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

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

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

The principal means of information dissemination on GEM is publication on the internet website operated by the Exchange.
Listed companies are not generally required to issue paid announcements in gazetted newspapers. Accordingly, prospective
investors should note that they need to have access to the GEM website at www.hkgem.com 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 of Shine Software (Holdings) Limited collectively and individually accept responsibility, includes
particulars given in compliance with the Rules Governing the Listing of Securities on the Growth Enterprise Market of the Exchange for
the purpose of giving information with regard to Shine Software (Holdings) Limited. 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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BOARD OF DIRECTORS

Executive Directors

Gu Yun (Chairperson)

Qiu Yixin (Vice-chairman)

Chen Yunrong (Chief Executive Officer)
Ye Jinxing

Li Xiaoyuan

Jiang Yulai

Non-Executive Director
Chen Qun

Independent Non-Executive Directors
Choy Tak Ho

Liu Bo

Sin Ka Man

AUDIT COMMITTEE

Sin Ka Man (Chairman of the Audit Committee)
Choy Tak Ho

Liu Bo

NOMINATION COMMITTEE

Sin Ka Man

Choy Tak Ho

Liu Bo (Chairman of the Nomination Committee)

REMUNERATION COMMITTEE

Sin Ka Man

Choy Tak Ho

Liu Bo (Chairman of the Remuneration Committee)

QUALIFIED ACCOUNTANT & COMPANY SECRETARY

Cheung Kwok Yee, Francis
CITIC Ka Wah Bank Ltd.

COMPLIANCE OFFICERS & AUTHORISED
REPRESENTATIVES

Gu Yun
Cheung Kwok Yee, Francis
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Room 2802

China Resources Building
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Wanchai, Hong Kong
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Century Yard

Cricket Square

Hutchins Drive

P.O. Box 2681 GT

George Town

Grand Cayman

British West Indies

PRINCIPAL SHARE REGISTRAR AND TRANSFER OFFICE
Butterfield Bank (Cayman) Limited

Butterfield House

68 Fort Street

P.O. Box 705

George Town

Grand Cayman

Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR AND
TRANSFER OFFICE

Tengis Limited

Level 28, Three Pacific Place

1 Queen’s Road East

Hong Kong

PRINCIPAL BANKERS
China Merchant Bank
CITIC Ka Wah Bank Ltd

SPONSOR
South China Capital Limited
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Corporate Profile
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Shine Software (Holdings) Limited (the “Company”) and its subsidiaries
(collectively the “Group”) conducted in business principally through its operating
arm in China (the “PRC”), namely, Fujian Shine Science Company Limited
and Shanghai Shine Science Company Limited. The Company was
incorporated in Cayman Islands as an exempted company with limited liability
in July 2002 and, through reorganization, the Company has become the
ultimate holding company of the Group in July 2003. The shares of the
Company was initially listed on the Growth Enterprise Market (“GEM”) of The
Stock Exchange of Hong Kong Limited on 12th August 20083.

The Group is principally engaged in research and development of software
solutions specially targetting the financial and securities sectors in the PRC.
Headquartered in Fujian, the Group has a development and servicing network
covering cities including Beijing, Shanghai, Shenzhen and Fuzhou where the
national stock exchanges and majority of the financial institutions” headquarters
are based. The comprehensive spectrum of the Group’s software solutions
was centrally developed in our software development centres in Fuzhou and
Shanghai, and implemented, customised and supported by our local servicing
teams.

Through its years of corporate developments, the Group succeeds in building
up its reputation and brand prestige and has experienced phenomenal growth.
The Group is currently one of the predominant, preferred solution providers
of securities community in the PRC, rendering hardware, peripherals and
professional services in complement to its corporate software solution
offerings.

The Group’s products have received high recognition especially in the domestic
securities community. Currently, all of the clearing participants of the PRC
securities market, including participants like China Securities Depository &
Clearing Corporation, clearing banks and all operating securities companies
in the PRC, are using the Group’s securities primary clearing products. Further,
the Group’s securities secondary clearing product is enjoying a prevailing
market share exceeding 82% in the PRC.
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Besides its strong competitive advantage in the business domain, the Group
is backed up with a seasoned management team with extensive experiences
in domestic securities and financial practises and a strong and innovative
team of research and development professionals including veteran with high
calibre expertise in software, hardware and network technology.

Leveraging on its expertise and defined strategies to deliver cost-effective
corporate solution to market participants, the Group is also expanding its
product line to cover other back-office solutions to serve the diversified needs
of the domestic securities, investment trust and wealth management
communities. As our corporate mission, the Group will work to enhance its
position to be the best solution provider for the financial and securities sectors
in China.
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CORPORATE STRUCTURE ERE

RS (ER)BRAAE
Shine Software
(Holdings) Limited
(Incorporated on 15/7/2002)
(R=ZZZ=F+tA+AAEMKL)
Investment Holding

i1 00%

Shine Science & Technology
(B.V.L.) Limited
(Incorporated on 20/6/2002)
(R=ZTZ=FNA=1+A8MK)
Investment Holding

imo% 33%?

BEFENEARLH
Fujian Shine Science &
Technology Limited
(Incorporated on 2/12/1997)
(R—hANtF+=A=B#MK)
Software development and
resale of hardware
FRE N REERT

10%’

| Lgo% 67%., v 60% L
EBHEHFREERAT EMNFEHREERLAT FEEEREERAERAR

Shanghai Shine Science & Fuzhou Xinwangluo Network | [Shanghai Xingyishi Management
Technology Limited Company Limited Consulting Company Limited
(Incorporated on 15/2/2001) (Incorporated on 11/6/2001) (Incorporated on 24/5/2002)
(R==Z—F=-—A+AB=EMRL) (R=ZZEZ2—FRA+—BEMKL) | |((RZFZ-FHA-+MAZEMKIL)
Software development and Resale of hardware and Provision of computer and
resale of hardware network installation management consultancy services

FEH TR EBER BB BT REBERF R TR ERBRIRYE

55%3 , 20%

Pt L RIFREBMEERAR
Shenzhen Yingitong
Technology Limited

(Incorporated on 27/5/2005)

(R=ZZRFRA - +EHZEMKI)

Software development
FIEE

Note 1: The 10% equity interest is held by Ms. Gu Yun, a Director, on behalf of Shine  Afa1 © #%10% MA#EZ IHEEBEEL KK Shine
Science & Technology (B.V.l.) Limited. Science & Technology (B.V.1.) Limited #5745 °

Note 2: During 2004, the Group, through Shine Science & Technology (B.V.l.) Limited, ~ Afi#2 : —ZZNF R » A& BEEBShine Science &

further acquired 33% equity interest of Fuzhou Xinwangluo Network Company Technology (B.V.1.) Limited # — [ > g e AR5
Limited from the minority shareholders. Upon completion of the transaction, ISR N B RE B IR A E 233% AR ° 32
the Group wholly owned this subsidiary. The 33% equity interest is held by Ms. SKE  AEBE2EEAILMB AR © 5%33% K
Gu Yun, a Director, on behalf of Shine Science & Technology (B.V.l.) Limited. AigEZBESHE LT KShine Science &

Technology (B.V.1.) Limited #74 -

Note 3: The 55% equity interest is held by Ms. Gu Yun, on behalf of Fujian Shine Science  Mfa13 : #Z55% M A iEm I HBEEZ TR EBENEREE
& Technology Limited. RARFA °
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Notice of Annual General Meeting:z=.z=zz=2

BRREBFREES

NOTICE IS HEREBY GIVEN that the Annual General Meeting of shareholders
of Shine Software (Holdings) Limited (the “Company”) will be held at
Conference Room 2, 22/F, United Centre, 95 Queensway, Hong Kong on
Monday, 24th April 2006 at 2:30 p.m. for the following purposes:

As Ordinary Business:

1. To receive and adopt the audited financial statements together with
the reports of the directors and the auditors for the year ended 31st
December 2005.

2. To re-elect the retiring Directors and to authorise the Board of Directors
to fix the Directors’ remuneration for the ensuing year.

3 To re-appoint the retiring auditors and to authorise the Board of Directors
to fix their remuneration.

As Special Business:

4. To consider and, if thought fit, to pass, with or without amendments,
the following resolution as an Ordinary Resolution:

“THAT:

(@  subject to paragraph (b) of this Resolution, the exercise by the
Directors of the Company during the Relevant Period (as
hereinafter defined) of all the powers of the Company to
repurchase shares in the capital of the Company on the Growth
Enterprise Market (the “GEM”) of The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) or on any other stock
exchange on which the securities of the Company may be listed
and which is recognised by the Securities and Futures
Commission of Hong Kong and the Stock Exchange for this
purpose, subject to and in accordance with all applicable laws
and requirements of the Rules Governing the Listing of Securities
on the GEM of the Stock Exchange or of any other stock
exchange as amended from time to time, be and is hereby
generally and unconditionally approved;

Shine Software (Holdings) Limited Annual Report 2005

ZEEFEEN R ER AR (AR EFTR =
EERNFNA - +TOEER - TF_R=1HBEE
B EOSSEA — T L22E 2 SRR TIRRIAF A
ERNGE AN

LiEEE

1. HERRMBE_TTRAFt_A=t—HBL
FEZEERYBRRLES S BRHBEAR

&£ o

2. BEREZER URBESSERTZE
e A

3. BRREIREM UREEESHEITHZMH

& o

45 RIEE -

4. EEYEIEEB(THRABEBER]) TIRERR
—IHERRER

(B35 -

@) HERRBRO)BEMEBIHRRT - —RIE
MEGHERARZEERNEHHRE (E
& 5T 30 NIRRPAABRED R & B
BRGMARATR ([BEF]) BIER
(MBI%AR]) B2 LR RIS R E A
HRZANEHER] ZRTE @ (TERRA
BN  REERFABIRREA QR
BEHARE LU KB ER S MG E
ERZE BB AELAZRZE
MEMESFRZH - BEARBBRAH
Z R



Notice of Annual General Meeting
BRREFAGES

(b)  the aggregate nominal amount of the shares of the Company
which the Directors of the Company is authorised to repurchase
pursuant to the approval in paragraph (a) of this Resolution shall
not exceed 10% of the aggregate nominal amount of the issued
share capital of the Company as at the date of passing this
Resolution, and the said approval shall be limited accordingly;
and

(c) for the purpose of this Resolution, “Relevant Period” means the
period from the passing of this Resolution until whichever is the
earliest of:

(i) the conclusion of the next annual general meeting of the
Company;

(i)  the expiration of the period within which the next annual
general meeting of the Company is required by the articles
of association of the Company or any applicable law to be
held; or

(i) the revocation or variation of the authority given under this
Resolution by an ordinary resolution of the shareholders
of the Company in general meeting.”

5. To consider and, if thought fit, to pass, with or without amendments,
the following resolution as an Ordinary Resolution:

“THAT:

(@  subject to paragraph (c) of this Resolution, the exercise by the
Directors of the Company during the Relevant Period (as
hereinafter defined) of all the powers of the Company to allot,
issue and deal with additional shares in the capital of the Company
or securities convertible into such shares or options, warrants,
or similar right to subscribe for any shares or convertible securities
of the Company and to make or grant offers, agreements and
options (including bonds, warrants and debentures convertible
into shares of the Company) which would or might require the
exercise of such power be and is hereby generally and
unconditionally approved;
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the approval in paragraph (a) of this Resolution shall authorise
the Directors of the Company during the Relevant Period to make
or grant offers, agreements and options (including bonds,
warrants and debentures convertible into shares of the Company)
which would or might require the exercise of such power after
the end of the Relevant Period;

the aggregate nominal amount of share capital allotted or agreed
conditionally or unconditionally to be allotted (whether pursuant
to an option or otherwise) and issued by the Directors of the
Company pursuant to the approval in paragraph (a) of this
Resolution, otherwise than (i) a Rights Issue (as hereinafter
defined); (i) an issue of shares under any share option scheme
or similar arrangement for the time being adopted for the grant
or issue to officers and/or employees of the Company and/or
any of its subsidiaries and/or any eligible persons thereunder of
shares or rights to acquire shares in the capital of the Company;
(ili) an issue of shares as scrip dividends pursuant to the articles
of association of the Company from time to time; or (iv) an issue
of shares upon the exercise of rights of subscription or conversion
under the terms of any warrants of the Company or any securities
which are convertible into shares of the Company, shall not
exceed 20% of the aggregate nominal amount of the issued share
capital of the Company as at the date of passing this Resolution,
and the said approval shall be limited accordingly; and

for the purpose of this Resolution,

“Relevant Period” means the period from the passing of this
Resolution until whichever is the earliest of:

(i) the conclusion of the next annual general meeting of the
Company;

(i)  the expiration of the period within which the next annual
general meeting of the Company is required by the articles
of association of the Company or any applicable law to be
held; or

(i) the revocation or variation of the authority given under this
Resolution by an ordinary resolution of the shareholders
of the Company in general meeting.

Shine Software (Holdings) Limited Annual Report 2005
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“Rights Issue” means an offer of shares of the Company open
for a period fixed by the Directors of the Company to the holders
of shares of the Company whose names appear on the register
of members of the Company on a fixed record date in proportion
to their then holdings of such shares as at that date (subject to
such exclusions or other arrangements as the Directors of the
Company may deem necessary or expedient in relation to
fractional entitlements or having regard to any restrictions or
obligations under the laws of, or the requirements of any
recognised regulatory body or any stock exchange in, any territory
outside Hong Kong applicable to the Company).”

To consider and, if thought fit, to pass, with or without amendments,
the following resolution as an Ordinary Resolution:

“THAT conditional upon the passing of Resolution Nos. 4 and 5 as set
out in the notice convening this meeting, the general mandate granted
to the Directors of the Company to allot, issue and deal with additional
shares in the capital of the Company pursuant to Resolution No. 5 as
set out in the notice convening this meeting be and is hereby extended
by the addition thereto of an amount representing the aggregate nominal
amount of the shares in the capital of the Company repurchased by
the Company under the authority granted pursuant to Resolution No.
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ZARDARBMOFAAN - BEENZALZ
RPN SFREREAARRNDZ
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BRBE  BARRREZREERAANSAE
EFHESHRERER TAIACE  BITREIE
ARRBAR Z BINED 2 —ARIXHE - IAM
ERARBARBAFRAREG ZBEMHFEITR
ARRH 2 BEMBLARRRAR RN 248
EEHE  EZRFEN BB TGHEE L
RERERBZ BARRE BTRAEHE

4 as set out in the notice convening this meeting, provided that such 10% © |
amount of shares shall not exceed 10% of the aggregate nominal
amount of the issued share capital of the Company as at the date of
passing the said Resolution.”
By Order of the Board REEE®
Shine Software (Holdings) Limited HEEMH (R BRAE
Cheung Kwok Yee, Francis NEIRE
Company Secretary RESE
Hong Kong, 23rd March 2006 e —EEXF=ZA=+=H
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Head Office and Principal Place of Business in Hong Kong:

Room 2802, 28th Floor BB

China Resources Building VAve

26 Harbour Road BB 2655
Wanchai ERAE
Hong Kong 281£2802F
Registered Office: A ERE -

Century Yard, Cricket Square Century Yard, Cricket Square
Hutchins Drive
P.O. Box 2681 GT

George Town

Hutchins Drive
P.O. Box 2681 GT
George Town
Grand Cayman
British West Indies

Grand Cayman
British West Indies

from attending and voting in person at the meeting and, in such event, the
instrument appointing a proxy shall be deemed to be revoked.

Shine Software (Holdings) Limited Annual Report 2005

Notes: Bt -

1. Any member of the Company entitled to attend and vote at the meeting is entitled 1. REELEEASITRNE LREZARRRER - IR &
to appoint one or more proxies to attend and vote in his stead. A proxy need not FE—RBFIN EFERREFZAGWRRARFRER
be a member of the Company. R RERKRBEREDRIREK ©
A proxy form of the meeting is enclosed. If the appointer is a corporation, the 2. BEMI A ER 2 RREERE - WEEARKE - B
proxy form must be made under its common seal or under the hand of an officer REZERBEMNEZEBERENESEZREE S
or attorney duly authorized on its behalf. ASEEABEREZ REALEZRREL
Where there are joint registered holders of any shares, any one of such persons 3. MBERRGN REBEELRIEARE @ MZFTHEE
may vote at the above meeting (or any adjournment thereof), either personally or RRBATEFEA-ATRISIEZRZEZRERTE
by proxy, in respect of such share as if he were solely entitled thereto; but if more BRGON DRSS A ERESRE - MNERE—
than one of such joint holders by present at the above meeting personally or by EREEREE  MBA—B%EHERBEARITHEIR
proxy, that one of the said persons so present whose name stands first on the RERKEFE LiRg - A Bl ATEFRRARER
register of members of the Company in respect of such share shall alone be REMBEERGO YR EMA LTS BRERE BRI
entitled to vote in respect thereof. Eo
In order to be valid, the proxy form, together with the power of attorney or other 4. RREERBEREBRE 2 BRES AT
authority (if any) under which it is signed or a notarially certified copy thereof, (IE) @ IR BAEEFR 2 BEELHMBREX
must be deposited at the Company’s branch registrar and transfer office in Hong HEIR - BOBREN A S EERE R8T RITRH48
Kong, Tengis Limited, at Level 28, Three Pacific Place, 1 Queen’s Road East, NERIXREARANR 2 BBRGBEERSBEERERE
Hong Kong not less than 48 hours before the time appointed for holding the RAT U ABEREFERRNERIRAGTESE
meeting or any adjournment thereof. =RE2BIE - HRAR o
Delivery of an instrument appointing a proxy shall not preclude a shareholder 5. RERKREEERERE  RRDIGESEEREERE

ERE - RZBEAT - BRRKRZERBHRECH

EE



Notice of Annual General Meeting

RERBFASES
6. In relation to Resolution No. 2, ten Directors will retire from office at the meeting

in accordance with Article 86(3) of the Company’s Articles of Association and,
being eligible, will offer themselves for re-election. Details of these ten Directors
were set out in the “Biographical Information of Directors and Senior Management”
of the Company’s Annual Report 2005.

Under the Articles of Association of the Company, a resolution put to the vote of
the meeting shall be decided on a show of hands unless (before or on the
declaration of the result of the show of hands or on the withdrawal of any other
demand for a poll) a poll is demanded:

() by the chairman of the meeting; or

(b) by at least three shareholders present in person or in the case of a
shareholder being a corporation by its duly authorised representative or
by proxy for the time being entitled to vote at the meeting; or

(c) by a shareholder or shareholders present in person or in the case of a
shareholder being a corporation by its duly authorised representative or
by proxy and representing not less than one-tenth of the total voting
rights of all shareholders having the right to vote at the meeting; or

(d) by a shareholder or shareholders present in person or in the case of a
shareholder being a corporation by its duly authorised representative or
by proxy and holding shares in the Company conferring a right to vote at
the meeting being shares on which an aggregate sum has been paid up
equal not less than one-tenth of the total sum paid up on all shares
conferring that right.

An explanatory statement as required by the Rules Governing the Listing of
Securities on the Growth Enterprise Market of The Stock Exchange of Hong
Kong Limited in connection with the proposed repurchase mandate under
Resolution No. 4 above will be sent to shareholders together with the Company’s
Annual Report 2005.

As at the date of this notice, the Board of the Company comprises of six executive
Directors, namely Ms. Gu Yun (Chairperson), Mr. Qiu Yixin (Vice-chairman), Mr
Chen Yunrong (Chief Executive Officer), Mr. Ye Jinxing, Ms. Li Xiaoyuan and Mr.
Jiang Yulai; one non-executive Director, namely Mr. Chen Qun, and three
independent nonexecutive Directors, namely Mr. Choy Tak Ho, Mr. Liu Bo and
Mr. Sin Ka Man.
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Financial Calendar
B 4 B

Commencement of dealing in the shares on GEM
inFAtaERIZEREE B 1

Announcement of first quarterly results
NE—FEEE

Announcement of interim results

PN E S

Announcement of third quarterly results
NE=FEHE

Announcement of final results

N RERE

Annual General Meeting for 2005
—EERFRRAFAS

Shine Software (Holdings) Limited Annual Report 2005
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12th August 2003
—ET=FN\A+=H

13th May 2005
—EERFRA+T=H

15th August 2005
—EERFENATHA

14th November 2005
—EERF+—A+MEHE

23rd March 2006
—EEXRF=FA_+=H

24th April 2006
—ETAFNAZTEA



Financial Highlight
B %

(Expressed in Renminbi thousand dollars) (YA RETFTE)

Year ended 31st December

BET-_A=1T—HILFE

2005 2004 2003 2002
—BFRF | ZTTNF ZTT=F ZTT-H
(Restated) (Restated)
(&%) (&%)
CONSOLIDATED RESULTS #R&#4&
Turnover & %48 31,246 17,985 16,287 39,904
Profit (loss) attributable to shareholders %R & (5@ H,E51E 938 1) 708 13,165
Dividends f% & - - 1,705 7,000
Dividends pay-out ratio j& 2.kt % N/A N/A 240.8% 53.2%
HK’000
FHIT
40,000 —
30,000 —
20,000 —
| I I
O | | | J
2005 2004 2003 2002
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Financial Highlight
MERE

(Expressed in Renminbi thousand dollars) (YA RETFTIE)

As at 31st December

R+=—A=+—8H

2005 2004 2003 2002

“EERF | ZTTMF —ZZTT=F ZZTT=F

(Restated)

(E31))

CONSOLIDATED ASSETS A EEREE
AND LIABILITIES

Total assets &= 60,032 55,583 55,904 41,150
Total liabilities (Note 3) 2 & & (ffz+ 3) (10,651) (7,908) (6,424) (32,308)
Minority interests > &A% R iz (155) (155) (488) (2,103)
Shareholders’ funds J&ER & & 49,226 47,520 48,992 6,739

HK’000
AT
50,000
40,000
30,000

20,000

10,000

2005 2004 2003 2002
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Financial Highlight
MERE

Notes:

The Company was incorporated in Cayman Islands in July 2002 as an exempted
company with limited liability and became the holding Company of the Group in
July 2008 as a result of the Reorganization as set out in the Company’s IPO
prospectus dated 4th August 2003 (the “IPO Prospectus”). Accordingly, the
earliest available consolidated balance sheet prepared by the Company is for
the year ended 31st December 20083.

Notwithstanding the aforesaid, the reorganization referred to note 1(a) to the
financial statements has been reflected in the financial summary by treating the
Company as having been the holding company of the Group for the earliest
period presented above.

The results of the Group for the two consecutive financial years ended 31st
December 2002 and the consolidated balance sheets as at 31st December
2001 and 2002 have been prepared on a combined basis as if the current group
structure had been in existence throughout the years concerned and have been
extracted from the Company’s IPO Prospectus and as restated to the extent of
taking into account the financial effects of adopting the new “Hong Kong
Statement of Standard Accounting Practice 12 (Revised): Income Taxes”. For
details of the said change in accounting policy, please refer to note 3 to the
financial statements.

Total liabilities as at 31st December 2002 included convertible notes with total
face value of HK$14,000,000 which was subsequently entirely converted and
capitalized as Shares of the Company pursuant to the Reorganisation as set out
in the Company’s IPO Prospectus.

it

IE N
EERE
E ER
EEEE
H BN

u. B
Iz

AARN T+ AEREREEMA L AER
RERAR  HRASENR _ZZE=FLAR/E
KEZIZBRAR - BRABHNAARAHR -2
=F\ANBZ BEER (BRERD - Bit - A2
ARG EERARRZFEREE ST =F
TZA=t—HLFE-

BE LE - BBHRRIE @A ERERE AR
ARAER Ll F HRREK AR EBIEAR A B MR
BHRR KR -

AEEHZE-TT-F+ = A=+—HBIHEEMER
BEBZEEREADIR-_FZ—FN_FF_F+
A=t HZEREEARRK - HRAHEELR
FRBEERERERFE—BFEMMRE U5 -
BERBFIRREARR 2 BRER - WIRERN
FI[RESRT BFEAFE125E (RIER]) © PRSHIR]Z
T EMARES - AR LS BEREE 2
16 B2 EHRMEES -

iR =R+ A=+ —HzABEETEE
#8TH{E 14,000,000 TT AR IR « 2R ER
BARRBRERMHZEMHE  2BENMERAER
AR ©

MEEM (BR) BRATE 2005 Fik

17




Chairman’s Statement
TEHE

HEEE
HEEEEN
= [ ]

1 1 1 1|

The securities market of the PRC continued to be stagnant and the business ~—ZZ R - AEEEMISTRIIARKSS « KERIE
environment was difficult in 2005. However, following permission of the Social 54 ° AMEEEZR BN - ST/ F /N ALt SR
Security Funds to invest in the securities market of the PRC in June 2006, the EBESREHNELETS @ RESIREUEEEHE
securities market experienced a gradual rebound in terms of trading volume ~ E S EF LR AKE T -

and market capitalization.

In 2005, the China Securities Regulatory Commission (‘CSRC”) also FEEAFEEEREZES N ?gﬁiﬁqﬁ?ﬁ?ﬁT“
promulgated certain ordinances, which are favorable to the development of ?%‘Jﬂ%@%ﬁ@")ﬂ KA - BIERAmEREE

the Group’s business, including the ordinance that expressly requires all AN BEREE —TEAFFRATHEFE 5&%1%53
securities dealers have to deposit guaranteed funds relating to customer £BYFE T2 ZZM(ERESH B LA R BEE
securities transactions under independent custody no later than the end of 2 ~ S iR&LMAIFZERABA) - AEB DN
2005 and the ‘Notice of Advocating Self Restructuring, Operations Compliance  BHEEBRARAEREL TP ELB I FE TS @
and Innovative Development for Securities Houses’ (BREBIEAFAFIEE HEERREREEEEZZGARE=FTFEFE @ %
I - AL TIRIFTE R AR AN). The Group has grasped the opportunity S5 § IR A AR R IR EREEE e EE
and continued to consolidate our existing products so as to launch a separate B3k o —&#HEH ISR ECBE -

custody platform for customer funds, a risk-monitoring control and audit

system for newly developed products and a third party custody platform.

These products aimed at strengthening the internal risk management of

securities dealers in compliance with the regulatory requirements of the CSRC.

Those products had gotten extensive attention when launching.

The CSRC promulgated ‘the China Securities Depository & Clearing —ZZHENA+/NHHRHEZE %@ﬁﬁﬁ@:‘ B 3%
Corporation Liability Limited: Practice notes for implementing registration and ~ B2 4 E AR & T A RN RYIE SR %Fﬁtﬂﬂg
settlement for listed options on the Shenzhen Stock Exchange’ (FEIZEASE  BERCAE EEE KA B P B % RAEE
RAEEARBEEARENRYIBAERI G EMEESRAEEZBERMAE) RETARBER LDEESFISMMET TEL;L ALAEE
and ‘the China Securities Depository & Clearing Corporation Liability Limited: ¥ E iaAREl) - ANE B @ H T E M - 55
Practice notes for implementing registration and settlement for listed options ~ 54rAEEF &  EFEGERMERFARAES
on the Shanghai Stock Exchange (TEIFE S EmE&EAREFT QTN E EBEX  WEAEZRFSH QA LEHER -
BREFRZH IR ERRARE EBEMAR) on 16th August 2006. The

Group also launched new products in a timely manner — the E-SIM system, a

warrant business module, and open investment funds operations module,

which has been on-line used by various securities dealers.

The amended ‘Securities Act’ was formally promulgated in 27th October 2005, —ZEZRF+ /B (EFINMEFIREAEM © &
and it was the first time requiring the implementation of the system of depositing ~ IXLUER G AIRE TENTREPRZEEE TS
settlement funds relating to customer transactions under a third party custody = HFEFIE BB HEFDBER T/ FE—
in form of legal provisions. The amended ‘Securities Act’ will be formally ~ A—HEEXEW - AEBIR T RAFEHELHE
implemented from 1st January 2006. The Group had launched corresponding ~ JEXEISHIEMR @ BIEZERBE_ZT/NFEISTMA
product at the end of 2005 and believed that the product will achieve a  HISHE 4 o

satisfying sales result in year 2006.
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Chairman’s Statement

WL
EERE EEEE N
1 1 1 8 0|
In additional to enhancing its existing products, the Group has been actively — AEERIREE R 2 IR EGRRZEEESE
developing ‘Data Centre System (.0 & #5) targeted at clients in -~ BI[EUET O EG AERARIRTRAREECEEE
securities industry and ‘Banking Corporations Capital Management System & 2|# 5 EMN RO RESEE RG] - AEAME
ERBEESEIEEA) which is suitable for capital allocations of banks and [RGB ESERRSG AEBN -_ZTRERAKE
major corporations. In order to cooperate with the development of ‘Banking  /&IITIAAZ T [FEIITECBRIEAER AT o
Corporations Capital Management System (SR>3 & & & 2 47)’, the Group
established ‘Shenzhen Yingitong Techynology Limited’ in Shenzhen in May
2005.
In respect of internal management, the Group continued to exercise rigorous ~ AIEFE IR 75 E » ANS= [E 4 45 FR AR BRI AN E HH5 1
cost control measures and streamlined and systematized our corporate ~ RIEFIRAEREE BEEIEUTE TS0
management procedures in areas such as product planning, quality assurance  EIREE - K FIHEE - ZSHEESSAREBNRR
and staff training. We believe that those measures will create a solid foundation ~ ZXfE 28 T2 ERIRE -
for the Group’s long-term development.
Looking forward, with the expected resurgence in the domestic securities ~ EE#%  BEZTEHRBEANB ST HEEER - LA
market, coupled with the Group’s excellent research and development  EBSMEE RS ARARNEIR - P
capability and effective management, we are optimistic about the Group’s ~ ANEE R AT S IFEIR N ZBRRERE -
business prospect.
Finally, on behalf of the Board, | would also like this opportunity to express 5% @ AAEREXEZ SR ARGSBRE - TP REK
our heartfelt gratitude to our shareholders, customers and business associates B — B AR S 4 -
for their continuous support to the Group.
Gu Yun BE
Chairman e
23rd March 2006 —EERNF=A=1+=H
FEE (ER) BIRAT 2005 F3R) 19




Management Discussion and-Analysis

BEERENWNE DN

FINANCIAL REVIEW

The Group recorded a consolidated turnover of approximately
RMB31,246,000 for the year, representing an increase of approximately 73.7%
compared with last year. The increase was mainly attributable to:

° relatively more projects which completed inspection in 2005.

° the number of clients for clearing products increased by 15, the number
of clients for bank-securities products increased by 60 whereas the
number of clients for independent depository increased by 14.

Profit attributable to shareholders for the year was approximately RMB938,000,
compared with the loss attributable to shareholders of approximately
RMB1,000 (as restated) for last year, mainly due to:

° gross profit margin for the year was approximately 65.6%, compared
with approximately 73.1% for last year. Lower selling price was resulted
from unfavourable securities market condition.

° costs and expenses of sales included the additional development costs
amortised following the introduction of products to the market as well
as the increased expenses and maintenance costs incurred from
promoting new products.

° the Group is still actively involved in research and development, as well
as improving its products, resulting in a higher development cost.

Shine Software (Holdings) Limited Annual Report 2005
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Management Discussion and Analysis
EEEHAR DN

TURNOVER

Turnover by business operations for the two consecutive years ended 31st
December 2005 was summarized as follows:

Software Sales #1554 &

Hardware Sales 81+ 555

Network Construction Services #8%4% T2 fR7
Technical Consultancy & Maintenances £:1iiT#?

RIS T

TOTAL #5t

The Group successfully launched its new product, namely Shine investor
capital independent depository platform 3 1F%& ¥ & . Such product was
launched to meet the standardization of customer’s assets management as
stipulated by China Securities Regulatory Commission on securities firms.

OTHER REVENUE

Other revenue mainly represented value added tax refunds in respect of
distribution of the Group’s self-developed software which was comparable to
that of previous year.

DISTRIBUTION EXPENSES

Distribution expenses mainly represented marketing expenses which was
maintained at a level comparable to that of the previous year.

GENERAL AND ADMINISTRATIVE EXPENSES

General and administrative expenses mainly represented professional and
office expenses, which was maintained at a level comparable to that of the
previous year.
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Management Discussion and Analysis s
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OTHER OPERATING EXPENSES

The other operating expenses was approximately RMB8,683,000 in the year,
while it was approximately RMB1,900,000 in the previous year, and the
increase was mainly due to:

° approximately RMB3,700,000 (2004: nil) was provided for the bad and
doubtful debts based on aging in accordance with the conservative
principal;

o research and development cost of product was approximately
RMB4,156,000 (2004: RMB1,695,000).

PRODUCT DEVELOPMENT

During the year, the Group invested approximately RMB7,027,000 in product
development, which was mainly used for the existing products and the
securities business platform.

During the year, the Group continued to recruit more relevant experts to
enhance its integrated capabilities on research, development and product
implementation.

In light of the ever-changing securities information technology industry, it is
crucial that the Group reviews its proposed development projects regularly.
During the year, due to market uncertainties, the Group postponed some
non-core projects which are less important or prospects of which involve
uncertainties so as to focus on the development of products with substantial
market potentials. In addition, the Group will determine whether to resume
development of the aforementioned non-core projects in the future.

Details of the changes of product development plans are set out in the section
headed “Comparison of Business Objectives with Actual Business Progress”.

LIQUIDITY AND FINANCIAL RESOURCES

Despite the difficult operating environment in its sectors, the Group’s healthy
financial profile was further strengthened upon the completion of its initial
public offering (in August 2003) whereas, as at 31st December 2005, the
Group had net assets of approximately RMB49,381,000, including total cash,
bank and deposits balances of approximately RMB32,018,000. The Group
has implemented disciplined financial and risk managements. The Group’s
gearing ratio, as calculated by taking the ratio of the Group’s total external
borrowings, divided by its shareholders fund, was zero. Further, the Group
had not charged on any of its assets as at 31st December 2005.

Shine Software (Holdings) Limited Annual Report 2005
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Management Discussion and Analysis
EEEHAR DN

ACQUISITIONS AND DISPOSALS OF CAPITAL
INVESTMENTS

Since the Listing of the Company’s shares on GEM on 12th August 2003 and
up to the date of this announcement, the Group has not entered into any
material transactions or significant investment which are classified as notifiable
transactions as defined under Chapter 19 of the GEM Listing Rules.

FOREIGN EXCHANGE EXPOSURE

Most of the Group’s operating transactions, assets and liabilities are primarily
denominated in either Renminbi or Hong Kong dollar, the Directors believes
that Renminbi will remain relatively stable against Hong Kong dollar in the
foreseeable future and considers the Group’s present exposure to exchange
risk is relatively minimal. Currently, no financial arrangements have been
implemented for hedging purpose. Nevertheless, the Directors will, from time
to time, closely monitor and reassess the exchange risk exposures of the
Group and will enter into non-speculative hedging arrangements as required.

SEGMENTAL INFORMATION

The segmental information of the Group was disclosed in note 13 to the
financial statement.

EMPLOYEES

As a software solution provider, people are the Group’s our most valuable
assets. Accordingly, the human resources framework is placed utmost
strategic importance among the Group’s critical policies.

The Group is a “people-oriented” and “equal opportunity” employer whereas its
staff selection and promotion process will only be determined with reference to
employees’ own merits and their competency in relation to their responsibility.

Employee remuneration includes basic salaries and benefits-in-kind such as
medical and insurance coverage, retirement benefits scheme, and other
discretionary incentives etc.

Employee remuneration is maintained at market competitive level and will be
regularly reviewed within the general framework of the Group’s human
resources system. Remuneration policy is basically determined with reference
to individual performance as well as financial results of the Group which will
be revised from time to time when performances of staff is warranted.
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Management Discussion and Analysis
EEEHAR DN

To recognize the contributions and encourage initiatives and commitment
from its staff, the Group has also operated a share option scheme. 20 millions
share options have been granted in 2004.

Apart from the said tangible rewards, the Group will, on an ongoing basis,
provides opportunity for professional development and trainings to its
employees to ensure its workforces always keep abreast with up-to-date
professional knowledge, competences and share the same corporate vision
of the Group.

As at 31st December 2005, the Group employed 162 employees in total.
Staff cost, including directors’ emoluments, was approximately
RMB15,980,000 for the year ended 31st December 2005.

CORPORATE GOVERNANCE

During the year, the Group introduced a Code on Corporate Governance
(“Code”), which sets out the corporate standards and practices used by the
Group to direct and manage its business affairs. It was prepared with reference
to the principles, Code Provisions and Recommended Best Practices
stipulated in the Code on Corporate Governance Practices issued by the
Hong Kong Stock Exchange (“HKSE Code”), which came into effect on 1st
January 2005. In addition to formalizing the Group’s existing corporate
governance principles and practices, the Code also serves the purpose of
assimilating practices with benchmarks prescribed by the HKSE Code to
ultimately ensure that the Group runs a highly transparent operation and is
accountable to its shareholders.

COMPARISON OF USE OF PROCEEDS

There has been no change in principal business objectives of the Group.
However, as mentioned in the IPO Prospectus, both the domestic securities
and information technology industries in China are dynamic and fast-changing,
with new policies, regulations, products and business emerging constantly.
In response to the changing market conditions, the Group has strategically
refined its implementation plan and has taken a more conservative tact in
implementing its business plans than originally planned and amended and
postponed certain sizeable development projects and strategic deployments
accordingly as it was considered to be in the best interests of the Group and
its shareholders as a whole.
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Management Discussion and Analysis
EEEHAR DN

For details in relation to the changes in execution plan, please refer to the
subsection headed “Comparison of Business Objectives with Actual Business
Progress” of this section.

Since the listing of the Group and subject to the modifications and refinements
in implementing its business plan above-mentioned, the net proceeds raised
from the placing on 12th August 2003 had been applied to achieve the
business objectives as set out in the IPO Prospectus of the Group and are
utilized up to 31st December 2005 as detailed below:

(expressed in HK$ thousand dollar)

Product Developments 7= B 2%
Enhancing existing product-line 127 375 E B4

New products development and (337 5 & HE A # H 4R kA
subsequent updates
Customer Relationship Management ZFBIZERE, 1R E & BIERERE
Investor Relationship Management
Centralized Securities Processing 855X 5 F & (Afit)
Platform (Note)
Integrated investment management 45 & 1% & & 1 & 3152 B R
and business support solutions 7 B HE :
Including:
(1) Collaborative Work Platform (1) %R ZIEF & RIFAEB BN
and Office Automation
(2) Securities Investment (2) FEA5REEIE R4
Management System
(3) Business and Management (3) & A Al ¥ L EEFE
Platform for Fund Institutions
(4) Business Support Platform for (4) &5 ¥ 234 (#f:t)
Securities Industry (Note)
Establish Regional Sales Offices and F 37 i & 46 i < Bz
Servicing Centres K &5 D)
Brand Building and Marketing &p k& #2372 1 35 1 &

BRI 8 22 BFE - F2HAHANEKR
SEBERERBER ZLLERIDE -

REER _ZZT=F \A+ - BETRESEMENK
TRFEE (BR A Lt s R A Eigst SIF LU REIERT
RAROERIN ERIEERAKE 2 BIRER AR
HEGRER2RE  RETRBE_TZTRF T4
=T HEDRAZERSEFBHINMOT

(A FE3E)
Planned use of Actual amount
proceeds as utilized up to
stated in the  31st December 2005
IPO Prospectus BZE_ZTHF
BRERME +T=A=+—8H

FrSsRRAR CHACERER

3,000 4,598
3,660 3,625
4,380 —
2,730 409
2,650 1,214
2,360 699
1,120 5,836
3,000 993
3,600 1,856
26,500 19,230
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Management Discussion and Analysis
EEEHAR DN

Unused net proceeds of approximately HK$7,270,000 have been placed with
licenced banks in Hong Kong and the PRC, and would be applied to achieve
objectives as stated in the IPO Prospectus on a long-term basis.

To the extent that the net proceeds are not immediately used, the Group may
deposit the same into financial institutions or engage in highly-liquid, short-
term investments to optimise returns for its shareholders on a risk-controlled
basis in the future.

Note: As stated in “Chairman’s Statement”, with the CSRS had tightened its control
over securities dealers, the Group consolidated its existing products and launched
a separate custody platform for customer funds, a risk-monitoring control and
audit system for newly developed products and a third party custody platform.
These products aimed at strengthening the internal risk management of securities
dealers in compliance with the regulatory requirements of the CSRC. Those
products had gotten extensive attention when launching. Therefore, the proposed
proceeds for Centralized Securities Processing Platform is now used for
consolidation and development of securities business supporting platform.

26 Shine Software (Holdings) Limited Annual Report 2005
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COMPARISON OF BUSINESS OBJECTIVES WITH ACTUAL

BUSINESS PROGRESS

Product development
and marketing

EmRABETSIEER

Existing clearing products
RBEEEEmD

Customer Relationship/Investor
Relationship Management (“CRM/
IRM”)

EFHBAERER REEHRER
(TCRM/IRMI)

Centralized Securities Processing
Platform
SHEFREFA

Objectives as stated
in the IPO prospectus
BRERMHEBLEZ

Continuous review and perform market
analysis. For selected products, perform
research, testing and development for new
system features.

FHERR KIS DT BB D E mET
ot - RIS KRR RS °

Continuous research and development
(“R&D”) for customers.
BB RR P EITIE -

Promotion of the E-SIM system.
HENEEFGEBEETARM -

Continues R&D improvement and
upgrading.
BB  RRAR -

Promote the securities CRM/IRM system to
customers; product improvement.

AEFEHEZESCRM/IRMES: : ERE o

Continuous research, testing and
development for system features (R&D for
the Centralized Securities Processing.
Platform for large-sized securities dealers).
FEMRE  ARARFAERGIE (RALES
PR EERERRIET A REERS) ©

Promote the Centralized Securities
Processing Platform and its modules upon
the completion of development.

R REESER BFRIEFa RAE
4 o

B ERHEERRBER 2R

Actual business progress

BRERER

Continuous review and perform market
analysis of clearing products.
FHEmA FoE TS AT -

Continuous promotion of clearing
products including Bank-securities Cross
Sector Fund Management Module where
60 securities dealers are using.
FERBRAEERORREESERER
R HEWEORFBHEER ©

As mentioned in the Management
Discussion and Analysis section of the
Company’s annual report for the financial
year ended 31st December 2005, it has
already been integrated to Independent
Depository Platform.
WM—ZETRF+-A=1+—HILZFHK
ERENREATHEE - WRSREES
FBUFETA °

[t has been integrated to Independent
Depository Platform. Please refer to the
Comparison of Use of Proceeds section
of the Company’s annual report for the
financial year ended 31st December
2005.

M= TRF+=A=T—HIEZFHRM
SHERBRERPAHE - WREGEES
BIEFETA -
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Product development
and marketing

EmBBRRTSER

Collaborative Work Platform and Office
Automation

BRTIEFERRAZEE B

Business and Management Platform
for Fund Institutions
EeRAEBRERTA

Securities Investment Management
System
BAREEREMS

Business Support Platform for
Securities Industry

EHERBIRFE

28 Shine Software (Holdings) Limited

Objectives as stated
in the IPO prospectus
BRERFHEEEES

Continuous research, testing and
development for new system features.
FEME - RIS R FAERGIIETRE

Promote the Collaborative Work Platform
and Office Automation.

HEBRTIEFERRIESBIL -

Continuous research, testing and
development for new system features.

FETE  AENFRAEH RRIEE -

Promote the Business and Management
Platform for Fund Institutions.
HEESAREBREETES -

Continuous research, testing and
development for system features.

BT - AERRAERRTEE -

Promote the Securities Investment
Management System and its modules upon
the completion of development.

MIEK B HEER IR E B IR R R R
3 o

Continues research, testing and
development for new system testing.
HITRAIRTS - #BEHR RS RAE

Promote the Business Support Platform for
Securities Industry.

HEEFEEBERFE -

Annual Report 2005

Actual business progress

BERRBER

Continuous research, testing and
development for internal uses.

FEWE  AERRAZEANER -

Continuous research, testing and
development for new system features.

R RSB RS -

Continuous promotion of the Platform.

FEERITE -

As mentioned in the Management
Discussion and Analysis section of the
Company’s annual report for the financial
year ended 31st December 2005, it has
already been integrated to Independent
Depository Platform.
MZTBZTRF+A=+T—HIEZF#H
ERENRRAONPIRE - WRGEEA
BIUFETS °

Part of the modules have been integrated
into Independent Depository Platform.
Part of the modules have been launched
to the market.
HOMBLEESIBILFE TR ° A
BEEHEHTS o
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Objectives as stated in the IPO Prospectus

BRERFEEBER

Strategic Cooperaion

KM EE

Identify and evaluate potential strategic cooperation
opportunities
e REHEEERIEE S (ke

Invest in selected strategic cooperation opportunities as well as
participate and consolidate the management of related projects
RELCETE 2 RIS EmE R 2 MRS FHER 251

Establish regional sales offices and service centres

B EHEEMREERE S D

Identity and evaluate the setting up of regional sales offices and
service centres in different provinces and cities

W BT TR T R ST S S A T AR R

Establish selected regional sales offices and/or service centres

PR TE 2 MBS b1 S B I R BE IR TS R

NN
] EEEN
= [ ]
1 1 J |

Actual business progress in respect of the Interim period

BRERER

The Group continued to explore the possibilities of strategic
investment which brings synergetic effects to the Group.
However, as at the date of this report, the Group has no target
investment.
REFEBYCRER/TNEERRG R R RE IR ERS - R
i - BEAREBE  AEEVEEABEFERESR -

As an on-going business development practice, the Group has
conducted in-depth contacts and thorough discussions with a
number of business partners and reputable global solution
providers, including Microsoft® Group, for possible strategic
business alliance or other cooperation opportunities.
MIEFBERER - ANEETNE S 2 X BB AR 2R E R
KGR (BEMRER) AR REE ARSI E TS El S
EITRAEBN RN R

Continued to explore the possibilities of establishing regional
sales offices and service centres.

R BRI R HEN FE MR O Z AT -
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CORPORATE GOVERNANCE PRACTICES TEERER

(a) Application of Corporate Governance Principles (a) MBELEERERR
The Group is committed to promoting good corporate governance, SEBNRESEEERKTE  REER()ER
with the objectives of (i) the maintenance of responsible decision making, BEEARE - ()RS HRRAERE AR
(i) the improvement in transparency and disclosure of information to REBHER - (BB RERRESNEE
shareholders, (iii) the continuance of respect for the rights of shareholders RRRAE A=A - R(iv)SEEE
and the recognition of the legitimate interests of shareholders, and (iv) B RASERE - EHERET SEEK
the improvement in management of risk and the enhancement of BEBHAER AR ATAIFRES L
performance by the Group. The Group has applied the principles set Al (T8It L AR A fisk+ RS EE s
out in the Code on Corporate Governance Practices (‘HKSE Code”) BHRSFRD (B Fr=FRIL) AR A R RIS S5 B 1
contained in Appendix 15 of the Rules Governing the Listing of Securities =il
on the Growth Enterprise Market of The Stock Exchange of Hong Kong
Limited (“GEM Listing Rules”) with these objectives in mind.

(b) Promulgation of Company’s Corporate Governance Code (b) MEHAQATNELEESATA
To this end, the Group has promulgated a set of Code on Corporate SEAELEM —ELEERTA([AASE
Governance (“Company Code”) which sets out the corporate standards A1) - HIEBEEIEE R EEE G EEERFT
and practices used by the Group to direct and manage its business AP EERRER - AFSFRIERRKE
affairs. It is prepared by referencing to the principles, code provisions PER-_TTRF— A —BREBNB R T
and recommended best practices set out in the HKSE Code, which BIMATE R RA] « SPRIGR REEZRETEHR -
came into effect on 1st January 2005. In addition to formalizing existing RETERARFEERRARERIN - AF]SFA
corporate governance principles and practices, the Company Code TSR & 38 B 22 =T Al FTAR € RO B ZE TR UL
also serves the purpose of assimilating existing practices with e ZRERSEHERANEEREEE °
benchmarks prescribed by the HKSE Code and ultimately ensuring
high transparency and accountability to the Group’s shareholders.

() Compliance of Company and HKSE’s Code’s Provisions (c) ATREERFT=FRIRIINELT

The Group has complied with all provisions in the Company Code and
the HKSE Code with one deviation mentioned below.

On 12th August 2005, the Company set up the following board
committees and adopted its own code on corporate governance:—

(@  Remuneration Committee;

(b)  Nomination Committee.

The Company’s code on corporate governance contains the provisions
of the HKSE Code and other provisions.

Shine Software (Holdings) Limited Annual Report 2005
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SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted a code of conduct regarding directors’ securities
transactions on terms as set out in Rules 5.48 to 5.67 of the GEM Listing
Rules. Having made specific enquiry of the directors of the Company, all
directors have complied with the required standard of dealings and code of
conduct regarding securities transactions by directors as set out in the code
of conduct for the year 2005.

BOARD COMPOSITION

The Board of Directors (“Board”) of the Company is entrusted with the overall
responsibility for promoting the success of the Company by the direction and
supervision of the Company’s business and affairs and the ultimate
responsibility for the day to day management of the Company which is
delegated to the Vice Chairman and Chief Executive Officer and the
management.

The Board comprises a total of ten Directors, with six Executive Directors,
namely, Ms. Gu Yun, Mr. Qiu Yixin (Vice Chairman), Mr. Chen Yunrong (Chief
Executive Officer), Mr. Ye Jinxing, Ms Li Xiaoyuan and Mr. Jiang Yulai; one
Non-executive Director, namely Mr. Chen Qun; and three Independent Non-
executive Directors, namely, Mr. Choy Tak Ho, Mr. Liu Bo and Mr. Sin Ka
Man. Mr. Sin Ka Man has appropriate professional qualifications, accounting
and financial management expertise.

Each of the Independent Non-executive Directors has made an annual
confirmation of independence pursuant to Rule 5.09 of the Listing Rules. The
Company is of the view that all Independent Nonexecutive Directors meet
the independence guidelines set out in Rule 5.09 of the GEM Listing Rules
and are independent in accordance with the terms of the guidelines.

BOARD OPERATION

The Board meets regularly over the Company’s affairs and operations. In
2005, the Board held eleven meetings. The attendance record of each member
of the Board is set out below:

Executive Directors Attendance
Ms Gu Yun (Chairman) 11/11
Mr. Qiu Yixin (Vice chairman) 4/11
Mr. Chen Yunrong (Chief Executive Officer) 6/11
Mr. Ye Jinxing 5/11
Ms. Li Xiaoyuan 3/11
Mr. Jiang Yulai 11/11

EEETESRS

A EHRBIFEAR AR RISE5. 48182 5.6 7 16FTEk 55K
RINBAEBEITESR S 2R » ERAAF
ETRBAREN  IEESNEE-ZTTAFER
HEBTFHIETTURI N AESETELRR S Z
RE B EEA R IRSFFA

BEEEAX
ARIEFE ((EFE)) RERAREBNRBEREINEF
HEERERARNEBREBHNIIE - MAREE
EENGRETRMEFTSRIETRITE RITHRAER
HEREETT

EFRHHREFER  Hh A BEITES  0F
BE(ER) - B—0%E@IER)  BEREE T
BAER) - BEEALE - T EALRTEREE i
—ZIEHTER : MBS = RBEIIRTE
F - OEEETAL - 2REERARBEL < AR
BAERASLARRABEH LY BEEEEA
o

BBIFITEREIRAIZER LR RIFES.09& L
FRBIIEER - ARRR - EEELIFNTESRY
EfFE BIZR AR AI5E5. 006 E A B 1455 -
WRBZHE S| W IERBBILA L -

EXEEF

EFEETHEHE  FRARNFEHEREE - EFE
R-TFTRAFBRRT+REH - SEFENEML
JRACERIAT -

HITESE HER
BELt (ZE) 11/11
E— 0S4 (BIE/E) 4/11
BRE=IA ST (TTIEAREL) 6/11
S ELE 5/11
=\ v 3/11
LA REE 11/11

FEBM ER) BRRAT 2005 F3R
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EXER®RSE

Non-executive Director:

Mr. Chen Qun 3/11
Independent Non-executive Directors:

Mr. Choy Tak Ho 4/11
Mr. Liu Bo 1/11
Mr. Sin Ka Man 5/11

REMUNERATION OF DIRECTORS

As mentioned above, a remuneration committee was formed on 12th August
2005 for, inter alia, the following purposes:—

(@  to make recommendations to the Board on policies and structure for
remuneration of directors and senior management and on the
establishment of a formal and transparent procedure for developing
policy on such remuneration;

to determine the remuneration packages for executive directors and
senior management and to make recommendations to the board on
the remuneration of non-executive directors.

The Remuneration Committee is made up of all of the Company’s Independent
Non-executive Directors, namely, Mr. Choy Tak Ho, Mr. Liu Bo and Mr. Sin Ka
Man (Chairman).

The Remuneration Committee comprises four members, a majority of whom
are Independent Non-executive Directors, and is chaired by Mr. Sin Ka Man.
The Remuneration Committee is aimed to review and determine the
remuneration policy and packages of the executive directors and executives.

The Chief Executive Officer of the Company is responsible for reviewing all
relevant remuneration data and market conditions as well as the performance
of individuals and the profitability of the Group, and proposing to the
Remuneration Committee for consideration and approval, remuneration
packages for the executive directors and executives. Executive directors do
not participate in the determination of their own remuneration. Remuneration
of non-executive directors is approved by the Board.

Shine Software (Holdings) Limited Annual Report 2005
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In accordance to the resolution passed in 12th August 2005, certain executive  RIE-ZTHFENA+-H ZRH B THITEER
directors agreed that their salaries to be adjusted from 1st July 2005 together ~ ER —ZZFHF+ A — BT AF MM IAREEE
with the bonus paid based on the result of the year. The relevant details are & MM 2 EBE - ERFIBEREELSAEEA
disclosed in the section ‘Biographical Information of Director and Senior ~ & #H| R FE o NEFAR(S I A E AERSIR £ H A
Management’. The Group believes that the principles of enhancing the ‘&zl 8 TRIREFARE] °
effectiveness of the Group's operation and encouraging good performances
and contributions of the staff will be achieved through this way.
NOMINATION OF DIRECTORS REES
As mentioned above, a Nomination Committee was formed on 12th August a0 bl - IRZZE@E R —_ZERFNA+—HK
2005 for, inter alia, the following purposes:— o EREMEE
(@) to review the structure, size and composition (including the skills, (a) FIEEESHZRE  BERAER (BIEREE - M

knowledge and experience) of the Board; )
(o)  toidentify individuals suitably qualified to become Board membersand ~ (b) A EEAEERKAEESRENALT 1T

make recommendations to the Board on the selection of individuals MEFERIZAZTENES

nominated for directorship; and
()  to make recommendations to the Board on relevant matters relatingto  (€) MEZRISHEFETEEREE 2 ETTEE

the appointment or reappointment of directors and succession planning BANEEMESERLES

for directors.
The Nomination Committee comprises four members, a majority of whom 2 & % 8 & U {ERK BHEK KD AB IFHTE
are Independent Non-executive Directors, and is chaired by Mr. Sin KaMan % EEAERESLE - IREEZESGNR _TTRHF/N
The Nomination Committee held its first meeting on 17th August 2005 to A+t HETE RS Bl AR RESEEE -
review the structure, size and composition of the Company’s Board of BENER - IREEESmE AN EETSNIRGHA
Directors. The Nomination Committee was satisfied with the existing & & EHREHRNBEEE) -
composition of the Company’s Board of Directors and recommended no
change in the near term.
AUDITORS’ REMUNERATION ZHE £
The remuneration in respect of audit and non-audit services provided by the R -ZZRFE - AR X BAIRE S HRIE%
auditors, CCIF CPA Limited, to the Company in the year 2005 amounted to ~ FrARR A & RAR AR =T RSB £ A350,000
HK$350,000. BT

FEE (ER) BIRAT 2005 F3R) 33
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DRERRE S
IEEEEE

AUDIT COMMITTEE BEREER

The Company’s Audit Committee was formed on 28th July 2003 and is AAGKHBEZZEEN T =F+H-+/\BK

currently composed of all three Independent Non-executive Directors of the
Company, namely, Mr. Sin Ka Man (Chairman), Mr. Choy Tak Ho and Mr. Liu
Bo. The primary duties of the Audit Committee are (a) to review the Group’s
annual reports, financial statements, interim reports and quarterly reports, (b)
to provide advice and comments thereon to the Board and (c) to review and
supervise the financial reporting process and internal control procedures of

¥ BEKERREARFREN=RBILIFNTES L
RE(ER) BRI ERBIREL - BEREREE

ITERAERQESREENFR  MBHREK - PHIWRS
REFEERE  OREFSRIGZELERER + R0
EEMEEANKENUHEILERE R ABE IR o

the Group.
In 2005, the Audit Committee held four meetings. The attendance record of ~ BZZEER _ZTTRAF LRI - SZEE
each member of the Committee is set out below: EREREELSIT

Attendance HER
Sin Ka Man (Chairman) 4/4 AR (FE) 4/4
Choy Tak Ho 4/4  BEAEAE 4/4
Liu Bo 1/4 B e 1/4

The Audit Committee has carefully reviewed the Company’s quarterly, half-
yearly and annual results and its system of internal control and has made
suggestions to improve them. The Committee also carried out and discharged
its duties set out in HKSE Code. In the course of doing so, the Committee
has met the company’s management, qualified accountant and external
auditors several times during 2005.

A statement of director responsibilities for preparing the financial statements
is set out in this Annual Report. The Auditors’ Report states auditors’ reporting
responsibilities.

The Directors have reviewed and are satisfied with the effectiveness of the

Group’s internal control system, including, in particular, financial, operational
and compliance controls and risk management functions.
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EXECUTIVE DIRECTORS HITES
Ms. Gu Yun, aged 54, has been a director of the Company since July 2002. EEE X+ @ 5455 B -_TZ —F+ A AAAQ
She is one of the Group’s founders and the Chairperson of the Company. Ms. = [ ARNEEAIMFA Z —FRARREE ° EEZZj:E’Q\
Gu graduated from the Xiamen University in 1985 majoring in finance inthe ~ — W N\RFEEFIRBEE - EMBNRFETETES
Department of Finance and Banking. She joined the Group in December 1997 g%l - B— A tF+ - AMAREB UK —HES
and assumes responsibility for strategic planning and business development — ZN&EE 7 KBS AR 2| ESEFEELR o INANEER] » L
of the Group. Before joining the Group, Ms. Gu worked in the Fujian Branch 2R — -t FE— AN - FHREEEPBEA KRR
of the People’s Bank of China from 1976 to 1992 and had been a vice general T2 01T @ W EEREILA R S O RIELSIE o B
manager in Fujian Securities Trading Centre. Ms. Gu has good and extensive ~ XA RITEZH#EHE - B \EFRBREER
business connections and has a broad range of experiences in the domestic ~ NiE& MIRITEB R LY =5 - Bzt AR AR E
securities and banking industries dating back to 1980s. She is also one of FE(FZ— - AR T MAESRE [RIFES LG
the compliance officers of the Company. Ms. Gu is also a director of Genesis ~ E1&HIFEXVENZE2 N30 S0k A 7B TIHFE 2 s Sk R
Century Limited which is a substantial shareholder of the Company as Z EEBRERA L] S BEBEAR A EEBRE
disclosed in the section headed “SUBSTANTIAL SHAREHOLDERS AND  Genesis Century LimitedZ & o ZAA RIEREE 2L +%
PERSONS WHO HAD AN INTEREST AND A SHORT POSITION WHICHWAS  5TlRE#am — S22 =F/\A+—_HE A =F ' &
DISCLOSEABLE UNDER DIVISIONS 2 AND 3 OF PART XV OF THE SFO” in IS FRZ T 2 5€ AEF192,000%8 7T © BIEH
the Directors’ Report. There is a service agreement between the Company ZEE €2tz BERTRER_ZTTZHAF LA —H
for a fixed term of 3 years commencing from 12th August 2003, and pursuant 23K BEF = 11,8008t R AR FEEE MR 2
to which the emoluments payable to Ms. Gu is HK$192,000 per annum.  2E)& - {RIEE S ENIEE71Z B 5 RS G ([
Pursuant to the resolution of the Remuneration Committee, Ms. Gu agreed &N EFEEH]) EXVER » A ERARHKE B HHEAD
that her monthly salary to be adjusted to HK$11,800 from 1st July 2005, FIESFFHEZ EEHNEEeRE [ EENES1T
together with a bonus being paid based on the result of the year. Ms. Gu’s R A BRD RN RES RS AR J =
interests in the securities of the Company as at the date of this report pursuant £ B[R AR 1E B 5 M H S G0 EXVERKAR EAR A &)
to Part XV of the Securities and Futures Ordinance (Chapter 571 of the Laws ~ ZERSERF =M %4 2 BES] - Eﬁﬁiiﬁiﬁﬁ$“ﬂ§
of Hong Kong) (the “SFO”) is set out in the section headed “DIRECTORS’ = + =Bk sk SR BB ET(IRR - B
AND CHIEF EXECUTIVE'S INTERESTS OR SHORT POSITIONS IN SHARES, AR RIESI) - BEZ - EETEAEM LA
UNDERLYING SHARES AND DEBENTURES” in the Directors’ Report. Ms. A2 EEH -
Gu is not related to any director, substantial shareholder or initial management
shareholder of the Company save as that she is the spouse of Mr. Xu Zhangxun
who is deemed to be a substantial shareholder of the Company under Part
XV of the SFO. Apart from her directorship with the Company, Ms. Gu does
not hold any directorship in any publicly listed companies.
Mr. Qiu Yixin, aged 46, has been a director of the Company since July ~ BB—/U%&4E @ 4655 B —ZTZ —F+ A ARNARIE
2002. He is one of the Group’s founders and the vice-chairman of the = o AREEAEINHA 2 —FAAREIER @ TEKN
Company. He is also the chairman of Shanghai Shine Science and Xinwangluo,  £EE &~ 2543 HEF BN ENBR o EE
the operational arms of the Group in Shanghai. Mr. Qiu is responsible for & o FfSEA B ERNEE HEEK s A ERIINERET
corporate planning and management of the Group’s operation in Shanghai. & » BB #I204F < ST EA LA R EEER - Yih
He has over 20 years of experience in technology application and corporate 357 8| & (5 B T E B R IRT T3 2 FER L HEAE -
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technology application in securities and banking sectors. He worked for the
Science and Technology Department of Fujian Branch of the People’s Bank
of China from 1989 to 1993 and for Fujian Securities Trading Centre as the
manager of its computer department from 1994 to 1999. Mr. Qiu graduated
in 1983 from the Fujian Broadcasting Television University, majoring in
electronics. There is a service agreement between the Company and Mr. Qiu
for a fixed term of 3 years commencing from 12th August 2003, and pursuant
to which the emoluments payable to Mr. Qiu is HK$192,000 per annum.
Pursuant to the resolution of the Remuneration Committee, Mr. Qiu agreed
that his monthly salary to be adjusted to HK$11,800 from 1st July 2005,
together with a bonus being paid based on the result of the year. Mr. Qiu’s
interests in the securities of the Company as at the date of this report pursuant
to Part XV of the SFO is set out in the section headed “DIRECTORS’ AND
CHIEF EXECUTIVE'S INTERESTS OR SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES” in the Directors’ Report. Mr.
Qiu is not related to any director, substantial shareholder or initial management
shareholder of the Company save as that he is the spouse of Ms. Lin Wen
who is deemed to be a substantial shareholder of the Company under Part
XV of the SFO. Apart from his directorship with the Company, Mr. Qiu does
not hold any directorship in any publicly listed companies.

Mr. Chen Yunrong, aged 42, has been a director of the Company since July
2002. He is the chief executive officer of the Company. Since joining the
Group in February 2002, Mr. Chen has been responsible for the daily operation
and management of the Group. Before joining the Company, Mr. Chen worked
in the Fujian Branch of the PBOC from 1984 to 1988 and later became the
deputy president of Minfa Securities Company Limited responsible for
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computerization and information technology research and application. He £l FCEfER - FRIEA R R EE R N B A5 E B HI19
has over 19 years of experience and hand-on knowledge of China’s financial ~— G 48 & BER &1 - EEE f@&%w&ﬂq%ﬁﬁ FHE

and securities industries, especially in the fields of corporate management R LEHLEE - FRIEEE—NN\EFREFIREES
and applications of information technology. Mr. Chen obtained a bachelor's — #&EEELEN » HER - F £ (RFY)
degree in economics from Xiamen University in 1984, and was awarded a ~ BR AR AZ2EUE T EEBE L S0 - AR REREL A

master’s degree in business administration from the Asia International Open
University (Macau) in 2000. There is a service agreement between the
Company for a fixed term of 3 years commencing from 12th August 2003,
and pursuant to which the emoluments payable to Mr. Chen is HK$192,000
per annum. Pursuant to the resolution of the Remuneration Committee, Mr.
Chen agreed that his monthly salary to be adjusted to HK$17,400 from 1st
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July 2005, together with a bonus being paid based on the result of the year.
Mr. Chen’s interests in the securities of the Company as at the date of this
report pursuant to Part XV of the SFO is set out in the section headed
“DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS OR SHORT
POSITIONS IN SHARES, UNDERLYING SHARES AND DEBENTURES” in
the Directors’ Report. Mr. Chen is not related to any director, substantial
shareholder or initial management shareholder of the Company save as that
he is the spouse of Ms. Guo Lidan who is deemed to be a substantial
shareholder of the Company under Part XV of the SFO. Apart from his
directorship with the Company, Mr. Chen does not hold any directorship in
any publicly listed companies.

Mr. Ye Jinxing, aged 38, has been a director of the Company since July
2002. He is a senior economist. He joined the Group in October 2000 and
has been in charge of the Group’s overall financial management, strategic
capital planning and treasury functions of the Group. Mr. Ye previously held
various managerial positions at the Quanzhou City Branch of Industrial and
Commercial Bank of China in Fujian Province from 1990 to 1994 and Minfa
Securities Company Limited from 1994 to 1999. Mr. Ye has over 13 years of
experience and in-depth knowledge in domestic banking, capital and money
markets. Mr. Ye was awarded a bachelor’s degree in economics from the
Jiangxi College of Finance and Economics in 1990. There is a service
agreement between the Company for a fixed term of 3 years commencing
from 12th August 2003, and pursuant to which the emoluments payable to
Mr. Ye is HK$180,000 per annum. Pursuant to the resolution of the
Remuneration Committee, Mr. Ye agreed that his monthly salary to be adjusted
to HK$6,800 from 1st July 2005, together with a bonus being paid based on
the result of the year. Mr. Ye's interests in the securities of the Company as at
the date of this report pursuant to Part XV of the SFO is set out in the section
headed “DIRECTORS’ AND CHIEF EXECUTIVE'’S INTERESTS OR SHORT
POSITIONS IN SHARES, UNDERLYING SHARES AND DEBENTURES” in
the Directors’ Report. Mr. Ye is not related to any director, substantial
shareholder and initial management shareholder of the Company save as
that he is the spouse of Ms. Wang Chunling and the son of Ms. Lian Xiu, both
of whom are deemed to be substantial shareholders of the Company under
Part XV of the SFO. Apart from his directorship with the Company, Mr. Ye
does not hold any directorship in any publicly listed companies.
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Ms. Li Xiaoyuan, aged 43, has been a director of the Company since July
2002. She is one of the Group’s founders and a senior engineer. Before joining
the Group, Ms. Li served as deputy general manager for the computer
department of Fujian Securities Trading Centre from 1993 to 1999. Since
joining the Group in December 1997, Ms. Li has assumed responsibility for
the Group’s strategic technological development and project management
and led the Group in successfully developing many marketable and innovative
solutions. Ms. Li obtained a bachelor’s degree from Nanjing Communications
Engineering Institute in 1984. Ms. Li is also a director of Genesis Century
Limited which is a substantial shareholder of the Company as disclosed in
the section headed “SUBSTANTIAL SHAREHOLDERS AND PERSONS WHO
HAD AN INTEREST AND A SHORT POSITION WHICH WAS DISCLOSEABLE
UNDER DIVISIONS 2 AND 3 OF PART XV OF THE SFO” in the Directors’
Report. There is a service agreement between the Company and Ms. Li for a
fixed term of 3 years commencing from 12th August 2003, and pursuant to
which the emoluments payable to Ms. Li is HK$20,000 per annum. Ms. Li is
not related to any director, substantial shareholder or initial management
shareholder of the Company save as that she is the spouse of Zhang Xiaohui
who is deemed to be a substantial shareholder of the Company under Part
XV of the SFO. Ms. Li’s interests in the securities of the Company as at the
date of this report pursuant to Part XV of the SFO is set out in the section
headed “DIRECTORS’ AND CHIEF EXECUTIVE'’S INTERESTS OR SHORT
POSITIONS IN SHARES, UNDERLYING SHARES AND DEBENTURES” in
the Directors’ Report. Apart from her directorship with the Company, Ms. Li
does not hold any directorship in any publicly listed companies.

Mr. Jiang Yulai, aged 36, has been a director of the Company since July
2002. He is the chief information officer of the Group. Mr. Jiang formerly
worked for the computer department of Fujian Securities Trading Centre from
1994 to 1998. He joined the Group in December 1997 and is responsible for
the research and development of the Group’s pilot products. Mr. Jiang has
extensive experiences in procedural and information flows of domestic
securities business as well as in industrial information technology solution
exploitation. He obtained his bachelor’s degree from computer engineering
and science department of the Tianjin University in 1991. There is a service
agreement between the Company and Mr. Jiang for a fixed term of 3 years
commencing from 12th August 2003, pursuant to which the emoluments
payable to Mr. Jiang is HK$192,000 per annum. Pursuant to the resolution of
the Remuneration Committee, Mr. Jiang agreed that his monthly salary to be
adjusted to HK$7,000 from 1st July 2005, together with a bonus being paid
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based on the result of the year. Mr. Jiang is not related to any director,
substantial shareholder or initial management shareholder of the Company.
Mr. Jiang’s interests in the securities of the Company as at the date of this
report pursuant to Part XV of the SFO is set out in the section headed
“DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS OR SHORT
POSITIONS IN SHARES, UNDERLYING SHARES AND DEBENTURES” in
the Directors’ Report. Apart from his directorship with the Company, Mr. Jiang
does not hold any directorship in any publicly listed companies.

NON-EXECUTIVE DIRECTOR

Mr. Chen Qun, aged 50, has been a director of the Company since August
2002. He formerly worked for the Fujian Branch of the People’s Bank of China
(1985-1990) and is the general manager of the Computer Centre of Minfa
Securities Company Limited. Mr. Chen has over 15 years’ experience in the
corporate management, product implementation and related technical services
for domestic securities industry. Mr. Chen obtained a master degree in business
administration from the Asia International Open University (Macau) in 2000.
There is no service agreement between the Company and Mr. Chen. The
emoluments payable to Mr. Chen is HK$20,000 per annum. Mr. Chen was
not appointed for a fixed term. Mr. Chen is not related to any director,
substantial shareholder or initial management shareholder of the Company.
As at the date of this report, Mr. Chen is not interested or deemed to be
interested in any shares or underlying shares of the Company pursuant to
Part XV of the SFO. Apart from his directorship with the Company, Mr. Chen
does not hold any directorship in any publicly listed companies.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Choy Tak Ho, aged 77, has been a director of the Company since
September 2002. He has over 40 years of experience in international trading
business in Hong Kong. He is the director of Union International (HK) Company
Limited and also acts as independent non-executive director of five main
board-listed companies, namely Sino Golf Holdings Limited, Ocean Grand
Holdings Limited, Yanion International Holdings Limited, Oriental Explorer
Holdings Limited and Multifield International Holdings Limited. Mr. Choy was
member of the 8th and 9th National Committee of the Chinese People’s
Political Consultation Conference, of the Selection Committee of the first
Government of the Hong Kong Special Administrative Region and is also the
Honourable Life Chairman of the Chinese General Chamber of Commerce
H.K. and an executive committee member of the Chinese Manufacturers’
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Association of Hong Kong. There is no service agreement between the
Company and Mr. Choy. The emoluments payable to Mr. Choy is HK$70,000
per annum. Mr. Choy was not appointed for a fixed term. Mr. Choy is not
related to any director, substantial shareholder or initial management
shareholder of the Company. Mr. Choy’s interests in the securities of the
Company as at the date of this report pursuant to Part XV, of the SFO is set
out in the section headed “DIRECTORS AND CHIEF EXECUTIVE’'S
INTERESTS OR SHORT POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES” in the Directors’ Report.

Mr. Liu Bo, aged 49, has been a director of the Company since September
2002. He is a professor of Shanghai University of Finance and Economics.
He was previously the vice general manager of Shanghai Stock Exchange
and the chairman of China Southern Securities Co. Ltd. and China Southern
Fund Management Co. Ltd. Mr. Liu is now the chairman of the Special
Committee of the Investment Fund Industry of the Securities Association of
China. There is no service agreement between the Company and Mr. Liu. Mr.
Liu was not appointed for a fixed term. The emoluments payable to Mr. Liu is
HK$70,000 per annum. Mr. Liu is not related to any director, substantial
shareholder or initial management shareholder of the Company. Mr. Liu’s
interests in the securities of the Company as at the date of this report pursuant
to Part XV of the SFO is set out in the section headed “DIRECTORS’ AND
CHIEF EXECUTIVE'S INTERESTS OR SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES” in the Directors’ Report. Apart
from his directorship with the Company, Mr. Liu does not hold any directorship
in any publicly listed companies.

Mr. Sin Ka Man, age 38, has been a Director of the Company since
September 2004. Mr. Sin is an assistant general manager who is responsible
for the accounting and financial management of China Velocity Group Limited,
a Hong Kong listed company. Mr. Sin holds a Bachelor’s Degree in Social
Sciences from the University of Hong Kong, a Master of Science Degree in
Finance from the University of Strathclyde, the United Kingdom and a Master
of Accounting Degree from Curtin University of Technology, Australia. He is
an associate member of The Hong Kong Institute of Certified Public
Accountants, a fellow member of The Association of Chartered Certified
Accountants and a certified practicing accountant of the CPA Australia. He
has over 14 years of professional experience in auditing, accounting and
financial management for both private and listed corporations. There is no
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service agreement between the Company and Mr. Sin. He was not appointed
for a fixed term. The emoluments payable to Mr. Sin is HK$70,000 per annum.
Mr. Sin is not related to any director, substantial shareholder or initial
management shareholder of the Company. As at the date of this report, Mr.
Sin is not interested or deemed to be interested in any shares or underlying
shares of the Company pursuant to Part XV of the SFO. Apart from his
directorship with the Company, Mr. Sin also is an non-executive director of
Innovis Holdings Limited, a company listed on the GEM.

SENIOR MANAGEMENT

Mr. Duan Jianlin, aged 45, is the business development controller of the
Group. He has been responsible for the sales and marketing management of
the Group since he joined the Group in September 2003. After his graduation
from the Xian University of Technology in 1982, Mr. Duan held various senior
positions in some domestic securities institutions and has over 20 years of
experiences in business development and information technology business.

Ms. Qu Gan, aged 50, has been the Assistant General Manager of the
Company since November 2005. Ms Qu was awarded the Doctoral degree
of Business Administration and has over 23 years of experience in Information
Technology industry. Ms Qu was a Manager of Technological Department
and an Assistant of the President of a renowned group of company, and was
a general manager of a software company. She has extensive practical
experience in different areas such as workflow management, project
management, business management, technological management, quality
management and customer service management. Ms Qu was a representative
of company manager for many years and was certified as an ISO state practice
auditor. The joining of Ms Qu is in line with the process of the conformity
certification of CMMI of the Group in 2006.

Mr. Cheung Kwok Yee, aged 55, has appointed as the authorized
representative, compliance officer, qualified accountant and company secretary
of the Company with effect from 17th August 2005. Mr. Cheung has over 25
years of experience in auditing and financial accounting and is a fellow member
of The Hong Kong Institute of Certified Public Accountants and an associate
member of The Chartered Institute of Management Accountants.
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The directors of Shine Software (Holdings) Limited (the “Company”) present
their annual report and the audited consolidated financial statements of the
Company and its subsidiaries (the “Group”) for the year ended 31st December
2005.

GROUP REORGANIZATION

The Company was incorporated in Cayman Islands on 15th July 2002 as an
exempted company with limited liability under the Companies Law of the
Cayman Islands. Pursuant to a group reorganization (the “Reorganization”) to
rationalize the group structure in preparation for the listing of the Company’s
shares on the Growth Enterprise Market (“GEM”) of The Stock Exchange of
Hong Kong Limited (the “Exchange”), the Company became the holding
company of the Group upon completion of the Reorganization on 28th July
2003 and, through a placement of 118,250,000 new shares (the “Placing”) of
the Company. The Company’s shares were initially listed on GEM on 12th
August 2003 (the “Listing”). Further details of the Reorganization are set out
in the Company’s prospectus dated 4th August 2003 (the “IPO Prospectus”).
The Group resulting from the Reorganization is regarded as a continuing entity
for accounting purpose.

The financial results of the Group include the results of the Company and its
subsidiaries and have been prepared using the merger basis of accounting
as a result of the Reorganization. On this basis, the Company had been treated
as the holding company of its subsidiaries since their respective dates of
incorporation. The basis of preparation for the results is set out in note 1(b) to
the financial statements.

PRINCIPAL ACTIVITIES
The Company is an investment holding company. The principal activities of
its subsidiaries are set out in note 17 to the financial statements.

RESULTS AND APPROPRIATIONS
The results of the Group for the year ended 31st December 2005 are set out
in the consolidated income statement on page 63.

The state of affairs of the Group and the Company as at 31st December
2005 are set out in the balance sheets on pages 64 and 65 respectively. The
cash flows of the Group are set out in the consolidated cash flow statement

on pages 67 and 68.

The directors of the Company do not recommend the payment of a dividend.
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SHARE CAPITAL AND RESERVES

Details of the movements in share capital of the Company during the year are
set out in note 28 to the financial statements.

Movements in the reserves of the Group and the Company during the year
are set out in note 29 to the financial statements respectively.

FIXED ASSETS
Details of the movements in fixed assets of the Group are set out in note 14
to the financial statements.

DIRECTORS

The directors of the Company who held office during the year were:

Executive directors:

Ms. Gu Yun — Chairman

Mr. Qiu Yixin — Vice chairman

Mr. Chen Yunrong — Chief Executive Officer
Mr. Ye Jinxing

Ms. Li Xiaoyuan

Mr. Jiang Yulai

Non-executive director:
Mr. Chen Qun

Independent non-executive directors:
Mr. Choy Tak Ho

Mr. Liu Bo

Mr. Sin Ka Man

In accordance with article 87 of the Company’s articles of association Mr. Ye
Jingxoing, Ms. Li Xiaoyua and Mr. Jiang Yulai shall retire at the forthcoming
annual general meeting and, being eligible, offer themselves for re-election.

The non-executive directors have no set term of office but are subject to
retirement by rotation at annual general meetings of the Company in

accordance with the Company’s Articles of Association.

Biographical information of these directors is set out on page 33 to page 43

of this report.
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CHANGES OF EXECUTIVES

The following changes of executives occurred during the year:

1. Mr. Cheung Kwok Yee, Franics has been appointed as company
secretary, authorised representative, qualified accountant and
compliance officer of the Company with effect from 17th August 2005;
and

2. Mr. Chu Kin Wang, Peter has resigned as company secretary, authorised
representative, qualified accountant and compliance officer of the
Company with effect from 17th August 2005.

DIRECTORS’ SERVICE CONTRACTS

Each of the executive directors, namely Ms. Gu Yun, Mr. Qiu Yixin, Mr. Chen
Yunrong, Mr. Jiang Yulai, Ms. Li Xiaoyuan and Mr. Ye Jinxing has entered into
a service agreement with the Company for a term of 3 years commencing
from 12th August 2003. Such agreement may, during the term, be terminated
by either party giving to the other not less than 3 months’ written notice.

Save as disclosed above, none of the directors who are proposed for re-
election at the forthcoming annual general meeting or any company controlled
by the directors has a service contract with the Company or any of its
subsidiaries which is not determinable by the Group 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 Company’s board of directors with
reference to directors’ duties, responsibilities and performance and the results
of the Group.

Shine Software (Holdings) Limited Annual Report 2005
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DIRECTORS’ INTERESTS IN CONTRACTS OF EEREREYzER
SIGNIFICANCE
Saved as disclosed above: B EXCHEEI

()  there was no transaction which need to be disclosed as connected () AN AT (E(AIZBARIREA T Pl R F 5

transactions in accordance with the requirements of Chapter 20 of the AR (TRIZR EmRRI) FE20EFTREA
Rules Governing the Listing of Securities on the GEM of the Stock THRBRREEEIFI RS &

Exchange (the “GEM Listing Rules”); and

(i) no contract of significance in relation to the Group’s business subsisted (i) AN A3k B AR (AT B A &) A F 4% 3 F N (E{a] By

at the year-end or any time during the year to which the Company or B E I ERARREERER(HEEAE
any of its subsidiaries was a party and in which a director of the Company. (MBS BEREBEKER S
had a material interest, whether directly or indirectly. REH o

COMPETING INTERESTS BEED

None of the directors of the Company or the management shareholders of ARG EEZSHEIREBRRAEMKELSECHEAL
the Company or any of their respective associates (as defined in the GEM  (F3 R AIZER_E TR BI) BEEE 7 L sk Al gE L AN 2 (3] 2
Listing Rules) had an interest in a business which causes or may cause any  FSiBK E AR < EEH A TR -

significant competition with the business of the Group.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS OR
SHORT POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES

As at 31st December 2005, the interests and short positions of the directors TERAF+-A=1+—0 ' BAQARIREESFR
1l (755 REREAI)) #3525 EMIFE 2
fATEeeR « SRIBREGS R ATAIZEIR E AR AI5E5.46
meaning of Part XV of the Securities and Futures Ordinance (“SFO”)) as Frilt ETEBIT AZERETR IR ERED MR
recorded in the register required to be kept by the Company under section A& MEIZFT » AAFEERESTHABEARAT
352 of the SFO or as otherwise notified to the Company and the Stock sk EAE(aABE A E (F & R EHF R EEHIEXVED) /Y
Exchange pursuant to the required standard of dealing by directors of listed %7  HHEAMMD REER R RAB T

issuers as referred to in Rule 5.46 of the GEM Listing Rules were as follows:

n=
and chief executive of the Company in the shares, underlying shares and ~ Ef&{
debentures of the Company or any of its associated corporations (within the — &&2
5(
R

(a) Long positions in shares, underlying shares and debentures of (a) RAQTRH - HERORESZZHA

a6

the Company

Number of shares/ Approximate %

Nature of underlying shares of shareholdings

Name Capacity Interest &2, +EE8 RS

®E 55 EEME RHEE Bk

Gu Yun Interest of controlled Corporate 187,061,635 39.55%
BE corporation interest (Note 1)
e A E S NEER (Ftat1)

Li Xiaoyuan Interest of controlled Corporate 187,061,635 39.55%
BNTT corporation interest (Note 2)
A S NRIER (KizE2)

Ye Jinxing Interest of controlled Corporate 35,839,097 7.58%
o HE corporation interest (Note 3)
R EE S AR (Kt7£3)

Chen Yunrong Interest of controlled Corporate 31,260,882 6.61%
PR=1A corporation interest (Note 4)
XA E S NEER (Ftata)

Qiu Yixin Interest of controlled Corporate 28,793,514 6.09%
i —s corporation interest (Note 5)
TR AE NEIER (Kiz#5)

Shine Software (Holdings) Limited Annual Report 2005
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS OR
SHORT POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES (Continued)

(@) Long positions in shares, underlying shares and debentures of (a)

RADTARS - HEARDRES 2T @

the Company (Continued)
Number of shares/ Approximate %
Nature of underlying shares of shareholdings
Name Capacity Interest &2, 18R BERBN
®E 55 EEME RHEE Epaged
Jiang Yulai Beneficial owner Personal interest 470,000 0.09%
LA K EwmBEAA & A #e (Note 6)
(Hiz#6)
Choy Tak Ho Beneficial owner Personal interest 470,000 0.09%
2= EmBEAA E AR (Note 6)
(Ktzt6)
Liu Bo Beneficial owner Personal interest 470,000 0.09%
218 EmEB A E AR (Note 6)
(Ktzt6)
Notes: et -
1. Such shares are owned by Genesis Century Limited (“Genesis Century”). 1. S A7 B Genesis Century Limited ([Genesis

Ms. Gu Yun is a director of and the beneficial owner of 1,539 shares in
Genesis Century, representing 15.39% of its total issued share capital.
Ms. Gu is taken to be interested in the same parcel of shares held by
Genesis Century pursuant to Part XV of the SFO as Genesis Century is
accustomed or obliged to act in accordance with the directions or
instructions of Ms. Gu, together with Ms. Li Xiaoyuan.

2. Such shares are owned by Genesis Century and represent the same
parcel of shares as in note 1. Ms. Li Xiaoyuan is a director of and is the
beneficial owner of 3,784 shares in Genesis Century, representing 37.84%
of its total issued share capital. Ms. Li is taken to be interested in the
same parcel of shares held by Genesis Century pursuant to Part XV of
the SFO as she is entitled to exercise or control the exercise of one-third
or more of the voting power at the general meetings of Genesis Century.

Century]) #%5 - BEEZ+ AGenesis Century
ZEB=WE R ZARN 530K M - HE
REZ B BITRAE15.39% AR Genesis
CenturyBRSRBIRBER I RF/ N trt 2k
LMITE - BIRIRE S RAIEEHIEXVED - B
Z 145 VEE B Genesis Century B [ —#ER%
192 ¥z ©

ZE %19 B Genesis Century# A - L2151 F
g AR — AR o T+ RGenesis
Century®E E00 B A 7% A 713, 7848 AR 17 -
HERE2EEBITIRANE7.84% - HRNETX
T E#EM Genesis Century Z IR A& 1T{F k1%
HITE =52 — s bA b 2022 R - BARIRRE

REEHEAIEXVE =L T RERIEES
Genesis CenturyFT#F Rl —#tAx(n < fg s ©
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS OR EERFTETHAERRMD HEBERORE
SHORT POSITIONS IN SHARES, UNDERLYING SHARES SR HIAE (8)

AND DEBENTURES (Continued)
(a) Long positions in shares, underlying shares and debentures of (a) RAQXTRE - HERORESZHA (&)

the Company (Continued)

8, These shares are legally owned by Future Pursuit Ltd. (“Future Pursuit”),
whose beneficial owners are Mr. Ye Jinxing and his mother, Ms. Lian Xiu,
holding 39.79% and 60.21% interest respectively in its total issued share
capital. Mr. Ye is taken to be interested in the same parcel of shares held
by Future Pursuit pursuant to Part XV of the SFO as he is entitled to
exercise or control the exercise of one-third or more of the voting power
at the general meetings of Future Pursuit.

4. These shares are legally owned by Cheer Prosper Investments Limited
(“Cheer Prosper”), the entire issued share capital of which is owned by
Mr. Chen Yunrong. Mr. Chen Yunrong is taken to be interested in the
same parcel of shares held by Cheer Prosper pursuant to Part XV of the
SFO as he is entitled to exercise or control the exercise of one-third or
more of the voting power at the general meetings of Cheer Prosper.

B, These shares are legally owned by Easy Elegance Ltd. (“Easy Elegance”),
the entire issued share capital of which is owned by Mr. Qiu Yixin. Mr. Qiu
Yixin is taken to be interested in the same parcel of shares held by Easy
Elegance pursuant to Part XV of the SFO as he is entitled to exercise or
control the exercise of one-third or more of the voting power at the general
meetings of Easy Elegance.

6. These represented the outstanding numbers of shares issuable under
the share options granted to the respective directors pursuant to a share
option scheme adopted by the Company on 28th July 2003. The said
options were granted on 6th July 2004 and are exercisable between 6th
July 2005 to 5th July 2008 at an exercise price of HK$0.256 per share.

48 Shine Software (Holdings) Limited Annual Report 2005

ZE M Future Pursuit Ltd. ([Future
Pursuit]) &A%4 - MFuture Pursuit? &z
BEARESFSERAIRERS L - SRR
BEAIBEBITIRANE9.79% 5% 60.21% © HF
BB R Future Pursuit Z BRER A €175k,
EHITTE =02 — A 2 IR - BUREE
% R EERBIEXVED - AR EHE G Future
PursuitFT#5E —H#EAR 17 2 2

% E %15 B Cheer Prosper Investments Limited
([Cheer Prosperl) &A% %A @ MCheer
ProsperZ 2 &8 B A TIRAR I PR =14 S A 75
A o HRR= LB RER Cheer Prosper iR
RARSTEREITE=9 2 —skIA EZRE
- BURIRE F REFEIRBIEXVED - AR IE
%75 Cheer Prosper iR —#E iR (7 2 2

ZZER D HEasy Elegance Ltd.([Easy
Elegancel) &%  MEasy EleganceZ 20
EEITRATIHE — DA RS o BRE—10
Jo B fE Easy Elegance 2 FRE A & 1T{F sk {2
HITE =52 — s A b 21X 2R - BARIRRES
RHIEIEBIEXVE - BWRIEHEBEasy
Elegancef#% A —#EAZ (0 < #Eax o
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NEEZZZN\FLARRPRETE  17EE
RBHR0. 25675 TT ©



Directors’ Report

N R
E=gRsE e g o =
] 1 | |
DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS OR EBERFTETHAERKRO HERORE
SHORT POSITIONS IN SHARES, UNDERLYING SHARES FZERIKRE (&)
AND DEBENTURES (Continued)
(b) Long position in shares, underlying shares and debentures of (b) REEEERD - HERORESZHA
associated corporations
Percentage of
Number interests in
of shares in the the registered
associated capital of the
Name of corporation associated
associated Nature of hEZAEE A E corporation
Name corporation Capacity interest AEEEE &R
HE HEBEE EBE D ERME ZBRHHE ZERBIL
Gu Yun (Note 2) e Interest of spouse Family interest 40,000 8.0%
BE (Hfzt2) wAER AR [ N3
(“Shanghai Xingyishi”)
(TEBREHD
(Note 1)
(Ftat)
Qiu Yixin Shanghai Xingyishi Beneficial owner Personal interest 20,000 4.0%
=0 EEEERE EmfEAA NG 3
Chen Yunrong Shanghai Xingyishi Beneficial owner Personal interest 20,000 4.0%
PR=1R EEEERE EmfEAA NG 3
Ye Jinxing Shanghai Xingyishi Beneficial owner Personal interest 20,000 4.0%
EoH EEEER EmEAA NG 3
Jiang Yulai Shanghai Xingyishi Beneficial owner Personal interest 20,000 4.0%
LB R EEEERS EmfEAA NG 3
Chen Qun Shanghai Xingyishi Beneficial owner Personal interest 20,000 4.0%
PRAE EEEES EmBEAA EPNG: 3
FEEM (ER) BRATR 2005 F3R 49
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS OR EERFTETHAERRMD HEBERORE
SHORT POSITIONS IN SHARES, UNDERLYING SHARES SR HIAE (8)

AND DEBENTURES (Continued)
(b) Long position in shares, underlying shares and debentures of (b) RAHEESEERD - HERARES2FE (&)
associated corporations (Continued)

Notes: Htet -

1. Shanghai Xingyishi is a subsidiary of the Group, in which 60% of its equity 1. PERERANEEZMEAR - H60%MHE
shares are owned by the Group and the remaining interests are owned AASEEES - A TR BeE TR
by others, including certain directors of the Company or their respective ZETARRESHHESEZHBALTEA
associates as disclosed above. R E M A TR o

2. These shares are held by Mr. Xu Zhangxun, the spouse of Ms. Gu Yun. 2. ZERMBBEEL T 2 REFEALERS -
Ms. Gu is deemed to be interested in Mr. Xu’s interests in Shanghai RIEE S REFERBIEXVED « BEA T IMERIE
Xingyishi by virtue of Part XV of SFO. AT LA DERE BT S < o

Save as disclosed above, as at 31st December 2005, none of the directors ~ fr EXHFTEEIN - R=ZZRF+—_A=+—H " ' &
or chief executive of the Company had any interests or short positions inany R FIEEHZETHA B EEARA 75 H (E {85
shares, underlying shares or debentures of the Company or any of its ~ JAE (F3& RES R EEIEHIZEXVER) < i - 18RI
associated corporations (within the meaning of Part XV of the SFO) which {38k [E % A TR IEE 5 M H S 150553521548
were required, pursuant to section 352 of the SFO, to be entered in the register & M ZB= AGZIEBIFT 2 B R MR - SR EAIZER £
referred to therein, or which were otherwise required, pursuant to the minimum TR BIIZE5.4615FT_E 31T ABEFEITR FHHRE
standards of dealing by directors of listed issuers as referred to in Rule 5.46 #2187 MBS AN A 7] M2 T 2 (TS sk
of the GEM Listing Rules, to be notified to the Company and the Exchange. & ° AEBIERAREZRNZEITEAIES ©

The Group had not issued any debentures during the year.

50 Shine Software (Holdings) Limited Annual Report 2005
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SUBSTANTIAL SHAREHOLDERS AND PERSONS WHO RA5 7 5 K I & R I 52 XVER 365 2% 37 &R
HAD AN INTEREST AND A SHORT POSITION WHICH WAS EBZAFHREZRZRARZETERERA
DISCLOSEABLE UNDER DIVISIONS 2 AND 3 OF PART XV T

OF THE SFO

As at 31st December 2005, the following persons (other than the directors or ~ R —ZZREF+—HA=+—H » RIEZHFLHEEG
chief executive of the Company as disclosed above) had an interest or short 33615 EA QR ATFE 2 E AT - T
positions in the shares and underlying shares of the Company as recorded in =~ A+ (BER EXWHEZ R ARIEEHREITHAER
the register required to be kept by the Company under section 336 of the 4N A ANA B Z i) RARRIRD 2 S SRR

SFO:
Long positions in shares of the Company RAEQTRBDZER

Number of Approximate %
Name Capacity shares of shareholding
£ 55 RHEE BREAE D
Genesis Century (Note 3) Beneficial owner 187,061,635 39.55%
Genesis Century (f7%3) EnlEEA
Zhang Xiaohui (Notes 1 & 3) Interest of spouse 187,061,635 39.55%
SRR (Ffat1 &3) fefB 2
Xu Zhangxun (Notes 2 & 3) Interest of spouse 187,061,635 39.55%
TR (Hat2 &3) fefB 2
Future Pursuit (Note 6) Beneficial owner 35,839,097 7.58%
Future Pursuit (4/776) BB A
Lian Xiu (Notes 4 & 6) Interest of controlled corporation 35,839,097 7.58%
B (ff a4 526) REE R
Wang Chunling (Notes 5 & 6) Interest of spouse 35,839,097 7.58%
FER (Hfats%6) Be s 2
Cheer Prosper (Note 7) Beneficial owner 31,260,882 6.61%
Cheer Prosper (f17) EnEEA
Guo Lidan (Note 7) Interest of spouse 31,260,882 6.61%
287+ (FraE7) fefB 2
Easy Elegance (Note 8) Beneficial owner 28,793,514 6.09%
Easy Elegance (K1#%8) BB A
Lin Wen (Note 8) Interest of spouse 28,793,514 6.09%

PR3 (HraE8)

[k o i
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SUBSTANTIAL SHAREHOLDERS AND PERSONS WHO
HAD AN INTEREST AND A SHORT POSITION WHICH WAS
DISCLOSEABLE UNDER DIVISIONS 2 AND 3 OF PART XV
OF THE SFO (Continued)

Long positions in shares of the Company (Continued)

Notes:

Such shares are owned by Genesis Century. Ms. Li Xiaoyuan is taken to be
interested in the shares held by Genesis Century pursuant to Part XV of the SFO
as she is entitled to exercise or control the exercise of one-third or more of the
voting power at the general meetings of Genesis Century. Mr. Zhang Xiaohui is
also taken to be interested in such shares pursuant to Part XV of the SFO as he
is the spouse of Ms. Li Xiaoyuan.

Such shares are owned by Genesis Century. Ms. Gu Yun is a director of and the
beneficial owner of 1,539 shares in Genesis Century. Ms. Gu is taken to be
interested in the shares held by Genesis Century as Genesis Century is
accustomed or obliged to act in accordance with her directions or instructions.
Mr. Xu Zhangxun is also taken to be interested in such shares pursuant to Part
XV of the SFO as he is the spouse of Ms. Gu Yun.

The shares under Genesis Century, Mr. Zhang Xiaohui and Mr. Xu Zhangxun
represent the same parcel of shares.

Such shares are owned by Future Pursuit. Ms. Lian Xiu, the mother of Mr. Ye
Jinxing, owns 60.21% of the total issued shares of Future Pursuit. Ms. Lian Xiu
is taken to be interested in the shares held by Future Pursuit pursuant to Part XV
of the SFO as she is entitled to exercise or control the exercise of one-third or
more of the voting power at the general meetings of Future Pursuit.

Such shares are owned by Future Pursuit. Mr. Ye Jinxing owns 39.79% of the
total issued shares of Future Pursuit. Mr. Ye Jinxing is taken to be interested in
the shares held by Future Pursuit pursuant to Part XV of the SFO as he is entitled
to exercise or control the exercise of one-third or more of the voting power at the
general meetings of Future Pursuit. Ms. Wang Chunling is also taken to be
interested in such shares pursuant to Part XV of the SFO as she is the spouse of
Mr. Ye Jinxing.

The shares under Future Pursuit, Ms. Lian Xiu and Ms. Wang Chunling represent
the same parcel of shares.

Shine Software (Holdings) Limited Annual Report 2005
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SUBSTANTIAL SHAREHOLDERS AND PERSONS WHO

HAD AN INTEREST AND A SHORT POSITION WHICH WAS

DISCLOSEABLE UNDER DIVISIONS 2 AND 3 OF PART XV

OF THE SFO (Continued)

Long positions in shares of the Company (Continued)

7. Such shares represent the same parcel of shares and are owned by Cheer
Prosper, the total issued share capital of which is owned by Mr. Chen Yunrong.
Ms. Guo Lidan is also taken to be interested in Mr. Chen Yunrong’s shares as
held by Cheer Prosper pursuant to Part XV of the SFO since she is the spouse of
Mr. Chen Yunrong.

8. Such shares represent the same parcel of shares and are owned by Easy
Elegance, the total issued share capital of which is owned by Mr. Qiu Yixin. Ms.
Lin Wen is also taken to be interested in Mr. Qiu Yixin’s shares as held by Easy
Elegance pursuant to Part XV of the SFO since she is the spouse of Mr. Qiu
Yixin.

Save as disclosed above, as at 31st December 2005 no other person (other
than the directors or chief executive of the Company) had an interest or short
positions in the shares and underlying shares of the Company as recorded in
the register required to be kept by the Company pursuant to Section 336 of
the SFO.

RA5 7 5 K I & R I 52 XVER 365 2% 37 &R
BATHEZERBERKBZEEZERRRA
* (8)

RAATRGZFE (&)

7. ZERGEBR—HRD « W Cheer Prosperf A - il
Cheer ProsperZ 2382 B1TIRAN PR =HA S AR5 o
BRI AL AREREEZES - HIBEER K
HERBIEXVE - BB REREER=RLER
Cheer ProsperFT#iiR (7 2 1% ©

8. ZERMEBR—HLAXD - AEasy Elegancel#A M
Easy Elegance 2 #pE /TR — L AIFH © B
I Z T AR — O kEZ S - BUREE SRS
EBIEXVED « 12 IR 4% AR VEHE A B8 — 0 55 £ R Easy
EleganceFT#5 AR (7 < #as ©

B EXIREES - WIRERE S RS 5 553361647
EARRRATHFEZEBRLMATHE  R-EThF+
“R=t—H  ¥EEMAL (RRARNEETHRZSTT
BABBRSN AR RIS R AR P A R o

JYL A
KB o
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SHARE OPTION SCHEME i IR T 2

Pursuant to a written resolution passed by the then shareholders of the ANARIRE-_ZTZE=F+A—+/\HHRARAERKZ
Company on 28th July 2003, the Company adopted a share option scheme X IR iE 2 EE R A EAE T2 ([BAHET
(the “Share Option Scheme”) with a life of 10 years commencing from its 1) - BB TSI ERAE Bt A8 +E - HF
adoption date. The principal terms of the Share Option Scheme are setoutin =~ ZIEHFEHN AR T —TBE=FFRA o

the Company’s 2003 Annual Report.

On 6th July 2004, a total of 20,000,000 share options were granted to certain R =TT PG F75H + #£420,000,00017 88 AR
directors and employees of the Group under the Share Option Scheme, details ~ EEREEIETE TAEBES MES @ FEH7

of which are set out below: I
Number of share options Company’s
BRERE share price at
At 1st Lapsed At 31st date of grant
Date of grant January during December PN
A E Exercise price 2005 period 2005 HRPREHD
Participants (Note 1) per share R=—ZEZHE RAEFE R-ZEZHF AHHZER
2% (Ktzt1) BRITEE —H—H AP +=A (Note 2)
=+—H (Ftat2)
(HK$) (HK$)
=) G=7)
Directors 2%
Jiang Yulai 6th July 2004 0.256 470,000 - 470,000 0.24
LB R —EENFEL ARHA
Choy Tak Ho 6th July 2004 0.256 470,000 - 470,000 0.24
2=4=0 —ZETMFELARAE
Liu Bo 6th July 2004 0.256 470,000 - 470,000 0.24
2% —ZETMFELARAE
Other employees
Hitifg 8
In aggregate 6th July 2004 0.256 18,590,000 1,270,000 17,320,000 0.24
&5t —ZTMEL ANH
Total share options granted
REBREAR 20,000,000 1,270,000 18,730,000
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SHARE OPTION SCHEME (Continued)

Notes:

1. The exercise period of these share options is three years commencing from one
year immediately after the date of grant and terminating three years thereafter.
Generally, the share options are vested in different tranches (some of which are
conditional).

2. The price of the Company’s shares disclosed as at the date of grant of the share
options is the Stock Exchange’s closing price on the trading day immediately
prior to the date of the grant of the share options.

Save as disclosed above, no share options had been granted, cancelled,
lapsed or exercised during the period. The total number of shares that may
be issued upon exercise of all share options granted and yet to be exercised
under the Share Option Scheme is 18,730,000 shares as at 31st December
2005, representing approximately 3.96% of the entire issued share capital of
the Company as at the date of this report.

The financial impact of the share options granted is not recorded in the
Company’s and the Group’s accounts until such time as the share options
are exercised. Upon the exercise of the share options, the resulting shares
issued are recorded by the Company as additional share capital at the nominal
value of the shares, and the excess of the exercise price per share over the
nominal value of the shares recorded by the Company in the share premium
account. Share options which lapsed, if any, prior to their exercise date are
deleted from the outstanding share options.

The directors of the Company do not consider it appropriate to state the
value of the share options granted during the year as a number of variables
which are crucial for the calculation of the share options value have not been
determined. The Directors believe that any calculation of the value of the
share options based on a great number of speculative assumptions would

not be meaningful and would be misleading.
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DIRECTORS’ AND CHIEF EXECUTIVE’S RIGHTS TO
ACQUIRE SHARES OR DEBENTURES

Other than the share options disclosed above, at no time during the year was
the Company or any of its subsidiaries a party to any arrangement to enable
the directors and chief executive of the Company to acquire benefits by means
of the acquisition of shares in or debentures of the Company or any other
body corporate, and none of the directors, or their spouses or children under
the age of 18, had any right to subscribe for the securities of the Company, or
had exercised any such right.

MAJOR CUSTOMERS AND SUPPLIERS

For the year under review, the top five customers of the Group together
accounted for approximately 19.3% of the Group’s total sales for the year
while the single largest customers accounted for approximately 4.6% of the
Group’s total sales during the year.

Whereas external purchase, mainly arising from its hardware resale operations,
only accounted for about 10.9% of the Group’s cost of sales during the year,
the top five suppliers of the Group for the year under review together accounted
for approximately 60.6% of the Group’s total purchases for the year and the
single largest supplier accounted for approximately 17.3% of the Group’s
total purchases.

None of the directors, their respective associates or any shareholders of the
Company who owns more than 5% of the issued share capital of the Company
has any interests in the Group’s five largest customers and suppliers
abovementioned.

CONTINGENT LIABILITIES
The Group did not have any significant contingent liabilities as at 31st
December 2005.

RETIREMENT BENEFITS SCHEMES

Particular of the retirement benefits schemes of the Group are set out in note
31 to the financial statements.

CONVERTIBLE SECURITIES, WARRANTS OR SIMILAR
RIGHTS

The Company had no outstanding convertible securities, warrants or
instruments carrying other similar rights as at 31st December 2005.
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Directors’ Report
ESRHE

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s articles of
association, or the laws of Cayman Islands, which would oblige the Company
to offer new shares on a pro-rata basis to existing shareholders.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S
LISTED SHARES

During the year ended 31st December 2005, neither the Company nor any of
its subsidiaries purchased, sold or redeemed any of the Company’s listed
Shares.

SPONSOR'’S INTEREST

Pursuant to a sponsor agreement dated 4th August 2003 entered into between
the Company and South China Capital Limited (the “Sponsor”), the Sponsor
has been appointed as the retained sponsor of the Company for the period
from 12th August 2003 to 31st December 2005 (or until the sponsor
agreement is otherwise terminated upon the terms and conditions contained
therein), for which the Sponsor will receive a fee.

As notified and updated by the Sponsor, neither the Sponsor nor any of its
directors or employees or associates (as referred to in Note 3 to Rule 6.35 of
the GEM Listing Rules) had any interest in any class of securities of the
Company or any member of the Group, or any right to subscribe for or to
nominate persons to subscribe for the securities of the Company or any
member of the Group as at 31st December 2005.

Save as disclosed above, the Sponsor had no other interest in the Company
as at 31st December 2005.

AUDITORS

The financial statements have been audited by Messrs. CCIF CPA Limited
who retire and, being eligible, offer themselves for re-appointment.

By order of the Board

Gu Yun
Chairman

23rd March 2006
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Auditors’ Report
BT R

®

CCIF
CCIF CPA LIMITED

37/F Hennessy Centre
500 Hennessy Road
Causeway Bay Hong Kong

AUDITORS’ REPORT TO THE SHAREHOLDERS OF
SHINE SOFTWARE (HOLDINGS) LIMITED
(Incorporated in the Cayman Islands with limited liability)

We have audited the financial statements on pages 60 to 127 which have
been prepared in accordance with accounting principles generally accepted
in Hong Kong.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND
AUDITORS

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

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

BASIS OF OPINION

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

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

OPINION

In our opinion the financial statements give a true and fair view of the state of
affairs of the Company and of the Group as at 31 December 2005 and of the
Group’s profit and cash flows for the year then ended and have been properly
prepared in accordance with the disclosure requirements of the Hong Kong
Companies Ordinance.

CCIF CPA Limited
Certified Public Accountants
Hong Kong, 23 March 2006

Kwok Cheuk Yuen
Practising Certificate Number P02412
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Consolidated Income Statement

Turnover & ¥#%8

Cost of sales $HER A

Gross profit £

Other revenue E A ias

Other net income E A UZ A 558
Distribution costs 43 #4X ZX
Administrative expenses 7T Fisz
Other operating expenses H 4% ‘& 552
Profit before taxation B A% 7

Income tax AT{S%E

Profit/(loss) for the year FR%EF (F#E)

Attributable to: FE1f :
Equity shareholders of the Company ZNA &) 2 HE25 AL R
Minority interests 4> Eif% SR iEzs

Profit/(loss) for the year A F], (£518)

Earnings/(loss) per share SR 2% (E18)
Basic 7

The notes on pages 67 to 127 form part of these financial statements.
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For the year ended 31 December 2005 (Expressed in Renminbi)

Note
Mz

5&13

8(a)

11, 29(a)
29(a)

12

2005
—FFEF

RMB’000
AR¥T T
31,246
(10,748)
20,498
3,255
185
(4,266)
(9,590)
(8,683)
1,399
(461)

938

938

938

RMB (cents)
AR (1)

0.20

BE-ZTRF T -A=+—BILFE UARKZIE)

2004
—EFNFE
(restated)
(E51)
RMB’000
ARETTT
17,985
(4,832)
13,153
2,625
36
(3,246)
(10,012)
(1,899)
657

(753)

(96)

RMB (cents)
AR (L)

(0.00)
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Consolidated Balance Sheet
SABEREER

|

At 31 December 2005 (Expressed in Renminbi)
RZTZRF+_A=1+—8 (UARKIE)

2005 2004
—EZThHF fl=closlyisfes
(restated)
(E51)
Note RMB’000 RMB’000
HtaE ARET T ARET T
Non-current assets JERBIEE

Property, plant and equipment #% - #23 I 5% & 14 4,157 4,270

Land lease prepayments = i F8 & T8 - 518 15 1,655 1,742

Intangible assets & &= 16 10,597 13,196

Goodwill 2 17 - (472)

16,409 18,736
Current assets R EE E

Trading securities & 575 % 19 1,753 -

Inventories & 20 121 69

Trade and other receivables J&U BR 7% Kz E A fE Uk 70 T8 21 8,598 15,663

Land lease prepayments = i F8 & T8 - 518 15 87 87

Tax recoverable 7] 4 2] 5 18 22 1,046 957

Cash and cash equivalents 3R & K8 & EEY) 23 32,018 20,071

43,623 36,847
Current liabilities 7B & &

Trade and other payables F&1BR 51 K& E Ab fE {58 24 7,271 5,450

Deferred income JEIEU A 25 1,546 856

Taxation payable FE&FH1E 26 997 92

9,814 6,398
Net current assets B EEFE 33,809 30,449
Total assets less current liabilities 2 & E R AR B S & 50,218 49,185
Non-current liabilities FE R B & &

Deferred tax liabilities EIEF I8 & (& 27(a) 837 1,510
NET ASSETS ¥ & & 49,381 47,675
CAPITAL AND RESERVES & A K, f# &

Share capital fz4s 28 5,014 5,014

Reserves {1 29 44,212 42,506
Total equity attributable to equity 74~ T IR R

shareholders of the company FE{L 422 49,226 47,520
Minority interests 2B R R 155 155
TOTAL EQUITY # 49,381 47,675
Approved and authorised for issue by the board of directors on BEERN T NF= A -+ = AERIRETE -
23 March 2006

Gu Yun BE Chen Yunrong BR=
Director = Director EF
The notes on pages 67 to 127 form part of these financial statements. FE67E127H 2 WA SR EF D -
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At 31 December 2005 (Expressed in Renminbi)
RZZTRAF+ZA=1+—8 UARKE)

2005 2004
—ETREF —ETF
(restated)
(&%)
Note RMB’000 RMB’000
Hte ARETT ARET T
Non-current assets R EBEE
Property, plant and equipment #7% - #23 I 5% /& 14 52 85
Investments in subsidiaries RHEBA 7] 2% E 18 19 19
71 104
Current assets REEE
Trade and other receivables & U8R 7 & H b e U k18 21 31,063 29,536
Cash and cash equivalents & KR & S EY) 23 754 5,450
31,817 34,986
Current liabilities 7B & &

Trade and other payables F&1 R 58 & E b & (< IR 24 596 533
Net current assets R EIE EFE 31,221 34,453
NET ASSETS B E FE& 31,292 34,557
CAPITAL AND RESERVES & A K &

Share capital J&7 28 5,014 5,014

Reserves @& 29 26,278 29,543
TOTAL EQUITY £ %% 31,292 34,557
Approved and authorised for issue by the board of directors on EEEN-TTNFE=A - T AR ERIERETE o
23 March 2006

Gu Yun BE Chen Yunrong BRER
Director 0 Director 3
The notes on pages 67 to 127 form part of these financial statements. FOTE127E 2 MR B B RERE D o
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Consolidated Statement of Changes if:Eouiigs
EAERBHE -

For the year ended 31 December 2005 (Expressed in Renminbi)
HEZZZAF+_A=1+—HILFE UARKSIE)

Attributable to equity shareholders of the Company
RARZ R R

Common
General welfare Share
Share Share Merger reserve reserve option  Translation  Retained Minority
capital  premium reserve fund fund reserve reserve profits Total interests Total
—§ DR o

B BOEE AKEE  BEE  REES BREGE ARRE  REEN Bt BRER ot
RMBOO0O RMBO0O RMBO0O  RMBO0O  RMBOOO  RMBOO0  RMBOO0  RMBOO0 RMBOO0  RMB'O00  RMB'000
ARBTRL ARETRL ARBTR ARBTL ARBTL ARBTL ARRTT ARRTT ARETRL ARMTRL ARETR

At January 2004,
as previously reported
R=ZENF-A(RUAZH) 5014 36,550 (2,351) 2,153 1,046 - - 6,580 48,992 - 48992

Effect of retrospective
adjustments upon
changes in accounting
policies (see note 3)
FRE e BERL
BHRETE (RHH3) - - - - - - - - - 488 488

At 1 January 2004, as restated

W=FZNmE—A—A (F5) 5014 36,550 (2,351) 2,153 1,046 - - 6,580 48,992 488 49,480
Loss for the year

rEEER = = = = = = - (1) (1) (%) (96)
Profit appropriations

IR = - - 18 9 - - 27) - - -

Total recognised income and
expenses for the year
REEHEANARF S 85 5014 36,550 (2,351) 2,171 1,095 = = 6,562 48,991 393 49,384

Dividends approved in respect
of the previous year
Btk LFRERE - (1,705) - - - - - - (1,705) - (1,705)

Acquisition of the remaining
interest in a subsidiary

WEE—RINB A AR - - = = = - - - - (238) (238)

Employee share option
benefits
EERRERT - - - - - 234 - - 234 - 234

At 31 December 2004,

as restated

W-ZZENF+-A=1—H

(&5) 5,014 34,845 (2,351) 2,171 1,085 234 - 6,552 47,520 155 47,675
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Consolidated Statement of Changes in Equity
RAREBBR

I

EEEN

|

For the year ended 31 December 2005 (Expressed in Renminbi)
HE_TZAF+-A=1+—HILFE UAKKSIE)

Attributable to equity shareholders of the Company
KRR EERRER
Common
General welfare Share
Share Share Merger reserve reserve option Translation  Retained Minority
capital  premium reserve fund fund reserve reserve profits Total interests Total
- AHEF DY
RE  ROEE SHRE #EE REES BRERE HRERE RERN ait  hRRER @zt
RMB’000 RMB’000 RMB’000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB’000  RMB’000
ARETR AR®TR ARETT ARETR ARMTr ARMTR AR%Tn ARETT ARETR ARMTr ARETR

At 1 January 2005,
as previously reported
R=ETHF—-A—H
(RE2H) 5,014 34,845 (2,351) 2,171 1,055 - - 6,786 47,520 - 47,520

Effect of retrospective
adjustments upon
changes in accounting
policies (see note 3)

et BEs
BHREYE (RHER) - - - - - 234 - (234) - 155 155

5,014 34,845 (2,351) 2,171 1,055 234 - 6,552 47,520 155 47,675

Effect of prospective
adjustment upon
changes in accounting
policies (see note 3)

Ao e Rz
BERRYE (ZH1t3) - - - - - - - 472 412 - 472

At 1 January 2005,
as restated
R=EZhE—-F—H
(E31) 5,014 34,845 (2,351) 2,11 1,055 234 - 7,024 47,992 155 48,147
Exchange differences on
translation of financial
statements of foreign
entities
REHNAERIBER
LERER - - - - - - (97) - (97) - 97)

Profit for the year
RERRF - - - - - - - 938 938 - 938

Profit appropriations
K - - - 732 366 - - (1,098) - - -

Total recognised income and
expenses for the year
REEEABA R 85 5014 34,845 (2,351) 2,903 1,421 234 (07) 6,64 48,833 155 48,988

Employee share option
benefits
[EERRERA - - - - - 393 - - 393 - 303

Forfeiture of employee
share options

KA BRI - - - - - (24) - 2% - - -

At 31 December 2005
R=EERF+-A=1-H 5,014 34,845 (2,351) 2,903 1,421 603 97) 6,888 49,226 155 49,381

The notes on pages 67 to 127 form part of these financial statements. F67TE127T B Z MBI R E AR T ©
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Consolidated Cash Flow:-Statement,:
BABRSRER

IHEEEE
HEEEEN
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For the year ended 31 December 2005 (Expressed in Renminbi)
HEZZZAF+_A=1+—HILFE UARKSIE)

2005 2004
ZETRF —EETNE
Note RMB’000 RMB’000 RMB’000 RMB’000
ftaF ARETR ARETT ARBTT ARETT
(restated) (restated)
€27)) (Z51)
Operating activities &% 7§
Profit before taxation &% Al Al 1,399 657
Adjustments for: 3t 5% BT
Depreciation #T& 1,106 984
Impairment loss/(reversal of impairment loss) for bad and
doubtful debts REFRRRERE R/ (BRIREERE) 3,700 (35)
Bad debts written off 2R3 - 168
Amortisation of land lease prepayments 45 + i 78 E T8 208 87 32
Amortisation of positive goodwill 1F 72 §5 - 5
Amortisation of negative goodwill & FE £ - (125)
Amortisation of intangible assets £/ & E# i 5,450 1,287
Impairment loss on intangible asset & & Ri{EE B 483 =
Employee share option benefits 1& 2 B2 7 393 234
Dividend income from listed equity securities £ T %2838 77 2 I B U A - @)
Interest income FI &4 A (234) (226)
Loss on disposals of property, plant and equipment
HEME « KR RSE BB 134 177
Net realised and unrealised gains on listed a5 2 LA
equity securities carried at market value #% 2 B85 R B 5 A F 558 (185) (36)
Operating profit before changes #K i &E& & 2B Al
in working capital Z &% & 5| 12,333 3,120
(Increase)/decrease in inventories 7 & (&) /F 4 (52) 7
Increase in debtors, deposits JEURERTR « & KIA
and prepayments B (1,286) (7,981)
Increase in creditors and & BE 3 & 5+ B F
accrued charges 3l 1,832 913
Increase in deferred income IEFEULA I A1 690 77
Cash generated from/(used in) operations
REEBEE /(B 2B 13,517 (3,864)
Tax paid B ##18
PRC enterprise income tax paid 2 &7 B> EFR1EH (229) 69)
Net cash generated from/(used in) RE£KEL/ (BA) 2
operating activities & B4 13,288 (3,933)
Investing activities &% &)
Payment for purchase of property, plant and equipment
EEME - BBRRER (1,416) 2,522)
Increase in land lease prepayments
2 & FUERE N - (1,802)
Proceeds from sales of property, plant and equipment
HEME - #eE KRBTSR 32 654
Expenditure on development projects 2 &8 B fi s (3,079) (5,290)
Payment for purchase of trading securities & & & 555 2 (2,250) (37,235)
Proceeds from sales of trading securities ﬁig%ﬁﬁﬁﬂg?ﬂ 682 37,434
Payment for purchase of partial interest in 8 B — &M & A 7125
a subsidiary, net of cash acquired #z5 2 78 GIRRFTEE AR E) - (243)
Decrease in deposits with banks F7F7 B #ii#sT =& A
maturing after three months from the date 7 2|88 2 SR 1717 7%
of the deposits J&4 - 12,000
Decrease/(increase) in amounts due from JEUE 544017708
securities broker firms J4,/ (#:41) 4,559 (5,720)
Interest income received 4RI E 4 A 234 226
Dividend income received B2 4% 84 A - 2
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Consolidated Cash Flow Statement
BABSRER

Note
fitaz

Net cash used in investing activities R&ZEE A 2 R & FHE

Financing activities B & EE)
Dividend paid B /&% 8

Net cash used in & ;FEE A
financing activities 23R & %48

Net increase/(decrease) in cash and B& R B L ZEY 2 8Mm,/
cash equivalents (549) B

Cash and cash equivalents R—A—B 2B &K
at 1 January HE&ZEY

Effect of change in foreign currency translation

HERBBE o HE

Cash and cash equivalents R+ =A=+—H2
at 31 December B RHELZEY 23

The notes on pages 67 to 127 form part of these financial statements.
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For the year ended 31 December 2005 (Expressed in Renminbi)
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2005 2004
—FFHF £ Jubs
RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARET T ARETTT AREETT

(1,238) (2,496)
= (1,705)
= (1,705)
12,050 (8,134)
20,071 28,205
(103) -
32,018 20,071
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Notes to the Financial Statement
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CORPORATE INFORMATION

Shine Software (Holdings) Limited (the “Company”) was incorporated
as an exempted company with limited liability in the Cayman Islands
on 15 July 2002 under the Companies Act, Cap 22 (Law 3 of 1961, as
consolidated and revised) of the Cayman Islands. The shares of the
Company are listed on the Growth Enterprise Market (the “GEM”) of
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”).
The addresses of the registered office and principal place of business
of the Company are disclosed in the “Corporate Information” section
to the annual report.

The principal activates of the Company is investment holding and of its
subsidiaries (the Company and its subsidiaries are hereafter collectively
referred as the “Group”) are the development of computer software,
resale of hardware, provision of system integration and maintenance.

SIGNIFICANT ACCOUNTING POLICIES

(@) Statement of compliance

These financial statements have been prepared in accordance
with all applicable Hong Kong Financial Reporting Standards
(“HKFRSs”), which collective term includes all applicable individual
Hong Kong Financial Reporting Standards, Hong Kong
Accounting Standards (“HKASs”) and Interpretations issued by
the Hong Kong Institute of Certified Public Accountants
(“HKICPA”), accounting principles generally accepted in Hong
Kong and the disclosure requirements of the Hong Kong
Companies Ordinance. These financial statements also comply
with the applicable disclosure provisions of the Rules Governing
the Listing of Securities on the Growth Enterprise Market of The
Stock Exchange of Hong Kong Limited. A summary of the
significant accounting policies adopted by the Group is set out
below.

The HKICPA has issued a number of new and revised HKFRSs
that are effective or available for early adoption for accounting
periods beginning on or after 1 January 2005. Information on
the changes in accounting policies resulting from initial application
of these new and revised HKFRSs for the current and prior
accounting periods reflected in these financial statements is
provided in note 3.

(b) Basis of presentation of the financial statements
The financial statements are in Renminbi, rounded to the nearest
thousand. The measurement basis used in the preparation of
the financial statements is the historical cost basis.

The consolidated financial statements for the year ended 31
December 2005 comprise the Company and its subsidiaries.

31 December 2005 (Expressed in Renminbi)
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Notes to the Financial Statement
B A% 3R 3 M EE

2.

SIGNIFICANT ACCOUNTING POLICIES (continued)

(b)

(c)

Basis of presentation of financial statements (continued)
The preparation of financial statements in conformity with HKFRSs
requires management to make judgements, estimates and
assumptions that affect the application of policies and reported
amounts of assets, liabilities, income and expenses. The
estimates and associated assumptions are based on historical
experience and various other factors that are believed to be
reasonable under the circumstances, the results of which form
the basis of making the judgements about carrying values of
assets and liabilities that are not readily apparent from other
sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an
ongoing basis. Revisions to accounting estimates are recognised
in the period in which the estimate is revised if the revision affects
only that period, or in the period of the revision and future periods
if the revision affects both current and future periods.

Jugdements made by management in the application of HKFRSs
that have significant effect on the financial statements and
estimates with a significant risk of material adjustment in the next
year are discussed in note 4.

Subsidiaries

A subsidiary, in accordance with the Hong Kong Companies
Ordinance, is a company in which the Company, directly or
indirectly, holds more than half of the issued share capital, or
controls more than half of the voting power, or controls the
composition of the board of directors. Subsidiaries are considered
to be controlled if the Company has the power, directly or
indirectly, to govern the financial and operating policies, so as to
obtain benefits from their activities.

Intra-group balances and transactions, and any unrealised profits
arising from intra-group transactions, are eliminated in full in
preparing the consolidated financial statements. Unrealised losses
resulting from intra-group transactions are eliminated in the same
way as unrealised gains, but only to the extent that there is no
evidence of impairment.

Minority interests at the balance sheet date, being the portion of
the net assets of subsidiaries attributable to equity interests that
are not owned by the Company, whether directly or indirectly
through subsidiaries, are presented in the consolidated balance
sheet and statement of changes in equity within equity, separately
from equity attributable to the equity shareholders of the
Company. Minority interests in the results of the Group are
presented on the face of the consolidated income statement as
an allocation of the total profit or loss for the year between minority
interests and the equity shareholders of the Company.
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2.

SIGNIFICANT ACCOUNTING POLICIES (continued)

(c)

(d)

(e)

Subsidiaries (continued)

Where losses applicable to the minority exceed the minority’s
interest in the equity of a subsidiary, the excess, and any further
losses applicable to the minority, are charged against the Group’s
interest except to the extent that the minority has a binding
obligation to, and is able to, make additional investment to cover
the losses. If the subsidiary subsequently reports profits, the
Group’s interest is allocated all such profits until the minority’s
share of losses previously absorbed by the Group has been
recovered.

In the Company’s balance sheet, an investment in a subsidiary is
stated at cost less impairment losses (see note 2(i)).

Goodwill

Goodwill represents the excess of the cost of a business
combination or an investment in an associate or a jointly controlled
entity over the Group’s interest in the net fair value of the acquiree’s
identifiable assets, liabilities and contingent liabilities.

Goodwill is stated at cost less accumulated impairment losses.
Goodwill is allocated to cash-generating units and is tested
annually for impairment (see note 2(i)). In respect of associates
or jointly controlled entities, the carrying amount of goodwill is
included in the carrying amount of the interest in the associate or
jointly controlled entity.

Any excess of the Group’s interest in the net fair value of the
acquiree’s identifiable assets, liabilities and contingent liabilities
over the cost of a business combination or an investment in an
associate or a jointly controlled entity is recognised immediately
in profit and loss.

On disposal of a cash generating unit, an associate or a jointly
controlled entity during the year, any attributable amount of
purchased goodwill is included in the calculation of the profit or
loss on disposal.

Other investment in debt and equity securities

The Group’s and the Company’s policies for investments in debt
and equity securities, other than investments in subsidiaries,
associates and jointly controlled entities, are as follows:

Investments in securities held for trading are classified as current
assets and are initially stated at fair value. At each balance sheet
date the fair value is remeasured, with any resultant gain or loss
being recognised in profit and loss.

2.
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(e)

®

Other investment in debt and equity securities (continued)
Dated debt securities that the Group and/or the Company have
the positive ability and intention to hold to maturity are classified
as held-to-maturity securities. Held-to-maturity securities are
initially recognised in the balance sheet at fair value plus
transaction costs. Subsequently, they are stated in the balance
sheet at amortised cost less impairment losses (see note 2(i)).

Investments in equity securities that do not have a quoted market
price in an active market and whose fair value cannot be reliably
measured are recognised in the balance sheet at cost less
impairment losses (see note 2(i)).

Other investments in securities are classified as available-for-sale
securities and are initially recognised at fair value plus transaction
costs. At each balance sheet date the fair value is remeasured,
with any resultant gain or loss being recognised directly in equity,
expect for impairment losses (see note 2(i)) and, in the case of
monetary items such as debt securities, foreign exchange gains
and losses which are recognised directly in profit or loss. Where
these investments are interest-bearing, interest calculated using
the effective interest method is recognised in profit or loss. When
these investments are derecognised, the cumulative gain or loss
previously recognised directly in equity is recognised in profit or
loss.

Investments are recognised/derecognised on the date the Group
and/or the Company commits to purchase/sell the investments
or they expire.

Property, plant and equipment

The following items of property, plant and equipment are stated
in the balance sheet at cost less accumulated depreciation and
impairment losses (see note 2(i)).

- buildings held for own use which are situated on leasehold
land, where the fair value of the building could be measured
separately from the fair value of the leasehold land at the
inception of the lease (see note 2(h)); and

- other items of plant and equipment.
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2.

SIGNIFICANT ACCOUNTING POLICIES (continued)

®

Property, plant and equipment (continued)

Changes arising on the revaluation of properties held for own
use are generally dealt with in reserves. The only exceptions are
as follows:

- when a deficit arises on revaluation, it will be charged to
profit or loss to the extent that it exceeds the amount held
in the reserve in respect of that same asset immediately
prior to the revaluation; and

- when a surplus arises on revaluation, it will be credited to
profit or loss to the extent that a deficit on revaluation in
respect of that same asset had previously been charged
to profit or loss.

Gains or losses arising from the retirement or disposal of an item
of property, plant and equipment are determined as the difference
between the net disposal proceeds and the carrying amount of
the item and are recognised in the profit or loss on the date of
retirement or disposal. Any related revaluation surplus is
transferred from the revaluation reserve to retained profits.

Depreciation is calculated to write off the cost or valuation of
items of property’ plant and equipment, less their estimated
residual value, if any, using the straight line method over their
estimated useful lives as follows:

- Buildings situated on leasehold land are depreciated over
the shorter of the unexpired term of lease and their
estimated useful lives of 20 years.

Over the shorter of the
unexpired term of the
lease and 20 years

= Leasehold
improvements

- Computer equipment 3-5 years
- Furniture and equipment 5 years
- Motor vehicles 5-8 years

Where parts of an item of property, plant and equipment have
different useful lives, the cost or valuation of the item is allocated
on a reasonable basis between the parts and each part is
depreciated separately. Both the useful life of an asset and its
residual value, if any, are reviewed annually.

2.

N

£
0

=

31 December 2005 (Expressed in Renminbi)
ZZTRFE+ZA=+—HILFE UAREE)

EEFEE (&)

EEEE ()
REERAEER ML BENEE
8B —BRARENER  ETEE
UTEH

- EEMRELESE  ARNESERA
kg - EABBEE B MATRER —
BERREAMSZBELR - &

- EEHELRKASFTABRE
A AR N BERRATIRE
R —EEZEMBEAAR -

RERHHEYE  BERRBREEL
Z B PEE AL EMRGIURFRE
FEEREEZER  YNEARHER
HIR IR R TR - AR E B -
Tt EbFEBETERSREEN

STEIMEARYE MESRREEEZ
{hETAIE A ERA » IR E AR AMUER A
ghE  RESZEFHEE) - I
BT ¢

— URNEEL BT - TRERZA
fEm e B R 2 A Et R e AR 20
F (AT E BEE) TIANE -

— HEHRETE BHEHZKER
FEEI T 204 (A
BEEAE)

— EISEE 3-54F

— RFEASER 5%

— RE 5-84F

HEWE  BERREBRBEERD 27
ERAFHNRE - QAR 2R AR AE
TDIREBEENEESE D MEHD
AB FUATE - BEZAERFHR
BME (NE) HBFTIUEZ -

B (ER) BRRAT 2005 F3R)

n




72

Notes to the Financial Statement
B A% 3R 3 M EE

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(9)

(h)

Intangible assets (other than goodwill)

0} Expenditure on research activities is recognised as an
expense in the period in which it is incurred. Expenditure
on development activities is capitalised if the product or
process is technically and commercially feasible and the
Group has sufficient resources and the intention to
complete development. The expenditure capitalised
includes the cost of materials, direct labour and an
appropriate proportion of overheads. Capitalised
development costs are stated at cost less accumulated
amortisation and impairment losses (see note 2(i)). Other
development expenditure is recognised as an expense in
the period in which it is incurred.

(i)  Amortisation of intangible assets is charged to profit or
loss on a straight-line basis over the assets’ estimated
useful lives unless such lives are indefinite. Capitalised
development costs with finite useful lives are amortised
from the date they are available for use and their estimated
useful lives of not exceeding five years.

Both the period and method of amortisation and any
conclusion that the useful life of an intangible asset is
indefinite are reviewed annually.

Operating lease charges

Lease are classified as finance leases whenever the terms of the
lease transfer substantially all the risks and rewards of ownership
to the lessee. All other leases are classified as operating leases.

Where the Group has the use of assets held under operating
leases, payments made under the leases are charged to profit
or loss in equal instalments over the accounting periods covered
by the lease term, except where an alternative basis is more
representative of the pattern of benefits to be derived from the
leased asset. Lease incentives received are recognised in profit
or loss as an integral part of the aggregate net lease payments
made. Contingent rentals are charged to profit or loss in the
accounting period in which they are incurred.

The cost of acquiring land held under an operating lease is
amortised on a straight-line basis over the period of the lease
term.
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(i) Impairment of assets

(i) Impairment of investments in debt and equity securities
and other receivables
Investments in debt and equity securities and other current
and non-current receivables that are stated at cost or
amortised cost or are classified as available-for-sale
securities are reviewed at each balance sheet date to
determine whether there is objective evidence of
impairment. If any such evidence exists, any impairment
loss is determined and recognised as follows:

- For unquoted equity securities and current
receivables that are carried at cost, the impairment
loss is measured as the difference between the
carrying amount of the financial asset and the
estimated future cash flows, discounted at the
current market rate of return for a similar financial
asset where the effect of discounting is material.
Impairment losses for current receivables are
reversed if in a subsequent period the amount of
the impairment loss decreases. Impairment losses
to equity securities are not reversed.

- For financial assets carried at amortised cost, the
impairment loss is measured as the difference
between the asset’s carrying amount and the present
value of estimated future cash flows, discounted at
the financial asset’s original effective interest rate (i.e.
effective interest rate computed at initial recognition
of these assets).

If in a subsequent period the amount of an
impairment loss decreases and the decrease can
be linked objectively to an event occurring after the
impairment loss was recognised, the impairment loss
is reversed through profit or loss. A reversal of an
impairment loss shall not result in the asset’s carrying
amount exceeding that which would have been
determined had no impairment loss been recognised
in prior years.

- For available-for-sale securities, the cumulative loss
that had been recognised directly in equity is
removed from equity and is recognised in profit or
loss. The amount of the cumulative loss that is
recognised in profit or loss is the difference between
the acquisition cost (net of any principal repayment
and amortisation) and current fair value, less any
impairment loss on the asset previously recognised
in profit or loss.
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31 December 2005 (Expressed in Renminbi)
ZZETRFE+ZA=1+—HILFE UARKE)
2. SIGNIFICANT ACCOUNTING POLICIES (continued) 2. FESFHEBX (@)
() Impairment of assets (continued) (i) EEREG
() Impairment of investments in debt and equity securities ()  REBRRAZESZ BEREME
and other receivables (continued) Wi, 2 i E ()
Impairment losses recognised in profit or loss in respect A ERAESF MR EREA
of available-for-sale equity securities are not reversed R REEE - WENERRA
through profit or loss. Any subsequent increase in the fair B - HezSEE A THE Y
value of such assets is recognised directly in equity. o HEEREETER o
Impairment losses in respect of available-for-sale debt ERER A TFEILIN - BARE
securities are reversed if the subsequent increase in fair BRI EE RE B E 2 Bt
value can be objectively related to an event occurring after AR - Al EE A HEEE
the impairment loss was recognised. Reversals of BEH OREEBE - RZEBEAT
impairment losses in such circumstances are recognised BE 2 REEE - AR ERERARE
in profit or loss. Ao
(i) Impairment of other assets (i) EMEERE
Internal and external sources of information are reviewed REEE AEZAZRINBERIR
at each balance sheet date to identify indications that the IR R N EERGLIVRE
following assets may be impaired or expect in the case of SHEEMS - SRR R EE
goodwill, an impairment loss previously recognised no BRESTBFESELERD
longer exists or may have decreased:
- property, plant and equipment (other than properties —  YE - EBEREECERE
carried at revalued amounts); REGFEYR M)
- land lease prepayments classified as being held — MHELi (BEAKRLENR
under an operating lease; Ei5H) 2BfRIE
- intangible assets; - ERAE:
= investments in subsidiaries; and — RHBARZIRE &
- goodwill. - EE
If any such indication exists, the asset’s recoverable amount WFEHAIZERR - AlfhEtEE
is estimated. In addition, for goodwill, intangible assets ZEIWEISEE o EHN - BhEEE KM
that are not yet available for use and intangible assets that RAJ A 2 & E R EEE A
have indefinite useful lives, the recoverable amount is FRFHCEFEEMNS © T
estimated annually whether or not there is any indication DRENR - g EFEHEtr ke
of impairment. i
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(i) Impairment of assets (continued)
(i) Impairment of other assets (continued)

Calculation of recoverable amount

The recoverable amount of an asset is the greater
of its net selling price and value in use. In assessing
value in use, the estimated future cash flows are
discounted to their present value using a pre-tax
discount rate that reflects current market
assessments of time value of money and the risks
specific to the asset. Where an asset does not
generate cash inflows largely independent of those
from other assets, the recoverable amount is
determined for the smallest group of assets that
generates cash inflows independently (i.e. a cash-
generating unit).

Recognition of impairment losses

An impairment loss is recognised in profit or loss
whenever the carrying amount of an asset, or the
cash-generating unit to which it belongs, exceeds
its recoverable amount. Impairment losses
recognised in respect of cash-generating units are
allocated first to reduce the carrying amount of any
goodwill allocated to the cash-generating unit (or
group of units) and then, to reduce the carrying
amount of the other assets in the unit (or group of
units) on a pro rata basis, except that the carrying
value of an asset will not be reduced below its
individual fair value less costs to sell, or value in use,
if determinable.

Reversals of impairment losses

In respect of assets other than goodwill, an
impairment loss is reversed if there has been a
favourable change in the estimates used to
determine the recoverable amount. An impairment
loss in respect of goodwill is not reversed.

A reversal of impairment losses is limited to the
asset’s carrying amount that would have been
determined had no impairment loss been recognised
in prior years. Reversals of impairment losses are
credited to profit or loss in the year in which the
reversals are recognised.
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Notes to the Financial Statement
B A% 3R 3 M EE

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

0]

(k)

o

(m)

Inventories
Inventories are carried at the lower of cost and net realisable
value.

Cost is calculated using the weighted average cost formula and
comprises all costs of purchase, costs of conversion and other
costs incurred in bringing the inventories to their present location
and condition.

Net realisable value is the estimated selling price in the ordinary
course of business less the estimated costs of completion and
the estimated costs necessary to make the sale.

When inventories are sold, the carrying amount of those
inventories is recognised as an expense in the period in which
the related revenue is recognised. The amount of any write-down
of inventories to net realisable value and all losses of inventories
are recognised as an expense in the period in which the write-
down or loss occurs. The amount of any reversal of any write-
down of inventories, is recognised as a reduction in the amount
of inventories recognised as an expense in the period in which
the reversal occurs.

Trade and other receivables

Trade and other receivables are initially recognised at fair value
the thereafter stated at amortised cost less impairment losses
for bad and doubtful debts (see note 2(i)), except where the
receivables are interest-free loans made to related parties without
any fixed repayment terms or the effect of discounting would be
immaterial. In such cases, the receivables are stated at cost less
impairment losses for bad and doubtful debts (see note 2(i)).

Trade and other payables

Trade and other payables are initially recognised at fair value and
thereafter stated at amortised cost unless the effect of discounting
would be immaterial, in which case they are stated at cost.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand,
demand deposits with banks and other financial institutions, and
short-term, highly liquid investments that are readily convertible
into known amounts of cash and which are subject to an
insignificant risk of changes in value, having been within three
months of maturity at acquisition. Bank overdrafts that are
repayable on demand and form an integral part of the Group’s
cash management are also included as a component of cash
and cash equivalents for the purpose of the consolidated cash
flow statement.
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(n)
M

(i)

(i)

Employee benefits

Salaries, annual bonuses, paid annual leave and the cost
of non-monetary benefits are accrued in the year in which
the associated services are rendered by employees. \Where
payment or settlement is deferred and the effect would be
material, these amounts are stated at their present values.

Contributions to Mandatory Provident Funds are required
under the Hong Kong Mandatory Provident Fund Schemes
Ordinance and mandatory central pension schemes
organised by the PRC government are recognised as an
expense in the income statement as incurred.

The fair value of share options granted to employees is
recognised as an employee cost with a corresponding
increase in a share option reserve within equity. The fair
value is measured at grant date using Black-Scholes Option
Pricing Model, taking into account the terms and conditions
upon which the options were granted. Where the
employees have to meet vesting conditions before
becoming unconditionally entitled to the share options, the
total estimated fair value of the share options is spread
over the vesting period, taking into account the probability
that the options will vest.

During the vesting period, the number of share options
that is expected to vest is reviewed. Any adjustment to
the cumulative fair value recognised in prior years is
charged/credited to the profit or loss for the year of the
review, unless the original employee expenses qualify for
recognition as an asset, with a corresponding adjustment
to the share option reserve. On vesting date, the amount
recognised as an expense is adjusted to reflect the actual
number of share options that vest (with a corresponding
adjustment to the share option reserve) except where
forfeiture is only due to not achieving vesting conditions
that relate to the market price of the Company’s shares.
The equity amount is recognised in the share option reserve
until either the option is exercised (when it is transferred to
the share premium account) or the option expires (when it
is released directly to retained profits).
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B A% 3R 3 M EE

2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(o)

Income tax

Income tax for the year comprises current tax and movements
in deferred tax assets and liabilities. Current tax and movements
in deferred tax assets and liabilities are recognised in profit or
loss except to the extent that they relate to items recognised
directly in equity, in which case they are recognised in equity.

Current tax is expected tax payable on taxable income for the
year, using tax rates enacted or substantively enacted at the
balance sheet date, and any adjustment to tax payable in respect
of previous years.

Deferred tax assets and liabilities arise from deductible and taxable
temporary differences respectively, being the differences between
the carrying amounts of assets and liabilities for financial reporting
purposes and their tax bases. Deferred tax assets also arise from
unused tax losses and unused tax credits.

Apart from certain limited exceptions, all deferred tax liabilities,
and all deferred tax assets to the extent that it is probable that
future taxable profits will be available against which the asset
can be utilised, are recognised. Future taxable profits that may
support the recognition of deferred tax assets arising from
deductible temporary differences include those that will arise from
the reversal of existing taxable temporary differences, provided
those differences relate to the same taxation authority and the
same taxable entity, and are expected to reverse either in the
same period as the expected reversal of the deductible temporary
difference or in periods into which a tax loss arising from the
deferred tax asset can be carried back or forward. The same
criteria are adopted when determining whether existing taxable
temporary differences support the recognition of deferred tax
assets arising from unused tax losses and credits, that is, those
differences are taken into account if they relate to the same
taxation authority and the same taxable entity, and are expected
to reverse in a period, or periods, in which the tax loss or credit
can be utilised.
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(o)

Income tax (continued)

The limited exceptions to recognition of deferred tax assets and
liabilities are those temporary differences arising from goodwill
not deductible for tax purposes, the initial recognition of assets
or liabilities that affect neither accounting nor taxable profit
(orovided they are not part of a business combination), and
temporary differences relating to investments in subsidiaries to
the extent that, in the case of taxable differences, the Group
controls the timing of the reversal and it is probable that the
differences will not reverse in the foreseeable future, or in the
case of deductible differences, unless it is probable that they will
reverse in the future.

The amount of deferred tax recognised is measured based on
the expected manner of realisation or settlement of the carrying
amount of the assets and liabilities, using tax rates enacted or
substantively enacted at the balance sheet date. Deferred tax
assets and liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed at each
balance sheet date and is reduced to the extent that it is no
longer probable that sufficient taxable profit will be available to
allow the related tax benefit to be utilised. Any such reduction is
reversed to the extent that it becomes probable that sufficient
taxable profit will be available.

Additional income taxes that arise from the distribution of
dividends are recognised when the liability to pay the related
dividends is recognised.
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(o)

(p)

Income tax (continued)

Current tax balances and deferred tax balances, and movements
therein, are presented separately from each other and are not
offset. Current tax assets are offset against current tax liabilities,
and deferred tax assets against deferred tax liabilities if the
Company or the Group has the legally enforceable right to set off
current tax assets against current tax liabilities and the following
additional conditions are met:

- in the case of current tax assets and liabilities, the Company
or the Group intends either to settle on a net basis, or to
realise the asset and settle the liability simultaneously; or

- in the case of deferred tax assets and liabilities, if they
relate to income taxes levied by the same taxation authority
on either:

- the same taxable entity; or

— different taxable entities, which, in each future period in
which significant amounts of deferred tax liabilities or assets
are expected to be settled or recovered, intend to realise
the current tax assets and settle the current tax liabilities
on a net basis or realise and settle simultaneously.

Provisions and contingent liabilities

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

(p) Provisions and contingent liabilities (continued)

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

(@) Revenue recognition
Provided it is probable that the economic benefits will flow to the
Group and the revenue and costs, if applicable, can be measured
reliably, revenue is recognised in the income statement as follows:

(i) Sales of software and hardware
Revenue is recognised when the Group has transferred to
the customer the significant risks and rewards of ownership
of the goods. Revenue excludes value added and business
taxes, and is after deduction of any goods returns and
trade discounts.

(i) Network construction services
Revenue from network construction services is recognised
when the installation work is completed and the customer
has accepted the goods and services together with
significant risks and rewards of ownership.

(i) Income from provision of maintenance and other services
Revenue from maintenance and other services is
recognised at the time when the service is performed.

(iv)  Dividends
- Dividend income from unlisted investments is
recognised when the shareholders’ rights to receive
payment is established.

= Dividend income from listed investments is
recognised when the share price of the investments
goes ex-dividend.

(v)  Interest income
Interest income is recognised as it accrues using the
effective interest method.

(vi)  Value added tax refunds
Value added tax refunds is recognised when the
acknowledgement of refunds from the Tax Bureau has been
received.
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Notes to the Financial Statement
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(a)

(s)

Revenue recognition (continued)

(vii)  Government grants
Government grants are recognised in the balance sheet
initially as deferred income when there is reasonable
assurance that they will be received and that the Group
will comply with the conditions attaching to them. Grants
that compensate the Group for expenses incurred are
recognised as revenue in profit or loss on a systematic
basis in the same periods in which the expenses are
incurred. Grants that compensate the Group for the cost
of an asset are recognised in profit or loss as revenue on a
systematic basis over the useful life of the asset.

Warranty costs
Warranty costs are charged to the income statement when
incurred.

Translation of foreign currencies

ltems included in the financial statements of each of the Group’s
entities are measured using the currency of the primary economic
environment in which the entity operates (the “functional
currency”). The consolidated financial statements are presented
in Renminbi, which is the Group’s presentation currency. The
functional currency of the Company is Hong Kong dollars and
the presentation currency is Renminbi. The reason for using
Renminbi as a presentation currency of the Company is that the
functional currency of the substantive entities within the Group is
Renminbi.

Foreign currency transactions during the year are translated at
the foreign exchange rates ruling at the transaction dates.
Monetary assets and liabilities denominated in foreign currencies
are translated at the foreign exchange rates ruling at the balance
sheet date. Exchange gains and losses are recognised in profit
or loss.

Non-monetary assets and liabilities that are measured in terms
of historical cost in a foreign currency are translated using the
foreign exchange rates ruling at the transaction dates. Non-
monetary assets and liabilities denominated in foreign currencies
that are stated at fair value are translated using the foreign
exchange rates ruling at the dates the fair value was determined.

The results of foreign operations are translated into Renminbi at
the exchange rates approximately the foreign exchange rates
ruling at the dates of the transactions. Balance sheet items,
including goodwill arising on consolidation of foreign operations
acquired on or after 1 January 2005, are translated into Renminbi
at the foreign exchange rates ruling at the balance sheet date.
The resulting exchange differences are recognised directly in a
separate component of equity. Goodwill arising on consolidation
of a foreign operation acquired before 1 January 2005 is translated
at the foreign exchange rate that applied at the date of acquisition
of the foreign operation.
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)

(s)

®

(u)

Translation of foreign currencies (continued)

On disposal of a foreign operation, the cumulative amount of the
exchange differences recognised in equity which relate to that
foreign operation is included in the calculation of the profit or
loss on disposal.

Related parties

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

Segment reporting

A segment is a distinguishable component of the Group that is
engaged either in providing products or services (business
segment), or in providing products or services within a particular
economic environment (geographical segment), which is subject
to risks and rewards that are different from those of other
segments.

In accordance with the Group’s internal financial reporting system,
the Group has chosen business segment information as the
primary reporting format and geographical segment information
as the secondary reporting format for the purposes of these
financial statements.

Segment revenue, expenses, results, assets and liabilities include
items directly attributable to a segment as well as those that can
be allocated on a reasonable basis to that segment. For example,
segment assets may include inventories, trade receivables and
property, plant and equipment. Segment revenue, expenses,
assets, and liabilities are determined before intra-group balances
and intra-group transactions are eliminated as part of the
consolidation process, except to the extent that such intra-group
balances and transactions are between group entities within a
single segment. Inter-segment pricing is based on similar terms
as those available to other external parties.

Segment capital expenditure is the total cost incurred during the
period to acquire segment assets (both tangible and intangible)
that are expected to be used for more than one period.

Unallocated items mainly comprise financial and corporate assets,
interest-bearing loans, borrowings, tax balances, corporate and
financing expenses.
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3. CHANGES IN ACCOUNTING POLICIES 3. B HEZ#F
The following new and revised HKFRSs are relevant for the Group’s AN AR B 2 B i AR A 2 T E T R A& 1E
financial statements and are adopted for the first time for the current R BB ISRRER - WHRAFEMBHREKP
year’s financial statements: BIRERAN
HKAS 1 Presentation of Financial Statements BAEERE1R BifsiE 2 25
HKAS 7 Cash Flow Statements BRETERETR Renek
HKAS 8 Accounting Policies, Changes in Accounting BAQHERER SHBE i cE2E
Estimates and Errors Eih
HKAS 10 Events after the Balance Sheet Date BASHENEI0R BEERBERANEEE
HKAS 12 Income Taxes BREiEAE125 FiaR
HKAS 14 Segment Reporting BREiEAF 145 DERE
HKAS 16 Property, Plant and Equipment BAGERE165 VER B
HKAS 17 Leases BRI EAEITH HE
HKAS 18 Revenue BR e EAE185 e
HKAS 19 Employee Benefits R G RAF19% EETREH
HKAS 21 The Effects of Changes in Foreign Exchange Rates R AL SMEfEREE) 8
HKAS 24 Related Party Disclosures EEasrEl|Fo4%n BEHRE
HKAS 26 Accounting and reporting by retirement benefit plans BB QERFE65 RIMEFIFIBIZ @R RE RS
HKAS 27 Consolidated and Separate Financial Statements BAQHERNETT 6 RB M EERR
HKAS 32 Financial Instruments: Disclosure and Presentation BAQHEREIN SRIE : RERE]
HKAS 33 Earnings per Share BREEAIFI3H BREH
HKAS 36 Impairment of Assets B ERZE365 BERE
HKAS 37 Provisions, Contingent Liabilities and Contingent ARG EAIEITH B IRBRRINEE
Assets
HKAS 38 Intangible Assets BAQHERZE38T B EAE
HKAS 39 Financial Instruments: Recognition and Measurement BREEAFIR TRIA  BARGE
HKFRS 2 Share-based Payment EROERMENENE  URHATZER
HKFRS 3 Business Combinations ERUTRRERER  EBAH

The adoption of HKASs 7, 8, 10, 12, 14, 16, 18, 19, 21, 24, 26, 32, 33,
36, 37 and 39 has had no material impact on the Group’s accounting

RNESSTERE7 810121416
18192124 26323336 37%39
R WAEE SRR ESATE  BY

policies and the methods of computation, presentation and disclosures
in the Group’s consolidated financial statements. The major effects on
adoption of the other HKFRSs are summarised as follows:

(@) HKAS 1 - Presentation of Financial Statements
HKAS 1 requires the new disclosures to be made in these financial
statements. Accordingly, the Group is no longer permitted not to
disclose comparative information on movements in property, plant
and equipment.

Apart from the above changes, HKAS 1 also requires the
disclosure of judgements (apart from those involving estimations)
and key assumptions concerning the future and other sources
of estimation uncertainty. These disclosures are detailed in note
4 to the financial statements.
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3. CHANGES IN ACCOUNTING POLICIES (continued)

(b)

(c)

(d)

HKSAS 27 - Consolidated and Separate Financial
Statements

In prior years, minority interests at the balance sheet date were
presented in the consolidated balance sheet separately from
liabilities and as a deduction from net assets. Minority interests
in the results of the Group for the year were also separately
presented in the income statement as a deduction before arriving
at the loss/profit attributable to shareholders (the equity
shareholders of the Company).

In order to comply with HKAS 1 and HKAS 27, minority interests
at the balance sheet date are presented in the consolidated
balance sheet within equity, separately from the equity attributable
to the equity shareholders of the Company, and minority interests
in the results of the Group for the period are presented on the
face of the consolidated income statement as an allocation of
the total profit or loss for the period between the minority interests
and the equity shareholders of the Company. The presentation
of minority interests in the consolidated income statement,
consolidated balance sheet and statement of changes in equity
for the comparative year has been restated accordingly.

HKAS 17 - Leases

The adoption of HKAS 17 has resulted in a change in accounting
policy relating to leasehold land. Leasehold land and buildings
were previously carried at cost less accumulated depreciation
and impairment loss. Following the adoption of HKAS 17, the
Group’s leasehold interest in land and buildings are separated
into leasehold land and leasehold buildings. The Group’s
leasehold land is classified as an operating lease, because the
title of the land is not expected to pass to the Group by the end
of the lease term, and is reclassified from property, plant and
equipments to land lease prepayments, while leasehold buildings
continue to be classified as part of property, plant and equipment.
Land lease prepayments under operating leases is initially stated
at cost and subsequently amortised on the straight-line basis
over the lease terms.

The effects of the above changes are summarised in notes 3(f)
to 3(h) to the financial statements. In accordance with the
transitional provisions of HKAS 17, comparative amounts on the
balance sheets for the year ended 31 December 2004 have been
restated to reflect the reclassification of leasehold land.

Employee share option scheme (HKFRS 2 - Share-based
payment)

In prior years, no amounts were recognised when employees
(which term includes directors) were granted share options over
shares in the Company. If the employees chose to exercise the
options, the nominal amount of share capital share premium were
credited only to the extent of the option’s exercise price receivable.

31 December 2005 (Expressed in Renminbi)
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3. CHANGES IN ACCOUNTING POLICIES (continued)

(d)

(e)

Employee share option scheme (HKFRS 2 - Share-based
payment) (continued)

With effect from 1 January 2005, in order to comply with HKFRS
2, the Group has adopted a new policy for employee share
options. Under the new policy, the Group recognises the fair value
of such share options as an expense with a corresponding
increase recognised in a share option reserve within equity. Further
details of the new policy are set out in note 2(n(ii).

The new accounting policy has been applied retrospectively with
comparative restated, except that the Group has taken advantage
of the transitional provisions set out in HKFRS 2, under which
the new recognition and measurement policies have not been
applied to the following grants of options:

(@  all options grants to employees on or before 1 November
2002; and

(b)  all options granted to employees after 7 November 2002
but which had vested before 1 January 2005.

The adjustments for each financial statement line affected are
set out in notes 3(f) to 3(h). No adjustments to the opening
balances as at 1 January 2004 are required as no options existed
at that time which were unvested at 1 January 2005.

Details of the employee share option scheme are set out in note
30.

Amortisation of positive and negative goodwill (HKFRS
3 - Business combinations, HKAS 36 - Impairment of
assets and HKAS 38 - Intangible assets)

(i) Amortisation of goodwill
In prior periods:

= positive goodwill was amortised on a straight line
basis over its useful life and was subject to
impairment testing when there were indications of
impairment; and

- negative goodwill which arose was amortised over
the weighted average useful life of the depreciable/
amortisable non-monetary assets acquired, except
to the extent it related to identified expected future
losses as at the date of acquisition. In such cases it
was recognised in the income statement as those
expected losses were incurred.

Shine Software (Holdings) Limited Annual Report 2005
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3. CHANGES IN ACCOUNTING POLICIES (continued)

(e)

U]

Amortisation of positive and negative goodwill (HKFRS
3 - Business combinations, HKAS 36 - Impairment of
assets and HKAS 38 - Intangible assets) (continued)

()

Amortisation of gooadwill (continued)

With effect from 1 January 2005, in order to comply with
HKFRS 3, HKAS 36 and HKAS 38, the Group has changed
its accounting policies relating to goodwill. Under the new
policy, the Group no longer amortises positive goodwill
but tests it at least annually for impairment. Also with effect
1 January 2005 and in accordance with HKFRS 3, if the
fair value of the net assets acquired in a business
combination exceeds the consideration paid (i.e. an
amount arises which would have been known as negative
goodwill under the previous accounting policy), the excess
is recognised immediately in profit or loss as it arises.
Further details of these new policies are set out in note
2(d).

The new policy in respect of the amortisation of positive
goodwill has been applied prospectively in accordance with
the transitional arrangements under HKFRS 3. The
adjustments for each consolidated financial statement line
affected for the year ended 31 December 2005 are set
out in notes 3(f) to 3 (h).

The effects of changes in the above accounting policies
described above on the results for the current and prior

year are as follows:

Non-amortisation of negative goodwill FE# 5 & w2
Recognition of share based payments as expenses #5 LARK(D £

RZ N HRIER BRI

Decrease in profit for the year F A% A3 4>

31 December 2005 (Expressed in Renminbi)
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31 December 2005 (Expressed in Renminbi)
ZZETRFE+ZA=1+—HILFE UARKE)
3. CHANGES IN ACCOUNTING POLICIES (continued) 3. BIEHEZz#F (&)
(g9 The cumulative effects of the application of the new (99 R=-ZETENUF+_A=+—HR=-ZZT
HKFRSs on 31 December 2004 and 1 January 2005 are EF—A—BEAHEENERREL
summarised below: ZRTTHERMMMT ¢
As at 31
December As at 31 As at
2004 Retrospective December Prospective 1 January
(as previously adjustments 2004 adjustments 2005
The Group reported) HKAS 1 HKAS 17 HKFRS 2 (restated) HKAS 36 (restated)
RZBBME R-BEME
+=A EHERE +=A BHAE W-ZTHf
Er=" ERgd EREN BAUBHE Er=F EAg —A—-8
A5H (BUAEEH  EREE  RASITE  RRE (7)) %RI%365 (E51)

RMB'000  RMB'000  RMBO00  RMB000  RMB000  RMB'000  RMB'00O
ARBTR  ARETR ARETT ARETT AREBTR ARETR ARETR

Balance sheet items EE&EXEH
Property, plant and equipment

mx - BERRME 6,099 - (1829) - 4270 - 4,270
Land lease prepayments i ST 308 - - 1,829 - 1,829 - 1,829
Goodwil 2 (472) - - - (472) 472 -
Other net assets 1 B FE 42,048 - - - 42,048 - 42,048
Total effects on assets and

liabilties #EE R B ez X2 47,675 - - - 47,675 472 48,147
Share capital &7 5,014 - - - 5,014 - 5,014
Retained profits /R & & 7 6,786 - - (234) 6,552 472 7,024
Share option reserve FERR E R4/ - - - 234 234 = 234
Other reserves Eft1 Fff 36,720 - - - 35,720 - 35,720
Minority interests V> # R & - 155 - - 155 - 155
Total effects on equity £#E % < B E 47,520 155 - - 47,675 472 48,147
Minority interests D&k & # 2 155 (155) - - - - -

As at 31 As at

December 2004 Retrospective 31 December

(as previously adjustments 2004

The Company A2 &) reported) HKFRS 2 (restated)

R-ZEME  EYMREE R-ZEDRF
tZA=t—HB HEMEHE t-A=t—H

(BUEER) R 5285 (E51)

RMB’000 RMB’000 RMB’000

ARETT ARETIT AREFT

Net assets & &=)5E 34,338 219 34,557
Share capital Bz 5,014 - 5,014
Accumulated losses 251E1E (5,521) (15) (5,536)
Share option reserve BERXE - 234 234
Share premium {538 34,845 = 34,845
Total effects on equity ¥4 2 B2 34,338 219 34,557
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CHANGES IN ACCOUNTING POLICIES (continued)
(h) The financial effects of the application of the new HKFRSs
to the Group’s equity on 1 January 2004 are summarised

as follows:

Share capital A& Z<
Other reserves E
Minority interests 4> A% B 25

Total effects on equity ¥~ # 5 2

CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY

In the process of applying the Group’s accounting policies which are
described in note 2, management has made the following judgments
that have significant effect on the amounts recognised in the financial
statements. 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 also
discussed below.

Impairment of property, plant and equipment, land lease
prepayments and intangible assets

In determining whether an asset is impaired or the event previously
causing the impairment no longer exists, the Group has to exercise
judgement in the area of asset impairment, particularly in assessing: (i)
whether an event has occurred that may affect the asset value or such
event affecting the asset value has not been in existence; (i) whether
the carrying value of an asset can be supported by the net present
value of future cash flows which are estimated based upon the continued
use of the asset or derecognition; and (iii) the appropriate key
assumptions to be applied in preparing cash flow projections including
whether these cash flow projections are discounted using an appropriate
rate. Changing the assumptions selected by management to determine
the level of impairment, including the discount rates or the growth rate
assumptions in the cash flow projections, could materially affect the
net present value used in the impairment test. The Group determines
whether an asset is impaired at least on an annual basis or where an
indication of impairment exists. This requires an estimation of the value
in use of the asset. Estimating the value in use requires the Group to
make an estimate of the expected future cash flows from the assets
and also to choose a suitable discount rate in order to calculate the
present value of those cash flows.

3.

4,
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ZZTRFE+ZA=+—HILFE UAREE)

SR ERERZE2H (&)

(hy R=ZZTEF—HA—B ERAHEEY
BERBEANAEERES X EXER
BT

As
previously Retrospective As
reported  adjustments restated
RMB’000 RMB’000 RMB’000
RBE2R  EREEE =3
ARETT ARETT ARBTT
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

Impairment of receivables

The policy for impairment on receivables of the Group is based on the
evaluation of collectability and aging analysis of accounts and on
management’s judgment. A considerable amount of judgment is
required in assessing the ultimate realisation of these receivables,
including the current creditworthiness and the past collection history of
each customer. If the financial conditions of customers of the Group
were to deteriorate, resulting in an impairment of their ability to make
payments, additional impairment may be required.

TURNOVER

The Company is an investment holding company. The principal activities
of the Group are development of computer software, resale of hardware,
provision of system integration and maintenance.

Turnover represents the sales value of goods supplied and services
provided to customers, which excludes value-added and business
taxes, and is after deduction of any goods returns and trade discounts.
The amount of each significant category of revenue recognised in
turnover during the year is as follows:

Sales of software Eif4 e

Sales of hardware 8 {4345

Network construction services fees 484% T2 RIS B
Maintenance and other services fees 4 & & £ th AR 75 Uk 2

Shine Software (Holdings) Limited Annual Report 2005
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6. OTHER REVENUE AND NET INCOME 6.

Other revenue H gz
Interest income from bank deposits $R177F %A B U A
Interest income from others E b F S Uz A
Value-added tax refunds & {EFEFt
Government grants received 2 BT 284
Dividend income from listed securities 38 % 2 I S A
Others Efth

Other net income H Al A F5E
Net realised and unrealised gains on#& % < & £33 &
trading securities 7 &35 & Fl 558

EEEE
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ZZETRFE+ZA=1+—HILFE UARKE)
7. PROFIT BEFORE TAXATION 7. BR®ADGZ A
Profit before taxation is arrived at after charging/(crediting): BREADEFIE IR GEA) THI&E
2005 2004
—EEREF —EEME
RMB’000 RMB’000
ARET T ARET T
(restated)
(&%)
(a) Staff costs B TR A
Salaries, wages and other benefits ¥4 + T& & H 27| 14,860 12,529
Employee share option benefits & & Bk #E2 7 393 234
Retirement benefit scheme contributions JE &A@ A5t & 7k 727 610
Total staff costs * 48 8 T 7" 15,980 13,373
Less: Amount capitalised as development costs J& : BE1EFIZS KN 2 F/IE (3,079) (5,290)
12,901 8,083
(b) Other items EEE
Cost of inventories sold and services rendered * & H 17 & R IR AR 2 Ak A 10,748 4,832
Amortisation of intangible assets 74 = # £ 5,450 1,287
Amortisation of negative goodwill B 7% 2 & = (125)
Amortisation of positive goodwill 1E 2 2 §5 - 5
Auditors’ remuneration 1z ZXEM 5 379 351
Depreciation # #T&* 1,361 1,380
Less: Amount capitalised as development costs J& : BEVEFIZAR 2N 2 2038 (255) (396)
1,106 984
Amortisation of land lease prepayments b8 & 781+ FRIE k8 87 32
Operating lease charges in respect of land 3t R EF 2
and buildings &4 47%E F 537 986
Impairment loss for bad and doubtful debts RE2 R IREE1E 3,700 -
Impairment loss on intangible assets & ERI{EE1E 483 -
Reversal of impairment loss for bad and doubtful debts 3 i i & /&5 18 # [ - (35)
Bad debts written off 2Bl $5 - 168
Loss on disposals of property, plant and equipment & %1% - #2s MR E 2 BB 134 177
Research costs #1755k 4 4,156 1,695
# Cost of inventories sold and services rendered includes staff costs # ELFERRHRS KA - BB ITRAL
of approximately RMB2,469,000 (2004: RMB1,041,000) and AR#2,469,000 T (ZZEZEMF : AR
depreciation expenses of approximately RMB38,000 (2004: 1,041,0007T) KT & F 2 49 A R#38,0007T
RMB28,000) that are also included in the respective total amounts (ZZZTmHF : AR¥28,0007T) © BT A Lt
disclosed separately above for each of these types of expenses. ERXERSEERTTRECAESEA -
=] Shine Software (Holdings) Limited Annual Report 2005
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8.

INCOME TAX IN THE CONSOLIDATED INCOME
STATEMENT

(a)

Taxation in the consolidated income statement represents:

Current tax - Provision for PRC B E%{18 — R E %
enterprise income tax Fi3%8i &5
Provided for the year 745 & B #&

Deferred tax JEFEFi 1B

Origination and reversal of temporary differences i 2 58 5 & & ¢ (@]

Notes:

No provision for Hong Kong profits tax has been made as the Group has
no estimated assessable profits for the years ended 31 December 2005
and 2004. Taxes on profits assessable elsewhere have been calculated
at the applicable rates of tax prevailing in the jurisdiction in which the
Group operates, based on existing legislation, interpretations and practices
in respect thereof during the year.

Fujian Shine Science Company Limited (“Fujian Shine Science”), which is
a subsidiary of the Company and obtained the approval from PRC tax
authority on 26 February 2003, is exempted from PRC enterprise income
tax for the two years starting from its first profit-making year after Fujian
Shine Science became a wholly foreign-owned enterprise, and is entitled
to a 50% relief on PRC enterprise income tax for the subsequent three
years. Accordingly, Fujian Shine Science is subject to PRC enterprise
income tax at a rate of 15% for the year ended 31 December 2005 and
no provision for PRC enterprise income tax has been made for the year
ended 31 December 2004.

Shanghai Shine Science Company Limited (“Shanghai Shine Science”),
which is a subsidiary of the Company and obtained a certificate of
“Software Enterprise” on 10 April 2002, is exempted from PRC enterprise
income tax for the two years starting from its first profit-making year, and
is entitled to a 50% relief on PRC enterprise income tax for the subsequent
three years. Accordingly, Shanghai Shine Science is subject to PRC
enterprise income tax at a rate of 7.5% for the year ended 31 December
2005. No provision for PRC enterprise income tax has been made for the
year ended 31 December 2004 as Shanghai Shine Science has no
estimated assessable profits for that year.

I

EEEN

31 December 2005 (Expressed in Renminbi)
ZZTRFE+ZA=+—HILFE UAREE)

mEWERZES

(a)

mEWmRZBIERE
2005 2004
—BRLE —TEms
RMB’000 RMB'000
ARMFR | ARETR
1,134 _
(673) 753
461 753

Wit -

MAAEEREE - TTRFR-TTME+
= A=+ — B A RERBRF - &
At A BTG BEE (81 - RIS
LIHE R EEREN BN - RERE
P+ BRI 2 BORE AR & 2 BT
GEE

RATME A RIEE B R AR A ) (1852
¥E)R-EZ=F—"F -+, xAEETEH
R - BREN B RSINEEEY
BRI AR S TP (E A S AN R B (b 3
FfS® + etk =4 A &R R50%F Bl (b3
FiS# - At - RBE=TTAF+=-A=+
—HILFE @ BRI B ERDIE15% M
EFREH  BRBE-_TTMF+=_A=+
—HIEFE - W B RS BE L
B -

ARRMEAR LB ERARAR ([ L&
MEDR_ZZ_FA+ ARG [EHRE]
EE - BEEENFEEER AR ERRE
PRSI - E (& = FRERIRME0%F Bk
P - Eilt - REBE—ZZRF+ A=+
—BIEFE - DEREARHET 5% BT
BIMXMSEHR - AR DENERBE—TEN
FrA=1—BIEFEYEEASRERS
A R0 R A B £ 3 TS AR AR
1 e

B (ER) BRRAT 2005 F3R)

e
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8.

INCOME TAX IN THE CONSOLIDATED INCOME
STATEMENT (Continued)

(a)

(b)

Taxation in the consolidated income statement represents:
(Continued)

No provision for PRC enterprise income tax has been made in
the financial statements of Fuzhou Xinyi Xinwangluo Network
Company Limited (“Xinwangluo”) and Shanghai Xingyishi
Management Consulting Company Limited (“Shanghai Xingyishi”),
subsidiaries of the Company, as Xinwangluo and Shanghai
Xingyishi have no estimated assessable profits for the years ended
31 December 2005 and 2004.

No provision for PRC enterprise income tax has been made in
the financial statements of Shenzhen Yinggitong Technology
Limited (‘Shenzhen Yingqgitong”), a subsidiary of the Company
and established in the year, as Shenzhen Yinggitong has no
estimated assessable profits for the year ended 31 December
2005.

Reconciliation between tax expense and accounting profit

31 December 2005 (Expressed in Renminbi)
ZZETRFE+ZA=1+—HILFE UARKE)

mEWmRZMER (&)

(a) HFEWBERZHIEE: (B

AR TN B A ABM ST BT B IR A
(B R L SRERERHDERA
A LEREH) REE-FFAFR-FF
P4+ = B =+— B LA R A AR B
F - BOREHTRE R DS RE S MR
S B 0 SEFAB AL A o

HRAAR ZMBARRYIMREBRRER
AR (TRINTIREAE]) (RFRKL) REE=
ZERF+ A=+ —HILFEWEEFER
B Al ORI TR 2 B R R
BIBEAS TR B -

(b) ZERABRFHEHEMZESTHEF

at applicable tax rates: 2R :
2005 2004
—EThRF —ETNF
RMB’000 % RMB’000 %
ARETT BoL ARETTT Botk
(restated)
(&71)
Profit before taxation B& %5 BT Kl 1,399 657
Notional tax on profit before tax, calculated 3@ F &7 =&
at the applicable rate 5+ 2 BRT Al F B &R B 1A 462 33.0 217 33.0
Tax effect of non-deductible 7~ AT 13RI FESZ 2
expenses Fii% o2 595 42,5 356 54.2
Tax effect of non-taxable FE/E R F Uz~
revenue Fii% & (831) (59.4) (365) (55.6)
Tax effect of unused tax losses &2 1 7 &
not recognised Fi 18 &5 18 2 T 15 52 2 677 48.4 703 107.0
Tax effect of utilization of tax KRR
loss not recognised % TE &5 18 2 Bt 75 57 28 (25) (1.8) = =
Effect of different tax rates of AN E Ak & 2 &
companies of the Group T RIFi R 7 72 (417) (29.8) (227) (34.6)
Others EAtb - - 69 10.5
Actual tax expense B B 18 5T 461 32.9 753 114.5
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31 December 2005 (Expressed in Renminbi)
ZZTRFE+ZA=+—HILFE UAREE)
9. DIRECTORS’ REMUNERATION 9. EEMe
Directors’ remuneration disclosed pursuant to section 161 of the Hong RIBEBRATUEHIE 1618 IEE 2 EEHS 0
Kong Companies Ordinance is as follows: ™
2005 2004
—ETREF —EETYF
RMB’000 RMB’000
ARETT AREBT T
(restated)
(&%)
Fees %@/ﬁ 240 195
Salaries and other emoluments %4 Kz E th - Bl 1,162 1,268
Bonus 1EAT 124 =
Employee share option benefits {& & B A& tE2F 51 15
Retirement benefit scheme contributions R RAEH 5T 21 7k 18 13
1,595 1,491
Details of directors’ remuneration by individuals are as follows: BARALTZEEMMESEIBHT -

Employee  Retirement

Salaries share benefit
and other option scheme

Fees benefits Bonus benefit contributions Total
E N EEBR RIER

ik Hip3g# 4 R FTEIfRR @t

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARBTT ARETT ARETR ARBTT ARETR

Executive directors #{TE%E

GuYun EEE - 217 37 - 3 257
Qiu Yixin 8 —Cx = 304 37 - 3 344
Ye Jinxing 5 <& £ - 157 23 - 3 183
Li Xiaoyuan Z=/)\JT - 37 - - 3 40
Jiang Yulai jT & 2 - 173 27 - 3 203
Chen Yunrong FR=#4 - 274 - - 3 277
Non-executive director #H{TES

Chen Qun PR E¥ 21 = = - = 21
Independent non-executive directors

BYFHTES

Choy Tak Ho 2725 73 - - 17 - 90
Liu Bo 2% 73 - - 17 - 90
Sin Ka Man YEZ% 8 73 - - 17 - 90
Total in 2005 R=EERF 7 #:t 240 1,162 124 51 18 1,595

MEEM (ER) BRATF 2005 F; as
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31 December 2005 (Expressed in Renminbi)
ZZETRFE+ZA=1+—HILFE UARKE)
9. DIRECTORS’ REMUNERATION (continued) EEME (&)
Employee  Retirement
Salaries share benefit
and other option scheme
Fees benefits Bonus benefit contributions Total
HeR EEBRE BIEEF
ik Hitn g AL & TR @5t
RMB’'000 RMB'000 RMB’000 RMB’'000 RMB'000 RMB’000
ARETT  AR%®TT ARETT ARETT ARETT ARETR
(restated)
(E51)
Executive directors H{TEE
Gu Yun EEE - 250 - - 3 253
Qiu Yixin £B— 10 - 242 - - - 242
Ye Jinxing 5 < £ - 228 - - 3 231
Li Xiaoyuan Z=/]\JT - 37 - - 2 39
Jiang Yulai ;T & 2R - 258 - - 2 260
Chen yunrong R =#a - 253 - - 3 256
Non-executive director EHTEE
Chen Qun FREE 21 = - = - 21
Independent non-executive directors
BYFHTES
Choy Tak Ho 2125 78 - - 5 - 83
Liu Bo 2% 78 - - B - 83
Siu Ka Man E &1 18 = = 5 - 23
Total in 2004 7S =Z T IY4F 7 4851 195 1,268 - 15 13 1,491

Certain directors were granted options to subscribe for shares in the
Company. The details of the share options granted and outstanding as
at 31 December 2005 and 2004 are disclosed under the paragraph
“Share Option Scheme” in the directors’ report and note 30.

During the years ended 31 December 2005 and 2004, no directors
waived any emoluments. No inducement payments to join or upon
joining the Group or as compensation for loss of office was paid or
payable to any director for the years ended 31 December 2005 and
2004.

Each of the executive directors entered into a service contract with the
Company for a term of three years and these contracts shall continue
thereafter until terminated by either party giving to the other not less
than three months’ notice in writing.

Shine Software (Holdings) Limited Annual Report 2005

ETESRRBREARBARRRN - K=
ZERER_FTOFt_A=t—HERHE
RIARITHERBRIE 2 BN EFT SRS [BE
T8l — B R M FES0A I FE

KRE-TTEFR_FEMF+-A=+—
ALLFE  MEEERRAANE - NEE=
TERFR-_TTME L -A=f—ALLF
E - A AR S RN E A MA AR
B I A2 SR A 2 S SR

BRTESRAREITERBEN  FHR=
FWERNERBEEER  BEEA—7
A% —HEETIR=(EAEEBRAN T AL
ALk -



Notes to the Financial Statement

B =
RS ELE: -
T
31 December 2005 (Expressed in Renminbi)
ZZTRFE+ZA=+—HILFE UAREE)
10. INDIVIDUALS WITH HIGHEST EMOLUMENTS 10. ESHAL
Of the five individuals with the highest emoluments, all (2004: four) are AEmERHALTH B (CZEZTWNE : UF)
directors whose emoluments are disclosed in note 9. For the year ended BER  HEZWERHFEE - REE=-Z
31 December 2004, the aggregate of the emoluments in respect of the THF+A=+—HIEFE  —&ENAL
one individual is as follows: ZMemeEnT
2005 2004
—EERF —ZETME
RMB’000 RMB’000
ARETT ARET T
Salaries and other emoluments ¥4 K £ {th B 4 - 456
Retirement benefit scheme contributions 3R RTE AT Sk - ©
- 465
During the years ended 31 December 2005 and 2004, no emoluments REZE_TTRAFR-_TTNF+_A=1—
were paid or payable to the five highest paid individuals (including HILFE @ SELfEEMeEEERE
directors and other employees) as inducement to join or upon joining HESENzAEZREFALTZEHE  (ERHR
the Group or as compensation for loss of office. For the year ended 31 BHINAKREESIMARNERR 2 EE 5155
December 2004, the emoluments of the one individual with the highest BERtmE c NEE—TETNF+_-_A=1+—H
emoluments are within the following band: IEFE —ZBHEaHd AT ZBMEN FATE
:
Number of individuals
A
2005 2004
—EERF —ZETME
RMB nil - RMB1,060,000 A REEZ 7T — A R#E1,060,0007T (K948 E 7
(equivalent to approximately HK$ nil to HK$1,000,000) &% 7t £ 1,000,000/ 7T) - 1
11. PROFIT/(LOSS) ATTRIBUTABLE TO EQUITY M. ARATREZRREMEF  (EHE)

SHAREHOLDERS OF THE COMPANY

The consolidated profit/(loss) attributable to equity shareholders of the
Company includes a loss of RMB3,634,000 (2004: RMB3,362,000 as
restated) which has been dealt with in the financial statements of the
Company.

ANARIESIRRERRA A, (B518) - 8
ERARRUBERREEZEEBARE
3,634,0007T (ZZZ U4 : ARYE3,362,0007C
(&%) -

MEEM (BR) BRATE 2005 Fik
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12. EARNINGS/(LOSS) PER SHARE

13.

(a)

(b)

Basic earnings/(loss) per share

The calculation of basic earnings/(loss) per share is based on
the profit attributable to equity shareholders of the Company of
approximately RMB938,000 (2004: a loss of RMB1,000 as
restated) and the weighted average of 473,000,000 (2004:
473,000,000) ordinary shares in issue during the year.

Diluted earnings/(loss) per share

There is no potential distribution of earnings/(loss) per share during
the year ended 31 December 2005 as the exercise price of the
Company'’s outstanding share option is higher than the average
market price per share of the Company.

There is no potential dilution of earnings/(loss) per share during
the year ended 31 December 2004.

SEGMENT REPORTING

Segment information is presented in respect of the Group’s business
segments. As all of the Group’s revenue and results were substantially
derived from the PRC, no geographical segment information is
presented.

Business segments
The Group comprises the following main business segments:

Software sales

Hardware sales

Sales of software relating to securities
and financial industries in the PRC

Sales of hardware

Network Provision of network construction services
construction

Provision of Provision of technical support
maintenance for its customers
and other
services
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12.

13.

I

e

31 December 2005 (Expressed in Renminbi)
ZZETRFE+ZA=1+—HILFE UARKE)

ZREHN, (BR)
(@) SREFBF (BR)

(b)

BRREARERN (E8) TR A aliEzsht
R R T A RE938,0007T (=2
PO4E : BB AREN ,0007T (7)) RER
B 31T 3B AR Nt 5 £473,000,000/%
—ZEPN4E : 473,000,0000%) 5TE -

SRBEER (H8)
BE_ZTAF+-_A=1—BL#HF
B ARARARITEBREZ1TEE
BARAEERNZFETERS @ &
HERaTN, (B8 LERESES -

BE_TTMFEL A=+ —HILEE
3 RS R (5H) -

7 &b 2 ¥},
DESEPHRARE Z XN HES] - HIRA%
B2 WS M EERBOTREPE - A ES
5l 4thfE 23 HEEHY ©

E% 0 E
AEE 2 T BEBARELE
IS HEHBEHEES
REeERERB 2N

PEIHIHE HER M
M T2 R TIZART
RRfRER AEEF R

H At IR i Sz % BR 7%

1 1 0]
EEEE
= [ ]
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13. SEGMENT REPORTING (continued) 13.

Business segments (continued)
(i) An analysis of the Group’s revenue and results by business
segments is as follows:

Revenue from external customers KB NREF 2 i
Software sales E {4555

Hardware sales @ {4446

Provision of network construction services He 4848 T2 AR
Provision of maintenance and other services 3245 & E b AR

Total revenue from external customers 3k B9NE R F 2 Uesia58

Other revenue E Atz
Software sales #{4+
Unallocated items R fic 72 B

Total other revenue H bl z5#8 %8

Total operating revenue A% & I z5 4258

Segment results 5 2P L&

Software sales #{4+

Hardware sales @ {445

Provision of network construction services 12t 4848 T2 IR7S
Provision of maintenance and other services Fe it 4 1& & H {th AR 7S

Unallocated operating income and expenses 7k 7 BRA& & g A K B 52

Profit from operations 444 7l
Income tax FrgHt

Profit/(loss) for the year £ A5,/ (E518)

(i) An analysis of the Group’s depreciation and amortisation by
business segments is as follows:

Depreciation and amortisation #72 & # 84

Software sales {4855

Hardware sales f& 4 #4 &

Provision of network construction services 12484 TI2ARS
Provision of maintenance and other services et 4 1& & H ith AR 7S
Unallocated assets #7 Bl & &=

31 December 2005 (Expressed in Renminbi)
ZZTRFE+ZA=+—HILFE UAREE)

2E 28], (&)

E a6 )
() AEERESSHE S 2 WEREED
TEAR

2005 2004

ZETRF ZERETE
RMB’000 RMB’000

AR¥T T ARBFIT
(restated)

(&%)

23,732 10,410

2,341 2,182

= 447

5,173 4,946

31,246 17,985

2,917 1,834

338 791

3,255 2,625

34,501 20,610

11,845 6,426

95 11

= 48

14,898 3,562

26,838 10,047
(25,439) (9,390)

1,399 657
(461) (753)
938 (96)

(i) AEREBERBOHFEDINERBHED

W
2005 2004
—ERHF —TTNF
RMB’000 RMB’000

AR®TT ARBETT

6,077 1,708
36 16
785 975
6,898 2,699

FEBM ER) BRRAT 2005 F3R
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13. SEGMENT REPORTING (continued)

Business segments (continued)

(i)

(iv)

An analysis of the Group’s assets and liabilities by business
segments is as follows:

Segment assets 5 EpE E

Software sales Z {45

Hardware sales & {4846

Provision of network construction services 12t 484& TIZARTS
Provision of maintenance and other services 324 45 & E b AR &

Unallocated assets &7 Bl & &

Total assets 42 & &

Segment liabilities 5 2B & &

Software sales # {4 $5%

Hardware sales & {444 &

Provision of network construction services 12t 484 TI2AR
Provision of maintenance and other services 3t 415 & E b IR 7S

Unallocated liabilities k2 B & &

Total liabilities 42 & &

An analysis of the Group’s capital and expenditure by business
segments is as follows:

Capital expenditure &< 3z

Software sales i+ iHE

Hardware sales f& {46

Provision of network construction services 24848 T2 AR
Provision of maintenance and other services R 4 & K H b IR 7%
Unallocated assets 7% it & &

Shine Software (Holdings) Limited Annual Report 2005
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31 December 2005 (Expressed in Renminbi)
ZZETRFE+ZA=1+—HILFE UARKE)

2 E 25, (&)

X0 E ()
(i) AEEREZSBE D EEREES
T -
2005 2004
—EEREF —ETF
RMB’000 RMB’000
AR®T T ARBFT
(restated)
(&%)
17,670 17,903
1,137 248
147 525
18,954 18,676
41,078 36,907
60,032 55,583
3,856 2,723
78 196
- 671
1,551 947
5,485 4,537
5,166 3,371
10,651 7,908
(v) AEEREBDIHEDZ2ERNRFZD
T -
2005 2004
—ERHF —TEMEF
RMB’000 RMB’000
AR®T T ARBTFTT
3,588 6,409
55 =
1,107 3,601
4,750 10,010
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31 December 2005 (Expressed in Renminbi)
—EERFE+A=+—BILFE UARESIE)
14. PROPERTY, PLANT AND EQUIPMENT 14. Y% - HBRXHE
(a) The Group (a) ZA&&EH
Furniture
Leasehold Leasehold Computer and Motor
buildings improvements equipment equipment vehicles Total
THREF HEXEEBIR EliRE HRARRE AE Fob
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETE ARETT ARETT ARETT ARBTT ARETR
Cost BfE
At1 January 2004 R=EZNFE—F—H
As previously reported 1A 23k 121 2,595 3,801 794 1,099 8,410

Reclassification to land lease X SR A BB &3t
prepayments upon ZERIE1 7578 EFT R

adoption of HKAS 17 A1t &M A (79) - - - - (79)
As restated 271 42 2,595 3,801 794 1,099 8,331
Additions A E
As previously reported A 23k 3,433 - 805 86 - 4,324

Reclassification to land lease R SR BB &3t
prepayments upon ZERI E1 7574 EFT AR

adoption of HKAS 17 ALt/ ETE(TFE (1,802) - - - = (1,802)
As restated E7| 1,631 - 805 86 - 2,522
Disposals & - (1,560) (120) (215) - (1,895)

At 31 December 2004 and 1 January 2005, as restated
RZEEMGE+=—A=+—HAR=ZEZTRF—A—H

(&%) 1,673 1,035 4,486 665 1,099 8,958
Exchange adjustments [ 5 F% - - = @) = 2)
Additions R E - 957 381 78 = 1,416
Disposals & = (1,035) (2,803) (57) (205) (4,100)
31 December 2005 R=ZERE+-F=1+—H 1,673 957 2,064 684 894 6,272
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31 December 2005 (Expressed in Renminbi)
—EERF+A=+—BILFE UARESIE)
14. PROPERTY, PLANT AND EQUIPMENT (continued) 14. 1% - #BEREHE (B)
(a) The Group (continued) (a) ZAE&EE (@
Furniture
Leasehold Leasehold Computer and Motor
buildings improvements equipment equipment vehicles Total
TiREF HEEBIR EiRE HRARRE bk @t

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETE AR®TT ARETT ARETRH
Accumulated depreciation 3t &

At1 January 2004 R=EZNFE—F—H
As previously reported A fEFT ik 31 1,653 2,178 249 281 4,392
Reclassification to land lease I ERHEE &5t
prepayments 2RI 5175712 B35F 1

upon adoption of HKAS 17 A+t EFBNIE (20) - - - - (20)
As restated E71| 11 1,653 2,178 249 281 4,372
Charge for the year R
As previously reported & A BTk 61 311 758 149 133 1,412

Reclassification to land IR EE S 51 E8|
lease prepayments upon FE175F A EFHAATHHE

adoption of HKAS 17 B3R (32) - - - - (32)

As restated E7| 29 311 758 149 133 1,380
Disposals th& - (932) (48) (84) = (1,064)
At 31 December 2004 and R —ZFENE+—A=+—HK

at 1 January 2005, as restated ~EZRHFE— A —H (8751) 40 1,082 2,888 314 414 4,688
Charge for the year £R S 84 197 818 131 131 1,361
Disposals (i & - (1,085) (2,659) 46) (194) (3,934)
31 December 2005 R=ZEERAF+-A=1—H 124 194 1,047 399 351 2,115
Net book value EEEE
At 31 December 2005 R=EERE+-F=1—H 1,549 763 1,017 285 543 4,157

At 31 December 2004 R=ZZEMF+=-A=1+—H

As previously reported AT 247 3,462 3 1,598 351 685 6,099
Net effect on adoption of £ E B & 148
HKAS 17 17325 F & (1,829) - - - - (1,829)
At restated &3] 1,633 3 1,598 351 685 4,270
Note: The balances in respect of leasehold buildings as at 1 January Bt ZRIFFRERR —EENE—F—H — %
2004, 31 December 2004 and 1 January 2005 as previously mE+—A=+—-\AR-—ZETHRFE— A0
reported included the land element of the leasehold properties, BT 4 aEAEYE Y L s
which is now disclosed as “land lease prepayments”. BT A [+ A STar A -
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14. PROPERTY, PLANT AND EQUIPMENT (continued)
(b) The Company

Cost RE

At 1 January 2004 R=—ZZF— A —H
Additions NE

Disposals H &

At 31 December 2004 and R =ZZWMFE+=-A=+—H
1 January 2005 & —ZEZHF—F—H
Exchange adjustments FE i, 5%

At 31 December 2005 R—ZZERFE+-_H=+—8H

Accumulated depreciation 25Hi7 &
At 1 January 2004 R=ZZNF—F—H
Charge for the year FF A3 i}

Written back on disposals H & @l

At 31 December 2004 R=ZFZWF+—A=+—HxK
and 1 January 2005 —EZH&E— F—H
Charge for the year FEAI 3z

At 31 December 20056 R=—ZEZRE+—_A=+—H

Net book value SREEE
At 31 December 20056 R=—ZEZRE+—_A=+—H

At 31 December 2004 R=—ZZME+—-F=+—H

IEEEEN
] EEEN
1 1 [ ]

41 3]} |

31 December 2005 (Expressed in Renminbi)
ZZTRFE+ZA=+—HILFE UAREE)

14. Y% - e RER1E (8)

(b) Z&AF
Furniture
Leasehold Computer and

improvements equipment equipment Total
HEREIRE EilR%E FARRE st
RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT AREBTT AREBTT
147 27 106 280

- 15 - 15
(147) - - (147)

= 42 106 148
= = @) @)

- 42 104 146

74 9 21 104

61 12 21 94
(135) - - (135)

- 21 42 63

- 10 21 31

- 31 63 94

- 11 41 52

- 21 64 85
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31 December 2005 (Expressed in Renminbi)
—TTRFE+_RA=+—HILEE UARKIE)
15. LAND LEASE PREPAYMENTS 15. T EFE S RE
The Group
REEH
2005 2004
—EEREF —ETF
RMB’000 RMB’000
AR¥TT AREETTT
(restated)
(E51)
Net book value at 1 January 12— A —H Z BREF(E
— as previously reported — 3% LATE TR = -
— effect of adopting HKAS 17 — SAE B FERIFE1 757 2 & 1,829 59
— as restated — &7 1,829 59
Additions RN E - 1,802
Amortisation & (87) (32)
Net book value at 31 December A+ =8 =+—H ZEmFE 1,742 1,829
Current portion of non-current assets 3E7R BN & & < BNEAEE 2 (87) 87)
Non current portion FEENHAEE 5 1,655 1,742
The leasehold land is held under medium term lease and situated in EHRANFENRTR2BEL M - e+
the PRC. The cost of the leasehold land is RMB1,881,000 (2004: 2 A AN A A R #51,881,0000T (ZEZ Y4 ¢

RMB1,881,000). AFR#ES 881,0007T) ©
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ZZTRFE+ZA=+—HILFE UAREE)
16. INTANGIBLE ASSETS 16. B &EE
The Group
AEEH
Development
costs
BB AR A

2005 2004

—ETRF —EETYF

RMB’000 RMB’000

ARMTR | ARMTR
Cost BfE

At 1 January A—H—H 15,331 9,645

Additions through internal development 3% 3 A1 50 A 35 127 3,334 5,686

At 31 December ¥+ =A=+—H 18,665 15,331

Accumulated amortisation and impairment 25t 84 &R E

At 1 January A—H—H 2,135 848
Charge for the year & A1 5,450 1,287
Impairment loss Ja{E &2 483 -
At 31 December A+ —_A=+—H 8,068 2,135
Net book value BRI F{E

At 31 December W+ —A=+—H 10,597 13,196

Amortisation of intangible assets is recognized as an expense on a  EF A E#HEIZE T BBRAF 2 ] BFHNE R AR
straight-line basis over their useful lives with the period of not exceeding ~ RAF X ©
five years.

The amortisation charge for the year is included in “cost of sales” inthe ~ FREk S HI 4R A WS R [SHE A FIEE o
consolidated income statement.
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31 December 2005 (Expressed in Renminbi)
ZZETRFE+ZA=1+—HILFE UARKE)
16. INTANGIBLE ASSETS (continued) 16. EEEE (&)
During the year ended 31 December 2005, the management of the REBEE-ZERF+_A=T—RHBILFEA -
Group assessed the recoverable amounts of the intangible assets. REE 2 BEEABTEEREE 2 JHREFR
Based on this assessment, the carrying amount of the intangible assets o IRBFTE - BEEE ZREEMR T AR
was written down by RMB483,000. The recoverable amounts have #5483,0007T ° AIREREEEARIEFEREEE
been determined on the basis of value in use calculations. Their FAMEE - MBEFEREENE T EHIREE
recoverable amounts are based on certain key assumptions. All value BE A B AT EB A& 2 BTBTEE A
in use calculations use cash flow projections based on the financial TERREME + UREIREI5%MH#ETT - INIE
budgets approved by the management cover a 5-year period, and a BHEETEREREEZ RS RETRA
discount rate of 15%. Cash flow projections during the budget period THIR AR TR 5 B 2 TR AR PR E R 1T o ALT8
for the intangible assets are based on the expected gross margins BEVEBREFERBEBEREREEBASY
during the budget period. Budgeted gross margins have been MimEE 2 FEmERE
determined based on past performance and management’s
expectations for the market development.
17. GOODWILL 17. &
The Group
rEHE
Positive Negative
goodwill goodwill
EEE a8
RMB’000 RMB’000
AREETIT ARETIT
Cost R{E
At 1 January 2004 R =ZZ N — A —H (RAEFTHR) - (629)
Additions through acquisition of partial interest 3% i@ Us i — RS B A 71 28 5
in a subsidiary #zE i 5 =
At 31 December 2004 R —ZZNFE+—-A=+—H 5 (629)
At 1 January 2005, as previously reported A —ZZFHE— F— B (R AFEFTTR) 5 (629)
Effect of changes in accounting policies (see note 3) €T EER 28 v F/ 2 (2 f17#3) (5) 629
At 1 January 2005, as restated, and 31 December 2005
RZZEZERF—A—H@&¥) RR=ZEERE+=-A=1+—H = -
Accumulated amortisation & &t #§
At 1 January 2004 R —ZFZPF—H—H - 32
Amortisation for the year F A # (5) 125
At 31 December 2004 N —ZEZWNF+_—_A=+—H (5) 157
At 1 January 2005 R —ZZRhF—A—H (5) 157
Effect of changes in accounting policies (see note 3) @&t EE B8 v 222 (2 K1:#3) 5 (157)
At 1 January 2005, as restated, and 31 December 2005
REZZBERF—A—H &) FR=ZEERFE+=-A=+—H - -
Net book value R FE
At 31 December 2006 R=ZEZHF+=-F=+—H = =
At 31 December 2004 R=—ZZMNF+=-A=+—H = (472)

106 Shine Software (Holdings) Limited Annual Report 2005

11
H

HEE
EEE
[ ]
BN m



Notes to the Financial Statement

o HHH
B EmR M EE N
i .
31 December 2005 (Expressed in Renminbi)
ZZTRFE+ZA=+—HILFE UAREE)
17. GOODWILL (Continued) 17. B2 (&)
Until 31 December 2004, positive/(negative) goodwill is recognised as BEE-_ZTTNFE+-_A=+—RHAL " E/
an expense/income on a straight-line basis over its useful life with the (B) ENESER BB R F 2 Al F A
period of not exceeding five years and the amortisation of goodwill for RAERS WA - FREHEHEENRE RS
the year is included in “other operating expenses” in the consolidated FIEMEERTFIR -
income statement.
18. INVESTMENTS IN SUBSIDIARIES 18. RMBARIZIRE
The Company
PN
2005 2004
—EEREF —ZETME
RMB’000 RMB’000
ARET T ARBFIT
Unlisted shares, at cost 3E_ETR% (D @ ZRE 19 19
As at 31 December 2005, the details of all subsidiaries of the Company R -ZEZHF+-—HA=+—H ' ARRIFAEWNBEL A
were as follows: ZEEEIAT
Proportion of
ownership interest
RERERLH
Particulars of issued
and fully paid share  Group’s
capital/registered  effective
capital interest
Name of company Place of incorporation BETRAR KEE Direct Indirect  Principal activities
AEEH LM AR 3L s B BA/BRmEREE BRER B BE  FEER
Shine Science & Technology British Virgin Islands 100,000 100% 100% - Investment holding
(BVI) Company Limited (‘BVI") ordinary shares of REER
(“Shine Science BV RERUHE US$0.01 each
((EREREE]) 100,0008%%
REBE0.0IELL
LR
Fujian Shine Science & The People’s Republic Registered capital 100% = 100%  Development of computer
Technology Co., Ltd. of China (‘PRC") RMB12,500,000 software, resale of
(BRFMEREBRAR) BN AMERARE hardware, provision of
(*Fujian Shine Science”) (TehE) 12,500,0007T system integration and
(note (a)) maintenance in the PRC
BRNENRERAR ERERRE R
(MBrEl) (i) BERHRIEHAAR
SR RAHERRE
Shanghai Shine Science PRC Registered capital 100% = 100%  Development of computer
Company Limited H RMBS5,000,000 software, resale of hardware,
(EEHEFREARAR) AMERARYE provision of system integration
(“Shanghai Shine Science”) 5,000,0007T and maintenance in the PRC
(note (b)) EREFREEKE
HEEMNRERAR BEBM R
(TEBHE] (i) ZRERAEB RS
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18. INVESTMENTS IN SUBSIDIARIES (continued)

31 December 2005 (Expressed in Renminbi)
ZZETRFE+ZA=1+—HILFE UARKE)

18. RHIB AR 2&RE (&)

Proportion of
ownership interest
ERERLA
Particulars of issued
and fully paid share ~ Group’s
capital/registered  effective
capital interest

Name of company Place of incorporation BRTRAR by | Direct Indirect  Principal activities

DEER Eaioae:t BA/BREREE BRERD E# BE  IEEE

Fuzhou Xinyi Xinwangluo PRC Registered capital 100% - 100%  Resale of hardware and
Network Company Limited i RMB1,000,000 network installation in the PRC
(EHHENBEERAT) FMERARE PR E TR T
("Xinwangluo) (note (c) 1,000,0007C Bigwx

BMFEHBEERAR
(B (W)

Shanghai Xingyishi Management ~ PRC Registered capital 60% = 60% Provision of computer and
Consulting Company Limited & RMB500,000 management consultancy
(LEREEERZAERLR) FERARE services in the PRC, inactive
(“Shanghai Xingyishi”) (note (@) 500,0007T during the year

EREHEERN ERERE SR EE
(THEEER) (Hta) AR - FREEES

Shenzhen Yingitong Technology ~ PRC Registered capital 100% = 100%  Development of computer
Limited (RYMHRAERIR ~ FE RMB2,000,000 software, provision of system
BRAR) integration and maintenance
(Shenzhen Yingitong”)* (note (g)) FMERARKE in the PRC

AR ERRER AR 2,000,0007¢ EREFEERAMN - RERGR

SR AIRBRR

* Incorporated during the year

Notes: Bifat -

(@  Fujian Shine Science is a wholly foreign-owned enterprise established in @ EENEANTEKINEINEDE - HLE

the PRC to be operated for 24.5 years up to July 2022. FHAZTNFEY  E=T=_FtAlk-

()  Shanghai Shine Science is an equity joint venture established in the PRC () EERERRTEKIZEEGEME  HE

to be operated for 20 years up to February 2021. The Group nominated BFMRE-TF  Z2FT_—F_AlE - AKE
Ms. Gu Yun (“Ms. Gu”), the Chairperson of the Company to hold the 10% BRREAQNREFEEL L ([t ME5E
interest in trust for and on behalf of the Group. ARARERANEEFEEH10% R ©

(©  Xinwangluo is an equity joint venture established in the PRC to be operated © HENEEENTERIZEERERE  H

REEHBI0F E-T——F AL R
ZERF A AEEWREERITEABRA
T33% M - WheRER T AEFET AAERA
SERAZ33%Em

for 10 years up to June 2011. In January 2005, the Group acquired the
remaining 33% of its interest in Xinwangluo and nominated Ms. Gu to
hold the 33% interest in trust for and on behalf of the Group.
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ZZTRFE+ZA=+—HILFE UAREE)
18. INVESTMENTS IN SUBSIDIARIES (continued) 18. RMBE A A 21RE (&)
(d)  Shanghai Xingyishi is an equity joint venture established in the PRC to be d EEEZFARTBIKZEESENRE A
operated for 20 years up to May 2022. During the year ended 31 KEFHA—+F E-T-_FAAIL - &
December 2005, Shanghai Xingyishi tendered its application in relation E_TTRAF+-_A=+—HIFE  bE§HE
to the cessation of operations to the Shanghai Administration of Industry BN D IRTREERRERIEER 2
and Commerce. B o
(e)  Shenzhen Yingitong is an equity joint venture established in the PRC to e  RYMBREBRARTREKL ZEEEERE
be operated for 20 years up to May 2025. The Group nominated Ms. Gu HREFHA—+F E-FT_AFAAIE-
to hold the 55% interest in trust for and on behalf of the Group. AEEREEX T UEEA AR REAEERE
H 5%
19. TRADING SECURITIES 19. E5%FF
The Group
AEE
2005 2004
—ETRF —TTF
RMB’000 RMB’000

ARET T AREETTT
Trading securities (at market value) #ZHEIRZE FH H

Listed equity securities in Hong Kong &8 2 £ T A N5 3 753 -
Unlisted investment funds in PRC F Bl 2 3E E iR EES 1,000 -

1,753 =

20. INVENTORIES 20. 78

The Group
AEE

2005 2004
—EREE | —TTMF
RMB’000 RMB’000
ARETR | ARMTR

Computer hardware and accessories acquired for resale B S8 {4 & {EEE & M BE A 2 B {5+ 121 69

All inventories were stated at cost as at 31 December 2005 and 2004. HR-ZEERER-_ZTNE+—A=+—H2Z2%F
B LARETIER ©
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ZZETRFE+ZA=1+—HILFE UARKE)
21. TRADE AND OTHER RECEIVABLES 21. EWERERE H AW RIE
The Group The Company
AEEH ¥ NN
2005 2004 2005 2004
“EERE| ZTTMF | ZFTRF | —_TTOEF
RMB’000 RMB’000 RMB,000 RMB’000
AR¥TR | ARETT | AR¥BTR| ARBTT
(restated)
(&E7)
Due from subsidiaries (note (a)) FEUHIB A FIRFR (Hit(a) - - 30,907 29,377
Trade receivables U R X 6,351 2,823 - -
Rental and other deposits T84 & H iz & 110 111 - =
Advances to suppliers 2 T it fE 7 2 ZUA 453 639 - -
Prepayments and other receivables 81 k78 K E i fE UL 0 E 523 955 156 159
Deposits for a marketing research —IBT 5 HEEM 7518 B
project (note (b)) Z &% (HiE(b)) - 5,415 - -
Due from securities broker & Y& 5 &L 4217
firms (note (c)) %38 (Hiz#(c)) 1,161 5,720 - -
8,598 15,663 31,063 29,536
Notes: Bitat -
(@  The amounts due from subsidiaries are unsecured, non-interest bearing @ EEMBARARAEER 2EREETE

and have no fixed terms of repayment. SRER o

()  In December 2004, the Group appointed an independent third party to ) RZZETWF+=A ~EBZEBIF=H

perform certain marketing research for the Group. Accordingly, the Group
paid the independent third party a deposit of RMB5,415,000.

AAREEITE T ISR - Bt - A%
BMZABILIE=AXTREARK
5,415,0007T °

(c)  During the year ended 31 December 2005, the Group traded equity and © BEZETREFT-_A=T—HIFE &%
debt securities through securities broker firms. As at 31 December 2005, BB B —REFLLTEBERNREBES
amount of RMB1,161,000 (2004: RMB5,720,000) was due from securities R-BERE+-A=1+—8 ' ZBEHLLT
broker firms. The amounts are unsecured, bears interest at 2.5 per cent. ZRFABNREA 161,000 (ZBEEME © A
(2004: 0.72 per cent.) per annum and can be withdrawn by the Group at R¥5,720,0007T) ° ZEFIBAEER - £E
any time. F25FB (ZETMF : 0.728) BRFBE KA

AAKERERRA -

(d) All of the trade and other receivables, apart from rental and other deposits, (d) RS REMIZEIN  TBHIFTAEYEE R R E

are expected to be recovered within one year. fth FEU R IB S I —E AR [E o
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21. TRADE AND OTHER RECEIVABLES (continued) 21. EWERRKREMERRE (&)
(e)  Included in trade and other receivables are trade debtors with the following €  FEAPRFEUERI R E A FEUGRIE 2 FEMBR SR
ageing analysis: BT
The Group
AEE
2005 2004
—ETHF —TTME
RMB’000 RMB’000
AR¥T T AREEFTT
Within 1 month 11& 8 A 3,613 834
More than 1 month but less than 3 months 11 A 21831 A A 1,384 1,071
More than 3 months but less than 6 months 31 A £ {861E A A 1,334 918
More than 6 months but less than 12 months 61E A& {B 1218 8 A 2,927 418
More than 12 months 121& A 18 1,761 550
11,019 3,791
Less: Impairment loss for bad and doubtful debts J& = SRR Z REEE (4,668) (968)
6,351 2,823

The Group generally grants credit terms of 30 days to 180 days to its ~ ANEBE—RAETFEFI0E180REEH] - AEE I F{E(E
customers. The Company may, on a case by case basis and after — ZEY%E » RRFEEFBEREREER  EEPERIEREE
evaluation of the business relationship and creditworthiness, extend the HA o

credit period upon customers’ request.

22. TAX RECOVERABLE 22, AU [E I8
The Group
AEH
2005 2004
—ETRE —ZTF
RMB’000 RMB’000

AR¥T T AREET T

Value added tax refunds receivable fEWIE{E R E T 1,046 957
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ZZETRFE+ZA=1+—HILFE UARKE)
23. CASH AND CASH EQUIVALENTS 23. BERBEZEZY
The Group The Company
AEEH ¥ NN
2005 2004 2005 2004
—ETRF | —TTMF | ZBERF | ZZTEF
RMB’000 RMB’000 RMB,000 RMB’000
AR¥TR | ARETT | AR¥BTR| ARBTT
Cash at banks $R173R & 17,952 14,198 753 680
Cash on hand F58IE & 31 103 1 -
Money at call and short notice %2 238 AR 14,035 = = =
Placements with banks maturing within three months
=1 A AEIE 2 SRITIFRK - 5,770 - 4,770
Cash and cash equivalents & K& S EY) 32,018 20,071 754 5,450

Cash at bank earns interest at floating rates based on daily bank deposit 84738 4 JhiRIEE B4R/ TR R « 15207 8 F = BREY
rates. Money at call and short notice are made for various periods of  Fi|&: 5SHIEANNE 6 AL R ~ BRI S =5k
between one day and seven days depending on the immediate cash AN F—HZE+HZ TRIEBREELY @ Wiks 4 HE Ef
requirement of the Group and earn interest rate at the respective short 7z 2 Fi| =& BEEUFI &, o

term time deposit rate.

24. TRADE AND OTHER PAYABLES 24, FETBRENR EAMbFEAT =h1E
The Group The Company
AEEH ¥ NN
2005 2004 2005 2004
“BTRE | —TTNF | ZTBHE | _TTEF
RMB’000 RMB’000 RMB,000 RMB’000
ARETR | ARETT | ARBTR| ARETT
Trade payables &R 78 6 - =
Deposits received from customers [f& P U BiZ & 3,861 3,675 - =
Employees welfare payable fE{ & T&F 603 456 - =
Accrued expenses and other &tz & E A
payables FES 5/IH 1,617 988 596 688
Other tax payables E th fEEF{ 1H 1,112 325 = =
7,271 5,450 596 688
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24. TRADE AND OTHER PAYABLES (continued) 24, BEAERMRREMEMNKIE (E)
Included in trade and other payables are trade creditors with the ageing BRI FE AT BR SR B LM B A 3RIB 2 FE T BR BN ER
analysis: BT
The Group
AEH
2005 2004
—EERF —ZETME
RMB’000 RMB’000
AR®TT ARET T
After 1 month but less than 3 months 11 3 & {231& B A 78 6
25. DEFERRED INCOME 25. EILEWA
The Group
AEE
2005 2004
—ETRE —EETF
RMB’000 RMB’000
AR%TF T ARET T
At 1 January ®R—HA—H 856 779
Released to consolidated income statement 8 # =437 & WS & (856) (779)
Income deferred during the year % PUIEEUL A 1,546 856
At 31 December ®+=A=+—H 1,546 856
26. TAXATION PAYABLE 26. EHBIIE
The Group
AEE
2005 2004
“ETHF ZEEE
RMB’000 RMB’000

ARBTT ARETTT

PRC enterprise income tax B 715

At 1 January ®—H—H 92 161
Provision for the year £ % 1,134 =
PRC enterprise income tax paid & 44 (e Bl 1> 2 priSHi (229) 69)
At 31 December R+=—A=+—H 997 92
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ZZETRFE+ZA=1+—HILFE UARKE)

27. DEFERRED TAXATION 27. EIEBIIE
(a) Deferred tax assets and liabilities recognised (a) CERIAEEPEEERERE
The following are the major deferred tax assets/(liabilities) IATRERANFERR 2 FERETEHIE
recognised and movements thereon during the current year are BE/ (8B RE@EZE:
as follows:
The Group
rEE
Provision
for bad and
Tax Development doubtful
losses costs debts Total
BEEE BB A RERBE et

RMB’000 RMB’000 RMB,000 RMB’000
ARETT ARBETE ARETT ARETR

At 1 January 2004 R =ZEZME—H—H 375 (1,320) 188 (757)
Charged to consolidated B4R & Wz & 1k
income statement (note 8(a)) 2 %58 (K1:18(a)) (252) (407) (94) (753)

At 31 December 2004 and R=ZEZME+—_A=+—A%

1 January 2005 —ZZHF—H—H 123 (1,727) 94 (1,510)
(Charged)/credited to consolidated 4R & W& (1K) /5 A

income statement (note 8(a)) 2 <& %8 (Kf:£8(a)) (123) 260 536 673
At 31 December 2005 R=—EZEHFE+=-A=1+—H - (1,467) 630 (837)

The following is the analysis of the deferred tax balances for AN A{EBA 7Bk AR A IR IER B4R DT ¢
financial reporting purposes:

2005 2004
—2TEF | -—TIMF
RMB’000 RMB’000

AR¥T T ARMET T

Deferred tax liabilities #EXEFiTE & (& (837) (1,510)
(b) Deferred taxation not recognised (b) RERELEDIE
The Group has not recognised deferred tax assets in respect of NG E AL E AR 40 A R #51,009,000
tax losses of approximately RMB1,009,000 (2004: To( Z=ZPF - AREES,115,0007T) i
RMB8,115,000) as it is not probable that taxable profit will be RIELEFRIEEE « IR RERTR T
available against which tax losses can be utilised. A AR IR ISR 2 Al RE K o
114 Shine Software (Holdings) Limited Annual Report 2005




Notes to the Financial Statement

=SEas
M RRME T 1
i .
31 December 2005 (Expressed in Renminbi)
ZZTRFE+ZA=+—HILFE UAREE)
27. DEFERRED TAXATION (continued) 27. EEFIIE ()
(b) Deferred tax assets/(liabilities) not recognised (continued) (b) AERELHBEEE (BfE) (&)
At 31 December 2005, the Group’s tax losses of approximately RZZZRFFTA=+—8 ' RIER
RMB590,000 (2004: RMB1,890,000) will expire in five years from ABE AEEZHIBEEBRHARKE
the year in which they were incurred and of approximately 590,000 L (ZZEZTWF : AR
RMB419,000 (2004: RMB6,225,000) do not expire under current 1,890,0007) A A EE A SF B ST A 5|
tax legislation. B ZAR#%419,000T (ZEZ M
F : AR¥6,225,0007T) BI TS EIHF o
The Group and the Company have no other deferred taxation RAFEREEH - AEERARRL
not recognised for the year and at the balance sheet date. FERTER 2 B AT A o

28. SHARE CAPITAL

28. A
The Group and the Company
AEBRAEAT
2005 2004
—EZREF “ETMF
Number of Number of
of shares Amount of shares Amount
BRHE#E IE RDEE HIE
’000 RMB’000 ‘000 RMB’000
Fht AR% TR Tz ARETT
Authorised — Ordinary shares of HK$0.01 J&E — &%
(approximately equivalent to RMB0.0106) E{E0.0178 7T
each: (HHHERNAR0.01067T) < L @A :
At 1 January and 31 December R—A—BE+—-FA=+—H 5,000,000 53,000 5,000,000 53,000
Issued and fully paid — Ordinary 2 %17 M &2 — &%
shares of HK$0.01 (approximately EI{E0.0178 7t (494EE 7
equivalent to RMB0.0106) each: A R #0.01067T) 2 L@k :
At 1 January and 31 December R—A—BE+—-A=+—H 473,000 5,014 473,000 5,014
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29. RESERVES

The Group

At January 2004 as previously stated
RZZEME-A(RNEEH)

Effect of retrospective REEEFBR
adjustments upon 2B IS/
changes in accounting (Zf3)
policies (see note 3)

At 1 January 2004 as restated
RZFTME—A-H (&)

Dividends approved E 4 FEEIR S -
in respect of the EAERHLE RIEF
previous year, approved and
paid in the year

Acquisiton of the remaining K~ B AT

interest in a subsiciary Flz i

Employee share £ 2 BREREH
option benefits

Loss for the year B2
Proft appropriations &3 &

At 31 December 2004, as restated
RZFEMETZA=T—-A(E3)

Notes to the Financial Statement
B A% 3R 3 M EE

EEEEEN
EE EEER
EEEE B
IHEEERNER
31 December 2005 (Expressed in Renminbi)
—ETRGE A=+ AILEE UARESE)
29. %
(@ #A£KH
Attributable to equity shareholders of the Gompany
ARA R
Common
General weffare Share
Share Merger reserve reserve option  Translation  Retained Minority
premium reserve fund fund reserve reserve profits Total interests Total
fote () frotefi)  (note i)
% Y
RineB bRk BEie BIRGS ERERR ARREE  RERN g REER &5t
(o) (m) (W)
RMB'000  RMB'O00  RMB000 ~ RMB'000  RMB'000  RMB'OOO  RMB000  RMB'000  RMB'00  RMB'000
ARBTL ARETR ARBTT ARETR ARETT ARETR ARET: ARETR ARETR ARETR
36,550 2,351) 2,163 1,046 - - 6,580 43,978 - 43978
- - - - - - - - 488 488
36,550 2,351) 2,163 1,046 - - 6,580 43978 488 44,466
(1,709) - - - - - - (1,705) - (1,705)
- - - - - - - - (238) (238)
- - - - 234 - - 234 - 284
- - - - - = (1) (1) (%) (%)
- - 18 9 - - 1) - - -
34,845 (2.351) 2171 1,09 234 - 6,552 42506 155 42,661
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29. RESERVES (continued)
(a)

The Group (continued)

At 1 January 2005, as previously reported
R=EHE-A—H(E5)

Effect of retrospective FEE €51 HR
adustments upon ZiEHE%E
changes in accounting polcies (Z#7#3)
(seenote 3)

Effect of prospective RAE & HR
adjustment upon 2RI/ 4
changes in accounting polices (EHfz3)
(see note 3)

At 1 January 2005, as restated
RZE20E-A-R(E5)

Exchange difference on RESNEIEE 2
tranglation financiel B R ZEHZR
statements of foreign entities

Profit for the year A7)

Profit appropriations 7% &

Employes share option benefits

[EERRERT
Forfeiture of employee

share options <32 B2 AR E
At 31 December 2005

e

Notes:

(i) Merger reserve

INEEEN
] EEER
IEE B
HEEER
31 December 2005 (Expressed in Renminbi)
—ZTRFT_A=+—BILFE UARKZIE)
29. f#fE (&)
(@) A&KEGE
Attributable to equity shareholders of the Company
ARAZRERRER
Common
General welfare Share
Share Merger reserve reserve option Translation  Retained Minority
premium reserve fund fund reserve reserve profits Total interests Total
(note (i)  (note(ii) (note ii))
- Mt 58
RitaE  A0RE REEE RARRE BRERE AERE  REE &t BRER &t
(W) (Wfatdi)  (Afati)
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000 RMB'000 RMB'000  RMB'000  RMB'000  RMB’000
AR¥TR ARMTR ARMTR ARWTR ARMTR ARETR ARMTR ARWTR ARMTR ARETR
34,845 (2,351) 21N 1,085 - - 6,786 42,506 - 42,506
- - - - 234 - (234) - 155 155
34,845 (2,351) 211 1,085 234 - 6,552 42,506 155 42,661
- - - - - - 41 472 - 4n
34,845 (2,351) 211 1,085 234 - 7,024 42,978 155 43,133
- - - - - (o7) - (97) - (o7)
- - - - - - 938 938 - 938
- - 732 366 - - (1,098) - - -
- - - - 393 - - 393 - 393
- - - - (24) - 24 - - -
34,845 (2,351) 2,903 1,421 603 (07) 6,888 44212 155 44,367
Kt -
() EoHEE
The merger reserve represents the amount of reserves of ApEEEEMBA TR HRFTEA
subsidiaries that have been capitalised as a result of the merger. RS o
FEEM (ER) BRATR 2005 F3R 17
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31 December 2005 (Expressed in Renminbi)
ZZETRFE+ZA=1+—HILFE UARKE)
29. RESERVES (continued) 29. f#fw (&)
(a) The Group (continued) (a) ZAE&EE (@
Notes: (continued) Ktat : (88)
(i)  General reserve fund (i) —REEES
According to the relevant laws and regulations in the PRC, each BIEFEEBERRER - SPBIME
of the PRC subsidiaries is required to appropriate at least 10% of ANRINESE EFEERE - EERER
after-tax profit (after offsetting prior year’s losses), based on the TR E TR (AR e8I &
PRC statutory financial statements prepared in accordance with PRI ZEE 2 MR PIRELZ R BE
the generally accepted accounting principles (‘GAAP”) and financial TE TS HRERRT R AR I A10% -
regulations applicable to the PRC enterprises, to a general reserve ER—RFEES  BEEESZHEHRE
fund until the balance of the fund reaches 50% of the PRC BB E A Rz M A AR50% A1k
subsidiary’s registered capital. Thereafter, any further appropriation Hig - EF0RIEREIED EIEIME
can be made at the directors’ discretion. e
The general reserve fund can be utilised to offset the prior years’ —MRFEEEA AEEERATFES
losses, or be utilised to increase the capital on the condition that 18 SKREEINER - HEIGINE AR
the general reserve fund shall be maintained at a minimum of 25% —MREEEEH#FT T POREMER
of the registered capital after such increase. 25% °
The directors of Fujian Shine Science have proposed to transfer BENEZESEAHBE_STRF
10% of the profit after taxation to the general reserve fund for the “ETNF+A=+—HIFER
years ended 31 December 2005 and 2004. TG RAM10%EEE —RiFHEESD ©
The directors of Shanghai Shine Science have proposed to transfer EENECESERANEE_STRTF
10% of the profit after taxation to the general reserve fund for the T A=+—RIEFERTIERT10%
years ended 31 December 2005 and determined not to make any EEE—REBES - AR DENER
appropriation to the general reserve fund for the year ended 31 BE_ZTNF+_A=+—RHIFE
December 2004 as Shanghai Shine Science has sustained loss FHESRISETR - MEESAET M —
for that year. BFEEESER -
The directors of Xinwangluo and Shanghai Xingyishi determined BRI E@R R SR EENEES
not to make any appropriation to the general reserve fund as these TERFR_TEMF+=A=+—H
subsidiaries have sustained loss for the years ended 31 December I FEFHESISEE - RSB AR
2005 and 2004. ZEERETE M RFHESEL -
The directors of Shenzhen Yingjitong determined not to make any AR RNEE—ETRF+
appropriation to the general reserve fund as the subsidiary have ZRA=T—HILFERFERSEEE - W)
sustained loss for the year ended 31 December 2005. HETRAE I M —RFEESERK -
(i) Common welfare reserve fund (i) 2AHE\FREES
In accordance with the relevant laws and regulations in the PRC RIEE R BIEG] - SRR R BFTAH
and the articles of association of all the subsidiaries in PRC, each BRARZARMEBERMAN - SHEA
of the subsidiaries is required to appropriate 5% to 10% of their AREIEATFEEERE - ASREHR
statutory profit after tax under PRC GAAP after offsetting prior Bl AR ERGT E 2 EERTI & =T
years’ losses to common welfare reserve fund. Such fund can be 5% Z10%BIEAHBIFEER - ZF
used for collective employees benefits, but cannot be used to pay HEEATARETREBET - B AE
for employees welfare expenses. YREITRAMAX
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31 December 2005 (Expressed in Renminbi)

ZZTRFE+ZA=+—HILFE UAREE)

29. RESERVES (continued) 29. &% (&)
(@) The Group (continued) (a) ZA&£E(@E
Notes: (continued) HifaE - (&)

iy 2HFANRFES B

(iii) Common welfare reserve fund (continued)

The directors of Fujian Shine Science have proposed to transfer
5% of the profit after taxation to the common welfare reserve fund
for the years ended 31 December 2005 and 2004.

The directors of Shanghai Shine Science have proposed to transfer
10% of the profit after taxation to the general reserve fund for the
years ended 31 December 2005 and determined not to make any
appropriation to the common welfare reserve fund for the year
ended 31 December 2004 as Shanghai Shine Science has
sustained loss for that year.

The directors of Xinwangluo and Shanghai Xingyishi determined
not to make any appropriation to the common welfare reserve
fund for the years ended 31 December 2005 and 2004.

The directors of Shenzhen Yingitong determined not to make any
appropriation to the common welfare reserve fund for the year
ended 31 December 2005.

BEMEBZESEZERFEBEF5%
ERERE_TTRAFR_TTNF
A=+ BHUEFEZARENEE
% o

EERErERERREE_TTRF
T RA=1—BUFERBEEM10%
EREAHFENFES - AR DR
REE-TZEME+_A=1t—HIF
EREREER  MEEFRAETEM
AEEFHESBEK

MEHARR R LERER . EERED
ENBE_ZTRER_TENF+—
A=t—RUFERAKBNFESE
AT o

RYMREBEFRETERHE—T
ZRFET A=t RUFERAAHKE
MBS EDEAREK -
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31 December 2005 (Expressed in Renminbi)
—ETRE+ZR=+—HILFEE UARESE)
29. RESERVES (continued) 29. &% ()
(b) The Company (b) ZFAF
Share
Share Accumulated option
premium losses reserve Total
IRADEE ESy | BRERE Mgt
RMB’'000 RMB’000 RMB,000 RMB’000
ARBTT AR®TRT AREBTT ARETT
At 1 January 2004 ;A —Z=NF—H—H 36,550 2,174) - 34,376

Dividends approved in respect of 2 #t/f 4 ERZ 2
the previous year (1,705) = (1,705)

Employee share option benefits under the effect of R & &R
retrospective adjustments upon changes in 1% 183 AR R £ ~
accounting policies (see note 3) 1& 8 B A% #EE R (2 f173) - = 234 234

Loss for the year AN [Z [E518

— as previously reported ZATE 2 ¥R - (3,347) = (3,347)

— Effect of retrospective adjustments i & 5+ EER 2
upon changes in accounting policies & 78 & 77 22
(see note 3) (R.H1zE3) = (15) (15)

— as restated &7 - (3,362) - (3,362)

At 31 December 2004 #:;?;EEiwL —“A=+—RHkK
and 1 January 2005, —EZHF—F—H -

as restated &7 34,845 (5,536) 234 29,543
Employee share option benefits 1 £ & A% 1 1@ 7 = = 393 393
Forfeiture of employee

share options 3% 2 & B BER% - = (24) (24)
Loss for the year 4 518 - (3,634) - (3,634)
At 31 December 2006 R—ZEZERFE+-H=+—H 34,845 (9,170) 603 26,278
Notes: et
Under the Companies Law (Revised) of the Cayman Islands, share BIERSBES R ANE (8F]A) « RIDRERID
premium is distributable to shareholders, subject to the condition that IR TR - HEMR)R DR Sk B RAEEEH
the Company cannot declare or pay a dividend, or make a distribution FHAEE - K(EEAFREEEMIRESR
out of share premium if (i) it is, or would after the payment be, unable to BENRBETRAR 2R - A|AARTEEIR
pay its liabilities as they become due, or (i) the realisable value of its SRR A5 AT AR B Sk R AR 15 V4 (B BR fE L (AT 2
assets would thereby be less than the aggregate of its liabilities and its K °

issued share capital account.

120 Shine Software (Holdings) Limited Annual Report 2005




Notes to the Financial Statement
B A5 8RR M

20.

30.

RESERVES (continued)
(b) The Company (continued)

At 31 December 2005, the aggregate amount of the Company’s reserves
available for distribution to shareholders was approximately
RMB25,675,000 (2004: RMB29,309,000 as restated) computing in
accordance with the Companies Law (Revised) of the Cayman Islands
and the Company’s articles of association. This includes the Company’s
share premium of approximately RMB34,845,000 (2004: RMB34,845,000)
less accumulated losses of approximately RMB9,170,000 (2004:
RMB5,536,000 as restated), which is available for distribution provided
that immediately following the date on which the dividend is proposed,
the Company will be able to pay off its debts as they fall due in the ordinary
course of business.

SHARE OPTION SCHEME

The Company’s share option scheme (the “Scheme”) was adopted
pursuant to a resolution passed on 28 July 2004 for the purpose of
providing incentives or rewards to eligible persons for their contributions
to the Group. The Scheme will expire on 27 July 2013. Under the
Scheme, the Company may grant options to any person who is a
director or employee (whether full-time or part-time) of the Group or
any entity in which the Group holds any equity interest, or any classes
of supplier, customer, consultant, adviser, manager or officer of the
Group or any entity in which the Group holds any equity interest.

The total number of shares in respect of which options may be granted
under the Scheme and any other share option schemes of the Company
must not in aggregate exceed ten per cent. of the total shares of the
Company in issue at the date of listing of the Company. The total number
of shares which may be issued upon exercise of all outstanding options
granted and yet to be exercised under the Scheme and any other share
option schemes of the Company shall not in aggregate exceed thirty
per cent. of the total shares of the Company in issue from time to time.
The total number of shares issued and which may fall to be issued
upon exercise of the options granted (including both exercised or
outstanding options) to each eligible person in any 12-month period
must not exceed one per cent. of the total shares of the Company in
issue. Any further grant of options in excess of the individual limit must
be subject to shareholders’ approval.

20.

30.

31 December 2005 (Expressed in Renminbi)
ZZTRFE+ZA=+—HILFE UAREE)

& (&)

(b) ZA&2F (@
RZZZRFE+=_A=+—8 ' ARAAHES
& T IR 2 R AR RE A A R #25,675,0007T
(ZZZWF : AR%29,309,0007T (EF))
TIRBERSESARDE (BRI REARRAZA
AR ERMAGE - BREEAARRG G
BHAREES4,845,0007C (ZEZTEF : ARKE
34,845,0007T) i R T ETE A A R #9,170,000
T (ZZETWE : AR%5,536,0007T (2
) WERIBRAIHOIR - HEEREEFRR
B RE% - RNARERMEREN B EEEH
F 2 &7 -

BE IR RE 5T &

ADEZ A ES B ([t 8))) 2REN =2
TEL A=+ \BRBZ SRS - BH
EREA GG A THAE B FTES BRI SR &
8B o S EEeN —E—=F+A—++A
B o BIEZEE - AN BRI AR E B AL
E A AAE s BB EERES (Th
SRSk - SAE M AN E M (A
2 A AERETAERGER &S « RHE
R FERY - ISR B IR B ARAE o

RIBZA B R AR RHERE AL BB R B AT R
B2 BIRERERN 2 - A XTEEZRAR
Bl LT A HE A2 BT AARIZ10% ° 1RIF
Zat BIRA R RHERE AR B 2 Fr
BOBTERARITEBREETER A TH#T
ZBDBE - AR TEBBAAR TR T
e 882 30% o PMEf 1218 A B M &5 3
RALR LB (BRI TR AR TR
) BTN DR R AIREREIT 2 B8 T
SHRBAREIE HTIRMAE1%  (ETE—F
Rid@aEARBOBERE  HALEERFK
RALE ©
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30.

SHARE OPTION SCHEME (continued)

Options granted must be taken up within 21 days from the date of
grant, upon payment of HK$1.00 as consideration for the grant. In
respect of option holders other than suppliers and customers, option
may be exercised, which shall commence 1 year from the date on
which that option is granted and shall expire on the earlier of the last
day of (i) a 10-year period from the date of such grant and (i) 10 years
from 28 July 2003. In respect of option holders who are suppliers and
customers, such period shall commence on the date of grant and expire
1 year thereafter. The subscription price is determined by the Board,
but shall not be less than the highest of (a) the closing price of the
shares of the Company as stated in the Stock Exchange’s daily
quotations on the date of grant of that option, which must be a business
day; (b) the average closing price of the shares of the Company as
stated in the Stock Exchange’s daily quotations for the five business
days immediately preceding the date of grant of that option; and (c) the
nominal value for the time being of each shares of the Company.

(a)

Movements in share options

At 1 January A—HF—H
Granted B H
Forfeited 2 53K

At 31 December W+ —HA=+—H

Options vested at 31 December R+=A=+—H&HB 2 ERE

During the year ended 31 December 2005, no options were granted.
During the year ended 31 December 2004, 20,000,000 options were
granted to directors and employees on 6 July 2004. Total consideration
received during the year ended 31 December 2004 from directors and
employees for taking up the options granted during that year is HK$30
(equivalent to approximately RMB31).
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30.

31 December 2005 (Expressed in Renminbi)
ZZETRFE+ZA=1+—HILFE UARKE)

RS E (8)

R A B R R B B 21 R A
[ERFZES 41.008 T IERF L RIE - pLatEn
MEFUINBERERBEAME @ BB
BENAER o B B At — F R FATTE - EE M
(V2B B BeRT T FE A (i) =TT =Ft
A=+ N\BREF0FHE UREEAE) 2 &
B—BEm - E BHEEEREP ZBRES
BEATME @ ZEHAMEESHREAHE - R
ZBHR1FEm - REBERESLET ' ET
BORTIN=I8F 2 e & (@R R L IERER
H (WEALEE) S BMZAE A RERAT
AR BIRRARD 2 Wi {8 (o) P BB th R sk B B
AR ES % BB EERERTIRAA R
B2 FHWRTHE; RO)ARRRG &R 2 ERE
=

(@) BREZS
Number of options

BREHE
2005 2004
—EZhHE —EEE
20,000,000 -
- 20,000,000
(2,070,000) -
17,930,000 20,000,000
5,379,000 -

REBEE—TTRE+-_A=1T—RHILEERN -
WEESR LR - WEE—TTNFE+—F=
+—BIEFEAR  ER_ZEZTWFELA/NEHH
%= N E B £20,000,00017 BEAAE - REE
—EENFE+-_A=+—HBILFERN BWES
N2 A& B IR 4 % 4 R 452 ) B PG ARE T Ui B 2 42
REAIH T FHERHOARESIT) -
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31 December 2005 (Expressed in Renminbi)
ZZTRFE+ZA=+—HILFE UAREE)
30. SHARE OPTION SCHEME (continued) 30. BRESTE (B
The following table discloses the details of the share options held by TEREEN_FTNFR-_TZTAFA  £5
directors and employees and movements in such holdings during the NIEBFTRIEREZFFE - URBAEH :
year 2004 and 2005:
Number of share options
BREHE
Outstanding at
31 December Outstanding
Outstanding Granted 2004 and Lapsed at Exercise
at 1 January during 1 January during 31 December price
Date of grant 2004 the year 2005 the year 2005 per share
R-ZZME
+ZRA=+-H
R-BZNEF k=B2HfF RZBERF
-A-H -A-H T=A=t-H )
RIEAH HATE — RAERRE HATE — RERRN i RATRE ’éﬂ’i?ﬂifi
HK
B
Directors 6 July 2004 - 1,410,000 1,410,000 - 1,410,000 0.256
S “TTMFEARA
Employees 6 July 2004 - 18,590,000 18,590,000 (2,070,000) 16,520,000 0.256
E& RZZZWFLARA
- 20,000,000 20,000,000 (2,070,000) 17,930,000
(b) Terms of unexpired and unexercised share options at (b) REEBRERRERTEBREZS
balance sheet date H
Number of options
BREHE
Date of grant Exercisable period Exercise price 2005 2004
& A 1T TEE —EEREF —ZETME
6 July 2004 6 July 2005 to 5 July 2008 HK$0.256 5,379,000 6,000,000
—ETNFELANA —EETRF+ASNHE 0.256/8 7T
T N\F+ARH
6 July 2004 6 July 2006 to 5 July 2008 HK$0.256 5,379,000 6,000,000
—ETFE+ ANH ZZETRFLASNEE 0.256/8 7T
—ETN\FtHAARH
6 July 2004 6 July 2007 to 5 July 2008 HK$0.256 7,172,000 8,000,000
—ETPF+ ANH —ETHFLARNHEE 0.256/8 7T
T \F+tARH
17,930,000 20,000,000
FEBM (ZR) BRAT 2005 FI; 123




Notes to the Financial Statement
B A% 3R 3 M EE

30. SHARE OPTION SCHEME (continued)
(c) Fair value of share options and assumptions

The fair value of services received in return for share options
granted are measured by reference to the fair value of share
options granted. The estimated fair values of the options granted
on 6 July 2004 are approximately RMB1,089,000. The estimate
of the fair value of the services received is measured based on
Black-Scholes Option Pricing Model as follows:

Fair value of share options and assumptions

Share price on grant date
IR B B2 AR B%
Exercise price

118

30.

Expected maximum volatility (expressed as weighted average volatility

used in the modelling) TEEASR A K B) UARR I A FT{sE A 2 N5 K B) 2 51))

31 December 2005 (Expressed in Renminbi)
ZZETRFE+ZA=1+—HILFE UARKE)

RS E (8)

(c) BREZAFEREBR
MR HEREMES 2 RS2 AFE
DB2EMREERE A EEmMGE -
R-ZTEL FNBREEERE G
T ATFEL A AREE,089,0007T © FE
152 Bri% 2 AF1E » JhiZBlack-Scholes
HAREE EECGETTAE - WEmA T ¢

B N FERER

6 July 2004
—ZTPUEL AKH
HK$0.256
0.256/87T

36%

36%

Expected option life (expressed as weighted average life used in the model)

ERETRHIF I CARA R AT E A 2 IniEF a2 51)

Risk-free rate (based on yields to maturity of @& =K (iBiE —TZ
Hong Kong Exchange Fund Note as at 6 July 2004) &% 2 2| #fU a5 R M E)

Expected dividend yield T8 2% 2 &

Expected volatility was determined by using the historical volatility
of the Company’s share price annualised for one year. The
expected life used in the model has been adjusted, based on
management’s best estimate, for the effects of non transferability,
exercise restrictions and behavioural considerations.

The above calculation is based on the assumption that there is
no material difference between the expected volatility over the
whole life of the options and the historical volatility of the ordinary
shares as set out above.

31. RETIREMENT BENEFITS SCHEME

The Group operates a Mandatory Provident Fund Scheme (the “MPF
Scheme”) under the Hong Kong Mandatory Provident Fund Schemes
Ordinance for employees employed under the jurisdiction of the Hong
Kong Employment Ordinance. The MPF Scheme is a defined
contribution retirement scheme administered by independent trustees.
Under the MPF Scheme, the employer and its employees are each
required to make contributions to the scheme at 5% of the employees’
relevant income, subject to a cap of monthly relevant income of
HK$20,000. Contributions to the MPF Scheme vest immediately.

The Company’s subsidiaries established in the PRC participates in a
mandatory central pension scheme organised by the PRC government
for certain of its employees, the assets of which are held separately
from those of the Group. Contributions made are based on a percentage
of the eligible employees’ salaries and are charged to the income
statement as they become payable, in accordance with the rules of the
scheme. The employer’s contributions vest fully once they are made.

124 Shine Software (Holdings) Limited Annual Report 2005

31.
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31.

32.

RETIREMENT BENEFITS SCHEME (continued)

Under the above schemes, retirement benefits of existing and retired
employees are payable by the relevant scheme administrators and the
Group has no further obligations beyond the annual contributions.

The aggregate amounts of employer’s contributions by the Group in
respect of retirement benefits scheme dealt with in the consolidated
income statement for the year are disclosed in note 7(a) to these financial
statements.

The Group does not have any other pension schemes for its employees
in respect of the subsidiaries outside Hong Kong and PRC. In the opinion
of the directors of the Company, the Group did not have any significant
contingent liabilities as at 31 December 2005 and 2004 in respect of
the retirement of its employees.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES

The Group’s principal financial instruments comprise cash at bank, cash
on hand, money at call and short notice, trade and other receivables,
trading securities, and trade and other payables. The main risks arising
from the Group’s financial instruments are interest rate risk, foreign
exchange risk, credit risk, liquidity risk and price risk. The directors of
the Company meet periodically to analyse and formulate measures to
manage the Group’s exposure to these risks. Generally, the Group
introduces conservative strategies on its risk management. As the
Group’s exposure to these risks is kept to a minimum, the Group has
not used any derivatives and other instruments for hedging purposes.
The Group does not hold or issue derivative financial instruments for
trading purposes. The directors review and agree policies for managing
each of these risks and they are summarised as follows:

a) Fair value and cash flow interest rate risks
Fair value interest rate risk is the risk that the value of a financial
instrument will fluctuate because of changes in market interest
rates. Cash flow interest rate risk is the risk that the future cash
flows of a financial instrument will fluctuate because of changes
in market interest rates. The Group believes its exposure to fair
value and cash flow interest risks is normal.

b) Foreign exchange risk
The Group’s monetary assets and transactions are principally
denominated in Renminbi (“RMB”). The Group believes its
exposure to foreign exchange rate risk is normal. At present, the
Group does not intend to seek to hedge its exposure to foreign
exchange risk profile, and will consider appropriate hedging
measures in future as may be necessary.

31.

32.

31 December 2005 (Expressed in Renminbi)
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32. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 32.
POLICIES (continued)

c) Creditrisk

Credit risk arises from the possibility that the counterparty to a
transaction is unwilling or unable to fuffill its obligation with the
results that the Group thereby suffers financial loss. In order to
minimise the credit risk, the management of the Group evaluates
regularly the level of credit limits, credit approvals and other
monitoring procedures to ensure that follow-up action is taken
to recover overdue debts. In addition, the Group reviews regularly
the recoverable amount of each individual receivable to ensure
that adequate impairment losses are made for irrecoverable
amounts. In this regards, the directors of the Company consider
that the Group’s credit risks is significantly reduced. The Group
has no significant concentrations of credit risk.

d) Liquidity risk
The Group will consistently maintain a prudent financial policy
and ensure that it maintains sufficient cash to meet its liquidity
requirements.

e) Price risk
The Group’s trading securities are measured at fair value at each
balance sheet date. The fair value of trading securities is based
on the quoted market price as at the balance sheet date.
Therefore, the Group is exposed to equity security price risk.
The management manages this exposure by maintaining a
portfolio of investments with different risk profiles.

33. COMMITMENTS 33.

At 31 December 2005, the total future minimum lease payments under
non-cancellable operating leases were payable as follows:
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The Group The Company
REE RATE]

2005 2004 2005 2004
—EEHRF | ZZTTNF| —TERF| —TTEF
RMB’000 RMB’000 RMB,000 RMB’000
ARETRT | AREFTL| ARBTR| ARETT
Within 1 year 16 A 207 228 - -
After 1 year but within 5 years 14 &{E54F 98 - - -
305 228 - -

The Group leases a number of properties under operating leases. The
leases typically run for an initial period of one to two years, with an
option to renew the lease when all terms are renegotiated. None of the
leases includes contingent rentals.
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Notes to the Financial Statement
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34. COMPARATIVE FIGURES
Certain comparative figures have been reclassified to confirm with the

current year’s presentation.
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31 December 2005 (Expressed in Renminbi)
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