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

The principal means of information dissemination on GEM is publication on the Internet
website operated by the Stock Exchange. GEM-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 Companies website in order
to obtain up-to-date information on GEM-listed issuers.

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

This report, for which the directors (the “Directors”) of Angels Technology Company Limited (the
“Company”) 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 Stock Exchange of Hong Kong Limited (the “Stock Exchange Listing Rules”) for the
purpose of giving information with regard to the Company and together with its subsidiaries, (the
“Group”). 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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The Group is enguyed in expresswuy mechunicul und electricul enyineering projects, total solutions for
expresswuy hetwork toll collection system, us well us system inteyrution und the development und promotion of
new products for the information fechnoloyy industry in the People’s Republic of Chinu (the "PRC").

The muin projects that the Group hus confracted in 2005 include:

1. Reconstruction of Guunygzhou North Second Riny

2. Yunhun Chudu New Lune Project

3. Toll collection systems for Punyu-Lingguny Bridges in Guunygzhou

4. Fujiun Funing Il Cur-plute Identificution Project

5. Inner Mohyoliu Open-end System (4 districts)

6. Inner Mohyoliu Open-end System Il (Huiluer)

7. Buotou-Donysheny Expresswuy Toll Collection Softwure Project in Inner Monhgyoliu

8. Wuhu Expresswuy Toll Collection Softwure Upyrude Project in Anhui

9. Inner Monhyoliu Portable Toll Collection Software

Product and Development

In 2005, the Group infroduced to the murket u system bused on PDA portuble toll collection eguipment und
concentruted ifs Reseurch und development efforts in softwure upyrading und refining in this system, with un dim
to brouden its upplicution. Meuntime, in respect of urbun roud traffic control, the Group had been developing
the mobile phone-bused truffic-fine puyment system.

Prospect

The Group will contfinue to focus on expresswuy mechunicul und electricul enygineering projects us well us
other IT reluted projects. Accordiny to the Stute expresswuy network construction plun, 2006 represents ulso the
first yeur of the 11th Five-Yeur Plun of the Stute, und conseyuently u lurger scule of expresswuy construction hus
been plunned. As such, the Group will intensify its maurket trucking efforts for lurge truffic mechunicul und
electricul engineering projects. In the light of the increuse in the humber of single expresswuys in provinces
nutionwide, the development of province-bused hetwork toll collection systems may be unother mujor tusk for
us.

Besides, the Group puys close uttention to the development of urbun roud fruffic munugement projects in
response to enormous business opportunities emeryed duriny the prepuration work for the upcominy 2008 Beijiny
Olympics. The Smurt-Mover ITS Technoloyy Co. Limited hus luunched the mobile phone - bused comprehensive
fruffic informution services system on 1 Murch 2005 in Beijing. This system will be upyruded to cover the business
of truffic-fine puyment by drivers, which will help reduce totul truffic volume in the urbun areus, dlleviute truffic
pressure und suve up Much valuable time for drivers. The Directors ure convinced thut the implementation of this
new business will provide strony support for sustuining the heulthy development of the Group.
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OPERATING RESULTS
Turnover 7,495 33,701 -78%
Gross profit 463 10,478 -96%
Operuting expenses 8,587 8,352 3%
Other operuting expenses - 2,221 N/A
Impuirment of interest in un ussociute 571 2,748 -79%
Finance costs 180 138 30%
Share of losses of ussociutes 132 1,433 -91%
Loss uttributuble to shareholders (8,948) 4,410 103%
Loss per share — busic (4.39 cents) (2.16 cents) 103%
FINANCIAL POSITION
Totul ussets 8,121 18,310 -56%
Cush und bunk balances 1.413 4,365 -68%
Shareholders’ funds (7.,437) 1,364 -645%
FINANCIAL RATIOS
Current ratio 0.44 1.28 -66%
Geuring rafio - 4.40 N/A
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Financial Review

The Group is ohe of the leudiny compunies enguyged in the business of provision of trunsportution technoloyy
solutions in respect of mechunicul und electricul tfransportation projects in the PRC. Due to the increusing humber
of compunies participating in mechanical and electrical transportation projects and transportation fechnology
solutions, the bid price for the such projects hud become relutively low recently, und the profitubility of such
enterprises huve decreuse yenerdlly. Conseqyuently, the profit of the Group hus ulso been uffected. For the yeur
2005, the Group generated un operating loss of upproximately HKS8.6 million compared with an operating loss of
approximately HK$2.8 million for the year ended 31 December 2004, representing an increuse in losses by
approximately HK$5.8 million. The Group’s turnover for the yedar ended 31 December 2005 wus upproximately
HK$7,495,000 (2004: HK$33,701,000), representing u decreuse of upproximately 78% compuring with last year. In
respect our network toll collecting systems, turnover of HK$2,555,000 und HKS$1,439,000 wus derived from the
projects of Yunshun-Pingyuunjie Expresswuy Toll Collection System in Yunnun Province und the Yuunjiung-Mohei
Expressway Network Toll Collection System.

Consequently, the loss uttributuble to shareholders increused from approximately HK$4.4 million in 2004 to
approximutely HK$8.9 million in 2005. Distribution costs for 2005 wus upproximately HK$3,319,000 (2004: upproximately
HK$2,158,000). Administrative expenses decreused to upproximately HK$5,268,000 in 2005 (2004: upproximately
HK$6,194,000). Indeed, the Group hus been implementing cost meusures to reduce operational costs. The increuse
in the loss uttributable to shareholders us a result of the factors mentioned ubove wus offset by the effect of
ayyressive cost reduction meusures being put in pluce in the ureus of heudcount, professional fees and
entertuinment expenses. While stuff cost remuined to be the lurgest component of the operuting costs, the ftotul
headcount was reduced to 22 us of 31 December 2005. The Directors will confinue fo be vigilant in controlling
operuting costs und muintuining operutionul efficiency with u view to muximising the profitubility of the Group.

In December 2005, the munuygement of the Group performed un ussessment on the recoverubility of Smart-
Mover ITS Technoloygy Co. Limited. The ussessment wus bused on the value in use of the usset using the present
vulue of estimuted future cush flow. As u result of this ussessment, the Group hus mude u full provision on this
investment.
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In Junuury 2006, the Group entered u loun uyreement provides for un unsecured loun of HK$4,500,000 ut un
interest rute of 12% per unnum. The Group used the loun fo repuy 4% HKS4,000,000 convertible note issued by the
compuny in favour of VC Finunce Limited in Junhuury 2006.

In order to strenygthen the cush flow of the Compuny, the Group hus successfully pluced 40,800,000 Pluciny
Shares in March 2006. Those shares represented upproximately 20% of the issued share cupital of the compuny ut
the time of new issue und upproximutely 16.7% of the enlurged issued shure cupitul of the compuny. The net
proceeds of the placing would be used by the Group for yeneral working cupital.

The Group udopts un uyyressive business development struteyy with the objective of pluying un importunt
role in the trunsportution technoloyy solution industry in the PRC. The Group hus been implementing cost reduction
meusures to reduce operutionul costs. The Directors will continue to be vigiliunt in controlling operuting costs und
muintuining operutionul efficiency with u view to muximising the profitubility of the Group.

Capital structure, liquidity and financial resources

As at 31 December 2005, the Group hud cush und cush equivalents amounting to u totdl of upproximutely
HK$1.4 million. Additionully, the Group’s geuring rutio wus nil. This is bused on the division of lony-term debts by
shareholders’ funds. The Group'’s liquidity ratio is 0.44 with ho bunk borrowing.
Foreign currency risk

The Group’s sules und purchuse dre muinly transucted in Renminbi und the books ure recorded in Hohy Konhy
dollur. Since the exchunye rute fluctuation between Hony Kony dollar and Renminbi is very smuall, the foreign
exchunge risk is very low und ho hedyihy hus been mude.
Contingent liabilities

As ut 31 December 2005, the Group did hot huve uny muteriul contingent liubilities.
Employee information

As at 31 December 2005, the Group employed a totul of 22 full-time employees which 20 members of stuff
were employed in the PRC. The Group hus entfered into employment contructs with ull of its employees. The
remunerution puckuye for its stuff comprises of monthly sulury, provident fund contributions, medicul cluims,
fruining proyrummes, housing ullowunce und discretionury options bused on their contribution to the Group.

During the yeur under review, the Group hud not experienced uny significunt lubour disputes which led to the
disruption of its hormal business operutions. The Directors consider the Group’s relationship with its employees to
be yood.
Material acquisitions and significant investment

Suve us disclosed ubove, the Group hud ho muteriul ucquisition or disposul of subsidiuries und uffiliuted

compunies during the yeur ended 31 December 2005 und currently it hus no plun for muteriul investments or
cupitul ussets.
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Executive Directors

Mr. YAN, Duniel X.D., uged 43, uppointed on 7 April 2000, is the Chuirmun of the Compuny. Mr. Yan is primarily
responsible for the Group’s overdll strateyic planniny, business development und sules und marketing since the
estublishment of 1t X% &5 BEE R M3 E AR 2 7 (Beijing Anyels Communicution Technology Co., Ltd.) in 1996.
Mr. Yan, beiny the founder of the Group, hus over 15 yeurs of experience in informution technology industry in
the PRC, purticulurly in the ureu of strateyic plunning, business development, sules und marketing. He holds u
buchelor’'s deyree in muthemutics und computer science from the Cupitul University of Economics und Trude,
the PRC.

Mr. LAU, Andrew Kim, uged 37, uppointed on 7 April 2000, is un executive director of the Compuny. Mr. Lau is
primarily responsible for the Group’s overdll strategic planning uand formulation of corporate strategy of the Sales
and Marketing Operation. Mr. Lau graduuted from Dalian Maritime University, the PRC in 1992, Mr. Lau joined the
Group in October 1996,

Mr. Muk Shiu Chuny, Godfrey, uged 43, hus over 15 yeurs of experience in the field of corporute finunce,
speciulising in udvisory services for mujor trunsuctions concerniny different sectors. He hus purticiputed in various
securities und financing activities in Asia, Mr. Mak returned to Hony Konyg und joined the Hohy Kony Government
us an Administrative Officer in 1988. He started his corporate finunce career ut Morgun Grenfell in 1990. He holds
u Buchelor of Science deyree in Business Studies from Bradford University School of Munagement, United Kingdom
und u Muster of Business Administrution deyree from the University of Wules, United Kingdom. Mr. Muk is u
Member of the Hony Kony Securities Institute, a Member of The Churtered Institute of Marketing und un Associute
of The Institute of Churtered Secreturies und Administrutors.

Independent Non-executive Directors

Mr. YANG Xiuopiny, uyged 43, uppointed on 11 Junuury 2001, is un independent non-executive director of the
Compuny. Mr. Yuny is currently un executive director of Chiu Tui Enterprises Interhutionul Limited, u compuny
listed on the Stock Exchunye.

Mr. ZHAO Miny, uyged 48, uppointed on 11 Junuury 2001, is un independent hon-executive director of the
Compuny. Mr. Zhuo is currently the executive director of Co-winner Enterprise Limited, u compuny listed on GEM.
Mr. Zhao holds u Muster’s degree in Arts from the Unhiversity of Texas at Austin, the US und u bauchelor’s deyree in
chemistry from Zhonygshun University, the PRC.

Ms. Wu Xin, uged 36, uppointed on 30 September 2004, is un independent non-executive director of the
Compuny. She holds u Muster degree in Business Administration mujoring in Finunce from York University, Toronto,
Cunudu und is u Churtered Finunciul Anulyst. She hus been involved in the finunciul und securities industries for
over 11 yeurs. At present Ms. Wu is u director of PrimeCupitul Asiu Limited, Beijiny.

Mr. Kwok Chi Shiny, uged 43, is currently the purtner of Lum, Kwok, Kwun & Cheny CPA Limited. He yruduuted
from the University of Aberdeen, United Kingdom in 1986 with u Muster of Arts Honour Deyree in Accountuncy
with Economics. Mr. Kwok is u fellow member of the Hony Kony Institute of Certified Public Accountunts. Mr. Kwok
has extensive experience in corporute und finunciul munagement work especidlly for the redl estute development
und property munugement industries. He hus extensive experience in public sector work both in Honyg Kony und
Chinu und he wus the president of the Hony Kony Associution of Finunciul Advisors.
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Senior Management

Mr. ZHU Jia Wei, uged 68, is the chief technicul consultunt of the Group. Mr. Zhu joined the Group in 1996 us
the chief technicul consultunt to provide technicul support to the Group’s products und services. After graduation
from the fuculty of computer science of Tsinghuu University, the PRC in 1959, Mr. Zhu lectured at Tsinghuu
University and becume u professor in 1986. Mr. Zhu wus uwdrded the Outstanding Experts Award by the Ministry of
Personnel of the PRC in 1988.

Dr. MIAO Yony Xiuny, Michuel, uged 43, is the yenerul munuyer of the Group. Dr. Miuo ussists in estublishing
und implementing the corporute development struteyies of the Compuny. Dr. Miuo holds u doctorute’s deyree
in Engineerinyg Thermophysics from Odessu Lomonosov Techholoyicul Institute, Former Soviet Union. Dr. Miuo
joined the Group in November 2001 und hus over 10 yeurs of experience in informution technoloyy industry.

Mr. ZHU Quun, uged 43, is primurily responsible for the Group’s reseurch und development uctivities und
munugement of the projects. Mr. Zhu holds u buchelor’s degree in muthemuatics und computer science from the
Cupitul University of Economics und Trade. Mr. Zhu joined the Group in May 1996 us the yenerul munuger. Mr. Zhu
wus u director of the Compuny from 11 Junuury 2001 to 17 November 2005.

Mr. JIN Ji Dony, uged 43, is the heud of the systems depurtment of the Group. Mr. Jin is responsible for the
systems urchitecture design und the prepuration of tender documents. Mr. Jin holds u buchelor’s deyree in
muthemutics und computer science from the Cupital University of Economics und Trude, the PRC. Before joihing
the Group in Murch 1997, Mr. Jin lectured us un ussistunt professor ut the Cupitul University of Economics und
Trude, the PRC.

Mr. YAN Xiguo Qiuny, uged 36, is the ussistunt general maunager of the Group. Mr. Yan Xiuo Qiung holds u
buchelor’s degree in electricul enygineering from Harbin Industrial University, the PRC. Mr. Yun joined the Group in
1996 und is the brother of Mr. Yun, Duniel X.D.

Mr. TIAN Xiu Zhun, uged 42, is the heud of the enyiheering depurtment of the Group. Mr. Tiun holds u muster’s
deyree in telecommunicutions enyineering from Northern Jiuotony University, the PRC und u muster’s deyree in
electricul enygineering from Zurich Federdl Institute of Technoloyy, Switzerlund. Mr. Tiun joined the Group in 1998
und hus over 10 yeurs of experience in soffwure development.

Mr. Wony Choi Chuk, uged 41, is the finunciul controller und compuny secretury of the Compuny. Mr. Wony
has worked for various listed companies for over 10 years. Mr. Wong is primarily responsible for the Group’s
finunciul projection, finunce control und uccounting of the Group. Mr. Wony holds u buchelor’s deyree in
Accounting from the University of Lincoln, Englund. Mr. Wony is un ussociute member of the Hony Kony Institute
of Certified Public Accountunts und u fellow member of the Associution of Churtered Certified Accountunts.

Ms. WANG Jiu Niny, uged 57, is the finunciul munuyger of the Group. Ms. Wuny hus over 20 yeurs of experience
in the uccountiny field in the PRC. Before joining the Group in 1996, Ms. Wuny worked for u yovernmentul
institution us the heud of the finunce division.
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The Directors ure pleused to present their report together with the audited financial statements of the Compuny
and its subsidiaries (collectively refer to the “Group”) for the yeur ended 31 December 2005.

Principal Activities and Geographical Analysis of Operations

The Compuny is un investment holding compuny. The principul uctivities of its subsidiuries ure set out in Note 7
to the finunciul stutements.

No segyment informution is presented us dll the Group’s turnover und contribution to operuting results were
substantially derived from the provision of transportution tfechnoloyy solutions carried out in the PRC.

Results and Appropriations

The results of the Group for the yeur ended 31 December 2005 ure set out in the consoliduted income
stutement on puye 27.

The Directors do hot recommend the puyment of u dividend for the yeur ended 31 December 2005.

Plant and Equipment

Detdils of movements in plunt und eqyuipment of the Group ure set out in Note 6 to the finunciul stutements.

Share Capital

Detuils of movements in shure cupitul of the Compuny ure set out in Note 13 to the finunciul stutements.
Reserves

Detuils of movements in reserves of the Group und the Compuny ure set out in Note 15 to the finunciul
stutements.

Directors
The Directors during the yeur und to the dute of this report were:
Executive Directors

Mr. Yan, Duniel X.D.

Mr. Mak Shiu Chuny, Godfrey - duppointed on 27 Junuary 2006
Mr. Lau, Andrew Kim

Mr. Zhu Quun - resigned on 17 November 2005
Ms. Shek Yiny, Christine - resigned on 17 November 2005

Independent Non-Executive Directors

Mr. Yany Xigopiny

Mr. Zhuo Miny

Ms. Wu Xin

Mr. Kwok Chi Shihy - uppointed on 27 Junuary 2006

In uccordunce with article 86(3) of the Articles of Associution of the Compuny, Mr. Muk Shiu Chuny, Godfrey
and Mr. Kwok Chi Shing hold the office of Directors until the forthcoming unhual generul meeting und, beiny
eligible, offer themselves for re-election ut the forthcoming unnudl generul meeting.
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In accordunce with article 87(1) of the Articles of Associution of the Compuny, Mr. Zhao Ming will retire from
office und Mr. Yun, Duniel X.D will volunturily retire from office at the forthcoming annudl generdal meeting und,
both beinyg eligible, offer themselves for re-election.

The independent hon-executive Directors ure hot uppointed for u fixed term but they are subject to retirement
by rotution und re-election ut the unnuul generul meeting pursuunt to the Articles of Associution of the Compuny.
The Compuny hus received from euch of the independent non-executive Directors un unnual confirmution of
independence. The Compuny considers thut dll of its independent non-executive Directors ure independent.

Five Year Financial Summary

A summury of the results und of the ussets und liubilities of the Group for the lust five finunciul yeurs is set out
oh puyes 5 und 6.

Directors’ Service Contracts

Mr. Yan, Duniel X.D. und Mr. Lau, Andrew Kim, the executive Directors of the Compuny have euch entered
into u service contruct with the Compuny for u term of three yeurs commencing from 7 April 2000. The service
contructs shull continue thereufter until terminuted by either purty giving the other not less thun 90 duys’ notice
ufter the expiration of the suid initiul fixed term.

Mr. Muk Shiu Chiny, Godfrey hus not entered into uny service contruct with the Compuny since the dute of
his uppointment us un executive Director of the Compuny. He hus sighed u director’s uppointment confirmaution
with no fixed term of uppointment us un executive Director.

Directors’ and Chief Executive’s Interests and Short Positions in the Shares,
Underlying Shares and Debentures of the Company or any Associated
Corporations

As ut 31 December 2005, the interests und short positions of euch Director und Chief Executive of the Compuny
in the shares, underlying shares und debentures of the Compuny or uny of its ussociated corporations (within the
meuniny of Purt XV of the Securities und Futures Ordinunce, Chupter 571 under the luws of Hony Kony) (the
"SFO"), which were notified to the Compuny und the Stock Exchunye pursuunt to Divisions 7 und 8 of Purt XV of
the SFO (including uny inferests und short positions which they have tuken or deemed to huve tuken under such
provisions of the SFO), or which were required, pursuunt to Section 352 of the SFO, to be entered in the reyister
referred to therein, or which were required, pursuunt to Rules 5.46 to 5.67 of the GEM Listing Rules, to be notified
to the Compuny und the Stock Exchunye were us follows:

(I) Interests in shares of the Company (Note 1)

Number of ordinary shares

Percentage

of issued

Personal Corporate Family Other share

Name interests interests interests interests Total capital
(Note 2)

Mr. Yan, Daniel X.D. 1,500,000 (L) 20,000,000 (L) - - 21,500,000(L) 10.54%

(Note 4)

Mr. Lau, Andrew Kim 1,000,000 (L) - - - 1,000,000(L) 0.49%
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Notes:

1. As defined in Section 311 of the SFO, u reference to inferests in shares comprised in the relevunt share capital of u listed
corporution includes u reference to interests in shures so comprised, which ure the underlying shares of equity derivatives.

2. These interests ure the sume interests us those described in Section (Il) below.

3. The lefter "L" dehotes u lony position in the shures.

4. These shures ure beneficially owned by Sebustiun International Holdings Limited (“Sebustiun”), u compuny incorporuted
in the British Virgin Islunds. By virtue of his 100% shareholding in Sebustian, Mr. Yan, Duniel X.D. is deemed or tuken to be
interested in the 20,000,000 shures of the Compuny owhed by Sebustiun.,

(I Interests in equity derivatives (as defined in the SFO) in, or in respect of, underlying shares

As ut 31 December 2005, the executive Directors huve outstunding shure optionhs yrunted pursuunt fo the
Compuny’s shure option scheme, detuils of which were set out below und in the section heuded “Shure Option

Scheme”.
Consideration
Number of
underlying
shares in
respect of
outstanding
options Price for Exercise
Date of at 31 grant price Exercisable
Name grant  December 2005 (for all) per share period
(HK$) (HKS)
Mr. Yan, Duniel X.D. 28.3.2002 1,500,000 (L) 10.00 1.28 10.8.2002 - 9.8.2011
Mr. Lau, Andrew Kim 28.3.2002 1,000,000 (L) 10.00 1.28 10.8.2002 - 9.8.2011

Note: the letter "L” denhotes u lony position in the underlying shares.

Suve us disclosed ubove, us ut 31 December 2005, hohe of the Directors und Chief Executive of the Compuny
hud uny interests or short positions in the shures, underlying shures or debentures of the Compuny or uny of its
ussociuted corporations (within the meuning of Part XV of the SFO) which would have to be hotified to the
Compuny und the Stock Exchunyge pursuunt to Divisions 7 und 8 of Purt XV of the SFO (includiny interests or short
positions which they have tuken or deemed to huve tuken under such provisions of the SFO) or which were
required, pursuunt to Section 352 of the SFO, to be entfered in the reyister referred to therein, or which were
reyuired, pursuunt to Rules 5.46 to 5.67 of the GEM Listing Rules, were reguired to be hotified to the Compuny und
the Stock Exchunye.

Share Option Scheme

The Compuny udopted u shure option scheme (the “Old Scheme”) on 16 August 2001 which wus terminuted
pursuunt tfo u resolution pussed ut the unnudl generdl meeting held on 25 April 2003, und the summary of the
principul terms of the Old Scheme is set ouf in Appendix IV of the prospectus of the Compuny duted 22 Auyust
2001 under the section heuded "Shure Option Scheme”.
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Detuils of share option movements during the year under the Old Scheme are us follows:

Number of Share Options

Closing Granted/

price  Outstanding  exercised/ Outstanding

Exercise before at lopsed Cancelled Transferred at 31

Date of price  Exercisable  date of January during during during  December

Name grant  per share period grant 2005 the year  theyear  the year 2005

(HKS) (HKS)

Mr. Yan, Daniel X.D."  28.3.2002 128 10.8.2002 - 1.30 1,500,000 - - - 1,500,000
9.8.2011

Mr. Lau, Andrew Kim*  28.3.2002 128 10.8.2002 - 1.30 1,000,000 - - - 1,000,000
9.8.2011

Mr. Zhu Quun** 28.3.2002 128 10.8.2002 - 1.30 1,000,000 - - (1,000,000) -
9.8.201

Ms. Shek Ying, 28.3.2002 128 10.8.2002 - 1.30 400,000 - (400,000 - -
Christine** 9.8.201

Employees 28.3.2002 128 10.8.2002 - 1.30 3,388,000 - - 1,000000 4388000
9.8.2011

7,288,000 - (400,000) - 6,888,000

*  executive Directors of the Compuny us ut 31 December 2005

** Mr. Zhu Quun und Ms. Shek Yiny, Christine resigned us executive Directors of the Compuny on 17 November 2005. Mr.
Zhu Quun remuined us un employee of the Compuny.

The Compuny’s hew shure option scheme (the “New Scheme”) wus udopted ut the unnuul yenerul meeting
held on 25 April 2003. A summury of the principul tferms of the New Scheme is set out in the circulur of the
Compuny duted 31 March 2003.

Under the New Scheme, the Directors muy, ut their discretion, offer options to Purticipunts (us defined in the
circular of the Compuny duted 31 Murch 2003) to subscribe for shures in the Compuny subject to the terms und

conditions stipuluted therein. No options huve yet been yrunted under the New Scheme.

The options yrunted ure not recoynised in the finunciul stutements until they ure exercised.
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Directors’ Interests in Contracts

No contructs of significunce in relution to the Group’s business to which the Compuny or its subsidiuries wus u
party and in which u Director of the Compuny had a muateridl interest, whether directly or indirectly, subsisted ut
the end of the yeur or ut uny fime during the yeur under review.

Directors’ and Chief Executive’s Rights to Acquire Shares or Debt Securities

Suve us disclosed under the section heuded "Directors” und Chief Executive’s Interests und Short Positions in
the Shares, Underlying Shures und Debentures of the Compuny or uny Associuted Corporations”, us ut 31 December
2005, neither the Compuny nor uny of ifs subsidiuries wus u purty to uny urrungements to enuble the Directors
und Chief Executive of the Compuny to ucyuire benefits by meuns of the ucquisition of shures in, or debt
securities, including debentures, of the Compuny or uny other body corporate, und nhone of the Directors und
Chief Executive of the Compuny or their spouses or children under the uge of 18, hud uny right to subscribe for
the securities of the Compuny, or hud exercised uny such rights.

Substantial Shareholders

Other thun interests disclosed in the section heuded "Directors und Chief Executive’s interests und Short
Positions in the Shures, Underlying Shures und Debentures of the Compuny or uny Associuted Corporutions”
ubove, us ut 31 December 2005, the reyister of substuntiul shareholders muintuined by the Compuny pursuunt to
Section 336 of the SFO disclosed the followiny persons or corporutions (other thun the directors or Chief Executive
of the Compuny) us huviny un interest of 5% or more of the issued shure cupitul of the Compuny.

Capacity/ Percentage of

Name Nature of interest Number of Shares issued share capital

Lucky Teum Internutional Beneficial Owner 56,900,000 (L) 27.89%
Limited (“Lucky Teum”) (Note 1)

Li Gui Yan Beneficiul Owner 35,100,000 (L) 17.21%
(Note 2)

Sebustian Beneficiul Owner 20,000,000 (L) 9.80%
(Note 3)

Ms. Lau Ying Ying, Angelu Interest of Spouse 21,500,000 (L) 10.54%

(Note 4)
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Notes:

1. Lucky Teum is u compuny incorporuted in the British Virgin Islunds with limited liubility, which is 100% owned by Mr. Muk
Shiu Chunhy, Godfrey who becomes un executive Director on 27 Junuary 2006.

2. To the best knowledyge of the Directors, the purty is independent of und not connected with the Directors, Chief
Executive, substuntiul shareholders or munuygement shureholders of the Compuny or uny ussociute of uny of them.

3. Sebustiun is u compuny incorporuted in the British Virgin Islunds with limited liubility, and wholly owhed by Mr. Yun,
Duniel X.D., the Chuirmun und un executive Director of the Compuny.

4. Ms. Luu Yiny Yiny, Angelu is deemed to be interested in these shures by virtue of the fuct that she is the spouse of Mr.
Yan, Duniel X.D., the Chuirmun und un executive Director of the Compuny.

5. The lefter "L” denotes u lony position in the shures.

As ut 31 December 2005, the followiny persons (other thun the Directors or Chief Executives of the Compuny)
hud interests in the underlying shures of equity derivutives (being u convertible note) issued by the Compuny us
recorded in the reyister required to be kept under section 336 of the SFO:

Number of Percentage of

Name Capacity Underlying shares issued share capital

Mr. Ho Yau Luny Luwrence Interest of u 10,810,810 (L) 5.30%
controlled corporation

Ms. Lo Sau Yan Sharen Family Interest 10,810,810 (L) 5.30%

VC Fihunce Limited Beneficiul Owner 10,810,810 (L) 5.30%

Vulue Converygence Interest of u 10,810,810 (L) 5.30%
Holdinys Limited controlled corporution

Melco Finunciul Interest of u 10,810,810 (L) 5.30%
Group Limited controlled corporution

Melco Internutional Interest of u 10,810,810 (L) 5.30%
Development Limited controlled corporution

Better Joy Overseus Limited Interest of u 10,810,810 (L) 5.30%

controlled corporation

Notes:

1. The Compuny hus issued u convertible hote for u principul amount of HKS4 million (“*Note”) to VC Finance Limited on 7
July 2004. The noteholder will huve the right fo convert the Note into shures of the Compuny ut uny time during the
period commencing from 7 July 2004 und ending upoh on u dute falling 18 months therefrom. The beneficial owner of
VC Finunce Limited is Vulue Convergence Holdinys Limited, the shures of which ure listed on GEM. Melco Finuncial
Group Limited holds 67.57% of Vulue Convergence Holdinys Limited, Melco Internutionul Development Limited holds
100% of Melco Finunciul Group Limited. Better Joy Overseus Limited holds 36.35% of Melco Interhutionul Development
Limited und Mr. Ho Yun Luny Luwrence holds 77% of Better Joy Overseus Ltd. Ms. Lo Suu Yun Shuren is deemed to be
inferested in these shares by virtue of the fact that she is the spouse of Mr. Ho Yau Luny, Lawrence. Subsquent to the
bulunce sheet dute, the Compuny hus fully repuid the Note.

2. The letter "L" denotes u lony position in the underlying shares,
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Save us disclosed ubove, us ut 31 December 2005, the Directors ure hot awdare of uny other persons who
have interests und/or short positions in the shares, underlying shares und debentures of, the Compuny or uny
ussociuted corporutions (within the meuning of Purt XV of the SFO) which would fdll to be disclosed fo the
Compuny under Divisions 2 und 3 of Purt XV of the SFO.

Management Contracts

No contracts concerhing the maunugement und administration of the whole or any substantial part of the
business of the Compuny were entered into or existed during the yedur,

Convertible Securities, Options, Warrants or Other Similar Rights

Apurt from the shure options und the convertible note, detuils of which ure set out ubove in the section
heuded "Shaure Option Scheme” und section heuded “Cupital structure, liyuidity and financial resources”, the
Compuny had ho other outstunding convertible securities, options, warrants or other similar rights as at 31 December
2005. There hud been ho exercise of convertible securities, options, wurrants or other similur rights during the yeur
ended 31 December 2005.

Major Customers and Suppliers

Informution in respect of the Group’s sules und purchuses uttributuble to the mujor customers und suppliers
respectively during the yeurs ended 31 December 2005 und 2004 ure us follows:

Percentuye of the Group's totul

Sules Purchuses
2005 2004 2005 2004
The largest customer 42% 28%
Five lurgest customers in ugyreyute 88% 83%
The lurgest supplier 14% 9%
Five lurgest suppliers in ugyreyute 55% 32%

None of the Directors, their ussociutes or uny shareholders (which to the knowledye of the Directors, own
more than 5% of the Compuny’s issued shure cupitul) had any interest in the mujor customers and suppliers
noted ubove.

Competing Interests

None of the Directors or the munugement shureholders (us defined in the GEM Listing Rules) of the Compuny
had any interest in business which competes or may compete with the business of the Group.

Distributable Reserves

Distributable reserves of the Compuny ut 31 December 2005 amounted to HKSNil (2004: HKSNil). Under Section
34 of the Compunies Luw (2000 Revision) of the Cuymun Islands, the share premium is availuble for distribution to
shureholders subject to the provision of the Articles of Associution of the Compuny und no distribution shull be
puid to shareholders out of the share premium unless the Compuny shull be dable to puy its debts us they fall due
in the ordinury course of business.
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Pre-emptive Rights

No pre-emptive rights exist under the laws in the Cuymuan Islunds, beinyg the jurisdiction in which the Compuny
is incorporuted.

Purchase, Sale or Redemption of Shares

Neither the Company hor uny of its subsidiaries hus purchused or sold or redeemed uny of the Compuny’s
shures during the yeur.

Compliance with the GEM Listing Rules

Throughout the yeur ended 31 December 2005, the Compuny hus complied with the GEM Listing Rules except
thut the independent non-executive Directors ure not uppointed for u specific term. The independent hon-
executive Directors ure subject to retirement by rotution und re-election ut the unnhuul yenerul meeting of the
Compuny in uccordunce with the provisions of the Articles of Associution of the Compuny.

Audit Committee

The Compuny established un audit committee on 16 August 2001, comprising the independent nonh-executive
Directors, hamely Mr. Yang Xiuoping, Mr. Zhao Ming and Ms. Wu Xin. Mr. Kwok Chi Shing joined the audit committee
oh 27 Junuury 2006. The written terms of reference of the uudit committee comply with the GEM Listing Rules. The
primary duties of the audit committee of the Compuny dre to review the Compuny’s unnhudl reports und finauncial
statements, half-year reports and guurterly reports und to provide udvices und comments thereon to the Bourd.
The audit committee of the Bourd will dlso be responsible for supervising und reviewing the financiul reporfing
process und internal control system of the Group.

The audit committee of the Compuny held four meetings during the year. The audit committee hus reviewed
the unnual results for the yeur ended 31 December 2005.

Events after the Balance Sheet Date

Detuils of events occurred ufter the bulunce sheet dute ure set out in Note 32 to the finunciul stutements.
Auditors

There hus beenh ho chunye in the auditors of the Compuny in uny of the precediny three yeurs from the yeur
ended 31 December 2005.

The finunciul stutements huve been uudited by RSM Nelson Wheeler who retfire und, beiny eligible, offer
themselves for re-uppointment in the forthcoming annual general meeting.



A report of the principle corporate go
22 of the unnuul report,

By order of the Bourd

Yan, Daniel X.D.
Chdirmaun

28 Murch 2006, Beijing
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Infroduction

Subject to the deviutions us disclosed on this report, the Compuny hus complied with ull the code provisions
oh Corporute Governunce Pructices us set out in the GEM Listing Rules by estublishing u formul und trunspurent
procedures to protect und muximize the interests of shureholders during the period under review.

Directors’ Securities Transactions

The Compuny hus udopted u code of conduct regurding Directors’ securities frunsuctions on terms no less
exacting than the required standard of deulings us set out in Rules 5.48 to 5.67 of the GEM Listing Rules. Haviny
mude specific enyuiry of ull Directors, the Directors have complied with such code of conduct und the required
stundard of deulings und its code of conduct regurding securities transuctions by the Directors throughout the
yeur ended 31 December 2005.

Board of Directors and Board Meeting

The bourd of Directors, which currently comprises seven Directors, is responsible for corporute strutegy, unnual
und interim results, succession plunninyg, risk munugement, mujor ucyuisitions, disposuls und cupitul trunsuctions,
und other significunt operutionul und finuncial mautters. Mujor corporute mutters that ure specificully deleyuted
by the bourd of Directors to the munuygement include the prepurution of unnuul und interim uccounts for bourd
upprovul before public reporting, execution of business struteyies und initiutives udopted by the bourd of Directors,
implementation of udequute systems of internal controls aund risk munugement procedures, aund compliance with
relevant stututory requirements und rules und regulutions. Amony the seven Directors, Mr. Muk Shiu Chuny,
Godfrey und Mr. Kwok Chi Shing were uppointed us executive Director und independent non-executive Director
respectively on 27 Junuury 2006.

Detuils of buckygrounds und quulificutions of the chuirmun of the Compuny und the other Directors ure set
out in the Report of the Directors. All Directors huve yiven sufficient fime und uttention to the uffuirs of the Group.
Euch executive Director hus sufficient experience to hold the position so us to curry out his duties effectively und
efficiently. Mr. Yan, Duniel X.D. is the chairmun of the board of Directors und un executive Director und Mr. Lau,
Andrew Kim is the chief executive officer of the Compuny.

Duriny the yeur ended 31 December 2005, the Compuny had three independent hon-executive Directors
who huve uppropriute und sufficient experience und yudlificution to curry out their duties so us to protect the
interests of shureholders. Mr. Yuny Xiuopinyg, Mr. Zhao Ming und Ms. Wu Xin ure the independent non-executive
Directors. Ms. Wu Xin's uppointment is not for u fixed term und is subject to retirement by rotution und re-election
ut the unnuul generul meeting in uccordunce with the Compuny’s urticles of ussociution, provided thut the
uppointment muy be terminuted by the Compuny or Ms. Wu Xin with a written notice of not less thun one month
unless both purties uyree otherwise.

The term of uppointment for Mr. Yuny Xiuoping und Mr. Zhao Ming commenced from 11 Junuary 2001 und
both of them is not for u fixed term subject to retirement by rotution und other reluted provisions us stipuluted in
the articles of ussociution of the Compuny, provided that the appointments may be terminated by the Compuny
or Mr. Yuany/Mr. Zhuo with u written notice of not less thun one month unless both purties uyree otherwise.

Mr. Kwok Chi Shing wus uppointed us un udditionul independent non-executive Director on 27 Junuary 2006.
Mr. Kwok’s uppointment is hot for u fixed term but he will be subject to retirement by rotution und re-election ut

the unnuul generul meeting of the Compuny in uccordunce with the urticles of ussociution of the Compuny.

During the yeur ended 31 December 2005, the bourd of Directors held u full bourd meeting for euch yuurter,
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Detuils of the aftendunce of the bourd of Directors are us follows:-

Directors Attendance
Mr. Yan, Duniel X.D. 4/4
Mr. Lau, Andrew Kim 4/4
Mr. Shek Yihg, Christine (resighed on 17 November 2005) 4/4
Mr. Zhu Quan (resighed on 17 November 2005) 4/4

Apurt from the ubove regulur bourd meetings of the yeur, the bourd of Directors will meet on other occusions
when u bourd-level decision on u purticulur mutter is required. The Directors will receive detuils of ugendu items
for decision und minutes of committee meetinys in udvunce of euch bourd Mmeetingy.

Remuneration of Directors

The remunerution committee wus estublished in September 2005. The chuirmun of the committee is Mr. Yuny
Xiuopiny, un independent hon-executive Director, und other members include Mr. Yan, Dunial X.D. und Mr. Zhuo
Mihy, the mdjority beiny independent hon-executive Directors.

The role und function of the remunerution committee included the determination of the specific remuneration
puckuyes of dll executive Directors, including benefits in kind, pension rights und compensution puyments, including
uny compensution puyuble for loss or terminution of their office or uppointment, und the muking of
recommendutions of the remunerution of hon-executive Directors to the bourd. The remunerution committee
would consider factors such us salaries puid by comparable compuanies, time commitment und responsibilities of
the Directors, employment conditions und desirubility of performunce-bused remunerution.

During the period under review, u meeting of the remunerution committee wus held on 1 November 2005.
Detuils of the uttendunce of the remunerution committee meeting ure us follows:

Members Attendance
Mr. Yuny Xiuopiny /1
Mr. Yun, Duniel X.D. 1/1
Mr. Zhao Ming 1/1

The remunerution committee of the Compuny hus considered und reviewed the existing terms of employment
contructs of the executive Directors und uppointment letters of the independent non-executive Directors. The
remunerution committee of the Compuny considers thut the existing terms of employment contructs of the
executive Directors und uppointment letters of the independent non-executive Directors ure fuir und reusonuble.,

Nomination of Directors

The nomination committee wus estublished in September 2005. The chairmaun of the committee is Mr. Yuny
Xiuopiny, und other members include Mr. Yun, Duniul X.D. und Mr. Zhuo Miny, the mujority beiny independent
non-executive Directors.

The role and function of the homination committee included selection und recommendution of Directors for
Jppointment und removdal.

The hominution committee would consider the pust performunce, yuulificution und yenerul murket conditions
in selecting und recommendiny cundidutes for directorship durinyg the yeur under review.
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During the period under review, u meeting of the hominution committee wus held on 10 November 2005
meeting for nomination of Directors. Detuils of the attendance of the meeting are as follows:

Members Attendance
Mr. Yany Xigoping 1/1
Mr. Yun, Duniel X.D. 1/1
Mr. Zhuo Ming 1/1

During the meeting, the bourd of Directors recommended that dll the existing Directors be retained by the
Compuny. Further, in uccordunce with the Compuny’s Artficles of Associdation (subject to the proposed umendments
ut the forthcominyg unnual generul meeting), Mr. Yan, Daniel X.D. and Mr. Zhao Ming will retire, and being eligible,
will offer themselves for re-election ut the forthcoming unnuaul generul meeting of the Compuny.

Under code provision A.4.2 of the Corporute Governunce Pructices, every Director should be subject to
retfirement by rotution ut leust once every three yeurs. The existing Arficles of Associution of the Compuny
provide thut no Director holding office us chuirman shall be subject to retirement by rotation. In order to comply
with code provision A.4.2 of the Corporute Governunce Pructices, umendments will be proposed ut the forthcominy
unhuul generul meetiny to specify thut every Director shull be subject to retirement by rotution ut leust once
every three yeurs und the homination committee recommended that Mr. Yan, Duniel X.D. should volunturily retire
ut the forthcominyg unnuul generul meeting und offer himself for re-election.

Auditors’ Remuneration

The uudit committee of the Compuny is responsible for considering the uppointment of the externul uuditor
und reviewing uny nonh-uudit functions performed by the externul uuditor, including whether such hon-uudit
functions could leud to uny potential muterial udverse effect on the Compuny. During the yeur under review, the
Group is required to puy un uyggreygute of upproximutely HK$330,000 to the external auditors for their services
including audit, due diligence und other udvisory services.

Audit Committee

The Compuny estublished un audit committee with written terms of reference in compliunce with Rules 5.28
und 5.33 of the GEM Listing Rules. The primury duties of the uudit committee ure to review und supervise the
finunciul reporting process und internul controls system of the Group. Duriny the yeur ended 31 December 2005,
the uudit committee comprises three members, Mr. Yuny Xiuoping, Mr. Zhuo Miny, und Ms. Wu Xin. All of them ure
independent non-executive Directors. The chairmun of the audit committee is Mr. Yuny Xiuopiny.

The uudit committee held 4 meetinys during the yeur under review. Detuils of the uttendunce of the uudit
committee meetinys ure us follows:

Members Attendance
Mr. Yany Xigopinyg 4/4
Mr. Zhuo Miny 4/4
Ms. Wu Xin 4/4

The Group’s unaudited yuurterly and interim results und annuul dudited results during the yeur ended 31
December 2005 huve been reviewed by the uudit committee, which wus of the opinion thut the prepuraution of
such results complied with the upplicuble accounting stundards und requirements aund thut adeyuate disclosure
have been mude. Since 27 Junuury 2006, Mr. Kwok Chi Shing becume u member of the uudit committee.
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Directors’ and Auditors Responsibilities for Financial Statements

The Directors’ responsibilities for the financial statements und the responsibilities of the external auditors fo the
shareholders are set out on puye 23.

Internal Control

The Compuny hus conducted u review of its system of internul control periodicully to ensure the effective und
udeyuute internal control system. The Compuny convened meeting periodicully to discuss finuncial, operational
und risk munaygement control.

Investors Relations

The Compuny hus disclosed ull hecessury informution to the shureholders in compliunce with GEM Listing
Rules. Meetinys ure held with mediu und investors periodicully. The Compuny ulso replied the enquires from
shureholders timely. The Directors host the unnuul generul meeting euch yeur to meet the shureholders und
unswer their enquiries.
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RSM Nelson Wheeler
A | (RN  ED 1T
Certified Public Accountants

AUDITORS’ REPORT TO THE SHAREHOLDERS OF
ANGELS TECHNOLOGY COMPANY LIMITED
(Incorporuted in the Cuymun Islunds with limited liubility)

We huve uudited the finunciul stutements on puges 25 to 60 which huve been prepured in uccordunce with
uccounting principles yenerully uccepted in Hony Kony.

Respective responsibilities of directors and auditors

The Directors ure required to prepure finunciul stutements which yive u frue und fuir view. In prepuring
finunciul stutements which yive u true und fuir view it is fundumental thut uppropriute uccounting policies ure
selected und upplied consistently.

It is our responsibility to form un independent opinion, bused on our audit, on those statements and to report

our opinion solely to you, us u body, und for ho other purpose. We do hot ussume responsibility fowurds or
uccept liubility to uny other person for the contents of this report.

Basis of opinion

We conducted our uudit in uccordunce with Stutements of Auditing Stundurds issued by the Hony Kony
Institute of Cerfified Public Accountunts. Ah uudit includes exuminution, onh u test busis, of evidence relevunt to
the umounts und disclosures in the finunciul stutements. It ulso includes un ussessment of the significunt estimutes
und judgements mude by the Directors in the prepurution of the finunciul stutements, und of whether the
uccountiny policies ure uppropriute to the circumstunces of the Compuny und the Group, consistently upplied
und udeyuutely disclosed.

We plunned und performed our uudit so us to obtuin ull the informution und explunutions which we considered
necessury in order to provide us with sufficient evidence to yive reasonuble assurunce us to whether the finuncial
stutements ure free from muteriul misstutement. In forminyg our opinion we ulso evuluuted the overull udeyuucy
of the presentution of informution in the finunciul stutements. We believe that our uudit provides u reusonuble
busis for our opinion.
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Fundamental uncertainty relating to going concern

In forming our opinion, we have considered the udeyuucy of the disclosures made in the financial statements
concerniny the busis of prepurution mude by the Directors. The finunciul stutements huve been prepured on u
yoiny concern busis, the validity of which depends upon the dbility of the Group to uttuin profituble und positive
cush flow operations to meet its future working capital and finuncial requirements. The finuncial statements do
not include uny udjustments that would result from u fuilure to uttuin profituble und positive cush flow operations.
Detudils of the circumstunces relating to this fundumental uncertuinty are described in Note 2(u) to the finuncial
stutements. We consider thut the fundumentul uncertuinty hus been udequutely disclosed in the finunciul
stutements und our opinion is not yuulified in this respect.

Opinion
In our opinion the financiul stutements give u true und fair view of the stute of uffuirs of the Compuny und of

the Group us ut 31 December 2005 und of the Group's results und cush flows for the year then ended und have
been properly prepured in uccordunce with the disclosure requirements of the Hony Kony Compunies Ordinunce.

RSM Nelson Wheeler
Certified Public Accountunts
Honyg Kony

28 Muarch 2006
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As ut 31 December 2005

2005 2004
Note HKS$'000 HK$'000
ASSETS
Non-current assets
Plunt and equipment 6 466 728
Interests in ussociutes 8 - 2,756
Avuiluble-for-sule finunciul ussets 9 829 805
1,295 4,289
Current assets
Amounts due from customers for confract works 10 36 1,901
Trade receivubles 11 4,181 5211
Deposits, prepuyments und other receivubles 1,196 1,812
Pledyed bunk deposit - 732
Cush and bunk bulances 12 1,413 4,365
6,826 14,021
Total assets 8,121 18,310
EQUITY
Capital and reserves
Share cupitul 13 20,400 20,400
Ofther reserves 15 35,385 35,238
Accumuluted losses (63,222) (54,274)
Total equity (7.437) 1,364
LIABILITIES
Non-current liabilities
Convertible note 20 - 4,000
Other puyuble - 2,000
- 6,000
Current liabilities
Amounts due fo customers for contract works 10 = 75
Trude puyubles 16 4,825 6,749
Accrued chuarges und other puyubles 17 5,478 2,882
Provision for warrunty 18 1,255 1.240
Convertible note 20 4,000 -
15,5658 10,946
Total liabilities 15,558 16,946
Total equity and liabilities 8,121 18,310
Net current (liabilities)/assets (8,732) 3,075
Total assets less current liabilities (7,437) 7.364
Yan, Daniel X.D. Mak Shiu Chung, Godfrey
Director Director

The notes on puyes 30 to 60 ure un inteyrul purt of these consoliduted finunciul stutements.
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| BALANCE SHEET

As ut 31 December 2005

2005 2004
Note HKS$'000 HKS$'000
ASSETS
Non-current assets
Investments in subsidiaries 7 - 5,785
Interests in ussociutes 8 = =
- 5,785
Current assets
Deposits, prepuyments und other receivubles 12 12
Cush und bunk bulunces 3 407
15 419
Total assets 15 6,204
EQUITY
Capital and reserves
Share capitdl 13 20,400 20,400
Other reserves 15 40,926 40,926
Accumuluted losses (66,224) (59.811)
Total equity (4,898) 1,515
LIABILITIES
Non-current liability
Convertible note 20 - 4,000
Current liabilities
Accrued charges und other puyables 17 832 608
Amount due to u subsidiury 19 81 81
Convertible note 20 4,000 -
4913 689
Total liabilities 4913 4,689
Total equity and liabilities 15 6,204
Yan, Daniel X.D. Mak Shiu Chung, Godfrey

Director Director

The notes on pugyes 30 to 60 ure un inteyral purt of these finunciul stutements.
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CONSOLIDATED INCOME STATEMENT |

For the yeur ended 31 December 2005

2005 2004

Note HK$’000 HK$°000

Turnover 5 7.495 33,701
Cost of services (7.032) (23,223)
Gross profit 463 10,478
Other revenue 21 59 4
Distribution costs 3.319) (2,158)
Administrative expenses (5,268) (6,194)
Impuirment of interest in un ussociute 8 671 (2,748)
Other operuting expenses = (2,221)
Operauting loss 22 (8,636) (2,839)
Finunce costs 25 180) (138)
Share of losses of ussociutes 132) (1.433)
Loss before tuxation (8.,948) (4.410)
Taxation 26 = =
Loss uttributuble to shureholders 27 (8,948) (4.410)
Loss per share — busic 29 (4.39) cents (2.16) cents

The notes on puges 30 to 60 ure an infegral part of these consolidated finuncial statements,
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| CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the yeur ended 31 December 2005

Share Other Accumuluted Totdl

cupital reserves losses eyuity

Notes HKS$"000 HKS$'000 HK$ 000 HKS$"000

Balance at 1 Junuary 2004 20,400 35,238 (49,864) 5,774
Loss for the year = - (4,410) (4.410)
Balance at 31 December 2004 13 & 15 20,400 35,238 (54,274) 1,364
Bulunce at 1 Junuury 2005 20,400 35,238 (54,274) 1,364
Currency trunslution differences 15 = 147 = 147
Loss for the yeur - - (8,948) (8,948)
Bulunce ut 31 December 2005 13 & 15 20,400 35,385 (63,222) (7,437)

The notes on pugyes 30 to 60 ure un inteyral purt of these consoliduted finuncial stutements.
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CONSOLIDATED CASH FLOW STATEMENT |

For the yeur ended 31 December 2005

2005 2004
HKS"000 HK$’000
Cash flows from operating activities
Loss for the yeur (8,948) 4,410
Adjustments for:
Guin on disposal of plant and eyuipment - 3)
Interest income (36) Q)
Finunce costs 180 138
Depreciation 337 254
Provision for doubtful debts = 907
Impuirment of deposit for softwure development = 579
Impuirment of interest in un ussociute 571 2,748
Share of losses of ussociutes 132 1.433
Decreuse in umount due from un ussociute 56 109
Decreuse in pledged bunk deposit 732 -
Decreuse/(increuse) in umounts due from/(tfo) customers
for contruct works 1,790 (4,368)
Decreuse/(increuse) in trade receivubles 1,030 (1,775)
Decreuse/(increuse) in deposits, prepuyments und other receivubles 616 (63)
(Decreuse)/increuse in trade puyubles (1,924) 2,826
Increuse/(decreuse) in uccrued charges, other payables und
provision for wurrunty 1,379 (1,383)
Cush used in operutions (4,085) (3.009)
Interest puid (158) =
Net cush used in operuting uctivities (4,243) (3,009)
Cash flows from investing activities
Purchuse of plant and equipment (63) (88)
Sule of plunt und eqyuipment = 20
Purchuse of un ussociute = (700)
Payment for softwure development costs = 654
Interest received 36 1
Net cush used in investing activities 27) 113)
Cash flows from financing activities
Issue of convertible hote = 4,000
Ofther finunce costs puid - (60)
Advunce from u director 1,210 -
Net cush generuted from finuhcing 1,210 3,940
Net (decrease)/increase in cash and bank balances (3.,060) 818
Cush und bunk bulunces ut 1 Junuary 4,365 3,547
Exchanyge differences 108 =
Cush und bunk bulaunces ut 31 December 1,413 4,365

The notes on puyes 30 to 60 ure un infeygral purt of these consoliduted finunciul stutements.
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| NOTES TO THE FINANCIAL STATEMENTS

1. General information

The Compuny is un investment holding compuny. The principul uctivities of its subsidiuries und ussociutes
dre set out in Notes 7 und 8 respectively.

The Compuny wus incorporuted in the Caymuan Islunds on 7 April 2000 us un exempted compuny with
limited liability under the Compunies Law (2000 Revision) of the Cuymun Islunds. The Compuny’s shures
were listed onh the Growth Enterprise Murket of The Stock Exchunye of Hony Kony Limited ("GEM”) on 30
August 2001. The uddress of its reyistered office is Room 2712, 27/F., West Tower Shun Tuk Centre, 168-200
Connuught Roud Centrul, Hony Kony.

These consoliduted finuncial stutements huve been upproved for issue by the Bourd of Directors on 28
March 2006.

2. Summary of significant accounting policies

The principul uccounting policies upplied in the prepuration of these consoliduted finunciul stutements
are set out below. These policies huve been consistently applied to dll the yedars presented, unless otherwise
stated.

(a) Basis of preparation

As at 31 December 2005, the Group had cupital deficiency of HKS$7,437,000, reported d loss
atftributuble to shareholders of HK$8,948,000 und u net cush outflow from operating uctivities of
HK$4,243,000 for the year ended 31 December 2005. The Directors have continued to tighten cost
controls over operating costs to improve the cush flows, profitability and operdations of the Group.
The Directors believe that the Group will have sufficient working capital for its future operational
reyuirements. Subseyuent to the bulunce sheet dute, the Compuny had entered into u Plucing
und Underwriting Agreement, pursuant to which the Compuny ugreed conditiondlly to issue u total
of 40,800,000 plucing shures at u price of HK$0.10 euch (the “Placing Shares”). The Plucing Shares
were issued onh 22 March 2006 (see Note 32(b)). As u result the finuncidl position of the Group hus
been strengthened. Therefore, the financial statements for the year ended 31 December 2005 ure
prepured on u goiny concern busis. Currently, the Group’s operutions ure funded by its internal
resources. The confinuution of the Group’s business depends upon the ubility of the Group to attain
profituble und positive cush flow operations to meet its future working capital and financial
requirements,

Should the Group be unuble to continue in business us a going concern, udjustments would have
to be mude to the clussification of recorded usset umounts, with these ussets being written down
to their recoverable umounts, und to the umounts and clussification of lidbilities, to reflect the fact
that the Group muy be required to redlise its ussets und extinguish its liabilities other than in the
normul course of business, udditiondl liabilities may crystallise und the resulting umounts may differ
muterially from those stated in the financial statements. The effects of these udjustments have not
been reflected in the financial statements.

The consoliduted financiual stautements of the Compuny have been prepured in uccordunce with
Honyg Kony Financial Reporting Standards (HKFRSs) issued by the Hony Kony Institute of Certified
Public Accountunts ("HKICPA"). The consoliduted financial statements have been prepared under
the historicul cost convention.
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2. Summary of significant accounting policies (Continued)

(a) Basis of preparation (Continued)

The prepurution of finuncial stutements in conformity with HKFRSs requires the use of certuin criticul
uccounting estimutes. It ulso reyuires munugement to exercise its judgement in the process of
applying the Group’s uccounting policies. The areus involving u higher deyree of judgement or
complexity, or ureus where ussumptions und estimutes ure sighificunt to the consoliduted financial
stutements, ure disclosed in Note 4.

The adoption of new/revised HKFRSs
In 2005, the Group udopted the hew/revised stundards of HKFRSs below, which are relevant to its

operations. The 2004 compuratives have been umended us required, in accordunce with the
relevunt requirements,

HKAS 1 Presentution of Finunciul Stutements

HKAS 7 Cush Flow Stutements

HKAS 8 Accounting Policies, Chunyges in Accounting Estimutes und Errors
HKAS 10 Events ufter the Bulunce Sheet Dute

HKAS 16 Property, Plant and Equipment

HKAS 17 Leuses

HKAS 18 Revenue

HKAS 21 The Effects of Chunyes in Foreigh Exchunge Rutes
HKAS 27 Consoliduted und Sepurate Financial Statements
HKAS 28 Investments in Associutes

HKAS 32 Financial Instruments: Disclosure und Presentution
HKAS 33 Edrnings per Share

HKAS 36 Impuirment of Assets

HKAS 37 Provisions, Contfingent Liubilities und Contingent Assets
HKAS 38 Intunyible Assets

HKAS 39 Financial Instruments: Recoynition und Meusurement
HKFRS 2 Shure-bused Puyment

HKFRS 3 Business Combinutions

The udoption of HKASs 1, 7, 8, 10, 16, 17, 18, 21, 27, 28, 33 und 37 did not result in substuntiul
chunges to the Group’s uccounting policies.

In summary:

- HKAS 1 uffects the presentution of shure of net ufter tux results of ussociutes und other
disclosures.

- HKASs 7, 8, 10, 16, 17, 18, 21, 27, 28, 33 und 37 hud ho muteriul effect on Group’s policies.
- HKAS 21 had no muteriul effect on the Group’s policy. The functionul currency of euch of

the consoliduted entitles hus been re-evaluuted bused on the guidunce to the revised
standard.
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2. Summary of significant accounting policies (Continued)

(a)

Basis of preparation (Continued)

The udoption of HKASs 32 und 39 hus resulted in a change in the accounting policy relating to the
clussificution of finunciul ussets ut fuir value through profit or loss und avuiluble-for-sule finuncial
ussefts, It hus dlso resulted in the recoynition of derivative financial instruments at fair value und the
change in the recognitions und meusurement of hedyinyg uctivities.

The audoption of HKFRS 2 hus resulted in o chanhge in the uccounting policy for employee share
options. Prior to this, the provision of share options fo employees (including executive Directors) did
not result in un expense in the consoliduted income stutement. Upon the udoption of HKFRS 2, the
fair value of share options ut grant dute is umortised over the relevant vesting periods/expensed to
the consoliduted income stutement. There were no shure options yrunted by the Compuny ufter 7
November 2002 und had hot been vested by 1 Junuary 2005. Accordingly, the adoption of HKFRS 2
hus hud ho effect on these consoliduted finunciul stutements. The hew uccounting policy for
employee share options are summarised in Note 2(m)(iii) to the consoliduted financial statements.

The udoption of HKFRS 3, HKASs 36 und 38 results in u chunge in the uccounting policy for goodwill.
Until 31 December 2004, goodwill wus:

- Amortised on u struight line busis over u period runyging from 5 to 20 yeurs; und
= Assessed for un indicution of impuirment ut euch bulunce sheet dute.

In accordunce with the provisions of HKFRS 3 (Note 2(e)(i)):

= The Group ceused umortisution of yoodwill from 1 Junuaury 2005;

- Accumuluted amortisation us ut 31 December 2004 has been eliminated with a corresponding
decreuse in the cost of goodwill;

= From the yeur ended 31 December 2005 onwurds, goodwill is fested unnudlly for impuirment,
us well us when there is indicution of impuirment.

All chunges in the uccounting policies have beenh mude in uccordunce with trunsition provisions in
the respective stundurds, wherever upplicuble. All stundurds udopted by the Group reqyuire
retrospective upplicution other than:

= HKAS 16 - the initiul meusurement of un item of plunt und equipment ucqyuired in un
exchanye of ussets transaction is uccounted ut fair value prospectively only to future
fransuctions;

- HKAS 21 - prospective uccounting for yoodwill and fuir value udjustments us purt of foreign
operutions;

= HKAS 39 - does not permit to recoynise, derecoyhise und meusure finunciul ussets und
liabilities in auccordunce with this stundard onh u retrospective busis. The Group upplied the
previous SSAP 24 “Accounting for investments in securities” to investments in securities und
dlso to hedye relutionships for the 2004 compurative information. The udjustments reqyuired
for the uccounting differences between SSAP 24 und HKAS 39 ure determined und recoynised
at 1 Junuury 2005.

- HKFRS 2 - only retrospective upplicution for ull equity instruments grunted ufter 7 November
2002 und not vested ut 1 Junuary 2005; und

= HKFRS 3 - prospectively ufter 1 Junuary 2005.
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Summary of significant accounting policies (Continued)

(b)

Consolidation

The consoliduted finunciul stutements include the finunciul stutements of the Compuny und its
subsidiaries mude up to 31 December.

0} Subsidiaries

Subsidiaries are dll entities (including speciul purpose entities) over which the Group hus the
power to govern the finunciul und operauting policies yenerdlly uccompunying u shareholding
of more thun one hulf of the voting rights. The existence und effect of potentiul voting rights
that are currently exercisuble or convertible ure considered when ussessing whether the
Group controls unother entity.

Subsidiuries ure fully consoliduted from the dute on which control is fransferred to the Group.
They ure de-consoliduted from the dute thut control ceuses.

The purchuse method of uccounting is used to account for the acqyuisition of subsidiaries by
the Group. The cost of un dcquisition is meusured us the fuir value of the ussets given,
equity instruments issued und liubilities incurred or ussumed dut the dute of exchunge, plus
costs directly uttributuble to the ucquisition. Identifiuble ussets ucquired und liubilities und
contfingent liubilities ussumed in u business combinution ure meusured initivlly ut their fair
vulues ut the ucquisition dute, irrespective of the extent of uny minority interest. The excess
of the cost of ucquisition over the fuir vulue of the Group’s shure of the identifiuble net
ussets ucyuired is recorded us yoodwill. If the cost of ucyuisition is less thun the fuir value of
the net ussets of the subsidiury ucquired, the difference is recoynised directly in the
cohsoliduted income stutement (see Note 2(e)(i)).

Inter-compuny trunsuctions, bulunces und unreulised guins on frunsuctions between yroup
compunies ure eliminuted. Unreulised losses ure dlso eliminuted unless the transuction
provides evidence of un impuirment of the usset trunsferred. Accounting policies of
subsidiaries huve been chunyed where hecessury to ensure consistency with the policies
udopted by the Group.

In the Compuny’s bulunce sheet the investments in subsidiuries ure stuted ut cost less
provision for impuirment losses. The resulfs of subsidiuries ure uccounted for by the Compuny
oh the busis of dividends received und receivuble.
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2.

Summary of significant accounting policies (Continued)

(b)

(©)

Consolidation (Continued)

(i)

Associates

Associutes ure ull entities over which the Group hus significunt influence but hot control,
genherully uccompunyiny u shureholding of between 20% und 50% of the voting rights.
Investments in ussociutes ure uccounted for by the equity method of uccounting und ure
initially recoygnised ut cost. The Group's investments in ussociutes include gyoodwill (het of
any uccumuluted impairment loss) identified on ucyuisition (see Note 2(e)()).

The Group’s shure of its ussociutes’ post-ucquisition profits or losses is recoynised in the
consoliduted income stutement, und its shure of post-acyuisition movements in reserves is
recoyghised in reserves. The cumulative post-ucyuisition movements ure udjusted uguinst the
currying umount of the investment. When the Group’s shure of losses in un ussociute eyuuls
or exceeds its interest in the ussociute, including uny other unsecured receivubles, the
Group does not recoynise further losses, unless it hus incurred obligutions or mude puyments
oh behulf of the ussociute.

Unreulised guins on frunsuctions between the Group und its ussociutes ure eliminuted to
the extent of the Group’s interests in the ussociutes. Unreulised losses ure ulso eliminuted
uhless the fransuction provides evidence of un impuirment of the usset trunsferred.
Accounting policies of ussociutes huve been chuhyed where necessury to ensure consistency
with the policies udopted by the Group.

In the Compuny’s bulunce sheet the investments in ussociutes ure stuted ut cost less provision
for impuirment losses. The results of ussociutes ure uccounted for by the Compuny on the
busis of dividends received und receivuble.

Segment reporting

A business segment is a group of ussets und operations enguyged in providing products or services
that are subject to risks und returns that are different from those of other business segments. A
ygeoyruphicul seyment is engyuyed in providing products or services within u purticulur economic
enhvironment that are subject to risks and returns that are different from those of segments operating
in other economic environmenfs.
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2. Summary of significant accounting policies (Continued)

(d) Foreign currencies translation
0) Functionul uhd presentation currency

[tems included in the finunciul stutements of euch of the Group’s entities ure meusured
using the currency of the primury economic environment in which the entity operutes (the
“functional currency”). The consoliduted financiul stutements are presented in Hohy Kony
Dollurs, which is the Compuny’s functionul und presentution currency.

(@i Transactions and balances

Foreigh currency trunsuctions ure trunsluted into the functionul currency using the exchunge
rates prevuiling ut the dutes of the fransuctions. Foreign exchunyge guins und losses resulting
from the settlement of such fransuctions und from the frunslation ut yeur-end exchunhye
rutes of mohetury ussets und liubilities denominuted in foreigh currencies ure recoyhised in
the consoliduted income stutement, except when deferred in equity us yuulifying cush flow
hedyes or yudlifying net investment hedyes.

(i) Group compunies

The results und finauncial position of dll the group entities (hone of which hus the currency of
u hyperinflutionary economy) that have u functional currency different from the presentation
currency ure trunsluted into the presentution currency us follows:

Q) ussets und liubilities for euch bulunce sheet presented are transluted at the closing
rute ut the dute of thut bulunce sheet;

@) income und expenses for euch income stutement ure fransluted ut uveruge exchunye
rates (unless this uverage is not u reusonuble upproximution of the cumulutive effect
of the rates prevdiling on the transaction dates, in which cuse income und expenses
dre frunslated ut the dutes of the trunsuctions); und

3) dll resulting exchunyge differences ure recoyhised us u sepurute component of equity.

On consolidution, exchunge differences arising from the franslation of the net investment in
foreigh entities, und of borrowings und other currency instruments designuted us hedyes of
such investments, ure tuken to shareholders’ equity. When d foreigh operation is sold, such
exchunye differences ure recoynised in the consoliduted income stutement us purt of the
yuin or loss on sule.

Goodwill und fuir value udjustments urising on the ucquisition of u foreign entity ure treuted
us ussets und lidbilities of the foreignh entity und trunsluted ut the closing rute.,
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2.

Summary of significant accounting policies (Continued)

(e)

()]

Intangible assets

0]

(i)

Goodwill

Goodwill represents the excess of the cost of un ucyuisition over the fair vulue of the
Group’s shure of the net identifiuble ussets of the ucqyuired subsidiuries und ussociutes ut
the dute of ucyuisition. Goodwill on ucyuisitions of subsidiuries is included in intfunyible
ussets. Goodwill on ucquisitions of ussociutes is included in investments in ussociutes. Goodwill
is tested unnuully for impuirment und curried ut cost less uccumuluted impuirment losses.
Guins und losses on the disposul of un entity include the currying umount of yoodwill reluting
to the entity sold.

Goodwill is ullocuted to cush-yeneruting units for the purpose of impuirment testing.
Reseurch und development costs

Reseurch costs ure expensed us incurred. Costs incurred on development projects relating
tfo the desiyh und testing of hew or improved products ure recoyhised us un intunyible
usset where the technicul feusibility und intention of completing the product under
development hus been demonstruted und the resources ure uvuiluble to do so, costs ure
identifiuble und there is un ubility to sell or use the usset thut will generute probuble future
econhomic benefits. Such development costs are recoghised us un usset aund umortised on u
straight-line busis over u period of not more thun five yeurs to reflect the puttern in which
the reluted economic benefits ure recoynised. Development costs that do hot meet the
ubove criteriu ure expensed us incurred. Development costs previously recognised us un
expense dre not recoynised us un usset in u subseyuent period.

Impairment of assets

Assets that have an indefinite useful life are hot subject to umortisution, which are ut leust tested
annhudlly for impuirment und ure reviewed for impuirment whenever events or chunyes in
circumstunces indicute thut the currying umount may not be recoveruble. Assets thut are subject
to umortisution are reviewed for impuirment whenever events or chunges in circumstances indicute
that the carrying umount muy hot be recoveruble. An impuirment |oss is recoynised for the umount
by which the usset’s currying umount exceeds its recoveruble umount. The recoveruble umount is
the higher of un usset’s fuir value less costs to sell und value in use. For the purposes of ussessing
impuirment, ussets ure grouped ut the lowest levels for which there ure separately identifiuble cush
flows (cush-generduting units).
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2. Summary of significant accounting policies (Continued)

(9) Plant and equipment

Plunt und equipment ure stuted ut cost less depreciution und impuirment losses. Historicul cost
includes expenditure that is directly uttributuble to the aucquisition of the items.

Subseyuent costs ure included in the usset’s currying umount or recoynised us u sepurute usset, us
uppropriaute, only when it is probuble thut future economic benefits ussociated with the item will
flow to the Group und the cost of the item cun be meusured reliably. All other repuirs and
muintenunce are expehnsed in the income stutement during the finunciul period in which they are
incurred.

Depreciution of plunt und eyuipment is culculuted using the struight-line method fo dllocute cost
over their estimuted useful lives ut annuul rates us follows:

Leusehold improvements 20%
Furniture, fixtures und office equipment 20%
Computer eyuipment 20%
Motor vehicles 16%

The ussets’ useful lives ure reviewed, und udjusted if uppropriute, ut euch bulunce sheet dute.

An usset’s carrying umount is written down immediutely to its recoveruble umount if the usset’s
currying umount is greuter thun its estimuted recoveruble umount (Note 2(f)).

(h) Investments

In prior yeurs, the Group clussified its club membership und unlisted investments, other thun
investments in subsidiuries und ussociutes, us long-term investments.

Lohy-term investments ure stuted at cost less uny provision for impuirment losses.

From 1 Junhuary 2005 onwurds, the Group clussifies its long-term investments us avuiluble-for-sule
financial ussets. The clussification depends on the purpose for which the investments were ucquired.
Maunuygement determines the clussificution of its investments ut initiul recoynition und re-evuluutes
this designution ut every reporting dute.

Avdiluble-for-sule finunciul ussets ure hon-derivutives that are either desighuted in this category or
not clussified in uny of the other cuteyories. They ure included in hoh-current ussets unless
munugement intends to dispose of the investment within 12 months of the bulunce sheet dute.
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2.

Summary of significant accounting policies (Continued)

(h)

M

Investments (Continued)

Purchuses und sules of investments ure recoghised on frude-dute — the dute on which the Group
commits to purchuse or sell the usset. Investments are initially recoghised at fair value plus transaction
costs for dll finunciul ussets not curried ut fuir value through profit or loss. Investments are
derecoyhised when the rights to receive cush flows from the investments have expired or have
been trunsferred und the Group hus trunsferred substuntiully ull risks und rewurds of ownership.
Avuiluble-for-sule finunciul ussets ure subsequently carried ut fuir value. Unreulised guins und losses
arising from chunges in the fair value of hon-monetary securities clussified us avuiluble-for-sule ure
recoghised in equity. When securities clussified us avuiluble-for-sule are sold or impuired, the
accumulated fuir value udjustments ure included in the consoliduted income stutement us yuins
or losses from investment securities.

Long-term systems integration contracts

When the outcome of u systems inteyration contract cunnot be estimated reliubly, contruct revenue
is recoyhised only to the extent of contruct costs incurred that it is probuble will be recoveruble.
Contruct costs ure recoyhised when incurred.

When the outcome of u systems inteyration contract cun be estimuted reliubly, contract revenue
und confruct costs ure recoynised over the period of the contruct, respectively, us revenues und
expenses. The Group uses the percentuye of completion method to determine the uppropriute
uamount of revenue und costs to be recoynised in u yiven period; the stuye of completion is
meusured by reference to lubour hours incurred to dute us u percentuye of totul estimuted labour
hours for euch contruct und the proportion thut contruct costs incurred for work performed to
dute beur to the estimuted totul costs for the contruct., When it is probuble total contract costs will
exceed totul contruct revenue, the expected loss is recoynised us un expense immediutely.

The uyygregyute of the costs incurred und the profit/loss recognised on euch contract is compured
aguinst the proyress billings up to the year-end. Where costs incurred und recognised profits (less
recoyghised losses) exceed progress billings, the balance is shown us due from customers for contract
works, under current ussets. Where proyress billings exceed costs incurred plus recoynised profits
(less recoynised losses), the bulance is shown us due to customers for contract works, under current
liabilities.
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2. Summary of significant accounting policies (Continued)

() Trade and other receivables

Trade und other receivubles ure recoygnised initially at fair value and subseqguently meusured at
umortised cost using the effective interest method, less provision for impuirment. A provision for
impuirment of trude und other receivubles is estublished when there is objective evidence thut the
Group will hot be uble to collect ull umounts due uccording to the originul terms of receivubles.
The umount of the provision is the difference between the usset’s currying umount und the present
vulue of estimuted future cush flows, discounted ut the effective interest rute. The umount of the
provision is recoynised in the consoliduted income stutement.

(k) Cash and cash equivalents

Cush und cush equivulents include cush in hund, deposits held at cull with banks, other short-term
highly liguid investments with originul maturities of three months or less, und bunk overdrufts, Bunk
overdrufts ure shown within borrowinygs in current liubilities on the bulunce sheets.

() Provisions

Provisions ure recoyhised when the Group hus u present legul or constructive obligution us u result
of pust events, it is probuble that un outflow of resources will be required to settle the obligation,
und u reliuble estimute of the umount cun be mude. Provisions ure not recoyhised for future
operuting losses.

Wdrranty provision

The Group recoynises u provision for repuirs or replucement of products still under warranty at the
bulunce sheet dute. This provision is culculuted bused on pust history of the level of repuirs und
replucements.

(m) Employee benefits
0] Employee leave entitlements

Employee entitlements to unnudl leuve und lony service leuve ure recoyhised when they
accrue to employees. A provision is mude for the estimuted liubility for unnual leuve und
lony service leuve us u result of services rendered by employees up to the bulunce sheet
dute.

Employee entitlements to sick leuve und muternity or puternity leuve ure not recoynised
until the fime of leave.
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2.

Summary of significant accounting policies (Continued)

(m)

(n)

Employee benefits (Continued)
(i) Retirement benefits

The Group contributes fo Mundutory Provident Fund scheme (*MPF Scheme”) which is
avuiluble to dll employees in Hony Konhy. Contributions to the MPF Scheme by the Group
und employees ure culculuted us u percentuge of employees’ busic suluries. Puyments
mude to the MPF Scheme ure churged us un expense to the income stutement us they full
due.

The ussets of the MPF Scheme ure held sepurutely from those of the Group in un
independently udministered fund.

The Group is required to contribute to u defined contribution retirement scheme for its
employees in the PRC bused on upplicuble rates in uccordunce with the relevunt government
regulations,

(i) Share-bused compehnsution

The Group operates un equity-settled, share-bused compensation plun. The fuir value of the
employee services received in exchunge for the grunt of the options is recoygnised us un
expense. The totul umount to be expensed over the vesting period is determined by reference
to the fuir value of the options yrunted, excluding the impuct of uny hon-murket vesting
conditions (for exumple, profitubility und sules growth targets). Non-market vesting conditions
dre included in ussumptions ubout the number of options thut ure expected to become
exercisuble. At euch bulunce sheet dute, the entity revises its estimates of the humber of
options thut ure expected to become exercisuble. It recoynises the impuct of the revision
of originual estimates, if any, in the income statement, and u corresponding adjustment to
equity over the remuaining vesting period.

The proceeds received het of uny directly uttributuble transaction costs are credited to
share cupitul (hominal vulue) und share premium when the options ure exercised.

Deferred taxation

Deferred tuxation is provided in full, using the liability method, on temporary differences arising
between the tux buses of ussets und lidbilities and their carrying amounts in the consoliduted
finunciul stutements. However, if the deferred income tux arises from initiul recoynition of un usset
or lidbility in u trunsuction other thun u business combinution that ut the time of the trunsuction
uffects neither uccounting nor tuxuble profit or loss, it is not uccounted for. Deferred income tux is
determined usiny tux rates (und laws) that have been enucted or substuntiully enucted by the
bulunce sheet dute und ure expected to upply when the reluted deferred income tux usset is
reulised or the deferred income tux liubility is settled.

Deferred tux ussets ure recoynised to the extent that it is probuble thut future tuxuble profit will be
avuiluble uguinst which the temporary differences cun be utilised.

Deferred tuxution is provided onh temporary differences arising on investments in subsidiaries und
associutes, except where the timing of the reversal of the temporary difference cun be controlled
und it is probuble thut the temporary difference will not reverse in the foreseeuble future.
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2. Summary of significant accounting policies (Continued)

(o) Contingent liabilities and contingent assets

A confingent liability is a possible obligation that arises from pust events and whose existence will
only be confirmed by the occurrence or hoh-occurrence of one or more uncertuin future events
not wholly within the control of the Group. It can dlso be a present obligation arising from pust
events that is hot recoyghised becuuse it is hot probuble thut outflow of economic resources will be
required or the umount of obligation cunnot be meusured reliably.

A contingent liability is hot recoynised but is disclosed in the hotes to the financial stautements.
When u change in the probubility of an outflow occurs so that the outflow is probuble, it will then
be recoynised us u provision.

A confingent usset is u possible usset that arises from pust events and whose existence will be
confirmed only by the occurrence or hon-occurrence of one or more uncertuin events not wholly
within the control of the Group.

Contingent ussets are not recoynised but are disclosed in the notes to the financial statements
when un inflow of economic benefits is probuble. When inflow is virtuully certuin, un usset is
recoyghised.

(P) Revenue recognition

0) Revenue from lony-term systems inteyration confructs is recoynised on the percentuye of
completion method meusured by reference to the percentage of costs incurred to dute to
the estimuted totul costs for euch contruct,

(i) Revenue from the sule of yoods is recoyghised on the transfer of risks und rewards of owhership,
which generdlly coincides with the time when the gyoods ure delivered to customers und
titles have pussed.

(iii) Dividend income is recoyhised when the right to receive puyment is established.

(iv) Interest income is recoyhised on u time proportion busis using the effective interest method.

(q) Operating leases

Leuses in which u significant portion of the risks und rewards of ownership are retuined by the lessor

dre clussified us operuting leuses. Puyments mude under operuting leuses (net of uny incentives

received from the lessor) are expensed in the income statement on u straight-line basis over the
period of the leuse.
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3. Financial risk management

The Group’s principdl finuncial instruments comprises cush und bunk bulunces.

The muin risks urising from the Group’s finuncial instruments are interest rate, liquidity risk, foreign currency
risk und credit risk. The Directors of the Compuny meet periodicully to unalyse und formulute meusures to
munuge the Group’s exposure to these risks. Generdlly, the Group infroduces conservuative strateyies on its
risk munugement. As the Group’s exposure to these risks is kept fo u minimum the Group hus hot used uny
derivatives und other instrument for hedyinyg purpose.

The Group does not hold or issue derivative finuncial instruments for trading purposes. The Directors review
und uyree policies for munuying euch of these risks und they ure summurized us follows :

(a)

(b)

(©)

(d)

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 becuuse
of chunyges in murket interest rate, Cush flow interest rate risk is the risk that the future cush flows of
a financial instrument will fluctuate because of changes in market interest rates.

The Group’s exposure to fuir value und cush flow interest risks is minimul us the Group does not
have uny mauteriul lony term finunciul ussets or liubilities.

Foreign currency risk

The Group’s monetury ussets und fransuctions are principully denominuted in Hony Kony Dollars
("HK$") und Renminbi ("RMB”). The Group is exposed to foreign exchunge risk arising from the
exposure of HK$ uguinst RMB. There is insignificant fluctuation in the exchange rate between HKS
und RMB. At present, the Group believes its exposure to foreign exchunge risk profile is minimal und
will consider uppropriate hedging meusure in future us may be hecessary.

Credit risk
The currying umounts of trude receivubles included in the consoliduted bulunce sheet represent
the Group’s muximum exposure to credit risk in relation to its finunciul ussets. No other finuncial

ussets curry sighificunt exposure to credit risk. The Group hus no sighificunt concentration of credit
risk.

Liquidity risk

The Group will consistently maintain a prudent financial policy and ensure that it maintains sufficient
cush to meet its liquidity requirements.
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Significant accounting judgements and estimates

Judgements

In the process of upplying the Group’s uccounting policies, munugment hus mude the followinyg judyements,
upurt from those involving estimutions us discussed below, which have the most significunt effect on the
umounts recoyhised in the finunciul stutements.

Impuirment of ussets

In determining whether un usset is impuired or the event previously cuusing the impuirment no lonyer
exists, the Group hus to exercise judgement in the areu of usset impuirment, particulary in assessing (u)
whether aun event hus occurred that may effect the usset value or such event effecting the usset value
hus hot been in existence; (b) whether the carrying value of un usset cun be supported by the net present
vulue of future cush flows which are estimuted bused upon the continued use of the usset or derecoynition;
and (c) the uppropriate key ussumptions to be upplied in prepuring cush flow projections including
whether these cush flow projections ure discounted using un uppropriute rate. Chunyiny the ussumptions
selected by manaugment to determine the level of impuirment, including the discount rates or the growth
raute ussumptions in the cush flow projections, could muteridally uffect the net present vulue used in the
impuirment test.

Estimation uncertainly

The key ussumptions concerning the future und other key sources of estimution uncertuinty ut the balunce
sheet dute, that have u significant risk of causing u material adjustment to the carrying amounts of the
Group’s ussets und lidbilities within the next finunciul year are discussed below.

Impuirment test of ussets

The Group determines whether un usset is impuired at ledst on un annual busis or where un indication of
impuirment exists. This requires an estimation of the value increuse of the usset. Estimating the value in use
requires the Group to muke un estimute of the expected future cush flows from the ussets und ulso to
choose u suitable discount rate in order to culculute the present value of those cush flows.

Turnover and segment information

The Group is principully enguged in the provision of fransportution technoloyy solutions in the PRC. Turnover
recoyhised during the year are revenue from long-term systems integration contracts.

Turnover represents total value of services rendered to customers net of value-udded tux and sales fax.

No segment information is presented us dll the Group’s furnover und contribution to operating results were
substantially derived from the provision of transportation fechnoloygy solutions carried out in the PRC.
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6. Plant and equipment

Group
Furniture,
fixtures und
Leusehold office Computer Motor
improvements  equipment  equipment vehicles Totul

HK$*000 HK$°000 HK$"000 HK$*000 HK$*000

At 1 January 2004

Cost 215 600 673 1,710 3,198
Accumuluted depreciation (64) (322) (368) (1,533) (2.287)
Net book value 151 278 305 177 911

Year ended 31 December 2004

Opening net book vulue 151 278 305 177 911
Additions 5 29 54 = 88
Depreciution (56) (82) (114) @) (254)
Disposals = = = an an
Closing net book value 100 225 245 158 728

At 31 December 2004

Cost 164 520 724 1,589 2,997
Accumuluted depreciution 64) (295) (479) (1,431) (2,269)
Net book vulue 100 225 245 158 728

Year ended 31 December 2005

Openiny het book value 100 225 245 158 728
Exchanyge differences 2 4 6 - 12
Additions - 4 59 - 63
Depreciution (33) 79 67) (158) 337)
Closing het book value 69 154 243 - 466

At 31 December 2005
Cost 168 539 779 1,635 3,121
Accumuluted depreciution (C)) (385) (536) (1,635) (2,655)

Net book value 69 154 243 - 466
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Company
2005 2004
HK$'000 HKS$’000
Unlisted investments, ut cost (Note (u)) 16,917 16,917
Amounts due from subsidiuries (Note (b)) 28,182 28,385
45,099 45,302
Less: Impuirment losses (45,099) (39.517)
= 5,785
() Detuils of the subsididaries at 31 December 2005 are us follows:
Pluce of
incorporation/ Principul Particulars
estublishment uctivities of issued/
and kind of und pluce reyistered und
Compuny legdl entity of operution puid up cupitul  Interest held
Held directly:
Anyels Intelligent British Virgin Investment 9,041,767 100%
Transportution Systems Islands, limited holding in ordinary shures
Compuny Limited liubility compuny Hony Kony of HK$1.0 euch
Angels Logistics Systems British Virgin Investment 903,000 100%
(Guunyzhou) Compuny Islunds, limited holding in ordinary shures
Limited liubility compuny Honhy Kony of HK$1.0 euch
Angels Navimuster Co. British Virgin Investment 1 ordinary 100%
Limited Islunds, limited holdiny in share of USS1
liubility compuny Hony Kony
Proville Consultuncy British Virgin Dormunt 1 ordinary 100%
Inc. Islunds, limited share of USS1
liability company
Held indirectly:
Anyels Engineeriny Hony Kony, Provision of 10,000 100%
Technoloyy Limited limited liability munagement ordinary shares
compuny services to of HK$1.0 euch
Group compunies
in Hohy Konhy
und the PRC
Angels ITS (Guunhgzhou) The PRC, Dormunt US$600,000 100%
Co., Lid wholly-foreign
owhed enterprise
with limited liability
Beijing Angels The PRC, Provision of RMB1,000,000 100%
Communicutions wholly-foreign fransportution
Technology Co., Ltd owhed enterprise technoloygy
with limited liability solutions
in the PRC
(b) The umounts due from subsidiuries ure unsecured, interest free and hot repuydble within the next

tfwelve months.
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8. Interests in associates

Group

2005 2004

HK$"000 HK$’000

Beyinniny of the yeur 2,756 4,346

Share of ussociutes’ results

- loss before tuxution (132) (2.257)

- taxation - -

- minority interest - 824

2,624 2,913

Exchunye difference & =

Acyuisition of unh ussociute - 2,700

Wuiver of payuble for ucquisition of un ussociute (2,000) =

Net movement of umount due from un ussociute (56) (109

Impuairment losses (571) (2,748)

End of the yeur - 2,756
The interests in ussociutes represent the followiny:

Share of net liubilities 4,701 (4,572)

Goodwill on ucyuisition of un ussociute 532 2,532

Loun receivuble (Note (b)) 7.488 7.488

Amount due from an ussociute - 56

3,319 5,504

Less: Impuirment losses 3.319) (2,748)

- 2,756

Company

2005 2004

HKS$'000 HKS$ 000

Unlisted shures, ut cost 8,472 8,472

Loun receivuble (Note (b)) 7.488 7.488

15,960 15,960

Less: Impuirment losses (15,960) (15,960)
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Interests in associates (Continued)

() The Group’s interests in its ussociutes, ull of which dre unlisted, were us follows:

Particulars Pluce of
of issued  incorporation Principul Interest held
Compuny shares held und operation uctivities Assets  Lidbilities Revenue Loss directly Indirectly
HK$'000  HK$'000 HKS'000  HK$'000
2004
CTIA VSAT Network 5,000,000 ordinary  Hong Kongy Investment 18,763 26,761 7816 3,582 40% =
Limited (*CTIA") shares of holding
HKS1.0 euch
Smart-Mover TS Reyistered The PRC Provision of 437 25 18 398 = 35%
Technology Co. cupital of fruffic informution
Limited RMB2,000,000 service solution
in Beijing
2005
CTIA VSAT Network 5,000,000 ordinary  Hong Kongy Investment 17,260 27,904 9,101 1837 40% =
Limited (*CTIA") shares of holding
HKS1.0 euch
Smart-Mover [TS Reyistered The PRC Provision of 206 94 = 37 = 35%
Technology Co. cupital of fruffic informution
Limited RMB2,000,000 service solution
in Beijing

) Loun receivuble from un ussociute is unsecured, interest free und due und demunded for repuyment.

©) The Group hus hot recoyhised losses umounting to HK$735,000 (2004: HKSNil) for CTIA. The
uccumuluted losses not recoynised were HK$735,000 (2004: HKSNIl).
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9. Available-for-sale financial assets

Group

2005

HKS$"000

Beyinniny of the yeur 805
Exchunyge difference 24
End of the yeur 829

There were no udditions, disposuls or impuirment provisions on available-for-sale financial assets in 2005.

Avuilable-for-sale financial assets include the following:

Group
2005 2004
HK$"000 HK$’000
Club membership 348 338
Unlisted investments 481 467
829 805
10. Long-term systems integration contracts in progress
Group
2005 2004
HK$'000 HKS$"000
Cost incurred to dute plus recoynised profits to dute 209 13,236
Less: proyress billings 173) (11,410)
36 1,826
Included in current ussets/(liabilities) under the followinyg cuptions:
Amounts due from customers for confruct works 36 1,901
Amounts due fo customers for contruct works = (75)
36 1.826

At 31 December 2005, retention monies held by customers for contract works included in trude receivubles
of the Group under Note 11 umounted to HK$1,611,000 (2004: HKS$1,250,000).
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11. Trade receivables
At 31 December 2005, the ugeiny unulysis of frude receivubles were us follows:
Group
2005 2004
HK$'000 HK$’000
Current to 90 duys 2,132 5,123
91 to 180 duys - 70
181 to 270 duys - 1,408
271 to 360 duys 1413 -
Over 360 duys 2,936 910
6,481 7511
Less: Provision for doubtful debfs (2,300) (2,300)
4,181 5.211
The credit ferms granted to customers vary and dre generdlly at the results of hegotiutions between the
individuul customers und the Group. Customers ure generdlly required to puy ut various intervals over the
life of the projects.
12. Cash and bank balances

At 31 December 2005, RMB1,318,000 (2004: RMB4,163,000) of the Group’s cush und bunk bulances were
denominuted in Renminbi und kept in the PRC. The conversion of these Renminbi denominuted bulunces
into foreigh currencies is subject to the rules and regulutions of foreigh exchange control promulguted by

the PRC gyovernment,



Angels Technology Compuny Limited Annuul Report 2005

| NOTES TO THE FINANCIAL STATEMENTS

13. Share capital

14.

Authorised
Ordinary shares of HKS$0.10 euch
No. of shures HK$'000
At 31 December 2004 und 2005 1,200,000,000 120,000

Issued and fully puid
Ordinury shures of HK$0.10 euch
Note No. of shures HKS$'000

At 31 December 2004 and 2005 204,000,000 20,400

Share options

Pursuunt to u resolution pussed onh 16 August 2001, the Compuny’s shure option scheme wus upproved
und udopted. Shure options ure yrunted to eligible employees, including executive Directors of the
Compuny. A nominul consideration ut HK$10 wus puid by the employees for euch lot of shure options
grunted. Movements in the humber of share options outstunding during the year ure as follows:

Number of share options

2005 2004
Beyinning of the year 7,288,000 7,288,000
Cancelled during the year (400,000) =
End of the year 6,888,000 7,288,000

There were ho option yrunted, forfeited, exercised or lupsed in 2004 und 2005.

At 31 December 2005, the followiny options to subscribe for shures were outstunding under the Compuny’s
share option scheme:

Exercise price

per shure Number of
HKS outstundiny options Expiry dute
Directors 1.28 2,500,000 9 August 2011
Other employees 1.28 4,388,000 9 August 2011

6,888,000
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15. Other reserves

Group
Shaure Capital Exchunye
premium reserve reserve Totul
HK$"000 HK$"000 HK$"000 HK$’000
At 1 Junuary 2004 und 31 December 2004 37,010 (1,628) (144) 35,238
Representing:

Compuny und subsidiaries 37,010 (1,628) (144) 35,238
At 1 January 2005 37,010 (1,628) (144) 35,238
Currency translation differences - - 147 147
At 31 December 2005 37,010 (1,628) 3 35,385
Representing:

Compuny und subsidiaries 37,010 (1,628) - 35,382

Associutes - - 3 3

37,010 (1,628) 3 35,385
Company
Share  Confributed
premium surplus Totul
HK$'000 HK$’000 HK$’000
At 1 Junuary 2004 and 31 December 2004 37.010 3.916 40,926

At 1 Junuary 2005 und 31 December 2005 37,010 3.916 40,926
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16. Trade payables

At 31 December 2005, the ugeiny unalysis of frude puyubles were us follows:

Group

2005 2004

HK$'000 HKS$"000

Current to 90 duys 3,391 5,154

91 to 180 duys = 44
181 to 270 duys - -
271 to 360 duys 22 -
Over 360 duys 1,412 1,551
4,825 6.749

17. Accrued charges and other payables
Group Company

2005 2004 2005 2004

HK$’000 HK$’000 HK$’000 HK$’000

Accrued charges und other puyubles 4,268 2,882 732 608
Advunce from u director (Note) 1,210 - 100 -
5,478 2,882 832 608

Note: The udvunce from u director is unsecured, interest free and hus no fixed terms of repayment,
18. Provision for warranty

Group

HK$’000

At 1 January 2005 1,240
Unused umounts reversed (Note 22) @10
Exchunge differences 36

At 31 December 2005 1,255
2005 2004

HK$"000 HK$’000

Anualysis of provision for warranty

Current 1,255 1,240

The Group yives 12-month warranties on certain contfracts und undertukes to repuir or replace items that
fail to perform satisfactorily.
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Amount due to a subsidiary

20.

The umount due to u subsidiury is unsecured, interest free und hus no fixed terms of repuyment.

Convertible note

Group and Company

2005 2004
HKS$'000 HKS$'000
4% Convertible hote (the “Note”) 4,000 4,000

Pursuunt to the Subscription Agreement duted 21 Juhe 2004 entered into by the Compuny und un
independent third purty, VC Finunce Limited (the “Subscriber”), the Compuny hus ugreed to issue und the
Subscriber hus agreed to subscribe for the Note with u principul amount of HK$4,000,000. At 31 December
2004, the Note wus issued.

Principul terms of the Note ure set out below:

(@)

(b)

©

@

(e

Interest

The Note beurs interest ut 4% per unnum of the principul umount of the Note und is puyuble semi-
annually in arrear on 30 June und 31 December in euch yeur,

Conversion period

The Noteholder will have the right to convert the Note into shares of the Compuny ut uny time
during the conversion period (i.e. from 7 July 2004 to 6 Junuary 2006).

Conversion price

The Note will be convertible into shares ("*Conversion Shares”) at un initiul conversion price of
HKS$0.37 per shure (“Conversion Price”). The Conversion Price will be subject to udjustment for,
uamony other things, subdivision or consolidation of shares, the making of u free distribution of
shares, the decluration of u dividend in shares und other dilutive events.

Ranking of conversion shares

Conversion Shares will rank puari pussu in dll respects with the shares then in issue on the relevunt
dute of exercise of the conversion rights.

Maturity
The Note will hot become due nor repuyuble until the muturity dute i.e. 6 Junuary 2006 (*Mauturity

Dute”) unless previously redeemed or converted, the Compuny will redeem the Note ut its principul
umount, plus uccrued interest, on the Muturity Dute.
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20. Convertible note (Continued)

) Early redemption

Commencinyg three months ufter the issue of the Note und prior to the Maturity Dute, the Compuny
muy by notice to the Noteholder (which notice will be irrevocuble), redeem ull of the Note from
fime to time ut its full umount outstundiny, toyether with uccrued interest thereon. If the 10-duy
averuge closing price of the shares over the 10 fruding duys up to und including the dute of the
notice shull be higher than the Conversion Price, the Compuny shall puy to the Noteholder the
difference of that uverauyge closing price und the Conversion Price, multiplied with the humber of
Conversion Shures thut would huve been issued to the Noteholder hud it exercised its conversion
right on that day.,

(9) Voting rights

The Noteholder will hot huve right to uttend or vote in uny shareholders” meeting of the Compuny
by virtue of the Note ulone.

On 6 Junuury 2006, the Compuny fully repuid the Note (Note 32(w)).

21. Other revenue

Group
2005 2004
HK$’000 HKS$’000
Interest income 36 1
Guin oh disposul of plunt und eyuipment = 3
Suhdry income 23 -

59 4
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22. Operating loss

Operuting loss is stuted ufter churging/(crediting) the followiny:

Group
2005 2004
HK$’000 HK$’000
Auditors’ remunerution 320 320
Depreciution of plunt und eqyuipment (Note 6) 337 254
Impuirment (included in other operating expenses)

- deposit for soffware development - 579
Operuting leuse rentdls in respect of lund and buildings 1,068 787
Provision for doubtful debts - 907
Provision for warranty (Note 18) @2n 4)
Resedurch und development costs - 683
Stuff costs (including directors” emoluments)

- cost of services 503 390

- udministrative und distribution expenses 2,855 3,050

23. Staff costs (including directors’ emoluments)
Group

2005 2004

HK$’000 HK$’000

Wages und salaries 3,167 3,244

Unutilised unnuul leuve - 13)
Termination benefits 62 78

Sociul security costs 13 28

Pension costs 116 103

3,358 3,440
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24. Directors’ and senior management’s emoluments

(a) Directors’ emoluments
The remunerution of every Director for the year ended 31 December 2005 is set out below:

Employee’s  Compensution

confribution for loss of

Inducement fo pension office us
Nume of Director Fees Saluries fees scheme director Totul
HK$"000 HK$'000 HK$'000 HK$'000 HK$'000  HKS$'000
Mr. Yan, Daniel X.D. (i) - 63 - - - 63
Mr. Lau, Andrew Kim (i) - 63 - - - 63
Mr. Zhu Quun (ii) - 81 - - - 81
Ms. Shek Yiny, Christine (ii) - 3 - - - 3
Mr. Yanyg Xiaoping = = = = = =
Mr. Zhao Ming - - - - - -
Mr. Wu Xin - - - - - -

The remuneraution of every Director for the yeur ended 31 December 2004 is set out below:

Employee’s  Compensution

contribution for loss of

Inducement to pension office us
Name of Director Fees Salaries fees scheme director Totdl
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000  HK$'000
Mr. Yan, Daniel X.D. - 433 - 12 - 445
Mr. Lau, Andrew Kim - 313 - 12 - 325
Mr. Zhu Quan - 90 - - - 90
Ms. Shek Yiny, Christine - 126 - 6 - 132
Mr. Yung Xiuoping 20 - - - - 20
Mr. Zhao Ming 20 - - - - 20
Mr. Wu Xin 5 - - - = 9)

0) During the yeur 2005, Mr. Yun, Duniel X.D. und Mr. Lau, Andrew Kim wuived emoluments of
HK$392,000 (2004: HKSNIil) und HK$392,000 (2004: HKSNIl) respectively.

(i) Mr. Zhu Quun und Ms. Shek Yinyg, Christine resighed us Directors on 17 November 2005.



Annuul Report 2005 Angels Technoloyy Compuny Limited

NOTES TO THE FINANCIAL STATEMENTS |

24. Directors’ and senior management’s emoluments (Continued)

(b) Five highest paid individuals

The five individuuls whose emoluments were the highest in the Group for the yeur include one
(Note (iii)) (2004: two) directors whose emoluments ure reflected in the unulysis presented ubove.
The emoluments puyuble to the remuining four (2004: three) individuuls during the yeur are us

follows:
2005 2004
HK$'000 HK$’000
Basic suluries, housing dllowances, share options,
other ullowunces und benefits in kind 901 681
Contributions to pensions schemes 27 21
928 702

0) The emoluments of these four (2004: three) highest puid individuals are less than HKS1,000,000.

@ii) No emoluments were puid or puyuble to these four (2004: three) individuauls by the Group us
un inducement to join or upon joining the Group, or us compensution for loss of office
during the yeur,

(iii) Mr. Zhu Quun wus resighed as Director on 17 November 2005. Included in the five highest

puid individuuls ubove for the yeur ended in December 2005 wus director’s emolument of
HK$81,000 puid to Mr. Zhu Quun, which was included in Note 24(a) above.,

25. Finance costs

Group
2005 2004
HKS$'000 HKS$'000
Interest on convertible note 160 78
Other finance costs 20 60

180 138
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26. Taxation

27.

()

()

©)

No provision for Hony Konhy profits tux hus been mude us the Group hus no estimuted ussessuble
Hong Kony profits for the year ended 31 December 2005 (2004: HKSNIil).

The subsidiaries, Beijing Angels Communicutions Technoloygy Co., Ltd ("Beijing Angels”) und Angyels
ITS (Guunyzhou) Co., Ltd ("Guunyzhou Anygels”), operuting in the PRC, ure subject to un income
tax rate of 33% on their fuxuble profit in accordunce with the income tax law in the PRC. Beijinyg
Angels wus upproved us u “Newly-estublished Advunced und New Technology Enterprise” und is
therefore entitled to u reduced tux rate of 15%. Pursuunt to u nofice issued by Stute Tuxution
Bureuu of Beijing Huidiun District on 14 November 2000, tux holiduy is grunted to Beijing Anyels.
Beijing Anyels is entitled to full exemption from PRC income tux from the yeurs 2000 to 2002 followed
by u 50% reduction in the income tux rate (i.e. 7.5%) for the yeurs from 2003 to 2005. Guunyzhou
Angels has ho estimated ussessuble profits for the year ended 31 December 2005 (2004: HKSNIl).

The tux on the Group’s loss before tuxution differs from the theoreticul umount that would urise
using the Hony Kony profits tux rute us follows:

2005 2004

HK$"000 HK$’000

Loss before tuxution (8,948) (4,410)

Tax at Hohy Kony profits tax rate of 17.5% (2004: 17.5%) (1,566) (772)

Expenses hot deductive for tux purposes 541 1,518

Utilisation of previously unrecognised tux losses - 799
Tux losses for which ho deferred income tux usset

wus recoyhised 1,025 58]

Tuxution churye - ~

At the bulunce sheet dute the Group hus unused tux losses of upproximately HK$8,585,000 (2004:
HK$4,767,000) avuiluble for offset uguinst future profits. No deferred tux usset hus been recoynised
due to the unpredictability of future profit streams. The unrecoghised tux losses of HK$4,905,000 und
HK$3,680,000 will expire on 31 December 2007 und 31 December 2010 respectively.

Loss atiributable to shareholders

28.

The loss uttributuble to shareholders is deult with in the finunciul stutements of the Compuny to the extent
of HK$6,413,000 (2004: HK$6,092,000).

Dividend

The Directors do not recommend the puyment of u dividend for the year (2004: HKSNil).
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Loss per share

30.

The culculution of loss per shure is bused oh the Group’s loss uttributuble to shareholders of HK$8,948,000
(2004: HK$4,410,000).

The busic loss per share is bused on the weighted average number of 204,000,000 (2004: 204,000,000)
ordinury shures in issue during the yeur. A diluted loss per shure for the yeurs ended 31 December 2004
und 2005 hus not been disclosed, us the convertible hote outstunding during the yeurs hud un unti-
dilutive effect on the busic loss per shure for the yeurs,

Retirement benefits scheme

31.

Prior to 1 December 2000, the Group did hot huve uny pension or refirement benefits scheme for its
employees in Hony Kony. With effect from 1 December 2000, the Group hus set up u defined contribution
retirement scheme (*MPF Scheme”) under the Mundutory Provident Fund leyislation reguluted by the
Mandutory Provident Fund Scheme Authority in Hony Kohy und to muke confributions for its eligible
employees in Hony Kohy ut rutes specified in the rules.

In addition fo the parficipation in the MPF Scheme, the Group is required to contribute to u defined
confribution retirement scheme for its employees in the PRC bused on upplicuble rutes in uccordunce
with the relevunt yovernment regulutions.

The only obligution of the Group with respect to these refirement benefits schemes is to muke the required
contributions under the respective schemes. No forfeited contributions ure uvuiluble to reduce contributions

payuble in future yeurs,

Commitments

(a) Capital commitments

At 31 December 2005, the Group hud the following cupitul commitments:

2005 2004
HK$'000 HK$’000
Contructed but not provided for
- Softwure development costs = 748
- Purchuse of muteriuls for projects - 2,208

= 2,956
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31.

Commitments (Continued)

32.

(b)

Operating lease commitments

At 31 December 2005, the Group hud future uyggregute minimum leuse puyments in respect of
lund und buildings under hon-cuncelluble operating leuses us follows:

2005 2004

HK$'000 HKS$"000

Not luter than one yeur 606 944
Later than one yeur but hot later than five years 65 476
671 1,420

Events after the balance sheet date

()

(o)

On 5 Junuury 2006, the Compuny entered into u loun ugreement (“Loun Agreement”) with Pucific
Foundution Assets Munugement Limited (the “Lender”). The Loun Agreement provides un unsecured
loan of HKS4,500,000 at interest rate of 12% per annum. The Compuny shall repay the loun together
with inferest outstanding on 5 January 2007 or such other dute us may be ugreed upon by the
Lender und the Compuny.

The Loun Agreement contuins specific performance obligations on Mr. Mak Shiu Chunyg, Godfrey
(“Mr. Mak”). Mr. Muk is the beneficial owher of the entire issued share capital of Lucky Teum
Internutional Limited (“Lucky Teum”), which is in tfurn u substuntial shareholder of the Compuny,
holdinyg upproximutely 27.89% of the issued shure cupitul of the Compuny us ut 31 December 2005.
Subseyuent to the bulunce sheet dute, Mr. Muk uppointed us executive Director of the Company.
In particular, the Loun Agreement requires (so lony us there remuins uny monies outstunding under
the Loun Agreement) that Mr. Mak, by himself or tfogether with Lukcy Teum and/or other entifies
under his control, owns shures representing 20% or more of the totul issued shure cupitul of the
Compuny. A breuch of uny of the ubove specific performunce obligutions would constitute u
default under the Loun Agreement. Such defuult would permit the Lender to uccelerute the muturity
of the indebtedness under the Loun Agreement.

On 6 Junuury 2006, the Compuny used such loun to finunce the repuyment of the Note of
HK$4,000,000 (Note 20).

On 27 February 2006, the Compuny entfered into a Placing und Underwriting Agreement with
Pacific Foundution Securities Limited, pursuant to which the Compuny ugreed conditiondlly to issue
a fotal of 40,800,000 Placing Shares at a price of HKS0.10 euch. On 22 March 2006, the Plucing
Shares were issued to seven individuuls (the “Plucees”) who dre hot conhected persons of the
Compuny und ure independent of und hot connected with the directors, chief executive, substantidl
shareholders of the Compuny or its subsidiuries, or uny of their respective ussociutes us defined in
the GEM Listing Rules. Anyone of the Plucees will hot become u substuntiul shareholder of the
Compuny. The Bourd intends to use the net proceeds from the Plucing of upproximately HK$3,880,000
for the Group for yeneral working cupitdl purpose.
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NOTICE IS HEREBY GIVEN thut the Annuul Genherul Meeting of Anyels Techholoyy Compuny Limited (the
“Compuny”) will be held at Room 2712, 27th Floor, West Tower, Shun Tuk Centre, 168-200 Connuught Roud
Centrul, Hohy Konhy oh Tuesduy, 25 April 2006 ut 3 p.m. for the followiny purposes:

1. To receive und consider the uudited Finunciul Stutements und the reports of the directors und auditors
for the yeur ended 31 December 2005;

2. To re-elect the retiring directors und to fix the remuneration of directors; and
3. To re-uppoint auditors und authorise the bourd of directors to fix their remuneration.
4. By wuy of speciul business, to consider und if thought fit, puss with or without umendments, the

following resolutions us ordinary resolutions:

ORDINARY RESOLUTIONS

A. "THAT:

() Subject to purugruph (c) below, the exercise by the directors of the Compuny during
the Relevunt Period (us hereinufter defined) of ull the powers of the Compuny to ullot or
issue shures in the cupitul of the Compuny und to muke or yrunt offers, ugreements und
option which would or might require the exercise of such power be und is hereby gyenerdlly
und uncondifionully upproved;

(b) the upprovul in purugruph (u) ubove shull uuthorise the directors of the Compuny duriny
the Relevunt Period to muke or grunt offers, ugreements und optiohs which would or
miyght require the exercise of such powers ufter the end of the Relevunt Period;

©) the uygygregyute nominul umount of share cupital ullotted or issued or ugreed conditiondlly
or unconditiondlly to be dllotted or issued (whether pursuunt to options or otherwise) by
the directors of the Compuny pursuunt to the upproval in puragraph (a) ubove, otherwise
than pursuant to (i) u Rights Issue (us hereinufter defined); or (ii) uny share option scheme
or similur urrungement of the Compuny for the time beiny udopted for the yrunt or issue
to officers und/or employees of the Compuny und/or uny of its subsidiuries of shures or
rights to ucqyuire shures of the Compuny; or (iii) uny scrip dividend or similur urrangement
providing for the ullotment of shares in lieu of the whole or part of u dividend on shures
of the Compuny in uccordunce with the urticles of ussociution of the Compuny in force
from time to fime; or (iv) the exercise of rights of subscription or conversion under the
terms of uny wurrants or convertible bonds issued by the Compuny or uny securities
which are convertible into shares of the Compuny, shall not exceed 20 per cent. of the
ayygreygute nominul amount of the share cupitul of the Compuny in issue on the dute of
pussing this Resolution und the suid upprovul shull be limited uccordingly; und

(d) for the purpose of this Resolution:

"Relevunt Period” meuns the period from the dute of pussing this Resolution until
whichever is the eurliest of:

0) the conclusion of the next unnuul yenerul meeting of the Compuny;
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B.

“THAT:

(W)

)

(©)

"THAT:

(i) the expirution of the period within which the hext ahhuul general meeting of the
Compuny is required by the urticles of ussociution of the Compuny or uny other
applicuble laws of the Cayman Islunds to be held; or

iiiy the pussing of un ordinary resolution by the members of the Compuny in generdl
meeting revoking or varying the authority given to the directors of the Compuny
uhder this Resolution.

"Rights Issue” meuns un offer of shures in the Compuny, or offer or issue of wurrunt,
options or other securities yiving rights to subscribe for shares open for u period fixed by
the directors of the Compuny to holders of shures of the Compuny on the reyister of
members of the Compuny on u fixed record dute in proportion to their then holdinys of
shares us ut that dute (subject to such exclusion or other urraungements us the directors
of the Compuny muy deem hecessury or expedient in relation to fractionul entitlements
or haviny regurd to uny restrictions or obligations under the laws or the requirements of
uny recoyhised reygulutory body or uny stock exchunge in uny ferritory outside Hony
Kong).”

the exercise by the directors of the Compuny during the Relevunt Period of ull powers of
the Compuny to purchuse its own shures, subject to purugruph (b) below, be und is
hereby generdlly und uhconditionully approved;

the ayygreygyute nominal umount of shures of the Compuny which muy be repurchused
by the Compuny on the Growth Enterprise Murket of The Stock Exchunge of Hony Kohy
Limited or uny other stock exchunyge recoynised for this purpose by the Securities and
Futures Commission of Hony Konyg und The Stock Exchunyge of Hony Kony Limited under
the Honhy Kohy Code on Share Repurchuse pursuunt to the upproval in paragraph (a)
ubove shull not exceed 10 per cent. of the ugyregute nominal umount of the issued
shure cupitul of the Compuny us ut the dute of pussing this Resolution und the authority
pursuunt to purauyraph (u) of this Resolution shull be limited uccordingly; und

for the purpose of this Resolution, "Relevunt Period” shull huve the sume meuning us
ussigned to it under Ordinury Resolution 4A of this notice.”

conditionul upon Resolutions 4A und 4B ubove beiny pussed, the uyyregyute hominul

umount of shares in the cuapital of the Compuny which dre repurchused by the Compuny under
the uuthority grunted to the directors us mentioned in Resolution 4B ubove shull be udded to
the ugygreyute nominal amount of share cupital that may be dllotted or ugreed conditionally
or unconditionully to be ullotted by the directors of the Compuny pursuunt to Resolution 4A,
provided thut the umount of shure cupitul repurchused by the Compuny shull not exceed 10
per cent. of the totul nominul umount of the shure cupitul of the Compuny in issue on the dute
of this Resolution.”
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5l To consider und, if thought fit, puss with or without umendments, the followiny resolufion us speciul
resolution:

SPECIAL RESOLUTION
“THAT the Articles of Associution of the Compuny be und ure hereby umended in the following munner:
() by deleting Arficle 86(5) in its entirety und substituting therefor the followiny:

"86(5) The Compuny muy by ordinury resolution remove uny Director ut uny time before the
expirution of his period of office hotwithstunding unything in these Articles or in uny
ugreement between the Compuny und such Director (but without prejudice to uny
cluim which such Director muy huve for dumugyes for uny breuch of uny contfruct of
service between him und the Compuny).”

(b) by deleting Article 87(1) in its entirety und substituting therefor the followiny:

"87(1) At euch unnuul general meeting one-third of the Directors for the time beiny, or, if their
number is hot three or u multiple of three, then the number heurest to but not exceediny
ohe-third, shull retire from office by rotution, provided thut every Director (includiny
those uppointed for u specific term) shull be subject to retirement by rotation ut leust
once every three yeurs.””

By order of the Bourd of

ANGELS TECHNOLOGY COMPANY LIMITED
Yan, Daniel X.D.

Chuirman

Hong Konyg, 31 March 2006
Notes:

1. A member holdinyg two or more shures who is entitled to uttend und vote ut the Anhuul Generul Meeting is entitled to
uppoint one or more proxies to uttend und vote on his/her behdlf. A proxy heed not be u member of the Compuny.

2. To be vulid, u form of proxy und the power of uttorney or other uuthority, if uny, under which it is sighed or u noturiully
certified copy of such power or authority must be deposited with the Compuny’s principul office ut Room 2712, 27th
Floor, West Tower, Shun Tuk Centre, 168-200 Connuuyht Roud Centrul, Hony Kony hot less thun 48 hours before the time
uppointed for the holding of the Annuul Generul Meeting or uny udjournment thereof. Completion und return of the
form of proxy will hot preclude g member from uttending und voting in person.

3. A form of proxy for the meeting will be enclosed with the unnuul report.

4, If two or more persons dre joint holders of u share of the Compuny, the vote of the senior who tenders u vote, whether
in person or by proxy, will be uaccepted to the exclusion of the other joint holder(s). For this purpose, seniority shall be
determined by the order in which the numes staund in the reyister of members of the Compuny in respect of the joint
holdiny.
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8, In relution to proposed Resolutions 4A, 4B und 4C ubove, upprovul is being sought from the members for the grant to
the directors of u general mundute to authorise the issue und repurchuse of shares pursuunt to the Rules Governing the
Listing of Securities on the Growth Enferprise Murket of The Stock Exchunge of Hohyg Kony Limited (the "GEM Listing
Rules”). The explunutory stutement required by GEM Listing Rules in connection with the repurchuse mundate is contuined
in u circulur of the Compuny duted 31 Murch 2006 which will be disputched to members toyether with the unnual
report.

6. Mr. Muk Shiu Chuhy, Godfrey und Mr. Kwok Chi Shing will hold the office of u director until the Anhual General Meeting
and Mr. Zhao Ming und Mr. Yan, Duniel X. D. will retire at the Annuul General Meeting und dll of the ubove directors,
beiny eligible, will offer themselves for re-election. Brief biographicul detuils of the ubove directors ure set out in
Appendix Il to the circulur of the Compuny duted 31 March 2006.

As ut the dute hereof, the Bourd comprises:
Executive Directors:

Mr. Yun, Duniel X.D.

Mr. Muk Shiu Chuny, Godfrey

Mr. Lau, Andrew Kim

Independent Non-executive Directors:
Mr. Yanyg Xigopinyg

Mr. Zhuo Miny

Ms. Wu Xin

Mr. Kwok Chi Shiny



