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CHARACTERISTICSOF 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. I n particular, companies may list on GEM
with neither a track record of profitability nor any
obligation to forecast future profitability. Furthermore,
there may berisks arising out of the emerging nature of
companies listed on GEM and the business sectors or
countries in which the companies operate. Prospective
investor s 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 isa
mar ket more suited to professional and other sophisticated
investors.

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

The principal means of infor mation dissemination on GEM
ispublication on theinternet 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 websitein 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 of Asian Information
Resources (Holdings) Limited collectively and individually
accept full responsibility, includes particulars given in
compliance with the Rules Governing the Listing of Securities
on GEM of the Stock Exchange for the purpose of giving
information with regard to Asian Information Resources
(Holdings) Limited. The directors, having made all reasonable
enquiries, confirm that, to the best of their knowledge and
belief: (1) the information contained in this report is accurate
and complete in al 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.

U0 15 28 5 i AT WA 5] ([ 22 i 1) Al S sl
B (TRIZEM]) 2496

AR TS 2 AT W B BB 2 2w g g S —
T35 o JUICAEAIEMR Ll 2 4 R B4 A
RG> VAT AR AR A - BEA > FEA
Bl 2 2 v A vy TR B R N
o) 88 SR 2 AT SR B K AT B - A R
B2\ LY i A v Z WA B o M AR
3 R 25 AR O A B - SRR
M8 W P B Ul s 8 3 A SR AU £ ISR
B Ifb B4 o

RO B SEAR bl 2 24 w) JE UL BT - A6 A SEAR
T 2 07 T R A 18R A 7 AR O 2
RN 215 355 0 Bl MR BRE » I Oy 06 3 B st A
EMHERZELTHRRBEZNY -

AR RERE 2 2 O R 2 A T86 22 Pt 2 AR
Bt A E BRI o bl A W BEAE
A S T PR A K A B R TR o K
AREBEZ AN LR > 805 A B A
o DR LB AT A Z Wi R o

T 22 i A H o 2 WA A U > SRR
SRS RIS A BERAT TR > 3 WYL R A
TR 2 0 2 0 e A o A 1A 2 i 2 R £
T 5 A T 5 | B AT HR R AR A AT 34T -

AR (EIN AR ($2 ) A FR 2 7] 2% 3 3
WG ) A1 ) 7 4 2 0 25 A) 7% R Mg 52 e (A
SEARGRE 23 b iR A R SR 3 B R R B
(2 Je) A PR A Al 2 EERE o R A — U1 &
BRA AR R > WA R ¢ (DA
TR BRI 4% K O Th 4% J e g ek > H
JHE BB 5 (2) A o S S 2 R H Al B
5 S T AT T P A AR L 5 R ()AL P
FEZ VR AT REF RS R 8
o MDA A B 2 B U AR AR A o



Contents
H #x

Corporate Information

Chairman’s Statement

Management Discussion and Analysis
Directors and Senior Management Profiles
Report of the Directors

Report of the Auditors

Consolidated Income Statement
Consolidated Balance Sheet

Balance Sheet

Consolidated Statement of Changes in Equity
Consolidated Cash Flow Statement

Notes to the Financial Statements

»
a
s
ﬁ

H+
=
24
off

B B e % 4 A

ERE RN B

EHGHREE
23 VR
AR R AR
mAaEEAMRE
#E AR

A £ W i 5 Y R

S 85 S o B

15

20

31

36

37

39

40

41

43

2 Asian Information Resources (Holdings) Limited & 33 B\ (3 )B) 45 B 4 7



BOARD OF DIRECTORS
Executive Directors
Mr. Xie Xuan (Chairman)
Mr. Ho Wing Yiu
(Chief Executive Officer and Managing Director)
Non-executive Director
Mr. Lo Mun Lam, Raymond
Independent Non-executive Directors
Mr. Wu Jixue
Mr. Yang Zhenhong
Mr. Zhang Daorong
COMPLIANCE OFFICER
Mr. Ho Wing Yiu
COMPANY SECRETARY
Mr. Yeung Mario Bercasio
QUALIFIED ACCOUNTANT
Ms. Tang Yuen Ching, Irene
AUDIT COMMITTEE
Mr. Wu Jixue
Mr. Yang Zhenhong
Mr. Zhang Daorong
REMUNERATION COMMITTEE
Mr. Ho Wing Yiu
Mr. Yang Zhenhong
Mr. Wu Jixue

AUDITORS

CCIF CPA Limited

Corporate Information
2w ER

E€ 3
AT
WS A (3
i 4 8 5t 2
(F7 48 3 A T 48 A5 1)
FRATHP
AR S
LA SRR
0 e 58
R
EEE S
B LT
o 4 8 5
2 vl Bl
B sk
¥Rt
B i
BEZHA
0 1 58
R
EEE S
HMZE R
il 4 5
i R Bt g
0 1 55 e 2
B W i

WAHE U5 7 i f = i A R 4

Annual Report 2005 4E# 3



Corporate Information
W) ER

SOLICITORS

As to Cayman Islands law
Conyers Dill & Pearman

HEAD OFFICE AND PRINCIPAL PLACE OF
BUSINESS

Suite 3001, 30th Floor
Citicorp Centre

18 Whitfield Road
Hong Kong

WEBSITE
www.airnet.com.hk
STOCK CODE

8025

REGISTERED OFFICE

Century Yard
Cricket Square
Hutchins Drive
PO. Box 2681 GT
George Town
Grand Cayman
British West Indies

PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE

Butterfield Bank (Cayman) Limited
Butterfield House

Fort Street

P. O. Box 705 GT

George Town

Grand Cayman

Cayman Islands

Ht i

Pl 2 7 g A

Conyers Dill & Pearman

LR Y YRR e R

B

W8I % 4 1855
B B h O
30130015

A bt

www.airnet.com.hk
JBe 55 4 %

8025
w205 2%

Century Yard
Cricket Square
Hutchins Drive
P.O. Box 2681 GT
George Town
Grand Cayman
British West Indies

JBe Ay X% i B 8 P 4808

Butterfield Bank (Cayman) Limited

Butterfield House
Fort Street

P. O. Box 705 GT
George Town
Grand Cayman
Cayman Islands

4 Asian Information Resources (Holdings) Limited i 3 & (¥ ) 45 L 2 w)



Corporate Information

/NG
HONG KONG BRANCH SHARE REGISTRAR AW BBy X8 il B P 43 )
AND TRANSFER OFFICE
Hong Kong Registrars Limited BEWBBHFELARA A
46th Floor T s
Hopewell Centre 55 K8 W 18358
183 Queen’s Road East LN
Hong Kong 4618
PRINCIPAL BANKER FEA RS
Industrial and Commercia Bank of China (Asia) Limited i TR RAT () A RA ]

Annual Report 2005 468 5



Chairman’s Statement
BV &

| am pleased to present the annual results of Asian Information
Resources (Holdings) Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) for the
year ended 31 December 2005.

The Group continued to focus on the logistic servicesincluding
the freight forwarding services and information technology
business in China and Hong Kong. In the meantime, it has
defocused and is in the process of disposing the loss-making
business of education content services. Synergy has been
created between the Group’s information technology and
logistic divisions. Thanksto the in-house software devel opment
of logistic management system, the efficiency of our logistic
services have met the rapid growth of the industry and the
management of flows of its operation.

The Group achieved more than 40% turnover growth in 2005,
and that loss for the year further reduced from approximately
HK$19 million for 2004 (restated) to approximately HK$16
million for 2005.

Notwithstanding the management’s effort in rationalizing our
operations and enhancing our cost efficiency during the last
year, the aim to attain profitability isyet to be achieved. In the
year ahead, the Group will continue to strengthen its ability to
meet the growing demand for quality logistic services and
allocate sufficient resources to develop the high potential PRC
market.

Apart from the aforementioned operations, the Group continues
to explore investment opportunities which are strategic to our
business operations and which will contribute significantly to
the return of our shareholders.

New technologies, innovative business vision and a strong
professional team are the key assets of the Group contributing
to our competitiveness. We are confident that these attributes
will not only further our business growth but will also
strengthen our position as one of the leading one-stop logistic
services providers and information services providersin China
and Hong Kong respectively and will allow us to ultimately
generate long-term and sustainable returns to our shareholders.

AN TR AR A S P RS, (880 A R R (AR
AT B AL AT (G (A E]) &=
“ERFRFET A= HIREEIRZ A
SRAR

SR [ A A R B > AP B R
W BB R B M R BOCR B o T
FHOZSBNEHZAE NN - A%
P 2 S Rk B A 1 2 1 [ AR o B
B o R B B 2 i B R A o (AR
ZWFMBEBRIBE EATHE BB R 2
PR

R FFTAF » AL E ST MA0%Z 5 E
W MaEBERN G ZFFWU4AE (FHH) L
19,000,000¥ L #E— 4 TH 2 XX LAL)
16,000,000# T ©

B % 25 47 A B g SO R R AR R AR T A
MR HEEBBANEDZABRNES S
HAE > AREEIG R RACA SR > DG
T 35 3 5 B R W it MR s SR 5 I 43 T 2 A
BB R h 2 i

BT e SE s A AR 5 A A R i S SR
B L B R > I BB T T R A B [T R
ZHERE -

BRHE - BRI - R HE BRI A S
WA 3BE S ) A o B P AR DL _E A RUAS LA B
EBIR o IR AR S R A 2
— il S I 5 B R T 5 S TR s 3 B i
HoRr > S d A% Ry Jie SRR 2 AR e S T 4 A [
o

6  Asian Information Resources (Holdings) Limited & 33 B\ (¥ )B) 45 B 4 7



On behalf of the Board, | would like to take this opportunity to
thank the Group's clients, suppliers, vendors, banks, business
partners, consultants and shareholders for their support and
trust generously given to the Group. The Board also expresses
gratitude to the management and staff for their work and
dedication during the past years.

Xie Xuan
Chairman

Hong Kong, 31 March 2006
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Management Discussion and Analysis
B B i S o bt

FINANCIAL REVIEW
Turnover and loss attributable to shareholders

Thetotal turnover of the Group for the year ended 31 December
2005 was approximately HK$293,234,000 (2004:
HK$209,474,000) which was substantially increased by 1.4
times as compared to that of the previous financial year. This
is mainly attributable to the inclusion of one more month of
operating results included in the year. Since the Group has
completed its acquisition of EverOK International Forwarding
Co., Ltd (“EverOK”) in February 2004, there were only 11
months results of which being included in the year 2004.

During the year under review, the Group persists to
strengthen its efforts in streamlining its operating costs while
preserving its competitiveness in the markets it is involved.
Because of the increase in volume, the Group’s operating costs
increased to approximately HK$51,297,000 (2004 (restated):
HK $45,986,000).

Liquidity, financial resources and capital structure

The Group generally financed its operation with itsinternally
generated resource from operation. As at 31 December 2005,
the Group had cash and bank balances of approximately
HK$7,974,000 (2004: HK$7,184,000).

The Group continues to adopt a prudent treasury policy to
maintain its cash balance either in Hong Kong dollars, or in
the local currencies of the operating subsidiaries, maintaining
aminimum exposure to foreign exchange risks.

There was no change in the capital structure of the Group as at
31 December 2005 as compared with that as at 31 December
2004.

Material acquisitionsand disposals of subsidiariesand
affiliated companies

The Group has no material acquisition or disposal of
subsidiaries and affiliated companies during the year.
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Management Discussion and Analysis

Gearingratio

As at 31 December 2005, the gearing ratio of the Group,
expressed as a percentage of total borrowings over total assets,
was 25% (2004 (restated): 23% ).

Employee and remuneration policies

As at 31 December 2005, the Group employed a total of 296
employees (as at 31 December 2004: 237 employees), of which
34 were located in Hong Kong and the USA and the remaining
262 were located in the PRC. The Group’s remuneration
policies are in line with the prevailing market practices and
formulated on the basis of performance and experience of the
employees. The salary and related benefits of the employees
are rewarded on a performance related basis and the general
remuneration structure of the Group is subject to review
annually.

Contingent liability
(i) Petition

On 1 August 2005, two subsidiaries of the Group,
namely Lecture Kit Company Limited (“LK”) and
Union Resources (Educational Development) Limited
(“UR") were cited as respondents in a petition
(“Petition”) filed by Pine Enterprises Limited (“PINE”),
the minority shareholder of LK, for seeking High Court’s
order to certain minority shareholder’s rights and/or if
the Court thinks fit, to wind up UR under the Order of
the Court. The minority shareholder also disputed
certain payment of management fees by & & %k
HEE R (P A AR (“UREDY”) for services
rendered by another group company. No ruling was
made by the Court in two intervening petition hearings
in September and October of 2005. The Group is taking
legal advice as to the merits of the proceedings and the
outcome of the dispute is still pending and may lead to
the winding up of the subsidiaries. The said winding up
action would have no material adverse effect on the
financial position of the Group with the exception that
its investments in these subsidiaries would be de-
consolidated. Asfor the year ended 31 December 2005,
the assets and liabilities of these subsidiaries were
consolidated into the financial statements of the Group
in accordance with the Accounting Standards applicable
at the time of the preparation of the financial statements
for the year ended 31 December 2005.
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Management Discussion and Analysis
B B i S o bt

(ii) Option

Cyber Strategy Limited (“CS"), a subsidiary of the
Company, had received notification from PINE
demanding CS to purchase its 20% equity interest in
LK for HK$ 12,500,000. The Group is taking legal
advice as to the merits of the demand and counter claims
might be instigated by the Group against the minority
shareholder. Having considered the legal structure of
the Group, the directors consider that such demand even
if successful, would have had no material impact on the
financial position of the Group or its ability to continue
to operate its other principal activities since the
obligation to purchase the 20% equity interest in LK
rests with a specific subsidiary only.

OPERATIONAL REVIEW

During the year, the Group continued its focuses on core
business in logistic services and information technology. To
continue the strategic plan of consolidating of its businesses
and steamlining operations, the Group is in the process of
disposing the loss making business operation of education.

Looking ahead, we shall continue to focus our effortsin the
logistic business to achieve further expansion. We anticipate
the coming year will provide exciting opportunities for us as
supported by the encouraging global economic growth and
expect to see a continuing improvement in our logistic business
performance.

In relation to the auditors opinion expressed in thisreport, it is
mainly due to the new operational and auditing system
commencing installation in October 2005 and the finalisation
of the audit for the year ended 31 December 2004 only took
place on 23 December 2005. The full effect of the system and
control of the new accounting system cannot be taken effect
prior to the year end date. The management expects that the
said issue will be improved in the coming year.
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Management Discussion and Analysis

Per for mance of operating divisions
Logistic Services

As the Group’s key business, the management has put much
effort to improve the operation through branches and
subsidiariesin the following major cities of China: Guangzhou,
Ningbo, Qingdao, Shanghai, Shenzhen, Tianjin, Xiamen and
Hong Kong and an overseas subsidiary in Los Angeles, United
States of America. The effort including but not limited to
increasing customers, widening, improving efficiency of our
logistic services including freight forwarding services and
keeping tighter control on the accounting records. The turnover
of this operation increased approximately 33% compared to
that of the previous period while operation results of one more
month isincluded in this year as compared to last year. Thisis
mainly caused by the completion of acquisition of EverOK —
International Forwarding Co. Ltd in February 2004 and hence
only 11 months result was included in previous year. With
continued efforts of the management, the Company will
increase quality clients for the coming year with an increasing
contribution to the Group.

In recent years, the freight forwarding business is booming
because of the economic growth in China, leading to the
increase in trade between China and the rest of the world. Asa
result, both imports and exports show significant increases.
With the accession of Chinainto the World Trade Organization
(WTO), it is expected that the growth in trading volume will
continue. The demand for logistic services will increase
simultaneously.

Furthermore, with the “just-in-time” management concept
developed in recent years, the manufacturers, the distributors
and the retailers rely on frequent shipments to sustain
production flows and inventory rather than accumulating
inventory in their warehouses. This is also accelerating the
development of the logistic services business.

During the year, the Company continued to enhance itsin-house
software development of logistic management system by way
of using electronic datainterchange and internet based networks
to transmit information and documents among our branches
and clients in order to improve the efficiency of its logistic
services to meet both the rapid growth of thisindustry and the
management flows of its operation.
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Management Discussion and Analysis
B B i S o bt

Information Technology and business consultation

New market opportunities for information technology (“1T")
under the improved economic conditions and overall business
environment, the increased adoption of IT by the business
community to enhance competitiveness, as well as the trends
of outsourcing were the main reasons fueling the positive
expectations.

In addition, although the small and medium-sized enterprises
(SMEs) accounts for 90% of the total number of local firms,
most of them are still in the beginning stage of computerization.
As Hong Kong enters into the Information Age, the SMEs
market will witness a rising need of IT to re-engine their
business process and enhance their productivities. Particularly,
the SMEs of the import/export sector would be most promising
because of the global trend to achieve quick response in the
supply chain where IT would play avital role.

(i) Content provision and business consultants

It provides contents for clients' web-site, the contents
ranging from industrial news, rules and regulations, news
and other business consultation services.

(ii) Software solutions

It provides extension software application solutions to
our logistic business to enhance its electronic data
interchange and internet based networks for its daily
operation. It is further targeting to provide a complete
set of logistic solution for major playersin the market.

(iii) Design and hosting services

This service includes (a) email hosting; (b) web hosting;
(c) server hosting; and (d) web design. This section is
committed to providing high quality services to clients
and will continue to be one of the main revenue.
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Management Discussion and Analysis

Education

During the year, the Company continued to provide on-line
continuing professional development program (“CPD
Program”) in the area of PRC law for legal professionalsin
Hong Kong and to offer PRC law coursesto non-legal attendees
through the cooperation with the Hong Kong Management
Association. Despite the resources and efforts spent by the
Group in conducting the education business, there is no
substantial revenue contributed to the Group. As aresult, the
Company has decided to dispose the education business for
the reason that the Group need to focus more financial resources
and management effort on the existing logistic and information
technology related business which currently generate main
source of income to the Group.

On 13 September 2005, Asian Information Resources (BV1)
Limited (“AIR BV1”), adirect wholly-owned subsidiary of the
Company, entered into a Sale and Purchase Agreement with
Beijing Olympics Limited (“Beijing Olympics”). Pursuant to
which AIR BVI conditionally agreed to sell and Beijing
Olympics conditionally agreed to purchase the fully paid-up
shares of Eleson Inc, representing the entire interest of each
company comprised of the following companies.— Eleson Inc,
Cyber Strategy Limited, Lecture Kit Company Limited, China
Cyber University Limited, Union Resources (Education
Development) Limited, Asian Educational Services Limited,
W A B IR BUH B8 GHERR) A BRA #], Sinotrade Technologies
Limited, Comfirm (China) Limited and& J 3 #% 15 B Ik #
A FR2AH, at a consideration of HK$50,000. The entire
education business will be disposed upon the completion.

The said disposal constitutes a major transaction for the
Company and is subject to approval of shareholders at an
extraordinary general meeting. Detailed information of the said
disposal was announced on 14 March 2006.
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Management Discussion and Analysis
B B i S o bt

LITIGATION

On 1 August 2005, two subsidiaries of the Company, namely
Lecture Kit Company Limited (“LK"”) and Union Resources
(Educational Development) Limited (“UR”) were cited as
respondents in the petition filed by Pine Enterprises Limited
(“PINE"), the minority shareholder of LK, for seeking High
Court’s order to certain minority shareholder’s rights and if
the Court thinks fit, to wind up UR (the “Petition”). LK has
engaged Messrs. Preston, Gates, Ellis, solicitors to represent
it in the Petition. Affirmations and list of documents on behalf
of LK and PINE were filed with the High Court by the
respective parties.

By an order of the Court on 7 September 2005, it was ordered
that UR or its officers be restrained in (a) dealing with shares
of Wi & IR 5 & (#AF) A R Al (“UREDY”) and the
PRC property held by UREDY; or (b) paying out from the assets
of UR or UREDY or entering into any contracts or arrangement
in the name of UR or UREDY which have the effect of
committing them in liability in excess of HK$200,000 in total.

Further to the two hearings of the Petition at the High Court of
Hong Kong on 5 December 2005 and 16 January 2006
respectively, the hearing of the Petition was further adjourned
to 2 June 2006.

Upon completion of the disposal of the business of education
as mentioned in Management Discussion and Analysis above,
the Group will no longer require to handle this litigation and
the new purchaser has agreed to takeover all outstanding
litigations of the education business.
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Directors and Senior Management Profiles

EXECUTIVE DIRECTORS

Mr. Xie Xuan
Chairman

Mr. Xie, aged 36, joined the Group in 2002. Mr. Xie holds
directorshipsin various subsidiaries of the Group. He has over
13 years of successful investment and management experience
in the areas of property and logistic in the People’s Republic
of China. He graduated from Jinan University, the PRC with a
degree in International Economics.

Mr. Ho Wing Yiu
Chief Executive Officer, Managing Director and Compliance
Officer

Mr. Ho, aged 42, is the chief executive officer of Asian
Information Resources (Holdings) Limited. He serves the
directorship and legal representative of various major group
subsidiaries since joining the Group in 2002.

Before joining the Group, Mr. Ho has over 15 years' of high
level project management and investment experience. Mr. Ho
has managed a wide variety of corporate restructuring and
business planning projectsin Asia, Europe and North America,
in the following areas: media, telecommunications, logistic and
technology transfer.

Mr. Ho graduated from the University of Oxford with a degree
in M.Phil (Economics).
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Directors and Senior Management Profiles

i VAT S YNEY by

NON-EXECUTIVE DIRECTOR
Mr. Lo Mun Lam, Raymond

Mr. Lo, aged 52, has been appointed as a non-executive director
of the Company since June 2001. He is also a director of Asian
Information Resources Finance Limited, a subsidiary of the
Company. He is the Managing Partner and a Responsible
Officer of an investment advisory assets management firm
based in Hong Kong. He has previously served in many multi-
disciplinary listed and major companies as an advisor, director
and financial strategist. He is a member of the Counselors of
Real Estate, a professional membership organization in the
United States established exclusively for leading real estate
advisors. He is also a fellow member of the Institute of
Chartered Accountants in England & Wales, a member of the
Institute of the Hotel & Catering International Management
Association of the United Kingdom.

INDEPENDENT NON-EXECUTIVE DIRECTORS
Mr. Wu Jixue

Mr. Wu, aged 59, has been appointed as an independent non-
executive director of the Company since April 2004. Mr. Wu
holds aMaster degree in Economics. Heiscurrently a professor,
guest lecturer and visiting scholar at a number of colleges and
universities in the PRC and abroad. He has published more
than 220 papers and 18 booksin the areas of economics, finance
and management.

Mr. Yang Zhenhong

Mr. Yang, aged 48, has been appointed as an independent non-
executive director of the Company since September 2004. Mr.
Yang isapracticing lawyer and arbitrator in the PRC. Mr. Yang
holds a Bachelor degree in Economics and a Master degree in
Laws. He has over 25 years of experience in the PRC taxation,
company and commercial law. Heis currently alawyer in a
PRC law firm. He is also a part-time professor at Guangdong
Judges College (J& 5% B 2 Bi) and legislative consultant to
the Standing Committee of Guangzhou People’s Congress (J&
T AN K # 2 €). Heis acommittee member of the Research
Institute of Jurisprudence of the PRC (1 [l 1 FH £2 ff 5% €r)
and the Research Institute of Taxation of the PRC (H B 1 Bt
255 €r) and a Vice-President of Guangdong Research
Institute of Taxation (J& 3 & F Bl i 0F 75 ).
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Directors and Senior Management Profiles

Mr. Zhang Daorong

Mr. Zhang, aged 34, has been appointed as an independent
non-executive director of the Company since September 2004.
Mr. Zhang is a Certified Public Accountant and Certified Tax
Agent in the PRC. He holds a Bachelor degree in Economics
and a Master degree in Business Administration. He has over
10 years of experience in accounting, auditing and taxation.
He s currently a project manager in afirm of certified public
accountants in the PRC.

SENIOR MANAGEMENT

Ms. Tang Yuen Ching, Irene
Qualified Accountant and Financial Controller

Ms. Tang, aged 36, joined the Group in 2004. Prior to joining
the Group, Ms. Tang has held positions as executive director,
qualified accountant, company secretary as well as chief
financial officer in companies listed on the GEM of the Stock
Exchange. Sheis responsible for the overall financial control
and management of the Group. Ms. Tang has over 14 years
experience in auditing, accounting and financial management
in the fields of media, logistic, health and beauty business.

Ms. Tang graduated from the Hong Kong Polytechnic
University and is a fellow member of the Association of
Chartered Certified Accountants.

Mr. Yeung, Mario Bercasio
Legal Counsel and Company Secretary

Mr. Yeung, aged 43, joined the Group in 2005. He isresponsible
for legal and corporate compliance related matters of the Group.
Mr. Yeung has over 8 years' experience in investment, legal
and corporate finance. Prior to entering in legal profession,
Mr. Yeung has about 10 years' working experience in telecom
and semiconductor business.

Mr. Yeung graduated from Northumbria University, the United
Kingdom with a degree in Bachelor of Engineering and a
Postgraduate Certificate in Laws from The University of Hong
Kong. He is a member of the Law Society of Hong Kong.
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Directors and Senior Management Profiles

i VAT S YNEY by

Mr. Yiu Kwong Yick, Christopher
Commercial Director

Mr. Yiu, aged 61, joined the Group in 2003. He is also the
Vice-President and director of a subsidiary of the Company —
Ever-OK International Forwarding Co., Ltd. Mr. Yiu is
responsible for the overall business development and strategic
planning of the Group. He is a logistic expert with over 32
years of commercial experience in the logistic and
transportation sectors in the PRC and the Pacific area. He has
held senior management and key position in a number of major
logistic enterprises players around the world, such as SHK
Super Logistic, ITEL Container Corporation International and
Peninsula & Oriental Steamship Navigation Company.

Mr. Yiu graduated from the University of Hong Kong and is
currently a Court member of the University. He is also a
member of the Chinese People’s Political Consultative
Conference.

Mr. Wong Chun Wing
IT Manager

Mr. Wong, aged 36, joined the Group in 2002. Mr. Wong holds
directorshipsin various subsidiaries of the Group. He has over
14 years experience in the information technology and
telecommunications industry in Hong Kong. His previous work
experience includes working for AT& T Online Services and
Jardine Securicor. Prior to joining the Group, he was the IT
Manager of South ChinaHoldingsLimited (“SCH”). He joined
SCH in 1999 focusing in the group system devel opment and
network infrastructure building for different branch companies.

Mr. Wong holds a Bachelor degree in Digital Control System
from the University of Sunderland, the United Kingdom.
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Directors and Senior Management Profiles

Mr. Leung Chin Man
Network Technology Consultant

Mr. Leung, aged 44, joined the Group in 2002. Mr. Leung holds
directorships in various subsidiaries of the Group. He is
responsible for the Group’s network design and project
implementation. He has over 13 years experiencein the network
infrastructure. His previous work experience includes working
for AT&T Online Services. Prior to joining the Group, he was
the Senior System Engineer of Hutchison Telecom (“HT”). He
joined HT in 1998 and focused in the HT corporation network.

Mr. Leung holds a Bachelor degree in Computer Science from
Victoria University of Technology, Australia.

Ms. Poon Chung Yi, Sally
Associate Director, Business Devel opment

Ms. Poon, aged 32, joined the Group in 2005. Sheisleading a
team of strategists being responsible for the strategic planning
of the Group. Ms. Poon has extensive experience in investment
projects, particularly in the areas of property and site
development, telecom and logistic related infrastructure
investment.

Ms. Poon holds a Master degree in Politics of the World
Economy from the London School of Economics.
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Report of the Directors
HEFREE

The directors of the Company (the “ Directors”) submit their ARnwlER ([FHE]) HILR BN EFZ B >
report together with the audited financial statements of the HEAAFRAEEEE_RFHET A
Company and the Group for the year ended 31 December 2005. Z=t—HILFEZIREZBERE -

PRINCIPAL ACTIVITIESAND GEOGRAPHICAL 3 e BB S B M IR 0y 2 8 T Oy B
ANALY SIS OF OPERATIONS

The principal activity of the Company is investment holding. ARAFZ FEEB BB ERER - WEARZ
Details of the principal activities of the subsidiaries are set out T B R B R B9 o
in note 19 to the financial statements.

An analysis of the Group’s turnover and |oss before taxation ALEEE R FELFE T =T HILE
for the year ended 31 December 2005 by principal activitiesis B 4 2 LS B 4y 8 S R R BT i 4R 4y

asfollows: M -
L oss
before
Turnover taxation
BEM % B i s 41
HK$ 000 HK$ 000
T8 T T
By principal activities: e R EH A 4y
Content solution and PR 2543k JE A e T
business consultation &I Tix] 15,538 13,652
IT enabling technology & AR R Bl 398 (1,068)
Educational content services BE WA 72 (3,885)
Logistic services Wy Ik s 277,226 (1,287)
Interest income FLE WA — 88
Unallocated corporate expenses AR AE 43 FH 2 4 T B 32 — (18,834)
Finance costs il AR — (4,313)
293,234 (15,647)
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An analysis of the Group’s turnover and loss before taxation
for the year ended 31 December 2005 by geographical areasis

Report of the Directors
R

ALERERZEZLF A=+ —HILSE
JIE 42 1 [ ) 4 2 7 3 9 B R A T s 4L 43 AT

as follows:

By geographical areas: i v i ) 4
Hong Kong B
The PRC g
USA and others 5 180 K H Aty
Interest income FILE WA
Finance costs il B AR

T

RESULTS AND DIVIDENDS

The loss of the Group for the year ended 31 December 2005
and the state of affairs of the Company and the Group at that
date are set out in the financial statements on pages 36 to 104
of this Annual Report.

The Directors do not recommend the payment of a dividend.

L oss

before

taxation

Turnover B BE i
BEB s 18
HK$ 000 HK$ 000
T#c T#c
5,593 (2,586)
247,287 (8,245)
40,354 (591)

— 88
— (4,313)
293,234 (15,647)
ES 9,3 358

AREERE _ZEFHFE T _A=+—HI%E
BE 2 48 e AR O W) AR 4 R % B 2 B gk
DU A A > W B iR S 36 £ 104 H -

A B IR RS -
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Report of the Directors
HEFREE

SUMMARY OF FINANCIAL INFORMATION

A summary of the results and assets and liabilities of the Group
for the last five financial yearsis as follows. This summary
does not form part of the audited financial statements.

SV 5 YRR 2

7 [ 7% 208 A A A B R 2 S A R L
FURHERE (ABEZE A B R F s ie 2 —
) mr

Results of the Group
for the year ended 31 December

ABEBEGRET ZH =+ — HIL &4

2005 2004 2003 2002 2001
TRFHAE CRFNE CRFEE CRROE R
HK$000 HK$000 HK$000 HK$000 HK$ 000
T# 5 F#oT Tz F# T F#T
(restated) (restated) (restated) (restated)
(E ) (E ) (E41) (E4Y)
Turnover e 3 293,234 209,474 1,144 1,859 4,011
Net |oss from ordinary JBE R A
activities attributable H ¥ 2B %
to shareholders i 48 (14,981) (6,078)  (14,609) (4,852)  (70,778)
Loss per share (HK cents) % i 18 (i) (3.1) (1.3 (3.1) (1.0) (14.9)
Assets and liabilities of the Group
as at 31 December
AEMESFBRET_A=1T—H
2005 2004 2003 2002 2001
TRFHAE CRFNE SRR CRROE R
HK$'000 HK$000 HK$000 HK$000 HK$ 000
TF#x F#x F#x F#or F#x
(restated) (restated) (restated) (restated)
(E ) (E4Y) (EJ) (E4Y)
Total assets A E 82,023 78,938 62,781 31,885 50,581
Less: Total liabilities W A (75,896)  (57,140)  (50,373) (4,968) (18,798)
Total net assets EE A A 6,127 21,798 12,408 26,917 31,783
PROPERTY, PLANT AND EQUIPMENT E N &L
Details of movements in the property, plant and equipment of AREEFE N ZWE ~ s KW )R
the Group during the year are set out in note 15 to the financial A o 785 A B RE LS
statements.
SHARE CAPITAL AND SHARE OPTIONS JBe A% B ik e

There were no movements in the share capital of the Company
during the year.

For the year ended 31 December 2005, no share options were
granted (2004: Nil). Details of the share option scheme of the
Company are set out in note 24 to the financial statements.

BN AR E] Z BB ) o

MBEFZFHETHA=ZT—HILEEN
oo MR (CRF A - ) o
B A2 ) B P RE T ) 2 A ) S B S it
F B 7E24 o
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PRE-EMPTIVE RIGHT

There are no provisions for pre-emptive rights under the
Company'’s articles of association or the laws of the Cayman
Islands, being the jurisdiction in which the Company was
incorporated, which would oblige the Company to offer new
shares on a pro rata basis to existing shareholders.

PURCHASES, REDEMPTION OR SALE OF
LISTED SECURITIESOF THE COMPANY

Neither the Company, nor any of its subsidiaries purchased,
redeemed or sold any of the Company’s listed securities during
the year.

RESERVES

Details of movements in the reserves of the Company and the
Group during the year is set out in note 25 to the financial
statements and in the consolidated statement of changes in

equity, respectively.
DISTRIBUTABLE RESERVES

As at 31 December 2005, the Company has no reserves
available for distribution to shareholders (2004: Nil) in
accordance with the applicable law of the Cayman Islands and
the Company’s articles of association.

MAJOR CUSTOMERS AND SUPPLIERS

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

Sales
the largest customer 5%
five largest customers combined 16%
Purchases
the largest supplier 3%
five largest suppliers combined 15%

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

Report of the Directors
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Report of the Directors
HEFREE

DIRECTORS

The Directors during the year and up to the date of this report
are:

Executive Directors

Mr. Xie Xuan (Chairman)
Mr. Ho Wing Yiu
(Chief Executive Officer and Managing Director)

Non-executive Directors

Mr. Lo Mun Lam Raymond
Mr. Law Shiu Kai Andrew
(Ceased on 26 January 2006)

Independent Non-executive Directors

Mr. Wu Jixue
Mr. Yang Zhenhong
Mr. Zhang Daorong

In accordance with the articles of association of the Company,
Mr. Lo Mun Lam Raymond shall retire from office and, being
eligible, offer himself for re-election. All other remaining
Directors shall continue in office.

DIRECTORS SERVICE CONTRACTS

No Directors proposed for re-election at the forthcoming annual
general meeting has an unexpired service contract which is
not determinable by the Company or any of its subsidiaries
within one year without payment of compensation other than
statutory compensation.

DIRECTORS INTEREST IN CONTRACTS

No Directors had a material interest, whether directly or
indirectly, in any contract of significance to the business of
the Group to which the Company, its holding company or any
of its subsidiaries or fellow subsidiaries was a party during the
year.
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MANAGEMENT CONTRACTS

No contract concerning the management and administration
of the whole or any substantial part of the business of the Group
were entered into or subsisted during the year.

RETIREMENT BENEFIT SCHEMES

Particulars of retirement benefit schemes are set out in note 10
to the financial statements.

COMPETING INTEREST

Pursuant to Rule 11.04 of the GEM Listing Rules, as at 31
December 2005, the interest of each of the Directors,
management shareholders and their respective associates (as
defined in the GEM Listing Rules) who compete or may
compete with the business of the Group is set out below:

Entity that competes
or may compete with

Substantial business of the Group

shareholder il 7 45 19 5 25

F R 38 T 5 VT W T 2 B I

New World CyberBase New World CyberBase
Limited Limited

5 BORG BE H A S W G i
HRAH ARAHE

Save as disclosed above, none of the Directors, management
shareholders of the Company and their respective associates
had any interest in a business which competes or may compete,
either directly or indirectly, with the businesses of the Group
nor any conflicts of interest which has or may have with the
Group.

Report of the Directors
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Competing business
of the entity
% B RS B T 2 SR B

Provision of total e-Business solutions including
software products, application total solutions
and information technology servicesin the
Greater China Region
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DIRECTORS AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONSIN
SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 31 December 2005, none of the Directors and the chief
executive of the Company had registered an interest or short
position in any shares, underlying shares or debentures of the
Company or any of its associated corporations that was required
to be recorded pursuant to Section 352 of the Securities and
Futures Ordinance (“SFQ”), or as otherwise notified to the
Company and The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) pursuant to Rules 5.46 of the GEM Listing
Rules.

DIRECTORS RIGHT TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed under the heading “Directors’ and chief
executive's interests and short positions in shares, underlying
shares and debentures” above and in the share option scheme
disclosures in note 24 to the financial statements, at no time
during the year were rights to acquire benefits by means of the
acquisition of shares or debenturesin the Company or any other
body corporate granted to any Directors or their respective
spouse or minor children, or were any such rights exercised by
them; or was the Company, its holding company, or any of its
subsidiaries or fellow subsidiaries a party to any arrangement
to enable the Directors or their spouse or minor children to
acquire such rights in any other body corporate.

o8 B AT WO By ~ A B BBy e i
I 2 R
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BRILR AN SEAR bl BRI 26 5. A6 2 ZH A e
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Fi)) Z R R AT

o 25 A DB B A 2 Z AR

B bSO T2 o B AT BRI Iy ~ A B ey S
A 5 M i B R AT | — 0T 5 S 8 S A i 240
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23 R BEICAT AT B Ja 24 ) 2 [ 2% B o 2 ) I S
SHGT AT L HE > BUEES - HEFALZ
T 8% S AR R4 - g T S A A A A 9 N T
Mz EahER]

26  Asian Information Resources (Holdings) Limited & 33 B\ (¥ )B) 45 B A 7



SHAREHOLDERS INTERESTS AND SHORT
POSITIONSIN SHARES AND UNDERLYING
SHARESDISCLOSEABLE UNDER THE SFO

As at 31 December 2005, the following persons (other than
the Directors and chief executive of the Company) had interests
and short positions in the share and underlying shares of the
Company as recorded in the register of interests required to be
kept by the Company pursuant to Section 336 of the SFO as
follows:

Report of the Directors
R

AL 27 B ) B0 20T B B RO
JBe Ay B A1 W B A 2 i 2k e 8 AY

RZRFHETHA=Z1—H > FHAL K
O R ATBOBERBRAD) F A2 B A SH
I Je A7y v B A L RSB AR 4 o % ) 5 R 491
55 336k it BLAE i A 4> W 47 B 2 Bl 25 X5 e i
ZHESE R

L ong positionsin the shares of the Company A 2 W) B Y A
Approximate
per centage of
Number of the Company’s
Nature of ordinary issued share
Name of shareholder Capacity interest  sharesheld capital
Pide ¥l fliA A6 C AT
JBe 3 4 A gl B PR BBH RARZBEAE S
Asian Dynamics International Beneficial owner Corporate 264,934,000 55.63%
Limited (Note 1) (Hf##1) HilEA A A H]
Aldgate Agents Limited Beneficial owner Corporate 66,120,000 13.88%
(Note 2) (Mfit2) T HEA A A F
New World CyberBase Interest of a Corporate 66,120,000 13.88%
Limited controlled corporation G|
i 5 BORS BE A R A W] 5 0 PR i
Notes: Bt :

1. Asian Dynamics International Limited is a company
incorporated in the British Virgin Islands and beneficially
owned by Asian Wealth Incorporated, Denwell Enterprises
Limited, Glamour House Limited, Mr. Chan Chi Ming and Mr.
Chau Tak Tin.

2. Aldgate Agents Limited is awholly owned subsidiary of New
World CyberBase Limited, a company listed on the Stock
Exchange (stock code 276). Their interests in the shares of the
Company duplicate with each other.

1.  Asian Dynamics International Limited; —
Fit i 3 ) i L B S Rk M O 2 A ) o H
Asian Wealth Incorporated ~ Denwell
Enterprises Limited - Glamour House
Limited ~ PR B 4 4 S o) 7 P Sl 2 T 2 B
£ o

2. Aldgate Agents Limited%s A &2 B Emiv (%
AR © 276) Z Bt A SO AR A PR A R
ZRGME AT o %A F PR Z AL ]
JBe A HE 25 4% JE HH IW) o
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Save as disclosed above, as at 31 December 2005, no persons,
other than the Directors and chief executive of the Company,
whose interests are set out under the heading “Directors’ and
chief executive's interests and short positions in shares,
underlying shares and debentures’ above, had registered an
interest or short position in any shares, underlying shares or
debentures of the Company that was required to be recorded
under Section 336 of the SFO.

MANAGEMENT SHAREHOLDER

Asfar asthe Directors are aware of, other than Asian Dynamics
International Limited, New World CyberBase Limited and
Aldgate Agents Limited as disclosed above, there was no other
person during the year ended 31 December 2005 who was
directly or indirectly interested in 5% or more of the shares
then in issue of the Company and who was able, as apracticable
matter, to direct or influence the management of the Company.

CONDITIONAL CONVERTIBLE NOTES
GRANTED BY SUBSIDIARY

A convertible note was issued on 1 February 2004 by LK (a
non-wholly-owned subsidiary of the Company) to PINE to the
sum of HK$20,650,000 in consideration of the release of loan
from shareholder of approximately HK$43,500,000 held by
PINE or its beneficiary in UR. The convertible note and interest
thereon was due on 31 January 2006. The convertible note
carries accruing interest at 0.65% per month calculated from
12 May 2003. In the event that one of the following events
happen (“ Listing Event”):

1. LK’'sshares are listed on the Stock Exchange or other
stock exchange approved by both PINE and LK; or

2. If acompany listed on the Stock Exchange issues share
capital in exchange for LK’s:

(i)  Full share capital; or

(ii) Entire assets and liabilities,

B LR @R EAh > R RFLE T HZ
T H > BEEAE T A R AR #E S R AT B
BERO > P M AR R B O[3 AT A
BRIy ~ A BBy B (i 0 2 M as SR AT ] —
) A2 ) e A s o P A £ v AT A
5 5 S 1 5 A6 091 5 33616k 2 T A Bk 2 ME 25 B
WA -

B 9L JBe

B b 3¢ F % #% Asian Dynamics International
Limited ~ 7t 55t 005 36 A7 R 24 W] B Aldgate
Agents Limiteddh » #EF M » REE =
FHEFTZA=Z+—HILEERN » BELH
FC Al N B ol R A AR 4 R R AT
JBe Ay 508k DA b HE 25 % fi T Bk B B\ )
TR o

B D 2 i) 2 ity 2 A7 e A w4008 AR

Wt (—HAAFIERE M EAR) R %
F VYA H — H 1A % 88 47 1 1E %5 20,650,000
Wz MR > REABRHMRZE
25 B 3 1) W 5 4 Hh 2 #043,500,000% 76 2 B
Bk o R EREN B R BT ANE—
HE+—HEB o w] 4 55 08 A HE R 5R
B HiH B #0665 - HFF=4FN
H+Z HEF o A 34 F 4E T — I8 31
(T EWiFEpE]) -

1. LGB A B 22 B B Al AR 56 %
FLEER AT Z 2R A S B i s B

2. iR AR B b ] B AT AR AR

() BWHEGZEEPAK ;5 5

(i) o s B2 E AL
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then PINE will be entitled to exercise a conversion of the entire
outstanding balance payable under the convertible note into
LK’s shares. PINE shall in such event be entitled to convert
the convertible note into fully paid shares of LK within 12
calendar months of the Listing Event at the following rate:

A. AtsuchrateasLK and PINE shall agree upon; or failing
agreement at

B. The price of the new shares of LK as offered to the public
at the Listing Event less a special 10 percent discount.

Based on the current state of affairs, the Company does not
foresee the Listing Event will materialise in the near future.
The conversion right under the convertible note is conditional
only because LK will have to give consent to participate in the
Listing Event (at such terms favourable to LK) before the
conversion right accrues to PINE. Details are set out in note
22 to the financial statements.

CORPORATE GOVERNANCE REPORT

In the opinion of the Directors, the Company has complied
with the Code of Corporate Governance Practices (the “ Code”)
as set out in Appendix 15 of the GEM Listing Rules throughout
the year ended 31 December 2005 except that Code requires
that every director, including those appointed for a specific
term, should be subject to retirement by rotation at least once
every three years. According to the Articles of Association of
the Company, at each annual general meeting one-third of the
Directorsfor the time being (or, if their number isnot amultiple
of three (3), the number nearest to but not greater than one-
third) shall retire from office by rotation provided that the
chairman of the Board and/or the managing director of the
Company shall not, whilst holding such office, be subject to
retirement by rotation or be taken into account in determining
the number of Directors to retire in each year. As such, with
the exception of the Chairman and the managing director, all
directors are subject to retirement by rotation. The management
considered that there isno imminent need to amend the Articles
of Association of the Company.

CODE OF CONDUCT REGARDING SECURITIES
TRANSACTIONSBY DIRECTORS

The Company has adopted the required standard of dealings
asset out in rules 5.48 to 5.67 of the GEM Listing Rules as the
code of conduct regarding securities transactions by the
Directors.
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The Company has made specific enquiry to all Directors and
the Directors have confirmed that they have complied with all
the required standard of dealings regarding directors' securities
dealing during the year ended 31 December 2005.

CONFIRMATION OF INDEPENDENCE

The Company has received from each of the Independent Non-
executive Directors an annual confirmation of hisindependence
pursuant to Rule 5.09 of the GEM Listing Rules. The Company
considers all of the Independent Non-executive Directors to
be independent based on the annual confirmations received.

AUDIT COMMITTEE

In compliance with Rule 5.28 of the GEM Listing Rules, the
Company has established an audit committee comprising only
of the Independent Non-executive Directors. The audit
committee is chaired by Mr. Zhang Daorong and the other
members are Mr. Wu Jixue and Mr. Yang Zhenhong. The audit
committee has adopted written terms of reference governing
its authorities and duties. The primary duties of the audit
committee are to review and supervise the financial reporting
process and internal controls of the Group. The audit committee
has reviewed the draft of this report and has provided advice
and comments thereon.

AUDITORS

PricewaterhouseCoopers acted as auditors of the Company for
the year ended 31 December 2003 and resigned on 21 January
2005. Horwath Hong Kong CPA Limited were appointed as
auditors of the Company for the year ended 31 December 2004
on 23 February 2005 and resigned on 31 January 2006. CCIF
CPA Limited has been appointed to act as the auditors of the
Company with effect from 13 February 2006.

A resolution for re-appointment of CCIF CPA Limited as the
auditors of the Company for the ensuing year is to be proposed
at the forthcoming Annual General Meeting.

By Order of the Board
Xie Xuan

Chairman

Hong Kong, 31 March 2006
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CCIF

CCIF CPA LIMITED

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

TO THE SHAREHOLDERS OF

ASIAN INFORMATION RESOURCES

(HOLDINGS) LIMITED
(a8 3B A B A H)

(Incorporated in the Cayman Islands with limited liability)

We have audited the financial statements on pages 36 to 104
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 atrue and fair view
it is fundamental that appropriate accounting policies are
selected and applied consistently.

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

BASIS OF OPINION

We conducted our audit in accordance with Hong Kong
Standards on Auditing issued by the Hong Kong Institute of
Certified Public Accountants, except that the scope of our work
was limited as explained below.

An audit includes an examination, on atest basis, of evidence
relevant to the amounts and disclosures in the financial
statements. It also includes an assessment of the significant
estimates and judgments made by the directors in the
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preparation of the financial statements, and of whether the
accounting policies are appropriate to the Company’s and the
Group’s circumstances, consistently applied and adequately
disclosed.

We planned 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. However, the evidence available to uswaslimited
as set out below.

(1) Scope limitation - accounts receivable and accounts
payable

Included in accounts receivable and accounts payable in
the consolidated balance sheet as at 31 December 2005
were trade accounts receivable and payable in relation to
the Company’s subsidiaries, Ever-OK International
Forwarding Co., Ltd. and its subsidiaries (“EverOK”), in
the amounts of HK$27,790,001 and HK $28,655,533
respectively. These balances were stated after the Group
had written off a net amount of unreconciled differences
of HK$1,710,900 with respect to the accounts receivable
and accounts payable of EverOK. The net amount of
unreconciled differences was recognised in the income
statement as other expenses. The nature of the net
differences and the basis of determining the above
mentioned accounts receivable and accounts payable are
described in note 3(a)(iii) to the financial statements. We
have not been provided with sufficient information and
explanations to satisfy ourselves as to the nature and the
appropriateness of the net amount of other expenses of
HK$1,710,900 as made in respect thereof. Accordingly,
there were no practicabl e alternative audit procedures that
we could perform to determine whether the amounts of
accounts receivable and accounts payable of EverOK
were fairly stated.

(2) Scopelimitation - impairment in buildings and land |ease
premium

Asat 31 December 2005, the Group'’s buildings and land
|ease premium (together the “Property”) with net book
values of HK$29,507,000 and HK $7,288,000 as denoted
in notes 15 and 16 to the Group’s financial statements
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respectively were held by a subsidiary of the Company
W& B IR ZE B R (#ERR) A R A W] (“UREDY”). The
net book values were based on the open market value of
the Property with vacant possession as estimated by a
firm of professional valuers as at 31 July 2005 adjusted
for subsequent depreciation. As fully explained in note
15to thefinancial statements, the Property has been being
illegally occupied by athird party even before UREDY
was acquired by the Group and there is no indication that
UREDY will be able to regain possession of the Property,
we consider that it was not appropriate to estimate the
value of the Property by reference to the open market
value with vacant possession as of 31 July 2005. There
were no other practicable audit procedures that we could
adopt to ascertain whether the Property was fairly stated
as at 31 December 2005 and the extent of any impairment
of the Property.

(3) Scope limitation - Prior year's audit scope limitation
affecting opening balances and comparative figures

Asshown inthe previous auditors’ report, they disclaimed
their opinion on the Group’s financial statements for the
year ended 31 December 2004 because of the significance
of the possible effects of the limitation in evidence
available to them in respect of certain matters set out
therein. Any adjustment found to be necessary to the
opening net assets of the Group would have a
consequential effect on its results for the year described
above, we were unable to express our opinion on the
fairness of the balances brought forward as at 1 January
2004 and the comparative figures included in these
financial statements.

Any adjustmentsin respect of the foregoing matters would have
a consequential effect on the financial positions of the Group
and the Company as at 31 December 2005 and the loss and
cash flows of the Group for the year then ended and/or the
related disclosures thereof in these financial statements.

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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FUNDAMENTAL UNCERTAINTIES

In forming our opinion, we have considered the adequacy of
the disclosures made in the financial statements concerning
the following matters:

(i)

(if)

The basis of preparation of financia statements made by
the directors. As explained in note 3(a)(ii) to the financial
statements, the Group sustained a loss from ordinary
activities attributabl e to shareholders of HK$14,981,000
during the year and had net current liabilities of
approximately HK$33,266,000 and shareholders’ funds
of only HK$4,597,000 as at 31 December 2005. The
financial statements have been prepared on a going
concern basis, the validity of which depends upon the
financial support of the ultimate holding company. The
ultimate holding company has agreed to provide loans
with an aggregate amount up to HK$12,000,000 to
finance the working capital requirements of the Group.
The circumstances relating to this fundamental
uncertainty are described in note 3(a)(ii) to the financial
statements; and

Possible outcome of the litigation against Lecture Kit
Company Limited (“LK"”) and Union Resources
(Educational Development) Limited (“UR”) by the
minority shareholder of LK whereby the minority
shareholder disputed the payment of management fees
by UREDY for services rendered by another group
company. The outcome of the dispute is pending. LK is
an 80% subsidiary of the Company and holds a 51%
equity interest in UR for which holds the entire registered
capital of UREDY. The dispute may also lead to the
winding up of UR. Subsequent to the balance sheet date,
the Group is arranging to dispose its entire interest in
Eleson Inc., the intermediate holding company of LK and
UREDY. However, the disposal has not been completed.
Details of the circumstances relating to this fundamental
uncertainty are described in note 28 to the financial
statements.
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We consider that appropriate disclosures concerning the above
fundamental uncertainties have been made. However, in view
of the extent of the fundamental uncertainties described above,
we are unable to form an opinion as to whether the Company
and the Group can continue as a going concern. In addition,
we are unable to quantify the adjustments that would be
required if these financial statements were not to be prepared
on a going concern basis.

QUALIFIED OPINION: DISCLAIMER ON VIEW
GIVEN BY FINANCIAL STATEMENTS

Because of the significance of the possible effects of the
limitations in evidence available to us as set out in paragraphs
(1) to (3) of the basis of opinion section of this report and
because of the fundamental uncertainties as referred above,
we are unable to form an opinion as to whether the financial
statements give a true and fair view of the state of affairs of
the Company and of the Group as at 31 December 2005 and of
the loss and cash flows of the Group for the year then ended.
In al other respects, in our opinion, the financial statements
have been properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance.

CCIF CPA Limited
Certified Public Accountants

31 March 2006
Chan Wai Dune, Charles
Practising Certificate number P00712

Report of the Auditors
1 B e

A S A b RE A B B R 3R A
FEOy W R o SRR > SR b At Tk AR B B
o ABYMARRE HAWEk HEMHR®
HHEEFERBRETIA - 1o > MAH
LR S VES FS- e S TR N 3 (DI
ASREN P 5 i B B o

MBI - MEERRZ R H R

WA A S R L M 5 (1) ZE ()BT 5 M b
ez FEACR W R o A R T A R
T 275 i T RS B R o AL B
MM BEREREAE BEAFRK HEMRZ
FELFET A= HZIMBORY - Y
Lo REBEEGAEILZ EH B SRR
BMYREAFERL  REFSHER - £ A
A 7 VT T 5 > A S R 2 B B R A T 3%
HEA W8 A R 1) < 3 B L2 2 P B R o
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Consolidated |ncome Statement
iRk

For the year ended 31 December 2005 # £ —EE#4FE+ - H =1 —H IL4FE

2005 2004

“RELAE FFNUSF

Note HK$ 000 HK$' 000

i TF# T

(restated)

(E3Y)

Turnover B 7 293,234 209,474
Cost of services JIR s B AR (256,357) (197,011)
Gross profit EH 36,877 12,463
Other revenue H At e A 7 3,086 20,329
Administrative expenses AT BB 32 (49,575) (39,732)
Other operating expenses Ho At 28 75 BH % (1,722) (6,254)
L oss from operating activities R EBER 8 (11,334) (13,194)
Finance costs il AR 9 (4,313) (3,509)
Loss before taxation e 5t i e 4R (15,647) (16,699)
Taxation BLIH 12 (24) (2,955)
Loss for the year AR JE i 1R (15,671) (19,654)

Attributable to: THIN L HEA -

Equity holders of the Company A BERER A A (14,981) (6,078)
Minority interest S (/e £ (690) (13,576)
(15,671) (19,654)
L oss per share — Basic BB R — 5K 14 (31centsfill) (1.3 centsfil)

The notes on pages 43 to 104 form part of these financial SEA3H B 104 E Z Mk i AR Bt 5 e e 2 — ¥
statements. B o
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At 31 December 2005 W = EEAEf-H=4+—H

Assets and liabilities

Non-current assets
Property, plant and equipment
Land lease premium
Development costs
Goodwill

Current assets
Accounts receivable
Prepayments, deposits and
other receivables

¥ K £ 4
i By

Wk ~ Wb BBt
-+ 5 R

BH B A

Gk

i 8

JE Wi Bk
AT ~ e K
Al 1B WS

Amounts due from related companies  J& i B i 2 7] #k I8

Cash and bank balances

Current liabilities

Accounts payable
Accruals and other payables

Advances from customers

Amounts due to directors

Amounts due to minority
shareholders

Taxation payable

Convertible notes

Net current liabilities

Total assets less current liabilities

carried forward

Bl G S SRAT & i

i ) £

FEAF Bk

TS E K I Ah
JEASF ek

& P EGR
VA 3 =k IH
JEASE 2 8 e R sk

WA B JH
] e

i 3 £ -

B8P A DL ) £ B R

Consolidated Balance Sheet

li" /\ y,
A EERER

2005 2004

SRRHA SRBNE

Note HK$ 000 HK$' 000
Hif ik T#C T#T
(restated)

(HE )

15 31,571 34,017
16 7,288 7,458
17 534 980
18 — 4,944
39,393 47,399

20 28,285 21,989
6,353 2,340

27 18 26
7,974 7,184

42,630 31,539

21 29,020 21,732
9,536 6,840

222 241

27 8,890 345

27

4,868 —

2,955 2,955

22 20,405 —
75,896 32,113
(33,266) (574)

6,127 46,825
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Consolidated Balance Sheet

A o R AR

At 31 December 2005 # = EEHLEFH=+—H

Total assets less current liabilities
brought forward

Non-current liabilities

Convertible notes
Amounts due to directors
Amounts due to

minority shareholders

Net assets

Capital and reserves
Share capital

Reserves

Equity attributable to
shareholders of the Company

Minority interest

Total equity

B00E v UL ) £ UK B

FEi By £ 4%
L33
Y A+ 3 = kI

JE A 2 e Rk

Y6 T

JBEAR B i
JBEAR
ik i

7 2 ) JBe R M A DBt A

A YOBE AHE 2

HBE 2

These financial statements were approved and authorised for
issue by the board of directors on 31 March 2006.

Xie Xuan
Director

Ho Wing Yiu
Director

The notes on pages 43 to 104 form part of these financial

statements.
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2005 2004

SRRHA SRR

Note HK$ 000 HK$ 000
it ik T#C T#T

(restated)

(HE )

6,127 46,825
22 — (18,003)
27 — (4,040)
27 — (2,984)
— (25,027)

6,127 21,798

23 47,624 47,624
(43,027) (28,046)

4,597 19,578

1,530 2,220

6,127 21,798

AMBHRECR -FFANF=ZA=1H#

B S AT B
o I oy 20
HHF #HF

SEA3E £104H = M5k B A M B ik 2 —
£y o
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At 31 December 2005 W = EEAEf-H=4+—H

Assets and liabilities

Non-current assets
Interests in subsidiaries

Current assets
Prepayment, deposits
and other receivables

Current liabilities

Accruals and other payables

Total assets less current liabilities

Non-current liabilities
Amounts due to subsidiaries

Net liabilities

Capital and reserves

Shar e capital

Reserves

Shareholders’ deficit

These financial statements were approved and authorised for

Balance Sheet

HEAREE

2005 2004

“RFHE  EFFNE

Note HK$ 000 HK$' 000

it it T F#c
¥ K £ 4%
Ik it W) %

T B B A R Z A 19 1 1
R Y% A

T R E B

Al JE Wk T 38 —
i URER

TR E K&

L At JE £ W (979) (781)
8% i WA ) £ £ (940) (780)
G ) £ 4%

JRE A O Jo8 2 ) ok I (7,149) (4,141)
£ 5 3 fH (8,089) (4,921)
JBe AR B ik
JBe Ax 23 47,624 47,624
it 25 (55,713) (52,545)
JBe 3¢ i 4 (8,089) (4,921)

issue by the board of directors on 31 March 2006. o R B o
Xie Xuan Ho Wing Yiu i I
Director Director #HF

The notes on pages 43 to 104 form part of these financial

statements.

fr o

AMBHRECR -FFANF=A=1H#

i 2%
#HF

SEA3E £104H = M 5k B A M B ik 2 —
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Consolidated Statement of Changes in Equity

For the year ended 31 December 2005 # £ —EE#4FE+ - H =1 —H IL4FE

At 1 January 2004

— aspreviouly
reported as equity
— aspreviously separately

reported as minority interest

— prior period adjustment
aising from changein
accounting policies

— asrestated

Recognition of eguity component
of convertible notes

Transfer to share premium

Waive of loans by a
related party (Note 22)

Net loss for the year

At 31 December 2004 (restated)

At 1 January 2005

— as previously reported

— prior period adjustment
aising from changein
accounting policies

— asrestated

Net loss for the year

At 31 December 2005

The notes on pages 43 to 104 form part of these financial

Statements.

40

Attributable to equity holders of the Company

AR A A A
Issued Capital Convertible
share Share redemption Capital notes Accumulated Minority
capital  premium reserve  reserve  reserve |osses Total interest Total
23 LEL Y
CHGRA  RMRE  RERG  WARE  RERE EHER it RoER it
HK$000  HK$000  HK$000  HK$000  HK$000  HK$000  HK$000  HK$000  HKS000
T  FEr  TEr TEx TE FEr TEr TEL T#Ex
(Note 25)
(Hit2s)
e 2 JIES

il

— i 2 A
4164 86,907 800 26020 — (149409 119 - uw
]

DY — — - — - — - 466 466
—@ﬁﬂ%ﬁﬁ

B4

i — — - — - 8% 896 — 89
— B 41624 86,907 800 26020 — (148513 12838 466 13304
RER T 1

R - - — - 3,495 - 3495 — 349
LB E R - 800 (800) — — — — — —
REALB A&

(K#2) - - - 9323 - — 033 1530 2465
iR - - - - - (6079  (6078)  (13576)  (19654)
RERZNE

+ZA=1+—H

(1) a64 107 - MW 3495 (154591 19578 220 27%
9 51K

—~R—H
— i 2k 41624 81707 - B3 — (153743 16931 220 19151
— GRS

EEZ W

- — - — 3,495 (849) 2,647 - 2,647
—BEf 47,624 87,707 = 35,343 3495 (154591) 19578 220 21,798
ERERAH - - - - — (1491 (149 (6%0)  (15671)
R-BRL%
+ZA=4—H 464 81,707 - %M 349  (169572) 4597 1530 6,127
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For the year ended 31 December 2005 #k 2 = FEH4FE | ZH =+—HIL4F %

Operating activities
Loss before taxation
Adjustment for:
Interest income
Interest on convertible notes
Other interest
Write-back of accounts payable
Write-back of unreconciled
inter-branch balances
Written off of unreconciled
inter-branch balances
Depreciation of property,
plant and equipment
Amortisation of land lease premium
Impairment of property,
plant and equipment
Amortisation of development costs
Impairment of goodwill
Amortisation of goodwill
Negative goodwill on acquisition
Loss on disposal of property,
plant and equipment
Provision for doubtful debts
Written off of bad and doubtful debts

Operating |oss before working
capital changes
Increase in accounts receivable
Increase in prepayments,
deposits and other receivables
Decrease/(increase) in amounts due
from related companies
Increase in accounts payable
Increase/(decrease) in accruals
and other payables
Decrease in advances
from customers
Increase in amounts due to directors
Decrease in amounts due to
related companies
Increase in amounts due to
minority shareholders

Cash generated from/(used in)
operations

Overseas taxation paid

Net cash inflow/(outflow) from
operating activities

Consolidated Cash Flow Statement

BEXH

B B i s 46
BEOL T 45 i %
A8 A
AT SR A B
JLA A B
188 101 JE Aok R
188 1] A fiE 2 R
43 45 ) [ i %
HHELBS A HE 5} e
435 ) ) & i
LE DN V)3
R I8
5 1 o A e £
W3 - W K

&%z%% iR &
X 2 1R

RIS

58 1 435 ]

BHEESBHEZ
REEHE

HE B 4 I
AR ~ e 4 R oAb
JAEE W B 2 284

JRE W5 ) 8 /A ]k D
WA, )

JRE A MRk 384

T 2 B At JE A
BB (WD)

% PR RA

T A5t 55 2k S
T B 3 ]k S Bk A

T A5k 2 BB Rk JE 5

I

|

>

i
P/

E*t

BERG (TR BiE

O A AP BLIE

BEXHELEZ

B A/ (i ) ¥

22 /N y
AR RRE
2005 2004
“ERRLA RN
Note HK$ 000 HK$ 000
ik T#x T
(restated)
(FE %)
(15,647) (16,699)
(88) (53)
4,013 3,505
300 —
— (4,063)
— (414)
1,711 —
15 3,033 1,512
16 170 170
15 — 4,583
17 446 372
18 4,944 _
18 — 238
— (129)
6 391
— 2
1 3,919
(1,101) (6,666)
(8,018) (14,166)
(4,013) (352)
8 (26)
7,288 11,340
2,696 (4,982)
(19) (35)
4,505 4,385
— (1,936)
— 2,984
1,346 (9,454)
(24) —
1,322 (9,454)
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Consolidated Cash Flow Statement
HEBAeRER

For the year ended 31 December 2005 # £ —EE#4FE+ - H =1 —H IL4FE

2005 2004
TREBHAE R EFNE
Note HK$ 000 HK$' 000
i T# 7 F#x
(restated)
(E5Y)
Cash flows from investing activities $&% %6 82 3 4 &
Interest income AW A 88 53
Purchase of property, EME - B
plant and equipment & 15 (594) (2,027)
Proceeds from disposal of property, — HEMWE - MFE &
plant and equipment WA P A5 K I 1 —
Increase in development costs B 8% A 334 17 — (1,352)
Acquisition of a subsidiary WAL i — ] Y 2 ) 29 (a) — 5,128
Acquisition/consolidation Wi A —
of a subsidiary Wt JB§ A 29 (b) — 278
Proceeds from disposal of e R#®E
long term investment P 4% 3K 29 (c) — 300
Net cash (outflow)/inflow from BEGHZHE G/
investing activities WA B (505) 2,380
Cash flows from financing activities %% B = 81 4 %
Interest expense A B BH 32 (27) —
Net cash outflow from MERH L
financing activities i (27) —
Net increase/(decrease) in cash and B4 KB4
cash equivalents Bim/ (W4) 58 790 (7,074)
Cash and cash equivalents at RAER Z B4 K
beginning of year RE&%SEY 7,184 14,258
Cash and cash equivalents RAERZBLE R
at end of year ReE%EY 7,974 7,184
Analysis of balances of cash and BRERBE5HEY
cash equivalents itk
Cash and bank balances Bl 4 o SRAT 45 % 7,974 7,184

The notes on pages 43 to 104 form part of these financial 5843E £ 1048  Fif 5k Ji A Bt % i = — 3

statements. B o
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Notes to the Financial Statements

CORPORATE INFORMATION

Asian Information Resources (Holdings) Limited (the
“Company”) was incorporated as an exempted company
with limited liability in the Cayman Islands on 4 October
1999 under the Companies Law (Revised) of the Cayman
Islands. The shares of the Company have been listed on
the Growth Enterprise Market (“GEM™) of The Stock
Exchange of Hong Kong Limited (the “ Stock Exchange”)
since 16 December 1999.

The Company is an investment holding company. Its
subsidiaries are principally engaged in the provision of
on-line content information and rel ated technical services,
information technology solutions and consultancy
services, educational content services and logistic
services.

In the opinion of the directors, the ultimate holding
company is Asian Dynamics International Limited, a
company incorporated in the British Virgin Islands.

STATEMENT OF COMPLIANCE

These financial statements have been prepared in
accordance with all applicable Hong Kong Financial
Reporting Standards (“HKFRS”), which includes all
applicable individual Hong Kong Financial Reporting
Standards, Hong Kong Accounting Standards (“HKAS")
and Interpretations issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”), accounting
principles generally accepted in Hong Kong. These
financial statements also comply with the applicable
disclosure provisions of the Listing Rules and the
disclosure requirements of the Hong Kong Companies
Ordinance. A summary of the significant accounting
policies adopted by the Group is set out bel ow.

The consolidated financial statements of the Company
have been prepared in accordance with HKFRS.

S 5 3t o B ik

AR

SLYER R (IR A IRAF (TARAF D) 7
—JUILILAE T H Y HARSRB R 5 4 A
e (RRAETT) W B B 4 By ik b o 5 8 o
RARATF o RAFZ B H—JLLL
FHZATAHBRBEBBGZ A
B2 ] (W22 B )) AlsEAR ([RIZER]) |
i o

AN BB BB AR > LHEARZ
B T PR A b AR B A B Bl R
B~ B BB RO 5 5 SRR IR ~
B R B By i M s

R R A S i A S R B AL 2
Asian Dynamics International Limited/J
KB AR AT -

I E W

S 75 A T AL A o B A 2
Fiv A 2 70 S 5 o o R (9 B
Bt M 1) (B4 P A 7 P B ) A
SAB R - AW (e
AtHERIL) MR Rg) o DL KA AN i at I
SUVTIG A 458 o 3% S5 A 25 S o 0 R 7 4
2 5 i A B v o b iR A e A
O3 AR A9 2 0 ) B R L E T AR o ACER
MR < EEEEHBORM M T -

AT Z 5B B W TR A W B
et o J A A
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Notes to the Financial Statements

FA 75 % 2 B R E
2. STATEMENT OF COMPLIANCE (Cont'd) 2. Rpigw )

The adoption of new/revised HKFRS PRAHAT, REAE 5T 7 v A 25 i o 4 )

B ERBRAE  AREERAU TR
REAGTT Z 7o ¥4 B 285 i ot 8 ) 2 A ) e
iF o BRI SULE B - R F W
2 PR R OB A R AL 1 Hh 48

In 2005, the Group adopted the new/revised standards
and interpretations of HKFRS below, which are relevant
to its operations. The 2004 comparatives have been
amended as required, in accordance with the relevant

requirements. B o

HKAS 1 Presentation of financial statements HWwEFHERELE  MERERZ 2

HKAS7 Cash flow statements FHGERAETR  BeREE

HKAS 8 Accounting policies, changes in gt ERIEeE  FEEeR - 'Rk
accounting estimates and errors Ah 2 U R g

HKAS 10 Events after the balance sheet date gt SE1098 A HRF I

HKAS12  Income taxes BWEFHERE 125 PrEs

HKAS14  Segment reporting FWGEIERE 145 S BHE

HKAS 16 Property, plant and equipment HWGFHERIE 1698 W - BB Rkt

HKAS17  Leases G R ELTE MR

HKAS18  Revenue WG 18E W

HKAS 19 Employee benefits G ERISE199% R BEA

HKAS20  Accounting for Government grants and g ar R SR 2098 BUMEIE 2 &5 &
disclosure of Government assistance BUN & By < $8%

HKAS 21 The effects of changesin foreign exchange W GFHERIE 2198 IMEEREE)
rates =

HKAS 23 Borrowing costs WG A2 AR

HKAS 24 Related party disclosures Tt MR SR 2455 BRI 7 88

HKAS 27 Consolidated and separate financial B a RSB 2798 AR B L B R
statements *®

HKAS 32 Financial instruments: Disclosure and WG ERIE2E SR TH : WK
presentation 2%

HKAS 33 Earnings per share A e at R SE33E AR

HKAS 36 Impairment of assets T eI EeE A WE

HKAS 37 Provisions, contingent liabilities and s a R SE37IE B - SRR ER
contingent assets RAREE

HKAS 38 Intangible assets W ERSE38E ML EE

HKAS 39 Financial instruments: Recognition and B aEr R SE30YE SR T H : HERK
measurement Eip

HK-Int 15  Operating leases — incentives BT R AE 1598 iy ity iiN=¢

HKFRS 2 Share-based payment B s 5

e ) 56 255% JBeA Ak
HKFRS 3 Business combinations B s B
e I 58 3% EH AU

44 Asian Information Resources (Holdings) Limited % 378 F) A LA
g




Notes to the Financial Statements

STATEMENT OF COMPLIANCE (Cont’d)

The adoption of new/revised HKASs 7, 8, 10, 12, 14, 16,
18, 19, 20, 21, 23, 24, 27, 33, 37, HK-Int 15 and HKFRS
2 did not result in substantial changes to the Group’s
accounting policies. In summary:

— HKASs7, 8, 10, 12, 14, 16, 18, 19, 20, 21, 23, 27,
33, 37, HK-Int 15 and HKFRS 2 had no material
effect on the Group’s policies.

— HKAS 1 has affected the presentation of minority
interests, share of after tax result of a jointly
controlled entity and other disclosures.

— HKAS 24 has affected the identification of related
parties and some other related-party disclosures.

The adoption of revised HKAS 17 “Leases” has resulted
in a change in the accounting policy relating to leasehold
land. Leasehold land and buildings were previously
classified as “property, plant and equipment” and were
carried at cost less accumulated depreciation and
impairment loss. Following the adoption of HKAS 17, a
lease of land and building should be split into alease of
land element and alease of building element in proportion
to the relative fair values of the leasehold interestsin the
land element and the building element of the |lease at the
inception of the lease. The land |ease premium is stated
at cost and amortised over the period of the lease whereas
the leasehold building is stated at cost less accumul ated
depreciation and impairment | oss.

In accordance with the transitional provisions of HKAS
17, comparative amounts on the balance sheet for the year
ended 31 December 2004 have been restated to reflect
the reclassification of the leasehold interest in land held
for own use.

S 5 3t o B ik

IR ()

RAHTHT/BAEFT Z Frils e st e RIS 7 -
8-10~12-14~16~ 18~ 19~ 20~
21-23-24~27~ 33~ 379k - HEZE
S5 1558 S A s B 2 e 4 ) 5 2% 3 R St
S ) 2 & R BOR A R R B o BESS
i &

- HWHgEIEAE7-8-10 12~
14~ 16~18~19-20~ 21~ 23~
27 ~ 33~ 375% - HWREE 159K
T v T s 15 o )58 2958 i oR S Ak
£ 8 2 BOSR 1 B TR o

— AU Ak R SR LR D R SR
a5~ HRAG I ) 4 ) B o BRBLAR S
A B A 4 B o JH 2 2 5 0 R
-,

— AW 245 BB T 2
8 oo T 30 fth B 28 05 48k B 6
% o

R E ARSI (HE ] > H
ABME L Rt BOR B H) - D
> A A SR R [ - W
Bo Besefli] » kb Rt 9785 B 1%
AT o (LR AW w17
R A% o R B M A T AR AR A 40 A 3K
IRF o FREL A4 v G et R A A S 4 AL
45 H A FRE - 3R P8 7 1
R B RLA o AL i T AR 4
VABRAR 51 B T 45 RELS9 4 o AL B3 I
e A R T R s 4R B R o

M7 o o st o ) 2R 175 2 IR R
HEAREAR ZFFNFEH+ A =1
—HZIBRE PO FES > URBHE
- M 2R L TR A M o
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Notes to the Financial Statements
Fo 75 e 2R P

STATEMENT OF COMPLIANCE (Cont’d)

In prior years, convertible notes issued were stated at
amortised cost (including transaction costs).

With effect from 1 January 2005, and in accordance with
HKAS 32 and HKAS 39, convertible notes issued are
split into their liability and equity components at initial
recognition. The liability component is subsequently
carried at amortised cost. The equity component is
recognised in the convertible notes reserve until the note
iseither converted (in which caseit istransferred to share
premium) or the note is redeemed (in which case it is
released directly to retained profits). Further details of
the new policies are set out in note 3(k)(i).

The adoption of HKFRS 3, HKAS 36 and HKAS 38
results in a change in the accounting policy for goodwill.
Until 31 December 2004, goodwill was:

— Amortised on a straight line basis over a period
ranging from 5 to 20 years; and

— Assessed for an indication of impairment at each
balance sheet date.

In accordance with the provisions of HKFRS 3 (Note

3(e):

— The Group ceased amortisation of goodwill from 1
January 2005;

46

IR ()

TEVIEARBE > T3 AT T 0B 58 U 5 8
JRAS (B 4522 53 AR Sl

HZRZEHE—H B > HEFHg
w4 R 58 325% K 77 s 6 5 e HI 58 305% >
CL B AT T 98 B S48 A 0 2 e R R 4 B L
& B MERR AR o AR EB Ay FEAR DB 87 i
A AMR o HE 25 T 0y T 8 2 S S R
BB % SE R e (UL A B
YA ) B 5% S B A N ) (DB U0 R BB
PR R FRBR) o BBOR ZHE— 5
A B EE3(K) (i) ©

RN U B e RIS 3%k - B E st
e HI| 55 3645 J 385k » A B R LA Erst
BURA R - ME_FZEN4E+ A
=t+—H > mE:

- RER RS
85 %

—  HBGRBUR AR B > R %
7 B AR A5 0 H AT WA AP A -

R 08 7 s B e o 4 A 2 3R Ak (RS
#E3(e) :

—  ARKMA FERE AR
o B
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Notes to the Financial Statements

Yo 5 ik 2 B i
STATEMENT OF COMPLIANCE (Cont'd) 2. Wpigw %)
Accumulated amortisation as at 31 December 2004 — R EFFNELT_H=+—HZZ

has been eliminated with a corresponding decrease
in the cost of goodwill; and

From the year ended 31 December 2005 onwards,
goodwill is tested annually for impairment, as well

T Y T 7 A A R R kit
EH s &

HZZZRHFET A=+ —HIEZ
AEJEEE > A HRAT B H B IRAEL R AR

as when there is indication of impairment.

The Group has reassessed the useful lives of itsintangible
assets in accordance with the provisions of HKAS 38.

No adjustment resulted from this reassessment.

All changes in the accounting policies have been made
in accordance with the transitional provisions in the
respective standards, wherever applicable. All standards

IR 365 7 B AT IR AE RE A o

AR 1] O B A 9 4 I 5 38 2
SCEAG H IR B 2 2 T AR o EAN
b 46 25 BT ] 0 B o

AT BOR Z B A 5 B T AR A5 HE R (i
) Z PR SR BT o AL RANZ
Fiv A e S0 SR AR Hh JE S RE A > R 3 4%

adopted by the Group require retrospective application T ERA -

other than:

HKAS 16 — the initial measurement of an item of
property, plant and equipment acquired in an
exchange of assets transaction is accounted for at
fair value prospectively only to future transactions.

HKAS 21 — prospective accounting for goodwill
and fair value adjustments as part of foreign
operations.

HKAS 39 — does not permit to recognise,
derecognise and measure financial assets and
liabilities in accordance with this standard on a
retrospective basis.

HKAS-Int 15 — does not require the recognition
of incentives for leases beginning before 1 January
2005.

HKFRS 2 — only retrospective application for all

equity instruments granted after 7 November 2002
and not vested at 1 January 2005;

HKFRS 3 — prospectively after 1 January 2005.

TR E 16— E AR S
BRI A Z W3 ~ W5 B it T
HZ 8 Rt R R R AR B A
LA

AU w215 — v S
ST AR 2 B 8 S 2 A U
FAARKAM
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Notes to the Financial Statements

5 22 B
2. STATEMENT OF COMPLIANCE (Cont'd) 2. EplEw ()
The cumulative effect of changes in the above accounting bt R ) S B B R 2 B
policies on the financial statements are as follows: BT :
Consolidated balance sheet as at 31 December RoREZNAET A= H2ZES
2004: HWREAME
HKAS
HKAS 17 32 & 39 Total
HW G Fg sl N
RISELTIR 5R325¢39%% A5t
HK$' 000 HK$' 000 HK$' 000
TF#T T#C T#c
Decrease in property, plant Yok ~ W B A
and equipment (7,458) — (7,458)
Increase in land lease premium = b i Fi #E 34 i 7,458 — 7,458
Decrease in convertible notes 7] 46 i ZE 48 i A — 2,647 2,647
— 2,647 2,647
Decrease in opening balance of R &1 15 4F 41 45 ik Wk A
accumulated losses — 896 896
Increase in loss attributableto  ARAFHERFEA A
equity holders of the Company A J& 8 3% fin — (1,744) (1,744)
Increase in ending balance of BT e 15 A R A5 R 1
accumulated losses — (848) (848)
Increase in convertible T 46 JBE 52 B 46k 445 1
notes reserve — 3,495 3,495
— 2,647 2,647
Consolidated income statement for theyear ended RE_FZWET =T —HILE
31 December 2004: BEZ 55 AR
HKAS
HKAS 17 32& 39 Total
HHEEEHE FEgsh gl
RISEL79E  SR32%% 399k At
HK$ 000 HK$ 000 HK$' 000
F#T F#c F#T
Decrease in administrative A7 BLBA 32 ik A
expenses — 6 6
Increase in finance costs il B A 1 — (1,750) (1,750)
Increase in loss attributableto  ANA R HEZEFF A A
equity holders of the Company  HE{} &5 8 3 Jm — (1,744) (1,744)

48  Asian Information Resources (Holdings) Limited Hi¥flifle\ (M) B A =




STATEMENT OF COMPLIANCE (Cont’d) 2.

The following new standards or interpretations have been
issued but not yet effective for the current accounting
periods. The Group has already commenced an
assessment of the impact of these new HKFRS but is still
not in aposition to state whether these new HKFRS would
have a significant impact on its results of operations and

financial position.

HKAS 1 (Amendment)
AW RHER LR (BRTA)
HKAS 19 (Amendment)

A v o At I AR 1958 (B HTA)
HKAS 21 (Amendment)
s R BB 2158 (BT )
HKAS 39 (Amendment)

A v oy At e QU SR 3958 (87T A)
HKFRS 7

A s 0 785 ot 1 R SR 7%

HK (IFRIC)-INT 4

Notes to the Financial Statements

REHE -

Capital disclosure
B R
Actuarial gains or losses,
group plans and disclosures
R W M 1R, ~ 4 Wil % b R
Net investment in a foreign operation
T2 A B 3 s 2 B A
The fair value option
O 338 5 B
Financial instruments: disclosures
SR T H : Bk
Determining whether an arrangement
contains a lease

IR ()

S 5 3t o B ik

VLT 7 e S s e R AR > R At
SO I 0 A A 2K o AR SR [ L R A L 4
T s S s e o i B 2 S M H WA
AR B e S I 34 7 o S 5 i o R o
A 5 W] 2 S A e S AR L 0 R

Effective for
accounting period
beginning on or after
BT H B2 %
£ 5T 100 181 B 4 2 3

1 January 2007
gL A H

1 January 2006
“REANFE—H—H
1 January 2006
“EFEANE—H—H
1 January 2006
“EEANE—H—H
1 January 2007
“EE2LHE—H—H

1 January 2006

B HE(IFRIC) — 2 R 45 4%k S B A B A “RERE—~H—H
3. PRINCIPAL ACCOUNTING POLICIES 3. LEEFHBOR
(a) Basisof preparation () HMWILHE

(i) Thesefinancial statements have been prepared (1) U5 B 5 o T i R W

B Bk A Z B wH e ) R A
W&l A A
S e 75 9 0 W) Aok ) =2 4 B 51
TR o

in accordance with accounting principles
generally accepted in Hong Kong and comply
with accounting standards issued by the Hong
Kong Institute of Certified Public Accountants
and the disclosure requirements of the Hong
Kong Companies Ordinance.
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Notes to the Financial Statements

5 265 i A B
3. PRINCIPAL ACCOUNTING POLICIES

(Cont’d)
(a) Basisof preparation (Cont’d)

50

(i)

(iii)

The Group sustained a loss attributable to
sharehol ders of approximately HK$14,981,000
during the year and had net current liabilities
and shareholders’ funds of approximately
HK$33,266,000 and HK$4,597,000
respectively as at 31 December 2005.

Thefinancial statements have been prepared on
a going concern basis, the validity of which
depends upon the financial support of the
ultimate holding company agreed to provide
loans of not more than HK$12,000,000 in
aggregate to finance the working capital
requirements of the Group.

The audit for 2004 was not yet completed until
23 December 2005, the new operational and
auditing system and control of the new
accounting system in EverOK were not fully
effected prior to the year end date. The
management is aware that the nature of errors
and omissions as in 2004 still existed in 2005.
Compared to 2004, the Group allocated further
resources to tackle the problems experienced
during the year 2005, in order to lighten the
impact particularly attempting to identify and
correct the errors by reconstructing the balances
based on the verification work subsequent to the
year end date relating to the payment and receipt
of funds up to January and February 2006 on
accounts receivable and accounts payable
respectively. Owing to the time constraints, there
were unreconciled net differences of
approximately HK$1,710,900 amongst the
accounts receivable and accounts payable. Such
differences were written off as other expenses
to the income statement during the year. For the
year ended 31 December 2004, these were
unreconciled net differences of HK$3,919,000
amongst accounts receivable and
correspondingly these were unreconciled net
differences of HK$4,063,000 amongst accounts
payable. These net differences on accounts
receivable and accounts payable were written off
as bad and doubtful debts and other income to
the income statement respectively.

e

FREGHEOR ()

(a) HRIEHE ()

(i)

(iii)

Asian Information Resources (Holdings) Limited RS () A BRA A

A 45 [H] AR 9 AT IR HE AR
1 #114,981,000# 5T > 1ij i —
RRAFET_H=+—HZ
B A AR B RE 4
4 W 433,266,000 75 &
4,597,000% IC ©

I 55 B i R T i e A A
R s %Ik e 2 A A0 Bk
A B A I oy W] W] R AR
LA 3# 12,000,000 5T 2 Bt
BRERAAREE R ZEHE
B4 o

R R R Y4 4% TAE 7
“EFRFETH+=H
FATER » WA K445 H
7 T 6% 1 78 2 5E AR
TR B E MR SO &5
Az EEes o A
BRBMEREBRN _-ZZF
TR GAE » R RY
R - L RFYE L
W A O E 2 IR
T B RO R AN T
Hh B 1 R A T RS B >
HERBFHEHREH _FF
NE-HEZHZESWI(
A FH 7 WOk B A 3K) Z %
B ITAEERA A » 7Emk b
RN T DB IE o B IE]
B > W HE R OB R A B R
mA A ABK S ERA
1,710,900 7t ° #% 2= BN —
FEHEZEB R PELA
BB LW - ME_ER
W4+ H =+ —H L4
W ¥ 2% %7 % 3,919,000% 7T >
0 R HE 1 I A Bk A5 A A g
IR B 2% 414,063,000 7€ ©
I 25 R R Tk e T A MRk 2
V255 W25 2 23 Bl i 8
Ty R SR B B A FEAB A o




Notes to the Financial Statements

3. PRINCIPAL ACCOUNTING POLICIES (Cont'd)

(b) Basis of consolidation

(©)

The consolidated financial statements include the
financial statements of the Company and its
subsidiaries (collectively referred to asthe “ Group™)
for the year ended 31 December 2005. The results
of subsidiaries acquired or disposed of during the
year are consolidated from or to their effective dates
of acquisition or disposal, respectively. Minority
interests represent the interests of outside
shareholders in the results and net assets of the
Company’s subsidiaries.

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

Thegain or loss on disposal of subsidiary represents
the difference between the proceeds of the sale and
the Group'’s share of its net assets together with any
unamortised goodwill or negative goodwill and
which was not previously charged or recognised in
the income statement.

Subsidiaries

A subsidiary is a company whose financial and
operating polices the Company controls, directly or
indirectly, so asto obtain benefits from its activities.

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

S 5 3t o B ik

3. EHHEEWHBUR (#)
(b) H%AR H 2

(©)

AR A B R B AR A W) B LR I
AV R A [ALH]) RE %
hAEFZH =1 HIREREZ I
e o FEAE IO S B 2 i
GRS Vigil ISP Ly v gEy
sirt BH M AR Ik ARE AR o
2 BB SR 2 4 A R IR SRR AR A ]
Fif JBg 2 W] 2 3B A % A R Z M

RYN
fm. °©

ACER T P9 A v T 2 T R 5 K
A BRI T A A IR RIS o

Hh 5 BB A ) 2 WL s 1R 2
o e sk L S A 8 A L i Y
L[] 08 A R P 4R i 2 0 PR i R 2
GRUP S 3R Nk

B 0 2 ¥l

WF JB 2 W) 8 A 2 ) L o ] e e
o B R AL BRI, A R EE B)
M2 AF -

ol 2 ) S A 1 ML S B AU B it
AR TIHLEE o A 7] FE 2
] 2 2 4 AR TRl ] YA M 4R
EEO
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Notes to the Financial Statements
Fo 75 e 2R P

3. PRINCIPAL ACCOUNTING POLICIES (Cont'd)

(d) Related parties

(€)

52

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

Goodwill

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

Goodwill is stated at cost less accumulated
impairment losses. Goodwill is allocated to cash-
generating units and is tested annually for
impairment (note 3(f)). In respect of associates or
jointly controlled entities, the carrying amount of
goodwill isincluded in the carrying amount of the
interest in the associate or jointly controlled entity.

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

Asian Information Resources (Holdings) Limited RS () A BRA A

3.
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Notes to the Financial Statements

3. PRINCIPAL ACCOUNTING POLICIES (Cont'd)

(€)

()

Goodwill (Cont’d)

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

I mpairment of assets

Internal and external sources of information are
reviewed at each balance sheet date to identify
indications that the following assets may be
impaired or, except in the case of goodwill an
impairment loss previously recognised no longer
exists or may have decreased:

—  property, plant and equipment;
— land lease premium;

— investmentsin subsidiaries; and
— positive goodwill.

If any such indication exists, the asset’s recoverable
amount is estimated. In addition, for goodwill,
intangible assets that are not yet available for use
and intangible assets that have indefinite useful
lives, the recoverable amount is estimated annually
whether or not thereis any indication of impairment.

i)  Calculation of recoverable amount

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

S 5 3t o B ik
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Notes to the Financial Statements
Fo 75 e 2R P

3. PRINCIPAL ACCOUNTING POLICIES (Cont'd)

(f)

54

Impairment of assets (Cont'd)

i)

i)

Recognition of impairment losses

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

Reversals of impairment losses

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

A reversal of impairment lossesis limited to
the asset’s carrying amount that would have
been determined had no impairment 1oss been
recognised in prior years. Reversals of
impairment |osses are credited to the income
statement in the year in which the reversals
are recognised.

3.

EREGHEOR ()

(f)
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Notes to the Financial Statements

3. PRINCIPAL ACCOUNTING POLICIES (Cont'd)

(9)

(h)

Property, plant and equipment

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

Depreciation is calculated on the straight-line basis
to write off the cost of each asset over its estimated
useful life. The principal annual rates used for this
purpose are as follows:

Buildings 2% (over the remaining
|ease term)
Leasehold improvements  33% or over the
lease terms,
whichever is shorter
Furniture and fixtures 20%
Computer and equipment  33%
Motor vehicles 33%

The gain or loss on disposal or retirement of a
property, plant and equipment recognised in the
income statement is the difference between the net
sales proceeds and the carrying amount of the
relevant asset.

Land lease premium

Land lease premium is stated at cost less
amortisation and any identified impairment |oss.
The cost of land lease premium is amortised over
the period of the premium using the straight-line
method.
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Notes to the Financial Statements
Fo 75 e 2R P

3. PRINCIPAL ACCOUNTING POLICIES (Cont'd)

(i)

()

56

Research and development costs

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

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

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

The unamortised balance of development costs is
reviewed at the end of each year and is written off
to the extent that the unamortised balance, taken
together with further development and directly
related costs, is no longer likely to be recovered.

Other investmentsin debt and equity
securities

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

Investments in securities held for trading are
classified as current assets and are initially stated
at fair value. At each balance sheet date the fair value
is remeasured, with any resultant gain or loss being
recognised in profit or loss.
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Notes to the Financial Statements
$0 75 e 2% B ik

3. PRINCIPAL ACCOUNTING POLICIES(Cont'd) 3. FEETHER &)

(j) Other investmentsin debt and equity () TS BB AR I 2 I B ()

securities (Cont’d)

Dated debt securities that the Group and/or the
Company have the positive ability and intention to
hold to maturity are classified as held-to-maturity
securities. Held-to-maturity securities are initially
recognised in the balance sheet at fair value plus
transaction costs. Subsequently, they are stated in
the balance sheet date at amortised cost less
impairment losses (see note 3(f)).

Investments in equity securities that do not have a
guoted market price in an active market and whose
fair value cannot be reliably measured are
recognised in the balance sheet at cost less
impairment losses (see note 3(f)).

Other investments in securities are classified as
available-for-sale securities and are initially
recognised at fair value plus transaction costs. At
each balance sheet date the fair valueis remeasured,
with any resultant gain or loss being recognised
directly in equity, except for impairment losses (see
note 3(f)) and, in the case of monetary items such
as debt securities, foreign exchange gains and | osses
of which are recognised directly in profit or loss.
Where these investments are interest-bearing,
interest calculated using the effective interest
method is recognised in profit or loss. When these
investments are derecognised, the cumulative gain
or loss previously recognised directly in equity is
recognised in profit or loss.

Investments are recognised / derecognised on the
date the Group and / or the Company commits to
purchase / sell the investments or they expire.
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Notes to the Financial Statements
Fo 75 e 2R P

3. PRINCIPAL ACCOUNTING POLICIES (Cont'd)

(k) Financial liabilities

(1)

(i) Convertible notes

Convertible notes that can be converted to
share capital at the option of the holder, where
the number of sharesissued does not vary with
changes in their fair value, are accounted for
as compound financial instruments.
Transaction 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
equity component of the convertible notesis
calculated as the excess of the issue proceeds
over the present value of the future interest
and principal payments, discounted at the
market rate of interest applicable to similar
liabilitiesthat do not have a conversion option.
The interest expense recognised in the income
statement is calculated using the effective
interest rate method.

(ii) Other financial liabilities

Financial liabilities, other than financial
liabilities at fair value through profit and loss
and financial guarantee contracts, are carried
at amortised cost.

Trade and other receivables

Trade and other receivables are initially recognised
at fair value and thereafter stated at amortised cost
less impairment losses for bad and doubtful debts
(see note 3(f)), except where the receivables are
interest-free loans made to related parties without
any fixed repayment terms or the effect of
discounting would be immaterial. In such cases, the
receivables are stated at cost |essimpairment |osses
for bad and doubtful debts (see note 3(f)).

(m) Trade and other payables

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

(k)

()

(m)
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Notes to the Financial Statements

3. PRINCIPAL ACCOUNTING POLICIES (Cont'd)

(n) Government grants

(0)

Government grants are assistance by Government
in the form of transfer of resourcesin return for the
Company’s compliance to the conditions attached
thereto. Government grant which represents
compensation for the cost of an asset, will be
deducted from the cost of the asset in arriving at its
carrying value to the extent of the amounts received
and receivable as at the date of the balance sheet.
Any excess of the amount of grant received or
receivable over the cost of the asset at the balance
sheet date will be carried forward as advance
receipts to set off future cost of the asset.

Provisions and contingent liabilites

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

Whereit isnot 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, unlessthe probability of outflow
of economic benefitsisremote. 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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3. PRINCIPAL ACCOUNTING POLICIES (Cont'd)

(9))

()

(r)

60

Operating leases

L eases where substantially all the risks and rewards
of ownership of assets remain with the lessor are
accounted for as operating leases. Rentals payable
to such operating |eases are charged to the income
statement on a straight-line basis over the lease
terms.

Cash and cash equivalents

For the purpose of the consolidated cash flow
statement, cash and cash equival ents comprise cash
on hand and demand deposits, and short term highly
liquid investments which are readily convertibleinto
known amounts of cash and which are subject to an
insignificant risk of changesin value, and have a
short maturity of generally within three months
when acquired, less bank overdrafts which are
repayable on demand and form an integral part of
the Group’s cash management.

Taxation

Taxation comprises current and deferred taxation.
Taxation is recognised in the income statement, or
in equity if it isrelated to items that are recognised
in the same or a different period directly in equity.

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

Deferred taxation is provided, using the liability
method, on all temporary differences at the balance
sheet date between the tax bases of assets and
liabilities and their carrying amountsin the financial
statements. Taxation rates enacted or substantively
enacted by the balance sheet date are used to
determine deferred taxation.

Asian Information Resources (Holdings) Limited RS () A BRA A

3.

EREGHEOR ()

(P

(a)

(r)

REME

RO R AR B L % 1]
HAR B AR AR Z AR o
% R B A 2 ML TS H AR
VB A% B R R R -

BERBEFHY

AR BB ERERN 5 > Bla &3
B 5 Y G T BB S A
K > DA ST B 4 O B
<o e P {8 ) L i A K 2 0 v
BB - B H - RAEEE
AL FHBMA A > Tl ME TSR A % g A
FHEBEEHZ 0 ZRITE
=

B

A I 156 B B B AR SE B o BUIE
R AR A RS o T A i 2 B[] 39
A [e) 391 ) B A R 2 v R Z JH H
A B > R RS bR o

BT B A A 7 42 A A R B R i
AFHE o MR i ) BEL4H 25 2 ir it
ZhmA AP 5 > R A B
At B M GRS T 119 M A\ B
BHSZIEH > A8 A G455 S8 7 Bt S 4
WZIHH o A B 2 B B £
T3 HR R & 5 i LA A o B
fli 2 B AR5

PV M B R 2 B A 2 B
A S 75 i e 2 MR T 2 TR 45 5
H A Z B B R 22 B > 3B
fi A B AT B Al - IR BOIH
PRAE 455 H A OO A o S R AR A
ZBRFE o




Notes to the Financial Statements

3. PRINCIPAL ACCOUNTING POLICIES (Cont'd)

(r) Taxation (Cont’d)

(s)

Deferred taxation is provided for on temporary
differences arising on investments in subsidiaries
except where the timing of the reversal of the
temporary difference can be controlled and it is
probable that the temporary difference will not
reverse in the foreseeable future.

Deferred 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.

Revenue recognition

Revenue is recognised when it is probable that the
economic benefits will flow to the Group and when
the revenue can be measured reliably, on the
following bases:

(i) from the provision of content information, on
a time proportion basis for the fixed licence
fee portion and as entitlement accrues on usage
for the variable license fee portion.

(ii) from the provision of project consultancy
services, internet solution services,
educational content services and logistic
services, in accordance with the terms of the
underlying contracts and when the underlying
services are rendered.

(iii) interest income, on a time-proportion basis
taking into account the principal outstanding
and the effective interest rate applicable.

Advance payments received from customers prior
to rendering of related content information services
and internet solution services are recorded as
receipts in advance.

Revenue is recorded net of sales surtaxes, where
applicable.
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3. PRINCIPAL ACCOUNTING POLICIES (Cont'd)

(t) Translation of foreign currencies

62

Functional and presentation currency

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

Transactions and balances

Foreign currency transactions are translated into the
functional currency using the exchange rates
prevailing at the dates of the transactions. 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 income statement,
except when deferred in equity as qualifying cash
flow hedges or qualifying net investment hedges.

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

3. PRINCIPAL ACCOUNTING POLICIES (Cont'd)

(t)

Translation of foreign currencies (Cont’d)
Group companies

The results and financial position of all the Group’s
entities (none of which has the currency of a
hyperinflationary economy) that have a functional
currency different from the presentation currency
are translated into the presentation currency as
follows:

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

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

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 income statement
as part of the gain or loss on sale.

Goodwill and fair value adjustments arising on the
acquisition of aforeign entity are treated as assets
and liabilities of the foreign entity and translated at
the closing rate.
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3. PRINCIPAL ACCOUNTING POLICIES (Cont'd)

(u) Employee benefits

64

(i)

(ii)

Employee leave entitlements

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

Employee entitlements to sick leave and
maternity leave are not recognised until the
time of leave.

Retirement benefits schemes

The Company’s PRC subsidiaries participate
in defined contribution retirement schemes
organised by the local government authorities
in the PRC. All of the PRC employees are
entitled to an annual pension equivalent to a
fixed portion of their basic salaries at their
retirement dates. The Company’s PRC
subsidiaries are required to contribute certain
percentage ranged from 11% to 15% of the
basic salaries of their PRC employees to the
retirement schemes and have no further
obligation for post-retirement benefits. The
contributions are charged to the income
statement of the Group as they become
payable in accordance with the rules of the
scheme.
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Notes to the Financial Statements
$0 75 e 2% B ik

3. PRINCIPAL ACCOUNTING POLICIES(Cont'd) 3. FEETHER &)

(u) Employee benefits (Cont'd) (uy BILEHMN #H)

(i) Retirement benefits schemes (Cont’d) (i) Bk S (H)
The Group operates a defined contribution A A5 [ i He R o Ak N B 4
Mandatory Provident Fund retirement benefits 81 468 49 2 0 A o 2 P A
scheme (“the MPF Scheme”) under the B 1 — i 5 A8t K o )
Mandatory Provident Fund Schemes AT IR R R A EH ) (3R AE
Ordinance, for all of its employees in Hong &wt#ll) - ghak s ke B &
Kong. Contributions are made based on a AHFHEZE S WAER > ER
percentage of the employees basic salaries R 45 e A 42 5l < R ) R A
and are charged to the income statement as WA IR R o M5
they become payable in accordance with the BZzEEHBLEMZES
rules of the MPF Scheme. The assets of the Frf - BLARKEE 2K E S
MPF Scheme are held separately from those B o A4 X AR 3 g ko Bt
of the Group in an independently administered K R 5 AR 4w IRE 2 R R
fund. The Group’s employer contributions vest WMEE -
fully with the employees when contributed
into the MPF Scheme.

(iii) Share option scheme (DW..72 Tirl
The fair value of share options granted to 7R B 0 R A P B
employees is recognised as an employee cost T w8 2% IR B BRCAS > i B 2
with a corresponding increase in a reserve A S A it 445 75 7 AH B 5 m
within equity. The fair value is measured at A PR A& >
grant date, taking into account the terms and 35 . B R 452 Ak sk B
conditions upon which the options were P o dn SRR B ZH A o B R 1
granted. Where the employees have to meet P e S 0k 1 b =2 A J T
vesting conditions before becoming FiE 245 R RE AR o 7E 2% 8 B
unconditionally entitled to the share options, E B 5 G g g v) B4R o fE
the total estimated fair value of the share 7 1% el JEHE A R P (A 48
options is spread over the vesting period, R Sk o 20 [ R o

taking into accounting the probability that the
options will vest.

(v) Borrowing costs (v) fEEEAR
Borrowing costs directly attributable to the B - BAREESEREEN
acquisition, construction or production of qualifying BB SRR AT RS
assets, are capitalized as part of the cost of those B2 ERA s BEEEBEE R
assets. Capitalisation of such borrowing costs ceases il e B IR B AN B A Ik o

when the assets are substantially ready for their
intended use or sale.

All other borrowing costs are recognised as an F A LA 5 AR 2 7% 7 A S e
expense in the period in which they are incurred. ok o
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4. FINANCIAL RISK MANAGEMENT 4. W M b A BE
Financial risk factors Yo 5 g TR R
The Group's activities expose it to a variety of financial AR B 2 SE S H AR % 2 T BB B ¢ Ab
risks: foreign exchange risk, credit risk and liquidity risk. R i~ £ L e % 3 4 i ) L g o A
The Group’s overall risk management programme focuses B M 2 2 B P AT AR R Rl T
on the unpredictability of financial markets and seeks to B Z A TE > 3 28 A A 1 B
minimise potential adverse effects on the Group’s KRB Z B B W B RAK -

financial performance.
(a) Foreign currency risk (a)

The Group is exposed to foreign currency risk
primarily through sales and purchases that are
denominated in a currency other than the functional
currency of the operations to which they relate. The
currencies giving rise to this risk are primarily
United Stated dollars and Renminbi.

(b) Credit risk (b)

The Group has no significant concentrations of
credit risk. It has policies in place to ensure that
services are provided to customers with an
appropriate credit history. Derivative counterparties
and cash transactions are limited to high-credit-
quality financial institutions.

(©) Liquidity risk (©)

Individual operating entities within the Group are
responsible for their own cash management,
including the short term investment of cash
surpluses and the raising of loans to cover expected
cash demands, subject to approval by the parent
company’s board of directors when the borrowings
exceed certain predetermined levels of authority.
The Group’s policy is to regularly monitor current
and expected liquidity requirements and its
compliance with lending covenants, to ensure that
it maintains sufficient reserves of cash and readily
realizable marketable securities and adequate
committed lines of funding from major financial
institutions, if any, to meet itsliquidity requirements
in the short and longer term.
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Notes to the Financial Statements

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

Estimates and judgements are continually evaluated and
are based on historical experience and other factors,
including expectations of future events that are believed
to be reasonable under the circumstances.

The Group makes estimates and assumptions concerning
the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results. The
estimates and assumptions that have a significant risk of
causing amaterial adjustment to the carrying amounts of
assets and liabilities within the next financial year are
discussed below:

a) Useful livesof property, plant and equipment

The Group’s management determines the estimated
useful lives and related depreciation charges for its
property, plant and equipment. This estimate is
based on the historical experience of the actual
useful lives of property, plant and equipment of
similar nature and functions. It could change
significantly as aresult of technical innovations and
competitor actions in response to severe industry
cycles. Management will increase the depreciation
charge where useful lives are less than previously
estimated lives, or it will write-off or write-down
technically obsolete or non-strategic assets that have
been abandoned or sold.

b) Estimated provision for impairment of trade
and other receivables

The Group makes provision for doubtful debts based
on an assessment of the recoverability of trade
receivables and other receivables. Provision are
applied to trade receivables and other receivables
where events or changes in circumstances indicate
that the balances may not be collectible. The
identification of doubtful debts requires the use of
judgement and estimates. Where the expectation is
different from the original estimate, such difference
will impact carrying value of receivables and
doubtful debt expenses in the period in which such
estimate has been changed.
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5

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Cont'd)

c) Estimated impairment of goodwill

Determining whether goodwill isimpaired requires
an estimation of the fair value in use of the cash-
generating units to which goodwill has been
allocated. The value in use calculation requires the
Group to estimate the future cash flows expected to
arise from the cash-generating unit and a suitable
discount rate in order to cal cul ate the present value.

SEGMENTAL INFORMATION

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

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

(@) the content solution and business consultation
(b) thelT enabling technology

(c) theeducational content services

(d) thelogistic services

In determining the Group’s geographical segments,
revenues are attributed to the segments based on the
location of the customers, and assets are attributed to the
segments based on the location of the assets.

Unallocated costs represent corporate expenses. Segment
assets consist primarily of property, plant and equipment,
receivables and operating cash, and mainly exclude
corporate cash balances. Segment liabilities comprise
operating liabilities and exclude items such as taxation
and corporate borrowings. Capital expenditure comprises
additions to property, plant and equipment.
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6. SEGMENTAL INFORMATION (Cont'd) 6. HpEM (H)
(@) Primary reporting format — business () FEEHEHX — EHA W
segments
An analysis of the Group’s results by business ENCUE ST S Pia P
segment is as follows: T
2005
“EFLE
HK$'000
T#x
Content
solution and IT  Educational
business enabling content Logistic
consultation  technology Services Services Total
M2 ik
YIS Bl bk U
yET T 1] R W2 s i s it
Turnover BEH
Sales to external bR
customers ERHE 15,538 398 72 277,226 293,234
Results E3
Segment results VRIES 13,652 (1,068) (3,885) (1,287) 7412
Interest income FEBA 88
Unallocated corporate KRB
expenses EEHX (18,834)
Loss from operating REXBER
activities (11,334)
Finance costs A R (4,313)
Loss before taxation CL (15,647)
Taxation BiH (24)
Loss for the year REEER (15,671)
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S 75 R R
6. SEGMENTAL INFORMATION (Cont'd) 6. WER (H)
(a) Primary reporting format — business (@) TEBMEHX — EHHE (H)
segments (Cont’d)
2005
“RRLA
HK$' 000
T#7
Content
solution and IT  Educational
business enabling content Logistic
consultation  technology services services Total
WA Bt M
% HARE 4
REGH®A BB LY Yo A5 it
Assets g3
Segment assets SHE 680 1,014 37,073 37,958 76,725
Unallocated corporate~ AEAMZ
assets SE%E 5,298
Total assets ayE 82,023
Liabilities i
Segment liabilities S (794) (103) (29520) (34,607) (65,024)
Unallocated corporate KB
liabilities EHARK (10,872)
Totdl liabilities A (75,89%)
Other segment information $:fib 7% % B
Capital expenditure BAR% n 10 1 412 504
Amortisation of land et
lease premium iRl — — 170 — 170
Depreciation of property, W% ~ KEX
plant and eguipment Rz 244 21 2,036 732 3,033
Amortisation of P 8 R A 1 4
development costs — 446 — — 446
Impairment of goodwill P EWfE - - - 4,944 4,944
Written off of bad and
doubtful debts R IR — — — 1 1
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6.

SEGMENTAL INFORMATION (Cont'd)

(a) Primary reporting format — business
segments (Cont’d)

Notes to the Financial Statements
$0 75 e 2% B ik

6. ¥R (A7)
(a) EEBHHKX — EHF &)

2004
e 4 UL
HK$' 000
F#r
Content
solution IT  Educational
and business enabling content Logistic
consultation  technology services services Total
2 ik
LN YES Bl bk 4
€S E T BB W2 I i s Bt
(restated)
(E31)
Turnover BER
Sales to external I Ah
customers KR8 855 403 366 207,850 209,474
Results |
Segment results U ES (113) (10) (7.871) (1,296) (9,290)
Interest income FBHA 53
Forfeiture of depositon R H
purchase of property MEHE 9,545
Unallocated corporate REAEZ
expenses 3153 (13502)
Loss from operating Re¥w
activities i (13,194)
Finance costs il AR (3,505)
Loss before taxation B B i s 4R (16,699)
Taxation B (2,955)
Loss for the year RE B (19,654)
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25 2% B wE
6. SEGMENTAL INFORMATION (Cont'd) 6. e R (H)

(a) Primary reporting format — business (@) TEBMEHX — EHHE (H)

segments (Cont’d)

72

2004
“ZENE
HK$ 000
T#x
Content
solution IT  Educational
and business enabling content Logigtic
consultation  technology Services Services Total
WA
RS ¢ i) At
UET T T Tt Yt Yok s Hiit
(restated)
]
Assets (A
Segment assets SRR 895 1561 39,206 34,847 76,599
Unallocated corporate RiEAEZ
assets SEYE 2339
Total assets BERE 78,938
Liabilities fifg
Segment liabilities R B (3,307) (1,848) (22.580) (25,113) (52,848)
Unallocated corporate RiEa B
liabilities SEAR (4,29)
Total liahilities R (57,140)
Other segment information JEfB /3 &R
Capital expenditure AR — 755 — 1272 2,027
Write-back of accounts o Il
payable — — — (4,063) (4,063)
Write-back of unreconciled 8 i £ it S 4
inter-branch balances ] 4 - - - (414) (414)
Amortisation of land W
|ease premium MR — — 170 — 170
Depreciation of property, — #1% ~ W&
plant and equipment wfirE 129 388 389 606 1512
Impairment of property, Wik ~ B &
plant and equipment B - - 4,583 — 4583
Amortisation of B8 A B
development costs — 32 — — 312
Amortisation of goodwill 7S — - — 238 238
Provision for doubtful debts R 5 — 2 — — 2
Written off of bad and IR
doubtful debts — — — 3919 3919
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Notes to the Financial Statements

$F 785 3 M i
6. SEGMENTAL INFORMATION (Cont'd) 6. HpEM (H)
(b) Secondary reporting format — geographical (b) R - 5 3
segments
An analysis of the Group’s results by geographical AR A B 3 4 i b 43 8 2 43 B
segment is as follows: T
Segment Segment Capital
Turnover results assets expenditure
BEH AES AGE WA

05 004 2005 2004 005 2004 005 2004
CRRNA CRENE CRFLE CRRNE CRRAE CFINE CRAE CFRNE
HK$000  HK$000 HKS000  HKSO000  HKS000  HKS000  HKS000  HK$O000
T  Té#x  TEr  Téx  THx  TéT  TEL T#x

(restate)
(FE5)
Hong Kong B 558 2651 (2586) (5549 8166 10,179 186 766
The PRC i 4187 03T (845)  (16361) 6719 6558 ¥ 1107
USA and Others R RN 034 6506 (591) (77) 6658 3166 13 154
023 MM (11422) (2689 808 78938 54 200
Interest income MAKA 8 53
Forfeiture of deposit S
on purchase of B3/
property - 9,545
Unallocated corporate AR
expenses SEM - (109)
Loss from operating Bkl
activities B (11334 (1319
Finance costs EEEN (4313) (3,505)
Loss before taxation BBt (15647)  (16,6%)
Taxation B 2 (2%
Loss for the year AERER (1567) (1965
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FA 75 % 2 B R E
7. TURNOVER AND OTHER REVENUE 7. BEE N bR

Turnover represents (1) project fees from the provision
of project consultancy services; (2) distribution fees from
the provision of content information; (3) service fee from
the provision of internet solution services; (4) service fees
from the provision of educational content services; and

BSRW IR (DR PE E B R B 2 HH
% QRBNAEMZIBXE 5 (3 #
P BTG KA R e T S R 2 TR 8 ¢ (4) $
BEEH WA MBI & = X(5) =Rty
TR R H > RABEEENAF

(5) service fees from the provision of logistic services MZRZHWT :
and excludes intra-Group transactions as follows:
Group
A AR 1
2005 2004
—RELAEE ZFERNE
HK$ 000 HK$ 000
TF# F#oc
Turnover BEW
Content solution service A 2 Bt R IR 25
and business consultation PEIIT T
— project fees —JH#% 298 240
— distribution fees —BXE 806 615
— consultation fees — A & 14,434 _
Internet solution service fees Tk A A e
ES '3 398 403
Educational content service fees BENE B 72 366
Logistic service fees YU e 277,226 207,850
293,234 209,474
Other revenue Al e 2
Forfeiture of deposit on W W
purchase of property LB & — 9,545
Write-back of accounts payable 1% 1] 8 1 MR 3k
(Note 3(a)(iii)) (Mt 7E3(a)(iii)) — 4,063
Other income H A e A 2,866 2,118
I nsurance compensation R e W % — 2,304
Refund of compensation on legal cases BRERM AR — 573
Reimbursement of salaries o 4 A3 0l 1 132 633
Management fee income HE WA — 489
Write-back of unreconciled 188 9] A B S HR
inter-branch balances 43 O ) [ A B — 414
Negative goodwill on acquisition W I £ T — 129
Interest income A B WA 88 53
Gain on disposal of property, HERE - Wk
plant and equipment Bt 2 W o — 8
3,086 20,329
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LOSS FROM OPERATING ACTIVITIES 8.

The Group’s loss from operating activitiesis arrived at

after charging:

Cost of services provided
Staff costs (excluding directors’
remuneration)
Wages and salaries
Unutilised annual leave
Retirement benefits scheme
contributions
Auditors’ remuneration
Depreciation of property, plant and
equipment
Impairment of property, plant and
equipment
Amortisation of land lease premium
Amortisation of development costs
Impairment of goodwill
Amortisation of goodwill
Loss on disposal of property,
plant and equipment
Operating lease rentals in respect
of land and buildings
Provision for doubtful debts
Written off of bad and doubtful
debts (Note 3(a)(iii))
Compensation on legal cases
Legal fees
Net exchange loss

Notes to the Financial Statements

$oh 75 i 2 B RE
BEBEHEH
AN 4 [ 45 % ZE i 1B ) SR N R 41 450
G
2005 2004
ZEFhAE —REBNLE
HK$' 000 HK$ 000
T T
PRt MR B AR 256,357 197,011
B T A
A EFEEEME)
T& K ¥4 15,598 14,033
AR 7 A8 — 78
XS |
Bk 964 965
A% SR T 4 672 655
¥~ BE &
Y 3,033 1,512
¥~ BE K
WA WAE — 4,583
= Ml 5 P A 170 170
B 3% g AN J8 43 446 372
Tl A 4,944 —
T B — 238
MEZmE - BE K&
B Z R 6 391
+ b A2
RS 3,262 3,376
TR B — 2
R S8 R L g
(Kt #E3(a)(iii)) 11 3,919
VR A I A — 1,913
BHEN 2,995 2,688
[ 52, )i 48 v A 252 193
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Fo 75 e 2R P
9. FINANCE COSTS 9. MWHEA
2005 2004
ZREFHA TRBPYLE
HK$ 000 HK$’ 000
T# TF#IC
(restated)
(E )
Other interest HAl ) & 300 -
Interest on convertible notes B EEZ
(Note 22) B (Hfat22) 4,013 3,505
4313 3,505
10. RETIREMENT BENEFIT SCHEMES 10. S8 PR A il

HERZFFE T A BB > KEEZL
P 0 B 2 Sad ] v AR St 8 ([
RERTE) o WAL w0 R A AR
At El > B RZEE AN B o AR IRAT S
At > AR 2 08 B A A % A %A B
B B Z WA (G 28 5 v ] 1k A B4 s 1))
5%} % at &1 A th k> HEdE A ALK R
1,000 704 LR > FIAbZ Bk E A
PEET o

From 1 December 2000, the Group has arranged for its
Hong Kong employees to join the Mandatory Provident
Fund Scheme (“the MPF Scheme”). The MPF Schemeis
a defined contribution scheme managed by an
independent trustee. Under the MPF scheme, each of the
Group’s employees makes monthly contribution to the
scheme at 5% of the employees’ earning as defined under
the Mandatory Provident Fund legislation, subject to a
cap of HK$1,000 per month and thereafter contributions
are voluntary.

For the year ended 31 December 2005, the aggregate BKE_ZZFHET_H=Z=T—HILAE
amount of employer’s contributions made by the Group BE > SR [ SRR 4w 4 Hh 2 0 4
to the MPF scheme was approximately HK $189,000 X AR £ 55 189,00085 G (T F YA ¢
(2004: HK$225,000). 225,0003 75) ©

FR B8 b B B - v R B A R
R = 2 1) 2 o R A L R L IR
& B R AR E EIAE K o MEBR P BB
FFEED) > A 8 ZE0h 3 v B g B SR A
4 #11%% 15%fF sk > 1 B AR
B W AR PR 4 S i AR PR AR A ) B 4 ZE A
AT & o IBIKIE B Z B 1B ik 4 2
HH M R K B 2 IR AR B R o B E
CEBHAETAZFHIESEE s K

As stipulated by the rules and regulations in the PRC,
the subsidiaries and representative officesin the PRC are
required to contribute to a state-sponsored retirement plan
for their employees in the PRC. According to the rules
prevailing in the PRC, the Group is required to contribute
approximately 11% to 15% of the basic salary of its
employeesin the PRC, and has no further obligations for
the actual pension payments or post-retirement benefits.
The state-sponsored retirement plan is responsible for the
entire pension obligations payable to retired employees. 46 ] b e R A 4 Bk A K
For the year ended 31 December 2005, approximately 787,000% 70 (ZFFPY4F : 752,000%
HK$787,000 (2004: HK$752,000) was paid by the Group JC) °

with respect to such retirement plan.
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W %5 ¥ 3% P
11. DIRECTORS AND SENIOR EXECUTIVES 11, w3 R AT H 4
REMUNERATION
(a) Directors’ remuneration (a) HHME
The details of emoluments (excluding share option FH RS O RIS R HE) SE 1%
benefit) of every Director are shown below: mE

Year ended 31 December 2005

Name of Director

WA
Xie Xuan i e
Ho Wing Yiu fi 2%

Lo Mun Lam, Raymond & & 7%
Law Shiu Kai, Andrew % 48

(Note 1) (HfiaE1)
Wu Jixue TR 5 22
Y ang Zhenhong B s Bt
Zhang Daorong TRIE R
Note:

1.  Ceased on 26 January 2006.

WBE_FFHFETH="1—H

IEAE
Retirement
Basic salaries, benefits
allowances and scheme
Fees other benefits contribution Total
AR & -
Wik BARE ARG
i oAb A 2 it 5t
HK$' 000 HK$' 000 HK$' 000 HK$' 000
T #c TF#ox T#x T#x
— 2,160 — 2,160
— 2,160 12 2,172
— 24 — 24
— 24 — 24
— 20 — 20
— 18 — 18
— 48 — 48
— 4,454 12 4,466
et -

1. FERZFFAF-HAZHA
El o
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FA 75 % 2 B R E
11. DIRECTORS AND SENIOR EXECUTIVES 11, wFEREGHTUABME )
REMUNERATION (Cont’d)
(a) Directors remuneration (Cont d) (a) #HHFM4 (H)
Year ended 31 December 2004 RBEE_FENIFEA—H=+—H
IE4EE
Retirement
Basic salaries, benefits
allowances and scheme
Name of Director Fees other benefits contribution Total
AR H 4
Wk BRI
HHEH e oAb A 35 i fit 5% M5t
HK$ 000 HK$ 000 HK$ 000 HK$ 000
F#c T F#x F#x
Xie Xuan i e — 2,160 — 2,160
Ho Wing Yiu i 2% H — 2,160 12 2,172
LoMun Lam, Raymond & (7% — 24 — 24
Law Shiu Kai, Andrew  ZE#1E
(Note 1) (FtiEL) — 42 — 42
Wu Jixue (Note 2) A5 (ff7E2) — — — —
Yang Zhenhong (Note 3)  ##i¥t (Kf#£3) — 5 — 5
Zhang Daorong (Note 3)  3REZ (Mf#E3) — 12 — 12
Lam TzeLing (Note4) A7 (Hfit4) — 12 — 12
— 4,415 12 4,427
Note: M st -
1. Redesignated from Independent Non-executive 1. REFFNEJLA=ZTHHE
Director on 30 September 2004 SLIEAT AT
2. Appointed on 21 April 2004 2. WROEBRNENH _+—HE
=T
3. Appointed on 30 Setpember 2004 3. RIFZFNFEILAZTHEZR
JiR
4.  Resigned on 18 March 2004 4., RIFEFNE=HA)\HBHE
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11. DIRECTORS AND SENIOR EXECUTIVES
REMUNERATION (Cont'd)

(b) Five highest paid employees

The five highest paid employees during the year
included two (2004: two) executive directors whose
remuneration are set out in directors’ remuneration
in (a) above. Details of remuneration of the
remaining three (2004: three) employees are as

11.

S 5 3t o B ik

WP R AT R & (4)

(b) HpidwFie R

N > Ffn IR H S A
(CERNAF : WAL PUTEF > 5
FZM eI B () HF M
— i o AN T AR =4 (2
RN =00) 8 B Z a1

follows: W
2005 2004
ZRERRIAE ZRFPILE
HK$ 000 HK$ 000
T#x T#x
Basic salaries, allowances and FARF A HA K
other benefits H A A 25 1,576 1,628
Retirement benefits scheme contributions 1B #& #& # &1 81 At 5% 30 36
1,606 1,664
The emoluments fell within the following band: P9 <8 A1 - DA T i -

Number of highest
paid individuals
I8 v i O BN
2005 2004
SRRAE RENE

Nil to HK$1,000,000 % %1,000,000% J© 3 3

There were no emoluments paid by the Group to
the employees as an inducement to join or upon
joining the Group or as compensation for loss of
office during the year (2004: Nil).

AR KR [ N S A 4R s
HESHBHETRE CFF
VU4 : 4E) o
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12. TAXATION

(@) Taxation charged to the consolidated income

80

statement represents:

B

Current:
PRC income tax

No Hong Kong profits tax has been provided (2004:
Nil) as the Group has no assessable profits arising in
Hong Kong during the year. The statutory tax rate for
Hong Kong profits tax is 17.5% (2004: 17.5%) on the
estimated assessable profits arising in Hong Kong
during the year. Taxes on profits assessable elsewhere
have been calculated at the rates of tax prevailing in
the countries in which the Group operates, based on
existing legislation, interpretations and practices in
respect thereof.

For the year ended 31 December 2005, the statutory
corporate income tax rates applicable to the subsidiaries
established and operating in the PRC ranged from 15%
to 33% (2004: 15% to 33%).

12. BEMHE

(@)

H 2 i 3 B A5 B

Asian Information Resources (Holdings) Limited RS () A BRA A

W R H AR A B 2 BT A

Group

A H
2005 2004
“EERNhAE FFNUF
HK$' 000 HK$' 000
T# T#7T
24 2,955
P A 45 0 7 4 PR A 7 o0 Sl 0 e 2

JESRBLREA » Mok 3p AR A U]
BBEH CERNE - ) - £R
TERF W AR Z AN B E R G A 2
WHIRRL EBR 2 17.5% (CFF
PY4E : 17.5%) o FL At b [m B R 6
| Z BRI T3 MR A 45 1B 4848 S 0 I
RKZBRBER > WIBATHBSEH
PR R E

BE_ZFHETA=Z+—HIE
ARJE > AR B O AR 2
Bit g 2 i 2 8 A E P AR B R Ay
15%% 33% (ZFF Y4 : 15%E
33%) ©




Notes to the Financial Statements

12. TAXATION (Cont'd)

(b) A reconciliation of the tax charge/(credit) applicable

(©

to the Group’s loss before taxation using the
statutory rates for the countries in which the
Company and its subsidiaries are domiciled to the
tax charge/(credit) at the effective tax rates are as
follows:

S 25 e o Bk
12. B (4)
(b) AT R H A T B AE B 5

WA B A G 0 P A 4 ) 2 B
HiEs R Z BLIE S (EAR) > B
HBBRFH R Z BUESC 7 (K AR)
ZWHEIFRmT

Group
AR
2005 2004
“RBNLA “ERFENE
HK$' 000 HK$' 000
Fi#r F#x
(restated)
(E5Y)
Loss before taxation i A5 T s 1B (15,647) (16,699)
Tax credit calculated at Hong Kong ¥ A W R 45 BBl % 17.5%
profits tax rate of 17.5% (2004: 17.5%)  (ZZRZFY4 : 17.5%)
At Z BLE KA (2,738) (2,922)
Effect of different tax rates of subsidiaries At =] ¥: h % 4 &
operating in other jurisdictions Z B 2 W) B R
Al Z 5 2 (1,748) (7,014)
Income not subject to tax T SR Z WA (3,081) (22)
Expenses not deductible for tax purposes A RE 8L 2 B 3% 6,151 11,795
Utilisation of previously unrecognised ) H A R e R
tax losses I s 18 (149) (41)
Unrecognised temporary differences oA e T I 2 R
and tax |osses Tt JE s 48 1,589 1,203
Others oAl — (44)
Taxation charge for the year N ZBLIE 24 2,955

At 31 December 2005, the Group had tax losses
arising in Hong Kong of approximately
HK$15,526,000 (2004: HK$14,743,000) that were
available for offsetting against future taxable profits.
Such losses may be carried forward indefinitely. No
deferred tax asset has been recognised in respect of
such losses due to the unpredictability of future
profit streams.

()

RoBRZLETHA=Z+—H» &
HSERNBFBEEREBRLD
15,526,000% 70 (= F ZF P4 :
14,743,000%78) > A R HRE AR 2R
JE R B A o % 55 e 4E T A FRL 4
B o phy 7 SR T AR 2R i ) 2R DR -
PR I P 40 e % 5 s L e 0 90 i L IE
B o
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13. NET LOSS FROM ORDINARY ACTIVITIES 13. JBeSEHEAN H % S 55 1 8
ATTRIBUTABLE TO SHAREHOL DERS

The net loss from ordinary activities attributable to RANFRBRE_FZHAFE T _H=1—
shareholders for the year ended 31 December 2005 dealt H k47 B B 25 3 O B 2 B SR A H
with in the financial statements of the Company was ¥ 1R 4 413,168,000 6 (ZF=E
approximately HK$3,168,000 (2004: HK $16,693,000) PY4E : 16,693,00085C) (KM #E25) o
(Note 25).
14. LOSSPER SHARE 14. 5B #
The calculation of basic loss per share is based on: B I B A e 18 T L8 DA R &5 TE RO ¢
2005 2004
e 2 & S ZRERUE
HK$ 000 HK$' 000
T-#C F#oc
(restated)
(E )
L osses e 11
Net loss from ordinary activities JHR 5 S R B A
attributable to shareholders i 48 2 J% SR R A
used in the basic loss per ERCE Y R
share calculation (14,981) (6,078)

Number of shares
J8e 0 ¥ H
2005 2004
ZREBHAE  ZERFNE

Shares JBe By
Weighted average number of JH R 5 S R B AR

ordinary shares in issue during R Z AN T BT

the year used in the basic W i 2 R

loss per share calculation P 476,237,105 476,237,105
Diluted loss per share amounts for the years ended 31 HREE —RRNER _RFLE T
December 2005 and 2004 have not been disclosed as no AZ+— B IR i s > Bk
diluting events subsisted during these years. S0 45 8 % AR P B I v AR o
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Group

Cost:
At 1 January 2004
(restated)
Additions

Acquisition of a subsidiary

Disposalgwrite off

At 31 December 2004
(restated)

Accumulated depreciation

and impairment:
At 1 January 2004
(restated)
Charge for the year
Impairment l0ss
Disposalsiwrite off

At 31 December 2004

(restated)

Net book value:

At 31 December 2004

(restated)

WA
e 2 12
—A—H (&)
e
WO A
th /s

REFRNEFZA
Zt— B )
Rithi

B«
e 2 13

—A—H (&)
KR
HHER

thet /s

REFZNELZ
S (EH)

Wi
REZEWELZA
Zt- 1)

15. PROPERTY, PLANT AND EQUIPMENT

Notes to the Financial Statements
$0 75 e 2% B ik

15. W ~ W5 Bk

7 4
Furniture Computer
L easehold and and Motor

Buildings ~ improvements fixtures equipment vehicles Total
By HEBERE O RBAKE  ERARN L it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS'000
T#x T#x T#L T#L T#x T#x
38,006 2571 1,545 4,144 31 46,647
- 748 238 756 25 2,021

- 105 210 480 140 995
— (2317) (1,199) (1,949) — (5,465)
38,006 1,107 854 3431 806 44,204
112 2,188 1,426 4,050 3L 9,166
760 87 126 35 184 1512
4,583 - - - - 4,583
- (1,935) (1,190) (1,949) - (5,074)
6,464 340 362 2,456 565 10,187
31,542 767 49 975 21 34,017
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FA 5 i 2% B R
15. PROPERTY, PLANT AND EQUIPMENT 15. Y% - WE Kkt ()
(Cont’d)
Group AR
Furniture Computer
L easehold and and Motor
Buildings  improvements fixtures  equipment vehicles Total
By HEBERE  BERKE  EMRGHE T it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Fitx Fitx T Fit Fitx Fitx
Cost: 1%
At 1 January 2005 REZFLE
(restated) —H—H (&3 38,006 1,107 854 3,431 806 44,204
Additions E — 100 59 435 — 594
Disposalgwrite off /e — = (15) (31) - (46)
At 31 December 2005 REBRAA
+ZH=+—H 38,006 1,207 898 3,835 806 44,752
Accumulated depreciation B aHi % K ¢
and impairment:
At 1 January 2005 REZZLE
(restated) —A—H (&) 6,464 340 362 2,456 565 10,187
Charge for the year A 2,035 181 153 562 102 3,033
Disposalswrite off & /e — = 9) (30) - (39)
At 31 December 2005 R-F%HA
+ZA=Z+—H 8,499 521 506 2,988 667 13,181
Net book value: I e
At 31 December 2005 REBRAA
+ZA=+-H 29,507 686 392 847 139 31571
The Group’s land and buildings are located in the PRC AR 2 4 R AT I AL P o AR
and held under land lease premium for a period of 50 B HERE LTS BEZFI
years up to December 2048. The land and buildings are JNAETZ A By 1k o 1o KT H s
currently illegally occupied by a third party. ZFIEEAH -
Land and buildings were stated at the Directors’ valuation e M B AR T 4 2 0 A A E R
by reference to their open market value with vacant “ERBRFELA=Z+—HAMFEZ TR
possession as estimated by a firm of professional valuers ZEBEEAREAPT AR N Z A -

as at 31 July 2005.
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16.

17.

LAND LEASE PREMIUM

The Group's interests in land lease premium represent
prepaid operating |ease payments and their net book value

are analysed as follows:

Cost:
At 1 January
and 31 December

Accumulated amortisation:
At 1 January
Amortisation for the year

At 31 December

Net carrying amount:
At 31 December

L eases of between 10 to 50
years, held in the PRC

DEVELOPMENT COSTS

Cost:
At 1 January
Additions
Government grant

At 31 December

Accumulated amortisation:
At 1 January
Amortisation for the year

At 31 December

Net carrying amount:
At 31 December

Notes to the Financial Statements

S 5 3t o B ik

16. - Huf H BE

A S 7 M R R 2 T 4 LAY
JEAH 4 S SEHR AT (B AR AT T

2005 2004
SRRNE  CFENE

HK$' 000 HK$’ 000
T TF#x
(restated)
(FE3)
JA
H—H—HX
F=F == 7,741 7,741
Rl e
wm—H—H 283 113
A4 B i 170 170
w+_H=+—H 453 283
YR i 4
w»+—_H=+—H 7,288 7,458
ENFER
H4EZ L
T R A 7,288 7,458
17. B AR
Group
AR
2005 2004
ZEZRAE —EENE
HK$’ 000 HK$’ 000
T TF#oC
WA :
wm—H—H 1,352 —
U — 2,701
BUIRT #fi B — (1,349)
»t+—-H=+—H 1,352 1,352
Bl 88y -
Hm—H—H 372 —
A4 B 1l B 446 372
W+ _H=+—H 818 372
Y i 4 ¢
N+ H=+—H 534 980
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17.

18.

DEVELOPMENT COSTS (Cont'd)

The amount represents direct development costs incurred
for the development of “Advanced Distribution and
Transportation Systems” less government grant, and is
amortised on a straight-line basis over three years.

GOODWILL

The amount of goodwill capitalised as an assets in the
consolidated balance sheet, arising from the acquisition
of Ever-OK International Forwarding Co., Ltd. in 2004
is as follows:

Cost: AR
At 1 January w—H—H
Effect of changes Tr v B 7 i i R HI)
in HKFRS 3 SHINRE ) 2 B
At 31 December W+H+ZH=+—H
Accumulated amortisation 3wt ¥ &%
and impairment : B WAl
At 1 January w—H—H
Effect of changes Tr v B 7 i 1 R HI)
in HKFRS 3 SRR 2 B
Amortisation for the year AR A JIE 4 8
I mpairment WA
At 31 December W+HZHA=+—H
Net carrying amount: IR e L
At 31 December WT+ZH=+—H

Impairment charge for the year is included in
administrative expenses in the income statement.

17. BHEEEA ()

ik JEL TR R B 4% [ 51 26 T 206 A 76 oy 2% 4
Pt A 2 L BB IR AR > IRIBURT A B

3 DL AR oy = AR R

18. Wi

TP 2 2 U A MR T g A PR B A
PR 2 ) e A A Ak R R AR AN
Ty JH A Z R R

Group

AEM
2005 2004
“RBhE SRBNE
HK$' 000 HK$' 000
T#7 T#7T
5,182 5,182
(238) —
4,944 5,182
238 —
(238) —
— 238
4,944 —
4,944 238
— 4,944

AN Z A U 4R 25 58 B\ % AT BB

io
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19. INTERESTSIN SUBSIDIARIES 19. BB A vl Wi
Company
AR H
2005 2004
ZERHAE ZERNE
HK$ 000 HK$’ 000
T TF#oC
Unlisted shares, at cost JE LT > JEAE 14,083 14,082
Due from subsidiaries JFEE WAL BF Jeg§ A ) ik D 126,298 126,348
140,381 140,430
Impairment loss I AE e 1R (140,380) (140,429)
1 1

FOF J 2 ) 2 4 o S S M A S o B
IR AR L2fE A W IR -

TREQFHEAREE G - BERRA
(CCEVIRCE 2 T i) PACE S i

The balances with subsidiaries are unsecured, interest free
and not due for repayment within the next twelve months.

The following list contains only the particulars of
subsidiaries which principally affected the results, assets
and liabilities of the Group.

I'ssued and
fully paid Per centage of
Place of share capital/  equity interest
incor poration registered  attributable to
Name and operation capital the Group Principal activities
el W O B e RMR 7 455 J M A
4 mEmE B EMEAR '2 JiFid: EX =31
Advant Development The British US$10 60% Investment holding
Limited Virgin Islands 103678 BE R
£y ) &ieid
AIR Logistics International The British US$1 100% Holding of trademarks
Holdings Limited Virgin Islands 170 FH R
ey ) &ieid
AIR Logistics The British US$1 100% Provision of
International Limited Virgin Islands 1%t consulting,
b )il administrative and

management services
FEBLRIR ~ frE K
el e
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19. INTERESTSIN SUBSIDIARIES (Cont'd)

Name

Hik

Asian Educational
Services Limited (Note c)
(Htiitc)

Asian Information Resources
(BVI) Limited (Note a)
(Htita)

Asian Information
Resources Limited

A A A

Asian Information Resources
Finance Limited

Asian Information Resources
Investment Limited

Asian Information Resources
Marketing Limited

Place of
incorporation
and operation

el O B
BEw

Hong Kong
&

The British
Virgin Islands

S R LT

Hong Kong
B

Hong Kong
&

Hong Kong
=i

Hong Kong
=i

19. H¥m A wlHEdE (A7)

I ssued and

fully paid
share capital/
registered
capital

CEAT KR
JBeAR ik A

HK$10,000
10,000 70

US$200
200370

HK$11,228,290
11,228,290% 7t

HK$2
2T

HK$2
2% T

HK$10,000
10,000 75

Per centage of
equity interest
attributable to

the Group
74 45 190 A
ig ¥ipid:H

Principal activities
B =31

Provision of
educational services

BB E N

40.8%

100% Investment holding
Eia gt

100% Provision of on-line
content and related
technical services,

information technology
solutions and
consultancy services,
and e-commerce
investment
RO g &

A BB R ~ B
L S EY
REUREFHEBRE

100% Provision of treasury
functions to group

companies

S A ) A

Jok B AR

100% Provision of
administration

services to

group companies

Y VN

T8 R #

100% Provision of on-line
content and related

technical services
PR g &

HH A 5 7l e
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19. INTERESTSIN SUBSIDIARIES (Cont'd) 19. WH)E A FHELR ()

I ssued and

fully paid Per centage of

Place of share capital/  equity interest

incorporation registered  attributableto
Name and operation capital the Group Principal activities

el O B CEAT KR 78 45 190 A
4 BERE B GEMEA ig ¥ipid:H FEEH
Asian Information Resources Hong Kong HK$5,000 100% Provision of software
TechLogic Limited i 5,000% 7G solutions services
SR B AR R A A SEBLIR A A T 5 5 R
China Cyber University Hong Kong HK$2 80% Provision of
Limited g 2B 7T online educational
A A KB R A content services
RBEH EZE WA R
Confirm (China) Limited Hong Kong HK$3,000,000 100% Investment holding
T A (h ) A7 B A Bt 3,000,000 G R
Eleson Inc. The British US$9,600 100% Investment holding
Virgin Islands 9,6003 78 BE R

B R AT
Cyber Strategy Limited Hong Kong HK$75,000 100% Strategic investment
B SR WG A ) ZiRlis 75,0009 7t holding
R4 e It
Ever-OK International The PRC RMB17,300,000 60% Provision of air and
Forwarding Co., Ltd. (Note b) HiE AR 17,300,00070 ocean freight services
I 2 R A R ) SRR 22 5 R it R
(Htiitb)

Ever-OK International Hong Kong HK$200,000 60% Provision of air and
Forwarding Co., Limited T 200,000% 7C ocean freight services
6708 R B 5 T () AR A B2 A3k 22 L % A A
Ever-OK International The United US$200,000 60% Provision of air and
Forwarding Co., Ltd. States of America 200,000% 7& ocean freight services
e A 22 % it IR
Forest Technology Hong Kong HK$10,000 100% Provision of internet
International Limited g 10,0009 7G solution services
FRATH A B B A R 2 ) SR B 150 48 A e R IR
Lecture Kit Company Hong Kong HK$5,000 80% Investment holding
Limited T 5,000% 7C and provision of
LG R4 on-lin educational
content service
R kot b
BENA M
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19. INTERESTSIN SUBSIDIARIES (Cont'd) 19. BB A v HELR ()
I ssued and

fully paid Per centage of

Place of share capital/  equity interest

incorporation registered attributableto
Name and operation capital the Group Principal activities

el O B CEAT KR 74 45 190 A
#W BERE B GEMEA JBCHE 43 e FEEH
Myhome Network Limited Hong Kong HK$900,000 77.78% Investment holding
K 2 3 7 A A A PR R 900,000% 72 Eia gt
Union Resources Hong Kong HK$10,000,030 40.8% Investment holding
(Educational Development) g 10,000,030% 7t and provision of
Limited (Note c) educational content
el GERE) ARAF services
(Hfitc) BB e R AR
BAE WA
B e EIRBUH B (AT The PRC US$4,819,000 40.8% Provision of
A B2 (Notec & d) H g 4,819,0003 JC educational content
(Kt itcXd) services
BB B A R

Notes: Bk :

(@) AsianInformation Resources (BVI) Limited (“AIR BVI") (@) Asian Information Resources (BV1)

Limited (TAIR BV1]) HHAS A 5] B2+
A s i H A A B E A R AR A
HBBAIRBVIHEZRA o

is directly held by the Company. All other subsidiaries
are indirectly held by the Company through AIR BVI.

TR e 208 R o T A PR ) s A
B B r Z ARG B A > B
TR > B4R

(b) Ever-OK International Forwarding Co., Limited is a (b)
jointly foreign owned enterprise established in the PRC
for aterm of 20 years up to 2024.

gt £ T HL g 2 W) 349 2 A 4R T 2 i
Ji ox W o B PR R A 45 I AE A A T
ZHERTIIE M A~ A > T
S FE o m R B W] B AT R
B2 AR I 50% o AHE A HE
B MR A m) 2 I R PR -

() URanditssubsidiaries are subsidiaries of the Group as ()
the Group’s interest in these companies are held through
subsidiaries which in turn hold more than 50% of the
issued share capital of these companies, and the Group
has the power to govern the financial operating decisions
of these companies.

(d) & B IREE B (#ER8)H PR 2 w]is awholly foreign d) WEBEATRE G G RAF
owned enterprise established in the PRC for a term of 50 BN L2 BANE A KB
years up to 2048. W E M)A > B4R o

None of the subsidiaries had any loan capital in issue at
any time during the year ended 31 December 2005 (2004:
Nil).

HEMBAFRERE_—FZFHFET A=
o H R AE RN B AT A A (2
FENLE : ) -
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20. ACCOUNTSRECEIVABLE 20. MEWCER %
The credit terms granted by the Group to a customer are AR ) & P PR 2 A5 RS 2 % 8
determined on a case-by-case basis with reference to the BEAEH - MEFEPREELZ8H
size of sales contracts, recurrent sales with the customers B B A S 2 A B IR Sb 42 A B A DL A o
and their credit history. The Group makes provision for AR 5 [ A8 ) AR 0 A AT HR K A 4
accounts receivable based on specific review. Provision i - EF BB &R - K EE KA
is made against accounts receivable after considering the B R A% WO R AR B o
amount due, creditability of customers and other
qualitative factors.
An ageing analysis of the accounts receivable of the AR AR A 45 5 H 2 R WUR sk 2 i i 43
Group as at the balance sheet date, is as follow: mE :
Group
A4 M
2005 2004
“RENAE ZREYL
HK$' 000 HK$ 000
T# T#C
Outstanding balances aged: A I R R A5 R MR R -
0 to 30 days 0Z 30K 14,089 12,126
31 to 60 days 312 60K 5,292 6,312
61 to 90 days 612 90K 7,388 RSS!
91 to 150 days 91% 150K 1,405 1,107
Over 150 days & #150K 1,208 1,966
29,382 23,086
Less: Provision for doubtful debts W R (1,097) (1,097)
28,285 21,989
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21. ACCOUNTSPAYABLE 21, MEAT MR
An ageing analysis of the accounts payable of the Group L 5% 6 I i i A A T SR B IR B S8 2 H
as at the balance sheet date, based on the date of FHAAEE R A5 T H Z A Rk Z R
completion of services provided by the suppliers to the SR

Group is as follow:

Group

¥ L
2005 2004
“EENhAE FFNUF
HK$' 000 HK$' 000
T#7x T#c

Outstanding balances aged: R I R R A5 R TR R -

0 to 30 days 0Z 30K 12,638 12,013
31 to 60 days 312 60K 8,067 5,777
61 to 90 days 612 90K 6,893 1,587
91 to 150 days 91Z 150K 1,058 1,327
Over 150 days & 38 150K 364 1,028
29,020 21,732
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22. CONVERTIBLE NOTES

On 1 February, 2004, LK, an 80% owned subsidiary of
the Group, issued convertible notes with a face val ue of
HK$20,650,000 to a minority shareholder of the
subsidiary. The beneficial shareholder of the minority
shareholder waived the loans of approximately
HK$43,500,000 made to asubsidiary of LK, namely UR.
The principal terms of the convertible notes are asfollows:

(@) Maturity date 2 years from date of issue;

(b) Interest payable monthly of 0.65 per cent per month
from 12 May 2003;

(c) The conversion of convertible notes into shares of
LK may take place after LK’s shares are listed on
Hong Kong Stock Exchange or another stock
exchange. The conversion also may take place into
shares of acompany listed on the Hong Kong Stock
Exchange in which this company issues shares
capital in exchange for LK’s full share capital or
entire share assets and liabilities; and

(d) The conversion of the convertible notes may take
place at any time within 12 calendar months after
the event as explained in (c) above.

The fair value of the liability component and the equity
conversion component were determined at the issuance
of the convertible notes.

The fair value of the liability component was cal culated
using a market interest rate for an equivalent non-
convertible notes. The residual amount, representing the
value of the equity conversion component, isincluded in
shareholders’ equity in the other reserves.

S 5 3t o B ik

22. W RJB SRR

% e (A 4 B BE A 8090HE 25 Z [ &
W) P FERNEH — H e A F
Z A BB B 47 THI B 2% 20,650,0009% JG
AR o A BB R H AR R
A 1) B L O 2 | (BB S A
Z #143,500,000% j6 Z Bk o W 5
B2 EERRMT :

(@ B %84T HEF A

(b) MFF=FLA+HEHAFA
#H B H0.65ME A F & 3

() o e A B Ay A T A2 T B LAt 8
R G BT W] AT e S R gt
o G R o AV — IR BT LTl
A TFVEEAT A AR e vt 2t
AR 29 A B R > AR T HEAT
ik s K

(d)  AIHR SR i W T B3 (o) Bt
OB 1210 A A BE R AEAT o

A B 25 B Ay 2 43 AL TS I
AT AT SRR A

FE A Z 2P TS 3% R A 7] ke 5%
PR 5 BARGH . o B (RPAE aR s
i Z AELAED) SUII7 e RORE 25 v DA At fi 5 51
EEO
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22. CONVERTIBLE NOTES (Cont'd) 22. WRBEWE ()
The convertible notes recognised in the balance sheet is B B R AR R R e B SRR T R A
calculated as follows: mr
2005 2004
e 2 & S ZRERE
HK$ 000 HK$ 000
T-#C F#oc
(restated)
(E )
At 1 January w—H—H 18,003 —
Face value of convertible notes GE: 325 T — 20,650
Less: Issued costs W AT AR — (6)
Net proceeds J A5 K T 18,003 20,644
Equity component HE 25 5B 4y — (3,495)
18,003 17,149
Interest expense FEEH 4,013 3,505
Interest payable JEAS F1 S (1,611) (2,651)
Liability component at 31 December  *+—H =+—H & &% 20,405 18,003
Current Liabilities iy £ A 20,405 —
Non-current liabilities i B £ A — 18,003
Interest expense on the note is calculated using the S BB L E A B R
effective interest method by applying the effective interest S £ 65 9 4y BR A B B L %R 22.29% ©
rate of 22.29% to the liability component.
The fair value of the liability component of the convertible CIE 3 &8 =Pyt f/yQmte ==L U= 93
notes as at 31 December 2004 and 2005 amounted to “EEBNETA=ZTHZAES
HK $20,642,000 and HK $25,045,000. The fair values are Il %% 20,642,000% 7€ % 25,045,000% 7T °
calculated using the cash flows discounted at yield rates DO AE T3 43 33l 4 DA A W A1 B B 4 5
of the Hong Kong Exchange Fund Notes at 0.58% per AR B.0.58 ) J 47 5. 3.48)5 1l Bl 2 Bl 4

annum and 3.48% per annum respectively. WA -

94 Asian Information Resources (Holdings) Limited Hi¥l7R2 (FeIBt) 1 B A v




Notes to the Financial Statements

$0 75 e 2% B ik
23. SHARE CAPITAL 23. JBEAR
Company
AR H]
2005 2004
ZREHAE —REPYLE
HK$' 000 HK$ 000
T #C T-¥#C
Authorised W AR
2,000,000,000 ordinary shares 2,000,000,000/%
of HK$0.1 each 5 L H0.1% 0
Z % B 200,000 200,000
Issued and fully paid BT S B AR
476,237,105 ordinary shares of 476,237,105/5
HK$0.1 each A B I {E 0. 19 7T
Z % 5 47,624 47,624
24. EMPLOYEE SHARE OPTIONS 24. @ B B RE

The Company has a share option scheme, under which it
may grant options to employees of the Group (including
executive directors of the Company) to subscribe for
shares in the Company, subject to a maximum of 10% of
the nominal value of the issued share capital of the
Company from time to time, excluding for this purpose
shares issued on exercise of options. The subscription
price will be determined by a duly authorised committee
of the Board of Directors which includes all the
independent non-executive directors of the Company from
time to time. The subscription price will not be less than
(a) the closing price of the shares quoted on GEM on the
date of offer of the options or (b) the average of the closing
prices of the shares quoted on GEM for the five trading
days immediately preceding the date of offer of the
options, whichever is the higher, provided that the
subscription price will not be lower than the nominal value
of the shares.

No share options were granted during the year and no
share options were outstanding at the beginning and end
of the year.

A T OB IRl > W g AR
8 B (ff A 5 ATHE ) 52 ) w) i g
Aoy v By 2 P o AT B A 2 B
H AR A A F) A b AT R (Rt
T 5 S A A 55 PR A P A i 88 4T 2 Bt
1) Vi {2 10% © SR M AR A A ) #
BEABMZZE T (BEAAFARZ
B B SL IR AT ) B o R A S
RIS (2) B 4 77 452 Hh Ji e I 300 A A1 SE AR
Z BT B B (o) BB A7 48 2452 S PR e H
J91 1k i AR 22 B AR A SEAR Z P Wi
B (DA TR o 2 ) > MR (B A 5 77
JBe A Z T

A 1 NI JHE 457 LB RE o A A ) B AR R W
0 B AR AT Z S TR
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25. RESERVES 25. filt i
Company v /|
Capital
Share redemption Contributed Accumulated
premium reserve surplus |osses Total
Bebya i AR GAE  ECHER RiDER At

HK$'000 ~ HK$000  HK$O000  HK$ 000 HK$ 000
T TF#T T TF#x T

(Note)
(Htat)
Asat 1 January 2004 R FFLE
—~H—H 86,907 800 13,882 (137,441) (35,852)
Transfer to share premium  #45 2 i 4 i3 1 i 800 (800) — — —
Loss for the year AR JE e 1R — — — (16,693) (16,693)
Asat 31 December 2004 P FF N4
+ZHA=+—H 81707 — 13,882 (154,134) (52,545)
Loss for the year AR JE 1R — — — (3,168) (3,168)
Asat 31 December 2005 A R ERh4E
+oH=+—H 87707 _ 13882 (157,300 (55,713)
Note: Bt -

The contributed surplus of the Company represents the
difference between the nominal value of the ordinary shares
issued by the Company and the net asset value of a subsidiary
acquired through an exchange of shares as at the date of the
group reorganisation.

Under the Companies Law (Revised) of the Cayman Islands,
share premium, capital redemption reserve and contributed
surplus are distributable to sharehol ders, subject to the condition
that the Company cannot declare or pay a dividend, or make a
distribution out of share premium, capital redemption reserve
and contributed surplus if:

(i) itis, 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 issued share
capital account.

96

AN T Z B HBBRA LN R RATEERZ
T FL B 7 4 1B FE AL 78 00 A2 5 L A W i
Z Bif S 0 W) 2 A FE o

MLY% B 2 R A F 3 (BRTAS) > JBeAn Hie
BT ~ A I [ £ e A B T 0 IR T
JBe S > A

(i) B B 4 R AR HE s 4R B R
i > 5

(i) O E AT 5 A A R v e A
HAMEDETRARZ SR > QAR
A FE A EIRSIRAT R, > SRl
3 ¥~ A Tk A kBT AR
A 43k o
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RESERVES (Cont’d) 25. fuifli ()
Group 3L |
The capital reserve of the Group represents the difference AR B ARG AR A A W AT
between the nominal value of the ordinary shares issued Z THI A B 48 8 F AR B H 78 A8 B A e
by the Company and the aggregate of the share capital WA i B B 2 ) 2 B AR % PR Ao v AR ML
and share premium of subsidiaries acquired through an DRBEANL R —FZNE_H—H#
exchange of shares as at the date of the group BB R o
reorganisation and the waive of loans by a related party
on 1 February 2004.
All the reserves of the Group are attributable to the 7 £ 18 T flh 485 3% JB A 2 ) 5 L R i A )
Company and its subsidiaries. Fif e
OPERATING LEASE COMMITMENTS 26. BRI
The Group |eases its office property, staff quarter and AEERBREMELHHEL AR
motor vehicle under operating lease arrangements. Lease W~ BLA& KR > HERERZ
for property is negotiated for terms for one to four years. IR — AR BT o
Asat 31 December 2005, the Group had future aggregate R_FRZLFETH=1T—H » A4H
minimum lease payments under non-cancellable WA EWE - B THESRIEZA
operating lease in respect of office property, staff quarter A8 < R LB R H AR S A Z R
and motor vehicle as follows: FEREBAFEWE
2005 2004
ZRENA ZRRY4E
HK$ 000 HK$ 000
T# F#c
Within one year —4ER 2,321 1,688
In the second to fifth years, inclusive B oEERRE
(B E R W) 326 870
2,647 2,558
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27. RELATED PARTY TRANSACTIONS

During the year, the Group had the following significant
transactions with related parties:

a)

b)

98

Related party transactions included in the
balance sheet:

(i)

(ii)

(iii)

Amounts due from related companies are
unsecured, interest free and have no fixed
terms of repayment.

Amounts due to directors are unsecured,
interest free and have no fixed terms of
repayment. As at 31 December 2004, amounts
due to directors are unsecured and interest
free. Apart from an amount of approximately
HK$345,000 which has no fixed terms of
repayment, the remaining balance is not due
for repayment within the next twelve months.

As at 31 December 2005, the Group had,
amount due to China Collections Limited, a
minority shareholder of a subsidiary, of
approximately HK$181,000 (2004:
HK$181,000), which is unsercured, interest
free and not due repayment within the next
twelve months.

Compensation of key management per sonnel
of the Group

During the year, there are two key personnel of the
Group being executive directors of the Group.
Details of remuneration and related benefits are
disclosed in note 11 to the financial statements.

27. WEALRY

7 45 1 A A A R L N 3 AT SO
KEEH

a) WEEAMKINIRZBIEA LR
U

() WA W] AR IE TS MR
T~ G 6 B [ 2 9 kY o

(i) MY S aK0H ) ALY - 4
A R B [ R Y o T F
FWEFZHA=Z1—H
2 o sk I s S R K S
Ao Sl S8 R 3R kO sk
JE %) 345,000 7841 > fiRakiy
U S S i e D
o o

(i) RZFBEZHFE+_H=+—
H > A4 8 17 HE A B &g A =)
2 /b 8 % % China Collections
Limitedsk JH #1181,000% Jt
ZEEZPA : 181,000%
J6) o JHEEHGH - S8 K IR
AR A ZAEH B R o

b) A M BT BN B 2 6 &
N> ARG B 2 B R AR

ATEE R o 37 I S A B 4 A 7 B 75
FMEE1h B g o
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28. SUBSEQUENT EVENTSAND CONTINGENT
LIABILITIES

(i)

Litigation

On 1 August 2005, two subsidiaries of the Company,
namely Lecture Kit Company Limited (“LK”) and
Union Resources (Educational Development)
Limited (“UR") were cited as respondents in the
petition filed by Pine Enterprises Limited (“PINE”),
the minority shareholder of LK, for seeking High
Court’sorder to certain minority shareholder’srights
and if the Court thinks fit, to wind up UR (the
“Petition”). LK has engaged Messrs. Preston, Gates,
Ellis, solicitors to represent it in the Petition.
Affirmations and list of documents on behalf of LK
and PINE were filed with the High Court by the
respective parties.

By an order of the Court on 7 September 2005, it
was ordered that UR or its officers be restrained in
(a) dealing with shares of B £ & Vi 34 & %% J&& (7
#8) A PR A (“UREDY”) and the PRC property
held by UREDY; or (b) paying out from the assets
of UR or UREDY or entering into any contracts or
arrangement in the name of UR or UREDY which
have the effect of committing them in liability in
excess of HK$200,000 in total.

Further to the two hearings of the Petition at the
High Court of Hong Kong on 5 December 2005 and
16 January 2006 respectively, the hearing of the
Petition was further adjourned to 2 June 2006.

Upon completion of the disposal of the business of
education as mentioned in Management Discussion
and Analysis above, the Group will no longer
require to handle this litigation and the new
purchaser has agreed to takeover all outstanding
litigations of the education business.

U 785 e 4 B ik
55T A 206 50 B o R 145

(i)

Whak

REFFHAENH—H » KA
Fi S ) A PR A ] ([
BED) BB B IR BB B ARRA
Al ((BAD) » BB EEsfEZ A
iﬁlﬂiﬁﬁ&&"%ﬁﬂ%":‘l (A5
iR BB SR » %Rz H
Hﬁ%@*n%éf&nﬁﬁ/\?ﬁ?ﬂﬁﬁ%
T A BB A RER] > B AE TR i B R
B 2 R T HAHAER (2
W) o WG ORISR A
BIREH R - 5K HD
RFE T B A 1 R S B IR AR
B CE R -

BWEBERR _FFHENLALHZ
WA > HAREEEANBEQER
WA IR H R (GER8) A IRAF
(W & VR ) Z e Bk 45 U P
BhEwE s OUBHAREAE
TR Z & AT 4 YR sk DA & sl 5
IR ] AT A AL HE > B
A S A TR R A R
200,000 76 Z EAT: °

SEBREH AL R EE
NE—H N HAER W 4 e 4
BT WK 2R » B0
B—BERERRNEAAZHH
PRI -

A8 DA B b B g 4 e 2 2
BB B ERR > RERAGHF
VBRI AL > T HT AR IR 7R
BREUE RE A RAPZAFAR -
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28. SUBSEQUENT EVENTSAND CONTINGENT 28. i HmIEHE R ARRME (FH)

LIABILITIES (Cont'd)
(ii) Option (i)

Cyber Strategy Limited (“CS"), asubsidiary of the
Company, had received notification from Pine
Enterprises Limited demanding CS to purchase its
20% equity interest in LK for HK$ 12,500,000. The
Company istaking legal advice as to the merits of
the demand and counter claims might be instigated
by the Company against the minority shareholder.
Having considered the legal structure of the Group,
the Directors consider that the demand, if
succeeded, would have no material impact on the
financial position of the Group or it’'s ability to
continue to operate its other principal activities since
the obligation to purchase the 20% equity interest
in LK rests with a specific subsidiary only.
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29. NOTE TO THE CONSOL IDATED CASH 29. A BEWREEW

FLOW STATEMENT
(&) Acquisition of a subsidiary (a)

On 1 February 2004, the Group acquired a 60%
equity interest in EverOK for a consideration of
HK $8,868,000. This transaction has been accounted
for by the acquisition method of accounting.
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29. NOTE TO THE CONSOLIDATED CASH
FLOW STATEMENT (Cont'd)

(@) Acquisition of a subsidiary(Cont’d)

Net assets acquired:
Property, plant and equipment
Interest in an associate
Cash and bank balances
Accounts receivable
Prepayments, deposits

and other receivables

Accounts payable
Accruals and other payables
Minority interests

Goodwill on acquisition

Total consideration

Satisfied by:
Cash
Investment deposit paid in
previous year

Notes to the Financial Statements
$0 75 e 2% B ik

29. MEBEREEME )

() o — 1B M) 2 v ()

HK$’ 000
T
JT W il 2 R
W~ W kA 995
A — [ A W) Z R A 40
B4 B SRAT A5 B 11,734
JFEE WA B sk 11,540
FEAF AR IE ~ 54 T o Ath JE WSOHR 35k
1,340
JRE A B 8k (14,085)
T 4 B Y e A IR A+ MR 3 (5,421)
A OB SR 2% (2,457)
3,686
W i W 2 T 5,182
AEARAY 8,868
LR3I R AT -
Bl & 6,606
LEEIFZRERE
2,262
8,868
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29. NOTE TO THE CONSOLIDATED CASH 29. HABERELRMEE (H)

FLOW STATEMENT (Cont'd)

(&) Acquisition of a subsidiary(Cont’d) (a)
Analysis of net inflow of cash and cash equivalents
in respect of the acquisition of the subsidiary is as
follows:
Cash consideration Bl ARAH
Cash and bank balances acquired Pt Wi 2 B 4 B SR AT

Net inflow of cash and bank balances W s 1 2 B4 I SR AT
on acquisition WA FHE

The subsidiary acquired in the year ended 31
December 2004 contributed HK$199,199,000 to the
Group’s turnover and accounted for HK$676,000
of consolidated loss before minority interests for
that year.

(b) Acquisition/consolidation of a subsidiary (b)

During the year ended 31 December 2004, the
Group acquired an additional 80% equity interest
in an associate for a consideration of HK$2. This
transaction has been accounted for by the
acquisition method of accounting.

WO — ] WY )i 2> ) (A)
LA S Ja 2 ] 2 B 4 B B 4 A

WRNANFELSHWT :
HK$ 000
T o0
(6,606)
g 11,734
g
5,128

BE_FFWE+_HA=+—HIk
JEE it WAL = R i A ) S A 4 R AR
% 3% 2 BBk %5 199,199,000 G
FAEIER A=+ —H 2 ka4
BICBE RORE 25 AT Z 4% 5 5 $2676,000
Wk, 5 A — BB ) A A
BEZZZWE+H=+—HIE
SEREN > A SR DL AR A 2 o

— [ 06 2% N W] Z 80V AN 25 0 7%
A2 G T3 WO €1 51 ABR o

HK$' 000
Fi#oC
Net assets acquired: FI W i 2 R
Cash and bank balances Bl B RAT A B 278
Accruals and other payables T 4 e A e L A R Sk (13
Amounts due from related parties JRE W A 2 N 3R (96)
169
Negative goodwill on acquisition Wi B R A 2 T R (129)
Total consideration R A 40
Satisfied by: VLR B 5 AT -
Cash and bank balances Bl T AT K 8% —
Reclassification of interest in BT 4> JE R — B 8 A ]
an associate ZHELS 40
40
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29. NOTE TO THE CONSOLIDATED CASH
FLOW STATEMENT (Cont'd)

(b)

(©)

(d)

Acquisition/consolidation of a subsidiary
(Cont’'d)

Analysis of net inflow of cash and cash equivalents
in respect of the acquisition of the subsidiary is as
follows:

Cash and bank balances acquired

Theresults of the additional interest acquired in the
year ended 31 December 2004 contributed
HK$1,026,000 to the Group’s turnover and
accounted for HK$278,000 of consolidated |oss
before minority interests for the year ended 31
December 2004. The turnover and profit/(loss)
before minority interests amounts exclude the
former associate’s contribution to the results prior
to its becoming a subsidiary.

Disposal of long term investment

In January 2004, the Group disposed of its entire
5.63% equity interest in Knowledge Base, a
company incorporated in the British Virgin Islands,
for a cash consideration of HK$300,000.

M ajor non-cash transactions

(i) As detailed in note 22 to the financial
statements, during the year ended 31
December 2004, loans of approximately
HK$43,500,000 from the beneficial
shareholder of a minority shareholder of
certain subsidiaries, were waived.
Consequently, asubsidiary of the Group issued
a convertible note with a face value of
HK$20,650,000 to the minority shareholder.
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(b)
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29

30.

. NOTE TO THE CONSOL IDATED CASH
FLOW STATEMENT (Cont'd)

(d) Major non-cash transactions (Cont’d)

(ii) Interest expense of convertible notes of
HK$4,689,000 (2004: HK$2,803,000) has
been accrued in amount due to a minority
shareholder but not yet paid.

COMPARATIVE FIGURES

Certainitemsin the financial statementswere reclassified
as a result of the changes in accounting policies.
Accordingly, certain comparative figures have been
reclassified to conform with the current year’'s
presentation.

29.

30.

B Bl G B R Wk (A7)

(d) FEFERERY (H)

(iy WwBREEZANEHX
4,689,000% G (ZFF Y4 :
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