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

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

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

The principal means of information dissemination
on GEM is publication on the internet website
operated by the Stock Exchange. Listed companies
are not generally required to issue paid
announcements in gazetted newspaper.
Accordingly, prospective investors should note that
they need to have access to the GEM website in
order to obtain up-to-date information on GEM-
listed issuers.

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

This report, for which the directors of Inno-Tech Holdings
Limited (the “Directors”) collectively and individually
accept full responsibility, includes particulars given in
compliance with the Rules Governing the Listing of
Securities on the GEM of the Stock Exchange for the
purpose of giving information with regard to Inno-Tech
Holdings Limited. The Directors having made all
reasonable enquiries, confirm that, to the best of their
knowledge and belief: (i) the information contained in
this report is accurate and complete in all material
respects and not misleading, (ii) there are no other
matters the omission of which would make any
statement in this report misleading, and (iif) all opinions
expressed in this report have been arrived at after due
and careful consideration and are founded bases and
assumption that are fair and reasonable.
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FIVE-YEAR FINANCIAL SUMMARY
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Year ended 31 March
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2006 2005 2004 2003 2002
—%%5f | ZT2nF -ZEMF C-ETT=F CZTETCF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Ti#ET FET THET FET THET
(restated)
(£5])
Turnover EER 90,955 78,716 30,440 25,655 19,461
Cost of sales HER R (69,669) (56,282) (7,031) (4,278) (2,161)
Gross profit E 21,286 22,434 23,409 21,377 17,300
Other revenue He g A 1,108 416 139 115 1
Research and development  HIEREEHEX

expenses - (872) (94) (492) (240)

Marketing and promotion ~ THEBEREERY
expenses (1,406) (1213)  (4,226) (2,957) (1,013)
Administrative expenses THEX (19,615) (8,995 (11,259) (8,205) (3,059)
Profit from operations ‘R 1,373 11,770 7,969 9,838 12,989

(Loss)/profit attributable to ~ RERES: (B8) /
shareholders HA (5,708) 5,661 4,524 7,563 10,882
Dividends BRE - - - - -

(Loss)/eamnings per share Bl (E8) /B
- Basic - EX (1.94 centfll)| 2.23 centsfll 1.8 centsfll  3.38 centsfll  5.66 centsfll
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FIVE-YEAR FINANCIAL SUMMARY
B F B ¥ OB =

As at 31 March
W=ZB=+-H
2006 2005 2004 2003 2002
ZEERE | E5RF —2EpME —FE:= “EECF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TER TER TER TER
(restated)
(&)
Total assets BERE 133,791 140,072 101,616 52,514 18,589
Total liabilities Bmaef (81,218) (93,740)  (65,086) (21,250) (6,031)
Shareholders' funds REES 52,573 46,332 36,530 31,264 12,558
Non-current assets ERBEE 46,139 37398 28,794 16,122 2,104
Current assets RBEE 87,652 102,674 72,822 36,392 16,485
Current liabilities REEE (66,727) (80,227)  (51,104) (19,087) (5712)
Non-current liabilities kRBER (14,491) (13,513)  (13,982) (2,163) (319)
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CHAIRMAN’S STATEMENT
F F ® &

TO OUR SHAREHOLDERS

On behalf of the board of Directors (the “Board”) of
Inno-Tech Holdings Limited (the “Company”), | am
pleased to present to you the audited consolidated
financial statements of the Company and its subsidiaries
(together the “Group”) for the year ended 31 March
2006.

For the year ended 31 March 2006, the Group's business
continued to maintain a satisfactory growth. The annual
turnover amounted to HK$90,955,000, representing
15.55% higher than that of the same period last year in
the amount of HK$78,716,000. The loss attributable to
shareholders were HK$5,708,000 as compared to that
of the same period last year in the amount of net profit
of HK$5,661,000. Basic loss per share were HK 1.94
cents as compared to the amount of HK 2.23 cents of
the same period last year.

The Directors do not recommend the payment of a final
dividend for the year ended 31 March 2006.

BUSINESS REVIEW

The Group's turnover is mainly derived from selling the
products for i-Panel and Apbus, the provision of Internet
design for residential communities and the software
application solution services in the PRC, and continues
to remain a favorable performance during the year. The
Group's business growth is primarily due to its increasing
market competitiveness, with the continuing strong
economy growth in China and Hong Kong and the
flourishing real estate market of China.

In order to enhance the market competitiveness of i-
Panel that is the Group's flag-product, the Group
continuously strengthen the functions of i-Panel. As the
i-Panel had incorporated successfully the functions of
the Group’s another product, Apbus, the new i-Panel
was well received by the market with the larger
application fields. As a result of many famous high-class
housing projects and commercial building used such

HAEBRRE

AN AN#ER KInno-Tech Holdings
Limited ([EEAIIERBR A E]) (IR
RAINEFE([EFC)MARE
RARHEWBAR (SBIAREERE])
HE-_ZTTE"F-A=+—HLHFE
CIREVIGEEMBRE -

HE_TTXFZA=+—HzZ#&F
B AEBXEBEBRFBFSARED
BER - 2F % ¥%90,955000%
gL A FRHI78,716,000% 7T ¢
E Ft15.550% - & X & 1§ & 18
5,708,000/ 7Tt + & F [A 8 45 7
5,661,000 7T - BREARNEER
19481 - EFRBASRELRZF
2.23%1l
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% 7 Bl B
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AR X B E Ri-Panelz 5 5 F
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product, the Group’s turnover recorded a remarkable
growth in the previous year. However, the intelligent
home electronic application products were facing the
increasing market competitiveness, the Group had to
sell the new products by a very competitive price in
order to maintain the market share, the gross profit
margin of the product did not increase, and remained
the similar level over that of the same period last year.

To strengthen the Group's profit basis, the Group had
expanded actively its business scope in the past year,
of which applied electronic software application solutions
into medical services in the PRC. For developing this
aspect of business, the Group established early Pro-
Innovative Holding Ltd., to explore proactively the
business opportunity in the medical services industry.
Currently, it has achieved a satisfactory progress. Also,
the Group had formed Parentech China Limited with
Parentech Inc., and Parentech China had achieved initially
a desirable performance in the production and sale of
Nature's Cradle Series for infant, and thus laid a well-
rounded foundation for the Group’s expansion into
medical market and high consumption healthcare market.

PROSPECTS AND OUTLOOK

As China maintains its rapid economy growth, with the
year-by-year increase in per capita GDP, the people have
more and more eager demand for house, and higher
demand for housing quality. Therefore, the Group’s
business still has a considerable development potential
in the future. The Chinese government often adopts
different measures to curb the real estate market in
order to prevent from excess speculation. However, it is
believed that these measures are for the purpose of
stabilizing the real estate market, and more beneficial
to the future development of the market. It is expected
that they will not affect the Group’s business in the
future.

The Chinese government has opened gradually its
medical service market since September 2001, and this

EFfEAERMSEHFARME - A
REMSEEEE  AEEUGAFRF
Nz BRIFEFER  WEERZE
FERAMEHA E®FREREZ
IKE o

REESEEZRAMNER  FAEEBE
—FREGEREGEGE - IEE T
HERABASTRESENBRNEERE
FH e REREFTEHIELE  BFA
X 32 — & % A Pro-Innovative Holding
Ltd. - BB EBERBITER KR
#- BRERSARE - MAKEH
Parentech Inc& & 8 Bl iR & (F %)
AR QA EEEKIE S Nature's
Cradle 2R Em R FEH - Y1 EIF
BEXRE  AASEETFAMEEKX
RHBREWISIT NER -

HRRE

ERRGESEREER  ABEES
FEENAFHET  BRYERS
RERBBY  EEEEERABR
E - B ARBERFREHEER
KRR o b BT E R IR
R0 b B D S EE 8 - B R
BRI E - AT - ARSI L S5
B ERBERT - BB A KR
BEMAF - HHARERRNES
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CHAIRMAN’S STATEMENT
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has enabled the medical services to make a thriving
development. The increasing demand for medical
services level procures the relevant industries have more
and more eager demand for electronic technology
application. Our Board had had insight into this
opportunity, it had proactively arranged for developing
electronic technology application solutions in medical
service industry in the past year, and achieved a certain
result. The Group will increase further its capital
contribution in the industry in the forthcoming year. We
are confident of the new business’s future development.

Moreover, the Group also intends to expand its business
into other areas, such as the hospital management
services, medical healthcare products market and medical
project investment. Under the foundation laid by our
continuous efforts in the past two years, the Group
believes that it will be able to achieve a brilliant fruit in
the future.

Facing the pressures for the rising global interest rate
and the increasing borrowing cost, and the Group still
requires more capital to meet its future development.
As a result, the Board does not recommend payment of
a dividend for the year to retain more cash flows for
the purpose of further development, and considers it is
in the best interest of the Company and Shareholders.

I on behalf of the Board would like to express my thanks
to the management and all other colleagues for their
hard work and the contribution over the year. And, to
our shareholders and business partners | would like to
give them my heartfelt appreciation for their unrelenting
support.

Wong Yuen Yee
Chairman

Hong Kong, 26 June 2006
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B RARBABREEMOKR -

¥ B A2 RAMEAE LT EEK
AFFEIEMWES - 0 EAEERK
HRINFEREESRA BB ARFE
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Rz BREAFALEBR&KEZM
A e

BE—F EEEBMMAERFHAS
BEL 2B NI RER - AAZERKRE
EEBURLHAE  LRAZKRRR
EBBHRBUARRE IO -
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BUSINESS REVIEW

For the year ended 31 March 2006, the Group’s audited
consolidated turnover amounted to approximately
HK$90,955,000 (2005: HK$78,716,000). The Directors
considered the performance of the Group to be
satisfactory.

The Group recorded a net loss of approximately
HK$5,708,000 for the year ended 31 March 2006 (2005
(restated): net profit of HK$5,661,000). The net loss
was mainly due to change of accounting policies of one
time written off of share-based payment of HK$2.46
million and intangible assets written off of HK$5.05
million in administration expenses. Basic loss per share
for the year ended 31 March 2006 was HK1.94 cents
(2005 (restated): earnings per share of HK2.23 cents).

The Group is a software application solutions provider
engaged in the provision of intranet design for residential
communities and e-property management software
application consulting services based on the application
of the i-Panel and its integrated hardware and software
in the People’s Republic of China ( the “PRC").

During the year ended 31 March 2006, the Group has
continued with the development of the application
software and hardware of the ApBus product line and
the brand Apbus was accredited as " B + KX K& & &
EmEFME" (the Top 10 recommended brand for
Intelligent Home Products) in China. During the year,
ApBus product line has obtained certification for 1SO
9001.

For the year ended 31 March 2006, turnover amounted
to HK$90,955,000, representing an increase of 15.55%
compared to the same period of the previous year. To
widen its income base, the Group is looking for
opportunities to expand to other sectors to which it can
provide its services. The Group had expanded to the
production of home-automation products during the year.
The home-automation products of the Group are not
only applicable in residential properties but also other
industries such as office units, hospitals and clinics,
schools and some recreational areas, as well.

¥ %5 Bk
HE-_TETNF=-A=+—HLHF
B AEBEZREBERIFRAEEBNA
90,955,000 T (ZEZ R F :
78,716,000 7T) - EER AL EE
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5,708,000/ 7T (_fgﬂﬁ(
B) : 4F5,661,0008 L) o EEF
EXrEZmNetHRESH P — Kk
T8 LA R 0 & EfE 2 Z 12,460,000
B ks ER EE5,050,0008 7T
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MANAGEMENT DISCUSSION AND ANALYSIS
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111
MATERIAL ACQUISITIONS AND DISPOSALS AEEEAHKEWEEER
OF INVESTMENTS DURING THE YEAR HEEH
Save as disclosed in the announcement dated 22 BEnm—_EERF+_A -+ =-H3

December 2005 relating to the acquisition of certain
properties for an aggregate consideration of
HK$6,100,000, there were no material acquisitions and
disposals of investments by the Group during the year
ended 31 March 2006.

FINANCIAL REVIEW

Liquidity and Financial Resources

The Group is financially healthy in terms of its liquidity
and net debt position. As at 31 March 2006, the net
current assets of the Group were at a healthy level of
approximately HK$20,925,000 (2005: HK$22,447,000).
Out of the current assets as at 31 March 2006,
approximately HK$25,845,000 (2005: HK$41,504,000)
were pledged deposits and cash and bank balances.
The current ratio of the Group as at 31 March 2006
and 31 March 2005 were 131% and 1289% respectively.
As at 31 March 2006, bank overdrafts and short term
bank borrowings and convertible notes in aggregate
amounted to approximately HK$45,638,000 (2005:
HK$63,038,000). Net debt (i.e. total bank borrowings
and convertible notes less cash and cash equivalent
and pledged deposits) as at 31 March 2006 is
approximately HK$29,785,000 (2005: HK$30,713,000)
and accordingly net debt gearing ratio (i.e. net debt/net
assets) as at 31 March 2006 and 31 March 2005 were
56.7% and 66.3% respectively.

Capital Structure

On 24 September 2003, the Company had successfully
placed redeemable convertible notes in the aggregate
principal amounts of HK$8,000,000 due on 24
September 2006. Details of convertible notes have been
disclosed in the Company's circular to shareholders dated
29 September 2003.

In April 2005 and March 2006, the Company had placed
42,000,000 and 30,000,000 ordinary shares to
independent third parties, respectively and raised gross
proceeds of HK$8,100,000 for general working capital
purpose.

K AMmEHEE ERBRRE
6,100,000 T s A THWEH » &
EERBE_TTEANF=-_A=1+—8H
HFEATEETEMNERKBEEE
R EEIE -

B 7% B &
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22,447,000 70) 2REKFE - R
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o #)25,845,0008 L (2T H
F :41,504,000870) BB EBER
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On 12 August 2005, the Group has placed a series of
7.5% redeemable convertible notes due in 2008 for
the aggregate principal amount of HK$6.3 million. Details
of which were set out in the announcement made by
the Company dated 15 August 2005. The proceeds from
the issue of the 2008 convertible notes in the amount
of HK$6.3 million has been fully utilized to finance the
research and development of the product series of home
intelligent automated system using the patented
technology and i-Panel.

Pursuant to an ordinary resolution passed at a special
general meeting of the Company held on 6 February
2006, every two issued and unissued shares of HK$0.01
each were consolidated into one new share of HK$0.02
each with effect from 7 February 2006.

Foreign Currency Risk

During the year ended 31 March 2006, the majority of
the Group's income and expenses was denominated in
Hong Kong dollar while an insignificant portion of
expenses was denominated in Renminbi or United States
dollar. As at 31 March 2006, the Group had an
outstanding foreign exchange contract of USD300,000
(2005: USD300,000).

Charges on Group’s Assets

Bank deposits of HK$25,000,000 (2005:
HK$40,000,000) as at 31 March 2006 have been
pledged against banking facilities granted to the Group.

Contingent Liabilities

There were no significant contingent liabilities of the
Group during the year ended 31 March 2006 (2005:
Nil).

PROSPECTS

In the next financial year, the Group will develop its
business by adopting a dual strategy in lieu of the
previous single strategy. That is, the Group will continue
to strengthen its original business and at the same time
expand into woman and child medical services, and
expand to the medical industry for provision of electronic
medical software application and support services.
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The Group will continue to enhance the application
functions of its core product, i-Panel, and to broader its
customers base. Further, the Group will also enhance
its sales team to expand its sales networks. In the
previous year, the Group was awarded “H Bl K & J&
BHEE T E S SR (the Top 10 recommended brand
for Intelligent Home Products ) by “YST(H.K.) Information
International Intelligent Building Magazine” and "t [ %
e X A7 W %" (China Intelligent Home Industry
Alliance), demonstrating that the growing popularity of
Group's products are well received by the market. With
the growing popularity of intelligent and environmental-
friendly design style in the PRC, the Board optimistically
expects that the demand for the Group’s intelligent
products in the domestic construction industry will
continue to grow.

As the second limb of the Group's dual strategy, the
Group will look for and explore opportunities to expand
into woman and child medical services and its ancillary
services. Further, the Group will explore more high-tech
medical products through its established sales networks
to further enhance its operation performance. The Board
is confident of the Group's development potential for
the new business.

EMPLOYEES

The average number of employees (including Directors)
was 14 for the year ended 31 March 2006 (2005: 15),
and the total remuneration for the year ended 31 March
2006 was approximately HK$10,167,000 (2005:
HK$6,296,000). Other benefits provided by the Group
to the employees include MPF, medical coverage and
share-based payments.

SEGMENTAL INFORMATION

Details of segmental information of the Group are set
out in note 7 to the financial statements.

DIVIDEND
The Directors do not recommend the payment of a final
dividend for the year ended 31 March 2006 (2005:
Nil) and no interim dividend was paid during the year
(2005: Nil).
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Ms. Wong Yuen Yee, aged 44 MBA, BSoSc (Hon) HKU
Chairman and Executive Director

Ms. Wong is one of the founders of the Group. Ms.
Wong is the sister of Mr. Wong Kwok Sing, who is the
chief operation officer and executive Director. Ms. Wong
is responsible for formulating and monitoring the Group's
overall strategic plan and development. Ms. Wong
graduated from The University of Hong Kong with a
bachelor of social sciences degree in 1984 and a master
degree in business administration in 1993. Ms. Wong
has over 16 years of experience in property development
and management in both the PRC and Hong Kong. She
worked as a general manager in Plotio Holdings Limited
for the period from 1985 to 1991. She was the executive
director and board consultant of Soundwill Holdings
Limited in Hong Kong for the periods from 1993 to
1997 and from 1997 to 1998 respectively.

Mr. Wong Yao Wing, Robert, aged 48 mBA Hku
Deputy Chairman, Executive Director and
Compliance Officer

Mr. Wong is responsible for the Group’s corporate
management and strategic planning for the Group's
overall business. He graduated from The University of
Hong Kong with a master degree in business
administration in 1993. Mr. Wong has over 21 years of
experience in the field of information technology and 8
years of experience in lecturing at The Hong Kong
Polytechnic University, and has also been working in
commercial sectors for over 11 years as senior
management. He also has ample knowledge of software
development and project management in various
industries and has acquired substantial business and
technical knowledge in telecommunication, internet, e-
commerce and networking. Prior to joining the Group,
Mr. Wong was the president of HealthAnswers Asia Pte
Ltd., and the founder and managing director of Expert
System Co., Ltd. and Expert System Solution Ltd.. Mr.
Wong joined the Group in January 2001.
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Mr. Wong Kwok Sing, aged 42

Executive Director, Chief Executive Officer and
Chief Operation Officer

Mr. Wong is one of the founders of the Group. Mr.
Wong is responsible for the Group's daily operation and
customer services, and sale and marketing activities for
promoting the Group's products and services. Mr. Wong
graduated from Shue Yan College with a higher diploma
in business administration in 1986. Mr. Wong has about
17 years of experience in the IT industry and extensive
experience in marketing, research and business
development in the Asia Pacific Region. Prior to joining
the Group, Mr. Wong was the executive officer of Bell
Technology Ltd. with principal duties relating to system
design, computer networking, Internet services and
computer products trading for the period from 1989 to
1998. He was the sales supervisor of Caripac Ltd. with
main responsibility regarding system design and Smart
Home solution. In addition, he played a major role in
business development, particularly in the PRC market,
whilst working with Bell Technology Ltd. and Caripac
Ltd.. Mr. Wong was one of the founders of the portal
"www.b66.com” in 1996. Mr. Wong is the brother of
Ms. Wong Yuen Yee, who is the chairman and an
executive Director.

Mr. Lam Shiu San, aged 33

Executive Director and Chief Technology Officer
Mr. Lam is responsible for monitoring the hardware and
software development of the Group. He is also in charge
of all the technical issue of the Group's projects. Prior
to joining the Group, Mr. Lam was the technical director
of NetTrend Computer for the period from 1997 to 2000
and was the technical manager of Bell Technology
Limited for the period from 1993 to 1997. He has
approximately 13 years of experience in software
development, network infrastructure design, system
administration and portal site development. He was also

|u

one of the founders of the portal “www.b66.com”. Mr.
Lam holds a Certificate of Computer and Communication
Engineering and a Microsoft Certificated Professional +
Internet and is a Microsoft Certificated Systems Engineer.

Mr. Lam joined the Group in July 2000.
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Mr. Wong Tak Leung, Charles, aged 56 BSc Hku
Independent Non-Executive Director and Audit
Committee Member

Mr. Wong graduated from The Hong Kong University in
1972 with a bachelor degree of Science and became a
Solicitor of the Supreme Court of Hong Kong in 1976, a
solicitor of the Supreme Court of England & Wales in
1978, Barrister & Solicitor of the Supreme Court of
Victoria, Australia in 1983, a Notary Public since 1987,
Advocate & Solicitor of Supreme Court of Republic of
Singapore in 1990. Mr. Wong is currently a partner of
Messrs. Lo, Wong & Tsui, Solicitors. Mr. Wong has served
as a Temporary Deputy Registrar of the High Court and
he is also an Assistant Chief Commissioner of the Scout
Association of Hong Kong. He was appointed as an
independent non-executive Director in February 2004.

Ms. Ho Chui Yin, Liwina, aged 43 msc Hku
Independent Non-Executive Director and Audit
Committee Member

Ms. Ho is a member of the Royal Institution of Chartered
Surveyors, member of Hong Kong Institute of Surveyors,
member of Chartered Institute of Arbitrators and
associate member of Hong Kong Institute of Arbitrators.
Ms. Ho obtained a professional diploma in Quantity
Surveying from The Hong Kong Polytechnic University
(then known as Hong Kong Polytechnic) in 1988 and a
degree in Master of Science in Construction Project
Management from The University of Hong Kong in 1997.
Ms. Ho is currently a resident Quantity Surveyor to
Widnell Ltd. Prior to her current position, Ms. Ho has
worked for various property developers and surveyor
firms since 1988. She was appointed as an independent
non-executive Director in September 2004.
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Mr. Lai Ying Sum, aged 43 MBA Edin,, MSc CUHK, LLB Lond.
Independent Non-Executive Director and Audit
Committee Member

Mr. Lai was appointed as independent non-executive
director and a member of the Audit Committee of the
Company on 3 March 2006. Mr. Lai is the proprietor of
Sam Lai & Co., a CPA firm in Central. Mr. Lai was
admitted respectively as member and fellow member of
the Association of Chartered Certified Accountants in
1994 and 1999. He has over 15 years of experience in
auditing and advising different companies. Mr. Lai holds
two master degrees, an MBA degree from the University
of Edinburgh and a Master of Science Degree in Business
Economics from the Chinese University of Hong Kong.
Mr. Lai also holds a Bachelor Degree of Laws from the
University of London and is a member of the Taxation
Institute of Hong Kong.

SENIOR MANAGEMENT

Ms. Wong Yuen Man, Alice, aged 40 Bsc Indiana
Director of Human Resources and Communications
Ms. Wong is the sister of Ms. Wong Yuen Yee of the
Company, who is the chairman and an executive Director.
She is responsible for human resources, administration
and external communications. Ms. Wong graduated from
Indiana State University in Indiana, US with a bachelor
degree in public relations. She has approximately 11
years of experience in the field of communications and
human resources. Ms. Wong has worked for 9 years
with American Consulate General in Hong Kong and has
handled the visit of US Secretary of State and President
Clinton in 1997 and 1998 respectively. Prior to joining
the Group, she worked for Adler Planetarium in Chicago,
US. Ms. Wong joined the Group in September 2000.
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Ms. Wu Wai Yee, Annis, aged 50 AHKICPA

Company Secretary

Ms. Wu was appointed as Company Secretary and
resigned as an independent non-executive director and
member of the Audit Committee of the Company on 20
February 2006. Ms. Wu is the director of Annis Wu &
Associates Limited which engages in financial advisory
services. She has over 14 years of experience in banking,
financial consulting and auditing with foreign banks, local
regulatory body and international accounting firms, such
as PricewaterhouseCoopers, ABN AMBRO Bank and the
Securities and Futures Commission. Ms. Wu holds a
higher diploma in accountancy and is an associate
member of the Hong Kong Institute of Certified Public
Accountants. She was appointed as an independent non-
executive Director from November 2001 to February
2006.
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The Directors are pleased to submit their report together
with the audited financial statements of the Company
and its subsidiaries (the “Group”) for the year ended
31 March 2006.

PRINCIPAL ACTIVITIES

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

There were no significant changes in the nature of the
Company’s principal activities during the year.

RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 March
2006 are set out on page 42 of the annual report.

The Directors do not recommend the payment of a final
dividend in respect of the year ended 31 March 2006.
No interim dividend has been paid by the Company
during the year.

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

SHARE CAPITAL

Details of movements in the share capital of the
Company are set out in note 31 to the financial
statements.

RESERVES
Details of movements in the reserves of the Group and
the Company are set out in note 33 to the financial
statements.

CONNECTED TRANSACTIONS

Related party transactions entered by the Group during
the year ended 31 March 2006, which do not constitute
connected transactions under the GEM Listing Rules are
disclosed in note 35 to the financial statements.
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DIRECTORS
The Directors during the year and up to the date of this
report were:

Executive Directors:

Ms. Wong Yuen Yee

Mr. Wong Yao Wing, Robert
Mr. Wong Kwok Sing

Mr. Lam Shiu San

Independent non-executive Directors:
Mr. Wong Tak Leung, Charles
Ms. Ho Chui Yin, Liwina
Mr. Lai Ying Sum
(appointed on 3 March 2006)
Ms. Wu Wai Yee, Annis
(resigned on 20 February 2006)

In accordance with Bye-law 86 and 87 of the Company’s
Bye-laws, Mr. Lai Ying Sum and Mr. Lam Shiu San will
retire at the forthcoming annual general meeting. Ms.
Wong Yuen Yee has voluntarily agreed to retire at the
forthcoming annual general meeting. As all of them are
eligible, they will offer themselves for re-election.

DIRECTORS' SERVICE CONTRACTS

Each of Ms. Wong Yuen Yee, Mr. Wong Kwok Sing, Mr.
Lam Shiu San and Mr. Wong Yao Wing, Robert, all of
whom are executive Directors, has entered into a service
contract with the Company. Each service contract is two
years duration commencing on 1 April 2002 and shall
continue thereafter until terminated by either party giving
to the other not less than three months’ prior written
notice expiring not earlier than the date of expiry of the
said initial fixed term of two years. As at the Latest
Practicable Date, none of these service contracts have
been terminated by either party.
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No service contract has been entered into between the
Company and the independent non-executive Directors.
However, the Board has approved the statutory
compensation of the independent non-executive
directors on 31 March 2006.

Save as disclosed, none of the Directors has entered
into any service agreements with any member of the
Group.

DIRECTORS" EMOLUMENTS
Details of the Directors’ emoluments are set out in note
11 to the financial statements.

DIRECTORS AND SENIOR MANAGEMENT
PROFILE

Biographical details of the Directors and senior
management of the Group are set out on pages 13 and
17 of this annual report.

EMOLUMENTS OF DIRECTORS AND THE
FIVE HIGHEST PAID INDIVIDUALS

Details of the Directors’ emoluments and of the five
highest paid individuals in the Group are set out in
Note 11 to the financial statements.

DIRECTORS' INTERESTS IN CONTRACTS

OF SIGNIFICANCE

No contract of significance, to which the Company or
any of its subsidiaries was a party and in which a Director
had a material interest subsisted at the end of the year
or at any time during the year.

CONFIRMATION OF INDEPENDENCE OF
INDEPENDENT NON-EXECUTIVE

DIRECTORS

The Company has received from each of Mr. Wong Tak
Leung, Charles, and Ms. Ho Chui Yin, Liwina, Mr. Lai
Ying Sum an annual confirmation of his/her
independence pursuant to Rule 5.09 of the GEM Listing
Rules and the Company still considers the independent
non-executive Directors to be independent.
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HABERNM B RERME -

EEREXANZESR

ARREFHENBAR A RNEATN
B 1B 2 B AT AL AN F & 4R A IS B F
AEAKEFEZETRAEREOTHE
BEXN#E#x -

BIAFPITEEZHIIMEER

ARARDWBERRAELE - AREX
TRBRERLEEREBEAER TR
F5.09FMBEETAZBLEERLZ
FERRB > MARARB/BILIERTT
EENEBEL -
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SHARE OPTION SCHEME f5 B2 HE 5T &

()

Pre-1PO Share Option Scheme

The Company’s pre-IPO share option scheme
(“Pre-IPO Share Option Scheme”) adopted on 5
July 2002, the principal terms of which were set
out in the prospectus of the Company dated 30
July 2002 (the "“Prospectus”), there were
24,000,000 share options granted to the grantees.
Up to 31 March 2006, no options under the Pre-
IPO Share Option Scheme have been exercised
and there were 1,680,000 share options have
been cancelled and non-exercised. The remaining
22,320,000 share options under the Pre-IPO Share
Option Scheme will lapse on 4 July 2012. Details
of which were as follows:

(i)

Number of share options

BXRAFERM BRETS
BEARINR_ZEZE_F+ A
AEHEAZERARERATE
PR S (B X A AHERATE
TS (EBHERER =
EE-_F+L+A=1+HHBEZAX
B ERERB([ERE
D)) ARRAEARARE
24,000,000 fE A #E - H ==
EERF=ZA=+—"8BAI -
BMEE XA S RAERER
EETHEREESTE XA
1,680,000 fE IR EE X 88 T
KETE - BRAFERATE
B it 2l 2 H£222,320,0001%
EREENR -_T——F+ AN
BEW - BEEFBOT :

BREHR
Outstanding Outstanding
as at Granted  Exercised Lapsed as at Exercise
Date of 1 April during during during 31 March Option price
grant 2005 the year the year the year 2006 period  per share
R-2%1f RIRERE
mA-H ZA=t-H
RERE  HAGE AR FAAE FARN HAGE  BRESR SRORE

Directors 5 July 2002 9,600,000 - - - 9600000  5July2002  HK$0.28
£ c2ECf to 4 July 2012 -
tBEH HZEEZE (28871 =
tAIAZ 5
i -
tARA o
Fmployees 5 July 2002 12,720,000 - - - 12720000 5July2002  HK$0.28
] “EECE to 4 July 2012 -
tAEA BZERCE 02887 =
tREAE =
—E-CE =
tAmA o
Total 22,320,000 - - - 22,320,000
@it

Details of the Pre-IPO share options granted to
certain Directors are stated in page 118 of this
report.

RYTETEEZERRARAER
B ZFBHINARES
118H
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SHARE OPTION SCHEME (Continued)

(ii)

Post-IPO Share Option Scheme

Pursuant to a written resolution passed by the
sole shareholder of the Company on 5 July 2002,
the Company conditionally adopted the share
option scheme, the principal terms of which are
set out in the section head “Share Option
Schemes” on Appendix IV of the Prospectus
("Post-IPO Share Option Scheme”). Up to 31
March 2006, there were 52,385,000 share options
granted to the grantees and there were
18,725,000 shares options under the Post-IPO
Share Option Scheme have been exercised and
no options has been cancelled. The remaining
16,660,000 share options and 17,000,000 share
options under the Post-IPO Share Option Scheme
will lapse on 5 January 2014 and 19 September
2015 respectively. Details of which were as

BhEstE (&)

(i)

BEXAHEREBRES

BEARAKE-—RBRER=-_ZZ
—HFtARTHRBZE@MARZE
R ADABIERMERNERE
AE(TBEXAAAEREBERE
FrEL) HXEBRFERER
ERRM s [ ERESE] —
fe-HEZZTEERNF=ZA=1
—BALL RRARRTERA
52,385,000 E R E K B
18,725,00010 B X A& K&
BERETEIE T 2 EREETT
- WEBREEZHE B
ANHAEREBRES S ZHER
16,660,000 B A& # K&
17,000,00017 & ix # 45 5 Bl 50
—E-NF-—ARAR=-ZT—

follows: TFFANRTNABERY - B#EGF
BT :
Number of share options
EREXE
Outstanding Outstanding
as at Granted  Exercised Lapsed as at Exercise
Date of 1 April during during during 31 March Option price
grant 2005 the year the year the year 2006 period  per share
R-2%1f% RZEERE
mA-H ZB=1-H
RitAH B AT ERRH ERfk P BATE  BRESR SROEE
Directors 6 January 2004 9,514,000 - - - 9,514,000 6 January 2004 HK$0.22
g% ZE2ERE 0
-AnA 5 January 2014
BIREME 08T
-AxAE
ZE-QmE
-ALA
20 September 2005 - 11,600,000 - - 11,600,000 20 September  HK$0.114
“2%1F 2005 to
ABZtH 19 September
2015
B-EERE (11487
MAZtTHE
ZE-1%

yy: RN
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SHARE OPTION SCHEME (Continued) BiERE (F)
(ii) Post-1PO Share Option Scheme (Continued) (i) HRLHAEREBEBESTS (&)
Number of share options
BREHR
Outstanding Outstanding
as at Granted  Exercised Lapsed as at Exercise
Date of 1 April during during during 31 March Option price
grant 2005 the year the year the year 2006 period  per share
R-2%1f RZ2ERE
mA-A ZA=t-H
RUEH AT ERgH ERfR ERXN WATE  BRESR SROEE
Employees 6 January 2004 7,146,000 - - - 746,000 6 January 2004  HK$0.22
| gk 0
-A~A 5 January 2014
A-ERRE  02ER
-AxAE
ZE-mf
-ALA
20 September 2005 - 17,000,000 11,600,000 - 5400000 20 September  HK$0.114
“EE1E 2005 to
ABZtH 19 September
2015
B-ERRE (11487
MRZtHE
“%-1%
ABtHE
Total 16,660,000 28,600,000 11,600,000 - 33,660,000 _
@t =
o
Details of the Post-IPO share options granted to BRYTETESEZERAAER o
certain Directors are stated in page 119 of this BEREZABINEARES =
report. 1198 »
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INTERESTS OF THE DIRECTORS OR CHIEF
EXECUTIVES IN THE SHARE CAPITAL OF
THE COMPANY AND ITS ASSOCIATED
CORPORATIONS

As at 31 March 2006, the interests or short position of
the Directors in the Shares, underlying Shares and
debentures of the Company or any associated
corporation (within the meaning of Part XV of the
Securities and Future Ordinance ("SFO")) which are
required to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV and
Section 347 of the SFO (including interests or short
positions which is taken or deemed to have taken under
such provisions of the SFO); or are required, pursuant
to Section 352 of the SFO, to be entered in the register
referred to therein; or as required, pursuant to Rules
5.40 to 5.58 of the GEM Listing Rules relating to
securities transactions by directors to be notified to the
Company and the Stock Exchange are as follows:

EEHNITHAKNRELAR
HBERARAZESE

%—;”ﬁ$2H2+—E’§$#
RARalkREMBEE AR (ERAE
REVE GBI EXVER) 2 B - BB
MEEHPREZSLBAEKRIEXV
'%%7&%8““&&%34ﬂ%%"“$

NRARBIA RN RAE 2R
(BRESSEBREZES RBE KD
LERERTEMERIEREERAEE
mRRE)  RIREBEF LB E KA
EIS2IEHEEFE 2 S Matt 2 K
MEXRE 2R IR TEREEIZE
R EMMBES40EE5.5815A@%
FETESRHGZHATETMERNG AR
A RERFT 2D kAR 2=
™

(a) Interests in the Company (a) MARXAZER

Number of ordinary shares held

FRERRYE

Percentage of the

Personal Family ~ Corporate Other  Aggregate  Company’s issued

Name of Director Interests Interests Interests Interests Interests share capital

= B &

= £33 BAEE RERE NAEE At a Gei BOBEI U

(@)

4 Ms. Wong Yuen Yee (note 1) - - 97,362,000 - 97,362,000 29.06%
- ERRLL (K1)

- Mr. Wong Kwok Sing (note 1) - - 97,362,000 - 97,362,000 29.06%
= BEEEE (Wil

S Mr. Wong Yao Wing, Robert (note 1) - - 97,362,000 - 97,362,000 29.06%
© FHEEE (W)

i Mr. Lam Shiu San (note 1) - - 97,362,000 - 97,362,000 29.06%
% mkgRE (K1)

Ms. Wu Wai Yee, Annis (note 2) - - 1,800,000 - 1,800,000 0.54%

HEExt (W#2)

—
=
—
m
()
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INTERESTS OF THE DIRECTORS OR CHIEF
EXECUTIVES IN THE SHARE CAPITAL OF
THE COMPANY AND ITS ASSOCIATED
CORPORATIONS (Continued)

(a) Interests in the Company (Continued)

Notes:

1.

The 185,724,000 Shares are held by Multiturn
Trading Limited, which is beneficially owned as
to 31.21%, 30.9%, 30.9% and 6.99% by Ms.
Wong Yuen Yee, Mr. Wong Kwok Sing, Mr. Wong
Yao Wing, Robert and Mr. Lam Shiu San,
respectively. Accordingly each of Ms. Wong Yuen
Yee, Mr. Wong Kwok Sing, Mr. Wong Yao Wing,
Robert and Mr. Lam Shiu San is deemed to be
interested in the 97,362,000 Shares held by
Multiturn Trading Limited under the SFO.

Winly Group Ltd owns 1,800,000 Shares and is
owned by Ms. Wu Wai Yee, Annis, a former
independent non-executive Director, and Ms. To
Po Yim in equal share. Accordingly, Ms. Wu Wai
Yee, Annis is deemed to be interested in the
1,800,000 Shares held by Winly Group Limited
under the SFO. Ms. Wu Wai Yee, Annis resigned
as an independent non-executive director of the
Company on 20 February 2006.

Save as disclosed, as at 31 March 2006, none of
Directors or chief executives of the Company has
any interests or short position in the Shares,
underlying Shares and debentures of the Company
or any associated corporation (within the meaning
of Part XV of the SFO) which are required to be
notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests or short positions which
is taken or deemed to have under such provisions
of the SFO); or are required, pursuant to Section
352 of the SFO, to be entered in the register
referred to therein; or as required, pursuant to
Rules 5.40 to 5.58 of the GEM Listing Rules
relating to securities transactions by Directors to
be notified to the Company and the Stock

Exchange.

1. £ 185,724,0000% A% {5 &
Multiturn Trading Limited#¥
8 ZARDNBEEHRR
Zt - E=EBEE - EH
BEERMIKLEERE R
BB 31.21%  30.9% -
30 9% % 6.9900 1 25 °

CRBEEHFRBER
H'ﬁﬂ%ﬁi =R
T BHEEERMK
4 5 A WG AR B A Multiturn
Trading Limited#& & 2
97,362,000 i 1 R B

2. Winly Group Ltd# &
1,800,000 B 15 - % 2 A
BRI BLIERNTESN
HEZITRMHEE LT &
RAELpmEA - Bt - R
BESRBEGKRD  HE
2 £ #® 8RB KN Winly
Group Limited® & 2
1,800,000 i 1 / ¥ & #
wmeoHEBERIN-_ZEE
NEZAZ+AHBEAR
BB IENITES -

BENFIEEEIN RZTZT
NFE=ZA=+—8H %%M
NAZITHRBEBERKRA A
RAEMBE RN (EERES
N EAE G EXVER) 2 B
MR G REHTHEBRIEE
FRBEKRPIEXVIHETIRES
DEBEMEARARNARBRATZ
ERBROEZSIAR (BHFER
ﬁ%‘?m%‘&HﬂEMHZMv%ﬁE
MEREREERE ER R
KE) RIRBEEFRBEKRK
BIEIS2EMEFE 2 &L it
uaﬁ%ﬁ{ﬂ?ﬂﬁﬁ& (B2
HHAR  KIERERIERZE
R EHBIE 540 F5.581(%
EHESHETEFRIZIRTE
mAME AR T&W“%%ﬁ
T B 10 Kk B 2 BE & 8 K
2 o
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INTERESTS OF THE DIRECTORS OR CHIEF
EXECUTIVES IN THE SHARE CAPITAL OF
THE COMPANY AND ITS ASSOCIATED
CORPORATIONS (Continued)

(b) Pre-IPO Share Option Scheme (b) HEXAFEREERES

—
=
—
m
()

Details of the share options granted to certain
Directors pursuant to the Pre-IPO Share Option
Scheme as at 31 March 2006 are as follows:

Number of share options

BE-STAE=A=1—
B R R B R AR
BABETETEF 2 BRE
ZEEOT -

EREXE
Outstanding Outstanding
as at Granted  Exercised Lapsed as at Exercise
Date of 1 April during during during 31 March Option price
grant 2005 the year the year the year 2006 period  per share
RZEZLF RZEERE
mA-H Zh=1-A
RuBH HATE Ergm Enfre ERXR HATE  ERESR SROEE
Ms. Wong 5July 2002 2,400,000 - - - 2400000  S5July2002  HK$0.28
Yuen Yee “ERCE to 4 July 2012
Bt tAEA BZERZE 02881
tALRZE
“B-CE
tAMA
Mr. Wong Kwok 5 July 2002 2,400,000 - - - 2,400,000 5July 2002 HK$0.28
Sing - &t 2 to 4 July 2012
EHERE tAEA BZERZE (028%%
tALRE
“B-CE
tAMA
- Mr. Wong Yao 5July 2002 2,400,000 - - - 2,400,000 5July 2002 HK$0.28
= Wing, Robert ZERCE to 4 July 2012
S BRRLE tARA BZERZE 028%%
- tALRZE
o -%-f
- LARA
Mr. Lam Shiu 5 July 2002 2,400,000 - - - 2,400,000 5July 2002 HK$0.28
- San - &t 2 to 4 July 2012
o mEREE tARA BERZE (02881
= tBERE
= “B-CE
= tBmA
Total 9,600,000 - - - 9,600,000
@zt

Up to the Latest Practicable Date, no share options

under the Pre-IPO Share Option Scheme have

been exercised.

EERKRATHS  XERE
BR AR SR A B R EA 81T
L RE A4 -
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HEEREN
INTERESTS OF THE DIRECTORS OR CHIEF EEHITHAEABRRAEALATAR
EXECUTIVES IN THE SHARE CAPITAL OF HEE N RAZEZR (8)

THE COMPANY AND ITS ASSOCIATED
CORPORATIONS (Continued)

() Post-IPO Share Option Scheme (c) BEXRLrHEREBRESS
Details of the share options granted to certain BHE_ZTZERF=ZA=+—
Directors pursuant to the Post-IPO Share Option H  REBRAAAEREER
Scheme as at 31 March 2006 are as follows: AR TETES 2 BRE

ZRBWMT

Number of share options

BREHE
Outstanding Outstanding
as at Granted  Exercised Lapsed as at Exercise
Date of 1 April during during during 31 March Option price
grant 2005 the year the year the year 2006 period  per share
R-ERRE RZBRRE
mA-H ZA=t-H

REAE  HAGE  FRARE  FAAR FARM  HATE  BRESR SRORE

Ms. Wong Yuen 6 January 2004 2,378,500 - - 2,578,500 6 January 2004 HK$0.22
Yee —EEINE t0
Effat -BrA 5 January 2014
HZZRME 02287
-E~BZE
“E-PE
-AIiRH
20 September 2005 - 2,900,000 - 2,900,000 20 September  HK$0.114
Z5%%F 2005 to
ABZTH 19 September
2015
HZ22IE 011487%
AA-THE
“E-1f
ABTHE
Mr. Wong Kwok 6 January 2004 2,378,500 - - 2,378,500 6 January 2004 HK$0.22
Sing “EEIQE 0
ERBLL -ArA 5 January 2014
HZZEME 022871
-A~HE
“E-NE
-BIHA
20 September 2005 - 2,900,000 - - 2,900,000 20 September  HK§0.114
“E%%F 2005 to
ABZtH 19 September
2015
BEZEZRE  0114ETX
NAZTHE
“E-1%
ABTHE
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AEEEN
INTERESTS OF THE DIRECTORS OR CHIEF EEFITHARRAL2AR
EXECUTIVES IN THE SHARE CAPITAL OF EHBtErARAzEH (8
THE COMPANY AND ITS ASSOCIATED
CORPORATIONS (Continued)
() Post-IPO Share Option Scheme (Continued) (c) HBR HEREBRESS (@)
Number of share options
EREHE
Outstanding Outstanding
as at Granted  Exercised Lapsed as at Exercise
Date of 1 April during during during 31 March Option price
grant 2005 the year the year the year 2006 period  per share
RZEE1F RZEERE
mA-H ZAZT-H

RIEES  HAGE  FARE  FATE  FAAN HAGE  BRESR SROKE

Mr. Wong Yao 6 January 2004 2,578,500 - -

2,378,500 6 January 2004 HK$0.22

Wing, Robert It > Jut= 0
ERREL -BxA 5 January 2014
B-ERRE  028R
-BirEE
ZE-mE
-BEH
20 September 2005 - 2,900,000 - - 2900000 20 September  HK$0.114
i3 152 2005 to
AB=TH 19 September
2015
HZERRE (11487
NAZTEE
ZE-1%
ABTHE
Mr. Lam 6 January 2004 2,378,500 - - - 2,578,500 6 January 2004 HK$0.22
Shiu San ZEERE 0
Y i -BrA 5 January 2014
B-ETRE  022ER
-BrRE
“B-PE
-BEH
20 September 2005 - 2,900,000 - - 2900000 20 September  HK$0.114
g3 0% 2005 to
ARZtA 19 September
2015
BZERRE (11487
MAZtTHE
“%-1%
ABtHE
Total
@3 9,514,000 11,600,000 - - 21,114,000
Up to 31 March 2006, no share option under the HE_ZTZERF=ZA=+—H
Post-IPO Share Option Scheme either was Ik BRAREREBRES
exercised or was lapsed held by the executive ST EBERTESHAEZR

directors. P& e 1T (F sl W o
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INTERESTS OF THE DIRECTORS OR CHIEF
EXECUTIVES IN THE SHARE CAPITAL OF
THE COMPANY AND ITS ASSOCIATED
CORPORATIONS (Continued)

EENTHHEBREALAAR
HBtE A lRAz#EE ()

(c) Post-1PO Share Option Scheme (Continued) (c) HBXRLAHEREEBRE#ES (&
Save as disclosed above, as at 31 March 2006, B EXEEEN  RZEFE
none of the Directors or their associates as well RNE=ZR=+—8  EFHEK
as the chief executives of the Group had any EZHMBEALTURKAEERZ1T
interests or short positions in the Shares and I AR EBE B AN R ) % AE fa] B
underlying Shares of the Company or its ERAI(EERBSFNBAEK
associated corporations (within the meaning of Bl EXVER) 2 B 1p K 48 B8 AR 15
Part XV of the SFO) as recorded in the register RREZSFRBEBKRMEIS2
required to be kept under Section 352 of the GCREFEZECMITHEER
SFO or as otherwise notified to the Company and EERGD KRB 2R IR
the Stock Exchange pursuant to the minimum RERBAIER EHRAE
standards of dealing by the Directors as referred 5402 F5.586 B MEFHET
to in Rules 5.40 to 5.58 of the GEM Listing Rules. BHERGZHREMBAMG AR
During the reporting period, there were no debt & N B 22 PR R AR AR AR D SO
securities issued by the Group. BZR  WBEHE AEH

MERITERES °
(d) Directors’ and chief executives’ rights to (d) EERITHARWER®HE

acquire Shares or debt securities

Save as disclosed above, as at 31 March 2006,
neither the Company nor any of its subsidiaries
was a party to any arrangements to enable the
Directors to acquire benefits by means of the
acquisition of Shares in, or debt securities,
including debentures, of the Company or any other
corporation, and neither the Directors and chief
executives of the Company, nor any of their
spouse or children under the age of 18, had any
right to subscribe for the securities of the
Company, or had exercised any such right.

BESZEF
BREXHMBEEIN R2FZF
RNE=ZA=+—8B XRAK
HAFART B 8 A B4 4 2 B AT ]
R BEARARREFAESB
BEAQAREFEMEMEA
BEZEROXEHES (B
BH) MER  TEEMAR
AEERITHRAEMEABE 2R
BRTNANBERTZFREER
BARAREZFZEAENLE
TEEMZSERN -
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INTERESTS DISCLOSEABLE UNDER THE
SECURITIES AND FUTURE ORDINANCE

OF SUBSTANTIAL SHAREHOLDERS

Save as disclosed hereunder, none of the Directors or
chief executives of the Company is aware of any person
who has any interests or short position in the Shares or
underlying Shares which would fall to be disclosed to
the Company under the provisions of Divisions 2 and 3
of Part XV of the SFO; or are required, pursuant to
Section 336 of the SFO, to be entered in the register
referred to therein; or are required, pursuant to Section
324 of the SFO, to notify the Company and the Stock
Exchange; or who is expected, directly or indirectly, to
be interested in 5% or more of the nominal value of
any class of share capital carrying rights to vote in all
circumstances at general meetings of any member of

REFFRPEROEER
REATHBEZER

BRTXAEEEN  REERALQA
TTHRAHMA  BEALTHBERARE
B NP EGEIEXVRBE2REID
B2 R AR AR A R 2 B AR
B 2 s gRR - HARBERA
RARIEZ S M BRI FE3361GR
EFREZECHMKBREZSNMNHE
fRBIE3241%ME AR AR R
Befn s iARAR D 2 BB SO R - HTB
HERIEEEAMNSARAERR
TEAEETMKERRBRRAE L
SR 2 HE ) 2 AT AR 28 Bl B 7K T (B 5%
A B -

the Group:
Percentage of
Name Number of shares held  shareholdings
& ® HAEROBHE BERES
Multiturn Trading Limited (Note 1) (Hfat1) 97,362,000 29.06%
Rexy Investment Limited (Note 2) (ffit2) 28,800,000 8.60%
Chan Chee Lok, Kenneth 25,000,000 7.46%
Notes: Bt
1. Multiturn Trading Limited is beneficially owned as to 1. Multiturn Trading Limitedf & #1 72
31.21%, 30.9%, 30.9% and 6.99% by Ms. Wong Yuen Zt - BEELE  BEHEEER
Yee, Mr. Wong Kwok Sing, Mr. Wong Yao Wing, Robert MK E (IRPITES) DRIE
and Mr. Lam Shiu San, respectively, all of whom are mIEH31.21% * 30.9% * 30.9%
executive Directors. K2 6.99%# %5 °
2. Rexy Investment Limited is a wholly-owned subsidiary 2. Rexy Investment Limited Plotio

of Plotio Limited, which is wholly-owned by HyComm
Wireless Limited, a company listed on the Main Board
of the Stock Exchange.

Limitedz 2 & [ & A 7 M Plotio
Limited BERERBEERAAZ
TEMBAR - EREZBREAR
NARE R ER LT o
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INTERESTS DISCLOSEABLE UNDER THE
SECURITIES AND FUTURE ORDINANCE

OF SUBSTANTIAL SHAREHOLDERS
(Continued)

Save as disclosed above, as at 31 March 2006, the
Directors are not aware of any other person who had
interest or short position in the Shares or underlying
Shares as recorded in the register required to be kept
under Section 336 of the SFO.

SUBSIDIARIES
Details of the Company's subsidiaries at 31 March 2006
are set out in Note 17 to the financial statements.

CONVERTIBLE SECURITIES

On 12 August 2005, the Group has placed a series of
7.5% redeemable convertible notes due in 2008 for
the aggregate principal amount of HK$6.3 million. Details
of which were set out in the announcement made by
the Company dated 15 August 2005. The proceeds from
the issue of the 2008 convertible notes in the amount
of HK$6 million has been fully utilized to finance the
research and development of the product series of home
intelligent automated system using the patented
technology and i-Panel.

Apart from the share option schemes, details of which
are set out above in the section headed “Share Option
Scheme”, the Company had placed a HK$8,000,000,
7.5% redeemable convertible notes on 24 September
2003 and the convertible notes is due on 24 September
2006. Details of the convertible notes have been
disclosed in the Company's circular to shareholders dated
29 September 2003. There had been no exercise of
the convertible notes during the year ended 31 March
2006.

REFSFRPEROEER
RETHEZHE = (B)

R EXFBEEEN  RZTTRF=
A=+—R BEEMH - SEEMA
ALTRHBACERARAREE K
HEGIFEIZHRRAEFEZELT
Z B tn B A8 B B 1 2 A ] 4 a5 3kO%

A
E o

B 8 2 A
AARMBARNR - TEAFZAS
TBEZHBRAMBREME
17 ¢

Al ES
R-ZEZTRFNA+=—B  AEEE
feE —ZH = NFEE75E7
BEOABRREE  ZEZBE2H845S
%i£6,300,0008 T - BEAFBEHR
KRR _ZFEZERAFNA+THEBAER
AR BIT TS N\FAIBRRKRE
& 2 BT 18 3 186,000,000/ 7T B # &
A UWEAMELABEREF
Bl Ri-Panel R AR EEBIL R G 2
ERRIEHRES -

PrEERxET S (BAFBEN L[
REE]—E) I RAFTRZEE
“F AN A+ HEHBREERE
8,000,000 8 L B X7 5E 2 o] fEE A
BREE  ZEAURREBER-_ZZT
NEANB T NBERE - B ER
ZHBERARRR=ZZEZE=F A
TTNABBRRZBEHAEE - RE
E_ZTERF=ZA=Z+—"HLFER
WEABRREREITE -
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SPONSOR'S INTEREST

As at the Latest Practicable Date, the Company does
not have any sponsor, the previous sponsor's agreement
has expired on 31 March 2005.

COMPETING INTERESTS

None of the directors or the management shareholders
or any of their respective associates (as defined in the
GEM Listing Rules) of the Company had an interest in a
business which causes or may cause any significant
competition with the business of the Group.

LITIGATION

As at 31 March 2006, no member of the Group is
engaged in any litigation or arbitration or claim of
material importance and no litigation or claim of material
importance is known to the Directors to be pending or
threatened by or against any member of the Group.

PURCHASE, SALE OR REDEMPTION OF
SECURITIES

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

The Company established an audit committee on 5 July
2002 with terms of reference in compliance with Rule
5.23, 5.24 and 5.25 of the GEM Listing Rules. The audit
committee currently comprises Mr. Wong Tak Leung,
Charles, Ms. Ho Chui Yin, Liwina and Mr. Lai Ying Sum
who are the independent non-executive Directors. The
primary duties of the audit committee are to review and
supervise the financial reporting process and internal
control systems of the Group. The Group’s audited
results for the twelve months ended 31 March 2006
have been reviewed by the audit committee, which is
of the opinion that the audited consolidated financial
statements comply with the applicable accounting
standards, the GEM Listing Rules and legal requirements
in Hong Kong and that adequate disclosures have been
made.

AUDITORS

A resolution to re-appoint the retiring auditors, PCP CPA
Limited, is to be proposed at the forthcoming annual
general meeting.

On behalf of the Board
INNO-TECH HOLDINGS LIMITED
Wong Yuen Yee

Chairman

Hong Kong, 26 June 2006
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CORPORATE GOVERNANCE PRACTICES TtEERESR

The Company recognizes that establishment and RRBIRR/EELAITRFZEEE

implementation of good corporate governance standards AR ERAEER B EKRAEERXR

helps the group to achieve its corporate objectives and FROmEREEIE - At - KRAFIE
fulfill the expectations of shareholders and stakeholders EgE _ZTENFWUA—AREEETE

effectively. Therefore, the Board of Directors (the JE A %% IR KRB SPRI 3R E AR B

“Board”) of the Company, with effect from 1 April 2005 Misg+hmEc CEERERTA

has fully applied the principles and complied with the

requirements of the Code on Corporate Governance

Practices contained in Appendix 15 of GEM Listing Rules:

(1) Due to the practical reasons, 14 days advance () EBERZRE WHEMBEF
notifications have not been given to all meetings CEZAERLHI4R2ENBE
of the board. Reason notifications have been given oo BREHV4AKIERIB AT
in respect of those meetings of the board where BErfTzSEEgEaMm
it is not practicable to give 14 days advance T AERARHERE - &
notification. The board will use its best endeavours EGREEEZARE N - EAT
to give 14 days advance notifications of board ZERATHESTESHEH 14
meeting to the extend practicable. (Code Provisions RIE AT A (7 AR XA TR
A1.1 and 1.1.3); A1.1.3) :

(2) Under the present Bye-laws of the Company, the 2) REBEARBIHEABEARMA -
Chairman is not subject to rotation requirement. EEARBRE REERR
Amendments have been proposed at the BEREE NQFIEERE
forthcoming AGM to amend the Bye-laws providing FIAEIMEA - AFTEHAMEES
for rotation of all directors, including the Chairman, (BREEE)B=FHERT—
once every three years (Code Provision A.4); R (SFRIERSCA4)

(3) As at the date of this announcement, we have no (3) REAMIEBH BELAR
formal guidelines for employees dealings in AMEFETELRHEIELE
securities (Code Provision A.5.4) although a formal NS MU EHREBETE
guideline has been adopted for directors. Actions HFRXGHEENIES - EFE
will be taken by the board to formalize the ERIITE - Ui E SN ARG
circumstances under which employees can deal in I F &8 R A1 AT AR R ER
the shares of the Company before end of the MEEZIBAGEKME
current financial year;

(4) Actions have yet taken to review the internal (4) AEBNAREKERITE AR R
= control systems of the Group. The Board plans to SB o AMBEHRG -EFS
= engage an external auditor to undertake the review ST EIIEE NS 2 BAD - AR K
= before the end of the current financial year and to MBRFREAERAMETENT
S take appropriate course of action in this regard & WARIRHNIE A2 BUED 2 HE B
— based on the recommendation of the external EREBRWETEZEETE (5T
- auditor (Code Provision C.2.1); and BlfExXC.2.1) + &

T

(5) No formal schedule of matters reserved to the B) BEEREFGHNERUEST
- Board and those delegated to the management FABsmEBAEZEERRE
= has been adopted by the Group although there B HlE S - HEAREE I &R
— are guidelines for the responsibilities and duties MEZSHEIAINRERERAR
© members of the board and members of the TR ZEHEERERTR - &
- managements taking up different position. The EEERZRARAZANZZHR
o Board has delegated their Human Resources A BFEFREERIGRESS
% Department to prepare the formal schedule for BEs EXEEXR (FRKEX

the approval of the board before the end of the D.1.2)
— current financial year (Code Provision D.1.2).
= (6) The Company did not have a Remuneration 6) ARRIVYEHFMEZEE - A
- Committee. However, we have planned to set up i AR E]E SR T E B R
o the committee in next financial year to meet the ERIZEE®  UNEEIZE
requirement of GEM's Listing Rules. WREMREZHEE -




ANNUAL REPORT 05/06 3k

CORPORATE GOVERNANCE REPORT

2 5 8 ® &

DIRECTORS" SECURITIES TRANSACTIONS
The Company has adopted the rules set out in Rules
5.48 to 5.67 of the GEM Listing Rules as the code for
dealing in securities of the Company by the Directors.
All Directors confirmed that they complied with the
required standards as set out in the Rules 5.48 to 5.67
of the GEM Listing Rules throughout the year.

BOARD OF DIRECTORS

The Board of Directors of the Company as at the date
of the annual report comprises:

Executive Directors: Ms. Wong Yuen Yee
Mr. Wong Kwok Sing
Mr. Wong Yao Wing, Robert
Mr. Lam Shiu San

Independent Non- Mr. Wong Tak Leung, Charles
executive Directors: Ms. Ho Chui Yin, Liwina
Mr. Lai Ying Sum

The Board is responsible for the leadership and control
of the Company. It also overseas the Group's business,
strategic decisions and directions, and performances. The
management was delegated the authority and
responsibility by the Board for the general management
of the Group. In addition, the Board has also delegated
various responsibilities to other committees. Further
details of the committees are set out in this report.

The Board has four scheduled regular meetings a year
at quarterly interval and meets as and when required.
During the year ended 31 March 2006, the Board held
4 regular meetings. The attendance of each Director at
the board meetings during the year are as follows:

Directors Number of attendance
Ms. Wong Yuen Yee 4/4
Mr. Wong Kwok Sing 4/4
Mr. Wong Yao Wing, Robert 4/4
Mr. Lam Shiu San 4/4
Mr. Wong Tak Leung, Charles* 4/4
Ms. Ho Chui Yin, Liwina* 4/4
Mr. Lai Ying Sum* 0/0
(Appointed on 3 March 2006)
Ms. Wu Wai Yee, Annis* 4/4

(Resigned on 20 February 2006)

* Independent Non-executive Directors
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BOARD OF DIRECTORS (Continued)

Board minutes are kept by the Company Secretary of
the Company. Draft and final versions of the Board
minutes are sent to the Directors for their comments
and records, in both cases within a reasonable time
after the meeting.

The Directors enable, upon the reasonable request, to
seek independent professional advice under appropriate
circumstances, at the Company's expenses, in order to
discharge their responsibilities and duties under
appropriate independent professional advice.

Appropriate insurance cover has been arranged in respect
of legal action against its Directors.

CHAIRMAN AND CHIEF EXECUTIVE

OFFICER

To ensure the compliance with the new CG code, the
role of the Chairman and Chief Executive Officer of the
Company has segregated since IPO of the Company.
Currently, the Chairman and Chief Executive Officer of
the Company is Ms Wong Yuen Yee and Mr. Wong Kwok
Sing, respectively.

The Chairman’s and the Chief Executive Officer's
responsibility is to manage the Board and the Group's
day-to-day business, respectively.

INDEPENDENT NON-EXECUTIVE

DIRECTORS

The three Independent Non-executive Directors of the
Company are persons of high calibre, with academic
and professional qualifications in the field of accounting
and law. With their solid experience, they can provide
strong support to perform their duties delegated by the
Board effectively.

All Independent Non-executive Directors are considered
to be independent by the Board as the Board received
from each of the annual confirmation of independence
as required by the GEM Listing Rules.
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REMUNERATION OF DIRECTORS AND
SENIOR MANAGEMENT

The Company did not have a Remuneration Committee.
However, we have planned to set up the Committee in
next financial year to meet the requirement of GEM
Listing Rules.

Details of the Directors’ emoluments of the Company is
set out in the note 11 to the financial statements.

APPOINTMENT AND RE-ELECTION OF
DIRECTORS

According to the bye-laws of the Company (the “Bye-
laws"), (i) any Director appointed to fill a casual vacancy
or as an addition to the Board shall hold office until the
next Annual general meeting of the Company and shall
retire and be subject to re-election and (ii) Directors
holding office as the Chairman of the Board shall not
be subject to retirement by rotation. Such practice
deviates from the provision A.4.2 of the CG Code which
requires all directors appointed to fill casual vacancy be
subject to election by shareholders at the first general
meeting after their appointment, and every Director,
including those appointed for a specific term, be subject
to retirement by rotation at least once every three years.
Having reviewed the relevant Bye-Laws, the Board will
propose to put forth a special resolution to amend the
Bye-laws to comply with the said code provision.
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APPOINTMENT AND RE-ELECTION OF
DIRECTORS (Continued)

The Company has no fixed terms of appointment of
Independent Non-executive Directors. However, they are
appointed subject of retirement by rotation and re-
election at the annual general meeting of the Company
in accordance with the provision of the Bye-laws. Such
practice deviates from the provision A.4.1 of the CG
Code which requires that Non-executive Directors be
appointed for a specific term. The Board has discussed
and concluded that the current practice of appointing
Independent Non-executive Directors without specific
terms but otherwise subject to rotation and re-election
by shareholders was fair and reasonably, and does not
intend to change the current practice at the moment.
Subject to the approval of the proposed amendments
to the Bye-laws at the forthcoming annual general
meeting. Independent Non-executive Directors will be
subject to re-election once every three years.

EXTERNAL AUDITORS

For the year ended 31 March 2006, PCP CPA Limited,
the existing external auditors received the following
remuneration:
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AUDIT COMMITTEE

The Audit Committee currently comprises all three
Independent Non-executive Directors of the Company,
namely Ms Wong Tak Leung as the Chairman and Mr.
Lai Ying Sum and Ms. Ho Chui Yin, Liwina as the
members, who among themselves posses management
experience in the accounting and law. The attendance
of each member at the meeting during the year is set
out as follows:

Number of

attendance

Mr. Wong Tak Leung, Charles (Chairman) 4/4

Ms. Wu Wai Yee, Annis 4/4
(resigned on 20 February 2006)

Ms. Ho Chui Yin, Liwina 4/4

Mr. Lai Ying Sum 0/0

(Appointed on 3 March 2006)

Full minutes of Audit Committee meetings are kept by a
duly appointed Secretary of the meeting. Draft and final
versions of minutes of the Audit Committee meetings
are sent to all members of the committee for their
comments and records, in both cases within a reasonable
time after the meeting.

The Audit Committee reviews the quarterly results,
interim and annual reports before submission to the
Board. The Audit Committee focuses not only on the
impact of the changes in accounting policies and
practices but also on the compliance with accounting
standards, the GEM Listing Rules and the legal
requirements in the review of the Company’s quarterly,
interim and annual reports.
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TO THE SHAREHOLDERS OF
INNO-TECH HOLDINGS LIMITED
(Incorporated in Bermuda with limited liability)

We have audited the financial statements on 42 to 128
which have been prepared in accordance with accounting
principles generally accepted in Hong Kong.

Respective responsibilities of directors and
auditors

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

It is our responsibility to form an independent opinion,
based on our audit, on those financial statements and
to report our opinion solely to you, as a body, in
accordance with section 90 of the Bermuda Companies
Act and for no other purpose. We do not assume
responsibility towards or accept liability to any other
person for the contents of this report.

Basis of opinion

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

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

% B | &
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financial statements. We believe that our audit provides
a reasonable basis for our opinion.

Fundamental uncertainty

In forming our opinion we have considered the adequacy
of the disclosures made in the financial statements
concerning the ability of the Company and the Group to
continue as going concern. As set out in note 4(a) to
the financial statements, the Group is dependent upon
the ongoing support of its banks to ensure that adequate
bank borrowing facilities are available to meet the
Group's future working capital and financing
requirements. The directors believe that continued bank
support will be forthcoming and the Group is able to
continue as a going concern after taking into account a
financial support undertaking received from the
management shareholders. Accordingly, the financial
statements have been prepared on a going concern basis
notwithstanding the Group's loss for the year and net
deficit of cash and cash equivalents as at 31 March
2006. The financial statements do not include any
adjustments that would be necessary should bank
support not be continued. We consider that the
fundamental uncertainty has been adequately accounted
for and disclosed in the financial statements and our
opinion is not qualified in this respect.

Opinion

In our opinion the financial statements give a true and
fair view of the state of affairs of the Company and of
the Group as at 31 March 2006 and of the Group's loss
and cash flows for the year then ended and have been
properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance.

PCP CPA Limited
Certified Public Accountants
Hong Kong, 26 June 2006

Chua Suk Lin, Ivy
Practising Certificate No.: P02044
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CONSOLIDATED INCOME STATEMENT
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for the year ended 31 March 2006
BE_TTAF=A=+—HULFE

2006 2005
ZEERE | ZTTHAF
Note HK$'000 HK$'000
P 5 FEx TET
(restated)
(Z71)
Turnover BEH 7 90,955 78,716
Cost of sales HEKR (69,669) (56,282)
Gross profit EF 21,286 22,434
Other revenue Hi A 8 1,108 416
Research and development PR RFERX
expenses - (872)
Marketing and promotion MEEEREERX
expenses (1,406) (1,213)
Administrative expenses THF X (19,615) (8,995)
Profit from operations =g R 1,373 11,770
Finance costs H%EER 9(a) (5,759) (4,241)
Share of losses of associates BEBEARERE (586) (272)
Share of losses of jointly BhaEbxBE - (89)
controlled entities
(Loss)/profit from ordinary BRETEHAER
- activities before income tax £% (B1R) /&5 9 (4,792) 7,168
= Income tax P 13 Mt 10 (736) (1,507)
- (Loss)/profit attributable REFEAERL
= to equity holders (FHR) /i (5.708) 5,661
= (Loss)/earnings per share gk (B8) /&
© —~ Basic (HK cents) —BEX (B) 13(a) (1.94) 2.23
> - Diluted (HK cents) — % OBfl) 13(b) N/ATER | N/ATER

The notes on pages 49 to 128 form part of these FA49OBEF128H 2 M s AR K W
financial statements. RZ— W -
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CONSOLIDATED BALANCE SHEET

PaN prd
:é.‘VT\ (=) =}

= A

& &

at 31 March 2006

R=BERF=A=+—H

2006 2005
—FERE | ZZTT0HE
Note HK$'000 HK$'000
B 5E T#ER FAEL
(restated)
(E3)
Non-current assets ErBEE
Property, plant and equipment mE - BERZE 14 9,374 5,492
Prepaid lease payments BRNEERE 15 5,768 -
Intangible assets BV EE 16 25,760 26,005
Interest in associates iNGEUNCIL £ 18 5,237 5,823
Interest in jointly controlled REERAzER 19
entities - 78
46,139 37,398
Current assets mEEE
Inventories FE 20 8,918 14,116
Accounts receivable & W BR X 21 39,894 31,967
Prepayments, deposits and ANHE Ko
other receivables R H & 50 IE 4,475 8,497
Amounts due from customers B R F R 8,520 6,590
Pledged deposits EEAER 22 25,000 40,000
Cash and cash equivalents BeRBLEEY 23 845 1,504
87,652 102,674
Current liabilities mEaR
Bank loans and overdrafts FOERREX 24 30,862 43240
Trade payables, EHRMNER
accrued expenses EstERRAM
and other payables J& 5 7108 25 12,498 10,408
Bills payable B EE 26 4,966 14,309
Amounts due to directors [ENEEFE 7,349 5,828
Obligations under finance leases MEREAE 27 814 5,489
Current taxation AEFHE 29(a) 1,242 953
Convertible notes MR ER 30 8,996 -
66,727 80,227
Net current assets TEEEFHE 20,925 22,447
Total assets less BEERTDAR
current liabilities 67,064 59,845
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CONSOLIDATED BALANCE SHEET (continued)

= PAN b4
m e B E 8 R @
(Expressed in Hong Kong dollars) . . . .
(ABTEBITR)
2006 2005
—EERE —TTREF
Note HK$'000 HK$'000
B 5E FERT THT
(restated)
(E%1)
Non-current liabilities ERBERE
Bank loans BITER 24 3,932 750
Convertible notes EES &S 30 6,060 8,429
Deferred taxation RRETE 29(b) 4,499 4,334
14,491 13,513
NET ASSETS EEFE 52,573 46,332
CAPITAL AND RESERVES BARRE
Share capital N 31 6,702 5,450
Reserves e 33(a) 45,871 40,882
52,573 46,332

Approved and authorised for issue by the board of

directors on 26 June 2006

The notes on pages 49 to 128 form part of these

financial statements.

Wong Yuen Yee
Executive Director
BEWR
HITEF

MBEBRER_FTERFRAZTR

FREE=SHENKERER

Wong Kwok Sing
Executive Director
EEHE
HITEF

F49H EF 1288 2 KT 5E &A%

RZ— B -
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BALANCE SHEET
g E B 8 *

at 31 March 2006
RZTETRE=ZRA=+—H

\/

\

2006 2005
ZEERE —ZETRHF
Note HK$'000 HK$'000
B T#Hx FET
(restated)
(&%)
Non-current assets EReEE
Interest in subsidiaries Wﬁ% Al R 17 5,925 5,925
Interest in associates NG 18 978 978
o 6903 6,903
Current assets mEEE
Prepayments and other receivables fﬁﬁ%’\ﬁ&ﬁ@ﬁﬁ%?ﬂﬁi 310 606
Amounts due from subsidiaries FEW KB A 38,639 28,569
Amount due from an associate FH&ZH&?%’A IE 4 4
Pledged deposits EEAER 22 10,000 10,000
Cash and cash equivalents ReRREEEY 23 - 2
7777777777777777777777777777 48,953 | 39,181
Current liabilities REEE
Bank loans and overdrafts BOERREX 24 11,579 13,537
Accrued expenses and other payables FEAt B A R A fth e 19 3RE 1,515 1,148
Amount due to a subsidiary FEfH I8 1 Al R IE 90 90
Amounts due to directors ENEEHE 226 238
Convertible notes ARk EE 30 8,996 =
22,406 15,013
Net current assets REEEFHE 26,547 24,168
Total assets less current liabilities  @RKEAAMAK | 33,450 | 31071
Non-current liabilities EnBas
Bank loans RITEK 24 - 750
Convertible notes BRRER 30 6,060 8,429 —
=
6,060 9,179 =
777777777777777777777777777777777777 (@]
NET ASSETS BEFHE 27,390 21,892 L
CAPITAL AND RESERVES Bk R G -
Share capital B & 6,702 5,450
Reserves & 33(b) 20,688 16,442
27,390 21,892

MBER/RREN _ZEZRFNA-TR
FEEZSHERREER

Approved and authorised for issue by the board of directors on
26 June 2006

a5
(@)
=
()
=
o
w

Wong Yuen Yee Wong Kwok Sing =
Executive Director Executive Director =
&5 52 EEE =
HITEE BITEE =

FA49H EF 1288 2 KT 5E & ANEF 15 R
*xZ— 1 e

The notes on pages 49 to 128 form part of these
financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
e BB &Fm OB B X

for the year ended 31 March 2006 . . . .
BE-PEAEZA=+—HILEE
Attributable to equity holders of the company
HEDAREREARE
Employee  Convertible Capital
Share Share compensation notes Contributed redemption  Retained
capital ~ premium reserve  reseve  suplus  reserve  profits Total
EE TR -0
Bx  RHEE MRS ZREE  4ABR  BARE  RERA it
HK'000 HK'000 HK'000 HK'000 HK'000 HK'000 HK'000 HK'000
Tin Tén  TEr TEn  TEr  TEm THEr THn
A 1 Aprl 2004, e originall sated RZZEMERA-A MRS 4900 12068 - - 5605 B 18 3650
Effects of changes in accounting SRR 7R
polices (note 3) (H3) - - - 28 - - 7 289
At 1 Aprl 2004, as restated RZFEMERA-B  NE| 4900 12,068 = 182 5625 4 13,901 36,819
Proi for the year, s restated REREH  ME)| - - - - - - 5,661 5,661
Tote recognised income and REERRINA
expenses for the year g% = = - - = = 5,661 5,661
Issuance of shares ¥akh 550 3,465 - - - - - 4015
Shares issuance costs haER - (163) - - - - - (163)
550 3502 = = = = = 3852
At 31 March 2005 RZ2E5F=f=1-R 5450 15310 = 26 5625 4 19,562 46332
At 1 Apil 2005, as orginall staed RZZRREMA-A BRI 5450 15370 - - 5605 3 N Y A 1]
Effcts of changes in accounting LREGEObeE
palices (noe 3) (Hit3) - - - 8 - - (1) Bl
At 1 Aprl 2005, as restated RZSERERA-A  NE| 5450 15310 = 28 5625 4 19,562 46,33
Loss for the year 8331 - - - - - - (g (50)
= Totel recognised ncome and TERRRINR
=
5 expenses for the year £5 - - - - - - (5T (50
- Issuance of shares and HikhRR
o etercising options BhE 125 8,170 - - - - - 9422
== Shares issuance costs KhEER - %) - - - - - (%)
Transfr to share premium upon RERERNRRERS
= elercise of share aptons Riv&RE - 998 (999) - - - - -
— Recogriton of equity component CERED e VELED)
S of convertble notes net of HEZEIT
= fransaction cost - - - 160 - - - 160
o Recogniion of share-based CEDYUEES YETr
payment as expenses BRX = = 2460 = = = = 2460
= 125 9075 1482 160 - - - 19
=
= At 31 March 2006 RZZEAEZR=1-H 6,702 24445 1,462 44) 5625 4 15,854 50573
(W)

F49B EF 1288 2 M 5E A AR 7 W
x2Z—E1H o

The notes on pages 49 to 128 form part of these
financial statements.
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CONSOLIDATED CASH FLOW STATEMENT

m 8 B & A E X
. . . . for the year ended 31 March 2006
HE-FEAF=A=+—ALEE
2006 2005
ZEERE | ZTTHF
HK$'000 HK$'000
TER TET
(restated)
(Z51)
Operating activities BEX®
(Loss)/profit from ordinary activities BRAGHAEREEH
before income tax (B8) /&7 (4,972) 7,168
Adjustments for: RATEEEHAE
— Depreciation and amortisation ~-MER#EHE 10,204 7,389
~ Release of prepaid lease payment - ENEEHERD 2 -
— Allowance for inventories ~-GFERE 1,201 2,397
— Share of losses of jointly controlled -BEEELAEE - 89
entities
— Share of losses of associates -BABERAER 586 272
~ Interest income -FEKA (821) (343)
— Share-based payments - URHARER 2 X H 2,460 -
— Property, plant and -NE BER
equipment written off % {3 476 17
~ Intangible assets written off — B EEMEA 5,047 -
~ Interest expense —flB Y 5,759 4,241
Operating profit before changes in K& EZLEHH
working capital ZBEE R 19,942 21,230
Decrease in inventories FERD 7,797 12,024
Increase in accounts receivable JFE U BR R 3 (7,849) (24,354)
Decrease in prepayments, deposits and ~ BRFE - He Rk
other receivables At WK ER D 4,022 346
Increase in amounts due from customers U E F ZIBE I (1,930) (2,250)
Increase in amounts due to directors BN EZFIAEN 1,821 5,226
Increase in amounts due from associates & YtHE & 2 &) FUAE i1 - (171)
Decrease in amount due from a jointly —~ EWNAERGEFERD
controlled entity - 1
Increase in amount due from R @EALRIBEEM
a related party - (934)
(Decrease)/Increase in bills payables, ERNRE  EfERRER
other payables and accrued expenses E:ER (RD) /M (8,102) 17,777
Cash generated from operations BEE4ZHE 15,701 28,895
Hong Kong profits tax paid BAEENEH (282) (989)
Net cash from operating activities BEXsBELZRERE 15,419 27,906
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CONSOLIDATED CASH FLOW STATEMENT (Continued)

= AN
s =

B £ A B *x ()

for the year ended 31 March 2006
BEZTNF-A=+—HLFE

2006 2005
—BERE | _TTLHF
Note HK$'000 HK$'000
Pt 5 FTER TET
(restated)
(Z51)
Investing activities REED
Interest received B S 821 343
Decrease/(increase) in pledged deposits BEBFFRL/ (E M) 15,000 (19,830)
Payment for purchase of property, BENE BRERX (6,134) (751)
plant and equipment ZHE
Payment for purchase of intangible assets BEEFEE 2B (13,230) (13,960)
Payment for prepaid lease payments BENREZE (5,770) -
Net cash used in investing activities #EFHERZREFE (9,313) (34,198)
Financing activities MEED
Capital element of finance lease EffpEHERS
rentals paid EXEHH (8,475) (12,791)
Net proceeds from issuance of new shares #1733 2 FT & A F & 9,097 3,852
Interest paid EAREUES (4,237) (2,483)
Proceeds from issuance of convertible ~ Z{TAIBRREBEFHBRE
notes, net of transaction costs Nk R 5 A 6,130 =
Proceeds from new bank loans BOMERZHERA 5,325 17,135
Repayment of bank loans ERRTER (10,229) (10,207)
Proceeds from shares issued REERESERT
under share option scheme &3 B 5 5B 232 -
Interest element of finance ERRERSZHSTFE
lease rentals paid #in (316) (661)
Net cash used in financing
activities MERDMAZRETE (2,473) (5,155)
Net increase/(decrease) in cash RERREEEY
and cash equivalents #m/ (RY) 38 3,633 (11,447)
Cash and cash equivalents ROA-BZRE
at 1 April REEEEY (21,526) (10,079)
Cash and cash equivalents R=ZA=+-HZH&
at 31 March RESEEY 23 (17,893) (21,526)

Non-cash transaction

During the year, the Group entered into finance leases contracts
in respect of property, plant and equipment and inventories with
a total capital value at the inception of the contracts of HK$Nil
and HK$3,800,000 respectively (2005: HK$1,493,000 and
HK$10,160,000).

The notes on pages 49 to 128 form part of these
financial statements.

BREX 5
RER - AEBRYE  BERKHE
REEFTVHEAYN  ZEAHEY
CHBEARXEBEI>NAEEE TR
3,800,000 T (Z & & A F :
1,493,000 7t & 10,160,000/%
75)

F49H EF 1288 2 KT 5E A A5
xZ— 321 e
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NOTES TO THE FINANCIAL STATEMENTS

w ® X K A

CORPORATE INFORMATION

Inno-Tech Holdings Limited (the “Company”) was
incorporated in Bermuda on 19 November 2001
as an exempted company with limited liability
under the Companies Act of Bermuda. The shares
of the Company are listed on the Growth
Enterprise Market (the “GEM") of the Stock
Exchange of Hong Kong Limited, (the “Stock
Exchange”). The addresses of the registered office
and principal place of business of the Company
are located at Clarendon House, 2 Church Street,
Hamilton HM11, Bermuda and Room 2303, Tung
Wai Commercial Building, 109-111 Gloucester
Road, Wanchai, Hong Kong, respectively.

The Company is an investment holding company.
The principal activities of the subsidiaries are set
out in note 17.

ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS ("HKFRSs")
AND CHANGES IN ACCOUNTING
POLICIES

In the current year, the Company and its
subsidiaries (collectively “the Group”) has applied,
for the first time, all of the new and revised
Standards and Interpretations issued by the Hong
Kong Institute of Certified Public Accountants that
are relevant to its operations and effective for
accounting periods beginning on or after 1 January
2005. The changes in presentation have been
applied retrospectively. The application of these
new and revised Standards and Interpretations
have resulted in changes to the Group's
accounting policies in the following areas.

NAEER
EAZERARAR (TAAR])
RZEZE—F+—-—HThBE
BERERBEREQRDETM
R REHRRBRAR - AR
ARNEEBBEXZFBR
~al (TEEAZFT)) BIZEMR £ -
RARZdMPEREREESE
¥ i 2 5 5 & Clarendon
House, 2 Church Street,
Hamilton HM 11, Bermuda® &
BEFELITEI0-1T15RER
BEEWEANE2303E ©

ARAB—FKREEBRAF -
TEMBRAZEHERME
17 -

FREEMB R EEL
REastBRzy#

REF AR REKERA
(I AEE]) EREREE
S ASMEME —_FTTA
F-A-HESFHRBERZ
ETHEREERIZE BN
HEED - 2/ A2 EWIE
HAEEES - RAFIEREE
IR s IS ERIE R EE AL
e BRRELTIEEZ
o
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NOTES TO THE FINANCIAL STATEMENTS
B B ® & KM &

ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS ("HKFRSs")
AND CHANGES IN ACCOUNTING
POLICIES (Continued)

Share-based payments

In the current year, the Group has applied HKFRS
2 Share-based Payment which requires an expense
to be recognised where the Group buys goods or
obtains services in exchange for shares or rights
over shares (“equity-settled transaction”) and
liabilities for cash-settled share-based payments
to be recognised at the current fair value at each
balance sheet date. The principal impact of HKFRS
2 under the previous policy results in a reduction
in profit as such items have not been recognised
as expenses. Prior to the adoption of HKFRS 2,
the Group did not recognise the financial effect
of these share options until they were exercised.
The Group has applied HKFRS 2 to share options
granted on or after 1 January 2005. In relation to
share options granted before 1 January 2005, the
Group chooses not to apply HKFRS 2 with respect
to share options granted on or before 7 November
2002 and vested before 1 January 2005. The
Group has no share options that were granted
after 7 November 2002 and had not yet vested
before 1 January 2005.

The financial impact on adoption of HKFRS 2 has
been disclosed in Note 3.

RN EE MRS EA
REFBRZULE @

A AERZZH
RAFE  AEERKBEEY
EREEBFE2RUBRMD ABE
ReXt HEEASEEER
BV SRR M ARG KA
RN ARE ([RH 4
BERB]) + RUAREE AR
xfzBE BIEKE@AR
TUEHEEBCRBLATERE
RAR - BEEVBREEDE
2HRENEEHABEZEER
ZEREIRRES - ZEE@E
BEREEBRARAS - HASB
B EHREERFE2%A - B
EBREETE  AEELE
BERV BT ERR A&H
H_TTRF—A—HxHE
FIi i B AR R B 40 B 08 I 18 ¥
HFERAB2RMTE - HRAK
BEE—_TTRAF—HA—HAK
HeERE AEBEERN—
TE_F+—AEA%ZAE
HITR-_ZEZTRF—A—HBHZ
AEEBRESTRAET S
MBmELENE2R - A& E
YTER T _F+—H+tH
BERHEER-_ZETHAF—A—
HAZRIHAREB 2 BIRE -

KRB B HE LR F 250
B ERNMEIRE -
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NOTES TO THE FINANCIAL STATEMENTS

w ® X K A

ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS ("HKFRSs")
AND CHANGES IN ACCOUNTING
POLICIES (Continued)

Convertible notes

The principal impact of Hong Kong Accounting
Standard ("HKAS") 32 Financial Instruments:
Disclosure and Presentation on the Group is in
relation to convertible notes issued by the
Company (see note 30). HKAS 32 requires an
issuer of a compound financial instrument that
contains both financial liability and equity
components to separate the compound financial
instrument into the liability and equity components
on initial recognition and to account for these
components separately. In subsequent periods, the
liability component is carried at amortised cost
using the effective interest method.

The financial impact on adoption of HKAS 32 has
been disclosed in Note 3.

ENEEMBREEL
REHBRZEUE (&)

IR

BB ERERNRFETB &
BMTE:FEREJNIHAE
BrxEZEFEEAQEME
TrABRBREEER (RME
30) - BB EREI2RA
TEEVHKAEERKRESD 2
BEEeMIEAEVIAEREA
BEAEMI A HABERR
EEHMNBILAR - £ E % H
M- BEBOHEABEERFE

RMBBEFEREI2R 2 W
BRERMEIWE -
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NOTES TO THE FINANCIAL STATEMENTS
B B ® & KM &
EEEN

3 SUMMARY OF THE EFFECTS OF THE 3. Bt BRE®H Y EH

CHANGES IN ACCOUNTING POLICIES =
The effects of the changes in the accounting FPlhestRRZEHHARFE
policies described above on the results for the REFBEZZENMT :

current and prior year are as follows:

2006 2005
“EERE | —TZTLF
HK$'000 HK$'000
FERT FHET
Recognition of share based KB B BRE
payments as expenses Bl 2B 28R 15 LA
on adoption of HKFRS 2 Bip RERZZ M
R R (2,460) —
Increase in finance costs on BME A &R
convertible notes FI25R E Al
on adoption of HKAS 32 BREBEMIEMZ
M ER (167) (58)
Decrease in profit for the year F 8% MR (2,627) (58)
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NOTES TO THE FINANCIAL STATEMENTS

B %

w®oOxR KM O

3 SUMMARY OF THE EFFECTS OF THE 3.
CHANGES IN ACCOUNTING POLICIES

(Continued)

The cumulative effects of the application of the
new HKFRSs on 31 March 2005 and 1 April 2005
on the consolidated balance sheet are summarised

below:

&
u

a8

BERBREH
=5
=

RAFIET BB RE LY
“EERF=HA=+t—RBRZ
ZETRFEMA-HAZKRAERE
BERZAGFTZEMENT :

Retrospective

adjustments
As at HKAS 32 As at
31 March convertible 1 April
2005 notes 2005

EEgER
i FE32 8 "
—_EFEF EBRER —FTFTLF
=Z=A=+—H HE#HAR MmA—AH
HK$'000 HK$'000 HK$'000
FAET FET FAT
(originally (restated)

stated)
(R%1) (E231)
Balance sheet items EE&MERER

Convertible notes AR R IR 8,660 (231) 8,429
Retained profits R B & A 19,613 (51) 19,562
Convertible notes reserve ARREBRHE - 282 282
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w®oxR KM

NOTES TO THE FINANCIAL STATEMENTS
B %

SUMMARY OF THE EFFECTS OF THE 3. EFHREBHZILEM
CHANGES IN ACCOUNTING POLICIES = (&)
(Continued)
The financial effects of the application of the new RAFIEE B B E EAH
HKFRSs to the Group's equity on 31 March 2004 RZFEZTWPF=A=+—HRK
and 1 April 2004 are summarised below: —ZETMOEFMA-BZAERE
a2 BTEMEBNOT
Retrospective
adjustments
As at HKAS 32 As at
31 March convertible 1 April
2004 notes 2004
EEEER
5 32%% ¥
RIFFWNE FWREERE R_-_FTTNF
ZA=+—H HE#HAE mA—H
HK$'000 HK$'000 HK$'000
FAET FET FHET
(originally (restated)
stated)
(R%1) (&%)
Retained profits & B % A 13,894 7 13,901
Convertible notes reserve AR EE®E - 282 282

The Group has not early applied the following
new Standards and Interpretations that have been
issued but are not yet effective. The Group has
commenced considering the potential impact of
these new Standards and Interpretations. The
management determined that it is not yet in a
position to reasonably ascertain how the following
amendment may affect the results of operations
and financial position of the Group are prepared
and presented.

AEEBYERFRATIICR
o e 1) R AR 3R 2 3738 E Rl R
B AEEZLCREFHZE
MESERREZEBETE -
AEEERERRBRTTEMR
THEFTT e mA g E R EEH
Rl 25 2 BERE R
ARRAE L B IERER -
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NOTES TO THE FINANCIAL STATEMENTS
B B ® & KM &

3 SUMMARY OF THE EFFECTS OF THE 3. BHEF#H 2K

CHANGES IN ACCOUNTING POLICIES CNE )

(Continued)

HKAS 1 (Amendment) Capital disclosure ! EAGHEN BAXAEER
15

HKAS 19 (Amendment)

Actuarial gains and

(BIEFT)
Rl

BEAE %8

losses, group plans and E 1958 5E 18 A 5t & A
disclosures 2 (&AEET) w2

HKAS 21 (Amendment) The effects of change BB g £R SNEEE R BB 2
in foreign exchange rate E215% TE-BINEY
—net investment in a (& 1E7T) REFHE?

HKAS 39 (Amendment)

accounting of forecast E395% SGrEHREREH
intragroup transaction 2 (& 1E7]) R R A
HKAS 39 (Amendment) The fair value option 2 BB ER NAERERE?
£ 395
(& 1&8])
HKAS 39 & HKFRS 4 Financial guarantee EAGHEAN HMBEREL2
(Amendments) contracts 2 FIGR K
N
¥ &5 £ Al
5B 458
(& 1&5])
HKFRS 6 Exploration for and ERMBRE BEERIHR
evaluation of mineral £ BRI % 65 R T A2
resources 2 =
HKFRS 7 Financial instruments: ERUBRE TR T A : KE =
Disclosure ' ERIE TR =
HK(IFRIC) — INT 4 Determining whether an EE(BEBRMYE BT EHZTHR o
arrangement contains a WmERE BEREHEE? =
lease 2 ZE®g o
—REBEAR S
HK(IFRIC) — INT 5 Rights to interests arising &% (B2 BI 7% K - E{ERIB -
from decommissioning, WmERE BEEESME =
restoration and ZEg AR A 2 RE A2 >
environmental —REBESH

foreign operation 2
Cash flow hedge

rehabilitation funds 2

e
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NOTES TO THE FINANCIAL STATEMENTS
B B ® & KM &

3 SUMMARY OF THE EFFECTS OF THE 3. BB REBEZEEM
CHANGES IN ACCOUNTING POLICIES E (#)
(Continued)

HK(IFRIC) — INT 6 Liabilities arising from EF (BB 7% . 2 B2 { Rl
participating in a specific mERE CBEHER
market — waste electrical ZE® %E FlRSBEEZ
and electronic —-R2EBFEeHR &HE:

equipment 3

HK(IFRIC) — INT 7 Applying the restatement EE(BREME ERLERERE
approach under HKAS mERE W BERE TR
29 Financial Reporting in £Z89) BEE G ER
Hyperinflationary —REETIR F29RERET
Economies * 73R
HK(IFRIC) — INT 8 Scope of HKFRS 2 ° EE(BRME BEMBRS
#&%a‘%%ﬁ /iﬁlJ%Z L 2 &
B g EIR
— R EE 8
HK(IFRIC) — INT 9 Reassessment of EE(BREME BEHAENTEL
embedded derivatives © mERE He
~Eg)
—2EBFR

—

B-_ZEZLF A - HXZRFABF
EEARE AR o
B-ZEZREF A HXZERFABF
EEIR AR o
BE-ZTRF+ A B z&MAR
FEHEER -
B-ZZRE=ZH —H 2 &ZRAKF

! Effective for annual periods beginning on or after
January 2007

2 Effective for annual periods beginning on or after
January 2006

3 Effective for annual periods beginning on or after
December 2005

4 Effective for annual periods beginning on or after

—
N

—
o

—
ES

—
=
—
m
()

the group be unable to successfully
anticipate customer demand accurately;
manage its product transitions and inventory
levels; and distribute its products and
services quickly in response to customer

demand.

March 2006 EHERR AR -
_ 5 Effective for annual periods beginning on or after 1 S BZZETAFRA—BARZERABSF
= May 2006 EHIRE AR o
o 6 Effective for annual periods beginning on or after 1 S BZEEZRFAA-—HBHzERABE
4 June 2006 JEHART A K o
- 4 SIGNIFICANT ACCOUNTING POLICIES 4 FTEEFHER
" (a) Basis of preparation (a) HMEEE
o The Group's business activities are AREBEXEKBERZEA
= conducted in the context of a developing R BREEBENRSET
- and changing services sector which is = ﬁﬁLﬁ%E’j%}EFﬁ
i characterised by continuously changing SRR e L BT
S customer demand patterns and rapid BR—HTE -RBRUOX
technological developments. The Group's &= @ ﬂ;ﬁﬂiﬁﬁi‘é‘ RS
results would be adversely affected should E ok =FIEE MR 15

Fﬁzﬁﬁﬂf =K
&Eéﬁuéﬁiﬁ&i‘%ﬁﬁ%ﬁ
ER i E A
BREHEEREENK
BEXE -
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NOTES TO THE FINANCIAL STATEMENTS

81

%

w®oOxR KM O

4 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(a)

Basis of preparation (Continued)

Additionally, the Group’s dependence on
several IT solution suppliers, exposes the
Group to potential product quality issues
that could affect the reliability and
performance of the Group's products and
solutions.

The Group has banking facilities of short-
term bank loans and overdraft totalling
HK$64 million, provided by several banks,
which were utilised to the extent of
approximately HK$36 million at 31 March
2006. The directors have assessed the
sufficiency of the existing banking overdraft
facilities for the purpose of meeting the
Group's future working capital and other
financing requirements. The directors
believe that these facilities are sufficient
and will be extended by the Group's banks
for the foreseeable future. The financial
statements have been prepared on a going
concern basis, the validity of which depends
upon the Group's ability to secure additional
contracts after completion of the current
contracts at acceptable operating margin,
and sufficient cash being generated from
the operations; and the future financing
requirements of the Group and the
availability of sufficient bank facilities to
meet the requirements. The directors are
of the opinion that the Group are able to
continue as a going concern and to meet
the obligations as and when they fall due
after taking into account a financial support
undertaking received from the management
shareholders.
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4 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(a)

Basis of preparation (Continued)

The consolidated financial statements have
been prepared under the historical cost

4

IE

(a)

11 1]
B R (|
RELE R ()

REMBRREREE
LERAERRE - AR

convention, except for certain financial FTEFEZETE/I
instruments which are measured at fair B BRAN e

values.

These financial statements have been HEMEREREERE

prepared in accordance with HKFRSs, which
includes all applicable individual Hong Kong
Financial Reporting Standards, HKAS and
Interpretations issued by the Hong Kong
Institute of Certified Public Accountants
("HKICPA"), accounting principles generally
accepted in Hong Kong and the
requirements of the Hong Kong Companies
Ordinance. These financial statements also
comply with the applicable disclosure
provisions of the Listing Rules of the GEM
of the Stock Exchange.

The preparation of financial statements in
conformity with HKFRSs requires the use
of certain critical accounting estimates. It
also requires management to exercise its
judgement in the process of applying the
Company's accounting policies. The areas
involving a higher degree of judgement or
complexity, or areas where assumptions and
estimates are significant to the consolidated
financial statements, as disclosed in Note
6.

The consolidated financial statements
include the financial statements of the
Company and all of its subsidiaries made
up to 31 March of each year together with
the Group's share of the results for the
year of its associates and jointly controlled
entities.
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4 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(o)

Subsidiaries

Subsidiaries are all entities over which the
Group has the power to govern the financial
generally
accompanying a shareholding of more than

and operating policies

one half of the voting rights. The existence
and effect of potential voting rights that are
currently exercisable or convertible are
considered when assessing whether the
Group controls another entity.

Intra-group balances and transactions, and
any unrealised profits arising from intra-
group transactions, are eliminated in full in
preparing the consolidated financial
statements. Unrealised losses resulting from
intra-group transactions are eliminated in
the same way as unrealised gains, unless
the transaction provides evidence of an
impairment of the asset transferred.

Minority interests at the balance sheet date,
being the portion of the net assets of
subsidiaries attributable to equity interests
that are not owned by the Company,
whether directly or indirectly through
subsidiaries, are presented in the
consolidated balance sheet separately from
liabilities and the Shareholders’ equity.
Minority interests in the results of the group
for the year are also separately presented
in the income statement.
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4 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

B R (|

(c) Subsidiaries (Continued) (c) MEBF (&)
Where losses attributable to the minority fis] 2 SR R E (L B 18 B
exceeds the minority interest in the net BRBAREEFEZ
assets of a subsidiary the excess, and any LEREER B
further losses attributable to the minority, 2 B KD BBk R E R
are charged against the group’s interest Z R E M E — BB
except to the extent that the minority has a TRASEB ZE=P N
binding obligation to, and is able to, make Br - s A BUIR R 7R A
good the losses. All subsequent profits of BEEHNRNZEEREE
the subsidiary are allocated to the group HmmEERIERNR -
until the minority’s share of losses ZMEARIBE A
previously absorbed by the group has been BANESETAER -
recovered. BEESLEABAAEEAE
REBLDERRENLZ
BREINRM AL -
In the Company's balance sheet, the MRARARIZEERBER
investments in subsidiaries and amounts N REEBRARIZIKRE
due from subsidiaries are stated at cost less K FE WS B A 7l 2 sk IE
any provision for impairment losses (see T3 ¥R B 2SR AE o] R (B /&
note 4(h)). The results of subsidiaries are BREERIEK (RHE
accounted for by the Company on the basis 4(h)) - AR AIZE WE
of dividends received and receivable. R EWE AR B 2 &£
MEBEARZEBEARK -
(d) Associates and jointly controlled (d) HEQXRARGERNA

entities

An associate is an entity over which the
Group has significant influence and that is
neither a subsidiary nor an interest in a
joint venture. Significant influence is the
power to participate in the financial and
operating policy decisions of the investee
but is not control or joint control over those
policies.

BERRREANEHEA
NEHBREBEBERTED
LER ZERBIIEM
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4 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(d)

Associates and jointly controlled
entities (Continued)

A joint venture is a contractual arrangement
whereby the Group and other parties
undertake an economic activity that is
subject to joint control, that is when the
strategic financial and operating policy
decisions relating to the activities require
the unanimous consent of the parties
sharing control.

An interest in an associate or a jointly
controlled entity is accounted for in the
consolidated financial statements under the
equity method and is initially recorded at
cost and adjusted thereafter for the post
acquisition change in the Group's share of
the associate’'s or the jointly controlled
entity’s net assets. The consolidated income
statement reflects the Group’s share of the
post-acquisition, post-tax results of the
associates and jointly controlled entities for
the year. When the Group’s share of losses
exceeds the carrying amount of the
associate or jointly controlled entity, the
carrying amount is reduced to nil and
recognition of further losses is discontinued
except to the extent that the Group has
incurred obligations in respect of the
associate or jointly controlled entity.

Unrealised profits and losses resulting from
transactions between the Group and its
associates and jointly controlled entities are
eliminated to the extent of the Group's
interest in the associate or jointly controlled
entity, except where unrealised losses
provide evidence of an impairment of the
asset transferred, in which case they are
recognised immediately in the income
statement.
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4 SIGNIFICANT ACCOUNTING POLICIES 4
(Continued)
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(d) Associates and jointly controlled (d BERXARGERXHA
entities (Continued) (%)
In the Company's balance sheet, its RARARIZEERBER
interests in associates and jointly controlled N HRBERAIRE
entities are stated at cost less provision for ERAZEREHREKAR
impairment losses (see note 4(h)). MR BEEE®E (R
4(h)) P& -
(e) Property, plant and equipment (e) WX -HBERRE
(i)  Valuation () 1EZE
Property, plant and equipment are mE - BE MR
stated in the balance sheets at cost (CDEE AN

less accumulated depreciation and
impairment losses (see note 4(h)).

Subsequent expenditure relating to a
property, plant and equipment that
has already been recognised is added
to the carrying amount of the asset

AT E R EE
1B (R M 4h))
RIAEERE
% o

BRILDE K
FR#&E(BAK
) sl Bz X
b SEB LR

when it is probable that future BEEERELEAM
economic benefits, in excess of the ZRIBAKFEZ X

originally assessed standard of
performance of the existing asset, will
flow to the Group. All other
subsequent expenditure is recognised
as an expense in the period in which
it is incurred.
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4 SIGNIFICANT ACCOUNTING POLICIES

(Continued)
(e) Property,

plant and equipment

(Continued)

(i)

(iii)

Depreciation

Building situated on leasehold land
are depreciated over the shorter of
the unexpired term of lease and their
estimated useful lives, being 50
years.

Depreciation is calculated to write off
the cost of other property, plant and
equipment over their estimated
useful lives on a straight-line basis
as follows:

Leasehold improvements 5 years
Furniture and fixtures 5 years
Equipment 5 years
Motor vehicle 4 years

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

Disposals

Gains or losses arising from the
retirement or disposal of a property,
plant and equipment are determined
as the difference between the
estimated net disposal proceeds and
the carrying amount of the asset and
are recognised in the income
statement on the date of retirement
or disposal.
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4 SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(f) Intangible assets

0

(i)

Valuation

Intangible assets that are acquired by
the Group are stated in the balance
sheets at cost less accumulated
amortisation and impairment losses
(see note 4(h)).

Subsequent expenditure on an
intangible asset after its purchase or
its completion is recognised as an
expense when it is incurred unless it
is probable that this expenditure will
enable the asset to generate future
economic benefits in excess of its
originally assessed standard of
performance and this expenditure can
be measured and attributed to the
asset reliably. If these conditions are
met, the subsequent expenditure is
added to the cost of the intangible
asset.

Amortisation

Amortisation of intangible assets is
charged to the income statement on
a straight-line basis over the assets’
estimated useful lives as follows:

Patents and trademarks 5 years

Computer software 5 years
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4 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(8)

Leased assets

Leases of assets under which the lessee
assumes substantially all the risks and
benefits of ownership are classified as
finance leases. Leases of assets under which
the lessor has not transferred all the risks
and benefits of ownership are classified as
operating leases.

Assets acquired under finance leases
Where the Group acquires the use of assets
under finance leases, the amounts
representing the fair value of the leased
asset, or, if lower, the present value of the
minimum lease payments, of such assets
are included in property, plant and
equipment and inventories and the
corresponding liabilities, net of finance
charges, are recorded as obligations under
finance leases. Depreciation is provided at
rates which write off the cost of the
property, plant and equipment in equal
annual amounts over the term of the
relevant lease or, where it is likely the Group
will obtain ownership of the asset, the life
of the asset as set out in note 4(e). Finance
charges implicit in the lease payments are
charged to the income statement over the
period of the leases so as to produce an
approximately constant periodic rate of
charge on the remaining balance of the
obligations for each accounting period.
Contingent rentals are written off as an
expense of the accounting period in which
they are incurred.
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4 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4

IE

B R (|

(g) Leased assets (Continued) (9) ®HEEE (&)
Operating lease charges HmEHEER
Where the Group has the use of assets NERNAEEBEBRKSE
under operating leases, payments made HEGRREEZBR
under the leases are charged to the income AIRBEEEED Z 3K
statement in equal instalments over the eeHEHMREZS
accounting periods covered by the lease STHAEA - AEBEAER
term. TR bR o
The cost of acquiring land held under an BABRBKEHERE
operating lease is amortised on a straight- 2 Tz A T35 1% 7 B
line basis over the period of the lease term. INE B EEH -

(h) Impairment of assets (hy ZBERE

Internal and external sources of information
are reviewed at each balance sheet date to
identify indications that the following items
may be impaired or an impairment loss

EENEELEAEY
ME RN RS - AT
ETHEEAEHBR
B RUERERZ R

previously recognised no longer exists or EERBEEAABEES
may have been decreased: AEEE A ¢

- interest in subsidiaries, associates and
jointly controlled entities;

- property, plant and equipment; and

- RHB2AA - B
2RAERE

EZ2HRE

= 1F

- nE EERR

R
- intangible assets. — M EEE o
= If any such indication exists, the asset's WEa FRERTS
= recoverable amount is estimated. An Attt EEEE Y AT
= impairment loss is recognised in the income 4 % o & % {F [ B 3
= statement whenever the carrying amount E A ECEEEBBE
@ of an asset exceeds its recoverable amount. AkE4sE HERAK
ABMEANHERREEB
8o
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4 SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(h) Impairment of assets (Continued)

0

(i)

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

Reversals of impairment losses

An impairment loss is reversed if
there has been a favourable change
in the estimates used to determine
the recoverable amount. A reversal
of impairment losses is limited to the
asset's carrying amount that would
have been determined had no
impairment loss been recognised in
prior years. Reversals of impairment
losses are credited to the income
statement in the year in which the
reversals are recognised.
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4 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

()

Inventories

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

Cost is calculated using the first-in, first-out

EEEE
B S BUR (@)

FH
TFEER AR ERF
EREDZREEZ A
BE o

ﬁk$1§ﬁz5‘ﬁ 5T R E

method and comprises all costs of purchase, BB E X
costs of conversion and other costs incurred ZlK CREREARBER
in bringing the inventories to their present BEXRZRIRAME MRR

location and condition.

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

When inventories are sold, the carrying
amount of those inventories is recognised
as an expense in the period in which the

Prm 2 A -

AERFEEATXRD
BIER 2B EERE
HISE AR 2 B AR % TR H &
BHHEMRBZKAE -

EHEEEHE  REH
52@@@ R A
Wz BEERA D

related revenue is recognised. The amount X o BEEMRER#
of any write-down of inventories to net REEBZHERFEEZ
realisable value and all losses of inventories T8 B 15 19 7 M SH S e
are recognised as an expense in the period BHRZHBHBERAEF
the write-down or loss occurs. The amount > o A AR FEEE M
of any reversal of any write-down of i 8 B 7 & MU < 8EE
inventories, arising from an increase in net R RNEEZ HE 5

realisable value, is recognised as a reduction
in the amount of inventories recognised as
an expense in the period in which the
reversal occurs.
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4 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

1)

(k)

U]

Account and other receivables

Account and other receivables are initially
recognised at fair value and thereafter
stated at amortised cost using the effective
interest method less impairment losses for
bad and doubtful debt.

Service contracts

The accounting policy for contract revenue
is set out in note 4(r).

Service contracts in progress at the balance
sheet date are recorded in the balance
sheet at the net amount of costs incurred
plus recognised profits less recognised
losses and progress billings, and are
presented in the balance sheet as the
"Amounts due from customers” (as an
asset) or "Amounts due to customers” (as
a liability). Progress billings not yet paid by
the customers are included in the balance
sheet under accounts receivable.

Cash and cash equivalents

Cash comprises cash on hand and at bank
and demand deposits with bank. Cash
equivalents are short-term, highly liquid
investments that are readily convertible to
known amounts of cash and which are
subject to an insignificant risk of changes
in value.

For the purpose of cash flow statement,
bank overdrafts which are repayable on
demand form an integral part of the
company's cash management are included
as a component of cash and cash
equivalents.
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4 SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(m) Employee benefits

(1)

(i)

Short term employee benefits and
contribution to defined contribution
retirement plans

Salaries, annual bonuses, paid annual
leave, leave passage, contributions to
defined contribution plans and the
cost to the Group of non-monetary
benefits are accrued in the year in
which the associated services are
rendered by employees of the Group.

Contributions to Mandatory Provident
Fund Scheme as required under the
Hong Kong Mandatory Provident Fund
Schemes Ordinance are recognised
as an expense in the income
statement as incurred.

Share-based payments

The fair value of share options
granted to employees is recognised
as an employee cost with a
corresponding increase in an
employee compensation reserve
within equity. The fair value is
measured at grant date using the
binomial option pricing model, taking
into account the terms and conditions
upon which the options were granted.
Where the employees have to meet
vesting conditions before becoming
unconditionally entitled to the share
options, the total estimated fair value
of the share options is spread over
the vesting period, taking into account
the probability that the options will
vest.
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NOTES TO THE FINANCIAL STATEMENTS
B B ® & KM &

4 SIGNIFICANT ACCOUNTING POLICIES 4 FTEGFBR @)
(Continued)
(m) BE®EH (&)

() UBHHEREZ

(m) Employee benefits (Continued)
(i) Share-based payments (Continued)

During the vesting period, the
number of share options that is
expected to vest is reviewed. Any
adjustment to the cumulative fair
value recognised in prior years is

X i (&)

REBHA &
SR EARHS R
B2 B K EH
B -ETRMHBEE
FEHER 2 RET

charged/ credited to the income NEEIEZHA
statement for the year of review, BEehardFE

unless the original employees
expenses qualify for recognition of an
asset, with a corresponding
adjustment to the employee
compensation reserve. On vesting
date, the amount recognised as an
expense is adjusted to reflect the
actual number of share options that
vest (with a corresponding
adjustment to the employee
compensation reserve) except where
forfeiture is only due to not achieving
vesting conditions that relate to the
market price of the Company's
shares. The equity amount is
recognised in the employee
compensation reserve until either the
option is exercised (when it is
transferred to the share premium
account) or the option expires (when
it is released directly to retained

profits).
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NOTES TO THE FINANCIAL STATEMENTS

B %

w®oxR KM

4 SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(n) Income tax

(0

@i

(iii)

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

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

Deferred tax assets and liabilities
arise from deductible and taxable
temporary differences respectively,
being the differences between the
carrying amounts of assets and
liabilities for financial reporting
purposes and their tax bases.
Deferred tax assets also arise from
unused tax losses and unused tax
credits.
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NOTES TO THE FINANCIAL STATEMENTS
B B ® & KM &

4 SIGNIFICANT ACCOUNTING POLICIES 4
(Continued)

(n) Income tax (Continued) (n)

FESEHBKR (&)

FrE#H (&)

(i)

(Continued)

Apart from certain limited exceptions,
all deferred tax liabilities, and all
deferred tax assets to the extent that
it is probable that future taxable
profits will be available against which
the asset can be utilised, are

(i)

(&)

BRETAERZA
SNIE RSN - BT B
ELHRIEAE R
BELEHRBEE (R
R Al BE &S A
M A % R IR

recognised. Future taxable profits that B ERMAE 2 R
may support the recognition of 2R FE SR B s A 159

deferred tax assets arising from
deductible temporary differences
include those that will arise from the

SRR o X R
A M AR R
EEMELEEL

reversal of existing taxable temporary MIBEEZARK
differences, provided those FE R B Al B 1

differences relate to the same
taxation authority and the same
taxable entity, and are expected to
reverse either in the same period as
the expected reversal of the
deductible temporary difference or in
periods into which a tax loss arising
from the deferred tax asset can be
carried back or forward. The same
criteria are adopted when
determining whether existing taxable
temporary differences support the
recognition of deferred tax assets
arising from unused tax losses and
credits, that is, those differences are

taken into account if they relate to ZERME K E =
the same taxation authority and the ERBRUXH =
same taxable entity, and are expected TR B oK AR -
to reverse in a period, or periods, in BERRBAZ o
which the tax loss or credit can be MR OR AT E &£
utilised. ZELEHRIEERE
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NOTES TO THE FINANCIAL STATEMENTS

B %

w®oxR KM

4 SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(n) Income tax (Continued)

(iih)

(Continued)

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

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

Additional income taxes that arise
from the distribution of dividends are
recognised when the liability to pay
the related dividends is recognised.
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NOTES TO THE FINANCIAL STATEMENTS

w ® X K A

4 SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(n) Income tax (Continued)

(iv)

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

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

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

B % | XK M &

4 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(n) Income tax (Continued)

(iv)  (Continued)
- the same taxable entity; or

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

(o) 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.

(p) Provisions and contingent liabilities

HO3L1-0ONNI

Provisions are recognised for liabilities of
uncertain timing or amount when the
Company or Group has a legal or
constructive obligation arising as a result of
a past event, it is probable that an outflow

T
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—
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w

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

Q3LIWIT

the present value of the expenditures
expected to settle the obligation.
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4 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(p)

(q)

Provisions and contingent liabilities
(Continued)

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

Convertible notes

Convertible notes that can be converted to
share capital at the option of the holder,
where the number of shares issued does
not vary with changes in their fair value,
are accounted for as compound financial
instruments. At initial recognition the liability
components of the convertible notes is
calculated at the present value of the future
interest and principal payments, discounted
at the market rate of interest applicable at
the time of initial recognition to similar
liabilities that do not have a conversion
option. An excess of proceeds over the
amount initially recognised as the liability
component is recognised as the equity
component. Transaction costs that relate to
the issue of a compound financial
instrument are allocated to the liability and
equity components in proportion to the
relative carrying amounts at the date of
issue.
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4 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4

IE

B R (|

(qQ) Convertible notes (Continued) (q) FIEEZER (F)
The liability component is subsequently BEH D B REHKAN
carried at amortised cost. The interest AR - REBE D ER
expense recognised in income statement HEBEERZME X
on the liability component is calculated HREBRNEEAE -
using the effective interest method. The PR A FB 9 7R AT AR R AR
equity component is recognised in the FHEPER BEIZRE
convertible notes reserve until either the BEE®RNEL -
note is converted or redeemed.
If the note is converted, the convertible WMEEEER - R
notes reserve, together with the carrying B AIRRERGE R
value of the liability component at the time ZBEH 2E@ER
of conversion, is transferred to share capital HARARRBRA G EE
and share premium as consideration for REBTRH ZKE -
shares issued. If the note is redeemed, the MEREER - AJHREK
convertible notes reserve is released directly EEFEBEREEREER
to retained profits. B a A o

(r) Revenue recognition (r) WANFER

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

(i)  Residential intranet and software
application design services
Revenue arising from the provision
of residential intranet and software
application design services is
recognised when the underlying
services are rendered, which is
estimated by apportionment over the
expected
engagement, and the outcome of the
contract can be estimated with

duration of each

reasonable certainty.
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4 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(n

(s)

Revenue recognition (Continued)

(i) Sale of goods

Revenue is recognised when goods
are delivered at the customers’
premises which is taken to be the
point in time when the customer has
accepted the goods and the related
risks and rewards of ownership.
Revenue excludes value added tax or
other sales taxes and is after
deduction of any trade discounts.

(iii)  Interest income
Interest income from bank deposits
is recognised on a time-proportion
basis using the effective interest
method.

Research and development costs

Research and development costs comprise
all costs that are directly attributable to
research and development activities or that
can be allocated on a reasonable basis to
such activities. Research costs are
recognised as an expense in the period in
which they are incurred. Development costs
are recognised as an expense in the period
in which they are incurred unless their
recovery from closely related revenue or
cost savings is probable. Such development
costs are deferred and written off over the
life of the relevant projects from the date
of commencement of commercial
operations subject to a maximum of five
years.
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NOTES TO THE FINANCIAL STATEMENTS
B B ® & KM &
EEEN

4 SIGNIFICANT ACCOUNTING POLICIES 4 FEGFBR @)
(Continued)

(t) Borrowing costs (t)y EEHEAE
Borrowing costs are expensed in the income EEKARNES 2 HME
statement in the period in which they are REZRERARMAX -
incurred, except to the extent that they are M e & KA R
capitalised as being directly attributable to B REXEEEEER
the acquisition, construction or production BEE@AMmTLAZE R
of an asset which necessarily takes a BEFEZHERERT
substantial period of time to get ready for ARAREBE T
its intended use or sale. T ATEREBERERE
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4 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(u)

Translation of foreign currencies

Foreign currency transactions during the
year are translated into Hong Kong dollars
at the exchange rates ruling at the
transaction dates. Monetary assets and
liabilities denominated in foreign currencies
are translated into Hong Kong dollars at
the exchange rates ruling at the balance
sheet date. Non-monetary assets and
liabilities that are measured in terms of
historical cost in a foreign currency are
translated using the foreign exchange rates
ruling at the transaction dates. Non-
monetary assets and liabilities denominated
in foreign currencies that are stated at fair
value are translated using the foreign
exchange rates ruling at the dates the fair
value was determined.

Exchange gains and losses are dealt with in
the income statement.

The results of subsidiaries outside Hong
Kong are translated into Hong Kong dollars
at the average exchange rates for the year;
balance sheet items are translated into
Hong Kong dollars at the rates of exchange
ruling at the balance sheet date. The
resulting exchange differences are dealt with
as a movement in reserves.
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NOTES TO THE FINANCIAL STATEMENTS

B %

w®oxR KM

4 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

)

Related parties

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

5 FINANCIAL RISK MANAGEMENT
The Group's activities expose it to a variety of
financial risks, including credit risk, liquidity risk
and cash flow interest rates risk. The Group's

overall risk management programme seek to

minimise potential adverse effects on the Group's
financial performance and are set out below.
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5 FINANCIAL RISK MANAGEMENT
(Continued)

(a)

(b)

(o)

(d)

Credit risk

The Group has no significant concentrations
of credit risk. It has policies in place to
ensure that sales of products are made and
services are provided to customers with an
appropriate credit history. Derivative counter
parties and cash transactions are limited to
high-credit-quality financial institutions. The
Group has policies that limit the amount of
credit exposure to any financial institution.

Liquidity risk

The Group incurred a loss in the current
year and was financed by significant bank
and other borrowings, obligations under
finance leases and convertible notes. The
Group's operations are exposed to liquidity
risk. Management monitors closely the
liquidity position of the Group so as to meet
all the financial obligations as and when
they fall due. Management will consider to
raise fund by ways of issuing debt and
equity instruments of the Group.

Foreign currency risk

The Group does not have a significant
foreign currency risk exposure arising from
its sales and purchases transactions as these
transactions are mainly carried out in Hong
Kong dollars.

Cash flow interest rate risk

The Group is exposed to cash flow interest
rate risk on variable-rate bank borrowings.
Management monitors the related cash flow
interest rate risk exposure closely and will
consider hedging significant cash flow
interest rate risk exposure should the need
arise.
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NOTES TO THE FINANCIAL STATEMENTS
B B ® & KM &

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
a material adjustment to the carrying amounts of
assets and liabilities within the next financial year
are discussed below.

(i) Allowances for receivables

Significant judgement is exercised in the
assessment of the collectibility of accounts
receivable from each customer. In making
its judgement, management considers a
wide range of factors such as results of
follow-up procedures performed by sales
personnel, customers’ payment trend
including subsequent payments and
customers’ financial position.

(ii) Valuation of share options

Note 32 contains information about the
estimates and assumptions relating to the
fair value of share options granted.
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w ® X K A

TURNOVER

Turnover represents the amounts received and
receivable for the provision of residential intranet,
e-property management software application
consulting services and sales of home-automation
and other products.

The Group's turnover and operating profit are
derived from the design of residential intranet,
provision of e-property management software
application consulting services and trading of
home-automation and other products in Hong
Kong. Accordingly, the directors consider the
analyses by business and geographical segments
are not required.

OTHER REVENUE
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ETWEREEREBRH AR
BREEXREBBREME
an BT 4B B WBR 2 FROR

AEBzAEERBANEE R
MNABMBREBZEF ABHE
Rt ETVEREEERBEN
HHREMEEREB SR
HithEm - Bt - EFRA
BEREBRIGEDBIEL D
i e

H i g A
2006 2005
“RBAE | —FTERF
HK$'000 HK$'000

FT#ET FHET

Interest income A B A 821 343
Sundry income FMERA 287 73
1,108 416
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ANNUAL REPORT 05/06 F#R

NOTES TO THE FINANCIAL STATEMENTS
B B ® & KM &

9 (LOSS)/PROFIT FROM ORDINARY 9 RBRHFESHIELLHE (5

ACTIVITIES BEFORE INCOME TAX 1#8) /it 7
(Loss)/profit from ordinary activities before income BRETISTLATIE R 15 (B58)
tax is arrived at after charging: i e | ==
2006 2005
—_EERE | ZTTRF
HK$'000 HK$'000
FERT FHET
(restated)
(E231)
(a)  Finance costs: HMEER -
Interest on bank loans and ARAFABH
overdrafts wholly repayable BEZRITENX
within five years Ko ST B 3,897 2,483
Interest on convertible notes AR R IR A B
(note 30) (FF5E30) 1,546 1,097
Finance charges on obligations Bt & fl & & &
under finance leases Z W< 316 661
5,759 4,241
(b)  Staff costs: BTHAX :
Contributions to defined T RR ARG 8 K
contribution plan 246 113
Long service payment £ B AR 7% 15 3K 150 -
Share-based payments AR 2 2 2,460 -
Salaries, wages and e FMR
other benefits H b 18 7,311 6,183
- 10,167 6,296
5 Average number of employees  FiJ{E B A& 14 15
o (c)  Other items: HAMmEEL -
Cost of inventories sold BEEFENKAK 58,120 45,902
- Amortisation of intangible B EE#E
= assets 8,428 6,062
S Release of prepaid EANEERERD
= lease payments 2 -
o Auditors’ remuneration =% B RD B 404 240
Depreciation e 1,776 1,327
— Operating lease charges in KEHERX -
= respect of
= — office premises —-WREYE 576 EEE
™ Allowances for inventories FE#EE 1,201 2,397
= Intangible assets written off B EREE 5,047 -
Property, plant and equipment ERMEZWE - BE
written off K& 476 17
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INCOME TAX 10 Ei#B#H
2006 2005
ZEERE —ZTTHF
HK$'000 HK$'000
FEXT FHET
(restated)
(&%)
(a)  Taxation in the consolidated HEBmikZ
income statement represents: HIETE -
Current tax AEBIR
Tax for the year REZERIA
— Hong Kong profits tax —BEMEH 504 953
Under/(over)-provision AR FEELRS
in respect of prior years (Z8R) B H 67 (268)
571 685
Deferred tax i 3T % IR
Origination and reversal of TRERZITE
temporary differences K % (3] 165 822
736 1,507

Hong Kong profits tax has been provided at the
rate of 17.50% (2005: 17.5%) on the estimated

assessable profits for the year.

EBNNEHERAFEE 2 M
JERR T i A AR E 17.50 (=

ZERE : 17.50) B
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NOTES TO THE FINANCIAL STATEMENTS
B B ® & KM &

10 INCOME TAX (Continued) 10 Fhi&#% (&)

(b) Reconciliation between tax expense and (b) BIEF X % E AW E
accounting (loss)/profit at applicable tax FrEZEEH (EE) &
rates: Fllfd 2 #AE &K

2006 2005
—EERE | _TTHF
HK$'000 HK$'000
FE&T FHET
(restated)
(E231)
(Loss)/profit before income tax BEBAT (B8) /& F (4,972) 7,168
Notional tax on (loss)/profit before REEBERMER
income tax, calculated MEGE K
at applicable tax rates in the FriEian (B8) /
respective countries WAz BERAE (778) 1,254

Tax effect of non-deductible expenses FAHMBZHHEFE 471 224

Tax effect of non-taxable revenue ERABMBAZHBEE (43) (17)

Tax effect of unused tax losses AERZADRARBER

not recognised 2 1,019 160

Under-provision of deferred tax NATEE DR BT

in prior years RIEE G - 154
Under/(over)-provision of profits tax WA EE LR/ (%1R) 2
in prior years FiEH AR 67 (268)

Actual tax expense ERBERX 736 1,507

The weighted average applicable tax rate was MEFHERBMRER15.6%

15.6% (2005 17.5%). —ETHRF : 17.5%) o
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NOTES TO THE FINANCIAL STATEMENTS
B B ® & KM &
HEEEN

11 DIRECTORS' AND SENIOR 11 EEREHESEZHE
MANAGEMENT'S REMUNERATION
Directors’ remuneration EEME
Directors’ remuneration disclosed pursuant to BEEE QRGO E161FEH
section 161 of the Hong Kong Companies BEvEEHMam T :
Ordinance is as follows:
2006 2005
—EFERE | _TZTRF
HK$'000 HK$'000
T#ET FHET
Fees ke 318 317
Basic salaries, allowances and HEAFHS =8
other benefits K H At 78 A 3,615 3,600
Discretionary bonuses B 15 TE AL 104 -
Share-based payments AR RER 2 X H 996 -
Retirement benefits scheme iR R A8 FI 5T 2 3
contribution 48 48
5,081 3,965
Number of directors EEAH 8 7
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ANNUAL REPORT 05/06 F#R

NOTES TO THE FINANCIAL STATEMENTS
B B ® & KM &

HEEEN
11 DIRECTORS" AND SENIOR 11 EEREESEZME
MANAGEMENT'S REMUNERATION (%8)
(Continued)
Directors’ remuneration (Continued) EExME (&)
The remuneration of directors for the year ended HE_ZTERF=A=+—H
31 March 2006 is set out below: IEEEZEEMEeHINNT :
Retirement
benefits
Discretionary  Share-based scheme
Fees Salary  bonuses  payments contribution Total

WBRE  BKEH
g Fe  BBRA ERIxM  REEX B

Name of director EEiE HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
Executive directors g%
Ms. Wong Yuen Yee EMRAL - 960 - 249 12 1221
Mr. Wong Kwok Sing LSk - 966 53 249 12 1,280
Mr. Wong Yao Wing, Robert ERREE - 960 - 249 12 1,221
Mr. Lam Shiu San mh&xE - 729 51 249 12 1,041
Independent non-executive directors B EH17ES
Ms. Wu Wai Yee, Annis () HEBLL() 133 - - - - 133
Mr. Wong Tak Leung, Charles TERREL 120 - - - - 120
Ms. Ho Chui Yin, Liwina EELT 60 - - - - 60
Mr. Lai Ying Sum (b) BERLE(D) 5 - - - - 5
The remuneration of directors for the year ended HE-—_EER&E=A=+—8
31 March 2005 is set out below: LEEZEEMLEBIMT
Retirement
benefits
Discretionary Share-based  scheme
Fees Salary  bonuses  payments contribution Total

WRRE  BKEH
g ¢ BRRA Edoxd  REER CEl

Name of director £33 HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
Executive directors g%
Ms. Wong Yuen Yee EfiRLt - 960 - - 12 972
Mr. Wong Kwok Sing BHBLE - 960 - - 12 972
Mr. Wong Yao Wing, Robert ERRAE = 960 - - 12 972
M. Lam Shiu San Y S - 720 - - 12 732
T
= Independent non-executive directors B #1783
S Ms. Wu Wai Yee, Annis HEY- ' 150 - - = - 150
- Mr. Wong Tak Leung, Charles TER%E 137 - - - - 137
o Ms. Ho Chui Yin, Liwina ARERT 30 - - = - 30
Note: [T
(a)  Resigned on 20 February 2006 (@) EENE-_A=-+H

—
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»
B
(b)  Appointed on 3 March 2006 (b) »
%
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NOTES TO THE FINANCIAL STATEMENTS
B B ® & KM &
HEEEN

11 DIRECTORS" AND SENIOR 11 EEREESEZME
MANAGEMENT'S REMUNERATION (&)
(Continued)
Five highest paid individuals IEREHAL
The aggregate of the emoluments in respect of TR FALT (BEES) 2
the five highest paid individuals (including Ble@EmaT
directors) is as follows:
2006 2005
ZEEARE | —TELF
HK$°000 HK$'000
FERT FHET
Basic salaries, allowances and EX%Fe - 2BHR
other benefits H 12 A 3,903 3,920
Discretionary bonuses )15 18 41 104 -
Share-based payments ARR 2 S 2 X 1,245 -
Retirement benefits scheme R KR R A 3 R
contribution 60 60
5,312 3,980
During the year, no emoluments were paid by KEERN  AEEHRERLTA
the Group to the five highest paid individuals as BEeRFALTINEMMESER
an inducement to join or upon joining the Group BEMAREBR SN MARE
or as compensation for loss of office. No directors B R BERE - B
have waived or agreed to waive any emoluments EERNAEREARERREN
during the year. ZREEMBE -
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NOTES TO THE FINANCIAL STATEMENTS
B B ® & KM &
EEEN

11 DIRECTORS" AND SENIOR 11 EEREESEZME
MANAGEMENT'S REMUNERATION (&)
(Continued)
Five highest paid individuals (Continued) LIEREHALT (8)
The five individuals whose emoluments were the REE AEEBREZSHA
highest in the Group for the year include four TEENE(ZZETRF - 1
(2005: four) directors whose emoluments are HES EMeERLEXZE
reflected in the analysis presented above. The FIZ MR - £R - BN
emoluments payable to the remaining one (2005: HHp—R(ZZZRF : —4A)
one) individual during the year is as follows: ATzBE&mT :
2006 2005
ZEERE | —_FTTAREFE
HK$'000 HK$'000
F#ERT FHET
Basic salaries, allowances and EX#FH<E - 2
other benefits Ko H A 8 A 288 295
Retirement benefits scheme RRAE A 5 8 5K
contribution 12 12
Share-based payments AR 22 2 B 249 =
Discretionary bonuses 15 TE 4T - 25
549 332
The emoluments fell within the following band: e FT3EE :
= Number of individual
= AR
= 2006 2005
- ZEEAE | ZZTTAHEF
= Emolument band B & &5 &
HK$Nil — HK$1,000,000 Z — 1,000,000 7T 1 1
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12 (LOSS)/PROFIT ATTRIBUTABLE TO
EQUITY HOLDERS

The consolidated (loss)/profit attributable to equity
holders includes a loss of HK$6,451,000 (2005
(restated): profit of HK$11,000) which has been
dealt with in the financial statements of the

13

Company.

(LOSS)/EARNINGS PER SHARE

(a)

(b)

Basic (loss)/earnings per share

The calculation of basic (loss)/earnings per
share for the year ended 31 March 2006 is
based on the loss attributable to equity
holders of HK$5,708,000 (2005 (restated):
profit of HK$5,661,000) and on the
weighted average of 294,159,110 (2005
(restated): 254,141,667) ordinary shares in
issue during the year.

Diluted (loss)/earnings per share

No diluted (loss)/earnings per share had
been presented in 2006 and 2005 as the
exercise price of the Company's share
options was higher than the average market
price of the Company’s shares during the
year and the convertible notes are anti-
dilutive.

12

13

BRESEANEWL BR) 7

im #

MiEEE ARELGS (BB),/
i F B HE E5 38 6,451,000 I

—ZEZAF (F3])

3k I

11,0008 7T) ER ARG ZE
BRREE -

S8k (BR) AF

(a)

FREX(BER) AR
HE-ZTZZFEF=-H=
+—BLEFEZERE
K (&EB) /BF TR’
EREEANEWNEIB
5,708,000 T (=T Z
AFE(ES) & F
5,661,000 L) K F K
BBITEmAR 2 NiEF
¥ I% #294,159,1100%
(ZZZRF(FH) :
254,141,6678%) 1% -

SREB (R BT
A D 8 IR 2 7T 1 1B
b AR 2 F R 2 F
7 (8 5 7 % A 2 R £
5 A E B R #E(F
B EKEESI =
TAFR-FTTRFZ
R%EER) /R
7 o
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NOTES TO THE FINANCIAL STATEMENTS

B % | XK M &

14 PROPERTY, PLANT AND EQUIPMENT 14 PE -KBERER
Leasehold Furniture Motor
Buildings improvement and fixtures  Equipment Vehicle Total
il BHE
B  WERE kB EL RE i
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Tir TiEr TiEr Tin TER TER
Cost: A
At 1 April 2004 R-ZEME
mA-H - 353 278 5,257 - 5,388
Additions RE - - 250 1,994 - 2,244
Write-offs ¢ - - - (134) - (134)
At 31 March 2005 R_ZZLE
=A=1-A - 353 528 77 - 7998
Additions RE 420 1424 161 4,109 20 6,134
Write-offs i - - - (1,387) - (1,387)
At 31 March 2006 RZZERE
ZB=t-8 420 1777 689 9,839 20 12,745
Accumulated depreciation Z 717 E R
and impairments: HIE:
At 1 April 2004 R-FEMF
mA-H - 191 142 963 - 1,296
Charge for the year ERZ i - 162 97 1,068 - 1327
- Witten back on wiite-offs  HMEEEE - - - (17) - (117)
CZ) At 31 March 2005 R-ZTLF
D ZB=t-8 - 353 239 1,914 - 2,506
= Charge for the year AEEXA 2 166 125 1478 5 1,776
- Witten back on write-offs ~ HMEFKEE - - - (911) - (911)
= At 31 March 2006 RZETRF
— =A=1-A 2 519 364 2481 5 3371
o [ s S o AU A S
o Net book value: REZE
— At 31 March 2006 R_ZERE
= =A=t-A 418 1258 325 7358 15 9,374
o At 31 Merch 2005 R-Z2ERE
ZB=t-H - - 289 5,203 - 5,492
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PROPERTY, PLANT AND EQUIPMENT
(Continued)

The Group leases equipment under finance lease
expiring within one year. At the end of the lease
term, the Group has the option to purchase the
property, plant and equipment at a price deemed
to be a bargain purchase option. None of the
leases includes contingent rentals.

The Group’s buildings are located in Hong Kong
under long term lease and the Group has pledged
buildings having a carrying value of approximately
HK$418,000 (2005: HK$Nil) to secure banking
facilities granted to the Group.

PREPAID LEASE PAYMENTS

The Group's prepaid lease payments represent
prepaid lease payments on leasehold land and
their net carrying value are analysed as follows:

14

12

ME > BEBERGKE @

AEBREREHERAR
B ARN—FREHY - RXEE
g AEENEEUAR
RBEBZBEEREZSE
X BEL®&E HEMES
REAEE -

AEEBZBFHURES R
BEROHERE AKECDHK
FREEX418,0008 T (ZEF
AF TR ZBFHELAR
SEERRITEEZER -

BMHEAENE
AEEMZBENEERBERS
Tz EAAERE - MEE
HEAFTOT :

The Group
AEH
2006 2005
ZEENE | ZTTRF
HK$'000 HK$'000
FET FET
Cost: BN
At 1 April REA—H - -
Additions NE 5,770 -
At 31 March R=A=+—8H 5,770 -
Release: g&mE
At 1 April R A—HB - -
Release for the year REFEMD 2 -
At 31 March WR=A=+—8H 2 -
Net carrying value: BRTE FE
At 31 March R=A=+—H 5,768 -

The Group has pledged the prepaid lease
payments on leasehold land with carrying amount
of approximately HK$5,768,000 (2005: HK$Nil)
to secure banking facilities granted to the Group.

AEELEH K@ AELD
5,768,000 L (ZZEZFTRH F :
THT)2HELHEMEE
HREBEEARAEBERRITEE
Z A o
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B B ® & KM &

16 INTANGIBLE ASSETS 16 EIEEE
The Group
K&
Patents and Computer
trademarks software Total
HA R HEE EREG it
HK$'000 HK$'000 HK$'000
FET FET FHET
Cost: B
At 1 April 2004 R-ZTZTMERNA—H - 24,245 24,245
Additions NE 4,300 9,660 13,960
At 31 March 2005 R-_ZEERF=F=+—H 4,300 33,905 38,205
Additions NE - 13,230 13,230
Written-offs T 58 - (16,002) (16,002)
At 31 March 2006 R-ZEERF=F=+—H 4,300 31,133 35,433
Accumulated ZEHIE -
amortisation:
At 1 April 2004 R-ZTEZTMFEMA—H - 6,138 6,138
Charge for the year FRXH 119 5,943 6,062
At 31 March 2005 R-ZEERF=F=1+—H 119 12,081 12,200
_ Charge for the year HRIH 287 8,141 8,428
= Written back on 1 85 B B [
= write-offs - (10,955) (10,955)
- At 31 March 2006 RZZETRF=ZA=1+—H 406 9,267 9,673
T
" Net book value: BREFME
(@)
; At 31 March 2006 RZEBEERFE=ZA=+—H 3,894 21,866 25,760
=
o At 31 March 2005 RZ-ZFFAF=A=+—H 4,181 21,824 26,005
— Amortisation of HK$8,428,000 (2005: 8,428,000 T (ZEZTHF :
= HK$6,062,000) is included in the cost of goods 6,062,000/ 7T) 2 #HE 5T A
= sold in the consolidated income statement. reBaRkZBEE@MAA
m W ©
(W)
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17 INTEREST IN SUBSIDIARIES

17 KRMBrRAZER

The Company

b /N
2006 2005
—EFERE | —_ZTZTRF
HK$'000 HK$'000
FHET FAET
Unlisted shares, at cost JEEMRRD @ A 5,925 5,925

The following list contains the particulars of
subsidiaries which affected the results, assets or
liabilities of the Group. The class of shares held
is ordinary unless otherwise stated.

Percentage of equity

TRERUAEEZXE &
EXREAMZEZHNERR
B - BEREBEEH - DA
PRl in B85 R E @A -

RN

Particulars of Principal
Group's Held by issued/ activity and
Name of Place of effective the Held by registered place of
company incorporation holding  Company subsidiary capital operations
7:3-1. 2 HARA HHELR B#f/ TEXHR
NAER AMALEYE EERRE HE tE ERRE Beiny
Cyberliving British Virgin 100% 100% - 14,000 shares Investment holding
Holdings Islands of US$1 each in Hong Kong
Limited ("BVI) and BV
AREBEER LERRER 14,000/ RE2R - B
ERAR 8REE REERTES

A ¥
Cyberliving Hong Kong 100% - 100% 4 shares of Leasing of office
(Hong Kong) HK$1 each premises in
Co Limited Hong Kong
BRYE (FE) Bk HREREE RERLENE
BRAA BT RH B
Cyberinfo Hong Kong 100% - 100% 6 shares of Provision of
Management HK$1 each management and
Limited R EREE maintenance
RREBER i BT R of network
ERAR services
REEBERK
Ying Wai Trading Limited BV 100% = 100% 1 share of Investment holding
£E USS1 each in Hong Kong
RAES IRERER RERK
E3rd 3 Bk
Leading Pro Trading Limited BV 100% - 100% 1 share of Investment holding
£8 US$1 each in Hong Kong
RRES IRERAE REZR
E3vd 3 Bk
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B B ® & KM &
EEEN

17 INTEREST IN SUBSIDIARIES (Continued) 17 HHMBRE ZH#EE @

Percentage of equity

RERN

Particulars of Principal
Group's Held by issued/ activity and
Name of Place of effective the Held by registered place of
company incorporation holding  Company subsidiary capital operations
.34 ¥4 HALE HEEAR B/ TEXHR
NEEB AMBILE  REERE BE A ERRA BEud
Cyberworks Hong Kong 100% = 100% 4 shares of Provision of
Technology N HK$1 each systems design
Limited dAREREE and integration
BREGHSE rd 3 services
ARAR REZRRT R
Bak#%
Cyberweb Hong Kong 100% - 100% 4 shares of Provision of
Services & HK$1 each e-commerce
Limited ARBREE services
RRMERE 18712 BRin RUBSFHE
ARAT k%
New Canqueror BVI 100% - 100% 1 share of Investment holding
Holdings RERNES US$1 each in the People's
Limited RS RER Republic
127 2R of China
(the "PRC")
REAR h#
ARETE
(T E])
EERABRE The PRC 100% - 100%  RMB7,500,000 Dissolved
(RIN) hE AR% ERH

NG 7,500,0007c



17 INTEREST IN SUBSIDIARIES (Continued)
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B % ® K M

17 KRB ABRZHEZR (&)

Percentage of equity

REBDI
Particulars of Principal
Group's Held by issued/ activity and
Name of Place of effective the Held by registered place of
company incorporation holding  Company subsidiary capital operations
.34V YN HKELR B&f/ IZXBR
NAER AMHLEE BRHEEE A 2] BRRE BEE
[E &5 8 24 The PRC 100% - 100%  HK$1,000,000 Development,
() t 1,000,000/ 7T production
AR and sales of
intelligent
automation and
control systems
in the PRC
FE £ERHE
BREDIR
BHZS
Digi Hospital Hong Kong 55% = 55% 100 shares of Trading of SAP
Limited Bk HK$1 each software in
100RERARE the PRC
1872 R EESAPH{f -
G
e Wholly owned foreign enterprises established in e REBKLZ2E2NE DR

the PRC not audited by PCP CPA Limited.

X YHFBEREKES
B =75 P A R A A& &
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B B ® & KM &

18 INTEREST IN ASSOCIATES 18 REBEARZHEZR
The Group The Company
x& N
2006 2005 2006 2005
—EEAE | ZZTHE | ZFFAE | -EZhfE
HK$'000 HK$'000 HK$'000 HK$'000
T#ERT TET TER TAET
Unlisted shares, at cost FLETRG  BAE - - 978 978
Share of net assets of BUEBENAEE
associates: FE
Balance as at 1 April WIMA—H 2z &% 5,823 6,095 - -
Share of profits less losses B {58t & 12 7] )& F
of associates RER
— Share of losses before tax — B {EBRFATE R (609) (272) - -
— Share of tax expenses - BETERY 23 - - -
Balance as at 31 March R=ZA=Z+—B2Z&% 5,237 5,823 978 978
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NOTES TO THE FINANCIAL STATEMENTS
B B ® & KM &

18 INTEREST IN ASSOCIATES (Continued) 18 MEERNAZ#E @

The particulars of the Company's principal RARBIZEFEBERR(BAR
associates, all of which are unlisted and limited JEEMERRAR) 2F1EET
liability companies, are set out as follows: mE

Details of the Group's interest in associates are REERBERRZERFE

as follows: E I N
Percentage of equity
REEML
Particulars of Principal
Group’s Held by issued/ activity and
Name of Place of effective the Held by registered place of
company incorporation holding Company subsidiary capital operations
31 ] HALA HEEAR B&fr/ TEXHR
RS ARRILE ERHRE HE KA BiRA Beind
Crace Pond Hong Kong 49% - 49% 1,000 shares Provision of
Limited* BE of HK$1 each software
1,000% 5 & application
HEET consultancy
i services
REAHER
BRI
General Win Hong Kong 49% = 49% 1,000 shares Provision of
Limited* BE of HK$1 each software
1,000 B & application
HE1ET consultancy
ke services
REAHER =
BRI =
(@)
Pro-Innovative BVI 49% 49% - 1,000 shares [nvestment 4
Holdings ZBRUHES of US$1 each holding in -
Limited* 1,000 B R Hong Kong =
BT REBR EE
2BH >
* Companies not audited by PCP CPA Limited © ZELBWIFBEREK Z
EMEBHAERAAE o
% =
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NOTES TO THE FINANCIAL STATEMENTS
B B ® & KM &

L1 1|
18 INTEREST IN ASSOCIATES (Continued) 18 MEtE AR ZER @)
Summary financial information on associates HAEF 2 BnBHHER
related to the Group's interests: ABEENEE -
The Group
AER
2006 2005
“EERE| —FZTLF
HK$'000 HK$'000
FERT FET
Assets BE 11,409 12,545
Liabilities B8E 722 660
Revenues WA 1,550 1,634
Loss after tax Br 1% B 1B (1,196) (555)
19 INTEREST IN JOINTLY CONTROLLED 19 REERAZER
ENTITIES
The Group
AEHE
2006 2005
ZEERE | _TTHF
HK$'000 HK$'000
FERT FET
Share of net assets of jointly = R R /N
controlled entities BEFH - 78
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NOTES TO THE FINANCIAL STATEMENTS
B B ® & KM &
HEEEN

19 INTEREST IN JOINTLY CONTROLLED 19 REEQNRAZEZE @)
ENTITIES (Continued)
Details of the Group's interest in jointly controlled REBREERRIZERFIE
entities are as follows: HHWT

Percentage of equity

RERN
Particulars of Principal
Group's Held by issued/ activity and
Name of Place of effective the Held by registered place of
Company incorporation holding Company subsidiary capital operations
31 ] HEL HEELA B#f7/ TERHR
NEIER ARAIEE EEERE HE EE ] EikE BEE
Molecular BV 50% - 50% 2 shares of  Investment holding
Diagnosis ZERUES US$1 each in Hong Kong
Limited* MrEREE  RERK FR
1% RiA
Parentech China Hong Kong 50% - 50% 2 shares of  Distribution of the
Limited B HK$1 each Nature's Cradle
TERE (BH)ARAA QREREE Products in
1Bz kfH the PRC
7 #Nature's
CradleE & F &
& Company not audited by PCP CPA Limited % ZARWFHERERS
SRV EBAAER D RER
Summary financial information on jointly BHARNEF IBEZEHZEER _
controlled entities related to the Group's interests: Al EEREE z
(@)
2006 2005 ;
—EERE  —_TTRF
HK$°000 HK$'000 =
o
F#xT FET —
()
Current liabilities nBeE 91 89 =
Expenses 3 (2) (89)
Loss for the year KEEEE (2) (89) =
S
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20 INVENTORIES 20 &
The Group
& E

2006 2005
ZEENE | —TETEF
HK$'000 HK$'000
F#xT FET
Finished goods LU AK ah 6,624 11,316
Work in progress = B i 139 -
Raw materials [ A 96 =
Spares and consumables B & &E & 2,059 2,800
8,918 14,116

The Group leases inventories under finance lease
expiring within one year. At the end of the lease
term, the Group has the option to purchase the
inventories at a price deemed to be a bargain
purchase option. None of the leases includes
contingent rentals. Sales of the inventories under
finance lease are subject to prior consent of the
lessors.

Included in finished goods are inventories at cost
of HK$5,098,000 (2005: HK$2,397,000), stated
net of provision, in order to state these inventories
at the lower of their cost and estimated net
realisable value. As at 31 March 2006, there were
inventories at cost of HK$3,902,400 (2005:
HK$6,779,000) held under finance leases.

AEBEREREENEER
5oHEOAH—F - HOEM
B ASBEREZREE ST
EREEERECERBEZS
FE ZFHROBCBHEIA
He BMEHEEEFEES
ETRGRERTEZLRE -

B W B REKAKEE
5,098,000 T (ZETHF :
2,397,000%70) - Mk EEE
R ZTFE  UWERZEFEZ
PRAERGFAIZRFE K
EEIER -RZZTZTF=A
=+—H BMEEEREZT
E4EE902,4008 T (ZF
THF 6,779,000 7T) °
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ACCOUNTS RECEIVABLE 21 BEUWERF
The Group
rEH
2006 2005
ZEERE | _TTHF
HK$'000 HK$'000
FERT FET
Trade receivables B 5 RN FIR 39,795 31,954
Receivable from a jointly fE W & & A R RIA
controlled entity 86 5
Receivables from associates JRE L Bk & X B R 13 8
39,894 31,967

The Group’s policy is to allow credit periods of
one to three months to its trade customers. The
following is an aging analysis of trade receivables
at the balance sheet date.

AEE-—RETEFP—E2=1
AEEH - EZRURRR &
BHRZEREITMT

2006 2005

ZEENE| ZTTHEF

HK$'000 HK$'000

FER FAET

Current BN Hf 14,979 13,759
Aged over 1 month but 8 38 — {8 B

less than 3 months BLR=A 13,285 11,468

Aged over 3 months 838 = {6 A 11,531 6,727

39,795 31,954

The directors consider that the carrying amounts
of trade and other receivables approximate their
fair values.

E=RA5 BHREMEBEK
RZEMEBHNEERERF
& o

=
=
<
'
—
m
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22 PLEDGED DEPOSITS 22 FIRWEFERK

The Group The Company
rERE N
2006 2005 2006 2005
%K | _TTLE | ZFFAE | ZZTTLF
HK$'000 HK$'000 HK$'000 HK$'000
TER FET TER FEX
Bank deposits pledged ERRITEEZER

against banking facilities ZBITER 25,000 40,000 10,000 10,000

23

The effective interest rate on bank deposits for
the Group was 2.29% (2005: 1.15%).

AEFERTHERZERIEXA
229B (ZZEZEAHF : 1.15

E) -
CASH AND CASH EQUIVALENTS 23 BHeRBA&EEY
The Group The Company
A5E y NG|
2006 2005 2006 2005
%1% |“TTLF ZFFARE |ZTTLF
HK$'000 HK$'000 HK$'000 HK$'000
T#ER TERT T#Ex TERT
Cash at bank and in hand RITEHRRRE 845 1,504 - 2
Cash and cash equivalents JNBEERBERERL
in the balance sheet BeRkBReEEY 845 1,504 - 2
Bank overdrafts (note 24) RITEX (ffit24) (18,738) |  (23,030)| (10,830) | (12,037)
Cash and cash equivalents in IREEReRER
the consolidated cash flow ZRERBE
statement ZEM (17,893) | (21,526)| (10,830) | (12,035)
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24  BANK LOANS AND OVERDRAFTS 24 HRITEFRREX
At 31 March 2006, the bank loans and overdrafts R-_BEEF=ZA=+—8"
were repayable as follows: RITERREXERERBRN
™
The Group The Company
AER A7
2006 2005 2006 2005
ZEERE |ZTL0HF |ZEERE |ZTELF
HK$'000 HK$'000 HK$'000 HK$'000
FTER FETT FTER FET
Non-current ERE
Bank loans FATIE 3,932 750 - 750
Current B
Bank overdrafts BABEY 18,738 23,030 10,830 12,037
Bank loans RITHEN 12,124 20,210 749 1,500
30,862 43,240 11,579 13,537
Total @5t 34,794 43,990 11,579 14,287
The Group The Company
AER AN E
2006 2005 2006 2005
ZEEAE | ZTZENE | ZBFAE | T2 0E
HK$'000 | HK$'000| HK$'000 |  HK$'000 -
TET TET TET TET i
Secured bank overdrafts BEBRTES 18,738 23,030 10,830 12,037 =
Bank loans BIER o
— secured - BHEH 16,056 20,960 749 2,250
o
34,794 43,990 11,579 14,287 =
W)
The banking overdraft facility and the bank loans RZZEZEXRFEF=A=+—8H" =
are secured by time deposits of HK$25,000,000 BRITEZEFEERBRITERIIMN -
as at 31 March 2006 (2005: HK$40,000,000). 25,000,000 T (Z 22 H

£ 1 40,000,000 7T) Z 7E H
TFREEM -
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24

BANK LOANS AND OVERDRAFTS
(Continued)

The directors, Ms. Wong Yuen Yee, Mr. Wong Yao
Wing, Robert and Mr. Wong Kwok Sing have
provided personal guarantee for bank loan and
overdraft facilities to the extent of HK$64,300,000
granted to the Group and the Company (2005:
HK$58,299,000).

The maturity of borrowings is as follows:

24

(J 1]
RITERREF (@)

EEEMAELLT BEHEEAE
FEEBELECRAEERA
RAERZRITERRBEXHE
P &2 164,300,000 T (=
TERHF : 58,299,000/ 7T)
BB EAER-

fEEZBIBMBEMT

Bank loans and overdrafts

ROTEAREX
The Group The Company
pi§:S Y YN
2006 2005 2006 2005
ZEEAE ZTTLE |ZEFAE |ZZTTHE
HK$'000 HK$'000 HK$'000 HK$'000
TER TET TER TET
Within 1 year R—ER 30,862 | 43240 | 11,579 13,537
Between 1 and 2 years —EEMF 115 750 - 750
Between 2 and 5 years MEERF 387 - - -
Wholly repayable within 5 years REFREHER 31,364 43,990 11,579 14,287
Over 5 years BRLF 3,430 - - -

The effective interest rates at the balance sheet
date were as follows:

REFZBZERMEMT -

2006 2005

ZEEAE | ZTTLHF

Bank overdrafts RITEX 7% 5.2%
Bank loans RITEX 7.3% 5%

The carrying amounts of borrowings approximate
their fair values.

The carrying amounts of the borrowings are
denominated in Hong Kong dollars.

EEZEIMENHEENREAF
TE o

EEZREETIAETIE -
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25 TRADE PAYABLES, ACCRUED EXPENSES 25 BHEMKRMN  EE
AND OTHER PAYABLES B % H it & T 5 A
The Group
AEE
2006 2005
ZEEARE | ZZTTHF
HK$'000 HK$'000
FERT FHET
Trade payables B 5 EINERRK 540 260
Amount due to a related JE 1< B 3 X B RIE
company 1,493 =
Accrued expenses and EEtE R &
other payables H b & {5 508 10,465 10,148
12,498 10,408
At 31 March 2005 and 2006, the aging of the R_ETRAFR_ZBZERF
trade payables were over 3 months. The amount —A=+—RH BS2EFKE
due to a related company is non-trade in nature. AR BBEIMEA - B
HEARIZZERAE IR
FEH -

26 BILLS PAYABLE

An aging analysis of the bills payable is as follows:

26 BHER
ENBRBEZEESMET :

The Group
AEH
2006 2005
ZEENE | ZTTREF
HK$'000 HK$'000
FER FHET
Current BN Bf - 6,399
Aged over 1 month but i@ —1E A B

less than 3 months LR =M@A 1,953 5,410
Aged over 3 months 8 38 = {6 A 3,013 2,500
4,966 14,309
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=
<
'
—
m
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27 OBLIGATIONS UNDER FINANCE LEASES

27 MEHEBERIE
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The Group
ARE
2006 2005
—EERE —ZTRE
Present Interest Present Interest

value of the  expense Total value of the  expense Total

minimum  relating minimum  minimum relating  minimum

lease to future lease lease  to future lease

payments  periods payments payments periods  payments

BIRAE mfiE HEHE REHE

HXE BEHE  A¥E  AXE BREE  ORE

BRE FExd 4y BRE MEXH By

HK$'000 HK$'000 HK$'000  HK$'000  HK$'000  HK$'000

t#x T#x FEx  TExT  TEx  TEx

Within 1 year 1R 814 10 824 5,489 179 5,668
After 1 year but 15 &E

within 2 years mERA - - - - - -
After 2 years but mERE

within 5 years SER - - - - - -

814 10 824 5,489 179 5,668

Lease obligations as at 31 March 2006 are
secured by property, plant and equipment and
inventories with net book value of HK$1,199,000
and HK$1,500,000 respectively.

Under the finance lease agreements, the leased
assets are required to situate in Hong Kong or
other specified locations. During the year, the
leased assets have been moved to locations not
permissible in the agreements, which constitutes
a breach of the terms and conditions under the
agreement. Consequently, the lessors may have
the right to demand early repayment of the lease
obligation. In the circumstance, the finance lease
obligations have been classified as current
liabilities in the financial statements.

R-BEAF=A=t+-AZ
BERMANE - BERRE
RER(EEFED A
1,199,000/ 7T % 1,500,000/
TE) JE A1 -

BEREHRERRZ  HEEE
AN EBIEMEELR -
RAEE  ETHELEEDE
BERABLMAET ZHE
EMERLZH T Z2HARARIE
o At HEABRERIE
BEXMNEEAE - EIIBER
T BMEHERERTBHRE
NEDEARRBAE -



ANNUAL REPORT 05/06 R

NOTES TO THE FINANCIAL STATEMENTS

81

w ® X K A

28 RETIREMENT BENEFITS 28 RkEF
The Group operates a Mandatory Provident Fund AEERBEEBEREMEAES
Scheme (“the MPF scheme”) under the Hong =T B8R0 B B & 18 1% I Fr
Kong Mandatory Provident Fund Schemes BrRZEEBEANERZEE SN
Ordinance for employees employed under the wHE B E ([RERS
jurisdiction of the Hong Kong Employment 2l  -RESFER—IEHSE
Ordinance. The MPF scheme is a defined YERABEZ EEMBTRAK
contribution retirement scheme administered by rEl e AEBEZ2EZREIMA
independent trustees. The Group participates in a Be ([BEe]) BB ILRA R
Mandatory Provident Fund (“MPF"), managed by BeETAER  -RERES
independently approved MPF trustees. Under the FE - BEEREEEDAER
MPF scheme, the employer and its employees BEABWRAZ5%MRK - £
are each required to make contributions to the PR %% H20,0008 L 28 B
scheme at 5% of the employees’ relevant income, A stz HR—BELAIE
subject to a cap of monthly relevant income of REEFTE °
HK$20,000. Contributions to the scheme vest
immediately.
29 CURRENT AND DEFERRED TAXATION 29 AHRIELEHIE
The Group
AEE
2006 2005
—EERE | _TTRF
HK$'000 HK$'000
FERT FHET
(a)  Current taxation in the FEEREX
consolidated balance Z KRB IELE =
sheet represents: =
Provision for Hong Kong Profits Tax A& [E &5 o
for the year PRAS B s 571 953 =
Balance of Profits Tax provision BEFEZ -
relating to prior years FIT 15 750 585 45 81 671 - o
=
1,242 953 -
(=)

—
=
—
m
()
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29 CURRENT AND DEFERRED TAXATION 29 FAHARIETLEHIE (&
(Continued)
(b)  Deferred tax liabilities recognised: (b) EBRAZEMLFEEAE
& :
The components of deferred tax liabilities NAEE  BERELS
recognised in the consolidated balance EABRABRATEL
sheet and the movements during the year MEAGBZRYWT

are as follows:

Accelerated

depreciation
allowances
ME R E
%%
HK$'000
FHET
Deferred tax liabilities arising from: BEHEEEBELS :
At 1 April 2004 RZZTZTNFMNA—H 3,512
Charged to consolidated income statement  R&R& 1Bz K AR 822
At 31 March 2005 R-ZBFAF=HA=+—8H 4,334
Charged to consolidated income statement — R#4R& B &R RN 165
At 31 March 2006 R-BEARNF=H=1+—8 4,499
-~ The Group has not recognised net deferred tax B P K T8 OB R A& MR 0 K
= assets in respect of tax losses of HK$1,019,000 AN E B W ERMBIEEIE
o (2005: HK$160,000) due to the unpredictability 1,019,000 T (ZEFTH F :
- of future profit stream. The tax losses do not 160,000/8 7T) HERIELET IHE
o expire under current tax legislation. EFE - BBERAENE WA
T

&5 18 K JE e

T
(@)
—
o
=
o
(%2
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30 CONVERTIBLE NOTES

(a)

HK$8 million Convertible Notes due
2006 (the "2003 Notes”)

On 24 September 2003, the Company
issued 3-year HK$8 million unsecured
convertible notes bearing interest at 7.5%
per annum payable quarterly in arrears of
each year. Subsequent to share
consolidation (see Note 31 note (a)),
holders of the notes have the option to
convert the notes into ordinary shares of
the Company of HK$0.02 each at a
conversion price of HK$0.4, subject to
adjustments in accordance with the terms
in the instrument constituting the
convertible notes, at any time six months
after 24 September 2003 up to the maturity
date, 24 September 2006. Unless
previously redeemed and cancelled, the
notes will be redeemed at 116.5% of its
principal amount on the maturity date.

30 AR E

(a)

“TEEANFIHZ
8,000,000 T AT R E
BIZEE=ZEK])
R-ZBZE=FNA_-+
mE - ARAFZETER
8,000,000/8 JT 2 = & Hj
EERTRKRER - F
BRISE BAREFIE
TR ERHMN - R
mef (R E3I 1M
()&  BEHFEZHEBA
AEER _TT=Fh
AZ+HmBEANEAZ
BEIHBE -_ZTTNEF
LA =+ U A8 HA B
BEEIR04B T 2K
BERH®AEBRMEEOO2
BT ZARD B Y@K
AR IEE K AT RRE
HFrTHRHZERELH
BoRIFENBAEED
il BAZEZER
BREBAZEARS R
B 2116.5%EM0 -
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30 CONVERTIBLE NOTES (Continued)

(b)

HK$6.3 million Convertible Notes due
2008 (the “2005 Notes”)

On 12 August 2005, the Company issued
3-year HK$6.3 million unsecured convertible
notes bearing interest at 7.5% per annum
payable quarterly in arrears of each year.
Subsequent to a share consolidation during
the year (see Note 31 note (a)), holders
of the notes have the option to convert the
notes into ordinary shares of the Company
of HK$0.02 each at a conversion price of
HK$0.1, subject to adjustments in
accordance with the instrument constituting
the convertible notes, at any time nine
months after 12 August 2005 up to the
third business day before the maturity date,
7 August 2008. Unless previously redeemed
and cancelled, the notes will be redeemed
at par on the maturity date.

During the year, none of the convertible notes

holders exercised their rights of conversion into
the Company's ordinary shares.

30 WK ERE @)

(b)

“EENF IS 2
6,300,000 T AT X &
B(IZFEFTHEFER])
RZZETERFNA+TZ=
H - AQ2aBTERE
6,300,000/ 7T 2 = & Hj
EERURKRER - F
BRTISE  AREBFK
TR RN - XA
FE2BRMDE O (RHE
31ftE Q) B BB 2
BEARABRBER_ZZ
EENA+=-BRAME
AzBZIHA-ZZT
NE A+ B HA B
BERZIB T 2K
BRH®MABRMEEOLO2
BLzAREEBR
HEARBEXAIRERE
BT R ZERELH
B -RIFENBETER
i BAZEZER
BREBRAZEmER
@ o

RAFE  REAMBRERZ
FAEATERZERBRALBRK
ARAZEBBRZER -
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30 CONVERTIBLE NOTES (Continued) 30 A#RRFER @

The net proceeds received from the issue of the
convertible notes have been split between the
liability element and an equity component,
representing the fair value of the embedded
option to convert the liability into equity of the

Group as follows:

BT AR R AT R 2 FOR
FEC D RRAER D REAE
- HERKAEEERAARAR
ARz REBBREZRF
'

The Group and the Company

AEBRALNF
2006 2005
—EFERE | _ZTTLF
HK$'000 HK$'000
TERT FHET
(restated)
(E3)
Liability component at the RENz aEHH
beginning of the year 8,429 7931
Nominal value of convertible BETZARRERZ
notes issued, net of EE 1R Z KA
transaction costs 6,130 =
Equity component N (160) -
Liability component at RETHH BB
date of issue 5,970 -
Interest charged Y B 2 & 1,546 1,097
Interest paid TRZFE (889) (599)
Liability component at the RERZ BB H -
end of the year 15,056 8,429 =
Less: Amount due within B A RRBAER o
one year shown —FRNE 2 RIE =
under current liabilities (8,996) - =
Amount due after one year R —F1& 582 FE 6,060 8,429

The interest charged for the year is calculated
using the effective interest method by applying
the effective interest rate of 13.5% and 8.5% to
the liability components of the 2003 Notes and
2005 Notes respectively.

The directors estimate the fair values of the liability
components of the convertible notes at 31 March
2006 to be approximately their carrying values.

REEWBR 2B TIERAER
MEZZBEBREMNEI13 50K
8.5%:tHE ' RIS AT =
FEER-_TTRFEBZE

B

B TBRREEZERE
BOR—_EENF=A=+—
BZ2AFEHNEEREERE®R
& o
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31 SHARE CAPITAL 31 A&
2006 2005
-3 V0% “TTnE
Number Nominal Number Nominal
of shares value of shares value
BHEA &iE Kk #A HE
('000) HK$'000 ('000) HK$'000
(/) THEx (&) TEL
Authorised: EE
Ordinary shares of HK$0.01 each BREBOIAT
T imk
Beginning of the year E9) 10,000,000 100,000 | 10,000,000 100,000
Ordinary shares of HK$0.02 each BREE0.02ET
Effect of increase in nominal RHEERER
value of shares from HK$0.01 00VETEME
each to HK$0.02 each (note a) FR0.02BTZ
72 (Wita) (5,000,000) - -
End of year S 5,000,000 100,000 | 10,000,000 100,000
Issued and fully paid: BETRER
Ordinary shares of HK$0.01 each BREBOIAT
LaR
Beginning of the year E9) 544,950 5,450 489,950 4,900
Shares issued under share REEREE
option scheme B2 lkBG 15,400 154 = =
Issuance of shares (note b) Bkt (Fzb) 42,000 420 55,000 550
602,350 6,024 544,950 5,450
Ordinary shares of HK$0.02 each BREMBEC02ET
LaR
Effect of increase in nominal R BB SR
value of shares from HK$0.01 001ETLEME
each to HK$0.02 each (note a) gR0.02ETLZ
72 (Fita) (301,175) - S
301,175 6,024 544,950 5,450
Shares issued under share REERETE
option scheme B2k H 3,900 78 - -
Issuance of shares (note b) Bk (Bztb) 30,000 600 - -
End of year S 335,075 6,702 544,950 5,450
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31 SHARE CAPITAL (Continued)

Note:

(a

(®)

Pursuant to an ordinary resolution passed at a
special general meeting of the Company held
on 6 February 2006, every two issued and
unissued shares of HK$0.01 each were
consolidated into one new share of HK$0.02
with effect from 7 February 2006.

Following the share consolidation becoming
effective on 7 February 2006, the authorised
share capital of the Company is
HK$100,000,000 divided into 5,000,000,000
shares of HK$0.02 each, of which 301,175,000
shares were in issue and fully paid. The shares
after the share consolidation rank pari passu in
all respects with each other.

On 21 April 2005, the Company allotted and
issued 42,000,000 shares of the Company of
HK$0.05 each at consideration of HK$2,100,000.
The excess of the aggregate cash consideration
over the nominal value of shares of
HK$1,680,000 was credited to the share
premium account of the Company.

On 22 March 2006, the Company allotted and
issued 30,000,000 shares of the Company of
HK$0.20 each at consideration of HK$6,000,000.
The excess of the aggregate cash consideration
over the nominal value of shares of
HK$5,400,000 was credited to the share
premium account of the Company.

All new ordinary shares issued during the year
rank pari passu in all respects with the existing
shares.

31 B )

Kt et

(@

(b)

BERARANRZZER

ZARB BT ZRER R
AERBZEBRER -
BMREKREEOOIB T
ZEBETRRBEGTRMNAE
HAREREMEO2E T Z
ik BZETAFZ
REBRER-

Ene

7T ﬁ?%SOOOOOOOOOHX
BR@mERBTLZR
3 H#H301,175,0000%F
BIREBRE - RIRMHE 6
ezBROBLZERIAE
FTHZAREER °

RZZEZERFEWMA =+ —
H @ A 2 @8 & K B
2,100,000 7T Bd % & #& 17
42,000,000 & & @ &
0.05B T2 ANRAKRM °
wEeREBELRGOEE
2 815 1,680,000/ L5 &
AR R B B 2 R
B o

RZEERF=ZA=_+=
B @ & 2 @ & K &
6,000,000 7T B2 3 K& 2 17
30,000,000/% & f% 0.207%
TZARA KRG - BIF &
REBEEROEEZIFH
5,400,000 7T 7| & A& R &
R HEERZERSE -

RAFEBRTZ2HER
IREREGRNDERSE T E

e e
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32 SHARE OPTION SCHEMES

The Company adopted a share option scheme on
5 July 2002 whereby any employees (whether or
not full-time or part-time) and any consultant or
adviser who, at the sole discretion of the board,
subject to the terms of the share option scheme,
contributed to the Group, may be granted options
to subscribe for shares in the Company.

The maximum number of shares in respect of
which options may be granted under the schemes
must not exceed 10% of the shares in issue.

(i) Pre-1PO Share Option Scheme

Pursuant to the Pre-IPO option scheme
adopted by the Company on 5 July 2002
(the “Pre-IPO Share Option Scheme"), the
principal terms of which were set out in
the Prospectus, options were granted to the
grantees to subscribe for shares in the
Company

The following share options with an exercise
period from 5 July 2002 to 4 July 2012
were outstanding under the Pre-IPO Share
Option Scheme during the year:

32 ERR#ESE

ARaR —_EE-_F+tHEAEH
Bl RM—EEBRES
Bl EREE (T2 8%
FRBE) & E (AT 55 38 BE A ok B
(EBREFTE ZERT @+ A
ETe 2 ENBERBEAEE
TERBERNE) ] XS
NREARRE KD -

REBEZTE R ZBRERR
BZBOHEE HZIEEB
E#ITIRM 210% °

(i) HBR-RERERE
5t &
BERARAR-_ZTZT
FLAEERMANEKX
A& AT R A At &
(EX2HRRENERE
12)  ARARARAR
H BB IR ARE AR A
Betn o

FRABRBEEXALAHEER
AT AT B MR TE
2R E(TEE
E_F+ARAEHE_ZF
——FtAmAB)WMT

Number of share options granted on 5 July 2002

mZ

At 1 April 2005
RZFRLEMA-A
Before the ~ After the
Name or category share share

FRELRIARYZERERE

Cancelled during the year At 31 March 2006

EmEH RZEEREZAZ1-H
Before the After the  Before the After the
share share share share

consolidation consolidation consolidation consolidation
REREHET RRBAHE REREHT RRBAMHE

of participant consolidation consolidation
SHERZAEN REBaMH RRRadE
Brercise price per share SERATEE 0.4 0.8
Executive directors: #1785

Ms. Wong Yuen Yee EfiRat 4800000 2,400,000
Mr. Wong Kwok Sing BHBLE 4800,000 2,400,000
Mr. Wong Yao Wing, Robert ~ EH &% A 4800000 2,400,000
Mr. Lam Siu San k&4 4.800,000 2,400,000

0.14 0.28 0.14 0.28

= - 4,800,000 2,400,000
= - 4,800,000 2,400,000
= - 4,800,000 2,400,000
= - 4,800,000 2,400,000

19,200,000 9,600,000
Senior management BRERE 9,600,000 4,800,000
Other employees A8 15,840,000 7920000

19,200,000 9,600,000
9,600,000 4,800,000
15,840,000 7,920,000

44,640,000 22,320,000

44,640,000 22,320,000
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32 SHARE OPTION SCHEMES (Continued)

(ii)

Post-1IPO Share Option Scheme

Pursuant to a written resolution passed by
the sole shareholder of the Company on 5
July 2002, the Company adopted the Post-
IPO share option scheme, the principal
terms of which are set out in the section
headed “Share Option Schemes” in
Appendix IV of the Prospectus. Options were
granted by the Company under the Post-
IPO Share Option Scheme on 6 January
2004.

The following share options with an exercise
period from 6 January 2004 to 5 January
2014 were outstanding under the Post-IPO
Share Option Scheme during the year:

32 EERESE &)

(if)

BOR NS RE R
sHE
BERRGRKE KRR
R-ZEZE_F+HAH
BBMNEDAZR &
RAIBHRERMNERA
MEREBEBRZESTS
HFrZRRERERE
72 BT 8% 0O [ B8 A% 5T &)
—fl e RZETWNF —
ANB ' AARRESE
RAFREREERE
B ERRRE o

FARBEEXARER
BREBREE M ARITE
ZERE(TTEHEAE=ZF
ZME-AXBE-Z
—mFE—ARBA)WT :

Number of share options granted on 6 January 2004
RZZEME-AAARL CBRELR

At 1 April 2005

Cancelled during the year

At 31 March 2006

R-FFLEMA-A Eni# RZBEAEZAZT-H
Before the  Afterthe  Before the  Afterthe  Before the  After the
Name or category share share share share share share
of participant consolidation consolidation consolidation consolidation consolidation consolidation
SRERZAEN REBEHN RRESHE REBAKE RERAHE RRESHE RRHAKE
Exercise price per share FRERTEE 011 022 0.1 022 0.1 0.2
Frecutive directors: #17E%:
Ms. Wong Yuen Yee Lt 4757000 2,378,500 - - 4757000 23785500
Mr. Wong Kok Sing g5k 4757000 2,378,500 - - 4757000 2378500
Mr. Wong Yao Wing, Robert ~ EHE%4 4757000 2,378,500 - - 4757000 2,378,500
Mr. Lam Siu San k&% 4757000 2,378,500 = - 4757000 2,378,500
19,028,000 9,514,000 = - 19,028000 9,514,000
Senior management RAERE 4757000 2,378,500 - - 4757000 2,378,500
Other employees EthES 9,535,000 4767500 - - 9535000 4767500
33,520,000 16,660,000 = - 33320000 16,660,000

=
=
<
'
—
m
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32 SHARE OPTION SCHEMES (Continued) 32 EERESE &)

(iii) Post-IPO Share Option Scheme (i) BRAFEREBRE

&t &l
Pursuant to a written resolution passed by RIE A 1 B M — R
the sole shareholder of the Company on “EE-_FLARAEB
5 July 2002, the Company adopted the BZEERER AR
Post-IPO share option scheme, the AR E R DR ERRE
principal terms of which are set out in the M AR RE ST &) - B B IR SK
section headed “Share Option Schemes” MR ERERM M8
in Appendix IV of the Prospectus. Options BAERTEI] —80 - AR A
were granted by the Company under the R-FEAFNA-T
Post-IPO Share Option Scheme on 20 RREERAMERE
September 2005. BREFERLDEBER

T o
The following share options with an FAREBERARER
exercise period from 20 September 2005 s B AR B W RTTR
to 19 September 2015 were outstanding Z BB (TR AR =
under the Post-IPO Share Option Scheme TEAFENA=-THEE
during the year: —ZE-AFAATAA)

mr

Number of share options granted on 20 September 2005
REFFIEAAZTRELZEREYE

At date of grant Exercised during the year At 31 March 2006

kU AH ERfTE RZBFREZR=1-H

Before the  Afterthe  Beforethe  Afterthe  Before the After the

_ Name or category share share share share share share

= of participant consolidation consolidation consolidation consolidation consolidation consolidation

cZ> $AEREIES RRBAHE RBRBAHE RERGHH RRBAHE RROAKE RERAHE

- Erercise price per share SHERATEE 0057 0.114 0057 0.114 0057 0.114
o Executive directors: HnEs:

Ms. Wong Yuen Yee EfSht 5,800,000 2,900,000 - - 5800000 2900000

== Mr. Wong Kwok Sing FHBLE 5,800,000 2,900,000 - - 5,800,000 2,900,000

= Mr. Wong Yao Wing, Robert B iAs4 5,800,000 2,900,000 - - 5800000 2900000

o Lam Siu San k&L 5,800,000 2,900,000 - - 5800000 2,900,000

i 23,200,000 11,600,000 - - 23,200,000 11,600,000

« Senior management BRERE 7300000  3650,000  (5800000) (2900000) 1500000 750,000

Other employees i 8 26700000 13350000 (17400,000) (8700000) 9,300,000 45650000

57200000 28,600,000 (23,200,000) (11,600,000) 34,000,000 17,000,000

—
=
—
m
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32 SHARE OPTION SCHEMES (Continued) 32 BRESE &

The fair value of the options granted on 20
September 2005 determined using the
Binomial Option Pricing Model was
HK$2,459,600. The significant inputs to the
model were as follows:

(iii) Post-IPO Share Option Scheme (i) BRAFEREBERE
(Continued) & (&)

RZZEZERFNA=-F
AL CEREZAF
BENFEA-EBERABRE
T B R X B E A
2,459,600/ 7T ° i

ZEEHABBOT

2006 ZEFEARE
Stock assets price HK$0.055 BRNEEER 5.5 &1l
Exercise price HK$0.057 7B 5.7 7%
Expected volatility 107% T HR B 107%
Expected life 5 years T8 B A] i A F HA 5%
Risk free interest rate 4.012% e TS S 4.012%
Expected dividend yield 0% T8 BRI AR B 0 &= 0%

Expected volatility was determined by using
the historical volatility of the Company’s
share price over the previous 90 days.

The Binomial Option Pricing Model requires
the input of highly subjective assumptions,
including the volatility of share price. Any
changes in subjective input assumptions can
materially affect the fair value estimate.

TBHKE TR B A LA
RBEIOR ZKEZE
ERBEE -

—HRABREEERN
EXBASIBRR

B BEREND -
B ARR @&

ARHAFELGAEE
EXFE -
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33 RESERVES 33 f#tE
(a) The Group (a) &K
Employee  Convertible Capital
Share compensation notes Contributed redemption  Retained
premium  reserve  reseve  surplus  reserve profits Total
g ThE RARE

BHER HERE FREE  HARR CLI i
HKS000  HKSOOO  HKEOOD  HKF00D  HKSO0D  HKSO0O  HKEO0O
thr  TEr TEn  tAn  TAr TEn TER

Balance at 1 Apiil 2004 R-ZEME

MmA-AzEs 12,068 - - 5,625 43 13,894 31,630
Fifects of changes in SR
accounting polices 2 (HH3)
(note 3) - - 28 - - 7 289
Balance at 1 Aprl 2004, R-EEME
3 restated BA-AzE&H
mEj| 12,068 - 282 5,625 43 13,901 31,919
Profit for the year, REREH
s restated L] - - = = = 5,661 5,661
Issuance of shares ikh 3465 - - - - - 3465
Share issuance costs ROETER (163) - - = = - (163)
Balance at 31 March 2005, ~ W-EZ1%
3 restated ZAZt-A
255 NE)| 15,370 - 282 5,605 83 19562 40,882
Loss for the year rERER - - - - - (608 (5708)
Issuance of sheres and BRORAE
exercising options B 8,170 - - - - - 8,170
- Shares issuance costs Rih%AER (%) - - - = - (%)
= Tiangler to share premiom {7 (EBRER
- upon exercie of BRZRNER
. share options 998 (998) - - - = =
- Recogniion of equity EATRRERL
o component of convertble  RAHH - Ak
notes, net of transaction RARA
== (0sts = = 160 = - - 160
= Recognition of sharebased ~ BEMRALL
o payment as expenses AR - 2,460 - - - - 2460
=
o Balance at 31 March 2006~ R-ZEn%E
@ ZR=t-A
158 24,445 1,462 44 5,625 43 13854 45871

—
=
—
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33 RESERVES (Continued)

(a)

The Group (Continued)

The share issuance costs were written off
against the share premium account.

Included in retained profits is an
accumulated losses of HK$7,000 (2005:
HK$164,000), attributable to associates and
jointly controlled entity.

The application of the share premium
account is governed by Bye-Law 140(A) of
the Company's Bye-Law and the Companies
Act of Bermuda (“Companies Act”).

33 f##& (@)

(a)

A& E ()
BHETRLERBG
56180 B R 3 o

REBBEMEBEBTEFAR
FTEE7,0008 L (=%
T HF : 164,000
JL) C RERETEE R
CIDSE =R NG X =F
I8 o

BmmERZERX
RRATZHAIZE140(A)
BCEBREEQRAREE

":Elq o
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33 RESERVES (Continued) 33 &t @)
(b) The Company (b) AT
Employee  Convertible Capital
Share compensation notes Contributed redemption Accumulated
premium  reseve  reserve  surplus  reserve loss Total
fEg ThE RARE

BHER HERE RREE  HAER CLI i
HKS000  HKSOOO  HKEOOD  HKS0OD  HKSO0D  HKSO0O  HKEO0O
thr  TEr  TRn  thr  TAr  TEr  TEn

Balance at 1 Apiil 2004 e

mE-RZER 1068 - - 5D B 8%) 1840
Fifects of changes in SRR
accounting polices 1%% (Hi3)
(note 3) - - 282 - - 7 289
Balance at 1 Aprl 2004, i
a5 restated MA-AZ&H
] 12,068 = 282 5,625 43 (4,889) 13,129
Profit for the year, REREH
a5 restated E] - - - - - 1l I
lssuance of shares Efiki 3,465 - - - - - 3,465
Share issuance costs Ri#1ER (163) - - - = = (163)
Balance at 31 March 2005,  R-E%1%
3 restated ZR=t-H
L8 nEj| 15370 - 282 5,605 43 (4878) 1644
Loss for the year TEEER - - = - - (6s1)  (641)
Issuance of shares and kB RAR
exercising options BhE 8,170 - - - - - 8,170
-~ Shares issuance costs RiEER () - - - - - (%)
= Tansfer to share premiom TR iER
= upon exercise of BETROER
- share options 998 (998) - = - - -
m Recogniton of equity EANARZEL
- comporent of comertble  EAH(G - Ik
notes, net of transaction RARE
= costs = = 160 = = = 160
= Recognition of sharebased ~ BEMRHLL
o payment s expenses XHBRR - 2,460 - - - - 2,460
=
o Balance at 31 March 2006 RZEEnE
- ZB=t-H
k8 2445 1462 4 5,625 3 (1139) 20688
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33 RESERVES (Continued) 33 & )

(b)

The Company (Continued)

At 31 March 2006, the aggregate amount
of reserves available for distribution to
shareholders of the Company was HKgNil
(2005 (restated): HK$747,000).

Pursuant to the reorganisation as set out in
the prospectus, the Company became the
holding company of the Group on 5 July
2002. The excess of the consolidated net
assets represented by the shares acquired
over the nominal value of the shares issued
by the Company in exchange under the
reorganisation was transferred to
contributed surplus. Contributed surplus is
available for distribution to shareholders
subject to the provision of section 54 of
the Companies Act.

(b)

AN A (4E)
RZZEENF=ZRA=+
—H A5k TARF
BRRZHEBBEARTHE
T (ZZEZTRFE (FH) :
747,000/ L) °

REERERAALZE
H AREIRZTETZ
FtAEABKABEAEE
ZERAA - ARQAEIR
BEABITUERBRZ
W& 2 T B B A U R AR
M RZIEEEEF
BEERTHAEBSR 2 E
BOODREZEARS -
EMEBHBATDIK TR
/N b7 Y
&7 7€ FT PR ©

34 COMMITMENTS 34 i
(a) Operating leases commitment (a) KEBLHKRIE
The Group had total future minimum lease RKEBRPREWEE
payments under non-cancellable operating Moz AL AR A AR A

leases in respect of office premises as
follows:

Z BE&EHEERER
MR

2006 2005
ZEERE | _TTRF -
HK$'000 HK$'000 =
F# T T 57T v
Within 1 year —FR 227 269 o
In the second to fifth year F_FE=FHF =
inclusive 113 - -
(@]
340 269 -
=
The Group leases a number of properties AEBERBRBKEEMEAOMA 5

under operating leases. The leases typically
run for an initial period of one to two year,
with an option to renew the lease when all
terms are renegotiated. None of the leases
includes contingent rentals.

EZEME - HO—RK
ME/RB—ZEZEMF - H
MERSERETEY
WEHZETEMRAGRK -
ZEHEOLEBFEIA
M o
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R-ZEEAFEF=ZA=+
— B R BT R R

34 COMMITMENTS (Continued) 34
(b) cCapital commitments (b)

Capital commitments outstanding at 31
March 2006 not provided for in the financial

statements of the Group were as follows: REBZzHBRKE RS
ZEREENT
2006 2005
ZEERE | ZZZThHE
HK$'000 HK$'000
FE&T FHET
Contracted but not provided for: BEET#IB AR IEH -
Acquisition of equipment BERE 4,460 420
Interest in a subsidiary NG Ea 850 8,075
5,310 8,495
35 RELATED PARTY TRANSACTIONS 35 AEAXRS

Trade transactions BEEXS
The following represents a summary of material AEEEEEMAZN ZCEER
transactions during the year between the Group REAFERNETZERARSH

and related parties identified by the directors: ZMT
2006 2005
ZEEARE | ZZTTARF
Note HK$'000 HK$'000
= Bt 5 FE&T FHET
Cj Operating expenses paid B EER X 0) 338 738
o Salaries paid EfNES (i) - 120
Consultancy fee paid EfERE (iii) 72 -

T
(@)
=
o
=
o
(%2
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35 RELATED PARTY TRANSACTIONS 35 AMEAXR S (&)
(Continued)
Trade transactions (Continued) EEX S (&)
Note: Mt et -
(i)  The directors, Ms. Wong Yuen Yee, Mr. Lam Shiu () =EERZt - MIKLLEE
San and Mr. Wong Kwok Sing, paid certain REBBEE (BARESE)
operating expenses on behalf of the Group. REXEBXZNEER
= .
(i) Salaries paid to Ms. Chen Po Sum, the honorable (i) FeHIREEAEEER
chairman of the Group, for promoting the XN TRELE LT (REE
Group's image. BREEFE) °
(i)  Consultancy fee paid to Digital Bank Technology (i) ER BTt ERE RN X
Limited, where Mr. Lam Shiu San is the common & Bk % X f F Digital Bank
director, for the provision of technical support. Technology Limited (#k JK
BEENBZRAZE
F) o
The directors of the Company are of the opinion RRAREERR  HEAEFE]
that the above transactions with related parties V2 PRSI BEEBR
were conducted on normal commercial terms and BAREEEEEGRRET -
in the ordinary course of business.
Compensation of key management personnel TEEBEAEBZME
The remuneration of directors and other members FRNEEFRHMFEETRAR
of key management during the year was as ZHEmT _
follows: z
(@)
2006 2005 =
“EEAE | CTTHF e
HK$'000 HK$'000 =
F#ExT FET -
o
Basic salary, allowance and EXFe - 2UHR -
other benefits H ftb 18 A 4,094 3,920 =
Recognised retirement pension B R ZEIKE 70 60 °
Share-based payments AR 7 & A+ 2 < 1,312 =
Discretionary bonuses B 15 TE AL 104 - =
=
5,580 3,980 —
-
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36 EVENTS AFTER BALANCE SHEET DATE

36 KEHKEER

(1) On 23 May 2006, the Company entered (1) RZEEXRFRAZ-T
into a memorandum of understanding =R ARFIHEAE
("MOU") in connection with the Company's B A Autoscale
possible acquisition in the share capital of Resources Limited
Autoscale Resources Limited (“Autoscale”), (lAutoscalel) Z f% 7
representing 66% of its issued share capital. (#8 % M Autoscale@ %
Autoscale is interested in approximately TIRA 2 66%) 513 — 17
38.5% of the ordinary class of shares in SRR 18 = % © Autoscale
the issued share capital of United Premier # B United Premier
Medical Group Limited. Medical Group Limited

ZEBITRAZERBR

7 #)38.5%# 7 °
According to the directors, the MOU is non- REEMH  REET
legally binding and only sets forth the BILEXRRORD &
parties’ intention to proceed with the RINZFTREZEBS
discussions and negotiation of the possible 8 P #L < R BN BL ] BE M
acquisition in accordance with the principles TZWE R &
as set forth in the MOU. BZEMm e

(2) On 23 May 2006, the Company entered 2 R=Z=E gx_\iﬂﬂ +
into subscription agreements with =R ARFEREA
subscribers in relation to the subscription HIEERABEB2E T

of an aggregate of 28,000,000 shares at
the subscription price of HK$0.2 per share.

72 ﬁ%é# 28,000,0000%
HX _LuZJ E%Tg% = °






