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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 GEM.

The principal means of information dissemination on GEM is
publication on the Internet website operated by the Stock
Exchange. Listed companies are not generally required to issue
paid announcements in gazetted newspapers. Accordingly,
prospective investors should note that they need to have access
to the GEM website 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 liability whatsoever
for any loss howsoever arising from, or in reliance upon, the
whole or any part of the contents of this report.

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

I would like to announce the audited operating results for the
year ended 31 December 2005 (“this year”) on behalf of the
Board of Directors of Jian ePayment Systems Limited (the
“Company”) and its subsidiaries (together referred to as the
“Group”).

FINANCIAL REVIEW

In this year, the Group had a sharp increase in its operating
income as compared with the preceding year. For the year ended
31 December 2005, its turnover was RMB15,948,000,
representing an increase of 95% over last year, while the profit
attributable to shareholders amounted to approximately
RMB1,283,000. The Group achieved a successful turnaround
after suffering heavy losses for the past 2 years.

BUSINESS DEVELOPMENT

As at 31 December 2005, the Group had further issued 454,000
pieces of Jian Smart Pass, making the accumulated number of
Jian Smart Pass in issue reached to about 1,100,000. That
represented a growth of 69% from the accumulated number of
650,000 pieces of Jian Smart Passes in 2004.

As at 31 December 2005, the Group sold 3,017 sets of parking
meter software and hardware packages, increased by 72.4%
from 1,750 sets of 2004.

For the year ended 31 December 2005, transaction levies
charged by the Group amounted to RMB1,871,000, increased
by 26.5% from RMB1,479,000 of 2004.

RESTRUCTURING AND M&A

On 24 February 2005, the Group and Wuhan Transportation
Group Company Limited entered into a joint venture contract
related to Wuhan Traffic IC Card Management Limited, and had
received all necessary approvals from governmental authorities
as required by law, among them the approvals from Wuhan
Municipal State-owned Assets Supervision and Administration
Commission, Wuhan Municipal Development and Reform
Commission, Hubei Business and Trading Office and Hubei
Provincial Government.
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CHAIRMAN’S STATEMENT

FUTURE OUTLOOK

The electronic parking equipment and system technology
launched to the market by the Group a few years ago have
gradually become the leading technological products in the PRC
market after the harsh market competition. The existing
customers of the Group increased their orders of equipment
progressively while revenue from the transaction levies regained
its growth momentum. The sale of our core business is expected
to grow faster in 2006, which will result in a greater market
share.

The Group has been seeking opportunities of joint development
of the electronic payment market in China. Based on the
satisfactory results of the promotion of “One Card Multiple Uses”
system in Wuhan and with the support from relevant departments
of Wuhan Municipal Government, the Group and Wuhan Traffic
IC Card Management Limited have commenced cooperation to
establish a “One Card Multiple Uses” system similar to the
Octopus Cards of Hong Kong modeling the marketing of Jian
Smart Pass and on the basis of more than 1,700,000 Traffic IC
Cards in circulation in Wuhan.

Looking ahead, the Board of Directors has no doubt that the
Group will continuously record substantial growth in operating
income in 2006 to generate sufficient funds for various expenses
and the need of daily operation. We are confident that successful
acquisition of Wuhan Traffic IC Card Management Limited and
other projects will bring about new sources of income for
business development to the Company. Ultimately, we aim at
making Jian Smart Pass a convenient card widely used by
residents throughout China.

APPRECIATION

On behalf of the Board of Directors, | would like to take this
opportunity to thank the management and staff members of the
Group. Besides, | would like to thank all shareholders, investors,
business partners, customers and vendors for their support and
encouragement given to the Group in the past years. My thanks
are also extended to the lawyers, auditors, consultants and
relevant enterprises for their help and support.

Yours faithfully,
CHIN YING HOI
Chairman

Beijing, the PRC, 28 March 2006
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Jian ePayment System

incorporated in the Cayman Islands

incorporated in the British Virgin Islands
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MANAGEMENT'S DISCUSSION AND
ANALYSIS

HMBERE FINANCIAL HIGHLIGHTS
—ETEF —ETWF b))
2005 2004 Change
ARETR ARBTFT
RMB’000 RMB’000
EERRE Turnover 15,948 8,173 95%
EF Gross profit 9,479 4177 127%
BREGRF (EE) Profit/(loss) attributable to shareholders 1,283 (35,601) N/A
FRERAF(EEB) Basic earnings/(loss) per share 0.003 (0.089) N/A
Bt 7% B & FINANCIAL REVIEW

AEEHE-_TTRF+A=+—HIEEF2
BEEAA ARK 1594800070 @ tk —TEME
FIEI LFA95% - REERARRELEARNOAAR
#1,283,0007T * BIRERBHL B AKRK0.003
5T o

For the year ended 31 December 2005, the Group recorded a
turnover of approximately RMB15,948,000, representing an
increase of 95% over that of 2004. Profit attributable to
shareholders for the year was approximately RMB1,283,000,
while basic earnings per share was RMB0.003.

RERE P 2EXE TURNOVER BY PRODUCT

—EERE —TTPNE )
2005 2004 Change

AR¥ T AREF T

RMB’000 RMB’000
B FREEElRA Sales of hardware and software 14,077 6,694 110%
RPHE Transaction levies 1,871 1,479 27%
st Total 15,948 8,173 95%

REE -_ZTERFEEZRARFERELTED B
FEEEHEWARLN AR 14,077,0007T * RS %
R4 AR1,871,0007T ©
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The Group’s revenue for 2005 came from sales revenue of Jian
ePayment software and hardware sales of approximately
RMB14,077,000 and transaction levies of approximately
RMB1,871,000.
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MANAGEMENT'S DISCUSSION
AND ANALYSIS

PROFIT ATTRIBUTABLE TO SHAREHOLDERS

Profit attributable to shareholders for the year was approximately
RMB1,283,000, a turnaround from the condition of suffering major
loss in the preceding two years. This was mainly due to the
significant increase in turnover and gross profit. In addition, the
Group has also reduced the total expenses by 54% over last
year by strengthening its cost-control.

Bt UK 3R FINANCIAL CONDITION
BER HER
—EZHF —EEMF
+=ZA=+-8B +ZA=+—H =)
As at 31 As at 31
December 2005 December 2004 Change
AREFT AREFT
RMB’000 RMB’'000
ReRBEeEEY Cash and cash equivalents 5,305 6,428 -17%
HEE Total assets 17,764 21,209 -16%
i = Shareholders’ funds (8,214) (9,504) 14%
FEMBEE Non-current liabilities - 5,305 N/A
MENEL =& (1) Current ratio (Times) 0.58 0.51 14%
REE Total assets

REERAEBNBEER LFREAM16% 4
AR®17,764,0007T - EHFETFTEENRARE
2,682,000 ' MBEE (BRAR)NDARK
15,082,0007C °

RBESRBHBER
BRASE R e RBEEEMETHEARK
5,305,0007T * W&tk R IR —EEMHF 20.51
W RBAREE 2058 ¢

The Group's total assets in the Year decreased by 16% to
RMB17,764,000, mainly comprising fixed assets of approximately
RMB2,682,000 and current assets (including cash) of
approximately RMB15,082,000.

LIQUIDITY AND FINANCIAL RESOURCES

The Group currently has cash and cash equivalents of
RMB5,305,000 in total, while the current ratio has changed from
0.51 for 2004 to 0.58 this year.

Annual Report 2005 # #&
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MANAGEMENT'S DISCUSSION AND
ANALYSIS

Charges on Assets
As at 31 December 2005, the Group did not have any charge
on its assets.

Exchange Rate Exposure

All the Group’'s assets, liabilities and transactions are
denominated either in Hong Kong dollar, US dollar or Renminbi.
As the exchange rates of Hong Kong dollar, US dollar and
Renminbi were relatively stable during the Year, the Group

was not exposed to material foreign exchange risk.

ANER Human Resources
R-ZEZRF R_ZETNEF
+=ZRA=+—-8H +ZA=+—8H
EIZAR BT#A
As at 31 As at 31
December 2005 December 2004
Total number Total number
of staff of staff
B Management 14 16
HERMIGHE Sales and Marketing 8 12
R Rt e Purchasing and Supplies 2 3
EE Production 10 41
9t I f 2 Research and Development 9 10
B8 R AT Finance and Administration 11 9
@at Total 54 91

—TERIFRBEAKENEBERTERNETANE
RERE BT TERARENERES - BTREA
BURDEIBAN - EAK T REBUNANER
BEEER -
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BEME - ARBTREHBESENTELEREE
MEEREETHERE -

e
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In 2005, the Group had adjusted human resources structure
according to its business needs by conducting large-scale
restructure. The number of employees have been reduced to
54, which formed the basis of the efficient and effective human
resources management system.

The Group remunerates its employees based on their
performance, experience and the prevailing industry practice.
The Group also provides Mandatory Provident Fund benefits for
its employees in Hong Kong and the Statutory Retirement
Scheme for its employees in China.

The Group recognises the importance of staff training. Apart
from on-the-job training, the Group had regularly provided
internal and external training for its staff to enhance their
technical skills or product knowledge.
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MANAGEMENT'S DISCUSSION
AND ANALYSIS

SIGNIFICANT INVESTMENTS
Save for the Company'’s investments in its subsidiaries, the Group
did not have any significant investment.

BUSINESS REVIEW

In this year, the Group had a sharp increase in its operating
income as compared with the preceding year. As at 31 December
2005, the Group sold 3,017 sets of parking meters (including its
software and hardware). An increase of 72.4% as compared to
1,750 sets in last year. Sales revenue from hardware and software
amounts to RMB14,077,000, an increase of 110%
RMB6,695,000 in last year.

from

This was mainly due to the increasing orders from our existing
customers and the addition of two new customers, namely
Shanghai Bai Yu Lan Intelligent Transportation System
BOEHERIBERERRRRQA)
and Guangzhou Pan Yu Road-building Management Ltd (&M
TEBERFELEERARAD

of our hardwares and software.

Management Co. Ltd. (&

A]). This has boost up the sale

With the increased volume of parking meters placed by both
the existing and new customers of the Group, the number of
Jian Smart Pass in issue had continued to grow. The Group had
further issued 454,000 pieces of Jian Smart Passes, represented
a growth of 207% from 148,000 pieces of new issued passes in
previous year. The accumulated number of Jian Smart Pass in
issue grew 69% from 650,000 to reach 1,100,000. This was
mainly due to customers’ increasing awareness of the

advantages of using the Jian Smart Pass.

As the number of both smart cards issued and parking meters
increased, smart cards transactions have increased. The Group
recorded transaction levies income of RMB1,871,000, which has
an increase of 27% as compared to RMB 1,479,000 in previous
year.

Annual Report 2005 # #&
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MANAGEMENT'S DISCUSSION AND
ANALYSIS

FUTURE DEVELOPMENT

In 2005, the Group has 2 new customers, One of them, namely
BaiYulLan
Management Co., Ltd., is an enterprise who has won the tender

Shanghai Intelligent Transportation System
for provision of parking system for the roadside in the
metropolitan area of Shanghai. Since its trial run in May 2005,
the system has proved to be a safe, stable, reliable and highly
efficient service in the city of Shanghai. The enterprise has
formed good business partnership with various governmental
departments and car parking service companies. Based on the
principles established by the Document no. E &M ANB—%E
R {2 (2005) 621 (shanghaishi liujuyiwei hu jiao ting (2005) 621)
and the success of trial operation in some districts, Shanghai
will progressively promote the use of parking meters in the entire
city with 319 parking facilities involving 8,252 parking spaces in
the next 2 years. The Group had entered into a letter of intent
with Shanghai BaiYulLan Intelligent Transportation System
Management Co., Ltd., pursuant to which the Group will provide
to this Company the required research and development as well
as manufacturing services of parking meter system for the next
2 years.

Another new customer is Guangzhou PanYu Road-building
Management Ltd.. This Company has been granted with an
exclusive right to operate electronic parking system in Panyu
area. It had placed an order for 450 sets of parking meters with
the Group during the year.

With the economic growth in China, motor vehicle becomes
common. So, there is an increasing demand for parking spaces.
More cities in PRC will prepare to invite tenders for the provision
of parking system. With the experience in system development,
production and operation, the Group is in a good position to
expand further in this area.

At the same time, the acquisition of Wuhan Traffic IC Card
Management Limited will create a wider platform for the Group’s
“One Card Multiple Uses” system business to develop. The
Group will achieve substantial growth in revenue from transaction
levies.
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MANAGEMENT'S DISCUSSION
AND ANALYSIS

R&D AND PRODUCTION

To meet the demand for applications in new markets in Shanghai
and Panyu from our new customers, the Group had developed
a new model of parking meter reader-writer module and a new
J1000A parking meter with bill printer function. Large scale
production of these new products is on the production line.

Our R&D and production of J2000-1 model parking meter
customised with requirements of Panyu had been completed
with enthusiastic response from the users. In accordance with
the practical need of the operating entity to enable its cards to
be used in both Guangzhou and Panyu, the Group had
completed the upgrade for both Guangzhou’s and Panyu’s back
systems.

In view of further enhancing the technique used in its products
as well as lowering its production cost, the Group had re-
engineered its purchase and process channels for key
components of its products in 2005. As a result, quality of our
products had further improved and costs had been lowered as
well.

In line with the demands for new functions of the back office
system as well as the actual progress of “One Card Multiple
Uses” project in various districts, the Research and Development
Department of the Group has been engaged in the development
of an upgraded back office system software which will include
new functions such as information exchange, separation and
settlement between the system and “Shanghai All-in-one Public
Transportation Card” and other systems in use, and improve the
existing functions such as data storage, inquiry, printing and
security. The project has already achieved preliminary result.

CORPORATE RESTRUCTURE

As the Group’s focus had been at Wuhan market during the
year both in terms of effort spent and resources invested for a
quick conclusion to the M&A deal of Wuhan Traffic IC Card
Management Limited, and that it intended to consolidate its
various investments in the “One Card Multiple Purposes” market
at Wuhan into the joint venture (subsequent to the conclusion of
the M&A), our wholly-owned subsidiary, Wuhan Jian ePayment
Science and Technology Co., Ltd. had been ceasing its
operations in that market. The Group also plans to transfer all
partnerships and market resources under Wuhan Jian ePayment
Science and Technology Co., Ltd. into the joint venture.

Annual Report 2005 # #&
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CORPORATE INFORMATION

EXECUTIVE DIRECTORS

Mr. Chin Ying Hoi (Chairman)

Mr. Yang Guo Wei (Chief Executive Officer)
Mr. Liu De Fu (resigned on 1 February 2006)
Mr. Li Sui Yang

INDEPENDENT NON-EXECUTIVE DIRECTORS
Mr. Qu Xiao Guo

Mr. Zhang Xiao Jing

Ms. Tung Fong

REGISTERED OFFICE
Century Yard

Cricket Square
Hutchins Drive

P.O. Box 2681 GT
George Town

Grand Cayman

British West Indies
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17th Floor

Huapu International Plaza

19 Chaoyangmen Wai Dajie

Beijing

The PRC

HONG KONG LIAISON OFFICE
Unit 102, 1/F., Crocodile House |,
50 Connaught Road Central
Hong Kong

PRINCIPAL BANKERS

Bank of China Zhengzhou City East Road Branch
No. 1096 Hang Hai East Road

Zhengzhou

Henan Province

The PRC

The Hongkong and Shanghai Banking Corporation
1 Queen’s Road Central
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CORPORATE INFORMATION

COMPLIANCE OFFICER
Mr. Li Sui Yang

QUALIFIED ACCOUNTANT AND COMPANY SECRETARY

Ms. Ang Lai Kuen

AUTHORISED REPRESENTATIVES

Mr. Chin Ying Hoi

Mr. Liu De Fu (resigned on 1 February 2006)
Mr. Yang Guo Wei

MEMBERS OF THE AUDIT COMMITTEE
Mr. Qu Xiao Guo

Mr. Zhang Xiao Jing

Ms. Tung Fong

PRINCIPAL SHARE REGISTRAR

Bank of Butterfield International (Cayman) Ltd
Butterfield House

P.O. Box 705

George Town

Grand Cayman

Cayman Islands

British West Indies

HONG KONG BRANCH SHARE REGISTRAR AND

TRANSFER OFFICE

Hong Kong Registrars Limited
Room 1712-1716

17th Floor, Hopewell Centre
183 Queen’s Road East

Wan Chai

Hong Kong

AUDITORS

RSM Nelson Wheeler

Certified Public Accountants
7th Floor, Allied Kajima Building
138 Gloucester Road

Hong Kong

LEGAL ADVISERS TO THE COMPANY
Hubei Chi Sheng Law Office

B301 Luo Jia Shan Building

Hongshan District Jie Dao Kou

Wuhan

Hubei Province

The PRC
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DIRECTORS AND SENIOR
MANAGEMENT PROFILES

DIRECTORS

Executive Directors

Mr. Chin Ying Hoi (B§%§),
general manager and the founder of the Group. Mr. Chin is

aged 44, is the chairman, the

responsible for the overall strategic planning of the Group. He
is a researcher of I 1L E 5T 0 (Research Centre of the
Development and Modernization of the PRC) at Peking University.
He has over 16 years’ experience in strategic planning. He is a
member of Chinese People’s Political Consultative Conference.
He is also an executive member of Beijing Federation of Industry
and Commerce and a member of All-China Overseas Federation.

Mr. Yang Guo Wei ($5 Bl {2) , aged 52, is an executive director
and the chief executive officer of the Group. Mr. Yang joined the
Company in April 2004 and has more than 22 years experience
in operation and management of various companies and held
senior position in these companies. Mr. Yang had been tertiary
educated in the PRC, Japan and the USA. Mr. Yang has not
held any directorship in any listed companies in the last 3 years.

Mr. Liu De Fu (21 F), aged 74, is an executive director and
a deputy general manager of the Group. Mr. Liu joined the Group
in August 1994 and is responsible for the financial management
of the Group. He graduated from China Central Financial and
Monetary Institute in 1982. He is a Senior Economist and a
member of Chinese Monetary Society. He has over 10 years’
experience in the field of banking and corporate finance in the
PRC.

Mr. Li Sui Yang (Z=FE¥),
and a deputy general manager of the Group. Mr. Li joined the
Group in October 1996 and is responsible for overall market
development of the Group. He holds a master's degree of

aged 49, is an executive director

economic administration from North-west China University. He
was a lecturer at Xian Statistics College. He has over 13 years’
experience in market development in retail, real estate and
electronics industry in the PRC.
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DIRECTORS AND SENIOR
MANAGEMENT PROFILES

Independent non-executive Directors
Mr. Qu Xiao Guo (#i &) ,
in business administration from The Tsinghua University, is the

aged 35, holder of a master degree

General Manager of Beijing Long An Xin Finance Consulting
Company Limited. He was appointed as independent non-
executive director on 28 September 2004.

Mr. Zhang Xiao Jing (GREH) ,
degree of engineering from Beijing Science and Technology

aged 51, holds a bachelor’s

University. He is the managing director of Beijing CNT Manhattan
Building Co. Ltd.. He was appointed as independent non-
executive director on 26th October, 2001.

Ms. Tung Fong (E3), aged 59, holds a bachelor’s degree of
international trade from Beijing Foreign Trade Institute. She is
the chairman of Grand Rise Investment Ltd. She was appointed
as independent non-executive director on 26 October 2001.

SENIOR MANAGEMENT

Ms. Ang Lai Kuen G£E#8) , aged 39, is the Financial Controller
of the Group since June 2005. Ms. Ang has over 15 years of
experience in auditing, accounting and financial management.
She is a Certified Public Accountants (Practising), a fellow
member of the Association of Chartered Certified Accountants
and an associate member of both Chartered Institute of
Management Accountants and Hong Kong Institute of Certified
Public Accountants.

Ms. Chang Xiang (& #) , aged 51, is responsible for the equity
and finance function of the Group. Ms. Chang joined the Group
in September 2004. She graduated from Shenyang Industry
University, and has over 23 years’ experience in the corporate
financial management of China.

Mr. Sung Wei (R &), aged 39, is the deputy chairman and
responsible for the operation of the Group. Mr. Sung joined the
Group in June, 2002. He holds a degree of Engineering from it
REHE KB He used to work as a general managers in Fuzhou
and Tianjin branches of b /@ E @ 2 7]; Fas the manager of
the marketing department in It R FH S E R BFABR A . He
has over 12 years’ experience in IT services industry in PRC.

Annual Report 2005 # #&
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DIRECTORS AND SENIOR
MANAGEMENT PROFILES

Mr. Fu Hong Hua (3 & ), aged 31, is the Chief Accountant of
the Group and responsible for the management of financial
consolidation. Mr. Fu joined the Group in November 2005. He
graduated frommp &R Bf 4% K &2
Finance. He used to work as a senior financial manager in & 8¢
#1452 Fland financial manger in the = % #5; as an CEO assistant

F)EFRRAA; as a
financial supervisor in it =4 {55 A 7; as an operation director

with a Master of Philosophy in

and senior financial manager in /84T (1

in K2 T (L) R Fl. He has over 6 years’ experience in
corporate group financial management.

Mr. Sun Chang Cheng (¥ & &), aged 34,
research and development of the Group. Mr. Sun joined the
Group in September 2002. He holds a bachelor’'s degree of
North China University of Technology. He was the research and

responsible for

development engineer of STOVAL Technology Pte. Ltd.,
Singapore, Amatech Singapore Pte. Ltd., German, and the
manager of hardware department of Shan Dong Lu Neng
Intelligence Technology Pte. Ltd. He has over eight years’
experience in the electronic engineering industry of China.

Mr. Lu Ke Fei (B 5% ) , aged 38, is the deputy chairman and
responsible for administration and personnel issues. Mr. Lu joined
the Group in 2001. He graduated from FE AR K& and he
has over 15 years’ experience in market development and
executive administration.

Mr. Chen Chun Long (BR#RBB) , aged 31, is the financial
consultant of the Group. Mr. Chen joined the Group in October
2005. He is a certified public accountant of the Hong Kong
Institute of Certified Public Accountants. He was the financial
controller of a listing company with six years’ experience in the
auditing, accounting and finance. He holds a master degree in
Banking and Finance of University of Stirling.
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REPORT OF THE DIRECTORS

The directors submit their annual report together with the audited
accounts of Jian ePayment Systems Limited (the “Company”)
and its subsidiaries (hereinafter collectively referred to as the
“Group”) for the year ended 31 December 2005.

PRINCIPAL ACTIVITIES AND GEOGRAPHICAL ANALYSIS OF
OPERATIONS

The Company is an investment holding company. Its subsidiaries
are principally engaged in the development and operation of a
back end electronic receipt/payment and data recording and
processing software system (“Jian ePayment System”) and
manufacturing and distribution of the associated commercial
applications.

An analysis of the Group’s turnover by product category for the
year ended 31 December 2005 is as follows:

—ETRF —ETWF

2005 2004

AR%TT ARBTFIT

RMB’000 RMB’000

AR EE WA Sales of hardware and software 14,077 6,694
RHEE Transaction levies 1,871 1,479
@t Total 15,948 8,173

BLE-TTAF+_A=1t—BLFE A%H
ZEXBRRETERENPEARKME ([F
BDREREREE IHHBBZEK -

RER DI

FEEFECREHNFIEZLHEABERA -

EEERETRERE -

&
KERARBERNFEZHRES NP HHREK
FifEE23 ©

BE&E

SECBATEESYFRHANMBERRMES -

For the year ended 31 December 2005, substantially all the
turnover and revenue of the Group were attributable to the sales
of hardware and software and transaction levies in the People’s
Republic of China (the “PRC”).

RESULTS AND APPROPRIATIONS
The results of the Group for the Year are set out in the
consolidated profit and loss account on page 30.

The directors do not recommend the payment of a dividend.

RESERVES
Movements in the reserves of the Group and the Company during
the year are set out in Note 23 to the financial statements.

FIXED ASSETS
Details of the movements in fixed assets of the Group are set
out in Note 13 to the financial statements.

Annual Report 2005 # #&
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REPORT OF THE DIRECTORS

SHARE CAPITAL
Details of the movements in share capital of the Company are
set out in Note 22 to the financial statements.

DISTRIBUTABLE RESERVES
As at 31 December 2005, the Company has no reserve (2004:
Nil) available for distribution to its shareholders.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s
Articles of Association and there was no restriction against such
rights under the laws of the Cayman Islands.

FINANCIAL SUMMARY
A summary of the results and of the assets and liabilities of the
Group for the last five financial years is set out on page 89.

PURCHASE, SALE OR REDEMPTION OF SHARES

The Company has not redeemed any of its shares during the
year. Neither the Company nor any of its subsidiaries has
purchased or sold any of the Company’s shares during the year.

CONVERTIBLE NOTES

The Company issued a convertible note of HK$10,000,000
(equivalent to RMB10,611,000) to an independent third party
(the “Subscriber”) on 30 November 2002. The convertible note
is convertible into 4,000,000 shares of the Company at an initial
conversion price of HK$2.50 per share (subject to adjustment).
The Subscriber also has an option to subscribe for a second
convertible note of HK$10,000,000 at an initial conversion price
of HK$3.00 per share within 6 months after 18 November 2002,
the date of subscription agreement. The Subscriber has not
exercised its option to subscribe for the second convertible
note as at 18 May 2003.

The maturity date for each convertible note is the second
anniversary date of its issue. The conversion rights could be
exercised by the convertible note-holders after a period of 12
months from the respective dates of issue of the convertible
notes and each conversion shall be in the integral multiples of
HK$2,000,000.
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REPORT OF THE DIRECTORS

The interest of the convertible note is at a rate per annum equal
to one per cent over the prime lending rate for Hong Kong
Dollars as quoted by The Hongkong and Shanghai Banking
Corporation Limited to its customers on the last business day of
the relevant interest period on the principle amount of the note
outstanding.

On 18 November 2004, the Group entered into an agreement
with the convertible note-holders to redeem note principal and
accrued interest of approximately HK$5,300,000.

During this year, the Company has repaid a total of HK$500,000.
The outstanding principal is approximately HK$4,700,000.

SHARE OPTIONS

Pursuant to the share option scheme of the Company adopted
on 19 November 2001 (the “Share Option Scheme”), the
Company may grant options to the participants of the Share
Option Scheme to subscribe for shares of the Company. The
participants include any employees (including directors) and
certain consultants, suppliers or customers of the Group who,
in the sole discretion of the board of directors or a duly
authorised committee thereof (the “Board”), have contributed to
the Group.

The overall limit on the number of shares which may be issued
upon exercise of all options to be granted and yet to be
exercised under the Share Option Scheme and other share option
schemes must not, in aggregate, exceed 30% of the shares in
issue from time to time (“Scheme Limit”).

Any option granted under the Share Option Scheme may be
exercised at any time during a period which shall not be more
than ten years after the date on which the option is granted.

The subscription price will be determined by the Board and will
not be less than the highest of (i) the closing price of the shares
quoted on the Growth Enterprise Market (“GEM”) on the grant
date, (ii) the average closing price of the shares quoted on the
GEM for the five business days immediately preceding the grant
date and (iii) the nominal value of the shares on the date of
grant.

Annual Report 2005 # #&
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Details of the share options outstanding as at 31 December
2005 which have been granted under the scheme are as follows:

gt & ik
it k3 TZR  GEHE fiEHA
-f-R ERRE ERGE FAXY  =t-A OEE  ELAE  GEEE  GEHE QARE
Closing
price of
At3 the
December Company's
Granted Exercise  Lapsed 2005 share before
At1January  during  during  during during  Exercise Grant Exercisable Exercisable date
2005 the year the year the year the year price date date until  of grant
g2 Directors 3,700,000 - - - 3,700,000 E%2.35m  31/05/2002 31/05/2002  30/05/2007 A 2.357
HK$2.35 HK$2.35
ET Employee 12,200,000 - - 1500000 10,700,000 E%2.357 31/05/2002 31/05/2002 30/05/2007 #2357
HK$2.35 HK$2.35
AL Others 13,200,000 - - - 13,200,000 E%2.35m 31/05/2002 31/05/2002  30/05/2007 A 2.357
HK$2.35 HK$2.35
EftAL Others 3,000,000 - - - 3000000 %2037 16/08/2002 16/08/2002 15/08/2007 %2037
HK$2.03 HK$2.03
32,100,000 - - 1,500,000 30,600,000

AEREAAEREL RITERLER -

MRETEZ AR RN — LR E BT e
T EFR AT R A S ERE TR
EMRHNBREEBRLTRE  REZBRE
PR -LEREEY BRRITEZEBRER

WHBE  EREBRTAERAR  BRTEE
ABEAREHEITEZABRE - ENBEAEN
BREEANZRBENAERBRETRETRE
ZEABRECANAMBAE ESAABREEE
EERARLZUMANEE L ERAEERIEXR
HORME R R - Bt EERREABERE
BEERZFEELERT  $EEEIRER
o

7z
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None of the above options were exercised or repurchased during
the year.

The directors consider that it is not appropriate to state the
value of all the share options that were granted during the year
under the new share options scheme given that the variable
which are critical for the calculation of the value of such share
options cannot be determined. The variables which are critical
for the determination of the value of such share options included,
the subscription price for the shares upon the exercise of the
subscription rights attaching to the share options which may be
adjusted under certain circumstances and whether or not such
share options will be exercised by the grantees. In view of the
length of the option period and the possibility that the
subscription price and the number of shares that may be
subscribed thereunder may be adjusted prior to the exercise of
the subscription rights attaching to such share options, the
Directors are of the view that the value of the share options
depends on a number of variables which are either difficult to
ascertain or can only be ascertained subject to a number of
theoretical basis and speculative assumptions. Accordingly, the
Directors believe that any calculation of the value of the options
will not be meaningful and may be misleading to shareholders
in the circumstances.
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REPORT OF THE DIRECTORS

DIRECTORS
The directors during the year were:

Executive Directors:

Mr. Chin Ying Hoi (Chairman)

Mr. Yang Guo Wei (Chief Executive officer)
Mr. Liu De Fu (resigned on 1 February 2006)
Mr. Li Sui Yang

Independent Non-executive Directors:
Mr. Qu Xiao Guo

Mr. Zhang Xiao Jing

Ms. Tung Fong

In accordance with the Company’s Articles of Association, one-
third of directors will retire by rotation and, being eligible, offer
themselves for re-election at the forthcoming Annual General
Meeting.

DIRECTORS’ SERVICE CONTRACTS

None of the directors who are proposed for re-election at the
forthcoming annual general meeting has a service contract with
the Company which is not determinable within one year without
payment of compensation, other than statutory compensation.

DIRECTORS’ AND CONTROLLING SHAREHOLDERS’
INTERESTS IN CONTRACTS

Save for the related party transactions set out in Note 27 to the
financial statements, no contracts of significance in relation to
the Group’s business to which the Company or its fellow
subsidiaries was a party and in which a director, controlling
shareholder or management staff of the Company had a material
interest, whether directly or indirectly, subsisted at the end of
the year or at any time during the year.

BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR
MANAGEMENT

Brief biographical details of directors and senior management
are set out on pages 13.

Annual Report 2005 # #&
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REPORT OF THE DIRECTORS

DISCLOSURE OF DIRECTORS’ INTERESTS

As at 31 December 2005, the interest of the Directors and the
chief executive of the Company in the shares and underlying
shares of the Company or any of its associated corporations
(within the meaning of Part XV of the Securities and Futures
Ordinance (“SFQ”)) which were notified to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests or short positions which they are
taken or deemed to have under such provisions of the SFO)
and required to be entered in the register maintained by the
Company pursuant to Section 352 of the SFO or which were
notified to the Company and the Stock Exchange pursuant to
Rules 5.40 of the GEM Listing Rules relating to securities
transactions by Directors, were as follows:

BROREERDFEBEHE Aggregate long positions in shares and underlying shares

HEBMH
B3 A R4 E R AR FEER NAER Bat
Aggregate
Personal Family Corporate  percentage of
Director Name of company  Class of shares interests interests interests  long position
gEREEE ARA L@k  2,000,0008 1% - 286,800,0008% 72.2%
LRk AER R - HERE (M3E3)

BREHITRN BIRHT1.7%

20.5% (fiizE1) (M52)
Mr. Chin Ying Hoi The Company ordinary 2,000,000 - 286,800,000 72.2%
underlying shares shares (Note 3)

o

Bl
33

=

BRE Union Perfect
International

Limited

o

Union Perfect
International
Limited

Mr. Chin Ying Hoi

a1 WHARAREFHIGLE—HBRERYS
kziBERG -ZEoL R _EERF T
—A=+—HE%77.2400,000,000/% % 15
FTE o

Mexo: ZERMNEBHERELEEEF100%2
Union Perfect International Limited Ff#%
5o

WiE3: BR-_ZETRF+_A=+—HE#HTTZ

400,000,000/% f& 3 5t & -

Annual Report 2005 # #&

ordinary

representing 0.5%
of the shares
then in issue (Note1)

representing 71.7%
of the shares then
issued (Note 2)

& @ 105 B REE - -

1.00% T2 EBK -
EEREEST
13 100%
105 shares - -
of US$1.00 each
representing 100%
of the shares then
in issue
Note 1: These are the underlying shares of the Company in respect
of which an option was granted to Mr. Chin Ying Hoi (details
of which are set out below). The percentage was calculated
on the basis of 400,000,000 shares in issue as at 31 December
2005.
Note 2: These shares were held through Union Perfect International
Limited, which is beneficially owned as to 100% by Mr. Chin
Ying Hoi.

Note 3: Based on 400,000,000 shares in issue on 31 December 2005.
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REPORT OF THE DIRECTORS

AGGREGATE LONG POSITIONS IN UNDERLYING SHARES
Unlisted physically settled equity derivatives

Pursuant to the Company’s Share Option Scheme adopted by
the Company on 19 November 2001, the following directors of
the Company have personal interests in options to subscribe for
ordinary shares in the Company of HK$0.05 each which have
been granted to them for a consideration of HK$1 as follows:

R-ZTIF

BEHR +=ZA=t+-—H

EHEER REBRE

IR 4 &9 58 s R AT 6E 2

BEEps BEAH B (M) BRROTEE RBEE

Outstanding

number

Date of grant of share

and the vesting Vesting under option

period of vested percentage Exercise price as at 31

Name of Director options (Note) per share December 2005

ELEY S o ZET-FRA=1+—H 75% A 2.357T 2,000,000
Mr. Chin Ying Hoi 31 May 2002 HK$2.35

AEELLE —ET-_FRA=1+—H 75% 7 1£2.357T 700,000
Mr. Liu De Fu 31 May 2002 HK$2.35

FREFTE —TE-FRA=+—H 75% A 12.357T 1,000,000
Mr. Li Sui Yang 31 May 2002 HK$2.35

3,700,000

Bt - SEEREERLBE  SEFHABTIT  Note: All options are exercisable to the extent of an additional 25

#%25% REHEBORILFANAZEIT
- ZEBREAERE AR EFASR
e

HIE-_TTZRF+_A=+—8 R EZBEk#
WE|EITE - BHHAFE -

BRANHEEIN RAREEFREEAR K2
A HEMMB ARSI ERARL ERTEMNR
B S ARRZESAEBEARARAZRMN K
BEHEs (BREESR) MER -

per cent at the beginning of every full year after the offer of
the grant and they are exercisable in full until the forth year
after the offer of the grant. All options have a duration of 5
year from the date on which the offer of grant was made.

None of the above options were exercised, cancelled or lapsed
during the year ended 31 December 2005.

Save as disclosed herein, at no time during the period was the
Company, its subsidiaries or holding company a party to any
arrangements to enable any of the Company’s directors to
acquire benefits by means of the acquisition of shares in, or
debt securities (including debentures) of the Company.
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AGGREGATE SHORT POSITIONS IN UNDERLYING SHARES
Unlisted physically settled equity derivatives

DREE REBROHUAE

Number of shares in short position

LUy

Mr. Chin Ying Hoi

Ma: LEXEBRODELAAMBELZ
35,000,0007 B Rx# (Ff R EX TE & H B K
] —&f) LA R AN B ek 17,2 % % 10,000,000
SRR ERE NAR S RBEETREE

2.507T H.# 2 4,000,000/ i& 5 °

BRANFHREEIN  BIEESRFETHRAEL
FEBMEATHEBRIEE S RPAERIEI52(5
BT EF 2 AMIABIEEIF R LR AIE5.401§
AMEARRA R ARALBE AR (E
ERBHRBEGRD KRG - HEARORES 2
BmgoKE -

IZRRRADFRS - HERG 2EHZR
KRR

PN 39,000,000 i 17 - 15 &
BEETRM 29.75% (M)
39,000,000 shares representing
9.75% of shares then issued. (Note)

The Company

Note: These shares in short position were represented by 35,000,000
options granted by the Company, with details shown in the
section of “Share Option Granted “ above and 4,000,000 shares
which are convertible at an initial conversion price of HK$2.50
per share under a HK$10,000,000 convertible note issued by

the Company.

Save as disclosed herein, none of the directors and chief
executives or their associates has any interests or short positions
in any shares, underlying shares and debentures of the Company
or any associated corporations (within the meaning of the SFO)
as recorded in the register to be kept under section 352 of the
SFO or as otherwise notified to the Company and the Stock
Exchange pursuant to Rule 5.40 of the GEM Listing Rules.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING SHARES OF THE
COMPANY

RZZERF+-A=+—H BEFEHNLHHE Asat 31 December 2005, the following substantial shareholder
P £ 33615 E MR ZMERTER » N5  and person (other than a director or chief executive of the
FERERAL(TBREEFHARAFEZI T Company) who have interests or short positions in the shares
AB)BERRBIROIRR 2 B ¢ and underlying shares as recorded in the register required to
be kept by the Company pursuant to Section 336 of the SFO:
BOEARMALE Aggregate long positions in shares
BRRERE FERE BERESL
Number of Percentage of
Name of Shareholder shares held shareholding
Union Perfect International Limited 286,800,000 71.7%
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HERO RS BB Aggregate short position in underlying shares
L HEMTUEAFETA Unlisted physically settled equity derivatives
BRERERB NCEE: KREBROBAE
Number of shares
Name of shareholder Name of Company in short position
Union Perfect International Limited AN 39,000,000/% - HE N E K
BT 29.75% (FiI&E)
Union Perfect International Limited The Company 39,000,000 shares representing

MaF: LSEXAEERODELAAMBLZ
35,000,000f0 EE AR (5F R EX[E & HE K
] —8) AR AR A B FT 17 2 4 110,000,000
TARRERBE T RNLRRETRES
2.507T Ji 4 2 4,000,0008% & 17 °

BRALWEN  AEEMAS(TEERESTHA
RAEBITHAR) REBRREABARARE
78 75 N B 16 55 33615 R BB T RC 8% 2 (E A Bk
DEERRD 2 BEIARE -

EEMLY
AEER ARAUERBEXGREIMNEER
BZERLITRIERTXFERERMML -

IREFRHER
SE TEHERREPERERFEZRER
HEBEA LM

KRB

—BRAHER

-~ hfusAEERAE
HER

—BRAEP

-~ hfuZAEF AR

9.75% of shares then issued. (Note)

Note: These shares in short position were represented by 35,000,000
options granted by the Company, with details shown in the
section of “Share option granted” above and 4,000,000 shares
which are convertible at an initial conversion price of HK$2.50
per share under a HK$10,000,000 convertible note issued by
the Company.

Save as disclosed herein, no other person (other than a director
or chief executive of the Company) and substantial shareholder
has an interest or a short position in the shares and underlying
shares as recorded in the register required to be kept by the
Company pursuant to section 336 of the SFO.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of
the whole or any substantial part of the business of the Company
were entered into or existed during the year.

MAJOR CUSTOMERS AND SUPPLIERS
The percentages of purchases and sales for the year attributable
to the Group’s major suppliers and customers are as follows:

Purchases
— the largest supplier 69%
— five largest suppliers combined 83%
Sales
- the largest customer 38%
— five largest customers combined 91%

Annual Report 2005 # #&
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As at 31 December 2005, a director of the Company had interests
in the following customers of the Group:

BE= BF BEEED
Director Name of customers Interests held
HigEsE BERBEFEERZGARAA 20%
Mr. Chin Ying Hoi Weihai TianChuang Electronic System Co., Ltd.
HIgEsE EEEm(EE)BRAA 64%
Mr. Chin Ying Hoi Huapu Supermarket (Wuhan) Co., Ltd.
LLES=S s BOELYRAEEREARRAA 20%
Mr. Chin Ying Hoi Haikou Huapu Lide Parking Management Co., Ltd.
HIigEsE EREZERAEEREBARAA 80%
Mr. Chin Ying Hoi Beijing Huapu Roadside Parking Facilities Construction

and Mangement Co., Ltd.
HRgRE FERETHERRBRAGERAR QA 40%

Mr. Chin Ying Hoi

Shanghai Bai Yu Lan Intelligent Transportation System

Management Co., Ltd.

BRA EWBEASN  ARRNES - WEZBEA
THMEMER  BERESAIEEARTEN Z
TR ERAEE 2 BREBRARBNZARLR
EPh&EARLELHERPHEAEMRRZE

BB S
AEBRBIE-_ZTAE+_A=+—AILF
EHTZERAEBBMALR S BIRESEHRS
RGMAERARBIERES LTRR (AR E
MR EXEHEZZE) - DERUBHRERW
o7

Annual Report 2005 # #&

Other than those disclosed above, none of the directors, their
associates, or any shareholders, which to the knowledge of the
director owns more than 5% of the Company’s share capital,
had an interest in the Company’s five largest customers and
five largest suppliers.

CONNECTED TRANSACTIONS

The significant related party transactions entered by the Group
during the year ended 31 December 2005, which constitute
connected transactions under the Rules Governing the Listing
of Securities on the Growth Enterprise Market of the Stock
Exchange of Hong Kong Limited (the “GEM Listing Rules”), are
disclosed in Note 27 to the financial statements.
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REPORT OF THE DIRECTORS

CORPORATE GOVERNANCE REPORT

Corporate Governance Practices

The Company has complied with the board practice and
procedures as set out in Rules 5.34 and 5.45 of the GEM Listing
Rule throughout the year ended 31 December 2005.

Directors’ Securities Transactions

The Company has adopted a code of conduct regarding
securities transactions by directors on terms no less exacting
than the required standard of dealings set out in Rules 5.46 to
5.67 of the GEM Listing Rules. Having made specific enquiry of
all directors, all directors confirmed they have complied with
the required standard of dealings and the code of conduct
regarding securities transactions by directors adopted by the
Company throughout the year ended 31 December 2005.

Independent Non-executive Directors

The Company confirmed that annual confirmations of
independence were received from each of the Company’s
independent non-executive directors pursuant to Rule 5.09 of
the GEM Listing Rules and all independent non-executive
directors are considered to be independent.

Audit Committee

The audit committee comprises three independent non-executive
directors, Mr. Qu Xiao Guo, Mr. Zhang Xiao Jing, Ms. Tung Fong.
During the year, the audit committee held four meetings. The
primary duties of the audit committee are to review and supervise
the financial reporting process and internal control system of
the Group.

Role of Chairman and Chief Executive Officer

Mr. Yang Guo Wei (“Chief Executive Officer”) being one of the
executive Directors, is the CEO of the Company. There is
segregation of duties between the Chairman’s responsibility for
leadership and management of the Board and the Company’s
strategy, and the CEOQO’s responsibility to implement the
Company’s strategy.

The Chairman of the Board is responsible for leading the Board
of Directors in establishing corporation directions and monitoring
the implementation of the corporate strategies and plans for the
long term development of the Group and to create value for
shareholders.

The CEO is responsible for managing the operation of the
Group’s businesses, proposing strategies to the Board, preparing
plans and forecast and the implementation of plans and policies
adopted by the Board.

Remuneration Committee

The Remuneration Committee was set up to review the
remuneration policies and approved the salary and bonus of
the executive Directors and certain key executives, reviewed

Annual Report 2005 # #&



EEEWE

BZHMBRRRELRLBRE - FHEE SR
_%ﬁiifﬂf"fﬁ%iﬁﬁk Eﬂﬁlf‘ﬁi( &)

BREEREFZL -AmRZESRIKT - B
Jttﬁ/\f77£¢1ﬂ$ﬁ;‘u§ FMEZEEKE
BRBIUFNTES UERTEEF2HAHE

ZK%?FE@HE/‘]D‘ m

EEHS RENERN SRR T 10RE - B
B 8 5 4 B O 0 B 7 B 7528 2 202
BE -

ERBEAER

RESMNERAR([RRE])  HEE - 8 Tk
ENE (FRAIERETHRAUEB/ZHFAZ)R =
THFE+ZA=1+—BHEARQAF]A13,200,000%
BOBEEREREEHNRETEUAIAIREZF
AR_ZEZE_FNAF+ABEENA K
3,000,000 LA GRS B 2. 03T RE AN Bl F IR mE
BEB0.0570 2 BB HE -

EREEE

ARBE2REBGIMASE L 2 [KILER

ZBg#E5ll %%‘J&%ZM\Jﬁﬂﬁ&y,\@Z%%
FEEZBEREE -

ZEENEEEAEEANERETESES
RAGZHMcBMNEERR  EREZBEENA
BEma AR AR BEZTIE - ARARER
) &Eﬂﬁ—ﬂi@ﬁ’]x&aw;z% =Bk
NTEFHRBREEE  RERLERES LA
EJZC’%TW;?E@E%&VF%lEmé TTRF
TZA=t—HLEZEERMBRE -

EENBEMEB 2 ER

ARBZEEREEERR (EERAERES

iﬁ%ﬁﬁu)ﬁ)ﬁﬂﬁﬁﬁﬂiﬁi$%@¥ﬁ%%ﬁiﬁﬁ$
EBRBF 2R R -

BB

ARBERBEREEFEIITER

EFEEARK
EELEBEARARAT
LLEA S
TR
FEER

—EER
— ==

RFE=AZ+/R

Annual Report 2005 # #&

REPORT OF THE DIRECTORS

the remuneration policy of the Group and approved the granting
of options. The remuneration committee comprises of the three
independent non-executive Directors, namely, Mr. Qu Xiao Guo
(Chairman), Mr. Zhang Xiao Jing and Ms. Tung Fong. No meeting
was held in 2005 as the Committee has just been set up. All
Committee members are independent non-executive directors.
No executive Director takes part in any discussion about his
own remuneration.

Directors’ emoluments and retirement benefits are disclosed in
note 12 to the financial statements. Details of the share option
schemes and the granting of options are disclosed in note 22 to
the financial statements.

Ex-Sponsor’s Interest

As at 31 December 2005, Oriental Patron Asia Limited (“Oriental
Patron”), its directors, employees or associates (as referred in
note 3 of Rule 6.35 of the GEM Listing Rules) are interested in
13,200,000 shares of the Company and outstanding options
granted on 16 August 2002 at consideration. The holders of the
options are entitled to subscribe for 3,000,000 shares of the
Company of HK$0.05 each at an exercise price of HK$2.03 per
share.

Audit Committee
An Audit Committee was established with written terms of
reference in compliance with the requirements as set out in the
GEM Listing Rules.

The primary duties of the audit committee are to review and
provide supervision over the financial reporting process and
internal control system of the Group. The audit committee
comprises three independent non-executive directors, Mr. Qu
Xiao Guo, Mr. Zhang Xiao Jing and Ms. Tung Fong. The Group’s
audited financial statement for the year ended 31 December
2005 have been reviewed by the audit committee.

Competing Interests

None of the directors or the management shareholders of the
Company (as defined in the GEM Listing Rules) had an interest
in a business, which competes or may compete with the business
of the Group, or has any other conflict of interests with the
Group.

Auditor
These accounts have been audited by Messrs RSM Nelson
Wheeler.

By Order of the Board

Jian ePayment Systems Limited
Chin Ying Hoi

Chairman

Beijing, the PRC, 28 March 2006
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AUDITORS’ REPORT

To the Shareholders of
JIAN ePAYMENT SYSTEMS LIMITED
(Incorporated in the Cayman Islands with limited liability)

We have audited the financial statements on pages 30 to 90
which have been prepared in accordance with accounting
principles generally accepted in Hong Kong.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND
AUDITORS

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

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

BASIS OF OPINION

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

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

FUNDAMENTAL UNCERTAINTY RELATING TO THE GOING
CONCERN BASIS

In forming our opinion, we have considered the adequacy of
the disclosures made in Note 2(a) to the financial statements
concerning the adoption of the going concern basis in preparing
the financial statements. As more fully explained in Note 2(a) to
the financial statements, the financial statements have been
prepared on a going concern basis, the validity of which
depends upon the ability of the Group to raise new funds to
finance its current operation and to attain profitable and positive
cash flow operations. The financial statements do not include
any adjustments that would result from a failure to raise new
funds and to attain profitable and positive cash flow operations
by the Group.

We consider that appropriate disclosures have been made but
the inherent uncertainties surrounding the circumstances under
which the Group might successfully continue to adopt the going
concern basis are so extreme that we have disclaimed our
opinion.

DISCLAIMER OF OPINION

Due to the significance of the fundamental uncertainty relating
to the going concern basis, we are unable to form an opinion as
to whether the financial statements give a true and fair view of
the state of the affairs of the Company and the Group as at 31
December 2005 or of the result and cash flows of the Group for
the year then ended. In all other respects, in our opinion the
financial statements have been properly prepared in accordance
with the disclosure requirements of the Hong Kong Companies
Ordinance.

RSM Nelson Wheeler
Certified Public Accountants
Hong Kong

Hong Kong, 28 March 2006
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CONSOLIDATED PROFIT AND LOSS

ACCOUNT

FOR THE YEAR ENDED 31 DECEMBER 2005

—ETHF —ETWF
2005 2004
[ & AR¥ T AR®FIT
Note RMB’000 RMB’000
=S Turnover 5 15,948 8,173
88 B A AR Cost of sales (6,469) (3,996)
E A Gross profit 9,479 4177
HAth 7 2 Other revenue 5 11,974 3,344
2 SHBCR Distribution costs (1,520) (1,083)
THHX Administrative expenses (18,148) (41,417)
mE RN, (B18) Profit/(loss) from
operations 1,785 (34,979)
BHER Finance costs (376) (622)
BRBATER, (BE) Profit/(loss) before
taxation 1,409 (85,601)
T8 Taxation 8 (126) -
KEERARBRREM  Profit/(loss) for
B (EE) the year
attributable to
shareholders of
the Company 9 1,283 (85,601)
5] Dividend 10 - -
BREREF(EEB) Basic earnings/(loss)
per share 11 RMB0.003 (RMBO0.089)
BR&EHEH(ER) Diluted earnings/(loss)
per share 11 N/A N/A

RB6EEIE 2 B MARMERAM BHRE N —

oKk

e

=)

financial statements.

The notes on pages 36 to 90 form an integral part of these
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BrEe EE B 3k CONSOLIDATED BALANCE SHEET
HR-m=Rg+=—HA=+—8 At 31 DECEMBER 2005
—ZEZERF —ZETF
2005 2004
o3 AR%TT ARE T
Note RMB’000 RMB’000
ERBEE Non-current assets
EEEE Fixed assets 13 2,682 8,130
REBEE Current assets
BE Inventories 15 199 412
B 5 & H Uk 5k Trade and other receivables 16 9,187 5,981
JE U — ) B Bk 1 A Due from a related company 27 20 20
HiRsEE Other current assets 17 371 238
BITHEHRER S Bank and cash balances 5,305 6,428
15,082 13,079
RBEE Current liabilities
B 5 & H AR R Trade and other payables 18 13,937 17,466
JE — R & & Due to a related company 27 10 509
JE S B AR PR RR A 7] Due to the ultimate holding
company 27 - 1,099
T8 U BR 7% Deposits from customers 805 1,028
R —fES Due to a director 20 6,314 -
A ES Convertible notes 19 4,912 5,306
25,978 25,408
RBAEEFH Net current liabilities (10,896) (12,329)
(8,214) (4,199)
EXRGEE Capital and reserves
% 2 Share capital 22 21,208 21,208
L Reserves 23 (29,422) (30,712)
48R Total equity (8,214) (9,504)
FkRBEE Non-current liabilities
Rt —(EE Due to a director - 5,305
(8,214) (4,199)
BEeN _TTANF=-A-_t/N\Bi#tE Approved by the Board of Directors on 28 March 2006
HEE BE#
Chin Ying Hoi Yang Guo Wei
EE EE
Director Director
MICEZEIE B RERM T AARIFHRERA—  The notes on pages 36 to 90 form an integral part of these

ok

e financial statements.

i)
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BALANCE SHEET

Al 31 DECEMBER 2005

—EERF —EENF
2005 2004
o3 AR%TT ARET T
Note RMB’000 RMB’000
ERBEE Non-current assets
RFREIZEE Investments in subsidiaries 14 1,490 4,992
REBEE Current assets
B 5 N H U R Trade and other receivables 16 52 139
RITHEHBRES Bank and cash balances 13 14
65 153
REBEE Current liabilities
BH5REMEMNR Trade and other payables 18 4,024 4,038
JEN—fES Due to a director 20 5,205 -
]k ES Convertible notes 19 4,912 5,306
14,141 9,344
RBEEEE Net current liabilities (14,076) (9,191)
(12,586) (4,199)
EXRGHE Capital and reserves
[i& 7 Share capital 22 21,208 21,208
B Reserves 23 (33,794) (30,712)
48R Total equity (12,586) (9,504)
FRBEE Non-current liabilities
ER—UES Due to a director - 5,305
(12,586) (4,199)

BF

s

RB6EEI0E 2 M B IMAMERAMFHRE N —

okk

e

=)

RZZTEER

=AZt+NB#AE

LU
Chin Ying Hoi
EE

Director

financial statements.

HE#
Yang Guo Wei

EF

Director

Approved by the Board of Directors on 28 March 2006

The notes on pages 36 to 90 form an integral part of these
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IrE ER S T R CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY
BE—_=ZARESF+-HA=Z+—BLEEFEE For the year ended 31 DECEMBER 2005
—B2RF —ZETMF
2005 2004
1 &t AR® T AR FT
Note RMB’000 RMB’000
R—R—RAz@E= Total equity as at 1 January (9,504) 26,095
ANIEREHR Net gain/(loss) not recognised
Wz, (B18) F58 in the profit and loss account
BREBINTE R A Exchange differences arising on
B mR CENEE translation of the financial
statements of foreign
subsidiaries 23 7 2
(9,497) 26,097
BREGEH,(EEB) Profit/(loss) attributable to
shareholders 23 1,283 (85,601)
R+—_A=+—H2 Total equity as at 31 December
R (8,214) (9,504)

MICEZEE Y HHRERM T AARIFHRELN—  The notes on pages 36 to 90 form an integral part of these
Hin o financial statements.
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HEh &R

CONSOLIDATED CASH FLOW
STATEMENT

For the year ended 31 DECEMBER 2005

—EERF ZETMF
2005 2004
AR® T ARMFT
RMB’000 RMB’000
EEBHZHEIR CASH FLOW FROM
OPERATING ACTIVITIES
BREATRF, (EI8) Profit/(loss) before taxation 1,409 (35,601)
I Adjustment for:
e Depreciation 3,604 9,612
BTEERERBE Impairment loss on fixed assets - 20,435
ey ! Fixed assets written off 1,886 -
B WA Interest income (141) (7)
FES — R A A Waiver of amount due to a
big= related company (20) -
B 5 RH A EWFORE Reversal of impairment loss on
i pal trade and other receivables (2,817) -
B 5 N H WO E Impairment loss on trade and
518 i IR 8 other receivables and bad debts
written off 1,639 2,413
FER Reversal of impairment loss
Hfth i 8) & & on inventories and other
VBB 180 [l current assets (2,581) (1,812)
1+ & 35 Inventories written off 315 -
JE 1T BR SR 88 R pE At Write-off of accounts payable
SRIE I E A BT K and overprovision of accruals
BERERD and other payables written back (5,588) -
HERBRTEEBIE Loss on disposal of fixed assets 5 -
MEFXZ Interest expenses 376 622
HEEEHR Operating loss before changes in
g EIE working capital (1,913) (4,338)
JiE "5 — FE A B R B ORL Decrease in due from a related
company - 371
Himsh & ER D Decrease in other current assets 1,804 -
JE T — A B B 2 A (Decrease)/increase in due to
CRLA) /& a related company (479) 509
T8 U5 B OB Decrease in deposit from customers (223) (378)
EER Decrease in inventories 542 2,155
B 5 I H i WK E N Increase in trade and other receivables (2,023) (3,801)
B 5 R HAMEN R Increase/(decrease) in trade and
g,/ Chd) other payables 2,059 (4,758)
ARgERgzHie Cash used in operations (233) (10,240)
ERFHE Interest paid (376) (622)
EHTIE Tax paid (126) -
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HFERETME R CONSOLIDATED CASH FLOW

STATEMENT

BE_—_E=ETARAF+-—A=+—B8LFE For the year ended 31 DECEMBER 2005

—B2RF —ZETMEF
2005 2004
AR® T AR FIT
RMB’000 RMB’000
AL g zcRe Net cash used in operating
F R activities (735) (10,862)
RERETBHZ2ESLK  CASH FLOW FROM INVESTING
ACTIVITIES
BEERTEE Purchases of fixed assets (141) (21)
HEBTEEMSRE Proceeds from sales of fixed
assets 96 -
—EANEZEEBER Decrease in time deposits with original
2D maturity of more than 3 months - 5,300
Ui B A1 B, Interest received 141 7
REREEHZHE Net cash generated from investing
F R activities 96 5,286
REMETHZ2ESLAK  CASH FLOW FROM FINANCING
ACTIVITIES
EBELHERN Repayment of convertible notes (394) (5,305)
JEfF— I EE1E Increase in due to a director 1,009 5,305
JEHEE—W?“ I /NG] (Decrease)/increase in due to the
HIBz CRD) /18 m ultimate holding company (1,099) 281
(AR) /RARMEESE  Net cash (used in)/generated from
ZE2FHE financing activities (484) 281
BeRBEeZEEY NET DECREASE IN CASH AND CASH
BREZRDFRE EQUIVALENT (1,123) (5,295)
—A—BzBEEK CASH AND CASH EQUIVALENTS
REeSEYHRE AT 1 JANUARY 6,428 11,721
EHEE Effect of foreign exchange difference - 2
+=—H=+—-HZ%B%&  CASH AND CASH EQUIVALENTS
KRS EUHRE AT 31 DECEMBER
WITRBReHET Bank and cash balances 5,305 6,428
MB6EZEIE v M MR ARMBIREN—  The notes on pages 36 to 90 form an integral part of these
E‘Mﬁ ° financial statements.

Annual Report 2005 # #&



B 35 #R 3R MY &

=

EoEFERF+T-A=+T—HILEHFE

—REH
ARBIRBRERESHEARERHERST
MLz ETRE - RRRREHRBRNE
RAB - EROREBERAX M BARAA
BIZERE™ - KRB NERREZRARE
E BT RAftFE—RBEREETRNRER
AEREEENEERG (EEERAR]) Z
FZEEE  URERBREANRERS
i

XA R)FE R 9% E & 2 # 4k A Century Yard,
Cricket Square, Hutchins Drive, P.O. Box
2681 GT, George Town, Grand Cayman,
British West Indies °

MEBERRNERER

(a) RZTETERFF+-A=+—RH  £5H
ZnBBEFELAARK 10,896,000
T ERBEER_EERF+_A=1
—AE BBz TRRESFENTRARE
4,912,0007C (HH5E19) » BN - KREH
R-ZZBEENE=A-+ZBFTTHUA
R # 28,200,000 3 & S IARHE — B+
BIAR70%EmMRE HER =TT
RFENAZ+—HITUHERGZE BT
FiBE S N E AR 24,000,000 EHK
B2 ATI60%EZ - R BEEAFXN
(Mf3E25a) °

BEFELABER  ARRAEFERNN
TREA  DERAFELEEEREYT
WK ARARFEZRE AKEDH
AHZBREPETENETIRELH
RAEENBNENLEERETKE
RER - MEBKAEAEENEE
RERBREREMNR °

R ARBERAREREEEHE
THRETEBEREBERR  ARAES
BHTABKERARERITEBES
MER -

NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 31 DECEMBER 2005

GENERAL

The Company is a public listed company incorporated in
the Cayman lIslands as an exempted company with limited
liability under the Companies Law of the Cayman Islands
and its shares are listed on the Growth Enterprise Market
of The Stock Exchange of Hong Kong Limited. The Company
acts as an investment holding company. Its subsidiaries
were engaged in the development and operation of a back
end electronic receipt/payment and data recording and
processing software system (“Jian ePayment System”) and
manufacturing and distribution of the associated commercial
applications.

The address of its registered office is Century Yard, Cricket
Square, Hutchins Drive, P.O. Box 2681 GT, George Town,
Grand Cayman, British West Indies.

BASIS OF PREPARATION OF FINANCIAL STATEMENTS

(a) As at 31 December 2005, the Group had net current
liabilities of RMB10,896,000 including convertible notes
payable of RMB4,912,000 which was overdue for
payment as at 31 December 2005 (Note 19). In
addition, the Group entered into an agreement on 22
March 2004 to subscribe 70% equity interest in a PRC
company by cash contribution of RMB28,200,000.
Subsequently, the Company entered into a
supplementary agreement on 21 September 2005 to
revise the subscription to only 60% equity interest in
the company by cash contribution of RMB24,000,000
which will be due for settlement (Note 25a).

Notwithstanding the above situation, the directors have
prepared the financial statements on a going concern
basis as the directors are confident that the electronic
payment business of the Group in the public
transportation and retails store industries in the PRC
will improve and provide contributions to the Group’s
profitability and cash flows and as a result will improve
the operating results and cash flow position of the
Group in the future.

Moreover, the Company is negotiating with certain
potential investors for new fund raising to the Group’s
operation and the directors expect that new funds will
be raised in the near future to finance the Group’s
current operation.
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2. MBBRNERER (&)

(a)

(%)

ARk b BRER  ARREER
R AEERERHEEESRRER
BRENABBRZEGREEESM
T ARBEZES  KAKE
REALEGAUPHEHRRIBRE

B AR ARG EEAFELCEELEL
EEG ERHBEFLRARUKEE
ZEBERIRESEEY - HAlkELE
ZEE— SR EFERBEAREIER
Eﬁé&%ﬁ“ﬂiﬂ%m@ﬁé&%
& °

RAFE  AEBCDMRRAE LG
fing((EEGMAG]) B2
B2 REETZERMBHREER
(IBEEMBHREEL])  FEGTE
Al (TEA G ER]) kg (A T4
[ EBMBHREREA]) - BB

BEZR-_ZTRF-A—BLHER
Gz Gt HRER - UT AT EARE

B R A DRI 2 BB S S
%8 -

BRESEAFIR HHERRLE]

BRESEHEAZE  RE

BREHERETE RERER

BRESEAFOR SR Gt R
N ZERE

BREHERZEI0N AERBRAKRER

FEQERE12%  FEH

BRI ENF 4 RS

BEGHENZ 16 ETEE

B ElEITR HE

BRI ERE 18R W&

BREERE19% EERA

FEetERE2Y EXRHrYE

BAGHEF 235
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 31 DECEMBER 2005

2. BASIS OF PREPARATION OF FINANCIAL STATEMENTS
(Continued)

(a)

(Continued)

Taking into consideration of the expected outcome of
the above, the directors of the Company are of the
opinion that the Group will have sufficient working
capital and cash resources for its operational and
working capital requirements for the foreseeable future.
Accordingly, the directors of the Company are satisfied
that it is appropriate to prepare the financial statements
on a going concern basis.

Should the Group be unable to continue in business
as a going concern, adjustments would have to be
made to restate the values of assets to their
recoverable amounts, to provide for any further
liabilities which might arise and to reclassify non-
current assets and liabilities as current assets and

liabilities, respectively.

In the current year, the Group had adopted, for the
first time, all of the new and revised Hong Kong
Financial Reporting Standards (“HKFRS”), Hong Kong
Accounting Standards (“HKAS”) and Interpretations
(hereinafter collectively referred to as “new HKFRSs”)
issued by Hong Kong Institute of Certified Public
Accountants (“HKICPA”) that are effective for
accounting periods beginning on or after 1 January
2005. The following new HKFRSs affect the Group and
are adopted for the first time for the current year’s
financial statements:

HKAS 1 Presentation of Financial Statements

HKAS 2 Inventories

HKAS 7 Cash Flow Statements

HKAS 8 Accounting Policies, Changes in
Accounting Estimates and Errors

HKAS 10 Events after the Balance Sheet Date

HKAS 12 Income Taxes

HKAS 14 Segment Reporting

HKAS 16 Property, Plant and Equipment

HKAS 17 Leases

HKAS 18 Revenues

HKAS 19 Employee Benefits

HKAS 21 The Effects of Changes in Foreign
Exchange Rates

HKAS 23 Borrowing Costs
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 31 DECEMBER 2005

2.

BASIS OF PREPARATION OF FINANCIAL STATEMENTS

(Continued)
(b) (Continued)
HKAS 24 Related Party Disclosures
HKAS 27 Consolidated and Separate Financial
Statements
HKAS 32 Financial Instruments: Disclosure and
Presentation
HKAS 33 Earnings per Share
HKAS 36 Impairment of Assets
HKAS 37 Provisions, Contingent Liabilities and
Contingent Assets
HKAS 39 Financial Instruments: Recognition and
Measurement
HKFRS 2 Share-based Payments

The adoption of new or revised HKASs 1, 2, 7, 8, 10,
12, 14, 16, 17, 18, 19, 21, 23, 27, 32, 33, 36, 37 and
39 and HKFRS 2 did not have material impact on the
amounts reported in financial statements for the current
or prior years. Accordingly, no prior year adjustment
was required.

HKAS 24 has expanded the definition of related parties
and affected the Group’s related party disclosures.

HKICPA has issued certain new and revised standards
and interpretations that are not yet effective to the
financial statements. The directors anticipate that the
adoption of these new and revised standards and
interpretations in future periods will have no material
impact on the financial statements of the Group.
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 31 DECEMBER 2005

3. PRINCIPAL ACCOUNTING POLICIES

The financial statements have been prepared under the
historical cost convention.

The financial statements have been prepared in accordance
with accounting principles generally accepted in Hong
Kong, which include HKFRSs issued by the HKICPA and
the applicable disclosure requirements of the Rules
Governing the Listing of Securities on the Growth Enterprise
Market of The Stock Exchange of Hong Kong Limited and
of the Hong Kong Companies Ordinance.

(a) Consolidation
The consolidated financial statements include the
financial statements of the Company and its
subsidiaries made up to 31 December.

Subsidiaries are those entities in which the Company,
directly or indirectly, holds more than half of the issued
share capital or controls more than one half of the
voting power; or controls the composition of the board
of directors. Subsidiaries are considered to be
controlled if the Company has the power, directly or
indirectly, to govern the financial and operating
policies, so as to obtain benefits from their activities.

An investment in a controlled subsidiary is consolidated
into the consolidated financial statements from the date
that control commences until the date that control
ceases.

All significant intercompany transactions and balances
within the Group are eliminated on consolidation.

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

For the year ended 31 DECEMBER 2005

3.

PRINCIPAL ACCOUNTING POLICIES (Continued)

(a)

(b)

Consolidation (continued)

In the Company’s balance sheet, investments in
subsidiaries are stated at cost less provision for
impairment losses, if any. The results of subsidiaries
are accounted for by the Company on the basis of
dividends received and receivable.

Translation of foreign currencies

Functional and presentation currency

ltems included in the financial statements of each of
the companies now comprising the Group are
measured using the currency of the primary economic
environment in which the company operates (the
“functional currency”). The financial statements are
presented in RMB, which is the Company’s functional
and presentation currency.

Transactions and balances

Foreign currency transactions are translated into the
functional currency using the exchange rates prevailing
at the dates of the transaction. Foreign exchange gains
and losses resulting from the settlement of such
transactions and from the translation at year-end
exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognised in
the consolidated profit and loss account.

Group companies

The results and financial position of all the companies
now comprising the Group that have a functional
currency different from the presentation currency as
follows:

(i) assets and liabilities for each balance sheet of
the companies now comprising the Group are
translated at the closing rate at the date of that
balance sheet;

(i) income and expenses for each profit and loss

account of the companies now comprising the

Group are translated at average exchange rates;

and

Annual Report 2005 # #&



B 35 #R 3= MY &

3

3.

=

TEERF+=DA=+—BHBILEFE

TEEHBE (B)

(b)

HEBRE (F)

EEKE A (8B

(i) IBELEZZHER
Z—EDIE -

ERAKREE  REBINERBREFR
MBEREEALEREZEHREZ
EEREMEBTAMEEZERLZ
£ PIABRESDRA - & HEEI
B HEFEEAEZEENEAREER

NERSHERZLBEZ &0 -

BREE
B

BEERBRABHENEE R EEEN

PR F AR Z AR FEEBE °

AEBErRrEL 2 WERESFAET
BE  UBFHERE  REKARZR
APREERIIE - HEEBZREER

A EERAB AEREE -

BT IE K B KA
AR AEREERIESERASE - 58

WERRAEPERRMZATERER
mINEERHE) « AR
TR RARNLESERZEEN
AT E MR E fh 2
Rt KRR PSR 2 AR R
BEE YAERERTEEs F2
HAR B - AR SRR R B A s AR
ZER o AFE LRI 2 FERARE
BERERERAXE EARAXEZ

SERX X EE A

RERImAEN

REXATSEERPFEIREE

Annual Report 2005 # #&

7 HE 2 AR A

NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 31 DECEMBER 2005

3.

PRINCIPAL ACCOUNTING POLICIES (Continued)

(b)

(c)

Translation of foreign currencies (Continued)

Group companies (Continued)

(iii) all resulting exchange differences are recognised
as a separate component of equity.

On consolidation, exchange differences arising from
the translation of the net investment in foreign entities
and of borrowings and other currency instruments
designated as hedges of such investments, are taken
to shareholders’ equity. When a foreign operation is
sold, such exchange differences are recognised in the
consolidated profit and loss account as part of the
gain or loss on sale.

Intangibles

Goodwill

Goodwill represents the excess of the cost of an
acquisition over the fair value of the Group’s share of
the net identifiable assets of the acquired subsidiary
at the date of acquisition.

Goodwill on acquisition of a subsidiary is included in
intangible assets and is test annually for impairment
and carried at cost less accumulated impairment
losses. Gains and losses on the disposal of an entity
include the carrying amount of goodwill relating to the
entity sold.

Research and development costs

Research costs are expensed as incurred. Costs
incurred on development projects relating to the design
and testing of new or improved products are
recognised as an intangible asset where the technical
feasibility and intention of completing the product
under development has been demonstrated and the
resources are available to do so, costs are identifiable
and there is an ability to sell or use the asset that will
generate probable future economic benefits. Such
development costs are recognised as an asset and
amortised on a straight-line basis over a period of not
more than 5 years to reflect the pattern in which the
related economic benefits are recognised.
Development costs that do not meet the above criteria
are expensed as incurred. Development costs
previously recognised as an expense are not

recognised as an asset in a subsequent period.
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 31 DECEMBER 2005

3.

PRINCIPAL ACCOUNTING POLICIES (Continued)
(d) Fixed assets

Fixed assets comprising leasehold improvements,
machinery and office equipment are stated at cost
less accumulated depreciation and accumulated
impairment losses, if any. Historical cost includes
expenditure that is directly attributable to the
acquisition of the items.

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

Depreciation of fixed assets is calculated using the
straight-line method to allocate cost or revalued
amounts to their residual values over their estimated
useful lives. The principal residual value and annual
depreciation rates are as follows:

FE

RE wEXx

Annual

Residual depreciation

value rate

HEMEEE Leasehold improvements - 20%
125 5% Machinery 0%-5% 14%-20%
NS Office equipment 0%-10% 14%-19%

BEZRELRTRAFRE TEHN IR

FEERARKAELAR(WER) -

i & B < B B = B0 EL fd A AT e [l 21
B B S & B BRI (E OB S AT e @ 28

LR

BlEEEREILE 2 WamskBR A

EMEREFRERBEREZER
W wEESHE A RS RT R -

The assets’ residual values and useful lives are
reviewed, and adjusted if appropriate, at each balance

sheet date.

An asset’s carrying amount is written down immediately
to its recoverable amount if the asset’s carrying amount
is greater than its estimated recoverable amount.

Gains or losses arising from the retirement or disposal
of an item of fixed assets are determined as the
difference between the net disposal proceeds and the
carrying amount of the item and are recognised in
profit or loss on the date of retirement or disposal.
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 31 DECEMBER 2005

3.

PRINCIPAL ACCOUNTING POLICIES (Continued)

(e)

Impairment of tangible and intangible assets
excluding goodwill

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

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

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

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

For the year ended 31 DECEMBER 2005

3.

PRINCIPAL ACCOUNTING POLICIES (Continued)

(f)

(9)

(h)

Government grants

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

Operating leases

Leases where substantially all the risks and rewards
of ownership of assets remain with the leasing company
are accounted for as operating leases. Rentals payable
under the operating leases net of any incentives
received from the lessor are charged to the profit and
loss account on a straight line basis over the lease
terms.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is determined on the first in,
first out basis. The cost of work in progress and
finished goods comprises raw materials, direct labour
and an appropriate proportion of overheads.

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

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

For the year ended 31 DECEMBER 2005

3.

PRINCIPAL ACCOUNTING POLICIES (Continued)

U]

)]

(k)

Trade and other receivables

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

Cash and cash equivalents

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

Convertible notes

Convertible notes that can be converted to share
capital at the option of the holder, where the number
of shares issued does not vary with changes in their
fair value, are accounted for as compound financial
instruments.

At initial recognition the liability component of the
convertible notes is calculated as the present value of
the future interest and principal payments, discounted
at a market rate of interest applicable at the time of
initial recognition to similar liabilities that do not have
a conversion option. Any excess of proceeds over the
amount initially recognised as the liability component
is recognised as the equity component.
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 31 DECEMBER 2005

3.

PRINCIPAL ACCOUNTING POLICIES (Continued)
(k) Convertible notes (Continued)

0

Transactions costs that relate to the issue of a
compound financial instrument are allocated to the
liability and equity components in proportion to the
allocation of proceeds.

The liability component is subsequently carried at
amortised cost. The interest expense recognised in
profit or loss on the liability component is calculated
using effective interest method. The equity component
is recognised in the capital reserves until either the
note is converted or redeemed.

If the note is converted, the capital reserve, together
with the carrying value of the liability component at
the time of conversion, is transferred to share capital
and share premium as consideration for the shares
extend. If the note is redeemed, the capital reserve is
released directly to retained profits.

Provisions and contingent liabilities

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

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

For the year ended 31 DECEMBER 2005

3.

PRINCIPAL ACCOUNTING POLICIES (Continued)
(m) Employee benefits
(i) Pension obligations

The Group has arranged for its Hong Kong
employees to join the Mandatory Provident Fund

Scheme (the “MPF Scheme”),

contribution scheme managed by an independent
trustee. The Group’s subsidiaries incorporated in
Mainland China make contributions to a state-
sponsored defined contribution scheme for the
Group’s local staff on a monthly basis pursuant to
laws and regulations in The People’s Republic of

China (the "PRC”) to a government agency.

The Group’s contributions to the defined
contribution retirement scheme are expensed as

incurred.

(ii)

Share based payments

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

of non market-based vesting conditions.

For cash-settled share-based payments, a liability
equal to the portion of the goods or services
received is recognised at the current fair value

determined at each balance sheet date.

a defined
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 31 DECEMBER 2005

3.

PRINCIPAL ACCOUNTING POLICIES (Continued)

(n)

Income tax

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

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

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

Deferred income tax is provided in full, using the

balance sheet liability method, on temporary
differences arising between the tax bases of assets
and liabilities and their carrying amounts in the financial
statements. Deferred income tax is determined using
tax rates (and laws) that have been enacted or
substantially enacted by the balance sheet date and
are expected to apply when the related deferred
income tax asset is realised or the deferred income

tax liability is settled.

Deferred income tax assets are recognised to the
extent that it is probable that future taxable profit will
be available against which the temporary differences
can be utilised.
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 31 DECEMBER 2005

3.

PRINCIPAL ACCOUNTING POLICIES (Continued)

(o)

(p)

Revenue recognition

(i) Sales of hardware software and systems
integration
Revenue from the sales of hardware, software and
system integration is recognised when delivery
and acceptance have occurred, the fee is fixed
and determinable, persuasive evidence of an
arrangements exists, collection of the receivable
is probable and no significant post-delivery
obligations remain.

(i) Transaction levies
Transaction levies are recognised on an accrual
basis based on certain percentage of revenue
generated from the operations of Jian ePayment
System as individually determined between the
Company and the customers.

(iii) Interest income

Interest income is recognised on a time-proportion

basis using the effective interest method.

Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred. Transaction costs are
incremental costs that are directly attributable to the
acquisition, issue or disposal of a financial asset or
financial liability, including fees and commissions paid
to agents, advisers, brokers and dealers, levies by
regulatory agencies and securities exchanges, and
transfer taxes and duties. Borrowings are subsequently
stated at amortised cost; any difference between the
proceeds (net of transaction costs) and the redemption
value is recognised in the profit and loss account over
the period of the borrowings using the effective interest
method.

Borrowings are classified as current liabilities unless
the Group has an unconditional right to defer settlement
of the liability for at least 12 months after the balance
sheet date.
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 31 DECEMBER 2005

3.

PRINCIPAL ACCOUNTING POLICIES (Continued)
(q) Segment reporting

A business segment is a group of assets and
operations engaged in providing products or services
that are subject to risks and returns that are different
from those of other business segments. A geographical
segment is engaged in providing products or services
within a particular economic environment that are
subject to risks and returns that are different from those
of segments operating in other economic environments.

In accordance with the Group’s internal financial
reporting system, the Group has determined that
geographical segment be presented as the primary
reporting format and business segment information as
the secondary reporting format for the purposes of
these financial statements. The Group operates in one
business segment.

Segment revenue, expenses, results, assets and
liabilities include items directly attributable to a
segment as well as those that can be allocated on a
reasonable basis to that segment. Inter-segment
pricing is based on similar terms as those available to
other external parties.

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

Unallocated items mainly comprise other revenue, tax
balances, corporate and financing expenses.
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 31 DECEMBER 2005

3.

PRINCIPAL ACCOUNTING POLICIES (Continued)

(r)

(s)

Related parties

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

Events after the balance sheet date

Post-year-end events that provide additional information
about the Group’s position at the balance sheet date
or those that indicate the going concern assumption
is not appropriate are adjusting events and are
reflected in the financial statements. Post-year-end
events that are not adjusting events are disclosed in
the notes when material.
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 31 DECEMBER 2005

CRITICAL ACCOUNTING JUDGEMENTS AND
ESTIMATES

The key estimates and assumptions that have a significant
risk causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year are
discussed below.

Impairment of assets

The management of the Group tests annually whether assets
have suffered any impairment. The recoverable amounts of
cash generating units have been determined on the value-
in-use calculation and estimated net selling price. These
calculations require uses of estimate.

Provision for impairment of receivables

The Group’s management determines the provision for
impairment of receivables. This estimate is based on the
credit history of its customers and the current market
condition. It could change significantly as a result of
changes in the financial position of the customers.
Management will reassess the provision at each balance
sheet date.

In determining whether allowance for bad and doubtful
debts is required, the Group takes into consideration the
ageing status and the likelihood of collection. Specific
allowance is only made for trade receivables that are
unlikely to be collected. In this regard, the directors are
satisfied that this risk is minimal and adequate allowance
for doubtful debts has been made in the financial
statements.

Provision for impairment of inventories

The Group’s management exercises their judgements in
making the provision for impairment of inventories. A
specific provision is made of the inventories identified to
be obsolete. There is no policy on general allowance for
inventories.
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STATEMENTS
BE_ZTETEAHEFt+-A=+—8LFE For the year ended 31 DECEMBER 2005
5, BXFE - -WERIBEHR 5. TURNOVER, REVENUE AND SEGMENT INFORMATION
(a) EEERHEMWKER (a) Turnover and other revenue
REBRKRFENEEHNT Revenues recognised during the year are as follows:
—ETERE —ETNF
2005 2004
AR FT ARMFT
RMB’000 RMB’000
= Turnover
HEMF MBI A Sales of hardware and software 14,077 6,694
EE TN Transaction levies 1,871 1,479
15,948 8,173
H ez Other revenue
HEFELEERIA  Profit on sales of smart cards 519 223
M ON Subsidy income
—EEHIRE — Value added tax (“VAT”)
(Bt (i) refund (Note (i) 287 2,950
FEREBE+RE Reversal of impairment loss on
inventories 644 -
HMRe&ERE Reversal of impairment loss on
BB A other current assets 1,937 -
FE WA Interest income 141 7
B 5 & H i FE R Reversal of impairment loss on
VEREN Rk 4 trade and other receivables and
LA I 3 BR g [E] bad debts recovery 2,817 -
FEAT — [ BB Waiver of amount due to a related
NECIE-QEE & company 20 -
& 1<F BR R 3 38 Write-off of accounts payable 4,897 -
Rt RIERE R Overprovision of accruals and
NEBERERED other payables written back 691 -
BB R B IRIE Tax service fee refund 3 -
Hit Others 18 164
11,974 3,344
@l =5 Total revenues 27,922 11,517
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 31 DECEMBER 2005

5.

TURNOVER, REVENUE AND SEGMENT INFORMATION
(Continued)
(@) Turnover and other revenue (Continued)

(i)

Zhengzhou Jian-O’Yuan ITS Systems Co. Ltd.
(“Jian-O’Yuan”) is subject to output VAT on its
sales in PRC, which is levied at the general rate
of 17% on the gross selling price upon sales of
goods.
materials, work in progress and other assets would

Input VAT paid on purchases of raw

be used to offset the output VAT payable on sales
to determine the net VAT prepayment or VAT
payable.

Pursuant to Cai Shui 2000 No. 25 issued by the
State Tax Bureau on 22 June 2000, software
enterprises are entitled to a preferential tax
treatment and any actual VAT paid related to the
sales of self-developed and produced software
exceeding 3% of the revenue from the sales of
software will be refunded. For the year ended 31
December 2005, the Group obtained a refund
amounted to RMB287,000 (2004: RMB2,950,000)
which was recognised as subsidy income in the
consolidated profit and loss account.
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B 35 #R 3= MY & NOTES TO THE FINANCIAL

STATEMENTS
BE_ZTETEAHEFt+-A=+—8LFE For the year ended 31 DECEMBER 2005
5. EEHE -WERIBER (&) 5. TURNOVER, REVENUE AND SEGMENT INFORMATION
(Continued)
(b) BEFEBzEXEIMUT : (b) Turnover analysed by categories of customers are
as follows:
—E2HF —TEMF
2005 2004
AR¥EFIT AR FT
RMB’000 RMB’000
R AR 2 HERA Sales to related companies
(Kiax27(b)(i) (Note 27(b)(i)) 4,075 4,025
HEBUE=F2HEKA Sales to independent third parties 11,873 4,148
15,948 8,173
(c) 2HER (c) Segment information
AEEHETEEEBRNLE  £HE% The Group conducts its business within one business
BREFELEBAGREE  HEMEE segment — the development and operation of Jian
VR o ePayment System and manufacturing and distribution
of the associated commercial applications in the PRC.
REBNEBZIZEUTRARMEBRE The Group’s businesses operate in five main
1 geographical areas:
%ﬁqiﬁl?—” Southern China
fiﬁﬁ% Northern China
E=c3 & .
Central China
ERIE Eastern China
Rt @

North-eastern China
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B 35 #R 3R MY & NOTES TO THE FINANCIAL

STATEMENTS
BE_ETEERAFT+-A=1+—HLEFEE For the year ended 31 DECEMBER 2005
5, EEHE - -WERIBER (&) 5. TURNOVER, REVENUE AND SEGMENT INFORMATION
(Continued)
(c) PHWBER (&) (c) Segment information (Continued)
weRAMZERERLEEELRY - There are minimal sales between the geographical
segments.

ZEHE EAHE ETHE ERHE RiHE 8

North-

Southern  Northern Central Eastern eastern
China China China China China Group
“BEINEF C-S%1F -BEIF -S%IF -BBLF -—EEIf
2005 2005 2005 2005 2005 2005
ARBFRT ARETT ARETR AREFR AREFT ARETR
RMB’000 RMB’000 RMB’000 RMB’000  RMB’000  RMB’000

BXE Turnover 7,329 185 6,562 1,872 - 15,948
NHEE Segment results 4,719 69 3,555 1,136 - 9,479
EA Other revenue 11,974
RABRME Unallocated costs (19,668)
LE RN Operating profit 1,785
HHKER Finance costs (376)
BRHATERN Profit before taxation 1,409
BE Taxation (126)
R R F Profit attributable to

shareholders 1,283
PHEE Segment assets - 8,716 9,048 - - 17,764
RAOREE Unallocated assets -
BEE Total assets 17,764
PHEE Segment liabilities - 1,548 24,430 - - 25,978
AAREBE Unallocated liabilities -
zaf Total liabilities 25,978
ERMRT Capital expenditure - 131 10 - - 14
& Depreciation - 1,209 2,395 - - 3,604
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EEE WakoHER () 5. TURNOVER, REVENUE AND SEGMENT INFORMATION
(Continued)
PHEH (E) (c) Segment information (Continued)
wRAMZEREERLEEELRY - There are minimal sales between the geographical
segments.
ZfpE ELHE  ERHE O ERBE  RIHE £8
North-
Southern Northern Central Eastern eastern
China China China China China Group
—EEINE -—ZTEME -—BENFE -TEIMF -—TENE -BIWNE
2004 2004 2004 2004 2004 2004
ARETT ARETT AREFT AREFTT ARETT ARETT
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
Lrm Turnover 2,059 139 3,481 24 2,470 8,173
AHEE Segment results 1,466 89 2,085 23 514 4177
EoMA Other revenue 3,344
RABRKE Unallocated costs (42,500)
TeEE Operating loss (34,979)
HEER Finance costs (622)
BRBAEE Loss before taxation (35,601)
B Taxation _
RERGER Loss attributable to
shareholders (35,601)
NBEE Segment assets - 3,694 17,515 - - 21,209
APREE Unallocated assets -
mEE Total assets 21,209
PHEE Segment liabilities - 610 30,103 - - 30,713
AOREBRE Unallocated liabilities -
ZRE Total liabilities 30,713
ERMERET Capital expenditure - - 21 - - 21
ik Depreciation - 3,226 6,386 - - 9,612
BréERERE Impairment loss of
fixed assets - 7,404 13,031 - - 20,435
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NOTES TO THE FINANCIAL

STATEMENTS
E_ETEETARF+-_A=+—HBHLEFEE For the year ended 31 DECEMBER 2005
BREBLAIER (E18) 6. PROFIT/(LOSS) BEFORE TAXATION
BREATLEF (B51B) BB (GTA) T5IE Profit/(loss) before taxation in arrived at after charging:
B :
—ETHE —ETWF
2005 2004
ARM T ARBTFIT
RMB’000 RMB’'000
BErEENE Depreciation of fixed assets
(Kiat13) (Note 13) 3,604 9,612
BTEERERE Impairment loss on fixed assets
(Kyat13) (Note 13) - 20,435
B 5 & E YR Impairment loss on trade
BEE B and other receivables 100 2,413
ETMA(BIEEEME)  Staff costs including directors’
(HiiE12) emoluments (Note 12)
IE Salaries and wages 6,106 3,809
RN EHEI B FRIE Contributions to retirement
(Katat) schemes (Note 21) 764 575
FE KA Cost of inventories 6,273 3,920
KEEE Operating lease rental 623 1,499
ZEE B & Auditors’ remuneration 521 477
i 9T I B 2 R Research and development
costs 897 779
PEETEERRE Loss on disposal of fixed assets 5 -
& 7E & 2 8 Fixed assets written off 1,886 -
2= AR 3H Bad debt written off 1,539 -
T & 88 Inventory written off 315 -
MKER 7. FINANCE COSTS
—EZHF —TEMF
2005 2004
AR TR ARBFL
RMB’000 RMB’'000
TERNEZEEE - Wholly repayable within five years:
AEBRERZNEER Interest expenses on convertible
notes 376 622
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EoEFERFt+T-A=+T—HILEFE

B8
AREERRARNERLE CRIERVEEE
REELIMBRARERBEERMNMG
Moo

BE_ZTRFT-_A=1t—HULEFELE
EYEELTAIRNASEHS  REERXE
EREBZEEMEHR AN - BILEGR
Z-EREEERRZFABHIEER(ZF
TOEF E) -

AEBZFRA—ELRERR —ANANEF
MAZ+TABETEEMRINLERERE
ERA - EFEERFER -_TZ—F+ ARFEIN
BRECEMRBER  REPRIIMFRED
ERIMBIEEMEN ([RERMAER]) A -
ERIERENEELRR  EERFEEF
—EENFEEZEMR R FNTKE
B-R_ZTLF FLRARUBRBLE
PRSI ER - W)Y R & A B & R TR
R o

MRERERIZZMERR (At REE
BBRMBRARARMHZELEBMEIAR
RERBE_TTERAFT_A=1t—HL
FRIEERBGH - AL BB RAE
RERE -
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 31 DECEMBER 2005

TAXATION

The companies comprising the Group are subject to income
taxes on an entity basis on income arising in or derived
from the tax jurisdiction in which they operate.

No provision for profits tax in the Cayman Islands, the British
Virgin Islands or Hong Kong has been provided for as the
Group has no assessable profit arising in or derived from
those jurisdictions for the year ended 31 December 2005
(2004 Nil).

The Group’s subsidiary, Jian-O’Yuan, was incorporated in
the PRC as a privately owned limited liability company on
26 April 1999. In July 2001, Jian-O’Yuan obtained the tax
registration as an enterprise with foreign investment.
Pursuant to the PRC laws of Enterprise Income Tax (“EIT")
for Enterprises with Foreign Investment and Foreign
Enterprises, as a manufacturing enterprise with foreign
investment, Jian-O’Yuan is entitled to full exemption from
EIT for two years and a 50% reduction in the next three
years. In year 2005, no EIT provision was provided for Jian-
O’Yuan as the company had no assessable profit.

No EIT provision was required for the subsidiaries
incorporated in the PRC, Beijing Jian ePayment Science
and Technology Co. Ltd. and Wuhan Jian ePayment Science
and Technology Co. Ltd. as they had no assessable profit
for the year ended 31 December 2005.



B 35 #R 3R MY &

=

8.

10.
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BE (&)
AEBNTIEXEBRRAGURFAE  RA
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 31 DECEMBER 2005

TAXATION (Continued)

As the Group’s major operation and income were located
in the PRC, the applicable tax rate to the Group was the
PRC statutory tax rate of 33% during the year. Reconciliation
between tax expense and accounting profit/(loss) at

applicable tax rate is as follows:

—EEHF —EEMF

2005 2004

AR®TFr AR FIT

RMB’000 RMB’000

B B AT E 1, (E518) Profit/(loss) before taxation 1,409 (35,601)
BPBEER E33%:TE Calculated at the PRC statutory

tax rate of 33% 465 (11,748)

MEEZEY Effect of different tax rate 91 865

ffd%ﬂgﬁﬁﬁ Tz Effect of tax preferential period (117) (116)

EFE R TR A I 578 Tax effect of utilisation of tax losses

%%HRLBU\ZHW%; not previously recognised (6,215) -
TENBMBES 2HEFE  Tax effect of expenses that are
not deductible in determining

taxable profit 5,652 183

FERELHRBEE Unrecognised deferred tax assets 124 10,816

RBEFERETR Underprovision in previous year (126) -

(126) -

R_EERF+_A=+—HZ2AEEE
RIEFERME24 -

BRERELEE

EARRAMBHRE LRBORREEEEE
AR#®3,082,000 T (ZZTZMEF - HEA
R 35,599,000 T) °

[ @=\
AEBAFEYBRBEREMRERS (=
ZTMF - E|) o

10.

The details of unprovided deferred taxation as at 31
December 2005 were stated in Note 24.

LOSS ATTRIBUTABLE TO SHAREHOLDERS

The loss attributable to shareholders is dealt with in the
accounts of the Company to the extent of a loss of
RMB3,082,000 (2004: RMB35,599,000).

DIVIDEND

No dividend had been paid or declared by the Company
during the year (2004: Nil).
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EoEFERFt+T-A=+T—HILEFE

1. BRERN (FE)

12.

BREREF (BB) SRER R EG G T

AR®1,283,0007L (ZZEZMF : BEAR

# 35 601,0007T ) &HH NE#ETE®ERK

400,000,000/ (ZZZ P04 : 400,000,000
) ETHE -

ARBARBIH -_ZTTRAF2EREER
Mo TR EARLRIBRENTEES
RARBEMNER TRERERNFHME -

ARABARBIH -—FTTONFE2EREEFE
B U TR AN R R H A & AT SR 55
ZITREBNARBRMNER THEARERL
FHHE - RZFTERSFRAERERR

9\ o

EENEREEAEME

ENEENTENER (ZTTHF  \f1)
BAZEZMEMT

NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 31 DECEMBER 2005

11.

12.

EARNINGS/(LOSS) PER SHARE

The calculation of basic earnings/(loss) per share is based
on the Group’s profit attributable to shareholders of
RMB1,283,000 (2004: loss of RMB35,601,000) and on
400,000,000 (2004: 400,000,000) ordinary shares in issue
during the year.

No diluted earnings per share for 2005 is presented
because the exercise price of the Company’s options was
higher than the average market prices of the Company’s
shares for the year.

No diluted loss per share for 2004 is presented because
the exercise prices of the Company’'s options and
convertible note were higher than the average market prices
of the Company’s shares for the year and these exercises
would reduce the loss per share for the year.

DIRECTORS’ AND SENIOR MANAGEMENT’S
EMOLUMENTS

Directors’ remuneration paid or payable to each of the seven
(2004 eight) directors were as follows:

A
EER
Exne BYR&E RIKEA okl
Salaries,
allowances Retirement
Directors’ and benefits scheme
fees in kind contributions Total
BE_ZZRFT-A=T—HLEEE ARETRT AREFR AREFrT ARETR
Year ended 31 December 2005 RMB’000 RMB’000 RMB’000 RMB’000
HITES Executive directors
LEg S Chin Ying Hoi 208 442 29 679
HEE Yang Guo Wei 108 451 29 588
FhEF Li Sui Yang 108 233 29 370
EE Liu De Fu 163 71 - 234
BUIRNTEE Independent non-executive
directors
RER Zhang Xiao Jing 66 - - 66
£z Tung Fong 66 - - 66
I E Qu Xiao Guo 60 - - 60
779 1,197 87 2,063
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12. EENRGREBAEME (&)

ENSENTENER (ZTTOF  \1)
BEAZEZEMENOT : (&)

NOTES TO THE FINANCIAL

STATEMENTS

For the year ended 31 DECEMBER 2005

EMOLUMENTS (Continued)

12. DIRECTORS’ AND SENIOR MANAGEMENT’S

Directors’ remuneration paid or payable to each of the seven

(2004: eight) directors were as follows: (Continued)

e
EA R
EE kN BWils RIEA B
Salaries,
allowances Retirement
Directors’ and benefits scheme
fees in kind contributions Total
BE_ZTNF+_A=1+—HLFE ARBEFT ARETT AREFTT ARETT
Year ended 31 December 2004 RMB’000 RMB’000 RMB’000 RMB’000
HITES Executive directors
Y Chin Ying Hoi 50 600 22 672
% Guo Yan Hong - 25 - 25
THEF Li Sui Yang 26 310 22 358
BEE Liu De Fu 18 216 - 234
HEE Yang Guo Wei 26 57 8 91
BUFHTEE Independent non-executive
directors
RER Zhang Xiao Jing 72 - - 72
£z Tung Fong 72 - - 72
fth 8 X Qu Xiao Guo 16 - - 16
280 1,208 52 1,540

BEEEZRUBE_TTAFR_TTOF
T-A=t—HLIEMFEZFZHE -

HE-ZZTRFR-ZTMF+_A=1+—
BIESFE  AEELERE S A
© EAMBIEASBESENMALERRMA
tzRe  HIERKREBIZHHE -

2005 and 2004.

No directors waived or agreed to waive any of their
emoluments in respect of the years ended 31 December

No emoluments were paid by the Group to the directors as
a discretionary bonus or an inducement to join or upon
joining the Group or as a compensation for loss of office
for the years ended 31 December 2005 and 2004.
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STATEMENTS
BE_ZTETEAHEFt+-A=+—8LFE For the year ended 31 DECEMBER 2005
12. EEREREBEAEME (&) 12. DIRECTORS’ AND SENIOR MANAGEMENT’S
EMOLUMENTS (Continued)
RFESENREESTFMATBENS The five individuals whose emoluments were the highest in
(Z2EZMF : ZR)EF HMeEHN L the Group for the year include four (2004: three) directors
Mot Bp—% (ZETNEF : ME) &S whose emoluments were reflected in the analysis presented
FALZHME2THT - above. The emoluments payable to the remaining one (2004:

two) individuals during the year are as follows:

—EZHF ZETMF
2005 2004
AR¥EFIT AR FT
RMB’000 RMB’000
H it Fr B - Other emoluments:
EXH & M= Basic salaries and benefits 271 338
RRAE A Contributions to pensions schemes 7 12
278 350
EamiMagATzHMe@ERET The emoluments of the five highest individuals fell within
the following bands:
AE
Number of individuals
—EEHRFE —TTNF
2005 2004
oA 5 Emoluments bands:
TE AR%1,042,0007T RMB nil - RMB1,042,000
(8% % 1,000,000 A 7T) (equivalent to HK$1,000,000) 5 5
BE_ZZRFR-_ZTMF+_A=1— No emoluments were paid by the Group to any of the five
BLEEFE ALEBTEYNRRAERSE highest paid individuals as a discretionary bonus or an
MALTEZIME  EARIBTEARBEEMA inducement to join or upon joining the Group or as a
REBRNMARZEZS  KMEABKEBLZ compensation for loss of office for the years ended 31
HHE - December 2005 and 2004.
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STATEMENTS
BE_ETEERAFT+-A=1+—HLEFEE For the year ended 31 DECEMBER 2005
13. BE&EE 13. FIXED ASSETS
%
Group
HENEEE BERE WARE ok
Leasehold Office
improvements Machinery  equipment Total

ARBETT AREBFT AREBTT ARETT
RMB'000 RMB'000 RMB'000 RMB'000

RAE Cost
—EENEFE—-A—H At 1 January 2004 92 58,542 1,141 59,775
NE Additions - 13 8 21
ENHEARTFE Reclassification to

inventories - (750) - (750)
e At 1 January 2005 92 57,805 1,149 59,046
NE Additions - - 141 141
&/ Disposals/written off - (31,530) (626) (32,156)
—ZETRF+-ZRB=1+—H At 31 December 2005 92 26,275 664 27,031
RFMERAE Accumulated depreciation

and impairment

—EEMFE—-—F—H At 1 January 2004 92 20,354 423 20,869
rEEHE Charge for the year - 9,409 203 9,612
HEEE Impairment losses - 20,435 - 20,435
—ZERE—F—H At 1 January 2005 92 50,198 626 50,916
rEEHE Charge for the year - 3,409 195 3,604
HE /M Disposals/written off - (29,735) (436) (30,171)
“EERE+-A=+—H At 31 December 2005 92 23,872 385 24,349
RETE: Net book value:

—EERE+-A=1+—H At 31 December 2005 - 2,403 279 2,682
“EEWNE+-A=1+—H At 31 December 2004 - 7,607 523 8,130
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14. RFRARAZRE

NOTES TO THE FINANCIAL

STATEMENTS

For the year ended 31 DECEMBER 2005

14. INVESTMENTS IN SUBSIDIARIES

AF
Company
—ETRE _—TTNF
2005 2004
AREFT AREFT
RMB’000 RMB’000
RFRBIZEE Investments in subsidiaries
XA (K7t (a)) at cost (Note (a)) 24,208 24,208
FEH F R Amounts due from subsidiaries
(K&t (b)) (Note (b)) 25,355 25,371
& F R A Amounts due to subsidiaries
(Kt (b)) (Note (b)) (3,486) -
46,077 49,579
HERE Impairment of investments (44,587) (44,587)
1,490 4,992
(a) RE (a) Investments
R-EBEERF+=-_A=+—BZFRH The following is a list of subsidiaries at 31 December
mr 2005:
RIBER TEXH it/ RRAELR
B NAKE KA REEH BRTER REEDL
Place of
incorporation/ Date of Principal Particulars of
establishment and incorporation/ activities and registered/
Name kind of legal entity ~ establishment place of operation issued capital Interest held
(W) B B
(Note (i) Directly Indirectly
Systematic Technology REEIHS ZTEEE BB R SlRE®R  100% -
Group Limited BREARF ~AZtH+H 55 BR1ET
(['Systematic] )
Systematic Technology British Virgin Islands, 27 June 2000 Investment holding 5 ordinary shares ~ 100% -

Group Limited
(“Systematic”)

Annual Report 2005 # #&

limited liability
company

in Hong Kong

of USD1 each
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14. RF

(a)

DNAZRE (B)
R& (&)

1

Name

EERF+=DA=+—BHLEFE

RIBER
NAKE

Place of
incorporation/
establishment and
kind of legal entity

NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 31 DECEMBER 2005

14. INVESTMENTS IN SUBSIDIARIES (Continued)
(a) Investments (Continued)

TEER i/ KARELR
KA REEY BRTER REBAL
Date of Principal Particulars of
incorporation/  activities and registered/
establishment place of operation issued capital Interest held

(W&t () EE &
(Note (i) Directly Indirectly

PHELARET
REREARAF
(TEERE])
(K iz (i)

Zhengzhou Jian-0’
Yuan ITS Systems
Company Limited
(“Jian-0’ Yuan”)
(Note (i)

HEELRBMK
BRAA
(REZE])

(Mt & (i)

Wuhan Jian ePayment
Science and Technology
Company Limited
(“Wuhan Jian ePayment”)
(Note (iii)

ETRELEERNK
ARAA
(MtREE])

(W22 (i)

Beijing Jian ePayment
Science and Technology
Company Limited
(“Beijing Jian
ePayment”) (Note (iii)

PRC, limited liability
company

PRC, limited liability
company

PRC, limited liability
company

—“AANE ZFLRAEN 2,950,000% T - 100%
MAZ+7<H BB EEEN
REBEEEER
MEE AR
e
26 April 1999 Development and USD2,950,000 - 100%
operation of Jian
ePayment System
and manufacturing
and distribution
of the associated
commercial applications

in PRC
ZETCF ELRAATMER 846,000% 1T - 100%
NAZTH HE
20 August 2002 Operation of USD846,000 - 100%
Jian ePayment
System in PRC
2 ZFLRRALMENR 150,000% 7T - 100%
TA-FZH H
22 May 2002 Operation of USD150,000 - 100%

Jian ePayment
System in PRC
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14. RFRARAZERE (5B)

NOTES TO THE FINANCIAL
STATEMENTS

For the year

14. INVESTM

ended 31 DECEMBER 2005

ENTS IN SUBSIDIARIES (Continued)

(a) BE&E (&) (a) Investments (Continued)
RIBHR TEXH i/ RRAELR
£8 NAKE KAH REEH BRTER REEAL
Place of
incorporation/ Date of Principal Particulars of
establishment and incorporation/ activities and registered/
Name kind of legal entity ~ establishment place of operation issued capital Interest held
(W) EE B
(Note (i) Directly Indirectly
FLER EBRAES ZZIRF AR Ey - 100%
(HED) BB 2R AREARR —A=H B
BERART
Jian ePayment (China) British Virgin Islands, 3 February 2004  Not yet commenced usD1 - 100%
International limited liability business
Holdings Limited company
et - Note:

(i)

(if)

RZPERFT=A=+—8 42
ANFEFARZERDLBME -

ELERRAN—NAANFHAZ+X
BEABEEMRIANLEERETA
A o REEMA B - EEBERMNS2%
BRmltRELEREARAR ([EE
BB HE - EFLRFEMN18%MKEA
HEYE=FBMNERETRMER
REN(EBMNER])HE  -RZZTTZT
FHA+NE  BINRRAFHFELR
RE18%k Rt R EEEXLEER
AR (MMEREEEZE]) FTUE - 2
LTREEEKRA—HPIEEDE -
BEEZNE LtREBELTEER
Systematick —TTE&+ A+ /\ A
RIS B - SystematiclAl 2 T RHY
Rt RELEXNEELT RRH99%
BREEMRI%BREARELREFE -]
BR-ZEZ-_FRAA+N\BFTLHH
JE ' SystematicE AFHRELRFESE
BAREA ELERRZ1%BME - %
& B R X A SystematicZ 2 & T2
7 o
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(if)

As at 31 December 2005, all issued capital of the
subsidiaries of the Company had been paid up.

Jian-O’Yuan was incorporated in the PRC as a privately
owned limited liability company on 26 April 1999. Upon
incorporation, 82% equity interests of Jian-O’Yuan were
held by Beijing Jian-Tech Co., Ltd. (“Jian-Tech”) and
18% equity interests of Jian-O'Yuan were held by
Zhengzhou-O’Yuan Electronics Technology Limited
(*Zhengzhou-O’Yuan”), an independent third party. On
18 April 2000, the 18% equity interests of Jian-O'Yuan
held by Zhengzhou-O'Yuan were acquired by Beijing
Jian Enterprises (Group) Co., Ltd. (“Beijing Jian
Enterprise”). Jian-O'Yuan was then converted into a
sino-foreign equity joint venture. According to an
agreement between Jian-Tech, Beijing Jian Enterprise
and Systematic dated 18 July 2000, Systematic acquired
99% of the equity interests of Jian-O’Yuan. The
remaining 1% of equity interests was held by Jian-Tech.
According to the agreement dated 18 May 2002, the
1% equity interests of Jian-O’Yuan held by Jian-Tech
was acquired by Systematic. Since then, Jian-O’Yuan
became a wholly owned subsidiary of Systematic.
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STATEMENTS
BE_ETEERAFT+-A=1+—HLEFEE For the year ended 31 DECEMBER 2005
14. RFDBZERE (&) 14. INVESTMENTS IN SUBSIDIARIES (Continued)
(a) BE (&) (a) Investments (Continued)
HizE - (&) Note: (Continued)
(i) REEFLZRIREERDIN_ZZ (i) Wuhan Jian ePayment and Beijing Jian ePayment were
—ENRZ+THERAAZ+TZHAE®R incorporated in the PRC as privately owned limited
MR IHALEERTEELF © Z liability companies on 20 August 2002 and 22 May 2002,
MR A 7 ¥ & SystematicE & ¥ 2 respectively. These two subsidiaries are wholly owned
A o by Systematic.

(b) RUWKENTFARZRIBAERF T (b) The amounts with subsidiaries are unsecured, non-
HEBKRETEERNBE o WEIEFR interest bearing and have no fixed repayment terms.
EBZERFIB 2 ER -

15. 78 15. INVENTORIES
58
Group
—EZ2REF —TTMHF
2005 2004
AREFT AREFIL
RMB’000 RMB’000

R R Raw materials 67 1,162

£ & fn Work in progress 18 175

SLRK Finished goods 114 1,002

199 2,339

FERE Impairment for inventories - (1,927)

199 412
RZEERF+_A=+—H ZEHFEEN As at 31 December 2005, no inventories were carried at
AEREEAR(CZEZNE + £) o net realisable value (2004: Nil).
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NOTES TO THE FINANCIAL

STATEMENTS

For the year ended 31 DECEMBER 2005

16. TRADE AND OTHER RECEIVABLES

58 A
Group Company

“EERFE —TETNMHE ZEEBEFE —TTNF

2005 2004 2005 2004

liogz3 ARBFT AREFIT AREFRT ARETT

Note RMB’000 RMB’000 RMB’000 RMB’000

B 5 WK Trade receivables (a) 6,528 909 -
ENFZERES  Prepayments and

deposits (b) 1,763 0777 52 106

H A 7 U 5K Other receivables (c) 896 2,295 33

9,187 5,981 52 139

MBS REMEBERME - ARAAFEA

SECRFEEERER

SARRARARE

BAX ZZRARSERE  WEERR

e TR

EEERRES REMBER I REENS

AfE2 AFHE -

(a) BESEWFHERHNN120KE 180
K2 ESERZZREDITIT

There is no concentration of credit risk with respect to trade

and other receivables, as the Company and the Group have

monitored on an ongoing basis with the result that the

Company’s and the Group’s exposure to bad debts is

minimal.

The management considers that the carrying amount of

trade and other receivables approximates their fair value.

(@) The credit term of the trade receivables of the Group

ranges from 120 to 180 days. The ageing analysis of

the trade receivables was as follows:

£8

Group
“EERFE Z—ZTNF
2005 2004
ARBFT ARETT
RMB’000 RMB’000
30K AR 0-30 days 5,494 157
31E260K 31-60 days 227 59
61E90K 61-90 days - 50
91E120K 91-120 days 807 -
1212 180K 121-180 days 24 -
181E 365K 181-365 days 299 26
365K M E Over 365 days 6,420 12,784
13,271 13,076
B Impairment (6,743) (12,167)
6,528 909
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16. EZREMEKRRK (F)

(b)

(c)

NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 31 DECEMBER 2005

16. TRADE AND OTHER RECEIVABLES (Continued)

BERRERES (b) Prepayments and deposits
58 N
Group Company
“EERF —TTNHE Z—ETEFE ZTTNF
2005 2004 2005 2004
fit i ARMFT AREFT AREFR ARETT
Note RMB’000 RMB’000 RMB’000 RMB’000
Bz %¥  Payment of enterprises
g income tax (“EIT”) (i) 1,418 2,118 - -
FEfRHEEE 2 Prepayments to
IR suppliers 239 425 - -
Hit, Others 106 234 52 106
1,763 2,777 52 106
() EELTRFREZHHBEEMNES (i) Before Jian-O’Yuan obtained the confirmation from
Fritz BB EBURR - #EXK the local tax bureau for the preferential tax
ER_TETER_FT—F2 treatment as stated in Note 8, Jian-O'Yuan was
BETLEMSHEBGEHARRE required to place deposits against the potential
T o RRBEAE_TT—FEE EIT liabilities for the years 2000 and 2001. Such
BRGNP AERRED - deposits for EIT were refunded/refundable after
Jian-O’Yuan obtained the approval of the
preferential tax treatment from the tax bureau in
2001.
H fth FE LR (c) Other receivables
£H N
Group Company
—22RF _—_TTMNHF ZTTEF —TITNF
2005 2004 2005 2004
ARBFT AREFT AREFR ARETTL
RMB’000 RMB’000 RMB’000 RMB’000
BIBA2 Advances to staff 114 273 - -
JE W 758 18 Tax receivable 253 - - -
Hfth Others 529 2,022 - 33
896 2,295 - 33
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17. B REEE

RER  SENEMERBHEEASTEEAR
FRtzARELEBRAREF IR -

NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 31 DECEMBER 2005

17.

OTHER CURRENT ASSETS

Other current assets at Group level represented the cost of
smart cards provided by the Group to customers for the

operations of Jian ePayment System as at the year end.

18. BES R HEMEMNR 18. TRADE AND OTHER PAYABLES
%M AH
Group Company
“2REF -—FINF -BRIF _—TIMF
2005 2004 2005 2004
ft st ARMTFR ARETT ARMTn ARETT
Note RMB’000 RMB’000  RMB’000 RMB'000
0L Nk Trade payables (a) 2,601 8,512 - -
H & 3 Other payables (b) 11,336 8,954 4,024 4,038
13,937 17,466 4,024 4,038

EEERRESRAMBNRZEEENS
RIKEZRFE-

() R-ZERF+-A=t—-R -BE5F

The management considers that the carrying amount of
trade and other payables approximates their fair value.

(a) As at 31 December 2005, the ageing analysis of the

ARZERITOT trade payables were as follows:
58
Group

—ETHE —TTNF
2005 2004
AR®Fr AREFT
RMB’000 RMB’000
30K LA 0-30 days 441 254
31Z260K 31-60 days 156 95
91E 120K 91-120 days 36 23
121£180K 121-180 days 72 -
181£2 365K 181-365 days 260 -
365K MA E Over 365 days 1,636 8,140
2,601 8,512
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(b) HAtrEAR

NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 31 DECEMBER 2005

18. TRADE AND OTHER PAYABLES (Continued)

(b) Other payables

58 NG
Group Company
“EERFE _ZTTNHF ZEEIF _TTNF
2005 2004 2005 2004
AEBFT ARKFT AREFT ARKTFT
RMB’000 RMB’'000 RMB’000 RMB’000
JEfT 2R Business tax payable 72 - - -
JE A FE Interest payable 156 - 156 -
JERTIEERIFK VAT payable 444 136 - -
B TR & Provision for staff and workers’
BRHES bonus and welfare fund 1,006 834 - -
TR Accruals for operating
& expenses 6,136 5,287 3,806 4,015
ERIER Salary and welfare
=Rl payables 905 810 62 14
H At Others 2,617 1,887 - 9
11,336 8,954 4,024 4,038
ERES 19. CONVERTIBLE NOTES

ZEE=F+—A=1+RH " ARARABILE
=7 ([RBA])B1T{EEE10,000,0007T
(HERSEARE10,611,0007T) 2 7] &
MES o ZATERES A8 /54,000,000
BABRD - BRI LSBEEEE250T
(I FHAE) - REATAERBR _TT_F
T—A+TNRB (JERESFRER) Bt 2R
18 A R BA7E 10,000,000 RE SR IREEE
BAEBI0OTZE R EIRES - RZF
T=FRATN\BEHEREALKRITEL
REE REFE _RUEBRES o

AEBEFGREE LBESQRITERAR
REBBHZRREXZARAEPARZE
TRESERMNENMI% FEMEGFE

The Company issued a convertible note of HK$10,000,000
(equivalent of RMB10,611,000) to an independent third party
(the “Subscriber”) on 30 November 2002. The convertible
note is convertible into 4,000,000 shares of the Company
at an initial conversion price of HK$2.50 per share (subject
to adjustment). The Subscriber also had an option to
subscribe for a second convertible note of HK$10,000,000
with an initial conversion price of HK$3.00 per share within
6 months after 18 November 2002, the date of subscription
agreement. The subscriber did not exercise its option to
subscribe for the second convertible note after the expiry
date, 18 May 2003.

The interest of the convertible note is calculated at a rate
per annum equal to one per cent over the prime lending
rate for Hong Kong Dollars as quoted by the Hong Kong
and Shanghai Banking Corporation Limited to its customers
on the last business day of the relevant interest period on
the principle amount of the note outstanding.
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19. TBBRES (F)

AL SMESNBITMERINE - EHF
BAARAERESZTABRTZM@AR
TR RE - BRI ARZE LA 2,000,000
T TEEHREN -

ARRER -_ZTENF+—A+/\BERE
ABRBWA G CTRAUBRKESRZ2IHA
REFHEENEBAZENREE

BEBABEARZERRZBARZTRRBRE
BOARBERATERRE(RAMGIE
) ARRBER_ZENFE+—A=1
B AE—FHA ([E—FHE)) 4%
BIREE R 10 518 (£%8 A7 22,000,000
BLEEESE 88 L2 F E250,000%
TT) c ZARBREBRNESKKRECSEESN
I ((2BER]) ZTTREFE+=A=
+— B Z #3444 3,000,0008 T ([£ =
R —EZREF_A-F+\HZHX
742,000,000 7T ([E=2I8H]) =
ZTRF=ZA=F+—BZEINASE
2,000,000 7T —ETRHFMNA=+THZ
Bl 2 AK€ 1,000,0008 7T - AR AR
HRTER([HED 7 - TRE—FHA
TNHFEERBBA -

ARABERE—HBHARE-_HIHE S
BIME 2,250,000 7T & 3,000,000/ 7T °
B AR2FAREZIHAT R H
2,000,000 7T » IRIBMW T - AR E
KeeBITEN & E S B = 5 FE FE B 55
BRELR  ZURREBEZ2AERET
REZ2HANEE  ZELAeREEHK
BUMSENMKENEZTRECSEREEZES
BEERL
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 31 DECEMBER 2005

19. CONVERTIBLE NOTES (Continued)

The maturity date for the convertible note is the second
anniversary date of its issue. The conversion rights could
be exercised after a period 12 months from the respective
dates of issue of the convertible notes and each conversion
shall be in the integral multiples of HK$2,000,000.

On 18 November 2004, the Company and the Subscriber
entered into a supplemental agreement pursuant to which
the maturity date of the convertible note was extended and
the repayment of the outstanding amount was re-scheduled.

Pursuant to the supplemental agreement, subject to the
exercise of the conversion rights by the Subscriber on any
principal outstanding amount of the convertible note, the
Company should on 30 November 2004 (“First Maturity
Date”), repay part of the principal outstanding amount of
the convertible note in the sum of HK$2,000,000 and
HK$250,000 on the account of the interest accrued on the
convertible note up to the First Maturity Date. The remaining
principal outstanding amount of the convertible note shall
then be repaid by four instalments by way of four post-
dated cheques (“Cheques”) dated 31 December 2004
(“Second Maturity Date”), 28 February 2005 (“Third Maturity
Date”), 31 March 2005 and 30 April 2005 in the sum of
HK$3,000,000, HK$2,000,000, HK$2,000,000 and
HK$1,000,000 respectively which were delivered to the
Subscriber on the First Maturity Date.

The Company repaid in the sum of HK$2,250,000 and
HK$3,000,000 on the First Maturity Date and Second
Maturity Date respectively. However, the Company failed to
repay the sum of HK$2,000,000 on the Third Maturity Date.
Pursuant to the supplemental agreement, if the Company
fails to fulfil any of its obligations to repay or if any of the
Cheques is dishonored on its first presentation on the
respective maturity dates, all the outstanding principal
amount of the convertible note and all other sums payable
hereunder will become immediately due and payable, and
such outstanding principal amount of the convertible note
and such other sums shall be charged at default interest of
the rate of 15% per annum from the date of the same being
demanded until full payment thereof by the Company.
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AERES (£)

REE - ARAREMREAEIE281,2508
T E#% 47187508 T (W AR
4,912,0000m) 2 BBEEE-_TEZTRF+2A
—+—HMREE -

BNES
ZERAEEM - 2B RN EEBAKAE
838 -

BHE

REBELZHBEBEELHARHEAESE
([®HE2ETE]) - RESFTEBEREREHEN
O HBURKATE - REBRESR
g AEEREESAYIZEHEBS%W
AELRHEF - EEREBE Z2HRIUE A
1,000 T AR - Eig oMK BIB B REE
B REZE_ZZAFT+-HA=+—HLF
€ - W KRN 2 MR o

BEHAREABRATE  ASETEFRERIZTFA
ARARAEEMBETEBIAMEREE
REE - REE R HIZET E28%:"
R HPARRAREST20% B THHBETE
B RATPBRRNBEBASMISFERY - BIK
BIORKEEZDPIREIN - KXEEZ
BREBLEHZEZSHE -

il

SEBMRREHBET

NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 31 DECEMBER 2005

19.

20.

21.

CONVERTIBLE NOTES (Continued)

During the current year, the Company has repaid an amount
of HK$281,250 to the Subscriber and the remaining overdue
balance of HK$4,718,750 (approximately RMB4,912,000)
is outstanding as at 31 December 2005.

DUE TO A DIRECTOR
The amount due is unsecured, interest free and repayable
on demand.

RETIREMENT BENEFIT COSTS

The Group has arranged for its Hong Kong employees to
join the Mandatory Provident Fund Scheme (the "MPF
Scheme”), a defined contribution scheme managed by an
independent trustee. Under the MPF Scheme, each of the
Group (the employer) and its employees makes monthly
contributions to the scheme at 5% of the employees’ earning
as defined under the Mandatory Provident Fund legislation.
The contributions from each of the employer and employees
are subject to a cap of HK$1,000 per month and thereafter
contributions are voluntary. For the year ended 31 December
2005, no contribution was forfeited.

The Group’s subsidiaries incorporated in the PRC make
contributions to the basic old age insurance for the Group’s
local staff on a monthly basis pursuant to PRC laws and
regulations to a government agency based on 28% of the
standard salary set by the provincial government, of which
20% is borne by the Group and the remainder is borne by
the staff. The government agency is responsible for the
pension liabilities relating to such staff upon their retirement.
The Group accounts for these contributions on an accrual
basis.

The details of the pension contributions made by the Group
were as follows:

—eeEEF -—TINE

2005 2004

AREFT ARETT

RMB’000 RMB’000

RIREETEI SN z08 Contributions to retirement schemes 764 575
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For the year ended 31 DECEMBER 2005

22. BEAREBERE 22. SHARE CAPITAL AND SHARE OPTIONS
(a) B (a) Share capital
B & [ERES [EIRE]
Number Nominal Nominal
of shares value value
BT ARE
HK$ RMB
BRERAR Authorised share capital
(§8%0.05%5 1) (HK$0.05 each)
“EEPR-_ETRHE As at 31 December 2004
+ZA=+—B&%% and 2005 1,200,000,000 60,000,000 63,624,000
BETIHRE2KRAE Issued and fully paid
(83%0.05% 7T) (HK$0.05 each)
—ETEME-TTREF As at 31 December 2004
+-RA=1+—H&%E and 2005 400,000,000 20,000,000 21,208,000
(b) UABRAGEEZBBRETE (b) Equity-settled share option scheme

BE-_ZT-—F+—-A+ABARAER
mE R 8 (TR BUERT &) - &
REBEEZBRES N2 EERE
ARABR - 2NMECHEREER (BRE
F) URAEEzEHEFTSRAR
ZREGRE  RAKEERMLER
MEMAL - AREBRET SR EAM
BRBIAEBELMHARERZAA
BRERERRMA THITZEBERD
HERRE  BATEBECSRITRNZ
30% ([t &IRE]) - % BRE B P
R EENERENE RS MR EL
BETSBETE ABERHERS
RE - BETNFEBUATREE()VRER
BIRRZ A R B O T ER ¢ (i)
BHZRAETIERRIRRRENTY
W ERE  (iINEERZREZREE
8 o

Annual Report 2005 # #&

Pursuant to the share option scheme of the Company
adopted on 19 November 2001 (the “Share Option
Scheme”), the Company may grant options to the
participants of the Share Option Scheme to subscribe
for shares of the Company. The participants include
any employees (including directors) and certain other
persons who, in the sole discretion of the board of
directors or a duly authorised committee thereof (the
“Board”), have contributed to the Group. The overall
limit on the number of shares which may be issued
upon exercise of all options to be granted and yet to
be exercised under the Share Option Scheme and other
share option schemes must not, in aggregate, exceed
30% of the shares in issue from time to time. Any
option granted under the Share Option Scheme may
be exercised at any time during a period which shall
not be more than ten years after the date on which the
option is granted. The subscription price will be
determined by the Board and will not be less than the
highest of (i) the closing price of the shares quoted on
the GEM on the grant date, (ii) the average closing
price of the shares quoted on the GEM for the five
business days immediately preceding the date of grant
and (iii) the nominal value of the shares on the date of
grant.
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NOTES TO THE FINANCIAL

STATEMENTS

For the year ended 31 DECEMBER 2005

22. SHARE CAPITAL AND SHARE OPTIONS (Continued)

(b) Equity-settled share option scheme (Continued)
Details of specific categories of options are as follows:

ZEA REAH ) E Rcd TEE
Grantee Date of grant Vesting period Exercise period Exercise price
B
HK$
FEREERAMAT ZEEZFRA-T-B ZEE-ZFHA-T-HE ZCZTE-4RA-t-HZ 2.35
ZEERFERAZT-H ZZTLERA=TH
Directors and 31 May 2002 31 May 2002 - 31 May 2002 -
employees and others 31 May 2006 30 May 2007
EfAT ZEEZE\ATAH TER “EEZEN\ATAEE 2.03
ZZZ+EN\ATRA
Others 16 August 2002 N/A 16 August 2002 -

FARTEBBRESBOT ¢

15 August 2007

year are as follows:

Details of the share options outstanding during the

—EERF —_ZTEMF
2005 2004

ik B INHEF g

BREHE TEE BRRESA 1TEE

Weighted Weighted

average average

Number of exercise Number of exercise

share options price  shares options price

-y BT

HK$ HK$
FEMERITE Outstanding at the
beginning of the

year 32,100,000 2.32 34,700,000 2.32

FRERB Lapsed during the year (1,500,000) 2.35 (2,600,000) 2.35
FERERITE Outstanding at the

end of year 30,600,000 2.32 32,100,000 2.32
FERATE Exercisable at the

end of the year 23,700,000 19,050,000
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22. RERBRE (&)

(b)

URAZEE 2 BRESE (&)
FHlERESEN ST -_FRA=T
—BRZBEZZFNATABMIBT
ZREHD R T & &K A 227,600,000
B(ZZEZWM4F: 29,100,000 ) &
3,000,000 (ZZZ M4 : 3,000,000
M) Bk o

RZEE-_FRA=ZF+—HEHZ
27,600,000/ i B 1T (B R/ T M%2.35
BT 2HERETELBRITEFA
7(#25% - R—ZEZT_FN\A+ 8K
i 2 3,000,000 % it # & % 2.03%
7T o AEIRIRHRATE o iR B BER AR
S FeRiERT BERE -

RER B ARITE B IRER INE T 19 5 88
AHFEH143F (ZTZTWF : 2.36
F) RZEERF  TERHERE
(ZEZMF : &\) o

BEARBZZEE—F+—A+NBE
M EIRERE - TIARAREERA
REARBEREECSE Ty BB
ZHERERREEER  ZFERETIA
BT ZREETEERA

NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 31 DECEMBER 2005

22. SHARE CAPITAL AND SHARE OPTIONS (Continued)
(b) Equity-settled share option scheme (Continued)

The above options comprising 27,600,000 (2004:
29,100,000) and 3,000,000 (2004: 3,000,000)
underlying shares were granted at consideration of
HK$1 each grantee on 31 May 2002 and 16 August
2002 respectively.

The exercise price of 27,600,000 share options granted
on 31 May 2002 is HK$2.35 per share. Such options
are exercisable to the extent of 25% of the options
granted to each grantee every year after the date of
grant. The exercise price of 3,000,000 share options
granted on 16 August 2002 is HK$2.03 per share and
such options can be exercised since granted. Options
granted to the employee will be forfeited if the
employee leaves the Group.

The options outstanding at the end of the year have a
weighted average remaining contractual life of 1.43
years (2004: 2.36 years). In 2005, no options were
granted (2004: Nil).

Pursuant to the Company’s Share Option Scheme
adopted by the Company on 19 November 2001, the
following directors of the Company have personal
interests in options to subscribe for ordinary shares in
the Company of HK$0.05 each which have been
granted to them at consideration of HK$1 each grantee

as follows:
R=—ZFLF
+=A=+-8
1B 15 58 AR 8 e R
TEZROEAE
Outstanding
BRITEE number of share
BE=E REBH Exercise price under option as at
Name of director Date of grant per share 31 December 2005
HRBEE ZEZZFRAA=1+—H 2.358 7T 2,000,000
Mr. Chin Ying Hoi 31 May 2002 HK$2.35
AEELRE —ETE-_FHA=+—H 2.358 7T 700,000
Mr. Liu De Fu 31 May 2002 HK$2.35
TREFRAE —ET-FAA=+—H 2.35% T 1,000,000
Mr. Li Sui Yang 31 May 2002 HK$2.35
3,700,000

Annual Report 2005 # #&



B 35 #R 3R MY &

NOTES TO THE FINANCIAL

STATEMENTS
BE_ETEERAFT+-A=1+—HLEFEE For the year ended 31 DECEMBER 2005
23. #B 23. RESERVES
£8
Group
(BHEE)/
-RiE bE%R ZiHE  RFRSR
REiEH RN B¢ Ef B ) ait
(Accumulated
General ~ Enterprise  Cumulative loss)/
Share Capital reserve expansion exchange retained
premium reserves fund fund difference earnings Total
AREFT  ARETR  ARETT  AREFR ARETT  ARETT  ARETR
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
“TEME-F-BHE A1 January 2004 1476 6,304 2870 143 9) (7,189) 4887
HEEER Foreign exchange
adjustment - - - - 2 - 2
REELEE Loss affributable to
shareholders - - - - - (35,601) (35,601)
ZESRETZA=1-H At 31 December 2004
0% 1476 6,304 2,870 1,435 (7) (42,790) (30,712)
MEEER Foreign exchange
adjustment - - - - 7 - 7
RREEET Profit atiributable to
shareholders - - - - - 1,283 1,283
ZEERETZAST-A At 31 December 2005
it 1476 6,304 2,870 1435 - (41,507) (29,422)
AH
Company
I A 84 EEiR 1] 2HER CE
Share Merger  Accumulated
premium reserve losses Total
ARETT  AREFTT  ARETT  ARETR
RMB’000 RMB'000 RMB’000 RMB'000
“ZIME-A-ABE At 1 January 2004 1,476 23,996 (20,585) 4,887
REEGER Loss attributable to
shareholders - - (35,599) (35,599)
“TTMFEFTZA=T—HHE At 31 December 2004 1,476 23,996 (56,184) (30,712)
BREGER Loss attributable to
shareholders - - (3,082) (3,082)
“ETHREFTZA-T-HHE At 31 December 2005 1,476 23,996 (59,266) (33,794)
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hmEARKMBEBEARTI Y FAT @ EER
FREBEENERLERAER EL R
R REERBRREESZSBRELRE
EARPEKZCENSFERREBITB
MA([REETER ] RENETERES -
BRI BERTRE SR FFERRIRE
TEERE  BFEEE:  CEEEESHN
BITRERENES ZEHREZTHANET
g ERF#EBESHSIRTBERREE
FIE10% - BEES  CY¥BRESNBT
BEHLEAESHRENERESARESS
FORTEH#ET - RELASKEBERILER -
AR BHIBEREBEER - PERRE
EeRBEMERIAER  TRRERER -
BTHRERENESEEE ARETAEL
BHEEIERBEN  MBRZEBEESEN
WEETRALEEE - BIHBRENE
CEASENTREERTAZHER -
THREREE -

ERERTMEEREES TR AR AR
FEERR  EFEFNEERNEER
T CEERESMB T RERENAAL
RIEREER -

AEBzAHRBIENANFREEEER
B RO EITHRAARBHE QR 2K
MZEEARENBRARNERZFEEZ
EH o
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23. RESERVES (Continued)

Jian-O’Yuan, Beijing Jian ePayment and Wuhan Jian
ePayment are subsidiaries incorporated in the PRC. These
subsidiaries have to follow the laws and regulations of the
PRC and its Articles of Association in setting up certain
reserve funds. They are required to provide for certain
statutory funds, namely, general reserve fund, enterprise
expansion fund, staff and workers’ bonus and welfare fund
which are appropriated from net profit after taxation but
before dividend distribution based on their statutory
accounts prepared in accordance with the accounting
principles and relevant financial regulations applicable to
enterprises established in the PRC (the “PRC GAAP”). These
funds are created for specific purposes. The appropriation
of the general fund reserve is no less than 10% of the net
profit after taxation and appropriations to enterprise
expansion fund and staff and workers’ bonus and welfare
fund are at the discretion of the directors of the respective
subsidiaries. The general reserve fund can only be used,
upon approval by the relevant authority, to offset
accumulated losses or increase capital. The enterprise
expansion fund can only be used to increase capital upon
approval by the relevant authority. The staff and workers’
bonus and welfare fund can only be used for special bonus
or collective welfare of its employees, and assets acquired
through this fund shall not be treated as assets of the Group.
Staff and workers’ bonus and welfare fund are charged to
expenses as incurred and recorded as a liability in the
balance sheet under Hong Kong generally accepted
accounting principles.

When the statutory reserve fund is not sufficient to
compensate for any losses of the above subsidiaries from
previous years, current year net profit shall be used to
make good for the losses before allocations are set aside
for the general reserve fund, enterprise expansion fund or
staff and worker’s bonus and welfare fund.

Merger reserve of the Company represents the difference
between the nominal value of the ordinary shares issued
by the Company and the net asset value of subsidiaries
acquired through an exchange of shares pursuant to the
Group reorganisation in previous year.
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 31 DECEMBER 2005

23.

24,

RESERVES (Continued)

Under the Companies Law of the Cayman Islands, share
premium and merger reserve are distributable to
shareholders, subject to the condition that the Company
cannot declare or pay a dividend, or make a distribution
out of share premium, capital reserve and merger reserve
if (i) it is, or would after the payment be, unable to pay its
liabilities as they become due, or (ii) the realisable value of
its assets would thereby be less than the aggregate of its
liabilities and its share capital account.

DEFERRED TAXATION

Deferred taxation is calculated in full on temporary
difference under the liability method using taxation rates
applicable to the companies comprising the Group.

CEREFERE Temporary differences are mainly arising from:
—EEHRE —ZZTNF
2005 2004
AR¥Frr AREFT
RMB’000 RMB’000
B BARZ Accumulated losses of
2itisE some of its subsidiaries 21,582 17,655
FEBKXRE Impairment loss on inventories - 5,666
B 5 & H WK Impairment loss on trade
BRRBE and other receivables 13 15,851
BETE&EEBXRE Impairment loss on fixed assets 28,448 32,639
Hit Others 61 136
50,104 71,947

AEREPRECECRECHIBEESREN
T

The potential deferred tax assets not provided for in the
accounts amounted to:

—®EEF -—TTIME
2005 2004
AR®FrT ARETFT
RMB’000 RMB’000
HOMEBAF 2 Accumulated losses of some of

2 EE its subsidiaries 7,122 5,826
FEBEXRE Impairment loss on inventories - 1,870

B 5 & E WK Impairment loss on trade and other
BERRE receivables 4 5,231
BEEEEBRRE Impairment loss on fixed assets 9,388 10,771
Hi Others 20 45
16,534 23,743
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25.

STATEMENTS
E_ETEETARF+T-_A=+—HLEE For the year ended 31 DECEMBER 2005

EERIE (&) 24. DEFERRED TAXATION (Continued)
REEBERA  UESANRBHELTH At the balance sheet date, there were no material
BEE AR THEHERES ATEERF unprovided deferred tax liabilities. Deferred tax assets
5 MzANGRTARERE AR - AT arising from above temporary differences have not been
REMREREREENBETCHBEERY recognised as it is uncertain that future taxable profit will
TR o be available against which the temporary differences can

be utilised.

RZEZRAFT+_A=+—HAREBHZEL The expiry date of the deferred tax assets not provided as

MIEEEIMANT : at 31 December 2005 is as follows:
—EEHE —TTNF
2005 2004
AREFT AREFT
RMB’000 RMB’000
—E=F5HH Expire in 2-3 years 1,812 306
= E Y4 2| 5 Expire in 3-4 years 3,836 1,506
MMz f R Expire in 4-5 years 1,473 4,014
A No expiry date 9,413 17,917
16,534 23,743

EiE 25. COMMITMENTS
(a) ERABRER—BHPELIRZERKE (a) Capital commitments in relation to investment in a
PRC company:

—ETHE —TTME
2005 2004
AREFT AREFIT
RMB’000 RMB’000
BENEREE Contracted but not provided for 24,000 28,200
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(a)

EERER—HBEPELRAZEREKE
(%)

RZEEMFE=A=+=H ' AR Tﬁ
RETAXRBEEREEREAAD
(TREARDETNL T ik ([haE )o
B REARETTFARIRET
AHRXBEHBEERERQAA ([HER
BEK])BEEARA—REBEARYE
40,000,000 E AR FEFIEE
¥ MARANEZEFAFRELSB
(FE) B ERERA A ([EL
ﬁD%MﬁéﬁﬁAE%%zmomﬁ
WA REEARCRERBER
m%%ﬁoim~¢ GIEEWE YN
VxS ((MamEl) - eI
BETHBR BEEAGE  ELXPE
EgAREHE ARE24,000,0007T 2

TR RBEABRZEZRBEH
60%#Em - EHAER-_ZTTHF+-A
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 31 DECEMBER 2005

25. COMMITMENTS (Continued)
(a) Capital commitments in relation to investment in a

PRC company: (Continued)

On 22 March 2004, the Company entered into an
with  Wuhan
Transportation Group Company Limited (B2 & H£ %

EEABEREMEARF) (“Wuhan Transportation”).
Pursuant to the Agreement, a subsidiary of Wuhan

agreement (“the Agreement”)

Transportation, Wuhan Traffic IC Card Management
Limited (“Wuhan Traffic”), will be restructured to
become a Sino-foreign equity joint venture in the PRC
with registered capital of RMB40,000,000 and Jian
ePayment (China) International Holdings Limited (“Jian
ePayment (China)”), a wholly owned subsidiary of the
Company, will subscribe 70% equity interest in Wuhan
Traffic after the restructuring by cash contribution of
RMB28,200,000. During the current year, the Company
entered into a supplementary agreement (“the
Supplementary Agreement”) with Wuhan Transportation
to revise certain terms of the Agreement. Pursuant to
the Supplementary Agreement, Jian ePayment (China)
will only subscribe 60% equity interest in Wuhan Traffic
after the restructuring by cash contribution of
RMB24,000,000. The restructuring was approved by
the relevant PRC government authority on 6 December
2005 and will be completed pending the issuance of
the revised business license. At the balance sheet
date, the payment of subscription has not yet been
made by the Group.

(b) Commitments under operating leases
At 31 December 2005, the Group had future aggregate
minimum lease payments under non-cancellable

ZEREEENREENT operating leases as follows:
WABTF
Land and buildings
—EERF -—TTNF
2005 2004
AR TR AEETRT
RMB’000 RMB’000
—F AR Not later than one year 394 168
“ERFUR Later than one year and not
later than five years - 103
394 271
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(b)

REMERE (B)
AEBAEEHEREMRRE  ZF
HERFENAM—E2=F YAER
DHBEAARERED - ZFHELE
BREAEHRE

26. REE

(a)

FA - ARARIRGEEBERTERES
ZEEeE (R EXME19 - REA
Bine BERABESHEINFRE
15EZEE - BEFERT REALD
ASEHETWENES SR E 2 REES
# © 389,000/ 7T (#1 A K% 405,000
o) ZE B RAR M B mREE -

REE R —REMARE87,0007T &
NESERREZFAZEA - BAE
BEYZERECRR DR B®RE
fEH AR#695,000c 2 #fE - MAR
#292,0007C Bl M AR R BT B R B4R o
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 31 DECEMBER 2005

25. COMMITMENTS (Continued)

(b)

Commitments under operating leases (Continued)
The Group leases plant and office premises under
operating leases. The leases typically run for an initial
period of one to three years, with an option to renew
the lease when all terms are renegotiated. None of the
leases included contingent rentals.

26. CONTINGENT LIABILITIES

(a)

During the current year, the Company had failed to
follow the repayment schedule of convertible notes as
described in Note 19 above. According to the
agreement, a default interest rate of 15% per annum
is chargeable on the outstanding amount. The directors
advise that the subscriber has verbally agreed not to
charge the outstanding amount at the default interest
rate. A default interest of HK$389,000 (approximately
RMB405,000) has not yet been provided in the financial
statements.

The Group is a defendant in a lawsuit claiming the
unpaid rental expenses amounting to RMB987,000. A
provision of RMB695,000 for claims had been made in
the financial statements for the Group’s exposure to
this claim and RMB292,000 has not yet been provided
in the financial statements.
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STATEMENTS
BE_ETEERAFT+-A=1+—HLEFEE For the year ended 31 DECEMBER 2005
27. ERBALR S 27. RELATED PARTY TRANSACTIONS
(a) BABEBABREBAR (a) Name and relationship of related parties
B AR B2 BB 5 B R
Name Relationship with the Company
TREEEXEEERAA HREEERERE X T HEHEF100%EH # 2 2 A
(MERELZEX])
Beijing Jian Enterprise (Group) Co. Ltd. A company 100% ultimately owned by Mr. Chin Ying Hoi and
(“Beijing Jian Enterprise”) Ms. Ya Zhen Quan, the shareholders of the

ultimate holding company

EREEMROEARAA ([EEREK]) It REEEEFBBO%L FAA
Beijing Jian-Tech Co. Ltd. (“Jian-Tech”) 80% owned subsidiary of Beijing Jian Enterprise

REZELREERARAR ([RREEL]) RZZEERFT - ATHRARIREEZEXREE88%Z
FRA REIRELEEXCLELZSHR
Wuhan Jian Economic Development Being 88% owned by Beijing Jian Enterprise before
Co., Ltd. ("Wuhan Jian”) 15 November 2005 and the equity was disposed of
by Beijing Jian Enterprise thereafter

LIRELRREAEERLA ([EREE]) EEMRFEE2%Z FAT
Beijing Huapu International Plaza 52% owned subsidiary of Jian-Tech
Co., Ltd. (“Beijing Huapu”)

ERELTHBEEARAR HEBEERIRE2L T HEEF100%EF# 2 A F)
Qingdao Huapu Business Union Building A company 100% ultimately owned by Mr. Chin Ying Hoi and
Co. Ltd. ("Qingdao Huapu”) Ms. Ya Zhen Quan
BOELVRAEERERLDA LIRELEXFEH20%Es
(FeREA A
Haikou Huapu Lide Parking Being 20% owned by Beijing Jian Enterprise

Management Co. Ltd.
(“Haikou Project Company”)

BEREEFERASKBROA FERRFAH20% # &
(TEBBARA])
Weihai TianChuang Electronic Being 20% owned by Jian-Tech

System Co., Ltd.
(“Weihai Project Company”)
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BHBAEE
Name

NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 31 DECEMBER 2005

27. RELATED PARTY TRANSACTIONS (Continued)
(a) Name and relationship of related parties (Continued)

B2 BRI 5 B R
Relationship with the Company

HEERESFREERARAA
(ITEEmBERAD

Yichang Wuhua Electronic Parking
Management Co., Ltd.
(“Yichang Project Company”)

EEBMEE)ARQT
([REELBH])

Huapu Supermarket (Wuhan) Co. Ltd.
(“Wuhan Huapu Supermarket”)

FPEEFHEERBAREEER DA
(TEBmBERAAL)

Shanghai Bai Yu Lan Intelligent
Transportation System
Management Co., Ltd.
(“Shanghai Project Company”)

EtREEERAEEZRERARLA
(MHEREBRRA)

Beijing Huapu Roadside Parking
Facilities Construction and
Management Co., Ltd.

(“Beijing Project Company”)

RETMEELEERARAA
(RVEBEBRA])

Wuhan Parking Operating Management
Co., Ltd. (“Wuhan Project Company”)

Annual Report 2005 # #&

REEERAH20%

Being 20% owned by Wuhan Jian

IEREEEXTFH64% .

Being 64% owned by Beijing Jian Enterprise

LERELZEXRFAEHA0% 2 E S

Being 40% owned by Beijing Jian Enterprise

LR B H80% 2 i

Being 80% owned by Jian-Tech

RZELEFEA%Z ER

Being 49% owned by Wuhan Jian
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(b)

EXBABXS

BRIA L1 0k B BIBE W EE S - SR B 2R
BABWTHRESR/UALEFAETA
MIRFETHERRS

() REBEBITHEHEN  RHEX
REARBEXZEETEAK

NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 31 DECEMBER 2005

27. RELATED PARTY TRANSACTIONS (Continued)
(b) Significant related party transactions
Save as disclosed elsewhere in this set of accounts,
the Group had the following material transactions with
related parties, which the directors considered were
in the normal course of business:

(i) Sales of hardware and software, provision of
systems integration services and transaction

A levies:
—EERE _—_ZTTNHF
2005 2004
AR®FrT AREFT
RMB’000 RMB’000
HOIEE A A Haikou Project Company 112 136
=L BERENG Guangzhou Project Company - 284
EBIEE A A Weihai Project Company 33 24
HEIEE AT Nanning Project Company - 15
HEBERAHA Yichang Project Company 28 28
REELHET Wuhan Huapu Supermarket - 19
IERIEEAF Beijing Project Company 32 66
- BERENG) Wuhan Project Company 2,554 3,453
BB RAE Shanghai Project Company 1,316 -
4,075 4,025

(i) HEEER (i) Sales of smart cards:

“2THEF —TINF
2005 2004
AREFE ARKFT
RMB’000 RMB'000

BHOIEE A Haikou Project Company 154 154
EEIEE A A Weihai Project Company 59 10
HEEHEEAH Yichang Project Company 53 -
LEBBERAA Shanghai Project Company 2 -
It RIBEEAE Beijing Project Company 267 93
HZEIEEB QA Wuhan Project Company 256 163
REELHEM Wuhan Huapu Supermarket - 71

791 491
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 31 DECEMBER 2005

27. RELATED PARTY TRANSACTIONS (Continued)

(b) Significant related party transactions (Continued)
(iii) Operating leases rentals paid/payable to:

he
—EERE _—ZTTNF
2005 2004
AREFT AREFT
RMB’000 RMB’000
b REE Beijing Huapu 274 620
HxE =X Chin Ying Hoi, a director 31 382
305 1,002

(iv) MEAT AL R R 2 R (B 5 18 33

(iv) Reversal of impairment loss on receivables from:

@ :
—EEHE —TTNF
2005 2004
AREFT AREFT
RMB’000 RMB’000
B8IE B A Weihai Project Company 2,405 -

(v) MATALTEEFZBERRE :

(v) Impairment loss made for receivables from:

—ETHE —TTNF

2005 2004

AR®FrT ARETFT

RMB’000 RMB’'000

BOIEE A A Haikou Project Company 208 -

(c) EREBABZRM
EENHEMIEEEABRFAZHE

(c) Compensation of key management personnel
The remuneration of directors and other members of

UM key management during the year was as follows:
—e®EF -—TTNE
2005 2004
AR¥Trr AREFT
RMB’000 RMB’000
EFwe Directors’ fees 779 280
e EBREWAZ Salaries, allowances and benefits in kind 2,161 1,533
R B R Retirement scheme contributions 167 108
3,107 1,921
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 31 DECEMBER 2005

27. RELATED PARTY TRANSACTIONS (Continued)

(d) PEAEEALTEREE (d) Balances with related parties
-3 AF
Group Company
—g¥EE  -TIME  -§REE  SINF
2005 2004 2005 2004
ARETRT  AREFTT  AREFRT  ARKTR
RMB’000 RMB'000 RMB’000 RMB’000
RHEYEE BT Balance from trading activities
BEERYRN - Included in trade receivables:
- BREAAF - Haikou Project Company 208 46 - -
- BEEEDH ~ Weihai Project Company 682 2,492 - -
- HEBHDH - Yichang Project Company - 4,341 - -
- AREBAF - Beljing Project Company - 60 - -
- REBEDA ~ Wuhan Project Company - 51 - -
890 6,990 - -
WEEE Provision for impairment (889) (6,775) - -
1 215 - -
BREEESREMBENI - Included in trade and other payables:
- AREEAF - Beljing Project Company 46 - - -
- BEEEDH ~ Weihai Project Company 2 - - -
48 - - -
BEEERER Included in deposits from
customers;
- L§EBEDH - Shanghai Project Company 605 - - -
el NG Due from a related company:
- IRELEXE - Beijing Jian Enterprise 20 20 - -
[N —HERAR Due to a related company:
- FEHR - Jian-Tech 10 209 - -
- IRELEXE - Beijing Jian Enterprise - 300 - -
10 509 - -
R REZERAR Due to the ultimate holding company - 1,099 - -
[ENES Due to a director
- gxk - Chin Ying Hoi (6,314) (5,305) (5,205) (5,305)
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27. EBRBALRG (&) 27. RELATED PARTY TRANSACTIONS (Continued)

(d) BEE:7ERER (48)
R-ZETRFT-_A=1+—H " BYEE
O B IR B A B 3R SRR EAE 1 55
EZRBARXGHBBETENRA
ZHARTEE  EERBEE - B
FOAY EAE T REZAEMER -

PR EL % B A A A A BE Bt S R Y AR
ERARMFAS TR - EEREE
B RFBEYEE TR EME
xR e

28. MBEERAK

AEBNEBAXZBYBRER - SNER
g FEER - EERRERBDESRR o
AEBENBRERRE IR IHESRTIFH
EADAIE - ERNBERIANEE 2 HBR
BSMELAETE -

AEBEEERREERARCTH  KEH
AEBEEENRETAE  UHERNFE
R - BRERSEEREEESNE
i o ARBARERRMERZEREAE
BASZBBRFT  SHWT

S LB
FRAREIRETEEERY X5
BUARBREE  TEARERIMERR -
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(d) Balances with related companies (Continued)

As at 31 December 2005, the amounts due from Haikou
and Weihai project companies were derived from the
sales of software and hardware, provision of systems
integration services and transaction levies. The
balances were non-interest bearing and were repayable
on demand. No guarantees have been given or
received.

Balance with related companies and the ultimate
holding company from other activities were non-interest
bearing and repayable on demand. No guarantees
have been given or received.

28. FINANCIAL RISK MANAGEMENT

The Group’s activities expose it to a variety of financial
risks: foreign currency risk, interest rate risk, credit risk
and liquidity risk. The Group’s overall risk management
programme focuses on the unpredictability of financial
markets and seeks to minimise potential adverse effects
on the Group’s financial performance.

Risk management is carried out by the management of the
Group. They identify and evaluate financial risks in close
co-operation with Group’s operating units to ensure that
appropriate measures are implemented in a timely and
effective manner. Details of the policies applied by the
Group to mitigate these risks and the Group’s risk exposures
are set out below:

Foreign currency risk

The Group mainly operates in the PRC with the transactions
settled in RMB principally and did not have any significant
exposure to foreign exchange risk during the year.
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NOTES TO THE FINANCIAL
STATEMENTS

For the year ended 31 DECEMBER 2005

28.

29.

30.

FINANCIAL RISK MANAGEMENT (Continued)

Interest rate risk

The Group’s income and operating cash flows are
substantially independent of changes in market interest
rates as the Group has no significant interest-bearing
assets. The Group’s exposure to changes in interest rates
is mainly attributable to its convertible notes. The variable
rate of the convertible notes expose the Group to cash
flow interest-rate risk. Details of the convertible notes have
been disclosed in Note 19.

Credit risk

The Group's credit risk is primarily attributable to trade and
other receivables. Management has a credit policy in place
and the exposures to these credit risks are monitored on
an ongoing basis.

Liquidity risk

The Group is exposed to liquidity risk. At 31 December
2005, the liabilities of the Group exceeded its assets by
RMB8,214,000. The maintenance of the Group as a going
concern is wholly dependent on the future improvement of
the Group's profitability and cash flows from its operation
and the availability of continuous funding from the directors,
the convertible notes holder and the potential investors as
described in Note 2(a) above.

ULTIMATE HOLDING COMPANY

The directors of the Company consider Union Perfect
International Limited, a company incorporated in the British
Virgin Islands, to be the ultimate holding company. This
entity does not produce financial statements available for
public use.

APPROVED OF ACCOUNTS

The accounts were approved by the board of directors on
28 March 2006.
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FINANCIAL SUMMARY

mearEE CONSOLIDATED PROFIT AND LOSS ACCOUNTS
(UARBTFTar) (Amounts expressed on thousands of Renminbi)
BE+-HA=+t—BLEE
Year ended 31 December
—EE-F —EE=F —ERENF —ETRF
2002 2003 2004 2005
EER Turnover 60,688 3,407 8,173 15,948
mEFE, (B18) Operating profit/(loss) 23,957 (51,555) (37,936) 1,357
RS ON Subsidy income 1,620 1,416 2,950 287
B U A Interest income 112 116 7 141
FMEZH Interest expenses (1,308) (1,105) (622) (376)
BRELATRA, (EE) Profit/(loss) before taxation 24,381 (51,128) (35,601) 1,409
HIA Taxation - - - (126)
BREEBRMBADERE  Profit/(loss) after taxation
BamAnaF, (BE) but before minority

interests 24,381 (51,128) (35,601) 1,283
PERRER Minority interests (45) - - -
B SRR m ) (5 18) Profit/(loss) attributable

to shareholders 24,336 (51,128) (35,601) 1,283
REEEARER CONSOLIDATED BALANCE SHEETS
(UARSTFTEr) (Amounts expressed on thousands of Renminbi)

R+t-—A=+-—A8
As at 31 December
—EEF —EE=F —EENF —EERF
2002 2003 2004 2005

EEEE Fixed assets 57,466 38,906 8,130 2,682
EES Goodwill 1,568 - - -
FRE (AR EE Net current (liabilities)/

assets 28,801 (12,811) (12,329) (10,896)
LERRER Minority interests - - - -
BE/ (8B F#E Total assets less current

liabilities 87,835 26,095 (4,199) (8,214)
BEaKIR Representing:
EHEE Non-current liabilities 10,611 - 5,305 -
% A Share capital 21,208 21,208 21,208 21,208
1 Reserves 56,016 4,887 (30,712) (29,422)
% 3R 5 Shareholder’s equity 87,835 26,095 (4,199) (8,214)
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3. BEAFENN URBEFSEITHER
W o

4. UBRHZEBEEA  ZRIMNBEBTIESR
REBRE  BERALER:

EEE

(A) EXRBRRC)BEORFT - RIEFEH
BRZMERARCEIFER (TAIZR])
#rEmAAD (TRIER EMHRA) -
EEERGHAERTNESZES BB
(EERTX)RITERR—IES
ADES - 81T - BRIBARIRAH Z @I
Bfn (BREH R - A2 A B AR
g BMIRAFGEIREURE - MEA
T/TH AIEMMEBERDR - BUARE
P 3 &P 10 & =) B0 AT R 80 B 4D BR
5N - AR RE B KGR A BEBITRE
REENZER - Bk BIE

NOTICE OF ANNUAL GENERAL
MEETING

NOTICE IS HEREBY GIVEN that the annual general meeting of
the members of Jian ePayment Systems Limited (the “Company”)
will be held at Unit 102, 1/F, Crocodile House |, 50 Connaught
Road Central, Hong Kong on Friday, 28 April 2006 at 11:00 a.m.
for the following purposes:

1. To receive and consider the audited consolidated financial
statements and the reports of the directors and auditors for
the year ended 31 December, 2005.

2. To re-elect the retiring directors, namely Mr. Yang Guo Wei
and Mr. Qu Xiao Guo and to authorize the board of directors
to fix all the directors’ remuneration.

3. To re-appoint auditors of the Company and to authorize the
board of directors to fix their remuneration.

4. To consider as special business, and if thought fit, pass,
with or without amendments, the following resolution as an
ordinary resolution of the Company:

“THAT:

(A) subject to paragraph (C) of this resolution, pursuant
to the Rules Governing the Listing of Securities on the
Growth Enterprise Market (“GEM”) of The Stock
Exchange of Hong Kong Limited (the “GEM Listing
Rules”), the exercise by the directors of the Company
during the Relevant Period (as hereinafter defined) of
all the powers of the Company to allot, issue and deal
with (otherwise than by way of rights issue or pursuant
to the exercise of options granted under any of the
Company'’s share option schemes or any scrip dividend
scheme or similar arrangements providing for the
allotment of shares in lieu of the whole or part of a
dividend on shares of the Company pursuant to the
Articles of Association of the Company from time to
time) additional shares in the share capital of the
Company and to make or grant any offers, agreements
and options which would or might require the exercise
of such powers, be and is hereby generally and
unconditionally approved;
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NOTICE OF ANNUAL GENERAL
MEETING

(B)

the approval in paragraph (A) of this resolution shall
be in addition to any other authorization given to the
directors and shall authorize the directors of the
Company during the Relevant Period (as hereinafter
defined) to make or grant any offers, agreements and
options which would or might require the exercise of
such powers either during or after the end of the
Relevant Period (as hereinafter defined);

the aggregate nominal amount of share capital allotted
or agreed conditionally or unconditionally to be allotted
(whether pursuant to an option or otherwise) and issued
by the directors of the Company pursuant to the
approval in paragraph (A) above shall not exceed 20%
of the aggregate nominal amount of the issued share
capital of the Company at the date of the passing of
this resolution, and the said approval shall be limited
accordingly; and

for the purposes of this resolution, “Relevant Period”
means the period from the passing of this resolution
until whichever is the earliest of:

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

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

(iii) the revocation or variation of the authority given

under this resolution by an ordinary resolution of

the shareholders of the Company in general
meeting;

“rights issue” means the allotment or issue of
shares in the Company or other securities which
would or might require shares to be allotted and
issued pursuant to an offer made to all the
shareholders of the Company (excluding for such
purpose any shareholder who is resident in a
place where such offer is not permitted under the
laws of that place) and, where appropriate, the
holders of other equity securities of the Company
entitled to such offer, pro rata (apart from fractional
entittements) to their existing holdings of shares
or such other equity securities.”
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NOTICE OF ANNUAL GENERAL
MEETING

To consider as special business, and if thought fit, pass,

with or without amendments, the following resolution as an

ordinary resolution:

“THAT:

(A)

subject to paragraph (B) of this resolution, the exercise
by the directors of the Company during the Relevant
Period (as defined in resolution 4(D) set out in the
Notice of this Meeting) of all the powers of the
Company to repurchase the issued shares of the
Company on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) or any other stock
exchange on which shares in the capital of the
Company may be listed and which is recognized by
the Securities and Futures Commission of Hong Kong
and the Stock Exchange for this purpose, subject to
and in accordance with all applicable laws and the
requirements of the GEM Listing Rules or any other
stock exchange as amended from time to time, be
and is hereby generally and unconditionally approved;
and

the aggregate nominal amount of shares of the
Company which the Company is authorized to
repurchase pursuant to the approval in paragraph (A)
of this resolution during the Relevant Period (as defined
in resolution 4(D) set out in the Notice of this Meeting)
shall not exceed 10% of the aggregate nominal amount
of the issued share capital of the Company at the date
of the passing of this resolution, and the said approval
shall be limited accordingly.”
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NOTICE OF ANNUAL GENERAL
MEETING

To consider as special business, and if thought fit, pass,
with or without amendments, the following resolution as an
ordinary resolution:

“THAT conditional upon the passing of resolutions Nos. 4
and 5 (as set out in the Notice of this, Meeting), the
unconditional general mandate granted to the directors of
the Company and for the time being in force to exercise all
the powers of the Company to allot, issue and deal with
shares of the Company pursuant to resolution No. 4 (as set
out in the Notice of this Meeting) be and is hereby extended
by the addition to the aggregate nominal amount of the
share capital of the Company which may be allotted or
agreed conditionally or unconditionally to be allotted by
the directors of the Company pursuant to such unconditional
general mandate of an amount representing the aggregate
nominal amount of the share capital of the Company
repurchased by the Company under the authority granted
pursuant to resolution No. 5 (as set out in the Notice of this
Meeting), provided that such extended amount shall not
exceed 10% of the aggregate nominal amount of the issued
share capital of the Company at the date of passing this
resolution.”

As special business, to consider and if thought fit, pass
with or without any amendments, the following resolution
as an ordinary resolution:

“THAT the existing Scheme Mandate Limit in respect of the
granting of share options under the share option scheme
adopted by the Company on 19 November 2001 (the “Share
Option Scheme”) be renewed provided that the total
number of shares of HK$0.05 each in the capital of the
Company (each a “Share”) which may be issued upon the
exercise of all options to be granted under the Share Option
Scheme and any other share option scheme of the Company
must not exceed 10% of the Share in issue at the date of
approval of such renewal of the Scheme Mandate Limit.”

By Order of the Board of
Jian ePayment Systems Limited
Chin Ying Hoi
Chairman

RELER - ZEZERE=ZAZTNAA(E#BZ) Beijing, The PRC, Tuesday, 28 March 2006
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NOTICE OF ANNUAL GENERAL
MEETING

Notes:

1.

Any member entitled to attend and vote at the meeting shall be entitled to
appoint another person as his proxy to attend and vote instead of him. A
member who is the holder of two or more shares may appoint more than
one proxy to represent him and vote on his behalf at a general meeting of
the Company or at a class meeting. A proxy need not be a member. In
addition, a proxy or proxies representing a member who is an individual or
a member which is a corporation shall be entitled to exercise the same
powers on behalf of the member which he or they represent as such member

could exercise.

The instrument appointing a proxy and (if require by the board of directors)
the power of attorney or other authority (if any) under which it is signed, or
a certified copy thereof, shall be delivered to the Company’s branch share
registrar, Hong Kong Registrars Limited, Room 1712-1716, 17th Floor,
Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong not less
than 48 hours before the time appointed for holding the meeting or adjourned
meeting at which the person named in the instrument proposes to vote or,
in the case of a poll taken subsequently to the date of a meeting or
adjourned meeting, not less than 24 hours before the time appointed for
the taking of the poll and in default the instrument of proxy shall not be

treated as valid.

Delivery of an instrument appointing a proxy shall not preclude a member

from attending and voting in person at the meeting concerned and in such

event, the instrument appointing a proxy shall be deemed to be revoked.
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