff - HEZZTTEN\F=ZA=1+—HIEFEZRH

RELELFERABEFEREERAE
5,709,000/ JL( = T T + 4 : 5,720,000/%
7T)  REMAIRE AT A LAIEN 55 2 B R

costs of HK$5,709,000 for the year ended 31 March 2008 (2007: HK$5,720,000),

which is also included in the respective total amounts disclosed separately above.

weEE o
** The research and development costs for the year include HK$2,036,000 > AFEMRRAZKASIEEBEETHER
(2007: HK$1,463,000) relating to employee benefits expense for research and FEE 8B B 2 (& 818 7 52 2,086,000 7 7T
development activities, which are also included in the employee benefits expenses —ZF L 11,463,000 7T) © ZEKAIR
disclosed separately above. EFFA LB HE 2 BERAALZF o
At 31 March 2008, the Group had no forfeited contributions available to RZZTZNF=ZA=+—H  AEEWE LK
reduce its contributions to the pension schemes in future years (2007: HR(ZE22LF  ®)UHBARFERDER
Nil). PRETBIGEK
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7. Finance Costs 7. B%ER
2008 2007
HK$’000 HK$’'000
—EENF —EELF
FExT FET
Interest on bank overdrafts RITBLZ 2F B 16 24

Imputed interest on convertible AMRES BEFE

bonds (note 26) (fizE26) 23,564 =
23,580 24

8. Directors’ Remuneration 8. EEME

Directors’ remuneration for the year, disclosed pursuant to the Rules RIS PTAI RS A FBE A ([BIZR 7

Governing the Listing of the Securities on the Growth Enterprise Market HA BB AREHE161 S ERNENES

(the “GEM Listing Rules”) of the Exchange and Section 161 of the Hong BT :
Kong Companies Ordinance, was as follows:
Group
rEE
2008 2007
HK$’000 HK$'000
—BEN\FE ZETF
FET FHT
Fees e 200 200
Other emoluments: HEae -
Salaries, allowances and benefits in kind ~ #& « 2B R EWFZE 4,000 12,489
Pension scheme contributions BRIRESFEIHR 24 36
4,024 12,525
4,224 12,725
(a) Independent non-executive Directors (a) BIFHTES

The fees paid to independent non-executive Directors during the

REAXNTFBULIFRTEE 2SN

year were as follows: T~
2008 2007
HK$’000 HK$’000
—EENF —ETLF
FH&T TEIT
Mr. James T. Siano James T. Siano 4t 4 - -
Ms. Tse Yuet Ling, Justine AR L 100 100
Ms. Lai May Lun BEmE T 100 100
200 200

There were no other emoluments payable to the independent non-
executive Directors during the year (2007: Nil).
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Notes to the Financial Statements (continued) Bf 3R 3 Kf 5% (&)

Year ended 31 March 2008 —FZENF=H=+—HIFE

8. Directors’ Remuneration (continued) 8. EEM<w@m
(b) Executive Director and non-executive Director (b) HITESRIHITES
The emoluments of each Director were as follows: BREZEZMemT :
Salaries, Pension
allowances and scheme
benefits in kind contributions Total
Fees E1 o =411 BIKEFTE remuneration
we RENFIZ MR B 45t
HK$’000 HK$’000 HK$’000 HK$’000
FEx FET FEx FEx
2008 e YAN:=
Executive Directors: WMITES
Mr. Yip Seng Mun ERERTE - - - -
Mr. Yip Heon Ping EmTEaE - - - -
Mr. Yip Heon Wai EmgnE - 2,000 12 2,012
Mr. Yip Heon Keung Emsa Lt - 2,000 12 2,012
- 4,000 24 4,024
Non-executive Directors: FEHI{TE S
Dr. Xu Zhiming AFARRRIE L - - - -
Mr. Zhang Ying SRABIE - - - -
- 4,000 24 4,024
Salaries, Pension
allowances and scheme
benefits in kind contributions Total
Fees e 2 RIKEFE remuneration
we REDHz= K [
HK$'000 HK$’000 HK$’000 HK$'000
BT FET FET T
2007 —EETLHF
Executive Directors: WITES
Mr. Yip Seng Mun ERERTE - 2,876 - 2,876
Mr. Yip Heon Ping E R - 4,000 12 4,012
Mr. Yip Heon Wai EmginE - 2,145 12 2,157
Mr. Yip Heon Keung ErsaLE - 3,468 12 3,480
- 12,489 36 12,525
There was no arrangement under which a Director waived or agreed FAW BTV EEHEXRABRETAMES 2
to waive any emoluments during the year (2007:Nil). ZH(ZTTLEF | -

RENEBRERAT 22 \545% 89
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Year ended 31 March 2008 —FZENF=H=+—HIFE

9. Five Highest Paid Employees

The five highest paid employees during the year included two (2007: four)
Directors, details of whose remuneration are set out in note 8 above.
Details of the remuneration of the remaining three (2007: one) non-

Director, highest paid employees for the year are as follows:

EEBRESHMAL

FALERSFMALEEMEBER(ZEE
tFO%) EMEFBEN EXMFEeH
e FREB=FFEEHSHER (=TT
& —R)NHFMFHBDOT

Group
REE
2008 2007
HK$’000 HK$’'000
—EENF —EELF
FET T
Salaries, allowances and benefits in kind & - L R BT 2,082 2,184
Pension scheme contributions BIRE TR 38 12
2,120 2,196

The number of non-Director, highest paid employees whose remuneration

fell within the following bands is as follows:

FMBXATENZ FEERESHER AR
T

Number of employees

EEAR
2008 2007
—SBN\F  —TTLAF
Nil to HK$1,000,000 Z% 1,000,000 #7T 2 =
HK$1,000,001 to HK$1,500,000 1,000,001 7T E 1,500,000 7T 1 =
HK$2,000,001 to HK$2,500,000 2,000,001 77T % 2,500,000 77T = 1
3 1
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Year ended 31 March 2008 —FZENF=H=+—HIFE

10. Tax 10. Fi\E

HRAKERFERREFEEBRRT T
generate any assessable profits in Hong Kong during the year (2007: Nil). “EREF | FERANEEREENG
iz Bt o Hthih R o JER TR I TR IR AR &
EREEBMEBREM 2 RITEN - 28
KA OIRE IR T AT E R -

Hong Kong profits tax has not been provided as the Group did not

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.

2008 2007
HK$’000 HK$'000
—EENF —ETLF
FHET FHT
Group: REF :

Current — Elsewhere BIHR — HAthih[=
Charge for the year FAZH 8,794 6
Overprovision in prior years NEFEBERE (322) (286)
Deferred (note 17) IRAE (FEE17) (10,600) =
Total tax credit for the year FATIBERLTE (2,128) (280)

WERARARR REL R Z T BB AR E
AERE O EEBR XA EZRBATER, (&
1B 2 HBRES BRERMERGFE ZHAR R

A reconciliation of the tax credit applicable to profit/(loss) before tax using
the statutory tax rates for the jurisdictions in which the Company and its

principal subsidiaries operate to the tax credit at the effective tax rate, are

as follows: ZEERIATE
2008 2007
HK$’000 HK$'000
“EEN\F —TTLF
THET FAT
Profit/(loss) before tax BRELADER (B518) 24,359 (34,769)
Tax at Hong Kong profits tax REBFIEHHE
rate STEZHE (4,818) (3,906)
Tax at Mainland China statutory EH B AR A E R &
tax rate STHE A 14,487 (4,109)
Lower applicable tax rate REEZHAZRIE
enjoyed by the Group HERATE (3,402) 2,240
Estimated tax effect of net expenses FAEE TE B AR st ) BRr S AT K
that are not deductible in B SOR B st 7
determining taxable profit -z 5,105 3,818
Estimated tax losses not recognised RERER 2 (b HiEEE 465 1,963
Effect on deferred tax asset recognised EERELHIBREE L FE (10,600) =
Estimated tax loss utilised PATESEE 2 fibat
from previous years EEATIEESE (3,043) -
Adjustments in respect of current SAGFERETIEIEL 2 AR
tax of previous years (322 (286)
Income tax credit FiEHiER (2,128) (280)

REMBERERAR —TTN\FFH
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10. Tax (continued)

Unison Networking Services (Shanghai) Co., Ltd. (“Unison”), a subsidiary
of the Group operating in Mainland China, was subject to a preferential
tax rate of 15% during the years ended 31 March 2008 and 2007, as
Unison is qualified as a m#1#1iT1 2 and entitled to a 50% reduction of
income tax rate under the then applicable PRC Corporate Income Tax
Law. The preferential tax rate is subject to annual approval of Unison’s

qualification as =TT % .

Prosten Technology (Shanghai) Co., Ltd. (“Prosten SH”), a subsidiary of
the Group operating in Mainland China, was subject to a preferential tax
rate of 15% during the years ended 31 March 2008 and 2007 under the

then applicable PRC Corporate Income Tax Law.

During the 5th Session of the 10th National People’s Congress, which
was concluded on 16 March 2007, a new set of PRC Corporate Income
Tax Law (the “New Corporate Income Tax Law”) was approved and
became effective on 1 January 2008. The New Corporate Income Tax
Law introduces a wide range of changes which include, but are not
limited to, the unification of the income tax rate for domestic-invested and

foreign-invested enterprises at 25%.

Pursuant to the notice on the Implementation Rules for Grandfather
Policy under the New Corporate Income Tax Law issued by the State
Council of the PRC on 26 December 2007, effective from 1 January 2008,
the preferential tax enjoyed by Unison is subject to the annual renewal
requirement as mentioned above and Prosten SH is subject to the unified

tax rate of 25%.
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10. BiIE (&)

BN ARE BN B AL S 2 B AR EHE
B ARTS (L8 BR AR ([#E D A=
REEZER  REERER 2T EEEHM
BEE BER_TENEFR_ZFTLEF=A
=+—HILEIRAZ 16% 2 BEREREH - I
AZEB 0% ZFBHER - BEREREFE
R E2RIARMERER T URAE -

RIBERER ZHBEMEMETE  ARER
MBI KBRS 2 (B A R & E & BB AR
(E8)BRAR([RELEBDR-_ZFZNER
“ERRAF=A=+—HILHEAR15% 2B
BREREH -

ETEZEARREAGERLASZHM[ (RN
—TTEEF=A+BELE) F—EFEDE
EMERE (THOEMERIE]) BEIELR
ZZTN\F—A—BER - FEMBRES
—RIEET - BEETRABANE RINE B
EFRSTHER—R25% °

BIEPREERA ST LF+=A=1+"A
BHIL N =TT )\F— A — BRERZBRHT
EMBREERIEN 2 B%  BEZEZE
BHERR MFERENEE TARAE  MRE
B RES— % 25% FF
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Year ended 31 March 2008 —FZENF=H=+—HIFE

11.

12.

Profit/(Loss) Attributable to Equity Holders of the
Company

The consolidated profit attributable to equity holders of the Company
for the year ended 31 March 2008 includes a loss of approximately
HK$19,587,000 (2007: a loss of HK$33,568,000) which has been dealt

with in the financial statements of the Company (note 29(b)).

Earnings/(Loss) Per Share Attributable to Equity Holders
of the Company

The calculation of basic earnings per share amounts is based on the
profit for the year attributable to ordinary equity holders of the Company
of HK$26,487,000 (2007: a loss of HK$34,489,000), and the weighted
average number of 595,328,552 (2007: 562,315,068) ordinary shares in

issue during the year.

The calculation of diluted earnings per share amount for the year ended
31 March 2008 is based on the profit for the year attributable to ordinary
equity holders of the Company of HK$26,487,000. The weighted average
number of ordinary shares of 625,275,422, used in the calculation is
the number of ordinary shares in issue during the year, as used in the
basic earnings per share calculation, and the weighted average number
of ordinary shares assumed to have been issued at no consideration of

29,946,870 on the deemed exercise of all share options during the year.

The calculation of diluted earnings per share amount for the year ended
31 March 2008 has not included the potential effect of the deemed
conversion of the convertible bonds into ordinary shares during the year
as it has an anti-dilutive effect on the basic earnings per share amount for

the year.

The diluted loss per share amount for the year ended 31 March 2007 was
not presented as the share options outstanding had an anti-dilutive effect

on the basic loss per share amount for that year.

11.

12.

EAREREE ARG, (BE)

BE-_ZTZN\F=-A=Z+—ALFE"
AARERZFAAEBLGERENBES
8 4919,587,0008 T( ZEZE L F: B8
33,568,000/ L) + W EEHMR AR A Z MR

A (H7E29(0)) °

XRAAEEREAERLGERE
A, (E8)

BREXEFNTIREARFDEBEATE A

JE 1 FE 3% 71 26,487,000 T ( Z T T+ 4F -
E51834,489,0008 L) N FNE BT E B
2 hnHE ¥ 15 85 595,328 552 % ( = BT+ £ ¢

562,315,068 i% ) 51 & -

REE-ZTZEN\EF=-A=+—RALFE 5K
BERNDRBERAN R EBRREE ARGSF
A 51 26,487, ooo;‘%ﬁﬁﬁ o SHEFERRE
AR NI T 5 $625,275,422 8 Bt EHRE
AREFEFAAZFASETERIREE - UKk
REFT A BRAENF AR IEEITHEMIZRTRE
BT 2 TR hNAE T 580 29,946,870 % ©

BE_TZE\F-A=THILFEZERE
SHEMNZ S E W EBBRNFE AR R AR
BErFREBRBCETE REAREETAE
BEABHABRETTE

BE_TTHF=A=t—HILFEZEkKE
SBEEARIERY  REREARITEBRESZ

FREZERENERAARBENE -

REMBERERAR —TTN\FFH
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13. Property, Plant and Equipment

13. 1% - BERRE

Group &K
Office and
computer
Leasehold equipment,
building in furniture
Mainland Leasehold and fixtures
China improvements MHAZREM Motor
RAEI AR HeE &t B vehicles Total
ZHgRF MELE REE AE @t
HK$'000 HK$000 HK$000 HK$'000 HK$'000
TR TR TR TEx TR
31 March 2008 “BEN\F=ZA=1+—H
Cost: BAE
At beginning of year ) 1,385 1,072 25,986 1,757 30,200
Additions NE - 45 1,021 - 1,066
Disposals HE - - (93) - (93)
Wite-off Hisk - - (3,429) (652) (4,081)
Exchange realignment B 5 3% - 27 808 38 873
At 31 March 2008 RZEEN\F=A=1—H 1,385 1,144 24,293 1,143 27,965
Accumulated depreciation Z:HTER
and impairment: RE
At beginning of year ) 72 422 23,337 1,637 25,468
Provided for the year FREE 35 287 1,459 90 1,871
Disposals HE - - (©1) - (91)
Wiite-off s - - (3,429) (652) (4,081)
Exchange realignment B 5 55 - 35 585 38 658
At 31 March 2008 R_ZENF=A=+—H 107 744 21,861 1,113 23,825
Net book value: BREHE
At 31 March 2008 RZZEENEF=A=1—H 1,278 400 2,432 30 4,140
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13. Property, Plant and Equipment (continued) 13. Y% - BERRE @)
Group rEE
Office and
computer
Leasehold equipment,
building in furniture
Mainland Leasehold and fixtures
China  improvements ~ HAZENRE Motor
NN HE R - & vehicles Total
ZHEET NERE REE & 85t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THL THT THT T THT
31 March 2007 “22tFZA=t-H
Cost: BAE
At beginning of year F1 1,385 2,031 27,339 2,073 32,828
Additions NE = 696 1,462 - 2,158
Disposals HE - - (225) (379) (598)
Wite-off 5 - (1,689) (2,995) - (4,684)
Exchange realignment B 5 3% - 34 405 57 496
At 31 March 2007 R-ZEE+F=A=1—H 1,385 1,072 25,986 1,757 30,200
Accumulated depreciation Z:HTER
and impairment: RE
At beginning of year F4) 38 1,800 24,160 1,823 27,821
Provided for the year B 34 304 1,814 130 2,282
Disposals HE - - (217) (373) (590)
Wiite-off ki - (1,687) (2,685) - (4,372)
Exchange realignment B 5 50 - 5 265 57 327
At 31 March 2007 R-_ZE+F=A=+—H 72 422 23,337 1,637 25,468
Net book value: BREFE
At 31 March 2007 RZZEE+F=A=1—H 1,313 650 2,649 120 4,732
The Group’s leasehold building was held under a long term lease and was AREEZHEEFURANRSE - MR
situated in Mainland China. B ARE o
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14. Investment Property 14. REYHE
Group
rEH
2008 2007
HK$’000 HK$'000
—EENF —ETLF
FExT FHT
Carrying amount at 1 April RUA—HZEREE - -
Addition NE 65 -
Transfer from non-current deposits EREIERDTE 1,223 =
Exchange realignment b H 155 -
Fair value adjustment NEEERE 965 -
Carrying amount at 31 March R=A=+—HZKHE 2,408 -
The Group’s investment property is situated in Mainland China and is NSRS R B K e I DA R BRAR A
held under a long term lease of which the Group is still in the process BB AEEBRNERFEAXEMEZEEM
of obtaining the building ownership certificate. In the opinion of the BHEFZ -EERA HEBETPBEKERSGE A
Directors, there is no legal barrier or otherwise for the Group to obtain the EF 7 EEAEE I E A ERER S E A
relevant building ownership certificate for the building from the relevant 8 o
PRC authority.
The Group’s investment property was revalued on 31 March 2008 REEBZREMERBYEESEREERM
by Jones Lang LaSalle Sallmanns Limited, an independent firm of MEHITAMBRARIZREITAEARH
professionally qualified valuers at HK$2,408,000, on an open market, MEEER - ZTZNF=A=+—HEHA
existing use basis. 2,408,000 87T ©
15. Interests in Subsidiaries 15. R B ARl 2=
Company
PN
2008 2007
HK$’000 HK$'000
—EEN\E T F
FTExT FHT
Unlisted shares, at cost I LMD - AR 27,445 27,445
Due from subsidiaries i CRI=NCIE S 391,487 372,214
418,932 399,659
Impairment ERIE] (393,850) (393,850)
25,082 5,809
The amounts due from subsidiaries are unsecured, interest-free and will FEW P A RIRIB R EER R ERBERE
not be repayable within the next twelve months from the balance sheet EABERBERKA12(EBRERN - HBAF
date. The carrying amounts of the balances with subsidiaries approximate EeR REEEE AT EEEE °

to their fair values.
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15. RIB AT 2 s (@)

15. Interests in Subsidiaries (continued)

Particulars of the Company’s principal subsidiaries as at 31 March 2008

are as follows:

RIBENF=A=+—8  ARATZMNE
REZFBAT

Place of Nominal value Percentage of
incorporation/ of issued equity ownership
registration and ordinary share/ attributable to
operations registered capital the Company
Name MR MR ERTEER RN TR Principal activities
£% BEmE HMERZEHE BERRSL TEXK
Prosten (BVI) Limited* British Virgin Islands, US$21,025 100 Investment holding
limited liability company 21,025%7T KREER
RERIHS
BREMFAT
Prosten Technology Co. Hong Kong, limited HK$1,000,000 100 Investment holding
Limited liability company 1,000,000 7T REER
RERRARAT BB BREERA
Prolink Technology Hong Kong, limited HK$5 100 Investment holding
Limited liability company 587 BEZER
HABHRER AT BE  BREARA
Worldly Limited Hong Kong, limited HK$10,000 100 Investment holding
MSFIERAF liability company 10,0007 7T REER
BB AREEAR]
Prosten Technology PRC, wholly-foreign- US$3,500,000 100 Provision of solution
(Shanghai) Co., Ltd.* owned enterprise 3,500,000 7T integration and
REB BB with limited liability wireless mobile
(L8 BRAR" HE - SNEEE value added services
BREFRE RERATRES
KEGHEEERE
Unison Networking Services PRC, wholly-foreign- US$1,500,000 100 Provision of solution
(Shanghai) Co., Ltd.* owned enterprise 1,500,000% T integration and
(SRR BIT RS with limited liability wireless mobile
(L8)BRAR" HE - SNEEE value added services
BREFERE RERATRES
KRG EIEERTS

* Not audited by Ermst & Young Hong Kong or other member firm of the Ermnst &

Young global network.

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.

WM LK A BT 2K & ET BB AT
2ERBGE 2 EMR B RAREZ

B Prosten (BVI) Limited 51 + P E M1 E A 7]
HRAQAFEESE -

EERB ERMIARRZMBAREESY
EARFEZRENBUATEEEFEZEIR
WMo BEERA - JIHEMKBRARZFHIER
LREBENIE -

REMBERERAR —TTN\FFH
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16. Available-for-sale Investments

16. AIHHERE

Group
rEE

2008 2007
HK$’000 HK$’000
—2BN\F  —TTLH
FHT T

Club debentures, at cost BTES - BKA

786 757

As at 31 March 2008, club debentures were stated at cost because the
range of reasonable fair value estimates is so significant that the Directors
are of the opinion that their fair values cannot be measured reliably. The

Group does not intend to dispose of them in the near future.

17. Deferred Tax Assets

The movements in deferred tax assets during the year are as follows:

RZBBENF=A=+—H SMEFEXAE
SRR - REARAREAFEERMZEEEXN
EERB/RTEEREASERTE - AEEY
BENTARREEZSES

17. EERIBEE

BRERREENFRAIEESHNT

Group REE Losses available
for offset against
future taxable profits
FAYEE SR SR AR
BiRFIZ m5A
HK$'000
FHIT
At 1 April 2006, 31 March 2007 RZZFERFUNA—AR —ZTTLHF -
and 1 April 2007 =A=+—AK=ZTZT+tFNA—H
Deferred tax credited to the FERFFABRRZ
income statement during FEREF IR
the year (note 10) (FFzE10) 10,600
At 31 March 2008 RZEZENF=A=+—H 10,600
18. Trade Receivables 18. FEUBRX
Group
rEE
2008 2007
HK$’000 HK$’000
—EENF —ETLF
FET FHT
Trade receivables FEUBR TR 82,687 43,072
Impairment allowances BB (40,326) (36,603)
42,361 6,469
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18. Trade Receivables (continued) 18. FEURBRFX ()

Trade receivables, which generally have credit terms of 30 days to 90 BBEEEEH2HE - EIERFR—MITB30H
ZHRZEEMN - EREFRREERSHE
FTURRRIE - WESA R EIH 2 o5
R EH RERAEET - 3T LAFORR - (RARERIRT72%

ZETHF 48%) 2B RER—EEF
ZRIE - EEEREESTERR o BUER
AR S o EUERH Z BREEEE N TEE
receivables approximate to their fair values. HE -

days pursuant to the provisions of the relevant contracts, are recognised
and carried at original invoice amount, and an estimate for doubtful debts
is made and deducted when collection of the full amount is no longer
probable. There is a significant concentration of credit risk as over 72%
(2007: 48%) of the balance represented a receivable from one customer.

Trade receivables are non-interest-bearing. The carrying amounts of trade

The aging analysis of the Group’s trade receivables, net of allowances REEEUERR (CHREE) MREEZAH

and based on the invoice date, is as follows: ZERER DTN
Group
rEH
2008 2007
HK$’000 HK$’'000
—EENF —ETLF
FExT FHT
0 -90 days 0£Z90H 42,246 3,505
91 — 180 days 912180H 115 2,809
181 — 365 days 181 £ 365 H - 125
Over 365 days iB3E 365 H - 30
42,361 6,469
The movements in provision for impairment of trade receivables are as FEWERRORERE 2 E BT ¢
follows:
Group
rEE
2008 2007
HK$’000 HK$'000
—EENF —ETLF
FET FAT
At 1 April REA—H 36,603 32,415
Impairment losses recognised (note 6) BRERRERE (:E6) 3,203 3,836
Exchange realignment b 54 38 B 520 352
At 31 March R=A=+—8H 40,326 36,603
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18. Trade Receivables (continued)

The above impairment allowances for trade receivables are allowances
for individually impaired trade receivables with a carrying amount of
HK$40,326,000 (2007: HK$39,647,000). The individually impaired trade
receivables relate to customers whose balances have been overdue
for a long time. The Group does not hold any collateral or other credit

enhancements over these balances.

The aged analysis of the trade receivables that are not considered to be

impaired is as follows:

Notes to the Financial Statements (continued) Bf 3R 3 Kf 5% (&)

Year ended 31 March 2008 —FZENF=H=+—HIFE

18. FEWERTX ()

it R 2 R E R B AR E BB R E R
BRFEH 2 Bt - HAREIE R 40,326,000 8 7T
(ZZTZ+4F : 39,647,000/ 7T) ° fERIE HIE
EREREERREBHNRZEEEMH - &
SR AR RE P2 S A AR (R ek MR E
S BN E I o

PR RERIEZ FRUIRFZ BRie DATAR T

Group

rEE
2008 2007
HK$’000 HK$'000
—EBEN\E ZETLF
FEx FAT
Neither past due nor impaired R EASORE 41,298 3,216
1 to 3 months past due B@if1 =31@A 948 41
4 to 6 months past due Baif4=61EA 115 13
7 to 12 months past due Baif7=12{8A - 125
Past due for more than one year BEE1 FIA - 30
42,361 3,425

Receivables that were neither past due nor impaired relate to several

customers for whom there was no recent history of default.

Receivables that were past due but not impaired relate to a number of
independent customers that have a good repayment record with the
Group. Based on past experience, the directors of the Company are of
the opinion that no provision for impairment is necessary in respect of
these balances as there has not been a significant change in credit quality
and the balances are still considered fully recoverable. The Group does

not hold any collateral or other credit enhancements over these balances.
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19. Prepayments, Deposits and Other Receivables 19. FANRUIE ~ AT R HAnEWR
Group Company
AEE PN
2008 2007 2008 2007
HK$°000 HK$’000 HK$’000 HK$'000
—EENF T —EENF —E2TAF
FExT FH&T FExT FAT
Prepayments TEfTFIE 563 367 211 199
Deposits and Al RHEAM
other receivables FENRIR 5,686 3,292 196 -
6,249 3,659 407 199
None of the above assets is either past due or impaired. The financial B P EE A M EASRE o 5T A _Lit4EsR

20.

assets included in the above balances relate to receivables for which

there was no recent history of default. The carrying amounts of

prepayments, deposits and other receivables approximate to their fair

values.

Equity Investments at Fair Value Through Profit or Loss 20.

ZERMEERAMTETREELHZ BIH
THAR - BNRIA - Al REMBUGRIEZ IR
EEEE N FEERE

BAVEEIIRREESEREEZR
ERE

Group

rEE
2008 2007
HK$’000 HK$’000
—EBN\F —BELF
FET FAT

Hong Kong listed equity BB L2 RERE

investments, at market value HmESER 3,160 =
Others HAth 2 2
3,162 2

The above equity investments at 31 March 2008 and 2007 were, upon

initial recognition, designated by the Group as financial assets at fair value

through profit or loss as they are managed and their performance are

evaluated on a fair value basis and information about the investments are

provided on that basis to the Group’s key management personnel.

PR BB NEFER BT+ F=A=1+—H
Z R BN IA R - WA ESREA
FEBIRREERREE SREE - AR
ZERE 2 BB RERRERN T EEELET
fit » MARKRE 2 BRI BIRIRZEER AN K E
ZEEEEABIRM -

REMBERERAR —TTN\FFH
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Notes to the Financial Statements (continued) Bf 3R 3 Kf 5% (&)

Year ended 31 March 2008 —FZENF=H=+—HIFE

21. Due from Directors 21. BREEZNIE
Particulars of amounts due from the Directors, disclosed pursuant to BBEES N THERIRE 2 EIRNE S HIBE 25718
Section 161B of the Hong Kong Companies Ordinance, are as follows: R
Maximum
amount
31 March outstanding 1 April
2008 during the year 2007
—EENF FARS —ETLF
Name #E =HA=+—H HAREREHE mA—H
HK$’000 HK$’ 000 HK$'000
FHET FATT T
Mr. Yip Heon Wai ErgEsicE 67 1,767 =
Mr. Yip Heon Keung SRSt 75 1,041 -
142 2,808 =
The amounts due from Directors are unsecured, interest-free and are BREFZFIBEREER - 28 RAREKE
repayable on demand. The carrying amounts of the amounts due from HiE - ERESZHEZ REELREAFEE
Directors approximate to their fair values. A -
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Year ended 31 March 2008 —FZENF=H=+—HIFE

22. Cash and Cash Equivalents 22 RERKREEEY

Group Company
AEE RATF]

2008 2007 2008 2007
HK$’000 HK$’000 HK$’000 HK$’000
—EE)N\F ZETLF —EEN\F —ETLF
FExT T FET FAET
Cash and bank balances Re RIRTTHER 27,199 3,040 2,240 10
Time deposits TEHFR 6,003 - 6,003 =
Cash and cash equivalents ~ IR&RIBSEEY 33,202 3,040 8,243 10

At the balance sheet date, the cash and bank balances of the Group
denominated in Renminbi (“RMB”) amounted to HK$24,460,000 (2007:
HK$1,634,000). The RMB is not freely convertible into other currencies,
however, under Mainland China’s 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.

Cash at banks earns interest at floating rates based on daily bank
deposit rates. Short term time deposits are made for varying periods of
between one day and three months depending on the immediate cash
requirements of the Group, and earn interest at the respective short term
time deposit rates. The bank balances are deposited with creditworthy
banks with no recent history of default. The carrying amounts of the cash
and cash equivalents and the pledged deposits approximate to their fair

values.

AEEREERUARE (ARBDFEZR
© K SRITHE#R 524,460,000 T0( ZF T F ¢
1,634,000%7T) - AREETA BHARAE
b B+ HEAR YR AR B KB 2 SINGE B R AR 4A1 - BA
RAEEE - EERMNESERTE  AEEEES
BEREETINER G EBZ BITHARKER
BAHAM S o

RITIFFRIBEE R RITFARNKEE 2 FEH
KitE - EHEMERFHAH1BE3@EA
T RIAKEERZREFRME @ WX
B2 RHEHIF A RET B - RITREBRKE
B SR A Y BB KRR 2 (B RIFIR
17 RekREEEMAREREFRZEEE
ERAAFEERS -

REMBERERAR —TTN\FFH
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Year ended 31 March 2008 —EZENF=H=+—HIFE

23. Trade Payables

An aged analysis of the trade payables as at the balance sheet date,

based on payment due date, is as follows:

23.

PRI BRX

REEH - BRI RE 2 B RRRER D
M

Group

rEE
2008 2007
HK$’000 HK$'000
—EENF —ETLF
FExT FAET
0 -90 days 0Z90H - 362
91 — 180 days 912180H - 14
181 — 365 days 181 £ 365 H - 119
Over 365 days B8 365 H 2,840 7,975
2,840 8,470

The carrying amounts of trade payables approximate to their fair values.
The trade payables were non-interest-bearing and were normally settled

on 90-day terms.
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Notes to the Financial Statements (continued) Bf 3R 3 Kf 5% (&)

Year ended 31 March 2008 —FZENF=H=+—HIFE

24. HEARUE - EWRFET & RETTRIEA

24. Other Payables, Deposits Received and Accruals

Group Company
REE KAE]

2008 2007 2008 2007
—EENEF —ETLF —EBENF —ETLF
HK$’000 HK$’000 HK$’000 HK$'000
Other payables E S FRIE 5,274 2,737 = =
Deposits received BET& 1,081 1,014 - =
Accruals FEETFRIE 3,318 3,218 1,420 1,433
9,673 6,969 1,420 1,433

25.

26.

Other payables, deposits received and accruals are non-interest-bearing
and have an average term of three months. The carrying amounts of the
other payables, deposits received and accruals approximate to their fair

values.

Due to Directors

The amounts due to the Directors are unsecured, interest-free and are
repayable on demand. The carrying amounts of the amounts due to

directors approximate to their fair values.

Convertible Bonds and Embedded Financial Derivative

On 30 April 2007, the Company entered into a subscription agreement
(the “Subscription Agreement”) with Tallmany Enterprises Limited
(“Tallmany”) and China Broadband Capital Partners, L.P. (“CBC”) for
the issuance of the five-year HK$28,800,000 zero-coupon convertible
bonds (the “Convertible Bonds”). The Convertible Bonds were issued
to Tallmany and completed on 6 June 2007. There was no other
movement in the number of these Convertible Bonds during the year. The
Convertible Bonds may, upon exercise of the conversion rights attaching
to them, convert into new ordinary shares of the Company at an initial
conversion price of HK$0.96 per share (subject to adjustments) at any
time during a five year period commencing from the date of first issue of
the Convertible Bonds. If the holder of the Convertible Bonds exercises
the conversion rights attached to the Convertible Bonds in full at the initial
conversion price of HK$0.96 per share, a total of 30,000,000 ordinary
shares of the Company will be issued. If the holder of the Convertible
Bond exercises the conversion rights attached to the Convertible Bonds
in full at the adjusted conversion price of HK$0.50 per share, a total
of 57,600,000 ordinary shares of the Company will be issued. On the

other hand, the holder will have the right to redeem the Convertible

HEMNHE - WA KRB KRR TG
B —REHAH=MEA  EMmEMNKE .
BERFTE REFFIR I REEEE A FEE
B o

25 ENEEZFIE

RNEZZFAREER 28 RARERE
B8 - ZEFENEZT 2R RAERE R
EERE -

26. TRBRESZERBRAREHITETR

RZZTZLFMNA=+H AR EETalmany
Enterprises Limited ([ Tallmany|) & China
Broadband Capital Partners, L.P.([CBCJ) &]
SR ([REERZE]) - ABITRFHEE
28,800,00078 7T < T B Al # i {8 25 ([ ] # A%
E5]) - AIRREFR T LFNANBE
17 F Tallmany » ZE AR ES 2 HERFAN
4 H A BE D o 1T [ MARME S M A 2 R AE
f& - AIRERE S AT R AT ARE A IR E1T B 5
BRAEFRNFHRE A 0.96 87T (A] THE)
HMBARRBFEBR - WA RRESFFE A
ZHHHRPRE T 0.06 BT BT Al PR (E
A 2 B - A1 $£30,000,000 B A A A
B T LA BT o W AR AR E S FFE AR
SRR AR B FAR0.50 & LA BT AR AR E S
Wi 2 #hkiE - A& #£57,600,000 IRA A 7]
BIRETEIT - Z—HHE - MR AHRRESF
N A EMREREARCENEN  BE
A BN EIE B3 2 BB R AR ES R

FENSERARAT —TT/ G4
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26. Convertible Bonds and Embedded Financial Derivative

(continued)

Bonds on or before their maturity date only if any of the default events as
stated in the Subscription Agreement has occurred during the tenure of
the Convertible Bonds. In such situations, the holder will have the rights
to demand immediate redemption of the Convertible Bonds at 125%
of the principal amount, as stated in the Subscription Agreement. Any
Convertible Bonds not converted will be redeemed on their maturity date,
being 5 June 2012, at 100% of their principal amount. Further details
of the terms and conditions of the Convertible Bonds are set out in the

announcement of the Company dated 3 May 2007.

Upon initial recognition, the Convertible Bonds issued have been split into
liability and derivative components. On the issuance of the Convertible
Bonds, the excess of proceeds over the amount initially recognised as
the derivative component is recognised as the liability component and is
carried as non-current liabilities. The fair value of the derivative component
was estimated at the issuance date and at 31 March 2008 by Grant
Sherman Appraisal Limited (“Grant Sherman”), an independent firm of
professionally qualified valuers, using a binomial option pricing model
and the change in fair value of that component was recognised in the

consolidated income statement.

On 6 June 2007, the Company entered into a supplementary agreement
(the “Supplementary Agreement”) with Tallmany and CBC. Under the
Supplementary Agreement, the Company is obliged to recover certain
trade receivables before certain date which falls within the financial
year under review. Such obligations were not completely fulfilled within
the said date and the Convertible Bonds have been reclassified as
current liabilities and the 25% premium over the principal amount of the
Convertible Bonds was accounted for in these financial statements as
the holder of the Convertible Bonds has the legal right to redeem the
Convertible Bonds as at 31 March 2008 in accordance with the terms of
the Subscription Agreement. Up to the date of these financial statements,
the Company has not received any notice from the holder of the

Convertible Bonds requesting for redemption of the Convertible Bonds.

The movements in the liability and derivative components of the

Convertible Bonds during the year are as follows:
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26. TRBREZRBRARNEHITET A (#)

ZEBRT  FAABERERERE R E
51| BA 2 75 & 8 125% BV A B [0 A 3 R & 5 o
EAIR A 2 AR ES AR EIEE (B =
T—ZFNARA)IZ100% 2 A& REER - B
B AR B 2 IR R MG 2 i — P RF IR R
APRRZZEELFERA=ATIBEZ A GBS

RYITHERE  BERITZABRRESEHIRE
BERITET RS - ATARERETH - B
MNFERRITETAMO SEZAEFIRIED
ERRAERD » AASERBREIR - 974
TAND ZAFEERBETER_ZFTN\F=
A=t —BlaTEFEERIA(HE] - —
MR BEXSERMGEMAK ZBIAR)EMA
—AABEBEE BRI  M&ZBO2RF
EBEEZFPAUNRSIERRAER

RZZTZLFNANH - AR A E Talmany &
CBCHEI M fimtha ([ faimaEl) - BIBHT
e ARAAREBERFERN 2 E—BA
W B s TR - BRIEER it B BRI
RITREIT  MEBARATRRESHEAREE
ERENBRERBH R IGTR 2 N\EF=H
=+ —BERT®KRES - THRRESFE %
SHBHRETHERRBAME - M RRES
REFZ 26% mBIFNZERRP 2] - BE
ZEMBRERAE - AR ARYE TR &
#¥E A ESKE B AT AR (& 25 o0 (E AT A o

ARRESZ BERITET A NFERZE
AR -
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Year ended 31 March 2008 —FZENF=H=+—HIFE

26. Convertible Bonds and Embedded Financial Derivative 26. A aRE%XRHARSRITETE (@)

(continued)

Liability Derivative
component component Total
8E%Hy STEIAEHS st
HK$’000 HK$’'000 HK$’'000
THET FA&T FHT
Convertible Bonds issued on RZZEZTLFNANHEET
6 June 2007 Z AR ES 12,436 16,364 28,800
Imputed interest (note 7) BEMNE (M1EET) 23,564 - 23,564
Fair value gain recognised FANEHERZ
during the year NEERE - (7,745) (7,745)
As at 31 March 2008 RZZEZENFE=A=+—H 36,000 8,619 44,619
27. Share Capital 27. B&
2008 2007
HK$’000 HK$'000
Shares & 12 —EENF —ETLF
FExT FAET
Authorised: JETERRA
2,500,000,000 (2007: 2,500,000,000) SREEO010B T2 AR
ordinary shares of HK$0.10 each 2,500,000,000 & (ZZEZ 4 :
2,500,000,000 f%) 250,000 250,000
Issued and fully paid: BEITRERRKA
597,275,000 (2007: 592,375,000) HRREE0.108 T2 LBk
ordinary shares of HK$0.10 each 597,275,000 A%
(ZZZ+F : 592,375,000 i%) 59,727 59,287
A summary of the transactions during the year in the Company’s issued FRARARAIEBITRARET IR IHE
share capital is as follows: L
Share
Number of Issued premium
shares in issue capital account Total
ERTROBE CERITRE ROEER k]
HK$'000 HK$'000 HK$'000
FHT TAT TAT
At 1 April 2006 RZETFHA—H 511,250,000 51,125 339,275 390,400
Issue of shares on placements e E R 1T AR 1D 81,125,000 8,112 8,884 16,996
At 31 March 2007 and 1 April 2007 R =ZEZ+F=F=+—H 592,375,000 59,237 348,159 407,396
R=ZFZ+FMA—H
Share options exercised BT ERE 4,900,000 490 649 1,139
At 31 March 2008 RZZEZENF=H=1+—H 597,275,000 59,727 348,808 408,535
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Year ended 31 March 2008 —FZENF=H=+—HIFE

27.

28.

Share Capital (continued)

As at 31 March 2008, the subscription rights attaching to 2,000,000,
700,000 and 2,200,000 share options were exercised at subscription
prices of HK$0.40, HK$0.17 and HK$0.10 per share, respectively,
resulting in the issuance of 4,900,000 ordinary shares of HK$0.10
each for a total cash consideration, before issuance expenses, of
HK$1,139,000.

During the year ended 31 March 2007, the Company entered into the
following placements of shares:

(i)  On 18 May 2006, the Company entered into a share placing and
subscription agreement with a third party, an existing shareholder,
in respect of the placing of 51,125,000 shares of HK$0.10 each to
the investor at a price of HK$0.14 per share. The placing by transfer
of shares was completed on 25 May 2006 and the subscription was
completed on 26 May 2006. The premium on the issue of shares,
amounted to approximately HK$2,045,000 (before share issue
expenses of HK$133,000) was credited to the Company’s share
premium account.

(i) On 21 December 2006, the Company entered into another share
placing agreement with a third party in respect of the subscription
of 30,000,000 shares of HK$0.10 each at a price of HK$0.34 per
share. The subscription was completed on 29 December 2006.
The premium on the issue of shares, amounted to approximately
HK$7,200,000 (before share issue expenses of HK$228,000) was
credited to the Company’s share premium account.

Share options
Details of the Company’s share option schemes are included in note 28
to the financial statements.

Share Option Schemes

The Company’s share option scheme which was approved by the
shareholders 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.
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27.

28.

BR S ()

RZZTEZENF=A=+—H ' 2,000,00017
700,00017 % 2,200,000 17 & A2 P SRS HE 2

DRIAREEERX0.40E 7T ~ 0.17 87T X% 0.10
BICITIE - B2 4,900,000 I &R HEE0.1075
T2 EBRALE RECRMBREITRE)
1,139,000 BT EE1T °

RNEBE-_ZT+F=A=1+—RHIEFE X2
B LHEITUA TS ¢

i) RZZTZAFRAT/N\BH  AQFEH—F
RREBRRZE=F ' ;I LBOERE R
REHZ - UER014BITLZEBIREE
51,125,000 FRX EI{E0.107/8 T 2 Bk T
ZIREE o BREERMH T NETZRE
RZEEXRNFRA-THATER @ MR
AR =TT NFRA —+/NBEK ° 1T
AR 2 5B #2,045,0007% 7T (FAER ZTA%
7 FI 133,000/ AT ERAKR DA Z
A&7 55 (AR o

iy MRZZTZTERF+ZA=+—H ~ARE
—BE=ZAFILS—HROEEHZE - A
H % 0.84 % Jr 2 B #% 3R 8 30,000,000 fix
GIREEC.10BTTZ M - REN=FF
ANETZAZTRBZERK « BTN 2%
& 497,200,000 % 7T (0 BR B 1TRR 19 2
228,000/ LAl ) BB AR R F 2 R0 4
B -

BB BR

AAdlzBERESEFBEIAY B HE
fizE28 o

B

BRR-ZFTZF= AL RIEZ N AR BER
BB (B8 ER_SET_FHANRER
TRZANRBBRERRIAR S 41N AR R4 A
2B 8 ([ 75t 81 )) IR - RIBEFHE
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28. Share Option Schemes (continued)

(a)

(b)

Old Scheme

The Company operates the Old 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 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.

New Scheme

The New Scheme became effective for a period of 10 years
commencing on 23 April 2002. Eligible participants of the New
Scheme include all Directors and employees of the Group, suppliers,
customers, consultants who provided services to the Group,
shareholders of the subsidiaries of the Group and joint venture
partners. 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 highest 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 respective date
when the share options are granted, subject to the provisions for

early termination thereof.

At the annual general meeting of the Company held on 25 July 2006
(the “AGM”), an ordinary resolution was passed by the shareholders
to approve the refreshing of the 10% general limit on the grant of

share options under the New Scheme.

28. BBIREE ()

(a)

(b)

Eatal

RNABRILEE - BESRE R EREAR
SRR EELERMzEEKRSHE
% AERSHEEBEARAESTRASE
HES - RIFETE E=gREEESD
BRERERAARAEERAEEEER
HEEARIE - REAR R Rz Sk - 5t
ERARBRORZZTZTZTF=A=FTN
HEBE R PRl St s Ra 4223 - /&1
1046 -

e

Matdle —TE_FUA—T=BRKLE
B BH10F - FAt B2 R BERSEE
BRAKEMEESELES - HER &
P RAREERHRB 2B - AEEH
BRARZERRAERERH - BRIEH
3 EFTERNBARAEREIMNSERS
BLER BB - AR () REA R B
B2 P B ¥R {E R LSRR R Al
FRZWTE ¢ sk (i) BEELOR L B R
FER % AR B RER EFAFIARR
B HEBIFRIR Z FHWHE + (i) Bz
EEZERARRERSE)BBEARF]
ZEER - AR HBEREEN CHR A
ZHBME21 A - HPBRER AN
SEBARE1VET - IREREZITEY
REE=ETE - WHRRKEREHNERHLS -
RAEAEAER TRIR KA L2 R H
B2 B A BREET 10 FfE -

RARBR-ZZETARNFLA-TRARET
ZERBERE((BRAFAE] L - K
REEBHEF R BF T EIR L 2 1B
ARHEIRTE 2 10% —ARPREE ©
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28. Share Option Schemes (continued) 28. BRI (@)

(b) New Scheme (continued) (b) stEI(&E)

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 AGM.

FAREHTAT 8 2 P A I A I T T (2
A B M TT 2 I B8 - HBEBRE
REBZERRBEFASRTE A ZARFD
FITRAD 2 10% °

AR 8 R AR B L tiE st
IR RS TITEZ B R ARE TR
BRI TE M T AL S MBI T 2 R &
BEE - BASHTEBETREHEITZA
NEBEERIESZ30% °

The maximum number of shares 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

shares of the Company in issue from time to time.

BEREY TR THRA AREUR SRR
A& ERERRER -

Share options do not confer rights on the holders to dividends or to

vote at shareholders’ meetings.

FRREBEEFE W RETEZBRAE

The following share options were outstanding under the Old Scheme

during the year: mE :
2008 2007
—EENF —TTLF
Weighted Weighted

average Number average Number
exercise price of options exercise price of options
IREF T EE BREHE NETHITEE BB E
HKS$ per share 000  HKS$ per share '000
BT (8R) T4 BT (8R) SR
At 1 April KU A—H 0.40 27,365 0.40 27,365
Exercised during the year FR{T{E 0.40 (2,000) = =
At 31 March R=A=+—H 0.40 25,365 0.40 27,365

MENCETHEZEBRENS - NTEBHZ
IEFHRE A 1.4978 T °

The weighted average share price at the date of exercise for share options

exercised during the year was HK$1.49.
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28. Share Option Schemes (continued) 28. BRI (@)
The exercise prices and exercise periods of the share options under the REEH - BRIBRERT 8 2 RITEBREZTT
Old Scheme outstanding as at the balance sheet date are as follows: EERITEHRAT
2008
—EEBN\F
Number of options Exercise price*
" 000 HKS$ per share
BREEE TEE Exercise period
T4 BT (BR) THEHIR

22 August 2001 to

25,365 0.40 21 August 2011
—2F-HN\A=t+=-HE
—E——FNA=+—H

2007
—ETF
Number of options Exercise price*
’000 HKS$ per share
ERESE ITEE~ Exercise period
R BT (FR) FT{EEARR
22 August 2001 to
27,365 0.40 21 August 2011
—ZTE—FN\AZ+ZHZE
—2—FN\A=+—H
* The exercise price of the share options is subject to adjustment in case of rights or * BEARRE T (B I AR IR (AR Sk AT A BEFT AR A T
bonus issues, or other similar changes in the Company’s share capital. BRAS A EAb KBS E) T LAFHZE o
The following share options were outstanding under the New Scheme FAN - RBHEE M RETEBERE
during the year: U
2008 2007
—EEN\F —ETLF
Weighted Weighted
average Number average Number
exercise price of options exercise price of options
INFEEIGTEE BREHE ETFHITEE B EE R
HKS$ per share 000 HKS$ per share '000
BT (EBR) T4 BT (ER) )
At 1 April R A—A 0.162 17,330 0.114 9,390
Granted during the year ~ FR#RH 0.447 24,000 0.188 11,980
Exercised during the year FR77{E 0.117 (2,900) = =
Lapsed during the year ~ FRKK 0.379 (1,200) 0.128 (4,040)
Forfeited during the year G A12UR 0.379 (15,000) = -
At 31 March R=B=+—H 0.318 22,230 0.162 17,330
The weighted average share price at the date of exercise for share options MEFERNEBITRZBRENS - NTEREHZ
exercised during the year was HK$1.25. IEFERRER1.258TT
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28. Share Option Schemes (continued) 28. BRI (@)
The exercise prices and exercise periods of the share options outstanding REEH - BB 82 B RITEBRE 21T
under the New Scheme as at that balance sheet date are as follows: FERITEHARAT :
2008
—EENE
Number of options Exercise price*
" 000 HK$ per share
BREZAE 1TEE* Exercise period
T B (8R) 1TEHR
800 0.260 22 May 2002 to 21 May 2012
CEEFRAC+-HE-E-—FHA=-t-—
1,650 0.100 26 March 2004 to 25 March 2014
CEENF=HA=+AHE-E-NFE=A=1+HH
7,580 0.170 10 May 2006 to 9 May 2016
—EERERATHE-E-AERANA
1,500 0.878 23 November 2007 to 22 November 2017
—EEtF+-A-+=HAE-ZE—tH+-B=+=H
2,500 0.600 2 January 2008 to 1 January 2018
—EEN\F-AZHEZZE-N\F-
200 0.100 26 March 2004 to 25 March 2014
CEENFE=A-+AAEE-NE=F=+HHA
2,000 0.100 24 June 2005 to 23 June 2015
CEERERACtTHNAZE=E-HREAAZ1+=H
1,000 0.380 29 June 2006 to 28 June 2016
—EERFERAZTAREZE—AR"EAAZTNH
5,000 0.396 1 October 2008 to 5 July 2017
—EEN\E+A-HZE=-E—tEtHAA
22,230
2007
ZTTHF
Number of options Exercise price*
’000 HKS$ per share
BEREHE IEE* Exercise period
T BT (%) 1T HARR
800 0.26 22 May 2002 to 21 May 2012
R CFRAACFHES——FRA-1+—
1,850 0.10 26 March 2004 to 25 March 2014
“EENF=RA -+ BE_Z—NFE=A_+HH
9,280 0.17 10 May 2006 to 9 May 2016
—EERERRAtTHRAE_E—NETANA
1,200 0.10 26 March 2004 to 25 March 2014
—EENE=A -+ BE-Z-WE=A-1+AH
3,000 0.10 24 June 2005 to 23 June 2015
—EERF AR tTHBRE=E—AFA=+=H
200 0.17 10 May 2006 to 9 May 2016
—EERERRAtTHRAE_E—NETANA
1,000 0.38 29 June 2006 to 28 June 2016
—EERFEANATABE_ZE—REA-TN\H
17,330
* The exercise price of the share options is subject to adjustment in case of rights or - BEARRE T B I AR R (AR Sk AT A BE T AR A T
bonus issues, or other similar changes in the Company’s share capital. FRAS AR E A SR B) T LAFEE -
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28. Share Option Schemes (continued) 28. BRI (@)

The fair value of share options granted during the year was HK$6,864,000
(2007: HK$1,535,000), of which the Group recognised a share option
expense of HK$1,556,000 (2007: HK$1,007,000) during the year ended
31 March 2008.

The fair value of equity-settled share options granted during the year was
estimated as at the date of grant, by Grant Sherman, using a binomial
option pricing model (2007: Black-Scholes option pricing model), taking
into account the terms and conditions upon which the options were

granted. The following table lists the inputs to the model used:

RERE L 2 BIRE QT E(E A 6,864,000 7%
T(ZZTZ+H4F :1,535,000870) © EhARE
EREBE=2F \EF=A=+—RHALEEARS
TR BB AR AE R 2 1,556,000 870 (Z T T L& ¢
1,007,000/ L) °

FAMR L AR EE 2 BREN R FEET)
HPEEA—BARBREEERAN(ZTF L
F AR -SFRABREEEER) R
BHEETEE  YEFEZEFERERHE
BB R R - TRINBERZRAGA
IHE

2008 2007
—EENE —ETAF
Dividend yield (%) %8 (%) 0 0

Expected volatility (%) TEHAR 1R (%) 105.92-156.09  90.77 - 107.91
Historical volatility (%) & 52 8% 1 (%) 105.92-156.09  90.77 - 107.91
Risk-free interest rate (%) fE [ 2 1 2 (%) 3.385 - 4.820 464 -4.85
Expected life of options (year) PRI 2 TR (4F) N/ARER 3-65
Weighted average share price (HK$) IR (E (EoT) 0.39 -0.85 0.17-0.32

The expected life of the options is based on management’s best estimate,
for the effects of non-transferability, exercise restrictions and behavioural
considerations. The expected volatility reflects the assumption that
the historical volatility is indicative of future trends, which may also not

necessarily be the actual outcome.

For other equity-settled share based-payment with parties other than
employees, the Group has rebutted the presumption that the fair values
of the services received can be estimated reliably as in the opinion of
the Directors, the fair value of the services cannot reliably measured.
Accordingly, the Group measured the services received from these
parties, with reference to the fair values of the share options granted
using binomial option pricing model, at the date these parties rendered to

related services to the Group.

No other feature of the options granted was incorporated into the

measurement of fair value.

B 2 BRI F AR E IR B A A B
B TERBIRTAEBRREN 2 REME
BEE o TRHIR IR R AR R AR SR R BB R 2R 8
ZHtRER - A RERERERT -

B B PASN 2 BRETT M E At AR s 5 B I A B
MRERZNRME - ARBEZRA/RBZA
FEELRERSEDFTE - ARECHERAE
BR%% 2 A FEERE R FEHET B 2 KRR - Bt
AEEREASTRAASEREEARBER
DREZLBERE ATFEE  FRZEARE
BRIEEERN - S ELARSTERSZRG -

FHE QTR R BRI A K M P IR AR A

REMBERERAR —TTN\FFH
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28.

29.

Share Option Schemes (continued)

The 4,900,000 share options exercised during the year resulted in the
issue of 4,900,000 ordinary shares of the Company and new share
capital of HK$490,000 and share premium of HK$649,000 (before issue

expenses), as further detailed in note 27 to the financial statements.

At the balance sheet date, the Company had 25,365,000 and 22,230,000
share options outstanding under the Old Scheme and the New Scheme,
respectively. The exercise in full of the remaining share options would,
under the present capital structure of the Company, result in the issue
of 47,595,000 additional ordinary shares of the Company and additional
share capital of HK$4,759,500 and share premium of HK$12,445,000

(before issue expenses).

Subsequent to the balance sheet date on 3 April 2008, a total of
14,400,000 shares options were granted with an exercise price of
HK$0.41 per share. Out of the 14,400,000 share options granted,
9,000,000 and 5,400,000 share options were granted to the Group’s
employees and certain consultants, respectively, to subscribe for ordinary

shares of the Company under the New Scheme.

At the date of approval of these financial statements, the Company had
an aggregate of 61,995,000 share options outstanding under the Old
Scheme and the New Scheme, which represented approximately 10.38%

of the Company’s shares in issue as at that date.

Reserves

(a) Group
The amounts of the Group’s reserves and the movements therein
for the current and prior years are presented in the consolidated

statement of changes in equity.

Pursuant to the PRC laws and regulations, a portion of the profits of
the Group’s subsidiaries which are registered in the PRC has been

transferred to the statutory reserve fund which is restricted as to use.
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28.

29.

BB ()

F 7R+ 4,900,000 AR BT - BEE
7 4,900,000/ AN A B &3 A% « $TARZ490,000
P TT AR 1975 B BR 649,000 A 7T (HIBR BT TRISZ
Al - ARRHE SR B S REMT 27 -

REER - AATER B R EI T MARITHE
H B2 B 42 5 5 & 25,365,000 17 K 22,230,000
7 o BB E X AR E SR AR 7R AR A
BRiE - RETEZESR TBRE ST
47,595,000 AR AR B EEAINE 38 AR PA K BEAMNR AR
4,759,500 7T & A% 17 /4 8 B% 12,445,000 7T
(MBREEATRAZAD) ©

i

R-TET N\FNA=ZBNEEBE SRR
it 14,400,00017 fE A% 48 - 17 (B B3 % 0.41

75 TT o R FTH H 2 14,400,000 15 B8 BR A o
9,000,000 1% % 5,400,000 13 B A% #E 2 2 Bl & F
REBMAEE RETER - R0
RABH @A o

R EHHRREL EBE - RIBEF SR
=&l - AR FA 61,995,000 HARITE 2 B
AEHE - (AR EINE BB EITARH#910.38% °
EA]

(a) ZA&EE
REBMPAREERATFEZFHHELEL
HEBFRIINGEEREERA -
RIERBDEGIRIRTE - ANERER B
2B AT Z B0 m A B SR A E R
S BBERBEZAETARS
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29. Reserves (continued) 29. i@ (&)
(b) Company (b) Z&AQF
Share
premium Share option Accumulated
account reserve losses Total
B 7R E R BRERE RitEE st
HK$'000 HK$'000 HK$'000 HK$'000
FAET TAET FHET FAET
At 1 April 2006 RZZTZEFMA—H 339,275 283 (370,533 (30,975)
Share issue expenses BITRMAY (361) - = (361)
Loss for the year FAEE - - (33,568) (33,568)
Issue of shares BT 9,245 = = 9,245
Equity-settled share R EHE 7 BT
option arrangements = 1,007 = 1,007
Transfer of share R R
option reserve upon B E
the lapse of share options - (86) 86 -
At 31 March 2007 RZZE+F=HA=+—H 348,159 1,204 (404,015) (54,652)
Loss for the year FAEE - - (19,587) (19,587)
Issue of shares Tk 649 - - 649
Equity-settled share DA 5 E 2 B 2B
option arrangements - 1,556 - 1,556
Transfer of share R AR ik
option reserve upon B
the lapse of share options - (227) 227 -
At 31 March 2008 RZEENF=A=+—H 348,808 2,533 (423,375) (72,034)

(i)

(i)

Under the Companies Law (2001 Revision) of the Cayman Islands,
the share premium account of the Company is distributable to its
shareholders 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 they fall due in the ordinary course of business.

As at 31 March 2008, in the opinion of the Directors, the Company
had no reserve available for distribution to shareholders as at 31
March 2008.

The share option reserve comprises the fair value of share options
granted which are yet to be exercised, as further explained in the
accounting policy for share-based payment transactions in note 2.4 to
the financial statements. The amount will be transferred to the share
premium account when the related options are exercised, or transferred

to accumulated losses should the related options expire or be forfeited.

(i)

(iii)

REREHESARE( T —FEF]
) ARBZBEERTHS KT R
REREEZFRMNREE AR - AR
BRI A EEBEBETEREIHNER -

RIZENF=A=+—H EFERRAE
RZEZENF=A=+—HIERFE
A DK TR

bl

B R ERED R BB RARITERA R E
MAFEE  REBHRERME24 BN
BN AR 5 2 @R R T A FraFal -
SERNA ERERE T ERERERND
B - KRG BB R M RO UL
HBEZRIER -

REMBERERAR —TTN\FFH
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30. Notes to the Consolidated Cash Flow Statement 30. KEBERERMEE

Major non-cash transactions

During the year, the following major non-cash transactions took place:

(i)  The deposit paid for the purchase of an investment property of
HK$1,223,000 as at 31 March 2007 was applied to partly satisfy
the consideration for the purchase of an investment property in the

current year.

(i) During the year, the Group has written back those long outstanding
trade payables of HK$5,887,000 in the financial statements. In
the opinion of the Directors, those trade payables have been
outstanding for over a certain long period of time, the likelihood that
the Group would result in a significant outflow of resources is highly

not probable.

31. Operating Lease Arrangements 31.

The Group leases certain of its office properties and motor vehicles under
operating lease arrangements. Leases for properties are negotiated for

terms ranging from one to three years.

At 31 March 2008, the Group had total future minimum lease payments

under non-cancellable operating leases falling due as follows:

TEHFRESRS
FADET MIEEHFRERS

() R-ZEELE=A=+—0 HBEA—E
B WEFT 2 5] & 1,223,000 7 7T A 1E
INRAFEBA-—BREDMEZHD
KRB~

(i) FA - AEEERUHRE L RRERHE
i# R 32 1+ 2 FE 15 BR 715,887,000 4 7T © =
ERA  ZERNERBETIN—BE
Rf - AEELREAERAL 2 AT
RIK o

RERERH

REBRBEEHELHEERETHAE
ERAE - KEBREEMEZEERR—F
E=GTRE o

RZZEENF=ZA=+—8 ' XEERETA]
HEHELHENGERZ A RFERAE N4
AR ¢

2008 2007
HK$’000 HK$’000
—EENFE —ETLF
FET FHETT

Land and buildings: THIRETF :
Within one year —FR 2,991 3,977
In the second to fifth years, inclusive F_EZFLFT (RIEEEMT) 294 2,127
3,285 6,104

Motor vehicles: RE

Within one year —FR 20 23
3,305 6,127

At the balance sheet date, the Company did not have any significant

commitments.
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32. Related Party Transactions 32. FRAEALRS

(@ In addition to those related party transactions and balances (@) BRZZEITEHMKRE AT FTHRER 2 B =
disclosed elsewhere in the financial statements, the Group had the ATR G REERIN  REERFEANE T
following transactions with related parties during the year: HBEBEALT RS :

2008 2007

Notes HK$’000 HK$’000
B —gRNF  —TTLH
THET FHETT

Rental expenses paid B HeR% () 260 463

Handling services fee paid BERERSER (ii) - 882

Rental expenses paid BEfHESREZ (i) - 414

Impairment allowance for doubtful debt & BR 8 (B & (iv) 3,203 -

Notes: Mt

()  The rentals were paid in respect of the Group’s leased motor vehicles to () wEEESDIRASER—FHEEZEATR
a related company, of which a shareholder of the related company is the EREMSM  ZEBEARKREIIRE
sister-in-law of Mr. Yip Heon Ping, a Director of the Company who retired AREZARREFTERFEEZHE
during the year. The Directors of the Company have confirmed that the T ARREFZEHR  ARNLRE
monthly rentals were calculated with reference to the then prevailing open B2 ARMERE °
market rental value.

(i)  Handling services fee paid represented the fee charged on services iy BNERERSEZERAE—BBEQARRE
provided by a related company in handling the Group’s mobile value added AEEBIEERGAKBM2ER %
services, of which shareholders of the related company are the father-in- BER R RR TN FNREZARDA]
law and sister-in-law of Mr. Yip Heon Ping, a Director of the Company who BEEERFEEZEXRETF - BHE
retired during the year. The fee was charged according to the terms of an RIiREBSRA—STNFNA=1+H
agreement dated 20 August 2004. No handling services fee was charged in TGN c AEBRAKNERER
the current year. ERHWERIEREER -

(i) The rentals were paid in respect of the Group’s leased staff quarter situated iy BEBASHHASERARARESEM
in Hong Kong to Mr. Yip Heon Wai, a Director of the Company, and his wife. HEERHEETFTERBHEETIREEM
The Directors of the Company have confirmed that the monthly rental was Xt ARBEIEZEHR - AETZ2R
calculated with reference to the then prevailing open market rental value. BN ARAMERE -

(v)  Impairment allowance for doubtful debt was made against the outstanding vy REREBBREREEHARKESR
balance from a debtor, of which one of the shareholders is the father-in-law 2R MZEBARFR —BREAE
of Mr. Yip Heon Ping, a Director of the Company who retired during the year. RERNBREZARREEEMFAEZ

ER -
(b) Details of compensation for key management personnel, who are b) ARARAAFREERTEFIEREERA

the executive Directors of the Company, are included in note 8 to the

financial statements.

B2 BRI M IRRMEES
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33. Financial Instruments by Category

The carrying amounts of each of the categories of financial instruments as

Notes to the Financial Statements (continued) Bf 3R 3 Kf 5% (&)

Year ended 31 March 2008 —FZENF=H=+—HIFE

at the balance sheet date are as follows:

33. RERIE D ZERMTA

REER SRR ITAZREENAT

2008 Group
—BBENF B 3L
Financial assets
ERMEE
Financial assets at Available-
fair value through for-sale
profit or loss Loans and financial
B AFEE receivables assets
SRR EIRRER BXRE atHE Total
BECSREE PEW IR SREE st
HK$’000 HK$'000 HK$'000 HK$’'000
AT T FAIT T
Available-for-sale investments  AIfEH &I E - - 786 786
Trade receivables FEU AR R - 42,361 - 42,361
Financial assets included STATER A -~ Bl
in prepayments, deposits R H A pE WL IE
and other receivables ZEMEE - 3,626 = 3,626
Equity investments at fair value &R F(EBEFIBR k&
through profit or loss ERREE  IRiERE 3,162 - - 3,162
Due from Directors JEWE=E 2 5B - 142 - 142
Cash and cash equivalents BeMREEEY - 33,202 - 33,202
3,162 79,331 786 83,279
Financial liabilities
SHas
Financial Financial
liabilities at liabilities at
fair value through amortised
profit or loss cost
BAFEESERER REBHEAARIER Total
EERREECEREE ZE@Mas st
HK$ 000 HK$’000 HK$'000
T FAIT FAT
Trade payables FERTHRER - 2,840 2,840
Financial liabilities included T AEMFERK -
in other payables, deposits BGT & R IERTFRIE
received and accruals Zemas - 5,039 5,039
Convertible bonds AR ES - 36,000 36,000
Derivative component of convertible bonds ~— AI#af& (& %5
PTHEIT RIS 8,619 - 8,619
8,619 43,879 52,498
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33. Financial Instruments by Category (continued) 33. REFES 2SR T A @)
The carrying amounts of each of the categories of financial instruments as REER  SFEemIAZEREENT : (B)

at the balance sheet date are as follows: (continued)

2007 Group
B i
Financial assets
SREE
Financial assets at Available-
fair value through for-sale
profit or loss Loans and financial
B AFEE receivables assets
SRR R IR & AR BERK A E Total
BECCREE P RE SREE st
HK$’000 HK$’000 HK$'000 HK$'000
FAT FAT FAT FAT

Available-for-sale investments Al HHERE - - 757 757
Trade receivables FEU AR SR — 6,469 = 6,469
Financial assets included in SFAFBNFE - F]E

prepayments, deposits and N E M EMGRIE 2

other receivables TEEE - 2,620 - 2,620

Equity investments at fair value 1z /A EEFR R E
through profit or loss B IREIE 2 IR E 2 = = 2
Cash and cash equivalents HeMREeEEY - 3,040 = 3,040
2 12,129 757 12,888

Financial liabilities
==K
Financial
liabilities at
amortised
cost
R A I BR
ZEmAas
HK$'000
FHT

Trade payables FEATBR IR 8,470
Financial liabilities included in other STAHMBERNK - EWETE R

payables, deposits received and accruals EETRIEz R B E 4,494
Due to Directors JENEE 2 F08 523

13,487
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33. Financial Instruments by Category (continued) 33. REFES 2SR T A @)
The carrying amounts of each of the categories of financial instruments as REER  SFEemIAZEREENT : (B)

at the balance sheet date are as follows: (continued)

Notes Company
BaE NN
Financial assets
SWMEE
2008 2007
—EENF —ETLF
Loans and Loans and
receivables receivables
EXRERRIE B MEWRGIE
HK$’000 HK$’'000
FHET FHT
Due from subsidiaries JE I B B R A
RIE 15 25,082 5,809
Financial assets included in FTATRIFRIE R
prepayments and H e UGRIE
other receivables ZEREE 407 199
Cash and cash equivalents REMREEEY 8,243 10
33,732 6,018
Financial liabilities
SHAas
2008
—BENE
Financial
liabilities at Financial
fair value through liabilities at
profit or loss amortised
BATEEIRE cost
REBRRERE REBHRAT R Total
ZEmas ZEEBa s st
HK$’000 HK$’000 HK$’000
FET FHET FET
Financial liabilities included in ST AFERTRIEZ
accruals TRBE 24 - 1,420 1,420
Convertible bonds AT AR E - 36,000 36,000
Derivative component of AR EHDTE
convertible bonds TES 8,619 - 8,619
8,619 37,420 46,039
2007
—EELHF
Financial liabilities
at amortised cost
R SER AT BR
ZEREE
HK$’'000
FHT
Financial liabilities included in ST AJERTRIEZ
accruals CREE 24 1,433
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34. Financial Risk Management Objectives and Policies 34. K EKREEEZERBUER
The Group’s principal financial instruments, comprise convertible bonds, REBZFZSRT AEBEAMRRESARER
and cash and short term deposits. The main purpose of these financial CHEMER - WEEMTAEFZANRAA
instruments is to raise finance for the Group’s operations. The Group has SEREKEEBITES - AREEEMT
various other financial assets and liabilities, such as trade receivables and AemEEREE  MRKERRKRERKRR
trade payables, which arise directly from its operations. TEE BB ERBESE -
The main risks arising from the Group’s financial instruments are interest AEEEmIT Az FZRMRAFIERRE - INE
rate risk, foreign currency risk, credit risk and liquidity risk. The board of Bl EERRERBDESRER ZEF2EH
Directors reviews and agrees policies for managing each of these risks WipEBEN ESERBR 2R - BREAER
and they are summarised below. Ry
Interest rate risk 2= E B
The Group’s financial instruments are short term in nature. The carrying AEBzeRmTABEAEE - 25/ IA
amounts of these financial instruments reported on the balance sheet REERMER REEREATEEBS
approximate to their fair values, and hence there is no interest rate risk Bt E &l T AN &R R o
exposure in relation to these instruments.
Foreign currency risk FMEE B
The Group carries on its sales and purchase transactions mainly in RMB. AEBFZUARBETEERS - ARBEH
As the foreign currency risks generated from the sales and purchases BEEEZINERR A EMEEE  WASEZ
can be set off with each other, the foreign currency risk is minimal for the SMER R ER o AN B 2 B A4S 415 DA
Group. It is the policy of the Group to continue maintaining the balance AEEETER 2T AEBWEUTES
of its sales and purchases in the same currency. The Group does BT EL RS BB B 2 INERR 5 K H A,
not use derivative financial instruments to protect against the volatility CREERBBRMNTE ZEE - XEEKID
associated with foreign currency transactions and other financial assets EBEI NP BIARRE - WAARKETITR o
and liabilities created in the ordinary course of the business. The majority
of the Group’s operating assets are located in Mainland China and are
denominated in RMB.
The following table demonstrates the sensitivity at the balance sheet date TRINRIEFTA Efth Al R R T E BN
to a reasonably possible change in the RMB exchange rate, with all other T RERRLMER](FR) EARKE XM 88
variables held constant, of the Group’s net profit/(loss) (due to changes in HHREEEH  FRE(HREEKEEREE

the fair value of monetary assets and liabilities). HAFEEEZE) -
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34. Financial Risk Management Objectives and Policies

(continued)

Notes to the Financial Statements (continued) Bf 7 3R 3 Kf 5% (&)

Year ended 31 March 2008 —EZENF=H=+—HIFE

34. MBEMRERE B ERBER (@)

Foreign currency risk (continued) SPEE ELBE (4])
Increase/ Increase/ Increase/
(decrease) in (decrease) in (decrease) in
RMB the Group’s the Group’s
rate net profit equity
ARH S 3] rEEZ
ExLH 4R, R/
(F#) (H4) (R2)
% HK$’000 HK$°000
THET TR
2008 —B2NF
If Hong Kong dollar weakens against RMB BT EAREEE 5% 2,849 2,849
If Hong Kong dollar strengthens against RMB BT R AREAE (5%) (2,849) (2,849)
Increase/ Increase/ Increase/
(decrease) in (decrease) in (decrease) in
RVMB the Group’s the Group’s
rate net loss equity
AE® AEEZER REEZ
BxEH/ SRR, g m,/
(~38) CRlA) CR)
% HK$'000 HK$'000
TAT TAT
2007 T
If Hong Kong dollar weakens against RMB BT RARBEE 5% (622) 622
If Hong Kong dollar strengthens against RMB BT AREHE (5%) 622 (622)
Credit risk EER

The Group trades only with recognised and creditworthy customers.
It is the Group’s policy that all customers who wish to trade on credit
terms are subject to credit verification procedures. In addition, receivable
balances are monitored on an ongoing basis and the Group’s exposure

to bad debts is not significant.

The credit risk of the Group’s other financial assets, which comprise
cash and cash equivalents, equity investments at fair value through
profit and loss, available-for-sale financial assets, other receivables and
amounts due from Directors, arises from default of the counterparty, with

a maximum exposure equal to the carrying amounts of these instruments.

Further quantitative data in respect of the Group’s exposure to credit risk
arising from trade receivables are disclosed in note 18 to the financial

statements.
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34. BEEREEEERBEK (&)

34. Financial Risk Management Objectives and Policies

(continued)

Liquidity risk

Liquidity risk is the risk of non-availability of funds to meet all contractual
financial commitments as they fall due. The Group’s objective is to
maintain a prudent financial policy, to monitor liquidity ratios against risk
limits and to maintain a contingency plan for funding to ensure that the

Group maintains sufficient cash to meet its liquidity requirements.

The Group financed its operations and investment activities by internally
generated cash flows and the proceeds from the Convertible Bonds,

respectively.

The maturity profile of the Group’s financial liabilities as at the balance

sheet date, based on the contracted undiscounted payments, was as

RBESEE
MBEERBRIEREINGE S NENAADH
ZENBESE - AKREZ BREARFREZ
TREK - BERRRBEREZRDESLL
T WHRARTEDE  BEASEERRE
MRS AENERBESFR

AREBD B BARELE RSN N ATREE

FHSFOR - REXBRIRERBRHES

REER  AKEREBESORMIRNFETEZ
ETRABIHEWT

follows:
Group AEH
3 to less than
Less than 12 months
On demand 3 months ZEDR Total
RER HYR=@A +=f8A w@st
HK$'000 HK$'000 HK$'000 HK$'000
TET THEr THL THT
2008 —EENE
Convertible bonds AR ES 36,000 - - 36,000
Trade payables TR 2,840 - - 2,840
Other payables, deposits HiERE0E  ERGETe R
received and accruals [EATFIE 1,177 3,236 626 5,039
40,017 3,236 626 43,879
2007 e el o3
Trade payables JERTERER 8,470 - - 8,470
Other payables, deposits HiERs0E  ERGIe R
received and accruals [EFTFUA 1,797 2,487 210 4,494
Amounts due to Directors [EES 2 HE 523 - = 523
Total liabilities BEE 10,790 2,487 210 13,487
Capital management EXRER

The primary objective of the Group’s capital management is to safeguard

the Group’s ability to continue as a going concern and to maintain healthy

capital ratios in order to support its business and maximise shareholder

value.

REBEARTEZEZAMER T BENEE
ERELSENBRRIFZEALE  UXFHHE
R BEERSBIREE -

REMBERERAR —TTN\FFH
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34.

Financial Risk Management Objectives and Policies

(continued)

Capital management (continued)

The Group manages its capital structure and makes adjustments to it,
in light of changes in economic conditions and the risk characteristics
of the underlying assets. To maintain or adjust the capital structure, the
Group may adjust the dividend payment to shareholders, return capital
to shareholders or issue new shares. The Group is not subject to any
externally imposed capital requirements. No changes were made in the
objectives, policies or processes during the years ended 31 March 2008
and 31 March 2007.

The Group monitors capital using a gearing ratio, which is total
borrowings divided by total equity. The gearing ratios as at the balance

sheet dates were as follows:

34.

MR EE R SR BER (8)

EXEE(H)
REBEEREEREBARRIBEEINR 2 E
SREAREERRSEMELRE - AEH
APAGEEABRERRIRE 2R - ARREE
BARSHEITIHBARR AR ERERE - A%
B EFE T EASNREMZERRE - BE
—EENF=H=+-BR-_ZFTLF=H
=+—HULEFE AEEYEHER  BHER
MARELEE -

AEBRBAEERBELEEREENEN &
ERELXANRG BRITEERBERNEER
B E NEERZEERBLENT

Group TEH
2008 2007
—EEN\F —ETLF
HK$’000 HK$'000
FET FHT

Convertible bonds including AR ESBEITETAES
the derivative component 44,619 -
Total borrowings BERE 44,619 -
Total equity e AERE 37,335 4,643
Gearing ratio BEEBEAELE 120% 0%
35. Comparative Amounts 35. k£ %E

36.

As further explained in note 2.2 to the financial statements, due to the
adoption of the new and revised HKFRSs during the current year, certain
comparative amounts have been adjusted to conform with the current
year’s presentation and to show separately comparative amounts in

respect of items disclosed for the first time in 2008.

Approval of the Financial Statements

The financial statements were approved and authorised for issue by the
Board of Directors on 23 June 2008.
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